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R Bernd, Spahn Paul and FOttinge, Wolfgang, FISCAL FEDERALISM IN THEORY AND PRACTICE,
September 1997 edit. Teresa Ter-Minassian,pp 112, September 1997

3 Article 106 of the Constitutions of the Germany, Translated by: Professor Christian Tomuschat and Professor David P. Currie
Translation revised by: Professor Christian Tomuschat and Professor Donald P. Kommers in cooperation with the Language
Service of the German BundestagDeuts: Download from https://constitutionnet.org/issues/federalism-devolution-decentral
(8) If in individual Lénder or municipalities (associations of municipalities) the Federation requires special facilities to be
established that directly result in an increase of expenditure or in reductions in revenue (special burden) to these Lander or
municipalities (associations of municipalities), the Federation shall grant the necessary compensation if and insofar as the
Lénder or municipalities (associations of municipalities) cannot reasonably be expected to bear the burden. In granting such
compensation, due account shall be taken of indemnities paid by third parties and fi nancial benefi ts accruing to these Lander
or municipalities (associations of municipalities) as a result of the establishment of such facilities. (9) For the purpose of this
Article, revenues and expenditures of municipalities (associations of municipalities) shall also be deemed to be revenues and
expenditures of the Lander.

% Ibid Article 107
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4 Ibid Article 108
% Article 220 of The Constitution of the Republic of South Africa,1996
9 Chapter 13 of The Constitution of the Republic of South Africa,1996
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Wighd Foic TAT BRIZHH UorSal doic ANGR®l JHRAT AdS feure |fed
AHATGA qolc a1 gons] (LMBIS) AThd 4818 U |

B MR ORI SRR SR | ST YbHD] UG &l a1 SIRIFHHD!
fAR=IRaT, T @l AegHdl, Jedis X B HUGTD! AURAT T U680 |
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9.

HSHY HHEHT O I FIPT AFAT 1 U T+ AT B a1, 3MM.d. Y BTl
ARARTH® doic, @d 9l ed X W fAaver quR TR o= dfeaifim eef d=naaHn
Ul ] 9EW |

7. f3urT den wrRd drafead e

9.

TGP ASEC Joic ARG UMKl HUUfe HRiGIs A BRIGAD! e AToUD!
ey FERT TR AP SMURAT q1f¥fes qoie T BRIHH X AT NS Abep] Slarl
HEHBIOM Gd AE b F=od a1 FobaH Jse] us |

efdre TErdEe Goared RY BrRIshH a1 ARASHIRT ghHT Al Heridr i
WSB! a1 31 AATGIEIe A YT BrAzhd a1 JARATSTHIR! BT 71 goic IR
T Ue® |

M HRTGIEIE IO IS4 WTAT |l BT IFAM FHd U T IS |

golc aodl el ey SRSl J691 gfdse Hus!, Aol NS Srfaa—d S
Raqd @l 3 oef A=reueEe siq gRRaaamRa dJeafa REve! sgafia smarsrar

SUAT HRITAIT TRA IRATSTID] ST ERIH IHH TG T IS |

¥ goic AT HRIZPABG] BRI dTAIhT g9r8al BRI TRY SMASHT a1
FRIFHAD! g TIR) 3raven, Wie fIfY weie, wiafdie den o1 SeIfs e, sITd
FFAM TIR T T NSUS JATEd T+ SR B Y ARad sfafafis qwa=1 1+
TR goic gXTE T UEH |

IR anffer auT HrIfaa TRA HRIFH a1 RSS! B8 I FS BN, T 37S
TEEHD] YA, A1, AMAH IHP! e I B ARSI Wi fJaxor qoreH wamaen 15
I5o |

H 3 AAeaD! Y

9.

905

| Bfag FHREE ol T HRIFHH UKl MU A6 SUH Jaed Boha
qor fAeayor T TR qoie AT HRIFHAE A< B & |

= 39 f&aT oref F=reas Jo@al e Refi iR ) T s Fer ?
AT RN BOHe TR Jolc [IaRUHT aId AYEET T Faas | JAR) ATee IRAT
YT Biad MeReR A8 FHIoM HRIZE FHRIGH T4 Be] U6 |

T% e avfel SIfT faf e fadre et w1 =i o= Qs orma oref w=ios
fafaee e  FHdE g1 WROR®! Joic dul HrRImHAeT g ¥ ST a1
BRI TAfSHdD! f[AaR e FHeHr Uel T U6 |
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8. WU HHES Al SR V&P Bohe NI A G [ AL THu a1 8erSqu
1 | G @ G a1 feeE T Jaedsd o A At & g ar

e sl A=TTHT USSH D |

y. SN Mffes et BN AT FFAH TIR T e TS FHSH YeT T+ Joic
T HRIFHABT R I MAAGArD! T=A F=id 98 a1 RIeRAGRT AGeTH
el T Uew |

IR TEH1 qoic T9AT TqQal

RIFT TEH qOIC T YqHIT ‘9SH 370’ SRV R B | W dgad! gore fAmfora
HE<aYol & WP SRl IRTEH IR TR CIGWRATE ARG T2 SRIFHAD! BAlC T
AT 5] B | I9 AT IFAR YIS JSMI FHEHd TSIhl HEID! FAGTHT TS[BTS
FoeeAl e IR IS TOvEAT Th-Udh Ol Jeidl Hawd ATl 0l SRIHAD BAle
T SIS | I9 HHl 3M-3MMF] FOCHAT RFR FE WRAH] A el TRISus|
TSB! FHEEH AATd TR KRAT HUDH! BOHGAIC Bl WIS ATSHT a1 BRIHAD! Gl
TIR IR ST FAHAT YeT TS| G- IR WRAIC UK ARG a1 SRIFHAGT (A9 S
gegTs TRIMAfEHRor TR AT I T8 Joic a1 $RIhd aodl | RwiRe R
UOTSIUT | I ARSI a1 HRIHAG [T AT T SIS 8¢ Uldbda qoic T
FRIHH TGAT AARTS SIaD] SUGETI, RS a1 HRIFHAD! ANAIADT R Af<H Y
R 8| AHGIE TR RIFY 89 HRIUoae Wi 9ead TS a1 TREWHE! ¥R
0 I Foic HIYUFTHT LT TR FHID! RaG T SHRFaa= S T8 R d8®! Joic
TGAMT WD I GRS M T8P! Foic Tl THdl ARMI MMEMRT i ‘qed 31w’
SR SEIRT WYP! IRIB| AN IS FSHRIATD! TIad oy gemefar gk T+
TR R B |

ToIc TGAT T HHTFTIT YHITOTE HEI JAEHRI T8 2

oI TGAT T AT HSEG T BT GHATH] Favel Y8al B U Jaqd] BRI
YD YHITHIRATHT Yo g I8! © | 919 qoie dofAT UGl YMIEHIR gad a9 THS] BRI-aa+
U8 U HHGIR I8 S WUIEP o B | qoicd! AHR YAH ay gfes ga TUDI AARAT B
1 HRFIITD] U8 Al AU B FHD! Bl BHI JolcH HEIRY Tdl o AR HAHRF
GeATS B Yo @d Ui oM T5®1 TGRS el 710 1 A9dd] Favel Bl i qo
! ol ! s Baf 4R IRY ¢3 ufierad! dem wua! <Re7sl I Joic Fe9 g0
PRI g7 9D I TEH |

Joic BT b TSl TS gad d W11 &R SIS qoic IGAT &I AHEFITIT T8 [EhR
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RS UESHISIRICH ATHH! TolcHT T UyEe R Joic I I g6 [/E 8 | a9
I 37 au®! Foic TIR &l FIv<T e AT q¥edT qoic HrAfaa-d] Al Bl
B ? I qoic HIIGATH Pigl bigl B B D] FHRAT AR? AT TR oI ARPRS D B
YT YR T AR JYB Foic BRI Al THRI IS Afed & B T Afh6? JqoR
T eI TR SHT g1 S AT Fole UKIE T40+ 70| HAGH] Joic U 9]
IS &R RO YR g TS | AEEHHAT WIGRATST A Ueers WRief I Bohodr agwii
RIS GfBA ¥4 Joic RS §I@T A1 G U 37U 39 o I JHD HRIFIITD]
qTel WS g D |

T T, Uy BRI T GHT g TR BRGNS §FIGR qoie YR T 81 WY SR GHRITH
A 0 | 316 W= A=ode] SEMRIETd! fawel gaf qoic AT &l S HrRIHHo!
B YR Joic BSARYD! §9, ITD! BRIFGIAD! 7RO Jial {0 SRizpA gRads T et
TS5 | A FERAEIE BEHRT IS qoic (AT Tl S anfdfes aua1 -9 =
O T A B, W WK IR Joic GeArS] U8 | goic d9AT a1 Juied! gHRaaar uf qore
PRAFTITD] UG A6 S8 T ad 81 | JIoMIad qod! Adee STl AIeHee qofeHl
U deredsTs M TR BTG Ul SaM aReg 7 duic Hafadadl HHGR ue 8l |
RIS FHRIaITH] BN AR YRR S-S UTil T B, ararexeii e Jearg,
SIS HRATAITRIGHT I5PT STdEoad Fedd! SIedl fasga] &= F dfes qa/d ¥ JHIaa!
MRAT Jore FAFRIS ga1 IR Ao BRI SUAT BRI g1 T9a WUHS I0aH
ey e fag oo ¥ ® |

ToIc BRI FAIA] TOTOG [ABMED! AFH] IASHIG T4 I8 TGI8 | e TS
RSP A THEO DI | A TH AHIDT ATURAT AT §6 TIR TR AIEl FFAR alfd qore
TR TN BRIFGITAT 39F Gb THIA qoic a9l @S BrIad-H{l IS |

oIc FRITGITGS YMTHR] T8 I3 YAHT HHARID] U 86 | qoic dofdTd vl
IS SEEAT T HRIFRE g1 Fa AT A1 qoleH] A9 U8 | e I
gfhe &9 a1 Aol B TGS | ArSHd! Hrfaa SEwR B T Sierhal B
g1 REaA | SIS Y@ SR HUIEd BRR T+ I $F T T9d TESR dRAEID GGl
o T I E BM oy REqRd T4 IR ¥ o8] B |

SUHER

4=\ TFI 00¢ WTHRRY Tole TGAT TRI THDT IHRAT Jfea ga 3MMYD! B | & Ui BRI =
B I FORAIC YO HUD! Foic B0 WIE WY Fadiord 34 e~ RIS Do |
|, U X WY T80 3M-3MMT1 qoic Tl TR BRI TR ISP! 3fawer © | |iqers qen
Fre [fde NIAIRH |9 T80 Joic 9 TN JHS] HRIFGITEIC LM 21~ GREm qen
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IHATATT BRIA T R SIAATD] AT qHINSTHST [ASRIDT HRITHH HHAEGIT TR BIHHTOTBRI
R WG] T+ YRSBAAT TRBT §6 | I T8 galga UM Joicd] BRI JHaHRI g1
THDHD! T SR B | qoic d9dTd TAIH BRIFGIT g4 9a Aroiiers grifadr i o
qdIe] So%] B | TR Joic 9 T fHaEl U UR ST LTSl B |

oIC FRAFTITD] THIAT THEVO AP AHAT AT T4 77 T4 U6 | Mgy et
TP A TOTOD S A TH ASHAD] AERAT Ao §6 TR TR A8l AR e
ToIE TR TR BRFITA S T FHIAM Jolc T8 e BRI g SUE IRP! Afrell
TSl g GRMT g Ad g 9aad |

T |

affer Brdfafd dor faxiia STReRRa U, 005
e HRIfAR Jen foxi STRaRg FRMEE, Q008
ENCAGN GIRCRENE

AT TP THAES
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GINKE

ALaMeR BfAF (Arthur Lewis) U@ Mge fAdraard seferell g9 | 890 oo g o|
"Economic development with unlimited supply of Labour &1 SEIRHT sH®! SAIHAT gl Wy
auf e e ¥®E B ¥ H¥1 WK T JA™ AT P | Sfaadr TErar Ao
LM AP SIRE UE® STHels SR 91 Afbo | fFm sme gl arr 9= ae
wTw | A A A gff Y ez fnfear ¥ SRISFNI@! $udr 898 | 9@ gROn
9 R SRRIEEed S JAfAHeT SeUfdniia JodHl siad Fafs T |fed Saram
A BEOD] SR YT BB W= P! © | BV &7 5d! ANRD A AHee el gad g1
3 Yulloly 3MYfd fadra T &S |fds v=1 qRIeR a9 RIgrae YHel ues | Arthur
Lewis &1 AR G U qerep! A b TH oM™ A1F Rd §8 o SHeRhors
Sites fafe®! &=ee gerR dolara] Sedelia &Fd SIS TR | SHel HRUS A I
qEHEodl R AETH doiiel Hod @l AT ¥wE g8 | ofdad gERr Siaq afs
& TN &5 B 9 & YA SAIfed g1 Yooy A TAN TR S 9 I9aT did faukid
goiaral & sfeaeral 1 REd 81 SEAT deilel Yedh-Ucd SUIRl §d 9 | JuiRa
&7 HAPEed] M Sedtd Jaiod Sael Y-l 961 g1 gal Jollukigee JiR<h 1w
AR | JHST IR ATHIS Yol 10T T B TGO | ST BN a1 3T &1 5! 3Phdel
Sfwer ARl 7 Ffdo | deufie STHHE IR gigde sfheodl GH Sdadh
T SITST ST FAM gad | A1 UERAT Yol X SM®! U dex SHP! MY JorEar
THUEH U AfoRE™s | 99d SRIRE (surplus labour force) I8d¥ YSIRTa &5 WUH! UIfafde
IS ARSI AT ATHTDT 3L Teea &' | AT gpar ol Asmier Refaan w1 «ifalRs
5 2Ifh 9UP! FfIdRAM I¢1 HOaR §O (b Ul JISHIRID] AR ST Jhg g
90 |

amelR B3 (Arthur Lewis) @1 3% Rigraers aaefa 1+ srefarefigswr gfaq 89 p8 ( Erwin
Homewood), TS®& R¥®T (Paul Zaromabka), $& SiFR& (Dale Jongenson), T I

*WWW/
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(Gustav Ranis) e F#H ¥ & TRGT B4 | I90 AdfdHRa <Ml f[aawme i
ReR U@ AT IUGE WUD! DT AT YfIgRT ST Ifg THu+ R Sirs faga! © |
(Ara—s1.eam Sirefl, fawra ud Ao srfeme (Economics of Development And Planning)
T3] YBILH UlRDT HEBIUT 040 IS #.9R ) Urified $Ua g Fargd! sfd=e! dea s
AR Sire o fammre! dgifad oy feme Sg—ameik 3fdd (W.A. Lewis) & 99
9RYo TeHH! AR Yfadres TRt Y | a9 RIgufs S| %8 (John Fei) e a4
(Gustav Ranis) & gRATGH derl IR et 97 | afawsd! g8 &g (Two sector Model) U4
| REo DI TG TAT T Yo THD] YalGH! gad 519 WS d501 faeaat qeeer faamrad!
A Rigra WUt R | eb ufe siRas! srfemreiles Iw UreudT UeHl IRawse | Bfaw
(Lewis) @1 W93 AJAR AAABRIT JEHEoH SFHI YT SRAMAT HYPHIS Tafesd STl
X1 Siigd fafg &3 (subsistence Sector) 91 SIfA® AT TR 931 SUNRSGE AR T4
Afes | A dolars! 8918 q&r SIfa®! ATedhdl yas w9 Siaq fafe &a®! sif® sree
Y 9 [Fiieeer afod SUee TRIER T 58 Afh s | THSHRY Bfad q& 519 eTichal
JANMILTHATGIS Do AMfAB AT 8 H<B |

Ry

o1 3R Bfdd (Arthur Lewis) & g1 Rigra ufcaregar 9 fgeia sefarasen (Two
sector Economy) &1 &ed+l TRT B | IH =TI Ggdcl Hedyll HRIeo Mo |

q. frafe wogd &=
AR sreferEiies W Bfad U A1 &FEe se! ST qfd g7 BT Ares | A1 &3 Ar

&3 (Rural sector) & | Subsistence sector is that part of the economy which is not being

reprodu capital output per head in subsistence sector is lower that that in the capitalist
sector. In subsistence sector the average productivity of workers is low and people are
generally backward illirerate, simple and unilled. Infecontrast, the people are advanced
literate sophisticated and skilled in capital sector. (Source: R,K Lekhe, the Economices of
Development And planning Kalyani publishers New Delhi, Third Edition,1995 PageNo
192) aifafR<s 31 aikb (surplus Labour Force) &18 Sitad fafgd w1 rawf¥ie AormR
U T M fAbrad! UeH Saeaddl 81 | I8 T 71 3fad (Lewis) & 71 griesar
M RIGT FH1aeT TR&T B | (9) 5 IRhd! SR Shae fafg AT THues |
() Joiardl emsfdors g Satel AlRkad 3 te w9 g7 99 | (3) Yoii &=
RN 981 7 U8 () sfPer IRSET T SN Th G99 89 U6 | ofdadn sar
TEPHT ARIRTD SH@R YoilTd &= areal SHO! IURHHl I T I SHUGTHT gig
O W AfPors Qg1 Sl siiad Fale ®R 994 79 |
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2. golarl &

A SrferaReTd] @1 W @, W gAecdad g1 (Reproductible) YSiidl TN T8 | T4
80 JHPerR Augd AR $o-dREM e e Fees | JuuaR fafs &=
(subsistence sector) T Ufedfth G Yolaral &= <l BH g Ao fhav fafs
870 JodIiad g1 Yolld] SUAN Tad | Sfa¥ (Lewis) & Pl RIGTId! YRR 46+
& frafe Forgdm smal of BreeR 4Rkl §9 97 oFa Ifdaic Jgaees We Ues |
IR 31f I Yoil X IS D! oI SEE 96 6 | Bed : SHd] A
IdTedw (Marginal Productivity of Labour ) @d@ =g 9 & e Y 3 IaTHal
FOMHAS U 1 R BFad [ afe &ad! Avigiier gola] &= RIFRR I+
AP | T893 T&f SRR s T gifare a1 Aoigl] a¥7 Teidl sfiasoals
YollaTa! &1 Sol[ A8 I FII-7d1 Sell RO d1 Higal Sene! IR T+ i |
TG, AT ! T ASIGN! 81 9 f1afs &= BIH 9UP! §9 | 31 RIMRRY SR
YAl gade | o anfdfe e ga Tuufs fafes &= omsH Wolgy dge HudHee
MMHRADG 3 FHl AR, TG AB qN 96 g g1 | Reg A1 Idie s
AoIgRe® ee (Unskilled) 878 i1 doiamal &=l SUGth ga-, IR ofad A JSEAOTS
IMHRAG ST, Fae 'Sibottlineck' AFEB | AT IRAR IFSATGIS TR0 I FAGRT
8IS Wio |

3. Yolufe! sod
Sites fafs &= @ 5M B Ao Yolldal &9 UG §8 U BRI Aoy
HAHEee Sliad Fafg T sTaead ATH IGHH WR IS | IRIaH HolgewR Hafs &=
SADHP! VT IUETI=T A g T | IR FUHOs SHeodl dIHe IR &9 T
Ugl a1 R Brsq Ul 31f0d AMRIG B IgHd Tee] 91 Sfesodl SN Sded Wl
OGN WR 961 970 | g4 : fafg &a®! dHISe Yoliaral &=h! Hoigeldl gAdH Arrg
B | R U JaeRAT W56 b Joilardl fafs, Foigdl w1 30-40% I §B fhavm-

q. fyafe &=® ST g Aol JEe IAD IS IER SAHGOE YR T
S & T MFT ARG UK T G4 Sod ASigRId] AR 69 |

2. Afe werfea fafg & (Subsistence sector) I $FGTS gelsiaal U §@ SIa gaad
REA! 9 8l REdord] AN Ieured R aRKdfad Il ghe g0 e &l ARG
AP dolara] eFH e Auigeid! il Mfe 576 |

3. 1 ufy =19 B & olufiees ST fafe a1 A R Moo IR WE AoigRl Jers
I Y RS AMAGIS Ue1d! BUHT AIGETel TH+, STHdIC Aoge] &% 984 a9 |
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. BN qAT ST o

fUsfeua! sefa=r quase Siiaq fHafesT SR 913 e Te4 | SHgedn AEnfd
Sed @RS T 99 a1 IR HARs gad | SEifie T el ™R AR §6
SUMET P! AWR g1 SARS AR g | iRk IR §fies 7 sreafdsfaa o
0 | o HN IUEAD! BN TR §ad I B 919 §0 | THAIC HIHTS HUAT GUR
T X IEA ghg T SART gad | T8I AN g8 & [ agfod ©uHl g Ues
R M o $1IF § Ue8 | Hod: Al 8989 U APHaT Y& 88+ < Uh dB(d]
fem® IR® T<B8+ | Ser®! fAas s (I enfie Praeerss T 9o |
| SENE® F9F &< IWR g daa | faf= f&Rmer anm o gig srgeu
SRS el [Ae™ g Ueo | iEnfie Sharseras ST S TReAT dgfod faer
T 9 |

Rrgra®! 3rFg v

S wrEgRT gont fafor

goire! o1 hrgarare #1F gad | A1 §& A@ (Bank Credit) §RT 9 A1 §70 | 9 |r@s
T&f oliel AETT gl 98 A0 Gy SRRF ¥ SRR I9d g 70 | U SRISHIRT I
q SR e | goil el S @ RS 9% FHO AT B & gl g8 b
HAHD! T IgB TR IUGH ThIG 9 Faad, AR SUATY JRIH] I IR AR oI
e o8 | @9 TR GEDIad! IR U WRed 9d de) SIS S gersyat Yot
IR 9T U fs Wd: 95 g8 | I8 Yol (A1 9o ST Sedrad, JISTRIe] |1 A1 uf
g3 OB | W1 B3I (Lewis) &1 IR qarebifae! Reifd spemdll g6 fFmm goirma sam
TE SUURHT TRID] IcUTG T+ B AR - oI TS ATeD | GgaD! A=A “Yoil FHHforp
IeeIS I W 3 Wi =1 =1 g8 | a1 amcAfaemeft (Self Destrictiong) Uaafcret
O | S AT I W T8 | I gig a9 §8 R 9gal ey IR e gy =1
IS YR WhifdeRT Refiarg |qara e |7

Goaf ¥ ERPRD AT

IARHRIT GoHeod! T FAR Hd! gaar Tfosr goit fafor 1 &1 | g% qaweswn
IYSH 90% TSP TAHT ALY ITRFNDI HRY go% T A TR FHANIG Do ey
IRIDI 3% WA F9d T+ <6+ | IEANY & a1 U+ A, =, gorl, e, T,
ST AERTAESS SWURHI SIS T STANIH gfeg TR [T §o | TTHRU A=D1
Aol dolufiesgr srefa TRue! AwERT w13 4ol fFmfor weed g0 | Wl golufiess
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TI-T SIADT ATHRE® WioiRed! g6 | Sigeo f[aewd: wfafde I Tor AwR,
IAEH g T doilaral g9d gig Ta Solh BRIZHASOAT Fhd el Wfovsdl g6,
IFHifcR Toae ol gollufiees w1 @ifde fedier el goll §ag T 990 fhave 590
fAafe &=Ee W90 SaRe AR$IS IR HHe T4 a1 gal oI (dis &=l T SUEET T+
IS | FHHRY Yoil Al FHae ERGR I A9 a1 ST goiufles ST BISEIBE Sl TR
U< T Faas | I5gueiy goiaral ¥ el goflardl  private capitalist @1 IRAT Lewis $&I6

"The indigeneours private capitalist is bound up with the emergence of new opportuntites,

especially something that widen. The market, associated with some new technique which
greatly increases the productivity of labour and hence capitalist surplus. The state capitalist,
on the other hand, can accumulate capital even faster than the private capitalist sector, but
also what he can force or tax out of the subsitence sector." BfaH®I FTAR Sd THAINC Gorraral
gD AP g7 998 9 Al &FD] I HA: WS fAmras a 953 oF g9 |
S &t Semefiedrel IR e g7 oo |

9 Rigrae erkHEs

e fareaar Sfaaed! sme! srfifid gfid Rigrae! A= seimeises A= fBRae
JABIEAT TRHT B | BTd BT GoHHl SHBD! 3G - 670 | ediddbiig gdHl
HAfHH T T TE0 | AURASHRIT EHAT YUl ¥ee g8 9= afdad! w1 uf 3fea
B4 | A= srfereiiees 79 Rigraars MaET R B+, g4 A=uaR &1 -

(9) s Smgft sriifT -gg
NMBEAHEOH] WA FJAR DT JFAATYRIPI TROT WD JH BT G2ES oIl
gl siftha wTfed sMREMT U SUgTh oA, fFTv I SUEsH SHEE & B |
FH ST IUHT [Aaraeiie gaasedl oIl Al Rigr Sug™ o4 | B sifiears geiimd
&1 ATl BN IS UeH Ul I8 | TS SIS a1 37 FHIAT SAGBD] MG 7 &0 |

() Yohardt &= sarer &% Rer gad
B3I (lewis) & Sitaw fafg emare s/@! MYl g1 Jora™ Joilaral &3 a1 Rer SaraT
B YS! B IR AT A Ad Agdl 81 o= leflie e w9y I Siar sarer
i gfg g« o | anfdfer faera woar SuTer gig sraeadl © | fawrelie e
NS &= BE FHID! FRIGHAT SITGER 988 TeRed! §9 |

(3) |¥® =M

B (Lewis) BT 9IS AJAR, FAS D THHT R §6 R A Tod B B
JARAFHRIT IeTH RNAT 2 YRGS Fe TS A< T G991 [H B e
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(¥)

I 91 I X g9 B 188 | 99 ¥ geraral A Jafd afver 84 | g9 Fa oM
79 {576 | srcufdaRia Jgdeedl Siee UM AMERI M AEAd] 34 HS3ed! U5 |

SEHIEe D! 3T

BfAFPI IS FER ARG GgHeodT Yoidia o g8 I e e ik R
goifa il fiR e | RFiee |7 ol ¥9eg T WY §9 YT B9 O, aRaaHl
FAAHRIT GEHEOHT ITH ¥ IHED! 3T TV | IR GGHEOHT Yolluigodl - |
g0 |

(4) sM® IUEHE YA §Y

()

(¢)

BT (Lewis) & NS ST IDH! AAABRIT JEheoHdl SHdd] G IScadh
Y YAl T §B Wdl B | femEl el (Schultz) A1 HASHT HeAd B |
D] WIS AR TGN ST 5D AT Scdadhdl YA G Aaad | ISP
A SRS Y AT U@ UM A §9 IR S0l Ial $ies U I SRR
gad | Prof . Schultz does not agree the marginal productivity of labour in over populated
underdeveloped countries is zero. The fact is that every worker receives the subistence
wage in the form of cash. So it is difficult to findout the exact number of surplus to boures

who are move to the capitalist sector & these are hardly 5 percent.

s fNoare Hfers

. IR (Meier) & 3 FHIRUER SfIFH] SARD! AT T4 W96 B9 fh: s
TRl U &=l 3Pl &1 I~ Bfod vy &1 | srcufdwlRa <emm amiie
Arifed SRS T&l sm Telied W g6 | gfied 9 ool gRaR I AReRET
TR T g9 | Affiwmes AfiRars, 1T =R, nfad! Arr-7ware IfTS|T ST eRaR
Bl 79 WRISa |”

fawwamn gfg

. Foiicd (kuznets) ®1 SHRAT BfddDH! Ales a1 RIGrFao 3™ J[AM 9198 | Prof .

Meier and Boldwin have expressed the view that unequal distribution of income does

not contribute as much to the productive investment as might be expected . Hence, it is
generally observed that high income groups separate their savings on unproductive things

like precious articles, real estate etc.

FafaHRIG JgPHeed b TR BT gad
B Yoliufcr aefes Mol WIsaTers Sl &l ol (AT 98 ¥t B | A1 g @i
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@I IOTE (investment multiplier) Praelie g7 ude | TR USRI SusHl ToNd
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NfABI SENTH TS BH TR ST TART IZHT B |

T TRy

9. UG W YOS TH] AT I<1:ed B8 AUPR FHATS (o TR TRERGTS
AT I Ugd fad IH BROTS FevIoTd $RPI DA BISH SUeh g0 | Ieue aaHl
BFF AT PR UYSUTOTs (el USTl TSPl BR UR D] TGPl SIS g8+ Tgus JFavel
313, BRYE A3 IENT WATIAT RIS ISLEodl 09 3wy ufcRael g7 Fa, Uael 3TaR
3T DDl HRUG o BRP Bal ITHTAT HISATS g1 o RID |

. IACYed SR AR TJT Fhiord garefdl ITHRT =1 T g SE 7 TP g
B0 IR yerRid! f9=h oo goioid o SR T R ST I mTErT et
oo g ST R =, srver dfext o 7+, afise 7 gdfora ganef
3 BRIARAC AT TR U G BRI T, TR AR PRI T guradry
g D |

3. YD TATHA HAGR YUl W AT GHIAT e AN T84 T w18 Ui
B | g Mgl TReTs Iod Slad, devd a1 e T8 Uho aXAl SIS
I Il HR e T a¥g a1 FaMT R SIS X IGIA PR AT Dal ATHITS
T BN T SYehols od Mgy HRPI Fe—bd HRD] DA BF] TN 7 HTDIS
TGS oI AMgfg B T IR oid fIMFEe A yee T Sug g9 | aaf
JgoTs A2y Hew T dRia 89 YD SRITGIH HRET Fdl MRl A<RIT RIE G
T[T ! YRR 4 IUG<h §1 IR |

Q. 31D RIGRID] TRRT ISIS AT AIGRTHT Heddh! &I 3o 3 HH TP
1 Yol g1 Afcier e Il Afekm™ gRAETG X &I g8 dc &) dral 9
93 B ARl ST FAReH ST SUYH g1 aRaD |

Y. Y GRIe P B G WIehd | I do0 YRR S1:edh BFF TR ARM,
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Ied XA AT X GO URIAIRA SHSET YA B SIRAT I &8 ol golTordus
GRS ST GG 816 USe Xedhl B | AT I <aTd <Raes awef ora SiiRadaT
JTRAT IXT YTIUTES VAT o T ST AT T |

& SRS oid fAWRTT ¥8dT (EXCISE AUTOMATION SYSTEM) R faRR SeElv T oifierors
TUITHR] BIHT TRARHT TS AR SSHT 8H] gelac Ma=vl T8 Afaxrora garefar dd
Wfoe =01 yonddt gerg ufaftmr smenRa fRa==ror gomedt =S |

0. P Checd TR N FUHT MM T WHRI WRae A GfoRgefer s
AYTGHT FREAT &0 RN TR I BUTS T+ aeen Ao A1) a0d GRefvT JEorat
AUSTE TAR TR o &7 JRud! SIgAfd Ua™ T |

¢ TRIC TG [ oy ga1ET Ieg w@Rey WiTeTd! Auevs R [ABRT <Ml I8dl Jead!
Yo URRIAES PR T UEHM THd AR TR 816 AUIGH Il Jeddl Bikd 33 TR
AP BR IRATS delSa i JdH] SU4N Frowamed THu |

fAreepy

IYed PR IRARDI FA< YRl GG 8 | AT B A FANIOE ADRIAD AR T
TIEo D! ST =01 T e FSe el WY 9 <o Reme S S Iera
HHed T Ghe WIS B | B I UM GHEFRe GUR e sMge Jfafde! gam 1+ 3
I eHBIg BRATAT HAT I TRBRD] HRUG] I[Iqd] HTd] SUHAT BT T SATSTd! JaTeah
& |

g arrh

PR NI GRIAGIST IMANTHT URIIET R 9 J&Tg 4 094
ITed U, o04¢ HeMeH Hfgd

TP FRAES! 04 Helg wAfed

e AERIdT 08¢ Hele |fd

Excise, Wikipedia
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R U= AT a=Ry
gfgaror Faror goret

ST UHII JaTS*

v yaer:
FATGHT T ARSI RIS TcAEOD] I I FHRT Ao T4 A [H IRIUST B |

I ARSI BRIb] GRUMHAD! BUHT FHRT 3ol a1 UTe ¥THT Il dRio Qi
IR 9B | ORI TRE® HgRa Fd 3o aRiRe der Alfad Jog g Wl g
UGS e U IEd T uiss | AfTT Sesedl Bl FaRed] eI Rl a9
YHRPI JAREH FaRvr a1 o1 (A= FRuTes, yedareesr a1 SuartEs  fafy
YRHATH] FHI TG THRD! U5 | Ufven! AT JuRTee A= SergsHr s 9oe
fAmfor TR e ufaftrer geuanT 1 AR yeReT Al Ugiie! SRR TR SREST BRIde
Tt SRR SRS I (1licit Origin) < ST, fBUrS oa ufs Jo sTuRTee! uftar
g aaal fRi erRme fRaRore! SRifes woF g g | orREfie fads Jar wrwa g8
| 91T 91 DT R gonedn Baht SIREAST &5 IR el SOUANT T8 JTURTEST
PRITC AT FHRT YERBU T ATSUMS T R FaRTD! B 64 Sfee 91 Gran | Iai
R X JWREEIC YIS &9 FHRID] Ufed T BRI YICT S2P! AT YA AHd g1 qa
3Rl & | I faxiir eraRty farer 1+ erfArerfiver sifewde! sfoa w1+ i
| HERI IACEO D] FEAHT G ATIGUs Afedd! FHRI Ylgavor Far yondiar e T
T FaRI ILESH B TRYD! © |

ORI YFEPR0T SR R B ?

FH UM QDT TR BT YOS AR B IR TRDT AT G B TR TR Mo
T S A ORI TRy 2 | 31 BRI |9 (Punishment) g7 § BRI TRDT I FEA
FrigIe FHRI (Property) Wd U HU®D! 88 W A< TIRY HUTRG! A6 | SETER0TH
I HHS G Afchd! RIS AT 719 TRP! 26 A1 AT R TR B R I &
T guREamd @Rl (FEF S Yo @) forar uf g W v @1 R orR @1 | &
T FERI TS a1 U<l T BRI G JREISRE B dReIS F8an 71 a1 dadears fad

* [37%% THfT GlEBYT SFEET 134T
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qgocTE a1 §SI a1 SEN THARHAST HRigoeTs U A TR STRId o & TRPI
IS5 | IRY IS WIS 9 FHRT 81 9= ATST QT S dl &l §¥af 8 ¥R fdeard 1
U ARG SR BRUT galge Ol |&IRT UTa T, AT fa=orn o den g1 aRers
TN T eRier g R sRe A RS TR | & B PRiEeols Ol SR
3R I ¥ T AT ST BIF & B Aold T {1 AT TR JGbl B GO
o R WR o+ e |

Pl RIS B TR U TRpl FARDT RGBT G (licit Origin) FHST a1 Bl BRI
I YGATETE W FEIRT GREdROT (Money Laundering) 978 | ¥4I YEHRIT R sMdddRI
HATHGIH ORI S afe AR oTuRTe 9 B | ST Ig9Ud! HRIRTST aRfad AId STuRTe
(Crime) B TR o0 U< TRPI S FHRI FA RS TS GSls UG IRDI B9 91
WS I AR 3 FRPoTE sed=Rvl (Transfer) T, 37df YHRGT FTRIRMET BRI
(Conversion) 7+ T F=fid! w@ifi@ (Ownership) AT IRadTH, FRafiel |8 Ui (True
nature) XWX 9 a7 fAff=T HRIER (Movement) aT fer13f (Disposition) T Frafid! IRGFY
A GHSA a1 Bed BRI NPT U576 | AEl SR a1 IHarers ° S Jlgawor 1o | awi
PR TP BN TGTA T+, A T+ Aa¥ienrs &, gooare &, e T smader s uf=
FART YRGBT DI HYR =TI 1 g&o | TR gdRor (Money Laundering) famor ¥,
058 IATAR SeoRad BRIGT AGAT HYI REEIC UG FHIRT UM<l T+, GROT T+ Tl JanT
T BRI U TR YERSUD] AR B | TR FHRT YRGBT DT HYR IR FADT BT HYR
I MM 9 81 9= T8l UISaMISe a1 Il ARy 8 ¥R faeary 1 o+ #11a 3R
B3Ba KT TS HURD! diel II §J UGS | 3Ffd RED 779 (Intention) FRIE Y
TRPT B W FHRT YRGDHROT BT HYR A< Tad |

$ @1 ARG A W@ a1 =T wd TR dd gorsd T9edl Foe w9l
gfEao Ry A ?

