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g, faaTerd, @ RO 99T q7 9FEg 9aT deaesHl "ad 9id, AiideE 9,

AEALTF AIATHA AT IJTHIUENIT ANAABT FHIA TR FAAT JUTAT HHAR
AUH B | T FRO ATAIEdewH] T3 qdT AT, FAa, Ted IHd STl ATfdw

TEANT T TAT FATATIP g qebebl T |

ATHIE GRATH AT JAT FEART T FR6T FHSR, STGHAT a1 ATTTHAT T

feh q9T HEATs YA I WUHS T&qT GednT ad7 Jaes FHIHH Jae T

~

TEE | AR SHAEIRH] Bl Wad, [Farerd T o7 T drsel GRTA] F FAT GET AR

T AARITET TEH T |

G AT JgagT, AR JAT AAFAT TUHT Ahewars ST A arer g
FATAT T JaT FZFH T (AF FEF TUHN e T TRSAAT JAAT FaT TATIA
a1 Hifa swyoate frafaa g7 a@wer a7 )

AT IS FrEH] @I MGEAT AAechebl AT Wbl g T Mg afea 9
fafag FMHHT T ASAINAE ATCAATH] FROA (MATHT TTH] FIATATHT AT TMar
T3 |

AT YATITEEEHT AT ATNT ATALAE FITSATT T2TSH, & Heal qaTdiaen s,

FEl I Tl IBRAT T A= STAHRID] FHT Ehl g | AT JaTAZSHT TEAT

T TESRAH AT WEH G T FAIEEEH T TGl ATALTF AT
ATITH-&TT T JHT HEATE ATHT I3 |

TTANTF RETHT SSTET FAFHHEE AoHIqH (Adeware sfqed R qar farr,
HAE ATd FTIHH! ATAITHAT, FMATE AHAT TEAT JATASTHT TTEd AAA a7
faeerur Fufeara 7 o RTFT Tawg | AT FEHA OF TREFAG FAGAE XA

oA

qfearer fataa ¥ araelT F98r famT ey a=arad g9 ForTs HUa 2Es, |

faw@-30%0 dw ¥



AT AIEAT FUHH AT FATITERT Areare 9% bl A9 Mg | AT
TS BT, AT TAT FFFATHT TORAY T IS T GERATHT FaT JIAHH! G/ AR
JATIET-FAT & Alhegerl FH qIEwg |

G G ATAITE GIET FHFAF! FoATFA, 2055,/5, LT JIAAT SITANT |

T

e NAAAL LY

HATHIIE TRET AT TRETITH Al FTahHesdh] TATTHNR] FaEITIAHT MG

FET IHE FAAET SETATTAR T s,

>

AT TREAT AT GREAHT (qfqg FEFHAeE [ F0HT BRUHT g T farae
AT qAT Fegale qodATed SREH ey | q9d WEHRATE o o JATAEEATS

Do ~

AT T, Feh1d T ¥ Thlgd TTH ToAaq T Al FAdT TUH I |

~

AIATTTF TqREAT TAT &R FAHHAEE @A 9T T GrAGraepl o JAaH

AIISUE [AHT FoATE [qaqR0 T TR | AG ATATEdEed] G JoId ay
FAtaE FET W G T AT THE T I FA AT 7 EH TS, |

mfew, faamas, @ed G941, a9 YA FRae YA T FaArdiadr del deerard

THTH Y T Ih AEEEEAT ATMAE T WA Aiq@rad ¥ dATCHe Hur qiT
MEUR G | THATE TAT AT GAAT ARG T AT T @H IRE TS
TaH favaadg aarsd qAfd Sl gEAl qAT TS MAew T4 aEg Hemesr

o ~

TR AT SAALATIT JOTATR fahT T FAATI & B |

o

T ATIRFR! AR AFEARAT T I, IR fas=r T, qrnfors 3avaria

o o i

afagig T SRAT FTEEEHT WA JAT A GEHrd Fgrsd I AT

afag |
@ AHT, H FAT T ATHI, AT, SRR AT ATE Ser fafad Hramaeed]

3
J

HET 98 T ATAR FAHH a7 JaTE% (G T APl I H 2T |

ATATTTEF G qIT GREA0TH fafag FTIhves qmaaE ¥ @ifde waare far a rsq

Q

THE FATE AT a9 ey | TAE a0 GrHiie GRETE THH AR STHT
TEREH G |

SERES

IS AXHRA AT ATTPRIFAT GIh TCHY T ARG ALTALHT ATTHTeT T

TIT ETYUMEEHT BT8R T BT dTh Jiaagdl sEgddal @ |
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" U AR AT R, JTHISh A, ATHIe FAAedr T qHrael fawr
& gATARE FREA T [diae FaHe qarEes 9 Wal B |

o

" QIR SeRTE WErdT, fadbrer aher, Aol TRERERl ANIRe WHTS Sl

SAEEH FrAATT AHIAF GET T ATAMSE G ATAAh IHE AUH T TR
foreae w5 @ B |

) : HARET @A GAh A (ees, fgusie dqur ag-usia @
, it 7 afted wEeer fAemes gan fafa fefawer i
qHTSIE® ATHINSS TREATH ATAYTF T9 Afch qIT THITART ATIHR FXET T .
c o N N A 3 o -~ ; N . q+gH
T GRET MRTEd G A9 ENT 9T IREERT Ty GednT TH I AT qc
TEH! AT T |

3. frerd @ gve

feremet

ATATNAE AT TAT GRATFT FAFHHAGEATE AR FASR Afh 9T FHEA
AT AT FEANTH] AT GRAR S FUAH ATH Fel saq+H A AUH Hedd T4 963 |
JqaTe Afh a1 FHeATs 94 (arae fefawes Sifew T 9 #3719 98aM 763 |

TTAINTF qREAT TAT GILTH GATARE AIAE ATIRH T LM AFbb
TAT FTAFHHEEH FoAaTH ARFR qRadad @ JFX qF 99 qFS | q¥ @R
e ¥ faepraeiier Aerhar ART ArEIfee AT ST FEARAS b ST ot fTEErr
T T g T |

~

AT RET FEHA (G 79/ =1 exar=awer /79 sTUeH

THAT Fiadr

<1

o o

qISd JATIEre &l AN fad 797 ¥ Icaraaefie &\ T 99 o4 3@
AT FEAFH TASIHE FAGAR Ah a1 THEATs [WRT AMEF THATH! SATGHaTE

N oo o N

TR T A 2T | TFAT FTAEEH! TREAIATRRIHT TAH AT A6 FF AT

o
= | 9rHISTD

Fyl!

Wy | qX GTAING WAV fafad wehHes Weq QUer, aifdw, areds qdr
ASRIRHEEF T el JATHesd 9 e Sigd 7 T T AREr Ao a9 faek
AN [E |

FoTHT A faaRer 9 HaEferd queliaTe AT SRHAT T ARET warsH b
TEANT TG R AR TAEAR T IcAEAaHdd "gd HUAM  SATfdE  qar
JTeRfqe TTATE B Hehedle & JAR FH T AN AEdRT TH 78, |
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AT TRET T AT FRET0R JATadTs Aoy dfeeprane fdar Jarer sfd
qaeTH g qdT Ald TG Ak TIH THE AT Fiaddd ged Fh T Il dar
FIaeTeh ATAYIFAT TIH T ATch TaH THE JaT QIaaTdl FHEL & AT T qhg,
|

AT FREAT qAT AREA FEFHHF] TFIET A TN T T (&I Toebl AT

o a0

IIIh AT TAT FRATEAT ATEAT THEHI AN Ted FAIT T fFeamor T Jo0 Ifaws; |

difra g

o ASTHI ICAEA ¥ (IOROHET AHFEE e AT Sl B |

o FRIEd FATATEIH AT d7 3 GR=—-99 FAE0 T4 Faed] A T IUAT 35 9eF
g ATAYTF @, |

o fSear faem afafaer amfaes GRem wwwwr Fafaa aaaee T sgEr ™
7€, |

o WM AT YIAEATS GTEIe GREAT TAT AREAH] FA AT TATAHR TTH]
TN AN AT GG T I 3awg |

o TR fafgeT & T el a1 aEETe AUl JEHRE drHTe a9 faeerer T 9y |

o AT FAEIIA YOGl GIRERT TS ¥ SodTed<dll Jaasnl adqred 9ag | IHeH
ATNT & T W1FE Gra qar aifad T MR 2r&war 19 0 & |

o WA et qaT MSERAT fafq= SFRATAESH AT arl a1 AfAfae!
TIIT B AEATAF 75, Tde (Mafad FH 9¥9d 9% FEHH qEET T
FET g ¥ A qSTHeE g FednT TEE |

o QIEITF TRET TAT FIEHT AT ARPRS @ T I TFH (qeb Zell ¥ au=AT {7k
TGS S IRGURTS Tehfeqer TOHIF SUAEEHH! ATCHT IF [FI0 g 0 Ia=s; |

e =
o TUIT TER, TAT GOTT G, 704X
o Tl GIFR, TYAH FARH FIHETT, 70§3

o gY gEraE, dIffE AU ara 05655 T ILA R055/5% TYT FHZ WU HTLE

2000,/99

s THRT AT, GIAINGE 0T FAHH FF T==1T7 FAER], 20§ ¥
o FHRIET FAITT, GIHITE qOTHAFATEHT Jhaaa, 205§

o TS, GIHITE LT AT FAFHAF AT, 7055 /88

o I qTSeRg agl g

o FIHITF JUEATTEART T TIqABHT AHUET

faFm@-3090 T 9z



fawm T ST

- TR AT/ AT FI
faF@®r sd  (Meaning of Development):

fa@r  (Development) T3ar =am9% (Comprehensive) d9T Y=fad  AFerRom

(paradigm) &7 | faebrar q=rer arfiier faebrar o A9g ATAITSE, ASTHIGE, qHAHE ATlE
T el faera a9 qiheg | g faerer gwy fava(Universe) &1 fadmaers airden
g% | U1 U3l geqaron (Macro Concept) & | T fa@ra (Development) 9Te8 &%
IISHT B¢ Alch, THE ¥ AU-HHEEA Heol TTAT TIAN Wbl dfawg | faerd e
gaaraRe afg  fatg=r fagm, Wi fAurar, faerafas,  weeiias,  AgemeEr  qon

THTTITEAT / AIATEAE A ANAAET TART TS ATI TP AFIROT R i

afser @7 | faera@ (Development) 9Te8 v Hed™ ¥ T TGl THIAHR]
FAIRVT 21 | JE fahTa U FgArAnaE fqud AU aRT agers AAsd el gq
Fe9 AT e faeraer fafwer afeamaesaer Todaro 1 dfesrer i g=iferd afedremer

TAHT {5, | IR TTAR

“Development is the process of improving the quality of all human lives,

which are:

- Raising people's living standards.

- Creating conditions conductive to the growth of establishments of social, political
and economic systems and institutions with promote human dignity.

- Increasing people's freedom to choose by enlarging the range of their choice

variable eg. Increasing varieties of consumer goods and services.” (Todaro, 1993)

faraert fafq=T qetes gegd, a¥ 9 J9HET qgAel UEdArs Heaaqu e fad

Tfebrg | Y g, ATETNSTE T Aftdw fasra (Social and Economic Development) IgTfwies
AT A7 qEATE GEATIT Alehr q¥ AAERIF TIHT T Thells AT AT T Ffehad |

THE faradars ArATTeE,  ofde, AeiaeE  anfadl Seiders gig  (Growth), W

(Progress) ¥ qa® (Reform) afasl AT BRT qTAT IEIfS 92%¥0 &I A=d qaT 240
F AT T JAATHT ATCH I@wg | [avasl q=HAr Yo @ amieHr wHy

*

AGFEE BT GIAATAT (THITHT T ATTFHART FTH HART BAES |

faw@-30%0 dw 9%




~ o

farepTael FEaRTd qH{eUH Ifaws | I9 (Europe) 9T Ia¥ si#f<ar (North America)

T WUH faerE gred (Development Model) gfafas g (Transfer of Technology)
4o ugife fawrar@ Aa®ee (Underdeveloped Country) ®T WaeT =41 | @TEHT

faepTay =1 STeRel THITAHT TGS AT TRAAT a1 TROMHewATs qohTSs AT H a9

FATTEATTHT AT TRATH A IS, |
sngfew weeswn fa@wma afFan (Development Process in Modern Context):

~

T e Feadwr fawa ytwamar e fafeq qoees garfas e
e, | AT ATTH (bl T FJoeiigd FRTEH! AT qTHFT Foqad grg | A1 A
[T Edesd T Frafad a & |

- = SEern gige? (Low Population Growth Rate)

- SREmeET FHE (Reducing Unemployment)

- wfde faera T 3T (Economic Development and Progress)
- FEse JemEdHr 9aad (Change in Public Administration)
- reirae geraar (Political Capability)

- TR YOTSTHT 9faae (Change in Production System)

- T9F 3 yiataer saEearaT(Management of new Scientific Technology)

- gareqHT & @rr (Large Investment in Production)

- gHfaer g9 faawer (Equal Distribution of Property)

- it e g8 fgaxe (Equal Distribution of National Income)

TG TN AT fAET AR AT FA T T A TG G | ATGE
farar, arwTtoTer fara ¥ Aae faema 41 ae faerasr qe AT g9 T UF AHTH

IfYqRe &R | ATRAfas AAAT farT TS WA GEETET | AT Siaeer argany afqefe

a9t B | FdEAE ARG AEE ¥ Aqere MRt a9t Arerag aREradel e
fafeerg oftea @ea qar Seeg wftas = faeerg &1 | e Fuer fauewr o qwed
qRATITAT fAFTaars AdqHH GaardRy TAdqTdrs S -ATeha afder Mia @ geaied
i wftga fratorar Bharefer T dier faer wiiuer aréeg 1 fagga e T deRe
forspraerrs afvader |1 fQUPT G T AGATS G(THAD TRATAR] FTAT SHHREFT Tl |
HETE IS QTHTTAE JUTeATeh! [RIe®or ¥ fabeq qfg=m= = afch Ua &Tadrenl

faF@-2090 0



N o <

Figehl TIAT [qURT qTevg | UfGg AL = TR Tedd [awradrs dfqsiaa i,

T T IGEIAATE Wehed USal AT AT [GUHT A | AT AATIAT fabrg A A

FFERTAF qead &l | faerg Afq TeAT &l Tadrd Tadreh! Mk ¥ STAagRT asiHr

THIEE | Ies AT U SHEeH AMArs T [Gues, ATHEIIS [qerded A
TS[AT T FAATATs @Al ¥ W@AHR FATSAIes, | STl Afde JaT TS TaTAT
S @8 UERE SEaERE digdre e fad, TEE G| T Agasl aREad W@

ATTHAF TAT AT qAF FEAFHH Foarad TIEE, |

fawas SEvwEE (Objectioves of Development)

fa@ra  (Development) =% ¥ Fgamana®  (Comprehensive  and

Multidimensional) @RIV UHT T@HTaa: faeraer aifdes faem A 795 0T

faeael fawraars THIH &5 | TIMT IR FIAT TRA [qehraedl IJgeadr faeiar  afq
qAYT e qHS | AN AUAT IiH &kl [qeaeardraRr (Globalization) T FHET F@iY

TS AERT ORET GO AEAhHT HACATH AR TRTHT TAF ATAR @TE A
TRGUHT AT TN G | TIT FAIAT (IHHT ILAGTATS [FATEAR F&WTT FqHT
TEAATH Al |

- 3f"% smavasarer afkafd (Fulfillment of Daily Needs/Basic Needs)
- yfqeatd ArHT afg (Increase in per Capital Income)

- fauir =nf¥e afg (Sustainable Economic Growth)

- TiET farr (Poverty Alleviation)

QAN

- ifq® qarare fa@ra (Development of Physical Infrastructure)

- SiE graeel e (Condition of Life Standard)

- gq AT 3fg (Increase in Life Expectancy)

- R (g fHarder feafa (Trade-Import Export Situation)
- 9Sirekr qate (Flow of Capital)
- fafaa dearer A% (Development of Financial Institution)

- UM g=arel fa@E (Development of Industry)
- JcATEHH! FF9dT (Production Situation)
- YTeide AgEel I9An (Utilization of Natural Resources)

N [N

- TSI srae fasiar (Generation of Employment Opportunities)

faw@-30%0 dw 9




oo

1e=rddr (Guarantee of Human Right)

- AT ATERE
- ararRurF F2&m (Environmental Security)

- oide AT (Economic Equality)

- grafas drerean(Social Harmony)

= gHEar X gAar(Equality and Equity)

- grertee gHTaeiERer (Social Inclusion)

- roHfae @aedn(Political Freedom)

- faremm, @een, ava@wTs (Education, Health and Sanitation)

- SiE gradel = (Condition of Life Standard)

- qrHIisTe et (Social Welfare)

- =T ¥ FRem(Peace and Security)

- FeTfR®o (Empowerment)

- WG q9r Rrer #e e A (Low Maternal and Infant Mortality Rate )
- S=aAT (Awareness)

- @i = (Social Justice)

oo

re=rdar (Guarantee of Self Esteem)

- ATCHEFESR g

FAEENTRET (Peoples Participation)

Q

TYTHT forepTaepT AT ATIYARATH TE=T g foepraare YT ATi@er! [Fawor 9

STAATH! AHT TEATNTATRT TATH HEedl I THH IO FTAT AN] ATRad] ATSTH qaTd

oo

TelhT 8Y TS JAT ISIqr] THEEs W Fawars [diae Faedrar Wl ey |

ST AT, FAVSIET T ATLAT HIATTA &TH ATRA ATETT ST G T HqTTA AT
S | A FET g AT T T HE A% G qife WXl STaSTce Sl Srerehl el
Gred I AA(EEH qaedrAT  faera fmioer #rwr aftems wbe qar sdqo
TEATNTATRT AT AT TEST THLREHT AT FTFAPT AATF &7 | T afegeddr  qurasr fifd
e (Policy Makers), drsariag (Planners) @aT fasrafaggs (Development Experts)

~

HAF! ATATATE 0 AV (IHE JREHETE GRF TH A=A EH AHS5 | B B

fasfaa qar faeraa@ (Developing) e GfF v WRIfhal TATTHI AARATHT
TTETETHT TMER T Ifestrgt. fF & I @l qEIGAT - UG fAeprge IuHig

faF@-2000 T R



(Uniform Development Strategy) STah &5 o ¢ Afd §ad A+ - <eT OIS B
Qrel FHTSIHT AT fafaered AT Sueh a1 Sferded ar 7 qurerAr ARkeEr farer (Poverty

Alleviation) T s=earaT Tear (Unity in Diversity) &I ITHe&T AN 5Tl F9RH
ATHFT TETES T qHIed THes 9 Tt S 9 qH1gd aeik (Market) 1 aferers
IR TSI FRTHT WS 48 | 799§ BT TRERERT g1 ( NGO) o It
[EEAR Rt 2 e o M o M s | B R £ - S B S | B A
(People/Community) ®T #taTied orifaars s dreA | @99 & g9 Aifg qer
TUAITTRT JeeT TACTH! ATHRT THET FHATT T T 27 | G2 fqepraerr 5 e fagre ¥
HISAHT FART TRTAT GfF T GeAT STAATH! GORT FEATTATRT 9 faker sfged |

TGS SGF AT ST Gob HALATHT MTSATS [AebTab] Fraiaeg qAT STAATATS [AepTawT ATerd
T fakra AR FIEE ATIF FAT TH AMGATE T AT AAAEE T GRET THIA ST

.

qfveheadT MRUST &, FFATs T &9 faF FTHare! GERT TEArar quierd gaurs, | 9%

i RHT raniea faehrg, qurady fabra Srear fqeradr Ut qfger qqanenes a avh
SAATR! ART FEHTNTATH! ATET TRUH &5 | a¥ [&aaqHT a1 STaaedTar (People's

o

Participation) #a« A9 ATA®H! FOHT GRUIT gANUH Fe dAqHaATs 99 ghewad T
vy, | TAGEATNTATATS SAARId, =YW T A6 qRF GRATAT T GeaoH
AroTag faeraet Sfqeradr qauay Saf Teaadr AT fqehraqr STHaaiTar aers
Hfqerms Aftgaeazer Nfqar qaEmEeT T WH gy | GfgHT Gt T ATST ATTATET
e | AT T IAT ToAad AT (R0YR-R0%Y) W B AT JCAYEIAR A

qoTTeedT g9 AR qar Qe Sgewirarars fas yrataear e e

AT AAAEHATNTATHT Srg fEuar g AroraT TaaaTaT TTaeTTaT hidehl =T

U a7 9UAA AP @TSirEl Heeaqu qare af |

afgeddl FROHT Yo fqeprd (AT SAarer aeeiiTar SerET gel Sersd STHRh
gtufaee fAafo & @9 dewr Jwar wfear/ g2y, afaq, FTESTiaer aHtEd FEsriTd
RIS AL fASUrl UEwg | T AET BT Y HEAETH TAal Hiesd (g faamres
TE: GHIHT q97T qRahTs, [4Tg, ATHETE a9, qHT TgHesd Jaarare | ATqAes
BT T e qfardl  (Demand Driven Approach) ¥fs |TiRuar & | F@dr ammfs
TETGUHT TaehTd GOHATAT ST ATTAT Fd ATRAT Il @=mg  (Ownership Feeling)

ﬁl’*’l‘ﬂ'—?o\%o 9w B



~ ~

g TUHT &7 ATTAET qhel ¥ [a7ll g T I B o | JRAT ATRAT AT TELEH]

e fmToreT BRaTeeTTes T @9 SATEERE ART JAT AT FEAIRTAT T dQrsT
q AN AfEvm T | AFRT AT QTHINTR, AT, GREATCHE FeR(Tehl qa@rel GeebTdl T
TRy fere i Wifq ToEifd AT, AT, wrEATST (Wi Sader arad
FREEAT falq= @l ITARHT T FFRATAETH] Jodel JaT ART FEATHTar far=
THT G |
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fawmasr arawer TawT Mga @ndw g
gn. wiaa st

qrT

aREfad ASTANAE TRHHT HTAAH a2 [&0 [ Togep! y&a fawg a1 97 791
T AU AATEHT AT ASART q FAAEE TRTEAR (HIAT TR AT TR 7T
qEaTF g | e o geEm FEeer T8 qUEEd gerel 1 qRerEr qae 1§
T IJELAFT AT TS AUH T FIAGEA Aqcaardl AAFT [Fare T a1 A0 3 |
HAFAT TR AT T &7 99 000 GgIq GaRepl @i=l & | JHH1 A0 Afega
IR TG(APT TATIAT T ST, ATAINAEF T AP TR JOTARTT FUR AT
TaHT favg s AT FATSH ARERT &7, Sl & T AWIiReE qHTStare graurar ¥

FEH T Ui e AINET G | TLERE] (9868 Fh AT T3 &1 99 FHSTHAT

fAfeq @I FEHE FRU T THATTERAN AAEIRUEAE T[T a8 IGH (a6 TAA

fas T T A SR dfETg | anaadT WRERHT Aqcd [ddes, A e,

o

FATIAE®, [AUTddEs ¥ TIFRATAEE Tl TETARH  [(AAATEH AN 2THl

o - o AN [oXd N LN Wi o [ = c c
ATHITSTR-HTER[db T ASTHIAb-3ATde Al G [led M grghl AU dlg Hblg
AR T A AIAEEATS (AT T AT & 97 a1 ARl B | ATl el

o

QA0 o . o e A Q
AT ASTHIAR T JLMEIA R FSTE®H] qqA AT Tgiaelrg Seral Gl AT ATl Feol

>

YHE HAFEEHT HAiqehdl ¥ TIMARE! AIAES WY T8RRI ¥ feamgl sraer
YR T AR THE ATFLIFATH a0 a7l g | Mieq @rde 773 wA fawgssa
Tie=r S T qdars ecarted 9 ARERT &7, el & ¥ AR THS A9 Ushee
qE AIINE T AEqe ATadTeesdl GRHrSHeE it Aifdard g9 AT SUaEs
qIATT TS AT ATdd ATAYTF IGUPT B | FATeT T TATh] [qebTdepT ATeqbehpl FTAT

el fAfed @I g AaTEEdTE IoHAT TR AT AATAH] AUATATS [qIAT TS

ATSTeRT ATIITHAT &l |

[ELp R CH

S Tg gRO T AR o AfeqdrRare Afthel U9 [STEHERT d@d I
faafaemar a1 arastae fawrear o T gbRaTET eedr gwraEr 99 (influence

faF@-2000 T W



peddling), T e TEATHT AAA T FeAr faargEa T, B |@isis ae

(insider dealing) a1 fafeq @@ g e (conflict of interest), FI™aTE TH @S,
TFHIIU AR TSIl STAATSY ek T FAEH 9, T a7 AIcaeade

o o o o o

AT g5aTe % [hiaael aaa femfeq on fomfed wsow 7 anfesedr #deedar

~ o

TLETARSTT HIAF] BTAT [ TPl g |

oo

fafed @rg® 375 TH SAfdd JHIATH

faeaept qT: T AAFeEH TRTARE THETH

521
BYH] @ MWHl Uerg | A¥ (GU0qdr farrEg AewA] AT THET g9 FHSIH]
TYIATTT FHSRT hieh T TR Teh Sidel (a97 qRgehl B | AT (9T ATHITh -

ke, eidiae T gemadaTad fafrs fqamr wif R wedr g saated

SR PR Ioq= TRTARH GaH=e] TR GHET &1 | gie et [Seaarl T

o

fastt @@rdare afiifed &3 Sram T Arasie fedel TRew THIs T faaeware faqa

g aTeE |

fafeq warder gegeRt FRO TSw FEeAdr Aifq AT 98 7 fAviE T qEen e aeifaew
AT JUTEE TRTIETEEd TR qTUH ATTHRH! TEaANT T ATAIF e e
A, FTIFH T IRATSHTEEAT e5qad Tl Frees Afeel 8¢ AATAHT AR
B | FHT Ak AT THE AT FABT AT wrgar o TG fafed @rd wl aeHtas ¥
JUAAE  ATTHRHT FEIANT TRA AT FFeRA qrasie qar (el & qeImd
TEAE®, A ANRE T [ag AdqFArs ed WEedl g | Il (Hraew famtiad
FAERA FAHAATE AT GIeT fa7 &1eA, AAFSH! AAITE ATF FATRUH! ATHATTAT
T SR oATfd e faehTarsh! |7 T Afase qeraneedrs aHd FHarea aqrss |
TE qRGETAT TIART ASAITF T GUmAAE gad 9 o faerasfr qeweeHr
JITERH @ w9 (Grey Corruption) 9 fafaw ffeq @t g @ovw=T Siea

~ o

~ = S N QA0 o o o N
HETH] BAHT Tgehl 1G5, | AUTTHT ATl T TLTHIHAE TSHIHRIESEHT Higd e

T3 AAET TEood TTER =0l AFaars del fqamar Haer a9 afe= | &

oo N oo

e fAfed wrdEr graet (e TR oA ASAiaE ¥ JeE e AT ATIE @ | AT

o

PRUTETE HUTel T TATelleh] Afeqed o GALTHT GLhl G |
faed Sehel YeRTRRTA TXePT AUTTehT FMATATI=ET GABTF T FRRHE [G9TAH IHE

qUFT e | g7 T NTFan, Ae-faeE i, TERE! TAraEar, HaHTed TR,

* Author : adhikariphd@yahoo.com
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fafeepr aEe T =R Ha=Avers qemaas! ATIhd] ST (dgUHMT Afaedl auewd!

