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CHAPTER 5

1 Principles of a democratic nation

A nationisasocial unit that maintains order, cohesion, and isgoverned
by a sovereign authority. Historically, there were periods when many
nations were ruled by monarchs or by a person or groups belonging to
certain classes. However, in today's world, it is usual for the entire
population to be the sovereign authority, and hastheright to exerciseit.

The basic premise of democratic politics is the system in which
sovereignty isexercised through alegidature. It isaso aprinciple that
the fundamenta human rights, adult franchise and equdity of each member
of the population are guaranteed.
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2 Thoughts on Democracy in Nepal

Asaresult of the democrati sation movement of 1990, the Panchayat system was
abolished, and multi party systemwasrestored, and democratic form of government
was brought in. However, the so called democratic government did not function
well. Therewasonly widespread power struggle among the partiesand al sortsof
corruption flourished with it. Far from enjoying the blessings of democracy, most
people have been impoverished which pushed the country into grievous conditions.
Under these circumstancestheking, taking the privilege of the condtitution, exercised
active role which also could not succeed in the 21st century. We should make
every effort not to repeat the same mistakes of the past.

The importance and purpose of politicsis supposed to reflect the wishes of the
people correctly and function for the making of a peaceful nation that can ddliver
benefitsto them. Thusthe political parties must emerge from the shortcomings
of prevailing paliticsin which they wereinvolved in the past.

We very often hear the cry for "Democratisation! Democratisation!” But it seems
that most people do not always understand the meaning of democracy and
democratisation. People need to learn about democracy and should be made
aware of their rights and responsbilitiesin ademocratic soceity.

We also have to look at some republic countries that are said to have been
democratised, but in fact are run by dictatorships. NNDP emphasizes that the
important thing is not only the political system but the attitude of personswho
are dected and engaged for taking responghility in politics. Nowadaysideologica
struggle has ended and people are oriented to ask about the result of the policies;
whether they are being correctly implemented or not.

Democracy isnot aform of politics only, but isinseparable from the concept of
freedom of individuasin conducting their lives and respect of others. The practice
of democracy requiresthat every member of the society think in terms of seeking
solutionsto hisor her own wishes through the democratic process.

NNDR , in this context, will work to spread democratic beliefs and ademocrétic,
political culture to awaken the people to the true meaning of democracy and to
broaden the understanding throughout the population.



3 NNDP's Palitical Principle

NNDPsdesired principles are asfollows:

Non-violence
Non-violence is NNDP's motto. The change of society should happen with the
revolution of the mind, not weapons.

Formation of a Peaceful Democratic Country

NNDP wishes to establish Nepal as a democratic country and we will strictly
adheretoit. In no way will we accept any aternative or rise of authoritarian
rule. We believe that we can dispatch peace to the whole world from Nepal.

Elimination of I nequality among People

NNDP advocates strong policies to diminate the widening economic gap between
people dwelling in the cities and those living in the villages with strong interference
by the governmen.

Clean Government

For thedeve opment of the country, ad ean government isthemost essentia condition.
NNDP strongly advocatesthe need to establish aclean government and to take
action against bribery with heavy penalty and imprisonment. If these sorts of
mechanismsfail to control corruption, even deeth penalty can be given athought.

Continuation of a Parliamentary Democratic System with Congtitutional

M onar chy

To give examples, at present Britain, Japan and Thailand have political systems
which maintain congtitutional monarchies. Such a system would be advantageous
to Nepal asit will bein agreement with the identity of the people of Nepal.

We proposeto create a"king and royd family of the peopl€" by giving the centrd
legidature the authority to rule over the roya family.

Establishment of Autonomous Gover nment in the Local level with the
formation of Federation of Regions

Nepa isamultiethnic nation and each digtrict hasits own characterigtics. Having
regiona governments, each of which, reflectsthe character of itsdigtrict and such
autonomy is suitable for Nepa and will contribute to maintaining a stable society.
Thus, NNDP proposes that thiswill be the most effective and efficient way for
the country to give administrative servicesto dl its citizens and reflective of their
opinion in politics
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4 Approach to Nepal's own Political System

There are avariety of political systems, which aredl caled "democratic” but in
fact differ in the way nations were formed and their historical background. Nepal
also should adhere to a political system adapted to its national conditions. We
should dso learn from political changes and progress of the world in establishing
our political system that isdesirablefor Nepa.

NNDP also sees the necessity of some reform and revision of the Congtitution
of 1991, which existed on the basis of constitutional monarchy. This can be
achieved through the election to a Congtituent Assembly or by setting up ahigh
commission for reviewing the 1991 Condtitution.

The point to be dicussed are asfollows:

0 Guarantee of popular sovereignty and of basic human rights.

0 Thebhicameral form of legidature and a cabinet to be salected from among
the legidatorsonly.

0 Strict separation of power and function between three branches of the nation:
the legidative, the executive and thejudicid.

0 A Federa Political System which gives substantial powers to the regiona
government and local autonomous governmern.

0 Theterm of office of the Prime Minister should be limited to two five-year
terms. A new system of fair and universal suffrage where citizens aged 20
and over are registered to vote and above 25 are digible for candidacy for
the lower house and 30 for the upper house.

Appointment of Prime Minister

Inspection of Government
Vote of No-confidence i
Call of Session Cabinet -
J Dissolution of Parliament | Executive S
5 l e O |
& [ Parliament : =853
People | Legislation Appointment of £g 52 g
it B Judges £5 |g g |
iy S8 22T
,1 5 o (Dg (]
Impeachment of Judges Courthouse 2° E% §
Inspection of unconstitutional Legislation|  Judiciary e |
=)

Judgement by People of Supreme Court Justice

The division of three branches



The pogtion of the King:

To formally appoint a Prime Minister nominated by the Lower House and
approved by the Upper House to form a government.

