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Skepticism of Power

Prakash Maharjan

Power is the capacity to influence the action and behavior of another person
by enforcing their will. Max Weber defined power as the probability that one actor
within a social relationship will be in a position to carry out his own will despite
resistance, regardless of the basis on which this probability rests'. In his definition,
Weber mentions that an individual or a group of individuals holding significant
power can influence the actions of another individual despite facing opposition.

There is a saying by Lord John E.E.D. Acton that goes as power tends to corrupt
and absolute power corrupts absolutely. In a state, absolute power lies in the hands
of the government. We, as voters, legitimize the absolute power of the government
through an election with hopes of ensuring the common good in the country.
However, as Lord Acton said, the government or the people in the government, like
any other individual, work to maximize their self-interest. To give an example, let
us look at our own country. The country is crippled with the Covid-19 pandemic
that was preventable had the government focused on the common good rather than
their self-interest. Rather than upgrading our health infrastructures, despite knowing
that a second wave of the pandemic was right at the doorstep, our politicians chose
to indulge in petty politics blaming each other and holding rallies throughout the
country to showcase their power. Ultimately, many districts within the state had
to go into lockdown where every person had to limit their freedom by restricting
themselves from conducting any activities.

The government, when fulfilling its self-interest, most of the time, steps over the
boundaries that limit its power. The government exceeds the authority provided to it.
It is visible when the people condemn the wrongful doings of the governments that
may either be over-utilization of the given power that limit freedom of the people
or when the government fails to do what it was supposed to do in the first place.
For instance, when the government fails to compensate property holders for their
property while conducting any developmental activities, the government always
uses excessive force. When the government decided to expand roads within the
capital city, people were not satisfied with the insufficient compensation for property
damage. Despite widespread criticism, the government went forward with its plan
and destroyed many houses in the capital, violating property rights and  human

1 Dennis H. Wrong’s translation of Max Weber's definition of power in Wallimann, Tatsis and Zito,
1977.
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rights. The government still uses force when locals protest against such inhumane
activities and continue with their developmental activities.

It should be a matter of concern for the citizens as to why the government
repeatedly conducts such actions that impede their freedom. A simple answer
to this is because the government has the power to do so. Since its origin, the
government has always exerted its might on its citizens. Tom Palmer mentions that
states emerged as organizations for extracting surpluses from those who produced
wealth and writes that “the state is, at its core, a predatory institution. Yet, in some
ways, it also represents an advance, even for those being plundered.”? Even when
freedom of the people is limited, people will always favor the government because,
for some, the government is a place where they can progress.

Countless policies by the government have had unintended consequences for
the public throughout history. Yet, these issues keep taking place. Why do only
those who seek their self-interest over the good of the people reach the top2 FA.
Hayek gives three main reasons for this behavior®. The first, the largest group of
people whose values are similar are the people with low moral standards. He
argues that individuals having higher morals will have differences in their views and
are less likely to agree on a particular hierarchy of values. Next, Hayek mentions
that a leader among people with low moral standards attempts to garner support
from people easily swayed by emotions and accepts what the leader says without
question. Finally, to gain such support, Hayek says that a leader will make full use
of negative elements to bind his/her supporters under one common objective. In
most of these cases, the leader will gain support from the group by contrasting
themselves and others. It is easier to gain support from people by disclosing a
negative program than a positive one. In the case of Nepal, the contrast mostly
takes place against the private sector, rival political leaders/factions, people who
criticize the government, and even against foreign entities.

The government or the people in the government will not use power responsibly
even though it is legitimate. David Boaz writes that “... power is evil, a necessity
perhaps but an evil necessity; that it is infinitely corrupting; and that it must be
controlled, limited, restricted in every way compatible with a minimum of civil
order.”* So, the absolute power which the government holds must be in check,
and for it, the democratic system equips the people with various options. Elections
act as the ultimate weapons against people who misuse their power for their self-

2 Tom Palmer on “Why Liberty?” Chapter 12. “The Origins of State and Government.” Pg. 113
3 FA. Hayek on his book, “Road to Serfdom”. Chapter 10.
4 David Boaz on his book, “Libertarianism: A Primer”. Chapter 2. Pg. 44.
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interest. Voters, if not satisfied with the performance of the politicians, get to elect
a new one. However, a matter of utmost importance is that a proper candidate
gets chosen to avoid what Hayek said that only the worst reach the top. Similarly,
the constitution also acts as a check on the government's power. It dictates that
power to the government comes from the people and holds many different articles
that limit the government's power. If by any means the government conducts an
action that is deemed unconstitutional, the citizens can bring the government to
court. Likewise, separation and sharing of power among the legislative, executive,
and judiciary also help keep power concentration in check. The legislative frames
legislation whereas the executive executes it while the judiciary judges how the
prior two branches carry out their functions.

John Adams once stated that “power should never be trusted without a check.”
But even when the power of the government is under check, the government goes
overboard in utilizing its power that coerces the freedom of the people one that
it should be protecting. It is not as though the government can ensure complete
freedom to its citizens even if it does not misuse its power. As long as some have
power over others, our liberty will always be imperfect. We must therefore be
skeptical of the power and ensure limited government as Henry David Thoreau
once said, “that government is best that governs least.”

www.samriddhi.org 3






ST AT

IRORDI JcUfct

Y Uk ATTAHT FEhTT T o] FATNT &7 | IOl ATTHATE gTHI ThHARET Ay A,
FITHTAT, T AGHT AT TREHT g7 | T @Ikl ARSI Jafael § eIarg Arsiepl
ATGITF AT ATCH G | AT & ARMIRE Had TIal @d FHSHT 989 g3, el
ANTETE T Fe A2 @IoTesdl AT S | T ATIGHT (AR=de GednT ¥ ATIAIEAe eTHrars
AV IHT AT T AHTEEH Ted U Tag, Sa G¥H BT UHAFET Fedbrd T Alhbeg A=
farvamar et @y |

TS WA AT GAT GHTSHT TRepeqAT TRIERT 8l TS HARATHl ATANTFAT Teqd g7
AT JNTETA T FEANT TeATs WP T ST TeATs Folrd (HER e | T&lHT AP A
TS TG |

TFR TIAT Wegh S &1 TqATE GgeTHT aeAebl FANT T THHIFR g5 | T Aaee
THTSTAT F & AT T IAEsel bl HITaers e Faed] Foerel T AT ¥ ATeqary
few | afeTars gr =afthers 9ot TR AT TEIOT AT bEl A9 AT ¥ ATTRR ATCHAHII
T gfqergar 9f T 1 g afeqard gt AfEEEATe ¥ WXERET IR WA | AfER ATgese
ATHT FF FA ATHR I T A g [T [ageed a1 aRom § | a7 T3er ATl q9h1e
& B A HITEese GHTSTHT AT HIH T T GTHiad HTAAH Hraadd T4 AghR TFRATS
AT | AHAEES 9% ARTFRAT AT TSTTHT LTI TG TAHE =T g0l A1y S,
AN T FFEIAH! 21 fbaa= 47 A g I AIaeh! TTehided T A9 g AITa |

AT FUTeRERr AT &1 F TFER Jgof 998 ATchesdrd ATATHIT g, AHR, T WA=l Jae
T AT THFREEA THHT g3, | 9%k T &1 A9 AN AThesdl “Siad, wdeaar T gefrer
Qe ATg AR T THE &7 | 9 AT ATGTIT a7 Michebl A1d A 9% T AHIHT
AR BITUTAT I ARFR MGl GEaTaaiiTd’” T JURl AAT ATCHATT TRUH 3 |
TYTCAhT 09 FTAHT ST STUhT FATUTT IT TITeehT ATTHHETAT TAH ST ATl STTH]
fafed g Ha=aT e B | Y qT TAAT ATh TAT FTHT AT =T T ¥ (=07 T Jege
e U AT AATART FAHT IATdT a7 aRd AT MEA {1 =0 T g=araq Taed |
TGHT AIAS AT BT T GCHRA AF ATE ANTFEEH] ATHAT a1 GAdT 95 HTH TS | 4T
qI AYHRT Ifchebl FTT T g T AIIATeTe T STh 2 |

TS WTAEEH e ATFRATE GANTT T aTes A% TCHRFT a0 FINTT T JAHATS qeisd
HUY B ST G | AREREN FHeE FAT ey SAfq T8 fguats fHivea S arfer T,
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AT HTH AT Ao FFITqeh! qRigers agiad T 943 |

Hifdra o fder?

FAPT TANTHIIHT THIIFR ATHAT T STATGT ek &7 | HA ARFRET &b FIHATS A=
qfefafTs ama S @ | WRERET AGEHT F [FGHEHT HAAET Ged qibad [hae & ufq
THTS T AT WA 85, 99 PR AT 78w | QA GRHRH ATIRUTATS I A qdrael
FIA AT TR B T Far=d ARAqd eTadred TH, HUL A [qoed WH daqadrs
T-RATIAT T BT T 3G bl B | T RAATHT FIBHT TR FITHTT, Toretichent
fafa=T oTAT ok ¥ ATIPR FHAR! JIFERI0 TR FiqaTdel qihedl aShis, I T Fqaq
YR T 9l Iei@ TRUH F |

TRHRHT ThT AHAT B ATheTE qraebl ¥ A Albad | fpa9d Ies 9iq 9% Aramo
TG ATIF T AAANTE g GRIAAHT TS [hIAHA AER TS | TPl HAAT TSI TR
af SATHITT T TAN HEGEE g ¥ IAIEe 9 Al @d qfd T Toedd grar | =FAE biad
ISAITAT AT TACEHT qA TTF T ABAAT T T APl AATH TR g7 575 | TALHR
AT TASTAIAH FAPT AT TS Tedl STeA G AlehaaT aTfehepl AT e FI AR Heed ol &7 |
TE1 feT el SHTese Ao Aatviliee q9Td, aron ¥ feafq gfq g w5 |

I A 9T AhATE F-HITAT ik geATaRT I fqeArE T AiepaAeTiRdT gANTars drErA
Fied AHATE &S HIAA THIAH ATAF AL g Sl B, | WG, THBAA THITH F=ATAT
g PR T FXHRI ATghTIEwer! qich TANTHT FAT (MR AT AWRE ATTPRE &0 g7 996 |

ThFAb! AN ATANAT T ASTHIAR TABT (ol WTTATE AARAETST YT BT HIHA
FATIRIT ATEAT TR AT a7 TR0 fovel <arss | fhase Uger Jfea quaames! qarems
T U AT AT AIATSA Al aArS ASAas al GRepr] HHARE 9ai] aHd, q9Te,
T T GAAT gEAIE TaT TSl FE9T AUATS ST A 76 AWAAATS FET I T | TEd
F U ARFRA G FIGIRUPT Se9T T AT & 1 A1 IO ®IHAT I Gaad [bA9T IAH
aferel famaTfa S2eT, 19 ¥ FaeT EOAIARERA d HIHEH! AT SHIesdl qed YT T
AT TS TR |

R0y [ AIGHR AIEATHT e PR “qAT RN qEATT” T AR 58 ANTETTAT Srantea
TTATISTF FRETT BITH IFTEA AT | AGH] 8 HEATAS AT FRAHHAT AR 8 dledl T FHIST
HATTATHHT THIGHAT ATRAT T TIh-TdF GATBRUHT AN GoAT (qRd AT T G0, aAfereprar
ASHIRETAT ¥ S0 ATqfeebeaiel Tayfe & J@IUHT God | 9% SATHbars SHlchl qiaen Afqug
ATTAT AT AT ATAATS ATHTNSTR REAT P! FrATATT HHF AR THTR A |

T HITAT ARFR &0 Afh & Tde, Aae H=al I ATl AR Fered T TeTa9 v
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TAIE, | JIF SATHAI ATHT SaeehT A1 ATh TATSH T GTHAT B AT q¥Ie, Tl TR
STETHT FXHRF FHARH g&d&] ard |

AT AedRDI DT = ayfdidr

THIGI FTHRATS FHIT b vl TRET Befe TN G | Tl GITHT GLhRehT [aUTAT Hirge
T AfeeTehl STHTATAT vh 8% S&dl HEdad § | Ugal @aed FHISE L9 T T8t 77
FHET Ah] AIPRATS BEATRU el Tfehel’s @l fafesrd safHepran area qrer qeepret efh
SIAATATE G T FANT & A foF Fqel TWaATers 5 R IR |

200 Y qfeet UEH I TRHRF! FH FAed T AfHHEN T AGLR TGH 90, @Gqa T dfeed
A aRadT ATEaEH g | aw (qERAT SRERE qAq: 3 Faed g, dedr  atfedl qoaare
TSR] TETT T, AHT THTSTH] 22 ATHHANT AT AATAG%E (TR 8T T T AT el (A=
ST ATASAE FIH T FEITEE @7 T AT FAed S Ty T8 FATAT afrzdn, @ €1 aredr goraet
BREURIGE

afeel ¥ AT FAad oAl ARl U G | 9l haedel 9 dal TR JITes ISTUH S |

TN FHAAF AT &, AR ] AR & &l A ST @ ATB AqAd ATASATb FTHT
ICATEA TR g% A9 ATASIHBETHT T§= g a1 [adRur T & SNl aEqesehl AN qRehIeel
FAATIRUIHT Tga T [qrileeh! TURAeeh! M=adn T de | THHT IITEX &, ATasiiAe qarraraH,
% AfE | T TGN AAAS T&AT TEIeoh] IAGAANT ATatoT e @MTHA a1 FaeMae g aled
S WEET ATAAIF FERAAAR] A T g9 YaT9ale eTadrare Jrad sia=sm |

