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Yoo FHMNH AEY T Aadiied Tedl Wblild g1 Wrerdbl G JOET el
9328 @7 TEEE OB G| TEAAG TG G AAATE AT, A A
au fawra AR, FEw wemes q9r sgea, Aide g9 W BerE, e e,
DT GIR, FIEA, G 441 WATE, WEE FETH T30, FEEr T §Hcs
qfs @ FREHRE g SEEean S GHEY T SrEel eqqe aHia
LEI R IR G M G 0 | B S E A 2 e Gl L2 A b B -2 | B B G P e
TS WA BHETS A gl Ante! |

@ /] Frafas GHET (Peer Review) T AMfgH ST T (Plagiarism Check) Tf&d
T W e WS AT A T A e R gt R s
qgal IR Gk AHT Wew TEAH [AST SHers EAsd 4 NeplOL (Nepal
Journals Online) ¥ ¥Teg TRUEHT G| T &l OGF T TGHSTHG Frerdidd! G
TR ACHT B AT T

TEAS T T THRAE AGPAC &3 AT WUHT dligeh TohaeHl AMGH TH
SHCTETE TS GWAEE A T g e Awwh gl anw R ogw
e TG g ATE AEEEA B TW W digd W aqr Tosaed!
TEAIT BT AR ARG GG q9 AFHT T@RGHl WM GEHET TidaT WU AE
faaframeraT STTeaE RS S ST AeE e woR TR |
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(@) TEHAE W U eT@dr Mgherdl 997 ST@HH! =T TIaE A S yEmee
U9 WEEA WUl AT el UHNHE] HHA Gied FHAN Agd WM B |
SEAiET <T@/ T EdR i G M G |

(1) WETHET AN ofd/Ta Tl 91 Aedifd T AP GEIEd HigeH e |
AEATET YUPT TGP SEHETS ATh B TZA |

() THET HEEEE THied O o@ Uk A% A1 gedl A9 BA GHEE T
HieTg, |

() THIHHT AR GAlE F G oraen! fwafis wHEr (Peer Review) T |

() FRITTAT AR SIS WA T | FT SAh 9 R A W ey
WiSTET afe T T AFTHT T/ T N G

(@) T T AT TeaeT bt T ora/ LT WehTeTaT FaTaeT T 9 |

() A=A GBI HEHP] I/ T TABIE T S |

(&) T G < AR B4 A9 A TS FEE Awe Wb /LA GAAY A
S| L IR g TAAT] e A9T A WU @A WHIAET WE AT g s
AaTd BT Gid gers I |

() TH W@/ Alia® I THET (Plagiarism Check) TS | T TS0 HOHA
/AT SR R 9 |

(@) FITH ©YH W@UST @ A AW o@d 99 Hecra@mdl ey a9 Aegdl T
T GG |

(@) AT A B, TIHEHT B A T FEHA qHaHT o/ T ]
FUE T Y| A el BT Ee e, ASd T AeAeE g
SR S /AT WA I ey g e |

() WHINT F <@ /TP WA SMTFT AT BITTATH HATTANT B |

(@) TN oI/ T SOeh AT §FEaq cr@me] el g g9 | T T
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@ AT Wb, AER

(%) HTEE WA T4 A e,

(@) FEmE A 797 Ee i,

an) T 9T a9 SEea,

() @ qUT A [HET,

(@) YME JOIed,

() DT AW,

(@) U,

() A HaT 4T,

(3T) |9 WHAT G2, SR T hee |4,
(@) wHEERE o favaey |




A AMds e Jerard: T9E sEedr T e R
Ateferer TF

TN i S T SEedd Geddor ¢ Wi < e

AAIH WA TENETGFEAl A THATA ATEEAS] AR
g 7eT TUET

HEUST e

Energy Security Strategy for Nepal
Chhabindra Parajuli

Socio-Anthropological Analysis of Vulnerability Assessment and Polycentric
Disaster Governance

Kedar Satyal

Foreign Trade as a major aspect of National Security: Does it apply to Nepal?
Lila Prasad Sharma

Digitalization of Government Services and Citizen Satisfaction:
A Case Study in Dhankuta District, Nepal
FPradeep Phuval

An analysis of the determinants of Foreign Direct Investment (FDI)
inflow in Nepal
Sushil Lamsal

1-9%

4-3%

33-YY

WA-§Y

&¥-199

£0-% Y

95-103

104-122

123-134

135-152

153-166



YN = 2059, 3 Y&, e 1, Tied 13%,1-9Y

©R0%0 [IHG WHET T4 THT W Aoy
https.//doi.org/10.3126/prashasan.v56i1.67326

www.mofaga. gov.np/prashasanjournal
ISSN: 2565-5043 Print / ISSN: 2822-1974 Online

T TAHEHT AT Tl ARIQY

T

TG (Abstract)

e WA AR e § AT e @1 W e e I e
i F Ageer e Reraewer FHTeT g SO Mg | W wE a1 T
AR USEl THEE] WEHl WFSALT OF T AgUE (TS, WH, Wi, TEd ) T
o ferae! wnta T @y sfgwe T afie (Righteous) Fafhea # S ey
EET BYA BT §F AGET | 99 wEd Ao weer s s T 9w
TFeae GEH GRGTHAHS! 08 A TS S Fered A sUdTaae I FET I
71 T wEaers 3T TRUF 7 T AR UG Bes g A gl e
e S sy RearEe, e W s, A e g
AT T 3 A B HT T TFIEEAT AGeAE! [ F EwT e
Jeorg TP oAy e B e gt g1 awd Eem e e S g
T A S Tqed FIeEsT S % B0 e Gy ged siee A
A AT B FAABT ARG Fa T qh Aqeq Yo T4 wag 9 Fgan 7=
Rl W I e ot B B e O B B (B o e e B
T AE T SH AR ARATE A G gey  CHNeey ATk Tqed T
) T Wi g it Anmr frg @ s oA e gl Sgem A,
ATCHST, FE, T e FHaaH AT (e g7 AETH Wl grg e
TE] EE UeH HUH! A A TN T GHEE e WA T waEE el GOl

FHT: kamalbhattarai3 28@gmail com
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e ¥ waT Yeaee GEHEAe Aavh! HebedHT G T Teag | YTedT Sa At
B 12 4 )l e S ) o i ) O 7 o B 111 e 1
FITE T U A HOH] WHATBE oUaeaIl il WA Yqeas W H g8 g,
YT HIBET ATAHAIE R 99T @ gWed Teend WK, eATEEaHed qarcH
YETEIEH ST B |G Wb Shad AT FHEH D e ey gedae et
S uE B W O A W9 S GHEEERd [T dTer el wiee Tt
HgeAes WRATSY WA AT A wige AUt ¥ favadr ufy aiea wge e
€% S g AT ST WS T I qE@! Sevd Wl g |

Weg ool e, A, T8, g, a9 S |

‘IB’IET (Background)

A e Reraeec B BAGNK H1E GRET L AT TG AT GHEeE
AT = T TR T AT Wrede e e et w9 g Saeng w4t a9 e
AT T A7 PIATER UG FHS! FHET gyeasid UF T 9gUE (S, |,
Wi, TCEE) GEET G P wEEi T g gfeee T e safeher |
AT/ /AT T B {F s g AW e MERfy e T o9e
AYETelE HEW FSAEEAG] dF A1 [Heprgels ANE Sard A1 sYAEdIA T SR et
T R REAE TG A SR g W et SR S

E('{%{Uisinn}
T TIE T AEA-IE Wl TEdl TEeqens o [ e aemi o e |

T WUHT AT (I Grak WEvas gore B & g | AR 4 95y T Sevaes
Fod T TUEHT GEEHREATS ¥ M Ugaed g Serd s qasg | e
e ¥ e v THEeT T STCHEAT g ¥ gers WE Seva Wit e
UG qE A TgH IO TEH T4 |
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L B 1) (Integrity)

AT TR T | SHEeH AT ARG T e gques | g &
fraraar v =g | A ¥ wseae weeaen BEA aREr greew wold g
Sa Fdlel SHIFRICAYAd FTHaTIey i qaurd AF Hideds! dacdgtele gv ¥
T W TTeg | THENC R GhIcHes H Gepian! @ g1 a0g |

I (Communication)

WHTEFTE TS THEST GEeugea] (o Aradr fBams swnss, wweemar e g7 ¢
TESTAE WA TR g | e € R aEe weeves T e qae 4 e
e @ aag | TH IS afl F9 A gq 10 o) 55 | a9 Aaes
FEHT FY G GACGT A GHEN T Aed oy a1 GEHT GReqH gy 99
g FSE |

YIRHIFT (Empowerment)

ATAETEHT FATA T AIAETAT T TEIRTel GF&d] T6d1 T ATHEad =g | agd
HIHIHLT RUHT TFEHehT gaedel AThells 9yeAdl Heed fagvsl ¥ fFam niwes
AT A SRl Igtd] BIUFdR] T @IS T SO SRIEEA a8 | FHeeaey
mw{engagedi WWWW%WW#WWT
FNECES AFeTE A9 dg ¥ Ahaas i@ $1 WEET T Iodled aeg |

AR SHAT (Adaptability)

FEA FAAH EII ABI WETADY (N HH WA Wiedidagda g1 wa <
fstmfiearars semm g 9 & www gaR Pela Fra dem Redserd
AITAEEN TS AL AR@ad] Ad ddered T A AEEE geg | At e,
fafy < wfafere ferar fad 44 Taq TS FRAET TS o wgT W A
qH HI |
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AT AT @'ﬁ' IFE ﬁﬂ'ﬂ%’tz_{ﬂest Characters of a good leader)

A A HEAE Frewied T T AR T e s g FEeE g
T INEEATS AGCAA] B qIe Brg | AE AT AEVEE U ANISE G, :

HATcHS AGa(Emotional Intelligence}:Wﬂ@ﬁaﬁWW TE I |
fopeee aeTe & A WEST a0 GIEEedT RO A0 Yo g Hed edd |
TEE Fgl Ao WEAETE 954 T q9qed SAaTdI T 9F Al o+ @

A= Uied daag A gaH Thddel TId SNE a4 |

ﬁ“hmibecisiveness]:wm T T qEE GTH E Wmﬁﬁﬁ'ﬂhﬂﬁ
I ANAENS ACA D AAHT WU FHA WG | A G O EHAT § e
FIT FAGET AHUH AT AAETH b T 4 e iy wEg ) g e
el fawdn geatud wrEvae gE gged T, dideEiowr RBEew o b
faeuge We0 UFedT GIEOH gEw f@asl uAE gaArw fAder geAte i Foig

UEEER

ETTA (Empathy) : TIET FF@ AN GO0 WIeG Hed Fod| MAS| a1 257 q9%
THEE Ul FET T T wE sHar o weea el w1 weet fvwsl ar senr w
WA FEET ATE Tq! A Wi YAy qUE Seeud Hev 919 g
qUA TS G T FAY G4 §H WG| AGY oH e GBS G5 T W
TEANT TS WS WHTHE B ATAACT e g W geer qiiRarerEr
THEUTHT Gl T T Weahrdens. aere (a4 |

mlnesilience]:wm?ﬁ?ﬁ@?ﬁ?ﬂmﬁﬁﬁtﬁﬂ gheafaee et
T el AMiS AT Ta oo LA giag | T Aale ([Hed TRaies 38 a5
T e IrdepT AT T TG | T el [Auerers sEaah! eqd g, aaer
fTe T WiaET HRTHT SUHT WU g T GUEHT YETAEeas 9 JaeTed A,
YRETE T GERd Teg |

THA (Humility) : ATFAT G AHTATE I3 T A6H ANEFH] 959 Hedlgd T da
et Rrrerefier SrareT SgEe T A1 AR YA ST AR WA T AbST TN e

Ef
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T ¢ frftgeet o SRS W T Aeele gad T GEAnTh! e T
TEGT | TEA TH AAAE GHEHT GEEUEEH GEb T UREF FaH! WA AT
T |

UHYWEAE T Ejﬁ Y& T'IE% (Supplementary Characteristics of

Contemporary leader)

AYGFEH GHIAT FAEE Aeel T TARHA AU Feardedl g9 Ga 9 e g6d

TG | W

fefSiee IM®R (Digital Sawviness) : ATAMF FHIA TAEHR FIE T ATE, I 9587 T
TEERDT ST TEAA T a9 AETARALAL T, THe=, b Tdeh] ATHAE Fearashed
Aty T e uRRE wined aome T A agg W g | e T
Rfies STFnmEe T WewRHE TRE AEHT UFH TR T EdwHd g 5 |
e IUHC T REHH Wed; e, gAY, Y, srem, feure, fewew, demm,
TN, WEAT AEET TANEIE 3 THEHE TAL T g @ g TR A
fraes 9F wa EWAET 9 a9 geg | fvie Rt wwmgen smaia g
AIAFIT a1 ey ora feper =, SWOT Analysis,ﬁﬁrﬁ‘ﬁ? TR (Strategic map},ﬁ'ﬂ{'ﬁr
3T (Decision matrix}mﬁ?@ﬁmﬁ'\ﬂﬂ'—:‘ T TEEE FUHT del SHAEE T Al
Rl | Tl ATl ATH T O AT T W e Webg |

ARF AR (Global Mindset) : Tl Feawy g F9 T ol WHETUHT W gH
WEE T Uibew | gEdr fae aiEer W faear T W Aar o g T aHerad
ANE  ATIAEIEedE] GHl MBI g, AEdl YAEhdrs  ArcHed T, fPadr @
T famaers e T we, Rty desfer w0 we T e e TR
TR T AT T 9o Beaaedg et 575 |

T e e ISustainahiIityfn:us]:ﬂT}Iﬁ'ﬂ?WWW'{W
WTW@%WWTWW“#W?@H Tyeaens araraT ©
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T T |

ﬁ'ﬂ'ﬂ'ﬂi‘fﬁﬁ?ﬂﬁllnmvatiun Driuen]:fﬁ T Reefiaarans w@9 T T wiawars g
T Preart araraien |l HdT geefud g GeaT (Visionary) AT FANT e T
foe e wmfe agn Freae wifds! seamm T I @E T | SHeed A
ATETHT GEeqere JUaq WE, WAY T WEkee Wi $Ed S Tegd |, AEd
AAUTOATS EANTd T4 it o g aan B € sadierd Rl wem o)

A GBI (Nimble Approach) : ¥THMeE T FTe TOHT IREHAT Weted! | TEAT A
g R g | wfaffa offRafiend e Ay, T e avaged
THFEATS T B AT, WA e T e o e, e ae €% e
TIRAIAr Ay M &E W |

3IT}‘JETEF HHIHAT ﬁﬁ_ﬁﬁ ATAEICHE ARIOT  (Critical Analysis of contemporary

leadership)

A, ey, i, T, FT Iedrg T ANAGHT GG AT §E ATCHT
G| AR GERfA®T WA UREE WM T A W BT el v A
THIAHT HAh] FAAE AT qbTel THUHT AT BRI ATb TFEAHT TG
T AT/ /ATEES] ACAATS A, T, Fow e afderd Setennadet @l
AR T HTEREE YT ddd] TIAT GHG BATed] T ARUED g A YRIH Jeed
WUHTANH] BIGITH HAd ddA GHUHT ol @0e g , 98§, I g, ¢ Werad
TFE, IS d@ET §Hg, 99 P, YA T qog, Fied Tdar s W, @ 1
Taiels AcAT [@ge, I A WUST St WA Adr/AN/ATEE g 4 deded 6ag
o Wil wfy Ao IEeR Seo@ TR TEeg | gal & gEEEEE T
aq TR B @ e wiRaiend  BEer M gger wyfRe awe Aqcae
A wEEW T gt wEw sREE geEe sfemomnd A wwee
(Aferep /Gl WA WHAHT) AT T E ST FAlT HISHE WA ST
YR T I TG |
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Argiie feraer Sameed A fEm = Ae Aie wEEwr @ aEeEiEr o9
AR T A R s wdier e gyl emafE weeT we Ageaers
TR BT GHIET T w1 TET Afadd g g 9% U ardiad eTd SgHE Adeadl
AR, SRR T ffeed wEaE 1 A 9N e pEaEd M e e
UETg | FHEMEUE AEe e del Addls glel didih] AEUl T SHEEiars qedrgd
T SAHIT A ed WA AGET AT G TE G| TIE ARTEE Wed Fdl
YA AT TSR @bl g -

@MY (Selfishness) : :ﬂjﬁ Eﬁ' AATEEATS TR T G/ AT IAEed A
fAvfaEfe i FAmreer AT T T A 9 A=A g e [l e am
ST TEHT WeaT Fied Sk S S T GAH AT AN T ATEer Al
ATFAT ASBRIETS FIZa T HEee T Tag |

E’Wlﬁlﬁﬂ'ﬁ'ﬁ {Lackn‘fal:muntahilitﬂ:ﬁﬁlw mwﬁ%%ﬁgﬁnﬂﬁaﬁm
THIGATS A1 WEEars afad g Hrd 7 = oy w3 Aifq i wou S omEt
Rretarty Ay a1 IoREliEae IRg e AR FEAE T G URaRea 5
G AT AT R WA A R Mg A Gea wAted Hige! MEersar &

o =% W T i e e A e o s T g

T T AEEH AT (Disregard for rules and norms) : H9Y +dlgE ATF [Higd
TGP AR 5 T HUPT P T WIGISAIS AFA HIHA g T SURT (manipulate)
TEGA S BT SATATT ATEA TG B T W T BT T AESens §
e Mage| aed wafiene 9N geaaer w9 foseg Bete g el S A
Soeed Wb grar |

ﬂ‘l’@Tﬂ%pr%'@T({DEteption and manipulatinn}:quﬁrﬁﬁﬂ'{’iﬁ? AToiAGT T
TET g | gedr & U FArer U WUSR aeddT wau Aders anf ol ©
AR THIAHET TTHT U AT T b e |

WETTAH! HHN (Lack of Empathy) : 9T STEATHT Tl SATFAT e, Taeq Al AAe!
HEeAqy favee Weeiier Wz A, e, B e T vy e g oA s
et SR FEqW T Teml e[ Ty O s W o

3
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(BT E 2 e A 1 2t 2 2 B B e M N s O 2 e e e e 1
THT G0 THeT 21 eRTS a7 AR 79 e |

IR A e Bl G e e e e Bl o s e | | e |
T Sl T e s gron aeg e gvd Al FrEe wes s
fraemd T gam WA TR U WEeE | 9E a9e TAEedl dE@US TEd, FE,
ST FEATETS § AT WEAHA He LT T A e |

3THT HAGE, TAT T US TTHT APEedle Aqeah! T fAvawr
I "T&QET EZIRCEREEaREE Ll (Relevance of Vedas and Scriptures shlokas in

understanding leadership Qualities) :

AT BRO A ST AT /AFEAA Al (v T AT SEIE 9
Geaaed] T GHigHAThd AT AHOHETaers A GRGgE qgcd YA Tl ey | e
IEH YA THY AR AAAET BUW Seed HUBT SREl, (O, Wew, e qen
e U ENHEEE T U HeWWeees 3gq W ARIHE Ueey | 7w S
TUST HF TARE eI §I Sre Uied v (WiEih HEere Wb 4 e
e wardare wfy Fox Teae Rewr wm T T, AcHAN (S god Ta, gee TE
T Hiftraar gE@T o FEet Fofg v we), Fem (e gEd gar TE A
farer T |, WE (AdHT MRl T qEqh! Tear T T AT, ggal el
FH I digw T gEv), M F9 (Fe T envgare g Wol e ) aEd [
TWH WEvg | TEM Il A AGeAHl HIA HOAHIAEE [WdE, AqAH] AT T,
ATV BT FHHT &b Tad! Al ARl ANfeYid Hed Aaad GO o alhg |
TTAH] WATAAT FATE A1 e feAr A1 i TAE # T AT T e JAE
T Teel B TEd Uil GAH dEg T e ST g i | e St
e s wrf T Aeee W @Y oWeE gEone 9iEdd savsd uEgd | T
Rrrfreresr Jaree wHT HAG FElE WG| TS T A SRR A Tt S
TH THIATE qeIaed] T qHigH] [ AAHT SFATe Hehsh] JUed SETeEs HrErg |

