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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 (%) 6.4%

GNI (PPP) 

Rank

 USD 3090

88
Inflation (annual %) 6.21%

Gross Capital Formation (% 
of GDP)

52% Agriculture sector 27%

HDI 0.579 Manufacturing sector 15.2%

Rank 147 Service sector 57.8%

*HDI figure from Human Development Report of the UNDP-2019
** Based on 3 months’ data of 2019/20 from Nepal Rastra Bank
*** Based on Annual Report of Nepal Rastra Bank 2075-76

 Sources: 
Left Table – Statistics time; The World Bank; HDI figure from Human Development 
Reports of the UNDP, 
Right Table - Budget 2017/18- Ministry of Finance, May 2017
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New political developments occurred in the last quarter wherein Prime 
Minister KP Sharma Oli reshuffled his Cabinet in a bid to address the 
government’s lacklustre performance. Nine Ministers were ousted from 
the Cabinet, in which six were from the federal level whilst three were 
from the state level and two ministers at the federal level had portfolios 
changed. Additionally, it also became known that KP Sharma Oli would 
complete his term in the position of Prime Minister, while NCP co-chair 
Pushpa Kamal Dahal will take over as the executive chair of the NCP. 

On the economic front, the y-o-y consumer price inflation stood at 6.21% 
as of mid-October 2019, in comparison to 4.68% in the same review 
period last year, raising a cause of concern. Another worrying figure is 
the reduction in inward remittance by 4.9% during the first quarter 
of the current fiscal. The decline in remittance could have substantial 
implications for Nepal to sustain economic growth. The current account 
deficit remained at a deficit of NPR 27.18 billion (USD 239.9 million). 
Such dull performance makes achieving forecasted economic growth of 
8.5% by the government doubtful. 

In the last quarter, NEF was able to organise various neftalk events on 
diverse themes successfully. NEF, in collaboration with International 
Labour Organisation (ILO) organised a second session of the ILO-NEF 
Dialogue Series titled ‘Making Skills Work’. The discussion examined the 
skills needed in Nepal’s perspective to achieve Vision 2030. Additionally, 
NEF collaborated with the United Nations Children’s Fund (UNICEF) 
and hosted an event titled ‘Preparing Young People with 21st Century 
Skills for a 21st Century Economy’. The event brought together diverse, 
global leaders from the business community, government, UN and civil 
society alongside young people to deliberate on innovative solutions, new 
investments and partnerships. At the event Henrietta Fore, Executive 
Director of UNICEF launched Generation Unlimited, a flagship UN 
program, empowering every young person to thrive in the world of work. 
A regional meet was also organised by the Himalayan Circular Economy 
Forum (HiCEF) to explore the opportunities and challenges of circular 
economy in the Himalayan region.

Lastly, the special section of this nefport edition features Trade Special, with 
a particular focus on the changing face of Nepali export. NEF would like 
to thank valuable contributors and especially Thakur Parajuli Statistical 
Officer, World Trade Organisation, Geneva, Switzerland), Vidur Ghimire 
(Phd), Sudip Bhaju and Sunil Chitrakar (Phd).

We wish all our readers a prosperous 2020 and as always, we look forward 
to your valuable comments and suggestions.

EDITORIAL
 

Sujeev Shakya
Chair, Nepal Economic Forum





NEFPORT ISSUE 39 – DECEMBER 2019 7

1
GENERAL

OVERVIEW



DOCKING NEPAL’S ECONOMIC ANALYSIS8

POLITICAL OVERVIEWPOLITICAL OVERVIEW

The ruling party has taken bold steps in restructuring its government, with major changes being 

made to the Cabinet of Ministers and the Provincial heads. This decision came in a bid to increase 

productivity; however, questions have been raised over the criteria of the reshuffle. Meanwhile, 

in an attempt to cement its relationship with neighbouring countries, the Nepal government 

hosted the Chinese and Bangladeshi Presidents. On the other hand, the government has been 

vocal in its stance towards sovereignty, and also the negation of criminal activity in office. 

The Cabinet gets reshuffled: In an 
attempt to mitigate the general public’s 
perception of non-performance 
towards the Nepal Communist Party 
government, Prime Minister KP 
Sharma Oli announced a new and 
reshuffled Cabinet on 20 October 
2019.  Six ministers and three state 
ministers were replaced by the ruling 
party to improve the government’s 
performance during its term.1 The 
Minister of Health and the Minister 
of Law, Justice and Parliamentary 
Affairs were also announced to switch 
their offices. The criteria against which 
offices were redistributed have not 
been clarified. While some ministers 
with questionable integrity have been 
let go, questions have been raised 
about the dismissal of others.2

The announcement was accompanied 
by the ruling party’s decision that 
KP Sharma Oli will continue in his 
role as Prime Minister till the end 
of the term. On the other hand, 
ruling party co-chair Pushpa Kamal 
Dahal (Prachanda) will now take 
over as the executive chair of the 
Nepal Communist Party focusing his 
attention on internal matters.3 

New Provincial Heads take 
up responsibility: Under the 
recommendation by the ruling party, 
President Bidhya Devi Bhandari 
appointed governors for all seven 
provinces on 4 November 2019.4 The 
appointment followed the dismissal 
of all federal representatives, the 
day before. While the ruling party 
remains stagnant on its claims that 
the dismissal was conducted through 
the exercise of constitutional rights 
under Article 165(1) (b), the main 
opposition the Nepali Congress has 
been condemning the move.5 

While Governors serve for a term of 
five years, their removal came early and 
without determinate cause, leaving 
their removal to be questionable. The 
removed governors were appointed by 
the Deuba-led government. 

India releases map with questionable 
territory demarcations: India released 
a map to address the bifurcation of 
Jammu and Kashmir. The map was 
met by public criticism in Nepal for 
the inclusion of Kalapani, a 35 square 
kilometre area,  as a territory of India. 
India considers Kalapani as a part of 

Uttarakhand’s Pithoragarh district 
while Nepal strongly maintains 
its claim that Kalapani has always 
remained a part of Darchula district.6 

The Ministry of Foreign Affairs 
of Nepal subsequently released a 
statement asserting that Kalapani was 
within Nepal’s territory. Contrarily, 
the Ministry of External Affairs of 
India has maintained that the new 
map does not revise the boundary 
with Nepal. They also stated that there 
had been no changes in cartography 
and the existing borders with Nepal.7

Survey Department Officials of Nepal 
have pointed out that the new map 
strategically avoids naming Kali River 
as Nepal has historically maintained 
its territory east of the river.8 PM 
Oli has announced that the deep-
seated issue shall be resolved through 
diplomatic procedures. 

Politics marred by criminal charges: 
Parliament speaker Krishna Bahadur 
Mahara was accused of attempted rape 
on 29 September 2019 by Roshani 
Shahi.9 Following the charges, 
Mahara was immediately advised to 
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resign by the ruling party. While his 
first resignation was contingent, he 
immediately had to submit another 
resignation letter as his first letter was 
disapproved by the Deputy Speaker 
of the Parliament. He was taken into 
police custody on 6 October 2019 
after his removal from his position 
as the Speaker of the House. If 
convicted, Mahara might face up to 
10 years in confinement.10 

Similarly, there was another case 
where a Member of Parliament got 
arrested under criminal charges. The 
Rajpur Farhadwa massacre case in 
2008 offered evidence to criminalise 

Rautahat MP Mohammad Aftad 
Alam. The Nepali congress politician 
is accused of burning dozens of people 
alive in a brick kiln before the 2006 
elections.11 

Xi Jinping and Abdul Hamid visit 
Nepal: The Chinese president Xi 
Jinping visited Kathmandu on 12 and 
13 October 2019.12 The two countries 
signed numerous agreements during 
Xi’s visit. President Xi made a bold 
statement calling Nepal and China 
strategic partners, considering that 
only India was regarded as Nepal’s 
strategic partner following the Peace 
and Friendship Treaty of 1950.13 

Amongst the 20 agreements signed, 
Nepal has extended its support to the 
Belt and Road Initiative (BRI) and 
reiterated the “One China Policy”.14 
Though the visit remained historical, 
it remains unclear what Nepal 
garnered as quid pro quo.

The President of the People’s Republic 
of Bangladesh, Mohammad Abdul 
Hamid, visited Nepal on 12-15 
November 2019 at per the invitation 
of Nepali President Bidhya Devi 
Bhandari.15 The visit was inclined 
towards establishing goodwill between 
the two countries.

OUTLOOK“
The ruling party promises effective conduct with the renewed office appointments, both in the Cabinet and provinces. 
They have also held a firm ground on sovereignty and condemnation of criminal activity. The rationale behind the 
changes in the office, however, remains obscure and the claims of better functioning remain to be tested. 
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INTERNATIONAL ECONOMYINTERNATIONAL ECONOMY

As countries address their individual need to increase their economic prowess, the general 

fear of an economic shutdown threatens the goal. The latest studies demonstrate that the 

inability to adapt and include climate-relevant economic policies while not investing in fighting 

climate change could lead to potential setbacks. With nations struggling to grapple with the 

changing economic needs, global economic growth is at a decade low which calls to be 

addressed.

Brexit to affect UK growth rate: 
The Organisation for Economic 
Development (OECD) has predicted 
that the UK will suffer a slowdown 
of 1% over the next year even if a 
no-deal Brexit is avoided.16 The no 
deal departure could possibly create 
significant damage to the economy, 
especially if it triggers turbulence in 
financial markets. 

The OECD has further predicted 
that the trade war between the US 
and China leaves the UK exposed 
to global risks, but an exit from the 
EU without a deal would slice the 
growth rate by 3%.17 It has further 
been speculated that Britain’s future 
remains particularly uncertain insight 
of the general elections in December.

World Bank releases doing business 
index: The World Bank released 
its Doing Business 2020 report on 
24 October 2019.  Out of the 10 
indicators—including construction 
permits, electricity supply and 
taxation—used by the World Bank, 
Nepal has managed to increase its 
position to the 94th rank, a leap from 
the 110th position the previous year.18 

The report includes India and China 
in the top 10 positions for the most 
improved in recognition for their 
efforts in increasing the ease of doing 
business.19 Despite complaints from 
the US amidst the trade war, the report 
has credited China with increased 
efforts towards protection of minority 
shareholders and an improvement in 
port infrastructure. 

Nepal ranks 37th in getting credit 
and the World Bank has noted 
the expanded coverage of the 
credit bureau in a positive light. 
Other notable improvements 
include improved online portals 
and an enhanced quality of land 
administration by publishing official 
service standards for delivering 
cadastral maps. 

Climate change threatens 
global economic shutdown: 
The Organisation of Economic 
Cooperation and Development has 
portended that extreme weather 
events could lead to a disruption of 
economic activity and leave lasting 
damage in economic growth.20 It 
has further been stated that while 

climate change poses a longer-term 
challenge, it has already impacted 
business investments. Climate 
change could also impact growth 
and employment if a clear direction 
of carbon prices and standard 
regulations are not drafted. 

The Global Commission on 
Adaptation has also predicted that 
an investment of $1.8 trillion over 
the next decade towards measures to 
combat climate change could yield 
benefits of over $7 trillion.21 The 
commission, led by former Secretary 
General Ban Ki Moon, asserted the 
responsibility of climate protection 
on the wealthiest and called for 
investments in warning systems, 
infrastructure, improving dryland 
agriculture, restoring and protecting 
mangroves and water.

A call to action had been spoken 
by the Climate Action Summit 
in New York.22 With the Youth 
Climate Summit and subsequent 
demonstrations, the responsibility of 
all political leaders globally to take 
action has been invoked.
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Protests over WhatsApp tax in 
Lebanon: Massive protests broke 
down on the streets of Lebanon as a 
new tax was proposed on internet calls 
through services like WhatsApp. The 
protests have paralyzed the country 
with the closure of banks, schools and 
highways. Corruption, nepotism and 
an entrenched political class followed 
by a deteriorating economy have been 
a big problem for Lebanon’s citizen. 
The WhatsApp tax was the last straw 
as demonstrators were angry at their 
leaders’ failure to deal with a stagnant 
economy.23 

Saad Hariri resigned from his position 
as Prime Minister of Lebanon on 29 
October, in response to the large-scale 
anti-government protests. However, 
he is taking office as a caretaker 
Prime Minister, as asked by Lebanon’s 
President Michel Aoun. However, 
there is a need for massive economic 
reform. The UN Security Council 
have also urged the authorities to 
implement meaningful economic 
reforms in a timely fashion.24 

Global growth at decade low: The 
global economy is growing at the 

lowest rate in a decade, prompting 
governments to delegate central 
banks to revive investments. The 
global economy is projected to grow 
at 2.9% according to Organisation 
for Economic Cooperation and 
Development (OECD) predictions.25

The OECD asserts that governments 
are failing to understand and 
channel policies towards addressing 
overarching issues, such as 
digitalisation and climate change, and 
failing to address them in a structural 
manner in fiscal policies.26

OUTLOOK“
Global economic growth has proven to be more interconnected than ever before. Countries have started to face the 
imminent threat of climate related impacts globally. With climate change is demanding immediate attention- and the 
investment to curb its impacts the richest economies have been called upon to direct their financial resources towards 
the cause. It remains contingent, though, how nations rise to enact climate-relevant policies at the turn of the decade.
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MACROECONOMIC OVERVIEW
The year-on-year (YoY) inflation level inflated to 6.21% over the past three months of FY 

2019/20, nevertheless the inflation is within the targeted level of 7%. On the other hand, 

Nepal's trade deficit continues to widen as merchandise import increased to NPR 308 billion 

(USD 2.73 billion).  

MACROECONOMIC OVERVIEW

Inflation: The inflation rate, 
measured by the Consumer Price 
Index (CPI), has increased to 6.21% 
in mid-October (see Figure 1). It 
stood at 4.7% over the same period 
the previous year. Food inflation 
increased significantly, which was 
caused by the decreased in prices of 

pulses and legumes, spices, vegetables 
and fruits. Non-food inflation also 
rose slightly. 

Inflation wedge between Nepal 
and India: The inflation wedge, 
measured as Year-on-year (YoY) 
change in the CPI of India and 

Nepal has moderately increased to 
2.5%, as shown in Figure 2. The 
YoY percentage change in the CPI 
in Nepal and India and the inflation 
wedge in the corresponding period 
for FY 2018/19 over the same period 
last year, stood at 1.3 % as shown in 
Figure 3.

Figure 1: Year on year inflation measured by Consumer Price Index (CPI) for twelve months of FY 2018-19 & 2019-20

Source: Current Macroeconomic Situation of Nepal (Based on the three months data of 2019/20), Nepal Rastra Bank
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Figure 2: 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 three months data of 2019/20), Nepal Rastra Bank

Figure 3: Year-on-year change in inflation wedge (based on CPI) between Nepal and India in FY 2018-19 & 2019-20

      Source: Current Macroeconomic Situation of Nepal (Based on the three months data of 2019/20), Nepal Rastra Bank
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Import-export and trade deficit: 
Merchandise imports have decreased 
by 10.3% to NPR 334.95 billion 
(USD 2.97 billion) in the three 
months of FY 2019/20, as shown 
in Figure 4 compared to increase 
of 43.6% in the same period of the 
previous year. Merchandise exports 
increased by only 14.4% to NPR 
27.27 billion (USD 242 million) in 
the three months of FY 2019/20. The 

corresponding figure was 16.1% 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 increment in exports, 
Nepal's YoY trade deficit narrowed to 
307.78 billion, compared to 26.9% 
in the same period the previous year, 
as shown in Figure 5. Nepal's trade 

deficit now stands at NPR 307.78 
billion (USD 2.73 billion). 

Government revenue: Government 
revenue collection increased by 10%, 
amounting to NPR 211 billion (USD 
1.87 billion). The revenue collection 
had increased by 40% to NPR 200 
billion (USD 1.78 billion) in the 
corresponding period of the previous 
year as shown in Figure 6.

Figure 4: Year-on-year percentage change in merchandise imports in review periods in FYs 2018-19 and 2019-20

Source: Current Macroeconomic Situation of Nepal (Based on the annual data of 2019/20), Nepal Rastra Bank
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Figure 5: Year-on-year percentage change in merchandise exports in review periods in FYs 2018-19 and 2019-20

        Source: Current Macroeconomic Situation of Nepal (Based on the three months  data of 2019/20), Nepal Rastra Bank

Figure 6: Year-on-year percentage change in trade deficit in review periods in FYs 2018-19 and 2019-20

    Source: Current Macroeconomic Situation of Nepal (Based on the annual data of 2018/19), Nepal Rastra Bank
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Figure 8: Year-on-year change in government expenditure during the review period for FY 2018-19 and 2019-20

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

Figure 7:  Year-on-year percentage change in revenue collection during the review periods for FY 2018-19 and 2019-20

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 173.32 billion (USD 1.54 
billion), compared to NPR 170.95 

billion (USD 1.52 billion) previous 
year, as shown in Figure 8.

OUTLOOK“
To achieve the aspired economic goals, Nepal needs to focus on new, interactive notions of economic development (apart 
from hydro and tourism) supported by robust investment in infrastructure and manufacturing industries. Such investment in 
infrastructure will help to mobilise economic actors ranging from financial institutions to labourers. Doing so will help Nepal 
achieve and sustain the year-on-year targeted economic growth of 7%-10% and considerably expand the economic size from 
the current level of USD 34 billion. 

As political fragility becomes a thing of the past, Nepal can learn and execute from the economic development model of other 
countries like South Korea, Malaysia, and Singapore, among others. The extraordinary upsurge of the so-called Four Asian 
Tigers (Hong Kong, Singapore, South Korea and Taiwan) was primarily based on the strong development of the manufacturing 
industry and equal distribution of the wealth. In this regard, Nepal can prioritise the growth of indigenous Small and Medium 
Enterprise (SME), which will concurrently help in increasing employment and export. Likewise, considering the demographic 
situation of Nepal, investment towards physical and human capital should also be prioritised. Currently, approximately 40% 
of the population is in between the age group of 18-40, so Nepal does have the robust foundation of an economically active 
human resource. However, in 20 years, the size of the economically active population will decrease substantially; the right 
vision and proper investments are required to prolong the process of economic development for a substantial time.
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AGRICULTUREAGRICULTUREAGRICULTURE

Numerous government-backed initiatives have been implemented this quarter to address 

problems facing the agricultural sector. As an intervention to protect farmers against price 

fluctuations, the Cabinet has announced minimum support price (MSP) for paddy. Similarly, 

the state has doled out various programmes to attract youths in agro-businesses, such as 

the ‘Youth in Agriculture Program’, and increment in the insurance premium, among others. 

However, many acres of agro-products were destroyed during the review period due to 

armyworm disease across Province 1.

Cabinet announces minimum 
support price of paddy: The 
government has announced a new 
Minimum Support Price (MSP) for 
paddy as farmers prepare to harvest the 
crop across the nation. For the current 
fiscal year, the Ministry of Agriculture 
and Livestock Development 
(MoALD) has proposed to hike the 
MSP by an average of 7% to NPR 
26 (USD 23.07) per kg for common 
paddy. Last year, the government 
had fixed the floor price at NPR 
24.60 (USD 21.82) for the same. 
Similarly, the MSP for ‘mota dhan’ 
has also been set at NPR 25 (USD 
22.18) per kg, up from NPR 23.32 
(USD 20.69) last year. The Ministry 
has made these changes to protect 
farmers against sudden slumps in 
the market price of agro-products as 
MSP is what the government would 
pay to the farmers for their crops 
when there are no other buyers in the 
market.  Introduction of new pricing 
could further encourage farmers to 
grow more crops throughout the year, 
irrespective of their output.27

Surge in insurance premium of 
farm sector: The insurance coverage 

in the farming sector has increased by 
a notable amount due to government 
subsidies on premium. According 
to the Insurance Board (IB), the 
government has provided subsidies 
totalling NPR 631.44 million (USD 
5.60 million) to farmers in the 
previous fiscal year (FY) 2018/19. 
In the current FY 2019/20, the 
government is offering subsidy 
equivalent to 75% of the same 
premium amount. Similarly, the board 
has also enforced over two dozen 
district insurance policies to cover 
major livestock and crops produced 
in the country such as ginger, coffee, 
paddy, mushroom, potato, sugarcane, 
seed, vegetable, turmeric, cardamom, 
banana, cattle, fish, poultry and goat. 
Farmers can now also claim insurance 
if their crop or livestock is damaged 
from fire, lightning, earthquake, 
flood, inundation, drought, landslide, 
tornado, hailstorm and snowfall along 
with losses due to pests and other 
diseases.28

Farmers yet to receive government’s 
grant: According to the District 
Treasury Controller’s Office (DTCO) 
in Siraha, sugarcane farmers are 

yet to receive the NPR 84,167,000 
(USD 746.88 thousand) promised 
in grants to them by the government. 
The concerned ministry has not 
released the amount as of yet due to 
internal constraints. Farmers who 
sold sugarcane to the ‘Himalaya 
Sugar Mills’ situated in Nahar Rural 
Municipality-3 of Siraha district are 
yet to receive this payment, which 
was guaranteed to them by the end of 
FY 2018/19.29 Hence, the sugarcane 
producers are doubtful about 
associating themselves with the sugar 
mill in the current fiscal year.

