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Impact of Corporate Governance 
to the General Insurance Industry: 
Lessons from selected insurance 
companies in Nepal 

Tek Raj Paudel 

Abstract 

Every institution whether it is a public or private, and big or small should adopt effective govern-
ance system for its survival and development. Low level of performance in the institution often 
occurs due to weak governance. In this context this article discusses to what extent the corporate 
governance impact performance of the institution like insurance companies. The article aims to 
examine the application of corporate governance practices in insurance industries in Nepal. For 
generating information four major insurance companies such as NECO Insurance, Sagarmatha 
Insurance, Rastriya Beema, and Shikhar Insurance companies were taken employing both 
quantitative and qualitative data. The findings reveal that corporate governance has a strong 
influence on the performance of general insurance industry in Nepal provided effective board 
oversight to maintain accountability and efficient regulatory compliance along with maintaining 
stable financial performance are important. 

Keywords: Corporate Governance, Regulatory Compliance, Board oversight, Accountability, 
Financial performance, Insurance industry, Nepal 

1. Introduction 

Corporate governance can be defined as the body of rules, conventions, and 
processes that govern the management and control of a corporation. This in-



 

 

The Impact of Corporate Governance to the General Insurance Industry 2  c 
cludes the relationships between the shareholders of the corporation, the board of 
directors, the management team, and the other stakeholders (OECD, 2010). In 
the most general sense, corporate governance determines the processes that 
govern the achievement of organizational objectives. In the financial services 
industry, corporate governance plays an important role because financial services 
organizations are entrusted with the responsibility of managing public funds. 
Furthermore, financial services organizations are pillars of economic stability. 
Insurance organizations receive premiums from their customers and invest these 
funds in productive areas of the economy. In the process, insurance organizations 
provide employment to the workforce. Insurance organizations also provide 
financial cover against unforeseen occurrences such as natural disasters, acci-
dents, and business interruptions (Jensen & Meckling, 1976). 

In Nepal, the insurance industry has witnessed considerable change over the past 
few years with regards to regulatory and structural changes. The Insurance Act of 
2079 BS (2022) and the directives set by the Nepal Insurance Authority (NIA) 
have laid down formal requirements with regards to the composition of the board 
of directors, internal control processes, financial disclosure practices, risk man-
agement processes, and capital adequacy requirements of insurance companies 
(Beema Committee, 2023). These changes demonstrate a larger national com-
mitment to improving governance standards within the financial sector as a 
whole. However, the general insurance industry within Nepal has been plagued 
with considerable governance challenges. The boards of directors within insur-
ance companies have not met the required standards with regards to independ-
ence and strategic leadership. Non-executive directors often remain passive 
members of the board rather than actively contributing members. Informational 
asymmetry has been a major challenge within the Nepalese insurance industry as 
inconsistencies within financial reporting make it challenging to assess the per-
formance of the company as a whole. Compliance with regulatory requirements 
has been more of a procedural exercise rather than a demonstration of actual 
governance culture. 

Theoretical review 

The relationship between corporate governance and organizational performance 
has been examined through several influential theoretical frameworks. Agency 
theory is one of the fundamental theories that underlies modern corporate gov-
ernance studies, as developed by Jensen and Meckling (1976). It posits that agen-
cy problems or conflicts of interest between the principal and the agent, or be-
tween the shareholders and managers of the firm, are inherent because of the 
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separation of ownership and control in corporations. These agency problems or 
conflicts of interest impose agency costs on the firm that can be measured as the 
sum of monitoring costs, bonding costs, and residual losses. In order to reduce 
agency costs, several agency governance mechanisms are adopted to align the 
interests of managers with those of the shareholders. In the insurance industry, 
agency problems or conflicts of interest are particularly pronounced because 
managers have considerable discretion over policyholder funds to invest as they 
see fit, making agency governance mechanisms particularly important to curb 
managerial opportunism (Huang et al., 2011). 

However, another perspective on governance was offered by Davis et al. (1997) 
with their stewardship theory, which argues that managers are not self-interested 
but that their motivation stems from intrinsic rewards like professional success 
and organizational success. In that sense, governance structures that place em-
phasis on monitoring and controlling may not only be futile but may also nega-
tively impact managerial motivation and expertise. In fact, the stewardship theory 
suggests that governance structures that empower rather than restrict the man-
agement may be more appropriate, especially when managerial competence and 
loyalty can be guaranteed. 

Hillman and Dalziel (2003) suggested an integration of agency and resource 
dependence theories, arguing that board capital, which refers to the human and 
social capital of the board members, has implications for both the monitoring role 
suggested by agency theory and the resource provision role suggested by resource 
dependence theory. This perspective may particularly apply to the insurance 
industry because boards are required to fulfill both roles of monitoring and 
providing access to expertise and resources. 

Resource dependence theory, as developed by Pfeffer and Salancik (1978), asserts 
that organizations are dependent on their external environment to obtain re-
sources that are necessary to their survival and that the board of directors acts as 
a strategic device to cope with this dependence. In terms of board composition, 
the resource dependence perspective asserts that the role of the board is not only 
to monitor but to connect the organization with critical external constituents. In 
terms of the insurance industry in Nepal, the resource dependence perspective 
asserts that the benefits of board membership go beyond monitoring to include 
providing access to resources. Fama and Jensen's (1983) extension of the theoreti-
cal understanding of the role of boards of directors asserts that the board's role is 
to exercise decision control as opposed to decision management, which is the 
responsibility of the executive management team. This perspective asserts that the 
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boundaries between governance and management must be clearly delineated, 
which has been a problem within the insurance industry in Nepal because of the 
tendency of the board to interfere with the operations of the business. 

Stakeholder theory, as propounded by Freeman (1984), argues that good govern-
ance goes beyond the relationship between shareholders and managers to incor-
porate a broader set of stakeholders, including employees, consumers, regulators, 
creditors, and the wider community. In the context of insurance companies, this 
theory suggests that good governance should not only be evaluated in terms of 
economic returns to shareholders but also in terms of service quality to policy-
holders, compliance with regulatory requirements, and contribution to economic 
stability. Institutional theory, as propounded by Williamson (1996) and further 
developed by DiMaggio and Powell (1983), focuses on the impact of external 
pressures on organizational structures and processes, including pressures to con-
form to legitimate organizational forms, even when this may require organiza-
tional inefficiencies. This theory is highly relevant in explaining why some firms in 
emerging markets may adopt good governance structures, such as audit commit-
tees and disclosure policies, and independent directors, without necessarily inter-
nalizing these structures into good governance culture, a situation also known as 
symbolic compliance. All these theoretical frameworks provide a rich foundation 
for examining the complex relationships between governance structures and 
performance outcomes in Nepal’s general insurance industry. 

Significant research has explored the link between corporate governance and 
organizational performance in a variety of industries and settings. A study by 
Anderloni and Tanda (2020) undertook an exhaustive bibliometric and meta-
analytical study of research into corporate governance and performance in the 
insurance industry published between 1985 and 2019. They found substantial 
empirical agreement on the link between board size and the presence of inde-
pendent directors and organizational performance in the insurance industry. 
Nevertheless, they also discovered that the strength and direction of these associa-
tions vary significantly across different nations, with emerging market research 
networks lagging behind in terms of development. In terms of efficiency in the US 
property-liability insurance industry between 2000 and 2007, Huang et al. (2011) 
found substantial associations between corporate governance and technical 
efficiency, with board characteristics and ownership structures being critical 
determinants. This research into the corporate governance-performance link in 
the context of the developed insurance industry can be used as a benchmark 
against which the link between corporate governance and performance is evalu-
ated in the general insurance industry in Nepal. 
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In the broader financial services domain, Daily et al. (2003) conducted a review of 
decades of research into corporate governance, concluding that while the impact 
of governance practices is consistently felt, the nature of the relationship is neces-
sarily mediated by a variety of factors. A more recent study by Nguyen et al. 
(2024), conducted among listed companies operating in the Vietnamese market 
over the period from 2019 to 2021, concluded that corporate governance practic-
es do exert a significant positive influence on financial performance, with the 
independence of the board and the audit committee being critical determinants. 
Moreover, the study concluded that the nature of the relationship between corpo-
rate governance practices and financial performance was moderated by the level 
of enforcement of regulations, thereby supporting the institutional theory of 
corporate governance. Al-ahdal et al. (2023), studying the nature of the impact of 
corporate governance practices on the financial performance of companies oper-
ating in the Indian and Gulf country markets from the period from 2010 to 2017, 
concluded that while the impact of transparency and disclosure practices was 
positive, as reflected in the level of Tobin’s Q, the broader nature of the relation-
ship between corporate governance practices and financial performance was less 
clear. 

In the insurance industry, in particular, a study by David and Tobias (2013) set 
out to explore the impact of corporate governance on the financial performance 
of insurance firms in Kenya, where a positive relationship was established in favor 
of corporate governance, with a focus on board composition and regulatory 
compliance as key drivers of profitability and operational efficiency in the firms in 
question. Similarly, a study by Osman and Samontaray (2022) set out to explore 
the relationship between corporate governance and performance in Saudi Ara-
bia’s insurance firms, where a positive relationship was established in favor of 
corporate governance, with a focus on the effectiveness of boards and transparen-
cy in enhancing performance in the firms in question. In another study, Mu-
hammad et al. (2020) set out to explore the impact of corporate governance 
mechanisms on profitability in Pakistan’s insurance firms, where a positive rela-
tionship was established in favor of corporate governance, with a focus on the 
effectiveness of audit committees, independence of directors, and ownership 
structure in enhancing profitability in firms in question. In a different study, 
Elamer et al. (2018) set out to explore the relationship between corporate govern-
ance and risk-taking in insurance firms, where a positive relationship was estab-
lished in favor of corporate governance, with a focus on the composition of 
boards in influencing risk management in firms in question, where independent 
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directors were found to play a moderating effect in constraining risk-taking in 
firms in question. 

In terms of research on the relationship between transparency, disclosure, and 
performance, perhaps some of the more nuanced research outcomes have 
emerged in this area. Corporate governance transparency and valuation studies, 
drawing on a synthesis of evidence from developed and emerging markets, have 
found that firms with more transparent and stronger disclosure systems tend to 
enjoy valuation premiums and lower costs of finance, although these relationships 
are highly variable (Avinash & Mahesh, 2026). With respect to emerging markets 
in particular, Denis and McConnell (2003) found that in terms of empirical 
evidence on the relationship between corporate governance and firm perfor-
mance, this evidence tends to be inconclusive, partly because “corporate govern-
ance structures that are ‘optimal’ in one country may be ‘suboptimal’ in another 
because of differences in legal systems, enforcement mechanisms, and existing 
ownership structures.” This finding is also in line with more recent developments 
in the governance literature in terms of a more nuanced understanding of the 
relationship between formal compliance and governance quality in general, 
although in emerging markets in particular. 

In the Nepalese context, the existing body of research on corporate governance is 
still limited but has been growing. Acharya (2023) conducted research into the 
application of corporate governance practices in the insurance sector of Nepal. 
His research concluded that, while the legislative environment has been signifi-
cantly improved through the legislative reforms undertaken recently, the actual 
implementation of the practices has been found wanting, especially with regard to 
the requirement for the composition of the boards of the insurance companies. 
Maharjan (2019) concluded his research into the application of corporate govern-
ance practices in the Nepalese insurance sector by stating that there is a positive 
association between corporate governance practices and financial performance, 
with the better-governed insurance companies reporting better financial perfor-
mance. However, the research concluded that the smaller insurance companies 
are lagging behind the larger ones in the implementation of corporate governance 
practices. Tiwari et al. (2024) concluded that the association between the actual 
application of the different components of corporate governance practices and the 
actual performance is still weak in the life insurance sector of Nepal, due to the 
fact that the companies are only symbolically complying with the different com-
ponents of corporate governance practices. 
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Conceptual Framework 

Based on theoretical foundations and empirical evidence, this study conceptual-
izes general insurance industry performance as a function of corporate govern-
ance. The mathematical representation is: !"" = $(&!) where GII stands for the 
performance of the General Insurance Industry, while CG stands for Corporate 
Governance.  

The concept of corporate governance can be divided into three parts: First, Board 
Oversight and Accountability, in which the effectiveness of boards in overseeing 
the management of an organization and holding people accountable is consid-
ered. Second, Disclosure and Transparency Practices, in which the effectiveness 
of disclosure is considered. Third, Regulatory Compliance, in which the effec-
tiveness of an organization in adhering to laws and best practices in governance is 
considered. 

Analytical framework 
Independent variables  Dependent variable 
• Effective corporate governance 
• Board oversight & accountability 
• Disclosure and transparency 
• Regulatory compliance 

 

• Impact on the performance 
of insurance industry 

Figure 1: Relationship between dependent and independent variables 

Objective of the paper 

This study has set an aim to investigate the impact of corporate governance 
practices such as board oversight and accountability, disclosure and transparency, 
and regulatory compliance on the performance of the general insurance industry 
of Nepal with special reference to four insurance companies: NECO Insurance 
Company, Sagarmatha Insurance Company, Rastriya Beema Company, and 
Shikhar Insurance Company. Specifically the objectives covers for assessing the 
board oversight and accountability status of insurance companies and its effect on 
the performance of the general insurance industry in Nepal and also evaluates the 
disclosure and transparency practices of insurance companies in the general 
insurance industry,  

Hypotheses 

Based on this framework, the following hypotheses are tested: 
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H₁: There is a statistically significant relationship between Board Oversight and 
Accountability and General Insurance Industry performance (ρ ≠ 0). 

H₂: There is a statistically significant relationship between Disclosure and Trans-
parency Practices and General Insurance Industry performance (ρ ≠ 0). 

H₃: There is a statistically significant relationship between Regulatory Compli-
ance and General Insurance Industry performance (ρ ≠ 0). 

H₄: There is a statistically significant relationship between overall Corporate 
Governance and General Insurance Industry performance (ρ ≠ 0). 

2. Research Methodology 

The target population in this study comprises all the general insurance companies 
operating in Nepal. For this study, four insurance companies were selected non 
probability quota sampling with disproportionate selection procedure, namely 
Sagarmatha Insurance Co. Limited, NECO Insurance Co. Limited, Shikhar 
Insurance Co. Limited, and Rastriya Beema Co. Limited, which represents the 
private sector and a government-owned general insurance company, respectively. 
The total employee +population in these four companies is 1,634. Using a sample 
size calculator with a confidence level of 95% and a margin of error of 5%, the 
sample size of this study was calculated to be 233 respondents, ensuring statistical 
representativeness of the employee population. 

Primary data were collected through structured questionnaires distributed to 
employees of the four selected insurance companies. Out of the total population 
of 1,634 employees, 250 questionnaires were distributed, and 233 valid responses 
were received, yielding a final sample of 233 respondents. This represents 14.25% 
of the total population, which is statistically appropriate for a finite population. 
The respondents represented various management levels, including CEOs, senior 
managers, chief managers, managers, and departmental heads. Additionally, key 
informant interviews were conducted with 7 senior executives and insurance 
industry experts to gather qualitative insights into corporate governance practices. 
For secondary data, annual reports of the selected companies were collected for 
the fiscal years 2074/75 to 2078/79 (2017-2022). Key performance indicators 
extracted included claim volume, claim payment, net worth, total assets, net 
profit, premium collection, and reinsurance business. 

Quantitative data were analysed using descriptive statistics (mean, standard 
deviation, coefficient of variation) and inferential statistics (correlation analysis, 
multiple regression analysis). The regression model specified is: 
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( = ) + *₁+₁ + *₂+₂ + *₃+₃ + , 
Where: 

• ( = General insurance industry performance 
• +₁ = Board oversight and accountability 
• +₂ = Disclosure and transparency practices 
• +₃ = Regulatory compliance,   ) = Constant term,   = Regression coefficients 
• , = Error term 

Qualitative data from interviews were analysed thematically to corroborate 
quantitative findings. Reliability was assessed using Cronbach's Alpha, yielding 
values above 0.8 for all constructs, indicating high internal consistency. 

3. Results and Analysis 

Financial Performance Trends 

Analysis of key financial indicators from FY 2074/75 to 2078/79 reveals general-
ly positive trends across all four insurers, with some fluctuations: 

Insurance Company Average Trend (%) 
Shikar Insurance 34 
NECO Insurance 8 
Rastriya Beema 84 
agarmatha Insurance 36 
Overall Average 36 

Table 1: Performance Trend Analysis (FY 2074/75 – 2078/79) 

NECO Insurance showed a slight decrease of 1% in FY 2076/77 but recovered 
subsequently. The positive trends suggest that existing corporate governance 

frameworks are producing desirable outcomes, though variability in specific 
indicators (claims management, dividend payments) indicates areas requiring 
attention. 

Board Oversight and Accountability 

Descriptive analysis reveals generally positive perceptions of board effectiveness: 
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Indicator % Agree Mean (SD) 
Board focuses on operations 72.1 3.76 (0.91) 
Board guides strategy implementation 72.5 3.79 (1.28) 
Board improves organizational performance 78.1 3.86 (1.07) 
Board conducts business with integrity 63.5 3.48 (1.08) 
Board independent from chairman 78.1 3.87 (1.07) 
Committees enhance functionality 82.4 4.16 (1.10) 
Regular internal audit reports 81.1 4.09 (1.09) 
Open CEO-board communication 79.9 4.08 (1.10) 

Table 2: Board Oversight and Accountability 

Notably, 72.1% of respondents indicated that boards are actively involved in daily 
operations, raising the possibility of boundary issues in the board's governance 
and management roles. Although 78.1% of respondents recognized the board's 
strategic importance, only 63.5% perceived boards as conducting business in 
integrity, implying a perception gap in board ethics. Regression analysis showed 
that Board Oversight and Accountability was a significant predictor of industry 
performance (β = 0.617, p < 0.001), thus supporting H₁. The correlation coeffi-
cient of 0.979 between board oversight and industry performance is a very strong 
positive relationship. 

Disclosure and Transparency Practices 

Perceptions of transparency practices showed moderate to strong agreement: 

Indicator % Agree Mean (SD) 
NIA guides insurance sector effectively 68.6 3.90 (1.24) 
Regulation halts customer exploitation 70.0 3.86 (1.21) 
NIA upholds female directors’ rights 63.1 3.63 (1.15) 
Board joining dates disclosed 63.9 3.67 (1.17) 
Directors disclose current positions 63.9 3.68 (1.23) 
Governance charter in annual report 65.7 3.67 (1.17) 

Table 3: Disclosure and Transparency Practices 

Although 73% expressed satisfaction with levels of transparency, indicating 
overall satisfaction with levels of transparency and disclosure practices, regression 
analysis revealed an unexpected negative coefficient for disclosure and transpar-
ency (β = -0.179, p = 0.047). This result contradicts H₂ and suggests that trans-
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parency practices may not only fail to provide performance benefits in proportion 
to compliance costs but also be implemented in a way that generates inefficien-
cies. 

The negative coefficient also requires careful consideration. It may be argued that 
transparency practices, although well-intentioned, have generated administrative 
overheads that detract from more useful business practices. It may also be argued 
that transparency practices have been adopted as a symbol rather than a substan-
tive practice. 

Regulatory Compliance 

Regulatory compliance emerged as the strongest predictor of industry perfor-
mance: 

Indicator % Agree Mean (SD) 
Regulatory board&#39;s respectful role 79.8 4.06 (0.73) 
Corporate governance in Nepal improved 76.9 3.96 (0.78) 
Insurance Act attracts investors 72.5 3.85 (1.12) 
Essential departments established 72.1 3.83 (1.12) 
Policies safeguard minority shareholders 70.9 3.65 (1.26) 
Board ensures claim settlement 67.4 3.72 (1.20) 
Compliance with authority regulations 64.8 3.59 (1.15) 

Table 4: Regulatory Compliance 

As a matter of fact, regression analysis revealed a strong positive correlation at β 
= 1.023 and p < 0.001. This affirms H₃. The correlation coefficient of 0.990 
between regulatory compliance and performance is extremely high. This reveals 
that the NIA guidelines have a fundamental influence on governance. 

