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TATTHT Ui eah AT T [T AateeenT qve=e

Dependent YWariakle: D{LGEDP)
hMethod: Least Squares
Date: OBF27r23 Time: 12:47
Sample {adjusted): 1994 2021
Included obh=servations: 28 atter adjustments
wWariahle Zoefficient Std. Errar t- Statistic Frohb.
[ 0.0r7sE84 00150545 5027293 o.00oo

D{LREMIT) -0.062681 00465854 -1.337787 01926
R-=squared O.054401 Mean dependent var O.0E9E02
Adjusted R-squared 0.028416 S.0. dependent var o0.o07y70a4
S E. afregressian O.07ya942 Alaike info criterion -2.243947
Sum squared resid 0149947 Schwarz criterion -2.159373849
Log likelihood 33.48525 Hannan-cidinmn criter. -2 2198456
F-statistic 1.¥89673 Durbhin-Ywat=son stat 1. 624964
FrobiF-statistic) 0192551

Note : Time Series Data from The World Bank. Dependent variable is per capita GDP in current
price in US$ (DLGDP) and independent vaiable is remittance as a share of GDP in current price
in US$(DLREMIT). The data are cleaned with log transformation in first difference . There are no
issues of unit root, heteroscadasticity and serial correlation. Normality of data was checked with
Jarque-Bera test in EViews.
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foreqR TS BfeT s i fBRer We dEedmn e gae weEr g (@ R095) |
ATl TEEE eAN WS U WHRT @Y, TG a9l 9T IOl T SHeEe]
o, FEaR T AwHl SeAET BT U WG AT, WHeww, e e,
TARETA T IERAT SN OACHE AHEE ol e Wbl G| IRt
AR BT JLLHT @IS Jqeal el S qed, T A AL, FFlh! ol ITcaHT
W GEHeS HEAAT AR T HA TG G HeleT-AaaE qef T
A, TT I T RFUST TIAHT STecll Sedrshl ol A=dReE qar gl 9desh
TR S T Wb FgA TRGHT § (FUEH FET TEFR , 2050) | TqA Tolt
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Interrelation and Distinction between Legislative
Drafting and Policy

Arjun Kumar Khadka”
Abstract

Drafting is part of the legislative process, which in turn is part of the policy process. It is even
sometime compared or linked to a child's game of Snakes and ladders. Snakes and ladders are game
of chance where legislative drafting is game of skill. Moreover, legislative drafting requires
abundance of knowledge of the language, grammar, and the technical requirements of the form
of legislation and perform the task in a non-partisan manner and keeping totally away from
political controversies. On the other hand, a policy relates to government goal for achieve the
methods and principles. But, policy document is not a law. Thus, policy sets out the goals and
planned activities of a concern ministry and department, while laws set a standard procedures and
principles that must be followed. If a law is disregard, the violator will punish as prescribed by the
laws. Therefore, law is binding and mandatory compared to policy, which means that legislative
process is more valuable in practice.

Keywords: Legislative, Legislative Drafting, Law Making Process, Policy

1. Introduction

Legislative Drafting is the process of constructing a text of legislation. The classification of a form
of text of binding value as legislation is outside the scope of legislative studies. It must be
distinguished from legal drafting, which involves the construction of a text used in the judicial
process. It is a narrower concept to the civil law equivalent of law making. It is a constitutional issue
and a part of the legislative process which in turn is the policy process (Stefanou & Xanthaki, 2008).

Drafting is part of the legislative process, which in turn is part of the policy process. It is even
sometime compared or linked to a child's game of Snakes and ladders. Legislative drafting from
sheer necessity due to well run the governing system of the country, the state activism led every
aspect of human life. The state has to run with those need of the people, it has to carry functions to
maintain peace and order, it has to protect weaker section of the society, it has to undertake trade and
commerce, it has to run different system, security, health, education etc. All the functions of the state
become possible only by making law that is why legislation is necessary in every aspect of human
life to every country. In fact, legislation is the source of law.

* Joint-Secretary (Law), Ministry of Finance
Email: khadka.arjun@gmail.com
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On the other hand, policy is government statements of what it intend to do or not to do. It is a more
specific term, which refers to a long series of actions carried out to solve societal problems.
Moreover, policies can be conceived of as the main output of political system. Likewise, a policy is a
set of principles to guide actions in order to achieve a goal. So, a government policy describes an
objective or course of action planned by the government on a particular subject.

The fact is that government may propose a new law or piece of legislation to give legal underpinning
to some or all of a policy. It shows that legislative drafting and policy is interrelation. Similarly, a
policy is a course or principle of action adopted or proposed by an organization or individual.
Legislation sets out the law and therefore, the procedure or standard that people and organizations
must follow. All new legislation must go through parliament before being passed into law. Thus,
legislative drafting and policy is distinction in term of adoption and its nature.

The term legislation may be used in the wider and narrow sense. It may connote process of
legislation that is the action, which results in the birth of law through Parliament procedure similar to
other common law countries. Nepal has adopted common law practice in drafting, example of
common law countries are United Kingdom, Australia, India, Bangladesh and Pakistan etc., which
allows legislators to enact flexible statutes, instead of making complex legislation with difficult
combination of facts and laws on a particular issue, as gaps can be filled by judges. Moreover,
legislative drafting and law making process is in Nepal, similar to common law countries.

In this article, mostly deals about legislative drafting and policy issues including interrelation and
distinction between policy and legislative drafting. Also, this article addresses the fundamental cause
for legislation and basic tools for policy and drafting..

2. Legislative Drafting

Legislation is the means of carrying out a policy that must have the force of law. Policy is, however,
a government's response to an issue or problem arising within the State it governs. On the other
hand, legislative drafting is a general connotation, which means putting one's own ideas in writing. It
is a matter of an art and requires greater skills and efficiencies. Also, it requires through knowledge
of law, procedure, settled judicial principles, besides proficiency in concern language. Bentham's
who derived the modern theory of legislative drafting in practice (Harvard Law School).

Former President of United State of America, Barack Obama stressed "A good compromise or good
piece of legislation is like a good sentence. Or a good piece of music. Everybody can recognize it" .
Napoleon Bonaparte stated that "A law should be clear, precise, and unambiguous- interpreting it
means allowing distortion. A famous law maker C.W. Cream said legislative drafting "Genius is the
ability to reduce the complicated to the simple".Sequentially, Winston Churchill said "Broadly
speaking the short words are the best, and the old words when short are best of all " (Segal,2011).
All these thought show that legislative drafting is varying task and widely concern with various
affairs. The goal of a legislative drafting mainly two:

e To create legislation that gives legal effect to government policy and
e To communicate the law clearly and effectively.
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Basically, legislation would comprise following two things:

e Acts passed by Parliament, and
e Subsidiary legislation, which are made up of rules, regulations, orders, notifications,
proclamations and declarations which have legislative effective.

Finally, legislative drafting is primarily a technical exercise, which involves converting established
policies and legislative objectives into a legal document.

3. Policy

Policy making is the first step in the legislative drafting, and one of the most important. So, Laws
must be designed from the start to solve or prevent problems, by implementing policies in the form
of norms (concerning what target groups must do, must not do or may do, under carefully defined
circumstances). While policies originate in the government program, they must be refined in the
context of specific laws. This is a complex process, with four stages, identifying the problem,
analyzing and explaining its causes, proposing alternative solutions, and selecting the optimal one(s).
The initiators or proponents of legislation have a crucial role to play in the process, in close
cooperation with legislative drafters, who responsible for converting policy into law.

In fact, policy is a course of action adopted and pursued by government (Henery, 2007). It is a set of
principles to guide actions in order to achieve a goal. A government policy therefore describes an
objective or course of action planned by the government on a particular subject. Policies are usually
developed by a government ministry, for instance ministry of water supply adopted water policy.
Likewise, the processes of making laws and policies are in the different spheres of government.
Opportunities for the public to participate in these processes are also identified. There are the
following four steps for developing policy (Segal, 2011);

Identifying the problem,

Analyzing and explaining the causes of the problem,
Proposing multiple solutions to the problem and
Selecting the best solution(s) to the problem

Practically, making new laws and policies is usually a very slow process involving a number of
stages during which key issues are debated and negotiated before being finalized as official
government policy or before being passed as a law. It can take a few years before a proposed law or
policy is implemented and before its impact is felt on the ground. Equally, government and
parliamentary structures as well as the different branches of government all play very important role
in this regard because policy and law are perceived, analyzed, and understood (Segal, 2011).

Additionally, Parliament constitutes the quintessential institution of democracy, in large part because
it is the institution that most directly represents citizen preference in the political process. Despite
this centrality, scholars of Parliamentary system have traditionally assigned legislatures only
secondary importance in the policy process, arguing that major policy decisions are taken at the
cabinet level rather than in the parliamentary arena (Lever and Shepsle, 1996). To the extent that
scholars have argued for the policy relevance of Parliaments. They have done so primarily in the
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context of opposition influence, arguing that strong committee systems can provide opposition
parties with influence over government- sponsored legislation.

The elaboration of a policy proposal during the drafting process may produce a legislative scheme
that those circumstances, further, second- level policy verifications may be appropriate after a draft
is completed. Those verifications may also be needed for the purposes of completing the justification
that typically accompanies primary legislation. Moreover, a policy relates to government goal for
achieve the methods and principles. But, policy document is not a law.

4. Distinction Features between Legislative Drafting and Policy

Considering all these things drafting and policy have some distinction feature in practices, these
could be mentioned as follows;

S.N.

Policy

Legislation Drafting

1

A policy is a course or principle of
action adopted or proposed by an
organization or individual.

Legislation sets out the law and therefore, the
procedure or standard that people and
organizations must follow.

Policies may also be adopted as a way
of fulfilling legislative commitments.

Law after adopting legislation as laws can be
used to enforce of action as set out within a

policy.

Policies tend to evolve and adapt over
time under review processes.

New laws may be developed to enforce part of
all of a policy.

Policy may be shorter such as policy
of COVID-19 in the context of Nepal.

Laws tend to be fixed for much longer periods
of time.

Policy can review or amended within
a short period.

Laws can be amended but this happens on a
much less frequent basis.

A policy outlines what a government
ministry hopes to achieve and the
methods and principles it will use to
achieve them. It states the goals of the
ministry.

A policy document is not a law but it will often
identify new laws needed to achieve its goals.

In the legal term policy is moral
question and not creates a legal
obligation.

Legislation set out standards, procedures and
principles through law and that must be
followed. For example, if a law is not obeying
those responsible for breaking, they could be
prosecuted in court.

Policy sets out the goals and planned
activities of a ministry and
department.

It may be necessary to pass a law to enable
government to put in place the necessary
institutional and to achieve their aims. Laws
must be guided by current government policy.

A policy is a course or principle of
action is proposed by an organization
or individual.

On the contrary, legislation sets out the law and
therefore the procedure or standard that people
and organizations must follow.

10

Policy is a new pioneering in
particular areas.

Laws can be used to enforce the course of

actions as set out within a policy.
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S.N. Policy Legislation Drafting

11 Policies may also be adopted as a way | However, new laws may be developed to
of fulfilling legislative commitments. | enforce part or all of a policy.

12 Policies tend to evolve and adapt over | Laws tend to be fixed for much longer periods
time under review processes. of time. Laws can be amended but this happens
on a much less frequent basis.

Finally, this is better appreciated when one imagines what happens in a lawless society- chaos,
jungle justice, survival of the fittest. The mere facts that, legislation exist, the citizen know and
machineries are established by it, law and order are easily maintained. Crabbe states government
needs legislation, and it needs well drafted, readable and understandable form. Hence, legislative
process is more valuable in compared with policy (Crabbe, 1993).

