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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 (y-o-y) ** 6.82%

Gross Capital Formation (% 
of GDP) ***

52% Agriculture sector (% share of GDP)*** 27%

HDI * 0.579 Manufacturing sector (% share of GDP)*** 15.2%

Rank 147 Service sector (% share of GDP)*** 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
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Covid-19 coronavirus continues to spread beyond China, the country of 
origin, at a rapid pace despite the Chinese government having the situation 
under control in their country. Italy has seen the highest number of deaths 
after China due to the virus outbreak. In desperation to contain the virus, 
the country has gone into lockdown. As the World Health Organisation 
(WHO) declares coronavirus a pandemic, the deadly virus continues to 
spread all over the world. The governments of various countries have 
adopted various measures to fight the pandemic. 

The health of the Chinese economy has already taken a big dip, due 
to the factories being shut down, labour shortages and declining sales. 
Furthermore, it has disrupted the global supply chains, causing a rippling 
effect that is felt in economies all over the world. Stock markets have 
reported a lackluster performance due to the growing fears of the outbreak. 
Hospitality and tourism industries, including the energy sector, have also 
taken a severe hit all over the world and Nepal has not been an exception. 
If the spread of Covid-19 is not contained aggressively, then we may head 
to a global recession in the following months.

In the home front, just one confirmed case has been reported so far. The 
Government of Nepal (GoN) did a commendable job in bringing home 
170 Nepalis out of China and quarantine them in a makeshift facility with 
none displaying signs of infection. However, health officials, government 
authorities and necessary hospitals need to be on guard for a possible 
outbreak.

Amidst this, Prime Minister KP Oli underwent a kidney transplant 
surgery for the second time after the first one twelve years ago. As per the 
doctors, the PM would require six months to a year to recover completely 
and perform his daily work. The PM has also been advised to forego 
hectic work schedules and avoid crowded places to prevent infection. 
Such medical requirement could limit the PM’s day-to-day activities and 
responsibilities towards the nation and concerns have been already raised 
about governance and leadership during this period.

In terms of organisational activity, in the last quarter, NEF in collaboration 
with International Labour Organisation (ILO) organised a dialogue series 
titled ‘Transforming the Workforce for the Future’ wherein the dialogue 
was focused towards ‘Making Skills Work’. The session explored the world 
of skills as understood in Nepal with a special focus on challenges of skill 
development and mentoring. The issues were reviewed from the perspective 
of the new age economy, including digital finance, e‐commerce, logistics, 
new forms of media and other technology businesses. The discussion 
examined the necessary skills to achieve Vision 2030.

Furthermore, Himalayan Circular Economic Forum (HiCEF), an 
initiative started by NEF, which also functioned as a secretariat from 
2014-2019, hosted a half-day program on 2nd December 2019 to unravel 
the business and policy context of a circular economy. The event involved 
the participation of national and international speakers, government 
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officials, diplomats, representatives of civil societies, national and international 
organisations, academicians, private sector enterprises, young entrepreneurs 
and students.

Lastly, the special section of this nefport edition features Circular Economy, 
which aims to broaden the understanding of a circular economy and its 
importance towards a model of sustainable economic growth and development. 
NEF would like to thank valuable contributors and especially Sadikchya Singh 
(Coordinator, Himalayan Circular Economy Forum), Sneha Pandey (Program 
Officer, Clean Energy Nepal), Kushal Harjani (Co-Founder, Doko Recyclers) 
and Rikesh Gurung (Founder and Managing Director, Green Road, Bhutan).

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

Sujeev Shakya
Chair, Nepal Economic Forum
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POLITICAL OVERVIEWPOLITICAL OVERVIEW

The ruling Nepal Communist Party has been able to maintain its stronghold as they have again 

stood as the leading party in the re-elections of the house of representatives, national assembly, 

provincial assembly and the local levels. Even while surrounded by many controversies, 

there seems to be no dip in their popularity. Nevertheless, many of their decisions, including 

electing a controversial speaker to the house, amending party statute for an individual, passing 

controversial Bills and mishandling national issues have not been received well by the public.

Nepal Communist Party sweeps 
parliamentary elections: The re-
elections conducted at all three levels, 
federal, provincial and local level, did 
not show much of a change from the 
previous election. The ruling Nepal 
Communist Party (NCP) bagged 
most of the seats, whereas the main 
opposition party Nepali Congress 
(NC) came in second. Other parties, 
including Bibeksheel Nepali Dal and 
Sajha Party, performed poorly.

Bidhya Bhattarai, the wife of Late 
Minister Rabindra Adhikari, was 
elected to the House of Representatives 
from Kaski Constituency-2. She won 
a landslide victory securing 24,394 
votes in comparison to Congress 
leader Khemraj Poudel, who received 
15,991 votes. This was the only seat 
that was contested in terms of the 
House of Representatives. Out of 
the total three seats of the provincial 
assembly, the NCP won one seat, the 
NC won one seat and the Janamorcha 
won one seat. The local level saw the 
NCP winning at 28 places, NC at 
12 places, Samajwadi at three places, 
Rastriya Janata Party-Nepal (RJPN) 
at three places and an independent 

candidate at one place. Even though 
NCP maintained its stronghold, it lost 
some of its crucial seats to NC such 
as the provincial seat in Bhaktapur 
and the mayoral seat in Dharan Sub-
metropolitan.1  

In the National Assembly elections, 
the ruling NCP secured 16 seats 
whereas RJPN secured two seats. As 
the coalition of the two parties swept 
all 18 seats in the national assembly, 
other parties including the NC and 
Samajwadi Party, failed to secure even 
one seat. The NCP spokesperson 
Narayan Kaji Shrestha and NCP 
Standing Committee member 
Beduram Bhushal were amongst the 
members who were elected into the 
National Assembly. The election was 
conducted on 23 January 2020 in all 
seven provinces to replace the serving 
members as their tenure had ended.

Parliament gets new Speaker as 
Deputy Speaker resigns: Standing 
Committee member of the ruling 
NCP, Agni Sapkota, was elected 
as the Speaker of the house on 26 
January 2020. Deputy leader for 
the parliamentary party of the NCP 

Subash Chandra Nembang proposed 
Sapkota as the Speaker during the 
parliament meeting. The proposal 
was supported by Dev Gurung and 
Onsari Gharti Magar from the NCP 
along with Laxman Lal Karna of the 
Rastriya Janata Party Nepal. Sapkota 
was elected unopposed as the main 
opposition Nepali Congress along 
with other opposition parties did not 
nominate any candidate for the post. 
Agni Sapkota took oath for the office 
on 27 January 2020. The post of the 
Speaker previously became vacant 
following the resignation of the ex-
speaker Krishna Bahadur Mahara due 
to rape allegations.

Sapkota’s candidacy, however, did not 
come without criticism. The newly-
elected speaker has a controversial 
case charging him of murder. He 
has been accused of abduction and 
murder of Arjun Bahadur Lama 
during the Maoist insurgency. As 
Sapkota filed his nomination, senior 
advocate Dinesh Tripathi also filed a 
writ petition to stop the election of 
Sapkota for the position. However, 
the petition did not materialise. In 
addition, human rights activists, 
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conflict victims and international 
rights organisations have also been 
calling on the government and 
political parties to not to undermine 
the transitional justice by electing a 
person facing murder charges in the 
post of a Speaker.2 

Sapkota’s nomination came after 
Shiva Maya Tumbahangphe resigned 
from her post as the deputy speaker 
of the house. The constitutional 
arrangement as per which the Speaker 
and the Deputy Speaker cannot be 
from the same party had prevented 
the NCP to fetch for the Speaker’s 
position as long as Tumbahangphe was 
in office. Tumbahangphe, however, 
was hesitant and denied to resign as 
per the party’s whip. She claimed to 
the Speaker’s post stating that she was 
the most deserving candidate for the 
role. Nevertheless, the ruling party 
leaderships were reluctant to give her 
the post. On the other hand, party 
insiders claimed that electing Sapkota 
was also a part of the deal between the 
ex-CPN UML fraction and ex-Maoist 
fraction. Following this, the decision 
was widely criticised. Women leaders 
from the ruling party and the general 
public highlighted that this incidence 
once again exposed the patriarchy 
rooted in Nepali society. 

Bamdev Gautam becomes NCP 
vice-chair: Bamdev Gautam became 
the vice-chair for the ruling party as 
the Central Committee amended their 
party statute. The Central Committee 
was said to unanimously endorse the 
Secretariat’s proposal to amend the 
party statute. Amidst the promotion, 
concerns were raised by some party 
members as they were against the idea 
of amending the party statute for an 
individual. However, no one objected 
to the proposal as they insisted that 
the party is still struggling to get the 
right blend in the transitional phase. 
With the latest amendment, the party 

will have two chairs, one vice-chair, 
one spokesperson and one general 
secretary.3 

Gautam who had lost the 2017 
parliament elections from Bardiya-1 
had been demanding “some 
concrete” role in the party.4 In the 
recent National Assembly elections, 
Gautam was asked to run for the 
elections by the party. However, the 
senior NCP leader tried negotiating 
a constitutional amendment to 
allow a National Assembly member 
to become the Prime Minister and 
denied to run when his proposal got 
rejected. 

Samajwadi Party-Nepal quits 
government: The central committee 
meeting between party leaders called 
for an exit from the government on 
24 December 2019 citing violation 
of the two-point agreement the 
party had signed before joining the 
coalition government.5 The exit came 
after Prime Minister KP Sharma Oli 
rejected their proposal to amend the 
Constitution. Upendra Yadav, who 
was leading the government on behalf 
of the party, had tabled the proposal 
in a Cabinet meeting. 

Yadav who was also serving as the 
Deputy Prime Minister for the 
government was also under internal 
pressures as Prime Minister Oli 
changed his portfolio and recalled a 
state minister from his party during 
the cabinet reshuffle.6 Even before this, 
Samajwadi Party co-chair Baburam 
Bhattarai had been lobbying for a 
detachment from the government.

Visit Nepal 2020 begins amidst 
criticisms: Visit Nepal 2020 
was officially launched in an 
inauguration ceremony hosted at 
Dasarath Rangasala Stadium on first 
of January. President Bidya Devi 
Bhandari launched the campaign by 

lighting the lamps in the presence of 
a massive crowd. Respective province 
chiefs also launched the campaign 
in all seven provinces at the same 
time. During her remarks, President 
Bhandari emphasised the immense 
tourism potential of Nepal and stated 
that tourism is the backbone of the 
country’s economic development. 
Tourism Ministers from India, China, 
Myanmar and Jamaica took part in 
the ceremony.