R
>

TATAT Afgea] qUEwHT YTATs HUTHE &2 TXEH! J@LUH G | T&I a1 R00% @
Global Integrity Index ®T OTe®l A9 94 FHTEET &+ T<HET 4T Integrity Scorecard

AT AITART FET ITATE KO IETZTHT T | Td Q0 a9l FAHAT TeraRiasge! Aftad
AT JaT TR FUH FAFRATEEEH AT T TIR TRTH ¥0 HAFBEEH!
JABTFHAT AUTAA BTAA T 3eF ¥ T AT AEATSIAF [RATTAT Tgepl afdaq | 4T
q3ATS 8Y G AT G faguear g |

TATHT FaRTART ATHT FA8 T Fogehl USal W& HRU HAHH! ASTAI[deh T ATGF FAATHT
AT FRTER 9 81 A=A Afqadifs qerar | 9HgEr & - "Corruption, illicit trade

and money-laundering contribute to State weakness, impede economic growth and
undermine democracy. These activities thus create a permissive environment for civil
conflict.” IT=Re TSAHT FATHHAT T SAHATE ATHAT Ta@ | A AT EA
ESE W | IRUTHEET GHITHT T T HI99 dg8 Tg JAFdET Ag=fte ardeH

g 98 | A FAedATs AdT T AT AichrT | g Afebrg | AATAA] I ST ASEH B |

AAFHT A T T3 (GHTH [AUHT G | T AR T AHAT (ATAETT) qre T8I 93
T FAFERI, & d3 FEAld, W d¢ AEREEA ¥ JAAM T AVRT GEAIG T HIH
IS Gfd A GROMAT Aiqeagarel (AUt e 083 HaY 4 Tq faeqa et
FERIAT I F4T | AT FERIATH T FardT “Faeaeamiedar &ied aaryd Arve
AfIFR, TEFET ATEAATHE ATHATAF JUTE!, FAATHT Mied Aradoar T i

o

F ¥ AW, @A AFANAE, Aatged Aared, ANe qHSe FTrHd, 9o

G Ad], TAATR AR ATFR, AAANTH TACEH HATHATREHT TRIRAT T

o c

Sratheledl, JTAESHINTr, e, Fe| a9 W= YEAdeadhl  AagRuEER g

IRATAT T TSI JUTell FaerFa T ¥ TR J97 SUSEdTel dwcd e g
FTIH T T GfTagar Sey TR 9rEeg | 78 T A=A PR T Aaaraas T =41

>
N o ~ ~ S oo

q?aor?l RISIEI] :I('ltdfbl TP T 8l QHl&i Aqcddl IR TEA Hqu?A feraar fafae

<

STl Tl ATAT WUl FEATT T 9MMied TERIATATRT T TTHT AT TEafTHr
FATH FEHAAT TLER I T 9 AR Ferel THar Giqagar Araeah

FIRY TRl AU FT A T | AAATE AqEE TAF TRl THbAl AIAET A | T

TGN FHRR TR TRIETH] F@HAHET TATerars gl @ra ar @y qoar args a7 |
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~ = QA 0 i N < o =
AT SEAl HRNIA® T FTHISG qadT HUHI HABHT A, AT T HAHHA (TR

oo [«

Sehanal fAfed @ ASHEING TERehS | TR T ATRAT ANTREATe Hedd, qsd
T, AT a1, T@EAHET ga, AR R7e, A9, F AT T T IAewshl JiaHr
fare T FEANT, AEHA ATATERT T FAAET A W AT AL [ae97 TArg=are
T T AT TS 99 a¥ J9TAHT @ls Al HTAHH ¢ AN I g, Hied
TWIIFT g7 | IIMEXUHI FTHT THT AT, 2led eTHl AT, fasprael debe g | faer Fraan
ATV Sl TSIAT T T, 99 T qAT GIAT 9T Sl | aRSTIRIH] AT qfd Tseita
TSAIRT ATHT B, | ;. SITTHT FRBIR AT YT HANR, Tl T e B fopeaa=r g=mamy ¥
ST AYER (e @I geael faemmead araravere GEdRT fad Gl @A | Aare

N oWl oY [ o

qaTeTel fafed w@rder g i AiAiae, ArATie, Aifde, wft, R, @@ wfe @
ST IREAdT ATedl @ | Il ST el (e Ty S |

T FHAHT HIITHT ISTGAT GoaTATHT (AR qeifaedrRiesd w1H T el a9
SAATR] TRTEARY(AH] FREHIT T ATATAT AT FAA TLTARFT AT FATATH &1 AT
T 9= fgfauret s@aren aersy #W T9e | Madalene O'Donnell #1 fa=maT-
"Corruption undermines both state effectiveness (the ability to govern) and state
legitimacy (the recognition of the right to govern). While effectiveness may matter over
time, legitimacy is essential for sustaining fragile states that are not yet effective. While
corruption hampers development in the long run, it also has a real and immediate

political salience as well."

qTa AT W TSRS d7% 710 ¥ ®0es g | T& © oqd fafed, e,
ST, SRSAA, AgPR TeaaN, Mieq @rd®r g5, M |fsurs, admEmE, FarEe
e | R faeger oHita fAuior war g O AW weedr A AgE Yhd T

AATHE® qHAATe Qg T a4 T A Taw o= fag s g ) fagraa

AT A TRl @ Tl dae® g . TRMEREl A ¥ AR, JeRrERe

FRUEE, TRTEARS FHASTH] TRH FET T THATEEE, TR gAh T8l a araraxy I

EETT TAT TRTAH fHae |

“gRTER” T ‘Mied @YF 357 UF AIEH HA A€ dAT a1 A sFaron gq

TSE YETHE GEHET g AN A G¥eTs [3fadT IO WURl g9 9aEg | areda

RN

“ORTEAR” A gE ARl ATITET SATIE HIHT GANT g 9rem &1 A9 “Mfed
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Q@TIFT 373" Fel AT Afhed AT T T ATAMETATR] ATETHT HH AT TANTAT AT

wfn [

TRTAAT &1 | d% Aawe JaraT aaerdr ‘fHfeqd w@rdwr g5 99 I9aud B | 99
fepfarmert gearam, afvafadar ¥ smfaa s “ffeq @nds g7 qo wE gy 9

WP 0

T yrH ‘fafed @@ g7 A% TR, afvaftaaar T adtad s 7T afead |

TR G GHTSET F 9f gebret “fafed @@t 357 g Uredr WifHaT | AP T
E1 T B | B! (ARIERTH AN 33 q2T IUEE B @ (9) gH, FHI T TRFRTAS

AR AR AESAH TEHT AR ARIFRIEs @HATRTH] @A AT=RT HEAH T T
feraepqui o T | TS AART IIRTH A= | () TR ATERUATS FIAAGRT A ead
T TRV AT T TAIHRIEEHT FTAAT FRATEN T | TS ITeR SINTH
AT, |

AT GHISTHT AT @MdH] e Al ATRRS! 58] AqATs TS e dH g0

T gRedTdTaTd ufeg TR TETARET FIAT AAR G AR JeHAS T FGHHH hier
AT TG | ATl AT AT TghT TETEAR el 9 AT aTerar ¥ w@rdare

STThA] Tl ATHH] MiEd el Fadwel STrel B 8 | TLrEriasg aose

M AfqaTe O1 "I ST, ATHRA A g, AST gFare g al JUITHTd &9 g,

AT 9&TAT &4 a1 AT 9eTHT g4 AT [Hieq @rdel gy, Adaled/ dfaeas Mied

TAERT geg a1 G (Migd andwl gvg, ATfde @nd qUH a1 TRaATdes @nd @l qe

forfamer Mied @d® 78 TAaHET TL=RE THETATS qrig= T4 o9 & | I
TETTIFRIEEH] FTal & Fapiurare (HF JhRa fHigqd wmdes ggarg qi Tordr

fra=or IRTT I T TEERE AT Add I [Fhd aaras |

N

»  qEfUERES AfdE FREARH @Iq d T g,

»  Iffafeh A9 a1 SUBR TEU I,

» U @R ¥ YAT STHTSH,
= SR ASEIR AT AR BHAT o7 g,

o N o <

= T EATeRT AT R FAATE AT BIEET fGdrs |

fafea ward®t g TarawT AAFAT SUATST O SEE

ATEF [HFIETHT TRIFRRIESIRT [Hied TH! g5 a8 Jabdl AIATIA B &78%

T+ o aR &

ﬁl’*’l‘ﬂ'—?o\%o 9w R




TSI ST faTEsdT HEET AT AR,
q  HTATAAFT AN %] q9T JATH! @RE,
3 FARHITA HTHET ATNT ATSTE QrAEraeel ITAN |

AT AT HgTieas ITHEE :
Tgtvdes davar fafed w@rder g fafa= =Ruew geA 9 siasue g o

TRUEEATS THAH qfedT T THTATEH! AT 87 &aT 5 AqelTs (a0 T gar9g i
A FEST HEE TH e gq (aeard IReg | A1 aHerars gaee T oar e

famorgeaT fa9Tw e qATSTud GehTE I qd g
q fafem wvd® g7 F &7 af@@ (Avoid Conflict of Interest) :

- fAfea TaTdeT g5 gaa FadT ATEaA qfad,
- fAfed e ggar Fome qerfaeriars 9oy a=d RIS,
R fafem i gt suEedTaw T (Manage Conflict of Interest) :

o~

- EASTE TITFRIE] G dT T qRATRE Fferepl FTHd T HATe

~

M,
- TATAE TIPS SeATHl =T I,
3 fafea et gzt @wean g7 T (Resolve Conflict of Interest) :
- TUSHSTIAH! THATAERI =T T,

- fAfeq @nd® gars Toae THEET TH ST qaarT ag T4 |

weaquf famuee :
TRTAT T g S [t Helesdl aeR ¥ Jeadars gad Heasiy &l T
fHeraaT faeme Mieq @@l 5@l IRas GHEE T SeTdd [Audeedr a9
AT TASTI T -
(®) fafeq @i g7 et FA T FEIEETE AT AT

- ITSATTE FAT FUMETTF TEABRIEEERT ATNT ATRE AT,

- fafeq @rder g fra=rorer anf fadm @,

AT FHAERH! ATV JII=T A,
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- grEdtae qa7 Al SEHT ArERAtear dEratde T ¥ Hrd Fg_ M, T
- ATEREEATHT ARAT &HT FIRE AT 99 JATH |
(@) st T Tt wfafafy asamemmn e ffim earde aaeamm
- ATASAE HATHT FHAREEA (ol &TH FART a7 JGATIAT F ga qIrs
AT,
- e FFIAHT AR @R AT (ME9TF g (I THEel gd Seid faque srawr,

o

- AESE FACEET GG FAGIHT A T AT AEg gAare qiqaed axg

eI

)

o

- XA TR FATATAT ATH ATTBHT ATTIRD! JNR ACHT F=AT G e,

- F FEAIFT IR ATEANEF FATHT TETA Y@l dAfaHR Trust governance HT
IR ATHATRI I SET |

() T IUF qFawefl FAAT qqEAqT
- B ETEH I SUETY [ UIEH a1 AUTgH 9w HIAT ava, I ST e
AT ATTHRIATS STAHTT TRISTI T |
(e &ar frgw sfraasr Termdene e fafa @ &g

- a1 (g qUHT X TTHAT AT FHA TATAAT AR T ARFREFN T9 i o

~

EERL

- a1 fqaw ufg ®a ffed @nder g5 e fawe & aeir Mefra T s |
(@) A =RUT T qEERE! sifewa) e T arfem
- fafeq @rder gare A HIERT T AER qEa SO §ER T a9EEe

TR SATETRE AT [GATS™ g,
RIS a7 |

() srETEfgaTERT afvareET

- FIfPURT ATARFTEATRT ITAAT T G AR GUSHT JATATS AR AT TUE

S EESIN

- ATETIR FEAART TCAT AT ATARETEAT TAAT AILHT aal PRI, AEeado]
T gewr At Afed, aoa qfaur e T TaeT |
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(o) gwfa faagor
o o o N ~
= | 407 A=Tdldr &YH] {i}hl\:ﬁd T éi'i‘lH"i RGH ZEECIN

- UCIeRTRIeRT JIRaTRehT ATHHT Ighl ¥ HT FrA[ad T a9 |

e T Aifomma geeraEE
fafed =rd®r gl SEAATHE TEIATs gieTd T THE! RGO AT THrs
quAH GEIEA T fasbeq g | fAfed @nder ggers aFEEE T T s it it
TAT FAA (AT &7 ST G |

q & ufq At e i s atRaTeTs TedT T eTRATRT ST

FfaeTeTcHe JUTeATsiid ATSTIEs, |
R wE fdraew wowr ffed w@nd@r ggea T fifd gEs |
3 RET (I FERT A TEH TRIUENEE ¥ GAAERIETs qud e

TTIH FEaRK AFERN g AaTF G |

¥ fqfeq @dedr gdl T I ATAT AR JaTdes JHIHT Jodllg

T el fev afawrdee @ e #Rika Taiiieniee ¥
FAHTIRIEH FeSl T6H 8 el G |

Y T YOSl ¥ ATHIE AIATHT [ARETHIE IO SRAET TRl uSHT
aratad feqd ga T e faarad fAvges qwrae T 9 a9
ST G |

& ¥ fafdaly wAeT mefreREEd 9 ARG dq@ faq arsT & a1
ETEA, a7 o AN YT g9 IS+ &1 AT eeA (HaH FIATFRT Aatead

;(,ﬂ

FATST, AAIF B | JAaIC USHT @al gAdd (Afed @Tddl 34 Hars
TLTER o= a#a Iwmn g dfawg |
AT &l AT AIEhiqe aTae TRl ST 2T fAfed @rdsl ggare garsH
AT T FATEAT TEATE FITET AT Shaeg | THHT AT (5 FaTeed Hesd T8
THEATEH! FHGTT @I A=GAT B afawg, :
q IR faeg O U FET FETaedI] AT Ao d9 YR fAied
IR FrgelTs T gHaH T Telehd B (AT T,
R Y EANF HEEEHT (ARG AT AEv AR qAed & T & T F
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3 fafeq @rder gars GwEgT T Eqd MHT FEAA T ATER Afedred! are
IR TRIFRIEsATs TRTEAW fag F e ¥ MR 9 | a7 FE aeeEr
frg=uTeRT MNT TATYAT TUHT brgel EAMT T FH=T T,

¥ g AEWE HEIEedr Teiyeriesare Tel ga fMied @rde g oK
fRREN T ¥ 9d% RIS TRLER  ([Ma=uE anT R Haerade
Fasar Ataea (Vigilance Officer) T =@=ar 1+,

Y fafeq wnd®r g5 9 T GFAT G T T AL ATAAE TATRTEEATS
girerer o,

t MWieq w@rder gm f@d fqugesdar @ Wl 6 T gAE|r @A
TIIPTIEEATE AR-TeeATe fa T AHTETAT ATaITRAT ATAR TeATEFR
EEIREERIEY

©  FAA T AER FledTdl Iaad] TR T AT I g qRITH ar
AT T T RIS,

c  AEANE  TRIHEI AR TS TRl FHEId AEsae T 99
afearfears feerar faq | amfa fqaruarg awfae ¥ oreeie aqrsq
e fawaears af e e

- ¥=d geaid

- TR AT

- FEEa® FREAR

- AIVhETIHT FTHERATE
- ¥

- O FeRAar

- GEHERMAT G dr

- JUER/Q(Aded

- gESd 9w Arae
- TucEs

- A TR

Q. FHEIA faERueE AT AaRTdTe AMGT AdHAT draed AqCAaTal HAE
fate T |

R, UiEReT e T FATHATE! &7 qHT ATaHE T,
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3. TGP ®UAT JE qrasie T 97 T qife (Haiied TAgHT eI

faaR TS TRIUFRIEEATs HRATEIH STATHT AT |

arey amft

9.

70.

1.
7%.
73

9%.

XK.

HGTAR TUART ATHAT AAN, FETARITEE AYH AT HETGE (AT ST,
)
PISHTS], RO%R

AfeTaR TETART A I AN, F2RTF TETAATE T FTAT daT, 2050

FT FT FIGT e ATANHE Thiaad, 70%<

FITYT, T 9%, dF 93%, FTSHIS, HAAAR 49 FAR 084

Wead, AEM, WFT<IRT TIT CGRIR . F7F FF TEHT GRFT, (gl TaTeraT

AAATR), T5 AT &rg, QAT ALAR, FISHUS], 005

IR TradAe AU, FETIRI90E FRTET Gqer], FISHTET, Q053
frsraeft @ar o7, v0%%

frsradt &ar faaraef;, 040

FqreTEr FAH e, 2053
JETEIT [Fa170 07, 2048

AT FqRAT ®brg, AT @rdHl ZEIF=ET FeqgT gladerd, 205y
by ) y

FHTST FAT9 U, ?0¥%%

AT @i ¢, 2053

Adhikari, Madhab, Role of NGOs and INGOs in Heaalth Pupulation and Environment
education for Quality Life in Nepal, Ph D Thesis; M L Sukhadia University, Udaipur,
India, 2005.

T AT ARER ATHAET WeATE @Ay [qas feer ey Few g9d IEAW
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ATTEHT FACRST (ATAT) THEA
araw wart

fird®: AueET ITRAT

TieTe AR: TATAFT TS TgATATHE FAIEHIA TV B, | Tehfesh, Aea fafdd ¥ dfasw
fafagare Fa= Teaegee IO GRUT TEH B | TATBST/ATAT TR 5 Fofd Twal
&I TEEEHT FATAT g Tbd A9EAT e ard qebreft, wrednft T el Tdee
fara g% TU% dfecdle aed a9 AAIF TUEAEs WIhd BAHd STHT H=AATAT B |
I qarEeH faeaHr YA garse dle ATHAFH AHae qRtad @ | A1 FaeeHr
nifug T (1) 3@ ATE B (vi) T (FeATT | (class I) MG HeATH € (class VI)) TFT TS
| BT ART FOTelehl YEeTHT A1 FE@eHl a9l U ToRIcHs ATAEH Goe e A5
TEFTGA | FIEAT TUSH], FUTAT T HATH AET TAIHET el TATBST TS ATSREHT B

R AT & AT SR ATEE, FBIANEF T bAGF AT Il FH AT RIS AlebA

o~ c

=g H'HI'#"IIER)C'II?: TERYAR ¥ ITARTHT TS T IF &bl A qehdrea qiia ISrad

AT FXFR AT I TIEA ATATAFHEEH ATHIF TATE AAAF G |

forer waw

AT THTHT IMCFS AUR FHATEAT TUH HAF & | S G¥qar 9y G T
AT FEIRTATS AP AT AT T ST Freel FIAT feaed Tl & | A TG T
TIEAATE AT TIaAH TEATANHF [qa8e gea | THdF AARA UATaedd, Sfash
fafaerar, T, wma fHAG giva dela T @iegfas (FArHeTe) qEEs aedr
TGAATAT, AEAF (AISUEA) GoAhs, THTAR (ARTATLES), WIS TIEH, HIAAT THT (
e faer) efedie aRmaaet 74T, AT qeraT T FHEAT i 99 gees "el qaTeeh]
TET i SAtRET @) favaEr G ST T des Wi | AT A ahaed awq
(Tourism Product) f¥a % S=o TXHT AT 3 T ATEfGeh TrAeqdl FTHT AT g
TEH G | TR AIAHT §000 FAR @IAT ATAT T ALGEH] AFATAATATS ATHH] TTAHT
AT fae &1 9 Whvg § AR TRAeasdl TUAT {9 Al | SEER Wed guid (WAg)
AT FTSHTUST IIAH! HThT aHATHT THT =NThas FoTed T b (=, 20b0) |
FHAATE Srgd Alhrg (NTB, 2011) | e 99 A1 @eAes TR WX (ATATH)AT TR

* fawger froaferarera, wifaor ferebre forwm, B fa ifd
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PRarearT A€ @, Mol ¥ WROTEESE T G @ | a¥ IRl AT "I AR
PRaTedIesar e faer <fthey, #enfes, FNy, fhiag T ager fog afe odaq |

AT (ALY

JACRET WA 9wl 9I€l, 99 9 AWIAAT Ui gEEd 9 Afbes, owmad 99

ATSAH Gdes T88A | a2 A T&l =0 T @il fauaaeq 2Aamdie ar™ W
e a9, EEEE R g /TR Afq TATSEER Td AEdge Saarardars
b TH @ISR &1 | AIAAT STAATATR] SATARE / AR FREPIe  FATATHT
TETHT S(ACTE 3 T9F qwaT 8¢ ATl G | X Ak (G919 T g 9 uaifeq T qaed
AT ATH GAT TAHH ANT T IAEed] ITAed Tl d1d T AgHewd FART WY
FISHUST JTAFATE AT I Adee @ T AIEHET ¥ Breredt 7 =nfres 7

TRISH &Y | 9 41 Fa9 AIHRT qET @Al T TheHeedl "R e a4 fafuad At

ik & TEAHT d9 9252 AT SUNT FaErd A= dl W [afaead qera Weedl @ |

TUTEHT ST ITAT AATA [AIRTHT 083 ATAR 8T AT 5 TATATHT Tehl ¥ T HwaT

TET USvaes ATqEd FEITHT UH AT AwaT Ufee aal 9g Ao q9g FaTATa e

Te% WUl 9 T4 &kl 96T @ I S 9 | @ T ARy (S AT

F & 7 AIG TR FHHAT TG, AT TAdT, AT GHEEE TR BISHT HSTEw]

~ o N

AR ¥ ufeg TN TTAT (a9 &3 ARSI, Hiavag Aifae G el ATAT TR0

foedepT AT AAFEs- AHAH!, TRIAT-ART 96T AEd AIee qal ag | a7 & o
AT TAATA TS TAAd AR MG JEX 7T Ted T AHF qiee a1 ars
TEd FIHE[ T | TP (ATRAT AT ATE FEHGHT AAATE ATRAT GAATHT STHT
TANT T TG T I AGeTs R d9 9val BTeal ¥ GETdarEl 9o T (T
SOAT e THA AUHT & T AR ITAE G107 aret (g1 7 fsrge) @ A 99
TRET AT ATSI T G/ HIEAH 81 T [9adT THehl ATAdel ®el T IWTH! & T
a7 qriteRr waeT (Faad oifeh) a1 9 Giaare AUl TR S BTl | A& aTeTeRT
sram fogw, fa=g, faufon ofe Soaes w9 A0 AwRasiaE afasEE awq A7
IT@R AARSTT T BRET T AT TUHl @ | A AiasqT qrrel 96T JSiHeese

HATYF FTAT T Sl AT &4 dbl B | AT ¥R,000 HETETS [ ITAEH T Al

HAATAT BT GF qUTael 940 HHTETE AT ICIGT I AR &1 (3, R060) | AT

Tl 9Tk ¥ FEIATRT ATAaATE 8T q8F quTael 5 R (9.5) qeTd qwaT 8 TN TH g |
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o ~

IPT TR AATEH T AU T | AUTehT T4T ATATT e 4R AleAr 7 s arfepus

o

TETSEe (fEHT) WU FRUT g IHT aANRE gaT WRIal ¥ f&0l TqH ITAN T Afhes;

| g AT ey ¥) STeR—MET oo

%) SIS & cAATEUd, SASHAS T SIARVT HY Joams Aol o TILT HTREOT STeramT
Tedegen! & TUAT faehrg ¥ faeaR a1eTes/

) STogTEHl A FFATeT Al TUT ATGHEETaTs Had: Geoll I ool afd fo=e/

1) SSTSAICTAYCAT ST G AThd NfRAHT AGHAT A STedrd AfAfedl oo = 3
TR A cgaEdT fAegADl

) SR RRIRATT o1 QR T SR} Sl MR e s AR o

3ER T GETR A1 IUYFT Thed ToAl3o |

festT TS e SIeed ITHIV AT TaTHhl g1 A &A1 TR 5/90 A1 THAT(
)T WRFHT Fel SST TEEEHT AT T FIATE AMReg Afws | [aRTaAr a@er
Sfqerd ard a1 FSH! Heles aray (el oo FE1 TEEEH TE AR aWE &7 T
A FEEEHT) AT T, AT AT (AE-FIHIGRT GATHT T), AIAF AT, ATST A1 HH
HIFT e T4 ¥ ATee 3 SIS AIHaeed T4 T4 T Hal JISETHT Ash T Jor

xS~ <

T TR Terg, | Gra=Tehl Hal areadl FHd a7 F1F (ATIfE gFT) RERET [aaedsH JaT

R TIR 9 gFEe R030/3q A I FATaA (97 | T 8T q=1ad g ol SFev

HFAITE FATTAT @Y I | A& TATAh AaTaT ¥ TASTANT TIa &7HT 2Tl

TEH GRICTH FaETHT T T I<g, | TIAT GIBEET T IR, A T AT a0 ST |
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Ethical Considerations while Doing Development Research
- Rajkumar Adhikari*

Abstract

Ethico-moral dimension of research demands crucial considerations while performing every
kinds of research. Regardless of its nature and kinds, every researcher needs to comply
fundamental ethical norms to maintain sound ethical practices to enhance reliability and validity
of the research. Basically, ethical matters are self -imforceable driven by inner sense rather than
coercive. Among various fields of research, this article tries to elucidate values and importance
of ethico-moral considerations while doing development research.In this paper a term
'development research’ implies for the study of development activities ranging from the very
inception to the post accomplishment.

In every research three major interrelated player's like sponsor, researcher and participants are
found to be bounded with certain level of their own moral values, principles and ethical
consciences. Sponsors who provide financial support for the research constitutes either positive
or negative interest behind to make investent. Some sponsor intends to undertake research
without revealing themselves. They reserves some rights of confidentiality like non disclosure

about sponsor, non disclosure of purpose etc.
Introduction

Every research has an ethical-moral dimension. Researchers need to prepare
themselves in regards to ethical consideration and consider ethical concerns as they
design a study so that sound ethical practice is built into the study design. Literally,
ethics refers to 'science of morals' Or 'moral principles’. In general sense ethics is the
standard or accepted behafvior of an individual with assumption that such behavior
does not harm other. Codes of ethics provide guidance to researcher but ethical conduct
primarily depends on the behavior of an individual. Every researcher has moral and
professional obligation to be ethical. Compliance of ethical norms is crucial to conduct

a research in ethical way.

* Mr. Adhikari works at National Planning Commission Secretariat as a Planning Officer.
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Ethics define what is or is not legitimate to do, or what "moral” research procedure
involves. There are few ethical absolutes. Although there are few fixed rules, must are
agreed-on principles. These principles, may conflict in practice. Many ethical issues
involve a balance between two values: the pursuit of scientific knowledge and the
rights of those being studied or of others in society. Potential benefits- such as
advancing the understanding of social life, improving decision making, or helping
research participants-must be weighed against potential costs-such as a loss of dignity,

self-esteem, privacy, or democratic freedoms (Neuman, 2006, p.129).

In every research, we find three major role players viz. sponsor, researcher and
participants or respondents are directly or indirectly interrelated with each other. To
some extens each of them constitute their own moral values, principles and ethical
conscience. Ethical considerations obliged by them are described below as per their

individual perspective.
Ethical issues considered from the sponsor perspective

Sponsors are those who provide financial support for the research project. Matters of
funding and funders sometimes become crucial while doing development research.
Even where we are undertaking academic research that we conceive to be unbiased and
concerned with the real issues on the ground, unless the results we write up and publish
are in line with the views of sponsors...if our results conflict with the source’s
ideologies and principles, then we are unlikely either to get further funding, or any
facilities for the wide dissemination of our work. This poses an immediate dilemma for
us: do we ‘publish and be damned’, conveniently forget about the aspects of the
research that are going to cause us problem, or do we manage to fudge the results so
that the problematic data are no longer a problem (B. Lynne, 2006, p.27). Some
sponsors intend to undertake research without revealing themselves. They reserve some
rights of confidentiality i.e. non disclosure about the sponsor, non disclosure of purpose

etc. Some probable unethical conducts of the sponsor are as follows:

1. There may be certain interest either positive or negative behind making such

investment the sponsor is likely to:
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o force for changing interpretation and result

o force for changing or fabricating the data in a biased way, and

o making recommendations beyond the scope of the data collected
2. Sponsor non-disclosure

3. Purpose non-disclosure

> Sponsor <
A
Strong Linkages Weak Linkages
Ethical
Consideration
A\ 4 v
Researcher or Participants

Team

Ar A

I Strong Linkages I—

Fig shows ethical consideration triad and their linkages

4. Force or put pressure on the participants, researchers or enumerators to grant
access to information

5. Altering real data to make the research look better

Ethical issues considered from their
researcher perspective

Ethical principles According to
Shamoo and Resnik (2003):

Most of the ethical conducts found to be ’HO?eSt.y.
» Objectivity
bounded and concerned with researcher and » Integrity
their team. It is obvious that researcher » Carefulness
» Legality
plays crucial role in overall research » Non-discrimination

process. Researcher or enumerator directly

related with participants or respondents,
hence researcher or research team requires fulfilling the ethical obligation at its higher
degree compared to other. Some ethical aspects have to be considered by researcher or

research team is mentioned below:
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1. Be responsive and complete the overall research by adopting pre set methods and

techniques carefully.

2. Maintain congenial relation with sponsor and drive the research towards the

direction of attaining real, valid and reliable conclusion.

3. Respect towards the rights of individual participants

e  Rightto voluntary participation

e  Right to anonymity

e  Rightto well informed (Research purpose, possible harm etc)
e  Right to Confidentiality

e No participation at the risk of harm

e  Rightto no physical harm

° No harm to self-esteem

4.  Respect to socio-cultural values and norms of research areas
5. No faulty report of field data
6. Respect to intellectual property right

Ethical Issues considered from Participant Perspective

Participants are the basics of generating information. To make the research valid and
reliable, information provided by the respondents plays significant role, hence ethical
consideration from the participant side is also prominent. Interest, awareness,
enthusiasm, behavior and their meaningful participation add worth of research. Some

ethical considerations have to make by participant are given below:

1. No pre-occupied mental state, no prejudice response.
2. No stray or non realistic responses.

3. No seeking tendencies.

Ethical conducts are critical aspect of every research. Thus ethics are considered as
inner state of mind, conduct, manner and behavior within the accepted range of

standard. It is mandatory that individual or team who conducts research is genuinely
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concerned with others regarding the impacts induced by their activities performed
during the course of doing research. Some common ethical conducts are explained

below:

1. Plagiarism

Plagiarism is a kind of research scam or fraud that occurs when a researcher steals the
ideas or writings of another without citing the sources or misinterpreting as one's own.
Hence it is considered as serious breach of ethical codes. Without properly
documenting the original sources, use of another's idea or words like one's own is a

kind of steal or cheat or fraud.

2. Invasion of Privacy

During the courses of data collection, collector or enumerator do not make invasion of
privacy. Respect the right of confidentiality of participants and do not intend to
envisage or probe the purely individual and confidential information. Guarantee of
individual privacy is important not only for research validity but also for the protection
of confidentiality of respondents. If researcher able to collect personal information with
consent of respondent, maintaining guarantee of non leakage of such information is
another ethical conduct of researcher. Sensitivity arouses to participant upon the
research and hesitate or do not want to expose their secret information is related with
invasion of privacy. It is somewhat relative and socio-culture specific because some act
of researcher alleged invasion of privacy in one culture is not for other. According to
Bailey (1982) invasion of privacy concerned with "any question that arouses feelings of

anxiety or guilt in a respondent” (p.435).
3. Fabrication and Falsification

Presenting data in bias way with the intention of effecting research conclusion as
deemed or deviating or artificially modifying data during the courses of collection and
analysis is one of the serious violation of ethical code. Alteration of data to make them
look better or fit to theory, false reporting of data and replacing actual data with false
data is strong violation of ethical value. Fabrication and falsification is a kind of breach

of research norms or ethics.
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4. Deception

If the truth or the real gist or intention of research is partially told or telling lie or
compromised with respondents is called deception. In some cases deception is essential
to fulfill the rationale aim of research without any harm to the participants like in
participant observation in field and experimental research. Deception is acceptable only
in certain condition i.e. if there is a specific methodological purpose for it, used only to
minimal degree necessary and a researcher who uses deception should obtain informed
consent (a statement, usually written, that explains aspects of a study to participants
and asks for their voluntary agreement to participate before the study begins), never

misrepresent risks and always debrief the participants afterwards. Debriefing includes:

o Explanation of any deception
o Describing the intention, purpose and goal of the study
o Post study sharing of results

o Post study follow-up medical or psychological attention.

Informed consent statements contain the following:

1 A brief description of the purpose and procedure of the research, including
the expected duration of the study

2 A statement of any risks or discomfort associated with participation

3 A guarantee of anonymity and the confidentiality of records

4 The identification of the researcher and of where to receive information
about subjects' right or questions about the study

5 A statement that participation is completely voluntary and can be
terminated at any time without penalty

6 A statement of alternative procedures that may be used

7 A statement of any benefits or compensation provided to subjects and the

number of subjects involved

8 An offer to provide a summary of findings

Source: Neuman, 2006, p.136

5. Dignity towards cultural and social norms and value

As we earlier discussed that social and cultural values and norms differ accordingly

with difference in study area. Diverse and multidimensional nature of society and
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culture reflects specific considerations of ethical issues while doing research. Hence
every researcher have to be well known and well informed about the social and cultural
values, norms, behavior and practices of study area at first before visiting the field.
Prior consideration of non cause of socio-cultural harm is prime concern of ethical

consideration while doing field based research.

6. Non-publication of data

Publication of data is essential task of research but in some of the cases due to the
confidentiality concern of respondents or non consent of participant to publish some or
whole of the information, researcher have to obey the ethical norms of non publication
of data. But in such cases researcher must elucidate the reason behind non publication

because hiding important information is another unethical conduct.

7. No physical harm, psychological abuse and legal jeopardy

Researcher do not cause physical harm upon any one is straightforward ethical
principle. Practices shows the risk of physical harm is rarely realized in research but the
probability of occurrence of psychological abuse, stress or loss of self-esteem is most
frequent in research due to lack of proper consideration of ethical acts. In some cases it
is found that researcher or enumerator may place the participants in stressful,
embarrassing, anxiety producing or unpleasant pressure situation. All of these acts are
unethical in terms of its conduct. Hence creating a congenial and friendly environment,
polite behavior, informed consent and socio-cultural respect, social inclusion and
rapport building with respondent people and society lessen down the above mentioned
discomfort situation for the participants to response to research and researcher. It is also

crucial to be concise and careful whether it bring legal harm or not to the respondent.