5. Fundamental Cause for Legislation

Not all policies require legislation (Cheu, 2003). Not all policies must have legislative effect or the
force of law. Law should be used to carry out policy when it is most appropriate. Law- making is an
expensive and time- consuming business, involving several human resources, hours of personnel
from many agencies, ranging from the Cabinet to the concern ministry and department officials.
Then, there is the time taken up in Parliament. There are also the printing and paper costs involved in
publishing and printing legislation. At the final, there is the running cost of enforcement and
ensuring compliance with the legislation.

Policy authorities should therefore carefully analyze all alternatives and be satisfied that no other
ways are available to achieve the policy objectives effectively before they embark upon a legislative
proposal. Points to note as follow(Cheu, 2003);

(i) do not employ legislation solely to give publicity to any particular policy,

(ii) Assess all subsisting laws and administrative processes for their adequacy to implement the
policy. Take a whole of government perspective. Be prepared to consider laws administered
by others,

(iii) Consider how much legislation is actually required. While legislation may be needed to
establish the legal framework for the new policy, not all details of the policy need to be
legislated, and

(iv) Consider non- legislative measure to implement policy where these are appropriate. It is
perfectly acceptable for policy to be implemented through a combination of legislation and
such alternatives.

6. Basic Tools for Policy and Legislative Drafting

There are certain essential instruments and tools in term of policy and legislative drafting process.
These should list as follows;

Policy Drafting Legislative Drafting
Recognized Problem. Depend on Constitution and Rule of Law.
Agenda Setting. Based on government policy.
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Policy Formulation (known as | Judicial decision as a guideline.

Ex-ante).

Decision Making. Obligation of International Convention, if state is party and
Intentional practice.

Policy Implementation. Boundary on economic, social, custom and culture.

Policy Evaluation. Parliament Acceptance (Bill passed).

Ex-Post of policy. Act Implementation and post legislative scrutiny.

Furthermore, policy is the general principle by which a government is guided in its management of
public affairs (Black's Law Dictionary). It is a means through which government usher in charge of
any kind therefore, policy is the starting point for government to adopt a line of action
(Daud,M.,2018). Basically, when governments adopt a policy, it has no effect until it is
implemented and one of the major means through which that is done is through legislation. As
Crabbed noted, government policy motivates legislation. The legislation policy expressed in an Act
is first determined and settled by the government (Daud,M.,2018).

The policy processes, however, are stages a policy must go through to be complete. The stages are
policy initiation, policy formulation, policy implementation, policy evaluation and policy decision
(Stefanou and Xanthaki, 2008). Traditionally, the role of the drafter was restricted to policy
formulation which covers the drafting process and the legislative process but because of the drafter
skills, expertise and analytical mind, the need for a drafter outside the policy formulation stage has
become increasing necessary (Stefanou and Xanthaki, 2008) .

Finally, fundamental legislative principles are an evolving set of principles for a representative
democracy and fundamental rights of individuals established by the the basic law (which is the
constitution) and is subject to the rule of law. Hence, the development of legislative proposals by
government is constrained by various principles that underline a representative democracy with
fundamental rights founded on the rule of law.

7. Legislative and Policy Actors

In modern democracies mostly valuable decisions are taken by politicians compared to the civil
servant. The cause is that politician is elected from people so that they are sovereign and
representative of citizen. On the other hand civil servants are limited authority and they need to
follow rule as given. However, due to citizen mandate, politician has power to break the rule and
formulate new legal frame.

The regular public administration is depended on civil servant, and they have limited authority, the
authority is given by the politician through law. It means that unelected civil servant has not power
to make law. So here comes the difficult question is that legislation task is depended on politicians
or bureaucrats or both? The obvious answer is that it is the job of politicians but as we analyze and
qualify what we mean by legislation the answer becomes more difficult to answer with certainty.
The cause is that only members of parliament has right to table a draft in Parliament. However, it is
clear that such drafts tend to be of low quality. Very few, if any, politicians have had training in
drafting legislation and drafting long and complex Bills is not really a task suited to untrained
politicians. For example, even in the US, where legal aides are used to translating the wishes of
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parliamentarians into specific bills, it is those members of the Congress or the Senate who employ
professional drafters who tend to produce “quality” proposals.

On the other hand, in the common law tradition, producing legislation is a joint task. The
government (ninety percent of all bills originate from government) and the civil service join forces
to produce legislation, each with their own professional tasks with parliament being the ultimate
decision maker. So, the rule of thumb position is that policy belongs to the politicians (certainly
initiation of policy), law to the lawyers and decision making to parliament. In contrast, the civil law
tradition tends to see legislation as a continuous interaction between politicians and bureaucrats
because the roles are not distinct. In many civil law jurisdictions legislation is produced by drafting
committees which include bureaucrats, politicians, academics and even judges. Considering all
jurisdictions the government is the main legislative and policy actor in broad sense (Costain and
Costain).

8. Conclusions

Legislative drafting relates to making a draft of something. Drafting a document would imply
making a rough copy of a document. Drafting requires knowledge of law and required ability to deal
with abstract concepts and presence of mind, while policy is different thing, but policy is the
guideline for the legislative drafting. In practice, legislative drafting and policy both have
interrelation, and also distinctive nature. Basically, two type of legislation such as primary and
secondary, while policy has various types such as regulatory, distributive and redistributive.
Moreover, policy has also some cycles like agenda setting, policy formulation, policy adoption,
implementation and evaluation. In this line, legislative drafting and law making has some similarities
and distinctive. So, concern agencies need to work smoothly for harmonious and better solution for
better legislation drafting and policy process.

In addition, legislative drafting is connotation and putting one's own ideas in writing. It is an art,
greater skills and efficiencies. It requires through knowledge of law, procedure, settled judicial
principles, besides proficiency in language. It is a part of the plain language, a form of
communication and architecture skills. In legislative drafting, the words used must be simple, clear,
accurate, consistent in style and free from ambiguity including efficiency, precision, and language
gender neutrality. In fact, the process of legislative drafting is a lengthy, complicated and time-
consuming one, and needs to follow certain process. One the other hand, policy deals a set of ideas
or a plan of what to do in particular situation that has been agreed to officially by a group of people,
a business organization a government or a political party. So, legislative drafting is seen as "Policy
Translating".

Finally, policy tends to evolve and adapt over time under review processes, while laws tend to be
fixed for much longer periods of time. Laws can be amended but this happens on a much less
frequent basis. Furthermore, government is monitored and scrutinized by parliament, meaning all
new legislation must go through parliament before being passed into law. Parliament also scrutinizes
existing legislation, government policies and their results. It is means that legislative drafting and
policy both are interrelation and distinction in nature. For instance, a draft piece of primary
legislation is called a bill. When a bill is passed by parliament it becomes an act of parliament and
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part of statute law. The process by which a bill becomes an act will be covered in a separate policy
guide. Thus, all these things show that legislative drafting and policy are interrelated and dependant.
It means that drafting could not possible without policy and policy also not possible to implement
without legal frame.
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New Public Management Reform: Implementation
Experiences of Developing Countries and Nepal

Baburam Bhul*
Abstract

This article examines the practical experiences of developing countries and Nepal regarding the new
public management (NPM) reforms. This article employed the descriptive research design based on
the systematic literature review using almost 50 articles for the analysis; the study aims to
understand the extent of NPM adoptions. While many developing countries have partially embraced
NPM principles, full implementation remains a challenge. NPM has portrayed public managers as
business-like owners of a leaner, more privatized government, incorporating corporate methods and
principles. However, the argument suggests that NPM may not be appropriate for developing nations
due to issues like corruption and administrative incompetence. NPM initiatives in the
underdeveloped world have resulted in both successes and failures, influenced by localized
contextual factors rather than national capabilities. The circumstances should guide reformers,
urging open-mindedness towards effective strategies. Since the 1960s, Nepal has pursued public
administration strengthening efforts, adopting NPM-related reform principles after 1990. Despite
good intentions, NPM-based reforms have not brought significant improvements to Nepalese public
administration. The article also focuses on how Nepal's political environment, path-dependency
traits, and bureaucratic behavior have influenced the implementation of NPM-oriented reforms.

Keywords: NPM, public sector, practical challenges, developing countries

1. Background

New Public Management (NPM) is the beginning of public-sector reform in public management
where neoliberal and public choice theory-related concepts served as the inspiration. NPM first
expanded throughout established Anglo-Saxon nations. Fiscal crises in developed countries were the
catalyst for NPM. The outcome was an effort to reduce costs. NPM was one recommended solution.
More external constraints, particularly those connected to structural-adjustment programmes, were
the driving force for NPM in developing countries. Despite ongoing attempts to improve public
services in developing countries through the implementation of NPM reforms in public
organizations, public service performance remains weak and has yet to meet public expectations.
This is due to a substantial gap between the ideal and actual implementation of NPM reforms
(Tioumagneng & Njifen, 2019). All public goods and services delivered to the public by public

* Section Officer, Office of the Auditor General Nepal
Email: sagarbaburam@gmail.com

52



Prashasan, Vol. 55, Issue 1, No. 137, p.52-70

organizations in order to meet their intended expectations and interests can be categorized as public
services (Mahmoud et al., 2020; Turner et al., 2019). As a result, public organizations include
organizations that are owned, controlled, or funded by the government, as well as bodies, agencies,
and institutions that are accountable for providing public services in a given environment (Mahmoud
et al., 2020; Thompson, 2017). Furthermore, NPM reforms are characterized as a set of reforms and
initiatives performed mostly by local agencies and local governments to improve public services and
increase strategic management capacity (Pavan et al., 2014; Rosenberg Hansen & Ferlie, 2016).
Public organizations, therefore, include all entities, agencies, and organizations that are owned,
controlled, or funded by the government and are responsible for delivering public services in a
particular context (Mahmoud et al., 2020; Thompson, 2017). In addition, NPM reforms are described
as a group of initiatives and reforms that are mostly undertaken by local agencies and municipal
administrations in order to improve public services and develop strategic management of these
organizations (Pavan et al., 2014; Rosenberg Hansen & Ferlie, 2016).

In order to improve their capacities, efficacy, and efficiency in delivering higher-quality public
services, public organizations in developing countries are inconsistent in how they implement these
improvements (lkeanyibe, 2016). Although several governments have implemented substantial NPM
reforms in public administrations to regulate and monitor the performance of the public sector, other
governments in developing countries have not yet taken into account and accepted such a vision
(Komutputipong & Keerasuntonpong, 2019). Additionally, due to the governments' lax
accountability, public organizations' inefficiency and corruption scandals are major contributors in
providing subpar public services to residents in developing nations (Shaheen et al., 2017).
Furthermore, the NPM reforms are mostly symbolic in many developing nations; for instance,
budgeting, resource allocation, citizen satisfaction, and planning are all based only on results
(Ikeanyibe, 2016; Ramos & Milanesi, 2020). Researchers also noted that a number of gaps and
challenges hampered the implementation of these reforms, including a lack of openness, inadequate
analytical abilities, bad decision-making, and a weak legal system (Guga, 2018). NPM reforms also
differed significantly from one nation to the next (Leisink & Knies, 2018), with industrialized and
developing nations implementing such reforms at significantly different rates (Aoki, 2019). In this
regard, the gaps and encounters associated with implementing NPM reforms by public organizations
have had a significant impact on public servants' behaviors, working environments, and
performance. This is because HRM practices and policies are used to develop, motivate, and
evaluate performance towards the performance of public organizations (i.e., public services)
(Cantarelli et al., 2020; Fletcher et al., 2020). This conclusion emphasizes the importance of using
workers as a resource to help organizations function at a high level (Delaney & Huselid, 1996).