‘Youth in Agriculture’ programme: 
The government is all set to launch 
the ‘Youth in Agriculture’ programme 
from December 2019. The NPR 
500 million (USD 4.36 million)-
programme is being launched in 25 
districts across seven provinces to 
attract youth in agro-businesses vis-
à-vis retaining them in the country. 
The programme will benefit around 
500 youths by providing them with 
incentives and opportunities in the 
domestic labour market. Initiated 
under the ‘Prime Minister Agriculture 
Modernisation Project’, the 
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beneficiaries under this programme 
can get up to NPR 2 million (USD 
17,446) in subsidies as per the 
‘Agriculture Business Promotion 
Grant Procedure 2018’. According 
to the scheme, citizens between 
the ages of 18-45 can apply for the 
programme. Similarly, the beneficiary 
also needs to own land wherein 
he bears at least 50% of the total 
investment. The project is estimated 
to be implemented in Sunsari, Jhapa, 
Bhojpur, Taplejung of Province 1; 
Rautahat, Sarlahi and Bara of Province 
2; Dhading, SIndhupalchowk, 
Chitwan, Kathmandu of Province 
3; Baglung, Parbat, Gorkha, 
Nawalparasi of Gandaki Province; 
Gulmi, Arghakhanchi, Rolpa, 
Pyuthan, Kapilvastu, East-Rukum of 
Province 5; Salyan and West-Rukum 
of Karnali Province; and Kanchanpur 
and Kailali districts of Sudurpaschim 
Province.30

Floriculture attracts youths: Nepal 
is on a path of becoming self-reliant 
in floriculture due to the increase in 
domestic production over the past 
few years. Almost 80% of the demand 
for flowers in Nepal is met through 
domestic production, while the 
remaining is met with imports from 
India. According to the Floriculture 
Association of Nepal (FAN), the 
floriculture business is getting popular 
in recent years and the production of 
different varieties of flowers has been 
increasing. As the country is already 
self-reliant in flowers like globe 
amaranth and chrysanthemum, the 
economy could soon substitute flower 
imports. Local government initiatives 
such as free floriculture training to 
youths, along with the introduction of 
encouraging and supportive policies 
have further attracted people to work 
in this sector. However, the country 
still has to rely on Indian imports for 
marigold and roses on occasions such 
as Valentine’s Day and Tihar festival 

due to the excessive surge in domestic 
demand.31

Government to provide farmers 
with compensation: The new variety 
of paddy seeds- ‘Garima’, which was 
planted extensively along the Terai 
plains across Province 3, has failed 
in producing any grains even though 
the plants have grown smoothly. 
The government for the past five 
years had been advocating traders to 
import Garima paddy seeds which 
were supposed to bring high yields. 
However, the farmers have suffered 
heavily due to low yields this season. 
Thus, the government has decided 
to provide the affected farmers 
with compensation as per the ‘Seed 
Compensation Directive 2016’.32 The 
MoALD has formed a committee to 
assess the actual losses incurred by 
farmers whose production has been 
affected. The committee members 
have been coordinating with the 
local governments to find out the 
actual damages mainly in districts of 
Chitwan, Kailali, Kanchanpur, Dang 
and Kapilvastu, where a large number 
of farmers had used the defective 
seeds.

Unknown disease ravaging 
banana plantation: Commercial 
banana plantations in Eastern 
Nepal, especially in Barshadashi 
rural municipality in Jhapa, have 
been destroyed with an unidentified 
disease. The disease first appeared 
about six months ago and has spread 
to various plantations ever since. 
Once infected, the corn--a swollen 
underground stem of the popular 
fruit--decays and their leaves turn 
pale yellow. In the previous fiscal year, 
around 28 farmers in the region had 
retired from paddy cultivation and 
they had leased around 48 bighas of 
land for commercial banana farming 
due to its high profitability. Although 
the officials from the Agriculture 

Knowledge Centre (AKC) have 
inspected the affected plantations, 
they are yet to identify the disease. 
Thus, with the help from the Centre, 
farmers are sending the samples to 
Indian laboratories to identify the 
disease. The disease had spread at a 
time when the farmers were planning 
to lease another 50 bighas of land 
for commercial banana farming in 
view of good profits associated with 
it. But with the identification of the 
strange disease, farmers are hesitant 
in investing more towards banana 
plantation.33

Italian breed of apple gives new 
hope for Jumla farmers: Farmers at 
Chandannath Municipality across 
Jumla are busy harvesting new breed of 
Italian apples. The introduction of the 
new variety of apple has increased the 
domestic export prospect of farmers in 
the same region. More visitors are also 
visiting such apple orchard to taste 
and buy the fruit. Different types of 
Italian apples, including red, golden, 
red chief and Fuji are being grown in 
significant numbers. A total of 2,700 
apple saplings were grown in the 
orchards in FY 2018/19, out of which 
2,200 apples trees have borne fruits. 
A single tree is bearing as much as 32 
kilograms of apples. Traders are also 
using different types of packaging and 
labelling for the produce, wherein, ‘A’ 
and ‘B’ grade apples are sent to the 
market as consumption fruits and ‘C’ 
grade apples are used in making apple 
brandy. Similarly, ‘A’ grade apples 
are being sold for NPR 150 (USD 
1.33) per kilogram while ‘B’ and ‘C’ 
grade apples are being sold for NPR 
100 (USD 0.88) and NPR 50 (USD 
44.3) per kilogram, respectively. This 
success of Italian apples, first bought 
into the district to test their feasibility, 
has elated farmers by expanding their 
source of income.34

Farmer’s Market cut out middlemen 
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in Pokhara Metropolis: The Pokhara 
Metropolitan Office (PMO) has set 
up a ‘Farmers Market’ to connect 
farmers and consumers without the 
involvement of any middlemen. 
This initiative by the metropolitan 
committee is aimed to reduce the 
workload on both the sellers and 
buyers across the city. Previous to this, 
the farmers were selling their produce 
to the middlemen who then used to 
sell it to the final consumers at a much 
higher rate. It has been found that the 
middlemen were purchasing the agro-
products at NPR 200 (USD 1.77) per 
kg and selling the same at NPR 500 
(USD 4.43) to a retailer. By the time 
the produce reaches the market, it was 
priced at NPR 800 (USD 7.09) per 
kilo. Thus, neither the producers were 
getting a proper share in the supply 
chain nor were the consumers getting 
a fair price. Instead, the middlemen 
were thriving at the expense of both 
the consumers and the producers. 
Thus, the farmers market was built 
at the cost of NPR 1.1 (USD 9.76 
thousand) million to accommodate 25 
farmers at once. Although the market 
only runs on Saturdays, farmers 
are already praising its efficient and 
transparent operation.35

American armyworm wreaks havoc 
in Province 1: American armyworm 
has destroyed maize and paddy 
planted by more than 10,000 farmers 
in eight districts of Province 1. The 

insect, which had first appeared 
about a month ago in Okhaldhunga 
of the same province, has destroyed 
plantations of farmers in about 
2,710-hectare land. According to 
Province 1 Agriculture Development 
Directorate in Biratnagar (ADD), 
the insect has destroyed the fields 
mainly in Panchthar, Okhaldhunga, 
Bhojpur, Khotang, Dhankuta, 
Terhathum, Udayapur and Jhapa 
districts. Officials from ADD said 
that the armyworm was an insect of 
the butterfly group which could fly 
up to 100 kilometres in search of a 
residence and proper food. Hence, the 
farmers have formed the ‘Army Worm 
Victim Protest Committee (AVPC)’ 
to press the government to provide 
them with compensation for their 
crop failure along with mechanisms 
to control the pest.36

Improvements in Dairy farming: 
Milk farmers in Tanahun district have 
reported better income following an 
improvement in the management 
of milk production and its supply. 
The initiative to upgrade the dairy 
market was taken by the Parshuram 
Municipality and the Alital Rural 
Municipality. The new improvements 
have increased the income of farmers 
and milk collectors as of now--one 
farmer is selling at least 15 litres 
of milk on a daily basis. Also, the 
establishment of four more milk 
centres has eased the process of 

collecting milk produced by farmers 
individually or in a group. Around 250 
households are dependent on dairy 
farming for their livelihood across 
the district. Thus, this upgradation 
has increased their income level 
along with opening new avenues of 
development for them. Currently, 
an average of 2,500 to 3,000 litres of 
milk is being collected daily, which 
is sold for NPR 110 (USD 0.88) per 
litre.37

Cattle pregnancy to get cheaper: 
Pioneering innovation in 
biotechnology has promised to help 
cut the cost of determining cattle 
pregnancy to almost a fifth if things 
go as planned. Sumeena Karki, a 
biotechnology graduate from Nepal, 
and her team of four girls are working 
towards marketing a low-cost kit 
to check whether a female cattle is 
pregnant. The ‘Rapid Pregnancy 
Detection Kit’ can help in identifying 
pregnancy in cattle within a month 
by using its milk and blood samples. 
Currently, a vet normally charges 
from NPR 300-500 (USD 2.66-4.43) 
to detect pregnancy and the cattle 
owner has to visit three times. But 
with the help of the kit, one can find 
their result at once and the cost for the 
same ranges between NPR 200-300 
(USD 1.77-2.66). Once inaugurated, 
the tool-kit will be a first of its kind 
in Nepal that can detect pregnancy 
through milk-samples.38

OUTLOOK“
For Nepal to develop and become self-reliant in agro-commodities, the government needs to channel in comprehensive policies 
and create competitive markets. Similarly, subsidies and grants to farmers should be provided on time. Lack of standardised 
machines is still compelling our domestic farmers to depend on Indian machinery and technologies in case of any obstacle. 
Thus, agriculture being the backbone of the nation needs more focus and attention from the government, or else the economy 
will be obliged to depend on imports as well as supports.
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South Asia's first cross-border oil 
pipeline: The 69-kilometre petroleum 
pipeline from Motihari in India to 
Amlekhgunj in Nepal is the first ever-
cross border pipeline in South Asia. 
The pipeline was built by the Indian 
Oil Corporation (IOC) in cooperation 
with the Nepal Oil Corporation 
(NOC) and was completed 15 months 
ahead of schedule. India funded INR 
3.24 billion (USD 45 million) for the 
completion of the project that would 
supply 394 kilolitres of petroleum 
products per hour and will ensure 
stable import of petroleum products 
from India at a lower cost.

USD 60 million deal signed to build 
hydropower plant on the Trishuli 
River: A run-of-the-river hydropower 
plant is set to be built on the Trishuli 
River. The Asian Development Bank 
(ADB) signed a USD 60 million 
financing deal with the Nepal Water 
and Energy Development Company 
Private Limited (NWEDC) to help 
build and operate the 216 MW 

hydropower plant.40 The project, 
which is one of the largest private 
sector investments in Nepal, is set to 
improve energy sufficiency by utilising 
the hydro resources all the while 
reducing power imports. Over 1200 
gigawatt hours of clean electricity is 
anticipated to be produced and fed 
to the national grid. Currently, Nepal 
produces approximately 1131.89 
MW of electricity through hydro, 
solar and thermal sources.

Petroleum exploration continues: 
In Dailekh, the Chinese Geological 
Survey team has intensified the 
petroleum exploration work. 
Probability of petroleum reserves 
in Dailekh district is set in two 
locations: one in Dungeshwor Rural 
Municipality and the other Dullu 
Municipality. An agreement was 
signed between the Department of 
Mines and Geology of Nepal and 
China Geological Survey of China 
on February 2019 to commence 
petroleum products exploration.

32.5 MW electricity from alternative 
energy sources: Alternative energy 
sources such as micro-hydro, solar, 
wind and biogas contributed in the 
generation of 32.5 MW power in 
the nation. Various programmes and 
projects are ongoing in cooperation 
between the Government of Nepal 
(GoN) and multiple development 
partners along with the private sector 
leading to power generation. Active 
participation of local governments has 
ensured increased power production 
and consumption through alternative 
sources in rural areas than in the urban 
sectors. Solar Home Systems (SHS) 
in 911,000 households have been 
installed. In contrast, approximately 
two thousand Institutional Solar 
Power System (ISPS) in various 
public institutions, schools, health 
posts, hospitals, snakebite treatment 
centres and birth centres have been 
installed.41  Additionally, 563 (KW) 
of solar and solar and wind energy 
mixed mini-grid systems have been 
installed and are under operation.

The global market for small hydropower is projected to reach USD 3 billion by 2024. The 

current market size is estimated at USD 2.6 billion and expected to grow at a compound 

annual growth rate (CAGR) of 2.4% in the forecasted period.39 Increase in investments in 

small hydropower is driven by the expected increase in the demand for small hydropower. 

Such an increase is particularly to be seen in the electrification of rural areas in developing 

countries. Additionally, financial incentives and assistance in the form of low-interest loans, 

grants renewable purchase obligations and feeding tariffs would further facilitate growth. 

Asia Pacific region is anticipated to lead the global small hydropower market in terms of 

market size, followed by Europe and North America. China, Vietnam and India are the 

largest contributing countries in the Asia Pacific market.
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400 kVA cross border transmission 
line: An agreement was reached 
between Nepal and India during 
the Joint Steering Committee 
energy meeting to construct Butwal-
Gorakhpur transmission line. The 
two countries will have 50:50 equity 
in the construction of the 400-kVA 
construction line. Furthermore, 
the two nations will set up a joint 
government-to-government company 
to complete the project. Of the 
total 140-kilometre cross border 
transmission line, 20 km falls in 
Nepal and 120 km falls within the 
Indian territory.42  Additionally, 80% 
of the project construction is going 
to be financed through loans whilst 
financing of the remaining 20% 
would be divided between Nepal and 
India equally.43 

Twenty-five percent work 
completed in Arun 3 : The 900 
MW hydropower project’s 25% 
of construction work has been 
completed since it began in May 
2018. The project is export-oriented, 
peaking run-of-river (PRoR) with 
a production capacity of 4018.87 
million units of electricity per year. 
The project is scheduled to complete 
by 2022 and is being built on an 
investment of USD 1.4 billion.44 

Smart meters to conserve energy: The 
Nepal Electricity Authority (NEA) 
is working to install smart meters in 
the Kathmandu Valley. Under the 
‘Kathmandu Valley Smart Metering 
Project’, the NEA aims to install smart 
meters in 90,000 households, which 
would be served by the Maharajgunj 
and Ratna Park distribution centres. 
Smart meters once installed would 
improve meter-reading costs, enable 
tariffs based on time or load and cut 
aggregate technical and commercial 
loss.45   

Construction of Nepal’s largest 
solar power project at standstill: 
The construction of the 25 MW 
solar photovoltaic power plant in 
Nuwakot started in April last year 
with a completion target time of 
one year. However, well over a year 
and a half has passed with no sight 
of completion. To exacerbate the 
issue, the project has encountered 
litigation disputes along with 
untimely site clearance for the project 
construction. A solar power plant 
with the power production capacity 
of 1 MW requires 1.5 hectares of 
land and hence 25 MW of power 
plant requires 40 hectares of land. 
So far, only 10% of the required land 
has received clearance. The estimated 
cost of the project is NPR 4 billion, 
funded by the GoN and the NEA 
with a provision of concessional loan 
from the World Bank. The energy 
generated from the solar power plant 
would be fed to the national grid.

Infrastructure development tax 
collected: NPR 37.17 billion as 
infrastructure tax was collected from 
the import of petroleum products. 
The collected amount would be 
allocated for the construction of 
Budhi Gandaki Hydroelectric Project. 
The Government of Nepal has been 
levying infrastructure tax of NRP 5.0 
per litre on petrol, diesel and aviation 
fuel since the budget announcement 
of the FY 2016/17. Budhi Gandaki 
Hydroelectric Project is the 1200 
MW national pride storage project 
located in the districts of Gorkha and 
Dhading in the Budhi Gandaki River.

400 KV Nepal-China transmission 
line: The cross-border transmission 
line between Nepal and China 
will be built in government-to-
government (G2G) model as per 
the agreement signed between the 

Power trade between Nepal and 
Bangladesh: If all goes well, Nepal 
would be exporting electricity to 
Bangladesh through India. The three 
countries have decided to hold a 
tripartite meeting to discuss the supply 
of power from Nepal to Bangladesh 
by using Indian transmission 
network. The meeting would address 
the issues regarding the transmission 
modalities and commercial terms 
for using the Indian transmission 
network. Following the amendments 
made in regulations regarding the 
cross border power trading by India, 
tripartite agreements have been made 
acceptable. This has allowed Nepal 
and Bangladesh to initiate talks to 
trade power via India.

Additionally, Bangladesh has shown 
a keen interest in investing in Nepal’s 
hydropower projects. Bangladesh 
had earlier proposed to import about 
9,000 MW of electricity from Nepal 
in the course of a decade.

Joint agreement to build Tamor 
reservoir hydropower project: 
Hydroelectricity Investment and 
Development Company Ltd 
(HIDCL) of Nepal and state-
owned Power China Corporation 
would construct the Tamor reservoir 
hydropower plant. The construction 
of the 762MW-reservoir hydropower 
project is expected to commence 
by the next fiscal and completed by 
2025. The project would be built 
on a government-to-government 
(G2G) basis under the public-private-
partnership (PPP) model. The share 
structure of the project would be 
46:54%, wherein the Nepali firm 
would invest 46% while the Chinese 
firm would spend 56%. The Tamor 
reservoir project would spread across 
Panchthar, Taplejung, Terhathum and 
Sankhuwasabha districts. 
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OUTLOOK“
As the work on the 456 MW Upper Tamakoshi Hydropower project picks momentum, there are high hopes on it from the nation. In 
the first place, the national pride project upon completion is expected to meet the power demand and improve energy security by 
stabilising supply. Second, it would mean that Nepal would be an energy surplus nation once the power plant starts commercially 
producing electricity. Being an energy surplus would end electricity imports from India and Nepal would be in a position to export 
electricity to India, reducing the ballooning trade deficit. However, another important aspect of electricity generation is the ability 
to distribute it through adequate infrastructure. The Hetauda-Dhalkebar-Duhabi 220 kVA double circuit transmission line would be 
vital in the distribution of power generated by the Upper Tamakoshi hydropower plant. However, the construction of transmission 
line has met severe delays due to issues pertaining to forest clearance, easement rights and shoddy performance by contractors. 
Hence, without the availability of necessary distribution networks, the completion of the Upper Tamakoshi Hydropower project 
would not bring much relief to the power demand of Nepal and its vision to become energy sufficient.

two nations. The transmission line 
would be first of its kind between 
Nepal and China consisting of 

214 towers. The transmission line 
would be 400 KV circuit in Nepal 
side and 500 KV double circuit 

in the Chinese side. The project 
is expected to be completed in six 
years.
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Infrastructure is important for economic growth and poverty alleviation in the country. Different 

types of infrastructure such as road, railway and airports are needed to push the country towards 

the path of economic development.  

Conversion of TIA into a boutique 
airport: Civil Aviation Authority 
of Nepal (CAAN) is evaluating 
proposals for the renovation of 
Tribhuvan International Airport 
(TIA) into Boutique Airport. As per 
the work progress report published 
by CAAN, 37% of terminal building 
expansion has been completed while 
33.87% of the expansion of south 
runway including 80% of taxiway 
rehabilitation work and installation 
has been completed.46  

Gautam Buddha Airport delay 
in completion despite extended 
deadline: The airport constructed 
under the South Asia Tourism 
Infrastructure Development project 
of the Asian Development Bank 
(ADB) is again facing delay despite 
the extended deadline of March-end 
2020. It is estimated that out of the 
net available funding amount of USD 
2.96 billion (NPR 334 billion), 54% 
has been contracted out and 55% 
been disbursed as of October.47 

Pokhara international airport make 
progress and near completion: 
It is estimated that at the current 
pace of construction work, Pokhara 
international airport will be completed 
by December 2020 although the 
completion deadline is on 10 July 

2021. Flight operations are planned 
to begin in April 2021. The runway at 
the airport is 2,500 meters long and 
45 meters wide with rigid pavement 
and the runaway will not need repair 
works at least 25 years.48  

Road widening of Pokhara-Muglin 
highway: The 81 kilometre Pokhara-
Muglin highway after five decades 
since it opened for operation is finally 
being upgraded to four lanes. The 
project cost is estimated at USD 
254 million (NPR 29 billion) and 
expected to be completed in 2025. 
The ADB has approved USD 195 
million (NPR 22 billion) loan for 
the project while the government of 
Nepal will contribute USD 59 million 
(NPR 6.6 billion).49 

Poor inter-ministerial 
coordination negatively impacts 
construction of Pushpalal Mid-hill 
highway: The ambitious 1,776 km 
Pushpalal Mid-hill highway which 
starts from Panchthar (Chiyo 
Bhanjyang) to Baitadi (Jhulaghat) 
and connects 215 settlements 
across 26 districts has hit a snag 
due to inter-ministerial disputes 
relating to overlap of other projects, 
land acquisition, environmental 
clearance and unavailability of 
construction materials. Till date, 

344 km of the highway has been 
blacktopped and 68 bridges have 
been built.50 

Expansion of Ring Road: As per the 
second phase of ring road expansion, 
8.2 km of ring road from Kalanki to 
Maharajgunj will be widened to 60 
meters at a total cost of NPR 1 billion 
(USD 8.8 billion). The expansion 
work is slated to being in January 
2020 and be completed by December 
2020.51 

Railway DPR: The fifth Joint 
Commission meeting held in 
Kathmandu have agreed to expedite 
work on Detailed Project Report 
(DPR) for Kathmandu- Raxual 
cross border railway including the 
construction of three additional 
cross border rail line at Kakarbhitta, 
Nepalgunj and Bhairahawa.52 

Melamchi project to be completed 
by this fiscal year: The construction 
work of Melamchi Drinking Water 
Project has begun and it is expected 
that the project will supply water by 
mid-July next year. It is estimated that 
the previous contractor has completed 
96% of the construction work. The 
remaining construction works had 
been awarded to Sino hydro on 29 
September.53  
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OUTLOOK“
Lack of infrastructure has hindered the growth of all sectors in the economy. Infrastructure deficit has been a major barrier for 
businesses and hindered growth, as a result, failed to improve the quality of life of people. One key issue is the government is 
unable to spend even one-fourth of the budget allocated for capital expenditure. This indicates that there is a dire need to improve 
the public expenditure system at the earliest. Raising the amount and quality of capital expenditure is a major challenge for Nepal. 
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INFORMATION AND 
COMMUNICATION TECHNOLOGY

Many initiatives in regards to the previously launched Digital Nepal campaign have been 

carried out in the review period. New bills, plans to introduce new directives and initiatives 

like IT lab project are promoting  IT infrastructure and making IT easily accessible than ever 

before. Further, the national strategy for e-commerce also marks the government’s positive 

motive of making the operation and facilitation of IT services easier in Nepal. 

National Identity Card and Vital 
Registration Bill 2076 passed: The 
Parliamentary State Affairs and Good 
Governance Committee has passed 
the National Identity Card and Civil 
Registration Bill 2076 . The ID card 
is one of the first steps of the Digital 
Nepal Campaign. It envisages the 
bearer to be allowed to avail all the state 
facilities through a single identity card 
while storing and protecting two sets of 
information of citizens--information 
on the (outside) card and information 
on the electronic chip (inside) the 
card. Similarly, a different ID card will 
also be issued for foreigners residing 
in Nepal and Non-Resident Nepalis 
(NRNs) by collecting their general and 
biometric information as prescribed 
by the regulation.55 The government, 
however, has made it clear that the 
National ID card is not intended and 
will not replace the citizenship card or 
passport.

