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NEF PROFILENEF PROFILE 

Nepal Economic Forum (NEF) is a premier private-sector led economic policy and research organisation that seeks to re-
define the economic development discourse in Nepal. Established in 2009 as a not-for-profit organisation under the beed 
(www.beed.com.np) umbrella, NEF is a thought center that is working to create positive transformations in policy reforms. 
One of the big updates for NEF this year was its feature in the list of Top Think Tanks in Southeast Asia and the Pacific in 
the 2017 Global Go To Think Tank Index. The report was released by the Think Tanks and Civil Societies Program under 
University of Pennsylvania. 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 the Himalayan Consensus Institute (HCI) to 
facilitate the development of alternative development paradigms and 
successfully held the Third Himalayan Consensus Summit 2018 in March 
2018.

The Business Policy Research Center (BPRC) engages in research, 
dialogue and dissemination relating to pertinent economic policy issues. 
BPRC has been producing nefport, a quarterly economic analysis 
publication, nefsearch, a periodic research publication and conducting 
neftalk, a platform for policy discourse.   

Through the Center for Public, Private and Community Partnerships 
(PPCP), the partnerships discourse is further elaborated through addition of 
the community dimension to existing models of public private partnerships. 
Apart from standalone interventions, the PPCP perspective is integrated in 
the work that NEF and beed initiate.

NEF operates in the domain of Development Consulting through its devCon 
division in conjunction with beed management.. 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. 

NEF BROADLY WORKS UNDER THREE AREAS:

NEPAL
ECONOMIC 
FORUM

We are striving to ensure financial sustainability for NEF to complement the support it 
currently receives from beed management and the Open Society Foundations. If you are 
interested to support NEF, please do get in touch with sujeev.shakya@beed.com.np or  
niraj.kc@beed.com.np

PPCP

BPRC
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KEY ECONOMIC INDICATORS

GDP

Rank

USD 30.07 billion

105
GDP Growth rate (%) 6.9%

GNI (PPP) 

Rank

USD 2443

149
Inflation (annual %) 4.2%

Gross Capital Formation (% 
of GDP)

34% Agriculture sector 31.57%

HDI 0.574 Manufacturing sector
15%

Rank 148 Service sector 53.43%

HDI figure from Human Development Reports of the UNDP-2018, Nepal Rastra Bank (Annual Report 2074-75)
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The last quarter witnessed a mix of government efforts to progress on 
political, economic, and policy front. On the political front, the ruling 
party observed the conclusion of its merger process leading the country to 
a stable political climate.

On the economic front, Government of Nepal (GoN) presented the 
budget of NPR 1.532 trillion (USD 15 billion) for the upcoming fiscal 
year. This is the second budget tabled by Dr. Khatiwada as a Finance 
Minister. The government also successfully hosted the Nepal Investment 
Summit and signed 17 agreements on multi-sectorial investment projects. 
On the policy front, the GoN introduced three vital pieces of legislations – 
Foreign Investment and Technology Transfer Act, Special Economic Zone 
Act and Public-Private Partnership Act to create an enabling investment 
environment. This quarter also observed Nepal signing international 
agreements on access to ports and trade with China and Vietnam 
respectively.

In other stances, inflation remained within the targeted level of 6.5%, while 
trade deficit continued to widen as merchandise import increased to NPR 
999.81 billion (USD 8.85 billion).  The banking sector continued to face 
liquidity problem as credit growth accelerated amidst receding deposit 
growth. The central bank via mid-term review of the monetary policy has 
introduced fresh directives that aim to stabilize the interest rate volatility.
Other economic indicators also depicted the bleak picture of the Nepali 
economy. Due to the ballooning trade imbalance, Balance of Payment 
deficit increased to NPR 65 billion (USD 577.60 million)—sufficient only 
to cover the prospective merchandise and service import of 7.9 months. 
Likewise, the government also introduced the new regulation on FDI 
requiring a minimum investment of USD 500,000. 

In the last quarter, NEF successfully organized dialogue series on renewable 
energy in partnership with The Asia Foundation (TAF). The discourse 
covered four pertinent issues that includes: Understanding the demand 
for renewable energy; Understanding the supply of renewable energy; 
Challenges and enablers in renewable energy sector; Legal, institutional 
and regulatory mechanisms around renewable energy.

This edition of nefport is Alternative Investment special, highlighting the 
dynamic demand of the investment. We would like to thank all the key 
contributors especially Nidhan Shrestha (CEO, Foodmandu), Niraj Giri 
(Executive- Director, SEBON), Shabda Gyawali (Investment Manager, 
Dolma Foundation ), Shikshya Gyawali (Business Analyst, One to Watch) 
for helping us make this issue an enriching one.

We continue to look forward to your valuable comments and suggestions.

EDITORIAL
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POLITICAL OVERVIEWPOLITICAL OVERVIEW

The unification process of the Communist Party of Nepal Maoist Centre and Unified Marxist–

Leninist to form the ruling party of the country, the Nepal Communist Party, was completed this 

quarter. With the unification process complete, the government is now working to create an 

enabling environment for conducting businesses and facilitating investments. In this context, the 

government convened the Nepal Investment Summit and passed four vital pieces of legislation 

to facilitate investments—Foreign Investment and Technology Transfer Act, Public-Private 

Partnership and Investment Act, Specialized Fund Regulation Act and Special Economic Zone 

Act. Besides, the Department of Industry has also introduced the institutional framework to 

establish One Stop Service Center to make industrial administration processes simpler. This 

quarter also witnessed rigorous debates and discussion on three media Bills presented at 

Parliament—Advertisement Regulation Bill, Information Technology Management Bill, Media 

Council Bill, and the National Citizenship Bill. The other two major developments made on the 

political front are the government crackdown on Netra Bikram Chand-led Communist Party 

of Nepal and agreement reached with the coordinator of Alliance for Independent Madhes, 

CK Raut, to renounce his secessionist campaign of Free Madhes. On the bilateral front, an 

agreement was reached with China that allows Nepal to use seven Chinese ports and with 

Vietnam on exemption of visa to diplomatic and official passport bearers. The government also 

released the annual budget for fiscal year 2019/20.

Ruling Party merger concluded: The 
ruling Nepal Communist Party 
(NCP) that holds a commanding 
two-thirds majority in the Parliament 
has completed its unification process. 
The Party was formed following the 
merger of CPN (Maoist Centre) and 
UML (Unified Marxist–Leninist). 
The completion of the merger is 
a positive development in Nepal’s 
political landscape. While both the 
Party leaders, Pushpa Kamal Dahal 
from the former Maoist Party and K. 
P. Oli from the former UML Party will 

share the chairmanship, the Central 
Committee will comprise of 441 seats 
while the politburo will be a third of 
it. These seats will be divided amongst 
the former UML and former Maoist 
Party in 45:55 ratio respectively. With 
the merger of district committees, 
the former Maoists now have 33 
chairpersons and the former UML 
have 44 chairpersons.1 

Nepal Investment Summit 2019 

convened: The Nepal Investment 
Summit 2019 that took place on 29-
30 March in Kathmandu was hosted 

to draw national and international 
investors to bridge Nepal’s existing 
capital and technological gap. The 
government’s commitment to address 
policy bottlenecks and ensure an 
investor-friendly environment set 
the Summit apart from previous 
investment summits. Three hundred 
plus companies from 40 countries 
attended the Summit.2 Projects 
from sectors such as Agriculture, 
Energy, Industry, Information 
and Communication Technology, 
Tourism, and Transport Infrastructure 
were pitched to the investors among 
which investment commitments 



9NEFPORT ISSUE 37 – JUNE 2019

were received for 17 projects.3 In 
addition, various investors signed 15 
Memorandum of Understandings 
(MoUs), most of which were joint 
venture agreements (JVA) on energy 
projects. Few notable deals signed in 
the Summit  are listed in table 1:4

Before the Summit, the government 
also amended three vital pieces of 
legislation—Foreign Investment and 
Technology Transfer Act, Special 
Economic Zone Act and Public-
Private Partnership Act. Besides, 
the Securities Board of Nepal also 
introduced the Specialized Investment 
Regulation Act5 to regulate the 
Alternative Investment asset class in 
Nepal. In addition, the Department 
of Industry has also published the 
operational structure of the One 
Stop Service Center that is meant to 
serve as a single window to facilitate 
all procedures related to industrial 
administration.6 The introduction 

of policies to facilitate investment 
accompanied by political stability has 
boosted investor’s confidence and has 
created a positive momentum among 
potential investors.

Foreign Investment and Technology 

Transfer Act 2075 released: Some of 
the key provisions of the Foreign 
Investment and Technology Transfer 
Act 2075 are listed below:
» The Department of Industry 

(DOI) is proposed to remain as 
the authority to approve, regulate, 
and facilitate foreign investment.

» DOI will approve investments 
under NPR 5 billion (USD 
44.65 million). This threshold is 
an increase from the prevailing 
amount of NPR 2 billion (USD 
17.86 million). Investments 
above NPR 5 billion (USD 
44.65 million) will be approved 

by the Industry and Investment 
Promotion Board (IIPB).

» Foreign investment approvals may 
be granted through an automatic 
route, but the procedures are not 
defined.

» Single approval from the DOI, 

IIPB or IBN is enough.
» Capital Investment Funds will 

be allowed for investment in 
equity (not debt instruments) 
after approval from the Securities 
Board of Nepal (SEBON) and 
DOI.

» Nepali companies will be allowed 
to issue securities (bonds, 
debentures and others) in foreign 
capital markets after gaining 
approval from the Nepal Rastra 
Bank (NRB) and SEBON.

» Only companies with foreign 
equity investment can take 
foreign loans. Further, while 
approvals for foreign loans are 

Table 1 Notable deals inked at Nepal Investment Summit 2019

Type of Agreement Sector/Name Investors

Joint Venture Agreement
Development of 600 MW utility-scale solar 
Photovoltaic projects

Chaudhary Group and Skypower

Memorandum of Understanding Development of Solar Photovoltaic Energy
Chief Minister’s Office of Province 2 and CG 
Infrastructure Private Limited

Joint Venture Agreement
Development of 164 MW Kaligandaki Gorge 
Hydropower Project

Yunnan Xinhua Water Conservancy and 
Hydropower Investment Company Limited, 
Hydro Solutions Group and Shanghai 
Investigation, Design and Research Institute 
Company Limited

Commitment Letter
Financing of 900 MW Arun-3 Hydro Power 
Project

Nabil Bank, Everest Bank, State Bank of 
India and SJVN Arun-III Power Development 
Company

Joint Venture Agreement 5G Mobile Network Service CG LifeCell and Turkcell

Joint Venture Agreement Development of Multi-model Logistics Park Chaudhary Group and Sharaf Group

Agreement for PPP model Development of Simara SEZ
Investment Board Nepal (IBN), International 
Finance Corporation (IFC) and Special 
Economic Zone (SEZ) Authority

Agreement

Himalaya Boutique Village Resort (Banepa) 
Cozy Resort, South Asian Herbal Detoxication 
SPA, Time Sharing Villas, Open Zoo, 
Adventurous Sports in Nepal

Sincere Consulting Company Limited and 
Resources Himalaya Boutique Village Resort 
Private Limited

Joint Venture Agreement Development of a grain warehouse
National Collateral Management Services 
Limited and Nepal Warehouse Company Limited

Announcement of FDI NPR 399 million (USD 3.56 million)
Muthoot Finance, India in United Finance 
Limited in Nepal
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currently provided by the DOI 
and NRB, the Bill provides 
that loans will be approved 
by the NRB following the 
recommendation of the Ministry.

» Allows investors to repatriate 
dividends, profits, earnings, 
proceeds of sale of shares and 
proceeds of liquidation and 
amounts recovered from legal 
proceedings, which were not 
clear previously.

» All transfers of ownership of 
foreign companies (or their 
holding companies) that have 
investments in Nepal need to be 
notified and tax needs to be paid 
in Nepal.

» Restricts business visas to a 
maximum of two persons and 
their family only.

Public Private Partnership Act 2075 
published: Some of the key provisions 
of the Public Private Partnership Act 
2075 are listed below:
» The Investment Board (IB) shall 

approve investment of projects 
costing NPR 6 billion (USD 
53.58 million) or more.

» Approval of survey, facilitation 
and approval of investment shall 
be carried out by the Board for the 
projects with investment of NPR 
6 billion (USD 53.58 million) 
or more from the private sector 
and which is built, operated and 
managed by the private sector.

» The Office of the IB will consist 
of two units—Public Private 
Partnership (PPP) Unit and 
Investment Unit (IU).

» The PPP unit will carry out the 
feasibility study of projects to be 
implemented under the concept 
of PPP, select the developers and 
facilitate the public agencies in 
constructing and operating the 
projects, among others.

» The IU will carry out necessary 
coordination, collaboration and 

facilitation works for creating an 
investment-friendly atmosphere 
for private investment promotion 
under the Board.

» Any project relating to 
infrastructure structure may be 
carried out through the public 
private partnership under the 
following methods: 

 � Build and Transfer (BT);
 � Build, Operation and Transfer 

(BOT);
 � Build, Own, Operation and 

Transfer (BOOT);
 � Build, Transfer and Operation 

(BTO);
 � Lease, Operation and Transfer 

(LOT);
 � Lease, Build, Operation and 

Transfer (LBOT);
 � Development, Operation and 

Transfer (DOT);
 � Management, Operation and 

Transfer (MOT);
 � Rehabilitation, Operation and 

Transfer (ROT);
» In case any project is deemed 

appropriate to be implemented 
through negotiations for any 
of the following reasons, the 
concerned agency may get such 
project implemented through 
negotiations:-

 � Having no possibility of 
competition owing to the 
nature or costs of the project;

 � Having a new concept or 
technology involved;

 � Project selected as the one to 
be implemented on a national 
priority basis;

 � Any project which is not 
appropriate to adopt the 
procedures of this Act.

» The Government of Nepal shall 
establish a Viability Gap Fund 
for construction, operation and 
expansion of the projects that 
yield positive could not yield 
reasonable immediate financial 
returns but are important 

infrastructure projects in the 
long run. The fund will be 
made available as capital and 
operational grant or loan.

» Regarding security and 
protection of investment, no 
project operated under this Act 
shall be nationalized during the 
period of the license. 

» For the project to be implemented 
under this Act, a One Door 
Service Center at the Office of IB 
shall be established to facilitate 
the process of obtaining project 
license, survey permission, 
Memorandum of Understanding 
and investment permission. 

» The IB can implement projects at 
a Province or local level if it deems 
fit, and may grant approval to the 
concerned Province or local level 
to implement the project under 
public private partnership.

» A foreign citizen coming to 
conduct a study, research or 
survey of a project licensed under 
this Act shall be provided with 
a non-tourist visa for up to six 
months.

Specialized Fund Regulation 
Act issued: The Specialized Fund 
Regulation Act was introduced by the 
SEBON to regulate the alternative 
class investment. Major provisions of 
the act are:
» The minimum investment that a 

Limited Partner (LP) can make is 
NPR 5 million (USD 44,650). 

» Sets a minimum corpus of NPR 
150 million (USD 1.34 million) 
and 2% of the corpus is required 
at all times as Sponsor/General 
Partner to show commitment. 
Paid up capital of NPR 2 million 
(USD 17,860) or more is 
required.

» Foreign investors (except 
for bilateral and multilateral 
agencies) neither are allowed to 
invest nor are governed by this 
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regulation. Restricting foreign 
private equity players to invest 
might limit exit options for local 
PE Funds.

» Considering the limited life of 
the VC/PE funds, the one-year 
lock-in period is encouraging.

» Non-resident Nepalis will be 
allowed to invest in the funds 
as per the regulation, but more 
clarity and certainty is required 
on the applicability of taxes and 
route of investing.

» Allows investment in equity, 
equity link instruments, and 
convertibles. However, the funds 
would require prior SEBON 
approval to optionally convert 
the financial instrument.

» Banks and Financial Institutions, 
pension funds, insurance 
companies can be investors in the 
funds. 

» Requires the Chief Executive 
Officer and the Board of 
Directors to be a Business/
Finance/Management/Legal/
Chartered Accountant /Certified 
Financial Analyst by academic 
background.

One Stop Service Center introduced: 
As per the Industrial Enterprise Act 
2073, the One Stop Service Centre 
(OSSC) is a single entity that will 

provide services, exemption, benefits, 
concession, and incentives or 
motivation to industries or investors 
easily and conveniently. It will serve 
as a single unit representing various 
government units and will provide 
all industrial administration related 
services ranging from registration 
to exit of businesses. The OSSC 
will comprise of following eight 
units—Industry Registration Unit, 
Environment Unit, Foreign Exchange 
Facilitation Unit, Visa Facilitation 
Unit, Infrastructure Unit, Land 
Administration Unit, Customs and 
Revenue Unit and Administration 
and Law Unit.

There will be 41 personnel working 
in the OSSC including the Chief 
Executive Officer. The Director 
General for the Department of 
Industry will be leading the OSSC 
as the Chief Executive Officer while 
the remaining 40 personnel will 
comprise of representatives from the 
following authorities, which can be 
further amended by the Government 
of Nepal when required: 
» Department of Industry (DoI)
» Office of the Company Registrar 

(OCR)
» Inland Revenue Department 

(IRD)

» Ministry of Energy, Water 
Resources and Irrigation 
(MoEWRI)

» Ministry of Forests and 
Environment (MoFE)

» Ministry of Land Management, 
Cooperatives and Poverty 
Alleviation (MoLMCPA)

» Department of Immigration
» Department of Labour and 

Occupational Safety
» Department of Customs
» Ministry of Physical 

Infrastructure and Transport 
(MoPIT)

» Department of Commerce, 
Supply and Consumer Protection 
Management (DoCSM)

» Nepal Rastra Bank (NRB)
» Nepal Electricity Authority 

(NEA)
» Nepal Telecommunication 

Authority (NTA)

Various Bills on media raise 
tensions:7,8  Advertisement Regulation 
Bill, Information Technology 
Management Bill, and Media Council 
Bill that have been presented in the 
lower house has sparked tensions. 
Journalists have been raising concerns 
on a few provisions of the Bills that are 
accused of curtailing press freedom. 
Table 2 presents a few points in the 
Bills that have sparked the debate.

Table 2 Proposed Media Bills, Concerns and Impacts

Proposed Bill Major Provisions Concerns

Advertisement 
Regulation Bill

The Bill empowers the local level to declare a certain 
area as ‘no advertisement area’ on any specific 
issue.

Municipal laws and consumer law also govern the 
process of hoarding boards and other similar things.

The Bill stipulates a provision of a seven-member 
advertisement board led by a person appointed by 
the government to carry out functions related to the 
regulation of advertisements. The board will distribute 
government advertisements to media houses 
proportionally.

Media outlets close to the Advertisement Board to 
get government advertisements and announcements 
related to public interests.

Publishers and owners of media outlet, both print 
and electronic should be held responsible for the 
contents of the advertisement.

Overlap with provisions of the penal code that 
punished those who violate advertisement rules.
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Information Technology 
Management Bill

Broad definition of “social network” in the Bill 
includes all information and communication 
technology-based platforms where people and 
organizations interact or share content.

The wide-scope nature and the vague language 
used in the provisions could give the authorities 
unchecked power to block social media platforms 
if they are not registered in Nepal, threatening to 
curtail freedom of speech online. Also, increased 
surveillance of personal data and more red tape for 
internet-based companies raise concerns.

The Bill allows the authorities to fine or imprison 
individuals who post “improper” contents on social 
networking sites that are deemed as discrediting and 
an attack on national security.

The Bill threatens online freedom and violates the 
right to freedom of speech and opinion mentioned in 
the Constitution.

Media Council Bill The Bill proposes confiscation of media equipment 
and a fine of up to NPR 10 million (USD 89,301) and 
15 years in jail for media persons found publishing 
offensive content undermining national sovereignty, 
geographical integrity or nationality.

A direct attack on press freedom and increased 
authority of the government in hiring and firing 
council members.

