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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 redefine the economic development discourse 
in Nepal. Established in 2009 as a not-for-profit organisation under the beed (www.
beed.global) umbrella, NEF is a thought centre that strives to redefine the economic 
development discourse in Nepal by strengthening the Nepali economy through various 
activities to promote an efficient and inclusive private sector. NEF has been featured in 
the list of Top Think Tanks in Southeast Asia and the Pacific in the Global Go To Think 
Tank Index Reports 2016, 2017, and 2018. 

Business Policy Research Center (BPRC) consolidates NEF’s activities into a hub 
that takes a holistic approach to the issues; generates dialogue between the public 
and private sectors on economic development concerns, and acts as a platform for 
information dissemination. To bridge the gap in credible research and leverage beed’s 
engagement with the private sector, BPRC has been working to generate awareness 
and promote public discourse on key issues of the Nepali economy. NEF generates 
three products under BPRC:

nefport - a quarterly economic analysis publication 
neftake - periodic blogs that covers wide range of issues 
neftalk - a platform for policy discourse

Himalayan Circular Economy Forum (HiCEF) is one of the critical initiatives that 
NEF has taken as a functional outcome of the Himalayan Consensus Summit that 
NEF functioned as secretariat from 2014 to 2019. HiCEF brings forth key issues for 
public discourse to mainstream alternative development paradigms. Through HiCEF, 
NEF intends to explore the concept of a circular economy and contribute in paving a 
path towards sustainable businesses and societies.

Through its devCon division, NEF operates in the domain of Development Consulting 
in conjunction with beed management. It works with a variety of bilateral, multilateral, 
national, and international institutions in the areas of policy research, economic 
analysis, value chain analysis, enterprise development, sectoral studies, and public-
private dialogue. 

Renewable Energy (RE) Center aims to be the premier platform for mainstreaming 
renewable energy issues by engaging multiple stakeholders to articulate discourse 
that will shape national-level energy policies. The RE Center has already conducted 
a dialogue series in this regard, bringing various stakeholders under the same roof to 
discuss the burning issues of this sector.

Startup Policy Incubation Center (Start-PIC) emerged because the regulatory 
environment in which the startup ecosystem operates has not evolved in the country. 
The stakeholders in the ecosystem face business uncertainty due to redundant 
policies. Start-PIC aims to review the prevailing laws in Nepal, recommend necessary 
amendments, and incubate startup policies that will foster entrepreneurship spirit and 
startup ecosystem in the country.

NEF BROADLY WORKS UNDER THE FOLLOWING 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
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KEY ECONOMIC INDICATORS

GDP

Rank

USD 28.81 billion

102
GDP Growth rate (%) 7.1%

GNI (PPP) 

Rank

 USD 3090

88
Inflation (annual %) 4.6%

Gross Capital Formation (% 
of GDP)

52% Agriculture sector 27%

HDI 0.574 Manufacturing sector 15.2%

Rank 148 Service sector 57.8%

HDI figure from Human Development Reports of the UNDP-2018, Nepal Rastra Bank (Annual Report 2075-76)
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Following the Nepal Investment Summit held earlier this year, 
Nepal Infrastructure Summit took place under the theme ‘Strong 
Infrastructure for Sustainable Development’.The third edition of the 
summit was held with an aim to attract large-scale private investment 
specifically in the infrastructure sector.In the recent past, the nation 
has organised numerous such summits in a bid to attract investments 
both foreign and domestic in various sectors of the economy.

Sticking on to the economy, in the last fiscal, GDP of the nation 
grew by 7.1% compared to 6.7% in the previous fiscal. Trade 
deficit further widened to reach 13.5% to NPR 1.32 trillion (USD 
11.83 billion) in 2018/19 that is 38.1% of the GDP. In addition, 
the inflation rate surged to 4.6% last fiscal from 4.2% the previous 
fiscal.Remittances increased by 16.5% in terms of NPR.Banks and 
financial institutions (BFIs) received deposits worth NPR 3.23 
trillion (USD 28.96 billion), which is 18% more than the last fiscal 
year. Additionally, BFIs credit to the private sector amounted to NPR 
2.86 trillion (USD 25.6 billion).

Furthermore, in the banking sector, Nepal Rastra Bank introduced a 
merger and acquisition policy with an aim of strengthening financial 
stability of the BFIs. Following this policy, operating licenses of 128 
BFIs were revoked and 43 new BFIs were formed.

In the last quarter, NEF was able to successfully organise various 
neftalk events on diverse themes. NEF in collaboration with 
International Labour Organisation (ILO) organised a dialogue series 
titled ‘Transforming the Workforce for the Future’. Additionally, 
NEF collaborated with Swiss Development Corporation (SDC) to 
organise a neftalk to discuss the status of startup ecosystem in Nepal 
and understand if Nepal isindeed startup ready.

Lastly, the special section of this nefport editionfeatures Renewable 
Energy, which highlights policy and systemic challenges along 
with overall sectoral briefing.NEF would like to thank valuable 
contributors and especially Toyanath Adhikari (Joint Secretary- 
Ministry of Energy, Water Resources and Irrigation), Suman Basnet 
(Renewable Energy and Management Professional), Pooja Sharma 
(Head of Energy Program, Practical Action) and Bhavin Pradhan 
(PhD candidate pursuing Public Affairs form Humphrey School of 
Public Affairs).

As always, we look forward for your valuable comments and 
suggestions.

EDITORIAL
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POLITICAL OVERVIEWPOLITICAL OVERVIEW

Bills proposed for amendment, Chand-led fiasco and internal division of the ruling party have 

been the major political issues this quarter. The government was heavily criticised for bringing 

forth the Guthi Bill, which was withdrawn following nationwide protests. The Advertisement 

Regulation Bill has been endorsed by the parliamentary committee, which shall be forwarded 

to the Parliament for approval soon. Security risks also heightened this quarter owing to 

multiple bombings nationwide by the Chand-led CPN. Meanwhile, the ruling party has finalised 

leaderships for its 33 departments.

Chand-led political fiasco creates 
security concerns: On 12 March, 
the Government of Nepal (GoN) 
declared the Netra Bikram Chand-
led Communist Party of Nepal 
(CPN) as a criminal group. Following 
the government’s move, as protest, 
the party has conducted a series of 
blasts. The bombing at the Ncell 
headquarters killed a person and 
two others were severely injured.1 
Moreover, the Chand-led CPN went 
on a nationwide strike on several 
occasions, demanding the release 
of their arrested cadres and uplift 
the ban on the group. However, the 
government increased the necessary 
security over the country instead of 
pursuing Chand’s demands.

In addition, the Nepal Bar association 
termed the government’s ban on 
Chand-led CPN as unconstitutional2  
based on Article 270 of the 
Constitution. As per the Article, no 
one should be restricted to forming 
and operating a political party. The 
association asked the government to 
take back the decision and allow the 
party to conduct political activities. 

Likewise, the opposition party, Nepali 
Congress showed serious concern 
as to how the issue was handled, 
mentioning that it might bring a 
greater conflict in the future.

Following widespread criticisms, the 
government invited the Chand-led 
CPN leaders to collaborate with the 
government and come to mainstream 
politics. The Oli-led party even met 
the demand of the Chand group 
and released their arrested cadres. 
After this development, it was 
hinted that the Chand-led CPN and 
the government would meet soon to 
discuss matters further. However, 
that failed to happen with the Chand 
group abandoning the government’s 
call. Consequently, angered with 
this move of Chand-led CPN, the 
government has announced that 
it is ready to take severe measures 
against the group if needed.

Guthi Bill proposed and withdrawn: 
The GoN proposed the Guthi Bill on 
30 April, which aimed to establish a 
commission to replace the existent 
Guthi Sansthan and nationalise 

all public and private Guthis.3 
Following the Bill, Kathmandu 
Valley’s Newar community greatly 
criticised the government. The 
heavy protest, mass meetings, and 
rallies were initiated against the 
Bill. The mass protest in Maithighar 
Mandela was probably the largest 
mass protest after the 2006 People's 
Movement.4 The Newar community 
addressed the Bill as a direct 
attack on their indigenous culture. 
Trustees of the guthi believed that 
the Bill violated Article 26 (2) of the 
Constitution, which states: “Every 
religious denomination shall have 
the right to operate and protect its 
religious sites and religious guthi”.5 

Addressing the Article 26(2) the guthi 
activities claimed that Sections 23 
and 24 of the Bill would allow the 
commission to take over the rights 
of the guthi, documents, and past 
agreements including court orders. 
This was widely seen as an autocratic 
move that questioned the principle 
of democracy. Under heavy pressure 
from various groups, the government 
withdrew the Bill on 18 June.6 
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Parliamentary committee endorses 
Advertisement Regulation Bill: The 
parliamentary committee on state 
affairs and good governance has 
approved the Advertising Regulation 
Bill. Following are the key provisions 
of the Bill:7

» Jail up to a period of one (1) year 
and fine accordingly for media 
house owners for advertisement 
related offences.

» Advertisements should be 
published and broadcasted after 
keeping a record of advertisers 
including their authenticity, 
names, and addresses. Failure 
to do so would attract a fine for 
media houses.

» 'Clean Feed Policy' to be effective 
after a year, however, any cable 
operators starting their service 
after implementation of the new 
law will have to practice clean 
feed immediately.

» 'Clean Feed Policy' will allow 
television signal distributors to 
replace advertisements in foreign 
television channels with local 
advertisements. 

» All government ads would have 
to be approved by the Advertising 
Board before being broadcasted/
published.

PM visits Europe: Prime Minister 
KP Oli went on a trip to Europe 
from 8 June to 16 June, visiting 
multiple countries, including the 
United Kingdom.8 Oli stated that 
he had shared his views with the UK 
government about the 1947 Tripartite 
Agreement between Nepal, India, and 
the UK. The prime minister believes 
that the treaty should be revised and 
the two countries should move ahead 
on a bilateral agreement. Likewise, 
he also raised the issue about the 
expansion of Nepal Airlines flights to 
the concerned bodies across the world, 
including Europe. The prime minister 
also visited the Norwegian Prime 
Minister Erna Solberg to enhance 
mutual ties and addressed the 100th 
anniversary of the International 
Labour Organisation.9 

NCP finalises its department 
heads: The ruling party, Nepal 
Communist Party (NCP) has 

moved one-step forward to its 
merger process with the allocation 
of department heads to 33 different 
departments set within the party. 
The department leadership has been 
divided as 19 departments to former 
CPN – United Marxist Leninist and 
14 departments to former CPN – 
Maoist Center.  

Railway pursuit ongoing with 
China: Government officials led 
by the Secretary of the Ministry of 
Physical Planning, Devendra Karki, 
went to China to discuss the proposed 
Kerung-Kathmandu railway line. The 
railway line is expected to move ahead 
only after the Chinese railway line 
from Shigatse to Kerung is completed 
which is only expected to finish by 
2025. China has pledged its support 
for the project citing that it will 
benefit both the countries in terms 
of trade and several other economic 
aspects. Once the agreements on 
several technical aspects are met, the 
detailed project report is expected to 
be prepared. However, it has not been 
clear on who is to bear the cost of the 
report.

OUTLOOK“
After the landslide victory of the NCP, a stable and efficient government was highly expected. Even though there have 
been many signs of progress, the nation is yet to be free from political instability. The failure of the Oli-led government to 
bring the Chand-led CPN group to mainstream politics or peacefully deal with them has affected the economy and public 
life adversely. Frequent strikes and bombings reminded the people of the Maoist era to some extent. The government 
also received intense criticisms for proposing several Bills without proper consultations with stakeholders. This was 
largely observed as a direct attack on democracy.
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INTERNATIONAL ECONOMYINTERNATIONAL ECONOMY

The global economy looks shaken with the ongoing trade war between the US and China. 

While their trade-war continues, its effect seems to have reached Europe with Germany taking 

a major hit. In Europe, it is still uncertain about the impact of Brexit in the long run. In Asia, 

Japan and South Korea have been battling it out with trade wars of their own. Protests in Hong 

Kong have caused worries to their economy as their tourism suffers. Zimbabwe authorities 

have introduced the Zimbabwean dollar as the country’s sole legal tender, but the country is 

facing a 175% inflation in 2019. 

Global economy at risk 
Even though US President Donald 
Trump hit the pause button on the 
trade war with China last week, experts 
predict that the global economy is 
coming close to a crossroad. Despite 
the latest truce at the G20 summit 
between Trump and Xi, trade tensions 
between the two countries have 
continued. The US-China trade war 
has developed into a broader battle 
that is taking place over currencies 
and regulations.

Economists warn that further 
escalation of the situation could slow 
global growth with a long-lasting 
effect. China’s detract also spread 
to other countries like Germany 
and Australia, raising supply chain 
costs and harming exports.10 Philip 
Lowe, Governor of the Reserve Bank 
of Australia, said that the ongoing 
battle between the two nations is 
hurting global investments, wages 
and economic growth. Countries are 
already pulling out from globalisation, 
which has reduced the global flow of 
foreign direct investments that fell by 
13% last year, the lowest since the 

global financial crisis in 2007/08.11 
The International Monetary Fund 
(IMF) also revised its world growth 
forecast for 2019 down to 3.2%, 
which is 0.1% below the previous 
estimate released in January.12 If the 
face-off between the world’s two 
largest economies continues, global 
growth is expected to reduce by 
0.5% in 2020. However, it is still 
too early to predict what the trade-
war and political tensions will evolve 
to, although they are sure to affect 
investments and economic activities 
around the world for years to come. 
One such effect was witnessed in the 
Indian market where foreign investors 
have pulled out USD 1.19 billion on 
a net basis from the capital markets in 
the first half of August.13 Experts have 
attributed this to the uncertainty over 
foreign portfolio investment (FPI) 
and the ongoing global trade war 
worries. Similarly, major economies 
around the world like the UK, 
Germany, Russia, Singapore and 
Brazil are facing recession-worries. 

According to a Bloomberg Economics 
report, uncertainty over trade could 

lower the world gross domestic 
product by 0.6% in 2021.14 Also, the 
International Monetary Fund slashed 
its USD 97 trillion estimates of 2021’s 
world GDP by USD 585 billion.15 In 
the recent past, central banks across 
Europe, Australia and Asia have even 
cut interest rates to respond to the 
fallout from the trade wars.

While things did not look this 
complicated when the trade war 
started during March of 2018, no one 
predicted that it would escalate to this 
level. Currently, the US’s economic 
output is expected to dip by 0.6%, 
whereas China’s GDP is expected to 
reduce by 1%. The US exports, which 
had a 13%16 stake in the economy, 
depended on the demand coming 
from the European Union, China, 
Japan, Canada and Mexico. In the 
first half of 2019, those economies 
only took American goods worth 
USD 537 billion,17 which is 2% less 
than the exports of last year. At the 
same time, President Trump has also 
been accusing China of undervaluing 
the Yuan to secure an unfair advantage 
for its exporters.
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Germany takes a hit
The effect of the US-China trade 
war has hit Germany hard. Fears 
surround the European giant as 
global trades becomes even more 
uncertain. Germany had a long run 
trade surplus of close to 8% of the 
GDP and its performance in the last 
decade has been better in comparison 
with similar European economies. 
Germany’s trade surplus was at close 
to USD 300 billion in 2018, which 
was the largest trade surplus in the 
world.18 However, Germany’s central 
bank, the Deutsche Bundesbank, 
warned that their economy is heading 
to a recession as exports continue to 
take a dip. According to the World 
Bank, Germany’s exports amount to 
almost half of its economy at 47%.

The Bundes bank predicts that 
Germany’s performance with exports 
will continue in a similar trajectory 
in the second quarter. The slump 
in the order of cars and industrial 
equipment is predicted to continue 

in the third quarter of this year, like 
in the second quarter. This leaves the 
economy on the edge of a recession. 
The bank also blames Brexit and the 
US-China trade war for the slump 
along with a drop in exports. From 
April to June, Germany’s GDP 
dropped by 0.1%.19 Current data 
also show that industrial production 
has further shrunk this quarter. 
Industrial output fell by more than 
5% compared to the previous year in 
the last quarter. 

Forecasts of growth for Germany 
this year was predicted at 0.5%, but 
the Bundesbank and the European 
Commission are likely to downgrade 
their prediction to a revised projection 
of 0.2% or 0.3%. However, Germany’s 
Finance Minister Olaf Scholz has 
stated that Germany has the financial 
strength that is required to counter 
any future economic crisis.20 His 
comments came after a release of a 
report last week which claims that 
Germany is prepared to ditch its 

balanced budget rule and take on new 
debt to counter a possible recession. 
Scholz also suggested that Berlin 
could provide up to €50bn (£45.7bn) 
of extra spending.21 This claim has also 
helped calm the markets. Conversely, 
German Chancellor Angela Merkel 
has dismissed concerns confirming 
that there is no plan to implement any 
stimulus package.

As Germany’s public debts are low, 
many European policymakers have 
urged them to spend more as a 
precaution. The current situation 
is not necessarily a recession in the 
broader economy, but it is  in the 
manufacturing and export sector. 
Carsten Brzeski, a chief economist 
at ING Germany, stated that 
Germany’s current GDP marked 
an end of a golden decade for their 
economy.22 The trade tensions and 
uncertainties will certainly bring 
forth an economic slowdown as 
businesses have cut their outlook and 
their investment plans.

Figure 1: Germany's quarter-to-quarter GDP Growth Rate

Source: Federal Statistics Office
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“No-deal Brexit” to create 
chaos
After becoming the Prime Minister 
of the UK, Boris Johnson has been 
insisting that the country will leave 
the European Union (EU) with or 
without a deal on the scheduled date 
for the departure of 31 October.23 
While the Prime Minister states that 
the Brexit has massive economic 
opportunities, economists predict that 
a no-deal Brexit will have a negative 
consequence on the economy.

Mark Carney, Bank of England 
Governor, stated that a no-deal Brexit 
would create an instantaneous shock 
as  many businesses operating in the 
country will no longer be economical 
without a deal. The no-deal Brexit 
looks increasingly likely to happen 
and it will harm Britain’s economy, 
infrastructure and social environment. 
The cost of living would rise and basic 
services could be delayed. Brexit 
critics warn that a no-deal Brexit 
will damage the economy while also 
devaluating British currency.

The economy of the UK shrank in 
the second quarter of this year for the 
first time in seven years.24 The gross 
domestic product fell by 0.2% during 
April to June. The British currency is 
down to more than 7% since early 
May. Financial Times analysis also 
finds that the number of jobs that 
are created has dropped by 19% ever 
since the EU referendum came up. 
While the UK is still a part of the EU 
at the moment, the uncertainty over 
what Britain’s future holds is harming 
investments. Britain’s relationship 
with its largest market is uncertain as 
Boris Johnson’s government has yet to 
set out proposals for the  relationship 
with the larger market in the long run.

Economic worries over Hong 
Kong protests
Ongoing protests in Hong Kong 
against the legislation that would 
allow the transfer of fugitives from 
Hong Kong to mainland China have 
shaken up the city and damaged its 
economy.25 The commerce Minister 
Edward Yau Tang-wah has stated that 
the number of inbound tourists has 
dropped by more than 30% for the 
first 10 days in August.26 The industry 
figures put Hong Kong’s current 
situation at a position that is even 
worse than the 2003 SARS outbreak.

Hong Kong’s largest independent 
bank, The Bank of East Asia (BEA), on 
21 August warned that the economy 
is heading towards trouble.27 Earlier, 
the Hong Kong government dropped 
its forecast of the economic growth to 
between zero and one percent for this 
year. The situation also poses threats 
for the small and medium-sized 
industries. The protests have affected 
Hong Kong’s tourism and retail trade 
the most, shaking investor confidence. 
The demonstrations and the US-
China trade wars have dragged Hong 
Kong’s economy, putting livelihoods 
of the local people in danger.

Zimbabwe’s 175% inflation
The Zimbabwe government 
reintroduced the Zimbabwean 
dollar as their official currency after 
using US dollar for over a decade. 
However, since the introduction of 
the Zimbabwean dollar in July, its 
value continues to take a slump.

The country is also facing its 
worst cash crunch in a decade. 
Measures introduced by President 
Emmerson Mnangagwa to control 
the economic crisis are not working 

with the country’s inflation reaching 
a whopping 230.41%as of mid-July 
according to the online financial 
media service platform, Equity 
Access.28 The inflation, last year, 
was recorded at 42%.  However, the 
Zimbabwean authorities have stated 
that they will not be publishing the 
official inflation data until February 
2020.