The benefits and drawbacks of NPM have sparked a lengthy and politically charged debate. The
dominant question revolves around whether NPM reforms are generally desirable or not, despite
increasing research challenging this notion. The evidence on the success of these reforms is
inconclusive, and the transferability of NPM to developing countries remains a topic of debate.
Localized contingency factors play a crucial role in determining the success of specific reform
projects, necessitating diverse and open-minded approaches. This review focuses specifically on the
critical examination of NPM reforms in developing countries, exploring their implementation, gaps,
challenges, and consequences for public administration. By conducting a systematic literature

53



Bhul, Baburam, 2023

review, the article aims to assist scholars and professionals in addressing the weaknesses and
challenges encountered during the employment of NPM reforms in developing countries and
understanding their implications for public administration in Nepal as well.

2. The Foundation of New Public Management

Until the late 1960s, many nations used to adopt traditional public administration. Traditional public
administration faced criticism in the late 1960s and 1970s, leading to the emergence of a new
management structure with a market focus known as NPM. The critics of traditional administration
highlighted issues such as resource overuse, government involvement in excessive activities,
bureaucracy, inflation, blurred policy-administration distinction, irrational decision-making, and
public dissatisfaction. These criticisms fueled the rapid development of NPM, which aimed to
address these shortcomings. International economic organizations, including the World Bank, IMF,
and OECD, embraced and promoted NPM in developing nations, making it a prerequisite for
financial support. The introduction of NPM was driven by the increasing global demand for “"good
governance" and the evolving role of the state. NPM emphasized service delivery, efficiency, and
accountability, focusing on results rather than processes. It advocated for private sector and NGO
participation in service provision, contrasting with the traditional approach that burdened the
government with numerous activities without external involvement. NPM encompassed qualities
like de-bureaucratization, public-private partnerships, outsourcing, and the use of information
technology. It aimed to dispel criticism against conventional public administration by improving
governance and meeting the needs of the public (Sharma, 2007; Sarker, 2006; McCourt and
Minogue, 2001). NPM emerged as a focused set of management methods and strategies in the 1980s,
driven by Western nations' desire to enhance public sector competitiveness, responsiveness, and
financial efficiency. This shift was primarily motivated by financial concerns. Initially known as the
science of public administration, the field was shaped by reformers in the 1920s who emphasized
concepts such as specialization, division of labor, hierarchy, accountability, and the separation of
politics and administration. Scholars later labeled this movement as NPM, encompassing the
principles of value for money, flexibility of choice, and openness (Minogue et al., 1998).

Following the Second World War, many developing countries faced challenges as they gained
independence, including weak economies and poverty (Haynes, 2008). With limited private sector
involvement due to concerns about inequality, these governments took on various responsibilities
beyond nation-building, including sectors like agriculture, industry, commerce, and banking
(Sharma, 2007). The shift from traditional public administration to new public management involves
redesigning public sector organizations to resemble the private sector more closely, granting greater
discretion to public managers over staff, contracts, and finances. Governments are now emphasizing
transparent budgeting based on outcomes rather than inputs and using quantitative performance
indicators. Public sector organizations are viewed as networks of contracts and principal-agent
relationships rather than fiduciaries. The government decentralizes provider roles to smaller
agencies, allowing users more choice and competition, and separates functions into quasi-contractual
or quasi-market forms (Dunleavy and Hood, 1994). This paradigm shift reflects a move towards a
more flexible and market-oriented approach in public sector management.
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Figure 1: From Public Administration to New Public Management (Dunleavy and Hood, 1994)
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In addition, many developing countries are experimenting with other options from the new public
management menu. Apart from privatization and retrenchment, corporatization—the process of
turning civil service departments into separate organizations or businesses, either within the civil
service or outside it all together is the most frequent initiative. In fact, it may be the most frequent,
given the patchy implementation of these other two elements. Considering that the UK and New
Zealand were two of the forerunners of the NPM, this maybe the most well-known aspect of civil
service reform. While an older generation of state-owned firms is being put up for auction,
corporatization appears to be progressing at an ever-increasing rate in developing countries.

3. Literature Review

In the 1980s, a humber of OECD countries experienced the emergence of the NPM, which is a
collection of innovative methods for public management and administration. The previous public
administration had trouble responding to the demands of a market economy that was very
competitive, which led to the development of the NPM model. While reducing costs was a major
factor in the adoption of NPM techniques, the NPM approach's core principles were the introduction
of competitiveness and private sector management ideas. Several non-OECD countries additionally
adopted NPM approaches, frequently as part of public sector reform initiatives supported by foreign
aid organizations, although their effect was unequal (Pollitt and Boukhaert, 2004). Despite assertions
to the contrary, few governments in developing countries experimented with the formation of
executive agencies, citizens' charters, and performance management models (Hood, 1990). The
semi-autonomous tax agencies in Asia and Africa are two prominent examples; some of these

55



Bhul, Baburam, 2023

agencies had outstanding achievements in terms of meeting revenue goals and eliminating corruption
(McCourt, 2005). In the areas of health, education, and water and sanitation, contracting out service
delivery to private and nonprofit providers became fairly common, but implementation was mixed
and results were varying due to issues with regulatory capacity, quality, and access, creating a
complex and disconnected combination of service delivery (Batley and Mcloughlin, 2009). In
practice, NPM reforms in developing countries were extremely selectively implemented, frequently
with organizational structures that embodied the previous public administration (McCourt and
Minogue, 2001; Hope, 2005; Pollitt and Boukhaert, 2004; Sarker, 2006; Cheung, 2011). Some critics
questioned the feasibility of NPM reforms in the context of inadequate resources and political
support, emphasizing the necessity of supportive institutional and political environments as a
prerequisite for success and the importance of prioritizing the development of public sector capacity
for public management reforms (Nunberg, 1992).

The effects of NPM were extensive and provided a long-lasting and consistent reform agenda, but
they also had a mixed record of success and failure (Hood, 2004; Pollitt & Bouckaert, 2004).
Consistent political leadership in policy direction and implementation, as well as buy-in from senior
officials and central departments, were crucial components of successful NPM reforms in OECD
nations (Peters and Savoie, 1998). More generally, NPM reforms were criticized for failing to
prioritize citizen needs as the primary focus for public sector reform efforts and for placing a
disproportionate emphasis on private sector management principles. These flaws included the
weakening of democratic accountability caused by the creation of executive agencies and the
singular emphasis on private sector management principles (Minogue, Polidano, and Hulme, 1998).
In addition, there were issues with the segregation of policy and service delivery across several
agencies and service providers, which reduced the coherence of NPM throughout government
(Denhardt and Denhardt, 2000; Christensen and Laegreid, 2007b). Others criticize the premise that
NPM was a separate paradigm and cast doubt on its conceptual rigor, stating that it really comprised
a collection of many methods with certain characteristics (Osborne, 2006). The effectiveness of
NPM reforms was questioned by these criticisms, and in the first decade of the new millennium, new
strategies started to emerge that aimed to address issues with coherence and collaboration through
"whole-of-government" approaches and that increasingly put citizens at the center of reforms rather
than emphasizing the market as the main driver of reform. This new set of methods gives a fresh and
unique viewpoint that emphasizes the role that people play in the creation of public policies and in
the co-production of public services rather than merely offering an alternative model of public
administration.

According to Lapuente and Van de Walle (2020), the NPM reforms' most notable improvements are
those involving public administration principles. Since NPM is both a concept and an ideology,
experts have underlined that it is challenging to define (Barzelay, 2000; Hood, 1990, 2005).
Nevertheless, the idea of NPM may be defined as any procedure, action, or technique established
and applied in the public sector to increase effectiveness and efficiency in the delivery of public
services (Dunleavy et al., 2006). Scholars generally concur that the mainstream understanding of
NPM entails integrating private sector management with the administration of public services
(Haynes, 2003; Pollitt, 1993).Therefore, NPM may be seen as a collection of traits, changes,
methods, or themes used by public administrations to provide high-quality services to the general
public (Lodge & Gill, 2011). In the developing world, the discrepancies between planned and
implemented changes are the main reasons why public service delivery fails (Tioumagneng &
Njifen, 2019). Thoughts from a number of different entities have been examined in studies on the
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implementation of NPM restructurings in developing nations. Federal public organizations make up
this group (Zahra & Jadoon, 2016), as well as local and central governments (Ahenkan et al., 2018,
Guga, 2018, lkeanyibe, 2016, Mussagulova & Van der Wal, 2019, Nyamori & Gekara, 2016,
Tioumagneng & Njifen, 2019, and Ukeje et al., 2020).

4. Objective of the study
e To critically review the NPM reform in developing countries.
e To findout the gaps and encounters found throughout the process of NPM implementation.

e To analyze the results and consequesces NPM reforms on public administration in
developing countries like Nepal.

5. Methodology

This article is based on the Systematic Literature Review (SLR), which is collected from secondary
data and information. The secondary data has taken by reviewing the related reports, policy
documents, journal articles, books, and other relevant documents published unpublished documents.
This article has analyzed the findings of previous research work most especially in a thematic
approach.

6. Results and Discussion
6.1 The Application of NPM Reforms in Developing Countries

In order to enhance the quality of public services through various reforms, NPM reforms have been
implemented in public organizations (Dunleavy et al., 2006). These reforms focus on adopting key
components to provide advanced public services, such as characterization, which denotes to the post-
bureaucratic competitive government that prioritizes the implementation of more adaptable strategies
to provide better public services. The connection between the citizen and the government establishes
the public service privileges necessary to empower the public and highlights senior officials'
responsibility to the people who use their services. In other words, it guarantees client satisfaction.
Performance outcomes are a primary concern or a guiding concept. The professionalism notion is
shown in the interaction between deliverers and recipients. Delivery of the system incorporates ideas
from the business sector or smaller governmental agencies. One of the most important NPM reforms
used inside public organizations to modernize and supply public services to the highest standard is
performance management (Bianchi & Xavier, 2017). However, these changes are executed inside
public organizations in developing nations without taking into account the intended expectations of
the populace (Ikeanyibe, 2016). Due to their potential effects on organizational stakeholders (citizens
and public servants), these implementations have produced a number of issues and gaps that need to
be addressed (Nyamori & Gekara, 2016).

Public organizations attempt to apply the characterization idea in mark with NPM reforms by getting
rid of the bureaucracy caused by out-of-date public administrative procedures and implementing
other adjustments to make their surroundings competitive (Ugyel, 2014). According to academics,
NPM modifications may foster competition between public organizations as well as inside one
organization by making them more resemble private companies, allowing for decentralization, and
employing competent specialists (Fryer et al., 2009; Roh, 2018). After reviewing the information
relating to the NPM in developing countries, we may now focus on the issue of its suitability. The
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failure rate of NPM reforms could at first appear to be sufficient to convince us that the reforms are
ineffective. But to see the NPM in a vacuum would be a mistake. Our quick investigation of non-
NPM reforms reveals that they haven't fared much better. (Caiden 1991; Kiggundu 1998) Both in
wealthy and developing nations, administrative reform has historically had a high failure rate. Due to
their poor track record of implementation, one could thus make the same argument for any
administrative change if they were to claim that NPM reforms are inappropriate for developing
countries (Mahmoud & Othman, 2021).