As we earlier discussed various ethical concerns and principles but its responsibility
majorly rests on the nature, behave and inner sense of individual researcher. Creating
coercion, force or pressure, stress and anxiety is never acceptable while doing research.
Ethical concerns primarily focused to researcher and their team but it is equally

important to sponsor and to some extend it is equally important for participant too.
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Measuring the Efficiency of District Public Hospitals in Nepal:
An Application of Data Envelopment Analysis

Prabha Baral*

Abstract

The study aimed to measure technical and scale efficiency of district hospitals in Nepal. Data
Envelopment Analysis (DEA) was employed to measure efficiency of district hospitals in the year
2009 and 2010. The DEA model used number of doctors, nurses, beds and other technical staff
as inputs and outpatient visits, inpatient stay days, number of emergency, and number of
deliveries as output. The yearly analysis revealed that 29 (51.79%) and 30 (53.57%) of the
hospitals were run inefficiently in 2009, and 2010 respectively. The average variable returns to
scale (VRS) technical efficiency scores were 89% and 90% respectively during two years.

1. Introduction

Hospitals are an important part of any health system and the major health care outlets,
both in developed as well as in developing countries. Building and running hospitals
absorb a major share of health expenditure in any country. The production of health
care services requires inputs from a wide variety of sources including health care
professionals, other staff, capital and materials. The right combination of inputs should
produce optimum outputs. Increasing efficiency by reducing costs or increasing outputs

are often desired by the policy makers, responsible for health sector reform.

Health care system of Nepal is in tremendous pressure because of the triple burden
caused by increasing demand of services for communicable diseases, increasing non-
communicable diseases, and poverty. Health care costs are constantly rising due to the
changing life style, new technologies, and high expectations. Nepal spent over 5% of
the GDP in health sector. The Government contribution to total health expenditure is
increasing continuously. Despite an increase in the public funds allocated to health, the
supply of health care insufficient to address the need and demand. As demand for
health care increases and the cost for service provision rises, it is essential to make

more efficient use of the resources already invested to the hospitals.

* Mrs. Baral works at National Planning Commission Secretariat as a Statistical Officer
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The public health delivery system in Nepal is organized under three levels of health
care: primary, secondary, and tertiary. As an important part of the public health system,
Government of Nepal has priotized availing primary-level health services at the local
level (WHO, 2007).

District Hospitals play the key role in providing preventative as well as curative
services and serve as the first referral point for health post, sub-health posts and
primary health care centers. One of the most important functions of the District
Hospitals is to serve the needs of the poor and disadvantaged. However essentials
components of curative services at each level of care not available or not carried out as
defined. District hospitals suffer from persistent shortage of adequately trained health
personnel especially technical staff. There are extensive staff vacancies in hospitals
with unfilled posts and posts that are filled but unmanned. The supply of health
personnel does not correspond to the needs. There is persistent mismatch between the
skills personnel and requirement (MoHP, 2007). Mal-distribution of health staff in
urban and rural and inadequate management control results to the poor quality of
services, high personnel expenses and low staff productivity. Since, health service
delivery is labor intensive, mismatches between needs and the use of available human
resources may cause great negative impact on service performance (MoHP, 2007).
Moreover, scattered population, geographical situation, peoples growing expectations
about the access to quality care are other external factors affecting on the efficiency of
health service delivery in Nepal. In this context, the objective of this paper is to
measure the relative technical and scale efficiency of district hospitals and to explore

the factors affecting the variation of hospital efficiency in Nepal.

The basic concept of efficiency:

Economic efficiency is a product of technical efficiency and allocative efficiency.
Technical efficiency reflects the ability of a firm to obtain maximum of output from a
given set of input and allocative efficiency reflects the ability of a firm to use the input
in optimal proportions, given their respective prices (Coelli T.J., 1996). Modern

efficiency measurement begins with Farrell (1957) who drew upon the work of Derbren
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(1951) and Koopmans (1951) to define a simple measure of firm efficiency. Efficiency

in general is defined as the absence of waste.

Methods to access efficiency:

There are several methods to evaluate efficiency. Some of them are listed below;
e Ratio Analysis (RA)

Least- Square econometrics model (LS)
Total factor Productivity (TFP)

Stochastic frontier model (SF)

Data envelopment analysis (DEA)

DEA provides insights about hospitals efficiency which is not available from other
efficiency evaluation techniques (Sherman.H, 1984) therefore this study was carried

out by using DEA approach.

Data Envelopment Analysis (DEA):

DEA was first introduced by Charness et al in 1978 for measuring the relative
efficiency of organizations such as hospitals and schools that lack the profit
maximization motive. Researchers in a number of fields have quickly recognized that it
is an excellent and easily used methodology for modeling operational processes for
performance evaluations (Das, Vaishnavi and Muralidharan, 2010; Zere et al 2006).
Data Envelopment Analysis (DEA) is the non-parametric mathematical linear
programming approach to frontier estimation that compares a set of organization's
actual inputs used to produce their actual output levels during a common time period
(Coelli,1996). DEA begins with the definition of the unit of assessment, which is
typically called the decision making unit (DMU). In each DMU various resources,
called inputs, are converted into outcomes, called outputs. The efficiency score is
usually expressed as either a number between 0-1 or 0-100%. DMUs that have score
100% or 1 are referred to as efficient given the required inputs and produced outputs. A
decision-making unit with a score less than 100% or less than 1 is deemed inefficient

relative to other units.
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Data and Methods

A cross sectional secondary panel data for the year 2009 and 2010 was used for the
analysis. Data was collected from Department of Health Services. The technical and
scale efficiency of all district hospitals was measured through DEA input-oriented
method under Variable Return to Scale (VRS) assumption. It gives the score of
efficient and inefficient hospitals. Four inputs and four outputs were used while

modeling the health service production.

Input and output variables for DEA

Input (Four input mix) Definition

Number of beds Total number of functioning beds (capital input)
Physicians Including temporary and permanent (Labor input)
Nurses all level including ANM, Staff nurses (Labor input)
Other technical staff Including Health Assistant, Auxilary Health Worker,

Lab tec./Lab ass., Radiographer (Labor input)

Output (Four output mix)

Total outpatients visits Total number of OPD visits

Total inpatient days Total number of IPD days

No. of emergency Total number of emergency cases

No. of deliveries Total number of deliveries conducted in hospitals
Results

Table 1 presents the descriptive statistics (mean, standard deviation, maximum and
minimum) and their trend over the study year for the input and output variables of
sample hospitals. It was seen that the trend of descriptive statistics for input and output

variables change during the period 2009 to 2010.
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Table 1 : Descriptive Statistics of Output and Input Variables

2009 2010
Variables Mean SD Min Max Mean SD Min Max
Out patient
Visits 15482.5 205.76 1889 39945 17720 8413 122 40262
Inpatient

stay days 3559.39 320.04 6 10346 3650.042402.6 58 11492
No.of
emergency 3047 77157 128 17647 4034.043568.8 58 19045
no. of
deliveries 370 13.48 4 1449 442 373.34 2 1549

No. of beds 19.20 .02 7 50 19.89 7.31 7 50
No.of

Doctors 2.86 .36 1 7 3.30 1.56 1 9
No.of

Nurses 499 2.03 2 15 5.04 1.83 1 13
No.of other

technical staff 4.85 1.42 2 9 498 145 3 10

In 2009 a district hospitals on an average employed 2.86 doctors, 4.99 nurses and 4.85
other technical staff (including Health Assistant, Auxiliary Health Worker, Lab
Technician/Assistant, and Radiographer) had a mean capacity of 19.20 beds and served
an average population of 15482.52 in outpatient, 3047 in emergency and deliveries of

370 persons. The mean inpatient stay days in hospitals are 3559.39 for a year.

In 2010 it was seen that the average number of doctor per hospital increased to 3.30
whereas the maximum number of doctor is 9 and minimum number of doctor is one.
The average number of nurses has been raised to 5.04 and the average number of other
technical staff increased slightly from 4.85 to 4.98 during the period. Most of the
output data are in increasing trend in 2010. The outpatient visit is increasing from
15482.52 to 17720 and inpatient stay days rising from 3559.39 to 3650.04. Similarly
the mean no. of emergency and no. of deliveries are also increasing slightly from 3047
and 370 to 4034 and 442 over the period.
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Efficiency result from DEA model

The relative efficiency of district hospitals for the period 2009 and 2010 were estimated
using the input oriented VRS models of DEA. DEA was performed two times for two
different years to compare the yearly efficiency scores. The table 4 shows the summary

of technical and scales efficiency scores.

Table 2: Descriptive Statistics of TE and SE scores

Descriptive Statistics 2009 2010
TE SE TE

SE
Mean 0.895 0.850 0.904
0.78
SD 0.131 0.193 0.124
0.223
Max 1 1 1
1
Min 0.642 0.290 0 .554 0.104
Mean of inefficient 0.796 0.728 0.814
0.612

The result indicates that the average VRS technical efficiency score among whole
sample was 0.895 in 2009 and 0.904 a slight increase in 2010. The inefficient hospital
has an average TE score of 0.796, ranging from .642 to .999 in 2009 and 0.814 ranging
from 0.554 to 0.984 in 2010. This finding implies that if the inefficient hospitals were
operating efficiently, they could produce their current levels of health service output

with 21% and 19% less of their existing health system input endowment.

On the other hand, the average scale efficiency score in sample hospitals are 0.850 in
2009 and decline to 0.781 in 2010. The average scale efficiency score among
inefficient hospitals are 0 .728 in 2009 and 0.612 in 2010. This implies that the scale
inefficient hospital could increase output by 28% and 39% with current inputs level

during two year respectively to become scale efficient.
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In 2009, out of the 56 hospitals, 27 (48.21) % were technically efficient since they had
a relative technical efficiency (TE) score of 100%. The remaining 29 (51.79%) had a
TE score of less than 100%, which means that they were run inefficiently in 20009.
Similarly in 2010, of the 56 hospitals, 26 (46.43%) were technically efficient as they
had relative efficiency score of 1.00 therefore lies on the efficiency frontier and the
remaining had a efficiency score less than one. It was clearly seen that no. of hospital
located in efficiency frontier decline but average efficiency level is improve during the
study period. However there has been not significant change. The VRS model technical
and scale efficiency scores for individual hospitals are contained in Table 5. All the
scale-efficient hospitals displayed constant returns to scale (CRS), implying thereby

that they were operating at their most productive scale sizes.

Table 3: Technical and Scale Efficiency Scores of District Hospitals from VRS model

2009 2010

S.N. Hospital name TE SE TE

SE
1 Bhojpur 0.814 0.841 irs 0.750 0.728 irs
2 Dhankuta 0.896 1 - 0.892 0.988 drs
3 Ilam 0.879 0.820 irs 1 0.922 irs
4 Khotang 0.886 0.960 drs 1 0.965 irs
5 Rangeli 1 0.925 irs 0.873 0.650 irs
6 Panchthar 1 1 - 1 1 -
7 Sankhuwasabha  0.999  0.962 irs 0.730 0.976 irs
8 Siraha 1 0.840 irs 0.877 0.704 irs
9 Solukhumbu 0.590 0.214 irs 0.788 0.365 irs
10  Sunsari 1 1 - 1 1 -
11 Taplejung 1 1 - 1 1 -
12 Tehrathum 0.782 0.684 irs 0.659 0.744 irs
13 Udayapur 1 1 - 0.951 0.788 irs
14  Kalaiya 1 1 - 1 1 -
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15  Dhading 1 1 - 0.969 0.871 irs
16  Mabhottari 0.912 0.954 drs 0.664 0.830 irs
17  Hetauda 1 1 - 1 1 -

18  Trishuli 1 1 - 1 1 -

19 Rasuwa 0.601 0.330 irs 0.800 0.239 irs
20  Gaur 1 1 - 1 1 -

21  Sarlahi 0.779 0.832 irs 1 1 -

22 Sindhuli 0.883 0.824 irs 0.860 0.676 irs
23 Sindhupalchowk 0.944 0.915 irs 1 0.718 irs
24 Argakhanchi 0.726  0.588 irs 0.643 0.534 irs
25  Baglung 0.658 0.993 irs 0.771 0.977 irs
26  Gorkha 0.970 0.976 irs 1 1 -

27  Tamghans 0.757 0.638 irs 1 1 -

28  Kapilbastu 1 1 - 0.971 0.844 irs
29  Manang 1 0.52 irs 1 0.104 irs
30  Mustang 1 0.613 irs 1 0.360 irs
31 Beni 0.745 0.942 irs 0.806 0.911 irs
32  Nawalparasi 0.947 0.888 irs 0.761 0.677 Irs
33  Palpa 0.642 0.761 irs 0.672 0.479 Irs
34 Parbat 1 0.880 irs 0.969 0.718 irs
35  Bhairahawa 0.642 0.843 irs 0.554 0.853 irs
36  Syangja 0.816 0.814 irs 0.987 0.704 irs
37  Damauli 0.760 0.999 drs 0.863 0.852 drs
38 Bardiya 0.749 0.975 irs 1 1 -

39  Dailekh 0.830 0.952 irs 0.680 0.967 irs
40  Dolpa 1 1 - 1 0.352 irs
41  Humla 1 0.876 irs 1 1 -

42 Jajarkot 1 1 - 0.888 0.636 irs
43 Jumla 1 0.882 irs 1 0.753 irs
44  Kalikot 1 1 - 1 0.832 irs
45  Mugu 0.911 0.822 irs 1 0.655 irs
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46  Pyuthan 1 0975 irs 0.905 0.958 irs

47  Rolpa 1 0.901 irs 1 1 -

48  Rukum 1 1 - 1 1 -

49  Salyan 0.788 0.767 irs 0.81 0.597 irs
50  Achham 1 0.992 irs 0.994 0.917 irs
51  Baitadi 1 1 - 0.859 0.720 irs
52  Bajhang 1 0.290 irs 0.908 0.589 irs
53  Bajura 1 0714 irs 1 0.580 irs
54  Dadeldhura 0.742 0.797 irs 1 0.846 irs
55  Darchula 0.809 0.560 irs 1 0.726 irs
56 Doti 0.651 0.566 irs 0.770 0.494 irs

Mean 0.895 0.850 0.904 0.781

In 2009 and 2010, out of 56 hospitals analyzed, sixteen (28.6%) and fourteen (28.6)%
hospitals displayed constant return to scale, which means that they had the most
productive size for that particular input-output mix. Increasing return to scale (IRS)
was found during the two year in 37 (66%) and 40 (71.43) hospitals, respectively.

Three and two hospitals manifested decreasing return to scale (DRS).

In order to operate at the most productive scale size (MPSS), a hospital exhibiting DRS
should scale down both its outputs and inputs. Similarly, if a hospital is displaying IRS,
it should expand both its outputs and inputs. Decreasing returns to scale (also known as
diseconomies of scale) implies that unit costs increase as output increases and thus the
hospital is too large for the volume of activities that it conducts. In contrast, a hospital
with increasing returns to scale (economies of scale), since unit costs decrease as
outputs increase, is relatively small for its scale of operations. Since the best firm have
perform score on a scale of 0 to 1, the difference in score gives management policy

makers an idea of the scope of improvement possible.

Input Savings

Table 4 gives the summary of excess inputs for actual output or shortfall output for
current level of inputs.
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Table 4 : Total input reductions needed to make inefficient public hospitals efficient

Variables 2009 2010
Actual Exces: Actual Excess
No. of Beds 1075 18 10
1114

No. of Doctor 160 18 185 15
Nurses 280 27 82 12

Other technical 272 12 279 11

staff

The inefficient hospitals could become technically efficient if they were to reduce their
current inputs such as number of beds, medical officers, nurses and other technical staff
by 1.67%, 11%, 10%, and 4% respectively in 2009 and 0.89%, 8%, 4% and 4% in
2010.

Conclusion

The study has shown a considerable variation in hospitals productivity across the
country. The analysis revealed that only 48.21% and 46.43% of the hospitals in 2009
and 2010 had a TE rating of 100%; implying that they are operating relatively
efficiently compared to their peers. These hospitals are using fewer inputs to produce
more outputs compared to inefficient peers. On the other hand, 51.79% and 53.57%
hospitals run inefficiently in 2009 and 2010 compared with most efficient hospitals in
the sample. The average VRSTE score of hospitals improved slightly over time
however, number of efficient hospitals has been declined over time. On an average,
inefficient hospitals utilized larger numbers of inputs. Even with their excess inputs,
however, inefficient hospitals produced less output than their relatively efficient

counterparts.

The inefficiency levels observed suggest a substantial amount of input savings, which
could go a long way in injecting additional resources to the health system to address the
backlog of inequities and/or further improve the quality of the available health care.

The study further reveals that the prevalent scale inefficiency is increasing returns to
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scale. In the presence of increasing returns to scale, expansion of outputs reduces unit
costs. However, increasing the level of outputs requires an increase in the demand for

health care, which is beyond the control of the hospital management.

It also shows that the inefficient (52 per cent) hospitals taken together have 18 excess
beds; 18 excess doctors, 20 excess numbers of staff nurses, and 12 other technical staff
in 2009 and 53 percent inefficient hospitals have 10 excess beds 15 excess doctors, 12
nurses and 11other technical staff in 2010. Therefore, given the need for strengthening
health services at the primary levels, these excess physician, nurses and other staff can
be transferred to the under staffed hospitals or PHCs to provide primary health care.
Alternatively, these excess resources can be redeployed to increase the size in those
district headquarter hospitals that are technically efficient and experience increasing

returns to scale (IRS).

Policy Implications

The study has demonstrated how well the district hospitals are performing. The
presence of inefficiencies indicates that a hospital has excess inputs or insufficient
outputs compared to those hospitals on the efficient frontier. With regard to hospitals
with excess inputs, the policy makers could transfer excess doctors, nurses, beds and

other technical staff to other needy facilities.

Efficiency measurement and benchmarking should be institutionalize within national
Health Management Information Systems (HMIS). Therefore, HMIS capacity ought to
be enhanced to routinely capture the input, input prices and output data which could be

used to monitor economic efficiency among hospitals and lower level facilities.

The policy maker should use the evidence of scale efficiency analysis in decision
making about which district hospital should be downsized or upsized. According to
IRS pattern of scale efficiency, increasing the number of beds can increase scale
efficiency however the right mix of capital and labor need to be concerned to increase

technical efficiency.
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Poverty Identity Card Distribution: A Theoretical Analysis
Dipesh Ghimire*

Abstract

The Government of Nepal lunched ambitious program- ‘poor household identification and
distribution of poverty identity card’ on September 2012. The government plans to issue the
poverty identity card to around 7 million people, which is 25.2 percent of the total population of
Nepal. This is based on the monetary approach. But in Nepal, this approach of identifying poor
is not a complete approach in itself. There are also other approaches for identifying the poor
which are Capability Approach, Social Exclusion, Participatory Poverty Assessments (PPA) and
Multidimensional Poverty Indicator. However, this work started without being clear theoretically
and not considering the basis of measurement according to the situation of the country, doesn’t
seem to acquire the expected result. This paper attempts to clear the major concepts of the
poverty measurements approaches. Similarly, it is aimed to sketch out the major challenges of
this program.

Key Words: Poor, Poverty, Poor household identification, Poverty identity card.

1. Background

Governament of Nepal launched ambitious program- ‘poor household identification and
distribution of poverty identity card'-in September 2012. The main aim of this task was
to identify the poor all over the country, distribute identity cards and distribute subsidy
packages to them. Poverty Alleviation Fund (PAF) is the implementating agency of this
program. It has been executing its fist phase of program in 25 districs® having the

highest poor population.

The government of Nepal plans to issue the poverty identity card to around 7 million
people, which is 25.2 percent of the total population of Nepal. According to the PAF,
the identity cardholders will receive subsidies in food, education, health, transporation
and other facilities. Immediately after the announcement of the program, it attracted
lots of attention of people, media and the civil society members. Some people
supporting to government program. They say it is important work for identifying the
poor. However, some people are not supporting. They blame that it is merely a

publicity stunt and a populist work.

* Ghimire is doing Mphil in Sociology from TU. He is associated with GoGo Foundation, Nepal

1 25 districts from where the distribution has started include Achham, Bajhang, Bajura, Kailali, Jumla,
Humla, mugu, Dolpa, Kalikot, Bardiya, Rukum, Rolpa, Pyuthan, Arghakhanchi, Kapilbastu, Tanahu,
Baglung, Gorkha, Ramechhap, Sindhuli, Rautahat, Siraha, Khotang, and Bhojpur . Kathmandu Post 17
September 2012.
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This article discusses the arguments of both sides. | have sketched the implications of
the program from a sociological viewpoint. | am also trying to critically examine the
challenges of the program and suggest better ways to identify the poor and help them

effectively.

2. Sociology of poverty

Poverty is a social problem. Sociological interests in poverty centers around the ideas
of the ‘culture of poverty’ and the effects of ‘place’on poverty. In sociological
explanation, the role of culture, power, social structure, and other factors that are rarely
out of control of the individual are the main forces of poverty. Poverty is a
multidimensinonal concept. There are mainly four approaches to define and measure
poverty; monetary approach, capability approach, social exclusion approach and
participatory poverty approach (Laderchi, Saith and Stewart 2003). There is another
approach developed by Oxford University (OU). OU studied for United Nations
Development Program (UNDP) on the basis of this later approach (Alkire and Santos
2010). All these approaches have their own dimensions and concerns to define and
measure the poverty. The different approaches for the measurement of Poverty are

described in brief below.

First, the monetary approach to the identification and measurement of poverty is the
most commonly used one. It identifies poverty on the basis of shortfall in consumption
(or income) from poverty line (Laderchi, Saith and Stewart 2003). The valuation of the
different components of income or consumption is done at market prices, which
requires identification of the relevant market and the imputation of monetary values for
those items that are not valued through the market (ibid). It defines poverty as an
individual aspect and measures the level of poverty with respect to the capacity of
expenditure and fulfilling the minimum amount of food (in calories), shelter and

clothes.

Second, the capability approach rejects monetary income as its measure of well-being,
and instead focuses on indicators of the freedom to live a valued life. In this
framework, poverty is defined as deprivation in the space of capability approach, or

failure to achieve certain minimal or basic capabilities, where 'basic capabilities' are
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'the ability to satisfy certain crucially important functioning up to certain minimally
adequate levels' (Sen, 1993). The capability approach constitutes an alternative way of
conceptualizing individual behavior, assessing well-being and identifying policy
objectives, based on the rejection of utilitarianism as the measure of welfare and of

utility maximization as a behavioral assumption (ibid).

It emphasizes well-being which is seen as the freedom of individual. Therefore poverty
must be related to the human freedom and quality of life in an individualistic way that

can be achieved through certain capabilities development (ibid).

Third, Social Exclusion this concept was developed in industrialized countries to
describe the processes of marginalization and deprivation that can arise even within
rich countries with comprehensive welfare provisions (Laderchi, Saith and Stewart
2003). The European Union defines social exclusion as a ‘process through which
individuals or groups are wholly or partially excluded from full participation in the
society in which they live' (European Foundation, 1995). Social Exclusion leads to a
focus on distributional issues. The situation of those deprived relative to the norm
generally cannot improve without some redistribution of opportunities and outcomes—
whereas monetary poverty and capability poverty can be reduced through growth
without redistribution (Atkinson1998).

Fourth, Participatory Poverty Assessments (PPA) pioneered by Robert Chambers. This
approach's main aims are get people themselves to participate in decisions about what it
means to be poor, and the magnitude of poverty (Chambers 1994). The practice of
participatory poverty assessments evolved from PRA defined as 'a growing family of
approaches and methods to enable local people to share, enhance and analyze their
knowledge of life and conditions, to plan and to act' (Laderchi, Saith and Stewart
2003). It suggests providing opportunity to people to ‘participate in decisions about
what it means to be poor, and the magnitude of poverty’ (Chambers, 1994). PPA
attempts ‘to understand poverty dimensions within the social, cultural, economic and

political environment of a locality’ (Booth et al. 1998).

Similarly, the multidimensional poverty indicator developed by Oxford University has

become an important and more efficient approach for the measurement and
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determination of poverty. This measures poverty on the basis of three different facets.
These three facets are Living standard, education and health. Living standard is seen on
the basis of six aspects via asset, the ground of home, fuel for cooking, drinking water,
sewage disposal and facility of electricity. Similarly, education is measured on the basis
of sent to school or not and admitted to school or not. Health includes nutrition and
child death (Alkire and Santos 2010).

The Oxford Poverty and Human Development Initiative (OPHI) have developed a new
international measure of poverty-the Multidimensional Poverty Index (MPI) - for the
20™ Anniversary edition of the UNDP's flagship Human Development Report. The new
innovative index goes beyond a traditional focus on income to reflect the multiple
deprivations that a poor person faces with respect to education, health and living
standard (Alkire and Santos, 2010)

Based on these five approaches of identifying and measuring poverty, anyone can
analyze poverty in depth. There is no single valid and correct definition.There is a
number of possible ways to identify the poor and poverty. The latest poverty identity
card distribution is based on the monetary approach. The measurement of poverty is
carried out on the basis of one’s income and the card is distributed. But in Nepal, this
approach of idenfitying poor is not a complete approach in itself. | artue that

multidimensional poverty index is the best way to identify the poverty in Nepal.

3. Situation of poverty in Nepal

The latest comparative analysis of National Living Standards Survey (NLSS) I, 1l and
111, shows that poverty has been on declining. The poverty rate in 1995-6 was 41.8
percent. Similarly, 30.8 percent was 2003-4 and 25.2 percent was 2010-11. It shows
that as government of Nepal’s poverty reduction strategy, the poverty decline rate is
around 17 percent in the 15 years period. According to the 2010-11 NLSS, an
individual in Nepal is considered poor if his/her per-capita income total annual

consumption is below Rs. 19,243.

There are different patterns of poverty such as based on occupation, region, gender,

caste and ethnicity and access to facilities. Urban hill is the least poor region with a
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poverty rate of 9 percent. The depth and severity of pverty is also the lowest for this
region. Within urban areas, poverty ranges from 9 percent in urban hills to 22 percent
in urban Tarai. Within rural hills, poverty ranges from 16 percent in Eastern reion to 37
percet in mid and Far Western region. Within rural Tarai, poverty range from 21

percent in Eastern region to 31 percent in mid and Far Western region.

Poverty is depends on caste, ethnicity, gender and access to facilities. Through caste and
ethnicity perspective, the poverty rate of Hill Dalits and Tarai Dalits is higher than non-
Dalits. Both comprise 43.63 percent and 38.16 percent respectively, whereas Hill
Brahman (10.34) and Newar’s (10.25) poverty rate is low than others. Within Janajati
groups, Tarai Janajati has 25.93 percent rate while poverty rate is 28.25 percent in Hill
Janajati is 21.8 percent. Thus, we should understand different dynamics of poverty

when we define and measure it in the Nepalese context.
4. Challenges of identity card distribution

There are lots of questions floating on the program when it was announced. Poor are
skeptical about the program, saying it does not really help them in alleviating the

poverty, and it is merely a political propaganda.

The latest poverty identity card distribution is based on the monetary approach. The
measurement of poverty is carried out on the basis of one’s income and the card is
distributed. But in Nepal, this approach of identifying poor is not a complete approach
in itself. The situation of identifying the poor only on the basis of income or
consumption capacity and various expenditures in a family doesnot exist in Nepal at

present.

Discrimination, weak infrastructural economy, limited production basis, low
productivity, weak governance, exclusion, and weak redistribution process and
moreover the inefficient programmes aimed are some problems which increases the
state of Poverty in Nepal (National Planning Commission, 2067). In Nepal it is not
meaningful to analyze poverty according to class of people. In Nepal, women, Dalits,
Janajati, Madhesi, people from rural areas, physically disabled, linguistically, religious

and rulturally back people are also poor (Ibid). Thus if those who are poor in terms of
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gender, region, class are identified as poor just with respect to the income and

consumption capacity the poverty identitycard distribution work cannot be effective.

The representation of people in Nepal is different in different regions with respect to
caste, language, religion, gender, culture and so on. The higher caste people have
strong access in various public, political and also private sctors but it is weaker in case
of dalits and other lower caste people. The Table 1 below shows the fact of difference
in representation on the basis of caste. This means the representation in public, political
and private sectors are affected by economy, caste, language, region, and class of

people.

Table 1 : Representation of various caste/ethnic groups in different sectors 2005.

Sector Upper-caste Janajati Madhesi Dalit Newar | Total
Hill
Bahun/Chhetri
Public 82 7 9 2 14 114
Political 93 20 11 1 14 139
Private 21 3 30 0 42 96
Civil 94 9 18 1 19 141
Society
Total 290 39 68 4 89 490
Percentage | 59.2 23.1 13.9 0.8 18.2 100

Source: Neaupane 2005; UNDP 2009.

(Note: Public sector includes Supreme Court, constitutional bodies' cabinet of ministers, members of lower
and upper houses of parliament; political sector includes leaders of political parties; private sector includes
individuals holding leadership positions in Federation of Nepali Chamber of Commerce and Industry
(FNCCI) and Chamber of Commers; civil society includes heads of different professional groups and meadia
houses).

The above data figures out that the representation of people in different regions is
affected by castes and regions. According to this data, people from terai, Dalits and
Janajati are mostly excluded. The social, educational, financial and health condition of
these excluded is vulnerable. Due to various culture and tradition in different castes,
their situation is very weak inspite of having standard income. Though people from

rural areas earn a minimum of 19 thousand 2 hundred 43 rupees yearly, they are
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deprived of minimum health service. They are not able to send their children to school.

These issues cannot be addressed with income and consumption approach alone.

National Planning Commission measures poverty on the basis of income and
consumption capacity according to which one is addressed as poor when he has no
ability to consume food equal to 2144 calorie. Thus till today the measurement of
poverty we are carrying out is based on only one dimension that is income and
consumption capacity. This approach cannot measure the overall poverty. This
approach cannot cover all the aspects related to a person such as his ability, social
exclusion, and participation in development and so on. Thus the understanding poverty,
measuring it and distribution of identity card considering the income and consumption
is not a better one. Further, understanding the poverty on the basis of income and
identifying poor as those having a minimum of yearly income 19 thousand two hundred
and fourty three rupees and distribution of poverty identity card is not a genuine

concept as well as unsuitable theretically.

Before distributing the poor identity card the genuine discussion on the dimension of
measurement of poverty was necessary because the number of poor is determined by its
definition and approach of its measurement. For example, from the survey of NLSS
2010-11 on the basis of income and consumption capacity the number of poor
households in Nepal is 25.4 in total populations while the study of Oxford University
on the basis of multidimensional poverty indicators; it is 65 percent out of total
population. The poverty data differs when the dimension of measurement differs. Thus
there are a number of bases to suspect on the achievement of set goals of this march

before having adequate discussion on the identification and measurement of poverty.

