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Faredt At faeft sraaTadT aTqHT G grgd, e T |
FTER J&A ‘HTE W AT AIH TAT T QAT ATFhe
TAZHETATE U1 I T AMABR TR ST T TATTHT T |
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& AT raeT fa, T FRETAT T JIeTAT A |

qfae AT5F YHE@ AT e AATSH JF TeAT@Id TR UU
THIE I’ F FATR qgelrs Tia f&qus; | 391 9o “afq
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T GEFRA F FoATAT T T (T TR GUSTHL T
FTHERT F TP G | T F [ Heqe TLhRe dIfheed Haerd
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7 fqaor T arerdfy; SUHRRT aetRET argd fadT averd ST
TSRS S F&dl ¥ g fagd o=ag 399 @ig I
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T oIS qaite gdes AT | fae AT Araead e
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T I AT | g9 TG A TSR S THATT 39T
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TEH A ATgAee dgadral IoaeAdl [aRrdl gqdl Ugel HeT
BRI TET & |
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TR TSIl e FREET a1 JANT Gl 9 TPl AR
AIfTTed IACTed? AR TSHFAT TP | T FROT T ATHAT
HTATSAT IS TATSH ¥ U] GeEs, | A% ATasiiAe &l HeT
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Privatising privatisation
Bholanath Chalise

08-14 July 2005
Published in Nepali times

Privatisation is too important to be left to public officials

Privatisation is not necessarily a neo-liberal priority. It is a
process to limit the power of the government and kickstart
the economy and wean it away from parasitic parastatals.

Privatisation is not an economic strategy but a political
decision, and it needs an open and liberal economic policy.
Recent delays in Nepal’s privatisation push has confirmed
that a government without a popular mandate can’t steer
privatisation. The reason is that such a drastic transfer of
wealth and ownership requires ethical support of citizens and
needs a certain expert understanding of the economics of the
process.

The government itself admits that the camulative operational
losses of its public enterprises has crossed Rs 4.86 billion a
year and this does not include unfounded contingent liability
which can run into a few more billions.

Look at the wasted money: the government has spent more
than a billion rupees just to settle the dues to staff and bank
loans of the now-closed Birganj Sugar Factory. If that money
had been used on the Karnali Highway, it would have been
completed by now.

There are two formidable challenges to privatisation anywhere,
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and this is true for Nepal as well: it needs an open and liberal
economic policy setting and a responsible preserve of all
actors in society - political opposition, free and fair media and
a non-corrupt judiciary.

In the absence of the above, the only option left for Nepal is to
privatise the privatisation program itself. It is time to challenge
the accepted wisdom of international bureaucrats among our
multilateral lenders who would oppose such a move.

Governments in the past two years have not even been able to
decide on privatisation of a small turpentine factory in western
Nepal that has antiquated Soviet-era machines. The staff have
been paid off, the factory has been closed but privatisation is
stuck. The reason is anticipatory angst over the possibility of
being hauled over the coals by the zealous sleuths at the CIAA
or the over-zealous ones at the RCCC.

Basically, in the case of the turpentine plant, no one from the
Ministry of Finance was technically capable of convincing
the Privatisation Committee that current assets do not have
a fixed value. What is the use of evaluating current assets if
its value is changed during handover of the fixed asset? That
is why, in any sane country, the current assets are transferred
to the party as agreed between the government and the party
at the time of the handover. Not here. And to cut a long story
short (which includes complaints to the CIAA by the general
manager) lack of technical expertise meant a deadlock in the
privatisation process. If this is what happens to a tiny plant,
imagine the fate that awaits bigger enterprises on the block.

Take another story: the Lumbini Sugar Factory. Established
18 years ago with Chinese help and cane crushing capacity
of 1,000 tons a day. It made some profits when there were
no private sugar producers but went under when sugar price
was deregulated and other players entered the field. Presently,
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the government loses Rs 80 million a year keeping Lumbini
afloat. Don’t the officials know that the factory is virtually
closed anyway, farmers have been selling their cane to private
factories. Do they ever ask themselves if it is justifiable to lose
Rs 80 million of tax payers’ money a year to protect the jobs
of 800 employees?

If the politicians can’t bell the cat, let the private sector step
in. Contract out the privatisation program to a team of private
professionals. It may appear too radical in the present political
climate, but that is the only way to rescue Nepal’s moribund
economic devolution. Donors who have been approached
with this idea say it is unrealistic. Oh yeah? Now, why would
that be?

Is it more realistic to leave privatisation to a government
that lacks political will, the moral fortitude and the technical
expertise to see it through?

Let’s amend the Privatisation Act 1994 which was passed at a
time when we had an accountable and democratic government
responsible to the people and a system of checks and balances
in parliament. The existing Privatisation Committee should
be reshuftled assigning the Chief Secretary as chairman. The
Office of Privatisation should not be top-heavy and be manned
by at most five people, a chief who is technically familiar with
the process and good working relation with policy-makers
and professionals including a transaction manager.
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Egalit? vs libert

The Big Three pay only lip service to individual freedom
Bholanath Chalise

21-27 March 2008
Published in Nepali times

The liquidity crisis in the financial markets may be over, but fears
of infringement on personal liberty persist. No one really knows
what this 'New Nepal' is going to look like, and the election
manifestos of the three main parties don't allay the misgivings.