As an instance of an emerging country, the Thai government transformed the concept in the
implementation reforms to assure the efficiency of operations based on time, promptness, and the
reduction of resources in the provision of public services. As an added bonus, the management
system practiced results-based administration. The Thai government with the goal of developing,
overseeing, and evaluating services provided by various agencies established the Office of Public
Sector Development. This office has given authority by the government to establish new
organizations in accordance with the needs of various geographic areas in terms of services
(Sutheewasinnon et al., 2016). The Indian government enacted functional, top-management, and
autonomy reforms, and these changes significantly affect how Indian governmental organizations
have administered. The major focus of operational improvements was the efficient use of resources.
In order to promote autonomy, Powell-Jackson et al. (2019) claim that programs should have more
control over how they carried out and how their funding distributed. The Ghanaian government
made changes with an emphasis on economic reforms and service delivery efficiency. The delivery
of public services remotely (i.e., online) has benefited from improvements in service delivery
efficiency since it has sped up and reduced paperwork requirements. On the other side, economic
reforms increased resource use to meet citizen requirements while cutting costs and time. Time
reduced by reducing working hours, and cost reduced by lowering the cost of labor, supplies, etc.
(Osei-Kojo, 2016). In order to unite a broad structure of public administration and its policy of
rewarding and punishing excellent and poor performance, respectively, these reforms required
constructing structures and processes for developing and accessing public workers, notably at the
leadership level.

The Vietnamese government implemented reforms with a performance management focus, giving
agencies autonomy in adopting best practices and growing skills (Vu et al., 2019). The Moroccan
government approved a new model of NPM reform. In order to suit decentralized public managers'
responsibilities to achieve the required objectives, it has intended to be less hierarchical and more
results-based. The new efficiency standards included reducing centralized control, promoting
participant integration, establishing efficient communication channels, enhancing organizational and
managerial capacity, growing local skills, and strengthening program integration (Errami &
Cargnello, 2018). In order to decrease bureaucracy, the Mauritian government implemented its
reforms by establishing sub-administrative entities. The implementation of ISO standards for best
governmental practices on service quality One-stop shops were created to cut down on
administrative delays (Bhiwajee & Garavan, 2016). The actions of the Egyptian government
constrained the notion of characterization by enforcing significant improvements. These changes
included decentralization measures, professional people, a professional work environment,
autonomy, a clear mission, and goals that aligned with the workforce's aspirations (Mostafa, 2016).
In a different context, the Emirati government underwent broad reforms, such as improving
strategic management, managing services efficiently, switching traditional centralization movements
for decentralization activities, introducing organizational cultural values, strengthening public
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service, and adopting a performance-based placement, developing old legislation by introducing
anti-corruption legislation, and cultivating strategic management (Sarker & Al Athmay, 2018).
Nevertheless, the reforms implemented by the Nigerian government were more substantial and
involved alterations to the administration, operations, and processes, as well as an emphasis on
morals and ethics (Ikeanyibe, 2016; Ukeje et al., 2020).

Turkish government reforms dedicated on government and market reforms, public service reforms,
and ethical reforms. The state and market reforms made the key tools for progressing the economy
and policy. The goals were to develop a national government, modernize from top to bottom, and
have a reliable government (Ustuner & Yavuz, 2018). The Malaysian government made many
reforms throughout a number of decades. According to the concept of the NPM reforms, the
government has recently realized a number of reforms, including organizational structure and culture
reforms that concentrated on creating an independent unit for evaluation, restructuring organizations
and operations to evaluate performance objectively, focusing on the results-based model, and
instilling efficient practices in public expenditure (Bianchi & Xavier, 2017). The Indonesian
government's reforms created a cultural revolution by emphasizing the need for public servants who
are knowledgeable, objective, professional, high performers, and capable of dealing with integrity
ideologies. This resulted in an orderly system that helps to increase efficiency and ensures that the
best practices have used to get rid of unethical practices (Turner et al., 2019). The Cameroonian
government implemented three significant structural reforms in a different setting. They included
creating strategic objectives to satisfy the demands and interests of residents, reorganizing public
employees' wages, and enhancing organizational practices such as autonomy, initiative, and
accountability (Tioumagneng & Njifen, 2019). Like other Latin American governments, the
Uruguayan government implemented NPM reforms as neo-Weberian reforms. These changes
attempted to create a performance agreement contract by focusing on dealing performance (e.g.,
planning, budgeting, monitoring, and assessment). The Pakistani government focused on
establishing outstanding practices to achieve efficiency, accountability, and autonomy to strengthen
decentralization efforts (Zahra & Jadoon, 2016).

The Albanian government restructured its procedures by emphasizing the recruitment of qualified
administrators, building up internal capability, and expanding financial resources to carry out the
national goal. The efficiency of public services have maximized because of these improvements
(Guga, 2018). In Ethiopia, the government undertook a number of health-related changes. By
improving resource use and mobilization and fostering partnerships, collaboration, reactions, and
perpetrations, these changes increased the stakeholders' satisfaction with health care. The newly
enacted changes were centered on fostering leadership and staff development, updating the legal
system, and using an evidence-based approach to decision-making (Bobe et al., 2017). Therefore,
following NPM reforms, the citizen-state relationship and accountability were based on how citizens
use the services. Accountability relates to the administrative authorities in charge of providing public
services, but the entitlement concept refers to the missions of public organizations to residents
(Ugyel, 2014). The resource exchange process between public organizations and people is explained
by the entitlement to and accountability for providing public services (Turner et al., 2019).
According to academics (Dunleavy & Hood, 1994; Fryer et al., 2009; Roh, 2018), the most major
reform that governments implemented in public organizations was offering improved public services
by emphasizing the system of public services. Additionally, accountability between citizens and the
state and the link between deliverers and receivers have been established. According to Turner et al.
(2019), patrimonialism has used to define this connection.
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Table 1: Gaps and challenges in the application of NPM reforms in Developing Countries

Country

Gaps and challenges

Thailand

Absence of leadership capabilities and skills, multiple performance agreement
frameworks, poor public participation, lack of goals’ achievement, lack of
specific performance agreement framework, and self-based assessment of
performance (Sutheewasinnon et al., 2016).

India

Ineffectiveness, incompetence, goals’ and job’ ambiguity, bureaucracy, result
assessment system of services, poor HRM role, weak problem solvers,
unsatisfactory outcomes, lack of leadership competence and skills in handling
staff performance, lack of autonomy external pressures, and irresponsibility
(Gupta et al., 2018; Powell-Jackson et al., 2019).

Kenya

Organizations' initiatives weakness, conflicting goals and principles, lack of
accountability framework, uselessness, corruption, network-based relationships
for rewarding,irresponsibility, and poor performance planning and budgeting
(Nyamori & Gekara, 2016).

Ghana

Bureaucracy, inefficiency, and budgeting, lack of accountability framework,
instability of leadership, competencies deficiency, unqualified staffs, poor public
participation, weak education, weak infrastructure basis, poor political
commitment, weak HRM role, weak of performance planning, measures,
evaluation, goals’ ambiguity, irresponsibility, and staffs’ appraisal limited to
promotions (Ahenkan et al., 2018; Osei-Kojo, 2016).

Vietnam

Irresponsibility, low work ethic, corruption, bureaucracy, lack of accountability,
weak rewards system, and weak HRM role (Vu et al., 2019).

Morocco

Bureaucracy, inefficiency, lack of organizational practices, corruption, weak
HRM role, skills shortage of staff, lack of performance planning and budgeting,
lack of autonomy, favoritism, and weak leaderships (Errami & Cargnello, 2018).

Egypt

Poor administrative practices, skills shortage, unqualified staff, and goals’ and
mission’s ambiguity (Mostafa, 2016).

Nigeria

Lack of financial autonomy, ethnic practices in recruitment (e.g., sentiments,
nepotism, quota system, and favouritism), weak HRM role, HRM autonomy, and
operational autonomy, lack of accountability, bureaucracy, inefficiency,
corruption, skills shortage of staff, organisational reforms are far away from
NPM reforms, and poor public participation (lkeanyibe, 2016; Ukeje et al.,
2020).

Kazakhstan

Corruption, bureaucracy, inefficiency, low payment rates, reforms’ resistance,
lack of performance system, and nepotism (e.g., favouritism) (Mussagulova &
Van der Wal, 2019).
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Country Gaps and challenges

Lack of workforce distribution, overlapping among laws, regulations, and
Indonesia | policies, weak HRM role, inefficiency, bureaucracy, ineffectiveness, poor public
participation, corruption, nepotism, collusion (Turner et al., 2019).

Poor performance results, lack of rewards system, benchmarking, and budgeting,
poor legislation, weak administrative alignment, weak HRM role, weak
Malaysia | connections between public bodies, bureaucracy, poor implementation of a part
of NPM reforms, and lack of connection between the individual goal and
organizational goals (Bianchi & Xavier, 2017; Siddiquee et al., 2019).

Lack of autonomy, lack of financial resources, lack of legal framework, political
control towards senior officials’ appointment, interference, change’s resistance,

Turkey reforms imitation without settings, ineffectiveness, bureaucracy, lack of
transparency, and weak HR practices (Ustuner & Yavuz, 2018).
Lack of rewards system, irresponsibility towards duties and missions, shortage of
Cameroon qualified staff, lack of recruitment system, weak HRM role, lack of

accountability, inefficiency, bureaucracy, corruption, and relationship-based
network (e.g., favouritism) (Tioumagneng & Njifen, 2019).

Cronyism, change resistance, corruption, inefficiency, bureaucracy, absence of
Pakistan accountability, and duties overlapping (Shaheen et al., 2017; Zahra & Jadoon,
2016).

Poor implementation of NPM reforms, and bureaucracy (i.e., procedures and
normative system, poor performance system (e.g., planning, evaluation,
Uruguay sourcing, and budgeting) (Ramos & Milanesi, 2020).

Corruption, political instability, inequality, lack of accountability, weak
Albania organizational alignment, low trust in public officials, and lack of autonomy
(Guga, 2018).

Poor public participation weak organizational practices, weak HRM role and its
Ethiopia practices, and lack of organizational alignment and integration, unqualified staff,
poor performance planning and budgeting (Bobe et al., 2017).

Lack of training system towards services reforms, (e.g., performance assessment)

Mauritius | , inefficiency, useless government’s initiatives, and lack of accountability
(Bhiwajee & Garavan, 2016).

Lastly, the purpose of the public's participation emphasizes the contributions made by the public in
enhancing the public services providing by public organizations in a particular context through
surveys of the community's satisfaction with public services (Turner et al., 2019; Ugyel, 2014). This
technique might aid in gathering community input to recognize the strengths and weaknesses of
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public organizations and promote efficiency, accountability, and transparency (Junjua et al., 2019;
Mahmoud et al., 2020). The Thai government reinforced the need to gather citizen input as
consumers of public services provided by public agencies by conducting regular satisfaction studies
(Sutheewasinnon et al., 2016). In contrast, other countries, such as those Kenya, Nigeria, the Emirati,
Vietnam, Egypt, Morocco, Indonesia, Kazakhstan, Albania, Ethiopia, Uruguay, and Morocco, have
paid attention to measuring the people's satisfaction with the public services provided by government
organizations (Bobe et al., 2017). The Ghanaian, the Indian, the Mauritian, the Turkish, and the
Malaysian governments have mainly depended on the people's criticism via continuous appraising
and assessment to encounter the citizens' needs and achieve efficiency, accountability, quality, and
transparency (Bhiwajee & Garavan, 2016; Bianchi & Xavier, 2017; Osei-Kojo, 2016; Siddiquee et
al., 2019; Ustuner & Yavuz, 2018; Powell-Jackson et al., 2019).

