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RIRT HE TATRT FEAET e | ATl S el FAeE A A8 afern
F B ITHD HGT AHHHI Th T AUH A& WD IREAT G | TN FEHATHT
ATSH el e dTeE TUHT S0 FEAR! BT $W A qRuL Sarerar e
T FAAE W(ed BHUHT I FH A SUE FA A | TE T SHH A
qAT YS! A YN THEAEE TAH SRIUH! Fared 3 |

¥\ GEANTT AT T |G SACAITHT HHAL

TrafipdeE | afd 3 g B Fee g T T FA afeaear T ww e 3
A TR ¥ FEFaITHdeE ATHAAT GG | TG IT&T, I @ qebrel |/ A
TAE AT AT AYE AT - UG [ SIS we e | W, TAE AT AR BRI
T I we sem uf o B wemfEar B e | 9 BRoe qEaE HE T
Aqea! e S g faee aRadT g WG T GEaEr GRS
FHEEH T A EF g | TS AT GEIRTT o WiAfF soares o=
FLT | T G, AR A ARG T Teqed &b A wrfeaa T
TN SAHAT I WS | Wi Serfchep! e, Tierd q9r Fifsies T
FHHAR, TEATS WO HHARI I (AT TIT HHRATEITAT A8 DT T |

g IAEEH] TATH BHIHE! BT T I= T T R HUHI Tt Jored
H VI Y A ge A waf, #X el g WEpl, Y el e,
ANIARE ALTAHT el ATHI AT AT TS B0 A T 5 | B @l
T F2e0 TEANTH! AT T TATEd 9 qa afger awr frebras i 16w
Gid ATUR &g UH! AF€d] F | WS b TUIEET N GHG ATead o
IUTET TRST HET W d G | 9 ATEATHT GEINTT &STHd, WaTd daeer T did-
WY SATEATTH TWh! HHAN TAAT ATEH RGNS 2 ASIR T 0T |
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¥, TRy

TAETAT BT ATAERT TETAT Y FeE AR G- q wrEfienar B
e &1 fFrrers ofd T e ue | aaEa aitds wgiy e T g <
TEHT A G55 fasta Afaa T TEheedr GaX <arS U W e Fae
faferen =erem, a8 A ot ugie Yewer B FAvEens ardtaes wetiewar Kusr g
o 3o T 9Ew B )| AT A AN T FEAISTAT ARGUHT TreHebareedr
9 F dfedl T T FF A 9 T R IE ] el g | FUa e deeds
T AR T UF | U TeRET WG 1 AOd qUdg WA AT
MDA AHUDT [Eoelrs SMie Tee9] SUTH g | T/ HIAAT ST HUAT AT
AU Ao WTH gas | JEELTHT AN ARbT ST =1 gema =i g
MAHFATAT § TEAT S | GUE=ar Wi & &7 9 Afasar w08 gframn e Hiea
T Tg- T, UK st Afasn iogd w1 ol | 98 9, MaHEdeed Te8d g1
el g |

e Ay FaiEr S w@ftEd T FEEE S e S A ke
A FIIHHAT BT EIH &I T TEwe | Tl A UMD DIV &l Sy
U SHARAT WA AEHT DT AR, BETAATAT WHl AITA T GHTEART
TerEEH TR wEe FraE g | g Pevemt sEearens | wrathewar e

o o o o [N [anN o
JIH AT HAUSD] g\'“ JIHAT H[dIT [dWee UIH AT qEURT SEAl qd ey, dT

AETAHT F FAAE AEdfEs TAfwar U e | Jerehn wer A, deer
TICHT AT FHE] SRFR B H §7g | BTH FoATE 9TET WUF g - A
I, AR GEINT &1, Tl AT T GEHa SHadmsT SR Al 3%
HACTE qH EAT TEAGT T GEHT g3 | oreaey, yafiemdar afHusT F4 e
FACT I AR T@ISH G | MAWH R Sageldlel aredies Jrafiaar s
Tg | AidE o, T, g, wied, F g, e, aged
FrETT i G FO THAT MAHFAH FrEw 0w A JuE gt A
AIEEds F ATHATH] AN IETELT B €A o7 Ahg |

TaREar e wefEder Afd FEed A oareed, ST SR
AR S TRATRT EACeTS Ui AL TAIGHT 5 | T G B qrdfiehar ENRES FUATE
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9N T FEET A EHaR FAe afEE | TaEr SHiEET i b9 9% w9
T AR e | Sqeael 0 T W ergd, ] geieH TEda 3Ead
TE | SIHT I, AHAT T TEAEA T8 g8 AT A9 SAAT Biegd WE N S e
R fowgar el BEaT T wdE qur SRR e qEead geg | e <
QUG A A TAHBATRT AT ETe, TMAfAFAH TR Tgqar 1 g | e
T FATT FAAE BT A Gl Hewdqu H UREE T cAwelrs
o fovg, o A ade® qRadd JqWd 9 Aieeg | Tal T8 3Rl [
AT HEE Wi 1 996 digd aieg |

TATH! AT FABTEHT TRATHT GHEATEE Ficel T AZATATHD G | TSlldeb ARG,
FHHAR IMET JUITAT, JTATETHAT FHHA, AA-BTAHTAT Leoh! JTHd, IRATAT BT
Tl ARFEaar afeer |’ e e weeg Wl § T I8 Ao et
HATATHT G AUHI G| A GHEARE GAEN 1 SHBE gEHI0, TeargHm
i fo-Fair, areffar 9 wEE W e, el SRl geen, S

. 2
Frdierd @™ T TEINTT AT s Sl famaee acaea wewdau 9uET gl At

FUREE HAFAIT T4 b T WAwHear fEd wrafiwa FaRe 1@ #rl srme
TEIST eb e (&30, THg T41 GATEEN AMie® Fwhm gl T Gema Jad g |

e

AT FAA AR, F7 77 300Y |

Doing Business in Nepal - 2025, NBSM, MOORE,

John Maynard Keynes (1997), General Theory of Employment, Interest, and Money,
ISBN,
9781573921398 (ISBN10: 1573921394), Prometheus Publication, USA

Nepal Human Development Report, 2014, Unlocking Human Potential, National
Planning Commission Nepal,

National Planning Commission, The Sixteenth Plan (Fiscal Year 2024/25 - 028/29).

VIKAS, a Journal of Development, Vol 41 - No. 2 - Jun 2025, National Planning
Commission Nepal,
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TEIAT AT M : HedTgT
& HaFg I

LS
A% AT AT AT [T ATIRAT TReg | G Aidal Toreaiaar
7T G, TEIE T TGH [TETT TIT TTINTAT [F4C TE7ef | TUBRATAE TIET
¢ FHH] FEAFA ATH Tqerare. d FAT g7 qyEied Fr-ad7#] [ET
THY Tleg FHAFETRAT T FETa1] A7 TRe5 | Gt T T (7197 T faFfea
FGFAT TEIHT ATIRT AAHT AT T AT 797 AT HoATgT 77 FAAE GEINTT
TRFHT AT SFa=417 o AT YA I G 9T sr7eifeh oI IRGET
E7G | TITAT TFT TARETE Ffd AFTEIT TS TS, GEMIT T, Aeh
TR, FIAdT STl Teadr STl G GRIFTE TR 5 | ATTETTHAE
T TBRT [FHT T GIBRATAHT GTHT ISHHAT e, T T HBIHBHF]
TET GAE, [FETT T HT W AT [FAOT TFTTAT AT FEOT T @
FIAATT Foef ol Tg] GIe (101797 [e3s) @l Igwef | UET Hasl TlHT
¢ AT g gAAeT FAAIT 5T G G 49 a9 A S UE qaeeaT
qG AT Ald 7T GIT FSTE HA GRIFTE THET (Audit) TRYET & AT
YUFT FIT (AN ATAT TT€T FAATT TG THYH] 471 THE TqTT BT
WEeT) AT FAE GF T I RAE TOAIHE G T 97 g ieqd
TGH  HAT AEGAE AT TEAT T AR AAFTH TN T T
ROl =l Fgifi T AAsIE TE AT GegE AN T AUCTE AT
T Aed Hd FeAlgTHT ATIRYT T Feqia T [TETT T TAT ATERT
AT [T T FoaTgTcas. AEqTT W7 SATAFET 797 SHAEE Feqad WA /|

1. I

AW FANHET JeaeT SAfSuapT {27et, Tareed, AW, MEr Harer, qmmes gee,
FX, Yo, TER o, FIAT I qo1 FHIIATS B T AR T SHABReATS [HA=A0
T TA FAUETERAT AAHH q@ AWdg T Tq Fqed TR 6

* qEdred, FIHAT T AEATRIEHT B |
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g B Franelier g7 aerane forgd fFofaer gwyn wresiHe Hifd 81| Public

policy can also be defined as deliberate action of Government than in same way alters
or influences the society or economy outside the government. Public policy as course
of action or inaction chosen by the Government to address a given problem or

interrelated set of problems (skopje, April 2007). g A TS AJI Public Policy
is whatever governments choose to or not to do. YTl HJh Pl 'H%HH,HFT&W 31%[8:IT,
A a gfdegdr wifeens areT T oA $4 B T a1 WEBT @i o
fvfg 3 wEaE e o) & | qassr eias, s, e sEer ¥
A HHEH! AHAH] AT WL ARG T THIIH] AUEATATS qFare T
s fdel d&d 81| FARNAT 987, AR {eqHq, qRNHE IR HUHT
AHEAT AT GATATs Adh] TorSTHT FHEeT T4 qdHd! AT, A ]
TAT TNE TEg | ARl Terel AgARd Uy SENa HeAed, U o,
JUHTATATET THE/FATAHT  Ted T8 T Iqerey fadeuare Saq Hdweadhl
AIE Mg | WrESE AT OEAQAdr bl TAEH Hriaar iR @
TUBT A0 HREGTH GFeg [erd e 8] 968 | drragTs HiEa
THIURG A(dP] AL T TAEHT qodlsgd AN W&, [ T8 a9 a6 &
TP AV U g T Ueiel HiCFeRd THIE WedTge qFEdT SOl Uy
A, T AT JHOH! T T AE AT AE9dS 7 |

Q. TEIHT ARG i

A Ade] TUEQAAT THE/EADBRD] M@ @80, qFelg TEEHh] qa-ag T
Fehrar 1R T+ | Evidence informed policy making claim that rigorous evaluation
practices can significantly improve attainment of cost effective outcomes (Brian W.
Head). T8 9HEAT WieaT 39 T HeaTgat 9 w0 aeqia 920 T GH
feregwgfeer frdmor vl Fufaar 0 samon 3 qemn i (qer i g A
B | T/ IR [SEUEE GHEATRT EAdT T GEgeaT ANl Jede TN A,
AT TAT BRBABT F¥aee qUT - BRI e ATI Ao, A8 T THAEHT I+
TATTHN T Wb | G Adells ael H7al a¢l GHEdT Hirgd T AdST 3-0@
FAS LA g T AT Ay g9 |

ESH® A AT TET AT, FEH, ATEEEH Adears A T 91g | i
T T FEag=w qeHiaeE 9 T AT, Sid argee] SsddT, Ardaie el

9%



AHAT T T, ATG-AHAD GEATHND] GehTd, ATE-AHAD qAR &AD]  [Fh1EaD!
HAEAT, ANNH THHT AHIAT TN a8 ANREHH B JoTel TAT 9483 |

A A T U HUDT §aT TSt [SedRIene Tdied goeg | qomide
F=TRETRT T A= HeAd: HANTT grom
m m‘%ﬂ@' TE/TAETE Opinion-based Policy
g TS et R AT
RO TEIET WG HTHAT
S REal E T, HHL qET Increasing Pressure (Time)
HERIIT) (Party Politics) qeT H
ElREDN '(ITrFﬁﬁ(Policy Politics) LI ICEDED g | | Source: Adapted from Gray (1997)

Evidence-based Policy

ATt AT AGHHT A A, BTAEIT T A FHAITAHT & T ATl
1 T&Y Policy Politics |1 T&H/JHIT F SATERHT €IAT @ e | bR Tereea
TEIAT AT A FH0AE SN @l 9T a7 STedl Aedaah i
HAHEEHAT TGH! Wewd T WAl Heai 98 IeHIg | 1 Q%% 0 BT 39 deal
IS FANT U] Ageddl Wbl Ol W HHeT Gl A q9 qeawid g
(Evidence based or evidence informed) fofasr s g% AT UZ+a; | AR
Ffare Athas fUa kg AT “ the integration of experience, judgement and

expertise with the best available external evidence from systematic research, and notes
that it involves shift away from opinion-based decision making towards decision based
on ‘the opinions and judgement of experts(that) constitute high quality valid and reliable

evidence” IHY FHEAT TAT FATAATS e, fAdHIEH qT [Fa=IcA® (Critically) g5l
&0 ol et sraeeTRT A AR €N FAE T A AL TGS
TH T FEIA A U $E6eg |

ATA-AHT Ao T AROTAATS [ofg AT AR srsar Midel a0 @it
& IREM T aREfdd AEaedes ATCHES 9 HEd [Head | GHEdT qar A9
TG T4 SUCed AHeuwed SN [Adedd! gAleae ¥ Juae ST SrHdTei
HHTIHE AGLHT ATLT T Giebreg | T [GemHeer, I29T T A4S YT el
AHSEAAT HAH T E T GISUHT q&T G TS Ted T qo T [asheudh!
fErET T |
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3. T SATEIE et SERI 98T

WHR, afaaes a1 NiEe &7 9 AgE-aras GEw 9 JarEae " g

AT THEAT AT FAADH! GEAGADT AN JTAN Tq9aeg | i Fwer qor

FHATH] T ITAd AL a1 A0 AT AT Tw0e T8 Iieedrs @i

AFFR ¥ TG ST 9Eg e Aaeame Jaer aeqa g 9l eI

feraRemraTe A g o | eer ot i Tot wEner Tem amie w5

W:

F)  AIERAEHT AT, G A, ABRATARNTER! e geltheiss! arl fEardar
HTATIT TRUHT IS WH IIACHATS Ui ATIRHT ©IAT oIg=) | oo
TFCl TNUHT ATE-aHAE ATHT Afaenemrs A Faimr 9 7w
[EEIEL HARHT 1 OECD T ATA Any systematic effort to increase the
stock of knowledge is evidence ﬂﬁ@ @?I?RT& [UASYT FAAT qAT TEATSHT
A wfeq awfiEwr (Codify) TRUsT T @ it avma a= Hif
AT ITART T9E |

@) vl i &l qesm e g A KOO g0y | U aEd a1 WA
T GBI PRt S ST T ATE grge el §o | TRt H ey
T B oA Teaells (Uil ATaRepT AT (o el oo qaear o1 Jare
T AR AT e g R Y | R e T
LBl Empirical research AT HERRGIGIECARCEIC BRI Hﬂ?‘l’qﬁ ATATTH DT
ATIHT U Mg | GRS T o i e s g 9 e |
a8 wEl wafvd RBfy 7 wgft sEarea amfee o ur e
ATEATTHATATS TEAGT A ai Wl?ﬁﬁ Hfawr s 9& (Science of
policy) T TS 9Eerg %W%W%T@WI

) YA T qLH TA ATERT s Afe Fafarer Fofar s s
TR | Fuiasdien STvd WEE WEdNl qiH, OEddd T F FHEE A=
FfaeT TaR FAETE | IuTsd AT STYINEE, I TAT LR cqaredd
e Afeq oides, awsE T FEH cuaedeAdT GHEA Hivad WO al
THUHT TebI T WA ITAN g | ITIH 7l ALATgH] gl adl faamrent
fafersbT JARTer SEeeTeRT AfSars FATEd Urde | A8 e ® e,
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T Sh, AT 99T Aied WH Afden wF [ ST I 9ey g9ty A
o seaea s )

o) Fulea Sudied e WUHT A, AT qa7 HREHAAR FMEaRdl foF, gar
I T BAFAIAHT S0 GREdT TH0 q91 SUied a5d giee g Tadbe
FAFHAAE TREAHT T FGHT T a0 JH! AeqaqT adr e
RREEY

798 T THT T T ATEAEIE FTH AT STARTT G AR Afhe™
JUANT, avadd g¥arel HHAB] GedR ged arde{e Taidhiias e T

ARl Is [aedUl U T HEd TASEE |
Y. A T TS g1 AR
FASHT WHT TR (Wicked), Sfea

THET AT FATAAS T T Tl
TeT, Qo g ST qAT HHATIAAD]
WA TI@ AR Fog | EsD
Hifems dast FEmr Ieer@ WU e
TAq: eI, Wates T Hraa=a
AGT TANTE A TIeEE Fre
UREEEN

FEA A TEAEET A A qEers a5 wedfo RrAm wady B A
AT TETHT fArTEEdens B 3RAIT Bp X g | Ao TET Feie Teifcrsh
I, AEET THE AT GIR AEAH GHEAT AT GAIAArs UeW I, A Tsieeraht
TIHT T TS T AT T o G qor e Aifd A qar srt=g=T=
T WL | UHTIE] THGHT UHEIAT HIAH T AT BI6T 578 | TSIIsene TyHT
TAagar qT Ao FERERIHT ATaRAT forqoe i Mo qea/qw e rar
WeET HANT 9&h! FEa 875 |

ATE T T ATEAEHT ATl B o adameT aeqieafa afed ot s

T AT AN FUATEaR 0 TegA | T9H TeiHiae, AT, A T Temhs
TS €I G TURAT TeATgHT TR FrATIHT ATRAT AT bl T | 7edr
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HATITHT AT-TRTAT] GHEATH] TN, Ee Teh! Araeaveash! ATaRHT Tdiid
JUeTs AT AT WA T A e TIeE | 9 B ge e
TEATEHT G qdT AHTTHT ATIRAT HEAT AT SHAEATEE o HEal ATe I
& agy W sAEEE ged o el ear sy ue e |

TqoHlde  FEP  qA ATEIHT

Hﬁﬁl’lﬂﬁ SITHIRAT e Tﬁw W Political

YEHIRAT T T&ar Jqh! W Judgement

FEFEgTH R TEgl A

FATAIAHT AN AT HHATITABT

qweEr gy | e e Professional Scientific
ﬁwﬁ a,q,' ﬁ'&ﬁ &}I?[ T Practices Research
FUHATAIS] AT T FEEHT

THEIA FAH TS ATHTH TId

THIEG | YeTfEeEe WHEAT qU AT WHAR gART 9 SIBRATCAHT A
FUBRATS U e THBT grag | Srleeed Blidel bl ATHT T Hels AHe
ST qedle W Hewd [Gged | Tedl Aaedrdl Teiiid T qua die Aty
ATATERT RIS oy TP TeAET AT AT THABTATHT T | T T AT
=i fraior qen wrafeag &t A e e SE wvge s IR aEeaE g |

Y. TEIHT ATERG N i dge

(@) M R TOaE JBiaet g WOHIT TAIaseh] AYEAT Hial THAAT Bty
FH TR T Feg | TEA TAGHAF AT FHAIAAS TAF oiam
AT RrATor Qe sraeeTsT Afdeens [l e T s dee
T |

(9) EIGREE LI ?\ﬁ( AT ATFAT {asTar é’@'@m (Jack of all master of non) | et
aRfafaar T gueaE e o e W A Fai g st
T AT Fee Ted | AR Wadl T HARTG (i g GeraT |

(M) o T Ay Tuearnt amanTa fram w9 afbe fEatE geen, amfes
& I FHAUT N THRD! SHary T e qar AN D! ATdTHdAT]
aReeAT [l T 8 |
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(®) THRA ot Hiawr Fuimee qRen dagaefiadr qur M- HEE THa-

PRWHT grg | TEdl ATEqH qeF FHIT el /S SAEeasal
HeTaT g7 |

€ e Fmfar T AaeaRata THawT 9 AAAeE T FET g AUBT

G AT AEeERT SIS qA AR A |

TEIAT AT At FRTr T&T e e snara et qur Rgaar e switow

Il T Fibg:-

%) ThHI g T A ANAHT THTT T FHTAEaT AT A qdq HIAA

AT T9E g | JUsd aEd TR, THID] Fge T Gl qadr qearga
LERRCE RN Tlﬁr_a{ | IGehT ATRT Randomized Control T Quasi Experiment ST&T
ey g | T A9Ed T [FEEe YEdad A qer
FATAE AST  AUE  AdSNST Alberd T Aicbeg | TLhHI Fgad T

TarerTenT Erad=aar aaT AH-aRTd e Jad: Feaae [ FE 1w |

@) i, HTAHAB! TAEHINAT AT T HRAadTH] AT AT TAEHT ToaTgT

)

TIEE | A, FTAT T FEAFHHAE OMCHE T TGEATCHS TS ITH LT
T A YT T AN (Input), TITI PRy, ATST, 88 THEHT AfHaT
T UHATHT HedTgd Ta1 HIAGFIRS SHaeAITHq €0 T3] U8 |
AUTEIT A&T BEA T i, BAHAATS Heaedr &9 qar AqEs iid
GRS A1 (TS W 9 qed T AEnuer gendr fques | aEeart
YeAT3 T HAGHIET SHAeAUE] FAT0Ee GhRIcAs Hidar FiHesT aref
Al SAAT HUHT TEAT Tl ATAAATS gl &AHT [&aeaR I qar auferd
ST WTH THCHT AFAE qHedTg T a1 @RS T Ay | agee Saeey
AT FT AETH! ATHTH IR GHIET 575 |

o) FAgAqATs JedTed I T4 A (Innovative Idea) T TUET T FANT IR |

Tt Rgrad! AaeFeT qAT HHATS Blb xel TRIET T A ToAT qer
FHAEITAT AT TANATS G T qeArs HEmwT 6w fHew
T Giohre | HHIATTAT AT AAb! [T TS ARATIAT “ATZUHT YA
AN (FUMEAAHT A FAT G) Sedl HRHHA TGHI S0 @l | T4
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TS EAe Woded! €TH TUET Tl JT8-aHad a1 Wied qedrene
AAGIH TRIST A+ |
&. HeATSd! FAGROT
HTATaIT FATHT TGhT aT GF0a WUHT ~Idehl Ira™bdl, THIEHIAl, S e,
o qam T eI AT qUT GWdTEl iRl WHA AN o1 o
AATFAHAENE IEeAI0 T FARdd qRF TR FHhars Heargd witeg | (e
AE T GeArge HafEipT, R06Y)

Thomas R. Dye ™ +Ifd HeaTsaaTs assessment of overall effectiveness of national
program in meeting its objectives T T IAT GRANG TEHI ENN 9 Millennium

Challenge Corporation (MCC) T 9 Evaluation is a systematic and objective
assessment of the design, implementation and results of an activity, project or program.

Tedleg qad: o¥afRyd g5l a9, Se¥d I APaHl Ao T Aty &) A
YIRS W9 T fafers M Aedrgw! €0 kgrg | T89S [asmaul @am,
FRIGFIEAH] AT T fafd, ffawr wha T Juer w9 kg wuEt gar A
AT HedTge &1 (8 Teh! AU a1 IO s

v T e qAT GHEH Ih] YT,

v T AT TN GHE Aed AT TEH IH] YT,

» T THE TAT SN TohTA T STHHICTHT TEhT T,

» AT qUT FEAHH BEATIITHAT TRUHT AT I IIATCH DT AT,

» AT AT FEHA FEEATAT T9F JAT GEAd GETAS T HUBT AAHET
IRISH!

R THFT UUF TOMT TLIHI IS T FHAAR TEHI UfeeE T Fed {Fewg ¥
ATTgerd FRea? gar T¢ Sitar Afewr wreiar afety geeg | i Fafrar afoer
T 3R g T RAOET T SR HedTs " N v g | HedTgars Hewaqul
SIAEAIHT FET qAT ITRERIeT AAT T AR TTAT G fergeeg | Aearg=are
FHTIGFAEAH] WAT qE T ATSD] ATIRAT AFTH a1 @iy Fofaasr smar T
T AT THEHIT T TAAT AMalg T AT [Wag | M A T e =T
TRUT TN T AU FATTHT AFACA S8 THNTABT ST a1 T Wb
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Inputs Outputs Outcomes Impact
Human resources Products Knowledge/ Increased financing/

Finances
Materials

Training

Development plans
Studies & Reports

Information
campaigns

Legislation drafted

behaviour change
Improved practices

Increased service/
lending/ investment

Improved legislation
passed

sales

Increased
employment

Increased profitability
Increased exports

https://www.bing.com/images

9. AEATETHT ATER

TedTg ! Hed AR el *UH! q&d FTae WAl a1 MUF Afeh T4 &1 | Frohock
o Equity, Efficiency, Pareto Optimality T Public Interest aifgers A Hﬁ«mgﬂ%l

TR ©IHI i?*i'{obl EEN 9 Edward Suchman & Effort, Performance, Adequacy,
Efficiency ¥ Process @Tg A HeATgAH! SUEHI EIHT GHUHT G | i Hedrg

AT SET FHISHEBT ATRAT TS

(@) TE: T FIAAET TN ARG ST IUH GHIAT TEATHT a1 TAN HY
A AAUDT HeATEA Mg | @0 TR WYT Iealed g€ qdr At

g e @Ed qadl TR A3 |

(@) FTESRIRAT: ST TTFHIRAT AT i ILed I 9&F Wie Sy a1 9o
T BT ATIRAT T | STl ATAAT b Ff-aa-are 956 qREATHT 9Uh
FIR TAT THSAT “TABHT ATIRAT g | FAreed Aiidepl HAaaTae
ANNEHH T AIEAHT ATHI IRATs TqH] TRl BRadTH] ETH

forE=g |

(T) ETEaT: feTd GHEE TE1 &3 9 T9Esh! GaTTid aede! ATaRAT IH
Juied SAUfETd AHATH B HY a1 THUDT ATIHAT FATEAT AT B |

(5N T T HEaaeae A avt a1 S AT HaR SHaHad gl
WA WU Al T A feag | w€dl Geargd A T Aeentde g4 gEEe
Mg | 79 fafder fEaRoncHe 9Har W T 7ed TN |
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(@) TE: ! TAE HedTge a1 AUierd T ATaierd maeh] Ao g | a9
T TTET GRS TeTdhT a1 A1, Teiis, Qe Wiatd aur a6
FATATALITHT ! THTahT feswgiver e s |

@ Treniedn: Hifder fues el aver fIus! aEas! HUET AnETe 90
Ity B WAl A1 WU AL AR FEqLdene dierd a¥, & qer
FHRTIHT ] ATEddd GHRICHE AWHT Hedlgd AaMabdih] TUauere
g |

() TRTCHI: WA (] TG AAHE T AqRGFa-ad g1 HUSHT gal AT
AETCEAATRT HeATE U ATavash Hiiveg) | Wed; =AMvrsy Sfder wea wiean
AAfE AN, @ A, F AR ges e o dar A gsEes
ArALATIGATH! HedTge T |
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. AEART FFEErAE WEEH AR [UF g
o UEH FAIR Ul UCH WARART T TeAd TTEEH A-Rd

TATEALT FEIATHT AHTET, BT EdT) 003 (AT JEdTd U 2T |

YV V. V V VYV V
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JATIER HTUTIH L0098 AT YEANSd Yeard 99 R00% AT IJATETCHT
TIH ATFHT HETEEd o bl HAZRT ANGHIRD TTH IS TR |
T TFS Jod-TUEACT ATE= T WAk qaRafed eeesh! aaar
Avalg T IHE I TEH G | IEA FAAed AR T g s
FFSAEE TR A ol JaF SUIeed! @l e |

TRl AT WA HATEITH SIS AT a0 GIeqdish] HIIE0E
T T oAl TAYHT TIAT U= TS D! F |

WTO Trade Facilitation Agreement (TFA, 2017), T8« Faia T A4
TERATD] FLAB, ATGHBIH, T FHATAGhT HHIR SAAREHT qHY,
AR T TS FT31e Ters &g TEg |

G GNT FITEE

SAARC &A1 FZUGId ATAATS IO Z(&T0T QRAATAT ATATATT TOe! et
NN leTehl EIAT HIH e |

SIS URET IUSHT AMSE EANT (SASEC): &FF FednT T SUUR
TAAATE TG T ILAHT A1 TAT TR |
FFATCT, M, WA, 9 (BBIN) Tgel: A =X ALEEH! o= A1 T
SR AR T4 Ageaqul qfeT sy |

TFTART WRIHT TGEA, Matad T AhF Fedanm 9ed (BIMSTEC): THaT
AT AR T AiRedd A (BTILS), Ffer0T URam T aferrdd
URIATHT S ATATATT T AT T [AehTEehT AN AT HIiAg |

T BT gadEE
% Nepal- India Transit Treaty:

» Ui caREr afifcn, Suesdl e SR RA-AITe T X
FIABIAT/Eedd TAH  [Jem@ead aaee®d@dT R lihUaHT
ANTEEATE FAAT grg | TR, AFILIRAT T TFARL 5 g Auveab?
FAMR 4 ARAATR TIeSie 7 |

s TMA ARAAE R S WEANT U MRl g "R
SUREFY q@gR A, TR Hed WER Thdgese (FTa-
TS, PRI E-SINTe, SREar-geiell, TaerTs-gutean) T A saeest
TAURAAEN o7 qSh THAAHT [HPDT N THT ARAT FEANT W=
WTHT 5 |

ER



ACHFT THHT ST AH GAATH A A, AT T

TRIEAT Ui Ueblepa Sier =il (1CP) Freaie wardee 9 & |

= qd IOHT WHNEEA R A BEIET AN goideiE® Bl
QTIT% el (Electronic Cargo Tracking System- ECTS) Ulg<ic PINCRED
ETHT G TEHT G | J9alls Tl 991 AN T gahd S
EX

. HTEel FeTEETs SR WA & Fe AR e 200 g
TWERH MR @R o=9d g7 | (T BAba-aRaes qeaT
e AR T8 T e )

- S T ARAESRT A FAT G (RSA) A g afre wee
AEEEATS AT BT AT S g | ey, Ferswr et
gATE FeaAL fRUl (ICD) TUIha Wi =t (ICP) BT WTe BTdl
R Hewaqwl 7 |

. T, AAEA GYGETHH] TS ey BHRaR T TE T w@aht
T geurE TOHNEES! TANTRT @ell TEHT g 10 AN
THEL

%, BIABTAT-H - T
G, DA G TH- [T
1. BT ARTTE-TeFdrer
s WA VOAREEH] UEE d@l SUEE Uil A g Bl
TAEHR GaATIcs Fesl SIS Aue TRUH g |

% Nepal- China Transit Treaty

o WU T el FFATAIT AFU( foreiedl wogriee! ST THITST HHAT €
R09& A Ifvole FFdr UIEihadl aedelk T (7T | I<h el
AATAATE FHFARX SATARBT AR [ 91 A2 MEeE FART T4 AT
[

o T AT GHRET/TAT TACTEEE AN T A AT G 3

o e, weTHr, e
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o TICHA ATIR AU SAANEE THl SIH] SAARHT AT A FHaT
ATNEEEH TET T ¥ A1 G IAGH URAET AEAH FART T

qr3- STFEdT TRUHT T |

¢ Nepal- Bangladesh Transit Treaty
o U T AFensyr AR A 9%\ W FuEiy gieae SrEia gedre

TRgeT forar |
0 &I & o1 | T SR HNH] ATENHAATS Tas s hirad
EX
CHNT & W P U UREE T AEIE feerges Aa wren
e |
o  TEAA ATear ¥ TS sratiee®ers Hae! aieeie ZfthabahT it
A fo=g | Tal, e PR T A SEEEE Bl QT
EREl
o AR FA-AFAEY AR HA AT LR G, T THGIEHD]
et i FanT o |
(& BT FATEE

e WTO UIEIHI TIHT AUA WH! T | AIAD! eTAqFH 963 T
TPEEHT AL TG 7 |

o TWH AMNH AUAHT 63 IWEEHT HeAlad qFrd g, 10
T Ul sauR wrEiEE g T e 3% el garEEes
TWHT g (30 TAEN, 3 T e T & Fegae T |