Most Nepalis want basic safeguards of a prosperous and civilised
state: they don't have to die of hunger, they want proper health
care, they want to live without fear, they want to enjoy individual
liberty.

Nathan Rosenberg and L E Birdzell in their book How the West
Grew Rich have analysed the precursors to the west's prosperity:
".political pluralism and remarkable flexibility.the breakup of
centralised political and religious controls rather than any one
factor that allowed an autonomous economic sphere to emerge."

Where do Nepal's Big Three stand on the issue of individual
liberty?

First off, it is clear that all the parties seem to think that
removal of one man, a reviled king, is going to rid us of all our
problems. It may be a step, but it's not the be-all and end-all.
Secondly, they do seem to be reluctant to devolve the power
that they have and this can only have negative fallout on
individual liberty.

990



THIAT T AThITT HdeAdT

Personal freedoms include the freedom of expression, the right
to buy and sell property, the freedom of movement inside the
country, and the right to work in a profession of one's choice.
The sstate's direct intervention in these freedoms can be through
the military, police or civil service. Indirectly, the state also
constricts personal freedom through infrastructure projects,
education, health, poverty-alleviation and intervention in the
functioning of the free market by using upliftment of poor
regions as an excuse.

In their manifestos, the three parties have expressed their
commitment to basic freedoms, and this must mark an
achievement of the April Uprising and a recognition of the
people's longing for freedom.

But how do they propose to do it? Unfortunately, the three
manifestos get barely passing grades. They have used
platitudes, clich?s, jargon, even slogans, but not said outright
how they will protect our fundamental rights.

Even the NC has fallen back on its discredited socialist
antecedents by pushing 'just social security' and other
buzzwords that have been used to curb individual freedom.
Even on land ownership, the NC has decided to be diplomatic
and repeat leftist market-bashing.

As if it is the fault of rich Nepalis, for example, that the poor
haven't been able to benefit as much as they could have from
foreign employment. It is the politicians, ministers and the
bureaucrats who have enriched themselves by controlling the
labour market. If government permission needed to go abroad
to work was scrapped, many more Nepalis would be able to
benefit from foreign employment.

99



AATIRTH, =1, Ao =nferdiat ezl T8

The UML for its part pushes a 'mixed economy' but follows this
up with ifs and buts and opportunities for government rent-
seeking. The Maoists have not been foolish enough to directly
advocate taking land from the jamindars to distribute to the
poor, but their manifesto does recommend revolutionary land
reform' and 'modern agriculture’. It says it supports national
industrialisation' but doesn't say anything about the private
sector.

Whoever wins or loses, the three parties will be commanding
our destinies after elections. All three say they will protect
individual liberty, but look exceedingly weak on the
implementation part. Civil society and Nepal's international
donors could play a role, but even they seem to be infected by
fashionable and discredited leftism of Nepal's past.
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Amidst an end number of debates that have been taking
place in regards to the hydropower sector in Nepal, “What
hinders hydropower development in Nepal?”, is perhaps
that one question which hangs silently and lacks definitive
answers. From the dwindling FDIs at the international front
to the political instability in the national arena, a lot has been
brought to the discussion table but what is needed instead
is that we focus our attention on the fundamentals, the
basic integrities that have been holding development back.
What ‘fundamentals’ imply are a bunch of problems that
characterize the hydropower sector in the country and those
which, by and large, have been hindering the needed growth
and development.

The forthcoming arguments do that needful and bring forth
those fundamentals to the discussion table:

1. Lack of Transparency

The hydropower sector in the country is characterized by lack
of transparency in terms of issuing of licenses and conduction
of Power Purchase Agreements (PPA). For a system that
has, time and again, been deemed incapable of meeting the
expected ends of electricity generation and distribution, lack
of transparency in issues as such, if not anything else, is an
added ailment.
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Nepal’s hydropower policy had been liberalized to some extent
with the enactment of Hydropower Policyin 1992 inaccordance
to which it became mandatory to conduct needed surveys and
get a generation license for development of hydropower. After
that, Nepal went on to enact a Hydropower Policy in 2001.
However, this Policy was not backed up by appropriate Act.
This has not only created a vacuum in the needful area but has
also left a leeway in terms of encouraging malpractices. And
in a system with no mechanism to ensure transparency that
would mean unchecked fund embezzlements and corruption.
This also signals that Nepalese political leaders have either not
really understood the true economic benefits of harnessing
hydropower potential or have never put hydropower
development as a priority for the country. Otherwise, the
needed Act would have been formulated and implemented
accordingly, soon after the formulation of Hydropower Policy
2001.