3T AIFTHST I & B A G RS AT 1 FI=I0H wud! FeRid! | oo gorsd
DT M9 FHRT PGP INDT A6 | DI M GROT & UM YD U578 99 I AIH
FHEARID! 0 TGSD! FURID! A AT ATEHM ARGAR TOUAN AT IMARTS
TS R ISl & A TGSH FRRID] STageh dl AN W FRIRT lagdRol a2
TS 76 | A g3 1S TAUT YR Yol Tl B9 | B! FI=IomT Ied i) gfgam]or
HERST e §AHT SR 711 Sawerl qR1 HYd! g U9 -

P) GOHT YCHR, IR Bol, A1d a1, 3, Ifbg FR A SR Glardhd B o TR
(Mother Offence) HU®I g U8 | IR JIWESTE TURT YEPROT & S TG HYR
(Predicate Offence) ¥,
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@) I HYL SURIEEIC FHRT (Property) U SToi< a1 I HU&! § US,

M)

TE Al a1 U gERel RS A Bel 91 RS See O qHEIRiD!
BEATIRYT g1 BUFCRY T 1 3 Gl YIS K IRBIA i 9! Gefy gebra a1
Bl SR DT U §F IS |

A YHROT (1) A1 SeoRad 1 T+ A99RT (Intention) IZHI FHIT UM AT AT TR
JMYRAT YT HUHT § IS |

IETERT: Ff ARHS TIGHT STDT HRIGR TRI &, 9 HRIS 3o a1 K] TRI Ih IS
faf=1 rfcpar oM T fAf=T 9@ WIAESHT AR 2R TR ST TS TUDHIS I Dol THID
IRTGHT KA IHASIC IMF dT T ARKSHT AFAT S0, Ig¥ed 9] a1 TR a1 R
e WRE TRP! B | STS I FHRT a1 Fihl SMHEE YT ATPHT Afedd] XhH I
PG AP T R OGO H! IHAIE TSN A& AP §9 | A WIeHdH S SHS
I FHRT g ARl @ uered Uit |9 | Al B St < SWR®T 88 W oo
SRS I8HT I FRIAAFD a1 ATHI U7 ARGSGIS TUIGEIC grsidl AIHAIE STh
IBH (FHIRI) USTE Bal a8 JHRBHET o Ve JIll Hoss | 8! avew 9 ufe smRemr
T A dibyg SUBRYT A IR IHH UIod G7: fhal Jorsfes | aus ureHr
TID] TP BRIERIG Sh YPH UK TRUMD IWRBIEE #ART BT (BRI, BRI, TS, BIDI,
FTal M) & ARG TR WIR 1 FF FIAR TR HAR YSISRATH! IHH 8 4= aF
JHTS 91 ARGRGT FTEd e are ver 1+ gfder g9 81q ure | IRqufes SureH a-ie!
RTINS ITh IPH BR, ST FARRNIEH, IHEAHO, BRUCHOIKN G & Gah S
TR SIS Rhe Uil T STHRT T8 <o Siiad [daee | RN S9s sThas
FATGRAID] U1 AR U A1ee® | SIFH=D Hwdl Al 99 S a1 UqHdT Fe=dl Gl
HITITITG HE SHS POl TT0T8 YGIHUl T 791d (Intention) IEd! df gie W
FART YIEPIO BT HYR MHI A6 | AT TSI A I&Texvl 17 o |

1Y I TRY AR HHS AHAT WD FHURID! A GoTST DD HRUG AT
o FaRl glgaue dER IIR™ IR ANG 9 Il GRS FURIES i
(Criminal Origin) Jgo&! a1 T TR & F WY TR UG 9UDH! 8 A oDl g7
UES | el e MU A WIFRTH I8d] THURIDT A GOrsd TGhH YR TIRPI
7 B 5 S FRRie! STRIf¥e W goa! argl g U9 |

3! a% FERI glgdvor Farer aw=ll SFE G UF AT 9o &FF A O] g T
TP & AN AUS BHl B | ol 7@ 90 Tgod RIS A~ T A
AT B BT TIRYB &9 | AT B (o0 d1 Aeeie & SR w69 &
URIRGRT qe HHar], waelt den fawelt AR, ureiies den Sl Afth TR 9 ThRST
RPESD] THAT B T |
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ORI glagaxe T Rofior fce a6 TReermi <o = fhaf seT AML/CFT
YOS FE FEANRIE AR B ?

IMYfTe G Ul AT Scaed Jol aEedl oA e A= Y ugar AR
IR BO!, TG U] TAT TRRD TR, AHd GRbI T SAAEH, STDI HRIGR, TR
FIAHT YR IR TR UK TP LFGdHROT T RASRIGM U Q€I 37! S2rl goil
9GRIA (Capital Flight) 7 TR®I tRas | IaTer0@ SIRT: A1 Ieood TRY K B AfRho
Pl T (AN US) A YR AURTY TR YT IHH I<h @b (TI18) AT U] TR Gole AThd
el qga (A sfear, mfewd™) A1 amhw, | a1 AfTa®! el afkhae g+
R I Yored! Tedr Rl ot fagel god (AT ercfoan, smiRen) w1 gusi/garar Ada
U3[S I FHERT 3=, ARG, | WIgd Al YfEdror RS g 990 | Ia9
feRme o9 gfgaror W RE 9 ye Jafdre s (FDI) a1 07 a1 Jh<io HAGR
UOTSAUD! YHH B U~ ST SIBHMI Y: 3T <21 AISTR®! Ui U570 | Siad faerm
FRY GoTge! fagell ggde! @l ki< 48 @ 9Tg I8 JURIR a1 RS Ui IS |
AP I AT IeUfd Xi Jinping S 9GRS Yol TSI UGS SN Th QD!
e T 9w it JREIR ol g | A0 M M1 IRSIHI TATHGM FaTo-
T U o fagell @A uerE S a9 AFIRGSE WS (Fox) ®refem f&F 4, qo0 a1 ay
Y B ST AR Q0 Y T T AFIRGESolg <91 NF 18 Fog T4 WS RaR
Tlef(HuntingtheFoxes)?‘ﬂ'ﬁf1%5'@?[E!\?}T?:H?'UTTFf?")'I'éIl'd?‘85I?IR=T‘;I'éI?ITrF-l'CFI?*ﬂﬁfﬁé’%TﬂT?%r
FAPT ST ARRGES ¥ DT AMMB= Tl AforddT aefvrser afafafd w1fdy AR I
1 3o sreEmafdd TR O g7 998 | fIaemT @@ oo AFiRe X fawell gaea
JATSUHT TR <91 fated SIf fif1 Suraee ! e+ T dfd-s | AML/CFT yomet
3T TSTT SURT Wl 31 UeT I HUST IIRITG HETH=! (T1: UTebd! ASTH=T) AT 9y
LT FHIFT GGHAC FISRYDT TR AT JIRTENGTS <2 WA | IRERS S Ferdl
(Mutual Legal Assistance) W=l eI BT FHIRT IRR&ard! g (Principle of
Reciprocity) 1 3MERAT AT AFTRS a2 fager sRwe! wwafky o1 W3 warss | amaaemn
foRd! TeES A, YR, TG SIS aAT THIHT I e TRIED] §fh=o | TaTeH
9 T TS B URRS SR Ferddl U9, 000 T AYEHT U, 000 BT TRYEHT
B | AML/CFT UUTi@HI 31! SU WHd! URWRE B Gl Sl Fiar (Mutual
Legal Assistant Treaty-:LAT) TR &I 3[R U BN FERAI &M YGH TR TR
AGHAT ASTD FART ST 2T el ae Al | SR Sl |4l a2 9+ 0 ]l
T 9g@ W URERS Al Feragdl Gl Tl (MLAT) TR ST S8R e U&=
T @l i auf YEE | SHI TN UfY AUTee TSl JOd ds el ST T 9%
HUP! B | JARRINGT FH=<IHT 39 SURIES (Other means of international cooperation) ST
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forig SeRY sH1E g9 @ H6d (Egmont Group) d1€ UidRUE |HRI o vifdhd afiked!
3nffs HRIER®T IRAT Intelligence T T+, INTERPOL &I &dRMT &RH U=pIS T aMfe
Af =gaRen 9 AML/CFT YUieHT FACUD! B [SUR &R B+ ok YA T4 |ag g4 |

qgdT R TRY FaRv = e srifteg R yondier wRewr 1 wwafy gfgaso
AR yordier YA :

Ry gfgdvor R G&=l SR 9ol Many Governments @1 BUHT S T YOS
8189 | A Government as a Whole @I SRV &1 T+ TN TG GG DD B |
e Aol aheRiam i T awel el J9e g 8 | R R farureT fafte
U&gsHd AML/CFT Yool ®&d I 99 of=iid faffi=1 SRl den ol Merss e i

%) IaRifey A o) GRe :

R Y0 TAT AP A g faxig & R (AML/CFT) yomeia!
WD T/ B8 I Rifgd R gondidl @ SinmsIReg (To protect the
integrity of international financial system) & | Jd®I 3ff BILFN SUAT 7SI 9
FERID! PRIGRAC Fogue A=Riey i goner RS 2udr afofd ®rest &4
(Dirty Money) 9d9T TRTE faxfig qomdia! aerg RS R orad: Rfd=orE 3 eRIR)
e TS FE=0T 1 1 AML/CFT gomesl a2 |1 Sl SIAe! &1 Aa9g ol |
A fRTE JomSHT ®Iedl €9 Jdel RS a1 TRRED] B B HARAAINNG TERAT AhT TR
TR FHRIeR TR RSS! SR faig don IRMRIT qoe @wemeese qd dordl
JANUATS B T YOI B | I YUISHT adh HeMES (Reporting Entities) & faxirr sro=Te
RO UBRER (Gatekeepers) @1 AT B TRBT g0+ | R YoM @ SIRTSA
BRI Fah T o R Fer, i SFeR 3@, SaaHeR] o™
qer SISl X SIRTed AdD! 3EH YADT WWhl §9 |

W) PRI BRIGRD] Yfded T+ g

fdfr PRIERGT RIGRIGET T U, adrg a1 IR aHd i $RITRGT
HRRAT SARGHAT MR 9§ FHRT YGHIU  TAT MAPDRI HIASSIAT [T S
el derge Tfafffeeer fAever w=fya Rems Yo T o el e ke,
YeHH!, IIaARN T FRAS OIS gad Gl (Reporting Entities) WA= | 9 faxia 1
IRfTT T A1 g3 IoRS 67 | 56 o1 faxiia e, Hear] |, famr aree onfe
Heh g | A A Seod IRAfGTe B & 9 ga@ Gwase et AML/CFT Yomeia
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Gatekeepers g M TEHD! Ufgasadl oMM KYC fIaR0r IRe, A6UE HREARSD]
fada=or (Suspicious Transaction Reports-STRs) T RIGR RFATHT fda=or (Thresh hold
Transaction Reports-TTRs) faxi SH&RI §HISAT YT T &R Fad FeaT (Reporting
Entities) &1 9% R1ar) srfa uae] | 31 R1aR! gR1 TRAT Gadh ARATaTg [Hah
IO IHH (¥, 4 PRIS GH) SR G BT AT I8D] IS ol Fel §RT TG
T4 BRI B Aewayol oq YR T |fdo |

TJEIER: T 1 AIeS BT (CA) B B FFIAID] ATTHID: BRITRD] ST IR0
(Audit) TTef FauTiIG THERT GBI TR §F Fa- AFIRNIG MR HRYT <Raqer oo
forir 9M®Y s®1E (Financial Information Unit-FIU) AT STR 99T TIT:f Tew | Ife @
3R STR TSNS &8 ¥ FIAaaR! MeREe Sma 98 el Fol g el
IH YOS I5P! B | [T AF 854 G THIH Sth AGARID! RIGRDI T BT
PRI T HRA I a1 SO U 99 | IR S} [GATS] AgEEH gal el
IS ABBTTS TE TRPT Mffw fAaRureTs il YfEgaRo [Addan! FaTHSIH
R’ ST (ML/TF) 91Q TR §I99ae T 19 U+ #117g 3R <Redar afda aft STR
UeT TRPI BB W AIE! JERAT 51 9 FRATSID! HIRER §F Ha AaRARET 999 | I
YOS GaS HATHT YfADT 31T 71 Aewyol IBP! §6 | RS 1 TR 37l g7
JigaRora S R gonedier geunT 1+ Hidr 1 e SR gae Swene! ol YA
TH TV | GaAd ARRAIET D YMEHRI YHdHT WG vk 7 TR GRAEeS vl 1l
TRT NG SFTRIM BT BRATE] g1 AT TRYD] U | TUGHT JAD ARATAIS BILAD]
IRUTGATT TRDT HAGRT X B GHfaD! AMIRAT ARHTH T 4 HRIS T Folld g Fael
TRTDI B | TAAH BT S ATSTS g TID! AHaH RIAT 36 9818 U+ 3Traret
IfRTPT B | I9 UNTSH FAS GRAT Wi FHRT YGH T IMTDDHRI HATHSTIAT
R S T HER BT Y MG g I | | §6 qn fRi dwerses
T Urghep! KYC faarvl Il Hiors T9y GHIAT JAad T SIS I8 d! JH
aRY 81 | e g IRAT KYC fIaRur Iestar @1ff §& den fRi wvens Jsae!
1Y IIBT TH BT SISl AR AR doid] A1 b1 a1l ¥R Tesd wifdnya! 2ifis
e ufF Rl | a9 FRiG JRINeE I 61 Wadgdl Rl | aw A1 seEa
oA =R B HR T Ao |

TITHRI FRw-Ta! Sawe:

a6 GRAESH! YMEHR] A= T JaRen a9 Jonerad! 3rhf wewayefl der &1 | 99
T SUARIHS Wal FRIUAS SUe] a9 dol Sis fRudl & | Fadaert

Forre Al FRA-e! &=/ S d SReA®! ufgemd, Jodidhd q1 aqeeiTas &
B e | FaaaeR) Meees el &3 sriad! &g Siigd Jeaie (Sectoral
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Risk Assessment) ¥T&f F¥RT YfGHIOT TAT MADBBRT HATHGIGHA faxig SN (ML/TF)
®I AMcT SIRgA Feaida (National Risk Assessment) 1€ UM T i TRYET
SIRgHAT doHe Ao T e | a6 eis IMed X &397d SiRked Jedidad!l FHd
MR 58 S Heema! &1 ML/TF @1 Risk Profile TR TR TR®I, IRGAT Al AR
AHRIE HRITRDI fAaRoT FIU AT ULl T4 TR TR, K SAIRIH JILITITDHT BN SRh
IUR G TR RS Sl fawgd Fam=eR Fegs daer e 7= Jen wa
fh [HeITd! gHar gigd S SRIFHH Foaed T BRige F9d T e | gadb
HEITS AT SR IRT TRPT TSRITAT 3MMaeIdh BRATS! T HI Ul st Fara!
Heayul HRIAF Ud® | T AML/CET 9oaias e srfars offd 1 #ew v © |

H) o iy srReee sl ufeer qen fAar

HART YIEPRUT DHSTHISIE AMYRT IR 7 T TR U570 [FHRT YEPRO DI &
IEI TR 37T I AT TRYDT R 3= (Mother Offence) FHIS UI T & |
AR gfgaer Has IR A1 S qoiE A 71 IRyD! B | Al ffYy den vgdier wam
e YHA IR TR U< FFRrp! A= TRPS PRIGR TR IR HOT 0TS R I
JTURTEHT YeeT T 8] AaRa TR SR RS | I HATS =1 arg™ faef o1
o d UifHe FREPIUEE S HG G A ANTD TR B ARGS MBS SITAHRI TRDI T
7T ferfed TR ST STRIfSS Sriae fold Ho! g8 adro 16 RIS Il
geTs U R I ol Joasedt gaTs SRIRMT SlIfSU®! SuRE®TS Jeled Yo IR
Ul g THRI S §918 GA: 3 JGd 0=sT IR <Ras | 9@ o1 9ob
ed! =1 §& Rl &Ren a1 g8 a1 |1 w1 91 <2l A= afkhal AmdT §& qen
foRTa S I SeT SFAE9AT FRIRT SR, SRAWR AT SIFNRIRTS & o<l 9184
P TRYD! §B | TR YEPROT TP I B (Greed) T HDIS A=<Idl: Il
U JAURTED] FATHT TS ITHRT T+ TR RIS | es THRT YIGPHROT Bl SHED]
fSRIeH U< Ja®! 310 I Y6 @& (Forward and Backward Linkage) TS
RS B! qel X A/ AW 318 ARheed! Ufear T RS | JHAT AR
roge! A= faf ggfie! uf+ ufear g3 7o | SRl SIfe UdaT STU-TUS] STaverr
A GG U Siee fAfdd wRT 7 o g9 998 | AeRye aHRe! uf dre Sial
FHRT YfgdRoT F= Placement, Layering ¥ Integration &1 SRUIGS®I Ufga ga oM
FHHAT Lo IR X e A el uf+ afear Heufts 711 g F99=1 g4 3D |
T AR YIEHIU BT BYR BT FEHM Ta el Yo AW (TR IR, IR B,
TEHN, AFa SafaRgd, 31, $71 G SR ) ¥ A1 HYR 91C U< GRS 9+ ufgas g
331 GHIRT YREPRI T GAND! ATHARTE THDI TH G&T Wil GOAT & Aol
T HCTgYH] T AWED] ARl 1 7 81 | srerfa F=iy gigarer Farer w=e! o
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BOl, MR, B, A TP Ol o fI STIREd! FaRor 7+ gser $iieiR (Tool)
B | A gE favg 2gA |

) ol esniT Hear:

)

AIIS FaRea= 1 ol &=RiTe! FedHd uRe™ 8 =1 gRIer AML/CFT 9omeis
AT TR B | Fad AT (Reporting Entities) g% ol &5 o 71 uds | §a®
TS Ha®, Wem I 9pg 798 I YUMole N &1 T |aed | A1 ST gaeeia]
TSR] Hrafaaas! I Aol &30 g Yfier wd! Ra | JREEe afsfd wie
g R Jomesi T gdel TRISH Adh BIS IeIS AEdHd! Risk Profiles ®1 Fedid T+
X Al FaRAYAH! B FeR ¥ fawqd (Simplified and Enhanced) UT8d dfearat
faftrewe! e T, BoT g9 AT Yo Yde TRTE BRER TR IAHT SRET A<
STM®RT SHIZAT Gfaded U9l U=, aaRidl ardfde o+ (Beneficial Owner) uf@a T
AT RS TR BT diaay T AT FRET TR IRA I GAAT TAT BITSIAD]
MUfI SR I FTIdH B Aol dae 7 TRR A gone! 9SS B | i
WHR FHre Afel gEarel 56 dur fRig w@enee geae oA qRil fgaso
RO BRI gUEaEHRI g1 0 | gare! Mufadl e il ol &7 B 9 |

Intelligence St

AT YOI 3T FIS Y&l HD] Fadh FRATHTY DT BN KT WRRAEOS YOS RIS
PRIGRGI fIaR0T A1 oY Jwofia TR H TR LI g AMNgE! (Value Add) T
Information TS Intelligence 9T 92 B 8 [T B I 9MaRY s31g (Financial
Information Unit-FIU) & €8 IFIU &Swrad Intelligence &1 JATERAT SH-AM T U+
IRgUST I A FRERE BIE BRI T 6™ (Law Enforcement Agencies-
LEAs) AT & 961 168 IFIU A1 Wa ¥d STRs &1 AFAHM THdHT SR LEAs
A YSIEad R Ufdl SN o FaAT B S WUHIS Intelligence HT WI@I-A bag of
Intelligence) @1 ¥UHT T Fa-ew FIU A1 wfed T IRauat =@l g7+ | Thresh hold
Transaction Reports-TTRs g I T W=fera lRue g | I9dc TRBRIT HThI
A 9 AeE®! IIgTH SUANT g9 TS ORI STIRIY®] a1 gHIadiRal 8o g
Jco |

ShiRew SmenRa wrRfue

AML/CFT Y@l Ha ¥ 9RE U&l ¥d! O MREd! HaRer 7 aid aeea!
FHR SN WU §F US® 9= Bl | 91 ARFer WA W uRkEred T qear
A faxig TR AR T WRBR FeH 70 | IHH HRUE HREARSD! =0T qsrsal
91 Gad AP WA &l a1 gaors Intelligence 1 g5 T e o
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U3I8al (Disseminate I&f) a1 LAATDI AT &l SARIHAT MMRT wg (Risk Based
Approach-RBA #1) T U&® | I8 I YomaMl Iogal Rifd ad arere facia

STURTEIHT SIREHD] FIeATYT T Risk Based Approach 39S GHHISTHI © |
) WHGY qA1 GBI IMERd HE BRf T YOl
AML/CFT YoT@ie! 37hf Aewaqul el Wil faxiia STuRTe! fHaremn <o1 fradr woe |9
WHRI @aEse Government as a Whole @1 TR $1 T U648 91 81 | G®
e Fereeda TRY 999 92 J8ar uaiRe® (Formal) X 39IU=mR® (Informal)
TR §3 UPRP §6 | I TN <RSI T T FH-add! S g T gorres! 4=
=1 W= Jen fafY ug<dir gam IR | STd: B EPAIC B RIGRGT T Gl
@ (Intelligence) 91 Tlff TAf ¥ TR FaRT edhT FIUs ®I 6789 Egmont Group
DA U< T Ao | TR FFaHdl RfGaam $1 aeEe B4 gm0 (Evidence)
HHS T Y&l a1 AR EPAT D] Gl UREAT FEd Tl gt qon a1 3
Shd T Y&l YRR B G Gl [GUeiid Jo7 Iguelid Hell Sl dreHere
T Afde | A Aerrdieedl ud K MUl AW U gdeedd Gedan e
UM T Fa 5D B | P G I (Member Jurisdiction) & AT IRI FIAT T
FEANTHINT=-HH T e (Member Jurisdiction) @ THIHT 5 STaT%h SUGRT TIRITHT
THH! STAThafRdl St ILFIRRT I8 g A Yol HEAN a9l SHadery Afar
(Binding) ST F9IU@T B | IRINCIRAT A1 TRYST G T FEANTH FHIAT o
Sfars Afes ¢ (Member Jurisdiction) & Plenary &I GAIAT e G ICES A
FATF &H&l a1 faque g9 | 98dI &M Ye™ T HRAT BHbHeIR] <RITHT St
DT FHRT YEPIU UIMSIDT IRERS JIdH §al Bthdd <RI I T 3 Tl TR
U g X GHoTs BIol A el S Twa! i e 89 990 |
%) Effective, Proportionate and dissuasive Sanctions

T YUTSIS FO (Sanctions) Wl aRATGIS UMM FGeIR®, JSMDH, STRGD
UTHfie = = 9181 RIBIRG TRDT B | Alhd] SURTEHT HSTATD! AT AR TRD
URE Ao IR IS8 =1 JAPI YICT Al 81 | DA AR SR Howd afh
TAGTS HITLIHT IR YPHRD! R T FocdTied T+ IRI X FATSH I8 3 ARGEOD]
BHHI T IR YHRD! AWM T TS HNY Hel AAIRITD A9 RAoi1 T+ T FoTd
TRY U =1 TADH! QT TIRO RIGI T AT B! B | TR Qs qonaes
TH YHRDT RIGTT TAT AT AHA e Fold TR 1D I FHA YRT § W< W+
AE HOI GHTEHR] WD A6 T B 199 7Y UL U S Haa® | 41d TGgod!
AR 9 RMEfQd e Gl J&1 A SRR TR a1 81 99 S a1
TUTGHTRAT DT A Hih |

3% Irored/ Rajaswa



31) Consistency and Coherency :

TH YUTSHT A ARFAD! SYTH SUANT WY AHTHR! TR TR0 T FaRell RH B |
3R G ITIUMDHRI FHRIS T JTa= I THD IRVAEED! T O AH
I IS TMEHRT SUAT R IR RS Fieos | SF BRG] T4 F6™ (Law
Enforcement Agencies) ¥9&l Al WU®HI o ol T Ig<) A Fa=E TR,
el gal TIRYST FT el AT gal Jel o8% WU I Shd T ANTErdl RS §9fy
3eTHad! fvfae SThd U+ Ss=arged! FRafl ¥ =Rl Shae! ReIfida Consistency and
Coherency Yg®! 8 US® | 3TTaRD I 7 U §F U6 W1 AUGUS 9 U AT
G AFEEFBR HH gdl YUBT fo GII/II HR qoo FCT SGRIBI AT
TRTST I IH FETH HRA Yo % B WA TRYDI §J I&8 I TeT <l (AHAr)
TRYST H& GeTdl BT Yo % HE TRBR Y& S8R HUPH §F U4 T AfRNoHdhdie
ANTETET TR FHITSTHS] 961 W1 gel HH IO Ui Shd T+ TR 38X 9UP] §F Ua®
R SRTGAAIC B8% WY HHITGTH A ayufaerd SRRy Sihd 9f IRYST 8 Ue® | T
e gal AT uel b 7 PHGIR B [ET Sl @Il glfead, & SiRed forg ddars el
BIfeas HIfes STTTEHA® of T8 M, SRR TIRYST GelDHIHTe HH YR HEAH T A1 &THade
IR G, o] JARTGAAIC BeX WUHT JEMed 8 el A JMRTGAaIe Wk g, Ao
U5 R SThad! AR fo denfee ugdl don McRiee smMa @@, g el
IYP] FHRI ©9 B B 99 Uigodl [%g 8 SRR & SEE 9. 9 BRIPI RO
FTE T, 4 BE ABdD ANGTE! o5, giael 7 IR Woiarel Refd (Degree of
Crime or Degree of Affiliation) 1 3TERAT HHRT STHad! AN &7dT fog o= arfdramier
e A1 FTAR TR X IAETGIAIC 38X WGP e AR TRYD W1 Az HH IHH AH
Shd g1 TN 38X g1 ¥ B8X WU TAl a¥ 9= Ui §RIRl Sfhd IR ¥ faE a9
RH TS g Ol TR TUGHT f[IEMM 8] <Ras | Shd TRYST e T
BYHT FARATY 7T Jod! e d 8@ a7 TRUD aRdast | AML/CFT 9onfes & 9+
SWRIh ¥4 Ueewd Coherency and Consistency 89 U I UHEHRI SUAT FFH=N TR
Ay gg<h ¥=1a IRSS Fel SRR §J U7 ¥ IRR JEMIY HEST gal ¥d Proportionate,
Dissuasive and Effective | (Sanctions) 8 U GRIPI THIGA TS | MMHS TP
ST FRIT SE JfdHde Slarhas! g+ U1 BRUG U I9 USRI Tl
2Re RPB | 816 APG 91 8l <@ AML/=CFT UUMSI®! Jedid Wgigdl I S
TATSHH IeoRad PRI UE BUAT J9d U6+ | APG &1 Jedied feas A
Seofad fAvuEed wEfd ¥ Fege teiten] de sa=e Afadeess auys
9y TS | SIS JET B8 WY UL AUTGH] G MaRIe Has) THfd Shd 168 =1
TR TR TP THGRAT B ol 9 srae |
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7Y ScoRad o, A ugd Fa= Rigrdaen AaudEe Ee=T TN 39 Jonas A<
JIRIED] IRSTS THAGR! T8O |

Aqe® AML/CFT yoneén SRaue 180 99 :

JTTT TP AT, TP SUGEI, TAHBal X FIeTRBIT FHdd! f[IaR T Guy
dem SIRaT! R (Thresh hold) Tl ¥RE HEX B SRRT FAfS] HT o1 | 945
YR 9IC U TR SAfogd FH WY UM I | BER TR 910d Sfogd aEl qod g
U Ufe R FRRT PGB BT JTEAHD! AT 97 - TR BIAD! 07 9U! B |
TJETERUD] I : Bl IBH THS! (429 B! TRAT Al BRI AR PGB Bl HYR DI
gD fA9g g1 81 9=1 7 AP | 816 Ffogd TRl 9 BolEe U YIo!
U o | S A SRRy YfEERe B HYR A S B WIS | A B Fael
JATEIRG WA FFIC IO BOID! TR T+ FHrRIae Iga=m a1 HRare! Taf o
A g HERT TR TR fgdRoT Bl YR AT U G: FHN g W FHrUIa®
(Proportionate) ®YHT oIl g, W-H1 HEMT AU Sifovpe AT X IR SITEDT SRIRT
TeaT fAMITST &FaTe U RIS 9T | HRTH g dYR A1 da qolid % IhH NI g
gHR®! AT (Thresh hold) RITHTI TR | ST BHIEIC UIKT IHHADI T THRT fgdvoT
BT HYR AT BTG T IFIFUM F gad

31T TR HAD! TR LGB T A DRI HATHBIIHT a<MF ST fHaRer (AML/CFT)
YU T FHId |9 Roreeda 99+ 918 (Common Understanding) P HHT
ED! ARTB |

SIRGHHT MEMRA WS G HUNvl, I Tl SIfa- 7 ufad A1 |fbga! 6 |
IR TN R G T AHGY GHTIDHRNI IS Afbyd! B |

HAH HRITS Risk Profile TR 79 7 9 T WDI IRTD |

FoTeRl eSS 8F®! & WIRaA Jedid (Sectoral Risk Assessment) TR
Al B THID] SERAT YHITHRT BT g7 T+ Afdhegadmr 8+ |

i AFeR! 3PS UK gDl SIRGAHT eTRd ¥s fAeay N gEamd e
AMgE! (Value Add) 7RI Intelligence 1 STUTEH I U=AT SUfArd SUAT AT T+ Afbgdl
qRIGT | IoHfa® faeadyor (Strategic Analysis) TRI SMdeUd HRAGIGT SN TR
R g1 HUNOT IRDT U argad |

LEATD] S, AMNIIT T+ BRI SUGE SIRE®! &Hdl, STORIRG I ATHEd!
BIYD] HROTS IFFEN I AMNACTD! BRI R BUHAT YHETHRI g1 Fodb! B |
ITAIMGR] BRI SUfard AT U GaATdh! SRS MEMRT g STIH=T T+ ADh b
SREGT | FRY glgaror S frT 0 REfed TeET F=id IOie! SIE
H I gIUGl el dedh W GHiadl THRT YfGHIOT BT Geld! A= qAT AT
B Fbdl IRIa |
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B Il T G IAMGET YUe! HHGIR B |

* FATF o1 RIBIRE sr@od! S ol |Re T gonere! o 1 sfiger Year uf
Technical Compliance T &= 37 &4 B 7 qid! Ed! RIS |

" TGPl AML/CFT 9ol draf=adeol gaaaiRar (Effectiveness) 1 WX HHGIR I8
B | SEERV@T IR : AML/CFT Waoiat a1l drafas |fifa (Working Committee)
B TR S AMfAD 966 RS T9d gD |

" IR B R AEWS Yl U FoREed a1 Foe Wad W R §F I A5 & oef ?
AqrGHT AML/CFT  a==t &R &g fAmfor IRy, Wael 9918y @R SRI-aa- 1 18T
W | SETERHT BT : HYR S TR (a1, =01 F1 Shel) U, 000 SR TR
B ¢ 99 g BFAT TR Al U IR oA U U B VN 86 99 ufe Ted
TRYD! B | 3D T I DA STHR B BRI T brRIgs (Law Enforcement
Agencies) ® HYR ST AHRID! AT, FRI-F0T qAT Thd ¥ A FRID! AT T+
TR IFERY RS U5 | WIRN oo dRed 9 a9 v sFfg Rag a e
@ ud o |

" R HERIeR 9afa dIfeHd! ave T R difad U<l SHerhers eriodd fearsa
IR I YUMSID] JHITHR] SUAT BRI g1 ADhad] O |

= Ry ggaer FaRe ol g9 ATl A1 w1 81 9= §is B ok a9 Bl A7
Seo@ TRY FHIRH FHRT |9 FerEed! T8N I T[T 419 9%e 94 999 | O
| e i ararEaRod 9 SR g WR U g8 | SifbA®! ifeufe o1 R arhel
G T HHARIS Y TAT el BuH1 A= giaen o= /urse I Tiais @ UhRa!
e qurs Wed! ararexvl RS Yoa! SRIfGTsSHr T $H 11 HHARID! FAg0 [R)
FHRIGID W I IR S T |

= amyfie ufafd qer Afdaa A ugd s IR St yafad Frafy gigavor o vy
DI IFEUE T BRI SMIA 3 MRS FadETa HH B |

" EEOS] AJHAM, I ¥ B8 Jel WA Consistency I Coherency GfRdad |

" %A dUl SRIEFEEE UK SRRl S SUHT aedd T ggiael (e g
<fdeq anfel

DY I GURES :

" P &Eal 9UT SUGH AAEEE JRRIdl g1 TR FATF &1 RIIREs T s@e disa
IR T BRI AFT BIAD! 07 TR 9&8 | &R T Riggdn =R o
AT 3T TR AR T IATG T SR O T T B | TG HgR A1 ba FGorrd qefl
Ol I@H9@T e R (Thresh hold) I It R W1 961 T a1 fRl g9 R
DI AT FHEURT YGHROT A1 UM FTEUM g T TR ST Feled TR I6S |
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B ot aRRfET Srge RIS SrT<Meh a1 HH Fecdd! TG HYX 50 Sth gade
BCIg] UB | Hiauy GRrmd g v B a7 (Category) Seod WU UM T S
AR THYD] BHHAT AT BIL (AT aT ILTAT G T U9 |

" W Fer, wEIRer) qur HHARIe AML/CFT quifesd! g¥IgHl THeudl wars+ aeal
qer dIfesH HrRI=HH Harsd T U8 |

" g |9 FerEee Siked @1 meRa ggfa (Risk Based Approach) #iemenRa wg
Fd T US| BT B T ariar SR Risk Profile TR 9 ¥ anffe wuem
JEERE T T 9D |

" gEe ", FemEer) Fem, i SHeR) @1, S rafaad T Her, e
T R qen ETed FHAd! S NUARe Tl SFITaIRG FH-ad dl Fedhr T
UdS [F¥IT SR faeiy ugfret Saw=rer fFEfor o Tgue 75 |

B SEM, AWM Tl Jel oevdl el Consistency ¥ Coherency § UGB | I%IahT
BIR FETDT S T+ 3 A T HHARID! &aard e 74 gowa difed fagg
g |

BIET Sraeer :

-¢ gel difed Afeusl AR SIgaa de AN T SR-kIE 1 g1 | SFIRSoe Hiud
R goeeed ATaHH ARGIGS AeTadd SURT RIS fods Fwfd v fgar
A, ATEUFD! AHd YOH AIfTial 88 | FHUM HRI B W BT d IS 1 AFAM T
Al 41 | AITGH! AML/CFT Yonaia! i 711 fgUa! | 2099 DI GiIde=H Yo af
RISl (RSN gaes) 18 AML/CFT @+l aifes figuar s’ Wk ofewa |
TS TUTGHT JAATSTTp! WR fAeasr] gl a7 | I<h Ufcida gl Hifduee = aifed fas
@] Ao T+ faw 81 fos S5 A1 ? ST S <o d A Right man right place g1 TR
TERAE R, 9 dlfed RS A I AWM T &M STe® | drRfead giior
MUl fAge g ifdgd WSelen ¥ S foeie W19 WG B | Il AaRATH
ETD! W& ANR e T8 ? 3nh FRIRy Jfgamvor oial auf a9 SR ifd ey ST Jga
1Y T U SIlee FTHHGS Joied AT [URTETe TR STga=d! ST ol TR
R | A Wi Hw Phre ?