The measurement of poverty by monetary approach in the developing country like
Nepal cannot provide the realistic and actual data. This approach has some profound
weaknesses. The most abstruse one is the belief on market system. The monetary
approach works effectively only when the market system works effectively in the given
place. The measurement of poverty on the basis of income doesnot consider the public

entity and non-market system.In the country like Nepal the market system cannot work
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effectively due to various reasons. In this situation the income based poverty

measurement cannot give the actual and justifiable data.

The next weakness of income based measurement is the disability to find the type of
goods or service one purchages with his income.? For example among two persons who
have equal income, one spends all his money in casino while the other spends in the
health, education and other needs of his family then the second person seems to be rich
regardless of how the income is used for consumption. But the definition of poor in
terms of income ranks both in a same class. Simirarly, the street children collecting
garbages in the street may earn more than 20 thousand yearly but he is still poor. So the
approach is incomplete in itself. Thus it is experienced that the concept of poverty
generally taken today in terms of income cannot cover all the aspects of poverty. The
importance of non-physical entities is the matter of discussion, no matter, might be

only in the theory.

The examples presented above make clear that the measurement of poverty in terms of
income and consumption cannot measure the actual poverty situation of majority of
people in Nepal. In this sense, if fruit of development is aimed for the general people

then it is necessary to improve our rules, regulations and concept.

If the basis of measurement of poverty and its definition according to the condition of
country was developed before distributing the poor identity card, the aimed result could
be achieved. For this, genuine discussions and debates on the theoretical concept for
poverty measurement were unavoidable. According to clause 5 of Identification of Poor
Households and Identity Card Management and Distribution Directives approved by
the Council of Ministry on Bhadra 18, 2069, the right to approval of suitable basis,
procedures, terms and conditions for identifying the poor households is given to Right

to Cooperation and Uniformity Board.

Nepal is cofined to the poverty alleviation for almost two decades. Millions of rupees
have been spent in the name of poverty alleviation. In this situation, the identification

of poor, distribution of identity card and distributing the subsidy package is very

2 On the basis of talk held with the economist Prof. Dr. Bishwombher Pyakurel.
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important in itself. But the poor identity card distribution, based on the primitive values

and concept and based on unclear theory has following challenges:

e This march was started without being clear about the terms and conditions of
poverty. According to vicechairman of Poverty Alleviation Fund, the condition for
poverty measurement is based on consumption capacity and various expenditures in
a family. This monetary approach for poverty measurement is incomplete and
isolated in itself. This approach which has got failure in the early 1970s is not
suitable for today’s world. There is possibility that it increases more problems in the
Nepalese society. This is an important challenge.

e The condition of social exclusion is more vigorous in Nepal. Inspite of having proper
income, the people fromnminor class, caste and Adhibasi Janajati are vulnerable due
to various reasons. Social exclusion is itself a reason for poverty. Neglecting this
issues and problems arised from this in the measurement of poverty is not good.

e The study carried out by Oxford University of Britain for UNDP has published that
65 percent of Nepalese people are under the poverty line while National Planning
Commission is claiming this to be only 25.4 percent. Oxford University developed
Multidimensional poverty indicator when consumption capacity and expenditure
couldnot show the actual data of poverty and worked on the basis of that indicator all
over the world. National Planning Commission also proposed about this but has not
still presented its clear and solid concept for that. Distributing poverty identity card
to only 25.4 percent of Nepalese people while the publicity of fact that 65 percent of
Nepalese are poor, on the basis of living standard, health and education is being
carried out proves for incompleteness and cheap political publicity only. This is next
challenge.

¢ For identification and alleviation of poverty, the related body has not carried out any
study neither it has collected data for this. The poverty alleviation fund has started to
distribute the identity card assuming that about 70 lakh of Nepalese people is poor on
the basis of data from Central Bureau of Statistics. How realistic is this? This is also
a challenge in itself.

o The distribution of poverty identity card has been started with an aim of completing

this within 9 months. Due to this the work incomplete in itself.
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5. Conclusion

The picture of poverty in Nepal is very terrific. The number of absolute poor is large
and same is the condition of relative poor. There are more poor people who are not able
to join their hand and mouth day and night. The policy of government for distributing
the poverty identity card and subsidy packages for them is a very appreciative task in
itself. The expected aim of poverty alleviation program of the concluded three years
plan is the identification of poor and distribution of identity card for them shall be
completed. In this sense also this task is important work in itself. However this work
started without being clear theoretically and not considering the basis of measurement

according to the situation of the country, doesnot seem to acquire the aspected result.

Thus if the measurement of poverty was carried out on the basis of multifaceted
poverty indicators instead of isolated concept of monetary approach then it could
address the overall poverty. The multifaceted poverty indicators measure the poverty in
three dimensions. As stated earlier, living standard is seen on the basis of six aspects
via asset, the total space of home, fuel for cooking, drinking water, sewage disposal and
facility of electricity. Similarly, education is measured on the basis of sent to school or
not and admitted to school or not. Health includes nutrition and child death. In case of
Nepal it is very suitable approach. This could help to identify the poor in an efficient

way and help to find out the solution.

Anyone cannot get rid of poverty by having money. In the country like Nepal where
market system has not been developed fully, the nation itself has a crucial
responsibility for alleviating poverty. Thus when the government of Nepal states that
only 25.2 percent of Nepalese people are poor and makes plan and policy of
distributing poor identity card to them, the problem remains same for a large number of
poor who are socially excluded and vulnerable ones. Some poor people get identity
card and the subsidy packages to. However the overall change and aimed target cannot
be achieved by this. It is necessary to analyze the entities that are increasing poverty by
measuring the poverty on the basis of multifaceted poverty indicators considering the
geography, caste and linguistic diversity. It would be better to go ahead for developing

new policies on this basis.
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Strengthening Food Security through Commercial Agriculture and Improved
Extension System

Niraj Prasad Koirala*

Abstract

While Nepal has been passing through political transition, it is a fact that the nation has not been
able to achieve its development goals as expected and agriculture is not an exception on this.
Nepalese agriculture is characterised by low input and low output and the condition is woresned
by lack of proper back up in technological innovation accompanied by limitation of the
mandate of agricultural academic institutions to teaching only. Due to this, the nation is facing
food insecurity in many parts and that is hindering the achievement of millennium development
goals (MDGs). In order to compete in the international market and to achieve food security,
prevalent institutional economics of Nepalese agriculture needs to be changed. Competitive
agriculture needs to be promoted together with bringing pro-poor agricultural policies. Access
to irrigation, inputs and market information are the key determinants of commercial agriculture.
Development of determinants of competitive agriculture can be ensured by bringing public
investment oriented policies and can be implemented in partnership with farmers group, co-
operatives and universities. Agricultural extension system, being a crucial tool for rural
development, needs to be made broader so that even universities can practice the system. In
addition, the extension should be strengthened to meet the demands like agro-tourism and post-

harvest loss so that food insecurity can be minimized together with increasing farm income.

Key Words: MDGs, Universities, Extension

Introduction
Nepal is an agrarian country which is evinced by involvement of 65.6 percent of

citizens in this activity. Agriculture sector contributes 35.12 perecnt to the GDP of the
nation (AICC, 2070). Here agriculture has been a way of life rather than a profession.
Due to this fact, majority of farmers are recognized by subsistence agricultural practice.
Subsistence agricultural practices coupled with increasing population and adverse
climate effects, exploring alternative method of agriculture has become obvious in

order to make the nation food secure. Similarly the increasing agricultural trade deficit

* Mr. Koirala has published this report on Internship at the National Planning Commission (24/02/2013 -
29/03/2013) and he is from the Institute of Agriculture and Animal Science, Chitwan, Nepal, he can be
reached at nirajprasad_koirala@yahoo.com
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, increasing inflation and weak governmental regulation over food markets have

challenged the existing agricultural production status and strategies.

It was only in 1980 when the term food security was introduced in Nepalese policies
due to the world’s focus to the food problem in late 1970s. Since then the national
policies have been focusing on increasing the agricultural production to meet the
domestic food demand. The sixth five-year plan (1980-85) had an important objective
of satisfying the food demand by increasing the production at higher rate and opening
the door of productive employment opportunities (NPC,1980). Such objectives had to
set because of higher population growth rate in comparison to agricultural production
rate and contraction of the exportable surplus of the the food grains. Despite of
production targets, the nation started to convert into net food importing country from an
exporting country since 1987/88. Due to this fact, government of Nepal has been
giving preference to food security. But the results are not satisfactory and still 3.6

million people are under the risk of food insecurity (WFP,2007).

This paper aims to explore significant issues related to agricultural system as a whole in
relavance to food security. Some key constraints and policy recommendations are
discussed in order to support agricultural development and other siginificant issues
related to increase farm family income and poverty reduction in the country as a whole.
Such issues are described with commercial agriculture and extension system as a basis

for achieving food security in the nation.
Current State of Agricultural System in Nepal

Nepal is an agricultural country where 88 percentage of the total population reside in
rural areas and 78 percentage of adult rural population are engaged in agriculture
(MOAC, 2008). Nepal has 3.09 million hectares of cultivated land and additional 1.3
million hectares of cultivable land (AICC, 2070). Similarly the area of irrigated lands
in Nepal is 1.25 million hectares up to 2010/11. In addition to this, the average land
holdings of a household are 0.7 ha. Due to this statistics, it becomes easy to interpret
that agriculture in Nepal is mainly subsistence in nature. It is important to know that the
size of land holding is critical issue in productivity and equity distribution (CSRC,
2009).
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Nepalese agriculture is based on low-input and low-output fashion. Lack of fertilizers
in planting time, lack of proper irrigation infrastructures, highly improved varieties of
crop seeds and lack of endogenous agricultural strategies in policy level, have marred
the farmers. As a result, the productivity of crops in Nepal is very low in comparison to
other South Asian Countries. The productivity of major cereal crops i.e. rice, wheat and
maize are respectively 3.3 ton/ha, 2.3 ton/ha & 2.5 ton/ha which are very low in
comparison to other South Asian nations. Similarly the growth rate of cereal production
is least in Nepal while comparing to other South Asian countries and is equal to 1.7
percentages. In case of developing nations like Nepal, the production of cereal crops
possess greater importance in enhancing food security as majority of the population
take cereal crops as source of staple food. Therefore, proper consideration must be
given to the domestic production of food crops. For achieving that, government of
Nepal needs to focus towards competitive agricultural market and consequently should

prepare its extension men power ready for competitive agriculture.
Food Security Status in Nepal

Food security is defined when every people at any time have access to safe, sufficient
and nutritious food to meet their dietary requirements. Food security has four aspects
which are food availability, food access, food utilization and food stability. Food
security is multidimensional in nature and varies from nations to nations, depending
upon socio-economic status of a society and timings. These factors can be grouped into
3 groups. They are 1) socio-economic, political and natural environment 2) activities in
food economy and 3) household level food security (FAO, 2010). As a result of
population growth, agricultural stagnation and political upheavals, the threat of food
insecurity in Nepal is substantial (Shively et al., 2011). The Global Hunger Index score
of Nepal in 2012 was 20.3 and is placed in 60™ position out of ranked 79 countries. In
this way Nepal is facing food security at an alarming level. In case of Nepal, the
highest incidence of food insecurity has been found in far and Mid-western Mountain
and hilly region. Hunger index score in those areas is about 30 (Hollema &
Bishokarma, 2009). Food insecurity has direct impact on nutrition condition of the
children who are regarded as the future of nation. According to the data from Nepal

Demographic and Health Survey (NDHS, 2011), forty one percentage of children
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below the age of five years are short of age and 16 percentage are severely stunted.
Stunting is the result of inadequacy of food over an extended period of time. Highest
rate of hunger are found in hill and mountain areas of Nepal where about half of the

population are stunted and more than one third are under weighted.

Nepal being predominately agricultural in Nepal, the increasing trade deficit resulting
into high inflation suggests that the nation is at difficult position to ensure food security
to its citizens. It is interesting fact to know that the regional and local food production
and demand pattern always may not match with the national scenario. Although
majority of people are involved in agriculture, they were not able to produce sufficient
food grains at their farm when the nation was food self-sufficient (CBS, 2002). It is sad
to know that the mountain and hilly areas of Nepal were under severe food insecurity
due to limitation in market access, when the nation was food self sufficient. In the year
2001, 13 out of 16 districts in the mountainous region and 33 out of 39 districts in hilly
region suffered the food deficit condition which led to per capita food deficit of 47 kg
per year in the mountain and 32 kg per capita in the hills, in opposite to the per capita
food surplus of 45 kg per capita surplus at the national level (Pyakuryal et al., 2005 in
Joshi et al., 2010). In the year 2006/07, number of food districts was reduced to 44 but
the total food grain balance reached negative (FAO & WFP, 2007 in Joshi et al., 2010).

It is necessary to understand food security from socio-economic perspective also. Food
security is not only prevalent in the hills and mountain region of mid and far-western
region. Moreover food insecurity is prevalent severely in the marginal people and so
called low caste people in those districts in Terai which is the food basket of Nepal.
The reason is that those people are little known of safe food, nutrition and sanitation
and is fueled by the low purchasing power. According to the observation of World
Food Program, the income inequality is higher in Terai region in comparison to other
region (WFP, 2007). Due to this fact the marginal people who include Tharus,
Kamayas and Terai Dalits are subjected to vulnerability and consequently Terai region
is recognized by high wasting levels often higher than emergency level (Shively et al.,
2011).
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In this way, food insecurity in Nepal is very complex process and is not a result of only
one factor. There are several factors which together are determining the food security
condition. Access to resources, ecological setting, accessibility, marketing
opportunities, availability of common property resources, family size and composition,
ethnicity, gender, social network, education and political assertiveness are regarded as
the key determinants of food security condition in Nepal (Adhikari & Bohle, 1999).
However more importance should be given to family size, operational land holdings
and livestock holdings (Joshi et al., 2012). Due to improper access to the food insecure
zone, foods from Terai region are not sold in Mountainous and hilly regions due to

probable high investment. Instead the commodities are sold to India or Bangladesh.
Economics of Food Security in Nepal

Due to lack of those determinants, Nepal is gradually being food importer and the
political instability seems to fuel the market volatility, increasing the consumer price
of food. Similarly frequent rise in food price index as reported by the FAO, symbolises
the decrease in food purchasing power of poor people across the world. Poor people in
Nepal are also being affected due to such price upheavals pushing them on the brink of
food insecurity. In the lack of discussion about effect of international food price
fluctuations in food access condition of Nepal, the nation is not able to combat socio-

economic effects resulted due to any price changes in food in international level.

In domestic market, food prices are increasing at rapid rate than prices of general
commodities. The food price index (FDI) has been gradually increasing the consumer
price index (CPI) whose annual derivation gives the inflation rate. According to the
CIA world factbook, the inflation of Nepal in 2012 was estimated to be 8.3% and is in
180th position in the world ranking. Nepal does not produce sufficient food required to
feed its citizens, as a result it has to import food from other countries to meet domestic
food deficit. During the last 7 months of the 2012/2013 fiscal year, Nepal imported
food grains equivalent to 11.62 billion rupees which is double of the import money
incurred during the same period in the last year. In figurative scale, Nepal faced food
deficit equivalent to 316,000 metric ton in 2010. In 2009 the agricultural trade deficit

was equivalent to $270 million. In this way Nepal is spending heavy money to import
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food, which has been hindering growths and development in other sectors.
Consequently necessity to import foods from other nations, is creating foreign
exchange burden to nation. The exporting items from Nepal are limited to fewer in
number. Mostly the exported agricultural items are tea, coffee and large cardamom.
Due to limitation in exportable agricultural crops accompanied with trade deficit, there

is necessary to diversify the national economy (TPR, 2012).

Commercialization of Agriculture in Relevance to Nepal

Increasing productivity of agriculture and shifting people from subsistence agriculture
is essential for taking people out of extreme hunger and for achieving the millenium
development goals (World Bank, 2008). Therefore increasing productivity and value
addition of agricultural produces through commercialization becomes necessary
together with creation of non-farm income generationg activities. Commercialization
of agriculture ensures better participation of poor and marginal farmers in international
exchange economy, increasing the average farm income while reducing the farm
income inequality at the same time (Rahut et al., 2010). The farming sector has dual
nature with subsistence agriculture in least developed countries, who produce food
solely for own purpose, who sell at least a part of produces to nearby market. However
majority of Nepalese farmers produce foods for own family consumption purpose and
do not entertain the benefits of national as well as international market economy.
Besides this, Nepalese agriculture is demarcated by vulnerable landscape, traditional
technologies, inherited nature of land fragmentation, limited access to the market and
drain of youths from agricultural sector. In such case there are debates about the

longivity of small scale agriculture (Hazell et al., 2007).

For improving the food security and family income of marginal subsistence farmers,
the Government should provide support so that those farmers can produce crops not for
themselves but for market as well. Diversification as a strategy for commercialisation,
in the cropping pattern is choice and necessity among the vulnerable farmers (Ellis,
2000). The household endowments together with the infrastriucture are the key factors
for commercialisation of agriculture. Household infrastructures means the production

factors like land, labor and capital while infrastructures include the road connection,
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irrigation strategy, communication and many more. Amount of household endowment
helps to make the agricultural strategies accordingly. Gap in household assets coupled
with climate severity, variation in access to credit and loans, market information system
causes creation of different farming strategies and eventually family yield is affected.
Majority of the literatures supports that the farm enlargment is the number one
determinant for the agricultural commercialization (Lerman, 2001). But together with
the land holding size, cost of transaction, livestock holdings and mechanization of the
lands comprise of commercialization of agriculture (Mathijs & Noev, 2004). The
majority of poor farmers in Nepal are reluctant to adopt new technologies necessary for
commercialization as there is lack of capital and education. In that case the expansion
in land holding becomes the obvious source for commercial agriculture. The reason is
that the increased land holdings allows such farmers to cultivate more than what they
need for being self reliant and some plots can be used for cultivation of cash crops. In
this way both food security and income can be achieved. Generally commercialization
of agriculture is thought of as larger economy of scale. However to this date, the policy
makers have been forgeting the fact that marginal farmers spreading across different
corners of the nation, can access market if the nation becomes success in investing
more in the agricultural research and development section. In addition, the
commercialization in agriculture always do not come from the approach of economies
of scale. Rather it arises from freeing from subsitence agriculture and shifting towards
the high value crops. Moreover economy of scale can be achieved in community level

through co-operatives working in marginal communities.

Role of Extension System in Harnessing Food Security

Major aim of the agricultural extension is to transfer knowledge from the global base
and from local research to farmers so that the farmers can do better decisions enabling
them to define own goals and exploring opportunities. In other word, the agricultural
extension is a self-help process which makes farmers conscious what is wrong and
what is right. There are different agricultural extension modalities across the nations. In
case of Nepal, the agricultural extension system is represented by the governmental
officials and governmental extension system is often criticized for being biased towards

wealthy farmers, good market access and controlled environmental conditions.
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However it needs to be understood that the extension education is demanded by those
who have market access and capital for inputs and outputs. Therefore here it is new
challenge to make extension system poor oriented in maintaining local food security.
The extension system can help the farmers in designing diversified agriculture in their
own farm so that commercialization can be done even at household level. The basis for
food security from commercialization rests on the economic approach of value addition
of the local products. Therefore the extension system needs to focus on the value
addition of the goods to achieve food security in household and community level

together with increase in income.

There are many questions about providing the extension services to marginal farmers.
The basis of such assumption lies in the limited contribution of the smaller farmers in
harnessing national food security. However the governmental extension services
always must consider the fact that even small farmers can access the benefits of
markets, if they are provided with newer technologies existing in agriculture.
Involvement of small scale farmers in fair trade practices, organic farming and in
producing food for local markets can be taken as examples (Christoplos, 2010).
Similarly public extension education can ameliorate some of the negative aspects of
transformations that are in process of agri-food system which exclude the marginal
farmers. Therefore careful consideration should be given in making the public
extension services; more empowered and competent in contrast to often waited

privatized extension education.

Agricultural extension is more than an educational phenomenon. It is concerned with
leadership development and technology transfer. Agricultural extension can help in
harnessing local food security with transferring the technology needed for local
environment. Inability to access the market for agricultural commaodities has also been
a source of loss in agricultural crops in Nepal. That ultimately increases the post-
harvest loss affecting the food availability and farm income. Minimizing post-harvest
loss, which is high in developing nations, is essential and more sustainable than
producing extra new amounts of foods (Kader, 2004). Therefore agricultural extension
can play significant role in establishment of marketing co-operatives where cost seems

unaffordable for individual farmer to access the market. In addition the agricultural
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extension system may help farmers by providing knowledge about handling post-
harvest loss, processing, storage, value addition and storage in those areas where the
basis for commercial and co-operatives framings are set up. However agricultural
extension is not a panacea to retain food security in the nation. Moreover the extension
education needs to be empowered accordingly to meet the changing demands of
farmers. It is often challenged to make extension workers skillful and resourceful in our
nation where they have little resources to initiate commercialization in their area as
accompanied by top-down extension approach. Therefore extension in the nation needs
to be modified and needs to integrate the research plus academic in farming

communities so that food security and competencies can be gained in agriculture.

Policy Recommendations

Problems in Nepalese agriculture range from administrative management to
technological intervention. Irrespective of the types of existing problems, those should
be analyzed by dividing the sector into 3 classes of people, participating in. The vast
majority of the farmers, who are involved in small scale marginal farming practices,
should be provided with infrastructures and subsidies for the growth of the farm.
Similarly another class of people includes those people who may be benefited by the
policies dealing with the commercial agriculture. They do not need subsidy from the
government; however there is a need to provide technical skills and expertise. The third
one is the class of people who are already enjoying the commercial agriculture. They
should be provided with policies focusing on corporate and industrialization of
agriculture. Industrialization of agriculture is necessary for fulfilling the demand of
seed security and for domestic production of agricultural inputs which are required in

high scale and are seasonal in nature.

The issue of land productiveness is the main factor related to food security. Therefore,
development of agricultural production structure which ensures full use of land, light
and temperature, should be included in policies. The media of such structures may be
agricultural cultivation model which include vertical cultivation model, green fertilizer,
dry soil rice cultivation and mulching which all guarantee the fertile structure of soil

(Sandrey & Edinger, 2009). Land fragmentation is another factor which is limiting the
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agricultural yield in the nation. In the national level, the average number of parcels has
been decreasing which eventually means the decreasing the size of agricultural
holdings (CBS,2002). The inherited trend of land ownership is helping the
defragmentation of land across the nation. What makes the Nepalese agriculture
problematic is that the average land holding size in Terai area is decreasing rapidly in
comparison to mountains. Actually land fragmentation has been leading to sub-optimal
use of factor inputs lowering the overall returns to the land. In addition, availiability of
tiny parcels resists the technological innovation. Therefore the agricultural and land
reform policies should focus on checking the land fragmentation practices. Market
based and incentive based sustainable land managment practices can be of great benefit
to minimize the haphazard land fragmentation in the vulnerable parts. The principles of
such program should be increasing net return with the decrement in land fragmentation.

Compensation can include direct monetary and technical supports.

Irrigation is another aspect that must be improved for increasing the productivity from
lands. Despite of richness in water resources, the agriculture in Nepal is predominately
rain fed in nature. Till the 2011/12 fiscal year, only 40.6 percentage of the farmers have
access to the irrigation. However marginal and small farmers often face problem in
accessing the irrigation. Therefore alternative sources of irrigation should also be
explored. For irrigation in marginal farming communities, small water conservation can
be effective. It mainly depends upon community cooperation and labor forces.
Therefore, the maintenance problem could be solved and lessened due to cooperation
among farmers. Water harvesting in small reservoirs can also serve the purpose of
irrigation. Terrace cropping on dry land, water preserving, no tillage with mulch and
crop-green manure rotation, would also meet the water needs of the crops. Similarly,
deficit irrigation technology has been one of the promising irrigation technolgies and
can be targeted for arid region of Nepal. In fact, deficit irrigation is known as an
optimization technology in which irrigation is applied during drought sensitive growth
stages of crops. Together with the need to explore alternative ideas for irrigation, the
uniform distribution of existing irrigation water and irrigation induced income
inequality, also need to focused. Different studies have suggested that surface irrigation
has resulted into high income inequalities among the farmers than lift irrigation

(Sampath, 1990). The effect of unequal irrigation benefits becomes severe when it is
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combined with higher land fragmentation (Bhattrai et al., 2002). Improving irrigation
system across the nation requires policy and institutional reform in the nation which
should not be seen as isolated from other sectors of economy. Pro-poor institutional
reform in irrigation targeting the competitive agriculture and food security, won’t be
effective if only operational rules are improved. However it needs institutional shake
up in large scale which may include reforming irigation governance through public,
private, co-operatives and empowerment of poor farmers who are lacking resources. By
doing that, the common national goal in irrigation can be identified which may
ultimately help in development of larger irrigation infrastructures opening the door of

public investment in the irrigation sector.

However, the over all basis of Nepalese agricultural development depends upon the
performances of the agricultural institutions and organizations within the nation. The
government needs to promote research and innovation in the agricultural development.
This can be partly achieved by institutional reform and partly by the the interlinkages
between such institutions. Currently Governmental agricultural organizations includes
ministry of agriculture development (MoAD), NARC and different academic institutes
including newly formed Agriculture and Forestry University. Universities may act as
the hope of future by engaging young minds in research and development in
agricultural sector. Therefore the universities and agricultural institutes need to be
provided with wider mandate instead of limiting those only in teaching. Nepalese
agricultural development is possible through institutional reform in the universities.
That can be possible by allowing the triple responsibilities of teaching, extension and
researches. That model is often called as land grant model and has been the most
successful agricultural development model in the world. Young people get more
opportunities to learn about the problem in the communities under this scheme. That
ultimately helps in production of such human capital which fosters researches for
identification of more productive cropping and farming style for combating the food
security. Ministry of agriculture development can facilitate such activities by
monitoring the activities or directing the universities for formulating the research,
curricula and extension according to the need of the country. Resarch exchange and

idea exchanges between the academic institutes and research stations spreaded across
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the nation, will be quite important if the problem is to be analysed from multi-

dimensional approach.

Yet, agro-tourism remains as another hope for Nepalese farmers which helps in
increasing income ensuring food security at local and regional level. Nepal is very rich
in biodiversity. The higher concentration of flora and fauna in comparison to its area,
has given the nation with immense potentiality of economy growth through tourism.
Agro-tourism is a part of tourism sector of economy, which has great scope in boosting
Nepalese economy. Actually agro-tourism is an agribusiness activity when a farmer
allows other farmers or people to learn about his progressive farming activities and its
conservation dimension. In case of Nepal, agro-tourism can start in the form of co-
operative in case of small land holder farmers. Local landraces, local agricultural
practices, local breeds of animal and local cropping pattern are some of the
determinants of the agro-tourism which can induce a source of income and
employment in farming communities, if those practices are disseminated through
tourism. Similarly the value addition of local products will aid in the benefit from agri-
tourism process. Agro-tourism is a form of commercial agriculture, of which proper
market facility, infrastructure development and proper extension education are the
fundamentals. Community seed banking which is practiced nationwide for conservation
of local seed and rural development, can also be great medium for enhancing agro-
tourism, if proper consideration is given on that. In addition, the conservation of local
seeds in the community seed banking, helps to ensure local food security and seed

security.

The success of any agricultural reform policies, lies on the extension system and how
well are the extension workers capable of providing the farmers with solutions,
understanding the needs of farmers. Extension system in Nepal should be changed
accordingly to meet the food demands in the vulnerable districts. Currently the post
harvest losses in Nepal is 15-20 percentage in durable crops while the same is 20-30
percentage in case of vegetables. Extension system can include: a) Use of prevalent
knowledge for improving the handling systems b) Encouraging vertical integration
among producers and marketers of the crops c¢) Facillitating the infrastructure and

market development by suggesting the Government to bring public investment oriented
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schemes and d) By fostering R&D in local level. Besides this, the success of extension
system in Nepal can not be the sole responsibility of the Ministry of agriculture and
development and the inability of the governmental extension system, is often felt.
Therefore in order to increase the access of farmers from across the nation on extension
system, the other two agencies i.e. univeristies and NARC should also be given the
mandate of extension. In doing so the governmental expenditures in extension can
decrease as the institutes can afford the system by their internal income provided good
governance is needed within such organizations also. In addition, the success of
university extension depends entirely upon how well the nearby farmers in the area are
benefited by the university. In order to teach the farmers about modern agricultural
technologies, grading, packaging, value addition, short term trainings or education can
be arranged for farmers targeting the goal of food security. In addition, the use of
college or university radio will be very helpful for agricultural reform in Nepal where
the fresh ideas and innovation of grdauate students can directly reach to the farmers and

vice versa.

Conclusion

Nepal has many developmental challenges and food insecurity prevalent in many parts
of the nation is directly affecting the achievment of millenium development goals.
However in order to transform the condition of Nepal, the problem of food insecurity
must be seriously considered. In order to compete in the international market by
achieving the goal of food security, agricultural policies need to focus on competitive
agriculture. Increase in market access, irrigation and uniform access of extension
education are the key determinants of commercial agriculture. Similarly the
manufacture of large infrastructure becomes obvious for commercial agriculture, for
which public investment oriented programs can be brought from the level of farmers
group and co-operatives. Extension education being the major driver of technology
transfer, needs to be strengthened for increasing access of marginal farmers to the
extension system. Providing the mandate of extension to the agricultural universities,
can be one way for proper extension education. For food security and advanced
agricultural technology dissemination in the farming communities, universities need to
develop short term correspondence course targeting the farmers. In addition, the

knowledge exchange between the governmental agricultural organizations including
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universities, will yield positive result for enhancing food security. Therefore these
factors must be considered while formulating policies so that the nation can proceed

towards industrialization on the basis of agriculture development.
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Climate Change Adaptation and Sustainable Development in
Nepal

Kabi Prasasd Pokhrel, Phd (BHU)*
Abstract

This paper tries to point out the conceptual issues related to climate change adaptation measures
and sustainable development practices in developing or low income countries where both of
effects and innovative measures are to be seen and developed respectively. Using secondary
information likes UNCCC frame work to adopt the climate change adverse effects and leading
principles for the green growth as the right path of sustainable development, the paper
vigorously analyze the major draw backs that appeared in the course of climate change
adaptation and sustainable practices in low income countries. Move over, action framework
needs to be developed in different geographical scales in order to adopt the new and innovative
measures for the implementation location-specific measures, principles and models effectively.