This finding also reveals the significance of the Nepal Insurance Authority in 
laying the foundation for an environment that enables good governance. The 
relatively higher mean value of 4.06 for "Regulatory Board's Respectful Role" 
reveals that the NIA exercises its powers in an appropriate manner. 

Correlation Analysis 
Variable Board 

Oversight 
Disclosure & 
Transparency 

Regulatory 
Compliance 

Industry 
Performance 

Board Over-
sight 

1    
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Disclosure & 
Transparency 

- 1   

Regulatory 
Compliance 

- - 1  

Industry 
Performance 

0.979** - 0.990** 1 

Table 5: Correlation Matrix 

** Correlation is significant at the 0.001 level (2-tailed) 

Disclosure and transparency practices were not found to have a significant posi-
tive correlation with industry performance, which is consistent with the negative 
regression coefficient later identified in the regression analysis. 

Overall Corporate Governance Impact 

The composite regression model explained 98.5% of variance in industry perfor-
mance      (R² = 0.985, F = 5115.9, p < 0.001): 

Variable Unstandardized β Standardized β t Sig. 
(Constant) 0.895  0.891 0.374 
Board Oversight 0.617 0.351 9.689 0.000 
Transparency -0.179 -0.117 -1.910 0.047 
Compliance 1.023 0.765 13.602 0.000 

Table 6: Regression analysis 

The bivariate regression model testing overall corporate governance impact 
showed: 

- = 1.593 + 0.507	(&!) 
This indicates that for every one-unit improvement in corporate governance, 
general insurance industry performance increases by 0.507 units (p < 0.001), 
supporting H4 

Hypothesis Testing Results 

Hypothesis Statement β/r p-value Result 
H1 Board Oversight & Accounta-

bility - Industry Performance 
β = 0.617, 
r = 0.979 

<0.001 Supported 

H2 Disclosure & Transparency - 
Industry Performance 

β = -0.179 0.047 Rejected 
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H3 Regulatory Compliance - 
Industry Performance 

 β = 1.023, 
r = 0.990 

<0.001 Supported 

H4 Overall Corporate Governance 
- Industry Performance 

β = 0.507 <0.001 Supported 

Table 7: Hypothesis Testing Summary 

Out of the four hypotheses, three were supported by the findings. H₁ and H₃ 
showed very strong positive correlations with industry performance, with regula-
tory compliance emerging as the strongest predictor (β = 1.023). H₄ provided 
support for the proposition that corporate governance, as a whole, has a statisti-
cally significant impact on industry performance (β = 0.507, R² = 0.985), ac-
counting for 98.5% of the variance within the performance outcome. 

H₂, on the other hand, failed to support the hypothesis, with disclosure and 
transparency practices returning an unexpected negative coefficient (β = -0.179, p 
= 0.047). Although the findings are statistically significant, the reverse nature of 
the findings to the hypothesis proposed requires investigation and discussion 
within the Discussion section. 

Challenges and Problem Areas 

The study identified several significant challenges: 

Challenge Area % Affected 
Board operational interference 72.1 
Passive non-executive directors 73.4 
Recruitment difficulties due to policies 70.4 
Qualified applicants lack enthusiasm 72.1 
Compensation fails to motivate 77.2 
Regulatory enforcement inconsistency 72.1 
Conflict of interest concerns 41.2 

Table 8: Affected percentages in each challenge areas 

The high figure of firms with a high percentage of passive non-executive directors 
(73.4%) is also of concern because these directors are theoretically very important 
in terms of providing an objective perspective. 

The results also indicate that recruitment difficulties (70.4%) and the absence of 
candidate enthusiasm (72.1%) could highlight organizational culture problems 
that may act as a barrier to entering or continuing in the insurance industry. 
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The results that 77.2% believe that attractive remuneration does not motivate 
also raise concerns that remuneration packages may be out of line with the values 
of employees. 

Qualitative Insight 

Key informant interviews also verified the results of the quantitative study and 
provided further insights: 

Regarding On-Board Composition: Experts also stressed the importance of board 
composition in terms of achieving true independence. A senior executive stated: 
"While we do have non-executive directors in place, the level of true independ-
ence is suspect due to familial or business ties with our major shareholders." 

Regarding Regulatory Enforcement: A key informant from the regulatory com-
munity stated: "The NIA does have very good guidelines in place, but enforce-
ment is spotty at best. We need more active supervision rather than just checking 
boxes in terms of compliance." 

Regarding Shareholder Influence: Experts also raised concerns about the role of 
major shareholders in board composition. An expert stated: "The election of 
directors is controlled by our major shareholders, so there is no true independ-
ence from the start." 

Regarding Remuneration: Experts also stressed the importance of performance-
based remuneration. An industry veteran stated: "We can't just rely on fixed 
regulatory packages that do not encourage directors to get involved in strategic 
activities." 

Company Specific Findings 

NECO Insurance Co. Limited recorded the best alignment in terms of govern-
ance and performance, as it recorded a steady growth in net worth (CV 22.67%), 
stable profitability (mean NPR 431 million), and prudent risk management. The 
company’s claim management recorded a moderate variation (CV 22.77%) in 
comparison to dramatic variations in other insurance companies.  

Sagarmatha Insurance Co. Limited recorded strong profitability (mean NPR 366 
million, CV 13.66%) along with stable asset growth; however, the company 
recorded a high variation in claim payments (CV 139.65%), which may reflect a 
weak claim management system.  
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Rastriya Beema Co. Limited recorded strong financial performance in terms of 
stable asset growth (CV 21.37%); however, the company recorded extreme 
variation in claim frequency (CV 121.48%) along with no dividend payment.  

Shikhar Insurance Co. Limited recorded strong financial performance in terms of 
controlled claim payments (CV 13.14%) along with steady premium growth; 
however, the company recorded an inconsistent dividend policy (CV 119.47%). 

4. Discussions 

Board Oversight and Industry Performance 

This confirms the positive relationship between board oversight and accountabil-
ity and general insurance industry performance (β = 0.617, r = 0.979, p < 0.001), 
hence validating the first hypothesis. 

However, the fact that 72.1% of the respondents indicate the involvement of the 
board in day-to-day operations also reveals a general propensity for the board to 
overstep its monitoring role and encroach on the managerial space. This bounda-
ry problem, if not addressed, threatens to undermine the very effectiveness of the 
board’s role in governance. 

In addition to this, the fact that only 63.5% of the respondents perceived the 
boards as operating with integrity also reveals a problem that needs to be ad-
dressed. Third, the highly correlated relationship between regulatory compliance 
and performance (β = 1.023) confirms the institutional theory perspective on the 
role of external pressures in shaping governance outcomes. This finding under-
lines the significance of regulatory frameworks in shaping governance outcomes 
in organizations in Nepal. 

Discloser, Transparency and Performance 

Contrary to expectations, disclosure and transparency practices returned a nega-
tive coefficient (β = -0.179, p = 0.047), leading to the rejection of H₂. This con-
tradicts the conventional assumption that transparency positively affects perfor-
mance and is consistent with Tiwari et al.'s (2024) observation that the 
relationship between governance elements and performance remains weak in 
Nepal. 

Two explanations are possible. First, transparency practices may have generated 
administrative overheads that detract from more productive business activities. 
Second, disclosure requirements may have been adopted symbolically rather than 
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substantively, meaning compliance costs are being incurred without the corre-
sponding performance benefits. This finding highlights the difference between 
structural governance compliance and genuine governance culture. 

Regulatory Compliance as Performance Driver 

Regulatory compliance was identified as the strongest predictor of industry per-
formance with a high statistical significance of β = 1.023, r = 0.990, and p < 
0.001 to support H₃. 

This confirms the perspective of the institutional theory with regard to the impact 
of external forces on governance outcomes and underlines the importance of the 
Nepal Insurance Authority’s role in providing the framework that allows good 
governance to thrive. 

The relatively high mean score of 4.06 for "Regulatory Board's Respectful Role" 
would appear to confirm that the NIA is viewed as having a proper respect for its 
authority. 

However, the views of the key informants highlighted that there was a problem 
with the tick-box approach to regulatory compliance. 

Integrated Governance Effects 

This means that the regression model explained 98.5% of the variance in industry 
performance since R² = 0.985, F = 5115.9, and p < 0.001. Moreover, the overall 
coefficient for corporate governance (β = 0.507, p < 0.001) confirms hypothesis 
H₄. 

This means that for every unit increase in corporate governance, the performance 
of the general insurance industry increases by 0.507 units. This confirms the 
hypothesis that collectively, corporate governance is a key determinant of perfor-
mance. 

Moreover, the case of NECO Insurance Company represents the integrated effect 
of the above hypothesis most vividly since a high level of alignment between the 
two aspects was noted. Moreover, the varying performance of the four companies 
also confirms that it is not the implementation of the quality of corporate govern-
ance that ultimately determines performance. 
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5. Limitations 

This study has some limitations, and the findings must be viewed with respect to 
the limitations of the study. Firstly, the study is based on four general insurance 
companies of Nepal: NECO Insurance, Sagarmatha Insurance, Rastriya Beema, 
and Shikhar Insurance, chosen through non-probability quota sampling. There-
fore, the study cannot be generalized to the overall Nepalese insurance market 
and other emerging countries. Secondly, the study uses quantitative data collected 
through the opinions of the employees, which might have given rise to social 
desirability bias, especially with respect to the opinions on the board of directors' 
integrity and regulatory compliance. It is possible that the respondents might have 
tried to give a positive bias to the opinions about the companies they work for. 
Thirdly, the study uses secondary data on the financial information of the com-
panies for only five fiscal years: 2074/75 to 2078/79. It might not have given rise 
to long-term trends and the lagged effect of the changes brought about by the 
new regulations on the companies' financial information. Fourthly, the study uses 
only seven key informant opinions, which might not have given rise to the depth 
and scope of the study. Finally, the study has failed to control for macro-economic 
factors like inflation, interest rates, or political instability, which may affect the 
insurance industry independently of the macro-governance indicators. Future 
research should seek to address the above research gaps by using larger and more 
representative samples, as well as a longer time period for financial analysis. 

6. Conclusion 

This study provides extensive evidence to support that corporate governance 
indeed significantly impacts the general insurance industry's performance in 
Nepal. While board oversight and accountability, as well as regulatory compli-
ance and governance frameworks, have a positive impact, transparency practices 
show unexpected negative results, which warrant further examination. This study 
suggests a governance environment where structural consistency is present, but 
operational consistency is lacking. While boards are considered strategic and 
regulatory frameworks are present, challenges remain in areas of independence, 
director engagement, transparency standardization, and regulatory enforcement 
effectiveness. This is confirmed by a case study of NECO Insurance, where 
governance implementation results in positive financial stability, but mixed results 
indicate areas for improvement among other insurance firms. This study has 
significant implications for a number of different stakeholders. Executives in 
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insurance firms now have a better idea how to improve governance within their 
organizations, regulators can now point to empirical evidence supporting a com-
pliance-focused approach, and investors can now better assess governance within 
insurance firms. As the insurance industry continues to develop in Nepal, it is 
critical to continue to strengthen governance structures, including independence, 
director engagement, transparency standardization, and regulatory effectiveness. 
This is because a positive relationship between governance and insurance indus-
try performance was identified, which suggests that investing in governance 
improvements can lead to positive returns for insurance firms and, ultimately, the 
financial sector. 

However, insurance companies have still not found enhancing the independence 
of their boards and not adopting training for directors and managers. In addition. 
the Insurance Authority of Nepal also lacks for enforcing consistency and supervi-
sion that helps to develop attractive programs for making the insurance sector 
attractive.   
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Abstract 

Contemporary development approaches have significantly departed from government-led top-down 
approaches to empower community members and improve their living conditions. This article 
reviews the theoretical and empirical literature on social capital to illustrate how the major 
components of social capital, particularly social networks, trust, informal institutions, and 
collective action, enhance development. Since the notion of social capital relatively new in the 
developing country like Nepal, the article can be an useful reference to policymakers, development 
practitioners, and the social organizations in creating and harnessing social capital to enhance 
development outcomes. 
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1. Introduction 

Capital is an asset that individuals invest deliberately to generate income and 
produce long-term benefits (Bryce, 2005; Uphoff & Wijayaratna, 2000). The 
social sector aims to facilitate the provision of public goods that benefit many 
people which has also been considered an essential component in developing a 
vibrant community (Coleman, 1988b, Pillai et al., 2013). Development is a social 
process that mobilizes individuals towards achieving expected goals (National 
Planning Commission, 1992). Bottom-up approaches to development focus on 
providing opportunities and empowering local stakeholders to identify local 
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problems and use their expertise to address them (Panda, 2007). They emphasize 
local creativity, initiative, and the empowerment of marginalized groups (Djafar 
et al., 2019) and promote the welfare of the people by mobilizing community 
resources (Islam, 2014). Since social capital encompasses several development 
features (Al Mamun, 2014), it is directly associated with the social dimensions of 
development and development discourse (Christoforou, 2017a). Its recognition in 
development represents a significant departure from the previous top-down 
approaches, and its ideas have considerably influenced contemporary develop-
ment thinking and practices (Woolcock & Narayan, 2000). 

In development discourse, a pertinent question is: Why some communities ad-
dress common problems more effectively than others? Social capital theorists 
argue that the community's ability to solve common problems and achieve com-
mon goals depends on the presence or absence of social capital (Keele, 2005). In a 
given context, this article addresses a fundamental question in development 
discourse: How does social capital influence development outcomes? To answer 
this question, it reviews the existing theoretical and empirical literature on social 
capital and synthesizes the findings to understand how social capital influences 
development. Firstly, it discusses the theoretical aspects of social capital, its con-
ceptualization, nature and level of analysis along with the dimensions to develop a 
theoretical foundation.  

2. Genesis and conceptualization of social capital  

Historically, economists and sociologists acknowledged that "trust, associational 
activity, and the sense of reciprocity contribute to the economic wealth of society" 
(Andriani & Christoforou, 2016, p. 5). Building on the historical foundation, Jane 
Jacobs used the term social capital in 1961 to explain the role of social networks 
in reducing street crime and improving the quality of life in the USA (Fukuyama, 
1997). Subsequently, French sociologist Pierre Bourdieu systematically analyzed 
these notions in 1985 (Portes, 1998). The concept then gained further popularity 
through the seminal works of Coleman (1988a) and Putnam et al. (1994) within 
the social development literature in the 1990s. Moreover, development aid agen-
cies elaborated on the various dimensions and impacts of social capital with 
regard to development (Reji, 2009). Notably, Putnam et al. (1994) popularized 
the notion further in their work. Since the early 1990s, several theoretical and 
empirical studies on social capital have been published, further expanding its 
intellectual value across different areas of the social sciences and development. 
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Social capital is a broader concept defined as "formal and informal networks, 
social bonds, civic virtue, friendships, community life, social resources, and social 
cohesion" (Reji, 2009, p. 197). It also includes trust, social networks, norms, 
associational life, tolerance, civic cooperation, and other cultural values (Chou, 
2006). Generally, social capital refers to "the goodwill available to individuals or 
groups” (Adler & Kwon, 2002, p.23). To clarify its relation to other forms of 
capital, Portes (1998, p. 7) metaphorically distinguishes three forms: "economic 
capital is in people's bank account," "human capital is inside their heads," and 
"social capital inheres in the structure of their relationship". When comparing 
these, material things generate physical capital, human capital is created by 
enhancing people's skills, and relations among individuals generate social capital 
(Häuberer, 2011). Importantly, social capital is not an alternative to other forms 
of capital; instead, it enhances and makes them more effective (Warren et al., 
2005). 

It is a complex, less tangible resource that shapes individuals' collective actions 
and promotes their ability to solve collective problems (Christoforou, 2017b; 
Ostrom & Ahn, 2009). As a collective asset, individuals "can contribute to it, use 
it, but cannot own it or trade and transfer it" (Warren et al., 2005, p. 5; Nahapiet 
& Ghoshal, 1998). Thus, it is considered public property (Coleman, 1988a; Put-
nam et al., 1994) and belongs to groups and networks (Szreter & Woolcock, 
2004), not to individuals or institutions (Maloney et al., 2000; Warren et al., 
2005). Nevertheless, it benefits both individuals and communities (Lin, 2001; 
Uphoff & Wijayaratna, 2000). Furthermore, social capital "requires an initial 
investment and regular maintenance", including frequent interaction and the 
building of trust (Grootaert & Van Bastelaer, 2002b, p. 7). Importantly, it "does 
not depreciate with use" but "may depreciate with non-use" (Adler & Kwon, 
2002, p. 22). Overall, individuals develop and improve their social capital through 
its use, though it is often hard to detect (Ostrom & Ahn, 2001). 

Likewise, individuals can use social capital for various purposes. They may also 
convert it into other forms of capital to gain an advantage. Social capital can 
substitute for or complement other resources and types of capital (Adler & Kwon, 
2002, p. 21). Notably, it has social aspects, and nonmarket social interaction has 
economic effects but is not guided by the market (Collier, 2002). Social capital 
also has the characteristics of a public good. Individuals acquire it as a byproduct 
of maximizing their own interests (Häuberer, 2011). The assumption is that 
individuals, households, organizations, and their networks access resources and 
information by establishing and joining social relationships (Andriani & Christo-
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forou, 2016). The essence of social capital is that it is a collective resource that 
provides benefits to individuals, organizations, and the communities. 

2.1 Level of analysis 

Social capital operates at micro, meso, and macro levels (Chou, 2006) as it is 
analyzed at the individual level and within communities, across communities and 
organizations, and in connection with public agencies at the sub-national and 
country levels (Oh et al., 2014; Warren et al., 2005). Its micro (individual) level 
analysis is associated with the works of Putnam et al. (1994) that focus on individ-
ual and household networks, reciprocity, norms, and civic engagement, which 
stems from interpersonal interactions (Chou, 2006). Its Meso (collective) level, 
advanced by Coleman (1988a), concerns relations among organizations and 
represents social connections (Lin, 2001), and explains how social networks, 
relationships, norms, and trust create and provide collective benefits to the com-
munity (Ferlander, 2007). 

Similarly, the macro-level social capital refers to the "institutional context in 
which an organization operates... includes formal relationships and structures 
such as the rules of law, legal frameworks, the political regime and level of decen-
tralization, and the level of participation in policy formulation process" (Reji, 
2009, p. 201) that exists at the national level (Al Mamun, 2014). Ahn and Ostrom 
(2008) assert that macro-level social capital is similar to North's (1990) view of 
institutions. North (1990) states, "Institutions are the rules of the game in a society 
or, more formally, are the humanly devised constraints that shape human interac-
tions" (p. 3).  The micro, meso, and macro levels of social capital complement 
each other, as micro and meso-level social capital either support or create barriers 
to the functioning of the government and its agencies (Grootaert & Van Bastelaer, 
2002b). Thus, the level of analysis is important, as it offers theoretical perspectives 
on issues affecting government and nongovernmental organizations at national, 
sub-national, and local levels. This article focuses on the micro-level of social 
capital. 

2.2 Dimensions  

The dimensions of social capital recognize different forms of social capital. These 
forms have several implications for development, research, and theory building 
for enrichment of literature (Ahn & Ostrom, 2008; Woolcock & Narayan, 2000). 
Scholars have discussed a range of dimensions, mainly structural, cognitive, 
relational, bonding, bridging, linking, and internal and external as follows:  
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• First, social networks are essential to the formation of structural social 
capital. They consist of social groups of individuals, formal and informal 
institutions, organizations, social relationships, and network ties (Bryce, 
2005; Claridge, 2018; Cook, 2016; Reji, 2009). Such diverse groups pro-
vide resources that generate opportunities, information, support, trust, 
cooperation, and goodwill (Muniady et al., 2015).  