6.2 Criticisms of NPM Reforms in Developing Countries

There have been multiple criticisms that NPM-focused changes would not succeed if implemented in
underdeveloped nations. Here, a few of these criticisms will be briefly discussed. The first of them is
that, despite the NPM model's stated goals of openness and the elimination of corruption in the
public sector, it frequently has the opposite effect, increasing the prevalence of corruption. This is
because NPM gives public managers more independence than they are accustomed to, and when
combined with lessening levels of oversight, this might foster an environment that is favorable to
corruption (Mongkol, 2011). Additionally, it is thought that the radical shift from a bureaucratic to a
market-based approach supported by NPM will increase the prevalence of corruption (Hughes,
1998). In many developed countries, NPM has proven to be a successful approach for resolving
issues brought on by the previous public management paradigm. However, just because NPM is
successful in rich nations does not imply that it will definitely benefit underdeveloped nations in a
similar manner. Due to a lengthy history of centralization in the public sector, decentralization is met
with considerable opposition in developing countries. The persistence of corruption, however,
because of retaining centralization, makes it difficult to implement NPM (Mongkol, 2011). In terms
of contracting out, Hughes (1998) noted that the lack of a rule of law, the non-application of rules
pertaining to contract enforcement, and the prevalence of corruption in developing countries would
all be obstacles to the successful implementation of NPM (Hughes, 1998).

Using market-based concepts to manage the public sector is one of NPM's primary strategies.
Inadequate infrastructure and a lack of prior experience running markets are the primary barriers to
applying this approach in poor nations (Mongkol, 2011). It should be taken into account that failure
arises not only in state companies but also in many marketplaces. Additionally, some profitable and
well-run public businesses exist in developed nations that do not require privatization. Therefore,
rather than deciding that all public firms in developing countries should be privatized, each instance
should be examined separately (Hughes, 1998). Another issue with NPM implementation in
developing countries is the "one size fits all" approach. Theories of management and case studies
demonstrate that predicted results may vary from one organization to another depending on specific
conditions. Despite the success and enhancement that NPM may bring to the public sector, it should
be remembered that it might also cause the public sector to perform worse (Hughes, 1998). There is
a significant gap between developing and developed nations with regard to popular expectations of
the government. Compared to Western countries, third-world countries have relatively low public
expectations for the government and the services it offers. This is so because people in the
developing world are not accustomed to receiving high-quality services, so they do not put their
governments under pressure to provide them like people in Western nations do (Mongkol, 2011).
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6.3 The Consequence of NPM in Developing Countries

The new public management movement has dominated political and administrative transformation in
rich countries since the 1980s. Additionally, this pattern later expanded to developing countries and
significantly aided in the reform of the public sector. The obvious flaws in the bureaucratic paradigm
in public administration led to the formation of the new public management system (O'Flynn 2005a;
Stoker 2006). The main point of this thesis is that modern public management was able to recognize
and correct old public management's flaws, and as a result, it evolved into a new paradigm for sector
transformation. It is crucial to remember that the NPM model has never been applied in a developing
country and isn't even taken into consideration as a prospective implementation method. They are all
essentially unplanned undertakings taking place in different developing countries (Polidano, 1999).
The conclusion that NPM is frequently used in developing countries is possible. Although the extent
and depth of NPM vary, particularly in developing nations, the fundamental method of approach
remains much the same (Smith, 2014).

The first need of the new public administration is that governments adapt their functions (Daft &
Marcic, 2014). The main policies aim to reduce direct interference in business and society through
the destruction of monopolies, the development of competition mechanisms, and the implementation
of public services for the community (Farazmand, 2007). It can assist the government in lightening
and decreasing its load to boost working effectiveness. Second, NPM also heavily incorporates the
innovation model of management. Government organizations should make full use of enterprise
management technologies like quality control, contract outsourcing, and human resource
development in order to innovate their approaches to management (Diefenbach, 2009). Additionally,
Andrews and Walle (2013) argue that adopting contemporary information technology can aid in the
reconstruction of government-managed processes and the development of e-government activities.
Additionally, promoting the performance evaluation system is advantageous for the government.
The method was created to assess both staff members individually and the performance of the public
sector. It actively contributes to the government's motivation and effectiveness. Finally, NPM
recommends decentralization reform, which tries to divide executive and decision-making authority
(Andrews & Wale, 2013). The government of numerous countries divides itself into a decision-
making sector and a few specific service sectors. Letters of responsibility signed by those sectors
specify the objectives, implementation scope, and evaluation standards. As an example, the
Singaporean government formed a number of self-governing entities in 1996 and 1997. These
groups choose their own priorities for programming, how much money to spend, and what services
to offer (Smith, 2014).

6.4 NPM Reforms Initiatives of Nepal

Public administration has roots that go deep into the culture of the nation because feudal rule was a
part of Nepal's history. Public administration in Nepal started to advance when the country's feudal
form of rule was overthrown there in 1951. Prior to 1960, Nepal was ruled democratically by a
party-free Panchayat System, which the King oversaw until 1990. We could argue that the Nepalese
public service adopts the bureaucratic model espoused in Max Weber's principles: a career service of
recruitment by merit, unified service, hierarchical structure, single salary scale, recruitment to a
certain level of position from outside, employees protected by rules and regulations, disciplinary
actions involving a drawn-out process, promotion by seniority and merit, and a pension plan. As
soon as the political system shifted from an authoritarian to a democratic one, it became clear that
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the Nepalese public sector needed to undergo a number of significant changes. In light of this
realization, the Commission made a number of reform recommendations, focusing on redefining the
role of government, privatization, improving the delivery of public services, restructuring public
organizations, reducing overstaffing and right-sizing bureaucracy, streamlining procedures,
improving decision-making efficiency, decentralization/delegating power and authority to the line
agencies, human resource development, and combating corruption.

When the five year Governance Reform Program (GRP) was introduced in 2001, the Asian
Development Bank once more offered soft loan support. The main objective of the GRP was to
strengthen the focus on people, gender, and results in the Nepalese bureaucracy. After 10 years, the
Asian Development Bank offered soft loan support in 2001 to begin the Governance Reforms
Program (GRP), which would last for five years. The GRP's main objective was to increase the
Nepalese bureaucracy's focus on outcomes, people, and gender issues. The following five elements
of the reform program were prioritized within these larger goals: The goal was to enhance the
management structure at the heart of government to steer reform initiatives. a) To build internal
capability for leading change. b) To increase the effectiveness of the civil service: The goal was to
reduce spending by right-sizing the government and strengthening staff, with management systems
to support this goal. ¢) To improve the general competence and motivation of government servants:
The goal was to raise pay levels, embrace contemporary human resource management practices, and
boost the abilities of civil servants. d) To enhance governance and reduce corruption in government:
The objective was to strengthen the legal foundation for fighting corruption. d) To enhance the
performance of the major government ministries by fostering an NPM culture and work process, it
was hoped to provide citizens with improved services (GRP Document, 2001).

The Administrative Reform Commission (1991) and the Governance Reforms Program (2001) were
the two key reform initiatives in Nepal that introduced NPM concepts. Following the democratic
political system, internal changes with an NPM focus started in the early 1990s. For instance,
redefining the function of the state was a key starting point for changes that were motivated by
global trends toward modifying the role of the state in relation to NPM. In 2001, the administration
unveiled the Governance Reform Program (GRP), a new set of reforms. Under the terms of an Asian
Development Bank soft credit, GRP was launched. Due to aid conditions established by the ADB,
the reform package combined NPM ideals, gender equality, and social inclusion. By adopting a
number of NPM concepts, the reforms of 1991 and 2001 represented a significant policy change in
modernizing the Nepalese bureaucracy. But we must consider the status of reform programs'
implementation. An examination of reform attempts after 1990 revealed that many of them remained
unimplemented and that relatively few improvements were really implemented. Why weren't NPM-
oriented changes successful in achieving their goals in the Nepalese context? The article
demonstrates that weak policy reform processes, path dependency traits in the Nepalese bureaucracy,
political unpredictability and a lack of political will, power distance behaviors of bureaucrats toward
lower staff members, and a lack of citizen-centered work cultures in the bureaucracy are the main
factors that are hindering reform (Gautam, 2008).

7. Summary and Conclusion

The findings emphasized the challenges and limitations faced during the application of NPM
reforms in developing countries, as outlined in Table 1. The study indicates that these reforms are

64



Prashasan, Vol. 55, Issue 1, No. 137, p.52-70

often reluctantly implemented in accordance with the macro- and micro-environments, resulting in
gaps and problems. These weaknesses and challenges have significant implications for poor
countries and are linked to best practices and policies. From both a practical and scholarly
standpoint, the insights and experiences gained from implementing NPM reforms are crucial. Public
administrators and managers must address resource limitations and the challenges posed by NPM
reforms with limited resources to meet public expectations. Governments should also oversee and
support the implementation of NPM reforms at both the macro and local levels. Given the scarcity of
literature on NPM components, especially in developing countries, scholars should focus on
exploring the ongoing NPM reforms in public administrations. While New Public Management
(NPM) has proven successful in some cases, it may not be universally applicable, especially in poor
countries where it was not originally designed to be implemented (Mongkol, 2011). There are
various limitations and challenges when implementing NPM in developing nations, and its relevance
and appropriateness remain uncertain. Singapore serves as an example of NPM's effectiveness in a
developing country, whereas Bangladesh demonstrates the failure of NPM in an unsuitable context.
Prior to adopting NPM, developing countries require specific prerequisites for positive outcomes.
However, these prerequisites alone are insufficient, as cultural influences and other significant
factors also play a significant role (Mongkol, 2011). Therefore, careful consideration must be given
to the adaptability of NPM in the context of each developing country, taking into account both its
potential benefits and the unique challenges it may exist.

In conclusion, the NPM model should be viewed as a collection of distinct strategies rather than as a
whole in order to assist developing countries in adopting strategies that are appropriate for their
requirements and local environments. It is advised that prior to the deployment of NPM techniques,
preconditions be taken into consideration as a step of preparation. Therefore, developing nations
should also think about creating a long-term strategy that calls for the fulfillment of prerequisites
before the use of the appropriate NPM techniques. Due to their significance and ramifications for the
NPM model in developing nations, cultural variables should not be ignored. Additionally, it is
advised that international donors consider internal efforts when formulating their research and
policies so that their aid to developing countries will be more effective, efficient, and viable. Since
many of NPM's features have been found to be effective and relevant in Nepal, it is stated that NPM
is applicable to developing countries and that governments should include these components in their
ongoing and future reform initiatives. This article concluded that several NPM principles to Nepal
and has provided the government with a clear direction and destination. In terms of public
management reforms, this has improved the policy and pointed to a future course for the Nepali
government. According to the article, Nepal could little benefit from the NPM's cost-cutting and
downsizing, introduction of market mechanisms, decentralization of management authority, quality,
and customer responsiveness components but could not be able to perform in action due to unstable
nation political environment and fragile market mechanism. The article also found that introducing
agencies, new personnel systems, and performance management were less applicable in Nepal.
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Abstract

In simple term, sub-regionalism refers to cooperation and integration among a group of countries
within a larger region. Over the past few years, there has been a shift towards sub-regional groupings
within the larger multilateral, regional grouping. One such sub-regional grouping in South Asia is
Bangladesh, Bhutan, India, and Nepal (BBIN). BBIN, formed in 2014, aims to foster greater
cooperation among the member countries on various issues, including trade, transportation, energy,
and the environment. The paper attempts to study how Nepal's participation in the BBIN can result
in a much-needed resolution to Nepal's connectivity-related issues. The sub-regional cooperation
promises to ease Nepal's connectivity issues and aid in the country's economic integration with the
rest of the world. To reap these benefits, Nepal needs to be free from political issues and work on
implementing high-priority infrastructure and connectivity projects. Nevertheless, Nepal should not
be overly optimistic given its own capacity constraints on implementing big connectivity projects
and the fact that such regional arrangements haven't offered Nepal with many benefits in the past.