Conceptual Issues

Climate change adaptation relates to climate change science and policy efforts to adopt
or mitigate the adverse effects of human induced climate change. By nature, climate
change (Science) is multidisciplinary initiative that addresses political, social, ethical
and technological issues as non-political perspective (Oliver-smith, 2004). Thus, it is an
agenda of global debate, scientific discussion and socio-political issues that arises by
the variation between north and south. Climate change has occurred since long as a
natural process but the anthropogenesis role to change atmospheric composition and
conditions, it became burning issues to the world communities in the sense of
ecological instability, environmental pollution, and resource degradation and threatens
to economic life in general. Schipper (2004) said that the Increasing rate of green house
gases (GHGs) emission and subsequently depletion of ozone layer and heating trends
of the earth's surface make it more intense and multiplying problems to socio-economic
development with ecological sustainability. Various methods, approaches and school of
thoughts have been developed at the global scale to adopt, mitigate and reduce the
adverse effects of climate change. But the developing countries have still been

suffering by choosing appropriate methods and approaches to mitigate the natural
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hazards and socio-cultural as well as economic vulnerability caused by climate change.
Livelihood and life style of the community people in developing countries both are in
threat of climate change and ecological refugees are increasing day by day. Basically,
south faces many problems and challenges due to the ill effects of conventional
development approach developed by north and multinational companies' technology
transfer role from developed countries to developing countries. Though three schools of
thought such as limitationalism (preventionism), adaptationalism (adoptationist) and
realistsim have been practiced for the adaptation of climate change since 1970 the
issues and challenges related to climate change are enormous in developing nations like
Nepal. The traditional local knowledge of natural resources endowments anticipates
modern science and added immense value to efforts for the human being. Over the last
century, the natural endowments came under the pressure and youth turned to the city
lights of the industrialization, modernization and westernization. Westernization or
development of materialized civilization paved disparities and ranked poor and rich.
This aspired to community people towards modern life style and modern physical
facilities that reduce the mental and physical distance on the one hand and the natural
resource base or ecological basis of the ancient civilization i.e. soil, water and genetic
diversity on the other hand. The loss of the genetic pool and discontinuity of ecosystem
services that directly effects on the world climate change lead by the anthropogenic
process. All this contributes serious biophysical fragility and socio-economic as well as
cultural wvulnerability with economic uncertainty and hardship (Carter et.al,
1994).Regarding above mentioned issues and other ongoing burning issues in the field
of climate change adaptation and sustainable development practices in low income

countries using secondary sources of information.
Method and Materials

The paper is based on both primary and secondary sources of information for tracing
out the major conceptual issues, principle practices and models that have considered
adopting the measures for climate change. However, the paper is primarily based on
secondary information and has analyzed by using content analysis methods. Thus, the

paper is more descriptive and qualitative in nature.
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Climate Change Issues and Options

The twenty first century has knocked us to make correct ourselves and not to repeat our
mistakes. For the sustainability of socio-ecological systems, coummunity people,
national government and global organizations have to develop the technologies and
regulatory structures that ensure physical facilities that do minimal damage to the
ecology and also ensure social equality for equal access to resources to all the section
of the society. Further, emphasis has to restore the rights of management of ecological
systems as a line of that where people apply sciences themselves for their safe mode of
life.Again, priorty should to be given to build strong institutional capacity, research and
extension mechanism at the national or community level to eliminate knowledge gap
on our obligation towards the sustainability of socio-ecological systems (Munasinghe,
2000). Thus, our efforts to concentrate to create the environment that gives fair value of

goods and services that produce at a particular ecological region.

Foregoing discussions reveals that the environmental and economic conditions of
developing countries reach at critical point due to the direct effect of conventional
approach to development. This view inevitably results in the elitist form of
development where the rich and super rich are the major beneficiaries of development
in the developing countries while the wretched of the earth remain in the poverty and
degradations. Pokhrel (2013) viewed that indigenous markets of developing countries
turn into foreign markets for the products and the pattern of development that has been
set by an export-led growth strategy and by only small reach minority in developing
world working hand in glove with foreign capital. This form of the development has
resulted in increased inequalities in incomes and wealth has also increased the
ecological cost of development. In this situation global initiatives for the sustainable
development and social change have to been reviewed in order to map out the positive-
negative impacts of globalizing process of development and also point out the major
achievements of climate change adaptations that recorded at UN.The present iniquity is
to point out the achievements, options, actions challenges in the coarse of climate
change adaptations and mitigate the adverse effects of climate change induced hazards

in developing countries like Nepal using secondary sources of data.
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The dynamics of globalization have strong spatial implications and geographic
dimensions in recognition of the complexity of the rapid changing world through the
forces of globalization, environmental change and population dynamics. As we embark
on our journey through the twenty first century, conflicts, terrorism, climate change
induced disasters are actively shaping the geopolitical relationships all over the world.
Environmental problems and natural disasters therefore know no political boundaries.
Ecosystem healing requires the participation of countries, nations, and communities
from many political, economic, and social origins. In light of the realities of
globalization and global warming, many prior understandings of the world have to
change for achieving better international and intercultural understanding, with all its
implications in order to appropriately address economic, natural resource, and other
social and political issues that are rising day by day. At this critical time of the world
history, the need is great for more integrative as well as multidisciplinary approaches to
research and education to apply knowledge and innovation to the growing challenges
(Gallopin, 2006; Lecocq & Shalizi, 2007). This can generate many fruitful
opportunities for the integrative problem-solving capabilities at community level by

applying indigenous knowledge and appropriate technology.

Achievements and Options on Climate Change Adaptation

United Nations conferences on Environment and Development (UNCED) at earth
summated in Rio de Janiero acknowledged the importance of socio-ecological system
at the global scale by focusing on: Generating and strengthening knowledge about
ecology and sustainable development of an ecosystem and promoting integrated
watershed management (development) and link to livelihood opportunities. Onward
Rio Earth Summit, many specific initiatives have been taken by national government,
international institutional, civil society and scientific communities. Yet over the
decades, many issues related to sustainable livelihood improvement, natural resources
conservation, infrastructures development did not address adequately. There is also
lacking to appreciate recognition and value of services and benefits of local and
traditional ecosystems or socio-ecological structures. World summit on sustainable
development in Johannesburg in 2002 emphasized to promote and facilitate closer

collaboration between government, civil society intergovernmental organizations,
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scientific communities and private sector. Sustainable development agenda further
prioritized by the Millennium Development Goals (MDGs), Millennium Ecosystems
Assessment (MA), Sustainable Livelihood and Poverty Reduction (SLRP) model and
Poverty Reduction strategy Papers (PRSP) which were largely implemented as national
schemes but not considering eco-region (Smith,2002). Concrete measures and policies
proposals need to be proposed in the frame of United Nations Framework Convention
on Climate change (UNFCCC) from local, national, regional and global perspectives.
Still there is lack of sustainable knowledge from the scientific point of view and
uncoordinated by developed and developing countries which are major diverse of
Climate change (IPCC, 2007; Adger&Barnett,2009; Moser&Ekstrom,2010). Climate
change peaces central attentions in Nepal due to the growing biophysical fragility and
socio-economic vulnerability, growing demands for freshwater, hydro energy and
continuity of traditional ecosystem services. All these have led to recognition of the
need for integrated visions to address upstream-downstream interdependencies through
integrated basin-wide management and climate change adaptations by applying eco-
region specific development agenda. Receding glaciers and growing glacial lakes
create new vulnerabilities and  all these issues of physical geography are under
researched in the Himalayan region (ICIMOD, 2010).

Mainstreaming climate change by the support and consciousness of civil society, inter-
governmental, non-governmental organizations, private sectors, research institutes,
universities need to recognize climate change as hot issue and it has to put into the
centre of policy frame with a view to take action and place a special emphasis on the
conservation of socio-ecological system, to fund research and to reduce existing
knowledge gaps and to respond to the specific needs of the local communities in the
time of rapidly changing climate and socio-economic circumstances. Therefore,
effective location-specific policies have to be designed in order to address the
challenges that appear in biophysical fragility, socio-economic vulnerability and
political marginalization. Existing regional or local climate change adaptation measures
and models are seen insufficient to predict the high degree of uncertainty about climate
change trends and impacts. In this situation a comprehensive networks of climate

change has to be established with respect to sharing research experience and
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information as well as, transfer of knowledge in the field of meteorology, hydrology,
cryosphere land use sciences, forestry, energy migration and conflict. It reveals that
adaptation and mitigation of climate change need to mix up modern techniques with
traditional knowledge for coping and adaptive mechanism to environmental change
which further requires better understand of community people. Beside the appreciation
of modern technology and traditional knowledge, accepting and executing the
challenges that currently faced by local community from climate change as well as
other drivers of change. Thus, community people need to a strong common voice and
to be in a position to defend their needs, capacities and potentialities. Climate change
issues are transboundary in nature so that international research partnerships need to be

established for effective knowledge and data transfer.

Nepalese Efforts

Nepal is in hotspot of climate change effects due to its geographical location,
biophysical characteristics and cultural adaptation. Ice sheet in high mountain and
greenery in low land both are going to be decreased and whole parts of the country
gradually losses its biological productivity. Deforestation, desertification and droughts
are appeared to increase in every successive year. Nepalese life style, economic
condition social dynamism and natural resources as well as countries' environment
have been directly affected by climate change and global warming trends since long. It
was first time government of Nepal had taken official initiations in climate change
mitigation adaptation when Nepal signed in United Nations Framework Convention on
Climate Change (UNFCCC) on1992 and became a party it in 1994. In the same year
initial national communication was prepared and Ministry of Science, Technology and
Environment (MoSTE) designed as focal point to implement the provisions of the
UNFCCC. As a Designated National Authority (DNA) MOSTE proposed Clean
Development Mechanism (CDM). Under sustainable development agenda, millennium
development goals initiatives were incorporated in the issues of climate change and
implemented as the major focus of the planned development. For implementing
UNFCCC, Nepal has prepared action plan for capacity building, issued CDM project
with its approval and procedures to benefit from the provision of the Kyoto protocol,

prepared National Adaptation Program of Action (NAPA) and Local Adaptation Plans
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of Action (LAPA), and formed Multi- stakeholder Climate Change Initiatives
Coordination Committee (MCCICC) formed to coordinate climate change adaptation
and to implement collaborative programs. Climate change resilient planning tools have
also been prepared by National Planning Commission of Nepal (MOE, 2011). In the
course of implementing these efforts made by government of Nepal for the climate
change adaptation and mitigation of adverse effects of climate change induced natural
hazards and social vulnerabilities many challenges are apparent and targeted goals and
aims could not achieved. Major challenges and issues that faced at the in
implementation level reveal that all of the developing countries including Nepal failed
to halt the adverse effects of climate change due to complications in policy
implementation where local communities are not seriously involved in climate change
adaptation activities. Further, developing countries have not included the issues and
themes of climate change adaptation into the main stream of development plan. Some
issues and challenges that faced in implementing process are discussed with a view to

frame the concrete policy mended for this burning issue of the globe.

Challenged Faced in Climate Change Adaptation Policy Implementation

Number of challenges has been apparent in recent days to the implementation of
climate change policies and plan strategies. Most importantly, there is a lack of success
in the implementation of the climate change adaptation policies and programs related to
the capacity building of community people and mitigation measures framed at the
policy making level. The detailed study and scientific evaluation initiatives are lacking
on the impact of climate change on land resource based human activities like farming
practice, management and mobilization of water and forest resources, public health,
disaster incidence and tourism at geographical, ecological and development sectors.
Biodiversity and climate change are the core issues of two related international policy
agreements. However the obvious links between biodiversity and climate change are
increasingly justifying the need for greater synergies between the UNFCCC and CBD
processes and implementation activities. Human induced climate change impacts on
biodiversity. Biodiversity can reduce the impacts of climate change on species and
ecosystems. One aspect of this link is the role of the forestry sector in contributing to

and fighting climate change and the opportunities for reducing greenhouse gas
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emissions from deforestation and forest degradation in developing countries — REDD.
However, developing countries like Nepal have not successes to link these two
components of ecological stability. This challenge is directly related to the institutional
problems which lie at the heart of failures to examine and monitor climate change from
the perspectives of science and technology. Action programs for climate change
adaptation require measureable means of implementation where institutions are not
only a necessary component in problem resolution and in development but also
important factor that hindrance to both. Thus, institutional issues are too relevant to
adaptation strategy. It has been recognized that climate change is having a
disproportionate effect on vulnerable communities, including indigenous communities.
REDD related activities can present both opportunities and risks for the rights of
indigenous peoples. However international discussions surrounding REDD are yet to
adequately consider the interests of indigenous peoples (Eisenack et al. 2011). The
climate change related activities currently being undertaken at the institutional level
therefore needs to explore these links between climate change and indigenous peoples,
climate change and biodiversity. This exploration includes policy research, collation
and dissemination of knowledge and experience of indigenous communities, provision
of information resources and bringing together various communities which often tackle

the issues successfully.

The involved components of institutional issues can categorize into academics,
agencies and practitioners in order to tackle the climate change related problems in fact
not just on paper. Another issue is researches that have no commitment to
implementation of integrated development of any scale that arises as fundamental
contradiction. Many instances of failure are seen to attain the original goal of joint
activity in agriculture, forestry, water resource management, health and physical
infrastructures as the basic path of integrated development. Thus, there is no powerful
arrangement for implementing climate change policy and strategy in developing
countries (UNEP/WCMC, 2000). It shows that climate change adaptation and
mitigation policies, strategies and programs have to be designed as per the desire
capacity of existing institutions with appropriate power relation. Such institutions are
failed to implement the programs technically and administratively by the miserable

facts of self-interest and corruption of politicians as well as bureaucrats. So in true
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sense a beautiful theory of development is destroyed by above discussed miserable
facts due to the over dominance of trickle-down theory of development. This further
leads to the thought that institutional initiations directly linked to political power for

corruption and misuse of national resources.

There is great difference in attitude, aspect, climate, farm practice, history and ethnicity
in Nepalese context so that plan of action needs to be as fine-grained as the exact nature
of the problem by appropriately localized tactics and solution. In fact development is an
evolution and if its pathway has unclear and unexpected, it twists and turns from its
useful goal. It is well known fact that institutional deficiencies are the core of
underdevelopment and need to be taken into account and tackled. Because the social
order of a country is reflected in the very nature of its institutions. Therefore,
institutional organization elsewhere largely mirrors its own society. So the project and
institution need to evolve together for the achievement of targeted goal and objectives
of the program. Evidences show that, low standard of education has complicated results
and great institutional consequences. Then the base for adequate recruitment becomes
narrow in terms of number and geography. Best educational opportunities are in the
cities. The developing bureaucracy becomes increasingly urban and remote from rural
issues. The understanding of rural community by bureaucrats becomes no better and
rural development can not flourish properly. It is, therefore local initiations have to be
prioritized as the core part of the project as so much part of a problem as apart of a
solution for the effectiveness of the implemented project. Environmental or climate
change issues and challenges are generally rooted in the materialistic civilization, in the
spiral of demands, ever-increasing but never satisfied. Renewable resources become
non-renewable, pollution, resource degradation are the gifts of the materialized
civilization. Thus, the focus should to adopt a new path way of development for
ecological stability and to mitigate the adverse effects of climate change using the
principles of co-existence of man and nature with in harmony. This is possible in action
applying the theory of beautiful to the small communities to meet their basic needs

from their surrounding environs in sustainable way (Sanderson &Islam, 2009).

Foregoing discussion reveals that both of climate change adaptation and continuity of

ecosystem services can be achieved at the community level by applying the principles
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of sustainable development in daily life activities by each individual. So that the
sustainable lifestyle and climate change adaptation policies have to be linked in daily
life business. However, the concept of sustainable development is over politicized by
the developed countries for their economic security and politics of resource

exploitation in developing world.

Sustainable Development

Despite the burgeoning literature on development, there is no conceptual clarity and
appears difficulty in conveying the various meanings implicit in the term development.
Although, human society has strived for progress and planned and directed changes to
peace, prosperity, happiness, satisfaction for a decent and civilized living. In the case of
developing countries plagued by the problem of widespread poverty, unemployment
,malnutrition, ill-health, illiteracy, inequality ,insecurity and instability. As we follow
the tradition to define the term of development. It has been equated with various
English terms like westernization, modernization, industrialization, liberal democracy

and liberalization and globalization.

In fact, development is a state change in particular direction as an act or process or
achieved condition. Thus, the term of development can be used in several serves of
goal, a state of affairs, an act, a means or process that brought out desired change in
social, economic and political spheres with ecological stability. Thus it can be used as
umbrella concept covering economic, social, political and administrative development
or change in the favor of peace, prosperity or the societies and harmonies co-existence
of man and nature. Because the goal of development is to build good society in the
sense of wealthy, just democracy orderly scientific and fall control and full sense of
ownership of people on development (progress).It is therefore, balance between
economic, social and ecological soundness are to be focused on the way of the
sustainable development(Pearce,1993). But the segmental view of development
emphasizes on the economic or social development, and the real goal of development is
being meaning less and consequently the opposite image of development i.e. poor,
inequitable, repressive, violent and dependent are apparent. Though, economic
development focuses to increase in production and productivity efficiency as measured

by the in pull-out pull ratio, income level, employment, opportunities, goods for
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consumption and technology. But the current situation of materialistic and money
worshipping society put emphasis on economic development and current serious

impacts on ecology and environment like to a sharp fall in ethical and moral values.

With a view to converge broad specterm of development, it is necessary to highlight
four components of development such as i) elimination of poverty ii) eradication of
large scale unemployment iii) abolition of extreme inequalities and iv) promotion of
economic self-reliance . It is, thus, important to define term of development widely by
covering broad aspects of socio-economic progress and change like increase in material
welfare through increased productivity, increase in social welfare through education
and health services, improvement in the social content of human life: rich family,
community feeling, and increase safety, freedom, opportunity and participation in local,
regional and national affairs that create equitable distribution of the fruit of
development among different communities and regions. In the line with this,
development is not only increase the income and earning capacities of people but a
process transformation of people into new human beings as UN General Assembly
(1971) stated the idea of unified approach to development. Thus, the modern concept of
development should include all section of society and not leave outside the scope of
change and development, effect structural change that favors national development and
activates all sectors. Further, the development process should create social equity
including the achievements of equal access to resources and equitable distribution of
national resources. Similarly, development has to give high priority to the improvement
of human resources. Therefore, development covers the total concepts which add to
material prosperity and happiness and peace of mankind. Hence, development is an
upward, planned and directed change for the achievement of desired goal of progress
(Kerry, 1993).

In case of developing countries like Nepal, sustainability is not related to consumption
of their people but they help to maintain consumption levels in the north (developed)
countries. Thus, the concept of sustainability is anti-south, anti-poor and anti-
ecological. In real sense, it should be taken pro-poor and self-reliance as anti- rich
development process. For this, eco-development approach is an option for the

satisfaction of basic needs in an environmentally sound production system. Though
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number of voluminous literatures on environment favor to the political and economic
significance of the western and north. Hence, environment has been a political
auditorium to give a moral talk to public for a way thinking that did not envisage any
change in fundamental structures of society. Most of the literatures stress on population
growth in the south, there by paying no attention to the non-sustainable resource
production system of the north and its implications for environment. The positivity of
eco-development was subverted in the subsequent actions by weakening the component
of self-reliance. Self-reliance considered too political and would have tilted the balance
of international power structure in favor of south which was dependent on
multinational companies. Thus, self-reliance in south meant losing the dominance.
World Commission on Environment and Development (WCED) brought out a report
entitled Our Common Future as a resolution of environment and development
perspective to the twenty first century. In our context, the concept of sustainable
development has to focus to improve the quality of life through education, health and
social security to access to basic freedom and spiritual welfare with state policy that
make development achievements last well into the future which has cyclical
relationship as poverty decreases environmental balance and improvement of
livelihood (Pelling&High, 2005; Fussel, 2007). This evinces that the destination of
sustainable development is green growth. Post-global economic crisis agenda of the
twenty first century is legislative action and ethical area of environmental
sustainability, climate change, land use replan, use of alternative energy sources, and
biodiversity conservation. It is scorching field, reducing water level, depleting natural
resources base, fast melting of Himalayan glaciers with risks of out burst and rise of sea
level. Solution to these required to take consideration of resource efficiency, low
carbon emission, sustainable production system and restoration of ecosystem services.
Ecosystem services are in cyclical order, the waste of one become foodstuff and fodder
for the other. In this context, mitigation of climate change effects requires capacity
building, technology and resources transformation for adaptation of new and
indigenous technologies. Thus, we have to rebuild plan frame to emphasis in green
economy by promoting the management methods of watersheds, water resources
forestry, and biodiversity and engage in disaster preparedness. It is because the

economy of coming days will have to be compatible with nature, culture, society and
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life style which will further demand more social solidarity of international community.
Generally, crisis in the world history has occurred and occurs at a time of big
technological change as majority of citizens can not take its benefits due to its selective
application by elite form of development. Thus, change in nature of political economy
from divide and rule, command and control of downtrodden to participation,

communication and coordination has to focus on policy measures (Dahal, 2011).

Sound and broad based development needs to place development at the service of
peoples' well being rather then people at the service of development. In this perspective
empowerment of people to make their own choices is an essential component of
development that based on local values and knowledge. Though the green economy is a
recent school of thought emerged after Rio UN conference as an approach to achieving
the green development and requires breaking away from resource-intensive growth
model to more sustainable use model. This rationale of this changing paradigm is
hugely supported by the ongoing systemic problems of widening demand supply gaps,
distributional discrepancy, haphazard and unsustainable resource exploitation, global
warming as well as climate change, the green growth in terms of greening the
infrastructure, promoting renewable energy, adopting sustainable agriculture along with
adopting of low carbon transport, energy efficient building, clean technologies,
improved fresh water and waste management have acquired an additional importance
offering a blueprint for the transition to more efficient and equitable economy
(UNEP,2011). This approach has increased resource intensity of consumption in
developed countries even though their production is becoming less resource intensive,
which implies the shifting of environmental impact to other countries through
international trade. What is therefore, public policies of the developing and low
income countries in a transition to green economy for sustainable local development
need to reorient in consumption, investments, and other economic activities foe
reducing carbon emissions and pollution, enhancing energy and resource efficiency and
preventing the loss of biodiversity and ecosystem services. Thus, the journey of green
growth world economy requires to address the improving access to energy, food
security, availability of adequate fresh water, promotion of environmental goods and
biological resources, public health and sanitation, new job opportunities, social

protection systems, social services and sustainable consumption (OECD, 2012).
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Conclusions

The discussion permits to state that the new and innovative framework that rays a new
way to analyze adaptations from an action-oriented perspective and has to emphasize
for the interconnectedness of complex activities that address societal consequences of
climate change along means-ends-chains of sustainable development . It is crucial for
analysis to spell out the frame plan of adaptations, and to consider different
geographical scale. The rigorous definitions provided in the field of climate change
adaptation and improvement of livelihood in sustainable way. Adaptations as
individual or collective actions that are explicitly or implicitly intended to affect
exposure units of climate change, or that indirectly achieve this end. Depending on the
research design or on practical considerations, it may be useful to consider only, direct
or reflexive adaptations. However, the framework is in particular fruitful to make
precise statements about what adaptations are considered in a concrete context. This is
not only crucial for understanding the governance of adaptation. Finally, the important
role of uncertainty and time in adaptation suggest promising lines of research that give
more explicit consideration to how the perceptions and beliefs of actors have to be
implemented. This remarks the interdisciplinary potential of the action plan, and a
major motivation for its effective implementation. Further, it is rooted in action
modality for the components referring to climate change and to the causal effects of

measures that provide a link between the natural and the social sciences.
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Inclusion, Financial Growth and Financial Deepening in Nepal

Dr. Bama Dev Sigdel*
Abstract

Financial inclusion plays a vital role on growth vs. poverty lessening drive in developing countries in
general and Nepal in particular. Empirical findings also reveal that financial inclusion supports
growth, fosters financial deepening process and yields better outcome on socio-economic betterment
of poor people. Despite the three and a half decades of endeavors, Nepal has achieved less on
financial inclusion/deepening front. Despite the presence of policies and implementation of central
bank policies, Nepal could not fetch desired outcome on the matter of financial inclusion drive.

Data reveals that Nepal has the lowest profile on financial inclusion front. The South Asian
countries as Srilanka, Bangladesh and Pakistan have progressed much on this front. But all
SAARC countries have failed to maintain the benchmark on access to finance. The prime
financial service providers in Nepal are commercial banks followed by development banks,
saving and credit cooperatives, microfinance development banks, financial NGOs, etc. The data
reveals hardly 35 percentage of Nepalese households are covered up by formal financial
institutions. It means majority of Nepalese household are still relying on informal finance for
socio-economic activities. Financially excluded households are higher in remote hills and
mountain followed by lower hills and terai region.

Financial deepening status of Nepal has been found to be improving over the years. Nepal is
committed on financial liberalization vs. deepening drive through prudential policies, plans and
programmes. Nepal's topographical condition and remoteness has been obstructing on financial
inclusion and growth process. The sluggish pace of social inclusion has further retarded the
tempo of financial inclusion. Formal financial services are costly for the majority of deprived
households of Nepal. Low profile of government investment in social sector is one of the causes
for less financial inclusion in Nepal. Public-private sector partnership could do a lot to break the
culture of poverty. Nepal could achieve a lot on financial inclusion front by such practices.

Key words: Financial System, Financial Deepening, Financial Services, Economic Development,

Poverty Reduction.

1. Introduction:
Financial inclusion aims at drawing the un-baked population, into the formal financial

system so that they have opportunity to access financial services ranging from savings,
payments, and transfers to credit to insurances. An inclusive financial system facilitates
efficient allocation of productive resources and thus can potentially reduce the cost of
capital. In addition, access to appropriate financial services helps to significantly

improve the day-to-day management of finances. It can also help the growth of
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informal sources of credit, which are often found to be exploitative. Thus, an all
inclusive financial system enhances efficiency and welfare by providing avenues for
secure and safe saving practices and by facilitating a whole range of efficient financial

services (Swain, et.al; 2008, P.2)

Financial inclusion as a policy objective represents the current consensus in a long-
standing debate on the contribution of finance to economic development and poverty
reduction. It reflects the evolution of financial sector policies in developing countries
over the past decades, and embodies important insight into positive impact that
financial services have on the (economic) lives of the poor (Hanning; and Jansen; 2010,
1-5). In fact, financial services play a critical role in reducing poverty. Permanent
access of financial services can help poor people take control of their lives. When good
practice is applied, financial services put power into the hand of poor households,
allowing them to progress from hand to mouth survival to planning for the future,
acquiring physical and financial assets, and investing in better nutrition, improved
living conditions and children's health and education (CGAP, 2006, 3-4). An inclusive
financial system has several merits. It facilitates efficient allocation of productive
resources and thus can potentially reduce the cost of capital. In addition, access to
appropriate financial services can significantly improve day to day management of
finances (Sharma, and Pais, 2008, 2-3). The importance of an inclusive financial
system is widely recognized in the policy circle and recently financial inclusion has
become policy priority in many countries. Initiatives for financial inclusion have come
from the financial regulations including the central bank, the governments and the

banking industry.

It has been argued that lack of access of finance is one of the causes of poverty.
Because of high cost of small scale lending and other imperfections; the poor can not
borrow against future earnings to investment (Singh, and Yifei; 2006, 3-5). Despite
various endeavors in the past, the formal financial sector in most of the developing
countries serves only a minority, say often not more than 20-30 percent of the
population (Fornando, 2007, VI). Most households still do not have access to even
basic services. Presence of financial institutions in developing countries is either low or

majority of people who are living in rural areas/country sites are found to be
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underserved. The findings indicate that there is yet much to be done in the financial
inclusion arena. Fifty six percent of adults in the world do not have access to formal
financial services. The situation is even worse in developing world with 64 percent of
adult un-banked (Ardic (et.al), 2011, 16-17). It has been found that financial services
are used by a section of the population. There is demand for these services but it has
not been provided. The excluded regions are rural, poor regions and also those living in
harsh conditions where it is difficult to provide the financial services. The excluded
population then has to rely on informal sector for availing finance that is usually at
exorbitant rates. This leads to vicious cycle. First, high cost of finance. Second, the
major portion of the earnings is paid to the money lenders and the person can never

come out of poverty.

2. Literature Review (Theoritical and Nepalese Perspective):

2.1  Theoritical Perspective:
Financial inclusion has been defined in the literature in the context of large issue

of social exclusion in a society. Schumpeter asserted the importance of financial
intermediary services to innovation and economic growth. Later, the development
theorists largely ignored the financial system (Schumpter; 1961). For example, Chenery
and Strout (1966) linked poor economic growth performance to resources shortages,
particularly for foreign exchange and domestic savings. Inclusive financial
development implies both financial inclusion and growth in the width and depth of the
financial sector. Thus, inclusive financial development occurs when the inclusiveness

of the financial sector does not retard its growth possibilities (Sen, 2010).

Various studies demonstrate that rapid and sustainable poverty reduction depends upon
interaction of a wide range of policy measures and interaction at macro, meso and
micro levels. The availability of microfinance, broadly defined as the provision of
financial services such as savings and credit to the poor households, is necessary but
out of sufficient condition for poverty reduction (Ahmed, 2008, 206-207). The study of
Levene, Beck and Kunt find that the financial development alleviates poverty and
reduces income inequalities. Financial development exerts a disproportionately positive
influence on poor. There are three key findings; i) Even when controlling for real per

capita GDP growth, financial development boosts the growth rate of the poorest
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quintiles income, ii) Financial development includes a drop in an Gini-coefficient
measure of income inequality, and iii) Financial development reduces the fraction of
the population living on less than $ 1 a day and it lowers the property gap (Beck,
(et.al); 2004, 5-6). Murinde, Mullineux and Quach (2004) reveal that access of credit
has a long term positive and significant impact on household welfare at the one percent
level of significance, in terms of per capita expenditure, per capita food expenditure,
per capita non-food expenditure and household poverty status. The study of Greenwood
and Jovanovich (2007) reveal that financial development fosters economic
development, which inturn facilitates necessary investment in infrastructure too.
Development theory has proved the existence of a line between financial services and
economic development. By transforming informal savings into formal financial sector,
access to financial services help in increasing aggregate saving and investment, thus
stimulating economic development. The other empirical analysis provides evidence on
the positive role of banking sector in enhancing growth through more efficient
resources allocation, but less emphasis has put on the structure of banking
(Maksimovic, V; (et.al), 2004, 1-2).

In developing countries growth and welfare situation have been found to be retarded,
sluggish and less satisfactory. Financial exclusion is one of the causes for such
situation. Financial exclusion means the inability to access necessary financial services
in an appropriate form (Sinclair, 2002). Carbos et.al (2005) have defined financial
exclusion as broadly the inability of some societal groups to access the financial
system. According to Mohan (2006) financial exclusion signifies the lack of access by
certain segment of society to appropriate, low cost, fair and safe financial products and
services from the mainstream providers. World's smaller and less matured economies,
the financial exclusion rates reach exorbitant levels-approximately 88 percent of the
financially excluded live in Latin America, Asia or Africa (AFI, 2010, 6-7). A deeper
and more inclusive financial system benefits poor people both indirectly, through
increased growth, and directly as they gain access to needed services. When financial
institutions are effective, they mobilize savings for investment, facilitate and encourage
inflow of foreign capital too; and ensure that capital goes to its most productive use. All
these effects lead to higher levels of economic growth. Growth in turn supports reduce

on in overall poverty in developing countries.
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2.2 Nepalese Perspective:

Economic transformation of poor and deprived population lies on the shift thrust put
forward on economic activities, and its backward linkages that determine largely the
saving, and thereby investment capacity basically of the rural population. The
majorities of Nepal's rural household members earn less, saving less and investing less.
There is the widening gap between savings and investment, especially covering rural
economy. The growing demand of rural credit channeled especially rural economy has
not been fulfilled by the financial institutions, MFIs, FINGOs, INGOs, NGOs, etc. The
phenomenon indicates that the majority of rural population still relies on merchants,
money lenders, friends, relatives, traditional cooperatives, etc; for undertaking financial
actions on socio-economic activities by paying astronomical interest rate (Sigdel, 2009,
156-157). Informal finance is likely to be widespread in rural/remote areas. Because an
informal financial activity is not systematically reported, its importance is likely to be
significantly underestimated. Furthermore, stories about unscrupulous money lenders
are likely to predominate, rather then the attractiveness of informal finance to the users

because of its low transaction cost in spite of high interest rates (Vogel, 2002).