FE T YATETH FTTITHE ICATET RISETSAF g (b A (A5l HEATEE ATHT FHIST I¢eTaTE
e g I ATAITE FETH FHAREEETN gav | ARFRT FHANEE FETH ATRIETE STTal
AT TS | A TET, TR ST AATAAF JaATes I (il Taeaeiedes &ael A T
TAHT a7 AHSA | AFHT g oAbl MAAATAT IR (a7 |

AT FAA ANl 3 AThd Uh ABET Wogd  PREAR TE AGH TG Afhel Faa
e FATE (FTZET a1 &fd) # Ha=0r &1 | Tt Tl AiAgepl fawiiare fHeher e gl
JH ATHE! FEH! FeR BER AT FAFET “aed” a1 “fgHs” #1 q@ee Jd Alhd (et
ST § RIS | TH AT IAeeaTs ThARqaT &fqufd faq a1 SHeware e de] s
EaT | FATEART ATUTHT JAATS TR AR FARAAT I A3, | G- A HFeeerl o= =t
IR HIAH AARAATATS (6 T AIHRH TEALT ATAYAF g A2 AIHREBl ¥ HIHEB! 91
JET Afh qEET 7o |

AITTEEE GIHRH ATHATD] FFATIAT I TSI FIAB] AARAAT AT & Tl BT I fordweg |
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afs =AfheseTs Fae BT NS R ¥ &(d TATAT ST FH3T T(hA T A g7, T ATHIHT AN
qfe AT FATTIOT FRT 8T | AGHRT AFRFN TR AP ATRAAT (TH I g2 feafaars
v TRHT (AR g S | AFHIY ASTRAT ARPRPT geqaidel faepd Al a1 sedefa
IR T3 TFa |

T 99 IAF AThET ATHT @I T YI grgiEdd dfde Usee AT @rdard T
JeTA IR S HIH TG | ICIEH ATHT HIZET THAFH TS dATerS T STARRI ATFT
T FTEISH AR GG IATEH T FTHATHIA ATH[ TATIRT ATNT HTH TN STSAR AT HTAEHh!
FIAATIEE (AT 7T, T Gl qenieafd et &= | fqges qergarg Sfga wel- wge e awk
ATE ARIAE TIATHT ATIS, |

TE EHT AU gWR FAEATE AYW GRERET qAAT e, AYHREl TR AR AATR
TARATTHT (b AT g7 | AT FAAd AT Tab o [ ALFRET ST Flged I SIS Za |
AIFRS el BT A T&] 3had gad ax At fafafy Teeramer @it TRER dEedE ged |
I ST Heed BTHT AT tadierT FTEarems fave, cafa 7 aeabeept fafardrer Tar Gaauamore
FH T THSAIS, T A ATALTF G |

AT BT AT fagaTe ITT T4 ) | TIHTHT ATHT FABTAAT % FT T g7 T, TR HA T
TfAfaeT Teheiie q& WIS FqATE [aRe THTITHT ATSE | =8 AT ATTeTer Grerered qoherd]
FTEd TR AT TR |

JATETUHT AR FAATAD] 095 /0% H Foid &Y HIHI G | Hel JHT AG w41 A TH.
ISR FEHA [0 ATUH T A L000000 TUTHATS FHAFH (00 faTE! ISR J&TH T
YO TRl faan a7 a1 d. 3099/ 9 {T J9 FTAHAAT Y3059 HTF AT & AW Tal TUHT
T STawer 9]% WReT el ISR GUF (ITHETI@ld! Faredd I9 SEahaarg ar 1
frdrdar “arearas®” T Tt TT FEH ARET gars ¥ fai arantee qeerdr qraw afafred T
I TRIRATIA® ®iX F=Aad 9! (930 a7 Fa7 aeied Afeedl aoicHl FUH "1 a9

FAHAATS (a2l [ageedl & |

e FheH! AT STiad [EATTET ASH AXHRb! ATHFT ASTITIE, Tl AT AT & | Aleel BRI
STTHT Fhah! QTG GaTTal AT [aaRel B Te%a ITeReadl B | GRIMAT qUH &3 SaeATg
THEA T FHTLT @iistas, | a7 Afea fafqarg e T @rguasr s ge ggst fedmn
qi AN AEE |

THF! qTS FHRH HEl ShEad o, FEr=ded ae a7 le-gHemie arogHd dqard @d
ATSAI T ARFRET AN TATS ETHN TATET HAIecA] FATAqS G AT | T HETHIIHT THIAT
FATZURT AT AWt IRT qfsg Al el AT foF T8 RATAT T2, TARET A=TAT AT
AR 3@ ARE [T AFEREwE! JAeTArs qiT A AT |
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IS TTRHT Fel AT 9 qIFFT g | TIAT THT TIAT ASUX ATTHT GEIT AT ATIHT
AT faawor T qfFeT & TF FY AGAT AT FEATIHR TALAETERT g, | T qHebTers
fTATS™ ATHAT TRFRET 9Tk FEal & | a¥ TAT HATIHNT qRehR Tl areef feafq 21 fease
IFR ATHAT IATGF &0 & T AYHR GYSal FRaTATEEHT (47 7 |

ATFHT FAAEEATE T Aes (IR0 T4 Yafd Feal grg [ha9d UF T IJ&aT Hrshad
RFRF! ATHGIA TS, AP FY ATHET T ISTSaT ATkl ATHT gav | APl TAAT AT & I
TRFRA Fieed I ol TaiaerT TR THaTesd 9% el T R THIT FT & &1 97 79
ETHT AYHRT EEAENT T TG, AT E&qarde] T3al AT THeehl Hed &l qE AThewars Hadl
O IRTEHT T T AN AAT g9 | A%h FAIH dad Tl Afqe 9 99 GHgdl 9ER I
TERA FAMq F4T AMIF FETIATH FAFHEE AT, WiGes Afq qHT THeAT Ffsa 90

CTHEFT HILaT ISSH T Gragrllaedl THEd del SUAe! alided TH AH Bl X AT AThasadl
AT TLFITEH EETENTA IrEeh! (AT e o=aT THT A9 A% AGT &7 |

AR gve | TIRATST et ATHT Atafs Toarele T T QR §75 | G @9 "era derse qwal
TIFHHT AHFT i g T [aTTHT T=ra g9 |

AT A, 099/ 95 F TSI TqT STFAT ASTAH] \90% AIHRB! JTAE Golehl AT SEATSUHI B, T
JR% A GSIRTA AT AR GeaTsUH g, |

TT a9 FGATE] (SRS @ATA FATSAbcddh] WA @= [Aaadibd AN beg, JauT ¥
T TEHT @S MRUHT AATIYTd TUTETE oAl @esl T, HH= &e=l Hardl T,
Iudteafed ATATSATHT THH Al A e STl Hecadt T Aretae o e et
FYRTT YA T [T TR AT Te(hell qIRTels TaTdl TR AR BT ST AATa9IqF
AT AT Afehe, A, GHRT Tl HIATE Hecd [Ggus F |

TFNEE AR AEAAE @ Faldl, (Haeafaar, Jaemassr &1 Tod av A &7 Fraraad
HUFT YA | IS ST FaTa FT @bl qATT BTEH, FXHHT AfHFT BT A Tars
B 9 @9 ATh (I ASE |

0GR ATAFT FFITAGT TATA Hr4Iebel THIHE AAIUTETITE TIAcT TUX T HALATHT AT
FEIHT MUH G | AqTAd A9T ToATATH AN FFAar sRfer TH el TSl g HrRo
TRERTEG AT Fealeba TATAPT ASTA(TF, FAEF ¥ faira qumeirars fasbegred ¥ qadwar Jeell
Jeq A (Hafa T ar |

FHIATT TUF ASAANAE TeAbl Aqcd T FHATIT o AT BIETAT ATk (Aarquraices! 9o gfqagaret
HET T, | Afeel IRPR ¥ F41T Tehl g THE ITAIdh TAeTHl FTqcd T IoAIGET FHARIEEHT
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T Yiqagarel A9E sfaws | ofth [afa= IT-MeT FRFHRAT ATSHIS g, Tchebl Hrgleh0l Iad
7 el TA=AdTR! T8 T ATIITF & |

AThe! EAAAAS TG &l Tecdaid ATTH A AT ATTPRATS Hel  ATTERIT
feafqeenr @gfaq 7= awwfa far gevaers T Eneed AfguTT ar wEAE Cqyenira &t
Hreptee qifeafd”  STEr eRrEelidl TART TR GRPRATs @-{qaebd Afger e e i
fawy fafaas g Staa STERT aw1 9fF F€1 TRIART gq Aaws; |

TATeAeRT FfaaTeer af AT I AR (AT qewep SHAEAT ThT & T ATCATHT GLHTIA AT BRI
Hiferer gehelTs JITHT T T, | Afgedehl THAAT ANTRHT AThLATAAT T Teal Ffqaee aaws; |
AT TRFRFT THGFA HAaF T AT I HISATAT THE IATs AT (e AFHIT 9a T o
fagredfaes el ater a1 Afgeafth fau, =T avasl dTs" i Teal B | Tl TLHRA TATAHT 52
fg#eTaTe 91s fader a7 T | fFas e AR TRA™ SAar ardir audE drad fafearesar e
GaR ¥ AT BATSTHT T Gl T AH! [Sied TaRA TRFrH deanes Ha= fawg |

v foF TXPRIGATR! Sl “Ual, 2 ¥ GEl” v | F Ui AHRA ATRETH & ATFR
TETLGH T ShSRTSTEEh] THTETT TR ATHIAE e~ AT caaTs Fef T =90 T3S | AThEwa =]
AT ShORTET ¥ T [eU0 T JRqId THT GRATT FIAAewd! ATHT 61 (Heqer Hegeer a1

[UTareRepT ATHeRT Ao TRFRH HA H A ol |

TIHRATE 3T (M= a&T GIHTHT e ATIRES SR HA FIAA AGeTTHT Ioord TRUH 87, |
Hfuraer TR Qichdrs AHTET JEE T FGgdr JE 16 |

AT THATS qMeed § ATHN AMETH=T TE Tefs A T Achepl WA=l 99 AT g5 o
Y AT AT TRITH 97 | STRETEIHT ARHAGT [afTe] ApRewar= Tehl Jeliedd faear
FeaT Ui 9 TFHRETHT SfaT TSl AR GHEIHT S faqq avad dfawg, 99 21 o T
R TEIANT T TATETIFA A% GHET FEA A T, T 213 T8 GEhRA & T T
T FHITT &7 | AleTad T A aal AT PR AT ATIROT & &l TRFRATS dfaqdr T U
FAFAHT TRANTT TET AT T ATPR grg, A Al TGS, | AATT a3l ATITHT a1, A
PR TAAH FIAAR JHTHT AMTTH FFR 2T |
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[}

FIAAER! AR AT &I FTAA B! & &1 T I¥ AT 873, | AT FdeRATs A
¥ AT AT AR ALEAATATS ATGTHET TS FA T FTAA &1 | A qAd, TATH, T
¥ faeaars o, saterd ¥ iaelie a3 |iedr &1 | FA ARTREZRT Tl HUH BRI AT
g5 | Gifeqars =T Y& ¥ FIAAH! T AHT SUE TATIH! AT §7g | [ 397 I fepteareept
FAAGRT F=ANAT 55, AFATS HIAAH! ATEAFATE AT 9T T Aleheg, |

PP FAAATATE TR Ta AT HALATATE FIAAHT 9T HUHN TALAT T AR |
FTAAHT STEA TR Ffqeme, fFoT Faars aeer e amE Fe T T Gefd 87 | FAEr
HITT PIET E47 T AP AT Foled T, T~ ATURV AT 2T, HTAART QAT | TAIIAATIZIT
ISTaTfeh HT=AATHT TS[HT TTHT FTAT FATAT g AT 7 FTAAR T &7 | AT MFFes FIAA
=21 Wi g7 et s faid @ 1| FA @TF FATMHERT S ¥ A aad | T
AR ¥ TASAREAT TFRHT AAATATS ANTHR TWH 573, |

FTAAD! AT ATIRUMH! FATTHT [TFeeeh] FTATTF TR Had Alhrg, | JAewed HATaTs
TERBT AT Afehells (Aa=0r T9 Wreqq A 90 | T 7 Srgdgrr gfag anrguer ai
AT "Government by law is superior than government by man" @Tg 9T HIAAT TEART AL
TS Il T Ficheg, | FIAAR] qMEAAATS (Al A, FIAAT AT THT Aol TRUH T8 |
FIAAT THA TR ATTPRIEEH] HAATAT (3¢ Teh THTARRI 26T &1 | Bledell araier o {gray
T d@rmfadt wafq "waer fagaer gt wer" fagrad g Stdel gEHEar ¥ gren
e T |