G
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4, WAGT U1 G YrEee Sqcadsl U] FRAr Fevad dEes e Gae e
gl W G TT T RS S WAES @ T GEEY T GEE g ueETer
TRUHT G TG FEE] GET Feerd NI THE A AT A A SRS T
TUHT G TEA U TEE WU A 47 91 AT st AAdl AGH T AT WIS g
T F Wl HUS THOT FE TS g Aged 99, wel, SFan T, st R
A, T A TS TRaeE Hi T wed Wi o T s amn wwmee
TUTE T T e o |

T GHSER, Weantt T GHdd wENEdl g1 O SOE Afid b § Feokd WOH
WETg | UIET A AGes T4 eqaei TEdl g Tig (6 A ATHrs el SUAER
T R SRE §Y U sed] Sqde qeud T iy | el Al sufwn
Teor@ AUF! “UE Wiw HAg1 Hed AT aa g W a1 A g € A
feems AT wed g T we AT T FOA WiE RuS ey | T A2 T
T ] UEE | ATET GFeHl A e Uag WUT HTH T TaE e Eee s
Teg WeAied ¥ IR TRIET Sal A 9 Wt o wel e U9 @b Wer !
e |

AT TS Wich Al FF FHHI T Wi (STED] GIEER T G o
Fg | T A TR AN AeAd T Aidet AN O uEE A g |
THE ATV, WA, BT qAE AaTers WS a7 aee qhu WaT T T I
LI BRI e ol ol e A i B 2 el e o 4 T
T e eahE! vfhEl AT HAE! G| UEHT Joord WUBT el Hibehers aded
! HAHl TAH AHFL T Webrg | AW @A AAT T AGAD] FAF Ioord T
GIH! Al AT gIa A9 bl SKHAI Joold VYT hel dlbeers A 14
=qrEdT TRUET g | O I TR GIW TheUd 9Al aeaaT e TreT 39 2| 3c
T Jeord WUHT A Tl THEE W UTHSAL, SHICHT, AHe ACAAr TS/ AT/ E
WW@#%@W *ﬂlﬁ, PERERCEE] H]%m (Righteous Actions), qre=

5
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@bl UHF Feold@ TNUHT | T8 GHIE Bl (HIIgmes T@E)  TEens @ae e
wuEr B Tla}' TEHT AT HUHT CErCa) (Righteous Actions) T4 @' W ELG)
(PR, 9/ THAHT A= dgd T, &1, g, S, A9, SeAiE, aee, awed,

ATHIRTY AAHT HIEAH] FACEH] a9d ag Fiad HUHT gael T Sreamde
(S5 T ) ATFAT AT GG FFeaT T4 T TSAHT S0 Hfesred) Heradqa are
TEEA FYTAT AT BT AEAHAE HA UA YA FEW B4 A g | FEE T
g st AR, ST A9EiY wihed T U0T AR UST EiTs AT
9e URUEIE J FelT TS FEF d9e TAl/ S/ MHe TeHr I w6
IEAST M T ATSHT FJcaee Ta SUH Acliichds 7T AT ford dfebeeg | ot
fEguer @ides AR gal T =Amed el A $U A9F e g (1:98:39-3¢)

T & TSI TS AT [

7 dldded YaFar FHT dA T AHTHTY: ||

Al AT ACRAE Y FIAS THIAT: |

s 7 SATAAAET AT A FATT T ] |

7 Aldaed aRUHaE FHIT GAT T Aldded |

FEETAT TT T IRIAET AT @

FfeaT BT ATHT Feqrgaad 9 i |
YT - § AT |

EId W HT T RIS Ficles @il S QUSR] T Sielel ATFT Gara i aHre
T Hl@s ATl T90HT T & T (90 T Fuan Svd s gl 3%
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Energy Security Strategy for Nepal

Chhabindra Parajuli*
Abstract

Climate change, food security, and energy security pose new economic challenges. The main causes
of energy crises stem from overconsumption, inadequate infrastructure, overpopulation, and high
energy demand. Urgent action is needed to prioritize the energy sector as a key development
priority. Addressing three critical issues—affordability risks, electricity security, and the resilience
of clean energy supply chains-is essential to ensure Energy Security for All (ESIA). All levels of
government—Ilederal, provingial, and local-as well as international organizations, must collaborate
using robust policy measures to attract new investors to energy sector projects. Additionally, it is
crucial to formulate and implement new strategies for energy sector development while enhancing
the capacity of public institutions and business service providers nvolved in the energy sector.

Keywords: Sustainable Development Goals (SDGs); Energy Security for All (ESf4): Sustainable
Consumption and Production (SCPs) Practices; Power Development Agreement

(PDA); Power Purchase Agreement (PPA).

Global Energy Situation Scenario

Climate change, food security, and energy securily represent significant new economic challenges
today. and it is crucial that we address them collectively. Current geopolitical tensions also
undermine energy security, The main causes of energy crises mclude overconsumption, inadequate
infrastructure, overpopulation, and high energy demand. Various factors affect encrgy availability,
encompassing physical factors, production costs, technology adoption, and political considerations,
There 1s an urgent need to intensify efforts to increase energy production and achieve energy
sufficiency for all.

Renewable energy has increasingly become an economical and viable source for ensuring energy
security. Rapid development of the alternative/rencwable energy scctor is essential not only fo
diversify the energy mix and enhance energy security but alse to expand energy access. Nepal's
Constitation envisions a policy for reliable, affordable energy supply through alternative energy
development o meet basic needs. It 1s imperative to promote and integrate the aliernative energy
sector into the development process, collaborating with provineial and local governments to improve
energy service access for rural and urban populations and reduce dependence on imported energy.

*Joint Secretary, Government of Nepal
Email: esparajulii@gmail.com
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Major Global Energy Demand Sectors

Energy demand in the transport and industrial sectors continues to rise annually, driven primarily by
the aviation sector and energy-intensive industries such as iron and steel, chemicals, non-metallic
minerals, non-ferrous metals, and paper sectors.

Concept of Energy Security

The global oil market remains vulnerable to risk factors such as natural disasters. major conflicts,
and geopolitical tensions. Hence, ensuring a steady oil supply is eritical, particularly for the
transportation sector. Each IEA country is obligated o maintain oil stocks equivalent to at least 90
days of net oil imports and to collaborate in responding collectively to severe supply disruptions
affecting global oil markets.

Electricity secunity is indispensable for modern societies and economies, supporting digital
technologies, communication infrastructure, and industrial operations. Natural gas markets, initially
divided into regional markets connected by dedicated pipelines, are evolving rapidly, introducing
new security concerns. The three components of energy security are illustrated in the following
diagram.

il S«EEIII'“]’ " Ensuring the secority of Ol Supplies
by getting stakeholder requirements

- Expand the sturnge capacity to ansure
the ol stocks eqoivalent fo ot least 90
dauys

» Reviewing and reengineering

E]ect[icity Secu rit}r sirnctural change in the electricity
generation

i Ensuring reffable electricity supply
nnd access

- Adhdressing the elimete change elfects
for the susrainable prodociign of

hydro-eleciricity
= " Wilnl to well-lunctioning modern
Nﬂhll'ﬂl G‘ﬂﬂ- Sﬂﬂﬂ.t}’ n Ensuring the natural (ras Security

u Mlarkets are changing af & rapid psee,
creuting mow security concerns

Nepal’s Energy sector Scenario

Nepal possesses abundant natural resources for energy generation, including significant potential in
hydropower, solar energy, and wind energy. Currently, alternative cnergy sources contribute an
installed capacity of 67.8 MW, providing electricity to 10 percent of the country's population. A
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national energy efficiency strategy has been developed and is actively being implemented.
Additionally, projects such as micro and small hydropower, biogas, improved stoves, and enhanced
water mills are being pursued as part of carbon projects.

One of the primary challenges is to transifion from traditional energy sources, still used in
approximately 74 percent of houscholds for coeking, to cleaner, cost-effective, and modermn energy
solutions. Enhancing access to modern technologies for small enterprises and reducing dependence
on traditional energy technologies are crucial goals. Adopting a policy framework that promotes a
diversified energy system is essential for ensuring energy security.

Planning, policies, strategies, and the overall national vision and goals will play a pivotal role in
forecasting the country's future energy demand. Adequate government interventions are required fo
enhance generation capacity, expand grid connectivity, and create an enabling environment. These
efforts will effectively meet increasing electricity demand.

Key opportunities include the government's commitment to improving electricity and clean energy
access across all sectors, learning from best practices in neighboring countries, and increasing
mvolvement of provincial and local levels along with development parmers in advancing these
mitiatives. Emphasizing technology cxpansion and utilization within Sustainable Development
Goals (SDGs) related programs and activities is also critical for future progress.

Constitutional and Legal Provisions

Article 51 () 3 of the constitution of Nepal has mentioned “ensuring reliable and affordable energy
supply and proper utilization of energy by generation and development of renewable energy for the
fulfillment of citizen’ s basic needs.” There is a need for sufficient and reliable energy supply to
achieve this goal. Nepal has been facing some complex but mutually interrelated energy challenges,
such as, nearly one fourth of the total population still being outside the reach of modermn energy
sources; a wide gap between energy demand and supply; supply vulnerability and reduction in
foreign currency reserves due to existing dependence on energy import.

With economic, physical and social development, Nepal has aimed to achieve the sustainable
development goals set by the United Nations and reach the level of medium income countries by
2030 A.D. Among the sustainable developmen( goals, the seventh goal is aimed to ensure the
accessibility of alfordable, reliable, sustainable and modern energy for all whereas the twellth goal is
aimed to promote sustainable and accountable production and use. To achieve these goals, it is
necessary lo establish policy, legal and instituional [ramework that ensures the availability of
affordable and reliable energy and ifs efficient use. The current fitteenth plan has also mentioned to
establish policy and institutional framework o promote energy efficiency in Nepal. An integrated
national energy policy incorporating energy efficiency and demand side management of energy as
well as legal and institutional arrangements are yel to be established for promotion of energy
elliciency.

In order to promote sustainable supply of biomass energy available from animal waste, human
excreta, tuel wood, agricultural residue, trees, and forest residues including any biodegradable

matters and to improve the efficient use of such biomass energy, the government of Nepal has
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already developed and adopted the Biomass Energy Sirategy 2016, This strategy has been prepared
for the promotion of energy efficiency and demand side management of energy, energy
conservation, for the sustainable development of primarily modern and tmproved energy sources
mcluding hydropower, solar energy, wind energy, coal, natural gas, LPG and other petroleum
products except biomass energy (which is also called traditional energy).

In Nepal, efforts like stady and analysis related to energy efficiency can be found to have started
since 1985 whereas during 1999 to 2005 AD, initiatives like energy audiis of indusiries; energy
efficiency related trainings and increase in public awareness as well as management of loans for
energy efficiency in industrics were carried out. After that from 2009 to 2011, initiatives like
demand side management of electricity, energy audit, study of electricity load profile, preparation of
policy suggestions for promotion of energy efficiency as well as replacement of traditional bulbs
with energy efficient bulbs were done under Nepal Electricity Aunthority.

By giving continuation to past attempts, since 2010, the tasks hike providing policy suggestions
related to energy efficiency and demand side management, energy auditing, energy efficiency human
resource development etc. have been implemented through Nepal Energy Efficiency Programs.
Additionally, Industrial Energy Management Project under the Ministry of Industry, Commerce and
Supplies has been conducting different training and awareness raising programs like energy auditing,
energy auditor training the promotion of energy efficiency. In the process of establishing policy
provisions, the government of Nepal has made a policy decision to supply eleetricity produced by
sugar mills through cogeneralion to the national grid as well as developed and approved the Biomass
Energy Strategy, 2016.

To address energy transition and ensure energy security, equal focus must be placed on four critical
aspects: energy availability, affordability, accessibility, and acceptability. Rapid deployment of
renewable energy, increased energy efficiency, and diversification of energy sources and
technologies can yield significant economic and energy security benefits. Energy efficiency, in
particular, enhances both short- and long-term energy security by reducing dependence on imported
fossil fuels.

It is urgent to develop a comprehensive energy strategy that addresses factors affecting energy
availability, including physical constraints, production costs, technology, and market access.
Collective efforts are necessary to align resources, expertise, and policies to tackle energy crises in a
cohesive manner. Strategies should include modernizing resource management, researching the
impacts of energy subsidies and taxes, and promoting consumer behavior lowards efficient energy
LSE.

Energy efficiency measures (hroughout production, supply chains, and end-user consumption are
crucial for bridging demand-supply gaps effectively. This involves adopting energy-efficient
equipment, minimizing system losses, and implementing effective energy demand analysis and
management techniques,

Governments globally must collaborate to prioritize green investments and incentivize sustainable

practices among their populations. Stronger policies are needed to stimulate significant investments
in energy projects, mitigating future price volatility and meeting future energy demands.

98



FPrashasan, Vol 56, Issue 1, No. 139, p.93-103

Governments should actively attract new investors to energy sector projects to ensure robust
development and resilience in the energy sector.

Nepal’s Energy situation analysis Table: The following table clearly depicts the present

Energy scenario of Nepal.

Total Energy supply
(Terra Joule)

Total Energy Production

(Terra Joule)

(7.7 %)

e Bicfuels and waste;
43553 1.0TT (67.2%)

e Coal: 49970.0 17 .

e« Oil: 122738.0T] .

(18.9 %)

e Hydro: 34321.0T] .
(5.3%)

¢ Wind, Solar etc;
5443.0 TJ (0.9%)

Hydro: 34321.0T] .

(7.2%)

Wind, Solar ete:
5443.0T7 (1.2%)
Biofuels and Waste:
435531.0T7 (91.6%)

Electricity Total Energy
Production Consumption
(GWh) (Terra Joule)
Hydro:9533.0 |« Coal: 49970.0T]
GWh{98.6%) (7.7%)
Solar PV: # il Products:
133.0G 122660.0TT (19%)
Whi1.4%) ¢ TDlectricity:
32277.071 (5%)
¢  Wind Solar ete:
4962.0T7 (0.8%)
* Biofuels and

Waste: 435144 0T7
(67.5%)

Nepal’s Energy Security Situation Analysis

Source: World Energy Outlook, 2023

The following table clearly described the Nepal’ s Energy security components audit. Nepal” s status
and position is very low for all the components and related infrastructures facilities to achieve the

energy security.

Energy Security Audit for Nepal will be presented by the following Table.

S.N. | Energy Secunity Components | Nepal's Status Remarks
1. | Oil Security Not achieved Country’s 90 days stock
yet requirement guarantee not meet yet;
Nepal Oil Corporation could not
able to extract the crude oil
Extra initiatives and more efforts
would be needed from the
Government side for the survey and
extract crude oil
2. | Electricity Security Not  achieved Insufficient production
vel
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3. | Natural Gas Security Not
yet

achieved | » Not extracted

4. |Investment in the Energy |Low
Sector

» Insufficient investment from the
publi¢ and the privale sectors

5. | Electricity Production Not sufficient | = Not fully utilize the available water

resources to generate electricity

= Attract more FDI and domestic
privale sector’s investment with
strong policy incentives

6. | O1l Production Not yet » Less focus to the production of O1il

and petroleum minerals

connectivity

7. | Transmission Lines and Grid | Insufficient | = Need Dedicated Budget funding

from the government

The comparative analysis ol the existing Plan, Policy and Institutions regarding the

Energy Sector

The comparative analysis of the policy measures and initiatives regarding the energy sector
implemented by the government of Nepal and the institutions involved in the energy sector
development are presented through the following table.

Nepal’s Key Policy Initiatives and measures

= Hydropower Development Policy, 2001

= Rural Energy Policy of Nepal, 2006

= National Rural and Renewable Energy
Program{NRREP) of Nepal, 2012

* Renewable Energy Subsidy Policy of Nepal,
2016

= National Energy Efficiency Strategy

= Green Hydrogen Poliey, 2023

= The 16 th plan approach paper

Institutional Arrangements

* Investment Board Nepal

= Water and Energy Commission Secretariat

= Ministry of Energy, Water Resources and
Irrigation

* Department of Electricity Development

= Nepal Electricity Authority

= Bleciricity Regulatory Commission

= Aliernative Encrgy Promotion Cenler

* Rastriya Prasaran Grid Company Limited

* Vidhyut Utpadan Company Limited

= [Iydroelectricity Investment and Development
Company Limited

» Nepal Energy Efficiency Program

Source: Existing instttutions of Nepal
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Proposed Interventions areas for the Energy Security

To achieve energy security milestones and goals in Nepal, several key interventions are necessary:

Scale up clean energy investments at all governmental levels—Federal, Provincial, and
Laocal,

Implement a balanced mix of pelicy incentives and subsidies, particularly for hydro, solar,
wind, and green energy projects.

Foster collaboration among Federal, Provincial, and Local governments to meet Nepal's
SDG targets for energy security.

Develop an Electricity Security Action Plan (ESAP) to ensure future electricity security.
Introduce Sustainable Consumption and Production (SCP) techniques and strategies in the
energy sector,

Strengthen the supply network to ensure affordable costs for the public.

Insulate energy sources from the effects of climate change.

Protect Nepal's mountains, glaciers, and mountain lakes.

Redirect investment towards exploring hydrogen energy.

Enhance reliable energy access by ransforming the energy system year-round.

Additionally, strategies to reduce energy insecurity include:

Implement structural reforms in the energy sector through an Energy Governance
Framework (EGF).

Prioritize water storage-type hydropower projects over Run-of-River (ROR) projects.
Streamline and simplify procedures for Power Development Agreements (PDA) and Power
Purchase Agreements (PPA).

Allocate at least 5% of GDP annually to the energy sector budget.

Promote energy-efficient instruments and machinery,

Reduce energy losses by upgrading transmission and distribution lines.

Educate consumers about energy security and efficiency.

Implement mitigation measures o ensure water resource sustainability amid climate change.
Deploy SMART billing systems for efficient energy management.

Introduce incentives for investors in hydropower infrastucture and transmission lines.

Build institutional capacities for all energy types-bio, solar, hydro-across production,
development, and regulation,

Enhance connectivity through both grid and non-grid solutions.

Implement digital monitoring of consumer units.

Expand energy trade with neighboring countries and regions to integrate supply chains.
Formulate and execute a long-term energy sector vision paper and value chain development
strategy.
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These interventions and strategies aim to enhance Nepal's energy security through comprehensive
policy frameworks, technological advancements, and sustainable practices across the energy sector.

Conclusion

The impact of energy msecurity will become increasingly complex and far-reaching if we do not
address energy issues promptly. Therefore, to tackle energy security, ecological conservation, and
climate change, countries must prioritize the development of hydropower and renewable energy
projects. This requires robust policy measures such as financial incentives and subsidies, facilitating
power grid connections, and allocating dedicated budgets for research and development to encourage
new investments in energy generation projects.

Building trust, enhancing cooperation, and fostering partnerships among neighboring countries
through both grid and non-grid solutions are essential to achieving our energy security targets, goals,
and strategies. This collaboration will serve as a milestone in achieving regional and global energy
security. Recognizing that solving issues like climate change, food security, and energy security
requires collective efforts, no single country can address these challenges alons.

Furthermore, it is crucial o address all dimensions of energy security—availability, accessibility,
environmental acceptability, and affordability—by adopting energy securily policies and strategies.
Structural strengthening of institutions related (o energy generation, investment facilitation, and
regulatory authorities is essential to ensure reliability and affordability. An articulated and ambitious
vision paper for the energy sector, supported by strong governance frameworks and dedicated
budgets, is urgently needed. This vision paper and governance ramework will play a critical role in
increasing investment in human capital and revitalizing institutional capacity.
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Socio-Anthropological Analysis of Vulnerability

Assessment and Polycentric Disaster Governance
Kedar Satyal*

Abstract

Vulnerability signifies deficiencies resulting from hazardous events that affect individuals,
organizations, and networks within society. Assessing vulnerability aims to raise awareness among
individuals in society and is estimated through indicators/indices, mostly pertaining to sociology and
anthropology. Various socio-anthropological and scientific models/frameworks are utilized to assess
and estimate disaster vulnerability during hazardous times. Polycentric disaster governance (PDG)
can be more effective through adaptability. accountability, multiplicity (of organizations), etc.. along
with co-planning. co-designing, and co-implementing policies and provisions to minimize property
destruction and loss of life caused by disasters, ufilizing vulnerability data. Nepal's complex
topographic structure and diverse practices contribute to higher vulnerability to disasters. Through
PDG, both de-jure independence (decision-making) and de-facto autonomy support the achievement
of SD(Gs targets and prosperity. In Nepal, three tiers of government and other entities are involved in
co-planning and co-implementing disaster governance siralegies.