The inauguration ceremony hosted 
various programmes and was 
kicked off with chanting of mantras 
from different religions including 
Hinduism, Buddhism, Islam, 
Kiratism, Christianity, Jainism and 
Sikhism. The inaugural ceremony 
focused on highlighting Nepal’s 
culture, heritage, costumes and 
lifestyle. The government aims to 
bring two million tourists into Nepal 
with Visit Nepal 2020. Minister for 
Tourism, Culture and Civil Aviation 
Yogesh Bhattarai has stated that this 
campaign is just the start and that 
the government plans to follow this 
path marking 2020-30 as the tourism 
decade.7 

The campaign, however, did not come 
without criticisms. Much has been 
said about how preparations for the 
year are not adequate. The challenges 
mostly lie in areas like infrastructures, 
resources, security and budget. 
Critiques also call the two million 
figure unrealistic and criticise the 
figure for not having any scientific 
reasoning or basis. Experts also 
suggest that the government should 
look into how much an individual 
tourist spends, rather than in what 
numbers they come. They emphasise 
that Nepal should target an increased 
income from the tourism industry 
and not just count the number of 
tourist arrivals. Nevertheless, in 2019, 
the total number of tourists to Nepal 
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totalled 1.17 million via air and land 
routes; which was a slight decline 
from 2018’s 1.52 million tourists.

Minister Yogesh Bhattarai was also 
largely criticised for his move to take 
part in a rally to promote Visit Nepal 
2020 in Australia when the country was 
battling raging bushfires. The timing 
of the visit was not well received by the 
Nepali diaspora, even calling the move 
insensitive. Additionally, the official 
mascot for the campaign the ‘Yeti’ was 
also not spared from criticisms. While 
some people admitted their liking 
towards the mascot, others have called 
it unsuitable. Criticisms have surfaced 
that the yeti does not look like a yeti 
and that it is difficult to figure out 
what it is.

House Panel passes controversial 
IT Bill: The Development and 
Technology Committee of the 
Parliament passed the controversial 
Information Technology Bill on 
29 December 2019. Experts have 
feared that the Bill may cut down 
the freedom of speech and bring an 
increase in the surveillance of personal 
data.

The Bill, when tabled, raised 
eyebrows for its provision. Still, the 
Bill was passed disregarding the 
major amendments. The Bill raises 
concern as there are issues related 
to using social media, surveillance, 
e-commerce and tech innovation. The 
Bill also has provisions, which allow 
heavy fines along with imprisonment 
of individuals if they post “improper” 
contents on social media. 

Earlier, lawmakers had submitted 
nearly 100 amendments.8 These 

amendments included the removal 
of provisions for the criminalisation 
based on internet interactions. 
However, the amendments were 
disregarded, giving sweeping powers 
to the authorities.

Divided over Millennium Challenge 
Corporation (MCC): The debate 
over the Millennium Challenge 
Corporation (MCC) does not seem 
to end, as the ruling NCP still has 
not been able to resolve its internal 
doubts. The major debate still lies 
over whether MCC is part of the 
Indo-Pacific Strategy or not. There 
have been several claims that MCC 
is indeed a part of the Indo-Pacific 
Strategy which is a military strategy 
aimed at countering China. Ruling 
party cadres have often been quoting 
a few American officials who have 
hinted that MCC is a part of the 
Indo-Pacific Strategy. However, US 
Ambassador Randy Berry attempted 
to clear the confusion stating that 
the American policy is not a part 
of any secret alliance or strategy. 
Even, Chinese ambassador to Nepal 
Hou Yanqi made a statement that 
China welcomed foreign economic 
support such as MCC to Nepal.  
However, debates in Kathmandu 
continues.

The main debates have taken place 
due to the following reasons:
» Some US officials have hinted that 

MCC is part of the Indo-Pacific 
Strategy which will involve Nepal 
in a strategic military alliance

» Article 7, Section 7.1 mentions 
“The Parties understand that this 
Compact, upon entry into force, 
will prevail over the domestic 
laws of Nepal”. Lawmakers and 

civil society oppose this provision 
and claim that the compact 
should not prevail over domestic 
laws

» ANNEX V ‘Additional 
Conditions Precedent to Entry 
into Force’ mentions in point 
(a) that “the Government 
must have submitted a plan, in 
form and substance acceptable 
to MCC, and consented to/
by the governments of India”. 
Lawmakers and civic society 
have raised their voice against 
this provision as they claim that 
a third country should not be 
mentioned in such a way in a 
bilateral agreement between two 
countries.

» The compact should be ratified 
by the Parliament. However, this 
is not as per Nepal’s practices.

The ruling NCP has formed a three-
member committee to submit a 
report with recommendations on 
the compact. The three-member 
committee is headed by senior leader 
Jhalanath Khanal and includes 
standing committee members Bhim 
Rawal and Pradeep Gyawali.9 On 
the other hand, the main opposition 
party chair Sher Bahadur Deuba 
called for approving the compact 
stating that there was no reason to 
delay it.10 Nevertheless, there have 
been some public protests against 
the deal. 

The US government had begun 
working with Nepal in 2012 towards 
the development of the compact, 
which is a USD 500 million grant 
from the US government. Globally, 
the compact has already concluded its 
work in around 36 countries.11
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OUTLOOK“
Even though the ruling party has been able to take the lead in the re-elections, many of their decisions have created 
several controversies. The government is nearing the halfway mark of their tenure, and the Prime Minister claims that 
much has been achieved during this time. However, there is very little to show against what the ruling party promised 
during the elections. Though many good initiatives have begun, the significant bottlenecks lie with the implementation. 
There is also a realisation that a change in the current political and bureaucratic system is required to break conventional 
thought processes. In spite of that, the government has not been able to do so. The major assessment of the government, 
in the coming days, will be based on how they take on the implementation bottlenecks and move forward towards 
achieving their targets. 
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INTERNATIONAL ECONOMYINTERNATIONAL ECONOMY

The global economy is in dire need of rescue with epidemic and disasters spreading across 

the globe. While the Coronavirus has become a global public health emergency, disasters 

like the Australian bushfire has raised the alarm for climate change. In Europe, the UK has 

finally concluded its exit from the European Union, bringing an end to the long uncertainty. 

Meanwhile, the US and China have agreed to work their trade issues which is a good signal 

for global trade.

Coronavirus threatens global 
economy: The spread of coronavirus 
is a fatal crisis facing the Chinese 
government with more than 20,000 
people alone getting infected and 
more than 400 people losing their 
lives to it as of January-end 2020. 
The virus has spread across borders 
to many other countries, including 
Singapore, Australia, Japan, South 
Korea, Germany, US, France, 
Philippines and Thailand.12 

There have been several travel bans 
to control the spread of the disease to 
other parts of the world. The US has 
declared a public health emergency 
over the virus, banning travel 
from China by foreign nationals. 
Governments in Europe and other 
countries are also planning to opt 
for such steps. British Airways have 
halted all flights to China, and 
American Airlines have suspended 
their Shanghai and Beijing flights. 
Along with this, major companies 
from across the world have suspended 
some parts of their operations 
in China. One such company is 
Starbucks; which is planning to close 
half of its stores in China.13 Hotels, 

airlines and casinos have suffered 
big time. Moreover, Chinese stock 
markets dropped nearly by 9% by the 
start of February. The virus has shut 
down much of China and is starting 
to slow its economy.

Australian bushfire has massive 
economic impacts: Australia faced 
its worst recorded bushfire, which has 
severely hampered their biodiversity, 
environment and their economy. 
Due to the wildfire, tourism along 
with other key sectors, which 
contribute to Australia’s impressive 
economic growth, is slowing down.14 
Agriculture, which was already 
weakened by a severe drought, has 
been further damaged. While the 
impact of the wildfire on the broader 
Australian economy does not look 
catastrophic, some sections in the 
state of New South Wales are paying 
a disproportionately higher price. The 
rural communities are experiencing 
the worst economic impact. AMP 
Capital’s head economist Shane 
Oliver predicts a loss of 0.4% out of 
the total gross domestic product for 
Australia in 2020 and 2021, while 
Moody’s Analytics has predicted 

the economic damage to exceed the 
record of USD 4.4 billion set by 
2009’s Black Saturday blazes.15 

Meanwhile, the impact on consumer 
sentiments has been higher, with a 
decrease of 6.2% in comparison to 
the same month of the last year.16 The 
wildfires have killed more than two 
dozen people and more than a billion 
animals; also destroying more than 
1,800 houses and many commercial 
buildings.17 The bushfire is believed 
to have engulfed more than 10 
million hectares across South-eastern 
Australia.18 In addition, insurance 
losses are believed to have totalled to 
nearly around half a billion dollars.

US and China sign trade truce: The 
US and China signed the ‘phase one’ 
of the trade agreement at the White 
House on 15 January 2020. This 
agreement aims to ease out the trade-
conflict between the two leading 
economies with several promises 
which include purchases of American 
goods worth USD 200 billion from 
Beijing over the next few years. The 
agreement also consists of a tariff cut 
from Washington. 
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The 86-page agreement includes 
provisions on intellectual property 
protections and protections against 
forced technology transfers. The trade 
agreement also calls on the US to cut 
its 15% tariffs to half on Chinese 
imports worth USD 120 billion. On 
the other hand, the agreement calls on 
China to put together an intellectual 
property protection action plan in 30 
working days. 

Earlier, the US dropped China 
from its currency manipulators list. 
Following this, the trade agreement 
also addressed the competitive 
currency devaluation. China has 
shown commitments to open up its 
financial markets further. However, 
there are several other issues which 
are still to be addressed. These include 
Chinese subsidies like the low-interest 
loans that state-owned banks in China 
give to technological companies. The 
US claims that this is a violation of 
the World Trade Organisation’s rule.19

Brexit and the UK economy: The 
UK left the EU on 31 January 2020 
entering into the 11-month transition 
period. During this period, the UK 
will effectively remain in the EU’s 
customs union and single market, 
continuing to obey the EU rules.20

Amidst the transition, it is still 
uncertain how the UK’s economy will 

make the transition. The first priority 
for the UK would be to negotiate a 
trade deal with the EU to get as much 
access as possible for its products to the 
EU. If a trade deal is not agreed and 
ratified by the end of this transition 
period, the UK will face tariff slabs on 
exports to the EU. 

On the other hand, optimists see 
the exit as an opportunity to get 
into a profound positive structural 
change. It is an opportunity for 
the British people to reboot their 
economy, solving Britain’s long-term 
problems, including big trade deficits, 
lack of competitiveness and weak 
investments.21

Davos 2020: The World Economic 
Forum (WEF) meeting at Davos 2020 
saw a gathering of the world’s political 
and business elites. More than 3,000 
business leaders, policymakers and 
thought leaders gathered in Davos for 
the forum.22 Global warming was one 
of the major agenda this time. 

Davos 2020 saw a standoff between 
the US President Donald Trump and 
Swedish teen climate activist Greta 
Thunberg. While Trump bashed the 
environmentalists, Greta demanded 
an immediate halt to investment in 
fossil fuels. In addition, Trump also 
threatened the EU with damaging car 
tariffs against them. 

