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General medicine, General Surgery, Ghynae &
0Obs. Dermatologist, Endoscopy, Pediatrician,
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Manufacturer and Wholeseller of
Handmade Wollen Sweter,
Cotton and Natural Fiber

P.O. Box 10005, 6
3/48 Pahikwa Marg, Naya Bazar (Town
Planning), Kathmandu-16, Nepal
E-mail: rochakhandkintcraft@hotmail.com
Website: www.rochkhandkntcraft.com.np
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Development planning in Nepal

Mukunda Sharan Wagle

Concept:

Planned development basically is the feature
of country having state-owned economy.
Economic plan was first introduced by then
Soviet Union in 1928 to achieve the lists
of economic goal set by the government.
As a result of conscious attempt made by
the government, Soviet Union was stand
unaffected (or less affected) by the great
depression of 1930 whichresultsin highdegree
of its importance. Plan provides the blueprint
for social transformation of the country.
Development planning is the multifaceted
concept. There are multitude of perspectives
on planning and a variety planning typologies
may and have been constructed. The form of
development planning usually depends upon
the contest in which it is implemented.

Economic (Development) planning may
be describes as a deliberate governmental
attempt to coordinate economic decision
over the long run and to influence, direct,
and in some cases even control the level
of growth of a nation’s principle economic
variables: income, consumption, employment,
investment, saving, export, import, etc.
planning process itself can be described
as an exercise in which a government first
chooses social objectives, the sets various
targets, and finally organizes a framework for
implementing, coordinating, and monitoring
a development plans. An economic plan is
simply a specific set of quantitative economic
targets to be reached in a given period of
time. Here, it is worthwhile to distinct the
development planning and development plan
that later one the outcome of former.

In less developed economies like Nepal,
the market mechanism or the price system
does not function with a reasonable
degree of efficiency as a mechanism for
allocating investment and other resources
in accordance with social demand. The
reasons are many. There are generally
unemployed and underemployed resources.
A variety of bottlenecks impede production
and distribution. The government machinery
is weak. Price responds haphazardly to
changes in supply and demand because
markets are often rudimentary and fettered by
rigidities. There are barriers to the free flow of
information. Changes in these circumstances
are often a precondition of development.
Development planning seeks to break down
such structural obstacles and achieve growth.
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Hence, accelerated economic growth and
structural change are the two main aims of
development planning.

The more pressings are the development
problems, the greater is the need for planning.
Hence, the art of planning is to intervene in
the economy with sufficient vigor to overcome
the major problems without exceeding the
capacity of the civil service and causing a
breakdown of development administration.
The proper balance between intervention
and restrain is likely to be both delicate and
changing: delicate because administrative
capacity is small and limited, and the problems
are immense; changing because the ability
of the management to analyze and resolve
difficulties should increase. (Griffin and Enos.
1970 pp.3-78).

Planning in mixed economy like
Nepal

Most development plans have been
formulated and carried out within the
framework of the mixed economies of the
world. These economies are characterized
by the existence of an institutional setting in
which some of the productive resources are
privately owned and operated and some are
controlled by public sector. Actual proportion
of division varies from country to country. In
the context of such setting we can identify
two principle components of development
planning- 1) Government’s deliberate use
of domestic and foreign finance to carry out
public investment projects and to mobilize
and channel scarce resources into areas
that can be expected to make the greatest
contribution toward realization of economic
objectives. 2) Governmental economic
policy (taxation, licensing, tariffs, quotas,
etc.) to stimulate, direct, and in some cases
even control private economic activity so
as to ensure a harmonious relationship
between the desires of private business
operation and social objectives of the
central government.

Why Development Planning? -

The Rationales

We are living in the world of accelerating
complexity. Most of the developing
countries faces the problem of slower
economic growth, poverty, unemployment,
and economic inequality. In such economy
only the market mechanism only the market
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mechanism (Invisible hands) is the sufficient
to bring socio-economic transformation.
Government intervention a facilitator and
mentor is indispensible. Widespread
acceptance of development planning a
development tool rested on a number of
fundamental economic and institutional
arguments,

1. Correction of market failure:

Market in developing and underdeveloped
economy is characterized by imperfection
of structure and operation. Commodity and
factor markets are badly organized. Market
failure may be in the form of:

Market cannot function properly of no
market exist

The market exists but implies an inefficient
allocation of resources

Market produces undesirable result as
measured by social objectives other than
the allocation of resources.