In case of the Power Purchase Agreement, the provision
is such that any hydropower plant that generates electricity
beyond 25 MW the PPA for that particular plant is based on
negotiation (for plants that generate upto 25 MW of electricity
there is a fixed rate—NRs. 8.40/unit in winter and NRs.
4.80/unit in summer). Such project to project negotiations
have no fixed pre-determined mechanisms and thus foster
malpractices that are not necessarily held accountable for. This
premise is based on cost plus theory which does not promote
competition and innovation as it is not driven by market
forces. In addition to this, there are no clear-cut rules while
awarding licenses, as the current trends indicate that licenses
are given without following the process of project bidding.
Even when the decisions are made in good faith; owing to the
lack of transparency, they leave behind a lot of loopholes that
raise people’s suspicion.
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2. Discretionary Power of Bureaucracy

Bureaucratic glitches are the other major challenges that
we face. Given that NEA has a hold over majority of what
happens in the sector in terms of generation, transmission
and distribution of electricity, it has the primary say and the
guiding policy has been drafted in a way that it gives away
discretionary powers to the bureaucracy. It is, as such, a major
hassle for private parties or any other interested investor to
meddle through the labyrinthine bureaucracy.

The domestic as well as the foreign private sectors are already
involved in generation of electricity. They are equally capable
of constructing transmission lines and distribution system
according to their necessity. However, existent Policy and
Act do not clearly mention the modes for regulating, if
even a concerned party is willing to invest in construction
of transmission lines. Because the Act does not mention
the needed terms with clarity, it leaves a lot of space for
the bureaucracy to practice its discretionary powers. The
interpretation of unclear policy and law changes with the
change in government or the replacement of the concerned
Secretary. Such a volatile scenario is hardly encouraging for
the investors willing to make long term investments.

In addition to this, while awarding survey and generation
licenses, discretionary power of bureaucracy played a vital role
as there were no clear-cut policies on this matter. Therefore,
licenses were awarded on ad- hoc basis without having
assessed technical and financial capabilities of licensees.

In case of hydropower sector the concerned authority has

been failing to follow the market signals—it has not only
hampered the coming in of new players but has virtually
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killed competition and hence innovation. In the Nordic
countries such as Norway, Sweden, Denmark and Finland the
price of electricity is determined by free interaction of supply
and demand. Moreover, consumers have a choice to select
suppliers in the Nordic market. This leads to lower electricity
prices and creates energy security in the region. Nepal could
benefit from a similar practice (Gonzalez, D., Kilinc, A., and
Weidmann, N., 2011).

3. Lack of Institutional Capacity of Nepal Electricity
Authority

Nepal Electricity Authority (NEA) comes across as a public
enterprise that is neck-deep in trouble. Over the years, its
financial gains have been falling down and its annual reports
show losses. Its accumulated loss reached NRs. 27,534.01
million at the end of FY 2010/11 (NEA, 2011). Its finances are
just one of the many problems that seem to be plaguing the
system. Due to its low tariff rate, overstaffing, mismanagement
of resources and expenditure on unproductive sectors NEA
incurs further losses. Nepal Electricity Authority (NEA)
has neither credibility, nor capacity to obtain private sector
financing. So the government has reduced its share in NEA to
reduce NEA’s loss on the balance sheet. Besides this positive
move, domestic as well as foreign investors are not interested
in making investments in the NEA because of its poor
institutional capacity.

Despite its weaknesses, it has gota monopoly over transmission
and distribution system. It, however, cannot construct
necessary transmission systems for evacuation of power due
to credit crunch. There are about 4 different projects such as
Maya Khola Hydroelectric Project (14.9 MW), Solu H.E.P
(23.5 MW), TalloSolu H.E.P. (82 MW), and MewaKhola
H.E.P. (50 MW) which have been awaiting the construction
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of transmission lines since 2009 but to no avail (Dhungel, K.
R. and Rijal, P, 2012). NEA has not taken any decision for
solving transmission related problems of these projects at the
time of severe energy crisis. The construction of transmission
lines is capital-intensive. According to Mr. Gagan Manandhar,
Transmission Incharge, NEA, for the construction of
transmission line of 1 km. of 133 kV, the cost amounts to
about 11.5 million in Nepali currency. In this regard, for the
construction of transmission line of 220 kV and 400 kV, the
cost will definitely be higher. The government has allocated
only minimal budget for construction and enhancement of
transmission lines which suggests that the government has
either failed to identify the problem of transmission lines
or is simply not interested in this matter. The government
is busy with the same rhetoric in terms of its commitments
and has failed to bring about practical changes. It is also go
to do with the management capacity of NEA because it has
got the monopoly power over construction of transmission
system and has not been able to develop necessary networks
for evacuation of power. The energy crisis will be more severe
if cross-border and East- West transmission lines are not
constructed within estimated timeframe of 2015 because
Nepal will, by that time, need to import at least 1000 MW
of energy from India to meet its energy demand. Here, the
transmission lines will be very important for evacuation of
power from India and for its distribution across the country.