During the Summit, the first 
biggest green announcement came 
with the publication of the second 
‘Circularity Gap’ report. This report 
showcased how decisions made 
by businesses and governments 
have helped to create hurdles to 
achieving a circular economy. The 
report highlighted that less than 
9% of the resources from more 
than 100 billion tonnes of resources 
being extracted from Earth are 
being reused. Along with this, 
WEF unveiled its initiatives aimed 
at planting one trillion trees and 
providing one billion people with 
better education, skills and jobs by 
2030.23 Other announcements and 
unveilings such as SDG500, SDG 
Ambition, the Green Economy 
Tracker and sustainable markets 
initiatives also managed to grab the 
limelight.24

Besides climate change, artificial 
intelligence was another 
transformative phenomenon which 
was discussed widely. Some experts 
have claimed that rapid growth in 
the technology sector has raised fear 
among people, whereas other experts 
see tremendous opportunities with 
the growth of the sector. Also, Israeli 
author Yuval Noah Harari had 
people raising their eyebrows when 
he stated that AI could soon hack 
into humans.25

OUTLOOK“
The start of the year 2020 seems to be a little unstable with an epidemic and several disasters spreading across the 
globe. Meanwhile, leading economies like China and Australia have been unable to navigate out of their problems. The 
severity of these problems has lessened the hopes for an optimistic view of the year 2020. However, letting asides these 
issues, the global prospects seem to have grown from the previous year. The World Bank in its January 2020 Global 
Economic Prospects said that the global economic growth is forecasted to edge up to 2.5% in 2020 as investment 
and trade is expected to recover from last year. In addition, the US and China are showing signs of concluding their 
trade wars. Along with this, several other countries are also coming close to resolving their internal issues. All of these 
show possibilities that there could be an improvement in the economic condition across the globe in comparison to the 
previous year.
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MACROECONOMIC OVERVIEW
The year-on-year (YoY) inflation level inflated to 6.55% over the past five months of FY 

2019/20. The trade deficit, on the other hand, has reduced 6.3% attributed to the increase 

in export of palm oil to India. On the fiscal health, there has been a slight increase both in 

terms of government expenditure and revenue collection.

MACROECONOMIC OVERVIEW

Inflation: The inflation rate, 
measured by the Consumer Price 
Index (CPI), has increased to 6.55% 
in mid-December (see Figure 1). It 
stood at 3.71% over the same period 
the previous year. This increase 

was primarily driven by food and 
beverage inflation (9.76%) led by 
the rise in prices of vegetables, spices, 
and alcoholic drinks. Non-food 
inflation also increased moderately 
to 4.10%.

Inflation wedge between Nepal and 
India: The inflation wedge, measured 
as the YoY change in CPI of Nepal 
and India has fallen to 0.7%. Over 
the same period last year, the inflation 
wedge between India and Nepal stood 
at 0.8%, as shown in Figure 2.

Figure 1: Year on year inflation measured by Consumer Price Index of five months for FY 2017-18 to FY 2019-20
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Figure 2: Inflation wedge between Nepal and India of five months for FY 2017-18 to FY 2019-20

Figure 3:Total merchandise export of five months for FY 2017-18 to FY 2019-20
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Import-export and trade deficit: 
Merchandise exports increased 27% 
to NPR 47.62 billion compared to 
an increase of 12.7% a year ago, as 
shown in Figure 3. This increase was 
mainly attributed to the sudden rise in 
the export of palm oil from Nepal to 
India. India, which is a large consumer 
of palm oil, recently imposed a duty 
of 40% or more on imports of crude 
and refined palm oil from major 
palm oil producers like Indonesia 
and Malaysia. Hence, Nepali traders 
grabbed the opportunity of importing 
crude palm oil from these countries at 
a duty of 10%, refining, packaging, 
and exporting them to India at a duty 

of 6% leveraging the South Asian 
Free Trade Agreement (SAFTA). 
Merchandise imports on the other 
hand decreased 4.2% to NPR 581.26 
billion against an increase of 34.2% 
in the same period of the previous 
year, as shown in Figure 4. While 
woollen carpets remained the top 
export commodity accounting for 
8.8% of the total exports, petroleum 
products and transport equipment & 
parts, vehicles and tyres remained the 
top imports accounting for 23.8% of 
the total imports. The overall trade 
deficit narrowed down 6.3% to NPR 
533.64 billion in the five months of 
2019/20.

Government revenue: Government 
revenue collection based on banking 
transactions (including the amount to 
be transferred to provincial and local 
governments) stood at NPR 337.77 
billion. This collection was NPR 
306.81 billion in the corresponding 
period of the previous year.

Government expenditure: Total 
expenditure of the central government 
based on banking transactions 
(excluding direct payments and 
unrealized cheque) stood at NPR 
287.840 billion, which was NPR 
273.74 billion in the corresponding 
period of the previous year.

Figure 4: Year-on-year percentage change in merchandise imports in review periods in FYs 2018-19 and 2019-20
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OUTLOOK“
While the trade deficit has narrowed in the first quarter of the half of the fiscal year, it is not a sustainable solution to 
overcome the deeper problem of weak manufacturing and productivity. Likewise, the government needs to stimulate the 
economy by increasing its expenditure. In the absence of significant foreign investment, government expenditure, a form 
of public investment is key to the growth of the economy especially for funding big projects such as infrastructure, which 
is the need of the hour for Nepal. In addition, the government should focus on creating an enabling environment for the 
private sector to attract investments and curb the widening trade deficit.



19NEFPORT ISSUE 40 – MARCH 2020

v

3
SECTORAL 

REVIEW



DOCKING NEPAL’S ECONOMIC ANALYSIS20

AGRICULTUREAGRICULTUREAGRICULTURE

Even though agriculture is considered a driving force for Nepal’s economic growth, its 

contribution to the GDP has seen a constant decline from 31.6% in 2007 to 26.24% in 2017. 

This quarter presented some grim details of the reasons behind such a decline—mass 

exodus of youth, governance-related constraints, poorly implemented national strategy and 

lack of support from the government. Amidst this situation, there were recommendations 

to address the declining cultivation of indigenous crops and production of high-value crops 

which have a comparative advantage.

Arable land left bare: Recent reports 
suggest that a total of 1.3 million 
hectare of arable land is left bare 
and uncultivated in Nepal. This 
is an obvious consequence of the 
large exodus of almost four million 
Nepali youths who are working in 
84 different countries. Along with 
this, rampant land plotting and 
lack of government’s contribution 
towards sustainable development of 
agriculture has been few of the major 
barriers. 

The Agricultural Census of 2011 
showed that the agricultural sector 
contributed to 32% of the GDP. 
However, this percentage has now 
reduced to 27%. Even though the 
situation is grim, the government 
does not seem to take serious steps to 
address these issues. The budget for 
the fiscal year 2018-19 planned to 
make the country fully self-sufficient 
in terms of food in the coming five 
years, however, reality showed a stark 
difference. Food import doubled in 
comparison to production in this 
period. Moreover, even though the 
government formulated a plan to 
make the country fully self-reliant 

in food grain by the fiscal year 2021-
22, the import of rice has increased 
by 767,000 metric tons. The Land 
Act 1964 made provisions for land 
pooling through the exchange of 
land, collective farming, leasing of 
land, arrangement for individuals 
to cultivate a piece of land and 
integration of fragmented land, 
however, the topics mentioned in the 
Act have not been fully implemented 
till date. All of this has threatened the 
agriculture sector to bloom in Nepal.26 

Agitation of sugarcane farmers 
continues: Sugarcane producers have 
begun their second phase of agitation 
post the government’s failure in 
addressing their grievances related to 
pending payments. The sugar mills 
were supposed to clear the dues by 21 
January, however, till date, they still 
owe more than NPR 800 million to 
the farmers. 

Despite sugarcane being a cash 
crop, sugar mill operators have been 
buying cane from farmers on credit 
and delaying payments for many 
years. However, in December last 
year, sugarcane farmers marched 

to Kathmandu to protest against 
non-payment. Following this, the 
government reached a deal with them 
that all their dues would be cleared by 
21 January.

Since the farmers’ dues have not 
been cleared within the stipulated 
deadline, the government has 
decided to freeze the financial 
transaction of three sugar mills--
Annapurna, Indira and Lumbini 
Sugar Mill. The government has 
also been negotiating to get the 
payments released by the sugar 
mills. An interaction programme 
was scheduled for 28 January with 
officials from the Finance Ministry, 
Industry Ministry and mill owners.

The government has, however, been 
criticised in its failure in clearing the 
dues of the farmers and providing 
them with subsidies. Further, the 
years of non-payment to poor farmers 
is perceived to be an outcome of 
weak governance. Industrialists and 
mill owners are either themselves at 
the policy-making level or at a place 
where they can easily influence the 
formulation of policies.27  
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Tea manufacturers holding their 
stocks: The warehouses of tea 
manufacturers in Eastern Nepal are 
holding their products as selling at the 
current price will not allow them to 
break even. The price of CTC (crush, 
tear, curl) tea has been in continuous 
fall in the Indian market where most 
of the Nepali production is shipped. 
Since there is no auction system to 
sell tea leaves in Nepal, the price is 
determined by Indian traders who 
are the largest buyers. To make things 
worse, Nepali traders also try to buy 
tea at the same price as Indian traders.

According to the statistics of the 
Nepal Tea and Coffee Development 
Board, around 20 million kg of CTC 
tea is produced in Jhapa every year. 
Five tea factories in the district also 
produce orthodox tea, the price of 
which has fallen by 50% in the Indian 
market. This is a serious issue as 95% 
of the orthodox tea produced in the 
country is exported to India.

The exports of Nepali tea has dropped 
24% year-on-year in the first four 
months of the fiscal year also due 
to lack of organic certification. 
International importers do not buy 
tea without organic certification and 
sadly, there is no governing body 
in the country to provide organic 
certification to tea. It seems that the 
government’s apathy towards the tea 
sector has been creating these market 
problems every year.28 

Action against seed suppliers: 
The Ministry of Agriculture and 
Livestock Development has given 
the responsibility to the Department 
of Commerce, Supplies and 
Consumer Protection to take action 
in connection with the Garima 
variety paddy not bearing grains. The 
ministry has forwarded the file to the 
Department to take action against the 
seed suppliers as per the Consumers 

Protection Act, 2018. This means that 
the farmers who cultivated Garima 
variety hybrid paddy will likely be 
fighting a court case against the seed 
suppliers to claim compensation. 

The farmers will be provided support 
to coordinate with the Agriculture 
Knowledge Centre of the district 
concerned to sue the seed suppliers. 
Further, the company importing the 
seed to Nepal and distributors would 
be made to pay compensation through 
the court process and the Department 
would take separate actions against 
them.

The Department will further be 
evaluating the damage caused 
due to crop failure. The newly 
formed Compensation Assessment 
Committee has already submitted a 
report to the ministry after carrying 
out monitoring in the concerned 
districts. The committee has 
further recommended NPR 170 
million compensation based on the 
production cost of farmers in all 
the districts, and NPR 230 million 
as compensation on the grounds of 
quantity.29 

Indigenous crops facing extinction: 
Majority of farmers in the northern 
region of Bajhang and many nearby 
villages have stopped growing 
indigenous crops like buckwheat, 
Uwa, Chino and Kaguno, and instead 
of replacing these with other cash 
crops and rice. A similar trend is 
taking over other hill districts of the 
Far-Western Province. According to 
the District Agriculture Knowledge 
Centre in Baitadi, production of 
indigenous millet is now limited 
to 300 hectares. This was a huge 
difference from three years ago when 
it was planted in 500 hectares of land. 
There is a similar situation for barley 
which until four years ago was grown 
in around 2,000 hectares of land, and 

is now limited to just 600 hectares of 
land. 