Information on the National ID 
card- Name, surname, date of birth, 
gender, nationality, ID card number, 
photo, date of issuance and name and 
signature of the authorised person 
who issued the card, permanent 
address, types of citizenship card and 
numbers of the citizenship card (those 
who have taken citizenship card)

Information stored in electronic 
chip of the card- Name, surname, 
date of birth, gender, nationality, 
ID card number, photo, date of 
issuance and name and signature of 
the authorised person who issued 
the card, permanent address, type of 
citizenship card and citizenship card 
number, bio-metrics information, 
parents’ names, grandparents’ names, 
name of spouse

Moving on, the Home Ministry 
has awarded the contract for the 
National Identity Management 
Information System to a French 
company named Group Imprimerie 
Nationale (IDEAMIA), without 
calling for competitive bids and thus, 
contravening the existing public 
procurement laws. However, the 
French company has not yet installed 
its security printing press.56  

National Strategy for e-commerce: 
The government of Nepal has 
brought forth a national strategy for 
e-commerce, indicating a critical first 
step in encouraging industries and 
enterprises to adopt e-commerce. 
This strategy comes in at a time when 
Nepal’s online marketplace is growing 
in the absence of adequate information, 
technology infrastructure and relevant 

law to govern the sector yet. The 
Ministry of Industry, Commerce and 
Supplies has been given a time frame 
of one year to draft guidelines and 
regulations for the e-commerce sector. 
As per the strategy, those e-commerce 
firms which are involved in selling 
substandard products, charging a high 
price, labelling false details, lagging 
the delivery time and unregistered 
online shops will be legally punished. 
Additionally, the strategy also allows 
for the registration of e-commerce 
business websites under the Company 
Act and has a provision to protect 
consumers from getting cheated. 
Thus, the strategy is expected to act as 
an initial guideline for regulating the 
e-commerce sector.57

Upgradation of ‘Copomis’-online 
financial reporting system: Two 
years ago, the government launched 
the online financial reporting system, 
‘Copomis’, to link the cooperatives of 
the country. Currently, 29,000 out 
of 34,512 licensed cooperatives are 
linked to the software, but many of 
them fail to report to the department 
and local governments. According 
to the Department of Cooperatives, 
to make the monitoring across the 
federal and sub-national governments 
more effective, upgradation of the 



31NEFPORT ISSUE 39 – DECEMBER 2019

software was needed, which is taking 
place now. The cloud server will be 
maintained at the Department of 
Information Technology (DoIT) 
to provide easy access to the 
Cooperative Department, seven 
provincial governments and 753 local 
governments.58

Nepal Media Survey 2019: A survey 
was conducted in 2018 among 4,129 
respondents in 42 districts which 
showed that internet penetration is in 
an increasing trend in Nepal. About 
90% of Nepalis own mobile devices 
with 95% of households having a 
mobile phone, i.e. an average of 2.5 
devices per home. For the question 
surrounding which applications are 
most used while browsing the internet, 
a sample of 1,377 respondents 
answered that 8.5 million Nepalis are 
on the Facebook platform, while 45% 
are on messenger, 35% on instant 
messaging apps.59 It has been depicted 
in the figure below.

Apart from this, some of the notable 
points of the survey as shared by 
Sharecast Initiative Nepal, a media 
organisation focused on promoting 
digital content sharing, are listed 
below:60

• The people belonging to age 
group 16-24 and those with 
Bachelor’s degrees use all types of 
media the most.

• In terms of access, Newars have 
the highest access to all types of 
media except radio, while Tarai 
Dalits are the most deprived of 
the access.

• Women fall behind in media 
accessibility. 

• Province 3 ranks the highest in 
media saturation while Province 
5 has the least access in terms of 
mobile. 

4G services launched in 32 major 
cities: Nepal Telecom has launched 
4G services in 32 major cities across 
the seven provinces. The expansion 

is expected to connect 6.5 million 
users under the 4G network system. 
New attractive internet packages for 
4G users upon subscription were also 
announced, such as 400 MB of data 
at NPR 25 (USD 22 cents) for up 
to 24 hours. The offers on the data 
packages, which are subject to further 
notices by the Nepal Telecom, have 
been listed below:61

However, the core network system 
to reach to all of the Nepal Telecom 
users is yet to be developed. For its 
installation, China Communication 
Service International and ZTE are 
working. They have quoted costs 
worth NPR 8.75 billion (USD 77.64 
million) for the first phase where radio 
access networks will be installed in 
the central and mid-western regions 
and NPR 8.39 billion (USD 74.45 
million) for the second phase where 
the core network will be established in 
the eastern, western and far-western 
regions.62

Figure 9: Which applications are most used while browsing the internet

Source: Nepal Media Survey 2019, Sharecast Initiative Nepal
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Slowest mobile network in Nepal: 
According to a latest study titled 
Speedtest Global Index, Nepal stands 
at 130th out of 145 countries in 
mobile internet speed. The study 
was conducted by Ookla, an internet 
testing and analysis firm, which has 
recorded Nepal’s average mobile 
internet speed at 10.78 megabytes 
per second (Mbps) against the global 
average of 28.02 Mbps. Although 
the number of mobile internet users 
has increased over the years, there 
are affordability and slow expansion 
issues of 4G services. The 3G coverage 
is also poor. These, combined, have 
led to low data speeds.63

On the other hand, the same report 
ranks Nepal as 103rd out of 176 
countries (up by three spots) in fixed 
broadband internet speed, with a 
record of 20.71 Mbps speed against 
the global average download speed of 
66.52 Mbps.64 

Banks and Financial Institutions 
(BFIs) to spend on IT security: 
Previously, the Nepal Rastra Bank 
(NRB) had directed BFIs to regularly 
audit their IT system and promptly 
address the detected IT and security 
flaws as well as adopt best international 
practices to standardise technologies. 
Such directives are meant to create a 
perimeter for defence, encryption, 
anti-virus, firewall and cope with 

the risks of cyberattacks. Following 
a recent heist in the banking system 
where Chinese hackers were able to 
withdraw millions of rupees through 
ATMs through malware attack, new 
directives have been planned. The 
NRB is on the move to prepare BFIs to 
invest a certain share of their profit on 
IT security given that these BFIs are 
reluctant to upgrade their IT security. 
The new directive surrounding this 
will benefit BFIs in the long run and 
increase the stability of the financial 
sector.65 

Initiation of IT lab project: 
The Information Technology 
Laboratory project (IT Lab 

project), funded through the Rural 
Telecommunications Development 
Fund, aims to reduce the digital 
divide between students at public 
and private institutions. Around 
930 public schools from seven 
provinces out of the 2,000 that had 
applied for the initiative have been 
shortlisted based on their application 
procedure and terms of Information 
Technology Laboratory Formation 
and Management Work Procedure. 
Currently, the Nepal Telecom has 
directed the selected schools to sign 
a memorandum of understanding 
(MoU) to adhere to the initiative. 
As per the IT lab project, installation 
of 24 computers, a projector, a 
multifunction printer, a router, 

uninterrupted power supply device 
and solar panels are expected to be 
installed in each high school in six 
months. However, the government 
schools have to arrange rooms, 
furniture and 30 Ampere of electricity 
supply before the installation of the 
IT equipment. Those that do not sign 
up within the given time frame will 
be removed from the list and new 
schools will be added in their place.66 

Surge in the import of mobile 
phones: According to the Department 
of Customs, the import of mobile 
phones increased from 424,950 units 
worth NPR 1.65 billion to 361,364 
units worth NPR 2.41 billion during 
the period of mid-July to mid-August 
in the fiscal year 2019/20, indicating 
a 46% surge in the import of mobile 
phones. 

As per the Business Head at the 
Integrated Mobility Solutions (IMS) 
Group, the major reasons attributed 
to this increase in the sales of mobile 
phones are the consumer’s shift in 
consumption pattern. It has been 
noticed that the customers who used 
to buy entry-level phones worth NPR 
8,000-10,000 have started purchasing 
smartphones worth NPR 15,000-
25,000, which are considered perfect 
for the average Nepali consumers 
today. Further, the government’s 
new rules to control the grey market, 
such as the provision of refunding 
the VAT importers collect for each 
phone brought into the country 
has also led to rising imports.  Due 
to government-backed provisions, 
the margin of buying phones from 
an authorised distributor has been 
brought down to 10% from 25%.67 

No takers for mobile apps of local 
governments: Gaurishankar Rural 
Municipality of Dolakha has a mobile 
app which delivers information about 
services and gathers feedbacks from 

Table 1 New offers on data packages

Data usage per 24 hours Amount

Earlier 200 MB NPR 25 (USD 21 cents)

New 400 MB NPR 25 (USD 21 cents)

Data usage per seven days Amount

Earlier 500 MB NPR 100 (USD 88 cents)

New 500 MB + additional 500 MB NPR 100 (USD 88 cents)

Data usage per 28 days

Earlier 1.5 GB

New 3 GB

Source: Nepal Telecom
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OUTLOOK“
Several positive initiatives to strengthen the information and communication technology sector have been taken. The ICT 
sector is increasingly at the core of strategies aimed at facilitating economic growth in Nepal. Among others, these steps 
including new bills, online systems and directives is expected to shape the way communication takes place and services are 
delivered across all the provinces of the country. Along these lines, transformative potential of ICT can be unleashed and 
competitiveness can be gained. The focus, however, should also be accorded on policy emphasis and strategic alignment 
of these initiatives in the ICT sector.

service seekers. However, there are 
no takers for the mobile apps even 
after a year of its official launch. 
The user number has hardly crossed 
100 although the population of the 
municipality is around 26,000. This 
suggests that the common local people 
of the area lack internet accessibility. 
Similarly, the app developed by Pheta 
Rural Municipality in Bara also lacks 
app users due to lack of awareness 
about the usage of such apps. 
Likewise, efforts made by Dhangadi 
Municipality in Kailali have also gone 
in vain as many people are completely 
unaware about the mobile app. In a 
similar move, the local governments 
have also developed another app 
named ‘Infrastructure management 
Service’ to disseminate information 
about the ongoing projects in various 
wards, contractors involved and 
budgets allocated. The use of such 
apps is being encouraged by the IT 
officers at the municipalities. Up until 
now, there are 423 out of 753 local 
governments which have launched 

Table 2 Import of mobile phones

Mid-July to Mid-August Mobile phones (units) Amount (in NPR billion)

2018/19 424,590 1.65

2019/20 361,364 2.41

Source: Department of Customs

mobile apps according to the Federal 
Affairs Ministry, but the results have 
been disappointing.68 

Online system for submitting 
property details: The National 
Vigilance Centre (NVC) launched 
an online system for providing 
property details so that the 
submission by public post holders 
can be analysed under the existing 
law. The introduction of such an 
online system is a clear indication of 
Nepal’s attempt towards a paperless 
system. The system has an easy-to-
use format by providing a username 
and password to the government 
employees. This system will determine 
that the anti-corruption watchdog 
can easily collect, store, retrieve and 
analyse property details of public post 
holders. A specific format has been 
prescribed to the public post holders 
to share their property details within 
60 days of joining the office and 
thereafter within 60 days from the 
date of completion of each fiscal year. 

The format is intended to maintain 
uniformity, necessary examination 
and its related inquiry. The extended 
deadline for the submission of the 
details is by a maximum of 30 days. 
If the extended deadline is also not 
met, then the NVC will submit the 
name and personal details of the 
employees to the Commission for the 
Investigation of Abuse of Authority 
(CIAA) for legal actions. If s/he fails 
to submit the property statement 
even within the extended deadline, 
then a fine of NPR 5000 (USD 
44.36) will be charged along with an 
investigation into his/her assets.69 

Likewise, the NVC has also stated that  
civil servants should send the property 
details through the Department of 
Civil Personnel Records, Nepali Army 
personnel to Army Record Office, 
police personnel to Police Record 
Management Department, school 
teachers to School Teacher Record 
Office and other public post holders 
to their concerned authorities.70
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REAL ESTATEREAL ESTATE  

Real estate development in Nepal is largely characterised by unplanned urbanisation, poor 

implementation of building codes and lack of instruments to facilitate affordable housing by 

all income segments. This has resulted in real estate developers overlooking the growing 

demand for real estate and housing from the middle and lower-income segment of the 

population. 

Banking Financial Institution loan 
to real estate sector: The Unified 
Directive 2076 issued by the central 
bank limits Banking and Financial 
Institutions (BFI’s) loan exposure 
to the real estate sector at 25% of 
the total loan portfolio. BFIs are 
prohibited from extending more 
than 10% of the real estate loan for 
land purchase. Further,  the directive 
states that the BFIs are not required 
to consider home loans amounting 
to NPR 15 million (USD 133,000) 
to be included while calculating the 
portfolio of total loans extended to 
the real estate sector.71  

Nepal Rastra Bank lenient on loan 
to first time home buyer: The central 
bank raised the maximum amount 
of loan the bank can extend (loan 
to value ratio) to 70% of the total 
valuation of the collateral for first 
time home buyer. The directive also 
prohibits banks from increasing the 
monthly instalment amount even if 

there is a rise in the interest rates.  The 
criteria for qualifying as a first time 
home buyer is as follows:

a) The maximum limit of loan for 
first time home buyer has been 
fixed at NPR 15 million (USD 
133,000).

b) The borrower should inhabit the 
house or apartment and should 
have a maximum built-up area of 
3000 square feet.

c) The directive forbids the banks 
to consider the rent earnings 
from the house or apartment as 
borrower’s source of income for 
loans. 

However, for other real estate housing 
loan (non-first time home buyer) the 
loan to value ratio has been capped at 
50% within Kathmandu valley and 
60% outside the valley.1

Government mulling over 
inheritance tax: The existing laws 

do not require any tax expect service 
charge on inheritance property till 
three generations. However, the 
government is in discussion Revenue 
Advisory Committee to impose an 
inheritance tax. In cases where the 
beneficiary is unable to pay the tax, 
options are being explored whether 
to forcefully sell the property or 
mortgage it with the bank to pay tax. 
The final decision is stated to be taken 
by the revenue board.72 

Land registration, mortgage and 
tax collection: During the last fiscal 
year 2018/2019 Land Revenue Office 
(LRO) located at Lagankhel recorded 
the highest number of land transactions 
within the Kathmandu valley (Figure 
10). It is estimated that on an average   
approximately 2,300 land transaction 
occurred in LRO Lagankhel every 
month. Data indicate that places 
such as Tikathali, Dhapakhel, Lubhu, 
Lamatar recorded the highest number 
of land transactions.73
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REGISTRATION MORTGAGED

KATHMANDU VALLEY LAND REGISTRATION AND 
MORTGAGE DATA

Figure 10: Kathmandu Valley Land Registration and Mortgage Data

(Source: Bizmandu, Property, October 2019)

Tokha Manamaiju Sankhu Chabahil Kalanki Bhaktapur Lagankhel Dilli Bazar

Figure 11: Kathmandu Valley Building Permits
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OUTLOOK“
The directive issued by the NRB provides some respite to first time home buyers. The directive is expected to push the sale 
of houses and apartment that are priced below NPR 15 million (USD 133,000). However, determining whether a home buyer 
is actually a first time home buyer and the availability of homes (within Kathmandu valley) under the NPR 15 million (USD 
133,000) ceiling will be a challenge. Similarly, the government’s aim to levy inheritance tax could meet strong resistance from 
people, especially when the current tax levied on individuals is very high. Abruptly imposing huge inheritance tax may give 
rise to public protest. Hence, the government should weigh in the possibility of levying inheritance tax based on a certain 
threshold on a slab basis with low percentages. 
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EDUCATIONEDUCATION

School Sector Development Plan: 
According to a mid-term review, 
the much-hyped ‘School Sector 
Development Plan (SSDP)’, launched 
in the fiscal year 2016/17 with a total 
budget of NPR 1.18 trillion (USD 
10.5 billion), is unlikely to achieve 
its stated objectives. As per the report 
based on the review of the past three 
and a half years, out of the ten stated 
objectives of the SSDP, none have 
been achieved so far. The project has 
already spent NPR 727.97 billion 
(USD 6.46 billion) and is expected 
to spend NPR 375.25 billion (USD 
3.33 billion) in the upcoming three 
years. Out of the ten objectives, 
literacy and lifelong training 
progress has not been documented, 
while professional development 
and management of teachers, 
capacity building and institutional 
development and financial objectives 
have not been achieved. Similarly, 
basic and secondary education 
objectives also have shown mixed 
progress. The Ministry of Education, 
Science and Technology (MoEST) 
and its donor agencies, World Bank 
and Asian Development Bank, 
had assigned the job of the mid-

term review to SOFRECO-FBC 
consortium. The reviewed survey 
stated that the government did not 
have detailed data on literacy and 
informal education as the three tiers 
of the government had huge gaps in 
maintaining and updating such data. 
The main objective of the SSDP is 
to make primary level enrolment 
100% by 2030 and to improve public 
education. However, after the release 
of the mid-term report, donor agencies 
have become quite sceptical about the 
Ministry’s literacy achievement and 
are not keen to further support the 
programme. Lack of an effective data 
collection system, high drop-out rates 
and poor monitoring mechanisms 
have heavily complicated SSDP’s 
proper implementation across the 
nation.74 

Centre for Education threatens to cut 
student facilities as public schools 
fail in updating their student data: 
With hundreds of public schools 
across the nation failing to update 
information regarding their students, 
the Centre for Education and Human 
Resource Development (CEHRD), 
under the central government, has 

threatened to cut off their facilities 
and student scholarships. The 
CEHRD had earlier set the deadline 
to submit such information till 17 
September 2019. However, the 
Centre did not receive any data 
from hundreds of schools across 
the nation. Officials from the local 
government said that they were ready 
to share the information but lacked 
adequate and skilled staff members 
to upload the data. Currently, 
under each local government, the 
education department is being 
led by their chairperson or mayor 
who is responsible for overseeing 
school-level education within their 
jurisdiction. However, dozens of the 
local government were found to be 
functioning without an education 
department. This has further 
delayed the transfer of information 
from the local bodies to the federal 
government. Hence, officials at the 
Centre have issued a threatening 
circular to the local bodies who 
have failed in complying with the 
requirements. Education experts, in 
this regard, believe that the Centre 
should work as a facilitator instead 
of issuing threatening circulars as 

The government has launched the 'New Education Policy' and the 'Literacy Drive' aimed at 

removing the existing anomalies in the educational sector in the review period. However, 

a mid-term review of the highly-anticipated ‘School Sector Development Plan’ reveals that 

the state has achieved very little as to what it had envisioned. Similarly, the failure of the 

local government in updating information regarding their students has pushed the central 

government to cancel the provision of scholarships and funds currently being granted to 

the students. All this, coupled up with administrative mismanagement, has resulted in slow 

growth for the educational sector. 
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students would ultimately suffer if 
scholarships and other school facilities 
were withdrawn.75 

Education consultancies operating 
without government permits: The 
‘Education Consultancy Service 
and Language Institution Directive 
2011’ made it mandatory for all 
foreign education consultancies to 
get approval from the MoEST to start 
their operation. As per the directive, 
consultancies were supposed to 
obtain the Ministry’s approval by 20 
November 2013. The directive also 
mandated for every consultancy to 
have at least two trained counsellors 
to provide accurate information to 
the students. Six years later, hundreds 
of consultancies are still operating 
without the Ministry’s approval as 
the department of education has so 
far granted operation permits to only 
1,473 consultancies and language 
institution. More than 1,300 
consultancies are still waiting for the 
Ministry’s accreditation. However, 
the department has not taken any 
action against such unauthorised 
consultancies despite many claims of 
students being cheated on. In response 
to this, officials at the department 
say that they are in a dilemma over 
authority after the country embraced 
federalism. Unclear division of 
responsibility between the federal and 
provincial governments regarding the 
regulation of education consultancies 
has further hindered the monitoring 
and supervision of such institutions.76 

Pokhara Academy of Health 
Science: The Pokhara Academy 
of Health Science (PAHS) is all 
set to start its courses on Doctor of 
Medicine (MD) and Master of Science 
(MS) after a meeting of the Medical 
Council recommended the Medical 
Education Commission (MEC) for 
these programmes. A meeting chaired 
by Prime Minister KP Sharma Oli on 

18 September 2019 had permitted 
to grant 17 seats to the academy, 
wherein, the (MEC) has allocated 
four seats for general surgery, four for 
gynaecology, three for orthopaedic 
and two seats each for medicine, 
paediatric and anaesthesiology. Under 
this initiative, students can now study 
three-years MD/MS courses for free 
as long as the scholarship quota is 
available to them. The government 
has promised to bear the cost for the 
same which could add up to at least 
NPR 2.4 million (USD 21,205.61) 
per student. The academy has already 
formed the departments and prepared 
the curriculum in consultation and 
agreement with the Patan Academy 
of Health Science (PAHS), National 
Academy of Medical Sciences 
(NAMS/Bir Hospital), Tribhuvan 
University Institute of Medicine 
(TUIM) and Sukraraj Tropical 
Hospital (STH). Doctors at the 
academy are hopeful that the quality 
of health services would improve 
after the start of MD/MS classes so 
that they could provide better health 
services to their patients.77 

Province 3 reforms the school sector: 
The Ministry of Social Development 
(MoSD) of Province 3 has allocated 
NPR 173 million (USD 1,52,857.09) 
from their current fiscal year’s budget 
to reform the school sector under their 
jurisdiction. Under this initiative, 
the government has launched 
various programmes to impart 
quality education in community 
schools. The programmes include 
teacher’s interaction, infrastructure 
development, library establishment, 
teacher’s post adjustment and sports 
activities. The government had also 
launched the ‘One School, One 
Nurse’, programme previous fiscal 
year to facilitate the functioning of 
community schools. Out of the NPR 
173 million (USD 1,52,857.09) 
budget allocated, NPR 110 million 

(USD 97,192.37) has been received 
in grants. Within the same scheme, 
NPR 33 million (USD 29,157.71), 
NPR 30 million (USD 26,507.01) 
and NPR 10 million (USD 8,835.67) 
has been allocated to run and manage 
residential schools, to establish 
e-libraries in five community schools 
and to provide scholarships to girl 
students, respectively. The Ministry 
also aims to set up laboratories in 33 
community schools this year. There 
are around 5,378,650 students in 
about 1,350 community schools 
across Province 3.78 