National Citizenship Bill padlocked: 
Alongside various legislations that the 
Government of Nepal is planning 
to amend, National Citizenship Act 
2063 has gained major traction in the 
last quarter. The Bill to amend this 
Act was presented at Parliament by 
State Affairs and Good-Governance 
Committee on August 2018.9  Two of 
the key issues relating to naturalized 
citizenship, which have been 
padlocking the passage of the Bill are 
–
» Article 7(1) of the Act provides 

that a child born to a female 
Nepali citizen from the marriage 
with a foreign citizen in Nepal 
may be granted naturalised 
citizenship. For this, the applicant 
has to produce proof that he/she 
has not acquired the citizenship 
of his/her father’s nation. These 
provisions do not apply to a child 
born to a male Nepali citizen 
from the marriage with a foreign 
citizen.10 

» As per Subsection 5(1) of the 
Act, a foreign woman married 
to a Nepali male citizen can 
obtain naturalised citizenship 
provided she submits the 
required documents including 
marriage registration certificate 
and evidence of initiation of the 
process to revoke her original 

citizenship. This provision does 
not exist for a Nepali female 
citizen to pass on citizenship to 
her foreign spouse.11 

Although Article 38 sub-article 1 of the 
Constitution states that, every woman 
shall have an equal lineage right without 
any discrimination, the inequality in 
provisions of acquiring naturalized 
citizenship by woman’s descent has 
padlocked the amendment of the Act. 
The issue was further aggravated after 
the Committee introduced a provision 
that a child born from a female Nepali 
citizen can obtain citizenship by descent 
in cases where the father’s identity is 
unknown. For this, the applicant has 
to provide an explanation on why the 
father’s identity is unknown and if 
the government maintains an official 
record stating the same. In a similar 
manner to the above two articles, this 
provision does not apply to a male 
Nepali citizen as he will not require to 
produce the identity of his spouse.
While the Ministry of Home Affairs 
on 3 April issued a circular to the Chief 
District Officers to grant citizenship 
by descent to those individuals whose 
parents are citizens by birth,12 the 
Supreme Court issued an interim 
order not to implement the circular as 
amendments to the Bill was still under 
discussion in  Parliament.13 

Government signs agreement with 
secessionist advocate CK Raut: 
Chandra Kant Raut, a secessionist 
advocate of ‘Independent Madhes’ 
has signed an 11-point agreement 
with the government to honor 
the "sovereignty" and "territorial 
integrity" of the country.14  In return, 
the government has dropped all the 
charges against Raut. Meanwhile, the 
opposition Party, Nepali Congress, 
has blamed the government of 
signing an agreement that is against 
national unity. However, with 
the signing of this agreement, the 
chances of conflict in the Terai have 
been averted.

Government announces a ban on 
Chand-led Party: The Netra Bikram 
Chand-led Communist Party of 
Nepal has been labeled as a criminal 
group by the government and a 
ban on its activities has been put in 
place.15 The Maoist sprig had been 
involved in criminal activities such 
as extortion, bomb blasts, and arson 
attacks in the name of political outfit. 
The opposition Party, however, has 
opined that the government action 
is a politics of negation and will sow 
the seeds of conflict, and instead 
emphasized that discussions and 
negotiations with the Party would 
have been a better solution.16 
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Nepal gains access to Chinese 
ports: Nepal has gained access 
to four Chinese Seaports in 
Lianyungang, Shenzhen, Tianjin 
and Zhanjiang and three land ports 
in Lanzhou, Lhasa and Shigatse 
for third-country trade after China 
and Nepal signed the protocol 
on implementing the Transit and 

Transportation Agreement.17 The 
signing of the protocol is expected 
to boost investor confidence as 
it will enhance Nepal’s reach to 
China’s inland rail and road services. 
To effectively access these ports, the 
government still needs to invest 
more in developing infrastructure 
in northern Nepal.

Prime Minister visits ASEAN 
countries: This quarter observed 
Prime Minister’s visit to two ASEAN 
Countries—Cambodia and Vietnam.  
During the visit, Agreement on 
Trade and Investment Framework 
was signed with Cambodia and an 
agreement was signed with Vietnam 
on exemption of visa to diplomatic 
and official passport bearers.18,19 

OUTLOOK“
As the National Communist Party concludes the merger, a stable political climate can be anticipated at the central level. 
Minor contentions, however, may arise within the Party in a bid to maintain an intra-Party balance of Party's district 
committees and sister wings. The investors’ confidence is expected to grow in the next quarter given the governments’ 
push to facilitate suitable investment environment and the release of the budget for fiscal year 2019/20. On regulation 
font, the three media Bills and citizenship Bill tabled in the parliament are not likely to be approved without amendments 
given the widespread civil society’s protest on the subject. There are possibilities of a rise in tensions on security font, 
given the announcement of a ban on the Chand-led communist Party. Bandhs and strikes can be expected in the coming 
quarter. Moreover, the government will likely be more pliant on negotiating with Chand if the strikes and other security-
related issues plummet.
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INTERNATIONAL ECONOMYINTERNATIONAL ECONOMY

This quarter evidenced a bleak picture of the international economy. Global growth has 

been revised downward due to the negative effects of tariff enacted in the United States and 

China, and a softer economic momentum in Europe, including an extension to the Brexit deal. 

Extra loose monetary policies have risen public and private debt to historical highs in many 

countries and the dollar and Yuan weakened in the first quarter of 2019. Oil prices rebounded 

on the back of OPEC quota cuts late last year.

America first - Costing the world: 
While the U.S.-China trade war that 
began almost a year ago has created 
turbulence in the economies of both 
the countries, the Chinese economy 
has suffered more from the conflict—
China has witnessed a declining 
average GDP growth from 6.9%  in 
2017 to 6.6% in 2018, slowest in 28 
years.20 The U.S. economy, on the 
other hand, grew 0.1% below the 
estimates at 3.5% in 2018, and for 
the first quarter of 2019, the numbers 
have been revised to 3.1% from an 
estimate of 3.2%.21 

The major pros for the U.S. from this 
trade war are the narrowing trade 
deficit with China, narrowest in three 
years in March. On the cons side, 
the price of items on the U.S. store 
shelves in seven tariff-hit categories 
increased 1.6% through April, the 
factory production fell for the third 
time in the first quarter of 2019 and 
Chinese investment in the country 
sank noticeably. On the other hand, 
China reported that its industrial 
output, retail sales and investment 
all slackened in April by more than 
economists forecast. Compared to 
the U.S., U.S. investment in China 
declined only marginally. Equity 

markets in both countries slumped in 
2018 by the most in a decade.22 

Being the giants of the world economy, 
the decline in their economic growth 
has stunted global growth as well. The 
global growth has been estimated to 
expand by 3.1% this year, the slowest 
expansion since 2016.23 While analysts 
predict that the global economy could 
undergo recession24 in the coming 
year, Asia’s low-cost manufacturers, 
especially from the ASEAN block, 
are gaining from the conflict. Most 
of the contract manufacturing has 
been directed to ASEAN countries 
and so has the capital. Low labor costs 
and incorporation of automation 
in industrial production are 
fundamentally shifting manufacturing 
to Southeast Asia.25 However, given 
that both the US and China are 
main export markets for the ASEAN 
countries, lower trade volumes are 
expected in some countries that are 
more reliant on international trade, 
like Singapore, Malaysia, Thailand 
and Vietnam.

In light of the protracting trade war, 
big multinational companies such as 
Ford, Apple, and Walmart that are 
highly reliant on the international 

supply chain have already lowered 
their revenue targets and/or remodeled 
their financial strategy to cope with 
the impacts of the trade war.26,27 Some 
companies are responding to the 
rising tensions by making permanent 
changes to their business models, 
which means the effects of the trade 
war will be felt long after the political 
pressures ease.28 Concerning sectors, 
agriculture,29,30 automobiles31 and 
tech industries32 have been affected 
most by the trade war.33 The impact 
on the tech industry has especially 
shown marked influence on the 
European Union’s (EU’s) markets 
where 1/3rd of European companies 
are confronting forced technology 
transfers.34 

Fed halts the increase in interest 
rates for 2019: Given the deceleration 
in the global economy, the U.S. Federal 
Reserve (Fed) has planned to keep the 
interest rate range between 2.25% 
- 2.5%. This has been attributed to 
reduced spending and business fixed 
investment growth.35 The ongoing 
trade war has hiked consumer prices 
in the U.S., leading to a slowdown 
in the spending. Moreover, investors’ 
confidence has decreased, leading to 
lower investment rates. In the U.S., 
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the Fed interest is primarily connected 
to economic growth and also inflation. 
The Fed interest rate matters for 
the global market because the most 
important London Bank Offering Rate 
(LIBOR-benchmark for bank rates all 
over the world) varies according to this 
rate. The gradual impact is trickled 
down to the investors and consumers 
as a rising LIBOR makes all loans more 
expensive, reducing consumer demand 
and slowing economic growth. 
Moreover, companies that cannot 
expand will not hire. In other words, 
high LIBOR could result in a recession 
and high unemployment rate.

Yuan depreciates steadily: The 
Chinese currency, Yuan slid down 
by about 2.5% in May, headed for 
its worst drop since July and the 
biggest loss in Asia.36 Given the 
deficit being observed in the current 
account, a slowdown of the economy 
and stagnant investment flows, the 
currency is witnessing a sharp pace 
of depreciation. Although China has 
maintained quasi capital controls 
for years, the ongoing trade war is 
overpowering the government’s efforts 
to maintain Yuan at a level where the 
investors do not panic.  

A weaker Yuan would decline the 
value of assets in China and capital 
outflow would take place from the 
country. There are increasing pieces 
of evidence of the accelerating pace 
of capital outflows.37 To counter this, 
China has tightened the controls 
on underground banking. Anyone 
found exchanging up to 25 million 
Yuan (USD 3.69 million) would 
be sentenced to five to 15 years in 
prison and fined 0.1 percent of the 
exchanged amount.38 

International Debt Statistics 2019 
report released: A recent report 

published by the World Bank states 
that the global external debt stocks 
at end-2017 stood at over USD 7 
trillion.39 Some highlights of the 
report are:
» Net financial inflows (borrowing 

and equity) to low- and middle-
income countries increased by 
61% in 2017. This is the highest 
increase since 2013, driven by a 
sharp rise in both long-term and 
short-term debt inflows.

» The total external debt of low- 
and middle-income countries 
rose 10% in 2017 to USD 7.1 
trillion, a faster pace of debt 
accumulation than the 4% 
increase in 2016.

» Public sector entities in the world's 
poorest countries borrowed 
externally on a large scale in 2017 
despite rising concerns about 
debt sustainability. Out of the 
59 International Development 
Assistance recipients, Bangladesh 
borrowed a highest of USD 47.2 
billion at end 2017 followed 
by three African Countries – 
Ethiopia, Ghana and Sudan.

Pakistan receives a bailout from 
the IMF: Pakistan’s economy 
that is facing an economic crisis 
has received a bailout from the 
International Monetary Fund 
(IMF) on May 2019. The country is 
facing a balance-of-payments crisis 
triggered by high fiscal and current-
account deficits and dwindling 
foreign exchange reserves.40 Foreign-
exchange reserves have dropped to 
the lowest level in almost four years; 
the government is running twin 
current-account and budget deficits 
of more than 5% of GDP. The IMF 
has reached an agreement with the 
Pakistan government on economic 
policies that could be supported 
by a 39-month Extended Fund 

Arrangement worth USD 6 billion. 
This agreement is aimed to support 
the government’s strategy for stronger 
and more balanced economic 
expansion by reducing domestic and 
external imbalances, improving the 
business environment, strengthening 
institutions, increasing transparency, 
and protecting social spending.41 

Brexit deal unlocks extension: 
After the United Kingdom voted 
to leave the European Union in a 
referendum held on June 2016, 29 
March 2019 was the final deadline to 
complete the exit process. However, 
the Parliament rejected Prime 
Minister Theresa May’s exit deal for 
the third time on 28 March, thus, 
unlocking the six month Article 
50 extension of country’s exit from 
the European Union. Britain will 
remain a member state of the EU 
until 31 October 2019. Amid the 
given circumstances, Theresa May 
announced her resignation as the 
leader of Conservative Party starting 
7 June 2019 and will stay in office 
until a successor is found. 

Given such political uncertainties, 
Britain is facing an economic crisis 
as well—the Pound is plunging, 
inflation has increased, goods trade 
deficit are record high, hike in wages 
has stalled, and the housing market 
is contracting.42 While economic 
growth increased from 0.3% to 0.5% 
in the first quarter of 2019, analysts 
believe that stockpiling is the driving 
force behind this growth, which will 
ultimately unwind by 2021.43 

Oil prices witness slump: With 
the global economic slowdown and 
surging oil production in the U.S., 
there is a surplus of oil supply in the 
market leading to a decrease in prices 
of oil worldwide as shown in Figure 1.
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OUTLOOK“
In the next quarter, Japan is hosting the G20 Summit, which will be attended by the top leaders of the world. The leaders 
of both the US and China will confront each other for the first time in 2019 in this Summit. While the confrontation will 
likely have little or no impact on the protruding trade war, tariffs on more commodities can be expected from the US as 
the election approaches nearer in the country. Next quarter will also witness losses in the global market given the weak 
Yuan, Dollar as well as the Pound. Given the shrinking economy of the United Kingdom, India is expected to become the 
fifth biggest economy in 2019. In addition, African countries are expected to lead economic growth in the next quarter. 
Oil prices, however, will continue to tumble as there is only a certain extent of the brunt of low oil prices that the OPEC 
countries can bear to keep the prices stable.

Figure 1 Slump in the global oil prices in the first quarter of 2019

Source: oilprice.com. also please make sure the font is consistent 
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MACROECONOMIC OVERVIEW
The year-on-year (YoY) inflation level inflated to 4.2% over the past nine months of FY 

2018/19, nevertheless the inflation is within the targeted level of 6.5%. On the other hand, 

Nepal's trade deficit continues to widen as merchandise import increased to NPR 991.81 

billion (USD 8.85 billion).  

MACROECONOMIC OVERVIEW

Inflation: The inflation rate, 
measured by Consumer Price Index 
(CPI), has decreased to 4.4% in 
mid-April (see Figure 2). It stood 
at 5.3% over the same period 
the previous year. Food inflation 
waned to 2.8%, which was caused 
by the decrease in prices of pulses 
and legumes, spices, vegetables 

and fruits. Non-food inflation also 
remained stagnant at 5.8%.

Inflation wedge between Nepal 
and India: The inflation wedge, 
measured as the YoY change in CPI 
of India and Nepal has moderately 
increased to 1.5%, as shown in 
Figure 3. Over the same period last 

year, the inflation wedge between 
India and Nepal stood at -1.1 %, 
as shown in Figure 4. An improved 
supply situation between the two 
countries and a deceleration in the 
Indian inflation rate can be cited 
as the main reasons for the subtle 
inflation wedge.

Figure 2 Year on year inflation measured by Consumer Price Index (CPI) for six months of FY 2017-18 & 2018-19

Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank
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Figure 3 Year-on-year percentage change in CPI in Nepal and India and the inflation wedge in the corresponding period 
for FY 2018-19

Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank

Figure 4: Year-on-year change in inflation wedge (based on CPI) between Nepal and India in FY 2017-18 & 2018-19

                 Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank
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Import-export and trade deficit: 
Merchandise imports have increased 
by 21.3% to NPR 1016.63  billion 
(USD 9.07 billion) in the first nine 
months of FY 2018/19, as shown in 
Figure 5 compared to 20.5% in the 
same period of the previous year. 
In comparison to the same period 
last year, Nepal's import from India 
and China increased by 19.2% and 
35.3% respectively, showing a greater 
dependency on its neighbors.  

Merchandise exports have grown at 
a sluggish pace in comparison to a 

drastic increment in merchandise 
imports. Merchandise exports 
increased by only 16.9% to NPR 
69.82 billion (USD 623.39 million) 
in the first nine months of FY 
2018/19. The corresponding figure 
was 8.2%% in the same period of 
the previous year. A lack of growth in 
the industrial sector can be attributed 
to the lack of any substantial growth 
in exports. Similarly, six months 
average wholesale price indices (WPI) 
increased to 4.0% in FY 2018/19. 
The corresponding figure was 2.2% in 
the previous year. 

As a result of the widening gap between 
imports and exports, Nepal's trade 
deficit increased by 21.6%, compared to 
21.5% in the same period the previous 
year, as shown in Figure 7. Nepal's trade 
deficit now stands at NPR 991.81 billion 
(USD 8.85 billion). Nepal's propensity 
to import goods from India and the lack 
of growth in domestic producers can be 
attributed to the widening trade gap. 
With the government unable to boost 
exports and support the development of 
the domestic industrial sector, the trade 
deficit will continue to worsen with 
imports growing at a substantial rate.

Figure 5 Year-on-year percentage change in merchandise imports in review periods in FYs 2017-18 and 2018-19

 Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank
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Figure 6 Year-on-year percentage change in merchandise exports in review periods in FYs 2017-18 and 2018-19

        Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank
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Figure 7 Year-on-year percentage change in trade deficit in review periods in FYs 2017-18 and 2018-19

Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank
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Government revenue: Government 
revenue collection increased by 19.5%, 
amounting to NPR 604.60 billion 
(USD 5.39 billion). The revenue 
collection had increased by 20.8% 
to NPR 505.90 billion (USD 4.51 
billion) in the corresponding period of 
the previous year, as shown in Figure 8.

Government expenditure: Total 
government expenditure stood at 

NPR 596.62 billion (USD 5.32 
billion), compared to NPR 643.64 
billion (USD 5.74 billion) previous 
year, as shown in Figure 9. This was 
on account of both recurrent and 
capital expenditure decreasing to 
NPR 447.54 billion (USD 3.99 
billion) and NPR 103.48 billion 
(USD 923.92 million) respectively. 
Recurrent and capital expenditure 
stood at NPR 491.28 billion (USD 

4.38 billion) and NPR 108.95 billion 
(USD 972.76 million) respectively 
in the corresponding period of the 
previous year. 

The utilisation of capital and recurrent 
budget has been approximately 32.9% 
and 54.01% respectively. Figure 10 
shows the monthly outlay in terms of 
percentage of the target achieved for 
government spending.44

Figure 8 Year-on-year percentage change in revenue collection during the review periods for FY 2017-18 and 2018-19

Source: Current Macroeconomic Situation of Nepal (Based on the six-month data of 2018/19), Nepal Rastra Bank
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Figure 9: Year-on-year change in government expenditure during the review period for FY 2017-18 and 2018-19

Source: Current Macroeconomic Situation of Nepal (Based on the nine-month data of 2018/19), Nepal Rastra Bank      

Review Period
2017-18 2018-2019

Figure 10 Budgetary outlay trend over the six months of FY 2018-19

 Source: Current Macroeconomic Situation of Nepal (Based on the six-month data of 2018/19), Nepal Rastra Bank      
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OUTLOOK“
Despite frequent political disruptions, the economic size of Nepal has increased significantly in the last 50 years. As such, the 
budget size has surged by 2,857 times to NPR 1.534 trillion in 2019 from NPR 540 million in 1967. However, the overarching 
priorities of the budget remain the same: promoting agriculture, encouraging industries, and prioritizing exports. While these 
five decades have brought significant changes in economies globally, for instance, Germany and Japan has emerged from 
the ashes of the World War II, Vietnam has achieved unprecedented economic growth despite being marred by war for many 
years and even Bangladesh that got only independence 49 years ago has managed to graduate from the status of a least 
developed country (LDC), Nepal is still struggling to achieve the economic goals set in 1967. If I had shrewdly foresighted 
that the priorities of the budget in 2019 would still be the same, the then finance minister, Surya Bahadur Thapa, would have 
definitely looked askance at my inconvenient views. The fear is that while the world would be aspiring to start a civilization in 
the moon, export-led growth and modernization of agriculture could still be the pillars of our budget. Moreover, even Keynes 
would not have imagined a period of more than 50 years, while sardonically explaining “in the long run we are all dead”.

On 29 May 2019, the incumbent Finance Minister of Nepal, Dr. Yubaraj Khatiwada presented the federal budget of NPR 1.534 
trillion for the FY 2019/20. While the budget definitely echoes the ethos of 1967, the contours of the current budget could have 
looked very different today had the country achieved the goals set five decades ago. The focus could have been on fostering 
artificial intelligence and promoting clean energy. Nonetheless, keeping the consternation aside, the current budget attempts 
to heal the injury by addressing the basic fundamentals of the economy. Accordingly, the budget provides economic space to 
promote manufacturing industries. For instance, the budget has made a provision to provide a 50% discount on electricity bill 
and 5% interest subsidy to apparel industries. Likewise, the budget also has made a provision of a challenge fund for suitable 
industries. 