Keywords: Sub-regionalism, BBIN, physical connectivity,cooperation
1. Background

Sub-regionalism is a form of regional economic integration characterized by a sense of unanimity,
less formal arrangements, geographical proximity, a controlled regional development strategy, and a
willingness and urgency to promote development with a focus on smaller growth-oriented zones
within a broader region to enhance their competitiveness and promote their exports in the global
market (Murthy, 2008). Sub-regionalism is a case of the market in juxtaposition to institutional
integration, where legal agreements encourage preferential trade among member countries. Member
countries rely on non-official institutions to provide public and semi-public goods, lowering
transaction costs related to the international movement of goods, services, and other production
costs. Member nations give specific projects or initiatives in crucial economic sectors utmost
importance as they will support and complement their national plans and strategies and effectively
use local synergies and affinities. Ultimately, such groupings are deemed to boost trade relations by
contributing tangible progress in the respective nations.
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The concept of sub-regionalism was not contemplated during SAARC's formation. It only gained
notoriety in 1996 when the idea of forming a growth triangle was proposed during the meeting of the
SAARC Councils of Ministers in 1996 in New Delhi (Shukla, 2019), marking the beginning point
for sub-regionalism in South Asia, which can be roughly divided into three sub regions: the western
sub region, made up of Afghanistan, India, and Pakistan (AIP); the southern sub region, which
includes India, the Maldives, and Sri Lanka (IMS); and the eastern sub region, which comprises
Bangladesh, Bhutan, India, and Nepal (BBIN) (Karim, 2017). The rationale was that if one sub-
region could demonstrate that cooperative upward growth was achievable in any delineated sector, it
would inspire other sub-regions to do the same. Although the idea was initially rejected, the SAARC
agreed to it in 1997 at its ninth summit in the Maldives.

Consequently, the South Asia Growth Quadrangle (SAGQ) was formed, consisting of Bangladesh,
Bhutan, India, and Nepal. The SAGQ states perceived it as a platform for new opportunities for
cooperation and decided to adopt a project-led strategy to work together on commerce,
communication, investment, energy, tourism, and the development of natural resources (Hassan,
2016). The Asian Development Bank (ADB) launched the South Asian Sub-Regional Economic
Cooperation (SASEC) program, which supports SAGQ with regional technical assistance (RETA)
projects (Hassan, 2016). However, this advancement swiftly stalled and remained quiescent owing to
tense relations between Bangladesh and India prior to 2011 (Karim, 2017), as well as because it
became a bone of contention in the internal politics of Bangladesh and Nepal, where the major
opposition parties (the Bangladesh Nationalist Party and the United Marxist and Leninist Party,
respectively) accused the respective governing parties of failing to consider the people's interests
(Shukla, 2019).

Furthermore, recognizing the significance of physical connectivity, SAARC was attempting to enact
a Motor Vehicle Agreement for the Regulation of Passenger and Cargo Vehicular Traffic (MVA),
initially proposed by India that would permit the free cross-border movement of goods and
transportation among its members. A 2009 conference of SAARC transport ministers in Colombo,
Sri Lanka, adopted the Intergovernmental Group on Transport (IGGT) proposals to establish an
expert group to discuss and finalize the text of the proposed Regional Agreement on Motor Vehicles
for SAARC Member States. Later, the expert group finalized the draft agreement, which was
subsequently approved at the fifth meeting of the SAARC IGGT in 2014, which was attended by all
member nations aside from Maldives. The proposal to finalize the SAARC MVA was presented
during the 18th SAARC Summit held on November 26-27, 2014 in Kathmandu, Nepal. The top
agenda was three ideas regarding road, rail, and energy connectivity. However, only energy
connectivity reached a consensus. The remaining two were denied as Pakistan had yet to finish its
internal procedures to grant them. Unfortunately, the framework agreement was not signed during
the 18th SAARC Summit due to Pakistan's surprising resistance at the last minute (Haran, 2018).
The effort failed to obtain the backing of all member nations, and lengthy deliberations were held
captive by political considerations that seemed to take precedence over productive, forward-looking
exchanges (Chaudhary et al, 2015).

However, the Summit Declaration revitalized sub-regional initiatives as part of efforts to enhance
regional connectivity. The persistent failure of living regional instruments to bring about significant
change in trade, power, and infrastructural relations provided a greater impetus for the gradual
development of a new consensus regarding sub-regional ties among four eastern neighbours of South
Asia that extend beyond bilateral agreements. The 2014 visit of Indian Prime Minister Narendra
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Modi to Bangladesh, Bhutan, and Nepal was also significant in bringing these nations to the
negotiation table to advance sub-regional cooperation to new heights (Hassan, 2016). In his remarks
at the 18th SAARC summit in Kathmandu, Modi discussed the increase in engagement between four
nations: "South Asia is slowly coming together. India and Bangladesh have strengthened their rail,
road, electricity, and transit linkages. India and Nepal have begun a new era of energy cooperation,
while India and Bhutan strengthen these connections daily (Chaudhary et al, 2015). He also stated
that regional integration in South Asia would go ahead "through SAARC or outside it, among all of
us or some of us."

An idea for cooperation between four eastern region countries was subsequently realized, with the
first quattro Joint Working Groups discussion between Bangladesh, Bhutan, India and Nepal in
January 2015 (Hassan, 2016). Having already tested the 'top-down' approach (multilateral or
regional framework), four countries of South Asia opted for a 'bottom-up' approach (sub-regional
framework) by signing the BBIN MVA agreement making full use of the Article VII of the SAARC
charter, which allows member states to engage with each other in sub-regional cooperation (Shukla,
2019).

The Transport Ministers of four countries, Minister for Physical Infrastructure and Transport of
Nepal Bimalendra Nidhi, Minister of Road Transport and Bridges of Bangladesh Obaidul Quader,
Bhutanese Minister for Information and Communications D.N. Dhungel, and Nitin Jairam Gadkari,
Indian Minister for Road Transport and Highways, and Shipping, signed the landmark BBIN-MVA
agreement on 15 June 2015 in Thimpu with an intent to provide seamless people-to-people contact
and enhance economic interaction by facilitating cross border movement of people and goods
between the BBIN countries (Ministry of External Affairs, 2015). Bangladesh, Bhutan, India, and
Nepal (BBIN) countries attended a high-level delegation meeting in New Delhi on 8 February, 2020.
Bhutan, the fourth signatory to the pact, participated at this conference merely as an observer since
the Bhutanese parliament had previously rejected to ratify the accord, citing the agreement's danger
to the country's tranquil environment and culture. The three countries (Bangladesh, India, and Nepal)
have signed a trilateral MOU for the seamless cargo movement. The onus is now on three countries
to expedite and finalize the Passengers and Cargo Protocols to implement BBIN MVA.

The BBIN vision for the sub-region rests on four mighty pillars: (i) Trade connectivity and transit,
(ii) Investment in power generation and water management sectors. (iii) Cooperation in the energy
sector, including power trade and converting national grids into a sub-regional grid, and (iv) people-
to-people connectivity. The primary objective of the MVA, as noted in the Joint Declaration issued
by the transport ministers of the BBIN countries, are as follows;

e To facilitate cargo movement across sub-regions borders and significantly reduce trade
transaction costs.

To provide seamless people-to-people contact.

To enhance economic integration by facilitating cross-border movement of people and goods.

To facilitate cargo vehicle movement, as no change would be required at the borders.

To establish a platform for these member nations to act decisively and implement collectively.
To promote safe, cost-effective, and environmentally sound road transport in the sub-region
and to further assist other member countries in creating an institutional mechanism for sub-
regional integration.
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e To encourage sustainable development through employment generation and assist in power
purchase.

The BBIN MVA, drafted on the lines of the SAARC MVA, is expected to allow speedy
implementation of land transport facilitation arrangements (Karim & Balaji, 2016). In a joint
statement after the signing of the BBIN MVA, the BBIN nations designated 30 priority transport
connectivity projects with a combined estimated cost of approximately US $8 billion that would be
used to repair and enhance remaining stretches of trade and transportation corridors (Nepal Foreign
Affairs, 2015). It also stressed that the transit corridors could boost commerce between South Asia
and the rest of the globe by 30% and 60%, respectively, if they were converted into economic
corridors (Nepal Foreign Affairs, 2015). The BBIN corridor might be the first step in realizing sub-
regional cooperation, opening up investment opportunities, and improving trade routes. Also
possible via these channels is interactivity between individuals.

The BBIN MVA is a tangible way toward establishing a solid sub-region and is anticipated to allow
seamless connection of people and vehicles on the roads of the signatory nations. It is currently
getting immense attention from geopolitics, geo-economy, and geographical contiguity (Kumar,
2017). Thus, the BBIN initiative has given new hope for regional cooperation in Eastern South Asia
and South Asia.

2. Objectives of the Study

The objective of this paper, in general, is to study the emergence of the BBIN (Bangladesh, Bhutan,
India, and Nepal) as a subregional group in South Asia, with a particular focus on Nepal. The
specific objectives are;

o Identify and evaluate the opportunities and obstacles Nepal faces as a member of the BBIN
initiative

o Determine the extent to which the BBIN initiative can effectively address Nepal's connectivity
challenges.

Review of Related Literature

Atiur Rahman (2004), in "SAARC: Not Yet a Community,” mentions the South Asian Growth
Quadrangle (SAGQ) and elucidates that "sub-regional initiatives in South Asia have raised large
questions, concerns, and political passion rather than providing any answer or creating growth
mechanisms and cooperative understanding” (Rahman, 2004, p. 138). Nevertheless, it can also be
interpreted as one of the last options to bail out SAARC from being a 'toothless tiger'. It would evoke
enthusiasm about cooperation, which could be an impetus for more extensive regional cooperation.
Amitendu Palit (2010), in Chapter 5, Sub-regional Cooperation under SAARC: An Economic
Analysis, of the book "The Emerging Dimensions of SAARC," focuses on the economic dimensions
of the sub-regional forum by studying SAGQ and BIMSTEC.

Tarig Karim and Madhumita Srivastava Balaji (2016), in "BBIN: Paradigm Change in South Asia,"
explain how the sub-regional initiative, BBIN, changed the paradigm of regionalism in South Asia
from regional cooperation to sub-regional cooperation and discuss the potential of BBIN to bring
cooperation in Eastern South Asia and South Asia at large by connecting South Asia with ASEAN
and other nearby regions. Cooperation among the BBIN nations can pave the path for the evolution
of a powerful sub-regional block. If lessons are learned from the past, this quadrangle can act as the
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new growth engine in the larger region straddling South and Southeast Asia and emerge as a
potentially formidable bargaining block. Vikash Kumar (2016), in his paper, analyzes why nations
are increasingly going beyond SAARC and then explains why they are choosing sub-regional
arrangements (especially BBIN) by showing sub-regional trade potential and intra-sub regional trade
and transport prospects in his article "Sub-Regionalism in South Asia: A Case Study of Bangladesh—
Bhutan—Nepal-India Motor Vehicles Agreement."