New Education Policy: The New 
Education Policy (2019), approved 
by the Council of Ministers, has set 
ambitious goals of achieving major 
structural overhaul in the education 
sector. Unveiled by the Department 
of Education (DOE), the policy aims 
to guide the entire education sector 
in line with the federal democratic 
republic system of the country along 
with defining the areas of reform 
that could be pursued for developing 
and administering human resource 
in the future. The vision of the 
policy stands for ‘educated, civilised, 
healthy and capable human resource, 
social justice, transformation and 
prosperity’. The policy also promises 
to provide each and every citizen 
with access to free basic education, 
along with establishing specialised 
schools, wherein, students would 
be able to choose from a variety of 
courses, such as science, music, sports, 
Ayurveda and medicinal herbs, 
among others.79 However, experts 
from both the private and the public 
sectors have heavily criticised the new 
policy stating that several provisions 
in the report advocate turning the 
education sector into a service sector. 
The commission that led the policy 
formulation has recommended all 
the private schools to be transformed 
from their current ‘for-profit’ status 
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to ‘not-for-profit’ status. This move 
will reduce the autonomy or power 
that the private institutions currently 
exert. Thus, several education experts 
have condemned the move arguing 
that the government should focus on 
improving public institutions rather 
than controlling the private ones.80  

Confusion over the Literacy Drive: 
The federal government’s new policies 
and programmes are all directed 
towards eliminating illiteracy from 
the country within the next two years. 
The literacy drive mandates the local 
government to conduct literacy classes 
through various community learning 
centres established in every ward. 
However, the local representatives are 
still not clear over their roles in the 
government’s ambitious plan. The 
coordination gap between the federal 
and local government has left them 
unaware of their responsibility in the 
literacy mission. Eliminating illiteracy 
has been the goal of successive 
governments in Nepal since fiscal year 
(FY) 2008/09. Yet, the government 
has not attained any of their targets 
despite spending more than NPR 11 
billion (USD 97.19 million) during 
the decade. The ‘National Literacy 
Campaign’ and the ‘Literate Nepal 
Campaign’ launched in FY 2008/09 
and 2012/13, respectively, too pledged 
to eliminate illiteracy but they failed 
in achieving their target. The DoE has 
so far announced 51 districts as total 
literate and plans to add another 19 
this year. More attention needs to be 
directed towards providing adequate 
support to community learning 
centres to achieve this goal.81 

Education Ministry not keen on 
counting illiterate citizens during 
census: At a time when the National 
Planning Commission (NPC) and 
its Central Bureau of Statistics 
(CBS) is working on preparing the 
questionnaire for the new national 

census, the Education Ministry is 
making a push for not counting 
illiterate population, by claiming that 
the country will have achieved ‘total 
literacy’ by 2021. The government 
had recently announced its plan of 
achieving total literacy through the 
execution of its ‘Literacy Drive’. As 
the Ministry already has the most 
comprehensive data on the country’s 
literacy, and are working towards 
making the population literate, 
the officials at the Ministry believe 
that it is not necessary to count 
the illiterate population during the 
census. Officials familiar with the 
development, however, say that the 
Ministry’s push for not counting the 
illiterate population during census 
stems from the fear that census data 
would contradict the Ministry’s 
records. Different media reports in 
the past have shown those who were 
‘literate’ in the Ministry’s records 
were actually illiterate. Hence, the 
Ministry fears its claim of total 
literacy could come into question if 
its data do not match with the census 
report and are hesitating to add 
illiterate people during the national 
census.82 

More Bankariya children are going 
to school: The ethnic Bankariya 
community (from Narayani) is one 
of the most endangered communities 
in Nepal. About a decade back, only 
two children from this marginalised 
community were enrolled in school. 
Previously, most children belonging 
to this group would rather search 
for wild fruits, kill fish and graze 
cattle than attend school. But today, 
the situation has changed, as more 
than 23 children of school-going age 
from this community are attending 
the nearby schools. Their classes are 
being supported by the ‘Rashtriya 
Adivasi Janjati Mahila Manch’, 
an organisation that works for the 
benefit of indigenous women and 

their children, likewise. 

Similarly, the government has also 
started distributing social security 
allowance to the Bankariya people. 
This has significantly upgraded 
their lifestyles while opening 
up new avenues of employment 
and development for them. The 
government is currently providing 
a monthly allowance of NPR 3,000 
(USD 26.51) to all 83 people from 
the community.83

Number of students decreasing 
in community schools: School 
administrators across the nation have 
reported that the number of students 
(regulars and new enrolments) in 
community schools has decreased as 
families are migrating more towards 
urban areas for employment and other 
opportunities. Teachers are currently 
teaching only four to five students in 
a classroom that can accommodate 
at least fifty students. The number of 
students enrolling into community 
schools has dropped dramatically 
after the 2015 earthquake. The 
unavailability of private schools has 
also prompted families to migrate to 
cities, seeking better opportunities 
for themselves and their children. 
Meanwhile, the local government has 
decided to merge schools to facilitate 
the survival of community schools. 
This initiative has been successful in 
helping a few schools, but a larger 
number of them are yet to benefit 
under this scheme.84 

Political parties block merger of 
community schools: Distinct efforts 
from the District Education Unit 
(DEU)  to improve the standard of 
education in community schools 
have been stymied by political 
parties. Several local bodies in Rolpa 
district had prepared a framework 
for the merger of community schools 
and its subsequent adjustment of 
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teachers. However, the people’s 
representatives from the same 
district have failed in implementing 
the policy due to immense political 
lobbying. Even with necessary 
preparations for school merger, high-
level leaders of various parties are yet 
to reach a consensus regarding the 
issue. Currently, 106 teachers are 
serving in 66 community schools—9 
secondary, 14 basic and 43 primary—
across the Rolpa Municipality. Since 
the government has hired fewer 
teachers than required in community 
schools, the quality of education in 
such institutions has been largely 
compromised. Enhancing the quality 

of education is challenging work.  
Thus, the elected representatives 
need to be more serious in realising 
the importance of school merger and 
teacher’s adjustment.85 

Vice-Chancellor of TU selected: 
Prime Minister KP Sharma Oli, 
on  November 6 had appointed 
Dr. Dharma Kant Baskota as the 
Vice-Chancellor (VC) of Tribhuvan 
University (TU), from three other 
recommended candidates. However, 
education experts have said that the 
selection process and criteria was 
meddled with externalities. The 
Universities law authorises the prime 

minister, who is also an ex-officio 
chancellor, to appoint the VC from 
a group of names recommended 
by the search committee. Since all 
universities in Nepal have the same 
legal status, critics have demanded 
uniformity in the selection process. 
With more than 80% of enrolment of 
university students, TU also needs to 
adopt a competitive selection process. 
Currently, people with substantial 
political power and lobbying get 
selected for all high-level government 
positions and vacancies instead of 
people who have the vision to reform 
the University during their four years 
tenure.86

OUTLOOK“
The major highlight for this sector in the review period was the launch of the new and improved education policy. Likewise, 
increasing enrolment of bankariya students in public schools further showed that families were opening up and prioritising 
education for their children. However, the presence of externalities in the selection of high-level officials in government positions 
proved that the sector is still being meddled with political forces. Similarly, the confusion in the calculation of illiterate citizens in 
the upcoming census revealed the fallacy in the functioning of the concerned Ministry. Thus, more accountability is demanded 
by the people to ensure that the development of the sector is moving on the right path.
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HEALTHHEALTH

The ‘Public Health Service Act 2018’, endorsed by the government to provide free health 

care services to its citizens is a huge step forward in the health sector, but many are doubtful 

of this promise. Similarly, various incidents of increasing health ailments were also noticed 

for both male and females in the review period. Lack of general awareness about health and 

hygiene is resulting in poor health statistics of people throughout the nation. 

Health rights yet to be implemented: 
Although the parliament endorsed 
the ‘Public Health Service Act 2018’, 
at the beginning of the current fiscal 
year (FY 2019/20), regulations related 
to the Act are yet to be formed. The 
delay in formulating regulations 
has created confusion regarding the 
standards and provisions mentioned 
in the Act. According to the Act, basic 
health services such as diagnostic, 
remedial and rehabilitative services 
were to be provided free of cost by the 
state to its civilians. Likewise, the Act 
mandates every health institution to 
provide emergency health services to 
its patients. Lastly, the Act also gives 
the service recipient the authority to 
file a complaint against the service 
provider in cases of complications in 
the treatment procedure. However, 
due to the delay in the formulation 
of the required regulations, health 
institutions have remained faulty 
in providing proper health services. 
The three tiers of the government 
responsible for implementing the Act, 
along with arranging human resources, 
technology and equipment based on 
the necessity of the institution have 
failed in their purpose. Even after 
reaching the third quarter of the FY, 
no standards have been prescribed as 
of yet. Thus, health institutions are 

demanding for efficient monitoring 
and enactment of the Act.87  

Osteoporosis and deficiency of 
vitamin-D on rise among women: 
A data provided by the National 
Trauma Centre (NTC) revealed that 
out of the 64 osteoporosis patients 
visiting the hospital daily, 52 of 
them were women. Osteoporosis is 
a bone disease in which the density 
and quality of bones get reduced 
gradually over the years. Menopause, 
lifestyle, dietary behaviours, and a 
rise in thyroid hormone were the 
primary reasons for the cause of 
osteoporosis in women. Similarly, a 
study carried out by the Tribhuvan 
University Teaching Hospital 
(TUTH), among 182 female 
patients in 2019 revealed that 81% 
of them had vitamin D deficiency. 
Females are more prone to vitamin 
D deficiency as they have a very 
low intake of the same. Vitamin 
D deficiency results in weakening 
of muscles, abnormal contraction, 
muscle cramps and pain in the 
bones. Thus, such women have been 
advised to increase their exposure to 
sunlight and consumption of milk, 
milk products, fish and egg yolk, 
which helps in maintaining their 
vitamin D levels.88

Medical Commission’s new 
appointment: The recent appointment 
of Dr. Krishna Giri as the executive 
vice-chairman (VC) of the National 
Medical Commission (NMC), the 
government entity authorised to 
oversee the medical education sector, 
was dragged into the controversy 
over his qualifications. Dr. Giri, a 
senior orthopaedic surgeon, was 
selected among three other candidates 
recommended by a committee led 
by Umesh Mainali, chairman of 
the Public Service Commission. 
Clause 24 of the National Medical 
Education Act mandates at least 20 
years of experience as a specialist after 
completing a graduate degree in any 
stream under the medical education, 
or 10 years of experience as faculty 
of medicine. However, critics have 
reported that the new VC, Dr. Giri 
does not meet these criteria as he has 
only worked as a specialist doctor for 
the past 17 years and has taught at the 
National Academy of Medical Sciences 
(NAMS) at Bir Hospital for the past 
seven years. Media houses too have 
criticised the appointing by alleging 
undue political influence during the 
selection process. Dr. Govinda KC, an 
orthopaedic surgeon, who has staged 
a series of hunger strikes demanding 
for an end to malpractices in Nepal’s 



DOCKING NEPAL’S ECONOMIC ANALYSIS42

medical education, has also called out 
the appointment as a purely political 
move.89

Health insurance covers more 
than 26,000: Ten local provinces in 
Khotang are currently offering health 
insurance scheme to more than 
12,186 families across the district. 
The scheme, introduced by the 
provincial government in fiscal year 
(FY 2019/20), has been successful 
in covering a total of 26,047 
individuals. The Social Health 
Security Development Committee 
(SHSDC), of the local government, 
reported that the accounts of the 
subscribers were activated within 2-3 
months of subscription. Under the 
insurance, a family of five members 
are required to pay NPR 2,500 
(USD 22.04) annually to get health 
expenses up to NPR 50,000 (USD 

440.84). If the family is more than 
five, the subscribers are required 
to pay NPR 450 (USD 3.97) each 
for the additional member to get 
coverage of NPR 60,000 (USD 
529.01). Moreover, the SHSDC 
also claimed that more women were 
interested in the health insurance 
service being provided by the 
government as among the insured, 
13,285 were females and 12,777 
were male. Considering the success 
of the initiative, the government has 
set a target to reach at least 50% of 
the population across the nation by 
the next FY.90 

Breast cancer up among men: 
More men were reported to have 
been diagnosed with breast cancer 
across the nation since January 2019. 
The ailment, which is conservatively 
considered to be a women’s disease 
globally, has been affecting Nepali 
men too. Until now, six men have 
undergone surgery for breast cancer 
at the Bhaktapur Cancer Hospital 
(BCH). Excessive exposure to 
radiation, increasing life expectancy, 
sedentary lifestyle, fatty diet, smoking, 
hormonal factors, alcohol intake and 
consumption of food with insecticides 
and pesticides were reported to be 
the major reasons for the increase in 
breast cancer among men. Genetics 
too is considered a major reason for 
the spread of the disease. However, if 
detected early, treatment of the same 
can yield positive results and a safe 
future for the patient.91 

Women more susceptible to heart 
diseases: Cardiovascular disease is 
one of the leading causes of death in 
Nepal. On average, of the 100,000 
Nepali’s around 158.35 die annually 
due to coronary heart diseases. 
According to a recent survey conducted 
by the ‘World Life Expectancy’, Nepal 
ranked 41st in the global league table 
for the rate at which coronary disease 
killed people. In the previous fiscal 
year (FY 2018/19), ‘Rheumatic Heart 
Disease’ alone had claimed 1,860 
lives, accounting for 1.14% of total 
deaths across the nation. Similarly, 
an independent study conducted by 

the ‘Nepal Health Research Council 
(NHRC)’, with the support from the 
Ministry of Health and Population 
(MoHP), revealed that in Nepal, 
the prevalence of possible, probable 
and definite coronary artery disease 
was comparatively higher in women 
(3.2%) than in men (2.4%). 

Moreover, people residing in urban 
areas were more vulnerable to the 
disease than those residing in rural 
areas. Post-menopausal hormonal 
change, lack of physical activity, 
obesity, sedentary lifestyle, and junk 
food intake were some of the major 
causes of heart ailments amongst 
women. Compared to men, women 
hardly go for routine health check-
up and are more exposed to smoke 
and pollution due to their nature of 
work. Thus, the average number of 
women suffering from heart diseases 
has gradually increased over the 
years. Likewise, the number of heart 
surgeries being performed on women, 
at various hospitals has doubled over 
the past two years. Currently, more 
than 600 heart surgeries are being 
performed annually across the nation. 
According to health experts, regular 
screening, physical exercise for at least 
half an hour a day or three hours a 
week, low intake of salt and sugar in 
food and refraining from smoking are 
some of the preventive measures to 
save one’s heart.92 

Drug abuse on the rise among 
youth: According to recent data 
released by the MoHP about 150,000 
people throughout the nation are 
addicted to various kinds of drugs. 
Within this number, 52% fell in the 
age group ranging between 15-24 
years. Since, Nepal is considered a 
transit point for drug dealers, places 
like Sarlahi, Rupandehi, Birgunj 
and Bhairahawa along the Tarai 
belt are quite popular among drug 
users due to the easy availability of 

Table 3: Gender-wise Incidence of Breast Cancer in Nepal.

(Source – National Health Research Council)

Year Breast Cancer in Men Breast Cancer in Women

2014 2 171

2015 4 260

2016 3 325

2017 4 333

2018 1 320

2019 till now 6 261
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OUTLOOK“
Despite substantial initiative undertaken by the government, the state still has a long way to go in providing basic health care to 
its citizens. More spending by the government is needed to ensure that health care is attained by all. Similarly, more coordination 
among the three tiers of government is needed to ensure that the government initiated insurance scheme covers all civilians. 

hard drugs like cocaine, opium and 
heroin. Although the government has 
initiated various methods to tackle 
the widespread use of hard substance, 
they have had little success. Nepal’s 
Narcotic Drug Control Act of 1976 
is based on the United States (US) 
Narcotic Drug Control Act. However, 
while the US government recognises 
narcotic control as a health concern, 
the Nepali authorities are yet to do so. 
Thus, a strong national drug policy 
which covers themes ranging from 
drugs, health, education to crime 
along with creating a balance between 
family care, community mobilisation 
and rehabilitation is required instead 
of punishing, discriminating and 

criminalising drug addicts. Moreover, 
more sympathy and social support 
from the community is also necessary 
to help the affected to come out of 
their addiction and live a healthy life. 
Hence, a more friendly and supportive 
environment must be created by local 
authorities for youths in school, home 
and society to protect them from drug 
abuse.93

Nepali men more prone to lung 
cancer: According to the Bhaktapur 
Cancer Hospital (BCH), 256 men 
were diagnosed with lung cancer in 
2019, while the number of women 
diagnosed with the disease was 198 
in the same year. Smoking, alcohol 

consumption, sedentary lifestyle, 
exposure to pollution, genetic causes, 
excessive exposure to radiation and 
increasing life expectancy, were some 
of the major reasons for men suffering 
from the disease. Lung cancer was also 
found to be common among men 
working in farms or living around 
farm areas as men were more prone to 
inhale chemicals found in insecticides 
and pesticides. Untimely treatment 
of the disease is also leading to the 
spread of lung cancer to lymph nodes, 
kidney, brain, bones, liver and various 
other organs among Nepali men. 
Annually, one in six deaths among 
Nepali men is due to cancer as there is 
a lack of awareness about the disease.94 

Table 4: Year-wise record of deaths due to lung cancer in Nepal.
Year Lung Cancer in Male Lung Cancer in Female

2015 161 115

2016 200 121

2017 275 142

2018 221 201

2019 till now 256 198

   (Source: Bhaktapur Cancer Hospital)
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TOURISMTOURISM

NPR 1 billion for 100 destinations: 
In a bid to attract more tourists, the 
Ministry of Culture, Tourism and 
Civil Aviation (MoCTCA) has taken 
initiatives to develop and promote 
100 tourist destinations identified 

last year across seventy-seven districts. 
Among the NPR 1 billion allocated, 
half of the sum has been issued to the 
concerned local bodies, whilst the 
remaining would be distributed upon 
evaluation of work completed.

Tourists entering Nepal through 
the Rasuwagadhi customs: During 
the first ten months of 2019, 
Rasuwagadhi Immigration Office 
reported that 29,313 tourists entered 
Nepal via the Chinese border. Among 

The number of foreign tourist arrivals increased by 8% during the first ten months of 2019. 

The total number of arrivals reached 975,557, wherein 820,499 arrived by air while 155,058 

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

the numbers grew by 4.9% and 9.2%, respectively, in comparison to figures of 2018. The 

number of tourists from Thailand and Japan visiting Nepal also increased by 32.9% and 9.2%, 

respectively, whilst the number of visitors from South Korea reduced by 3.0% when compared 

to figures of last year. Visitors from Europe reached 199,003, marking a growth of 0.3%. Out 

of all the European tourists, 50,393 were from the United Kingdom and 31,128 were from 

Germany, which is a fall of 0.2% and growth of 2.3% respectively. Similarly, the number of 

visitors from the US and Australia increased by 4.7% and 7.1% respectively. Within the first ten 

months itself, the country welcomed close to a million foreign visitors.
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that, about 60 to 70% of tourists were 
Chinese, whilst the remaining were 
from 52 different countries.95  The 
number of tourists entering Nepal 
through the Rasuwagadhi customs 
has been increasing, especially after 
China announced the customs point 
as an international border point 
in 2016. Since then, tourists from 
third countries have started using 
the customs to enter Nepal. As per 
the data from the immigration office, 
10,649 tourists entered Nepal via 
the border in 2015, but the number 
increased to 29,154 in 2018 to reach 
29,313 within the first 10 months of 
2019.

Sustained growth in tourist arrivals 
in October 2019: The number of 
international tourists visiting Nepal 
in the month of October rose by 10% 
as compared to the same month last 
year. While 123,267 tourists came by 
air, 20,603 arrived overland making 

the total arrival figure 143,870. In 
October, 12,707 Indian tourists 
visited Nepal, which is a growth of 
9.1% compared to the same month 
last year. Bangladeshi tourists visiting 
Nepal increased by 58.6% to reach 
2,786. The overall tourist arrival from 
SAARC countries saw a growth of 7% 
in October of 2019. Similarly, 15,037 
Chinese tourists visited Nepal, which 
is a growth of 11.5% as compared 
to October of 2018. The number of 
tourists from the US also grew by 5% 
to reach 12,109 in October of 2019.96 

Provincial governments given 
tourism-related duties: The 
Department of Tourism (DoT) has 
delegated duties related to tourism 
to provincial governments. The 
tourism offices of seven provinces 
that are located in Kakarbhitta in 
Jhapa, Namche (Solukhumbu), 
Janakpur (Dhanusha), Birgunj 
(Parsa), Bhairahawa (Rupandehi), 

Pokhara (Kaski) and Kohalpur in 
Banke would now handle tourism-
related responsibilities. The provincial 
governments would now handle 
duties such as issuance and renewal 
of licenses of travel, trekking, rafting 
agencies, tourist transportation 
services, hotels and homestay 
businesses. Similarly, guides would be 
able to receive and renew permits from 
the tourism offices of the respective 
provincial government.

Tourist Inflow Increases In Rasuwa 
and Rara: The number of tourists 
visiting Rasuwa and Rara has risen 
lately. Tourist numbers visiting 
Rara have increased, especially post 
Dashain.97 Similarly, the number 
of visitors to Rasuwa along with 
surrounding locations such as 
Langtang, Gosaikunda, and Tamang 
Sampadamarg has also increased.  
A total of 5,559 Nepalis visited 
Rasuwagadhi district as of 2018/19.98

OUTLOOK“
As the Visit Nepal 2020 is upon us, the government authorities have taken numerous positive initiatives to make it a successful 
year. From the promotion of Nepal as a tourist destination in foreign nations to the provision of additional funds to improve 
tourist destinations and the aviation sector are much-needed efforts required towards the improvement of the tourism sector. 
Hence, such concentrated efforts have resulted in the rise in the tourist numbers, especially after the devastating earthquake 
of 2015. However, more needs to be done as Nepal has a tremendous potential to become one of the top tourist destinations 
in Asia. What is important, along with promotion, is the actual development and maintenance of tourism-related infrastructure 
such as roads, airports and public transportation. Similarly, also of great importance is the conservation of cultural heritage 
sites along with the environment. Such initiatives have to be taken not only by the Tourism department but also by all the 
necessary stakeholders to attract a sustained number of tourists in the nation. 
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AGRICULTURETRADE AND DEBTTRADE AND DEBT

The current account reported a deficit of NPR 27.18 billion (USD 241.19 Million) in the first 

three months of the current fiscal year, which has decreased significantly compared to the 

current account deficit of NPR 81.74 billion (USD 725.35 Million) in the same review period 

of the previous year. Balance of payment has also shown improvement and registered a 

surplus of NPR 14.43 billion (USD 128 Million) in the review period. The total trade deficit 

narrowed by 12% and amounted to NPR 307.78 billion (USD 2.73 Billion) in the review period. 