If the house could not function properly because of the conflict among
the partiesand malpractices, as aremedy to the crisis the king should
be given and trusted with a power to dissolve both the cabinet and the
house only once in five years. However, the king will not have any kind
of rolein governing. Under such conditions, fresh eections should be held
within three months. The cabinet shall act in acaretaker capacity until a
new government isformed.

To nominate 10 of the members of the Upper House in consultation with
the Prime Miniger.

To represent the nation in affairs of State and ceremonies, with the decision
of the cabinet. The cabinet, not the King himsdlf, shal be responsibleto
the legidature for these actions.

Every management with respect to roya household will be decided by
the parliament.
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CHAPTER 6

Introduction of Federal
System and Regional

Governments which NNDP
envisions for Nepal

We propose afederd system of government with local administrationin
the form of Seven Regiond Governments.

The Reasons

0 Nepd isamultiethnic nation in which, except in mgor cities, ethnic
groups live in their own areas. For this reason, we think that the
Regiona Government with respect to the society and culture of each
locd areaisthe best suited political system for Nepd.

0 Regiona Government enables the people to have more chance to
beinvolved in palitics. Such participation in politicswill develop the
abilities of the citizens to make democracy work.

0 Regiond Government which isgiven extensive powers by the Centrd
Government will be reflected with avariety of tribes and easy to
accord and satisfy local citizens and can contribute in maintaining
socid gability.

0 Toavoid amassive central bureaucracy and to makeit easy for the
peopleto know the actud palitics, thistrend would geopoliticaly fit
the national circumstancesin Nepal.
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1 NNDP's Proposal for Seven Administrative Regions aimed
at decentralisation and local autonomy

We propose that the present five Development Regions should be increased to
seven with their capitasaslisted below.

Regions Capital
Koshi-Mechi Itahari
Sagarmatha Bardibas
Narayani Kathmandu
Gandaki Butwal

Dolpo- Rapti Ghorahi
Bheri- Karnali Birendranagar
Seti- Mahakali Attariya

The capitd of the central government should be located in Narayangadh.

Regional map which NNDP proposes

This concept came with our experience from extengve trave al over the country
for more than athousand days from east to west and north to south.



2 Organisation of Regional and Local Governments

In order to most effectively open the path to participation by local citizensin
government, regiond legidature aswdl as city, town and village legidatures should
be formed by direct eection. Each governmental unit should have its own chief
executive. These chief executives should aso be directly el ected by the people
asinaPresdentid System.

Request, Ordinance
reconsidering Displacement

of executive
Election Election
Ordinance enact
Re-deliberation & Ordinance Veto & — =T
;| Governor I_ Dissolution of Assembly '{li II\§sen1lny |' &
24 s 5 TR E
B & o Vote of No-confidence Budget, R A G
- I!!"" F Ordiance Resolution
r.' ' S

Agreement

Appointment Deputy Governor Inspection, Audit
Treasurer Commission

Public Safety

Executive Committe Commission

- Education Committe

- Election Administrative
Committe Agriculture

- Personnel Commission

The Chart of Local Autonomous Body

In addition, to maintain the fair administration without unilateral exercise of power
by a governor or mayor or a party, in each district there should be an
adminigrative council that isindependent of the main adminidrative organs.

Cities, townsand villageswill form thetermind unitsof Regiona Government. A
city will be defined asan areahaving apopulation of 50,000 or more, inwhich
there is an organised system of a street, business districts, etc. Areaswith a
population of 10,000 to 50,000 will form towns, while areas having asmaller
populationwill formvillages. But each village shall have apopulation of at |east
3,000 people. Theregiond, city, townand villagegovernmentswill beresponsible
for their respectivearea.
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3 The Judiciary Branch in three steps

Thejudiciary will consist of a National Supreme Court, the Court of Appeals
and the Lower Courts or the District Courts independent of the adminigtrative
and legidative branches.

Criminal Procedure Civil Case
Third Instance __, Supreme Court __, Supreme Court
f !
Second Instance Appeal Court Appeal Court
f f
First Instance District Court District Court
Summary Domestic Domestic Summary
Court Court Court Court

Justice System in three steps

4 The Functions of Regional and L ocal Gover nment

a) Thelegidative Branch
Work of Regional Assembly

- Enactment and Repeal of Laws and approval of budget. Decision on local
taxes and feesfor use of facilitiesin uniformity with the centra governmen.

- Election of the Speaker and Vice Speaker of the Assembly, and gppointment
of Supervison Committee members.

- Toconfirm gopointments of high ranking public officids made by the Governor.

- Toreceiverequests from the people, and decide on what action to take.

- Toconsder resolutions of No Confidence in the Governor.

- Toédect 5membersto the Upper House from among the Assembly members.

Work of city, town and village Assembly

Thework of city, town and village assemblies are principaly same asthat of the
regiond assembly. In addition they will receive the requests from the loca people
and ether decide to take action or request the regiona government to take action.



b) The Executive Branch
Work of Regional Governor

- Levyingand collection of locd taxesin uniformity with the centra government.

- Submission of hills, budget compilation and execution, and reporting of budget
performance with revenue and expenditure account to the assembly.

- Adminigtration and supervision of loca government officids.

- To promote agriculture, industry and commerce, tourism, reforestation, flood
control, and the construction of socid capitd for local development.