The inflation has triggered anti-
government protests and the 
weakening currency is hitting imports 
hard. The United Nations estimates 
that about a third of Zimbabwe’s 16 
million people need humanitarian 
food aid due to drought and the 
economic crisis.29 However, the 
economic crisis has benefited 
Zimbabwe’s agricultural exports, 
mainly tobacco. 

Japan – Southt Korea face-off 
The trade war between Japan and 
South Korea began last month after 
Japan placed restrictions on exports 
of three chemical materials to South 
Korea. These materials are key 
ingredients in making computer chips 
and display panels. South Korean 
electronics giants, like Samsung, rely 
heavily on these materials to make 
semi-conductors. Under the new 
regulation and processes, it could take 
up to 90 days for companies in Japan 
to export these chemicals to South 
Korea.30

Analysts believe this is a 
protectionist policy  similar to the 
ones adopted by  US President 
Donald Trump. Trade tensions 
between the countries began last 
year when Japan had tightened hi-
tech exports to South Korea, which 
was retaliated by the latter with the 
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OUTLOOK“
The US President had announced that an additional 10% tariff would be applied to $300 billion worth of Chinese goods, 
but this decision was later postponed. The US-China trade war, along with worries in China and Europe are among the 
largest risks to global growth. While Asia and Africa were expected to take the lead in growth, the nationalistic view may 
take us to crossroads. It looks like Germany needs to boost government spending to avoid recession as their third quarter 
is not expected to rise-up. In addition, 31 October 2019 will also determine the course for the UK and also the Eurozone 
with Boris Johnson promising to leave the EU with or without a deal. The global economy, since a long time, has never 
looked as uncertain as this.

boycott of Japanese products such 
as beer, cars and clothing. Japan also 
claims that the recent restrictions 
are influenced by the concern that 
South Korea is leaking sensitive 
information to North Korea.

Japan has also removed South 
Korea from its ‘white list’, a list of 
their trusted trading partners.31 On 
the other hand, the South Korean 
government is also looking to remove 

Japan’s preferred trading partner 
status. The South Korea – Japan trade 
war is already posing big threats to 
the global economy and could have a 
long-lasting effect.
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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 8.95billion).  

MACROECONOMIC OVERVIEW

Inflation: The inflation rate, measured 
by Consumer Price Index (CPI), has 
decreased to 4.6% in mid-July (see 
Figure 2). It stood at 6% over the 
same period the previous year. Food 
inflation waned to 3.09%, which was 
caused by the decreased 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 2.85%, as shown in 

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 over the same period last 
year, the inflation wedge between 
India and Nepal stood at 0.4% as 
shown in Figure 4.

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

Source: Current Macroeconomic Situation of Nepal (Based on the annual 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 annual data of 2018/19), Nepal Rastra Bank
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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 annual data of 2018/19), Nepal Rastra Bank
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Import-export and trade deficit: 
Merchandise imports have increased 
by 13.9% to NPR 1,418.53 billion 
(USD12.70 billion) in the twelve 
months of FY 2018/19, as shown in 
Figure 5 compared to 25.8% 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 11.5% and 
24.9% respectively, showing a greater 
dependency on its neighbours.  

Merchandise exports have grown at 
a sluggish pace in comparison to a 
drastic increment in merchandise 
imports. Merchandise exports 

increased by only 19.4% to NPR 
97.11 billion (USD869 million) in 
the twelve months of FY 2018/19. 
The corresponding figure was 11.4% 
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. 

As a result of the widening gap between 
imports and exports, Nepal's YoY trade 
deficit increased by 13.5%, compared 
to 26.9% in the same period the 
previous year, as shown in Figure 7. 
Nepal's trade deficit now stands at NPR 
1,321.42 billion (USD 11.83 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.

Government revenue: Government 
revenue collection increased by 22.4%, 
amounting to NPR 859.59 billion 
(USD 7.66 billion). The revenue 
collection had increased by 20.9% 
to NPR 702.24 billion (USD 6.28 
billion) in the corresponding period of 
the previous year as shown in Figure 8.

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 annual 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 annual 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 annual data of 2018/19), Nepal Rastra Bank
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Source: Current Macroeconomic Situation of Nepal (Based on the annual data of 2018/19), Nepal Rastra Bank
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Source: Current Macroeconomic Situation of Nepal (Based on the annual data of 2018/19), Nepal Rastra Bank     
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Government expenditure: Total 
government expenditure stood at NPR 
1031.11 billion (USD 9.23 billion), 
compared to NPR 1066.11 billion 
(USD 9.54 billion) previous year, 
as shown in Figure 9. This was on 
account of both recurrent and capital 
expenditure decreasing to NPR 699.11 

billion (USD 6.25 billion) and NPR 
209.10 billion (USD 1.87 billionn) 
respectively. Recurrent and capital 
expenditure stood at NPR 693.45 
billion (USD 6.20 billion)  0and NPR 
263.57 billion (USD 2.35 million) 
respectively in the corresponding 
period of the previous year.

The utilisation of capital and 
recurrent budget has been 
approximately 67% and 83% 
respectively. Figure 10 shows 
the monthly outlay in terms of 
percentage of the target achieved for 
government spending.32 

Review Period

1

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

                                        Source: Current Macroeconomic Situation of Nepal (Based on the annual data of 2018/19), Nepal Rastra Bank
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OUTLOOK“
The annual data published by the Government of Nepal illustrates the economic growth of 14%   (at current price) for the fiscal 
year 2075/76. While the growth rate seems encouraging from the macro view but the details become blurry as we streamline 
the scope of analysis. Expectedly, service sector remains the dominant contributor with approximately 57%, followed by 
agriculture at 27% and industry at 16%.  The given figures, thus, conclude that economic growth of Nepal has followed an 
atypical path. Normally when the countries grow, they tend to industrialize and move out of agriculture into manufacturing, 
which has higher productivity or output per workerthus generating higher wages. So industrialization is the key for an economy 
to become middle class and prosperous. Once the economy becomes advanced, industry gives way to service sector in the 
same way manufacturing overtakes agriculture. 

The economic growth of Nepal, in this context, has a perplexing feature as it has jumped from agriculture directly to service 
without gaining a firm foothold in the middle income stratum. This obfuscating growth could actually bring a worrying 
consequences.For instance-ifanything goes wrong in the middle-east countries (which actually is not entirely unlikely given the 
current geo-politics), large number of Nepali workers will flock back to the country and without the stronghold of manufacturing 
industries the economy will not be able to sustain the spring of inundated labors, which subsequently could invite myriad 
economic and social problems. 

This unconventional economic growth of Nepal has caught the attention of international organization as well. World Bank 
recently termed our peculiar growth as low growth-high remittance trap. In this context, by not prioritizing manufacturing 
sector and simultaneously encouraging domestic labors to migrate, Government is inadvertently promoting the manufacturing 
industries of foreign countries as the remitted amount are mostly spent on imported goods. Therefore, the sector which should 
have been the primary instigator of the growth remains in doldrums.  In fact, compared to the previous fiscal year, the output of 
manufacturing and construction sector has increased only by approximately 1%, highlighting that the economy is continuously 
being fuelled by the service sector. Policymakers misreading this uncharacteristic growth of our economy could be a ticking 
time bomb as the overall success of the service sector (primarily Banks and Financial Institution (BFIs)) also conceals some 
internal difficulties.

In hindsight,resultant global financial crisis of 2008 was the consequence of a complex service sector. In fact the crisis 
revealed the limitations to having an economy with a large and complex financial service sector. In case of Nepal as well 
BFIs are becoming more interconnected and their business harder to understand and regulate. After the encouraging success 
of major developed countries including England (UK) and United States (US) as a service oriented economic, the financial 
crisis of 2008 was something of a reality check. Immediately the respective governments of US and UK introduced the 
policy to rebalance their economy by the process of reindustrialization. The government of David Cameroon initiated the 
policy like “March of Makers” whereby UK pursued to rebalance the economy by manufacturing tradable merchandise and 
selling its ware overseas. Also, USdespite being the second biggest manufacturer endorsed similar policy like “Made in 
America”.However, over the years, it became apparent that neither US and nor UK were successful in reversing the process 
of deindustrialization as these rich countries just could not compete with low cost producers. Emerging economies like China 
and India started to produce goods cheaply and also information and communication technology (ICT) decreased the cost of 
supply chain. Yet US is stillaggressively pursuing the policy of reindustrialization. 

Though the impetus for industrialization in Nepal is much greater,the government is not willfully and ambitiouslypursuing the 
sector. Despite authority regularly clamouring about curtailing the current account deficit (notably by imposing high tariffs), 
does not contemplate on ideating a long term solutions. Especially considering the favorable demographic status and relatively 
low wage labors, Nepal has the fertile ground to unbridle the growth of industrial engineering.Often we hear a claim that wage 
rate in Nepal is indeed high, but we need to understand that if the number of unskilled laborers are to diminish sufficiently, 
as has been the case of Nepal due to the rampant immigration, then those who are engaged in unskilled work have to be 
paid good wages. So with the right incentives, which includes encouraging the migrant workers to return, foreign companies 
will come to Nepal and the success story of one company could open the floodgatesof interest. In this context, foreign direct 
investment (FDIs) can be uniquely tailored to the country’s circumstances. Like special economic zone, Government can 
endorse ideas like export processing zone, wherein foreign entities can be explicitly geared to promote the export and help in 
technology transfer. Only such robust economic policy could probably help Nepal inachieving the ambitious target of middle 
income nation by 2030. 
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This quarter saw an all-time high import of paddy and sugar, in spite of a steady increase in 

their production nationally. Due to the ever-changing consumer preferences, paddy imports 

increased by a whopping 9.8% as compared to the previous quarter. Cardamom, tea and 

coffee farming registered soaring rates of plantation due to favourable climatic conditions, easy 

availability of seeds and other chemicals. The government introduced new initiatives aimed 

towards facilitating farmers. Nevertheless, unprecedented monsoon and floods destroyed a 

great deal of agro products and livestock, especially in province 2, and the escalating import 

bill forced the government to impose restrictive tariffs on various commodities.

Cardamom plantation: Farmers in 
Nepal are being increasingly attracted 
to planting cardamom due to high 
potential return. According to the 
‘National Sector Export Strategy of 
Large Cardamom 2017-21’, Nepal 
produces more than 6,600 tons of 
the spice annually, accounting for 
more than half of the annual world 
production of around 12,000 tons. 
However, the market price of the 
product has remained stagnant over the 
past two years, ranging between NPR 
28,000 to NPR 30,000 (USD 250.69 
to 268.60) per 40 kg. Increasing 
hindrances at the border point by the 
Indian customs has further halted the 
export process of Nepali cardamom to 
the international market.  At present, 
cardamom farming is being practised 
in 46 districts of the country mostly 
in Terhathum, Taplejung, Panchthar 
and Sankhuwasabha.33 

Rice imports: Although paddy 
production in the country has been 
increasing every year, it has failed to 
substitute for the rice import. The 
current fiscal year (FY) has produced 
an all-time high paddy production 

of approximately 5.6 million tons, 
an increase of 9.8% compared to 5.1 
million tons in the previous FY. This 
bumper harvest was achieved because of 
the Nepal International Rice Research 
Institution, a collaborative five year 
work plan (2018-2023). Despite 
both productivity and production 
increasing, the imports are on the 
rise. Rice worth NPR 278 million 
(USD 2.48 million) has already been 
imported in the current FY. According 
to the Ministry of Agriculture and 
Livestock Development (MoALD), 
the changing habits of consumers who 
prefer refined or white rice has surged 
this import rate.34  

Coffee farming: The Central Bureau 
of Statistics (CBS) revealed that 
Kavrepalanchowk, Lalitpur and 
Syangja are the highest commercial 
coffee-producing districts of the 
country, covering 104.3, 96.3 and 
94.1 hectares of land, respectively. 
Commercial coffee farming is 
currently being practised in 32 
districts across the nation with around 
1,573.6 tons of coffee beans being 
produced annually. While most of 

the coffee produced in the country is 
being consumed locally, Nepali coffee 
has a high demand in the international 
market too, especially in Japan, the 
US and European countries.35  

Agriculture Ministry upgrades 
existing plant quarantine facilities: 
The MoALD has sought NPR 250 
million (USD 2.23 million) from 
the government to upgrade the 
existing plant quarantine facilities and 
chemical testing labs located at border 
points. Currently, such facilities are 
available at 15 customs points—11 
on the Nepal-India border, 3 on the 
Nepal-China border and 1 at the 
Tribhuvan International Airport. 
However, these labs can only test 
imported farm products for disease 
and chemicals under two variants, 
organophosphate and carbamate. 
Weak coordination amongst the 
provincial authorities to upgrade the 
Rapid Bioassay for Pesticide Residue 
Laboratories (RBPRL) along with 
lack of skilled manpower to test for 
chemical residues in imported edibles 
has further deteriorated the tensions 
persisting at the Nepal-India border.36  
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Tea exports: Indian authorities have 
stopped Nepal’s tea exports from 
Kakarbhitta border as a response to 
Nepal’s decision to stop fruits and 
vegetable imports from India until 
pesticide residue test is performed. 
According to traders, Indian customs 
officials have tightened export of both 
organic and conventional tea. Nepali 
exporters are further being charged 
INR 25,000 (NPR 40,000) for tea lab 
testing, which generally takes around 
7-12 days. India’s decision to stop the 
export of Nepali tea has compounded 
the woes of tea industrialists who have 
been asking for different facilities 
from the government.37 

Fisheries destroyed: Floods 
triggered by incessant rainfall have 
destroyed around 40% of fisheries 
in Bara district. According to the 
Fisheries Entrepreneurs Association 
Bara (FEAB), the flood in Bakaiya 
Khola and Pasaha Khola has swept 
away around 4,000 metric tons of 
fish from different fish ponds in the 
district. The floods mostly destroyed 
fisheries in Bodhban Rambaran, 
Baluwa and Kakadi of Kohlbi 
Municipality, Umajan and Pipara of 
Karaiyamai Rural Municipality and 
Kacharwa, Amritgunj and Uchidiha of 
Simraunagadh Municipality. Farmers 
in the district had aimed to produce 
more than 49,000 metric tons of fish, 
which was around 10,000 tons more 
than last year’s production but have 
failed due to the incessant rainfall. 
Additionally, the floods have also 
destroyed vegetables, paddy, maize and 
banana plantations in approximately 
25,000, 23,000, 2,000 and 
300-hectares of land, respectively.38 

Damages to agro, livestock in 
Province 2: The recent floods 
and landslides have damaged 
agricultural products and livestock 
worth NPR 3.59 billion (USD 
32.14 million) in Province 2. The 

Ministry of Agriculture and Livestock 
Development (MoALD) claims 
that the floods have damaged post-
monsoon rice, monsoon paddy, maize, 
vegetables and banana farms. In terms 
of livestock, buffaloes, cows, ducks, 
chickens, goats and fish farms have 
been damaged by the floods. Of the 
total damage in the province, livestock 
worth NPR 1.62 billion (USD 14.50 
million) and agricultural products 
worth NPR 1.97 billion (USD 17.63 
million) has been damaged till date. 
Meanwhile, Province 1 has witnessed 
damages worth NPR 815 million 
(USD 7.29 million) to agricultural 
products and livestock.39 

Import restrictions: Domestic sugar 
mills are putting pressure on the 
government to extend the quantitative 
restriction on sugar imports by 
two more months as they still have 
104,000 tons of unsold sugar in 
stock. Although, the government had 
imposed an import quota on 100,000 
tons of sugar in the last fiscal year (FY), 
the Sugar Producers Association (SPA) 
has been lobbying the government 
to extend the imposition in the new 
FY too. With a large quantity of low 
priced sugar imported from India 
and Pakistan continuing to dominate 
the market, domestic producers are 
unable to sell their sugar at par to 
their production costs. Hence, the 
government has raised the customs 
duty on imported sugar to 40% in the 
new budget (2019-20), despite the 
sugar mills expectations of 60%.40  

Agro Imports Bill reaches NPR 
220 billion: The latest statistics from 
the Department of Customs (DoC) 
shows that Nepal imported farm 
products worth NPR 220 billion 
(USD 1.96 billion) in the last fiscal 
year (FY) that ended on 16 July 
2019. The share of agro products in 
the total import bill has increased by 
15.51% up from NPR 1,418 billion 

(12.69 billion) in the last FY. The 
staggering import of agricultural 
goods has also swelled the trade deficit 
up by 13.55% to NPR 1,321 billion 
(USD 11.82 billion) in FY 2018/19 
as compared to the previous FY. The 
Customs Department statistics show 
that imports of animal fodder alone 
amounted to NPR 16.64 billion 
(USD 148.98 million) with cereal 
topping the list of agro imports 
followed by rice, maize, paddy, edible 
oil, vegetables and nuts and seeds. As 
per the figures, the import bill for 
these produces stood at a staggering 
amount of NPR 51.80 billion (USD 
463.78 million), NPR 24.59 billion 
(USD 220.16 million), NPR 12.55 
billion (USD 112.36 million), NPR 
6.84 billion (USD 61.24 million), 
NPR 37.12 billion (USD 332.34 
million) and NPR 28.66 billion 
(USD 256.60 million), respectively. 
A swelling middle class, increasing 
population, stagnant local agricultural 
production and cheaper imports from 
India have been attributed to driving 
up Nepal’s food imports.41

One House One Kitchen Garden: A 
local unit in Salyan has enforced the 
‘One House One Kitchen Garden’ 
programme to make the area self-reliant 
in vegetable production. Ward No. 2 
of Chhatreshwori Rural Municipality 
has initiated the programme to 
substitute the import of ‘toxic 
vegetables’ and enable the villagers 
to grow their own organic produce. 
About 700 households in Damachaur, 
Daurechaur, Digrekhola, Saunepani, 
Attardanda, Dahakhola and Guranse, 
have established a kitchen garden to 
produce such organic vegetables, hence 
gradually shifting towards commercial 
vegetable farming. This transition is not 
only helping the farmers to produce 
their own food but is also providing 
them with a new market to sell their 
produce, making them economically 
independent.42 
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Subsidy and grants to farmers: The 
Department of Agriculture (DoA) 
has distributed nearly 62.5% of the 
total allocated grant amount for FY 
2019/2020, where around NPR 875 
million (USD 7.83 million) has been 
distributed to farmers under several 
government-backed projects. The 
grant amount has been distributed 
to several ongoing projects under 

the supervision of the MoALD, 
such as crop insurance project, cold 
store project, project forpromotion 
and preservation of local crops, 
promotion of lemon farming project 
and fruit farming expansion in 
private land project. A total of 32,356 
farmers have benefited from this grant 
distribution. The MoALD has also 
provided employment opportunity 

Table 1: Import Data for FY 2018-19.

(Source - Department of Customs; All figures are in NPR billion)

to individuals returning from foreign 
employment, with a provision of 
approximately NPR 5 to 10 million 
(USD 44.76 to 89.53 thousand) in 
grants for those who are interested in 
doing agriculture entrepreneurship. 
This government move is aimed at 
attracting unemployed youths and 
reducing people’s dependence on agro 
imports.43

OUTLOOK“
The Agro-Import Bill posed a real threat for the agriculture sector this review period due to the unprecedented increase in 
imports being brought in to satisfy the domestic demand. With cereal topping the list of most imported goods, currently, more 
than 28% of our domestic demand is feeding on cheaper imports from India and such over-dependency is harmful to our 
trade balance. Furthermore, the government’s decision to cease imports of fruits and vegetables from India without pesticides 
clearance has soured the relationship between the two economies with the latter imposing an export restriction on Nepali tea. 
Overall, the performance of this sector was quite dismal as domestic production failed to meet the ever-increasing demand 
of the country, consequently forcing people to import more than what Nepal exports. Hence, greater emphasis and attention 
from both the public and private sector is needed to supplement the growth of this sector.

Vegetables

Tea, Coffee & Spices

Seeds

Prepared Food

Live animal, fish & meat

Fruits & Nuts

Fertilizers

Edible fats & Oils

Cereal

Animal Fodder

28.66

11.64

15.3
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8.11

18.1

16.15

37.12

51.8

16.64

Import Bill (FY 2018-19)
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Upper Trishuli 3 A connected to 
the national grid: realising  its 
full potential the hydropower 
installation started to feed an 
additional 30 MW of electricity 
totaling to 60 MW. Earlier in the 
month of May, 30 MW of power that 
the plant produced was connected 
to the National Transmission Line. 