Export to India increased by 35.8%, while export to China and other countries decreased 

by 19.9% and 11.7% respectively. As per customs points, exports from Birgunj Customs 

Office, Biratnagar Customs Office, Mechi Customs Office, and Kanchanpur Customs 

Office increased compared to exports from other major customs points decreased. Palm 

oil, cardamom, medicine (ayurvedic), jute goods, yarn (polyester and other) were the main 

goods whose export increased in the review period. Gold imports have dropped sharply 

during the review period as customs duty increased, resulting in a hike in prices.  

Foreign Trade Scenario: Table 5 
reflects the trade scenario of the first 
three months of FY 2019/20. In the 

review period, merchandise exports 
increased by 14.4% compared to an 
increase of 16.1% a year ago. The 

total export was recorded to be NPR 
27.17 billion (USD 241.1 Million) 
in the review period. Export to India 

Table 5: Foreign Trade Statistics of First Three Months of the Financial year 2019/20 (in millions)

Particulars 2017/18 2018/19R 2019P Percentage Change

Annual Three Months Annual Three Months Three Months 2018/19 2019/20

Total Exports 81359.8 20455.2 97109.5 23744.9 27166.8 16.1 14.4

To India 46719.8 10956.0 62731.8 13164.2 17870.9 20.2 35.8

To China 2437.7 493.1 2109.8 564.1 451.9 14.4 -19.9

To Other 
Countries

32202.3 9006.0 32267.9 10016.6 8844.0 11.2 -11.7

Total Imports 1245103.2 260205.3 1418535.3 373587.3 334949.4 43.6 -10.3

From India 814101.6 167750.6 917909.3 236123.4 207412.3 40.8 -12.2

From China 159987.1 36414.1 205527.4 53115.7 59268.2 45.9 11.6

From Other 
Countries

271014.5 56040.6 295098.6 84348.2 68268.8 50.5 -19.1

Total Trade 
Balance

-1163743.4 -239750.2 -1321425.7 -349842.3 -307782.6 45.9 -12.0

With India -767381.8 -156794.6 -855177.5 -222959.2 -189541.5 42.2 -15.0
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Source: Nepal Rastra Bank. Current Macroeconomic Situation (based on three months data of 2018/19)

witnessed a rise of 35.8%. However, 
export to China and other countries 
reduced by 19.9% and 11.7% 
respectively. Similarly, merchandise 
imports reduced by 10.3% in the review 
period to NPR 334.95 billion (USD 
2.972 Billion), while the country had 
experienced an increase of 43.6% in 
the same review period of the previous 
year. Imports from China increased by 
11.6%, whereas imports from India 
and other countries decreased by 
12.2% and 19.1% respectively.99

Top Exports and Imports: During 
the first three months of FY 2019/20 
export of palm oil, cardamom, 
medicine (ayurvedic), jute goods, yarn 
(polyester and other), among others, 
increased whereas, the export of zinc 
sheet, juice, readymade garment, 
woolen carpet, wire, among others, 
decreased in the review period.100 On 
the other side, imports of crude palm 
oil, hot-rolled sheet, other machinery 
and parts, electrical equipment, solar 
panel, among others, increased. 

However, imports of aircraft spare 
parts, M.S. billet, petroleum products, 
gold, transportation equipment and 
parts, among others, decreased in the 
review period. 

Trade Deficit: Due to a sharp drop in 
the import of electrical equipment, 
readymade garments, petroleum 
products and gold, the total trade 
deficit fell by 12% and amounted 
to NPR 307.78 billion (USD 2.73 
Billion) in the first three months of FY 

Figure 12: Foreign Trade of nine months of FY 2018/19

Particulars 2017/18 2018/19R 2019P Percentage Change

Annual Three Months Annual Three Months Three Months 2018/19 2019/20

With China -157549.4 -35921.0 -203417.6 -52551.6 -58816.3 46.3 11.9

With Other 
Countries

-238812.2 -47034.6 -262830.6 -74331.5 -59424.8 58.0 -20.1

Total Foreign 
Trade

1326463 280660.5 1515644.8 397332.2 362116.1 41.6 -8.9

With India 860821.4 178706.6 980641.1 249287.6 225283.2 39.5 -9.6

With China 162424.8 36907.2 207637.2 53679.8 59720.0 45.4 11.3

With Other 
Countries

303216.8 65046.7 327366.5 94364.8 77112.9 45.1 -18.3
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2019/20 as compared to the widened 
trade deficit of 45.9% amounting 
to NPR 349.8 Billion (USD 3.104 
Billion) in the first three months of 
previous fiscal year. Moreover, this 
has positively resulted in the export-
import ratio and indicated an increase 
to 8.1% in the review period from 
6.4% in the corresponding period of 
the previous year.101

Balance of Payment: In the first 
quarter of fiscal year 2019/20, the 
current account registered a deficit 
of NPR 27.18 billion (USD 241.19 
Million). On the contrary, such 
deficit decreased notably in the 
current review year compared to 
the current account deficit of NPR 
81.74 billion (USD 752.35 Million) 
in the same review period of the 
previous year.102 Furthermore, the 
shrinking of imports because of low 
consumer spending has resulted in a 
surplus of NPR 14.43 billion (USD 
128 Million) in the overall balance of 
payments during the review period. 
In contrast, there was a deficit of 
NPR 35.42 billion (USD 314.3 
Million) in the same period of the 
previous year.

4th Nepal-Bangladesh Technical 
Committee meeting: The fourth 
meeting of Nepal-Bangladesh 
Technical Committee for promoting 
trade between the two countries 
took place on 22nd and 23rd 
October 2019. The meeting held 
an extensive discussion on the 
exploration of the prospect of trade 
between the two countries, which 
will help in reducing the trade 
deficit and increasing connectivity.103 

Both country delegations agreed to 
coordinate through their agriculture, 
food technology, and quality control 
departments. The meeting also 
discussed connectivity through 
waterways and transit. Bangladesh 
conveyed optimism on providing 
Nepal cargo vehicles with easy access 
to its seaport for third-country 
trade.104 

Government raises customs duty on 
gold: In the first three months of this 
fiscal year, Nepal imported gold worth 
NPR 60 million (USD 532,434) 
only, while the country imported 
gold worth NPR 7.5 billion (USD 
66.5 Million) in the same period last 
year. Increased customs duty has led 
to a severe increase in prices, due to 
which the import of gold had come 
to a complete halt in the first quarter 
of this fiscal year. Banks imported 600 
kg of the yellow metal in the review 
period, whereas, they used to import 
600-650 kg monthly when the rate 
was normal.105 Meanwhile, this fall of 
gold imports has helped the country 
decrease its trade deficit during the 
review period.

The government has hiked the customs 
duty for gold imported for trade from 
NPR 5000 (USD 44.37) per 10 gram 
to NPR 6500 (USD 57.68). Likewise, 
gold imported for personal use will be 
charged NPR 7500 (USD 66.55) per 
10 grams, whereas the earlier rate was 
NPR 6200 (USD 55). This new rate 
will be applied for import of gold up 
to 50 grams and NPR 8,500 (USD 
75.42) per 10 grams will be imposed 
for imports of above 50 grams and 
up to 100 grams. Moreover, customs 

duty on gold ornaments up to 50 
grams has been raised to NPR 8,500 
(USD 75.42) per 10 grams from 
NPR 7,200 (USD 63.89) per 10 
grams. Similarly, customs duty on 
import of gold ornaments above 50 
grams has been set at NPR 10,000 
(USD 88.74) per 10 grams, whereas 
before the revision, such tariff was 
NPR 9,000 (USD 79.86) per 10 
grams. Also, customs duty on silver 
has been levied NPR 75 (USD 0.67) 
per 10 grams, whereas it was NPR 56 
(USD 0.50) per 10 grams earlier.106 
The duty on these precious metals has 
been reviewed to match the prevailing 
prices in the Indian market to prevent 
smuggling of these metals between 
the two nations. 

Palm Oil Increases overall Export of 
Nepal: Nepal imported palm oil worth 
NPR 5.05 billion (USD 44.81 Million) 
and exported palm oil worth NPR 
5.75 billion (USD 51 Million) during 
the first three months of fiscal year 
2019/20.107 Palm oil is first imported 
in crude form, then processed and 
exported mainly to India. Palm oil and 
soybean oil make up 27% of the total 
export during the review period. The 
massive swell in import and export of 
palm oil in recent time is attributed to 
the low customs duty on this product 
in Nepal compared to India. Nepal 
levies 10% import duty on palm oil 
while India imposes 40% for the 
same. India, which is one of the largest 
importers of palm oil in the world, 
had increased customs duty on crude 
palm oil imported from Association of 
Southeast Asian Nations (ASEAN) by 
USD 5 and refined palm oil by USD 
9.108
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OUTLOOK“
The productivity of Nepali manufacturing industry has surged due to the availability of electricity and this has helped to increase 
the country’s export. On the other side, imposed restrictions on the import of luxury goods along with increased customs 
duty on various products has helped reduce the country’s import. To improve the trade scenario of Nepal furthermore, Nepal 
should be able to diversify its trade in terms of countries and commodities. 

Nepali products are not being able to compete well in the Chinese market, thus justifies the decreasing exports. Reducing the 
cost of production, advertising the products, identifying the changing trends in the Chinese as well as the global market and 
meeting the international quality standards could help the country’s export hit a good number. Nepal should also improve its 
trade structure in terms of commodities and destination. The government can bring policies that are aimed to attract mainly 
export-oriented foreign direct investors to decrease the trade deficit of the country. 
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AGRICULTUREFOREIGN AIDFOREIGN AID

Various efforts and agreements have been reached in the review period to promote foreign 
investments and capitalise on Nepal’s competitive sectors. The amendment to existing 
policies and new laws that assure positive facilitation of investment commitments to Nepal 
has pushed international agencies and banks to invest in the country. In agreements reached 
between the foreign investors and the government of Nepal, investments in infrastructure, 
hydropower projects, tourism sector and trade facilitation have been prioritised.

First-ever climate change project 
grant from Green Climate Fund: 
The Green Climate Fund (GCF) has 
granted Nepal its first-ever significant 
funding for a project which aims 
to address the adverse impacts of 
climate change. The GCF was created 
to support the efforts of developing 
countries to respond to the challenge 
of climate change. During the 24th 
board meeting of the fund in Sangdo, 
South Korea, the first funding 
proposal of Nepal was granted as it 
fell under one of the most vulnerable 
countries to the impacts of climate 
crisis. Nepal had received funding 
from GCF in the earlier years as 
well. For instance, in 2016, it had 
received a grant of USD 2.9 million 
(NPR 326.801 million) under GCF’s 
Readiness and Preparatory Support 
Programme, and a grant of USD 
1 million (NPR 112.69 million) 
under for strengthening the country’s 
institutional capacities to access the 
funds. Coming to the current fiscal 
year, Nepal has received a grant 
of USD 39.3 million (NPR 4.42 
billion) for a project titled ‘Building 
Resilient Churia Region in Nepal 
(BRCRN), which is intended to help 
climate-vulnerable communities and 
ecology.109  

Austrian government to invest 
in two hydropower projects: The 

Austrian government has committed 
to invest in two of the hydropower 
projects with a total installed capacity 
of 735 megawatts (MW)— 635 
MW Dudhkoshi reservoirs and 100 
MW Tamakoshi V projects. A joint 
venture between Italy and Japan 
has been working to prepare the 
detailed project report (DPR) of the 
Dudhkoshi reservoir project, and the 
estimated cost is NPR 220 billion 
(USD 1.95 billion). Similarly, the 
Asian Infrastructure Investment Bank 
has agreed to provide finance worth 
NPR 15 billion (USD 133.10 million) 
for Tamakoshi V project. Besides, 
the Austrian government will also 
provide technical assistance to enhance 
the capacity of the Nepal Electricity 
Authority (NEA)’s training centre.110  

Chinese President pledges financial 
aid to Nepal: The President of China, 
Xi Jinping, visited Nepal, marking 
the first visit by a Chinese president 
in 23 years. According to the 
foreign minister of Nepal, Pradeep 
Gyawali, this visit holds a ‘historical 
significance’. With this visit and with 
the growing Chinese influence in 
the Himalayan nation, China and 
Nepal signed 20 deals and pledged 
nearly USD 500 million (NPR 56.34 
billion) in financial aid to Nepal.111  

On his first day, President Xi and 

Prime Minister KP Sharma Oli signed 
18 agreements and exchanged two 
letters on issues such as connectivity, 
security, border management, trade, 
tourism and education. Likewise, on 
the second day during his talks with 
President Bidhya Devi Bhandari, he 
committed economic assistance for 
2020/22 worth NPR 56 billion (USD 
496.93 million) over the following two 
years. President Xi also announced 
that the Chinese government would 
provide the detailed project for 
Kathmandu-Kerung cross-border 
railway and the investments to 
revive the two stalled hydropower 
projects--762 MW Tamor and 1,200 
MW Budhi Gandaki. Additionally, 
grants and soft loans will be further 
provided under the Belt and Road 
Initiative (BRI) and other non-BRI 
projects.112  

Low FDI inflow: The government has 
set an ambitious economic growth 
target of 8.5% for the current fiscal 
year after witnessing three successive 
years of high Gross Domestic 
Product (GDP) growth. To mark a 
robust growth, analysts believe that 
foreign investment is the key. For 
this, accelerating the growth of the 
manufacturing sector, industries, 
increasing export and focusing on 
agriculture, tourism and information 
technology is needed. However, these 
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sectors which need high priority have 
not performed well. The overall FDI 
pledges have also fallen down to NPR 

24 billion (USD 212.97 million) from 
NPR 56 billion (USD 496.93 million). 
The actual inflow of FDI decreased to 

NPR 13 billion (USD 115.36 million) 
from NPR 17.5 billion (USD 155.29 
million) year-on-year in the last fiscal 

Figure 13 Foreign Direct Investment over the years

Source: FCGO, Nepal Rastra Bank and Central Bureau of Statistics
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Figure 14 FDI Flow to South Asia (in USD millions, 2018)

Source: World Investment Report 2019 (UNCTAD)
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year as per the central bank.113

WorldLink bags FDI from UK: 
WorldLink, one of Nepal’s leading 
internet service providers, has 
received FDI worth NPR 1.35 billion 
(USD 11.97 million) from CDC 
Group of the United Kingdom (UK). 
The investment amount will be used 
by WorldLink to expand its internet 
network across seven provinces 
and to the most marginalised areas 
while generating additional 1000 
employment opportunities. The 
investment put in by CDC has let 
them secure a 10% share in the 
company. The current investment 
of CDC is the second investment in 
Nepal, with the first being a three-
year loan of USD 15 million (NPR 
1.69 billion) in Nepal.114  

Five-year partnership strategy 
between ADB and Nepal: A five-year 
Country Partnership Strategy (CPS) 
was released by the ADB to support 
Nepal in achieving a stronger and more 
inclusive economy. The strategy mostly 
focuses on private sector-led growth 
through improved infrastructure, 
hydropower development, renewable 
energy, roads, air transport, logistics, 
trade facilitation, environment 
sustainability and resilience. With 
respect to the terms of the CPS, the 
ADB will lend an estimated USD 500 
million (NPR 56.34 billion) – USD 
600 million (NPR 67.61 billion) on 
average during 2020-22. Further, 
since the strategy had been prepared 
in consultations with the three levels 
of government, the assistance is 
expected to help the transition and 
implementation of federalism in the 
country as well.115 

Joint Financing Agreement (JFA) 
to improve governance: The 
Development Partners Joint Financing 
Arrangement (JFA), comprising 
of the European Union (EU), the 

governments of Switzerland, Norway 
and the UK, has agreed to provide 
grant assistance worth USD 100 
million (NPR 11.26 billion) to Nepal. 
The aid is going to promote capacity 
development programmes for the 
provincial and local government in 
terms of public service delivery, policy 
formulation, partnership funds and 
institutional developments among 
others, with respect to the newly 
established federalisation in Nepal. 
The project will last four fiscal years, 
i.e. beginning from July 2019/20 till 
July 2022/23.116 

Nine international lenders to invest 
in Nepal: On 1 November 2019, nine 
international lenders pledged to invest 
NPR 51 billion (USD 452.56 million) 
in Upper Trishuli-1 project (216 MW) 
in Rasuwa district. The International 
Finance Corporation (IFC), Asian 
Development Bank (ADB), Asian 
Infrastructure Investment Bank 
(AIIB), Export-Import Bank of Korea 
(K-EXIM), Korea Development Bank 
(KDB), CDC Group PLC (CDC), 
Netherlands Development Finance 
Company (FMO), PROAPRCO 
Development Financial Institution 
(PROPARCO) and the OPEC Fund 
for International Development 
(OFID) are the parties involved. 
The hydropower project was being 
developed by Nepal Water and 
Energy Development Company 
(NWEDC). Five out of the nine of 

the international companies have 
shares in the project.117 

Following this, on 2 November 2019, the 
financing agreement between NWEDC 
and the nine international lenders was 
signed with the loan amounts set. The 
project will generate 1,633 GWh of 
power annually and once completed, 
the project will ensure electricity access 
to millions of people. The project has 
also gained positive support from Prime 
Minister KP Sharma Oli and is the first 
project in South Asia to complete the 
Free Prior Informed Consent (FPIC) 
from the locals.118

Promoting FDI through a CNI and 
NRNA pact: An agreement to promote 
foreign direct investment (FDI) in 
Nepal and Nepali products abroad 
was signed between Confederation 
of Nepalese Industries (CNI) and 
Non-Resident Nepali Association 
(NRNA). The agreement has stressed 
on bringing international expertise 
and technology in Nepal’s industrial 
development through Non-residential 
Nepalis (NRNs). Further, the 
document emphasises on facilitating 
collaboration between NRNs and 
private sector in infrastructure, 
tourism, hydropower, agriculture and 
technology. The NRNs have vowed to 
invest NPR 10 billion (USD 88.73 
million) in various infrastructure 
development projects in the country 
in this fiscal year. However, the 

Table 6 Existing investment commitment by international lenders

Company name Share percent
Korea South East Power Co Ltd 50% 

Daelim Industrial Co Ltd 15% 

Kyeryong Construction Co Ltd 10%

International Finance Corporation (IFC) 15%

Jade Power 10%

Source: Nepal Water and Energy Development Company (NWEDC)
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Investment Fund has to be utilised and 
mobilised effectively and efficiently to 
bring in foreign investment.119 

Bangladesh intends to fund 20 
hydropower projects: During 
the fourth meeting of the Nepal-
Bangladesh Technical Committee, 
Bangladesh and Nepal have positively 
shown interest in simplifying 
existing issues in tariff and non-tariff 
barriers. Along with the trade issues, 
Bangladesh has shown a keen interest 
in investing in 20 hydropower projects 
in Nepal. The officials from both the 

Table 7 Loan amounts pledged by the nine international leaders

Name Loan amount (in USD millions) Loan amount (in NPR billions)

IFC 161.3 18.17

ADB 60 6.76

AIIB 39.6 4.46

K-EXIM 100 11.26

KDB 30.8 3.47

CDC 21.9 2.46

FMO 15.4 1.73

PROPARCO 11 1.23

OFID 13.2 1.48

countries have agreed to trade power 
through the transmission network 
of India, and use the Indian grid for 
which a tripartite meeting within the 
three countries will be held within the 
next three months.120 

Drop in investment projects, 
yet an increase in investment 
commitments: Despite the drop in 
the number of investment projects this 
year, 77 projects in the first quarter in 
comparison to 129 projects last year, the 
Department of Industry revealed that 
Nepal has received enormous amounts 

of foreign investment commitments, 
amounting to NPR 10.76 billion. The 
investment pledges during mid-July to 
mid-October last year totalled NPR 4.8 
billion, but the amount has doubled in 
the same period this year. Among the 
list of potential investors, China topped 
the list with a commitment of more 
than 90%, NPR 9.99 billion, mostly 
in the tourism sector.  The amendment 
in policies surrounding the industrial 
and business sector as well as Nepal’s 
improvement in the doing business 
index has been attributed for this 
growth.121

Source: Nepal Water and Energy Development Company (NWEDC)

OUTLOOK“
Foreign aid in Nepal is one of the subjects of development rhetoric. Given this, it is quite evident that despite the growing 
number of non-governmental organisations (NGOs) and significant amounts of foreign aid, Nepal remains one of the 
poorest countries in South Asia and has been struggling to increase the export-import ratio. However, over the years, with 
Nepal’s priority sectors being relooked into and thus, various agreements and pact between many countries being signed 
during the review period, significant impacts can be expected. Investment commitments on climate change, education, 
infrastructure, tourism and ICT sector has been visible. To demonstrate similar progress, policymaking, program design 
and implementation of the aid commitments collectively serve as an integral part of Nepal’s economy. This is why a greater 
focus on building an enabling environment in alignment with the foreign aid commitments is extremely crucial.
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REMITTANCEREMITTANCE

The review period depicts a glaring picture of the remittance economy in the overall context of 

Nepal’s growth. While remittance inflow amounts have been on an increasing trend, the foreign 

currency reserves and trade deficit has not shown the same pace of increment. As a result, the 

balance of payments of the country is witnessing a downfall. Additionally, the harsh reality of 

working conditions in Malaysia and South Korea has also been described in the review period. 

Efforts have been taken to reform and bring in new policies to smoothen the migrant transfer 

and the operating system in Malaysia. However, similar steps are yet to be taken for the other 

destination. 

Remittance amounts over NPR 
879 billion (USD 7.8 billion): As per 
the latest macroeconomic report of 
Nepal Rastra Bank (NRB), despite 
the decline in the number of migrant 
workers, the remittances inflow 
increased by 16.5% to reach at NPR 
879.27 billion (USD 7.80 billion) 
during mid-July 2018 to mid-July 
2019.  A fall of 9.3% was witnessed 
during the same period in the previous 
year. The NRB report also showed that 
the remittance amount increased by 
7.8% in US dollar terms compared to 
10.2% in the previous year. However, 
the foreign currency reserve has been 
struggling due to the swelling trade 
deficit of NPR 1321.43 billion (USD 
11.73 billion) (13.5%). Nepal’s 
foreign currency reserves as of mid-
July 2019 stood at USD 9.50 billion 
(USD 84.30 million)--a plunge from 
USD 10.08 billion in mid-July 2018. 
This decrease in the foreign currency 
reserves has negatively hit the balance 
of payments (BoPs) as the deficit 
amounted to NPR 67.40 billion 
(USD 598.10 million) compared to 
a surplus of NPR 960 million (USD 
8.51 million) in the previous year.122 

Remittance inflow drops after 
four years: According to the 
macroeconomic report of the first 
two months of 2019/20 (from mid-
July to mid-September) published 
by the NRB, the remittance inflow 
decreased by 0.3% to NPR 153.73 
billion (USD 1.364 billion) against 
an increase of 33.4% in the same 
period of the previous year. Although 
the data records remittance inflow of 
the first two months, the update had 
been posted as of late. The Foreign 
Exchange Management Department 
of the central bank is yet to dig into 
the actual reason behind this fall in 
remittance that has been witnessed 
after almost four years. Certain 
reasons such as the mild outflow of 
migrant workers in recent months and 
halt in the supply of migrant workers 
to Malaysia have been cited behind 
the downfall in the amount. However, 
the remittance inflow is expected 
to increase in the third month of 
the fiscal year (mid-September to 
mid-October) where workers often 
send money back home due to the 
festive-sentiments.123 Overall, in 
a remittance-driven economy like 

Nepal, marginal fluctuations can play 
a big role in the balance of payments 
(BoP).