A World Bank study reveals that 28 percent Nepalese households have an account with
or loan from bank. Another 25 percent households have an account with or loan from
formal financial services, and 20 percent are financially excluded with no service from
the formal or informal sector (Ferrari, et.a,1 2007, 15-16). The Financial Sector Study
of WB revealed that the formal microfinance sector has had limited import to date in
providing financial services to the rural poor. Nevertheless, microfinance is recognized
as a powerful instrument for poverty reduction in Nepal. Of the total population of
Nepal only 11 percent are served by Microfinance Institutions (MFIs). This
phenomenon has urged overwhelming majority of the poor has to look to traditional
informal sector, i.e., money lenders, family members, friends, traders, etc., for these
services (CECI/MFD, 2008, 3-4). Similarly, the study of Research Department/Nepal
Rastra Bank reveals that underdevelopment and remoteness are the main causes for
having low presence of financial institutions and microfinance institutions in Far-
Western Development Region of Nepal. Less access of roads and communication

networks have retarded access of finance process in FWDR. Scattered dwelling has
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also obstructed to have more access of finance in the region (Research
Department/NRB, 2010, 33-34).

The other research finding of Nepal Rastra Bank reveals that there are relatively under
banked areas. Comparing the number of branches of commercial banks with population
in two least developed regions; Mid-Western and Far-Western do have very little
outreach. For example, Mid-Western Development Region that has the poverty
incidence of 45 percent and secondary school enrollment ratio of 16 percent has more
than 87,000 population per branch of commercial banks and almost 68,000 population
to total number of bank branch is almost 100,000 and population to total bank branch
and financial intermediaries ratio is 78,000 in Far-Western Development Region, which
has poverty incidence of 41 percent and secondary school enrollment ratio of 15
percent (FID/RD, 2007). Similarly, the study report depicts that MFIs have served a
sizeable percentage (6.02 percent) of household in Jumla, Dailekh and Surkhet districts
of Mid-hills and Dadeldhura and Baitadi of Far-Western hills; the project areas of
"Sahakarya (co-work)" promoted by CECI. The smaller average loan size (Rs.7,434 per
loan) indicated that it has reached to 1000 income groups in the community (CECI,
of finance to the poor in Nepal, these portions of people are still bypassed by micro-
finance activities. Access of seed money through micro finance to this segment of
households is unanimously desirable to lessen existing level of poverty (Sigdel, 2008,
35-39).

3. Financial Inclusion Situation in Developing Countries and South Asia:

Financial inclusion cannot be addressed by a single product or technological
innovation, and therefore policy makers are focusing on a set of solutions best fitting to
their national context in pursuit of increased financial access for poorer population.
There is not a single predetermined recipe for improving financial inclusion and
developing country policy makers are in the best position to evaluate their unique
institutional, socio-economic, financial and political circumstances, and pursue the

strategy that best fits.
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It is revealed that half of the world is un-banked. A total of approximately 2.75 billion
adults around the world are predicted to be un-banked, out of which 138 million live in
high-income countries and some 2.61 billion live in developing countries. "Overall, 56
percent of the world is un-banked, with 17 percent adults un-banked in high income
countries and 64 percent in developing countries.... Low income countries show the
highest rate of growth in the number of branches, ATMs, and POs terminals which is
another sign of improved access to financial securities (Ardic, O, Piar, op.cit; 4-6)."
While strong economic growth has benefited hundreds of millions of Asian and lifted
many out of poverty growth alone has not been enough. Across Asia today, over 900
million people live on a less than $1.25 a day. Furthermore, growing inequalities

accentuates poverty incidence.

Table No. 1
Indicators of Outreach of Financial Services in Selected SAARC Member
Countries
Variable India Bangladesh | Pakistan | Nepal Sri
Lanka
1 | Bank Branches 6.30 4.47 473 1.72 6.87
per 100,000
persons
2 | Loan Account per | 61.61 54.73 21.93 - -
1,000 persons
3 | Deposit Accounts | 424.24 228.75 119.84 - -
per 1,000 persons
4 | Number of SHGs 22.3 12.1 - - -
(In 100,000)
5 | Number of 800 1,000 - - -
MFIs/INGOs
Source: WB, Microfinance in South Asia-Towards Financial Inclusion of the Poor, World Bank,

Washington, D.C., 2008
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Table No. 2

Access to Finance Scenario of Selected SAARC Countries

Indicators Bangladesh | India | Nepal | Pakistan Sri Bench
Lanka Mark

1 | Branch per 4.73 6.37 1.73 4.96 7.69 9-28
100,000
People

2 | ATM  per 0.29 1.93 0.28 1.25 5.67 39-167
100,000
People

3 | Deposit 255.23 442.87 | 110.40 | 171.14 | 1117.82 976-
Accounts 2418
per 1,000
People

4 | Loan 61.11 78.00 | 10.83 31.78 364.22 248-
Account 776
per 1,000
People

5 | Branch per 44.53 23.46 2.97 9.67 15.81 1-57
1,000
sg.km

6 | ATM  per 2.71 7.11 0.48 2.44 11.65 3-252
1,000
sg.km

Source: WB, Getting Finance in South Asia - Phase 1V, World Bank, Washington, D.C., 2008

Table No. 1 consists comparative data of selective SAARC countries on the
matter of financial inclusion indicate that Srilanka has the highest population outreach
of banks with 6 branches per 0.1 million population followed by India. Outreach of
bank is found to be poorest in Nepal; i.e., 100,000 persons have the access of 1.72 bank
branches. Srilanka is closer to bench mark figure in this respect but failed to be at 9-28
benchmark i.e, branch per 100,000 people depicted on Table No.2. Access of ATM has
found to be fairly satisfactory in Srilanka, i.e., 5.67 per lakhs population followed by
India and Pakistan 1.93 and 1.25 per lakhs population respectively. Similarly,
deposit/loan account per thousand people is in within the benchmark figure for
Srilanka. These figures were not found to be satisfactory in the case of India and

Pakistan. Nepal and Bangladesh are poor performers in this regard. In South Asia there
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are 317 bank accounts per 1,000 adults, compared with 635 bank accounts per 1,000
adults in developing countries. Likewise, in South Asia, there are 38 bank loans per
1,000 adults compared with 245 bank loans per thousand adults in developing countries
(CGAP, 2010).

4. Financial Inclusions and Financial Deepening Situation in Nepal:
Table No. 3
Financial Institutions Growth (1990-2011)

Typeof 11990 | 1995 | 2000 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012*
Institution
Commercial 5 0 | 13 | 17 | 18 | 20 | 25 | 26 | 27 | 31 32
Bank

Development

Bank 2 3 7 26 28 38 58 63 71 87 89

Finance

Company - 21 45 60 70 74 78 7 79 80 76

Micro-credit
Development - 4 7 11 11 12 12 15 18 21 22
Bank

Saving and
Credit - 6 19 20 19 17 16 16 15 16 16
Cooperatives

Microfinance
NGOs

Total 7 44 98 181 | 193 | 208 | 235 | 242 | 255 | 280 272
*Mid April Figures
Source: Nepal Rastra Bank, 2012

Despite the small size of the economy, Nepal has reasonably diversified financial
sector. Nepal initiated its first financial reform in the mid 1980s and the sector has
grown over the years and financial institutions have proliferated since then. The
financial sector in Nepal is governed by the Bank and Financial Institutions Act (BFIA-
2006). BFIA, the umbrella act of financial legislation, superseded the Agriculture
Development Bank Act (1967), Commercial Bank Act (1974), the Finance Company
Act (1985) and the Development Bank Act (1995). BFIA Act categories financial

institutions as: A, B, C, D, depending upon their minimum capital requirements.
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Central bank (Nepal Rastra Bank) regulates and provides licenses to these financial

institutions.

Liberalization in financial sector in 1990s decade facilitated for the existence and
initiation of banks, finance companies, microfinance development banks, etc. As a
result, by July 2010, the member of commercial bank, development bank, finance
company saving credit cooperatives and microfinance NGOs reached to 27, 71, 79, 18,
15 and 45 respectively. This figure further increased in 2012 and stood at 32, 89, 76,
22,16 and 37 respectively (See, Table No.3). There are three public commercial banks
- Nepal Bank Limited (NBL), Rastriya Banijya Bank (RBB), and Agricultural
Development Bank Limited (ADBL) and 24 private banks. Despite the rapid entry of
new private banks, these three public banks still dominate the country's banking system
and account more than 30 percent banking sector assets. Additionally, these banks have
the largest branch networks, representing more than half of the bank branches in the

country.

Despite the presence of various financial institutions; they have failed to serve more
population of Nepal. Financial service provision particularly in rural/remote hills and
mountain is still insufficient. About one fifth of the national population is not
financially served at all and more than a quarter has only access to informal financial
entities, such as, family members, money lenders, shopkeepers or landlords (Jpras,
Ulrike, 2009, 21-22). Indeed, while the remote/rural areas and poor people can be
considered "under banked", competition between financial providers in the market
segment of the wealthy in the urban areas particularly in Kathmandu Valley is high due
to the steady increase in the number of financial intermediaries. The formal financial
system is not that much successful to serve large part of national population; which
would be essential support for inclusive growth, job creation, lessening of poverty and
risk management. Cumbersome and long widened bureaucratic procedure in obtaining
loan, inflexible loan schemes, and collateral requirement make the formal financial

intermediaries incredible for most of the loan takers.
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Table No. 4

Outreach of Financial Services in Nepal

Type

Saving Clients

Loan Clients

2007

2008

2009

2010

2007

2008

2009

2010

Community
based

655,220

821,073

861,456

982,821

332,253

400,304

568,042

642,029

Savings &
Credit
Cooperatives

524,761

677,111

715,667

22,398

209,905

270,845

429,400

493,439

Small
Farmers
Cooperatives
Ltd.

130,459

143,962

145,789

160,423

122,348

129,459

138,642

148,590

Commercial
Oriented

697,961

845,401

1,011,658

1,126,250

562,310

655,266

748,404

829,511

Commercial
Banks/
Development
Banks

199,500

89,700

83,213

92,815

119,500

89,700

83,213

92,815

vi

Microfinance
Development
Banks

392,761

456,382

547,000

613,090

322,741

372,034

418,559

464,912

vii

Grameen
Bikas Banks

174,664

170,598

176,400

177,590

159,834

153,520

159,982

160,979

viii

Private
Micro
Finance
Development
Banks

218,700

285,784

370,510

435,500

162,907

218,514

258,577

309,933

Financial
NGOs

185,700

299,319

381,445

420,345

120,069

193,532

246,632

271,784

Total

1,353,181

166,474

1,873,114

2,109,071

894,562

1,055,569

1,316,446

1,471,540

*

Source:

As of July

Dhakal,

Narahari,

Financial

Inclusion: _State

Microfinance, Washington D.C., 2011, pp 4-5.

of Art in Nepal, CGAP, Gateway to

The main financial service providers in Nepal are; commercial banks, development

banks, savings and credit cooperatives, small farmer's cooperatives, microfinance

development banks, grameen bikas banks, private microfinance development banks,
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financial NGOs, community based institutions, etc. Table No. 4 depicts the outreach of
these financial institutions and service providers in Nepal. The outreach of financial
service providers has found to be at increasing trend. For example, there were
1,353,181 saving clients from FSP in 2007, which rose to 2,109,071 saving clients in
2010. Similarly, there were 894,562 loan clients of financial service providers as
mentioned in 2007, which also increase up to 1,471,540 in 2010. Despite the
diversified financial institutions, access of finance is still poor in Nepal. Only 30
percent of Nepalese households have an account with or a loan from formal or semi-
formal financial institutions, while 70 percent have no access to institutional finance
but rely on informal sources of finance or financially excluded. Financially excluded
households are higher in the hills and mountain areas (80 percent of the households),
and among the poorest households (75 percent). Exclusive reliance on informal lending

is more common in the western region (77 percent) (ADB/RFSA, 2010, 2-3).

Nepal Living Standard Survey (NLSS-I1I) depicts that some 39.9 percent households
have access to bank branch within 30 minutes walking distance and 53.9 percent
households have access to cooperatives within 30 minutes walking distance (CBS,
2011, 55-60). Of the total accessed households, 32.8 percent poorest household have
access to the bank walking 3 hours or more; in the case of cooperatives, some 15.8
households have access to the cooperatives walking more than 3 hours or more. In
urban areas 89.0 percent households have access of bank up to 30 minutes walking
distance while in rural areas only 26.9 percent households have access of bank walking
distance of 30 minutes. Thus, NLLSS-III reveals that less and less population have
access of bank and banks branch in rural/remote areas while the access of finance

situation (bank) to some extent have found to be improved in urban developed areas.

Nepal's difficult topography, inadequate legal regulations, problems in state owned
commercial banks making it difficult for the meaningful financial intermediaries to
serve the market. Liquidity, however, does not seem to be a problem for the banking
system, also due to deprived sector lending policy, refinance policies and provision of
central bank (Nepal Rastra Bank); remittance has facilitated further the banking sector

to have needed liquidity.
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Table No. 5

Financial Expansion and Depth of Commercial Banks

2007 2008 2009 2010 2011
(Mid April
Figure)
i Commercial Banks 546 5901 752 966 1,215
Branches
ii | Population per Branch 47,120 | 44,499 | 36,800 | 29,300 23,800
iii | Deposits in 325.8 375.6 | 495.8 569.0 590.9
Commercial Banks (In
billion Rs)
iv | Per Capita Deposits | 12,663 | 14,282 | 17,900 | 19,500 20,100
(Rs)
v | Loan and Advances of 324.1 387.0 406.7 472.3 524.9
Commercial Banks (In
billion Rs)
vi | Per Capita Loan (Rs) 12,598 | 14,717 | 14,700 | 16,700 18,000
Source: Economic Surveys (GON)/Nepal Rastra Bank.
Table No. 6
Branches of Financial Institutions (FIs) in Nepal
Development Commercial Development Finance Total
Banks Banks Company
EDR 178 48 24 250
CDR 500 140 169 809
WDR 174 126 63 383
MWDR 66 31 8 105
FWDR 48 13 1 62
Total 966 358 265 1,589
Source: Nepal Rastra Bank, Kathmandu, 2011

The data shows that commercial banks branch expanded rapidly over the years. In 2007
there were 546 commercial bank branches throughout the country that increased up to

1215 in Mid April 2011. Similarly, the outreach of commercial bank seems to be
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promising with the expansion of bank branches. This could be revealed through the
figure of population per branch figure, i.e., in 2007 some 47,120 population had one
commercial bank branch while this figure for 2011 stood at 23,800 population per
commercial bank branch (See, Table No. 5). Deposits and loan of commercial banks
rose satisfactorily over the years. Per capita deposit and loan increased form Rs. 12,663
and Rs. 12,598 in 2007 to Rs. 20,100 and Rs. 18,000 respectively in Mid April, 2011.
Financial expansion and depth situation improved over the years in Nepal. But most of
commercial bank's activities have been found to be concentrated in and around
accessible development regions, namely; Central Development Region followed by
Western Development Region and Eastern Development Region. The other regions as
Mid-Western and Far-Western Development Region failed to possess more branches of
Commercial Banks, Development Banks and Finance Companies; etc. (See, Table No.
6). One can reach on the conclusion that the pace of financial penetration and debth
remained comparatively sluggish in the case of Far Western and Mid Western

Development Region of Nepal.

Table No. 7

Financial Deepening Status of Nepal

Indicators 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
M2/GDP 53.8 | 558 |56.3 |59.6 |544 |60.3 |63.6 |60.8
(Nominal)

Private Credit to | 60.2 | 608 |643 |608 |666 |653 |695 |69.8
M2

Private Credit to | 27.3 | 282 |30.7 |34.1 |495 |531 |56.1 |55.0
NGDP

Total Borrowing | 23.2 | 238 |26.8 |323 |353 |343 |333 |312
to GDP (GDP
Current Price)

Total Deposit to | 21.8 | 215 |215 |206 |193 |17.7 |158 | 154
GDP (GDP
Current Price)

Source: i)  GON/MOF Economic Surveys; NRB/RD, Monetary Policy for FY 2011/12, Research
Department (NRB), Kathmandu, July, 2011.
i)  Self-calculation.
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The pace of financial deepening also reflect financial inclusion situation in the
economy. A closely related literature studies the effects of financial deepening,
typically measured by M2 to private credit, and market capitalization as a ratio to GDP.
Beck, Levine and Loyza find that financial deepening affect growth through an
increase in total factor productivity (Beck, T, (et.al), 2000, 261-300). Sharma argues
that the three dimensions of financial inclusion are accessibility, availability and usage
of banking services. Accessibility could be measured by the penetration of banking
system by the value of credit per thousand population. Availability could be measured
by the number of bank branches and number of ATM's per 100,000 people. The proxy
used for the usage dimension is the volume of credit plus deposit relative to GDP
(Sharma, et. al., op.cit, 4-5)

With the existence of more Commercial Banks, Development Bank, Finance
Companies, Microfinance Development Bank, Saving Credit Cooperatives, etc.; the
financial deepening process intensified over the years in Nepal. Table No. 7 depicts
financial deepening status under which M2/GDP ratio increased from 53.8 percent in
2003 to 60.8 percent in 2010. Similarly, private credit to M, ratio was 60.2 percent in
2003, which also increased in 2010 and stood at 69.8 percent. Likewise, the magnitude
of private credit to GDP also increased from 23.2 percent in 2003 to 55.0 percent in
2010. Similarly, the total borrowing volume to GDP was 23.2 percent in 2003, which
also increased up to 31.2 percent in 2010. However, the total deposit to GDP figure
remained volatile over the years; the data reveals. This may be due to withdrawal of
deposited money by the depositors viewing less faith on banks due to the deterioration
on financial health of bank and other financial institutions coupled with political

uncertainties.

5. Reviews on the Policies Related to Financial Sector:

Legal system plays pivot role in the operation of financial market. They ensure the
efficient intermediation of capital flows and domestic savings. Bank and other financial
institutions hold claims on borrowers, the value of which is depend upon the certainly
of legal rights and the predictability and speed of their fair and impartial enforcement
(WB, 2005, 1-2). The new NRB Act - 2002 in it's preamble has spelled out maintaining

faFm@-3090 T qro



and achieving price stability through the execution of an appropriate monetary and
foreign exchange policies, promoting stability in the banking and financial sector
through establishing regulations, inspections and supervisions; developing a secured,
healthy and efficient payment system; and promoting trust and credibility towards a
financial system, are the new objectives of NRB. Nepal Rastra Bank (Central Bank) is
authorized to regulate, control and develop the banking system, license new banks and
financial institutions. It is also mandated to supervise, regulate and monitor commercial
banks, development banks, microfinance development banks, as well as, licensed

financial NGOs and cooperatives involve with microfinance activities.

With the inducement of Bank and Financial Institutions Ordinance (BAFIO-2006) bank
and non-bank financial institutions are categorized A, B, C, D class banks and financial
institutions. Accordingly, under A class bank, there comes commercial banks, under B
class there comes development banks, under C class finance companies and D class all
microfinance development banks. Presently, A class licensed institutions are required
to lend at least 3 percent of their total outstanding loans and advances, B class license
institutions shall require to extend 2 percent of their total credit and C class licensed
institutions are required to lend 1.5 percent in deprived sector lending (NRB, 2010,
401-402). Financial Intermediary Act - 1998 (1st Amended in 2002) facilitates
Financial NGOs (FINGOs) for doing limited financial intermediation like small
savings, group savings, micro credit and agent banking. The announcement of
Microfinance Policy - 2007 by Government of Nepal in 2007 is another breakthrough
on the access of finance front. The prime goal of National Microfinance Policy - 2007
is to support in poverty lessening drive through sustainable, simplified and access
oriented MF service delivery to the poorest of the poor segment of people of Nepal
(EAD/RD, op.cit; 12-13). It is learnt that NRB has already submitted the final draft of
Micro Finance Authority Act - 2010 to the Government of Nepal. The main thrust of
this Act is to support on poverty lessening efforts of GoN through various MF activities
in both urban as well as rural areas focusing the deprived/poor segment of people via
the conduct of various income generating and self-employment activities. Additionally,
this final draft of Act spells that "through the enactment, it is expected to expand access

of microfinance intervals, to promote MFIs through support programmes and
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supervision/ monitoring of entire MFIs would be made accordingly” (NRB/MFD,
2007/08, 2-3).

Monetary Policy of fiscal year 2011/12 further commits on the access to finance to the
poor/deprived segment of population in Nepal. Accordingly, confessing less access of
finance in western part of Nepal, this policy felt the need to conduct study on the access
situation. Furthermore, it commits that it would work on the sphere of financial
education in the rural/remote regions. Monetary policy has spelled to provide interest
free loan up to Rs. 1.5 million based on the institutions capital strength, if class 'D'
(microfinance development banks) financial institutions extend their financial services
by opening new branch in the more specified (remote/rural) districts with limited
financial access. With a view to increase access to financial services, there is a
mandatory provision for deprived sector lending. Monetary policy revised the existed
mandatory and set the provision that commercial banks, development banks and
finance companies should lend 3.5 percent, 3.0 percent and 2.5 percent of their total
loans to the deprived sector respectively (NRB/RD, 2011, 16-18). Likewise, Monetary
Policy also spells on the extension of loan up to Rs. 0.3 million to the women
population of deprived sector for running various micro enterprises. Monetary Policy
also commits on the establishment of an autonomous Microfinance Development Fund

(MDF) to expand outreach of MFlIs to the poor and deprived sector.

Three Year Plan (2010-13) of Nepal confesses less access of finance situation of the
country and commits for more financial access through its policies and programmes.
Accordingly, it has set the objective that the plan would work intensively for the spread
out of banking services throughout the country. For this, the legal framework would be
formulated as well as advocacy will also be intensified during the plan period, it spells.
Additionally, it is committed to induce various tools of microfinance and work for
upgrade of MFI's capacity on the drive of financial inclusion during the plan period.
Nepal's current plan expects the outcomes as; there would be magnified state on the
front of access of finance, additional 0.3 million population will have microfinance
outreach and women/deprived segment of population will be benefited from self-

employment programmes run by MFIs in the country (NPC, 2011, 41-43).
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6. Constraints and Future of Financial Inclusion Vs Financial Growth of Nepal:

Nepal's topographical condition and remoteness has been hindering on financial
inclusion drive. Underdevelopment is one of the major causes for having low presence
of bank and financial institutions especially in remote hills, mountains of Western and
Far- Western Development Regions of Nepal. Physical and electronic connectivity and
information availability, indicated by road network, telephone and use of ATM/Internet
also play positive role on enhancing financial inclusion. This is found to be lagging in
the case of Nepal. Nepal has the pace of connection of road network particularly
through mid and southern belts but it lags north-south linking road network. East West
highway via hills and mountains plays crucial role on the drive of connecting
development regions, districts and zones. Additionally, country is not yet electrified,;
this situation is further poor in rural/remote parts. Nepal is poor performer on social
inclusion front too. That is why Nepal has low per capita income; nearly 25 percent
population fall on absolute poverty line. Poverty incidence in mountain is high (42.27
percent) followed by hill (24.32 percent) and plain (23.44 percent). Illiteracy is rampant
in remote mountain and hills regions. However, the literary status in urban areas,
valleys and terai belt is comparatively better in this respect. The literacy rate has stood
at 54.1 percent among the population of which some 42.8 percent females are found to
be illiterate (CBS, 2010, 5-6). Low pace of urbanization has been hindering on the
penetration of bank and financial institutions including MFIs. Majority of poor rural
people are still not amalgamated with financial institutions and their branches. Over
reliance on agriculture and its underdeveloped situation has also hindered on the
financial inclusion process. Additionally, sluggish growth of industry and commerce
sector is also responsible for having less access of finance. Over concentration of
various financial institutions in the plains and accessible places forbids the flow of
finance in the rural/remote hills and mountain regions, where there is dire need of seed
money for running heterogeneous self-employment income generating activities.
Likewise, high transaction costs of using formal financial services available at
commercial banks and their branches has also limited the access of finance to the low

income people of rural/remote areas.
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The pace of financial inclusion in Nepal became slow in the past because of less
commitment of GON on rural sector's growth through its investment programmes on
basic overheads as road, airport, expansion of communication network and the
provision of health, education; etc. Mountain/hill regions are always bypassed; that is
why Nepal failed to have meaningful inclusion (socio-economic) through which it
could obtain satisfied degree of growth targeted under its past plans and programmes.
Finding solutions to encourage greater financial inclusion has not typically been a core
activity of central banks and financial system regulators. But, the widespread
realization that financial inclusion is critical for poverty lessening, balanced growth and
economic stability has resulted in growing leadership and ownership of the issue by

policy makers.

Social inclusion plays vital role on the deepening of financial inclusion process in the
country. Social sector investment by the GON (education and private sector training;
etc.) would broaden the scope of financial inclusion. Government-private partnership
on building socio-economic overheads facilitates on the growth of financial sector
thereby supports financial inclusion process. Lessening of monopoly practices of few
big state owned banks and financial institutions through meaningful or divestment
processes creates cozy environment for private sector to work on financial expansion
drive in the country. Cost of access to finance in rural/remote is pretty high in Nepal.
For this, a peculiar type of subsidy programmes targeting MFIs and Fls working in
remote/rural areas should be induced by GON, NRB through their policy measures.
This process paves the way to these institutions to work even in rural/remote areas with
more credit and programmes on behalf of poor/deprived household members.
Poor/deprived Nepali people are honest, hard working and optimistic about future.
Rural credit demand is pretty high to run various self-employment income generating
activities, but they have few plots of land asset, which is not sufficient to obtain loan on
collateral basis. Thus, group guarantee basis loan should be provided to such segment
of poor people by Fls and MFIs; which yields better outcome on the front of financial
inclusion. Additionally, demand driven MF activities from the part of MFIs would play
vital role on the financial inclusion drive in the future. Intensification of financial
literacy programme, familiarization of new MF products could yield better outcome on

the front of financial inclusion process. For this; GON, central bank and Fls should
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work jointly through policies, programmes and advocacies. Additionally, key elements
of financial infrastructure such as credit information system, enforcement of collateral
and functioning payments, remittances and securities settlement systems are vital to
facilitating greater access of finance, improving transparency and governance, as well

as safeguarding financial stability (Stein, 2010, 18-19).

7. Conclusion and Recommendations:

7.1 Conclusion:

Financial inclusion plays vital role on growth and poverty lessening drive in developing
countries like Nepal. Empirical studies reveal that financial inclusion supports growth,
fosters financial deepening process and thereby yields successful outcome on socio-
economic betterment of poor people. Despite various efforts in the past, Nepal is not
that much successful on financial inclusion front. That is why, she is still one of the

poor and under developed economies in the world.

The data depicts that half of the world population is un-banked of which 17 percent
adults are un-banked while this figure for developing countries is 64 percent. Srilanka
has the highest population outreach of banks with 6 branches per 0.1 million population
followed by India. The outreach of the bank is revealed the poorest in Nepal i.e.,
100,000 persons have access of 1.72 bank branches. Majority of the selected SAARC
countries namely Srilanka, India, Bangladesh, Pakistan and Nepal have failed to
maintain benchmark i.e. branch per 0.1 million people, ATM per 0.1 million people,
deposits accounts per thousand people, loan account per thousand people, branch per
thousand sg.km. and ATM per thousand sq.km. (9-28, 39-167, 976-248, 248-776, 1-57,
3-252). There are 317 bank accounts per 1000 adults in South Asia compared with 635
bank accounts per thousand adults in developing countries. Likewise, there are 38 bank
loans per thousand adults in South Asia compared with 245 bank loans per thousand

adults in developing countries.

The prime financial service providers in Nepal are; commercial banks, development
banks, savings and credit cooperatives, small farmers cooperatives, microfinance
development banks, FINGOs, community based institutions, etc. The saving clients of

these financial services providers (FSPs) were 1,353,181 persons in 2007, which
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increased to 2,109,071 persons in 2010. The loan clients were 894,562 persons in 2007,
which rose up to 1,471,540 persons in 2010. It is estimated that some 30-35 percent
Nepal's households have loan account in formal financial institutions. Financially
excluded household are higher in remote hills and mountain i.e.; 80 percent
households. Exclusive reliance on informal lending is more common particularly in

western region of Nepal.

Nepal Living Standard Survey (lI1) reveals that in urban areas, some 89.0 percent
households have access of bank up to 30 minutes walking distance while this figure in
rural areas, 26.9 percent households has access of bank on 30 minutes walking
distance. The survey concludes that less and less Nepali population have access of bank
and banks branches in rural/remote areas while access of bank situation is found to be

quite comfortable in urban and accessible areas.

The data reveals that there witnessed rapid expansion of commercial bank branches
from 2007 onward. With this expansion the outreach figure changed over the years. For
example, in 2007 47,120 populations had access to one commercial bank branch, which
decreased to 23,800 populations per commercial bank branch in 2011. Both per capita
deposit and loan increased in the period of 2007-2011. This supports for the expansion
and increment in the debt of financial activities in Nepal. It is also found that despite of
the growth of financial activities of commercial banks over the years, their activities are
basically clustered in and around accessible areas; remote and rural areas are bypassed
from commercial banks activities. Additionally, financial deepening status of Nepal
improved over the years. M,/GDP percent, private credit to M, percent, private credit
to GDP percent, total borrowing to GDP percent, total deposit to GDP percent were
53.8, 60.2, 27.3, 23.2 and 21.8 in 2003 which increased to 60.8, 69.8, 55.0, 31.2 and
15.4 percent respectively in 2010; the indication of an improvement in the financial

deepening status of Nepal.

Nepal also committed on financial liberalization vs deepening drive through various
policies/plans and programmes. Nepal Rastra Bank Act, 2002, Bank and Financial
Institutions Ordinance 2006, Financial Intermediary Act, 1998 (Amendment in 2002),
Microfinance Policy 2007, Monetary Policy 2012 and Three Year Nepal's Plan (2010 -
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2013); are the instances through which Nepal committed on financial inclusion,
financial deepening and satisfied growth of the economy. Nepal's topographical
condition and remoteness has been hindering on financial inclusion, and growth drive.
The sluggish pace of social inclusion further retarded the pace of financial inclusion.
Formal financial services have become costly for deprived/poor household members.
Less Government investment in rural/remote areas is also one of the causes for the slow
pace of financial expansion and deepening in Nepal. Government Private sector
partnership on building socio-economic overheads in fact works on the growth of

financial sector and in turn supports financial inclusion process.