Keywords: Vulnerability, models, collaborate, polveentric, disaster governance,
Background

Vulnerability, as a relative concept, is defined as the danger of disrupting normaley in people's daily
lives even as they are affected by disasters unevenly. It is also considered a symbolic outcome of
deficiencies in daily life within society (Voss, 2008). Watts and Bohle (1993) define vulnerability as
the tripartite intermational processes of entitlement, empowerment, and political economy that
produce vulnerability. They analyze a unique explanatory model in hunger and famine applied to a
comparative vulnerability study, including South Asia over space and time (Cutter, 1996).
Vulnerability is created due to a lack of potentiality between empowerment and entitlement,
exposure to political economy, and entitlement. and a lack of capacity for
enfranchisement/empowerment and political economy (Watts & Bohle, 1993). Successful
governance of vulnerability in modern socio-technological systems requires a shift from a control-
oriented strategy for reducing risks to a response-oriented strategy for enhancing the
resilience/robusiness of these systems (Hommels, Mesman, & Bijker, 2014).

‘Under Secretary, Government of Nepal
Email: sushilketold gmail com
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Governance, as a process, involves diverse actors and levels of decision-making and is independent
from central power, whereas polycentric systems are characterized by multiple governing authorilies
at differing scales rather than a mono-centric unit. Polycentric governance involves many decision-
making centers that are formally mutually independent (Finka & Kluvankova, 2015) with autonomy,
while a mono-centric governing system becomes functionally less effective due to power
centralization (Kim, 2019). Thus, a polycentric approach to governance {ocuses on actors, problem-
perception., and corresponding governance vision (Dorsch & Flachsland, 2017), adoptable in disaster
governance. Government officials and non-governmental actors play crifical roles in governance
with diverse decision-making centers, either with de-jure independence or de-facto autonomy
(Stephan, Marshall, & McGinnis, 2019), which characterizes polycentric governance (PG),

Disasters impose destructive and differential effects on social systems in human societies, creating
uncertain disruptions and subduing them with their power (Quarantelli. 1998). They are affected by
social power structures. generaling exposure to risk unequally (Hommels, Mesman, & Bijker, 2014).
Disasters are essentiallv exceptions to the regular social order, where order follows routines of
actions and interactions that may be repeated over a specific time unit (Quarantelli. 199¥).

Geography, geological position, climate change impact, rapid, unplanned urbanization, and
environmental degradation have further intensified (Center for Excellence in Disaster Management
& Humanitarian Assistance, 2020). Unstable political will and poor disaster risk reduction
performance and governance make Nepal extremely vulnerable to disasters, exacerbated by low
levels of income and human development (Jones, Oven, Manyena, and Aryal, 2014), although
among the federal units, private, and other community organizations. Hence. PDG would be more
effective, inclusive, and accountable throughoult the disaster cycle.

Socio-Anthropological Analysis

Soctal-anthropology provides understanding about how people live in societies and the ways they
make their ives meaningful, while anthropological perspectives aim to study how culture and
societies are organized. So, socio-anthropologically, multiple decision-making centers co-plan and
co-design for disaster governance in PDG backed by the facts obtained from wvulnerability
assessments.

Vulnerability and Vulnerability Assessment

"Wulnerability" originates from the Latin root verb "vulnerars” (wounding) and the noun "vulnus"
(wound). Thus, "vulnerable" refers to being "able to be easily hurt, influenced, or attacked” based on
general, medical, and military interpretations. Anthropologically, vulnerability has three implications
for bioethical discourse: universality, passivity, and positivity (Have, 2016). The vulnerability of a
svstem denofes a loss function, defined and measured in common economic terms of varying
intensities of a given event. It is also known as susceptibility to incidents that can result in
serviceability loss (Ayyub, 2011), and the experience of potential harm due to exposure to either
perturbation or stress (Haque & Etkin, 2012) to socio-cultural institutions. Exceptional occurrences
like disruptions, interruptions, and breakdowns of order result in highly varied social systems and
differentiation (Wisner, Blaikie, Cannon, & Davis, 2003). The incapacity to choose or the loss of
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control and power over the resources and properties where people live determines their vulnerability
(Have, 2016).

Social Systems Vulnerability is related to their adaptability and stability to damage and change. A
systems approach {o identify vulnerabilities shows the connectivity and hierarchical representation
of the syslem by examining vulnerable [ailure scenarios systematically (Ayyub, 2011). The
vulnerability viewpoint is imperative to comprehend the social contexts that underpin varying
oulcomes with the physical effects of disasters. Since vulnerability is ingrained in intricate social
interactions and processes, it is best understood as a social issue requiring social solutions (Phillips,
Deborah, Thomas, & Fothergill, 2010). To make it more contextual, further illustration would be
best. Vulnerability occurs from the individual to global levels of analysis and is determined by social
hosts, physical factors such as gender, race, ethnicity, etc. (Phillips, Deborah, Thomas, & Fothergill,
2010). People's exposure to systematic variations, the quality of the structures in which they live and
work, and their likelihood of experiencing social impacts (Lindell, 2013), even when confrolling for
exposure and structural vulnerability, are the key aspects for identifying vulnerability.
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Figure: System approach in Vulnerability (Avyub, 2011).

Dimensions of vulnerability can illustrate different aspects such as the number of persons (individual
or community), types (physical or social), and conditions (internal or external) affecting human
beings (Have, 2016). Vulnerability is key to understanding the risks associated with breaking away
from human society's overly technocralic attitude and its relationship with the environment
(Bankoff, Frerks, & Hilhorst, 2004). There are distinct worldviews regarding the relationship
between humans and nature that help understand vulnerability and responses to hazards and disasters
within the society-nature relationship. Firstly, the nature's theory portrays people as subservient to
nature, where humans are at the mercy of nature. Secondly, the collective harmony theory depicts
people as Living their collective lives in harmony with nature. Lastly, the human's theory posits thal
people dominate nature through manipulation of the natural world (Phillips, Deborah, Thomas, &
Fothergill, 2010). Theoretically, the collective harmony theory best fits the human-nature
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relationship for reducing vulnerability, disaster preparedness. and enabling effective disaster
governance.

Deterioration in environmental and economic circumstances results in serious harm to its
inhabitants, necessitating genuine concerns for human vulnerability (Have, 2016). At its core,
vulnerability, encompassing climate and cultural groups, is measured in vulnerability assessments
(Rivera & Kapucu, 2015). Vulnerability (disaster/environmental) is considered a function of
exposure, sensitivity, and adaptive capacity, where philosophical perspectives articulate sensitivity
and political perspectives emphasize exposure and adaptive capacity (Have. 2016). Exposure to
vulnerable events includes social responses and location, understood through three processes:
entitlement, empowerment/social power, and political economy/class-based patterms of social
reproduction (Weichselgartner, 2001), created due to the lack of potentiality in these sectors (Watts
& Bohle, 1993). By vulnerability, we mean the characteristics of a person or group and their
situation that influence their capacity to anticipate, cope with, resist, and recover from the impact of
a natural hazard (Wisner, Blaikie, Cannon, & Davis, 2003).
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(Wisner, Blaikie, Cannon, & Davis, 2003) (Watts & Bohle, 1993)

Attention must be paid to vulnerability 1ssues related to social construction and the cultural context
of human perceptions and interpretations, where vulnerability is perceived negatively and resources
are seen as positive, often overlooking unintended side effects. Vulnerability
assessments/estimations identify the processes that produce vulnerability and associated variables
with the potential (o measure differential susceptibility (Rivera & Kapucu, 2015). A
sociological/anthropological understanding of vulnerability shows the probability of suffering from
the negative effects of hazards and disasters and navigating the recovery process, Social
vulnerability can also be influenced by access to resources, beliefs, customs, history, relationships,
processes, and other [actors (Arcaya, Raker, & Waters, 2020). Vulnerability assesgments should be
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context-specific, require understandable indicators, and vary in relation to each other (Nguyen,
Bonetti, Rogers, & Woodroffe, 2016). Structurally, the vulnerable suffer from chronic poverty, and
proximate vulnerability changes with time, with people often confused by ongoing transformations
in livelihood systems (Alwang, Siegel, & Jorgensen, 2001).

Different models are used lo predict vulnerability using different indices like regions, demography.
and awareness and meonitoring, where indices can help identify and prioritize vulnerable regions,
sectors, or population groups, raise awareness, and form part of a monitoring sirategy based on
models. Participatory, simulation-model, and indicator-based approaches are more practical
(Nguyen, Bonetti, Rogers, & Woodroffe, 2016). Mcasures of comnmnity vulnerability to natural
hazards comprise physical and structural information, social and population data, as powerful tools
(King, 2001), and their livelihood vulnerability includes risks. shocks, and stressors externally, and
defenselessness, a lack of means to mitigate/cope without incurring losses internally (Alwang,
Siegel, & Jorgensen, 2001).

Vulnerability measurement/risk assessment is needed to provide appropriate information about the
most vulnerable mfrastructures and advise planners about the systematic consideration of risk and
vulnerability aspects in planning and practical decision-making processes. It should focus on the
human/environmental factors that jointly or independently determine the vulnerability of the
receptor. Through this anticipation of future conditions and reduction of complexities. vulnerability
assessment combines mlormation identification of property and population at nsk (Rivera &
Kapucu, 2015) during disasters, pushing socio-cultural arrangements mto danger, Vulnerability 18
the output of the combination of class, gender, ethnicity, ete., factors that require understanding
society as a transdisciplinary approach and realization of differentiating processes and considerations
with a temporal dimension (Bankoff, Frerks, & Hilhorst, 2004), Thus, vulnerability assessment
stresses the roles of social, economic, and political interactions in creating hazardous conditions in a
particular region. incorporating insights from the physical world. The social distribution of risk and
the reasons why certain populations are more vulnerable to disasters than others are the subjects of
vulnerability analysis (Phillips, Deborah, Thomas, & Fothergill, 2010).

Model, Approaches and Methods of Vulnerability Assessment

The comprehensive theory of vulnerabihity includes interrelated dynamics of social structure, human
agency, and the environment, with capabilities to address them central to vulnerability analysis
(McLaughlin & Dietz, 2008). Vulnerability is a key element in the social construction of risk and is
a complex, multifaceted system due to its measuring complexity (Sorg et al., 2018), with macro-
economic/worldwide threats as macro-vulnerability and differential impacis on economic ladder,
vulnerability costs, poverty, and destitution as micro-vulnerability (Tesliue & Lindert. 2004).

The Socioeconomic Vulnerability Index (SeVI), calculated using an index-based model, comprises
three sub-indexes and seventeen proxy variables applicable to common natural disasters. The
Demographic-Social Index (DSI) includes six population-related and social vanables, the
Secondary-Damage-Triggering Index (STI) includes indirect damage caused by disasters, and the
Preparation-Response Index (PRI) includes the ability to prevent and respond to natural disasters
with distinct weightage of sub-indexes (Park et al., 2016). The Integrative Vulnerability Approach
meludes the Unit of Reference (from mdniduals {o ecosystems), Interaction, Hazard/Exposure
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(frequency, duration. magnitude of risks), and Resilience (abilities to cope with, absorb, or deal with
stressors and perturbation), in which the choice and weighting of [actors are crueial (Voss, 2008).

The Methods for the Improvement of Vulnerability Assessment in Europe (MOVE) framework
measures vulnerability through exposure, susceptibility, and lack of resilience. Population
vulnerability is determined by their degree of susceptibility, including individual lack of resilience.
Expert-based modeling and statistical modeling approaches are used to develop SeVI, where
multivariate analysis is used in statistical approaches and traditional budget allocation assessment for
expert-based approaches (Hagenlocher, Delmelle, & Casas, 2013).

The BBC (Bogardi and Birkmann: 2004 and Cardona: 1999/2001) framework, as a meta-framework,
outlines preventive measures and disaster management as potential ways of reducing disaster
risk/vulnerability based on three objectives: linking vulverability, human security, and sustainable
development; an integrated approach to disaster-risk assessment needs; and developing causal
frameworks for measuring environmental degradation in the context of sustainable development
(Birkmann, 2008).

Demographics, the built environment, social capital, economy, and the individual are key factors for
estimating social vulnerability {Turesson et al., 2024). It is assessed through the weighted average of
five composite sub-indices: cconomic well-being and stability, demographic structure, institutional
stability and strength of public infrastructure, global interconnectivity and dependence on natural
resources. The aggregate figure will therefore be a number between | and (), where | represents the
highest vulnerabilitv/highest relative vulnerability and 0 represents the lowest absolute human
vulnerabilities or being slightly better off compared to other countries/places (Vincent. 2004).

Table: Difterent Vulnerability indices and their attributes

Vulnerability Areas Sub Areas Developed
ndex by (Author)

BBC framework | a. Preventive measures Al .introduced before an event
strikes gocieties from raising
AWAICICSS

b. disaster management AZibving people outof
hazardous zones.
B1.limiting the impact of
catastrophes

Bitkmann, 2008

B2 managing crises with
anticipating risk and taking

action

10%
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Vulnerability Areas Sub Areas Developed
AmeeX by (Author)
MOVE a. Exposure Al.Unit of assessment
framework b. Susceptibility(SUS)

¢. Lack of resilience(LoR)

B 1.Predisposition of elements at
risk to suffer harm
C1.Limitation of resources to

respond hazard

Hagenlocher,
Delmelle, A
Casas, 2013

Social a. economic well-being and
vulnerability stability-20%
index (SVI)

b. demographic structure -
20%

¢. institutional stability and
strength of public
infrastructure (version A/B)
-40%

d. global interconnectivity -
10%%

e. natural resource
dependence-10%

al. Standard of Living/Poverty
a2. Change in Urban Population
%)

bl. Dependent Population

b2. Proportion of Working
Population Affected by
IV/ATDS

cl. Health Expenditure as a
Proportion of GDP

¢, Telephone Accessibility
¢3. Corruption Perception

dl. Trade Balance

el. Rural Population

{(Vincent, 2004)

Socioeconomic a. DSI :31%
vulnerability
Index(SeVI)
b. STI : 34%

c. PRI: 35%

Al. Age Distribution (13.8%)
A2. Workforce Vulnerability to
Disasters (26.4%)

A3, Population Density (24.4%)
A4, Percentage of Foreign
Residents (6.8%)

A5, Level of Education
Attainment (9.4%)

A6, Housing Composition
(19.2%)

B1. Number of Government
Offices (14.7%)

B2. Road Infrastructure
Coverage (25.8%)

B3. Availability of Electrical
Supply Facilities (28.2%)

Park, Pradhan, Kim, Kim, & Kim 2016)
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Vulnerability
Index

Areas

Sub Areas Developed

by (Author)

B4. Proportion of Land
Allocated for Schools (11.4%)
B3, Ratio of Commercial and
Industrial Zones (19.9%)

C1. Preparedness and Response
Index (PRI) (35%)

C2. Frequency of Disasters
(12.4%)

C3. Internet Accessibility Rate
(8.0%)

C4. Quantity of Disaster
Prevention Facilities (25.8%)
C5, Perception of Safety
(27.8%)

C6. Number of Healthcare
Practitioners (13.2%)

C7. Financial Autonomy of the
Municipality (12.2%)

PEARL
vulnerability
framework

a.-Susceptibility (current
condition/status exposed,
Infrastructure)
b.-Adaptation (enable
socicties to transform by
dealing with negative
impacts)

¢.-Coping (strengths and
resources for direct actions
leading to reduce in the
consequences of a
hazardous event)

al. Demographics

a2. Health

a3. Poverty and Income

ad. Housing

bl. Government and
Governance

b2. Social Networks

b3. Economic Conditions
b4. Medical Services

b3. Emergency Response
b6. Information and
Awareness/Preparedness
¢1. Education and Research
c2. Gender Equality

¢3. Environmental Conditions
cd. Investments

Sorg, etal., 2018

PAR Model to
Vulnerability
Assessment

rool causes(RC)=
dynamic
pressures{DP),
=unsafe
conditions (UC)
apply pressure

pressu
T 0N
peopl
& and
Tes0Uur
ces

| Wisner,
Blaikie,
Cannon, &
Davis, 2003

limited access to power and
resources(RC) =

inadequacies n trauning, local
mstitutional systems, or ethical
standards m government(DP) =
Physical(locations. buildings)
and

social{local economies,
inadequacies
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Vulnerability Areas Sub Areas Developed
Inglex by (Author)

in disaster preparedness
measures)
environments (UC)

Note: = shows the stage after previous, figures in bracket of sub areas is the weightage of each

areas {a.h.c)

The Pressure and Release (PAR) model illustrates the intersections of two opposing forces:
generating vulnerability on one side and physical exposure to hazards on the other when a disaster
occurs (St. Cyr, 2005). It demonstrates how the causes of vulnerability can be traced back from
unsafe conditions through economic and social ("dynamic") pressures to underlying root causes,
outlining a hierarchy of causal factors that together constitute the preconditions for a disaster.
Described as a pathway, "progression of vulnerability," or "chain of causation” (Wisner, Blaikie,
Cannon, & Davis, 2003), pressure can be released on those vulnerable to risk by decreasing or
eliminating various root causes, dynamic forces, and/or unsafe conditions that are prevailing or
observed (St. Cyr, 2005). It explains the relationship between processes that enhance unsafe
conditions (exposure) and interactions with disaster results, focusing clearly on the dynamic
pressures and underlying driving forces that give rise to vulnerability in the first place (Cutter,
1996).

