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NEPAL FACTSHEET

GDP

Rank

USD 19.6 billion

109

GNI (Atlas)

Rank

USD 730

192

GNI (PPP)

Rank

USD 2,420

184

GDP growth (annual %) 5%

HDI

Rank

0.540

145

Gross Capital Formation
(%of GDP)

37%

Inflation, GDP Deflator 
(annual %)

8%

Agriculture, Value Added  
(% of GDP)

34%

Import of Goods and 
Services (% of GDP)

40%

Exports of Goods and 
Services (% of GDP)

    12%

              All figures for 2014. Source: The World Bank Update July 1, 2015

KEY WORLD DEVELOPMENT INDICATORS



Nepal has gone through a turbulent year. Following the earthquakes that struck 
the nation claiming 9,000 lives and injuring thousands, political parties largely 
seen as ineffective during this critical time were forced to save face by coming 
together to draft the pending constitution. Subsequently, the constitution was 
promulgated on September 20, 2015, amidst stiff opposition. Inability to address 
the issues raised has subsequently led to blockade of border points by protesting 
groups for over two months, plunging the country towards economic mayhem. 
Given that Nepal is heavily dependent on India for supplies of not only petroleum 
products but also food items, this has strongly impacted life across the country.

The natural and human disaster has pushed the GDP growth rate to a negative 
for the first time in 32 years. Tourism has plummeted to a 20-year low. Banks are 
also starting to feel the heat. This is likely to have a flow on effect on the Nepal 
Stock market which is dominated by financial institutions. Project costs have risen, 
and international investors, who were already discouraged by the risks related to 
investments in Nepal, now also have political risks to deal with. The earthquake 
is estimated to have pushed 700,000 people below the poverty line; the current 
situation is likely to take this figure over a million.

There are several key steps that Nepal must take in 2016 if it is to have a real 
chance at recovery. Nepal must urgently rebuild ties with India. Two visits from 
Indian Prime Minister Narendra Modi in 2014, as well as Indian support in the 
relief and rescue operations following the earthquake saw historic highs in the 
India–Nepal relationship in June 2015. But, within six months the relationship 
has plummeted to a new low. Both countries will now have to work hard to 
rebuild the relationship at the political and business level, but more importantly 
at the level of people-to-people relations. Without improvements in the bilateral 
relationship, regional and sub-regional initiatives will continue to flounder. 

The Nepal government, with help from civil society, business and concerned com-
munities, also need to build short, medium and long-term plans for reconstruction. 

It is time for Nepal to take actions on major unresolved policy challenges, many of 
which have remained the same for the last 25 years. The immediate priority should 
be pushing for food security and energy security. Nepal should also diversify its 
trade, with focused engagement in north and south of the border. If Nepal takes 
these important steps it will help pave the way for a brighter 2016. 

We are eager to receive your valuable feedback on how to make future issues of 
nefport more useful and user friendly. Please email us your suggestions 
at info@nepaleconomicforum.org. 

Sujeev Shakya

EDITORIAL

NEFPORT ISSUE 23 – JANUARY 2016 |  5

Issue 23 |  January 2016

Publisher 
Nepal Economic Forum

Website
www.nepaleconomicforum.org

P.O.Box 7025, Krishna Galli, Lalitpur - 3, Nepal
Phone: +977 1 554-8400

email: info@nepaleconomicforum.org

Contributors 

 Akshov Shakya

 Kabita Chaudhary

Kashu Dhakhwa

Raju Tuladhar

Shayasta Tuladhar

 Shikshya Gyawali

 Subrina Shrestha

Tejaswee Shrestha

Tejeshwi Bhattarai 

Design & Layout: Big Stone Medium
bigstonemedium@gmail.com

TThis issue of nefport takes into account news 
updates from 21 August 2015 – 30 November 2015.

The USD conversion rate for this issue is NPR 105.53 
to a dollar, a three month average for this issue.

NEF Advisory Board

Arnico Panday

Basudha Gurung

Kul Chandra Gautam

Mallika Shakya

Shankar Sharma



6 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

“
POLITICAL OVERVIEW
The recent months have been engulfed in a political tug of war between 

the government and the Madhes based parties with neither side willing to 

give in. However, with the blockade choking the nation on top of delayed 

reconstruction activities, frustration is on the rise among the public and the risk 

of polarization between the Madhesi communities and rest of the nation has 

heightened. It is, thus, imperative that the government act fast and wise. 

Constitution promulgated in the 
thick of Madhes uprising:  Sep-
tember 20, 2015, marked a historic 
day for Nepal as the then president Dr. 
Ram Baran Yadav officially announced 
the commencement of the new con-
stitution. With approval of almost 
85% of the Constituent Assembly 
members, the new constitution hails 
Nepal as a sovereign, secular, federal 
and socialism-oriented nation. The 
federal executive follows a Westminster 
system where the cabinet comprising 
of prime minister and other min-
isters holds the executive powers and 
heads the government; meanwhile, the 
president acts as the head of the state 
with a ceremonial role. The bicameral 
federal legislature comprises of the 
House of Representatives where 165 
members shall be elected by first past 
the post system and 110 members 
through proportional representation, 
and the National Assembly which shall 
comprise of 59 members. The judiciary 
consists of three tiers, namely Supreme 
Court, high court and district court. 

Apart from these, the constitution has 
also made provisions for citizenship 
claim through the mother’s side and 
formation of seven federal provinces, 
among others.1  

However, not all sections of the popu-
lation welcomed the new constitution. 
The Madhesi population specifically, 
headed by various Madhes-based 
parties, appeared disgruntled, resorting 
to protests and declaration of indefinite 
Madhes strike. The strikes, which in 
fact were underway even before the 
promulgation, were then followed by 
sit-ins at the border customs points 
and blockading of essential supplies. 
The Madhes-based parties expressed 
severe dissatisfaction primarily over 
the state demarcations. Though talks 
of amendments have been present, the 
amendments, have not been passed as 
the Madhes-based parties disrupted 
house proceedings, demanding a 
‘package deal’ on all the issues (Refer 
Hundred days of Madhes protest) 
rather than piecemeal changes.

Meanwhile amidst the Madhes uproar, 
CPN-UML’s KP Sharma Oli was 
elected as the 39th Prime Minister 
less than a month after promulgation; 
consequently, changes followed in the 
presidency and vice presidency and 
members of the National Planning 
Commission. The current Oli led 
government faces a challenging task 
of resolving the chaos in the Madhes 
which has spread its effects throughout 
the nation. 

Hundred days of Madhes protest: 
Mid-November marked the hundred 
days of Madhes protest. The protests 
had begun during mid-August by the 
Samyukta Loktanrik Madhesi Morcha 
(SLMM), an alliance of four Madhes-
based parties, against federal demar-
cations in the proposed constitution. 
Apart from the demarcations, SLMM 
also expressed contempt with the con-
stitution over the absence of provision 
for naturalized citizenship holders 
to assume higher level posts such as 
President and Prime Minister while 
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Despite the worrisome recent events, the 
willingness of the parties to sit for talks can 
be taken as a step forward in the positive 
direction.  However, with the winter season 
already setting in, the shortage of cooking 
gas and other fossil fuel coupled with 
the increase power outages, shortage of 
essential commodities and price rise are 
all likely to have the public on the edge. 
The delays in reconstruction works in the 
earthquake affected areas most of which 
are in the hilly region, can further compound 
the frustration of the public and increase the 
risk of polarization between hill and Madhes 
communities. 

Although NPC has been tasked to overlook 
the reconstruction activities for now, the 
availability of materials and the willingness 
of donors to pump funds into NPC remain 
doubtful. Overall, the lack of progress with 
regards to federal demarcation and growing 
discontent among the public with the 
government’s failure to ease shortages and 
control the burgeoning black market has 
cast a big question mark on the longevity of 
the current government.

 OUTLOOK
demanding proportional represen-
tation in all state organs and demar-
cation of electoral constituencies in 
proportion to the population.2

The protests resulted in demon-
strations and strikes in various parts of 
the southern plain along with periodic 
violent clashes with the police, which 
in certain instances turned fatal with 
a total of over 40 human causalities, 
including seven policemen and a two-
year-old child. Despite these events, 
the constitution was promulgated in 
mid September. Soon, disruptions at 
the border customs points emerged 
and the protests manifested itself 
as sit-ins at the customs points 
which further trickled the supply of 
whatever little essential commodities 
that was coming through. In the days 
that followed, Nepal choked under 
acute shortage of fuel, medicines, 
and other essential raw materials 
and machineries sparking rampant 
smuggling and black market. 

Meanwhile in Kathmandu, there were 
optimistic signs as the government 
held talks with the SLMM’s leaders to 
discuss a solution. UML’s main partner 
in the coalition UCPN (Maoist) and 
the opposition NC also held bipartite 
talks with the SLMM. But talks failed 
after there was increased use of force 
by the police in clearing of one of the 
major customs points. 

Currently, all the parties involved do 
not seem in a position to compromise 
over the federal demarcations. While 
the state’s response to protests grows 

just as brutal which has propor-
tionally grown protestors’ violence – 
not limited to burning down police 
posts and district offices of the main 
parties, but also targeting medicine 
cargos and civilian travelers. With the 
growing intensity of recent events, 
humanitarian crisis looms at large 
over Nepal, and people have begun to 
wonder if the protests are slipping out 
of SLMM’s control.

NPC takes charge of reconstruction 
works amidst NRA controversy: The 
reconstruction works post-earthquake 
has been handed over to the National 
Planning Commission (NPC) until the 
formation of National Reconstruction 
Authority (NRA). Previously, the 
government had provisioned the 
reconstruction body, NRA, to fast 
track the reconstruction and rehabili-
tation projects. This body, which was 
formed through the NRA ordinance, 
has however ceased to exist as the 
government failed to pass the recon-
struction bill within the ordinance 
deadline in late August 2015. The bill 
could not be pushed forward due to 
disapproval from CPN-UML and 
UCPN (Maoist)3; though, the CEO 
had already been agreed upon by the 
major parties. 

It is worth noting here that the 
whole discourse on NRA began while 
NC was the ruling party, and the 
CEO, Govinda Pokhrel, a member 
of the party. As the deadline for 
NRA approached, it was certain that 
CPN-UML would be leading the 
next government. In this backdrop, 

there have been accusations against 
CPN-UML for deliberately delaying 
the passing of the bill. Currently, 
with CPN-UML as the ruling party, 
NRA remains shrouded in con-
troversy, especially over the selection 
of the CEO. With NC now in the 
opposition, the party has demanded 
the previously selected CEO be re-
instated. Moreover, there have also 
been demands for representation of 
women within NRA.



8 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

Eurozone’s growth falls below expec-
tations: The Eurozone economy grew 
at 0.3% in the third quarter of 2015 
compared to 0.4% in the second 
quarter according to Eurostat, the sta-
tistical office of the European Union.4  
According to the Reuters poll of 
economists, the figure was expected to 
remain at 0.4% for the third quarter.5 

The lackluster growth was attributed to 
the poor performances of its members 
such as Germany, Italy, Spain, Neth-
erlands and Portugal which noted a 
decline in their third quarter GDP 
growth rates compared to the second 
quarter with most growths below 0.5%. 

Apart from these, Estonia, Greece and 
Finland marked negative GDP growth 
rates in the third quarter.6 Only France 
showed encouraging signs of growth 
rising from zero growth in the second 
quarter to 0.3% in the third quarter. 
Nevertheless, weak international trade 
was seen to be limiting France’s recovery 
and reducing growth for Germany and 
Italy7; whereas, low oil prices which 

aided in boosting disposable income 
and thus higher consumer spending 
was attributed to sustenance of growth.8

Following this poor growth trajectory 
averaging just 0.4% since 2014, the 
European Central Bank (ECB) is 
expected to take bold action as early 
as December 2015 when the bank sits 
for the council meet. ECB’s quanti-
tative easing—creating money to buy 
financial assets—program is likely to 
extend to 2017 which previously was 
up to September 2016, and the negative 
interest rate—where the depositors have 
to pay the bank to keep the deposits 
rather than receive interest—which sits 
at minus 0.2% is expected to increase 
negatively.9

Debt crisis in emerging markets: In 
the recent years, debt accumulation 
in emerging markets has shot up to 
unprecedented levels. Data suggests 
that the overall debt in the emerging 
markets has increased from 150% 
of GDP in 2009 to 195% in 2015; 

the corporate debt has exceeded 75% 
from less than 50% in 2008.10 Sim-
ilarly, according to McKinsey Global 
Institute, the global debt figures stood 
at NPR 21 quadrillion (USD 199 
trillion) in 2014 which amounts to 2.5 
times the global GDP.11 This upsurge 
in debts, especially corporate, has pri-
marily been attributed to low interest 
rates in advanced economies, investors 
in advanced economies’ search for 
higher returns, and commodity prices 
as per a research conducted by the 
International Monetary Fund (IMF).12

Given this upsurge, there has been 
an air of unease surrounding the ser-
vicing capability among the markets of 
the debts incurred. IMF suggests the 
emerging markets be prepared for rise 
in interest rates. The Eurozone crisis 
brought about by the Greek economy 
defaulting on its debt payments serves 
as a grim example of how a single 
economy can threaten the entire con-
tinent as well as the whole world itself 
in this era of globalization. 

INTERNATIONAL ECONOMY

”
With stunted growth in the Eurozone, growing concerns over debt accumulation in 

emerging markets and the Chinese economy experiencing worrisome drops in industrial 

sector along with reduced domestic demand, the outlook on global economy is not 

encouraging. In effect, the Organisation for Economic Cooperation and Development and 

the International Monetary Fund have cut the world growth forecast for 2016 to 3.3% and 

3.1%, respectively, from 3.6%.
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International Economy

With India gaining prominence and China 

facing difficulties, it would be interesting to 

see how the power dynamics in the Asian 

continent would develop.  

 OUTLOOK

China growth woes: The latest 
quarterly data on China’s economic 
growth figured at 6.9%, the country’s 
lowest since the global recession of 
2009. In the previous quarter, the 
growth stood at 7%. The sustenance 
of growth was primarily attributed to 
a strong expansion of services sector, 
amidst disappointing performance in 
the industry sector, increasing at 8.6% 
year on year in the third quarter which 
is the highest since 2011.13 Despite 
this increase, for an economy which 
had been experiencing double digit 
growths in the past three decades, 
the recent numbers do not appear as 
encouraging. 

Nonetheless, the economy underwent a 
turbulent year with highly volatile stock 
markets, frequent government inter-
ventions, devaluation in the Yuan, and 
weaker domestic demand as indicated 
by sharp falls in import. Against 
these events, some have commended 
the official figures as impressive.14 

However, there had been heavy skep-

ticism surrounding the credibility of 
the official figures. With claims that the 
Chinese growth was well below 6.9%, 
the skeptics highlighted the sharp falls 
in imports, stagnated electricity pro-
duction and marked reductions in 
investment as having a greater impact 
on growth than explained by the shift 
to service economy.15

India-Africa forum summit held: India 
hosted the third India-Africa Forum 
Summit in the final week of October 
at New Delhi. The event, which turned 
out to be one of the largest bilateral 
summits, comprised of 54 leaders from 
across the African continent. During 
the course of the summit, the leaders 
discussed various issues ranging from 
UN reforms, terrorism, climate change 
and development initiatives where 
India hoped to garner support for its 
place in the UN’s Security Council as 
a permanent member, explore avenues 
in defense cooperation and cyber and 
maritime security, develop alternatives 
such as solar power, and provide 

financial assistance to Africa’s devel-
opment trajectory.16

Rejuvenating the ties with Africa, this 
move by India has been viewed as an 
opportune moment to catch up with 
China, whose economy is experiencing 
a rough patch, and establish India as an 
alternative trade and investment desti-
nation.17 However, though India-Africa 
trade engagement has doubled in the 
last five years reaching nearly NPR 7.5 
trillion (USD 72 billion)18, it still has 
plenty of grounds to cover to meet the 
China-Africa trading amounting to 
roughly NPR 21.1 trillion (USD 200 
billion) annual transactions.19

KD
Sticky Note
Unmarked set by KD
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 AGRICULTURE 

The agriculture sector had suffered damages 
and losses amounting to NPR 28.3 billion 
(USD 268.17 million) due to the earthquake. 
The ongoing Madhes agitation and unofficial 
Indian blockade has impacted the sector 
even more, the effects of which will be felt by 
the country for a very long time. With no fuel, 
transportation of produce has been halted 
and fertilizers have not reached the farmers. 
Even the existing produce, which has not 
been able to reach consumers, are either 

macroECONOMIC
In the past few months, Nepal has been under an intense spell of political and economic 

crisis. Prolonged agitations in the Tarai-Madhes region–following the promulgation of the 

constitution–have significantly strained the economy with import of essential commodities, 

industrial raw materials, petroleum products and other commodities being severely 

restricted due to obstructions at border points. As growth projections nosedive indicating 

an increasing possibility of negative growth this fiscal year and with post-earthquake 

reconstruction yet to begin, the Nepali economy has been pushed to the brink.

OV ERV I EW

being sold at low prices or are being left to 
rot. Further, the current shortage of fertilizers 
is bound to have a negative impact on the 
winter crops production.

Govt. unveils plan to double agri-
culture growth rate: Ministry of Agri-
cultural Development has launched 
Agriculture Development Strategy 
(ADS) with the vision of “a self-reliant, 
sustainable, competitive, and inclusive 
agricultural sector that drives economic 

growth and contributes to improved 
livelihoods and food and nutrition 
security”. The ADS has targeted 
annual growth rate to double in 20 
years, achieving a 6% growth from the 
current 3%. The strategy has recom-
mended spending NPR 502 billion 
(USD 4.75 billion) over a span of 10 
years, or around NPR 50 billion (USD 
0.47 billion) annually.20

Of the total proposed investment, the 

Figure 1: Key indicators and targets of Agriculture Development Strategy

Source: Agriculture Development Strategy Report, Ministry of Agricultural Development
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government and donor communities 
will contribute 89% and the private 
sector will contribute the remaining 
11%. ADS will also ensure the estab-
lishment of a high-level fully authorized 
and permanent Farmers’ Commission 
to help advance farmers’ rights. The 
strategy will also promote a voucher 
system for inputs like fertilizer, seeds 
and breeds and extension services. The 
voucher system will empower farmers 
to make decisions regarding extension 
services and inputs. 