Commercial production would 
commence once series of testing on 
technicalities have been conducted 
and takeover certificate is handed. 
The NEA started the project’s 
construction about nine years ago 
with the concessional loan of USD 
114.7 million from the Export-
Import Bank of China.44 

Nepal, Bangladesh agree for joint 
investment in hydro projects:  The 
second meeting of the Joint Working 
Group (JWG) on Bangladesh – Nepal 
cooperation in the field of power 
sector was held on 20 June 2019 in 
Bangladesh.45 

The Nepal Electricity Authority (NEA) registered a profit for the third consecutive year. The 

NEA’s profit increased by 148.27% largely due to steps taken to control power leakage, 

administrative and financial reforms and the end of load shedding. The households connected 

to the national grid reached about 78% penetration, an increase of 10% compared to the 

previous fiscal year. In total, 4.5 million households are connected to the national grid so far.

Figure 11: NEA profit/loss of the last ten FYs.
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imported during the dry season.

Germany to provide NPR 3.2 
billion as grant assistance: The 
Government of the Federal Republic 
of Germany and the Government of 
Nepal signed a Financial Cooperation 
Agreement of NPR 3.2 billion earlier 
in July.47 The grant assistance would be 
directed towards the implementation 
of renewable energy, mental health 
service and sustainable development 
programs. The grant assistance for 
renewable energy will be used to 
promote solar energy in the rural 
areas through solar pumping systems 
for drinking and irrigation and solar 
systems for public institutions.

MoEWRI provides NPR 200 
million budget to AEPC: For the 
electrification of areas not connected 
to the national grid, the Ministry 
of Energy, Water Resources and 
Irrigation (MoEWRI) has allocated 
NPR 200 million to the Alternative 
Energy Promotion Centre (AEPC).48 
However, the Centre has maintained 
that the budget is inadequate to 
complete the aimed objectives for the 
current fiscal year. 

22 percent work completed on Arun 
3 hydropower project: The 900 
megawatt Arun 3 hydropower project 
being constructed with the support 
of India has made overall progress of 
22%. The Investment Board of Nepal 
(IBN) and India’s Satluj Jal Vidyut 
Nigam Ltd. signed the project’s deal 
in November 2014.49 The project 
is set to complete by 2023. The 
hydropower plant is projected to 
bring USD 1.2 billion as a foreign 
direct investment (FDI) from India to 

Nepal and generate 400 million units 
of electricity each year.

Chilime-Trishuli transmission line’s 
45 percent of work completed: 
The 220 kVA transmission line 
that is being jointly constructed 
by the European Union, German 
Development Cooperation (KfW) 
and the Government of Nepal see 
45% work completion rate.50 The 
transmission line spans for 27.5 
kilometers and can transmit up to 
500 MW of power. The total cost of 
the project is EUR 65 million.

Surkhet to have a fuel storage plant 
and Bhairahawa an aviation fuel 
depot: The Nepal Oil Corporation 
(NOC) plans to construct a fuel 
storage plant in Karnali province. The 
storage plant would be able to store 
petroleum products worth 90 days 
and will be constructed on 250 ropanis 
of land the NOC has leased from the 
Nepal Trust.51 The land acquisition 
process has started and the project 
is committed to being completed 
by 2020.52  The NOC also plans to 
build an aviation turbine fuel (ATF) 
depot at Bhairahawa. The ATF depot 
is meant for the Gautam Buddha 
International Airport (GBIA) and 
would be the largest in the country.53 
The fuel depot will have a capacity to 
store about 10,000 kiloliters. 

Electricity leakage reduced: In the 
last fiscal year of 2018/19, the NEA 
was able to bring down the power 
leakageby 4.55% to 15.90% from 
20.45% in the previous fiscal. In the 
last four years, the NEA has been able 
to reduce the electricity leakage by 
9.88% thus saving billions of rupees.54

Energy secretaries along with 
respective delegates from both the 
countries met and agreed to make 
joint investments in hydropower 
along with cooperation on renewable 
energy, especially solar home 
system (SHS) and power trading. 
The two nations as per the earlier 
agreement had decided to construct 
a transmission line via India as a new 
transnational electricity supply plan 
released by India could facilitate the 
objective of the two nations.

Petroleum pipeline between India 
and Nepal ready for operation: The 
first-ever cross-border pipeline in 
South Asia spanning from Motihari, 
Bihar of India to Amlekhgunj, Bara 
of Nepal is now complete. After the 
completion of preliminary testing, 
about 1000 liters of diesel was released 
from Motihari to Amlekhgunj. The 
diesel, however, will only be released 
into the depot tanker after the official 
inauguration. The pipeline could 
reduce the transportation cost of fuel 
and ease the oil prices whilst ensuring 
stable supply.

Electricity worth about NPR 23 
billion imported from India: Last year 
alone the NEA imported electricity 
worth about NPR 23 billion from 
India to meet the power demand, 
while just over NPR 120 million 
worth of electricity was exported to 
India.46 The NEA exports electricity 
not consumed at night locally to 
India. Nepal and India have agreed to 
share power in the future through the 
concept of power banking wherein 
surplus power of Nepal during the 
monsoon would be exported to India 
whereas power  from India will be 
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OUTLOOK“
The NEA has made remarkable strides since the appointment of Kulman Ghising as the managing director in 2015/16. The infamous 
load shedding crippling the nation with up to 18 hours of power cuts has also been eradicated. Additionally, the NEA that was 
running in severe loss has started making profits with the highest being NPR 7.2 billion last fiscal year. This was all possible due 
to strict control of power leakage, administrative and financial reforms and end of load shedding. Now it is important to ensure 
the completion of all impending hydropower projects for the nation to be self-sufficient in electricity. Simultaneously, as electricity 
production increases in the country, the government should encourage green consumerism. Use of electric vehicles should be 
promoted and necessary infrastructures such as charging power points should be facilitated. Also, electricity use in the kitchen 
for cooking and heating should be encouraged to end our reliance on fossil fuels and reduce Nepal’s trade deficit with India.  

Figure 12: NEA profit/loss of the last ten FYs. 
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AGRICULTUREINFRASTRUCTUREINFRASTRUCTURE

The major challenge faced by Nepal is that of poor and inadequate infrastructure. The lack of 

infrastructure such as ports, roads irrigation and power supply has been documented as one 

of the major hindrance for economic growth. The country’s current investment of 4-5% of Gross 

Domestic Product (GDP) is hugely inadequate. It is estimated that the current infrastructure 

investment need is more than 10% of the GDP.55 

Ratification of Inter-Governmental 
Agreement on dry ports: The 
Government of Nepal has registered 
the Inter-Governmental Agreement 
on Dry Ports (IADP) in the 
Parliament for ratification.  On the 
endorsement of the agreement,  five 
Inland Container Depot (ICD), 
namely Bhairahawa ICD, Biratnagar 
ICD, Birgunj, Kakarbhitta ICD 
and Tatopani ICD will appear on 
the global shipping Map and be 
recognised as international dry ports 
of Nepal.56 

Motihari-Amlekhgunj oil pipeline 
near completion: The 69.2 km NPR 
4.4 billion Motihari-Amlekhgunj 
cross border oil pipeline is finally 
reaching its completion stage. The 
official inauguration date of the project 
is yet to be fixed but expects to begin 
commercial operation during August 
this year. The pipeline is estimated to 
pump fuel at 291 kiloliters per hour.57 
Currently, the monthly demand for 
petrol, kerosene and aviation fuel 
stands at 45,000 kiloliters, 2,000 liters 
and 18,000 kiloliters respectively.58 

Rupaidiya – Kohalpur cross 
border railway DPR finalised: The 
Government of India has finalised the 
Detailed Project Report (DPR) for the 

18.5 km Rupaidiya – Kohalpur cross 
border railway and forwarded the 
same to the Government of Nepal. 
The railway line will be constructed 
2-3 km from the East –West Highway 
and run parallel the East –West 
Highway and the Postal Highway.59 

New DPR for Bardibas – Butwal 
section of East – West railway 
section: The existing DPR for the 
108-kilometer Bardibas – Butwal 
section of the East – West railway 
has come under strong objection 
from the Ministry of Forest and 
Environment (MoEF) because 
the project passes through the 
Chitwan National Park. Hence the 
Ministry of Physical Infrastructure 
and Transport has decided to start 
a new detailed project report.  The 
change in the initial alignment plan 
is expected to increase the track by 
28 kilometers.60 

Budget approved for upgradation 
of Galchhi – Trishuli – Mailung 
– Syafrubesi road project: The 
road project had sought NPR 3.57 
billion for upgradation of Mailung 
– Syafrubesi road section but the 
government has approved NPR 2.61 
billion. The upgradation work has to 
be completed within three years from 

the date of signing of the contract. 
While 50% of the Galchhi – Mailung 
road section has been completed 
till date the DPR of Syafrubesi – 
Rasuwagadhi road section has been 
prepared and the contract to upgrade 
this section has been awarded to 
Tianjin Municipal Engineering 
Design and Research Institute of 
China.61 

Inauguration of first two-lane arch 
bridge: The 160-meter arch bridge in 
Muglin is finally open for trial after 
three years of construction.  The new 
bridge is an alternative for the 20,000 
vehicles that use the Muglin – Abu 
Khaireni road section. The bridge can 
sustain a loan of up to 70 tonnes with 
a life of 80 years.62 

Appointment of Contractor for 
Nagdhunga Tunnel project: The 
Japan International Cooperation 
Agency (JICA) has given the go-ahead 
for the appointment of a contractor 
for building the NPR 20.2 billion 
2.45 km Nagdhunga tunnel project. 
However, the project is yet to acquire 
44 ropanis of land in Dhunibesi, 
Dhading before implementation. 
Both locals and project staff are 
padlocked over the land compensation 
amount.63 
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OUTLOOK“
Majority of the national pride projects listed by the government has not made significant progress despite the government 
giving it national priority status. Out of the 21 national pride projects, less than seven projects have achieved 50% progress. 
Negligence of contractors, inefficient bidding system, lack of cooperation and coordination among government agencies and 
local interference are the major reason for delays. 

The ratification of the IADP will facilitate Nepal’s dry ports to be recognised as international ports, which will encourage 
international shipping companies to establish their office. This is expected to strengthen connectivity and seamless movement 
of goods, reduce Nepal’s export and import dependency on Indian agents, thereby reducing the cost of trade and logistics, and 
boost third-country trade. 

The Motihari-Amlekhgunj oil pipeline is expected to reduced fuel transportation and leakage cost by NPR 2 billion and NPR 1 
billion respectively. However, this could increase the fuel dependency of Nepal as this will promote a single source supplier, and 
any unwanted disturbance in the supply could create chaos and negatively impact the economy.



DOCKING NEPAL’S ECONOMIC ANALYSIS32

AGRICULTUREINFORMATION AND 
COMMUNICATION TECHNOLOGY

INFORMATION AND 
COMMUNICATION TECHNOLOGY

Several initiatives have been undertaken considering the viability of the Information and 

Communication Technology (ICT) sector during the review period. Introduction of extended 

ride sharing services, adoption of mobile app technology, expansion of 4G networks, bills and 

provisions surrounding the media industry and ICT Awards are the main highlights. Amidst 

all these efforts, the ineffectiveness of the government in implementing these initiatives, 

however, has been evident. Proper homework, right laws and continuous monitoring of the 

ICT sector is still required.

Car Lite Service by Pathao: The 
Bangladeshi-based ridesharing 
company Pathao recently launched 
its new app-based Car Lite Service—
tech-based taxi service that charge fares 
as fixed by the government including 
a waiting charge of NPR 1 per minute 
while waiting for the passenger and 
when the taxi is stuck in traffic. 
Around 600 taxi drivers have signed 
up for the service. However, consumer 
rights activists have accused the 
company of cheating the customers 
by charging high prices and demand a 
breakdown of the operational charges. 
Following this, Pathao has given a 
breakdown of the additional charges 
and justified the prices as per the 
government set taxi charges, distance 
charges, fuel costs and additional 
costs related to communication and 
internet expenses. Likewise, because 
of the issues arising in the operation 
of such tech-based services, Pathao has 

requested the government to create 
rules to regulate such companies and 
services.

Nepal Telecom witnesses 
falling profits: The state-owned 
telecommunication provider, Nepal 
Telecom (NT), has witnessed its net 
profits tumble by 42% for the fiscal 
year ending 16 July 2018/19. The 
consolidated interim financial reports 
depict that the profits fell from NPR 
17.48 billion (USD 156.50 million) 
in the fiscal year 2017/18 to NPR 
10.20 billion (USD 91.32 million) 
in the fiscal year 2018/19, as shown 
in Table 2. The reason attributed to 
this fall in profits was the renewal 
of license worth NPR 4.02 billion 
(USD 35.99 million) which had 
expired in 2014. The NT still has to 
pay NPR 16 billion (USD 143.25 
million) license fees to the regulator, 
the Nepal Telecommunications 

Authority (NTA).64 Even though 
NT did not have to pay approval 
and renewal fees in the past, after 
the operations of Spice Nepal (now 
Ncell) began in 2004, even NT was 
subject to pay NPR 210 million 
(USD 1.88 million) for approval to 
run GSM service and NPR 20 billion 
(USD 179.06 million) after 10 years 
for renewal.

Likewise, the fall in the profit is also 
believed to be subject to the decrease 
in the total income of NPR 36.78 
billion in this fiscal year from NPR 
39.02 billion (USD 349.35 million) 
in the last fiscal year. The declining 
revenue has been attributed to the 
growth in the use of over-the-top 
messaging services such as WhatsApp 
and Facebook Messenger over voice 
calls, and also declining labour 
migration which has cut down long-
distance voice calls.65

Year Net Profit (NPR billion) Total income (NPR billion)

2017/18 17.48 39.02

2018/19 10.2 36.78

Table 2 Snapshot of Nepal Telecom over the last two fiscal years

 Source: Interim Financial Results (Quarterly), Nepal Telecom
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Expansion of 4G network by Nepal 
Telecom: According to the Nepal 
Doorsanchar Company Limited 
(NDCL), following the survey and 
delivery of network equipment from 
Chinese vendor ZTE, the Nepal 
Telecom (NT) has begun its 4G 
network expansion by installing 
additional 4G LTE towers across 
the country. The broadband services 
will be accessible to all rural areas in 
each of the country’s seven provinces 
within the fiscal year 2076/77 as 
stated by the NTA.66 Although 
the NT was the first to launch 
4G services, its expansion beyond 
Kathmandu and Pokhara had stalled 
previously due to a probe regarding 
financial irregularities in the 4G 
equipment procurement process by 
the Commission for the Investigation 
of Abuse of Authority (CIAA) in 
February 2018. However, it has finally 
begun signing major equipment deals 
with Chinese companies and thus, 
began expansions.67 A brief picture of 

the 4G network subscribers’ details of  
the NDCL and NCELL. 

Cancellation of Nepal Satellite’s 
service license: One of the telecom 
service providers of Nepalowned by 
the controversial businessman Ajeya 
Raj Sumargi, Nepal Satellite,  has 
failed to pay outstanding dues of NPR 
800 million (USD 7.16 million) to the 
state. The telecom regulator, the NTA, 
had asked the company to deposit 
the amount accrued as frequency 
charges, license fees and for the Rural 
Telecommunications Development 
Fund, among others, by the end of 
the last fiscal year. Repeated calls 
from the Authority to clear its dues 
resulted in the company demanding 
for a bargain that it would clear the 
dues if it was allowed to expand its 
services in Kathmandu. However, the 
NTA  asked the company to deposit 
NPT 70 million (USD 626.73 
thousand) within 15 days and post 
the remaining amount within three 

months, but as the company failed to 
do so, the telecom regulator revoked 
its license.68 

Construction of ground station in 
limbo: After successfully launching 
Nepal’s first satellite, NepaliSat-1, 
into space on  18 April, and after 
the reports of its revolving around 
the Earth’s orbit, Nepal Academy of 
Science and Technology (NAST) 
has failed to build a ground station 
required to command the satellite 
into operation. The NAST had 
promised three months before the 
launch that the construction of the 
ground station would be completed 
in a few weeks, but it has not even 
installed an antenna for the station 
after two-and-a-half months. Due to 
this, Nepal has had to rely on Bhutan 
to receive the signals sent by satellite. 
Besides, the NAST had also assured 
that it would capture the first pictures 
sent by satellite within the country’s 
ground station for which it needed to 

Figure 13: Subscribers of Mobile Broadband 4G

Source: Nepal Telecommunication Authority (MIS Reports)
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register the ‘call-sign’ of the satellite 
with the United Nation’s Office 
for Outer Space Affairs. However, 
the registration has not been made 
by the Ministry of Foreign Affairs 
(MoFA). The lengthy procedures of 
procurement of necessary equipment 
as well as delay in the registration 
process are being blamed for the delay 
in the construction of the ground 
station.69 

Mobile App for rhino conservation: 
An innovative initiative has been 
undertaken in Bardiya for the 
conservation of one-horned rhinos. 
According to the officials at Bardiya 
National Park, home to 29 out of 
645 rhinos in Nepal as per the 2015 
count, a mobile app named Smart 
Patrol is being used to track them 
and study their behaviours including 
their photography through smart 
phones. The new technology has 
been introduced after the failure 
of an earlier technology, satellite-
GPS collar, aimed to enhance the 
monitoring of the endangered animal. 
Additionally, several video cameras 
have also been installed throughout 
the park to ensure the safety of the 
rhinos in Karnali river area.70 

International Media Summit soon to 
take place: According to the Minister 
for Communications and Information 
Technology, an international media 
summit is going to be held to promote 
tourism amidst the Visit Nepal 2020 
celebrations. International media 
such as the CNN, BBC along with 
leading media from India, China, 
Singapore, Japan and South Korea are 
going to be invited. Catering to these 
invitees, Nepal’s tourism prospects 
and its major tourist destinations 
will be broadcasted in the opening 

sessions with photographs and live 
streams from various locations. This is 
believed to be a milestone for major 
Nepali media and Nepali tourism.71 

Criticisms regarding Media Council 
Bill, Information Technology Bill and 
Advertisement Bill: Controversial 
provisions in the recently introduced 
Media Council Bill, Information 
Technology Bill and Advertisement 
Bill have garnered criticism against 
the government. It is argued that 
the ‘reasonable restriction’ provisions 
proposing jail term for journalists 
in these Bills are a clear violation of 
freedom of expression granted by the 
Constitution. The government has 
proposed to curtail people’s power 
through these bills and if these bills 
were passed, strict actions, like jail, 
would be taken against people for 
accidentally pressing wrong keys on 
their smart phones.72 For instance, 
the Media Council Bill, specifically, 
includes a provision of fine up to 
NPR 1 million (USD 8.95 thousand) 
on media outlets, editors, publishers 
and journalists if they are found guilty 
of damaging someone’s reputation 
or violating code of conduct. Other 
provisions regarding suspension of 
press identity cards and downgrading 
the classification of print media 
outlets have also been deemed unjust. 
The Federation of Nepali Journalists 
(FNJ) had raised these issues in the 
National Assembly and had even 
begun protests. However, after a 
written commitment from the Nepal 
Communist Party (NCP) lawmakers 
to address the issues and demands, 
the protests have been called off by 
the FNJ.73 

Against this background, the 
government has called off its plan to 

present the Mass Communication Bill, 
replacing the Press and Publication 
Act and the National Broadcasting 
Act, until further notice.74 

Freedom of expression and Social 
Media: The controversial arrest of a 
comedian, Pranesh Gautam, for a 
video where he disparages a Nepali 
film has sparked debates on how 
social media platforms are being used 
to promote sexism, racism, misogyny 
and homophobia in Nepal. Although 
the arrest of Gautam has been widely 
condemned arguing about having 
taken place on different terms, many 
social media pages, such as Meme 
Nepal where Gautam’s video was 
uploaded, Dank Gorkhe Stories 
and Nepali Feminist, among others, 
have been accused of propagating 
racist and sexist stereotypes, and 
unknowingly even endorsing rape 
culture through their content.  
Nepali actress, Reecha Sharma, 
spoke out publicly against the arrest, 
but at the same time emphasised that 
popular social media pages should 
use this opportunity to reflect on the 
type of content created and endorsed 
by them.75 

ICT Awards: A special ceremony 
was organised in Kathmandu 
on  17 August 2019 where 
ICT entrepreneurs, innovators, 
enterprises and products were 
awarded  certain titles. The ICT 
Award was the fourth one in a series 
of four consecutive years. In regards 
to this, Rajan Lamsal, the envisioner 
and coordinator of the ICT Award, 
informed that out of more than 200 
applicants from across the nation, 
only the following (shown in Table 
3) had received the honour under 10 
different categories.76 
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OUTLOOK“
The state and the media shared many disagreements during the review period. The declining state of freedom of expression 
and the lack of efforts by the government to check and follow through the processes of development, for instance in the 
satellite launch and expansion of 4G networks to increase its accessibility across the country has to be looked into. The 
mere introduction of programs or Bills is not enough and more efforts are required for their implementation and monitoring. 