R. ARART TE A T THET

Sfeafed wmee §aEe o Sureer A At fawr vemen sfeafed craeeEn
FUART T TG Fferal SAR EMET SqeH IR g | Taeiet A Jaraees! T
T AT ATHPR ITAN T AGaIHT Tgie [ANa AR Feoibaor Arafsea
FAVIEE (Poor Physical and digital Connectivity, low investment and technology transfer, high
cost of doing business, non-tariff barriers) 1Hd &YHT @7*7[ ENUREED aﬁﬁ?s g
T T AL e R YA e WEE GHead g Wbkl
e | srqifaeaaa gfaeast T W, SR AEaET A W T g <
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AR AETLRT TTEAT HTH T Tl T ThTdth IqTHT 6 §F Wbl o 9
AFIAh IUEHA TGS FASHEH! e FcaEeaes difas TEaR B g1 b
Y|, WElT AT T SANEERl Yiaendicas® AT HAGR F | A, g€
JUNEEATS AU ATH] AAEUES I B bl Sfgweg | Hiad ATEdTH
aTere! fegdah! Py WRAae GHd @l AAHAH] AR [EEdRAT Sae i T
T G| MIRART TE SARIHIT TN GHEATATS JIRT ®IHT [7F ATAR ool d
LGESIERCE
q. WA GEAT T OO FEdARdcaRT T AR AT T ies
I g TR |
R. adl HAPEEAT AHIEAAT § F-eAICell FHATHT HRUEHTT LLCs I ST
AN SeeH] G | Tl TARART TLHT FAeqedl SHAH g8 ATHI G 9
T g&q Taw Saial SR Hel 93iedl 3 |
3 LLCs o UREE #AUHR WS [BUsiy &g U, I A w1 qeadl <20
TEYNIRHAT XU g1 [Buaia |y T i 99 et aw! § |
¥, deadl AP AT Ut diHa gae fargeec A e suaedmaTA
G UET] IReH! T |
Y. qeadl Sel [IEa Yada Adare seaaT il o Aq@eedial Aeiiid
qEIeTé (e qAYR FAIEAE O STeAdl &, S ATHAT 6 5 |
§. T TP MR AEAR T HHAT dEAdN S¥D] qAUY TR WA G |
9, UREET AT E Civil Conflict T BRI U FHFEFAD] ATANTHTHT el ATIH
T F |
. qeard SYEEAE AIHEEl Sl FHMAT SUAeR FHAB]T AHAT AR HT
I
<. fresft ool s deN wEe et s e wier frememr g
HA g TH |
0. WUl BTTEFH TRPT GHRICHD TAE

aRafed agHt Bfaer Jarerr Sfeafed TReaeE sTRMaERT 9 qrd TiRTedEe
SATIR. &S0, T ATHYT T AT ITAET AT IHaH<A AGTST <@l AHISTHET
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q. AT AR, eeiteT, A qataR, i Fw wiaen avqd aeAreds
BIAT JEUN AT TIT AT A-ATATATS AMHTHT F |
. AMfdw T TUr SR e TRT MRl Inland Clearance Depots (ICDs),

Integrated Check Post (ICPs) &I AT T ¥ae9 edaedds T 9Tl
TreASd ATAATd [ |, a9 14,45 T €91 9T |

3. U YREET 9T TEH SJaeda g Taeshl gi-oe saRals 98w
TS TEUNE TAT BN EFSTE ¥ GRS gradl MdEite® qarer
TG | AT HFIAT AAA-HRA ZM-oie Ay ATIR Tl HRD] [Gaie, Fales,
T SgIEqIHT OFAT fofeeg | POl STeTehl d9l SR SRS 9

TS WeTdIUl W [Hate &8s |

Y. -G &AT SR qEl AR GRAST (NIRTTP) =g d qAfAfor

a1 3™ 3% (IBRD) ¥ AwaRii®a fre 5 (IDA) T GeaNTar el o |
?ﬁ QD\QI\’I"H@ 47T T ﬁil(dc{r\lt{dol %‘qaﬂﬁ YT T Oblé"llgl-oblﬂobldl GI')?(SKHI
T~Sic SAMIRET AN AT F9T T TE @9 (Logistics Cost) TET3T A&
TEFT G | AT SRTAHT [T FHELT G

() T T ARAEEH] AT T S SFaedl AT oIS |

(@) IH SAIREFE GEIN SAAs 36 s |

) T AT (selective) SATARIFSIET @W I TaH gart

T |

Y. R IR T ATGMDHIHT WA FAaavaT T AR SqaRE JAq0d
Bcl3™ FIATH LhT |
99. SRTHT WA

AT BT ANREH! GHEAT GHTIHT AN S8 TAIMSHDT WA FqeeaT Ta

e G |

9.9 AT ARIEE, SIEE T ATAETART ATETHEEHT ST aor
TRAGIHT BIABIAT/Bleadl T fEaoNT STreqgeed! e o, STaHRibT TRt
T el AT IR TATHBT BT~ I | Afiieh TeaTed e qEgEa
AT T G FHRHT TG ANee Gear T 90 Sl T | A
TS GERAIATRT HAFEa T Joc U0 UL SHRITREYE (BRYHI @ o warg

R




R EENAE IR CURCIE C R G I G IRt 2 o 2 M | 1 M R R | O e (S o
Ao T e o Ay | TR Ce qERdrs] BT
TAA-ART-TF AT Pl AR HeaTae qHEATEE GHTIM T T Jard
T |

Q9. Wieaet swar anatg T

AT Fod GRATEAT HUHT a8 qd1 JAEEH] 3G T ICAEHA ACTI
FEAE MAHGATEH A TSI g7 | TGHT AN IRAGT qd1 SATALAT
Ay THET WY o yEEERl TN FerEr €T g qusl IeaEe anr
HERAAh A fequd g | ITuiRd g€ qUT HARE  AradNd HIEUE
AAHAD! s TR HEH TRSTIES | Hod1 I1d [l wear ai qeiiad T
o9 Hed AMAIGIH aE] SCARAH WIe [Rqued |

99.3 WY &9 g¥ary T 9996

T qARERT qEDT AhF qHSE [AHEw AN WO AT TAeed
FHATIITAT S %WIW AMARTH  BIMSTEC Transport Infrastructure and
Logistics Study (BTILS) T SASEC 9T BBIN S&dT SU-&AT TEAg®h! THTEH
FRAAITAS, TAHHA [ZITE, | AR A FH-ad, FeEHeE G, BT
AAIFARE Y AR FOeEd! qH-aIE O T qMebd aas]  AEvas®
F | AAEd STaeOTdl gaR HA Avqd Usbihd Gl SUaeddd, U 3T
YU (Single Window System) ST THTEHI STIEAEE At & ST uwar g
el SIS |

19.¥ WOR IR TTH ATGHHHT
TR TUTRAATS ATG I, THTEaT, TRERT 9T Aaed AHE ATER A3 qofHl
TRUH! 974 IR T AGHADHT JAEEEAls TAETHH HEiadd T Ted
| TFHT AR, TR IR T ATIFHIHT JUTeilells T 07 &HAH] TR
frgeed e TuEs |

19.% SUR GFIg AR Awe

AT GRATEEHT SHACAIAHT AN BTk GSah, LAHNT, SIAul T 3+
TATIREEHT THEHI STAEAITAT e [&qaeg | 7t TS, Twl, SIawil, %o
TS, g UIE, ICD, ICP, EPZ, SEZ,* ICT UTé wieal =4t Gataral e T
foreareans wraftsmar faque |
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Q9.5 TATIR FESNHT GEATAT HIATEaT

qureTr frg AT EeHl QoG H UEHT T SAMR WESHLT R A
209\ A ATHIET T =T ThT G | 99 G QAR g A T
TS, [Aaelt O A I, A, FHY AAE GG A ARTEE TS AR
ST R ATEEdE a3, aeef, [fdeadt T gEsr amrsT a8d e | ad:
T TSN HREIAHT AR AIEoEaRaTe AT wqcd, §ars Tad gA=ad T
S Rag |
9. FEAT IR A UFEAS] AT T

TeoTe THEAT TAT T SATIRET Fraf-od Tarar Frrmrars arafwdrfad St
T <AZUHT HAT T A6 U BRHHABT I, MAHEAT T WHdeedrs
AT A, AideE T EaHd PRHHEEAT AL T |

99.5 S-HAefars wgmEr foo

T-FHHIATS FeTar [ AT UNCTAD o TG A= © Far Hifd & (3-Fwel
THIT, Aifere T AT QAT e e, R geqaa, e, B s,
JAAT T W) A TR G | UNCTAD o TRHT A & SR RhTRaeedh!
U] FATETY HETEI S | TR W auT WSl SanEedrs aHd
A IEAAT F(eqel T AN aEeeD] G T IcaRdhcd dels AqaT
AR, WiTeqdicnss &HaT, W9 T =aH dig GH T4 AEa9dd arag |

19.% FHeAld® T T
A TAT AT FHeAidad! FEaR T g T Aa SIEeAT Whl HeAlds
fATEET FriETE TEAr T AHE ST G S SRR
Gl T FF T GEA TS | TEHT AR [ e Addee g
BT AEIHar TaH T I T WEd TS SIEEE T AEIHal ATER
fywefia, sgueiia, &, saR qer S g T e e T
T 9ol 3R |

9%. Moy

AT A M UEEars [elor, Saredn qar Wiaeaamt T Aqrg- i

T e B RS T, wre, aRRafd S ER B T el e | e

U AAHH! AARIAT Ih HAHH! A-qUET FHIIAT IR, AT Hed T A=Al

T wEa qeatde | MRS A AT T OTelshT FrehTae e a
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fedR U &7 | TR €9 A9 AET GEie TaH 9o v T e
FACATHT €A A fergedl a8 el A1 Seaqiips qHITIHT 3 draearaied s
TIA WA e | ATFA HIFHT GHA GHEETH TRTH BRI 8L TIH
AT MR, AT ATF AT aH qarar At o auier Wid s
T Wt S | T GIH TE AR e Uigedl 90T qURART TEET AR
T TRiIcAs®T AT A% EOHT 969 UAH gAahd g Tl § | qeadl 8D [HelTel
FAl A7 T qARART Tl AT SA JLET FTRITEAT b T aeg adl HAeedh!

JCAIE UAH IAEhed STl A=dies TATER Taq TEHANEED] [HE

TR T WA T T Aaa® arag |

gead ardr

G, ST (R0&3 ). @EAGHF AT TIET T FaeddT: aied 2. #FEAET
AT IR |

TTET, THTT (R08Y ). TFA7F FoT7e, HIEHET: U qedsher |

RIS, QUEIT (R078). MG G T4 A-IdE®, HISHTS!: WA AR |

AT LR (0GR, TG G, FIESUET: HIT Fhare saaen qhfd |

TEXTE, We9T (006, WIH UF : MEHT Yoy T [FFH, Foue!: Heel 9eE |

AR, 32T (093 ). WEANNE STTEqIT : HISHE, Wal T |

AR 32T (0SS ). TS To=e T [ FEATRT: HOUR HIFaerg dweT wir

Acharya, Madhu Raman (2019). Business of Bureaucracy: Kathmandu, Vidyarthi
Pustak Bhandar

Ghosh, N. (2018). Connectivity for Development in South Asia: Why the BBIN
Economic

Corridor is a preferred option for India. In BBIN: Opportunities and

Challenges. Observer Research Foundation, 25-34.

United Nations. (1982). United Nations Convention on the Law of the Sea.
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AT SFAEAI: GICATT, Topial < faciiar qumeder J@et S[fHept
&5 e faear

L
FIIT T A5 CTAET URA FIIHAT AT ATCTAH] TIFTEEE! LT AT
THUE] HTCHT [AH 7073 T HEUEIE Fal JIEUEE FIANAT <FI3 TIHT
GoaAT FE TZE | Ay FUIH T FAAT FT dld® T T T FAEE
FTET HTTT AT FAGAGT  Hld TRT FHEEH TARTT TEEIT  alTdl
SACTITATE TAS | FedE Hd FAaa7% FHHAT GAT FTCITTHT [FaT
T[T & HFcT e T e P03y @ TFWET BRI GTTAT ATENRT
T TEwE] | HFF FOHAA AT TAAH AT =7 el TAANP!
EYHT BB lE~eg | FIT TAHT TGHT el aicial sqacTaTaT AN T9IeT G
7T T J5 [FTERT R TaaE GEET ATaTE EF 5 ANF averar
WGB! ATETHT TI7 FAP] AT TgeT T 57 THF] T HGP! il 97 T gw
T =G A HYB GRAITA T Bl GaT TATAA [ g7 qaF THRIcHD
FACIIE] ET CTH AT HFA-GIT T FAG HATHT BB FIAHA T T
SITERF! FAGAE TN TTE FoeT WEed Fea=al FNIETT [ 74 T gvrees 17
T F TG GHG AT GEI TUA BT A AATAAE TATTHT TATT FAT

faed g7 @it |

9. T
AT 3% T7 AT ST ! TE AISadd] Aaedres SSg | 95w @l
e gerd arEaa ST T TRUHT §re SRHT TR S TEH

@, 33 741 el Geaer Feha A3 TAT A, G ST 9gqed e
AT TEg | TEQT AAAATS Haq TI0 HAD A[gaT, FHAd & Aed AMGab!
FHT AT TS AET AT HH HIHT THHAATE AGHTH A RIS T S ST
T RIS TR ST WY | A A Ay a9 el SEARiT WoH e
I T T YA T ETHATTS SIS |

" HAFHA [, AT AT AN |

LES



T AIHF] H41T g1 qCAdT SAFEATH T AT Wbl geg | Jarern et
qE I U, R0US o AU AL TS AN AUBR W T G | AFT SAAT A
T @b BRI Uheddl GHT qLAdT STIEATIH] T89 FAeied! o | IS ATFFADT
THAAT 5 q el TEATETHT AT T qLAAT AU AFF AT T witar
ges MUl 3fereg | HEUH sANET UL [aT qHa SelRAl qE g qEhuie
BT e et AT g | SAeER e T A9 O 3T Gl TR HRER g1
9N e adr S g MUH I gg | Wigw Afd 2063/53 F AR
qidE a¥ R059/53 B TR AREEHAT MET G309 Addad AThd 69 Uch
T T 0 @H oY q& 0 HUL qAr TRl [HET gAgr whd 93X 92F W %
GY @F U ¥ VO FT AT FElA WUHT G| q9 erafodr 33 g facfa
YEIEET ATAZE RN FaeT Ahd START TFHT ©. I A9 80 HS UeTaT T
% 93 @d YO Fd 50 FHAS TAAT Y= HUHT § | Aldeadl ATMAH auAT Gl
TSI HRAH! (&AW JUHLT AR G . 3G @ &G d6 G HUS qLeldl Fei=
ot | awd S qr el Seamr 9 e 91 A9 e deqshTen
AT BTN g9 9O AT | Uigeel WA el WNT Uiy S(Ey Yo
ARATT FEATATHT @bl o | el &l o a7 By GeareE 3 v enerde
SATEH 41 Tgrs T T e wEiew g

TEY w8 Fieel TR TRAdr Fgedh! AR ARG o TH § 07
Fieel W A [T @ AfUe e dEedEe 9 WEl g | adae
AT Eell Hewd Tea | 8 LAl SwIKAT gaT HETh saTeiay =gea<ar 74 ==
Tefed g, AN ATIMGHT ARG afg g, FHolidb! a7 SAWEY HIAH gal Haaa
TRATEEH T qgT T Al AT Hed W, T Uemde ge eade
FHEATZEAE AR A-qATHT TS U7 T8 faiiy bl TEIANT B AGH greg o
=T TLATC SATAIL A, FHoih] SATIET AGET ITAET ARG oo 7 TR Ta T
A FIATAN I T W AdF qGH TR TEG | TEAN AATAEE AT
THENCAF A ARG AR ILT U Y g Aiwd A W geas wwm
i SUARITEEHT WINT TRE AT SAAEA TS AHT 7 | S AL gaT ATAge
T e W 747 dl gal e Ja8 T |
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3. TR SHAEAIHT TRT A TE g T T SIBTEE

qE I3 Aifgd AABEAR TIH LA ATEATIART AR AL T AT
ITHTTEEH] TAT TE AEeH F |

.9 T AT ICHS FIHT

%) SUNGER BRI SATIEEH! =IAad T sAtsad dmr e 18 e S
T ISIAT Holl q9r [HEae! saTSIET SATdAT T e |

F) FHet dr Ruion S T i SeuRi MUsT TRadidl A9, TEEdl
ATEIIHAT, TGH 87 T &Har, [Odr caaqrIes! GRaT aiade] Teged!
ATIRAT SATTHAH AT ~IAqAH Bl Grar e |

M) e TR FA TEABI TIAICHT UETeEdr Ui 5 qdn el der
A WEdel A G T FEieaqel REreer qre e wdeeE |

Q. AYTE a1 IRHTIHS FIH T

F) A FET A A A3 T4 AT GEATErE FO WA e o saEy |

@) AEE e aaura: Ay qd B gedre A Fem arfiersdr fiEm s
FEIT AHHT T T 1 |

M) GAT TR FRER AT a1 9T AT 9F GeAs ®q@ Ay qor e
FEIRT WRE &6 19 uean |

Aifg® AT 053 /53 A AT SHFEAITHT AT T Y Az ST T T
T WA AT Gl SeR BRER e Wbl g | J8 A=l

AT FARH SIHTEE AT TINERT STHTEE
v far v o far

v ur aEia v @ R

v ROr Setsare (GareEl HRER Avaiid) v [E8q gaq Saeaa
v T AT e v T e ghar

v HAMTATEE aAdr gl

LA



3. AWIAIRT TRIEE

%) Hi0eF qLAdT (Funding Liquidity)
AT AT A FET SFAT T T A1 AT fRat 9 S ger datewt
TICaRE FHAAT T BT AN TR SATEATT D! g TaATS BT
XA A |

W) IS AT (Market Liquidity)

e, fodia a1 TrfEEd Ged THe qord SeT Wa HEaEdel aui
RAAATE FAEG | TAAH AN FH ITHTEEAT ol (o, TR a7,

AT TEFF S B A TS |

M) WG q<eran (Systemic Liquidity)

JATHT g a7 AT IO e dRAdid! AaedTes GO aerar
=g | AT A 9T BT SeaeeHr Fied AE aied g7g W Bl
AT Tgodh! HATAT ATHT IR |
Y. Ay aur Bl ol R T ST
P, qALACT 3T (Liquidity Crunch)
o5 7 facii SearEeA Tate WA T SUCed g TG SEET F 4, 3%
IO T, GIal TIT A GHIGHA HUHT Tcae® I0 I, dAdaars LC @ied
AATHT FIHGE T HIGT g1 AAEATATS qReAdl AW AiH=eg | Farerr &
AT AHTE GAT AT 9 71 Fafd 0 g9, 90aa Shd @ A5, dcanis
FHS YaTE g, e qur FeT YA AW T8, A HAAT A qgaedrl
TRl WA TE SR T (SR A9l A e MR A SR
ThUcHh Tl URATVTHT ST ), TEINIA eTHIbdieee UhUehar gl e
fthal forq (Seawedl @m@e wE W wudy [T fRal oS o
FHROEEH! AHH T g |
LAl AT THIEAE 6

o UG ATAIEH U =g,
o HY YARHI FAY B,

L4



Repo 4T Standing Liquidity Facility o i a'a_‘z' qar fociia Teameed!
o AR dfge el HieEH 4GS qgL o,
o TCUET AN T SHAGTIHT TR s Q‘%Tﬂﬁ
o IT ISHAT THCHS AGT T,
o RUDI AA FH, HEH TEET STARRTHT HINHAT T ATS,
o TRAAT FATERNT SANER Aol TH FOHT AN TG T ARASTIEEHT
B AT g |
g. A% aAd (Excess Liquidity):

% T faclir SeareeAr AT wgae defe® g, W 9AE AT g T R
FAER LT ATAYAF AAT §Y G STEAT HUHT FAEIE A TLAdT Feel
WiHEg | I g AT BT A e, LC HH @iierd, SUIR Ak
AR HA AN HH FY, AATA GET AGHT weq, THNH! @H 9g7], I= AT
farmor Mg, AT HUHT e ITART a1 RO T T8, SRS 0 IETIH
i e g, et TR FH g, TR a9 99T SR FRIER gEree
TAIAHT HIRE Ehl G |

AYF TAAHT TIAEE:

ST AT FHT gAH] SATSEL T,

« Sz qur Bl deumes W@ RERT sEedm @,

» J3 T i e AT e,

= Y SUNEH R J9Asd gel faerdl IWRT AgT qur HHEA @il
URASHIEEHT T B GPATeT olg,

« 3 qr i GEEER F FAE SAAT AT §aT AR SAAEIET WA
ol o qEwT g,

= i TR TeTeT es ArarERT g,

» YR ASRAT GHWICHE T I |

¥\9



7. JLAAT AT (Liquidity Volatility)

o3 o i GedarEeH @l aedr aiel, Aaa qur ARu ®IHr g
A USH HE R IJIAeHdH] TATAH T THaT AIEAAS qadl ARa
AR=g | TeT JF 99T A ST T SUCSUadl Hieel 98  Higel AcaE
HH gl TAbeATs TS | TATTHT AT AT FTAT AT (HATTH ol e,
F HRTHT AR, 5% qar o eaee FET T Fut 9fg A aeqaT T8,
forer @ e At cqavare Radweia gy, aie afffer e T
ool B, ERESR A1 BT BRI JAHRSE B, AhFI-hIHS-TheI3-
TEN 71, ASIdE AR, oAy IRadeie Scael Jgd qa7 deaied T
g e A gE-eHIae aArE-SA=qAe T d IREaT e HRUEE
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Y. ST STETHT THE TR THeE:

AT foiT JoTe T qRerar =6 (Liquidity Cycles) THATTAR EIEEREERERLEa]
TATEHT AR TETE §4 AT & | Il ol Hifges i, =g qern e deurees
ot AT G, TAT @ GAGE TH G (AT TAN AE HFTHT Taeed
TN TRAAT HHITHT HEa ol HaET Wl G| oWd 35 I0Hd! TR
ATAH &1 TITTHT AT ATEATT SBhT AR UK Wb I -

TRl T (ROYE—RO0EE) AT WSATg YaEH Jeoi@d 9fg, A3F S
forear, aar TR wEH! afger faxi yomelEr waid aXedr Sudsd quET i |
TG FARTAT ol (AR FEw FTHT T AFEEATH AT Freqel Jeerens S
feor Tt g |

T T (R0§E—R0LY) W FHol faear far Aawr g 9 Faw afy @@
ATAAHT G TAFET AAGH AT ATEH] TGHEAEE a@l T (90 | 9 Farew
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TGN =T (R089—30&) AT YHFIUGH! TAMAIT, AATH qe drg, T B
GHHT [eAgel aadl =T ATa{dd ©IAT Tehl g | TAT J08Y—300Y &
At YHeaa qar AS0F TaTe Hel HAH! N TAdT Geol qeaTgHl aw
g |

e =T (008 Ul W OURMNS EIA BIMS-q% WETHNHT HRO AH
T gea wuddt Sfyy el qate qeer Wi F@r T @ j0se—
R0WE A A st €T FEHT FRT A(0F AT ARG TS TE IOMAHT T
TR TRAAT FE RS WU T | a€@ BRI Seli-HEd A (CD Ratio)
I @A qTA T AgeEels Bl YATEHl WAHTEE G AT AT T |

FAAA TRYETHT, BT Gl AT, ST SAbT TARHAT g =18 qid,
aur ol &bt ot AN 3R SAN-ErEe qYedl cHaeaeg At
TAEED! G| T T gel Aige AT qCeAdT GbeEars WW%Q@T
ST AT, Interest Rate Corridor, TFWW@%W WWW
EIAT TN & ATTHT |

FHYAT, AT AT THe® ATl GLAT, T e, Toea—aeh! AT
T A& AAD! AT qraead Wl g | A Fheed! A B
et RuRar, w Arafd e, 9w GRy oAfdE TEwdsT qdeeaEd
IS 2@TSg | FHUHT SUITAT diadish] ATEATTs SeTaaHI b qIeiehTHT
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Ut T AF CRR STAT T FHIATSIT

R0%9 AR A FRT TgEeh! HEHT AT T g, it
;@;‘lea GATEHT faedrAE! A foruet |
3y au i dewmn fem g O
AT AT/ : s
R0&R—R0%E | IARTSE e, Ay, i
. AR, aar WEE A FArieEET
(Volatile)
EEIER
:gji_;iw ST T ST ﬁ@mﬁwﬁ@w
coss (mor) | e w e fal, oy oo =l dearr ST
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(Liquidity Stress) _ |
>Rt ZELSILE]
o qur i
086 ¥ — | Secl@HIT AUE | AWC/AWE g, TWHR qdqr [l &
RO&E YW | AT (Excess A ‘oﬁ{; T Wiy WO AR
Liquidity) ISR
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T I ST AEHT IAREEE, THRH! YSRTd
305c—300 | Volatility gar geaan, Best ggr @Rl qo A@fe
cpreal TN AN aeagEh] TATT |
Iz T e THFUg  AeTPIc aRadl ggad, ANd®
2062063 YEAEEHAT  aeldl | Me1a=al  (Sanction), ATAG—ATT &,
Tg= (Liquidity | fael wer wfefq wcar %A, Weamg aar
Crunch) e fafatear frmEe |
AeqH AT HHY: | AMGEH PHArmer A gar, Mew EEar, s
R093—300% | U TR TAEHT Tqerd g, A% liquidity ratio T
EEr] e FEe dfed yafd |
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Post-Covid, raeardt sfdie g, WHeara

Doz ope | T T JAR—ET, 5T HaT AR Tede, TH
< Toes FETATH LA GEHT AT, Wed A W e
I qAT gl U |
Afgw ot

HA ANTD] FEAT, JReAH qar faeel 751
grfaar Jecrea dfg, Fem afg ) o=

AR =0, TEN @9 HHENR, AR 9

Feafes aerdar

Rozo—30z9 | (Excess

Liquidity _
(Interest Rate Corridor) AT &S |
Pressure)
§. AT SHFEITAT e AT R0GR/G3 A HUHT SHACIEE:

FITA FHHIM: TIAT Foobe HHAT b AACAHT FEEHNT Afogd G &bl
F | fauuer svare, el wewsr awme, Fatd gemde el AfFaa g seer,
g T i GeaE Al BT BT AT T BT A SASET 9o Wl
T | foiia qarHT AT 5= AMdlg T, Aeers gsil HEvHE dieated T, R
Ul T€d qT T SIS AL SRIUHT AT, ARG UIH HRRTT GERHAT
BT 9 ARl AN T4 e qE gl WGk AAa Terhl qadee
TR G
% AMSFH TG T AGTAB] AT [FHEHT AN Hed T A [RaRar Had
T T ST @A |
A g RuRar, Hed FRuRar, suiey RORar aur aRedr sawdTa_aET St
e Hifg® AAEr s T HEE sAeeE TEReHE 5 AR Se
Eneal
% AF gomeNHr wate A RE T ger a6 GAaed qe qehd g
T TRIUHT |
% FEYIRET Agar foar, for Rar qur warl waa gfadee wan T A
T |
A % 741 el GeaeERed Afift R WOH RS THTEE €O e
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TAT A SMGUHAT overnight AT Gfarem T sHTE Waem™ W& |

Ayl Fa=TsT i Il v q9r ool e Hafid s fEaem
T |

THAATT AT TATAFEE A A T SSTAT AT e |

AMAE a7 R053/C3 H AN fAEqd HFURT 3T 43 Wi T Hsfemad s
FHe AgaT 93 AT @ FEaw W |

3 qA1 el Geareht WiRa AiEa AraRely SeTs Aiige e e qedeh
EIAT TG qed TAAerd ¥ HHAT AR Gl TR FRER FHATAE
Faan fauaT |

o3 qr AT Geare A A draeay s S SR e B
B T AT SR HRER G T |

SITSER. FHNSRHT Hfded! WHHT T WH Faels &.% TAedare ver &
YT ¥ SATSEY HREREHT Tecll YD €A Whl HET gga- s 3
TS TS R.\o¥, Fiderd HEior e |

T TTATS Y AL B2TS Y.L FAerd B TGHT |

TFICHT T A G F g e sHaearars Freaer fgu |
AT T/TE ATA (CRR- 4 %) 1 FdiHeb el A9 (SLR- 12 %) qeareet
forrmm swae TuEd Wl

AT OMAHT @ TR GHih] A SAATIAAATE TATEBY TG
ATTAHATIR HAA qE A3 F00A Heabra T |

o qu ol GeaEEde M deaiaE BRENES 99 SEedd T aRee
TS AT THABT FRIAR AT TE S5l Fel FTHA T b T JOTeTa
YR T |

I3 B deaEEdT WaAd WRaw HE T edhed e T
?ﬂr—d'{lfgq AT XA A9 Liquidity Coverage Ratio (LCR) T Net Stable
Funding Ratio (NFSR) &l Sqaed@®dhl TATAHRI FHETAIT U RIS Al
& aqad aedl M sqaea™T TRad® T |

AT FFEEHT AT SNGH ATEAITAS Y& TG AT TLeAdT FATET
Heargd PIED (Internal Liquidity Adequacy Assessment Process-ILAAP)
Tl ARTEE S A |
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x Rfea Ay aur qoort womel Rreardn weefad qierar aEvasdEErs
ETTAT e |
o, Y T FATAHT ST G GRATTaT STHe &
T AT ATT YA SAUAT ACANYE aRedl Had da9s WO ared, S
SIAEATIS T QU =i Yiell T T|y Adav%] Al A6RIcHE A98 qi+
A3 Fg | el TBTASHISHG] JREHEE oAl I aag:

%. 99 ST URASHEEH FAH! ST HH §J: TFEEHAT 3o AT A
TgATdi Hstiehl AT =4 g q4T WRT Uh[ boiiehl JTNT Ui Jearg-efier &rrar
TG AT v, A TE (T FOneter e afgHn yoae qnmEr i wea |

. TEEH TG 4G FTHT e (idle liquidity) < BS-FET Aa HETEg
T ITEEH! AEH T ASE |

T, A AT AT AAH TAD §al [ TAN HA(D! AT TSTHH <@l
TE | TG SgEEd e fRuramr R Ay, Wi w0 Y6 e
FeaEa T, FerTateTs T ST T FecatE THET A SHH e
AT R T |

H. ST G T TR AMaad qed drg: S Aiid [Mae TgaT SeA
Afdfes 5 vatee vt HeadT dAFafad afg T weg | Fger wiasaan i
gkl WG Tede, O 95 T GO qfa=a gaerg gt O weFg |

. Famwe T S8 Syt wit A el ol At qeerr €91 systemic
risk =G GHATEAT §° | T AHHTAT SRR, stress testing, T contingency
planning ﬂﬁﬂﬂfgr_\&l HT%, TH @9 T Toed Jaesh! AFaHqaae 3o
g1 structural liquidity surplus ®s =TT W& AEwiHE o sqareeTa=TA
IR T TWEYAE g dfad geg | Sfedfed # T FEEAr aied
SAATAIAH] AGH I T 999 |

5. Tl GAEAT T TG ARG STANT

Sorern A3y qur Rl yoreln TRaue “afie aearers i aiie e T i

FHERIATHT AW FTART 7 0 i aar g SUae® dusT A,

ST RAATTs %S TEHT FeT Tad, Thed, 98 Sedl Icaa=eia A st
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RETAT T A, Rl [faRar Arhd & Weed ITAETAT TN T, YSHersiRAT
R E R ENCIRICEU AR T @ ST SHIRISTLHT Eﬂ%@ JURT-GACH-SATIR. ST b]
Tfereferar g, TEFT @ ag WA AT el dig g ANATH GHETT AThH

TRYAHEEH] GDHcHD TNATT AT §al AGT-A FHETH AIg GHATEAT Tog | el

ALAdT T UKD SATSIGIHT <™ FfTAT T M ST IS ATeva T+
C ﬂ%ﬁﬁm?w (Targeted Credit Programs):

THR T s Fader Fat q@Erar A, JET @rdR, ae-aead 399 (SME),
TR T, FU, TG RS TE@ WEWHEAWE A ded T
R A-ae /agleaqel 0T g S Raed e Tqaeg | &l HEHHAT
FgEed A T AEHET A dEREE e T wa §ET aXadr aenaa
Y | TR e g4, 3¢ faprefier Ao T4 ST weaeT WUHT HaHH
eI T Aieash] e HEHT Ghd 9UHT G| St FeFT Wl aeadrarg
IR Bl T AHHBI AN a7 YATIRAT A0 L AMAD Fhgepl T
ARTEUH! F |

@. SrEferi 7 T 9w o (Long-Term Lending & Public Investment):

e LAl SATEY = AU FTEATHT GLBTel AT FIT Ahe (3T JOTdar
TEHT TAATATE AT TR RS (S Te% a1 I, faga, arir e,
SN, S G, 9, Tareed, e aiadest @) | T I 99 | a9 B
i woreliers afeT sATET W Jemd R, wmfe—atie fHew €
AT AP AR AT ST FdNT e | T8 GhRD! WM et
ARIHTT T ATTEUHT F; FEt AW A0 qA7 HUE A G aRErer T
AR AT AR EeaasH! &A TRl aered diehg |

M. Bond Market BER T H&RIM TRTMIHT ara (Capital Market Instruments)

EAREEIGE

THR T Fams FEmd daeid 9eg ST T primary  dealer system €S
THTEHT AT AT T4 | T8l Tgeedls guard T Aol auie! b
femeg T TS A s sted ot Raxar T O semepr R anE
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TAREY | AT T IH 2&T el HJbeed! Ghel ATAT 7 TR [@hRd gal
Iz 9 i SR R ANE dAdTTS ST RiRegHT I WANT I

qibg Wl ST |

", RWI—EE 9eel T qd ¥ (Risk-sharing & Credit Guarantee

Mechanism):