FTAAT ATEAF! (Tl JeIF HA FaE aarsd 9oy (Erd Ta9, 9% T9d FAAR qHE
THTAAT, TTehfde =ardel g ¥ @ Aaaiad] Sl AaRgd A9gRes 93\ 6 |
el faegaT Eafhel TEaedrel T TEG | FIAAR AT AT FAT FHA AT ared
T fagT=TH e 3 |

sfdErR 2 Jwara

FIAAT TR SATH F&ld THH AN AR HETd Ik, AT T AGATEAGEH gRUMES T
FIAAT MHAHT TRATEEAT faeeiwor T afebes;
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2. gifezclca

AvEEedd ATFl drba frdre difafcd @1 IAE AT FRT AT B IEd g a1 SaH
FIAAGRT AT & I &7 T I I3 | I g IMH faforg& T ®Tgar ¥ ThTgar Hew
TR PN FWRTT AN ITH FIAA el faT FpasTe qoroterr @il Fere=a1 Sk g+ ¥ 8% St&r
qfefeafae®ar ANl T Al TR 7 fAf@d T v

R. B &l SRR

T qR9U FT AT FTE ATs FIAAH] AR AR TR AT TUAT I THFT TR
yfqaTaes JFIRIE AAATEErHT FEAT THhAR T S SR (A.V. Dicey) @t faq iemg | a9 95y,
AT T feafve o @ WA STAEI fafgel TEAe aRed QU | SR sl radars ateal
qash gl ®IHT I=T I 1554 AT T ‘Tareddd € & o q%h Hi<e=qdaq’ (Introduction
to the law of Constitution) TH® TEIHHT HTAAB! AR ATAYAF Tcdehl TTAT [TFATANGT T
TE% ¥ET U T Fad T TR |

() OIeferd! for?Ugl AAfTadI (Absolute supremacy of law)

P aTod g, HIAATRT W PIET T o, 9TEAF T A go FIAAZRT AMITHT grage, T
FIAH THITH ATeF FAATE T IS T ITEe |

() Eﬁlﬁ@ﬁﬁ[ SIS AGIGIAI (All are equal before the law)

FIA GHE ich, AR ATTFRT T AHR T AT grgd, Tool THI T HITAHT AT TS,
T AYFR AT AHERT ATFRIA FATF] oo TEHT TATAT THE IAEe Aq F IAvarT v
S ITALETA FIAAH! I ad T+ ATHT ATh 78, |

(o1 =ifderer ufvma 8 dIda elsel

a1 fa=me GoenHE SRS &F (constitutional remedy) T TG B WF ATAR ATHT
FIAAH! (A Tlee g5, [dTeed! ATRAT afg Afaaraas AT g ¥, I9 HR, HTAAH a
@ HqgTIEl G &, HgdrT BIAAT AHAS] Ui BT A (9 g7 | B Giadrepl qrAr
feagre &1 afeomw &1 | e a9 T aeraaar aRrader v arenfid wfaar @ e
faa), ad =g fasusr fvaes yoaer safdet afuerer aravaar dfaem @ fagrde

oo

a2 | HeTades AfEReE gHradedar g |

www.samriddhi.org 12



wiegerar T @

3.  dliced

FTIART SR TRATATE A R TTHI JFTHT ARM 2T WiEThal 3 (o9fid oI @ qF
JEITT fehaTershl JIT A% Tad B GRAEe FeAn foq ey | “fefie aw @ A/ s
oTfeTeTg aaedTierT, HTAUMadT ¥ =raTtadE faafaa 1= & dvrare difeusr &1 gerad
T ATIRTATS Tich AR AT AT AR Gedl Tk TIART Fa7 | SA1 T8 TRATIERT
PR, TALATTHT T ATAANABT He qichebl [THTSTH THFT ATTLAHRAT T TAAAT TagT T
gt etfeh faraTSTal 3AT 81 &g W S@Tsd ahd 9T |

g cllel WeR

FTAAF! T JUTAEEHT T ATAKF ATTHAT &g T &¥eh Thel AT QNI ATATHRT T
AT T T Tb AT BTl T G | FATS HIAAHT (AT AfqTehar &1 o418 faegraes oot
g Tl B
q. T AT
BIEEIEE]
ATTAYETH (STTbT AT ErgA AfTebl A1)
. g
. ferrgmaE 7
Tt feawan
. T T qF T
| TR TS AIATE AT AgA

< W W

N 6 M x

Dlefeld! ARIeIDI Rigleass

FIAAH! qTEA Teh ML FTIRIT 21 | THATS AT T el G | Tdb ATeheb! FIAAT AR
TR T T ANEH &7 | FAATE AT, AT FIAAFI Gareadl &, FIAE Aqrg fo AT TqsadT,
raitaerar, feamdr afs g | FIAAHT TP ATqF Fqel ST AEhUl Ay fava = f
qrde Rl FRThevrars & Afebrg | faed =ama RUTde daR HEAHT MEFH AR qrEiiaE

faeraes a9 YRl B

. STRANIE, AT AHR ¥ THT TRIIFRT T Tolvaed A A= TAThael g |
3. (IeT F1AA, AATA FAT 02, TG, (FR, (06T g7 | HTAe Afch T TPl dRet
afed Aifas Aferess dRaT TS |

3. AT TWER FATT FEA T TGHT JEA TG=ANE, (o987, T FeTH &7 |

¥, e ¥ favaer =
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DIG[OIDI RT6l T DIJoIGIRI Aol

FTAAHT WA T FBIAGRT MEATH @9 a1 qatad ag a¥ 1 ggar faer foaera wek
fagT=ae® & | FIAAHN STAA FIAAH FATSAATATE FATSS; FIET T BT qwaT AT gad, T
A AT T ATIREE AT BRG] AGTHAT T8 T9 G | BIAAGRT AT el qHFas
FAF AT AT G T obd TG, | MMEAR] AT WA MAFaedls HAAMl T &6 (475 |
FIAAHT AMEATHAT T FTAAA AN BEER] AN ITTAT T, AT IR TAAT §aT ATE ATREEhT
FEATNTAT BT 875 T ATALAF JLHT HTAAe®E FAFT T G Ak, | HIAAGRT STATAT HTAAD!
TATTHTTRT AT E75, FIAAH LI Ead, TRPRPT ATA o, T (80 AT STAarer goq
TS FHRAT |

A1 fagTdesars odh Tler TTUT TR AT BTHT 099 T TUTAHT TITETTRT HEATITHR IETE0
for ga | St afqar @t rar ged afuuedr wie Afwe arde R, asreeese el
FragTagaT TaT aRIR faRrg ygeq THere A HEw g e | At faw SHarer 79 s T

wifersr wAferspTeept fareg T foar | A7 HIAAGRT AT T TF IITEX & |

DIGOIDI RIIDI SARIAEH

THIUA Fledl, “HIME 9 @A g7 99 IqA Hl(e Ath THS FIAAR] A AT T Tei TeAH
fau | graeer 9fF ST qETE A€ € FheH W adl TR {F FAAH aET IR e (liberal
ages) HT W QU7 faerfad g7 @ebepl &1 T AT WA= el ITAST 8T (e AT § Taceciepl
HA &9 & | FAAR A AR SAThepl TAAdT T GRETH! ATl 8l |

iderfoiodr 2 Rifdd JF=oR

wfaar ¥ Gaunfaear @a sfaw uft afaerT aeaad srarsd fagreasr JuTe 21 ST et
T3l AT AT &g, AA(eh FAUTHbATA AL Hh TIHRE! AAATATS AATSS, | [T9eepl T2
WETHT Uk HaaTd T, I g IR Hiaurd Gd fEqeEe gder ed | FIereare
AT, FTANART T FATTAAR TATST AIIGIE T Al Afchel Heaqo JIATATArs TS |

FTAAR AR FgTe TR FaATzerd T ARFRET Ao @faaraard fafad g+ sraeasarar
AT &7 | FIAAHT AW THE ATde® gra: diedl, fatad a1 Fifehies dfaar, d@r #99 «
T T YR HTA | ATS FIAAGRT AT AN & &l 9 Al FISHISS FAA gA9ag I ATqH
AT fEdd gIeE |
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¥AcT6d < XAIfEl6l GIRIUIfCIdI

I~ SRl Teh [ATIaTe e Thl STehT [aq~ [AehTIe® ared Tchewdl [aarad & |
HIedhel TAeAd] Jaed T 19 FMebdes W= S0 o g I g 4 g | dvad
Tfeh Tob SISHT AT HIAT AT T TUA g7 T Ardehebl TATE 3 |

Tqd AFaA T FAAAR AEAATATS THIT T FAANAHT FAA EII6S | BRI
AT =TI AR AAIHAT &7 | [aaTdesdrs ARATHT TATSH T HETHT [Aqer femaret
AT T FAA TN TR FHETT THHT AT AT AR ATALAHRAT 87, | TAA STAcATh
TR Gt ARTET FTAH AES; | AT =TET T A TTEEeb] TR [qeARe ~ATITITHTeR]

fuigers gwifad o g |

B ATAANASTR AT & ATIF TARTAART T AT GRIATH I ATl TH9 &7, |
AMIF [ATAATRA TR ATAATARID AT ATTPR & T [aemiaaprgRT Faror st Fa
FHITTH TATSURT (HAHES TIT TTHE (BT AU TLhT (MU TIT Pragwep! TdTiebal THETT
e, | =T qeRTadredd I GRpRed! [Feradr aar =Nfae Faradr Hras THH AT Feeaqor
Tqed &1 | JMTF AR ITRTF =TT faeredars qude g T 41 § T@a, qerd T fqoqe
FTIAARTET HH &7 | =TI TARTAATR ATk JARIHT T FrAATHIRRUR] eI AT AT 3 |

=TT qeRTaweh "iaere F9ied  (Amendment of constitution), F&gaTe fAfHa ®w®r F9
gTtaebarel qieer (Judicial Review), Feamdifsa faam (Delegated Legislation), Tl HTH
FRaTel (administrative orders) AT @R &+ |

®Iooil AdTTeTcl

FTIH AT THH & AN EITEE, | AThel T, ATITH AT, 9Tk, a9, g, Afgep G
AT ST [aaReEEe SHEATS Fi BT AT T FLATE 9L T Z4T | FIAT eIl ATNT 70967
¥ TaRT gAIEH | FIAA T AT TIATEH TR & | FIAA HEEd T U Al G4 (HeAr
Teal B, 0 Ages 9= # BEdr GHE 96, FAT MWL gIIEE T BTl Afae qeedd

FAIEE | FrandTeTEarT faguar vty aeETIEs, & a9, e a1 queta geerd T ge |

OIUICIGI Dlejeld! SIFIel

TATABT FTAE FAATT TG AT ATepamiers dfaarT & | I=draard Far T5de]
AR T AT F Aed T AAATHT AT T AT TH qA7 FaTAT Joer@ TRUH |
Ty |faar FaraTe (AT qURT AAR ATATTAT FAAR] qEA FATIAT TH AUH FALIEE
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TETTANTH Food@ T Alehras,
°  HiqaTT AT BT &,

*  Hifder Ehesehl AT g,
®  FHEAGHINH ATesh JATcher TR A& g,

®  oTich JIFIHIU (A=A T T,

® A ATAYIAHT,

®  HAATHITSTH SATeh HT IBIIT AT,

*  JIFHFl AIFR A HITAqATE AT TN g,
®  IRTAAHT AT T [HOTRT Ferel AT T |

THT YEATAATHT FIAAERT (FAHF! (g ¥ o7 qTaaveedrs Qifds dfuadrs @ dfeareg
TEG | BTHIET =TT FHIETH i 3 |

gIfeaer ®IWT 2T A1 TR Eg fF frattaa gfafqfa 7 frace afueriess e o
9SS, T ATETAHT BT AT quret: TTear 2@t | iaemepr e T T gep! qrefen
T I TeTese] J AITETPT TEIATT TLHT B | AT AP ITTHHT AT, TSR, GAT TLHT,
Hiferer Wiz, ATS9T T AqREAT, (HATHE FTATaaW, ANE =TT T ATIRIAF =TT BT FAAT TR
A LT GIoTde AR BT AT GAHTE 00 AT AT &9 AT LT F20T | a9
TATR] TILAT T TGP TAATHT Teh IIANTA Tl B | RATAAABTA TAATR] (AT THTSI R
B T AT AT IFRANIR FTH FXITH EGHT AR TRATERT A& HH ®GAT I [qeara gre
T FH TREH G |