A substantial budget of NPR 83.49 billion has been allocated for the development of hydro energy. As such, from the current 
fiscal year, Nepal is going to enter the uncharted landscape of energy surplus as 1000 MW of electricity is expected to be 
added to the national grid. While access to electricity is a definite sign of prosperity, it could, however, wane the revenue 
source of the government by distorting the consumption behavior. Over the years, access to energy could transfigure the 
domestic consumption, notablywith the surging import of electric utensils and decrease in the import of petroleum and fossil 
fuel vehicles.If the state becomes unable to export surplus energy or promote manufacturing industries, as such industries 
are the heavy consumer of the energy, the new consumption pattern could invite a revenue conundrum for the government. If 
we analyze the source of revenue over the past five years, the tax contribution of fossil fuel vehicles and petroleum products is 
significant. Fundamentally, the data of the first ten months of FY 2018/19 reveal that fossil fuel vehicles and petroleum products 
(including LPG) contribute to 39% of the total import revenue.

 

In this regard, considering the paucity of other sources of income, the government could subsequently revert to imposing 
heavy taxes on electric vehicles as well. A brief look at the economy of Latin countries provides a fair reflection on why their 
economies are still in a nascent stage despite having abundant natural resources. Given the buoyant electricity export to 
neighboring countries, in the long run, it will also be interesting to observe the impact on non-booming sectors, often termed 
as Dutch Disease. 

As a routine, the budget has prioritized the development of infrastructure. In fact, approximately 24% of the budget has 
been allocated for the development of infrastructure including railways, roadways, and airports. While the development of 
infrastructure is a must, the budget also should focus on the quality of such projects. It is usually observed that most of 
the capital expenditure is disbursed in the last quarter of a fiscal year. In fact, if we consider the trend of the last five years, 
approximately 54% of the capital expenditure has been spent in the last three months of the fiscal year.

 

In conclusion, promulgating the budget cannot be justified as an economic crusade to liberate Nepal from poverty. Equal 
attention should also be given to its implementation or else our priorities would be the same, even in the next half-century.
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AGRICULTUREAGRICULTUREAGRICULTURE

Nepal’s import of cereals reached a new high in spite of an increase in production of wheat 

and paddy. However, Nepal seems to become dependent on imported foods despite billions 

being poured in the agriculture sector annually. With laborers in the East demonstrating 

protest, the tea industry is expecting a huge plunge this year. Nepal Innovation Challenge—a 

United Nations initiative—is likely to assist the government in improving farming systems. 

Private players in the dairy sector express concern for small and medium enterprises with 

the influx of foreign investments.

Wheat and paddy harvest soars: 
The winter monsoon and improved 
varieties of seeds have led to the 
surge of 7% growth in wheat harvest, 
according to the Chief Statistician of 
Agriculture Ministry, Ram Krishna 
Regmi. The wheat harvest is estimated 
to set a new record of exceeding 2 
million tones this fiscal year. The 
harvest could create revenues of 
more than NPR 45 billion (USD 
401.85 million) with the current 
price of NPR 22 (USD 0.19) per 
kg of wheat. According to Central 
Bureau of Statistics, wheat being the 
third largest contributors to Nepal’s 
agricultural output after paddy and 
maize accounts for more than 7% of 
agricultural Gross Domestic Product. 

Similarly, according to the 
Agriculture Ministry, paddy harvest 
is estimated to increase by 9% this 
fiscal year compared to 2017-2018, 
amounting to set a record high of 
5.61 million tones this fiscal year. 
The harvest is projected to worth 
more than NPR 115 billion (USD 
1.02 billion) excluding the value of 
paddy by-products. The increase in 
the productivity of crops has certainly 
boosted the hope of achieving an 
economic growth rate by 7-8% this 
fiscal year.45 

Despite ballooning harvests cereal 
import hits high record: In spite of 
recording the largest paddy and wheat 
harvest in history, Nepal’s cereal 
import bill hit a new record high in 
the third quarter. Based on current 
trends, the total bill for this fiscal year 
ending mid-July is expected to exceed 
NPR 50 billion (USD 446.5 million). 
According to the Department of 
Customs, Nepal imported rice, 
paddy, maize and wheat worth NPR 
40.21 billion (USD 359.08 million) 
in the first nine months of 2018-19, 
up 23.10 % year-on-year. The top 
contributors are rice and maize.

Analysts say the steep rise in cereal 
imports is largely due to soaring 
demand for fine rice and maize used 
as animal feed. Cereal imports have 
swelled even though harvests of key 
food grains are projected to reach all-
time high this fiscal year.46 

Initiative to promote use of 
technology in agriculture: Nepal 
Innovation Challenge: AgriTECH 
was launched by the United Nations 
Capital Development Fund to foster 
the use of technology and innovation 
in the agricultural sector. This 
program was initiated to support 

Table 3 Annual Harvests Over The Years

Annual Harvest

Year Output (in tonnes)

2018-19 2.08 million

2017-18 1.94 million

2016-17 1.84 million

2015-16 1.73 million

2014-15 1.97 million

2013-14 1.88 million

2012-13 1.88 million

2011-12 1.84 million

2010-11 1.74 million

2009-10 1.55 million

Source: Agriculture Ministry
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the sector with necessary funding 
and training on improving farming 
system ranging from production 
to market processes, among others. 
The initiative will conduct targeted 
programs in association with Nepali 
start-up companies. The program 
mainly targets to promote and assist 
small farmers who lack access to 
finance, high quality agricultural 
inputs, relevant market information 
and alleviate challenges on the supply 
side.47 

Tea industries take huge plunge due 
to workers’ strike: Protest launched 
by tea workers in the eastern region of 
Nepal is likely to cause tea production 
to fall by at least a fifth year-on-year. 
Losses to the tea industry, one of the 
country’s key foreign currency earning 
sectors, are estimated to have topped 
NPR 1 billion (USD 8.93 million)—
NPR 640 million (USD 5.71 million) 
in production losses and NPR 400 
million (USD 3.57 million) in lost 
wages. Tea estate workers launched 
their strike on April 1 demanding 
implementation of the monthly 
minimum wage and social security 
scheme guaranteed by new labour 
and social security laws. More than 
30,000 tea estate workers have been 
hit as a result of the agitation. Due to 
the delay in plucking tea leaves from 
the plants, the green tea leaves have 
matured and started to turn yellow. 
The regional office of the National 

Tea and Coffee Development Board 
in Birtamod has estimated that the 
country could lose 20% of its tea 
output this year.

The government has made it 
mandatory for employers to pay 
industrial workers a minimum wage 
of NPR 385 (USD 3.43) daily or 
NPR 13,450 (USD 120.11) monthly 
and create a social security fund 
by this fiscal year, but tea factories 
have not implemented the rule. The 
agitating tea estate workers said that 
the factories had been paying them 
only NPR 278 (USD 2.48) daily for 
the last nine months.

After one and a half months of 
the protests, Minister for Labor, 
Employment, and Social Security 
Gokarna Bista assured tea laborers 
of Ilam that they would be paid the 
minimum wage. The minister visited 
tea farms and talked with laborers 
in order to resolve the protest. A 
few days ago, Bista had directed all 
tea farms and factories to either pay 
the minimum wage to the laborers 
or shut down their farms. Almost 
all tea farms and factories of Jhapa, 
including the government-owned 
and privately-owned, complied with 
the minister’s direction except for 
Triveni Shanghai Group. But after the 
minister’s visit, the Chairman of the 
group, Subhash Shanghai agreed to 
pay the accumulated minimum wages 

from mid-July last year. All tea farms 
in Ilam and Jhapa have been shut 
down since the first week of April due 
to laborers’ protests.48 

Prime Minister Agriculture 
Modernization Project initiated to 
boost coffee production: Gulmi, 
Arghakhanchi, Pyuthan, Palpa 
and Syangja are the largest coffee 
producers of the country and have 
been identified as the super zone 
this fiscal year for the agro products. 
According to the National Tea and 
Coffee Development Board, the 
import of 84 tonnes of instant coffee 
amounting to  NPR 93.72 million 
(USD 8.37 million) was comparably 
larger to the export of 163 tonnes of 
roasted coffee cashing in NPR 65.89 
million (USD 5.88 million). Presently, 
the coffee farming scatters to 2,900 
hectors of land in comparison to 1.19 
million hectors of potential quality 
coffee farming.

Thus, the Prime Minister Agriculture 
Modernisation Project is initiated to 
boost the production of domestic 
coffee in the super zone and help 
improve productivity and quality 
of the agro product. Likewise, the 
government has also introduced 
several policies like trade policy, 
coffee policy, standards of organic 
coffee and coffee export strategy 
among others to facilitate Nepali 
coffee production.49

OUTLOOK“
For Nepal to move ahead from the perpetual dependency on foreign markets for food, it needs to channelize comprehensible 
policies and create competitive markets. Competition is often seen as counterproductive for local markets, but larger economies 
validate an open market leading to a flourishing economy. With good initiatives like Nepal Innovation Challenge and increased 
foreign direct investment, the Nepali agriculture sector will boom.
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AEPC to access USD 50 million 
in GCF funds: The 22nd board 
meeting of the Green Climate Fund 
(GCF) held in February approved the 
application of the Alternative Energy 
Promotion Centre (AEPC) making it 
the first national accredited agency of 
the GCF in Nepal. The accreditation 
would grant the AEPC access to 
USD 50 million for low carbon and 
climate resilient development projects 
in Nepal. The programme is financed 
by Germany and jointly implemented 
by the United Nations Development 
Programme and United Nations 
Environment Programme.50 

Nepal-India Petroleum Pipeline 
in final stage of completion: The 
petroleum pipeline from Motihari, 
India, to Amlekhgunj, Nepal, 
is nearing its completion as the 
construction of the 68.9 km pipeline 
reaches its final stage. The pipeline 
is expected to operate from mid-
June and the Nepal Oil Corporation 
(NOC) has decided to import diesel 
in the initial phase. The pipeline will 

have the capacity to supply 200,000 
liters of oil per hour. Furthermore, the 
NOC has also decided to extend the 
oil pipeline to Chitwan.

India approves INR 12.36 billion 
investment for Arun 3 project: The 
investment proposal of an Indian state-
owned company to build a transmission 
line to extract electricity produced by 
Arun-3 Hydropower Project has been 
approved by the government of India.51  
The power generated from the project 
would be exported from Dhalkebar, 
Nepal, to Muzzfarpur in India. The 
hydropower project is a run-of-river 
located in the eastern part of Nepal and 
the construction of the transmission 
component is projected to generate 
employment for approximately 400 
people.

Large hydropower projects receive 
renewable status in India: In a bid 
to promote the hydropower sector, 
the government of India has declared 
large scale hydropower projects as a 
renewable energy source.52 Earlier, 

hydropower projects generating less 
than 25 MW were only considered as 
renewables and under the non-solar 
renewable purchase obligation (RPO) 
were eligible for incentives such 
as financial assistance and cheaper 
credit.53 Now such incentives can be 
enjoyed by larger hydro projects as 
well. Furthermore, the Indian Cabinet 
has approved budgetary support 
for flood moderation component 
of hydropower projects on a case to 
case basis; and budgetary support of 
INR. 1.5 crore per MW for up to 
200MW projects and INR. 1.0 crore 
per MW for above 200MW projects 
for infrastructure development such 
as  roads and bridges.

Invitation for the Expression of 
Interest: The Uttar Ganga Power 
Company Limited (UGPCL), which 
is a subsidiary of Nepal Electricity 
Authority (NEA), received financing 
from the government and has 
invited expression of interest for the 
consulting services Of Uttar Ganga 
Storage Hydroelectric Project. The 

The 14 member Organisation of the Petroleum Exporting Countries (OPEC) produced 30.17 

million barrels of crude oil per day (bpd) in May, which was 60,000 bpd less in comparison 

to April. Despite Saudi Arabia increased output by 200,000 bpd, it was unable to offset  

the supply drop of 400,000 bpd from Iran due to sanctions imposed by the U.S. Similarly, 

Venezuelan supply reduced by 50,000 bpd in May resulting due to the impact of U.S. 

sanctions and decline in the production of its state oil company. Another OPEC nation, 

Nigeria also saw a decline in supply due to disruptions in pipeline and exports. OPEC along 

with Russia and other non-members had agreed to reduce supply by 1.2 million bpd starting 

January 1st. OPEC and its allied members are scheduled to meet in June in order to decide 

whether to increase or further decrease the output.
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Upper Trishuli III A  connected to 
the national grid: The Upper Trishuli 
III 'A' has started to feed 30 MW of 
electricity to the national grid.55 The 
installation will aim to add another 
30 MW in June when its second 
unit would start operation. The NEA 
began the project’s construction 
about nine years ago with the 
concessional loan of USD 114.7 
million from the Export-Import 
Bank of China.56 

District of Darchula linked to the 
electric national grid: Darchula is 

the latest district to be connected 
to the national grid network. With 
the district now covered under 
the national grid, it has ended its 
dependency on the NEA for the 
import of 8 KW of electricity from 
India.57 The completion of the 
construction of Balach-Khalanga 
33kV transmission line facilitated 
the supply of electricity to the 
district. Earlier, NRS 2.5 million 
was paid monthly by the NEA to 
Uttarakhand Power Cooperation 
Limited for the import of electricity.

consulting service is required to 
review the feasibility study report, 
which would comprise of detailed 
engineering design and preparation 
of bidding documents as per the 
requirements of the UPGCL, NEA 
and the government.54 

The project would have an installed 
capacity of 828 MW, which would 
be a storage project located in the 
Baglung district. The Uttar Ganga 
River flow would be stored in an 
artificial reservoir and further diverted 
to the Nisi Khola.

OUTLOOK“
The power sector of Nepal continues to take positive strides with an increment of the national grid network and many hydropower 
projects coming into operation or nearing completion of construction. Similarly, the renewable energy sector of the country also 
continues to grow, particularly the solar energy sector, which has proven to be beneficial to provide electricity where the national 
grid has not yet reached. What is imperative now is to ensure that the implementation of the envisioned projects and plans be 
done on time. Doing so would result in not only sustainable energy development but also energy security and self-sufficiency.
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The Nepali economy has been historically plagued by inefficient, ineffective and slow-growing 

infrastructure. The Nepal Investment Summit 2019 represents the government and private 

sectors attempt to change this narrative by presenting NPR 3.79 trillion (USD 33.93 billion) and 

NPR 223.96 billion (USD 2 billion) respectively spread amongst 74 investment opportunities for 

local and international investors. Investments in sectors such as transportation, energy, health 

and education, among others, can also gradually lead to economic growth. 

Table 4: Potential Cost of Government projects presented at Nepal Investment Summit 2019

Hydro Power

West Seti & SR-6 storage (1,200 MW) NPR 226.2 billion USD 2.02 billion

Lower Arun (679 MW) NPR 145.58 billion USD 1.3 billion

Seti River (SR-6) storage (652 MW) NPR 131.02 billion USD 1.17 billion

Tamor storage (756 MW) NPR 135.5 billion USD 1.21 billion

West Seti storage (750 MW) NPR 122.06 billion USD 1.09 billion

Sunkoshi-Il storage (1,110 MW) NPR 114.22 billion USD 1.02 billion

Nalsing Gad (410 MW) NPR 82.75 billion USD 739 million

Transport Infrastructure

Nijgadh International Airport NPR 727.87 billion USD 6.5 billion

Kathmandu Valley Metro NPR 604.69 billion USD 5.4 billion

East-West Electrified Railways NPR 335.94 billion USD 3 billion

Kathmandu-Pokhara Railways NPR 313.54 billion USD 2.8 billion

Rapid Public Transport on Ramgram – 
Tilaurakot

NPR 257.55 billion USD 2.3 billion

Kathmandu Outer Ring Road NPR 201.56 billion USD 1.8 billion

Biratnagar Regional International Airport NPR 40.76 billion USD 364 million

Samakhusi – Tokha – Chhahare Road up-
gradation

NPR 29.67 billion USD 265 million

Dhangadhi Regional International Airport NPR 28.89 billion USD 258 million

Bus Rapid Transit on Ring Road of 
Kathmandu

NPR 16.68 billion USD 149 million

Inter-state Transportation in Sudurpashchim NPR 4.82 billion USD 43 million

Agriculture

Chemical Fertilizer Plant (Option 1: 
Dalkebar; Option 2: Bardaghat)

NPR 72.78 billion USD 65 million

Integrated Agriculture in Tillotama NPR 733.46 million USD 6.55 million

Integrated Agriculture in Parsa NPR 683.07 million USD 6.1 million

Integrated Agriculture in Pokhara NPR 630.44 million USD 5.63 million

Integrated Agriculture in Morang NPR 610.29 million USD 5.45 million

Integrated Agriculture in Chitwan and 
Banepa

NPR 496.07 million USD 4.43 million
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Integrated Agriculture in Surkhet NPR 352.73 million USD 3.15 million

Integrated Agriculture in Attariya NPR 351.61 million USD 3.14 million

Education and Health

Education, Health and Sports City  NPR 11.19 billion USD 100 million

Dhulikhel Medi-city NPR 8.28 billion USD 74 million

Gandaki Technical University NPR 6.83 billion USD 61 million

Urban Infrastructure

Hetauda Smart City NPR 33.59 billion USD 300 million

International convention and expo center 
Thimi, Bhaktapur

NPR 1.79 billion USD 16 million

Solid waste management in Butwal NPR 951.83 million USD 8.5 million

Solid waste management in Simara NPR 929.43 million USD 8.3 million

Solid waste management in Janakpur NPR 716.67 million USD 6.4 million

Solid waste management in Ratnanagar NPR 615.89 million USD 5.5 million

Solid waste management in Dhulikhel NPR 481.51 million USD 4.3 million

Tourism Infrastructure

Khaptad Tourism NPR 20.94 billion USD 187 million

Luxury Resort in Shey Phoksundo NPR 11.19 billion USD 100 million

Ski Resort in Manang NPR 11.19 billion USD 100 million

Damauli Multipurpose NPR 6.15 billion USD 55 million

Dolkha Mountain Academy NPR 5.03 billion USD 45 million

Dream Land Dhulikhel NPR 4.81 billion USD 43 million

Tal-Talaiya Theme Park with Hotel NPR 4.59 billion USD 41 million

Gautam Buddha Int’l Maternity Hospital NPR 4.36 billion USD 39 million

Film City Dolakha NPR 2.79 billion USD 25 million

Janaki Heritage Hotel and Cultural Village NPR 2.23 billion USD 20 million

Infrastructure Projects Presented to 
Potential Investors: The government 
of Nepal and the private sector on 
March 29-31 presented 74 potential 
projects before foreign and domestic 
investors. The government has 
proposed 47 out of the 74 projects 
valued at NPR 3.79 trillion (USD 
33.93 billion), while the remaining 
27 investment opportunities worth 
about NPR 223.96 billion (USD 2 
billion) come from the private sector. 
Six categories have been assigned to the 
projects that have been offered by the 
government–hydropower representing 
26.91% (NPR 1.02 trillion), transport 
infrastructure 67.43% (NPR 2.56 
trillion), agriculture 2.02% (NPR 
76.64 billion), education and health 
0.69% (NPR 26.31 billion), urban 
infrastructure 1.03% (NPR 39.08 
billion), and tourism infrastructure 

1.93% (NPR 73.34 billion) of the NPR 
3.79 trillion budget. According to the 
Investment Board of Nepal, Nijgadh 
International Airport is the largest 
valued individual project that will be 
built in three phases for an estimated 
NPR 727 billion (USD 6.5 billion)—
the first phase is said to be valued at 
NPR 61.03 billion (USD 545 million). 
The second largest project presented, 
with a cost estimation of NPR 604.69 
billion (USD 5.4 billion), is the 77-km 
long metro project that will have five 
routes undertaken by the Kathmandu 
Valley Metro Project. A summary of 
all the projects presented at the Nepal 
Investment Summit can be found in 
Table 4.58  

A Third of Kathmandu-Terai 
Expressway Returned: The 
Kathmandu-Terai expressway is 

expected to cost NPR 213 billion 
according to the Detailed Project 
Report (DPR) presented by Korean-
based Soosung Engineering and 
Consulting. The total distance for this 
expressway will be 72.5 km from the 
capital to Nijghad in Bara and will 
reduce travel time to just an hour—the 
trail will be facilitated by 98 bridges 
that cover a span of 11.17 km of the 
entire expressway. On the first week 
of May in 2017, the Nepal Army was 
awarded this project.59 However, the 
Nepal Army has just returned NPR 9.5 
billion (USD 84.83 million) out of the 
NPR 15 billion (USD 133.95 million) 
initial budget they had received. 
Acting as an official for the Ministry of 
Physical Infrastructure and Transport, 
the Army cites their DPR not being 
approved as the reason for this delay of 
work and return of funds.60  
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Rasuwagadhi Dry port Underway: 
The Nepal Intermodal Transport 
Development Board (NITDB) has 
signed an agreement with a Tibetan 
construction company on 12 May 
2019 to build a dry port in two 
phases at Timure of Rasuwa district 
within 30-months. The port will have 
a 5,000 sq. meter 5-storied building, 
a warehouse that will be over 750 
sq. meters, two custom clearance 
chambers in an area of 2,080 sq. 
meters. As per the agreement, the 
Tibetan construction company will 
build the port, while Nepal will 
be providing the land and security 
needed for deliberation. The NITDB 
has already acquired 8.5 hectares of 
land that also includes five hectares 
from Langtang National Park, for the 
project. However, some people who 
had given up their land and houses 
for the dry port are yet to receive 
compensation. Although the District 
Compensation Determination 
Committee has asked for NPR 
3.02 million (USD 26,983.55) to 
reimburse the remaining households, 
the Ministry of Industry, Commerce 
and Supplies has not released this 
additional budget. According to the 
compensation committee, NPR 1.85 
million (USD 16,520.8) for land and 
NPR 1.24 million (USD 11,073.41) 
for houses that were nationalized for 
this project is yet to be distributed.61  