• Second, cognitive social capital represents subjective aspects, including 
social trust, norms, obligations, identity, expectations, shared values, be-
liefs, attitudes, behaviors, common outlooks, mission, and goals of indi-
viduals and organizations (Andrews, 2010; Bryce, 2005; Chou, 2006; 
Christoforou, 2017a; Claridge, 2018; Reji, 2009). These cultural aspects 
are "created and transmitted through cultural mechanisms like religion, 
tradition, or historical habit" (Fukuyama, 1995, p. 25). 

• Third, relational social capital comes from qualities of social relationships 
and networks (Nahapiet & Ghoshal, 1998). They include friendship, trust, 
cooperation (Muniady et al., 2015), mutual respect, reciprocity, shared 
understandings, values, and obligations (Claridge, 2018). They underlie 
access to resources and benefit individuals and communities (Häuberer, 
2011). 

• Fourth, bonding social capital refers to internal linkages among and with-
in individuals, organizations, and communities (Adler & Kwon, 2002). It 
also covers social ties among family, friends, relatives, and neighbors with 
similar demographic characteristics (Chou, 2006; Ferlander, 2007; Reji, 
2009). Bonding capital is mainly found within ethnic and religious 
groups. It is directed toward the group's inner core to promote identity 
(Häuberer, 2011).  

• Fifth, bridging social capital consists of relationships with individuals with 
diverse demographic characteristics and heterogeneous social groups 
(Chou, 2006; Häuberer, 2011; Oh et al., 2014) that aim to promote mu-
tual understanding and trust, thereby fostering a sense of commonality 
across heterogeneous groups and communities (Cherti, 2008).  

• Sixth, linking social capital is conceptualized "as norms of respect and 
networks of trusting relationships" in which people interact "across explic-
it, formal or institutionalized power or authority in society" (Szreter & 
Woolcock, 2004, p. 655). The Liking social capital connects people and 
organizations to "key political resources and economic institutions" (Reji, 
2009, p. 201), and "brings together social groups with individuals and 
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groups at the policy-making level ... giving them further access to the re-
sources held by powerful groups" (Andriani & Christoforou, 2016, p. 12). 

• Seventhly, internal social capital refers to "relationships among individual 
members", and external social capital is concerned with the "relationships 
between the organization and its external stakeholders" (Leana & Pil, 
2006, p. 353). 

Most notably, several dimensions represent different types of resources (Ferlander, 
2007) and have several impacts on society (Andriani & Christoforou, 2016). 
Furthermore, these dimensions often overlap and are primarily interconnected 
(Claridge, 2018; Ferlander, 2007; Muniady et al., 2015), which is crucial for 
promoting organizational performance (Andrews, 2010). 

3. Social capital in action 

This section examines how social capital influences development, focusing on 
both its general and micro-level manifestations at the community level. It primari-
ly addresses social networks, social trust, informal institutions, and collective 
action, as discussed by Ahn and Ostrom (2008), Ostrom and Ahn (2009), and 
Johnson (2016). Social capital does not directly impact development. Instead, it 
"regulates the functioning of associations or contractual agreements among 
community members" (Secco & Burlando, 2017, p. 90). Social capital is a mutual-
ly beneficial asset and has multidimensional impacts on development outcomes 
(Grootaert & Van Bastelaer, 2002a). It particularly enhances the effectiveness of 
endogenous and bottom-up development approaches. It also supports collabora-
tive governance that depends on local initiatives, mobilizes local resources and 
stakeholders, and builds partnerships (Christoforou, 2017a). Social capital fosters 
collaboration with other sectors for service provision (Oh et al., 2014) and en-
courages the involvement of various actors in public policy making and service 
delivery (Secco & Burlando, 2017). The essence is that social capital enables 
efforts toward development. The following sections specifically examine how 
social networks, social trust, informal institutions, and collective action influence 
development at the community level. 

3.1 Social networks  

Social networks and relationships among community members are potential 
resources, and well-connected communities effectively mobilize available re-
sources to pursue expected outcomes (Agnitsch et al., 2006). Such networks help 
determine which development activities are more appropriate to the community 
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and enable development actors to predict the likelihood of success or failure of 
development projects (Oh et al., 2014). More importantly, they facilitate the flow 
of information, influence people in strategic positions, and hold critical power in 
decision-making (Lin, 2001). Informed people are better positioned to benefit 
from opportunities, access welfare services, raise their voices, exercise their power 
to influence decisions, and hold service providers accountable for quality welfare 
services (Narayan, 2002). Besides, the execution of local development programs 
depends on how decisions are made, how relationships with external organiza-
tions are established, and how beneficiary networks are coordinated effectively 
(Secco & Burlando, 2017). 

Similarly, social networks facilitate cooperation between individuals and groups, 
increasing their welfare (Christoforou, 2017a), and encourage them to work 
together for mutual benefit by reducing uncertainty and enhancing efficiency 
(Johnson, 2016). They foster social interactions within and between networks, 
promoting mutual trust by sharing values and norms of reciprocity (Claridge, 
2018; Oh et al., 2014). Individuals use their network connections to hold certain 
opinions, promote social cohesion, and uphold certain attitudes toward specific 
issues that enable them to cooperate for mutual benefits (Field, 2008). 

Scholars have pointed out that networks provide "emotional, informational, and 
instrumental support" (Cook, 2016, p. 145) to their members, connect them to 
their community, and provide social support (de Leonardis, 2006), enabling 
individuals and groups to sustain their cooperation and access benefits, resources, 
economic and social opportunities, and other essential services (Boix & Posner, 
1998; Ferlander, 2007; Narayan, 2002; Reji, 2009). Hence, participation in social 
networks and social groups is essential for information exchange (Claridge, 2018), 
and information is transmitted through social relations among individuals, house-
holds, friends, groups, organizations, and communities that shape collective 
action (Christoforou, 2017b). Furthermore, through social relationships, individu-
als fulfill their personal and social objectives (Nahapiet & Ghoshal, 1998) by 
gaining access to relevant knowledge and expertise (Andrews, 2010). As resources, 
social networks are associated with the welfare of marginalized social groups. 

3.2 Social trust 

Trust and distrust among Individuals are fundamental theoretical elements of 
social capital theory (Ahn & Ostrom, 2008). Effective social networks require the 
exchange of information, resources, values, experiences, knowledge, and skills 
among members (Cook, 2016), and individuals who trust others exchange more 
information than those who do not (Leana & Pil, 2006). In contrast, "[p]eople 
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who do not trust one another will end up cooperating only under a system of 
formal rules and regulations, which have to be negotiated, agreed to, litigated, 
and enforced, sometimes by coercive means" (Fukuyama, 1995, p. 27). Likewise, 
strong social trust reduces the possibility of opportunistic behaviors (Nahapiet & 
Ghoshal, 1998). 

In addition, trust among community members may generate resources for their 
collaborative endeavor (Warren et al., 2005) to manage community resources, 
reduce transaction costs, and increase stakeholder participation in building local 
initiatives for the means and goals of development (Christoforou, 2017a). Like-
wise, the trust supports formal and informal civic engagement in community 
affairs (Cherti, 2008). When individuals work together and trust one another, 
their work is guided by shared norms that foster various social relationships 
(Fukuyama, 1995). Thus, individuals decide whether or not to engage in recipro-
cal help, and collective actions depend on their trust in others. 

3.3 Informal institutions  

Institutions, both formal and informal, including rules and regulations devised by 
communities and individuals, as well as established practices (known as operating 
rules), encourage individuals to adopt reciprocal behavior, relationships among 
individuals, patterns of their activities, and authority structures within a commu-
nity (Ostrom & Ahn, 2009). They provide incentives for individuals to behave 
honestly, influence individual behavior by imposing rewards and punishments, 
and provide information and mechanisms for conflict resolution (Ostrom & Ahn, 
2009). Similarly, community members' values, norms, cultures, and sanctions 
shape their interactions with other members, social trust, networks, and reciproci-
ty (Ahn & Ostrom, 2008; Johnson, 2016). 

Government entities and nonprofit organizations are game players. They are 
built to take advantage of resources provided by institutions (Ahn & Ostrom, 
2008). Ahn and Ostrom also state that institutions consist of "enforced prescrip-
tions used by groups of individuals" (p. 84), serving as a form of social capital. 
Notably, "[i]nstitutions strongly influence interactions among networks' members, 
support or ostracize certain types of behavior, coordination capacity, and collec-
tive actions" (Secco & Burlando, 2017, p. 90). Similarly, social trust, networks, 
and reciprocity affect and are affected by institutions (Ahn & Ostrom, 2008). 

Institutions are "created and transmitted through cultural mechanisms like reli-
gion, tradition, or historical habit" (Fukuyama, 1995, p. 25). They are also 
"shared among members of a group that permits cooperation among them" 
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(Fukuyama, 1997, p. 378). These institutions bind network members, foster 
collective trust, induce cooperation, and establish social interaction for decision-
making, resource mobilization, communication, and collective action (Bryce, 
2005; Uphoff & Wijayaratna, 2000). Favorable institutions within communities 
shape their roles in solving development problems. 

3.4 Collective action 

Since the ultimate goal of social capital is to promote collective action (Ahn & 
Ostrom, 2008; Johnson, 2016), scholars have sought to explore the contributions 
of social capital to community members' collaborative efforts (Maloney et al., 
2000; Ostrom & Ahn, 2009). Collective action holds that only a small proportion 
of the population participates in social groups that represent the majority's inter-
ests (Boix & Posner, 1998). Therefore, if the fundamental aim of development is 
to promote collective action among stakeholders, development programs need to 
address collective-action problems. Collective action problems refer to (a) the 
dilemmas that emerge when individuals face the alternative course of action and 
show their selfish interests not to cooperate with other individuals (Ahn & 
Ostrom, 2008, p. 78), (b)  the dilemmas of "overcoming selfish incentives and 
achieving mutually beneficial cooperative way" of doing works (Ostrom & Ahn, 
2009, p. 20), (c) individuals’ desires to maximize their potential benefits and self-
interests through minimal contributions,  (Arrighetti et al., 2008), and (d) practices 
that restrict individuals from collaborating with other actors (Oh et al., 2014).  

According to Johnson (2016), people join other organizations and networks to 
fulfill their interests inside or outside their communities; they share common 
values, norms, and sanctions, and can develop trust. Once trust becomes robust, 
it fosters reciprocity, motivating members to work together to advance their 
common interests through collective action. Johnson's framework illustrates 
interlinks among four forms of social capital: social networks, trust, norms of 
reciprocity, and collective action. Collective actions provide individuals and social 
groups with opportunities to enhance their power and their ability to collaborate 
for mutual benefit (Cook, 2016). Similarly, individuals participate in collective 
action if the expected benefits of their efforts outweigh the costs (Arrighetti et al., 
2008). The discussion on collective action shows that individuals may face difficul-
ties choosing between short-term benefits and not cooperating with others for 
mutual benefit. 

Scholars illustrated several instances of the positive influence of social capital on 
development in different contexts, such as a positive relationship between social 
capital and the income of households and their productive assets (Al Mamun, 
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2014), improved general health conditions of the local communities (de 
Leonardis, 2006), and enhanced relationship between communities with strong 
linkages across different individuals, and better welfare services for community 
members (Ferlander, 2007). 

Regarding the effectiveness of local government, Andrews (2010) demonstrated 
the strong influence of organizational social capital on the performance of local 
government bodies in the United Kingdom. Likewise, a comparative study in 
India and Bangladesh by Bhuiyan (2011) found that the roles of youth clubs were 
decisive in mobilizing collective action and shaping community development. In 
Bangladesh, the microfinance program proved crucial in creating peer pressure to 
promote social norms and mutual support, leading credit recipients to trust each 
other more. In contemporary decentralized governance, the effectiveness of 
development efforts depends on social networks, trust, collaboration, mutual 
support among local actors, and their collective action to pursue common devel-
opment goals. 

Notwithstanding several benefits, scholars have identified the flaws in social 
capital that might hinder development. They highlighted that individual mem-
bers’ unequal income, wealth, resources, power structure, and capabilities to 
participate in decision-making in communities hinder the people at the bottom of 
society from accessing social networks, resources, and benefits compared to 
people at the top of the hierarchy (Christoforou, 2017a; Häuberer, 2011). In non-
democratic societies, the existence of "clientelistic linkages between the govern-
ment authorities and local organizations" negatively impacts the "institutional and 
interpersonal trust... participation, development and welfare" (Andriani & Chris-
toforou, 2016, p. 16). In addition, conflicts among members, stakeholder conflicts 
over interests, hierarchies, and inequalities within social networks may impede 
minorities' interests in society (Christoforou, 2017a), leading to nepotism, exclu-
sion, and division in communities rather than facilitating social inclusion and 
development (Abom, 2004). These issues illustrate that social capital may not 
benefit heterogeneous communities equally, and local development agencies 
should consider its drawbacks while formulating and implementing development 
programs. 

4. Conclusion and implications 

This article examined the influence of social capital on development outcomes. 
The review illustrates that social capital is a complex, productive, and intangible 
resource that underlies the effectiveness of development outcomes operating at 
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national, sub-national, community, organizational, and individual levels, with 
distinct roles. It influences development outcomes in various ways across different 
contexts. It can be said that elements of social capital, mainly social networks, 
social trust, informal institutions, and collective action, play distinct roles in 
development. Strong social ties and relationships among community members 
facilitate communication, information exchange, and cooperation; strong trust 
among them, nonrestrictive informal rules and cultures, and their ability and 
interest to work together are essential for their common good, better living condi-
tions, and desired development outcomes at the community level. 

Although limited to a literature review, this article offers new insights into local 
development. It argues that policymakers, development practitioners, and social 
organizations need to prioritize building social networks, fostering community 
engagement, strengthening trust, encouraging collaboration, and promoting 
collective action in development projects. It also concludes that local development 
agencies should explore, create and harness social capital in their programs to 
foster social development in developing countries like Nepal. 
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Abstract 

Guiding principles in daily life are shaped by philosophical perspectives in which integrity plays a 
central role. Philosophically, ethics is a way of life that maintains social justice. This paper is 
based on one-to-one interviews. For this discussion Professor Shree Krishna Shrestha who had 
been involved in teaching, research and writing at Public Administration Campus, Tribhuvan 
University in Kathmandu for about four decades was interviewed. The interview was taken in 
Nepali and later text was translated into English. Ethics is a form of human consciousness and a 
crucial element that establishes humans as distinct from other species. In the context of public 
delivery, especially in Nepal, ethics is highly valuable for providing a people-centric approach. 
Ethical values are equally important in other sectors as well, but they are particularly important 
and necessary in public service delivery. 

Keywords: Ethics, Public Administration, Philosophical Perspective, Social Justice 

1. Introduction 

What we are saying is that modern society is advancing toward innovation and 
invention. Technologically, we are moving forward, where ethics serves as the 
cornerstone for establishing various standards that bind social norms. Ethics as a 
structural foundation of civilized society provides a pathway for both present and 
future generations (Chaddha & Agrawal, 2023). It is both a part of life and a 
branch of philosophy. Ethics is inseparable from philosophy, as it helps us under-
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stand the value of life (Madmarova et al., 2021). In everyday life, ethics is crucial 
for shaping a just society. Ultimately, ethics promotes social justice discouraging 
negative and unjust practices. The goal of justice in any society is to establish a 
social order on rights, dignity, moral and ethical values.  

The domain of public administration is not only confine with structure, process, 
human resource, authority, etc. but also ‘ethics’ interplay in every aspect of ad-
ministration. In this context the interview is confined with meaning, practical 
application and philosophical interpretation of ethics and integrity is discussed. 
For this discussion Professor Shree Krishna Shrestha who had been involved in 
teaching, research and writing at Public Administration Campus, Tribhuvan 
University in Kathmandu for about four decades was interviewed. The interview 
was taken in Nepali and later text was translated into English.  

In this article, we are trying to explore how do individual consciousness and 
cultural "dharma" shape the ethical orientation of public servants? To what 
extent does integrity in leadership and reasons justification in decision-making 
overcome the limitations of rigid laws and regulations? How do situational de-
mands and self-interest (egoism) impede the application of ethical standards? 
Does the presence of ethical supremacy lead to a modern "Ram Rajya" (a state of 
justice and equality)? 

For that purpose, we try to examine how human consciousness, philosophical or 
religious roots, social construction, integrity and honesty translate to social justice, 
good governance, social harmony and organizational success. We also try to find 
out the ethical application on leadership, decision making, reasoning approaches, 
and policy cycle integration. We also try to explore the challenges or constraints 
in ethical dilemmas, conflict of interest, ethical poverty, irrationality and negative 
competition can affect us. 

This study adopts a qualitative research design to capture practical and philo-
sophical dimensions of ethics. The primary data is gathered through one-to-one 
semi-structured interview, which allows deep exploration of the meaning, practi-
cal application and philosophical interpretation of ethics and integrity. The 
source material utilizes an interview with a seasoned expert Professor Shree 
Krishna Shrestha, in public administration to gain deep insight into ethical shifts 
in the society. The interview was conducted to discuss on May 20, 2026. This 
research employs purposive sampling, targeting the trusted expert who have been 
extensively involved in teaching, research and policy making within the field of 
public administration. The interview was conducted in native language Nepali to 
ensure linguistic and conceptual accuracy and translated to English for analytical 
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application. The interview data was organized into logical flow of conceptual 
themes from abstract theory about ethics to its practical application. The data was 
analyzed through descriptive ethics to understand how ethical standards vary 
across different contexts, and normative ethics to evaluate behavior against estab-
lished principles like duty based deontological approach and outcome-based 
consequentialism approach.  

Professor Shree Krishna Shrestha is an ideal key informant for his study due to 
his extensive professional experience and deep academic expertise of over 4 
decades of teaching, research and writing at Public Administration Campus of 
Tribhuvan University. Further, his practical impact on 
the field is evidenced by “Administrative Reforms 
Award” by Network of Asia Pacific Schools and Insti-
tutes of Public Administration and Governance 
(NAPSIPAG), 2013 for an outstanding contribution to 
Governance in the Asia Pacific region. His wide range 
of experiences from mentoring generations of students 
to participating in international policy forums provides 
him with the unique perspective and deep insights 
required for this qualitative inquiry.  

2. Interview 

The interview questions and answers are presented in this section. The interview 
gradually flows from one theme to another. It starts with theorical foundations of 
ethics, application in public administration and governance, religion and personal 
virtue, and challenges and social dynamics. 

Conceptual and philosophical foundations  

This section builds the conceptual and philosophical foundation of ethics. It start 
with the definitions of consciousness, then addresses identity and cultural roots, 
social construction vs Nature 

Question 1. What are the perspectives of ‘ethics’ and how it is understood? 

All human beings are born free to undertake activities as they wish. Freedom 
needs to coexist with boundaries, justice and tolerance. It needs to be properly 
guided; otherwise, it turns out to be turmoil. As a guiding post, they started to 
form certain raw norms such as social roles, social norms hierarchy, division of 

Prof. Shree Krishna Shrestha 
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work which directs their daily activities. It is an initial step to bring a notion of 
ethics in human society.  

Second, we constantly build relationships with people in society, which helps us to 
envision a balanced and healthy society. We must follow social norms and values 
to function in society. We need to proceed based on a few principles. 

