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The Quiet Crisis Inside Nepal’s Bureaucracy

By: Galab Bahadur Dhungana

powers. A pro-
posed amend-
ment goes further,
mandating the
one time retire-
mentofevery civil

A competent, politically neu-
tral, and accountable civil ser-
vice is the backbone of ev-
ery successful nation. Gov-
ernments come and go, but
the bureaucracy remains the
permanent machinery of the
state. When that machinery
becomes ineffective, corrupt,
politicized, and unable to dis-
charge its responsibilities, it
ceases to serve the public and
instead becomes an obstacle
to national development. Ad-
ministrative decay spreads
through every ministry, every
public service, and every de-
velopment project. At that
point, governments musthave
the courage to undertake
meaningful institutional reform
before administrative dys-
function undermines the effec-
tiveness and legitimacy of the
state itself. The 2026 Federal
Civil Service Bill is that mo-
ment of reckoning for Nepal.

There was a time when join-
ing Nepal’s civil service
meant something. In 1962, a
Section Officer’s monthly

salary of Rs. 120 could buy
1.26 tolas of gold. Govern-
ment service carried genuine
weight and drew the country’s
sharpest graduates. Today the
same position pays Rs. 53,000
amonth while a single tola of
gold costs Rs. 250,000, col-
lapsing real purchasing power
by 80 percent over six decades.
The most capable graduates
calculate their options and go
elsewhere. What remains is a
civil service that has quietly
lost the competition for talent
and with it the ability to gov-
erneffectively.

Into that vacuum came poli-
tics. After Nepal’s republican
transition in 2008, party affili-
ated unions embedded them-
selves inside the bureaucracy
and hollowed it out from
within. Postings, transfers,
and promotions became po-
litical currency. Institutional
loyalty was replaced by fac-
tional survival. Since 1990,
Nepal has cycled through 32
governments, 14 of them since
2008, averaging one every

15.4 months, and not one has
completed a full five year con-
stitutional term. Bureaucrats
did not merely adapt to this
instability. They were shaped
byit, until partisan calculation
became reflex, public respon-
sibility became secondary, and
serving the state became in-
distinguishable from servinga
political patron. Nepal now
scores 34 out of 100 on Trans-
parency International’s 2025
Corruption Perceptions In-
dex, ranking 109th among 182
countries. That number has
barely moved in twenty years.
It is not a measurement of iso-
lated misconduct. It is a por-
trait of an institution that has
forgotten what it was built to do.

This is not a uniquely difficult
problem to solve. Every func-
tioning civil service inthe world
has already solved it. In the
United Kingdom, senior civil
servants are barred from any
partisan political activity as a
condition of their appointment.
In Singapore, civil servants
must resign party membership

upon joining the service. In
India, the Central Civil Ser-
vices Conduct Rules explic-
itly prohibit government em-
ployees from participating in
political movements or cam-
paigns. These are not authori-
tarian restrictions. They are
the foundation of every ad-
ministration that actually
works. The right to organise
along partisan lines ends at the
door of the state. Nepal is not
being asked to do something
radical. It is being asked to do
what competent states have
done for generations.

The 2026 Federal Civil Ser-
vice Bill does exactly that.
Any form of party member-
ship results in immediate and
permanent dismissal. A two
year cooling off period closes
the revolving door between
senior office and political re-
ward. Trade unions are abol-
ished entirely and replaced
with a neutral grievance pro-
cess. An independent Civil
Service Board strips minis-
tries of discretionary transfer

servant over 55
or with 30 years of service,
removing up to 15,000 em-
ployees including 52 secre-
taries and 268 joint secre-
taries in a single legislative
act. Senior officials call this
a loss of institutional
memory. It is worth asking
what that memory consists
of. Governments that have
asked that question and
acted on the answer have
never regretted it. Marga-
ret Thatcher cut Britain’s
civil service by nearlya third
and productivity rose.
Singapore runs one of the
world’s most competitive
economies on a lean, ac-
countable bureaucracy
where every position is a
performance contract
rather than a lifetime guar-
antee. Most instructive of all
is South Korea. In 1960,
its GDP per capita stood at
just 1,027 US dollars, plac-
ing it among the poorest
nations on earth, broadly
comparable to Nepal at the
time. By enforcing a strictly
neutral, merit based civil
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service and coupling it with re-
lentless institutional accountabil-
ity, South Korea today records
a GDP per capita of over
37,000 US dollars and ranks
14th in the world by the size of
its economy. The lesson is not
subtle. A civil service where ev-
ery post is earned outperforms
one where every post is pro-
tected. Public service is a privi-
lege conferred by the people, not
asinecure beyond accountability.

