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Achieving Operational
Excellence

Operational efficiency. m bank, 15 about
gptimizing many processes and svstems
within a bank to maximize productrvity and
revenue, while also mumimizing costs and
reducing errors. It encompasses everything
from channels to customers, to staffing, t
technology adeption. This pursuit of efficiency
playvsa kev role 1n creating a positive customer
expenience that keeps chemts coming hack
which in torn, kas a huge effect on a bank's
evenue and profit maresins. An efficiently run
bank can process transacthons guickly, reduce
the likelihood of ermrors, and offer customers
a hassle-free expenence from simple account
mnquiries 10 complex financial transactions. It
also atlows banks to zllocate resources more
effectvely Thev have the means to mvest in
new technologies, improve customer service,
and mest the latest secunty standards.

Operational Excelience has emerged as a
crucial clement for the banking business.
Achieving operational excellence goss bevond
simply optunizing processes; o 15 about
fostenne & ecunltore of efficiency, mnovation.
and risk management. Operational exceilence
1s vital for banking institutions wiath significant
exposure to fOnancial markets and i helps
them stav competitrve, resilient, and customer-
ceniric. Banks are mvesting m more tailored
and more appealing products and services for
thetr customers. Operational excellence behind
the scenes makes an essential contmbunon to
the quality of customer expenence. It deals with
how to eliminate dependence onall low-value.
high-+volume manual processes. This tsa't just
abour liberating staff to do real bosiness. It's

Arjun Bahadur Kandel
Chief Manager
Nepal Bank Limited

also about reducing risks and the erfrors that
zo with 1t. In recent times zll the banks have
focnsed on improving operational efficiency
i1 thewr branches because it's dwectly tiad to
customer sansfactnon emplovee sansfaction
and overall revenue otcomes.

Major Factors Influencing Operational
Excellence

1. Channel Optimization

Channel optimzation refers to the techmigues
used to increase key performance indicators
(KPI=z) across all bank service channels. Banks'
main service channels are branches. sxtension
counters. ATMs. Cards, call centers. KIOSE
machines, digital banking, social media
platforms; ematl, website, and relationship
managers. =fc. [ts matn aim 15 to assess the
VAftous wavs customers interact wath a bank
to create a cost-effective combmnation that 1s
adaptad to sach bank’s specific customer basa:
Banks and their branches have to optimize their
service channels, reconfigure roles, duties, and
staffing within the branches, and employ new
metrics for analyzing branch performance and
value

2. Enhancing Customer Experience

Customer satisfaction 15 the outcome of
efficient operatton. & seamless
and efficient customer oxperience 15 a key
differentiater for banking orgamizations
and operational éxcellence playvs a pivotal
role mn achieving this goal The way and
mechanism of delivering banking services to
customers have alwaye played a crucial role

branch
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m enhancing the banking business. Customer
service 15 highly affected by vanous factors
such as energetic and dynamic staff. quck
response mechamsm, product knowledge,
positiveness, understanding of customers
needs, proactivensss, turie management sklls,
persuasion  skalls, unflappability. problem-
solving skalls, cleanhiness, ete. By streamlining
mnternal processes and optimizing customer-
facmp operations, banks can deliver faster and
more reliable services to their clients.

1. Increasing  Efficiency and  Cost-

Effectiveness

Operational excellence 1z svoonyvmons with
respurce optimuzation and process sfficiency
The geal of a bank 1s to improve the bank's
efficiency ratio by reducing the unit cost-to-
value ratio of sach activity or transaction. For
banking organizations with sxtensive financial
marks! exposure. this translates mto reduced
operational costs and mmproved profitability,
By  comtinuously ideanfiving  inefficiencies
and mmplementing targeted improvements,
these institutions can allocats resources more
effectively, fresine wp capital for further
mvestment or nsk mtigation
mprovement in this area imvolves contmual
performance monitonng and often comes
about as a result of analvzing, mapping,
beachmarking. and ultimately rethinking back-
office processes

4. Efficient Internal Control Mechanism

Process

Internal control 15 a process effected by an
eanty's board of directors, management. and
other personnel, d=signed to provide reasonable
assurance  regarding  the -achievement of
objectives in the following categorics:

«  Effectiveneszs and
operations

« Reliability of financial reporting and

efficteney  of

« Compliance with applicable laws and
regulations

5. Ensuring Robust Risk Management

Banking orzanizanions that operate in financial
markats are exposed to an arrav of nisks, such
as market volanlity, eredit risk, homdity nsk
and regulatory complance. By pnontizing
operational excellence, these mnstitutions can
establish robust risk management frameworks
to identify. assess, and mihgate potental
threats effectively A culture of contnvous
improvement ensures that risk management
strategies remam up-to-date and relevant to the
ever-changing financial landscape, safeguarding
the institution and s stakeholders from adverse
CONSSQUEnces.

6. Operational Risk Mitigation
Operational Risk is probability or threat of

damage, myury, hability: loss. er anv other
negative occurrence that 1s cavsed by =xternal
or imternal vuolterabilittes in the operational
area of bankmng these can be avoided through
precmptive action. Smmply 1t 18 a probabiliny
of loss because of operanonal 1ssuss. Major
compenents. of operational nisk are people.
processes, and systems.

Component of Operational Risk-Peaple
Possibility of financial losses associated
with neghgence, wrongdomg with lack of
knowledge, human error, damage, frand. theft,
work stoppages, -appropriation of sensitive
nformation, money laundering, inappropriate
mterpersonal - relations, and an unfaverable
working environment, and the loss due to lack
of clear specifications in the terms of staff
contracts: lasses associated with insufficient
staffine or staff with immadeguate sklls.
inadequate staff trainmg, and'or weak hirng
practices and duty segregation, €tc.

Components of Operational Risk- Process
Financial losses are reiated to the inappropriate
design of critical processes or to nadequate or
non-existentt policizs and procedurss. which
may result in shortcomings in transactions and
services or the suspension of these

This may therefore be considersd to mclude
risks associated with
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— failings m the models used
— inadeguats assessment of conmtracts or
the complexity of products

— SFrOfS in transactions. operations and
Services

— madeguate remuneration. settlement. or
payment

— sufficient resources for the volume of
operations

— madequats documentation of
transactions, and fatlure to mest planned
deadlines and budgets

— madeguate internal policies, process
notes, and instructions

Components of Operaticnal Fisk - Svstem

This refers to the possibility of financial losses
ansing fromthevse of inadequate 1T systemsand
related technologies, which may affect hew the
mstitution performs s operations and services
by undermining the confidenuality, mtegrity,
and ‘availability of information. Complex ot
poorly desioned systems and processes can
g1ve rise to operational losses, erther because
they ars unfit for purpose, or because they
malfunction Increasing sutomation of systems
and our reliance on IT has the potennal tw
transform risks from minor manual processing
errors to major systematic fatlures.

Warrant Buifer Tt takes 20 vears to build a
reputation and 20 munutes to run 1t”. Therefore,
operational risk mansgement 15 & prerequisttes
for achieving excellence 1 bank branch
operatons.

7. Adapting to Regulatory Demands

BEIs are governed by stringent regulations:
and non-compliance can result m severe
penalties and reputanonal damage. Operational
excellence ensures that banking organizations
havewell-defined and conssrently implemented
compliance procedures. This  proactive
approach enables these nsthtutions to adapt
swiftly to new regulatory requirements and to
demonstrate thetr commitment to transparency

o)

and responsible financial practices. Vanous
policies, ciculars, directives, and notices
issusd by NREB have 1o be adopted by all
BFls to ensure that all the bank operations
are complving. So all the bank employees are
requirad to perform their bank operations as per
regulatory requirements.

8. Fostering Innovation and Agility

In an everesveolnine fnancial landscape,
nnovaton and agility are mdispensable for
sustainable growth. Opeatonal =xczllence
encourages a culture of innovation, empowenng
emplovees to seek creative solutions to complex
challenges. The ahilite to adapt quickly
to changing market condimons, emerming
technologies. and customer preferences gives
banking orsamizations a competitive &dge,
enzbling them o capitalize on epporunies
and navigate potential disruptions succsssfully

9. Enhancing Emploves Experience

Happy employves ensures happy customers
Friendly behavior and relationships between
the leader and the followers foster a sound
working snvironment in an  Orgamization.
When emplovess are in an environment that
encouraces emplovees to werk hard, contribute
more, to share ideas. thoughts, and doubts,
they are more connecied to both their own and
the company's goals and success. We stnve to
ensure safe and faw working conditions and
practices ‘and to create an environment that
allows eur emploveess to Hournsh

10. Enhancing Internal Processes

The bank cenducted a range of internal process

improvements throughout the vear which
focussd on centralization and automation,
resulting 1 increasad  efficiency  and
productivity in our back-office operations: The
intemnal process of the bank should be smooth
and less hierarchical

11. Boost Staff Productivity

Operational efficiency can be achieved by
mcreasing staff productivity. Automation tools
can help improve. staff productiviiy. enabling
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banks to handle more transactions and greater
volumes of activity with the same number of
personnel. However, produchvity improvement
1z not dependent on technology alone. Some
of the most sizmificant opporiumitiss mvolve
using established performance management
technigues, suchas clearly defined expectanions,
improved motrvation and rewards svstems, and
better traiming and supervision Bank employees
-are tasked with achieving the Bank's mision and
embodying and representing strong customer-
focused. Thev execute the strategy which
essennally mvolves delichting the customer
-and mantmmng operational excellence. They
are at the heart of legacy of success and our
future strategy.

12. Efficiency of Operation Incharge

In most of the bank branches designated staff
15 appoinied as an opetation in charge. He'she
15 & kev person to ensure overall compliance
with efficient service delivery by motivating
the team. The branch operations mn chares has
been entrusted by the bank to ensure that all the
latd down processes. procedures: directives:
tegulations, SOP. guidelines, and policies are
adhered to while executing transacrion banking
and vet make the customers feel at home
by providing guality serice as per Bank's
mission viston statement and commitments

13. Effective Leadership

The =ntire operation of bank branches depends
on effective leadership. The branch manager
15 also a leadsr, coordinatos, supervisor, and
mentor who needs to drve thewr team to
achteve s=t goals and targets and overses and
manage inhersnt nisk associated with the dayv-
to-day operation of the branch Thersfore, the
commatment ownership. vision, and dedication
of branch manasers are kev to achievine
operational excellence.

14. Better Decision-Making

Implementine an operational excellence
program can help improve how a bank makes
decisions. To streamline workflows and

p:iaﬂf'am s do fefRes: affolcaa Beiurg, 2000

eliminate inefficiencies, operational excellence
requires good decision-making skills.

15. Increased Resilience and Ability to Adapt
to Change

Operational sxczllence 1s about finding what
isn't workmes well and making the changes
needed. It requires a keen growth mundset and a
zsense of agility to be able 1o stay resilient.

16. A Thriving Company Culture

Banks can attract more customers with a
postive work culturs. Creating a positrne work
culture i1z not sasy. but the payoff i worth
it. To create a positive work colture every
bank branch should adopt strategies such as
communicating openly, réwarding excellence
and teamwork. and suppoerting 2 healthy work-
lite balance Banks strive for high-quality
performance; they also stnve to eliminate
the pain pomnts that emplovess fesl m therr
dally work. At the end of the day. it leads to
mcreased emploves engagement, collaboration
and a thriving company culturs.

17. Growth Mindset

Te achieve operational excellence, the mindset
of people nesds to shift People who have
a growth mindset belisve that even it they
strupgle with certamn skills, their abilinies
aren't set in stone, They think that their skills
can change over ume Contrary, people with
fixed mindsets think their skills won't improve
no matter how hard thev tv. So, all bank
emplovees should have a growth mindset with
the goal of making improvements. We haive to
examine our processes and idennfy arsas that
are broken Make sure we're looking at the root
cause of what's causing roadblocks, pain points.
or challenges.

18. Fostering Communication

Operational excellence 1snt a3 one-and-
done type of pursuit It takes constant care,
mtantion_-and imiprovement. For this_-all lines
of communication should be kept open for the
wotkforce and even for customers. Two ways

of communication 1etop down and bottom-
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up approach of communication should be
implemented. It helps to establish a culture of
feedback 1na bank

19. Measure Result

Various KPIs can be implemented to measure
the efficiency of bank operattons. We can count
and rank every type of transaction and service
mn a bank to accurately evaluate performance,
profit, customer service, and more, It can be
hard to chooss which measures to focus on
Major KPIs can be revenue, expenses, operating
profit ROA_ ROE. average iume to saftle 1ssnes:
customer feedback, number of accounts opened,
sales volume: profit per emploves, quality
culture. ste

20. Commitment to Continuous Improvement

Once we've mmplementsd the chanses in bank
operation, keep a pulss on how those changes
helped improve our business. We might find
new things to improve mn this process. which
means continuous improvement should ahways
be top ef mind. The backbone of success has
always been our commitment to operational
excellence. This commitment 1s mors important

i today's world of heightened competition and
fux

Conclusion:

Operanonal excellence focuses on a consistent
way of working. It has a balanced focus
BCross data-driven  decision-
making. continuwous improvement, effective
collaboration: and the use of technology 1o

CUSIOMmMErs,

aptomate and mmprove efficiency. Operational
excellence 1z made up of the entire organization.
working n harmonyv to meet s purpose. It
1z creating & set of behaviors, nundssts, and
a working culture that 15 specifically tied to
the wvalues of that organizatnon By enhancing
efhciency, nisk management, and innovation,
banks can thrive in an increasingiv compentive
and unpredictable financial landscape Today.
the banking market 15 more saturated with an
array of similar banking products and services,
what sets an orgamzation apart 1S 1ts speed.
accuracy. and quality of delivery. Therefore,
operational excellence 15 considersd as a
tool that helps banks miest the ever-evolving
expectanons of customers and emplovees.
while also helping the institunion grow,

FO% R



Insurance Industry in Nepal
and Its Contribution to
National Economy

Backesround

Nepal's msurance wmdustrty has undergone
significant transformation, emereing a&as a
prvotal player in the naton's financial sector
This sector serves as a fundamental tool for
risk management. asset profection. and the
facilitation of economic growth and resilience
It offers a diverse array of msurance products,
catering to & growing clientele and reflecting
Nepal's evolving landscape,
characterized by heightened awareness of the

ECONOMIC

need for inancial security. Nepalese insurance
mdustry  encompasses various categories —
hfe, non-hife. health and agriculture insurance
meludme  mucromsurance: Life  imsurance
policies enable indwnduals and fammbies 1o
save for the future. shield themsshes from
uncertainties; and plan for retirement and
gducation. Non-life ingurance addrésses a
wide spectrum of risks. encompassing health,
property. and vehicie coveraze, offening a safety
net agamnst unforeseen financial sethacks.

Economic development m Nepal has besn a
kev catalyst for tndustry growth Regulatory
reforms iatiated 1 1990s have also been
mstrumental, ensuring transparency, consumer
protection, and a compefitive environment. The
sstablishment of the Nepal Insurance Authonty
(NIAY in 2079 BS a= the successor of the
Besma Samat: (Insurance Board) =stablished
2026 has further fortified regulatory oversight
As the nation experiences economic £Xpansion
i diverse sectors, mdnvidoals and businesses
mereasmnely seek msurance to safeguard thewr
assets and imvestments, Furthermore, rismg
fnancial inclusion and hteracy have spurred

Bhupendra Uprety
Manager
Nepal Insurance Company Ltd.

demand for imsuranceproducts. The ssgnificance
of the msurance industrv today extends bevond
risk management. It serves as a contributor for
capital formation, channeling funds collectad
through premiums mnto productive investments,
and thess mvestments, 1 tomm. bolster
infrastructure development. industrial growth
and other economic endeavors, fostening overall
economic progress. Moreover, the insurance
sactor gensrates emplovmernt both directly
within insurance compames and indirectly
through intermedianes such as brokers and
agents. This employment generation not only
supports sconomic development but also ads
i mitigating unemployment.

As Nepal continues to forufv its sconemy
and enhance financial stability, the insurance
industry emerges as a kev contnbutor, furnishing
mdividuals and businessss with  financial
zecurity, promotng mwvestments, and fornfying
cconomic resthence. The sector's joumney of
growth and adaptanon underscores 1ts integral
rofe in Nepal's financial landscape, assunng a
more financially secure and prosperous funure:

History of Insurance

The history of the financial system in Nepal
t5 relatively short. In 1880, the Terarth Adda,
also known as the National Treasury Office.
was established under the direction ofthe then
Prime Mimister Ranodweep Singh. It imtially
served as the govermnment's bank and Mimstry
of Finance during the rule of the Rana dyvnasty
It wasn'tuntil 1937 with the founding of Nepal
Bank Limited (NBL), that the general publie

gained access to vanous fOnancial services
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Prior to this, thers were no imsurance companies
operating within Nepal, and the insurance needs
of the coumiry were mst by foreizn. meostly
Inchan, mnsurance companies (Shrestha et al
2013).

Ten wears after the sstabhichment of WBL., the
Nepal Insurance and Transport Company was
foundad 1n 1947 aza subsidiaryof NBL. Thistwas
Nepal's sole national nsurance company until
the establhishment of Rastriva Beema Sansthan
(RB5) mm 1968 Following the establishment
of RBS. Life Insurance Corperation of India
which had been the pnmary life insurance
provider. transferred 1ts businesz to BBS and
closed 115 office m Nepal m 1972 However,
non-life. insurance compames continus W
operate in Nepal to this day.

In 1968, Rastriva Beema Sansthzn (BBS)
was established as a govemment-owned
organization under the Companyv-Act of 2024
and later converted into a corporation under the
Rastriva Beema Sansthan Act of 1969 Prior
to the enaciment of the Insurance Act of 1968,
thers was no regulatory: body everseeing the
msurance business in Nepal The Insurance
Act of 1968 l=d 10 the formanon of Beema
Samitr as the regulatory auwthonty for the
meurance industry (Shrestha et al. 2013)
The NIA, an autonomous entity sstablished
under the Insurance Act 2079 BS. ssrves ag
the sole regulatory body for Nepal's insurance
sector s primary ohjectives are 1o ensure
fair, compeutive, and trustworthy insurance
services while protecting poltevholders' nghts
and interests.

Nepal's mdustry  uaderwent
significant changes in 1968 when & joint venture
meurance company was hecensed to offer both
hifs and non-life insurance policies. The real
expansion of the msurance industry, howevear,
began mn the 19905 as a result of financial sector
reforms: and the ltheralization of the sconomy:
These reforms and policies promoted the
growth of the insurance business in the pnivate
sector, leading to the emersence of many

msyrance

new companies, mncluding branches of Indian
and US. msurance compamies with foreign
eguity. By the end of the fiscal year 202223,
the number of insurance compatiss 1 Nepal
had reached 36. includins 18 life insurance
compantes, 16 non-life insurance companies,

and two reinsurance company (MeF, 2023},

The economic liberalization policy-along with
the governments emphasis on pnvatnzation
further fostered the development of Nepal's
msurance  imdustry, development
projects and the increasing number of domestic
airlines operating in the country also contributed
to the expansion of the insurance market
New second-generation non-life insurance
compames: such as  Alliance Insurance
Company, Premier Insurance Companyv.
Himalavan General Insurance Company.
United Insurance Company. and Sagarmatha
Insurance Company, were emearged within this
reform penod. The Beema Samm infroduced
provisions to distingmsh hetween life insurance:
and non-life insurance compames (Shrestha
etal 2013). As a result several life insurance
companies, such as Nepal Life Insurance
Company, Lafe Insurance Company of Nepal
and American Life Insurance Company (now
MetlLife Company), began operatmg in the
couniry.

Narious

Insurance compames in Nepals financial
system have played a role in mobilizing funds
for wvarnous developmient ssctors. Non-life
msurance companies offer servicss in areas like
fire mmsurence, marine iNSUTANCE, SNCMSSNND
and contract msurance, air insurance, as well
as miscellansous insurance, which includes
theft insurance, crop insurance, carthguake
neurance, and mors.

Policy Reforms and Nepalese Insurance
Sector

Policy reforms in Nepal's financial sector 1in
the late 80s and early 90s of the last century
encompass liberalization regulatory framework
establishment  and  enhanced  financial
inclusion The reforms promoted bankine
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and insurance services nationwide with thewr
special focus on rural aveas. Policy reforms
Nepal's insurance sector include liberalization,
regulatorvy oversight through Beema Samun
established 1n 2026 (which is now convertad
mnte Nepal Insurance Authority - NIA m 2079
BS) and the separation of life and non-lifs
mnsurance companies. [he policy of mandatory
remnsurance has ensured risk management of the
mnsurance companes. Also, the government has
encouraged microinsurance and rural outreach;
enhancimg accessibility. Consumer protection
measures and technolosy adoption have
umproved transparency and services. Foreign
investment and compention have modemized
the industry, expanded 1= product range, and
mncreased CONSUMEer access.

Policy: reforms m the mourance sector have
plaved a sigmificant role 1n shaping and
developmg the industry Thess reforms have
aimed to increase officiency, transparency,
and competitivensss while ensunng consumer
protection. The establishment of a regulatory
authorrty; Beema Samun, under the Insurance
Act of 1968 and now the NIA was a crucial
reform. The NIA is the sxclusive regulatory
body established to orsanize. standardize.
monitor. and oversee the country's: insurance
industty as an independent organization
with a perpetual existencs. as mandated by
sectton 3 of the Insurance Act of 2079 BS.
The prmary goal of NIA s to ensure that
msurance services are equitable. competitive,
dependable. and tustworthy. Addinonally, it 15
tesponsible for effectively regulating insurance
operations to safeguard the nghts and interests
of policyholders. In pursuit of these broad
objectives: the Authonity collaborates and liaises
with vanous nattonal authoritiss, the private
sector. stakeholders, international counterparts,
and global organizations. It's worth noting that
the Autheritv holds the stans of a foundmng
member in the International Association of
Insurance Supervisors.

One of the fundamental policy reforms

Nepal's insurance sector was the liberalization

and derszulanon of the insurance industry, The
government zllowad private sector participation
and foreion imvestment in INSUTANCE COMPANIes.
Thiz move led to increased competihion, product
mnovation, and mmproved customer service
The policy reform also required the separation
of lfe insurance and non-life insurance
companies. 1z separanion ammed to improve
the focus and specializanon of insurance
compantes 1 their respective sectors, leadmp
to better services and products In addition
insurance companies weie reguued to obtain
reinsurance. Lhis helped spread the nsk and
ensure that insurance companies could meet
thewr obligations to policvholders. even in the
face of large-scale claims.

The Lberalization and reform of the entue
financial sector, not just insurance, have had a
significant impact on the industry. The opening
up of the financial sector l2d o the smergence
of more financial insistutions, creaiing a more
robust environment for insurance companes
to operate. The government has also promoted
micromnsurance products, making insurance
more accesstble to the rural population. These
policies atm to-address the spectfic needs of
rural and low-income communitics, providing
coverage for events such-as crop farlure, heatth
smergencies. and natural disasters.

P-:dic}‘ reforms have placed a strong smphasison
consumer protection. Regulations and oversight
ensure that insurance compani2s operate farly,
transparently. and in the best interests of
policvholders. Consumier awareness campaions
have also been launched to educats the public
about their rights and responsibilities regarding
wmsurance. Likewiss, insurance companies have
been encouraged o 2dopt modern technology
to improve their operations and reach a broader
customer base. Online sales, digital claims
processing, and other technologzical innovations
have been promoted to enhance the customer
experience.

Additionally, the policy reforms have placed
a stong emphasis on mmproving corporate
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governance. within insurance companics.
Companies are required to adhere to higher
standards of transparency, accountability, and
ethics, ensurning that they operate 1na financially
sound and responsible manner. The introduction
of Pusk-Based Capial requirements was
another reform in insurance business which
ensures that msurance companies maintain
an appropnate level of capital to cover the
risks they wundertake Thiz helps protect
pelicvholders by ensunng that companiss can
mieet thewr financial obligations, Overall, these
pelicy reforms have had a positive impact on
the mmsurance sector 1n Nepal, making 1t more
competitive, consumer-friendly, and financially
stable. They have also conmbuted to the
sector's growth and development, leading o a
wider range of insurance products and services

avatlable to the public.

Contribution of Inmsurance Induostrv to
National Economy

Insurance constitutes a significant: componsnt
of Nepal's financial system. ranking as the
second-largest sector behmmd  banks and
financ:al mstitutions. It serves as a mechanism
for transferning risks offering financial secunity
against unforesesn losses in a world fraught with
uncertmnties. Insurance mitigates and provides
indemmity agamnst losses that lie bevond human
comtrol. effectively shifting the burden of
potential losses from one entity to another m
exchange for a premium. Its pnmary objscirve
15 safeguarding human life, wealth, and assets.
Mereover, mnsurance compames play-a pmvotal
tole in the cconomy. stimulating savings,
conmbunngeto capital formation. and ultmarely
bolstering the countiv's GDP (Pandit, 2021)
Additionally, insurance generates emplovment

opportunities and promotes scononuc and
financial stability.

As of mud-March 2023, Nepal has a total of
36 mmsurance compames. comprismmeg 18 hfe
msurance companies. 16 non-life insurance
compamies, and 2 re-insurance compamtes. In
the fiscal year 2023, the financial resources and

utilization of the msurance industry amounted
to NPR 71347 billion, with NPR 623 .82 billion
atinbuted to life insurance and NPERE 89 58
billion to non-life msurance (MoFE, 2023). In
fiscal year 2022, the financial resources and
ptilization of the insurance industry amoumnted
to NPR 604.03 ballion, with NPR 321 6 billion
attnbuted to life insurance and WPR 82,97 hillion
to non-life msurance. This marked an 18.11
percent increase comparad to the previous vear
The insurance industry has seen rapid growth
with the msurance premum nsing from NPR
3043 hllion in the fiscal vear 201314 w0 NPR
177 81 billion 1 2022/23 Investment by both
life and non-life mnsurers has steadily increasad.
reaching NPR 682 48 billioss in 202122, with
life. insurance accounting for 84 7 percent and
non-life insurance for 13 3 percent (MoF. 2022).