® fAEE I T HRINT YUelh] JHIadR] SUHT BRI 9 & Ao HHfor 1)

@R TIRY U8 | IAE dig 9y UMl Hrfacr |fed wrifHasd kg ue |

" N 1 SN T MeREe 9d WMo 99 §95g U8 | Ta T3 gfafde
ey TRY US|
" Rl YREPROT B S T ARGAT Bk 9 FATF Recommendations, FATF
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Evaluation Methodology, FATF Investigation Guideline, Palermo Convention, Vienna
Convention @1 faff=T UN Conventions,Declarations IBRI UG ¥ o= &HcT §
U | 3 HYR Pl SN TR Heol O AT | BRI FHRT YREDHRoT T STdddRl
FAHGIA i S T HGR BN T TRYDT HITIID] T UfS Jedid
0 | THS Sfead= USI=d & fRgad d9 w91 wfy gfgaxvl srga-uH fAvrmEre
T Be IS Hfcd B | Aals I8l NS A4 R wfefdy, & T ¥ Sga™ T
fAerRm Yo T HHEREe ufihed! T i T ? I GUR A1 | Wi Tgod!
FHRT 7 Yigdpror IRTPH FHRY 81 W= gROM DR Y T dHARIGIS Yhucd X Hbl
TR T AR AHST B #1d Go T3P 86 999 |

"3RG AR YUBI AfAHa SRIGT TIES 15 A 20T RIS T Fahr IR
IJ@ UM T 999 | HAfGTH BHl HHAREE N RSP B a1 B AR 18T U
fAd@wefie g ¥ M T I TS 98 To! ST SRV ATIHdC HHATRD]
S Sod I S -Igedes A A T fWAreal &= siuféa ufdhe ur<
T FRGIS G BIRG TH TRISH 9ae0 | YR $I ATIHM qAT IS F=
I HHARIG U ST 3MTERYT TAT RMADI YIS T4u+ I Al IND] FEARAT T B
Yol fawr TRYBT g7 e | il STam= AGERID! uf SE=H AREP! §F Ueo |

" U A e THEd TR gD MERE I8 WS YUl U Suee 9 6, ufaf,
JUHRYT AT fALTveel START T IS |

" RIS GEANT 9T GHGIP] SFH] AN MEM Y El JANIR diel ofdih fae
T T RSP FYATT SRe TR B TR g U6 |

B G AT SYRIDT ATHRTD] T TR Hel FbrIe®e Case Management System

@] T US|

B GIAD! NI RIS IR TR BRI TRDT G UGW |

' R SFeR) PR O AT GO 9918 SHARID] SHAET AWgE] TRY IES
anfes |

farsp:

iR srRTeT =1 v ¥ Wouss waT B4 | faxig sriR fFaree! &1 fafdy garss
g MU WU Ul uftewt fameeHn iR T Yy ugch den g aRads g2 emyars |
A gfgarer sMaast i saRy 7 Safed wEe fAEfr Y A deree @ ™
PR T Joe! WUeT el ORI gondiel SOudnT TN oTew SRid 6 goddl
HYh TARIEIC IR AWES] AR T Feel g1 <@l g9y glgasor  FHaror gondiat
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e R | SiRkgwsn smenRa wE e ! AR fa T8 ¥ ¥9-99 18 Government as
a whole @1 Rigr FHIfoM ATESI® ol AORREAT JGHAE I Uel Irgeodrd D! FhIdl
dT IRIR® fRael Rigra s9ivm sraxiftcy dgam don S9=g R &f 7 A1 yondt
FMEAP! TSI Hgwayul 6= 81 | FHRy glgaxor MR 1o acod ufe o =aa: IER,
TR B!, B, T IR T qo Al TR faRor 7 7 81 | H¥d! GHIGAT AT JuITesTh
PRIgd T W=l faeell goeel @l R T 81 I A1 HIOR SFEawRe 9 8 0k A9
JUSID] MR AT T+ 81 99 AT b A g1 [l IR FaRvr T g8l gqadRy
A1egH 81 | AML/CFT UoéieTg 8riles ST e ST I SfT=1 81 9+ a1 gemad R fasra
IR T wecaqol SiSiR dem gd ord & |

T arh

= gERY giEgarer (W eeveRE) AR U9 08y Tr FEEEE 2003
= JERy g A= sfese

= FATF Recommendation 2012

= FATF Methodology 2013

" URERE A FERE UF 060

" YR S GERT q A (JUahT FRIer qe Sitd) U Qo0

= The United Nations Convention against Transnational Crimes, 2000
= The United Nations Convention against Illicit traffic in Narcotic Drugs and Psychotropic
Substances, 1988

" OES IR
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AUTGHT SRISTTRID! IawRqT ¥ PIfe-99
HIEFRIGT BRUT ASHIRIG 89H NP @ &

RIFR H=TS T MAF AT =[AGH 900 A ASFIRAT HH™ THYHT a1 HiEaAT Ay
TFHINTHDT MM AT Gl TRISHIRAT HST RSP AEhT IR AGED! AFRI & g6 | TureHl
ISR & 92 Ied] B | A1 &3 X IR &2 qel IS Ul & 9 foga wuHm
ARST ¥ UM BUAT 4. 2 USLHT 961 SRISFNI B | Sod SRISHINI GRAE FHIEE 76 uTs
WeHRS faeRe 7 fafdy fAfdse iftra ¥ srfa yarTes 7 s B | sHefhe! Demand
& Supply UETH! TGS FALRATHT Ufear I fIeBuor T8, WRPRD! HHGR Ageaardl e,
PRI FAGIR GA9Y, ORI SeIhdl 3TE, S |e@id I Semefiadrd! oE Sie
PRUG &l RIGARI &R HCR ICT B&d G-I § TG AT BINS R P HeRo
3PRIT ST ISHRAT o Hgad Al | IS HeRe JAIUAIRSG &3, A T qDIST
SYH X TICIT FaARIES Al Jar, Ay, wieq &= ¥ 9efde oA e 3R URGT
Bl ISHIRIGT & PIMS R Bl SRR AIBIUT TS ASHRT ¥ RGN Jdgd  qchlfes,
AAHIGA I SHBIG FURBI VRN T8 TP SAMGRIYGD HRITaa TRAT AMHoTes
AP I ARG ®R AAiad I IS JSHRIP! a¥R UGS §6 |

ISR X AUTSHT THPT aeRA

P T FEH IIRAT BM I ATSEID] qAGE U DM T IAAR AURSY A RIS B
UG TTIRIRE HIETOT, 0681064 FTAR RIGRIR FADI BN - Ah Pl HIFAT HHTH THTDI,
P T AR 1 SUGH U, BED] WISIHT FHII YA SRS §IU AdCT AUGTS YR
HUP! g IO | A WIS RISHRIGTE BIST 9 X ST FHID! RIS 9+ afifedror et
B | U@ a9 4= $H FIH RISFRIGE Bl TS RISHRI I UH a9 4=l 961 qHID!
RITRIGE G F9I@! Ry 9 gRaifya Rear sl

RISATRIDT & T U, 0004 FTAR RIGRIR Afh W6 Ud e Iua1 <AaH o0 A
JISHIRAT HST AT a1 BIRTAT ANBY FHINSTHD! 3T 3ol gl WRIGHIRAT W& ARG
¢-4R IY IR FHSH! AR b G e | TH VS JISHRMT Fow QT a1 S it

* QY §f3g, 79I GVBIV |
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JMERAT RISTRIGRE IRYINT RIS |

AUTGHT ASTIRIDT STaRRAT: SR AEvT, 0%/ 0y

| {qUTOPI SIESET - R,80,00,000

e Sue AR S - 19.4% (R,00,8%,000)

" ORI &R (RE BUe ARRIHE) ISIR) - 38.7% (90,¢§,000) (TBY 8¢.3% X AR
RR%)

" I wUS PRI HE SRISFIR - 8.8% (R,0¢,000)

" RN &R (Ho SFRIRGAT SRIGFR) - 99.8% (99 90.3% I A@T 93.9%)

" FHD TSIl EhI IR T8 - 94-8 I9 (3¢.9%)

T ANRAL

*  BHftEl - 9.4%

*  TJENM - 30.(% (STETAT 94.9% < H0MET 93.¢%)

*  JAT TAT AR - 89.0%

efRre AT RIS awe:

J2F JASTIRAT TP FHAR T - 88,6603 (IMT. o60le¢ I

JOY - 83,8¢,4809
ARSI - 2,9¢,8%%

NP ASHIRIAT IXHT BHATRD! IEIATD] STl

" IEY PIGR- 8%

" rfey BEER- W%

" T BHAR- %

Y IeoRAd TITAIE TUTGAT TRIGHIR TR e 8D B | BB TTGETH] HRG 30% ST

I TUs oy !, AN &R JOud 961 I5dl, UanId &= ¥l JMUAIRG

ST RASHIRI &1 I8P RI70 | JaT 850 3T &5 1T 961 JAoNR] TR B | USRS

RISHRY T UL 2 AT FIH=T &1 X IRFC YT 99T B, AR &R IR JoQer T

HIRT T&1 ¥ GERURDTTHA Tl HF Ra-6 | e ASTIRAT 3168 HHGREOD] qIgerdl

gD |

AYGHT  SRISAR] TARITGS T T TRIGHT eI E, BIF T SR TINege

AYTGHT BT o RISHRI SRGTS THEIEH T TRl AT ARIND qolRAT WU §T TqD T

SIS faqem™T WUUM AR Y& 74 AU WReRe faaeRa 7 fafdy waenfe, S,

HRINT ¥ BRAG JIRES s YS! Bl &1 430 YI¥es 3 A JaNal yqa fadvaes

TR 9Rgd TR © |
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9. AUTGD! WA, 063
= fQurenf~, gemed, e X wgigd e
" SHINIAT B X ST T Zhad] ] avel
" sEeRhols S8 X aWI® qIy WM ISHRI Afglg T i
"5y I IASHIR TR AT
2. ASNRIPI 86 TR U, 00y, HAES!
" RERIGTS aRART TR
" ORI BHIE T IIEeR
" JONIR QAT B T aRe
" RIOR SR TS AfPHR
3. YYFES AR BRI AR, 008
" ORI FREET gfgare IR A
" RISNR ARED! Flerdor I TrfAfha<or
" ISARIGT 8589 Ufeard TRYDI
" ORI I Aol ST aEer
»  fyafe e =aRen
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IR TTF ARSI AMGHT AFAR BRIGHEIIEA T AP §9 |
" I8 T I F el goic WM AFET ¥ AE@yyl o RISy AN d SuHT
grIffedr fRfRer TR goic qon BRIEHA aojAT AT U T
IR WG HRAT Y IR WY WRUEE ISl TAT doic §ha T
4. UrE AR : YHIgd Joie al HIRIEHH TGH
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AR G AU Fgeeius I FArHd Tl FRINA HAfd 169 TR ASHEod] 8ahe
R Fofg v MUdET A, dEEIE UK AT, Fd AETRIRET /2RI /SULIREEE. Ured
TR AoiEe A RIFG TE6TH] T8bR Ud I S T+ IRERSR] HIEre
U9l WUHT AoEod] DI Joic IR T B TR | Thh IHDI 96 AW qoic
TN HRIFHA TGAT FAfAS qfYD Foic TAT BRIHAD TG TIR TR BRIYTGHAT et
THoe | 98 9ffde A don sRizA®! FRiial TR U1 Joic Jhedl qRil 99 d
TIR TR BRUIGHA UeT 768 | Yfdbad dgoic a1 SRIHH dopdl |ffde a9 aRoMT q-1
o e X IHel FeaE Al difeer Iwl g TRe:

" O gy N AW eraesdre fAvagEe arera wefidar RufRer
" oS g T fwea wfafieed sewe I mafAwar fRefker
" Oes FT A qoie (o1, g9 ¥ R JgaRen) a9 erishHel IR AR T
" e Ui T A IR RGN R e e anheR®l SRIEHAeR gaigd TR
JHTILT T
o anfdfe fAaddr ARieTr qarR T Y1 T
* e ftmes ARier TarR T Yo T
& B W : FRUfGHEe WG I THHET T2
goic T HRIHA qol ARARERT TIR TRITHT AN o1 ader A don HrizhA,
T ¥ FIDT ATAM (A F qoie) M8 /TR FRIUfGHID dodhae Tdd ay AMNE Y
T 3 Wad RS 9aqu g9 | SRUGHEe Wiad Il o I FId! A
fafeaee fRts < 3ef fAdgeeT SUaT S q¥dT MM 90 T A TSR FHET U9
T FARAT WM WXBR F5AT3H U, 008 AT TIRTDI B | A1 HRIFHA qAT FoicH T
G TER ATHARDT TKIIE0 DRIUNSHID] JSHaIC Widhel T &0

() AT TRBRD! A TAT BRIZHA

(@) nffe fRLTe (M gder 1 gRarfdd oG BB TRED)

(1) fafeE e (i |f3ad divae Y&d e ¥ SRz aen Rfera o
gl o)

(|) Soic a<hed (1A 3aad! aenef, AT AdD] HLNMET A I AR ADH! SFHAIT 3T
=y fdaxor |fza)

(S) aiftfe e SRIHA (G0 DU fORgd HRIFHHG! Al q W JKfdd I6HH)
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R i e ST gHM SRiUIfeaEe Wiad TR FHET UK T
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9. HKl TROT : gOIC qAT BRIHA WG I HrRIaT

JA$ a4 NG 90 A fF TR TI/srderes F9Hl Ul IRPI MR[TR HrRIufsHEe
waa T T2 FRFHA SUTE [SUrRIE a1 HRIUGHS Ardd! GRITGHD] B Taw e
FHHT U TRBT HRIYIGBIEE Fidpd A JALI.HT o X I (FoIe) DI A T
U9l HUH! qoic 94 fa o™ Bomodl I TYH ¥9Y SUeE RIS U4 §0 | |9ME
BOHhe Y UL FUIH] 8900 Joic IR T+ a1 gvbrd dfed driurfesern fhafl gorea
Ho N U AT B | HRIUfehEe FhEE HU SAEE Aied RG] FH=<iay s
Foic UIRA TN Fagu 0 | Oe WIqgd RS doic a1 BRIHA SMau 9y T 4
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*  HfurTET 4 W qEd! ADR &
e fawsn i, S veq sore

TAT PRIHH g8 I BRI TH

TSR] G TR,

[aedT (Strength) gaedl (Weakness)
* [EHIRal, WedlRacd ¥ FHAID| © WHY WEHR GG UTH WUH
Rrgram  omRa asEig o |fAfiEe SHAEl g Fa,

Joicory of UIfifde SxadSidl BUHl
T fage IwHINe SESdET SuEl
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WP (Y3 2 BT ¢ I W TED
anfdfer af |fdba 3 wfT! /@l A Fiat
REaT W U goic FHMT U2l IRPT B )
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HIGdl (Strength)

gaedl (Weakness)

* WM WHR FaIed VAT Foic
THT AT ¥ YTaeT I8P,

* Foic TqA FRIHA TGHHT B
D FRARIPT GREAT I B, had
qeA IABRDT T AILAT BT H
TRYT,

* fowNE U9 WRO®! GEET IfRd
W @8 ¥ Seufafad,

* wifde <y = Fom da1 a1 o=
JAHT B RPN A HHARIED
ARG WS TP,

* FSHN ERPRAIC Joic dol favaei=
SRAD] THAT PIAE®  [AH0T TR
SUGE TRIST TRYG,

* HEWNAMG® Soic Tl AT qofl
YUTADI AT TTRYPI,

* SMufdMY waq fvaa  aramet
FHARIEGO D] & IEEaREal
FRFHHES FFATGTA I,

JAUEHI Folc M@l . GEl @d T
yqRr g e,
gulce Tl BRER I B QRN ufea

T 9=T U " X USeEIC UK 3
FEI T T W TS ATF SilS ot TN,

3, TaH ARKEMSIDT TSiaIe Arsr1 oIl
FRIHH YT T BAIC g ST [,

v d=r@ dum  Efed  Soicdl
gheaar WRed TQfeuer (@R
T TS arftfe qorea! sifdrmier
fewar @ g1 W),

Incremental basis AT g1 & W A
TATRIRE § TAD DI,

I Wl HHARIDT TG T HYHT
FHIRIGIE W oA dfds RS
FHARIGIC P TRISQT Joilc TR
PIH g TADD |

3R (Opportunities) FARH (Challenges)
* WM T8 aH SHyfaHEer Rerar, A1y <Rg legacy & U THT A
* I &AfTR! Az saegd Hofy TS AN,
T T, qoic. TQHTHI TRUEOD! Ul U1 TRTST
*  JId, AN X SN d AN &, A,
* | X Aricefd AEH UIH U A TA BRIHA BAlCHT g1 I
ITRPR, TSRl §ET8 AN,
* IMFN BN AMB HFA TS T qolcH] W9 UED] WEEdl BRM RIS
AR, A,
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AR (Opportunities) FARH (Challenges)
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3MILIRAT YRT TN SAILaRT 37Tt T MR Ul HYHI R T8 DT qofl Uhar
Plan and Programme universe ®I AR TRISH IAALAH §B | AT RIFI T8 Folc qofdl
el A1 Seov@ TRY FHIRHST A1 aRUES Ul BUAT UTal T 81 9 dolc aRuRSD 4S
PRI Fe9l o UhearId g1 GRM JAER g1 Ao |

Iy |l

UGS e
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(@) anfefs HIfAf (Financial Procedure)

3N U] AR UTaee® HRIa T+ fafdy, IRET a1 wregd 81 | U6 ARETh
anfefs gomvIs Foaned W aRer, " a1 fafy enfdfe srifafy gen faxia SRR
U B | e gerHd <Er favueed A USIeR], HANI X RIGRATGIRI
IMERYTGTS FaRkerd, Fafa 3 Fa=or T 91 (He 998) R Wigd v or] fafyr den
TG B | e BRI U S Jod <8 [ITuss T[99 RO §96

afefp PRIARGT FHd i, g, Amuevs ¥ Ay

RGN PP FoaTH- Tl Faeeg=a! fafyy qem aRer

AT T qoIe ToAT

S aRATST T (T, o, I2fAd T, M<IR$ oT) 3MMER
I R T+ fafd

anffr PRIARAT Ho™ SerRh IRATSd Tl Arfeef=

ffp PRITRGT d@ieH qAT Ufaded yomed

i =T, Gowag T, dUT WO Ui

g SwRafRa yagq |
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e R SeER - IQe Mo [aeferie Jfae uifkde S 984 T9u fosart
W T |
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gfcreaedf T Licensing 1€ De-Licensing @1 &9 e safd Narrow Orthodoxy 1€
Modern Economy AT S ®ed=1 IR 21 | sreare onfdfe gigar o8 gur, AT a=an
e, \FIfoTe et guR 9 Macro-Economic Framework Discipline AT Y& | qerd)
IJHOTS RR TS I FRINTT TS 31 Y&THT IR-THI=0d 1 Afpye | rfa—=a! W SuarR
T SAFFDI ASHTRY ST X SIedd gl T o | BT 3N R, ¥R I HrRIFHHEE
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sefa=rorg Pick Up Rrew 9fé=® | Asian Tigers @ Knowledge R #F 3 4Ra®!
e, faeR®! SerErvEre srRfa SRl 9 8/Y YT 9 B | @1 B Sustainable
Development Plan &1 d9jd1 TR &1 &1 g9@eN! dRAa4 §91 LDC Graduate &1 1R

A X WG UG, STEihl IS AUTeiers 18, W@Red 3 [Aaraa FgHifiidia i /e
T 3TN TARSUA RT |

Sustainable Development Plan (SDP) W< 71+ 4 Pillars

9.
2
3.
8.

Economic Development — Energy, tourism, Agro Industries
Social Capital Cash / Empower
Infrastructure Development — Road, Bridge Airport, Electricity

Institutional Framework — Justice, Security, ICT and Federalism

SDP 9t 7 4 Pillars #ed/®! Economic Development @ RBM (Result Based Management)
HEY T d ?

N[~

I Sf@dT B RBM @1 Second Feature - Accountability @1 Geamcll, TS
@I Target Set 7 Ua® | S BN &=l & gfg T 4 gfaera anféfe gfg
TS ASTIRIBT go Tl R e g |

Small vision is Crime ¥ HASATS AT X DBrsfarg A [deqdT 3T I faBRIT
fa=rdmr  sfei W1 Wk Asian Tigers &1 SUHT wnifid g #eda gfosm
R gUmRiare ST Ael/uRdel s@Ee®l SDP TR T SEHT I3 & eI a®
THH] IH FHAT AaLD B | SHare gl G wafey o yondHn aRed we
ASAAID] ARHRST AU g ARD B |

SDP Implementation Phase @Y Mid Term Plan B8 IR A LDC Graduation
g1 dRI=AeE Focus T |

affe wfsie afyg afffs diegpfde smaas &=@l fasraer SDP €T
Inter-linkage 7 |

JHYAT SDP &1 3 9e1 Phase @1 Implementation AT SDP &7 Target 8Ri® T 8
geT Pillars 1 gl gg Target Fix TR Short Term, Mid Term / Long Term Plan
TS X IHD] FARATIT ¥ ITREII YAMfd TR Result Based Management
T | STHETE ALl Pl e f[AHTe! TRueg Yol s BN eFd e
MeEnfeaxer I Ja1 &=dl e g1 e 4 |fdés | SDP &1 ¥ Pillars 7&d
Economic Development ®Tg Prioritized 7 U@ pillars &1 =Rvl X fAebrieTs
SDP @1 3 =RUTdI Implementation Phase 1 afdg fawgfiieeor 7+ | wiyare w1y
IeRad Arrow Orthodoxy d€ Modern Orthodoxy AT SUARUHT Modernized /
Diversified Economy a1 8@ Hafad Remittance Based SRR fefa=Ta!
Structure = gRac TR Transform g &M FATGRN WH=1d srRfa=a! fdarEE 34
AYTSID! TS IFARD! I X THg UG 191 HHI B |
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Tfafes enfdfes gfgal geas e ToHifae ReRdl el fadma! s earfed
R TRl BRF T g d B | fad 8 Serdhal g4 e gigars v <fRa qo yftrerd
I8, U JAAIHATOg Difs 9% d1 favA aRRedis TREl ga@ favar © | ufdeal ot
THD] JaTS YgRId] BIgR Ffd—adIec YR T4 BIS] FHIH BRITH T+ Hed bl gfaa
qG® (Asian Tigers) @1 39d I YINT U4 faeaa ISR sfa= Wy g3 fowe! g A
R IRAD! AT WRYX STANT TG <RE-0 | UToD! ATHT &=A7T THERT T+ Afdahier 8
IRaR®I T U Y BH B | IR G Iodh! TI6EATH G5 [Bly STl Hiva
R I ¥ Go e ISURAAT BN SFD] U Th [UEE  BhM HRes arfae
R fafifdexer R I Fo UE IURTH HN §FB UM e8] UH aRkge | e ay
005lo0 AT PIAS-9% FEMNIETE AUTGd! 3rfa—= = yIfdd WS 92 yfdeds ones
anfefes gig TP ATRATATE fAERP! SUYAT {55 IR HHGATDT WRYR FAN T4 UG |

ufSen a¥eeH avg aUl JaTe! S JeawR difed RS I8 SIS AaRars $rH
e Ufent a¥AT fociig uga fivaR g8 e, i sRIaR R gonfear smag g8 Tua
JERATHI YA, FHorel ya Ay Fgfoaa Smadd dRiEHA WRER TN Ta DIsS-9Q
HEMRIB! BRI Iges gRRefaar o anffe il sermm sared v gaferd
3MRfs AT HEfTHROT MU B | TSRS AR TS oaf GO S AR 3721
T qoic =T 9¢1 <Ra, O ke JURAT Fafa®! U Scow I g T9d], $o
IR ATIRAT XM AT & WRAHTDH! ATIR UK HRI §8 [eISdIC gc THa Sfed]
fvgerg FegoRr TR AR @R I MR 91 <A 9 Y QR |

fArsepd

anffer faer AR g1 fawa 2154 | anffes fAmryet @1ff1 seid=ar gia TaaaH ome Jur
Maed B | e Hifde &=va Hiftes ¥ O dagsdl ReNerR (6 @M nag T
ABTAT TR g T YUd! S U | A 9R¢olRo Pl THHAT  TUTGH THATKIRHAT I8dHT
N IS G Hed! AG SR D! FRmT Taf T 9™ I8aT g™ W faamraeis
IMCH LA HE T W1 AT TS ST BY | ST 3 TAGHT Yo Haere! |
AU Db~ 0= J7a1 G IToiiiad [ddbrd Ioh! © | e, W@eed I SiaeRa’H
HUD] GURS Do UAIE dI8d AHINIS [ABIHT TUfed Ahosal U<l 9Udh! © | qmdl e
fara® sHH M fAdaIfod oFIfe GrE, Ao, SRERe IR Ag@d! 3ME 7 & |
JMARH AT, FABIGA Td Ha I d¥e Joicidd deed g1 94 | fteg #gwaad! 3
i fABr AT Hwed! A I@! IMRASTHT UAAGAAT UIRA | FHI I BRIGH T~ g1 Al
IETERTT Y B4 | g e ufder | 3 e wart i 79 daer | snfdfe et
& e IR AEEA T by | fAH. 040 B TUGH IoA @ AENfie &=
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JIRP gl IUCHT TAT | a1 geal ATIR T FILRATYH T+ ST ATl WY | Fd YeThl
rafiredr FHER &A1 | Ui ]oFfae IReRar B1fd =4 |

T IURRh Sraven e g1 U ey Aewad onfdfe fadmradr wed! A1 3T STarer
RIS 37f~TH TROMT AT B4 | fJeqad! Uigfad o o9 uieH Riedl 3UR HHET © |
IS STUTETHT STATTRAT S B | T T8HT TRPRS TS, MSHAT fABTHD] FHIaT TSI
B | Heg UBIS! BIHAN, goTdl AN, IR S0 ANfES 3if~H aRVMl GiEl Hedh AHI0M
I FUR HUD! B | HA SH, Tdhe &7, IRAGH SATGE HVAT TSR] I
fafafre~or S@ ® | a1 Feree A avhar] 14 aeR 84 | Aifiia deorar », anffe
BYRY T+ A R AST6e Bohodl B4 | 31fd b TgR U&= Yud! R IIoHifad
T AT fadbree] STERRIST Fafor YudT ST 2T 3qd] T A3 9o TrIfAdbdred! oivs
e faswra 3 & |

A Q00 T UGG A FA AR SeEe emelie Term TRk T8 [AF. 00
HRT AW 3 HUDT Gdhd] WRAT JA18« IRifed ufdagal ooy il faerie sea
BINTG TGU R B | AF. 00 AT UGS W~ JGHdd WAl IS el
I e w1 At |ry gl Ao Hraf<aa=+ & | aaa SR R e Qe |
TR WU NS qadied Isadl G940 e 76 g uad] doaRdl Jadd s |
TG SIS God] YRIaEdl T ol 83 I SRiftey &5 [aHara! §9f[ |ganT < M
TSI famTaufie! gRUTH gRecdy Aiead! A AARS B | I T GG UED!
PraTfred X FedTl Tl STTS! ded ¥ 811 810 APA R ERIaels [aead! U6 gy,
BVMOFEI TIE I I8 FF0] | IHHI B &P T8 I DIl GG U&dd] hanfredr 3
HEANT ST of YfAHr M¢ ufy Afcparal w@ref w1 Al I31 o Sl wnjfesd X wmfoid
9a Afedel ey w@ref dfdgar IRg -l &Fdic W8dM W §e  sustainable
development plan &1 JHEGR! HRAFIT QUid TG B, 9 T9€ U6, @I UG
ARTSTE ABIGYT T8 AfdD |

T arht

= anfdie HdE, o0lole, BIRIADT 31ef A=TGABT YHREE,

ol o enfdfe den faxia Rerch, anfdfe o Qouglowy s dears@mar emenRd, UG T 9,

m ol goae anfdie dern faxig Rercdh, anfdfe af ouulove BT { ARATGI deaTEHAT MR, UG I
3,

" of¥fes a ouulole B URRIG FH@ MERY SEH, Bfad daTSd [,

ey AT RIS B,

" ] PSSOl ouEs,

" R ARG qeaTS®, e 9y Q004lows, WRAR faMET

" R ARG qeaTs®, e 9y Q008l00l, HRIR AT

" R ARG qeaTs®, e a9y Q006lowe, HRIR AT

R0 IroTed [ Rajaswa



AMfF SERIBRYT, AR ?

IR AT *
<*

A

3MTRfp IERIBRYT X FASHBRUT SRR JauRoN g 9 fdeqeardiarvre anfdfe emm=r uf
S ISHiaD, AMITSTG-ARgGad, Afafs, AT SIhd 94 Mol GHCH TaERoT
1 | e afdfes ITRIBRUTPT ATURTID! YA T 1980 Bl TAFHHAT JBRITEIE Yo HID]
2 | JORIdPT doplfod JUHE=] AFRE 2R o) 3fde Hifders gy ¥ Iqaifod
IARBT Ul JdTes I oDl i NASTE [AoH-91¢ wua 8 | e SeRIaRora
SAYRON AT NIl SN TS hwdl [ Ygdeos Jgord IR FgwdyU 3ieR(tools)
ERESIcaull

AUIGHT T 1980 B GedHd! SRTEAT 1985 HT Structural Adjustment Program (SAP)
Ra Economic Liberalization @1 9IM 9gal 9 ¥ 1990 (USTa—=d! ARG ufs A
Economic Liberalization @1 HIfaTE TawH TROT IS |

fregamdiexer wid! fIegeT SEed! 3FaRd YHdHRl 81 | TRe DA Hal GHRSI e ToIRES
GaT T Yfhavor 1 B | fegemdiawor wmer 5w, awg, 9, dar, ufefd, far, gaer enfe
Tagod! W a1 fafe Suwr snadead I SRUER ol fash! faarer g sresen & W
IARE T FRAMEHH SYAT &7 B | TR FSNaR TRERS! WIHEHT WWHhT ST TR
T ABTE FAoNes BHfvad T9SH ¥ ARGRS MHA! ST FHAD Biead 9+ A F & |

|9 1980 @1 Terdufes A1 e IR ¥ fdegamdiaxel International Wave &1 o
IS FERe® B | WTO, IMF, UNO R I9a&T Agencies, MNCs, SAARC, BIMSTEC, EU,
G7 & G20 nfeora HeEess feqamfiarverl o qesed B | 9 g U I
R 1 TR U AP IIRIHRYT ¥ fJeqamdiarorere oia7 a9 | sy o u4 | awef
3MEAT TRIDI IM<IRD A ANGlg TR JHae AT FARNOrS TR FUAT SR T
q 3TTSTD! SRS 7 |

I BEH! URe! @usHl A SERIGRUID! 3, JAURUN, THS <l Irfa—=H URDI

* R FRwE®, widoilad 3T awgT diled & /
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APRIHAD AT THRIAD JHEAEY, UMSenl THIAT ARG STRIGRUG Ad Aed] G0
BCTSAUD! TAT SUGE HEFH! FAAISTS Aol Jasiaydl Ui+ TTaudl Jgdewe Economic
Liberalization 9Tc fa1 amfard wigar fod Fa=v I @@ 911 & &1 2 nfeoral fAwigs
FARCYST B | I @usHT SR & B % fbel 2 FAshiexor Sri=hA Sraf=a=mn <@ war
AR T ARSI FAONavl FRIFHAGE GOkl 966 I8 SUHEed! @ell 19 TN
IRTD B | IR TS GosHAT TR I JHS URBI JHIEES ¥ UG Jodheos
freqamdiexvEre 59 U wisar fom Faeq I 3Ed! d1e & B ? SRal foeemEe de
TN TRUPT © |

3nf3id 3GRIdRoT

DT AfTHHAT TRBRT FI=0TD! 37 T8 w99 fefa=r Rerar & s onfdfe gfg a1k
T IR Td ared gfol ¥ ufafters Fafy SuH1 STt 9 |a arraRorel RSt T siie
IERIHT B |

anffes PrAaThaTaHT TRERDI YT Hlldl BUHAT ARE! ol =PI TEThTDH] DA I8+ vl
SIeTS e IeRIaR 46 | e Bhareard SReRS! e Sdiel SudT A=e! ol
SFD] AEABATD] SYAT I&+1 AARAT W&l Hod =01 YRRUETd! STMERAT SR FI=e 7, Ul
AR PO T, AR 79, 97 T q1 M Waar Rsyal §99 |

“qoY, YR T TOIRGTE GBI HI-=v§re g5 T4 Href 3 3ffds Sardideer & |- WDR.

STfIRAMT AXHR! TWATD] 3 g A MAF ISRIAHR0T & | MfAF BRIARAT TRBRDT
AHHH HH TWEY g a8 X Jurare e fofa g7 fd ude | aafkha w=fy < anfde
WA= Hesd g7 g gad ¥ ARGl A SERIGRU B | AfdTes WA Fa=or qen
fAcerare g<h 7 } ol eers dicdrs T 3 e SRS B |

SERIBRY -

" WRERS 3MfE MR ey 7 [rfT=HT RGN BXALIDT 3 T,

*  BI, SATE R fAaRuH De-control, De-regulation & De- bureaucratization 7,

" WRGRPI YfHT gers (Privatization),

* qR] A AATH SdEd oI FuRer, IR, e ¥ faffEaeR ST gRMT Market
Mechanism @18 Autonomy e |

* International Trade HT a% AT HATH! GI MMadorad g fa |

" PRI IEED! AAT TS ST |

»  FEN, FUR SIAHT AMAE PhAhad SReR®I e e, SARE ¥ Faaad]
ST W& |
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anffer SERIeRUIdT Jderiee -
» Market Institution : Legal & regulatory framework strong U8 |
* Physical Infrastructure : Transportation, Communication, Information T JaRI JHTIHRI

U6 I1 A g IaEReT U |
* Development private sector EJUD |
Economic Liberalization fadivarss
»  SRfd=AT Aol @] Ude HeWIRIA - SOiR Sa-=®! HST Agwayol & |
Y R Ui SURAT T9R §a=Io T |
= 3T gfoReud R afaRe e oHifders o fier |
»  WRORD YD FEoidhd], IORS I Famee! S99 & |
» SN &FHE ATEReTeT SSrT g |
» R goil R uRReTE safid T X w9 @deR T el IREER |

s SERIHRON STEROT

farean o7 ISESRISHROTHT RN gHard 1 1980 (1979) T gr6HT United Kingdom-PM
ARRE AR S@! 37fdfe ifders earasn ¥ 9arfed USA President ITes X9 Si=aa!
e iferg WifsHae YoaT @ |

AYGAT T 1980 P GHD! STREHAT 1985-Structural Adjustment Program (SAP) <Rg
Economic Liberalization & Yai wgal uf &9 1990 (USia=ia! A=emYAn) ufs #
Economic Liberalization T Y®I U |

3 faeaat g Ui 4@ Closed Economy AT I8 Ha 3w o ©+ | Sgif~d o1 Closed
Economy 9q@T &9 Gross Domestic Product(GDP) X and Gross National Product(GNP)
TAM T8 | 971 fameir FA Qe G fBRm®! dafirs wsran fon aen snfdfe wers
AR TRUG §?{7[ | Bfduge North Korea, Brazil @18 Closed Economy P example &1
fagar 9 North Korea, Brazil are not also absolutely closed economy country #+=1 Hfd |
IfSeal faTa SReRS YHer aRads, ol & Fam I ufoRaell a5 TgaT s/awern, NPM,
Re-Inventing Govt.etc ®I ATRYN NMfee Nfd STRIBRUGTE 0% Feral fAuvad! <Reo |

AMIF SIIRHIVGT FRAFES

3Mffes STRIHRUTS S THT Hel &3 [AATHEOBIS THCH! 570 | MMfd STRIBRUIHT TS &I
R q@reA |fes |

Industrial Sector
= ol e dovEarn
= PEs &I iR
» RRE FIHeR WER BRE JIER g |
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Trade and Foreign Exchange Sector
Ul IETeE aRadl YeH |
YR ERE<] "Te |
AOR FETET JEE |

Finance and Monetary Sector

» I 91 foRiT &7 Wi wd— |
»  oex gfaweTe R Bfay o gwdy T |

Fiscal and Public Enterprises Sector

= hHIh GRev "Uci3d |

r IYehOls oIl TR X AT aRgeedT $1IF T |
» VAT &8 3<IR® IoRad] Hoaved! BuAT fdemrd T+ |

Others: Agriculture/ Social Sector / Information
= G oo ger,
R S geet T e |

3PP IGRIGIOMEIC JdUuTdd! 31fdosidl IRM! ABRICHD Ude:

3119, 0%2A¥3 AT Economic Stabilization ¥ 3MM.d. 0%83l88 AT 9%¢Y AT Structural Adjustment
Program @] YU®! S Hhow@oyd AureHl Ui e ISR dh Sd HUdhl IReS |
T SRR ITRIBRUT URRIST qreard | 3! ST<IR® &Harey Jaed Ta ghkiers
EERPI SUAT BUMIRY D SilS Qg U ATSTd ATTLIH & |

HHRHAD JHEEOOTy TIIER a@eT Aihs:
ST RS IR [STHID I ghg

" Y ST GER TR A
" PRI URAT ghg (TR X I g9 vuA1 i gig ( Ferim fafdfeso |

IR ST ST Goeol (WRTRI Siefayd, Riars, faxia &=, Jar &= o i |
RISHRIPT qERESHT iy (oLl /[dafe (fuser smmr gfy |
" PEs @I fAoiiaxor

" A X gfafder e foueR faewr | o e T TIREY GABIOT 83%— 9C.0% AT
"GR! AHRT AP TSR STHD] quﬁ&r
Howey wWedl v KR Aol |* ulifer Rem 3 b ufafter swamxo
TR R a1 yeH - wdies | i e e afs PPP
SeTET T 'WW&?&?WWUI
_ ; e v Jefere Ba=ET |
" ATy e i el Re [N - e o e g awRe fer e |
sy Sy Aare! Suwer |
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= gfiRgytar 9 - Jeaar M=o - wEfeod o gonsiar e |