The PEARL Vulnerability Index (PeVT) framework uses a robust index that includes a multifaceted
picture of societal components like arcas of susceptibility, adaptation, and coping with vulnerability.
Susceptibility refers (o citizens' exposure and mfrastructure to certain hazards of a society, consisting
of four components. Coping 15 related to strengths and resources for direct actions leading to a
reduction in the consequences of a hazardous event, constituted by seven areas. Adaptation/Adaptive
capacities deal with negative impacts of future disasters, enabling societies to transform, and
includes four categories (Sorg et al., 2018),

Nepal is situated in the Hindu-Kush Himalayan Range with a complex geological structure, rugged
mountains, steep landscape, highly variable chimatic conditions, active (ectonic processes, and
continued seismic activities (Khanal, 2020), making it highly prone to multiple non-natural and
natural hazards (Ministry of Home Aftairs, 2018), as shown in the table below,

Table: Nepal's Vulnerability

Vulnerability Rank in the World Source
Multi-disaster 20m UNDP, 2005
Climate-Change 4 Chmate Change Vulnerability Index 2011,
mapleerofi
Earthquake BL UNDP/BCPE 2004 (out of 198 countries)
Water-Related 3o UNDP/BCPR 2004
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Disaster and Polycentric Disaster Governance

The term "disaster" originates from the Italian word "disastro," meaning "ill-starred" or "bad planet”
(Saltman, 2007). Digasters can be defined in various ways, but in all cases, they involve destructive
events that overwhelm all available resources, as the earth can both supply essentials and wreak
destruction (Kieffer, 2013). Disasters can arise from natural forces or human intentional or
accidental actions (Monios, 2019). Sociologically, disasters are perceived as natural phenomena, as
they only harm people when socially constructed. Conceptually, disasters are seen as exogenous
shocks whose potential targets and level of effects cannot be predicted, becoming significant based
on development, community and individual reactions, and eventual closure (Voss, 2008). People
suffer physically from natural hazards, such as personal property damage from floods or fires
directly, or indirectly from the loss of cntical public mfrastructure like roads and watex supply
(Birkland, 2006). A hazard includes both risks and dangers, representing an ongoing environmental
risk that has the potential to become a disaster, which occurs when the hazard's potential is realized,
involving extensive social disruption and loss (Voss, 2008). Sociologically, culture shapes
interpretations and responses in a more naturalistic manner, while social forces shape the causes,
course, and consequences, which are often critical but overlooked, along with the accountability of
organizations in disasters (Tiemney, 2019). Disasters can be temporally defined by three periods: pre-
impact (in which mitigation and preparedness mostly occur concurrently), trans-impact (difficult to
identify/indicate), and post-impact (during which emergency response and disaster recovery overlap)
phases/periods (Lindell. 2013). Governance implies the absence of a single center, with multiple
centers involved, and governing can be viewed as the totality of interactions among diverse actors
aimed at solving societal problems or creating societal opportunities (Takahashi, 2019). It
encompasses all processes, including the application, implementation, interpretation, and alteration
of rules and procedures within defined groups, Government officials are not only formal actors but
also include external factors such as private individuals, professional associations, community-based
organizations, and voluntary/non-profit/non-governmental organizations, etc., during the disaster
cyele (McGinnis, 2016). For disaster governance, disaster triage (the sorting and processing of
victims based on the severity of their condition) and decision-making processes regarding who is to
be treated first during a disaster (Beach, 1952) are vital considerations. Polycentric governance is
related to functionally interdependent but formally independent decision-making (Thiel & Moser,
2019) by the authority, and its normative conception supports collective problem-solving,
performing better than centralized governance, with the provision of collective goods performing
well in the medium to long term (Thiel, 2023 ). Michael Polanyi first used the term "polycentricism"
to describe a method of social organization in which individuals are free to pursue their objectives
within a general social system, and polveentric systems adhere to the rule of law (where the rule
involves notions of legitimacy, power, or multiplicity of decision centers) and freedom of expression
(Tarko, 2015), with some operational degree of autonomy. This seemingly inefficient configuration
of political units could achieve greater efficiency in the production and provision of public goods
and services than a centralized government {Carlisle & Grubby, 2019). Polycentricism opposes
monocentric systems, functioning effectively in managing commons, with the possibility of mutual
adjustment and alignment of global institutions for collective goals and net positive interactions
between Independent governing authorities after meeting certain conditions (kim. 2019). The
following table shows the differences between polycentric and monocentric governance systems.
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Monocentric governance

Polycentric governance

Problems may arise based on the scale of
government bodies (too large/small).

Better equipped to respond to  complex,
uncertain, and multiscale challenges by the
authorities.

The state is the center of political power,
authority, and decision-making structures.

Composed of multiple, overlapping, and nested
decision centers.

Clearly bounded and organized political units are
created with linkages established through
consfitutional and statutory means.

Across jurisdictions, which ean theoretically
create opportunities for multiple actors across
multiple levels.

Power relations, whether centralized or
nvoelving some delegation, often priortize
conducting regular activities over initiating new
solutions for national affairs.

Able to initiate and implement solutions 1o
address complex socio-ecological 1ssues in a
participative manner.

The ideal scale can offer both
capacity and citizens' trust.

LOVernanee

Self-organization of actors can lead to social
leamning and the development of social capital.

The blurring boundaries between jurisdictions in
coping with shared problems like climate change
pose many challenges, with initiatives for better

Can foster partnerships, cooperation, and power-
sharing among agencies to manage complexity
and uncertainty.

integration and cooperation between units being
considered problematic.

The central authonty steers society, Provide opportunities for power-sharing between

higher and lower decision centers.

(Mudliar, 2020, Termeer, Dewulf, & Lieshout, 2010)

Polycentrism helps to tie together the enormous variety of actors, issues, and processes that are
intertwined across subnational, national, regional, and global levels and reveals many power centers
and connections in digital data governance, Polycentric perspectives bridge disciplinary divides in
the analysis of digital data governance (Aguerre, Campbell-Verduyn, & Scholte, 2024) and can
contribute to effective disaster governance. Polycentricity conveys more than just federalism as it is
typically understood (Wright, 2012) and develops and enhances adaptive capacity, ensures good
institutional fit, and mitigates risk through redundancy (Carlisle & Gruby. 2019).

Polycentricity is the descriptive concept of polvcentric governance comprising three distinct but
interlinked elements: a normative theory concerning what leads to polyceniric governance as a
whole, a positive theory that hypothesizes what elements determine specific types of governance,
and an analytical framework that aims to examine both its normative and positive theory (Thiel,
2017). As per Ostrom et al. (1961), a polycentric political system is composed of many autonomous
units formally independent of each other, choosing to act in ways that take account of others through
processes of social interactions (Carlisle & Gruby, 2019). Polycentric governance (PG), even in the
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absence of formalized and centralized control in emergencies (pre and post-transition periods), can
offer an equitable, inclusive, informative, accountable, protective, and adaptable framework for
promoting efficiency, fighting poverty, and improving security {Sovacool, 2011). It comprises
structures (formation of actors), processes. or outcomes, network-based links, and other forms of
mterconnections. So, PDG would be more equitable and inclusive (Tuda, Kark, & Newton, 2020)
and includes all cooperation, conflict resolution, and competition as social interactions (Vincent,
Tiebout, & Warren, 1961).

PG has the ability to create a degree of uniformity and consistency to minimize and address
inconsistencies and provide a minimum degree of predictability, yet without imposing homogenizing
tendencies of centralized regulation, leaving local actors completely autonomous and free to act on
the basis of rules (Sovacool, 2011). It reflects a complex combination of multiple levels and diverse
organizations constituted from the public, private, and voluntary sectors with overlapping realms of
responsibility and functional capacities. A federal system may consist only of a sequence of neatly
nested jurisdictions at the tiers of government, while a polycentric system includes crosscutiing
junisdictions (Monios, 2019),

Functional polyeentric governance system refers to the capacity of governance to comport with (hree
claims of natural resource govermance: the ability to adapt to social and environmental changes,
provide a good mstilutional fit for its complex systems, and mifigate the risk of mstitutional failure
and resource losses due to the redundant teams of decision-makers employing diverse or redundant
institutions {Carlisle & Gruby, 2019).

~ Polyeentric Gaverpance — + |

* recognition of scale diversity

* desire to reduce error-proneness and promote learning l

e recognition of limitations on human information
processing capabilities

» presence of multiple goals for resource management |

* recognition of the diversity of human interests and values
associated with most complex natural resource systems

Source: Carlisle & Grubby, 2019

Disasler governance encompasses organizational and institutional actors from formal governments,
private companies, and bodies of civil society, (o informal organizations such as networks and elites,
in which sets of rules, actors, and organizations configure horizontal and vertical governance
arrangements (Sandoval & Voss, 2016) as part of polycentric governance, including interrelated
regulatory frameworks within Lhe disasier cycle,

Although polycentric governance (PG) is criticized for being too complex, redundant, and lacking
central direction in a slatic view, the dynamic view rellecls the simple-systems perspective, which
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has considerable strengths, and the complex-systems perspective, which concerns the vulnerability
of governance systems to disturbances (Finka & Kluvankova, 2015). PG results in high transaction
costs and a loss of demoeratic accountability. not least because of the complexity of decision-making
processes (Thiel, 2017), such as determining which decision-making centers need to be considered,
what is aggregated to a unit (a sub-unit may decide and implement), and determining the boundaries
of each center, creating overlap due to functional interlinkages within a system (Schrider, 2018). PG
focuses on static structures of governance without giving much emphasis to the way they are enacted
(Thiel, 2017).

Polycentricity, which focuses on social interrelations, intra-/mterdependencies, and interactions
among centers, considers competition, coordination, contractual and cooperative agreements, and
conflict resolution mechanisms. To overcome and solve the above-mentioned problems/critigues, it
is better to consider human, cultural, and social contexts based on problem/goods. task, and
level/scale specificity (Schréder, 2018). Two highly effective learning systems/measures for disaster
management are constellation analysis, which helps gain insights on actants' potential to cause
damage. and integrated analysis on a supra-regional level to 1dentify important factors for disaster
losses and track their changes (Voss & Wagner, 2010).
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Potential co-generating ideas by PDG to actor (Sovacool, 2011)

Disasters evoke horror not only because they make chaos and sutfering visible but also because they
reveal shocking disorder in socio-technical systems (Gusterson, 2011). Forensic anthropologists can
play a vital role in assisting in the Disaster Victim Identification process, including at the scene, in
the mortuary, in ante-mortem data collection, in reconciliation, and in debriefing (Blau & Briggs,
2011) of the events. Sociologically, the culture of risk and risk culture determine the disaster
experience and have transformed with new research becoming more diversified, taking on distinct
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forms such as the culture of prevention or disaster subculture, encompassing all knowledge, rules,
values, and measures taken at all levels of social organization (Revet & Langumier. 201135),
Transformation and modern practices would help facilitate effective disaster governance.

Nepalese Scenario of Disaster Governance

The Constitution of Nepal embraced a federal structure of government comprising seven provinces
and 753 local governments. At the local level, the governance structure resembles more of a
monocentric nature compared to the remaining tiers, with local governments possessing their own
legislative, judicial, and executive powers to provide basic state facilities and fulfill duties related to
service delivery (Vi), Russell, Clark, Parajuli, Shakya, & Dewulf, 2020). Multiple state and non-state
actors, as shown in the following figure, compete over resources, and there 1s an ongoing
administrative struggle to promote different disaster governance paradigms. However, the
decentralizaton process 1s expected to reduce disaster nsk for wvulnerable communities
(Pokhrel,2022).

Coordination, Coexistence, Cooperation

Figure: [Polveeniric] Disaster Governance Mechanisms (Disaster Risk Reduciion and Management Act)
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Discussion and Conclusion

The social vulnerability school suggests the need to alter power structures and ideologies 1o reduce
disasters, providing special assistance to weaker sections before, during, and after disasters
(McEntire, 2005), Vulnerable people affected by hazardous events are identified through
vulnerability assessments, and decision-making centers collaborate in co-planning and co-
implementing, supported by varying degrees of antonomy in governance. Various frameworks,
approaches, and models support disaster governance by different authorities, sharing roles in
planning. implementation, design, and vulnerability assessment throughout the disaster cycle.
Disaster management literature recognizes that vulnerability includes elements of risks and
responsiveness to risks, dividing vulnerability into disaster preparedness and disaster relief aspects
(Adwang. Siegel, & Jorgensen, 2001). Assessing the degree of vulnerability supports governance.

McGinnis (2011) highlighted governance as a process by which the repertoire of rules, norms, and
strategies guiding behavior within a given policy realm is formed, applied, interpreted, and
reformed. Disaster governance includes patterns of government, multi-sector, and citizen interaction
for disaster management (Sakamoto et al., 2016), addressing the conditions and requirements of
people throughout the disaster eycle. Developing higher levels of mutual trust (Dorsch & Flachsland,
2017), governmenial units both compete and cooperate, interact and learn from one another, {ailoring
responsibilities at different governmental levels to match the scale of public services (Cole, 2011) in
pre-disaster, response. and post-disaster phases (Lindell, 2013). Co-construction and co-production
based on network governance (as a part/lool of New Public Governance: NPG), requiring work at
multiple levels with interwoven areas of responsibility and functionality (Sarker, 2020), would be
vital for improving people's livelihoods.

Polycentricity refers to the nonhierarchical, institutional, and cultural framework structures and/or
processes {Schroder, 2018). characterized by the coexistence of multiple decision-making centers
with different cbjectives and values, where the degree of actors' autonomy/independence is
considered multiple and crosscutting jurisdictions (Monios, 2019). Thus, polycentric governance is
particularly well-suited to societies experiencing high cultural diversity (Algicia, 2014) for risk
reduction and people's welfare,

Polycentricity (polycentric governance) is divided into type 1 and type IL In type I, power is shared
in a federal context with hierarchically non-intersecting supranational, national, and subnational tiers
of governance with general-purpose jurisdictions. Type I is more task-specific, involving muliilevel
governance with aligned jurisdictions and flexible designs in the absence of authoritative
coordination to operate and involve in public service delivery (Bache and Flinders, 2004; Finka &
Kluvankova, 2015). In disaster governance, type Il would be more effective and people-friendly.
Nepal, newly restructured as a federal state with defined exclusive and concurrent powers, including
multiple levels of governance and located in a geographically yvulnerable zone for multi-disasters,
faces a yearly burden of infrastructure and lives loss. Due to its protective, adaptable, inclusive, and
accountable nature, polycentric disaster governance would be more effective (Sovacool, 2011) in
preserving assets and lives in hazardous situations, including in the federal context of Nepal.

118



Prashasan, Vol 56, Issue |, No. 139, p.104-122
References

Aguerre, C., Campbell-Verduyn, M., & Scholte, 1. A. (2024). Global Digital Data Governance!
Polycentric Perspectives, Rouiledge.

Aligica, P.D.,(2014). Institutional diversity and political economy: the Ostroms and beyond, Oxford
University Press.

Alwang, 1., Siegel, P. B., & Jorgensen, S. L. (2001). Vulnerability: A View from Different
Disciplines. 5P Discussion Paper.

Arcaya, M., Raker, E. I, & Waters, M. C. (2020}. The Social Consequences of Disasters: Individual
and Community Change. Annual Review of Sociology, (46) .pp.671-691.

Ayyub, B. M. (Ed.). (2011). Vulnerability, Uncertainty and Risk: analysis, modeling and
management, Virgimia: International Conference on Vulnerability and Risk Analysis and
Management -ICVRAM and International Symposium on Uncertainty Modeling and
Analysis: [SUMA.

Bankoff, G., Frerks, G., & Hilhorst, D. (Eds.). (2004). Mapping Vulnerability, Disaster,
Development and People.

Beach, M. (1952). Disaster Preparedness and Management . Philadelphia: F. A. Davis Company.

Birkland, T, A. (2006), Lessans of Disaster: Policy Change after Carastrophic Events, Georgetown
University Press.

Birkmann, J. (2008). Assessing Vulnerability Before, During and After a Natural Disaster in Fragile
Regions:Case Study of the 2004 Indian Ocean Tsunami in Sri Lanka and Indonesia,
Research Paper No, 2008/50. Helsinki: UNU-WIDER.

Birkmann, J. (Ed.). (2013). Measuring vulnerability to naiwral hazards: Towards disaster resilient
societies.United Nations University.

Blau, 5., & Briggs, C. A. (2011). The role of forensic anthropology in Disaster Victim Identification
(DVI). Forensic Science International (205}, pp.29-35.

Carlisle, K., & Gruby, R. L. (2019). Polycentric Systems of Governance: A Theoretical Model for
the Commons, Policy Studies Jowrnal, 47 (4),

Center for Excellence in Disaster Management & Humanitanan Assistance, (2020).Nepal Disaster
Management Reference Handbook, Hawaii: Center for Excellence in Disaster Management
& Humanitarian Assistance.

Cole, D. H. (2011). From Global to Polycentric Climate Governance. Climate Law. (2). Pp.395-413,

Cutter, S. L. (1996). Vulnerability to environmental hazards. Progress in Human Geography 20 (4),
pp.529-539.

115



Satval, Kedar, 2024

Dorsch, M. J., & Flachsland, C. (2017). A Polycentric Approach to Global Climate Governance.
Global Environmental Politics. 17 (2). pp.45-64.

Finka, M., & Kluvinkova, T. (2015). Managing complexity of urban systems: A polycentric
approach. Land Use Policy. 42, pp.602-608.

Gusterson, H. (2011). Social Containment of Disaster. The Insecure America.

Hagenlocher, M., Delmelle, E., & Casas, I a. (2013). Assessing sociocconomic vulnerability to
dengue fever in Cali, Colombia: statistical vs expert-based Modeling. Tnternational Journal
of Health Geographics pp.12-36.

Haque, C. E., & Etkin, D. (Eds.). (2012), Disaster Risk and Vulnerability Mitigation through
Mobilizing Communities and Partnerships MoGill-Queen’s University Press.

Have, H. t. (2016). Vulnerability: Challenging Bioethics Routledge.

Homumels, A., Mesman, )., & Bijker, W. E. (Eds.). (2014). Vilnerability in Technological
Cultures:New Directions in Research and Governance The MIT Press.

Jones, S.; Oven, K.J; Manyena, B. and Aryal K.. (2014).Governance struggles and policy processes
in disaster risk reduction: A case study from Nepal. Geoforum (35).pp. 78-90.

Kim, R. (2019). Is Global Governance Fragmented, Polycentric, or Complex? The State of the Art of
the Network Approach. International Studies Review.

King. D. (2001). Uses and Limitations of Socioeconomic Indicators of Community Vulnerability to
Natural Hazards: Data and Disasters in Northern Australia. . . . Natural Hazards.
(24).pp.147-156.

Lindell, M. K. (2013). Disaster studies. Current Sociology 61, (5-6), pp.7T97-825.

McEntire, D. A, (2005). Why vulnerability matters: Exploring the meril of an inclusive disaster
reduction concept. Disaster Prevention and Management , 14 (2), pp.206-222.

McGinnis, M. D, (2016). Polycentric Governance in Theory and Practice: Dimensions of Aspiration
and Practical Limitations. The Vinceni and Elinor Ostrom Workshop in Poliiical Theory and
Policy Analysis.

McLaughlin, P., & Dietz, T. (2008). Structure, agency and environment: Toward an integrated
perspective on vulnerability. Global Environmental Change.!8.pp.99-111.

Monios, J. (2019). Polycentric port governance. Transport Policy.83.pp.26-36.

Mudliar, P. (2020). Polycentric to monocentric governance: Power dynamics in Lake Victoria's
fisheries. Environmental Policy and Governance, pp.1-14. doi:10.1002/eet. 1917

120



Prashasan, Vol 36, lssue 1, No. 139, p. 104-122

Nguven, T. T., Bonetti, J., Rogers, K., & Woodroffe, C. D. (2016). Indicator-based assessment of
climate-change impacts on coasts: A review of concepts, methodological approaches and
vulnerability indices. Ocean & Coastal Management.123, pp.18-43.

Park, Y., Pradhan, A. M., Kim, U,, Kim, Y_.-T., & Kim, 8. (2016). Development and Application of
Urban Landslide Vulnerability Assessment Methodology Reflecting Social and Economic
Variables. Advances in Meteorology .

Phillips, B. D., Deborah, S., Thomas, A., & Fothergill, L. B.-P. (Eds.). (2010). Social Vilnerability
to Disasters, Taylor and Francis Group, LLC,

Quarantelli, E. L. (Ed.), (1998), What is Disaster? Perspectives on the question, Routledge,

Revet. S., & Langumier, J. (Eds.). (2015). Governing Disasters Bevond Risk Culture. (E. Rundell,
Trans. ) Palgrave Macmillan.

Rivera, F. L, & Kapucu, N. (2015). Disaster Vulnerabilitv, Hazards and Resilience, Environmental
Hazards. Springer International Publishing.

Rivera, F. L, & Kapucu, N, (2015). Geography and Resilience. In Disaster Vulnerability, Hazards
and Resilience, Environmental Hazards. Springer International Publishing.

Sandoval, V., & Voss, M. (2016). Disaster Governance and Vulnerability: The Case of Chile.
Politics and Governance 4 (4), pp. 107-116.

Schrader, N. J. (2018). The Lens of Polycentricity: Identifying polycentric governance systems
illusirated through examples from the field of water governance. Environmental Policy and
Governance 28 (4), pp.236-251.

Sorg, L., Medina, N., Feldmeyer, D., Sanchez, A., Vojinovic, Z., Birkmann, I, et al. (2018).
Capturing the multifaceted phenomena of socioeconomic vulnerability. Natural Hazards,
92: pp'EST"ZBE.

Sovacool, B. K. (2011). An mternational comparison of four polycentric approaches to climate and
energy govermnance. Energy Policy, 39, pp.3832-3844.

St. Cyr, J. F. (2005). At Rask: Natural Hazards, People’s Vulnerability, and Disasters. . Journal of
Homeland Security and Emergency Management,2 (2).

Stephan, M., Marshall, G., & McGinnis, M. (2019). An Introduction to Polveentricity and
Governance. National Science Foundation.