Motihari-Amlekhgunj Pipeline at its 
Final Stage: The transnational oil 
pipeline from Motihari of India to 
Amelkhgunj in Bara, Nepal which was 
first proposed in 1996 is finally about 
to be completed. The construction 
for this pipeline was inaugurated in 
February 2019 by PM Oli and his 
Indian counterpart Narendra Modi. 
Initially projected to cost around 
275 crore Indian rupees, the cost is 
expected to increase by an additional 

50 cores because of the extra machine 
work needed to lay down the pipes. 
The Nepal government has invested 
75 crore Indian rupees in this bilateral 
investment till date and hopes for the 
flow of over 200,000 liters of fuel 
per hour once the pipeline becomes 
operational. Likewise, the repairs of 
the four old tanks in Amlekhgunj 
depot are also set to finish on par 
with the pipeline. Here, two of these 
tanks can hold 3,900kl of fuel each 
while the other two can store 4,100kl 
each. Only 3 km of the 68.9 km long 
pipeline within Parsa National Park is 
yet to be constructed.62  

Nepal’s Potential First Waterway: 
On 14 February 2019 PM Oli had 
inaugurated the ‘Nepal Ship Office’ 
which showed Nepal’s commitment 
on functioning ships in the country’s 
rivers for the transportation of goods. 
As a result, experts from the Ministry of 
Physical Infrastructure and Transport 
have already begun feasibility studies 
in Nawalparasi to operate ships at the 
Narayani River. This committee led 
by the joint secretary of the Water 
and Energy Commission includes 
representation from energy and 
irrigation, industry, commerce, 
physical infrastructure and transport, 
supplies and foreign ministries.63  
India has also incorporated the 
proposal from Nepal to extend our 
inland waterway facilities up to India’s 
nearest navigation points in the 
bilateral trade and transit treaties for 
a third country via India. Nepal will 
use the Indian facilities to import and 
export cargo from two of its rivers—
Koshi and Narayani—to reach Haldi 
port in Kolkata. More recently, 
the government has also received 
permission to use two additional 
seaports in India via this agreement. 
The state-of-the-art facility in Dharma 
of Odisha state and Mundra port in 

Gujrat are the two ports in question. 
The use of waterways can drastically 
reduce freight costs for goods.64  

‘Park KTM’ app to Solve New Road 
Parking Problem: Kathmandu 
Metropolitan City (KMC) has already 
launched the ‘Park KTM’ app and 
already constructed LED screens at 
designated digital parking spaces at areas 
such as Bishal Bazar, Indra Chowk area, 
Dharmapath, Pako and RB Complex. 
These spaces will be monitored through 
GoPro cameras and a server that will 
facilitate this app in showing the status 
of availability for parking spaces. The 
five designated spaces mentioned 
above will have the capacity to hold 
700 two-wheelers and over 200 four-
wheelers at NPR 25 (USD 0.22) 
and  NPR 60 (USD 0.60) per hour, 
respectively. KMC also announced that 
50 officials will be operating the overall 
management of this system. However, 
after an individual has booked a 
parking space, the system will cancel the 
booking should they arrive later than 15 
minutes.65  

Gautam Buddha International 
Airport (GBIA) unlikely in 2019:The 
plan to operationalize GBIA by 2019 
is highly unlikely as the Civil Aviation 
Authority of Nepal (CAAN) reports 
that only 70% of work is completed. 
The terminal building, control building 
and blacktopping of the runway are in 
its final phases. After the completion of 
blacktopping, the installation of lights 
and construction of a taxiway will 
take another 15 to 18 days. Prabesh 
Adhikari, project manager for GBIA, 
estimates that the construction of the 
airport will be completed by the end of 
2019, but more time will be required 
for GBIA to be fully operational 
because once the infrastructural work 
is completed, equipment installation 
needs to be finished.66
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Drinking Water & Sanitation Infrastructure

Melamchi Drinking Water Project NPR 7 billion USD 62.51 million

Other Drinking Water Projects NPR 43 billion USD 383.99 million

Education Infrastructure

Fund to construct 30-schools NPR 8.53 billion USD 76.17 million

Madan Bhandari Science & Technology University NPR 110 billion USD 982.31 million

Health Infrastructure

Health Service Providing facilities NPR 5 billion USD 44.65 million

Ramraja Prasad Singh Hospital – Rajbiraj NPR 400 million USD 3.57 million

Bir Hospital Upgrade NPR 400 million USD 3.57 million

Various Other Hospital Upgrade NPR 1 billion USD 8.93 million

Emergency Facilities in all VDCs NPR 5.57 billion USD 49.74 million

Agriculture Infrastructure

Sunkoshi Marine NPR 2.05 billion USD 18.307 million

Tarai Irrigation Projects NPR 960 million USD 8.57 million

Construction of Dams NPR 5.6 billion USD 50.009 million

Solar Irrigation Projects NPR 350 million USD 3.12 million

Energy Infrastructure

Budhigandaki 705MW NPR 13 billion USD 116.09 million

Budhiganga 20 MW NPR 2.02 billion USD 18.039 million

Rural Electrification NPR 4.5 billion USD 40.18 million

Transportation Infrastructure

KTM-Tarai Expressway NPR 19.18 billion USD 171.28 million

BP Highway Upgrade NPR 960 million USD 8.57 million

KTM Ringroad NPR 1.81 billion USD 16.16 million

Naghdhungha Underpass NPR 6.27 billion USD 55.99 million

200 Bridges across the nation NPR 7 billion USD 62.51 million

KTM valley Monorail & Metro NPR 7.7 billion USD 68.76 million

Air Transport Infrastructure

Gautam Buddha International Airport – Bhairawa NPR 700 million USD 6.25 million

Pokhara International Airport NPR 8 billion USD 71.44 million

TIA Upgrade to “boutique” airport NPR 230 million USD 2.05 million

Housing, Urban Development & Earthquake 
Reconstruction

Construction of 30,000 houses (Safe Housing Project) NPR 4.3 billion USD 38.4 million

Replacement of thatched roof for 20,000 houses NPR 530 million USD 4.73 million

Dharara Reconstruction NPR 1 billion USD 8.93 million
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A total budget of NPR 1.53 trillion (USD 13.66 billion) was presented by the Finance Minister Yuvraj Khatiwada for the fiscal 
year 2019/20. It aims to hopefully bring about an 8.5% economic growth and uplift the status of the nation to a middle-income 
country by 2030. The federal government is set to work with the provincial and local governments along with the private sectors 
and cooperatives in order to achieve the targets sets sectors like education, health, science and technology, employment 
tourism, industry, commerce and supplies, energy, transportation, urban development and so on.

It is clearly seen that infrastructure development has been made a top priority for the Government of Nepal. This would be very 
wise because it would help bring prosperity for its citizens; for instance, its plan to develop drinking water facilities will ensure 
that 92% of the nation has access to drinking water – this would represent the fulfillment of the most basic of human needs. 
Similarly, it has planned to also allocate NPR 163 billion (USD 1.45 billion) in the education sector through investments like 
the construction of new schools throughout the nation or funding of a high-tech scientific facility, all of which could also serve 
as a steppingstone for future prosperity too. Likewise, NPR 68 billion (USD 607.25 million) has also been allocated for the 
health sector out of which investments for emergency facilities at Village Development Committees (VDCs) and the elevation 
of various major hospitals like Bir Hospital and others throughout the nation constitute for infrastructure development of this 
sector. Moreover, as agriculture also still represents majority of the working class in Nepal a lot of infrastructure investments 
for this sector have also been planned – a total of NPR 34.8 billion (USD 310.76 million) has been allocated for this sector 
and includes infrastructure like dams, irrigation canals, etc. The government also plans to label the upcoming decade from 
2019 to 2029 as “Energy Decade”. It would only seem fitting it has allocated roughly NPR 89.93 billion (USD 803.09 million) for 
this sectorprimarily focused in hydro power generation. The energy needs of a nation should also be the primary focus for a 
developing nation like ours because it fuels commerce, industry and the development of other infrastructure as well. Also, the 
rural electrification project would also be extremely significant if it plans to provide access to electricity to 92% of the Nepali 
population. In addition to the energy needs, the connectedness of the nation has also been a major sphere for the budget 
proposed. Like energy, the transportation sector also facilitates other infrastructure development, trade and commerce, tourism 
and so on. In order to maintain existing road networks and start new ones, a total of NPR 181 billion (USD 1.61 billion) has 
been invested in the transportation sector that covers various projects like the East-West highway, Kathmandu Monorail and 
so on. Also, air transportation infrastructure has a total of NPR 15.85 billion (USD 141.54 million) allocated for it. This would 
include upgrading the current operational international airport – TIA – to international standards and the setting up of various 
regional and international airports too. Much of these investments are also due to the upcoming “Visit Nepal 2020” which aims 
to bring in at least 2 million tourists into Nepal in 2020. An efficient land and air connection network in Nepal is significant in 
the long run because the Hotel Association of Nepal has also been quoted to cite the lack of air and land connectivity to be 
the greatest deterrent for tourists to visit Nepal, the dusty conditions of the roads don’t particularly help either. Thus, they are 
also in agreement in this year’s scope of the budget to focus on infrastructure development.Lastly, the budget also focuses on 
the housing and urban development as well as the earthquake reconstruction sectors – a total of NPR 43.73 billion has been 
injected to these areas and includes the reconstruction of Dharara and Sundhara. The housing and urban development has 
been an important issue for any government to address throughout the world. The issue of the wellbeing and safety of the 
citizens of a nation is also a matter of sustainability for a country.
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INFORMATION AND 
COMMUNICATION TECHNOLOGY

In the review period, several government initiatives have been implemented in the field of 

Information, Communication and Technology (ICT). Efforts like ICT Expo, Nepal Broadcast 

Expo - 2019, software meet-ups and 4G technology agreements have helped to expand the 

IT industry and aided Nepal’s digital journey. Moreover, the launch of the first Nepali satellite 

has enhanced the domestic ICT connectivity and attracted foreign investments to the sector.

Revision of rental charge required 
by Internet Service Providers: The 
Nepal Electricity Authority (NEA) 
proposed a hike in rental fees of 
utility poles used by private Internet 
Service Providers (ISPs) increasing 
the cost of fixed broadband service by 
50%.67 The proposed hike in rental 
charge would offset the government 
policy of high-speed internet service 
at a low price.The current broadband 
cost averages around NPR 2111.94 
(USD 18.86) per month while the 

broadband users pay NPR 751.38 
(USD 7.71) per megabit per month. 
The users have been paying minimal 
cost, but if the rental charge is to 
increase and if, as stated by the Budget 
2076/77, the government continues 
to levy 13% telecom service charge, 
then the internet customers will have 
to pay 20% more for broadband 
connectivity.68 

Moreover, in recent days, most 
internet users demand optical fiber 

and cable-based internet service 
because of the low cost associated 
with it. Due to the increased demand 
of users for optical fibers and low 
maintenance costs of the current 
distribution system, the ISPs have 
been using NEA’s utility poles and 
fibers. However, due to the already 
inadequate laws and limited spaces 
related to the utility poles, the hike 
in rental charge can cause additional 
financial damage to the ISPs. 
Therefore, the private sector has 

Figure 11 Market Shares of Broadband Services

Source: Nepal Telecommunication Authority (MIS Report February-March 2019)
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proposed the state-owned utility to 
revise the new rental charges.

ICT Expo and Nepal Broadcast 
Expo – 2019: The Information, 
Communication Technology 
(ICT) Expo was held from 12 to 
14 April 2019 in Bhrikutimandap 
Exhibition Hall, under the theme 
“Inspiring, Transforming, Networking 
and Economic Growth through 
Digital Technology”.69 The expo 
intended to bring together the 
different stakeholders involved in 
the IT industry of Nepal such as 
technology service vendors, startups, 
private and public sector decision-
makers, integrators and ICT users. 
Discussions on the latest technology 
innovations, operation modality and 
their associated benefits to Nepal and 
the Asian market as a whole were 
emphasized upon. 

Similarly, the first of its kind, 
Nepal Broadcast Expo-2019, was 

also held from 12 to 14 April 2019 
in Kathmandu under the theme 
“The Next Generation Broadcast 
Technology in Nepal“. This expo 
focused on the latest technologies and 
advancements, exhibited by national 
and international exhibitors, such as 
4K/ UHD, multi-screen streaming, 
sports casting, studio equipment and 
many more.70 

Drop in the import of mobile phones 
and growth in grey market: According 
to the business data published by the 
Department of Customs for nine 
months of this fiscal year, the import 
of mobile phones has significantly 
dropped compared to the previous 

year. The drop has been attributed 
to the additional 5% excise duty 
imposed by the government, which 
totals to over 18% tax to be paid by 
the retailers on Smartphone import.71 
During the first five months of the 
fiscal year, the imports declined by 
16.19% against the same time frame 
of the previous year. While mobile 
imports have decreased, as per the 
Nepal Telecom Authority, the number 
of GSM mobile users has increased 
by 1.3 million in comparison to the 
previous year. Nepali businesspeople 
have also hinted that the variance in 
the data is also due to the increase 
in illegal smuggling of phones in 
response to the taxes. 

Table 5 Import of Phones in the First Five Months of the Fiscal Year

Fiscal year Quantity Amount (NPR)

2017/18 2.72 million 10.5 billion

2018/19 1.93 million 8.8 billion

Figure 12 Import of Phones in the First Five Months of the Fiscal Year

Source: Trade Export and Promotion Centre (TEPC)
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Nepal’s First Software Meet up: 
Nepal’s first Software Meet up was held 
on 26 April 2019. The meet up was 
conducted at Softwarica College with 
the sponsorship of Prabhu Pay digital 
wallet. The Software Meetup was 
organized to promote Nepali Software 
Industry. Discussions on  innovations 
and developments in the information 
technology sector of Nepal, along 
with the problems, challenges and 
opportunities associated with it 
took place at the event. Individuals 
from different startups, experienced 
software companies and concerned 
policymakers were brought together 
by this event for the development of 
the IT industry in Nepal.72

New Information Technology Bill 
2075 (2018) and Social Network 
provisions: The new Information 
Technology Bill 2075 (2018) proposed 
by Prime Minister KP Sharma Oli, 
replacing the Electronic Transaction 
Act 2006, has been designed to 
control social media and its misuse. 
Specific provisions of the Bill has been 
prepared by the government to track 
and monitor online speech. As per 
the bill, Department of Information 
Technology (DoIT) can ban online 
platforms like Facebook, Twitter, 
Instagram, Viber, Whatsapp and 
impose restrictions on defamatory 
comments and publications that 
undermine sovereignty, encourage 
violence.73 The powers given to DoIT 
related to Social Network and the 
provisions regarding the same in the 
Bill are dispiriting for social media 
companies and can negatively impact 
‘Digital Nepal’ campaigns. 

Chaudhary Group (CG) Telecom 
and Turkcell signs agreement: 
During the recent Nepal Investment 
Summit 2019, the CG Telecom and 
Turkcell of Turkey have recently 
signed an agreement worth NPR 25 
billion (USD 224 million) to launch 

5G services in Nepal. With this 5G 
agreement, advanced networks will be 
facilitated while technical and strategic 
collaboration will take place between 
the two countries. Cheap voice calls 
and data services at up to 50% lower 
rates than Nepal Telecom (NTC), 
Ncell and Smart Cell will be made 
available all over the country along 
with advanced mobile network.74

Arbitration request on capital gains 
tax case by Ncell, Axiata: According 
to the Supreme Court of Nepal, 
NPR 62.63 billion (USD 559.29 
million) was officially determined as 
the applicable capital gains tax on the 
Ncell buyout deal. Since Ncell had 
already deposited NPR 23.57 billion 
(USD 210.48 million) as capital gains 
tax and associated late fees, the rest 
NPR 39.06 billion (USD 348.81 
million) was ordered to be deposited 
by Ncell within seven days.  However, 
on account of violation of due processes 
in reassessing tax liability, Ncell claimed 
the remaining unpaid amount was 
only NPR 14.5 billion (USD 129.48 
million). Following these arguments, 
Ncell and Axiata Group (UK) had 
filed a request for arbitration with the 
International Centre for the Settlement 

of Investment Disputes (ICSID) against 
the capital gains tax bill of NPR 39.06 
billion (USD 348.81 million) levied by 
the Large Tax Payments Office (LTPO), 
Nepal. In response, the Supreme Court 
has maintained a temporary stay order 
on 25 April and has prohibited any 
actions on this matter till the final 
hearing on 4 June.75

Nepal’s first satellite launched: 
Nepal launched its first ever satellite, 
NepaliSat-1, on 18 April 2019 
marking its entry into space. Nepal 
had been relying on the South Asia 
Satellite, which is why launching its 
first own satellite can boost domestic 
ICT connectivity and attract foreign 
investments to Nepal’s ICT sector. 
The NepaliSat-1 was launched under 
the UN initiative of BIRDS project 
by the ‘Birds-3 satellite launch to 
International Space Station project’. 
Developed by two Nepali scientists, 
Abhas Maskey and Hariram Shrestha, 
the satellite carries Nepali national 
flag and the logo of the Nepal 
Academy of Science and Technology 
(NAST).76 Nepal is expected to break 
through into international space 
collaboration and improves in the 
field of technological capabilities.

OUTLOOK“
Increased and new initiatives in the digital sector signify the country’s accelerating 
growth to digitize Nepal. The new Information Technology Bill 2075, growing numbers 
of expos and software meet-ups lay the foundation for future investment in the digital 
industry and economic development of the country. Similarly, the budget speech for 
the upcoming year 2076/77 also includes the concept of Digital Nepal Framework, 
which intends to use electronic medium to conduct all civil service and government 
financial businesses, within a time span of next five years. However, the government 
should consider making the rules and regulations of the IT sector simpler and 
convenient for the IT specialists and users alike. Currently, the government lacks in 
doing enough homework to build regulations that suit both the parties.

Additionally, ill supervision of the grey market gives rise to illegal channels of 
import, which can harm the growth of the industry. Ncell, one of the most significant 
contributors in the telecom industry of our country, having huge amounts of unsettled 
capital gains taxes and fines can also push the growth of the telecom industry to 
a slow pace. The government needs to address these issues timely and before it 
becomes highly worrisome.
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REAL ESTATEREAL ESTATE  

Real estate is considered a basic yardstick for wealth measurement among Nepalis. The 

growth in remittance and financing by banks and financial institutions in the last two decades 

has pushed real estate prices north to unrealistic levels. The real estate boom once limited 

to Kathmandu has extended beyond the Valley as witnessed by soaring real estate prices 

in other parts of Nepal. The limited options for investment with actual returns have been a 

critical driver for attracting investors to investing in real estate. Investors view real estate as 

a secure form of investment in terms of price stability, tangibility and its leveraging capacity 

to access finance for fueling consumption. 