The major factor contributing in the development of ethics is human conscious-
ness Human beings are distinct from other spices because of the development of 
consciousness. Ethics is the result of being consciousness towards society, hence 
humans are at the core of ethics. From a fundamental perspective, human con-
sciousness contributes to the development of advanced wisdom and higher rea-
soning. As a result, there are some basic approaches: an individual is free, but for 
society to accept and make use of that freedom, we must act with awareness. 
Freedom on its own cannot be effectively guided without the application of such 
consciousness. So, philosophy is the term for ethics in its purest form. Two princi-
ples serve as a guide when discussing ethics philosophy: What sort of life is a 
person hoping to lead? What is the goal of human life? These two questions serve 
as guiding principles for human existence. One aspect of ethical philosophy is 
human life itself. According to ethics, philosophy includes both happiness and 
suffering, and its ultimate objective is to direct us toward answering the issue of 
why we were created and what kind of life we ought to lead. Accordingly, ethics is 
closely related to how we should live, what kind of life we want, and how we 
should guide our behavior and character to attain that goal. Therefore, ethics is 
crucial in establishing what is good and acceptable, what is bad and unacceptable, 
and what is right and wrong. The discipline that establishes such moral founda-
tions and standards is what we call Ethics. 

Question 2. How ethics contribute to build character or identity? 

In essence, ethics is about behavior and character. One can identify a person by 
his/her behavior; identity comes after behavior. Morals and ethics are closely 
related. But there isn't a precise word for ethics in Eastern philosophy. Rather, 
the idea can be found in the Dharma (religion) concept. Dharma, basically in 
eastern culture, fulfills the same function as ethics which mostly imported from 
western society in that it instructs us on what is good, proper, and right. ‘Ethos’, 
which means character in its Western root, is the root of the word ethics. It is 
derived from the local acceptance of conduct. Ethos, on one hand, refers to 
morals. The word moral itself comes from the Latin Root More, which also 
signifies character or custom. Therefore, Moral is linked with our habits and 
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character - the kind of conduct and behavior that society accepts. Once we form 
these habits and behaviors, our identity begins from there only. 

Question 3. If ethics is connected with religion and morals, is it natural or a 
creation of humans? 

The concepts of religion, moral and ethics are socially constructed. Human 
beings are the ones who create these. It is something that humans have created to 
control behavior and society, not an invention of nature. But nature is its founda-
tion. Natural sources have served as a source of inspiration for human character, 
behavior, and conduct. Therefore, while nature is the main driver, organized 
ethics is a human invention. 

Theoretical foundations and ethical dimensions 

This section dives deeper into the theoretical foundations and dimensions of 
ethics, applied ethics and ethical stability. 

Question 4. Can religion and ethics help to understand society? How ethics is 
related when we talk about ‘Ethical Dilemma,’ ‘Ethical Stability,’ or ‘Conflict of 
Interest.’?” 

As we stated above, ethics is socially constructed concept emerged from the 
development of philosophy that always seek the answer of human existence so it 
could have various dimensions. It would be worthful to discuss the dimensions of 
ethics. ‘Meta-Ethics’ is one of the dimensions of ethics that attempts to clarify 
whether ethics is oxymoron concept or not; similarly, ethics is conundrum con-
cept or not It is closely related to philosophical discussions that debate what is 
right or wrong. For example, when someone says something is right how it can be 
proved what is right It could have a different perspective, dimensions, approaches 
and meaning. The discussion may be going on; hence it is known as a branch of 
analytical ethics. 

The next dimension of the ethics is whether ethics has universality nature or not. 
We observe that why certain things are accepted in one place are not acceptable 
or treat differently in other places Such differences are analyzed and is known as 
Descriptive Ethics.  

Another dimension of ethics is Normative Ethics, which focuses on what people 
should do or shouldn’t do. Normative Ethics includes the formulation of some 
guiding principles. A principle states that what we call a ‘Deontological approach’ 
helps us understand what our duty is and what our obligation is. According to this 
approach, performing these duties or following these rules is considered ethical. 
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Another principle in Normative Ethics focuses on consequences which is known 
as Consequentialism that evaluates actions based on their outcomes. If an action 
produces the right result, it is considered ethical. This includes approaches like 
Utilitarianism, which suggests that actions are ethical if they maximize happiness 
for the greatest number of people and minimize suffering for the fewest. 

Another principle in normative ethics is Virtue Ethics, which emphasizes that a 
person should cultivate good character traits such as honesty, being justice-
oriented, and acting with integrity. A virtuous person should also practice wisdom 
and perform actions that are generally acceptable and beneficial for everyone.  

Finally, there is Applied Ethics, which focuses on applying ethical principles in 
real-life situations. This is often referred to as wisdom, as it requires us to apply 
ethical rules correctly in practice. Applied Ethics does not support to compromise 
on moral principles; it emphasizes proper application without cutting corners. 
Applied ethics doesn't discuss, compromise or advocate for situation-specific 
adjustments. It highlights the importance of upholding values and moral stand-
ards and acting in accordance with the principles one has accepted. Two things 
need to be clarified in this case: morality and ethics. While morality refers to the 
values that an individual personally believes to be correct, ethics generally refers 
to the accepted societal principles. A person's moral principles might not always 
coincide with those of society. Ethics and morality must be considered jointly in 
applied ethics. Individuals should base their work in any profession on their 
personal values; this is known as personal ethics. Concepts like ethical stability 
and conflict of interest also become important in relationship to this. Despite 
context and situation if one behaves moral actions consistently is known having 
ethical stability A conflict of interest occurs when someone with authority or 
power abuses it for their own benefit rather than the for the purpose it was given 
to him or her. This puts professional obligations and personal interests at odds, 
and handling these conflicts is a crucial component of ethical behavior. 

When we inquire, "For what purpose the authority or right is given to someone?" 
The response is: for the benefit of society. The reason for this is that the individu-
al who is granted the authority is supposed to behave in a way that advances the 
welfare and well-being of other people. This authority is exercised at the discre-
tion of the individual for whom it has authorized, guided by what is deemed 
appropriate and advantageous for others. It is a conflict of interest, if the individ-
ual abuses the authority and privileges granted upon them for their own gain 
rather than the good of others. There are numerous ways that conflicts of interest 
can arise. Conflicts of interest can also arise, for instance, when someone makes 
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decisions about the future in advance, apparently looking for the benefit of the 
public, but they eventually benefit themselves. 

When someone, such as an official, is granted authority, ethical dilemma might 
be occurred when she or he has to decide what value she or he has to promote 
dealing with certain issue in which different values such as personal value, social 
value and professional value could appear simultaneously. The person might, 
however, find themselves in a position where they must choose between using this 
authority to further their own interests or to assist others.  

An Ethical Dilemma arises when a person faces a choice between taking an action 
or not, or when they must choose between good versus good, bad versus bad, or 
good versus bad. Even when both options have some merit, deciding which is 
right can be difficult. Such situations create moral conflict, where a person must 
carefully weigh their values to make a decision. 

Ethical Stability, on the other hand, refers to a person’s identity. It is reflected in 
an individual’s consistent character and behavior over time. When a person acts 
in alignment with their principles, their actions demonstrate ethical stability, 
which is closely tied to the stability of their personal identity. 

Ethics in Public Administration and Governance 

This part focuses on how ethical principles are integrated within leadership. It 
describes ethical decision making, ethical leadership and integrity, policy and 
common good, and good governance and "Ram Rajya". 

Question 5. How to develop discipline-based professionalism incorporating 
ethical leadership and ethical decision making in an institution like public admin-
istration? 

When it comes to ethical decision-making in administration, most of the time, we 
tend to prioritize laws and regulations while addressing problems. However, 
society is complex, and not all problems can be solved merely through uniform 
rules. There are many possibilities and scenarios that laws and regulations alone 
cannot address. Sometimes, laws are insufficient or incomplete, and in such cases, 
ethical judgment becomes necessary. All circumstances that come out in society 
are not covered by laws, so a choice must be made by executors. Then we must 
use our own judgment in this case. There must be a good reason to use our 
judgment while doing that. What does that mean? It's easy to decide if you have 
proof. But if there isn't any proof, then there is a problem, and we need to give 
best judgement having enough justification. 
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That's why, we need to be equipped with the basic knowledge of ethical reason-
ing? In applied ethics, we can make an ethical choice by using different types of 
ethical principles such as Deontological Ethics, Virtue Ethics, and Consequential 
Ethics to support it. Decision-making proposes that a decision lacks ethical validi-
ty in the absence of reasoned justification. So, when it comes to making decisions, 
we need to do so with a valid reason and justification. Reasoned justification 
means that if you decide without justification, then it cannot be called ethical 
decision-making. Based on different dimensions, we must make decisions along 
with justification.  

Ethical leadership becomes the foundation of a society or a household. A leader is 
someone who gives direction to others, provides motivation, promotes growth, 
and empowers. We say that a person who possesses these qualities has leadership 
traits and for this, integrity is fundamental. In ethical leadership, not everything is 
important; the leader must be trustworthy and must have integrity. Integrity 
means that what the leader says is what they do, and what they do is what they 
say. They must be consistent, meaning there’s no difference between their actions 
and their words. Therefore, if a leader is consistent, they can inspire trust in 
everyone, including the family, society, organization, and the government. 

Question 6. Are rules, regulations and policies are considered only as the collec-
tion of ethics?  

Ethics teaches us mostly to separate what is good vs what is bad, what is right vs 
what is wrong, what is just vs what is unjust. The term policy refers to the gov-
ernment’s actions and inactions. Policies dictate what the government will do and 
what it won’t. Ethics tell us what is good or bad, while policies determine what 
should be done for the common good and how to establish justice. Therefore, 
policy and ethics are closely related. Policies can also be seen as tools to establish 
ethical behavior. Policies aim to establish continuity in society based on how 
people need to behave, and that’s why the intention behind that rule or regulation 
is the same as the intention of ethics, thus we see a connection between the two. 

In the policy cycle, if we view every phase from agenda setting to decision mak-
ing, implementation, and evaluation through an ethical lens, it can give society a 
new shape. Essentially, a policy should aim to cause the least harm, establish 
fairness, provide justice, and help individuals maximize their potentials. All these 
aspects are essentially part of ethics.  
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Question 7. Can we confine an ethical society in the present context as it was 
characterized in ‘Ram Rajya’ in the ‘Treta Yug’? 

Defining what Ram Rajya one could have a picture of a society or state having 
the character of justice, ethical supremacy, equality and other favorable and 
enabling conditions. These conditions are somewhat we assume in the context of 
good governance. Looking good governance comprehensively, we found that its 
foundation lies upon ethics which guide people to be accountable, fully responsi-
ble, and transparent. Everyone should work with participation from all, there 
must be equal rules for everyone, and the rule of law must be upheld. People 
should feel free to express their concerns, and when that happens, trust in the 
system grows, and that is the essence of ethics. Essentially, when we talk about the 
special characteristics of good governance, we are talking about ethics. 

Ethics, Religion and Personal Virtue 

This theme examines relationship between faith based guidance vs reason based 
ethics. It deals with responsibility and authority, faith vs reason, honesty and 
"satagun" and habit 

Question 8. Who is responsible for establishing ethics within these social struc-
tures? 

In this context, we sometimes have to refer to religion. If we look at it from a 
general perspective, the principles of ethics are often guided by religious texts, 
which we consider as a kind of adherence to those doctrines. We treat these 
religious texts as the words of a divine being, and sometimes they are also the 
words of enlightened individuals from that society. Essentially, the governance of 
society is based on these foundations, and that’s why we accept their teachings, 
believing that they are for the greater good of everyone.  

Therefore, society should have individuals who are trusted and who work for the 
benefit of everyone, and these individuals should take the lead in establishing 
ethical standards. We send representatives who have earned our trust, and the 
question is whether these representatives are the most trustworthy. This means we 
can look at this from many angles, but the core idea is that ethical standards come 
from those we trust, ensuring that their words bring benefit to everyone. And 
when social and ethical standards are set by trusted individuals in society, it 
benefits everyone. By accepting that the words of these trusted individuals cause 
no harm and bring benefit to all, we can be confident in the ethical framework 
they provide. 
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Question 9. Are religion and ethics parallel to each other? 

When we talk about religion, it essentially involves faith in a higher power, and 
there’s both theistic and atheistic perspectives within it. Our world is home to 
many religions and religious communities, numbering in the millions. The fun-
damental purpose of religion is to provide guidance for a disciplined life, thereby 
leading society towards refinement and culture. This influence remains strong as 
long as people’s faith in it is strong. Similarly, the core aim of ethics is to improve 
human character and behavior. Ethical standards are established by society to 
help individuals determine whether their actions are right or wrong, essentially 
guiding them to understand how their behavior is perceived and accepted by the 
community. 

The foundation of determining what is right and wrong is based on rational 
reason. While the justification for ethical behavior is rooted in reason, religion 
relies on faith and belief. When explaining why we do something, we must pro-
vide reasons in the ethical realm, but in religion, faith alone suffices. Their roots 
may differ, but their goal is the same: to elevate both individuals and society. 

Religion tends to encompass those who have faith, and when we speak of religion, 
atheists might not accept it. But does that mean atheists can’t be good people? Of 
course, they can; they live within society as well. Therefore, ethical standards 
apply to both theistic and atheistic perspectives. However, religion is typically 
accepted by those with faith, and both ultimately share the same goal. If we look 
at the broader picture, it seems that the foundation of these ethical values origi-
nally arose from religious roots in society. 

Scholars and scientists examine the usefulness of religious concepts by employing 
various methods, and through their exploration, we often find that certain reli-
gious practices add meaningful value to human life. As a result, scientists, from 
their own perspectives, also guide society in relation to religion, and in the end, all 
these approaches converge in the realm of ethics. 

Question 10. Are ethics and religion both forms of guidance? Is honesty deter-
mined by religion or by ethics? Do ethics and honesty hold the same depth of 
meaning? 

Yes, ethics and religion both are compelling and persuasive instruments that 
human developed to guide and regulate their behavior and actions. Both concepts 
are closely linked to the concept of honesty and integrity. Honesty is a core virtue 
in ethical teachings, making it an essential aspect of good character. While reli-
gion often requires faith without the need for justification, ethics demands reason-
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ing and reflection. Ultimately, both aim to elevate human character and guide 
society toward a better moral standard. 

In the perspective of ethics, the concept of “स"गणु (Satagun)” is considered a virtue, 
meaning a quality that is not only accepted by everyone but also highly valuable. 
Honesty is a crucial facet of integrity, and it serves as an indicator of whether a 
person possesses a high level of integrity. Therefore, we can consider honesty as a 
major element of ethics. What is honesty? Is it a character, trait or a habit? It’s 
simpler to view honesty as a habit. A habit is something that comes naturally 
without having to think about it. If we can cultivate honesty as a habit, it reflects 
in our character, helping us build trust and become more recognizable by others. 

Ethical Challenges and Social Dynamics 

This section addresses the barriers to ethical society like egoism, ethical poverty 
and self-interest, irrationality and truth, positive and negative competition, con-
flicts of interest and ethical dilemmas. 

Question 11. In a context when ethical poverty occurs while working in bureau-
cracy, politics, academy or any other sector, how do we truly identify someone 
who is genuinely ethical? 

Ethics is not something that we claim for ourselves; it is what others recognize us 
through our characters, behavior and actions. The real test of a person could be 
made in harder time when she or he hold certain power with authority to make 
decision. In our society, we often notice that people tend to focus on their own 
self-interest rather than considering others. Ethics, in essence, means thinking of 
others, but humans tend to prioritize their own thoughts and needs. They are 
more persuaded by self-egoism that leads to a sort of ethical deficit in our society. 
Ethical poverty grows when people use their authority and power solely for their 
own benefit, neglecting the welfare of others. 

Therefore, ethics is fundamentally about the greater good of society, and that’s 
why ethics is essential for establishing and maintaining a well-functioning society. 
In a society where self-interest dominates, those who lack power are unable to act 
in their own favor. They rely on institutions that are supposed to serve them, and 
when these institutions fail to do so, we can see a vicious circle due to deficit of 
ethics in society. 
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Question 12. How society becomes ethical when a society repeatedly endorses 
something unethical? 

Many people, without searching for evidence, accept what others tell or present in 
society in a way that becomes more acceptable than truth. In this case, they 
accept what is presented differently from reality. Such a society is called an irra-
tional or crazy society -a society that, instead of thinking for itself, surrenders to 
the thoughts of others. Human beings have been given a kind of natural wealth; 
the ability to think, to remember, and to reflect. But when we fail to use this 
natural wealth, that is called foolishness. Without examining truth and reality, 
when we accept things merely because they are presented in an attractive way, 
and then insist, “Yes, this is the truth,” that is how we are misled. This leads 
society to distortion and negative transformation. 

Ethics always comes along with justification. I must be able to give proof for every 
statement I make, and the basis of these proofs is ethics. I should be able to say: “I 
did this because of this reason.” Truth requires such proof. For what is false, no 
proof is required. Truth can be proven and shown, but falsehood cannot be 
proven or shown. Every person must think: if someone asks me about what I have 
spoken or written, can I give an answer or not? Trust will be jeopardized in the 
absence of proof. One cannot imagine a good society without it  

Question 13. How ethics is applicable in the current situation as the society has 
turning to showy? 

To a pretentious society, it is necessary to take the definition of a human society. 
Society cannot function well if the relationships among different individuals are 
not harmonious. There is a need for diversity to address various issues. A society 
must bring about goodness; the result of a divided society is not good. In society, 
there is a tendency to show off to others. We have not built society by everyone 
sitting together deliberately. Our basic assumption is that all individuals live 
together harmoniously. The word “showy” refers to who is showing what to 
whom. What is being shown, and to whom? Therefore, there must be positive 
competition within society. 

Positive competition means contributing to the development of society and help-
ing each other. On the other hand, negative competition is when individuals show 
arrogance, pride, or boast “I am like this, better than you” to others. A society 
with negative competition, society becomes fragmented, divided and social con-
flict may arise. Therefore, those who foster positive competition help society 
become prosperous and cooperative. 
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Unified whole 

Question 14. Can human civilization, religion, and ethics together explained as a 
unified whole? 

Each of us can shape our own life, as we said. How can society be made more 
meaningful? Every society can strive to become a well-organized society for 
collective welfare. In a governance system, if the government can show how these 
things can be done, people can experience not only individual satisfaction but also 
social well-being. Such experiences bring about greater happiness and help in 
creating a well-cultured society, establishing good governance, and managing 
social systems smoothly by maintaining harmony. This is the essence of ethics. 
Ethics, in this sense, forms the foundation for evaluating human life and serves as 
a standard for social stability and is essential for establishing the highest princi-
ples. This is the guiding role of ethics in good governance, and we must under-
stand its role in every society. 

Regarding its role, we asked: in which society is there more peace, in which 
society are people happier, and in which society is there more prosperity? When 
we researched, we found that in societies where people are more cheerful and 
content, the reason is that all things are connected through ethics. That very 
connection is the essence of ethics. Honesty and integrity are also part of it. 
Therefore, my belief is by making these values our foundation, we can build a 
better society. 

3. Discussions 

Professor Shrestha defines ethics as the essential foundation of a civilized society 
that serves as a primary driver for social happiness and stability. Even the organi-
zations with well-defined rules and regulations cannot function successfully with-
out the vital force of ethics to solve problems at the individual, institutional or 
social levels. Ethics is not an option but an essentially important part in every-
body’s life in every corner of society. This is not merely pragmatic but realistic 
from every angle. People are creating self-centric definitions of ethics in the 
modern world and call themselves ethical, but being truly ethical is difficult. 
Ethics makes us different from animals; at the same time, it makes us human and 
justice-oriented. Nature teaches us the fundamental functions and significance of 
ethics. Human morals and characters are largely shaped by ethical norms and 
values. In the contemporary world, however, ethical norms and practices are 
becoming increasingly fluid and concepts to varying interpretations. Different 
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notions exist regarding the meaning of ethics and application often differs de-
pending on the situational demands. Policymakers should follow certain ethical 
philosophies because they are responsible for serving welfare of the people. Ad-
ministrators and policymakers are servants who are expected to serve society with 
integrity and high commitment to the public on a large scale. Therefore, society 
should have individuals who are trusted and who work for the benefit of every-
one, and these individuals should take the lead in establishing ethical standards. 
In a governance system, if the government can show how these things can be 
done, people can experience not only individual satisfaction but also social well-
being. Such experiences bring about greater happiness and help in creating a 
well-cultured society, establishing good governance, and managing social systems 
smoothly by maintaining harmony. 