Takahashi, T. (2019), Governing and societal media for building resilience: A sociocybernetic study
of the disaster recovery in Japan. Current Sociology.pp. 1-17.

Tarko, V. (2015). Polvcentric Governance: A Theoretical and Empirical Exploration, George
Mason University.



Saryal, Kedar, 2024

Tesliue, E. D., & Lindert, K. (2004), Risk and Vulnerability in Guatemala: A Quantitative and
Qualitative Assessment. Social Protection Discussion Paper Sevies. Social Protection Unit,
Human Development Network The World Bank.

Thiel, A. (2023). Polycentric Goverming and Polycentric Governance, In F, Gadinger, & I. A,
Scholte (Eds.), Polveentrism. Oxford University Press,

Thiel, A. (2017). The scope of polyceniric governance analysis and resulting challenges. Journal of
Self~-Governance and Management Economics,5 (3), pp.52-82.

Thiel, A., & Moser, C. (2019). Foundational aspects of polycentric governance: overarching rules,
social-problem characteristics and heterogeneity. In Goveraing Complexity.

Tiemey, K. (2019), 4 Sociological Perspective on Disasters. Wiley.,

Termeer, C. J., Dewulf, A., & Lieshout, M. v. (2010). Disentangling Scale Approaches in
Governance Research: Comparing Monocentric, Multilevel, and Adaptive Governance.
Ecology and Sociery, 13(4).

Tuda, A. O, Kark, 5., & Newton, A. (2020). Polycentricity and adaptive govemance of
transhoundary marine socio-ecological systems. Ocean and Coastal Management .

Turesson, K., Pettersson, A., Herve, M. d.; Gustavsson, 1., Haas, 1., Koivisto. I, et al. (2024), The
human dimension of vulnerability: A scoping review of the Nordic literature on facters for
social vulnerability to climate risks. fnternaiional Journal of Disaster Risk Reduction, 100.

Vincent, K. (2004), Creating an index of social vulnerability to climate change for Africa. Working
Paper 56, Tyndall Centre for Climate Change Research.

Vincent, 0., Tiebout, C. M., & Warren, R. (1961). The organization of government in metropolitan
areas: a theoretical inquiry. American paolitical science review, 55 (4).pp. 831-842.

Voss, M. (2008). The vulnerable can’t speak. An integrative vulnerability approach to disaster and
climate change research. Behemoth. A Journal on Civilisation, 3, pp.39-56.

Voss, M., & Wagner, K. (2010). Learmning From (Small) Disasters. Natural Hazards .

Waits, M. I., & Bohle, H. G. (1993). The space ol vulnerability: the causal structure of hunger and
famine. Progress in Human Geography, 17 (43). pp.43-67,

Weichselgarmer, J. (2001). Disaster mitigation: the concept of vulnerability revisited. Disasrer
Prevention and Management, 10(2), pp.85-94.

Wisner, B., Blaikie, P., Cannon, T.. & Davis, L. (2003). At Risk: natural hazards, people's
vulnerability and disasters. Routledge.

Wright, B, E. (2012). Reflections on Vincent Ostrom, Public Administration. and Polycentricity .
(M. D. McGinnis, & E. Ostrom, Eds.). Public Administration Review, 72 (1), pp.15-25

122



Prashasan iy 2024, vol. 56, Issue 1, No. 139, 123-134
© 2023, Minisiry of Federal Affairs and General Administration
https://doi.org/10.3126/prashasan.v56il.67334

www,mofaga.gov np/prashasanjournal
ISSN: 2565-5043 Print / ISSN: 2822-1974 Online

Foreign Trade as a major aspect of National Security:

Does it apply to Nepal?
Lila Prasad Sharma*
Abstract

National security encompasses safeguarding a state im every aspect-from protecting fundamental
values, democratic principles, and societal well-being to ensuring the security of citizens and the
wntegrity of borders. It involves defending territory, mamtaining stable economic relationships
globally, preserving the functioning of governance institutions, and securing national secrets.
National security is intertwined with concepts like national interest, power, and stability. Economic
security, which entails having sufficient financial and other resources to live comfortably now and in
the future, is a crucial component. 1t includes job stability, financial sufficiency, and preparedness
for unexpected expenses, Without economic security, other forms of security are incomplete. This
article explores the empirical concept of national security and its dependency on economic status,
with a particular focus on trade.

Keywords: naiional security, national interest, economic prosperity, trade, human security

Introduction

National security is a condition where the most cherished values and beliefs ol a state, its democratic
way of life, institutions of governance. and unity, as well as the welfare and well-being of'its people,
are permanently protected and continuously enhanced. It involves preserving the nation’s physical
integrity and termtory, maintaining its economic relations with the rest of the world on reasonable
terms, safeguarding its institutions and governance from exiernal disruptions, controlling its borders,
and protecting its secrets and citizens, National secunity emphasizes the overall secunty of a nation
and a nation-state (Hussain, 2023).

Experts often disagree on the exact definition of 'security.’ Walter Lippmann, one of the earliest to
define it, stated that a country 1s secure when it does not have to sacrifice its rightful interests to
avord war and can defend itselfif necessary (Wagle, 2009).

National security mvolves protecting a country from threats, whether external or internal, This
includes safeguarding its sovereignty, borders, laws, economy, technology, military, society, food
supply. and information. and defending against activities like espionage, terrorism, and other crimes

“Joint Secretary, Government of Nepal
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by foreign entities or groups. Nepal, with its strategic location in South Asia, has experienced
aftempts by its neighbors to influence its domestic policy, especially during major political events
{Baral, 2021).

The traditional meaning of national security involves protecling and securing the physical survival of
the state from external military threats, particularly defending territory from foreign invasion. Over
time, this concept has been redefined and expanded Lo include various non-military dimensions such
as health, economics, environment, and social stability,

The key questions underpinning national security are: Whose security is being addressed (referent
object)? And security from what threats? (Paudel, 2021). The concept of national security rose to
prominence during the Cold War, primarily shaped by Realist perspectives. In the early 1990s. the
concept of human security emerged, placing individuals at the center of security strategies. In
essence. national security encompasses the protection of life. liberty, happiness, and prosperity of a
state's populace.

Security studies involve exploring the nature, causes, effects, and prevention of war. National
security means ensuring a country is safe from various threats, both external and intermal. This
includes protecting its sovereignty, borders, laws, economy, technology, military strength, society,
food supply, and information from espionage, terrorism. and other criminal activities by foreign
entities or groups (Markina, 2018).

Major Dimensions of National Security

The dimensions of national security are dynamic and vary from couniry to country, influenced by
their unique contextual features (Pokhrel, 2021). Common and significant sectors include geography,
history, economy, socio-culture, environment, human resources, and information technology.
However, certain dimensions are globally recognized as critical components of national security:
Military Security (Protection agamnst external military threats), Political Sccurity (Stability and
integrity of political nstitutions), Economic Security (Stability and resilience of the national
economy), Energy Security (Access to and protection of energy resources), Effective Diplomacy
(Strong mmternational relations and diplomatic engagements), Cyber Security (Protection of
information technology and data systems), Media Security (Ensuring responsible and secure
communication channels), Food Security (Reliable access to sufficient, safe, and nutritious food),
Health Security (Protection against health crises and pandemics), Empowerment of Women
(Ensuring gender equality and empowerment), Environmenial Security (Protection and sustainable
management of natural resources), Personal Security (Safeguarding individuals from physical
violence), Community Seccurity (Strengthening community resilience and cohesion). Above
mentioned areas are critical components of national security and integral to the broader concept of
human security (Wagle, 2009).

Mational security dimensions can be classified into military and non-military dimensions. Until the
mid-20th century, national security primarily focused on military security. Over time, the concept
expanded beyond what armed forces could achieve. For instance, in 1947, the United States created
the National Security Council to advise the president on integrating domestic, foreign. and military
policies for national security. This practice has since been widely adopted globally. Similarly,
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Nepal's National Security Policy of 2016 defines national security as fully protecting the countrv in
all areas: geography, society, economy, and polifics. Each country prioritizes its goals and essential
interests, shielding them from external interference and internal problems while ensuring their
enhancement and support. A National Security Policy is thus a comprehensive plan covering all
measures a country takes to keep its people and land safe (Government of Nepal, 2016).

In this context, addressing issues like poverty, disease, violence, inequality, unjust systems, and
gxclusion is crucial for a comprehensive national security perspective. Morgover, the policy aims to
address and maintain the state's diversities (Sharma, 2023).

Fundamental Elements of National Security

While we can enumerate major dimensions of national security, there exist fundamental elements
that lie at the core, significantly amplifying national security. These elements simultaneously pose
the most crucial challenges we face as a nation and people. They include: Socio-Political Stability
(Ensuring stability in social and political structures), Territorial Integrily (Safeguarding the nation's
borders and sovereignty), Economic Solidarity and Strength (Maintaining a resilient and robust
economy), Ecological Balance (Preserving the environment and natural resources), Culfural
Cohesiveness: Promoting unity and harmony among diverse cultural groups, Moral-Spiritual
Consensus (Upholding shared values and ethical principles), External Peace (Fostering peaceful
relations with other nations).

Additionally, important measures to ensure national security encompass diplomatic efforts o rally
allies and isolate threats, leveraging economic power to foster cooperation, maintaining effective
armed forces, implementing civil defense and emergency preparedness measures (including anti-
terrorism legislation), ensuring resilience and redundancy of critical infrastructure, utilizing
intelligence services to detect and counter threats, and protecting classified information using
counterintelligence services or secret police to safeguard against internal threats.

Factors Affecting National Security (Security Threats)

Numerous factors actively Impact a state's national security status from varlous angles and forms,
often categorized as security threats. These threats may vary in nature and context from one country
to another. Highly influental security threats meclude:

= (Geographical considerations such as border status, surrounding states, and access (o the sea
(Acharya, 2019).
=  Political instability and inter-party relations, religious, social, cultural, and ethnic

extremism.

»  Challenges to constitutional and legal frameworks, as well as interests of neighboring and
other states.

* FEconomic factors such as poverty, unemployment, exploitation of natural resources, and
energy supply disruptions.

= Natural disasters, environmental degradation, and climate change impacts.
*  Criminal activities including human trafficking, smuggling, border encroachments, and
transnational crimes.
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*  Challenges related to VVIP security, gender-based violence, misuse of media, corruplion,
fiscal crimes, and revenue leakage.

Nepal's National Security Policy identifies threats such as political instability, law and order
challenges, socio-economic issues, and disaster-related challenges (Government of Nepal, 2016).

These threats can broadly be classified as mtemal and external, and the mamtenance of national
security depends on how effectively a state addresses them through the previously mentioned major
dimensions of national security.

The Societal Perspective on Security

According to experts in political science and sociology, security is a fundamental aspect of society.
It encompasses ensuring the safety and well-being of individuals and communities physically,
mentally, emotionally, and financially compared to others and the swrrounding environment.
Security is essential both within societies and globally, encompassing the protection of a country's
interests and values (Grizold, 1994).

National Security Perspectives and Issues in Nepal

National soversignty, territorial integrity, and security are paramount concerns for any independent
nation, and Nepal is no exception. Given Nepal's geopolitical sensitivity and strategic positioning,
national security has consistently been a cornerstone of its govemance (Sharma, 1986), The
discourse on national security traces back to Prithvi Narayan Shah's teachings, known as Dibya
Upadesh, which advocated for a defensive stance (Thakur, 2001). Subsequently, during the era of
Jung Bahadur Rana, an aggressive policy was adopted. Notably, Nepal has maintained peace since
the Sugauli Treaty with the British Empire. The proximity fo two dynamic neighbors alone
underscores the importance for Nepalese security authorities to prioritize diplomatic engagements
over military escalation. Embracing a defensive security doctrine concerning its immediate
neighbors remains pertinent for Nepal. Furthermore, key historical events such as the post-Rana
penod, King Mahendra's sirategic principles, King Bmrendra's "zone of peace” imitiative, security
strategies in the democratic era, the Maoist insurgency, and the subsequent transition to a republic
have all significantly shaped Nepal's national security policies over time (Wagle. 2009).

Nepal should refrain from joining any security groups that could jeopardize its security or
complicate its relationships with other countries. As one of the founding members of the non-aligned
movement and considering its geographical challenges, Nepal should prioritize its own security over
its neighbors' concerns and maintain neutrality in its foreign policy to safeguard itself (KC, 2024),

Economic Security: A Prime Factor of National Security

Economic or financial security refers to the condition of having stable income or resources to sustain
a standard of hiving both presently and in the foreseeable future. It encompasses employment
security, predictability of future cash flows for scheduled or unforeseen expenses, and plays a crucial
role in overall security. Economie security of individuals and the state are interdependent. In today's
intricate system of international trade, characterized by multinational agreements and mutual

126



Prashasan, Vol 56, Issite |, No, 139, p.123-134

interdependence, the freedom to pursue desired cconomic policies is essential for national security.
Economic security involves not only protecting the economy’s capacity to provide for the people but
also ensuring the government and the populace have autonomy over economic and financial
decisions. Nepal has recognized national securify issues as encompassing economic dimensions
{Paudel, 2021).

Ultimately, economic security entails economic policies, infrastructure development, enforcement
agencies, and implementation of aciivities aimed at economic growth, development, and overall
prosperity to defend the nation against seen and unseen threats. Economic prosperity, typically
defined by economic growth, full employment, low inflation, high investment levels, and
productivity improvements, contributes to economic security by reducing uncertainty about
continued economic well-being (Neu, 1994),

The Role of Economy in National Security

Without capital, industrial infrastructure, production, employment opportunities, and equitable
distribution of resources, all efforts toward national security would be incomplete and of little value,
The national security strategy of the United States in May 2010 underscored the importance of the
economy in national security. It stated:

We must renew the foundation of America's strength, In the long run, the welfare of the American
people will determine America's strength in the world, particularly at a time when our own economy
is inextricably linked to the global economy. Our prosperity serves as a wellspring for our power. It
pays for our military, underwrites our diplomacy and development efforts, and serves as a leading
source of our influence in the world.

(National Security Strategy of the United States, May 2010)

Components and Outcomes of a Strong Economy

To maintain reliable national security amidst various threats, certain components are essential for a
strong economy. These components, widely acknowledged or accepted globally, include:

*  Industrial development and production capacity ratio

= Approved or committed foreign direct investment (FDI) and its realization

»  Base, pattern, and trend of foreign trade

*  Components of GDP, including service sectors and their contribution, subject to changing
orders

*  Agrcultural production and its contribution to supply chamn resilience

A state equipped with these components can achieve notable outcomes in terms of national security,
such as employment availability, self-reliance in various goods, export promotion, import
substitution, external sector stability with sufficient foreign exchange reserves, and ultimately
prosperity through trade surplus and enhanced soft power (Adhikari, 2024),
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Macro-cconomic variables have a dynamic and comprehensive impact on national security.
Therefore, analyzing and improving the relabionship among these variables is crucial for reliable and
sustainable national sccurity. Inefficiencies in cconomic factors directly affect individual
vulnerability to national securily risks.

The Role of Trade in Achieving a Strong Economy

A strong economy cannot be achieved without effective trade practices. Trade is considered the
process through which all major components of a strong economy contribute to the prosperity and
dimensional power of the state. Production, industry, innovation, startups, value addition,
agriculture, demand and supply, all these are means to achieve self-dependency, trade surplus,
external sector stability, and economic growth.

Trade ultimately leads to self-dependency, trade surplus or import substitutions, external sector
slability, sufficient foreign exchange reserves, improvements in major socio-economic indicators,
economic growth, development, equitable distribution, and prosperity. At this juncture, a state
attains a level of strong preparedness against any threats, with high morale, national prestige, and
effective negotiating power on the international stage,

Economic security encompasses a state’s economic well-being, stability, and wvarious factors
contributing to the resilience and protection of its economy (Adhikari, 2024).

International Trade and National Security: An Interconnected Relationship

The connection between international trade and national security dates back to the establishment of
the General Agreement on Trade and Tariffs (GATT) in 1947, Since then. national secunity concemns
have been central to trade disputes, with some countries imposing trade sanctions on others without
mutual agreement, citing national security reasons (Sohn and Yeo, 2005). Researchers have
extensively examined how trade sanctions imposed for national security reasons align with the rules
of organizations like the World Trade Orgamization (WTQ) and the United Nations (UN), National
security considerations are also embedded within free trade agreements (FTAs) and domestic laws in
individual countries. FTAs generally acknowledge the importance of national security in economic
integration and allow for exceptions based on security concerns. Notably, countries like the United
States have significant laws and regulations controlling exports and imports to safegunard national
sccurity interests, setting a precedent in this domain. South Korea and the United States, in
particular, have notable laws and regulations that ympact international trade (Andreas, 2002).

The relationship between international trade and national security, while seemingly contradictory, is
complementary in reality. However, critical questions arise regarding the extent of their connection,
their practical synergy, and the adequacy of institutional frameworks. Understanding this
relationship entails exploring how national security influences international trade and how
international trade, in turn, bolsters national security. This dynamic is indispensable for both realms
(Sohn and Yeo. 2005).
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The Impact of Trade Rules on National Security

Multilateral, bilateral, regional, sub-regional, and national trade rules significantly affect states'
international trade, either by supporting or competing with one another, Countries endowed with
strong industrial capacities and high export levels can forge ahead, leaving those without such
capacities behind. Trade surplus nations can achieve economic prosperity and maintain national
securily in a hegemonic world. The [ield of inlernational political economy (IPE) encompasses the
sustainable use of resources and advocates for equal access and distribution of resources. The
economic aspect of trade and overall economy directly and indirectly influences the national security
of any state, highlighting the intricate interplay between trade and security (Adhikari, 2024).

Connection of trade with other economic components regarding national security
A robust economy cannot be achieved without effectively harnessing the power of trade. Trade is

recognized as the mechanism through which all key components of a strong cconomy converge to
foster prosperity and enhance the dimensional power of the state.

Means Process Ends
: m:;}rmn . Tre?de (Policies, vision,  * Se?lfudepcndcncy ‘
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How Dependency impacts on Nepal’s National Security

The preceding sections of this paper have primarily focused on analyzing the diplomatic, political,
and socio-economic impacts on global communities as a whole. However, addressing the economic
implications of dependency, with a special reference to Nepal, 15 crucial. Let's examine the example
of the Ukraine crisis. While some economic parameters have been mentioned earlier in this paper,
it's essential to delve deeper mto the economic scenario.

Before the crisis, the effect of the Omicron variant was gradually decreasing, and vaccination rates
were increasing, leading towards normalization. Economic activities were on the rise, with aggregate
demand for goods and services increasing, and the supply side functioning smoothly. Most basic
necessities and luxury items were being imported, and the price of diesel stood at Rs. 128 per liter,
with petrol at Rs. 145 per liter. This provided a general glimpse of Nepal's economic and trade
situation, with the economy expected (o move in a positive direction.

Relative to its size, Nepal has 4 small economy that is heavily reliant on the global platform,
necessitating the importation of varous goods and services from different countnies, which accounts
for more than 90 percent of total foreign trade (NPC, 2022), Its internal production and nominal
exports cannot meel the demands of the population, leading to various dimensional effects and
problems divectly and indirectly caused by erises.

Before the war, the global economy had appeared to rebound after the Covid crisis, including Nepal.
Despite rapidly increasing demand, the prices of crude oil, metals, food crops, and other
commodities rose due to weak supply mechanisms, exerting a deep and dimensional impact on the
global and Nepalese economies. The price of crude oil skyrocketed in the international market, with
diesel reaching Rs. 172 per liter from Rs. 8% per liter within a vear. Many other goods became more
expensive as Nepal imports almost all consumed goods from different countries, including Russia
and Ukraine. More than 20 countries banned food exports to proritize their own populations,
exacerbating shortages and price hikes.

Specifically, the prices of food items. beans, pulses. soybean oil, and raw materials for o1l increased,
making the overall supply more expensive. With major wheat suppliers like Russia and Ukraing
engaged in war, Nepal, which imports over 93% of sunflower oil from Ukraine, faced disruptions
and price hikes. During the conflict, over 46 countrigs imposed more than 8000 restrictions againgt
Russia, attermpting to isolate it from the global system. This not only rendered large reserves of gold
and foreign exchange in Russia passive bul also halted the use of otl, gas, and coal. Such disruptions
in the supply chain put pressure on the rest of the world, including Nepal.