Afile that does not move is not
evidence of employment. It is
evidence of a system that has
stopped caring about the
people it was built to serve.

Cancer does not negotiate and
does not respond to half mea-
sures. Nepal’s civil service has
been living with this cancer for
three decades, and each succes-
sive government found it more
convenient to manage the dys-
function than dismantle it. That
changes now or it does not
change. The current govern-
ment holds close to a two thirds
parliamentary majority, the kind
of legislative strength that 32

predecessor administrations

never possessed. Every previ-
ous government had an excuse.

Too weak a majority. Too frag-
ile a coalition. Too short a ten-
ure. This government has none

of those. What happens next is
a choice, not a circumstance.

Beyond Keynes and Supply Side: Nepal’s Execution Economy,,

[Part 2: From Wealth-Pump Economy to Execution Economy/ |

Their governments did not simply spend more money or reduce taxes.

They actively coordinated development.  contd.

The empha

« Execution, * Exports, * Infrastructure, * Industrial upgrading

« Bureaucratic discipline

None of these models fully captures what the government appears to
be attempting. They simply provide a vocabulary for understanding the
ingredients being combined in the current budget.

Nepal’s Emerging Hybrid: The Execution Economy;,

What makes the current budget interesting is that it borrows elements
from all three traditions.

From Keynes, it borrows demand support through spending and tax
relief.

From supply-side economics, it borrows investment incentives, busi-
ness facilitation, and regulatory reform.

From the developmental-state approach, it borrows the emphasis on
implementation, coordination, and state capability.

The distinguishing feature, however, appears to be its emphasis on the
idea that Nepal’s biggest bottleneck may not be a shortage of money or
ideas, but the ability to implement them.

That is why the budget repeatedly returns to digitization, one-stop
approvals, project completion, compliance, performance incentives, and
administrative reform.

In that sense, the budget can be read as an execution-oriented develop-
ment strategy—one that assumes better governance, stronger implementa-
tion, and improved compliance can unlock growth from resources already
present within the system. For convenience, I refer to this perspective as
an “Execution Economy.”

The Three E’s

When Finance Minister Swarnim Wagle defended the budget in his
lengthy press conference, he repeatedly returned to a theme: execution.
Viewed through that lens, the budget appears to rest on three pillars:

« Enhanced Administrative Efficiency

« Enabling Business Environment

« Effective Enforcement

The budget is therefore not primarily about spending more money.

Rather, it rests on the assumption that better governance, stronger
execution, and improved compliance can generate enough growth and rev-
enue to make the numbers work.

Beyond Revenue: The Execution Problem

Wagle repeatedly emphasized a problem that economic models often
treat only indirectly: the gap between plans and implementation. Standard
economic models often assume that once a policy is enacted or a budget is
allocated, the economy will respond automatically. In Nepal, that assump-
tion frequently breaks down. Infrastructure money sits idle in treasury
accounts. Procurement disputes drag on for years. Projects remain stalled
by land acquisition delays, litigation, contractor failures, bureaucratic risk
aversion, and poor coordination among government agencies.

For years, Nepal’s biggest economic embarrassment has not simply
been inadequate budgets but the inability to spend development budgets
effectively. In many years, actual capital expenditure has fallen well below
planned allocations, sometimes hovering near or below 50 percent of the

was on:

approved budget.

In that sense, the budget appears to assume that economic growth can be
unlocked not merely by injecting more money into the system or by offering
better incentives to investors, but by improving the state’s ability to turn
policies into results. Digitization, one-stop approvals, performance incen-
tives, streamlined procedures, stronger compliance, restructuring of public
entities, and project discipline are all intended to reduce the gap between
policy intent and policy outcomes.

This is what I mean by the idea of an Execution Economy.

From Wealth-Pump Economy to Better Execution

This is where the budget becomes particularly interesting.

For decades Nepal’s has depended heavily onr aid,
transfers, and various forms of redistribution, while struggling to expand
productive capacity at the same pace. In many ways, the economy became
better at moving resources around than creating new productive capacity.