" GDP & gfgexAr gfg - ¥a1 &=d! AFTe dal |

= el gar afsafe ofg |

ThRIHD JHIASD

3Nffds SERIBRUIBT FAHRIHAS YHIGRH THRIHAS THIGES I I8HT B+ | U6 SRl =R
I g=TH gAf e g9 T, WRERG! YHABT FHGR I[P, ASTifad IRRET T
BIMID! SUYRH ARV S THDD! BT Sl JGbH1 AP ITRIBROTS Al AeTb] Gl
BCISfAUDI Tl SUDE] WWW geIsfevar ufv LDCSW Economic
Liberalization §Te A BIgaT fod Fd= oS &l THRIHE JHIGES dex T | J9eTs
FAgER e | |

M X YD A fATROT | 90% SHATHT Yo% AT AR X R0% SIHATET Yo% HId AT
TP B |

TRET 3UeTRd SUAT TS DA | TRETDT TS ¥+ b dex T | anh ufey fRuer REr
G 9¢.9% ¥ IgIMMITAD TR ISP STIHEAT C.E4% bl B A Gini cofficient-
0.29 TZ® B | 9y 3N AT RS Q 4y% AT X IZIATHG TREHAT IZDHT THET 99.44%
|1 W @& 8D B |

ool FENEY IRRING Ufieae fias waa eRRI 9Y | 9K SFaYR gRIC
HRAMI, TREHIG] TR FeN, IR BIST Sl HRGTT S |
AT ¥ ¥ Fe} AT |

S SIS W W dex T | A do80l- BIGHATS! 940 IARDBI SH HUMSI 0y
MRHT THR

IR =1eT | g X T | 7Td §¢ oY T gers ufdhyq | smard fFafa srgurd q:93
I & I BN gFAe" @™ Y9G URA Barter System ®FH B d g $Y &=
RERF $Y B4V |

TRISATRT GRILTTAT AT MMSH Tl | I 4 B SFRIRh TOIRHAT 3T 8.4 BRI STLIRh
@M | & 9 3D (difficult,danger & dirty) HWT |

RRIE FIE AT N Foq | MEger o ST SuHrg &5 931 s ita
w4 |

dfdre T foxiia e e vyoufs siffreter wfAvr S=a1 sMyfa dfde aae af3ad A
e |

fSTiRoT W 8% if¥r 9@ a1 Public Enterprises ®1 A5aTa BT g4 G | el
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Public Enterprises ®TeT ¥ b 931 | oiiga Heeima! /@l W+ g3 ¥R T | 30
geT Public Enterprises fASTIaRvl, 816 4 aeT A HHGIR I[GRATHT 521G |

ol &3 ufiRaedione ¥ RmiaR <16 &ift 971 Fa | Bfaw amvma, Ia! Jeadlq ¥ a1
ESINEEIRE eIl

anfdfe giger oiwawr y gfirerd w1 AR S | |

MNCs & INGOs HRHR H=] ARhema] iy |

AT ¥ I ORI HRIA g D |

GDP &1 gfgexAr gfg vy 9 ST X Gfiermd! aneq Rk 9cal - Jar &a3a! a1d
ANEM deal © | fd=H SRl X AuGerd! HuE aed Bern EfFaiaso,
JenfAHRoT, FTARAIHRYT I TARIGRUT TR NS TG HRAH Agd WiR FadHar
B | a1 gl BN I SEUFEFD! ANEH der8d Afbyd | (943l AoHmT By &=
ANTET GDP AT R.3% @& 8d! B )

UfSea] FHIAT 3N ITRIBRUTS HId WEFD] <[] Bergfayam] T SUGE HEFd] Aoy
FES gTgfaTar ufy Least Development Country 8%¢1 Economic Liberalization aTe amifar
Bsal o5 T STHHT T HRUES

SIID! SUGTH arraRol 9o |

YEERS] b T Tqda] SHel 839 gRag |

Political stability ¥g, JTsHIfae giagar I gRaRidm®! 3Ma |

Brain drain 9e% 91 S0 S T8 X WUgh SIS G W4T |

Capital flight §e3 T G W1 BT 91 aIRRREAT |
Lack of long-term policy
Lack of Skillful manpower and appropriate technology

Comparative advantage, IRR, Trade Mark SRl GR1I8%HI Sirs fad dfdhg |
Weakness of Economic diplomacy

Dual Economy ¥ IfRvT &5#1 3 Uf Barter system &4 |

Public Service Delivery &SR &4 |

JM<IR® BIFID] IIATERYT IUY<h g |

RGTE FIARNHIO, TORIGRYT I DGRV T g AT PRUEDS fdeq
TOIRAT Ugd WY U TUree fUfed wisal foe | |

SERIBRUTD! gD g

SIS 08w S ANhl F8dfd Brad T |
TR &mdT faerg 7 |
B! IATERTT ST T |

IIRYT YaeRE®d! fadbraar sire fa |
Economic Diplomacy ®T§ FHIHRT g8 |
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QI ST a1 WRETUTdT BRI waTSH Public Enterprises Goaa-d! We gReEdI0 04 7+
JoED I Uil Sl aiiee SeTHl Sre e |

DD RN darsH |

RRE FIIGE AT T |

RTSTHIfa® JIReRAT®! 37 T |

3maTd yfoRemuE < fafd gaga T |

" FHAEE ATARIGI, TARIGIT T IENRIDHIEI T |

IERIFRUEIC Fe1 WaT T&l BIsal food M<IRSG &Hard! AMglg T8 afesdl TRPRD] ARIHAAIC
FGfod HEAID] TG TR IeoRad GhIasod! YHAHRI BRIIITH] AEFFAC qel Tl
T3 oM o8 FARTSTE TaERdI SUAT SUMRIRYT T ARER © |

forafi= o1 (Privatization)

ST {0 IRBRPI I @D Adoi=ie ERAEe®! RSFaR, eI, I wWifekd
Aol &om 9 W B | WERD! JAME FS=al Wh JATTSg Aoherad SF[argHr
F5ATG gl ToIR Sfd—=HAT IR T+ HHeTg Aol 9o |

Afey rfd= TGN Wifad!l g1 Aol aFe! w@ifg I Joar 7 Foiiaxor 8 | anfdfe
PPUTHaTIHT ERBR HadTdl BUAT Rl Aol &Fdl HAgoIhdIhl BUHA] I I8+ 3w &l
Enicaull

[T refar FAohdERer ¥ IRBRD! BGHT BPT S, FUR Afeor (= aRer
gfparere Aol =@ Aol e el Smuie! g e a1 SRR T4 @ |

IS 37fAT fASTIHERT HP! TRBRBT FTHTRIGRYT =07 f3H TR A dIaRoTaTs fAoiiaRor
A Afds | I e STRIGRUD] SUS B | 9@ goard ¥ 1979 HT UK/USA
“Reganism & Thecharism” d1€ YTHI B |

fASI@RTT ¥ Q040 IFHAR -

“Frofliexor w=Te yfieFe! @raReraH ol &erg deurl Rre, Ry T, qrem 9,
WHR WIS SRR SO a1 3 B4 ArgAae ol &89 a1 e ket
FHHARY, BHAGR T $o8H TS TEH! NS a1 gul FeHIfiar 7 RS 1 F9pues |

a1 gRYYTS fAoiiaRord! dRar (modality) GHA0E SHISS |

The transfer of ownership, property or business from the government to the private sector
is termed privatization. The government ceases to be the owner of the entity or business.
The process in which a publicly-traded company is taken over by a few people is also called
privatization.
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fofiRor o ?
=  To reduce role of Government on business related activities.
= To enhance role of private sector in National economy.

= To attract Private capital for investment

" ONETeTS fAeraAT FeHrl TRISH,

" IR AR T ol W= AR,

= SNE=T 961 Productivity g8 W= #1=Id,

» 3E @1 sauRon—{el &3 e BhardbeiiH IReRY] SISl §79 W A |

fAoieRor ¥, Q040 AR -

" UGS ORI SAFEE SEiod S, Jaugedl S gy T Sdad
ECISES

" gSMEwde U@ GRS URal R dor yemafie 4R &4 T,

" gioTEeR! FaAGHl Mol erFd! HeWIRIqMl @ud giy TR 9T SUHT Q9@ 3Nffh
e 7 wficy fRas gficavEre ufisHeseerR fAoiaver T @aRerd 7+ |

IS WIS doeg f[der 3 fAoiiaroe 4

" UGAT UfRal AdGe HRmHal 9 fAH. 9’3 ol fRIeTR T ol e
IS & | AIEoidh GRAFD! AIoag [Abrad! IR arRll Ao (f3H600—033) 316
ga T Srmfe 91 |t Aror (A, 083—0) AT GGG HEIFH! HE&AT §3 Y
Re5 | M3l AeHIaRE ASd FRIa! Foiaxor UuEhar o 9o @ |

" g NENfI® &= 90 g1, ARG &4 ¥ acl, |aT &=H1 99 I<T, |AHINd &5/ 4 JeT,
SETART &7 y X AT &5 § 9l TR B ¥y deT Hiaelh WYl JfRdad T B |
@ A 3¢ TeT GG R A §6 Gsaread Wwdhl B | R I 30 ger
Frdeife Eere A1 SEr fAofiaxorer af¥rar sffferer o | Nfdv<r =, =
2fb X ugfowr a1 8/d Wuufs PEs AT GuR a1 Foiiexor ufpan suféa oo
IME a8 FDh |

e fagead HaR gRae S @eeel guR dRipaae S@ Ufihe T deam
HUH! B | Q@R ReMars I UM T4 S8l Tl | RUA1 I 9 uf afo’ed B 9
DB HRAM YARAATD] UEHAMT B | IR Aol HeAHa! FUR R gl fIdey Amhd g
HITH | Ufed], ATaeld FeRMP! SR R GUR T+ Javvad, Ufaftemd, eaariis
R yforgefceTe awan sifgle 18 o T8 SRemTeie guR 90 Saedhl aRaua © | a4l
P TIR TR T B FRIFEI®E aehlo eiiaxel (ppp- model) di€ FoATSA TG
Raua! © |
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FISNHRYT FRIHHT HRFET <@ Wl TR A AR Ee

|l ARy 7 Aoiiavre! uBhan gward 3o del Aduie weaM fAsfiaor TRy
O Ui FoTiaxord] UEhar guaeR] g9 Fad | ufden! T RoiiaRor ufEnan e
Sfew < T B | Y oY AdWe Hemeal Foiia)or 79 9 dfeue v A feiaa
FRIEO D] RIS, iRyl I el §9d SRITHI B | AUTaH Arhdeis He
ol s gtpar wudr uf fAofiaRy erfd srifaa= @ WSG9 e

AT
Folievor M e 99 ¥ A T T8 — B RORS dolsd, B4 el 89
FEATIROT 7,

S HeRI FoaRor T Toiis I TS Sed gl gfidgdrel B,
RERIEA JAMF R — WREREAeRE RSFER I Sawas] 98 799,

AT AR X UHDUl g — oD Soeedl HRH-WRd URUT — SHo
BT RFe) HQUf e T frsfiaxom <Rave wraEe

Teat, e fASNAxUIRT S22 X XU TIE HUH | Tl BH I+, Tl
Fle wefen faea ufpar — HASH a1 Ao FQISH B B 7
fofdaseraT UErar sicg= »™I ¥ |*  Evaluation of Assets

Sfe® — &S BusT ST 23 ay |*  FHhi I 7 SfeaE © |

quF iy | *  Post privatization monitoring 8 |
LT TS YOS FASAR | ol TR R 8 |
) o RN oTAter sTefia T @fee |
Tﬁm ®  SFAE BFID! S URPT B |
3 * T R G SifeshHT WY |

Tl e =fis fer | . WRBRS ST F_Y WD B |

T e favgee W e, (o Aol &5 oneRe SERMT 419 e B |
folpa Fomel @R |o Qe smaggda ) gEeR e @ 3 Whim @1 soa
ALY X GREU T HISTE, o |

3 farg B - * W GRS B4 R |l AR B YS! Ui B |
’ e Trade union @ fdea i1 Afpe |
*  gMIfcTe FreTd! favaers o9 s s |
° P GRFOE oNeRY T (SHSUAR) a1 3.) WK
g — S T, AR HHI, e |

3IRET, UFEHANTT H=¥he 3 | |o ISTIRIE STBTeRE ¥ AT FR=RAT! 3T 7= |
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fa2ac=Mfi®BROT (Globalization)

" WG BUA UG ARG G T9Re® ol TN Yfhdor T o |
" frgeEmdieRvl HRel i aEedl Was aul Y SuE snadead ¥ NRUER U
fa=1 faavor g7 erawen & |
- s (labour) - & (goods) - GRS (capital)
- a1 (service) - 9faf (Technology) - fad@R (Ideas)
- a1 (Information) &1 fdAT Jbrae JAMENHA I TSR TS |
“fAreqeardienvr yHe) fdeae! deed! davd Ulbavo & |1 WA.

|9 1980 BT SAHURS AT International Wave I SYAT FME FeRed B | WTO, WB, IMF,
UNO and Its Agencies, MNCs, SAARC, ASEAN, BIMSTEC, EU 3fda fasgeamdiarorearg

IS TSP B |
Globalization

Globalization means the speedup of movements and exchanges (of human beings, goods, and
services, capital, technologies or cultural practices) all over the planet. One of the effects
of globalization is that it promotes and increases interactions between different regions and

populations around the globe.

faeqaardieRer ¥=er AP, FOH1 ] fAganl TRERES i9d! =REAT X UHIBROTD] Uinar
=5l

U&H Wifces I 95U gca AT fdeqamfiaxviers duidal farel $uAr fos®s 9o
WM X Ay Rfd=Eedl Ud df¥ad, AfufRd IoiR srfaaRem UdHiaxy TE |
YAvTSHIHRY e IaRiaxvl, facelt g e gfg, I 3 9saR gl v
Yl BROT B g1 A1 | 9gal {9 SRfEpardy SRItgd &R, d9R, ¥ |&@id 3
P T8 | YATSHIHRY &I IR AT I THIdvrdl 3fed upar 81 I s <
Aiepice TeEedl HHHd © |

JEf g5 ¥ HEAlf Ui YAvSHIHRUTR SEM R Sd Fvsoiarve 3ol 2w & |
freqamiiazo-amryg  fadvaEe

" fJe7 JURGIE TS SHISHI BUAT WHR T |
= fegardt ICT ufafder garm faey s fag |
" A YR ¥ fdeqandl iR SaURO 3 Y RS 9] |
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" fegard] gl JURA RIS Phauerse LR g |
= A v faegemd! Werike g7 |

@R ¥ gAIfd 91 Globalization:-

freqanfiaRvETe SR a1 FHI & IS I+ BRI AP &Ad I AT R 0ES |
B IareH R faegefievor

o I YR X I ST IR Iced JaIS8 TR Mfd FeF TN I I
FRHAT Bfad & N O |

HERa 3 feqafiao

o SUYN H&RI, AR I UINTHI HRIHTIC HERIISTS Yfbapd T+ UITH TG TR FUSIDHROT
R St fave 9eIS® | SifasRid Serd! S¥gi SIfi=hiol 570 |

Safha g X faegefiesor

o BIHAHA SIS & WY U AR FRIR TR8S |

T X faegenfieRor

o TR X YRS WA= YaE® I WR gersH WY Ul fIvgwiiE ¥ EREl qersH
YIS Tl HGfd g0 |

et R fdeqafiaso

o HIGH HRE, AR FR&T gcdl B Cyber Crime SIRIAHT IR TebT B |

FA R fdeqemdieor

o TR IFATGTR! GRA B | IHS TR FeNH B IR TRIfd 96341 Golbalization AT

Y BT | TP HRATHD &HAT X AIfaid Fdodid! B ufF RHaR |

ICEGE G C e ]

"grft faeg@Er TIRE T §awl av wHT ARG gio 1" TEIeR

feqamdiaxve yvae favaers USer Global Village @1 $9AT SUTRY T g IDI
JUIESTS aTe] Ui e Aidad | a6 B 9 I JHaIe Ficwd Faad | THG Fiodb Afas
Y RBAHT HE) TEM<T 961 3MaF 4 Al T A Soid! Al o |

freqadieRuTs FHREAS THEAES

IOIRP! digaR A favg soRAT ya97 |
IR e araraRoTe! SoTT |
B ST ORI a% AT HaThl IeTa UG |

Right to choice for custommer .
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= Radical transformation in ICT ¥ 3&9 Yard X |POSITIVE IMPACTS OF GLOBALIZATION

. Gives Access to a Larger Market
BXATCR T | . Provides Cheaper Goods for Consumers
™ W IJIIES Wﬁ%?_c’ﬂ Q;I-Q—CF[ s Globalization Wets Countries do what
They do Best

»  FER, oI ARG X HEGIAP! &M U |

" QIAERYl REU, eIl aRqIu|,  TiRer
RraRure ggree fdeaat aveT qg1 9uaT |

= = eSSl O AbIae AT X SR | Npcarive ipAcTs OF GLOBALIZATION
WOV | o - vy - S S - A et of Prices.
- far | o Job Insecurity.

= e ey wfed e yaE |

" IR SUTEAD] aRJee D! fded IoIRAT Ugd |
»  URA- A& oMl I IgRIftey FHF-al gaer |

TPRIAS THAES

Leads to Better Economies
Promotes World Peace and Unity
Innovation

Better Quality and Variety

IOIRS TR T TS+ 98 ok faig ¥ Gap g g |

»  JGYRI G X T obedl U gRomH TRed! fadHr afEe |

= 3% AT - fA9aHT Per capita income 490$. Congo, Uganda- @1 B ¥+ 109,602. $.
Luxembourg @I J&®! B | THS AT oRE Icesd! foadr 9t <R |

= RIPREAT geR T

» Yol ORI — TUGHT eRd SIHIMT ST 931 qiieia |

»  GE T TG SRR JoRH |

= ITENT SufTer S ar |

gl godeedl yaed yWEae Aol axgEed! STarE O i |

» AIfSH AR R |

= Braindrain - Individualism

= Over exploitation in Natural Resources

» gl STNITETET YgR BT WAl — SUR HIeT 91 A9ad TR g6} T |
» Ao e Refd RaAT | Positive discrimination @7 Tools @ BRI B TR |

TP gl

» QUH ANIRG & AfEfE T Sirs o |

I w9 fAeRia <ere! fRasr ufdam T |

» JOHD BMDT &FAD] Ufea X GgoldRol T |

s TRING & AP X g w1 Sirs & |

= JEN IO &F@T ST X SWRHW ders |

» O &5 ¥ AR 99 gHEeR U9 ARR 96 g T |
= Aunti-dumping ¥ TIR T |
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IRIE S 98187 TIIRIS & |

difgd TRl WREv HRieRs Fe Fere |

fAUYUIeTE STHHT B aIaTaRYT g8 |

SIS ST HHIGAT IYHT &= WIfdd qareR fawmrd 1+ |
SARTIod &9 Aol &=d S ATHYT T+ |

faare 7Ry T @R ¥ W aaar e T |

THER YU FFeIhRol T |

NRN &g 3@H® Ifd X IIEReT 1S |

i e-iifad! ATEgHde IO RS @ioil T |

PR YOMSH GUR T |

WTO ST 9guelid e HaRiar I GHadR] AeHTidH s |
I APNRE ST e Sirs & |

IRE BB S STYH AR § 1S |

»  JOAD BB &F UfedH TR S qersH |

fegamdfiexvrs fdead ToiRe® Yool TN a7, Soa YoRARIY X SUYh IfAf€e @R 3 daa
Ugd faA, TauaEd X ARG D Hoil B | I AR & X [AHRia qaeeee
T HISAT I ITAR YT TE6+ | 37 TGO Joheos <IRG &Fdarel ifglg s afesal
TRORD! AIHAIIC TG B AD! JAGHT TR Ieoad GHIago Dl JHIABR] HRIIITDH!
AIHAIC 91 W1 &1 oM o8 FAKNTSTE 3awRdl SUAT SUMRRY T4 ARER © |

ey

qfY 7 IR W AfeA fF e STRIeRU ¥ ASieRl SRR suRe g9 W
freqamiiaxve e davmar o aue IoHfas, aETe-aigias, wfafts, Amdm
BT T AHSE THCD! §9 |

freqaamdiexer g TgRIed H¥ a1 Ul SRRl AR g7 W 0 @1 U <er
3ITqPT A= R 3N TR I AHRITD] IR 31! <21 U UM Bl | T AIop! JoT=T <RIuap!
PRAT HISIE e T fIeqept |9 S2rT Bhog X AIH JHDT IR RT GSHAT W] T6!

R anfe |

fareaemdiHRoH T GaUad! SR ISR 964, A A S&agel JarT gq, ufafd 3 i
WMRRY g1, a%] dal du1 GAuTe! SN T4 9IS Sl BISel HUU IJ90 ARG
HHaTeTs T §918+, 3@T d¥a-Idl Domination g, 3 I ¥R fAARUMT ST g,
e ATIHTEAHT T8 BRI P SR U oo | fdeqarfiarure druvere favaer ke
20 UYL SIS BRIg ¢o URIeId id X e /1Y A= et B 94 i 218 |

|9 1980 BT TGS fegamdiamvore! @ERT International Wave @I SUAT TS TEREDI
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B | WTO, IMF, UNO and Its Agencies, MNCs, SAARC, BIMSTEC, EU, G7, G20 sffasrer
e qul fgue ¥ 95Ul aeEee e SaRiewu ¥ fdeqamfiaxuiers srmfe
TEISEHI B |

IRaH] AMMYF STRIBIVT ¥ fIegaamdfipvEe 3ifded wigal fod Ioifae sose dd anbl
TEHT BRI T, IR &HT Wﬁ,wﬁﬁwm T, Economic Diplomacy
DY JAEHRI TS, G TN 71T FREAVST HRIFHHA TS, Joddd < Gfoeadl @rvat
TRIEO IUIET T, BRI TRRT TGI8, JQRIS ST AHY T+, ASHIfad Tl Al
Rerar Sirs &, smara ufoRemus < fafa yaga T, e SmFaie<or, Seariiae I
FARIBRYT T AT FRIEOH IS a1 FHTHAT A g IM<IRG BUAT qfesdr WS SaRingd
SAT gfoegef T W §°9 |

T affes IERIBROT X faeaeaTdierorere <reT WeR Big Al Wil IS R DT Frlkieoary
MES JATHAI ARIRD &R MGG P AIHAIC JTARD] SUAT SUTRY] T - FHID] AT B |

T arh

= 3nffep |deTur, R000/0¢ HUTG TRPR I ATGY |, RigeraR, wreArs! |
B gdeie GeEe sl aite Refy affel, ou¢ AUt WRGR 31 g=ed, Rigevdr, wreare |

= https://www.worldbank.org/en/country/nepal/publication/nepaldevelopmentupdate, Recent
Economic Developments, Last Updated: Apr 12, 2021

] IMF, Fiscal Affairs, Preparing Public Financial Management Systems for Emergency Response
Challenges, Special Series on Fiscal Policies to Respond to COVID-19,

= https://en.wikipedia.org/wiki/Globalization and https://en.wikipedia.org/wiki/Liberazation.
" SR U, 040 B fhde wawen |, gavEEs, FHewrs |
" Fegfag don Sudfid fireefq, uve s Srew, Yoo ufssde uife. |
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R YEIHRT AR FHn
RO MI=0THT u&

fra Riz a0+

I

Y BUAT IR THRIGIE 981 BUH 3o TRPI SW@SH] B TR 5 YIEoE GHRT
YEIBU US| G KRR AT BT AR Iggodl W69 (G7) B FRIoTH HHAT
HHRT YEIBRUEIC A< &1 TRIEHT YHIaH] FH-EET giiadas Ul I faxiig dRare! $ries
(Financial Action Task Force - FATF) 34 TIRG®MI A1 ®HRicoe TRl JEIdvEre Oy
& AT AYE  FHY oA U TRIR AhRIHS YT WP Ashy Rareer Ry | I
=11 IR FATF & T U199 dIR TR go del Recommendations ¥ 99 g€T Immediate
Outcomes &R TRT B, A TH TSI 3MaE Jodo ATARN T4+ 570 | faeawn w=fy
YEIBRUD! MBR fIzg seid=rpl o6 2 Ry 4 Ufderd BH! ¥ Aidl B9 I 2w
PROGIEIC 3o g1 3fael FHREe RSl g1 A B | I8 dReel ¥ TRl Y& dHRord!
e Fe-awry 8 RIVPIS PROO! FI=oreT ved Sirs fag F9aiy gaieRor fHaromr <ar
g=a1S Wi JRauel B | dRosl Ma=ore @i faxi fadavorer Appearance ¥ Reality &1
= fave gearsd fAaRid TRYST SiReTHT Gaad! ey TR Jod: B U I SR 3@l
Wt ITRERT SFo BRI MU X P& SRAD] T TRIBRATGTS DR USR] B
HEAN U JMARIHAT Bl AUIGDH! TR YHIBOT FaRY Yol ufsen ey Sifew
ATSHH UM YRR, RO TR T9E HYReE qaitd SiRgaged 9 faeasyer aRys
B TG PRBOIDT AaHAT ARG TG AU SIRTHT FRIBRATSI SigdD] faeayor T
TRIAGAgdd HRE®! =0T THu- IReD | TUTeH] TR ORI FaReT gorsHEr Hifd,
9% SRae Fame Mer, 99E FER 8 AJAUFGRI Mo, TR YEIHR0N ATHE
9T, qad | SMITHT T WRIGRATGTS M- RTaR) FH-aaTdd daval fafg =)
ARSE® BRI THUH B | IJHEIC PO SAAAD] TG BRI fufard aRom siiie
T AfbHT A1 FHRT Y& HROT AR GO Td] GHTEBTRATH FHA <al JTa® | ST STeRA!
srfa=org Tfielie vd uReel gearse <=rgel wEr fFafor danes T |fes |

* (331, TR YEIBT ST AT
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fawg uger

319 IMmuelg fAf= faxii SuUdRuTe YANT XY Se1 SITSiH HUPT SEs TR 3 Jar A qe Ry
JABROH F B | YLER, HROS!, SHENY J A9 Jafdwd, &, SN S
RIS HRIdIE AT THRIGTS R JUTSHT JdeT RIS, Udh WRAFEIC 3P| =4
RIAFRY T I TR ORISR (@ihd T8 STIA] 398 FHRies WY 9gox 9g |IaH
3MeTRT T RFAT TUTRvTl T ShaTder 3 TRy YEIHRvr T & | TRl JEIHers fGdas
3TRTY (Secondary Offence) A6, IFHT HIASG U TR AR HRIGIC FHRT TS
T I FOReE 8 9999 TN g1 WUSe a9 HRUSel 8 | g iy geiara
ORT FARI=0T T THDT & HROTD] SUHA] 5+ AHG HYRAIC THRT Mo gl haTday
YHITHRI FE=I0TR! MaeIHAT 676 | TAHHAT IROGIBT AEIHAIE AT Ael FTRT 37TofT TRy
HHRI YEPRUD] BRI g RIS RO [0g THEGR] M=o S &1 TR TR
YRIHRYT FARST A yREel seid= FHfor Ine™ g=ars] o @il 8@l © |

ARG fABRI=Hd

faeadT 9 aR¢o BT TUHDI IFINGH TR JETHIUD PGS JAF UREDHT SUAT T78
UE i RIS SUAT fogedl | 99 9R¢R AT WIFaHAT fasfia Iggsdl W16 (G7) @
FRIGADT HA RN JFmer ufif waer gewffar qw Ry geesoEe dfeg
goneRl T THY ORI &5 aRRE®! FeRIAS JTad! AWl s U faesyor 1+ &
PRI TANDI ¥ A HRICHS TR YEIPIUGE Th TR I I5-3NI1MAE UREH] BUHT
IRAT TRBT R | | RER Ea| WSCHT fdd Financial Action Task Force (FATF) <H®
I BRICHS AURI YEIPIU FaRvGT S raedsd U AR, B, RN gRew
BIIAHT A FHR RIBIReEw (Recommendations) TR®T T | =l TSt SR
P WP FATF & M1 RGN A BuH1 JREAGIGT Ta DM 86 go del
Recommendations ¥ 99 g€ Immediate Outcomes (IOs) X&®I Y (Framework) T TRPI
B | FATF & & U9 &1a=ag4 9 Methodology &1 |1 fAwaiTa@ Guidelines w¥d fadrd
TRP! B | ORI YEIHR0T ARG F SUGRUeg FATF X Asia Pacific Group on Money
Laundering (APG) &WId®l R del  FATF Style Regional Bodies &1 da&d IS T
A YUMTSHT SRR U 56 | I YOS fq@F WY[FIUHT T Al HISare
G JG& (Member Jurisdiction) 1 MAE HUHAT JeaT€H (Assessment) § TRPI B |
TR YEIIROT AWRYH] FMBR  Afhd T WY g §d, FATF waad fegerdt
HIodlc YO Be MU B | R I9 diern o dRte wite, S e ¥,
IRIET AT DI SMIAHT IRITET MM F6-T0 SRS AfT=PI ABR TOET T+
PGS Sfce WM @R 9 IR&T B+ | FeIfd United Nations Office on Drugs and Crime
(UNODC) & fdeaym 3aR faed sefd=dl o AMGR B9 2 g 4 yfaede g ad
IR TR FRIPRYT G TNDT TG AcAsud] B | I FHRT YEIPR0T §1 BB IHAD
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P9 Yo YR 2T IRBOEE g 9e Ee RISl g1 IRA Usyd B | J9 &
PROOEIC (499 FfT=P! FH ATHRSB] BRI 9 2R Y TR IBT THURT YEIHIN 8 A
TRYP B |

FHERT YEIPRUTD] BRI & : AMGHT AR 31fd= (Cash Based Economy) #1 SRaA TR
R JEHT obd! AR GOTeH Iedhl HHGIRIG] ST T4 JA WUD! U506 | ARl
afasRyd ¥ fRemshie qaea fxi Jarer gafur FaeR Y& ga1 fOxi sraRTesT Tees g
RG] UIFUHT B | JHHAAT PR OISO G, RG] Td JHIHR] Jears- THdal HRES]
B X JHEIC 3MIIa e ARG 98 T8 TR Y& IHIUD] BRI g1 IRD! <Rg=s | faeamn
IRBO! TIAUH BN GIRST SUIES aGHA T+ HHAT D! STARIHS S (Curative
Measure) @I SUHT FHRT YHTHRYT [ITID BT THT PROGIOTS TG HYIAN DRATS! T+
AT §F ATSD] Bl BT JGHH PROOIGTS MU TR EIPI [ATIH THg g1
TIRTS 9 U SRSl gdHe doord A 8R Threshold @@ Threshold w1 F@
Raua! a1 Threshold 7 AIh FRGS! WU fITIHT FHIRT YETHROTD! FHAT THA HRATS!
T el TE Bl RIS |

feget ifdmier Jgem TR YEIHRU Tl HHUM T ge Mdr o Jawen TR
TPHIS HROO! SIAAH] TG DY Id aq e o AT Fafa Igeae e
FART YEIHUH T (Element) HETHT AT THT HRATE T UGT ARV IRB! TS |
T IAGOU 7 RO T SN &l FHRT Y& HRUMD] e IRITAT WU T IR
GRS AT T FaRedl 5! Rgo | Jefl TRy YEIHRoT g el i T+
ge PR WUB! Saverdl Il Mo X Gg HYRe- Mbrerd ol - | G-l 3ar-
TS T g YRR GHRT YETPRUD] HIYIAT M-I HRIET AR =N T ughd
TP B | FHRT YETHRU TR IR TS S Gob Ay FAR Bel goId UG
JAGHA T TIRYDI HY UM HROST ¥ FURT YRIBIUST 1 T Fe- JRaw I FaRI
YEIPRU T STIREDI PG AT o FRovslae i e e I8 IR IgAM
RSS9 FHRT FEIBRU FaRUG! FHAT B0 FEa=e 9o uaern neHeagds
T T+ efeyad © |

AR e FaRve g=id sRedl a=oe 9o o

39 9E= uREyg

IR gRATGIDT HHET (Potentialities) Y TR HHGH g1 T9F] 1 FOGIDI 3fael
e I 81 | IR YOS BRANAGTS G291 IMHTRT Jedrs+ Fdd, ) BIAd! IRUTS
PAGIR T, DX UTHAD] HITT & GG A5, PRETD] WBH B AR ifglg
g STIaH! f[Afdy SRS HR aRETed sifad WRAT 998 axverdl Rufd A e |
JHAIC PR PROG] U5 GO b A0 I SdTd] geoRk Mdien uRYfrr @i
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THY FIadT eAaRT HUD T WA IBIAH OSB! THD] AT 3o WPl 6, I
TS0 FHISTHT AT, fawe = 3mshel Ua1 TRY Ed! §70 | JAIBR IROOI0 FHISMH]
THRIAS IRRID! RisfAr T Yuais avod = o1l ARES, gdg-arde aen
SUARTHS TRI F SRS JTGHT T AR TRTDI T | TJqHT B B YOS MG
B A9 WRIGRATGIH] FAF AT X FSWTRIT I890 9YU PR TR X IREMTOTS IRIe]
Hal Y& T Auditors & PO FI=I0DT @ Uaorg THEHR] Sgo DI T
O | IR YT Y IR UOTOIeRs g Yad T A>ie) $uH S T X BRED!
PRARD] SEEHICRI BB JIRT YTh T+ UEHIT=IH! A= ZRoM smegead o
RIS I Ugd B TR URTAef a1 USH T WUdIe Ui FR TR < Auditors B
YfADT BR YOS GURAT Fewaqvi Y89 TYP! 8 | HROS! FI=0Ml T4 THRS] FRITHaIC
HHTGT TSP IR IRATHA FDT AR FHRT YR IHROT AR THA <al I T |

3.3 FAHIRP PRIGR TEVH J-H

FIAIIS HRIARG] GRIET0T a1 SETSRAT T&i Qb Appearance I Reality &1 d/9 <8R!
STRA BRD YIS Uav:

=  Fact M an event or act whose reality has been established.

= Assertion M an opinion in the form of a statement or document such as — invoices,
loan agreements, deeds, tax returns.

= Assumption M a presumption or a supposition.

= Conclusion M a deduction made based on facts or assertions.

A URAT ARG Ufea™ TR FREfadl 9 [SREe gcd aa T |fes |
TH HAA PREIAD] BRIAR JBID] YHAP! IRITAT TR PRIARGTS SRAHIADH BRIAR
(Unusual Transactions) fs amefdr T Afes:

= (Cash movements such as transporting, exchanging, depositing or spending.

= The use of known money laundering methods or processes.

= The increase in income and+or capital gains.

= Unusual possessions—e.g. works of art, expensive vehicles_, unusual loan arrangements
and increased prosperity that is not proportionate to legitimate income.

IS BRIARD] AERYT ART WG URHID] P FIAID] PRIGRITT JIdh RIS |
THH WA FEAIRID SRIARS] HHAT 1 NPT AMaOR-FISR <l A~ sgo Jaaqiie
IER YD g8 | FIaar Dirty” money & Origin, @I Flow, Possession @I
TIHIIE BURIRG TP I g THIaT I [HRHED! JRAIfdd RIGR <RI o |
FIAIRG PRARSD] I FR-AFDI WIEVEIE FROG! ¥ FFGIC TR LE IR0 WY [F9THT
AT (HYSRDI fSemay 7+ afeo |
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3.3. SIS PRIARST D

PR YOS T FHY R ™ sRavifidds gapfadl SRR WY /F9ga! fJesyor 1+
fAfRTd R /qaased! fAew 1§ GRITE B | SA®T AURAT HRO6!, TR YEIH0T
AR R Ry ga== T el <ife fAeuur 7 wgd g TRal B |
IHHAT RIS JHfTd] HRIGR I8 /TRed! faea9 7+ f@d: Individuals, Tax Return

Examination and Pre-Audit ¥ Audit & F=HAT BN ATARDI JAHEvOTs AR o
Afbo:

Indicators for Individuals

YIRS BRIAGRD] fFedyor Taf Eﬁ @fhd! Unusual Income, Unusual Rise of Net Worth,
Unusual Possession or Use of Assets, Unusual Debt @1 Reifad 2Raw wvo | avar Rafa
IB[ARED! fd = No or low income compared to normal cost 3T living, Inheritance

from a criminal family member, Uses of expensive assets compared to income, Loan

from unidentified parties, Cash transaction with an unknown person (fictitious sale) ST

Habars AWR &7 afes |

Tax Return Examination and Pre—Audit Indicators

FaATe HRIARSG! fawga 9Riew THgd faxig fdeRomn Unusual off-balance Items,
Unusual Balance Sheet Items, Unusual Profit and Loss Items ¥&/Rg®! Al THUSH|
JHHT SR Non-transparent ownership, Ownership by relations/partners of criminals,

Purchase or sale of the companies shares at a price far above or below estimated value,
Companies=directors registered at a foreign company service providerUs address,
Ownership contributions of capital are not supported by previous tax returns, Interest
accumulating on loans receivable or loans payable, Large cash holdings which are
excessive for the business, High rise in turnover/sales, High rise in profit margin, Business

ratio of costs and sales not in line with industry SR GAH@TS ARSI AT {51 AlHB|
Audit Indicators

ARG PRARS] [ wieror Tl |dl Ao T TG0+ 9 | Audit Plan g1<8aT
Al HRERAT Unusual Transactions and Parties, Unusual Money Flows @1 Unusual
Turnover/Sales WY@ [FYTHI A IS THU+ I I AU BRI T THBI B

mwmﬁm

Unusual Transactions and Parties
= Entrepreneur demonstrates poor knowledge about their business;
= Transaction in goods or services not fitting company;s profile;
= Transaction without an evident commercial basis;
= Transaction or agreements without relevant supporting documentsU
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= Transactions with offshore companies;

= Transaction with suspected criminals or their partners;

= Non-transparent + non—identifiable customers, creditors or lenders;

= Transactions with business associates or customers that share a common
address;

= Transactions identified as asset sales but assets cannot be substantiated=

= Unusual Money Flows

= Payments to or from third parties who are not involved in the transaction;

= Payments to or from unrelated offshore companies or accounts;

= Company bank account used as a cash flow through account;

= Non-transparent or non—verifiable origin of the money;

= Denominations and currency not the norm in the industry;

= Bank deposits not declared as turnover=sales;

=  Money flows without apparent economic reason or supporting documentation;

= Unusual use of credit cards or debit instruments=

= Unusual Turnover+Sales

= Significant increase in -anonymous_ cash turnover+sales;

= Large cash payments received for luxury goods sold;

= Large cash payments received for goods never delivered -fictitious buyer;

= Transactions without an evident commercial basis or supporting documentation
on file;

= Transactions and agreements without related costs or relevant supporting
documentation;

= Transactions with suspected criminals or their partners;

= Transactions in goods or services not fitting company's profile;

= General description on invoices relating to large cost items;

= Cost of sales invoiced by non—transparent corporations;

= Profit sharing agreements with no relevant economic base;

= Lack of relevant supporting documentation;

= Costs made not leading to turnover/sales.