Philosophical roots of ethics 

Ethics distinguishes human from other species, and it is identified as a form of 
human consciousness. The foundations of ethics are rooted in the nature. But 
humans designed the organized ethics as a societal construction to regulate hu-
man behavior and maintain social order. While defining ethics, Professor 
Shrestha distinguished eastern and western thought system, noting that while 
western ethics originates from character, while eastern tradition finds its root in 
Dharma. This philosophical foundation suggests that ethics is not only a set of 
rules, but a way of life and a branch of philosophy essential for understanding the 
value of human existence.  

Ethics in Public service and governance 

Ethics is structural necessity in the field of public administration. Professor 
Shrestha highlighted that while laws and regulations are often insufficient or 
incomplete for addressing the complexities of society. So Ethical judgement and 
reasoned justification are required for valid decision making. If a decision cannot 
be supported by logical evidence and moral reasoning then it lacks ethical validi-
ty. 

Ethical Deficits and dilemmas 

Professor Shrestha also addressed the challenges to ethical stability. Ethical pov-
erty or deficit occurs when individuals with power prioritize self-interest and 
egoism over the societal welfare. This is often profound in irrational societies 
where people accept misinformation without evidence, leading to distortion of 
reality. Professor Shrestha also discussed different types of ethical challenges 
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• Ethical dilemmas, occur while choosing two difficult options like choosing 
between two competing values e.g. – personal vs professional. 

• Conflict of interest is the abuse of authority for personal gain instead of 
public good. 

• Negative competition, occur with arrogance and pride. It leads to indi-
vidual and social conflict. 

Synergy between Religion, Honesty and Ethics 

The interview clarifies the distinct and complementary roles of religion and 
ethics. Both instruments converge towards building human character or good 
human behavior, but the fundamental reason for that is different. Religion relies 
on faith, whereas ethics relies on reason and proof. Honesty is the core element of 
ethics and the cultivated habit that becomes the face of individual's integrity and 
basis of social trust. 

4. Concluding remarks 

It is important to understand why ethical people are respected. The reason is 
ethics helps a person to be moral, virtuous and discipline whether he or she is be 
at home or at their office or at broadly in society. Though rules and regulations 
are formulated to run the organization, without ethics, the organizations could 
not function successfully. Individual often adopt negative approach while compet-
ing with other, often demonstrate arrogance, pride, or boast thinking “I am like 
this, better than you”. Such behavior could be the cause of fragmentation and 
division in organization or society and let for conflict. Positive competition is 
intended to help a prosperous and cooperative society. Though ethics seems in 
abstract form it is very important to construct happiness in society and helps to 
solve the problem individually, institutionally and socially. So, concepts of reli-
gion, moral and ethics are socially constructed which are created by human 
beings to control behavior and society, Therefore, ethics is a human invention 
that is important as like any other legal instrument to run the organization suc-
cessfully and establish a moral and prosperous society. 
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Abstract 

The manifesto is a guidebook that informs voters about a political party's commitments. It helps 
voters to make a rational voting decision. It is a party’s commitment towards the electorate about 
their vision, plans and governance policies. Although read by only a small fraction of population, 
manifestos form a major launching point for any election. The study is a comparative analysis of 
the local election 2022 manifestos of different political parties about the social security of the elderly 
population. This article attempts to look at how political parties committed towards resolving the 
issues related to senior citizens in respect to healthcare, financial security, transportation, old age 
homes, and elder abuse. It tries to answer how far the policy for the elderly becomes of interest for 
the government, and whether the political parties are luring people’s vote or for other purposes. 
Further, the study tries to demonstrate why senior citizens are brought into election campaigns and 
whether they realize the benefits as committed in the Party’s manifestos. The study found that 
political parties made their manifesto attractive to win the heart of the elderly. They had made big 
promises without revising the past manifestos and their effectiveness. Although elderly people were 
happy with the current government social security programs, majority of them did not recognize any 
tangible benefits from the commitments made in the election manifestos. 

Keywords: Social Security, Senior Citizens, Election Manifesto, Political Parties, Local Gov-
ernment 
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1. Introduction 

Social security is the system established by the Government of Nepal for the pro-
tection of citizens who are elderly, indigent, incapacitated, helpless, single women, 
persons with disabilities, destitute children, citizens who cannot take care of them-
selves, and the members of the tribe on the verge of extinction and the act stressed 
that only eligible citizens receive social security allowances which can be both con-
tributory and non-contributory schemes to ensure protection against various risks 
(Social Security Act, 2018).  

It is the protection that a society provides to individuals and households to ensure 
access to health care and to guarantee income security, particularly in case of old 
age, unemployment, sickness, invalidity, work injury, maternity or loss of bread-
winner (ILO, 2010). International Labor Organization recognizes social security as 
the basic human rights which are essential for combating poverty, inequality and 
for leading a dignified life. The standard which ILO developed not only provides a 
legal foundation for rights to social security but at the same time, it guarantees the 
minimum standard of protection to human beings.  

Investments in the social security have increased steadily over the years, reflecting 
the government’s commitment to enhancing social protection. The government 
has allocated NPR 100 billion for the purpose of social security in the fiscal year 
2021/22 which have increased significantly to NPR 130.01 billion in the year 
2022/23 (Budget Speech, 2021/22 & 2022/23) showing their great emphasis on 
expanding social welfare programs. In the fiscal year 2024/25, the government has 
allocated NPR 116 billion for social security (Budget Speech, 2024/25) which fur-
ther demonstrates its continuing focus on supporting and protecting the vulnerable 
population through various schemes and allowances. The article mainly focuses on 
non-contributory social protection. The main questions of the article are; Why has 
social security policy become the interest of political parties? Why are senior citi-
zens brought into election campaigns? Do the senior citizens realize the benefit as 
committed in the manifestos?  

Political Parties of Nepal and their Manifestos 

The politics of Nepal functions within the framework of a parliamentary republic 
with a multi-party democratic system. The major political parties recognized by 
the federal parliament includes Nepali Congress, Communist party of Nepal 
(UML), Communist party of Nepal (Maoist Center), Communist Party of Nepal 
(Unified Socialist), People’s Socialist Party Nepal, Rastriya Prajatantra Party, Lok-
tantrik Samajbadi Party, Nepal Socialist Party, e-t-c.  
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Since the restoration of democracy, 1990s, Nepal has carried out four local elec-
tions. After the second local election in 1997, local positions remained vacant for 
nearly two decades, leaving many local issues unaddressed. The third (2017) and 
the fourth (2022) local elections were held under a new federal set-up. At these 
times, people became more aware of their duties, rights and responsibilities towards 
the state, and began assessing party’s manifestoes more critically before casting a 
ballot.  

Generally, political parties prepare attractive manifestos to gain support from the 
voters, however, frequently fail to deliver their promises after being elected. The 
trust survey conducted by the Central Department of Public Administration, 
Tribhuvan University in collaboration with International University partners 
found over one- third of the population have little confidence in the political parties 
of Nepal and a mere six percent of the Nepalese citizens do trust the political parties 
which means that the majority of the population do not trust the political parties 
(Jamil, Dhaka,l & Poudel, 2017), and this might be due to the mismatch between 
the promises before election and its delivery after the election. 

In parliamentary democracies, it is mandatory for different political parties to pub-
lish manifestoes or programs setting out their policy priorities following the election 
which represents a policy package a party puts to voters at election time (Suiter 
&Farrell, 2011). The release of the manifesto serves as an important resource for 
voters to make informed decisions. Various political parties released manifestos tai-
lored to local context; however, these remain unimplemented after elections, serv-
ing only as an attraction to voters than to guide governance especially in developing 
countries like Nepal. A good manifesto should be successful in identifying the prob-
lems faced by the citizens and suggesting possible measures to resolve them.  

Social security has been featured in different political parties' manifestoes. The ma-
jor political party, Nepali Congress, prepared its manifesto with a slogan of “Strong 
Local Government, Developed Village, Developed City” (Nepali Congress 
Sankalpa, 2022). The party promises to provide senior citizens allowance for people 
aged sixty-five and above along with free health insurance to senior citizens above 
sixty five years, management to get involved in free insurance program in coordi-
nation with the ward office, regular health check up, consultation and medicine in 
their household (Nepali Congress Sankalpa, 2022).  

The Unified Marxist Leninist (UML) is committed towards the well-being of elderly 
persons through financial support, improved access to healthcare, and social inclu-
sion including timely allowances and elderly- friendly services under the slogan 
“Base of Socialism, Good Governance and Prosperity, the Government of UML 
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in Every Municipality” (UML Manifesto, 2022). Similarly, the Rastriya Prajatantra 
Party (RPP), a Hindu Nationalist Party focused on home-based services, monthly 
health check-ups and free religious tours for promoting dignity, care, and cultural 
respect to the elderly persons (RPP Manifesto, 2022). 

Nepal Communist Party, Unified Socialist is committed to provide free health care 
services, elderly clubs in all municipalities, household monitoring, tour programs, 
and skill-based engagement for healthy and respected aging under the slogan of 
“Citizen-centric local government, basis for development and prosperity”(CPN 
Unified Socialist Manifesto, 2022). Similarly, the People’s Socialist Party (PSP-Ne-
pal) promised to provide free healthcare services for people above sixty five years 
of age, special care homes, and elderly meeting centers in every ward to ensure 
their care and social participation under the slogan - “Identity, Federalism, Good 
Governance and Integrity, Basis for Local Government’s Prosperity” (PSP-Nepal, 
Manifesto,2022).  

Roles and Responsibilities of Local Government in Nepal 

Local governments are the foundations of democratic governance. They are the 
governments of the people often referred to as door-step governments. A local gov-
ernment is a form of public administration that, in most of the contexts, exists as 
the lowest tier of administration within a given state (UK, 2014). Democracy is a 
form of decentralized governance. The roles and responsibilities of present-day lo-
cal governments have been increasing steadily with growing expectation of the peo-
ple for efficient, effective and streamlined services. The central government is often 
distant from the local communities and cannot identify their needs and aspirations. 
Therefore, the concept of local governments was introduced to address local issues 
more effectively. Public welfare services can be better delivered at the local level. 
Since representatives are elected by local people, they should be responsible and 
accountable to them. Citizens can hold their representatives and public officials 
accountable for any wrong doings which helps to establish good governance at the 
local level.  

Nepal has a three-tiered governance structure (Federal, Provincial and Local). 
There are seven hundred and fifty-three local governments in Nepal including six 
metropolitan cities, eleven sub-metropolitan cities, two hundred and seventy-six 
municipalities, and four hundred and sixty rural municipalities. In addition there 
are seventy-seven district coordination committees. Authorities such as mayors, 
deputy mayors, chairpersons, vice-chairpersons, members of municipalities and ru-
ral municipalities are elected by the first-past-the-post system. The tenure of the 
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local representatives elected in the 2017 local election has expired, and new mem-
bers were elected in 2022.  

There are several roles and responsibilities of local governments prescribed by the 
Constitution of Nepal (2015) in its Schedule 8. Among the various functions, the 
management of elderly population, persons with disabilities, and the incapacitated 
falls under the jurisdiction of local governments. The Constitution of Nepal, 2015, 
also mentions the concurrent powers of the federation, state, and local levels which 
includes social security. This means that social security of the elderly persons is not 
only the responsibility of the local government but also of the state and federal gov-
ernments. Based on the Constitution of Nepal, 2015, the Local Government Op-
eration Act (2017) has been issued, which highlights the detailed functions to be 
carried out by local governments for elderly persons under the heading “Manage-
ment of Senior Citizens, Persons with Disabilities and the Incapacitated”. These 
functions include implementation, operation, and management of social security 
programs based on federal and provincial laws; management and operation of sen-
ior citizens’ clubs, day-care centers, and visiting centers; operation and manage-
ment of elderly centers, disabled centers, and incapacitated centers in coordination 
with federal and provincial governments; updating data about the elderly; manage-
ment and distribution of identity and social security cards (LGOA, 2017).  

The executive power of the local government shall be vested in the municipal ex-
ecutive or the village executive. Among the various powers of the local executive, 
the management of senior citizens, persons with disabilities, and the incapacitated 
falls under their jurisdiction (The Constitution of Nepal, 2015). The chief of the 
municipality or village municipality calls a meeting to set out plans, policies, and 
programs and to allow the preparation of the budget to be presented at the meeting.  

2. Methodology  

The study is based on the comparative analysis of various political parties' manifes-
tos about social security of the elderly population. All the manifestoes have been 
collected from the websites. The other resources such as the books, articles, reports, 
documents published nationally or internationally have also been collected for the 
purpose of the study. Besides, the elderly people residing in the Kathmandu valley 
were interviewed. There are many political parties who issued manifestos but only 
five political party’s manifestoes are analyzed here which were considered major. 
The five political parties whose manifestos were studied includes- Nepali Congress, 
Nepal Communist Party (UML), Nepal Communist Party (Unified Socialist), 
Rastriya Prajatantra Party, and, Peoples Socialist Party. The manifestoes were 
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analyzed based on different aspects related to elderly persons such as healthcare, 
financial security, transportation, old age homes, elderly abuse, etc.  

3. Findings and Discussion  

The manifestoes of Nepali Congress, CPN-UML, Rastriya Prajatantra Party, 
CPN-Unified Socialist and People’s Socialist Party were analyzed on the basis of 
five aspects such as healthcare facilities, financial security, old age homes, transpor-
tation facilities and prevention of elderly abuse. These aspects are presented in table 
1-4. 

Healthcare services 

The first aspect involves healthcare services. Since health is one of the fundamental 
rights of the citizens enshrined in the constitution of Nepal (2015), all the political 
parties are committed towards providing effective health care facilities to the senior 
citizens either at their household or at the service centers. The major political party, 
Nepali Congress has promised for free health insurance to citizens above sixty-five 
years, regular health check-up, and expansion of health insurance and availability 
of the medicines at their household for those who are incapable of reaching at the 
health care centers. Similarly, the opposition party, CPN-UML is committed to-
wards providing free health services to the senior citizens in their households and 
introduces a more modern approach with a proposal of digital health cards. On the 
other hand, Unified Socialists mentions integration with traditional health systems. 
Moreover, it has stated to provide free health treatment for all diseases except com-
plicated ones such as heart, kidney, lungs, liver related diseases and diseases requir-
ing surgery.  

The Hindu Nationalist Party of Nepal, Rastriya Prajatantra Party (RPP) has shown 
concern towards the senior citizens health and promised to provide free and com-
pulsory health insurance to all and the management of basic health check up every 
once in a month for senior citizens. Moreover, it has also made a commitment to 
provide a monthly health treatment allowance for those citizens suffering from can-
cer, kidney diseases and spinal injury. Furthermore, it has a commitment to provide 
mobile health camps in the rural areas. Similarly, the People’s Socialist Party like 
other parties is committed towards providing free health facilities to the senior cit-
izens above sixty-five years of age at the municipal level. However, detailed imple-
mentation strategies such as allocation of the budgets, staffing for healthcare ser-
vices has largely been ignored in most of the manifestoes. 
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The comparative analysis of different political parties’ manifestos on healthcare 
services showed that they have placed special attention to address the issues related 
to elderly health. It cannot be ignored that health is the fundamental right of the 
people and an essential infrastructure for development. However, promising in the 
manifesto does not ensure its effectiveness unless it is translated into reality. First, 
the program has to be reflected in the government’s annual policies and programs 
which serve as a basis for planning the budget for the next fiscal year. The annual 
policy and program 2022/23 has already been presented at a joint meeting of both 
the houses (The House of Representatives and The National Assembly). It has to 
be first approved by both the houses before presenting the budget for the next fiscal 
year. The government budget for the fiscal year 2022/23 was committed for the 
development of an effective health system for coping with any kind of pandemic. It 
has ensured the fundamental right of citizens to obtain basic free health service and 
has guaranteed distribution of ninety-eight types of medicines free of cost targeting 
mostly to poor elderly citizens. However, the implementation of this initiative has 
been highly criticized for its lack of fairness in distribution (Shrestha et.al, 2021). 
Moreover, the elderlies are unaware about the insurance program of the govern-
ment as they are still paying money for getting the health services and other medical 
facilities (Interview, 2024). The government was committed to establish additional 
twenty senior citizens wards at the central and provincial level for providing spe-
cialized medical services to the senior citizens (Budget Speech, 2022). Further, all 
the citizens including senior citizens suffering from kidney related disease, cancer 
and spinal injury will get monthly five thousand rupees as medical treatment allow-
ance for which the government has allocated 1.5 billion rupees. Moreover, the gov-
ernment committed that arrangement to be made for convenient health services to 
senior citizens by provisioning geriatric wards in all hospitals. Telemedicine services 
to be operated in at least one federal hospital and at least two other hospitals of 
each province (Government of Nepal, 2024). Here, a specialized medical service 
mentioned in the government speech seems ambiguous. What does a specialized 
medical service mean? It should be clear to implementers as well as to the target 
beneficiaries otherwise conflict may arise in the process of implementation. Mat-
land (1995) argued that there could be ambiguity of goals and ambiguity of means 
in the policy and the likelihood conflict between decision makers and Implementers 
in the implementation process or the degree of ambiguity inherent in a policy di-
rectly affects the implementation process in significant ways- influences the ability 
of superiors to monitor activities, the likelihood that the policy is uniformly under-
stood across many implementation sites, the probability that local contextual fac-
tors play a significant role, and the degree to which relevant actors vary sharply 
across implementation sites.  
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It is a great support and a good initiative of the government for those who cannot 
afford the healthcare services also ensuring citizen’s right to live. Studies have 
shown that some proportion of the elderly do not utilize health services because of 
high out-of-pocket health expenditure and lack of regular screening of health and 
only few persons are trained in elderly health care and few hospitals are elderly 
friendly (Acharya et al., 2019). Moreover, the report published by Nepal Health 
Research Council identified difficulties faced by the chronic kidney disease patients 
while seeking the services as they have to look for private centers at their own ex-
pense when the machines at the service providing hospitals were under mainte-
nance or were not working (Karki et al., 2017). Furthermore, it involves both med-
ical costs as well as non-medical costs such as diagnosis, lab tests, transportation 
costs etc. which add extra burden to the patients and the provided amount by the 
government as treatment allowance seems insufficient. Providing subsidies on food 
and lodging and discounts in transportation might be helpful. Provision of discount 
in public vehicles through privileged cards has been effectively implemented. Dif-
ficulties have also been observed in keeping accurate data of cancer patients as the 
people use multiple locations for diagnosis and treatment. The country has entered 
into federalism, but there is a lack of population-based cancer registry coordination 
bodies at the provincial and local level (Nepal Health Research Council, 2018). 
This makes it difficult to identify who really needs the services and who have re-
ceived the service. Moreover, some of the elderly people who are living in old age 
homes are deprived of identity which limits them to enjoy the benefits such as old 
age allowance, and others provided by the state (Interview, 2024).  