Fertilizer shortage hit winter crop 
preparation: Due to the prolonged 
Tarai unrest and fuel shortage, farmers 
have been unable to get chemical fer-
tilizers. With the protesters preventing 
their shipment, 30,000 tons of urea 
and diammonium phosphate are piled 
up at Birgunj dry port. Additionally, 
50,000 tons of chemical fertilizers are 
stranded in Kolkata, as per the Ministry 
of Agricultural Development. Though 
the current fertilizer requirement is 
50,000 tons, only 2,000 tons have been 
dispatched to farmers. Due to this, 
winter crops production is expected to 
decrease significantly in the country.21

Sugarcane farmers bear the brunt of 
Madhes agitation: Though sugarcane 
prices had been fixed by the gov-
ernment at NPR 481 (USD 4.56) per 
quintal last year, sugarcane farmers in 
Rautahat are forced to sell it at almost 
half the price mainly due to Madhes 
agitation and continued failure of 
Rautahat-based Shree Ram Sugar Mills 
to pay the farmers for the last two 
years. The Sugar Mills owes NPR 900 
million (USD 8.53 million) to farmers. 
The farmers are being compelled to sell 
their produce at NPR 200 to NPR 250 
(USD 1.89 to USD 2.34) to jaggery 

already hit by deficient monsoon, 
the current shortage of chemical fer-
tilizers, insecticides and related agri-
cultural equipment triggered by the 
ongoing strike and Indian blockade 
will further affect its production. 
Keeping in mind that paddy makes up 
21% of the country’s total agriculture 
production, the central bank—in its 
micro-economic and financial sit-
uation report of the first quarter—has 
warned of increasing food insecurity in 
the country and a rise in rice imports.25

Hotline for irrigation launched: A 
program called “Hello Irrigation 
Minister” has been launched by 
Minister for Irrigation Umesh Kumar 
Yadav with an objective of establishing 
direct communication with the farmers. 
A telephone hotline (01-4200215) has 
been arranged where service recipients 
can give advice, suggestions and put 
forward their complaints regarding 

factories in order to pay the loan they 
had taken to grow sugarcane.22

Banana farmers unable to sell their 
produce: Around 460 farmers in 
Bhardaha VDC have been culti-
vating banana in 2,000 bigaha23 of 
land along the Koshi River. Due to 
Tarai shutdown and the subsequent 
fuel shortage, farmers’ market access 
has been cut off, compelling them to 
either let their produce rot or sell them 
at highly reduced rates. Banana Plan-
tation Association estimated the total 
loss to farmers at more than NPR 50 
million (USD 0.47 million). Besides 
Bhardaha, banana is cultivated in a 
dozen other VDCs, including Hanu-
mannagar, Portaha and Barmajhiya.24

Decline in paddy production: Nepal 
Rastra Bank has projected paddy 
production to decline by 10% this 
year. While paddy cultivation was 

NEPAL PERFORMANCE PORTFOLIO  
REVIEW ON AGRICULTURE SECTOR

The government has planned Agriculture Development Strategy, Multi-sector Nutritional 
Plan and Food Security Action Plan, and Zero Hunger Challenge Initiative-2025 for agri-
culture sector development. As per Nepal Performance Portfolio Review on agriculture 
sector, there has been an addition of 58 hectare of land under cardamom plantation, 
rehabilitation of 400 hectare of citrus orchard, and establishment of four seed storage and 
processing facilities across the country. There has also been addition of land under maize 
and oil seeds by 25,500 and 2,000 hectare respectively. A total of 3.1 million improved 
seed kits were distributed and 200 collection centers have been established or renovated. 
Further, 68 irrigation schemes have been rehabilitated and 9.6 million doses of vaccines 
have been produced and distributed.  Agriculture insurance of NPR 155.12 million (USD 1 
million) has been made available and 107,000 liters of liquid nitrogen has been produced.

The government has expected the number of food deficit districts to decline to 30 in FY 
2015-16 from the current 33. It has targeted increase in food crop by 14%, rice by 9%, 
maize by 14%, wheat by 5%, pulse by 21%, oilseed by 7%, vegetable by 3%, fruit by 1%, 
tea by 15%, milk by 1%, meat by 5%, and fish by 15% in the next fiscal year.30
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matters related to bodies, divisions, 
projects and offices under the ministry 
as well as irrigation.26

Mobile phone assistance service for 
farmers: An initiative has been taken by 
the District Agriculture Development 
Office (DADO) in Parbat to provide 
assistance to farmers through mobile 
phone service. The agriculture office 
has developed a computer software 
in order to share information among 
farmers through SMS service. The new 
mobile phone service will keep the 
farmers updated on various programs 
being carried out by DADO, besides 
providing them necessary assistance 
to resolve their problems. The ini-
tiative was taken after complaints were 
received regarding lack of information 
on services such as irrigation, youth 
entrepreneurship and trainings being 
provided by DADO.27

Project for promoting Nepali coffee in 
int’l market: The Ministry of Commerce 
and Supply, in cooperation with the 
European Union, has launched a EUR 
6 million (USD 6.36 million) project 
named “Trade and Private Sector Devel-
opment” to enhance the production 
and promotion of Nepali coffee in 
international market. Nepal produces 
only 300 tons of coffee per year even 
though the annual requirement stands 
at 7,000 tons. Nepali coffee, popularly 
known as Himalayan Beans, is grown 
at altitudes ranging from 800 meters to 
1,600 meters.28

National Coffee Day observed: Nepal 
observed National Coffee Day on 
November 17, 2015. The National 
Tea and Coffee Development Board 
announced its plans to explore 
potential sites to develop nurseries as a 

part of the major focus for the whole 
year. The board also announced that 
over two million coffee seedlings will 
be distributed to farmers at highly 
subsidized rate in 41 districts of the 
country’s mid-hill region to lure more 
farmers in production of coffee.29

 EDUCATION 

The last few months have been an 
extremely difficult period for the education 
sector in Nepal. While the sector was not 
even close to grappling with the challenges 
left behind by the April earthquake, the 
economic crisis and the ongoing Madhes 
agitation has now disrupted the smooth 
running of schools all over the country. 
Acute shortage of fuel has forced many 
schools to remain shut even after the 
Dashain holidays. Educational institutes, 
which were already struggling to complete 
their syllabus after the earthquake, are now 
lagging behind once again on account of 
the crisis and protests. 

Literacy rate increases to 92.5%: 
According to the Non-Formal Edu-
cation Centre (NFEC), of 5,173,979 
people in the age group 15-60 iden-
tified as illiterate in the 2011 census, 
4,785,352 or 92.5% were claimed to 
be made literate through the literacy 
campaign run from 2010 till 2015. 
Owing to the literacy classes run 
by NEFC, 18 districts have now 
been declared literate zones while 
37 others are in the process to be 
declared as fully literate zones. An 
area is marked as a literate zone if 
more than 95% of the people in the 
district, municipality or VDC can 
read and write. Though the Gov-
ernment of Nepal had started an 

intensive literacy campaign in 2009 
aiming to achieve 100% literacy rate 
by 2015, the plan did not succeed as 
it was unable to run literacy classes 
in many areas after the earthquake. 
The government has invested NPR 
6.14 billion (USD 58.18 million) in 
this campaign which aims to achieve 
100% adult literacy by end of 2015.31 

Forty per cent students clear HSEB 
exams: Of the 161,458 students 
appearing for their Grade XII exami-
nations under the Management, 
Education and Humanities streams, 
64,567 students—or 40%—passed 
under the regular category. Similarly, 
in the exempted category, out of a 
total of 129,008 students, 41,928 
(30.5%) cleared their examinations, as 
per the information provided by the 
Higher Secondary Education Board. 
In 2014, 49% of the students passed 
in the regular category and 30% had 
passed the examination under the 
exempted category.32 

Meanwhile, the science stream had 
better results for 2015 wherein 27,227 
(71.65%) of the 37,991 students who 
appeared in the examinations passed 
under the regular category. Under the 
exempted category, 3724 (44.3%) of the 
8,406 students have passed the exams.33 

Govt. to regulate religious schools: 
The Department of Education (DoE) 
has directed all five Regional Edu-
cation Directorates and 75 District 
Education Offices to prepare profiles 
of religious schools (Gurukul/Ashram 
for Hindu community, Gumba/
Bihar for Buddhist community, and 
Madarsa for Muslim community) 
operating in different parts of the 
country. The main purpose behind 
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this is to bring them into the main-
stream education system and regulate 
them properly.34 The government aims 
to institutionalize the good schools 
meanwhile discouraging those that are 
not running efficiently.

Out of the 895 religious schools, 745 
fall in the Madrasa category, 78 fall in 
the Gumba/Bihar category while 72 
fall in the Gurukul/Ashram category 

(Figure 2 shows a breakup of registered 
religious schools providing education at 
four different levels). According to the 
Alternative Education Section, DoE, 
most of the schools do not register with 
the authority as they do not want to 
make their source of income and other 
activities transparent.

Curriculum to be revised for higher 
education: With effect from the next 

The Ministry of Education is working to introduce letter grading 
system in the School Leaving Examinations from this year. The 
Office of Controller Examinations had introduced this system for the 
technical and vocational streams as a pilot in the previous year. 
According to the Curriculum Development Center, a nine member 
committee has been formed to develop a working procedure for 
implementation of the letter grading system. The main reason 
behind the shift to the letter grading system is believed to avoid the 
use of words such as ‘pass’ and ‘fail’. 

In School Leaving Certificate exams, reporting the raw scores 
received by students has been the practice. In the raw score 
reporting, there is a possibility of a score ranging from 0 to 100, i.e., 
a 101 point scoring scale.

Some of the main issues of the number grading system have been 
explored below:

• Meaning of scores: It does not mean that a student who scores 
0 knows nothing and the one who scores 100 knows everything. 
It simply means that in the test which was conducted the second 
student was lucky enough to correctly answer all the questions. 
Also, the score could vary if the same student is provided with a 
different set of questions or a different examiner was to check the 
same answer sheet.

• Irrational interpretation: If one student scores 50 and another 
scores 51 in a subject, then it is difficult to indicate how a student 
scoring 51 is better than the student scoring 50.

• Arbitrary cut off score: The cut off score for theoretical subjects 
has always been pegged at 32% and practical at 40%. There is 
no sound reason for the use of the cut off score; it is conceptually 
incorrect as there is no reason why a student scoring 31 should 
be labeled incapable while a student who scores just 1 more 
mark is deemed more able.

• Comparability issue: If in a year, the highest score achieved in 
subject ‘x’ is 99 and in subject ‘y’ is 85, the raw score marking will 
conclude that the performance of the students is better in subject 
x than y. This is not true as the performance of students in both 
the subject is the same i.e., at top. 

How letter grading addresses the above issue?

• Considers the errors of measurement: If the error of mea-
surement is taken to be of 5 points, then a score of 85 can fall 
somewhere between 80 (85-5) and 90 (85+5). If the same test is 
taken again by a student with 85 marks in the first test, he is likely 
to get a score between 80 and 90 the second time. Hence, it is 
always safer to indicate scores as grade A than assign 85 marks.

• Judgmental grading better in addressing comparability 
issue: In this grading system, a group of experts decide on the 
grade boundaries for each subject every year based on the per-
formance of the sample students. Mark boundaries take care of 
subject-wise differences so that an A for Mathematics can be 80 
to below 90, but for the English language, an A can be from 75 to 
below 85, making subject-wise comparison balanced.

LETTER GRADING SYSTEM  
FOR SLC EXAMINATIONS 

academic session, Higher Secondary 
Education Board (HSEB) will be mod-
ifying the curriculum of 163 subjects 
in grade XI and XII. According to the 
Curriculum and Training division at 
HSEB, the main aim behind modifying 
the curriculum is to make it relevant to 
the current world and practices.35 Until 
now, HSEB has publicized a list of 57 
optional subjects and three compulsory 
subjects for grade XI and 76 optional 
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subjects and three compulsory subjects 
for grade XII.

New textbooks for Grade IX: Cur-
riculum Development Center (CDC) 
under the Ministry of Education is 
preparing to introduce new textbooks 
for six compulsory subjects, i.e. 
English, Nepali, Mathematics, 
Science, Social Studies, and Envi-
ronment, Health and Population. The 
government plans to introduce new 
textbooks for 25 optional subjects in 
the coming years as it was not feasible 
to introduce new textbooks for all 
subjects simultaneously.36 Janak Edu-
cation Materials Centre will print the 
new textbooks.

Govt. approves bill for amendment of 
Education Act: The government has 
approved a bill to amend the Edu-
cation Act which will now allow imple-
mentation of School Sector Reform 

Program (SSRP) without any legal 
hurdles which were present earlier. This 
program aims to restructure Nepal’s 
education sector by providing com-
pulsory education, restructuring school 
level education and creating a Central 
Examination Board. The program is 
supported by Global Partnership for 
Education and other INGOs. SSRP 
was initially launched in 2009 and was 
aimed to be completed by 2015. The 
program was extended by two years after 
it did not work out as anticipated.37

Rebuilding of quake affected schools 
to take up to five years: According 
to government officials, the recon-
struction of quake hit schools is likely 
to take three to five years. A sum of 
NPR 38 billion (USD 360.08 million) 
is the estimated cost of school recon-
struction and retro-maintenance in the 
14 severely hit zones alone; however, 
only NPR 21 billion (USD 198.99 

million) has been lined up so far. 
According to the  Department of Edu-
cation, around 6,000 schools, 15,000 
classrooms, 1,809 toilets and 1,058 
drinking water facilities have been 
damaged badly in the 44 quake hit dis-
tricts. Of these, approximately, 5000 
damaged schools are situated in the 14 
badly hit districts. The reconstruction 
plan will cover the hard hit districts 
while others will be addressed by the 
School Sector Reform Program.38 

Sixty two schools to run technical 
classes in grade XI: A total of 62 
schools have been given certificates of 
approval to conduct technical classes in 
grade XI. The government had piloted 
technical and vocational courses in 99 
higher secondary schools; however, 
only 62 higher secondary schools have 
received approval from the Higher Sec-
ondary Education Board. According 
to the Department of Education, 
technical schools will receive grants 
equal to the salary of two teachers to 
run technical and vocational classes.39 

Public reform initiatives by Ministry 
of Education: The Ministry of Edu-
cation (MoE) has formed a high level 
Education Commission to restructure 
the academic sector with regard to the 
new constitution.40 The proposed com-
mission will be providing recommen-
dation and suggestion to the ministry 
for academic and administrative 
reform to ensure free and compulsory 
secondary education as envisioned in 
the constitution.  The MoE published 
18-point priorities in a public hearing 
held for the dissemination of the min-
istry’s priorities. The priorities include 
regulating academic institutions 
operating with foreign affiliation, and 
establishing an open university.

Figure 2: Breakup of number of registered religious school under each category

Source: Department of Education
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supply petroleum products from the 
People’s Republic of China to Nepal.48  
Petro China is a state owned company. 
Also, possibilities further developing 
alternative energy sources like solar 
power and hydropower to ensure sus-
tainable supply of energy have gained 
momentum due the current fuel crisis. 

Energy emergency being planned: 
The Ministry of Energy is preparing 
to declare an energy emergency lasting 
three to five years to make the country 
self-reliant in energy by cutting red 
tape and launching a rush program. 
This follows Prime Minister KP 
Sharma Oli’s address to the nation on 
November  15, 2015, where he had 
stressed on the need to expedite the 
development of hydropower projects 
and alternative energy sources to end 
the country’s dependency on imports. 

Once the emergency comes into effect, 
the ministry will work on developing 
a 200 MW solar power plant, along 
with expediting hydropower projects 
that will ultimately boost the country’s 
hydroelectricity output to 3,000-
5,000 MW. The bureaucratic process 
in energy sector development will also 
be trimmed. The ministry will be pre-
senting the bill to parliament at the 
earliest possible for approval.49 

Hydropower projects hit due to fuel 
crisis: Following the fuel crisis, six 
hydropower plants under Nepal 
Electricity Authority and its subsid-
iaries have been stalled due to lack of 
gasoline and construction materials. 
The projects are 456 MW Upper 
Tamakoshi, 111 MW Rasuwagadhi 
Hydroelectricity Project, 42.5 MW 
Sanjen Hydroelectric Project, 14.8 
MW Sanjen (Upper) Hydropower 

 ENERGY 

Energy sector is going through a phase of 
crisis. The country is reeling under an acute 
shortage of petroleum products and Liq-
uefied Petroleum Gas (LPG) due to Madhes 
agitation and blockade of trade entry points 
in the Tarai belt. As a result, people have 
been forced to buy petroleum products and 
LPG in the black market. Also as a substitute 
to LPG, people have started using firewood 
and electrical appliances to cook. Many 
hydropower projects have halted due to non-
supply of petroleum products. In the situation 
of this grave energy crisis, the Government 
of Nepal is planning to declare energy 
emergency at the earliest.

Fuel crisis: The current fuel crisis has 
hit sectors such as tourism, transport, 
domestic factories and agriculture. It 
has resulted in shutting down of fac-
tories41, shortage of fuel for vehicles42, 
acute shortage of cooking gas, increase 
in firewood consumption43, shortage of 
medical supplies44, negative impact on 
education sector45 , and an increase in 
black marketing of petroleum products 
etc. It has also created humanitarian 
crisis as post-earthquake the country 
is still in the state of recovery and fuel 
crisis has hindered aids from reaching 
the most affected regions46. The real-
ization that this crisis could have been 
averted had the country not been solely 
dependent on Indian Oil Corporation 
for petroleum products and LPG has 
paved way for search of alternative 
paths for import of these products. 

Following the crisis, Nepal Oil Corpo-
ration has signed a Memorandum of 
Understanding with China National 
United Oil Corporation (Petro 
China)47 and is at a stage of signing 
a commercial agreement in order to 

Project, 14 MW Kulekhani III and 
30 MW Chanmeliya Hydropower 
Project. Similarly, a number of 
projects in the pipeline could be 
expected to be delayed due the 
ongoing blockade.50

Firewood consumption increase: 
The acute shortage of liquefied 
petroleum gas has resulted in increase 
in dependency of urban and rural 
households on firewood extracted 
from forests. The Federation of Com-
munity Forest Users (FECOFUN) 
and the government have urged forest 
community groups to allow use of 
wood fuel for cooking purposes. It is 
estimated that around five million 
cubic feet of firewood can be collected 
from community forests across the 
country. The Ministry of Forest and 
Soil Conservation has directed Timber 
Corporation depots in the capital to 
sell firewood at NPR 15 (USD 0.14) 
per kg with a maximum limit of 100 
kg per family.51 However, instances 
of illegal logging have also been seen 
and it is likely to pose a threat to the 
forests.52 

NEA announces 58-hours weekly 
power cut: With the approach of winter 
season, Nepal Electricity Authority 
(NEA) has extended load-shedding 
hours from the current six hours a day 
to nine and a half hours. Despite its 
efforts to limit load-shedding hours 
during the fuel crisis when people are 
relying on electricity to cook their food, 
NEA has been forced to reconsider its 
decision due to a high gap between 
demand and supply. Meanwhile, to 
meet the growing energy demand, the 
government has been working towards 
increasing energy imports from India 
by 90 MW by December end.53
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World Bank approves USD 20 million 
credit: World Bank has approved USD 
20 million credit for Power Sector 
Reform and Sustainable Hydropower 
Development in Nepal. The project 
will help strengthen the capacity of 
power sector agencies in Nepal to better 
plan and prepare hydropower gen-
eration and transmission line projects 
along international standards and best 
practice. It will also help improve the 
readiness of power sector agencies to 
undertake regulatory and institutional 
reforms. The first component will 
support Upper Arun Hydroelectric 
project, Ikhuwa Khola Hydroelectric 
Project and transmission lines project; 
the second component will finance 
studies and propose policy recommen-
dations for power sector reforms; while 
the third component will support 
capacity building for safeguards man-
agement and sustainable hydropower 
development.54

MOU for solar energy promotion 
signed: A Memorandum of Under-
standing has been signed between 
Energy Development Council (EDC), 
Nepal, and China-based Shenzhen 
Solar Energy Society (SZSES) to 
promote solar energy in Nepal. SZSES 
is a non-profit association consisting 
of 370 solar energy companies that 
was established to promote the com-
bination of solar energy science and 
technology and economy. According 
to the press statement issued by EDC, 
the member companies from China 
are looking to invest in solar energy 
projects between 25 MW to 500 MW 
in Nepal.55 

Solar energy power station in Mustang: 
The solar power project of 70 kilowatts 
in Lomanthang of Mustang district was 

completed with the grant assistance of 
the Government of Tibet Autonomous 
Region of the People’s Republic of 
China (TAR, PRC). The project 
provides power to 221 households 
comprising of about 1,400 people in 
the area. The development cooperation 
agreement signed in November 2014 
between the Government of Nepal and 
TAR, PRC provides RMB 10 million 
(USD 1.56 million) each year to the 15 
bordering districts with China.56 

 FOREIGN AID 

Poor spending on development projects has 
been a major issue over the years. This is 
worse in the case of donor-funded projects. 
As a result, donors have expressed their 
concern in this regard, particularly as the Na-
tional Reconstruction Authority is yet to take 
form due to which the aid pledged for recon-
struction and recovery is yet to be channeled 
into projects. The current economic crisis 
has only exacerbated this situation. 