SUTCIAT DIG[oID! ARGl UTCIeldl GRAR®I Totticiae

FTAA FPT AT GHI g75, T [T el I TITerH FTHAH TANT Foehl a1t TH I |
TEAFT ATATTHT FIAAH TART T T G | =T GOl (Sal-gieal g7 bl I | qema HaH
T TEHFN G | AT GiEAT e T FAGIERUS gT AGE TG B | G BTAH g Fehehl
T | ATAtaE dfeRar ¥ FEA fHeT FT ASAfaE a9 ¥ ATE ASAAE g TH G | FTATR
TAATHT ZEAT THET TEH B, | AT T FAAATS TRPRS TogdTC ATIR qieac T+, AAemaeh
AT T FIAAT JUTAEE THT TR G | =Ty faqe seres BRatearT afq qusr g |
TUSTEAATER! HALAT THN B | FIAA Iect o THATE JUGH! HRMER TATSH AfFTHT S | Feeqirad
RGeS AATAHT FTAAH qTAFAATS ALANTT T, THP! AT TH RIS FTAHAT FSATS ATHI

www.samriddhi.org 16



wiegerar T @

TATSE | AT FHFHFCET AT Fel AT g @rariass 7 21 | fafusr qwam T afeqrér
AT deare 7 faera 727 T FTAAR! THA FE TF IAATATs Toef TR AT AT AT Te R
JTHAT T Aleh 3w |

DIooil SIRIeIdI disca

FIAAT ATAAA FTAAB! FAr=AAT A= D, TAA AThebl ATTHREEH! &N Tag | THA Sia,
AR ¥ AFIAR] & T @G | TAA ATAAARTR] AR ATearad famg, i ¥ ;)
&Il Yade TS5, AXhRePT [HATTAT T AN Hhesars TATE TeE | Ta dlbd=a T Sd-adiehl
TR THHT I ATHINSE =TT T FHAATH! GARIAT JaTF T | FTAAT MIAAT LRI ¥
TATITATNAT B4, A ATTPR T TAAAD] AT grg, A TR &veg, | AT AT
FAGAfAfS TAAART ATGRAT BT TATSGA | TG HIAAT Far=aaledl [Herers @eR &g |
FAAGRT e, Fenfad ¥ IR gauds = /1T g |

FIAAH AHAA AT TATAATR AR B BHATRATS AGTATAE [HA=ATR AT AR
T &, | HTAAH! AT THATSTHT SATHIAATATT FIFRA FEAT FAeT IS, T ATHAE 163 |
AT GATATAE THTH IALIMAT GRFRET AATAYAE TeT &7 |

FTAAR] AHA AT FTAA ATTHAIETF Frg | FIAAAT [T §7, GAl, ATHT T I (aHE=gR0
IS T ANME (LR g7ar | 719 Saha T+ HIaed! qEA A= d Ed AT g, I
T ATk JABTRI ¥ =TT qoT Feeqerd T T, |

FIAAR] AHAA ARG FBTAAB! HTIVSATS FHATT TIae | FIHR ATALTHAT ATAR I TART
T I ¥ TSR] IATHF [STFHAT DT TTHT SATATT HeTR, AT [93geh! dITd T Jg AT ATHAT
ANTRFEEATS AT I &7 | FIAAR! AMET AT ATTFRH T T aA 2l |
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The Idea of Property Right

Prience Shrestha

The Constitution of Nepal grants rights relating to property in a part of the
chapter that enlists and discusses the fundamental rights and duties of the citizens
of Nepal. The description of the right discusses various capacities of the individuals
concerning the private property sanctioned by the Constitution. Furthermore, the
texts drafted by reputed global institutions also prescribes the idea of private
property in discussing the values of a progressive and moral civilization.

Amidst the ubiquitous recognition of this institutional arrangement, it is
important to know the essence of it that connects with personal freedom, basic
moral order, and progress & prosperity. Hence, we shall dissect the scope, benefit,
and characteristic of private property to appreciate and acknowledge its presence
in the founding legislative documents such as the Constitution.

The moral ground of private property

The idea of private property plays a vital role in upholding the sense of security
and certainty to enable individuals to prioritize higher pursuits and goals for
personal progress. The sense of security and certainty does not only originate on
grounds that our fundamental possessions such as our shelter, wealth, and other
valued items are guaranteed to exclusive use and disposal for our benefit. But it also
originates from the moral grounds that our body and the use of it is unclaimed by
anyone else other than ourselves. Hence, it provides a great deal of pleasure and
peace fo recognize that the society we live in naturally grants us the full rights to
employ our bodies to pursue prosperity and obtain pleasure. And, this natural right
to ourselves that we take for granted, yet prize invaluably is the consequence of the
existence of the institutional arrangement called private property.

This moral ground behind the idea of private property sets it as the mother of
all negative rights. Negative rights, in terms of a right to life, rights to freedom of
speech, freedom from slavery etc. The inquiry of such rights guaranteed naturally
may not appear spatially significant in a relatively free and materialistically
sufficient society that we currently live in. But such had until recently remained a
distant struggle for the Tharu and Dalit minorities of the Nepalese society who were
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the victim of the Kamaiya and Kamlari system of bonded labor practiced in the
western Terai of Nepal. Under the pretext of indenture servitude, the bonded labors
were held as slaves and forced to provide unremunerated labor for landlords and
families of higher castes. They were denied of their natural rights to employ their
body at free will or enjoy their fruits of labor, let alone other rights fundamental to
pursue freedom and prosperity.

It requires no further explanation regarding the need behind defending and
promoting moral grounds of private property. The struggle for securing freedom
from slavery and the right fo own and use one’s body has already ignited a global
movement in world history. Of which, the declaration of independence securing
rights to “life, liberty, and pursuit of happiness” in the late 18th century followed by
the American Civil war underpinned by the cause of slavery in the mid-1%th century
stands at the forefront. While the struggle for personal freedom has continued across
the world during the post-colonial era, episodes of national movements against the
bondage labor system in Nepal had also finally led to the legal abolishment of the
Kamaiya and Kamlari system in Nepal during the early 21st century. These events
sufficiently pronounce the importance and the thirst for personal freedom secured
under the moral grounds of private property.

The economic ground of private property:

However, the benefit of the moral ground of the private property also enables
the property to be utilized for the best course of action. And such benefit goes
beyond the moral benefit of securing freedom of will and other natural rights that
eventuated major revolutions in the past. Such benefit instead touches upon the
idea of optimal allocation of resources.

As a person is vested with the right to private property to oneself, he or she
shall be able to decide for one’s best use and take the path that one believes is
most suitable to himself or herself to pursue a prosperous and happy life. And that
secures optimum allocation of collective human resources for the highest economic
prosperity of the society. Such is achieved as the free will of the individual allows
the society to experience spontaneous order of choice that is observed to be rather
fruitful to the society than any other arrangement planned by the higher authority
also over the will of the people.

The optimum allocation of resources is observed not only for oneself as a
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potential human resource but also for other earthly materialistic resources that
person owns. As the rights to materialistic properties such as land, capital, and
machinery are vested upon individuals, individuals are also rationally likely to make
the best use of such resources to yield maximum returns or rents (similar to fruits
of labor) to which the very individuals are entitled to. And, such in a macroscopic
scale also guarantees optimum allocation of scarce materialistic resources.

Besides, private property also encourages good stewardship of resources by
the individuals who hold rights over the very resources. It is because the entire
consequence regarding and emanating from the privately-owned resources rests
upon the owner of the individual. Hence, it becomes the responsibility of the owner
of the resource to not only make the best use of it but also ensure its durability by
making sustainable use to enjoy the fruits of it until the longest periods possible.
This particular implication of private property drastically differs from the use and
treatment of scarce resources for the befterment in comparison to the use and
treatment of such resources in societies practicing public ownership of resources.

The manner of treatment and use of community forests by the local forest users
during the prevalence of communal and nationalized ownership of forest in Nepal
provides a relevant illustration of how the communal ownership system of forests
(i.e., a form of private ownership at communal scale) had encouraged sustainable
utilization of forest resources than during the system of national ownership of forest
resource. The nationalization of private forests through the enactment of the “Private
Forest (Nationalization) Act, 1957” had instead led local forest users to overexploit
the forest resources on a larger scale as they had suddenly lost ownership and the
incentive to sustainably exploit the resource. It is recognized to have happened as
the local forest users were entirely emancipated from consequence regarding and
emanating from the forest resource in along with the responsibility to make the best
and sustainable use of it. Meanwhile, the reversal of the nationalization policy led
to a quite encouraging result of villagers sustainably utilizing the forest resources
and contributing to forestation efforts.

The civil ground of private property

The moral and economic ground behind the idea of private property sufficiently
defends the premise of private property. However, the civil ground for individuals to
be able to utilize and transact their private property for the best or the worst at their
free will is already enough justification to ensure its enforcement.
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The ability of the individuals to be able to utilize and transact their possession
at free will is a fundamental prerequisite for the individual in particular and
society, in general, fo be able to fully enjoy the benefit of materialistic innovations
to achieve civil pleasure or productivity from them. After all, it emancipates the
owner of the possession from any responsibility or duty to answer the use of the
possession in any manner to a third party until it does not affect their status quo. As
such, it plays a pivotal role in enabling individuals to fully appreciate the intrinsic
or functionary value of a particular material or materialistic innovation. Most
importantly, it incentivizes individuals to possess such materials, and eventually
engage in productive activities to be able to afford such possessions.

As an example, one can acknowledge the current appreciation of materialistic
possessions such as mobile phones, personal computers, real estate, and motor
vehicles amid the ability to utilize such possession at our free will. Imagine the
likely depreciation in the value of mobile phones or personal computers if one
were legally barred from engaging in internet-related activity with such electronic
devices, or in the value of motor vehicles if one were only legally allowed to drive
only within the limited proximity of the city. Also, imagine the likely chances of a
drop in incentive to pursue hard work to afford such material possessions if not
able to utilize them at free will. A locally contextual case of such consequence
would be the forecasted drop in the price of real estate properties in the Kathmandu
Valley legally categorized to be used only for farming purposes by the Land (Eighth
Amendment) Act, 2020 as such properties retain more functional use for residential
rather than agriculture purpose.

Basic Characteristics of Private Property

The basic characteristics of private property are fundamental to the discussed
benefit of enforcement and the existence of private property as an institutional
arrangement. It is the characteristics of private property in terms of

1. Right to accumulate or possess private property

2. Right to use of the private property at one’s will

3. Right to exchange or dispose of private property at one’s will
4. Right to the return or rent generated from the private property
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that secures the moral & civil grounds of private property along with the
economic benefit of optimal allocation of resources, good stewardship of resources,
and the incentive to pursue prosperity.

. The right to possess or accumulate private property is its foundational
characteristic that enables the application of other characteristics, once the
property can be owned by a person or entity. It is also this characteristic
that incentivizes hard work and economic prosperity to be able to afford
materialistic pleasure.

The right to possess or accumulate private property demands the right to own
properties of any kind following the ability and readiness of the potential
possessor to give-up elements of value that matches the justified value of the
property itself. It is after the successful possession of private property that
one can exercise its other characteristics listed above and discussed below.
However, this foundational characteristic of private property may not apply to
one’s own body as such is not accumulated in the present or future. After alll,
one is already in possession of one’s body without the need to accumulate it
in the present or future.

It is also important to note that the right to possess or accumulate private property
should not be affected by the number of possessions already at the disposal
of the possessor. As such, a person should not be barred from possessing
the most expensive model of Rolls-Royce or Lamborghini by purchase or
acceptance of gift although in actual need of shelter for him and family. Or,
a person should not be barred from purchasing another beach resort despite
owning almost all properties along a beach strip. The relatable observation
regarding the void of this particular notion can be exampled by the current
Land (Eighth Amendment) Act, 2020 that does not allow an individual entity or
family to purchase land or real estate of more than 17 acres (approx..) in the
Terai, 3.14 acres (approx..) in Kathmandu valley, and 8.80 acres (approx.)
in hilly regions of Nepal as per Section 7 of the act. Meanwhile, there are
other popular issues debating limits to the right to possess private property
especia"y in the context of arms and ammunitions that exhausts the domestic
politics of western countries.

Il. Likewise, the right to use of the private property at one’s will pertain to the idea
of being able to utilize one’s private property beginning with one’s own body
to the fanciest of the one’s possession as private jet plane and condominiums
however one chooses until it does not affect or jeopardies the usual functioning
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of the third parties. It is this fundamental characteristic of private property
that also enables justifiable appreciation of purchasable materials and
materialistic innovations. Meanwhile, this characteristic of private property
founds upon the element of toleration by third party entities regarding the use
of private properties by others that does not interfere with their functioning.
The situation of non-interference involves an absence of direct effect or non-
direct effect in terms of tolerable negative externality to the third parties. In this
very context, should third parties tolerate the decisions of real estate owners to
not let out their apartment based on racial or ethnic discrimination? This is an
ongoing debated issue in social media platforms that concerns this particular
characteristic of private property.

ll. The right to exchange or dispose of private property at one’s will is the
fundamental characteristic that enables transaction and optimum reallocation
of private properties. This right enables the holder of private property to
sell and dispose of the property at will at a price accepted by contracting
parties. It is this characteristic that enables flexibility regarding ownership
and the functioning of the market. Furthermore, the marketability of private
properties also plays a crucial role in enabling society to appreciate the value
of a property. The marketability of private properties plays a crucial role in
guiding our decision-making process of purchase as we tend to prefer non-
consumable materials of a highly marketable nature because such properties
are often highly appreciated by society in comparison to others.