The number of geriatric doctors for more than twenty-nine lakh population of the 
elderly is only nine (Ageing Nepal, 2023). In the absence of geriatric specialist, sen-
ior citizens face difficulties in their treatment. Establishing senior citizen’s wards in 
the hospital does not necessarily ensure that they get better treatment unless there 
is availability of a higher proportion of qualified geriatric doctors and nurses. Not 
only the government, but also the unawareness of the citizens has posed the elderly 
population in a problem. The different political parties were committed to provide 
healthcare services to the elderly households but their commitment remained only 
on paper as based on the view of participants - none of the doctors, nurses or med-
icines were available at their household and no regular health checkup (Interview, 
2024). This shows a mismatch between commitment and delivery. Although health 
care-facilities have been prioritized in different political parties' manifestoes, trans-
lating their promises into reality seems infeasible without proper mechanisms to 
address these issues.  

Party Commitments on healthcare services 
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Nepali Con-
gress 

• Expansion of health insurance coverage for elderly per-
sons above 65 years 

• Commitment to provide health services free and regu-
larly at their households  

• Distribution of identity cards for elderly persons to get 
prioritized services 

CPN-UML • Free health service at elderly household 
• Digital health card 
• Geriatric care in local hospitals 

CPN-Social-
ist 

• Free health care services to all diseases except compli-
cated one such as heart, kidney, lungs, liver and diseases 
requiring surgery 

• Elderly care health desks 
Rastriya Pra-
jatantra 
Party 

• Free and compulsory health insurance to all 
• Basic health check-up every once in a month 
• Monthly health treatment allowance for cancer, kidney 

and spinal injury 
• Mobile health camps in the countryside 

People’s So-
cialist Party 

• Free health facilities for elderly above sixty-five at Munic-
ipal level 

• Health care vis mobile clinics 

Table 1: Commitment of Political Parties about Health Care for the Elderly 

Financial services 

The next consideration is about the financial security of the senior citizens in the 
political party’s manifestoes. Financial security provides a basis for healthy ageing. 
As the population aged sixty-five and above is expected to increase in all regions of 
the world, the global figure of 9.3 percent in 2020 is projected to reach nearly 16.0 
percent in the year 2050 (UNDESA/PD, 2020). The elderly population in Nepal 
is growing steadily at the rate of 3.77 percent which is three times higher than the 
annual population growth rate (1.35 percent) during 2001 to 2011 which was only 
1.96 percent in the year 1961 (CBS, 2014).  

The comparative analysis of five different political parties’ manifestos for local elec-
tion 2022 on the financial security demonstrates that all parties support for the con-
tinuation and efficiency of old age allowance system via digital or bank-based pay-
ments. Nepali Congress promises to provide old age allowance for senior citizens 
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above sixty-five years of age and also health treatment allowance. Similarly, CPN-
UML, has promises to provide old age allowances at the household of weaker sen-
ior citizens. In the manifesto of CPN-UML for local election 2017, the party has 
made a commitment to increase the social security allowance for senior citizens to 
Rs 5000 per month. However, at present, senior citizens are receiving only Rs 4000 
per month as the social security allowance. A populist type of approach has been 
observed in their manifesto - making big promises without assurance of implemen-
tation and no revision of the promises that they had made in the last election. 

CPN, Socialist party, promises to provide additional support to the marginalized 
elderly persons. Similarly, Rastriya Prajatantra Party promises to link allowance 
with inflation and advocates for timely payments of allowances while People’s So-
cialist Party suggests about the grass roots micro pensions concepts. Old age allow-
ance should be provided to the elderly in order to cover their daily expenditures 
and ease their life. This has been realized by the government of Nepal in the pre-
vious year and increased all types of social security allowance by thirty three percent 
and the monthly allowance for elderly persons has been increased to four thousand 
rupees as government has allocated Rs 116 billion for the purpose of social security 
allowance (Budget Speech, 2024/25). Increasing the social security allowance is the 
responsibility of the government and this is the right of the citizens. For those who 
are deprived of family care, the old age allowance has helped them to lead a com-
fortable life at old age (Interview, 2024). Nearly ninety percent of the elderly pop-
ulation benefited from the social security allowance who spent more on medical 
treatment followed by food, clothing and household activities (MoWCSC, 2021). 
Based on focused group discussion conducted by the Ministry of Women, Children 
and Senior Citizens, findings revealed that there are no procedural complexities in 
obtaining social security allowances in both places having banking or no banking 
facility. The interview with a few groups of the elderly also suggests that they get 
an allowance easily without unnecessary hassles and they were satisfied with it as 
the government has prioritized the elderly in the national plans and policies (Inter-
view, 2024). Besides rupees four thousand, the respective wards of Kathmandu 
Metropolitan City and Lalitpur Metropolitan City are providing additional twelve 
thousand rupees and ten thousand rupees annually as festival allowance (Interview, 
2024). They were happy with the social security allowance program but at the same 
time they opined that the amount is insufficient as it is just covering the health 
expenditure; so, they expect the government to increase the allowance (Interview, 
2024).  

Party Financial services  
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Nepali Congress • Commitment to provide old age allowance above 
sixty-five years of age in a timely and transparent 
manner 

• Commitment to establish a unified database of 
beneficiaries to avoid duplication 

CPN-UML • Life cycle social security since childhood to old age 
• Transparent digital allowance system 
• local level social security desk 

CPN-Socialist • Digital transfer of elderly allowances 
• Provide additional support to marginalized elderly 

persons 
Rastriya Prajatan-
tra Party 

• Distribution of allowances in a timely manner 

People’s Socialist 
Party 

• Distribution of allowances via banks 

Table 2: Commitment of Political Parties towards Financial Security for the 
Elderly 

The finance minister delivered a budget speech for the fiscal year 2022/23 and 
announced that the age of the senior citizens receiving social security allowance 
under social security program is reduced to sixty-eight years from seventy years 
(Budget Speech, 2022). Since then, the elderly people are getting allowance at the 
age of sixty-eight. According to the Central Bureau of Statistics, the number of 
senior citizens above sixty-eight years was 18,27,000 in the year 2021. About thirty 
six percent of the social security amounts have been spent in old age allowance 
which accounts for 66 billion rupees. According to the Department of National ID 
and Civil Registration, the senior citizens receiving an allowance of Rs 4000 
monthly who have completed seventy years are 12,70,000 and citizens from Kanali 
region receiving Rs 2660 per month are more than 21,15,000 (DONIDCR, 2021). 
The life expectancy of Nepalese has increased to more than seventy years but the 
age limit of senior citizens receiving old age allowance has been reduced to sixty-
eight years from seventy which is technically not feasible in the long run as it adds 
financial pressure on the part of the government.  

Old age home, meeting centers and clubs 

The older people always want to live with their family members but it is not possible 
in some instances, some may not have a family, those having a family may have 
problems like the family members have to go to work and do not have sufficient 
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time for maintenance and care of elderly parents. However, the Senior Citizens 
Act 2006 mentioned that the rights of the elderly should be ensured and has also 
compelled the family members to take care and maintain the elder parents based 
on the economic status and social prestige of the members. (Senior Citizens Act, 
2006). The family may not be socio-economically strong enough to bear the cost of 
care at the expense of their children and career, and, even if they are socio-eco-
nomically strong may have some personal values and priorities (Acharya, 2008). In 
such a situation old age home, visiting or meeting centers for elders and clubs be-
come the only support system for senior citizens.  

Old age homes, clubs and visiting centers may be required for the elderly persons 
to share their feelings to move away from loneliness caused by nucleation in the 
family structure. Realizing this, the establishment of the community managed old 
age homes appears in all the manifestos and all five parties propose elderly clubs 
and visiting centers at the ward or municipal level, linking cultural or recreational 
program to promote active and dignified aging. Nepali Congress and CPN- UML 
commit for the establishment of elderly homes via state facilitation or public private 
partnerships, without robust implementation framework. Records and evidence 
suggest that the origin and development of old age homes of a kind started in 1938 
B.S in Nepal but its actual establishment was made in 2030 B.S (Acharya, 2008). 
Nepal has shown interest from the side of Non-governmental organizations and 
private sectors only when the UN declared 1999 A.D as the international year for 
the elderly (ibid). Later on, the government realized the need for the maintenance 
and care of the senior citizens and started to allocate a budget for addressing the 
issues related to senior citizens. The Ministry of Women, Children and Senior Cit-
izens is the recognized organization involved in the formulation of plans and poli-
cies related to elderly people and for the coming fiscal year the government has 
allocated 116 billion rupees for this ministry (Budget Speech, 2024/25). Progress 
has been made in the establishment of old-age homes, daycare centers and visiting 
centers. Among the 753 local units, 211 have already established daycare centers 
and visiting/meeting centers for elderly people (MoWCSC, 2020/21).  

 

 

Party Old age homes, meeting centers and clubs 
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Nepali Congress • Commitment to establish community- managed 
old age homes 

• Allocate local budget for the maintenance and 
staffing of elderly homes 

• Commitment to set up senior citizens clubs and 
meeting centers at local levels 

• Initiatives to foster connections between genera-
tions and support cultural transmission 

CPN-UML • Committed to establish old-age homes visit-
ing/meeting center in each ward via Public Private 
Partnership. 

• Coordinate with NGOs 
• Cultural and recreational programs 

CPN-Socialist • Commitment to establish old-age homes supported 
by local governments 

• Establishment of ward level clubs and perform reg-
ular social activities 

Rastriya Prajatan-
tra Party 

• Establish elderly homes in each districts 
• Promote cultural heritage for elderly persons 

People’s Socialist 
Party 

• Commitment to establish old-age homes 
• Community based elderly shelters 
• Establish clubs for elders to promote community 

connections 

Table 3: Commitment of Political Parties towards Old Age Homes, Meeting Cen-
ters and Clubs for the Elderly 

Transportation Facilities 

It becomes very difficult for the older people to travel from one place to another 
either for getting allowance or medical facility or any other purposes because of 
scarce financial resources. Some sort of security must be provided by the state so 
that they could travel comfortably without financial burden. Almost all parties have 
made commitments regarding concessions in the transportation and elder- friendly 
infrastructures. Peoples Socialist Party and Rastriya Prajatantra Party promises to 
provide free travel to religious, touristic and panoramic sites within the country. 
Based on the view of some elderly, they have not traveled at free of cost to any place 
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within the countries, however , the fifty percent concession of elderly in transpor-
tation has been effectively implemented since a very long time (Interview, 2024). 

Party Transportation Facilities 
Nepali Congress • Work with public and private sectors to provide 

subsidies in transportation and develop elderly 
friendly safe walkways and public transport stops. 

CPN-UML • Elder-friendly transport stops and concession in the 
transportation 

CPN-Socialist • Free travel to religious, touristic and panoramic sites 
within the country 

• Develop paths accessible to elderly persons 
Rastriya Prajatan-
tra Party 

• Work with public and private sectors to provide 
subsidies in transportation and develop elderly 
friendly safe walkways and public transport stops. 

People’s Socialist 
Party 

• Elder-friendly transport stops and concession in the 
transportation 

Table 4: Commitment of Political Parties about Transportation Facilities for the 
Elderly 

Senior citizens Abuse 

In Nepal, a total of 1,068 older people consisting of 691 male and 377 female were 
abused within a period of six years from 2012 to 2017 (Thapa, 2018). Only one in 
twenty four cases or 4 percent of elderly abuse has been reported globally as per 
UN report, 2017 which means that 25,000 elderly people were abused over the 
period of six years in Nepal, an average of more than 4,000 per year (Thapa, 2018). 
Similarly, reported cases of different kinds of elderly abuse (physical, psychological, 
financial, sexual and neglect) within a period of four years from 2018 to 2021 was 
944 and the death rate of elderly persons after abuse was 851 (Ageing Nepal, 2022). 
This figure shows that elderly abuse is growing in Nepal which cannot be neglected 
and needs urgent attention from the part of the government. Elderly abuse occurs 
when people go against the deeply rooted cultural values of obedience, devotion 
and care towards one’s parents and these may sometimes remain unreported in the 
name of preserving family prestige. This is a serious issue and the most underde-
veloped area; all the political parties mention about awareness programs, legal sup-
port and redress mechanisms. Rastriya Prajatantra Party, though not strong on 
enforcement, focuses on moral and cultural educations to promote respect towards 
elderly persons. However, there is no clarity on coordination with police, judicial 
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bodies or social workers to address the cases of abuse. CPN-Socialist have promised 
for the management of regular monitoring from the municipal level to see whether 
the senior citizens are living with adequate maintenance and care from their family 
members or not.  

4. Discussion 

As manifestoes are the commitment made by the different political parties before 
the election about their vision, plans and policies just to attract the voters to choose 
a particular party but the manifestoes did not get implemented properly. Manifes-
toes, although read by only a small population, form a major point of departure for 
launching any election. Preparing the manifestoes does not necessarily ensure that 
it would get implemented at once because, first of all it should be recognized in the 
government’s annual plans and programs which should be also reflected in the na-
tional budget. The government has presented the annual plans and programs 
2024/25 to the joint session of both the houses (The National Assembly and The 
House of Representatives).  

When the livelihood and healthcare of the elderly population is so much dependent 
upon government assistance, voting by them becomes very important. In the 
United States, seniors are a tempting campaign target, particularly because they 
are potentially swing voters not committed heavily to any party (Binstock, 2007). 
The other cause is that the seniors turn out to vote at a higher rate than do other 
members of other age groups (ibid). If a candidate wants to win, they would better 
pay attention to the issues of elderly population (Bunis, 2018). In Nepal, as part of 
the poll campaigns, political parties would favor the senior citizens by conducting 
various programs in their honor a few days before voting to take place. This makes 
the senior citizens think whether the political parties are campaigning only for elec-
tion purposes to win the heart of the elder voters or really want to translate their 
promises or to work in their favor. After winning the election; they would ignore 
the issues of the elderly and this has been widely adopted by various political parties 
of Nepal since a very long time. If parties are really serious about the issues of the 
senior citizens, then they should have consulted them to make the manifesto real-
istic. As manifestoes are prepared without proper study and consultation, they have 
only become the tool for election campaigning.  

Now-a-days, older voters are becoming more aware than they were in the past and 
can easily understand the vested interests of political parties that make them rethink 
and identify the better candidate to vote for. In the last election manifesto, 2017 
CPN-UML was committed to increase the old age allowance to Rs 5000 but still 
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the seniors above seventy years are receiving Rs 4000 and seniors above sixty of 
Karnali regions are receiving Rs2660 as a monthly allowance which has been ini-
tiated by UML- led government since 1994 with only Rs 100. This shows a mis-
match between the promises and the delivery. Given the growing necessity to im-
plement other schemes related to social security based on manifesto, constitution, 
national and international commitments, the expanding payment requirement 
may add extra pressure to the budget- non-contributory social security schemes will 
not be sustainable in a few years' time (Khadka, 2017). Some of the senior popula-
tions are still deprived of the facility provided by the state because most of the senior 
citizens particularly from the Muslim community clearly lag in citizenship acquisi-
tion rate relative to other religious groups (Gurung &Khatiwada, 2015). Moreover, 
based on the views of some other elderly people residing in old age homes, lack of 
identity makes them deprived of some benefits provided by the state 9Interview, 
2024). 

The government of Nepal has realized the need for an effective organization to 
address the necessities of the elderly people but it is very difficult to translate the 
decision into reality. It is concerned with few welfare programs such as providing 
allowance and health care facilities but the evidence showed that the allowance has 
not been enough to meet the health care of the senior citizens as the health institu-
tions and care providers are privately owned or profit oriented (Shrestha et.al, 
2021). Once they become profit oriented, less time and effort will be concentrated 
towards maintenance and care of the elderly population. 

5. Conclusion 

Manifesto is a guidebook for voters to know about the commitment of a particular 
political party which also helps voters to make a rational decision on whom to vote 
for. Different political parties have issued their manifestoes but, in this study, as-
sessment of only five political parties' manifestoes has been done, three from coali-
tion government, one from CPN-UML and one from Hindu Nationalist Party - 
Rastriya Prajatantra Party. Political party’s manifesto is important because it dis-
plays or gives ideas about how much they care for citizens. The manifestoes have 
been assessed based on five factors- health care services, financial security, trans-
portation, old age homes and elderly abuse prevention. All the political parties have 
prepared attractive manifestoes showing care for senior citizens but the overall re-
sponsibility goes to the winning party. The elected representatives should be re-
sponsible and accountable towards the citizens; they should translate the promises 
made before the election. The analysis showed that the senior citizens were 
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prioritized in the annual policies and programs of the government and have also 
been included in the national budget with the allocation of a certain amount of 
money for the maintenance and care of the elderly. This clearly shows that different 
political parties and the government are prioritizing older people so that they can 
lead a comfortable life. Based on the view of some elderly, few welfare programs 
such as the old-age allowance, concession in transportation have been found to be 
effectively implemented. In addition, the services provided by the old age homes 
were satisfactory. However, many of the elderly are unaware about the free health 
insurance program launched by the government. In addition, they don't know 
where to complain if they get abused by family members (Interview, 2024). There 
are many unreported cases of abuse in the name of preserving family prestige and 
also due to the lack of hope in the Nepalese legal system. In this situation, a strong 
mechanism of monitoring is essential to check whether the older people are kept 
with adequate maintenance and care or not from the family members. This clearly 
shows that the elderly population did not realize the benefits as committed in the 
political party’s manifesto. Senior citizens were sometimes used as an instrument 
for election campaigns because the majority of the elderly population cast a ballot 
after the assessment of the manifesto as they are becoming much more aware then 
they were in the past. 
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Abstract 

Administrative reform in Nepal has been a continuous process aimed at promoting administrative 
efficiency, effectiveness, transparency, accountability, responsiveness, through restructuring policy, 
structure, and adopting new administrative norms, values, technology. The set up of the ancient 
administrative system in Nepal was based on centralized, hierarchic and rigidity which also had 
negative effects such as corruption, maladministration, political patronage, nepotism, favoritism. 
A number of efforts were made to make the effective administrative system adopting various 
conceptual and theoretical development in this field. This article examines the theoretical founda-
tion in line with the efforts made through administrative reform in Nepal. The study also reviews 
the implementation of recommendations given by different reform commissions in Nepal. It is 
based on historical research design and relies on secondary data collected from books, research 
article, legal provisions, government report, and the archives. Findings revel that such efforts 
contributed for improving in administrative structure, service condition and power sharing through 
decentralization, however, practical application is very challenging due to political interference, 
nepotism, favoritism, status quo-oriented behavior, corruption, redtapism, buck passing nature. 
This is mainly due to lack of professionalism, neutral competencies, meritocracy, political com-
mitment, ethical culture, technology friendly administration, citizen centric administration to 
ensure effective, efficient, responsible, transparent and accountable administration. 

Keywords: Administrative Reform, NPM, e-Governance, Decentralization, Meritocracy, 
Foundation 
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1. Introduction 

Public administration is a dynamic subject which is evolving continuously around 
politics, administration, business, economy and social behavior. public admin-
istration has moved from traditional hierarchical based, rigid, bureaucratic ap-
proach to new public management, new public service and new public govern-
ance each of these has significant impact in the administrative reform (Acharya, 
2024). Administrative reform refers to the process of making changes and im-
provements to the structure, functions, and processes of government agencies and 
institutions. The goals of administrative reform are often to enhance efficiency, 
effectiveness, transparency and accountability in the delivery of public service. 
According to Caiden (1968) administrative reform is the artificial inducement of 
administrative transformation against resistance. It is artificial because it is 
manmade, deliberate, and planned. It is not natural, accidental or automatic (As 
cited by Ghimire & Ashraf, 2016). There are many terms which are used to spell 
out the meaning of administrative reform such as: administrative change, admin-
istrative modernization, administrative development, administrative innovation, 
administrative reorganization, downsizing government, right sizing government, 
reengineering government Since the formation of states in the past, the govern-
ment required capable and efficient administration to maintain law and order, 
extract necessary resources, protect the country from external aggression and 
enhance physical boundaries.  