Moreover, as technology aids development in any given field, strengthening the ICT sector has to be prioritised by all 
levels of government. The ICT Awards is a step in the right direction for the tech sector, as recognising, appreciating and 
encouraging individuals and companies working in technology can go a long way in inspiring others to follow suit. All in all, 
an inevitable agenda for the next review period has to be regarding ICT development and also revitalising democracy by 
owning up to media freedom.

Award titles Winner’s name

Startup ICT Award E-digital Nepal

Product ICT Award Mediflow System and Services

Rising Student Project Award Raktadaan 

(a platform developed by the students of Pulchowk Engineering 
Campus)

Pioneer ICT Award Mahabir Pun, 

Chairperson of National Innovation Center Nepal

Entrepreneur ICT Award Amit Agrawal, 

Co-founder of Sparrow SMS and Khalti Digital Wallet

Nepal Diaspora ICT Award Sameer Maskey, 

Founder of FuseMachines

Digital Governance ICT Award Lok Sewa Aayog

Digital Education ICT Award Nepal Open University

Media Person ICT Award Bijay Timilsinam, 

Journalist of Kantipur Daily

Public Choice ICT Award Kitab Yatra

Posthumous Honor Karmath Dangol

Table 3 ICT Award 2019 Winners

Source: Living with ICT (ICT Award 2019)

The award ceremony aims to promote the ICT sector by providing a common recognition platform to serve as a standard 
of excellence and reference for the interaction between the community and IT sector for a strong e-society.
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REAL ESTATEREAL ESTATE  

Increase inflow of remittances, incomes, urbanisation and economic growth are driving 

residential and commercial realty demand in Nepal. Real estate continues to be a preferred 

asset class for the majority of Nepalis. 

Housing Apartment supply in 
Kathmandu: Out of the 51 apartment 
projects within the Kathmandu Valley, 
45 projects have been completed, 
4 projects are under construction 
while 2 projects are yet to begin 
construction. Similarly, 34 projects 
have been fully sold, 14 projects 
have registered part sale while the 2 
projects are yet to commence the sale 
of apartments.77 

Distress sale of Housing complex 
by civil group: The civil group 
recently disposed-off its Civil Luxury 
Residence Apartment due to the 
financial difficulties faced by the 
developer. The project is spread over 
6 ropani land and consists of 3 towers 
of 11 floors each with a total of 239 
units. It is reported that the entire 
project was sold for NPR 1.3 billion 
(USD 11.64 million).78 

House rent tax collection increases 
in Kathmandu valley: During the 
fiscal year 2074/75 the house rent 
tax collection stood at NPR 702.65 
million (USD 6.3 million) which 
increased by almost 2.7 times to 
approximately NPR 1.9 billion (USD 
17.1 million) in fiscal year 2075/76. 
Figure 14 depicts city-wisehouse rent 
tax collection.79 The increase in house 
rent tax collection is largely driven 
by the establishment of local level 
government after promulgation of the 
constitution. 

Increase in land valuation by local 
government: During the fiscal 
year 2019/20, the government has 
announced new land valuation. 
As per the Constitution the new 
land valuation is the responsibility 
of the federal, provincial and local 
government. Earlier the government 
valuation of land usually increased 

by 5-10% on a yearly basis. Post the 
implementation of the new federal 
structure wherein the provincial and 
local government have been included 
in determining the land value. This 
has resulted in land being valued at 
a price higher than the market going 
rate.80 Table 4 depicts government 
land valuation.

Details
Amount in Lakhs Amount in Lakhs

% Increase
2018/19 2019/20

Dewangunj, RM, 
Sunsari

1.25 3.5 180%

Mahabu, RM, 
Dailekh

2 5 150%

Amar Daha, Morang 2 4 100%

Gauri Ganga, Kailali 13 18 38%

Udendhunga, 
Tanahun

51 70 37%

Simikot, Humla 23 30 30%

Table 4: Increase in government Land  valuation

Figure 14: City Wise house rent tax collection FY 2018/19
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Land division leading to more 
land fragmentation: The Ministry 
of land management, cooperatives 
and poverty Alleviation (MOLCPA) 
had stopped land division in August 
2017 in a bid to protect large tracts 
of agricultural land from being 
fragmented. During the same period, 
records show that land division 
increased by 44%. It is estimated 
that there are 1,0055,600 property 
owners with a total of 36,500,000 
plot ownership.81 Table 5 shows the 
increase in land division in the various 
districts of Nepal.

Increase in number of project 
completion certificate issued: 
Although there has been a decrease in 
registration and approval of building 
drawing permits, there has been 
significant growth in the number 
of project completion certificate 
issued by the Municipalities. Out 
of the 18 municipalities within the 
Kathmandu Valley, 11 municipalities 

Table 5: Land Division

District Land Division In Plot No Land Division In Plot No

2017/18 2018/19

Jhapa 21,600 32,800

Morang 18,700 45,600

Siraha 10,200 13,500

Nuwakot 17,500 17,100

Dhading 10,200 2,300

Kavre 17,600 27,500

bara 11,500 32,300

Makwanpur 14,300 21,000

Dhanusha 11,500 36,100

Chitwan 14,100 14,900

Nawalparasi 22,500 7,900

Rupandehi 17,100 39,600

Tanahun 10,100 11,400

Dang 15,600 15,000

Kathmandu 24,200 117,000

Rautahat 8,600 13,200

Pyuthan 2,000 13,000

Banke 1,400 75,800

Figure 15: Kathmandu Valley Building Permits

have reported an increase in the issue 
of project completion certificate.82 

Figure 15 depicts the building permits 
issued within Kathmandu Valley.
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OUTLOOK“
It is seen that throughout the country realty prices have increased due to the rise in demand for office as well as residential 
spaces. Driven by increasing returns on private investment in the real estate sector have surged throughout the country. There 
is an expectation that the real estate sector will incur more Non-resident Nepali investments in both short term and long term 
provided clear policies are developed and implemented. 

The increase in government land valuation is largely driven by the revenue that the provincial and local government would 
receive on account of the land transaction. As per the new federal structure, the provincial government gets 40% and local 
government gets 60% of the land registration tax. The increase in government land valuation will increase the amount of loan 
disbursed against land collateral. This may seem risky in the long run as any slump in the realty prices may lead to banks and 
financial institutions taking a major hit on its top-line profits. 
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EDUCATIONEDUCATION

Telecom Operator to equip 930 
public high schools with IT 
laboratories: The government has 
initiated the installation of twenty-
four computers, a projector, a 
multifunction printer, a router, 
uninterrupted power supply device 
and solar panels in each of the 930 
government high schools across 
seven provinces in the next six 
months. Nepal Telecommunications 
Authority (NTA) says that this 
initiative will reduce the digital 
divide between students at public 
and private institutions. The project, 
estimated to be around NPR 3.47 
billion (USD 3.10 million), is a 
key component in the school sector 
development plan (SSDP) which 
envisages IT-enabled teaching and 
learning. Around 2000 high schools 
had applied for the initiative, out 
of which 930 were shortlisted. The 
project is being funded by the Rural 
Telecommunication Development 
Fund.83  

New rules for effective examination 
system: The government 

has introduced the National 
Examinations Board Rules (NEBR) 
to improve the standard of school 
examination. The provisions 
stipulated in the rules make the 
National Examination Board (NEB) 
responsible and accountable towards 
putting an end to existing anomalies 
in the school examination system. 
Key functions of the board include 
approval of programmes for the 
improvement of examination system 
by identifying its weaknesses through 
study, research and evaluation. 
The new rules have also stipulated 
qualifications of a candidate to be 
appointed as the chairperson of the 
board.84 

Nepal 2030 Vision: With the 
Constitution assigning governance 
authority and functions among 
the federal, provincial and local 
governments, the management and 
control of school education has been 
reassigned mainly to local levels. 
This has left the education sector 
development partners with major 
concern about the remaining SSDP 

implementation period. In response 
to this, the SSDP budget has been 
allocated through federal conditional 
grants to the local governments. Such 
measure prevents interruption of 
major strategies and services within 
the school education sector along with 
barring the local levels to planning, 
budgeting and implementing their 
local strategies in line with their 
constitutional mandate. This move 
is seen as a supplement in helping 
Nepal achieving its 2030 vision of 
ensuring equitable access to safe and 
quality education for all.85 

CDC fails to bring in new curriculum 
for Grade XI: The Curriculum 
Development Centre (CDC) has 
failed in bringing in a new curriculum 
for Grade XI due to lack of sufficient 
preparation in its implementation.
According to the eight amendments 
to the ‘Education Act’, grade XI 
students are not allowed to take more 
than five subjects, out of which two 
subjects are compulsory and based on 
streams like Science, Management, 
Humanities and Education. The 

This review period sheds light on different government initiatives facilitating the transition of 

work, power and authority between the center and the federal government. Efforts have been 

made in enhancing public and community schools and making them more competitive with 

proposals like Health Insurance, ‘One School, One Nurse’, and ICT laboratories. Following 

the dismal performance of students in SEE and NEB examination, the education board has 

decided to allow students to sit for improvement examinations. In addition, the government has 

also introduced the ‘Nepal 2030 Vision’, to boost the School Sector Development Programme 

(SSDP) and the ‘Effective Examination System’, to make the (NEB) more responsible and 

accountable towards putting an end to existing anomalies in the school examination system.
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CDC was planning to roll out a new 
curriculum for Grade XI and extend 
it to Grade XII too. However, in the 
last one year, the Centre has not yet 
finalised the curriculum of Grade XI, 
let alone any other preparation for 
implementing it.86 

Supplementary SEE Examinations: 
The government has decided to allow 
students who got a ‘C’ or lower 
grades in any number of subjects 
in the recent conducted Secondary 
Education Examination (SEE) to 
take supplementary examinations 
to improve their grades. In the past, 
only those who had ‘D+’ or lower 
grades in a maximum of two subjects 
were eligible for a second chance. Till 
now 3,60,600 students, who have got 
a ‘C’ or lower grades in more than 
one subject, have registered for the 
improvement test. The move is solely 
aimed at showing improved results 
which were disappointing in the 
regular examinations.87

No Objection Certificate (NOC): 
The Supreme Court has stayed the 
government’s decision to deny ‘No 
Objection Certificate’ to students 
who intend to study abroad before 
passing Grade XII examinations. The 
Ministry of Education, Science and 
Technology stated that only those 

students who have completed Grade 
XII or equivalent would be given 
‘No Objection Certificates’ to study 
abroad to pursue academic courses of 
bachelor’s level or above. Petitioners 
have argued that the prohibition is a 
violation of people’s right to equality 
and children’s right to education 
guaranteed by the Constitution and 
Children’s Act.88 

Dropout rates in rural community 
schools increases: The dropout 
rate in community schools of remote 
districts remains high as student-
oriented programmes have not been 
properly implemented. Although the 
central government had released the 
budget to the local units for providing 
the students with scholarships, 
textbooks and mid-day meals, due 
to the negligence of the local units, 
the students are yet to avail such 
facilities. Education Development 
and Coordination Unit says that 
without any concrete effort to keep 

students in school, more than two-
thirds of the current students will 
drop out.89 

School introduces health 
insurance: Rambha Rural 
Municipality has introduced ‘The 
Health Insurance Cover’ for school-

going children across 37 community 
schools in the municipality. Medical 
expenses of up to NPR 10,000 (USD 
89.53) will be covered by insurance 
in case of children being injured or 
sick to make the rural municipality a 
smart city. A total of 2,244 students 
from nursery to fifth-grade can avail 
this benefit.90 

Dismal performance of students 
in Grade XII examinations: 
Educationists call for a revision in 
government policy after expressing 
their dissatisfaction towards the 
performance of students in Grade 
XII board examinations. The 
results published by the National 
Education Board (NEB) on 29 
July showed that from a total of 
2,92,153 regular students, only 
3,067 students secured a GPA 
between 3.61 to 4.0. Experts 
mainly blame the lack of reading 
culture both among teachers and 
students as well as the poor grading 
criteria in the Secondary Education 
Examination (SEE), which allows 
almost everyone appearing in the 
Grade X exams to pursue further 
studies for such performance.91

One School, One Nurse: The “One 
School, One Nurse” programme 
launched in 20 community schools 
of 13 districts by Province 3 last year 
has proven to be successful in such 
institutions. Initiated with the main 
objective of providing emergency 
medical services, and reproductive 
health and sex education to students, 
under this programme, a medical 
nurse has been assigned to each 
community school selected for the 
programme. Seeing the success of 
the programme, the ministry has 
decided to extend the policy in 119 
other community schools across the 
province. Till now the programme 
has been launched in two schools of 
Kathmandu, Lalitpur, Makwanpur, 

Table 6: SEE Examination Results 2075-76.

Total number of examines - 4,75,003

Passed number of examinees - 4,18,527

Number of Examinees GPA Score Range Letter Grading

16,882 3.61-4.00 A+

48,960 3.21-3.60 A

60,706 2.81-3.20 B+

74,110 2.41-2.80 B

97,299 2.10-2.40 C+

95,209 1.61-2.00 C

43,840 1.21-1.60 D

4,429 0.81-1.20 E

8,207 0.00-0.80 N

(Source – Ministry of Education)
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OUTLOOK“
The major highlight of this quarter in the education sector was the moderate or dismal performance of students in board X 
and XII examinations. With almost 33% of the examinees scoring below the average marks and another 12% failing even 
to pass the examination, the government has come under a great deal of scrutiny from their critics in failing to introduce an 
effective examination system and a uniform curriculum for schools of all categories. Additionally, the lack of proper equipment 
and facilities in community schools has resulted in alarming dropout rates amongst their students. Negligence of local-level 
authorities, inadequate infrastructure, weak governance and imbalanced budgetary allocation has further curbed the growth 
of this sector. Hence, more efforts should be directed towards the provision of a consistent curriculum and the establishment 
of solid regulatory bodies for the further development of this sector.

Sindhupalchok, Chitwan, Nuwakot 
and Dhading districts while one 
school each was selected in Sindhuli, 
Dolakha, Rasuwa, Ramechhap, 

Kavre and Bhaktapur districts. The 
ministry has also directed other 
private institutions to run the 
programme by appointing a medical 

nurse along with running classes on 
sanitation, health, menstruation, 
reproductive health and food habits 
for the students.92

Total number of examinees - 2,99,675

Passed number of examinees - 2,63,204

Number of Examinees GPA Score Range Letter Grading

3,067 3.61-4.00 A+

16,204 3.21-3.60 A

31,062 2.81-3.20 B+

56,503 2.41-2.80 B

86,227 2.10-2.40 C+

62,619 1.61-2.00 C

19,585 1.21-1.60 D

3,524 0.81-1.20 E

13,362 0.00-0.80 N          (Source – Ministry of Education)

Table 2: NEB Examination Results 2075-76



DOCKING NEPAL’S ECONOMIC ANALYSIS42

HEALTHHEALTH

In spite of the government coming up with new and refined policies to improve the health 

sector across the nation, adequate funds to implement such efforts have not been provided. 

Unavailability of resources, weak governance and infrastructural deficiency further obstructs 

growth prospects of the sector. Even with the advent of new strategies like Global Action 

Plan and New Health Policy 2019, the country is still facing the perpetual presence of non-

communicable diseases and lack of general awareness about personal hygiene and health. 

Global Action Plan: The Ministry 
of Health and Population (MoHP) 
in collaboration with the German 
and the Royal Norwegian Embassy, 
has introduced the Global Action 
Plan (GAP) for ‘Healthy Lives and 
Well-Being’. Coordinated by the 
World Health Organisation (WHO), 
the initiative is seen as a historic 
commitment towards improving the 
national health standard in Nepal. 
Apart from adhering to meet the 
2030 Sustainable Development 
Goals (SDG), the plan also aims to 
build a healthcare system based on 
equity and justice. Till now, 11 major 
international institutions have become 
signed partners of the plan—the World 
Bank Group, UNICEF, UNFPA, 
UNDP, UNAIDS, Gavi (Vaccine 
Alliance), the Global Fund to Fight 
AIDS, Tuberculosis and Malaria, UN 
Women and Unitaid. The timeline 
of the action plan has been further 
segregated under three main domains:
» Align: where the allocation of 

budget and other resources has 
been initiated on prioritised  
areas like maternal health, 
reproductive and child health 

» Accelerate:  seven accelerators 
have been initiated currently, 
including research and 
development, data, and 

sustainable financing to increase 
global health progress

» Account: with a succinct 
perspective of boosting 
transparency and accountability, 
WHO is setting a common target 
with an objective of analysing the 
world’s health status by 2030 and 
also to reach the SDG by 2030.93 

Nepal Health Policy 2019: With 
the announcement of The National 
Health Policy 2019, the government 
has revealed its new plans, policies 
and strategies to improve the health 
sector and its services for FY 2019-
20. The new policy has six objectives, 
25 policies and 146 strategies for the 
advancement of the health sector 
across the nation. The main highlights 
of the policy are digitization of medical 
records of patients, availability of 
ambulance services in each local level, 
easy online booking of appointments 
to visit doctors throughout the 
country, development of mobile 
health and telemedicine services or 
institutionalising e-health, free basic 
health services as determined by 
health institutions, simple access to 
specialised health services, provision 
of universal health coverage (including 
prevention, promotion, treatment, 
rehabilitation and palliation) 

and enhancement of ayurveda, 
naturopathy, yoga, homoeopathic 
medical services, among others. The 
government also aims to manage 
organ donation and human organ 
transplantation along with the 
establishment of trauma centres in 
major highways to provide emergency 
health services to victims of accidents. 
The government also plans to provide 
easy access to health services in all 
the three tiers of government with 
a basic health service in each ward 
and primary hospital at each local 
level. Given the plan is fulfilled; local 
people would be benefiting the most 
since it guarantees quicker access to 
proper health services.94  

Request for increase in budgetary 
allocation: In spite of the government 
allocating around NPR 56.41 billion 
budget (USD 505.05 million) to the 
Ministry of Health and Population 
(MoHP) for the current fiscal year 
(FY) 2019/20, the Ministry has 
appealed for additional financial 
assistance to carry out the proposed 
plans and activities under the new 
National Health Policy 2019. The 
Ministry could only complete 79% 
of their proposed projects, across the 
country in the previous FY 2018/19 
due to inadequate funds and resources. 
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Hence, the plea is seen as a move to 
build more better-equipped hospitals 
and health centres along with the 
construction of trauma centres across 
all seven provinces. Till date, the 
Ministry has only received 4.48% 
of its total annual budget from the 
central government, whereas, at least 
10% of the total budget is required 
to initiate any positive change in 
the health sector or to upgrade 
the health facilities that are being 
currently provided. Furthermore, 
a total of NPR 2.2 billion (USD 
19.69 million) is required for the 
treatment of cardiovascular diseases, 
cancer, renal failure, Alzheimer’s 
disease, Parkinson’s disease, head 
and spinal injury and sickle cell 
anaemia, among others. In response, 
the government has implemented the 
Minimum Service Standard in 83 
district hospitals as an effective tool in 
providing quality health services.95 

Medical Education Commission 
Faculty: The Ministry of Education, 
Science and Technology (MoEST) 
published a public notice for the 
vacant position of vice-chairperson for 
the ‘Medical Education Commission’ 
(MEC). Although the deadline was 

until  9 July 2019, the appointment 
process has not seen any progress. A 
total of six applicants applied for the 
position. With the delay in choosing 
the candidate has further delayed 
decision making on crucial agendas 
like common entrance test and 
revising fee structure even though a 
separate committee has been formed 
to do so. However, there has been a 
wide array of protest regarding the 
selection criteria. Dr. Govinda KC, 
who has, till date, gone on 16 fasts 
in demand for the establishment 
of a proper ‘Medical Education 
Commission’, has been asking the 
government to halt the procedures 
citing incompetent selection process. 
It is believed that rather than selecting 
a candidate on the basis of merit, the 
selection process is getting highly 
corrupted and unfair because of 
political influence.96 

Chronic Disease: The first 
national representative study on 
the prevalence of selected chronic 
diseases in Nepal has revealed that 
there is a high prevalence of non-
communicable diseases across the 
country. According to a most recent 
study conducted by the Nepal 

Health Research Council (NHRC), 
non-communicable diseases like 
chronic obstructive pulmonary 
disease, diabetes, chronic kidney 
disease and coronary artery disease, 
are on the rise with a prevalent rate 
of approximately 11.7%, 8.5%, 6% 
and 2.9%, respectively. The study 
also revealed that males have a higher 
prevalence of non-communicable 
diseases; for instance, diabetes is seen 
more in men than in females, 11% 
and 6.7%, respectively. However, 
the prevalence of possible, probable 
and definite coronary artery disease 
is comparatively higher in women 
(3.2%) than in men (2.4%). The 
survey was mainly conducted 
to determine the population-
based prevalence of selected non-
communicable diseases in people 
aged 20 years and above. The research 
committee has also recommended 
an effective health promotion 
and chronic disease prevention 
programme to curb the use of tobacco 
and alcohol, which focuses more on 
men, and special interventions to 
help counter issues related to body 
mass, such as obesity, elevated waist-
hip ratio and abdominal obesity, 
which focuses more on females.97

Table 7: NHRC study report on non-communicable diseases across seven provinces.