IV.Finally, the right to the return or rent generated from the private property
recognizes the default rights of the property owner to enjoy the fruits generated
from its employment. While it observably denotes the rights towards a return
from the investment of capital, or rent from the employment of machinery or
real estate, it also recognizes the payment to own labor from the employment
of oneself as unskilled, semi-skilled, or skilled human resource. Although
this characteristic recognizes full right towards the fruit generated from the
employment of the property, the idea of government taxation on income and
return on capital is recognized to have intervened on its complete application.
Hence, the existence and intensity of taxation on return and rent from the
employment of private property have remained a subject of political-economic
debate and discussion. Nevertheless, the ability to enjoy the fruits of private
property plays a pivotal role in incentivizing optimum utilization of resources
while encouraging good stewardship of the property owned.
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Concluding remarks

As we discuss the basic characteristic of private property, and the benefit
arising from it on various grounds, it is important to note that the application of
private property as an institutional arrangement requires societal consensus. As
such, any claim towards a property by a person or institution is only valid until the
society composed of the rest of the population regards the same. Hence, societal
confirmation and consensus over the prevalence of property rights is a prerequisite
for the arrangement of private property to function.

Meanwhile, in the current system of government, it becomes a crucial role of
the government to enforce societal consensus towards the idea of private property
and recognize its characteristic over resources and materials owned by individuals
and other entities. It can also be said that enforcing private property is one of the
least of the functions that the government should effec’rive|y perform to enjoy the
fruits of this institutional arrangement.

However, there have been instances where the government itself has
deliberately perpetrated against the institutional arrangement of private property.
Such is committed under the pretext of the principle of eminent domain whereby
the government can forcefully expropriate private property for the public benefit by
paying certain compensation although not in the interest of the property holder. A
vivid example of such public expropriation of private property was recently observed
in the Khokana locality of Lalitpur city when the government chose to forcefully
expropriate real estate properties of the locals falling on the way of the Kathmandu-
Terai Fast Track project. Activities as such specifically sever the characteristic of
private property regarding the free will of the property owner to exchange and
transact owned property. And therefore, it jeopardizes the enforcement of the idea
of private property that the society has elevated and institutionalized until yet.
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Spontaneous Order

Ayushma Maharjan

Two centuries ago, Kathmandu Valley was mostly an agrarian society; the
population was small; people mostly used in joint families; and their houses had a
peculiar feature.

The ground floor always consisted of a shop, store-room or a cow-shed,
as the weather was very cold and it would be impossible to spend the nights at
the bottommost. The first floor comprised of bedrooms with small windows. With
people spending their entire day at the fields, lights in the bedrooms were not very
valuable. The living room in the second floor was huge and could accommodate
quite a number of guests. Lastly, the kitchen was always at the top as cooking at
the uppermost story would prevent smoke from spreading throughout the house.
The roofs of the house were sloped on both sides to allow rainwater to drain and
the stories of the houses were small in height for heating purposes. All activities like
bathing, washing clothes and using the toilet were conducted outside the house.

One of the most important features of the houses were that they were built to
accommodate a single family. The families sometimes allowed travelers and guests
to spend the night but apartments for the purpose of renting out were not available.
Over a period of time, the houses evolved, but only in terms of beautification
purposes, the internal design remained intact.

However, this was soon to be changed after the mid-1900s. People across
Nepal realized the enormous economic opportunities available in Kathmandu
Valley and thus started migrating. Additionally, threat of different conflicts like
the Maoist Insurgency led many people to leave their hometown and migrate to
Kathmandu. As a result, the population in Kathmandu Valley, which increased only
gradually prior to 1950, increased drastically by 95 percent from 1950 to 1970,
and by 238 percent from 1970 to 2011.

With increase in population from mere 0.6 million in 1970 to astounding
2.09 million in 2011, the need for housing in Kathmandu Valley increased rapidly.
Additionally, there was a need to supply housing for people belonging to different
economic backgrounds, different cultural backgrounds, and different tastes and
preferences. One can imagine that in a valley with all houses being built for a
single family, accommodating millions of new inhabitants and satisfying each one
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of them was a far oo complex problem to resolve.

However, the problem seemed to have resolved effortlessly and in real time.
The people living in Kathmandu viewed the migration as an economic opportunity
and since late 1900s started building modern houses consisting multiple apartments
with attached kitchens and toilets for the purpose of renting out. Additionally, they
created diverse houses that managed to satisfy the needs of diverse people.

One might be surprised to realize that individual human actions unintentionally
led to resolving what could have been a daunting problem for millions of people
migrating to Kathmandu without any planning and a central authority asking
individuals to do what needed to be done. This is a proof that human beings through
their actions are capable of creating efficient and sustainable solutions to problems
in a society. All that people in Kathmandu had in the mid-1900s was freedom
to pursue their self-interest — economically benefit by renting out apartments.
While doing so, they unintentionally ended up creating a tremendously beneficial
residential, and social system.

This phenomenon in economic and social science is known as spontaneous
order. The idea of a spontaneous society emerged from the realization that the
regularities and order in the society that we live in were actually the product of
individual human actions and not of deliberate human planning, design, and
infention. Social orders which seems to be created by an omniscient designing
mind, are actually the outcome of actions of millions of individuals pursuing their
self-interest without any intention of creating overall societal norms.

If we scrutinize on our daily lives, we will realize that there are abundant of
examples which depicts the spontaneous order at play. One of the most prominent
one is the human language - most marvelous discovery of human civilization. There
are thousands of different languages in the world which have been assisting millions
of people to communicate. The pronunciations and rules of grammar of each
language is equally complex that one cannot even describe all the rules perfectly,
yet each individual is flawless in their respective language. It is astonishing that the
many languages were not consciously designed by any authorities but naturally
evolved over time with the need of efficient communication. Any central planner
or government institutions could not create rules of such complexity, subtly and
effectively.

Another spectacular example is the evolution of mail delivery system.
Traditionally, the task of mail delivery was conducted by trained birds, which later
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were replaced by postmen as undertaking the activity was economically beneficial
to the men. Today, it is gradually being replaced by a more efficient mechanism
— the internet. This phenomenal achievement was the result of experimentation by
individuals in an attempt to resolve the inefficiencies that they experienced in the
society.

Ideas generated by individuals that are guided by their tradition, culture or
experience, have proved to be more creative and adaptive. This is because human
societies are complex as they consist of different individuals with different taste,
preference, culture, attitude and opinions. This simply implies that it is impossible
for authorities to deliberately plan the workings of a human society in order to
satisfy each and every individual. The information of problems and needs in a
society is held by millions of individuals as they experience in their everyday lives
and it is unmanageable for a few individuals in the government to have all the
required knowledge. Thus, while the government authorities try to make decisions
for everyone in the society based on limited knowledge, they can never come up
with the most optimal solution.

For instance, what if the government had to come up with the solution of
providing accommodation to millions of people migrating to Kathmandu Valley?
They would have no choice but to make same apartments for everyone to ensure
equity. The Bhutanese experience can help understand its consequences. In Bhutan,
the building rules and regulations makes it mandatory for everyone to build houses
that are consistent with the architectural guidelines that aims to preserve the traditions
of Bhutan. The decisions regarding location and design of the building is thus
taken by the local government. However, the decision led to all individuals — both
rich and poor - having to pay equal amount of money for building houses which
is quite expensive. This has resulted in shortage of houses and the rent has sky-
rocketed — people pay at least 40 percent of their income in house rent. Moreover,
as the urban areas of Bhutan is being congested and increasing housing supply is
impossible to reduce cost, the government is planning to expand housing colonies
in the outskirt of the city and has imposed a limit on rent. Again, with freedom on
individual human action, Kathmandu Valley experienced an easy urban shift.

If we track our evolution, solving our problems have often come from within the
society —in the form of entrepreneurial ventures. Problems that arises within a society
always brings along an economic opportunity and if we allow individuals to work
free|y, they would have enough incentive to come up with most appropriate and
innovative solutions. Unlike the government authorities, it is not mandatory for free
individuals to satisfy everyone in the society. Thus, they conduct small experiments
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and provide solutions to specific groups. Given the availability of millions of minds,
such small experiments are conducted by thousands of individuals and even a few
successful ones end up benefitting majority of individuals in the society. The beauty
of this process is that even if the experiment fails, the society has nothing to lose as
the entrepreneurs bear the entire risk of failure. However, it is a gradual and slow
process which constantly evolves and adapts to dynamic changes in the society.

On the other hand, solutions provided by government authorities are simply a
product of few minds imposing what they think is best for everyone, and has higher
risk of failure. As government projects run on taxpayer’s money, its failure offen
ends up risking the lives and fortunes of everyone. Many a times, the ineffective
solutions imposed by the government have resulted in more chaos.

One of the most recent example of the aforementioned argument is the
development of ride sharing businesses like Tootle and Pathao in Nepal. While these
companies were successful in eliminating the problem of crowded and ineffective
public vehicles in Kathmandu and were able to create jobs for multitude of people,
the ban on these companies in light of different issues like low sales of taxi service,
protection of consumers from accident, legal barriers on private vehicles to provide
public service, risked conflict, loss of jobs and loss of investment. More importantly,
the problem of public transport remained.

The solution of the government for resolving the public vehicle problem in
the valley was introducing Metro. However, the government failed to realize two
things: (i) private ride sharing business could resolve the problem more efficiently,
(i) building Metro requires huge financing. Thus, instead of adapting to efficient
and effective system, which could not only resolve the existing problem but also
could enrich the lives of many people employed by the business, the government
planning proposes wasting of taxpayers’ money. Government intervention seems to
be easy and attractive, but it is not prudent to always rely on it to resolve the many
complex problems of human societies.

While saying so, it does not imply that spontaneous society is a perfect one.
Human beings are prone to making mistakes. However, in a free society they are
also at liberty to come up with innovative solutions to the problems. The errors can
be resolved gradually as the societies are ever evolving and many individuals are
constantly in pursuance of resolving the problem. For instance, industrial revolution
was a remarkable achievement which helped countries achieve prosperity and
reduce mass poverty — at a scale that no government planned programs have ever
been able to achieve. Nonetheless, if the photographs of the then industries are
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viewed, one can notice excessive smoke coming out of the industry or the industries
polluting the environment in one way or the other. While industrial revolution solved
the then prominent problem, it also created much damage to the environment. With
realization of the same, people today have been sensitive about the environment
and thus industries as well as individuals have started using environment friendly
technologies.

Spontaneous order is not a perfect solution because human beings themselves
are not perfect. Going back to the same example of the housing evolution of
Kathmandu valley, many will readily point out today that in the process, Kathmandu
valley lost in terms of its beauty. But these are privileges that we have today because
the bigger problems were solved in the past. The enrichment of the human lives
that was made possible due to spontaneous order also allows us to now invest in
addressing these other problems of externalities.
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Understanding Nepal’s Trade
Pattern and Assessing the Impact of
Free Trade Agreement on Exports

with Comparative Advantage

Nishant Khanal

Introduction

In the year 2021, Nepal will graduate from a low-income least developing
nation to a developing nation. Nepal’s estimated GDP is $30.64 billion and GDP
per capita is $1236.61 (World Bank, 2020). The population of the country is
expected to be 30 million by the year 2021 and the median age is 24, Nepal's
ratio of working to non-working population will remain high in the years to come.

Structurally, Nepal’s GDP is reliant on agriculture, however the service sector in
the country is the largest contributor to the GDP. Agriculture, which used to account
for over half of the GDP until a decade ago now only accounts for 2.75 percent
of the GDP and 65.7 percent of the domestic employment. The industrial sector—
whose largest sub-sectors consist of manufacturing and construction—contributes
15.1 percent of GDP. The Services sector—whose largest sub-sectors include real

estate, trade, transport, communications, and education—contributes 57.4 percent
of GDP. (Nepal Rastra Bank, 2020)

Over the years, Nepal’s economy is gradually shifting away from traditional
agriculture; a significant number of Nepali people are migrating to primarily Gulf
nations, Malaysia, India and Europe in search of employment opportunities. An
estimated four to six million Nepali people are outside Nepal (ILO 2019) and the
remittance they send back is the lifeline of the Nepali economy. Nepal received
$8.12 billion in remittance in 2019 which is 26.5% of the GDP (Nepal Rastra
Bank,2019). Despite a yearlong pandemic in 2020, Nepali’s abroad sent over
$9 billion remittance in the year 2020. This is almost 28% of the GDP (Ministry of
Finance, 2019). Hence, a significant amount of wealth in Nepal is created abroad
through the export of the labor, as opposed to the export of goods and services
produced within the Nepali economy. This proves that Nepal’s consumer market is
import driven.
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Until recently, Nepal’s long-standing trade deficit was balanced by sufficient
inflows of remittance, which helped balance current account. The increase in trade
deficit has outpaced the remittance inflows since FY 2016/17 when the current
account had a deficit of $95.4 million. In the year 2018 the current account deficit
ballooned to $2.3 billion; however this was contained in the following year in 2019.
In the year 2020, as the pandemic disrupted imports, Nepal’s current account went
info surplus (Nepal Rastra Bank 2020).