A FEeH R & MRS HRIARD! TRIEVEIE PROG!, THRI YRIDRI SMITDT =i
3TURTY WY [FHYP! fSHEAT G AEd J7a® | I 7 IRBOIP! IR I Moo DU
3IC: T STTSHID] SUHAT QWIS TRI = FHRT YEIBROTD] 3TRATH WY /THUH! fIeahyor 7 Real
Estate, Cash, International Trade, Loans, Professional Service Providers &IRIqHT HTEIHDB]
AT WSB! gD | A & fadwe! fedyor 7 e TRyer 38 qaase TaUBR WH
BH:
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Specific Indicators on Real Estate

BRI HRIARAT Unusual Possession, Unusual Transactions, Unusual Financing WY [A9THI
i T U | IWT HRERAT Non-transparent ownership, Lack of income in relation to
purchase price, Unusual origin of the funds, Fast-growing portfolio, Unusual transactions

prices, Unusual lender borrower, Unusual loan agreement SRl [AdG®] JAEIRAT faeasyor
T Ao |

Specific Indicators on Cash

ARG BRIGRGI HHAT AeH] IGal WSS Siigdgeh A8l J@a: Unusual Origin
of the Funds, Unusual Possession, Unusual Explanations given, Unusual Destination and
Spending, Unusual Cash Flows within Corporations @I 3aReNl <Re< A<h® | T 3faen
R[ARED fIedwur T Cash received from countries with a high level of corruption or

political instability, Amount do not fit the bearer's background, Concealed transportation

of cash, Incomplete | Unlikely [ Partly incorrect explanation given for the origin of the
cash, Cash spent on luxury items, Cash turnover/sales not to be expected in industry, Large
increases in cash turnover+sales from non—identifiable customers, Deposits or drafts in cash
in denominations or currency not to be expected in the industry, Cash deposits which are not
registered as turnover/sales, Foreign loans received in cash and in local currency, High cash

investment by foreign owner of lender, An occasional high cash transaction (turnover/sales,

3D invoice) S Fabals AUR & o |
Specific Indicators on International Trade

FATF n] Trade—based money laundering is defined as the process of disguising the proceeds
of crime and moving value through the use of trade transactions in an attempt to legitimize
their illicit origins WF ST RS B | WY I<Rd AMIRST RASRIGH THRT Y& B0
I THYBRST U TANT WD YIS0

Method Qualification Shifting of Value
Import |Over—invoicing Expensive imports In money abroad
Under—invoicing | Lucrative imports In goods to the homeland
Export |Over—invoicing Lucrative exports In money to the homeland
Under—invoicing | Cheap exports In goods abroad

4 v Y §ﬁl 3maTa /fafd SRIARAT Unusual Origin or Destination of Goods, Unusual Supplier

or Buyer, Unusual Transportation I1 =0dH®, Unusual Description of Goods, Unusual Pricing,

Unusual Financing+Payments @1 RIft <Rew w55 | aaueRa®! Refa fdesyor 7&f Country
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is not known for importing or exporting that type of goods, Newly formed corporations
with large imports or exports, High cost of transportation compared to the value of the
goods, Major differences between customs filings and invoices, Major differences between
description of goods on the invoice and the actual goods transported, Risky |/ High value
goods, Major differences between declared value and market value, A difference between
the origin of the goods and the destination of the money, A difference between the amount of
money paid and the amount invoiced, A payment made by an offshore company or from an

offshore account, Commission payments to a third party without supporting documentation

or economic justification TRIAH FAHD! SUIN T B |
Specific Indicators on Loans

TRl JEIaudE BIR Faud Fareer T Loans @1 UAN T UYgRI md! 156 |
JRTEETE 3MMSTd FHRTGE FaHH Informal Capital @ $UAT Loans S@TSH X AIdd! SUHAT
facer T @1 M= a1 HfWSdIe foud q@rgydl ga<he | I9HAAT Unusual Origin A1
the Flow of Funds, Unusual Lender, Unusual Financing, Unusual Borrower, Unusual
Occupant or User of what is funded, Unusual Statements &I 3/aRel <RI FHB | I
JrqeTd! Ffdd 9 Money flow is not from the country of the lender, Money flows through
a third party trust account for no apparent reason, Lender is a non—financial institution (not
related to borrower), Unusual contracting partner, No written loan agreement, Lack of
sufficient collateral, No realistic repayment schedule, Loan comes in cash, Interest rate differs
significantly from the market rate, Repayment is made without an actual flow of money to
the lender, Large write—off by the lender either shortly after granting the loan or after years
and the security provided was insufficient, People with a low income compared to the loan

and mortgage obligations, Lack of income in relation to rent at market rate, Explanation

given is not easily verifiable SR FABH! TRV T+ Al |
Specific Indicators on Professional Service Providers

[IAIH] HAAT FIARIS Legal Service, Financial Service, Trust or Company Service
Providers | HaT fosqu- g0 | IR AT SIUI FGAIRAD BRIBI BT BT SUAT e
9y IRYST §6 | TTHAAT FaAIIS I YA Hdl SIS Hal fog ol Haaids
radener o faEeEy RIS T RS g1 9o | IR $aug |al JSae
3ITT YT Q&I SOUINT TR IROG!, THRT Y& DR SIATDT ORI SR I [TRTSH
AT J=a139 v | I9=hHAT Unusual service provided by a professional service provider,

Unusual professional service chosen for service, Unusual reward for a professional service

?WR Irored/ Rajaswa



provider, Unusual transaction, income or assents of the professional service provider STl

v faeawo 7 Afes | ga9@ SN A dar yeser awwE e 7 Fes
SR &1 Code of Conduct &1 | AIfY IchRad FADHe® THdD TN TR {7 sTuRTer 1+
R Al WM T FEANT YIS AR FHdS! dfea™ T Ao |

AuTSH Ty

AUTGHT TR YEIGR AR yondiers wRafiy gEreR (A eevelRy) Mar ¥, Q088
B TRGH T T+ AMSTD! B, JA ST HIAGITH S Jgdha! R &8s Toavsd!
SUAT H T I FHDT JHITHTRATST S THY 2T YUTS 7 THIBR U SNaIHll I4o |
T ATOY FHURT RHIDIUT AR YUMSIDhT SURET™DT  SYAT I5DT A, DI, LRI
FRIa% o WIfaferd ueT (Technical Aspect) @1 Saell TRYBI WY G T YUTSIHT FHIETRAT
(Effectiveness Aspect) BRIF {0+ Sl © | IHHT BN FHRT YRHIHT TR Jomar
3eg NN g, FIU, ®fsd 96 smaas Faaaest Rer (Regulators), MRS TR
fURT SIad 99E HYR o S HdN e (Law Enforcement Agencies), ¥R
YEIBIUD] HYY B FHRT YRRV A AU, d Jorn faxiiy e smader gah
He IR 99 WRIGRATSTS M- AR FH=aarcdd $uA fFafg o g | iy
JEIPRY IR JUISIGg FH-GIHS TaRAl BrAaad T4 Q] BRIAISHI®GT SUAT TR
YEIPROT TAT AAgaral Bharbord fxig S Farer g ey I Jon SrRide
(00§ - R0¢9) BT TNIYDH B | T ITSY SRl TIGRATST BTG - FITITT FHTegA
PR Y TR eI FaRoaT gwfa fSar) fafe T srffaf/AdfRe ar)
T gl R © |

TJEH AT g PRP! IEUM T AFAUFGR] e SEaHal dRios
TUEHRI JedTe FURS IR AFARYT Ta SID] RIS | IRERF JeTH-dl BaA1 gRfd
UG HR LRI U HRETT H31 SURIERT HREI TRRT IR TR o9 aR=re sifglg
T wegdied Frariie B! IRa | FR FEHIRKT Je1SH PR Sdlaig PR HHGITHD!
IhATerE WRe, IRES I Ugadryg oIS YA WUR! B | JEft Ioa aRaree JareH
PR TN X BREM TN G AT GURD! MARIHAT B | IR Jomeid A a9y i
JUMGHT SRIT TRT HIAU RIS PRIARGS SROGID] Hbad! DU T Mo &l
I GURD ITLIDHAT I DT 8 | Tef I SRIARSTE IRos! 3 1 afesT 7+ T4
Y U IR I g HYIe G SHEMGR FHRMAT USs | PRIGRD! 3U-TS
T [Ieawo1 A1 TS IgHE T WEd 9 |

TUTGHT PR GOTe! GERBT SR TGRS AN, DI, G TR IRa Ta SHgd!
B | JHHHAT WREREG HR YUTSHT IR TR FAfITTH BR YUS] Srdosrs 4 oo AAgieg B
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U, Q042 BN IRCB B | I YAHT MERAT Ao IRATGIBIS YMITHRI a9 ed afd
I IMghg RO B YUMSIDl HogusH SUAT f[Abr T4 @i B | PRIEAR IHA0R
TR JRISe SR, 3T:ed BRIAHT HR IRATGTHAT 9 YHIEHIRGT BTG T Ieed
RIRITDI B | G ey IATGD] AFUITHT BT 6T IRATGT HRId Teb Al Ied! Y Ul
I oA URATGT HHIEAT ITJSY g D! (AT [P B | I9] TP IO IRUES
) HROOIGTE U TP PSRBT SUAT o1 TRITH © | Jefl HR JRTe dRoe! a1 T
wWied B Tl sfWglg T SReTH smenRd &R RIev ol M SRl SUrda]
JAGHA T NPT B | IHPT SR v AR /erifafd ary et g e e qen
T PrID] A Td ARIGE YRIETUTDH] AIHAIE A ORRR HIIH T YA TRYD
B |

T AR TRty =0T 18 uReel sefd Fmfomn wean g-area iy geEieRon AR
TSGR ST TR 38 | J9@T S Tuedl SRRl YEIaRel HaRe JoneHn sag
Ity =g afAfd, rafaas 9f@fd, FIU, Regulators, Law Enforcement Agencies, §a®
HRI SAAHT T TRIGRATGID] BRI RTHARI TR JEHR0T (AR BrevsRy) Fare 8,
068 ¥ WIRI VA aidel fRaHEe!, dRIRE den e @aRerd e B | aa=haar
IareRonyf FHRT EIHRV (A BRevsRy) AR U, 068 A1 Yadh GRATHI awel TRYSHI
B, 99 AR ot weenar A R faxf sravmy ud Yot (Designated Non—Financial
Businesses and Professions - DNFBPs) @78 ¥¥d {ad | SRa qfhya! Bl 3% 3oy
d% Tern faRkr Heere eferus SRERST FIU A1 faerer faque eraven IRy St DNFBPs &1
JUHT BB Auditors, Lawyers, Real Estate Agents, Dealers in Precious Metals, Trust and
Company Service Providers ¥¥d efHRUE SRARS TR FIU fagu- awen 2ol Bl
T4 fHRA®T TN el G0 U Auditors & TS HRIARG] BT TS &l BRETATD!
SfHRUE HRIARD! faa=or FIU AT & 3rarad! aie+l INAT dxse! Fa=aora a1 aq3y fRig
3TURTY R0 |EANT I <hB | IR STIRS Tored favRTarE DNFBPs &1 SUHT I8a
Dealers in Precious Metals & I#fxi g@ﬁw framor gyomdaT fRefkor TRue BCEd eIThY
SRR IRUTGAT TR [FNS! w7+ SR difdves I9a®h 99d S TG0 SRITH! © |

(National Risk Assessment) AT YLTAR I SROGIOTS THART Y& HROTHT B TAODH SIRIAIH
g HYREe 4 ey TRTe © | Jwer AR SRR den #Fg Jafded, o
AR JRYGTS THA SIGH DT TG HYIPI SYAT Ufear RS B | FATF / FATF
Style Regional Bodies & 3Mafis U1 Member Jurisdiction & H¥fRT &R0 FHaRor
JUTSIH] IRERS JeATSH T+ el 39U APG dIC 16 AUeH] IRERSGY Jearsdh-Tdl
P YRS Ul B | 9 039-30R AT O § URERS JRATEHA A UG GRIRD
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TS H1 B WIGRARATST Hel bR TefRy FEIHo FaRvr yonesr aq aq Hera
YT, |1 TR YU Ufoen! gifa R don 99 Fw==AT 8T B4l [HHGR] JURST S1
NG T Ah SUREAR WK g dQrodHAH A1l B THu Raua] © |

fArsepd

ORI R0 R yondiors uReel swpfd= fafore! R 71t e s | fad
TfcrepT T TTRTDT SUAT T8+ PR ANAGTg AT GD JoUTS HRBOID] TS Ry RISt
TR T §6 | I9d FRee! = R Iwae Risi g1 oY e wia orted
TR FHRT YEIPRVT AR Yodiarg dRiqed gedrsd cdl fRgu g7 | F¥aikl Y& HRord!
FF MBHRD PG I T FROSIAIC AT T 3T SIS IFA IgdIos U T
YETPRUTH] FHE HYRES A RO FI=vars Sz yriffied e Raus o | sReo!
= @ift Refia greuar e TRTeT qaaseern JUR fog SiReaar srerRd R
RIS TAT S T4 GHHT HROGIDHT A THRT YR TH0T SRl R TR frae=orn
JHAHIRGT BIRI® THaa IRaua B | I8dTe sRfa=iers faelie vd ureelf gearss =amagef
FA o AR g-arsd dfdes |

g |

" B o g Gl g gEIBR0 (A BeteRy) MaRe 97, 088, q9RAES, eS|

" HA fhae gaven |ffl, qou iffigfg wR U, 042, TERHAES, HoHR!

" G o g @Rl TRy gEeRe (AR eeeRy) MR FEEs!”, 0ss, T9RE80, HIGATSI

" FHA fFae wawen Gfifd, qou gl wR FRmEd”, 2043, JRATS, HIAR! |

" gyEEA do1 AFEIRYE®! BRIfed, FHR EIeRU adl dgarel BhareanH R el fare
T Iftey YUY o erRfaST ), (06§ - R0¢9), RigERaAR, HreHATS

" IR o [T, Taiga o) oar e fdgefd”, 08¢, @iforre, wreTsil

=  Financial Action Task Force Secretariat, “Methodology for Assessing Technical and Effectiveness
of AML/CFT Systems”, February 2012, 2, rue Andre Pascal 75775, Paris, Cedex 16, France .

= The Organization for Economic Cooperation and Development, “Money Laundering Awareness
Handbook for Tax Examiners and Tax Auditors”, 2009, 2, rue Andre Pascal 75016, Paris, France.

= United Nations Office on Drugs and Crime, “Money Laundering, Overview”, Vienna International

Centre, Wagramer Strasse 5, A 1400, Vienna, Austria. -httpsM//www.unodc.org/unodc/en/money—
laundering
= https://www.fatf—gafi=org/publications+methodsandtrends/documents/trade—

basedmoneylaundering
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S MATIHT WRIG : SITEROT,
AUEUS I UG Rercl

BRIV @fiasr*

GINK|

U fAF. o0 AT IT FARRD! EPAT WRIHAN g1 arHPIed A€ T R © |
UGS FaHAT e ATRR YU JGHal TRIHN g1 [RH@iiod a6 @Iy gl e
@ Al saeReT wuwl foq afbs | fdwa dea! Tliery JgaR e <A 3
HUP! GGHP! T B IMYDHH BOAG A AT AP JGbHl WRIHA IIH B |
THOTS o IMMIWRD] GHHAT TR g1 Q2D TICT Hgdb! JUAT fo51 |fb | oy,
g1 fd=H e sMd gAlfieedl BRI WRIFIID] GURINE JqRATATS BRIH 6
eI | AThd gode At ARG AUAerR Mok FHIEE Bie 19 b $ied
REd! B | A Ryl srfa—=d SRavsT FHIfieears U8R SUGE JaaREDd] B2l AGUANT
Ahd yfaaafh ia aifie e g e}l TR S<d gad] ax ] gsfhol Sfaed a9
WHRATGTEOD] AP TP TSHRI TR IBTY TS(hIP! B |

s uger

A T AR AMET B I SRR WD JGHHT RIS g MR fAfor I+ <t
B | Tl AISETIDd A WIRTDT Sredred AT fd |, 040 37fd, | 030 9+ & fawrd
BT TING T4 UGS FeIH MM WD GGHAT WRIIT T T fAH. 900 A1 o7 MIRR
YS! EHH WfUd T 9 79 RSP B | favg doo oo fAeme ufdaRs smaer wrar
3ERHT feqept SerEears (A= T Ve T 168 | e JafbRmd! [Avreme! aav=r
ool TR AT = 3T HYP! AHD! aHI I8a IMUDM SO gl FeIH IJR-AGHD] EHAT
FERIFI MUDT B | S IMIERD] GGHAl Sfdo Ard MMaftid Ao hd TuTae IRGHIHT
TG IAAHD] AEH RIS Hed! aRe] Rerfl B | I8 TRUSIHT KA STowH i 7|
IR TR TLaRD] STGEGE WSE DU PR o IR IICH SUHT
AUGETE TR T Fevel fifdy veesel aRAr 7=l T ™ RS © |

* GUwfag, 79I GBIV
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STTEROT

faeg Joo fawger A= qgoeoor Meod - VRS JHRAT IR AT 9o T
TP B | JoT8 9, T 030 AT FERT WUH! UfPen] IREes JJAR JoAHS BUHT RID! TR
T <A 5T A qfd Sia Il 3T 9 §9IR 3§ SeRW=aT HH WIS Jghe® g4
MR AT (Low income Countries)WWlW,W’%ﬁWQW%W
1Rl ¥ ¥ BOIR Y SHYUGT HH 3 wwaﬁwm (Lower middle income
Countries) GHAT T8 ¥ 8 TR 8§ SeXw=al ARAT 92 T9R 4 FI 34 Toxa= Ufaafh
3 WD Eheoals Sea Hegd AT d! (Upper Middle income Countries) JgoH1 aiidad
T IR | TR, [Jeq Jap! Fiiexr R aiffe &g ufdaafts o 92 §9R 4 |9 3y
SR Wl "l HUBT gdhew Fed A-didl (High income Countries) GEHAT U | Ia0
g, onfdfe FHfg® gfcd UBI W1 X AR g YHT AIHEe aEd T JGHes
A R IR JGhd] DICH 5dhl B | fawas qgeeoorn a9 fGRme TRIeoT T I
iR T sraeRon faeq J& Sifr RS 2 |

fdeg T A THRV AFAR UG TBRUTD] Yoard aRd Al T R Tl J+
I AU JGHH B MY RN | favd §Ho T SERAT (¥ 010, JAE ) AGAD
TP TS AR TUIGH] AlMND A UfIARh I 9 AR Qo IHARD! SR YA TUTS
= HEH ARIIDT YGHH SEIEAT 1 UIHUCH WRIH Y0P B | 39 a9 qured a9
R AT =g T g9 Fegq MAAAT WRIHF WS B9 | 86 faeaar =9 94
P YGhewD AT Yo ITH B |

RA A T |RIHN T god! Rerh

A IY 3fIf, T R I fIeg dHa! f[arr AR AUl yaahns iea e am § |9
go FRD! THR WP ¥ Ih dHP! JHIDHRY] AR UG <A AP EHH bl T |
AYTGH! A ST UfTIRE ST 9 | 30 IMRD! S TR g 9 TR Qo IWR®HT THR
QI UG YA HEIH AT JGPHHl SITerdl | UIHUSH WRIS WU B | fawd he
faeam qo@eod! UiaRs iR afie TFd! A199 T4 UASe MUS! ‘Teor wUs’(GNI
per capita calculated using the World Bank Atlas method) 3TFHR HUTeI®! Ufdadfh MR 9
WQOWWW@H

fdeq Joo @ WAGMS RO a0 AR fAegar Jgbeod! aifie dba fdaRs e
AUET T 9% P JoTa@! AT 030 DI JATHD! IFATHAD] FAAT X BB TERAT
TR IRI | ITh AT TS il aeT JH-ITHD SUAT FAIToITH T3h] Tawer o |
IfSea] THIHR 3MMFYTal Uledl ¥ QI TRUMDI DRI ASHRIG QD] 3fd—aorg ] S
T IAERSDI B ¥, Al RGRIST Bieadas e 8 @ i o4 | 31 Rerchi =a1g 9991 3 810
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IRITDT WRIFID! GURINRI aRRATA[S [ChSa U FURDI ARYLR T AhHT Heol © |
3FIT=T 313 IARTSTaD HRUN fAeq THGRT SXhay AAGID TR 7 I Wod! FfadaH 1
faeadm BTy Godee UU YSfPal IFo M6 91 BT EHeod! AT AR SR
TEE | D YRAETHT Seod WY IR Iy Aqraad] 9 ¥ Trorf=ar <44 arare R
AL ARG TR HUHT B 91 G g HLIH AT <A ARG D] FEHHT B!
ReB | TR, MSHT ¥ IOIRAT ITd AL I =7 FedH AR IR BRIDT

B | IHEIC U WRIFID! JTRATHE [CHSA JIfee T9a GaRTd! Abe T4 Ao |

TGS Aate Ao, M e @ T ey yfided, aiffe dvie &id daw!
TIREIE WRISAD! TovsIorg ol fAent @ead g ™ Branfad IRISRE®! 3raRen © |
Terdl, iR TR SRS SeuTiial T AueH $al aaR I gAfaee uf
e @ B |

RS oo Hea g<iier ey e saar

UfSedll T A JARAIEIC YA HEGH I BBTD] DDl Hhedhlols [ChIoyol dave
AfY Fere Fa B W A1 fAwy ey &6 Bifffe T F=d RIgT ¥ dam! FRereEE
3freTTa! fhRordT U <RaTd! © | erdl, THDT UTiTh] FaHHT TaTaHT gRldl argHTs gl
W, YU AqEREe U faemE @aT B |

" g IATEID! URST S8 qehdl BIf fdegerdt sunr RufRa fAerdsr aner torvsTa SuH
IEH AU AN Ged UGS Seoed W RS B | Ged X GaAheod! SAERAT
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Institutional Governance in Saving and
Credit Cooperatives

Chandrakala Paudel*

Global Historical Development

The modern history of saving and credit dates back to 1850 when Franz Hermann Schule-
Delitzch, German economist and politician',established Vorschussvereine (People’s Bank)
with the aim of providing credit to traders and craftsmen. The essential requirements of his
Volksbanken, or People’s Banks, were the concept of Selbsthilfe (self-help), the general
assembly as the main body of governance and the election of the executive and control bodies
following the ‘one man, one vote’ principle.? By 1861, 364 credit coops were established
under the guidance of Schulze-Delitzsch and had organized 49 thousand members. Another
pioneer of credit union, Friedrich Wilhelm Raiffeisen, is known for his initiation to introduce
cooperatives in rural Germany for small farmers unlike to Schulze whose credit unions were
concentrated in urban. Raiffeisen, set up a credit society based on the principle of “Each for
All, All for Each” in 1864 to fight against the viciousness of the poverty in the poorest and
infertile regions of Germany. He established the principles of Self-help, self-administration
and self-responsibility for bringing about structural improvements in the living conditions
of poor people rejecting the concept of charity which would merely increase dependency.
While Schulze-Delitzsch is chronologically earlier, Raiffeisen has proven more influential
over time.?

Later, the idea of credit unions quickly began to spread across Europe before they were
consolidated in Germany and in the early 20" in the North America.They were based on
the principle of unlimited liability for members; volunteer directors; limited geographic
area; and allocation of surpluses to an indivisible reserve. The credit union movement
was expeditedand in 1934 confederation was formed as Credit Union National Association
(CUNA) of US to associate and help for safe operation of credit unions. The establishment of
CUNA germinated the seed of World Council of Credit Unions (WOCCU) to strengthen the

*  Joint Secretary Ministry of Industry, Commerce and Supplies

1 https://en.wikipedia.org/wiki/History of credit unions
Silvio Goglio and PanuKalmi, Credit Unions and Co-operative Banks Across the World, Pg.2,
(file:///C:/Users/HP%20CORE%201%205%207TH%20GN/Dropbox/Cooperatives/Credit%20Unions %20
and%20Co-operative%20Banks%20Across%20the%20World.pdf, Accessed on 12 July 2020)

3 B Com Specialization-Cooperation, Cooperative  Theory, Principles and Practice. 2011.
(http://14.139.185.6/website/SDE/CO-OPERATION-1_on08sept2016.pdf, Accessed on 12 July, 2020)
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credit union movements worldwide for improving economic status of people and saving them
from usury existing in the developing countries. As a result of constant effort, by the late of
1960s organizations of all over the world had joined to form the world credit union system of
today. However, it was only in 1971, when World Council as leading organization of credit
unions of the world came into operation.

WOCKCU is a part of International Cooperative Association (ICA) and also has an observer
status at the UN since 1978. By 2018, it has 50 national associations, 50 direct members, 10
affiliate members, and 2 international members. It incorporates 85 thousand credit unions
worldwide which organize 274 million members i.e. 9.4 percent of world’s economically
active population and 22.5 percent of total cooperative members as reported by ICA.

Principles of WOCCU

Since WOCCU is the international apex organization for all the credit unions of the world,
it has formulated three sets of International Credit Union Principles for the sustainability
of organization, protection and growth of the members. At the core of all these principles
are the Credit Union’s philosophy of cooperation and its central values of self-help, self-
responsibility, equality, equity, democracy and solidarity. At the heart of these principles is
the concept of human development and the brotherhood of man expressed through people
working together to achieve a better life for themselves and their community.*

1. Credit Unions Operating Principles

o Cooperative Structure: member owned, member controlled, democratic control

e  Service to Members: financial inclusion, financial sustainability, maximizing
member economic benefit

*  Social Responsibility:financial literacy, network cooperation, community
responsibility, global vision
2. Credit Union Governance
= External Governance
A. Transparency
B. Compliance
C. Public accountability
= Internal Governance
A. Structure
B. Continuity
C. Balance
D. Accountability

4 http://barbadoscoopleague.org/cms/index.php/2011-12-13-12-06-21/principles, Accessed on 12 July, 2020.
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= Individual Governance
A. Integrity
B. Competence
C. Commitment
3. Consumer protection principles
- Disclosures of Rates and Fees

Periodic Statements

- Honest and Non-Deceptive Promotions

- Fair Credit Practices

- Dignified Collection Practices

- Members’ Consent to Share Information

- Dispute Resolution Services

- Education About Thrift and

- Wise Use of Credit Fair and Forthright Conversions

Defining governance in credit union

By governance we understand the general set of rules and policies and constant monitoring
of their implementation for achieving goal of any organization through power balance and
prosperity of its members. Corporate governance involves a set of relationships between
a company’s management, its board, its shareholders and other stakeholders. Corporate
governance also provides the structure through which the objectives of the company are set,
and the means of attaining those objectives and monitoring performance are determined. *Even
though standard sets of principles and theories have been developed for effective and efficient
corporate governance, WOCCU has developed its own three-part system of governance
principles for credit unions. The motif of other financial institutions is to maximize profit
of the owners’ whereas credit unions tend to work for benefitting members.Unlike to other
financial institutions, credit unions benefit members through lower interest rate in loan, higher
dividends and the lower services fees. Therefore, WOCCU assumes that governance in
credit unions is unique and quite alike to other financial organizations and is the combination
of three-fold of governance.

The first fold consists of External governance which is assumed to make strong hold of
any credit union in the financial market place through transparent operation of institution,
compliance with prevailing laws and regulations and accountable to public.

The second fold consists of internal governance which basically defines about the

5 Organization for Economic Co-operation and Development (OECD). (2004)., pg. 11.http://www.oecd.
org/corporate/ca/corporategovernanceprinciples/31557724.pdf, Accessed on 13 July, 2020.
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responsibilities and accountability of Board of Directors (BOD), general assembly and staffs of
the unions. It also defines the structure and formation of the board of directors for democratic
operation, responsibilities of general assembly for democratic control and administrative
functions of the staff for benefitting members. Further, internal governance focuses on the
preservation of future balance for the continuation of credit unions and accountability of BOD
and management.

The third fold is individual governance which focuses on the integrity, competence and
commitment of the BOD which represent the general assembly and the management which
administer the credit unions.

Therefore, institutional governance of credit unions or the saving and credit cooperatives
Societies (SACCOs) is the consolidation of all the external, internal and individual governance.
Any SACCO is considered to have good institutional governance if operated by following the
cooperative values and principles in compliance with the national laws, which runs its function
in transparent way, which is accountable to the general public, whose BOD iscompetent and
committed to best represent its members’ interest and focuses on the members’ benefit.

Factors Affecting Institutional Governance in SACCOs

SACCOS are member-based co-operatives formed to meet the financial needs of members.
They provide formal financial access to the members and assist in their socio-economic
development. If institutional governance is maintained in SACCOs, it possibly becomes the
means to reduce the poverty. However, some SACCOS cannot strengthen good institutional
governance which leads the institutions to be problematic. The institutional governance is
affected by the external and internal factorswhich prevent them from achieving the goal of the
members and community at the large.

Internal Factors

World Bank points out the member-manager conflict as the major cause of the failure of the
Financial Cooperatives (FCs). The key internal conflict is member-manager conflict, also
known as the “expense preferences” by managers. Besides, for the proper function of the FCs
there should be fit and proper requirements for both governance bodies, and the selection of
senior management and their succession, are crucial albeit often loosely defined or simply not
observed®. The tendency of making decision for investing money by BOD on the self or the
nearest ones is generally causing conflict of interest which can be eliminated by introducing
proper set of rules and effective internal monitoring.

Financial Stability Institution reports that the most frequently raised issues by surveyed

6 World Bank. (2018). Financial Cooperatives Issues in Regulation, Supervision, and Institutional Strengthening.
http://documentsl.worldbank.org/curated/en/156561539766530807/pdf/130937-16-10-2018-14-9-59-
FinancialCooperativesFinalLowRes.pdf, Accessed on 14 July, 2020
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jurisdictions include low attendance in general meetings, lack of renewal of boards and senior
management, and the insufficient skill sets, expertise and qualifications of senior managers
and members of oversight bodies’.

Members’ inadequate knowledge on cooperatives and their lack of interest for investing
time in their organization, and insufficient knowledge on supervisory committee members
regarding internal control create challenge for internal governance.

Internal governance of some FCs seems to be feeble due to insufficient training and education
dissemination to members, BODs and management. Similarly, weak accounting system
and unorganized record keeping, misuse of funds by BOD and management, undetermined
qualification of BOD, weak leadership and institutional capacity, high interest rate on loans
and poor loan recovery mechanism are few more challenges for institutionalizing governance
in SACCOs.

External Factors

Insufficient governmental supervision and monitoring might lead SACCOs to the problem if
the BOD and senior management work with the vested interest. Therefore, it is the regulatory
body of SACCOs that has to constantly inspect and supervise the FCs for operating them
according to the cooperative values principle and standards. Similarly, some SACCOs
also seem to have been problematic because of the high competition with other financial
institutions.

A Glimpse of Development of SACCOs in Nepal

The modern cooperatives movement in Nepal is initiated with the establishment of Department
of Cooperatives (DOC) under the ministry of Agriculture in 1953 AD. The first cooperatives
Bakhanpur Saving and Credit cooperative was established along with thirteen SACCOs
registered in the fiscal year 1956/57 under the executive orders of 19568, A large number of
SACCOs were established in country after the promulgation of Cooperative Act, 1992. At
present, there are altogether 13578 SACCOS (39 percent of total cooperatives). Moreover,
SACCOS hold 74 percent of share, 72 percent of deposits and 66 percent of credit made by
cooperative sector. The apex body or the federation of SACCOs is Nepal Federation of Saving
and Credit Cooperative Unions LTD. (NEFSCUN). It aims at promoting, developing and
strengthening SACCOs on the basis of principles of international credit union in compliance
with national laws. Ministry of Land Management, Cooperatives and Poverty Alleviation and
Department of Cooperatives are regulatory bodies at the federal level whereas provincial and
local governments are responsible for the regulation in their respective jurisdiction.

7 Rodrigo Coelho, Jose Angelo Mazzillo, Jean-Philippe Svoronos and Taohua Yu. : Financial Stability
Institution. Regulation and supervision of financial cooperatives. https://www.bis.org/fsi/publ/insights15.pdf,
Accessed on 14 July, 2020

8 Government of Nepal, Department of Cooperatives.Sahakarita, pg.105.
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Legal Basis for Institutional Governance of SACCOs in Nepal

The constitution of Nepal has given jurisdiction to the three tiers government for the regulation
of cooperatives. In federal level Cooperative Act, 2017 and Cooperative Rule, 2019 direct the
registration, promotion and regulation of cooperativesregistered and operated under federal
law. Similarly, all the provinces and local levels too have promulgated their own cooperative
act and rule on the basis of the specimen provided by the concerned ministry at federal level.
While preparing the act and rules, the legislators are guided by the cooperative norms, values
and principles and have tried to maximize members’ benefit through cooperative development.
Our national laws and policies on cooperatives are developed by carrying the spirit of the
cooperatives principles and best international practices. Our constitution, periodic plans and
policies, political manifestations, the Guidance Notes to Cooperative Principles, 1995 by
International Cooperative Alliance, international best practices, extended consultation with
the stakeholders, research and learning from our own past are the major guideline for the
present cooperative laws of Nepal.

The supervision of FCs by Registrar’s Office seems quite contrary to what WOCCU
advocates that, credit unions supervised by the financial sector regulator enjoy greater public
confidence and trust, whichresults in higher membership and savings growth’. However, it
is not mandatory for all the FCs to be regulated by thefinancial sector supervisory body if the
prevailing cooperative regulatory bodies are capable of supervising them in order to run them
in accordance to the principles of cooperatives. In our context, Cooperative Rules, 2019 has
provisioned the supervision of FCs having more than five hundred million annual transactions
by Nepal Rastra Bank. Our national laws have incorporated the provisions of accounting
and audit regulations, internal regulations, operational regulations, administrative regulations,
enforcement regulations and consumer protection regulations as guided by WOCCU for the
good governance of FCs.

All the SACCOs are monitored by the monitoring system of Protection, Effective financial
structure, Asset quality, Rates of return and costs, liquidity, Signs of Growth (PEARLS) in
Nepal. PEARLS is not only the assessment tool for regulatory body but also it provides credit
union managers, directors, and supervisors with concise, easy-to read reports that reveal
institutional trends and identity strengths and weaknesses'’.

Similarly, the governance of FCs has internal control by organization’s own by-laws, policies,
directives and procedures which are endorsed by governmental regulatory body. NEFSCUN
has introduced the ACCESS and PROBATIONbranding tool of SACCOs developed by
ACCU and itself respectively. It gives accreditation to SACCOs if required standards are

9 WOCCU, (2008). Technical Guide Credit Union Regulation and Supervision. https://www.findevgateway.
org/sites/default/files/publications/files/mfg-en-toolkit-credit-union-regulation-and-supervision-technical-
guide-2008.pdf,Accessed on 16 July,2020

10  ibid, pg. 13
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met. These branding strategies help in establishing cooperatives as different sector from other
financial institutions by promoting the cooperative values, norms and principles.