BN a1 g 53 a9 B Geareeel e TS ®US o WikH asEr
A (Risk-sharing schemes) TIUAT T Hag | Tdel Sge®als SG@Ul a%
BTN, Tavadaeiad T Afhad oW 9 IRAHMT 0 BT IRd TE |
T ASEEHET AN default ST HH e, 919, qeadl FOHT I0dr Icara=eie
FATEHT AT GRIAT T | Il Aied (g €99 FANTHT AT ) | Ferm
FA-AEIW I, T uRdre, Terded T aieid qate a6 Wbl
qEATFA qE T |

T. dige AT STEwEed EERs guR T @R (Structural Reform of

Monetary Instruments):

e @@ (=5 3%) < Repo/Reverse Repo SUHUEEHT #afd (tenor) T
ET (term) e ffEdiwr w8 G wEfy  qur wERE a6 9F (S
overnight, 7-day, 1-3 month M) | ST a?i‘ébobl qLAAT ATALIHAT T SIE BT
TR W= e WednT g | @1, Interest Rate Corridor &1 F@X T
HaeHes T T EHHRAT 3B TRATSA T{0e, TH @A SeHT SATSIE |
TEIRAT BT T GEdNT T | T GURICHSD IJUH BT qLAdl TS THEHY
TG T SANRY, Hiec Fae adr faciid RouRammr avqa TRIsT #gd g |

¥, i soR ar it soR#! §&an @™ (Financial/Capital Market

Development)

AT aeF AT geAr, 9 A e, 8T Hre, SHATHC I AT ATeTH
AT IO T T ORI YAE YA A | Twe A3y yonel Wi i
Ty T fori yoelies Fecdqul aMIse STael aiadl A=admsl Sied F9 TE |
ISl e famrar T faitr wemafeTarer el i safea gHfea T8 |
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F. GEsHE O SgaeTT T WE-yaga™ @H-ad (Public Financial Management
& Cash-flow Coordination):

TFR T FE0 a5d Faid ga-ag T80 TFHR @9, H 9T T WE JaEsh|
TEATH T GRIANTST TF 9 | TE-Haid difciadr AqaR @= T qored de
AETHIAT WA AT T ATEea® aadl 8 aHaaFd Jevaad | ey omerar
AU TIA TR AT AR fochir Feamgeel Ui Aasi-e o sqaedm
QRS el Frafiramr e RRiE T e |

I=9 A aqwt%\lfﬁ‘cﬁg%}%?{ ASY | ATGLHT TETHT, TS Arerd 07 aTE,
AEBTA qETa GRATSH, Gt aroiY foerE, T fociia eI ITIRT TR A
AMGeTS Yge SIS ke | ST TEHT, T3 q97 BT EATeE T Surer O Az
I T, FAe weqed, T SigH srEedd gHtEd T facie e
TR 9@ 99 99 |

TEUHT AT JOTEAAT Wbl aAfdish aLeAdl T =47 AR Adaeael o for ae
FACAT WUHT A(Gwe] | TTHT AN 55 qA7 EIeiia Geresel ol YaTe &7 Tamaa-ar
@ Fofieel afEs, 79, 9 T aAad FanaE sea wafiedr [ srEas
wH g ol Tarficasr @it SeaiEa AueveH weia FaEeeT caaeaars
AN TE HE: Afiies FETeE ghdl ae T I aaia AEE q
YIRS I=a1 WrefteBarar TE Hf g Fofrar T3 qon B dearers o
N HaR @ e A1ava® B |

<. A

fara Y afEr Fre@vedr BT qldar ARRAT WUHT IRaTg | g Afd AR
URGHAHEEH] AU [ BT Urgegg | el A= Sfge e dan =
NFHIeE, o7 dF a9 [y Geaeed! Gu-adHl qiadl SaaedTITHT i e
TIAT AT T ATAAM T BTN ForT Giedeh! WhTels HE-=a=ar qo
AATAITE Eh! G |
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Rationalizing Functional Responsibilities for the Development of
Federal Nepal: Clarity, Efficiency and Performance-Based
Governance

4 Dilli Raj Aryal, PhD"

Abstract:

In 2015, Nepal’s shift from a centralized state to a federal democratic republic
marked a transformative governance reform in the global south. Federalism mainly
aimed to address decades of central dominance, social exclusion and uneven
development by allocating authority across federal, provincial and local levels.
Although, the constitution specifies functional responsibilities, their practical
implementation has faced ambiguity, overlapping mandates, fiscal inefficiencies, and
intergovernmental coordination. Effective federal governance depends on clear
functional assignments, predictable fiscal transfers, and accountability aligned with
performance. Nepal’s federal transition is further complicated by legacy centralized
bureaucracies, pre-federal legal frameworks, and institutional challenges. In this
context, the study examines strategies to rationalize functional responsibilities,
enhance intergovernmental coordination, and improve service delivery. Based on
constitutional review, comparative federal experiences, and sectoral cases, it
identifies gaps in legal clarity, administrative capacity, fiscal alignment, and
collaboration mechanisms. The study introduces a Clarity-Efficiency-Performance
(CEP) framework to guide functional allocation and implementation, providing a
structured approach to realize the constitutional vision of cooperative federalism.
The findings contribute to wider debates on decentralization, state restructuring, and
multilevel governance in emerging federations.

1. Introduction
1.1 Background

The political course of Nepal over the past seven decades reflects a recurring struggle
between centralized authority and demands for inclusive, decentralized governance.
Historically, political, bureaucratic, and fiscal power remained concentrated in the
central limiting local autonomy. During the Panchayat period (1960—-1990), local bodies
largely served as administrative extensions of the centre with minimal space for
participation or independent decision-making (Lawoti, 2014).

The democratic restoration of the 1990s initiated decentralization reforms, most notably
through the Local Self Governance Act, 1999. Although these measures introduced
participatory planning and nominal fiscal autonomy, their impact remained constrained

* Vice Chairman, Lumbini Province Planning Commission, Lumbini Province Government, Nepal.
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by political instability, weak institutional capacity, and the persistence of centralized
administrative practice (Sharma, 2018).

The political parties' movements exposed deep-rooted political exclusion, centralized
governance, and uneven development pushing demands for structural transformation.
Together, these movements laid the social and political foundation for adopting
federalism in Nepal as a system to ensure inclusion, autonomy, and balanced
governance.

With the Constitution of Nepal, a three-tier federal system-federal, provincial, and local
levels-was formally established. Schedules 5-9 outline exclusive and concurrent
powers, signaling a transition toward cooperative federalism (Constitution of Nepal,
2015). The federal model aims to deepen democratic participation, promote
subsidiarity, and strengthen sub-national capacity for service delivery (Oates, 1999;
Faguet, 2014).

However, nearly a decade of implementation, persistent challenges hinder effective
federalization. Ambiguous functional assignments have produced duplication, disputes,
and institutional resistance (Thapa, 2020; Khanal, 2019; UNDP Nepal, 2022). Provinces
struggle to define their legislative scope, while local governments face human resource
gaps, inconsistent laws, and limited administrative support. High fiscal dependence on
federal transfers further constrains sub-national autonomy (Bahl & Bird, 2018;
MoFAGA, 2023).

These issues underline the need for functional rationalization to ensure clarity,
administrative feasibility, and alignment of authority with resources. Comparative
federal systems show that clear functional assignment strengthens -efficiency,
coherence, and accountability (Watts, 2008; Smoke, 2019). This study argues for a
Clarity-Efficiency-Performance (CEP) framework to diagnose gaps and propose
reforms that enhance coordination and institutionalize cooperative federalism in
accordance with Nepal’s constitutional spirit.

1.2. Research Problem and Objectives
1.2.1 Research Problem

Though the Constitution of Nepal introduced a federal system, however, the practical
distribution of functions among federal, provincial, and local governments remains
unsettled. While Schedules 5-9 outline responsibilities, implementation through laws,
policies, and administrative procedures is inconsistent and many pre-federal statutes
still govern key sectors. As a result, federal institutions often hold roles intended for
sub-national governments, creating overlaps, unclear restrictions, and confusion over
program ownership. This leads to duplicated programs, limited provincial and local
autonomy, heavy reliance on federal direction and transfers, and weak accountability.
Transitional civil service arrangements, inadequate coordination, and political
instability further intensify these issues.
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1.2.2 Research Questions

This study examines the following core research questions:
e  What gaps hinder rational functional distribution?
e How do capacity, politics, and coordination affect implementation?
e  What lessons from other federations are relevant?
e What reforms can align functions with constitutional intent?

1.2.3 Research Objectives

The study aims to evaluate functional assignment framework and propose reforms to
improve clarity, efficiency, and performance-based federal governance. Specific
objectives are to:

e Analyse constitutional, legal, and procedural foundations of functional
distribution.

o Identify operational obstacles, including capacity gaps, overlapping mandates,
fiscal dependency, and coordination weaknesses.

e Draw comparative insights from international federations.

e Apply the CEP (Clarity-Efficiency-Performance) framework to assess
functional coherence and outcomes.

e Recommend reforms in law, institutions, fiscal transfer, and administration to
strengthen cooperative federalism and enhance development results.

2. Literature Review
2.1 Federalism and Functional Assignment

The main spirit of the federalism is the division of powers among multiple levels of
government each enjoying autonomy within its constitutionally defined jurisdiction. At
its core, federalism seeks a balance between self-rule and shared rule, ensuring that
constituent units retain authority over local matters while participating in national
governance (Watts, 2008). The effectiveness of this arrangement depends heavily on
how clearly functions are allocated among federal, provincial, and local governments.
Clear assignments govern who provides services, regulates sectors, manages resources,
and implements development policies.

The principle of subsidiarity reinforces this functional distribution, advocating that
decisions should be made as close to citizens as possible while reserving broader or
complex functions-such as national defence, macroeconomic management, and
interregional coordination-for higher tiers of government (Oates, 1999; Bird &
Vaillancourt, 2006). In practice, federations differ like Germany and Canada, specify
competencies in detail, whereas others rely on legislation, intergovernmental
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agreements, or institutional forums to clarify responsibilities (Benz & Sonnicksen,
2017). Ambiguities in functional allocation can create duplication, inefficiency, and
intergovernmental conflict which is challenging for rapidly implementing federations
like Nepal.

2.2 Decentralization and Local Governance

In decentralization, the literature emphasizes that clarity in functional roles is critical
for effective governance. When local governments possess clear mandates, political
autonomy, and administrative capacity, they can better respond to community needs,
foster inclusion, and enhance service delivery (Faguet, 2014; Smoke, 2019). Equally,
poorly defined responsibilities coupled with limited resources can leave sub-national
governments overburdened, underfunded, and weakly accountable (Shah & Thompson,
2004).

The constitution grants substantial authority to 753 local governments, encompassing
development planning, service delivery, regulation, and infrastructure management.
However, many local levels face human resource shortages, technical gaps, and
inconsistent regulatory frameworks (UNDP Nepal, 2022; Sharma, 2018). This
highlights the importance of functional rationalization in translating formal authority
into practical outcomes.

2.3 Fiscal Federalism

Fiscal federalism links responsibilities with revenue authority. Sub-national
governments require predictable and adequate resources to execute assigned functions;
otherwise, dependence on higher tiers undermines autonomy and accountability (Bahl
& Bird, 2018). Federations typically employ a mix of own-source revenue, shared taxes,
grants, and equalization transfers to balance capacity. Nepal remains in transition:
provincial revenues are limited, and over 85% of local budgets rely on federal transfers
(MoFAGA, 2023). Conditional grants and overlapping programs further constrain
operational autonomy, directly affecting the execution of functional responsibilities.
Performance-based transfers are most effective when subnational governments have
clear incentives, reliable data, and sufficient autonomy to respond to measurable
performance criteria Khemani (2019).

2.4 Comparative Federal Experiences

Comparative evidence provides lessons for Nepal. In India, the three-tier system
demonstrates the need for continuous review to manage overlaps, while Ethiopia
highlights that constitutional authority alone does not guarantee functional effectiveness
without capacity and political commitment (Chaudhuri, 2007; Alemu, 2015). South
Africa’s cooperative governance model uses intergovernmental forums to harmonize
sectoral functions (Steytler & Fessha, 2007). Whereas Germany clarifies the benefits
of precise functional delineation combined with robust fiscal equalization (Benz &
Sonnicksen, 2017).
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2.5 Nepal-Specific Studies

Nepal-focused studies identify recurring structural and operational challenges.
Discrepancies between constitutional assignments and inheritance legislation create
confusion (Thapa, 2020), whereas federal ministries often retain control over provincial
functions (Khanal, 2019). Capacity assessments reveal human resource and institutional
gaps, and limited adoption of performance monitoring constrains accountability (UNDP
Nepal, 2022; Pandey, 2021). Together, the literature highlights that successful
federalism requires coherent functional allocation, capacity building, fiscal alignment,
and institutionalized intergovernmental cooperation.

3. Methodology

This study adopts a qualitative, desk-based research approach to examine functional
responsibilities within Nepal’s evolving federal framework. Given the complex legal,
administrative, and political dimensions of federalization, a qualitative approach
facilitates the understanding of constitutional provisions, policy frameworks,
institutional arrangements, and comparative federal experiences. This method
prioritizes interpretive analysis enabling the identification of systemic patterns,
operational gaps, and inconsistencies across governance tiers.

3.1 Conceptual Framework

Developing the federal system in Nepal, analysing functional assignment challenges
requires a framework that links constitutional intent with practical governance realities.
This study employs a Clarity-Efficiency-Performance (CEP) Framework, drawing
on literature from federalism, public administration, and fiscal decentralization. The
framework provides a structured approach to assess how responsibilities are defined,
executed, and translated into tangible development outcomes. It also highlights
structural gaps and operational constraints in intergovernmental relations.
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Clarity-Efficiency-Performance (CEP) Framework for Functional Assignment in Federal Nepal
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The Clarity—Efficiency—Performance (CEP) framework illustrates how legal and
operational clarity in functional assignments enables efficient execution across levels
of government, leading to improved service delivery outcomes. Performance feedback
informs continuous refinement of legal, institutional, and fiscal arrangements in
Nepal'’s federal system.

Clarity: Clarity refers to the extent to which constitutional, statutory, and
administrative instruments provide unambiguous definitions of governmental
responsibilities. Clear functional assignment reduces duplication, mitigates
intergovernmental conflict, and strengthens accountability (Watts, 2008; Oates, 1999).
In Nepal, assessing clarity involves reviewing the precision of Schedules 5-9, alignment
with sectoral legislation, operational guidelines that translate mandates into action. It
also involve assessing the coherence of institutional arrangements-including ministries,
regulatory bodies, and intergovernmental mechanisms. Ambiguity in concurrent
powers, outdated laws, or centralized institutional dominance distorts functional
boundaries, limiting sub-national autonomy and fostering inefficiencies in service
delivery.
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Efficiency: Efficiency examines whether functions are performed using optimal
resources, minimizing duplication, and delivering services at the appropriate level.
Principles of subsidiarity, economies of scale, and internalization of externalities guide
this assessment (Bird & Vaillancourt, 2006; Bahl & Bird, 2018). Efficiency requires
assigning responsibilities to the tier of government that are equipped technically,
geographically, and fiscally. Effective intergovernmental mechanisms like councils,
committees, and shared information systems, and robust fiscal arrangements,
predictable transfers and revenue autonomy further determine operational efficiency.
Misaligned functional execution or insufficient resources generates parallel structures,
fragmented programs, and system-wide inefficiencies.

Performance: Performance evaluates the extent to which functional assignments
achieve effective service delivery, inclusive development, and accountable governance.
Performance is shaped by clarity, efficiency, political incentives, institutional capacity,
and monitoring systems (Smoke, 2019). For the performance measurement, key
indicators include service outcomes, planning and budgeting quality, responsiveness to
citizen needs, and accountability mechanisms such as audits, public hearings, and
performance-linked grants. In Nepal, variations across sub-national governments reflect
differences in capacity, fiscal autonomy, and institutional maturity, illustrating how
structural and operational factors influence outcomes.

The CEP Framework shows that devolution alone is insufficient. The functional
challenges like overlapping responsibilities, unclear concurrent powers, and central
intervention gaps in clarity and efficiency undermine performance. By integrating these
three pillars the framework provides a diagnostic tool to align constitutional mandates
with operational capacity, guide targeted reforms, and strengthen cooperative,
performance-oriented governance across all government tiers.

3.2 Research Design

The research is exploratory and analytical, aiming to map functional ambiguities,
highlights implementation challenges, and propose evidence-based reforms. A desk-
based design was applied due to the accessibility of comprehensive constitutional
documents, legal instruments, policy reports, and empirical studies on federalism. The
study employs a comparative perspective analysing federal systems of some countries
like India, Ethiopia, South Africa, and Germany to contextualize Nepal’s challenges. It
also help to and extract transferable lessons for functional clarity, intergovernmental
coordination, and performance-oriented governance.
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3.2.1 Data Sources

The study draws on four main categories of sources:

o Constitutional and Legal Instruments: The Constitution of Nepal, particularly,
schedules 5-9 forms the foundation, supplemented by federal and provincial
laws, sectoral acts, and administrative directives to evaluate alignment and
coherence of functional mandates.

e Government Reports and Policy Documents: Publications from MoFAGA,
National Planning Commission, Ministry of Finance, and sectoral ministries
provide operational insights. Provincial and local reports offer information on
program implementation, fiscal flows, and administrative practices.

o Academic Literature and Empirical Studies: Peer-reviewed research and
Nepal-specific studies provide theoretical grounding and empirical evidence on
functional and institutional challenges.

o Comparative Federal Evidence: Functional arrangements in India, Ethiopia,
South Africa, and Germany are reviewed to identify lessons in functional
rationalization and performance-oriented governance.

3.2.2 Analytical Approach

Documentary content analysis is used to examine constitutional provisions, legislation,
and policy documents, identifying ambiguities, overlaps, and gaps in functional
assignment. Sectoral analysis covers education, health, agriculture, infrastructure, and
environment. Comparative analysis evaluates how other federations address functional
clarity, intergovernmental coordination, and fiscal alignment.

The Clarity-Efficiency-Performance (CEP) Framework guides the assessment:
e Clarity: Consistency and precision of legal and administrative assignments.

o Efficiency: Avoidance of duplication, operational coherence, and alignment of
fiscal and administrative capacity.

e Performance: Service outcomes, institutional capacity, accountability, and
responsiveness.

Triangulation of legal, policy, and scholarly sources strengthens validity and reduces
interpretive bias.

3.2.3 Scope and Limitations

The study focuses on sectors with noticeable coordination challenges: education, health,
agriculture, infrastructure, and environment. While the absence of primary field data
limits direct observation of local implementation, the richness of secondary sources
provides a solid foundation for analysing functional rationalization in Nepal’s federal
context.
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4. Gap Analysis and Challenges
4.1 Federal Context and Functional Ambiguities

Nepal’s Constitution of 2015 restructured the state from a centralized unitary system
into a three-tier federal democracy, assigning authority to federal, provincial and local
governments to deepen participation, improve service delivery and strengthen sub-
national autonomy (Constitution of Nepal, 2015). Although the constitutional design
provides formal role delineation, implementation has remained uneven. Functional
overlaps persist despite the allocation of exclusive and concurrent powers in Schedules
5-9. In sectors such as education, health and infrastructure, federal dominance
continues through control over staffing, budgeting and project approval processes
(Thapa, 2020). These ambiguities weaken subsidiarity, distortion accountability and
limit the efficiency and responsiveness expected from federal restructuring.

4.2 Performance-Based Governance as an Operational Response

Performance-Based Governance (PBG) offers a practical response to functional
ambiguity by shifting attention from jurisdictional authority to measurable results. PBG
emphasises accountability, outcome orientation and efficient resource use, making it
particularly relevant to Nepal’s evolving federal system (Shah, 2016; Bird and Smart,
2020). Rather than assessing authority through formal mandates, PBG evaluates
government effectiveness through outcomes and outputs (Bouckaert and Halligan,
2008). International experience from Australia and India demonstrates that
performance-linked intergovernmental transfers can incentivise sub-national
governments while preserving autonomy (Podger, 2017; Rao and Singh, 2020). In
Nepal, PBG can align sectoral responsibilities with national development objectives,
reduce duplication through incentive-based financing, strengthen citizen oversight via
transparent reporting, and foster intergovernmental trust by emphasising shared
outcomes over mandate disputes (Watts, 2008; Dhungel and Paudel, 2021).

4.3 Institutional Capacity and Human Resource Constraints

The effectiveness of federalisation in Nepal is constrained by limited institutional and
human resource capacity at provincial and local levels. Despite constitutional
empowerment, sub-national governments face serious administrative and technical
limitations (UNDP Nepal, 2022; Pandey, 2021). Provinces were established without
robust bureaucratic foundations, while federal district and regional offices continue to
operate in parallel, creating dual reporting lines and weakening provincial authority
(Thapa, 2020; Khanal, 2019). Local governments, particularly rural municipalities, face
acute shortages of skilled personnel in engineering, public health, agriculture, finance
and planning. Centralised control over civil service deployment further restricts sub-
national autonomy and reinforces federal dominance. Weak planning, budgeting and
monitoring systems limit evidence-based decision-making and hinder performance-
oriented governance.
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4.4 Intergovernmental Coordination and Institutional Relations

Effective coordination across federal, provincial and local governments is essential for
functional clarity and performance-oriented federalism. While the Constitution
emphasises cooperation and interdependence, coordination mechanisms remain
underdeveloped. Vertical coordination is constrained by the continued presence of
federal administrative structures at sub-national levels, restrictive conditional grants and
disputes over legislative authority (Thapa, 2020). Horizontal coordination among
provinces and local governments is weak due to the absence of formal platforms for
joint planning and policy harmonisation. Informal political coordination often
substitutes for institutional arrangements, reducing transparency and predictability.
Comparative experience highlights the importance of formalised intergovernmental
forums and structured coordination systems (Chaudhuri, 2007; Benz and Sonnicksen,
2017).

4.5 Comparative Lessons and Implications for Nepal

Comparative federal experience offers important lessons for Nepal’s functional
rationalisation. India illustrates the value of codified functional assignments,
institutionalised intergovernmental councils and performance-linked fiscal transfers
(Chaudhuri, 2007; Rao and Singh, 2020). Ethiopia demonstrates that constitutional
autonomy must be matched with institutional capacity and sectoral standards to ensure
effective service delivery (Alemu, 2015). South Africa and Germany show how
cooperative governance, professional civil services and fiscal equalisation strengthen
efficiency and accountability (Steytler and Fessha, 2007; Benz and Sonnicksen, 2017).

For Nepal, these lessons underscore the need for clearer functional definitions, stronger
coordination mechanisms, outcome-linked fiscal instruments, professionalised sub-
national administrations and systematic adoption of performance-based governance to
consolidate effective and accountable federalism.

Gap analysis through the Clarity—Efficiency—Performance (CEP) framework,
highlighting structural, institutional, and performance-related challenges.

Table 1: Gap Analysis through the Clarity—Efficiency—Performance Framework

CEP Dimension | Observed Gaps and Challenges Underlying Causes

Persistent overlap in federal,
provincial, and local roles, | Ambiguities in Schedules

Clarlty particularly in education, health, | 5-9; legacy of centralized
(Functional . . .. 4 .
. and infrastructure; continued | administrative  practices;
Assignment and . .
. federal influence through staffing, | incomplete sectoral
Authority)

budgeting, and project approval | legislation
despite constitutional delineation
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Efficiency
(Institutional
Design
Resource Use)

and

Administrative duplication due to
parallel federal district/regional
offices; weak intergovernmental
coordination mechanisms; delays
and rigidities in fiscal transfers

Concurrent mandates;
limited  authority and
capacity of coordination
forums; conditional and
delayed grants

Performance
(Service Delivery
and Outcomes)

Limited linkage between assigned
functions and measurable
development results; weak
monitoring and evaluation systems

Absence of outcome-based
frameworks;  inadequate
data systems; capacity
constraints at sub-national
levels

Dual reporting lines for staff;

Centralized civil service

](Eji?ilzzgc unclear division of operational | control; persistence of
y versus policy roles federal field offices
Poor adoption of program-based | Capacity gaps in planning
Efficiency— budgeting and performance-linked | and financial management;
Performance financing; weak incentive | lack of performance-based
alignment grants
Clarity— Mandate ambiguity undermines Overlapping competencies
s and weak enforcement of
Performance accountability for outcomes

functional boundaries

Comparative CEP
Lessons

Successful federations combine
precise functional clarity,
institutionalized coordination,
professional civil services, and
outcome-linked fiscal systems

Strong legal frameworks,
cooperative
intergovernmental forums,
and performance
incentives

5. Discussion and Recommendations

Nepal’s transition to federalism has revealed pressing challenges in functional clarity,
institutional capacity, and performance-driven governance. Addressing these requires a
coordinated approach across legal, institutional, fiscal, human resource, and
administrative domains to ensure sub-national governments can operate effectively
within the constitutional framework.

5.1 Legal and Constitutional Reforms

Revising Schedules 5-9 to clearly define exclusive and shared powers, supported by
sector-specific guidelines, can reduce overlaps and ambiguities. A Federal
Implementation Act would harmonize existing laws, standardize procedures, and
provide dispute-resolution mechanisms, ensuring consistency across federal, provincial,
and local levels. Enabling legislation at sub-national levels is also necessary to structure
administration, human resource management, and fiscal operations, providing
provinces and municipalities the tools to exercise autonomy responsibly.
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5.2 Institutional and Coordination Measures

Permanent intergovernmental forums and sectoral technical committees can foster
dialogue, align priorities, and monitor performance across sectors such as health,
education, agriculture, and infrastructure. Digital platforms like a Multilevel
Governance Information System (MGIS) can further integrate project tracking, fiscal
monitoring, and communication, promoting transparency and informed decision-
making.

5.3 Fiscal and Human Resource Strategies

Performance-linked grants and local revenue mobilization incentivize results while
reducing dependency on federal transfers. Fiscal equalization mechanisms ensure
equitable resource distribution. Establishing professional sub-national civil services
with clear career paths, complemented by continuous capacity-building and robust
monitoring and evaluation units, strengthens governance and enables evidence-based
planning.

Clarity-Efficiency-Performance (CEP) Framework for Functional Governance in Federal Nepal
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The CEP framework linking Clarity, Efficiency, and Performance-Based Governance to strengthen federal implementation
in Nepal.

5.4 Performance-Based Governance and Citizen Engagement

A National Outcome Framework, regular audits, public dashboards, participatory
budgeting, and satisfaction surveys can guide functional implementation, measure
progress, and improve service delivery.

Finally, sustainable reform depends on political consensus and administrative
continuity. By integrating legal clarity, institutional strengthening, fiscal alignment,
human resource capacity, performance monitoring, and citizen participation, Nepal’s
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federalism can achieve efficient, accountable, and development-oriented governance.
The following recommendations are made aligning with CEP Framework.

Table 2:

Clarity-Reduce ambiguity, clearly define roles, and streamline governance

responsibilities.

Recommendations

Key Actions

Refine Functional Assignments

(Schedules 5-9)

Clarify exclusive vs. concurrent powers, define
reporting lines, and reduce duplication.

Enact a Federal Implementation

Act

Harmonize laws with constitutional mandates,
standardize procedures, and resolve disputes.

Develop Enabling Legislation for

Sub-National Governments

Provide legal basis for administrative
organization, HR management, and fiscal
operations.

National Outcome Framework

Unified development outcomes and measurable

(NOF) indicators to guide implementation.
Permanent  Intergovernmental | Legalized vertical & horizontal platforms for
Forums policy dialogue and conflict resolution.

Table 3:

Efficiency-Enhance coordination, streamline resource management, and ensure
effective service delivery.

Recommendations Key Actions
Sectoral Technical | Standardize performance indicators, align sector
Committees responsibilities, and monitor implementation.

Digital Coordination Systems

Real-time project tracking, fiscal monitoring, and
intergovernmental communication.

Performance-Linked Grants

Conditional transfers tied to measurable outcomes,
incentivize sectoral objectives.

Local Revenue Mobilization

Expand tax base, user fees, innovative financing,
reduce dependency on federal transfers.

Fiscal Equalization | Equitable resource distribution, support under-
Mechanisms resourced provinces, maintain service standards.
Professional ~ Sub-National | Merit-based HR systems, clear career paths, mobility,

Civil Services

and performance incentives.

Capacity-Building Programs

Continuous training in planning,
procurement, project management.

budgeting,
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Table-4:
Performance - Improve governance quality, monitor outcomes, and ensure
responsive, development-oriented delivery.

Recommendations Key Actions

Strengthen Monitoring & | Evidence-based  planning, output  tracking,
Evaluation Units performance-linked incentives.

Regular audits by OAG and provincial internal units

Performance Audits . .
to reinforce compliance.

Public  dashboards, participatory = budgeting,
Citizen Engagement satisfaction surveys to institutionalize downward
accountability.

Political & Administrative | Reward coordination, sustain reforms, foster
Commitment intergovernmental collaboration culture.

6. Conclusions

In Nepal, adoption of a federal democratic system under the 2015 Constitution marks a
transformative institutional shift. Moving from a centralized unitary model to a three-
tier federal structure was intended to deepen democratic governance, enhance public
service delivery, empower local communities, and promote equitable development
across diverse regions and social groups.

Despite these aspirations, the effectiveness of federalism is constrained by persistent
challenges in functional clarity, institutional capacity, fiscal management, and
intergovernmental coordination. Ambiguities in schedules 5-9, overlapping mandates,
and gaps in secondary legislation have contributed to duplication, inefficiency, and
inconsistent service delivery. Meanwhile, shortages in technical expertise,
underdeveloped civil service structures, and weak monitoring mechanisms limit the
ability of provincial and local governments to implement their functions effectively.

Lessons from federations such as India, Ethiopia, South Africa, and Germany
demonstrate that functional rationalization succeeds when combined with structured
intergovernmental coordination, fiscal incentives, professional bureaucracies, and
performance-based governance. Clear functional delineation, performance-linked
transfers, cooperative forums, and sustained capacity-building initiatives are essential
to translating constitutional authority into tangible outcomes.

For Nepal, realizing the potential of federalism requires an integrated approach: refining
functional assignments, enacting a Federal Implementation Act, strengthening
intergovernmental platforms, adopting digital monitoring systems, linking grants to
performance, and professionalizing sub-national civil services. Functional
rationalization is both technical and political demanding alignment of legal, fiscal,
human, and institutional resources. If implemented systematically, these reforms can
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transform Nepal’s federalism into a responsive, accountable, and development-oriented
governance model, fulfilling the constitutional vision of inclusive, efficient, and high-
performing governance.
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Meeting the Sustainable Development Goals (SDGs) with Specific
Reference to Nepal

& Mahesh Bhattarai”

Abstract:

This paper assesses Nepal’s progress toward the Sustainable Development Goals
(SDGs), tracing the country’s transition from the Millennium Development Goals to
the broader 2030 Agenda. It analyses the relevance of the SDGs to Nepal's
development context and reviews the integration of SDG targets into national plans,
institutional arrangements, and local governance structures. Drawing on national
progress data up to 2022, the study finds that Nepal has achieved notable
advancements in poverty reduction, health, education, gender equality, clean water,
renewable energy and biodiversity conservation, often outperforming global
averages. However, persistent challenges such as limited financial and institutional
capacity, data gaps, regional inequalities, political instability, and climate
vulnerability continue to constrain progress. The paper argues that accelerating
SDG implementation will require stronger institutions, enhanced financing,
improved data systems, inclusive governance, and technology-driven solutions. It
concludes that the SDGs offer Nepal a critical framework for advancing resilient,
equitable and sustainable development.

1. Introduction

1.1. Background and Context

The Sustainable Development Goals (SDGs), adopted by the United Nations in 2015,
represent a universal call to action to end poverty, protect the planet, and ensure
prosperity for all by 2030. The 17 SDGs and 169 targets are integrated and indivisible,
balancing the three dimensions of sustainable development: economic, social, and
environmental (United Nations, 2015). For Nepal, a country with a unique set of socio-
economic and environmental challenges, the SDGs provide a comprehensive
framework to guide its development agenda.

Nepal, a landlocked country in South Asia, is characterized by its diverse geography,
ranging from the Himalayan mountains to the fertile plains of the Terai. Despite its rich
cultural heritage and natural resources, Nepal faces significant development challenges,
including poverty, inequality, environmental degradation, and vulnerability to natural
disasters (World Bank, 2020). The SDGs offer Nepal an opportunity to address these
challenges in a holistic and sustainable manner.

" Joint Secretary, Ministry of Finance, Government of Nepal.
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1.2. Importance of SDGs for Nepal

The SDGs are particularly relevant for Nepal due to its socio-economic context. The
goals align with the country’s development priorities, including poverty reduction,
inclusive growth, environmental sustainability, and social inclusion (NPC, 2017). The
SDGs provide a comprehensive framework for addressing the root causes of poverty
and inequality, promoting sustainable economic growth, and ensuring environmental
sustainability.

