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Abstract 

This paper examines decentralization as a socio-political experiment in state 

restructuring and grassroots governance during Nepal’s post-1990 democratic transition. It 

focuses on the implementation of decentralization, particularly through the Local Self-

Governance Act 1999, and analyzes how it reshaped local power relations and promoted 

democratic participation. The study adopts an interpretivist research paradigm and a qualitative 

methodology to explore how power was socially constructed, negotiated, and contested within 

institutional and community settings. The findings reveal that decentralization largely failed to 

achieve meaningful devolution because centralized authority and bureaucratic control remained 

dominant. Rather than transferring real decision-making power, decentralization often 

functioned as administrative deconcentration. Local institutions were increasingly dominated by 

traditional and emerging neo-elites, resulting in the marginalization of Dalits, Janajatis, women, 

and other disadvantaged groups despite the policy’s inclusive objectives. The Maoist insurgency 

further disrupted local governance, weakened democratic institutions, and reinforced central 

control, creating a prolonged democratic vacuum. The study concludes that although 

decentralization produced limited structural transformation, it strengthened grassroots demands 

for self-governance and contributed to Nepal’s transition toward federalism. It argues that 

decentralization in Nepal is not merely a policy outcome but a socially constructed process 

shaped by power relations, political conflict, and community agency. The paper provides 

qualitative insights into the local power dynamics that influenced Nepal’s democratic 

transformation. 
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Introduction 

The discussion on decentralization has gone beyond its roots as an administrative tactic 

of efficiency, developed into an essential pursuit of democratic identity and grassroots agency. 

The world is becoming a multi-actor process where the top does not simply delegate power, but 

power is actively negotiated at the periphery (Pham & Thomson, 2024). Interpretivist view of 

decentralization is social construction, a process in which the meaning of power is defined by the 

experience, culture, and historical struggles of local communities. The late 20th century saw the 

world experience the third wave of democratization, which gave the countries to break up 

centralized forms of governance (Rondinelli, 1981). It states that governance is most real. In the 

particular case of Nepal, 1990 marked a historic shift of a centralized monarchy to multiparty 

democracy which sparked off the hopes of a state. This is a vital laboratory period (1990-2006) 

in the context of learning the tension involved in legislative intent and established power 

structures. According to Gautam (2023), Local Self-governance act was perceived as a major 

means of providing the sovereign people with the highest level of participation. The politics of 

the time were also made difficult by what scholars call a governance paradox. Chaudhary (2019), 

this contributed to a long-term patron-client relationship, in which the local elites tended to turn 

the decentralized institutions against them to further consolidate their position. This weakness 

was stretched to the edge with the intensification of the Maoist insurgency after 1996. The war 

made the local governance a battlefield. In this period, the local balance was redefined by the 

state appointed authorities, the traditional power brokers, as Dahal (2001) puts it, at the cost of 

participatory inclusion.  

This research is a study of the process of decentralization in Nepal in the period of 1990-

2006 that explores how a country manages the gap between policy and practice. Through the 

critical analysis of these sixteen years, we get to discover the origins of modern federalism and 

the structural barriers that keep stumping the empowerment of marginalized groups. According 

to Khanal (2016), the psychological obstacle of the mindset of the central state is still one of the 

most important in the way of true local autonomy. It is an attempt to pay tribute to the realities of 

this period. The theoretical debate on the topic of decentralization and local governance in Nepal 

can be taken as the complex interaction of the state-driven restructuring. The original 

foundational literature, including that of Bienen et al. (1990) states that even the first instances of 
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decentralization were introduced into a highly centralized and resistant political ecosystem. This 

school of thought argues that reforms at the early stages were usually motivated by the elite 

interests to preserve their power through deconcentration instead of a real devolution. 

Rohdewohld (2022), notes that despite the local elections of 1992 and 1998 being initially 

stimulant to the local institutions, the growth of the Maoist insurgency (1996-2006) steadily 

destroyed the democratic achievements. The studies on the subject of resource governance and 

participatory planning reveal a long-standing trend of a so-called elite capture. According to 

Dungel et.al.(2011), the central authorities have long been historically hesitant to fully devolve 

power, which leads to a situation of stagnant independence of local body. This also finds its 

reflection in the studies of fiscal decentralization; according to Khanal (2016), revenue autonomy 

may trigger the performance of municipalities, but overreliance on the fiscal transfers of central 

authorities. In this way, Ghimire (2023) describes the experience of decentralization of 1990-

2006. However, generally, the literature indicates that the 1990-2006 was a transition period, 

with high intent but low institutional practice of policy. Although the legal regimes were 

complex, their results were limited by the two forces of political instability and established social 

stratifications. From, Acharya (2018), weak capacity and bureaucratic dominance remain as the 

challenges.  