UNHAS receives fund to help quake 
victims: Sweden, Switzerland and 
the United Kingdom have agreed to 
donate over NPR 270 million (USD 
2.6 million) to the United Nations 
Humanitarians Air Services (UNHAS), 
which will help the UN World Food 
Programme airlift food and other 
humanitarian items to earthquake-
affected people in Nepal. The fund will 
allow helicopters to continue flying vital 
supplies to remote earthquake-affected 
mountain communities until the end of 
the year. Sweden contributed NPR 126 
million (USD 1.2 million), Switzerland 
NPR 65 million (USD 0.61 million), 
and the United Kingdom has donated 
NPR 79 million (0.75 million).57 

Nepal receives commitment of NPR 
55.4 billion: As per the International 
Economic Cooperation Coordination 
Division of Ministry of Finance, Nepal 
received foreign aid commitment of 
NPR 55.4 billion (USD 525 million) 
from six development partners in first 
quarter—mid-July to mid-October—
of the current fiscal year. A large com-
ponent of the aid comprises of loans at 
NPR 52 billion (USD 492.7 million) 
of which NPR 30 billion (USD 284 
million) is from the World Bank for 
financial sector reform and recon-
struction of housings devastated during 
the earthquakes and NPR 20 billion 
(USD 190 million) is from the Asian 
Development Bank for the Earthquake 
Emergency Assistance Project. The 
Department for International Devel-
opment has pledged a support of 
NPR 2 billion (USD 19 million) as 
loan assistance for Small Towns Water 
Supply and Sanitation Sector Project. 
Meanwhile, bilateral donors, China, 
UK and South Korea have pledged to 
provide a total of NPR 3.40 billion 
(USD 32 million) as grant assistance.58 

DFID provides additional support for 
quake victims: The UK’s Department 
for International Development (DFID) 
has announced a second phase of 
humanitarian assistance of NPR 1.62 
billion (USD 15.35 million) to provide 
critical humanitarian support to vul-
nerable populations across districts. The 
funding is expected to support 200,000 
people who will receive winterized 
items such as blankets, mattresses and 
winter clothes as well as to ensure that 
critical logistical operations continue 
to reach highly remote and road-inac-
cessible locations. DFID had previously 
allocated NPR 11.3 billion (USD 107 
million) following the earthquake.59 
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USAID supports housing recon-
struction: The United States Agency for 
International Development (USAID) 
has announced three initiatives to 
support owner driven housing recon-
struction, following the earthquake. 
The programs such as Baliyo Ghar, 
which is a five-year NPR 844 million 
(USD 8 million) project, will train local 
construction professionals and educate 
affected homeowners on building 
earthquake-resistant homes, alongside 
supporting the establishment of a 
National Reconstruction Technology 
Center. The project will be imple-
mented by the National Society for 
Earthquake Technology in cooperation 
with the Ministry of Urban Devel-
opment, Ministry of Federal Affairs 
and Local Development, Council for 
Technical Education and Vocational 
Training, and National Planning Com-
mission.

Meanwhile NPR 285 million (USD 
2.7 million) will be invested in the 
ongoing resilience project, Sabal, to 
train local masons in Sindhupalchok 
and Kavrepalanchok districts, whereas 
NPR 1 billion (USD 9.6 million) will 
be contributed to the World Bank 
Nepal Earthquake Reconstruction 
Multi-Donor Trust Fund. This contri-
bution will directly support the gov-
ernment-led beneficiary survey in the 
14 most-affected districts, as well as the 
provision of housing reconstruction 
cash grants to affected homeowners.60 

ADB approves NPR 1.6 billion to rebuild 
schools: The Asian Development Bank 
(ADB) has approved a NPR 1.6 billion 
(USD 15 million) grant to Nepal to 
rebuild schools, provide microloans 
to help restore livelihoods, and boost 
awareness of disasters in the 14 districts 

most severely affected by the recent 
earthquakes. The grant is provided by 
the Japan Fund for Poverty Reduction, 
and will be managed by ADB. The 
Government of Nepal will also be pro-
viding an additional NPR 137 million 
(USD 1.3 million) whereas the Small 
Farmers Development Bank, a Nepali 
umbrella microfinance bank, will be 
providing NPR 158 million (USD 
1.5 million). NPR 855 million (USD 
8.1 million) of the overall funding will 
be used to rebuild 14 model disaster-
resilient schools, NPR 738.7 (USD 
7 million) to provide microcredit to 
12,500 households in affected dis-
tricts, and NPR 200 million (USD 
1.9 million) to finance training to help 
people better understand, prepare and 
cope with disasters.61 

World Bank provides credit for 
hydropower development: A credit of 
NPR 2.11 billion (USD 20 million) has 
been approved by the World Bank for 
Power Sector Reform and Hydropower 
Development Project. The project is 
aimed at strengthening the capacity of 
power sector agencies in Nepal to plan 
and prepare hydropower generation 
and transmission line projects in line 
with international standards and best 
practices, as well as undertake regu-
latory and institutional reforms. The 
first project component will support 
preparations for the Upper Arun 
Hydroelectric Project and the Ikhuwa 
Khola Hydroelectric Project, as well 
as preparations for transmission line 
projects to be identified by the ongoing 
Transmission System Master Planning. 
The second component will finance 
studies and propose policy recom-
mendations critical for power sector 
reforms, whereas the third component 
will support capacity building for safe-

guards management and sustainable 
hydropower development. In addition 
to concessional credit financing from 
the International Development Asso-
ciation, the project will also receive a 
NPR 263.8 million (USD 2.5million) 
grant from the South Asia Water Ini-
tiative, a multi donor Trust Fund 
administered by the World Bank.62 

US provides NPR 34 million for 
cultural preservation: The US Ambas-
sadors Fund for Cultural Preservation 
(AFCP) has provided NPR 34 million 
(USD 320,000) in aid for the recon-
struction of Patan and Hanuman 
Dhoka Durbar Squares that were badly 
damaged during the earthquake. The 
aid will be channeled through the 
Kathmandu Valley Preservation Trust 
and is expected to help in structural 
analysis, conservation and renovation 
of damaged monuments. Since 2003, 
AFCP has donated more than NPR 
232.17 million (USD 2.2 million) to 
Nepal and completed 15 projects.63 

Nepal Earthquake Recovery Project 
launched: Development partners 
representing a consortium of ACT 
Alliance in Nepal has launched the 
Nepal Earthquake Recovery Project 
(NERP) worth NPR 180 million (USD 
1.7 million), of which NPR 108 (USD 
1.02 million) will be funded by the 
European Union (EU) to build better 
and safer shelters in quake affected 
districts. The project was launched 
by the EU supported Dan Church 
Aid, Christian Aid, Lutheran World 
Federation and ICCO Cooperation. 
NERP aims at directly reaching 
16,940 people in 14 highly affected 
Village Development Committees of 
Dhading, Makwanpur, Rasuwa and 
Sindhupalchowk. 
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The project will operate from August 
2015 to May 2016, and address transi-
tional shelter needs and provide shelter 
materials and technical assistance 
through locally trained shelter tech-
nicians, enabling affected households 
to build back better and safer shelters. 
The project also include targeted cash 
transfer support, focus on sanitation 
needs covering household toilets, and 
access to water and hygiene services at 
the community level.64 

Nepal Portfolio Performance Review: 
The Nepal Portfolio Performance 
Review 2015, which reviews the 
progress of donor funded development 
projects for 2015, has been com-
pleted. The review was undertaken on 
a sector wise basis focusing on agri-
culture, transport, energy, local gov-
ernance and education. Government 
officials and development partners 
identified a host of issues, resulting in 
consistently low capital expenditure 
that needs to be addressed to achieve 
the expected results from donor-
funded projects within the stipulated 
timeframe.65 

On the governments end, issues such 
as delay in program approvals, budget 
authorization, lengthy procurement 
process, weak monitoring of pro-
curement, land acquisition, frequent 
changes of project staff, timely 
reporting and disbursement to ensure 
timely execution of the projects need 
to be tackled. On the donor end, 
lack of compliance with the govern-
ment’s Development Cooperation 
Policy and the tendency of direct 
and extra-budgetary funding from 
the development partners have been 
identified as challenges in imple-
menting a result-based approach.66 

HEALTH

The health sector has been hit hard by the 
current economic embargo. Shortage of 
fuel and medical supplies has crippled the 
country’s health services, putting public 
health at risk. The number of chronic 
diseases among children has increased; the 
situation has only been further compounded 
by the current shortage. As per UNICEF, the 
government’s regional medical stores have 
already run out of vaccines against tuber-
culosis and stocks of other vaccines and 
antibiotics are critically low. 

Health sector faces serious crisis:  
The current supply crisis has derailed 
Nepal’s progress in the health sector. 
Owing to the ongoing fuel crisis, 
patients are unable to seek medical 
help, as a result of which the flow of 
patients has dropped by nearly 50% in 
major hospitals. Similarly, ambulance 
services are not available to pick up 
emergency patients and pharmacies are 
running out of life-saving drugs.67 To 
make matters worse for in-patients who 
rely on hospital canteens for their daily 
dietary requirements, these canteens 
have been forced to suspend their 
services due to shortage of cooking gas. 

Shortage of even basic medication and 
other medical supplies has forced hos-
pitals, especially those in Pokhara, to 
cut back on their daily services. The 
situation has worsened to such a point 
that if the crisis continues for a longer 
period, hospitals will be left with no 
recourse but to suspend all services 
indefinitely. 

Cholera outbreak under control: The 
cholera outbreak, which surfaced after 
the earthquake, is now under control. 
Health officials informed there has been 

no new reported case of the disease after 
the first week of November, and with the 
monsoon over, another cholera outbreak 
was unlikely this year. The alarm was 
sounded for a possible cholera epidemic 
earlier this year in August after more 
than 80 cases of cholera was reported in 
the Kathmandu Valley.68 

Nepal fighting well against HIV: 
Nepal has made a remarkable progress 
in reducing new HIV cases, thanks to 
the pro-active measures taken by the 
government. Recent data released by 
the National Centre for AIDS and 
STD Control under the Ministry of 
Health and Population shows that 
HIV prevalence in Nepal among 
adults within the 15-49 age group is 
0.2% compared to global HIV prev-
alence of 0.8%. 69

At least 1,739 new infections were 
estimated in 2014 compared to 7,325 
in 2010, registering a drop in new 
infections by 80%. During the same 
year, an estimated 178 children were 
infected with HIV, which is 62% less 
compared to 2010 when 468 children 
were infected with the virus. Since 
2007, a total of 64 women living with 
HIV/AIDS have given birth; of them, 
only three newborns were found to 
be carrying the human immunodefi-
ciency virus.70 

In 2014, 2,576 HIV/AIDS related 
deaths were reported, accounting for 
a 22% drop compared to 2010 when 
3,307 such deaths were reported. 
Between 2010 to 2015, people’s access 
to Antiretroviral Therapy (ART) 
increased significantly. As of July 
2015, nearly 15,000 persons infected 
with HIV were taking the therapy; in 
2010, only 11,089 had access to the 
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medication. Currently, ART is being 
provided from 61 sites in 55 districts. 

Malnourishment increases in Pyuthan: 
In Pyuthan—a hill district in Rapti 
zone of Nepal’s Mid Western Region, 
an astounding 48% of the children are 
suffering from malnutrition. A study 
conducted by the District Health Office 
revealed that malnutrition among 
children starts right from the time of 
mother’s pregnancy. The study pointed 
out that due to poverty family members 
are unable to provide pregnant mothers, 
new mothers and their children 
nutritious food. The situation is further 
compounded by lack of awareness 
among the people regarding nutrition 
and maternal and child health. Sur-
prisingly, even children from well off 
and educated families are found to be 
suffering from malnutrition. To reduce 
malnutrition among children, the 
District Health Office has launched an 
awareness campaign involving both gov-
ernment and non-government offices. 

Children at risk of lead poisoning: 
Children aged up to 14 years are at 
high risk of environmental and toxic 
chemical pollution in their homes and 
schools. These children make up 32% 
of Nepal’s total population. A study 
conducted by Centre for Public Health 
and Environmental Development 
(CEPHED) found that paints used 
for houses, schools and furniture have 
high levels of lead. Similarly, another 
study by CEPHED revealed that the 
toys children play with contain several 
toxic and heavy metals, including 
lead, mercury, cadmium, chromium 
and bromine. 

In response, the Government of Nepal 
has fixed the maximum permissible 

level of lead in paints at 90ppm, which 
is the internationally accepted standard. 
Further, the paint industry and asso-
ciations like the Federation Of Nepalese 
Chamber Of Commerce & Industries 
must be urged to comply with the 
standard, and legislative and institutional 
arrangements should be made for effective 
implementation and monitoring.

INFRASTRUCTURE

ADB willing to provide concessional 
loan for solar plant: The Asian Devel-
opment Bank, under its Climate 
Investment Fund, is willing to provide 
USD 20 million (NPR 2.11 billion) in 
concessional loans to establish a large 
scale solar plant in Nepal. The project 
is still under discussion and the size of 
the project is expected to be about 50 
MW. Meanwhile, the installation of 
a 25 MW solar plant funded by the 
World Bank has been delayed.71

Mobilize local funds for Budhi 
Gandaki Hydropower Project: The 
parliamentary Agriculture and Water 
Resources Committee (AWRC) has 
asked the government to develop 
the 1,200 MW Budhi Gandaki 
Hydropower Project by mobilizing 
domestic resources. The government 
had planned to use half of the NPR 1 
billion (USD 9.48 million) Indian line 
of credit for the project.72  

NAC to expand its fleet: Nepal Airlines 
Corporation (NAC), through its 
10-year business plan (2014-2024), 
has proposed to procure four wide 
body and five narrow body jets for long 
haul routes. The tourism minister has 
asked Nepal Airlines to proceed with 

its plan to acquire jets. Similarly, the 
Tourism Secretary has directed NAC to 
submit a report on purchasing at least 
eight fixed wing and four rotor wing 
aircrafts. NAC has also been instructed 
to study the feasibility of procuring 
two wide-body and two narrow-body 
aircrafts for the international sector.73 

NAC seeks management consultancy 
services: Nepal Airlines Corporation 
(NAC) has requested for Letter of 
Intent to improve its overall system 
performance by hiring a management 
consultancy service provider in the 
first phase and handing over the man-
agement contract in the second phase. 
Twenty one international firms have 
submitted letter of intent to provide 
management consultancy to NAC. 
The management consultancy services 
include a need assessment and gap 
analysis of the overall organization 
and subsequent implementation of an 
overall improvement scheme at NAC.74 

Delay in construction of Panchthar 
Airport: The construction of the 
proposed airport in Panchthar, Ranitar 
is yet to take off even though two years 
have elapsed since the detailed project 
report was finalized. The estimated cost 
of the 670 meter long and 40 meter 
wide runway is NPR 165.4 million 
(USD 1.58 million).75 

Govt. fails to meet road expansion, 
repair targets: The government has 
failed at meeting its target to expand 
and repair roads within the Valley. By 
the end of the last fiscal year, the gov-
ernment was unable to complete even 
50% of the targeted projects. In fiscal 
year 2014-15, of the targeted 87 km, 
only 46 km of road expansion and 
repair targets were met. It also managed 



20 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

Macroeconomic Overview

to construct only 9 km of sewer pipes 
and 7 km of embankment during the 
same period. 

Similarly, only 282 km of the total 800 
km pipeline for the Melamchi drinking 
water supply project was laid. The 
Kathmandu Valley Road Improvement 
Project had set a target to complete the 
expansion and construction of 8.59 
km road sections but only 5.51 km 
road sections have been completed 
so far. Meanwhile, the division road 
offices of Kathmandu, Lalitpur and 
Bhaktapur completed only 24 km road 
sections against the target of 42.4 km. 
The Kathmandu Metropolitan City 
also failed to achieve it target of con-
struction 26 km sections, managing 
instead to complete only 12 km.76 

 

MANUFACTURING AND TRADE

The ongoing crisis and prolonged protest in 
the country’s Tarai belt has greatly impacted 
the country’s supply and distribution system. 
Since majority of the country’s industries 
are located in the Tarai belt, the industrial 
corridors remain shut and those that are 
operating are running at a very low capacity. 
The obstruction in Tarai has resulted in a fall 
in trade from the southern customs points 
while trade through the northern points 
had already disrupted due to the physical 
damage caused by the earthquake. This has 
resulted in the dwindling of the already small 
export portfolio and is also likely to cause a 
fall in imports. 

Foreign trade scenario: Table 1 high-
lights the foreign trade situation of 
Nepal in the first three months of the 
current FY 2015-16. The country’s 
total export has witnessed a significant 
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drop of 25.4% with a value of NPR 16 
billion (USD 151.6 million); the drop 
was only 2.3% during the same period 
last fiscal. Exports to all countries has 
fallen with exports to China facing the 
highest volatility witnessing a 66.5% 
downfall; during the same period last 
fiscal, exports to China had increased 
by 93.2%. The fall in export to China 
is mainly attributed to the decrease 
in exports of tanned skin, readymade 
garments, noodle, rudrakshya, etc. 

In terms of import, the current supply 
crisis has shrunk the total import value 
as well with imports falling by 31.9% 
to NPR 130 billion (USD 1 billion). 
Contrary to this, imports to Nepal 
had mostly witnessed growth with the 
sector registering a growth of 24.4% 
during the same period last fiscal. 