7.2 Recommendations:

Privately run Microfinance and Financial Institutions are performing well in MF sector
in Nepal. On the other hand, the performance of Public Rural Finance Institutions is not
that much satisfactory. Timely divestment or handover of ownership of these
institutions to the proper private entrepreneurs could yield better outcome. GON and
NRB should be effortful through policies on the outcome-oriented divestment or

merger of such public owned MFIs functioning in the economy.

There in no concrete legal and regulatory framework designed for rural financial
institutions especially cooperatives and financial NGOs working in rural areas of
Nepal. Poor Nepali people have deposited money/asset in such institutions. Due to poor
governance practices in such institutions, the malpractices from the part of management
of such institutions may occur; there is the fear that public funds could be misused.
This could be the threat for the smooth functioning of rural financial sector. Thus, GON
and NRB should work hand in hand at policy and implementation level too with sound

policy along with supervision/monitoring tools.

Majority of MFIs have been found to be clustered either in urban or in accessible areas.
There is a duplicating practice among MFIs which has obstructed the balanced
financial inclusion practices. Such practices should be lessened by MFIs. Meaningful
penetration of MFIs in rural areas with production-oriented schemes could work well
on the poverty lessening drive through the assurance of heterogeneous self-employment

programmes. Government should promote introduction of basic banking-relevance,
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service, merits as a topic in secondary and higher secondary classes in all educational
institutions. Likewise, banks should also design and organize aggressive education cum
promotion campaigns in un-banked rural/remote areas to enhance financial literacy and
awareness. Financial inclusion process could deepen further with the launch of such

activities in remote/rural areas by bank and financial institution.

Despite the risk factor, financing of first time entrepreneurs is a must for financial
inclusion and growth. Thus, bank and financial institutions functioning in the economy
should arrange and provide technical advice for such entrepreneurs. They will have to
tone up their risk assessment and risk management capacities and provide for these

facilities.

Credit Information Service Center (CISC) designed for rural area should be set up at
the earliest in Nepal. Credit information services to rural finance institutions will
improve gradually their risk mitigation and overall rural finance sector governance.
Additionally, despite increase in the use of financial products and services in all
regions, of Nepal a large segment of Nepali population still remains financially
excluded. Information on the rural finance market is lagging. In-fact, without the
quality data; it is impossible to construct indicators to guide the agendas needed for
financial inclusion that Nepal needs. Tailoring of supervision mechanism from the
concerned institutions and strengthening the institutional structure of financial
education and protection of user's right would paved the way on speed up of financial

inclusion process.
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Functional Structure and Development of Urban Centers along
the Siddharatha Highway (A case study of Tansen and Butwal
Urban Centers)

GOPI KRISHNA PANDEY (PH.D)*
Abstract:

Urban centers are dynamic centers of exchange and commerce where population
density is comparatively higher, people are socially and economically heterogeneous
and majority of them depand on secondary and tertiary activities. Whatever, the origin
and occupational type of town it becomes the focal point of a surrounding areas. The
‘Central Services’of trade and institutions have been the most important economic base
of town’ throught history. The word function is commonly used to mean an activity. It
is the driving force of a town life and influences to a very large extent its growth. It
comprises all commercial, social financial, developmental and administrative activities,
which are associated with market towns as a central place and therefore, they are
central functions. Tansen is along the Siddhartha Highway in the Palpa district. It is
known as historically important town and also a tertiary getaway town. And it performs
a variety of functions; conversely, small size centers hold less number and less types of
functions than large urban centers. Butwal is a medium sized urban center. It is a
secondary gateway town and is also fastly growing urban center along the Siddhartha
Highway. It's present location is the meeting place of two distinct physiographic
regions the southern Tarai plain and the Northern Chure hills. It still plays as an
intermediary role for the flow of goods and services between the two physiographic
regions. On the other hand, it contains large number and variety of functions than
Tansen along the Siddharatha highway. This paper attempts to analyse functional
structure and development of urban centers along the Siddharatha highway in general
and Tansen and Butwal in particular in terms of functional structure, functional range,
functional magnitude, growth of shopping units and flow of traders in different period
in Tansen and Butwal urban centers are also analysed here. The inventory sheet was
also used to record only the functional units by visiting all 29 urban centers. Out of 29

urban centers, two urban centers were selected for detailed survey. Fifteen percent of
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the total retailing and wholesaling trading unit (shop owner) of each of the selected
urban centers has been selected for interview. Stratified random sampling method was

used.

Key words: Urban centers, functional structure, functional magnitude, functional range, flow of

traders, commodities, growth of shopping units.

|. Introduction

Every urban settlement, large, or small, is in some degree a centre of trades and
institutions, for the very essence of urban character is the provision of goods and
services for the tributary area. Whatever, the origin and occupational type of town it
becomes the focal point of a surrounding areas. The ‘Central Services’of trade and
institutions have been the most important economic base of town’ throught history.
“Cities do not grow up of themselves countryside set them up to tasks that must be
performed in central places’” (Markjefferson, 1931). Towns and cities accommodate a
variety of functions but all of them are not equally important in contributing to urban
growth. There are activities which bring in income from outside and other which
service the people engaged in the primary group. The support of a town depand on the
functions it performs not for itself but for a tributary area. Some writers have used term
‘basic’for those functions discharging for non local market and “non-basic’ for those
concerned with the maintence of the well being of the people engaged in the “’basic’’
group. The word function is commonly used to mean an activity. It is the driving force
of a town life and influences to a very large extent its growth. It comprises all
commercial, social financial, developmental and administrative activities, which are
associated with market towns as a central place and therefore, they are central
functions. Functional Structure or central functions are the outgrowth of the
relationship between a central place and customer (Pradhan, 1998). These are thus
leading to a close relationship between the residences of the consumers and the location

of the services.

Tansen is along the Siddhartha Highway in the Palpa district. It is known as historically
important town and also a tertiary getaway town. And it performs a variety of

functions; conversely, small size centers hold less number and less types of functions
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than large urban centers. Butwal is a medium sized urban center. It is a secondary
gateway town and is also fastly growing urban center along the Siddhartha Highway.
It's present location is the meeting place of two distinct physiographic regions the
southern Tarai plain and the Northern Chure hills. It still plays as an intermediary role
for the flow of goods and services between the two physiographic regions. On the other
hand, it contains large number and variety of functions than Tansen. This article
explains the functional structure and development of urban center along the
Siddharatha highway on the basis of varieties of urban functions like retailing,
wholesaling, professional, personal, and industrial. It tries to highlight about the
functional range and fuctional magnitude of 29 urban centers in general and Tansen
and Butwal particular. Growth of shopping units and flow of traders in different period

in Tansen and Butwal urban centers are also analysed here.

1. Methods and materials

The primary source of data is the main basis of this study. The detail information for
this study has been acquired from the extensive field survey. For detailed field survey
two urban areas Tansen and Butwal have been selected. Field data were collected from
two different methods; one was observation method and the other an interview method.
Observation method was used for the collection of primary data in Tansen and Butwal.
One of the main concerns of this study was to describe the functional structure of urban
center and development along the Siddharatha highway. In order to fulfill this
objective, it is necessary to enumerate all types of functional unit or establishment
located in the urban centers. The inventory sheet was used to enumerate (record) all
functional establishment units located in the municipalities. Interview method has been
used for shopkeeper survey, personal service survey, professional, and retail industry
and manufacturing survey. The interview was conducted on the basis of sample.
Selection of sample for the collection of data has been under taken in two
municipalities Tansen and Butwal urban centers in different periods. The street vendors
and temporary shops (shop stalls with temporary structure) were also recorded. The
inventory sheet was also used to record only the functional units by visiting all 29
urban centers. Out of 29 urban centers, two urban centers were selected for detailed

survey. Fifteen percent of the total retailing and wholesaling trading unit (shop owner)
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of each of the selected urban centers has been selected for interview. Stratified random

sampling method was used.

In this study interpretation of the available data and information are mostly descriptive
and in some cases an analytical interpretation with quantitative technique is also done.
In addition of these, other quantitative and graphic techniques such as percentage, ratio,
tabulation, cumulative table and so on are used wherever possible. Similarly, the
analysis is further strengthened with the help of cartographic technique. This is one of

the important basic tools of the method of analysis of this study.

I11. Study Area

There are twenty-nine urban centers with different sizes along the Siddhartha Highway.
Tansen and Butwal urban centers are the most important urban centers than other urban
centers in locational strategic and functional structure point of view. Therefore, these

urban centers have also been chosen to show the functional structure and development.

Tansen is the Headquarter of Palpa district and it lies in Lumbini zone in Western
Development Region of Nepal. Geographically, Tansen is located at 83°35 East
longitude and 27°23 North latitude and lies on the southern gentle slope of the
Mahabharat Lekh (Range) (which is locally known as Shrinagar danda) at an altitude of
about 1372 meters above the sea level. The town has covered an area of 3979 hectares.
It is surrounded by Brangadi and Chapapain VDC in the north, Chirtungdhara VDC in
the east, Telgha VDC in the west and Madanpokhara VDC in the south (Map 1.1). The
study area of Tansen is located 300 km west from Kathmandu, the capital city of Nepal
and 39 km north from Butwal. Tansen and Butwal have play the important role in
economic, social and cultural development of many surrounding villages. Tansen is
along the Siddhartha Highway in the Palpa district. It is known as historically important
town and also a tertiary getaway town. It has functional linkage and integration with
their surrounding areas due to the facilities of road connection. The accessibility factor
is important to determine the extent of relationship between urban centers and
hinterland areas. And it performs a large number and variety of functions; conversely,

small size centers hold less number and less types of functions. All these important
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components of Tansen are crucial to determine the effectiveness of their functions for

rural development. Therefore, this urban center is selected in the study.

Butwal is a medium sized urban center. It is a secondary gateway town and is also
fastly growing urban center along the Siddhartha Highway. It's present location is the
meeting place of two distinct physiographic regions the southern Tarai plain and the
Northern Chure hills. It still plays as an intermediary role for the flow of goods and
services between the two physiographic regions. On the other hand, it contains large
number and variety of functions. It has great role in rural development in terms of easy
accessibility with hinterland areas. Due to the Tarai town there is no problem of
accessibility than other towns along the Siddhartha Highway. It has a great periphery
area. It is also located at transport nodal point. Both Tansen and Butwal towns have
distinct character. All these important components are the determinant factors for the
selection of these two urban centers.

Map 1.1
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Table 1.1 Functional Structures of Tansen and Butwal Urban Centers

Source: Field Survey, 2005

Figure: 1.1
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Source: Field Survey, 2005.

Table 1.1 shows that the commercial functions are most important of all

functional units of Tansen. It accounts for 62.0 percent in the whole. Of the commercial

function retailing is the most important function in Tansen. It accounts for 36.0 percent.

The catering function is the second important function in Tansen. It accounts for 24.0

percent in the whole (Figure 1.1).
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The wholesale function accounts for 2 percent only. Service functions accounts for 6.6
percent in total functional units of Tansen. In the case of service function personal

service is more important than other.

Industrial functions are the third important functions in Tansen. It accounts for 21.9
percent. Of the two broad types of industrial functions the manufacturing industry is
more in number than retail. But the relative importance of industries/mills are very high
(Table 1.1).

The institution functions represent 9.6 percent in the total functional units. This type of
Functions includes Bank, extension, cooperative, social services, school, and health as

well as other government services (Table 1.1).

Butwal is the next important selected town. The functional structure of Butwal town is
different from functional structure of Tansen. It has large numbers of functional units.
Commercial function accounts for 52.9 percent. Among the commercial functions
retailing is the most important function in Butwal. It accounts for 37.6 percent (Table
1.1)

The second important function is industrial function in Butwal. It account for 32.5
percent of the whole. Of the industrial functions, retail service industries are more
important than manufactured/mills. But the relative importances of manufacturing

industries are very important to generate employment for people (Table 1.1).

Entertainment service function is the least important in Butwal. It account for 0.6
percent of the whole (Table 1.1). The service oriented function has covered 8 percent in

Butwal. It includes personal professional and entertainment services.

The institutional functions represent 6.7 percent in the total functional units. The
percentage of institutional functions of Tansen is more than Butwal, because Tansen is

Headquarter of Palpa.
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Figure: 1.2
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Source: Field Survey, 2005.

IV Functional Range

Functional range refers to varieties of types of functions in the market centers. In
general, the range of functions and the magnitude of functions in the market centers are
positively correlated. Market centers with larger number of functional units tend to
have greater range of functions. Likewise market centers with lower magnitude of

functions tend to provide lower range of functions.

In order to analyze the functional range of urban centers along the Siddharatha
Highway fifteen types of functional units are identified. These includes: retailing,
wholesaling, catering, personal service, professional service, retail service industry,
industries and mills, entertainment, extension service, education, health and other
government institutions as well as religious and cultural functions. Table 1.2 shows the
distribution of market centers by the range of functions. On an average market centers
along the Siddharatha Highway provide 6 types of functions. Functions or services
offered by all centers include retailing and catering. Table 1.2 indicates that centers
with more than 10 functional types accounts for 20.7 percent. The most notable centers

with more range of functions are Butwal Tansen and Waling. Butwal has the highest
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range of functions followed by Tansen, Putalibazar and Waling. The centers with less
the 5 functional rages is more in number. It account for 10.4 percent. The centers with
entertainment, industries, veterinary financial institution and personal services are very
low in number. The six centers like Karadi, Malunga, Kerabari, Jhumsa, Pumdivumdi

and Khadakhola do not have educational institutions.

Table: 1.2
Distribution of Urban Centers along the Siddharatha Highway by Functional
Range
Centers Distribution
with
S.No. £ ional Name of urban Centers
unctional | Number | Percent
range

1. 5 or less 11 38.0 Karadi, Bayatari, Khadketari, Sarketari,
Parsebhati, Kubendi, Thulibidi,
Malunga, Khadekhola, Pumdihbumdi,
Kerabari

2. 6-7 5 17.2 Anghakhola, Ramdi, Jumsha, Dumre,
Phedikhola

3. 8-9 4 13.7 Padsari, Kothihawa, Valbari,
Arebhyanjayang

4. 10 3 10.4 Manigram, Shankarnagar, Thutepipal

5. >10 6 20.7 Butwal, Tansen, Walling, Putalibazar,
Bayarghari, Galyang

Total 29 100

Source: Field survey, 2005.

V. Functional Magnitude

Functional magnitude refers to the total functional units of the urban centers. It
indicates relative importance of urban centers. Generally; it is assumed that centers of
importance have higher functional magnitude. In other wards, small market centers
accommodate lower number of functions where as large market centers accommodate
higher number of functional units. This measures the relative size of the urban centers
prevailing in the Siddharatha Highway. There are more urban centers with less than

100 functional units. Number of such urban centers is 19. They are Padsari, Kothihawa,
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Valbari, Jhumsa and Kerabari etc (Table 1.3). Four urban centers like, Thutepipal,
Manigram, Shankarnagar and Arebhanjayang have to 100-200 functional units. Two
urban centers Bayarghari and Galyang are have more than 300 functional units. Among
them, Butwal is the largest with 3,419 functional units with commercial as the
dominant functions. Butwal municipality with 3,419 functional units is the largest
urban center along the Siddharatha Highway. Kubende, Thulibidi and Bayatari hold 11
functional units. The table 1.3 shows the distribution of functional magnitude of the

urban centers along the Siddharatha Highwa
Table: 1.3

Distribution of Urban Centers by Functional Magnitude

Centers Distribution
with
S.No. £ ional Name of urban centers
unctional | Number | Percent
units
1. Below 100 19 | 655 Padsari, Kotihawa, Valbari, Jnumsa,
Kerabari, Dumre, Anghakhola,
Ramdai, Malunga, Karadi, Bayatari,
Khadketari, Phedikhola, Sarketari,
Parsebhati, Kubendi, Thulibidi,
Khadekhola, Pumdibhumdi
2. 100-200 4 13.8 Thutepipal, Manigram, Shankarnagar,
Araybhanjyang
3. 200-300 2 6.9 Bayarghari, Galyang
4, More than 4 13.8 Butwal, Tansen, Walling, Putalibazar
300
Total 29 100

Source: Field Survey, 2005.

V1. Growth of Shopping Units in Tansen and Butwal
In this section functional unit refer only the shops. The sample survey is carried on to

study the growth of functional units (shops) in two selected towns. This indicates the

growth of shopping units.
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Table: 1.4

Growth of shops Tansen and Butwal

Opening of Shops by Traders

Urban | Before | 1950- | 1960- | 1970- | 1980- | 1990- | After | Total
Centers | 1950 1960 1970 1980 1990 2000 2000

Tansen 6 8 11 11 14 16 11 77
% 7.8 10.3 14.3 14.3 18.2 20.8 14.3 100
Butwal 12 16 24 31 37 45 56 221
% 54 7.2 10.9 14.1 16.7 20.4 25.3 100

Source: Field Survey, 2005.

Table 1.4 indicates that growth of shops in Tansen and Butwal in different periods. Out
of 77 sample shops, 6 shops had existed before 1950 in Tansen and lagers numbers of
shops (16) were established during the period of 1990-2000. Out of 221 sample shops,
12 shops had existed before 1950 in Butwal and larger numbers of shops (56) were
established during the period of after 2000.

VII. Flow of Trader in Tansen and Butwal

The development trend of the selected two urban centers along the Siddharatha
Highway is analyzed in terms of flow of business entrepreneurs into them. Both towns
are traditionally and historically important. Therefore, the movement of traders for
established trade or other economic activities in market place is an indication of their
development. In Nepal market places have always been the centers of attraction to
small entrepreneurs. Based on the information provided by the sample shopkeepers, it
is found that there is gradual rise in magnitude of flow of traders in these market

centers for different purposes.
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Table: 1.5 Flow of Traders in Tansen and Butwal

Number of Sample traders
S.No. Source Places Tansen Butwal
No. % No. %
1. Local 50 64.9 82 37.1
2. Neighbouring VDCs 21 27.3 96 43.4
3. Large urban centers 6 7.8 43 19.5
Total 77 100 221 100

Source: Field Survey, 2005.

The analysis of the origin places of shopkeepers presents a number of spatial flows.
These flows have been categorized into three major sources such as local,
Neighbouring VDCs and large urban centers. The local traders are major contributors
for the development of the selected market centers as they account for 64.9 percent of
traders in Tansen. But in Butwal it accounts only for 37.1 percent. The neighboring
VDC:s refer to the places located within the districts. From neighboring VDCs the flow
of traders accounts for 27.3 percent in Tansen and 43.4 percent in Butwal (Table 1.5).
The movements of traders are also noted to have come from large urban center like
Bhairahawa, Kathmandu, Birgung, Pokhara and Indian town (Nautanawa, Gorakhpur).
Such traders accounts for 7.8 percent in Tansen and 19.5 percent in Butwal. These are

the most important sources of traders for the development of selected urban centers.

VI1II1. Flow of Traders in Different Period in Tansen and Butwal

The present study shows that the traders have come to Tansen and Butwal for business
in different periods. Based on the information provided by the sample shopkeepers, the
analysis of flow of shopkeepers indicates that there has been gradually increasing the

magnitude of flow of traders since 1950 in Tansen and Butwal.
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Table: 1.6

Flow of Traders in Different Periods

Year

Urban
Center | Befor | 1950- | 1960- | 1970- | 1980- | 1990- | After

1950 | 1960 | 1970 | 1980 | 1990 | 2000 | 2000
Tansen 5.4% 8.1% | 13.5% | 10.8% | 16.2% | 27.1% | 18.9% | 100%
Butwal 5.8% 7.9% | 10.1% | 12.6% | 16.9% | 20.8% | 25.9% | 100%

Source: Field Survey 2005

Total

Table 1.6 shows the flow of non local traders in selected towns in different
period. It is noted that number of traders from outside the towns is gradually in
creasing. Higher number of traders are noted have come during (1990-2000) in Tansen
and after (2000) in Butwal and both towns accounts for 27.1 percents and 25.9 percent

respectively (Table 1.6).

IX. Reasons for Coming to the Selected Urban Centers

The business entrepreneurs have been moving to the urban centers. Parental
and business, road accessibility, Lack of employment in the place of origin and more
profitable business in towns and other are the important reasons for incoming to the

towns to run business (Table 1.7).

Table: 1.7
Reasons for Coming to the Selected Urban Centers
Urban | Parental Road Lack of More Others | Total
Centers | Business | accessibility | employment | Profitable
Tansen 29.6% 18.5% 11.1% 33.3% 7.5% | 100%
Butwal 14.4% 21.6% 12.9% 41.1% | 10.0% | 100%

Source: Field Survey 2005

Note: Figure in parenthesis indicates the percentage of reason for coming in towns.

Table 1.7 shows that about 33 percent and 41 percent of sample traders have
came in Tansen and Butwal because business is profitable respectively. About 29

percent and 14 percent of business entrepreneurs have agreed that parental business
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have been more attractive for business. These are the second largest reasons for coming

to Tansen and Butwal for business.

Conclusion

On the basis of above discussion it may be concluded that the construction of
Siddharatha Highway has brought about significant changes in the location of urban
centers. The growth and evolution of urban centers is related to the development of
transport system. There are twenty nine urban centers along the Siddharatha highway.
All these twenty nine urban centers are not of equal importance. Some play important
roles in the hinterland while other develops services as local shopping center only. Of
the twenty nine urban centers along the Siddharatha highway some urban centers were
originated and developed before the construction of Siddharatha highway and some of
the urban centers were originated and developed after the completion of Siddharatha
highway. Butwal, Tansen, Waling and Putlibazar are traditionally important urban
centers. Most of the urban centers were emerged between 1970- 1980. Among the
twenty nine urban centers Ramdi, Jhumsa, Aryabhanjyang are also old urban centers.
Tansen and Butwal urban centers have existed there before the construction of
Siddharatha Highway. Tansen was incorporated as municipality in 1961 A.D with a
total population 20,431 in 2001 and 1365 functional units in 2005. Butwal was
incorporated as municipality in 1972 A.D and had a total population of 75,384 and
3,419 functional units. Functional magnitude is the most important criteria to measure
the relative importance of urban centers. Butwal municipality with 3,419 functional
units is the largest urban centers along the Siddharatha Highway, Kubendi, Bayatari
and Thulibidi are small urban centers with less function. Urban centers with larger
numbers of functional units tend to have greater range of functions. There are four
broad categories of urban functions. They are commercial functions, service functions,
industrial functions and institutional functions. In Tansen and Butwal towns
commercial functions appear to be the most important functions. It accounts for 62.0
percent in Tansen and 53 percent in Butwal. The wholesale functions accounts for 2
percent only in Tansen. The wholesale function covers 5.6 percent in Butwal. The
establishment of shops in different period shows the growth of urban centers. The

development trend of the two selected urban centers along the Siddharatha highway is
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shown on the basis of flow of business entrepreneurs (shopkeepers) into them. The
origin place of shopkeepers presents a number of spatial flows. The flows of
shopkeepers have been categorized into three major sources like local, neighboring
villages and traditional or large centers. The most shopkeepers are local in Tansen. It
accounts for 65 percent. In case of Butwal about 37 percent of shopkeepers are local.
The second source areas are neighboring VDCs of the same district. From neighboring
VDCs the flow of shopkeepers in Tansen and Butwal account for 27 and 43 percent
respectively. Personnel, professional and entertainment services are the service
functions. Industrial functions cover retail service and repairing service and
manufacturing. Institutional function includes health, education, police service, Bank,

and cooperative service and other government administrations services.
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Is Micro-finance an Effective Tool to Achieve MDGs? A Case
of Nepal
Bharat Ram Dhungana*
Abstract

Millennium Development Goals (MDGs) are complex, multidimensional and ambitious common
goals that created special attention to the all developing as well as developed nations for
managing the required resources, developing strategy and implementing the project. The MDGs
of poverty reduction to the maternal mortality reduction in the context of Nepal have been
expected to meet the target till 2015, however, there is high degree of commitment and efforts
need to be continued. The sixth and seven MDGs are quite complex and challenging to fulfill.
There is no single intervention program adequate for the achievement of MDGs, however, micro-
finance (MF) services are one of the best alternatives of financial inclusion and poverty
reduction in Nepal. The government initiated micro-finance institutions (GIMFIs) and private
initiated MFIs (PIMFIs) have been providing greater access of MF services to the people who
have been excluded by the formal financial services. MF intervention programs have been
playing supportive role for the achievement of millennium development goals especially reducing
poverty and hunger, universal primary education and women empowerment. So, the government
should promote the MF industry for the effective expansion of financial services to the
marginalized and disadvantaged people.

Keywords: Financial inclusion; micro-finance; millennium development goals; poverty
reduction.

Background

Micro-finance is unique among development intervention that helps to reduce poverty
through micro-credit services to the ultra poor and disadvantaged people. The formal
financial institutions including commercial banks became failure to provide loans to
marginalized people without collateral. The MFIs provide micro-loans to the low-
segment people and create an opportunity to become self-sufficient through micro-
saving and credit activities. Micro-finance services around the world are popular to the
people who have no collateral to offer against the loans but have indigenous skills and
strong desire to undertake economic activities for self employment and income

generation.

The micro-credit and other financial services are not only used in business sectors for
the creation of micro-enterprises but also invested by the borrowers in health and

education, household emergencies, and other wide variety of areas. The range of
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services includes loans, savings facilities, insurance, transfer payments or remittances,
micro-pensions and so on. Evidence from the millions of micro-finance clients around
the world demonstrates that access to financial services enables poor people to increase
their household incomes, build assets, and reduce their vulnerability to the crises that

are so much a part of their daily lives.

Micro-finance industry has been effective in reaching millions of poor people, in
providing them with the financial services and in reducing their poverty (Simanowitz
and Walter, 2002).

The United Nations’ Millennium Development Goals (MDGs) have stimulated the
development community with an urgent challenge to improve the welfare of the
world’s neediest people. These goals are the expression of the international
community’s commitment to universal development and poverty eradication made in
the UN Millennium Declaration in September 2000. MDGs contain a set of concrete
targets to be achieved by 2015. Donor agencies are orienting their programming around
the attainment of the MDGs and are mobilizing new resources to reduce hunger and
poverty, eliminate HIV/AIDS and infectious diseases, empower women and improve

their health, educate all children, and lower child mortality.

Data and Methodology

The main objective of this paper is to assess the role of MF for the attainment of MDGs
in Nepal. This paper is based on the secondary data that have been published by the
government and regulatory institutions such as various issues of Economic Survey,
Banking and Financial Statistics and Periodical Plans. Moreover, the publications of
the international institutions such as Human Development Report, MDGs Progress
Report and other relevant sources of data have been extensively used. The researcher
has confined the study of government initiated and private initiated MFIs under the
category of D class and their linkage with the MDGs. The saving and credit
cooperatives (limited banking activities) and financial intermediaries non-government
organizations (FINGOs) are not under the scope of the study. Descriptive statistics has

been applied for the analysis of the data.

faFm@-3090 T %9



MF and MDGs: Empirical Evidences

MFI such as the Grameen Bank has helped to increase significantly household
incomes, productivity, workforce participation and rural wages in many Bangladeshi
villages. MF programmes help poor borrowers over time and meet their immediate
needs (Khandker, 2001). The level of absolute poverty is 75 percent lower in the

Grameen Bank villages than in villages without such a programme (Khandker, 1996).

There are also evidences of positive impact of micro-finance, particularly through
increasing income (Wright, 2000; McGuire and Conroy, 2000; Khandker, 2001),
increasing consumption of household (McGuire and Conroy, 2000) and reducing
vulnerability (Wright, 2000; Zaman, 2000). Micro-finance strengthens social assets and
some aspects of women's empowerment (Sebstad and Cohen, 2000; Morduch and
Haley, 2001).

A detailed impact assessment study of BRAC in Bangladesh suggested that members
who stayed in the program for more than four years increased household expenses by
28 percent and assets by 112 percent. Another analysis of household level data
demonstrated that access to financial services enabled BRAC clients to reduce their
vulnerability through smoothing consumption, building assets, and receiving services

during natural disasters (Mustafa and et al, 1996).

An impact study of a microfinance program in Uganda, conducted for the USAID-
AIMS project, showed that client households invest more in education than non-client
households. Microenterprise revenues were important in financing the education of
their children for over half of the client households. Clients also were significantly
more likely than non-clients to pay school charges for a non-household member. This
has implications for keeping orphans and the children of households affected by
HIV/AIDS in school (Barnes, Gary and Richard, 2001).

A study commissioned by USAID-AIMS, reported that clients in the FOCCAS
microfinance program in Uganda, who received health care instructions on
breastfeeding, preventive health, and family planning, had much better health-care
practices than non-clients. 95 percent of clients engaged in some improved health and

nutrition practices for their children compared to 72 percent of non-clients. Thirty-two
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percent of clients had tried at least one AIDS-prevention practice compared to 18

percent for non-clients (Barnes, Gary and Richard, 2001).

A survey of 1300 clients and non-clients in Bangladesh showed that credit-program
participants were significantly more empowered than non-clients on the basis of their
physical mobility, ownership and control of productive assets (including homestead
land), involvement in decision making, and political and legal awareness. This
empowerment increased with duration of membership, suggesting strong program
influence. The study also found, in some cases, that program participation led to an
increase in domestic violence. However, over time men and families became more
accepting of women’s participation, which eventually led to a decrease in violence

(Hashe mi, Sidney and Ann, 1996).

Microfinance programs from different regions report increasing decision-making roles
of women clients. The Women’s Empowerment Program in Nepal found that 68
percent of its members were making decisions on buying and selling property, sending
their daughters to school, negotiating their children’s marriages, and planning their
family. These decisions traditionally were made by husbands. World Education, which
combines education with financial services, found that women were in a stronger
position to ensure female children had equal access to food, schooling, and medical
care (Cheston and Lisa, 2002).

Micro-finance has positive relationship with poverty reduction (Goal 1) through asset
accumulation like land, house, livestock, household utensils and tools/machines;
attainment of primary education for the children (Goal 2) through change in
expenditure pattern on food, clothing health care and children's education; promotion
of gender equality and women's empowerment(Goal 3) through gender equity
promotion. The health target (Goal 4, 5 and 6) has also been affected indirectly as
client group seem more conscious about their health, better nutrition and health post
visit at the time they fell sick and management of environmental resources as forests
(Goal 7) through change in household energy types and future plan by the clients
(Bashyal, 2006).
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Micro-finance has a positive impact on most borrowers' lives and shows that
establishing micro-enterprises and increasing productivity through micro-loans is an
efficient way to develop human resources and eradicate hardcore poverty in the remote
areas. The findings provide evidence that small loans can encourage the development
of rural enterprises, skills and confidence in rural women and the social standing of
rural women. The study made by Chan and Ghani, 2011 concludes that micro-finance

is an empowering tool in vulnerable remote areas.