India accounts for 65 percent of Nepal’s trade, China 14 percent and the rest
of the world for the remaining 22 percent. China’s share of total trade to Nepal
has grown from 10 percent in the year 2014 to 14 percent in the year 2019.
Nepal imports more than it exports, in the year 2019, Nepal imported $14.6 for
every dollar exported (World Bank 2020). Nepal mainly exports woolen carpets,
polyester yarn, juices, tea and spices (cardamom), textiles, jute goods, readymade
garments and other apparel items and mainly imports petroleum products (diesel,
petrol, LPG), industrial use items (mainly steel billets), gold, construction equipment
and cement clinkers, rice, and telecommunications equipment.

There is a growing concern over Nepal’s trade trend and pattern, as the
country is import reliant. There have been several efforts to increase Nepal's export,
however there has not been any significant impact on Nepal’s trade performance.
At the outset, this essay aims to look into Nepal’s trade pattern, analyse the trend
of the trade in the country and identify the reasons for such a trend. This essay has
identified the features of Nepal’s foreign trade and gives an argument on why there’s
a need for better trade openness in Nepal, by using the augmented benchmark
gravity model of trade. The data for this study are from various secondary sources
like Nepal’s Trade and Export Promotion Center (TEPC), World Integrated Trade
Solution (WITS), Central Bank of Nepal (NRB) and UN comtrade.

Nepal’s Trade Pattern

This section gives an overview of Nepal’s trade trend, the goods and services
Nepal Imports and exports and Nepal’s major trading partners. As Nepal is an
import oriented economy, Nepal has been importing more than exporting. The
table below helps us understand Nepal’s trade pattern on goods and services for
the last 5 years.
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Table 1: Overview of Nepal’s Trade

Year 2015 2016 2017 2018 2019
Imports of Goods (million USD) 6,380 |9,650 |10,345 |12,712 [12,340
Exports of Goods (million USD) 720 740 742 786 968
Imports of Services (million USD) 1,225 (1,250 |1,591 1,774 1,691
Exports of Services (million USD) 1139 1,282 |1,383 |1,477 |1,512
Imports of Goods and Services 10 3 27 16 8
(Annual % Change)

Exports of Goods and Services 7 -14 11 6 5
(Annual % Change)

Trade Balance (million USD) -5,698 |[-8,002 [-9,365 [-11,916 [-11,370
Foreign Trade (in % of GDP) 53 49 51 55 55
Imports of Goods and Services 41 39 42 46 46

(in % of GDP)

Exports of Goods and Services 12 9 9 9 9

(in % of GDP)

Source: Trade and export promotion center

Figure 1: Nepal’s Import vs Export
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Figure 1 shows that Nepal’s export has been almost consistent over the last 5
years, whereas the imports are increasing.

Table 2: Nepal’s Trade in Product Categories

Exports Imports

Export (US$ m) | Share (%) | Import (US$ m) | Share (%)
Raw materials 44 5.92 945 9.42
Intermediate goods 273 36.89 3,497 34.83
Consumer goods 409 5527 |3,259 32.46
Capital goods 14 1.92 2,299 22.90

Source: WITS 2019

For a long time, Nepal’s foreign trade has largely been confined to India primarily
owing fo close proximity, similar socio-economic conditions and availability of
transport facilities (Pant and Panta 2019). The volume of Nepal’s foreign trade with
India in terms of both exports and imports has been rising due to the increasing
demand of different types of industrial raw materials, machinery and petroleum
products in order to undertake various types of developmental works and consumer
goods to meet the requirements of the growing population.

Nepal’s exports are led by Palm Qil (20.1% of all exports in 2019), Non-Retail
Synthetic Staple Fibers Yarn, Knotted Carpets, Soybean Oil and Flavored Water.
The leading export partners of Nepal have been India, USA, Germany, People’s
Republic of China, United Kingdom, France, ltaly, Canada, Japan and Bangladesh.
This is illustrated in figure 2 which depicts that India, and China constituted about
three-fourths of Nepal’s total exports in 2019/2020.
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Figure 2: Nepal's top exporting countries in 2019
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Source: WITS 2019

Figure 3: Nepal’s Top Export destination
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Figure 3 above is obtained from data by the customs department and using R
graphics to see the pattern of Nepal’s top 10 exporting countries. India, USA and
Germany remain Nepal’s consistent trading partner for the last decade. Trend
shows that Nepal’s export to China has been increasing after 2014. The cumulative
export from the last 10 years of export shows that following are the top 10 products
Nepal has been exporting.
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Table 3: Nepal’s top export items

S.N. Product S.N. Product

1 Soyabean oil 6 Woven fabric of jute or bast fibers

2 Carpet, knotted of wool or fine 7 Woven fabric obtained from strip
animal hair or the like

3 Palm oil 8 Felt

4 Big Cardamo, neither crushed nor |9 Mixture of juices
ground

5 Black tea fermented 10 Jute bags and sacks

As discussed earlier, Nepal has been importing over 14 dollars for every dollar of
export. The major import for Nepal is petroleum and the country that Nepal exports
the most is India. The tables and figures below are the glimpses of Nepal’s major
importing countries and products. These are also obtained from the data by Nepal
customs and Trade and export promotion center. As shown in the figure below
over the last 10 years, Nepal imported most from India; imports from China are
growing; Argentina, USA, Canada, UAE and Indonesia are Nepal’s major import
sources. Nepal’s major import items as are listed in table 4.

Figure 4 : Nepal’s top importing countries
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Table 4: Nepal’s top imports

S.N. Products S.N. Products

1 High Speed Diesel 6 Coal

2 M.S Billet 7 Flat rolled product of iron of a

thickness less than 3mm

3 Crude soyabean oil 8 Gold, semi-manufactured forms

4 Telephone used for cellular or 9 Semi-milled or wholly milled rice,
cordless networking whether or not polished or glazed

5 Motor Spirit (Petrol) 10 Liquidified Petrolium Gas (LPG)

While looking into the data and trade trends for Nepal for the past one decade,
the following characteristics of Nepal's trade can be observed. First, the commodity
pattern of imports and exports indicate that Nepal's foreign trade confirms the
comparative advantage theory of international trade. The country’s comparative
advantage lies in labor intensive manufacturing and agricultural products (MolCS,
2016). This type of trade illustrates traditional theory of trade also known as ‘inter
industry trade.” Second, Nepal's foreign trade is India dependent. About two-
thirds of Nepal’s trade is with India. Third, there is a continuous deficit in Nepalese
foreign trade. The volume of trade deficit is continuously increasing. Fourth, Nepal's
share in total world trade has been declining. Fifth, Nepal remains dependent on a

relatively small basket of exports and a few destination markets. These findings also
align with the findings from (Pant and Panta 2019, & Thapa 2019).

Furthermore, being a least developed country Nepal enjoys the preferential market
access under the WTO's enabling clause. This is a clause that most developed
countries grant concessional and/or complete duty free, quota free market access
to countries like Nepal under the General System of Preferences (GSP) scheme. This
is one of the major reasons for Nepal’s exporting to the US and Europe market like
France and Germany.

Comparative Advantage and Nepal’s trade.

Nepal's export import data for over a decade shows that Nepal has been exporting
a small basket of goods and services. This confirms that Nepal’s trade is based on
comparative advantage. The Nepal trade integration strategy 2010 and 2016 also
confirm that the top 10 export items listed above belong to the group of commodities
that Nepal has comparative advantage.
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Comparative advantage is an economic theory first developed by 1%th-century
British economist David Ricardo that attributed the cause and benefits of
infernational trade to the differences in the relative opportunity of producing the
same commodities among countries. The (NTIS 2016) identifies that Nepal has a
comparative advantage on fabric yarn, tea, cardamom, ginger and coffee in South
Asia. However, the country has not been able to fully utilize its potential. Adhikari
(2021)'s calculation of Revealed Comparative Advantage (RCA) shows that Nepal
has comparative advantage in the production of 169 out of the 1,021 products,
taken from WTO's HS 4-digit category.

Nepal enjoys comparative advantage in more products than the average countries,
the products exported by Nepal are, on average, less ubiquitous than the products
exported by most countries. The average ubiquity of the 169 products of Nepal’s
comparative advantage was found to be about 27.15. This implies that 26 other
countries, on average, also enjoy comparative advantage in the products that Nepal
exports with comparative advantage (Adhikari 2021). Yet Nepal is far behind
on technology and the country’s current productive structure is not competent as
compared fo its competitors.

In 2021, the United Nations Committee for Development Policy (CDP) will graduate
Nepal from the least developed country to developing country, which means that
Nepal would not be eligible for the LDC benefits. Consequently, the implications
could broadly arise from (i) preference erosion in international trade potentially
affecting export competitiveness, (i) reduced policy space, tightening the scope of
supporting exporters and domestic market-oriented industries (Razzaque, 2020).
There is a need for an export strategy for Nepal in order to keep its export maker
growing and unleash its competitiveness. The section below, is an attempt to see
whether the free trade agreements would rescue Nepal’s international trade after
losing the GSP facility once graduated.

Free Trade Agreement and Nepal’s Comparative Advantage

After its graduation to a developing country, Nepal needs to still secure the market
for its export items. Literatures argue that free trade agreements would result in
better market access for the products with comparative advantage. Gallardo (2005)
confirms that specialization according to comparative advantage would indeed
benefit a country. He also argues that free trade agreements are instrumental for a
country to unleash the full potential of its comparative advantage. Furthermore, (IDB,
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2003) confirms that free trade agreements eliminate the rule of origin tensions and
also reduces the non-tariff measures for the goods with comparative advantage.

To estimate the role of FTA on Nepal's export, this study has used panel data of 10
major export destinations of Nepal between 2010 and 2019, as derived in figure
3. The study also included the top ten major export items of Nepal, derived from
table 3, these products are also identified as the products Nepal has a comparative
advantage on by (NTIS 2016). The data on export items are retrieved from the
portal of Trade and Export Promotion Center (TEPC) of Nepal. Similarly, the data
on Macroeconomic indicators—GDP, Inflation, population—are extracted from the
World Bank database. Data on exchange rate are taken from the IMF database.
The dummy variable Free Trade Dummy is taken from the estimation done by
(Cepii—Database). Whereas the data on distance are extracted from (Pt. Bali info
iklanindo semesta, 2019)

Methodology

The Gravity model of trade pioneered in the literature of international trade by
Tinbergen (1962) is used to analyze the impact of FTA on imports. The model states
that the size of the economies positively contributes to bilateral trade while their
distance affects negatively. In addition, this study has employed the augmented
gravity model of trade. As suggested by the literature, the model is further estimated
using the Poisson Pseudo Maximum likelihood method (PPML). As PPML estimator
function remedial measure to two particular issues in panel data of international
trade: Non-homoscedasticity and zero trade values. (Silva & Tenreyro, 2006). The
model estimated as;

Export;js = by + byInGDP;;+b,InGDP;; + bslndistance;j, + bylnpop;;
+ bslnpopj: + bginflation;, + byinflation, + bgFTA;;

+ bgGovernance;; + bygGovernancej;

+ b1 FTA;j * Governance; + b1, FTA;; * Governance;
+ Eijie

where,
Export; ;.= Export of Nepal (i) to other countries (J) in time period t

InGDP;; = Log of GDP of exporter
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InGDP;; = Log of GDP of importers

Indistance;;; =Log of distance from exporter to the importer’s capital city

Inpop;; = Log of population of exporter

Inpop;=Log of population of importer

inflation;,= inflation of exporter

inflation ;= inflation of importer

FTA;; = FTA dummies 1 if both the countries are member of common FTA

Governance;; = Governance of exporter

Governancej; = Governance of importer

FTA;; * Governance;= interaction between FTA and governance of exporter

FTA;; * Governance;= interaction between FTA and governance of importer

&;jc = Stochastic error term

Findings and Discussion

VARIABLES

Log of GDP of exporter in USD
Log of GDP of importer in USD
Log of population of exporter
Log of population of importer
Distance to capital cities
Governance index of exporter
Governance index of importer

inflation (CPI) of exporter

www.samriddhi.org

()
OLS

4.341
(3.330)
-3.820%%*
(1.096)
28.824
(20.666)
4.905%**
(1.004)
3.844%**
(1.057)
3.943 %%
(0.574)
2.199
(3.765)
0.118

2
(FE)

_3.910%*x
(1.197)

4.083% %
(1.092)
3.920%
(1.148)
3.979%*x*
(0.604)

3)
(PPML)

2.309*
(1.328)
-0.269
(0.659)
23.16%*
(9.375)
0.975
(0.631)
1.763%%%
(0.604)
2.236*
(1.192)
1.455%%
(0.382)
0.0671%*
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(0.153) (0.0332)
inflation (CPI) of importer -0.008 -0.013 0.00931
(0.091) (0.101) (0.0433)
1 if both partners are member of common FTA 5.275%%*
(0.949)
FTA_Governance_ exporter -1.394
(1.136)
FTA_Governance importer 3.359%**
(0.784)
Constant 392.483 1.908 335.4%%*
(301.530) (6.858) (135.0)
95 95
Observations 0.558 0.545 100
R-squared 0.941

Standard errors are in parenthesis
*** p<0.01, ** p<0.05, * p<0.1

Column 1 is the ordinary least square regression, column 2 is the time fixed effect
and column 3 is the PPML estimator regression used to eliminate the effect of Non-
homoscedasticity and zero trade values in panel data. The main variable of interest
here was the free trade agreement, which is statistically significant for the export of
10 products that Nepal has comparative advantage on, to the countries that Nepal
has been exporting in the last one decade. Among the list of the countries presented
Nepal has a free trade agreement only with India, Nepal’s export to other countries
are currently under the GSP quota, which will be eliminated soon as Nepal will
graduate as a developing country. The evidence from this regression shows that,
free trade agreement with its trading partner is statistically significant for Nepal.