Survey findings:

Name of province: Diabetes Mellitus: Chronic Kidney 
Disease:

Coronary Artery Disease 
(Prevalence of possible, 
probable and definite):

Chronic obstructive 
pulmonary disease:

Province 1 7.7 5.2 3 6.2

Province 2 8.5 6.6 2.8 16.4

Province 3 11.5 6.5 3 11.7

Gandaki Province 6.7 6.8 3.6 6

Province 5 9.6 5.7 2.3 9.5

Karnali Province 3.2 4.7 0.8 25.1

Sudurpaschim 5.2 5.9 3.6 14.3

(Source – National Health Research Council)
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OUTLOOK“
During this review period, the health sector of the country witnessed a series of positive as well as negative outcomes. 
Introduction of new policies greatly boosted the chances of advancement in the sector, whereas the government’s failure 
in appointing the vice-chairperson for the Medical Education Commission has further questioned the civilian’s belief on the 
working of the existing Cabinet. Additionally, imbalanced allocation of funds and their untimely delivery to the Ministry has 
distorted any chances of development in the sector. Hence, more focus from the local, federal and central level is required to 
supplement and push the health sector towards its goal.
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TOURISMTOURISM

Drop in average tourist spending: 
The tourists spending on an average 
has decreased despite the number of 
foreign tourists visiting the nation has 
increased. The spending of foreign 
tourists in the year 2018 decreased 
by 22.73%, which meant that the 
per day average spending of a foreign 
tourist in Nepal reduced from USD 
54 in 2017 to USD 44 in 2018.99 

Additionally, the average length of 
the stay of foreigners has been in the 
declining. The average length of stay 
in the year 2016 was 13.4 number 
of days, which reduced to 12.6 in 
2017, and 12.4 last year. However, 
on a positive note, Nepal was finally 
able to hit the mark of welcoming one 
million foreign tourists in a year as 
1,173,072 entered the country.

The Minister of Culture, Tourism and 
Civil Aviation (MoCTCA) appointed: 
Mr. Yogesh Bhattarai was sworn into 
the incumbent position on 31 July 
2019. He was elected as the member 
of the House of Representatives 
from the district of Taplejung in 
the year 2017. The position was 
vacant for about five months due to 
the unfortunate demise of  the then 

The number of foreign tourist arrivals increased by 12.6% during the first six months of 2019. 

The total number of arrivals reached 585,531, wherein 4,90,534 arrived by air while 94,997 

arrived overland.98 The most number of foreign visitors were from India followed by China as 

the numbers grew by 7.36% and 19.53%, respectively, in comparison to figures of 2018. The 

number of tourists from Thailand, South Korea and Japan visiting Nepal also increased by 

38.15%, 5.34% and 17.9%, respectively, when compared to figures for last year. Visitors from 

the European Union reached 1,04,783 wherein 28,951 were from the United Kingdom and 

18,607 were from Germany, which is a growth of 4.17% and 12.8% respectively. Similarly, 

visitors from the US and Australia increased by 10% and 4.01% respectively.

Figure 16: Tourist Arrivals from January to June 2019. 
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Minister of MoCTCA Mr. Rabindra 
Adhikari.

Tourism sector generates revenue 
of over NPR 69 billion: In the year 
2018, the tourism industry earned 
NPR 69,750,584. The revenue 
earned is ascertained from the 
exchange of foreign currency by 
international tourists and the tourism 
sector itself, excluding the domestic 
contribution.100 The revenue earned 
in 2018 is close to 17% higher than 
the previous year.

Tourist visa fees raised: The Nepal 
government has raised the tourist visa 
fees starting new fiscal year 2019/20. 
Also raised were the fees for a business 
visa, non-tourist visa students and 
residential visa types. The visa 

extension for international tourists 
would also be dearer now. A total of 
NPR 3 billion was collected from visa 
fees in 2018. The increase in the visa 
fees are as given below in the table 8:

Record numbers of tourists throng 
Chitwan and Langtang: After the 
disastrous earthquake of 2015, 
tourists’ numbers in Chitwan and 
Langtang had significantly dropped 
immediately; however, the number 
of visitors is on the rise. In the last 
fiscal year, the total number of foreign 
tourists that visited Sauraha, Chitwan 
were 1,85,644, which is an all-time 
high. Chitwan was the most visited 
tourist destination of the country 
with tourist arrivals increasing by 
56.50%.101 Chitwan National Park 
earned NPR 291 million as entrance 

fees last fiscal year in comparison to 
NPR 248 million in the previous fiscal 
year. Similarly, the highest number 
of tourists visited Langtang valley 
in the last fiscal year with 16,386 
international and 5,559 national 
tourists, totaling to 21,945.102 In the 
previous fiscal year, 10,619 foreign 
tourists visited the Valley.

Single-use plastic banned in Khumbu 
region: Plastic items less than 30 
microns thickness has been banned in 
the Khumbu region. The policy, which 
comes into to effect from January 2020, 
is aimed to reduce the waste in the 
Everest region. Along with all types of 
plastic bags, plastic bottles would also 
be banned. As a cleanup drive, almost 
11tons of trash were collected and 
cleared from the Everest region.

OUTLOOK“
As the Visit Nepal Year 2020 closes in, the question arises as to would the target to welcoming two million foreign visitors will 
be achieved. Although the international tourist arrivals is increasing, it would be an uphill task to attract two million foreign 
visitors in such a short span of time considering that the country was only able to welcome one million foreign visitors for the 
first time at the end of 2018. To achieve the set target, every month, over 165,000 foreign tourists would have to visit Nepal. 
Another cause for concern is that although an increasing  number of foreign tourists are visiting Nepal, the average length of 
stay and per day expense of those tourists is on the declining trend. The newly appointed Minister of MoCTCA faces significant 
challenges ahead in the tourism and aviation sector.

Visa Type Details Previous Visa fee New Visa fee

Tourist Visa

15 Days (Multiple Entry) USD 25 USD 30

30 Days (Multiple Entry) USD 40 USD 50

90 Days (Multiple Entry) USD 100 USD 125

Visa Extension  
(Within Valid Visa Period)

Visa Extension  
(Within Valid Visa Period)

Visa Extension  
(Within Valid Visa Period)

Visa Extension (With Multiple Entry) Visa Extension (With Multiple Entry) Visa Extension (With Multiple Entry)

Visa Extension (After Visa Expiration) Visa Extension (After Visa Expiration) Visa Extension (After Visa Expiration)

Table 8 Increase in the visa fees
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AGRICULTURETRADE AND DEBTTRADE AND DEBT

The Balance of Payments was at a deficit of NPR 67.4 billion (USD 603.46 million) in the FY 

2018/19, whereas it registered a surplus of NPR 0.96 billion (USD 8.6 million) in the previous 

fiscal year. As the import continues to surpass the export, the total trade deficit widened 

13.5% and amounted to NPR 1321.43 billion (USD 11.83 billion) in the review year. Export 

to India increased by 34.3%, while export to China decreased by 13.5% in the review. Palm 

oil, polyester yarn, jute goods, noodles, pulses were the major export goods that increased 

in the review year. The import of Petroleum product surged 25% and covered 15.2% of the 

country’s total import bill. Vehicle and Consignment tracking system was implemented from 

the new fiscal year 2019/20 to achieve greater transparency of the trading businesses and 

reduce the cost for traders.

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

Foreign Trade Scenario: Table 9 
reflects the annual trade scenario 
of FY 2018/19. In the review year, 

merchandise exports increased by 
19.4% compared to 11.4% increment 
in the previous year. The total export 

was recorded to be NPR 97.11 billion 
(USD 87 million) in the review year. 
Export to India and other countries 

Table 9: Annual Foreign Trade Statistics of Financial year 2018/19 (in millions) (NPR. in million)

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

2017/18 2018/19

TOTAL EXPORTS 73049.1 81359.8 97109.5 11.4 19.4

To India 41449.2 46719.8 62731.8 12.7 34.3

To China 1701.5 2437.7 2109.8 43.3 -13.5

To Other Countries 29898.4 32202.3 32267.9 7.7 0.2

TOTAL IMPORTS 990113.2 1245103.2 1418535.3 25.8 13.9

From India 633669.6 814101.6 917909.3 28.5 12.8

From China 127245 159987.1 205527.4 25.7 28.5

From Other Countries 229198.6 271014.5 295098.6 18.2 8.9

TOTAL TRADE BALANCE -917064.1 -1163743.4 -1321425.7 26.9 13.5

With India -592220.4 -767381.8 -855177.5 29.6 11.4

With China -125543.5 -157549.4 -203417.6 25.5 29.1

With Other Countries -199300.2 -238812.2 -262830.6 19.8 10.1

TOTAL FOREIGN TRADE 1063162.3 1326463 1515644.8 24.8 14.3

With India 675118.7 860821.4 980641.1 27.5 13.9

With China 128946.5 162424.8 207637.2 26 27.8

With Other Countries 259097 303216.8 327366.5 17 8
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witnessed a rise of 34.3% and 0.2% 
respectively. However, after adopting 
a strict policy on quarantine checks 
on the agricultural products by the 
Chinese authorities, export to China 
decreased by 13.5% in the review year. 
Likewise, Merchandise imports grew 
by 13.9% in the review year, while it 
increased by 25.8% in the previous 
year. With the increased imports from 
India, China and other countries by 
12.8%, 28.5% and 8.9% respectively, 
the total import was noted to be NPR 
1418.54 Billion (USD 12.7 billion)
during the review year.103

Top Exports and Imports: During 
the FY 2018/19 export of palm oil, 
polyester yarn, jute goods, noodles, 
pulses, increased among other items. 

However, the export of cardamom, 
readymade garments, pashmina, shoes 
and sandals, and tanned skin decreased 
in the review year. On another note, 
import of petroleum products, 
readymade garment, electrical 
goods, M.S. billet, other machinery 
and parts increased among other 
items, whereas imports of cement, 
transportation equipment and parts, 
telecommunication equipment and 
parts, medical equipment and tools, 
and polythene granules decreased in 
the FY 2018/19.104

Trade Deficit: With import 
continuing to exceed export, the 
total trade deficit widened 13.5% 
and amounted to NPR 1321.43 
billion (USD 11.83 billion) in the 

FY2018/19 as compared to the 
enlarged trade deficit of 26.9% in the 
previous fiscal year, which amounted 
to NPR 1163.74 billion (USD 10.42 
billion).105 Moreover, the export-
import ratio experienced a marginal 
increase to 6.8% in the review year 
from 6.5% in the previous fiscal year. 

Balance of Payment: The current 
account reported a deficit of NPR 
265.37 billion (USD 2.37 billion) 
in the FY 2018/19. This deficit 
increased in the review year compared 
to the current account deficit of 
NPR 247.57 billion (USD 2.21 
billion) in the previous year.106 As the 
outflow of money from the economy 
surpassed the inflow, overall Balance 
of Payments remained at a deficit 

Figure 17: Foreign Trade of nine months of FY 2018/19
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of NPR 67.4 billion (USD 603.46 
billion) in the review year, whereas the 
Balance of Payments was registered a 
surplus of NPR 0.96 billion (USD 
8.6 million) in the previous year. 

Oil Import bill surged 25%: The 
imports of petroleum products 
have risen 25% in the FY 2018/19 
and amounted for 15.2% of the 
country’s total import bill. The 
Annual Foreign Trade Statistics of the 
Department of Customs reveals that 
the country imported petrol, diesel, 
liquefied petroleum gas, aviation fuel, 
kerosene, fuel oil and lubricating oil 
worth NPR 214.48 billion (USD1.92 
billion) in FY 2018/19. Compare to 
previous year, diesel imports increased 
to NPR120 billion (USD 1.074 
billion) from NPR 97 billion (USD 
868 million), petrol imports increased 
to NPR 35.5 billion (USD 317.84 
million) from NPR 7 billion (USD 
62.67 million), aviation fuel imports 
increased to NPR 13.7 billion (USD 
112.66 million) from NPR 2.4 billion 
(USD 21.49 million), and liquefied 
petroleum gas imports increased from 
NPR 8.4 billion (USD 75.21 million) 
to NPR 35.5 billion (USD 317.84 
million).107

Despite a regular supply of electricity 
in the country, the expected drop in 
the import of petroleum products 
has not been seen. According to the 
Nepal Oil Corporation, the surge 
in fuel import bill was mainly due 
to increased construction work, 

depreciation of the Nepali rupee 
against the US dollar, increase in crude 
oil prices in international market and 
smuggling to India. 

Vehicle and Consignment tracking 
system enforced from the new 
fiscal year: The web-based VCTS 
for cargo trucks and containers 
was implemented from the new 
FY 2019/20. The Department of 
Revenue Investigation (DRI) has 
enforced the digital tracking system, 
where traders have to provide details 
of the customs declaration, goods 
along with their quantities, vehicle 
number and profile of the driver 
online.108 It is interlinked with the 
ASYCUDA at the Department of 
Customs and also connected with 
the computerized system of the 
Department of Inland Revenue, 
thus making tax evasion more 
difficult and preventing revenue 
leakages.109 This paperless system will 
be providing greater transparency of 
trading businesses, reduce smuggling 
of goods and discourage the use of 
fake VAT (Value Added Tax) bill. It 
is also expected to reduce the cost for 
traders and help keep track of their 
shipments. 

Kolkata port overtaken by Vizag 
Port: Visakhapatnam (Vizag) port, 
located 1,400 km from Birgunj and 
opened to Nepali traders in March 
2017, has overtaken Kolkata port in 
handling Nepal-bound cargo. The sea 
freights costs from Chinese ports to 

Visakhapatnam port is lower and port 
handling is also efficient, due to which 
it has been able to compensate for 
the relatively higher rail freight costs 
to Birgunj. According to Himalayan 
Terminal, which operates Sirsiya Dry 
Port in Birgunj, there were 15 freight 
trains from Kolkata in June whereas 
32 from Vizag during the same 
period.110 Currently, Visakhapatnam 
is handling 70% of the cargo bound 
for Nepal. 

Increase import at Rasuwagadhi-
Kerung customs: The import from 
Rasuwagadhi-Kerung customs 
doubled in the first eleven months 
of FY 2018/19. Nepal imported 
goods worth NPR 43.24 billion 
(USD 387.14 million) while export 
dropped 25% to NPR 1.16 billion 
(USD 10.38 million) during the 
review period. The Rasuwagadhi-
Kerung customs point seems to be 
experiencing more traction even after 
the reopening of Tatopani-Khasa 
border point on 29 May 2019. The 
swelling imports are also bringing 
a significant growth in revenue 
collection. Rasuwagadhi customs 
office collected NPR 9.84 billion 
(USD 88.1 million), up from NPR 
3.81 billion (USD 34.11 million) as 
customs revenue during the review 
period. Due to this notable rise, the 
Department of Customs revised the 
revenue target to NPR 9.50 billion 
(USD 85.06 million) from NPR 
7.62 billion (USD 68.22 million) for 
the customs office.111
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OUTLOOK“
Despite the duty-free and quota-free market access provided by the Chinese government to 8,030 Nepali products, export 
to China has decreased in the FY 2018/19. The government should formulate and implement legal frameworks to enhance 
the production and trading capacity of exportable goods. At the same time, domestic manufacturers should be able to identify 
changing trends among international buyers. The exportable products should meet the international quality standard and 
have a competitive price to compete in the global market. 

Even though the government is implementing initiatives like the Vehicle and Consignment tracking system to improve the 
trading process, there is still room to improve trade-related logistics management further. Adopting investment-friendly policies 
to liberalize the inflow of Foreign Development Investment that focuses on export-oriented goods and services will help the 
country minimize the enlarging trade deficit. Likewise, Non-Tariff Measures (NTMs) can be used to decrease the import of 
goods that can be substituted with local products.
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AGRICULTUREFOREIGN AIDFOREIGN AID

During the review period, the deteriorating foreign aid scenario of the country has been well 
depicted. Due to unavailability of funds and pressure to reduce the administrative costs, 
completion of certain projects and other similar reasons, many of the INGOs have been 
winding up their operations in Nepal. Likewise, although the foreign aid disbursements 
had increased following the 2015 earthquake, the aid commitments and disbursements 
have relatively decreased over the years. Further, given the context of federalisation in 
the country, the review period also highlighted the support to strengthen fiscal federalism 
and public financial management by the World Bank. German assistance has also been 
sought to address energy promotion, mother and child care as well as sustainable economic 
development. Likewise, foreign aid boost from the neighbouring country, India, has also 
been received. Since Nepal relies heavily on foreign aid, the government has to proactively 
and proficiently invest in planning and implementing these aid supports.

INGOs wind up Nepal operations: 
According to the Social Welfare 
Council (SWC), a total of 32 
international non-governmental 
organisation (INGOs) have either 
left Nepal or are winding up their 
operations in Nepal. The SWC had 
ended affiliations of about half of the 
32 INGOs which had applied for 
de-affiliation, including six existing 

organisation that had entered Nepal 
after the 2015 earthquake to carry 
out relief and reconstruction works 
but had remained here even after 
completing their mission. Such 
companies including ASB Germany, 
International Medical Corps, EWDE-
DKH Germany and Swiss INGO-
Medair have been de-affiliated. 
Additionally, the process to end the 

affiliation is ongoing for others. The 
reasons cited by these organisations 
for removing their Nepal offices are 
unavailability of funds, completion 
of specific programmes they entered 
for, reduction of administrative costs 
and others. All in all, the number of 
INGOs affiliated to the SWC had 
decreased to 240 from 258 a year 
ago.112

Table 10 List of INGOs which are getting de-affiliated

Names of the INGOs

The BlueBeery Hill Charitable Trust

Happy House Foundation

Freundeskreis Nepalhilife

Health Rights International Nepal

ASB Germany

Love Green Japan

Norlha Helping People in the Himalayas, Switzerland

International Medical Corporation

EWDE-DKH, Germany

Nichiren Shoshy Rikyobo, Japan

CONCERN Worldwide

Karuana Foundation

Sammridha Pahad, UK

CCS Italy

MEDAIR 

Read Nepal

Help-hilifezur Selbsthilfe, Germany
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The foreign aid disbursements by 
INGOs to Nepal were relatively more 
after the 2015 earthquake but had 
been decreasing significantly by FY 
2017/18, as depicted in Figure 18. 
Likewise, the aid commitments have 
also decreased as shown in Figure 19.

European Union (EU) mobilises 
euros for flood-hit countries 
including Nepal: As a part of a new 
humanitarian funding package, the 
European Union (EU) has mobilised  
8.5 million Euros i.e. NPR 1.07 
billion (USD 9.66 million) to 

help the most affected flood and 
landslide-hit regions in the South 
and South East Asian countries, 
including Nepal. It was further 
stated by the European Commission 
(EC) that the humanitarian funding 
package includes 1.5 million Euros 

Figure 18: Aid disbursement to Nepal through INGOs (in USD million)

Source: Development Cooperation Report 2017/18, Ministry of Finance
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i.e. NPR 188.47 (USD 1.68 million) 
for the victims of ongoing monsoons 
in India and Bangladesh, and that 
the remaining fund will be floated in 
Nepal, Philippines and disaster risk 
reduction initiatives in the region. 
The package also intends to support 
Nepal and the Philippines in disaster 
risk management and getting aid to 
those most in need.113 

World Bank extends support 
towards fiscal federalism and public 
financial management: As a part of 
the first Development Policy Credit 
Project, the World Bank (WB) had 
provided USD 100 million project 
for the reform actions in Nepal. Given 
the context of federalism, under 
the Second Programmatic Fiscal 
and Public Financial Management 
Development Policy Credit Project, 
the WB has renewed and extended its 
support to Nepal to fortify its fiscal 
federalism and improve its public 
financial management.114 Such 
kind of support is crucial for Nepal 
to build its three-tier-government 
and encourage accountability and 
responsibility to accomplish the 
development objectives. 