Table 1: Investment mmount in life and non-
life insurance sector (Rs. 10 million)

Insurance

FY Life 1‘;; Total
01617 138839 | 22425 |16126 4
201718 177815 | 2745.0 (205265
201819 225179 | 3667.8 | 261857
201920 284675 | 38441 | 34311 6
202021 343376 | 6339.4 | 406770
02122 578324 | 104155 632479
202223 62389.00 | 895800 71347

Sowrce: Economic Swrvey, 2022723, Ministry
of Finance. Govermment of Nepal

The insurance coverage for Nepal's population
mncreased from 41 2 percent in mid-July 202210
44 05 percent 1n msd-March 2023 (MoFE, 2023).
This figurs nises 10 7 percent when mcluding
foreign emplovment temporary life insurance.
As of mud-March 2022, there are a total of
3245 insurance company branches, compnsing
2.206 for life imsurance and 1.037 for non-
life inzorance, whie m mud-March 2022,
thers were a total of 3 329 msurance company
branches comprising 2 792 for hife insurance
and ! 037 for non-life insurance. Nepal imifiated
an agncultoral msurance program m 2012,
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expanding to include livestock insurance since
thefiseal year 20147135, Subsidies foragncultural
and lmestock msurance were mnitially sst at
73.0 percent, mcr=asing to 8§00 percent from
2021/22. By the end of the fizcal vear 202122,
the total subsidy amounted to NPR 605031
million out of a total wsured amount of NPR
19 02 mllion, with claim pavimerits amounting
to NPR 133 § mulhon. By mid-March of 2022,
-a sum of Rz 240 million have been pawd for
80 percent subsudy on insurance premiums
for ammal and fisherv insurance and Rs 39
billion werth of lrvestock and fish products
kave besn protected. No amount kas been pad
towards crop msurance this vear A total of Rs
4330 billlon was msurad under agriculture
and hivestock msurance tll mud-July of the FY
2020/21. Its tnsurance premrum was Res 193
bilhon A sum of Rs 1 43 billion has been paid
for the 75 percent of the premium subsidy n
the FY 202021 including Rs. 1135 38 mallion
for crop imsurance and for Rs 133 billion for
livestock and fishenes insurance (MoF. 2022)
Although there has been no expected progress
i crop insurance under crop and livestock
significant progress haz  been
achieved in livestock insurance.

IMSUrance_

Role of Insurance Sector in Economic
Development

The insurance ndustry plavs a crucial role m
advancing Nepal's economic development
several wavs as:

i. Risk Management: Insurance offers
individuals and businesses a financial
safety net. enabling entreprencurs to
make caioulaed decisions, mvest m
their emterprises, and pursue growth
opporiumities  without the fear of
unexpected financial setbacks. such as
natural dizsasters or accidents:

ii. Capital Mobilization: The insurance
sector channels funds inte productive
investments. Premmms collected by
msurance companies are  typically
mnvestad in various financial instroments,

v

V.

Vi

Vil

contributing 10 capital formation. These
funds can be vnlized for infrastructore
projects, industnial expansion, and other
economicactivines.

Savings and Asset Accumulation:
Life msurance policies encourage long-
term savings and the accumulation of
wealth. These resources can be used
for retirement planning, education, or
HIVestment 1m incoms-generating assets,
pltimately enhancing an  mdividual's
financial well-beine and belstenne
overall sconomic stability.

Job Creation: The insurance mdustrv
gencrates employment opporfunities,
bothdirectlvwithininsurance companies
and indirectly through intermedianes,
brokers, and agents. This employment
growth supports economic development
and helps reduce unemplovment.

Infrastructure Advancementi: Insurance
1= a vwvital component of major
infrastructure  projects. It  attracts
mvestments and ensures that critical
infrastructure 15 safeguarded against
potential rmisks. thersby prometing
infrastructure  development, which is
cructal for economic progress,

Boosting Business Confidence A
well-functioning  insurance  sector
instills confidence in  businesses.
Compantes are more mchned to mvest
and expand when they have dccess to
msurance coverage that safeguards
their investments and operations. This
mcreased confidence fosters economic
growth

Enhancing  Financial Stability:
Insurance companies contribute to the
overall financial stability of the country
by providing coverage for substantial
losses. This stabilstv 15 pvotal for
attracting foreizn investments and
mamtammng the trust of mvestors.
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viili. Disaster Recovery: In a country like
Nepal, zusceptible to natural disasters
such as sarthguakes and floods,
msurance plays a entical role m the
recovery process. [t faciliates swift
recovery for idividuals and busmnesses
after such events, minimuzing the
SCOROMIC mmpact.

ix. Supporting Agriculture and Rural
Development: Insurance programs
designed for agriculture, mcluding
crop and livestock insurance, assist
rural communitics in managing risks
associated with farming Thiso
turn, promotes agncultural and rural
development, a key dnver of Nepal's
economy.

x. Government Revenue Generation:
The insurance sector  generates
governmem revenue through taxes
and fees, enhancing the government's
capacity to mwvest in infrastruchire and
public services.

Overall, Nepal's msurance sector significantly
contmbutes to economuc development by
promotine risk management, capital formation,
savings, wealth accumulanon, job creation,
and business confidence. Tt also suppors
infrastructure development, dizaster recovery,
mral advancement. and govemment revenue
generatton all of which are essential for Nepal's
ECONOMmIC Progress.

SWOT Amnalvsis of Nepalese Insurance
Business

Nepal's msurance mdostry 15 on a growth
trajectory, with opportumties fir expansion,
ezpeciallyinmral areasand throughtechnological
advancements. However, challenges like low
awarensss and regulatory changes need to be
managed, while threats such as natural disasters
and economic instability should be addressed
through robust risk management strategiss. The
follovnng SWOT analysis of Nepal'sinsurance
business examines its strengths, weaknesses,
opportuntties; and threats; providing insighis
wto the indusiry's current position and future
prospects:

' Strengths:

i. Growing Market: The insurance mdustry
m Mepal 15 expanding due to increasing
awareness and economic development

ii. Regulatory Framework: A well-established
regulatory  body, the Nepal Insurance
Authonty, ensures tramsparency  and
comphiance.

iii. Rising Financial Inclusion: Efferz o
mcrezse financial mclosion have opened up
new markets for msurance products.

iv.  Diversification: Insurance compames are
offennz 3 vamety of products. meluding
micromnsurance and mmovative policies.

Weaknesses:

i. Low Penetration: Insurance penetration
remamns low, with many segments of the
population still not covered

fi. Limited Awareness: There is 2 lack of |

awarsnsss about the benefits of insurance,
particularhy 1 rural arsas

iii. —Dependency on Agriculture. Nepals
economy 15 heavily reliant on agnculture,
making the msurance business susceptible
to natural disasters.

v, Operational Challenges: Some msurance
compantes may f5ce operational challenses,
meluding nsk assessment and pricing.

Opportunities:
i. Rural Expansion: The untapped rural market

compantes.

ii. Technological Advancements: Leverzoing
technology for enline sales and claims processing
can enhance accessibility and efficiency:

iii. Economic Growth: As Nepal's economy grows,
individuals and businesses may seek more

offers significant growth potential for insurance:

Threats:
i. Natural Disasters: Nepal 15 prone to|
earthquakes, floods: and other natural |
disasters., winck can l=ad to substamla”
clamms

ii. Regulatory Changes: Frequent changes in

msurance regulations can create Unceramty
for companies. |
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{nsUrance coverage.

iv. V. Foreizn Investment: The government's
openness to forsien investment can attract
imternational insurers, fostenne competihion and
INNOVANON

iii. Competition: The industry's liberalization |
has led to increased competiion wh.il:h!
mav squeeze profit marsms.

Conclusion

The insurance sector in Nepal has transformed
into a crucial element of the country's financial
landscape, providing nsk management, asset
protection, and economic growth facilitation
With diverse offerings, 1t caters to 4 growing
customer base, reflecting Nepal's evelving
economy and mnereasing awareness of financial
security's imporiance This sector comprises
life and non-life msurance_ with life insurance
promoting savings and protection, while
non-life msurance covers health, propery,
and wvehicles. Resulatery reforms. sconomic
growth, and mmproved financial literacy have
driven 1ts expansion. Bevond risk management,
wmsurance chanmnels funds mto  productive
mvestments, supporiing infrastructure and
industrial growth It generates emplovment,
reducing unemployment. As Nepal strengthens

115 ecenomy, the insurance industry contributes
to financial securnity, mvestments, and economic
resilience, ensuring a more prosperous future
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The trade-off between
Effective and Ethical
Manager

Background:

While domp dav-to-day operanona! tasks,
the manager always faces a clash between
effectivensss and sthics. Sometimes. being
ethical seems wuseless, wielding ne frumt
Managers can bnng effectiveness to the work
and achieve goals compromising ethies. But,
this effectiveness achieved by sacrificing ethics
needs to be checked with greater inspection.

The relanonship between commitment and
trust ends whenever compromuse is made with
ethical practices: When goals ‘are achieved
in place of sacnfices by moral and ethical
practices, 1t leads to losing fanth and trust among
the smployees. The team loses trustworthiness
from thewr manager as well The process 1s slow
and not apparent. This. i turn, sacrifices the
togetherness of the group. In the long run, the
viability 15 significantly dimimished because of
this need for attachment.

The guestion that anses in mind 15 “whether,
to achisve effectivenesz, we chould sacrifice
moral or ethical values or not?” The answer 15
a big "No" because true effectrveness can only
be achieved if morals and ethics are followed.
Ethical practices develop trust and mutual
understanding among the team members and
managers. his 15 important for the group's
togetherness and helps achieve the desired goal
on time

Meanings of Effective and Ethical Manager

An effective manager 15 a person who delegates
the task ta their team or zroup. He'she
manages management 1ssues or cratcal tasks
Subordinates who feel ttusted are better placed
to achisve theiwr desired objective and are offered

~ ™
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some monetary benefits if they performed well.

Ethical managers demonstrate many gualities
that recognize them as supervisors who go past
just observing approaches and complying with
laswws. Moral administrators are the mdividuals
who ceasslessly practice the accompanying
practices, staying focused on trustworthimness
decency, and generous, hard-workng attitudes.

From the above discussion, we may say that
an ethical Manager 15 far better than that of an
effective manager. and svery good organization
always deswures 1t Some examples of sthical
management are listed below

Example 1

A news storvy exposing an emploves for
upnethical behavior zoes viral The company
remains transparent about the problem by
addressime it 1n 3 press conference and updanng
the public on the progress of the mestzation.
The company retamns the public’s trust by
apologizing for anyv harm and enacting steps to
prevent future mcadents

Example 2

A company develops a new product and
ressarches  different  vendors  to source
raw materials. The first vendor produces
environment -fnendly raw matenals. but the
second vendor dossn't., and its matenials are a2
little cheaper. After consulting with colleagues,
an executive decides the extra cost of the first
vendor 18 worth mamtaining the company's
committment to the environment.

From thesz e=xamples, we can draw manyv
charactenstics regarding an sthical Manager
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» Intepnty

o Neotrality

s Relabilmy

+ Transparency

+ Looking out for public benefits and respect
for the environment and society

s Combat against the laundernng of proceeds
of crime and financing of terronsm

s Prevennon of information abuse

+ Avoiding unfair competition between
organizations

+ Implementng practices thar increase
overall confidence 1n the company

s+ Looking cut for the common mterest and
reputation of the orsanization

» Growing the organization

s Informing the customer about the products
and services

o Carefully keeping customer secrets

s Makinp the best use of resources

« Improving service gquality .and handhing
customer applications with precision

s Accurately, consictenthy, completelv. and
nmely informmg customers of products
and services

« Making and mmpilementing manageral
decisions required for comphiance with
all primciples of sthies published by the
association of the organization

The above characteristics are gmded by several
principles, some of which are hsted below
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A figure: Eight Ethical Principles

By adhenngz to these principles, any company
Of orgamization can ensure that i1t i1s operating
ethicdlly and keeping m mingd the best mtersst
of its employees and customers. When o
comes to bemg an ethical leader or manager,
a few things should be kept 1n mind At s
core. ethical management 1s about uphoiding
the highest standards of business conduct and
not about what's 1n vour interest. In a wotld
where busmnesses are constamtly under pressure
to increase profits and reduce costs: it's more
impaortant to focus on ethical practices thatr wall
help to build mustwithemployees and customers.
Ensuning safety. health. and envirenmental
standards are alwave top priormties for ethical
manacement. It's because these issues can
have a direet impact on emplovee morale and.
automatically and mdirectly, an even bigger
impact on the customers.

Eight tips for becoming an Ethical Manager

I. Alwayvs be honest and straichtforward
when discussing business decisions with
team members:

To become an ethical manager always he
honest and straizhtforward when discussing
busmess decistons with team members. Tt wall
help to build a climate of trust, transparency,
and rapport. It will ensure that everyone 15 on
the same pace when makms crtical decisions.
Further, 1t will also make 1t easier t0 pomt
out any possible ethical isspes m making
dectisions, all of which areessential for effective
commumcation and teamwork Honesty 15 alse
a necessary virtue for makinge sthical decisions,
as 1t prevents any misunderstandings or disputes
down the hine that can lead to conflict. Being
upfront can help the team stay motivated and
focnsed on the task at hand and reach their goals
promptiy

b

Encourage open communication among
the team members.

It 1z important to encourage open
communication among the tcam members
to become an ethical manager It will alse
help to build trust and foster a collaborative
environment_ which is essential for effective
teamwork and can identify and resolve any
issues: quickly, effectively. and ethically
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by working together In addition, open
commumcation also allows to identify and
addfess any unethical behavior before it
can become a problem By promoung open
commumcatior within the feam. 1t can
be ensured that everyone 15 aware of the
company's values and standards and that
they are followed

Alake sure all team members know and

follow the company's values

All team members must know and follow the
companv's values to be an ethical manager
They should know what 15 sxpected from
them when it comes to the company's values.
It's:alzo essential that everyone on the team
understands why sthical decision-making
15 crucial for the company and how 1t helps
to-achieve the organization's goals ethically
and effectively. This way, they will be able
to understand and comply with policies and
procedurss and can ethically work towards
a common goal Setting clear expectations
for evervone who works for the company
can foster a workplace where collaboration
and teamwork are smphasized. In addition,
making sure that the values are known and
underztood will help to create a postrve
corporate culture, which will benefit both
the emplovess and the company,

Define what is ethical and what is
unethical for the team, and be proactive
in preventing unethical behavior in vour
team

Ethical management 1= about creating an
environment where everyone understands
and -adheres to the orgamzation's moral
values. It encompasses creating an
ethical culture, promoting moral values,

implementing  suitable sthical svstems,

and managing emploveess accordmngly. To

become an ethical manager, you first need
to define what 15 ethical and unethical
for the team. It can be done by formmng
and circolating strict and ethical codes. It
would help prevent unethical behavior 1n
the team and take disciphinary action when
necessary. Making the companv's ethics

rJl

the drving force behind the employees'
decisions 15 crucial Further; 1t wall help to
reach the commion goal more effectively

and ethically It can alse help to create a
sustamable, ethically sound culture for the
Team

Take disciplinary action that is necessary
when violations of expected behavior are

observed

Te beceme an ethical manager, you must
take disciplinary action when you see
someone violating the expectad behavior
Doing so can help to promote fairness and
a healthy wortle environment and maintam
a high level of morale among the team. By
taking disciplinary action based on sthical
misconduct, ethical managers can also send
a clzar message that they will not tolerate the:
violanons. Taking swift and decisive action
will ailso inspire employees to act ethically
and comply with workplace regulahons. By
following these ssmple tips, vou can become
an ethical manaser and maintain a positive
reputation mn the eves of the team.

Be prepared to deal with failure and use
it constructively to strengthen the team

Becoming an ethical manager 15 not always
easy. but 11 1s worth 1t. To become an =thical
manager, one will need to face failure head-
on and make an extra =ffort to help the team
succesd. It will réquire vou to be resilient,
have a strong work ethic, and prepare
vourself to take on tough challenges It
also helps the team develop a strong work
ethie and become more responstble and
accountable for therr actions: You can bmld
solidanty and mutual respect wathin the
team through these challenging nmes. [tean
ultimately makes them more robust in the

long run.
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7. Cooperate fullv with mmvestigations into
any allegations of misconduct by team

members

One of the cotical things vou will nsed to do
i1s 1o cooperate fullv with anv mvestigations
or allegations of the breach of the code of
conduct of any of the team members. By
domng thiz vou can build credibility with
the emplovees and protect vourself from
any legal liabilities: This will protect the
business and help cultivate a positive work
emvironment conducive to praductiviny and
growth. It wall-also help build a strong case
against anvone trying to undermine your

authority or winterfers with your work.

Beimng proactive and following all the correct
procedures can end anv unethueal behavior
It can establish a trustworthy leader who
cares for his team members It wall allow
the creation of a safer and more trust-basad
workplace for svervene involved. Further,
it will create a posinve i1mage for the
organization in the industry and in front of

stalieholders.

8. Make decisions based on the best interest
of the team and the orgamization. not

vourself

Becoming an #thical manager 13 not only
about being compassionate and fair It
15 also about making decisions that are
bazed on the best interests of the team and
the orgamzation. The best way to become
an ethical manager is to alwavs put vour
team's best mnterest first. It means making
fair and equrable decisions that will benefit
evervone onvourteam_ It can be challenging
to put vourself in other people’s shoes. But
it's essentizl to be able to do sp to become
ethically sound.

HOW TO IMPLEMENT AN ETHICAL
MANAGEMENT PLAN?

A fgure Process of nplemant Managemant Plan

Some pomts are noted down to implement an

cthical management Plan They are:

1. Ideniify the
Identifying the orzanization’s values can grve a

organization's values:
foundanon for an sthical management plan It
alzo allows to compare the company's obiectives
with 1ts. values to prevent potential biases
Consider consultng the company's websie
and asking sxecutrves about the company's
overarching values If the values are unclear,
we rmight suggest a campaign to clearly define

the company’s mission

2. Hire the right emplovees: Organmizations can
foster their valuss through 4 posmive culture,
but starting with a pood foundation is ideal
Hiring emplovess whose values alien with the
orgaiuzation can make establishing a legacy of
honesty and responsibilnty easier Dunng the
ecruitment and interview process. highlight
the companv's values to attract and retain
compatible candidates,

3. Promote a positive company culture:
The management ieam should emulate the
company s values and encourage others to do
the same via a positive company culture It's
ideal to start promoting relevant values dunng
orientation. -as it welcomes employees and
encourages them to practice good behavior It
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can also conduct diversity wamming, schedule
team-building activities. and distmbute rewards
to those whe embody the company's valuess.

4. Emphasize respect, transparency, and
procedural  fairness: Approachss  vary
based on the orzamization's valuss, but most
management teams put employess, customers,
and society above the bottom line. They can
achieve thiz goal by respecting emplovess and
encouraging everyone to do the same The
ethical management team practices procedural
farrness and remamns transparent about 1ts

actions 10 guarantes unpartial treatment.

3. Practice ethical behavier owside of work:
The management team sets an example for
their employees and represents the company
even when they're off the clock, makmg 1t
important to practice ethical behavior outside
of work. Your acuons can positively reflect on
the company image and demonstrate an ability
to be consistent. Practicing ethical behavior
outside of work 15 as simple as using social
media appropriately and keeping your personal
and professional relanonships separate. If vou
wamnt to be more ambihious with your ethical
behavior outside of work, consider volunteering
for a cause that aligns with the organization's

alues.

Importance/Significance of Managerial Ethics

1 Pramotes Gooewill and Image

2 Helps to Maintain Good Nedatioms with Stakehodders

3 Leas Interference (rom Governmient

4 Promotes Falr Compatiion

5 Promotes Social Responsbadity

B Improssisy 'n'l'LIIhI!1|| Enyirgnment
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A figure: ImportancalSignificance of Managerial Ethics

1. Promotes Goodwill and Image
Goodwll and image are gamned through the

trust of societv towards the organization.
The supply of zoods and services by
considerine quality. quantiy, tune. and
price expected by the customers facilitates
gaming their trust.

2. Helps to Maintain Good ERelations with
Stakeholders
The stakeholders are the partizs who
are directly or indirectly related to the
orgamzation such as employees, customers,
suppliers; lenders, sovermment, etc. Ethical
behavior helps to mamtam relations with
them. An ethical manager always tries to
meet their requirements

3. Less Interference from the Government

If the business operation runs unethically
and 1violates the government rules, 1t wall
attract the sovernment's imterventions.
However, an ethical manager mnever
performs any business operation achyvity
vielating government mles and regulations.

4. Prometes Fair Competition

Business cthics helps to promote fair
compention  among business firms It
discourazes to wvolved in unfair trade
practices like an amifimal shortage, black
marketing, adulteration, obsolescence, ste.

5. Promotes Social Responsibility

The managser performs business n
soctety to fulfill hus sconomic objectives.
Business ethics gmide manasers to be
mvobhved m social weliare programs hike
participating m education, healthy sports,
environmental protection, ete.

6. Improves Working Environment

It guidss the manager to develop a better
working enviroament in the ergamzation.
Hes fries to motrvate employees by



mtroducing a feeling of justice, equality,
freedom, belongingness. a sense of
responstbility, and ownership.

7. Helps to Increase Market Share

Gaining prestige and reputation in the
market/industry, m the long run, helps to
ncrease an organization's market share:

Conclusion

Becopung an ethical manager 18 not an sasy
task. It takes time and eHort to develop the
skills and understanding needad to be:a role
model for the subordinates’employees. It 1s
alzo challengmng to uphold the highest ethical
standards 1 all business interventions.
However, 1t benefits the emplovess and
keeps them on board the win-win cutcomes.
Following the path of morals and sthics mav
not vield dnidends in the shorter run, bat they
will be frustful in the longer run Moreover,
trus effectiveness can only be achieved when

sl dw ferides affoicaa Geiurg, 2000

morals and =thics are the foundation of the
team. Thev build mutsal trost. behef, and
rehiance between the 1eam members and the
manager, which 15 essennal for the cohesion
of the team And cohssion is the key 1o
higher effectivensss. Ethies always lead to
effectivensss.
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Cyber Resilience — 'An
Introduction’

The history of modern banking 1n Nepal dates
back to 87 years with the establishment of Nepal
BankLimitadin 1964 B S_Bankingand financial
mstitution has been the most flounshing services
it Nepal. The financial msirtution 15 operating
very well and introducing new services on an
evervday basis. This tough competiion among
all the banks and financial services (BFI5) has
motivated finaneial institutions tomove forward
n the digstal path which has maximized digial
transactions in tremendous numbers nationally
and intemationally, Over the past two decades,
dhigital services have elevated along with
grassroofs penetration in internet services and
the rice of smariphone users In compansontoa
pre-covid scenaro where digmtal services were
mostly limited to checking account statements,
customers these davs have been very handy
with digital pavment systemé throughout the
globe. Morsover, posi-covid 1t can be seen thas
the financiz] market has been domunated by the
digital payment system

Reshning the skvrocketing growth in dipgital
transactions and increasing dependence on
dhzital products, Cyber resilience guidelines
were tniroduced mm Nepal on 10th Bhadea 2080
by Nepal Rastra Bank (NRB) to address the
adverselyratsedcybernsk The Cyber Resilience
Guideimes - 2023 (CR.G) has been published by
NRB according to 1ts monetary policy of fiscal
vear 202223 policy number 128 wiich states
“Cyber and Information Security Guideline will
beissued for the institutions licensed to carry ctit
pavment-related transactions.”" The CRG was
creatad by NRB to support Guidelires on Cyber
Resilience for Financial Market Infrastructines

L

Deena Shrestha

Beputy Manager (IT)
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(GCR) by the Diternational Orgaiization of
Securities Commissions {JOSCD) i June
2016. Through this CRG, NRB expresses s
expectations for cvber resilience to overseers
and Licensed Institutions (LI) by the Payment
Systems Department 12 Class A B, C. and D
of Banks and Financial Institutions (BFIs) along
with Payment System Operators (PSQ) and
Payment System Providers (PSP). In this CRG
document, NRB has also mentioned that 1t may
also designate Financial Market Infrastructures
(FMIs) to implement the CRG as per its need.

What is Cyber Rezilience?

Cyber resilience 15 the abiloy of an organization
to piotect tself from, detect, respond to, and
recover from cyber-attacks. Cyber resilience
12 a concept that brings busmness comtmuity,
information systems security, and orzanizanonal
resilience together Cyber resilience desenbes
the ability 1o deliver the desired services despite
expenencmg challenging cvber events such as
cyvber-atiacks, natural disasters, or economac
slumps.

According to the National Institute of Standards
and Technelogy (NIST) “The abiiity to
anricipate, withsiand, recover fram, and adapt
to adverse conditions, stresses, attacks, or
campramises an systems that use or ave enabled
by evber resources. Cyvber resiliency is imiended
to enable mission or business ghiectives that
depend on cyber resources to be achieved in a
cantesied cyher erviranmest."