The growing popularity of packaged 
food items has further added to 
this issue and pushed indigenous 
nutritional crops to the brink. The 
rate of malnutrition is excessive in 
Bajhang. Even though indigenous 
crops play an important role in 
people’s health, the government has 
not played any role in its preservation 
and promotion. Neither are there 
subsidies in cultivation and promotion 
of indigenous crops nor are there any 
initiatives to preserve these crops.30  

Paddy output hits a low: The current 
fiscal has seen the largest fall of paddy 
output for the first time in the last 
three years, raising doubts over the 
government’s plan to achieve 8.5% 
economic growth. However, this 
information was presented in the first 
review meeting and the official paddy 
production data is yet to be released 
by the Ministry of Agriculture and 
Livestock Development (MoALD). 
Nevertheless, it is clear that not only 
the production target of paddy has 
been missed, but also the output 
is less compared to the last fiscal. 
The ministry officials have blamed 
the faulty Garima paddy seeds, 
unavailability of seeds, and low paddy 
cultivation, for this drop. 

The fall in paddy output is expected to 
hugely affect the ambitious economic 
growth target of the government as 
paddy accounts for one-fifth of the 
country’s total agricultural GDP. 
Sadly, despite being an ‘agricultural 
country’, Nepal is still heavily 
dependent on imports for rice, the 
import of which amounted to NPR 
28 billion last year.31

Investing in high value crops: Every 
year, the government invests large 
amounts of money as subsidies in 
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the agricultural sector. However, 
these funds have neither been 
improving productivity nor reducing 
import reliance. To address this, 
agricultural analysts and experts have 
recommended investing in high-value 
crops like coffee, kiwi, lime, tea and 
off-seasonal potatoes that have a 
comparative advantage and can help 
minimise the expanding trade deficit. 

As per the Department of Customs, 
Nepal paid import bills worth NPR 
581.25 billion in the first five months 
of the current fiscal year. One-fifth of 
these import bills was for agricultural 
products.32 

Multibillion-rupee strategy 
without direction: The Agriculture 
Development Strategy (ADS), a 20-
year strategy covering 2015 to 2035 
and subsequent ten-year action plan 
seems ignored by the government 
as its major recommendations and 
provisions remain unimplemented, 
and two of its major central level 
committees stand non-functional. 

To support its 10-year plan and 
20-year vision, the ADS has seven 

major vision components and 16 
indicators and targets. However, 
neither is there annual action 
plans and targets nor is there any 
mechanism to track the progress. 
Moreover, there is no specification 
of a responsible agency for the 
implementation of its 232 activities, 
contributing to agriculture 
transformation and economic 
growth. Further, there have been no 
regular meetings, unlike mentioned, 
i.e. for the NADSIC to meet every 
two months. Even though few 
important initiatives have taken 
place under the ADS, its overall 
potential to uplift, the agriculture 
sector has not been realised. 

Experts mention that the roles of the 
concerned agency must be clearly 
spelt out to spearhead the ADS 
implementation. Further, the influence 
of the donor community in the strategy 
has also been mentioned for the failure 
of the strategy. It seems that even a 
strategy to improve the sector are 
rolled out, such as in the case of ADS, 
the delay and confusion surrounding 
its implementation still remains a huge 
barrier to be addressed.33 

Need for decentralised 
governance: For the agriculture 
sector to boom in Nepal there is 
an urgent need to break the chains 
of bureaucracy and have functional 
local governments that make 
supportive decisions pertaining to 
each area’s comparative advantage 
and the use of local resources. 

An example of this is the Mustang 
apples, which have a great 
opportunity to be expanded in terms 
of production. The local government 
expressed their support in increasing 
the production of Mustang apples. 
However, this was affected by the 
fact that local governments are 
unable to lease public land for apple 
production under the present legal 
structure. This ambiguity in the law 
and poorly implemented federalism 
has hampered the ability of local 
governments to exercise more 
authority. 

Alike the Mustang apples, much of 
the agricultural production have been 
affected more by governance-related 
constraints rather than technical and 
economic hurdles.34

OUTLOOK“
Nepal’s agriculture sector currently stands on ever-increasing agricultural imports, decreasing production, poorly implemented 
strategies, governance barriers and declining traditional best practices. Agriculture is currently treated as a part of the economy, 
when, in reality, it still engages 68% of the population. Hence, the government should be making great strides and contribute 
to agriculture by taking off the bureaucratic hurdles, providing support to increase the production of different crops, and having 
a discourse with agricultural experts and analysts to have the sector take a swift positive turn. 
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Detailed project report (DPR) of 
cross border transmission line 
almost complete:  The DPR of the 
first cross-border power transmission 
line between Nepal and China is near 
ready. The project, which is the first 
of its kind between the two countries, 
aims to supply surplus power to 
China. The high voltage power 
transmission line of 400 kVA would 
be 80 kilometres in distance and 
extend from Galchhi-Rasuwagadhi-
Kyirong.36 As per the agreement 
signed between Nepal and China 
back in 2017, the joint technical team 
is carrying out the DPR.

Storage capacity of petroleum 
products being determined: As 
the availability of petroleum is now 
confirmed, a seismic survey is being 
carried out to ascertain the type and 
volume of availability. The survey 
is being carried out in ten seismic 
lines of Dailekh district spanning an 
area of approximately two hundred 
kilometres.37 The expert team from 
Nepal and China have been leading 
the petroleum exploration in Dailekh.

Petrol and diesel made cheaper 
while LPG dearer: The Nepal 
Oil Corporation (NOC) took the 
decision to reduce the prices of petrol, 
diesel and kerosene by NPR 1 per 
litre whilst raise the price of LPG by 
NPR 25 per cylinder. However, the 
prices of aviation turbine fuel (ATF) 
has remained unchanged. The price 
of LPG cylinder was increased as per 
the revised price structure received 
from the Indian Oil Corporation 
(IOC). The IOC sends an updated 
price structure to NOC every first 
and sixteenth of the English calendar 
month.38 

6.6 MW power to be added in the 
national grid: The Rudi Khola-B 
Small Hydropower Project of 
6.6 MW has begun producing 
power. Bindhyabasini Hydropower 
Development Company Pvt. Ltd. 
constructed the project located in 
Lamjung district in a span of two years.  
The generated electricity is going to 
be transmitted through the 33kV 
transmission line of approximately 
8.8 km to the Mungri Substation.39  

The commercial production of power 
would commence after the completion 
of a broadcast test, which takes about 
15 days. The per MW cost of the 
project arrived at NPR 180 million.

762 MW Tamor Hydropower Project 
to be built in cooperation with 
China: An agreement was signed 
between the Investment Board Nepal 
(IBN) and Power Construction 
Corporation of China (Power 
China) to construct the hydropower 
project. Companies involved in the 
construction of the project would 
be Hydroelectricity Investment 
and Development Company 
(HIDCL) of Nepal and the Chinese 
government-owned Power China 
Corporation.40  The total cost of 
the project that includes interest 
during construction, finance cost 
and the seventy-five kilometre 400 
kVA double circuit transmission line 
from the project site, is estimated 
to be USD 1.21 billion. The Nepali 
firm would invest 46% while Power 
China Corporation would invest 
54% for the project.

The government of Nepal is preparing to remove subsidy from LPG to drive electricity 

demand in the domestic market. Also, plans to reduce electricity tariffs are being considered 

as well. Meanwhile, the Alternative Energy Promotion Centre (AEPC), under the Ministry of 

Energy, Water Resources and Irrigation (MoEWRI), is subsidising 10,000 electric stoves to 

boost electricity consumption. In the first phase, the subsidised stoves would be distributed 

in Tarai districts of Nepal. The country loses an average of NPR 380 million to NPR 450 

million every month while providing subsidies on the LPG.35 
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solar plant in Khalanga, headquarter 
of Jumla district. The aim is to 
distribute electricity through the solar 
plant within the next six months. 
The company responsible for the 
installation of the solar plant would 
receive 60% of the total cost as a 
subsidy while remaining 20% will 
be provided as a concessional loan 
currently being arranged by the 
government agencies.42 

Energy from waste:  The United 
Arab Emirates (UAE) has agreed to 
facilitate Nepal with a NPR 1.13 
billion (USD 10 million) subsidised 
loan to operate biogas projects in 
69 municipalities. The idea is to 
generate electricity from urban 
waste and reduce the consumption 
of fossil fuels. The Abu Dhabi Fund 
for Development (ADFD) had 

announced the assistance of the given 
amount during the International 
Renewable Energy Agency (IRENA) 
assembly held in Abu Dhabi. 

Completion of Middle Bhotekoshi 
Hydroelectric Project not in 
sight: The project’s construction 
which began in 2013 was expected 
to be completed by 2016, but it 
has instead missed three extended 
deadlines. Various factors such as 
natural disasters, land compensation 
complexities and delays caused by 
Chinese contractor have caused the 
postponement. Now the deadline for 
completion has been set for November 
2020. The project is being built with 
50% debt financing by the Employees 
Provident Fund, equity investment by 
Chilime Hydropower Company and 
shares from the public.43

Global tender to install charging 
stations: The government has called 
for a tender to install 50 electric 
vehicle (EV) charging stations across 
the country. Along with Kathmandu, 
charging stations would be built 
in Narayangadh, Butwal, Itahari, 
Biratnagar, Pokhara, Nepalgunj, 
Dhangadhi and Damak, including 
inter-city routes between the 
mentioned cities.41  Furthermore, 
there are plans to install charging 
stations every 100 to 200 kilometres 
distance along major highways. The 
South Asia Sub-Regional Economic 
Cooperation (SASEC) is funding the 
project with support from the Asian 
Development Bank (ADB).

Solar plant to generate one-
megawatt power in Jumla: The 
Karnali province is going to install the 

OUTLOOK“
Initiatives that the government is preparing to adopt such as removal of subsidy on LPG and reduction of power tariffs on 
households to increase domestic electricity demand is crucial. As the completion of many hydropower projects nears completion, 
there must be adequate consumption of the produced electricity within the nation first. Therefore, promoting induction stoves by 
cutting down LPG subsidy is an encouraging move. The government now has to ensure that there is a stable supply of electricity 
in households, commercial and industrial sector and cut down on leakages. The distribution system is often overloaded and 
transformers are tripping due to the high demand of electricity mainly during the peak period. The government and relevant 
stakeholders have to ensure upgrading to robust and high capacity systems.

The positive news is that diesel and cooking gas purchase has seen a declining trend recently as the usage of electricity has 
increased. Such developments are optimistic for Nepal as it reduces the import of petroleum products consumption of domestically 
generated electricity.
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Many efforts to uplift the infrastructure sector have been witnessed in the review period. The 

provincial and local level governments have also been given some respite by given ways to 

address their infrastructural needs. Likewise, infrastructure projects have been prioritised further 

to accelerate development.