Through this project, supports 
are advanced under two pillars. 
The first is regarding establishing 
fiscal federalism through various 
legislation, policies and regulations. 
For this, guidance on budget 
execution and improvement of 
accounting and financial reporting 
framework will be enacted at the 
federal level, and such model laws 
will be adopted by the local level. 
The second pillar is regarding 
strengthening the policy framework 
for public financial management 
at the sub-national levels. For 
this, legislation and regulation 
surrounding the budget cycle, 
transparency and accountability to 
citizens, development of a revenue 

collection system, preparation of 
the Medium Term Expenditure 
Framework and strengthening 
expenditure control, preparing 
a responsive budget, developing 
measures to address climatic 
shocks and improve disaster risk 
management will be done.115 

Germany and Nepal sign financial 
pact: A financial cooperation 
agreement worth Euro 24.3 million 
i.e. NPR 3.08 billion (USD 27.61 
million) has been signed between 
the two governments by Finance 
Secretary of Nepal and German 
Ambassador to Nepal on 5 July 
2019. According to the German 
Embassy, since the bilateral technical 
and financial cooperation began 
in 1959, the total volume of grant 
assistance equals around Euro 979.6 
million i.e. NPR 124.35 billion 
(USD 1.11 million). Moving on, the 
grant assistance committed this time 
will address the energy promotion 
through solar energy setups in rural 
areas, improvement of mother 
and child care in urban areas and 
sustainable economic development 
in rural and semi-urban areas.116  

For this, the German Development 
Bank will promote solar pumping 
systems for drinking water and 
irrigation as well as solar systems 
in public institutions including 
schools, health centers and 
government offices. Similarly, a 
project to facilitate construction 
and rehabilitation of health facilities 
for up to four satellite centers will 
be done in urban areas, including 
Papropakar Maternity and Women’s 
Hospital. Likewise, the sustainable 
development has been carried from 
the earlier supports to increase 
accessibility of target-group oriented 
loans which go beyond microfinance 
but are below corporate finances in 
rural and semi-urban areas.117 

Summary of post-quake 
reconstruction: According to the 
deputy spokesperson at the National 
Reconstruction Authority (NRA), 
a total of NPR 276.3 billion (USD 
2.47 billion) has been spent on post-
earthquake reconstruction including 
government buildings, educational 
institutions, health centers and 
archeological heritages among others. 
Out of this total amount, NPR 175.52 
billion (USD 1.54 billion) has been 
sourced from the government and 
the rest NPR 100.78 billion (USD 
902.31 million) has been sourced 
from bilateral spending as loans and 
NPR 40.23 billion (USD 360.19 
million) has been sourced from 
donor agencies as well as different 
non-governmental organisations 
(NGOs). These amounts have been 
spent in the reconstruction of various 
elements. NPR 45.98 billion (USD 
411.67 million) has been invested in 
the reconstruction of rural roads and 
infrastructure, NPR 36.95 billion 
(330.82 million) on educational 
institutions, NPR 8.40 billion (USD 
75.20 million) on security buildings, 
NPR 8.28 billion on government 
buildings, NPR 3.10 billion (27.75 
million) on archeological heritages 
and NPR 451 million (USD 4.03 
million) on health centers.118

Further, the NRA has also reported 
that the reconstruction of 70 
government buildings has been 
completed with the help of financial 
assistance of 30 buildings from 
government funds and 40 from the 
Asian Development Bank (ADB). 
Remaining 21 will be restored 
within this December 2019 with 
government assistance for 21 
buildings and ADB’s assistance for 
29. Likewise, 67% educational of 
institutions have been reconstructed 
while the reconstruction activities 
are still going for 1819 institutions. 
Similarly, 665 health centers 
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Figure 20: Money spent on reconstruction (in USD million)

Source: Nepal Reconstruction Authority (NRA)

have been reconstructed while 
149 projects are running; 380 
archeological buildings have been 
reconstructed with 123 projects 
ongoing and 165 security buildings 
have been completed while 52 is 
ongoing.119 A snapshot of this data is 
presented below in Table 11.

The NRA has been strategically moving 
ahead in the reconstruction works and 
has been signing agreements as well 
as publishing tender notices for the 
reconstruction of other buildings. It 
has been done through NRA itself as 
well as financial assistance and foreign 
sources of funds including Japan 

International Cooperation Agency 
(JICA), India and ADB.

Foreign aid to Nepal gets a big 
boost from India: The Union Budget 
of India, unveiled by the Finance 
Minister Nirmala Sitharaman, was 
intact in the foreign policy focus of 

Table 11 Snapshot of reconstruction activities and ongoing projects

Reconstruction projects Number of completed reconstruction projects Number of ongoing reconstruction projects

Government/public buildings 70 50

Educational institutions 4190 1819

Health centers 665 149

Archeological heritages 380 123

Security buildings 165 52

Houses 424,000 214,000

Source: Nepal Reconstruction Authority (NRA)

Health centers

Rural roads and 
Infrastructures

Educational
Institutions

Government
Buildings

Archeological
Buildings

Security Buildings
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‘Neighbourhood First’ and thus, the 
foreign aid to Nepal saw a substantial 
rise by 62% i.e. from NPR 6.5 billion 
(USD 58.19 million) in FY 2018/19 
to NPR 10.50 billion (USD 94.01 
million) in FY 2019/20.

Foreign aid to Nepal gets a big 
boost from India: The Union Budget 
of India, unveiled by the Finance 
Minister Nirmala Sitharaman, was 
intact in the foreign policy focus of 
‘Neighbourhood First’ and thus, the 

Table 12 Amount spent by Nepal Reconstruction Authority (NRA) over the years
Year Amount spent by Nepal Reconstruction Authority (NRA)

2015/16 NPR 22.47 billion (USD 201.18 million)

2016/17 NPR 49.69 billion (USD 444.89 million)

2017/18 NPR 114.78 billion (USD 1.02 billion)

2018/19 NPR 89.35 billion (799.98 million)

2019/20 NPR 156 billion (USD 1.39 billion) (allocated)

Source: Nepal Reconstruction Authority (NRA)

foreign aid to Nepal saw a substantial 
rise by 62% i.e. from NPR 6.5 billion 
(USD 58.19 million) in FY 2018/19 
to NPR 10.50 billion (USD 94.01 
million) in FY 2019/20.

Evidently, during the 2015 earthquake 
and Madhesi agitation, anti-India 
sentiments had arisen in Nepal. But 
despite that, the aid disbursement and 
commitment has not been affected. 
Pending infrastructure development 
projects are also bound to get a push 

following the aid news. Currently, 
India and Nepal are engaged in 900-
MW hydroelectric project i.e. Arun-III, 
road connectivity projects under Bay 
of Bengal Initiative for Multi-Sectoral 
Technical and Economic Cooperation 
(BIMSTEC), South Asian Association 
for Regional Cooperation (SAARC) 
and Bangladesh, Bhutan, India, Nepal 
Initiative (BBIN).120 The foreign aid 
boost to Nepal is expected to reap 
positive results in the development of 
these projects and others.

Figure 21: Bilateral loans and grants extended by India towards Nepal

Source: Indian Development Cooperation Report (IDCR) program at the Centre for Policy Research
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Figure 22: Assistance to Nepal by India

Source: Union Budget of India

OUTLOOK“
Foreign aid has been one of the most significant sources of financial assistance for Nepal since the 1950s. Post 2015 
earthquake, the need for foreign aid in the form of loans or grants were visible. Following this, the foreign aid disbursements 
had increased. However, since the government of Nepal has not been able to mobilise the funds in a proficient manner, 
managing availability of funds and reduction of costs has become a big issue for the INGOs operating in Nepal. As a result, 
many of the INGOs have been winding up their operations. This is a serious matter of concern and needs to be prioritised  
by the government before it heightens economic vulnerability. 

Also, the support extended by the World Bank, the European Union, Germany and India can open new avenues of 
development in respective regions such as energy promotion, hydropower projects, sustainable development, fiscal 
federalism, public finance management, disaster risk management and mother and child care. As Nepal is confronted 
with challenges in attracting foreign investments, effective planning and implementation in accordance with the foreign 
investment laws and policies have to be strictly followed. All in all, the urgency of the matter needs to be considered if 
international interest in investing in Nepal is not to diminish in the coming days.
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REMITTANCEREMITTANCE

Despite increased efforts and labour pacts with other countries, migrant workers from Nepal 

have been struggling for their safety this quarter. Following the importance of safe migration 

and protection of human rights, several initiatives, however, have been undertaken. Likewise, 

digital migration management platforms have emerged to aid the protection of migrant workers. 

Miserable conditions of Nepali 
workers abroad: According 
to the Department of Foreign 
Employment’s data, the majority of 
Nepali migrant workers (400,000 
Nepalis as of May 2017) have moved 
to Qatar. They have been hired to 
construct infrastructure for the 
FIFA World Cup 2022. However, 
while this would have been a source 
of opportunity to earn and send 
money home, it has turned out 
to be a nightmare for the Nepali 
workers. According to a recently 
published investigative report titled 
‘Trapped in Qatar’ by a German 
public broadcaster, Westdeutscher 
Rundfunk Köln (WDR), Nepali 

migrant workers working on the 
construction of stadiums for the 
World Cup have been living in 
dreadful conditions.121 Nepali 
migrants have been found living in 
cramped spaces—200 workers share 
one toilet and eight people share 
a room. Money or food is also not 
granted to the workers and their 
passports have been confiscated 
to restrict them from leaving the 
country. At least 1,400 Nepalis have 
suffered severely and many have 
lost their lives in the construction 
sites.122 Moreover, recent news about 
a deliberate attack on Nepali workers 
in Doha has resulted in the death of 
one Nepali worker and injury of five 

others.123 A snapshot of the number 
of deaths of Nepali migrant workers 
over the years is shown below in 
Table 13.

Even after the bilateral agreement 
signing in 2005 between the 
governments of Nepal and Qatar, 
and an additional memorandum 
of understanding (MoU) for the 
protection of Nepali migrant workers 
signed in 2015 by the National 
Human Rights Commission 
(NHRC), the actual state of the 
workers seem daunting. Despite 
efforts reflected in papers, the 
human rights of workers continue to 
be exploited and ignored at best in 

Years
Number of migrant workers

No. of death migrants
Male Female Total

2008 211371 8594 219965 77

2009 284038 10056 294094 419

2010 344300 10416 354716 566

2011 361707 22958 384665 648

2012 425830 27713 453543 722

2013 498446 29368 527814 877

2014 498848 28966 527814 1006

2015 399406 19307 418713 816

2016 345061 18012 363073 756

2017 293263 19486 312749 821

Total 3662270 194876 3857146 6708

Table 13 Number of deaths of Nepali migrants

Source: Department of Foreign Employment (DoFE)
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reality.

Digital migration management 
platform: The 2019 edition of 
the ‘International Migration and 
Displacement Trends and Policies 
report’ comprises of information 
on the latest trends regarding 
labour market integration in G20 
countries. The report states that 
since digitalization is impacting the 
protection of migrant workers, digital 
migration management platforms 
have emerged and helped reduce the 
recruitment cost and time associated 
with the administration procedures, 
reducing the informal, undocumented 
and unsafe channels of migration.124 
It also further states that a web 
platform named Recruitment Advisor   
has been developed by International 
Trade Union Confederation 
(ITUC)   with support of the ILO 
Fair Recruitment Initiative, which 
has listed government-licensed   

recruitment agencies of Nepal along 
with other countries. The platform is 
responsible for monitoring the private 
and public recruitment agencies in 
Nepal as well as providing feedback 
to the government regarding the 
practices of licensed agencies. This 
platform is an example that depicts 
how technological development 
can enhance the monitoring system 
of private and public recruitment 
agencies.

Compensation for deceased 
Nepali Migrants: According to the 
Department of Foreign Employment 
(DoFE), NPR 480 million (USD 
4.29 million) has been provided 
as compensation to the families 
of 753 deceased Nepali migrant 
workers of the FY 2018/19. Out of 
the 753 decease migrant workers, 
compensation has been given to the 
families of 730 men and 23 women 
Nepali workers. Likewise, apart from 

the deceased workers, there were also 
cases registered for sick and physically 
injured migrant workers. Based on the 
nature and condition of the sickness 
and injury, the DoFE has provided a 
financial relief of NPR 91.41 million 
(USD 818.42 hundred thousand) to 
the families of 335 sick and physically 
injured migrant workers.125 

Nepali illegal migrant workers 
to return home: The Malaysian 
government has called on the illegal 
migrants residing in the country to 
return home within a time period 
of six months before it cracks down 
on them and makes arrests effective 
from 1 August 2019.126 Malaysian 
rule defines those with expired visas, 
absconding from original employers 
and without valid work permits as 
illegal. According to the Malaysian 
Immigration Department statistics, 
around 385,000 Nepali workers 
were documented as of  July 2018.127 

Figure 23: Number of deaths of Nepali migrants

Source: Department of Foreign Employment (DoFE)
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Table 14 Revised Visa Fee for Tourist Visa with multiple entries

Number of days Former Visa Fee Revised Visa Fee

Tourist Visa for 15 days USD 25 USD 30

Tourist Visa for 30 days USD 40 USD 50

Tourist Visa for 90 days USD 25 USD 125

Source: Department of Immigration

In regards to the same, campaign 
titled ‘Back for Good’ has been 
running following the deadlineof 
six months set to return home (i.e. 
31 December 2019) put by the 
Malaysian Government. Although 
there is no exact data on the number 
of illegal Nepali workers in Malaysia, 
it is estimated that almost 15,000 
to 20,000 Nepali migrants are 
overstaying their visit and can return 
home.128 

A fine of NPR 18770.33 (USD 
168.05) (Malaysian Ringgit (MYR) 
700) will be charged for migrants 
residing in Malaysia even after their 
visa expiry and a fine of NPR 4290.36 
(USD 38.41) (MYR 160) will be 
charged for individuals without 
passports   to get the special exit pass 
from the Malaysian Immigration 
Department.129 

Hike in tourist visa fee: The Nepal 
government has decided to revise visa 
fares and increase Nepal visa fee as 
the charges have not been raised for 
almost a decade. With the decision to 
amend Section 46 of the immigration 
regulation, the Cabinet has decided 
to increase the fee for a multiple-
entry tourist visa. Accordingly, the 
Department of Immigration (DoI) 
has also deemed it necessary to change 
the visa fee structure for foreign 
tourists. It has, thus, increased the 
visa fee within the valid visa period 
from USD 2 (NPR 223.38) to USD 
3 (NPR 335.07) per day and for visa 
extension with multiple entries to 

USD 25 (NPR 2792.25) from USD 
20 (NPR 2233.8), effective from 17 
July 2019.130 

Ensuring safe migration and 
protecting women migrant rights: 
According to the report titled ‘Rights 
Situation of Migrant Workers’ 
prepared by the NHRC, the 
government needs to immediately 
study the situation of migrant 
workers and initiate actions against 
the wrong practices of recruitment 
agents and agencies by monitoring 
their activities effectively.131 The 
Commission has recommended the 
government to urgently stop illegal 
activities against the interest of the 
aspiring migrant. Transparency 
regarding the money charged by 
the foreign employment agencies, 
eligibility, permits, skill trainings 
and other aspects in any stage of 
migration needs to be assessed and 
studied as per the report. Further, 
the report also stated that the 
provisions and policies regarding 
‘free visa, free ticker’ for destination 
countries in the Gulf region needed 
to be implemented strictly. Due to 
its inefficiencies, migrant workers are 
increasingly choosing to go abroad 
on an individual basis rather than 
through an institutional channel.

Also, the restrictive measure taken 
by the government of putting an age 
limit (24 years and above) to protect 
aspiring women migrant workers 
from forced labour and other forms 

of exploitation has increased women’s 
out-migration in an illegal manner 
increasing the risks of trafficking.132  
As a part of its measures, the DoFE 
and DoI have signed bilateral labour 
agreements with agencies working 
against exploitation of migrant 
workers, forced labour and human 
trafficking. Further steps and effective 
implementation, however, are still 
necessary.

Nepal reaches out to Europe to 
send its workers: To dissuade 
Nepali workers from going to Middle 
East and South Asian countries, the 
government  has intensified its efforts 
to reach out to some of the European 
countries, including Germany, 
Portugal, Poland and Turkey, as 
prospect labour destinations. These 
prospect countries will guarantee 
better remuneration and working 
conditions for the workers.133 It has 
also been argued and conveyed by the 
Ministry of Labour, Employment and 
Social Security that the formal opening 
of the European market for Nepali 
workers will also discourage Nepalis 
from seeking illegal channels to reach 
there for work. Negotiations have 
begun with the Embassies involved, 
but effective implementation is still 
required.

Downside of Free Visa, Free Ticket 
policy: Even though the government 
has made efforts to increase labour 
destinations for Nepali migrants, the 
policies surrounding the efforts have 
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OUTLOOK“
As the Nepal government strives to increase the number of labour destinations for the Nepali workers, it also has to keep in mind 
the issues regarding labour safety, protection of human rights and the working conditions of the labour destinations. The government 
must make substantial changes and amendments in its policies surrounding foreign employment. Introduction of digital migration 
platform is a positive move in the remittance and migrant sector, but along with this, initiatives to encourage formal channels in 
sending remittance as well as tracking errant recruiting agencies and agents is essential.

brought complications. Recruiting 
agencies blame the government’s 
‘Free Visa, Free Ticket’ policy, which 
mandates employers to pay for all the 

expenses of workers, for increasing 
the financial burden of employers 
abroad. As a result Nepali workers are 
not their first preference. In addition, 

complicated as well as lengthy 
procedures in the overall hiring process 
have made it difficult for foreign 
employers to hire Nepali workers.134
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At the end of the fourth quarter (Mid-July) of the previous fiscal year 2018/19, net profit of 

commercial banks surged by 25.1% 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 twelve months of the 
fiscal year (FY) 2018/19 published 
by Nepal Rastra Bank (NRB) are 
highlighted below.

Deposit and Credit Mobilisation
Deposits at Banks and Financial 
Institutions (BFIs) increased by 
18 % in the review period. Of the 
total deposits at BFIs, the share of 
demand deposits, saving and fixed 
deposits stands at 9.7%, 32.8 % 
and 46.3% respectively while the 
share was 9.3%, 34.5% and 44.8% 
a year ago. In terms of institutional 
deposits, the share of such deposit 
stands at 45.3% in the total deposits 
compared to 45% in mid-April 
2018.

Likewise, credit extended to the 
private sector by BFIs increased 
by 19.4% in the review year as 
compared to an increase of 22.5% 
in the previous fiscal year. Credit 
mobilisation of commercial banks, 
development banks and finance 
companies increased by 17.5%, 
35.7% and 17.9% respectively. Of 
the total outstanding credit of BFIs, 
64.4% is against the collateral of 
land and building and 13.5% 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 residential personal 
home loan) increased by 12% and 
trust receipt(import) loan extended 
by commercial banks increased by 
11.7% during the year. Similarly, 
term loan increased by 32.8%, Hire 
Purchase loan increased by 5.8% 
while overdraft loan increased by 
10.9%.

Liquidity Management
In the review period, NRB mopped 
up NPR 100.35 billion (USD 898.46 
million) through various open market 
operations. Under this provision, 
NPR 79.65 billion (USD 686.27 
million) was mopped up through 
deposit collection auction, and NPR 
20.70 billion (USD 185.33 million) 
through reverse repo auction on a 
cumulative basis.

NRB injected net liquidity of NPR 
360.91 billion (USD 3.23 billion) 
through the net purchase of USD 
3.19 billion from foreign exchange 
market (commercial banks). Similarly, 
NRB also purchased Indian currency 
(INR) equivalent to NPR 516.97 
billion (USD 4.63 billion) through 
the sale of USD 4.24 billion, during 
the review year. 