By being resilient orgamizations can reduce
the impact of an attack and ensure that they
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can contimue to operate effectvely, A cyvber-
restlient organization can adapt to known
and unknown crises, threats. adversities. and
challenpes. With the spusling continoation
of digital services, if's hizh nme all the BFls
commonly accept the siuation where it's no
longer a matter of '1f but "'when' an organization
will suffer a cyberattack This means that
instead of focusing on efforts to keep coominals
out of the banking network, 1t's better to assume
they will eventually break through the secunty
defensas and to prepare oneself on a strategy 1o
reduce the impact. It's ligh time 1n the Nepalese
financial mdustry to understand thata measurad
level of information secunty. proficiency. and
restlience has a direct effect on how well an
orgamzaton can contnue busmness with littls o
no downnme. Therefore. a high level of Cyber
Resilience 15 a basic preregmsite for the smoath
functnioning of highly digitalized processes,
networked products, and services

Why cvber resilience is important?

The Licensed Institution’s (LIs) secunty
landscape tn Nepal 15 changing rapidly. From
radical musratton of tradiional business to
digital approach and aggressive competition
sirategy all the BFIs and L1Is of Nepal are under
critical cvber compromase, thereby this 15 the

peak time to plan on handling a broad ranze of
cvber risks.

Being cyber resilient can help any BFls in the
followng wavs:

* FEarly detecton of potential nsks
can muhgate the impacts. enablhing
continuous business operations and
minimal downtime.

* Enhancesoverall secunty with strategies
forimproving [T govemance, increasing
data protection efforts. munimizing the
wmpact of natural dizasters, and reducing
human error.

*  Meet legal and regulatory requirements

*  (Cyber resilience guidelines motivated
the improvement of securtty culture and

sl dw ferides affoicaa Geiurg, 2000

internal processes.

* Improves compliance with government
and industry regulations.

* Helps build brand and reputation.

s PBeducss reputational damages and
financial losses ultimately,

Since the number of evber-attacks and thewr
business impact has grown sigmificantly in
recentyears the importance of evberresithience 1s
even mote crtical as it enables any organization
to continue to funcuon with the least amount
of disruption in case of any accidents mn cvber
nusinterpretation. Early detection and quick
recovery allow BFIs and all other Licensed
mstitutions to mitgare risks and mmpacts.
enabling continuous businsss operations and
ultunately controlling financial loss breaches.

How to achieve cvber resilience?

There are several steps that orgamzanons can
tak= to tmprove their cvber resilience, mncluding:

1. Improving security: Orgamzations
should improve their secunty measurss
to make 1t more difficult for attackers to
gainaccesstotheirsystems Thisincludes
things like using strong passwords
and two-factor authentication. keeping
sofiware up to date, using licensed

products, and mononng access.

2. Detecting attacks Orzanmizations need
to be able to detect attacks quickly
so that they can rapidly respond and
minimize the damase This includss
having systems in place 1o monitor for
suspicious actrvity and waining staff to
spot the signs of an attack.

2. Responding to attacks Once an antack

has been detected, orgamizations needto

have a plan in place for how to respond
to mimmize the damage This should

inciude who to contact and what steps

to take.

4. Recovering from attacks: Once an
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atiack has been successfully dealt wath,
orgamizations need to beable to recover
their systems and data This includes
having backups 1 place and a plan for
how to restore systems.

Bealizing the impoirtance of cyber resilience,
CRG documents 2023 of NEB have powmnted
out some of the sieps needed for achieving
cvber resthience that also mmcludmmg change
m employment stams in security analytics to
comntrol mmsider threat BFIs and 1Is should do
proper screeming . and backsround checks in
svery new emplovment, similar checks should
be performed on every emplovee penoedically
throughout their employment. Any organization
should set up processes and controls o mitigate
risks associtated with emplovess changing
their job responsibilities or quithing their jobs.
Meoreover, access control should be followed
strictly and should be momitored regularly. In
the case of BFls, standard mles and regulanons
are to be followsd while allowing access w©
every system including user creation. report
‘eSS, access to systems; and data center. Thess
accesses should be monmitored very strictly and
even [D cards should be made compulsory for
every staff as per the CRG for monttoning the
unauthorized access to the premuses. Moreover,
skills and mformation should be shared among
all the exisung employees with proper trammng,
situarional -awareness, and information-sharng
portals. The main focus of the CRG document
is also to ensure that the board of direciors
and sentor management are aware of their
responsibilities  regarding cyber resihience
mecluding thewr role 1n managing cvber risk and
if necessary, receive appropnate raining,

CRG document of NRB also focuses on the
accountability of cyber resilience architecture.
Under the accountability section of the CRG
document. 1t stares that all the Lls should ensure
that s semior executive such as the Chief
Information Securty Officer: (CIS0) should
have sufficient authority and access 1o requirad

resources 1n both people and technology The
CISO should be responsible for camying out the
organization's cyber resilience architecture and
should be responsible for mitigating any cyber-
related activities with excessive authonity hke

directly reporting to the board.
CRG's Practical Approach in Nepalese BFIs.

CyberResilience Guidehnesisalegal framework
that facilitates the cybersecunty requirements
for possible hardware and software functiens
implemented on the Licensad Insttutions (Lis)
aloneg with s control and authonity. Afier the
implication of this law. Lls are now obliged to
take securty sencusly throughout a product’s
life.cyele.

Before the NRB CRG act the vanous acts
and inimatves taken at national levels only
partially addressed the identified cvber
securtty-related problems and nsks, creanng
a legislative patchwork within the mternal
markat. It increased legal uncertamiy for both
manufacturers and uvsers of those products
psed 1n LIs and added pressure onl companiss
to comply with a number of requirements for
strmilar types of products and services.

The major problems addressed with NRB cyber

resshence guidelines are:

1. The low level of cvbersscunmty of
products with digital elements 13
reflected by widespread vulnerabilities
and the msuffictent and inconsistent
provision of secunity updates to address
them. It was not many vears azo
that BFIs went digital from manual
transaction processing systems, | hough
the BFIs have gone digttal the practice
of licensed mnternational seftware 1s not
very common in Nepal. Nepal being a
developing country all the erganizations
are talang baby steps towards technical
investment Though BFIs of class (A)
and Class (B) have gone comnpletely
digitalized, we cannot deny that other
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financial institutions of Class (C and D)
and other non-class BFIs are stll under
the traditional bookkeeping system. It
can be belicved that the introduetion of
this CRG will pusde 21l these financial
mstitutions to understand the Cyber
nsks and thewr mmpact with desper
understanding.

2. The insufficient understanding and
access to information by users,
prevennng them from choosing products
with adequate cvber secunity: praperties
or secursly using them 1s believed to
be solvad with the CRG document In
the context of MNepalese BFIs, the wser
creation, and access controls policy was
not monitarad. This CRG has spread
its light on Access control and the risks
related to smplovee access, transfers:
and movements.

3. The practice of appomting a Chief
Information Secunty Officer (CISO)
and 1ts job description was not siandard
n the context of Nepaless BFIs to date.
Dufferent orzamizanion has  different
level and rights with CIS0O as per the
orgamzanon. Now the CRG has set
proper gmdelmes to appomt a CISOaza
seniof executive responstble for carrving
out the organization's ¢yber resilience
architecture and should be appointed
by a board member as mentioned mn
the CRG document Also, the CRG
document has clear instructions on the
roles, authority. and skills standard. This
will help BEIs and all T.1s to prepare
themselves for their cyber responsibality
and execute the orgamzations cyber
resilience mihatves.

Limitation of CRG in Nepalese BFIs

1. Challenges for traditional business
and economy.

Under certam conditions, all products with

digital elements itegrated into or connected
to a larger electronic mformation system
can serve as an attack vector for malicious
artors. The CRG dorument has sat standards
and mles for mterconnections realizing the
way manyv BFls arc operating now It's not
a new concept that almostall the LIz of
Nepal have shared partnerships with third-
party fintech offices for opefating different
business operattons. Though CRG has sat
some standards in thesse interconnections,
1t seems that a standand set 15°a completely
new stratezy o adopt for all BFIs and
software orzamzanons. Also, the standard
described in this CRG document can be
followsed by some national-level BE[s but
1t 1s very difficult for the existing general-
level offices which bave just begun to adopt
the digmtal technolozies. In the context of
Nepal, not even all our government offices
are digmtal, we sull go through books and
ledgers to get our mandatory services
wmtroduction of different rules can be a
big challenge for these kinds of offices to
go dimtal Therefore any amendments n
CRG should be able to addres: from ground
level of dimitalization to digntal product
implementations.

2. Challenges for startup companies.

Nepal has just begun to move forward 1n
startups with wvizsible econonuc stabsiliny
m the country. however facing the
COVID-12. and world economic ensis
it's the biggest challenge for new founders
to know which deadly trap they may face
as they launch Familianzing ones=1f with
different dominant factors with CRG can
be helpful but the standard of licensing set
may be a bit high for these startups 1o zet
the market in Nepalese BFI: Banks bemnp
the most profitable business i our Nepalese
econpmy, the high imtemnational standard
for the products to be-apphecable in BFIs
can be a bir and expensive challenge for
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the new startups in our Nepalese economy,
From facinpg challenges ke rassing capial
to complying with govermnment regulations,
it can be difficuit for startups to survive and
thrive in & competitive market. An 1deal
solution for an mclusive approach can be
setting the standard with national practices,
govemnment mvestment programs, and
encouragement policies for local startup
compantes so that it can promote Nepaless
siartup companies and the overall countrv's

SCoOnomy.

1. CRG fails to address e-commerce
ritles, digital theft, and crowd funding.

The wizible shortcomings of the CREG
document ar= 1t fails to address the 15sues
of skyrocksting unregistered e-commerce
and digital thefts. Nepalese online business
1s growing but the rules and regulation
1o bind them with digital wransacton 15 a
biz challenge m todav's economy. With
these unregistered companies and their
untraced transactions to highest rates of
digital theft blke veoice scamming. ATM
fraud, spam cmails, counterfeiting, and
forgerv ars very comitmon nowadavs which
15 the biggest challense faced by Nepalese
orzanizations 1n today's dare. However,
NRB's CRG document fails to shed lighton
these i1ssues. Moreover, Crowdfunding 1s
alse not mentioned n the CERG document
which could have helped startups and other

compames with 1ts fund regulations.
Conclusion

Cyber resiliency plavs a ortical role n
doving dizital transformation which then
enables enterprise resiliency and continuity.
smbed
cvberzsecunty. ar incephion are better able
to drve Amle development, robust and
resilient platforms guarding cvber threats and
ultimately providing proper zndance to stable
orgamzations and the economy.

The introduction of this CRG 1n the Nepalese
econpmy will help organtzations and businessas
to ensure that financial stability 1z mamtamed
and conmbute to the proper management of
cvber threate throughout the Nepalese financial
system. The ultimate goal of cyber resiliency
t5 to help an orpanization throve in the face

For example, organizations that

of adverze condinons hike cnses. pandemics.

financial velatihity, etc.
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Data Warehousing in
Banking perspective

Introduction

In today's dynamic and data-driven banking
mdustry, the significance of data warchousing
cannot be overstated Banks deal with massive
volumes of data daily. ranging from customer
informaton to transaction records and nsk
assessments. [o rematn compettive and make
informed decisions, banks need to efficientiy
store, manage, and analyze this wealth of data
Data warchousmpg 1= & vial technoiogy that
empowers banking mnstitutions to achieve these
obiectives.

What is Data Warehousing?

A data warchouse 15 a system that stores
data from a companv's operational datahases
as well a5 sxtemal sources in a centralized
repository. that collects, stores. and manages
data. Data warchouss platforms are different
from opsranonal databases because they store
historical information, making 1t easier for
business leaders to analyze data over a specific
penod of ume. Data warchouse platforms also
sort data based on different subject matter, such
as customers, products or busmicss activitics.
Diata warehiouse 1= destoned to support business
mtellisence and decision-making processes
by providing a undied and stuctired view
of an organization’s data Data warchousing
technology  involves data  Extraction,
Transformation, Loading (ETL), data storage,
and remeval mechamsms.

Components of Data Warehousing: A typical
data warehouse consists of several essennal
components which are listed as below:

Deepak Bhatta
Assistant Manager
Nepal Bank Limited

* Data Sowres: These can mclude varnous
systems, databasss, and applications used 1n
banking_ such as core banking svstems, CEM
software, and transaction processing systems.

» ETL Process: The ETL proessses exiract data
from different sources. transform it to mest
spectfic requiraments, and load  into the data
warchouse

* Data Warchouse Database: This 15 the core
component where data is stored. organized.
and optimized for query performance.

« Business Intelligence Tools: Thess tools are
usad to retrieve.and analyze data stored in the
datawarchouse. They ensable users to generate
reports, create visualizanons, and make data-
drrven decisions.

» Metadata: Metadata 15 crucial  for
understandine the data stored m the data
warehouse Tt provides information about the
data's source, structure, and meaning

Data Warchousing in Banking Industry

The banking mdustry 15 charactenized by the
need to grow customers and by the ability to
retain existing customers. Orowing banking
busmess can be difficult without access to
historical and cument customer data. Data
warchousing improves the speed and efficiency
of accessing different data sets and makes ot
easier for corporats decision-makers to denive
mnsights that will guide the business and
marketing strategies that set them apart from
their competitors. Some of the aspects where
the data warchousing seems to be uriportant i
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banking mdustry are

* Cusztomer Relatnonship Management: Une
of the fundamental pillars of the banking
industry 15 building and mammtaining strong
customer relationships. To accomplish thas,
banks need to have a deep understanding of
their customers' preferences, behavior, and
needs. Data warcshousing plays & vital role m
achi=ving this by consolidating customer data
from multiple touch-pomts, including enline
and offline imteractions, this can achieve via
warshouse in following manner
* Create a 300-degree customer view:

Arcording to & research hy MeKinsey
bank is able to reduce customer loss by 13

percent by using data to develop atargeted
campaign A data warchouse consolidates

to 1dentifv trends and pattems that may
indicate potential nsks For example, by
analyzing histonical default rates, banks
can refine therr lending eritenna:

Reai-time monitaring: Data warchousing
allows banks to momtor transaction data
i real-time, enabling early detection
of suspicious activittes and fraud This
15 especially cntical 1n todayv's digital
banking landzcape.

Regulaiory compliance; Compliance with
regulatory regquirements 1s  paramount
in banking A data warchouse can store
and manags hisronical data for andits and
reporting. ensuring that the bank meets
reculatory standards.

costomer data from wvanous channels
like Mohile Bankins, CBS. chat bot
credit card transaction as well as social
media. enabling banks to have a holistic
view of thewr customers. Which helps
in understanding customer preferences,
predicting. theirr needs, and offering
personalized services.

Cross-selling ana up-selling: By analyzing
customer data in a dafa warchouse, banks
can wdentify opportunities for cross-selling
and up-selling. For mstance, if a customer
frequently ussz a savings account. the
bank can recommend investment products
that alion with thewr financial goals:

Iorgeted marketing compaigns: Banks
can use data warchousing to ssgment
their customer base and create targeted
marksning campaigns This ensuras thatthe
right message reaches the night audience at
the right time. improving marketing ROL

Improved Decision Making: In the fast-
paced world of bankme. timely and informed
decision-making 15 crucial Diata warchousing
empowers banks fo make data-driven decisions
by providing access to accurate and up-to-date
mformation. Here's hows

* Parformance meirics; Banks can track
various performance metries, such as
loan approval rates. customer satisfaction,
and revenues pgrowth, through data
warchousing This data assists in setting
targets. momtoring progress. and making
strategic decisions.

* Scemario amalysis: Data warehousing
agllows banks to perform scenano
anzlvs:s by simulating different economic
conditions and thewr mmpact on the
mstitutton This helps m devising nisk
mitisation strategies and prepanng for
£CONOMIC uncertamties.

* Forecasting: Wnh historical data and
advanced analytics. banks can create

Risk Assessment and Managemens: BRisk
‘assessment 18 at the core of banking operations.
Data warchousms also aids in risk assessment
‘and management in Varous Ways:

» Historical data arialisis: Banks can use

financial forecasts that puide mvesiment
decisions_ asset management, and liguidity
planning.

Regularory Compliance: The banking sector

historical data stored mn the data warchouse

15 heavily regulated to ensure stabilay and
protect the interasts of depositors and investors.
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Compliance with these regulations 1s a daunting
task that requires nigorous data management

and

reporting. Data warchousing eases this

burden 1n several wavs:

Data mtegrizv: Data warchousing ensures
the mtegrity and accuracy of the data
stored. which 15 wvial for regulatory
repornng. The data 15 maintatned 1o a
consistent and auditable state,

Histarical data  retention:  Many
regulations requure banks to  retam
hiztorical dma for extended periods: Data
warchousing systems are designed to store
large volumes of data efficiently, making 1t

easier to meet these requirements

Renorting capabilities: A datawarchouse's
reporting and quenying capabilities allow
banks to generate the necessary reporis for
regulatory bodies promptly and accurately.

Enhanced Customer Service: Customers
expect seamless and efficient servicss from
their hanks, whether they are using mobale
banking apps or visiting a branch Daia
warchousing can contribute to ephance
customer service n the followang wavs:

Reagl-time accownt uiformation: Data
warchousing allows banks to provide
customers with realtsme access te thewr
account informanon, including balancss,
tranzaction history. and statements.

Custome» support: By analvzing customer
data, banks can idenufy commeon issues
or mgquiries and provide better customer
support. For instance, 1f a particular service
of transaction 15 causing problems for
many customers, the bank can proactvely
address the 155ue.

Personalization: Data warchousing helps
banks offer persomalized servicez and
recommendations to customers, fostening
a sense of lovalty and sansfaction

Challenges in Data Warchousing for Banking

* Dara QOuality and Integration: Banking

data comeszs from diverse sources, and
ensuring data quality and infesration can
be complex. Inaccurate orf incomplets data
canlead toincorrectanalysesand decisions.
Banks need to mvest in data cleansinpg and
imisgration processes to mamtamn gh-
guality data 1n the warehouse.

Security ognd Privacy: The banking
zector 15 & prime taroet for cvberattacks.
and the secumty of customer data 1s a
top pnormy. Data warchouses must be
fortified with robust sccunity measures
to protect sensitive informanon This
mncludes encryption, access control, and
momtoring.

Sealability: As banks grow and adcquue
more customers. thetr data wareshousing
needs alse grow Ensunng the data
warchouse 1z scalable to accommeodate
mcreasing data volumes 1s crucial Banks
should regularly evaluate and upgrade
their infrastructurs to prevent pedformance
155u2s:

Compliance and Regulationn Chawges:
Regulatory requirements in the banking
sector are subject to change Diata
warehousing solutions must be adaptable
to new compliance requirements and
capable of generating the necessary reports
to meet these requirements.

Bata Govermgneer Effectuive data
governance 15 vital in the bankine sector
to ensure data accuracy and consistency.
Banks must establish data governance
practices and assign responsibibity for data
manarement.

Future Trends in Data Warehousing for
Banking

* Cloud-Based Data Warshousmg: Many banks
are sxploring cloud-based data warehousing
solutions, which offer scalability, cest
sfficiency. and fexibility

Cloud-based
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data warchouses allow banks to focus on
data analymis rather than mfrastructure
managrement,

» Big Data Integranon: Banks are incereasingly
dealing with big data. including unstructured
data from socal mediz -and external sources.
Data warchousinzg solutions will need to
inteprate and znalyze this docerse data for
a more comprehensive view of customer
behavior and market trends.

* Advanced Anabvtics: Advanced analvtics,
including machine leaming and ‘anificial
mtelligence, will play a crucial role m
data warchousing. Banls will use thess
technologies to gain deeper insights, automate
decision-making  processes. and improve
fraud detection.

* Data Privacy and FEthical Considerations:
As data privacy regulations becoms more
stringent, banks will need to incorporate strong
data privacy and ethics frameworks into thewr
data warchousing practices: This will mnvelve
anonymization, consefit management, and

adherence to ethical omidehines:

Conclusion

In the dynamic and compentive world of
banking, data warshousing is an indispenzable

technology that drives operational efficiency.
enhances customer service,
regulatory compliance. The importance of data
warchousing in banking 15 evident n 1ts ability
to unify customer data, support risk assessment,
enable data-driven decisions. and sirsamline
regulatory reporting.

and ensurss

Az technology continues to evolve, the banking
sector will need to stav zhead of the curve by
embracing c¢loud-based solutions, imiegrating
big data and hamessing advanced analvtics. By
domng so. banks can mamtam their competitive
edge and comiinme to mest the sver-zrowing
demands of customers and regulators aliks In
an era where data 15 king. data warchousing
will remain a cornerstone of banking success.

Reference:

Jiawet Han Micheline Kamber and Jian Pet “Data
Alinine Concepts and Techmigues”, Third Edinen,
Morzan Kaufmann publishers.

https: /www_ herzing edu’blog/what-data-
warchousine-and-why-it-imporant

https: 'polestarsolutions medium.
com/'the-importance-of-data<warehouses-for=

banks-538343523al4
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Does Board
Governance of a Bank

Matter ?

Curtain Raiser:

The writer of this articie starts his arpument by
posing a blunt and childish gqueshon: does the
governance of Board of Directors (BOD) of a
bank matter? This question might have been
constantly pondenns mto. the mund of many
bankers. both BOD and the management team.
In the following paragraphs. an attempt 1s made
to answer this question.

How of BOD Governance (a means nof an
end):

Before deep diving into this guestion, the writer
likesto conceptualize the meaningof gsovernance
in relation to the BOD. The Board Governance
1s nothing but the how seemem of the BOD,
its operation, conduchon and management.
Thersfore, the Boazrd governance mself 15 a
process, and a means toend. Therefore, it1s how
the various functions of BOD enchrined by Bank
and Fmancial Insiitotion Act (BAFIA). code of
sthics of the beard, and the vanous directives of
Nepal Rashtra Bank (NRB) specific to policy,
compliance, nsk, audit. menttonng and other
are being executed in the letter and spint. Since
the BOD 1s the apex decision making body. 1t
15 responsible to mamntain good zovernancs not
only of the Board but also of the Bank destined
to serve the very inierest of the sharcholders,
customers and the depositors.

The moot question at this juncturs 15 why and
hew of BOD govemance. The writer weuld
like to dissect the quastion from two impottant
angles. In the first place one must not forget the
unportance of BOD processes and activiiies

of 113 members: both on the Board and off the

Deependrs Bickram Thapa
Former Director
Nepal Bank Limited, Board

Board, and 1n the second place the ulhmate
results of the BOD processes and decisions.
The process, as mennonad above, 15 to do with
the how segment of the Board while the results
with the tangmble and utangibles such as gutput,
outcome, impact and customers' sanisfaction
wiath the services of the Bank rendered to them.

BOD operahon witlun the lezitimate
jurssdictton stipulared 1 the Amcle 22 of
BAFIA 15 extremely crucial BAFIA has not
imamned an Executive Chair of 2 Board.
Therefore nether the BOD. collectively, nor
members; individually, are to intervene and
wterfers info the administrative or operational
and routina/daily affawrs of the Bank The daly
conduct comprisss of the functions like deposit
collection, lending, vESting, managing
personnel, miaking expenses and so forth
Real hife experience reveals: that intervening
wmto these areas especially with petty interest
broken chain of
command, mismanagement broken umity of
command, frustration, and erodad professional
environment. This 15 whers comes the issue
of the mndnadoal guality of the BOD and the
process through which they are selected and/or
elected. Therefore. strict adherence to BAFIA
provistons, the unified directives of NRB. the
code of conduct of the Bank_ and findings and
sugoestions of the NEB supervision reports 15
genmnely verv umporiant. Alse, BOD education
1s must to this end to make it understand its
roles and responsibilities and i1s scope of work
both 1n individual and collective level Few
examples are there whereby BOD had etther

has resulted confusion

refused the candidacy of the Chair or lowered
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the rank of Chair to member, unanimously_ for
one or other reasons mentioned above.

Equally important 1s the off the Board activity,
Off the Board constitutes the actrenv while
staymg mn the BOD as the member and also
when the perzon has completed itz tenure of
BOD. The wnter thinks that this 15 a pretty
impertant aspect of BOD) operation as meeting
those client's who are bidding for Bank's
assigaments_undear public procurement law, out
of office 15 really a suicidal as 1t clearly depicts
that the person 15 under pecumary mfiuence.
So 15 the cass for management team as oo
one from 1t must meet the chient's unofficial
Mesting customers’clients to promeoete bank
business 15 always welcome and of course, thig
15 an expected behaviour on the part of BOD.
There 1= a clear line of demarcation 1n between
institutional interest and mdividual intersst
while meeting the chemts. This 18 entrely
contingent on the purpose of the mesting. So,
it 15: the sale responsibility of the Director ‘as
S'he will be accountablie to her'his acts. The
sub-clause 2 of clause 23 of BAFIA has madse
a specific provision that the Darector will be
personally accountable to hs'her act which 15

bevend the authonty bestowed to herhim.

The former Dhirectors of the Bank T think. are
the unpaid ambassadors who could propagate
the image and credibility of the Bank staving
off the Board The Management and BOD
are advised to get in touch with all the former
Directors as far as practicable. A number of
ways are there 0 mamntamn the relattons with
them. They can be wrented to join the formal
anmiversary. of the Bank as wall as be used
for vanous advisory assignments mcluding
factlitating traiming sessions of the Bank based
on the individual expertise and expenence.
Even distributing vearhe calendars to the former
Directors could be a small but meaninsful step.
The BOD can alse uwvite them in the BOD
meeting to get their advices and guidance if s0
felt. BAFTA has: mads a specific mentionmg of
mviting experts in the BOD meeting.