- Towork on education, public health, sanitation, socia security, police and
firefighting, environment, welfare etc.

- Supervision and counseling of the city, town and village, approval and
execution of their requirements.

Work of city, town and village Mayor s

The works of city, town and village mayors are more or less same asthat of the
regional governor. Besidesthis, they will receive requests from the local people
and either make adecision or request the regiona government to take action.
Registration of citizens and resident foreigners are conducted by this local
government.

Establishment of Commissions
For the execution of plans and policies, the regiona government and city, town
and villages will have various commissions as listed below.

Election Commission: Supervisesdl eectionsheld intheloca administrative
unit.

General AffairsCommisson: Plans, supervises and implements adminidrative
work of the chief executive,

Civil Service Commission: Supervises personngl mattersrelating to local civil
servants,

Finance Commission: Supervises preparation of the budget and collection of
local taxes.

Industry and Commer ce Commission: Supervises and coordinates affairs
relating to local commerce, industry and agriculture.

Education Commission: Supervises educationa ingtitutions including schools.
Public Safety Commission: Supervises and runstheloca policeforce.

Audit Commission: Auditstheloca government, administration and finances.
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The commissions shall consist of minimum number of persons. Besides this,
commissionsto perform specia tasks shall be organised for alimited period on
the nature of their requirement.

Each of these commissions corresponds to one of the departments of the federa
government and operates in its own administrative unit as an autonomous entity.
Asapractica matter, the federa government may assign their staff to the regiond
government.

Theregiona and loca governmentswill function within the limits and authority
set up by the central government. In fields where the whole country should be
managed in a unified manner, the federa government will legidate. The federa
government will have the authority to dissolve the regiona government.

The processto form the Regional Gover nment

The establishment of the Regiond Government will take place by taking following
steps.

First Step: The concept of the Federal and Regional Government shall be
decided in the Constituent Assembly as the consensus of the people.

Second Step:  The Condtituent Assembly shdl congtitute a planning committee
that will conduct detailed studies regarding various aspects required for the set-
up of regiona governments such as palitical division of the country in regions,
cities, towns and villages. We think that the committee should consist of one
delegate each from 75 digtricts, experts from related fields and afew members
from the Condtituent Assembly.

Third Step: The committee will submit itsreportsfor goprova to the Condituent
Assembly or the government if the former ceasesto exist. With this approval,
the federa and regiona governments are legalised and comeinto existence.
Fourth Step: Inthisstage, the dection of Regiona Government shall take place.
The Regional Assembly shall discussin detail and ratify the decision on the
planning committeg's report.

Fifth Step: The Regiona Assembly shal set up an executive committee
conssting of some of its members, the representatives or central and local
governments and nationa and internationd expertsfor implementation.

NNDPwouldliketo present thefollowing ideafor thesstup of thelegidativebranch.



d) TheLegidative (Proposed)

Speakersfor al the houses and assemblies shall be elected from among the
respective house members.

Number of
The Legislature Number of Selection Procedure recommendations | Term of
Members required to stand office
as a candidate

Parliament Through National general
Lower House 205 elections 200 5years
Upper House 8 35 from Regional Assembly, 200 6 years
40 from National general (3years
elections, 10 from King's overlap)

Nomination

Regional Assembly 45 Local election of Regional 100 4years

area

Local Assembly

City 21-31 Local election 50 4years
Town 15-21 Local election 0 4 years
Village 7-11 Local election 20 4 years

€) The Executive

The Central Government

The Centrd Government will delegate adminigtrative rightsto loca government
as much as possible, but in order to economically pursue the goal of creating a
modern nation, it will be necessary to have astrong Central Government that
can assume aleadership rolein dealing with nationwide problems and foreign
affairs, and coordinate the actions of the local governments. The Central
Government will coordinate the educationd system, the socid security system,
the setting of safety standards, the police, various regulations and the granting of
avariety of licenses, but detailed implementation will be left to the local
governments.

Diplomacy, the army and the nationwide trangportation and communication system
should be maintained under the Centra Government. It will aso be responsible
for financid policy and the tax system, and promotion of nationa projects. The
Centra Government should play a coordinating role to maintain the unity of the
federation of regions.
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Regional Gover nment

The governor elected by popular vote will be solely responsible to run the state's
affairs of the region with the formation of various executive committees. The
committee members will be chosen by the governor from among the experts,
intdligentsaand renowned persondities of theregion.

L ocal Governments

The mayor of the city, and the chief of the town and village will be elected by
popular vote and shall be solely responsible to run the affairs of their areas. The
committees like those mentioned for the regiona government can be formed for
execution.



CHAPTER 7

Economics

1 The present situtation of Nepal's Economy

Nepal ranks among one of the poorest countries of the world in gross
national product and per capita income. Nepal's current economic
conditions as compared to those of other countries are asfollows.

Country Gross Domestic Product Per Capita Income Economic Growth
US $ billions US$ PPPUSS$ Rate (%)

1980 2003 1980 2003 2003 1975~2003 Mean

Nepal 2 6 140 240 1,420 21

USA 2,770 10,950 12980 37,870 37,562 20

Japan 1,063 4,300 10430 34,180 27,967 24

Thailand 2 143 720 2190 759 51

India 182 600 270 50 2892 33

Sri Lanka 4 18 280 90 3778 34

Bangladesh 18 52 210 400 1,770 1.9

China 188 1417 20 1,100 5,003 82

Uganda 1 6 - 250 1,457 26

Human Development Report 2005 UNDP
Comparative chart of developed and neighboring economies

As can be seen from thistable, Nepa's economy hasremained a alow level
throughout the last quarter of a century since the opening of the country.
Caught between Indiaand China, which have been undergoing spectacular
economic growth in recent years after adopting an open market economy,
Nepa cannot expect a growth in its economy without searching for away
out of its outmoded economic policies.
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The fundamenta reasons why there has been no economic development in Nepa
aresadto belack of capitd and technical know-how, poor transportation system,
limited market, the country being landlocked, geographically handicapped, etc.