Migrant labour supply agreement 
signed between Malaysia-Nepal: 
Previously Himal Khabarpatrika 
and Malaysiakini through intensive 
investigation had determined that 
there was collusion between corrupt 
Nepali and Malaysian officials as 
well as private companies to charge 
exorbitant fees from migrant workers. 
In the light of this investigation, 
the Minister of Labour, Gokarna 
Bista, had stopped Nepalis from 
going to Malaysia for work in May 
2018. He also signed a landmark 
MoU with Malaysian Minister for 
Human Resources, M Kulasegeran, 
on 29 October 2018 which stated 
that employers were required to pay 
for visa fees and air tickets of Nepali 
migrant workers with guaranteed 
timely salary payments. 

Still, the labour supply was in a halt 
as the MoU was not implemented 
due to the Malaysian government’s 
unwillingness. However, after the 
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Joint Working Committee in Kuala 
Lampur worked on the technical 
details, the possibility of Nepali 
workers to resume working in 
Malaysia seemed to open up.124  The 
two governments have signed125 the 
Nepal-Malaysia Labour Pact which 
came into effect starting 12 September 
2019 after the Malaysian government 
agreed to implement the MoU that 
was signed earlier in 2018 at the 
bilateral technical committee meeting 
held in Kuala Lampur in September 
2019. The recent Labour Pact states 
that the Malaysian employers will 
bear all the costs involved in recruiting 
Nepali migrants to Malaysian jobs 
and Nepali workers will be free of the 
recruitment fees. Besides, service tax, 
cost of two-way air ticket, medical 
check-up costs and security checks 
will also be handled by the Malaysian 
employers. Additionally, the contract 

period had been reduced to two years 
from three and migrant workers’ 
protection will also be ensured 
throughout.126  

Similarly, a Malaysian team will visit 
Nepal in November to inspect medical 
facilities/medical examinations of 
Nepalis aspiring to work abroad. This 
medical examination is also a part of 
the October MoU and was one of 
the most important agendas of the 
latest meeting. The new agreement 
mandates that 86 out the 122 enlisted 
health institutions will be inspected by 
the Malaysian authorities to include 
them on a list of authorised medical 
examination facilities.127   

Women workers sent to restricted 
countries by immigration staffers: 
According to an investigation by the 
Commission for the Investigation of 

Abuse of Authority (CIAA), many 
workers, mainly women, were being 
granted departure permit on visit visa 
for Qatar and Dubai in an unauthorised 
manner by the Immigration Office 
at the Tribhuvan International 
Airport (TIA) in collusion with 
middlemen. During the investigation, 
an immigration officer named Kamal 
Prasad Parajuli has been arrested on 
accusation of falsely and unethically 
putting departure stamps on the visas 
without maintaining any records. The 
migrants would provide NPR 10,000 
(USD 88.73) each to the immigration 
employees through agents to not get 
their documents or records verified, and 
later getting their details destroyed. The 
count of the illegal departure permits 
has reached to 249. The employees 
have collected NPR 2.48 million (USD 
22.01 thousand) from 248 persons 
through this process.128 

Figure 15 Worker's remittance inflow (in NPR billions)

Source: Current Macroeconomic and Financial Update, Mid-Sept 2019, NRB

2014/15

617.3
665.1

695.5
755.1

879.3

154.2
153.7

2015/16

Annual remittance Mid-sept remittance

2016/17 2017/18 2018/19 2019/20



DOCKING NEPAL’S ECONOMIC ANALYSIS56

The current trend is in strict contrast 
to the existing laws--Parliament’s 
International and Labour Relations 
Committee bans sending women 
to Dubai and Qatar as housemaids. 
According to the ‘Rights Situation 
of Migrant Workers’ 2019 report by 
National Human Rights Commission, 
the ban had failed to prohibit women 
from migrating to Gulf countries 
and had rather increased illegal and 
unauthorised means such as the 
issuance of unverified departure 
permits to go to Gulf countries.

Nepal-UAE JWC meeting: The 
first meeting of the labour-related 
joint working committee (JWC) 
of Nepal and the United Arab 
Emirates (UAE) commenced from 
3 November 2019. The objective 
of the meeting was to implement 
the previous memorandum of 
understanding (MoU) signed on 14 
June  between Nepal and the UAE. 
The representatives from both the 
countries took part in the first of the 
two-day meeting and discussed the 
implementation of the MoU, fixing 
the costs regarding the recruitment 
of workers, employment and their 
return. According to the Joint 
Secretary at the Ministry of Labour, 
Employment and Social Security 
(MoLESS), the next meeting will 
further discuss resolving technical 
issues related to the implementation 
of the labour agreement, determining 
a modality for the enforcement of 
the MoU, occupational injuries or 
diseases while working in destination 
country, fair and equal treatment of 

Nepali migrant workers compared 
to other foreign workers in the UAE 
including wage portion, working 
conditions, grievance handling and 
access to justice.129 

Suicides of Nepali migrant workers: 
As per a recent data published by the 
Embassy of Nepal in Seoul, there 
were a total of 143 deaths of Nepali 
workers in South Korea between the 
periods of 2009 to 2018. Out of this 
number, 43 people had committed 
suicide accounting for 30.1%. 
Most of these deaths comprised 
of Nepali migrants who were E-9 
non-professional employment visa 
holders who went to South Korea 
under the employment permit system 
and were highly educated, but were 
employed at farms and factories that 
suffer a chronic labour shortage.130  
However, a bigger tragedy is that the 
governments of both countries are not 
paying much attention to the growing 
number of suicide cases. 

Similarly, a field survey carried out 
among 141 migrant workers by the 
Seoul Shinmun newspaper, Green 
Hospital and the Migrants Trade 
Union in August revealed that there 
were four main factors behind the 
suicide rates: gap between expectation 
and reality of working in Korea, 
lack of exit, high expectations from 
loved ones back home and ruined 
relationships in Nepal. Out of the 
respondents, 28% reasoned that there 
was a gap between the reality of their 
work and the expectations. Likewise, 
45.6% cited that they worked more 

than 52 hours a week and 19% 
worked 60 hours a week and only 
26% had a normal 5-day work week. 
This meant that 71% of respondents 
wanted to find a new job because 
36% of them found that the working 
hours were long and the conditions 
were not favourable.131  

New laws for labour re-entry permit: 
According to the Department of 
Foreign Employment (DoFE), new 
rules for migrant workers who have 
returned home from various labour 
destinations have been put in place. 
The government body overseeing 
labour migration has decided that 
those who have returned home 
for a break would have to produce 
documents proving their skills 
required for the jobs and mentioning 
the relevant profession on their visas 
to receive a labour re-entry permit. 
The DoFE believes that this move will 
ensure uniformity by obtaining visa 
details, job contracts and work permits 
of the labourers. However, the Nepali 
workers and labour rights activists 
are not in line with the government’s 
decision. They believe that such new 
rules will prevent Nepali workers 
from getting well-paying jobs, 
especially for poor migrant workers, 
because the new rule would mean 
deprivation of instances where some 
countries like Saudi Arabia prefer to 
hire labourers from Nepal for some 
categories of work where their own 
citizens have reserved seats. Thus, 
oversight is essential in drafting and 
implementing new rules.132
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OUTLOOK“
Nepal is undoubtedly a remittance-driven economy. It has a long history of international labour migration wherein migrant workers 
send substantial amounts to their families here. The remittance inflow has mostly covered trade deficit and balance of payment 
mismatch by serving as one of the major sources of foreign currency earning. Because of this, the fall in remittance amount 
during the first two months of the fiscal year is a matter of huge concern. The remittance inflows are likely to fall even more if the 
number of migrant workers decreases. Still, steps like encouraging and initiating new labour pacts, revisiting labour agreements 
and bringing in reforms in this sector have helped keep Nepal’s economy afloat. 

In the previous years too, efforts surrounding remittance such as increasing labour destinations for the Nepali workers have been 
much emphasised, but Nepali workers often had to go through issues regarding labour safety, protection of human rights and 
working conditions. Given this, this review period has highly focused on these issues and has attempted to create an enabling 
environment for the workers. There is a dire need to encourage, welcome, support and appreciate many more of such positive 
moves in the coming days.
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FINANCIAL MARKETFINANCIAL MARKET

At the end of the first quarter (mid-October) of the fiscal year 2019/20, net profit of commercial 

banks increased by 7.8% as compared to a whopping growth of 44.9% during 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 three months of the fiscal 
year (FY) 2019/20 published by 
the Nepal Rastra Bank (NRB) are 
highlighted below:

Deposit and Credit 
Mobilisation
Deposits at Banks and Financial 
Institutions (BFIs) increased by 3% 
in the review period. Of the total 
deposits at BFIs, the share of demand 
deposits, saving and fixed deposits 
stands at 8.0%, 33% and 47.8% 
respectively while the share was 8%, 
35% and 46.2% a year ago. In terms 
of institutional deposits, the share of 
such deposit stands at 44.8% in the 
total deposits compared to 43.8% in 
mid-October 2018.

Likewise, credit extended to the 
private sector by BFIs increased by 
4.3% in the review period as compared 
to an increase of 7.2% in the previous 
fiscal year. Of the total outstanding 
credit of BFIs, 64.4% is against the 
collateral of land and building and 
13.7% 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 4.8% and 

trust receipt (import) loan extended 
by commercial banks increased by 
8.9% during the review period. 
Similarly, term loan increased by 7%, 
Hire Purchase loan increased by 0.4% 
while overdraft loan increased by 1%.

Liquidity Management
In the review period, the NRB 
mopped up NPR 30 billion (USD 
266.2 million) liquidity through open 
market operations compared to NPR 
95.35 billion (USD 846.1) in the 
corresponding period of the previous 
year.

NRB injected net liquidity of NPR 
102.22 billion (USD 907.1 million) 
through the net purchase of USD 
898.5 million from foreign exchange 
market (commercial banks). Similarly, 
the NRB also purchased Indian 
currency (INR) equivalent to NPR 
119.98 billion (USD 1.06 billion) 
through the sale of USD 1.06 billion, 
during the review period.

Foreign Exchange Reserves 
and Adequacy 
The gross foreign reserves stood at 
NPR 1087.73 billion (USD 9.7 
billion) at mid-October 2019 as 
compared to NPR 1,120.92 billion 
(USD 9.9 billion) at the end of 
mid-October 2018. Out of the total 
foreign exchanges, reserves held by 
the NRB decreased to NPR 943.83 
billion (USD 8.4 billion) at mid-
October 2019 from NPR 989.64 

billion (USD 8.8 billion) at mid-
October 2018. The share of INR in 
total reserves stood at 25.1%.

Based on the imports of the first 
three months of the FY 2019/20, 
the foreign exchange holdings of the 
banking sector is sufficient to cover 
the prospective merchandise imports 
of 9.8 months, and merchandise and 
services imports of 8.5 months. The 
ratio of reserve-to-GDP, reserve-to-
imports and reserve-to-M2 stood at 
31.5%, 71.1% and 29.2% respectively 
as at mid-October 2019.

Interest Rates
The weighted average 91-day 
Treasury bill rate increased to 4.33% 
in the third month of FY 2019/20 
from 1.77% a year ago. Likewise, 
the weighted average inter-bank 
transaction rate among commercial 
banks, which was 1.86% a year ago, 
increased to 4.62% in the review 
month. The weighted average base 
rate of commercial banks decreased 
to 9.56% in the review month from 
10.23% a year ago while weighted 
average deposit rate and lending rate 
of commercial banks stood at 6.75% 
and 11.98% respectively.

Balance of Payment (BOP)
In terms of BOP, the current account 
fell into a deficit of NPR 27.18 billion 
(USD 27.2 billion) in the review 
period. The deficit was NPR 81.74 
billion (USD 725.4 million) in the 
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same period of the previous fiscal 
year. The overall BOP remained at a 
surplus of NPR 14.43 billion (USD 
128.1 million) in the review period as 
compared to the deficit of NPR 35.42 
billion (USD 314.3 million) last year 
in the same review period.

First Quarter Performance 
Analysis of Commercial Banks
As per the unaudited first quarter 
financial results of commercial banks 
for the three months of FY 2019/20, 
as shown in Table, the operating 
profit of commercial banks grew by 
3.6% while the net profit increased by 
7.8% compared to the corresponding 
figure of the previous fiscal year. 

Rastriya Banijya Bank was able to post 
the highest net profit of NPR 1.13 
billion (USD 10 million) followed by 
Nabil Bank NPR 1.12 billion (USD 
9.9 million), NIC Asia NPR 1.01 
billion (USD 9 million) and Nepal 
Investment Bank 844 million (USD 
7.5 million) at the end of this quarter. 
Likewise, at the end of the first 
quarter, the average Non-Performing 
Loan (NPL) of banks had stood 
1.6% and the average cost of funds 
of commercial banks stood at 6.9% 

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 
11.1% of Civil Bank and the lowest 
being 6.6% of Rastra Banijya Bank.

Key Developments
Global IME and Janata Bank makes 
the final push towards merger

Global IME Bank and Janata Bank 
signed a final agreement with regards 
to the merger on 25 October 2019. 
Both the banks had signed an initial 
merger agreement on 5 July 2019. 
Following the final approval from the 
NRB, the newly formed institution 
will become the biggest commercial 
bank of Nepal with a paid-up capital 
of NPR 19 billion (USD 168.6 
million), deposit collection figure of 
NPR 212 billion (USD 1.9 billion) 
and loan disbursement of NPR 200 
billion (USD 1.8 billion). The bank 
will also have more than 850 branches 
and service point in Nepal.133

Commercial Banks submit 
M&A progress to NRB
In line with policies encouraging 
banks and financial institutions to 

merge, seven banks had submitted 
their progress records until mid-
October. These banks are – Sanima 
Bank, Nabil Bank, Janata Bank, 
Laxmi Bank, Everest Bank, Prime 
Bank and NMB Bank. 

However, the majority of banks have 
informed the NRB that they are 
searching for partners as they form 
technical committees for that. On the 
other hand, banks have been urging 
the government to reduce the income 
tax levied on them by at least 5% for 
five years (if they choose to merge). 
The monetary policy also announced 
several incentives for banks that merge, 
including extension of the deadline 
for such banks to float required loans 
in agriculture, energy and tourism 
sectors till mid-July 2021.134

Nepal Bank announces first 
dividend in 23 years
The board of directors meeting of the 
company on 17 November proposed a 
25% dividend to its shareholders. The 
Nepal Bank is set to distribute 15% 
stock and 10% cash dividend to the 
shareholders.135 However, the proposal 
is still yet to be approved from the 
NRB and its upcoming AGM.

OUTLOOK“
As per commercial bank’s unaudited reports for the first quarter of FY 2019/20, their net profit grew only by 6.25%, earning them 
a net profit of NPR 16.17 billion (USD 143.5 million). The growth rate is very low in comparison to the growth rates of the past 
fiscal years. During the same period last fiscal year, the operating profit of commercial banks had increased by 53.6% while 
the net profit increased by 44.9%. The profitability of Banks and Financial Institutions (BFIs) is likely to get affected in coming 
quarters as BFIs are in an expansion spree.

Additionally, the new provision for calculating the spread rate is expected to affect BFIs profitability. The Monetary Policy for FY 
2019-20 had paved the way for the new spread calculation rule, which prevented the banks from including their interest-earning 
from investments in government securities while calculating the rate. Also, a lower spread margin due to the regulatory requirement 
to maintain the spread rate at 4.4% is likely to decrease bank’s profit margin gradually. Likewise, the gradual increase in on-
performing loan (NPL) is also believed to be one of the reasons for the reduction in the profitability of banks. Only nine banks 
show below 1% non-performing loans for the first quarter. On the other hand, BFIs have been more aggressive on lending in 
comparison to the deposit growth, which is likely to raise the problem of inadequate investable fund.
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Table 9: Key Indicators

 Aug 25th, 2019 Nov 21st, 2019 % Change

NEPSE Index 1,213.07 1,120.60 -7.62%

Sub-Indices 1167.42 1097.95 -5.95%

Commercial Bank 1,097.95 1,031.19 -6.08%

Development Bank 1,588.98 1,535.61 -3.36%

Hydropower 1,048.03 914.23 -12.77%

Finance 582.07 557.15 -4.28%

Non-Life Insurance 4,759.17 4,061.59 -14.66%

Others 696.31 636.16 -8.64%

Hotels 2,022.69 1,755.88 -13.19%

Microfinance 1,516.89 1,473.67 -2.85%

Life Insurance 5,702.96 4,955.24 -13.11%

Manufacturing & Processing 2,560.64 2,259.76 -11.75%
Source: NEPSE

The sole secondary benchmark index fell by -7.62% to close at 1120.60 points during the 
review period (25 August 2019 to 21 November 2019)

Secondary Market: 
During the review period, the Nepal 
Stock Exchange (NEPSE) index 
witnessed a downfall of 7.62% to close 
at 1120.60 points. The market had 
undergone a lot of fluctuations over 
the period and at the end of the review 
period, the total market capitalisation 
had reached NPR 1,421.89 billion 

(USD 12.61 billion) while the total 
floated market capitalisation had 
reached to NPR 516.88 billion (USD 
4.58 billion).

As depicted in Table 9, none of 
the sub-indices landed in the green 
zone during the review period. The 
biggest loser was Non-Life Insurance 

sub-index (-14.66%), followed by 
Hotels sub-index (-13.11%) and 
Life Insurance sub-index (-13.11%). 
Similarly, Hydropower (-12.77%), 
Manufacturing & Processing 
(-11.75%), Others (-8.64%), 
Commercial Bank (-6.08%), Finance 
(-4.28%), Development banks 
(-3.36%) and Microfinance (-2.85%) 

Figure 16: NEPSE Movement Index

Source: NEPSE
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also continue to move downwards. 
Overall, even with the bearish 
sentiment in the market, the total 
market turnover during the period 
stood at NPR 15.706 billion (USD 
139.37 million).

Primary Market:
In the public issue front, the market 
experienced Initial Public Offerings 
(IPOs) of numerous companies and 
securities during the review period.
» NMB Laghubitta issued right 

share, i.e. 2,430,093 equity 
shares worth NPR 243 million 
(USD 2.15 million). SEBON 
had approved the company to 
issue 1:1.5 right shares to the 
public. Sunrise Capital has been 
appointed as its issue manager. 
ICRA Nepal has assigned 
[ICRANP] IPO Grade 4 rating 
to the issue, indicating below 
average fundamentals.

» Shiva Shree Hydropower offered 
primary shares of 2,214,600 
units worth NPR 335.11 million 
(USD 2.97 million) with the face 
value of NPR 100 (USD 0.88). 
Siddhartha Capital is its issue 
manager. However, the issue was 
undersubscribed due to which 
the underwriters of the issue (i.e. 
Muktinath Capital and CBIL 
Capital) were expected to buy the 
remainder of the issue. In the same 
background, due to confusion 
and disagreement between the 
company and the underwriters of 
the issue, SEBON has stepped in 
asking for further clarification. 

» Sunrise Capital has floated its 
first scheme named Sunrise First 
Mutual Fund Scheme with ten 
crore units of new equity shares. 
Care Ratings Nepal has assigned 
Fund Management Quality 
Rating (FMQR) AMC 3, which 
means “adequate assurance on 
management quality of Assets 
Management Company (AMC)” 

to the company.

In the pipeline:

» IPOs of Singhati Hydro Energy 
worth NPR 4.35 million (USD 
38.60 thousand) has been 
added to the pipeline. For this 
company, Mega Capital Market 
has been appointed as the issue 
manager and CARE-NP IPO 
Grade 4 has been assigned by 
CRNL indicating below-average 
fundamentals.

» Nepal Reinsurance Company is 
also going to issue primary shares 
worth NPR 16 billion (USD 
141.98 million). For Nepal 
Re-insurance, RBB Merchant 
Banking has been appointed as 
the issue manager and IPO Grade 
2 has been assigned by ICRA 
Nepal indicating above average 
fundamentals.

» Terathum Power’s 1,200,000 
primary shares worth NPR 120 
million (USD 1.06 million) 
has been added to the pipeline 
during the review period. The 
company appointed NIBL Ace 
Capital as the issue manager 
for its IPO. ICRA Nepal has 
assigned [ICRANP] IPO Grade 
4+ rating to the issue, indicating 
below average fundamentals.

» Citizens Bank is going to issue 
“10.25% Citizens Bank Rinpatra 
2086” with 25 lakh units of 
debentures at par value of NPR 
1000 per unit. The total value of 
the issue is estimated to stand at 
NPR 2.50 billion (USD 22.18 
million). Global IME Capital 
has been appointed as its issue 
manager.

» The Nepal Bank Debenture 
2083 worth NPR 2.5 billion 
(USD 22.18 million) having a 
maturity period of 7 years with 
a 10% annual interest yield is 
on the way. The bank is set to 

issue NPR 1 billion (USD 8.87 
million) worth debentures to 
the general public whereas the 
remaining NPR 1.5 billion (USD 
13.31 million) will be issued in 
private placement method. Nabil 
Investment Banking has been 
appointed as an issue manager for 
Nepal Bank to float its debenture.

Key Developments
SEBON directed NEPSE and CDSC 
to submit a progressive report: The 
Securities Exchange Board of Nepal 
(SEBON) directed NEPSE to submit 
a progressive report on the state of the 
market in an attempt to monitor the 
operation of the secondary market. 
Following this, NEPSE had to submit 
a report on the following issues within 
seven days:
» Broker license to banks that have 

fulfilled all the required criteria
» Distribute broker license under 

the federal structure
» Investors’ protection fund and 

revising existing mechanisms on 
investors’ protection

» Employee Provident Fund, 
Citizen Investment Trust and 
Social Security Fund as securities 
dealers to make the OTC market 
active and techno-friendly

» Dematerialisation of small-
scale investors who still have 
materialized shares

» Others

Additionally, SEBON has directed 
(Central Depository System and 
Clearing Ltd) CDSC to submit an 
inspection report regarding illicit 
dematerialisation (Demat) accounts 
opened by depository members. 
The report included topics related 
to effective implementation of 
Settlement Guarantee Fund, System 
Audit and so on. 