Furthermors, information of the client and
her’his business shall not be disclosed without
the prior approval of the chiemt. This provision
applies for both Directors on the Board and off
the Board (retired), Use of such confidennal
information for private gam 13 prohibited.
Therefore, strict adherence to this must be there
on the part of Directors and the Chair,

Again the conduction of the BOD mecting 15
cructal 1 addition to the quality of Directors
representing the Board as mentioned earier
This: 10 a2 larpe extent, depends upon the
dyvnamics of the BOD and the Chair, and the
mianagement stvle of the Chair Pamicipatory
discussion quality discussion backed by prior
distribunon of agenda and thorough reading of
the distnbuted matenal 1s deemed necessary.
It 1z the duty and responsibihity of the Chair to
seck and get quality discussion and mputs in the
interest of the Bank. For those who represent
their instrtution, it 1s better if they discuss the
issue i the respective institutions that they
represent. This ts because BOD must get the
institunional view than the indrvidual view of the:
person pariicipating BOD meeting. Since the
votng is the last resort. unanimous agreement
in the agenda discussed is important. The BOD
and espectally the Chair chould be -geared
towards this. There should not be any space for
dictatorship and imtimydation of Dhrectors and
management t€am in the mesting.

The monttoring function of the Board.
stmlarly, 15 of ¢rucial importance. Momtonng
can be looked upon from two angles. In the first
place. the on-site mnspection provides a first-
hand experience of how branches and offices
are run? what challenzes they are facing? what
are the emerging opporuntties? what are the
personnel related issues? how 15 investment
portfolio? what 15 the stamz of the bad loan, of
any T and soforth. Therefore, need nottomention
that quality: monitoring 15 the mamn concern.
Quality monitonine can only be achieved wath
enough homework and preparation. Directors
should solve major problems then and there
in the field and provide necessary guwdance.
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The writer holds the view that a wadition of
prepanng the field visit report and sharing 1t
with the BOD and the manasement should be
mstitutionahzed to get the value for money
of the field visits. Special attention must be
paid by BOD around whether a team work
between the Chief Executive Officer and semor
Executives and other high ranked managers 13
being established. This 1s pnmanly for ensuring
value addimon by the semor Executives and
other relevant officials to the decisions that may
kave far reaching impact.

Secondly under the policy function, the Board
frames various poltcies mn the-arezs such as sk
manasement, internal control system, human
resources development and tnanagement, credit
facilities, new products and so forth. Therefore,
it 15 the responsthility of the Board to monitor
the compliance to such policies resuliing
quality loan/investment portfolio znd so forth
There should not be any but and if with regard
to poliey comphance.

What out of BOD governance:

First and foremost 15 the constitution of the
Board itself, meaning the length and breadth of
BOD. Even a novice banker knows that one of
the important factors of banking business i5 the
immage of the people who are 1n the leadershp
posttion. The personal eredibility and image
backsd by expertise of the Directors constituting
the board holds paramount importance
ultimately translating 1t into the institutional
inage of the bank Whersas, if wrong persons
do constumte the BOD, reputational risk gets
mto plav and mstitutional image significantly
gets eroded. Here: now, comes the issus of
professionaiism verses poliicization in selecting
and/or electing the Directors in general-and the
Chair in particular. Expenience on it unveéils the
actuahity that the image of the Board backed by
prudent decisions places the Bank as a leader in
the banking industey.

These are spme, amid many, of the major
BOD governance processes and procedures.

As opined n the iminal secthion of the arficle,
governaice 15 @ means and notan end n 1tself
The end s the expected results ot of BOD
governance mianifested by business growth,
both 1n deposit and credir; higher profitability
achieved, dividend distmbuted, employess
expectations met, Annual General Meeting held
on time and so forth.

Obviously, BOD zovernance must serve the
intarest of the major stakeholders, both external
and imternal. The internal stakeholders are
primanly the bank personnel. BOD shall focus
its special attention to the development of
competencies of the Bank personnsl in different
ficlds of 1ts business activities including prudent
appraizsal of lean/nvestment proposals. and
to the adoptuion of modern technologies which
can provide tremendous opportunities i terms
of cost effectivensss, process simplification
and attracting large npumber of customers.
spectfically the new sencration.

Atmraction and retention of best and brghe
human resources 15 a major 1ssue that the BOD
must pav attention and. accordingly, remedy
it. Opportunines m developing the reguured
competence followed by proper use of the
staff resources will largely serve the problem
of attraction and retention of competent staff
This 15 not a thetoric as the performance of the
Bank mteelf 15 the sum total of the performance
of 1ts personnel Therefore, 1t 15 not necessary
to mennon the central role that the Bank
personnel play in achieving the desired results.
Ths cost incurrad 1in competency development
of personnel is an mvestment that pavs for long
and long.

Epilogue:

BOD = the ultimate govemning body of the
Bank accountable to results. BOD should
ensure that the Bank is dnven by policy and
not all by hunch and intuition. From the above
discussion, 1t can reasonably be concluded that
much depends on the BOD govemance The
answer 1o the question raised mn the form of the
title 15, obviously, affirmative.

FO YR



Characteristics of Nepalese
Urban Informal Economy and
Challenges

Abstracr

This study wies to show the conceprual
clarity af the whan informal economy and its
characteristics. Urbemization 5 a wiversal
Dphenomenon in thewerld; however, its nature is
varied across countries. Most of the developing
cowntries’ urban ecamamy 15 daminated by
informal econonn. The share of the informal
economy graws in the heginming phase of
urbamization due o pull and push factors that
drive. rural-urban migration for better-paving
jobs, The wrbdan informal ecomomy includes
a wide range af activities, from nfarmal
emplovees of formal bustiesses to smail home-
hased enterprises, domestic sarvices, and streat
verdors, The informal sector workers recetved
low remuneration compared to formal secrar
workers, Women informal laborers received
exiremely low wages in the infermal sector than
men. The average productivity of the informal
sector is only one-quarter compared to that of
formal sector woraers.

Backeground of the Study

The underdeveloped nation's urban economy
can be classified into formal and informal
The urban iformal economy s impoertant n
developing countries like Nepal (Sharma &
Adhikan 2020). There were generated hively
debates across several fields_ and by the 1980s,
the informal economy was widely recognized
i social science. In urban research studies
of informal housing and slums have appearad
(Bromley, 1997) related to urban poverty. Urban
informal settlements have connnuously evolved
since the early 1960s. The urban phenomenon

Dipak Bahadur Adhikari, PhD
Associate Professor
Central Department af Economics, TU,

was first observed with patterns of 1950s Latin
America’s indusirialization and urbanization
The meaning of urban mmformahty has been
debated. which was understood as clossly
assectated with urban poverty (Lembart, 2013).
In the 1970s, the informal sector was defined by
Moser as “the urban deprived. or as the people
sttuated 11 slums or squatter settlements (Moser,
1978)." According to Bromlev., “nor do all
municipal deprived live in informal settiements
(Bramley. 1978)". Marumdar designated the
informal sector as the unprotected urban labor
market (Mazumdar, 1976).

Urban informal settlements are commonly
linked with poverty It ts important to note that
they are only partially inhabited by the urban
deprived; urban mformality outspreads outside
the urban deprived. They work in diverse
segments, including nuddle and high-income
urbaninhabitants (Roy, 2005, McFarlane, 2012),
due to the vaniability of concepts of informality
with times, dwellings, discourses and 30 on
Different wavs of thinking emphasize dynamie
tensions in debates — suggesting the possibility
of seeing wrban imformal as procedure and
informal seitlements as dynamic, continually
varying places rather than observing static or
standardized categorizations (Lombard. 1013).
Irregular and seasonal work 15 the main feature
of the wrban poor Urban deprivation is the
property of the urban economy and s generally
involved in the informal sector of the urban
economy (Dahal, 2011). Kar and Manit (2009)
indicate that mformal sector emploves: are
pressed to adopt low-paid occupations in the
city areas rather than waiting indefinnely longer
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tor formal high-paying urban work 1o open up.
The informal economy 15 prnimanly basad on
household labor So._ it1s closely associated with
household plans (Hossain, 2011). Many studies
disclose that many poor urban women are
prominent contnbutors to economic activiiies

(Kabeer, 1991: Hossain. 2011)

Some claim that urban informality inereased
with the liberalization of towns as one of the
moments of globalizatten (AlSavvad, 2004)
Comversely, rural-urban relocation 1s the crucial
root that clues 1o the pise of urban 1.S. For those
individuals who are newly traveled to the city,
the urban informal sector offers the tmain entry
poimnt (Koo & Smuth, 1983). The city areas offer
mnproved public facthities, and urban I.S. offers
mproved prospects than the rural economic
zsector. Incomes of the indraduals are more m
urban casual employment than in rural jobs
(Lipton, 1976). In moest of the natons’ cases
informal cconomic activities are very high m
the primary phase of urbanizanon.

Terminologies Associated with Informality
and Their Technical Definitions

To escape misperception in termuinologies usad
i informality within the stanstical community,
the uss of exact termunolegy i1s essenbal
The distinctions relatsd to each term are
tremendously significant from a technical point
of view The given information can assist as
‘an easy orentation for the termiunology relatad
to the informal sector and informal economy
-and their technical meaminss based on the
Intermationa]l Labour Conference, 2002: 15tk
-and 17th international Conference of Labour
Statisticians (ICLS)

Informal Economy: All the economic unis
or activities thar are not effectrvely coverad by
formal arrangements, law, or practice.

Informal Sector: A set of production units with

enterprises of informal employers and informal
OWn-account enterprises.

Informal Sector Enterprise: Non-agricultural
activities in which goods or semvices are

sl dw ferides affoicaa Geiurg, 2000

produced for selling purposss by unregistered
and small-scale private unincorporated
CHIETPIISES.

Employment in the Informal Secror: All
mdividuals who were enzazed in at least one
informal sector firm_ regardless of their position
i employment and whether it was their prime
work or a subsidizry work.

Informal wage Employment: All worksr
works considered by an occupation link that 1=
not subject to entitled to certain employment
benefits or social security, national labor law, or
NCOmeE taxation.

Informal Employment: Total number of casual
1obs, whether carried out in 1S enterprises,
FS enterprises; or houscholds; counting
wotkers holding mformal works and own-
account workers engaged in thewr own miormal
sector firm; members of casusl producers’
organizations; contributing family labors
own-accoumt involved in the production of
goods for theiwr end used by thew famely; and
formal or informal sector enterprises.

Employment in the Informal Ecomomy: The
total of employment outside the informal sector
and within the informal sector

Urban Informal Economy

The urban mnformal economy is more varied
than the rural and comprises a vast and diverze
variability of economic events over which most
prban famihies zam theiwr livelthoods. With
urbanization in developing countnies_ the urhan
mformal economy zlso increases sharply. Pull
and push factors that drive rural-urban migration
for better-paving jobs (Habatat, 2013). Several
studies have been conducted on the world's
prban mformal sector Therefore, this study
atms to conduct on the urban informal sector

The urban informal sector reveals a wade vanety
of acts in the urban informal sector that can be

azsembied vnder services, manufacturng, and
construction work.

Small Business and Services:
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Ttinerant wholesalers. retailers, and cooked
food vendors comprise small businesses. These
laborers are commonly ithterate, senu-literate,
-and women Theyv acquire their knowledge and
mformation to do these businssses typically
from famly.

i Native laborers, who are also primariiy
women who have pamal soctal security
and job safety;

1t menders of watches, refrigeration

tools, radios. and mechanmical or
electnical 'slectronic equipment. primarily
voung male workers whoe have either
recerved some primary education or
ars drop-outs, but amonz whom are to
be found skilled workers whoss sklis
are acquired mamiy through vears of
apprenticeship;

i1, garages workers, sprinklers. welders,
and aute slectricians. several of whom
recetved particular elementary  formal
education together with many drop-outs
and developed their abilities through long
traipmng:

tv. graphic artists, commonly males around
two to six emplovees in each part who
acquired their abiliies through partial
vocational traming and mnternship;

v. ‘audio-visual laborers -  snappers,
cinema videooperators, actors. musicians,
film developers - ars trainsd workers who
have developed their capacity through
limited formal vocational tramming |

v1. Barbers whoare old 1aborers withvery low
learning standards need more occupation
safety and prospects for professional
advancement and social safery.

Consnruction:

Censtruction workers — miade up of masons:
carpenters, steel benders, small-scale plumbers,
housz-warmg electricians, and carpenters who
are primarily young males and mostly school
drop-outs. Electnicians often have some basic

tramning, while all the other eroups go throuzgh
years of apprenticeship.

Manufacturing:

In thiz sub-sector of the mformal sector. the
predominant activities cover food processing.
texnle and garments. wood processing. and
metal works. Women domunate food procsssine.
while men constiute a clear majontv 1 metal

works and wood processmg.

Kev Features of the Urban Informal
Economy

The urban informal sconomy includes a wide
range of activities. from nformal emplovees
of the formal business 1o small home-bzzed
enterprises. domestic services, and street
vendors. (Sinha & Kanbur, 2012). Following
Brown and McGranahan (2016}, thers are
four main sssenhsl charactenstics of the urban
informal sector, which are as follows:

Persistent Growth:

The contribution to the informal seconomy at
the state level 15 less, but the informal economy
1s significant for total employment and income
generatton (Brown & MeGranahan, 2016). The
recent trend shows that mmcreasing countrics'
rapid urbanization leads to an merease m non-
agricultural informal economy i urban zones
(Satterthwarte & Mutlin, 2012; Elgmn & Ovvat,
2013). Rescarchers' debate shifted towards
looking to casval activities for opportumities,
poverty alleviation, and economic growth by
the 19205 (Tokman, 1989).

Grear Variety in Environmental Performance:

There are differsnt views of uiban mformal
economy in thetr environmental performance.
S0 many casual activities are less hazardous
to the environmemnmt than formal activities.
including agro-food
manacement, =nergyv delmvery, housing. and
infrastructure (Benson, 2014). These types of
mformal actrvities can be more complex 1o
environmental degradation On the other hand,
several environmentally harmful  mformal

markeis, waste
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activities, such as battery reconditioning, street
food vending, etc. Morsover, there needs to be
meore understanding that urban deprived are
accountable for environmental degradation.

Bad Affairs with Lecal Authorities:

Local authorities. view casual vendors' work
as illegal because their process does not
follow regulatory: frameworks, and they thnk
the mmformal economyv may interfere with the
formal ons (Brown & McGranahan 2016).

Hightly Gendered:

The wurban mformal sconemyv 15 mamly
deminated by women than men with worse
gqualitv, wregular; low-paid. and casual jobs
{Chant, 2012; Chant & Pedwell. 2008; Herrera
et al, 2012) Manv women are mvolved in

caming-generanng casual and home-based
activities becaose of the extra burdens of
domesnc and care work. (Gouszh et al. 2003:
Lawanzon & Olanrewayu, 2012).

Informal Economy at the Global Scenario

In manv underdeveloped countries: the
informal economy has an essential and growing
portion of total economic activity. The informal
econpmy comprises the firms, laborers,
production, and manufacturing activities led
by businesses that are not registered and do
not offer taxes (Rothenberg 2t al | 2016) Many
kinds of rescarch show the importance of the
mformal sector, such as providing emplovment
opportunstics for women who desire to
work near their homes {Babbur =t al. 2013;
Rothenberg et al, 2016)

Figure: 1, Nen-Agnculture Informal Emplovment (In percentage)
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The non-agricultural sector employment
South A=mia 15 82 percent. which 1z very high
compared to other continents. Whereas only 10
percent in Eastern Furope and Central Azia 66
percent 10 Sub-Saharan Afnca 51 percent m
Latn America. 43 percent in the Middle East
and North Afnnca. and 85 percent in East and
Southeast Asia

Informal Economy in Nepal
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Sowrce: Vanek er al. (2014)
Profiles of Some Typical Informal Sector
Occupations in Nepal

Earmers and agricultural workers: fanners
and acriculture i the mmtormal sector refer to
small and marsinal landovwners; landless famm
workers, tenant farmers sharecroppers.. daily
wage workers, mncludmg sxchange iaborers,
halivas (those who plow the iand). and forced
or bonded laborers (kamaivas)
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Livestock, fishervies, and forest workers:
workforces invelhved i livestock reanng,
cattle herding, poultry reanng, dairy, fisheries,
sericulture, bee farmung, and those living off
the collection and processing of pettv forest
products.

Streer traders: street sellers, hawkers, and
smazll ==llers

Craft workers: laborers mvolred 1in making
clay. wood products, bamboo. and metal
products.

Canstoruction  werkers: day-to-day wage
laborers mvelved 1n carpentry, construction and
road repatring, brick kilns, stons quarnmying and

50 oM

Transport workers; transport worker consisis
of porters. cleansers, loaders, rickshaw pullers,
automobile repair laborers. and auto-mechanics.

Traditional service providers: barbers services,
cobblers service, talloning service, blacksmiths,

tradittonal healers, priests ete ]

Nepal's Informal Emplovment by Sector

Lack of enough jobs in the formal economy.
madeguate access to credit, and governmng
hurdles are the main reasons behind an increase
m the informal scomomy inm Nepal (Chen
& Doans. 2008). In additon. an educated
workforce. has also begun to enter informal
sectors duc to low profictency in generating
employment 1n the formal sector However, the
informal sector characterizes @ main porton
of the economy ain several nanons. such as
Nepal, and plays a.crucial role mn employment
generation. creatton of income, and production
activities (Adhikari 2011} About seventy
percent of total non-agricultural employment
aged 15 and over were presently working
the mformal sector (NLES, 2008), whereas the
NLES report (2018) stated that the informal

non-agricultural sector accounted for 41 percent
ofall jobs.

Figure: 2

Formal and Informal Emplovment (In percent)
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Source: Nepal Labowr Force Survey, 2007018
Informal emplovment 1s higher (84 6%) than
formal employment (15.49) 1 Nepal In the
formal ‘sector, only 408 percent of workers
are engaged. but 392 percent are engaged 1n
mformal jobs:

Figure: 3
Share of Informal Employment
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Source: Nepai Labouy Force Survey, 2017/018

According to the Nepal Labour Force Survey
2018, of 15 vears and above employed people,
83 percent are employed informally, 74 percent
are i the informial sector, and 26 percent are in
the formal sector.

Challenges of Informal Workers in Nepal

Working conditions: working under nisks hike
garhape collechon werk, nsky construction
work, pesticide use in agriculture. farms. long
and odd working hours working under difficult
climatic conditions, chemical and other hazards
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Higher vulnerability of women, marginal
group: Marminalized communities and women
are at nisk of viclence dus to insecure working
conditions-and lack of access to legal recourse
mechanisms. There 15 a high degree of gender
dispanty in emplovment. pay, and treatment of
informal workers. Another problem 15 sexual
harassment in the workplace for yvoung women.
Humiliatson. harassment and discomunation
employment and wages are highly intensifisd.

Wage Discrimination and Low Sarisfaction:
The mformal sector worksrs recerved low
femuneration comparsd to formal sector
worksrs. Wrthin the informal sector, women
informal laborers received extremcly low
wages than men. Low job secunty for informal
workers; due to this, they suddenly chanze their
jobs from one informal job to another. That's
why the satisfaction level to the job 15 very low

Low skill, Less productive, and Low earrnings:
The average productivity of the mformal sector
1s only one-guarter compared to formal sector
workers, and they sam, on average, about 19
percent less than workers in the formal sector

Difficulties in Exercising Worker Rights:
No any terms noted m the latest Labour Act
2017 in Nepal for the informal workers. If any
difficulties anse m thewr worke thev cannot get
rights for them_

Risk of Pandemic: Many informal workers
lost their jobs and eamines with no soaal
protection during COVID-12 Twe mevery five
economically active workers lost their jobs, and
:about 46% of emploved workers reported loss
of eamings.

Kev Problems of Informal Workers

Job security: In the light of globalization,
flexibility in hinng and de-hinng 15 required
in order to stay competntve. Many of the jobs
being created in the platform and economy are
also non-standard in nature,

The wmformal job arrangements mav be a matter
of choice and a wayv of supplementary their

mcome, for most, they are associated with job
insecurtty and earnings volatlity and reflect
precarions work as they can no longer rely on
an employer to pay their penston or cover therr

health care.

Wages security: The government of Nepal
has set the proviston of a national munumum
wage of NRs 17,300 per month. But, this 1s
not implemented in the informal sector or for
informal workers. Given the diversitvy of the
economy and living situation, one mumimum
wage 1s notsumtable. So, the government should
allow the state and local level to set therr own
minumum wWages.

Social Security: One of the key features of
informal workers 15 soetal securnity, Emplovers
generally do not provide social secunty like
health insurance maternity leave etc. Therefors.
the government actually need fo save them
through various scheme. The key problems of
nformal workers have not been addressed vet
becmuse the govermnment has not defined them
in the constitution or anv of the country's laws

Conclusion

There are vast diversifications in the wurban
mformal economy This wurbar informal
econpmy 15 more varied that the rumal one
and comprises a vast and diverse vanability
of economic evemts over which mast urban
famihies earn thew livelihoods. In toral 83
percent of workers are employved informally; 74
percent are in the informal sector, and 26 percent
are 1n the formal sector. The contribution to the
mformal sconomy-at the state level 1z less; but
the informal sconomy 15 sigmificant for total
emplovment and income generation

The informal sector charactenzes a mam portion
of the economy in s=veral nanons. such as
Nepal, and plavs a crucial role in emplovment
generation. creaton of mceme; and production
activities. However, the informal sector
workers fecerved low remuneration compared
to the formal sector workers. Low 1ob seconity
for informal workers; due to thus, they suddenly
change their jobs from ons informal job to



A da fafees. affdfelcaa fdviag, 2o ﬂé‘h"ﬁm 92

another That's why the satisfaction level to the
10b 15 very low.
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Fiscal Risks in Nepal

1. Imtroduction

1} Nepal has embarkad on the journev of

[

federalism to steer s governance and
this syvstem has brought new perils and
promises n the fiscal architects of the
public
studies the
policies on the sconomy and provides
policy recommendation: to desizn
sconomic policies for maximizing
public welfare (Chetty, 2012). The
path of fiscal federalism has devolved
substannal expenditure responsibilities
ic sub-national govemments but 1
has put tremendous stress on public
purses. LThe country is facing a series of
challenges to maintain 115 macro-fiscal
health due to the exponential growth
of politically driven public 1nstitunions
and fiscal populism In the fields of
democracy and mclusive governance,
the constitution has embedded the
fundamental pnnoplss of liberal
democratic values such as free media
ndependent judiciary, free speech, free
pericdic elections, @and many others
On the structure, 1t has created a large
number of pelincal mstitutions 1n such
a way that Nepal 1s moving towards the
road to serfdom. We are becomuing a
country of steady state. This descriptive
articlewill delve imo different aspects of
fiscal risks mainly in public economics.

The Nepali state has been struggling
hard to liberate itself from the perpetual
perils of a small size sconomy, low

economy. Public economics

cffects of govemment

Lk

Dr. Gopi K. Khanal

Former Secretary

Government of Nepal
level of capmal formation, vouth
unemployment, remattance trap, and

huge level of tade deficit. Despiie key

progress made in elected democracy, the

country has not been able to enlarge the
size of 11s economy and bring substantial
economic fruts to the people-According
to the Central Buoreau of Statisties, the
size of GDP n the current prics is just
Es_ 3381333 1n mullions for fiscal vear
202223 and annual per capita income 1s
around 1400 m US dollars. These fipures
are even below the South Asian average.
We are lagging behind many counmes
around the world on the sconomic front
We have not been able to escape from
the perils of economic backwardness.
We focuszd too mwuch en politics but
we have virually neglected to improve
on economic froms, As g result a2
large number of vouths are bound to
leave the countries due to low levels of
emplovaient opportunities. On the slobal
fromt. we have developed a humibating
wdentity of labor exporting countrizs.

For Nepal, economic progress is essential
both forthe equitable prosperstvof people
and the sustamability of democratic gains.
Many democracies have collapsed duete
slow progress in economic achievement
Agian financial cnses of 1997, the
financial cnsis m the US in 2007-08.
and recent macro-economic CrRsss in
Sn Lanka have shown that the kev to
sustainable economic prospenty  hes
with the macro-fiscal health of a country.
Increasing the size of the economy 1s
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gquintessential for Nepal as we are lming
berween China and India- the second
and fifth larsest economies of the world.
Bewng poor with nich neighbers: could
be frustranng and it may humiliate the
people 1n global forums. The joumev of
sustainabls sconomic prosperity begins
with mamntaining sound macroeconomic
health through the battle @zamnst fiscal
risks. But this task mvolves restructuning
the sconomic system. We have not well
managed the structure of our public
sconomy on many fronts. For example,
Nepal s taking huge respomsibality
for soecial securty and the political
establishment has reduced the age limit
from 70 to 68 vears despite the inecreased
levél of life expectancy of birth which 1
71 years now

2. Conceptual Underpinnings of Fiscal Risks
1

A countrv's public finances could logk
sound now but mav be vulnerable if
underlying weaknesses threaten s future
fiscal position and limit the government's
abihry 1o respond to fizcal policy
challenges. The financial crises of the
19905, the extensive use of guarantess by
transition economies, the global financial
enists of 2007-8, and recent cfises in
Turkey and 5n Lanka have all shown that
sven a perfectly sound budeet and debt

position, can be subject 1o larse hidden
risks from off-budget fiscal activities and
umplicit liabilities.