However, NNDPwould like to stress that another vital reason isthe bipolar nature
of the Nepalese society. People who are involved in administration are a ahigh
economic level, so they tend to be insensitive toward the large number of poor
people and do not serioudly attempt to come to grips with this problem. Even
those affluent people cannot expect thet ether they or their descendants will enjoy
the blessings of adeveloped society unlessthat society itsalf develops.

NNDP takesthis Situation serioudy, and believes that we must hurry to formulate
an economic policy and make the utmost effort to develop the country and
improve and stabilise the peoples lives.

NNDP also considers a democratic system that promotes maximum use of the
ability of each and every citizen isthe most effective meansto promote economic
development, which is vital to the nation. Thus, the democratisation processis
indigpensable in the growth of economics.



2 World’'s Economic Changes

It is useful to know world economic trends for reference when considering
Nepal's economy. Here let us give a brief summary of the world economic
changes.

Changesin capitalist economies

Capitalism started during the Industrial Revolution which took placein England
during the latter haf of the 18th century. Subsequently, Adam Smith of England
advocated laissez - faire economics, saying that protection and interference by
the nation harmed economic activity; and that "theinvisble hand" of unbridled
market forces would bring the greatest good for society. The unbridled economic
freedom that he propounded led eventualy to monopoly capitalism entering the
20th century. Thisin turn led to fierce competition to acquire and carve up colonies
in order to acquire resources and expand markets. Thisis called imperiaism.

After that, monopoly capitalism underwent atransition to the age
of revisonist capitalism. British economist John Maynard Keynes | s
observed the depression and unemployment that followed World ” f
War | and advocated active intervention by government inthe gl -

economy rather than laissez - faire in order to achieve economic

J. M. Keynes
recovery and full employment. (1883~1946)

In 1929, the Great Depression started with a massive crash of the New York
Stock Exchange and lasted for 4 years, until Franklin Delano Roosevelt became
president and implemented The New Deal, a bold program for recovery from
the Depression. That was the start of governmenta intervention through financia
and monetary policy to manipulate economic activity, and marked the beginning
of amixed economy, with evolution toward a national monopoly capitdist system
that preserves the capitaism.

After World War 11, advanced capitalist countries promoted economic intervention
by government to stabilise economic conditions, maintaining full employment,
equaliseincome at least to some extent and bring about awelfare nation. Society
has been further advanced by the development of socia security systems.
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Changes of socialist economies

About the time capitaist economies arted to develop, Karl Marx in Germany
and hisfriend Friedrich Engels andlysed capitalism and proposed the concept of
asocidist economy, leading to the "Communist Manifesto” i i Y
1848. Thistheory was put into practice by Viadimir Ilyich Lenln, W
who led the Bolshevik Revolution in Russiain 1917, and the
Soviet government was established. " Soviet" means” Council” in
Russan. The Soviet regime became the Union of Soviet Socidist Karl Manx
Republics, (USSR) in 1922. (1818~1883)

For the next 30 years, the USSR was to an extent an equd of theleading capitalist
country America, and the leader of the Socialist bloc. However, its economy
and politica system fatered, and in 1991 the Union of Soviet Socidist Republics
was dismantled. Since then, Russia and the 15 other countries which became
independent of the former Soviet Union have given up their sociaist economies
and introduced capitdism.

Meanwhile, in China, the Peoples Republic of Chinawas formed in 1949 under
itsfirst leader Mao Tse-Tung. Mao, from his experience as |leader of a peasants
movement, changed to a social structure of peoples communes, made up of all
of the peoplein aregion organised into arural production system, in 1958.
However, this caused serious stagnation of the national economy. The Cultural
Revolution aggravated the damage and destroyed much of China’s traditional
culture too. In 1975 the peoples communes were abandoned, and in the 1980s
economic reformswere pursued. Then acongtitutiond revison in 1993 introduced
asocidist market economy.

At one time, 40% of humanity lived in the Socialist bloc. However, asthe 20th
century drew to aclose, the Socidist economies of the Soviet Union and Eastern
Europe collapsed, and were replaced by capitalist economies. Evenin Ching, a
market economy based on capitdist principles wasintroduced, whilein Indiaan
open economic policy was adopted. As aresult, both of the major countries
adjoining Nepa are presently enjoying spectacular economic growth.



The Situtation of the economics of theworld

In acapitalist economy, it is easy for abipolar distribution of wealth to occur
leading to a number of problems unless the economy isregulated. A market
economy is a world where "the rich get richer and the poor get poorer.”
Therefore, we must be careful about it and introduce an economic policy that
will avoid the serious drawbacks of a capitalist economy. Consequently, to
equdiseincome and stabilise economic conditions, it isessentia for the government
to intervene strongly and to promote full employment and awelfare state. The
world ischanging rapidly.