Provincial and local governments 
seek foreign aid on infrastructure: A 
new standard has been developed by the 
Cabinet on foreign aid mobilisation, 
according to which, provincial and 
local level governments will have to get 
approval from the federal government 
for receiving foreign aid projects and 
programs. In this regards, in line 
with the International Development 
Cooperation Policy 2019, provincial 
and local governments can seek 
foreign loans, particularly in the 
infrastructure sector where a return 
can be guaranteed. Also, foreign 
concessional loans can be used in 
physical infrastructures such as 
hydropower, solar and renewable 
energy, roads and bridges, irrigation, 
airports, railways, dry ports, and 
urban infrastructure development, 
agriculture and tourism infrastructure 
as well as in areas directly or indirectly 
contributing to skill development and 
job creation.44  

Rental rate issues over solar power 
plan at Bhairahawa: Plans to make 
the upcoming international airport 
in Bhairahawa a fully solar powered 
facility have been going on for some 
time now, however, certain issues 
regarding rental rates have been 
coming upfront. The land belongs to 
the Civil Aviation Authority of Nepal 
(CAAN), and upon this land, Nepal 
Electricity Authority (NEA) plans to 
install solar panels to produce around 

10 megawatts and run the airport 
on power from the sun. Besides, the 
rest of the surplus power will be fed 
into the national grid. In this line, an 
argument between CAAN and NEA 
had arisen over sharing the income 
generated from solar power. Now, the 
issues over income sharing have been 
resolved, but other new challenges 
have arisen such as whether CAAN 
or NEA should pay the rental for the 
land. The issue over ‘rate’ has not been 
solved yet, which can obstruct the 
infrastructure development further.45  

Upgradation and expansion of 
Bharatpur Airport: The Ministry of 
Culture, Tourism and Civil Aviation 
has assured that it will immediately 
expedite works for the expansion and 
upgradation of Bharatpur Airport. 
This will be done in coordination with 
concerned ministries, stakeholders 
and local level government. Further, 
after the preparation of the final 
report and based on suggestions from 
the concerned bodies, the work will 
proceed. The government is of the 
view that the expansion is crucial as 
it is located in the central part of the 
country, and will be used the most as it 
is closest to Chitwan, our educational 
and medical hub city.46 

Installation of electricity poles in 
Rautahat, but electric wires yet to 
be fixed: According to the Energy 
Progress Report, 95.5% of Nepal’s 

population has received electricity as 
of 2017, and 1.3 million people (most 
of who are from remote locations) out 
of 29 million are yet to be connected 
to electricity. Accordingly, to begin 
the remaining works, in the last 
five months, around 700 electricity 
utility poles have been installed in 
three municipalities, i.e. Chandrapur, 
Brindaban and Gujara. However, the 
process of setting electric wires is yet 
to begin as the concerned authority 
has left the work in limbo.  Locals 
have been demanding installation of 
electric wires too, but no responses 
have been given to their frequent visits 
to the Nepal Electricity Authority 
(NEA)’s office in their respective 
municipalities. The offices assert that 
they do not have sufficient budget to 
complete the installation processes 
and that the higher authorities have 
been notified.47  

Second phase of Ring Road 
expansion drive: The government 
of Nepal has decided to acquire 
land on both sides of the Kalanki-
Maharajgunj-Dhobi Khola road 
section for maintaining road 
boundary. It has decided to expand 
31 meters on each side through 
acquisition as a second phase to 
the Ring Road Expansion Project 
financed by China. The Minister of 
Communications and Information 
Technology said that the land would 
be acquired in accordance with the 
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OUTLOOK“
Infrastructure is one of the key sectors of the economy, which is why the obstruction of this sector can hinder the overall growth 
of the economy. Keeping this in mind, infrastructure deficit issues have been prioritised. For instance, preliminary studies to 
kick-start new roadway projects and the continuation of ring road expansion, among others have been undertaken. This indicates 
that steps are being taken. However, the lack of proper implementation and effective monitoring is what determines the growth 
further. Apart from this, budgetary amounts and effective allocation of the budget also has to be carried out as it can act as a 
major game-changer in the infrastructure sector.

1977’s Land Acquisition Act, Sections 
3 and 4.48 

Preliminary study of Tokha-
Rasuwagadi road started: A 
Chinese technical team has started 
the preliminary study for the tunnel 
section of the proposed Tokha-
Rasuwagadhi road. It will gradually 
move to include other sections of 

the road project under its study as 
well. The agreement about linking 
Kathmandu and Rasuwagadhi was 
signed between China and Nepal, 
during the visit of Chinese President 
Xi Jinping. All of the activities have 
been initiated because of the same, 
and after its completion, the team 
working in Nepal will submit the 
report. Based on the report, the Nepal 

government and Chinese authorities 
will begin the work on the Detailed 
Project Report (DPR) and detailed 
engineering study. The Department of 
Roads (DoR) confirmed that the study 
would be completed within a few 
months. After the project completion, 
the distance and travel time between 
Kathmandu and Rasuwagadhi will be 
reduced.49
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REAL ESTATEREAL ESTATE  

The disposition of real estate in Nepal has been unorganised with poor implementation 

of policies. Even with the surge in the production of construction materials along with a 

drop in its prices, the demand for these products has not increased due to the sluggish 

economic growth of the nation. The restriction brought by the government has also affected 

the investment in this sector. 

Government preparing to establish 
land bank: The Ministry of Land 
Management, Cooperatives and 
Poverty Alleviation (MoLMCPA) is 
planning to establish a ‘Land Bank’ 
with an objective to maximise land 
use and increase productivity. It will 
support the cultivation of arable 
land, which has largely been left 
fallow. The government has nearly 
completed formulating the required 
laws and policies for the land bank. 
After its establishment, landowners 
will be able to deposit their idle land 
in the bank and other interested 
parties can take such land on lease 
for agricultural purpose. This will 
help the country become self-reliant 
in agriculture.50 The government will 
be adopting international practices 
for the bank’s effective operation 
and exploring new technologies that 
could help determine the status of 
land in Nepal. The Ministry is in 
the process of creating a Geographic 
Information System (GIS), which will 
systematically archive information 
about all types of land. 

Restriction on land plotting hits 
property deals: The government has 
imposed a restriction on land plotting, 
which has resulted in the decline of 

land transactions and affected the 
revenue for the government. A 20% 
fall in government’s revenue from 
land transactions was realised in 
the first four months of the current 
fiscal year. Most of the transactions 
happening currently are of lands that 
were plotted before the restriction.51 
In August 2017, the government had 
imposed a prohibition on plotting of 
arable land. However, the restriction 
was later removed for the purpose 
of partitioning family property and 
implementation of the court’s verdict. 

Drop in the prices of construction 
materials: The prices of construction 
materials have dropped by 30-40% 
along with a fall in building activities. 
However, sales are still below the 
expectations as the number of 
customer purchasing construction 
materials has been declining. Prices 
usually fall during the winter season, 
but this year it fell very steeply. The 
price of gravel and sand, which used 
to cost NPR 31,000 (USD 271.2) 
to NPR 33,000 (USD 288.7) per 
truckload, has now decreased to NPR 
25,000 (USD 218.7). Cement is 
currently selling at NPR. 800 (USD 
7) per bag, down from NPR 1,000 
(8.75) to NPR 1,150 (USD 10.06) 

previously. The cost of A-grade bricks 
is NPR 14,000 (USD 122.5) to 
NPR.16,000 (USD 140) per 1,000 
units, compared to NPR 18,000 
(USD 157.5) to NPR 19,000 (USD 
166.23) before. The price of Iron 
and steel was NPR 90 (USD 0.79) 
to NPR 92 (USD 0.8) per kg two 
months ago, which is NPR 72 (USD 
0.63) per kg now.52 

No personal loans with instalment 
higher than 50 percent of income: 
NRB: Nepal Rastra Bank issued 
a circular to Bank and financial 
Institutions on 24 December, where 
the central bank fixed 50% debt 
service to gross income ratio for 
individual borrowers for personal 
loans, housing loans and hire 
purchase loans. According to this new 
rule, BFIs cannot float loans whose 
repayment instalment amount exceed 
the borrower’s 50% of gross income. 
Prior to this, the value and quality 
of collateral have been the major 
factor, which forms the basis of loan 
disbursement decision. However, 
from now on, borrowers taking out a 
loan to purchase a home or car needs 
to present their certificate of income 
along with tax clearance certificate to 
the BFIs.53
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Figure 5: Total land transaction of the country and Kathmandu Valley in the month of Mangsir (Fifth month of the fiscal year)

Source: Property Magazine, January 2020
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Figure 6: Land Transaction Inside Kathmandu Valley in the month of Mangsir (Fifth month of the fiscal year)

Source: Property Magazine, January 2020

Dilli
 B

az
ar

La
gan

kh
el

Cha
bah

il

Kala
nk

i

Bha
kta

pur

San
kh

u

Man
am

aij
u

To
kh

a

330

1496

695

1128

1403

700

540

270



29NEFPORT ISSUE 40 – MARCH 2020

Figure 7: Land Revenue Collection from LRO's inside Kathmandu Valley in the month of Mangsir
Amount in NPR (00,000)

Source: Property Magazine, January 2020

OUTLOOK“
Increased capacity of manufacturing companies due to cheaper charcoal and continuous supply of electricity has led to an 
increase in production, resulting in a decrease in prices of the construction materials. However, the demand for it is still low, 
as there seems to be a slowdown in economic activities. Moreover, the tightening of bank loans for real estate businesses has 
also fuelled to the slump in land and housing deals.

Big real estate firms have invested billions of rupees, but the restriction on the plotting of large-scale land has put real estate 
businesses at the verge of closure. The general public has been suffering, as they now have to buy lands at a higher price. 
While the supply of land has reduced due to this, land developers say the demand is still strong. The real estate business in 
the capital city is somehow showing a positive trend.
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EDUCATIONEDUCATION

Government unveils National 
Education Policy: The government 
in December 2019 announced the 
‘National Education Policy-2019’, 
through a press conference organised 
by the Ministry of Education, Science 
and Technology. The policy, which is 
to be implemented on a national level, 
aims to guide the entire education 
sector in line with the federal 
democratic republic system of the 
country. In addition to this, the policy 
also envisions that educated, civilised, 
healthy and capable human resources 
are the signs of prosperity for the 
nation.54 Education experts have since 
a long time lobbied to develop Nepal 
as an education hub that provides 
world-class education, which is 
compulsory and free for all. To ensure 
this, all levels of education need to 
be competitive, technology-friendly, 
employment-oriented and productive. 
The new education policy, in this 
light, has mandated for all the local 
level governments to work effectively. 
However, critics are suspicious about 
the coordination between different 
tiers of the government. Institutional 
development can only be achieved 

through sound coordination, grant 
distribution, quality assurance 
and accreditation, guideline 
determination, investigation and 
regulation of higher education. Hence, 
according to the critics, although the 
introduction of the policy is a step 
ahead in ensuring higher learning 
achievement of students, its proper 
regulation also needs to be ensured. 