Land Revenue Offices within Nepal 
to go online by next Fiscal Year: 
The Ministry of Land Management, 
Cooperatives and Poverty Alleviation 
announced that all 131 Land Revenue 
Offices (LROs) across the country 
would go online by the fiscal year 
2019/2020. This system will facilitate 
people by allowing for an electronic 
payment medium that maintains 
a database of various details of 
landowners. The system will also 
protect landowners from possible cases 
of fraud as the database mentioned 
previously will include fingerprints of 
both the buyer and seller along with 
their photos. In March, the Kalanki 
LRO went fully online and was meant 
to act as a model office for the plan. 
The installation of an online system 
will ensure speedy, effective and 
efficient services at the LRO as the 
system has the potential to transfer 
land assets in as little as 30 minutes.77  

Endorsing Land Use Bill: The 
National Assembly has unanimously 
passed the ‘Land Use Bill-2075’. 
The bill categorizes land agricultural, 
residential, commercial, industrial, 
mines and minerals, cultural and 

archaeological, river and lake-
reservoir, forest, public use and open 
spaces and building materials (stone, 
sand) excavation. The bill was put 
forward with the aim of improving the 
management of land use and utilizing 
idle fertile patches. The bill pressed 
the cons of leaving fertile land barren 
and the need for regulations regarding 
its proper usage. The bill is subject to a 
fine of NPR 300, 000 (USD 2,680) if 
the arable land is kept barren for more 
than three years.78,79   

Insurance Companies allowed to 
make Real Estate Investments: The 
Insurance Board – Beema Samiti – 
has introduced a new directive for 
insurers on 13 March 2019 to allow 
companies from this industry to 
invest up to 5% of their technical 
reserves in the real estate sector, 
particularly in land and buildings. 
The insurance board is pushing for 
a risk-based capital requirement for 
insurance companies. Through this 
directive, insurance companies must 
mandatorily invest 5% of the reserves 
they hold for any policy claims made 
by their customers. As per the directive 
insurance companies are liable to 

report their asset holdings every three 
years. In case investments go under 
or over 5%, insurance companies 
must make necessary adjustments to 
maintain the 5% investment mention 
in the directive within 3-working 
days.80  

Indian Assistance for Post-
Earthquake Reconstructions: India, 
on 25 June 2015, had committed to 
providing NPR 111.98 billion (USD 
1 billion) for the post-earthquake 
reconstruction of Nepal during the 
International Conference on Nepal’s 
Reconstruction (ICNR). Out of 
this amount, NPR 27.99 billion 
(USD 250 million) is supposed to 
be a grant, while NPR 83.99 billion 
(USD 750 million) is expected to be 
returned. Moreover, In February 2016 
a Memorandum of Understanding on 
the utilization of this grant mandated 
that NPR 11.2 billion (USD 100 
million) was to be used for the 
reconstruction of 50,000 houses and 
NPR 5.6 billion (USD 50 million) 
each was to be allocated for health, 
education and cultural heritage 
sectors. As per the Indian Embassy 
based in Kathmandu, as of May 2019, 
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OUTLOOK“
Budget Highlights for the real-estate sector:
• Land Act to be introduced.
• Land Bank where land can be loaned on a lease will be formed.
• Digitization of all ownership details and blueprints – Online issuance of land-ownership certificate within the next two 

years.
• Capital Gains Tax for the sales of land decreased to 5% for sub-metropolitan and 10% for metropolitan.
• Land Use Law 2075 proposes the classification of land in paragraph 2, Section 4, Sub-Section 1. They are:
 1. Agriculture Land
 2. Residential Land
 3. Commercial Land
 4. Industrial Land
 5. Mining Land
 6. Forest Occupied Land
 7. Stream, River or Lake Occupied Land
 8. Public Usage Land
 9. Religious or Culturally Significant Land
 10. Important Land based on Government of Nepal

Additionally, the real estate sector has also seen revitalized support from this year’s fiscal budget. The land act that will be 
introduced for sustainable utilization of land and reclaim of all encroached public lands to the government within the next fiscal. 
The land bank will facilitate the ease of ownership for a new set of people and demography that otherwise didn’t have this ability 
in the past by establishing a provision to lease land and utilize it for an agreed upon number of years. The ownership detail 
management for land will also receive a vamp-up because of the investment in a proper information system that will better 
facilitate the overall buying and selling process. Moreover, the digitization of blueprints of the land owned by people will also 
help reduce costs by not having to pay for diagram mapping costs and help in the exchange process by making all required 
documents available. On the same note of ownership and exchange, the capital gains tax that needs to be paid for profits 
made in the sales of assets has decreased to 5% in sub-metropolitan areas and 10% for metropolitan areas. Decreasing tax 
burden would mean more money stays in the hand of the people; personally, this also serves as justification for the expressed 
optimism pertaining to this sector. Lastly, the Land Use Laws that was implemented in 2017-18 specifies the type of land based 
on the intent on which it should be used. Most of these classifications are self-explanatory, but the ones that might be cause 
for confusion would probably be the difference between commercial and industrial lands. The difference between commercial 
and industrial lands would be that the first one would imply the additional lands residential houses would have and use it for 
small-scale or other business activities, this may include even a water well within the premises that is giving some form of 
monetary benefit to the person owning it. The latter one, however, would imply factories that are involved in the production of 
some form of good to offer to the market.

a support of NPR 2.9 billion has 
already been used to rebuild individual 
houses and 50,000 beneficiaries have 

by now been identified from Gorkha 
and Nuwakot districts. Likewise, 
the NPR 5.6 billion grant for 

education has been allocated for the 
reconstruction of 70 schools and two 
libraries in nine districts.81
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School fees in Kathmandu 
increased: The Kathmandu 
Metropolitan City (KMC) sets82 a 
new fee structure within the private 
schools of Kathmandu area. In 
the new structure, the fees have 
increased by 27%. The education 
department of the metropolitan 
will be performing this scheme with 

645 schools in the city. Such kinds 
of schemes have imposed financial 
pressure on the parents. The School 
Management and Fee Inspection 
Committee fix NPR 2,812 (USD 
25.11), NPR 2,418 (USD 21.60), 
NPR 2,024 (USD 18.07), NPR 
1,630 (USD 14.55) for A, B, C and D 
grade schools respectively. Previously, 

the fees for these categories ranged 
from  NPR 1,969 (17.57), NPR 
2,363 (USD 21.10), NPR 1,575 
(USD 14.06) respectively. Out of 
many, Physical infrastructure, library, 
student-teacher ratio, and teachers’ 
salaries have been considered as key 
determinants to contribute to this 
issue.

This quarter sheds light on the contemporary issues countered in the education sector 

and points out how the government struggles to enforce free and quality education in the 

federal setup. Likewise, the High-Level National Education Commission has launched 

their signature drive to press the government for making their report public submitted four 

months ago. Following the instructions of the Commission, private schools should turn into 

trusts from companies within 10 years. Meanwhile,  the Kathmandu Metropolitan City has 

determined standards for fees in the  private schools according to their grading status. The 

fees have increased by 27%, which is a growing concern for the parents and other concerned 

stakeholders.

Figure 13 New fee structures in school level inside Kathmandu Metropolitan City

Source: District Education Office
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Signature drive to make report 
public: The High-Level National 
Education Commission launched 
their signature drive83 to pressurize 
the government for making the 
report they submitted public. The 
Commission was formed in 2018 
to recommend education policies 
to the government as per the spirit 
of the new constitution and the 
Commission submitted its report on 
the foundation of education policies 
in the federated structure four months 
ago. Even the National Campaign for 
Education, umbrella body of more 
than 200 educational organizations, 
has appealed for Right to Information 
to make the report public. Despite 
the pressures, the government is still 
determined to keep the report private. 
The members of the Commission 
believe that the government might be 
facing pressure from the private school 
operators who are against the policies 
recommended by the High-Level 
National Education Commission—
the report recommends that private 
schools should be transformed into 
trusts from companies within 10 
years. The Ministry of Education is 
drafting the Federal Education Act 
and if the report is disclosed then the 
government will be under pressure to 
implement the report.

Government’s enrolment rule 
lambasted: Right ahead of the new 
academic session, falling standards 
in government schools have pushed 
many local governments to issue 
circulars stating that it was mandatory 
for public office holders to enroll their 
children in public schools. However, 
the Private and Boarding Schools’ 
Organization Nepal (PABSON) 
and National Private and Boarding 
Schools Association (N-PABSON) 
decry84 this decision by claiming 
that this is against the freedom of the 
people. The joint statements released 
by these private operators warn that 

such a move might result in the 
outflow of students abroad.  Still, 
the local governments are adamant 
on their decision emphasizing that 
this decision will induce the civil 
servants, stakeholders, and teachers 
to uplift the quality of public schools. 
The government records of recent 
years have shown that the quality 
of education in public schools has 
decreased instead of improving.

Delay in textbook delivery: A few 
schools outside Kathmandu are 
yet to receive 5.5 million85 copies 
of textbooks for the new academic 
session which began from 14 April. 
The report published from Ministry of 
Education, Science, and Technology 
(MoEST) states that schools require 
40 million86 textbooks for the students 
of grade 1-10 and that they must be 
distributed to the schools before the 
beginning of another session. Since 
2008 the government has failed 
to deliver textbooks to schools on 
time. As reported by Mahesh Prasad 
Timilsina, General Manager for Janak 
Education Materials Center (JEMC), 
so far 16 million copies of textbooks 
have already been forwarded through 
the distributors and only a few 
districts are still left to obtain the 
complete package of textbooks. The 
government has released over NPR 2 
billion (USD 17.86 million) to help 
local bodies buy textbooks. 

Schools asked to collect data: The 
Center for Education and Human 
Resource Development have asked 
all public schools in the country 
to execute a survey87 to derive 
information about the out-of-the 
school of children. The study aims 
to find out the economic status of 
children’s families and specific reasons 
for the children not being enrolled 
in schools. As stated by Babu Ram 
Poudel, the director general for 
Center for Education and Human 

Resource Development, the study 
will help in identifying the specific 
problems of out-of-school students 
and will assist in developing support 
schemes88 to ensure no child is left 
behind. The survey will be substantial 
in formulating education policies 
targeting marginalized communities. 
The survey has been implemented due 
to the ineffectiveness of enrollment 
campaigns in urging children to join 
the schools. 

SEE begins: The Secondary 
Education Examination (SEE) this 
year was again conducted by the 
National Education Board89 even 
though the Education Act mandates 
the provinces to hold the SEE. It 
has been reported that the National 
Education Board conducted the SEE 
examination as the provinces remain 
to receive substantial infrastructure 
to carry out the exams. This year 
approximately, 511,000 numbers 
of students registered from all the 
seven provinces for the exam whereas 
475,003 numbers of candidates sat 
for the examination.  While 304,196 
students appearing for SEE were from 
community schools, 170,807 students 
were from private schools. Also, the 
number of girl students giving SEE 
is slightly higher90 than the boys 
with 238,558 girls and 236,445 boys 
appearing for the examination.

Education enrollment on rise in 
South Asia: Nepal and including 
other south Asian nations have made 
remarkable progress91 in increasing 
school enrollment. Moreover, reports 
of the UN agencies account that the 
number of girls enrolled in schools 
have outnumbered the boys in most of 
the countries. According to the Nepal 
government’s data, the enrollment rate 
in grade one is above 97%, while less 
than 90,000 students are out of the 
school system. However, maintaining 
the education quality as envisioned in 
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OUTLOOK“
The Nepal government in the annual budget statement, for Fiscal Year (2076/77) has allotted NPR 163.76billion(USD1.46 
billion) for the education sector and has targeted to cover the 70 districts of the nation to receive full literacy in the upcoming 
fiscal year. The budget also introduced the “Presidential Educational Fund” and “One School, One Game Teacher Campaign”, 
with a budget of NPR 5 billion (USD 44.65 million). Likewise, the budget aims to bring one window policy for the operation of 
all the universities.

Thus, a collaborative approach is required in solving the myriads of problems facing the education sector of the country. Along 
with the other pertaining problems, there should be an integrated approach to tackle the perennial shortage of textbooks in 
certain districts. Lessons can be drawn from developed countries to leverage education access. In addition, suitable salaries for 
teachers are required to motivate them to increase their quality. Equity and governance are also crucial for a better education 
economy of the nation. 

Meanwhile, the drop-out rate of schools is one of the major impediments in achieving the educational goal. Thus, it is necessary 
to create awareness about the importance of education, especially in rural areas. Efforts should be instructed towards enhancing 
the teaching methodology and providing free education schemes to needy ones.

the Sustainable Development Goal 
remains a challenge. Ivan Coursac, 
an Education specialist at UNICEF 
Regional Office for South Asia, marks 
that the number of children acquiring 
minimum secondary level skills will 
remain only 34% in 2030 if the 
current trend continues. Education 
policy specialist, Min Bahadur 
Bista, sheds light on the progress of 
the Korean education system and 
regarding their evolution in terms of 
human resource development. South 
Korea has improved its education 
system by leveraging its access 

and quality by largely investing in 
preschools, elementary and high 
schools. The Korean education system 
is considered one of the finest in the 
world and portrays how the education 
system needs to be prioritized by 
countries.

Far Western University affiliated 
teachers unpaid: Teachers’ 
association affiliated to Far-Western 
University has started protests92  
proclaiming that they have not 
been paid for the past 11 months 
despite the amount being allocated 

in the budget. In 2018, the Senate 
meeting of the University had 
agreed to release revised salaries to 
the teachers but the University has 
failed to implement its decision 
which resulted in the strike from 
the association. The University is 
unwilling to fulfill the demand 
of the teachers due to insufficient 
budget and agrees only to provide a 
basic salary for the time being. After 
Tribhuvan University, Far-western 
University is the second largest 
University in the nation, comprising 
almost 12,000 students.



43NEFPORT ISSUE 37 – JUNE 2019

HEALTHHEALTH

The increased effort in the health insurance scheme by the government is a step forward 

in health access; however, the lack of resources in many health facilities can hinder proper 

health service.

Health insurance claim increases 
for citizens: According to the director 
of Health Insurance Board, Ramesh 
Kumar Pokhrel, the government 
has allotted health facilities worth 
NPR 100 thousand (USD 893.01 
thousand) for senior citizens above 
70 years without any premium. 
Moreover, people with disability and 
improvised citizens are also provided 
health facilities without any premium. 
Since the government implemented 
public health insurance of  NPR 500 
thousand (USD 446.5 thousand) 
worth medical treatment for a family 
of five by paying NPR 2500 (USD 
22.32) in advance, the government 
has now increased the insurance 
claim amount to NPR 100 thousand 
(USD 893.01 thousand). In addition, 
a family of more than five members 
can claim insurance of NPR 200 
thousand (USD 1786.03 thousand) 
if a premium of NPR 3500 (USD 
31.25) is paid in advance. The Health 
Insurance Board plans to cover all 77 
districts by 2019-2020 and also make 
health insurance mandatory for the 
private sector. The health insurance 
scheme covers wider services such as 
nutrition, psychological counselling, 
vaccination, family planning, safe 
motherhood, OPD and emergency 
services.93 

NHPL lacks efficiency due to 
inadequate human resource: The 
National Public Health Laboratory 
(NPHL) faces a shortage of human 

resources which results in delayed 
test reports. With nearly 1,000 
visitors daily in NHPL, the lack of 
adequate human resources greatly 
hampers the government laboratories 
across the country. According to the 
Director of the NPHL, Dr. Harish 
Upreti, the time taken to produce 
test reports has doubled due to vacant 
posts of lab personnel. Moreover, the 
government has included additional 
services of diagnosing emerging 
diseases for an emergency period but 
lacks human resource. However, the 
NPHL has requested for additional 
recruitment to the Ministry of Health 
and Population as the recruitment of 
government staff is held by the Public 
Service Commission.94 

Health, still not a priority for 
Province 2: With the new federal 
set up, the National Planning 
Commission and Ministry of 
Finance allocated the health budget 
directly to provincial and local 
level governments anticipating the 
better implementation of programs. 
However, the Ministry of Social 
Development of Province 2 has failed 
to so and instead have used the funds 
for other purposes. The health budget 
allotted for various health programs 
has been assigned to organizing sports 
events, fund clubs and constructing 
school infrastructure, cremation 
facilities and community building 
which do not fall under the Social 
Development Ministry. Moreover, 

Province 2 has the lowest health 
indicators and human development 
index in the country. According to 
Arjun Neupane, under-secretary of 
the Provincial Ministry of Economic 
Affairs and Planning, the Minister 
for Social Development of Province 
2, Nawal Sah, refused to implement 
the health budget and defended his 
decision of transferring health budget 
to construction works.95 

Unpreparedness to tackle emerging 
diseases raises concern: The 
Tribhuvan International Airport 
(TIA) showed lack of response when 
the International Health Regulation 
that helps prevent and respond to 
acute public health risks alerted the 
Department of Health Services about 
the detection of monkeypox virus 
in an air passenger arriving at the 
airport. Although the virus is non-
communicable, the incident portrays 
the lack of preparedness and the 
inability to tackle a possible outbreak 
of infectious diseases. With the influx 
of many Nepali peacekeepers from 
African countries, there are more 
likely chances of encountering deadly 
diseases. Since the Ebola epidemic 
in 2014, the UN Health Agency 
provided the health desk in the 
TIA with thermal imaging cameras, 
infrared gun and protective gears. 
However, these instruments are either 
returned or lack usage, and instead, the 
passengers are merely required to fill 
health assessment forms at the health 
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OUTLOOK“
Despite the commendable efforts to assist health facilities provided by the government, there are more sections of health 
division that needs immediate attention. Also, the lack of human resources, transfer of health budget to construction works 
and the triviality towards the importance of health need to be recalibrated if a country desires to achieve productivity and 
economic growth.  

desk. However, the main concern 
lies in the proper functioning of the 
health desk since it lacks adequate 
human resources and the urgency 
of understanding the risk of disease 
transmission. Likewise, the border 
check points also lack operations due 
to inadequate workforce. According 
to Chief Zoonotic and another 
communicable disease Management 
Section, Dr. Samir Adhikari, 
request for permanent health post 
at the airports are yet to be taken 
into consideration by the Health 
Ministry.96 

Nepal Health Professional Council 
Act need coherent amendments: 
An autonomous body of health 

professionals, the Nepal Health 
Professional Council (NHPC), face 
dearth of board members which 
makes it incapable of issuing medical 
license according to Associations 
of health professionals. The Nepal 
Health Professional Council Act 2053 
stipulates that the license should be 
issued based on majority voting by 
the Council’s board which consists of 
13 members from different categories, 
while only four members are currently 
on the board. However, the election of 
the Council has not been conducted 
for the last decade. 

The provision of the Council law 
states that only certificate level 
health personnel are allowed to 

represent in the election; therefore 
the amendments to this provision 
are required for the elections to take 
place. The amendments also require 
the elected to inspect medical 
colleges and review curriculum, 
according to Basanta Adhikari, 
under-secretary at the Ministry 
of Health and Population. Due to 
insufficient members and experts, 
it fails to conduct its required task. 
However, the council has inspected 
few institutions but has no record 
of inspection and many do not 
meet the minimum standards. 
Necessary amendments to the Act 
is a must if quality service is to be 
provided.97
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TOURISMTOURISM

Increment in visa fees: The visa 
fees for foreigners visiting the 
country has been raised and the new 
provision would be enforced once the 
amendment is officially published in 
the Nepal Gazette.1  In a Cabinet 
meeting, the decision was made to 
increase the fees of multiple entry 
tourist visa and trekking route permit 
for foreigners.

Visa fees for foreigners visiting the 
nation on a 30-day non-tourist visa 
have been fixed at USD 30 and the 
charges for trekking permits to Upper 
Mustang and Upper Dolpa have 
been set at USD 500 for the first ten 
days, and additional USD 50 per 
day after then. Visitors from SAARC 
countries, excluding from India and 
Afghanistan, can avail free multiple-
entry tourist visa for 30 days and 
USD 3 per day thereafter.2

Over NRS 494 million collected 
as expedition royalty: As per the 
data released by the Department of 
Tourism (DoT) on 14 May, 851 
climbers were provided expedition 
permits to scale a total of 30 peaks. 
3 Of the total climbers, 376 were 
provided permits to climb Mt. Everest 
making it the most sought peak to 
scale. Royalty collected from climbers 

scaling Mt. Everest was over NRS 
441 million, which almost 90% of 
the total expedition royalty collected. 
To climb Mt. Lhotse, 98 climbers 
were given expedition permits, which 
allowed DoT to raise over NRS 19 
million as expedition royalty.

Increasing trend of outward tourism 
spending: Nepalis spending on 
foreign travels on holidays have 
increased in recent years. Based upon 

the data for the first eight months 
of the fiscal year 2018/19 released 
by the Nepal Rastra Bank (NRB), 
a total of NPR 61.49 billion (USD 
549.11 million) was spent by Nepalis 
on holidays abroad. During the same 
period of the last fiscal year, the travel 
expenses were NPR 50.83 billion 
(USD 453.92), which means an 
increment of 21% has been observed 
in the current fiscal.  In the same 
review period, an increment was also 
seen on spending trends of foreign 
tourists in Nepal. Foreigners spent  
NPR 47.58 billion (USD 424.89 
million) in the first eight months of 
the current fiscal in comparison to 
NPR 43.46 billion (USD 388.10 
million) in the same review period of 
the last fiscal.