16~18th Century 19th Century 20th Century Present
Commercial Industrial Monopoly National/Monopoly
Capitalism > | Capitalism Capitalism > Capitalism
(Mercantilism (Liberal Policy) (Imperialism (Mixed Economy Policy)
Policy) policy)

Socialism Welfare State
—>| Economy

The pattern of economic changes

NNDP will make comprehensive nationd development apillar of economic palicy,
and execute it raising the level of the economic activities by the establishment of
various infrastructure and increase nationa production, and dso amsto build a
welfare Sate.
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3 Economic Poalicy

Nepa, which has already had a capitalist type of economic system for the last
half century, will need to continue with this with some liberalisation, but there
can beno going to asocidist economy with rigid government control and aplanned
economy. NNDP believesthat it is necessary to promote and encourage free
economic activities which can bring out the power of the people.

We need to launch a revolution in popular attitudes toward economic
development, while re-examining and reforming the economic mechanism which
will make possible orderly economic development throughout the national
economy.

=]
=

Payment, Subsidiary, Investme Wages, Social Securities, Benefit

. Government
Goods, Service T S Labour
2
[] |

Goods, Service Hgysehold

==

Payment, Investment JE | s
|?"'~|:'JF_ ;

Labour force, Land ‘

Wages, Dividend, Rent of Land

The Circulation of National Economics

NNDP for concrete economic development policy, inssts on the execution of a
Comprehensve Nationd Development Project as mentioned repeatedly, to create
the opportunity for employment and to construct industria infrastructure. In the
meantime, industries such as tourism, agriculture, food processing, herb cultivation
and light chemica industry have to be promoted with agood dedl of incentives.

While thinking about the economy of the country, we must consider from the
view point of the Tarai area, not from Kathmandu. If we could arrange for
improved conditions of indudtria convenience and living circumdtancesin the Tara,
peoplewill not need to live in Kathmandu. Thisis an indispensable factor for the
development of the economy and the nation.



4 The Problems before the Policy

Itisinstructiveto consider something that was said in thisconnectionby Mr. A,
who runs asmall factory. Mr. A went to the Department of Industries of the
government in connection with some problemin hiswork. He reported that the
official to whom he spokereplied asfollows. " That problem occurred because
you do something. If you do nothing, you wouldn't have headaches.” Of course
what theofficia saidisliteraly true, but such an attitudewill not contributeto the
nation'sdevelopment. What isimportant isto change the attitude of peoplewho
think in termsof avoiding problems. And of course, anindustrial development
policy must beactively promoted, andimplemented inaway that maintainsorder.

Unfortunately, in today's Nepal there isamajor problem, which must be solved
before various policies are implemented. For more than 10 years, a power
struggle has been occuring in places that have nothing to do with the maority of
the people, effectively preventing economic development. Asaresult, the nation
has been ravaged, many people remain in poverty, and Nepa isbeing left out of
the world's economic development. It is necessary to change the attitudes of
government and its officidsand of private citizensasfollows.

Enlightenment of gover nment officials

It is necessary to make government officidsthink of themselves as public servants.
If they areintoxicated with asense of power and authority, this must be completely
changed. They must be made to think primarily not in terms of wielding authority,
but of serving the people.

Enlightenment of ordinary people

All membersof society must bemadeto act in aproud and mora manner, withthe
knowledgethat their own economic activity contributesto the devel opment of
society. People must understand that their taxes contributeto society. They must
ask what they can do for their country, not what their country can do for them.

Training of personnel who are suited to work in an inter national market
economy

Recently, in East and South-east A, including Chinaand Japan, there has been
an increase in the trade of components and partialy finished products, with a
manufacturing network that includes assembly plants, so that nationa economies
are becoming more and more interdependent. Nepa must train the peopleit will
need for participation in that internationa manufacturing network.
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Social insecurity

Economic development will be based on socid security. A decade long insurgency
movement in the country has deteriorated social security to the lowest level.
Therefore, it isessentid to restore peace in the country

and to establish awell organised secure society.

Palitical corruption

At the present timein the world, the main reason for many peoplewho areunable
to emerge from poverty isbrought on by poor palitics, corruption and conflict.
Therefore, we haveto diminateit from the very root level.

Lack of palicies

Thereisalack of attractive policy towards the investors who are enterprising
and wish to do something in this country. Even after the establishment of multi-
party government in1991, due to insufficient economic progress, we are dtill behind
other underdevel oped nations. Therefore, we have to formulate aliberal economic
policy, smplify the bureaucratic hurdles and encourage entrepreneurs, so that
domestic and international investors can be attracted.




CHAPTER 8

Financial and Monetary

Policy

1 Financial Policy

Public finance is the economic activity of the country in which both the
nationa and theloca governments collect taxesand employ itin public
works Financd palicy, which plays animportant rolein regulating netiona
economic activity and bringing about stable economic growth, can be
considered the policy most basic to the nationa economy.

Estimate Finance Governme Parliament
Al Ministries | d Budget Ministry’s original nt budget
Couthouse > Fnance Mnisty |
Parliament

Approved Budget | «<— | Upper House

All Ministries

The Board of Audit
Court House
Parliament

l Statement Final Result
of Account Audit Report

Finance Ministry

T

‘ The Board of Audit ‘ ‘ Approval ‘

The Procedure of Budget, Approval and Execution
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Functions of public finance:

Regulation of resourcedistribution

The national and local governments provide public finance and services. The
services provided include, for example; roads, airports, water supply and sewers,
congtruction of parks, police, firefighting, education, public sanitation and others.

Redistribution of income

In acapitdist society, income flows preferentialy to the economicaly strong and
the society tends to become unequal. The government redistributes income
through such means aslevying progressve taxation and investsit in socid works.