Key Challenges ofInstitutional Governance of SACCOs in Nepal

In 2015, Nepal Rastra Bank has mentioned that SACCOs are in problem since they are involved
in transaction with non-members, large portion of share belonging to limited members, more
FCs in urban areas and banks as their competitor, difference in interest rate of more than
6 percent in saving and credit, investment in unproductive sector like land purchasing and
housing etc.

Devkota Taskforce, 2011 has mentioned that major challenges of FCs are to manage increased
size of financial transaction, to follow obligations of financial and monitory policies and other
prevailing regulations, weak regulatory mechanisms for following international principles,
and motif of promoting individual business in the name of cooperatives!

Karki Commission concludes that the major problems of SACCOs are arisen from weak self-
regulation, inadequate education, distort of financial discipline, activity outside membership,
misuse of cooperatives fund, extended membership, investment of FCs in non-productive
sectors along with others."?

15" periodic plan has mentioned that mobilization of the fund according to priority setting
of needy members, to invest for income generation and employment creation' are the key
challenges of cooperatives along with other.

Hence, the key challenges for institutional governance of SACCOs in Nepal are to create
financial discipline,to make BOD guided by volunteerism, to discourage fund mobilization in
non-productive sector and encourage for developing entrepreneurship and self-employment
creation of members, to teach members about the values of cooperatives, and increase
regulation by concerned authority for establishment of good governance of cooperatives.

Future Direction for Institutional Governance in SACCOs

The constitution of Nepal, periodic plans, cooperative laws, cooperatives principles and
sectorial policies have envisioned that SACCOs are formed through common bond of lower
and middle economical background of people especially in rural areas which lag behind
formal financial access. Accordingly, cooperative act and rules have clearly mentioned the
demarcation line for SACCOs formation and restructuring in local level, directed for ending
double membership in same nature of cooperatives, standards for BODs appointment and
responsibilities and rights of General Assembly, guided for fund creation and mobilization,
specified the regulatory bodies, provisioned for crime related to cooperatives, and many

11 Report of the Taskforce formed to Recommend Policy, Procedural and Institutional Issues for the Solution of
Problems in the Cooperative Sector, 2068

12 Commission of Inquiry Set up to Investigate Problematic Savings and Credit Cooperatives, 2070
13 Government of Nepal, National Planning Commission, Nepal (2076).15" Periodic Plan
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more for creating good governance in SACCOs. Nevertheless, the federation and SACCOs
themselves have to follow the national cooperative laws for promoting internal governance.
The BOD has to be competent, committed and inclusive for promoting the cooperative
principles and serving the members. It should check if its member is its own or if belongs to
other SACCO too, should know about the number of active members and dissolve the inactive
membership according to legal provision, should teach its member about the cooperatives
values, should avoid the personal and vested interest, should have business plan and promotion
strategy and should have feeling of volunteerism. They should have sound knowledge on
financial management and the cooperatives laws so that they can save the cooperatives from
being problematic. In addition, for the better governance, the member is equally responsible.
They should keep interest towards the information related to financial transactions and status
of their cooperatives and make BOD and management cautious about their monopolies and
strengthen the internal control mechanisms.

Conclusion

Cooperatives have mechanisms for self-control, self-administration and self-regulation. Their
owners and clients are the same persons or the members. Principally, they have the best
institutional governance. Based on this, it is believed that the role of government should
be mostly concentrated in their education, promotion and development. However, the weak
regulatory functions of government created by Cooperative Act, 1991 increased not only
the number of cooperatives but also their fraudulent activities disrupting the cooperatives
principles and financial rules. In this pre-context, prevailing cooperative law has attempted
to make strong regulation from regulatory bodies for the preservation of the most democratic
principles of cooperatives. Therefore, now the SACCOs and federation should be guided
by the national laws, international principles and best practices for improving the internal
governance. If the provision of Cooperative Act and Rules are thoroughly followed by the
cooperative movement, it can be presumed that no FC will have status of declaring problematic
by government. Therefore, for institutionalizing governance in cooperative, the cooperatives
should follow theexisting cooperative law.
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Medium Term Expenditure
Framework: Concept, Importance and
Way Forward

Pushpa Lal Shakya*

ABSTRACT

Public expenditure is an important tool in promoting pro-poor, high, broad based
and inclusive economic growth, increasing employment opportunities, reducing
income inequality and enhancing human development. These are also the objectives
of a fiscal policy of the government of most of the developing countries like Nepal.
Conceptually, MTEFs are the ideal tool for translating medium term periodic plan into
public expenditure programmes within a coherent multiyear macroeconomic and fiscal
framework. The MTEFs are important in the context of the need of public expenditure
management especially in the developing countries. Therefore, MTEF is increasingly
becoming important element devices to public expenditure management in developing
countries.

This article maily deals with the objective, rationale of MTEF and lesson learned
in Nepal and offers recommendations. The MTEFs alone cannot deliver improved
PEM in which other key aspects of public expenditure management, notably budget
execution and reporting, remain weak. Therefore it is required that comprehensive,
detailed diagnoses of public expenditure management systems and processes precede
MTEFs, in order to ensure appropriate design of reform programmes. In order to have
an impact, the MTEF should be integrated with the budget process from the beginning,
with the MTEF outer year projections should be forecasted more realistically. However,
political commitment for implementing MTEF's is very crucial to make the MTEF more
successful and obtain the result intended in the plan.

Background

Public expenditure is an important tool in promoting pro-poor, high and broad based economic
growth, increasing employment opportunities, reducing income inequality and enhancing
human development. These are also the objectives of a fiscal policy of the government of
most of the developing countries like Nepal. However, if these objectives of the fiscal policy
are to be attained the public expenditure has to be managed properly.

* Ex-Joint Secretary, Government of Nepal

IroTed [ Rajaswa Q9



The government should target to achieve maintaining fiscal discipline, sustaining economic
growth, distributional justice and equity through its economic policy. To achieve these
objectives of economic policy it requires effective and efficient use of public resources.
PEM basically deals with the government expenditure but it also estimates the government
resources so as to link the expenditure with the financial resources.

The Medium Term Expenditure Framework (MTEF) is a tool in achieving the objectives of
PEM. But, the MTEF does not fully encompass all the components of PEM and essentially
focuses on budget formulation issues.

Weaknesses in Budgetary Processes in Developing Countries

There are some weaknesses in the budgetory proceses in the developing countries, which can
be stated as follows;

= There is no proper linkage between the planning, policies and budget

=  Programmes and projects are under funded

=  Priorities and policies are not always clearly spelt out

= Limited or no involvement of Cabinet in these decisions reducing ownership of the
decisions

=  Lack of transparency in the classification of government resources:
= Lack of transparency in the decisions within Government:

= Lack of mechanisms for contestability:

= Not all resources are included in the total resource envelope:

=  Lack of predictability in the allocation of resources:

Most of the least developed countries (LDCs) have been facing various problems in their
planning and budgeting systems. Therefore, the MTEF is increasingly becoming important
element devices to budgetary management in developing world.

What is Medium Term Expenditure Framework (MTEF)?

MTEF is a tool to determine available public resources and allocate these resources in
government’s priority sectors. The MTEF provides the “linking framework™ that allows
expenditures to be “driven by policy priorities and disciplined by budget realities” (the World
Bank). According to the World Bank “ The MTEF consists of a top-down resource envelope, a
bottom-up estimation of the current and medium-term costs of existing policy and, ultimately,
the matching of these costs with available resources. Conservatively defining the medium-
term aggregate resource envelope should help change the psychology of budgeting from a
“needs” to an “availability” mentality as well as enhance the predictability of resource flows
and policy over the medium and short term.” The MTEF provides a multi-year framework for
assessing and making public the forward year costs of current year budget decisions.
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Rationale of MTEF Implementation in Nepal

In the past there were no proper linkages between periodic plan and budget in Nepal. The
periodic plans and annual budgets failed to achieve the targets due to poor budget allocation
in highly important development projects and poor implementation capabilities. There was
no coherence between the planned goals, objectives, outputs and annual programmes and
resource allocations. Lack of proper prioritization of programmes and public expenditures
linked to planned goals and objectives have resulted into wide variance between planned
targets and their actual attainment.

Confronted with growing resources shortfalls, Government of Nepal implemented the
MTEEF since fiscal year 2002/03 with the objectives of (a) ) linking the annual programs and
budgets with the periodic plan; (b) prioritizing programs and expenditures in line with Plan
goals and objectives considering the resource availability; (c) developing a consistent and
realistic resources framework for sustaining macroeconomic stability; (d) improving budget
allocation to Plans priorities among and within sectors; (e) increasing incentives for efficient
and effective use of resources by government agencies; (f) providing resource guarantee to
top priority activities on the basis of priority rankings, and (g) making development budget
more result-oriented.

Objectives of the MTEF

The main objectives of the MTEF are as follows:

1. Macroeconomic stability ensuring fiscal discipline:

2.  Strategic prioritization of resources: .

3. Improve the effectiveness and efficiency of public expenditure:
The other objectives of MTEF are:

4. Devolve responsibility to line managers so that they can make decisions on how best the
given resources could be used.

5. Focus on performance and emphasis on the output and outcomes.

6. Improve the transparency and predictability of public resources.

7. Ensure policy and funding predictability to line ministries and increase their autonomy
in the use of resources in line with national policy priorities so that they can plan ahead
and the programmes can be made sustainable.

The MTEF Approach

=  The MTEF is a three-year framework of public expenditure within which available
domestic as well as foreign resources are allocated between various economic sectors. It
can also be described as:

= A process for matching limited resources with unlimited needs.
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An integrated system_through which all resources_(government and donor) are allocated
on the basis of policy priorities.

A medium term focus into resource planning, so as to plan ahead for changes in policy
and expenditure reallocations.

Enhancing predictability in the flow of resources, nationally, sectorally and at the
ministerial/departmental levels.

MTEF Formulation Process:

Further detailed but commonly pursued sequential steps to arrive at a credible MTEF could
also be summarized as below:

Estimate the total resources considering the foreign aid and revenue projection, domestic
debt and macro-economic situation to arrive at the realistic resource envelope that can be
allocated various sectors and line ministries to prepare sectoral budget and programmes.

Prepare sectoral spending plans by costing existing and planned programmes/activities
taking into consideration of the existing sectoral policies, goals, mission, visions, and
government commitments in various international forums by the sectoral ministries to
prepare their sectoral budget and programmes.

Reconcile available resources with sectoral estimation of resources and establish sectoral
medium term budget ceilings to come up with a reliable medium term expenditure
framework.

Confirm that budget execution is in line with budgeted objectives and matches with
expectation and for this we need to consider the timely reporting, expenditure control,
supervision, and effective monitoring and evaluation mechanism to ensure operational
efficiency.

The MTEF formulation process involves three main steps.

1.

R¥

Formulation of the macroeconomic framework by estimation of total resources
envelop:

Reliable estimation of domestic and donors support for short to medium term is the
important. National and external developments are taken into account to prepare the
macro-economic framework that has implications on domestic resource mobilization
and external assistance. As this framework also is linked with other systems such as
debt management, national accounts, cash management etc., it, therefore demands
coordination among relevant agencies such as the central bank, national statistical office,
planning agencies and the treasury. This step is what we can term as top down approach
of estimating the resource envelope following which a fixed ceiling is supplied to the
sector ministries fro formulating their programs and budget.
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2. Projection of cost of carrying out sectoral policies and targets — developing an initial
expenditure framework:

As this framework links and builds a bridge between the government policies and annual
plan, it is necessary to estimate the actual which helps to assess the impact of increase
or decrease of expenditure in a particular sector in a medium term perspective. This
essentially is the bottom up approach wherein the line agencies estimate the cost of
carrying out existing policies, programmes, and targets for the budget year as well as the
following years. While doing so they also need to consider the impact of potential policy
changes or introduction of new policies, programmes, or amendments in the targets. It
is most important step in formulation MTEF because at this stage line ministries should
reflect such issues as the appropriateness of the investment and priorities. Major thrust
should lie on the links between resources provided through the ceilings, priorities of the
sector and targets agreed to by the sector investment programmes.

3. Match the resources with priorities:

To establish equilibrium between what is required for and what resources are practically
available to the government, a credible expenditure framework is set up on the basis of
which decisions are made as to how such available resources are allocated to the sector
agencies.

Medium Term Expenditure Framework (MTEF) in Nepal

MTEF is part of the budgetary reform process initiated by the government which was
recommended by the Public Expenditure Review Commission (PERC) set up in 2000/01.

=  MTEF initiated in 2002/03 along with the Tenth Plan/PRSP

= Introduce prioritisation criteria (regular and development)

= Unit costing exercise

= Performance based budget release system

= Able to eliminate or merge more than 200 projects

= Per project budget increased

=  Budget for P1 projects increased

= Pro-poor and pro-gender budget initiated

= Budget deficit contained at desired level

=  Macroeconomic stability achieved

Preparation of the frameworks begins with the meeting of the Budget and Resource Committee.
This Committee is chaired by the vice —chairperson of the National Planning Commission

(NPC) and other members are Members of the NPC. Finance Secretary, Governor of the
Nepal Rastra Bank and Financial Comptroller General and Member Secretary of the NPC.
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This Committee decides the macroeconomic framework which includes revenue, foreign aid,
domestic borrowings and analysis of its implications to the national economy for next three
fiscal year of the MTEF period. After the macroeconomic framework is determined, NPC and
MoF jointly prepare budget ceilings for the line ministries determining the sources of fund
and the current or capital expenditure budget.

The budget ceiling and guidelines to prepare the annual budget and MTEF were sent to the
line ministries by the NPC. After the line ministries received the budget ceiling for the MTEF
period, the MTEF working groups set up in each ministry for such purposes are responsible
for preparing the sectoral MTEF incorporating the vision, goals, and objectives of their sector
and budget with activities. The line ministries also can do review the prioritisation of the
on-going projects, the prioritization of new programmes/projects, review the unit costs of
programmes and activities; and the linkages between projects and sector policies.

The main features of the MTEF in Nepal are as follows:

1. Three years time horizon: Generally, it is believed that the three years time period
is more predictable to forecast the macroeconomic situation, revenue projection, and
expenditure planning for ongoing and potential projects. Every year the framework is
updated and extended for an additional year incorporating the changes in policies and
economic or other considerations.

2. Comprehensiveness: Since the fiscal year 2002/03, Nepal initiated preparing MTEF
simultaneously with the formulation of the Tenth Plan. It covers all sectors and areas.

3. Medium term budget exercise: Nepal’s MTEF is prepared concurrently with the
budget preparation and hence, the MTEF document is made available on or about the
same time as the annual budget for the next fiscal year is presented to the parliament or
made public by President Decree in absence of the functioning parliament as the case
may be. Therefore for the budget year, allocations made by the budget and the projection
made by MTEF corresponds to each other.

4. Screening of the projects and prioritization: Objective prioritization criteria have
been introduced to screen the projects and prioritize them in terms of their importance
to reducing poverty in line with the medium term periodic plan. The government has
assured funding for first priority projects and in case of budgetary crisis only second
priority projects’ budget release is suspended with no effect on the execution of first
priority projects. Therefore, even if there is a budget crunch strategic project have no
effect of such crisis and are not suffered.

5. Costing of programmes and activities: Realistic budgetary allocation is possible only
when planning agencies are provided with the dependable unit costs of the proposed
output or service delivery on the basis of which they make decision to allocate resources.
Lack of such information has always resulted in the use of rule of thumb and discretionary
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power by Ministry of Finance and the planning authorities. To short out such difficulties
and make budgeting more realistic, MTEF has analyzed unit costs of programme and
activities to estimate the required funds to carry out such activities. It is expected that this
would help to reduce the differences between the budgeting and implementing agencies
and provide a concrete basis for budget allocation.

Continuous improvements and reform: Nepal has continuously improved the
framework based on its own situation and experiences gained after its implementation.
Instead of rigid and inflexible prioritization criteria, consistent but flexible approach is
adopted to ensure its credibility and reliability.

Component of overall policy reform: MTEF in Nepal is taken as a component of
overall policy reform and improvement in public expenditure management. Synchronized
efforts are taken to complement the reform with the reclassification of expenditures into
recurrent and capital headings, introduction of the financial management information
system, time bound action plan to implement the recommendations of the Country
Financial Accountability Assessment (CFAA) and enactment of legislation for making
procurement system transparent and standardized.

Inter linkage among MTEF, Periodic Plan, and SDGs established: MTEF has
become a meeting point for each and every policy and programme that the country
envisages to implement. The policy and programmes are link up with the national
efforts to the Sustainable Development Goals (SDGs) thus stretching the national effort
beyond the current Plan. Similar but separate exercises have also been carried out to
estimate the resource requirement for fulfilling the SDG targets and assess the gaps
between requirement and what is actually available. In both cases, the results are fed
into the MTEF, which is the single funnel from where resource is allocated to different
programmes and projects.

Revised Prioritization Criteria and Its weightage

The NPC has revised the Programme/ project prioritisation criteria few years back. According
to the new prioritisation criteria the subject areas has been clasified into five catogories. They

are as follows:

1
2.
3.
4
5

Economic sector

Agriculture, landmanagement and forestry sector
Infrastructure sector

Social sector, and

Good governance and other sector

There are five generic criteria and two sector specific criteria. The five generic criteria has
been given the weightage of 65 score and the two sector specific criteria has been given
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35 score. The programmes/ projects are classified into two catogory: one, priority -1 (P1)
and another, priority- 2 (P2). Those programmes / projects which gets 75 and above secore
will be called P1 programmes/ projects and below 75 score will be P2 programmes/projects.

P1 programmes/projects has been ensured resource availabilty in any situation of resource
position.

Generic criteria

Weights
1. Contribution to brod based economic growth of the current plan - 15
2. Contribution to achieving SDGs - 15
3. Participation Status - 5
4. Contribution to Inclusion - 10
(a) Contribution to regional inclusion - ®)
(b) Contribution to social inclusion and gender mainstreaming - 5)
5. Project progress, complesion time and execution preparation works - 20
Sector specific criteria
Weights
6.  Contribution to achieving sectoral objective and goal of
Current periodic plan - 20
Contribution to achieving sectoral targets of SDGs - 15
7. Total 100
In each criterion, the score should be given as:
S.N. Contributions Mark Score
1 Direct and significant Very Good 3
2 Indirect and significant Very Good 2
3 Low and general Ordinary 1
4 No contribution Poor 0

Achievements of MTEF:

Introduction of MTEF has greatly helped to maintain macroeconomic stability, contain fiscal

deficit, restrain inflation and improve balance of payments position.

MTEF is evolved as a basis of donor support and harmonization. A well-coordinated and
nationally owned and stared development bandwagon would sure to emerge from this
initiative.

MTEF’s focus on the delivery of service and output has also served as a basis for monitoring
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and evaluation of the development programmes/projects and poverty reduction efforts.

MTEF ceilings are being used pragmatically to strengthen budget formulation and therefore
have contributed to translate the Plan priorities into realistic annual budget programmes. Line
agencies are provided with MTEF ceilings to guide future allocations and hence forward
visibility and such agencies have been greatly improved. The ceilings and projection so far
have been reasonably stable and credible. Last but not least, it has become a credible and
widely accepted document not only for the use of the policy makers but also for the donors
as well.

Shortcomings:

According to Inter Governmental Fiscal Transfer Act 2074, now MTEF should be prepared
on time and MTEF document need to be presented along with the annual budget speech
announcement in the parliament. MTEF also needs review and refinement to make it more
realistic, credible and successful.

However, there are some shortcomings seen in the MTEF process can be spelt out as below:

a. Parallel exercise with the Annual development Programme document
Line Ministry devote their time and energy in preparing annual budget and programmes as
well as MTEF simulatnously to be submitted to the Ministry of Finance and NPC. There
is a general feeling that it has increased duplication of first year budget excercise. The
workload requirement and identical nature in the preparation of two similar documents
by line ministries seems as parallel exercise.

b. Prioritize only ongoing projects and no linkage with screening of the new and
upcoming projects.
MTEEF prioritizes ongoing projects under two categories based on definite criteria and
such criteria have been continuously refined but prioritization has not touched upon
the new and upcoming projects. Although government is conscious to take up only
those development projects which fall under first priority, but such prioritization is done
during the preparation of the framework but not when they are identified. Therefore, the
framework is out of reach of such projects that are in pipeline or potential to be included
in the framework in future.

c. Recurrent budget prioritization ineffective
MTEF in the first phase initiated to prioritize development projects and in the subsequent
stages expanded to include regular expenditure also. However the prioritization of regular
expenditure has not been effective as the agency based criteria adopted has brought
almost all regular expenditure into the priority ranking leaving very little freedom to
maneuver the regular expenditure in times of crises.

d. Resource gap not properly reflected by the MTEFs. There are limited to ensure
allocative efficiency
MTEF only considers the projects at hand that are being implemented are under the
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current portfolio. There is little inter-linkage between upcoming project and MTEF’s
existing portfolio. Likewise no clear gap could identified in the document in terms of
resource availability and what actual is required to achieve the sectoral and national
development target envisaged by the medium term periodic plan or the SDGs.
Allocation is yet to be tied up with performance result

MTEEF has tried to link the budgetary input to the physical output and performances
of the project. However, even after implementation of this framework no appreciable
improvement has been observed with regard to the implementation and performance of
the project. It is further indicated by the fact that not much is improved in terms spending
of the development outlays.

Lack of proper monitoring of the performances

Monitoring and supervision apparently not effective and has thus, created the problem
of credibility of the progress reported by the field offices on the performance of the
projects.

Recommendations and Way Forward

1.

Political commitment is crucial

The most important element in the successful implementation of the budgetary reform
including the MTEF is the commitment, proper guidance and the support of the political
leadership. In countries where political leadership recognize the potential of a more medium
term perspective to budgeting, the prospects for the institutionalization of improved
budgetary systems, processes and outcomes are significantly enhanced. It indicates that
where favorable conditions are not in place at the political level, the pace and success of
MTEF could be arduous. Therefore, political commitment should be ensured for effective
implementation of Plan and budget.

2. Effective implementation of the MTEF calls for the following actions to be

undertaken:

= Plan should be based on more realistic resource forecast

= Budget allocation has to be made in line with the MTEF priorities,

= Necessary guidelines pertaining to effective project implementation have to be
prepared and strictly followed by the line ministries,

= Need to develop project screening mechanism in NPC and sector specific screening
approach in the LMs.

= Internalization/institutionalization of MTEF process should be strengthened

= Project bank should be effectively implemented

= Detailed trimester work plan for projects/programmes should be prepared by
implementing agencies to facilitate the tracking of project performance,

= Unit cost of outputs and programmes/projects of all sectors for annual plan and the
MTEF has to be updated and revised,
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= The MTEF process of the province and local level has to be strengthened, as
more resources are being transferred to province and local level as per the federal
constitutional provisions.

=  M&E should

= be strengthened and quality of supervision should be improved

Conclusion:

MTEF has greatly been successful in maintaining discipline in resource allocation and
containing proliferation of projects and therefore reducing the chances for undesirable
interferences. Prudent resource estimation for MTEF is equally critical which is possible only
if external flows from development partners are well known beforehand.

The implementation of the past MTEFs has helped the Government to maintain fiscal
discipline, prioritize programmes/projects within the framework of realistic resources, and
bring them to manageable size with a strategic orientation towards key sectors and activities.
For this purpose, the capacity building, skill development and database management is
required in NPC and Line Ministries.

Through the MTEF, government expenditure has been brought within a more realistic
budgetary framework by prioritizing projects/programmes, by focusing on implementation
and monitoring of expenditures, and by introducing performance-based budget releases.

The relationship between the Plan and the budget has been strengthened with the
implementation of the MTEF. The budget for priority projects is assured by the three-year
budget projection. The budget preparation has become more transparent. It has laid ground
for an effective output-monitoring system, which requires serious attention for increasing and
measuring efficiency.

The MTEF has already become credible guide to resources planning, programming and
monitoring both for the Government and the development partners. It is also taken as an
effective tool for programmatic financing by the development partners. The formulation of
MTEEF along the line of achieving the SDGs forms the basis of donor harmonization and
interlinks the MTEF and the medium term periodic plan in Nepal.
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Is Foreign Aid Working in Developing

World? New Empirical Panel Evidence

Bindeswar Prasad Lekhak (BPL)*

ABSTRACT

The developing countries have been facing various economic problems such as a negative
or no savings of government income, trade deficit, investment capital shortage, and
fiscal gap. They work usually in a deficit financing position. Due to the lack of sufficient
financial resources, they are unable to invest into productive sectors at required levels,
resulting in a low level of economic growth. Foreign aid helps developing countries
to fill those gaps by providing resources for investment into productive sectors.
Supplementing investment into productive areas, increases economic activities and
improve economic growth. The research/study done by the author regarding the effects
of foreign aid on economic growth in developing countries found that there is positive
relationship between foreign aid and economic growth. But every nation must aware
that “Foreign Aid is not a panacea and has not been a universal success” (Morrissey,
2001).” Thus, every nation must focus to mobilize more and more internal resources
by using sound fiscal and monetary policy with committed and democratic political
system.

What is Foreign Aid?

In simple terms, any financial assistance, technical assistance, or commodities provided by
one country to another and any multilateral institution to another country either in the form of
a grant or loan is known as foreign aid. But this does not provide the meaning of foreign aid
broadly. Thus, to get the actual meaning of foreign aid, we must focus on the conventional
definition of foreign aid, which is Official Development Assistance (ODA), as defined by the
Development Assistance Committee (DAC) of the Organization for Economic Cooperation
and Development (OECD) in the early 1970s.

According to the DAC, “Official development assistance (ODA) consists of disbursements
of loans made on concessional terms (net of repayments of principal) and grants by official
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agencies of the members of the Development Assistance Committee (DAC), by multilateral
institutions, and by non-DAC countries to promote economic development and welfare in
countries and territories in the DAC list of ODA recipients. It includes loans with a grant
element of at least 25 percent (calculated at a rate of discount of 10 percent).”

The Pros and Cons of Foreign Aid

Different researchers have argued their opinion regarding the advantages and disadvantages
of foreign aid. Most views emphasize the positive role of foreign aid in the process of
economic development of developing countries. However, a few arguing more on the cons
side of foreign aid.

1) Advantages of Foreign Aid/ Objective of Foreign Aid

Early theories of the relationship between foreign aid and growth, from the 1950s and 1960s,
have emphasized that foreign aid has played an important role in boosting up the socio-
economic conditions of the developing world. More specifically, theories say that developing
countries have always been facing scarcity of financial resources, and so have been unable to
invest in the productive areas at a desirable level. Consequently, they have been always facing
various problems such as the vicious circle of poverty. Only foreign aid helps those countries
through providing additional finance to invest in the productive sectors. In conclusion, these
theories highlight that the role of foreign aid is to fulfill the saving-investment gap, trade gap,
and fiscal gap of developing world, and thus support growth. Radelet (2006) argued that most
foreign aid tries to achieve one or more of four broad economic and development objectives:

=  To stimulate economic growth through building infrastructure, supporting productive
sectors, or bringing new ideas and technologies;

=  To strengthen important sectors, such as, education, health, environment, or the political
system,;

=  To support subsistence consumption of food and other essential commodities, especially
during relief operations or humanitarian crises; or

= To help stabilize an economy following economic shocks.

Similarly, Morrissely (2001) address some advantages of foreign aid to show how aid can
contribute to growth:

=  Aid increases investment in physical and human capital,

=  Aid increases the capacity to import capital goods or technology;

= Aid does not have indirect effects that reduce investment or saving rates;

=  Aid is associated with technology transfer that increases the productivity of capital and
promotes endogenous technical change.
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Correspondingly, Lensink and White (1997) shows five themes common to many donors: 1)
self-sustaining growth; 2) poverty reduction; 3) environmental sustainability; 4) improving
the position of women; and 5) good governance (democratization etc.).

In conclusion, the early theories and some empirical studies show that the main
advantage/objective of foreign aid is to contribute to the economic growth of the developing
world. There are three main channels through which aid promotes economic growth:

e  Aid augments savings, finances investment, and adds to the capital stock (Sachs et al.
2004).

e  Aid increase worker productivity through investment in health and education.

e  Aid promotes the transfer of technology or knowledge from donors to the recipient

countries.

1) Disadvantages of Foreign Aid

Some researchers such as Bauer (1972), Dowling and Hiemenz (1982), Pack and Pack (1993),
Rajan and Subramanium (2005) pointed out some disadvantages of foreign aid. For instance:
aid could encourage corruption; it could help keep bad governments in power; aid flows could
reduce domestic saving, both private and government, because of its impact on interest rates
and government revenue. Similarly, aid could spur inflation; cause currency appreciation;
reduce the profitability of production of all tradable goods through the effects of the so-called
“Dutch Disease”. In the same way, aid has an impact on local food production because food
aid can reduce farm prices and hurt farmer incomes.

In addition to the above, aid could also increase the level of dependency, create a large burden
of debt in developing countries and force countries to use a large share of their budget for
repayment. Most importantly, foreign aid policy is sometimes used by developed countries
as a tool for the achievement of political, commercial, and military goals. Thus, aid could be
seen as a new form of colonization.

Outline of the Research/Study

This research/study analyzes the effects of foreign aid on the economic growth of developing
countries. The study will use the cross-sectional panel data of 123 developing countries
for the period 1985-2009 (25years). The study includes developing nations from Asia,
Africa, and Latin America and the Caribbean. The main objective of this research is to find
the trends of aid effectiveness in developing world. The main research question is: Is aid
effective in increasing growth rates of recipient countries? The hypothesis that foreign aid
can promote growth in developing countries was explored. This hypothesis tested using cross-
sectional panel data series for foreign aid with calculating the results. The main dependent
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and independent variables of this research are GDP growth (as percentage) and Net Official
development Assistance (ODA), respectively.

Theory and Hypotheses for Research Question.

1) Research questions
=  Why does the level of economic growth of some developing countries higher than
other developing countries? Is aid effective in increasing growth rates of recipient
countries?
= [s there any relationship between foreign aid and economic growth in developing
countries?
= How can the developing countries get the high level of economic growth?
2) Theoretical aspect of foreign aid and economic growth relationship (Assumption,
Logic, and Propositions)

2.1) Assumption

Developing world has been facing the problem of financial resources such as shortage of
saving, foreign exchange gap, and fiscal gap and they are always in deficit financing position.
That’s why due to the lack of sufficient financial resources they are unable to invest into
productive sectors as desirable levels, thus they have low level of economic growth. Foreign
aid helps to developing countries to fulfill those gaps via providing aid for investing productive
sectors. When developing world invest sufficiently into the productive areas the economic
activities start to rise and will increase economic growth.

2.2) Logic
Based on the above assumption the author reviewed the insights from the ‘gap-financing’
approaches to aid. Thus, some well-known aid and growth theories are described briefly here.

1) The Harrod-Domar Growth Model

The Harrod-Domar growth model advocates about the saving-investment gap. The
essence of this model is that the rate of growth is determined jointly by the national
savings ratio and national capital to output ratio. The more a nation can save and invest
the quicker it can grow. Specifically, developing countries have been always facing
scarcity of the enough domestic saving that’s why they have not sufficient financial
resources for investment into the productivity sectors consequently they have low level
of economic growth. Only, foreign aid helps to fulfill saving-investment gap. Equation
form of model is below:

AY s

Y k
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The model says that growth rate of GDP (AY/Y) will be determined by the joint
combination of the net national savings ratio, s, and the national capital-output ratio,
k. Furthermore, the economic logic of model is that the growth rate of national income
will be directly or robustly related to the saving ratio that mean more saving and more
investment makes high level of economic growth.

The Two Gap Model

The two-gap model is a popular feature of development economics. This model was
introduced by Chenery and Strout (1966). The main theme of this model is that developing
countries have been facing two gaps: first one is saving gap, and second one is trade gap
or foreign exchange gap and foreign aid has supported those countries to fulfill these
gaps. It means increasing their capacity and thus economic growth. The two-gap model
supports the hypothesis of investment limited growth based on the Harrod-Domar model
which assumes a specific amount of investment to increase growth.

Chenery and Strout (1966) argued that in attempting to increase the economic growth,
developing countries were likely to face not only a savings constraint, but also a foreign
exchange constraint. Foreign aid could remove either constraint by providing required
foreign exchange to developing countries. A precise assumption of this model is that all
aid is used to increase the capital stock.

The rephrasing of model is:

AY s b

T EtR

More specifically, the two-gap model advocate with the interactions between the ‘saving
constraint’ and the ‘foreign exchange constraint’ in the determination of the growth rate
of a developing country. It is because in developing countries domestic resources are
inadequate to meet the levels of investment thus saving-investment gap occur and same
way export earnings are not sufficient to pay for all the desired capital goods imports
as a result the foreign exchange gap happen. Aid helps filling these gaps and increased
growth rate.

Three Gap Model

The three-gap model deal with the saving-investment gap, trade gap and fiscal constraint.
Thus, the third gap is ‘fiscal constraint’. Bacha (1990) introduces this model and
emphasized that the developing countries have lack of sufficient budget to invest into
the public sector on desirable levels as a result they have low level of economic growth.
Foreign aid, since mostly goes through the government, helps the government, relax
fiscal constraint, to investment into the public sector more. This model assumes that aid
mostly used into the productive investment.
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3.1)

More particularly, the fiscal gap refers the gap between the government revenue and
the expenditure. In developing countries, the government plays role of catalyst for
development. The private sector, in developing world, is still in weak level and mostly
oriented for the profit motive. Thus, the government has responsibility to invest
its resources for infrastructure development, education, health, and so on so that the
development activities rise faster for boosting the economic growth. But the problem is
that they haven’t sufficient level of financial resources. Not only, those most developing
countries are running in fiscal deficit since couple of years and they are unable to
investment into public sector satisfactorily. In this scenario foreign aid helps developing
world to fulfill scarcity of these gaps so that developing world will move way of economic
growth.

Propositions

In conclusion the essence of these gap models, gap-financing approaches to aid, is that
developing countries have been facing the number of financial constraints. Therefore,
only foreign aid helps to fulfill these gaps and focus for investment part so that developing
nations will obtain the economic growth faster (Morrissey 2001).

Regarding the opposing hypothesis, many previous studies for instance Zhang (2001);
McLean & Shrestha (2002); Lensink & Morrissey (2006); and Adhikary (2011)
empirically found that Foreign Direct Investment (FDI) has a positive relationship with
economic growth. As part of this, neoclassical and endogenous growth theories have
highlighted that FDI always props up the economic growth in a capital scarce economy

by supporting the level of investment into the productive sector.
Hypothesis
The main hypotheses:

= There is robust relationship between the foreign aid and economic growth of
developing world. Thus, the countries that have the high level of foreign aid flows
have high level of economic growth.

= The countries that have effective use of foreign aid into the productive areas have
high level of economic growth.

Thus, hypothesis setting:

The Null hypothesis: HO: =0

(There is statistically significant relationship between foreign aid and economic growth)
The Alternative Hypothesis: HA: pu # 0

(There is no statistically significant relationship between foreign aid and economic growth)
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Opposing Hypothesis:
The countries have high level of FDI flows have increasing level of economic growth.

Summary of previous studies/ Literature Review

The previous cross-country studies show mixed results, thus the effects of foreign aid
on growth are easily shown to be ambiguous. There is now a large literature on the
relationship between aid and growth. The essence of some comprehensive studies,
is presented below, as dividing them into two categories i.e. 1) studies which obtain
positive finding; 2) studies which obtain negative finding.

Studies which obtain positive finding

Foreign aid advocates claim that aid helps promote economic growth of developing
countries. It is more stated by Mosley (1987, p. 119), the main theoretical case for aid
rests on the assumption that foreign aid could fill the shortage of international capital.
Early study of Papenek (1973a) obtained the positive relationship between foreign aid
and economic growth of five less developed countries. According to his result 1 per cent
increased in foreign aid has increased 0.39 per cent economic growth. The estimated
equation result of five countries is as below.

y=1.5+0.20(S)+0.39(FA)+0.17(FDI)+0.19(OFI)
(6.0)  (5.38) (2.5 2.1
(t statistics in parenthesis) R2 =0.37

A study by Dalgaard el al. (2000) about the assessing the effectiveness of foreign aid by
using the cross-country regressions of 131 developing countries’ data of last 30 years
concluded that: 1) aid increases aggregate saving, 2) aid increase investment, and 3) aid
has a positive effect on the growth rate.

Similarly, the early studies of 1970s and 1980s, for instance Gupta (1975), Gulati (1978),
McGowan & Smith (1978) and Bradshaw (1985), have found that there is positive
relationship between foreign aid and economic growth.