For Nepal, achieving the SDGs is not only a national priority but also a global
commitment. The country's progress towards the SDGs will contribute to global efforts
to achieve sustainable development. Moreover, the SDGs provide an opportunity for
Nepal to leverage international support and cooperation to address its development
challenges (UNDP, 2018).

1.3. Objectives of the Paper

This paper aims to explore Nepal's journey towards achieving the SDGs, with a focus
on the transition from the Millennium Development Goals (MDGs) to the SDGs, the
specific goals, national adaptations, progress made, challenges faced, and the way
forward. The paper seeks to provide a comprehensive analysis of Nepal's efforts to
achieve the SDGs and offer recommendations for enhancing SDG implementation.

2. Transition from MDGs to SDGs
2.1. Overview of MDGs

The Millennium Development Goals, established in 2000, comprised eight international
development goals to be achieved by 2015. These goals focused on eradicating extreme
poverty, achieving universal primary education, promoting gender equality, reducing
child mortality, improving maternal health, combating HIV/AIDS, malaria, and other
diseases, ensuring environmental sustainability, and developing a global partnership for
development (United Nations, 2000).

The MDGs provided a framework for international development efforts and helped to
mobilize resources and political commitment for development. However, the MDGs
were criticized for their narrow focus, lack of inclusivity, and limited attention to
environmental sustainability (Sachs, 2012).

2.2. Achievements and Shortcomings of MDGs in Nepal

Nepal made significant progress under the MDGs, particularly in reducing poverty,
improving access to education, and enhancing health outcomes. The country achieved
the target of halving the proportion of people living in extreme poverty, increased
primary school enrolment rates, and reduced maternal and child mortality rates (NPC,
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2015). However, challenges such as regional disparities, gender inequality, and
environmental degradation persisted.

Despite the progress made, the MDGs were not fully achieved in Nepal. The country
faced challenges in addressing the root causes of poverty and inequality, promoting
sustainable economic growth, and ensuring environmental sustainability. The MDGs
also lacked a comprehensive approach to addressing the interlinkages between different
development issues (UNDP, 2015).

2.3. The Shift to SDGs

The SDGs, comprising 17 goals and 169 targets, were designed to address the
limitations of the MDGs by adopting a more holistic and inclusive approach. Unlike the
MDGs, which primarily focused on social development, the SDGs integrate economic,
social, and environmental dimensions of sustainable development (UN, 2015). The
SDGs also emphasize the importance of Leaving No One Behind (LNOB), ensuring that
the benefits of development reach the most vulnerable and marginalized groups.

For Nepal, the transition to the SDGs represented an opportunity to build on the progress
made under the MDGs while addressing persistent and emerging challenges. The SDGs
provide a comprehensive framework to guide Nepal's development agenda and ensure
sustainable development for all (NPC, 2017).

2.4. Key Differences between MDGs and SDGs
The SDGs differ from the MDGs in several key aspects:

1. Scope and Inclusivity: The SDGs are more comprehensive and inclusive,
addressing a broader range of development issues and ensuring that no one is
left behind.

2. Integration of Dimensions: The SDGs integrate economic, social, and
environmental dimensions of sustainable development, recognizing the
interlinkages between different development issues.

3. Universal Applicability: The SDGs are universally applicable, recognizing that
all countries, regardless of their development status, have a role to play in
achieving sustainable development.

4. Emphasis on Partnerships: The SDGs emphasize the importance of
partnerships and collaboration, recognizing that achieving sustainable
development requires the involvement of all stakeholders, including
governments, civil society, the private sector, and international organizations.
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3. The Goals
3.1. Overview of the 17 SDGs

The 17 SDGs cover a broad range of issues, including poverty eradication, food
security, health, education, gender equality, clean water and sanitation, affordable and
clean energy, decent work and economic growth, industry, innovation and
infrastructure, reduced inequalities, sustainable cities and communities, responsible
consumption and production, climate action, life below water, life on land, peace,
justice, and strong institutions, and partnerships for the goals (United Nations, 2015).

Each goal is supported by specific targets and indicators, providing a framework for
monitoring progress and guiding implementation. The SDGs are interconnected,
recognizing that progress in one area often depends on progress in others (Sachs, 2015).

3.2. Relevance of SDGs to Nepal

For Nepal, the SDGs are particularly relevant given its socio-economic context. The
goals align with the country's development priorities, including poverty reduction,
inclusive growth, environmental sustainability, and social inclusion (NPC, 2017). The
SDGs provide a comprehensive framework to address Nepal's development challenges,
including its vulnerability to climate change, high levels of inequality, and the need for
sustainable infrastructure development.

SDGs are important for Nepal, given the country's development context as follows:

1. No Poverty: Nepal has made significant progress in reducing poverty, but
challenges such as regional disparities and the impact of the COVID-19
pandemic remain. Achieving SDG 1 requires addressing the root causes of
poverty and ensuring inclusive economic growth.

2. Zero Hunger: Nepal faces challenges in ensuring food security and nutrition
for all. Achieving SDG 2 requires promoting sustainable agriculture, improving
access to food, and addressing malnutrition.

3. Good Health and Well-being: Nepal has made progress in improving health
outcomes, but challenges such as inadequate health infrastructure and workforce
shortages persist. Achieving SDG 3 requires strengthening the health system
and addressing emerging health issues.

4. Quality Education: Nepal has made strides in improving access to education,
but challenges such as high dropout rates and disparities in educational access
remain. Achieving SDG 4 requires improving the quality of education and
promoting lifelong learning opportunities.

5. Gender Equality: Nepal has made progress in promoting gender equality, but
challenges such as gender-based violence and discriminatory social norms
persist. Achieving SDG 5 requires addressing the root causes of gender
inequality and promoting women's empowerment.
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10.

11.

12.

13.

14.

15.

16.

Clean Water and Sanitation: Nepal has made progress in improving access to
clean water and sanitation, but challenges such as water scarcity and inadequate
sanitation infrastructure remain. Achieving SDG 6 requires promoting
sustainable water resource management and improving sanitation infrastructure.

Affordable and Clean Energy: Nepal has made progress in expanding access
to affordable and clean energy, but challenges such as energy poverty and
reliance on traditional biomass remain. Achieving SDG 7 requires promoting
renewable energy and improving energy efficiency.

Decent Work and Economic Growth: Nepal faces challenges in promoting
decent work and economic growth, including high unemployment and informal
employment. Achieving SDG 8 requires creating employment opportunities and
promoting inclusive economic growth.

Industry, Innovation, and Infrastructure: Nepal faces challenges in
developing infrastructure and promoting innovation. Achieving SDG 9 requires
investing in sustainable infrastructure and promoting technological innovation.

Reduced Inequalities: Nepal faces significant disparities in access to basic
services, income, and opportunities. Achieving SDG 10 requires addressing the
root causes of inequality and promoting social inclusion.

Sustainable Cities and Communities: Nepal faces challenges in promoting
sustainable urbanization and improving urban infrastructure. Achieving SDG 11
requires enhancing urban planning and promoting sustainable cities and
communities.

Responsible Consumption and Production: Nepal faces challenges in
promoting sustainable consumption and production patterns. Achieving SDG 12
requires promoting resource efficiency and reducing waste.

Climate Action: Nepal is highly vulnerable to climate change and natural
disasters. Achieving SDG 13 requires building resilience to climate change and
promoting sustainable land and water management practices.

Life Below Water: Nepal, being a landlocked country, does not have direct
relevance to SDG 14. However, the country may advocate for promoting
sustainable water resource management and protect aquatic ecosystems.

Life on Land: Nepal faces challenges in promoting sustainable land
management and biodiversity conservation. Achieving SDG 15 requires
protecting forests, promoting sustainable agriculture, and enhancing ecosystem
services.

Peace, Justice, and Strong Institutions: Nepal faces challenges in promoting
peace, justice, and strong institutions. Achieving SDG 16 requires enhancing
governance, promoting the rule of law, and strengthening institutions.
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17. Partnerships for the Goals: Achieving the SDGs requires partnerships and
collaboration. Nepal needs to strengthen partnerships with international
organizations, civil society, and the private sector to mobilize resources and
share knowledge.

3.3. Interlinkages between SDGs

The SDGs are interconnected, recognizing that progress in one area often depends on
progress in others. For example, achieving SDG 1 (No Poverty) is closely linked to
achieving SDG 2 (Zero Hunger), SDG 3 (Good Health and Well-being), and SDG 4
(Quality Education). Similarly, achieving SDG 13 (Climate Action) is closely linked to
achieving SDG 7 (Affordable and Clean Energy) and SDG 15 (Life on Land) (Sachs,
2015).

For Nepal, addressing the interlinkages between the SDGs is critical for achieving
sustainable development. This requires adopting an integrated approach to SDG
implementation, recognizing the synergies and trade-offs between different goals and
targets.

3.4. National and Local Contextualization

The successful implementation of the SDGs in Nepal requires contextualizing the goals
to the national and local context. This involves aligning the SDGs with national
development priorities, adapting the goals to the local context, and ensuring that the
benefits of development reach the most vulnerable and marginalized groups (UNDP,
2018).

Nepal has made efforts to contextualize the SDGs through its national development
plans and policies. The country's periodic plans have aligned their objectives with the
SDGs. The government has also established institutional mechanisms to facilitate the
implementation, monitoring, and reporting of the SDGs.

At the local level, Nepal has adopted a decentralized approach to SDG implementation,
with local governments playing a key role. The government has developed guidelines
for localizing the SDGs, emphasizing the importance of aligning local development
plans with the SDGs. Capacity-building initiatives have been undertaken to enhance the
ability of local governments to implement and monitor the SDGs.

3.5. Role of Stakeholders in Achieving the SDGs

Achieving the SDGs requires the involvement of all stakeholders, including the
government, civil society, the private sector, and international organizations. In Nepal,
the government plays a central role in SDG implementation, providing leadership,
coordination, and resources (NPC, 2017). Civil society organizations play a critical role
in advocating for the SDGs, mobilizing communities, and holding the government
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accountable. The private sector has a key role to play in promoting sustainable
economic growth, creating employment opportunities, and driving innovation.
International organizations provide financial and technical support, helping to fill the
financing gap and build capacity (UNDP, 2018).

4. Adaptations in the National Context
4.1. Integration into National Planning

Nepal has made significant efforts to integrate the SDGs into its national development
plans and policies. The country's periodic plans have aligned their objectives with the
SDGs. The current Sixteenth Plan (2024/25-2028/29), in particular, emphasizes
sustainable development, inclusive growth, and social justice, reflecting “Nepal
Sustainable Development Goals: Status and Roadmaps: 2016-2030,” which serves as a
guiding document for SDG implementation in Nepal. This roadmap outlines the
country's priorities, targets, and strategies for achieving the SDGs, ensuring that they
are aligned with national development goals.

4.2. Institutional Mechanisms

To facilitate the implementation of the SDGs, Nepal has established various
institutional mechanisms. The highest-level national steering committee, chaired by the
Prime Minister, is tasked with overseeing the implementation and coordination of
sustainable development plans and policies (NPC, 2024b). Additionally, the
government has established the SDGs Implementation and Monitoring Committee and
Thematic Working Committee to provide technical support and guidance. The NPC, in
collaboration with line ministries, is responsible for mainstreaming the SDGs into
sectoral policies and programs. These mechanisms ensure a coordinated and multi-
stakeholder approach to SDG implementation, involving government agencies, civil
society, the private sector, and international organizations.

4.3. Localization of SDGs

Localizing the SDGs is critical for ensuring their effective implementation. Nepal has
adopted a decentralized approach to SDG implementation, with local governments
playing a key role. The government has developed guidelines for localizing the SDGs,
emphasizing the importance of aligning local development plans with the SDGs.
Capacity-building initiatives have been undertaken to enhance the ability of local
governments to implement and monitor the SDGs.

4.4. Role of Civil Society and the Private Sector

Civil society organizations (CSOs) and the private sector play a crucial role in SDG
implementation in Nepal. CSOs have been actively involved in advocating for the
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SDGs, mobilizing communities, and holding the government accountable. They have
also contributed to raising awareness about the SDGs and promoting inclusive
development.

The private sector has a key role to play in promoting sustainable economic growth,
creating employment opportunities, and driving innovation. The government has
encouraged public-private partnerships (PPPs) to mobilize resources and expertise for
SDG implementation.

4.5. Monitoring and Reporting

Monitoring and reporting are critical for tracking progress towards the SDGs. Nepal has
established a robust monitoring and reporting framework, which includes the
development of SDG indicators and the establishment of a national data system. The
NPC, in collaboration with the National Statistics Office (NSO), is responsible for
collecting, analysing, and reporting data on SDG indicators.

The government has also developed the SDGs Progress Report, which provides an
overview of the country's progress towards achieving the SDGs. This report is
submitted to the United Nations as part of Nepal's Voluntary National Review (VNR)
process, which allows the country to share its experiences and challenges in SDG
implementation.

5. Progresses

Nepal has made significant progress in achieving SDGs comparing to the global
average. Up to the mid-term (2022) of the SDGs implementation, it has achieved an
average progress of 41.7 percent towards the 2030 targets (NPC, 2024b). The global
average progress for the same period is only around 17 percent. Similarly, 76 percent
of the SDG indicators in Nepal are on track with positive progress; however only 16
percent of the SDG targets are on track to be met globally by 2030, with the remaining
84 percent showing limited progress or a reversal of progress.

5.1. Poverty Reduction (SDG 1)

Nepal has made significant progress in reducing poverty. Against the 2010-11
benchmark, the poverty headcount ratio has reduced from 25.16 percent in 2010-11 to
3.57 percent in 2022-23. However, after revisions to the benchmark of national poverty
line in 2022-23, still a one fifth share of population are considered poor, with higher
proportion of poverty in rural areas.

5.2. Zero Hunger (SDG 2)

Nepal has made mixed progress in achieving zero hunger. It has shown significant
improvement in reducing the prevalence of undernourishment, stunting among children
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under 5 and reducing severe and moderate food insecurity. However, some indicators
have shown limited progress or even regression. The prevalence of anaemia among
women of reproductive age and children under 5 years remains a concern. Additionally,
the Food Consumer Price Index reached 159.30 exceeded than the set target of 144
(NPC, 2024b).

5.3. Health and Well-being (SDG 3)

Nepal has achieved notable progress in improving health outcomes. The country has
reduced maternal mortality from 258 per 100,000 live births in 2015 to 151 in 2022,
and under-five mortality from 38 per 1,000 live births in 2015 to 32 in 2022 (NPC,
2024b). The government has also made efforts to address non-communicable diseases
and strengthen the health system. However, challenges such as inadequate health
infrastructure, workforce shortages, and disparities in access to healthcare persist.

5.4. Education (SDG 4)

Nepal has made significant strides in improving access to education. The net enrolment
rate in primary education reached 97.1 percent in 2022, close to the target of 99 percent.
The proportion of pupils enrolled in grade one who reach grade eight increased to 85.7
percent in 2022, indicating improved retention rates (NPC, 2024b). The government has
also implemented policies to improve the quality of education and promote lifelong
learning opportunities. However, challenges such as high dropout rates, disparities in
educational access, and the quality of education remain.

5.5. Gender Equality (SDG 5)

Nepal has made progress in promoting gender equality. The country has enacted laws
and policies to address gender-based violence, promote women's participation in
decision-making, and enhance women's economic empowerment. For example, the
Constitution of Nepal (2015) guarantees equal rights for women and mandates their
representation in all state organs. It has shown significant improvement in reducing the
prevalence of physical or sexual violence against women, with 12.2 percent of women
aged 15-49 years experiencing such violence in 2022, surpassing the target of 13.9
percent. The proportion of women aged 20-24 years who were married or in a union
before age 15 also decreased, indicating progress towards eliminating child marriage
(NPC, 2024b). However, challenges such as gender-based violence, discriminatory
social norms, and limited access to resources for women and girls persist.

5.6. Clean Water and Sanitation (SDG 6)

Nepal has made progress in improving access to clean water and sanitation. The
government has implemented various programs to expand access to safe drinking water
and sanitation facilities. As of 2022, 96.4 % of the population had access to basic
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drinking water services, surpassing the target of 92.6 percent. Similarly, the proportion
of the population using safely managed sanitation services, including a hand-washing
facility with soap and water, reached 61.1 percent in 2022, close to the target of 62
percent. It has also made significant strides in improving basic sanitation coverage, with
95.5 percent of households having access to basic sanitation facilities in 2022,
exceeding the target of 89.9 percent (NPC, 2024b). However, challenges such as water
scarcity, inadequate sanitation infrastructure, and the impact of climate change on water
resources remain (NPC, 2017).

5.7. Affordable and Clean Energy (SDG 7)

Nepal has made significant progress in expanding access to affordable and clean energy.
The country has increased access to electricity, particularly in rural areas, and promoted
the use of renewable energy sources. As of 2022, 95% of the population had access to
electricity, up from 74% in 2015 (NPC, 2024b). However, challenges such as energy
poverty, reliance on traditional biomass, and the need for sustainable energy
infrastructure remain.

5.8. Decent Work and Economic Growth (SDG 8)

Nepal has made efforts to promote decent work and economic growth. The government
has implemented policies to create employment opportunities, improve labour
standards, and promote inclusive economic growth. However, only limited progress has
been achieved. The proportion of informal employment in the non-agricultural sector
remains high at 81.2 percent in 2022, indicating a lack of progress in transitioning to
formal employment. The unemployment rate stood at 11.4 percent in 2022, above the
target of 10 percent. Informality in the labour market poses challenges in ensuring social
protection, job security, and decent working conditions for a large portion of the
workforce (NPC, 2024b)

5.9. Industry, Innovation, and Infrastructure (SDG 9)

Nepal has made moderate progress in developing infrastructure and promoting
innovation. The government has invested in transportation, energy, and communication
infrastructure. It has shown improvement in road density, with the density of paved
roads increasing to 0.12 km per square kilometre in 2022, meeting the target for that
year. Enrolment in science and technology as a proportion of total enrolment has also
increased, reaching 10.9 percent in 2022, exceeding the target of 10.6 percent. However,
challenges such as inadequate infrastructure, limited access to technology, and the need
for sustainable industrialization remain.
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5.10. Reduced Inequalities (SDG 10)

Nepal has made efforts to reduce inequalities. The government has implemented
policies to address income inequality, promote social inclusion, and enhance access to
basic services for marginalized groups. However, the progress is mixed. Income
inequality, as measured by the Gini coefficient, was 0.31 in 2022. The share of the
bottom 40 percent of the population in total consumption and income remain 25.7
percent and 20.4 percent, respectively, in 2022 (NPC, 2024b). Challenges such as
regional disparities, social exclusion, and the impact of the COVID-19 pandemic on
inequality remain.

5.11. Sustainable Cities and Communities (SDG 11)

Nepal Government has implemented policies to improve urban planning, enhance
access to basic services, and promote sustainable urbanization, and the progress made
is also remarkable. The population living in slums and squatters has decreased to
200,000 in 2022, surpassing the target of 325,000 for that year. The percentage of
households with roofs made of thatched or straw materials has reduced to 3.9 percent
in 2022, exceeding the target of 12.5 percent. The proportion of households living in
safe houses has increased to 54 percent in 2022, surpassing the target of 43.9 percent.
However, challenges such as rapid urbanization, inadequate infrastructure, and the
impact of climate change on urban areas remain.

5.12. Responsible Consumption and Production (SDG 12)

Nepal has made efforts to promote responsible consumption and production, but the
progress is moderate. The use of fossil fuel energy consumption has increased to 27.1
percent in 2022, surpassing the target of 13.7 percent for that year. The share of
agricultural land used for cereal crop production has decreased to 76.3 percent in 2022,
meeting the target set for the year. Soil organic matter content has remained 1.96 percent
against the target of 2.4 percent (NPC, 2024b). The government has implemented
policies to reduce waste, promote sustainable consumption, and enhance resource
efficiency. However, challenges such as unsustainable consumption patterns, limited
awareness, and the need for sustainable production practices remain.

5.13. Climate Action (SDG 13)

Nepal has made progress in addressing climate change. The government has
implemented policies to reduce greenhouse gas emissions, enhance climate resilience,
and promote sustainable land management. The country has significantly reduced
greenhouse gas emissions from the transport, industrial, and commercial sectors,
surpassing the 2022 targets. Local Adaptation Plan of Action preparation has also
exceeded expectations, with 241 plans prepared by 2022 compared to the target of 60
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(NPC, 2024b). Community Adaptation Plans and its implementation have also shown
substantial progress, achieving or nearing the 2022 targets. However, challenges such
as vulnerability to climate change, limited financial resources, and the need for
international cooperation remain.

5.14. Life on Land (SDG 15)

Nepal has made commendable progress in promoting sustainable land management and
biodiversity conservation. The government has implemented policies to protect forests,
promote sustainable agriculture, and enhance ecosystem services. As a result, forest
area has been increased to 45.31 percent of the total land area in 2022, surpassing the
target of 45 percent. The conservation of lakes, wetlands, and ponds has seen significant
improvement, with 3,571 conserved by 2022, surpassing the target of 3,254. The
number of biological corridors has also increased to 11, meeting the 2022 target. These
effort towards conservation contributed to protection of endangered animals such as the
wild tigers and one-horned rhino (NPC, 2024b). However, challenges such as
deforestation, land degradation, and the impact of climate change on biodiversity
remain (CBD, 2019).

5.15. Peace, Justice, and Strong Institutions (SDG 16)

Nepal has made mixed strides in different aspects of promoting peace, justice, and
strong institutions. The government has implemented policies to enhance governance,
promote the rule of law, and strengthen institutions. The number of children trafficking
to abroad per annum has drastically reduced to 23 in 2022, surpassing the target of 34.
The proportion of young women and men aged 18-29 years who experienced sexual
violence by age 18 has also decreased to 4 percent, meeting the 2022 target (NPC,
2024b). However, challenges such as corruption, weak institutions, and the need for
inclusive governance remain.

5.16. Partnerships for the Goals (SDG 17)

Achieving the SDGs requires partnerships and collaboration. Nepal has made efforts to
strengthen partnerships with international organizations, civil society, and the private
sector to mobilize resources and share knowledge. However, challenges such as limited
financial resources, capacity constraints, and the need for enhanced international
cooperation remain. Enhancing the absorptive capacity of foreign aid requires
addressing policy and institutional challenges. Attracting FDI necessitates the
development of robust industrial policies and the creation of an enabling environment
for investment (NPC, 2024b).
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6. Challenges
6.1. Resource Constraints

The country faces a significant financing gap, with limited domestic resources and
reliance on external aid. Mobilizing adequate financial resources, both domestically and
internationally, is critical for achieving the SDGs.

6.2. Capacity Constraints

Capacity constraints, including limited technical expertise, institutional capacity, and
human resources, pose significant challenges to SDG implementation. Strengthening
institutional capacity and enhancing the skills and knowledge of stakeholders are
essential for effective SDG implementation.

6.3. Data and Monitoring

Data availability and quality are critical for monitoring progress towards the SDGs.
Nepal faces challenges in data collection, analysis, and reporting, particularly at the
local level. Strengthening the national statistical system and enhancing data collection
and monitoring mechanisms are essential for tracking progress and informing policy
decisions.

6.4. Political Instability

Political instability and frequent changes in government have hindered the effective
implementation of the SDGs in Nepal. Ensuring political stability, continuity of
policies, and strong leadership is critical for achieving the SDGs.

6.5. Climate Change and Natural Disasters

Nepal's vulnerability to climate change and natural disasters poses significant
challenges to achieving the SDGs. The country is prone to earthquakes, floods,
landslides, and other natural disasters, which can undermine development efforts.
Building resilience to climate change and natural disasters is essential for sustainable
development.

6.6. Social Inclusion and Inequality

Addressing social inclusion and inequality is a major challenge in achieving the SDGs
in Nepal. The country faces significant disparities in access to basic services, income,
and opportunities, particularly for marginalized groups. Promoting social inclusion and
reducing inequality are critical for achieving the SDGs.
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7. Way Forward
7.1. Strengthening Institutional Capacity

Strengthening institutional capacity is essential for effective SDG implementation. This
includes enhancing the capacity of government institutions, local governments, and
other stakeholders to plan, implement, and monitor the SDGs. Capacity-building
initiatives, technical assistance, and knowledge sharing are critical for building
institutional capacity.

7.2. Mobilizing Financial Resources

Mobilizing adequate financial resources includes increasing domestic resource
mobilization, enhancing the effectiveness of public expenditure, and attracting private
sector investment. International cooperation and support, including official
development assistance (ODA), are also essential for filling the financing gap. The
government should explore innovative financing mechanisms, such as green bonds,
social impact bonds, and public-private partnerships (PPPs), to mobilize resources for
SDG implementation. Additionally, the government should work with international
organizations and development partners to secure funding for SDG-related projects.

7.3. Enhancing Data and Monitoring Systems

Strengthening the national statistical system, improving data collection and analysis,
and enhancing the capacity of stakeholders to use data for decision-making is crucial.
Developing robust monitoring and evaluation frameworks is critical for ensuring
accountability and transparency in SDG implementation. The government should invest
in digital technologies and data analytics to improve data collection and analysis.
Additionally, the government should work with international organizations, such as the
United Nations Statistics Division (UNSD), to develop standardized indicators and
methodologies for monitoring SDG progress.

7.4. Promoting Inclusive and Participatory Approaches

Promoting inclusive and participatory approaches includes ensuring the participation of
marginalized groups, women, and youth in decision-making processes. Strengthening
social inclusion and promoting gender equality are critical for achieving the SDGs. The
government should implement policies and programs that promote social inclusion and
gender equality, such as affirmative action programs, gender-responsive budgeting, and
community-based development initiatives. Additionally, the government should work
with civil society organizations to ensure that the voices of marginalized groups are
heard in the SDG implementation process.
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7.5. Building Resilience to Climate Change and Natural Disasters

Building resilience to climate change and natural disasters includes integrating climate
change adaptation and disaster risk reduction into development planning, enhancing
early warning systems, and promoting sustainable land and water management
practices. Strengthening institutional capacity and enhancing community resilience are
critical for addressing the impacts of climate change and natural disasters. The
government should invest in climate-resilient infrastructure, such as flood defences,
drought-resistant crops, and renewable energy systems. Additionally, the government
should work with international organizations, such as the Green Climate Fund (GCF),
to secure funding for climate change adaptation and disaster risk reduction projects.

7.6. Strengthening Partnerships and Collaboration

Strengthening partnerships and collaboration includes enhancing collaboration between
government, civil society, the private sector, and international organizations. Promoting
multi-stakeholder partnerships and fostering international cooperation are critical for
mobilizing resources, sharing knowledge, and achieving the SDGs. The government
should establish multi-stakeholder platforms to facilitate collaboration on SDG
implementation. These platforms should bring together government agencies, civil
society organizations, the private sector, and international organizations to share best
practices, coordinate efforts, and mobilize resources for SDG-related projects.

7.7. Leveraging Technology and Innovation

Leveraging technology and innovation includes promoting the use of digital
technologies, such as mobile phones, the internet, and blockchain, to improve service
delivery, enhance data collection, and promote transparency and accountability.
Additionally, the government should promote innovation in areas such as renewable
energy, sustainable agriculture, and healthcare to address development challenges. The
government should invest in digital infrastructure, such as broadband networks and data
centres, to support the use of digital technologies for SDG implementation.
Additionally, the government should work with the private sector and academic
institutions to promote research and development in areas such as renewable energy,
sustainable agriculture, and healthcare.

7.8. Enhancing Policy Coherence and Coordination

Enhancing policy coherence and coordination includes ensuring that national and local
development plans are aligned with the SDGs and that there is coordination between
different government agencies and stakeholders. Developing integrated policies and
coordination mechanisms is critical for ensuring that SDG implementation is effective
and efficient. The government should establish inter-ministerial committees to
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coordinate SDG implementation across different sectors. Additionally, the government
should develop integrated policies that address the interlinkages between different
SDGs, such as poverty reduction, climate change, and gender equality.

8. Conclusion

Nepal has demonstrated strong commitment to the SDGs and achieved progress faster
than global averages in several domains. The country’s achievements in poverty
reduction, education, gender empowerment, energy access, and environmental
conservation are commendable. Yet, structural challenges - resource limitations,
institutional weaknesses, inequalities, and climate vulnerability - remain significant
hurdles.

Achieving the SDGs by 2030 will require coordinated efforts across government levels,
deeper engagement of civil society and the private sector, stronger financing
frameworks, transformative use of technology, and enhanced resilience to climate and
disaster risks. The SDGs provide Nepal with a historic opportunity to advance toward
a more inclusive, resilient, and sustainable future.
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Sustainable Energy Security: Strategy and Challenges
& Mr. Chhabindra Parajuli’

Abstract:

Nepal has a unique opportunity for transformation its energy sector. Nepal must find
a balance energy mix strategy in setting its energy security goals and milestones.
Climate change, food security and energy security are the emerging economic
challenges of the current time, and it is crucial that we have to tackle them
strategically. The main causes of energy crises are due to the scenario of over
consumption, poor energy related infrastructures and over population and high
demand of the energy. It is necessary to promote and develop energy mix strategy to
secure the energy security. Energy security has long been defined by the IEA as the
uninterrupted availability of energy sources at affordable prices. This implies the
need to consider a diverse set of vulnerability indicators across the energy system.
An integrated national energy policy incorporating energy efficiency and demand
side management of energy as well as legal and institutional arrangements are yet to
be established for promotion of energy efficiency. Stronger policies would be
essential to attract the huge investment in energy projects that would help to reduce
the risks of future price spikes and to meet the future energy demand. It is also
necessary to address the three key issues- risks to affordability, electricity security
and the resilience of clean energy supply chains; to ensure the energy security.

1. Background

Nepal has a unique opportunity for transformation its energy sector. Nepal must find a
balance energy mix strategy in setting its energy security goals and milestones. This
article would be helpful to revive the energy sector strategy for Nepal. As Nepal
accelerates its transition towards a sustainable energy security, it is necessary to
accelerate the public, private and foreign direct investments in hydropower
development, expansion of the cross-border electricity transmission, solar photovoltaic
as well as solar thermal as well as enhancement of the petroleum products- oil, gas and
coal, storage capacity.

Climate change, food security and energy security are the emerging economic
challenges of the current time, and it is crucial that we must tackle them strategically.
Current Geopolitical tensions also undermine the energy security. The main causes of
energy crises are due to the scenario of over consumption, poor infrastructures and over
population and high demand of the energy. There is a range of factors affecting the
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availability of energy, including physical factors; cost of exploitation and production;
adopted technology and the political factors. It is an urgent need to do more efforts to
produce the sufficient energy.

Energy security has long been defined by the IEA as the uninterrupted availability of
energy sources at affordable prices. This implies the need to consider a diverse set of
vulnerability indicators across the energy system. The concept of sustainable energy to
achieve the SDGs and to promote green economy through adaptation and mitigation of
impacts of the greenhouse gases on the environment are the present needs. The rapid
development of the alternative/renewable energy sector is needed to ensure energy mix
and energy security as well as to increase access to energy. The Constitution of Nepal
has foreseen a policy of a reliable supply of affordable accessible energy to meet the
basic needs through the development of alternative energy. It is necessary to promote
and develop alternative energy and mainstream the energy sector into the priority of
development process to enhance access to energy services for rural and urban
populations in collaboration with the provincial and local governments and to reduce
dependence on imported energy.

2. Nepal’s Energy Status and Situation Analysis

Nepal’s energy sector is gaining momentum driven by accelerating investments from
both the private and public as well as foreign direct investment. Nepal is rich in natural
resources for energy generation with tremendous potential of hydropower energy, solar
energy, and wind energy potential. So far, alternative energy has an installed capacity
of 67.8 MW. Alternative energy has been a source of electricity for 10 per cent of the
total population of the country, and it has created about 30,000 jobs. A national energy
efficiency strategy has been prepared and is being implemented. Similarly, projects like
micro and small hydropower, biogas, improved stoves, and improved water mills have
been developed as carbon projects.

Energy resources of Nepal is classified as traditional energy (Fuelwood, Agriculture
Residue and Animal Dung), Commercial energy (Coal, Petroleum Products, Electricity)
and Renewable Energy (Solar, Wind, Micro hydro, Biogas etc.). The consumption of
Traditional, Commercial and Renewable energy resources is 63.87% (340 PJ), 33.03%
(175.87 PJ) and 3.1% (16.5 PJ) respectively. In the Fiscal Year 2079/80(2023). The
consumption of electricity has increased by 21.18% in FY 2079/80. The electricity
sector experienced significant growth in both internal sales and exports, with internal
sales reaching 9,358 GWh and exports at 1,346 GWh. According to the 16th Periodic
Plan, 98% of the population now has access to electricity in which 96.7% is from grid
connected electricity whereas 1.3% other isolated off-grid system (Solar, Wind, Mirco-
hydro). The per capita electricity consumption has reached 369.58 kWh. The
construction of 5,742 circuit km of transmission lines (66 kV and above) supports this
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increased accessibility. The shift from petroleum to electricity for transportation further
underscores the decreasing reliance on fossil fuels. The energy efficiency of electricity
and renewable sources is significantly higher compared to petroleum products and coal.
This higher efficiency leads to less wastage of energy during consumption, making
renewables a more sustainable and cost-effective option in the long run. A positive trend
for the utilization of renewable energy sources was observed with an increase by 2.39%
compared to the previous fiscal year. Despite their relatively small contribution,
renewable energy resources are gradually becoming a more significant part of Nepal’s
energy mix, steering the nation towards a sustainable future.