On the other hand, NEA has been going through the most
critical time in its history because of financial challenges owing
to a lack of adjustment of retail tariff for a long time, selection
and implementation of projects with low financial and system
feasibility, and low productivity of human resource.

NEA suffered a system loss (combining both technical and
non- technical) of 28.35 pct. in the fiscal year 2010/11 (NEA,
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2011). Technical losses occur naturally and it is mainly caused
by the use of low quality equipment in transmission and
distribution lines, transformers, and measurement systems.
An independent study shows that various senior level staffs of
the NEA were involved in that embezzlement while purchasing
low quality equipment. In developed countries like the UK,
and the USA, the technical losses are very minimal of around
7 pct. because the utilities of these countries use latest devices
and follow efficient mechanism. Non- technical losses are
caused by actions external to the power system and consist
primarily of electricity theft, non-payment by customers,
and errors in accounting and record-keeping. In all the cases,
some level of poor management of the NEA in execution of
its operations is present. Elimination of such practice should
be a matter of high priority for a poor country like Nepal
because even if a small percentage of non-technical error
is corrected, millions of rupees can be saved, which can be
used for generation of electricity. It would be better to cite an
example of Andhra Pradesh of India because Andhra Pradesh
State Electricity Board (APSEB) has unbundled the units into
generation, transmission, and distribution, while maintaining
state ownership of all entities. One transmission and four
distribution companies were created. They managed to reduce
transmission and distribution losses from about 38 pct. in 1999
to 26 pct. in 2003 and less than 20 pct. in 2008—in large part
through theft control. In the same way, EU accession countries
have successfully privatized their distribution companies and
reduced system losses to around 10 pct. and earned a decent
return on assets (World Bank, 2009).

4. Exporting Electricity to India is a Political Issue rather
than an Economic one

Electricity demandinIndiaincreases by 8-9 pct.annually (Rijal,
P, 2009). It is estimated that by the year 2013, almost 220,000
MW installed capacity of electrical energy will be required in
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India to cope with the rapidly growing economy. The present
installed capacity of India is approximately 171,900 MW.
There will be a great gap in demand and supply in near future.
India has been importing electricity from Bhutan to meet its
increasing demand. India sent a proposal to Nepal to follow
similar model for harnessing hydropower potential. However,
Nepalese politicians feared losing sovereignty. Nepal could
not develop by taking financial and technical assistance of
multilateral agencies. As a result, development of hydropower
could not take place. However, some Indian private and public
companies are interested to invest in hydropower projects of
Nepal. Satlaj Jal Vidyut Nigam, GMR Energy Limited, IL & FS
have taken licenses to develop mega-hydropower projects like
Arun IIT and Upper Karnali.

What stalls this process, however, is lack of Power Trading
Agreement between Nepal and India. In the absence of this
agreement, there will be very highriskandinvestorsarenotwil
lingtoinvestinmega-projectsthatwillbeable export electricity
to India. Moreover, there is exchange rate risk in Nepalese
currency. So, large investments are hardly possible unless
the state gives sovereign guarantee and conducts Project
Development Agreement (PDA).

There is another school of thought which says that India is
more interested in water resource of Nepal which can be used
for irrigating millions of hectares of land in India. Electricity
can be generated from coal, thermal power, solar and nuclear
energy. However, irrigation can be done only with water. Nepal
also realizes the importance of water deposited in hydropower
dams which can be utilized for growing crops. If there is a
proper agreement in benefit sharing, both countries can be
benefitted from harnessing these resources.

(This aricle was written by Dr. Chalise fror Samriddhi,s publication
'Critical Constrains to Economic Growth of Nepal, 2012)
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Conclusion

In a nutshell, it is true that both public and private sectors
of Nepal have failed to meet energy demands of the market
although Nepalese water resources have very high commercial
value for electricity generation. Nepal is under a grip of a
severe energy crisis and a lot remains to be done.

NEA, the representative body of the public sector was unable
to meet its target because of massive political interference and
lack of accountability from its staff. The domestic as well as
foreign private sector could not come forward as expected
due to policy level hurdles while going into operation. This
has caused constraints not only in regards to the hydropower
sector but also in overall development of a nation.

The percentage of Foreign Direct Investment (FDI) has
reduced this year in comparison to the previous year according
to the data given by Department of Industries. The situation
will only keep on worsening if current power shortage is not
solved with promulgation of proper policies supported by
workable acts. Moreover, there should be an appropriate legal
system capable of guaranteeing competent environment with
a transparent system so that negotiation can be carried out
in a proper manner. Otherwise, the negative perception in
people towards the sector will never change. For instance, if
price is escalated by only 1 pct. in a mega-project, the increase
will amount to billions of rupees in Nepali currency per year
meaning that during the entire project period of 35 years, it
will amount to trillions of rupees. In an environment where
rules and regulations are not transparent and fair, nothing
much can be done. Therefore, it is the duty of the government
to bring about effective policy, Acts and regulations which will
help maintain transparency and sustainability in the field of
hydropower development in Nepal.
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What does India want?