Operationalisation of margin 
trading: Discussions and talks about 
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OUTLOOK“
The struggling confidence of the investors led to a panic-stricken secondary market. The festive season did not help as investors 
refrained from making a new investment. Also, the market had a poor volume. The spill over impact of the tightening liquidity in 
the banking sector was also a reflection of this. All of these factors contributed to the weak functioning of the secondary market. 

On the other hand, some efforts were being made to improve the state of the secondary market. Bringing in reforms and assurances 
in the share market from affiliated agencies has boosted investor’s confidence, morale and its subsequent performance. However, 
some reform attempts like the margin lending and attractive dividend declarations have done very little to improve the investor’s 
confidence. The market is likely to continue similarly unless there is a significant improvement in its volume.

implementing margin trading had 
been going on for years, but were 
in vain. After getting the consent 
regarding the operationalisation of 
margin trading from SEBON during 
the review period, NEPSE directed 
the broker companies to act on it, 
citing that it could boost trading in 
the stock market. Through margin 
trading, a platform will be created 
that will enable investors to borrow 
money from their brokers to buy 

shares. Up until now, 21 out of 50 
broker companies have acquired the 
approval from NEPSE. 

A study panel to revise the commission 
rate of brokerages: Currently, brokers 
can charge 0.6% commission on a 
trading amount of up to NPR 50,000 
(USD 443.69), 0.5% on NPR 50,000-
500,000 (USD 443.69-4436.95) and 
0.4% if it exceeds NPR 500,000 (USD 
4436.95). Considering the ongoing 

disappointment among the investors 
regarding the commission rates, the 
SEBON has formed a four-member 
panel to study the rationale of revising 
the commission rates of broker 
companies. Since the implementation 
of a full-fledged online trading system 
has helped reduce the administrative 
cost of brokerage companies, the 
move to revise the rate is expected to 
attract more investors in the secondary 
market.
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THE ROLE OF TRADE IN DEVELOPMENT: NEPAL'S 
TRADE PERFORMANCE AFTER ITS 

WTO MEMBERSHIP

Statistical Officer, World Trade Organisation
Geneva, Switzerland

Economic literature has shown at length how international 
trade can contribute to the overall development of a 
country. Despite efforts made to integrate developing 
countries, like Nepal, in the global and regional trading 
systems, progress made by those countries is still negligible 
and even trade performance varies significantly among 
them. It raises the important question of why trade and 
investment liberalisation does not seem to work for Nepal? 
This note aims to provide some answers. 

Trade is key to both economic development and poverty 
reduction but must be part of a wider effort. Trade 
stimulates income of the poor through its effects on 
economic growth, relative prices, macroeconomic stability 
and government revenues.136  To better integrate developing 
countries into the global economy and leverage their 
overall development through trade, market liberalization 
is encouraged for reaping the benefits of trade in general. 
However, this approach does not fit all. A joint IMF and 
WTO publication pointed out that trade reforms can 
bring unprecedented opportunities, but also involves 
adjustment costs for the poor.137 To illustrate it, a wider 
market may deliver higher average incomes to farmers who 
specialize in producing export crops but may also bring 
greater competition that might reduce the demand for 
poor workers in import-competing sectors. 

Trade liberalisation has been pursued through multilateral 
negotiations as well as regional and bilateral initiatives. 
WTO provides an avenue through various mechanisms to 
help poor member countries to adjust the cost of market 
openings and to reap the benefits of the opportunities, 
which come with its membership. Regional and bilateral 
trade integrations also follow a similar approach where 

poor countries are given more policy space and greater 
flexibilities in foreign markets. Despite efforts made to 
integrate poor countries, like Nepal, in the global and 
regional trading systems, progress made by those countries 
still is negligible and even trade performance varies 
significantly amongst them. Nepal’s efforts on trade and 
investment liberalisation started back in the late 1980s and 
became the first LDC to join WTO in 2004 through the full 
accession process. Shortly after, Cambodia, another LDC, 
also joined in 2004. Nepal is a member of two overlapping 
regional trade agreements, the Bay of Bengal Initiative 
for Multi-Sectoral Technical and Economic Cooperation 
(BIMSTEC) and South Asian Free Trade Area (SAFTA), 
plus has several bilateral trade agreements, including with 
India, its main trading partner. Nepal, as an LDC, receives 
preferential market access in several countries.  Moreover, 
Nepal has recognised for almost a decade that trade is an 
engine for growth and has integrated trade into its national 
development agenda through its trade policy. Despite of all 
these efforts Nepal has made, there is no evidence of a big 
improvement in its overall trade performance. Why, then, 
trade and investment liberalisation has not worked for 
Nepal? What are the key factors? There is no simple answer 
to this. This article aims to give some answers by showing 
the merchandise export performance of Nepal from 2004 
to 2018, will compare it with that of Cambodia in a macro 
level, will discuss some major challenges Nepal faces and 
how the underlying opportunities can be grasped. 

If one looks at the trade performance of Nepal and 
Cambodia since their membership to the WTO until 2018, 
we can see opposite results for both countries (Chart 1). 
While Cambodia's overall trade growth has been positive 
with trade contributing significantly to its overall economic 
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growth, Nepal has experienced a worsening trade balance, 
falling participation of exports in its GDP and reliance on 
a few export products and markets over the past decades. 

Nepal's export to import ratio went from 1:2 in F/
Y2003/04 to 1:6 in F/Y2010/11 and widened even 
further to 1:15 in F/Y2018/19. Exports in US dollars 
stayed level or decreased since F/Y2003/04, while there 
has been a surge in imports. Some people believe this 
shows that market opening as a result of Nepal's accession 
to the WTO was a mistake, that it has been detrimental 
to Nepal. This is wrong. Nepal has enough policy space 
(water in tariffs) under its commitments made in WTO. 
Overall, applied tariffs are significantly lower than bound 
tariffs, with a 14.6 percentage point difference between the 
average MFN applied rate and the average bound rate.138   
Only 10% of MFN applied tariffs, contributing only 15% 
to Nepal's total merchandise imports, are equal to Nepal's 
WTO bound rates. About 85% of total merchandise 
imports is still below Nepal's WTO bound ceiling. Nepal's 
overall applied tariffs before and after WTO membership 
remains pretty much the same (13.8% in 2003 and 12.4% 
in 2018). Therefore, this does not prove that Nepal's 
weaker merchandise trade performance is linked to its 
WTO membership. 

Traditionally, Nepal's export basket has been concentrated 
into very few products and sectors. Nepal's top 25 export 
products (WCO's HS 6 digits) constitute 65% of its total 
merchandise exports in the year 2017 and 2018. This 
includes mainly carpets, palm oils, clothing, iron and steel 
and fruit juices. Furthermore, many key Nepali exports have 
lost their market shares over time. For example, the export 
value of honey declined by 25% on annual average between 
2004 and 2011. Similarly, the share of clothing exports fell 
rapidly because of  the termination of the Agreement on 

Textile and Clothing in 2005. While some new export 
products and sectors have recently emerged (e.g. iron and 
steel, tea, ginger, essential oils, instant noodles, medicinal 
herbs, large cardamom and wool products), Nepal's total 
merchandise exports decreased from USD 908 million in 
2011 to USD 891 million in 2018. 

Nepali exports are also highly concentrated into few 
countries, with India being the destination of 67% of 
total merchandise exports, followed by Germany, the UK, 
Turkey, China and the US. This trend has remained the 
same for a long time. Nepal's exports are vulnerable to 
global economic volatility because of its narrow export 
basket and geographically dependence on few countries. 

On the other hand, Nepal's merchandise imports jumped 
from USD 1,746 Million in FY 2003/04 to USD 13,022 
Million in 2018/19, mostly manufacturing products (led 
by machinery and transport equipment, food and fuels). 
According to the information available in the Trade and 
Export Promotion Centre (TEPC)'s website, Nepal's 
top import products include fuel, gold, cement clinker, 
telephone, rice, vehicles, soybean oil, coal and machinery. 

Over 65% of Nepalis are involved in the agriculture sector, 
which contributes nearly 30% to Nepal's GDP. Most 
agricultural products are increasingly being imported. 
Consequently, Nepal needs to strengthen the productivity 
in the agriculture sector and reallocate resources to achieve 
appropriate economic transformation and diversification. 

Despite this persistent weak trade performance, Nepal 
has managed to grow. The question is, how? Figure 17 
attempts to show how. Remittances represent about 
26% of GDP and have largely financed Nepal's imports. 
Business people have fewer incentives to be entrepreneurs 

Chart 1: Nepal and Cambodia merchandise trade

Source: Based on the data extracted from the Trade Policy Reports of Nepal and Cambodia.
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(domestic producers) than to be importers because of 
various underlying domestic problems. A large portion of 
the government revenue comes from imports. 

Nepal needs to reverse the vicious cycle it faces as shown in 
the figure 17 to improve its trade performance. The private 
sector should be encouraged to participate more in the 
economy, be entrepreneurs rather than importers. Nepal 
should also further address the supply-side constraints 
that impede higher GDP growth rates, particularly energy 
shortages, poor internal transport connectivity and other 
infrastructure impediments, and labour strikes. To do so, 
larger FDI inflows are needed. Better, realistic government 
policies and strong inter-ministerial coordination with 
long-run vision are also required. The tendency of 'What 
you want? – Everything; When do you want? – Now' has 
to be changed.

In conclusion, Nepal's weak trade performance since 2004 
has mostly been the result of supply-side constraints, not 
because of its WTO membership. Nepali exports and 
markets should be further diversified and promoted. To do 
so, Nepal could revisit some trade agreements, for example, 
with India and address the high trading costs it faces as 
a landlocked country. A new Constitution in 2015 and a 
new Government with a large majority in 2018 has helped 
to have more political stability. Since then, several efforts 
have been made to encourage Nepal's development agenda 
and narrowing the trade deficit by stimulating domestic 
production and encouraging exports. There are plenty of 
opportunities for Nepal to benefit being in the middle of 
the two giant neighbours, China and India, such as its big 
hydropower potential among other areas.

Note: most of the figures without source mentioned in the 
text are either the author's own calculation based on the 
raw data collected from Department of Customs, Nepal, 
WTO Statistics database and UNSD Comtrade database. 
And sometimes the values are used from Nepal's recent 
TPR report 2018.

Figure 17: Nepal's goods consumption
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NEPAL TRADE INTEGRATION STRATEGY (NTIS) 
IN ACHIEVING SDG IN NEPAL

VIDUR GHIMIRE (PhD)

Background
World trade is at a critical juncture. The World Trade 
Organisation (WTO) with 164 members, which represents 
98% of world trade, is itself in existential crisis due to 
inward-looking policies and trade tensions between major 
players of the world economy. According to its latest 
report, the world trade grew by 3% in 2018 (34.7% lower 
than the previous year) and expected to grow even slower 
rate of just 2.6% in 2019.139 A fully functional WTO is 
essential for creating a level playing field for least developed 
countries (LDCs) such as Nepal.

High economic vulnerability of LDCs higher investment 
needs to achieve the Sustainable Development Goals by 
2030. According to the UNCTAD, official development 
assistance (ODA) flows to the LDCs have also slowed 
down considerably and remain far below commitments 
reaffirmed in the 2030 Agenda for Sustainable 
Development. Moreover, only a fraction of this assistance 
is channelled to economic infrastructures or productive 
sectors (15 and 8 %, respectively).140 Out of total ODA 
disbursements of USD 1436.6 million, the net Aid for 
Trade (AfT) disbursements to Nepal in 2017 was USD 
488.6 million.141 Following the global trend of decreased 
foreign direct investment (FDI) flows, which declined by 
13% to USD 1. 3 trillion, declining by 51.5 % to USD 
1027 million in 2018.  In the case of Nepal FDI flows 
increased by 25% to USD 161 million in 2018. It is 
noteworthy that Nepal started from a very low base, and 
FDI flows to Nepal is one of the weakest in the region.142

Nepal’s Trade Performance
Sustainable Development Goals (SDG) include trade as a 
means to “finish the job” of eradicating extreme poverty 
by 2030 Trade allows countries to specialise; enables 

technologies, know-how and ideas to spread; and promotes 
competition; and yields economies of scale. All of these 
factors contribute to boosting innovation and productivity, 
which fosters economic growth.143 Trade is mentioned 
explicitly in SDG 17 but has the potential to contribute to 
achieving SDG 1, 8, 9 and 10 among others. International 
trade is an important component of the Nepali economy. 
The sum of exports and imports of goods and services 
measured as a share of the gross domestic product of the 
country was about 54.3 % in 2018.144 Nepal’s exports are 
highly concentrated in a handful of products and countries. 
In goods trade, Nepal has been facing persistently high 
trade deficit (Figure 18).

Nepal foreign trade is concentrated in a handful of 
countries. About 67% of total trade (66% of exports and 
65% of imports) occurs with India alone (Figure 18). In 
2018, 86% of exports went to five countries: India (59%), 
USA (11.8%), Turkey (4.6%), Germany (3.8%) and UK 
(3.4%). Likewise, ten products at the HS-8 digit accounted 
for approximately 40% of exports in 2018.145

Policy, Plans and Strategies for Trade Sector 
Development in Nepal
Trade Policy 2015
Trade Policy 2015 of Government of Nepal has set the 
goal of inclusive and sustainable economic growth by trade 
development and export promotion with the objectives of 
strengthening supply-side capacities and reducing trade 
deficits by increasing exports of value-added competitive 
goods and services to international markets. The Policy 
is expected to be an effective instrument in realising the 
vision of achieving economic prosperity of the country by 
increasing the trade sector's contribution to the national 
economy through export promotion. The Policy has 



NEFPORT ISSUE 39 – DECEMBER 2019 73

identified various export potential 26 goods and seven 
services (Annex 1)146. 

15th Periodic Plan
The 15th periodic plan (2019/20- 2023/24) of Government 
of Nepal targets to reduce the Exports-Imports ratio 
to 1:10.5, and reduction of food, vegetable and other 
consumer goods from 14.7 to 5 % by the end of the plan. 
It has prioritised for the strengthening of competitiveness 
of priority goods and services identified by the Nepal Trade 
Integration Strategy (NTIS) 2016.147

Nepal Trade Integration Strategy (2016) 
The NTIS 2016 has been formulated in close 
complementarity with the Trade Policy 2015. NTIS 2016 
is the third successive trade integration strategy approved 
by the Government of Nepal in May 2016. The Strategy 
seeks to address the outstanding trade and competitiveness 
challenges confronted by the country’s export sector. The 

NTIS 2016 aims at achieving the following objectives: 
1.  Strengthen trade and export enabling environment; 
2.  Focus on product development and strengthen supply 

capacity of priority products 
3.  Strengthen institutional capacity, trade negotiation 

and interagency coordination; and 
4.  Build and enhance trade-related infrastructures 

Priority Export Potential Sectors

The NTIS 2016 has recognised 12 priority export goods 
and services (Annex 2) based on world market condition, 
export performance, domestic supply condition and 
socio-economic impact in terms of inclusive growth and 
sustainable development. 

Agriculture Development Strategy 2015-2035
Agriculture Development Strategy (ADS) 2015-2035148  
of the Government of Nepal has highlighted Nepal’s 
challenges due to growing agricultural trade deficit and 

Figure 18: Direction of Nepal’s Trade

Source: Nepal Rastra Bank, 2019 (Current Macroeconomic and Financial Situation, accessed in December, 2019)
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need to increase value adding in Nepal, including: (i) 
improving quality, safety and labelling up to Codex 
Alimentarius standard; (ii) certification to standards 
for safety, quality, fair trade and organic branding; and 
(iii) processing and product development. The ADS has 
identified action plan for profitable commercialisation, 
increased competitiveness and value chain development of 
priority products, among others. In FY 2018/2019, Nepal 
exported about NPR 22 billion and imported NPR 221 
billion agro-food products, contributing to about 14% of 
the trade deficit of the country.149 

Market Access and Trade Performance of 
Priority Export Potential Products of Nepal
Market Access 
As a LDC, Nepal is beneficiary of Special and Differential 
Treatment (S&D) of the WTO agreements. Merchandise 
exports from Nepal as an LDC benefit from duty-
free, quota-free (DFQF) market access and from more 
favourable rules of origin.150 Nepal is also a beneficiary of 
preferential market access under the EU GSP ‘Everything 
but Arms (EBA).151 The United States grants preferential 
market access under three GSP: GSP-eligible from any 
beneficiary developing country (BDC), GSP-eligible 
for Least Developed Beneficiary Countries (LDBDCs) 
and Nepal Trade Preference Program under which 77 
products originating from Nepal will get zero tariff entry 
into the United States through December 2025.152 As per 
the Global Enabling Trade Report 2016 of the World 
Economic Forum (WEF), Nepal ranks first out of 136 
countries in terms of foreign market access.153 Despite 
market access, Nepal has been far from utilising those 
opportunities (Table 10).

The preference underutilisation of Nepal in agricultural 
products is significant for major trading partners. For 
instance, it is 100% for India (Table 11). There could be 
many reasons for not utilisation of preference. One of 
them could be, availability of other preference option such 
as SAFTA preference, and Nepal-India Bilateral Treaty,154 
other could be failure of meeting required of certificate 
(SPS and rules of origin). Similarly, tariff preferences are or 
can be replaced by non-tariff barriers. Non-tariff measures 
(NTMs) is one of the greatest hurdles being faced by Nepali 
exporters. In a 2016 business survey involving 501 Nepalese 
traders, 51% of exporters and 21% of importers reported 
facing nontariff issues or procedural obstacles to trade. For, 
exports of agro-food products the occurrences of NTMs 
were even higher. Almost 77 % of the agro-food exporters 
reported that they face NTMs.155 Estimates show that for 
Nepal, nontariff trade costs are equivalent to applying a 
325% ad valorem tariff on manufactured exports, 523% 
on agricultural products, and 391% overall.156

Trade Performance of Priority Export Potential Products
Nepal Trade Integration Strategy (NTIS) 2016-the flagship 
trade strategy of the Government of Nepal- is the third 
generation Diagnostic Trade Integration Study of Nepal. 
The first DTIS was carried out in 2003, the second in 2010 
and the third in 2016. The NTIS 2016 has identified niche 
products and three services as priority export potential 
sectors. The priority goods contribution to the total exports 
on average has been about 40%. In fiscal year 2018/19, its 
contribution to total exports was 38.12% (Figure 19).

At the disaggregated level Nepal was a net exporter in all 
NTIS products, except footwear in fiscal year 2018/2019. 

Categories Australia Canada Chile European 
Union

India Japan Korea, 
Republic of

Norway Switzerland Chinese 
Taipei

United 
States

WTO LDC 
Beneficiary 

(Asia)

PTA GSP LDCT Duty-free 
treatment 
for LDCs

EBA DFTP 
Scheme 
for LDCs

GSP Preferential 
Tariff for 
LDCs

GSP GSP Duty 
Free 

Market 
Access 

for LDCs

GSP 
(other 
than 

AGOA)

DFQF 

(% tariff 
lines)

100'% 98.60% 99.50% 98.80% 94.10% 97.90% 89.90% 100% 100% 30.80% 80.50%

MFN rate of 
Zero (% of 
tariff lines)

47.6% 70.6% 0.4% 25.9% 2.6% 39.7% 16.6% 85.2% 20.8% 29.2% 36.9%

Nepal 71.3 55.7 2.3 92.4 0 80.4 42.4 99.7 46.9 37.7 0.4

Table10:  Preference utilisation rates by product groups under each PTA (2015)

Source: WTO utilisation rates under preferential trade arrangements for least developed countries under the LDC duty scheme Note by the secretariat (G/
RO/W/168/Rev.1), accessed in December 2019



NEFPORT ISSUE 39 – DECEMBER 2019 75

Table 11: Underutilisation of trade preferences in agricultural products of Nepal

Country/Group Type Under Utilisation

Australia
(1) (%) 0.3

(2) 1.1

Canada
(1) (%) 19.6

(2) 77.1

Chile
(1) (%) 100.0

(2) 0.9

China
(1) (%) 64.4

(2) 55.3

EU
(1) (%) 6.5

(2) 116.1

India
(1) (%) 100.0

(2) 112,182.4

Japan
(1) (%) 5.8

(2) 69.8

Rep. of Korea
(1) (%) 30.1

(2) 70.1

Norway
(1) (%) 0.0

(2) 0.0

Switzerland
(1) (%) 30.7

(2) 19.6

Thailand
(1) (%) 100.0

(2) 30.3

USA (LDC)
(1) (%) 8.8

(2) 80.1

*(1) Share of total imports eligible for LDC preferences but not receiving preferential treatment (%)
**(2) Value of total imports eligible for LDC preferences but not receiving preferential treatment (in thousand USD)
Source: WTO (2019). Utilisation rates under preferential trade arrangements for least developed countries under the ldc duty scheme.  Available online:https://docs.wto.org/dol2fe/Pages/
FE_Search/ExportFile.aspx?id=254014&filename=q/G/RO/W185.pdf, accessed 10 December 2019

It is quite noteworthy, for instance, all the problems that 
Nepali Ginger exporters faced in the border (to export to 
India), Nepal exported about NPR 501 million of Ginger, 
while it also imported about NPR 109 million of Ginger. 
Likewise, despite being a priority product for export, Nepal 
was a net importer in footwear products. 

 Conclusion
Nepal faces a challenging geographic environment, 
the poor endowment of human capital, lack of quality 
infrastructure and connectivity. Nepal ranked 114th in 
Logistic Performance Index (with LPI score of 2.51) in 
2018.157 To attract foreign direct investment, an enabling 
environment for doing business through improved 

connectivity, infrastructure and favourable regulations, 
among others, should be improved. Amendments and 
implementation of recently enacted acts such as industrial 
enterprises act, special economic zone act, foreign 
investment and technology transfer act and labour act 
are necessary.  Currently, Nepal ranks 94 out of 190 
countries in ease of doing business ranking.158 Studies 
have revealed that Foreign Direct Investment (FDI) and 
export performance go hand in hand, especially in the 
case of developing countries (Harding & Javorcik 2012159) 
(AbuAl-Foul & Soliman 2008160). 