Growth in foreign visitors: From 
January to April of 2019, 445,109 
foreigners have visited Nepal, an 
increase of 15%5 compared to 
the same review period last year. 
Topping the list of tourists were 
Chinese visitors, whose numbers 
grew to reach 64,578 in 2019 from 
53,528 in the same period last 

Tourism Investment Summit would be held this year in September/October. The summit would 

be organized with the primary objective of attracting investment in the tourist destinations 

of the nation. The summit is explicitly held targeting the Visit Nepal 2020 campaign that 

aims to host 2 million visitors by the year 2020. In terms of investment, the primary priority 

would be given to the national investors followed by international investors. Due to the lack of 

infrastructural development in the tourism sector, the true potential of the tourism sector has 

not been realized.

Visa Type Existing (USD) New (USD)

15 days multiple entry visa 25 30

30 days multiple entry visa 40 50

90 days multiple entry visa 100 125

Table 6 Increased visa fees for foreigners visiting the country
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year. Following the Chinese were 
Indian visitors, whose numbers 
rose from 50,745 in the first four 
months of last fiscal to 60,438 in 
the same period of 2019. Apart 

from the Asians, the number of 
Europeans visiting Nepal increased 
by 2.73% to reach 85,027, whereas 
the number of Americans visiting 
Nepal increased from 29,550 to 

32,740. Lastly, in April alone, 
the total number of international 
visitors clocked 104,198, which is 
an increase of 5.6% compared to the 
same month last year(ibid).

OUTLOOK“
As Visit Nepal Year 2020 approaches, it is imperative for the government to make substantial development in the tourism and 
aviation sector. Necessary infrastructure needs to be completed on time, while the hospitality sector should sharpen their 
capabilities to provide quality service. Also, essential promotional activities should be carried out in national and international 
platforms to attract travelers as earlier Visit Nepal campaigns of 1998 and 2011 targeting to bring 500,000 and one million 
tourists respectively had failed.  All stakeholders such as the government, private sector and associations have to ensure that 
they work together to make Visit Nepal 2020 a success.
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AGRICULTURETRADE AND DEBTTRADE AND DEBT

For the nine months of the Fiscal Year 2018/19, the balance of payment remained at a deficit 

of NPR 64.68 billion (USD 577.6 million) as compared to the deficit of NPR 14.60 billion 

(130.38 million) of the previous year. With imports exceeding exports in the nine months 

of FY 2018/19, the total trade deficit widened by 21.6% amounting to NPR 991.81billion 

(USD 8.85 billion ) as compared to the previous period which was 21.5% amounting to  

NPR 815.72 billion(USD 7.28 billion). With major trading partners, India excerpted growth 

by 28.9% and exports to China decreased by 25.7%. Exports of polyester yarn, zinc sheet, 

herbs, jute goods, woolen carpet continued to increase in the review period, while export of 

shoes and sandals, cardamom, readymade garment, rosin, tanned skin decreased.

Source: Nepal Rastra Bank. Current Macroeconomic Situation (based on three months data of 2018/19)

Table 7: Foreign Trade Statistics for the six months of financial year 2018/2019 (in million) (NPR. in million)

Particulars
2016/17 2017/18R 2018/19P Percent Change

Annual Nine Months Annual Nine Months Nine Months 2017/18 2018/19

TOTAL EXPORTS 73,049.1 55,215.9 81,633.3 59,742.6 69,822.3 8.2 16.9

        

To India 41,449.2 32,063.7 46,604.8 34,286.5 44,186.3 6.9 28.9

To China 17,01.5 1,290.2 2,879.5 2,050.8 1,523.3 58.9 -25.7

To Other Countries 29,898.4 21,861.9 32,149.0 23,405.3 24,112.7 7.1 3.0

        

TOTAL IMPORTS 990,113.2 726,412.1 1,242,826.8 875,468.4 1,061,633.7 20.5 21.3

        

From India 633,669.6 472,739.3 809,814.2 576,156.0 686,869.3 21.9 19.2

From China 127,245.0 92,717.4 159,636.3 113,842.1 153,974.2 22.8 35.3

From Other Countries 229,198.6 160,955.5 273,376.2 185,470.3 220,790.2 15.2 19.0

        

TOTAL TRADE BALANCE -917,064.1 -671,196.3 -1,161,193.5 -815,726.0 -991,811.4 21.5 21.6

        

With India -592,220.4 -440,675.6 -763,209.4 -541,869.6 -642,683.0 23.0 18.6

With China -125,543.5 -91,427.1 -156,756.8 -111,791.3 -152,450.9 22.3 36.4

With Other Countries -199,300.2 -139,093.6 -241,227.3 -162,065.1 -196,677.5 16.5 21.4

        

TOTAL FOREIGN TRADE 1,063,162.3 781,628.0 1,324,460.1 935,211.1 113,1455.9 19.6 21.0

        

With India 675,118.7 504,803.0 856,419.1 610,442.6 731,055.4 20.9 19.8

With China 128,946.5 94,007.6 162,515.8 115,892.9 155,497.5 23.3 34.2

With Other Countries 259,097.0 182,817.4 305,525.2 208,875.6 244,903.0 14.3 17.2

Foreign Trade scenario: The Table 7 
shows the foreign trade scenario of nine 
months of FY 2018/19. Overall, Nepal’s 
trade witnessed declining setbacks due 

to supply-side imperatives and non-tariff 
barriers faced by the country’s export. In 
the period of nine months, merchandise 
exports increased by 16.9% to NPR 

69.82 billion (USD 623.50 million) 
compared to an increase of 8.2% in 
the same period of the previous year. 
In the review period, Nepal’s export 
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to India witnessed growth by 28.9% 
and export to China decreased by 
25.7% respectively, while export to 
other countries increased by 3%. 
Simultaneously, merchandise imports 
increased by 21.3% to NPR 1016.63 
billion (USD 9.07 billion) in the review 
period compared to a rise of 20.5% in 
previous years. Nepal's import from 
India and China increased by 19.2% 
and 35.3% respectively, showing a 
greater dependency on its neighbors.

Top exports and imports: Comparing 
the figures in line with the trend of 
previous FY 2017/18, exports of 
polyester yarn, zinc sheet, herbs, jute 
goods and woolen carpet continue 
to increase, while export of shoes 
and sandals, cardamom, readymade 
garment, rosin and tanned skin 
decreased in the review period.

On the other hand, imports of 
petroleum products, readymade 
garments, M.S. billet, aircraft 
spare parts and other machinery 
parts increased whereas imports 
of crude soybean oil, medical 
equipment and tools, betel nuts, 
telecommunication equipment and 
cement decreased in the review 
period.

Trade deficit: As imports exceeded 
exports in the nine months of FY 
2018/19, the total trade deficit 
widened by 21.6% amounting to 
NPR 991.811 billion(USD 8.85 
billion  ) as compared to the previous 
period of 21.5% amounting to 
815.72 billion(USD 7.28 billion ). 
As a result, the export-import ratio 
declined to 6.6% in the current 
review period as compared to 6.8% in 

the previous nine months period.

Balance of payment deficit: With the 
increased import of commodities 
like petroleum products, 
readymade garments, M.S. billet, 
aircraft spare parts, and other 
machinery parts, accompanied by 
sluggish exports, have resulted in 
an account deficit of NPR 204.43 
billion (USD 1.82 billion) in the 
review period. The current account 
had registered a deficit of NPR 
172.67 billion (USD 1.54 billion) 
in the same period the previous 
year. Furthermore, the overall BOP 
remained at a deficit of NPR 64.68 
billion (USD 577.60 million) in 
the review period compared to the 
deficit of NPR 14.60 billion (USD 
130.38 million) in the same period 
the previous year.98

Figure 14 Foreign Trade of nine months of FY 2018/19

Source: Nepal Rastra Bank, Current Macroeconomic Situation (based on nine months data of 2018/19)
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Foreign currency reserves draining: 
The foreign currency reserves of 
the nation are depleting due to lack 
of resources to produce foreign 
exchange. The foreign exchange 
reserve accounted at NPR 1050.85 
billion (USD 9.38 billion) in the 
review period of the current fiscal 
year. Whereas the foreign exchange 
reserves had performed at NPR 
1102.59 billion (USD 9.84 billion) 
in the review period of the previous 
year. Also, the total foreign exchange 
reserves decreased to NPR 897.13 
billion (USD 8.01 billion) in review 
period of fiscal year 2018/19 as 
compared to NPR 989.40 billion 
(USD 8.83 billion) in the review 
period of the previous fiscal year.99 The 
nation imported goods amounting 
NPR 1016.63 billion100 (USD 9.07 
billion) during the nine months of the 
current fiscal year. Trade deficit had 
recorded at NPR 816.55 billion (USD 

7.29 billion) in the nine months of 
the previous fiscal year 2017/18.

Remittance has been the major 
basis for Nepal to accelerate foreign 
exchange reserves. Remittance has 
increased to NPR 653.19 billion 
(USD 5.83 billion) as compared 
to the increase of 5.6% in the same 
period of the previous fiscal year. The 
country had received NPR 540.38 
billion (USD 4.82 billion) from 
remittance and  NPR 59.73 billion 
(USD 533.39 million) from exports 
in the first nine months of the fiscal 
year 2017/18. Since the total foreign 
exchange income was NPR 1050.85 
billion (USD 9.52 billion) and trade 
deficit stood at NPR 991.78 billion 
(USD 8.85 billion)  ( in the first nine 
months of the fiscal year 2018/19), 
experts have connoted this state to  
‘’unsustainable deficit”. Therefore, it 
is important that the government be 

Figure 15 Foreign Exchange Reserve of nine months of FY 2018/19

Source: Nepal Rastra Bank, Current Macroeconomic Situation (based on nine months data of 2018/19)
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OUTLOOK“
The nation needs to explore niche markets for Nepali products and accelerate its production. It is substantial to diversify the 
export markets and increase export shipments. The government should encourage the export of domestic goods and protect 
the domestic industries through tariff and non-tariff barriers. Self-sufficient policies are required to balance the domestic 
production and high-quality goods should be exported to meet international standards. The government should focus on 
promoting local products that have a competitive advantage in the global market. On the other hand, the budget introduces 
1% custom rate for the import of machinery, spare parts and chemicals to the textile industries. Similarly, the government also 
introduces a 5% custom rate on the import of all kinds of water transport in the nation. In addition, the customs and excise on 
alcohol, cigarettes, and other tobacco-based products have slightly increased. Likewise, to foster the export sector of Nepal 
bonded warehouses will be provided to import all type of raw materials for the producers. 

highest revenues by standing at NPR 
7.34 billion (USD 65.54 million).
The government should prioritize on 
making a budget statement to reduce 

the trade deficit as said by Shyam Giri, 
President of the Federation of the 
Nepal Cottage and Small Industries. 
The Nepal Rastra Bank has urged the 

government to impose restrictions on  
importing luxury commodities by 
staying within the norms set by the 
World Trade Organization.



51NEFPORT ISSUE 37 – JUNE 2019

AGRICULTUREFOREIGN AIDFOREIGN AID

In the review period, Nepal secured development assistance from the Asian Development 

Bank (ADB) and China. The concessional and additional financial loan provided targets 

to improve infrastructure and water supply access in the rural and vulnerable area. The 

pertinent outcomes from the Nepal Investment Summit also gathered highlights this quarter. 

The launch of the One Stop Service Center is one of the prime results from the Summit. The 

center provides a range of services starting from registration of industry to its exit procedure. 

Meanwhile, the agricultural projects implemented with the support of foreign aid shows proxy 

progress.

One Stop Service Center in 
operation: The establishment of the 
One Stop Service Center to facilitate 
investments is one of the key outcomes 
of the Nepal Investment Summit 
2019. The Ministry of Industry, 
Commerce and Supplies reported that 
a One Stop Service Center would be 
in operation from May 15 and that it 
will be situated within the premises of 
the Department of Industry. Dinesh 
Bhattarai, the spokesperson for the 
Ministry, informed that the respective 
government officials would be 
recruited from different government 
agencies to the new center. The 
center will help domestic and foreign 
investors in legal processes by reducing 
the hassle of visiting numerous 
government offices repeatedly to 
finish their paperwork. The center 
will accommodate the following 14 
government agencies:-

Table 8 Government agencies accommodated in the One Stop Service Center 

Office of the Company Registrar Tax Office

Nepal Rastra Bank Ministry of Energy, Water Resources and Irrigation

Ministry of Forest and Environment Ministry of Cooperatives and Poverty Alleviation

Land Management Ministry of Labor, Employment and Social Security

Ministry of Physical Infrastructure and Transport Department of Immigration

Department of Customs Department of Supply Management and Protection of Consumer Interest

Nepal Electricity Authority Nepal Tele- Communication Authority

Source: Department of Industry

The One Stop Service Center aims 
to provide a wide range of services102  
starting from registration of industry 
to its exit procedure. The center 
will help in simplification of the 
repatriation process for foreign 
companies. The one-stop center 
will cater enterprise who acquires 
the capital of more than NPR 100 
million. The center will further 
provide various kinds of services 
to the operating firms such as visa 
facility, foreign exchange approval, 
environment impact assessment, and 
labor permit, among others. 

SAARC nations urged to invest: 
The 23rd general assembly of SAARC 
Chamber of Commerce and Industry 
held in Kathmandu, urges SAARC 
nations103 to invest in Nepal. The 
three-day workshop focused on 

various hurdles that SAARC region 
confronts on achieving economic 
growth. As said by Bhawani Rana, 
to harness the potential of human 
and natural resources of the region, 
the member states of SAARC should 
march ahead with significant steps. 
The business groups from respective 
SAARC nations were invited for 
this assembly to strengthen business 
relations among the countries. The 
key issues that gathered highlights 
were, simplification of visa issues, 
technology transfer, cross border 
investment promotion and expansion 
of connectivity within the SARAC 
region. Previously, the government 
had conducted Investment 
Summit and introduced three vital 
legislations—foreign investment and 
technology transfer act, public-private 
partnership and investment act, and 
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Special Economic Zone act to attract 
foreign investment.

Gloomy Agricultural projects: In 
the current fiscal year of 2018/19, 
agricultural projects operating 
with the support of foreign aid 
shows dismal progress.104 These 
mentioned projects are operating 
with the support from the Asian 
Development Bank (ADB), World 
Bank, International Fund for 
Agricultural Development, United 
Nations Development Program and 
Rice Breeding Project and Northern 
Hill Agriculture Project. NPR 3.43 
billion (USD 30.63 million) is 
allocated for the operation of these 
projects for this fiscal year, however, 
only 21% of the budget has been spent 
in the eight months. Moreover, only 
two projects out of 13 are completed, 
whereas the other remaining projects 
are in a poor situation. The names of 
the agricultural projects are:

Other remaining projects backslid 
because the capital expenditure 
couldn’t be fully utilized and lacks 
tangible preparation as reported 
by the Ministry of Agriculture and 
Livestock Development. Therefore, 
it is necessary to speed up the work 
with the effective implementation of 
the projects.

Chinese Development Agency to 
aid 15 northern Nepali districts: 
The government of Nepal has 
allowed the China International 
Development Cooperation Agency 
(CIDCA) to provide development 
assistance to 15 Capitals in northern 
districts of Nepal. The Agency was 
established last year to strengthen105 
strategic planning and coordinate 
Chinese aid to Nepal and is going 
to provide developmental support to 
the northern districts for another five 
years. It will also be providing dozers, 
solar lights, blasting equipment, 
construction materials for schools and 
libraries. The two countries had also 
signed an agreement back in 2014 as 
per which China agreed to support 
Nepal in developing the northern 
district bordering Tibet region till 
2018. During that period, the aid was 
utilized on health, education and road 
sectors to uplift the living standard of 
residents residing in those districts. 

Nepal to be powerhouse in South 
Asia: The Investment Summit 2019 
emphasized on the hydro resources 
of Nepal, which is referred to as one 
of the cornerstones for prosperity 
in South Asia. After the Summit, 
different ministries such as the 
Ministry for Water Resources and 
Irrigation and Ministry of Finance 

invited investors to inject money 
and resources in Nepal. The energy 
sector grasped the attention of 
600 dignitaries from 40 different 
countries. The government strives to 
generate 15,000 MW106 electricity 
in the next decade and make Nepal 
a powerhouse of South Asia. The 
Summit also drew investment for 
the Upper Trishuli -1 hydroelectric 
project amounting NPR 59.75 
million (USD 5.33 million) for the 
216 MW project.107 

Meanwhile, the summit highlighted 
77 projects, 50 and 22 from the 
government and private sector 
respectively. Similarly, cable car 
projects at various tourism spot, outer 
ring road project of Kathmandu, 
chemical fertilizers were among the 
projects showcased.108 The deals 
signed in the Summit were mostly 
business-to-business and B2B in 
nature and the majority of the 

agreements were between Nepali and 
foreign companies. The event was 
marked as a great success in terms of 
participation and business meetings 
that took place during the Summit.

The list of deals and understanding 
from the Investment Summit, 2019 
until now are as follows:

Table 9 Agricultural projects operating with the support of foreign aid

Kisanka Lagi Unnat 
Biu Bijan Karyakram 
(Improved Seeds 
For Farmers 
Program)

Integrated Water 
Resources 
Management Project

Raising incomes of 
small and medium 
farmers project

Pilot Program on 
Climate Resilience 
Project

Agriculture Sector 
Development 
Program

Livestock Sector 
Innovation Project

Food and 
Nutrition Security 
Enhancement 
Project

Rani Jamara 
Kulariya Irrigation 
Project

Project For 
Agriculture 
Commercialization 
and Trade

High Value 
Agriculture Project

Nepal Agriculture 
Market Development 
Program

High Mountain 
Livelihood 
Improvement Project

Nepal Agriculture 
Services 
Development 
Program

Source: The Himalayan Times
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Table 10 List of deals and understanding from the Investment Summit 2019

Joint Venture agreement 
between Chaudhary Group 
and Sharaf Group for the 
Development of Multi-model 
logistics Park

Joint Venture agreement 
between Chaudhary Group and 
Sky Power for the Development 
of 600 MW utility-scale solar PV 
project

Joint Venture agreement 
between CG life cell and Turk 
Cell for 5G mobile network 
services

MOU between CG 
infrastructure Pvt limited and 
Province 2 government for 
the development of Solar 
Photovoltaic Energy

Signing of commitment letter 
for financing 900 MW Arun 3 
hydropower project

Signing of Joint Development 
Agreement between Yunnan 
Xinhua Water Conservatory 
and Hydropower Investment, 
Hydro Solutions group and 
Shanghai Investigation, 
Design and Research Institute 
for development of 164 MW 
Kaligandaki Gorge Hydropower 
Project

Signing of Agreement between 
Investment board Nepal, IFC 
and Special Economic Zone, 
Authority for Development of 
Simara  SEZ on PPP

Signing of an agreement 
between Sincere Consulting 
Company Limited and 
Resources Himalaya Boutique 
Village Resort for the 
Development of  Resort in 
Banepa 

Signing of Joint Venture 
Agreement Between National 
Collateral Management 
Services Limited and Nepal 
Warehouse Company Limited 
for the development of a Grain 
Ware House

Announcement of financial 
investment commitment  of$650 
million for the development 
of 216 MW Upper Trishuli -1 
Hydropower project by Korean 
Investor KOSEP

Announcement of NPR 399 
million (USD 3.56 thousand) 
investment by Muthoot finance, 
India in United Finance, Nepal

Signing of MOU between API 
Power Company and Kandel 
Group of Companies, UK for 
development of energy projects

Signing of MOU for setting 
up  NPR 10 billion (USD 89.3 
million) funds by NRNA

Signing of MOU for mutual 
cooperation between 
Investment Board Nepal and 
investment Board South Africa

Signing of MoU between 
Federation of Contractors 
Association of Nepal 
and Myanmar Licensed 
Contractors Association for 
the infrastructure development 
cooperation

Dolma Himalayan Energy for 
approval of green fund  of  NPR 
8.95 billion (80 million) for solar 
power plant

Source:  Investment Summit 2019, Investment Board Nepal

Nepal signs deal: Nepal and China 
signed the ‘Protocol on Implementing 
Agreement’ and six other agreements109  
to expand trade and execute third 
country trade through Chinese ports.
The agreement was signed in between 
Minister for Foreign Affairs, Pradeep 
Gyawali and Minister for Transport Li 
Xiaopeng, China. This protocol will 
help Nepal access China’s sea and land 
ports, in turn ending its dependency 
on India. So far, Rasuwagadi and 
Tatopani entry points are in operation 
for the trade and business with China. 
China desires to work with Nepal in 
close proximity to upscale the Belt and 
Road Initiative through partnership 
and friendship. After the agreement, 
Nepal can access four Chinese seaports: 
Tianjin, Shenzhen, Lianyungang and 
Zhanjiang with three other land ports: 
Lanzhou, Lhasa and Shigatse. 