India and Nepal should renew the treaty and get on with it.
Bholanath Chalise

19-25 October 2001
Published in Nepali Times

Our secretary for Industry, Commerce and Supplies Bhanu
Acharya is in New Delhi this week to discuss ways to get
the Nepal-India trade treaty renewed before it expires on 5
December. Given the experience of the past two rounds, there
is a possibility that the talks may be deadlocked yet again and
Acharya may return with an agreement to meet again. Back
home he would be charged with not having done enough
homework, or not being able to understand India's "concerns."
There is a strong possibility that the talks won't go anywhere
because we just don't know what India wants incorporated in
the revisions.

Officials from the Federation of Nepalese Chambers of
Commerce and Industry (FNCCI), which had lobbied to get
the 1996 treaty signed by India, has been trying to tell Nepalis
what India wants. They tell us privately that if Nepal agreed
to India's changes in rules of origin and value addition, the
treaty could be renewed. But they aren't sure if that alone will
do the trick.

The FNCCI handed in a report to the prime minister about
a month ago, and only a month later did it become public.
Commerce Ministry officials had not even seen it before that.
Officials there are said to have tried to get a copy and were
unable to locate one at the Prime Minister's Office earlier.
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India is said to want Nepal to agree on adding 30 percent value
as the basis for origin certification-against free trade, without
any quantitative restrictions. If that is done India would agree
to a renewal without seeking additional changes. It is said the
out-going commerce secretary and our ambassador in New
Delhi had agreed to this new provision.

But thisis easier said than done because nobody in government
seems to know what the value addition means in practice. By
one measure it could mean: output minus input divided by
output. This means the added value in hydrogenated vegetable
oil-Nepal's main export to India-would be around 14 percent.
But the FNCCI says Nepali vegetable oils would still be eligible
for duty-free exports without quantitative restrictions. That
leads to the next question: How is the added value India is
talking about calculated? The FNCCI is mum on this though
its officials claim the 30 percent was something they had
proposed.

Nepali officials are said to have asked their Indian counterparts
to prepare a version of the treaty for discussion when the two
sides met in Kathmandu in August. Nepal was assured this
would be tabled when the joint secretaries would meet in New
Delhi-that meeting is over, and there was no draft.

It is not fair to blame Nepal for failing to reach an agreement
as they have nothing concrete to work with. This week our
ambassador in New Delhi said the reason behind the stalemate
was our inability to do our homework in time to address
India's "concerns"”. I would like to ask the ambassador if he
had communicated those concerns to the government, and if
he can explain them to the Nepali public?

The best that can happen for Nepal is automatic renewal. If that
is not possible, the minimum we expect Mr Acharya to come
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back with is a clear understanding of what India wants. India
can help by telling us clearly whether it wants trade under the
Most Favoured Nation regime or continue the preferential
treatment granted by the treaty to Nepali exports. Nepali
officials who see the treaty working well to boost exports
cannot go about guessing what India wants. -they have simply
never been told.

Could India gain by forcing Nepal to plead for agreement on
30 percent value addition? There is a possibility: it would be
difficult for India to negotiate for concessions with its larger
trading partners after imposing restrictions on a poor, small
neighbour when the November WTO round begins in Doha.

A win-win scenario for Nepal and India is to agree on renewing
the treaty as it is, automatically, before it expires. Nepal would
also need to do is take immediate actions to address the
sensitive issues of "surge" and "dumping" of certain Nepali and
assure India such acts will not be allowed to happen again,
because we must accept that there are certain things just not
right with how we are trading.
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SRATINS [AVAEE AN ANEET AT BT | AT | e, #reA
T ¥ HSN a1 AhTd ATIE foAT AR THIes | JeeaH
FIROTS FHATIT AT T FIAA (AT Bl (07T T T AT
Zred FA fauied #H T a9 e fauted & 7w F
EERIC

FRd AT TS WRPR Afhadls  AThel FTHT qaddl
FHETIH TTAT &1 TEGH | AThells HEHT TR0 T Al
TSl FATSA &1 | TS SAid JeTear 9 Al TRERATS
Fd AT FAR AN 9 Frdl g7 | SAarars. derema
FATIT Heard AT 99 Tgel JET T FAEAAT g
MRUHT g7 | T T A ATeAdATe & HAY Il T T 7
ATSTATT TAATATS ST STATSH beald ATSAT AR T T hal
21 AT W &R AT GEATSUR! IHH T3l A HITABATS
FHYT T ITAHT G | TIT dgaetld TATAT b HeAHHT TTaeh]
JEYT b AT (HAled TR TSR GG Todehl e,
8T ATCHT SEATSUHRT THH S ST I¢9T T &1 AT SEATSTHI
21 T eRT A AFR ATH Gl @ TR TR BIAAT GrAT
ATRTETHT 7 | FoTT F T TXHRPT TIAT ATIMEART T
21 | TEAT AT TS, AT STl TZHTATDRT IRTHTT &
| T HAHHT TGT TAATg THN AATed FILTHF FAITTATEY
qI¥h S =TT TR, |
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AlecTehl FAALATAT qAFHAT HUHT ATATA AT Aichebl A@HATS
I FHANEEA & TAIGAT 26l HR aRER Yod FifaRevsr
| #E, ow faufa Ao ReH @nd 99, garaaEerE
HEAT ®IEd FAHY fegd 7 o feur fégw 7 e
TAT JAHHAAT AURA IAEed of 97l Al ol W a&
Poar anTt Sfq ASE Afd @y AT, AT
AfTafepTarE AT AR T TR T afeve fame fEers ¢
HTRART AR Afgbdare Fal W3+ ? [ “H T&r A=A
T AEE gt AT AATATS “BIRA Al H21 A TRETeg”
7 s Igder T 7 qréfeRr =T AT et g W ardl qerad
e | TARET T 313 T GHT AIA1E Wb &g | ATAEATS
frafaa gfar sifag g5 1