Adrican countries, which import large quantities of wheat from Ulraine, also faced shortages and
price hikes. According to the UN, some countries began to experience food crises during and after
the conflict. These scenarios have not only affected the foundation of Nepal's economy but also
disrupted the supply chain, leading to shortages and high prices of goods (NPC, 2022),
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Possible Effects of Dependency on the Future

Given that Nepal mmports more than 90 percent of its lotal trade and relies on import-based revenue,
the availability of various goods, services, and resources will be affected by disturbances al the
source. especially in Russia, Ukraine, and other Western countries. The ongoing wars in different
parts of the globe show no signs of abating, causimg uncerfamty and leading to increased prices,
shortages of energy, and wasteful use of resources, all contribuling to an unfavorable trading
environment. Consequently, not only the global system and many developing countries, but also
Nepal, will likely face numerous unwanted political-economic challenges in the future (PRI, 2022),

Speetfically, the availability of oil, a major energy source, may decrease, resulting in an overall price
hike. This would sharply increase the prices of goods and services, including basic necessities,
potentially leading to scarcity and a heightened risk of [ood crises and hunger. Furthermore, the
disruption of major development projects worldwide could decrease global economie growth, while
daily hife and supply chains may encounter disturbances and uncertainties (NPC, 2022).

Trade: A Pillar for National Security - Does Nepal Apply It?

As discussed earlier, trade serves as the means to achieve prosperity, which is crucial for ensuring
reliable national security. However, Nepal faces a significant trade deficit with high dependency on
imports, including essental items such as energy, machinery, vehicles, and construction materials,
all considered lifelines for the people and the state. Moreover, Nepal lacks strategic goods and
services for self-dependency or export, leaving it vulnerable to global uncertainties, be they due to
war, economic fluctuations, or natural disasters. Remittances, a major source of foreign exchange,
are also volatile and subject to disruption. Additionally, key components of GDP, such as
agriculture, services, and industry, have been neglected, failing to contribute to resilient trade. Given
these weaknesses 1o Nepal's trading system, how can it coniribute to a comprehensive and reliable
national security perspective?

Enhancing Trade for National Security: The Way Forward

While numerous clements, dimensions, and factors contribute to national security, trade-supported
economy stands out as a major aspect [or peacelul advancement, devoid ol war or physical tension,
primarily relying on diplomacy, For a robust economy and trade, a state must enhance its
infrastructure, policies, mechanisms, resources, ICT capabilities, and coordination eflorts to utilize
its full potential. In summary, the following steps can be taken:

L. Tnerease the productivity of existing industries.

2. FEstablish mega industries sirategically, focusing on sectors like forestry. agriculture, and
high-imported goods.

3. Promote activities such as qualily assurance, marketing, branding, and competitiveness

enhancement for existing and potential export goods,

Expand market reach and trade intelligence for diversification,

Enhance service trade, particularly in sectors like ICT. tourism, and hydro.

Assess the guality and value of goods,

Engage in trade negotiations for preferential market access and other trade agreements.

o e
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8. Enhance the capacity of producers, exporters, governmental, and non-governmental
agencies, as well as diplomatic missions.

9. Emphasize the productivity of Nepalese industries and agriculture at all levels of
government by providing necessary support.

10. Address the needs of Micro, Small, and Medium-sized Enterprises (MSMEs) to foster their
development and increase their numbers (Adhikari, 2024).

Special atteniion and incentives should be directed towards all production sectors with high potential
to meet demand and contribute to exports. Customs duties and excise taxes on industrial raw
materials should be lower than those on finished goods. The government should mandate the
consumption of domestic products whenever possible, even il they are more expensive up lo a
certain threshold. Policies prometing clean and green energy (such as electricity, wind, and solar)
should receive tax relief to encourage greater adoption. Unused land should be effectively utilized
through coordinated efforts among federal agencies. Entities like the Food Management & Trading
Company Lid. and related public authorities should take a leading role in the trade of essential goods
such as rice, oil, sugar, salt, and pulses. Additionally, the government should establish buffer stocks
of basic goods for emergency purposes in each province in collaboration with the private sector and
other stakeholders (NPC, 2022).

According to data from the Department of Customs, two-thirds of Nepal's total foreign trade is with
India. Nepal should diversify its international trade beyond India based on its existing potential and
leverage vartous preferential market facilities (Ojha, 2011).

To succeed, Nepal must update its laws, enhance product quality, and invest in better infrastructure.
It should focus on its strengths in production and involve more people, especially women and
vilnerable groups. Trade extends beyond goods to services like tourigm and TT, offering additional
opportunities. Nepal needs to create an atiractive investment environment and protect intellectual
property rights, While trade is crucial for stability and prosperity, peace is equally vital. Nepal
requires a stable government {o foster economic growth through trade. Poorer countries require
special assistance to compete in global trade and weather crises. Safeguarding trade is imperative for
vulnerable economies during challenging times (Ojha, 2011).

Conclusion

As previously discussed, trade serves as the conduit for prosperity, essential for reliable national
security. However, Nepal faces significant trade deficits and high import dependency, especially for
critical goods like energy, machinery, vehicles, and construction materials. Nepal lacks strategic
goods and services for self-sufficiency or export, hindering its ability to negotiate and shape
global/regional orders. Remittances, a major source of foreign exchange. are volatile and susceptible
to global uncertaintics. Key GDP components, such as agriculture, services, and industry, have been
neglected, failing to contribute to resilient trade. Consequently, Nepal's trading system is weak and
far from the desired level of self-reliance, leading to limited bargaining power in negotiations due to
multiple dependencies. To address this, Nepal must strengthen its economy, promote prosperity. and
reduce dependency levels. Thus, Nepal must take significant steps to leverage trade as a primary
pillar for national security by achieving cconomic strength. prosperity, and minimal dependency
levels.
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Digitalization of Government Services and Citizen

Satisfaction: A Case Study in Dhankuta District, Nepal

Pradeep Phuyal*
Abstract

This study. conducted in the context of Nepal's Digital Nepal initiative, is of significant relevance as
it evaluates citizen satisfaction with digital government services in Dhankuta District. The findings,
erucial for the ongoing digital transformation in Nepal, reveal mixed satisfaction: digital services
like land map printing and online revenue payments scored medium-high, indicating positive
reception. However, service quality, data security, and digital awareness campaigns scored medium-
low, highlighting areas for improvement. The study underscores the importance of enhancing service
reliability, security, and public awareness as digital initiatives progress. Recommendations include
improving user interfaces, implementing robust security measures, launching comprehensive digital
literacy programs, and developing effective communication strategies to optimize digital
government services in Dhankuta District.

Keywords: citizen satisfaction, digital government services, Dhankuta District, service
quality, data security.

Introduction

Many developing countries, like Nepal, are grappling with extreme poverty, and significant changes
in people’s lives have been lacking for years, One notable reason for this stagnation is corruption.
Traditional forms of governance, manual systems, unethical behavior of public servants, government
procurement systems, bureaucratic delays, and red tape have all contributed to corruption.
Digitalization in government work is needed fo address these issues (Shah, 2023), By automating
processes, enhancing transparency, and improving accountability, digitalization can reduce
opportunities for corruption, streamline procedures, and make government services more accessible
and efficient Tor citizens.

E-governance makes public administration more open, flexible, and easily accessible to citizens
without requiring them to meet officials in person. However, for e-governance to be interactive and
user-friendly, eitizens need access o ICT facilities and basic computer skills, In other words, ICT
infrastructure and compuler literacy are essential ingredients for the success of e-governance
(Dhakal, 2012). The digital transformation of govemnment services represents a global movement

*Assistant Campus Chief, Hile Campus, Dhankuta
Email: pradeepphuval i gmail com
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aimed at enhancing efficiency and meeting the evolving needs of citizens in a rapidly changing
world (Mergel, 2019).

Globally, zovernmental organizations have integrated digital applications to optimize their activities,
achieve higher outcomes, and bring services closer to the people. In Nepal, the Digital Nepal
initiative signifies a significant commitment to digitalizing government sectors to improve service
delivery etficiency and {ransparency (P, Pradeep. 2023), Over the past decade, the efficient use of
information technology in government offices in Nepal has become central to achieving the goals of
effective governance, promising a brighter future for citizens.

According to the UN E-Government Survey 2022, Nepal's E-Government Development Index
(EGDI) is 0.5117, ranking 125th out of 193 countries. The EGDI, a composite indicator, reflects
three key dimensions of e-government: online service provision, telecommunication connectivity,
and human capacity. Additionally, Nepal's E-Participation Index, which measures citizen
engagement in government policy and service development, is 0.2386, placing it 143rd among 193
countries.

One of the pivotal projects under this initiative is the implementation of the National Identity Card
(NID) system. This system aims to provide every citizen with a robust digital identification card,
fundamentally transforming the dynamics of citizen services and bureaucratic efficiency. However,
despite these advancements, challenges such as restricted access to technology, infrastructure gaps,
and digital literacy persist (Janowski, 2015). Overcoming these challenges is crucial for Nepal to
fully realize the benefits of digilal government services. Commumity efforts play a vital role in
bridging these gaps, facilitating partnerships between the public and private sectors to fast-track the
objective inclusively (Ghimire, 2021).

This research focuses on examining the efforts of government offices in Dhankuta District, Nepal, to
implement electronic service delivery and assess the impact on citizen satisfaction. Trust in e-
government is essential, as a lack of confidence can hinder citizen adoption of digital services
(France Belanger, 2008). Efficiency in digital services, charactenized by reliability, response {ime,
and ease of use, significantly enhances service quality. In Dhankuta District, digital services such as
online land records, revenue payment systems. and digital court case registration have increased
government effectiveness and efficiency.

The study aims to establish the extent to which service quality improvements impact the perceived
efficiency of government service delivery and, consequently, citizen satisfaction. Trust, security, and
effective feedback mechanmisms are crucial for digital government services to gain citizen approval
and encourage societal acceptance. Feedback from citizens is invaluable in shaping the future of
digital government services. Effective governance of digital mitiatives is not just important; it is
essential to ensuring success and mitigating potential nsks., While digitalization offers numerous
benefits, such as ncreased accountability, efficiency, transparency, cost reduction, and improved
povernance, poorly designed reform strategies can hinder progress. Thus, robusl governance
frameworks and strategies are imperative for maximizing the potential of digitalization initiatives.

This research explores the current state of digitalization efforts in government offices in Dhankuta
Municipality, Nepal. It assesses citizens' familiarity and satisfaction with these services by collecting
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and quantifying their responses. By examining core digitalization services and cvaluating citizens'
perceptions and satisfaction levels, this study aims to provide valuable insights into the effectiveness
of digital transformation initiatives in enhancing service delivery and citizen engagement.

This study combines qualitative and quantitative analyses with a mixed-methods approach to gain
comprehensive insights into the digitalization landscape in government offices. Qualitative methods
such as interviews and focus groups will gather in-depth perspectives from government officials and
citizens. Quantitative methods, including surveys and data analysis, will provide statistical evidence
on citizens' familiarity, satisfaction levels, and usage patterns of digital government services. This
research was conducted thoroughly, focusing on a representative sample of government offices
across various sectors and geographical locations in Nepal. capturing diverse perspectives from
different regions and sectors.

Literature Review

Based on a hterature review, a conceptual framework was established to identify the factory that
would facilitate the implementation and adoption of e-government in Nepal. This review involved
searching different research papers using online databases such as ResearchGate, Scopus, and
Google Scholar, with keywords such as e-government, digital governance, Nepal, and customer
satisfaction. The conceptual findings, combined with the empirical evidence obtained from these
sources, provided the basis for creating questionnaires for each segment of the literature review and
the research paper as a whole.

Types of Digitalization Service Initiatives in Government Offices

In October 2019, the government developed a Digital Nepal framework outlining one nation, eight
sectors, and eighty digital initiatives to drive innovation, enhance productivity, enrich the quality of
life for all Nepali people, and provide quick access to government services (Nepal, 2019). Nepal has
made significant strides in IT infrastructure, including building a nationwide optical fiber network,
implementing 4G LTE, and launching a national e-payment gateway. The 14th national plan
achieved 65% internet access, with the 15th plan targeting B0% by 2023-2024. The COVID-19
pandemic boosted virtual communication despite economic challenges. However, expanding and
managing IT mnfrastructure remains difficult. Nepal needs to develop innovative human resources
through muliilateral partnerships to enhance government service delivery (Shah, 2023).

Various initiatives have been launched across different government sectors as part of the additional
digitalization work process. Govermnment offices have digitized their services with two primary
objectives: maintaining transparency and providing public services smoothly, effectively, and
quickly. The digitalization of work in Nepal has advanced significantly, particularly with the launch
of the Nagarik App in January 2021, which integrates all government services for easy, round-the-
clock online access to essential documents and public services. Mero Kitta, an application from the
Department of Survey, allows users to print land maps and field guides at home, reducing bribery
and waiting times at survey offices (Ghimire, 2021). The banking sector has also adopted
digitalization with Connect IPS, an e-payment service launched by Nepal Clearing House Limited
(NCHL) in 2018, facilitating online fund transfers and e-commerce transactions. The Digital Nepal
Campaign, initiated in 2018, included a national identity card to replace the citizenship card and
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improve access to state services. Additionally, the digital signatures introduced in 2016 enhanced the
security of digital documents. Achieving the goals of Digital Nepal requires public-private
partnerships and coordinated efforts across all government levels (Ghimire, 2021).

Research question: What digitalization service initiafives are currently being implemented in
government offices?

Service Quality and Effectiveness

Digital governance ensures effective service delivery to the public, but countries like Nepal still face
challenges in this area, Digitalization facilitates interaction in different modules; government to
government (G2G), government to citizen (G2C), and government to business (G2B). These
modules are in the development phase of the Nepalese digital era (Joshi, 2020). Service quality plays
a crucial role in determining the efficiency of government services and ultimately influences citizen
satisfaction. Research emphasizes the significance of factors such as tangibility, reliability,
responsiveness, assurance, and empathy in determining functional quality, while valence and waiting
time are critical factors for technical quality (Raghavendra D. Padivar, 2022). Additionally, studies
highlight the importance of citizen feedback in analyzing service guality, with factors such as
efficiency, quality, attitude. compliance, and execution of responses as key determinants (Xiaoyan,
2023). Overall, ciizen satisfaction 15 not only a measure of government performance but also a
means of enhancing public values such as accountability, trust, and social equity (Kim, 2022).

Research Question: How do service quality and effectiveness impact the efficiency of govermment
services and citizen satisfaction?

Perceived Impact on Accessibility of Government Services

The perceived impact is the level of satisfaction of the citizens with the concerned programs and the
overall success rate of the digital initiatives executed by the government. Remofe access to
government services plays a significant role in enhancing the customer experience i public sector
services. Evervone should be able to access these services regardless of location or disability status.
Research conducted by Viswanath Venkatesh (2003) indicates that if ordinary citizens feel they can
successfully interact with digital initiatives, their effectiveness i1s perceived to mise. Studies have
shown that perceived e-service components, including core, facilitating, and supporting services,
positively influence perceived usefulness and trust in e-government, ultimately affecting citizen
satisfaction (Telly et al., 2023),

Research Question: What is the overall influence of the various perceived impacts on the
accessibility of government services on citizen satisfaction?

Trust, Security, and Feedback in Government Digitalization

Trust, security, and feedback are crucial in enhancing government digitalization for citizen
satisfaction. Studies (Xiaoyan, 2023) emphasize the significance of trust in e-government services,
showing that trust in e-government positively influences perceived usefulness and citizen
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satisfaction. Additionally, the quality of e-services, including information quality, data security, and
data privacy, significantly impacts e-service quality, leading to increased user trust and satisfaction
(Yayan, 2023).

Trust and security are fundamental for the adoption and success of digital government services.
Citizens' trust in the government and the perceived security of digital platforms are crucial for
encouraging the use of these services. Trust in the agency providing the service is essential for
widespread e-government adoption, as citizens must believe i the integrity and technical
capabilities of government agencies. The study "Trust and Risk in E-Government Adoption" by
Belanger (2008) highlights a model guided by Ajzen and Fishbein's Theory of Reasoned Action
(TRA). It explores how trust and risk perceptions influence citizens' intentions fo use e-government
services. The findings support the positive influence of trost in the Internet, the government, and the
disposition to trust in use intentions while highlighting the role of perceived risk (France Belanger,
2008).

Research Question: How do trust, security, and feedback contribute o government digitalization jor
cifizen satisfaction?

Digital Awareness and Knowledge in Citizen Satisfaction

Digital awareness and knowledge play crucial roles in citizen satisfaction, especially in the context
of e-government services. Studies have shown that factors such as ease of use, usefulness,
information awareness, and trust in e-government significantly affect citizen satisfaction (Yanying,
2017). Additionally. research on digital financial awareness (DFA) in India highlights the
mmportance of digital accessibility in enhancing satisfaction with financial services, indicating
significant differences n satisfaction levels based on geographical location and age groups.
Perceived e-service, encompassing core, facilitating, and supporting services, positively influences
perceived usefulness and trust i e-government, impacting citizen satisfaction. This study confirms
that perceived usefulness is critical to citizen satisfaction with e-government services. It emphasizes
the significance of perceived e-service as an antecedent in shaping citizen satisfaction, highlighting
the pivotal role of e-service perceptions in enhancing user experience and trust in government
services (Telly P, U., 2023).

Research Question: How do digital awareness and knowledee affect citizen satisfaction?

| Service Quality and

Effectivhass
Efftectivanass ‘L
| Percaived impact | Citizen
Dhgital initiatives I Satiafaction

Trust . Secutity and
Feodback Iimpast of
g ttalization

Digital Awarness
and Knowledgs
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Figure 1 : Conceptual Research Framework

The conceptual framework presented in the above diagram illustrates the vartous factors contributing
to citizen satisfaction in the context of digital government services. It identifics four primary
constructs: Service Quality and Effectiveness, Perceived Impact, Trust, Security and Feedback, and
Digital Awareness and Knowledge. These constructs influence three intermediate factors:
Effectiveness, Digital [nitiatives. and Impact of Digitalization, collectively leading to overall Citizen
Satisfaction,

Service Quality and Effectiveness directly enhance the perceived impact and effectiveness of digital
initiatives. Trust, Security, and Feedback play a crucial role in shaping the impact of digitalization
and citizens' trust in these services. Digital Awareness and knowledge ensure that citizens are well-
informed and can efficiently utilize digital services, further contributing to satisfaction. Ultimately,
the interplay between these constructs and intermediate factors improves citizen satisfaction with
digital government services.

This framework underscores the importance of a holistic approach in evalualing and enhancing
digital services to achieve higher levels of citizen salisfaction,

Research Objectives

=  To identify and assess the types of digitalization service initiatives currently implemented in
the government offices of the Dhankuta District.

* To analyze how service quality and effectiveness impact the efficiency of government
services and their influence on citizen satisfaction.

* To evaluate the overall impact of various perceived factors on the accessibility of
covernment services and how these [actors contribute to citizen satisfaction.

* To investigate how trust, security, and feedback mechanisms influence the adoption and
effectiveness of government digitalization efforis to enhance citizen satisfaction.

*= To examine the role of digital awareness and knowledge in influencing citizen satisfaction
with government services.

Methodology

This study used a mixed-methods design to assess the impact of digitalization initiatives on citizen
satisfaction in Dhankuta District, Nepal. Dhankuta was chosen as the focal point of this study due o
its role as a regional administrative hub, making 1t a prime location for digital transformation efforts.
By examining Dhankuta's imiiatives, we aim (o extract valuable insights into nationwide
digitalization strategies.

This study integrates quantitative surveys and qualitative interviews to analyze the variables
influencing satisfaction with digital government services. The offices chosen were based on the high
volume of daily service users, ensuring that the sample represented the district's most frequented
public service points. A fotal of 168 service recipients were surveyed. with 85% of the
questionnaires collected through field visits and the remainder wvia Google Forms, ensuring

140



Prashasan, Vol. 56, Issue [, No. 139, p.135-152

inclusivity. Non-probability sampling was employed, and the guestionnaires were translated into
Nepali to ensure participants could understand them.