Sector wise energy consumption status showed that the residential sector dominates
energy consumption with 60.75%, which is followed by the industrial sector (20.91%),
transportation sector (10.43%), the commercial sector (5.04%), construction and mining
sectors (1.92%) and the agriculture sector (0.95%).

The "Energy Sector Vision 2050" released by the Ministry of Energy, Water Resources,
and Irrigation (MoEWRI) outlines ambitious goals for the development of Nepal's
energy sector over the next three decades. The vision aims to harness the country’s vast
hydropower potential, promote renewable energy sources, and ensure energy security
and sustainability. By 2050, the plan envisions an installed hydropower capacity of
15,841 MW, increasing from the 1,954 MW in 2020 and 4,253 MW projected for 2030.
The per capita electricity consumption is expected to rise dramatically from 104 kWh
in 2010 to 955 kWh by 2050.

The main focus of the vision paper is on hydropower development, aiming to not only
meet domestic demand but also export surplus electricity to neighboring countries. The
vision emphasizes the development of multi-purpose hydropower projects to achieve
financial prosperity and economic growth. By 2050, Nepal aims to ensure 100%
electrification in various sectors, including agriculture, industry, and transportation.
This includes introducing electric trains for freight and intercity transport, increasing
the use of electric vehicles-EV, and promoting the use of biofuels like ethanol and
biodiesel.

Renewable energy sources are set to play a significant role, with a goal to supply around
one-third of the total primary energy demand by 2050. The vision includes widespread
adoption of technologies like solar power, biogas, and improved cooking stoves,
especially in rural and urban areas. By 2050, all households in Terai are expected to
have biogas plants, and micro-hydro installations will be widespread in remote areas.
The promotion of energy-efficient technologies across all sectors and the integration of
off-grid renewable energy sources into the national grid are also key components of the
vision.
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Nepal, with its vast potential for renewable energy sources such as mini and micro
hydropower, solar, biomass, biogas, and wind energy, faces the challenge of reducing
its reliance on traditional biomass energy, which still accounts for 85% of the country's
total energy consumption. Approximately 28% of Nepalese households lack access to
electricity, primarily due to the high costs and logistical difficulties associated with
extending the national grid to remote areas. To address these issues, the Government of
Nepal (GoN) has introduced the Renewable Energy Subsidy Policy, 2073, which aims
to promote the adoption of Renewable Energy Technologies (RETs) as both an
immediate and long-term solution to the nation's energy needs. The policy outlines
several strategies to increase access to clean energy, particularly in rural areas, by
reducing the upfront costs of RETs and promoting their efficient use. It seeks to enhance
service delivery, create employment opportunities, and improve livelihoods, especially
for vulnerable and disadvantaged groups. The policy also emphasizes the importance of
mobilizing commercial credit and encouraging public-private partnerships to support
the growth of the renewable energy market. Key provisions include subsidies covering
up to 40% of the costs of various RETs, with the remainder financed through credit and
private investment. The Central Renewable Energy Fund (CREF) is established to
facilitate the disbursement of subsidies and soft loans, thereby encouraging financial
institutions to invest in renewable energy projects. Renewable Energy Subsidy Policy,
2073, aims to achieve universal access to clean, reliable, and affordable renewable
energy by 2030, aligning with the United Nations' Sustainable Development Goals. By
fostering sustainable energy practices, the policy seeks to significantly reduce energy
disparities between urban and rural areas, enhance economic development, and improve
the quality of life for all Nepalese citizens.

Furthermore, the Green Hydrogen Policy outlines a comprehensive framework aimed
at fostering the production, utilization, and promotion of green hydrogen and its co-
products. To facilitate this, the nation aims to formulate and regulate necessary laws
and incorporate specific provisions for exemptions and facilities that encourage the
establishment and investment in green hydrogen industries. Environmental standards
will be established to ensure safe production, storage, and utilization practices.
Additionally, industries will be incentivized to use green hydrogen in the production of
chemical fertilizers, thereby integrating sustainable practices into agriculture. The
policy also emphasizes the expansion of green hydrogen production and infrastructure,
alongside promoting and encouraging studies and research in this field. Nepal's
potential in green hydrogen is substantial, given its abundant renewable energy
resources, particularly hydropower.

The National Energy Efficiency Strategy 2075 outlines a comprehensive approach to
address the country's energy challenges by enhancing the development and efficient
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utilization of renewable energy resources. Key components of the strategy include the
establishment of robust policy, legal, and institutional frameworks to promote energy
efficiency across various sectors. The strategy emphasizes the need for public
awareness campaigns, energy audits, and the development of national standards for
energy efficiency. It also focuses on providing financial and technical support for
energy efficiency initiatives, enhancing human resource capabilities, and integrating
energy efficiency into the overall energy system. The goal is to double the annual
improvement rate of energy efficiency to 1.68% by 2030.

Environment-friendly Vehicle and Transport Policy (2014) aims to address the critical
issues of greenhouse gas (GHG) emissions and deteriorating air quality from the
transport sector. The policy targets having over 20% of vehicle fleets environment-
friendly by 2020, with a long-term goal of 100% electric Light Duty Vehicle (LDV)
sales by 2030. policy recommends strong promotion of electric mobility, infrastructure
development, private sector engagement, and fiscal adjustments to encourage cleaner
technologies. Successful implementation depends on consistent measures, supportive
fiscal policies, and public awareness, aiming to reduce Nepal’s fossil fuel dependence
and improve air quality.

Rural Energy policy is dedicated to the development and use of renewable energy
technologies and rural electrification. The Rural Energy Policy provides a framework
to contribute to rural poverty reduction and environmental conservation by ensuring
access to clean energy in the rural areas.

Nepal has the capacity to produce 3,000 MW of wind energy, assuming that 10% of this
area is suitable for wind energy production and that the rate of production is 5 MW per
sq. km. Potential places are found in the country's middle and upper mountains. The
anticipated amount of wind power that can be produced commercially is only 448 MW.
Numerous wind-solar hybrid projects, such as a 20-kW power system, have been put
into place in various places to supply rural people with electricity.

In order to promote sustainable supply of biomass energy available from animal waste,
human excreta, fuelwood, agricultural residue, trees, forest residues including any
biodegradable matters and to improve the efficient use of such biomass energy, the
government of Nepal has already developed and adopted the Biomass Energy Strategy
2016. This strategy has been prepared for the promotion of energy efficiency and
demand side management of energy, energy conservation, for the sustainable
development of primarily modern and improved energy sources including hydropower,
solar energy, wind energy, coal, natural gas, LPG, and other petroleum products except
biomass energy.
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In Nepal, energy efficiency related studies have started since 1985 whereas during 1999
to 2005 AD, initiatives like energy audits of industries, energy efficiency related
trainings and increase in public awareness as well as management of loans for energy
efficiency in industries were carried out. After that from 2009 to 2011, initiatives like
demand side management of electricity, energy audit, study of electricity load profile,
preparation of policy suggestions for promotion of energy efficiency as well as
replacement of traditional bulbs with energy efficient bulbs were done under Nepal
Electricity Authority.

By giving continuation to past attempts, since 2010, the tasks like providing policy
suggestions related to energy efficiency and demand side management, energy auditing,
energy efficiency human resource development etc. have been implemented through
Nepal Energy Efficiency Programs. The government of Nepal has also made a policy
decision to supply electricity produced by sugar mills through cogeneration to the
national grid as well as developed and approved the Biomass Energy Strategy, 2016.

In order to resolve the Energy transition and for the enhancement of the energy security
it is necessary to focus on the four aspects- energy availability, energy affordability,
energy accessibility and energy acceptability. Rapid deployment of renewable energy,
increased energy efficiency, and diversification of energy sources and energy mix
strategy would help to achieve the energy security.

3. Nepal’s Energy Sector Challenges:

The major challenges are to substitute traditional energy sources, which are being used
for cooking purposes in about 74 per cent of households, with clean, cost-effective, and
modern energy; increase access to modern technology for small enterprises by reducing
the dependency on traditional energy sources and adopted technology; adopt the policy
of a mixed energy system for energy security to increase in energy efficiency; develop
large projects and connect them to the national transmission line; coordinate and
collaborate among all levels of government for the production, utilization, and
management of alternative energy; emphasize on research and development required
for the promotion and development of the latest technology and its applications related
to alternative energy and energy efficiency; encourage domestic and foreign direct
investment in the alternative energy sector, and expand access to energy for the targeted
groups and sectors that have no access to energy.

Nepal has been facing some complex but mutually interrelated energy challenges, such
as, nearly one fourth of the total population still being outside the reach of modern
energy sources; a wide gap between energy demand and supply; supply vulnerability
and reduction in foreign currency reserves due to existing dependence on energy import.
Nepal’s energy security is challenged by climate induced fluctuations, low level of
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investment on the energy projects and weak implementation status of the energy mix
strategy.

The energy sector faces several challenges, including managing seasonal variations in
hydropower generation, addressing land acquisition issues, and ensuring timely project
completion. The other major issues are as follows:

I.  How to ensure the energy security for all? The best answer would be the not
relying on any single energy solution and diversify the energy mix strategy.
Energy security would be assured at different levels such as households,
community, and country level.

1. How to ensure the equitable access to energy? The best solution would be to
provide equitable accessibility and affordability of energy supply across the
population. The issue of energy access is gaining momentum as it is essential
for the energy security perspectives.

II. How to achieve environmental sustainability? The best solution would be to
balance the supply and demand side energy efficiencies and implementation
of the energy mix strategy in order to meet the accelerating energy demand
from diverse energy sources.

IV. How to enhance the institutional capacity of the energy related institutions?

V. How to enhance the energy production capacity?

VI. How to minimize environmental impacts and ensure long-term viability?

VII. How to enhance the power trade with our neighboring countries with
competitive prices?

VIII. How to create the robust energy governance at all levels of government?

IX. How to enhance the status of low per capita energy consumption?

X. How to enhance the current situation of energy efficiencies at all levels-
production, transmission, distribution?

XI.  How to ensure the energy supplies security?

4. Energy Ecosystem

Energy mix strategy would be a useful and vital to well-functioning modern societies
and economies for the energy security perspectives. Digital technologies,
communication infrastructure, and industrial operation all depend on a reliable and
efficient supply of energy. The three aspects energy Ecosystem- generation and energy
mix, transmission and distribution and trading of energy would be described by the
following diagram.
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5. Strategies for the Energy Security

1. Ensuring the availability of Grid connections for commissioned projects.

ii.  Expansion of the grid connections facilities to reduce the grid constraints and
enhance the export capacity.

iii.  Enhancing the capacity of the Rastriya Prasharan Grid Company Limited
(RPGCL) and Nepal Electricity Company for the construction and operation
of the Transmission lines.

iv. Investing more on the construction of large-scale reservoir and pumped
storage hydropower projects to ensure the sustainable electricity generation by
reducing the seasonal disparities.

v. Installation of SMART meters and Advanced Metering Infrastructure (AMI)
to reduce the energy loss and increase the operational efficiency.

vi. Invest for the Solar Photovoltaic (PV) to promote the energy mix strategy.

vii. Installation of the solar photovoltaic and renewable energy production and
integration strategy.

viil. Integration of solar thermal systems strategy into building codes, hotel
standards.

ix. Facilitating and promoting the investments on the pumped storage
hydropower projects.
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xi.
Xil.
Xiii.
Xiv.
XV.
XVI.
XVil.

XViil.

XiX.

XX.

XX1.
Xxil.
XXIil.
XXI1V.

XXV.

XXVI.

Promoting the massive use of electric appliances for households, agricultural
and manufacturing sectors.

Facilitating the construction of the new transmission lines.

Commissioning of the storage type of hydropower projects.

Promoting the cross-border electricity trade strategy.

Developing Nepal as a strategic energy trading hub through trade cooperation
agreements.

Enhancing the service quality by upgrading the distribution system.
Introduce the targeted intervention and support for the energy sector
investments.

Global cooperation strategy for the sustainable energy security.

Scale up clean energy investments by all the governments- Federal, Provincial
and Local.

Ensure a balance mix of policy incentives and subsidy measures especially in
Hydro infrastructures, Solar photovoltaic, solar thermal, Wind and Green
Energy projects.

Federal, Provincial and Local governments work together to achieve the
sustainable energy security.

Energy security Action Plan (ESAP) preparation and implementation strategy.
Energy burden for the lower income consumers reducing strategy with
targeted subsidy.

Demand side management strategy.

Utilizing the urban waste as an energy source to produce energy strategy.
Reducing the dependency on imported petroleum products-Reducing the
consumption of Oil, Gas and Coal, strategy.

Promoting the energy consumption strategy with special focus to industrial,
transportation and agriculture sectors.

6. Conclusion

The government of Nepal must be ensured that the benefits occurred by the hydropower
projects would be broadly shared with the project affected local people and community
in order to resolve the local disturbances. This would also help to complete the projects
on timely basis. There is an urgent need to accelerate the project’s budget execution by
resolving the local conflicts. These efforts would also helpful to increase the investor’s
confidence for attracting their investment on the energy sectors projects. Nepal’s energy
sector strategy would be achieved if we would be able to implement the energy mix
strategy by focusing all the segments of the energy sources- the hydropower, solar
photovoltaic, solar thermal, as well as fossil fuels.
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The agenda of the energy security will be more complex and much broader in the days
to come if we will not able to address this issue in a timely manner. Hence, in order to
tackle the issues of energy security, ecological conservation and climate change, all the
governments-federal, provincial and local would work together to address this agenda.

It would also be necessary to address all the four dimensions of energy
security- availability of resources, accessibility of resources, environmental
acceptability, and affordability through adopting the energy security policies and
strategies along with the structural strengthening of the institutions related to the energy
generation, investment facilitation and robust monitoring through the regulatory
authority in order to ensure reliability and affordability while reducing the systematic
energy losses. The energy sector governance framework would be backed up by the
dedicated budget and highly motivated team coupled with high performance leadership
is the urgent need to resolve the energy security issue.

We need to collectively focus our efforts, resources, expertise, and policies coherence
to address the range of energy crisis in a dedicated and coordinated approach. The
strategies would be the modernizing the available resource management, continue
searching the appropriate and the best approach to address the energy security and to
promote the consumer’s behavior to adopt the efficient use of energy resources. It would
also be necessary to carry out the research about the impact of energy subsidies, taxes,
duties among others.

Energy efficiency from production, supply end user can be the most effective source for
reducing the demand-supply gap. Energy efficiency can be achieved by introducing
through a series of measures such as manufacture and use of energy efficient
equipment’s, reduction of system losses, proper energy demand analysis and
management techniques.

All the governments world work together to give more emphasis on green productive
investments to ensure green transition and need to focus to change the behavior of their
people by introducing green sensitive fiscal incentives. Stronger policies would be
essential to drive the huge increase in energy projects that is needed to reduce the risks
of future price spikes and to meet and secure the future energy demand. Every
government would work to motivate to attract new investors to the energy sector
projects.
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Nepal’s Shift from the LDC Category: Key Contexts, Ground
Realities, and Future Prospects

& Toya N. Gyawali, PhD"

Abstract:

Nepal will graduate from Least Developed Country (LDC) status to a developing
country in November 2026. Nepal was a founding member of the LDC group formed
in 1971 with 25 countries, today the group has 44 members. Nepal qualifies for
graduation based on its Human Assets Index and Economic and Environmental
Vulnerability Index, and by 2024 it also met the GNI per capita requirement. After
graduation, Nepal is expected to benefit from an improved international image,
stronger trade competitiveness, increased foreign investment, better human resource
development, and greater policy autonomy. However, Nepal may face challenges
such as reduced trade preferences, declining foreign aid, fewer capacity-building and
scholarship opportunities, and pressure to maintain economic and social
development. To ensure a smooth transition, Nepal has undertaken several measures.
prioritizing graduation in periodic plans, updating trade policies, prepared a
smooth-transition strategy, and implementing policy reforms. Aligning with the Doha
Program of Action (2022-2031), Nepal must enhance value addition in agriculture,
industry, and services, promote technology transfer; invest in trade infrastructure;
strengthen climate-adaptation efforts; and deepen international partnerships.
Cooperation among the government, private sector, civil society, and academia
remains essential.

1. Introduction

The classification of Least Developed Countries (LDCs) emerged in the late 1960s to
address a group of developing nations facing extreme poverty and high economic
vulnerability. United Nations Conference on Trade and Development (UNCTAD) led
the analytical work, and in 1971 the UN General Assembly formally created the LDC
category to provide targeted international support.

Nepal has been on the LDC list since 1971 and is scheduled to graduate to developing-
country status in November 2026, following the five-year preparatory period approved
in 2021. The LDC group began with 25 members, later peaked at 52, and stands at 44
in 2025. Although Nepal met the graduation criteria in 2015 and 2018—after nearly 45
years—the transition was delayed due to the earthquake, border obstruction, COVID-
19, and other disruptions.

* Former Secretary, Government of Nepal.
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2. Criteria and Indicators for LDC Graduation: A Focused Overview

To graduate from Least Developed Country (LDC) status, the United Nations uses three
key indicators—each with multiple sub-indicators—developed by the UN Committee
for Development Policy (CDP) under ECOSOC. The CDP assesses LDCs and
recommends eligibility based on:

e GNI per capita,
e Human Assets Index (HAI), and
e Economic and Environmental Vulnerability Index (EVI).

A country qualifies for graduation if it meets any two of these criteria, or if its GNI per
capita is twice the graduation threshold. Nepal qualifies primarily through the HAI and
EVL

As of 2025, eight countries have graduated: Botswana (1994), Cape Verde (2007),
Maldives (2011), Samoa (2014), Equatorial Guinea (2017), Vanuatu (2020), Bhutan
(2023), and Sao Tomé and Principe (2024). Together they have only about 7 million
people; only Botswana and Bhutan are landlocked. Botswana’s diamonds and Bhutan’s
hydropower are often cited as key drivers of their successful transitions.

Nepal is preparing for graduation in November 2026, alongside Bangladesh and Laos.
Nepal is unique in that it qualifies mainly through HAI and EVI, not GNI per capita—
the only country to follow this path among all graduated and graduating nations. Nepal
first met the criteria in 2015 and again in 2018, but graduation was postponed due to
internal circumstances.

Graduation Indicators and Nepal’s Status (2021)
I. GNI per capita

e Graduation threshold (2021): USD 1,222.

e Nepal’s three-year average: USD 1,027 (now met, but not the main basis).
I1. Human Assets Index

e Threshold: 66 or above.

e Nepal’s score: 74.9.

e Includes health (child and maternal mortality, nutrition) and education
(secondary enrollment, literacy, gender parity) indicators.

II1. Economic and Environmental Vulnerability Index

e Threshold: 32 or below.
e Nepal’s score: 24.7.
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e (Covers economic vulnerability (agriculture share, landlocked constraints, export
instability) and environmental vulnerability (disaster exposure, dryland
population, agricultural stability).

3. Nepal’s LDC Experience and Global Engagement (1971-2025)

From 1971 to 2025, Nepal—one of the founding LDC members—actively represented
the group in global forums, highlighting shared challenges such as high poverty, weak
infrastructure, limited trade capacity, traditional technology, and growing climate risks.

After joining the WTO in 2004, Nepal gradually fulfilled commitments on goods,
services, and intellectual property, and completed Trade Policy Reviews in 2012, 2018,
and 2025. Of the 44 current LDCs, 37 (about 84%) are WTO members, while countries
like Bhutan, Ethiopia, Somalia, and Sudan remain in negotiation or observer status.
Nepal has provided leadership within several LDC-related WTO mechanisms.

LDCs are home to about 1 billion people—12% of the global population—yet they
contribute only 2% of world GDP, around 1% of FDI, and about 1% of global trade.
This imbalance underscores the gap in inclusive, sustainable, and equitable global
development.

To address structural constraints, LDCs have adopted multiple Program of Action: 10
priority areas in the 1981 Paris Conference; 5 in Paris (1990); 7 in Brussels (2001); 8 in
Istanbul (2011); and 6 in Doha (2023). Through five global conferences and over 36
priority areas, LDCs have consistently engaged in global governance and development
efforts since 1981.

4. Nepal’s Key Issues on International Trade after Graduation

After Nepal graduates from Least Developed Country (LDC) status, the relevance and
impact of the major issues it has been raising at the World Trade Organization (WTO)
will shift significantly.

4.1. Special and Differential Treatment

Nepal has long sought extended timelines, easier market access, and technical assistance
under S&DT provisions. Most of these benefits apply mainly to LDCs and will not
remain available after graduation.

4.2. Market Access Preferences

Nepal has advocated duty-free or low-tariff access for products such as agricultural
goods, handicrafts, and garments. Once LDC preferences expire, Nepal must negotiate
such access bilaterally rather than relying on automatic preferences.

4.3. Services Sector Flexibilities and Waiver

Nepal has emphasized tourism, IT, and labor mobility in developed markets. Since
Nepal has gained limited benefit from LDC-specific services waivers, their relevance
will largely diminish post-graduation.
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4.4. Trade Facilitation Requirements

Nepal has promoted simpler customs procedures and transparent rules. Several
flexibilities under the Trade Facilitation Agreement (TFA), currently available to LDCs,
will no longer apply.

4.5. Technical Assistance and Capacity Building

Nepal has received significant support to enhance human resources, institutions, and
trade infrastructure. This assistance may decline after graduation as development
partners prioritize LDCs.

4.6. TRIPS Flexibilities

Nepal has used LDC-specific exemptions under the TRIPS Agreement. After
graduation, additional waivers and transition periods granted to LDCs will no longer be
available.

4.7. Climate Change and Trade Issues

Nepal has highlighted the vulnerabilities faced by climate-affected LDCs, including
access to dedicated climate finance and environment-friendly trade support. After 2026,
Nepal’s eligibility for many LDC-targeted climate benefits will change, even though it
remains highly climate-vulnerable.

5. Potential Opportunities for Nepal After Graduation
5.1. Enhanced National Pride and International Image

Graduation will elevate Nepal’s status from a Least Developed Country (LDC) to a
developing nation, improving its national pride and global image. According to the
UN’s 2024 report on economic status and prosperity, there are 37 developed, 112
developing, and 44 least developed countries. Nepal will enter the group of developing
nations, being recognized not as a low-income or vulnerable country, but as a
progressing nation.

5.2. Diversification of Foreign Aid

Post-graduation, Nepal can access development assistance from a broader range of
sources, including other developed countries and international institutions, reducing
dependence on traditional donors, and expanding the scope of support.

5.3. Improved Trade Competitiveness

As a developing country, Nepal will face higher competition in international markets.
This will encourage local industries to improve quality, adopt new technologies, and
enhance production capacity.
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5.4. Increased Attraction for Foreign Investment

Nepal’s new status may make it a more attractive destination for foreign investors.
Political stability and an investment-friendly environment could lead to higher direct
foreign investment in sectors such as hydropower, tourism, and information technology.

5.5. Focus on Human Resource Development

Graduation will require Nepal to prioritize education, health, and skill development.
Strengthening human resources will help build a skilled workforce and address
unemployment challenges.

5.6. Greater Autonomy in Policymaking

Nepal will gain increased freedom to design and implement economic and political
policies based on national needs and priorities. This autonomy will help reduce external
pressure and ensure that national interests remain central.

6. Potential Challenges for Nepal After Graduation from LDC Status
6.1. Challenge of Sustaining and Increasing GNI per Capita

Nepal is the only LDC recommended for graduation without meeting the GNI threshold,
making income growth a central vulnerability. Sustaining long-term increases in GNI
per capita remains a major challenge, especially as external support and trade
preferences decline.

6.2. Challenge of Minimizing Post-Graduation Trade Losses

With the loss of duty-free and quota-free access, Nepal risks a contraction in exports to
major markets such as the EU, UK, China, Japan, and South Korea. Maintaining export
volumes of garments, carpets, textiles, and metal goods will require improved
competitiveness, diversification, and new preferential trade agreements.

6.3. Challenge of Managing Declines in Foreign Aid and Concessional Finance

Graduation will reduce access to LDC-specific funds, increase borrowing costs, shorten
loan maturities, and decrease grant inflows. Nepal must prepare for a tighter external
financing environment and a shift toward more expensive loans.

6.4. Challenge of Replacing Lost Capacity-Building Support and Scholarships

Reduced access to LDC-targeted training, scholarships, and technical cooperation will
require Nepal to strengthen domestic resource mobilization. Improving the investment
climate and addressing systemic weaknesses in the investment ecosystem will be
critical.

6.5. Challenge of Designing Strong Macroeconomic and Structural Policies

Nepal must implement effective macroeconomic policies to address potential impacts
on employment, poverty, inequality, and human development. Structural reforms will
be essential to maintain stable development progress after graduation.
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6.6. Challenge of Creating Adequate Employment Opportunities

Reduced exports and shrinking foreign aid may negatively affect jobs. With many
youths entering the labor force annually, Nepal must generate new employment
opportunities and develop a comprehensive human development and labor-market
strategy.

6.7. Challenge of Meeting Stricter Rules of Origin (RoO)

After graduation, Nepal will face more stringent RoO under various trade arrangements.
This will make exporting more difficult unless producers enhance domestic value
addition and meet higher compliance standards.

6.8. Challenge of Losing Access to LDC-Specific Funds and Technical Assistance

Nepal will no longer benefit from facilities such as the LDC Fund for climate adaptation
or the Enhanced Integrated Framework (EIF). Reduced technical assistance will require
increased domestic investment in human capital, institutional strengthening, and
climate-resilient planning.

6.9. Challenge of Maintaining Competitiveness and Development Progress

Nepal must offset the impact of reduced trade preferences and declining aid while
keeping its exports competitive as production costs rise. Strengthening intellectual
property systems, enhancing economic diplomacy, adopting modern trade tools, and
improving disaster and climate management will be essential for sustaining growth after
graduation.

7. Priority Areas in the Doha Program of Action and Nepal’s Key Tasks

The Doha Program of Action (DPoA) 2022-2031, adopted at the Fifth UN Conference
on LDCs (LDC5) in Doha, Qatar, provides a renewed global commitment to support
Least Developed Countries (LDCs) like Nepal. Endorsed by all 44 LDCs, the program
sets out six priority areas to accelerate sustainable development, eradicate poverty, and
foster structural transformation for eventual, irreversible graduation from the LDC
category.

7.1. Investing in People and Human Development

This priority focuses on expanding social protection and building human capacity to
leave no one behind. The DPoA commits to strengthening integrated and inclusive
national health systems to achieve universal health coverage, improving food security
through stronger food systems, and bridging global education gaps. A key initiative
includes exploring the feasibility of establishing an Online University for LDCs to
provide quality, accessible, and lifelong digital learning opportunities. LDCs are tasked
with ensuring equal access to services and economic opportunities for women and girls,
fostering gender equality, and building transparent, accountable institutions.
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7.2. Leveraging Science, Technology, and Innovation

Recognizing the digital and technological divide, this area mandates leveraging STI to
fight multidimensional vulnerabilities and achieve the Sustainable Development Goals
(SDGs). The DPoA calls for enhanced funding to develop innovative solutions for
LDCs' specific problems, supporting the deployment of clean energy technologies, and
fostering technology transfer on mutually agreed terms. LDCs, including Nepal, must
focus on increasing broadband connectivity, digital literacy, and expanding the use of
emerging technologies to improve service delivery and create new, high-value jobs in
sectors like ICT and research.

7.3. Structural Transformation for Prosperity

Structural transformation is placed at the heart of the DPoA as the primary driver of
prosperity, aiming to shift LDC economies from low-productivity, primary-based
sectors to higher-productivity, knowledge-intensive manufacturing, and services. The
program seeks to promote inclusive and sustainable industrialization, boost productive
capacities, and support the development of Micro, Small, and Medium Enterprises
(MSME ).

7.4. Enhancing Trade and Regional Integration

The DPoA aims to fully integrate LDCs into the global economy by enhancing their
participation in international trade and fostering regional cooperation. This involves
building productive capacity and improving export competitiveness through value
addition. International support measures include working towards duty-free, quota-free
market access for LDC exports and expanding Aid for Trade. Nepal, as a Landlocked
Developing Country, has a specific task to enhance connectivity, simplify border
procedures, and harness regional trade agreements to overcome geographical
constraints and diversify its trade basket.

7.5. Addressing Climate Change and Building Resilience

This priority addresses the existential threats posed by climate change, environmental
degradation, and future shocks, including pandemics. The DPoA commits to increasing
adaptation and resilience-building efforts through enhanced support for climate finance,
technology, and capacity building. A specific commitment is the establishment of a
Resilience-Building Mechanism to help LDCs better prepare for, respond to, and
recover from disasters. Nepal's key task involves integrating climate-risk-informed
sustainable development into its national plans and securing critical climate finance to
protect its vulnerable mountain ecosystems and communities.

7.6. Mobilizing International Assistance and Partnerships

The final priority calls for a renewed and strengthened global partnership for
development, focusing on mobilizing predictable and sufficient financing for LDCs.
This includes ensuring Official Development Assistance (ODA) commitments are met,
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addressing the high external debt burden through concessional financing, and boosting
Foreign Direct Investment (FDI) inflows. Key deliverables include a Sustainable
Graduation Support Facility (iGRAD) and an Investment Support Centre. For Nepal,
which is on the path to LDC graduation by 2026, this partnership is critical for ensuring
a smooth, sustainable, and irreversible transition that avoids a loss of hard-earned
development gains.

The DPoA represents an ambitious, decade-long commitment to transform LDCs.
Nepal must align its national policies and strategy—focused on macroeconomic
stability, economic transformation, and social inclusion—with these six priorities to
secure its graduation and achieve lasting prosperity.

8. Nepal’s Key Tasks in Priority Areas
8.1. Strengthen Structural Reforms and Expand the Economic Base

Nepal must deepen fiscal and structural reforms to attract investment. With a tax-to-
GDP ratio of 20% (vs. Bangladesh’s 7%), there is potential for better domestic revenue
mobilization, fiscal discipline, and removal of structural bottlenecks.

8.2. Enhance Productivity and Value Addition

Shifting from raw production to higher-value agriculture, industry, and services requires
modern technology, infrastructure, and sectoral policies. Evidence shows increased
value addition improves competitiveness and reduces import dependency.

8.3. Develop Trade-Related and Productive Infrastructure

Investments in transport, energy, digital connectivity, and logistics reduce trade costs
by 30—40% in landlocked countries, supporting export diversification and integration
into global value chains.

8.4. Promote Research, Innovation, and Digital Transformation

R&D and digital infrastructure foster entrepreneurship, innovation, and new industries.
Digital adoption boosts productivity, improves services, and expands participation in
global digital trade markets.

8.5. Strengthen Key Economic Sectors for Investment and Growth

Targeted strategies for agriculture, manufacturing, energy, tourism, and services—
through technology transfer, incentives, and an improved investment climate—can
accelerate sustainable domestic and foreign investment.

8.6. Build Climate-Resilient Growth and Expand Renewable Energy

As a highly climate-vulnerable country, Nepal must prioritize adaptation and
mitigation. Expanding hydropower and solar energy enhances resilience, lowers costs,
and supports green industrial development.
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8.7. Align Foreign Assistance with National Priorities and Mobilize Private
Finance

Foreign aid should focus on capacity building, infrastructure, and technology aligned
with national priorities. Concurrently, private sector investment must be promoted
through clear policies and predictable institutions.

8.8. Improve Governance, Transparency, and Institutional Capacity

Stronger governance reduces corruption, enhances service delivery, and builds investor
confidence. Evidence indicates governance reforms can raise GDP growth by 1-2%
annually.

8.9. Expand Human Capital, Employment, and Green Economic Growth

Investing in education, health, and training aligns skills with labor market needs,
reduces youth outmigration, and promotes entrepreneurship. Sustainable use of natural
resources, forest-based industries, and green enterprises can generate high-value
exports while protecting development gains.

8.10. Strengthen Tourism and Operationalize National Action Plans

Tourism, a major employment sector, requires research, IT-based promotion, and
infrastructure investment. Nepal must implement national action plans aligned with
DPoA and SDGs to ensure inclusive and evidence-based development.