In the article "Prospect and So Far, Development of BBIN Connectivity”, Mahamudul Hassan
(2016) expounds on the history, purposes, opportunities, and developments of BBIN and explains
how BBIN emerged as a sub-regional forum and how it creates new economic opportunities, mainly
in border areas of the member countries. The BBIN-MVA agreement will likely yield benefits for
the two Himalayan landlocked countries of Nepal and Bhutan by addressing their longstanding
complaints about trade and transit issues. At the same time, among the four members, India will
enjoy the maximum payments.

CUTS International (2018), in "Connecting Corridors beyond Borders Enabling Seamless
Connectivity in the BBIN sub-region”, explains existing and proposed trade connectivity initiatives
of BBIN, BBIN's salient features, significances, BBIN corridors, and factors affecting the
implementation of BBIN-MVA to give a clear picture of what BBIN intends to achieve. It also
discusses BBIN countries' challenges and suggests ways to implement all the proposed initiatives
fully. Qurat Ul Ain and Zahoor Ahman Shah (2019), in "Neo-Regionalism in South Asia:
Concerning the Emergence of BIMSTEC and BBIN", first inspect SAARC's non-functionality and
challenges and show why countries in South Asia are seeking alternatives beyond SAARC. Then the
thesis studies BIMSTEC and BBIN and their role in the region as an attractive alternative to
SAARC. BBIN, a sub-regional organization outside SAARC, is expected to pave the way for
increased trade and cross-investments among the member countries. If the member countries are
ready to remove political barriers between them, the BBIN will work for broader integration, which
SAARC failed to deliver. There can be a revival of SAARC through sub-regionalism.

Parthapratim Pal (2016), in the research paper titled *Intra-BBIN Trade: Opportunities and
Challenges," elaborates on the significant opportunities and challenges of BBIN. The BBIN
initiative can facilitate intra-regional and inter-regional trade in goods and services and develop
massive transnational road and rail connectivity networks. India's dominance in BBIN, India's
demand for transit through Bangladesh, heterogeneity among member countries in economy,
Bhutan's reservations about the free movement of cargo and people within the sub-region, different
development priorities, and other bilateral and political issues are the challenges that BBIN needs to
deal with in order to achieve its objectives. This article, however, gives more emphasis on India.

Nuzhat Sharmeen (2017), in her report "Regional Cooperation in South Asia and the Sustainability
of Bangladesh, Bhutan, India, and Nepal (BBIN) Transit," discusses the sustainability of the entire
BBIN project briefly by explaining the scope of the agreement along with the overall implications of
the agreement. The thesis mainly revolves around Bangladesh and how the BBIN project supports
Bangladesh's capacity development. It has discussed in detail the financing scheme, the
sustainability of the pricing, and the costs incurred by Bangladesh for the project. Similarly, Ashish
Shukla (2019) discusses sub-regionalism in his article "Sub-regional Cooperation under the BBIN
Framework: An Analysis" and places more of an emphasis on India by describing how BBIN links
India's north-eastern area to more significant markets both within and outside of the country. It
claims the success of the BBIN initiative rests on how India shows commitment to the initiative and
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how sincerely it fulfils its responsibilities. It discusses how India can use BBIN as a geostrategic and
diplomatic strategy to further its regional objectives of becoming the lone regional power and to
counteract China's ascent in the area.

Reviewing the existing literature reveals that the study on the prospects of sub-regional cooperation
in South Asia is India-centric. Only a handful of literature talks about the prospect of BBIN for
Bangladesh and very few for Nepal, but that too in brief.

3. Methodology

This study employs qualitative research methodology. In understanding the BBIN as a sub-regional
forum and evaluating the benefit for Nepal, secondary data have been collected from books,
academic journals, scholarly articles, research papers, theses, and grey pieces of literature such as
official documents from states, annual and other official reports of an organization, policy
statements, press releases, and other relevant publications. The gathered data were evaluated
rigorously, and arguments were developed based on the content analysis of each source collected.
The study has tried to evaluate whether or not the BBIN framework connects Nepal with the global
economy by solving its connectivity barriers. Nepal's other socio-cultural, political, ethnographic,
and environmental problems are not discussed.

4. Analysis and Discussion

The lack of regional cooperation and discouraging trade relations in South Asia may not affect other
South Asian countries to the extent it affects Nepal, as Nepal is the least connected compared to
other small South Asian countries. Sri Lanka is an island country, Bangladesh has access to the sea,
and Afghanistan is bordered by six Asian countries. Moreover, comparatively, these three countries
have larger economies than Nepal. Bhutan, though landlocked, is more concerned about its
environment than its economy and is happy to go slow, while the Maldives is showing significant
growth compared to other small countries in South Asia.

As a landlocked mountainous country with poor transportation, Nepal confronts several connectivity
obstacles that impede its economic growth and integration into the regional and global economies.
The direct connectivity issues include limited access to ports, difficulty moving goods and people
due to inadequate transport infrastructure, and high transportation costs that make Nepali goods and
services less competitive on the global market. As a result of such connectivity barriers resulting
from poor infrastructure, Nepal's trade is asymmetrically dependent on India and China, and the
trade deficit is increasing. Low exports and high imports, trade barriers, high transaction costs,
improper trade policy, higher costs of production, slow industrial development, a lack of trade
diversification, and limited export capacity are responsible for increasing the trade deficit. The lack
of economic and physical connection leaves Nepal with little opportunity to create productive ties
with the rest of the world and to depend asymmetrically on its two giant neighbours, India and
China. The sub-regional cooperation through the BBIN initiative is expected to help Nepal integrate
with the global economy by opening doors for Nepal to regional and international markets and
soothing its connectivity woes since SAARC, the only regional integration hope for Nepal, has failed
to address its problems.
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4.1 Significance of BBIN for Nepal

For Nepal, the BBIN Initiative offers significant prospects for economic development and
integration into regional and global economies. The BBIN Initiative aims to improve connectivity
among the member countries by developing road, rail, and waterway networks. This can facilitate
the movement of goods and people and contribute to Nepal's economic growth. BBIN MVA aligns
very well with some of the major initiatives taken by the Asian Development Bank (ADB) under the
South Asia Subregional Economic Cooperation (SASEC). ADB has proposed ten regional road
networks as South Asian Corridors, of which seven have been identified in the BBIN region (Ghosh,
2016). Among them, three trade corridors will link Nepal to Bangladesh and India:

1. Kathmandu-Kakarvita- Panitanki-Fulbari- Dhaka- Chittagong. The length of this corridor is
1,394 km. This corridor will connect Kathmandu and other regions of Nepal to ports in
Bangladesh.

2. Kolkata- Raxual-Birgunj-Kathmandu. This corridor, with a total length of 1,323 km, will give
Kathmandu access to ports in Haldia and Kolkata.

3. Lucknow- Gorakhpur-Sunauli-Bhairawa-Kathmandu. This 663 km stretch will connect
Kathmandu through Bhairahawa to India, from where it can access other roads, rail and sea
ports.

Also, the renewal of the Trilateral Transit Agreement (TTA) between Nepal, Bangladesh, and India
could expand cross-border connectivity as well as facilitate Nepal's full utilization of riverine and
seaports in India (Haldia, Visakhapatanam, and Kolkata) and Bangladesh (Chittagong and Mongla).
These trade corridors, along with the TTA, can be a catalytic force for integration because they will
also have spillover effects on other sectors of the economy, such as agriculture, education, and
tourism in all three countries (Bangladesh, India, and Nepal). These corridors will connect Nepal
with major ports in India and Bangladesh. Nepal can use these corridors to import goods faster at
cheaper prices.
Table : Connectivity Initiatives under BBIN for Trade and Tranport

From/To - Bangladesh Bhutan Nepal
India

e Inland Container Port at Ashuganj, | e Upgrading of | e Jayanagar-
Bangladesh the East-West Bijalpur-

e Widening of Ashuganj-Akhaura Road | Highway Bardibas Rail
in  Bangladesh  (will  provide Link Project
connectivity to Tripura) e Jogbani-

e Akhaura-Agartala Rail Link Biratnagar  Rail

e Inclusion of additional routes in Link
IWTT Protocol ¢ Nepalgunj-

e Bridge over river Feni (at Sabroom, Nepalgunj Road
Tripura) Rail Link

e Upgradation of infrastructure at e Kakarbitta-New
Sutarkandi LCS to Integrated Check Jalpaiguri  Rail
Post (Assam) Link

e Border Haats at Balat & Kalaichar on e Bhairawaha-
the Meghalaya border Nautanwa  Rail

e Integrated Check Post at Dawki Link
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Fr(l)m/_T 0- Bangladesh Bhutan Nepal
ndia
(Dawki- Tamabil) e Establishment of
e Land Custom Stations at Dalu, Integrated Check
Borsora, Ghasuapara Posts at Raxaul-
e ICP at Kawarpuchchiah/Demagiri- Birgunj, Sonauli-
Thegamukh LCS Bhairhawa,
e Use of Chittagong and Mongla ports Jogbani-
in Bangladesh for Indian cargo Biratnagar, and
e Development of Integrated Check Nepalgunj Road-
Post at Akhaura (near Agartala), Nepalgunj
Tripura

Source: CUTS International 2018

Access to ports in India and Bangladesh will break Nepal's longstanding export and import
bottleneck. As it enables the flow of products and services among its member states, BBIN may
increase trade and investment opportunities for Nepal. The agreement will also aid in decreasing
Non-Tariff Barriers (NTB), reducing the volume of informal commerce via standardization,
formalization, and containerization of cargo movement.

The Nepal-India Regional Trade and Transport Project of the World Bank is also aligned with the
BBIN MVA modality, which is projected to modernize transport and transit measures between
Nepal and India. In 1960, Nepal and India signed the Treaty of Trade and Transit to expand the
exchange of commodities between the two nations, enhance economic development cooperation, and
enable trade with other parties (Lama, 2018). The present India-Nepal transit pact has several faults,
including documentation requirements, transshipment processes, sensitive goods, arbitrary bank
guarantees, and inadequate infrastructure. These shortcomings have resulted in exorbitantly high
transaction costs (at least 2.7 times that of transport by road) for transit goods when measured in
terms of the time required to conduct transit processes (Mehndiratta & Nora, 2022). Greater
cooperation between India and Nepal is the only way to solve this. Nepal and India must be willing
to undertake the activities listed in the Trade Facilitation Agreement and the Vienna Program of
Action to adhere to internationally recognized best practices. Both programs push member states to
ratify international trade and transit treaties and international trade and transit procedures rules,
which the two nations must explore over time. Such activities would facilitate the movement of
commodities and aid in accelerating trade between two nations and a third country.

With access to ports in India and Bangladesh, the BBIN Initiative can provide Nepal access to larger
regional markets, which can help increase demand for Nepal's goods and services. India and
Bangladesh are both large markets for Nepal for several reasons. India and Bangladesh have large
and rapidly growing populations, creating a significant demand for various goods and services.
Nepal has many export products in high demand in India and Bangladesh, including textiles,
garments, carpets, and handicrafts. These products are popular in both countries due to their high
quality and relatively low prices. In addition to exports, Nepal also relies on both India and
Bangladesh as significant sources of tourism. The BBIN Initiative has focused on improving
connectivity among the member countries by developing road, rail, and waterway networks. This
can make it easier for tourists to travel to and within Nepal, increasing the demand for Nepal's
tourism-related services.
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The BBIN Initiative aims to promote regional energy cooperation. BBIN member countries agree to
make joint efforts to explore the harnessing of water resources, including hydropower and power
from other sources available in the sub-region. The energy cooperation in the region can help Nepal
secure a reliable and affordable energy supply. The BBIN Initiative has supported the development
of cross-border transmission lines, which can help increase electricity transmission between the
member countries and improve Nepal's access to electricity. Nepal can benefit from its enormous
hydropower output capacity by selling cleaner electricity to India and Bangladesh. There have been
some constructive breakthroughs recently. Nepal and Bangladesh are discussing the bilateral power
trade and Bangladeshi investment in Nepal's hydropower industry. The positive side of the bilateral
power trade is that Nepal can buy power from Bangladesh during the winter and sell its power
dominance during the rainy season. This increases the prospect of improving energy trade not only
with India but also with Bangladesh.