Additionally, qualitative data were gathered through interviews with officers and staff to explore the
digital initiatives mandated by the Central Government. Data collection involved structured
questionnaires using a S-point Likert scale and interviews during field visits. Quantitative data were
analyzed using SPSS and Excel, employing descriptive and inferential statistics, while qualitative
data were analyzed thematically.

Results and Discussion
Key Developments and Initiatives

The following table (Table 1) was generated 1o achieve research objective one, providing an
overview of digitalization initiatives in government offices, total human resources, IT experts, and
per-day service delivery from three sampled government offices in Dhankuta District, Nepal. The
table was constructed based on qualitative questionnaires admimstered to the sampled government
offices. The smippets of the qualitative questionnaires used are as follows:

*  Which digital services are currently available in your office for citizens fo access?

*  What are the current digital initiatives that citizens can avail themselves of from this office?

*  How many IT experts are employed in your office lo support and maintain Lhese digital
services?

Table I: Digitalization efforts undertaken hy government offices in Dhankuta District.

Name of Digitalized work Total T Per-day
sovernment Human  expert service
office resource  staff deliver

Land Map digital print: This allows for easy
access to digital maps of land areas.

District Partial transaction: Some transactions related to
Survey land can be completed digitally.
Office Land feld book print: Digital printing of land
Dhankuta field books for convenient access. 22 15 200
Nepal Online revenue payment: People can pay land Per day
revenue online, eliminating the need for physical
visits.

Token system: Implementing a token system
ensures efficient and organized service delivery.

Using PAMS software: This software helps
manage land-related data and transactions.
Accounting professionals wusing software:
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Digital tools facilitate accounting tasks.
Land identification number: Each land s

Land assigned a digital identification number for easy 25 17 100-200
Revenue reference. per day
Office Landowner certificate digitalized: Digitizing
Dhanlkuta landowner certificates simplifies record-keeping.
Nepal Online revenue pavment: Payments for land-

related transactions can be made online,

Online transaction details of land owner:

Digital records of transaction details for land

OWNELs

Case Management System Software (CMS):
District Software (0 manage court cases elliciently.
Court 31 30 20-30
Dhankuta Court Case (Issue) Online Registration: Online cases
Nepal registration of court cases. per day

Online Registration for Court Appearances:
Digtal registration for court appearances,

Missil: The missile system for court proceedings
is now digitized.

Video Conference for Witnesses: Witnesses can
participate in court proceedings via video
conference,

Online Entry for Reconciliation: Digital entry of
reconciliation records.

Digitalization of All Court-Related Tasks: All
work regarding the court is digitized. 3.5

Sowrce: Field Survey data, May 2023

From an interview with the respective heads of government offices (District Survey Office, District
Land Revenue Office, and District Court Office) in Dhankuta in May 2023, it is evident that
digitization has significantly streamlined government operations and enhanced services for the
general public. For instance, the Land Revenue Office can now accurately record data and ensure
error-free payment of capital gains tax. Tax collection has become more efficient, and data storage
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has been simplified through the use of various application software and cloud storage (P. Pradecp,
2023).

Likewise, the District Survey Office has expanded its range of services to the public.
Simultancously, the District Cowrt can conduct video conferences, eliminating the necessity for
physical presence of witnesses. This transition towards digitalization is underway across multiple
government agencies, facilitating easier access for ordinary citizens to government services and
enhancing their benefits. Overall, the digitization of government offices in Dhankuta District has
boosted efficiency, minimized errors, and enhanced service delivery to the general public.

The following table delineates the level of digitalization within the sampled offices, alongside the
allocation of human resources to IT, The presence of IT experts is crucial for mamtaining and
enhancing service delivery through the digitalization of official tasks, ensuring efficient service
provision to citizens.

Table-2 : Demographic information of the respondent (n=1645)

Demographic variables Categories Percentage of Respondents
Gender Male 82
Female 18
Age Less than 24 9
25-34 23
35-44 3l
44-54 25
54 and above 12
Education Level Junior School or below 7
High school or technical 23
Secondary school 43
Bachelor Degree 17
Postgraduate Degree 10
Attend any digital initiative Yes 5
program No 95
Occupation Employed 21
Self- Employed 26
Foreign-Employed 33
Unemployed 9
Retired 11
Digital Literacy High 13
Moderate 37
Low 41
Not Applicable 9
Location of Residence Urban 14
Suburban 57
Rural 29
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Frequency of Travel Regular 44
Government office Sometimes 38
Rarely 18

Upon analyzing demographic variables, key insights emerge regarding respondent profiles. Notably,
82% are male, indicating a gender disparity. Diverse occupational backgrounds, including retirees,
suggest services should cater to varous citizens. Age disinibution varies, with 25-34-year-olds being
the largest group (33%). Digital literacy is crucial, with 41% reporting low proficiency and 37%
moderate skills, highlighting the need for user-friendly interfaces and literacy programs, A majority
reside in suburban areas (57%). emphasizing equitable access. Lasily, a low participation rate (5%)
in awareness programs indicates a need for improved public awareness of government digitalization

elforts.

Table 3 : Survey Resulis on Digital Government Services

Features Questioners Percentage
YES | NO | Not
Sure
Digital Are you aware of the digitalization initiatives implemented | 25 40 | 35
Awareness by the government office?
and How knowledgeable are you about the digital services | 21 53 | 26
Knowledge offered by the government office?
Have vou used any of the digital services provided by the | 63 17 | 20
government office?
Do vou feel easy to access these digital services? 72 10 |18
Perceived Do you believe that digitalization improved the | 56 14 |30
Tmpact transparency of government processes?
Do you believe that digital transformation has enhanced | 67 13 |20
the efficiency of government service delivery?
Have wyou noticed positive changes in government | 14 27 | 61
employee in the accountability of their official work?
Service Do you find government services through digital platforms | 63 17 | 20
Quality and | more efficicnt than traditional methods?
Effectiveness | Has the digitalization of government services reduced the | 69 10| 21
time it takes to complete transactions or requests?
Digital transformation has reduced bureaucracy and red | 20 13 | 67
tape in government services.
Digital technology has made it easier for citizens to access | 45 19 | 36
covernment information and serviees.
Do you trust that your personal information is secure when | 10 12 |78
Trust, using digital government services”
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Security &
Feedback

How confident are vyou in the security measures | 10 12 | 78
implemented by the government for digital services?
Do you feel that the government actively seeks feedback | 10 75 | 15
and suggestions from citizens regarding its  digital
services?

Have vou ever provided feedback or suggestions for | 83 10 |7
improvement?

Source: Questioners survey, 2023 May.

The table provides insights into respondents' perceptions of government digitalization initiatives,
highlighting correlations among various questions. Data indicates that 25% of respondents are aware
of these imtiatives, while 40% are not, cmphasizing the need for targeted awareness campaigns.
Moreover, 63% have used digital services, indicating a positive correlation between awareness and
usage. While respondents believe digitalization improves transparency (56%) and efficiency (67%),
only 14% notice changes in employee accountability, suggesting a gap between perception and
observable outcomes. Additionally, while 69% feel digitalization reduces transaction time. only 20%
believe it reduces bureaucracy, indicating recognized efficiency gains but persistent concerns. A
minimal percentage trusts personal information security (10%), highhghting a trust deficit, Despite
83% providing feedback, only 10% feel the government actively seeks it, suggesting room for more
proactive engagement sirategies.

Table 4 : Perceived Effectiveness of Digital Land Services

Items Questionnaire Response Frequency Percentage Mean
PED! The avalability of digital Strongly Disagree 16 0.3
land maps has easily Disagree il 18.5
improved my access to Neutral 64 38.1 2.989
received land-related Agree 49 29.2
information. Strongly Agree & 4.8
PED2 Online revenue payment Strongly Disagree 11 6.5
options have made it easier Disagree 28 16.7
for me to pay land-related Neutral 34 20.2 2.512
fees. Agree 58 34.5
Strongly Agree 37 22
PED3 Digitalization of land owner Strongly Disagree Nill 0
certificates has simplified the Disagree 16 9.5
management of land-related Neutral 75 44.6 2.351
documents Agree 29 17.3
Strongly Agree 48 28.6
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PED4 The use of PAMS software Strongly Disagree 16 9.5
by the Land Revenue Office Disagree 31 18.5
has streamlined land-related Neutral 64 38.1 2.988
transactions, Agree 49 292
Strongly Agree 8 4.8

The survey findings unveil varied satisfaction levels among citizens in Dhankuta District regarding
government digitalization initiatives. Notably, online revenue pavment options garnered substantial
approval, with 56.5% finding it more accessible to pay land-related fees. sugpesting successful
implementation. Conversely, for digital landowner certificates, 44.6% remained neutral, hinting af a
lack of awareness about its benefits, emphasizing the need for better communication. Moreover,
responses regarding digital land maps and PAMS software indicate discontent, implying unmet
expectations or usability issues. These findings underscore the need for design and implementation
improvements of digital initiatives to enhance citizen satisfaction and effectiveness.

Table 5 : Perceived fmpact of Digital Initigtives

Ttems Questioners Response Frequency Percentage Mean
PDI1  The implementation of the Strongly Disagree 35 3
ioken system has improved Disagree 29 17.3
service elficiency in the Neutral 30 17.9 2315
government office of Agree 54 32.1
Dhankuta District Strongly Agree 50 29.8
PDI2  The avallability of digital Strongly Disagree 13 1.7
courl case registration and Disagree 14 83 2.553
video conferencing at the Neutral 68 40.5
District Court has made legal Agree 3l 18.5
proceedings more convenient.  Strongly Agree 42 25.0
PDI3 Digitalization  of  courl Strongly Disagree 16 9.5
proceedings  through the Disagree 29 17.3 2.872
Missil system at the District Neutral 56 333
Court has improved the Agree 52 31.0
accuracy of legal records. Strongly Agree 15 8.9

The survey data reveals that a considerable majority (around 62%) perceived improved service
efficiency in government offices due to the token system implementation, indicating a positive
impact. However, around 20.3% expressed disagreement, signaling some dissatisfaction. Simlarly,
while approximately 43.5% found digital court case registration convenient, 48.8% remained neutral
or dissansfied. The Missile system gamered relatively positive feedback, with 39.9% agreeing on
improved accuracy, yet 26.8% disagreed. These results suggest varying satisfaction levels across
digital mitiatives, with room for improvement.
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Table 6 : Perceived Impact of Digitalization on Government Services

Items  Questioners Response Frequency Percentage Mean
PIDI Overall, the digitization of Strongly Disagree 8 48
sovernment offices in
Dhankuta  District ~ has Disagree 29 173 2.429
positively  impacted  the .
efficiency and quality of Neutral 36 21.4
government services,
Agree 49 29.2
Strongly Agree 46 274
PID2  Digitalization initiatives have Strongly Disagree 13 77
improved the accuracy of
government records and Disagree 13 7.7 2.536
transactions.
Neutral 67 399
Agree 33 19.6
Strongly Agree 42 25.0
PID3 Digital tools and sofiware Strongly Disagree 11 6.5
used by government offices
have made it easier for Disagree 27 16.1 2381
citizens to interact with these
bR, Neutral 27 16.1
Agree 33 31.5
Strongly Agree 50 20.8
PID4 The availability of digital Strongly Disagree Nill 0
land identification numbers
has simplified land-related Disagree 17 10.1 2.417
processes for citizens.
Neutral 78 46.4
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Agree

Strongly Agree

The data from Table 6 highlights respondents’ perceptions of the digitization of government services.
A significant percentage agreed (27.4%) or strongly agreed (29.2%) on the positive impact of
digitization, indicating overall satisfaction. Similarly, 44.6% acknowledged improved accuracy in
government records and transactions, yet 47.6% expressed neutrality or dissatisfaction, suggesting
mixed views. Notably. 29.8% sirongly agreed, and 31.5% agreed on the ease of inleraction with
government offices through digital tools, while 22.6% expressed dissatisfaction, Regarding digital
land identification numbers, 43.5% perceived simplified land-related processes. contrasting with
56.5% expressing neutrality or dissatisfaction. The mean scores help interpret the mixed perceptions.
indicating arcas for improvement in enhancing citizen satisfaction with digital government services.

Tahle 7 : Citizen Satisfaction Survey

Items Questionnaire Response Frequency Percentage Mean  SL
CSS1 The digitalization Very dissatisfied 21 125
services of the dissatisfied 38 22.61 3.03 MH
Land Revenue Neutral 43 25.59
Office have made Satishied 49 29.17
me satisfied. Very satisfied 17 10.12
CS52 The availability of Very dissatisfied 16 9.52
a digital system for dissatisfied 36 21.43
official work at the Neuiral 56 33.33 3.05  MH
District Court has Satisfied 41 24.40
made it easy forme Very satisfied 19 11.32
to complete my
work on time.
CSS3  The digitalization Very dissatisfied 11 6.55
process at the dissatisfied 41 24.41
District Survey Neutral 58 34.52 3.08 MH
Office has overall Satisfied 39 23.21
satisfied me. Very satisfied 19 11.31
CSS4  The service quality Very dissatistied 26 15.47
and  effectiveness dissatisfied 59 35.12
of the government Neutral 53 31.54 257 ML
offices have made Satisfied 21 12.5
me happy with the Very satisfied 9 5
work I receive.
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C8S5 1 trust the security Very dissatisfied 26 1547
of data storage and dissatisfied 59 35,12 268 ML
confidentiality of Neutral 43 25.59
government work,  Satisfied 23 13.69
Very satisfied 17 10.12
CSS6 Digital awareness Very dissatisfied 33 19.65
campaigns and  dissatisfied 65 38.69
knowledge  have Neufral 38 22.62 246 ML
made it easier for Satisfied 24 14.28
me to work with Very satisfied 8 4.76
governmenl
offices.

(Where M.H= Medium high satisfaction, M.L

= Medium low satisfaction)

The results of the citizen satisfaction survey in Dhankuta District indicate a miixed level of
satisfaction among respondents regarding various aspects of digital government services. The
graphical presentation clearly depicts the satisfaction level of cilizens.
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Figure 2: Citizen Satisfaction Mean Score

The citizen satisfaction survey conducted in Dhankuta District reveals a nuanced spectrum of
satisfaction levels among respondents regarding various facets of digital government services.
Utilizing the interpretation of mean scores as outlined by Nunnally (1994), the paper has categorized
satisfaction levels into four tiers: low satisfaction (mean value 1-2), medium-low satisfaction (2.01-
3), medium-high satistaction (3.01-4), and high satisfaction (4.01-53). This categorization framework
aids in comprehending the results of subscales and identifying existing gaps.
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The findings of this study. based on the mean scores categorized in the paper. suggest that
digitalization services and accessibility have generally been positively received. as evidenced by
CSS1, CS882, and C883, with mean scores of 3.03, 3.05, and 3.08, respectively, indicating medium-
high satisfaction with the utilization of government office digitalized services. However, CS54,
CS835. and CSS6 underscore areas warranting improvement, particularly in service quality, trust in
data security, and the efficacy of digital awareness campaigns, with mean scores of 2.57, 2.68, and
2.46, respectively, signifving medium-low satisfaction.

Discussion

The mixed satisfaction levels observed in this study underscore the complexity of digital
transformation in government services. The positive feedback for certain services indicates that
digitalization can effectively enhance service delivery, streamline processes, and improve
accessibility, For instance, the implementation of digital systems for land management and revenue
collection has simplified these processes for the citizens, as reflected in their medium-high
satisfaction scores.

Moreover, the effectiveness of digital awareness campaigns has been questioned, with many
respondents indicating medium-low satisfaction. This suggests a need for more comprehensive and
engaging mitiatives to educate citizens about the benefits and usage of digital services. Enhanced
communication strategies could bridge this gap. ensuring citizens are well-informed and confident
using these services,

E-governance has been highlighted as an effective means of governance in Nepal since the first LT.
policy in the year 2000. However, some historical landmarks, such as the establishment of the
National Computer Center (NCC) in 1974, have been highlighted in different scholarly articles
(Joshi, 2020). E-governance has the capability to bring about a major shift in the way public
administration functions (Girn, 2019). Findings concluded by recommending strongly that a
comprehensive regulatory framework and good coordination between regulation implementation
agencies of government and public acceptance make it successful. Thus, digitalization should be
user-friendly with updated policy.

The findmgs of thig study have several implications for policymakers and government agencies:

l. Service quality must be improved by ensuring that digilal platforms are user-friendly,
reliable, and efficient.

2. Strengthening data security protocols and communicating these measures to the public can
lielp build trust.

3. Effective digital awareness campaigns are essential to ensuring that citizens are fully aware
of and comfortable using digital services.

4. Conclusion:

The cifizen satisfaction survey conducted in Dhankuta District presents a multifaceted picture of
public sentiment towards digital government services. The results indicate a generally positive
reception to the accessibility and functionality of digital services, as evidenced by medium-high
satisfaction scores for aspects such as online systems in District Courts and Survey Offices.
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Specifically, services such as land map digital prmting and online revenue payments were well-
received, highlighting successful implementations in these areas. However, there are notable areas of
concern that warrant attention. Medm-low satisfaction scores were tecorded for the effectiveness
of service quality, data security trust, and digital awareness campaigns. These findings suggest that
while digitalization efforts have made significant strides, critical service delivery gaps must be
addressed to enhance overall satisfaction. To ensure timely achievement of the Sustainable
Developmenl Goals (SDGs), governments worldwide mwust hamess the power of Information and
Communication Technologies (ICTs). ICTs hold immmense potential to enhance various aspects of
societal well-being, ncluding healthcare, education, and sociceconomic development. To facilitate
this, it is imperative for governments to prioritize the utilization of broadband networks and services.
By establishing a new set of connectivity fargets, governments can propel progress towards the 17
SDGs, thereby fostering inclusive and sustainable development for all.
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An analysis of the determinants of Foreign Direct

Investment (FDI) inflow in Nepal

Sushil Lamsal*
Abstract

Foreign Direct Investment (FDI) is widely recogmized as a erucial factor in fostering economic
growth and development in both developed and developing countries. Identifying major bottlenecks
to FDI and promptly addressing them is crucial for creating an investment-friendly environment.
This study aims to comprehensively review the key determinants influencing foreign direct
investment (FDI) inflows in Nepal. Political stability emerges as a significant determinant affecting
FDI inflows m Nepal. The study finds that an improvement of one pomnt in the political stability
index results in a 61.1% increase in FDI inflows. Conversely, increases in faxes on goods and
services have a negative impact on FDI inflows. Furthermore, the analysis demonstrates a positive
correlation between FDI inflows and infrastructure development. However, there i1s no substantial
evidence of significant impacts from changes in minimum wages and trade openness on FDI inflows
in Nepal.

Keywords: Foreign Direct Investment, FDI, Determinants of FDI, Nepal, FDI in Nepal.
Background

Foreign Direct Investment (FDI) is widely recognized as a crucial factor in promoting economic
growth and development for both developed and developing countries. FDI serves as a vehicle for
technology transfer, managerial skills enhancement, augmentation of [oreign exchange reserves, and
globalization of the economy. It has a positive impact on knowledge transfer and technical
advancement in host countries by introducing new technologies, skilled workers, and diverse
experiences. Governments in developing nations are increasingly competing for foreign direct
investment due to globalization and liberalization,

Numerous empirical studies on the relationship between FDI and economic development have
concluded that the effects of FDI are multifaceted. From a macroeconomic perspective, FDI is often
viewed as a source of enmhanced productivity, competitiveness, job creation, and technology
spillovers. It also serves as a significant source of funding that can substitute for bank loans, boost
exports, and facilitate access to other markets and currencies. especially for the least developed
nations (Denisia, V. 2010).
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Email: sushillamsal24(@gmail.com

153



Lamsal, Sushil, 2024

The IMF defines Foreign Direct Investment (FDI) as "the category of international investment that
reflects the objective of a resident entity in one economy obtaining a lasting interest in an enterprise
resident in another country” (IMF, 1993, p.86). Examples of FDI include establishing a new
business, acquiring an existing business, or increasing one's capital abroad. Investment decisions are
influenced by a country's growth performance, as well as political and economic risks. Top of Form

Despite being a landlocked nation between the two giant nations of China and India, Nepal possesses
significant potential [or international investment. Nepal has mplemented a variety of legislative,
regulatory, and institutional frameworks aimed at attracting Foreign Direct Investment (FDI).
Although Nepal receives less FDI compared to its neighbors, recent trends indicate a growing
pattern (Nepal Rastra Bank, 2018). Identifying and promptly addressing major FDI bottlenecks
through thorough research, effective implementation, and diplomatic efforts are crucial steps
towards creating an investment-friendly environment,

Objective of the Study

The main objective of this study is to conduct a comprehensive review of key delerminants that
affect foreign direct investment (FDIT) inflows in Nepal. Identifying prominent variables that attract
foreign investors is crucial for policymakers, corporations, and other stakeholders in Nepal. The
research will involve a thorough analysis of several factors that influence FDI inflows in Nepal.