9. Conclusion

Nepal is set to graduate to a developing country after nearly 55 years. To ensure that
this graduation is sustainable and smooth, qualitative actions are needed regarding
graduation indicators, the Doha Program of Action, and potential risks. While the likely
impacts of Nepal’s graduation from LDC status have been studied, documented, and
analyzed, effective communication and implementation remain awaiting. Concrete
action plans for the decade-long priorities outlined in the Doha Program of Action must
be developed, and relevant agencies should begin immediate implementation. This
approach can reduce the potential negative impacts of graduation and make the
transition smooth and sustainable.
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Environment Friendly Local Governance in Nepal

& Gopi K. Khanal

Abstract:

The government of Nepal has been implementing the Environment Friendly Local
Governance Framework (EFLG) since September 2013, with the aim of making the
entire nation environment-friendly and achieving its indicators from the level of
household, tole/settlement, village, municipality, and district. Environment-Friendly
Local Governance (EFLG) is a blueprint for sustainable development at the local
level in Nepal. This descripto-analytical paper describes the current state of the
framework, examines its strengths, outlines its challenges, and provides policy and
practical recommendations for its institutionalisation across the country. To tackle
the threats posed by climate risks in development, the effective implementation of
EFLG can bring greater benefits for conservation and sustainable development in
Nepal. Implementation of this framework will significantly contribute to achieving
green development in the country. Nepal must strengthen the institutional capacity of
local governments to effectively execute the framework, supported by technical
backstopping with a dedicated programme from the central and provincial levels.
The government of Nepal has been implementing the Environment Friendly Local
Governance Framework (EFLG) since September 2013, with the aim of making the
entire nation environment-friendly and achieving its indicators from the level of
household, tole/settlement, village, municipality, and district. Environment-Friendly
Local Governance (EFLG) is a blueprint for sustainable development at the local
level in Nepal. This descripto-analytical paper describes the current state of the
framework, examines its strengths, outlines its challenges, and provides policy and
practical recommendations for the institutionalisation of this framework across the
country. To tackle the threats posed by climate risks in development, the effective
implementation of EFLG can bring greater benefits for conservation and sustainable
development in Nepal. Implementation of this framework will significantly contribute
to achieving green development in the country. Nepal must strengthen the
institutional capacity of local governments to effectively execute the framework,
supported by technical backstopping with a dedicated programme from the central
and provincial levels.

1. Background

With the promulgation of the new Constitution in 2015, Nepal adopted a federal system
of government, comprising a national government, seven provincial governments, and
753 local governments. Article 30 of the Constitution guarantees every citizen the right
to live in a clean and healthy environment. To address the growing risks posed by
climate change, the Government of Nepal adopted the National Adaptation Plan (NAP)

* Former Secretary, Government of Nepal.
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2021-2050. In line with the global development agenda outlined in the Sustainable
Development Goals (SDGs), adopted in September 2015, Nepal decided to internalise
all 17 SDG indicators into its plans and programmes at all levels of government. To
align with these new development policies, the Ministry of Federal Affairs and General
Administration amended and updated the EFLG framework on June 29, 2021.The
government of Nepal has been implementing the Environment Friendly Local
Governance Framework (EFLG) since September 2013. The EFLG framework
envisions establishing environmental governance and creating a sustainable,
environment-friendly society at household, village, municipality, and district levels.
The EFLG framework consists of household-level, tole/settlement-level,
village/municipal-level, and district-level indicators related to sustainable development,
such as sanitation and health, renewable energy, greenery, urban beautification,
drinking water, building safety, agriculture, noise pollution, forest and biodiversity,
disaster management, plastic management, soil conservation, clean energy,
environment education, green roads, sustainable land use, and many others. These
indicators have been grouped into two categories: basic-level indicators and advanced-
level indicators. The EFLG Framework outlined the procedure and criteria to declare
environment-friendly households, toles/settlements, villages/municipalities, and
districts with an environment-friendly logo.

The main objective of the current EFLG framework is to mainstream issues related to
the environment, climate change adaptation, and disaster management into the local
planning process; make the local governance system environment-friendly; promote
responsibility for environment-friendly sustainable development at all levels, starting
from the household level; encourage coordination and cooperation between
environmental and developmental initiatives; and enhance local ownership by
localising its various dimensions for the sustainable management of the environment.
The framework follows the subsidiarity principle, where households are responsible for
tasks at the household level, and higher-level institutions are responsible for tasks that
cannot be handled at the household level. The framework was prepared based on
provisions in existing laws, rules, practices, and standards related to the environment,
such as the Environment Protection Act and Regulations, the Solid Waste Management
Act and Regulations, the Government of Nepal's periodic plans, and the Land Use
Policy.

2. Laws and policies related to Environment Friendly Local Governance (EFLG)

The Constitution of Nepal (2015) guarantees the right of every citizen to live in a clean
and healthy environment, as provided in Article 30, which also ensures the right of
individuals affected by environmental pollution or degradation to seek legal
compensation. Article 51 of the Constitution outlines broad principles of state policy
aimed at promoting environmental protection and sustainable development. These
principles emphasise sustainable resource management through the protection,
promotion, and environmentally friendly use of natural resources with equitable
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distribution prioritising local communities. They also include ensuring energy security
by providing reliable and affordable energy with a focus on renewable sources, as well
as sustainable water resource management through the development of irrigation
systems, control of water-induced disasters, and proper river management. The
Constitution highlights biodiversity and forest conservation, the mitigation of
environmental impacts from development projects, and the promotion of public
awareness on environmental cleanliness. It upholds key sustainable development
principles such as the polluter pays principle, the precautionary principle, and prior
informed consent. The Constitution stresses the importance of disaster risk reduction
through early warning systems, preparedness, rescue, relief, and rehabilitation measures
to minimise the risks associated with natural disasters (Government of Nepal, 2015).

The 16th Plan of Nepal prioritises environmental governance, focusing on the
promotion of climate-resilient development. Key strategies include addressing relevant
climate issues, controlling pollution, and enhancing public health. The plan emphasises
sustainable forest management, the provision of environmental services, green
development, and the protection of ecological systems and biodiversity. It aims to
promote a green economy based on comparative advantages, mobilise green financing,
and localise environmental and climate issues. The plan envisions implementing several
important programmes, such as the Green Economy Promotion Program, Biodiversity
Sustainable Conservation Program, Pollution Control in Health Society Program,
Climate Risk Reduction Program, and Local Adaptation Promotion
Program (Government of Nepal, 2024).

Under the Local Adaptation Promotion Program, the 16th plan seeks to prepare and
implement a comprehensive strategy for all localities, focusing on agricultural and
infrastructural development, water management, marshlands, wetlands, and local
protection mechanisms. It aims to create educational materials that incorporate climate
change adaptation, environmental sustainability, biodiversity, and climate resilience,
while also encouraging the use of environmentally friendly and locally sourced
materials. This plan intends to enhance adaptation strategies to mitigate the impacts of
climate change on ecosystems and biodiversity and conduct activities targeting
marginalised communities to promote sustainable practices in river basin management
and green entrepreneurship (Government of Nepal, 2024).

Nepal is a significant player in the climate change arena, with its commitment to climate
adaptation reflected in various national policies and frameworks. These include the
National Climate Change Policy, 2076; the Environment Protection Act, 2076, and its
regulations from 2077; the National Adaptation Plan (NAP) from 2076; the Climate
Adaptation Plan and Budget Guidelines, 2077; and the Strategic and Action Plan for
Climate Change Integration (2077-2087). The Second Nationally Determined
Contribution (NDC) and the National Adaptation Plan have been prepared to identify
necessary sources for implementation. The National Climate Crisis Assessment and
Risk Evaluation Report, 2079, and the Long-Term Low Emission Development
Strategy, 2079, have also been approved.
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3. Implementation Experience of EFLG

In September 2013, the Government of Nepal approved the Environment-Friendly
Local Governance (EFLG) Framework with the vision of promoting environmental
governance and fostering a sustainable, environment-friendly society at the household,
village, municipal, and district levels. To execute this framework, the Ministry of
Federal Affairs and Local Development formulated the Environment-Friendly Local
Governance Program and implemented it in 14 districts, 54 municipalities, and 60
Village Development Committees since December 2014. The programme was launched
for a period of 4 years with the support of the UK government. The programme
supported the promotion of green local development across the country by financing
the construction of green parks, the conservation of water resources, roadside
plantation, and other initiatives.

The Ministry of Federal Affairs and General Administration revised this EFLG
framework of 2013 on 29 June 2021 and reintroduced the Environment-Friendly Local
Governance Framework. This framework aimed to integrate environmental issues into
local planning, establish an environmentally friendly governance system, foster
environmental responsibility from the grassroots level, encourage coordination between
environmental and development efforts, and increase local involvement in sustainable
environmental management. The framework was prepared based on the provisions in
the existing laws, rules, practices, and standards related to the environment, such as the
Environment Protection Act and Regulation, the Waste Management Act and
Regulation, the Periodic Plan of the Government of Nepal, and the Land Use Policy.

4. Current Status of EFLG Implementation

The Environment and Disaster Coordination Section under the Planning Development
Assistance Coordination Division in the Ministry of Federal Affairs and General
Administration is responsible for coordinating the EFLG framework and providing
technical support to local governments for its implementation. The Planning, Foreign
Aid Division is responsible for facilitating policies, laws, standards, and coordination
related to waste management. This division is also responsible for monitoring and
evaluating policies, laws, and programmes related to climate change adaptation,
environmental management, and sustainable development at the local level. The Local
Development Training Academy (LDTA) has been providing the training to local
government officials on the EFLG framework. Some provincial governments, such
as Karnali Province, have also allocated budgets for EFLG orientation. The LDTA, with
the support of the Provincial and Local Governance Support Program (PLGSP), has
developed a training module on solid waste and environmental management.

The Local Government Operation Act (LGOA), 2017, outlines the functional
responsibilities of local governments. The EFLG-related functions of the local
government are provided in Annex One. According to Article 12 (Ga-39) of the LGOA,
2015, one of the key functions of the ward office is to make the ward environmentally
friendly. Other environment-related functions of the ward are provided in Annex Two.
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The Government of Nepal approved the National Solid Waste Management Policy,
2022, on May 8, 2022. This policy has duly recognised the EFLG Framework and
envisions proper waste management to create a clean, healthy, and prosperous
society with a long-term vision. It aims to ensure citizens' right to live in a clean and
healthy environment through sustainable waste management. A High-Level National
Coordination Committee, chaired by the Secretary of MoFAGA, with Joint-Secretary-
level representatives from various ministries, will oversee waste management efforts.
The key provisions of this policy are provided in Annex Three (Government of Nepal,
2022).

The EFLG Framework has environment-friendly indicators for the household level, toll
level, ward level, municipal/rural municipal level, and district level. The indicators are
grouped into basic-level indicators and advanced-level indicators. Basic Indicators:
These are the indicators set to be fulfilled mandatorily by households to districts in order
to be declared as environment-friendly. Advanced Indicators: Higher-level indicators
have been set as advanced indicators. Table 1 shows the structure of indicators (Ministry
of Federal Affairs and General Administration, 2021).

Table 1: Structure of EFLG Indicators

Level of Level of No. of basic No. of advanced Total No.
Institution Indicators level indicators | level Indicators Indicators
Municipality | Household Level 13 8 21
Tole Level 5 3 8
Ward Level 11 14 25
Municipal Level 17 41 58
Rural Household Level 8 6 14
Municipality | yward Level 15 14 29
municipal Level 26 29 55
District Level 12 11 23
Total 107 126 233

5. Institutional and Operational Bottlenecks in EFLG Management

The EFLG is a cross-cutting framework for environmental conservation, disaster
management, climate change, and other issues related to sustainable development.
The Ministry of Federal Affairs and General Administration (MoFAGA) is the focal
ministry for this framework. The key role of the ministry is to formulate policies, set
standards, and provide technical support to local governments. The Environment and
Disaster Management Section in MoFAGA is responsible for carrying out these
functions. However, this section lacks dedicated technical human resources for
environmental management. There are no specific positions for environmental
engineers who can understand the gravity of EFLG.
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The Provincial Training Academies under the Provincial Governments have the official
mandate to build the capacity of provincial and local governments for EFLG. Except
for Karnali Province, no other province has yet allocated a budget for capacity building
on EFLG. None of these institutions have the technical manpower for EFLG-related
training, nor do they have the necessary equipment. Most of these organisations are
unfamiliar with the EFLG framework.

The Nepal Administrative Staff College (NASC) has the mandate to build the capacity
of federal civil servants in Nepal. It was noticed that none of the trainers at this
institution are familiar with EFLG. There are no dedicated technical human resources
in this institution for environmental issues. The NASC primarily focuses on general
areas like public administration and governance. However, the NASC has the potential
to contribute to promoting EFLG through its various training programmes. It can
encourage trainers to use EFLG as a case study, policy review topic, or part of other
activities.

The Local Development Training Academy (LDTA) provides training on EFLG to key
local government officials. It has been allocating a limited budget for this purpose. The
LDTA has developed training modules for solid waste and environmental management.
These modules have been designed for a 5-day residential training programme for local
government officials. However, the majority of the content in these training modules is
focused on solid waste management. There are no sections directly related to the EFLG
framework and processes. There are no separate training modules specifically
for EFLG. The LDTA is not well-equipped with the necessary human resources
for EFLG-related training. None of its trainers have received Training of Trainers
(ToT) on the EFLG framework. There are no technical experts with an environmental
background at the LDTA. The LDTA also lacks technical equipment for conducting
environment-related training.

The EFLG Framework (2021) has been structured in a policy-like format, lacking a
clear sequence, which causes confusion for implementing agencies. In contrast, other
frameworks related to local governance developed by MoFAGA, such as the Local
Government Performance Assessment (LGPAS) and Child Friendly Local Governance
(CFLG), have been prepared within a legal framework with a sequential order,
providing clarity on steps for implementation. The EFLG Framework, however, lacks
this legal sequencing.

The provincial governments have limited involvement in the current EFLG
framework. The EFLG framework has provided limited space to provincial
governments. The framework does not have representation from provinces on any
committees, from local to national levels, including the EFLG National Coordination
Committees. Provinces hold an essential role in the federal system, with dedicated
Ministries of Environment established in many provinces. Provinces have been
providing conditional grants to local governments in areas related to EFLG indicators.
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However, most provinces are not well-acquainted with the EFLG framework, and there
has been no interaction with them regarding this framework. There is potential to
mobilise resources from provinces to support the execution of the EFLG
framework. There are numerous projects related to EFLG indicators under the matching
grant and special grants provided by provinces to local governments. The Karnali
Province is implementing an irrigation water reservoir project in Panchari Valley, West
Surkhet, in collaboration with the local government. Similarly, Ghorahi Municipality
has been investing in several water pond projects for irrigation and drinking water in
the Dang Valley, and it has become a role model for many other local governments.

Nepal's diverse geography, spanning from the Himalayan mountains to the Terai plains,
presents unique environmental challenges in each region. A one-size-fits-all, centralised
approach to environmental governance may not effectively address these varying needs.
Therefore, the central EFLG framework should include provisions that allow for
adaptation to local environmental contexts. Local governments should have the
authority to tailor EFLG indicators to their specific conditions. The provinces can play
a key role in providing the technical support needed to localise these indicators.

Public resistance to stricter environmental laws — such as those regulating land use or
waste disposal — can emerge when communities lack adequate education and awareness
about the long-term benefits of sustainable practices. In economically less developed
areas, local governments often face pressure to prioritise immediate economic growth
over environmental protection, creating tension between national environmental goals
and local development priorities. As a result, environmental regulations may be
perceived as barriers to progress rather than tools for long-term resilience. The rolling
out of EFLG across the country will help support building the environment-savvy
societies from the household level.

Furthermore, effective environmental governance relies heavily on accurate data related
to environmental health, biodiversity, and pollution levels. Many local governments do
not have sufficient infrastructure, technical expertise, or institutional capacity to collect,
analyse, and utilise such data, limiting their ability to make informed decisions or
evaluate the outcomes of environmental initiatives. Although local governments
typically benefit from closer engagement with communities, challenges persist in
promoting public awareness and participation in environmental initiatives. In many
rural areas, people continue to prioritise basic needs, employment, and economic
opportunities over conservation efforts, making it difficult to link the EFLG initiative
with broader goals of economic empowerment and sustainable development.

6. Recommendations

The Ministry of Federal Affairs and General Administration (MoFAGA) serves as
the focal ministry for the EFLG Framework, playing a central role in its implementation.
Its primary responsibilities include formulating national policies, guidelines, and
standards to ensure a structured and effective approach to environment-friendly local
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governance. The MoFAGA 1is responsible for coordinating with development
partners to mobilise necessary resources for EFLG programmes at the local government
level, ensuring that municipalities and rural municipalities have the financial and
technical support required to implement sustainable environmental initiatives. This
ministry needs to own this framework and inspire the local government for effective
implementation. The Provincial Government plays a crucial role in implementing
the EFLG Framework through local governments. It can provide technical
backstopping, design EFLG-related programmes, and allocate resources through
conditional grants and project-specific funding to local governments.

The Government of Nepal approved the National Solid Waste Management
Policy on May &, 2022. However, this policy does not recognise the role of provincial
governments in solid waste management. The policy should be updated to focus on
the circular economy and provide a technical backstopping role for provincial
governments. A dedicated national programme on EFLG is required to provide the
space for provincial government and to provide the financial support to implement the
EFLG at the local level.

Local governments are closer to the people, but they struggle with public awareness and
engagement on environmental issues, especially in rural areas where economic needs
often take priority over conservation. To address this challenge, the EFLG initiative
should be linked to local economic empowerment. Implementing circular and green
economies can help overcome these issues. It was observed that local
governments are institutionally weak in managing EFLG-related activities,
including solid waste management, green roads, sanitation, and climate-resilient
initiatives. They do not have sufficient technical staff to handle these issues effectively.
For instance, the Local Government Operation Act (LGOA) mandates the preparation
and enforcement of Risk-Sensitive Land Use Plans (RSLUP). However, due to weak
institutional ~ capacity, local = governments  have been  unable to
enforce RSLUP effectively. The MoFAGA should incentivise the local government to
conduct an organisation and management survey and recruit key staff related to EFLG.

Some local governments have successfully mobilised the Public-Private Partnership
(PPP) model in solid waste management, reducing administrative costs. The MoFAGA,
in coordination with the provincial ministries of environment, can encourage other local
governments to adopt this model nationwide. This would help reduce administrative
burdens while promoting the circular economy and creating green jobs in Nepal. There
are ample opportunities to apply the EFLG framework as an instrument to create green
jobs at the local level. The MoFAGA, in collaboration with the Ministry of Forests and
Environment, should help draft environmental codes for local governments that will
facilitate green job creation and improve environmental health.

The National Natural Resources and Fiscal Commission (NNRFC) has introduced
the performance-based fiscal equalisation grant for the local level. Currently, there
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are 17 indicators in place. The inclusion of an indicator related to the number of
environment-friendly wards would encourage local governments to invest in EFLG on
their own. The NNRFC needs to incorporate this as one of their performance
indicators to further promote environmentally sustainable governance at the local
level (National Natural Resources and Fiscal Commission, 2023). The Local
Development Training Academy (LDTA) can play an important role in EFLG
implementation. It can contribute by compiling best practices from local governments,
developing training modules for Provincial Training Academies, and introducing
an online learning platform on EFLG.

International development agencies, including the UNDP, the World Bank, and the
Asian Development Bank, have emphasised the importance of the circular economy in
recent years and have included it as a policy priority. The EFLG framework has
numerous indicators related to solid waste management. The solid waste management-
related indicators in EFLG are based on the traditional concept of reduce, reuse, and
recycle. The concept of a circular economy focuses on eliminating
waste and maximising resource efficiency. In contrast to the traditional linear
economy of take-make-dispose, this system follows a closed-loop approach, where
resources are continuously recycled, repaired, and reused. The EFLG framework should
serve as a vehicle to promote the circular economy across the country. Development
partners in Nepal should provide support to implement EFLG as an instrument to
transition from a traditional linear economy to a circular economy.

The Solid Waste Management Act, 2068 (2011), and the Solid Waste Management
Rules, 2070 (2013), are the key legal instruments governing solid waste management
in Nepal. These laws grant powers and responsibilities to local governments for
managing solid waste. Some cities, including Kathmandu Metropolitan City, have
utilised these laws to regulate solid waste. However, these laws have not been updated
in the federal context or aligned with the Local Government Operation Act, 2017.

The EFLG programme should pay special attention to creating urban green space.
Urban parks and rooftop gardens act as lungs for congested urban areas like in the
Kathmandu Valley. It helps reduce pollution and provide spaces for biodiversity. There
is also a need for green infrastructure. The programme should help the local government
to explore nature-based solutions.

The Environment-Friendly Local Governance (EFLG) Framework, initially endorsed
by a Cabinet meeting in September 2013, gained wide acceptance across all sectoral
ministries. However, the current EFLG Framework (2021) was officially approved by
the minister for the Ministry of Federal Affairs and General Administration (MoFAGA)
on June 29, 2021. For full implementation of the framework, local governments require
support from several ministries, including the Ministry of Urban Development, the
Ministry of Forests and Environment, and the Ministry of Agriculture and Livestock
Development.
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7. Conclusion

Nepal faces numerous environmental threats, including floods, soil erosion, land
degradation, solid waste, water depletion, forest fires, flash floods, noise pollution, and
deforestation. Many of these environmental problems are exacerbated by climate
change. The adoption of the EFLG framework is crucial, if not mandatory, to address
these growing climate threats and ensure sustainable livelihoods and environmental
conservation for Nepal's citizens.

Annex One

Environment Related Functions of Local Government

Land Use and
Settlement
Planning

Formulation and implementation of land use policies, plans,
and programs.

Development of managed settlements and integration of
land for sustainable development.

Forest, Wildlife,
and Biodiversity
Conservation

Formulation and implementation of local policies,
legislation, and standards related to forests, wildlife, water
use, environment, ecology, and biodiversity.

Preservation, promotion, use, and regulation of community,
rural, urban, religious, and lease forests.

Management of community, religious, and lease forests in
buffer zones.

Riverbank, river outlet, and roadside afforestation and
management.

Promotion and regulation of private and commercial forests.
Afforestation, maintenance, use, and management of public
barren land.

Survey, production, collection, promotion, processing, and
market management of non-timber forest products.

Forest seed garden establishment, management, and
promotion.

Nursery establishment, sapling production, distribution,
planting, and promotion.

Wildlife and bird protection, commercial breeding, use, and
monitoring.

Management of human-wildlife conflict.

Establishment and operation of local zoos.

Local wildlife tourism and income generation.

Local level trophy management.

Documentation and research of forests, wildlife, and birds.
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Documentation of world heritage sites, archaeological sites,
forests, wetlands, and coastal areas.

Control of invasive species.

Local level risk minimization.

Biodiversity documentation.

Greenery promotion.

Water Resource
Management and
Environmental
Protection

Formulation and implementation of local-level small water
use projects.

Protection and promotion of local species.

Environmental risk minimization.

Pollution control and management of hazardous materials.
Low-carbon and environmentally friendly development
adoption.

Determination and management of environmental
protection areas.

Drinking water tariff determination and drinking water
service management.

Local small surface and underground irrigation system
operation and renovation, service fee determination, and
collection management.

Power distribution system and service management.
Implementation and regulation of local policies, laws,
standards, and plans related to watershed, wildlife, mines,
and minerals preservation.

Water source conservation.

Community soil conservation and income generation
programs based on that.

Community adaptation for soil conservation and watershed
management.

Information and data collection related to mines and
minerals.

Support in preservation and conservation of valuable
metals, stones, and minerals.

Registration, permit, renewal, dismissal, and management
of survey, extraction, and use of mined goods like boulders,
pebbles, sand, salt, soil, slates, graphite, etc.

Publication of geological maps.
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Disaster

Formulation and implementation of local disaster

Management management plans.
Planning and e Development of local laws and regulations related to
Regulation disaster risk reduction.

e Monitoring and evaluation of disaster management policies

and programs

Disaster e Early warning system development and dissemination.
Preparedness and  |e Search and rescue operations.
Response e Pre-positioning and distribution of relief materials.

e Coordination with relevant agencies and stakeholders.
Water Resource e Dam safety and management.
Management and  |e River and landslide control measures.
Disaster Risk e Regulation of river flows and sedimentation.
Reduction
Disaster Risk e Mapping of disaster-prone areas.
Assessment and o Identification and relocation of vulnerable settlements.
Mitigation ¢ Implementation of structural and non-structural mitigation

measures

Intergovernmental |e Coordination with federal and provincial governments.
and Community e Collaboration with local communities, organizations, and
Collaboration the private sector.

Building partnerships for disaster risk reduction and
response.

Financial Resource

Establishment of disaster management funds.

Mobilization e Mobilization of financial resources for disaster
preparedness, response, and recovery.
Disaster Risk e Implementation of local-level projects to reduce disaster

Reduction Projects

risks.
Monitoring and evaluation of project effectiveness.

Post-Disaster
Recovery and
Rehabilitation

Supporting the reconstruction and rehabilitation of damaged
infrastructure and livelihoods.
Providing assistance to affected communities

Data Management
and Research

Collecting and analyzing disaster-related data.
Conducting research to improve disaster management
practices.

Emergency
Operations=

Establishing and operating an effective emergency
operations center.
Coordinating emergency response activities.
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Community-Based |e Empowering communities to take ownership of disaster risk
Disaster reduction.
Management e Promoting community-based disaster preparedness and
response plans.
e Building Codes Enforcement
Annex Two
Environment Related Functions of Ward Offices
1. Management of children’s parks
2. Construction and management of public toilets and bathrooms

W

A S

Managing ward-level community water taps, ponds, wells, and lakes
(construction, protection, and quality regulation)

Collection and management of solid waste produced from homes
Sanitation of streets and alleys (chowks and gullies)

Sewage management

Management of carcasses

Management of groundwater outlets and protection of water sources
Establishment, coordination, and promotion of agriculture and fruit
nurseries

. Training and orientation of ward-level lead farmers
11.
12.
13.
14.

Compilation of demands for agricultural fertilizers
Preparation of a list of pests (diseases) in agriculture
Protection and management of pasture land within the ward
Removal of floods and landslides on roads

Annex Three

Key Provisions of Solid Waste Management Policy Related to Environment

Promotion of best practices at the community level.

Mobilization of foreign aid for research, technology transfer, and solid
waste management.

The federal government will be responsible for policy formulation,
research and development, and mobilization of foreign aid.

The provincial government will focus on building solid waste
infrastructure and coordinating with local governments.

The local government will be responsible for waste collection, processing,
and management.

Capacity building of stakeholders.

Public-private partnerships in solid waste management.

Utilization of traditional knowledge in waste management.
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9. Mobilization of community organizations, including Tole Development
Organizations, in waste management.

10. Citizen awareness on waste management.

11. Promotion of green landfill practices.

12. Involvement of the private sector in waste management.

13. Intergovernmental coordination and cooperation

14. Use of modern technology on solid waste management
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Redefining Development: An Analytical Study on Concepts,
Dimensions, and Contemporary Approaches

£ Gokul Bhujel’

Abstract:

This study critically explores the evolving concept of development, emphasizing its
multidimensional, inclusive, and sustainable nature. Beyond mere economic growth,
development is framed as a dynamic process that empowers marginalized
populations, enhances human capabilities, and promotes social equity, institutional
capacity, and environmental stewardship. Integrating classical, neo-classical, and
contemporary frameworks including Keynesian, Modernization, NeoLiberal, Human
Capability, Environmental, and BottomUp approaches the research highlights the
interactions among economic drivers, socio-institutional structures, governance, and
ecological imperatives. Development Administration emerges as a key instrument for
translating policy into actionable outcomes through strategic planning, participatory
governance, and managerial reform. Emerging trends such as technological
innovation, multi-stakeholder collaboration, Al-enabled interventions, and context-
sensitive governance are identified as critical to contemporary practice. Using Nepal
as a case study, the study advocates a legally informed, diplomatically attuned, and
ethically grounded framework that integrates phased planning, capital formation,
and participatory approaches to achieve sustainable, inclusive, and holistic
development.

1. Background

Development constitutes a complex, multidimensional, and value-laden paradigm that
transcends mere economic growth, encompassing social justice, political participation,
human well being, and environmental stewardship.? Contemporary thought, notably
advanced by Amartya Sen, frames development as the expansion of human freedoms,
wherein individuals act simultaneously as agents and beneficiaries of societal change,
emphasizing empowerment, capability enhancement, and inclusive participation.

Diverse theoretical perspectives illuminate development pathways: economic growth
models focus on industrialization and income expansion; human development
approaches prioritize education, health, and capability enhancement; sustainable
development integrates ecological stewardship with socio-economic progress; and
participatory frameworks underscore local ownership, stakeholder engagement, and
inclusivity. Modern scholarship also draws on Modernization, Dependency, World

" Legal Officer, Ministry of Land Management, Cooperatives and Poverty Alleviation
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Systems, Post-Development, and Human Development theories, reflecting
development as a dynamic, adaptive, and context-sensitive process.>

Emerging global imperatives climate resilience, digital transformation, green economy,
gender empowerment, and multi-stakeholder governance further shape contemporary
development strategies. For nations such as Nepal, effective development requires
legally informed, diplomatically nuanced, and ethically grounded approaches
integrating phased planning, human and financial capital development, institutional
reform, and participatory governance.

2. General Understanding of Development

Development signifies a deliberate, structured, and value-driven transformation that
integrates economic advancement with social justice, human well-being, cultural
vitality, and environmental stewardship. It encompasses both a static dimension
reflecting societal maturity, institutional stability, and fulfillment of human needs and a
dynamic dimension, portraying a continuous, adaptive, and transformative process
responsive to evolving human, technological, and ecological challenges. Rooted in
human centric perspectives, development emphasizes empowerment, dignity, and
capability enhancement. Effective policy and governance mobilize human, financial,
and technological resources to achieve inclusive, sustainable, and participatory
progress. Development thus embodies both normative aspirations and pragmatic
pathways toward holistic societal advancement.

3. Todaro’s Conceptual Framework of Development

Michael P. Todaro conceptualizes development as a multidimensional, human-
centered, and rights-based process, emphasizing the enhancement of human well-being,
dignity, and freedom beyond mere economic growth. The first objective focuses on
elevating living standards through sustained economic and social advancement,
including income, employment, health, education, and food security, consistent with
international human rights commitments. The second objective underscores
institutional transformation to foster human dignity and self-esteem, advocating just,
equitable, participatory, and transparent governance that empowers individuals to
engage meaningfully in societal affairs. The third objective emphasizes expanding
human freedom by enlarging choice, enabling individuals to pursue aspirations,
exercise agency, and access diverse economic, social, and political opportunities,
resonating with Amartya Sen’s capability approach. Todaro’s framework thus
integrates material prosperity, ethical governance, and personal empowerment,
providing a guiding paradigm for inclusive, rights-based, and human centered
development strategies in contemporary global contexts.
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4. Approaches to Development

Development is a multidimensional, dynamic, and value-laden process, interpreted
through diverse theoretical and policy frameworks, each illuminating distinct facets of
societal progress. Traditional economic growth paradigms emphasize GDP expansion,
per capita income, industrialization, and capital accumulation, underpinning structural
transformation and productivity, though often critiqued for neglecting equity, social
welfare, and environmental sustainability. Modernization theory situates development
as the transition from traditional to modern structures, highlighting technological
innovation, rational governance, urbanization, and educational advancement, albeit
with critiques of Western bias. Social justice approaches foreground equitable
redistribution, inclusivity, and rights based policies, emphasizing poverty alleviation,
gender equity, and social protection. Marxist and structuralist perspectives underscore
transformation in production relations, ownership, and surplus distribution, advocating
systemic reform to address inequality. Sustainable development integrates economic
growth, social inclusion, and environmental stewardship, emphasizing climate
resilience, biodiversity conservation, and intergenerational equity, as reflected in the
SDGs. Inclusive development ensures that all societal segments, particularly
marginalized populations, benefit through participatory governance, empowerment, and
equal opportunity. A holistic perspective synthesizes these paradigms, framing
development as a people centered, and interconnected process encompassing economic
prosperity, social well being, cultural vitality, institutional integrity, environmental
sustainability, and human freedom. Contemporary scholarship thus positions
development as an adaptive, integrative, and normative endeavor, where economic
efficiency, social justice, institutional capacity, human empowerment, and ecological
responsibility converge, providing the foundational framework for effective policy,
governance, and international cooperation in the twenty first century.

5. Theoretical Perspectives on Development: Keynesian Growth, Modernization,
and Development Administration

Development discourse has been profoundly shaped by multiple theoretical
frameworks, each elucidating the mechanisms, constraints, and objectives of socio-
economic transformation. Keynesian Growth Theory, emerging in the 1940s—1950s,
underscores the centrality of capital formation, savings, and investment flows in driving
economic expansion. Rooted in Keynesian principles, it posits that domestic savings,
strategically mobilized into high productivity sectors, stimulate employment, income
growth, and macroeconomic stability. Household income expansion generates private
savings, reinforcing cumulative growth cycles, thereby linking consumption,
investment, and production in a dynamic developmental process.