In this context, role of the government in
development plan is to integrate the market
and modify the price. Government should
prevent to misallocation of present and
future resources, or at least to an allocation
that may not be in the best long run social
interests.

2. Resource Mobilization and Allocation:
Development planning is required to ensure
no wastage of very limited financial and
human resources on unproductive ventures.
Investment projects must be chosen on the
basis of partial productivity analysis dictated
by individual industry capital-output ratios but
also in the context of an overall development
programs. Economic planning is required to
check and channelize the scarce resources
into most productive outlets.

3. Attitudinal and psychological impact:
A detailed statement of national economic
plan has a psychological effect on a diverse
and often fragmented population. People
can be mobilized irrespective of diverse
social structure for working together for
nation building; viz. concept of new Nepal is
emerging in our context.

4. Foreign aid:
Development plan is often been a necessary
condition for the recipient of bilateral and




multilateral foreign aid. Such plan effectively
persuade the donors since it provide a level of
assurance them.

Nepalese context of development

planning: Issues and challenges
Nepal started its planned development
effort in 1956 and now has an experience
of 60 years. The country has achieved
remarkable progress in the areas such as
road, irrigation, drinking water, information
and communications, literacy and life
expectancy. However in terms of economic
growth, the progress is not satisfactory. The
economic growth rate, a major indicator of
economic development, is not at desired
level. Achieving a double digit growth rate
has been a dream due to various underlying
impeding factors. Energy crisis has been a
major constraint for economic development
affecting all aspects of life and economic
activities

Nepal is a small landlocked country having
surrounded by two larger economies- china
in the north and India in the south, east and
west. Nepal is a developing country with
small size of the economy with $ 762 per
capita income. The gross domestic savings
and investment are very low.

Nearly one fourth of the people live below
absolute poverty line in Nepal. Historically,
Nepal hinges upon the foreign aid for its
economic development. Because of the lack
of infrastructure, small domestic market, and
limited natural resources, Nepal's trade deficit
is very high and widening rapidly over time. As
a developing nation, Nepal has been facing
several challenges in the path of economic
development. There are so many development
issues entailed to be addressed as far as
possible through economic policy measures.
These development issues and challenge can
be outlined as follows.

Post disaster Reconstruction: The major
earthquakes of 25 April and 12 May this
year devastated parts of central Nepal.
While the country has not faced a disaster
of this magnitude for over 80 years, the
people are confronting this adversity bravely
and proving their resilience to the world.
Our immediate neighbors and the global
community at large stood in solidarity with
us by sending unprecedented volumes of
technical, financial and humanitarian aid. It
is estimated that about 2.5 to 3.5 percent of
more people are pushed into poverty due to
the earthquake. Post disaster reconstruction
is the major issue and challenge for our
economy.

Mass Poverty and Inequality: Reducing
the percentage of people below absolute
poverty line, narrowing the ever widening
poverty gap between rich and poor with
implementation of the poverty reduction

measures, at present, is one of the major
development issues in Nepal. Data reveals
that 23.8 percent Nepalese people live
below absolute poverty line currently.

Alarming figure of extremely low per capita
income and mass poverty present an awful
image of the overall economic condition.
Low growth rate about only 2 percent in the
last 50 years period reveals the presence of
the structural bottlenecks in the economy.
Against this backdrop, one of the major
development challenges to Nepal at present
is to break the vicious circle of poverty and
underdevelopment through rapid economic
growth along with equitable distribution of
the income.

Lack of Physical Infrastructure:
Inadequate and disproportionate
development of the physical infrastructure
like transportation, communication, electricity
is also a major development issue which
has retarded the overall development of the
nation. Majority of the rural areas in Nepal
have not been integrated into the mainstream
of the economy because basic infrastructure
including road, electricity, communication
have not yet reached out to these areas.
We have been facing the severe problem of
energy crisis including huge burden of load
shedding despite the huge hydroelectricity
potential within the country. Failure to match
demand with adequate production and
supply of electricity has adversely affected
all sectors of the economy. There is a lack of
drinking water and inadequate development
of the irrigation system within the economy.