Top exports, imports: Cardamom has 
overtaken Zinc sheet as the highest 
value item exported to India. The 
country exported cardamom worth 
NPR 1.01 billion (USD 9.57 million) 
which is a growth of 169.7% in com-
parison to the same period last fiscal. 
However, majority of other exported 
items have registered a slump. Although 
Zinc sheet witnessed a slump of 59.2%, 
this decrease has translated into a high 
monetary value fall in exports with 
export falling from NPR 1.7 billion 
(USD 16.1 million) to NPR 696.2 
million (USD 6.5 million). In terms 
export to China, the export of hand-
icraft, Pashmina and woolen carpet 
registered a growth of 89.9%, 115% 
and 120% respectively. This amounted 
to the export of handicrafts worth 
NPR 96.9 million (USD 918,222), 
Pashmina worth NPR 10.3 million, 
and woolen carpet worth NPR 60.2 
million (USD 570,453).

Petroleum products still remain the 
highest value imported good. This, 
however, witnessed a fall of 56.7% 
amounting to NPR 13.58 billion 
(USD 128 million). During the same 
period last fiscal, Nepal imported 
petroleum worth NPR 30.86 billion 
(USD 292 million). This sharp decline 
can to some degree be attributed to the 
fall in petroleum prices; however, to 
a larger degree, this can be attributed 
to the current supply disruptions. The 
overall import from India has declined 
by 35.4% during the review period. 
The import of steel sheets, meanwhile, 
witnessed a rise of 205.2%; this can 
be the result of the ongoing recon-
struction process in the aftermath of 
the April earthquake.77

Trade deficit: Nepal’s total trade 
deficit for the first three months of the 
current fiscWal shrank by 32.8% to 
NPR 113.68 billion (USD 1 billion), 
the same had expanded by 29.1% 
during the same period last fiscal. 
The devastating earthquake and the 
resultant slowdown of trade, and then 
the unrest in the Tarai region along 
with supply disruptions have all con-
tributed to the significant contraction 
of total trade deficit.

Trade surplus with 32 countries: Nepal 
conducted trade with 180 countries 
among which the country registered 
trade surplus with 32 countries. 
However, very little trade takes place 
with these countries as Nepal lacks a 
good manufacturing base to export 
greater volume or variety of products. 
With India and China being the largest 
trading partners, the second largest 
export destination is the United States 
followed by Germany, Belgium, China 
and the United Kingdom. In terms of 
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import, after India and China, the top 
import destinations are United Arab 
Emirates, Thailand and Argentina.78

BOP surplus: Nepal’s Balance of 
Payment (BoP) registered a significant 
surplus of NPR 64.15 billion (USD 607 

million) during the first quarter of FY 
2015-16, while during the same period 
last fiscal BOP surplus stood at NPR 
2.96 billion (USD 28 million). The 
decrease in imports accompanied by con-
sistent growth in remittances has resulted 
in a high current account surplus. 

Trade policy launched: Nepal launched 
a new Trade Policy that includes pro-
visions aimed at promoting service 
trade, protecting intellectual property 
rights, and implementing decisions 
taken during the Ninth World Trade 
Organization Ministerial Conference. 
The new policy, launched by the 
Ministry of Commerce and Supplies, 
will replace Trade Policy 2009. This 
policy is expected to promote domestic 
industries while utilizing trade as a tool 
of economic development. 79 

The policy provides tax refund on 
purchase of raw materials for export-
oriented industries and also provides 
refund on value added tax and excise 
duty imposed on outsourced goods 
produced domestically provided the 
purchase is meant for exports. The 
question, however, remains on the issue 
of how well the trade policy is going 
to be implemented as the preceding 
policy was also not able to attain the 
targeted improvements due to lack of 
effective implementation.

New trade route: The Department of 
Road has started exploring the pos-
sibility of linking India and China by 
connecting Thori of Parsa with Rasu-
wagadhi border point of Rasuwa. The 
department has invited expression of 
interest for the feasibility study of the 
road link which will be the North-
South corridor. The planned Thori-
Rasuwagadhi road will be linked with 
Birgunj, providing access to Raxaul, 
India. If the proposed study shows 
feasibility, the department, in the next 
phase, will move ahead for a detailed 
project report.80 

Detention charges at Birgunj to be 
waived: Himalayan Terminal Pvt. Ltd 

Table 1: Foreign Trade Statistics for the first three months of FY 2015-16 (in millions)

NPR in millions 2013/14 2014/15R 2015/16P
Percent Change

2014/15 2015/16

TOTAL EXPORTS 91991.3 85319.1 16809.1 -2.3 -25.4

To India 59613.7 55864.6 8694.4 -6.4 -35.9

To China 2840.7 2229.9 298.0 93.2 -66.5

To Other Countries 29536.9 27224.6 7816.7 -0.4 -3.3

TOTAL IMPORTS# 714365.9 774684.2 130486.1 24.4 -31.9

From India 477947.0 491655.9 80074.6 22.8 -35.4

From China 73318.6 100166.4 20245.9 40.1 -13.3

From Other Countries 163100.2 182861.9 30165.6 21.5 -32.2

TOTAL TRADE BALANCE -622374.6 -689365.1 -113677.0 29.1 -32.8

With India -418333.3 -435791.3 -71380.2 27.8 -35.3

With China -70477.9 -97936.5 -19947.9 38.6 -11.2

With Other Countries -133563.3 -155637.3 -22348.9 27.8 -38.6

TOTAL FOREIGN TRADE 806357.2 860003.3 147295.2 20.9 -31.3

With India 537560.7 547520.5 88769.0 19.2 -35.4

With China 76159.3 102396.3 20543.9 41.5 -15.2

With Other Countries 192637.1 210086.5 37982.3 17.6 -27.7

Based on customs data R=Revised / P=Provisional   

# Imports from Mechi and Krishna Nagar Customs are not included in 2015/16

Source: NRB Report –Current  Macroeconomic Situation, Based on three months data of 2015/16
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(HTPL) has decided to waive detention 
charges for cargos stuck at the Inland 
Clearance Depot (ICD) of Birgunj. 
This waiver is applicable to cargos 
detained during the period of Sep-
tember 20 to October 29, 2015. HTPL 
is a Nepal-India joint venture terminal 
management company. The waiver 
includes warehouse charges, open yard 
charges and container parking charges. 
This decision is expected to bring some 
respite to importers facing the heat 
of Tarai protests. According to Nepal 
Intermodal Transport Development 
Board, 250 cargo containers, 40,000 
ton of bulk cargos, and 90,000 tons of 
break bulk cargos are stuck at Birgunj.81

Rice and paddy import rises: The 
import of rice and paddy witnessed a 
surge of 43.4% amounting to NPR 
24.75 billion (USD 234.54 million) 
during the first three months of current 
fiscal year. Less than expected summer 
harvest, given the late monsoon and 
untimely rain, resulted in the rise of 
imports. Nepal’s dependence on India 
was evident with the unmet demand 
of rice being fulfilled through import 
from India.  It is estimated that the 
country will be importing rice worth 
more than NPR 40 billion (USD 379 
million) this fiscal year as the country’s 
food basket—Tarai region, was hit 
hard by drought.82  

REAL ESTATE

Housing and real estate represents a sig-
nificant portion of most people’s wealth and 
this is especially true for many people in 
Nepal. It is estimated that many Nepalis have 
their net worth tied up in real estate. The size 
and scale of the real estate market within the 

FUNDAMENTAL CONSTRUCTION BYLAWS ON 
SETTLEMENT DEVELOPMENT, URBAN PLANNING 
AND BUILDING CONSTRUCTION 2015

The government has introduced new urban planning and building construction 
bylaws aimed at developing safer buildings equipped to deal with future disaster 
risks. The newly announced “Fundamental Construction Bylaws on Settlement 
Development, Urban Planning and Building Construction 2015” comes on the 
heels of the devastating earthquake that claimed numerous lives and caused 
extensive damages to properties, including buildings constructed without following 
basic building safety codes. The highlights of the new bylaws—which is aimed at 
addressing the “shortcomings” of National Building Code of 1994—are listed below:

• The new bylaws provision for 
formation of a Central Urban Planning 
and Building Construction Bylaws 
Improvement and Supervision 
Committee to facilitate the 
implementation of the new building 
code.

• Secretary of Ministry of Urban 
Development will coordinate the 
committee and will have joint 
secretaries of other ministries 
and director generals of survey, 
archaeology and geology departments 
as members. 

• The new building bylaws state that 
buildings up to 10 meters will be 
required to leave a minimum of 1.5 
meters setback from the border of the 
land plots.

• Only houses up to three storeys that 
have a common height can be joined 
together.

• Public buildings up to 17 meters high 
must leave a minimum setback of 3 
meters while non-public buildings up 
to 17 meters have to allocate 2 meters 
for setback. The minimum setback for 
even taller buildings is 5m.

• The roads in new settlements have 
to be at least 8 meters wide to be 
eligible to construct buildings. The 
bylaw envisions house pooling for 
existing dense settlements.

• Regarding right of way, homeowners 
have to leave a minimum of 3m from 
the center of the road connecting 
the house to account for possible 
expansion.

• Residential buildings cannot cover 
more than 70% of land for plots 
up to 250 square meters and the 
ceiling is fixed at 60% for larger 
plots.

• The outer pillars of a building or 
isolated column footing should be 
built at least 1m within the boundary 
of the plot.

• The fences around the house 
should not be taller than 1.2 meters 
but installing safety nets up to 0.6 
meters high on top is allowed.

• Soil testing and seismic analysis 
has been made mandatory for 
constructing all public buildings and 
private houses taller than 3 storeys. 
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Kathmandu valley make it an attractive and 
lucrative sector for many investors in Nepal.  

United States support to housing 
reconstruction: The United States Gov-
ernment through US Agency for Inter-
national Development (USAID), in a 
press release dated October 28, 2015, 
announced three initiatives to support 
the Government of Nepal’s model of 
owner-driven housing reconstruction 
following the April 25 earthquake.

a) The “Baliyo Ghar”, a five-year, USD 
8 million (NPR 844.24 million) 
program will be implemented by 
Nepal Society of Earthquake Tech-
nology (NSET) in cooperation 
with the Ministry of Urban Devel-
opment, Ministry of Federal Affairs 
and Local Development, Council of 
Technical Education and Vocational 
Training and National Planning 
Commission. The project aims 
to support the establishment of 
a National Reconstruction Tech-
nology Center and three training 
centers at the district and local levels 
in Dolakha, Dhading and Nuwakot 
districts.

b) The USAID will expand its ongoing 
resilience project SABAL by 
investing USD 2.7 million (NPR 
284.93 million) in training local 
masons in Sindhupalchok and 
Kavrepalanchok districts.

c) USAID has made a USD 9.6 million 
(NPR 1billion) contribution to 
the World Bank Nepal Earthquake 
Reconstruction Multi-Donor Trust 
Fund for supporting the Gov-
ernment of Nepal led beneficiary 
survey in the 14 most affected dis-
tricts; this includes the provision of 

housing reconstruction cash grants 
to affected homeowners.83

The USAID programs will train an 
estimated 13,500 local construction 
professionals and educate more than 
285,000 affected homeowners on 
building earthquake resistant homes. 
The new projects and expansion of 
existing programs are valued at more 
than USD 20 million (NPR 2.11 
billion) which is part of the USD 130 
million (NPR 13.72 billion) com-
mitted by the US government in 
response to the earthquake.

Decrease in credit against security 
of real estate: Loans against land and 
building during the first quarter of this 
fiscal year 2015-2016 has decreased. 
Only 44.24% of loans were extended 
against land and building in the first 
quarter of this fiscal year. During the 
same period last fiscal year, 59.56% 
of loans were disbursed against the 
security of land and buildings.84

No decrease in application for building 
permits: Despite the shortages of con-
struction materials, there has not been 
any decrease in the application for 
building permits. As during normal times 
the Kathmandu Metropolitan City has 
been receiving 20 to 25 building permit 
applications each day. This has been 

attributed to application for buildings 
permits from people who have lost their 
home to the April 25 earthquake and 
people who want to make their existing 
houses earthquake resistant.85 

 REMITTANCE 

Ever since the twin earthquakes devastated 
the country six months ago, remittance 
inflow to Nepal has increased by 24%. Due 
to this, the net transfer receipts have also 
risen significantly by 27.3% to NPR 191.67 
billion (USD 1.81 billion) in the review period 
compared to a decrease of 3.8% in the same 
period of the previous year. In the past six 
months, remittance has mostly been used 
for the rebuilding of damaged properties and 
for household expenses. 

Rise in remittance: Workers’ remit-
tances increased by 24% to NPR 
166.42 billion (USD 1.57 billion) 
in the review period compared to a 
decrease of 0.6% in the same period 
of previous fiscal (see Table 2). 
Remittance inflow had slowed down 
during the first half of the last FY 
2014-15 as the money was diverted to 
fund gold smuggling into the country; 
however, the inflow recovered after 
the government initiated measures to 
curb remittance inflow through illegal 

Table 2: Rise in Remittance (NPR in billions )

Particulars
2013/14 2014/15 2015/16 P

Percent change
During 3 months

3 Months Annual 3 Months Annual 3Months 2014/14 2015/16 P

Grants 13077.6 48519.8 6962.3 52855.4 16367.0 -46.8 135.1

Workers' remittances 135033.9 543294.1 134189.9 617278.8 166421.1 -0.6 24.0

Pensions 9171.1 41373.1 41373.1 42388.0 9518.0 9.1 -4.8

Source: NRB
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channels. The volume of remittance 
increased post earthquake as Nepali 
migrant workers started sending home 
money to rebuild houses damaged by 
the twin earthquakes.86

Decline in foreign employment: The 
number of Nepali workers seeking 
foreign employment has decreased by 
12.6% in the first three months of FY 
2015-16 (see Figure 3). In the same 
period of the previous fiscal year, the 
number had increased by 26.7%; as 
a result, remittance had increased in 
the same pace. Though the number of 
migrants leaving for foreign jobs has 
declined, remittance inflow to Nepal 
has increased by more than 20% in the 
last few months.87 

Remittance for Reconstruction and 
Recovery: Remittances work along the 
same line as multilateral development 
banks, regional development banks, 
bilateral development partners and 
international NGOs when it comes 
to external resources for post disaster 
reconstruction. During the period right 
after the earthquake, between mid-
April and mid-June, remittances worth 

NPR 63 billion (USD 596.9 million) 
were sent to the county compared to an 
average inflow of NPR 47 billion (USD 
445.3 million) in the earlier months. 

Remittances have been an invaluable 
resource for post-earthquake recon-
struction with most of it being spent 
on local goods and services. Studies 
throughout the world have, however, 
shown that remittance cannot be 
a replacement for investment and 
reconstruction in long run which is 
why it is important that remittance 
does not become a substitute for 
structural development. Currently, 
remittances make up almost 30% of 
Nepal’s GDP; the country is among 
the top three remittance recipients in 
the world.88 

Remittance to the rescue: The 
ongoing unrest and the disruption 
in supplies has shattered Nepal’s 
economy. The government is now 
expecting a negative growth of 
0.9% for this fiscal year. With low 
fuel supply and food security in the 
country, many are seen suggesting 
the government to diversify its trade 

relations with other countries. Nepal’s 
economy has so far withstood the 
crisis because of remittance inflow, 
agriculture production and black 
market. The only reason economy 
has managed to survive in Tarai is 
because of the inflow of remittance.89 

TELECOMMUNICATION AND  
MEDIA 

The number of telecom users in the 
country registered a growth of 13% 
between July 2014 and July 2015. The 
telephone penetration crossed 100.64% 
in July-August 2015, whereas the internet 
penetration rate increased to 44.11%. As 
of July-August 2015, Nepal Telecom and 
Ncell together held a combined market 
share of approximately 92% telecommu-
nication subscribers, with the remaining 
8% shared by four other telecom com-
panies. In the data/internet segment, 
Nepal Telecom dominates the market 
with 56.61%, while Ncell holds 40.95% of 
the market. 

Hello Nepal extends services to rural 
areas: Nepal Satellite Telecom (NST) 
has now emerged as a rural based 
service provider with Hello Nepal. To 
make communication accessible to 
everyone, particularly the rural public, 
NST had started its GSM service in 
2008 by acquiring license from Nepal 
Telecom Authority (NTA). It had ini-
tiated its agreement to provide service 
in 273 village development committees 
of mid-western Nepal. After getting 
approval from NTA, Hello Nepal has 
now expanded its service to all dis-
tricts of western, mid-western and far-
western regions. It now plans to provide 
services in the capital as well. Hello 

Figure 3: Number of Foreign Employment

Source: Foreign Employment Department



NEFPORT ISSUE 23 – JANUARY 2016 |  25

Macroeconomic Overview

DOCKING NEPAL’S ECONOMIC ANALYSIS 

Nepal is the third company providing 
GSM services in Nepal.90 Unlike other 
service provider, Hello Nepal initiated 
its services first in rural areas and is now 
gradually expanding to urban areas.

TeliaSonera to gradually exit Nepal 
market: TeliaSonera, parent company 
of Ncell, has announced its plans to 
gradually exit from Nepal and other 
six areas of Eurasia region. The Swedish 
multinational company revealed that 
this plan is targeted to increase focus 
on its regions in Europe and Sweden 
as per the new strategy.91 Currently, 
TeliaSonera owns 80% of the stake in 
Ncell. Board and management of Telia-
Sonera decided to focus its time and 
resources on developing operations in 
Europe and Sweden, owing to change 
in the telecommunications market. 
The company has stated that although 
the process to reduce its presence has 
started, they have not been able to 
estimate how long it will take them to 
conclude the process.

Telephone subscribers reach 28.3 
million: According to the Nepal Tele-

communication Authority (NTA), 
Nepal’s voice telephony subscribers hit 
28.34 million during mid-July, 2015, 
up from 28.10 million in mid-June. 
Nepal’s mobile voice subscriber base 
also witnessed an increase during mid-
June, with NTA registering a total sub-
scriber base of 26.6 million users, up 
from 26.4 million in June. The country’s 
voice telephony services market was led 
by Nepal Telecom with 13.12 million 
subscribers, closely followed by Ncell 
with 13 million users.92

Mobile phone dominates telecom 
market: Mobile phone services con-
stitute 94% of the telecom market 
share as shown in Figure 4. The 
remaining 6% is occupied by fixed 
and other (Limited Mobility, GMPCS, 
etc.) telephone services. In the mobile 
telephone sector too, the GSM users 
make up for around 95% of the market. 
Data released by Nepal Telecommuni-
cations Authority suggests that almost 
every single person in Nepal now owns 
a mobile phone.93

TOURISM

Nepal’s tourism industry’s downward 
spiral started with the accident of Turkish 
Airlines at the country’s only international 
airport leading to cancellation of inbound 
and outbound international flights. A month 
later, the country was hit by a devastating 
earthquake which damaged a number of 
cultural and historic monuments and also 
resulted in negative travel warnings against 
the country citing safety issues. Thereafter, 
violent protests in the country’s Taraibelt 
and the resultant fuel shortage have made 
it difficult for the tourism industry to get 
back on track. 