The current literature has comprehensive positivist examinations of policy, fiscal transfer, 

and institutional performance. The absence of in-depth qualitative research into the ways in 

which local actors negotiated and created power in the 2002 to 2006 vacuities exists. This paper 

aims to give a qualitative lead into the local power game that influenced the democratic process 

in Nepal. 

Method and Methodology 

This paper has assumed a qualitative research design that is based on the philosophy of 

interpretivism. Interpretivism enables one to explore social or political processes in depth 

through meanings, perceptions, and experiences. This method is suitable to the study of the 

issues of governance practices in Nepal because the nature of decentralization is a context-

dependent phenomenon. The study relies on descriptive and analytical way with the secondary 

data sources including the government reports, policy documents, academic literature, and the 

reports of international organizations. The analysis of documents was used to consider the 

contents of decentralization policies and implementation. Through this approach, patterns, 
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contradictions and gaps between policy and practice can be identified. The theoretically informed 

perspectives used in the study include the decentralization theory and the political economy 

perspectives. The theory of decentralization can explain the process of authority transfer, 

whereas the political economy analysis can be used to describe how the relations of power, 

institutional organization, and socio-political variables impact the results. These methods 

combined can be used to make a holistic study of the practice of decentralization in Nepal. 

Finding and Discussion 

The decentralization in Nepal during the period of 1990-2006 demonstrates that the 

formal institutional reform process was not successfully attaining the real devolution, and the 

informal community practices were preserving the nature of the local government. The findings 

are supported by collected evidences. The finding and discussion explains the results and their 

relevance to the study.  

Illusion of Devolution: Central Control within Decentralized Structures  

Pareto of Deception: Centralization in Decentralized Organization. The gap between the 

normative design of the decentralization process and the observed version of it in Nepal (1990 to 

2006) demonstrates a deep structural contradiction of the democratic transition in the country. 

Although the local self government act of 1999 created an advanced legal and institutional 

framework that was meant to devolve power to local governments and promote participatory 

governance, the indicators are that these arrangements did not help in substantive 

decentralization of power. As a matter of fact, decentralization served as a tactical centralized 

deconcentration, where the core decision-making authority would be deeply rooted in central 

ministries. The systematic review of fiscal reports and administrative directives demonstrates 

that the central bureaucracy had a chokehold over local entities by the selective application of 

conditional grants and planning templates. These tools were control tools, not empowerment 

tools, crippling the financial independence of local governments, and worsening their ability to 

meet local priorities (Dhungel et.al., 2011; Khanal, 2016). Such a deep gap between policy 

discourse and institutional reality is the delivery of what Pyakurel (2007) refers to as the 

governance paradox in Nepal. Though the Village Development Committees (VDCs) and 

municipalities were formally independent units, they operated informally as administrative 

extensions of the Kathmandu center. In interpretivist approach, this implies that decentralization 
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was not simply the technical failure of capacity but rather a politically constructed process that 

was aimed at ensuring the stability of the system and central hegemony. The state promoted an 

idea of incomplete devolution whereby the bureaucratic control was favored over the grassroots 

agency. According to Adhikari (2010), the local self governance act was still a visionary 

document that lacked a motor, i.e., a piece of legislation that lacked the fiscal and political gas to 

make a real change. Thus, restricted financial independence was not only undermining 

performance, but was also clearly undermining accountability mechanisms, which are the 

cornerstone of democratic local governance.  

Thus, the process of decentralization in this sixteen-year laboratory was mostly a facade, 

with only a surface reorganization of the system but without any change in the power balance. 

The continued preeminence of central control was in itself an obstacle, not only to the effective 

performance of local governance, but to the slower pace of democratic deepening in Nepal. This 

brings about another important lesson of modern federalism the existence of progressive legal 

structures is not enough when the power relations and institutional orientations (Gautam, 2023) 

are still bound to a centralized tradition. Thus, to think about the direction of the Nepal 

democratic process, one has to consider not only the text of the law but the sub-texts of the 

political process, the way power is actually distributed, shared, and contested at the periphery. 