Stabilisation of the economy

It is necessary for the government to have functionsthat will guide the economy
in away that brings about an appropriate level of economic growth while
maintaining stability in the nationa economy. In particular, it is necessary to have
functionsfor regulating the level of economic activity to prevent recessonsand
increase of unemployment. Financia policy is carried out in conjunction with
monetary policy inaway that formswhet is caled a"Policy Mix."

Important points of financial reform

NNDP'sbasic financia policy will act positively to issue public bonds, provide
needed governmentd investments and financing, and introduce funds from abroad,
S0 as to secure the needed resources and actively promote public works. We
fedl that thereis no other way to put Nepal's economy on its feet and promote
national development without these positive efforts. To support the need for a
congtructive public finance policy, we have compiled the"Vision of Tourism and
Nationa Development Planin Nepa" as one element of the NNDP platform.

Public finance system

We plan to provide the people with easy - to - understand explanations of the
budget system including the genera account and special account, enactment of
the budget, and settlement of accounts. Regarding the public finance system, we
arefor the setting up of consultative body to ook at the fiscal year and consider
whether the present public calendar and fiscal year are suitable.




Thetaxation system

Types of taxes are: direct and indirect taxes, such asincome tax, property tax,
consumption tax, distribution tax, inheritance tax and others, each of which will
be divided into the nationd tax and local taxes. The property tax will be thoroughly
reviewed, and it will be strictly executed.

The high ratio of progressive and inheritance taxation shall be applied. For
example in Japan, inheritance tax consumes al property in three generations if
there is no other source to pay it. We understand that taxation is the base of
national economy and reformswill aso be needed.

| ssuance of public bonds

Thegovernment will effectively usewhatever fundsareavailableintheprivate
sector, issue public bondsto promote economic growth, andinvest in publicworks.
Inthiscase, attention will be paid to thedanger of inflation.

Available Funds in the

Private Sector
l Revenue
The Bonds Taxes Revenue
Increase the effective Keeping the economy
demand stable
Expenditure
Public Works —I o o
Improve the Social ~ |— Adjustment of
Assets resources

The Function of Bonds

Financial palicy:

The nationa economy is greetly affected by financia policy. However, under the
present Situation in Nepa, the economy is il in primitive conditions for Fiscal
Policy and Built-in-Stabiliser to work effectively. Therefore, we expect that such
policieswould be applied in the near future.

NNDPthinksthat publicworks, whichisonefunction of thefisca policy, will have
to be promoted strongly toincreasethe grossdemand of the country.
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3

a)

b)

Monetary Policy

Functions of the central bank and the methods applied to monetary
policy

In Nepal, the Nepal Rashtra Bank plays a central role in monetary policy asthe
central bank. The centra bank has the following three principa functions.

(@ Issuance of currency and its stable supply

(b) Banking for the public and private banks

(¢) Serving asthe bank for government transactions, receiving taxes, making
government payments, supervising foreign exchange, granting permits, etc,

Among these functions, the important function of the central bank is monetary,
including providing a stable supply of and stabilising the value of currency. For
the stability of society and for economic growth, the bank takes the following
three monetary policy measuresto stabilise the vaue of currency.

Primerate policy: Interest policy to guide market interest in a desirable
direction.

Open market manipulation: Regulate the amount of private capital by selling
operations and buying operations, aiming at stable currency value and economic
growth.

Payment reserverequirement oper ation: Tightens and loosens money, aiming
at healthy economic growth.

Reform of monetary policy

In conducting thiskind of palicy, it isessentid that the country's economy should
be independent. A monetary policy that matches the country's economic
circumstances must be followed. Under present condition of  heavy trade deficit,
if there were no substantia inflow of money through manpower engagement in
foreign countries, there would have been little choice but to follow ahigh interest
policy, devalue the currency and continue operations based on tightening money.



Monetary Facilities

W -.1.__' Rkl
R e =

Bank, etc.
(Indirect Finance)

Enterprise Funds (Purchase of Share & Debenture) Household
(Direct Finance)

Dividend, Interest

Financial Market System

In today's age of globalisation, in which free market economies are spreading
throughout the world and there is aneed to consider following abasic policy
that promotes money market liberalisation, sooner or later it will become
indispensable to promote monetary liberdisation. Specificaly, thisimpliesthat in
the future there will be alimit to how long the Nepali Rupee can remain pegged
to the Indian Rupee at afixed rate. That stage has not yet been reached, but it
can be anticipated that when pegging to the Indian Rupee at afixed rateis
abandoned, initially at least, Nepal will face serious difficulties. However, we
believe that in the end the result will be to promote healthy economic activity in
both countries.

NNDP has been watching the situation, and is investigating the possibility of
changing over to afloating currency exchange rate at an appropriate time.
Meanwhile, we should encourage savings, determine suitable interest rates,
promote the smooth flow of funds and follow amonetary liberalisation policy
toward other countries. Furthermore, we should start to consider monetary
internationalisation.
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CHAPTER 9

1 Fundamental concept

Education isthe backbone of the nation and is an indispensable condition
for the development of a hedlthy socelty. It isessentid to establish awell
organised educational system for making the Nation's Framework.
Therefore, NNDP holds the following principles.

- All people should be given equa opportunities for education

- Thenumber of Public schools should be spread dl over the country
with their standards uplifted

- School education should not be conducted for practical and
economic purposes alone; it should aim at fostering decent,
responsi ble citizens with sound public morals and love towards
the country

In order to implement these palicies the government must accumulate and
allocate adequate resources for education. At the sametimeit should
also seek participation of parents by setting up communities to run the
public schoolswith theinclusion of intelligentsa and resourceful persons.