Post-earthquake, the government and 
private entrepreneurs had carried out pro-
motion campaigns in different markets. 
This had created a positive impact with 
tourist flow picking up and the country pre-
paring for its trekking season by reopening 
trekking route. This situation, however, 
did not last long with the situation further 
worsening due to the political unrest. 

Tourism Act to be amended: The 
Tourism Act 1978 is in line for an 
amendment with the Ministry of 
Culture, Tourism and Civil Aviation 
working to amend the bill to make it 
more relevant to the current scenario. 
The existing Act—being very old—
has provisions that obstruct growth 
of different tourism-related organi-
zations and the tourism industry as a 
whole. The Trekking Agencies Asso-
ciation of Nepal (TAAN) has urged 
the government to amend the Act and 
also to assist the National Planning 
Commission in formulating Nepal’s 
Tourism Master Plan.94

Annapurna Circuit gets check posts, 
shelter houses: Annapurna circuits’ 
Mustang section now has shelter 
houses to provide shelter to trekkers 
against blizzards. The circuit was hit 
by a major blizzard a year ago resulting 
in the death of 40 people; these casu-
alties could have been minimized had 
the infrastructure been in place. The 
shelter houses are being constructed in 
five strategic places, though the con-
struction of one of these shelters at 
Hitan valley is being stalled because of 
local disputes. These houses have the 
capacity of housing 60 individuals and 
are located in Dome Camp, Surkhang, 
and two along the Mustang-Dolpa 
trekking route. The shelter houses were 
constructed with an investment of 

Figure 4: Market share of telephone 
services in Nepal (2015)

Source: Nepal Telecommunications Authority
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NPR 8 million (USD 75,807) with free 
labor contribution from the locals.95

Annapurna Conservation Area Project 
is also setting up two new check posts 
in Muktinath area of Mustang district. 
These check posts will keep information 
of trekkers who will be provided with a 
weeklong weather forecast and infor-
mation about the trekking route.96

Trekking promotion on Instagram: To 
reinstate visitor confidence in Nepal as 
a safe tourism destination, the Great 
Himalayan Trails (GHT) carried out 
a promotional campaign targeted spe-
cifically at hikers. Four international 
and two local Instagram influencers 
were taken to explore renowned des-
tinations within Nepal and share their 
experience with their followers through 
post-earthquake pictures of these 
places. The photos were shared using 
the hashtag #MyGHT on Instagram. 
The campaign, which was carried out 
in collaboration with UK Aid funded 
Samarth-Nepal Market Development 
Programme and Yeti Airlines, has 
reached 6.85 million Instagram users 
and has witnessed engagement from 
both local and international audience.97

Tourism revival campaign: The 
National Tourism Promotion Com-
mittee (NTPC) is looking to establish 
emergency funds to revive the 
earthquake hit tourism sector. The 
committee led by Tourism Minister 
Kripasur Sherpa has asked the Ministry 
of Finance to make available NPR 600 
million (USD 5.7 million) to facilitate 
the planned activities. The budget 
will be used to launch promotional 
campaign in source markets, specif-
ically India and China. The committee 
proposes to set aside NPR 334 million 

(USD 3.16 million) for Business-to-
Consumer (B2C) marketing through 
media and electronic medium. The 
marketing strategies will be focused on 
India, China, US, UK, Japan, Germany, 
France, Italy and Spanish speaking 
markets. Priority has also been given 
to Meeting, Incentives, Conferences 
and Exhibitions (MICE) tourism with 
NPR 20 million  (USD 189,519) seg-
regated to support MICE tourism. 
NPR 20 million (USD 189,519) has 
been isolated for trekking trail pro-
motion. NTPC also proposes to spend 
NPR 10 million (USD 94,759) on 
conservation of cultural heritage and 
promotion of domestic tourism.98 

Process for appointing NTB Chief 
cleared: The Board of Directors 
of Nepal Tourism Board (NTB) 
has received clearance from Patan 
Appellate Court to commence its 
process of appointing a new chief fol-
lowing the old process. Dispute arose 
when NTB invited fresh applications 
all the while continuing a previous 
hiring process for the same position. 
Four of the applicants who had been 
shortlisted in the pervious process had 
filed a writ seeking annulment of the 
new process. However, despite this 
clearance, the process can be stalled 
if the fresh applicants file writs at the 
Supreme Court against the decision 
of the appellate court. The process has 
already been marred with controversies, 
disputes and court cases resulting in 
NTB working sans a chief.99 

Fuel shortage cripples hotels, res-
taurants: The unofficial trade blockade 
imposed by India and prolonged Tarai 
unrest has resulted in the shortage of 
fuel and cooking gas across the country, 
crippling the operation of hotels and 

restaurants. Around 40% of hotels and 
restaurants in Kathmandu have already 
shut down. Despite vacancy, hotels are 
unable to take in customers due to their 
inability to provide food and water and 
are, thereby, on the verge of closing.100  

Hotels have started down-sizing their 
menus and various other services. The 
hotel owners fear that even this scaled 
down service will be difficult to fulfill 
if the crisis prolongs further. Hotel 
occupancy in Kathmandu currently 
stands at 25-35% which is one of the 
lowest occupancy during the peak 
tourism season. Previously, occupancy 
stood at 80-90% during the autumn 
tourist season.101 

Bigger hotels depend on diesel and 
cooking gas given the unreliable elec-
tricity supply with extended load-
shedding hours. Tourism industry, 
which had started recovering after the 
earthquake, has again started to go on a 
downward spiral.102

Tourism jobs being cut: Resultant of 
the aftermath of the April Earthquake 
and the recent political turmoil, tourist 
arrivals and spending has dropped 
drastically. People who are directly or 
indirectly employed in the tourism 
sector are facing drastic job cuts with 
porters, cooks and travel guides being 
hit the hardest. Even the peak trekking 
season saw very few visitors. In 2014, 
the Annapurna area witnessed a total 
of 15,000 tourists; this year, only 4000 
tourist visited the region.103  

Trekking app launched: With the 
launch of HoneyGuide, a locally 
developed trekking app for mobile 
phones, trekkers visiting Nepal will no 
longer need a guidebook. Developed 
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by Wolfmatrix, this app targets 
trekkers who want to travel within 
three different regions in Nepal– 
Everest Region, Annapurna Base 
Camp and Ghorepani-Poon Hill. The 
HoneyGuide app contains detailed 
information on travel itinerary, safety 
procedures, along with location and 
review of lodges. The developers have 
attempted to put up well researched 
content and unique features of each 
destination. The app also contains 
place cards which includes context-
sensitive information that is available 
depending on its timeliness. The app 
also features deviation alert system and 
warns trekkers if they are off the trail, 
a climb alert if they have trekked too 
high in a day, and an avalanche alert 
if they are walking into an avalanche-
prone area. More importantly, most 
of the information in the app can be 
accessed without internet.104  

Cycle tourism gains traction in 
Mustang: The terrain in Mustang not 
only offers an excellent cycling trail 
and favourable climatic condition 
but also  breathtakingly beautiful 
scenery of the valley. This is probably 
the reason cycling is gaining popu-

larity among the tourists. A bicycle 
trip around lower Mustang takes three 
to five days with visitors having the 
option to choose between the Jomsom-
Kagbeni-Muktinath-Magi route and 
the Jomsom-Muktinath-Marpha route. 
Moreover, the popularity of cycling 
has encouraged authorities in Pokhara 
to develop the destination as a bicycle 
friendly area.105    

Entry fee hiked: The Hanuman Dhoka 
Durbar Area Conservation Committee 
has hiked entry fee for tourist visiting 
the Kathmandu Durbar Square. As per 
the new fee, international visitors not 
belonging to member states of South 
Asian Association for Regional Coop-
eration will now be charged NPR 1000 
(USD 9.5) instead of the previous fee of 
NPR 750 (USD 7.1). The Committee 
has established a trust for the recon-
struction and restoration of the mon-
uments in the Durbar Square, which 
suffered damages during the April 
Earthquake. This trust will receive the 
additional NPR 250 (USD 2.4) col-
lected from the hiked visitor fees.106  

Dhaulagiri Icefall Trekking Route com-
pleted: The construction of Dhaulagiri 

Icefall trail in Myagdi has been com-
pleted. The trail connects Myagdi with 
Mustang and is an alternative to the 
Beni-Jomsom foot trail which now is 
connected with motor roads. The con-
struction of the track from Rungese to 
Daubki was completed with financial 
assistance of NPR 1 million (USD 
9475) from the Ministry of Tourism. 
With the completion of the trail, the 
works to install information boards 
along the path will commence with 
view towers planned to be installed at 
Sobangdhuri and Dahabuki.107 

Tourism statistics plunges: Ministry 
of Finance has published a report citing 
a 46% plunge in tourist arrivals in the 
first ten months of the current fiscal 
year. The country lost 353,330 tourists, 
resulting in the loss of foreign exchange 
earnings. It is estimated that arrivals 
will drop by at least 55% this year. 
Moreover, tourists are also staying for 
a shorter time period with the current 
average being six days; earlier, the 
average length of stay was 12.44 days. 
Furthermore, employment in hotels 
and restaurants has fallen by 50%.108   
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The unavailability of fertilizers is expected to result in a sharp decline 

in agriculture production. Agro imports already feature on the list of 

country’s top imports; the current situation means agro imports will 

skyrocket in the future, which translates to increased cost of food prod-

ucts putting additional burden on consumers. Further, if the ongoing 

supply disruptions and Madhes agitation continues, Nepal can head 

towards a food crisis. The country needs to take immediate steps to 

regain from the expected sharp downfall and work on agriculture sector 

development.

Government has been taking multiple steps to restructure the education 

sector of the country. Despite the setback brought by the earthquake 

and ongoing protests, the government appears to be positive in achiev-

ing some of its goal set for the education sector. The main challenge 

for the educational institutes now seems to be completing the course 

syllabus and conduct regular classes amidst the fuel shortage and pro-

tests in the Tarai region.

Nepal’s sole reliance on its southern neighbor for its petroleum prod-

ucts and LPG supply has heightened the fuel crisis. Had this not been 

the case, the country would not have crippled as soon as Indian fuel 

stopped flowing to Nepal. What the government immediately needs to 

do is look for alternative paths for import of petroleum products and, at 

the same time, look at harnessing alternative sources of energy. The 

government has already announced its plans to take various steps for 

electricity generation, transmission and distribution. If Nepal can learn 

from its mistakes and take immediate course of action, it can expect a 

new age in energy sector.

In the foreign aid section, the current economic blockade and subse-

quent fuel shortage has brought development projects to a standstill. 

With the fiscal year end for various bilateral donors nearing, it is essen-

tial to develop projects to channel the pledged aid.

Despite political instability, Nepal has already achieved various Millen-

nium Development Goals. However, the ongoing unrest threatens to 

derail the country’s progress in the health sector. The crisis comes at a 

time when the sector was already grappling to deal with the challenge 

of restoring its health infrastructure that was damaged during the earth-

quake. Unless the situation improves quickly, the country is in danger 

of witnessing a nationwide health crisis. 

In terms of infrastructure, many of the targeted projects remain uncom-

pleted. As in the past, the problem is that of coordination between the 

various government agencies. These agencies need to work together in 

harmony to speed up the infrastructure development works. 

The obstructions at border points  have greatly highlighted Nepal’s 

unhealthy dependence on India for trade. The geographical difficulties 

of expanding trade with China had discouraged Nepal from pursuing 

a proactive strategy to increase trade with China. However, given the 

current economic hardship resultant of obstructions at border points, 

the need to diversify trade is much more evident now. Nepal needs to 

start adopting futuristic proactive economic and trade policies so as to 

avoid reactive policy blunders that cripples the economy.  

The Nepal Rastra Bank’s directive to provide refinance facility to banks 

and financial institutions aimed at promoting the housing loan at 2% 

concessional interest to the earthquake victims has not taken off. It 

is expected that the demand for this loan will increase with the com-

mencement of government led rehabilitation and reconstruction work. 

It is expected that infrastructure projects along with the housing and 

real estate sector will hit a major snag as a result of increased mate-

rial cost and shortage of construction materials caused by the current 

economic crisis.

Remittance has contributed significantly to Nepal’s economic develop-

ment. With around half a million youths entering the job market every 

year, the Government of Nepal must develop a policy to strategically 

deal with remittance alone in order to maximize the benefits of remit-

tance in nation building. The promotion of the use of official remittance 

for a purpose should be the next and fast agenda for the government. 

In the telecommunication and media sector, Ncell has managed to give 

a stiff competition to Nepal Telecom in just a couple of years. With 

TeliaSonera, the parent company of Ncell, withdrawing its stake from 

the company, it will be interesting to see how the dynamics of the tele-

com sector in the country will change. Meanwhile, the users of internet 

and mobile services are steadily increasing thus increasing the internet 

and mobile penetration throughout the country.

The April Earthquake and the subsequent strikes in various parts of the 

country have stalled the growth of tourism in Nepal. While the prolonged 

unrest in Tarai region has prevented regional tourists, especially tour-

ists from India who use the land route, to visit Nepal; uncertain political 

situation is a major factor why international visitors are hesitant to visit 

the country. The overall tourism statistics has fallen and the industry has 

witnessed another disappointing tourism season. The impact on tourism 

industry will negatively impact the economy and will have ripple effect 

on related industries. Moreover, tourism sector employees remain highly 

vulnerable. In cases where contracts have not been signed, the employ-

ees remain vulnerable to salary cuts and job cuts with some being forced 

to take unpaid leaves. 

 MACROECONOMIC OUTLOOK
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BACKGROUND

Just months after the two devastating 
earthquakes, Nepal finds itself entangled 
in yet another spell of turbulence. 
Although the country promulgated the 
long awaited constitution more than 
seven years after the election for the first 
constituent assembly, the political turmoil 
that has evolved in the run up to its prom-
ulgation and afterwards has dented hopes 
of expediting post-quake reconstruction 
and moving swiftly towards economic 
growth and development. The unrest 
in the Tarai-Madhes region and the dis-
ruptions in supply which followed subse-
quently after the promulgation of the con-
stitution have crippled economic activities 
in the country with petroleum products 
and other essential goods import from 
India being severely restricted.

AGRICULTURE

With over 70% of Nepal’s population 
engaged in agriculture sector and with 
its contribution to the GDP at 38%, the 
impact of the ongoing crisis on this sector 

has been significant.109 The stress on the 
agriculture sector by the unrest in the 
Tarai-Madhes region and the disruption 
in supplies is expected to compound 
the growth challenges that the sector is 
already reeling under. According to the 
Department of Hydrology and Meteo-
rology, the average rainfall from June 10 
to August 15 has been 74.2%110 and the 
average rainfall from August 18 to Sep-
tember 17 has been 81.9%111 of the last 
30 years’ average rainfall.  In addition to 
poor monsoon and the significant damage 
caused to this sector by the earthquakes, 
the prolonged unrest in Tarai-Madhes and 
the disruptions in supplies have together 
led to a shortage of chemical fertilizers, 
pesticides and disrupted market access for 
farm produce has had negative impacts on 
farm income. 

Paddy production in particular is likely to 
witness a significant drop. Less than average 
rainfall along with the shortage of chemical 
fertilizers has led to crop failures in different 
parts of the country. Paddy accounts for 
21% of the total agricultural production 

and hence a decrease in output will put 
downward pressure on overall agricultural 
growth. At present, the projected loss of 
paddy output stands at 10%. Winter plan-
tation has also been adversely affected by 
the prolonged unrest in the Tarai-Madhes 
region and wheat output is likely to decline 
by almost 30%. Fuel shortage has gravely 
affected irrigation which is vital for agri-
culture. Lift irrigation and ground water irri-
gation requires electricity and the shortage of 
diesel to substitute electricity during power-
cuts has affected agriculture in areas which 
depend upon such facilities. In FY 2014-15, 
the agriculture sector had witnessed a growth 
of just 1.9% and given the challenges that 
the sector is already reeling under within the 
first four months of the fiscal year, the same 
figure for the current fiscal year is projected 
to be just around 1%.112

While transporting fertilizers stuck at 
Birgunj dry port has not been possible, 
fresh consignments have also remained 
stranded at Kolkata port.  According to 
the Ministry of Agriculture Development, 
around 30,000 tons of essential fertilizers 
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like urea and Diammonium phosphate 
(DAP) are stuck at the Birgunj dry port. 
With the stock of fertilizers filled to 
capacity at Birgunj, around 50,000 tons 
of fresh fertilizer consignments remains 
stranded at Kolkata. Around 80% of all 
the chemical fertilizer used for winter crops 
in the country is used for wheat alone. 
The country requires an estimated 50,000 
tons of chemical fertilizers for winter plan-
tations. Transporting the available stock has 
further been affected by the acute shortage 
of fuel throughout the country. 

Livestock and dairy farming sub-sectors 
have also been adversely affected by the 
prolonged strikes in the Tarai-Madhes 
and the obstructions at border points. 
The shortage of fuel has affected supply 
of raw materials required for livestock 
and dairy farming. The interruption in 
the import of livestock feed has put agro-
based based firms under pressure. The 
acute shortage of fuel has affected col-
lection of milk from different parts of the 
country and has led to some dairies to 
announce milk holidays frequently. On 
the other hand, operating milk processing 
units have become almost infeasible due 
to the shortage of diesel and the regular 
load-shedding. The diesel requirements 
of dairies in the country amount to about 
30,000 liters a day.113 

EDUCATION

Around 3.47 million children have been 
affected due to the closure of educa-
tional institutions owing to the ongoing 
unrest in the central and eastern plains 
alone; with educational activities in dis-
tricts like Bara, Parsa, Rautahat, Siraha, 
Saptari, Mahottari, Dhanusa, Sarlahi most 

affected. In the six months between May 
and October, schools in Parsa district 
remained open for only five days instead 
of the stipulated 122 days.114 Stake-
holders and experts have expressed serious 
concerns over continuous disruptions 
in the education sector. UNESCO has 
pointed out that as illustrated by global 
experiences, when children are out of 
school for an extended period of time, 
there is a high risk of them dropping out 
of school altogether. 

Due to crippling fuel shortage, private 
schools in Kathmandu valley had been 
forced to announce extended holidays 
during Dasain whereas most schools that 
drop students home remained closed till 
the end of the festive season.115 However, 
as the supply of petroleum products and 
other essential imports failed to ease after 
the re-opening of schools, classes have 
once again been affected. While shortage 
of fuel has affected pick-up and drop 
of students, cooking gas shortage has 
affected hostels. 

Despite assurances from the Ministry of 
Education for providing fuel to schools, 
stakeholders allege that the government 
has not been able to live up to such com-
mitments. Amid continuous disruptions 
to regular operation of educational insti-
tutions, fear of loss of an entire academic 
year has been voiced by officials of various 
educational institutions.