After the second world war, a number of states were free from colony in Asia, 
Africa, and other countries. At this moment, these new states and newly inde-
pendent states have to attain the goal of economic development, social reforms, 
nation building and internal harmony, security etc. But fulfilling the several points 
raised by the leader during the struggle for freedom was impossible for new 
government to fulfill. The working hand of government (administrative System) 
was inadequate and incapable to meet the challenges. Therefore, this situation 
emphasized on reforming the administrative system in the changed context. The 
impetus of administrative reform was experienced since the 1853 reformed 
movement started by the UK, and the major reforms initiated by the US gov-
ernment in 1883. The Scientific Management Movement developed new tech-
niques and inspired the western governments to eliminate waste, improve output, 
maintain financial requirements and maximize resource utilization (Taylor, 
1911). Ultimately, there emerged the human relation approach in administration. 
The external inducements towards the administrative reform provided a flow of 
assistance for administrative modernization and transfer of technology and insti-
tutions.  
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Besides, Development administration, Comparative Public Administration, New 
public Administration etc. have urged the administration to reform so that the 
administrative system would be able to meet the needs and aspirations of people. 
In more recent time there are some of the recent trends in public administration 
i.e. NPM (the leading themes have included privatizing state institutions, reducing 
the size of bureaucracies, building management capacity and promoting greater 
accountability) NPS, (focused on people`s participation in administrative mecha-
nism, and citizen friendly administration), NPG (focused on networking govern-
ance) Administrative reform has certain trends across the world society i.e. Policy 
reform, Structural reform, Functional reform/procedural reform, normative 
attitudinal reform. The administrative basically focus on an existing universe of 
public administration and seek to deal with government-wide problems (Rana, 
n.d.). The main purposes of administrative reform are to minimize bureaucratic 
inefficiency, building administrative capability, identify the reasons behind the 
market failure and addressing the issues emerged due to market failure.  

Maintain social stability and addressing the problem of unemployment are also 
major purposes of administrative reform. Administrative reforms are necessitated 
for meeting demand and expectations of people, Fulfilling the political demands 
and supports, ensuring democracy and people’s participation, inducing new 
values and norms, Institutionalizing the government bureaucracy, giving multi-
dimensional role to bureaucracy. political leaders, expert and academicians, 
bureaucrats, consultants and experts are responsible for the administrative re-
form. Historically Nepal has unitary government system based on monarchy. 
Highly centralized administrative system dominated by hierarchy, authority 
driven, top-down, rigid, status quo oriented, political patronage, corruption, weak 
accountability, nepotism, favoritisms, due to this all-bad administrative culture 
the concept of administrative reform was emerged as response to the changing 
political, economic, social and culture scenario of the country.  

This article is based on historical design by reviewing a number of published and 
unpublished research works such as books, articles, monographs, etc. The analysis 
is made on the basis of recommendation of reform commission against the im-
plementation of such recommendations. There is also discussion on the effective-
ness, efficiency, trends, challenges and practical applications regarding adminis-
trative reform in Nepal. The information is mostly generated from secondary 
sources reviewing research articles, books, legal instruments, government reports 
and policy documents. 
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2. Literature review on administrative reform 

The administrative systems of different nations differ because of their cultural 
orientations. Administrative systems operate in their environment consisting of 
the historical, socio-cultural, economic and political factors (Rana & Gautam, 
2026). Administrative reform refers to the change in administrative structure, 
policy, procedure, norms, values, which ultimately enhances efficiency, effective-
ness, accountability, transparency, in public sector. It also focuses to reform in 
relation with individual, groups and institutions in the public affairs domain. The 
areas of reform regarding individuals focuses on attitude, values, enhancement of 
capacity building, skill development, and their motivating, Reform also covers the 
areas such as leadership, roles, status, dynamics and communication. It also 
focuses on the development of institution with covers decision making, organizing 
structure, procedure etc. (Acharya, 2024). In the past background of Nepalese 
administrative system was highly featured with hierarchy based, rigid, top-down 
authority driven, rule, regulation based, power oriented, status quo-oriented 
behavior. As a result, flexibility and discretion was almost absence. Rather suf-
fered from politicization, corruption, maladministration, procedural complexity 
weak cooperation, coordination, negotiation participation, and poor service 
delivery. However, demands of administrative reform and effective governance 
has demanded over the time particularly introduction of federal democratic 
republic in Nepal. In this context academics as well, the practitioners have em-
phasized the need for administrative reform through restructuring, capacity 
building, decentralization and door step governance in the federal context of 
Nepal.  

Application of different theories with regards to administrative reform in Nepalese 
administrative system can be explained in different literatures. Bureaucratic 
theory as developed by Max Weber in the 1920s regarded as classical approach of 
public administration focuses on hierarchy, rule, regulation based, merit based, 
neutrality, classification of personnel, work division, written decision, career 
development opportunity, job security (Weber, 1922). Nepalese administrative 
system has highly influenced this bureaucratic theory by creating a number legal 
instruments focusing personnel system, decentralization, procedural improvement 
etc. However, in the context of Nepal scholars argue that more hierarchy based, 
rigid, top-down authority driven, excessive proceduralism, centralized, rule, 
regulation based administrative system should be reformed to make efficient, 
flexible, discretion, result oriented, decentralized, participative particularly on-
ward 1990s.  
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New Public Management (NPM) was emerged on the basis of two sorts of theo-
retical foundation i.e., Managerialism and Economic theories. The NPM advo-
cates about efficiency, outsourcing, deregulation, discretionary power, result 
orientation, productions orientation, performance-based pay, performance-based 
promotion and job rotation, privatization, profit motive, lean and thin adminis-
trative structure (Osborne and Gaebler, 1992). Nepal has focused on privatiza-
tion, e-governance, decentralization, administrative restructuring, performance 
evaluation. Despite the adoption of these new practices in administration there 
are certain administrative culture in the Nepalese administration due to political 
interference and bureaucratic hurdles.  

Good governance theory emphasizes upon the transparency, accountability, rule 
of law, participation, constitutionalism, responsiveness, efficiency, effectiveness 
(UNDP, 1997). In federal Nepal there is decentralization of power, and resource 
from central to local level through delegation, de-concentration and devolution to 
make governance participative, efficient and effective. There are so many legal 
provisions in Nepal regarding participation, transparency and accountability 
which ultimately enhance the good governance.  

As per the institutional theory there are two types institutions i.e. formal (govern-
mental rule, regulation) and informal institutions (social norms, values, and prac-
tices). These both institutions shape administrative behavior (North, 1990). Nepa-
lese administration is influenced by informal institutions. Which weaken 
meritocracy, and obstruct the reform implementation. Administrative reform 
therefore not only require the structural change but also the change in the bu-
reaucratic culture.  

New Public Service (NPS) was emerged as a theoretical approach to response the 
limitations of traditional public administration and new public management 
(Denhardt & Denhardt, 2000). NPS emphasizes people`s supremacy. It focuses on 
people`s participation, accountability, and seeking public interest. In the context 
of Nepal, the relevancy of New Public Service has increased after the adoption of 
federal system. Inclusion, citizen engagement in development, decentralization, 
participatory planning, public hearing are the practices of New Public Service 
adopted by Nepal.  

New Public Governance (NPG) was emerged as new paradigm shift in public 
administration. NPG emphasizes on collaboration, participation, negotiation, and 
cooperation among the different actors of governance i.e., government, private 
sector, nongovernmental organization and civil society (Osborn, 2006). NPG 
focuses on dispersion of power. Scholars argue that the government itself cannot 
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manage all public affairs but it has to make network with rest of the actors in 
governance. In the context of Nepal NPG is reflected through intergovernmental 
relation, decentralization, public private partnership, digital governance and 
participatory planning.  

3. Empirical review 

Studies conducted by the government of Nepal found that the decentralization 
enhanced transparency and accountability and empowered people through their 
participation in decision making and implementation. Ghimire (2019) conducted 
the research regarding administrative reform in Nepal. The study basically fo-
cused on administrative reform from the 1960s onward and found that due to 
political interference, bureaucratic resistance and corruption most reform com-
mission are failed to implement their recommendations about administrative 
reform.  

Kim (2017) analyzed the administrative reform during Nepal`s transition phase 
and found that the transition from unitary governance to federal governance 
system created reform needs to public administration. Another study by Gautam 
(2023) critically analyzed about local self-governance in federal Nepal and found 
that federalism play the significant contribution to local participation and demo-
cratic representation 

Bhul (2023) reviewed over the practice of affirmative action in Nepal and found 
that inclusion improved participation of the marginalized, backward and disad-
vantage people in bureaucracy. A study report by united nation`s development 
program (UNDP, 2019) found that local governments in Nepal are much more 
active in planning, budgeting, and formulating developmental programs and 
projects after federal democratic republic in Nepal.  

There are so many discussions and debate regarding administrative reform efforts 
in Nepal such as institutional restructuring, application of e-governance properly, 
simplification of service delivery, reduction of bureaucratic hurdles, adoption of 
new administrative norms and values from the global society. One of the key 
issues raised in different forums and discussions regarding administrative reform 
after promulgation of constitution in 2015 is on missing coordination and cooper-
ation among the three layers of government. 

Various scholars have discussed on the administrative reform in Nepal from the 
theoretical and empirical perspectives but several research gaps remain. Most of 
the studies primarily focused on the theoretical part however there is limited 
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research regarding the practical effectiveness and efficiency of administrative 
reform. Previous research emphasized on the political interference, bureaucratic 
resistance and corruption as barrier of administrative reform but not analyzed 
about the administrative culture, informal institutions and behavior patterns 
within the administrative mechanism influence over the administrative reform. 
Studies have highlighted about the reform efforts in current scenario but not 
explained details about the historical evolution regarding administrative reform in 
Nepal hence this research attempts to fill all of these gaps.  

4. Efforts of Administrative Reform in Nepal  

Historical evolution of Nepalese administrative reform can be studied in following 
chronological periods: 

Administrative features before 1951  

The practice of administrative reform in Nepal was started from the ancient 
period but the significant efforts emerged after the democratic movement in 1951. 
Basically, the administrative reform effort in Nepal started from Buch Commis-
sion in 1952. government formulated some of the reform commission over the 
period of time and every reform commission recommended in diverse field of 
administration.  

Since in ancient times in Kirat, Lichhavi, Malla and the Rana regimes, basis for 
administration was religion and ethics as well as tradition rather than systematic 
and scientific written legal provisions (Aryal, 2081). However, the Rana prime 
ministers tried some sort of improvement in administrative matters.  

Kirat – the first dynasty in Nepal ruled the country up to 2nd century as per the 
religious principle. In Kirat regime there was provision of administrative council 
which was known as Chumlung (ministers, military officers, representation of 
local people). The kings were assisted by Bhumlung. Kirat administration also 
focused on decentralized local administration through Thum and village. Gov-
ernance system was semi-democratic, community oriented, decentralized and 
welfare focused as well.  

The Lichhavi ruled during 2nd to 8th century had three tiers of government such 
as central, Visayas (as district level), and local, i.e., village/town administrative 
system. Religious principle and traditional practices were the main ideas for 
ruling the countries. King was considered the source of power for appointing 
council of ministers, army administration, and the justice system, etc. Institutions 
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like kuther, adda, mam chok, lingwal, Shuli etc. were established as administra-
tive and judicial bodies during Lichhavi period. As the main moto of administra-
tion was service delivery and justice to the citizens administration during this 
period was also considered as ‘golden age of ancient period. The administrative 
system in the Malla period was also somehow similar to Lichhavi period. The 
economic prosperity, social and cultural development during this period was quite 
developed. However, administrative institutions were not strong and division of 
the country created infighting among the Malla kings which displaced their 
regime.  

Most authority in state administration was limited to the king. In 1950, Bir Sham-
sher divided Nepal into 35 districts for administrative purposes. Chandra Sham-
sher established Shrestha School to train officials. Bhim Shamsher introduced 
Saturday as a holiday and set office hours from 10 AM to 4 PM. Juddha Sham-
sher created a military fund to provide pensions to military and civil employees.  

Soon after unification in 1769 of the country, the then Shah governments were 
overburdened to efficiently administered the expanded country. Recruitment of 
employees from Thar ghar (special six castes), pajani (annual screening of em-
ployees) and khangi (salary) system was employed to run personnel system. The 
country was divided into 12 districts. Due to the absence of systematic administra-
tive system and quarrelling of royal family members the absolute power from the 
king shifted to Rana prime ministers particularly after Kot and Bhandarkhal 
massacre in 1903. In Rana regime, administrative power was highly centralized, 
however, 35 districts were created in the country. Recruitment of employes and 
salary system was continued in Rana regime as it was practiced before. However, 
a number legal instruments such Ain, Sawal, and social codes were created.  

Administrative reform initiatives onward 1951 

Modern administrative initiatives started after over throne of Rana rule in the 
country. A number of commissions and committees has been formed and provid-
ed recommendations to reform traditional practice of administrative system in 
Nepal (Acharya, 2024). One of the first initiatives was creation of Public Service 
Commission in 1951 to institutionalize administrative system. the Civil Service 
Act was enacted in 1956 similarly in 1961 Nepal was divided into 14 zones and 
75 districts then it was divided into 4 development regions in 1972. Finally, Nepal 
was divided into 5 development regions in 1980 Civil Service Act 1992 and Civil 
Service Regulations 1993 were enacted. 
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In spite of different administrative reform, before democracy the bureaucracy was 
not effective nor efficient or transparent, the government still remained only with 
its vested interest (Ghimire & Ashraf, 2016). After the establishment of democracy 
in Nepal the government formed different commissions, they provided different 
recommendations regarding administrative reforms. which are explained below  

After political changes in 1951 with the promulgation of Interim Constitution in 
1951 the then government formed a three-membered ‘administrative restructur-
ing committee’ under the then chairmanship of M.N. Buch in 1952 (Ghimire & 
Ashraf, 2016) for providing a modern administrative system in Nepal (Aryal, 
2081). Key highlights of the recommendations of this committee were as follows: 

• Reducing the number of ministries 
• Creation of post of chief secretary 
• Necessity of civil service Act 
• Highlight the necessity of accounting and financial regulations 
• Need for administrative training  
• Not necessity of planning commission  
• Establishment of police office 
• Recruit senior official from India 
• Review salaries and benefits through public service commission  
• Appoint new employees only based on the recommendation of the public 

service commission 
• Implement decentralization policy 

As the Buch Committee’s recommendations were not fully implemented Tanka 
Prasad Acharya government formed another high-level another committee 
“Administrative Restructuring and Planning Commission’ in 1957 was formed 
under the chairmanship of then prime minister Tanka prasad Acharya. The 
recommendations provided by this commissions are given below (Bhatta, 2076). 
Some of the major areas of recommendation were: 

• Introduction of civil service rule regulation 
• Establishment of O and M office  
• Establishment of institute of public administration and training center 
• Necessity of national planning commission 
• There should be technical committee in every ministry 
• Need of district development committee and Bada hakim should be the 

chief of the committee 
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• Establishment of Nepal Rastra bank  
• Draft laws regarding employee service conditions and other necessary 

administrative laws. 
• Establish an Organizational and Management Survey Office under the 

Ministry of Finance. 
• Establish the Ministry of Planning and Development for plan formula-

tion. 
• Classify the recurrent and development budget  
• Initiate five-year development plans 
• Anti- corruption Act 
• Administrative procedure Act 
• Emphasize rural development program 
• Implement new pay scale 
• Initiate five-year development plans 
• Form subject specific service within the civil service  

In the changed context Panchayat Polity, the government had again constituted 
another administrative reform committee called “Administrative Reform Com-
mission” in 1968 to overview the role and functions of administration. The com-
mission was headed by the then Home Panchayat Minister Bedananda Jha. The 
main purpose of this reform commission was to provide necessary suggestions and 
recommendations to make the existing administration effective, efficient, and 
apparatus fast (Aryal, 2081). Major suggestions covered as: 

• Reducing number of ministries  
• Implement Position classification in the civil service 
• Unified civil service 
• Merge institutions with similar functions or operate them under a single 

management committee 
• Define tenure for first and special class employees 
• Consultation with public service commission 
• Detach the role of Bada hakim from panchayat 
• Adopt the principle of decentralization and treat zones and districts as lo-

cal administration units 
• Programmed budgeting  
• Do not assign technical staff to departmental administrative work 
• Implement code of conduct for employee 
• Reducing political role in personnel management  
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• Necessity of administrative court 
• Necessary of national planning council and prime minister should be the 

chief of the council 
• Initiate program budgeting  

Again another commission “Administrative Reform Commission” was formed 
under the chairmanship of the then Finance and General Administration minister 
Bhekh bahadur Thapa in 1975 (Pokhrel, 2076). The recommendations were as 
follows: 

• Organizational development 
• Reduce decision making levels while assigning proper authority 
• Integrate government institution 
• Allow lateral entry into civil service based on the recommendation of the 

public service commission  
• Procedural improvement 
• Institutionalize program based-budgeting  
• Improving financial administration 
• Establishing civil service training institute 
• Promoting regional service by establishing regional offices 

The focus of the recommendation was for making the administrative more profes-
sional and recommended two more ministries such as Mistry of Tourism and 
Ministry of General Administration.  

After re-establishment of democracy in 1990 the elected government formed 
Administrative Reform Commission was formed under the chairmanship of then 
Prime Minister Girija Prasad Koirala in 1991. Major highlights of the recom-
mendations of that commission were as follows: 

• Review over the Scope of government and loosen strict the government 
control 

• Establishing efficiency in service delivery 
• Make citizen charter mandatory 
• Reducing the role of NPC 
• Define tenure for special class employees 
• Improving budgetary system 
• The involvement of non-government sectors in service delivery 
• Reforming civil service 
• Implement an integrated civil service system 
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• Abolish the assistant secretary post 
• Allow lateral entry into the civil service 
• Introduction of job descriptions 
• Reduce the number of employees by 25% 

The commission was formed to make the administration capable and effective in 
fulfilling the demands of democracy and development (Aryal,2081). 

After settling down of the Maoist movement in 2006 the elected government 
again formed ‘Administrative Restructuring Committee under the chairmanship 
of the then Minister of General Administration Pampha Bhusal in 2008. The 
committee suggested to reform the administrative system as follows: 

• Make transparency in security organizations 
• Not to create new posts, to fill any vacancies in the Gazette unnumbered,  
• End impunity,  
• No political interference in administration 
• No political and trade union involvement in job promotion and rotation 

of personnel. 
• Implementing the machine-readable password 
• Peace and security will be given priority and proper management of nec-

essary resources will be made,  
• Establish certain service centers to bring basic services to the doorsteps of 

the people and keep them within one door system as much as possible,  
• To make citizen charter systematic and implement it compulsorily and 

inform the citizens, 
• To prepare the work descriptions of the civil servants and make each em-

ployee responsible for his/her work descriptions.  

The recommendation highlighted on transparent, inclusive and result-oriented 
administrative system.  

Again the government of Nepal has formed ‘Administrative Reform Suggestion 
Committee’ under the chairmanship of Kashi Raj Dahal in 2012. Following 
points are included in the recommendation.  

• Reducing the number of ministries to 18 
• Establish National planning commission by law 
• Strengthen sector such as education, health, and foreign affairs 
• Dissolve the regional offices 
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• There should be only one trade union 
• Remove provision for lateral entry 
• Emphasis on inclusion through reservation as well as empowerment,  
• Adoption of scientific and technology-based records management system,  
• Prepare and implement operation guidelines,  
• Review the foreign aid policy 
• Set the retirement age of employee at 60 years 
• Make the Nepal law commission effective 
• Form a temporary commission for the special protection of the Chure 

Region  

To make administration result oriented, dynamic, maintain good governance and 
transparency, introduce new values and principles  

The government reform often falls shorts of targets because strategies designed to 
advance administrative reforms fails to incorporate a sound implementation plan. 
Implementation rests on a solid understanding of the readiness of the system`s 
components (OECD, 1998). The government intended receiving some of the 
recommendations from different reform commissions to improve administrative 
system but could not implement properly (Ghimire & Ashraf, 2016). 