Our approach isto thoroughly review and highlight the existing system

of education in Nepal and introduce new concepts and reform the
education system accordingly.
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2 NNDP's thoughts on Basic Education

Policiesfor School Education

(0]

The people of Nepal need to be made aware of and should feel pridein
their status as citizens of this country. For this reason, elementary education
should include a thorough grounding in the Nepali language, which as
Mahatma Gandhi once said "ared knowledgeis possible only in the mother
language’ is most necessary.

Develop Nepali language, by promoting research and creating new
vocabulary. Through the study of classical literature and poetry, we can
introduce a superior level of language into school education and spread it
throughout the society. Competitions shall be held among various schools
and colleges regarding the promotion of the Nepdi language.

We should develop guidelines, which emphasize the acquisition of basic
knowledge of science and technology. The education system should include
systematic coverage of mathematics and science (physics, chemigtry, biology)
in elementary and middle school education.

Nepalese history, classic cultures to be made compulsory subjectsin the
school leve.

Mathematics, physics, chemistry and biology to be introduced from school
level with gradud advanced sudiesin the higher levd.

Emphasis should be given for practica education in the middle school levd,
which shall include learning of drawing and manual arts, and physical
education. In addition, annua presentations by each school should be given
on andaionwide scae.

Education that prepares students to think on their own and understand the
subject rather than memorise everything.

Mord education to be given priority by dl the educationa entitiesat dl levels
and should teach students to become responsible citizens,

Sports education to be introduced and various sporting activities and
competitions to be organised at the digtrict, state and country level.

These type of education can finaly uplift the soceity and the nation.



Education System
The main points of the education system NNDP proposes are asfollows:

(0]
(0]
(0]

Education at primary and middle level should be made compul sory.

Public and private schools should co-exist for al levels of education.
Academic leve of both public and private schools and colleges should be
standardised nationwide.

Students from low income family, deprived classes and intelligent should be
provided with scholarship for education upto appropriate level.

Public schools should be co-educationd while the choiceiseft to eech private
schooal.

Schools and collegesin each village, town, district and region

(0]
(0]

There should be atleast one public school in each town or village.

Each district should have +2 schools, teacher’s training colleges, technical
colleges and colleges of al streams.

Each region should have one nationd university including medical.

Local and regional boards of education should be organised to supervise
smooth running of public schools.

Review the system of education (classification of sudy levels as shown below)
after discussion among the people and by setting up consultative committees.

We will follow the present system of education, but education at teechers training
colleges and technical colleges should be encouraged so that middle level
manpower may be produced.

Thefollowing chart shows school yearsand level of studly.

Compulsory | SLC | +2 Diploma IGraduationI Phd.
1 1 1

Teacher’s Training|
Technical College

| Accounting,

Nursing,
Technician, etc.

Proposed educational system focusing on teacher’s training
and technical college

The Education Ministry will determine policy and superviseitsimplementation.
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CHAPTER 10

Foreign Relations

Intoday'sworld, ininternationa society, given theway in which countries
are becoming more tightly bound to one another, it isimpossible for one
country to exist inisolation. In particular, Nepal, which is an under
developed country, cannot ignore relations with countries which have
given financial support such as India, China, European countries, the
United States and Japan. Therefore, Nepd must have excellent diplomatic
relationswith al these countrieswith priority to neighboring countriesand
the devel oped nations of the world.

Balanced relations with India and China should be maintained and the
non-aligned principd to be gtrictly followed while maintaining relations
with the super powers. Nepa being a democratic country should foster
good relationships with all the democratic countries of the world. In
addition, Nepal should not maintain an army that is larger than needed
for maintaining domestic order.
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Foreign Aid

The democratisation of Nepalese politics will be an indispensable process to
secure aid from foreign governments and international organisations. 1n seeking
assstance, it will be necessary to present aclear nationd policy for development
and follow apolicy that has along-term perspective.

We can get ad from foreign governments and internationa agencies by explaining
the current situation prevailing in the country to the international community.
Foreign aid for development projects should be based and accepted along with
the long-term basic nationa devel opment plan. Therefore, we have to plan and
make dl kinds of basic nationa development schemes by ourselves on the basis
of our requirement which can be amode for the country's devel opment, but not
oriented by the donors. The donors will monitor and evaluate the projects. For
this purpose our Nepali technical and adminigtrative management have the capacity
to take charge of such projects.



CHAPTER 11

Social Security and

Welfare

NNDP aimsto create a social security system, which will provide all
citizens protection and health services. As abasic national policy of
NNDP we steadily aim to build social security and awelfare system,
which coversdl of the people. NNDP will start a detailed study of the
viability of social security and national health care system. Wewill do
whatever ispossible for asuitable socid security and welfare system, by
working for the continuation and improvement of the existing system.

Under the current economic and socia conditions of Nepal, it would be
difficult to put all these systems into practice immediately because of
problems such as the inadequacy of national finances. First of all, we
need to formulate along-term plan from the point of view of the entire
social security system. We will start the preparations to implement an
insurance system, which is outlined asfollows.

73



74

1 Health Insurance

NNDP proposes to have full discussion about the natura health insurance plan.
Intheinitial phase the insured individua will have to bear alarge share of the
burden of medical expenses but in the future, the amount will gradually decresse.
For medicd expensesthe beneficiary's burden shdl be asfollows:

Beneficiary First stage Next stage
The Insured 30% 20%
Insured Family 50% 30%

The national treasury will subsidise about 20% of the expenses.