Conclusion

This research shows that in the last 10 years, Nepal traded with almost 190 countries.
The imported commodities ranged from basic goods to luxurious goods as well
as labor intensive goods to capital intensive goods. Despite being an agriculture
infensive economy and having comparative advantage on the agricultural products
Nepal imported large amounts of agricultural goods from India and China. Such
goods included meat, milk, rice, vegetables from India and onion, fish, butter,
garlic, apples from China.

The import list did not show any input type commodities, it mostly shows that
the country has been focusing on the consumer goods only; this also shows that
there is very less production and value creation happening in the economy. In the
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exported items there is an overwhelming domination of woolen goods (carpets,
woolen shawls, scarves, mufflers) and cotton goods (cotton dresses, suits) as well
as agricultural products such as (cardamom, juice, tea, ginger and coffee). After
graduating as a developing country, Nepal will lose its preferential market access
and quotas to export which would result in increasing the cost of Nepali export and
the demand for those items might not be as usual.

On the bright side as pointed out by Adhikari (2021), Nepal has a comparative
advantage over 169 products; Nepal should focus on increasing competitiveness
in light manufactured goods. Xu and Hager (2017) further confirm that Nepal
can excel on light manufactured goods and handicrafts. Furthermore, to sustain
and increase the current trade pattern on the exporting commodities with the
comparative advantages Nepal should join the FTA with its current trade partners.
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Entrepreneurship
Shreya Subedl

“Being an entrepreneur simply means being someone who wants to make a
difference to other people’s lives.”

— Sir Richard Branson, Founder, Virgin Group

The history of humankind has been that of progress. Starting with hunting and
gathering, we slowly developed into a civilization with agriculture, industries, and
technology. This development took us thousands of years. An ordinary individual
from today enjoys a vastly richer life than one from any other era in history. And
a particular breed of humans have been at the forefront of this progress -- the
entrepreneurs.

Entrepreneurs are innovators who use their skills, intelligence, capabilities, and
knowledge to create new ideas, strategies, processes, products, and services that
benefit society by solving problems. Their entrepreneurship is what boosts human
prosperity and progress (Butler, 2020). They continually innovate. Innovation never
stops; it keeps on happening and new ways of doing things are always discovered.
Innovation is at the heart of change and is the core value of entrepreneurship.
However, being an entrepreneur is not limited to being innovative. Entrepreneurship
includes various other aspects such as risk-taking, management, opportunity
identification, multitasking and others. It is the fourth unseen factor of production
amongst the well-known three namely land, labor, and capital. These three factors
of production cannot be used effectively unless an entrepreneurial mind directs
these factors.

Theword entrepreneur originates froma 13th-century French verb, entreprendre,
meaning “to do something” or “to undertake.” By the 16th century, the noun -
entrepreneur, was being used to refer to someone who undertakes a business
venture. The first academic use of the word was in 1730 by economist Richard
Cantillon, who identified the willingness to bear the personal financial risk of a
business venture as the defining characteristic of an entrepreneur. Jean Baptiste Say
and John Stuart Mill in the 1800s stressed the role of an entrepreneur as someone
who creates value by moving resources out of less productive areas and into more
productive ones. Mill, later on, went on to define an entrepreneur as someone who
assumes financial risk but does not actively participate in the day-to-day operations
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or management of the firm effectively separating entrepreneurship from other forms
of business. Joseph Schumpeter and Israel Kirzner went on to define the role of an
entrepreneur in more detail. While Schumpeter stressed the role of an entrepreneur
as an innovator, Kirzner viewed entrepreneurship as an equilibrating force in which
entrepreneurs discover previously unnoticed profit opportunities and act on them.
While identifying new resources and introducing the product to the market, the
entrepreneur deals with uncertainty about the future which was defined by Frank
Knight (1921). He stated that entrepreneurs cannot insure against the probability
that new goods and services will not be liked. Entrepreneurs bear the burden of the
uncertainty associated with the market process. Entrepreneurs take on risks, they
innovate, but they also engage in mundane activities such as arbitraging between
areas of high and low demand. The thing that all entrepreneurs have in common is the
desire to discover and exploit profit opportunities ( Hall, Sobel, 2006). Entrepreneurs
are always in search of new opportunities to exploit, they are always in search
of new possible combinations of resources. A good entrepreneurial environment
maximizes the number of combinations and gives rise to new entrepreneurial
products. There might be multiple entrepreneurial innovations every year however
not all of these ideas are good ones that can survive in the market.

Markets are ever-changing. They create new resources and new gaps. The
products or services created by entrepreneurs might not be able to survive in
the changing market environment. In a market economy, it is the profit and loss
system that is used to sort through these new resource combinations discovered
by entrepreneurs, discarding bad ideas through losses and rewarding good ones
through profits. This helps in freeing productive resources that might be channelled
by other entrepreneurs to produce better ideas. Typically, a fifth of new businesses
fail within one year, a third within two years, and around half within five (US Smalll
Business Administration Office of Advocacy 2014). Entrepreneurship effectively
directs resources to produce products that are profitable, useful, and favourable to
a mass of people.

Other than the fact that entrepreneurship directs resources into useful areas it is
also an accelerator for future growth. The development of one product from useless
resources by an entrepreneur can give rise to the production of other products.
For example, the invention of silicon computer chips through sand (Drucker 1985)
helped in the innovation of new products having a greater value like smartphones,
robots and driverless cars. Similarly, the discovery and distribution of the internet
gave rise to digital media and marketing. Innovation and entrepreneurship are
not just about new gadgets. According to Ridley (2020), entrepreneurship also
acts as a great equalizer. 80 years back there were items and products that only
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high earning people could afford whereas low earning members of the society
could not even dream of having them. But due to entrepreneurship and innovation,
commercialization of these products allowed even middle-class people to own
these products. For example, cars were considered a luxurious good before Ford
commercialized them. Now they are products that can be afforded by many. Similar
can be seen in the case of mobile phones and other machineries like computers,
washing machines, refrigerators and more. Rich or poor, everyone can enjoy these
products with similar features and functionality. This has helped ease the divide
between various classes of people and people throughout various spheres of life
can enjoy the same thing.

Additionally, entrepreneurship also creates employment opportunities. When
an entrepreneur creates a new idea, product, or service they usually build new
enterprises fo execute the idea for which new people are employed. Entrepreneurship
also directs human resources along with other resources into a productive sector.
Entrepreneurs not only improve the livelihood of people by providing them
employment but also improve the lives of all individuals by innovating products,
services and ideas that help ease life and make it simpler. For example, washing
machines make it easier for people to wash their clothes, the dishwasher makes
it easy for people to wash their dishes, refrigerators make it easy for people to
store food, induction and stoves make it easier for people to cook, internet and
technological devices such as smartphones and computers help people remain
connected and gain knowledge. Entrepreneurship has eased people’s lives and
helped people bring everyone closer.

Many entrepreneurs are highly dedicated and motivated individuals who aim
to build a name for themselves and earn for themselves. Profit is a big motivating
factor for entrepreneurs however with that being said it is not necessarily the only
factor of motivation. Entrepreneurs are motivated by their own will to start something
new and deal with challenges. Some entrepreneurs are already successful yet still
innovate and create new products and services because it is what drives them.
These kinds of people are called serial entrepreneurs. These motivating factors of
entrepreneurship end up helping ease the life of thousands of people. The profit
motive of entrepreneurs helps numerous people get jobs, enjoy better products and
services, direct resources into effective services, ease the way of life and enhance
the economy.

Nepal is a booming country for entrepreneurship. There are hundreds
of problems around us and one of the best ways to solve problems is through

entrepreneurs. Potential entrepreneurial opportunities have not been tapped in yet.
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This might be because Nepal and Nepalis are still very sceptical about the whole
idea of entrepreneurship. Factors such as capital, freedom of innovation and action,
taxation, regulation, management quality, and the country’s legal framework and
institutions also play a significant role in enhancing entrepreneurship in a country.
Ideas like rule of law, limited government, free market, strong property rights are
also very important to enhance entrepreneurship.

What offers hope in Nepal is that the new generation is slowly taking steps
towards entrepreneurship. In comparison to the past, many new enterprises are
now being operated by young entrepreneurs. Some of these young entrepreneurs
have successfully tapped into the gaps of the market and created useful services for
the general public. One great example of this can be ride-sharing apps that came
about to bridge the gap of transportation. Ride-sharing apps like Tootle and Pathao
have successfully established a service of transportation that has not only made the
lives of common people easier and swift but has also provided vast employment
opportunities for people. Similarly, product delivery services like daraz, thulo.
com have also created a portal for suppliers and consumers to meet and provide
swift delivery services. These services not only help the consumers save time and
money but also help suppliers increase their customer base. One can see various
new enterprises in social media like Instagram that provide various products and
services some of which are even custom made.

Nepal is surely taking steps towards embracing entrepreneurship however,
many legal and regulatory hurdles have to be crossed over to make the establishment
and operation of new enterprises easier in Nepal. The country, to promote
entrepreneurship, must harmonize and simplify the legislative procedures to ease up
the process of opening and operating an enterprise. Moving forward, the country
needs to focus on increasing the culture of angel investors and venture capitalists
and make laws that make it easier for entrepreneurs to reach out to such investors.
Similarly, intra-sectoral collaboration between the government, private sector and
the civil sector is a necessary factor to reduce the learning gap and information
inefficiencies related to entrepreneurship ecosystem development (Kunwar, 2018).
Additionally, Nepal needs to engage its population further into entrepreneurial
ventures by providing skill training and through evidence based learning that can
be contextualized in case of Nepal. Entrepreneurs need a platform to experiment
with new technologies and products without the fear of repercussions and if the
country can deliver on it only then can we say that we have created an environment
viable for entrepreneurship in Nepal.
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De Soto’s Lessons for Nepal
Surath Girl

As the COVID-19 engulfed Nepal starting in March 2020, Nepal’s already
flailing economy took a serious hit. Needless to say, the pandemic has further
exposed our broken economy. There is hardly an economy across the world that has
not been affected by the pandemic. Some economies like that of Nepal, however,
have been affected disproportionately. The countries where the informal economy
is the predominant sector have witnessed a significant portion of the population
fall back into the poverty line. Due to the restrictive measures adopted for the
containment of the pandemic, the economies have come to a standstill. World Bank
has reported that in the South Asian countries, the economic disruption has been
even visible from space with nighttime light intensity declining in more than three-
quarters of South Asia’s districts during the period between March and August
2020.!

The vulnerability to economic shocks in Nepal stems from two perennial
problems of the Nepali economy — high unemployment rates and a high level of the
informal economy.

Perennial Problems

It is estimated that over 400,000 youths enter the Nepali job market annually.
Many of them do not get jobs, at least within the country. According to the Report
on the Nepal Labor Force Survey 2017/18, 71.5 percent of the total population of
Nepal is of working age (15+) and the current unemployment rate is around 11.4
percent. What is more concerning is that the unemployment rate is highest among
young people aged 15-24 and 25-34 years.

As a result, labor migration has been a prominent source of employment
opportunities for the Nepali workforce. In the FY 2019/20 alone, the Department
of Foreign Employment issued 236,208 labor approvals to Nepali citizens seeking
foreign employment which gives an inkling of labor migration volume. The trend

had reached its peak in FY 2013/14 when 519,639 labor approvals were issued.
The volume of labor migration to India through the land is expected to be several

I https://openknowledge.worldbank.org/bitstream/handle/10986/34517/9781464816406.pdf
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times this number although the exact records are not kept.