Correspondingly, most of the studies of after mid 1990s (Asteriou, 2009; Durbarry et
al., 1998; Dalgaard and Hansen, 2001; Hansen and Tarp, 2000 and 2001; Irandoust &
Ericsson, 2005; Karras, 2006; Lensink and White, 2001; Dalgaard et al., 2003; Clemens
et al., 2004; Gomanee et al., 2005; Moreira, 2005; Morrissey, 2001) have found
that there is a positive relationship between foreign aid and economic growth. They
concluded that aid has positive impact on the economy of developing world without
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any aid conditionality such as good policy too. More specially, they empathized that
aid is effective not only countries with sound policies, but in any environment, even in
unfavorable environment.

Studies which obtain negative finding

Some aid antagonists claim that there is a negative causal relationship between aid and
growth in developing countries. This is because aid retards growth by substituting for
saving and investments rather than supplementing them. Bauer (1976) claimed that aid
has negative impact on growth and some time it creates obstruct to the private sector
for investment. Furthermore, Bauer (1976, p.95) argued that, “foreign aid is plainly not
indispensable to economic progress, and is indeed likely to obstruct it, and that the other
arguments are also defective”

Griffen (1970), Griffen and Enos (1970), Weisskopf (1972), Areskoug (1976), Mosley
et al. (1987), Dowling and Hiemenz (1982), Singh (1985), Boone (1994), Rajan and
Subramanian (2005) found that aid has negative impact on the economic growth. They
concluded that this is because aid could be wasted due to corruption, used in consumption
rather than productive sector, limited absorptive power of recipient country to use aid
effectively, aid can spur inflation, appreciate currency, and create crowding out effect
know as Dutch disease.

Some researchers such as McGillivray and Morrissey (2001) did study to find out why
aid doesn’t have impact on growth and stated that it is because aid could be fungible and
mostly wasted by corrupted government rather than investing into the targeted areas.
Thus, it can reduce the domestic saving ratio and undermine the incentive of the private
sector for investment.

Criticism of previous studies

Although above mentioned studies have conducted on very well ways but still, they have

some shortcoming. In my opinion, some shortcomings of above-mentioned studies are as

below.

1)

2)

Most of studies have focused small sample size such as Papenek (1973a) taken only
five countries, Asteriou (2009) took five south Asian countries, Irandoust & Ericsson
(2005) focused only five countries of Africa. However, Karras (2006) focused the 71
aid receiving countries. Thus, there are very few studies which taken large number of
samples.

The studies which conducted after 1995 have no one used the OLS estimation with
panel-corrected standard errors (PCSE), developed by Back and Katz (1995, 2004) and
widely used for cross-sectional time-series data.
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3) No one, very few, analysis the result on the period wise for instance effect of aid on
growth from 1970-80, 1980-90 and so on.

4) Most of study focused the data before the 2000 such as Karras (2006) used the date
from 1960-1997, Irandoust & Ericsson (2005) has focused the data from 1965-2000.
However, Ekanayake and Chatrna (2010) taken data from 1980- 2007. Therefore, there
are very few studies which focused the data of long period such as data of 25 years and
studies which included the recent years.

Empirical Analysis Method of Research/Study
The study used the Ordinary Least Square (OLS) method with panel-corrected standard
errors (PCSE), developed by Back and Katz (1995, 2004) and widely used for cross-sectional
panel data. Furthermore, it is true that when computing standard errors and the various-
covariance estimates, PCES assumes that the disturbances are, by default, heteroskedastic
and contemporaneously correlated across panels.

A lagged dependent variable is used because it is believed that a lagged dependent variable
mitigates the bias of time-varying omitted variables. The year-specific dummy is taken to
correct for unobserved time effects.

Model and Variables

To establish the above-mentioned hypothesis, the study has taken GDP growth (annual %) as
a dependent variable, which is denoted by GDP. Similarly, net official development assistance
received (USS$, billion) is used as the main independent variable, which is denoted by the
ODA. The other controlling variables are: Gross capital formation (% of GDP); Foreign direct
investment (BoP, current US$); Inflation of consumer prices (annual %); and Population
growth, which are denoted by GCF, FDI, INFL, and POPU, respectively.

According the above research design the study estimates the following model:

GDPit = 0 + p1GDPit-1+ p20DAIt + B3GCFit + B4FDIit + B5INFLit + 6POPUit+ B7dt+
git

Finding of the Study
The regression analysis results of the aid-growth relationship of one hundred and fourteen
developing countries are presented in tables. The analysis was done on Stata software.

1) The Effects of Foreign Aid on Economic Growth in Developing Countries
The relationship of the foreign aid effects on economic growth was estimated in time
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period wise. The time period an effect was done due to two reasons. First, in 1980s the
multilateral donors, the World Bank, and the IMF, mainly focused on macroeconomic
policy adjustment. Aid had shifted to macroeconomic reforms and market liberalization.
Then, in the 1990s, donors slightly changed the modality of aid and attached ‘good
governance’ as aid conditionality. In these circumstances, have these changing policies
really been successful in addressing the issue of aid effectiveness?

Second, in the early part of the 21st century, UN member states unanimously adopted
the Millennium Declaration, focusing on how to “build a better and safer world for the
next century”. To achieve the goals, both multilateral and bilateral, donors focused on a
poverty reduction agenda through modifying their aid mechanisms, from macroeconomic
issues to microeconomic issues. Similarly, after the terror attacks of September 11, the
developed countries, especially the U.S.A., concluded that the developing world is
vulnerable to security and other threats due to the vicious circle of poverty. As a result,
they focus on close cooperation with the governments of developing countries, and the
trend in foreign aid has been to focus on the social welfare sector. Are these changing
strategies successful in strengthening the aid-growth relationship in the new century?
The time period effect analysis helps to answer these questions.

Time Period Effects

Table 1 shows regression results of the aid-growth relationship in terms of time period.
The results show a positive relationship between foreign aid and economic growth,
the major finding of the study. The relationship is statistically significant even when
computing the time period effect.

Table 1: The Effects of Foreign Aid on Economic Growth in Developing Countries

Independent Variable 1985-2009 1985-1999 2000-2009
Lag GDP Growth (Annual) 281 3% 2066%** 388 HH*
(.0196) (.0274) (.0274)
Net ODA (USS, Billion) 683 7¥** .5001* 8125%%*
(.1902) (.2921) (.2459)
FDI, net inflows (US$, Billion) .01473 02634 0114
(.0149) (.0441) (.01420)
Gross capital formation (% of GDP) 1184%%* 1293 %% .1054%
(.0108) (.0153) (.0147)
Inflation, consumer prices (%) -.00032* -.00102%** -.00015
(.00016) (.00041) (.00016)
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Independent Variable 1985-2009 1985-1999 2000-2009
Labor Force growth (annual %) AT55%** ATTH** A4658%**
(.0859) (.1104) (.1407)
Constant -1.8485 -.9045 -1.333%*
(.6063) (.7084) (.6124)
R-Squared 0.2451 0.1732 0.3545
No. of country 114 114 114
No. of Observations 2260 1240 1020
Significant in the ***p<0.01, **p<0.05, *p<0.1
Figures in parentheses are standard errors of corresponding coefficients

(Source: Produced by the Author)
Entire Period Effects: Over the entire period (1985-2009), foreign aid has a positive
relationship with the economic growth of the sample countries. It is statistically significant at
a one percent level. This means that there is positive relationship between foreign aid and the
economic growth of developing countries. The result shows that a one billion dollars increase
in foreign aid is associated with a 0.6837 percent increase in GDP growth. This is a good
indication because the positive relationship is correlated at more than a fifty percent level.

Correspondingly, gross capital formation and labor force growth are positively related to
GDP growth and both are statistically significant at a one percent level. However, foreign
direct investment is also positively related to GDP growth. Regarding inflation, the results
prove that there is negative relationship between inflation and economic growth and that it
is statistically significant at a ten percent level. This means that when inflation increases, the
GDP growth of a developing country will decrease, a conclusion shared with other empirical
studies. This study will make the same assumption. Finally, the lagged GDP growth shows a
positive and statistically significant relationship, when the GDP growth of the previous year
increases by one percent, the lagged GDP growth will increase by 0.2813 percent.

Furthermore, for R-squared, this equation says that, as a group, the independent variables
explain about 0.2444 variations in the GDP growth. Although value of R? is relatively low,
it is acceptable for cross-sectional panel studies and is comparable to those obtained in other
studies.

Individual Period Effects (1985-1999 & 2000-2009): Table 1 shows the regression results of
the period analysis. The results show that foreign aid has a positive relationship with economic
growth of the sample countries over both time periods, i.e. 1985-1999 and 2000-2009. It is
statistically significant at a ten percent level over 1985-1999 and at a one percent level over
2000-2009. Thus, these results establish that the above-mentioned changing aid mechanisms
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have being playing a significant role in strengthening the aid-growth relationship. Therefore,
aid is effective over both time periods, although it has become more so in the new century. Put
otherwise, over 2000-2009, a foreign aid increase of one billion dollar will increase annual
GDP growth by 0.8125 percent. Over 1985-1999, a one billion dollars increase in foreign aid
is associated with a 0.5001 percent increase in GDP growth.

Correspondingly, gross capital formation and labor force growth are positively correlated
with GDP growth and both are statistically significant at a one percent level in both time
periods. Similarly, foreign direct investment is also positively related to GDP growth in both
periods. Inflation has a negative relation with GDP growth and is statistically significant at
a one percent level in the period 1985-1999. The lagged GDP growth shows a positive and
statistically significant relationship in both periods. This means that when the GDP growth of
previous year increases by one percent, the lagged GDP growth will increase by 0.2066 and
0.3881 percent in both periods, respectively.

Finally, for R-squared, this equation says that, as a group, the independent variables explain
about 0.1732 and 0.3545 variations in GDP growth in each period. Although the values of R?
are relatively low, they are acceptable for cross-sectional panel studies and is comparable to
those obtained in other studies.

Conclusion and Policy Implications

The main objective of this research/study is to analyze the effects of foreign aid on the
economic growth of developing countries. In order to accomplish this; the study used
quantitative analysis, namely the OLS method. Panel data from 114 countries over the 25
years spanning 1985 to 2009 was used. This study took the GDP growth (annual %) as a
dependent variable and net official development assistance as the main independent variable.
The study focused on time period effects to analyze the effect of foreign aid on the economic
growth of developing countries.

The findings of this study clearly show a positive relationship between economic growth and
foreign aid in developing countries. Over the entire period, a one billion dollars increase in
foreign aid is associated with a 0.6837 percent increase in GDP growth, which is significant at
a one percent level. In terms of time period effects, foreign aid has a positive and significant
relationship with economic growth. Concerning FDI that is generally expected to contribute
to economic growth, the result shows that it is somewhat positively related to the GDP growth
of developing countries.

To conclude, the results of this study support the core hypothesis that there is a positive
relationship between foreign aid and economic growth in developing countries.
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“Foreign Aid is not a panacea and has not been a universal success” (Morrissey, 2001).

It 1s

true that foreign aid is not long-lasting solution to the socio-economic challenges of

developing countries. It is just a means for developing countries to narrow down the gap
between the saving and investment in the preliminary level. For their further progress they
have to focus economic and non-economic matters such as: (1) changing the aid culture
into the FDI culture through attracting more and more FDI, (2) use aid to promote trade
by taking the strategy ‘Aid-for-Trade’ and overall development drawing from the concepts
of aid effectiveness and development effectiveness, (3) use aid to build infrastructures and
other development activities, (4) employ effective economic diplomacy, (5) maintain political
stability, (6) promote good governance and so on.
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Audit Policy: Public Sector Follow-up
Audit Practice in Nepal

Ajaya Kumar Sapkota™

ABSTRACT

In every public related society has several aspect of human life, moral value, and societal
belief, humanitarian value etc. that is control and intervention by the government, which
has been given by public mended through vote to authoritative allocation value for
society. Government regulate private, businessperson, institution, enterprises through
public policy, policy as rule and regulation. Policy Plan, principle of conduction,
Process of action serve as standard guide to make decision, but policy itself cannot
implementation but subsequent decision within the form of that policy. Nepalese public
sector there is also very ultramodern and brilliant public policy is abstract form
current world, which is very useful and problem solving in nature. Policy are basic
tool to making decision associated or root in prevailing practices directly concern
with meaning and impulsive in nature, action & inaction, of government, system of
organize of government, democratic value and practices. Financial policy regularize
the financial aspect of people, economic systemization and financial governance where
audit is also one of tool to financial verification of gaps between established norms or
policy and actual implementation or outcomes. Similarly, policy is interdisciplinary in
nature and financial policy government priorities efficiency and social justice through
competitive market to boost up financial governance where transparency credibility
and accountability are promoted. Audit policy is policy, which regularize auditing
procedure, practices, reporting, finding, presentation issues, and irregularities. Audit
follow up is those policies which audit Report finding of audit irregularities and issues
are how to interpreted and settle down. Government of Nepal has made organizational
institutional and procedurals policy in form of act, regulation and directives, committee
and decision which has been settle down irregularities and audit issue through follow
up or reviewing. The audit follow-up is as simple as addressing all the findings, taking
remedial and/or corrective-preventive-improvement action, and verifying that auditee
actions worked as intended. (Russel, n.d.). Here we differenciated variation between
the policy and audit foollow up and outcomes which shows contempraty policy well
execution or not and result are benifitted or not.

Key word: Policy, audit, follow up/Reviewing, settle down
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Introduction

The special or general proposal and field activities, formal authorization or state activity,
program, direction, process where government decided to do or not do in related field which
reflects value and norms for or of society. In other hand audit follow up those audit irregularities
and issues raised in audit report to be verified or reviewed with justification and clarification
with evidence and furthermore record, paper and supporting documents. "Policy are decision
giving direction, coherence and continuity to the course of action which the decision making
body is responsible."(Sapru, 1994). Public policy has two aspects public goods delivery and
ethical issues where authoritative allocation of value for society (Easton, 1953) and relation
to its environment. Government and its officials making policy for society known as public
policy, which is purposive actin for doing, based in law and authority. Follow up audit taking
a corrective action to rectified audit reports explored issue problems and plan to acceptable
recommendation of audit report about management action plan. "...some CAEs may choose
to inquire periodically, such as quarterly, about the status of all corrective actions that were
due to be completed in the prior period. Others may choose to perform periodic follow-up
engagements for audits with significant recommendations for specifically assess the quality
of the corrective actions taken. Others may choose to follow up on outstanding actions during
a future audit scheduled in the same area of the organization. The approach is determined
based on the adjudged level of risk, as well as the availability of resources.” (chambers, n.d.).
A Follow up Audit is an audit designed to evaluate the effectiveness of a corrective action that
has officially closed after all of the recommendations have been recommended for closure
through the follow-up audit process. The Follow up Audit is the evaluation of the adequacy,
effectiveness, and timeliness of actions taken by management or responsible organization on
reported observations and recommendations, including those made by auditors. (https://www.
theprojectdefinition.com/follow-up-audit/, 2015) Audit organizition conduct follow up audit
for nonconformities and non varified matter or area to improvement opportuniteis where audit
entity must conside cost and benefit in follow up or reviewing. In Nepal different entity(
irregularities settlement committee, parliament's public account committee, office of the
auditor general, accout responsible person) to follow up audit authority and record updated
and final elementing authority in office of the auditor general so there is policy for follow up
inregard to minimizing the irregularities by reviewing. If policy are verh effective and policy
actor are very much in committement in imprementation to follow up or reviewing policy
then it is materlized.

Nepal like under developing countries where limited resources and need are high whenever in
those condition year over year audit irregularities are increasing unexpectedly. Government
and parliament committee are serious for minimizing and eliminating those irregularities and
settle down audit issue raise in report and there if more than dozen follow up policies and
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guideline whatever it is not taking sprit so this study help to gaps finding and policy change
in future and speedup reviewing and minimize the irregularities.

Public policy

Public Policy making and implementation are intellectual, multidisciplinary, practical and
composite of various components and field where deliver a normative value which deal with
democratic ethos and human dignity. "Anything a government chooses to do or not to do"
(Thomas Dye, 1972; 2)," "Public policy is a purposive course of action followed by an actor or
set of actors in dealing with a problem or matter of concern."(J.E. Anderson, 1975; 3) "All of
the definitions provided above posit that public policy is a complex phenomenon consisting of
decisions made by numerous individuals and organizations in government."(Michael Hewlett
and M. Ramesh, 2003; 8) "The policy sciences were consciously framed as being problem-
oriented, quite explicitly addressing public policy issues and posing recommendations for
their relief, while openly rejecting the study of a phenomenon for its own sake. (Lass well
1956) "...the appropriate bureaucratic locations for policy analysis arose but were largely
overcome. However, this narrative pays scant attention to three hallmarks of the policy
sciences approach: there is little direct attention to the problem orientation of the activity, the
multidisciplinary themes are largely neglected, and the normative groundings of policy issues
(and recommendations) are often overlooked." (Frank fisher; 2007, 5). Individual, group
institution, legislature, executive, judiciary, and concern group involving in shaping public
policy through education, election, mobilizing interest group and advocacy. Public policy is a
major aspect law specified by legislation, constitution and international law, which regulatory
measures, courses of action, and funding priorities concerning a given topic promulgated by
a governmental entity or its representatives.

Basically, we can say that Study of Field of activities, Desire of state of affairs, Specific
Proposal, Decision of Government, Formal Authorization Program, outputs, Outcome,
Process, Theory or model, Academic discipline. Public policy covers only those issues that are
of interest to larger segments of society or that directly or indirectly affect society as a whole.
"While many organizations and actors create policies to which their members must adhere,
we focus on ‘public’ policies made by governments that affect and influence every member
of a nation-state or a subnational jurisdiction. The ‘actions’ we are concerned with in this
case are government decisions to act, or not to act, to change or maintain some aspect of the
status quo." (Backland, 2001: Ch. 1). Influence able activities to shaping and implementation
of public policy through their expertise to make rule, regulation and program by bureaucracy.
"Indeed, in virtually every country of the world, public policies are implemented primarily by
the public bureaucracy and specifically by the bureaucrats or career civil servants that work
in them."(Esenin, 2006).The bureaucrats oriented by regulations and administer laws and
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programs are typically far more knowledgeable, their specific area of expertise, knowledge,
decisive, regularization difficult and time-consuming. The bureaucracy plays a very important
role in the entire policy process: setting agendas, formulating, implementing and evaluating
policies. This understanding of the dominant role of the bureaucracy in the policy process is
nothing new and has recognized for many years by prominent scholars. Examples are such
as Beck’s Our Wonderland of Bureaucracy (Beck 1932) Bureaucracy has most important
role in efficient and effectiveness way to executive policy through program, project and
implementation of plan where most importance to executive financial plan and program.
There audit policy to auditing those financial policy execution and find out the irregularities.
These Audit finding of irregularities are settle through Audit follow up policy which issue
by law, parliament committee decision, exudative decision and Office of the Auditor general'
s guideline, directives and order issued by Auditor General. Those aspect of follow up
Audit properly can't handle the Audit irregularities and every year massive increasing audit
irregularities but settle down through the follow up audit seem to ineffective, although there
is audit follow-up policy.

Audit and Audit Practice in Nepal

Every individual are responsible in their state activities, if it is financial activities is most
sensitiveness and accountable to people through parliament. Auditing is most effective and
acceptable tool to explore transparency accountability and credibility toward people. "An audit
is a systematic process of objectively obtaining and evaluating evidence regarding assertions
about economic actions and events to ascertain the degree of correspondence between these
assertions and established criteria, and communicating the results to interested users." (Rick
Hayes, 2005) Audit Act 2074 (2017) has define audit as "Accounts" means the records,
ledgers books etc. maintained under prevailing laws showing particulars of transactions, and
other documents substantiating such transactions. The term includes electronic records or
electronic records certifying transactions transacted through electronic means." and "Audit,"
means examination of the accounts and the analysis and evaluation made on the basis thereof.
The term refers to the act of reviewing." all definition has made for verifying book and record
of transaction and certified true or auditor’s opinion are “give a true and fair view” or “present
fairly, in all material respects”, which are equivalent terms. "Government audit is the
objective, systematic, professional and independent examination of financial administrative
and other operations of a public entity made subsequently to their execution for the purpose of
evaluating and verifying them, presenting a report containing explanatory comments on audit
findings together with conclusions and recommendations for future actions by responsible
officials and , in the case of the examination of financial statements, expressing the appropriate
professional opinion regarding the fairness of their presentation."(U. N. publication). Audit is
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not an inquisition and its mission is not on of faultfinding. Its purpose is being the notice of
the administration lacuna in the rules and regulation and lapses; and of suggest possible ways
and means for the execution of plans and projects with greater expedition's efficiency and
economy." A. K. Chand, Auditor general of India. Auditing help scientific way to examine the
records and transaction and make opinion for management for financial regulation.

An independent activities with objectivity, scope & limitation, risk assessment, plan &
program, specific time and statuary authority to verifying, assurance and analysis the financial
transaction and add value and institutional improvement is known as public Audit. "Auditing
is a human evaluation process to establish the adherence to certain norms, resulting in an
opinion or judgment" [Schandl, 1978] Here, auditing not only verifying or assurance financial
transaction but it is mode of promoting transparency, accountability, responsibility to public
official as well as analysis & reporting of outcomes or result or value of money.

Establishment of state and ruler from ancient time any modality of recording transaction and
presented to ruler or official by accountable staff member and Some of the Practice in Nepal
to presented verbal financial status and transection before ruler, official and Authoritative
only and presented to people. Officials recording has been seen in 1826 as 'Kumari Chowk'
office has establish for Auditing financial for financial regularization. Provision of Auditing
in Nepal for Frist constitution of Nepal. In Government of Nepal Act-2004(2048) as Pradhan
Jachhaki, The Interim Government of Nepal Act 2007 Comptroller and Auditor General of
Nepal, The constitution of Kingdom of Nepal 2015, The Constitution of Nepal 2019, The
constitution of Kingdom of Nepal and The Constitution of Nepal (2072/2015) has maintain
Auditor General of Nepal and The accounts of all Federal and State Government Offices
including the Office of the President, Office of the Vice-President, Supreme Court, Federal
Parliament, State Assembly, State Government, Local level, Constitutional Bodies and Offices
thereof, Courts, Office of the Attorney General, Nepal Army, Nepal Police and Armed Police
Force, Nepal shall be audited by the Auditor-General in accordance with law, having regard
to, inter alia, the regularity, economy, efficiency, effectiveness and the propriety thereof. The
Auditor General shall be consulted in the matter of appointment of an auditor to carry out
the audit of a corporate body of which the Government of Nepal or State Government owns
more than fifty percent of the shares or assets. The Auditor General may also issue necessary
directives setting forth the principles for carrying out the audit of such corporate body. After
establishing office of the Auditor General of Nepal in 2016 B.S. and issued Audit act 2018
B.S there is institutional arrangement and legal arrangement for auditing. From establishment
continuing regularity audit, 2032 B.S. started performance audit and current time it has done
IT, environment, gender, citizen participant etc. audit.
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Follow up Audit and Practice/Policy in Nepal

Audit follow up is known as 'Audit Reviewing' in which process audit entity has duty or
obligation to settle down audit finding and irregularities in audit report or third party
certification report and some point needed to be corrected and it is also an opportunity to
audile improvement, management improvement and financial fraud and irregularities and
correction. What is important is that you realize that not all subsequent actions because of
audit findings need to be verified and that a formal follow-up audit may not be necessary. Audit
organizations must consider the cost versus the benefit of a formal follow-up audit. Audit"
means examination of the accounts and the analysis and evaluation made on the basis thereof.
The term refers to the act of reviewing." audit act 2074. Similarly "Verification" means the
examination or monitoring of the evidence and documents attached with any explanation or
comment submitted in relation to any irregular amount indicated in the internal or external audit
report and this term includes the examination or monitoring to be carried out on the basis of
the suggestions or directions received from the Public Accounts Committee of the Legislature
Parliament. Financial procedure act 2055. It's more clarified by New act in financial sector
which is" Reviewing "means In accordance to irregularities amount mention in the internal
and final audit report audit entity with clarification submitted evidence and document of audit
report and giving clarification about audit irregularities and It also refers to the action taken
on the basis of the instructions received from the Public Accounts Committee of the House of
Representatives." Financial Operations and Financial Accountability Act, 2076. It is too much
importance to time agreed time framework and according to financial accountability act, it
must be settle down with in the 35 days after receiving the audit report or auditor general
given timeframe. It is more important to eliminate the cause of the nonconformity so that it
does not recur.

(a) Audit Act, 2074: Implementation of Audit report and take action in case of default has
mention in Article 21 & 22.

(b) Financial Operations and Financial Accountability Act, 2076 : Chapter 6 and section
37 to 43 mention a provision of internal auditing and settlement of default, settlement
of issue raised in preliminary audit report and procedure to follow up of Auditor general
report as well as Discussion final report, Formation of irregular amounts settlement
committee and its function duties and power.

(¢) Financial Procedural Rules, 2064 (2007): Rule 98 to 101 mention the responsibility
of Accounts Responsible Officer to see whether the Office In-charge or the responsible
person to settle down unlawful & irregularity amount and formation of Irregularity
Settlement Evaluation and Monitoring Committee and its function.
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(d) Parathinidhi Sahava Niyamabali 2075 : Regulation 2075's rule (170) has provision
for public account committee with area of discussion in public account and Final Audit
Report of Auditor General. According to rule (175) committee has discussion and make
decision in report as well as committee has been inspected irregularities raised in Final
Audit Report of Auditor General and study the work of Auditor General and audit entity
work has done beyond law and justified manner or not.

(¢) Auditor General Guideline: Government Audit Operational guideline 2063 and
government Auditing slandered 1996 has been provision for Reviewing irregularities
raised in report. Reviewing of work Paper, evaluation of evidence and justification,
disposition of review notes has provision. General direction on government audit 2056
also direction for settle issues raise in Audit report. Irregularities settlement related
Directives 2075 makes provision about recording about irregularities and settle down
modality and authority to settlement official in office of the auditor general.

Audit Issues; follow up, Reviewing and settlement

Different Policy of settlement of audit issues or reviewing or follow up as well as institution.
Public Account committee, Office of the Auditor general, Irregularity Settlement Evaluation
and Monitoring Committee, irregular amounts settlement committee are there for follow
up however irregularities and issues are yearly continuation. Study of Auditor General
Audit report 2072, 2073, 2074, 2075, 2077 some issue e.g. technical assistance, foreign
aid consultancy cost, due audit, direct and miss procurement, extension time, contingency
expenses, recovery amount, year ended expenditure and payment, overpayment, less effective
contract management are continuous for first report and there is no reform.

Public account committee also inter in specific issue based but not order for reform and
permanent settlement of audit issues without repetition. e.g. direction by Public account
committee are complete audit due, financial activities are operation by minimizing the audit
irregularities, maintain record of those personnel who make a irregularities and consider in
promotion, transform and other fringe benefit, most priorities in eliminating irregularities
than settle down irregularities. There is no effective monitoring of its own direction. Lack of
legal provision for taking action against those who has not been follow up direction in term
to minimize to irregularities.

Other above committee also given target to settle down irregularities up to 60 percent.
Very few governmental official has meet the target and the some types of issue are coming/
repeating again in next year auditing. Direction to all secretary, department head and official
in sector of minimizing the audit irregularities but not effective. Studying those years report
audit irregularities are not well settle but increasing unexpectedly.
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Government entity's audit irregularities; (million)

Report 50t 51t 52t 53t 54t 55t 56 57t

Audit amount | 742594 | 804857 |853946 |1043238 | 12954492 | 17529238 |20088403 |17560400

Irregularities 27969 [28759 |37405 |48778 888559 948254 106334 710607

Percent of 3.7 3.5 43 4.6 6.7 5.4 53 4.05
irregularities

Auditor General Report has showed that there is less reviewing system comparatively
irregularities has been increased and just formalities to follow up or reviewing system. There
is no system change and control in irregularities trend and same types of issues raising yearly.
There is no institutional memory and record of a person who frequently make irregularities,
to whom given direction for not continuation in further time being. There is no effective
Punishment and reward activities for addressing irregularities. Legal provision for fine NRs.
50 to 500 and reward NRs 1500 which isn’t recorded so effectiveness has not been seen
in follow up of irregularities. These irregularities data show institutional as well as legal
provision and policy follow up are not efficient because of increasing irregularities & very
few settlement, not punishment as well as reward practice from first audit report to fifty seven-
audit report of Auditor General.

Status of irregularities (billion)
Auditor Audit and non-settlement Irregularities The
General irregularities current F/Y cumulative | Settle down Total remaining
Report | No. | Audit Irregularities| irregularities |irregularities |irregularities to| ~amount

year | Audit | Amount (a) (b) (o) follow up (d) | tosettle
Entity d=b-c+a proceeding
2072 | 4566 |251495 5665 13677 3050 16292 24612
2073 | 3944 | 129544 9743 20440 7983 22200 30618
2074 | 6616 | 468791 12091 22213 5251 29053 20955
2075 | 6644 | 517012 14105 28667 5024 37748 39625
2077 | 5619 | 517164 13299 37741 9208 41832 24611

Note: Data are abstracted from report of Auditor General and above data adding government
entity and public enterprise index 17 and 18

'Remaining amount to settle proceeding' are those amount which are Back log audit, Revenue
Arrears (bakeuda), Reimbursable amount (Loan, grant, interest etc.) of the Federal government
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office, local level, district coordinating office, other committee and intuition also are in huge
amount for settle. Yearly those type of amounts has increased and not recovered by auditee.

Above data we found that irregularities in overall financial aspect it 2.5 percent of irregularities
and action pending also more or less 2.5 percent. Year 2071 to 2077 it is 2.25, 7.52, 2.57,
2.72, 2.57 irregularities respectively. There is no changes in irregularities practices and same
type of irregularities are continuation. Parliament committee, Independent two committee,
Office of the Auditor general, account responsible person and responsible person and different
guideline, decision and direction policy for control and settle down irregularities, but there
is irregularities of report not settled effectively. Top bureaucrat as secretary and politician as
Minister has informed through system for settlement irregularities but they did not do their
job and they are not punishable policy and fine them.

All the procedure or policy of follow up has followed. Establish committee in chair of
Public account committee and General Secretary of Nepal, make various decision, and given
target for irregularities settle down. Discussion on various issues and irregularities in Public
account committee and irregularities settle down committee and have decision to settle down
irregularities but these all decision are issue based or one time decision have no significant
improvement in irregularities settle down. There is gaps between sprit of act to permanent
solving behavior where adhocism and issue based decision and not penalize to the guilty as
well as appreciated to good one.

Finally, Policy for settlement of irregularities has policy provision of legal, institutional,
organizational, procedural as well as professional sector. There is attentive reward and
punishment system in financial procedural act, service act and civil service act. Decision of
government & independent committee and Public account committee to tie up career, benefit,
promotion or personnel but it is not executed properly and follow up or reviewing is just
attentive manner and away from eliminating irregularities through follow up / reviewing.

Conclusion

Over the years, the audit report has raised the issue of financial irregularities in term of issue
base or in monitory value, these issue and irregularities are qualitatively same from first
report to last report. Settle down of irregularities year by year through follow up / reviewing,
even though it is nominal, however same types of irregularities continuation. Public account
committee and other irregularities settlement committee and account responsible personnel's
duty doing process is unsatisfactory in behalf of settle down irregularities because it is
increasing unexpectedly. Follow up policy is also reviewing through the new issue Financial
Operations and Financial Accountability Act, 2076 where it loose to addressing gaps in policy
for effective follow up because there is very nominal amount are follow up and which does
auditee again repeat. These mean that organizational, institutional, procedural and provision
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of audit follow up/ reviewing system are not contemporary challenge meet able and relevancy
to cope with problem so make it realistic and achievable for outcomes. Financial irregularities
are not for financial mistakes but it effects in economy policy by service delivery and
execution of governance where importance role of transparency, accountability, credibility
and prediction of state liabilities toward people. financial irregularities are made year over
year there is needed to assessment whether the audit issue is wrong or government personnel
violence of law without hesitating and system has some overlook the value of regularities.

Reviewing or follow up in audit is most important not only for settle down current raising issue
or irregularities temporarily but it has been overall improvement financial accountability and
soundness in financial activities which has been assured that next time these types of mistake
has not been continuing. All financial policy ultimately goes toward financial governance
and financial cleanest but there is most important role of political as well as bureaucratic
leadership. Follow up or reviewing policy for working is okay to correct shortcomings in the
work process, but to continue with them is not an effective policy. Audit follow up policy just
medium to achievement through decision , so Permanent solution to minimizing irregularities
and follow up or reviewing is tie up with career plan help to effective policy execution.
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International Taxation and Digital
Economy

Lekhnath Sharma, Pangeni*

Introduction:

Internationally, almost the business is going digitized. And the economy is globalized. Every
country’s land of law is going updated and reforming as required. Downsizing the offline
business, so increasing the online business in each sector. Visit and meeting are also virtually
or zooming. In this context, government should be powerful, and should be encourage the
businessman or investor or promote and provide easiness to the stakeholder. International
taxation is a major subject to facilitate business and to increase the revenue for the state.
Government need to widen the tax base and need to promote tax paying habit on their
business transaction. Representation of government is vital for implementation and regulation
of legislation.

The world is globalized. We have cross-border business, cross-border investment and cross-

border employment. The global economy is becoming a borderless. Everything is now
integrated and no need to physical movement and present. Digital economy is day by day
growing and furthering is easy situation. And every opportunity is created and available
globally, so investor and businessman want to tax certainty and clearness. They want, what
will be the impact on business company, impact on shareholder company. When any business
comprises the cross-border then the situation will be create the taxing right and duties and
then the subject of international taxation is important for both side- government and the
businesses. When two countries law involve the same business, the question will raise, who
have the taxing rights, what are the process, tax authorities does not have unlimited taxing
right, so, should be according the land of law and land of the law should base on rule of law.
And should avoid the double taxation situation.

International taxation: Meaning and definition:

International taxation deals with more than one country’s tax laws and institutions. It covers
cross-border trade and any transaction. It may also be dual-countries, multi-countries or
multilaterals. Now a day no one single country can stay alone, each and every cross- border
transaction is connected to the multi-country’s taxation laws. It is a study of two domestic

* Joint Secretary, Government of Nepal
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income tax Act which provide the treaties or other coverage subjects. Nowadays, digitalization
and globalization are two main forces affection the environment on tax matters. As such, they
are changing the market, changing the working way and the way of approaching taxes. The
digital transformation puts into question the existing taxation framework and the role of new
technologies as well as high skill jobs for value creation.

International taxation refers to the global tax rules that apply to transactions between two or
more countries (also called States) in the world. It encompasses all tax issues arising under a
country’s income tax laws that include some foreign element (source: Basics of International
Taxation-Roy Rohati, volume 1)

Definitions:
According to the Calbin Homm (author of Neazland) -

= “International Taxation is a best regarded as a body of legal provision of different
countries that covers tax aspect of cross-border transaction, it is connected with the
direct taxes and Indirect taxes”.

According to the WIKIPEDIA-

=  “International taxation is the study or determination to tax on a person or business
subject to the tax laws of different countries, or the international aspects of an individual
country’s tax laws as the case may be”.

According to the Thomson Reuters (Prof. The University of MELBOUNE)-
= “Itisthe laws that apply to the taxing of activity that takes place in two or more countries”.
The sources of international tax law:

= Multilateral international agreements, e.g. the Vienna Convention on the Law of Treaties,
secondary law of international communities of States, mutual agreement procedures for
equitable settlement of conflict of legal systems.

=  Comprehensive bilateral double tax treaties, e.g. treaties and protocols, exchange of
letters and notes, memoranda of understanding, and supplementary administrative
agreements.

=  Limited bilateral double tax treaties, e.g. reciprocal declarations, specific treaties on
shipping and airlines, death duties and taxes on gifts.

=  Customary international law and general principles of law, e.g. the principles of law
recognized by civilized nations in their national legal systems, statute law, customary
law and judicial decisions, and the practices of international organizations. (source-Roy
Rohati-Basic of Int’l Taxation)
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In short:

= There are no international separate tax laws

= [tis an inter-action of more than on country’s tax laws and rules

= Tax laws and rules of more than one country which are applied to a cross-border
transaction.

= Global business has no border but tax laws and rules will continue to have a clear border.

=  Risk (double taxation) and Opportunity (reduction of total tax liability).

Purpose of International Taxation:

=  Provide taxing right to the both contracting states.

=  Provide tax credit: while taxing on source countries then the Residence countries give
them the credit for control the tax avoidance aspect.

=  Need to avoidance tax conflicts.

= Need to have clear that taxpayer not to pay tax in both countries.

=  Economy achievement through investment.

=  Maximization of National wealth

What is Digital Economy?