ADB provides concessional and 
loan financing: The ADB has agreed 
to provide NPR 16.92 billion110  
(USD 151.09 million) development 
assistance for two development 
projects—a concessional loan of 
NPR 14.55 billion (USD 129.93 
million) to Urban Water Supply and 
Sanitation project and an additional 
financial loan of  NPR 2.2 billion 
(USD 19.64 million) to the SASEC 
Power System Expansion Project. The 
Urban Water Supply and Sanitation 
project aims to improve water supply 
and related infrastructure in 20 
municipalities by strengthening the 
capacity of relevant institutions and 
communities. Similarly, the SASEC 
Power System Expansion Project plans 
to increase the power transmission 
capacity, mini-grid system in off-grid 
areas, capacity development of Nepal 

Electricity Authority and Alternative 
Energy Promotion Center.

Update on the foreign grant and 
concessional loan: The foreign 
grant received until the end of 
Chaitra 2075 was NPR 18.44 
billion (USD 164.67 million) and 
loan assistance received was NPR 
93.6 billion (USD 835.86 million). 
Overall, Nepal received total foreign 
assistance of NPR 112.13 billion 
(USD 1 billion). The total foreign 
assistance has increased by 13.11%  
compared to the previous year. With 
respect to the changes that occurred 
in national and international affairs, 
Ministry of finance presented the 
‘International Economic Assistance 
Operations Policy’ to the Cabinet 
of Ministers with an objective to 
manage funds in the local level.
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OUTLOOK“
Foreign aid has played a significant role in supporting Nepal’s development goals since 1950. During 1995-2001, foreign aid 
averaged 8.68% to GDP. The volume of foreign aid has been increasing and dispersed to all the ministries and development 
agencies over the years. Transparency and accountability are considered the major pillars of governance and funds should 
be channelized effectively to guarantee that the money is going to the targeted groups. Developing the right knowledge 
and attitude plays a pivotal role in managing the shortcomings in aid disbursement. Meanwhile, to fund the  expenses for 
the current fiscal year the government plans to finance the budget of 2076/77 NPR 1.53  by foreign grant and foreign loans 
which accounts NPR 57.99 billion (USD 517.86 million) and NPR 298 billion (USD 2.66 billion) respectively. 

Figure 16 Foreign Assistance Operation 2075

 Source: Ministry of Finance, Press Release(based on months from Shrawan to Chaitra 2075)
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REMITTANCEREMITTANCE

While remittance accounted for 28% of the total Gross Domestic Product (GDP) of the country 

in 2018, significant growth in remittance inflows through official channels and new labor 

destinations like South Korea was witnessed in the review period. Meanwhile, a new Labor 

pact with Japan is expected to expand opportunities for Nepali workers in the coming days. 

Also, cuts in remittance costs have been effectively achieved during the review period.

Nepal-19th largest receiver of 
remittances: According to the World 
Bank’s Migration and Development 
Brief published on 8 April 2019, 
Nepal stood at the 19th position to 

have received the largest amount of 
remittance. Remittance inflows rose to 
NPR 90.1 billion (USD 8.1 billion) in 
2018, making Nepal one of the top five 
recipients in terms of smaller economies. 

Among the South Asian countries, the 
remittance accounted for 28% of the 
total GDP of Nepal followed by Sri 
Lanka (8.1%), Pakistan (6.8%), and 
Bangladesh (5.4%), among others.

Figure 17 Remittance Inflows in South Asia in USD billion in 2018

Source: World Bank
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Figure 18 Remittance Inflows to South Asia as Percentage of GDP in 2018

Source: World Bank

Figure 19 Remittance Flows in Nepal over the Years

Source: World Bank
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Nepal-Japan labor pact: On 25 
March 2019, a Memorandum of 
Cooperation (MoC) was reached 
between the government of Nepal and 
Japan according to which the Japanese 
government has agreed to admit 
Nepali Specified Skilled Workers 
(SSW) with the status of residence to 
Japan.113 The Immigration Control 
Act of Japan was recently reviewed 
to hire 345,000 foreign workers from 
nine labor countries over five years 
beginning April 2019, and Nepal is 
the only country selected from South 
Asia. As per the agreement, changing 
job categories will also be allowed 
provided that required eligibility 
and skill tests are cleared. Following 
the labor pact, a joint technical team 
will be set up in Nepal to finalize 
the number of workers and conduct 
eligibility tests. Additionally, the 
Department of Foreign Employment 
will form a new unit similar to 
the Employment Permit System 
(EPS) Korea Section to work on the 
recruitment process.114

India-Nepal corridor cuts remittance 
costs: In 2015, the United Nations 
had aimed to reduce remittance costs 
to 3% under Sustainable Development 
Goal (SDG) 10, and South Asia, at 
5.2%, has been successful in achieving 
the lowest average remittance costs in 
the fourth quarter of 2018.115 More 
specifically, along with the Gulf 
Cooperation Council countries and 
Singapore, India-Nepal corridor was 
one of the lowest cost corridors below 
the targeted 3%. The high volumes 
of remittance, competitive markets 
and deployment of technology have 
been attributed for the cost reduction 
in the corridor. Benefits of migration 
can be sought positively and in a 
better manner with the decline of 
remittance prices. On the contrary, 
the highest remittance cost generating 
regions exceeded the costs by 10%. 
It is reported that the regulatory 
framework of remittance service 
providers, informal flows and low 
volume of remittance contributed to 
high costs.

Drop in departures, rise in remittance: 
According to the report on Current 
Macroeconomic and Financial Situation 
of Nepal, the amount of remittance 
received by the country increased by 
28.5% to reach NPR 515.55 billion 
(USD 4.58 billion) during the first seven 
months of the fiscal year—i.e. mid-
July 2018 till mid-February 2019—in 
comparison to an increase of 1.7% in 
the same period of the previous year.116 
Even though the number of worker 
departures declined, the formalization 
in the sector, strict laws placed against 
illegal money transfers and transfer 
of funds from new labor destinations 
like South Korea significantly helped 
in raising the remittance inflow to 
the country. The number of migrant 
workers to foreign employment declined 
by 39.2% in the review period against 
a decrease of 4.9% in the same period 
last year. One of the major destinations 
for foreign employment, Malaysia, saw 
a rapid reduction in departure number 
due to lack of mechanisms on the labor 
agreement signed earlier in October 
2018.117

Figure 20 The Costs of Sending Remittances to South Asia Varied Widely Across

Source: World Bank Remittance Prices Worldwide Database (Cost of sending $200 or equivalent)
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OUTLOOK“
The Nepal government has made commendable efforts in expanding opportunities for Nepali migrant workers. The labor pact with 
Japan is a huge diplomatic feat which can help Nepali migrant workers immensely in the coming days. However, the implementation 
of the agreement and costs associated with it will require scrutiny. Although significant growth was seen in remittance inflow and 
its share to the country’s GDP, the government lacks initiatives to channel the remittances in productive sectors.

To address the prevalent issues, the government has encouraged individuals in foreign employment, through the budget for the 
upcoming fiscal year 2019/20, to send their remittance incomes through banking channels and to invest in productive sectors. It 
has also allocated NPR 7.14 billion (USD 63.76 million) for the labor and employment sector. Further, provisions of conducting 
bilateral agreements with destination countries for ensuring that the costs of workers going abroad for employment are borne 
by the employer will also be given much consideration as per the budget. With new directives and amendments in the budget, 
hopes of increased remittances through formalized channels and development of productive sectors can be expected but much 
emphasis should be given to its implementation and continuity.
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FINANCIAL MARKETFINANCIAL MARKET

At the end of the third quarter (Mid-April) of the current fiscal year 2018/19, net profit of the 

commercial banks surged by 18.8% as compared to the same period of the corresponding 

fiscal year.

Key Indicators 
Some of the key macroeconomic 
indicators as per the macroeconomic 
and financial situation report based 
on the first nine months of the fiscal 
year (FY) 2018/19 published by 
the Nepal Rastra Bank (NRB) are 
highlighted below.

Deposit and Credit 
Mobilisation
Deposits at Banks and Financial 
Institutions (BFIs) increased by 
10.6% in the review period. Of the 
total deposits at BFIs, the share of 
demand deposits, savings and fixed 
deposits stand at 8.6 %, 33.6 %and 
47.3% respectively while the share 
was 8.7%, 35.8% and 44.9% a year 
ago. In terms of institutional deposits, 
the share of such deposit stands at 
45.2% in the total deposits compared 
to 43.8% in mid-April 2018.

Likewise, credit extended to the 
private sector by BFIs increased 
by 16.5% in the review year as 
compared to an increase of 16.9% 
in the previous fiscal year. Credit 
mobilization of commercial banks, 
development banks and finance 
companies increased by 15.1%, 
28.6% and 14.8% respectively. Of 
the total outstanding credit of BFIs, 
64% is against the collateral of land 
and building and 14.1% against the 
collateral of current assets such as 
agricultural and non-agricultural 
products.

In terms of credit exposure, the 
outstanding credit of BFIs to real 
estate loan (including a residential 
personal home loan) increased by 
9.2% and trust receipt(import) 
loan extended by commercial bank 
increased by 13.1% during the year. 
Similarly, term loan increased by 
24.7%, Hire Purchase loan increased 
by 7.4% while overdraft loan 
increased by 13%.

Liquidity Management
In the review period, the NRB 
mopped up NPR 100.35 billion 
(USD 896.14million) through 
various open market operations. 
Under this provision, NPR 79.65 
billion (USD 711.29 million) 
was mopped up through deposit 
collection auction, and NPR 
20.70billion (USD 184.85 million) 
through reverse repo auction on a 
cumulative basis.

The NRB injected net liquidity of 
NPR 252.22 billion (USD 2.25 
billion) through the net purchase 
of USD 2.21 billion from foreign 
exchange market (commercial 
banks).Similarly, the NRB also 
purchased Indian currency (INR) 
equivalent to NPR 393.77 billion 
(USD 3.52 billion) through the 
sale of USD 3.16 billion, Euro 
49 million and GBP 20 million 
amongst others during the review 
year. 

Foreign Exchange Reserves 
and Adequacy
The gross foreign reserves stood at 
NPR 1050.85 billion (USD 9.38 
billion) at the end of mid-April 
2019, a decrease of 4.9% compared 
to NPR 1,102.59 billion (USD 9.58 
billion) in mid-July 2018. Out of 
the total foreign exchanges, reserves 
held by the NRB decreased to NPR 
897.13 billion (USD 8.01 billion) at 
mid-April 2019 from NPR 989.40 
billion (USD 8.84 billion) as at mid-
July 2018. The share of INR in total 
reserves stood at 26.3%.

Based on the imports of nine months 
of current FY 2018/19, the foreign 
exchange holdings of the banking 
sector is sufficient to cover the 
prospective merchandise imports 
of 9 months, and merchandise and 
services imports of 7.9 months. The 
ratio of foreign currency reserve-to-
GDP, reserve-to-imports and reserve-
to-M2 stood at 30.3 %, 65.9% and 
31.1% respectively as at mid-April 
2019.

Interest Rates
The weighted average 91-day Treasury 
bill rate decreased to 4.44 % in the 
review period from 4.98 % a year 
ago. Likewise, the weighted average 
inter-bank transaction rate among 
commercial banks also increased 
to 5.28 % from 4.12 % a year ago. 
Also, the weighted average base rate of 
commercial banks decreased to 9.64 
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% from 10.40 % a year ago. Likewise, 
weighted average deposit rate and 
lending rate of commercial banks 
stood at 6.67% and 12.28% percent 
respectively. 

Balance of Payments (BOP)
In terms of BOP, the current account 
fell into a deficit of NPR 204.43billion 
(USD 1.82 billion) during the review 
period as compared to a deficit of 
NPR 172.67 billion (USD 1.54 
billion) during the same period of 
the previous FY 2017/18. The overall 
BOP posted a deficit of NPR 64.68 
billion(USD 577.60million) in the 
review period compared to a deficit 
of NPR 14.60 billion (USD 130.38 
million) in the same period of the 
previous year.

Third Quarter Performance 
Analysis of Commercial Banks
As per the unaudited third quarter 
financial results of commercial banks 
for FY 2018/19, as shown in Table 11, 
the operating profit of commercial 
banks grew by22.1% while the net 
profit increased by 18.8% compared 
to the corresponding figure of the 
previous fiscal year. 

Rastriya Banijya Bank was able to 
post the highest net profit of NPR 
3.49 billion (USD 31.17 Million), 
followed by Nabil Bank at NPR 
3.19 billion (USD 28.49 million) 
and Global IME bank at NPR 2.64 
billion (USD 23.58 million) and 
Nepal Investment Bank at NPR 2.56 
billion (USD 22.86 million) at the 
end of this quarter. During the review 
period, the deposit mobilisation 
increased by 11.0% while credit 
mobilisation by the commercial banks 
increased by 15.3%.

At the end of the third quarter, the 
average Non-Performing Loan (NPL) 
of banks had stood at 1.6% and the 

average cost of funds of commercial 
banks stood at 7.0 % during the 
review period. Similarly, the average 
base rate of commercial banks stood 
at 9.6% during the end of this quarter, 
the highest being 11.3% of Century 
Commercial Bank and the lowest 
being 5.4% of Rastriya Banijya Bank.

Provision in the budget for FY 
2019-20
Banking
»  The policy to merge BFIs will be 

continued while large Banks and 
Financial Institutions (BFIs) will 
also be encouraged to merge.

» Bank account opening campaign 
will be carried out with a target to 
open bank account of all adults 
by the end of next fiscal year.

» All type of financial facilities 
provides by the government 
agencies to citizens and type of 
payments will be made through 
bank accounts. 

» Arrangements will be made 
for depositing gold, silver and 
precious metals earned by Nepali 
citizens as assets at banks as 
savings. 

» Access to finance will be enhanced 
while ensuring good governance 
and stability in the financial 
sector. Financial resources will be 
made productive.

» Banking facilities will be 
guaranteed at all the local level.

» To increase access to financial 
services in rural areas, mobile, 
internet and branchless banking 
services will be encouraged.

» To make the concessional loan 
program effective by assuring 
access to such loans to all eligible 
individuals and groups who meet 
the criteria. For the effective 
implementation of the program, 
5% interest subsidy and 75% 
subsidy for insurance and credit 
guarantee scheme. 

» National Payment Gateway will 
be arranged to enable settlement 
of payment system in Nepal.
Similarly, cash transactions will 
be gradually minimized and 
secure cards and internet use will 
be prioritized in the payment 
system. 

» Arrangements will be made to 
makings payments of electricity 
and water supply charges bills via 
electric means.

Insurance
» Merger between Insurance 

companies will be encouraged.
» Institutional and systematic 

reforms of insurance service 
providers will be done to facilitate 
the expansion of the outreach of 
insurance service.

» Mobile insurance programme 
will be arranged to facilitate 
insurance services to agri and 
micro enterprise services.

» Foreign agencies will be 
encouraged to undertake 
reinsurance in Nepal following 
modification in the reinsurance 
policy for making the reinsurance 
business more effective and 
systematic.

Key Developments
NRB issues measures to control 
unhealthy deposit collection
With the intent to streamline banking 
practices on deposit marketing, the 
NRB has introduced two measures 
to control the haphazard collection 
of fixed deposits (FD). The new 
circulars restrict BFIs to collect fixed 
deposit with the maturity of less 
than three months while it has also 
restricted them from introducing 
deposit schemes that offer prizes to 
attract deposits. Currently, banks are 
offering schemes like gold and silver 
coins to attract customer for fixed 
deposits.
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NRB prohibits the use of 
Chinese digital wallets
NRB has banned on the use of Chinese 
digital wallets like WeChat Pay and 
Alipay as these digital payment systems 

are not registered in Nepal. It is said that 
such digital wallets are mostly used by 
Chinese national in hotels, restaurants 
and other businesses operated in Nepal 
for making payments for services 

rendered. This issue can be controlled 
if Chinese payment companies deploy 
technology called geofencing to track 
the payments made through digital 
wallets.

OUTLOOK“
As economic activities are accelerating, BFIs lending growth has outpaced deposit growth, as a result most of the commercial 
banks Credit to Deposit (CD) ratio is at the highest regulatory threshold i.e, 80%. At the end of third quarter, such ratio stood at 
78.21% while it breached the regulatory limit in December 2018. Thus the mismatch has created pressure on the availability of 
the loanable funds. Further, the country’s negative balance of payments position has not helped either as trade deficit remained 
high because of high imports relative to persistently low exports. Moreover, the liquidity situation in the banking system could 
worsen if there is a decline in inward remittance. As the government has projected the economy to grow by 7% in the coming 
fiscal year, the decrease in loanable funds would have a direct impact on private investment and consumption.

Since the commercial banks will have to decrease their spread rate (difference between the interest rates on deposits and 
credit) at a maximum of 4.5% by the end of current fiscal year, the lending rates are expected to decline by the end of fiscal 
year nonetheless, the third quarter figures of commercial banks indicates spread rate maintained at the highest threshold as 
reflected by their profitability in the third quarter. The government has once again reiterated its stance on the merger of BFIs 
with special focus on the merger of large financial institutions nonetheless, the government should provide adequate incentives 
and adopt a clear policy to ensure long-term financial stability.
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Table 12: Key Indicators

Indicators 29- February 19 24- May 19 % change

NEPSE Index 1105.53 1314.55 18.91%

Commercial Bank Index 946.63 1167.42 23.32%

Development Bank Index 1407.73 1599.68 13.64%

Finance Index 584.84 618.87 5.82%

Life Insurance Index 5583.09 6650.28 19.11%

Non-Life Insurance Index 5317.12 5894.23 10.85%

Hydropower Index 1109.30 1278.88 15.29%

Manufacturing & Processing Index 2015.54 2591.65 28.58%

Micro-Finance Index 1372.78 1506.46 9.74%

Hotel Index 1684.03 2166.38 28.64%

Others Index 703.05 765.02 8.81%

Source: NEPSE

The NEPSE Index went up by 18.91% to close at 1314.55 points during the review period  
(29 February 2019 to 24 May 2019).

Secondary Market:
During the review period, the Nepal 
Stock Exchange (NEPSE) benchmark 
index increased by 18.91% to close 
at 1314.55 points. At the end of 
the review period, the total market 
capitalisation had reached NPR 1,632 
billion (USD 14.57 billion) while the 
total floated market capitalisation has 

reached to NPR 571 billion (USD 
5.09 billion).

As shown in Table 12, during the 
review period, all the sub-indices 
ended in the green zone. The Hotel 
index (28.64%) was the biggest 
gainer during the review period 
followed by the manufacturing 

& processing Index (28.58%), 
commercial bank Index (23.32%), 
life insurance Index (19.11%), 
hydropower Index (15.29%), 
development Bank (13.64%), Non 
– life insurance (10.85%),  micro 
finance index (9.74%), other 
index (8.81%)  and finance Index 
(5.82%). 

Figure 21: NEPSE Movement Index

Source: NEPSE
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Primary Market
In the public issue front, the market 
witnessed Initial Public Offerings 
(IPOs) of numerous companies 
during the review period.
» Himal Dolkha Hydropower 

Company Limited (HDHCL) 
is going to issue Initial Public 
Offering (IPO) worth NPR 
16, 00,000 units. The issue was 
assigned IPO Grade 4 by CARE-
Nepal indicating below average 
fundamentals. 

» Infinity Laghubitta Bittiya 
Sanstha Limited issued IPO 
of 6, 74,000 units. The care 
rating agency, CARE Nepal, has 
assigned grade 4 rating to this 
issue, indicating below average 
fundamentals of the company. 
After the IPO issue, the company 
paid up capital will be NPR. 
20.74 crore.

» Adhikhola Laghubitta Bittya 
Sanstha Limited issued IPO of 
400,000 units with a face value 
NPR 100 each at par. ICRA 
Nepal had assigned Grade 4 
rating to this issue, indicating 
Below Average Fundamentals. 

» Janasewi Laghubitta Bittya 
Sanstha issued IPO of 4, 63,300 
units share to the general people. 
The credit rating agency, ICRA 
Nepal, has assigned grade 4 
rating to this issue, indicates 
below average fundamentals. 