Amendments in the medical 
education sector: Granting 
affiliation to medical colleges has 
remained a matter of contention in 
Nepal’s medical education system. 
Often times, university officials, 
including the vice-chancellors and 
registrars, are accused of granting 
affiliations to private colleges to run 
medical education courses on the 
basis of various political affiliation and 
other influences including monetary 
offerings. In this background, 
the ‘National Education Policy’, 
which was recently unveiled by the 
government, aims at prohibiting 
universities to grant affiliations to 
medical colleges.55 The policy has 
transferred the power to coordinate 

the medical education system over 
to the Ministry of Education (MoE), 
wherein, affiliations for new medical 
colleges would be provided only after 
the prior consent of the University 
Grants Commission (UGC). 
However, several educationists have 
described this arrangement as a faulty 
one. Critics have argued that the new 
arrangements made by the government 
would not only make matters worse 
for the education sector, but it would 
also create further confusion regarding 
whether medical education should be 
under the jurisdiction of the MoE or 
that of the Health Ministry (MoH). 
Moreover, the policy also does not 
incorporate the recommendations of 
the High-Level National Education 
Commission, on which the 
government has invested enormously 
with an objective to bring greater 
discipline in the medical education 
system. All these have also raised the 
possibility of further politicisation of 
the medical education sector. 

Kathmandu Municipality keen on 
holding its own SEE examinations: 
Against the spirit of the Constitution 

This review period sheds light on the various initiatives and actions conducted by different 

tiers of the government to improve and facilitate the growth of the education sector. The 

‘National Education Policy’ and amendments in the ‘Medical Education Sector’, were the 

most significant reform brought in by the government to address the existing anomalies and 

obstacles in the sector. Although these efforts were commendable, some decisions made 

by the government, such as the mandatory charge of 10% import tax on foreign (Indian) 

books, brought in unprecedented changes. Similarly, authorising municipalities to hold SEE 

examinations and lack of proper monitoring of teaching-learning experience in juvenile houses 

showed the government’s lack of commitment in this sector. 
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of Nepal and the provisions in 
the Education Act, the federal 
government has given the nod 
to Kathmandu Municipality in 
conducting its own Secondary 
Education Examinations (SEE) from 
the upcoming academic year. The 
statute authorises local governments 
in managing school level education 
till grade 10, while the authority 
to hold examinations for classes 
11 and 12 remain with the federal 
government. However, according 
to ministers employed at provincial 
governments, the federal government 
is keen on allowing municipalities 
to manage examinations on their 
own.56 Currently, municipalities are 
only required to print answer sheets, 
distribute them in the examination 
centers within their vicinity and 
transfer the answer sheets from one 
place to another. As a result, education 
critics have claimed that municipalities 
are not equipped enough to conduct 
the SEE examinations. Legal clarity 
for allowing municipalities to conduct 
the SEE tests are required before 
transferring the authority over to local 
level governments. Thus, to avoid 
any future obstacles in the education 
sector, the federal government needs 
to ensure that municipalities are 
fully capable of conducting such 
examinations before endowing them 
with such responsibilities. 

Lack of adequate study materials 
in juvenile reform centre: Children 
in juvenile reform centres, across 
the nation are deprived of adequate 
studying materials and schooling 
experience due to lack of teachers, 
textbooks and stationery. Most of 
these children, who are convicted 
of rape, illegal weapons possession, 
drug and human trafficking, were 
found to be deprived of basic rights to 
education and health in such reform 
homes.57 Following such complaints 
from juvenile centres, local level 

government across a few districts 
had mandated for four rooms in all 
reform houses to be separated to run 
a school by the juvenile authorities. 
However, even after the setting up of 
these rooms, juvenile authorities are 
yet to receive relevant textbooks and 
study materials from the government. 
Besides the issues of lack of education, 
juvenile reform homes are also 
overcrowded, with some of them 
accommodating 126 children with the 
capacity of accommodating only 75. 
In this backdrop, various individuals 
and organisations working for human 
rights for juvenile prisoners in Nepal 
have raised questions regarding the 
rights and future of children staying 
in such reform houses

Import taxes on books stirs a 
new controversy: Following the 
government’s decision to charge 
an import tariff on foreign books, 
bookstores, students and educators 
across the nation have decried 
about the decision on social media 
on the grounds that reading is 
about learning and should not be 
constrained or bothered by taxes or 
other governmental regulations.58 The 
government had decided to impose 
a 10% customs duty on all books 
imported from FY 2019/20, especially 
from India. As Nepal imports much 
of its study materials and textbooks 
from India for all levels of education, 
the import tax can also lead to the 
shutdown of burgeoning start-ups and 
also increase inequality between those 
who can afford expensive habits and 
those who cannot. In response to the 
decision, bookstore owners claimed 
that a lot of books had been stuck at 
the customs department at various 
border points since the beginning of 
the FY, which is not sustainable for 
their business. They also claimed that 
the move was a vindictive approach 
by the government to extract revenue 
through taxes apart from VAT/GST 

from reading and educated public in 
Nepal.

Conversion of private schools 
into trusts: As envisioned by the 
High-level National Education 
Commission, an association of 
private school teachers has demanded 
that all private schools be converted 
from companies to trust to prevent 
further commercialisation of private 
institutions.59 The provision, which 
was submitted to the Prime Minister 
KP Sharma Oli in mid-January last 
year, had recommended that all private 
schools be converted into trusts over 
the next 10 years. However, a section 
of private schools has opposed it. 
Currently, most private schools across 
the nation are running as a registered 
company with a profit-generating 
motive rather than imparting quality 
education. As a result, the proliferation 
of politicisation in the secondary 
education sector has become rampant. 
Furthermore, allowing private schools 
to operate in the way that they are 
currently operating is against the 
spirit of free and compulsory school 
education as envisioned by the 
Constitution of Nepal. Thus, the 
conversion of private schools is seen 
as a move to ensure that the rising 
popularity and commercialisation of 
private schools is toned down amidst 
the general public. 

Yoga included in school curriculum: 
The Ministry of Education, Science 
and Technology (MoEST) is all set 
to make yoga education compulsory 
for schoolchildren. The Ministry of 
Education (MoE) in its new initiative 
has completed designing courses on yoga 
for Grades IX, X, XI and XII in public 
school across the nation.60 Schools, 
through an integrated approach, are 
aiming to include yoga as a part of 
compulsory subjects such as English and 
Nepali courses. However, students can 
make a choice between yoga, Ayurveda 
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and natural medicine as their optional 
subject in schools. The course is being 
integrated into the school curriculum 
to promote a healthier lifestyle, also to 
inculcate moral values in students, and 
to help them maintain their mental 
health. According to a spokesperson 
at the MoE, the course is also aimed 
at reducing the growing stigma with 
depression and anxiety through 
meditation, prayers and reflection upon 
one’s own life.  

Computer classes ineffective in 
community schools: Community 
schools across the nation lack 
computers and qualified teachers to 

run computer-science classes and 
curriculums. Although students 
in such schools sit for formal 
examinations for the subject, they do 
not know the practicality of the course, 
i.e. they do not know how to operate 
a computer.61 All community schools 
are required to provide and include 
computer science classes according to 
the existing legal provision, as stated 
in Schedule eight of the Constitution 
of Nepal. The same statute also 
gives the local level government 
the authority to explicitly manage 
school level education, such as hiring 
and firing of teachers, developing 
curriculum and holding examinations 

till grade 12. However, very few of 
these local governments have taken 
any initiative of hiring a qualified 
computer teacher or have even 
created a post for computer science 
teachers. Due to this, computers and 
other machines lie unused in such 
schools. Similarly, schools also lack 
good internet connectivity and other 
essential infrastructure required to 
run regular computer classes. This 
shows that local bodies in various 
districts have introduced computer 
as a local subject without any proper 
homework and that the state of 
technical education in community 
schools is a dismal state.

OUTLOOK“
The major highlight of this review period was the government’s decision to convert all the existing private schools into a 
public, private or community trust. This move was initiated with the main objective of ensuring equal access of all towards 
basic secondary education as the existing commercialisation and politicisation of private institutions across the nation was 
a burgeoning problem in the education sector. Thus, the timely action taken by the government was much applauded by the 
general public and critics. Similarly, the launch of national education policy and dismantling of the medical education sector 
too provided a sign of relief for students and educators in this sector; as it provided a sense of clarity and legality in the 
functioning of this sector. 
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HEALTHHEALTH

During the review period, pollution was seen as a significant problem leading to public 

health issues. Meanwhile, negligence by the state-run health facilities in selling substandard 

medicines showed the incompetence of the government in public health-related issues. 

Lack of awareness campaigns from the government is also seen as a major reason behind 

the poor health conditions of Nepali people.

Government taking measures to 
control spread of coronavirus: 
With the declaration of coronavirus 
outbreak as a public health 
emergency by the World Health 
Organisation (WHO), the Nepal 
government is taking precautionary 
measures to control the spread of 
the virus. A health desk has been 
set up at Tribhuvan International 
Airport as well as in Kakarbhitta 
(Jhapa), Belhaiya (Rupandehi), 
Rasuwagadhi (Rasuwa) and Tatopani 
(Sindhupalchowk) border points.62 
In addition, the Health Ministry 
has decided to set up health desks 
in Pokhara, Lumbini and Sauraha 
of Chitwan to screen tourists for the 
virus.63 Nepal has so far confirmed 
one case of coronavirus.64  

Meanwhile, 175 Nepali nationals 
including two children were evacuated 
from Hubei Province of China after 
the government sent Nepal Airlines 
Corporation aircraft for evacuation. 
Two buildings of the Nepal Electricity 
Authority (NEA) located at Kharipati 
in Bhaktapur have been chosen as the 
quarantine centre to accommodate 
the returnees. They are being kept in 
such facilities for 14 days.65 

According to the WHO, the early-
stage symptoms of the new strain of 
coronavirus include fever, fatigue, 
sore throat and dry cough, which later 
progresses into breathing difficulty. 
The illness is mainly transmitted 
via the respiratory tract and can be 
passed between people.66 Precautions 
to control the spread of the virus 
include washing hands regularly, 
covering coughs and sneezes with a 
tissue or your inner elbow, avoiding 
touching eyes, nose or mouth with 
your hands and staying away from 
people having signs of respiratory 
tract infection.67 

Rise in diabetes among children:  
According to Kanti Children’s 
Hospital, 6% of the total children 
visiting the endocrine outpatient 
department are found to be suffering 
from diabetes. The number of 
children visiting the hospital with 
diabetes has increased to 29 in the 
year 2018-19 compared to 27 in 
the year 2017-18. Lifestyle changes, 
consumption of sugary and junk food, 
obesity, physical inactivity and lack of 
understanding about the disease are 
the major reasons behind increasing 
diabetes among children.68  

State-run health facilities distributing 
substandard medicines: Nepal 
Health Research Council had collected 
a sample of 285 essential medicines 
and sent them for testing to the 
Department of Drug Administration 
in the last fiscal year [2018/019]. 
These samples were collected from the 
state-run health facilities, including 
health posts, primary health care 
centres, and district hospitals. The 
results showed that 41 of those tested 
medicines were substandard.69  