Foreign Exchange Reserves 
and Adequacy
The gross foreign reserves stood at 
NPR 1038.92 billion (USD 9.30 

billion) at the end of mid-July 2019 
decreased by 6.12% compared to 
NPR 1,102.59 billion (USD 9.87 
billion) in mid-July 2018. Out of the 
total foreign exchanges, reserves held 
by NRB decreased to NPR 902.44 
billion (USD 8.07 billion) at mid-July 
2019 from NPR 989.40 billion (USD 
8.85 billion) as at mid-July 2018. The 
share of INR in total reserves stood at 
23.6%.

Based on the imports of current 
FY 2018/19, the foreign exchange 
holdings of the banking sector is 
sufficient to cover the prospective 
merchandise imports of 8.9 months, 
and merchandise and services imports 
of 7.8 months. The ratio of foreign 
currency reserve-to-GDP, reserve-to-
imports and reserve-to-M2 stood at 
30.0 %, 64.9% and 29% respectively 
as at mid-July 2019.

Interest Rates
The weighted average 91-day Treasury 
bill rate decreased to 4.97% in the 
review period from 3.74% a year 
ago. Likewise, the weighted average 
inter-bank transaction rate among 
commercial banks also increased 
to 4.52% from 2.96% a year ago. 
Also, the weighted average base rate 
of commercial banks decreased to 
9.57% from 10.47% a year ago. 
Likewise, weighted average deposit 
rate and lending rate of commercial 
banks stood at 6.60% and 12.13% 
respectively. 
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Balance of Payments (BOP)
In terms of BOP, the current account 
fell into a deficit of NPR 265.37 
billion (USD 2.37 billion) during 
the review period as compared to a 
deficit of NPR 247.57 billion (USD 
2.21 billion) during the same period 
of the previous FY 2017/18. The 
overall BOP posted a deficit of NPR 
67.40 billion (USD 603.45 million) 
in the review period compared to a 
surplus of NPR 0.96 billion (USD 
8.59 million) in the same period of 
the previous year.

Fourth Quarter Performance 
Analysis of Commercial Banks
As per the unaudited fourth quarter 
financial results of commercial banks 
for FY 2018/19, as shown in Table 15, 
the operating profit of commercial 
banks grew by 25.07 % while the net 
profit increased by 25.1% compared 
to the corresponding figure of the 
previous fiscal year. 

Rastriya Banijya Bank was able to 
post the highest net profit of NPR 
5.32 billion (USD 47.65 Million), 
followed by Nabil Bank at 4.29 billion 
(USD 38.40 Million), Agriculture 
Development bank at NPR 4.35 
billion (USD 38.94 million) and 
Nepal Investment Bank at NPR 3.41 
billion (USD 30.53 million) at the 
end of this quarter. During the review 
period, the deposit mobilisation 
increased by 16.8% while credit 
mobilisation by the commercial banks 
increased by 17.9%.

At the end of the fourth quarter, the 
average Non-Performing Loan (NPL) 
of banks had stood at 1.3% 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 5.5 % of Rastriya Banijya Bank.

Monetary Policy for FY 
2019/2020 
The central bank has rolled out the 
monetary policy for the current 
fiscal year 2019/2020 to support 
the government’s target to meet 
the economic growth rate of 8.5% 
during the fiscal year. The policy aims 
to increase domestic credit, private 
sector lending and money supply 
by 24%, 21% and 18% respectively 
this fiscal year, while the central bank 
plans to contain inflation within 6% 
for maintaining price stability. Some 
of the key provisions in the policy 
are highlighted below; moreover, 
the central bank has already issued 
relevant circulars to implement key 
provisions.

» The existing standing liquidity 
facility (SLF) rate as the upper 
bound of the Interest Rate 
Corridor (IRC) –a mechanism 
to minimise the volatility of 
short term interest rates, has 
been reduced to 6%, repo rate 
as the policy rate to 4.5% and 
the deposit collection rate as the 
lower bound to 3%. Under this, a 
provision will be made to provide 
repo facility on an overnight basis 
and deposit collection facility for 
a week.

» The policy has not changed the 
Cash Reserve Ratio (CRR) and 
Statutory Liquidity Ratio (SLR) 
at 4% and 10% respectively (for 
commercial banks).  

» The bank rate, applied for the 
purpose of the lender of the last 
resort (LOLR) facility, has been 
reduced to 6% from 6.5%.

» The Sources of foreign borrowing 
for the BFIs will be further 
expanded. A provision will be 
made for BFIs to borrow from 

foreign pension fund, hedge 
fund and similar other sources, 
in addition from the banks. Also, 
the areas for the utilisation of 
such fund will be broadened by 
the central bank.

» The maximum interest rate to be 
paid by the BFIs on the borrowing 
in convertible currencies will be 
set at 6-month LIBOR plus 4% 
points from the existing 6-month 
LIBOR plus 3% points.

» The policy has unchanged 
institutional deposits limit at 
50% of total deposits while BFIs 
will not be able to collect more 
than 10% deposit from a single 
institution of their total domestic 
deposit liabilities.

» All the Commercial banks will be 
required to issue debentures of at 
least 25% of their paid-up capital 
by mid-July 2020. And, these 
banks will be allowed to utilise 
cent percent of the resources used 
for extending loans.

» A policy provision will be made 
for the mobilisation of gold 
held by Nepali citizens as bank 
deposits.

» The existing policy provision for 
the commercial banks to extend 
at least 10% of their total credit 
in the agriculture sector and at 
least 15% in energy and tourism 
sector has been kept unchanged.

» In line with the provision 
made in the Financial Sector 
Development Strategy (FSDS) 
to bring the spread between the 
average lending and deposit rates 
below 4.4% by FY 2020/21, a 
provision will be made to bring 
down such spread to 4.4% by 
mid-July 2020.

» Various incentives for 
commercial banks undergoing 
merger and acquisition process 
and commencing joint operation 
by mid-July 2020.
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 » The deadline to meet various 
requirements such as- credit 
requirements, spread rate, 
issuing debentures will be 
extended to mid-July 2021.

» A provision will be made for 
the BFIs to insure the collateral 
pledged for a loan from the 
insurance company chosen by 
the borrower. BFIs will not be 
allowed to sell any other type 
of insurance policies except the 
policies directly related to the 
credit.

» The provision of countercyclical 
buffer as a tool of macro-
prudential regulation will be 
effectively implemented. In 

addition, standard for Liquidity 
Coverage Ratio (LCR) and Net 
Stable Funding Ratio (NSFR) 
will be issued.

Key Developments
UnionPay Receives license for 
Payment System Operator (PSO)
The central bank has granted an 
operating license to a Chinese 
company-UnionPay International. 
It is the first international company 
to receive such license under new 
Payment and Settlement Act, 2019. 
The PSO carry out processing, 
routing/switching, operation, control 
and clearing of payment-related 
activities.

NRB sets age bar on Chief Executive 
Officer and Board of Directors (BOD)
NRB has issued a new circular 
stating the age bar for chief executive 
officers (CEO) and board directors 
of banks and financial institutions. 
The circular had set the age bar 
of 65 years for the CEOs of any 
bank or financial institution and 
further marked that they will not 
be allowed to continue to work after 
crossing the age of 69. In the same 
way, people above 70 years will not 
be allowed to be a board member 
and will not be allowed to continue 
in the same position after crossing 
the age of 75.

OUTLOOK“
The central bank via monetary policy has shown a clear intent to increase the money supply in the market and stabilise interest 
rate fluctuations seen in the market. Even though the central bank did not make any changes in the Credit Cum Deposit 
(CCD) ratio to increase money supply in the market, it has introduced other indirect provisions to increase the money supply. 
Measures such as: allowing commercial banks to borrow in convertible currency from foreign institutions, including pension 
funds and hedge funds; allowing banks to collect Fixed Deposits in foreign currency from organisational depositors and Non 
Resident Nepalis (NRNs); further, the central bank has increased the interest rate from existing 3% points to 4% points (+ 6 
month LIBOR) while borrowing in convertible currencies. 

Also, all the commercial banks will have to issue debentures of at least 25% of their paid-up capital by the end of FY 2019/20.  
The new provisions could have short-term negative repercussions in the secondary market while it is going to be essential 
to further deepen the bond market in Nepal and provide a long-term source of funds. The net impact on money supply, i.e., 
loanable funds by introducing these provisions is likely to take time as these provisions are dependent on various factors 
including international rates.

Amidst fear of forceful merger between BFIs, the central bank took a much wiser approach to encourage merger between BFIs 
by introducing various incentives in the monetary policy. BIFs opting for merger will be entitled to an additional time frame to 
meet the new provisions outlined in the monetary policy such as sector credit requirement, spread rate requirement, cooling 
period for CEO and Board Directors, and issuance of debentures. 

Likewise, on a positive note, to streamline market interest rates on credit, the central bank has directed banks to decrease their 
spread rate (the difference between lending and deposit rate) to 4.4% from existing 4.5% by the end of current FY 2019/20. 
Nonetheless, the immediate impact on interest rates is unlikely as most commercial banks spread rate is maintained at the 
highest threshold; however, bank’s profitability is likely to be hit hard by the new provision in the coming days and will have to 
look for new avenues of business to minimise dependency on interest income. 
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Table 16: Key Indicators

Indicators 24- May 2019 22 August 2019 % change

NEPSE Index 1314.55 1213.06 -7.72%

Commercial Bank Index 1167.42 1097.95 -5.95%

Development Bank Index 1599.68 1588.97 -0.67%

Finance Index 618.87 582.07 -5.94%

Life Insurance Index 6650.28 5702.96 -14.24%

Non-Life Insurance Index 5894.23 4759.17 -19.25%

Hydropower Index 1278.88 1048.02 -18.05%

Manufacturing & Processing Index 2591.65 2560.64 -1.19%

Micro-Finance Index 1506.46 1516.89 0.69%

Hotel Index 2166.38 2022.69 -6.63%

Others Index 765.02 696.30 -8.98%

Source: NEPSE

The Secondary market went down by 7.72% to close at 1213.06 points the review period (24 
May 2019 to 22 August 2019).

Secondary Market:
During the review period, the Nepal 
Stock Exchange (NEPSE) benchmark 
index decreased by 7.72% to close 
at 1213.06points. At the end of 
the review period, the total market 
capitalisation had reached NPR 1,539 
billion (USD 192.85 billion) while 
the total floated market capitalisation 

has reached to NPR 573 billion (USD 
5.13 billion).

As shown in Table 16, during the 
review period, all the sub-indices except 
Micro Finance index (+0.69%) ended 
in the red zone. While the subsectors, 
development bank (-0.67%), 
manufacturing & processing index 

(-1.19%), finance index (-5.94%), 
commercial bank (-5.95%),hotel 
index (-6.63%), other index 
(-8.98%), Life insurance (-14.24%), 
Hydropower (-18.05%) and Non-Life 
insurance (-19.25%) continue to move 
downwards.The total market turnover 
during the review period was NPR 
26.1 billion (USD 233.68 million).

Figure 24: 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 and 
securities during the review period.
» Siddhartha Capital Limited 

issued fourth mutual fund 
scheme worth NPR 1.4 billion 
(USD 12.5 million) with face 
value NPR 10. Likewise, two 
other mutual funds were offered 
during the review period namely; 
NMB 50 and NIC Asia Balance 
Fund worth NPR 1.2 billion 
(USD 10.74 million) and NPR 
1.25 billion (USD 11.19 million) 
respectively.

» Himal Dolkha Hydropower 
Company (7.67 million units) 
offered primary shares during 
the review period. Care Ratings 
Nepal Limited (CRNL) has 
assigned ‘CARE-NP IPO Grade 
4’ for the issue, indicating below 
average fundamentals of the 
company. 

» Likewise, Sabaiko Microfinance 
Limited (530,000 units)
and Adhikhola Microfinance 
(400,000 units) also issued 
primary shares during the review 
period.

In the pipeline,
» United Idi Mardi and RB 

Hydropower are coming up 
with an IPO of 1,050,000 
units with a face value NPR 
100 each. Global IME Capital 
Limited has been appointed as 
the issue manager. ICRA Nepal 
had assigned Grade 4 rating 
to this issue, indicating Below 
Average Fundamentals. 

» NRN Infrastructure and 
Development are going to issue 
Initial Public Offering (IPO) of 
3,398,046 units with face value 
NPR 100 each at par. Sanima 
Capital has been appointed as the 
issue manager for the proposed 
IPO issuance. The issue was 
assigned IPO Grade 4 by CARE-
Nepal indicating below average 
fundamentals.

» Reliance Life Insurance Limited 
is coming up with Initial Public 
Offering (IPO) of 6,300,000 
units worth with a face value of 
NPR 100 to the general public. 
After the issuance, the paid-
up capital will reach NPR 2.10 
billion (USD 18.80 million). 

Key Developments
SEBON releases its annual policy 
and programs for FY 2019/2020:  A 
72-point policy and programs for FY 
2019/20 has been released by SEBON 
to uplift the secondary market. Some 
of the key priorities outlined are: to 
facilitate the opening of the second 
stock exchange, to adopt practical 
book building system and to allow 
shareholders to apply more right 
shares than their actual holdings, 
amongst others. Also, it has ensured 
the participation of manufacturing 
companies having capital worth NPR 
1 billion (USD 8.95 million) in the 
capital market. Likewise, SEBON 
has also considered the facilitation 
of automated trading system of 
over-the-counter (OTC) market 
and enforcing insider trading related 
regulation. The list has given primary 
focus on commitment to license 
commodities exchange markets and 

operate them effectively. In addition 
to this, the list also includes a book 
building system for premium pricing 
of public offering of companies and 
its effective implementation as well 
as monitoring of the ‘one citizen, one 
Demat account’.

New directive for hydropower 
companies: SEBON has also issued 
the new Share Issue Directives of 
Hydropower Companies 2019. As 
per the new directive, hydropower 
companies are permitted to issue 
right shares as well as make follow-on 
public offers (FPO) after two years of 
their initial public offerings (IPO). 
Likewise, it has increased the lock-in 
period of promoter shares of listed 
hydropower companies. Raising the 
lock-in period is an attempt to catch 
up with the international standards 
and practices of the capital market 
while also ensuring the safety of the 
investments. 

Share brokering license for 
commercial banks on hold: the 
Finance Committee under the Federal 
Parliament has put on hold the earlier 
mandate of the government to the 
Securities Board of Nepal (SEBON) to 
start the process of issuing sharebroker 
licence to the commercial banks. As 
SEBON is not allowed to provide 
share broker licence to commercial 
banks, Nepal Stock Exchange 
(NEPSE) and CDS and Clearing Ltd 
(CDSC) are working on this issue. For 
further study, four-member sub-panel 
has been formed. As many as seven 
commercial banks have already opened 
their subsidiary company to carry out 
the brokering activities.
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OUTLOOK“
There was no silver lining for the market as numerous regulatory provisions and lack of clarity dampened investor’s confidence. 
Staring from confusion over the treatment of Capital Gain Tax (CGT) to the NRB’s new provision for spread rate and counter 
cyclical buffer capital, amongst others. On a positive note, the structural reforms and new regulations included in SEBON’s policy 
and programme for the current fiscal year is expected to improve the investor confidence, market outreach and depth substantially, 
which is a key ingredient for the development and expansion of the secondary market. 
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k[i7e"ldM
cfw'lgs pmhf{sf] dfu / ;j{;'ne cfk"lt{sf] nflu gjLs/0fLo 
pmhf{sf] pTkfbg ljZje/ g} Jofks ?kdf j[l4 eO{/x]sf] 5 . 
ljZjsf !&) eGbf a9L b]zx?n] gjLs/0fLo pmhf{ k|of]usf] 
nIo lgwf{/0f u/]sf 5g eg] !%) b]zx?n] gjLs/0fLo 
pmhf{If]qdf nufgLnfO{ cfslif{t / lgodg ug{ o; ;DjGwL 
gLlt tyf sfg'gx? lgdf{0f u/]sf 5g . cGt/f{li6«o gjLs/0fLo 
pmhf{ ;+:yfn] u/]sf]cWoog cg';f/ gjLs/0fLo pmhf{ If]q 
nufgLstf{x?sf] nflu cfsif{s / k|ltkwf{Tds If]qsf] ?kdf 
ljsl;t ePsf] 5/ of] If]qn] nfvf} dflg;x?nfO{ /f]huf/Lsf 
gofF cj;/x? k|bfg u/]sf] 5 . 

g]kfndf gjLs/0fLo pmhf{M 
ljqmd ;Djt\ !(^* ;fndf lgld{t %)) lsnf]jf6 Ifdtfsf] 
kmlk{ª hnljB't cfof]hgfsf] lgdf{0f;+u} g]kfndf ljB'tsf] o'u 
k|f/De ePsf] lyof] . g]kfnsf] ljB't pTkfbgsf] klxnf] k|of; 
g}  gjLs/0fLo pmhf{af6 ePsf] lyof] eGbf cGoyf x'b}g . t/ 
;odsf] k|jfx;+u} xfdLn] of] If]qsf] ljsf; ug{ ;s]gf} Tof] eg] 
lrGtfsf] ljifo ePsf] 5 . 

gjLs/0fLo pmhf{sf] ljsf; ;dosf] dfu / cfjZostf b'j} 
ePsf] 5.g]kfnsf] ;Gbe{df hnljB'tnfO{ gjLs/0fLo pmhf{sf] 
;|f]tdf /fVg] jf g/fVg] ljifodf ax; / ljjfb x'g] u/]sf] 5, 
h'g cfjZos /h?/L 5}g . gjLs/0fLo pmhf{sf] ;j{dfGo 
kl/efiffaf6 g]kfnsf] ;fGbe{ dfq hnljB'tnfO{ cnu 
ug{'sf] s'g} cy{ /xGg . ;;fgf hnljB't cfof]hgfnfO{ dfq 
gjLs/0fLo pmhf{sf] ;|f]t dfGg' Gofo ;+ut x'b}g . To;}n] 
hn;|f]t ;lxt gjLs/0fLo pmhf{sf] ljsf;sf nflu xfdLn] 
gLltut / sfg'gL Joj:yf ug{' plrt x'g]5 .  

g]kfndf pTkfbg x'g] ljB'tsf] laqmL ljt/0fsf] nflu l5d]sL 
b]zx?df ahf/sf] ;Defjgf /x]sf]n] oxfaf6 ljB't lgof{t 
ug{ ;lsg] gLltut, sfg'gL / k|fljlws cfwf/x? tof/ u/L 
g]kfnnfO{ gjLs/0fLo pmhf{ lgof{tsf] If]qLo s]G›sf] ?kdf 
ljsf; ug{ ;lsg]5 .

sfg'gL Joj:yfM
g]kfnsf] ;+ljwfgM gjLs/0fLo pmhf{sf] pTkfbg tyf ljsf; 
ub}{ gful/ssf cfwf/e"t cfjZostf kl/k"lt{sf nflu ;'ky 
/ ;'ne ?kdf e/kbf]{ pmhf{sf] cfk"lt{ ;'lglZrt ug]{ tyf 
pmhf{sf] ;d'lrt k|of]u ug]{ gLlt ;+ljwfgsf] wf/f %!df /x]sf] 
5 . ;'ky, ;'ne / e/kbf]{ pmhf{sf] cfk"lt{sf nflu gjLs/0fLo 
pmhf{sf] k|of]unfO{ k|f]T;fxg ug]{ gLlt ;+ljwfgn] lnPsf] 5 . 

o;sf] cltl/Qm ;+ljwfgn] gjLs/0fLo pmhf{sf] k|of]unfO{ 
j9fpg tyf o;sf] k|of]u dfkm{t g]kfnL hgtfsf] hLjg:t/ 
;'wf/sf] k|d'v cfwf/ agfpg] p2]Zon] a}slNks pmhf{sf] 
ljsf; / lj:tf/sf] clwsf/ :yfgLo txnfO{ lbOPsf] 5 . 