The digital eco-system is expanding rapidly and has the potential to ease many of the
information constraints that affect government policies and operations, thereby allowing
significant improvements in fiscal-financial management, the design of tax and expenditure
policies, revenue administration and enforcement, and the delivery of public services. There
is no dictionary meaning of digital economy and also not available the natural and universal
accepted meaning. It is characterized by the adoption of new tax laws, or the re-interpretation
of existing domestics laws or treaty provisions to adopt to an increasingly digitalized and
globalized way of doing business.

Definition:

There is no agreed definition on the digital economy but according to the International
Monetary Fund (IMF),” Digital Economy” is sometimes defined narrowly as online
platforms, and activities that owe their existence to such platforms, yet, in a broad sense, all
activities that use digitized data are part of the digital economy.

Digitalization renders operations of companies more efficient and faster while permitting time
and cost savings for the product and service development processes. Artificial Intelligence
(AI), Virtual Intelligence (VI) and automation altered the division of labor in the economy,
labor shifting to more creative and strategic tasks while digital labor is increasingly used in
areas ‘susceptible(capable) to full automation’.
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So, in short-

Everything is digital

Internet has gone beyond emails

E-commerce

Films-reels to Discs to Streaming

Music-LP recordings to cassettes to CDs to downloads to live streaming
Google is like a money machine(said-DDTC-Indonesia)

Same business New solutions.

Everything is connected

Free access is the key

Advertising has become a science

Massive free data provided by the customers

Popular across all ages- Facebook, Twitter, Instagram, Linkedin.
One can work without actually going to work (WFH)

Digital twin- Anything that required a physical presence can now be done with a digital
presence

Everything will change:

Education and training- Traditional classrooms Vs online courses, exam halls vs online
exams, seminars vs virtual seminars or no more rain holidays.

Business and Profession- Manufacturing sector that requires physical presence will
move towards automation and robotics, accounting, audit, business support design
marketing support, back office function will more to WFH (work from home) - (source-
K.Vaitheeswaran, advocate and tax consultant, India , Youtube)

What is the Digital International Tax problem?

All international taxation is about sharing of income-tax revenue between or amongst
two or more countries.

Sharing of Income-tax revenue depends upon: Nexus - PE & Attribution of Profits.

Digital Tax Problem Nexus: - COS can tax a NR’s income only if the NR has a Nexus/PE
in COS (Country of Source).

Digital Economy has made geographical boundaries redundant. Hence one cannot
establish Nexus under existing rules
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Challenges Raised by Digitalization:

There are challenges in the digitalized economy, but also opportunities, including the chance
to carefully but critically address the modern relevance of rules, including treaty rules, and
also the opportunities to make tax administrations more efficient and effective. The lack of a
need for physical presence as well as the increased mobility of the digital market has a negative
impact on government revenues as compared with traditional ways of doing business. Most

of the challenges are:

Ro

The BEPS (G-20, OECD-Project on taxation) initiative does not fully address the impact
of profit shifting by multi-national enterprises (MNEs) on developing economies.
The BEPS, IF (Inclusive Framework) consultation document acknowledges that the
2015 BEPS package did not resolve all challenges to the legitimacy, inclusivity and
sustainability of the international tax system. Opportunities for aggressive tax planning
remain.

The virtual nature of digital businesses makes it even easier to locate activities in low-
tax jurisdictions. The provision of goods and services from abroad without a physical
presence in countries where consumers are located escapes the traditional corporate tax.

Tax administration capacity- International tax issues are among the most complex that tax
administration have to manage. Identifying and successfully investigating cross-border
tax issues generally require a good level of commercial understanding. Their skills are
in considerable demand and experienced staff are often difficult for tax administration to
retain.

Most international tax rules are within the scope of tax treaties, which means that the
results of an audit of an MNE may be subject to MAP (mutual administrative process).
Inexperienced tax administration often find it challenging to effectively negotiate with
an experienced and well- resourced treaty partner.

The tax authority has no access to comparable data required for the application of transfer
pricing rules.

The country has limited international information- exchange instruments.

The growth of intangible in global business and the digital delivery of services.
Understanding the business model.

Identify the gap between tax law and business characteristics (compliance)- and choose
the solution by administration, policy or both.

Countries are under pressure to engage in tax competition by lowering the burden of
corporate income tax to retain domestic and attract foreign investment (page-92 of WDR
2020).

IroTed [ Rajaswa



FDI- Foreign direct investment is a vital source of growth for developing economies. The
ability to secure certainty about tax incomes is often as important to foreign investors as
the nominal tax rate.

Access to data- Transfer pricing is based on a comparison between related party
transactions and comparable transactions between unrelated parties. In developed
economies, there is usually a well-established system of financial reporting which
enables the compilation of database of information about the profitability of business.
And it may easy to administered. While in developing economies the cost of access may
be an issue. Effective risk assessment of MNEs requires information about the global
operations of an MNEs. However, OECD-BEPS-CbC reports are only prepared by small
number of very large MNE and the conditions for accessing those reports represent a
barrier for many developing economy tax administrations.

The BEPS recommendations effective only if treaty partner agree to its adoption (IF-
inclusive framework) and domestic law definitions are updated.

Non-OECD countries lose out on approximately 1.3 percent of GDP as a result of profit
shifting (page-240, WDR-2020, chapter 10)

We need a dynamic law that can be changed with changing technologies & changing
business models.

COR-COS Conflict (country of residence and country of source):

Outdated definition of PE is another problem. The concept of PE depends upon Fixed
Base or the place in COS country where the assessed/seller performs.

Digital Economy makes Geographical boundaries irrelevant. We have to find new
principles Business Income.

No PE, all taxing right to COR. This is the main problem in Digital taxation.

When COS has a PE, profit attributable to PE can be fully taxed in COS.

However, this attribution is entirely based on seller (FAR-Fractions, Assets & Risks) and

not at all on Buyer. Supply side gets all the taxing rights. Demand side gets no taxing
rights.

Recommendation to the concerning agency:

The current PE definition requires certain structural changes, including a new framework
for PE threshold, in order to satisfactory address the new business models developed in
connection with the digital economy. The immediate goal of the new PE concept is not
to strengthen taxation at source, but rather to allow the state of source to preserve its
sovereignty on the taxation of business income derived in connection with activities
effectively linked to its territory and jurisdiction. New proposal for new PE model with
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the following wording may correct to addresses the problem:

“ If an enterprise resident in one contracting state provides access to an electronic
application, database, online market place or storage room or offers advertising servicer
on a website or in an electronic application used by more than (any no...) individual
users per month domiciled in the other contracting state, such enterprise shall be deemed
to have a permanent establishment in the other contracting state and if the total amount
of revenue(any amt..) of the enterprise due to the aforementioned services in the other
contacting state exceeds XXX(EUR,USD, GBP,---etc) per annum”. ( source- Hongler
Plstone-Blueprints for a new PE nexus page 2-3).

Digital Economy is constantly evolving at a fast rate. A definition within ITA (Income
Tax Act) would require constant changes in ITA & DTAA.

It is now admitted that —The existing System of- Sharing of Taxing Right is Defective.
It needs to be improved.

Concept of PE is outdated — for Digital Economy. SEP may be considered.

Should overhauling the taxation policy on national and internationally (said by President,
The WBG- Jim Yong Kim 2019).

World Tax Organization: There are fundamental obstacles to deep agreement on
international tax issues. That there is no "World Tax Organization” (though this has
had it advocate, Notably Tanzi, 1995) to reach an international agreement in the tax
area. And is the absence of principles for international taxation as powerful as case for
trade liberalization. If it may, coordination among the countries and helpful, particularly
aligning countries around good practices. (source -page 42 IMF, policy paper, march
2019)

Minimum Tax Schemes: it ensuring that profits are subject to some minimum level
of taxation and target primarily for profit shifting. These can apply to outbound and
inbound foreign direct investment (proposed by France and Germany, source-page 25
IMF p paper Corporate Taxation).

Withholding Taxes on Sources: Withholding taxes can be especially effective for the
taxation of non-resident with no physical presence in a country. Imposing this taxes
on payments for digital services to non-resident taxpayers would apply an established
collection model to a new category of payment (page 21 of p paper of IMF).

Should follow by the concerning authority, Unified Approach of OECD/BEPS on
taxation on digital economy. According this unified approaches, there is recommended
two Pillar:

Pillar one: the re-allocation of taxing rights with- addresses the questions of business
presence and activities without physical presence; will determine where tax should be
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paid and on what basis; will determine what portion of profits could or should be taxed
in the jurisdictions where customers and/or users are located.

=  Pillar two: global anti-base erosion mechanism- it will help to stop the shifting of profits
to low or no tax jurisdiction facilitated by new technology; it will ensure a minimum
level of tax is paid by MNEs.

Tax measures taken for digital Activities:

Many Developed countries (EU) already introduced direct tax measures targeting digital
activities: (just information)-

= [taly’s web tax- 3% tax on internet services

= Austria’s online advertisement tax

= Slovakia’s websites and platform tax

=  France’s YouTube and GAFA tax

=  Belgium’s fairness on PEs taxation

= Hungary’s Advertisement tax-turnover of advertisement

=  UK’S Diverted Profits Tax- DPT is new tax aimed at companies that enter into
arrangements that divert profits from UK.

= In June 2016, India introduce EL at 6% in services provided by a non-resident

What governments are doing on this crisis? Covid-19 context:
=  Extension of filing and tax payment deadline

= Suspense or cancel or reduce penalties and interest

=  Tax debt payment plans- access and duration

= Debt collection- put in hold

= Quicker tax refund
=  Providing tax certainty

=  Enhanced taxpayer services and communication

Nepal:

The government of Nepal announced massive incentives and tax rebates in the budget
announced for the fiscal year 2021 -22 beginning mid-July. The budget also provisioned to
provide tax waiver and subsidies on the industries and business impacted by the Covid-19.
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Conclusion:

The G-20/0ECD BEPS project,launched in 2013, aimed to close gaps in international tax rules
that allowed corporate tax bases to be eroded or artificially shifted to low/no tax jurisdictions. To
strengthen tax administration include widening the definition of a “permanent establishment”
to recognize that companies may conduct considerable business in a country without having
much of a physical presence; strengthening transfer pricing and anti—tax avoidance rules and
audit capacity by emerging economies; adopting some aspects of formulary apportionment;
and relying on targeted anti—tax avoidance measures such as stronger controlled foreign
corporation rules. Now OECD- G20 may finalize Digital Taxation rules under BEPS Action
One. We have to re-describe and have to modify the OECD and UN model or tax treaty
for PE context on digital economy. Global voices should be needed to established “World
Tax Organization” to help, address and coordinate the all types of domestic, regional and
international taxation issues (specially need for developing economies for fair taxing rights).
Traditional act, guidelines and directives should update and go accordingly the digital business
model, special for Nepal. Reform is a continue process.
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Competency-based Training Needs
Analysis (TNA)

Dr. Suman Kumar Regmi*

ABSTRACT

Trade and Export Promotion Centre (TEPC) in an attempt to become a trade promotion
organization (TPO) earlier, it has endeavored to upgrade its academic natured staff
competency by offering them training. Subjective suggestion, however, suggests that
TEPC has conducted a few training programs, by not doing systematic Training Needs
Analysis,(TNA). In this context, TNA must be conducted since it governs the potential
effectiveness of a training programme. TNA is also a mechanism that can be applied to
measure effectiveness. The better the TNA is, the easier it is to evaluated. This article
thus has introduced a practical systematic approach to identifying the training needs
of each academic natured and general natured staff based on performance-deficiency
needs. It has also discussed the findings at task level emanating from TNA.

One of the fundamental significances of this study is in the area of ensuing benefits to
TEPC in general and the trade promotion organization in particular. Thorough and
systematic training programmes should have been developed for academic natured and
general natured staff especially at the task level. Certain part of this article has also
been used to establish the career path of each academic natured. The methodology and
instruments used have served as a benchmark for other academic natured environment
in TEPC to follow. The concept of expertise is as having the skills and capabilities to
perform a task. These skills are consisted of suitable and essential information about
product and service offerings..

On the job training, off-the job training, training faculty, training objectives, and
training needs assessment have been affecting factors for the impact of training
and development on employee performance. Better training and development program
based on competency needs assessment leads to higher employee performance.

I.

Introduction

Needs Assessment is the process of evaluating the organization, individual employees,
and employees’ tasks to determine what kinds of training, if any, are necessary. The

* Ex- Director General
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concept ‘Needs Assessment’ can also be referred to as the process used to determine if
training is necessary.

As shown, it should have been the first phase of a training process. If it would poorly
conducted, despite the training method or learning environment, training would not be
achieved the outcomes or financial benefits expected by any organization. Usually known
as ‘Front-end Analysis’ or ‘Training Needs Analysis’ (TNA), it is therefore the building
block of a training program. The basis for who must be trained, what must be trained,
when training would occur and where the training would take place are accomplished in
this phase.

A TNA is conducted due to the following reasons

= To determine what training is relevant to your

= employees’ job,

=  To determine what training will improve performance,

= To determine if training will make a difference

= To distinguish training needs from organizational problems, and

= To link improved job performance with the organization goal and bottom line.

The assessment has been begun with a “need” which is not a want or desire, but is
generally described as a “gap” between what is existing in place and what is needed in
the future. Gaps can include discrepancies/differences between what the organization
expects to achieve and what is achieved on existing and desired job performance and
existing and desired competencies and skills.

In this context, therefore TNA is also known as ‘Gap-Analysis’. Brinkerhoff, (1986)
discusses some of these ways as follows:

(i) Performance or Potential deficiency - Gap between current and effective
performance

(ii)) Democratic - Employee preferences for training programs or topics

(iii) Diagnostic - Factors and conditions that create and ensure effective performance,
and

(iv) Analytic — New and better ways to perform task Needs addressed from an
analytic and diagnostic perspective is considered proactive as it focuses on
preventing problems and increasing performance and productivity. Nevertheless,
an organization can better be served if training efforts consider all the four types of
needs discussed earlier.

Needs assessment typically involves three levels, namely organizational, task and
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individual analyses. Organizational analysis looks at the organization as a whole and
its primary purpose is to determine in which parts of the organization training activities
should/could be conducted. The task analysis helps to identify job performance standards
and the competencies needed for employees to perform their task adequately. The
individual analysis answers the question: who needs training and what kind? (Stone,
2000).

Training and development leads to superior knowledge, skills, abilities, attitudes, and
behavior of employees that ultimately enhance excellent financial and nonfinancial
performance of the organizations. When recognition programs are in place, employees
feel valued. Therefore, they become more dedicated to help the organization meet its
goals. When employees feel recognized and involved , they are much less likely to worry
about money and security (Pratiksha, 2019).

In the context of Nepal, Adhikari (2010) stated that a firm’s competitiveness depends to
manage performance and improve the development of the skills and competencies by
creating a learning environment.

Designing the training program with clearly defined objectives is a vital step in the
entire scope of training activities. Unless the objectives are clearly defined and programs
are designed in such a way that it leads to the achievement of the objective, training will
be only a wasted effort (Singh, 2004).

Training is a type of activity which is planned, systematic and results in enhanced level
of skill, knowledge and competency that are necessary to perform work effectively
(Gordon,1992).

Some basic Needs Assessment techniques/methods include:

= direct observation.

= questionnaires.

= consultation with persons in key positions, and/or with specific knowledge.

= review of relevant literature.

" interviews.

= focus groups.

= assessments/surveys.

= records & report studies.

Generally, there are five methods that can be used to gather needs assessment information:
(a) Interviews are an integral part of the TN A process. It can provide focus and valuable

feedback on training needs when designed properly and conducted. Research has
shown that individual interviews (which involves direct questioning between HR
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analyst and the employees targeted for training) are the most effective means for
gathering feedback with robust data (Bloom, 1988);

(b) Surveys or questionnaires are also frequently used which includes developing a
list of competencies required to perform particular jobs effectively and requesting
employees to check those competencies in which they believe they need training.
Most organizations usually bring in an outside party or consultants to conduct and
analyze employee attitude surveys or customer surveys which can also be used to
reveal training needs;

(c) Observation for training needs requires individuals trained in observing employee
behavior and translating observed behavior into specific training needs. Those
trained in performing job analyses should be particularly expert at observing to
identify training needs of an organization.

(d) Focus groups usually comprises of employees from various departments and
various levels within the organizations. Focus groups session should be conducted
by specialists in human resource department or an outside expert and should address
issues such as competencies needed by employees to stay competitive in future or
the problems that can be solved through training. However, focus groups are rarely
used as standalone approaches but used in conjunction with other types of data
gathering methods such as questionnaires or individual interviews.

(¢) Document examination involves examining records on absenteeism, turnover,
accident rates or performance appraisal information to determine if problems exist
and how they can be solved by training (Byars and Rue, 2000 ; MeClelland, S.B.
(1994a, 1994b, 1994c).

Designing the training program with clearly defined objectives is a vital step in the entire
scope of training activities. Unless the objectives are clearly defined and programs are
designed in such a way that it leads to the achievement of the objectives, training will be
only a wasted effort (Singh, 2004).

Above all, regardless of the method, needs assessment should be taken up systematically
and accurately before the commencement of any training.

Methodological Aspects

Th study is based on the primary data and secondary data which were gathered from
the selected staff in the organization. The respondents' views were collected on training
needs assessment. Descriptive research design has been followed.

This study was undertaken to carry out a Training Needs Analysis (TNA) on all staff
in TEPC during the service period of this earlier TEPC’s Deputy Executive Director.
Questionnaires in oral form were told to 140 staff. Only 89 (66.9%) duly responded
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questionnaires were returned/answered for analyses. The findings of this study
discovered the existence of gaps in the above- mentioned competencies among various
research natured posts as well as identifying specific training needed by certain levels.
This article has attempted to discuss how a systematic TNA can be conducted within an
office environment for the purpose of enhancing employees’ skills, abilities and other
characteristics that will lead to high performance.

Competency planning is an effective methodology used to integrate the HR functions
with the key competencies of the organization. It is found to be a valuable resource to
incorporate the competencies throughout the various processes and to assess the training
needs of the organization. This article describes a research undertaken in Government
Export Marketing Agency (Trade and Export Promotion Centre) to identify the training
needs using the competency planning. The experiences of the study have been shown
and have been consolidated and presented as an effective training assessment.

Results and Discussion

This study was conducted at TEPC, Lalitpur in all the then 4 Divisions. All levels of
staff of the TEPC were involved. The core competencies focused on several aspects of
background excellence such as Teaching, Learning, Research, Consultation, Publication,
and Customer Services. Other competencies regarded significant were Languages, ICT
and General skills. Two methods were used namely focus groups and competency
based questionnaires. The focus groups comprised of staff of the Centre with various
disciplines from four Divisions under discussions. Based on various data sources
(such as Job Descriptions and Specifications, Strategic Planning’ blue prints, Literature
Review) and numerous meetings and workshops among focus groups and senior staff
in the TEPC, the competency charts were then developed as questionnaires. Employing
the ‘gap’ analysis concept, the following formulae were then constructed to assist in the\
analysis of the findings:

Expected competency (A)

Current competency (B)

Gap (C) = (A-B)

Importance = D

Priority=(E) = (Cx.D)

After further discussion, it was decided that all the core competencies identified were
equally important which resulted in the analysis to only consider the gap which is ‘C
instead of ‘E’. Questionnaires were pre-tested and several items in the questionnaires
were then modified and deleted. A five — point Likert Scale (where 1= no basic skill

and extremely needs training and 5 = have sufficient skills and no training required)
was provided for respondents to indicate their current competency in Section B of the

i
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questionnaire. The questionnaires were then distributed/asked to 133-40 academic
natured and administrative natured posts. Only 89(66.9%) duly said and completed
questionnaires were told and returned for analysis. Analyses were then conducted using
SPSS Window using mean. The scales were also divided as follows to assist in analyzing
the gap.

High priority — 4,5

Medium priority —3

Low/No priority — 1,2

Conclusion and Recommendation

Main intention throughout this article has been focused on the importance of TNA and
the extent in which it has contributed to competencies of those in academic natured and
administrative posts and profession. Following on the discussions above, to set training
objectives requires attention to two very basic questions:

First, who, if any, needs training and if training is required, what kind is needed? The
findings will also allow the investigation to prioritize training based on the urgency of the
need. For example, how many employees need to be trained and what are the resources
available. In order to accomplish training, a training plan would then be designed and
should consist of one or more training interventions to meet competency gaps among
various academicians. Furthermore, supplemental individual training interventions
should also be arranged to meet additional needs of each specific

This general article has thus shed light on how systematic TNA can be conducted
within an academic natured posts setting. The instruments can be modified to suit the
organizational objectives. However, a good understanding of the organization’s goal and
strategy will provide a starting point in developing an accurate competency sketch/chart.
In addition, this article recommends the employment of Delphi technique since the
approach could provide an effective method of obtaining widely acceptable opinions
from experts concerning core competencies and its importance. Above all, training,
although cannot make a fish to fly neither can training make a bird to swim. but training
can certainly make a fish to swim faster and a bird to fly higher.
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Impact of Life Insurance industry in
Economic Development of Nepal

Q Barsha Pudasaini*

Executive Summary

Human lives are full of uncertainty and risks. With maturity of human civilization, financial
obligation towards the family and close ones has increased. Among many unforeseen
financial burden management tools such as savings in bank, real estate investment, securities
investment, and insurance; insurance is the closest thing we have come, to indemnify for the
loss of bread-earner in the family. In Nepal, insurance is perceived as a social security scheme
by assured life rather than just a plain old life insurance. Despite having one of the lowest
insurance density in world, Nepal is stepping up in insurance demographics and Nepalese
economy is developing having huge middle class societal status and salaried person. To study
the impact of life insurance companies in this developing process of Nepal, this research
paper studies the impact of employment opportunities and net premium collected by insurers
on macroeconomic indicators such as GDP per capita, unemployment rate, HDI, and inflation
rate. Data which have been analyzed based on the reports published by UNDP, World Bank,
Nepal Rastra Bank and Beema Samiti show that there exists strong relationship between
GDP per capita and number of employees; this relationship is followed by bond between
unemployment rate with insurance density and number of employees. To figure out the
relationship, F-test, Correlation and Regression Analysis on the data been done.

Background

Life insurance is defined as a contract between a policy holder and insurer, where the insurer
promises to pay a pre-determined sum of money upon the death of insurer or the end of the
term of insurance policy to insured person or the person designated by the insured. Depending
on the contract, other events such partial or complete disability and or critical illness can also
trigger payment.

On the basis of data published in 2019 A.D., the status of life insurance business in Nepal
in terms of market penetration i.e. ratio of premium underwritten in a year to the GDP is 18
percent, which is significantly lower than the global average. The insurance inclusion i.e.

* Researcher
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total number of insured people by total population is also less than 10 percent. The growth
of insurance business depends on the efforts of the employee and insurance agents to large
extent. This study aims to finding out the contribution of life insurance companies in economic
development in terms of employment generation and contribution to GDP.

Nepal does not have a long history of insurance. Modern insurance company began from
1947 AD. with establishment of company named, “Mail Chalabi Ray Bema Company” which
was later renamed as “Nepal Insurance Company Ltd.” in 1959 AD. Only post financial
liberalization in 1992 AD, there were life insurance companies formed by private sector.
Post the liberalization, there has been fast growth in the number of insurance companies in
Nepal. As of today, there are 19 licensed life insurance companies. Only one from the lot
is government owned company and rest are operated by private sector. Those companies
under operation are concentrated in urban areas where there is surety of banking services,
availability of good income earning people, and educated people who are aware about the
importance of having a life insurance policy. Only those people are willing and able to invest
in insurance policies for their financial as well as social security.

Before 1947 A.D., branches of Indian insurance companies sold their policies in Nepal.
Former history of insurance began after the establishment of Nepal Life Insurance Company
in 1947 A.D. During 1947-1991 period, 2 companies (life and non-life) were established in
100 percent Indian investments, 1 company established as government owned and 1 company
established in joint venture. In 1992, after government implemented financial liberalization
resulted in additional 20 insurance companies. In 1992, Insurance Act 1992 enacted,
Insurance Board (Beema Samiti) was established and further 20 new insurance companies
were established. The preamble of the Insurance Act clearly states the purpose of act as, “To
establish an Insurance Board to systematize, regularize, develop and regulate the insurance
business.” Among 20 companies, 7 are domestic private sector and 3 are joint venture. The
credit of such rapid growth of size of insurance companies goes to government adopting
open market economy and liberalization policy and Insurance Board having been creating
conducive environment by issuing numbers of guidelines, policies and directives.

In this background, experts in the industry have given following opinions based on their
empirical evidence.

Thapa and Neupane (1999) argued that the insurance business started to flourish in Nepal
because many industries were established and the people became aware of the businesses.
As a result, many people were involved in it which ultimately contributed to the national
development. They found that there have been around nineteen insurance corporations
including both life and non-life sectors working in Nepal.
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Tong (2008) studied market in United States, Sweden, Germany and South Korea and author
concluded that non-life insurance has a significant and positive impact on economic growth
for all countries while life insurance has a positive and significant effect on the economic
growth of the United States and South Korea while it is negative for Germany and Sweden.

Din, Abu-Bakar, and Regupathi (2017) on their study whether insurance promoted economic
growth or not, carried across the spectrum of developed, emerging and developing economies
concluded series of relationship. They found out that there exists significant relationship
between life and non-life insurance industry and economic growth of countries with varied
range of impact depending on the development status of the countries.

Findings on nine Organisation for Economic Co-operation and Development Countries
concluded that the impact of insurance varies on economic growth based on different economic
levels (Ward & Zurbrugg, 2000).

Authors (Kugler & Ofoghi 2005) found out that insurance industry plays significant positive
role in promoting economic growth and there exists bilateral relationship between economic
growth and insurance.

Arena (2008) found out both life and non-life insurance significantly affect economic growth
after studying 55 countries. However, it was also found out that life insurance affects economic
growth in high-income countries while non-life insurance affects economic growth in both
countries alike.

Situation Analysis of Life Insurance Industry

Based on the background that has been developed so far, the impact of life insurance industry
can be assessed from two perspectives. First, the statistical analysis is carried out to find out
the impact of life insurance industry in the economic development of Nepal. Also, scenario
analysis of the industry has been conducted to assess the situation.

Statistical Analysis

There are two aspects of the secondary data in this study; the first one is the macroeconomic
indicators and the other one is dependent variables defining the life insurance industry. For
macroeconomic indicators, the data has been collected from annual published reports from
regulatory institutions inside and outside the country such as, World Bank, United Nations
Development Program (UNDP), Nepal Rastra Bank. And for the indicators of the Nepalese
life insurance market, Annual Reports published by Insurance Board (IB) has been used from
the time period 2010 A.D. till 2019 A.D. It is presented in the table as follows:
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Table 1.1 Summary of Macroeconomic Indicators

Year GDP per capita (USD) | Unemployment rate (%) HDI | Inflation Rate (%)
2010 496.523 1.522 0.527 9.57
2011 609.535 1.523 0.534 9.57
2012 713.904 1.582 0.548 8.31
2013 702.045 1.550 0.555 9.87
2014 708.083 1.458 0.562 9.04
2015 725.216 1.429 0.568 7.21
2016 765.914 1.426 0.572 9.93
2017 747.792 1.253 0.574 4.45
2018 876.925 1.264 0.579 4.15
2019 1002.459 1.247 0.579 4.64

Correlation between dependent and independent variables

Source: World Bank, UNDP, Nepal Rastra Bank

To find out the correlation between the dependent and independent variable, we analyze the

correlation between these variables.

Table 1.2 Correlation between dependent and independent variables

Correlations
Human
GDP per | Unemployment | Development
capita Rate Index Inflation Rate

Insurance Pearson Correlation .563 -.783™ 811 -.687°
Density Sig. (2-tailed) .090 .007 .004 028

N 10 10 10 10
Number of Pearson Correlation .889™ -.822" 685" 782"
employees Sig. (2-tailed) .001 .004 .029 .008

N 10 10 10 10

*. Correlation is significant at the 0.05 level (2-tailed).
**, Correlation is significant at the 0.01 level (2-tailed).

We can infer various relationships between dependent and independent variable summarized in

Table 1.2. Out of all correlations we will be looking deep into the most significant correlations
under 0.05 and 0.01 significance levels. Starting off with our first independent variable,

insurance density, it seems to have most significant relation with Human Development Index
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corresponding to p-value 0.004, Human Development Index itself is a representation of three
aspects of human life: life expectancy, education and GNI PPP. We can draw the relationship
of between increasing insurance premium and the GNI PPP. Higher the disposable income
one can spend on buying insurance policy, higher will be the insurance density which is
directly reflected on the numerator of the ratio. On the other hand, second in the rank comes
the unemployment rate which also has significant relationship corresponding p-value 0.004.
With rapid increase in the number of insurers, number of people getting job in the field, which
ranges from CEO to Insurance Agent at a sub-branch in remotest of the Nepalese hills also
rises. However, the impact of rise in insurance density does not look promising on GDP per
capita and inflation rate. Despite the sharp rise in insurance density in the latter half of the
decade, the impact was not as significant as expected in GDP per capita and as well as on
inflation rate.

Looking at the impact of our second independent variable, number of employees, we can also
see mixed results; though the result is slightly more significant in this case. The strongest
relationship seems to be between GDP per capita and number of employees followed by
unemployment rate which seems to be obvious given the established macroeconomic
relationship between these variables which also shows the significant relationship between
tow variables corresponding to p-value 0.001. There is strong positive correlation value of
0.889 which is closer to 0.90 between number of employees and GDP per capita indicating the
dependent variable is strongly dictated by the changes in independent variable with significant
relationship between two variables suggested by corresponding p-value 0.001. Higher the
number of labor force involved in the market, higher will be the GDP per capita. And in case
of unemployment rate, huge number of people being involved in labor market also has an
inverse impact on the number of unemployed manpower. Looking at the Human Development
Index, the relationship seems to be medially correlated despite the fact that rise in number
of employees has relationship on GNI PPP. Looking at the inflation rate, the correlation also
tends to be on the higher side which is closer to 0.80. The spike in the purchasing power after
being employed increases when one is employed helping in curtailing the inflation rate in an
economy.

Scenario Analysis

Since the beginning of the financial liberalization of Nepal, the life insurance industry has
not gained any kind of momentum. Till today, we still have critiques from the experts in the
field that there are issues related to market regulation policies which hinder the growth of the
business. The rigidity in the Investment Guideline for insurance companies can be taken as
an aspect in this regards. In addition, the existing insurance law is not in capacity to address
the changes and problems. The insurance act was brought in practice when Nepalese market
was in nascent stage and the industry has grown so much that the it cannot accommodate
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the structural changes, market expansion along with challenges faced by the market and it is
not as per international practices. Also, there seems to be lack of clause which mention the
courses of action to be taken in case of misinterpretation of the insurance contract.

The regulatory body for insurance market in Nepal, Beema Samiti in itself, lacks overall
governing capability. Being as an apex body of the insurance market, it should play the role
of an advisor, whistle-blower and market checker in case of need. Also, it should play major
role in promoting the sector and enhance the charm of the industry to the general public.
It should also play vital role in generating competent manpower with open competition
principle. However, to add to the already lagging manpower in the industry, operating 10 new
companies amidst the manpower crisis without doing any kind of background preparation
and prerequisite management, only seems precarious. This seems to escalate the manpower
scarcity to whole new level. There is also plenty of room to endorse and draft new policies
and guideline for branding promotion to newly established market where words of suggestion
and expert’s opinion could be critically discussed upon.

The other major but often under-looked problem in doing life insurance business is the problem
of violating the business principles and majorly Underwriting principles. The national as
well as international Underwriting principles dictate against moral hazard and anti-selection
principles and yet, these principles are always violated in course of doing business; however,
this does not mean that all insurance contract are faulty in Nepalese Insurance industry, but
the practice is rampant. To tackle this problem, highly professionals need to be involved in the
marketing and sales and Underwriting aspects of a life insurance proposals. The employees
and parties responsible for sales of insurance contract must understand that violating such
underwriting principles might be beneficial in the short run, however, following right rules
and guidelines goes a long way in sustaining the business flow in a company and industry
which will be ultimately beneficial in national level.

The violation of Underwriting Principles is a double-edged sword. This gives rise to another
grave problem i.e. maturity claim and death claim. Due to the violation of the insurance
clauses mentioned in the insurance policy, the life insurance company is not legally required
to give any kind of claim, but due to the consumer protection policy enforced in national level
policy, the life insurance company is bound to give the death and non-death claim even if the
contract conditions have been violated. This, however, is not an evil on its own. The lack of
literacy of the insured and beneficiary and lack of information transparency between the life
insurance agent and insured is the main reason these problems are arising.

Adding to the woes of the already struggling industry is the lack of skilled manpower. Till
date, there isn’t a single Actuarial Agency registered in Nepal and all of the professional
services cannot be procured within Nepal. It seems eminent now that the industry will face
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acute shortages of qualified market makers and employees since the market has not always
been a first choice of graduates to kick-start their career and 10 new companies have entered
the market. Lack of skilled manpower is such a problem that it could attract all kind of labor
force which does not have any kind of knowledge in the field and the chances of malpractices
sky rockets. This will only give rise to additional labor union problems. Besides, retention
of genuinely interested and potential employees will be a huge challenge. Also, management
team of life insurance companies are facing internal and external environmental challenges.

Suggestions

Major reasons why life insurance industry is facing numerous problems and challenges is not
only because of financial illiteracy but also because of lack of financial inclusion and financial
access to market. The general population is not aware of the benefits of doing a life insurance;
which makes it hard for companies to persuade public to have a life insurance policy. The
fierce competition in limited market bound within city walls, encourages malpractices to
increase profitability of companies. Hence, financial literacy program should be focus of
governmental authorities.

The tributary of the problem related to financial inclusion arises from the fact that general
public lack the financial capability and knowledge to be included in the insurance pool.

In order to increase the capability of the general public, we will have to work on the capacity
development of insurer itself. So as to increase the profitability in an exponential rate,
awareness about core values of insurance is ignored and life insurance policy is marketed as a
money making tool. The essence of insurance culture in the country has to change. Awareness
activities targeting this problem can be carried in joint collaboration between insurers and
regulatory bodies.

Insurance companies are often the means and victims of numerous insurance frauds that goes
on in the industry. The fundamental problem lies in the internal governance mechanism. Lack
of skilled manpower hits hard whenever there is governance problem and capacity building
of the insurer is a must to overcome this structural problem.

The policies and regulations that guide the insurance market should be updated as per
international practice by adjusting the market situation of Nepal and policies should be
formulated in such a way that it provides companies the ease of doing business.

The regulatory body should be kept away from the political influence and autonomy should
be given so that it can work independently towards the development of the sector and focus
on the reforms that is required to make the industry an attractive place to work and invest. The
body should be led by insurance professionals and it should not be operated based on political
Interests.

3%z IroTed [ Rajaswa



The structural lack of manpower can be tackled by developing various kind of retention plans
and policies for the employees and looking after the overall well-being of the employees so
that companies do not lose from high turnover rates of the employees.

Claim management is often controversial topic in case of major death claim in Nepalese
market. It is lengthy and hassle process because number of underwriting principles have been
compromised in the process of insuring a life. This makes it fundamentally difficult to process
for claims because of misrepresentation of information. However, insurers themselves have
been brought under scrutiny time and again in case of genuine claim refusal. The recent case
was that of Covid-19 where life insurance companies refused to pay around 70% of the 1.3
million life insured against Covid-19. The companies initially advertised that they would be
able to claim NPR 100,000 against minimum payment of NPR 600. However, after rapid
spike in number of cases in Kathmandu valley, life insurance companies were known to give
only 30% of the assured amount. Instances like this hampers the public image and faith in the
companies.

The market players and life insurance agents should shift their focus on the long-term benefits
to them as well as the life-insured rather than following malpractices to reap benefit in the
short-term jeopardizing the future, not only of the individual but that of the entire industry and
its trust from the general public.

Summary and Conclusion

Based on the data analyzed to study the impact of life insurance industry in Nepal, it can be
concluded that there is a positive relationship between the industry and economic development
of Nepal. However, the full potential of the market is not realized yet. There are few aspects of
economic development which was heavily relied upon the performance of the life insurance
industry while some seem to be non-existent despite being seemingly associated. The most
important relationship seems to be between GDP per capita and number of employees
followed by relationship of unemployment rate with number of employees and insurance
density. There are number of reasons why the industry, despite being old does not have impact
at an expected level. There are fundamental problems in the market mechanism, regulatory
bodies and market players. With an industry which yields poorly, lack of financial inclusion
and access adds to the long list of problems. The problems faced by industry, however, can
be solved by adopting open approach in making financial reforms and structural changes in
the involved institution and market mechanism. In conclusion, life insurance industry does
have an impact on economic development of Nepal but there are following steps that can be
taken to make maximum impact in the economic development of Nepal viz. access to financial
inclusion, capacity increment of assured life, insurance company’s internal management
reforms, reforms in regulatory bodies and government policies. Given the fact that these steps
are taken, the future for life insurance industry seems bright.
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