AITART  AlgART  ASTANAE  ALIATHT @I I=Adaed
FT aH FAAH THT ITTHT Il T T @ISR HTY
T 3 A FEafvad WIgAHT ol 7T FEl TS | a9l Tal
“FelTs ST TS TS AT ATASIe TITH Arardepl Harar
U T G | ATETT B8 IAATS H(dF FRATRIF g
qIaE, | AMTATT Bred ASAIAh IRl AfTARes Mach HUH
AT TEIANT AR AR TRMIRRIeEATRT ol Hel
qf TeTger W Afbad | AT ATANTH (AFRATERE TS
qfte 74w | dfewl ATRAT AT TUH, BT T HAH Aed G,
AT T ATAT=ATATS THT UfewT AfeATIT A AHUH qrEaaes
TIaT ATAGR AATAASE AT el ATETHT AT qged AT
AT ATANTHT GeaT §4HT qUIEes Ared qgare foara gies < 7
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AT qUEEE Afudeedl Ot dfud ger gfud wel dThars
W SRAF (TR A9 TFgg | qeF afud 98 SHE qraaes
T HAT Ud GITHAT TUHI AAIRTIHR ST T3ar are ar |
FaA<] IIh AT TH] HET Atadad Taaa=ds qre
T HATEHeh! TR AT BTG TS 2l | &l IhTAT
TATE FATHHANT FAMEE gelSd Hebdd W @RI fHartad
PR TUHT FIEEHT FATAHATS AT HATATE T Tared
TIFE=SA | ATErAT & o7 T BTl 7 9q U AT TLRTAT
FITATE JATTTRAT fa TIHAT g FIAT afqaa qfee a1 |
ASTHAINTHT FTATATET AT G FAEE AATTF g7 |

AT forehed AT Yool TTRUHT AR T AfGAGFH FHTARR T@THTHT
daaes AHfed ASUATAT THEE T ATATGHT Tehl Aradesehl
PRaTeFeTe FHAGAAE § AW U9 IR FYE GEdnT
T | A dfrere 9t Juter fama wifueRRoreRt s
fAgeTepaTe FRMATEly AvE AT feud @7 ¥ AT st
T G UTSUA AT BT STeb =TETRUERT T ST | TS ITHT
FRIAT HUHT FATRHATS FH DTS TS B, ATSTETE AT HTH A
| AT GATTHATT TAHTET T Tl § A% qUEee THTTES
TfET T g | TUEH TH THIHT FT T TP AATqTH
FTT &7 | AATqH FII TAATE TN FAS T AATGF SIAT =T
fag w3 |
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Speech delivered by Dr. Bhola Nath Chalise on
Asia Liberty Forum 2015
Dr. Bholanath Chalise

10 January 2015

Ladies and Gentlemen, it is an honor and a pleasure to be
amongst like-minded people and to have an opportunity to
address such a distinguished audience. I'm thankful to the
organizers for the opportunity.

Liberalism to me is a way of life. A set of principles that set the
moral basis to lead a truly happy life - where I'm able to go to
sleep in peace at the end of the day with a clear conscience that
I have pursued the best of my ability and that I haven’t harmed
anyone else in doing so and that I am in control of my future.
However, the journey to fighting for more freedom in Nepal
has been a long and arduous one for me. Today, seeing all of
you here — celebrating liberty in Asia and devising strategies
and discussing the complexities of the freedom movement -
here in Nepal truly gives me pleasure. It isn’t a world I had
imagined I would be able to see. But it is here today. For this
sole reason, I'm still an optimist. 'm an optimist that dares to
dream that truth will prevail - the pursuit of truth will take
us closer to achieving freedom all over the world. And we
need to continue to persevere in our respective endeavors of
promoting freedom around the world so that we can really
appreciate life and create an opportunity for every individual
to achieve their happiness, to endeavor to bring out the best in
them. That's the beautiful world I envision and seeing many of
you here gives me hope that those dreams are not lofty ideals
but achievable targets.
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On this gathering of the third Annual Asia Liberty Forum,
let me take this opportunity to highlight some of the major
challenges to promoting liberalism in Asia, the way I see it.
These are simply my observations and I cannot claim to have
any expertise in the matter but having lived in Nepal most of
my life, these observations are based on my experience. So
please accept them as observations at best - for I am quite
Hayekian in the sense of believing in the ‘knowledge of time
and circumstance’ as the best guide to decision making in a
free society. On the onset, I would also like to make it clear
that most of my observations point out to two of the biggest
challenges to promoting freedom in Asia — Firstly, The study
of history and the pursuit of truth through lessons of history. I
see the lack of study of historical events and their consequences
as one of the primary reasons behind the widespread myths
about human actions and I encourage the next generation
of people in this movement to pay particular attention to
historical events and bring out the truth that’s hidden in them
Secondly, it is the rise of fundamentalist views in Asia and
larger ground that they are gaining in popular media as well
as in politics. This is, I believe, one major challenge that we as
liberals need to seriously take into account in our work.