Secondly, the Nepali economy is predominantly informal. The majority
of the employment opportunities are still in the agricultural sector or seasonal
employment. According to the Nepal Labour Force Survey 2017/18, 62.2 percent
of employments are in the informal sector which offers little to no social protection
making the workers vulnerable to economic shocks like the pandemic. Similarly,
the World Bank estimates that informal businesses make up around 50 percent of
enterprises in Nepal.2 Moreover, because of the very nature of the informal sector,
there is little to no growth. The lack of growth of the enterprises in the informal
sector means that the income of the workers engaged in those sectors does not
rise enough to uplift them from the poverty line sustainably. They remain just an
economic shock away from falling back into the poverty line.

To date, the government's response to high unemployment rates has been
programmatic in nature. Two of the most renowned government initiatives in this
regard, the Youth Self-Employment Fund, and the Prime Minister Employment
Program are focusing on create direct employment through government funds. The
Youth Self-Employment Fund, for instance, has been able to create around 78,000
self-employed youths in its total 12 years of existence (around 6,500 annually)?,
which barely makes a dent when we have an estimated 400 thousand youth entering
the labor force each year. These programs have been responding to the symptoms
rather than the cause, i.e., why is the economy not creating more and decent jobs?2
One can also argue whether these programs will have any positive impact since
they are merely transferring resources from taxpayers to certain groups of people
rather than creating lasting solutions.

Therefore, the crux of the problem here is why is our economy, especially our
informal economy not growing and therefore, not creating more and decent jobs.
An economist and his crusade against violent insurgents from the other side of the
globe may provide us some insights on this matter.

De Soto’s Crusade

The socio-economic conditions of the Latin American nation Peru in the
1980s and of Nepal in the 1990s were comparable. Both the nations were facing

2 https://www.worldbank.org/en/news/press-release/2020/10/08/covid-19-impact-on-nepals-econo
my-hits-hardest-informal-sector
3 http://www.ysef.gov.np/employed-details.html
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widespread poverty, lackluster economic growth, and corruption that pervaded
every sector of the governance and economy. And both the nations were grappling
with a violent Maoist insurgency that had killed thousands of people, displaced
many more, and brought the economy to a standstill.

Started in the 1970s, Sendero (The Shining Path), the Maoist insurgent group
aimed to overthrow the government and establish a proletariat dictatorship it had
termed the New Democracy. Starting in 1980 the group started violent warfare that
included indiscriminate killings, assassinations, and bombings. Widely condemned
for its brutality and violence against its opponents which included peasants, elected
officials, intellectuals, journalists, judges, and even other Marxist groups, by the
1980s the group had killed thousands of Peruvians and displaced over 2 million
of them. A million more were forced into voluntary displacement. Any kind of
opposition or disagreement was bullied into silence and the establishment of the
dictatorship of the proletariat was stated as the only means of achieving prosperity
for the millions of poor Peruvians who as per the Shining Path were naturally
disposed against markets and democracy.

Hernando De Soto, a prominent economist of the country who had started
a think tank called Institute for Liberty and Democracy (ILD) had different views
though. Based on his research findings, he argued that the lack of property rights
and access to legal protection for the poor are the root causes behind the poor
being unable to prosper. He and his team carried out an elaborate study of the
problems faced by the informal enterprises and the barriers that prevented them
from growing and escaping the vicious cycle of poverty. He published his findings in
his book, The Other Path: The Economic Answer to Terrorism with the title alluding
to an alternative to the path taken by the Shining Path. The book argued that most
Peruvians were not proletarians who were ready to rise against the business. They
were instead small-scale entrepreneurs who were struggling in the informal sector
because of a lack of access to the formal legal system. These entrepreneurs who
had migrated from rural areas to cities in search of employment opportunities were
engaged in micro, small, and medium enterprises and were working in the informal
or in De Soto’s word “extralegal” sector where they neither had access to formal
property titles nor the legal protection required for their businesses to grow. Lack of
formal property tiles meant that the entrepreneurs did not have access to affordable
finance because their assets could not be used as collateral. Additionally, these
entrepreneurs in the extralegal sector were not a small or marginal sector of the
then Peruvian economy.
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De Soto’s team carried out action research where they tried to set up a smalll
garment enterprise outside of Lima city following all the rules and getting all the
permits required by the law. They found out that it would take almost a year, 289
days*, a period only very few entrepreneurs in the informal sector could afford to
invest. And the cost of all this process2 Over 1200 USD - 30 times the monthly
minimum wage.® But this was just the tip of the iceberg, the team’s subsequent
research unearthed several examples that showed how the bureaucratic labyrinth
made it impossible for small-scale entrepreneurs to achieve formality. Following are
some of those examples:

- For an entrepreneur fo get out of the street and build a formal retail market
for food, it would take thirteen years to complete the legal and administrative
requirements.

- It would take 26 months to operate a new bus route.

- ltwould take 21 years to build a legally recognized building on a wasteland.

The book went on to become a national and an international bestseller and its
central arguments were picked up by the major media in the country. From tabloids
publishing the summarized version of the book to television channels broadcasting
the major arguments and findings of the book, De Soto’s idea reached every nook
and corner of the country and to the chagrin of the Shining Path, were acknowledged
and embraced by the policymakers as well as the target population.

The wide popularity of the book and De Soto’s intellectual crusade against the
violent prescription of the Shining Path led to a deadly attack against the Institute for
Liberty and Democracy by the latter. On July 20, 1992, the Shining Path detonated
a car bomb on the premises of the ILD killing 3 people and wounding 19 more.

Despite this, De Soto’s ideas of facilitating small-scale entrepreneurs to
transition into the formal economy as a solution to poverty and unemployment were
well-received not only by the Peruvian government but also received international
attention, especially of the other similar developing countries. De Soto’s prescription
of simplifying legal and administrative hurdles to business, granting property titles
to poor people, and providing legal protection to the informal businesses was
absorbed enthusiastically by various developing nations of the world.

4 https://www.ild.org.pe/ild-in-the-news/174-2015/1176-de-soto-recognized-by-the-world-bank-in-
the-2017-doing-business-report
5 https://www.elibrary.imf.org/view/journals/023/0029/021/article-A005-en.xml
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An International Problem

The labyrinth of legal and administrative hurdles that the general public,
especially the micro and small entrepreneurs have to face are not endemic to Peru.
The obstacles - the poor across the world face while trying to enter the legal/formal
economy are daunting. The hurdles come not only in the form of cumbersome and
costly legal and administrative requirements but also come in the form of anti-
competitive practices which are often protected by the state such as the syndicates
and cartels.

In his second, internationally-oriented book titled The Mystery of Capital: Why
Capitalism Triumphs in the West and Fails Everywhere Else, De Soto has unearthed
shocking obstacles faced by entrepreneurs across the world.

For example, it was found that in Haiti, to get a lease on government land takes
around two years. In the Philippines, formalizing an informal property in an urban
area takes around 13 to 25 years and 168 steps need to be completed.

According to De Soto, such state of affairs has resulted in $9.3 trillion worth of
‘dead capital’, properties that are inhabited and being used primarily by the poor
people but lacking the formal recognition and the potential use.

Ease of Doing Business

Subsequently, the hurdles to doing business and its impact on economic growth
and employment have received considerable attention, especially by the World
Bank which starting in 2002 had been publishing the Ease of Doing Business
Index. Created jointly by Simeon Djankov, Michael Klein, and Caralee MclLeish,
three leading economists at the World Bank Group, the index ranked the countries
covered by the index based on the ease of doing business in the country. Basically,
the index measured whether business regulations are simple and accessible, whether
contract enforcements are cost-effective and enforced, and whether property rights
are protected and respected.

The Index had received considerable attention and success. Doing Business
Report has been widely used by academics as well as policymakers around the
world to reform their business environment. For example, the number of economies
where it is possible to start a business in less than 20 days after fulfilling all the
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legal requirements has grown to 130 in 2016 as compared to just 41 economies
in 2005.6

Rwanda is one of the stellar examples of countries that have taken their
performance in the index seriously and have set out to improve their regulatory
environment. Rwanda has managed to become one of the top reformers in the
world having climbed up 112 positions from 150th position in the Doing Business
Report of 2008 to 38th position in the Doing Business Report of 2020. Table 1
highlights some of the major reforms carried out in Rwanda in this regard.

Table 1: Doing Business Reforms by Rwanda

Starting a business: Reduced registration fees; made it possible to
register a business online; consolidated name-checking, registration fee payment,
tax registration, and company registration procedures; reduced time required to
obtain a registration certificate; made the online registration one-stop-shop and
streamlined post-registration procedures.

Registering a property: Replaced the 6% registration fee with a flat
rate, regardless of the property value; created a centralized service in the tax
authority to speed up the issuance of the certificate of good standing; eliminated
the requirement to obtain a tax clearance certificate for property transfer and
implemented the web-based Land Administration Information System for
processing land transactions.

Getting credit: Strengthened its secured transactions system by allowing a
wider range of assets to be used as collateral, permitting a general description of
debts and obligations in the security agreement, allowing out-of-court enforcement
of collateral, granting secured creditors absolute priority within the bankruptcy,
and creating a new collateral registry.

Trading across borders: Expedited the acceptance of customs
declarations; liberalized the warehouse services market; reduced the time for
exporting and importing by extending the opening hours of customs points,
implementing or improving electronic data interchange and risk-based inspection
systems, and making improvements in the transport sector.

6 https://www.ild.org.pe/ild-in-the-news/174-2015/1176-de-soto-recognized-by-the-world-bank-in-
the-2017-doing-business-report
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Enforcing contracts: Launched 3 commercial courts—in Kigali, in
Northern Province, and Southern Province; implemented an electronic filing
system for initial complaints; introduced an electronic case management system
for judges and lawyers.

Source: https://www.doingbusiness.org/en/reforms/overview/economy/rwanda

Even complex economies have managed to achieve significant reforms in
their business environments. Our southern neighbor India is another country that
is making systematic efforts to improve its rankings in the Doing Business Report
by reforming the regulatory environment. India has remained among the top ten
improvers for the last three years and is currently placed at 63rd position in the
report.”

Nepal to date, however, has not done much to improve the performance in the
Doing Business Report.

Nepal and the Doing Business Report

Nepal currently ranks 94th out of the 190 economies studied with an overalll
score of 63.2. This is the highest rank Nepal has achieved in the report to date
and is a marginal improvement from its rank of 111th in 2008. The following
table presents the ranking of Nepal in the various components of the Ease of Doing
Business Index:

Component Rank Score
Starting a business 135 81.7
Dealing with construction permits 107 67.3

Getting electricity 135 60.9
Registering property 97 63.6

Getting credit 37 75
Protecting minority investors /9 58

7 https://www.worldbank.org/en/news/press-release/2019/10/24/doing-business-india-top-10-im

prover-business-climate-ranking
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Paying faxes 175 47.1
Trading across borders 60 85.1
Enforcing contracts 151 46.0
Resolving insolvency 87 47.2

Source: Doing Business Report 2020

If Nepal is to promote entrepreneurship, help small businesses in the informal
sector grow, and create decent employment opportunities, it is imperative to improve
the doing business environment. Currently, entrepreneurs have to pay thousands
of rupees and spend weeks to just get their businesses registered. Moreover,
the process and cost to shut down a company are prohibitively expensive and
full of red tape. Contract enforcement, especially for small businesses is equally
inaccessible and costly. There have, however, been some initiatives to streamline
the regulatory process. For example, the Companies (First Amendment) Act, 2074
(2017) made a provision allowing companies that have been inoperative for years
to shut down after paying a fee equivalent to 0.5 percent of their paid-up capital
to the government. It was a welcome move. The provision was, however, made
available only for two years since the commencement of the amended Act and made
available to only companies that have not commenced business. The government
has also set a roadmap to improve the investment climate®. The initiative is yet to
bring any significant change though. There have also been initiatives to digitalize
the company registration process.

Despite these minor initiatives, the major policy thrust of the governments so
far has been to create direct employment programs rather than improving the
business environment. The immediate output of such programs which can be used
for attracting voters could have been the motivation behind such programs. Not
reforming the business environment is not an option though. Without reforming
the business environment and making it easier for the general public to engage in
entrepreneurship, unemployment, and lack of decent jobs are going to remain a
perennial problem for Nepal.

8 https://www.worldbank.org/en/news/press-release/2020/02/26/nepal-government-sets-road
map-to-improve-investment-climate-reforms
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Way Forward

Nepal should make improving the business environment a top priority in its
economic plans. The Doing Business Report rankings can be used as a yardstick to
measure the reforms. Similarly, while making the reforms, the perspectives of the
most marginalized group of entrepreneurs should be taken into consideration. It is
important to remember that a regulation that may sound reasonable and affordable
for an entrepreneur from the city could be prohibitively expensive and burdensome
for someone from the rural area. Additionally, while approaching the regulatory
streamlining and reform, the policymakers should not think that they are making a
compromise in a tug of war between them and the entrepreneurs. Moreover, as we
can see from the experience of Rwanda, business environment reform is not a one-
time event but rather an ongoing process. The simpler and the more accessible we
can make them the better for the entrepreneurs. And finally, business environment
reform, per se, should not be taken as a panacea for the economic problems for
Nepal. Other economic reforms play an equally important role in contributing to
the economic growth of the country.
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