Modernization Theory, dominant in the 1960s, extends beyond economic metrics to a
multidimensional conception of development. It emphasizes concurrent transformations
in social norms, cultural practices, institutional structures, and value systems. Structural
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constraints cultural, institutional, or socio-political are identified as primary sources of
underdevelopment. Societies must transition from agrarian, tradition-bound systems to
industrialized, technologically dynamic, and socially progressive frameworks,
facilitated by education, institutional reform, and diffusion of scientific and
technological knowledge.

Development Administration, emerging circa 1965, operationalizes these theoretical
insights through a practical governance lens. Reconceptualizing public administration
as a vehicle for planned socio-economic transformation, it emphasizes participatory,
goal oriented, and results-driven governance. Core components include structured
strategic planning, programme and project management, performance-based
monitoring, social inclusion, fiscal discipline, and investments in human, social, and
physical infrastructure. The second dimension focuses on internal institutional
modernization, incorporating administrative reform, change management, participatory
decision-making, managerial flexibility, incentive structures, organizational capacity
building, bureaucratic style reform, human resource development, and ICT integration.

Together, these frameworks illustrate that development is multidimensional, adaptive,
and participatory. Keynesian Growth provides the economic rationale, emphasizing
investment, productivity, and income expansion. Modernization Theory highlights
socio-cultural and institutional transformation as prerequisites for sustainable progress.
Development Administration translates these concepts into actionable policies and
institutional practices, ensuring coherence between strategy, implementation, and
outcomes.

Collectively, they demonstrate that effective development integrates economic, social,
cultural, technological, and environmental considerations within a robust governance
architecture. This integrated approach equips policymakers to design inclusive, rights-
based, and sustainable development strategies, thereby ensuring that growth translates
into tangible improvements in human well-being, equitable opportunity, and enduring
societal transformation.

6. Characteristics of Development Administration

Development Administration, as a specialized paradigm within public governance, is
distinguished by its proactive, transformational, and results driven orientation, setting
it apart from conventional bureaucratic systems. Central to this framework is an action
oriented ethos, wherein administrative actors are expected to initiate and execute
programs that advance societal objectives, rather than merely adhering to procedural
routines.

At its core, Development Administration is change oriented, emphasizing institutional
and societal transformation through the reform of structures, processes, and policies.
This approach fosters flexibility, innovation, and adaptability, ensuring that governance
remains responsive to evolving developmental imperatives. Complementing this is a
results oriented focus, whereby programs and policies are evaluated against clearly
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defined objectives, embedding performance monitoring and accountability into
administrative practice.

Officials operating within this paradigm are expected to be committed and citizen
centric, prioritizing public needs, participatory engagement, and socially relevant
interventions. Time consciousness, innovation, and creative problem solving further
enhance efficiency and responsiveness, enabling administrators to optimize resources
and address emerging challenges effectively.

7. Development Theories: Neo-Liberal, Popular, Environmental, Bottom-Up, and
Contemporary Approaches

The evolving discourse on development reflects a dynamic interplay of economic,
social, political, and ecological perspectives. NeoLiberal Theory, emerging in the
1970s, prioritizes market mechanisms and private sector leadership as the primary
drivers of growth. Emphasizing supply side strategies, limited state intervention, and
incentive-based economic instruments, this approach assumes that benefits generated at
higher levels will gradually diffuse to broader society, fostering industrialization and
private enterprise expansion.

In contrast, Popular or Grand Theories advocate a pragmatic, context sensitive
orientation, highlighting that development trajectories are shaped by historical, cultural,
and geographical conditions. They emphasize flexibility, local adaptation, minimal state
intervention, and creative problem solving, promoting practical solutions tailored to
specific societal contexts.

Environmental Theory, gaining prominence in the late 1980s, foregrounds the
inseparability of development and ecological sustainability. It underscores the
importance of integrating social equity, biodiversity conservation, and resource
management into development planning, ensuring that economic progress does not
compromise ecological integrity. Complementarily, Bottom-Up Theory emphasizes
participatory, decentralized governance, advocating local empowerment, community
engagement, and spatially aware interventions. By leveraging local knowledge and
encouraging inclusive decision-making, Bottom-Up approaches enhance resilience,
equity, and context relevance in development outcomes.

Contemporary development thought further incorporates multidimensional frameworks
addressing power dynamics, structural poverty, inclusivity, and human capabilities.
Power Theory recognizes that unequal distribution of authority and resources constrains
equitable growth, making empowerment central to sustainable progress. Myrdal’s
Vicious Circle of Poverty highlights the self-reinforcing nature of deprivation,
necessitating targeted institutional interventions to disrupt systemic poverty.

Inclusive Development Theory asserts that meaningful progress must reach
marginalized groups, emphasizing participatory governance, social justice, and
equitable access to education, healthcare, and economic opportunities. Amartya Sen’s
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Human Capability Approach reframes development as the expansion of individual
freedoms and capabilities, asserting that societal progress is measured by the
opportunities people have to lead lives they value. Sustainable Development Theory
integrates economic growth with social inclusion and environmental stewardship,
ensuring intergenerational equity and adherence to global frameworks such as the UN
Sustainable Development Goals.

These theories underscore that development is multidimensional, contextually
embedded, and ethically guided. They highlight the interplay of economic efficiency,
social equity, human empowerment, ecological integrity, and participatory governance,
offering a comprehensive lens for understanding and implementing development
strategies. This synthesis informs contemporary policy and practice, reinforcing that
sustainable and inclusive progress is achieved not solely through material growth but
through the harmonious expansion of human, social, and environmental wellbeing.

8. General Characteristics of Development

Development, inherently multidimensional, transcends mere economic expansion,
reflecting comprehensive enhancements in human well being, social capacity, and
institutional resilience. A salient feature is high per capita income, indicative of
productive economic capacity and individual access to resources, enabling investment
in human capital and societal participation. Equally significant is a high Human
Development Index (HDI), which integrates education, health, and longevity,
underscoring the realization of essential capabilities and meaningful life opportunities.
Sustained economic growth remains a pivotal driver, providing resources for
infrastructure, technological advancement, and social investment. Development further
manifests in an elevated standard of living, encompassing adequate housing, nutrition,
healthcare, and mobility, alongside access to basic services and social security, ensuring
resilience and equitable participation. Ultimately, true development embodies high
quality of life indicators, including personal freedoms, social recognition, agency, and
empowerment, affirming that progress is measured not solely by material accumulation
but by the enrichment of human dignity and societal capability.

9. Dimensions of Development

Development is inherently multidimensional, integrating economic, social, political,
cultural, and environmental spheres to ensure holistic human advancement. The
economic dimension emphasizes wealth creation, equitable resource distribution,
employment generation, and the translation of growth into tangible benefits. The social
dimension prioritizes welfare, education, healthcare, housing, and social cohesion,
enabling individuals to participate meaningfully in societal life. Political development
ensures freedom, human rights, democratic governance, participatory institutions,
accountability, and civil liberties, fostering transparency and equity. The cultural
dimension affirms identity, heritage preservation, social values, and collective
knowledge, reinforcing resilience and innovation. The environmental dimension
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underscores intergenerational equity, sustainable resource utilization, and ecological
stewardship, safeguarding future capacities. Collectively, these dimensions converge
toward the notion of a “complete life,” wherein material prosperity, social well being,
political freedom, cultural fulfillment, and environmental sustainability coalesce,
anchored in ethical, historical, and societal frameworks, thereby rendering development
both comprehensive and enduring.

10. Evolution of the Concept of Development

The concept of development has progressively evolved over the past two centuries,
reflecting shifts in economic paradigms, social ideologies, and global policy
frameworks. In the 19th century, development was predominantly viewed through a
socialist lens, emphasizing structural relations, equitable distribution of production
resources, and collective welfare. By the 1950s, economic growth became the principal
indicator of progress, prioritizing industrialization, capital accumulation, and national
income expansion, often overlooking social, cultural, and environmental dimensions.

The Post-World War II period witnessed the rise of Modernization Theory,

recognizing development as a multidimensional process encompassing institutional
reform, technological adoption, social transformation, and value system changes. The
1970s introduced the Basic Needs Approach, articulated by international organizations
such as the ILO, emphasizing the fulfillment of essential human requirements including
consumption, public services, employment, and participatory rights thereby shifting
focus from aggregate growth to human welfare.

In the 1980s, sustainable and human-centered paradigms gained prominence. The
Sustainable Development framework integrated ecological balance, resource
conservation, and long term viability, while participatory approaches, exemplified by
Robert Chambers’ “Putting the People First” and Salman’s “Listening to People,”
foregrounded local knowledge, agency, and community participation in planning and
implementation.

The 1990s marked the advent of the Human Development Approach, popularized by
the UNDP, positioning people as the central agents of development. This approach
emphasized human capabilities, freedoms, and well-being, integrating social equity
with economic growth, and employing multidimensional indices such as the HDI to
assess progress beyond mere material wealth.

The 2000s underscored good governance and inclusive development, highlighting
institutional transparency, participatory decision-making, and equitable access to
resources as preconditions for sustainable and socially just development outcomes.

Post 2007, the green economy paradigm emerged, emphasizing the reconciliation of
economic growth with environmental stewardship. Core principles include social
inclusivity, efficient resource utilization, technological innovation, and low carbon
emissions. Green growth represents a synthesis of environmental sustainability, social
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equity, and economic efficiency, reflecting contemporary imperatives for resilient, low
carbon, and inclusive development pathways.

Evolution of development discourse reveals a clear trajectory from narrow economic
growth metrics toward a holistic, human-centered, and environmentally responsible
understanding. Modern development integrates material prosperity, social justice,
institutional integrity, human capability, and ecological sustainability, thus redefining
progress as a multidimensional, inclusive, and ethically grounded process aimed at
enhancing human well-being and ensuring intergenerational equity.

11. Growth Models and Rostow’s Stages of Economic Development

Growth models constitute analytical frameworks designed to elucidate the mechanisms
through which factors of production primarily capital and labor interact to generate
goods and services, with technology acting as a pivotal driver of productive efficiency.
At their core lies the production function, expressed as Y = f (K, L), which delineates
the relationship between total output (Y), capital stock (K), and labor input (L). Such
models serve three principal functions: descriptive analysis, providing systematic
insights into historical and contemporary growth patterns; predictive forecasting,
enabling scenario-based projections for capital accumulation, labor expansion, and
technological innovation; and value-added assessment, identifying sectoral
contributions, efficiency gaps, and potential areas for productivity enhancement.
Modern frameworks underscore the synergistic role of technology, demonstrating that
growth emanates not solely from factor accumulation but from their innovative and
effective utilization.

Rostow’s Development Model, articulated by Walt W. Rostow, provides a linear and
stage-based conception of economic evolution, guiding societies from traditional
subsistence economies to advanced industrialized structures. The model comprises five
successive stages:

1. Traditional Society: Characterized by agrarian subsistence economies with
minimal technology, low capital accumulation, and rudimentary infrastructure,
where economic activity predominantly meets basic survival needs.

2. Preconditions for Take Off: Structural transformation begins through
mechanized production, accumulation of capital via savings, investment, and
external resources, and initial development of entrepreneurial and infrastructural
capacity, establishing the foundation for sustained growth.

3. Take Off- Marked by rapid industrialization, dual economy emergence,
widespread technological adoption, and elevated investment rates, this stage

generates self-reinforcing cycles of productivity and capital formation.
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4. Drive to Maturity: Growth diversifies across industrial and service sectors,
with technological diffusion enhancing economic sophistication, resilience, and
institutional capacity, consolidating national productive capabilities.

5. Age of Mass Consumption: Characterized by widespread prosperity,
expansion of middle-class consumption, enhanced domestic demand, and
improved social welfare, reflecting the culmination of both material and human
development outcomes.

In policy contexts such as Nepal, long-term national planning mirrors Rostow’s
conceptualization: initial investments in infrastructure and capital accumulation align
with the Take Off stage; subsequent industrialization and sectoral diversification
correspond to the Drive to Maturity; and the overarching objective of sustained
prosperity, inclusive growth, and enhanced quality of life resonates with the Age of
Mass Consumption.

Growth models and Rostow’s stages offer a coherent framework for understanding,
predicting, and guiding economic expansion. They integrate the interplay of capital,
labor, and technology with structural and institutional transformation, providing
policymakers with actionable insights to foster inclusive, sustainable, and human
centered development trajectories.

12. Growth Models in Economic Development

Economic growth models provide structured analytical frameworks to elucidate the
dynamics of production, capital accumulation, technological progress, and structural
transformation. Rostow’s Growth Model conceptualizes development as a sequential
process through five stages: Traditional Society, Preconditions for Take Off, Take Off,
Drive to Maturity, and Age of Mass Consumption. The model underscores the strategic
roles of capital accumulation, industrialization, technological adoption, and
consumption expansion as drivers of sustained prosperity and rising living standards.

Complementing Rostow, classical and neo-classical models offer mechanistic and
quantitative insights. The Harrod Domar model emphasizes investment savings
relationships, while the Solow Swan framework integrates technological progress and
diminishing returns to capital and labor. The Meade, Kaldor, and AK models extend
growth analysis to income distribution, sectoral expansion, and endogenous factors. The
Malthusian theory highlights population constraints, whereas the Cambridge Growth
Model and Mahalanobis model inform resource allocation and industrial strategy. In
applied contexts, measures such as ICOR evaluate investment efficiency, guiding
national planning in countries like Nepal.

Integration of these models with Rostow’s linear framework enables policymakers to
translate theoretical stages into actionable strategies, aligning capital formation, labor
productivity, sectoral development, and technological innovation with long term
objectives of inclusive, sustainable, and consumption driven growth.
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13. Characteristics of Underdeveloped Countries within Rostow’s Framework

Underdeveloped countries are typified by structural, economic, social, and demographic
constraints that inhibit progression through Rostow’s stages of development. Pervasive
poverty, reflected in low per capita income, limited access to basic services, and
insufficient human capital, curtails consumption, savings, and investment, impeding the
Take Off phase. Agriculture predominates, often subsistence oriented and low
productivity, reinforcing a dualistic economic structure wherein modern industrial
sectors coexist with traditional, low yield activities.

Underutilization of natural resources, technological backwardness, and low capital
formation further restrict industrialization and structural transformation. Demographic
pressures, including high birth rates and youth heavy populations, strain social services
and labor markets, while hidden unemployment reduces effective labor allocation.
Dependence on foreign aid and export-oriented trade reflects structural vulnerability,
necessitating domestic resource mobilization for sustainable growth.

These characteristics collectively explain why many nations remain trapped in
Traditional Society or Preconditions for Take Off stages. Overcoming these challenges
requires strategic interventions to foster industrialization, technological diffusion,
economic diversification, and infrastructural expansion. Success in these areas paves
the path toward the Drive to Maturity and eventual Age of Mass Consumption,
culminating in elevated living standards, diversified economies, and sustained
prosperity.

14. Emerging Trends in Development Practice

Contemporary development practice has progressively shifted from traditional
economic growth models toward multidimensional, human centered, and
technologically informed paradigms. Human development emphasises the expansion
of individual capabilities, freedoms, and well-being, as reflected in indicators like the
Human Development Index (HDI). Sustainable development integrates economic
growth with ecological stewardship and intergenerational equity, ensuring that resource
utilization and technological interventions do not compromise future generations.
Inclusive development seeks equity and social justice, reducing disparities across
gender, ethnicity, and geography, while participatory development strengthens
accountability and social ownership by involving local communities in planning and
implementation. Good governance, underpinned by transparency, accountability, and
the rule of law, is pivotal for effective policy delivery. Additionally, the emergence of
an Al driven economy offers enhanced efficiency and predictive capacity, yet
necessitates ethical frameworks, labor protections, and participatory oversight to ensure
that technological advancement complements human centered and socially equitable
development objectives.
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15. Drivers of Emerging Trends in Development

The contemporary development paradigm is increasingly shaped by digitally mediated,
socially inclusive, and globally interconnected forces. Digitization has revolutionized
governance, production, and service delivery, enabling data driven policies,
transparency, and participatory decision making. The private sector serves as a primary
engine of growth, innovation, and employment, with public private partnerships
facilitating sustainable outcomes. Functional democracy ensures that development
aligns with institutional accountability, civil liberties, and citizen engagement, making
initiatives  socially responsive. Multinational corporations contribute capital,
technology transfer, and global value chain integration, necessitating regulatory
oversight to align foreign investments with national priorities. Development activists
and civil society organizations mobilize communities, advocate reforms, and promote
accountability, ensuring inclusivity and context sensitivity. the socialization of
development embeds collective participation, cultural appropriateness, and equity into
economic planning, fostering resilience, cohesion, and broadly shared benefits.

16. Characteristics of Emerging Trends in Development

Contemporary development paradigms prioritize poverty alleviation, ensuring access to
education, healthcare, employment, and social protection to foster inclusive growth.
Environmental sustainability guides policy, promoting resource conservation,
ecological balance, and low carbon strategies. Development is increasingly community
centered, emphasizing collaboration with local populations to enhance accountability
and social legitimacy. Partnership with beneficiaries ensures participatory planning and
context sensitive interventions. Innovation drives efficiency and adaptability in
addressing complex challenges, while citizen engagement and empowerment cultivate
agency, inclusive governance, and equitable distribution of development benefits,
marking a decisive shift from traditional growth centric approaches.

17. Factors Influencing Development

Development is shaped by an intricate interplay of economic, technological, structural,
social, human, political, and administrative factors. Economically, the availability and
sustainable utilization of natural resources, coupled with financial capital, savings, and
organizational capacity, form the backbone of productive activity and long-term
growth. Technological advancement and innovation, facilitated through research,
development, and knowledge transfer, enhance productivity, competitiveness, and
industrial expansion. Labor dynamics, including division of labor, skill specialization,
and market positioning, further underpin economic efficiency. Structural
transformations, such as the transition from agrarian to industrial and knowledge-based
economies, and capital-intensive production, shape sustainable development
trajectories.

Non-economic factors are equally decisive. Social attributes, including cultural norms,
values, and attitudes toward innovation, influence institutional effectiveness and
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community engagement. Human capital, encompassing skills, demographics, and
adaptability, determines productivity and technological absorption. Political conditions,
including participatory governance, transparency, and human rights protection, create a
stable environment conducive to equitable growth. Administrative -efficiency,
proactivity, innovation, and institutional capacity ensure effective policy design,
implementation, and public trust, thereby operationalizing development objectives with
responsiveness, legitimacy, and sustainability.

18. Core Values of Development

Development transcends economic growth, embodying human values that promote
dignity, autonomy, and well-being. Todaro identifies three interrelated dimensions:
Sustenance, Self Esteem, and Freedom from Servitude. Sustenance ensures access to
basic needs food, shelter, health, and security forming the foundation for meaningful
participation in society. Self Esteem empowers individuals to achieve recognition,
confidence, and active citizenship. Freedom from Servitude guarantees autonomy and
protection from coercion or structural deprivation, enabling informed choices and
creative contribution. Collectively, these values guide policies and governance,
ensuring development remains inclusive, participatory, and human centered, ethically
anchoring sustainable progress.

19. Development Challenges in Nepal

Nepal’s development is constrained by structural, institutional, and socio-cultural
factors that impede sustained and inclusive growth. Key challenges include weak policy
coordination and trust deficits arising from misaligned visions, programs, and
interagency collaboration. The slow pace of structural transformation from agrarian to
industrial and service sectors limits productivity, technological adoption, and high value
economic expansion. Additionally, the public sector’s limited capacity, due to resource
scarcity, human capital deficits, and procedural inefficiencies, hinders effective
implementation of development programs. deficits in ethical governance, proactive
mindset, and civic accountability undermine transparency, equity, and participatory
development.

20. Strategic Framework for Nepal’s Transformation

Nepal’s sustainable transformation necessitates a phased, multidimensional strategy
integrating economic growth, social inclusion, technological advancement, and
participatory governance. Structured programs enable incremental planning and
measurable outcomes. Technology and infrastructure expansion enhance productivity,
connectivity, and competitiveness, while human capital development ensures
education, skills, and health for active citizen participation. Integration with financial
capital optimizes resource allocation, and institution building fosters transparency,
accountability, and rule of law. Embedding justice, balance, and inclusivity mitigates
disparities, and partnerships from local to international stakeholders enhance
knowledge sharing, resource mobilization, and alignment with global best practices.

IR



21. Conclusion

Development is a multidimensional, dynamic, and value driven process, extending
beyond mere economic growth to encompass human well-being, social equity,
institutional capacity, and ecological sustainability. It fundamentally empowers the
voiceless, fosters participation, and expands human capabilities, aligning with Mahbub
ul Haq’s vision of enhancing human choices. Contemporary theory underscores the
interdependence of static and dynamic dimensions, integrating perspectives from
Keynesian, Modernization, Neo Liberal, Environmental, Bottom Up, and Human
Capability frameworks to ensure growth, justice, governance, and ecological
responsibility.

Development Administration translates policy vision into actionable outcomes through
institutional modernization, results oriented governance, and citizen engagement.
Emerging trends highlight the synergistic role of technology, private sector
involvement, and multi stakeholder collaboration in shaping inclusive and sustainable
trajectories. For Nepal, effective development demands a legally informed, ethically
grounded, and diplomatically attuned strategy, incorporating phased planning, human
and financial capital development, infrastructural expansion, and participatory
governance.

Ultimately, development is not linear but a continuous, adaptive journey where
economic prosperity, social justice, institutional capacity, and environmental
stewardship converge. This holistic integration provides a normative and strategic
compass for policymakers, scholars, and international actors, fostering equitable,
resilient, and transformative development across generations.
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Comparative Approach on Post-LDC Trade Outlook of Bangladesh,
Nepal & Lao PDR

&5 Hemant Raj Joshi’

Abstract:

The near future graduation of Bangladesh, Nepal and Lao PDR from LDC status
presents both opportunities and challenges. While this transition reflects their
developmental progress, it risks loses of major trade preferences, potentially
disrupting key export sectors. These countries share vulnerabilities, including
dependence on LDC specific trade benefits, climate fragility, and microeconomic
instability, necessitating collaborative strategies to ensure a smooth transition.
Existing research primarily examines individual country's post-graduation
challenges with limited focus on cross-country cooperation. This article tries to fills
this gap by analyzing potential synergies among these three nations in the trade
sector. It evaluates how collective action can mitigate preference erosion and
strengthen their global bargaining power. This study employs qualitative method,
analyzing national Smooth Transition Strategies (STS), trade policies, and academic
literature. A comparative evaluation of post-graduation trade scenarios highlights
tariff structure, rules of origin, and export competitiveness. Key findings reveal that
all three countries face export decline due to tariffs in major markets. Transition
periods offer temporary relief but require long-term competitiveness upgrades.
Stricter rules of origin and reduced WTO flexibilities may further strain labor-
intensive industries. Regional trade agreements provide partial protection but
demand deeper economic integration. This study recommends, forming a
'Graduating Trio' coalition for joint trade negotiations, enhancing regional value
chains, and advocating for extended transition periods and softer tariff phase-outs.
By adopting a unified approach, these nations can transform graduation into an
opportunity for sustainable development and stronger global positioning.

1. Introduction:

Nepal, Bangladesh, and Laos (Lao PDR) are planning to graduate from the Least
Developed Country (LDC) category in 2026. These three countries have notable
similarities and sector of collaboration in their preparation processes for this transition.
Each country formulated a dedicated Smooth Transition Strategy (STS) to mitigate risks
associated with the loss of LDC, specific support measures and to identify opportunities
for future growth. While making STS, each country has followed a multi-stakeholder
approach that actively involves government agencies at various levels like private
sectors, development partners, and civil society organizations. High-level national
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institutions and mechanisms are formulated as well as engaged for implementing STS.
Bangladesh established a National Committee on Graduation (NCG), Nepal’s process
was steered by the Prime Minister-led High Level LDC Graduation Steering
Committee, and Lao PDR’s by its Ministry of Foreign Affairs.

Nepal has adopted six pillars, Bangladesh five, and Lao PDR four for LDC graduation
roadmap. All three emphasize macroeconomic stability, trade, human capital, and
climate resilience highlighting shared priorities and potential for cooperation. During
and after graduation, these countries are planning to secure macroeconomic stability,
expand trade and investment, build human capital, diversify economies, and strengthen
climate resilience. They share similar priorities, providing ample ground for
cooperation in trade facilitation, climate adaptation, skill development, and
international advocacy. Thus, by working collectively, they can increase bargaining
power, share knowledge, and jointly attract technical and financial support needed to
make their transition from LDC status truly sustainable. Given their shared goals and
challenges, they could deepen cooperation through joint advocacy in global forums to
secure continued support measures like trade preferences and concessional financing.
They can also exchange knowledge on managing graduation risks, structural
transformation, and skills development. Regional initiatives in trade, investment, and
tourism, along with collaborative climate resilience projects, would help them pool
resources and attract international climate finance. Additionally, collaborating on
studies, capacity building, and forming a post-LDC transition alliance would strengthen
their collective voice in platforms like the World Trade Organization (WTO) and United
Nation (UN), ensuring that graduation supports their sustainable development paths.
While prior studies have mainly focused on the post-graduation challenges of individual
country, less prioritizing to collaborative, cross-country strategies. This research fills
that gap by specifically analyzing the potential trade-sector synergies among these three
countries to ensure a smoother transition and long-term trade resilience.

Graduation from LDC status is not just a domestic milestone but also a significant
international relation challenge. The transition shapes their foreign policy priorities,
diplomatic engagements, and collective bargaining strategies in multilateral forums.
From the foreign policy lens, their common graduation timeline and shaved
vulnerabilities, especially concerning trade preferences erosion, climate shocks, and
debt risk, create strong incentives for regional cooperation and south south alliances.
This has implications for how these countries position themselves in international
negotiation, whether at the WTO, the UN, or climate finance platforms. This analysis
will comparatively assess the efficacy of sectorial cooperation mechanisms adopted by
each country, particularly in mitigating the loss of LDC specific international support
measures and preferential market access following graduation. Furthermore, it will
explore how a vibrant private sector, coupled with strategic bilateral and regional
collaborations, can mitigate potential economic costs associated with preferences
erosion in international trade. Such erosion is a significant concern, as it directly affects
export-oriented firms and necessitates a re-evaluation of national export promotion
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strategies to maintain competitiveness in global market. The study employs a qualitative
research approach and a comparative analysis of post-graduation trade scenarios,
examining tariff structures, rules of origin, and export competitiveness, and uses
theoretical frameworks on trade diversification and regional integration to inform policy
recommendations.

There is substantial scope for collaboration among these three countries in the coming
years; during and after graduation; trade and investment facilitation is a particularly
promising area. According to International Trade Center; Nepal, Bangladesh and Laos
can lose 4.3%, 14%, and 7.3% respectively of their export after losing trade related
preferences given to LDCs. As these countries prepare to lose trade preferences, they
can work together to explore new market access initiatives, pursue favorable terms
under alternative schemes, or strengthen regional and South-South trade arrangements.
They can also share ambitions around economic transformation and building productive
capacities, which creates opportunities for exchanging best practices, such as
Bangladesh’s experience with large-scale garment manufacturing, Nepal’s potential in
tourism and hydropower, and Lao PDR’s focus on agro-processing. Climate change and
disaster risk reduction is another critical common agenda, with all three nations
vulnerable to climate shocks. They could jointly advocate for increased climate
financing, design regional adaptation projects, or learn from each other’s community-
based disaster management initiatives. Furthermore, macroeconomic stability and fiscal
sustainability are pressing concerns for all three countries, suggesting value in policy
dialogues on debt management, revenue mobilization, and prudent fiscal strategies. By
leveraging their common experiences and fostering targeted cooperation in trade,
climate adaptation, economic transformation, macroeconomic governance, and social
inclusion, these three graduating countries can turn this milestone into a platform for
deeper South-South collaboration and shared prosperity.

2. Literature Review:

Trade preferences for developing countries have been granted by most industrialized
countries (ICs) since the early 1970s. They have been covered by international trade
law and have been described in the enabling clause of the General Agreement on Tariffs
and Trade (GATT) in 1979, as part of the Tokyo Round of the GATT. These unilateral
trade preferences have become known as the Generalized System of Preferences (GSP).
GSP allows developed countries (ICs) to apply different tariffs between different
categories of trading partners (e.g. developing and least developed countries without
violating Article I of the GATT which requires non-discriminatory and equal (most
favoured nations (MFN)) treatment of trading partners. (Klasen et.al. 2016)

Many studies show that these countries will face big problems with their exports after
they stop getting trade preferences as LDCs. This is mainly because they will lose
special international support, easier and duty-free/quota-free access to foreign market.
"Nepal could lose 4.3% of exports because of tariff changes when it graduates from
least developed country status in 2026. The removal of preferential tariffs will
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especially affect the apparel, synthetic textile fabric and carpet sectors. Losses will
mostly occur in exports to China, the European Union, and Turkey". (Nepal after LDC
Graduation: New avenues for exports, 2022). In same way, Bangladesh and Lao PDR
also lose trade preferences they are getting now. "...After graduation and the subsequent
transition period, Lao PDR will progressively lose access to LDC-specific international
support measures. These include some preferential market access treatments (e.g.
Everything But Arms benefits), which have proven important for the garment sector. ...
Lao export values could be reduced by up to 7.3% or USD 734 million.

Bangladesh's export could decline by more than 14% due to the loss of preferential
market access. (Bangladesh Graduation from the Group of Least Developed Countries
: Smooth Transition Strategy 2025). A trade plan should help business compete by
boosting worker skills, using better technology, making higher value products, and
attracting foreign investment. "A post-graduation trading plan must take into account
efficient means of fostering firm-level competition. This includes, among other things,
increasing workforce productivity, modernizing technology, moving higher up value
chains, and luring foreign direct investment. Finally, there is significant room for
lowering the cost of doing business in the nation as well as improving infrastructure and
trade logistics. Any advancement in these fields would help increase the external
competitiveness of businesses"(Mohsin, 2023). Trade preferences are considered as one
of the most significant and accessible international support measure provided to LDCs.
Major trade related support measures for LDCs are: support for WTO accession,
preferential market access for goods, preferential treatment for services, other special
and differential treatments (SDTs) regarding obligations and flexibilities towards WTO
provisions, and technical support to promote trade and trade capacity. "Nepal has been
benefiting from preferential market access on its exports to several destinations. While
graduation will not have any impact on concessions gained during WTO accession,
trade-related impacts of LDC graduation will arise from the loss of other preferences
and support. Among these, the primary trade-related loss will result from the loss of
preferential market access for goods and reduced flexibilities in implementing WTO
provisions." (Nepal LDC Graduatin Smooth Transition Strategy, 2024)

While some regional efforts exists in trade and infrastructure, they remain limited,
highlighting the need for initiative like the proposed LDC integration Fund to better
address persistent supply-side constraints. "There has been some effort at the regional
and sub-regional levels, particularly in the areas of human capital, trade facilitation and
infrastructure development, to help the countries in the region alleviate their supply-
side constraints. However, like national efforts, they are far from suffi cient. This makes
initiatives such as the proposed LDC Integration Fund, primarily aimed at overcoming
the resource crunch problem faced by the region— especially concerning overcoming
supply-side constraints facing the LDCs in the region—all the more
important."(Adhikari, 2011). To mitigate the stress of the LDC Transition these
countries can urge their bilateral and multilateral partners to phase out the preference in
a phased manner, whilst they take suitable measures for negotiation and to overcome
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the gap. (Ullah et al., 2023). The application of graduation rules have been influenced
by the resistance of some LDCs fearing the loss of the benefits linked to to the LDC
status. Early after the adoption of graduation rules, the Committee for Development
Policy (CDP) did not recommend the graduation of some countries fulfilling the criteria
because of this fear and a lack of clear assessment of the situation. "The resistance to
graduation of the majority of countries concerned. Significant lags and postponements
have been observed in the case of Samoa, The Maldives, Equatorial Guinea, Vanuatu,
between the finding that country was meeting the criteria and the final decision." (Drabo
& Guillaumont, 2018)

3. Methodology:

For finding the sector of cooperation among and between these three countries, this
paper synthesize existing literature on LDC graduation, focusing on the economic
implications of preference erosion, the role of sectorial diversification, and the
importance of fostering a competitive private sector. It uses the comparative qualitative
approach grounded in a systematic literature review and supported by thematic analysis.
The conclusion is drawn by synthesizing existing academic literature, policy reports,
and institutional publications. This paper also draw upon theoretical frameworks
concerning market size and demand-side constraints on development, particularly in the
context of international trade and global value chain integration for small and medium-
sized enterprises. The analysis will further explore the challenges related to reduce
policy space, which constricts the scope for supporting domestic industries and
exporters, and the unfavorable impact on development financing prospects post-
graduation. This comprehensive review will establish a robust analytical framework to
assess the nuanced interplay between these factors and their collective influence on the
sustainable graduation trajectories of Nepal, Lao PDR, and Bangladesh.