The three-month long unrest in the 
Tarai-Madhes region has affected 
millions of students in the region, 
whereas fuel shortage owing to supply 
disruptions has affected students in 
the capital as well as other parts of the 

country. Although the coalition of agi-
tating parties in the southern part of 
the country decided on November 19, 
2015, to allow schools to open in the 
region, the continuous unrest and the 
lack of petroleum products is likely to 
affect classes. Furthermore, educational 
institutions in other parts of the country 
are likely to remain affected until the 
current crisis gets resolved.116 

ENERGY 

The energy crisis spawned by the 
obstruction of supplies from India 
accounts for a major portion of the total 
cost borne by the economy, as every sector 
depends upon fuel to operate. Although 
the import of essentials such as food items, 
medicines and the like from India have 
made life difficult in different parts of the 
country, the acute shortage of cooking gas 
and other petroleum products has greatly 
exacerbated the problems of every other 
sector of the economy threatening to 
bring it to a standstill. 

Nepal Oil Corporation (NOC)’s total fuel 
(petrol, diesel, kerosene and aviation fuel) 
storage capacity in its ten storage sites 
across the country is a mere 71,622 kilo-
liters which, according to projected sales for 
2014, accounts for only 20 days of national 
sales.117 The present crisis has exposed how 
vulnerable the country is to supply shocks 
which arise as a result of either manmade 
supply disruptions or natural calamities. 
As development works and infrastructure 
projects pick up pace, it is imperative that 
the country be able to keep its energy supply 
lines clear of disruptions and increase the 
fuel storage capacity in accordance with the 
growing requirements. 



32 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

Review

NOC is learnt to be working towards 
increasing the storage capacity in FY 
2015-16 to meet fuel requirements for 
at least 30 days. The state-owned oil 
monopoly also plans to build 35,000 kl 
capacity LPG storage plants each in Mechi-
Koshi, Janakpur, Dhading, western region 
and, mid-western or far western region.118 

Construction of hydropower projects 
in various parts of the country have also 
been halted due to lack of raw materials, 
equipment and fuel resultant of the 
current crisis. The delay in reconstruction 
of quake-damaged hydropower projects 
has adversely affected the energy sector, 
leading to revenue loss of around NPR 
2.5 billion (USD 23.6 million). Several 
ongoing projects which were expected 
to be connected to the national grid this 
fiscal year, with a combined capacity of 
100MW have been affected due to the 
crisis and are expected to lose around NPR 
3 billion (USD 28.4 million). 

The total combined loss of revenue of 
hydropower projects amounts to NPR 
5.5 billion (USD 52.1 million), a figure 
which is almost 79.5% of Nepal Elec-
tricity Authority (NEA)’s gross profit in 
FY2014-15. Construction works at 50MW 
Marshyangdi Hydro Project, 28MW Super 
Dordi Hydro Project, 49MW Lower Dordi 
Hydro project, 25MW Upper Dordi 
Hydro Project and 3MW Midim Hydro 
Project have stopped in Lamjung district 
alone.119 Similarly, reconstruction of many 
hydropower projects, like the 85MW 
Upper Bhotekoshi Hydroelectric Project 
have been halted due to the current crisis.120 

According to NEA, with the obstructions in 
supply of petroleum products from India, 

there has been a surge in the demand for elec-
tricity in most big cities. The rise in demand 
has been attributed to consumers switching 
to electronic appliances for cooking owing to 
the acute shortage of LPG. The state-owned 
power supplier’s plants currently generate 
about 380 MW of electricity whereas inde-
pendent power producers have been sup-
plying around 185 MW of electricity. The 
country has been importing around 177 
MW of electricity from India.121

Since mid-November, the government 
has resorted to selling firewood as an 
emergency alternative for cooking gas 
amid worsening crisis. Not only is the 
usage of firewood for cooking unsus-
tainable beyond emergency relief, it 
greatly threatens the already dwindling 
forest resources in the country. As the 
restrictions on the firewood collection 
have been relaxed, the country has wit-
nessed a surge in timber smuggling.122 

The acute fuel crisis that arose as a result 
of supply disruptions at border points has 
restarted the all-important energy security 
discourse as the country seeks to look for 
alternatives. While promoting alternative 
forms of energy such as bio-gas and solar 
energy at a larger scale would be welcome, 
developing the hydropower sector—which 
at present meets just 2% of the country’s 
total energy needs—in order to minimize 
the dependence on imported petroleum 
products still remains the key factor in 
the energy security equation of Nepal.123  
Similarly, immediate investments in order 
to increase storage capacity of all kinds 
of petroleum products is vital in order to 
be better placed to tackle supply shocks 
which may arise due to natural disasters of 
other manmade supply disruptions.

Figure 5: Fuel storage capacity of NOC’s 
storage sites across the country

Location Storage capacity (in kilolitres)

Kathmandu 22,940

Amlekhgunj 23,640

Biratnagar 11,530

Janakpur 240

Bhairawa 3,649

Pokhara 3,454

Nepalgunj 3,460

Surkhet 105

Dhangadi 2,480

Dipayal 60

Source: Nepal Oil Corporation

HEALTH

Supply disruptions have resulted in serious 
shortage of surgical and medical supplies 
including life-saving drugs. Almost 60% 
of drugs consumed in Nepal are imported 
from India and other countries.124  While 
the disruptions in supplies from India have 
resulted in shortage of imported med-
icines, pharmaceutical companies within 
the country are unable to fill the void 
either. Just about 40% of the country’s 
medical needs are met by domestic pro-
duction. Moreover, pharmaceutical 
industries in Nepal import almost 90% 
raw materials used for production of drugs 
through Birgunj customs point which 
remains severely obstructed. Fourteen 
such industries along the Birgunj-Hetauda 
stretch have halted production citing lack 
of raw materials and threats to security.125 
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As of November 19, 2015, more than 
300 trucks laden with medical supplies 
and medicinal raw materials were stuck 
on the Indian side of the Birgunj-Raxaul 
border point awaiting clearance for entry 
into Nepal.126 In a country which imports 
NPR 20 billion (USD 189.5million) 
worth of medical and surgical supplies 
each year, the supply disruption has left 
NPR 2 billion (USD 18.9 million) worth 
of medicines stuck on the other side of 
the border.127 On the other hand, supplies 
which are languishing in godowns cannot 
be transported to various districts due to 
the acute shortage of fuel and the ongoing 
protests. Immunization programs have 
been severely affected by the ongoing 
fuel crisis in different parts of the country 
and in certain locations there has been a 
shortage of important vaccines which are 
responsible for protecting pregnant women 
and children from lethal infections.128 

Although the government has hinted the 
possibility of airlifting essential drugs 
into the country, it remains unclear 
how medical supplies brought into 
Kathmandu via air routes will be trans-
ported to different parts of the country.129 

While the crippling shortage of medical 
and surgical supplies has put the health 
of thousands of patients at risk, it also 
threatens to derail the progress Nepal 
has made in health indicators over the 
years. Although the coalition of agitating 
parties in the Tarai-Madhes decided on 
November 19, 2015, to allow vehicles 
carrying medicines, oxygen cylinders and 
other health and medical supplies laden 
trucks to pass through Biratnagar-Jogbani 
border point, unfortunate incidents 
like burning of truck carrying medical 
supplies continue to threaten positive 

developments in this area. Moreover, 
re-routing of medical supplies will 
increase the cost of bringing in these 
supplies and delay the arrival of 
important medical imports130

MANUFACTURING AND TRADE

Crippling fuel shortage and lack of raw 
materials have led the private sector to 
incur huge losses. 90% per cent of all 
industries in the Tarai region have closed131 

and the loss estimates for the nation on a 
daily basis figures at NPR 2 billion (USD 
18.9 million).132  Further, the remaining 
industries which have managed to keep 
functioning have been operating below 
their capacity and at increased costs. The 
private sector has put cumulative business 
loss estimates for the 100 days since the 
beginning of agitations in the Tarai-
Madhes at a staggering NPR 200 billion 
(USD 1.9 billion), which is about 126% 
of the cost at which the 900 MW Upper 
Karnali hydropower project (USD 1.5 
billion) is being built.  The demurrage 
charges faced by importers for goods 
stalled at border points and at Kolkata 
port, Nepal’s key route for international 
trade, has exceeded NPR 8 billion (USD 
75.8 million), a figure which amounts to 
one-tenths of Nepal’s total imports from 
India in the first three months of the 
current fiscal year.134 

According to the Central Bureau of Sta-
tistics, 2,200 factories based in the Tarai 
region have remained closed which has left 
almost 400,000 workers unemployed.135 
The slump in the manufacturing sector can 
be an important push-factor for migration 
of labor force for overseas employment. 
Industrial growth rate, which stood at a 

lowly 2.6% in FY 2014-15, is likely to 
experience negative growth this fiscal year.

The three month period in the first half 
of the fiscal year which starts with fes-
tivals like Dasain, Tihar and Chhath 
accounts for almost 60% of the yearly 
sales for businesses which further spills 
over into the wedding season. With the 
festive season over under the shadow 
of the crisis and no sight yet of a swift 
resolution to the protracted deadlock, 
the economy is heading further towards 
calamity.  The business slowdown has not 
only affected Nepal but also businesses 
and traders across the border catering to 
demands from Nepal. As much as 80% 
of the market in Raxaul, Indian border 
town of Bihar which is adjacent to 
Birgunj in Nepal, depends upon Nepali 
customers.136 With the ongoing unrest in 
Tarai-Madhes region as well as the supply 
crisis, even festive season could not lift 
businesses in the region.

Shortage of construction material and fuel 
are making their effects felt in the con-
struction business which was expected to 
boom given the post-quake reconstruction 
plans. A large number of construction 
workers in Kathmandu valley and in other 
parts of the country are from the Tarai-
Madhes region and from areas in India 
closer to the Nepal border. If the ongoing 
crisis escalates further, there is a possibility 
that these workers might feel insecure and 
return back. This will have an even greater 
impact on the construction businesses in 
various parts of the country, including the 
Kathmandu valley.

Nepal’s foreign trade has been severely 
hamstrung by the prolonged crisis and 
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the obstructions at border points. In the 
first three months of FY 2015-16, import 
of merchandise dropped significantly by 
31.9%, an aberration for the trend of 
increasing imports at other times. During 
the same period, imports from India alone 
declined by 35.4% with 56% drop in 
import of petroleum products alone.137  
Import of petrol dipped by 70.6%, diesel 
by 62.8%, kerosene by 73.1%, LPG by 
71.8%, and aviation fuel by 84.4% in the 
two month period since the beginning of 
supply disruptions compared to the same 
period last year138 As much as 60% of 
Nepal’s total trade is with India and until 
recently the Indian Oil Corporation (IOC) 
had been the sole supplier of petroleum 
products to the country for almost four 
decades.139 The import of petroleum 
products exceeds Nepal’s total exports and 
therefore, the drop in import of petroleum 
products as well as other merchandise due 
to the supply crisis will decelerate the 
country’s otherwise rapidly growing trade 
deficit.140  In the first quarter of this fiscal 
year, trade deficit fell by 32.8% as opposed 
to an increase by 29.1% in the first quarter 
of last fiscal year.141 However, as exports 
from Nepal are significantly reliant on raw 
materials imported from India, the drop 
in imports will not have a positive impact 
on trade deficit in the long run.

As a knee-jerk reaction to the obstruction 
in supply of fuel from southern border 
points, looking for alternatives, the Nepal 
Oil Corporation  signed  a Memorandum 
of Understanding with the state owned 
China National United Oil Corporation 
(PetroChina) for import of fuel, effectively 
ending a four-decade long monopoly of 
the IOC in supplying fuel to Nepal. The 
deal has been seen as the first step towards 

Figure 6: Percentage change in import of petroleum products in the first two months since 
the beginning of supply disruptions

Source: White Paper on the Current Economic Situation and Immediate Way Forward

opening up avenues for commercial oil 
trade at larger volumes between the two 
nations. However, issues of pricing, trans-
portation routes, quality of petroleum 
products and volume of import need to be 
determined and negotiated before Nepal 
can look to partner with China for long-
term fuel import. Separately, China has 
supplied 1.2 million liters of fuel to Nepal 
as grant.142 

TOURISM

The tourism sector which had been bruised 
seriously in the aftermath of the devastating 
earthquakes of April and May had been 
hopeful of picking up lost momentum 
during the country’s peak tourist season 
of autumn months between September 
and November. However, the sector has 
seen further signs of strains rather than 
any recovery. The ongoing unrest in the 
southern parts of the country and the dis-

ruption of supplies has together added to 
the already bleak outlook for tourism.

The average occupancy rates in the first two 
months of FY 2015-16 of tourist standard 
hotels stood at a lowly 30% whereas the 
occupancy rate fell below 20% in the 
month of October owing to the unrest in 
Tarai and the supply crisis.143 In the first 
ten months of 2015, tourist arrival to the 
country dropped by a staggering 46%. As 
of October, the country had received only 
about 300,325 visitors from abroad via 
air, compared to 652,655 during the same 
period last year. Due to the obstructions at 
border points, arrival of tourists via land 
has been minimal. The tourism ministry 
projects a 55% drop in arrivals this year 
if the current trend is to continue. Fur-
thermore, tourists’ average length of stay 
has dropped to six days compared to 
around 12 days last year.144 World Travel 
and Tourism Council’s Economic Impact 
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2015 report on Nepal shows that tourism 
accounted for 4.3% of the GDP in 2014 
and projected an increase to 5.4% in 
2015.145  However, the business slag in the 
sector because of the earthquakes and the 
current economic turmoil is likely to bring 
the projected figure down. 

Similarly, there has been a 77% drop in the 
number of group trekkers who have taken 
the Trekker’s Information Management 
System card in September compared 
to the same month in the previous year, 
whereas the number of individual trekkers 
has dropped by around 19% in September 
compared to the same month last year.146  
Meanwhile, internal flights have reduced 
by almost 75% owing to the current crisis 
and the slag in tourism sector.

The tourism sector has significant 
backward and forward linkages which 
have bearings on local economies of tourist 
hotspots and trekking trails. Although the 
tourism sector directly supported 487,500 
jobs in 2014, the total contribution of 
this sector is much greater. The sector’s 
total contribution towards employment, 
including jobs indirectly supported by it, 
made up 7.5% of the total employment 
in 2014 which amounts to more than a 
million jobs. Jobs in the tourism sector 
have already dropped by 25% owing 
to the series of crises that the country 
has been facing this year. Therefore, the 
impact of the ongoing unrest on the travel 
and tourism sector will send ripples across 
the entire economy.147 

Revival of tourism in the peak autumn 
season had been seen as a possible avenue 
which could help communities battered 
by the effects of the earthquakes to recover 

and subsequently get back to normal. 
However, with the lackluster performance 
of the sector resultant of the current crisis 
has made this much less likely. First the 
earthquakes and then the subsequent 
strikes and supply disruptions have sent 
out an image of a very fragile and volatile 
Nepal to the world, which dents the cred-
ibility of the country as a much sought-
after tourist destination.

In order to help the sector bounce back 
after two successive seasons of slag, firstly, 
there has to be a swift resolution to the 
ongoing unrest and normalization of 
trade routes in order to ensure free supply 
of essentials and other commodities. 
Secondly, much needs to be done to, once 
again, present Nepal as a safe and tourist-
friendly destination in order to regain the 
trust and confidence of potential tourists 
which requires concerted efforts from all 
the stakeholders. 

FISCAL SITUATION

Both revenue collection as well as expen-
diture by the government has declined 
in the first quarter of FY2015-16 due to 
the ongoing crisis. During this period, 
revenue collection stood at NPR 75.66 
billion (USD 716.9 million) against the 
target of NPR 95.78 billion (USD 907.6 
million).148  The shortfall in revenue col-
lection can be attributed to a fall in 
customs revenue and Value Added Tax 
(VAT) which are major sources of gov-
ernment revenue. Normally around 30% 
of the government’s annual revenue col-
lection takes place during the festive 
months of Dasain and Tihar.149  The 
shortfall in revenue collection during this 
period is likely to further impact capital 
expenditure and slow down development 
works in the country in the next fiscal year 
as well.

Due to unrest in the Tarai-Madhes region 

Figure 7: Trend of tourist arrival by air in the first ten months since 2012

Source: Department of Tourism and Kathmandu Post
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and disruptions in supply leading to a 
slump in merchandise import, customs 
revenue has fallen sharply. Against the 
targeted customs revenue collection of 
NPR 18.32 billion (USD 173.5 million) in 
the first three months of the fiscal year, the 
collection stands at just NPR 13.63 billion 
(USD 129.1 million) which is around three 
quarters of the target. Similarly, against the 
target of NPR 32.06 billion (USD 303.7 
million), VAT mobilization stood at NPR 
23.58 billion (USD 223.4 million) which 
is 26.4% below target.150  Due to the losses 
incurred by businesses because of the 
ongoing crisis, government revenue from 
income tax is most likely to plummet. The 
revenue collection performance in the first 
quarter casts a doubt upon whether the 
government’s revenue target of NPR 475 
billion (USD 4.5 billion) will be met by the 
end of the fiscal year despite the fact that 
the government had announced the present 
fiscal year as ‘budget implementation year’ 
in order to improve budget implemen-
tation as compared to previous years. 

Only 13.1% of the total allocated budget 
for FY 2015-16 has been spent in the 

first four months of this fiscal year, out 
of which, 18.4% and 7.9% of the total 
budget allocated for recurrent expen-
diture and fiscal management respec-
tively has been spent.151 As of November 
21, 2015, barely 4.17% of the total 
capital expenditure target has been met, 
the impact of which is visible in the 
slowdown of various infrastructure and 
development projects.152 

In the first three months of the fiscal year, 
the current account registered a surplus of 
NPR 85.88 billion (USD 813.7 million) 
as against a deficit of NPR 6.48 billion 
(USD 61.4 million) in the same period 
last year. The surplus can be attributed to 
a decrease in imports complimented by 
increase in remittances and grants.

Figure 8: Revenue target and collection from different sources during the 
first quarter of FY2015-16

 Source: Himalayan News Service
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The first three months’ macroeconomic 
situation report of FY 2015-16 pub-
lished by Nepal Rastra Bank (NRB) 
depicts that the deposit mobilization 
of Banks and Financial Institutions 
(BFIs) increased by 2.5%, i.e. NPR 
42.19 billion (USD 0.40 billion), as 
compared to a growth of 2.7%, i.e. 
NPR 38.15 billion (USD 0.36 billion), 
during the same review period of the 
previous year. The growth is lowest in 
the last five years matching that of FY 
2012-13. The deposit mobilization at 
commercial banks increased by 2.2%, 
whereas development banks and 
finance companies showed increment 
of 3.5% and 3.8% respectively. In the 
corresponding period of the previous 
year, there was an increment of deposits 
by 4.1% and 1.1% at commercial 
banks and finance companies; however, 
such deposits at development banks 
had decreased by 5.0%. On year-over-
year basis, deposits at BFIs expanded 
by 19.8% in mid-October 2015.