Fiseal risks are the factors that may
cause fiscal outcomes to deviaie from
expectattons or forecasts: It 1z the
exposure of governments to svents or
circumstances that could cause short-
in  the
overall level of revenues, spending,
fizcal balance, and key macroeconomic
vanables. Fiscal nsks are generally
categonzed nto general economic nsks,
specific fiscal nisks, and mnstitunonal
risks. The deviations in macrosconomic
forecasts such as growth rate, public debt,
exchange rate, inflation, nterest rate,

to-medium-term vanabiloy

etc.. arc €xamples of general seconomic
risks  Specific fiscal nisks consist of
explicit contingent liabilities- created
by government guarantess to pubhe
corporations to secure their bomrowings
— and imphest contingent liabilmes-
liabilities created mainty by the zub-
national government. The third category
of fizcal nisk 13 mstitutionsl or structural
risks due 10 weakneszes 1n the structure
of public economics such as domination
of revenue i One Or (WO SQUICEs Or
excessive earmarking of revenues to a
specific sector

Classification of Fiscal Risks

Fiscal Risks

Specific Fiscal
Risks

3) Countries with relatively hugh debt levels mav be vulnerable to interest rate shocks, low-income
countnes to donor ard shortfalls. Tn 2007, before the global financial cnsis, the projected
level of public debt of advanced economies was forecast to stay around 70% 1o 72% of GDP
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over the next five years It increased
charply due to financial cnises. So, the
farlure toadentify measure, disclose, and
prepare for such nisks. causad addmonal
government obligations. Larger public
debt and m some coOunmes, §severs
financing difficulties  further fueled
the cnsis. Globally the public debt 15
soaring up again making many countnes
vidlnerable to debt enses. The war in
Ukzaine and the chanming landscape of
geo-politics have put many countnies
under fiscal stress.

3. Fiscal Risks in Nepal
1} Nepal

15 vulnerable to fiscal risks
which are mamifested 1n the structure of
sconomic variables. ‘According to the
Nepai Rastra Bank, the exchange rate of
the Nepalt rupee against the dollar has
reached 123 for one dollar despris the peg
of Nepali mpess with Indian cumreacies.
There are different schools of thought
among economists about the exchange
rate of Nepal Some scononmusts argus
that Nepal's depreciated exchange rate
against the dollar has induced an impon-
led economy resulting in-a huge trade
deficit. However, for the time bemng,
depreciation of the valus of the currency
against the intemational cumencies
i1s not beneficial for an import-driven
sconomy liks Nepal whers the industmial
sconomy. has been facing the threat of
extinction. The inflation as measured
by the comsumer price index, has alse
reached 732 in percentage on a year-
on-yvear basis (Nepal Rastra Bank
2023). which i1s another sizn of fiscal
risk. Inflation 1z Nepal has been driven
by the admumistrative weakness of the
government such as syndicates, cartels,
and the greed of private traders which
could be controlled by stnct enforcement
of regulatory measures. Currently,
the country is facing wwith problem ef

siagflation- low growth and high inflation

=]

which 15 also & concern of fiscal risks.
The notion of the Phillip Curve 15 not
applied in Nepal According to the Phullip
Curve inflation and unemplovment have
an inverse relationship- higher inflation
15 associated with lower unemployvment
and vice versa. In our cass, both the
unemployiment and mflaton are trending
upward’.

Fiscal Year Exchange Rate
2068769 2102
2062/70 R7.96
207071 o821
2071772 80 49
2072/73 10635
207374 106.21
207475 10437
207576 11288
2076/77 11631
2077718 117.87
207879 120.84
2079/80 130.58

Exchange rate of USS with Nepah Rupess

Exchange Rate

] ] - L] 10 L s

2) The biggest headache of our economy 13

a high level of trade defieit. According
to the economic survey of Nepal, for the
fiscal vear 202122, the share of export

A economic concep: developed by 4 W Phillis:
stating that inflation and wwewmpleyment fave a sta-
ble and prerze relafipnzhip. The Phillior cwrve waz
& Soneent ured 1o guids marreeconomic policy in the
20t eamtury, Bufwar called e auestion by e sfap-
fioticn gf the 19705
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in foreign trade was 7.9 %o but the share
of import 1n the foreion trade was 21 .90
percent. According to the Werld Bank,
Nepal's current account balance as a
percentage of GDP 15 about negafive
13 percent Such balance m India 1=
negattve 1.1 percent and in Bangladesh,

it 15 negative 3.7 percent for the vear
2021. Our northern neighbor China 1=
enjoying a surplus inthe current account.
Upto 1976 Nepal was enjoving a-current
account surplus. Smmce 1977 we have
been perpetually facmg the problem of
the current account deficit

Expornt, Income, and Consumption as a Percentage of GDP

o FY | FY | FY | FY | FY | FY | FY | FY | FY
Variables®Y | 43014 | 14115 | 1516 | 1617 | 178 | 1819 | 1920 | 2001 | 2122
Exportas%eof | 1012 | 1021 818 TRl 7.82 71.78 621 517 676
GDP
Importas%eof | 3386 | 3645 | 3394 | 3683 | 4063 | 4147 | 3411 | 3793 | 42564
GDP
Total 2064 | 9237 | 9536 | 8702 | B321 | 8470 28 | 9663 | 9423
consumption as
% of GDP |
| Economic Survey Nepal BS 207080 |

3} According to the Ministry of Finance,
the total outstanding debt as a percentags
of GDP for 2021 is about 40 percent. In
a remttance-daven economy like Nepal,
even this 40 percent seems to be sensitive
and ‘any increase in the level of public
debt beyvond this threshold could mvite
nsksinthe Nepali case Remittancez have
alleviated poverty and unemployment.
Household data shows that remittances

ve boosted consumption of productive
goods (suchas durable goods, educanon,
and health), without discouraging the
labor supply of remittance-recerving
family members However, the prolonged
addiction to remtiance has become
another source of fiscal risks 1n Nepal
Remattance ‘accounts for about 23 of the
GDP in the country and 1t has fueled the
consumphion-led economy hurting the
local production. Many economists are
worried about thiz vulnerable source
Though provides some
safety net to people, recent evidence has
suggested that remattance does not bring
sustainable economic prosperity i the
long term Remittance has also negative

remittance

side effects on the political economy.
The govemment may be less responsive
to the needs of people as they do not
have stronz pressurs 1o work hard due
to a-large number of active yvouths living
outside the counttv. The structurs of the
budget :s also a source of fiscal concern.
ForFY 2021/22 the recurrent expenditure
accounts for 18 37 i percentage whereas
the share of capital =xpenditure o GDP
15 just 6.26 percent (Ministry of Finance.
2023). Thie = a8 symprom of a steady
state where a country spends a substantial
amount of public budzet for regular
labilities leaving himited resources for
emplovment. growth, and productvety.
A steady state consumes s fESOUICES
to mamtam the status quo rather than to
increase the stock of capral

Remittance as a percentage of GDP

Fiscal Year | Nemiince 35 3 percentage
205868 2045
206970 2229
207071 2434
207172 2547
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Nepal's export and remnttance meome

Remittance 23 3 percentage

2077718 22.08
207879 2042
207580 2089

Source: Feonomie Survey of Nepal
207980
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4, Managmg Fiscal Risks

1} There are several wavs the sovernment
can address the fiseal nisks, The first
approach 1s to reduce the probability
of risk oecumming. This can be appliad
to some sndogenous risks, where the
triggering events are under the control
of the government Some countries, like
the Netherlands and the Czech Republic,
have put himits on the total volume of
govemnment guarantees. lhe second
approach to mutigating fiscal risks 1z to
reduce the government's exposure to
risks. Government can enforce building
codes to insulate the sarthquake or
msurance facilines to cover some risks.
The third approach 15 to manage the risks
throuch the annual provision-of a budeet
of provision of a buffer fund

2) Adoption of fiscal rules through laws
15 one of the widely used approaches to
mitigating fiscal nsks A fiscal rmule 1z 2

24
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2010 2015 2020

long-lasting constramnt on fiscal policy
through numerical limits on budeetary
agoregates., In Nepal, the lmat of
intemal borrowing has been set by the
mdependent constitutional body called
the National Natural Resources and
Fiscal Commission: For the current fiscal
vear, the amount of imtemal borrowing
for the federal government chould not
be more than 3 3 percent of GDP The
European Union has set the overall fiseal
dehent ceiling at 3 percent of GDP and
the debt-to-GDP ratio at 60 percent of
GDP.

3) Nepal needs to follow the path of
fisral consolidation rather than fiscal
populism Despite some mernits in the
constitution, 1t has created huge political
liabilites for the countrv which may
mnvite fiscal risks i the future. After the
federalism 21l tiers of government have
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intensively expanded their size. Many of
these organizations have been enlargad
for political motives, Smict adoption of
fiscal rules 15 essential for a country like
Nepal. One option could be to empower
the National Natural Resource and Fiscal
Commuission to set hmits on revenue and

y

The second

The first step
is to identify
and analyze
risks.

risks.

Financial Programming and Managing

Fiscal Risks

1) Managmg fiscal nisks mvelves sound

fnancial Financial
programming 153 framework to design

Progranining.

sronomic policies aimed at maintaining
or achieving macroeconomic stahihty
An economy iz healthy of it enjovs
stahility Broadly
speaking, macrocconomic stability 15

mMacroEConomic

a ‘sttuation where the economy grows
steadily and durably, inflation 1s under
control. and the inancial system 15 sound

It 15 a situation in which the economy 15
resihient to shocks, and 1t 1s not liksly to
face a crists. In the opposiie situation, that
1z, when the sconomy grows or contracts
i 3 very erratic way, prices spiral out of
control. the financial syvstem 1z shalos,
public finances are in bad shape. or the
sconomy consumes bevond 1ts means
then the economy 15 not stabie. In thess
situations. it would be difficult for firms
and people to make decisions about their
tuture. abeut whether or net to mvest
physical or human capital, about whether
or not to buy a house: borrow monev, er
lend monsy. Economic instability makes

stepis the
mitigation of

Laa
s

expenditurs rules. Managing fiscal nsks
15 4 systematic work First we need to
wdentifv and analyze the nsks, second
the mistigation of nsks, and third one 13
reporting and disclosure.

A

The third step
is their
reporting and
disclosure.

SVEIY OO Worse off:

The state of the economy. similarly te
our health, depends upon three factors.
One is the factor extemal to the sconomy
and that the economy alone cannoteasily
control For example, the emergence
of & crisis In Sconomuc parmers, of a
natural disaster that destroys physical
mfrastructure factors that are
mfrinsic to the economy and that the

Twao.

economy cannot change, or that can be
changed but only over ume. Examples
are the state of economic development,
population dynamics. and the presence
of natural resources

Economic policies -are levers that a
country has and can vse to affect the state
of 1ts economy. In financial programming
we broadly classify economic policiss
mnto three sroups: The first one 15 the
fiscal policy, which 13 the use of the
sovernment’s revenuss and spending
to affect the economyv. Second 15 the
monetary and sxchanse rate policies.
which refer to what the central bank
does to influence the amount of money
in the economy, the overall availabiliny
of credit, umerest rates, and the exchange
rate. The thud one i1z the stroctural
policies, which refer 1o the design of all
types of regulatnons and institutions that
determine how the economy works.
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) The underlying causes of fiscal nsks

are the political and adeumstratve
mitsbehavior m the manasement public
sconomyv. We need 2 huge amount of
public investment to boost our economy
and we must expand the fiscal space 1o
mobilize these resources. We have two
options expendrire rationalization and
revenue maxmmization. Nepal's tax-to-
GDP ratio has: zlready. reached 21 88
for fiscal year 202122 This ratio 15
higher than the South Asian average
The best option to mobilize resources
for public investment 18 to rationalize
the expenditures which require strong
adminsstrative dizcipline and polttical
commitment. Managmg fiscal risks 1s
protecting the economuc life of people.
Though the fiscal distress 15 not at a
severs level we need to adopt prudent
measures to control fiscal risks

We can observe fiscal nisks just by
analyzing the structure of the budzet
as well For instance, i the fiscal
vear 202122 only 57.2 percent of the
allocated budget of capial expendmure
was spent. There is also a decreasing
trend in the total share of the capital
expenditure budget in total budget in the
federal system. According to the current
economic survey of Nepal, the total
share of the capital expenditure budoet
reduced to 232 of the total budgst in
fiscal year 202122 from 297 percent
m FY 2016/17. Fiscal federalism
has besn subject to fiscal risks and
fiduciary risks Nepal's yearly budget 15
overwhehningly dommated by the size
of current expenditure. For instance, i
the budaet of fizcal vear 202324, the
share of cument expenditure, capral
expenditure, and financial services 13

5.20 percent, 17. 25 percent_ and 1735
percent respectively
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Navigating the Path to
Leadership: Opportunities
and Challenges for Young

Public Sector Leaders in Nepal

Nepal 15 chanomg both in the political
and the bureaucratic fropher The future
of Nepal 15 in the hands of its vouthful and
energehic populace. and many of them aspire
to serve 1t by pursuing employment m the
public sector However. there are particular
possibilities and difficulties for voune public
sector leaders 1n Nepal In this wnite-up. 1
will explore the promising opportunities and
difficuit challenoes that young public sector
executives i Nepal must overcome meluding
its direct effects on the nation.

Opportunities
Contributien to National Development

The opportunity to actively contnbuie to
the growth of the countrv 15 one of the most
important opportunities for young publie
sector executtves m Nepal Young leaders
have the opportunity to infivence the policies
and mihatives that will foel the country's
MUNerous socio-economic transiiions. They
can take part mn the plannme and execuhon
of mtiatives for mmproving mfrastructure,
educating children. providing healthcare_ and
otherareas

Innovation and Modernization

The public sector of Nepal 15 undergome a
digital transformation and modermization

Nabin Chapagain
Director of Studies,
Nepal Administrative Staff College

procass. Younp executives are well-positioned
to mspire mnovation in governmental systems
and procedures due to ther tech-savvy
mundset. They can improve the effechiveness,
accessibility. and transparsncy of government
services by uofilizine technology. which wall
pltimately benefit the ceneral public,

Youthful Perspective

Young public sector executives contribute
new perspectrves. vigor and vitalty to the
government They are upseful resources m
creatmp polieies and programs that appeal to a
wider part of the population because they are
frequently more 1n fune with the neads and
ambitions of the younger generation

Global Exposure

The public sector in Nepal frequently works
with foreign governments and orgamzations.
Young leaders can participate mn international
alliances, exchangs programs, and confersnces.
These encounters not only broaden therr
knowledge but also assist i  mtroducing
cutiing-edee approaches and international best
practices to Nepal.

Career Growth

Unlike many other nations, Nepal's public sector
offers a distinet and orgamzed professional
path. Young leaders can begin mn entry-level
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roles and work their way up the luerarchy over
time by passing exams and getting promoted.
Long-term career planning 1s encouraged by
this system's steadiness.

Challenges

Bureaucratic Hurdles: The Nepalese public
sector 15 known for being bureaucratic and
inefficient. Young executives frequently
find it difficult to maneuver through the red
tape because of their mmmnovative and quick-
thinking style.

Corruption: In Nepal's public sector
corruption contimues to be a sertous problem.
Young leaders with high ethical standards
could run against opposition while fryving
to stop corrupt behavior. This not only saps
morale but also creates a huge bamer to
efficient government.

Resource Constraints: A lack of financial
resources might make 1t difficult to camy
out important projects and programs. When
voung lsaders recogmize the potential for
sipnificant chanee. it can be discouraging
when they find 1t difficult to get funding and
resources for their efforts.

Lack of Training and Development:
Although Nepali public sector has a2 well-
dafined career path, there aren't enoush in-
depth trammne and development mrhiatives
available. Young leaders frequently have to
pick thinps up on the job, which can result
in errors and inefficiencies. Their capacity
to adopt contemporary prachices and
technologies 15 further hamperad by this lack
of traming

Social and Cultural Barriers: Social
and cultural barriers exist since Nepal 13

a multicultural nation with many different
cultures, langvages, and traditions. Young
leaders frequently encounter difficulties
because of linpmstic and cultural disparities,
particularly when operatng in remote
locations. Building relationships and trust
with loeal communifies can take time and be
difficult.

Strategies for Success

Young public sector leaders 1n Nepal nught
want to think about the following 1deas to meet
the difficulties and seize the opportunities.

Create a Strong Network: Creatne a
network of like-muinded coworkers. mentors,
and peers can offer assistance direction
and the chance for group problem-solving.
Networking can be facilitated by jomine
professional organizations and going to
workshops.

Strengthen Educational Foundations

Success requires lifelong learsming. To develop
theiwr abilities and keep current with the most
recent developments in public admimstration.
young leaders can enroll 1n higher education
programs. attend workshops, and take part n
onlme courses.

Embrace Technology: Young leaders should
embrace technology to mmprove service
delivery, increase transparency. and streamline
operations. To improve the effectiveness
and accesstbility of government services,
they mught sbugpest and implement diptal
ait=rnatives. To improve the effechiveness
and accesstbility of government services,
they mught sbugpest and implement dipital
alternatives.

Advocate for Change: Young leaders should
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take up the cause of change in order to fight
corruption and bureaucracy. To uncover
and eliminate corrupt activities. they can
cooperate with civil society orgamzafions,
sncourage openness. and work with anti-
corruption organizations.

Adaptability and Patience: It's crucial to
realize that chanoe in the public sector can be
gradual and that not every batile can be won
richt away Young leaders should be tenacious
and patient while concentrating on making
little but meaningful improvements.

Cultural Sensitivity: Young leaders mught
spend time learning about the community
they serve to get through hinouistic and cultural
obstacles. This entails becomine fluent in the
lanpuage. observing customs. and becoming
actively involved in the community to foster
st

Public Awareness: It is essential to raise
awareness of the job bemg done. To gam support

and guarantee openness, young leaders should
make their =fforts known fo the public through
a variety of platforms, including social media
Representativenass in all forms matters because
1t ensures visihility

Conclusion

To sum up. voung public sector leaders
in Nepal have a great opportunity to
influence the course of the nation While
they face particular difficulties like political
unpredictability, red tape. and corruption
they also have the chance to innovate and
offer new viewpoints to govemnance. They
may overcome thess obstacles and owde the
nation toward a better and more affluent futore
by implementing techniques like networking,
aduocation. and technology. The path may be
difficult. but young leaders can have a big
impact on Nepal's public sector and society
as a whole 1f they are persistent. flexible, and
firmly committed to serving the people.
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The Era of Sustainable

Banking

“The real value of a bank 1s not justin its balance
shest, but 1 the posmive mpact it has on the
environment and society.” - Ralph Hamers.

Sustainable Banking 1z anew phenomenon mthe
financial world Banks acting as the financing
agent of the economic and social developmental
activities have a vital role in promeoting overall
sustainable development Sustamable banking
15 the term used by banks to make them much
more responsible for the environment through
developing inclusive banking strategies that
will ensure sustainable economic development
Sustamability 15 not a mere buzzrword 1n the
banking industry now but rather a keyv concept
that will shape the directnon of the mdustry
in the vears to come (World Finance, 2019)
Moreover, the banking aspsct deals with
sustainable finance, which 1= all ‘about making
wvestment decisions in the inance sector aimung
at higher investment in sustainable sconemic
activities whilst considening environmental,
social, and governance {ESG) 1ssues. It
pPriofitizes ivesting money into projects thar are
sustainable Sustzinable financing 15 traditional
profit-dnven financing on the one hand and
environmental, social and risk management on
the other hand The concept of social banking,
ethical banking. green banking. and corporate
social responsibility (CSK) comes under the
scope or umbrella of sustainable banking.

The future of green bankine and sustainable
business mvestment has started looking
encouraging in the Nepalese banking sector
as well Sustanability 15 inereasingly being
acknowledged s the prvotal factorin the growth
of an economy Like many other countrics,
sustainable banking 1n Nepal tnvelves financial
mstitutions infegrating environmental, soecial,

MNamrata Khatri

Assistant Manager
Nepal Bank Limited

and ‘governance (ESG) factors into thewr
operations, decision-making, and lending
practices. Sustainable banking aims to promote
responsible and sustamable development while
reducing negative impacts on the environment
and society. Here are some key aspects of
sustainable banking in Nepal:

Regulatory Framework

The Nepal Rastra Bank (NRB). the central bank
of Nepal. has been talnng remarkable steps 1o
encourage sustainable banking practices. It has
issued swidelines and directives related to ESG
nsk manarement, green financing, and social
responsibility. In 2018, NRB i1ssued guidelings
and directives related to Environmental and
Social Risk Management (ESREM) to promote
sustainable and responsible bankine practices
in Nepal Financial mstitutions ars 2xpected to
adhere to thess suidelines.

United Nations Sustainable Development
(zoals (SDGs)

The Unitad Nations Sustamable Development
Goals (SDGs) are a set of 17 global goals
established by the United Nations m 2013
as part of the 2030 Agenda for Sustainable
Development, which includes financial
sustainable goals such as mmpact mvastment,
microfinance. <climate finance,
financing. transparency -and reporting  and
=0 on Under the stmct supervision of MNepal
Rastra Bank, Nepalese banks are making
sure to mee! these :goals: with thewr utmost
efforts and investments. When directed 1n
alignment with the SDGs. finance can be a
powerful driver for sustanable development
for a developing country like Nepal Itcan help
address issues related 1o poverty. meguality,

inclusive
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climate change, educanion, healthcars, and
mors; which are prevaithng in the country's
rural areas. This alignment requires a concerted
effort from governments, financial msututions,
and wnvestors to priormize the SDGs an thew
decision-making and resource allocation,

Green Financing

In Nepal, green finance mitiatives are crucial
for addressing  envionmental and social
issues while prometing economic growth and
development. Nepal has enormous potennal
for renewable energy sources. cluding
hydropower, solar. and wind Green finance
can be used to fund projects in thess sectors,
reducmg the country's reliance on  fossil
fusls and contributing to a cleaner and more
sustainable energy supply. FMO. a Dutch
entreprencunal development bank with over 30
years of sxpertise 1 sustainable private sector
mvestments in emerging markets, has partnered
with private sector banks since 2015 to wotk
in renewable energy, hvdropower. and project
financing. This marks a good stepping stone m
the sustainable banking journsy of Nepal
Financial inclusion

Financial imclusion inthatives in Nepal Rasta
Bank (NEB) aun to promote access to financial
services for all segments of the population,
especially those who are underserved or
excluded from the formal financial sector. These
witiatives are 2ssential for poverty reduction,
economic development. and improving . the
overall wellbeing of the people m Nepal
Some of the key financial inclusion intiatives
undertaken by NRB mclude:

Branch Expansion: NEB has encouraged
commercial banks to expand their branches o
rural and underserved areas. This has helped in
mproving the accessibility of bankmg services
to people 1n remote regions.

Microfinance and Cooperatives:

NRB has promoted establishing and regulating
microfinance institutions and cooperatives,
which focus on providing smail loans and
financial services to rural and marsinalized
populations.

FinancialLiteracy and Educanon-NREBhasmade

1t compulsory for the country's financial sectors
to conduct financial hteracy and education
programs to enhance the understanding of
financial services and the benefits of saving and
ivesting among the population sspecialiv in
rural areas Commercial banks are trying their
best in the present smuation to achieve this
sustainable goal by reaching the rural doors of

Nepal.
Context of Nepal Bank in attaining
Sustainable goals

Nepal Bank being recognized as the firse
commercial bank of Nepal has come across
mulntudes of banking growth and development
i1 accordance with changping omes and
circomstances, which are tremendously
remarkabls. Talking about chasing sustainable
poals, the bank 1s trying 113 best to achieve
the sustainable tarzets 10 ensure that a larmer
portion af the Nepalese population has access
to formal banking services. which can empower
them econemically and improve therr overall
gquahty of life: As discussed above, NEB has
developed a comprehensive financial inclusion
strategy to suide its efforts and parmerships
with variovus stakeholders 1n promoting banking
access actoss the nation's country, Now, let us
discuss some major highlights that elucidats the
sustamable banking effort of NBL 1n detaal:
Deposits and Savings Products:

NBL has introduced & wide range of savings
products with beneficial interest rates to
protnote savings tadlored to the needs of low-
mcome women, vouths, marmnalized., and
roral populations: Some of the popular deposit
accounts are Chhon Ben Kalyan Bachat
Khata, Women Special Savinz Account, Yuva
Saving account, Sammndhha Bachat Khata and
so on. Addmonally, the Green Saving Deposit
Account s one of the major attractions where

the amount collected -as charges thiough this
account would be utilized in the renewal enerpy

and envronment seclor.
Asgricultural Financing:
NEB has mntroduced wvarious pelicies and
programs to suppott agricultural and rural
financing. This includes directed lending
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to the asnculture sector and encourazing
banks to allocate a portion of ther loans
to the roral sector. Under this provision set
up by NRB. Nepal Bank has come up with
special agriculture sector loans to encourags
and induce the nattves to be involved m the
agricultural sector. Fusthermore, funded and
non-funded eredit facilities are provided to the
firm/business entities mvolved i commercial
-agriculture farming with minimal interest rates,
Cash Crops, Food crops. livestock fanming
vegetable farming sic_are the subsectors under
the-agriculmral financing of the bank.

Digital Pavment Systems:

NBL has plaved a significant role 1n providing
digital payvment systems mn Nepal It has
prometed theuseofelectrome pavmentmethods,
such as mobile banking and digital wallets. o
reach unbanked and underbanked populations.
The COVID-1% pandetic accelerated the
adoption of digital payment svstems and
transformed how people and businesses handle
financtal transactions. Contactless pavments.
which include methods like QR code payvments,
became more popular duning the pandemic
due to their conventence and reduced physical
contact This trend likely continued. with more
businesses and consumers -adopimp thess
methods. As 4 result, NBL has been facilitating
seamless; automated payments for various
services, such as unlityvand ransportation balls:

Corporate Social Responsibility (CSR)

Corporate  Social Responsibility (CSR)
actuvitics by Nepal Bank tvpically imvolve
varnous imtiatives and programs umed at
contributing to the well-bemp of society and the
environment. In recent vears. TSR has gained
mnportance m the Nepalese bankine -sector
as banks mcreasingly recognize thewr role
promotng sustaimnable development and social
welfare. NBL has beenactively parheipanng in
CSR mutiatives that include the educational and
health sector. community development disaster
relief efforts, and post-disaster rehabilitation
prozrams. CSR Support to Matn Samaj) Nepal
We Will Foundation, and Nepal Rastra Pra B
in Bara are considerable examiples of NBL's
participation in societal wellbeing as a part of

CSR.
The Way Forward
Te recapitulate; achieving financial

sustamnahility: involves a combination of
responsible financial management, economic
stability, and a commument to social and
environmental responsibility.  Incorperating
the SDGs mto banking practices is not only a
responsible and sthical approach but alse has
the potential to generate business opportunitiss
by addressing  sustamabibity  challenges.
Nevertheless: reachmgz  sustamnzble goals
requires a collective effiort from governments,
businesses. cwvil seciety, and  individuals
wotldwide. The banking sector m1 Nepal has
been mcreasingly recogmzing the importance
of environmental. social and govemance
(ESG) principles mn thewr operations. Despre
the fact that there are plenty of bamiers on the
way, =very lttle effort counts a lot. Although
bigzer achievements are vet to be made, some
steps are signaling the upcoming sustainable
inittatives 10 the entire banking sactor.