Widespread Unemployment:

Issue of unemployment, disguised
unemployment, and underemployment is also
serious one. About 400000 workers are added
annually in the labor market in Nepal. But,
the opportunites for  entrepreneurship,
quality skill development and creation of
employment opportunities are extremely low
in the economy. We all know that youth force
is one of the major prospective resources of
our country. Unfortunately, because of the lack
of employment opportunities within the nation
Nepalese youth are compelled to engage in
painful foreign unemployment. Brain drain of
the educated and trained manpower is also
alarming.

Stagnation of Agriculture:

One of the major identified causes of
underdevelopment and poverty is stagnation
of agriculture. Despite agriculture sector being
a source of employment for about 68 percent
of manpower, its contribution to GDP is only
34 percent. Poverty is widespread among
the people engaged in agriculture since the
per capita output is low in agriculture. Since
majority of the Nepalese people are engaged
in agriculture, poverty alleviation is possible

only when we are able to increase agricultural
productivity and shift the excess manpower
from agriculture to other sectors of the
economy by way of creating opportunities of
gainful employment.

Economic Dependency:

Growing economic dependency of Nepal
on foreign nation is one of the grave issue
entailing solutions as far as possible. The
trade deficit has been growing annually at
an astronomical scale. We are importing not
only capital goods but also the basic goods of
daily necessities at large scale.

Political Instability and Good

Governance:

It is observed that corruption is rampant,
in various forms and from the lower to the
upper level of the government machinery.
Since Nepal is in transition directed toward
building a new constitution, she has suffered
from the high degree of political instability
including frequent changes in government,
programs and policies, conflict due to
presence of several interest groups.

Problem of governance includes weak
institutions and procedures, lack of
ownership of development projects
and programs, lack of accountability
and mismanagement of the resources,
deteriorating law and order, absence of
well-functioning judicial system etc. Thus,
the key challenge is to make peace process
reach logical conclusion by building a new
constitution based on common consensus
and also in line with the aspirations of all
class, caste, gender and the suppressed
and neglected communities and region. In
addition, creation of corruption free
environment to ensure radical improvement
in the public service delivery mechanism
has become a challenge.

Low Level of Savings and Investment:
Slight concern of most of policy makers
goes to the worst state of savings and
investment. It is observed that Nepalese
economy is slowly becoming consumption
oriented because of increased flow of
remittance income and thereby resulting
hopeless drop in savings and investment
rates. For example, consumption to GDP
ratio has been is more than 90 percent,
which has resulted savings rate down to
below 10 percent. Consumption oriented
economy gradually leads to increased
economic dependency on others resulting
scarcity of resources for investment.

Human Resources:

Nepal has a huge potential of human
resources, which, if utilized -effectively,
can be a major source for the factor of
development. 2068 census shows the
greater percentage of active population in




Nepal; i.e. 33.09 percent of our population is
occupied by young people of age between
10 to 24 year.

But, large portion of the people are still
illiterate, and there is lack of skilled and
trained manpower in the different field.
Human development indicators are also
very worse compared to other nations in the
south Asia. Due to the lack of employment
opportunities within the country, about
250000 people leave the country for foreign
employment and the number is on the rise.
Even though foreign employment is a major
source of foreign exchange earnings and
sustaining the BOP, we are supplying only
untrained, unskilled or semi-skilled workers
for foreign employment. Now itis a challenge
of engaging the youths in the nation’s
development by creating employment
opportunity within the country itself.
Furthermore, one of the major challenges is
to eradicate illiteracy by ensuring production
of efficient manpower to cope with the need
of the time and production and utilization of
the manpower needed for the modern and
developed economy.

Conclusion

Economic development is a frequent slogan
of the contemporary society especially in
the less developed countries like Nepal.
It is an integrated pro cess in which all
the sections of the society are expected
to actively participate and cooperate. It
is not only concerned with economic but
also with many non-economic factors.
Developing planning is necessary in LDCs
to proper utilization of resources to attain
predetermined socio-economic objectives.
In our context we witnessed almost 6
decades of planning practice but result
of which is very limiting to target people
in socio-economic transformation. Major
backdrop may be we are becoming more
revenue oriented rather than production
one.
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