Based on this preface, let me move to some of my observations
to challenges that liberalism faces in Asia:

1. Relegating individual freedom and civil liberties to the
background with the economy first argument:

Firstly, the issue of relegating civil liberties to the background
is an issue that I fear is going to cost us the most in the long
run. A framework of political freedom is equally important to
a framework of economic freedom and indeed one can move
with the other. However, with the rise of state led capitalism,
civil liberties are relegated to the background. Wouldn't this
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be the warning that Hayek perhaps gave us in the Road to
Serfdom? This movement predominant in the elite of Asia is
yet another problematic development that poses a challenge
to promoting liberalism in Asia.

The rise of ultra-nationalist, ultra religious views in South
Asia as well as South East Asia also poses a huge challenge for
creating a liberal society and a liberal Asia. The social belief
that conformity is more virtuous than individual identity,
which has been reinforced by stated dictated curriculums, is
another major hurdle that we will have to overcome to harness
individual potentials and innovations.

From recently formed Nation states of Afghanistan to long
established States such as that of South Korea, the problem
of addressing the human rights situation, of protection of
basic liberties of individuals is a major challenge. The political
system that we have set up in Asia does not necessarily
facilitate the protection of rights and liberties. Opposition to
establishment is immediately crushed. There is an increasing
militarization of society in general with fundamentalist views
creeping in to society. This has resulted in the political system
being captured by vested interests and harmful groups that
give no value to human rights and in extreme cases, even to
human life.

Even those who are sympathetic towards the idea of individual
freedom discard it by simply calling it an ideal. But why does
the society accept left leaning ideal as an ideal that should and
could be pursued and not the ideals of individual liberty

History does favor us in this respect and a free and prosperous
society is a result of individuals able to freely make decisions
about all aspects of their life — not just economic decisions.
Therefore, we have a lot of work set out to protect our rights
and freedom in Asia.
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2. State led capitalism:

Secondly, is the issue of State led ‘Capitalism I put capitalism
in quotes because I'm skeptic as to what this system is exactly,
for it surely is not the capitalism that is based on freedom
of individuals and an environment where individuals freely
interact and exchange. It’s the rise of these systems in South
East Asia and China where economic growth is seen to be led
by the State, the omnipotent body as perceived by many. It
is the belief that all of the wealth creation has been made by
some grand design of some ‘knowledgeable’ technocrats who
can miraculously predict how free humans are going to react
to market conditions. The belief in this idea and promotion
of policies that adhere to this idea of visible state intervention
in the economy, I believe, presents one of the primary
challenges to promoting liberalism in Asia.

It has baftled me how the intellectuals are ready to accept that
this visible body of institutions, bureaucrats and rules can
guide the actions of free individuals (as if the free individual
cannot think for himself/herself).

Rooted in this belief, comes the implication that State can plan
us out of poverty and we all owe our existence to the state.
This kind of belief, that the growth and lifting of millions
out of poverty in China and India and the rest of South East
Asia has been planned by great leaders who came into power
of Government mechanisms, is rampant and on the rise in
Asia. Following this belief is also a dangerous implication
that is taking hold in the populace in Asia that there will be
a miraculous superhero somewhere who will take lead and
resolve all our problems.
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I would call this belief a misrepresentation of history and
much work needs to be done to demonstrate and popularize
the truth of how entrepreneurship and freedom turned around
the fortunes of millions in Asia.

3. Re-establishment of the mercantilist philosophy in the
economy:

Thirdly, we have been told through our economic textbooks
and through every other educational material that the path to
growth is paved by exports. Exports are the only way to grow!
This has brought back the mercantilist philosophy in the
economic mainstream in Asia where protection of ‘domestic
industries’ through various technocratic arrangements, that
baffles the simple mind, has emerged. This is the second
challenge in my mind to promoting liberalism in Asia.