» Swabhimaan Laghubitta Bittiya 
Sanstha Limited issued Initial 
Public Offering (IPO) of 1, 98, 
610 units worth NPR 1.98 crore

Key Developments
Delay in issuing licenses to securities 
dealers: SEBON had planned to 
make stockbrokers work as securities 
dealers, but it has failed to regulate the 
rule on it.  Market dealers are the one 
who buy and sell securities on behalf 
of their customers i.e, stockbrokers; 
meanwhile, Securities dealer can use 
the stocks exchange interface directly if 
investors need to use a broker’s platform 
to trade shares and also allow to 
underwrite stocks listed companies. For 
the purpose, SEBON is amending the 
Securities Business Regulations while 
has already allowed Citizen Investment 
Trust to operate as a market dealer.

Permission from Nepal Electricity 
Regulatory Commission mandatory: 
in an attempt to regulate the 
energy sector and enact Regulation 
Commission Act 2074 and Electricity 
Regulation Commission Rules 
2075, SEBON has directed hydro 
companies to obtain permission 
from Nepal Electricity Regulatory 
Commission prior to making stock 
offerings to the general public.

Provision in the Budget for FY 
2019/2020
» Institutional reforms will be 

carried out at the Nepal Stock 
Exchange (NEPSE) and the 
Securities Board of Nepal 
(SEBON).

» The capital market will be 
expanded by making provisions 
for non-resident Nepali to invest 
through the secondary market.

» Arrangements will be made for 
publishing financial statements of 
the Employees Provident Fund, 
Citizen Investment Trust and 
Deposit and Credit Guarantee 
Fund in an integrated manner.

» Necessary amendments will be 
made in the Credit Information 
and Secured Transaction 
Regulation.

» The Credit Information and 
Secure Transactions Act will be 
amended. Mutual Investment 
Fund, dematerialization of shares 
(DEMAT) and CDSC and other 
activities will be systematised 
through formulation of Trustee 
law. 

» The digital transaction system will 
be made secure and transparent 
for doing all secondary market 
securities and bond transactions 
through digital means.

» Secured Online system will be 
developed for purchase/sale of 
Government bonds.

» Permanent Account Number 
and details of investors with 
transactions above a threshold 
amount in the secondary market 
will be incorporated in the NEPSE 
and CDSC settlement systems.

» Arrangements will be made for 
requiring public and corporate 
institutions to manage employee 
retirement funds only through 
affiliate organisations established 
with the objective of operating 
such funds or through specific 
organisations established for 
operating retirement funds.

OUTLOOK“
The Investors’ confidence remained high during the review period as reflected by strong market volume. The market surge 
which started with strong demand for commercial banks scrip’s was further strengthened by demand for scrip’s of insurance 
and hydropower companies. The inclusive growth of all key sub-indices has further strengthened the current growth trend. The 
direction of the market has been further strengthened by the provisions outlined in the fiscal policy. The slashing of capital gains 
tax (CGT) from 7.5% to 5% was one the biggest highlight of the fiscal policy for the upcoming FY 2019/2020. Even though the 
government has announced to pave way for Non-Resident Nepalis (NRNs) to invest in the capital markets in the past as well, 
the government should also provide adequate measures for their entry. Further, the market direction is likely to be affected by the 
upcoming monetary policy for FY 2019/2020 as the NEPSE index is dominated by stocks of Banks and Financial Institutions (BFIs). 
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SPECIALIZED INVESTMENT FUND 
REGULATION 2076

NIRAJ GIRI, EXECUTIVE DIRECTOR, 
SECURITIES BOARD OF NEPAL (SEBON)

Though late, Nepal has seen a gradual entry of non-
traditional or alternative sources of investments mainly 
in the form of Private Equity (PE) and Venture Capital 
(VC) funds, including foreign-domiciled funds. These 
funds have been playing a key role to promote innovative, 
impactful, growth stage and start-up business to move to 
the next level and generate employment and a growing 
entrepreneurial eco-system in Nepal. Also, there seems to 
be an increasing understanding and acceptance of such 
funds from various stakeholders such as potential investee 
companies, the government and general investors. 

In this backdrop, understanding the need, gaps and 
demand from key players of the industry, the government 
via the fiscal policy for the current fiscal year 2018/19 
had announced to introduce new institutions such as 
Private Equity, Venture Capital and Hedge funds. With 
the mandate from the government and feedback from 
key stakeholders, Securities Board of Nepal (SEBON) 
has recently introduced the “Specialized Investment 
Fund Regulations 2076”, with the sole objective to guide, 
promote and support the growth of alternative investments 
in Nepal. We are confident that the new regulation will 
create a new wave of equity investments. The regulation 
is expected to protect the interest of both small and large 
investors while ensuring adequate disclosures, transparency 
and accountability of the Fund. Nonetheless, SEBON does 
not intend to micro-regulate the operations of such funds 
as it will be solely guided by the agreement between the 
Fund and the investors.

As per the new regulation, the Fund manager needs to be 
registered with SEBON, and any fund issued by the Fund 
manager should be registered and get issuance approval from 

SEBON. As per the existing regulation, the Fund could be 
either registered as Private Equity fund, Venture Capital fund, 
Hedge fund or any other fund as prescribed by SEBON. 
Upon approval from SEBON, the fund manager shall 
complete the issuance of the securities within two years from 
the date of issuance of securities. To safeguard the interest 
of small investors as investments in Funds is perceived to 
have a higher risk, the minimum investment amount in 
the Fund is currently set at NPR 5 million nonetheless it 
could be revised as the market moves towards better stability 
and maturity. Likewise, there should be a maximum of 200 
investors and the minimum fund size should be NPR 150 
million, the duration of a fund should be minimum of 5 
years and maximum of 15 years and should be a close-ended 
fund. Similarly, the Fund manager shall maintain 2% of 
the total corpus fund at all times; however, it will be not 
applicable for the Funds with investments from bilateral and 
multilateral international investors.

The new regulation has also paved the way for the 
participation of institutions such as Banks and Financial 
Institutions (BFIs), Insurance companies, Welfare, Pension 
and Retirement Funds in the fund. With the objective 
to attract foreign funds in the market, bilateral and 
multilateral international institutional investors and Non-
Resident Nepalis (NRNs) have also been allowed to make 
investment in such Funds nonetheless, for the time being, 
foreign individuals are currently not allowed to invest in 
the Funds solely due to the immaturity of market and 
inadequate infrastructure in place. Likewise, to incentivize 
investments for Funds, only one year lock-in period has 
been provisioned after the public issuance and allotment, 
unlike what is provisioned in the securities registration and 
issuance regulation 2073.
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Even though the newly introduced regulation might have 
some limitations and lapses, we are confident this will 
provide much-needed backup for the organic growth of 
the market. Further, since successful implementation of 

the regulation will require collaborative effort of various 
other government bodies and the private sector, SEBON 
is more than willing to take the leadership role to ensure 
the provisions outlined in the regulation is fully applicable.
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ALTERNATIVE INVESTMENTS – 
THE ECOSYSTEM ENABLERS

Foodmandu, since its inception in 2010 has come a long 
way from a single room order processing company to now 
executing thousands of orders a month through its 2200 
sq ft office in Bhatbhateni and recent expansion to its 
office coming up in Kupondole. Foodmandu is the first 
online food delivery company in Nepal with over 350 plus 
restaurant partners and over  100 riders on its payroll. 
It has weathered the 2015 earthquake followed by a 
resource-strained blockade taking its founders, investors, 
employees and endearing customers on a trailblazing ride. 
The idea was founded prior to neighborhood giants such 
as Zomato (who in their initial years ran as a food review 
app) or Swiggy or even before global players such as 
Ubereats, Deliveroo or even the publicly listed Delivery 
Hero. It is curious but to imagine what would have been 
of Foodmandu had it been founded in developed markets 
where the sources of funds are plenty, adoption is faster, 
and mentorship and guidance are in abundance.

Alternative investments such as Private Equity (PE) and 
Venture Capital (VC) for times immemorial have been 
enablers to innovative and disruptive businesses such as 
Foodmandu, who received its ‘Series A’ funding from True 
North Associates (A local PE firm in Nepal) in 2016 and 
since then has been able to command a fivefold growth. 
PEs and VCs have been the term of evoke, admiration 
and envy in the hearts of many and are notorious globally 
in helping businesses scale all the while providing 
mentorship, guidance and discipline to focus on its 
core business modality while pivoting and iterating to 
accommodate changing customer behavior and industry 
landscape over time. Until past years, the alternative 
investment space was ambiguous in Nepal, with limited 
players like BO2, Dolma Impact Fund, True North 
Associates and One to Watch. However, the government, 
through the recent issuance of the Alternative Investment 

Act, has recognized PE and VC as legitimate asset classes. 

PEs and VCs have globally and locally enabled businesses 
steering them through a transition of rapid performance 
improvement. However, the only contribution 
predominantly visible is the financial value paradoxical 
to the non-financial value, which is the real gold wrapped 
within the financial value. Flipkart is a typical example 
of how PEs (Tiger Global and Kalyan Krishnamurthy) 
have enabled the business to achieve growth, operational 
efficiency and global firepower.

Alternative Investments bring with them significant non-
financial value, specifically in a local context which unveils 
what other instruments will hardly be able to bring forth.

Visionary and Diversified Board: Alternative Investments 
come with board benefits which steer the business’s 
direction, enabling them to focus on their strengths 
and core values. It has at times startling impacts on 
first-time business founders; nonetheless, the journey 
together has so much to offer that it yields exponential 
value for the business through quality and friction in 
parallel. At Foodmandu, monthly board meetings enable 
the company to review and introspect its business from 
multiple aspects providing a fresh pair of lens to the 
changing local landscape and innovations globally. It 
presents an opportunity for bias minimization and brings 
forth more rational and logical decisions making.

Financial Discipline: PEs and VCs are associated with 
multiple businesses and their ability to empower their 
investee companies to maintain fiscal discipline results in 
improved monitoring, control and reputation. Initially, 
efforts to comply with financial discipline sought by 
PEs and VCs could be a cost and an administrative 

NIDHAN SHRESTHA, CEO, 
 FOODMANDU  
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hurdle, but it plays out for scale transition over time. 
At Foodmandu weekly and monthly investor reports 
facilitate the management to keep strong track over the 
activities of the company providing the business better 
control over its cost and revenue drivers that play a 
pivotal role in its growth trajectory. These reporting 
activities have helped the business develop new revenue 
drivers while optimizing on cost components. PE and VC 
firms build their experience with turnarounds and hone 
their techniques for improving revenues and margins 
through excellent financial controls and relentless focus 
on enhancing the performance basics: revenue, operating 
margins, and cash flow.

Network: PEs and VCs can cross-connect their investee 
companies for synergetic outcomes. Examples are widely 
seen globally in investments from Softbank, Tiger Global 
and Grab. At Foodmandu, its investors True North 
Associates has been instrumental in connecting with 
key restaurant accounts and recently was able to rope in 
London Business School graduates to review aspect of 
Foodmandu’s business and enable the  management team 
to introspect its strategy, opportunities and challenges 
all the while also providing valuable inputs and tools to 
improve productivity and efficiency. 

Expertise: Usually run by a pool of professional and 
seasoned industry experts, PEs and VCs provide advisory 
and mentorship on various function activities such as 
Marketing, Finance, Technology or Operations. They 
provide invested and committed advisory that impacts 
their investment fate as well. At Foodmandu, the business 
has been fortunate to have a pool of seasoned and 
professional individuals guiding and supporting through 
strategic interventions and advisory. Furthermore, 
alternative investments such as PE and VC have access to 
strong LPs (Limited Partners) and HNI (High Net-worth 
Individuals) that can provide additional forms of network 
and value. 

Governance: Foodmandu, as a business has over its 
investment course, has been able to put in place standard 
operating procedures, guidelines and reconciliations 
procedures that have enabled the business to stem 
system based operational efficiencies. Businesses need to 
understand and address governance issues which plague 
many exponential growth-oriented businesses. During 
their initial phases, issues can be managed by central 
control systems; however exponential growth trajectory 
calls for stronger governance and risk mitigating tools 
for corporate transitioning. Global players such as 
KKR, TPG and Carlyle are known for their ability to 
address governance issues that result in stronger business 
performance. PEs and VCs bring about a governance 
structure that cuts out a layer of management enabling 
them along with the founders to play the role of both 
corporate management and the corporate board of 
directors which permits them to make big decisions 
rationally fast.

Team Building: Alternative Investments typically excel at 
putting strong, highly motivated executive teams together. 
Sometimes that simply involves giving current managers 
better performance incentives and more autonomy than 
they have known under previous ownership.

Risk Appetite for Scale and Innovation: Alternative 
Investments are time bound and thus have the drive for 
exponential growth-oriented businesses. They bring with 
them the passion and hunger for strong returns and high 
risk and growth capital. Their eye for assembling pieces to 
the puzzle quickly and venturing into scalable models and 
businesses are important qualities. They match the risk 
appetite of businesses with disruptive business models.

All in all, alternative investment vehicles bring with them 
intangible benefits that surpass the financial benefits 
while helping develop the business ecosystem around it.
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CAPITAL SHORTAGES REVEAL 
OPPORTUNITIES FOR ESG-ALIGNED 

BUSINESSES 

SHABDA GYAWALI, INVESTMENT DIRECTOR
DOLMA IMPACT FUND

Nepal’s private sector appetite for capital is growing. 
With GDP growth now above 7% and demand for 
credit constantly above 20% over the last four years, local 
resources are struggling to address local demand for capital.

To achieve its Sustainable Development Targets (SDGs), 
Nepal will rely on accelerated GDP growth for long 
term inclusive growth. According to the Nepal Planning 
Commission, the Nepali private sector requires an 
investment of around USD 4-5 Billion annually to achieve 
its SDG goals. The government has accepted that FDI 
will play a key role in meeting its ambitious economic 
development target. 

The government recently passed the new FDI bill and 
other relevant ancillary bills. However,  introducing 
new regulations is merely a first step if the government 
and the private sector are serious about inviting foreign 
investments. With foreign capital comes new sets of 
requirements which Nepal’s private sector might not 
be ready to fully accommodate. Is Nepal’s private sector 
structured to evaluate and adjust to the new regime of 
disclosure, transparency and commitments required by 
foreign institutional investors? 

A growing fleet of foreign institutional investors already 
have environmental, social and governance (ESG) risk 
mitigation requirement as an internal part of their 
investment process. Contrary to pure commercial 
investors, these investors look beyond financial statements 
to identify ESG issues for both risk mitigation and value 
creation opportunities. Numerous studies have shown 
that proactively managing ESG risk can have a positive 

financial return. A recent IFC study found that companies 
with good environmental and social (E&S) practices 
outperform companies with worse E&S practices by 
210 basis points on return on equity (ROE). No wonder 
DFIs, including FMO, CDC, IFC, already active in 
Nepal requires a borrower to follow their prescribed ESG 
compliance standards. As more investments flow into the 
country–IFC alone have the plan to invest more than USD 
1 billion in the next four years—ESG will continue to be 
an evaluation criterion. 

Companies seeking equity from international private 
equity funds or directly from DFIs should not be taking 
ESG merely as a box-ticking exercise. When done correctly, 
ESG is a long-term value creating and risk mitigation tool. 
Implementing the strategy might have some short-term 
challenges in terms of both time and corporate culture, but 
the value created and risk mitigated in the long run far 
exceeds the cost.

Even companies not interested in foreign capital would gain 
an advantage over peers were they to introduce or enhance 
their basic corporate hygiene, including environmental, 
social and governance standard. It is a matter of time before 
ESG becomes mainstream. If not for equity investment, 
even future borrowing from local commercial banks may 
soon require compliance with the ESG standards. Some of 
the banks have already begun streamlining this. NMB, with 
funds coming from DFIs, has begun asking the borrower 
to comply with ESG requirements. Nepal Rastra Bank 
has developed Environmental Social Risk management 
systems and will soon require all the borrowers of Nepali 
commercial banks to comply with it. 
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Today companies are either highly leveraged or have 
exhausted sufficient fixed asset to borrow from the 
banks. A lack of long-term financial products is also 
driving business owners to go to private equity partners 
or stock exchange listings as an alternative source of 
capital. However, these investors want to see at least 
the basic ESG provisions in place. Some low hanging 
fruits that are within reach for companies involve hiring 
real independent directors whose job is to provide 
practical strategic input beyond simply pandering to 
their founder’s ego; setting up audit committee; smart 

succession planning;and improving employee health 
and safety. 

As the wheels on Nepal’s upward economic trajectory 
keep spinning, the broader business community must 
learn to reform as local capital shores up and compliant 
international capital becomes the only option. Companies 
who react by implementing international best practice, 
regardless of their interest for DFI capital or not, will 
witness positive growth prospects and can be sure to be 
competitive in tomorrow’s world of ESG aligned targets.
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ROLE OF PRIVATE EQUITY /VENTURE 
CAPITAL IN SME GROWTH IN NEPAL 

Nepal has set itself to achieve transformational economic 
growth after a decade long political transition followed 
by the successful implementation of the federal structure. 
The government now aims to foster rapid development, 
striving for ambitious GDP growth of 8.5% in the FY 
2019-20 and aiming to graduate from a least developed 
country to a developing country by 2022. To achieve this 
growth, the role of Small and Medium Enterprises (SMEs) 
is significant, considering the socio-economic aspect of 
Nepal. However, there is a clear gap in access to risk capital 
to support these SMEs for their growth. An IFC study has 
estimated that there is USD 2.5 billion SME financing gap 
in Nepal. Financial Institutions are reluctant to cater SMEs 
as the BFIs lend only on the basis of collateral which the 
most SMEs lack.

Further running a business in Nepal is quite a task and 
certainly not the best place for entrepreneurs and innovators. 
World Bank, in its report, Doing Business in Nepal 2019, 
has ranked Nepal in a 110th position indicating one of the 
toughest places to do business. Whether be it regulatory 
environment or infrastructure facility or availability 
of skilled workforce, running a successful business is a 
hardship.  In this situation, the role of Private Equity is 
very instrumental, weather by providing access to finance, 
technology or accelerated business growth.

Private Equity/Venture Capital (PE/VC) around the world 
are known for bringing a seismic shift in the start-ups and 
growth stage business. PEVCs have backed all the successful 
start-ups like OYO, Uber, Flipkart and Paytm. In simple 
terms, PE/VC is a pool of money collected from a group of 
people, which is invested in private companies which are at 
different stages of growth. Their main objective is to create 
added value in these companies and sell them a few years 
later and with a significant capital gain. Private Equity (PE) 

involves larger investment in the growth stage and mature 
companies while Venture Capital involves in smaller size 
investment in early-stage companies.

In Nepal, PE/VCs have been established for less than a 
decade. Despite a very short history and size of PE /VC; 
the impact is notable. Many exciting businesses such as 
Foodmandu, Cloudfactory, Sasto deal, etc. are backed by 
PEs. Entrepreneurs are found attracted to PE/VC firms not 
only for financing but for active participation in the board 
or with management, the professionalism, governance, 
technology, network and other growth factors that that 
these firm bring in the table. Few value additions that PE/
VC can bring to a business are as follows:
1. Strategic and Network support: PE firms are backed 

by a group of accredited investors or institutional 
investors. The influence and strategic support that 
PEs can bring by facilitating relationships with key 
partners and experts is truly an asset. Especially the 
foreign PE/VCs can lead to the creation of advanced 
technology, build technically skilled labour and bring 
high standard in terms of quality of goods and services, 
business practices, salaries, etc.

2. Ensures Entrepreneurship is not hindered: PEs 
generally take minority stake i.e, less than 50% and are 
not involved in the micromanagement of day to day 
operation, unlike traditional corporate houses which 
are known to take control over the companies. It gives 
the founders liberal to operate their business on their 
own at the same time seek strategic support to scale 
the business. After certain years (generally 5 Years) the 
PE firms exit from the business, taking their share of 
the return.

3. Supports Risky Businesses: PE/VCs are known to 
support innovators and market disruptors, which 
have a great opportunity as well as high risk. Investing 
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on such high risk business enables entrepreneurs 
to transfer the financial risk. This will increase the  
performance of entrepreneurs due to enhance financial 
scope. 

4. Ecosystem support: In addition to financing, PE/
VC firms look at strengthening the entrepreneurial 
ecosystem by providing business acceleration or 
incubation support which helps them to identify their 
gaps, provide mentorship and make them ready for 
next level of growth.

5. Organized and Professional set up: PEs are known 
for financial engineering and increasing operational 
efficiency. The first thing that PE firms do after 
investing in the company or even prior to investing 
is streamlining the operations and ensuring high 
governance. The Nepali SME sector, it’s very common 
that co-founders are involved in multiple roles, and 
system and processes, especially relating to accounts, 
are not properly handled. PEs help these SMEs come 
up with proper management and governance structure.
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