:yfgLo zf;g ;~rfng P]g, @)&$:of] P]gn] ;fgf hnljB't 
cfof]hgf tyf j}slNks pmhf{sf] ljsf; lgdf{0f tyf 
ltgsf] sfof{Gjog / cg'udgsf] clwsf/ ufpFkflnsf tyf 
gu/kflnsfnfO{ lbPsf] 5 .  

ljB't P]g, @)$( :kfgL, vgLh t]n, sf]Onf, Uof;, ;f}o{ 
zlQm, jfo' zlQm, cf0fljs zlQm jf cGo s'g} ;fwgaf6 
pTkfbg x'g] ljB't zlQmnfO{ ljB'tsf] ?kdf kl/efiff u/]sf] 5 
. of] P]gsf] bkmf # sf] Joj:yf adf]lhd ;a} k|sf/sf ;|f]taf6 
Ps d]ufjf6 eGbf dflysf ljB't cfof]hgfsf] ljsf;, lgdf{0f 
tyf ;~rfng ug{ cg'dltkq lng'kg]{5 . 

g]kfndf gjLs/0fLo pmhf{M 
sfg'gL tyf ;+:yfut Joj:yf / r'gf}ltx?

tf]ofgfy clwsf/L
;x;lrj, pmhf{,hn;|f]t tyf l;+rfO dGqfno
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;+:yfut Joj:yfM 
pmhf{, hn;|f]t tyf l;+rfO dGqfnoM g]kfn ;/sf/ 
-sfo{ljefhg_ lgodfjnL, @)&$ n] gjLs/0fLo / j}slNks 
pmhf{sf] pkof]u / dfkb08 ;DjGwL gLlt lgdf{0fsf] clwsf/ 
of] dGqfnnfO{ lbPsf] x'Fbf o; ;DjGwL pko'Qm gLlt lgdf{0f 
ug]{ sfd of] dGqfnosf] lhDd]jf/Ldf /x]sf] 5 .

ljB't ljsf; ljefuM  ljB't cfof]hgfsf] nflu cg'ldt lbg] 
nufot ljB't cfof]hgfx?sf] lgodg / cfjZos ;xlhs/0fsf] 
sfo{ ug{ ljB't ljsf; ljefusf] :yfkg ul/Psf] 5 .

j}slNks pmhf{ k|jb{\wg s]Gb|M gjLs/0fLo pmhf{sf] k|jb{\wg, 
ljsf; tyf lj:tf/ ug]{ p2]Zon] s}slNks pmhf{ k|jb{\wg 
s]G›sf] :yfkgf ul/Psf] xf] . gjLs/0fLo pmhf{sf] k|jb{\wg 
/ ljsf;df of] s]G›sf] e"ldsfnfO{ yk :ki6 ug{ / clwsf/ 
;DkGg agfpg cfjZos ePsf] 5 .

g]kfn ljB't k|flws/0fM g]kfn ljB't k|flws/0f P]g, @)$! n] 
ljB'tsf] pTkfbg, k|;f/0f / ljt/0f ug]{ clwsf/ g]kfn ljB't 
k|flws/0fnfO{ lbPsf] 5 . b]zJofkL ljB't ljt/0f ;~hfn 
ePsf] of] lgsfon] hnljB't afx]ssf cGo gjLs/0fL0f 
;|f]taf6 pTkflbt ljB'tsf] vl/b u/L ljt/0f ug]{ lbzfdf 
dxTjk"0f{ e"ldsf lgjf{x ug{ ;Sg]5 . 

r'gf}lt tyf ;d:ofx?M 
g]kfndf gjLs/0fLo pmhf{sf] ljsf; / k|of]u ug]{ k|z:t 
;Defjgf ;Fu;Fu} k|z:t r'gf}lt / ;d:ofx? klg /x]sf 5g 
. lt dWo] s]xL k|d'v ;d:of tyf r'gf}ltnfO{ tn k|:t't 
ul/Psf] 5M 

hnljB't afx]s cGo gjLs/0fLo ;|f]taf6 ljB't pTkfbg ug]{ 
tyf To;sf] k|jb{\wg ug]{ /fli6«o gLlt / dfkb08sf] cefj 
/x]sf] 5 . g]kfnsf] ;+ljwfgn] j}slNks pmhf{ ;DjGwL of]hgf 

tyf sfo{qmd sfof{Gjog ug]{ clwsf/ :yfgLo txnfO{ lbPsf] 
eP tfklg /fli6«o:t/df o; ;DjGwL :ki6 gLlt / dfkb08 
tof/ geP;Dd hn;|f]t afx]s gjLs/0fLo pmhf{sf cGo 
;|f]taf6 pmhf{ pTkfbgsf] sfo{n] k|fyldstf / k|f]T;fxg kfpg 
sl7g x'g]5 . 

o;sf] cltl/Qm gLlt lgdf{0fdf ;+nUg lgsfo / JolQmx? 
aLr gjLs/0fLo pmhf{sf] kl/efiffdf g} cndlnPsf] cj:yf 
5 . gLlt lgdf{tfx? aLrdf g} gjLs/0fLo pmhf{sf] kl/efiff 
/ a'emfO{df Ps?ktf sfod gxF'bf;Dd hnljB't afx]s 
gjLs/0fLo pmhf{sf cGo ;|f]taf6 pmhf{ pTkfbgsf] sfo{n] 
k|fyldstf / k|f]T;fxg kfpg ;Sg] 5}g . 

;'emfjx?M  
klxnf], hn;|f]t afx]s gjLs/0fLo pmhf{sf cGo ;|f]taf6 
pTkfbg x'g] ljB't zlQmsf] /fli6«o ljB't k|0ffnLdf /xg] lx:;f 
lgwf{/0f u/L ;f] adf]lhd sfof{Gjog ug{ cfjZos gLltut 
Joj:yf ug{ cfjZos 5 . o; lsl;dsf] Joj:yfn] bLuf] 
ljsf; ;DjGwL nIo & sf] k|flKtdf klg ;sf/fTds ;xof]u 
k'Ug]5 . 

bf];|f], gjLs/0fLo pmhf{sf] k|jb{\wg / ljsf;sf] nflu :ki6 
/fli6«o gLlt / sfg'g tof/ u/L To;sf] sfof{Gjogsf nflu 
b]zJofkL ;~hfn ;lxtsf] ;+:yfut ;+/rgfsf] :yfkgfdf 
dfkm{t gjLs/0fLo pmhf{sf] ljsf; u/L k|ltkmn k|fKt ug{ 
;lsg]5 . 

t];|f], g]kfndf gjLs/0fLo pmhf{ ljsf;sf] k|z:t ;Defjgf 
/x]sf] tYonfO{ dgg u/L gjLs/0fLo pmhf{sf] ;du| ljsf;sf] 
nflu hnljB'tsf] pTkfbgnfO{ j[l4 u/L cGt/b]zLo ljB't 
Jofkf/sf] ;DefjgfnfO{ d't{?k lbg gLltut tyf sfg'gL 
kIfdf Jofks ;'wf/ u/L cfof]hgfsf] ljsf;df Wofg lbg 
h?/L b]lvG5 .
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HARNESSING NEPAL'S HYDROPOWER POTENTIAL: 
FOR WHAT AND HOW? – SOME THOUGHTS

Nepal has a huge hydropower potential, but seasonal river 
flows, remoteness, and susceptibility to disasters are major 
challenges, alongside the instability and poor governance 
resulting from the very polarised political situation in the 
country. Nepal's energy consumption, largely residential, 
is dominated by traditional biomass use and petroleum-
based fuels that have major environmental, health-
related and financial implications. Large-scale solar PV 
development has just begun, and the wind has not been 
harnessed for commercial use. Energy use in economically 
productive sectors is low, with a still high reliance on fossil 
fuels. Electricity for lighting villages that are beyond the 
reach of the national grid is predominantly supplied by 
decentralised micro-hydro plants and solar home systems.

According to the Economic Survey 2018/19, only 10 
(urban) municipalities and 81 rural municipalities (ail in 
provinces 6 and 7) do not have electricity. Another 169 
municipalities and 282 rural municipalities are partially 
electrified, with the remaining 96% of urban and 61% 
of the rural population having access to electricity. It is 
estimated that the total electrification rate is about 90%. 
The Ministry of Energy Water Resources and Irrigation's 
White Paper of 2017 has set a target of 15,000 MW 
hydroelectricity development in the next ten years, of 
which 10,000 MW will be for consumption within the 
country to support Nepal's rapid economic growth. The 
total installed capacity of electricity as of March 2019 was 
1,142 MW, while the peak demand in 2019 was about 
1,320 MW.  Projects totaling 2,414 MW have been issued 
construction license by July 2019. Nepal had about 3,098 
km of high voltage transmission lines in March 2019.

Nepal needs to increase electricity generation substantially 
to meet its development goals of providing electricity for 
all and accelerating socio-economic growth. It is envisaged 

that in addition to having all Nepali households using 
electricity for lighting, electrical appliances and powering 
home electronics, there will also be a shift towards 
electric cooking. With the availability of adequate and 
reliable electric supply, more private and public transport 
will switch to electricity. Nepal has ambitious plans for 
railways, which could all be powered with electricity. In 
addition, with improved electricity supply, rapid industrial 
growth is also foreseen. Given that there is both a demand 
for electricity and immense potential in Nepal to develop 
hydroelectricity, the question is what is stopping us from 
doing so.

Experts have identified various barriers to Nepal attaining 
its ambitious electricity production and use goals and 
targets. Lack of or insufficient commitment, accountability 
or performance related incentives in government, non-
government and private sector institutions are seen to 
be a key barrier. There are also major financial barriers 
ranging from irrational subsidies and complex subsidy 
delivery mechanisms to inadequate public funding and 
insufficient availability of adequate, affordable credit. Low 
technological and business innovations and low human 
resources capacity are also seen as other major barriers.

Government leadership in providing institutional clarity 
of the scope of implementation such as in ownership of 
targets, roles and responsibilities and classification of 
working boundaries will be vital. This has gained even more 
importance in federal Nepal with a seeming divergence 
in the understanding of roles and mandates accorded by 
the Constitution to the different levels of government. 
Thus, the apparent cliché "enhanced coordination of all 
stakeholders" has become more critical than ever. Improving 
financial access, including the rationalisation of subsidies 
and facilitating of credit, is another important area needing 

SUMAN BASNET
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action. Actions will also be required to make technology 
affordable through innovation and cost reduction. 
Capacity enhancement, increasing public awareness 
and related behavior changes, enhancing information 
management, commercialisation of energy access with 
business model development, focus on productive end-use 
and effective marketing need immediate actions. Last but 
most importantly, policy innovation is another major area 
needing urgent action.

There are several barriers that especially impede rapid 
hydropower development. The absence of a regulatory 
body was a long-felt need. With the establishment of the 
Electricity Regulatory Commission of Nepal, the sector is 
keenly watching as to how fast it will be fully functional to 
carry out its seemly vast roles and responsibilities.  Some 
of its actions should include establishing a progressive and 
dynamic tariff mechanism to determine market-based 
power purchase rates and retail electricity tariff, monitoring 
costs of electricity generation, safeguarding consumer 
interest, and making policies to involve local communities 
in benefit-sharing. 

An absence of an integrated power sector planning and 
forecasting institution, and uncoordinated actions of 
agencies is also a major barrier in the sector. Another 
obstacle is the limited cross-border market access to 
trade energy, which is important because Nepal produces 
hydropower largely through run-of-river projects and 
supply decreases in the dry season while there is over-
supply in the rainy months. Further, Nepal does not have 
adequate transmission lines and roads needed for building 
new projects, and to cost-effectively connect them to the 
grid. However, recent government efforts, including that 

through the Millennium Challenge Account-Nepal, will 
help alleviate these barriers. Nepal also urgently needs to 
balance storage and run-of-the-river hydropower schemes 
and generate energy from multiple sources—solar, wind 
and biomass. 

In the area of electricity distribution, some priorities 
include establishing separate agencies for electricity 
distribution management, possibly at the provincial level, 
enhancing private sector and community/cooperatives' 
role in distribution, and further reducing losses. This 
will require preparing and implementing an integrated 
electricity distribution master plan (which is currently 
under development), mobilising the private sector and 
community/cooperatives in electricity distribution, among 
others.

On the other hand, many hydropower installations in 
Nepal have been recently affected badly by earthquakes, 
landslides, and floods resulting in significant economic 
losses. Nepal is currently not well prepared to manage 
such disasters. Many international best practices exist 
for managing such emergencies, which Nepal has yet to 
internalise. Though Nepal has incorporated disaster risk 
management aspirations in national plans and there is a 
national focal agency for disaster management (Ministry 
of Home Affairs), Nepal does not have any dedicated 
policy, legislation, preparedness plans, database or 
regulatory institution for hydropower related disaster risk 
management. These are all important areas, which must 
receive the priority they deserve.

To conclude, Nepal's hydropower can be a blessing or a 
curse, based on the actions we prioritise and implement.
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CLEAN COOKING FOR ALL

POOJA SHARMA

It has been around 40 years when improved cook-stove 
(ICS) received recognition in government plans and 
programmes in Nepal. There is an increased awareness 
since then among the policymakers, practitioners and 
communities that inefficient use of firewood adds to the 
drudgery of women affects their health and threatens the 
fragile natural environment. However, public investment 
has been poor, demand is low and we are far behind 
the Sustainable Development Goal 7 (SDG7) targets of 
providing clean cooking access to all by 2030.

Practical Action, aninternational development 
organisation, thus initiated a market-based approach 
with the support from GIZ/EnDev and DFID, where we 
worked with private sectors and communities to create 
sustainable market systems of portable ICS and hood-
stoves in fourteen districts of Nepal. ICS suppliers and 
hood-stove entrepreneurs were provided with Results-
based Financing (RBF) incentives over a period of five 
years, which helped them to grow in their capacity over 
the period of five years since 2015 and deploy almost 
45000 ICS in rural communities. They offered a range of 
products, knowledge services and after-sales support and 
are expected to continue to meet the on-going demand on 
their own in the future too. 

LPG penetration was also found increasing, but in 
many of the rural communities we worked, LPG was 
used as a secondary source of cooking and biomass was 
still a primary source. Easy availability of biomass and 
their cooking practice always demand firewood. This is 
important to analyse when we are thinking of electricity 
surplus and e-cooking opportunities. But would 
e-cooking displace biomass cooking in rural areas and to 
what extent, is something to consider. The key variables 
of e-cooking are the cost of electricity, supply reliability, 

safety, stove quality, efficiency, and the after-sales services. 
Electric cooking is definitely a business incentive for 
Nepal Electricity Authority (NEA) with an additional 
1000 MW injected to the national grid next year. 
However, will the consumers  have the interest to pay for 
electricity while free or cheaper biomass is available or will 
they have the capacity to pay for the expensive electricity 
bill or the access to technical services in the vicinity if 
problems arise, are some points that need speculations. 
Similarly, household-level safety measures will also need 
to be considered, which will call for regulating the safety 
standards of wiring and qualities of circuit breakers as 
well. 

Hence, understanding the route to affordability and placing 
people’s safety and choice at the centre is crucial. People 
would need to understand it, use it and re-buy it; without 
which there is always the danger of people reversing to old 
technologies. Cooking here is related to women and buying 
clean cooking solution depends upon her decision making 
power, access and control over resources to purchase the 
product. Until and unless our plans are developed and 
measured inclusively, we are not going to progress towards 
inclusive energy access at scale. 

Poor People’s Energy Outlook 2018 (policy.
practicalaction.org/ppeo2018)
Our flagship publication “Poor People’s Energy Outlook 
2018” has also explored delivery at scale from a bottom-
up perspective, developing metrics to assess inclusion, 
scale, and the context for progress. We have analysed six 
core case studies from diverse contexts across the energy 
access sector including cooking energy, which focus on 
striking a balance between the race for scale and the need 
to reach ‘last mile’ communities. To achieve this balance, 
our analysis suggests we must:
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» Integrate planning and action for the grid and off-grid 
electricity, giving as much attention to clean cooking 
as electricity

» Tackle key aspects of inclusivity head-on with 
sufficient, targeted finance, dedicated staff, andtailored 
processes

» Address gender inequality to empower women and 
meet their cooking energy access needs, which will 
also help to boost businesses

» Address barriers to scale holistically, focusing more 
attention on aspects beyond supply, and committing 
public funds to addressing these goals

In our clean cooking and fuels examples, carbon finance 
was part of a package of measures to reduce the stoves’ costs, 
and in Kenya, households were enabled to access credit and 
spread payments over time. One of the challenges we have 

found is a lack of recognition of differing gender needs for 
energy and the barriers women face in accessing energy 
services reduces programme reach and equitable uptake. 
There is a growing recognition of the importance of 
boosting demand. However, in the example like of South 
Africa, we have found that negative perceptions of off-grid 
products and earlier distributed low-quality stoves can also 
suppress demand.

Debate continues on how best to use public funding to grow 
markets sustainably and reach the ‘last mile’, and how tariffs 
should be set to be equitable, affordable, and ensure more 
remote, poor communities can be viably served. Our case 
studies illustrate the importance of thoughtful decision-
making processes in achieving inclusive outcomes on a 
budget. Planning should address questions of inclusivity 
from the outset, with the right stakeholders around the table.
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INTERCONNECTING RENEWABLE ENERGY 
PLANTS TO THE GRID

BHAVIN PRADHAN

Renewable energy technologies have been a blessing in 
rural parts of Nepal, supplying crucial energy to rural 
households. In most of these places, Micro-hydro plants 
(MHP) and Solar home system (SHSs) are predominantly 
used as cost-effective alternatives to electrification. 
Expanding the national grid to rural areas is expensive 
due to the distance from the closest sub-station, lack of 
resources, scattered habitat and low electricity demand. 
Since the 1990s, the government proactively supported 
the development of alternative energy sources for powering 
rural areas in Nepal. Government subsidy and development 
aid backed by community investments advanced the use of 
these technologies in some of the most rural places of the 
country. As of 2018, RE technologies contributed more 
than 55 MW of the total electricity generated in Nepal.135 
Although this number is small, they have been vital in 
uplifting the lives of hundreds of thousands in rural Nepal- 
more than 3.6 million households have benefited from 
access to clean energy. MHPs have been the dominant RE 
source for electrifying rural households - by 2017, more 
than 2500 micro-hydro power plants with an aggregate 
capacity of almost 50 MW has been constructed.136 
However, these off-grid systems face a lot of challenges 
such as financial and institutional sustainability, low 
load factor (low utilisation of electricity), high transport 
and construction cost, poor long-term maintenance and 
repair, load management, and difficulty in ensuring quality 
control. On top of these challenges, arguably, the main risk 
faced by these plants is the arrival of the national grid to the 
area. The MHPs which had been constructed with much 
difficulty due to its expensive and resource-heavy nature are 
almost abandoned as soon as the national grid connection 
arrives  in the area. With higher quality and reliability of 
electricity service, it is natural for people to shift to the grid 

electricity and disconnect the micro-hydro. However, there 
is a solution to this problem- interconnection to the grid. 

Interconnecting these off-grid plants to the national 
grid or creating a mini-grid will save these plants from 
abandonment. Connecting them to the grid presents 
several benefits that include additional revenue due to 
increase plant load factor, and the option for the MHP to 
take in power when it is unable to meet its demand through 
its production. By diversifying the source, grid integration 
will also decrease transmission and distribution losses and 
improve the reliability of the system. Nepal Electricity 
Authority (NEA) and Alternative Energy Promotion 
Center (AEPC), government entities responsible for 
managing on-grid and off-grid projects respectively, are 
working together to promote the interconnection of MHP 
to the grid.

Similarly, there is a growing interest in interconnecting 
large solar plants to the grid. In 2017, the government 
announced its plan to build and connect solar power 
plants with a cumulative capacity of 850 MW within 
a decade.137 Solar power plants take around a year to 
complete, which compared to MHPs, is a really short 
time. This advantage, as well as the continued reduction 
in the price of solar cells in the market, has attracted the 
interest of many investors in solar projects. In 2018 itself, 
the Department of Electricity Development (DoED) 
awarded survey licenses to solar plants totalling 317 
MW.138 Additionally, AEPC and NEA have a subsidy 
scheme for household and institutional solar panels to be 
connected to the grid. These plants, when connected to 
the grid, will enhance the generation mix of electricity 
production in Nepal.
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The benefits of having a wider generation mix are crucial 
for Nepal. The increasing import of electricity from India 
poses a serious question on Nepal’s energy security. It is 
vital for Nepal to utilise its already established energy 
systems and add them to increase the total production. 

For rural Nepal, grid interconnection will bring an array 
of benefits: the increased reliable power supply will assist in 
income-generating activities, wider distribution coverage 
and help in uplifting the quality of life of people living in 
those areas.

Bhavin Pradhan is currently pursuing a PhD in Public Affairs from the Humphrey School of 
Public Affairs, University of Minnesota- Twin Cities.
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