The new budget appears to be attempting something different.

Its underlying premise is that Nepal already possesses considerable
resources: remittances, foreign exchange reserves, hydropower potential,
entrepreneurial talent, public revenues, and access to capital. The binding
constraint is not necessarily the lack of resources. This includes not only
administrative and institutional bottlenecks but also the fiscal capacity to
finance projects as they move from approval to implementation. The bind-
ing constraint is the inability to coordinate, execute, and deliver.

Thus the proposed transition:

Resources ; Better Execution ; Higher Productivity ; Higher Growth

‘Whether this sequence actually holds is, of course, the central question
facing the budget.

‘Who Pays; Who Benefits;,

This transition, however, is not costless.

The budget simultaneously provides:

« Income tax relief to middle-income carners

« Customs reductions on industrial inputs

« Excise removal on 360 categories of goods

« IT-sector tax incentives

« Startup and venture-capital incentives

« Investment facilitation reforms

« Capital-market reforms

« Al and technology investments

At the same time, it relies heavily on:

* VAT and consumption taxes

« Electricity-related charges and fees

* Broader tax compliance measures

« Indirect taxes ultimately borne by consumers

This creates the political economy debate now visible across Nepal.

Critics argue that poorer households are being asked to bear today’s
burden while investors, businesses, and higher-income groups receive many
of the immediate incentives.

Supporters counter that without investment, entrepreneurship, produc-
tivity growth, and job creation, there will be little future income to distribute
in the first place.

This is the central trade-off embedded in the budget.

The Real Gamble

The budget’s success therefore does not depend primarily on whether
it is Keynesian or supply-side.

Nor does it depend solely on how much it borrows.

Its success depends on whether Nepal can successfully improve execu-
tion and convert resources into productive outcomes.

That transition is not merely administrative. It is a wager that improved
execution can transform public spending into productive assets, infrastruc-
ture into economic activity, and incentives into investment and employ-
ment. Yet execution itself should not be confused with development.

A state can become better at implementing policy, but it must still
answer a larger question:

Execution toward what end ;,

Youth retention, entrepreneurship, productive employment, regional
integration, export capacity, and long-term economic transformation ulti-
mately remain the true tests of success. The budget therefore represents a
double gamble: first, that the state can execute better; and second, that
better execution is being directed toward the right developmental destina-
tion. In that sense, the most important question raised by this budget may
not be whether it is pro-business or pro-poor, donor-driven or market-
driven, Keynesian or supply-side.

The deeper question is whether Nepal has finally identified its true
bottleneck. If Nepal’s main constraint is indeed its ability to implement
decisions (state capability), then the Three E’s may prove more important
than any individual tax measure or spending allocation.

If not, what I have called the Execution Economy may simply become
a more technologically sophisticated version of old habits.

The answer, as always, will lie not in the budget speech but in what
happens after it. The challenge is no longer writing plans.

The challenge is execution.

Execution, however, must ultimately serve a larger purpose: transform-
ing better governance into productivity, productivity into opportunity, and
opportunity into a more prosperous and inclusive Nepal.

If Nepal’s Fourth Century vision is to become more than a slogan,
execution must evolve into productive capacity, innovation, and regional
connectivity. The ultimate test is whether Nepal can move beyond depen-
dence on remittances, transfers, and redistribution and emerge as a capable
bridge economy between India and China—creating value not merely through
geography, but through coordination, production, and exchange.

Execution is the means. Transformation is their hope.

This is, at least, what the new government is banking on.

But execution does not happen on paper. It must confront the realities
of debt, administrative capacity, political incentives, and an economy still
searching for stronger engines of productivity and exports. If this Part 2
explored the logic behind the budget, Part 3 will examine the reality: can this
execution-oriented model overcome the constraints that have repeatedly
limited Nepal’s development ambitions;, As one veteran journalist, while
remaining noncommittal, remarked recently: only time will tell.

Dr. Alok K. Bohara, Emeritus Professor of Economics at the Univer-
sity of New Mexico, writes as an independent observer of Nepal’s demo-
cratic evolution through the lens of complexity and emergence science. His
systems-policy essays on Nepal’s socio-economic and political landscape
appear on Nepal Unplugged.
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