For this purpose, associations to be formed will be based | ocation wise, the group
of business offices, profession or sector wise, so that certain groups of people
can fal in one umbrellafor reciproca supervison and it creates an atmosphere
for cross checking among the beneficiaries.

Physical Doctor Required

We will attempt to secure one physician for every 2000 people. The present
ratio of physciavpatientis

5,000
400

Nepal 1
Developed Nations 1

One generd hospita in each region has to be maintained.

Public Hedlth

Hygeinic surroundings is most effective prevention for al kind of disease. For
this, supply of clean drinking water, sawage management, health education, etc.
shall be encouraged.



Intake Tower

Service Reservoir

Distribution of Water

Diagram of water supply

2 Social Security

For employeesa socid security fund will be creasted with equa contribution (say
10% of the sdary) from the employer aswdl asthe employees and some subsidies
from the government. A combination of individua contribution and mandatory
payment is used. Therewill be both anationa pension plan, to which dl of the
people belong, and private pension plans for employees.

NNDP will continue the current old age pension scheme and will raisethe penson
amount contributed by the employer, beneficiary and the government to make it
asystem smilar to that of medica insurance. The old age pension can gradually
grow, as more contribution flows in from the new generation and pensions will
be paid in graduated amounts starting at age 65. A uniform system of old age
benefit will be promoted in place of the existing pension and gratuity system with
the introduction of beneficiary's contribution system.

In the beginning, the treasury will contribute some amount, asthereisno existing
fund for thisand no system of contribution. Unemployment insurance and disaster
insurance will also beintroduced in due course.
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3 Social Welfare and Public Assistance

A welfare program will be introduced at the national level to enable people who
cannot carry out the activities of dally life under the same conditions asfully norma
people because of aphyscd disability. People who might be assisted by awelfare
program include, for example, physically or mentally handicapped or disturbed
people, young children and senior citizens.

We propose the Life Protection Law, and provide people who have been forced
into difficult circumstances with assstance in living expenses, education, medica
care and burid. The stlandard amount of assistance paid will be 60% of the lowest
income group of aworker's family. Our present thinking is that this program
would be financed both from generd taxes and aspecia socid security tax.

We would also set up special schoolsto educate people with serious physical
disabilities and mental disturbances. Since it would be difficult for the welfare
program to provide all of thisimmediately, we would aso use and assist the
existing volunteer programs conducted by NGOs and regional groups, and
gradually change over to full-fledged government programs.



CHAPTER 12

Improvement of the Labour

Situation

In the age of feuda societies, human rights of labourers were not legaly
protected. When modern capitaistic societies were formed, the relations
between employer and employees changed from being based on direct
personal relations to being based on law, but in the initial phase of
capitalism, workers were forced to do harsh labour, sometimes leading
to tragic results.

Against the background of this history, problems occurred between
employer and labour, leading to the growth of alabour movement to
protect the human rights of workers. As a result, labour laws were
enacted, so that workers came to enjoy legal protection. The purpose
of labour laws isto protect employees, who arein aweak position with

respect to employers.
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1 Labour problemsin Nepal

In Nepal, which has a high rate of unemployment (47% in 2001, according to
CIA ddtidics), and since there are no other employment opportunities, enterprises
are able to obtain enough workers even though wages are low and conditions
are poor. For avoiding this condition the improvement of the economy and
expansion of employment opportunities are important tasks and is an
indispensable dement of the practica solution of the problem.

However, the employers are dso facing adifficult Stuation dueto the deteriorating
economic condition of the country. Therefore, it isnot possble for the employers
to meet al the demands of labour. There should be some considerations for the
employer in the labour law, which will give their enterprise security. There hasto
be a balance between employees rights and employers benefits. Without this
Security, one cannot expect investment to flow in.

In advanced countries, alabour environment where workers are forced to work
under poor conditions and have to fear for their livelihoods, it is hard to obtain
workers. The employer has mora obligations to see that the working conditions
are good. The law can set minimum standards, but the rest depends on the moral
vaues of the employer.

NNDP recognises 3 basic labour rights:

Right to organise; right to negotiate and the right to go on strike. However, it
strongly advocates a balanced law, which does justice to both the employer and
the employees and which can attract foreign investors to Nepal. A balanced
approach needs to be taken for a fair and favorable condition for both the
employer and the employee. Asthereisalarge number of unemployed labour
forcein the society, just for meeting the demands of employed people only would
create a bigger economic gap between the employed and the unemployed. This
circumstance aso should be considered. Gender inequality among the workers
ghall aso bereformed.



2 Review of Labour Laws

NNDP, while observing the "three rights of labour", proposes to guarantee the
right to union activity while regulaing labour disputes; unionswill haveto organise
in an Open Shop system. However, prohibition of inappropriate activities by
employeeswill be formalised in the law. Their destructive deeds shall be dealt
with in alawful manner.

An arbitration law will be enacted to ded with Situationsin which alabour dispute
erupts and intervention becomes necessary; an arbitrator will examine theindustry’s
financid dtuation and reach adecision that will permit the industry to survive.

The"threerights of labour” of public servants and employees of public enterprises
will be restricted asfollows:

Category Right to organise  Right to organise  Right to Strike
collectively

Public enterprises 0 0
Public servants 0 VAN
Army, police, etc. 0 X

< < O
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Conclusion

Now isthe time, we, the people of Nepal must become aware ourselves and
concentrate dl our effortsfor building our nation. We believethat if Nepdi people
areunified in their hearts and minds as one, we can achieve our god of building
the most attractive and prosperous country with abundant natural beauty in the
world within 20 years.

We shdl never forget the dream of such a prospective future.