Banging from green financing products, such as
loans for renewable energy projects and eneroy-
efficient builldmes, to ststaimable agrniculture,
this plethora of mutiatives are certainly aims
to promote environmentally fnendly practices
and mmvestments by ensuring a safe, green, and
sustainable earth for forthcoming generations
after all banks may exist 1f the planet exists and
sustamability ¢ onbv key to save the planet. Tust
as a popular quote nightly says:

“Sustamahlity 1s no longer about domng less
harm_ It's about doing better " - Jochen etz
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Human Resource Challenges
in the Nepali Banks

Introduction

In a service industry like banking, human
resources 15 the most important resource W
attain the desuwred goals of the bank Moast
pivvate banks m Nepal have already adopted
new strategies 1o streamline thewr operations,
however, the developmient of human resources
to make them more productive hes low on
the priority list of many banks. To improve
the productivity of etnplovees. many banks m
Nepal have successfully implemented many
cost-cuthng inrtiatryes suchas VRS recruitment
freeze, outsourcing of some actvities such as
security and suppert. eic: However. many people
doubt that there :s sufficient investment in the
traming and development of employees and
transparency n the recrutment and promotion

system 1n many Nepali banks.

Generally, public sector banks follow a
hierarchical structure that prefers sentonty over
performance. It 15 less prevalent i the case
of prvate banks as thev have a lateral entry
system acioss the organizational hisrarchiss.
The human resource management system in
Nepalese banks does not have an international
standard. as the governance of many banks 1

Nepal is not up to a satisfactory level

In most of the publice sector banks, clearcut
succession planning, placement, and transfer
policites, perforimance appraisal systems are
almest absent These banks zhould follow the

Shant Bahadur Shah
Chief Manager
Nepai Bank Limited

government policies m thewr human resource

management policies, tneluding compensations.

In the fiturs. the response of Nepalese banks
to the challenses imposed by the changing
econpmic and business environment  will
mainly depend upon the extent to which they
can leverage theiwr fundamental strength, ealled
humanresources The Banking system confronts
certatn rigidities in this regard Especially the
largs public ownership has operated as a drag
on human resources development, particularhy
m skill development, management change,
and career planmng A major challenge for
many banks will be to develop the special
competencies and skills for crednt appraisal,
operation management. and risk managementin
an environment of dersgulation and openness
In this context, the importance of buillding and
remforcing corporate viston and culmre that
fasters creativity and recogmizes falent and

mernit cannot be downgraded to the behind
Human Resource Challenges:

Basedonthe above scenanc, anattempthasbeen
made to highlight the factors which, f applied,
may lead to considerable transformation of the
bank to compets in an environment of risks and

Human Resources Planning

Good HE Planning should ensure that the
bank's demand and supply of manpewer are
aligned. The strategic goal that the bank has s=t
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has to be achieved with the use of a judicions
mix of resources. Human Resources plannmg
sets the night number of employees, thewr skill
sets, and knowledze mn the current and future
to perform jobs efficiently and compste well n
the market. It helps to achieve a button line of
the business throush increased productvity and
better customer Service

Recruitment and Selection

It 1z 2 foremost important aspect of human
fES0ULCE management N any Orgamization
Failure of manasement to adopt a scieniific
process n recrunment and selection may
result 1n 2 less competitive organizatton. The
ofganization 13 where employees hard and soft
skills, which thev have leamed. are expected
upon landine a jeb., which they would have
accumulated from their birth at school, society,
and home A well-gzroomed emploves s
preferable; #ven the bank should have a good
working environment to further groom and
ratain those smployvess. Recrumment of less
nurtured candidates requires extensive tratming
and development programs tc support them
in the workplace, Reécruitment and Selection
m public banks take place through the Public
Service Commission 1n Nepal and directly and
through the Human Resource Consultanciss m
the private banks

Performance Appraisal

An effective performance appraizal svstem 15
one of the HRM tools that helps to create and
retmin 3 performing organization, and it should
distinguish emplovess between performers,
less performers. and non-performers. A sound
appraisal system motivates emplovess o
perform better and leads to innovation. In
Private banks 1n Nepal, the apprasal svstem
1z more transparent and detatled and linked to

performance rewards to some extent. The public

banks have a similar appraisal system to those
of Govermnment mstitutions. As the public banks
have to compeis with the private banks insach
paranieter on egual footing, they should make
the:r appraisal system completzly transparent
and ebjectrve.

Motivation and Promotion

The degree of effectivencss of moirvational
toels 15 lugher 1n Private banks than in Public
banks, as evidenced by the higher productiviny
of employees in private banks. The employees’
motrvation comes from the effectivensss of the
Board and Management, the availability of the
right policy and procedurs, the infrastructure
and eguipment, the physical environment
emploves henefits, the performance appraisal
system. finapcial reward. innovation. the
ambition of the banks, and the like. Banks that
have managed all these aspects of a motrvanional
environment have performad better i the
markat.

Thes promotion of esmplovees czhould be
transparent and linked to performance. Non-
aliznment of performance and promotion
demotivate emplovees to perform betier and
make an tnnovatve bank

Management Development

Developing management skills 13 a continuous
process that requires a combination of leaming,
practice, and feedback Management in the
drrver's seat has an snormous responsibility to
lzad a bank forward sustamably The emplovees
with management responsihilite should be
acquainted with the entire bankine environment
and develop themselvesto fine-tune with suchan
environmeit. which inciodss the inftemational
banking trend. sconomy of the world. regional
az weall a3 national technological changes
political and 'socistal changes. banking rules

and regulation. emerging management tools
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and techniques, data-drven decision making,
customze learnmg,

needs to be forward-looking ethical challenge
the statos quo, be commatted, and kave @ dnive

#tc. Management alwavs

to excel
Training and Development

Traming 1s an essential meoredient to improvethe
skill, knowledge & competency of emplovess.
Tratning prepares emplovees at different levels
to acquire competencies in cnitical areas like
computers, core banking seftware., creds
banking.

management, risk management, assef habiliies

appraisal, intemational treasury
manasement, fnancial services ste. and
to operate effechively m an everchanging

ENvIronment.

Both systems for altemative methodology w0
classtoom and on-thejob traiming must be
strengthened. A time-bound famswork for
developmpg & pool of competent and trained
employvees 1 the eritical areas of banking
should be created by mnsntuting a system of
idenuification of potential employees and
thoroughly sreomme them mn thess areas.

Skills Development

It 1= a fact that the most significant effects of
diversification and technological revolution are
mthesphers ef skills. With new hnes afbusiness,
product doversificanon,  and  widespread
technological adoption, 1t 5 imperative fo
have smplovees prepared to cope with these
new realities 1o remain compettive n the new
business environment The new competencies
of the ability to operatz 1n the ever-changing
environment and the capacity to deal with non-
routine work processes can only effectively
respond to the process of deregulation and
globalization of banking Similarly, emerging
competencies are charactenized by the capacity

to manage duties and navigate the ever-

sl dw ferides affoicaa Geiurg, 2000

expanding temporal and geographical frontiers.
Techunological Development

The success of anv business expansion and
diversification depends much on adophing new
technology. Major thrast areas of advanced
banking mnclude retail banking, free accounts
checking, clectromic fund transfers, high-
yiclding money market operations, relationship
banking. and pomnt-of-saleterminals. Telephonic
banking. automated teller machines etc., are
mmmensely sucesssfil due to the high content

of technolozical inputs mn thess operations.

Provate sector banks operaning m  Nepal
compete mntensely with public sector banks
because they are ativned to performing
business with the induetton of high-level
technology n their day-to-dayv operations.
Thus, public sector banks increasingly requure
amore technological onentation to process and
analyze database information to make databaze
decistons. Az technological onentation wall
have imphicathons on organmizational structurs.
manpower planning, reward system_ and carser

path design should be reviewead thoroughly
Change in Mindset

Banks need to build a seriice culture upsing
technology 10 a customer-frisndly manner This
requires reonenting HE strategies in the bank on
anurgent basiz, and the bank needs to emphasize
the nght size The nght skills and attitude need
to be 1n employess to achieve a paradigm shift
i emploves nundset to successfully enable the
bank to transmion to:a global and compentive

environment
Developing Marketing Culture

Developing & marketing culture requires a
comprehensive plan m a bank which inciudes

seting a target market, developmiz a uvmgue
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value proposition, creating a consistent brand
value, and creating a well-crafted marketing
plan and strategies. The markenng culture
should align with the strategic gozl of a back
-and should be engrained 1n every employes: In
the Nepalese banking scenano. all the banks
have a similar marketing culture except for
some foreign banks, which are guided by thew
headquarters and do not cater 1o all the marksts
i Nepzal Many banks i Nepal serve the same
market with common products, technolosy, and
markenng toels, and a few have also focused in
areas like credst card, MSME. Letter of Credit,
Remittance. =tc.

Knowledge Management

Tt is the process of identifving. organizing,
storing, and dissemnating information within
an orgamizaton It involves creating shanng,
using, and managing the knowledge and
wiformation of an organization Knowledge
management 15 4 multdisciphinary approach
to achieve organizational abjectives by making
the best uze of knowledoe Sound decision-
making asks for good Knowledge management
i an organization 1he marketing landscape 15
constantly evelving. and the bank hasto Stay up-
to-date with the latast trends and technologies
to ensure that the marketing strategies remain

sffective:
Service Management

ServiceBelationship management 1= the core
of anv businsss. Banks should have winning
strategies and develop core competencies
-around 1t as the product, price. place, people,
process, promotion, physical layout, etc have a
bearning on the quality of service, and managmg
these factors gives more customer satisfaction
and business growth. Only the availabiluy of
the right human resources and other resources
in an organmzation ensures the right capabthty

of the bank to compete 1n the fasi-chansing
financial markest In recent years, the mode of
communication with costomers and banking
transactions has chaneed significantly after the
discoveries of digital technology and electromic
devices, which demands the reensineenng
of transaction processes 1o be deliversd
through dizital devices at the time of customer
relevance. Customsrs hstve becoms more
demandmng, and competition has become more
ruthiess. which necessuates banks to be more
agile and mnovative to cater to the customers
mndividual needs. Banks in Nepal need to alien
their emplovees to the digalization trend,
and chosices fetched to the customers bv it In
recent yvears, many banks in Nepal, mcluding
Nepal Bank_have also emploved call centers to

manage customer service proactrvely,
Synergy and Teamwork

Coliaboration and teamwork bring out the
best m any work environment Many research
findings emphasize leadership’s rolean building
a learming orgamzatton The leaders should
strive to buld effective teams to achieve
synergy by coordinating and cooperating with
team members and cross-functional teams.
Parncipanon and transparency mn  decision-
miaking, ‘an open and learning culture. and a
well-articulated vision. mission. value system,
zoal, and stratezies. among others, will help 1o

have stronz teamwork.
Trade Union Relations

There should exist & cordial relanonship
between untons and management for the smooth
functioning of the banks. Both parties' goals and
strategies are for the betterment of the bank and
should not be driven by personal zoals. There
needs 10 be a clear demarcation for which the
bank needs to seta communmication mechanism

with umons at different lavers of hisrarchies.
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The unions should play a professional role
where no employéss are treated differentiy. The
rules goveming the emplovees. like emplovee
byvlaws and labor laws, must be complied with
by both parties. Both parties should strive to
build trust 1n each other

Transfer and Dislocation

Tranzfer of emplovess from one location
to another locanon and from ome job t
another job happens mamnly for three reasons:
personal reasons, job requirements, and policy
requirements. Unwanted transfers by the
smplovess may not motivate the smployes ©
perform willingly, leading to poot performance.
On the other hand, transfer only at the request of
emplovess may rasolt tn increased operational
nisk and poor quality performance of banking
jobs. So, the right psople for the night jobs
are necessary. Lo have the nght transfer of
employvees. the banks shall formulate 2 right
transfer policy without prajudice to anyons n
stakeholders’ participation. The transfer policy
should be 1n the bank's best mterest, hononing
the interest of even the voiceless, and should

promote transpaiency and equality
Human Resource Strategies:

Human respurces; the most mportant
management component has & ssenificant role
in an organization Human Resource strategies
are not formulated in isolation: rather 1t s
formulated to align with busmess goals and
other strategies The nature of job requirements
defines the requurements of types of knowladge

-and skills people should have HR stratemies
state numbers. types, and skill sets required at
present as well as future courses of business
The HR strategies consist of recruttiment and
selection, transfer, promotion, reward and
punishment, wellbeing, succession planning,

compensanon sirategies; otc. These pohoes

should be supportrie of attamming business
zoals

Functional Leadership

Ths funchonarnes. essentially the managers.
will be given more importance to develop as
leaders rather than mers carstakers. Therefore. a
thorough onentation in thetr approach, attriude,
risk-bearing capabilitics, and leadership styles
should be projected to achieve the corporate

goals.

Coerporate Vision

Instead of simply hishlishiing the wision
corporate bulletins, the
management will lzad the emplovees to share

sfatements 1n

and propagate the vision
Corporate Culture

No orgamization can ever flounsh without a
strong organizational culture. The work athic,
corporate value:, morale, discipline, code of
conduct, and lovalty to the bank mustbe strongly
embeddad in the minds of all emplovees.

Environmental Culture

The bank must provide the nscessary
infrastructure and work environment for talented
emplovees to fiourish The transfer, postngs
and promonons systern must be transparent and
free from personal bias or unkindness.

Recogmition of Talents

The bank wall exploie talent 1 the form of
knowledze. skill competence and efisctivensss.
It-will sdentify, recognize, nournsh, protect, and

promote the emplovees who are bestowed with

specific talents,

Organizational structure

The admmistrative machinery should be
such that they are competent encugh te

handle. momror. and control the unns under
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their domain. The decision-making process
should not only be fast but also sffective. The
manpower planning of the bank should ensure
that the nght man 15 placed at the nght place n
order to generate optimum productyity,

Sound Systems

Banks should adopt such svstems where the
performers should not only be recognized but
should also be sumably rewarded The back
should create 2 competitive environment
to motivate the emplovees to excel in their
respactive fields A syvstem of exemplary
purushment should be devised to discourage

mazlicious acts by emplovess.
Reorientation Policy

The bank has to rewview the gquahty of 1tz
employees on an engoing basis to cope with
the market conditions As banking has become
highly specialized and compennve. mote
and more marketing employess are reguirad
to sell products and services to customers.
Simultaneously, the exssting werkforce must
undergo complete reorientation and extensive
traming to update their knowledse and sharpen
their sklls,

Conclusion

The Human Resource Management Department

hastobemeore proactiveinshapingthe employees

to matenialize strengths and opportunities and
manage weaknesses and threats coming mto the
banking busmess. Manasing human resources
to zupport busmess goals 5 not easy but
requires tremendous effort and resources. In the
new business environment in which banking
transaction moves electromically through
mobile with a click from any part of the wotld
to any other parfs_ it has become imperative for
the bank to convert thewr banking transaction
mto digital -and develop human reseurce to
perform this task The banks in Nepal are
struggling to reengineer their business process
using digrtal technology, but they have achieved
preater success so far m digitshning financial

transachions.
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Employee Turnover and
Career Orientation in Gig

Economy

From the perspective of human resource
management, pcople and orcamzations are
mdispensable to cach other People need jobs
which organizations can offer and organizations
need people who can take up and perform jobs
for them: The comcidence of interests makes
the association possible and endunng as m
most economic transactions. The longevity of
relations depends on how well the two parires
feel their interests — those at the time of joining
as well as those developed over tume- are
served and nurured. Today with the advent of
mig economy and the shift to short teom jobs
the 1dea of long-term association 15 on the
decline and career progression of a present-day
professional i1s rather to take place through skips
across different jobe ar different organtzation
In thizs paper I like to start from the concepiual
foundations of people-organization association
leading the discussion to the two different
paradioms on jobs cand careers. An idea of
compromise or balance 15 put forth before
serving some concludmng remarks on the topic.

People and Organization

Any organization has meticulously worked and
set out objectives, plans, and goals. Similariy,
a person as an emplovee also has own aims
and aspirattons 1n life regarding what to
achieve and how to live the life. Organization's
interests rest on their obligation to the investors
to sarn some reasonable rate of retum on
theiwr imvestment. A person's interssts and life
goals can denve from inspirations from the
family or family circumstances, mapressions

Shikhar Nath Khanal
Sentor Manager
Nepal Bank Limited

from some big personalities or some stnking
merdents at childhood. school or college days.
Orgamzations can discuss and adept right
strategic choices regarding how and with what
desperation to achteve the shoit and longer
term geals, Simularly a person alse assumes
a plan of his hife regarding what to excel on,
what talents to capitalize, what weakness or
deprivations to overcome or compensate with
what strengths while working and advancing
along the career People bemmg 3 ratonal
creature and organizations being comsciously
and debiberately formed structures, neither of
themi face the things as thev just happen though
some fatalistic element remamnz: m the way
people thunk, plan and act:

Jobs and Careers

Puttine in common and simple parlance,
employees jomn organizations for a job.
Orgamizattons need people of some defined
qualification and competence for some defined
1ob to perform being assigned to a defined
posmion inthe oreanization's structure. Thereare
terminologies like job vacancy, job application,
1ob mterview:, job descriphion, 1ob performance,
jobsansfaction acrossan emplovee's ite through
the organizatton organizations. But when we
concetve the entire thread of continuation and
concentrate to the gradual progression or flow
of the active work-life of a person, a new term
connoting & longer perspechive 15 considered
better. Derived from a Latn word 'camrus’
meaning a chanot and referring to the course
of movement as a chariot 15 supposad to take a
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race along, the term “career’ 15 used 1o refer o
the course of one's public or professional life
This 1dea naturally leads to a logic that whale
joh refers 1o a piece of work offered or taken up
as 4 short term transaction of coifract, career
refers to a long term perspective about the way
one's professional hife takes

Career management

From the concept of career follows the idea of
career management. A person's carser being
‘2 long-term thing requirss some planning
and predisposttion Career mapagement is
concerned with the provision of opportunities
for people to develop thewr abilities and thewr
careers in order to ensure that the organization
has the flow of talent 1t needs and to satisfy their
owrn aspirations. So career management caries
a developmental onemtation of professional
hife than simply doing a job and collectine a
pavcheck inretuin Prospects of career exposzure
affects motivation and the level of energy an
smplovee tends to put on the present job. Ifone
feels the caresr prospects of the present job to
be nipe and promising he'she s likely to work
with higher enerpy and positive oneniation.
Put differently, :f an orgamzation can provide
an impression of reasonably good growth
opporunities and prospects in the professional
life to 1ts people 1t 13 more likely that 1t secures
their utmost energy and motvaton for the
work. If instead. an orgamization focuses on
zetting more and more work in the present
jobs from the people without any concem on
the aspect of their caresr development then it
1z natural that people not only reman at lower
level of work motivation; rather they tend 1o
seck alternative avenues elsewhers and the high
emplovee mmover and instability of wotkdforce
may follow:

A Concern of Emplovers too

Organmizations: are basically considered the

entities of perpetual existence. They are not like

any tme-bound projects. So they need people
who would work with a sense of ovwnership and
sincerity to the orgamzation. On the other hand
emplovees who join for along term jobalso have
an mmphert psvchological contract at the time
of joimng the orgamization. They have naive
and good expectations that the organization
shall pay well. value the capabilities, supportto
unleash the talents and help to rise along the
caresr ladder ending up with a prestigtous and
reputable personal standing at the lafer stage
of life. When they feel this psychologically
presumed armrangement not taking the nght
direction over tume 1t 1= not unjust that they get
de-motivated and the reflection of the same could
come i workplace behavior and performance.
So it 1= better that orgamizations also take
care of the career path and progression of the
deserving people before the potent and capable
people seck elsewhere for better jobs and the
trouble of frequently hining and developing new
people continues. Organizahons so need carcer
management polictes deciding how responstble
to be towards the carcer management of the
emplovees or how to manage talent, potent and
committed workforce in the organization.

Gig Economy and the New Paradigm

{s1z Economy. the abbreviation 'Gig commonly
used to mean 'Get 1in Gear', '‘Growing in Grace'
or God is Good refers to a quue different
style of work behaior characterized by short
term and on-demand work mediated by digital
platforms. Mahato =t al (2021) trace the onzin
of the word 'gig’ back to 1920s when the Jazz
music performers performing for fixed time
and single occasion were gaming popularity.
The same term was recalled to refer the need-
based and non-permanent tyvpe of jobs az gig
jobs pertaining to gig workers and giz economy
emerged m the dizmtal world today Thas is the
economy where there 1s temiporary emplovinent.
Emplovees are rather contractors who contribute
to the orpamization throvgh piecemeal efforts of
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hourly. daily or weekly contracted pieces of work rather than a long-term association and sense of

belongmpness with the company.

Gig Economy

COoOMTRACT

~om

Freclancers

V4

Parl-thime workers
e

Quality Services At A Cheaper And Sustainable Rate

Retreved from: wallstreetmojo.com

As Mesyjerink and Keezan (nd.) observe, this
15 & growing trend to recast workers as salf-
emploved contractors and their work forafirm or
consumer as episodic rather than indsterminate.
Se, the nounons of people-orgamization
association, organizational behavior and carser
management in organizations require a different
thought and perspective wath the shift People
have short term flexible comiractual jobs and
less emotional attachment to any oroanization
or boss. Under this new context the meaning
and orientation of caresr planning has logically
to be different and to be redefined. The
relationship of smploves and emplover now
needs & new perspective. The rise of the gz
sconomyv. eradicates a kesyv touchstone of HEM
tescarch: the standard employment relattonship
berween an emplovee and employer

Cao (2021) inherent
characteristics of sig sconomy in discussing

smimierat=s the

how the gig economy got to flourish replacine
the significant chunk of traditional labor marker.
The dependence on Internet technology 15 the
first one. Internet technologv 1z the ultimate
glement in the svolution of the iz economy

*m

Flexibility 1n working time and choics of work
station at one's convenience 15 made possible
thanks to the advent of nothing more than the
wternet technology. The international blockade
in the tmes of Cowvid-19 ereated a prvotal thrust
to expand the online working svstem as the
zafe alternative of work 1 the difficult tumes
of pandemic. People who could work using
online platform worked as freelancers rather
than the tradmional discipline of nine-to-five
10b: Orgamzanons teo found 1t conventent and
cost effective utilizing casual labors to fit the
unsven demands and need of work Increasing
preference to autonomy and flexibility in the
world of flourishing democrane wisdom was
gquite natural and appropnate. Career growth
and -advancement of & person iz nothing
to be designed, framed or limuted with the
compassionate plans or gensrosiies of any
lifetime emplover One could grow, explore
and find the avenuss of professional growth
unbounded. A job taken up in one organization
for some time could just be a2 butlding block
or part rather than the whole of the expanse of
his'her grand project of professional career

Reconciliation
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Having discussed the two different and
conflicting perspectives on employse caresr
development pertinent to the old and emerging
trend mn the world of work, 2 compromise,
can be sought for the present time while the
new trend of gig 15 on and the existing long-
term employment system 1s also not to phase
out soon. Over (2020) vnderlines that non-
traditional employment 15 a great opportunity
for manv, but 1t wont replace traditional
employment As Mahato et al (2021) chserve,
-a blend of full-ime workers and mdependent
contnibutors are o constiute the workplace
mitheu in the medern age Orgamizatons will
continus to have permanent typc employeess
for admmistrative and fundamental works and
tor the changing type of products and services
commensurate with the uneven demands and

changing technology. contractual ziz worksrs

skall also form a part of the workforce.
Final Remarks

The world kas changed and so has the world of
work as well. The view about jobs and caresrs
kas also chaniged from the view of the people
bom in the twenty-first century Emplovees
of the new generanon no longer expect any
'standard contract' with tramnins, pensions or
health msurance in the package What they value
more 15 the fl=xibility and development of caresr
through changes in the portfolio, organization
and even the industry to be engaged with As
Cropanzane etal (2021) cite, mz workers
lack a full-time position with a single firm, are
not formal “emplovees’ 1 a legal sense, and
manage. a chansing portfolio of assignments,
“mes” with multiple organzations. The
gusstions of long-term association. emotional
-attachment and sense of belongingnsss 1
the orgamization as well as the oroanizaton's
responsibility to the grooming and development
of workers are losing importance. Employee

tumover 15 no longer the wormry of human
resource management. Rather, 1t 15 a way by
which an orgamization can acauire workforceof
different talents and capacities for the uneven
and unpredictable needs sscalating ums 1
nme. It 15 easier to organizations fo reheve of
the burden of carrying obsolete and redundant
employees 1n the face of decreasing scope of
manuval jobs due 1o changes in technology or
reduced demand of twradmiormal productz and
services. Lo gig workers there 15 an ncreasing
acceptance to the absence of any continuous
work relation with the emplover, or lack of
stability and pradictability of mcome and work
schedules

References

Cao. J (2021). Ressarch on Development
and Optmuzation of Human Resources mn Gag
Economy, Advances m Social Seience, Education
and Humanties Ressarch volume 615,

Cropanzanc, R Keplinger, K, Lambert. B X,
Caza B, & Ashferd, S J (2022, October 10).
The Orzanizanonal Psycholopy of Giz Works
An Integrative Conceptual Review Joumnal of
Applied Psychology Advance online pubhication
http: /dx do1 orz/10.1037/apl000102%

Mzhato etal (2021) Re-thinkins mig economy 1o
conventional workforee post-COVID-19: a hlended
approach for uphelding far balance Fena School of
Human Resowrce Management, NIM Unmiversary,
Bhubaneswar India. https:/www.emerald.
com ' msight/ 2205-2062_htm

Meyermk, J. & Keegan, A E (2015).
Conceptualizing hizman resource management in
the miz economyv: toward a platform ecosvstem
perspectrve. Journal of Managertal Psychology,
244

Over, P (2020). The zig sconomy. IZA World of
Labor 2020: 471 dor: 1015185/ izawel 471 | Paul
Oyer © | January 2020 | weliza org

FO% R



Leadership: Traits and Today's
Complexities

Leadership Definition

A varisty of amtudes, atinbutes. and behaviors
displaved by people m positions of power ot
mfuence collectively make up the concept of
effective leadership, which has manv facets
and i dvnamue. Hers 132 concrete defimtion
of effective leadership. along with some of
the most unportant relevant traits, atiributss,
and behaviers related to nt, based on recemt
leadership ressarch and insights The amt of
skillfully directing people or organizations
toward the accomphshment of common goals
and chjectives 1s known as effective leadership.
It requires having the capacity to oplift, sway,
and empowsr people while exhibiing a high
degree of selfawareness, adaptability, and
moral integrity.