Increase in patients with burn 
injuries: According to the World 
Health Organisation, burns are the 
second most common injury in the 
rural areas of Nepal, which accounts for 
5% of disabilities. A rise in the number 
of burn victims is usually observed 
during the winter season as people 
keep bonfires to keep themselves warm. 
Older women and under-aged children 
are mostly affected as they remain most 
of the time indoors. According to the 
dean of National Academy of Medical 
Sciences, a study carried out in the past 
showed that 40,000 people suffer from 
burns every year in Nepal. The country 
is, however, ill-equipped to treat these 
patients.70 
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Largest cancer hospital in the 
country comes into operation: 
Purbanchal Cancer Hospital, the 
largest cancer hospital in the country 
located in Birtamod has started 
its operations. The hospital has 
brought an ultramodern machine 
for cancer treatment. According 
to the hospital’s executive director, 
their goal is to promote Jhapa as a 
medical hub. They also have plans 

of upgrading from the present 100-
bed capacity to a 300-bed capacity 
health facility.71 

Rise in public health issues: 
According to the Nepal Health 
Research Council (NHRC), public 
health has been severely affected due to 
the increase in air pollution. Improper 
waste management, dust and smoke 
emitted by brick kilns, vehicular 

emission, unplanned digging and 
delay in blacktopping the roads and 
poor implementation of development 
projects are mainly responsible for the 
pollution. The NHRC has provided 
a series of recommendations to curb 
environmental pollution in the 
country such as formulating laws that 
empower concerned authorities to 
impose an impromptu fine on vehicles 
that do not meet the standards.72

OUTLOOK“
The Nepali nationals were rescued after more than three weeks since China imposed a lockdown in coronavirus-hit Wuhan 
and other cities of Hubei Province while several South Asian neighbours had evacuated their citizens soon after the lockdown. 
This has raised concerns on the government’s inability in taking timely appropriate measures to deal with the outbreak of 
coronavirus. Meanwhile, although the government has taken precautionary steps to control the spread of the disease, Nepal 
is ill-equipped to deal with such massive outbreak of disease given its lack of infrastructure and trained medical personnel. 
The government needs to be providing awareness about the threat of new virus and ways to protect from the virus. The risk of 
coronavirus in Nepal is expected to reduce in the coming days if the government is proactive in taking timely appropriate actions. 
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TOURISMTOURISM

Visit Nepal Year 2020 Campaign 
Promotion: The Visit Nepal Year 
(NVY) 2020 secretariat has allocated 
a total of NPR 262 million (USD 
2.29 million) for its promotional 
features and activities. Of the total 
budget of NPR 617 million (USD 
5.39 million) for VNY campaign, 
the highest amount of the budget 
was allocated towards promotional 
activities of the campaign.73 According 
to the Tourism Board of Nepal 
(TBN), these promotional activities 
are to be organised in India, China, 
Europe, South East Asia, Australia 
and America, wherein the budget will 
also be utilised by the stakeholders 
to participate in travel and tourism 
fairs and sales missions. In addition, 
promotional activities are also to be 
organised in association with Nepali 
embassies and missions abroad and 
non-resident Nepali’s (NRNs) residing 
in various countries. In the domestic 
market, the NTB has decided to team 
up with foreign diplomatic missions, 
the United Nations and international 
development agencies based in Nepal 
for promotion of the campaign 
within and outside the country. With 
such marketing, the VNY secretariat 
is assured about the result of their 
initiative and are hopeful about the 

success of the upcoming VNY 2020. 

New trekking routes: The Trekking 
Agencies Association of Nepal 
(TAAN) is preparing to introduce 
new trekking routes by this January 
to further enhance the VNY 2020 
campaign. For this, the umbrella 
organisation of trekking agencies in 
the country is conducting a feasibility 
study of five new trekking routes 
outside the Kathmandu Valley.74 The 
new routes will include places closer 
to the Annapurna region that has been 
neglected despite having the potential 
of good trekking routes for adventure 
and thrill-seeking tourists. Moreover, 
TAAN is also preparing to organise an 
adventure travel mart, where several 
domestic and international trekking 
agencies, including foreign and local 
buyers and sellers, will participate. 

Promotion of sports tourism for 
VNY 2020: The South Asian Games 
(SAG) 2019, which was hosted 
by Nepal has delighted tourism 
entrepreneurs in the country so 
much do forth that entrepreneurs are 
preparing to promote sports tourism 
to boost the VNY 2020 campaign. 
According to officials at the Nepal 
Association of Tour and Travel Agents 

(NATTA), sports activities can help 
promote Nepali destinations in the 
international arena.75 Nepal is already 
famous for adventure tourism, such 
as paragliding, skydiving, skiing, ice 
climbing and others. If the nation 
can organise more international 
events related to sports activities, it 
can easily meet its target of bringing 
in two million tourists during VNY 
2020 and five million more visitors by 
the year 2030. However, the country 
needs to improve its infrastructures to 
provide quality services and attractive 
tour packages for sports enthusiastic 
tourists.   

Buddhist religious routes to attract 
Buddhist pilgrims in VNY 2020: 
Cultural experts, historians and people 
from the tourism fraternity are all 
keen on identifying paths traversed by 
Padmasambhava, a Buddhist religious 
leader from Nepal, who travelled to 
Tibet in the eighth century. The main 
aim behind the identification of this 
route is to attract Buddhist pilgrims 
from across the world to Nepal for 
the further enhancement of the VNY 
2020 campaign. Padmasambhava, 
also known as Guru Rinpoche in 
the Buddhist religion, was one of the 
prominent followers of Buddhism, 

This review period saw the inaugural of Nepal’s promising tourism campaign, the ‘Visit 

Nepal Year 2020’ (VNY 2020). Although the government’s target of attracting two million 

tourists seems to be an ambitious project, if we look at the statistics, only 1.173 million 

tourists visited the country in 2018 and the same figure increased by a meagre 0.8% last 

year (FY 2019). However, the Nepal Tourism Board (NTB) is optimistic about the campaign 

as it would serve as a foundation for the promotion of tourism and also serve as a guideline 

for the forthcoming years.  
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who spread the Buddhist teaching 
in Tibet.76 As the followers of the 
religion highly regard him, areas 
traversed by him bears great religious 
significance for Buddhists around the 
world. Till date, two routes traversed 
by Padmasambhava have been 
identified, wherein, the first route 
originated from Dang Valley to Kakra 
Khat (Tibet) and the second route 
extends from Kathmandu to Dipta-
la (Tibet). According to officials from 
the Ministry of Culture, Tourism 
and Civil Aviation (MoCTA), the 
Himalayan ranges have long been 
the attraction of many saints and 
sages from across the world and new 
studies of such a rich history can 
advance trans-border movement in 
this region. In this backdrop, cultural 
experts, historians and government 
officials are all looking forward to 
the identification of Buddhist routes 
to promote VNY 2020 within the 
Buddhist communities. 

Lack of nightlife and market for 
tourists: Cities around the world are 
renowned for their vibrant nightlife, 
as a colourful and safe nightlife is 
directly related to a large number of 
tourists. Yet, Nepal still has archaic 
policies, methods and techniques, 
which has prevented its cities from 
discovering its tourism potential. 
This is also one of the many reasons 
why the nation falls way below its 
contemporaries in the tourism sector. 
Although Nepal has been endowed 
with abundant natural beauty, cultural 
heritage sites and other recreational 
activities, yet the nightlife activities 
seem spare. Not all tourists are nature 
loving and adventure-thrill seeking; 
some of them also visit the nation 
in hopes of just having a good time 
away from their normal busy lifestyle 
or schedule.77 However, draconian 
and blanket bans on the bustling 
nightlife scenario of Nepal is severely 
hampering people’s right to leisure 

and entertainment. Even though the 
government’s intervention is seen as 
a move of protecting its citizens and 
foreign tourists, night markets and 
nightlife play a huge role in attracting 
more money-spending tourists. The 
local economy greatly benefits from a 
vibrant nightlife. If restaurants, bars, 
theatres and nightclubs are allowed to 
open 24/7, it can significantly boost 
employment and the economy. Thus, 
if Nepal truly wants to increase the 
number of tourists and capitalise on 
the tourism sector, reclaiming the 
nightlife in cities is necessary. 

NTB appoints new CEO: A board 
meeting of the Nepal Tourism Board 
(NTB) has appointed Dhananjay 
Regmi as the new chief executive 
officer (CEO) of NTB. The board 
meeting chaired by Tourism Secretary 
Kedar Bahadur Adhikari decided 
to appoint Regmi as CEO of NTB; 
based on the fact that he had scored 
the highest marks among the three 
names recommended by a sub-
committee formed to examine the 
applications to the posts. Hailing 
from Syangja, Regmi is an eminent 
mountain geomorphologist and 
glaciologist, who had obtained 
his PhD in Environmental Earth 
Science from the Graduate School 
of Environmental Earth Science 
at Hokkaido University, Sapporo, 
Japan in 2006.78 Previous to being 
appointed as the CEO of NTB, he 
worked as an adjunct professor in the 
Central Department of Geography 
and Environmental Science at 
Tribhuvan University and also acting 
as the vice-chairperson of Nepal 
Geographical Society in Kathmandu. 
However, coming largely from an 
academic background, he faces a new 
challenge, as not many in the tourism 
industry know him. His appointment 
comes at a crucial time for the Nepal 
Tourism Board and the country’s 
tourism industry. As the country 

is aiming at attracting two million 
visitors before the end of 2020, many 
feel that his appointment is faulty as 
he lacks the necessary experience to 
lead the NTB. Thus, understanding 
the Tourism Board’s bureaucracy 
and coming up with a game plan on 
how to make the organisation more 
effective can be a challenge for him. 
However, tourism experts are also of 
the opinion that his academic and 
institutional knowledge can come 
handy and could complement his role 
as the new chief of NTB. 

Street children dangerous for 
tourists: Street children, including a 
few from India, have been found to 
have created a nuisance for tourists, 
especially in heritage sites in and 
around Kathmandu Valley and other 
destination spots. These children 
are under the habit of begging and 
running after tourists until some 
money is dropped off, and this is 
demotivating tourists to prolong 
their stay in Nepal.79 According to 
some tourists, poor and deprived kids 
throw tantrums for money, hold on to 
their legs, and in some instances even 
try to snatch away their purses. As this 
attributes to some form of terrorism, 
tourists are seldom scared to visit 
Nepal. Among these children, some 
are also involved in crime, as recently 
a child was caught in connection 
with the theft of a scooter. Many 
officials from the Trekking Agencies 
Association of Nepal (TAAN) have 
expressed their concern on this issue 
as begging and terrorising tourists can 
cost a lot for Nepal, which is aiming 
to celebrate VNY 2020 this year. 
To tackle this, TAAN has requested 
the local level bodies to enlist and 
take such children to rehabilitation 
centres, but the local authorities are 
yet to act on this. 