Reservation system introduced particularly after 2006 for women, indigenous 
peoples, Madhesi, Dalit, disabled, and marginalized regions seems making the 
administrative system inclusive and participative. At the state is restructured into 
three tier government system, public administration has been functioning at three 
levels: federal, provincial, and local through federal civil service, provincial civil 
service, and local service. Nepal’s public administration has been moving towards 
merit-based by employing principles of good governance,  

5. Result and discussion 

Administrative reform in Nepal has been a continuous process of reform even 
from ancient period to present time. It is shaped by political change, socio-
cultural transformation and global trends as well. Nepalese administrative reform 
from ancient period to present federal democratic republic has undergoes 
through significant changes in structure, policy, norms, values and procedures. 

Historically the administrative system was fused in structure i.e. a single structure 
used to carry out diverse functions, The previous practice of administration was 
highly centralized, bureaucratic, rigid, influenced by corruption, patronage 
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system, nepotism, favoritisms, Due to these negative characteristics of administra-
tion the administrative system was obliged to be changed and administrative 
reform efforts were made to ensure efficient, responsive, accountable, transparent, 
participative, democratic, citizen-centric , result oriented, administrative system.  

After the establishment of democracy in 1951 different reform commissions were 
formed. They made so many recommendations regarding administrative reform. 
The recommendations had given a number of practical suggestions focusing on 
civil service management, organizational restructuring, financial administration, 
capacity building, decentralization, improving service delivery, through transpar-
ency, and accountability with the adoption of new technology and administrative 
culture. Although many recommendations of reform commission were relevant 
and significant their implementation remained weak due to different reasons 
including corruption, weak state, bureaucratic inefficiency, status quo-oriented 
nature, political interference, lack of political commitment, and administrative 
neutrality.  

Theoretical foundations i.e. bureaucratic theory, new public management, new 
public service, new public governance, institutional theory, good governance 
theory provides important sources of literature review regarding administrative 
reform in Nepal. Bureaucracy focused on merit system, neutral administration, 
career system. New public management focused on the result, outsourcing, effi-
ciency, deregulation, discretion. Similarly new public service citizen centric and 
citizen friendly administration. New public governance emphasizes coordination, 
cooperation, co-construction, co-construction, dispersion of power, and network 
among government, private sector, civil society, and non-governmental organiza-
tions. Likewise institutional theory explains about the role of informal institutions 
over the administrative system. Overall, we can say that these theories play cru-
cial adoption in administrative system of Nepal.  

After the federal democratic republic in Nepal there is much more opportunities 
for local people participation in administrative mechanism and federalism also 
promotes inclusive governance and decentralized administrative system which 
ultimately facilitates door step services.  

6. Conclusion 

Administrative reform in Nepal has been continuous and significant process 
which aims to create an effective, efficient, accountable, transparent, result ori-
ented, citizen centric, responsive, and appropriate administrative system. Nepal 
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shift to federalism brought service delivery more localized, responsive, accounta-
ble, equitable, and accessible (Pokhrel, n.d.).  

Despite different reform initiatives practiced in ancient to present regimes various 
challenges such as nepotism, favoritism, corruption, political interference, weak 
administration still persists. After the federal democratic republic there are so 
many prospects of administrative reform i.e. decentralization, participation, 
inclusion, improved service delivery however, implementation is still weak. 
Though the local governments have become more active in policy making, deci-
sion making, resource mobilization, planning, budgeting, public private partner-
ship sustaining this achievement is challenging. Therefore, administrative reform 
should not only focus on reform in structure and policy but also should focus on 
changing administrative culture, promoting meritocracy and ethical behavior 
which will helps to make administration accountable, transparent, effective, 
efficient and result oriented. To maintain sustainability in administrative reform 
we should pay due attention to the strong political commitment, neutral admin-
istration, professionalism, and technology friendly administration.  
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Abstract 

Policy decision passes through a complex process as it is affected from a number of socio-economic 
and political factors. This descriptive article highlights the constraints in policy- decision making, 
namely political, economic, and socio-cultural constraints in decision making. This article reviews 
the theories of decision making of public policy. The article begins with introduction followed by 
discussion on constraints in decision-making. Finally, it includes the conclusion of the study. 
Literatures are drawn from international and national level for discussion purposes; however, the 
article eludes depth empirical research with detailed surveys. 
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1. Introduction 

The pioneer of public policy Analysis H. D. Laswell (1950) stated that policy 
decisions as projected program of goals, values and practices. Policy decision-
making devotes to actions taken within governmental settings to formulate, adopt, 
implement, evaluate, or change policies. Policy formation often overlaps with its 
decision-making process (Rana, 2014). Lasswell (1950) described policy decision 
making as a problem-solving process comprising the identification problems, 
gathering information, formulating alternative and making choices to realize 
specific goals and values.  Policymakers, in the democratic political system, for-
mulate policy options/alternatives considering the policy problems. Ideally, it is 
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the course that best addresses the problem of the public based on theories at the 
given time. Thus, decision-making stands as one of the important stages of poli-
cymaking. 

Multiple perspectives exist regarding decision-making methods. They range from 
rational, top-down perspectives to incremental and power-based ones. The ra-
tional model posits that decision-makers carefully filter their environment and 
dispassionately decision-makers side opportunities with inside qualities (Sapru, 
2011). It further assumes that decision-makers carefully scan their environment 
and objectively match it with maximum benefits (Anderson, 2003). By contrast, 
the organizational/institutionalism view emphasizes that even though these may 
be the intentions of individual actors, the design of the organization (in terms of 
structure and process) greatly influences what is perceived, encoded, and acted 
upon. Some scholars opine the organization as entangled in its inner complexity, 
with limited coping routines and a high degree of context sensitivity. On the other 
hand, incremental decisions largely focus on the small variations from present 
policies (Lindblom, 1976; Rana, 2014). The political view especially questions the 
intended collective rationality of actors and frames them as coalitional. Stronger 
groups will often enhance their power and interests at the expense of the minority 
or even the firm’s overall well-being (Allison, 1971).  

Constraints in decision making 

Policy/decisions emit and exist in societal and political phenomenon. Policies 
should resonate with the very societal howls and smiles/supports manifested 
through eclectic way.  However, several problems and constraints can arise 
during the decision-making process. A policy can yield the best results if it comes 
over given constraints from environment, specifically political, economic, and 
social. It is argued these constraints should be integrated into the policy formula-
tion process rather than be faced at the implementation stage. Policies are intro-
duced for the public and as a nation’s course of action, thus, it needs to come over 
widely prevailed constraints. Therefore, decision-makers should be aware of the 
diverse obstacles that can be encountered in the policy-making process. 

Many scholars argued that political and socio-economic conditions led to the 
emergence of sets of policy issues. The interplay of these elements affects the 
nature and destiny of policies. However, by the mid-1960s, Thomas dye and 
others in the United States concluded that cultural, political, and other factors 
were less significant for explaining the mix of policy decisions than were factors 
related to the economic condition (Sharkansky, 1971). However, today’s world 
appears to be a puzzle game containing numerous riddles. Addressing the public 
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policy problems and issues that originate in the level of development of society 
has also become more hazardous and controversial than ever. Thus, considera-
tion of all policy determinants/barriers in policymaking becomes essential than 
before for effective policies. Given this scenario, analysts and researchers need to 
lay adequate evidence and information on policy choices.  

Political constraints 

Policies get more often stuck due to political barriers. Such barriers exist and 
morph into many forms making the process complicated and linger. In decision-
making, a course of action, to be acceptable, must satisfy a whole set of political 
requirements, or constraints. Sometimes one of these requirements, or con-
straints, is singled out and referred to as the goal of the action. But the choice of 
one constraint from many is to a large extent arbitrary. For many purposes, it is 
more meaningful to refer to the whole set of requirements as the (complex) goal of 
the action. This conclusion applies both to individual and organizational decision-
making (Simon,1996). Given this reason, policy actors should be cautious and 
ultra-aware of the political constraints in decision-making. 

Policies can yield the best results if they overcome several constraints from the 
environment, especially political constraints. Political constraints mainly empha-
size the nature of politics and government. Scholars argued that political con-
straints should be integrated into the policy formulation rather than be faced at 
the implementation stages. Ambiguity and time constraints are facts of political 
life. Their ubiquity makes policy-making messy complex contestable and less 
comprehensible. Therefore, traditional models, seeing policy making as an exer-
cise in rational problem-solving, turn out to be unconvincing.  

Political factors including various actors significantly affect the policy alternatives 
(Reich, 1995). Policymaking is all about the exercise of politics in which numerous 
hidden and direct forces play roles. Public policymaking becomes a messy pro-
cess, in which circumstances, events, political dynamics, elected and unelected 
officials, as well as the public mood all, have equal possibilities to impact policy 
decisions (Almond et. al, 2011). This means that policymakers need to ensure that 
the initial set of policy alternatives that are subsequently submitted to the rough 
and tumble of politics has been generated through a systematic and analytical 
process relying on data and evidence (Mazo,2019).  

Furthermore, political culture affects the political feasibility of policy decisions. 
Political culture limits the choices valuable to public officials or policymakers. 
Decision-makers and citizens’ political culture also impacts policy choices. Com-
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pared to the levels of political cultures, participant political culture shape politics 
and policies than parochial political culture and subject political culture (Almond 
et. al, 2011). However, the latter plays a catalyst in creating political instability. 
Individuals and society nurture their own political culture that differentiates the 
values and lifestyles of its members from those of other societies. So, policymakers 
must consider the acceptance of particular policy decisions concerning society to 
gain political feasibility to ensure the legitimacy of decisions as well. 

Partisan ideology could also affect public decisions/ policies. Political ideas in 
defining the sorts of problems can determine policy agendas to policy decisions as 
well (King, 1973; Howlett & Ramesh, 2003). Different sets of ideas or ideologies 
can be constructed to have a significant impact on public policymaking (Chad-
wick,2000; George, 1969; Howlett & Ramesh,2003). The conflict of ideology 
escalates when making policies as the individuals concerned want their opinions, 
ideas, and choices as the best among others. Ultimately, ongoing and unsolved 
tension prolongs inviting complication. 

Principled beliefs and causal stories alter public policies decisions (Howlett, 1992). 
It means a problem can arise when identifying policy problem recognition and 
policy content too because of different beliefs and underlying realities (Fisher and 
Forster, 1993). However, the influence of causal ideas and beliefs is not automat-
ic. Although some scholars argued that some ideas become fashionable at specific 
times (Howlett & Ramesh, 2003). If there is synergy between ideas and the inter-
est of actors, then a policy decision can take place. 

Furthermore, John Kingdon (1984) suggests that characteristics of policy issues 
are concerned with the nature of political institutions and circumstances, and the 
development of policy solutions. In this way, that can lead to the opening and 
closing of windows of opportunity for policy decisions (Kingdon, 1984; Howlett & 
Ramesh,2003). He also states three sets of variables -streams of problems, policies, 
and politics- interact in decision-making. If there is no clear interaction among 
these windows, policymaking becomes more complex. Besides it, he further 
identified discretionary political window types with other types which assist in the 
predictability of decisions. 

Policy monopoly models also suggest how policy decisions are politically intro-
duced. The way policy actors engage in policy discussion, debate, and persuasion 
and their presentation of a variety of evidence and argument in support of partic-
ular positions can make a great difference in decision-making (Majone, 1989; 
Howlett & Ramesh,2003). Scholars Jones and Baumgartner view that specific 
subsystems gain the ability to mold the interpretation of problems and thus how it 
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is conceived and discussed among decision-makers. They further come to say that 
policy subsystem members seek to alter policy images/ discourses through several 
tactics (Howlett & Ramesh,2003).  

Moreover, the strategy adopted by decision-makers affects policymaking. Gener-
ally, the strategy adopted by them falls into two types. In the ‘downsian’ strategy, 
groups can publicize a problem to alter its venue by encouraging the public to call 
upon the governments to resolve it (Baumgartner and Jones, 1993; Howlett & 
Ramesh,2003). In the second type of approach, decision-makers involved in the 
policy subsystem that does not like the policies being developed or discussed by 
governments seek to alter the institutional arrangement within which the political 
subsystem expands their membership (Baumgartner and Jones, 1993; Howlett & 
Ramesh,2003. Hence, this way decision-making process can get stuck with a pile 
of turning points. 

Economic constraints 

Economic constraints exist as external factors that limit decision-makers to do 
what they want, and the factors are usually out of the control of the decision-
maker (Rana, 2014). These sorts of constraints represent the main important 
factor in the decision-making process, including making choices and determining 
the desirability of options. Monetary also affects decision-making as tends to 
provide the required skills, knowledge, and so on.  

From Thomas Dye to Frederick Pryor, all developed the idea that the structure of 
a nation’s economy determined the types of public policies-decisions. To clarify it 
further, the life span of decisions depends on the national/state’s economy. In its 
extreme form, this line of analysis led to the emergence of the convergence thesis. 
The convergence thesis suggests that as countries industrialize, they tend to 
converge toward the same policy mix (Ramesh & Howlett, 2003). Many scholars 
indicated that there is a positive relationship between a nation’s economic condi-
tion and welfare policies. To put it further, a high level of economic development 
and wealth creates similar opportunities regardless of the differences in their 
social and political structures. Wilensky (1975) opined that economic variables are 
quite important than political ones in understanding why such policies are adopt-
ed and why not others. 

Economic constraints contain two folds effect on the policy environment (Sha-
ransky & Edwards,1978). Firstly, it affects the demands on the political system. 
The monetary condition determines the prospective demands that come from the 
environment. The destitute society/group would demand of fulfilling their basic 



 

 

Economic, Socio-Cultural Constraints in Policy-Decision Making 94  c 
needs. Whereas an affluent and wealthy, people/society would claim innovation, 
for instance space explorations as their policy agendas. The second restraint is 
that decisions are to be taken by decision-makers. The decision approved in terms 
of political and social conditions may turn out to be infeasible when it comes to 
finances. This can limit the set of political, and socially feasible alternatives. 
Hence, when decision-making comes to finances, decision-makers have to consid-
er it wisely if covers the lives of decisions. 

Several economic forces shape public policy (Sharansky & Edwards,1978). The 
quality and quantity of natural resources such as fuel, minerals, and agricultural 
lands can affect policy decisions. To clarify this, if a nation has fertile land, then 
policymakers can take decisions to produce abundant wheat and eradicate hunger 
within five years. To do so, it needs skills, knowledge, and so on. Similarly, the 
quality of industry and agriculture also helps employment creation and economic 
growth. If there are plenty of excellent industries, the decision-makers can make 
policies to provide new job opportunities to people based on their skills and 
interests. Furthermore, the condition of foreign trade deficit/profit has input in 
policy decisions. When a nation falls into a trap of deficit, then the nation cannot 
afford luxurious policy solutions though they turn out to be effective choices. 
However, if there is plenty of foreign investment, policymakers can initiate poli-
cies adhering to it. A viable source of money can lead to a kind of confidence and 
agreement to choose the best policy option and get implemented it. Additionally, 
unemployment, recession, and inflation create obstacles in policy decisions. When 
a government struggles with unemployment, inflation, and recession/depression, 
it needs to enact policies to combat these problems (Almond et. al, 2011). As a 
result, decision-makers cannot move out of those hurdles and lag the other needs. 

Socio-cultural constraints 

Socio-cultural constraints affect public policies significantly (Blyth,2016). Basical-
ly, socio-cultural barriers denote to human-made constructs emitted from social 
norms and cultural values. The two concepts are so intertwined (e.g., a group has 
a culture of behaving in a certain way, which is linked to what they believe about 
what constitutes an admirable life). All societies need to be able to make collective 
choices that affect all their members. Some of those choices enter the domain of 
“politics” or “public policy” and some do not. Whether or not there is a clash of 
values is the common cause of something falling into the realm of politics (Muer, 
2014).  

In a democracy, politics and policy decisions depend on how voters behave. 
Social modernization transforms the political values and political culture of the 
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public which increase demands for a more participatory system (Almond et. al, 
2011). In one view of the world, such as some parts of the rational choice school 
of political science, voters choose the politicians who promote policies most likely 
to advance their interests. In this view, policymakers aim to develop and imple-
ment policies decisions in a way that will provide benefits to a majority, or a large 
enough minority to be successful. The tools of cost-benefit analysis, and in partic-
ular distributional impact assessments, would therefore be at the heart of policy-
making. However, some scholars argue that the desire to engage with rational 
choice theory moved political science research away from a concern with culture 
and ideas (Blyth, 2016). 

However, social-cultural constraints constitute a huge place in policymaking, 
especially in developing nations. Unless the decision-makers address societal and 
cultural issues related to policy decisions, low chance of an agreement remains in 
such a heterogeneous society (Benabou, 2008). The problem of societal fragmen-
tation would severely emerge when narrow sectional groups are too strong to be 
ignored even in a strong state. It also weakens the state’s ability to mobilize them 
toward the resolution of societal problems. 

There are a few socio-cultural elements that mold policies. They have possibly an 
adverse impact on decision-making seeking by restricting access to policy options 
and giving rise to negative emotions. Firstly, the condition of cultural diversity can 
impact policies. Ethnically diverse decision-makers may not have a common 
understanding of the same issue. This can be equally applied to the common 
public as well. The policy that seems to be perfect for one group may appear as a 
problem or threat to the next group. Secondly, the state of stratification of society 
can determine policies (Almond et. al, 2011). It means, people from affluent strata 
can have higher policy demands whereas, the poorer section of society can de-
mand just for assurance of basic things. Thirdly, Social values, beliefs, and atti-
tudes, literacy have huge potential to determine policies. The variance in the 
previously mentioned elements might escalate policy options. To nourish policies, 
consideration of these fundamentals is essential. Finally, the literacy level of 
citizens can shape policies. The higher the education level of citizens, the higher 
the chance that they lay their demands more complex (Howlett & Ramesh, 2003). 
Compared to it, illiterate people would demand less intricate policy solutions.  

Moreover, social values and norms impact decisions. Recognition of demands 
coming from society is quite essential. Decision makers should acknowledge 
whether they hold the possibility to address the demands of an open society or a 
closed society’s norms. Deviations and variances co-exist in terms of customs, 
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traditions and norms in both societies. Policymakers should also be familiar with if 
the public supports the policy change. Identifying such tendency would allow 
them to figure out possible risks while making decisions (Howlett & Ramesh 
2003). Open society welcomes newer policies with wider support than resistance 
to it like in closed ones. Furthermore, social harmony can also matter in making 
decisions. When society is fragmented and heterogeneous, mutual tolerance 
between races, and harmony might be low. Consequently, a policy can turn into 
‘an apple of a cord’ rather than a solution. 

2. Conclusion 

In conclusion, numerous ambushes lie in policy-decision making. Fundamentally, 
decision makers are circumscribed by economic barriers. This factor significantly 
determines the demands that come from the environment and the decisions that 
are taken by decision-makers. The higher the national economy, the higher the 
chance of public policy coming to promote public welfare. Furthermore, social-
cultural constraints widely prevail in every political system. Addressing such 
constraints helps ensure the legitimacy of decisions and becomes easier to get 
implemented. To do all this evidence, analysis, and information are of great 
importance. Going through all hurdles is only possible when the decision-makers 
are also well-informed dynamically also pay attention to political goods (values) 
that motivate different policy- decisions. 
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