4.2 Challenges for Nepal

One of the main obstacles preventing Nepal from taking full advantage of the BBIN Initiative is a
need for adequate transportation infrastructure. Around 90% of freight and passenger travel in Nepal
occurs on roads, compared to 8% on the air network and 2% on rail, rope, and other modes of
transportation. Nepal's two most important road networks are the Strategic Road Network (SRN) and
the Local Road Network (LRN). National roads are part of the SRN and are the backbone of the
country's economic integration with its neighbours. The federal government's road expansion
progressed in 2018-19, reaching 32,879 km (Nepal in Data, 2019).

Total length of Road in Kilometers
(SRN+LRN)

2014/15 2015/16 2016/17 2017/18 2018/19

Source: Nepal Economic Survey 2019/20

Figure (i). The total length of Raod in Kilometers (SRN + LRN)
However, Nepal has the lowest road density in South Asia, with only 47 km of roads per 100 square
kilometers and 2.5 km of roads per 1,000 inhabitants, compared to 12.2 km, 4.1 km, and 5.5 km of
roads per 1,000 inhabitants in Bhutan, India, and Sri Lanka. Similar findings were made by the
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World Bank study, which indicated that between 2014 and 2018, the capital investment in SRN
climbed at a Compound Annual Growth Rate (CAGR) of 40%. In contrast, the maintenance
expenditure only increased at a CAGR of 13%. (Herrera et al,2022). Additionally, maintenance costs
decreased from 16% in 2014 to 7% in 2018 as a percentage of all SRN expenses. According to one
estimate, the average yearly financial allotment for SRN maintenance over five years falls short of
the needs by 60%. The trend has generally been that capital expenditures could be more consistently
efficient and productive. As a result, the money set aside for SRN is often only partially used. The
current SRN needs to be in better shape.

Nepal's poor road infrastructure poses a big challenge, given that a significant portion of its intra-
regional and international trade is carried out by land. For international trade, Nepal depends on the
Indian ports of Kolkata and Haldia, located on the east coast of India. Poor road conditions have
significantly hampered international trade. For instance, Rauxal-current Birgunj's situation could be
better. The road from Mothihari to Rauxal is in the same condition, making it difficult for vehicles to
go through it effectively (CUTS, 2018). Similar issues with road infrastructure exist on the
Bangabandhu-Fulbari-Kakarvitta route used for trade between Nepal and Bangladesh through India
(CUTS, 2018)

In addition to these issues with physical infrastructure (poor road networks), Nepal confronts
problems with soft infrastructure (supporting infrastructure), such as management, government
coordination, digitalization, transparency, and accountability. These hurdles impede the effective
implementation of the favourable provisions of the BBIN MVA in Nepal. Transporting goods by
road necessitates transhipments at many locations, creating unnecessary delays in the transit of
commodities and vehicles. For example, the current India-Nepal transit treaty prohibits the
unfettered movement of automobiles from the ports of Kolkata and Haldia to Nepal, thereby
increasing transportation expenses. The various rules and regulations governing customs processes
between countries also need to be revised. For instance, the documents required for customs
clearance in India and Nepal differ. The BBIN MVA requires typical freight vehicles to be protected
with comprehensive insurance. India, Nepal, and Bhutan do not acknowledge the policies of
Bangladesh (Sharmeen, 2017). Nepal must build suitable infrastructure (both hard and soft) to
restore the quality of its infrastructure projects and reap the full advantages of BBIN.

Besides, there are some political and social challenges. The transport associations in Nepal hold
strong reservations against the two-way movement of cargo. The transport syndicate has been
involved in anti-competitive activities like halting shipments, hiking freight charges, and imposing
rotations. These associations are against BBIN MVA because foreign trucks plying in Nepal would
erode their local business due to the direct cargo transportation by trucks from one country to
another. It has come to light that the Narayani Truck Owners Association, one of the most politically
powerful associations of the transporters and truck drivers headquartered in Hetauda (an essential
node for trucks travelling along three corridors: a) Kathmandu-Kakarvitta-Panitanki- Fulbari-
Banglabandha, b) Kathmandu-Kakarvitta- Panitanki-Kolkata and c¢) Kathmandu-Birgunj- Raxual-
Kolkata), strongly opposes the two-way movement of cargo for foreign trucks because doing so
would undermine local businesses and increase unemployment (CUTS, 2018).

The rail, road, and port projects that have been proposed or are currently being worked on in BBIN
to improve cross-border connectivity are shown in Table (i). However, owing to delicate political
and economic realities in the participating nations, the timely execution of these initiatives has
remained challenging. For instance, because of political interference, the upgrading of the LCS to an
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ICP in the Raxaul-Birgunj corridor of the Indo-Nepal border, which is also a part of Asian Highway
42, has repeatedly missed completion dates (CUTS, 2018). There is little question that the BBIN
MVA plan will promote trade in the area, but it may fail to resolve the concerns of those who reside
near cross-border sites about their ways of subsistence. Vendors, laborers, and transportation lobby
groups oppose the BBIN because they fear losing their livelihood possibilities if integrated
infrastructure and transparent systems shape up. These obstacles must be adequately addressed via
awareness campaigns and by including the frontier inhabitants, vendors, and transportation as key
players in crucial BBIN projects and efforts.

An additional problem is the open border between India and Nepal, which allows for easy human
movement and generates business possibilities on both sides. For employment, millions of Nepalis
migrate to India. However, the open border is increasingly under threat from criminal organizations
that exploit it for human trafficking, particularly of women and children, the trade of illegal drugs,
the transportation of counterfeit money, and as a sanctuary for terrorist organizations. Being a
landlocked country, Nepal depends on India for connectivity to the rest of the world. Any disruption
at the border creates significant socioeconomic impacts for Nepal. Ensuring the smooth movement
of goods and vehicles at the border is both necessary and challenging. Better coordination of border
monitoring agencies in Nepal and India is a must, and increased use of technology in monitoring
border movement can also help secure the open border.

5. Conclusion

In conclusion, the BBIN MVA signifies the start of a much bigger purpose for sub-regional
collaboration since seamless connectivity is strongly related to regional economic success and
human interactions. For Nepal, BBIN is an apt platform with the potential to solve Nepal's
longstanding problem of locational disadvantage and poor connectivity with the outside world.
BBIN fits well with the new wave of Nepal's development goal—vast transnational road and rail
connectivity networks—as it seeks to promote connectivity between member nations by constructing
road, rail, and waterway networks.

Three of the seven trade corridors designated by ADB as South Asian Corridors in the BBIN region
will connect Nepal to Bangladesh and India, giving Nepal access to ports in India and Bangladesh.
This is anticipated to break Nepal's longstanding export and import bottleneck, as the trade corridors
are expected to facilitate the movement of goods and services, thereby expanding Nepal's trade and
investment opportunities. With access to ports in India and Bangladesh, the BBIN Initiative can
grant Nepal access to larger regional markets, thereby boosting demand for Nepal's products and
services. Nepal exports a variety of goods that are in high demand in India and Bangladesh,
including textiles, apparel, carpets, and handicrafts. Due to their high quality and relatively low
prices, these items are popular in both nations. In addition to exports, India and Bangladesh are also
important tourism sources for Nepal. Moreover, the energy cooperation between BBIN nations can
assist Nepal in securing a reliable and cost-effective energy supply. The BBIN Initiative has
supported the development of cross-border transmission lines, which can increase electricity
transmission among member nations and increase Nepal's access to electricity. Nepal can benefit
from its tremendous hydropower output capacity by selling India and Bangladesh greener electricity.
Additionally, the agreement will contribute to the reduction of Non-Tariff Barriers (NTB), thereby
reducing the volume of informal trade through standardization, formalization, and containerization
of cargo movement.
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In spite of this, Nepal faces substantial hurdles in implementing BBIN owing to capacity constraints.
Due to inadequate maintenance and weak allocation of funds, Nepal has the lowest road density in
South Asia, and the extant road network is in poor condition. Given that a substantial portion of
Nepal's intraregional and international trade is conducted by land, the country's deficient road
infrastructure poses a significant obstacle. In addition, Nepal faces difficulties with its supporting
infrastructure, including management, digitalization, transparency, and accountability. Local
business concerns are additional obstacles. The transport associations in Nepal have strong
objections to the two-way movement of cargo and have engaged in anti-competitive practices such
as halting shipments, increasing freight rates, and mandating rotations.

6. Recommendations

Nepal must first comprehend its connectivity strengths and shortcomings and the underlying factors
preventing it from establishing a connection with other South Asian countries. Nepal must employ
all available channels to promote a favorable narrative for the BBIN MVA. Nepal must immediately
update and synchronize its national policies with BBIN and other regional and international norms
for effective implementation. Since Nepal's trade policy does not adequately address transit issues,
Nepal must adopt a transit policy. Nepal should reduce non-tariff barriers by reducing the number of
items on the sensitive list.

Social safeguard policies are also required for transporters, truckers, vendors, and workers who
operate at border crossings. The bureaucratic hassles that come with multiple documentation and
paper requirements should be reduced to the greatest extent possible. Inland Container Depots
(ICDs) must be established near border crossings or strategic areas. They must serve as customs
clearing sites to minimize loading and unloading at the roadside near border checkpoints. For
smooth functioning, ICDs should be supplemented with appropriate infrastructure, such as
uninterrupted internet access, wide roads, parking facilities with bathrooms, warehouses, and cold
storage. In addition, it is also equally important to understand the culture and political dynamics at
the local level and address the livelihood concerns of local communities to benefit from the BBIN
MVA.

In addition, the inter-ministerial collaboration between the Ministry of Foreign Affairs, the Ministry
of Industry, Commerce, and Supplies, the Ministry of Physical Infrastructure and Transport, and the
Ministry of Finance of Nepal is required to promptly complete the planned BBIN projects. Recent
government churn has resulted in several independent internal and foreign policy decisions, creating
the impression of Nepal as a docile nation globally. BBIN gives Nepal a chance to enhance its
image. Nepal must also take the lead rather than waiting for India and Bangladesh to make crucial
choices and initiate initiatives in the BBIN region. Most importantly, political parties should avoid
using infrastructure projects for their political gain and guarantee that major infrastructure projects
funded by BBIN and other projects are implemented on schedule.

In addition, Nepal, as a member of such a grouping, would need to manage such developing
geopolitics with extreme caution to look less exuberant and more realistic in its performance. Nepal
must also be diplomatically pragmatic to resolve the bilateral problems. More diplomatic channels
must be established in order to enhance ties with Bangladesh. Nepal and Bangladesh must negotiate
with India for an unencumbered business environment. Nepal and Bhutan should urge India to
provide Nepal and Bhutan greater access to its ports for purely business reasons. This would
facilitate the development of these two landlocked nations by giving them access to regional markets
and open seas.
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In a nutshell, for Nepal to catch up with the rapid developments in other member nations (India and
Bangladesh) and grasp the benefits that BBIN offers, it must revise its policies and speed up its
development projects (both hard and soft infrastructures). Otherwise, the least developed of the three
will not be able to reap the benefits of sub regional cooperation.
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