Millennium Development Goals (MDGs)

The global conferences of UN held in 1990s concentrated a number of different key
global development goals and targets to focus, equalize and harmonize the needs and
status of the people all over the world. In September 2000, the representatives of 189
nations, including 147 heads of state and Government adopted the Millennium
Declaration during the Millennium Development Summit of the United Nations. The
international development targets and the development goals were merged together and
renamed as the Millennium Development Goals (MDGs). There are eight MDGs that

include:

1. Eradicate extreme poverty and hunger

2. Achieve universal primary education

3. Promote gender equality and empower women
Reduce child mortality

Improve maternal health

Combat HIV/AIDS, malaria and other diseases

Ensure environmental sustainability

© N o g &

Develop a global partnership for development.
MDGs and Human Development Index (HDI) in South Asia

The number of people living in extreme poverty and poverty rates fell in every
developing region including in sub-Saharan Africa, where rates are highest. The
percentage of people living less than $ 1.25 in South Asia is 51 percent in 1990 where
as this has been decreasing trend in each period. In 2005 it is 38 percent and in 2008 it

is 34 percent. The target of eradicating extreme poverty and hunger between 1990 and
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2015 the proportion of people whose income is less than $ 1 a day by halve. This
situation in the context of developing region is 47 percent, 27 percent and 24 percent
respectively in the year of 1990, 2005 and 2008. The number of extreme poor in the
developing regions fell from over 2 billion in 1990 to less than 1.4 billion in 2008
(MDGs Report, 2012).

Table 1: HDI in South Asian Nations in 2012

Name of | Rank HDI Life Expected GNI Per
Country (Value) Expectancy Years_ of* Capita
(Years) Schooling (2005
(YYears) PPP3)
Afghanistan 175 0.374 49.1 8.1 1,000
Bangladesh 146 0.515 69.2 8.1 1,785
Bhutan 140 0.538 67.6 12.4 5,246
India 136 0.554 65.8 10.7 3,285
Maldives 104 0.688 77.1 12.5 7,478
Nepal 157 0.463 69.1 8.9 1,137
Pakistan 146 0.515 65.7 7.3 2,566
Sri Lanka 92 0.715 75.1 12.7 5,170

Source: Human Development Report, 2013
* 2011

Sri Lanka has a higher HDI among the South Asian Region where as Afghanistan lies
in the poor rank. Sri Lanka is the only one country having categorized into high human
development in the South Asia. Maldives, India and Bhutan lies in the medium human
development and rest are in the low human development in the region. The life
expectancy of of Afghanistan is very miserable as compared to other nations of the
region. Pakistan has low expected years of schooling and Afghanistan has the lowest

GNI per capita in the region.

The Status of MDGs of Nepal
Nepal lies in the low human development country and lies in second lower rank in

South Asia in terms of HDI. The GNI per capita is very low and the economic growth
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of the country is also very low as compared to the other nations of the South Asia.

Economic growth is the single most important factor for poverty reduction. The status
of MDGs of Nepal since 1990 to 2010 and its target has been highlighted through the

following table:

Table 2: The Status of MDGs of Nepal

Goals

Indicators

1990
Status

1995
Status

2000
Status

2005
Status

2010
Status

2015
Target

Percentage of
population below $
1 aday

335

NA

37.7

241

19.7

17

Percentage of
population  below
national  poverty
line

42

NA

38

31

25.4

21

Percentage of
population  below
minimum level of
dietary energy
consumption

49

NA

47

NA

36.1

25

Net enrollment rate
in primary
education (%)

64

69

81

87

93.7

100

Literacy rate of 15-
24 years old (%)

49.6

56.2

70.1

73

86.5

100

Ratio of girls to
boys at primary
level

0.56

0.66

0.79

0.90

1.00

Ratio of girls to
boys at secondary
level

0.43

0.56

0.70

0.82

0.93

Ratio of women to
men at tertiary
level

0.32

NA

0.28

NA

0.83

Under five
mortality rate

162

118

91

61

50

54

Proportion of one-
year olds
immunized against

42

57

71

85

85.6

>90
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measles

5. Maternal mortality | 515 539 415 281* 229 213
rate

6. Age group | NA NA NA NA 0.49 0.35
between 15-49
with  HIV/AIDS
Infection (%)

Proportion of 46 70 73 81 80.4 73
population  with
sustainable access
7. to an improved
water source

Proportion of 6 22 30 39 43 53
population with
sustainable access
to improved
sanitation

Source: Human Development Report, MDGs Progress Report and Economic Survey of Various
Issues

NA: Not Available *2006

The indicators of MDGs of Nepal show the progress and achievement of major MDGs.
The first MDGs of poverty reduction in the context of Nepal are going to achieve till
2015. The poverty reduction has been an explicit goal of development planning in
Nepal since mid 1980s and the government has given high priority to fulfill this goal in
each periodic plan. The net enrollment rate in primary education is also near to the
target. There is possibility of achieving literacy goal till 2015 and the government has
also given high priority over this agenda and conducted literacy program. The third
MDGs regarding the gender equity and women empowerment has been also

satisfactory.

The child mortality rate and maternal mortality rate reduction goal have been near to
the target and it shows better performance. The reduction of HIV/AIDS infections is a
challenging goal and government has prioritized to control within its plan of action.
There is high level commitment to control the spread of HIV/AIDS infections to the
target. Finally, environmental sustainability remains to be a major challenge and

deforestation continues to be a serious local problem. The growing population has
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posed a great challenge to provide safe drinking water and sanitation services in both
the urban and rural areas. The achievement of this goal is also complex and

challenging.

The Status of MF in Nepal

Though the development of micro-finance in Nepal dates back with the establishment
of thirteen cooperatives by the government in the Chitwan district in 1956, MFIs were
formally developed and categorized in mid-1990s. There are 28 MPFIs including
government initiated and private initiated MFIs under the D class in the country till
April, 2013. Among them, five regional rural development banks are government
initiated MFIs and operating in each development region with the objective of
providing necessary financial resources to engage rural ultra-poor people in various
income generating activities. Similarly, twenty private initiated MFIs are providing
retail lending and remaining three are wholesale lending MFIs. Moreover, there are 16
saving and credit Cooperatives (limited banking activities) and 33 NGO based financial

intermediaries licensed by NRB, performing the micro-finance services in Nepal.

Table 3: Growth and Development of Micro-finance Institutions in Nepal

. Mid July
Micro-
finance 198 | 198 | 199 | 199 | 200 | 200 | 201 | 201 | 201 | 201
Institutions 0 5 0 5 0 5 0 1 2 3*
MFDB 0 0 0 4 7 11 18 21 24 28
SCC 0 0 0 6 19 20 15 16 16 16
FINGOs 0 0 0 0 7 47 45 38 36 33
Total 0 0 0 0 33 78 78 75 76 77

Source: Banking and Financial Statistics, NRB, Various Issues

MFDB means Micro-finance Development Banks (D class MFIs including government and
Private initiated)

SCC means Saving and Credit Cooperatives (Limited banking activities)
FINGOs means NGOs (Financial Intermediaries)

*April
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The Outreach of Nepalese Micro-finance Industry

The government initiated MFIs (GIMFIs) have been working in each development
region of Nepal. Paschhimanchal GBB (PGBB) and MGBB have the highest number of
districts coverage (14 each) and PUGBB has covered the lowest (6 districts only). The
government initiated GBBs have 165 branches over the five regions that has occupied
28% of the MF industry on the basis of number of branches. PGBB has the highest
number of branches (44) and Sudur Paschhimanchal GBB (SPGBB) has the lowest
(21). The outreach indicators show that PGBB has better efficiency and performance

compared to other GIMFlIs.

Table 4: Outreach of MFIs in Nepal

S| Type No. | DC No. of No. of No. of LD (Rs MSB
N of of Branch | Membe | Borrow | Million) (Rs
MFIs | MFls es rs ers Million)
1. | GIMFI 5 60 165 185,151 | 135,616 | 34,922.8 | 997.05
S (52) 6
2. | PIMFI 20 424 709,213 | 506,906 | 72,651.4 | 5,411.36
S 4
3. | WLM 3 10 269,274 | 206,462 | 21,938.5 0.00
Fls 1
4. | Total 28 599 1,163,6 | 848,984 | 129,512. | 6,408.41
38 8

Source: Banking and Financial Statistics, NRB, Monthly Statistics, April 2013 and authors'
compilation.

GIMFIs = Government Initiated MFIs; PIMFIs= Private Initiated MFIs;WLMFIs= Wholesale
Lending MFIs; DC = Districts Covered; LD = Loan Disbursement and MSB = Members Saving
Balance.

Parenthesis figures indicate actual districts covered and non-parenthesis indicates the target in
column 4.

The private initiated MFIs (PIMFIs) are in the form of wholesale and retail lending.
The RMDC, Sanakisan and First Micro-finance are the three wholesale lending MFIs
and they have a target of providing intermediary financial services to the all districts of
Nepal but till the date RMDC has 67, Sanakisan has 49 and First Micro-finance has 36

districts coverage of financial services. These institutions have only 10 branches and
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269,274 members. Moreover, it has 206,462 borrowers and loan disbursement amount
is Rs. 21,938.51 million.

Another form of PIMFIs is retail lending MFIs and the number of these institutions is
20 till April, 2013. The Nirdhan, Chhimek, Swablamban, Deprosc and Nerude are the
major leading PIMFIs and providing greater access of micro-finance services to the

people who have been excluded by the formal banking financial services in Nepal.

Performance of Micro-finance Institutions in Nepal
The performance of micro-finance institutions can be measured in terms of outreach

(How many clients are being served, collection performance (How effective is the
micro-finance institution in collecting its loan?), financial sustainability (Is the micro-
finance institution profitable enough to maintain and expand its services without
continued support from subsidized donor funds?) and efficiency (How well does the
micro-finance institution control its administrative costs?). The performance of

Nepalese MFIs has been highlighted through the following table:

Table 5: Performance of MFIs in Nepal

Rs. Million
S Type of MFIs AlE AEE AOOE All ANP(AN
N L)
1. | GIMFIs 38.10 29.33 5.80 72.02 (1.56)
2. | PIMFlIs 37.07 29.36 8.59 85.11 18.24
3. | WLMFIs 66.44 10.98 7.57 186.35 59.17
Total 141.61 69.67 21.96 343.48 75.84

Source: Banking and Financial Statistics, NRB, Monthly Statistics, April 2013 and authors'
compilation.

AIE = Average Interest Expenses; AEE = Average Employees Expenses; AOOE = Average
Office Operating Expenses; All = Average Interest Income; ANP = Average Net Profit and ANL
= Average Net Losses.

The GIMFIs have negative average net profit (Rs. 1.56 million) and PMFIs and
WLMFIs have generated high amount of average net profit. The PUGBB and SPGBB

are operating at loss and rest GBBs has positive average net profit. The PIMFIs have
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average net profit is Rs. 18.24 million, out of which Chhimek, Nirdhan and Deprosc
MFIs have Rs. 109.11 million; Rs. 94.95 million and Rs. 70.72 million respectively.
The WLMFIs has the highest amount of average net profit among the MFIs, out of
which RMDC has the highest (Rs. 107.86 million) and the First Micro-finance has the
lowest (Rs. 10.72 million).

Role of MF for Attaining the MDGs in Nepal

Since micro-finance services have been considered as an effective tool of financial
inclusion as well as poverty reduction, so it has been playing a significant role for the
achievement of MDGs. MF is the way of reaching to the poor and marginalized people
that helps to achieve the MDGs. Once the level of poverty is reduced and living
standard is increased, the consequence effect also helps to fulfill the other goals of
millennium development. The GIMFIs and PIMFIs have been providing greater access
of micro-finance services to the people who have been excluded by the formal financial
services. Moreover, they are providing employment opportunities, empowering women
and enhancing socio-economic status of the people. Thus, micro-finance has a positive

role for the achievement of MDGs in Nepal.

Micro-finance Policies

The government of Nepal, promulgated 'National Micro-finance Policy, 2008' in order
to do away with the problems related to organizational and legal issues with a view to
smoothly providing micro-finance services in the rural areas, increasing the access of
the destitute class to such services, creating a healthy and competitive atmosphere
among MFIs, and encouraging the private sector to get involved in the task of
providing such services on a sustainable basis (RMDC, 2009). The major highlights of

the policy are as follows:

o  Enhance the supply of micro-finance services to the rural and urban poor to suit to
their geographical, social and economic diversity.

e Improve for the smooth flow of micro-finance services with or without collateral
(group guarantee) to the poor and the destitute by establishing a standard

procedure for identifying the target groups.

faF@-3090 TIW que



e The government will provide necessary help to the micro-finance institutions for
social mobilization, capacity development, organizational development, re-
structuring, and also will encourage wholesale micro-credit providers both from
public as well as private sectors.

e The government will also integrate micro-finance with various poverty alleviation
programs and projects and implement these in a coordinated manner.

e The government will coordinate its activities with the institutions responsible for
micro-enterprise development and assist the targeted poor people for their
enterprise development.

e The government will establish relations with micro-finance service providing
institutions (MFIs) such as Community Organizations (COs), and Savings and

Credit Groups (SCGs), by making a legal provision to easily recognize these MFIs.
Government Policies

Since draft act of 'National Micro-finance Development Fund' has been submitted to
Government of Nepal, autonomous micro-finance fund will be established to enhance
credit to poor and deprived sector by expanding base of micro-finance transaction after
its enactment. An initiation will be taken to establish 'Micro-finance Authority' to
regulate MFIs and process will be forwarded to establish an autonomous 'Micro-

finance Fund'.

Given the dearth of financial institutions in the nine districts of Manang, Humla,
Kalikot, Mugu, Jajarkot, Bajang, Bajura and Darchula, necessary provision will be
made to allow “D” class financial institutions to collect deposits from the general
public up to five times of their core capital. A study needs to be conducted and the
recommendations will be implemented about financial access in the hills of Far-
western and Mid-western Development Regions where the access of financial service is
very poor. A national strategy will be prepared to address the ineffective financial

services due to low financial literacy (NRB, 2012).

The government and regulatory authority are responsible for institutional arrangement,
legal framework, support services provision, regulation and supervision for wider

expansion of MF services to the target people. The MF services should be focused to
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the target people who are really excluded by the formal commercial institutions. The
government should develop basic infrastructure and create an appropriate environment
to attract private investors to expand their financial services to the remote areas. The
government should have a supportive and promotional role to enhance the MF industry

that helps to reach financial services to the marginalized and disadvantaged people.

Concluding Remarks

MDGs are complex, multidimensional and ambitious common goals that created
special attention to the all developing as well as developed nations for managing the
required resources, developing strategy and implementing the project. The MDGs of
poverty reduction to the maternal mortality reduction in the context of Nepal have been
expected to meet the target till 2015, however, there is high degree of commitment and
efforts need to be continued. The sixth and seven MDGs are quite complex and
challenging to fulfill.

There is no single intervention program adequate for the achievement of MDGs.
Among many intervention programs for achieving MDGs, micro-finance services are
one of the best alternatives of financial inclusion and poverty reduction in Nepal. The
GIMFIs and PIMFIs have been providing greater access of micro-finance services to
the people who have been excluded by the formal financial services. Moreover, they
are providing employment opportunities, empowering women and enhancing socio-
economic status of the people. Micro-finance intervention programs have been playing
supportive role for the achievement of millennium development goals especially
reducing poverty and hunger, universal primary education and women empowerment
program. So, the government should promote the MF industry for the effective

expansion of financial services to the marginalized and disadvantaged people.
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Appendix 1: Outreach of Nepalese MFIs

S Name of Number | Number | Number | Number Loan Members
N MFIs of of of of Disburs Savings
Districts | Branche | Membe | Borrowe | ement Balance
Covered S rs rs (Rs (Rs
Million) Million))
1. | PUGBB 6 (6) 31 36,270 | 30,777 | 9,357.1 85.82
9
2. | SPGBB 9 (8) 21 19,026 8,830 1,691.4 57.84
5
3. | PAGBB 16 (14) 44 61,932 | 39,454 | 11,665. 326.15
47
4. | MPGBB 15 (10) 30 29,979 | 19,777 | 5,079.2 258.28
4
5. | MGBB 14 (14) 39 37,944 | 36,778 | 7,129.5 268.96
1
GBB Total 60 (52) 165 185,151 | 135,616 | 34,922. 997.05
86
6. | Nirdhan 40 (40) 105 187,382 | 121,860 | 20,141. | 1,179.57
55
7. | Deprosc 25 (25) 54 77,230 | 56,690 | 7,665.3 393.18
3
8. | Chhimek 75 (34) 61 171,940 | 135,220 | 16,890. | 2,123.48
75
9. | Swablam 43 (43) 102 155,119 | 106,071 | 18,936. | 1,114.76
ban 12
10 | Nerude 15 (15) 39 65,810 | 50,423 | 6,177.0 358.59
8
11 | Naya 5 (5) 6 3,847 3,383 357.36 29.72
Nepal
12 | Summit 10 (4) 8 11,306 9,164 830.17 76.21
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13 | Sworojgar 3(3) 8 11,599 8,866 614.79 58.60
14 | Nagbeli 3(2) 4 4,731 3382 297.46 19.87
15 | Kalika 5(5) 8 5,731 3530 267.66 25.03
16 | Mirmire 10 (3) 3 2,313 1452 57.49 3.50
17 | Janauttha 10 (5) 3 2,868 1491 90.02 9.00
n
18 | Mithila 3(3) 3 1,977 1904 188.20 7.11
19 | Womi 11(2) 3 854 556 12.22 1.68
20 | Lax 9(9) 9 3,683 1728 60.71 7.13
21 | ILFCO 10 (2) 1 934 850 48.75 3.93
22 | Mahila 2 (2) 1 234 29 1.01 NA
23 | Vijaya 4 (4) 4 222 10 0.36 NA
24 | Kissan 10 (1) 1 1,401 286 13.68 NA
25 | Clean 10 (1) 1 32 11 0.73 NA
Village
Private MF - 424 709,213 | 506,906 | 72,651. 5,411.36
Banks 44
26 | RMDC 75 (67) 1 0 77 8,083.6 0.00
7
27 | Sanakisan | 75 (49) 8 269,274 | 206,308 | 12,633. 0.00
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04
28 | First MF 75 (36) 1 0 77 1,221.8 0.00
0
Wholesale 10 269,274 | 206,462 | 21,938. 0.00
Lending 51
Total 599 1,163,6 | 848,984 | 129,512 | 6,408.41
38 8

Source: Banking and Financial Statistics, NRB, Monthly Statistics, April 2013
Parenthesis figures indicate actual districts covered and non-parenthesis figures indicate the
target in column 3.

NA means not available.
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Trade policy, Liberalization and Customs

Dr. Suman Kumar Regmi*
Abstract

Tariffs affect trade, production, consumption patterns, and welfare of the trading
partners and country. These factors help to maintain absolute level of protection
through distortions associated with their structure. Tariffs create a fix in place between
domestic and global prices pushing demand towards domestically produced substitutes.
An rough structure of tariffs based on import based, distorts protection and
consumption pattern further preventing trading partners from capturing gains
associated with their comparative advantages. Therefore, a non-discriminatory tariff
liberalization if accompanied by appropriate complementary policies, is ordinarily
expected to consequence in improved allocation of resources and to obtain benefits to
the country for the reforms as well as to their commercial partners. The customs
aspects mentioned in the trade policy 2009 and Nepal integrated trade strategy 2010
have been reviewed.

Key Words: Trade policy,Liberalization, Trade taxes, Customs duties,NTIS, Customs reform.

Introduction

Trade and tariff policies are main issues for the country, especially since taxes and
duties on imports are basis of the government revenue. Country’s trade policy was
influenced by the dominant economic thought of the 1950s which called for inward
looking development model. Any country was encouraged to choose for import
substitution strategies to fight their occurrence to what seemed a worldly deterioration
in their terms of trade, which makes necessary for promoting domestic industrial

development behind high protective barriers.

Since the early 1970s, work on trade policy (particularly by the world Bank) has shown
clearly how adverse import substitution strategies have been for growth and incentives
in the country concerned. The more debt in Nepal and in other developing countries

after 1980s provided an opportunity for introducing reforms in liberalizing foreign

* The writer is associated with Trade and Export Promotion Centre-ED
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trade. Between 1985 and 1995, about 70 percent of World Bank’s structural adjustment
programs included a trade policy component, frequently involving some conditionality.
Since 1990’s, the IMF’s role in promoting trade liberalization has become more
prominent. The main objective in reforming trade policy had remained constant since

the early years of the structural adjustment programs.

Trade taxes and customs duties in world context

Globalization has many dimensions across economic, legal, financial and other areas.
The growing extent of globalization can be seen through increasing trade in goods and
services, rising investment flows across international boundaries, and mobility of
people. The transfer of information and knowledge across national border through the
internet and other means is another way in which globalization is expanding. All of
these have implications for how tax and customs duty revenue can be generated. One
aspect of globalization is the rapidly rising share that international trade play in the

world economy.

Country’s revenue structure depends to some extent upon its location and economic
structure. Taxes on foreign trade, mainly customs duties seem almost always to decline
as countries become more developed. Low-income countries tend to raise more revenue

at the border, where relatively fewer collection points that must be controlled.

Free trade is focused on aspects of globalization and the market economy. A universal,
rule based, open, non-discriminatory and equitable multilateral trading system, as well
as meaningful trade liberalization, can be substantially stimulate development
worldwide, benefiting countries at all stages of development. Bilateral trade
arrangements are unsatisfactory, largely because cross-trade is not purely bilateral. The
basic international system in place to day is the trading regime managed by the World
Trade Organization(WTO).

It is remarkable that one clear effect of the lower tariffs resulting from the WTO has
been to lower tax revenues. Taxes on trade and customs duty are particularly important

in the least developed countries. A change in trade policy does not reduce the need for
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revenues in the countries. A significant problem of trade liberalization in many
countries has thus been how to recover from other sources the tax revenues lost from

tariff reform.

There can be transition effects if tariffs are reduced. Besides the loss of revenue, a least
developed country may also lose revenue indirectly, at least in the short run ,
depending on the impact of the reduction in tariffs on domestic economic activity.
As a result, protected producers may lose market share to imports , thus reducing

profits and profit taxes.

Internal business may increase their exports, with potentially offsetting effects on
revenue. Such effects are likely to be compensated from other sources, however,
compared with the direct impact on the revenue of decreased trade taxes. As a rule, the
options available in the most suffered countries for increasing tax revenues are limited,
due to administrative constraints., political constraints, or both, import tariffs tend to be
comparatively easy for most least developed countries to administer , and the
administrative machinery to act so is already in position. The only possible solution is
usually to impose a broad based value —added tax, encompassing both imports and

domestic products, or, if such a tax already exists, to raise its rates.
Trade liberalization and customs

Least developed countries’ (including Nepal) trade and tariff policies have changed
substantially with trade liberalization. Both the direction of policy and policy
instruments used have changed, and the global context has shifted. The customs
authority is responsible for implementing the foundation aspects of trade policy
reforms and so is critical in determining whether the reform process succeeds or fails.
Trade policy restructuring changes the functions of the customs management and
requires it to review its own policy in order to move towards with a strategy to cope to
its new circumstances. Its new responsibility requires a rearrangement of its resources

to fulfill new functions, or functions that have become more important.

The new roles of area can be: reliance on protection based on duties levied on ad

valorem basis requires customs authorities to strengthen their valuation activities;
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facilitating trade through liberalization means a curtailment in physical inspection;
regional integration arrangements make it unstable to initiate inspections based on
origins of imports; and thorough reduction of exemptions often leads to a increment in
false use of expectation regimes such as, bonded transit and warehousing, making

critical to strengthen the monitoring and supervision of provisions.

Appropriate harmonization of trade policy reforms and customs reconstruction is thus
critical to the success of these. The development of trade policy has shown drastic
changes over the past some decades, and the role of customs authorities in this
circumstance has been increasing. The effectiveness of these changes in trade policy
and tariff policy in challenging has depended on the effectiveness and competence of

the customs management and on the government’s eagerness to modernize customs.

It is necessary to recognize that modernization of customs system is an important
medium to economic development. Modernization of a country’s internal customs
administration achieves growth and investment only if modernization of customs
administrations for trading partners is necessary to make sure the full obtainment of

negotiated trade advantages.

As tariff and other trade unnecessary requirements are reduced or eliminated through
global and regional trade negotiations, customs harmonization and simplification
become more and more important to ensure country’s interest in attracting foreign
direct investment(FDI). As tariff barriers are reduced, multinational and other
companies consider increasingly to the existence of business friendly policies deciding
for FDI.

The rapid increasing trends towards trade liberalization, globally and regionally
including bilaterally, place customs modernization at the focused of mutually
beneficial in the areas of : improving customs administrations strengthens further
trade liberalization through negotiated trade concessions; country modernizing their
customs arrangements observe increasing flow of FDI, placing force on their trading
partners to act in response; trade liberalization simplify the requirement of investing

behind tariffs barriers, and investors feel easy to seek business friendly environment;
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and more trade liberalization becomes a global harmonization through global and

regional basis.

While these areas surrounding trade liberalization, FDI, and customs modernization
benefits all who participate in it, the costs of non-participation will be increasingly
heavy in terms of misplaced investment and increasing economic segregation. The
argument that trade liberalization enhances economic efficiency and accelerates growth
is now nearly generally accepted. Free trade may lead to a loss of tax revenue as tariffs
and other trade taxes are cut. It is necessary to evaluate the revenue implications if
trade liberalization, focusing on what has actually happened to revenue during

liberalization, with a view to drawing policy implications.

Over the past few decades, trade liberalization has been associated with marked decline
in trade tax revenue relative to GDP in developing as well as developed countries. But
in some least developed countries, it would have difficult to reduce trade tax and

import revenue.

Reducing import tariffs as part of an overall program of trade liberalization is major
policy challenges facing many developing countries and least developed countries.
Tariff reduction should not lead to unintended changes in the relative rates of effective
protection cross sectors. Nominal tariff reductions are likely to cause short term

revenue loss.

Such loss can be avoided through a clear cut strategy in which separate compensatory
measures are considered in sequence of reducing the areas of tariff exemptions in the
existing system, of compositing for tariff reduction on excisable imports by a
commensurate increase their excise rates, and of adjusting the rate of general

consumption tax (such as VAT) to meet remaining revenue needs.

It is recommended to minimize the tariff structure, in particular reduce average tariffs,
limit the number of different tariff levels and avoid tariff peaks.
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Customs provisions in Trade policy 2009 and NTIS 2010

Customs Provisions in trade policy

Integrated customs system will be expanded in coordination with the customs of
neighboring countries for making customs clearance procedures simplified and
efficient. Customs procedures will be simplified and made effective by following the
customs valuation system based on the international trading system. Weighing
machines, x-ray machines, laboratory, cold storage and computerized system of data
management will be provided at major land customs in border and international airport
customs offices.

Physical infrastructures will be constructed at major Customs border with the objective
of developing Nepal as a transit point in the conduct of overland bilateral trade

between India and China.

The customs duty will not be levied in exports. Taxes and duty levied on raw materials
or auxiliary raw materials imported or purchased locally by the export oriented

industries will be refunded to the exporters on the basis of the quantity of export.

No customs duty will be levied on the samples sent by foreign buyers to Nepalese
exporters for export order. Provisions will be made not to levy customs duty on export
goods returned back due to non-acceptance by a foreign buyer on the basis of
documentary evidences establishing that the goods were exported. The import customs
duty will be refunded if the goods produced from the imported raw materials and
auxiliary raw materials are exported. If the import is against a bank guarantee, the

concerned customs office will be authorized to release the guarantee.

Customs Provisions in Nepal Trade Integration Strategy (NITS) 2010

Building a successful competitive export sector in Nepal will require addressing
ensuring proper market access and building domestic support institutions. Ensuring
proper market access will require Nepalese negotiators to address issues related to
non-tariff barriers(NTBs) and related regulatory and business environment issues that

may affect Nepalese exports in importing markets. The importance of tariff
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negotiations will continue to decline as tariffs shrink for goods and lose their
relevance for fast growing service exports. Building domestic support institutions that
can create a more friendly business environment and help Nepalese exporters address
the challenges of NTBs.

NITS has identified strengthening the technical capacity of domestic NTBs and other
business environment supportive institutions as one of the four objectives to respond
to these capacity development challenges for the coming years. Doing so requires
putting in place a supportive domestic support infrastructure in areas of technical

standards, trade facilitation and others.

The most attractive markets for goods exports are identified on the basis of a
composition of the size of importing market for goods or service , the rate of import
growth in individual markets, ad valorem tariffs imposed on Nepalese exporters in
individual markets ,and the tariff advantage or disadvantage between Nepalese

exporters and their competitors in the markets.

Trade facilitation has improved in recent years and decade , but Nepal remains at a
comparative advantage when compared to India and Bangladesh. Pursuing customs
modernization program , improving customs valuation, strengthening the national trade
facilitation committee to improve inter-agency cooperation and coordination of border
inspections are some of the improvement program suggested for trade facilitation and

customs reform.

Recommendations and conclusion for tax reform

The requirement of coordination of tariff reform with other tax policies is particularly
marked in country where, in several cases, trade taxes continue to account for
significant shares of public revenues and GDPs. Tariff reforms should be accompanied
by policies designed to compensate any potential loss in tariff revenue, ideally, in a
less distorted manner. Considering revenue concerns adequately into account when
designing and implementing a tariff reform should facilitate the process of multilateral

tariff liberalization.
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The policies advice in the areas of fiscal, trade, industry and other areas implications of
trade and economy liberalization stresses the use of other taxes as a compensating

measure.

The removal of non-tariff barriers(NTBs) such as quotas and bans, subsidies, and
licensing are also a common element of most trade reform packages, and another area
in which trade liberalization has broad fiscal implications. NTBs provide no
government revenue and also create hindrance to market competition that hamper
growth and often invite corruption and smuggling. Trade liberalization faces
administrative challenges that necessitate not only reform of tax and tariff policy, but

also of the fiscal bodies that support the evolving trade and tax regimes.

Reforms in the customs administration are often necessary both to increase
coordination and cooperation between customs and tax authorities, and also to
maintain customs norms and procedures into compliance with the requirements of

WTO and other free trade regimes.

Simplifying customs process, documentation, and inspection procedures and applying
more uniform tariff rates can increase the capacity of customs officials to manage with
huge trade volumes while lessening the incentives for importers to misclassify
products. Modernization and automation of customs operations can further accelerate

the clearance process.

Trade liberalization need not necessarily be linked with lower trade tax revenue or tax
revenue more generally because the effect of trade liberalization on revenues could
depend, among other things, in the nature of trade barriers and the series of reforms,
as well as the impact of earning and growth. Trade reform needs to be supported by

appropriate domestic tax reform and macroeconomic policies.

For the successful trade reform, a strong political consensus is urgent to approval for an

suitable series of the needed trade liberalization measures.
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