Traits and Characteristics

Effective leaders have & distinet and compelling
vision for the future. Thew staff 5 motivated
and aligned by the strategic direction they
define, which promotes a feeling of direction
and purposs.

Effective leadsrs usc open. transparent, and
sympathetic commumcanon to  effectively
transmit their vision, ideas. and expectations.
They make an =Hort to understand what others
are saving. promots conversation, and ensure
that messages are understood.

¢ leaders whe posiess emononal
mntelligence are sensiive to both thewr
feehngs and those of others Effective

=

.
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relationship ‘management 15 exhibited
by them. along with compassion
pnderstanding, and the capacty to

consider many ponts of view:

By giving thér team members liberty.
authonty, and a supportive environment
where everyvone can  centribute
positively, effective leaders empower
their workforce.

Leadership requires flesability and
an open mund to deal with change
and ambiowity, They modify ther
approaches and strategies in response
to changing conditons and market

dvnames:

Effectine leaders balance analyvtical
thinking with mnution to make well-
informed decisions that are implemented
on ume. DBefore acting, thev take
into account several perspectives and
possible outcomes.

Effective l=aders have a keen awarsness
of the larger context in which their
orgamzations function. They consider
long-termy  objectives when making
decistons and prepare for upcoming
difficultics

Leaders positively resolve problems.
lookimg out for wm-win solutions
and encouraging & supporiive team
environment [hey resobve disputes
amicably and objecuvely.
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¢ By uphelding high ethical standards
and acting honorably, leaders buld
confidence and trust with thewr
stakeholders as well as thewr team
members.

¢ Inths face of difficulty, effective leaders
maintain therr resitlience, displaymg
tenacity. and the capacuv to recover
from farlures.

¢ By giving feedback, offering guidance,
and generating chances for leaming
and progress.. leaders help thew team
members grow and develop.

¢ Leadsrs support imnovaton and
creatrvity within thest teams by creating
an atmosphere that s open to new wdeas
and supportive of experimentation.

¢ leaders create cohesive and efiective

appreciating
cooperation, and

teams by drversity,
sncouraging

wentifvine and utilizine perconal

strengths.

Reflection and Evaluation of past leadership
experiences

Taking stock of one's: behavier i hight of
previous  leadership experiences entals
evaluating how closely 1t adheres t the
fundamentals of effective leadership. Visionary
thinking, effective communication, emotional
mntelligence, empowerment, adaptabiloy,
decision-making, strategic thmking. conflict
resolution, inteonty, resihence,  coachmng
and development mnovation team bulding,
accountahility, and servant leadership are all
included m the definttion of effective leadership.
Comparing these charactenstics and behaviors
to prnor encountsrs can provide imsightful

informanon for improvement.

One mught look back eon instances of
visionary thinkine—ariculating clear goals and
motivating teams—in personal academic, or

professional semings. It takes open discourse,

attenttve listening. and wdea transmission for
communication 1o be effective. Understanding
emotions and creating wholesome relanionships
are two components of emotional intelligence.
To foster a sense of ownership among team
members. empowerment necessitates  the
transfer of power and the encourasément of
autonomy.

How difficulties and adjustments were
handied demonstrates adaptabibity Making
decisions  requires balancing  analysis  and
mtumion while taking into account vanous
viewpowmts (Strait. 2020). Strategic thinking
mnvelves foreseemne problems 1 the fumre and
coordinatms actuvities with long-term goals.
Maintaining a pleasant team environment and
tackling problems constructively are essential
compoenents of conflict rezolution.

Leaders uphold morality and ethics. building
confidence and trust. Resihiencs 1s demonstrated
by retaming optinism and tenacity in the face
of sethacks Supporting team growth through
fesdback and learming opportunities 15 a part
of coaching and development (Sum, 2013).
New 1deas and expenments are stimulated
through encouraging mnovation and creatrvrty.
Collaboranive teamwork 15 encouraged. and
mdividual talents are valued. Accepting
accountability for one’s actions and encouragmng
1t among team members 1s essannal The
welfare of others and meeting their nesds come
first under servant leadership (Singh & Sinha |
2313),

Greater  leadership  development 15 made
possible by idennfiving arsas of strength and
development While identifying arsas for
improvement opens the path for targeted skll
enhancement reflecting on successful examples
can guide future activities, Peopls imgprove
therr skalls and ultmately become more skalled
and effective leaders by reflecting on ther
expenences through the pnism of effective
leadership.
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Critical Evaluation

A popular technique for classifyving people
mto 16 personality types based on preferences
mn four dichotomies 15 the 16 Personalities Test
(MBTI). Its consistency and accuracy have been
crficized due to 15 low rehability and validity
Itz lirarv approach ignores personal evolution
-and oversumplifies complex qualities. Thers are
biases based on culture and gender, and the test's
Jungian foundaiion i1z not well-supported by
-actual data The Bamum effect and confirmation
biasmightoccurasaresuitofvagus descniptions.
Conecerns concerning bias 1n decision-making
are raised by commercialization While offering
basic msights. the MBTIs flaws, such as
sumplicity,-a lack of empirical support, and the
possibility of biasss, call for a more thorough
and scientifically sound approach to personality
-assessment (Svard, 2017).

The Emotional Intellicence (EI) Test
which ssseccsr emiotional awareness. offers
advantages but also drawbacks These mclude
biases caused by a limited definition of the
construct, the use of salf-reperting that 15
prone 10 prejudice. cultural and contextual
biases, and differences in predictive vahdiw
Challenges mclude assessment vaniahlity, lack
of standardization and an excessive focus on
self-perception. Evaluation of El 15 further
complicated by complex connections with
other personality traits and insufficient social
skill assessments. Complexaty 1= incieased by
the vanety of theories and the contradictory
results of empinical ressarch For accurate and
thorouch asssssment. mmproving. EI tests: o
solve these shortcomings i1s essential This wall
help people understand emotional mtellipence
better and apply it 1 a vanety of situanons
(Belino & Tumley. 2003).

Tests for cultural intellisence (CQ) m=asure
a person’s capacity for navigating mtercultusal
encounters. They are benchaial, but they also
have hmtanions. Given the size and complexity

of cultural contexts, 1t 1s difficult for assessments
to adequately reflect the range of vanation
These
perpetuate  prejudices or  overlook  subtle
cultural differences. Addittonally, self-reporting
wntroduces biases because respondents could
exaggerate  thewr skills The relationship
between C() ranngs and success in the actual
world is stll up for debate, and predictive
validity varies. Because cultures are consiantly
chanzing. 1t mught be difficult to standardize
exams and adapt them fo other cultures. What
15 deemed culturally intelligent action in one
place may not be in another, thus context s
important. Last but not least. TQ exams could
fall short in addressing the emotional and
artituchnal components necessary for successful
cross-cultural interactions. Cultural intelligpence

ass=ssments  could umntentionally

assessments: feed 1o be improved to account
for the complexity and fluidity of intercultural
competence while sull providing insights.

A popular ssif-report self-ssteem measurs 1
the Rosenberg Seli-Esteem Scale (R5ES).
Although 1t ofiers a quick and sasy examination,
1t has several restrictions. The shormess of
the scale mav cause 1t to be oversimplified,
perhaps overlooking subtleties in self-esteem.
Becauss. of the emphasis on self-reporting,
biases 1n responses, such as social desrability,
are mtroduced. which affect the accuracy of the
results (Aarons., et ai, 2016). As self-esteem
mamfestation differs between cultures, cultural
biases could also affect perception. The scale's
emphasis on minnsic valoe mav obscure other
aspects of self-esteem, like self-competence.
Furthermors. over ime_self-esteam fluctnations
or chanpes might not be captur=d by the RSES
Its psychometnic characteristics, such as test-
retest reliability and intemal consistency. have
drawn cnficism As a result, sven wihile the
RSES provides a useful instrument for a quick
evaluation of one's seif-esteem, s shorticomings
call for enitical analvsis and the investigation of
supplementary or comprehensive measures.
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4. Kev Areas for Development

Effective
communication and influence skills, as these

leadership necessitates  strong
abilifies are crucial for conveving ideas, building
trust, and driving positive change. Emphasizing
these skills 15 kev 1o enhancing thought-clear
communication, fostenng desper interpersonal
conpections, and encouraging transformative
behaviors within the tcam and orzanization.
Pamcipation 1n communication programs that
focus en refining both verbal ‘and noaverbal
commumication skills 15 =ssential Actively
engaging mexercises to enhanceactive listening
abilities 1s mmporiant for undesstanding and
appreciating diverse perspectives. Continuvous
mnprovement of public speaking skills through
courses and speechss 15 vital for building
confidence in persuasion Seceking zudance
from expernienced leaders as mentors provides
valudble insights mto developmg influental
tactics, enabling adept handling of challenging
leadership sifuations,

To deal wath this, enrolling i specialist
conflict resolution traming and acquiring usefil
negonation and mediation skills 15 crocial
Attention should be placed on imcreasing
smotional intellizence and smpathy 10
accurately i1dennfy the fundamental causes of
conflicts. Team-building exercises that foster
trust and cooperation among feam members
should be imtated proactively, Input from
colleagues should be actively sought to improve
conflict resolution techmigues. understanding
the nesd for combnwal improvement, This
multidimensional strategy amms to provide the
necessary tools to handle conflicts productrvely,
fostering teamwork that promotes success for

-all

Begardine decision-making practices,
strenigthening strategic decision-making
abilities 18 vital for effecnive leadership and

alioning decistons with organizatonal goals.
Developing expertizse 1n this area 1c essanhal
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to significantly contribute to the orgamization's
success. Specialized courses on  strategic
thinking and decision analysis should be
pursued to acquire the necessary frameworks
and tools. In-depth case study analysis of real-
world decision-making scenmarios should be
employed to analvze difficult siuvations and
draw tnsightful conclusions. Building anetwork
of accomphlished strategic planner mentors will
offer valuable advice and diverse viewpoimnts A
proactive approach invelving repular analvsis
and reflection on previcus choices should be
taken to 1dentify areas that need improvement.
Improving the capacity for strategic decision-
making and enhancing the organization can be
achieved through these diversified stratemes.
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Public Finance Management
in Nepal: Status and Issues

1. Intreduction
Public finance deals with the incomis and

expenditire of the govermnment. Therefore,
it 15 often referred to as the finance of the
government [t consists of revenus, expenditure,
and borrowing of the government. Its activities
range from amanging resources fo financing
the day-to-day munning of administration
to allocation of resources for development
actrvities. It has a significant impact in lowering
poverty, mummmizing mequality, and price
stability as wall as has asigmficant role 1n ovesall
macroeconomuc stabihity. Nowadays, there 15 a
wide arrav of discussions regarding therapid rise
n the expendsture of the Govemnment of Nepal
i the last five years. Howesver, the revenue
mobilization 1s not imereasing 10 proportion W
the inerease in expenditure. The public debt of
the government of Nepal is also been imncreasing
rapidly 1 the period. This often raises a
gqusstion regarding the hikely situation of a debt
trap ‘among stakeholders. The recent crisis m
Srt Lanka has also fueled the debate regarding
the consequences of the mability to repay the
public debt Nonetheless, thers are fundamental
differences in the macro foundations of Nepal
and Sr Lanka In this article, I'm analvzine the
trend of major comiponents of public finance
m Nepal, the challenges underlying them, and
ultimately the siratezies to translate challenges
INto Opportunities.

2. Trend analysis

The govermment collects the resources through
revenue mobilization, forsign assistance, and

-—
—
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domesnc bommowing. These receipt components
serve as the sources to finance the government
expenditure. The trend of varous components
of public finance 15 discussed below

2.1 Revenue

To expedie the intemnal resource mobihzation
is mmperanve to mmplement the fundamental
nights and directive principles as stated in the
constmunen of Nepal and fulfill the enhanced
need for public = itiure o satisfy the
development neads of the people of Nepal
However, i the aftermath of the COVID
pandemic and after the mmposmion of some
restrictions for import management to defend
against depleting foreign reserves, pressure
t5 felt in revenue mobilization evening in the

rumung fizcal year

The revenus recaipt can be classified mio fax
revenue and non-tax revenue Value-added tax
(VAT), mcome tax, Custom and Execizse are the
major sources of tax revenue m Nepal In the
Nepaleze context, VAT constiutes the hughest
proportion of total tax revemue followed by
mcome tax, customs, and éxcise respectively. The
average growth rate of tax revenue as of the last
10 years 15 around 17 percent and the rang with
GDP in the same period 15 almost 19 percent In
total revenue, the tax receipi constitutes arcund
90 percent whereas the non-tax receipt on average
15 around 10 percent The data showmng the tax
revenue of the Govemment of Nepal 1n the last 3
consecutive fiscal years along with thewr growth
rate and composton mntotal revenue mobilization
ts given below in table |
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TFable 1: Government Ezvenue Collection (Annusl, Re in Million)
i uiins Amount Growth Rate | Composition |
= 2020/21 2021/22R | 2022/23P |2021/22 | 2022/23 | 2021/22 | 2022/23

| Valns Added Tax 2820191 3142791 | 2861978 (114 -85 282 28.3
| Customs 223862 1 2420300 | 1825312 (841 =245 217 181
Income Tax 230077.3 2589500 | 2518151 [13.0 -3.1 233 249
| Excize 133780.5 166730.0 1431'_']_5-3.1 247 -14.2 15.0 14.2
Eii:i:t_;;l 36T.6 12408 20033 2375 6l 01 0.2
i_DTher Tax* .0 0.0 Dﬂ | 0.0 £.0 I &0 6.0
| Non-Tax Revenue | 682144 | 10100 81534.1 188 | 13.0 ' 73 | 9.1
| Total Revenue 938321.1 10653400 | 957153.7 (135 =102 895.6 94,7
| Oither Feceipiz 40433.0 A43500.0 53240.5 20.0 5.8 4.4 53
; ;:T:nne-ﬂﬂeip i o73754.1 11132400 | 1010334 2:(13.8 g3 100.0 100.0.

* {ither tax melodes road mamtenance and improvament duty, road construction and maimtenance duty frm and 2gency registration fee, and
| owmarship certifizats charzes (Soures: ) iinistry of Finanes)

Nepal in the last 3 consecutive fiscal vears aleng
with their zrowth rate and composition n total
revenue mobthzation 1s given below m table 1.

Chart 1, grven below shows the growth rate of
the revenue of the government of Nepal In the
last 10 years. the growth remaned negatnve in
fiscal vear 2079/80 by almost 10 percent On one
side the increasing size of the budget whereas on
the other side, the negative growth of revenue

kept public finance management under pressure
in Nepal in recent vears. The aforementionsd
mmport management actovines. slack n real
estate and stock markst loweraggregate demand
m the market. and slowsr credit expansion by
the banks and financial institutions are believed
to be the primary reasons for the outcome:
However, it urges serious scrutiny to reach the
root cause of the issue.

Chart 1: Growth rate of Revenue (%)

2071 207374
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2.2 Expenditure

Efficient and effective public expenditure 1s
the means to achi=ve the desired prospenty of
the country, The needs and necessities of the

207475
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cittzens must be addressed through the lmited
rezources avatlable m the government treasury.
The federation. province, and local levels must
mobilize the xpenditure in a balanced and
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equitable way adbernins to their expenditure
responsibilities. It 13 most urgent to focus on
efficiency, efficacy, sustainability, maximum
and quality caprtal expendrture, boost domestic
capital formation as well and implement fiscal

federalism 1n public expenditire manasement
The inereasing caprtal expenditure sinee the last
decade 15 escalating the discussion regarding its
efficiency 1n Nepal

Chart 2: Public Expenditure (% of GDP)
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Chart 2 presented above shows the compoesition
of public expenditure 1n Nepal mn the last 10
years: It 15 evaident from the fact that recurrent
expenditure has a significant  proporiion
compared to the capital expenditure. But, there
15 also the amount that has been transferred
to sub-national governmient from the federal
government under various types of grants as
mentioned in the intergovernmental fiseal
management act It 15 also clear from the fizure
that the ratio of capital expendrure to GDP of
Nepal 1s around 3 percent This 15 msufficient to
achievethe growth promised by the government
in the 15th plan document The increasing
financial management expendiure n fecent
years poscs new nisks in the pubhic financial
management of Nepal

2.3 Government borrowing

Pgblic debt has a promment role m
financial resource mebilization, maintaining
macroeconomic stability as well as in the
mobthization of forsign investment and

technology transfer If the debt 1= mobilized
i areas of natonal need and prionity, 1t would
help for the socio-sconomic transformation of
the country by fulfilling the resource gap. The
government of Nepal 1ssues the debt from the
domesnc market and also from intemationally
The rapid rise of public debt of Nepal 1n recemt
years has raised questions in different arcas of
public debt management.
2.1.1 Foreign assistance
¢ Foreign assistance consists of foreign
grants and loans.
¢ The amount of foreign pgrants 1s
decreasing whereas loans are mcreasing
over a pertod.
s The
assistance in the last 10 years 15 132
percent.

wverage srowth rate of foreien

» The outstanding foreion debt in FY
2022773 15 Rs:1093 bilhon which s
203 percent of the GDP of Nepal
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Chart 3: Outstanding Debt of GON (% of GDP)

in Nepal

1.1 Revenune
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2.2.3 Domestic borrowing o Controlling revenus leakage
The annual average growth rate of o Mzking transacnion value the basis of
domestic borrowmng in the last 10 years custom checks.
15 almost 33 percent. R
¢ MNaking provision of compulsery
In FY 202223 GON kas mebilized fimnanie atactual arenice.
Bs 236 billion domeste bomowing.
o Mantaiming the balance between
The outstanding domestic debt of GON tevends  colleclian  and’  Business
m FY 2022/23 15 1125 billion, which 15 fucilitation:
20.9 percent of the GDP of Nepal. ) _
. Enhance the uwse of ICT in fax
The volume of domestic borrowmg admimstration to end the need for the
1s gradually mereasmg every year and physical presence of taxpayers in the
has increased sipmficantiy in the last 3 tix alhice
fiscal years.
- ¢ Expanding the scope of taxation under
3. Challenges of public finance management the federation. province, and local level.
ete.
3.2 Expenditure
To expand the range of taxation lowsring -
OER s o The following are the challenges;
the tax rate.
_ L o Manaring public expenditure focusing
Build tax payer-fnendly tax o
3 = - lonz long-term vision
anrnistration.
o Mazking adherence between the 5DGs
To decrease the cost of tax collection road map and the 13% periodic plan
and cost of tax compliance. - i -
= & B ¢ Implementation of fiscal federalism.
Increase professionalism, transparency, ¢ Enhance allocation and spending

and 1tegrity among taxpavers.

oy b3
19 4 40. 4.2
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Raising capital expenditure.
Keeping recument expeénditure n the
desired limat.

Harmomzing awxd mobilizatten with
national priofty.

Managing political mnfluence m the
allocation of resources.

Improving project govemance and
removing project duplication.
Mairitaiming the balance between neads
and available resources at different
levels.

Institnnionzlhizing the public expendure
system at the provincial and local levels.

1.3 Government borrewing

Some major challenges under pubhe debt
mobilization can be listed as:

Makine public debt sustamable and
result-onernted.

Mobilizanon of debt resources into
areas of production and infrastructure
development.

Managing: public debt
discovragming the private sector.
Reducing burden by
mobthzing domestic capatal

wwithour

forston  debt

Mammtamming macroeconomac stability
Attracting investors i mternal debt
mobilization.
Developing capital market with diverse
INstruments.
Coordination  betwesn  federation,
province: and local levels 1 debe
mobilization.

Bevelop the capacity of PDMO office.

4. Approaches to deal with challenges
4.1 Revenue mobilization

L]

Broaden the tax base by lowering the
tax rate; providing PAN to indrviduals
and firms.

Adoption of an electronic mvoicing
svstem.

Making the VAT svstem more effective.

Taxpaver awareness program to ensure
everyone's participation in the scope of
the tax.

Make revenue administration efficient.
professional, and clean  through
modermization.

Adopting excise dury nuckets with
barcodes and tracking system.
Improving with the
provines and local level ' revenue
collection, identification, and expansion
of tax basze.

coordination

Develop taxpaver mformation
management system
Build tax svstem busmness and

mnvestment friendly,

Developing taxation systemas a eatalyst
for manufactunng industries.
Expansion of areas of non-tax.

Strengthen  the
system

soctal secunty tfax

By making the taxation svstem simiple
and more equitable.

Carryving reform o structoral  and
systematic aspects of tax administration
i1 accordance with the federal svetem.

Beview mcome tax and custom tax rates
based on international best practices.

4.2 Expenditure management

Strensthenthe publicexpendituresystem
of government throuch efficiency,
transparency, and accountability 1n ail
three tiers of government.

Develop an immtegrated svstem of
expendrure at all  three
government.

Develop MTEF 230 medium-term
financial. budget, and results framework
for alignment between penodic plans
and annual plans.

ners of
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¢ Amangement of capital expenditure
from the beminning of the FY.

* (Capacity development program for
staff invelved in budget and program
formulation

¢ Through efficient and effective
allocation of public expenditure 1
areas of economic and social capmal
formation.

¢ Developing standards for recurrent
expenditores:

¢ Publicexpenditurstothose infrastructure

sectors cazn broaden the tax bases and
yvield 2 high investment return.

¢ Sufficientbudgetforsocial development;
health sducation sanration etc

¢ Deyelop and implement project
management guidelines at all levels of
government.

¢ By making public expenditure

transparent through the use of ICT.

* Tparmranges ntergovernmental finance as
per the development needs of people,

* Ensurnmnmg project good govemancs.

¢  (One-door policy for grant distribution.

¢ Develop and implement co-investment

and jomt mvestment famework
between three levels of sovernment

e Full-fledged implementatton of public
pavment via clectronic system.
¢ Incorporanng LMBIS into TSA.
¢ Develop a system to monttor public
sxpenditure.
4.3 Public borrowing

¢  Tomobilize public debtin high-vielding
sactors; Infrazsructure and production

* To mobilize public debt to conmibute o
mtermnal resource mobithzation, tmpert
manasement, and export promoton.

o Np government guarantes for pocket-
picksd projects.

¢ Develop medium and longterm
strategies for public debt management.

¢ Develop technology fnendly and
research-oniented PDMO office.

o Facilitate the development of the capital
market.

¢ Arrangement of automated tading of
government securities in the secondary
miarket.

® Need base mobilization of foreizn debt

® Developing surtable mstruments of
public debt at the province and local
levels based on potential, financial
capacity, and expectad return

5. Conclusion

Sound public finance management s
mmperative to enhance the living standard of
the people through allocation. distnbution,
and stabilization functionz. The gap between
revenue target and actual collection must be
dealt with by the government through vanous
legal, procedural, and administrative reforms
Similarly. by suceessfully dealing with the
challenges of expenditure management, 1t
would help to achieve high zcononmuc growth
through efficient. equitable, and result-onented
management of poblic expendiurs. The
mobilization of the public debt in areas of socio-
economic transformation 1= crucial to fulfill the
development aspiration of people as well as in
overall macrosconomic stabiliy
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The Path to a Corruption-

Free Society: Nepal's Journey
Towards a Cashless Economy  umashankar prasad

Introduction

With a per capita income of USS 1,336 (USS
4,725 i PPP term) m 2022 (WDR, 2023),
Nepal 15 on the path of graduating from a least
developed to a developing country by the vear
2026 Despite high possihilities of sconemic
prospenty with the enormous availability of
natural resources mcluding watsr, the country
has been an LD since the category was created
m 1971 The high magnitude of coruption
15 one of the major reasons for Nepal's
underdevelopment among others.

Corruption 15 a persistent challenge that
hampers economic growth_social development,
and political stability in many countries around
the world. Corruption has long been-a pervasive
1ssue i Nepal affecting vanous aspects of
the countrv's development and mmpeding
progress. In the pursurt of a transparent and
cormuption-free society, the adeption of cashless
transactions has smerged as a promising tool
A cashless society, where digital pavments
and transactions replace physical cash, can
significantly contribute to reducing corruption
i Nepal Thes ariicle explores how trapsitioning
to a cashless society can help combat commuption

and promote transparency n the country.