The belief that South Korea, Japan and the current emerging
economies of Vietnam, Lao have all made their fortunes based
simply on a continuous export and that we need to preserve
domestic companies from competition or from foreigners —
and that is supposed to increase the capacity of our domestic
companies is an economic fallacy. The slogans therefore are
- of course we are moving towards a free market economy
- this means, we will work on creating policies that mix up
market signals and promote products that are determined as
top exports by so called learned technocrats. Fighting this is
going to be another major challenge in Asia. And history of
how South Korea or Japan or any of the emerging economies
grew is on our side. That story needs to be told and retold.

4. Of monetary policies and fiat money:

In the long run, we cannot achieve a truly free society, as long
as our money is controlled by a few elites as they can decide
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the fate of any individual or society by tampering our medium
of exchange and value measurement. Therefore, we have to
work towards regaining the control of our money as it is the
basis for having a free economy. Central bankers with power
to mint money have become the powers that decide on how
economies run all around the world. With central bankers
in power, the most essential of our freedom to operate with
market signals is being distorted. Following this, we have seen
the rise in business cycles and prolonged recessions around the
world. The situation is made worse by interventionist policies
such as tampering with the interest rate through expansion
of money supply and over regulating financial institutions
while providing them protection from failures — the classic
case of ‘too big to fail’ financial institutions. In my lifetime, I
have actively advocated the abolition of central bank in Nepal.
It, of course, always sends ripples of fear to the bankers club
that has become the Central bank. Therefore, the tag of a
‘radical person’ But this I believe is the first step towards really
bringing the economy back on track by liberalizing it. Money
after all is a commodity (a medium of exchange and a store of
value at best). How has this become so complicated that we
often are easily able to forgive the rapid devaluation of what
we worked so hard to earn is beyond me!

These, Ladies and Gentlemen are my observations of trends
in thinking along the policy arena in Asia. There is much that
has been misrepresented — sometimes due to vested interest
and sometimes due to sheer ignorance. However, out of these
observations comes the firm belief that we will never be out of
our job! As someone once said, eternal vigilance is the price
of liberty. I am sure all of us here are happy paying that price.
Our job to promote freedom is filled with opportunities and
so many of you present here today are the beacon of hope.
As I leave you today, I would like to once again reiterate how
important I think the work you are doing is. Never before, have
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we had the numbers we have today. Never before, has private
entrepreneurship and wealth creation caught the imagination
of billions as it has done in Asia today and therefore, while
much is to be done, the world as I see it is also full with
possibilities of a freer tomorrow! I think the power to make
that possibility a reality is centered in this room today.
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TATAF SiAETE AET @, AT T TR FATIEAT ST TBTHT
T R FaT AN I T ATRTAT & TG | 84oF ATRTATA
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g fSsEe @ A A =nfad—araer aEr |
TR TEd=AdTel 01 GHigH! qoyee™ T4 & & 99y 9@y
T T IR GIoa [ESHT BTHI ST, AAMAAGTHRT AeTehi d=ATieeh
FATTHT BTHT FAT FITHT TaTh Fadt | FAsrady Farar §i g9
avaT 9T 997 fadqrr A1 fagraesarg Sifa gor sageRar agrd
qfveror TR FaT, BTHT WHEE WEAT WA ANUR A7(AH
AT giquiied fagr=aer wEET s T It | 0% e,
HATTHT TEEAT LT T ASTANCAE GATTAA hel eaavd ATIH
SARIHTHT TN WA I ST, afadss Teerdr q Heeqor
T Gl Hiiees (TS ST, AN, qAT HFIAT draree]
fifqes) aw 1 o Afqer SusEed arer JuTAEE ATRAT
BRIGRIATE THX SHEY ad19g, 9=al T fawhid  &ar
AN T, TwaT ALFIRT FIATF AT R TS AT =ATHST T
I, FHMERHT A0 A¥hRe Aqear feder & st aqwr A
WY U U, RN FEAT ATH TR Sy T 9ed, T UIT
TAANTFIAER] TOA Gledehl AN TLFRPT (Aehdehl ATV &
Ta T |

ZTHT ABTEIH] Bl ATAT F9T g TSI FBTHT Fel (AT 0B
Bl | 9o AESTHT T9% ATHT THITET FH T G 2Tierd’
TEHT T T AEL U3l JHAl GeIT @A, G Aliagse
EHT SN®hal U Bl 9IS, U GHEET 938 dqarg Twal
| FETETRl BTHT Ufgell TEEIgAr 9l el TUTeET AT
THT Th. T AFGRT digd ‘Il ATENH GTRpIT dalel
e FHHAT AT | FEiET AEd wH T TS TG q=E ALGHT
ZTHT Tl ¥ afgell 8red @l 9AY Sreal gT9l 2raell (e daeh!
foam |
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10/93 ST BT WES A TABTET ATFAT fAER T AT
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PCRCRCY

A AR AT |
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T gEEArs 2 Tad TMRAEE [q5 qE qed s
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ATHAT F=RAT suel Afeers af afer e 9t | S
=AMAH I (AR FHATATIF [UAHT AT AT T I BG4I,
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PRI A9 62 90 HTH T{ATH §aT 1. FMade gl d7
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