Literature Review

Foreign Divect Investment (FDI) and Its Forms

FDI is defined as when a foreign investor controls ten percent or more of the common shares or
voling power of an incorporated business or the equivalent in an unincorporated business. These
investments can take the form of branches, associates, or subsidiaries (IMF, 1993). Mullins (2020)
also highlights that FDI typically involves investing at least ten percent in ordinary shares.

The forms of FDI have evolved over the past decade. Initially, a majority of FDI was directed
towards fixed assels such as machinery, equipment, and buildings. However, in recent years, there
has been a notable increase in technological startups. driven by the growing popularity of the
Internet, leading to a shift in foreign investment patterns. Many of these startups. unlilke traditional

manufacturers, do not require extensive manufacturing facilitics or large warchouses to store goods
{(Paez & Paez, 2011).

General FDI Theory and Main Determinanis for FDI Inflow

Up until the 1960s, foreign direct investment (FDI) was primarily perceived as the transfer of capital
across borders, justified by investment theories and portfolio concerns. The fundamental rationale
for foreign investment was that it occurred due to differing rates of return across countries (Dirk et
al., 2015). Salette & Tinbergen (1965) introduced a gravity model for trade, directly inspired by
Newton's Law of Gravitation, where economic size and distance between irading partners were
significant control variables.
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The internalization theory, proposed by Buckley and Casson (1976), asserts that firm-specific
advantages are crucial determinants of FDI flows. Hymer (1976) argued that FDI is not merely a
financial decision based on capital markets but rather a strategic choice at the firm level. Professor
Dunning formulated the eclectic theory (O-L-1 framework), which integrates ownership (0), location
(L), and internalization (I) advantages to explain FDI flows. This theory posits that FDI flows are
driven by advantages such as monopolistic control, technological superiority, and economies of scale
(Dunning, 1988).

Anderson & Van Wincoop (2003) refined the gravity model by proposing a theoretical framework
that combmes global supply (production) and demand considerations, incorporating anticipated
shipping costs. Ther model also accounts for multilateral {(inward and outward) resistance,
acknowledging that demand and supply are influenced by the entire spectrum of market participants
rather than just bilateral interactions., Since then, advancements in the model have included log-
linear estimators for panel data (Baldwin & Taglioni, 2006; Martinez-Zarzoso, 2013), the
incorporation of country and dyadic fixed effects (Anderson, 2011; Head & Mayer, 2014), and the
adaptation of Poisson Pseudo Maximum Likelihood (PPML) techniques.

Some policy factors mentioned as determinants of FDI include political and investment stability, as
well as financial incentives like corporation tax. Although the latter typically have a significant
impact on FDI, the magnitude is often modest. The author suggests that researchers use these factors
more as controls rather than as the primary policy variables (Bater, 2020).

The gravity theory of trade predicts a positive relationship, as larger economies with subsiantial
populations are capable of satisfying a greater share of global demand (Nielsen et al., 2017).
Theoretical models, particularly the classical OLI approach. emphasize that a combination of
ownership advantages, market size and characteristics, factor costs, transport costs, protectionism,
and other factors including infrastructure, property rights, and industrial relations, influence FDI
inflows (Faeth, 2009, p. 174).

The factors influencing FDI flows to 15 Latin American emerging economies from 1991 to 1998
were examined by Nunes et al. (2006). FDI inflows were analyzed as the dependent variable, while
openness, market size, infrastructure, macroeconomic stability, wages, human capital, and natural
resources served as independent factors. The data revealed a positive relationship between the
cconomy's openness, infrastructure, and market size, and a negative relationship between FDI and
inflation, wages, or labor costs.

In the context of factors influencing FDI in Nepal, several studies have been conducted. Shrestha
(2022} concluded that Nepal lags behind in diplomatic capabilities, technology transfer, market
access, investment promotion, identification of promising investment regions, capacity development
of the current workforce, and assistance for foreign investors in making investment decisions. The
study utilized regression analysis on a 10-year dataset for trend analysis.

Sahoo (2012) asserts that infrastructure availability and the motivation for economic development
are primary determinants of FDI inflows in the South Asian context. Other influencing factors
include labor relations, trade openness, reforms, and macroeconomic stability, In the Asia-Pacific
region. which includes Nepal, GDP, trade openness, and political stability positively affected foreign
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direct investment inflows, while the inflation rate had a negative effect. Among these factors,
political stability had the most significant impact over the long term (Rashid et al., 2017). There is
evidence of a positive correlation between FDI and political stability in the Nepalese context,

particularly since 2013 following the implementation of the new Constitution, which coincided with
increased FDI inflows (Pant et al., 2018).

Conceptual framework

Benchmarking the aforementioned theoretical and empirical reviews, FDI and its proxies can be
modeled. A synthesis of the literature has led to the formulation of a rescarch model that
encompasses key determinants of FDL The significance of FDI is crucial for both developed and
developing countries. Identified through the literature review, potential determinants of FDI include
market size, labor costs and productivity, political risk, infrastructure, economic growth, and
taxation (Rudra, 2006), Therefore, FDI and its determinants can be modeled as follows:

Market size

Openness
Foreign Direct

! Political risk

Infrastructure

Taxes

Figure 1. Foreign divect investment and its determinants.
Source: (Rudra, 2006).
Data and Methodology

This study aims to identify factors influencing foreign direct investment (FDI) inflows in Nepal
using an empirical research design. The analysis focuses on developing an econometric model based
on a comprehensive literature review 1o analyze the determinants of FDI inflows.

Imitially, the trend of foreign direct investment inflows will be analyzed using data sourced from the

Department of Industry (DOI). Following this trend analysis, empirical analysis will be conducted.
Predictors from both groups will be incorporated into the model. The model secks to encompass the
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key factors affectimg FDI in Nepal, drawing from various hterature sources to establish the
theoretical framework, expressed as follows:

(1) Foreign Direct Investment = Market Size + Growth + Taxation + inflation +
Openness + Labour Costs + Political stability + Infrastrucure +
Corruption control + Others control variables

Proxy variables for each determinant have been wtilized for the analysis. These variables are
presented helow,

Tabie I Determinanis of FDI and proxy variables

Determinants Proxy variables for analysis

Market Size, and Growth Log of GDP, Population growth

Taxation Taxes on international trade, Taxes on goods
and services

Inflation Inflation of Nepal

Labor Cost Minimum wages of Nepal

Political Stability and Corruption control Political Stability index, Corruption control
index, Number of corruption control
institutions.

‘Openness Openness index (total trade to GDP)

Infrastructure Road access mm KM, Electricity consumption

Other control variables Source Country’s GDP, Infllation of source
country

Data and Sources of Data

Secondary data were collected for the analysis. The first dataset consists of country-wise FDI inflow
data obtained from the Ministry of Industry, the nodal government depariment directly responsible
for FDI inflow. This dataset covers annual flows from 93 countries spanning the period from 1990 1o
2022, comprising 868 observations. FDI flows from these source countries exhibit sigmficant
irregularity,

In addition to FDLinflow data, this study utilizes various indicalors sourced from the World Bank's
databank, including GDP, population growth, school enrollment rates, source country GDP, inflation
rates, remutlances per capita, average taxation rates, and trade openness indicators. The World
Governance Indicators are employed for indices such as the rule of law. control of corruption, and
political risk assessments.

Minimum wage data were sourced from Rudra (2006) and various government announcements in
Nepal. Similarly, data on road access (in kilometers) and electricily consumption were gathered from
reports published by the Ministry of Finance (MOF).
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Econometric Models

OLS Model

The Ordinary Least Squares (OLS) regression model for the logarithm of FDI inflows and its
determinants can be formulated as follows:

(2) In(fdi); = Bo + Biin{gdp)+pBsIn(gdpsource);; + 5 (inflation) ; +
+B,In(inflationsource), + Ppopgrowth + f.openness, + B, polstability, +
facocindex; + Pacocnoofsource, + fygminwage+fy, ( roadaccess); +
Byzelectricity consumption, + fistot ; + fiatogs, + &;

In equation (2), iii and ttt represent the source country for FDI and the time period. respectively. The
natural logarithm of FDI (outcome variable) is denoted as InF{FDI)(. \In{\text{FDI})_{{.){n(FDI)(.).
The control wariables In{GDPsource)\In{\text{GDP} {\text{source}})In|GDPsource) and
In"{GDP)\In({\text{GDP})In(GDP) represent the logarithm of GDP of the source country and Nepal
for the given year, respectively. Inflation and Inflation source_{\text{source}}source denote the
inflation rate of Nepal and the source country, respectively, for the specified period. Pop growth and
Openness represent the population growth rate and openness of Nepal, respectively. The variables
Palatability, Cocindex, Cocnoofsource, and Min wage denote the political stability index, corruption
control index, number of corruption control agencies, and minimum wages in Nepal for the specified
period, Similarly, Tot and Togs represent taxes on intemnational trade and taxes on goods and
services, respectively.

Fixed Effect Model with time trend

The fixed effects method is employed to estimate the relationship between the dependent variable
and prediclors while controlling for time-invariant variables. Each source country for FDI is
assigned a unique intercept in the equation to account for invariant factors. Additionally, a time trend
is included in the model, The equation can be formulated as follows:

In(fdi), = By + &,C; +ytrend + B,In(gdp),+f;In(gdpsource)y, +
B (inflation) ; + +Bun(inflationsource); + Bepopgrowth + S openness ;. +
fspolstability, + fzcocindex;, + fscocnoofsource, + fyyminwage+fy,( roadaccess), +
fi;electricity consumption, + fistol, + fiatogse + &

where, Ci represents the dumimies for country i. a; is the fixed effect capturing all behavioral
differences between countries,

Data Presentation and analysis

Foreign direct investment trends in Nepal

Nepal has received commitments of FDI from 93 countries and territories since 1990 (2046/47 B.S.).
The total FDI commitment stands at Rs. 417,969.9 million as of 2022 (FY2078/79), averaging Rs.
13,061.56 million per annum. Over the past 10 years, the average annual FDI inflow has increased to
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nearly Rs. 34,334.95 million. The growth in I'DI inflows has been characterized by high variability
and tluctuations, as illustrated below. However, the overall trend in FDI inflows from 1990 to 2022
has been positive.

Figure 2 Total FDI inflow in million
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China is Nepal's largest FDI pariner, having invested Rs, 186.1532.1 mullion over the past 32 years.
China's I'DI commutment constitutes approximately 44 percent of the total FDI inflows into Nepal
during this period. Similarly, India has committed nearly Rs. 100.890.6 million, making it the
second-largest source of FDI for Nepal. Following them are Hong Kong, the United States, the
Republic of Korea, the British Virgin Islands, among others. The top fifteen countries in terms of
FDI partnerships with Nepal are listed below.

lahle 2 top FDI parmer couniries for Nepal

Countries Total FDI inflow (in Millions of Rs.) No. of Employment
1. C]:Lina 1861521 04643
2. INDIA . 100890.6 69844
Hong Kong SAR,
3. '_Ch'rnﬂ 2?«#&_?.67 3277
4, United States 15516.67 18797
5. Km‘ea Rep N 12799.98 11767
6. ' 1106428 2326
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7. SINGAPORE 484 20 4112
2 United Kingdom 7994.33 10132
9. SPAIN 6970.25 718

10. EMIRATES 3810.57 1931
1. CANADA 3620.18 2683
12. MAURITIUS 3434.7 1055
JAPAN 3396.72 o778
14. SWITZERLAND 2962.03 1600
15. Netherlands 2100.7 4473

Results and Discussion

Based on the empirical strategy, the results are presented in Table 3. The dependent variable, the
logarithm of FDI inflows, has been regressed against various independent variables as shown in the
table. Column (1) displays the results of the OLS regression between the logarithm of FDI and its
determinants without controlling for the time trend. Column (2) includes the results with the time
rend controlled. Additionally, Celumn (3) introduces a country-fixed effects model to control for
time-invariant factors that influence FDI flows but do not change over time. Column (4) further

includes the time trend, alongside the country-fixed effects model,

Table 3. results: determinants of FDI inflow

Outcome Variable: Log of FDI inflow (1) (2) (3) (4)

m Nepal

Log of GDP of Nepal 0.237 2.294 0.0711 1.075
{0.496) (1.596) {0.420) (1.302)

Log of GDP of Source Country (0.963%** 0.966%** L3 1. 174%*
0.0921)  (0.0921)  (0.510) (0.512)

Inflation of Nepal -0.0167 -0.0317 -0,00969 (L0170
(0.0160) (0.0197) (0.0127) (0.0159)

Inflation of Source Country (.000580* 0.000403  0.00184%%% (001 76***

(0.000338)  (0.000379)  (0.000396)  (0.000426)

Population Growth of Nepal 0.0160 0. 146 00118 0.0670

(0.285) (0314) (0234 (0.266)
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Openness of Nepal 0.00734 0.00861 0.0212 0.0218
(0.0163) (0.0163) (0.0143) (0.0144)
Political Stability Index 0.636* 0.578* 0.64]%* 0.611%*
(0.325) (0.328) {0.260) (0.261)
Control of Corruption Index -0.996 -0.959 -0.930 -0.908
(0.704) (0.700) (0.573) (0.569)
Corruption Control: No. of Sources -0.0437 0.0580 -0.0134 0.0355
(0.0988) (0.122) (0.0797) (0.0989)
Minimum Wages of Nepal -0.000101 -8.66e-05  -590e-05  -5.19e-05
(0.000102)  (0.000103)  (8.12e-05)  (8.11e-05)
Road Access in KM 6.91e-05 7.95e-05  9.44e-05**  9.9le-05%*
(5.23e-05)  (528e-05) (4.75¢-05) (4.8le-05)
Total Electricity Consumption 0.000329*%=  0.000414%*  0.000138 (0.000180
(0.000158)  (0.000173) (0.000114)  (0.000126)
Tax on International Trade -0.0486 -(.0710 -0.0853 -0.0956
(0.0693) (0.0720) (0.0629) (0.0652)
Tax on Goods and services -0.120 -0.124* -0.149%% -0.151%#
(0.0732) (0.0732) (0.0613) (0.0615)
Observations 830 830 830 830
R-squared 0.254 0.256 0.586 0.587
Fixed Effect No No Yes Yes
Time Trend No Yes No Yes

Robus! standard errors in parentheses
#EE p<0.01, ¥* p<0.05, * p<0.1

Table 3 illustrates that political stability is a significant determinant of FDI inflows i Nepal. In
column (1), the coefficient of the stability index is 0.636, highly significant at the 5% level. This
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suggests that a ]-point increase in the political stability index leads to a 63.6% increase in FDI
inflows, This result is derived from an OLS regression between the logarithm of FDI and its
determinants without controlling for the fime trend. Controlling for the time trend in columns (II)
and (IV) still shows a significant impact similar to the result without controlling for the trend.

Colurons (III) and (IV) introduce a Fixed Effects (FE) model, revealing that political stability
remains a prominent factor affecting FDI inflows. Specifically, a 1-point increase in Nepal's political
stability index leads to a 61.1% increase in FDI inflows, with the coefficient being significant at the
5% level.

Another influential factor affecting DI mflows is taxation on goods and services. A 1% increase in
this tax rate is associated with a 15.1% decline in FDI, as indicated by the coefficient significant at
the 5% level. This suggests that FDI inflows in Nepal are highly sensitive to changes in the tax rate.

Access to roads also plays a significant role in enhancing FDI inflows, although the coefficient of
road access in kilometers relative to FDI inflows is relatively small.

Factors originating from the pariner country also influence FDI inflows m Nepal, The table further
reveals that GDP growth in the source country positively impacts FDI mflows in Nepal, with a 1%
increase m GDD leading to a 1.74% increase m FDI inflows. Similarly, the inflation rate of the
source country positively affects FDI inflows in Nepal, whereas there is no evidence of a significant
impact of inflation within Nepal on FDI inflows.

Furthermere, there is no significant evidence showing the impact of changes in minimum wages and
openness on FDI inflows in Nepal.

Conclusion and Recommendation

Identifving the determinants of FDI in Nepal is a broad and complex task. This study aims to
identify the variables atfecting Nepal's foreign direct investment (FDI). A fixed effects model is used
to estimate the relationship between the dependent variable and predictors while controlling for
time-invariant variables. The analysis demonstrates that political stability and infrastructure quality
positively influence FDI inflows. Specifically, FDI1 inflows inerease by 61.1% if Nepal increases its
political stability index by [ point, with the coefficient significant at the 5% level. On the contrary,
the negative relationship highlighted by higher taxes on products and services underscores the need
to reconsider the application of heavy taxing regimes. A 1% increase in taxes on goods and services
in Nepal i1s associated with a 15.1% decling in FDI inflows, indicating that FDI inflows are highly
sensitive to tax rates. Furthermore, there is no evidence suggesting a significant association between
wage levels and FDL

Given that political stability forms the bedrock of a country, it is crucial [or leaders to find common
ground. Thevefore, formulating and implementing rehable, efficient, and stable FDI policies through
political consensus 1s paramount. Fiscal policies should be carefully crafied to attract investments,
particularly in infrastructure sectors such as roads, electricity, and telecommunications. Additionally,
reviewing existing policies on indirect taxes like import duty, excise duty. and value-added tax rates
is recommended. In conclusion. promoting political stability, enhancing infrastructure development,
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and reviewing tax policies are essential steps to improve the investment climate and attract more I'DI
to Nepal.
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Appendix 1

Summary statistics of Variables
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Appendices

(1) (2) (3) (4) (3)
VARIABLES N mean sd min max
Log of FDI inflow in Nepal 68  3.527 1.975 0 10.75
Log of GDP of Nepal 863  27.70 1.033 25.36 29.23
Population Growth of Nepal 863 1:139 0.732 0.186 2,799
Inflation 863 X414 5.163 3.070 26.40
Openness 863 46013 5.893 32.19 64.04
Tax on International Trade 863 18.07 4.469 14.46 25.95
Tax on Goods and Services 863 9994 3.437 6.37 16.91
Road Access in KM 863 21,103 8,898 7260 33871
Minimum Wages 863 6,256 4,250 931 15,000
No of Corruption controlling agencies 863  9.598 3.585 1 13
Corruption control index 863 -0.636 0.199 -0.953 0
Inflation of source country 837  5.992 43.23 -2.079 891.2
Log GDP of Source Country 848 11.71 0.763 8.381 13.4]
Total Electricity Consumption 863 2369 1,602 713 1.268
Political Stability Index 863 -1.006 0.650 -2.149  -0.0711
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Appendix 2
Correlation of different variables with Log of FDI inflow in Nepal
Correlation
VARIABLES
Log of GDP of Nepal 0.2906
Log of GDP of Source Country 0.39
Inflation of Nepal (.09
Inflation of Source Country -0.022
Population Growth of Nepal -0.04
Openness of Nepal -012
Political Stability Index 0.17
Control of Corruption Index 0.23
Corruption Control: No. of Sources 0.12
Minimum Wages of Nepal 0.33
Road Access in KM 0.18
Total Electricity Consumption 0.34
Tax on International Trade -0.23
Tax on Goods and services 0.13
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