Nepal enjoys preferential and DFQF market access in the 
developed and developing countries market. However, 
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Figure 19:  NTIS priority Potential Exports

Source: Trade and Export Promotion Centre, accessed on December 2019

the utilisation rate of such access is not satisfactory. 
Similarly, Nepal needs to diversify its trade in terms of 
trading partners and products. ‘Moving up’ the value 
chain is necessary to by developing new products and 
services, and with collective trademarks, branding, and 
market positioning in case of priority export potential 
products. In line with the NTIS 2016 recommendations, 
public-partnership is necessary for development and 
upgradation of trade infrastructure, including quality 
infrastructures to enhance competitiveness through 

a reduction in trade cost and boosting supply-side 
capacity. Similarly, IT-enabled services- E-commerce 
can contribute to increase the participation of MSMEs 
by reducing the entry cost barriers. The rapid e.trade 
readiness assessment carried out by the UNCTAD with 
the support from Enhanced Integrated Framework (EIF) 
of the WTO  highlights the need to develop a single 
shared vision for national e-commerce development in 
Nepal (for instance, through a National e-commerce 
strategy, or policy).161
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Figure 20: NTIS Priority Products’ Trade

Source: Department of Customs, accessed on December 2019
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NEW EXPORT OPPORTUNITIES FOR NEPAL

 SUDIP BHAJU

Slow and steady
There has always been a continuous bid to promote 
exports since Nepal introduced its trade policy in 1983 
with numerous exports promotion schemes and import-
substituting measures. Almost close to four decades since 
the policy was rolled out and the country is still reeling 
under swelling trade deficits and export incompetence 
with mere gains due to export arbitrage. 

Between 1990 to 2018, the imports have multiplied just 
over six times compared to exports which have grown by 
less than one and a half times.162 This has resulted in a large 
trade deficit of NPR 1321.43 billion (USD 13.12 billion)163  
during the FY2018/19, essentially because Nepal has not 
been able to strengthen its manufacturing and industrial 
base. The high cost of production coupled with poor access 
to international markets is some of the major constraints to 
expanding Nepal’s export. Thus, becoming uncompetitive 
compared to other countries in the region. The slow growth 
in export has been mainly driven by duty-free and quota-
free access of its products to various markets. The exports 
are driven by arbitrage gains rather than being competitive.

Nepal’s economy has shown a different growth trajectory in 
terms of economic growth and development as compared 
to economies globally. That is to say, as the economy grows, 
the contribution of manufacturing and services grow and 
the agricultural economy shrinks. However, in the case 
of Nepal, this has not been true. The contribution of the 
industrial sector has been declining and there has been less 
concentration on export despite the potential in a number 
of export items. Inward remittances have encouraged 
imports as in higher disposable income has propelled 
household consumption – which has not been absorbed 
in the absence of domestic industries. This clearly provides 

the opportunity to strengthen production by taking 
advantage of the growing internal demand. The markets 
have been understood by a few and Nepal has seen many 
domestic brands rolling out their products and capturing 
the domestic market like- Goldstar shoes, KTM City, 
Java coffee and Navaras pickles just to name few. These 
products have not succeeded because of special preferences 
or subsidy from the government, but because they have 
developed comparative advantage and are competing in 
the free market.

Growing markets
The service sector has been emerging as a vibrant sector 
in the economy with 57.8%164 contribution to the gross 
domestic product (GDP) in the year 2018/19. Travel and 
tourism have been one of the key service sectors of the 
country, contributing significantly to the economy both 
in terms of foreign exchange earnings and employment 
creation. The contribution of the tourism sector stood at 
2.1% of GDP.165  

This year, the government set a target of attracting 
2 million tourists by 2020, almost a 100% increase 
compared to 2018, under “Visit Nepal 2020” campaign. 
This has brought about massive investment in hotels not 
only in Kathmandu but all over the country along with 
enhancement of the Tribhuvan International Airport, 
addition of Gautam Buddha International Airport in 
Lumbini and Pokhara Regional International Airport, 
which is expected to provide a promising future for the 
sector.

Information Communication and Technology is another 
service sector which has shown a promising future. An 
increase in qualified workforce, better technologies in the 
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market, and an improvement in the internet infrastructure 
have facilitated its growth. Most of the IT firms are 
engaged in the development of web-enabled applications, 
software development, and deployment of management 
information systems, data processing, call centres, medical 
transcription, animation, and data processing. The sector 
has a range of players, including foreign-owned and private 
firms, as well as thousands of informal freelancers. As the 
data on the operation details of the IT firms are not very 
clear and the government has not been able to record it, 
it has become challenging to determine the amount of 
exports. As per the office of Investment Board of Nepal, 
there are approximately 500 IT services companies in 
Nepal with few having more than 300 employees. Some of 
the big firms are Deer Walk, Cloud Factory, Incessant Rain 
and Verisk. Also, there are many firms like F1 Soft, YCO 
Pvt. Ltd. (previously Yomari) etc. focused on providing IT 
solutions in the local market.

Nepal being an agrarian economy, has not been able 
to scale up due to several constraints binding growth 
such as limited inputs, poor access to smart agricultural 
practices and technologies which has made the sector 
uncompetitive. However, there are few commodities such 
as certified organic off-season vegetables, kiwis, olives 
which is slowly picking up as exports from Nepal. Due 
to small landholdings that limit large productions, Nepal 
can build its competitiveness around producing these 
organically. Since these are not mass-market commodities, 
specific relationships with international wholesalers and 
joint ventures with global firms would be important. 
Coffee is another product that has seen a boost in exports 
recently. Nepal exports Arabica coffee mostly to countries 

such as South Korea, Japan, Britain and the US. Hundreds 
of coffee cafes have sprung up in the capital Kathmandu 
and other cities resulting in the surge for demand in coffee. 
Nepal's coffee farmers have also got a boost from this 
growing demand for the commodity at home. 

Some development has also been noticed in the carpet, 
pashmina and garments industry after a failure to capitalise 
in golden days of the 2000s facilitated by the multi-
fibre agreement. The improvement in product quality 
of garments and carpets customised as per the customer 
needs and designs has allowed the export item to fetch 
good value despite the drop in quantity. This has helped 
in reviving the industry that was almost dead. The industry 
is narrowing, but getting highly specialised and serving 
the niche client segment. Some examples around these are 
garments, carpets, bags and jewellery supplied to high-end 
stores and labels in Canada, Europe, Australia and the US.

Way forward
Nepal needs to strengthen its exports and carve out its 
competitiveness by focusing on skill-based and niche 
products that fetch the price while mitigating the risks 
related to economies of scale. These products experience 
a different challenge such as inability to fulfil large orders; 
high costs involved in identifying agents as well as buyers 
in specific markets; keeping abreast of changes in designs; 
coping with the turnover of scarce, highly skilled staff; 
and enforcing high-quality standards in their production. 
Despite the constraints, Nepal should be able to improve 
its exports by growing entrepreneurship backed by rapidly 
emerging technology, connectivity and focused government 
support for these niche industries.
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PROMOTION OF HANDICRAFT INDUSTRY 
FOR INCLUSIVE GROWTH

SUNIL CHITRAKAR, PHD

Creative Industry
The richness and the sophistication of Nepali art and 
craft are reflected in every monument, old palaces, 
courtyards, temples and alleys in Kathmandu Valley. 
These masterpieces are not only tangible heritage but also 
a rich industry that has a significant contribution to the 
national economy, social progress and cultural promotion. 
Craft making has been part of the lifestyle and livelihood 
option for people of Nepal. This age-old tradition of craft 
making industry is important in today’s national economy 
as it brings foreign currency through export. At the same 
time, it generates over a million employments, providing 
opportunities for marginalised ethnic communities, rural 
population and women. It contributes to the attainment 
of sustainable development goal (SDG) 2030. Promotion 
of handicraft industries contributes to inclusive growth, 
export promotion and helps tourism industries. 

Handicraft industry is based on rich and indigenous 
excellence of craft making. It has cultural, ritual and 
religious significance. Every ethnic group has its unique 
crafts making skills, culture and tradition which make 
Nepali handicrafts unique. Every craft represents each 
ethnic identity and in totality, it carries the identity of 
Nepal in the international arena. Besides, the craft making 
industry is a part of living heritage and hence should be 
promoted and preserved as intangible cultural heritage. 
This adds value in tourism products as many tourists 
come to experience the rich culture, art, crafts and natural 
wonders of Nepal. The  tourism industry can gain so 
much by incorporating this industry to its portfolio as 
supplementary products. Likewise, the handicraft industry 
is important from a social inclusion perspective also. 

Rural communities and ethnic minorities are engaged in 
the handicraft industry. Nettle fibre, popularly known as 
“Allo” is becoming one of the export potential product 
that has been providing livelihood options for thousands 
of people in rural areas. Women of Janakpur are earning 
their livelihood based on Mithila crafts. Rai’s from eastern 
mountains around Arun valley are rich in bamboo and 
basketries. “Radi Pakhi” (wollen felted carpet) from Humla 
and Jumla region is a great value product that brings 
supplementary income for the people in that mountain 
region. Hence, promoting handicraft industry brings 
inclusive development as it includes rural population. 
It also is significant in backward linkages which bring 
economic prosperities to rural communities.  If one looks 
into the livelihood projects by NGOs and INGOs, many 
of them are related to craft-making based on local resources 
and skills of particular geographical territories. 

Handicraft Export 
The handicraft industry took commercial outlook only in 
the late 60s as Nepal opened itself to the world. Early carpets 
from Tibetan Refugee camp were exported to Switzerland, 
and that was the beginning of systematic handicraft exports 
from Nepal. Although a census has not been carried out to 
record the total employment in this sector, according to 
the estimates of the Federation of Handicraft Association  
of Nepal (FHAN) 1.4 million people, where the number 
of women participation is significant, are employed in 
the sector.166 This industry is also significant as many of 
the crafts are based on local resources and higher value 
addition. Products such as handmade paper, wood carving, 
stone works and basketries have higher value addition. 
Moreover, this industry is also a major contributor to 
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In the textile product category, Pashmina is losing its 
position against Felt products. In FY 2008/09, Pashmina’s 
share was 39% of the total textile product category 
compared to Felt products which were at 20.25% only. 
However, in FY 2018/19 Pashmina’s share on total textile 
product export has gone down to 6.47% whereas Felt’s 
contribution has increased to 70.17%. Also, the total 
value of Pashmina export has gone down significantly over 
the last five years. In FY 2014/15, the value of Pashimna 
export was NRP 517 million, which declined to NRP 168 
million in FY 2018/19. 

The growth of Felt product has been remarkable in recent 
years.  Over the period of five years, its share to total textile 
has grown from 39.73% in FY 2014/15 to 70.17% in 
FY 2018/19, reaching a total value of NPR 1.83 billion. 
The export of Felt products increased by 24.10% in FY 
2014/15, 17.21% in FY 2015/16, 38.14% in FY 2016/17 
and 4.30% in FY 2017/18.  

Third major textile export is woollen products, whose share 
to total textile export has also decreased in the last five years 
in terms of value and percentage. In FY 2018-19, woollen 
product comprised of just 15.08% of the total textile 
product with the value of NRP 392.1 million, which is 
14% lower than the previous year. 

Despite the government and NGO efforts to promote 
natural fibre products, the contribution of hemp and 
allo (nettle) products to total export is very marginal. 
Collectively it contributes just over 1% to the total textile 
product export and is still at a downward trend. Likewise, 
the export of silk products is also facing a downward trend. 
Its contribution to textile products has gone below 1% in 
FY 2018/19 with the total value of at NRP 19.81 million, 
which is 35% less than the previous year.

export earnings and considering its significance, the 
Ministry of Commerce, Industry and Supplies published 
a book167  listing export potential products and handicrafts 
which can be scaled up. 

Nepali handicraft export is broadly categorised in two 
groups (i) Textile Products and (ii) Non Textile products. 
Though hand-knotted carpet was included as handicraft in 
the past, it has been excluded from the list in recent years. 

The contribution of textile products is 48.34% in FY 
2018/19, a slight increase compared to the previous year. 
Over the last five years, this category has contributed 
between 43 to 49% (Table 13) of total handicraft products 
exported.

The total textile products export has increased by 5.23% 
in FY 2018/19 with a total value of NPR 2.6 billion. At 
the same time, the total value of non-textile export has 
gone down to 2.79 billion rupees, which is a decline of 
1.38% compared to the same period last fiscal year. Figure 
21 presents the total export of handicraft in two categories. 

Textile Products Non-Textile Products
Pashmina Products Silver Jewellery

Woollen Goods Metal Craft

Felt Products Handmade Paper

Silk Products Wood Craft

Cotton Goods Glass Products

Hemp Goods Leather Goods

Allo Goods Incense

Dkhaka Products Paubha (Thanka) Painting

Misc. Textile Products Bone & Horn Products

Ceramics Products

Beads Items

Bamboo Products

Stone Crafts

Plastic Goods

Misc. Goods

Table 12: Handicraft Export Categories

Source: Federation of Handicraft Association of Nepal168

Table 14 Textile product in % to total textile product 
export over five years

2014-15 2015-16 2016-17 2017-18 2018-19
Pashmina 22.44 14.20 8.72 7.49 6.47
Woolen 
Goods

25.70 20.92 18.52 18.37 15.08

Felt Products 39.73 51.84 59.65 62.64 70.17
Silk Products 2.14 1.91 1.17 1.23 0.76
Cotton 
Goods

8.27 9.20 9.95 8.75 6.10

Hemp 
Goods

0.96 0.92 1.35 1.13 1.08

Allo Goods 0.09 0.15 0.07 0.03 0.03
Dhaka 
Products

0.06 0.08 0.06 0.07 0.05

Misc. 
Products

0.60 0.78 0.50 0.29 0.27

Source: Federation of Handicraft Association of Nepal  170

2014-15 2015-16 2016-17 2017-18 2018-19

Textile 
Products

48.21 43.51 46.12 47.41 48.34

Non Textile 51.79 56.49 53.88 52.59 51.66

Table 13 Percentage (%) of Textile and Non-Textile 
Products in Total Export

Source: Federation of Handicraft Association of Nepal169
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An increase of 1.38% has been recorded on non-textile 
product export in FY 2018/19 in contrast to the previous 
year. The non-textile export is dominated by metal 
crafts which consist of mostly religious objects such as 
statues and singing bowls, among others. The metal craft 
constitutes 47.82% of the total non-textile product with 
the value of NRP 1.33 billion in FY 2018/19. Despite 
holding top category, the export sale of metal crafts has 
declined by 9.37% in FY 2018/19 compared to last fiscal 
year. Likewise, handmade paper product stands at a second 
position among non-textile product export. However, its 
share has been declining over the last five years. In FY 
2018/19 its share was just 11% with the export value of 
NRP 305 million, a decline of almost 23% compared to 
FY 2017/18. 

With the total value of NRP 190 million, the export of 
silver jewellery increased in FY 2018/19 by 10.86% in 
comparison to the previous year. It contributes 6.87% of 
the total non-textile product and has been consistent over 
the last five years.

Other products such as wood crafts, glass products, leather 
goods and other goods have less than 5% contribution to 
the total non-textile product. However, in FY 2018/19, the 
export of bead products has increased substantially with a 
6.98% contribution valued at NRP 19.39 million. 

Table 15 Non-Textile Product in % of total non-textile

  2014-15   2015-16   2016-17  2017-18  2018-19 
 Silver Jewellery 6.63 6.95 5.54 6.29 6.87

 Metal Craft 44.06 45.47 46.31 53.48 47.82

 Handme Paper Products 16.33 17.29 14.76 14.37 11.00

 Wood Craft 4.52 5.33 4.19 2.84 3.32

 Glass Products 8.79 4.42 11.00 6.11 3.98

 Leather Goods 2.52 2.54 1.24 0.78 2.88

 Incense 0.12 0.30 0.13 0.21 1.59

 Paubha (Thanka) 0.88 1.15 1.06 1.06 2.35

 Bone & Horn Products 0.93 1.03 1.54 2.22 0.60

 Ceramics Products 1.34 1.32 1.73 1.53 0.63

 Beads Items 0.82 1.06 1.04 0.87 6.98

 Bamboo Products 0.79 2.03 1.73 1.13 0.15

 Stone Craft 4.60 5.05 5.08 2.70 0.35

 Plastic Items 0.48 0.52 0.27 0.70 0.66

 Crystal Products 0.13 0.12 0.11 0.12 0.23

 Miscellaneous Goods 7.06 5.41 4.26 5.60 10.60

Source: Federation of Handicraft Association of Nepal171

Total handicraft export is facing an increasing trend so far. 
The total handicraft export reached to NRP 5.38 billion 
in FY 2018/19, an increment of 3.20 % compared to the 
previous fiscal year. There has been a gradual improvement 
in the export of both textile and non-textile handicraft 
products over the last five years. 

The total handicraft export had fallen by 4.9% during the 
Great Earthquake of 2015 and by 0.48 % in the post-
earthquake year 2015/16. However, in FY 2016/17, the 
export of handicraft increased by 13.26%, reaching to 
NRP 5.34 billion. This was largely contributed by growth 
in both textile and non-textile products by 20.06% and 
8.02% respectively. 

In recent years, Felt product is getting on top of the export 
product list followed by metal crafts and woollen products. 

Major market of Nepali Handicrafts
The United State has been persistently the primary market 
for Nepali handicrafts,172 while China is in the second 
position. The recent growth in the Chinese market has 
been remarkable. Nepali handicrafts are exported to over 
80 countries around the world. However, five countries, 
namely the US, China, Germany, the United Kingdom 
and Denmark top the list. In FY 2018/19, export to the 
US was 38% followed by China 1 %, Germany 10%, the 
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UK 5% and Japan 4 %. These five nations alone import 
about 68% of the total Nepali handicraft exports. 

Key issues for sustained growth
Fundamental challenges in the Nepali handicraft industry 
have hindered its substantial growth. The recent increase 
on export value could be a result of currency inflation 
against US Dollars as in FY 2014/15 the exchange rate of 
US Dollar to Nepali Rupees was around NRP 100, which 
has gone up to NRP 115 in FY 2018/19, consequently 
inflating the export value. Hence, a comprehensive analysis 
is required to measure the exact growth rate of handicraft 
export. 

Moreover, Nepal has to compete with its neighbouring 
South Asian countries along with other ASEAN countries, 
such as Vietnam, Thailand, and Indonesia, when it comes 
to exporting handicrafts. Nepali handicrafts have been 
suffering from structural disadvantages over the years. 
Scalability has been a major issue as most of the handicrafts 
are labour intensive, and Nepal is losing skill labour in 
recent years. Lack of labour is affecting the competitiveness 
of Nepali handicrafts in terms of market price, volume and 
supply consistency. Only a handful of Nepali enterprises 
can supply in volume. Small artisans and producers have 
limited market access and capacity. Hence, the export trade 
is dominated by only a few exporters.

There has been a consistently narrow export product base. 
Due to the absence of professional design and product 
development services, Nepali handicrafts are suffering from 
cheap imitation and competition from within. Despite the 
prospects of reaching a high end lifestyle market, most 
Nepali handicrafts are competing in lower price market 
segments. Numerous dialogues, lobby and assurances have 
proven futile and absence of business support services, 
such as accredited lab, fumigation services, design services, 
payment gateways and others, make Nepali exporters 
vulnerable in the global market. Absence of these services 
even makes Nepali products non-complaint of market 
compliances. 

The government has been supporting and organising 
handicraft trade fair annually. It also provides some free 
stalls to participate in international trade fairs through 

Figure 21  Handicraft Export over five years

Source: Federation of Handicraft Association of Nepal

Figure 22 Major Market of Nepali Handicraft in FY 2018/19
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Trade and Export Promotion Centre (TEPC).173  However, 
comprehensive and cohesive efforts for promoting 
handicrafts are missing. Too little resources are distributed 
to numerous commodity associations making export 
promotion inefficient and ineffective. Neither did the 
National Trade Integration Strategy (NTIS) bring the 
desired results for the handicraft sector, nor does the 
revised NTIS has much handicraft products in its list. 
However, the recent handbook published by the Ministry 
of Industry, Commerce and Supplies has listed handicraft 
products as potential export products from Nepal. 

Way Forward
Citing the importance of the sector, there have been some 
positive initiatives to promote the handicraft industry. The 
government in collaboration with the FHAN has been 
building a design centre at the premise of the Department 
of Industry. The FHAN has proposed to make the centre a 
SAARC Design and & Development Centre, which will be 
a one-stop service provider. This centre will offer services 
such as product design and development, accredited lab 
service and emporium. The building is to be completed by 
2020. The FHAN must take the benefit of this new facility 
to promote the handicraft industry. It is a multi-stakeholder 
project that needs collaboration from the private sector, 
government service providers and development partners.  

After the earthquake in 2015, the US government has given 
preferential trade facilities and custom free entry to 77 
products  under Nepal Trade Preference Programme which 
can benefit Nepali handicraft exporters. However, due to lack 
of strategic approach, hardly any Nepali handicraft exporter 
has been able to take the advantage. The key challenge is 
the lack of product development and marketing efforts. Yet, 
the prospect remains open and an integrated value chain 
approach can bring the desired result. 

Nepali exports are also getting affected with the rapid 
growth of the ICT mediums while traditional trade 
channels are losing their ground. Online platforms and 
online transaction is today’s reality. The enterprises need to 
bring in the IT sector to help boost their trade and industry. 
Similarly, the government needs to introduce favourable 
policies and environment for online transaction. Opening 
online payment gateways, establishing distribution 
networks and encouraging platform businesses would help 
increase handicraft sales both at home and abroad. 

The domestic market for Nepali handicraft is increasing 
every year. Penetrating local market will give efficiency and 
scalability for Nepali producers. Particularly traditional 
crafts, such as metal crafts, woodwork, jewellery and 
basketries, have good domestic demand. Likewise, there is 
untapped institutional market such as public procurement 
and institutional market. If the government eases the 
challenges of public procurement, it will open a huge 
market for Nepali crafts. Not only will it create market 
opportunities but also a sense of pride to use Nepali 
products. This will be a breakthrough in promoting 
industrial growth in the country. 

Not the Least
Handicraft industry adds value and  reflects our rich 
tradition, culture and identity. It a livelihood option for 
many and can curve trade deficit as well. As it contributes 
to employment generation, inclusive growth, cultural 
promotion and social wellbeing, the industry must be 
promoted with an integrated approach. The private 
sector should also increase its investment in terms of 
efficiency, productivity and market access. The government 
should invest in this sector as it will have a good return 
on investment in terms of economic growth, regional 
integration and prosperity in the long run.
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