Loans and advances of BFIs increased 

R EV I EW Financial Markets

During the first three months of FY 2015-16, the deposit mobilization as 

well as loans and advances of banks and financial institutions showed 

decline in the average growth rate while finance companies showed 

increment in both deposits and loans and advances. 

by 2.1%—i.e. NPR 32.75 billion (USD 
0.31 billion)—compared to a growth of 
5.1%—i.e. NPR 67.15 billion (USD 
0.64 billion)—in the same period of 
the previous year. In the review period, 
loans and advances of commercial 
banks increased by 1.7%, development 
banks by 2.9% and finance companies 
by 6.1% as compared to the corre-
sponding period of the previous year 
wherein the growth registered was 7%, 
4% and 2.70% respectively.

The weighted average 91 day Treasury 
bill rate has increased to 1.10% from 
0.93% a year ago. However, weighted 
average interbank transaction rate of 
commercial banks has declined to 
0.64% from 1.03% a year ago. 

To control excess liquidity of the 
banking system, the NRB mopped up 
liquidity of NPR 57.25 billion (USD 
0.54 billion) through deposit col-
lection auctions, NPR 56.30 billion 
(USD 0.53 billion) through reverse 
repo auction, and NPR 9.10 billion 

(USD 86.23 million) through outright 
sale auction on cumulative basis. Sim-
ilarly, in the corresponding period of 
the previous year, NPR 187 billion 
(USD 1.77 billion) was mopped up 
through reverse repo auction and NPR 
40 billion (USD 0.38 billion) through 
deposit collection auctions.

NRB further injected net liquidity 
of NPR 117.46 billion (USD 1.11 
billion) though the net purchase 
of USD 1.13 billion from foreign 
exchange market (commercial 
banks), while net liquidity of NPR 
72.01 billion (USD 0.68 billion) was 
injected through the net purchase 
of USD 801.6 million in the corre-
sponding period of the previous year. 
The NRB purchased Indian currency 
equivalent to NPR 62.40 billion 
(USD 0.59 billion) through the sale 
of USD 600 million in the review 
period while it was INR equivalent 
to NPR 83.68 billion (USD 0.86 
billion) during the corresponding 
period of the previous year.
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BFIS SUBMIT CAPITAL INCREMENT 
PLANS

Following its decision to raise 
minimum paid-up capital of Bank and 
Financial Institution (BFIs) by four 
folds in just two years’ time, the central 
bank also directed BFIs to publish their 
capital plan on their websites by mid-
September 2015. Amongst the plan 
published by banks on their respective 
websites, 12 banks have planned to 
meet the capital requirement through 
merger, namely Everest Bank Ltd., 
Nepal Bank Ltd., Lumbini Bank Ltd., 
Kumari Bank Ltd., Sunrise Bank Ltd., 
Siddartha Bank Ltd., Prime Bank 
Ltd., Prabhu Banks Ltd., Janta Bank 
Ltd., Civil Bank Ltd., and Century 
Bank Ltd. Other banks have planned 
to meet their capital requirement by 
issuing bonus share, right share, and 
further public offering. NRB has made 
it clear by issuing a notice that pref-
erential shares are not eligible to be 
counted in minimum paid up capital 
requirement. The minimum paid up 
capital requirement should be met by 
all equity shares only. 

It is clearly evident that NRB has 
encouraged bank and financial Insti-
tutions to increase capital through 
merger and acquisition. The capital 
plan submitted by the banks shows 
NRB may achieve its objectives to 
lower the number of financial insti-
tutions with adequate financial capa-
bility ensuring long term sustainability 
of the financial sector in the country. 

Applauding the decision of NRB, 
International Monetary Fund (IMF) 

has recommended NRB to regularly 
monitor the progress made by BFIs 
on implementation of their capital 
increment plan.153  

MERGERS IN THE PIPELINE

Following the directive of NRB to 
increase capital base of the BFIs, 
merger has become the buzzword now. 
With merger on their minds, BFIs have 
started doing their homework on other 
financial institutions with whom they 
fit best. Majority of BFIs have con-
stituted a merger committee, either 
board level or management level, for 
carrying out preliminary exercise on 
merger.  Those who had merger plan 
on their cards, but not initiated the 
process are now expediting it after the 
NRB’s directive. 

A Memorandum of Understanding 
(MoU) regarding the merger of Prabhu 
Bank and Grand Bank was endorsed 
during a Special General Meeting 
(SGM) conducted by Prabhu Bank. 
According to the SGM notice, swap 
ratio would be calculated valuing the 
share of Prabhu Bank at NPR 121.45 
(USD 1.15) and Grand bank at NPR 
65.58 (USD 0.62). Further, the name 
“Prabhu Bank Ltd.’’ would be retained.  
Similarly, Business Universal Devel-
opment Bank and Fewa Bikash Bank 
have filed their application to NRB for 
merger. As per the joint press statement 
by the financial institutions, the merger 
process is to be completed by mid-
April next year. Following suit, Kailash 
Bikash Bank, Metro Development 
Bank and Nepal Express Finance has 
also signed the MoU for merger.154 

Similarly, four national level devel-
opment banks—International Devel-
opment Bank, Infrastructure Bank, Apex 
Development Bank, and Supreme Devel-
opment Bank—have signed a MoU 
to merge with Nepal Credit and Com-
mercial Bank (NCC Bank). The NCC 
Bank management is currently under 
NRB due to serious disputes and other 
problems within the bank. The two devel-
opment banks—Apex Development 
Bank and Supreme Development 
Bank—were formed through merger in 
the past. Post-merger, the merged entity 
would have the paid up capital of NPR 
5.3 billion (USD 50.22 million) and is 
expected to retain the name “NCC Bank 
Ltd.”. The merger process is to be com-
pleted by mid-April 2016.156 

NRB RELAXES LIMIT ON 
EXCHANGE OF INDIAN 
CURRENCY 

Relaxing the limit on exchange of 
Indian Currency (IC) it had set during 
mid-November, Nepal Rastra Bank 
has raised the maximum limit to INR 
50,000 (USD 473.80). The central 
bank had set a limit on IC exchange 
to INR 2,500 (USD 23.69) each to 
175 person from INR 5,000 (USD 
47.38) each to 150 person once a week 
following an unwarranted surge in 
demand for IC and a growing trend of 
black market.

Following the rise in the maximum 
limit on IC exchange, people going to 
India for medical treatment can buy 
up to INR 50,000 (USD 758.07) per 
person based upon the documents 
issued by registered doctors. Likewise, 
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for the government offices and other 
institutions like media houses and 
business corporate houses, the limit 
has been set up to INR 25,000 (USD 
379.04) at a time. People who have to 
travel to India on an emergency could 
get up to INR 25,000 (USD 379.04) 
based on their documents. 

The central bank feeds detail of people 
buying IC into its computer database 
and the system automatically rejects 
people who try to buy IC more than 
once a week. NRB has also issued notice 
regarding the relevant documents 
needed to obtain the IC, which earlier 
used to be a copy of citizenship only. 
This system has been implemented 
in Biratnagar, Janakpur, Bhairahawa, 
Nepalgunj and Dhangadi.156  

CLIENT PROTECTION FUND FOR 
BORROWERS

NRB has issued a circular to the ‘D’ 
Class micro credit development banks 
to establish a separate “Client Pro-
tection Fund” that shall be utilized for 
the welfare of its borrowers, to help 
borrowers re-establish their business, 
and to enhance knowledge and skill 
development. The respective micro-
finance companies have to prepare a 
working procedure and get the same 
approved from NRB. 

As per the new directive, micro finance 
development banks should set aside 
1% of their net profit to the fund. Sim-
ilarly, micro finance development banks 
announcing a dividend above 20% will be 
required to allocate 25% of the dividend 
to the fund. The provision will come into 
effect from the current fiscal year.

While establishing a client protection 
fund will no doubt help empower the 
borrower, it may have some impact on the 
stock market. Since the new requirement 
will divert some part of the distributable 
surplus into the said fund, the banks will 
offer less returns to its shareholders.

NRB, UNCDF  TIE UP WITH BFIS 
FOR FINANCIAL INCLUSION 
PROGRAM

Nepal Rastra Bank (NRB) and the 
United Nations Capital Development 
Fund (UNCDF) have tied up with 
banks and financial Institutions to 
implement a financial inclusion 
program called UNNATI–Access to 
Finance. A technical assistance part-
nership agreement has already been 
inked with 13 banks and financial Insti-
tutions. The project is funded by the 
Danish Government under UNNATI 
Inclusive Growth program.

The project focuses its work in the 
Eastern region of the country—specif-
ically in Ilam, Panchthar, Terhathum, 
Bhojpur, Dhankuta, Taplejung and 
Sankhuwasabha districts. The project 
will support the financial institutions 
in Nepal to more effectively serve 
the agriculture sector with appro-
priate financial products for small-
holder farmers and Micro, Small and 
Medium Enterprises to invest in value 
chain activities, which in turn can lead 
to a sustainable source of income and 
better livelihoods. The project focuses 
specifically on women and vulnerable 
groups in the rural areas.

As per the agreement, the project will 
provide technical support to its partner 

institutions, including assessment of 
management information systems, 
training, and product development 
for agriculture sector; a feasibility 
study for expansion of branches and 
branchless access points in remote 
areas; and financial literacy for building 
capabilities of clients and potential 
clients.157 

In the first quarter unaudited results of 
the banks, loans and advances recorded 
an average growth of 15.42%. This 
can be sum up as a fairly satisfactory 
performance, especially with the ongoing 
strike in the southern parts of the country 
since the beginning of the current fiscal 
year, coupled with rapidly deteriorating 
economic activities owing to the unofficial 
economic blockade imposed by India. The 
net profit of the banks rose to NPR 6.57 
billion (USD 62.26 million) from NPR 4.89 
billion (USD 46.34 million), an increase of 
around 35%—which is in sharp contrast 
to the sluggish business growth—mainly 
backed by lower loan loss and superior 
higher write-back provision. 

If political parties fail to reach a consensus 
regarding the demand of the agitating 
parties at the earliest, a much worse 
scenario can be expected that will 
virtually cripple all economic activities 
across all quarters, and ultimately have a 
disastrous effect on the banking sector. 
The preliminary study published by Nepal 
Rastra Bank has forecasted the Gross 
Domestic Product at base price to record a 
negative growth of 1.1% if the situation does 
not improve within the first six months of 
the current fiscal year. However, even if the 
situation does improves immediately, the 
GDP is still forecasted to shrink to 1.15%. 

 OUTLOOK



Review

NEFPORT ISSUE 23 – JANUARY 2016 |  41

DOCKING NEPAL’S ECONOMIC ANALYSIS 
TA

BL
E 

3:
 1

ST
 Q

UA
RT

ER
 R

ES
UL

TS
 O

F 
CO

M
M

ER
CI

AL
 B

AN
KS

-U
NA

UD
IT

ED
 F

Y 
20

15
-1

6 
(F

IG
UR

ES
 IN

 N
PR

 IN
 T

EN
 M

IL
LI

ON
)

DE
PO

SI
T

LO
AN

S 
AN

D 
AD

VA
NC

ES
OP

ER
AT

IN
G 

PR
OF

IT
NE

T 
PR

OF
IT

NP
L 

(%
)

CO
ST

 O
F 

FU
ND

 (L
CY

)
BA

SE
 

RA
TE

 %

Ba
nk

Pa
id

-u
p 

Ca
pi

ta
l

Re
se

rv
e 

&
 

Su
rp

lu
s

FY
 1

5/
16

FY
 1

4/
15

%
 

Ch
an

ge
FY

 1
5/

16
FY

 1
4/

15
%

 
Ch

an
ge

FY
 1

5/
16

FY
 1

4/
15

%
  

Ch
an

ge
FY

 1
5/

16
FY

 1
4/

15
%

  
Ch

an
ge

FY
 1

5/
16

FY
 1

4/
15

FY
 1

5/
16

FY
 1

4/
15

Ch
an

ge
FY

 1
4/

15

1 
QT

R
1 

QT
R

1 
QT

R
1 

QT
R

1 
QT

R
1 

QT
R

1 
QT

R
1 

QT
R

1 
QT

R
1 

QT
R

1 
QT

R
1 

QT
R

1 
QT

R

Na
bi

l B
an

k
 4

75
.5

0 
 5

38
.4

2 
10

99
7.

69
80

60
.8

2
 3

6.
43

 
67

43
.0

1
61

79
.7

8
 9

.1
1 

 8
5.

67
 

 7
8.

39
 

 9
.2

9 
 6

5.
35

 
50

.4
8

 2
9.

46
 

2.
23

2.
10

3.
34

2.
76

0.
58

5.
78

Ne
pa

l I
nv

es
tm

en
t 

Ba
nk

 6
34

.5
7 

 3
88

.5
1 

95
90

.2
8

74
94

.1
2

 2
7.

97
 

74
11

.0
8

59
81

.8
1

 2
3.

89
 

 5
7.

74
 

 5
3.

87
 

 7
.1

8 
 4

2.
38

 
49

.1
3

 (1
3.

73
)

1.
07

1.
55

3.
49

3.
69

-0
.2

0
5.

83

St
an

da
rd

 C
ha

rte
re

d 
Ba

nk
 2

24
.8

2 
 4

47
.7

5 
58

35
.4

1
52

16
.1

1
 1

1.
87

 
26

92
.3

7
29

55
.3

6
 (8

.9
0)

 4
8.

44
 

 4
8.

66
 

 (0
.4

5)
 3

4.
52

 
34

.9
7

 (1
.2

7)
0.

38
0.

25
1.

54
2.

10
-0

.5
6

4.
89

Hi
m

al
ay

an
 B

an
k

 3
33

.2
7 

 4
18

.5
8 

77
53

.0
0

68
91

.2
4

 1
2.

51
 

57
49

.4
7

50
54

.8
6

 1
3.

74
 

 5
0.

65
 

 4
1.

50
 

 2
2.

04
 

 3
2.

28
 

26
.8

6
 2

0.
17

 
3.

35
2.

18
2.

79
3.

63
-0

.8
4

5.
98

Ne
pa

l S
BI

 B
an

k
 3

05
.8

1 
 2

63
.1

3 
53

95
.3

6
55

06
.6

6
 (2

.0
2)

39
85

.4
0

37
21

.1
1

 7
.1

0 
 4

4.
26

 
 3

8.
82

 
 1

4.
03

 
 3

0.
21

 
25

.6
2

 1
7.

90
 

0.
18

0.
23

2.
87

3.
42

-0
.5

5
6.

47

Ne
pa

l B
an

gl
ad

es
h 

Ba
nk

 3
03

.9
2 

 1
97

.7
9 

34
66

.5
0

26
96

.3
1

 2
8.

56
 

26
97

.5
9

21
06

.9
5

 2
8.

03
 

 1
4.

83
 

 5
.0

5 
 1

93
.7

0 
 1

2.
49

 
4.

66
 1

68
.0

1 
1.

26
1.

94
4.

68
4.

67
0.

01
7.

97

Ev
er

es
t B

an
k

 2
13

.7
4 

 5
24

.9
4 

76
01

.7
8

66
16

.4
7

 1
4.

89
 

51
32

.3
6

53
55

.3
1

 (4
.1

6)
 5

3.
90

 
 6

1.
19

 
 (1

1.
91

)
 3

6.
37

 
39

.1
1

 (7
.0

1)
0.

67
0.

63
2.

72
3.

08
-0

.3
6

5.
59

Ba
nk

 o
f K

at
hm

an
du

 2
67

.1
5 

 1
35

.1
4 

40
16

.9
7

34
37

.5
0

 1
6.

86
 

34
18

.7
6

28
90

.9
5

 1
8.

26
 

 2
5.

08
 

 2
5.

37
 

 (1
.1

4)
 1

6.
87

 
16

.5
8

 1
.7

8 
3.

57
1.

16
4.

37
4.

10
0.

27
7.

05

NC
C 

Ba
nk

 2
02

.8
6 

 1
16

.4
9 

25
62

.1
1

22
37

.5
7

 1
4.

50
 

21
62

.0
1

18
08

.9
1

 1
9.

52
 

 1
3.

38
 

 9
1.

88
 

 (8
5.

44
)

 1
2.

71
 

10
.2

7
 2

3.
78

 
1.

81
2.

70
4.

84
5.

52
-0

.6
8

7.
81

NI
C 

As
ia

 B
an

k
 2

65
.8

3 
 3

07
.4

7 
53

84
.8

2
46

88
.4

9
 1

4.
85

 
44

24
.4

1
37

46
.4

7
 1

8.
10

 
 1

8.
26

 
 2

2.
07

 
 (1

7.
24

)
 1

5.
74

 
15

.4
2

 2
.0

7 
0.

02
2.

62
0.

05
5.

03
-4

.9
8

0.
07

Lu
m

bi
ni

 B
an

k
 2

00
.0

8 
 9

7.
36

 
20

45
.7

0
17

05
.4

3
 1

9.
95

 
17

74
.6

0
14

78
.3

3
 2

0.
04

 
 7

.2
4 

 6
.1

4 
 1

7.
87

 
 8

.3
9 

8.
06

 4
.1

1 
1.

00
1.

04
5.

07
5.

38
-0

.3
1

8.
01

M
ac

hh
ap

uc
hc

hh
re

 B
an

k
 3

14
.1

7 
 1

07
.2

9 
44

20
.5

6
37

37
.1

2
 1

8.
29

 
34

81
.9

5
30

44
.8

9
 1

4.
35

 
 2

6.
04

 
 1

9.
68

 
 3

2.
29

 
 1

7.
31

 
19

.0
3

 (9
.0

3)
0.

47
2.

04
4.

42
4.

98
-0

.5
6

7.
04

Ku
m

ar
i B

an
k

 2
43

.1
7 

 9
7.

43
 

34
73

.8
5

29
64

.0
5

 1
7.

20
 

27
46

.7
5

23
84

.6
1

 1
5.

19
 

 6
.4

8 
 4

.2
4 

 5
2.

79
 

 4
.8

7 
3.

28
 4

8.
41

 
2.

91
4.

38
4.

89
5.

03
-0

.1
4

7.
54

La
xm

i B
an

k
 3

03
.9

2 
 1

66
.3

3 
41

15
.6

4
31

48
.3

0
 3

0.
73

 
33

81
.1

3
26

44
.6

4
 2

7.
85

 
 1

5.
87

 
 6

.7
8 

 1
34

.0
3 

 1
0.

10
 

5.
23

 9
3.

20
 

0.
91

1.
69

4.
67

4.
83

-0
.1

6
7.

64

Si
dd

ha
rth

a 
Ba

nk
 2

43
.7

4 
 1

48
.0

7 
45

11
.4

0
36

47
.0

8
 2

3.
70

 
38

12
.2

5
29

01
.9

1
 3

1.
37

 
 2

4.
97

 
 2

0.
27

 
 2

3.
21

 
 1

7.
20

 
14

.4
1

 1
9.

39
 

1.
72

2.
74

4.
24

4.
68

-0
.4

4
7.

04

Gl
ob

al
 IM

E 
Ba

nk
 6

16
.4

3 
 1

47
.2

8 
63

09
.6

0
53

89
.4

7
 1

7.
07

 
52

10
.1

7
45

53
.4

7
 1

4.
42

 
 4

3.
84

 
 3

3.
05

 
 3

2.
66

 
 3

1.
36

 
22

.2
7

 4
0.