Participation to Control: Eliot Capture in Decentralized Institutions 

The growth of democratic space after the transition of the 1990 did not result in an 

implicitly inclusive model of local governance. Rather, the process of decentralization gave rise 

to and consolidated a new elite group at the periphery, the so-called neo-elite. Study of the period 

reveals that the relationship of power in local institutions was significantly transformed as the 

political party cadres, who had a strategic alliance with the traditional landowning groups, 

systematically took over local process of decision making. These actors used the new 

decentralized structures to arbitrate the distribution of resources and opportunities, which was 

often allocated based on partisan and personal networks instead of being distributed based on fair 

and need-focused principles. As a result, the normative objective of the participatory governance 

was overwhelmed by the practices that strengthened administrative authority and social 

exclusion in the institutions that were intended to empower. 
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This empirical trend fits into the sociological viewpoint that de-centralizing power in a 

highly stratified society frequently leads to the reproduction, but not the transformation of the 

status quo. Research in the Nepali context has shown that the local elites are effectively placed in 

a privileged position to access institutional information and dominate the forums of participation, 

effectively crowding out the voice of the marginalized (Adhikari, 2010). Instead of 

operationalizing the principle of subsidiarity, in which an assumption of localized decision 

making would inherently empower the grassroots, decentralization offered a contemporary 

platform on which patron-client relations were perfected. Under an interpretivist perspective, 

local level power was a socially created phenomenon in a compounded engagement between 

traditional status hierarchies and new political affiliations. Consequently, historically 

marginalized groups, such as the Dalits, Janajatis and women, were mostly pushed to the 

periphery of meaningful engagement, even though the policy rhetoric about the utmost 

participation of the sovereign people was widespread (Dhungel et al., 2011). In short, 

decentralization as a technical or structural change is not enough to guarantee inclusive 

governance. Without robust mechanisms against elite capture and specific attempts to address 

systemic inequity, decentralized institutions may be used as patronage vehicles. The continuation 

of such practices in 1990-2006 underscores the manner in which local governance institutions 

may be transformed to accommodate the interests of the dominant members and thus nullify the 

transformational nature of decentralization. That highlights a very important truth perspective of 

the present federal age: the simple decentralization of the location of governance to the local 

level fails to modify the very logic of power, which is still bound to the exclusionary social and 

political legacies. 

Conflict-Generated Institutional Gaps and Administrative Reassertion 

The 2002-2006 phases of expired mandate of the local elected bodies and violent 

escalation of the Maoist insurgency generated a radical break in the Nepalese decentralization 

process. What was once being perceived as a gradually developing system of democratic local 

government was literally torn apart and a big vacuum in terms of institutions was left on the 

ground. When the government decided against local elections in 2002 as a result of the security 

situation, the state immediately acted to replace this gap with a strategic re-centralization of 

power. The state suspended the participatory spirit of the Local Self-Government Act of 1999 by 
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putting so much emphasis on centrally appointed bureaucrats and security-oriented local 

committees.  

This change highlights the internal weakness of the local democratic institutions in Nepal 

in the face of structural conflict. The insurgency, as Shrestha (2019) perceptively describes, 

transformed local governance into a highly charged and contentious landscape where authority, 

legitimacy and representation were constantly negotiated and in many cases violently 

interrupted. In these circumstances of existential pressure, the state withdrew the previous 

commitments of devolution and instead concentrated power by a kind of bureaucratic hegemony. 

These provisional institutions were in essence means of state repression and control as opposed 

to being used to promote development which was an indication of the high valuation of systemic 

stability over democratic continuity.  

The revival of administrative authority in these years shows a fatal structural flaw in the 

decentralization model of the 1990s, in that the lack of constitutional guarantees of autonomy 

leaves local autonomy completely at the mercy of executive revocation. Without elected 

officials, the social construction of local power turned into bottom-up democratic process to a 

top-down hierarchical dictate. According to Pyakurel (2007), this was the time of the weakening 

of local accountability systems because local officials who were appointed by the state were 

responsible to their respective central ministries in Kathmandu and not to the local citizens. This 

transferred the administrative responsibilities to a remote bureaucracy that could not effectively 

address local complaints so as to have social legitimacy.  

More so, the lack of grassroots involvement in this vacuum created a high level of 

representation gap that was frequently occupied by non-state actors or informal communities. 