4.1. Trade Outlook After LDC Graduation: An Analytical Overview
4.1.1 Bangladesh

Bangladesh’s graduation from LDC status is set to reshape its trade relations, as many
of its current export privileges are associated to LDC-specific schemes. At present, most
developed economies and several developing countries provide duty-free, quota-free
market access to LDCs, along with lenient rules of origin requirements. Nearly 45
percent of Bangladesh’s trade is with the European Union, where exports currently
enjoy the 'Everything But Arms' scheme; none of the EU’s most generous market access
arrangements. Following graduation, the EU will allow a three-year transition period,
enabling Bangladesh to retain Everything but Arms privileges until November 2029.
The United Kingdom’s Developing Countries Trade Scheme (DCTS) offers a similar
arrangement, ensuring continued comprehensive preferences for the same period.

On the other hand, Canada provides preferential access under its Least Developed
Country Tariff (LDCT) scheme, and its planned transition policy will also grant three
additional years of benefits after post-graduation. However, beyond that point, the
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General Preferential Tariff (GPT) will replace the LDCT, offering limited coverage.
This shift will result in significant tariff increases on key export sectors, with clothing
and textiles facing average rates of 14 to 16.5 percent. Japan currently grants duty free
quota free treatment to over 95 percent of tariff lines under its LDC Generalized System
of Preferences (GSP) scheme, but post-graduation, Bangladesh will move to the GSP
for developing countries. This change will exclude many of its primary exports, raising
garment tariffs from zero to over eight percent and footwear tariffs from 3.6 percent to
19 percent.

Similarly, South Korea’s LDC GSP benefits are going to be replaced by Asia-Pacific
Trade Agreement (APTA) preferences, which have much narrower coverage. As a
result, apparel and footwear tariffs are expected to rise by 10 to 12 percent. In the Indian
market, Bangladesh currently benefits from the South Asian Free Trade Agreement
(SAFTA) LDC scheme, which offers zero-tariff access to over 11,500 products. After
graduation, however, the non-LDC SAFTA/APTA terms will apply, expanding India’s
sensitive goods list from 25 to 614 items. Without a new bilateral agreement, woven
garments will face a 19.4 percent tariff, knitwear 16 percent, and jute around five
percent. Moreover, value addition requirements will increase from 30 to 40 percent.
China, which now offers DFQF access to around 99 percent of tariff lines under its LDC
GSP scheme, does not extend similar preferences to non-LDC developing countries.
Post-graduation, Bangladesh’s garment exports to China will face an average five
percent tariff, footwear seven percent, and value addition criteria will rise from 35 to 45
percent. In contrast, Australia’s GSP for non-LDC developing countries will still be
accessible to Bangladesh, but ready-made garments (RMG), its top export, are not
covered under the arrangement. With MFN tariffs on garments only five percent,
Australia has indicated no changes in its tariff policy for graduating LDCs, meaning the
overall impact there will be minimal.

The United States presents a different case, as Bangladesh has never received DFQF
access for textile and apparel exports. Moreover, its GSP benefits for other products
have been suspended since 2013 over labor rights and safety concerns, meaning LDC
graduation will not directly alter current US trade terms. Analytically, while transition
periods until 2029 in major markets such as the EU, UK, and Canada will provide short-
term relief, the long-term picture points to substantial tariff hikes; particularly in
garments, footwear, and jute; which could significantly erode competitiveness.
Bangladesh’s reliance on a limited number of key export destinations amplifies this risk.
Proactive trade diplomacy, especially with India, China, and Japan, alongside structural
improvements in productivity, quality, and compliance, will be essential to sustain
export performance in the post-LDC era (Appendix, Table 3).

4.1.2 Nepal

Nepal currently enjoys preferential market access for its exports to numerous countries,
with many partners providing high or full duty-free quota-free coverage. This access
has been crucial for key export sectors such as apparel, synthetic textiles, carpets, metal
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products, and other manufactured goods. While graduation from LDC status will not
affect the concessions Nepal secured during its WTO accession, it will result in the loss
of other LDC-specific trade preferences and support measures. The primary trade-
related impacts will come from the loss of preferential market access for goods and
reduced flexibilities in implementing WTO provisions. A 2022 study by the
International Trade Centre projected that, using an equilibrium model with trade and
tariff data forecasted to 2026, Nepal’s exports; projected at USD 1.372 billion; would
decline to USD 1.313 billion due to higher tariffs after graduation. This represents a
loss of USD 59 million, or approximately 4.3 percent of projected exports, excluding
the effect of changes to Rules of Origin. The losses are more concentrated in exports to
the European Union, Turkey, China, the United Kingdom, Canada, Japan, the United
States, and other preference-granting countries, with the greatest impact on labor-
intensive sectors such as apparel, synthetic textile fabrics, carpets, metal products, and
miscellaneous manufactured items. By contrast, exports to India are likely to remain
largely unaffected because of existing bilateral trade agreements. A further challenge
for Nepal’s export competitiveness may arise from stricter Rules of Origin requirements
after graduation. Many of Nepal’s apparel exporters currently meet the single
transformation criterion to qualify for preferential access in certain markets, but they
may not be able to comply with a double transformation criterion that could be applied
post-graduation. Although detailed studies on the impact of these changes are lacking,
preliminary evidence suggests that some sectors; particularly clothing; may face
significant difficulties in meeting the stricter standards. In the services sector, the impact
of LDC graduation is expected to be minimal. The LDC services waiver, introduced in
2015 to provide preferential treatment to services and service suppliers from LDCs, has
faced challenges in implementation and has offered limited practical benefits. Nepal’s
primary service export, travel and tourism, has been operating without reliance on LDC-
specific preferences, further reducing the potential negative effects in this sector.

Currently, Nepal benefits from varying levels of DFQF or preferential tariff coverage
across global markets. Some partners, including Australia, New Zealand, Norway, and
Switzerland, provide 100 percent DFQF access, while the European Union, the United
Kingdom, Chile, Canada, and Japan offer near-complete coverage ranging from 97.8 to
99.8 percent. Others, such as China, Iceland, India, Montenegro, and the Republic of
Korea, extend high coverage between 89.9 and 96.6 percent. Moderate coverage,
between 60 and 80 percent, is provided by Turkey, Thailand, Kazakhstan, the Russian
Federation, and the Kyrgyz Republic, while low coverage is available from Armenia,
Taiwan Province of China, and Tajikistan. The United States provides 82.3 percent
DFQF coverage under its Generalized System of Preferences for LDCs. Across all these
schemes, certain sensitive products, including meat, dairy, fish, alcoholic beverages,
iron and steel products, machinery, chemicals, cereals, sugar, and arms, are typically
excluded from preferential treatment. While Nepal’s graduation from LDC status will
not disrupt its WTO-based trade rights or significantly impact service exports, it will
erode tariff advantages for goods in several major markets. The combination of
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increased tariffs and stricter Rules of Origin will likely reduce Nepal’s competitiveness,
especially in labor-intensive manufacturing sectors. Although strong bilateral trade
relations with India will offer some protection, Nepal will need to focus on diversifying
markets and upgrading production capabilities to mitigate the adverse effects of this
transition. The projected trade scenario for Nepal after its graduation from the Least
Developed Country (LDC) status reveals not only significant potential losses but also
substantial untapped opportunities in global markets. While the apparel sector faces the
heaviest blow; particularly in the EU ($11.2 million) and UK ($5.6 million); its
untapped export potential in the USA ($3.56 million), China ($3.37 million), and India
($1.98 million) suggests that strategic market diversification could partially offset the
anticipated decline. Similarly, the carpet industry, another traditional strength of Nepal,
is expected to lose $3.4 million in the EU but holds notable room for growth in the USA
($5.08 million), Switzerland ($2.54 million), and Japan ($2.49 million). The synthetic
textile fabric sector stands out as both high-risk and high opportunity: a massive $13.7
million loss in Turkey contrasts with huge unexploited demand in Bangladesh ($8.16
million), India ($7.99 million), and the EU ($2.73 million) (Appendix,; Table 1).

Other sectors also present promising openings. For instance, beauty products and
perfumes, though relatively small in current trade value, could expand significantly in
China ($1.63 million in potential). Crops and food products show opportunities in the
EU, USA, and UK, suggesting that agro-exports could benefit from quality branding
and value addition. Similarly, metal products, despite facing losses in China, could find
new markets in the USA ($2.09 million) and EU ($1.51 million). Even smaller
categories like glass articles, leathers, and miscellaneous manufacturing products reveal
multiple underexploited destinations, notably in India, the EU, and Turkey. Overall,
while Nepal’s post-LDC graduation export landscape will be challenged by reduced
preferential access in traditional markets, the data indicates that strategic reorientation
toward high-potential destinations; especially in South Asia, North America, and
selective EU member states; could help mitigate losses. Targeted trade negotiations,
product upgrading, and export diversification will be crucial to tapping into these latent
markets and transforming the graduation challenge into an opportunity for more
resilient and value-driven trade growth.

4.1.3. Laos PDR

Lao People’s Democratic Republic (Lao PDR) will progressively lose access to various
Least LDC-specific International Support Measures following its graduation and the
subsequent transition period. This change will primarily affect preferential market
access arrangements, such as the Everything But Arms (EBA) benefits, which have
played a vital role in supporting the country’s garment sector. The loss of LDC status
will also mean the removal of certain flexibilities under WTO rules, as well as the
withdrawal of Special and Differential (S&D) treatment or extended transition periods
granted under various free trade agreements, including the Regional Comprehensive
Economic Partnership (RCEP).
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The most significant market access impact is in European Union (EU), where LDC
preferences continued for three years after graduation. Once these expire, garment
exports will face higher tariffs and stricter rules of origin, compounding existing
structural challenges in the sector. Similarly, in the Canadian market, while many Lao
PDR exports currently benefit from duty-free access under Most-Favoured-Nation
(MFN) rates, garments will face notable tariff increases after graduation. In contrast,
exports to Japan will largely remain duty-free under the ASEAN-Japan Comprehensive
Economic Partnership Agreement (AJCEPA), though some product categories will face
higher tariffs. For the majority of Lao PDR’s exports; which are directed toward other
Asian countries within the Association of Southeast Asian Nations (ASEAN) or those
with free trade agreements with ASEAN; the impact of graduation will be minimal.
These markets will continue to grant duty-free access either through existing FTAs or
under MFN treatment. Furthermore, the graduation is not expected to significantly
affect the country’s services exports, as Lao PDR has not made notable use of the LDC
services waiver and is unlikely to do so in the near future.

Overall, while Lao PDR’s graduation will have targeted negative effects on garment
exports to the EU and Canada due to the loss of preferential tariffs and flexible origin
requirements, the broader impact on its export markets is expected to be limited. The
country’s main trade partners in Asia will continue to offer duty-free access, softening
the overall blow of LDC graduation. However, addressing the structural
competitiveness issues of its garment industry and diversifying its export base will be
essential for sustaining growth in the post-graduation period. Lao PDR’s export profile
shows both heavy reliance on a few existing markets and clear opportunities for
diversification. Natural rubber is the largest export, with Vietnam, China, and Germany
as its main markets; Viet Nam alone accounts for over $55 million in untapped potential,
making it both the biggest growth driver and a key concentration risk (Appendix; Table
2). In agriculture, cereals and rice have strong prospects in regional markets;
particularly Thailand, Japan, Cambodia, Viet Nam, and the Philippines; while sugar’s
expansion potential is led by Indonesia, followed by Japan and Korea. In manufactured
goods, textiles and apparel have steady demand in Japan, China, and the United States,
with each market offering several million dollars in additional potential. The EU is
already a major destination but has limited growth space, indicating the need for
efficiency gains rather than volume expansion. Footwear also targets China, Thailand,
and Mexico, though with smaller potential compared to apparel.

Overall, existing exports are concentrated in a few key buyers; especially Viet Nam,
Thailand, and Japan; while the biggest untapped opportunities lie in diversifying further
into regional ASEAN markets and deepening penetration in high-value destinations like
Japan, China, and the United States. This mix of concentrated existing markets and
scattered high-potential new ones highlights both the growth opportunity and the
vulnerability in Laos’s export structure.
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5. Conclusion and recommendations:

It is important for these countries to maintain pre-graduation preferences, focusing on
collective advocacy and joint opportunities. A strong policy approach could involve
extending LDC transition, creating a support facility, and strengthening regional value
chains. Strategies might include coalition platforms, shared data, and joint impact
assessments. To support these countries's inclusion in global schemes, they could
request extended duty-free quotas or apply for programs like the EU GSP+. Collective
actions and advocacy through WTO, UN, or regional bodies could help manage their
shared vulnerabilities and form cross-regional mechanisms within South Asia and
ASEAN for broader benefits. This paper concludes these three sectors of cooperation
among and between Bangladesh, Nepal, and Lao PDR.

(A) Keep pre-graduation like tariff treatment as much as possible:

These three countries can jointly request longer transition periods (beyond current 3
years where applicable) and not changing existing DFQF lines for priority sectors
(Ready Made Garments, footwear, carpets, metal goods, jute), especially with EU, UK,
Canada, Japan, Korea. They can seek soft-landing clauses; gradual tariff step-ups, not
cliff edges; retain present Rules of Origin (RoO) for the transition. Bangladesh, Nepal,
and Lao PDR can work together to maintain their tariff preferences even after
graduating from LDC status by negotiating extended transition periods, keeping
existing rules of origin, and seeking gradual tariff increases instead of sudden changes.
They can also coordinate reforms needed to access post-LDC preference schemes in
major markets like the EU, UK, Japan, and Canada, while using regional cooperation
to maintain shared supply chains and reduce compliance costs. Thus, these three
countries can jointly push major trading partners to extend transition periods, keep
existing trade preferences and rules of origin, ensure gradual tariff changes, and use
regional cooperation to maintain market access after LDC graduation.

B) Speak with one voice: how to raise collective influence

To raise their collective voice, the three countries can form a “Graduating Trio”
coalition, presenting joint proposals to major trading partners, multilateral forums like
the WTO, and groups such as the G77+China. Coordinated advocacy, including shared
reports and roadshows to capitals, as well as engagement with global brands, can
strengthen their influence. By framing their requests around global priorities like ethical
sourcing, supply-chain resilience, and decarbonization, they increase the likelihood of
continued preferential treatment. By framing their requests around shared priorities like
supply-chain resilience and ethical production, they can make a stronger, evidence-
based case for continued preferential treatment after LDC graduation.

C) Turn the transition into shared opportunities

At the same time, they can turn the transition into shared opportunities by developing
cross-border value chains in apparel, footwear, and handicrafts, creating joint green and
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digital infrastructure, and promoting investment and tourism as a combined package.
Shared laboratories, e-certification systems, and export finance mechanisms can reduce
costs and improve efficiency. By working together, the three countries can not only
protect trade benefits but also create new avenues for sustainable growth and
competitiveness. This approach can reframes graduation not as a loss of preferential
trade advantages but as an opportunity to build regional synergies, foster sustainable
development, and strengthen collective resilience against global market shocks,
ensuring that economic gains are both more robust and more evenly distributed among
the three countries.

In this way, these countries can transform LDC graduation into a shared opportunity by
jointly diversifying export markets, strengthening regional trade agreements, and
developing cross-border value chains in key sectors. Coordinated standardization,
digital infrastructure, and skills development can reduce costs and boost
competitiveness, while pooled risk management mechanisms protect against global
shocks. By integrating into global value chains, coordinating policy advocacy in forums
like the WTO, and pursuing joint green and sustainable initiatives, the three countries
can enhance market access, attract investment, and build long-term regional resilience.

D) Export Diversification Strategies.

To sustain exports, they must diversify both products and markets while upgrading
competitiveness. At a common level, all three need to secure alternative trade access
through EU GSP+, UK DCTS, Asian and GCC markets, and bilateral deals, while also
building strong compliance systems to meet labor, environmental, and product safety
standards. They should invest in accredited laboratories, digital customs systems,
logistics, and trade finance to shift from preference-based exports to standards- and
efficiency-driven exports. Nepal can capitalize on hydropower to develop green
industries, promote niche agro-products such as spices, tea, and coffee, expand
pashmina and handicraft exports with GI branding, and scale IT and digital services.
Bangladesh should reduce reliance on basic cotton garments by upgrading to man-made
fibers, technical textiles, lingerie, and medical apparel, while diversifying into
electronics assembly, agro-processing, and pharmaceuticals. Lao PDR can use its
renewable energy, proximity to Thailand, Vietnam, and China, and sustainable image
to export certified wood products, organic coffee and rice, bamboo furniture, and eco-
tourism services. Market diversification is equally crucial: Nepal can target India, East
Asia, and GCC for specialty foods and fashion; Bangladesh can strengthen presence in
the EU, Japan, GCC, and Africa with higher-value garments, processed foods, and
pharmaceuticals; while Lao PDR can expand in ASEAN, China, Japan, and the EU with
organic agriculture and sustainable products. To make this shift, the countries should
follow a phased plan: immediate measures like mapping vulnerable export lines, setting
up compliance systems, and negotiating access; medium-term measures like sector-
specific parks, branding programs, and FT As; and long-term goals like achieving export
basket diversification and deeper regional value chain integration. Ultimately,
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sustaining export growth post-graduation will depend on moving from tariff-driven
advantages to capability-based competitiveness, with greater emphasis on innovation,
compliance, and regional cooperation.
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Slopes at Risk: Political Influence, Dozer Roads, and the Erosion of
Sustainable Development in Nepal

4« Er. Subigya Dhungana®

Abstract:

Nepal’s ambitious push to extend rural road access has, in recent years, been
dominated by a politically driven, dozer-led construction model that is undermining
both environmental sustainability and community resilience. Particularly in the
fragile mid-hill regions, bulldozers have carved thousands of kilometers of roads into
unstable slopes without proper engineering design, environmental assessment, or
oversight. These "dozer roads,” often authorized by local leaders under political
pressure and motivated by personal financial interests, are contributing to a sharp
rise in landslides, erosion, forest loss, sedimentation of rivers, and the destruction of
agricultural land and livelihoods. This paper critically examines the structural
drivers of this pattern, from political incentives and weak regulatory enforcement to
institutional capacity gaps. It contrasts this damaging model with Nepal’s established
Green Road Approach, which emphasizes environmentally sensitive, participatory,
and labor-based construction practices. The paper concludes with detailed policy
recommendations for restoring technical oversight, strengthening environmental
safeguards, enforcing accountability, and promoting sustainable alternatives. Urgent
reforms are needed to align Nepal’s rural road development with long-term
resilience, environmental protection, and the principles of inclusive, sustainable
development.

1. Introduction

Nepal’s mid-hill regions are undergoing a construction boom in rural access roads but
without proper technical oversight. Thousands of kilometers of “dozer roads” are being
carved into fragile slopes, driven largely by political pressure and local interests. Rural
municipality chairpersons and ward members, eager to show development and profit
from construction contracts, often authorize the use of bulldozers and excavators
without any engineering design or environmental assessment. These fast-tracked roads
invariably cut through forests and steep terrain, destabilizing slopes and setting the stage
for disasters. Experts warn this pattern as it undermines the Green Road Approach to
sustainable development, leading to a cascade of landslides, erosion, river
sedimentation, destroyed farmland, and failed roads (Paudyal et al., 2023).

Nepal’s local governments have vast funds but weak technical capacity, so roads are
often determined by local politicians, and not designed by engineers. A report by the
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Centre for Investigative Journalism (CIJ-Nepal) highlights that in some districts
hundreds of roads were built haphazardly by dozens of dozers (Rai, 2020). In Dhading,
newly elected leaders rushed to open tracks each dry season and left them severed when
rains came. In the 2020 monsoon, Sindhupalchok site of some of Nepal’s worst slides
saw a deadly landslide record, worsened by the haphazard digging of poorly engineered
rural roads (Times, 2020). Similar patterns have emerged in Myagdi, Tanahun, Kavre
and other hill districts. These cases illustrate systematic failure: political expediency
and business interests overriding engineering norms and environmental safeguards,
with devastating consequences for rural communities and ecosystems.

2. Political Drivers of Haphazard Rural Roads

Since the 2022 local elections, Nepal’s rural municipalities have been awash in road-
building funds. Federal and provincial budgets have allocated enormous sums for
physical infrastructure, with nearly 10% of the federal budget earmarked for roads. The
pressure to spend these funds has been acute. Local representatives now treat road
access as a political prize and symbol of development. In many districts, newly elected
chairs and ward members prioritized road construction as a backbone for development.
Even isolated settlements that had no road are suddenly being connected by dozer
tracks. Rural farmers and communities, long deprived of vehicles, are understandably
eager for roads. But communities are unaware of design or safety measures.

The dynamics are complex as road building is popular, so both voters and politicians
demand it. Many inhabitants believe that even a poorly built road is better than none.
But local leaders often lack the technical knowledge to supervise construction. The
institutional result is a rush to build with whatever means available chiefly like local
earth moving machinery. Local politicos frequently own or have stakes in these
machines and the contracting firms that use them. Investigations have found that many
rural municipality and ward representatives are themselves contractors or heavy
equipment proprietors (Rai, 2020). In practice, this means elected officials have a vested
interest in awarding road contracts to companies often fronted by relatives or associates
that immediately mobilize dozers, rather than undertaking proper engineering or tender
processes.

The timing exacerbates the rush. Many local bodies plan road work only mid-fiscal-
year and hurry to use budget before year end. Construction typically happens in winter
to avoid rains, yet by design these dozer-made roads require maintenance and drainage
they never receive, and they typically wash out or collapse in monsoon. In effect, the
election and budget cycle pushes politicians to show road projects, not to build them
sustainably.
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3. Environmental and Infrastructure Consequences

The consequences of this dozer-driven road mania are severe and multifaceted. Without
design or mitigation, bulldozing steep slopes triggers a cascade of environmental
damage. Landslides and slope failure is one of the top consequences. Hasty cuts and
reckless downhill soil dumping create landslide hotspots (Paudyal et al., 2023).
Landslide expert Dave Petley notes that the vast majority of Nepal’s local road network
is cut haphazardly into steep hillsides with little or no planning, triggering landslides
and washing massive amounts of soil into rivers (Petley, 2019). Statistics bear this out:
rainfall-triggered slides are twice as likely to occur within 100m of a road as anywhere
else (McAdoo et al., 2018).

Soil erosion and river sedimentation is also considered another major issue. The slide
of fertile topsoil into streams has long-term impacts. The eroded soil ends up in rivers,
degrading water quality and increasing flood and sediment hazards downstream built-
up riverbeds and flash floods. Even if not explicitly measured, observers link
exacerbated monsoon floods and rising riverbeds to the huge influx of loose material
from unplanned road cuts.

One of the most critical yet underexamined impacts of haphazard dozer-driven road
construction in Nepal’s mid-hill regions is the disruption of local hydrological systems,
particularly the drying up of natural springs and community water sources. Rural
settlements across Nepal depend heavily on dhunge dharas (stone spouts), kuwa
(traditional wells), and mul (springs) for drinking water, livestock use, and small-scale
irrigation. However, when bulldozers carve roads into steep slopes without proper
geological assessment or drainage design, they often cut directly through the subsurface
flow paths that feed these springs.

The road excavation exposes aquifers, allowing groundwater to escape downslope along
new artificial drainage routes rather than emerging at traditional collection points. This
phenomenon has been widely observed in districts such as Kavrepalanchok,
Sindhupalchok, and Myagdi, where community water sources that had functioned for
generations dried up shortly after the opening of rural tracks. For example, in Kavre’s
Mandandeupur Municipality, several households reported that their primary spring
which had supplied water year-round began to decline within one monsoon after an
unplanned dozer road was cut above the settlement. Similar patterns were recorded in
Sindhupalchok’s Helambu area following rapid post-earthquake road expansion, where
dozens of small irrigation canals and springs were lost due to slope undercutting and
intercepted groundwater. The resulting water scarcity forces families, particularly
women, to walk greater distances to fetch water, increases competition over remaining
sources, and undermines agricultural productivity. More broadly, the hydrological
alteration caused by dozer roads destabilizes the socio-ecological balance of rural hill
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communities, demonstrating that the impacts extend far beyond physical landslides and
erosion. The loss of local water sources thus highlights the urgent need for incorporating
hydrogeological surveys, proper drain planning, and environmentally sensitive
construction methods into rural road development in Nepal.

Bulldozers often clear large strips of vegetation and protected forest for road tracks
causing Forest and habitat loss. This not only destroys biodiversity and forest cover but
also removes natural slope armoring. Dozer roads also fragment wildlife habitat, an
issue noted in conservation studies. Similarly, landslides induced by roads have buried
fields, orchards and pastures, undermining rural livelihoods. Irrigation channels and
springs are destroyed by cuts and slides, so villages lose water and must walk farther
for the disrupted streams (Rai, 2020). In short, it is taking away livelihoods’ fields turn
to rubble, forcing farmers into acute poverty.

Taken together, these impacts undermine Nepal’s sustainable development goals.
Roads that fail to provide year-round access, destroy farms, destabilize mountains and
then vanish in mudslides do not alleviate poverty or improve connectivity. They, in fact,
create new crises of food insecurity, displacement and disaster relief costs. A UNEP
and UNDP analysis warns that while connectivity has improved, road failures have also
increased, eroding the benefits of road networks (UNEP and UNDP, 2011).

4. Contradiction with the Green Road Approach

Nepal’s Green Road Approach (GRA) is a concept formally introduced by GTZ/SDC
in the late 1990s which embodies a sustainable, low-impact philosophy for rural roads.
GRA emphasizes environmentally friendly, participatory, low-cost road development.
Key principles include careful alignment to minimize hillside cuts, full use of local labor
and indigenous knowledge, phased construction, mass balancing earthworks,
bioengineering slope protection, and active public monitoring to ensure accountability.
In practice, Green Roads are built gradually by manpower and minimal mechanical
input, with soil from cuts reused as fill and protective structures in place.

The rampant dozer roads are the antithesis of these principles. They are characterized
by uncontrolled and hasty, often mechanized linear rural road construction by
inappropriate bulldozers in an extraordinarily fragile mountain environment (Naskar,
2023). Rather than preserving slope stability or vegetation, bulldozers carve away entire
hillsides. Greens Road guidelines are ignored in favor of maximized cut-and-fill to
speed completion. In effect, the bulldozer approach trades the long-term benefits of
stability and community involvement for a short-term spectacle of development. The
result is a landscape rent, not healed.

This mismatch seriously undermines Nepal’s sustainable development objectives. The
national policy vision calls for resilient infrastructure that integrates environmental
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management. But dozer-built roads produce precisely the opposite, they accelerate soil
erosion, deforestation and disaster risk. In financial terms, the gains of a dozer road are
quickly eclipsed by landslide relief and reconstruction costs. Socially, communities lose
trust in development that displaces them. In sum, haphazard dozer roads are a direct
antithesis to the Green Road Approach, a grossly inefficient and destructive departure
from proven sustainable practice (Paudyal et al., 2023).

5. Institutional and Regulatory Gaps

Many rural municipalities and wards have no professional engineers or geologists on
staff. Under decentralization, local bodies inherited responsibilities for roads but often
do not have qualified human resources. They rely on contractors or political appointees
to make technical decisions. Even at the provincial level, infrastructure ministries
frequently lack data or capacity to oversee new LRN (Local Road Network) projects.
With no one to check alignments or require designs, roads are dug almost by impulse.

Similary, Nepal does have design standards and codes. The Nepal Rural Road Standards
set geometric and technical norms for rural roads. But these rules are largely
unenforced. In practice, local officials routinely ignore standards and approvals. The
local press and NGO reports repeatedly highlight roads built without proper social and
environmental impact assessment (Rai, 2020; Times, 2020). Without enforcement, a
Chair or Ward Member can authorize a road with dozers as routine maintenance or
minor construction sidestepping any formal procedure.

Regulatory bodies, even if they exist, face political pushbacks. Local officials often
resist any intervention. The CIJ reports that at local levels, oversight committees were
co-opted by party interests, and even after party appointees were dissolved, political
party members continued to shape local development agendas. In practice, a strong local
chair can overrule technical advice or unleash private machines to do road work at will.

Also, there is virtually no routine auditing of local roads. There are no penalty
provisions or disaster liability clauses in local acts. Even at the federal level, no agency
tracks if province/municipal funds were spent in line with environmental laws.
Communities have little venue to contest road decisions. The public audit envisioned in
the GRA requiring visible sign-boards and public posting of funds is seldom practiced.

These institutional failings collectively allow dozer roads to flourish. Even when
disasters occur, responsibility is often shrugged off. Parliamentarians may occasionally
raise the issue, but effective regulation remains elusive.

6. Policy Recommendations

To reverse this destructive trend, Nepal needs concerted policy action at multiple
levels. The goal must be to restore technical rigor, environmental safeguards, and
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accountability to rural road programs. A critical starting point is strengthening technical
oversight and institutional capacity. Each rural municipality wards should be required
to appoint a licensed civil engineer. These professionals would be responsible for
reviewing road alignments, certifying designs, and supervising construction. District
level technical offices, such as Infrastructure development office, must be empowered
to act on behalf of the Department of Local Infrastructure (DoLI) to approve or veto
road projects that violate safety or design standards particularly cuts exceeding safe
depth thresholds. Additionally, technical training and certification should be mandated
for local leaders and staff, with user friendly guidelines made available in Nepali. To
guide this process, existing geo-hazard and forest maps must be integrated into planning
tools, enabling local governments to identify and restrict development in high-risk
landslide zones. Any road proposed in such areas should trigger provincial or federal
review.

Furthermore, the design and environmental approval process must be standardized and
enforced. Nepal should amend its Environment Protection Act to require at least a
simplified Environmental and Social Management Framework for unpaved rural roads
beyond a defined length or cost. Local bodies must obtain environmental clearance from
district environmental offices before initiating work. Compliance with the policies must
be rigorously enforced by requiring submission of Detailed Project Reports (DPRs) and
environmental impact assessments (EIAs) for all roads above. Non-compliance should
trigger financial penalties, such as withholding conditional grants. For hillside roads,
mandatory geotechnical surveys should precede any cuts deeper than 3 meters, ensuring
slope stabilization plans are prepared and approved by geologists.

Public accountability and transparency are equally vital. At every construction site,
clear public signage should display the project name, budget, engineer and contractor
names, and timelines empowering citizens to monitor progress and hold stakeholders
accountable. Community based monitoring committees should be formed, comprising
women, farmers, and technical members. These groups can compare design documents
with on ground work, ensure financial transparency, and provide local insights.
Oversight must also be strengthened through external audits; the Auditor General or
anti-corruption bodies should periodically review road projects, imposing sanctions in
cases of negligence or fund misuse.

To encourage sustainable construction practices, the government should design
incentive structures linking funding with green standards. For example, rural road
programs should prioritize projects incorporating labor-based construction, slope
stabilization techniques, and bio-engineering. Bonus funds or expedited approvals
could reward municipalities that follow these practices. Road performance indicators
such as monsoon survivability or reduced landslide frequency can be integrated into the
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Intergovernmental Fiscal Transfer System. Municipalities with better performance and
proven compliance with standards would receive a larger share of block grants. Training
programs for youth and partnerships with NGOs can further promote labor intensive
methods such as gabion construction and use of vegetative cover, strengthening both
local livelihoods and environmental resilience.

In parallel, heavy equipment use must be regulated. Earth moving machines such as
dozers and graders should be registered and permitted for road construction.
Municipalities should maintain registries of equipment ownership and restrict
politicians and their families from owning contracting companies to reduce conflicts of
interest. Instead of individual politicians hiring dozers informally, a district level
equipment pooling and procurement system should be established. Regulations must
also define cutoff heights for road benches for instance, limiting vertical cuts beyond 2-
3 meters unless supported by proper retaining structures.

The existing Nepal Rural Road Standards (NRRS) must be updated to include slope
stability charts and mass-balance grading norms, ensuring that new road designs
balance cut and fill volumes and avoid indiscriminate dumping of material downhill.
District road coordination committees, as required by law, should include independent
experts or NGO representatives to evaluate project designs, adding a layer of impartial
scrutiny.

Finally, awareness and education are essential. Community awareness campaigns using
local media, storytelling, and before/after visual evidence should illustrate the dangers
of poorly built roads and common misconceptions such as overreliance on forests for
landslide prevention. Moreover, local politicians must be trained in sustainable
infrastructure principles. Short courses could help elected officials understand how
unplanned roads can undermine their own development agendas. Political parties could
be engaged in building internal awareness and commitment to green development,
increasing political will for reform.

7. Conclusion

Nepal’s vision of roads to every village is laudable, but the means of road building have
become a threat to the very communities they are meant to serve. Political pressure and
vested interests have driven local leaders to slash hillside tracks with bulldozers,
ignoring basic engineering. The result is a self-inflicted environmental calamity like
landslides, erosion and livelihood loss in the very places development should uplift.
This path contradicts the Green Road principles of sustainability and undermines
decades of development effort.

There is no silver bullet, but there are clear steps forward. Policymakers and planners
must reassert technical and environmental norms in local infrastructure. By enforcing

R09



design standards, restoring landscape-friendly construction practices, and holding
officials accountable, Nepal can turn the tide. Doing so will protect its fragile hills,
ensure that roads truly last, and fulfill the promise of development without destroying
the foundations of rural society.
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