This paper 1= divided mto five secthions. Section
one provides an imtroductory snapshot with
a statement of the problem and the objectives
of the paper Section two presents Nepals
corriphion status and imatives to control
the black economyv and corruption within the

Associate Professar
Central Department of Economics, T U,

countty. Section three analyzes the advantages
and challenges of a cashless economy, along
with the role of cashless wansactions n
combating commuption. Section four focuses on
making Nepal 100% cashless and discusses the
kev mstruments for achieving this goal Section
five delivers concluding remarks.

Corruption in Nepal

The high masmtude of corruption results n
policy fmlure at both the macro and micre
levels It lowers the rate of investment and ratses
the savings propensity so that the multiplier
fallz while the level of income and the growth
rate of the economy fall below their potential.
Ultimately, correct estimates of employment
generation cannot be estmated correctly as the
actual level of consumption differs by tgnonng
the black part of the ¢conomy.

Nepal has been struggling with cormuption for
mafy vears, impachng ifs economic growth,
public sarvices. and overall development
Cormuption 1s often seen as a major obstacle
to attracting foreign investment, fostenng a
business-friendly environment, and ensunng
that public funds are allocated efficiently.
Common forms of corruption i Nepal mclude
bribery, embezzlement. nepotism. and fraud

The 2022 Corruption Perceptions Index (CPI)
estimated by Transparency Intemanonal ranks
Nepal at 110th position among 180 countries
throughout the world with a CPI scors of 34.
Systemic commuption has become a significant

tssue 1 Nepal, with several high-profile
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scandals gaining widespread attention. In
medias and public discussion, some recent
geandals have been debatsd, which mcludes
the fake Bhutanese refugee scam_ Lalita Niwas
land grab scam_ Pazhupan Jalashan scam_ and
g-payment gateway system scap, among many
others, 1 which high level politictans and
bursaucrats are drageed in controversy dus o
their alleged mvolvement

Annually, thousands of complaints related o
corruption, fake certificates, damage to public
property. revenue leakage, and illegal amassing
of property are registered in the Commussion
for the Investigattion of Abuse of Authonty
(CIAA). In the fiscal year 202223 the CIAA
submitted 1tz 33rd Annual Beport to the
President. highlishting the filing of corrupiion
cases agamst /66 individuals m 162 casss.
Dunng the fiscal yvear, the CIA A recerved a total
of 20,205 complaints through various channels.
The majonty of these complaints, accountine
for 3593 percent. wers related to local-level
SOVernment 155485

It 15 believed that the magnitude of commuption
has grown i Nepal over nme through tllesal
-activities: It has become 3 part of the economic
system. It has resulted in the concentration of
mcome and wealth Widespread cormuption
lras been one of the most unportant causes of
mtermnal conflict as 1t results in policy fatlure
both because of inadeguate allocanon and

meffzctiveness of public expendrturs.

No zyvstematie studv has been conducted to
gsumate the magmitude of cormuption and black
sconomy tn Nepal Nanonal and international
experiences indicate that it kas been rampant in
the country. Analysts behieve that commuption in
Nepal has been increasing day by day because
of polincal transihon and mstabiluy.

It 12 wadely believed that the magnifude of tax
svasion-and avordance has been extensive in
Nepal The practices of VAT fraud have been

widespread by evading VAT compliance by
producing fake mmvoices Despite lezal and
admimstrative provisions to confrol leakages
m excise duty, the hupe lecakage and the
corresponding lozs of revenue are frequently
reported. Although 1t 5 difficult to say how
much lsakase exists as thers 1s no nanonal
survey conducted oft sxtizable products, the
Department of Inland Revenue believes that
the leakage amounts to more than 40 percent
annpdlly The reason for such a huze propomion
of leakage 1s attributed larzely to the illegal
production of low-quality liquor at the domsstic
level, smugehing of foreign liquor and cigarettes
m the domesuc market, and lack of effective
monttoring and follow-up.

The Auditor General's Repont states that the
license of some of the manufacturers has not
been renewed in ftme and the department does
not know their existence indicating a lack of
monitoring and follow-up, the recovery from
the tobacco to manufacture different brands
is grossly underestimated. the exemption of
praduction loss dunng the production process 1s
claimed by the manufactmrer and 12 largelv not
verified by the Diepartment of Inland Revenue.

Methods of excise evasion are illicit disullation,
selling alecholic products without a license
under-reporting of prodocton and  sales.
quantity and quality manipulation by not
showing actual records of raw material imports,
local raw materials usad i production. and
removal of final products. Apart from excise
evaston and leakages m liguor, there have also
been leakages in other excizable products like
self-removal products. deplicate wine, and
cigaretie imports from Tibet Thersfore, further
studies are required regarding the mapniude of
excise evasion and leakages tn Nepal

The Commussion for the Investigation of Abuse
of Authority (CLAA) stated that government
bodies commtted millions of rupees
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9%
corruption in the relief packages and rescue
procezses. It 1s stated that more than NPR 13
bilhon from the Prime Mimster's Disaster
Belief Fund and an additional amount from the
regular budget has been spent for carrving out
relief and rescue works smmediately following
the Gorkha Earthguake in 2013 Various case
of wregnlarnties has 3zlso been identified
buving different 1tems such as tarpaulin sheet
toodstuffs, water pipe and fittings. and gabion
wires by government as well as non-govemment
orgamizations.

Initiatives to control black economy and
corruption in Nepal

Many cases of corniption zlso existed before
the unification of Nepal 1in 1769 by Prthra
Naravan Shah The Panchayat rezime (1960 o
1589) has also been regarded as having included
a huge amount of cormuption. Even after the
restoration of democracy m 1990, 1t is arpued
that the size of black income has not decreaszed.
Many casss of corruption existed in the name
of privatization policy and economic reforms.

No act was formulated to corb cormuption in
Nepal before the unification. The Mulukt Amn
(Countrv's Law), the first written law of the
country, was the first legal attempt 1o check
corruption during the Rana regime. The Buch
Commission’' formed i 19353, headed by NM
Buch-an Indian administrator coemprising
semuor officidls of Nepal, was the second
effort to check cormipnon in the country. The
name of the commission was 'Admunistrative
Restructuring Commission’. As the name
suggests. the commission was formed not only
to check corruption but 11 was also inteaded 1o
find ways to reform the satire admunistrative

SEeCtor

The government issuad two ant-corroption
laws m 1932 the Nepal Corruption Act and
Nepal Commuption Control Begulauons. The
-act was further amended 1in 1963 and 1991

n’;aﬂﬁm s do fefRes: affolcaa Beiurg, 2000

The act has resiricted government officsals
from bewng imvoived in mcome-gencranng
private businesses directly or indwectly. The
two major attributes have been set up under
the act — the corruphon control department and
the special police department to take steps 1o
curb cormuption. The zovernment bodies and
mdependent institutions urvolved 1o cormiption
control 1n Nepal are;

Thes government established the office of
Audstor General m 1961 to prevemt financial
uregulanties in the country. The responsibiliy
of the office has been to examine the financial
matters of the government offices and to come
up with reports. Each vear the department
submuts 1ts audit report to the govermment.
Based on this report, the zovernment takes
dction However: the office 15 not entrtled 1o

taks any action against corruption

The Commission for the Investigation of
Abuse of Authority (CIAA), established in
1991 s=rves as a vital constiiutional body 1n
Nepal's ongomne efforts to combat cormuption.
With 1ts multufaceted role as an ombudsman,
investigator, and prosecutor, the CIAA plays
& pivotal role i uphelding integrity and
transparency within the country's public sector.

Enshnined mn the Constoution of Nepal, the
CIAA 15 entrusted with specific functions
and responsibilities Firstly, 1t possesses the
authority, in accordance with the law; to conduct
or imhate imquines and investigalions mio.
instanices of improper conduct or corruption
by indsvidvals holding public effice. When the
CIAA uncovers instances of mususe of authonity
through improper conduct dunng its mmguinss
or mveshganons. it has the power to make
recommendations in writing to the relevant
authonties. These recommendations are aimed
at facilitating the imtiation of departmental
or amy other necessary actions agamst the
individuals invelved.
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Furthermore, if the CIAA identifies actions by
a person holding public office that are legally
defined as corruption, 1t 15 authonzed to 1mtiate
legal proceedings agamnst such indmiduals ma
couft of law. This proactive approach 15 crucial
in the pursuitof jstice and the deterrence of

cormupt practices within the public sector

In summary, the Commussion for the
Investigation of Abuse of Authonty (CIAA)
stands as a cornerstons of Nepal'santi-corruption
efforts, wielding its authority to investigate and
prosecute corrupt activities while promoting
transparency and accountability tn the nation's
public adminsstration

The Department of Revenue Imvestisation
(RID) was established with the mmsion to
control sllegal activities in tax revenns and to
conduct research activities in ax admimstration.
The objectives of the department have been to
control leakage i direct taxesas well as indirect
taxes; to check the irregulanties in forsign
exchange transactions. and to take legal action
agamst such acthaties by investigating them
However. the acuvines of these mnstrunons are
also looked upon with suspicion

Apart from these institutions: vanous laws
{regulations) are formulated and implemented
it Nepal to maintamn the basic principles and
-assumptions of good governance mcluding
the Good Govemance (Management and
Operation) Act, 2007; Civl Service Act, 1993;
Local Setf-Govemance Act, 1998 Corruption
Allevianon Act, 1992 Public Procuremsnt Act
2007; Right to Information Act, 2007, etc. A
Special Court has been established to hear and
make decistons on cases related to mstitutional
corruption. The WNanonzl Vieillance Centre
was established to make visilance over the
prevenfive measures of comruption However,
the lack of effective implementation of the legal

provisions. lack of transparency in the decision-

making process, centralized decision-making
system. and lack of an effsctive mechanizm to
discourage ursgularies are the problems in

curbing cormuption.

Cashless
challenges

ECOROMY: advantages  and

A cashless economy, where transachions eccur
prnimaniy through dimital means, offers several
advantages. [Dhoital transactions: are faster
efficient. and leave a clear financial trail
making 11 easter to track and audst financial
actnvities, which can help combat frand
and financial cnmes. [t also makes 11 more
challensing for individuals and businesses to
evade taxes through off-the-beoks transactions.
Furthermore_ a cashless economy can stimulate
economic growih and reduce environmental

unpact.

However, thers are challenges to consider. Not
everyone has access to the technology required
for digital transactions, creating a dimtal divmide.
Cybersecunty threats. privacy concems, and
dependency on techneology are also issues to
address.

Therole of cashless transactionsin combatng
corruption

Transitroning to a cashless society 1n Nepal
can stomificantly reduce corruption throush
enhanced transparency and the creanon of
robustaudit traile. Digrtal payment systems can
minimre opportumties for cormupt practices i
sectors vulnerable to bribery and reduce leakage
in government programs. Bridgsme the digital
divide, ensunng cybersecunity and buildmg

trust are essential for a successful transihon
Aaking Nepal 160%5 cashless

Many countries worldwide have 100%
literacy rates and could potentially transition

toa 100% cashless system. Their people can
easily adapt to using digital meney mstead
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of cash However, these countries haven't
fullty swiiched to digital payments mainly
because theiwr governments are not eager to
make the change. The reason 1s that 1if they
o completely cashless fwould lzad 1o the
dizappearance of big industnies that deal with
legal matters, politics, crime, prisons. and
secunty. These mdusines rely on handling
varous issues; often related to minonty
croups. and are usually controlled by the
majonty population.

Nepal has little to lose and could svenserve asa
role model for other countnies strving to adopt
cashless systems while ensuring equitable
treatment of minority populations. However,
Nepal stull faces o major challenges:
convincing rural people to use technology for
payments and =nsuring that digitz] transactions
aresecure from cvber threats.

In Nepal, one of the sigmificant challenges
to gomng completely cashless would be the
resistance from rural commumties towards
-adopting technology. Even though Interacy rates
are high_ there 15 sull a dignal divide between
urbanand ruralareas Many rural inhabiants may
not have access to smartphones or the intemnet,
making 1t difficult for them to participate 1n a
cashless economy. To address this chalilenge,
the zovernmentand orgamzanons could launch
mnitiatives to promote digial literacy in roral
areas, provide affordable access to technology,
-and ensure that digital pavment solutions are
user-friendly and accessible 1o all.

Another important challenge 1s cvber secunty
As Nepal transmions to & cashless society, ot
becomes more susceptible to cyberattacks
-and fraud. It's crecial 1o establich robust evher
security measurss to protect citizens financial
data and transactions. This includes mmvesting
m cyvber secunity infrastructure; creating
awareness about online security best practices
-among the population, and implementing

stingent regulations to deter cybercnmunals.
Collaboration wrth international orzanizations
and countries expertenced in managing cyber
security could also be benshicial

Keyv instruments for making Nepal a cashless

ECONMOIMY

To miake Nepal a fully cashless sconomy, two
major instruments have been proposed. The first
one mrvolves the introduction of personalized
currency with barcodes. Under this plan_ each
currency note would have a umgue barcode.
and a set of 3-3 cumency notes would be
personalized for each family, This concept
15 appealing as it can help comvinee rural
residents to embrace dignal transactions. They
can still use thewr familiar currency notes, but
mstead of handing them to a shopkeeper. they
would simply scan the barcode to complete the
transaction. The currency notes could bekeptin
their possession ind=finitsly, and a single note
could remam 1n circulation for decades. This
approach offers convemence and addresses
1ssues ke damaged or stuck-together notes and
distrust between shopkeepers and customers
(Sah, 2023),

The second instrument proposad for a cashless
Nepal 15 2 evbersecurity measure. It involves
creating sub-accounts under a mam account
For example, if somcone has & bank balance of
5 lakh, 23k would be kept in a sub-account, with
the remarming 4 75 lakh 10 the main account.
The mamn account details would not be shared
anvwhere, and 1t would primanly be used for
transferring money to the sub-account for small
transactions, when necessary. as well as for
perzonal deposits (Sah, 2023). These two 1deas,
when unplementsd, have the potential to pave
the way for MNepal to become a 100% cashless
economy, and they appear 1o be feasible

solutions.
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Concluding remarks

Transihioning to a cashless society mn Nepal can
be a powerful tool m the fisht agamstcorruption:
By promoting transparency, accountabiliny, and
financial inclusion. dimital transactions can
help reduce opportumties for cormupt practices.
However, 1t 1z important to recogmize that
this transiton will require careful planming,
investment in technology mfrastructure, and
ongoing efforts to address the challenpes of a
digital divide and cyber secunty. With the nght
strategies in place. Nepal can move closer to
its goal of becoming a mors transparent -and
cormmuption-free  society, ultimately leading
to improved economic growth and social

development for its citzens.

No study has been undertaken to estmate the
magnitude of cormuption in Nepal Some data
ex1sts but 1t 15 also not sufficient, systematic, and
authentic 1o estimate the acrual size. Nanonal
and international experiences indicate that ot
has been rampant in the country. The paper
concludes that thers 15 an urgent nead to conduet
a nationwide survey to estimate the magnitude
of commuption in Nepal so that it would facilitate
the policvmakers in formulating proper policies
for the country

In summary, while Nepal mav have the
potential to becomes a 100% cashless society
mven 1ts high hteracy rates: it must address the
challenses of rural technology adoption and
cyber security to ensure a smooth transmon By
overcoming thess hurdies. Nepal can serve as
a role model for counines striving to achieve
cashless economies while being mclusive and
secure Personzhized cusrenev with a barcode
could be an instrument in making Nepal 100%
cashless. However, 1t needs ngorous research
Hence, the government should immnate 1o
conduci nattonwide research on the matter
It could be instrumental 1n making Nepal a
corruption-free country
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Nepal Aims to Embrace the
Digital Age for a Bright

In a world driven by technology and data. Nepal
1z poisad to take a2 sigmificant leap mmto the
digrial age, paving the way for a promising and
prosperous future. With the collective vision of
government officials, businesses, and cihizens,
the nation 15 embarking on a transformative
joumey that promises to brng substannal
benefits across all sectors. Technology s a mults-
dimemsional term; 1t can be defimed as a practical
application of knowladee and skill to accomplish
work ecfficiently It can be tanmble assets
like machinery, squipment, wtensils, =tc.. or
itangible assets like 1deas inmovation, software,
ete., or a combmation of both Technology 15
one of the major factors drsing the economy
in the present dav. Several theonies have been
developad 1 economics considening land, laber,
capital, and entreprencurship as the factors
of production Modem economists argue that
technology-driven econonues have higher spead
srowth rates so most of the countries ars tryving
to adopt advanced technology in the various
sectors of the economy. After the Industnal
Revolution of the 18th century, technolooy was
given high prionty which altered the aonicultural
system.  manufacturing mdustrnes, and
distnibution channesls. Technology intervention
grew for the production and distribution of
zoods as well as the generation and delivery
of services as machines gradually replaced
humans in the production secter. [nformation
and communicatton technology (ICT) is the
most widely veed and rapidly growing form of
technology, which has brought dramatic changes
mthe sectors ofhealth eduecaiion. mfrastoctoral
development, public service delivery, ete. It has
reduced production costs and nme along with
rendermg the efficient and effective moblization

of resources

Er. Uttam Karki
FBhD Scholar

Nepal's Attempt and Status

Durning the 1 7th and 18th cemmunes: as wellas the
preceding periods, Nepal's economy was robust
and flounshing There 15 a belief that Nepal
had more exports. provided md to neishbhonne
states, and spent more 1 bulding up several
infrastructures such as temples. monastenes,
paiaces, etc. Dunng that era; Western coumtnes
propelled their economies through investments
mn technology and innovation Many analysts
questionad why Nepal did not prientize similar
investments m techmology, innovation, and
rezearch instead of focusing on the development
of relizious sites: Nevertheless, it 15 imperiant
to riote that Nepal's economy was self-reliam
and experienced steady growth at ds own pace
until the sarly 20th century: &s an wnpact of the
1980s globalization and liberalization process,
Nepal has mads some remarkable achievements
in explonng technology 10 the country. For the
first time, the Nepal Academy of Science and
Technology (NAST), an autonomous apex body
was establiched i 1982 1o promote science and
techrology in the country.

Likswize the Councilfor Technical Educatonand
Vocational Trainmg (CTEVT) was established
m 1989 10 develop a skilled workforce 1n Nepal
through technical and vocational educanon and
tramning In the later vears. Mahabir Pun led the
National Inpovation Cemtre (NIC) establizhed
m 2012 as a private ennity supported by the
general publie: and 18 plaving an appreciative
roie m developme newer technology. There are
government mshiuhons providing education
and research programs 1n sectors of agriculture
and forestry too. Povate colleges and mstitutes
are also providing technical education i the
fields of engineernng. health. agniculture; etc.
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Moreover., an environment of sslfreliance
technical education system 15 bemng  created
within the country which 15 expected to support
the GDP

According to the latest report published by
the International Telecommumcatton Umon
(ITU) m 2021, Nepal ranked 142nd out of 193
countries i the ICT Development Index (TDI).
Simularly, as per the Global Innovation Index
(GII) 2021, Nepal 15 ranked 111th out of 132
sconomues in terms of innovation performance.
Nepal's innovation strengths were found to be 1n
the areas of human capital and research, while
iz weaknesses were 1 the areas of msniuhons,
business sophisticanon, and mfrastructure. In
developed counmes, the economy is being
supported by technology and mnovation wiath
more than 10 percent contmibution to GDP
whereas 1n underdeveloped coumtnies it is
neghgible: However, the adoption of technology
by developing countries like Nepal has a
significant positive impact on the economy such
‘as reducing domestic producthon costs, setting
standards for quality, and allowing mdrnduals
10 commumnicate from a distance.

Opportunities and the way forward

Amid & steep nise in both cybercrime cases
and complamts i recent wvears, the Nepal
government Cabinet on August £ endorsed
the Nationzl Cyber Security Policy 2080 BS
{2023), While multiple stakeholders welcomed
the move. they also pomnted out that the new
policy lacks a collaborative approach and seems
to be a copy of similar measures in neighbonne
countries. Recently Govemnment of WNepal
decided to allocate at least one percent budget
to science, technology, research, and mnovation.
Local zovemments are also promoting tech-
supported start-up busmessezs by launching
'tdea-bank’ programs. As ah exemplary attempt,
Kathmandu metropelitan city has started the
‘Book-free Enday program  to  implememt
technical and practical sducation at the school
level The increasing trend of tech-supported
start-up businssces e-commerce  husineszes,
tech-supporied production sectors, etc. s the
green signal for the Nepalt sconomy. However,
Nepal's economy. 15 stll highly informal ‘and
domunated by the prnimary sector, and Nepal

should emphasize the adoption of technology 1t
the wvarnwous sectors of the sconomy. for which
certain attempts have t© be made immediately
Fist of all, the government should adopt an
‘anti-brain drains’ polcy so that an environment
will be ereatad for all types of technical experts
to halt wathin the countrv's temmitory. The IT
policy should be reviewsd and updated sconer
A new e-commerce policy should be developed
along wath clearcuot legal provisions. Then, all
the government agencies worlang m science.
technology, research, and innovanon should
be restructured and reformed to justfy thewr
existence: Swummlar types of non-government
agencies which are expected to develop newer
techoology for export or declimng foreien
dependency, should be promoted by the
government. Schools, colleges, and universiies
should revamp therr cumiculum to provide
guahty techmeal educanon which enables
them to produce and supply competent human
and non-human resources in the intermational
market. The big corporate houses should
strengthen their ressarch and development umits
to retain and expand their business. Prizes and
awards should be amranged for the techmcal
manpower, equipment, and methodologies based
on suitable parameters. The sovemment and the
private sector should weork 1n tandem to explore
technology 1n the various sectors of production
and achieive a hugher economic growth rate,

Knowing the mmportance of technology for
the future growth of the country, Nepal alse
brought favorable policies to help take the
country ferward. In the 19%0s. the country
drafted the Foreign Investment and Transfer of
Technology Act 1992 to create an environment
for attracting foreion investment and technology
transfer m Nepal Similarly, the county alse
brought a Telecommumication Act m 1997 1o
encourage private sector mvestment in the
telecommunication industry. The first Internet
service in Nepal was wmtroduced i 1993
by the government-owned Nepal Telecom
through a dial-up connection which was later
conmmercialized by Mercantile Communications
- 1995, To regulate computer and IT-related
offenses, Nepal 1= adoptng the Electrome
Transaction Act (ETA) 2008 which aims to
provide legal provisions for secure and authennic
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means of slectronic commumeation and data
secunity, and control cvberenime.

Nepal, known for 1tz picturesque landscapes and
rich cuitural hentage, 1s now makine its mark in
the world of technology and data. The country's
commitment to embracing the digital age 5
svident in several key areas:

1. Expanding Internet Connectivity: Nepal
has recogmzad the importance of widespread
witemet access as the backbone of a digital future,
The sovernment, in collaboration with private
sectof partners, 1s working on mefeasing mtemet
connectivity, especially in remote arcas. This
effort will bridge the digital divide and ensure
that every citizen has access to information and
TESOUITES.

2. Dhgital Govermance: The government
1s hamessing technology to tmprove public
services and governance [Inmmatives  such
as e-governance and digiral  idennficanon
systems. care  streamiiming  administrative
processes, reducing bureaucracy, and promoting
transparency

1. Innovation and Startups: Nepal's thriving
tech siartup ecosystem 15 fostermg mnovation.
These startups are not only creating job
opportunities but are also brinming fresh 1deas
to the table, revolutionizing industries like
acriculturs, healthcare. and tourism.

4. Education and Skills Development: The
vounger generationis beingequpped with digital
skills, ensunng they can actively participate in
the digital economy. Educational institutions are
integranng technology wito thewr cumcula, and
various tramning programs are being offersd to
upskll the workforce.

5. E-commerce and Digital Finance: The nize

of online markstplaces and dizial payment
systems 15 transformang the way businesses
operate. Nepalt consumers are mncreasmmghy
relying on e-commerce platforms for thewr
shopping needs; and digital financial services
are becoming more accessible.

Nepals commument to embracing the diznal
age not only promises to improve the quality of
life for s citizens but alse to enhance econoruc
growth. The imtegration of technelogy info
vanous sectors will unlock new opportunities,
promote cffictency, and foster mnovation
However. this transformation 15 not without s
challenges Issues such as data secunity, digital
literaey, and mfrastructure development must be
addressed to ensure a smooth transition into the
digital era. Furthermors, this digital revolution
must remain mclusive, benefiting all segments
of society. As Nepal embarks on s joumney
towards a digital future. governnment, businesses.
and citizens must work m tandem to hamess the
full potental of this transiton. Collaborative
efforts will be the key to achieving the vision
of a more connected, efficient, and presperous
Nepal

Mobile Banking, Internet Banking, And ATM

Users

A B and C Class BFIs have opensd 1 a total
of 4.855 ATMs out of which commercial banks
occupy: 4463 ATMs. The number of mobile
banking users has surged rapidly in recent times.
Altogether 2 13 crores customers are cugrently
taking banking services through the use of
mobile banking Likewise, 1856 lakh users are
invalved in the Internet banking service. See the
current data (Mid-July 2023) related to mobile
banking internet bankmg and ATMs in the
table below

[ AClass  |BClass |C-Class |Total
| No. of Mobile Banking Customers 18438455 [2,772852 [152.682 [21363.989
| No. of Internet Banking Customers 1.34.790 494753 13472 |1.836.195
|No. of ATMs 1465 146 44 4855

In conclusion. Nepal's determination to embrace
the digital age is not just a commendable
aspiration but a reality in the makine As the

nation takes these bold steps, we can look

forward to a brighter and more promising futurs,
where technology and data become powerful
tools for growth and development
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