The use of top-down command systems by the state further estranged the rural population, which 

unintentionally contributed to the discourse of the exclusionary center that the insurgency was 

trying to capitalize on. Dhungel et.al. (2011) insinuate that the failure of the formal local bodies 

in this time was more than just a logistical failure but a political decision by the central 

authorities who believed that local agency of democracy was a possible challenge to state 

sovereignty and territorial integrity at the peak of the civil war.  

To sum up, this era demonstrates how easily democratic achievements at the local level 

can be negated in cases when the central authorities feel the existential threat. The process of 
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decentralization in a unitary state is volatile as the democratic spring of 1990s turns into the 

bureaucratic winter of 2002-2006. The state would effectively halt the process of democratic 

deepening by focusing on the administrative control, rather than the political participation. This 

historical lesson is still essential to modern day federalism as it is an important lesson that local 

governance cannot simply be limited to legislative acts; it must be supported by a very strong 

institutional system that can absorb the stresses of national political disruption and discord. 

Informal Resilience as Blueprint Federalism 

The failure of formal state structures since 2002 revealed weaknesses of the local 

governance system in Nepal. Informal, community-based organizations played leading roles in 

this regard, where Village Development Committees (VDCs) were paralyzed. The adaptive 

capacity of the grassroots networks was evident in the way Forest User Groups, Water 

Management Committees, and Mothers Groups were able to sustain the much needed services 

and resource management. Their long-term functionality points to a high level of local self-

organization and this implies that the process of power construction at the grassroots was not 

necessarily based only on the formal legislative measures, including the local self governance act 

but rather embedded within community networks, shared norms, and practices.  

In the interpretivist perspective, this observation is vital in the interpretation of how 

decentralization in Nepal was socially constructed. It emphasizes a clear contrast between a 

state-managed model of decentralization that failed to withstand the pressures of conflict and a 

more sustainable, community-based model based on the collective agency and a sense of place. 

As Erikson et.al. (2022) notes, such informal systems of governance were quite instrumental in 

facilitating the 2006 peace process and preconditioning the transition of Nepal into federalism. 

The community actors all showed that good governance can be realized beyond the influence of 

central bureaucracies by maintaining social unity and fair distribution of resources in times of 

prolonged instability.  

Their persistence in the 1990 to 2006 phase served as experimental laboratory to develop 

larger political understandings of the constriction of the unitary state. Although it embraced the 

rhetoric of decentralization, the centralized form of structure was not able to meet the various 

needs of the multi-ethnic society in Nepal. The failures of formal decentralization revealed the 

weaknesses of administrative deconcentration and added to mounting pressures to structural 
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change. According to Pyakurel (2007), the sustainability of community-based governance 

created a transition in the political awareness of the rural people and this transition was to move 

out of passive participation to active demands to have their own self-rule.  

Ultimately, the informal governance practices that came into existence during this time 

gave a critical basis to the transition of Nepal to federalism. The transition to a federal republic is 

not to be regarded as a political cleavage, but it can be perceived as an evolutionary process 

influenced by the experience of local self-government. Such results imply that the best forms of 

decentralization were the ones that were inherent and maintained by local communities 

themselves. In this regard, the truth view of this period suggests that meaningful success of 

decentralization could only be attained when it was socially based, providing a valuable lesson to 

modern governance reform of focusing on community agency in addition to institutional 

restructuring. 

Conclusion 

The experience of decentralization in Nepal during the period of 1990-2006 demonstrates that the 

formal institutional reform process was not successfully attaining the real devolution, and the informal 

community practices were preserving the nature of the local government. Although the vision of the Local 

Self-Government Act (1999) was progressive, decentralization in action was largely administrative 

deconcentration, constrained by central domination, elite capture, and the long-standing reluctance of the 

state to truly devolve power, in reality, even in the presence of this vision of decentralization... The Maoist 

insurgency also demonstrated how weak these institutions were with the local bodies elected after 2002 

collapsing and bureaucratic dominance being reasserted and the loss of democratic accountability. 

Nonetheless, this institutional vacuum also shed light on the stability of the grassroots organizations, 

which preserved the social order and management of resources in a vacuum created by state institutions. 

These dynamics prove that the process of decentralization in Nepal is not just a policy outcome but a 

socially constructed phenomenon that was determined by power relations, conflict, and community 

agency. Finally, what was learned during this time is that significant decentralization is not just a matter 

of law, but fundamentally a matter of changing established power structures and appreciating the potential 

of the local community to be an actor of governance, which was the foundational basis of the 

transformation of the Nepal state into a federal system.
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