80
 

1.
98

2.
88

4.
19

4.
13

0.
06

7.
11

Ci
tiz

en
s B

an
k I

nt
er

na
tio

na
l 

 3
06

.5
2 

 8
1.

74
 

36
94

.7
7

29
60

.9
0

 2
4.

79
 

31
88

.1
9

24
97

.2
0

 2
7.

67
 

 1
1.

44
 

 1
6.

58
 

 (3
0.

98
)

 1
4.

28
 

11
.0

3
 2

9.
45

 
2.

35
2.

35
4.

82
4.

58
0.

24
7.

30

Pr
im

e C
om

m
er

cia
l B

an
k

 3
14

.0
1 

 1
50

.2
9 

41
40

.2
7

34
33

.2
4

 2
0.

59
 

32
82

.6
4

28
31

.7
8

 1
5.

92
 

 3
1.

43
 

 2
0.

62
 

 5
2.

41
 

 2
2.

06
 

16
.1

6
 3

6.
51

 
1.

72
2.

62
4.

76
4.

81
-0

.0
5

7.
45

Su
nr

is
e 

Ba
nk

 2
98

.9
3 

 5
4.

87
 

35
26

.3
7

27
72

.4
4

 2
7.

19
 

28
19

.9
7

21
52

.2
3

 3
1.

03
 

 1
5.

89
 

 1
4.

07
 

 1
2.

94
 

 1
1.

78
 

9.
50

 2
4.

00
 

2.
69

4.
25

5.
09

4.
82

0.
27

7.
99

Gr
an

d 
Ba

nk
 2

00
.0

0 
(1

48
.0

2)
73

5.
00

15
54

.8
0

(5
2.

73
)

89
9.

50
14

06
.0

6
(3

6.
03

)
 (1

6.
20

)
 (3

3.
64

)
 (5

1.
85

)
 1

.6
7 

-2
8.

06
-7

3.
08

38
.0

3
25

.4
9

5.
82

7.
06

-1
.2

4
9.

67

NM
B 

Ba
nk

*
 2

40
.0

0 
 1

05
.6

7 
36

55
.0

2
27

35
.0

6
33

.6
4

 2
,7

65
.2

1 
21

11
.6

5
30

.9
5

18
.1

6
19

.4
5

 (6
.6

3)
14

.2
8

14
.2

7
 0

.0
7 

0.
40

0.
53

4.
31

4.
34

-0
.0

3
7.

01

Pr
ab

hu
 B

an
k

 3
20

.8
9 

 7
0.

54
 

45
66

.7
8

31
67

.6
4

 4
4.

17
 

30
03

.5
0

23
97

.8
5

 2
5.

26
 

 1
5.

90
 

-3
2.

31
 (1

49
.2

2)
 2

6.
17

 
-1

1.
68

 (3
24

.0
6)

5.
71

15
.6

5
4.

14
4.

23
-0

.0
9

7.
70

Ja
na

ta
 B

an
k 

Ne
pa

l
 2

06
.0

0 
 3

5.
51

 
22

56
.7

3
19

83
.6

3
 1

3.
77

 
19

63
.7

0
17

25
.1

5
 1

3.
83

 
 (0

.3
2)

-2
.1

0
 (8

4.
80

)
 5

.7
6 

2.
13

 1
70

.1
9 

0.
98

1.
08

5.
02

5.
24

-0
.2

2
7.

67

M
eg

a 
Ba

nk
 2

60
.9

6 
 5

6.
26

 
22

56
.5

4
18

97
.5

3
 1

8.
92

 
18

44
.0

3
16

74
.1

8
 1

0.
15

 
 1

1.
43

 
12

.6
9

 (9
.9

0)
 8

.4
3 

8.
09

 4
.2

6 
1.

60
2.

15
3.

94
4.

46
-0

.5
2

7.
81

Ci
vi

l B
an

k
 2

88
.7

8 
 4

7.
22

 
27

37
.0

7
23

98
.5

4
 1

4.
11

 
23

49
.3

1
20

50
.9

7
 1

4.
55

 
 (3

.0
7)

-9
.6

0
 (6

8.
02

)
 5

.8
8 

-9
.6

0
 (1

61
.2

0)
2.

54
2.

22
5.

83
5.

99
-0

.1
6

8.
38

Ce
ntu

ry
 C

om
m

erc
ial

 B
an

k
 2

12
.0

0 
 3

6.
83

 
25

30
.2

1
22

11
.9

4
 1

4.
39

 
21

32
.0

9
18

98
.4

2
 1

2.
31

 
 1

0.
15

 
5.

25
 9

3.
39

 
 7

.4
2 

3.
55

 1
09

.0
8 

0.
45

0.
46

4.
84

5.
24

-0
.4

0
7.

84

Sa
ni

m
a 

Ba
nk

 3
06

.0
3 

 5
4.

72
 

35
43

.6
7

26
59

.0
0

 3
3.

27
 

30
33

.3
4

22
83

.3
9

 3
2.

84
 

 2
6.

68
 

20
.3

2
 3

1.
30

 
 1

7.
68

 
13

.0
9

 3
5.

10
 

0.
05

0.
05

4.
65

5.
20

-0
.5

5
6.

72

Pu
bl

ic
 S

ec
to

r B
an

ks

Ne
pa

l B
an

k
 6

46
.5

0 
 

(2
14

.7
4)

77
54

.2
5

70
82

.4
7

 9
.4

9 
53

09
.6

0
42

13
.7

9
 2

6.
01

 
 1

3.
64

 
4.

03
 2

38
.5

7 
44

.4
4

26
.9

2
 6

5.
07

 
3.

82
4.

78
2.

36
3.

49
-1

.1
3

6.
79

Ra
st

riy
a 

Ba
ni

jy
a 

Ba
nk

*
 8

58
.8

9 
 

(1
09

.4
1)

12
42

3.
74

10
50

1.
71

 1
8.

30
 

74
69

.1
6

60
86

.5
4

 2
2.

72
 

 7
4.

90
 

18
.1

7
 3

12
.2

2 
60

.3
9

67
.3

8
 (1

0.
37

)
3.

51
3.

95
2.

01
2.

50
-0

.4
9

6.
17

Ag
ric

ul
tu

re
 D

ev
. B

an
k

 9
86

.0
8 

 5
26

.2
8 

79
77

.2
2

65
47

.7
1

 2
1.

83
 

 6
,6

38
.8

3 
58

12
.2

1
 1

4.
22

 
 2

3.
13

 
13

.6
1

 6
9.

96
 

28
.8

7
21

.5
0

 3
4.

27
 

5.
15

5.
62

5.
80

4.
99

0.
81

10
.1

6

To
ta

l1
05

94
.5

5
48

49
.7

5
14

92
78

.3
0

12
53

43
.3

5
 0

.1
9 

11
15

22
.3

9
95

95
0.

78
 0

.1
6 

76
9.

83
62

4.
10

 0
.2

3 
65

7.
27

48
9.

66
 0

.3
4 

3.
08

3.
38

4.
05

4.
47

-0
.4

1
7.

86

*N
CC

B 
Th

e 
pa

id
 u

p 
ca

pi
ta

l o
f t

he
 b

an
k 

ha
s 

re
ac

he
d 

Rs
.2

.0
2 

bi
lli

on
 a

s 
at

 A
sh

ad
 3

2,
 2

07
1 

af
te

r t
he

 d
ec

la
ra

tio
n 

of
 B

on
us

 S
ha

re
s.

 



42 | DOCKING NEPAL’S ECONOMIC ANALYSIS 

R EV I EW Capital Markets

SECONDARY MARKET 
PERFORMANCE

The Nepal Stock Exchange (NEPSE) 
index (-13.07%) plummeted 156.91 
points and experienced free fall from 
the last quarter’s bounce as the index 
closed at 1044.01 from an all-time 
high of 1200.92 points. The slump 
in indices can be attributed to the 
political instability and obstructions 
at the border points that has crippled 
economic activities all over the country. 

During the reviewed months, all the 
sub-indices showcased downward 
trend except for the Development 
Bank Index that increased marginally. 

The Commercial Bank sub-index 
(-18.03%) was the biggest loser of the 
quarter as the index dropped by 210.54 
points to close at 957.19 points. In the 
previous quarter, this sub-index had 
shown significant gain as Nepal Rastra 
Bank announced the provision of capital 
base increment.

The hotel sub-index (-16.24%) 
slumped remarkably from last quarter’s 
gain as the index lost 342.38 points to 
close at 1765.42 points. Similarly, the 
hydropower sub-index (-11.42%) also 

declined by double digit to close at 
1881.46 points losing 242.52 points. 
The Other sub-index (-9.79%) and 
Insurance sub-index (-8.91%) declined 
by three-folds as compared to the 
growth of the previous quarter losing 
82.22 points and 423.03 points to 
close at 757.77 points and 4326.05 
points respectively. Similarly, the 
Manufacturing and Processing sub-
index (-2.67%) and Finance sub-index 
(-0.98%) also ended on the red zone 
after losing 51.25 points and 5.39 
points respectively. The Development 
Bank sub-index (+1.40%) stood out 
becoming the only gainer of the quarter 
as the index grew by 12.37 points to 
close at 894.69 points. 

KEY DEVELOPMENTS

Some of the key developments in the 
capital market during the review period 
are as follows:

HIDCL IPO breaks biggest collection 
record:   Hydroelectricity Investment 
& Development Company Ltd. 
(HIDCL) IPO broke the record of 
the biggest collection ever—which 
was oversubscribed by 17.5 times—by 
collecting NPR 35 billion (USD 0.33 
billion) from its Initial Public Offer 

Table 4: Sector wise performance of the 
sub-indices

Indicators 21-Aug-15 28-Nov-15 % Change

NEPSE Index 1200.92 1044.01 -13.07%

Commercial 
Bank Index

1167.73 957.19 -18.03%

Development 
Bank Index

882.32 894.69 1.40%

Hydropower 
Index

2124.37 1881.86 -11.42%

Finance 
Index

552.09 546.70 -0.98%

Insurance 
Index

4749.08 4326.05 -8.91%

Others Index 839.99 757.77 -9.79%

Hotels Index 2107.8 1765.42 -16.24%

Manufac-
turing & 
Processing 
Index

1916.14 1864.89   -2.67%

Source: NEPSE

(IPO) worth NPR 2 billion (USD 
18.95 million). HIDCL has issued 
capital amounting to NPR 10 billion 
(USD 94.76 million), with 80% as 
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promoters holding and 20% as general 
public. The paid up capital is NPR 8 
billion (USD 75.81 million) which will 
be NPR 10 billion (USD 94.76 million) 
after the IPO. The rating agency, ICRA 
Nepal has assigned “ICRANP IPO 
Grade 3” indicating that the offering 
holds average fundamentals on scale 
of grade 1 (Strong fundamentals) and 
grade 5 (poor fundaments). 

HIDCL was established to mobilize 
funds from national and interna-
tional resources to invest in capital in 
middle to mega hydropower projects, 
transmission line and distribution. So 
far, HIDCL has not presided in any 
hydropower project, but it has made 
debt financing commitment for a few 
hydropower projects; these projects 
include Mistri Khola (42 MW), Solu 
Khola (23.5), Lower Solu (82 MW), 
Khani Khola (30), Dordi (27 MW), 
and Kabeli  B1 (25MW). HIDCL has 
made 14% investment in Power Trans-
mission Company Nepal Limited, 
which is developing a transmission 
line that will facilitate power trade 
between Nepal and India. HIDCL’s 
other scope includes agent banking for 
international development banks such 
as World Bank and Asian Development 
Bank. It has been able to manage a 
USD 40 million loan to 37.6 MW 
Kabeli-A Hydropower project from 
Work Bank. The company also plans 
to channelize remittance income into 
hydropower development through its 
subsidiary (51%), Remit Hydro Ltd.

Currently, the income source of 
HIDCL is interest income generated 
from its idle capital (paid up capital of 
NPR 8 billion or USD 75.81 million) 
that has been deposited in various banks 
and financial institutions from which it 
has been distributing 5% dividend for 
the year 2012-13 and 2013-14. In the 
long run, after the operations are full-
fledged, the company is likely to meet 
investor’s expectations.158   

Besides HIDCL, two other IPOs took 
place during the reviewed period in 
the Hydropower sector which were 
issued to the respective project affected 
areas. Ngadi Group Power Ltd. issued 
486,868 units of IPO shares to locals 
of Lamjung. Similarly, Khani Khola 
Hydropower Ltd. issued 465,714 units 
of shares to the locals of Lalitpur.

NIBL hopes to raise 5.45b from FPO: 
Nepal Investment Bank Ltd. has come 
up with further public offerings (FPO) 
of 9,069,388 units of shares with a 
price fixed at NPR 601 (USD 5.70), 
which includes a premium of NPR 501 
(USD 4.74).

After the issue of this FPO, the 
promoter public shareholding structure 
of the NIBL would stand at 70:30 
as required by NRB directive from 
existing ratio of 80:20.The FPO, if 
fully subscribed, would raise a sum of 
NPR 5.45 billion (USD 51.64 million) 
taking the paid up capital of the bank 
to NPR 6.34 billion (USD 60.07 
million) and increasing the reserve by 
a whopping 116% to NPR 8.45 billion 
(USD 80.07 million).159 

Figure 9: NEPSE Index Performance

Review
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Review

The amount of premium generated 
through FPO, together with future 
earnings, would put NIBL into a 
comfortable position to reach the 
minimum paid up capital requirement 
stipulated by NRB. The continuous 
fall in NEPSE index due to current 
crisis in the country has brought the 
share price of listed companies to a 
low level, as at the close of market 
as of 29 November, 2015, the share 
price of NIBL closed at NPR 624 
(USD 5.91). If the index continues to 
shed points for some time, the FPO 
may not get the warm response from 
the market as expected. 

Shikhar Insurance to issue FPO: Shikhar 
Insurance Company Ltd. has received 
approval for issuing Further Public Offer 
(FPO) from Security Exchange Board of 
Nepal (SEBON) and floated its FPO to 
the general public from 3rd December 
to 7th December 2015. It will be the 
first insurance company to issue FPO. 
The insurance company is issuing FPO 
of 510,988 units of share at a premium 
rate of NPR 550 (USD 5.21); the issue 
price has been fixed at NPR 650 (USD 
6.16). The last trading price at NEPSE 
stands at NPR 870 (USD 8.27) on 
October 29, 2015. Shikhar insurance has 
paid up capital of NPR 357.70 million 
(USD 3.39 million). After the issue of 
FPO, its paid up capital will be NPR 

408.79 (USD 3.87 million). At present, 
the promoter public shareholding is 
80:30; after FPO, the ratio will stand at 
70:30. ICRA Nepal has given Grade 3 
indicating average fundamentals for the 
FPO of Shikhar insurance.160 

As per the Company Act, a company 
can only issue shares on premium if 
the company has been making profit 
and distributing bonus for three con-
secutive years, its net worth is more 
than its total liability, and the AGM 
decided to issue shares of premium 
value at premium price.

BFIs to issue right shares to increase 
capital base: Following the NRB di-
rective to increase capital base for 
Banking and Financial Institutions 
(BFIs) within two years, nine BFIs 
have been approved by SEBON to is-
sue right shares, whereas 30 BFIs are 
awaiting approval for the same. Mach-
hapuchhre Bank Ltd. issued a total of 
5,552,500 units of 5:1 right shares 
from October 4 to November 7, 2015, 
while Century Commercial Bank 
Ltd. approved issuance of its 4:1 right 
shares to its shareholder with the issue 
date yet to be disclosed. Similarly, Mis-
sion Development Bank also issued 
2:1 right share to its shareholder with 
a total of 575,000 shares from Octo-
ber 7 to November 10. Gaumukhee 

The capital market witnessed the plunge in 

NEPSE only after the instability at the bor-

der area stretched for more than 100 days. 

In the initial days of the ongoing crisis, the 

market witnessed only marginal fluctua-

tions as the investors may have considered 

the ongoing crisis as a temporary event; 

however, due to unprogressive dialogue 

between the Government of Nepal and 

agitating parties, the investors are losing 

confidence. As a result, crisis situation has 

started reflecting in capital market which is 

likely to be parallel the political scenario of 

the country.

 OUTLOOK

Bikash Bank Ltd. also issued a total 
of 168,480 units of 2:0.75 right share 
from October 11 to November 15. 

Nagbeli Laghubitta Bikas Bank Lim-
ited issued a total of 50,000 units of 
4:1 right share to its shareholders from 
28 September  to 1 November. Other 
announcements of right shares to be 
issued during November and Decem-
ber period are Sana Kisan Bikas Bank 
Ltd. and ICFC Finance Ltd., issuing at 
2:1 ratio each, whereas Kathmandu Fi-
nance Ltd. and Kakrebihar Bikas Bank 
Ltd. are issuing at 1:1 and 1:05 ratio 
respectively.
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Nepal Economic Forum (NEF) is a premier private-sector led economic policy and research organi-

zation that seeks to re-define the economic development discourse in Nepal. Established in 2009 as 

a not-for-profit organization under beed (www.beed.com.np) umbrella, NEF is a thought center that 

is working to create positive transformations in policy reforms. NEF stands out in being able to make 

significant strides to bring the private sector perspective and engage with both the public and private 

sectors in the development discourse. NEF is currently a recipient of the Open Society Foundations’ 

Think Tank Fund. 

NEF works in partnership with many Nepali and International Institutions in its quest to mainstream 

the discourse on the Nepali economy, which has not been given the necessary space it deserves. 

NEF has partnered with Himalayan Consensus Institute (HCI) to facilitate the development of alterna-

tive development paradigms. NEF is working with HCI to host the Himalayan Consensus Summit.  

NEF broadly works under three areas:

First, the Business Policy Research Center (BPRC), which engages in research, dialogue and 

dissemination relating to pertinent economic policy issues. Through BPRC, NEF has been producing 

nefport, a quarterly economic publication docking economic analysis and research, nefsearch a 

periodic research publication, conducting neftalk, a platform for policy discourse, nefcast, an online 

dissemination platform, and neftake, an economic blog that provides analysis and perspective on 

various events that have a significant impact on private sector growth and investment.

Second, through the Center for Public, Private and Community Partnerships (PPCP), the part-

nerships discourse is further elaborated through addition of the community dimension to the existing 

models of public private partnerships. The concept stems from the need to integrate the commu-

nity dimension to economic development strategies especially as Nepal moves towards a federated 

structure. Apart from standal one interventions, the PPCP perspective is integrated in many of the 

work that NEF and beed initiate. 

Thirdly, NEF operates in the domain of Development Consulting through its devCon division. It 

works with a variety of bilateral, multilateral, national and international NGOs in the areas of policy 

research, economic analysis, value chain analysis, enterprise development, sectoral studies 

and public private dialogue. 

With transparent financial systems, high standards of conflict of interest disclosures, strong support 

of beed back-end infrastructure, access to high quality global and local human resources and firms, 

NEF is poised to set high delivery and ethical standards for firms operating in Nepal. 
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