Tourism affected due to the 
outbreak of coronavirus: The 



37NEFPORT ISSUE 40 – MARCH 2020

OUTLOOK“
The tourism industry has been an important component of Nepal’s economy. However, the contribution of the tourism industry 
to the national gross domestic product (GDP) is dismal at 3%. In this light, the VNY 2020 campaign aims at increasing it to 
10%. Although the country has much potential to develop and promote the tourism sector, it has not been able to make the 
desired headways in this sector. Furthermore, existing impediments in the form of inadequate trekking or hiking routes and 
trails, lack of nightlife and night markets and the recent outbreak of the deadly coronavirus is dragging the sector down in 
terms of its target. Hence, the government needs to come up with more robust efforts to promote Nepal as a new and stable 
travel destination, where tourists feel safe, and where they can spend more money while appreciating and experiencing the 
rich culture, tradition and heritage that the country can offer. 

sudden outbreak of the coronavirus 
in China has adversely affected Nepal 
in its macroeconomic areas. Being its 
northern neighbour, China is battling 
to combat the disease, which has also 
pressurised the Nepali authorities 
to control the possible outbreak of 
the disease.80 However, the apparent 
impact of the outbreak has been 
noticed in the tourism sector. The 
spread of the virus has prompted a 
large number of Chinese tourists to 
cancel their plans for visiting Nepal. 

Moreover, the impact of the virus 
also affects investment and bilateral 
relations between the two nations. 
Even though the government has 
started a campaign to prevent the 
disease by taking preventive measures 
at the Tribhuvan International 
Airport, much more precautionary 
steps are needed to stop the spread of 
the virus across the nation. Chinese 
visitors have already started deferring 
their visit dates, which has led to the 
cancellation of a number of bookings 

at various hotels in Nepal. Citing 
the sensitiveness of the outbreak, the 
China Tourism Association (CTA) too 
has announced a halt on all outbound 
tourist’s groups. They have also 
imposed a travel limitation to prevent 
the outspread of the disease. In addition 
to this, the Chinese government has 
also restricted cross-border movement 
via Nepal-China borders (especially 
in Kerung-Rasuwagadhi), as a 
precautionary measure to reduce the 
advent of the virus in Nepal.
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AGRICULTURETRADE AND DEBTTRADE AND DEBT

The balance of payment remained at a surplus of NPR 26.65 billion (USD 233.16 million) in 

the first half of FY 2019/20. Due to the decrease in imports, the total trade deficit narrowed 

down by 6.1% and amounted to NPR 637.41 billion (USD 5.57 billion) in the review period. 

Also, the export of palm oil, cardamom, jute goods, medicine (ayurvedic), and pulses, have 

increased. Among the major trading partners, export to India excerpted growth by 45.8%, 

while export to China decreased by 8.5%. Custom points in Birgunj, Biratnagar, Tribhuvan 

International Airport, Mechi and Tatopani saw an increase in exports.

Foreign Trade Scenario: Table 1 
reflects the trade scenario of the first 
six months of FY 2019/20. In the 
review period, merchandise exports 
increased by 26.1% compared to an 
increase of 11.5% a year ago. The 
total export was recorded to be NPR 
57.28 billion (USD 501.14 million) 

during the first six months of current 
FY. Looking at the destination chart, 
export to India witnessed a surge of 
45.8%. However, export to China 
and other countries reduced by 8.5% 
and 3.8% respectively. Similarly, 
merchandise imports fell by 4% in the 
review period to NPR 694.69 billion 

(USD 6 billion). In comparison, 
the country had faced an increase 
of 30.5% in the same review period 
of the previous year. Imports from 
China and other countries swelled by 
12.1% and 0.4% respectively, whereas 
imports from India decreased by 9.1% 
during the first six months.81 

Table 1: Foreign Trade Statistics of first six months of the Financial Year 2019/20 (NPR. in millions)

Particulars 2017/18 2018/19R 2019/20P Percentage Change

Annual Six Months Annual Six Months Six Months 2018/19 2019/20

Total Exports 81359.8 40725.5 97109.5 45412.5 57279.7 11.5 26.1

To India 46719.8 23267.0 62731.8 27538.9 40143.9 18.4 45.8

To China 2437.7 1134.0 2109.8 1110.8 1016.6 -2.1 -8.5

To Other 
Countries

32202.3 16324.4 32267.9 16762.7 16119.3 2.7 -3.8

Total Imports 1245103.2 554720.4 1418535.3 723937.5 694693.7 30.5 -4.0

From India 814101.6 362464.8 917909.3 466391.5 423835.1 28.7 -9.1

From China 159987.1 73842.7 205527.4 105523.9 118252.8 42.9 12.1

From Other 
Countries

271014.5 118412.9 295098.6 152022.2 152605.8 28.4 0.4

Total Trade 
Balance

-1163743.4 -513994.9 -1321425.7 -678525.1 -637414.0 32.0 -6.1

With India -767381.8 -339197.8 -855177.5 -438852.5 -383691.3 29.4 -12.6

With China -157549.4 -72708.6 -203417.6 -104413.1 -117236.2 43.6 12.3
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Source: Nepal Rastra Bank. Current Macroeconomic Situation (based on six months data of FY 2019/20)

Top Exports and Imports: During the 
first six months of FY 2019/20 export 
of palm oil, cardamom, jute goods, 
medicine (ayurvedic) and pulses, 
among others, increased whereas, the 
export of zinc sheet, wire, readymade 
garment, juice and copper wire rod, 
among others, decreased. On the 
other side, imports of crude palm 
oil, hot-rolled sheet in coil, chemical 
fertiliser, other machinery and parts, 
electrical equipment, among others, 
increased. However, imports of M.S. 

billet, petroleum products, gold, 
transportation equipment and parts, 
cement, among others, decreased in 
the review period.82 

Trade Deficit: With the trend 
of falling import, the total trade 
deficit narrowed down by 6.1% and 
amounted to NPR 637.41 billion 
(USD 5.57 billion) in the first six 
months of FY 2019/20 as compared 
to the enlarged trade deficit of 32% in 
the same review period of the previous 

year. Moreover, this has positively 
resulted in the export-import ratio 
and indicated an increase to 8.2% in 
the review period from 6.3% in the 
corresponding period of the previous 
year.83 

Balance of Payment: In the second 
quarter of fiscal year 2019/20, the 
current account registered a deficit 
of NPR 84.71 billion (USD 741.12 
million). Moreover, such deficit 
decreased notably in the current 

Figure 8: Foreign Trade Scenario for six months period of FY 2019/20

Particulars 2017/18 2018/19R 2019/20P Percentage Change

Annual Six Months Annual Six Months Six Months 2018/19 2019/20

With Other 
Countries

-238812.2 -102088.5 -262830.6 -135259.4 -136486.5 32.5 0.9

Total Foreign 
Trade

1326463.0 595445.9 1515644.8 769350.0 751973.5 29.2 -2.3

With India 860821.4 385731.8 980641.1 493930.4 463979.0 28.1 -6.1

With China 162424.8 74976.7 207637.2 106634.7 119269.4 42.2 11.8

With Other 
Countries

303216.8 134737.3 327366.5 168784.9 168725.1 25.3 0.0
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review year compared to the current 
account deficit of NPR 152.16 
billion (USD 1.3 billion) in the 
corresponding period of the previous 
year. Furthermore, the continuous 
shrinking of imports has caused the 
balance of payment to remain at a 
surplus of NPR 26.65 billion (USD 
233.16 million) during the review 
period. In contrast, there was a deficit 
of NPR 63.68 billion (USD 557.13 
million) in the same period of the 
previous year.84

Restrictions on the import of refined 
palm oil by India: On January 8, 
India’s Directorate General of Foreign 
Trade issued a notification underlining 
the amended foreign trade policy, 
which has imposed restrictions on the 
import of refine palm oil in India. A 
step perceived as retaliation against 
Malaysia, this restriction might affect 
Nepal’s export scenario dramatically. 
As palm oil is the top export item of 
Nepal and the southern neighbour is 
its largest market, any restrictions by 
India can collapse the entire industry.85 
However, the Indian Ministry of 
External Affairs stated that the option 
for Indian businesses to purchase 
the product from any other country 
except Malaysia remains open, i. e. 
Indian importers will need to obtain a 
license to buy processed palm oil from 
Nepal.86 With the export of refined 
palm oil coming to a virtual halt after 
January 9, the government of Nepal 
has requested to lift the import ban.87

Revenue deficit at the customs 
offices: With a decrease in key 
revenue-generating import items such 
as vehicles, fuel, gold, iron, and steel 
along with sluggish domestic economic 
activities, government revenue 

experienced a stumble in the first 
six months of the current fiscal year. 
Most of the shortfall in government 
revenue has been recognised due to 
a decline in revenue growth at the 
customs offices. Setting an ambitious 
target of NPR 244 billion (USD 2.13 
billion), the customs department was 
able to collect only NPR 180 billion 
(USD 1.57 billion), resulting in a 
deficit of NPR 64 billion (USD 560 
million).88 However, the collection 
is still preferable compared to past 
growth trends. Moreover, imports of 
petroleum products decreased by 13.5 
%, steel and iron imports fell by 25.3 
%, machinery by 2.6 %, transport 
vehicles and their parts by 6.3 % 
and gold by 60.4 % in the first five 
months of the current fiscal year. 

Lack of Organic Certification hits 
Nepal’s tea exports: Due to lack of 
organic certification, export of Nepali 
tea fell by 24 % to NPR 1.16 billion 
(USD 10.15 million) in the first four 
months of the fiscal year compared 
to NPR 1.55 billion (USD 13.56 
million) during the same review 
period of previous fiscal year. The 
shipment of tea has been gradually 
decreasing every passing year, as it is 
difficult to convince the international 
traders without any proof. There is no 
regulating institution in the country 
to provide organic certification.89 

Supplies from China falls as 
Nepal seals Rasuwagadhi border 
point: The supplies from northern 
border came to a complete halt 
after the trading point from China, 
in Rasuwagadhi, closed to prevent 
Coronavirus for 15 days starting 
from January 29.90 The security and 
immigration authorities from Nepal 

and China decided to seal the border 
in a bid to strengthen vigil amid 
Coronavirus outbreak. However, the 
National Consumer Forum claims 
that the Nepal-China border point is 
closed every year during the Chinese 
New Year celebration. 

The fear of Coronavirus emanating 
from China has also caused the prices 
of dry Chinese garlic double within two 
weeks in the Nepali market as supplies 
from China has come to a complete 
pause. According to the retail price 
list of Kalimati Fruits and Vegetables 
Market Development Board, dry 
Chinese garlic was traded at NPR 245 
(USD 2.14) per kilo until January 20 
and it reached a record of NPR 645 
(USD 5.64) per kilo on January 30.91 

Inauguration of Biratnagar integrated 
check post: The Biratnagar-Jogbani 
transit point, which aims to simplify 
trade and movement of people 
between Nepal and India, commenced 
formal operation from January 21.92 
The facility, which is the second 
integrated check post on the Nepal-
India border was jointly inaugurated 
by Prime Minister KP Sharma Oli 
and his Indian Counterpart Narendra 
Modi through a video conference on 
the same day. The integrated check 
post constructed with a NPR 2.8 
billion (USD 24.5 million) Indian 
grant accommodates quarantine 
and lab facilities, which is expected 
to reduce hassles for Nepali traders 
by eliminating the need to travel to 
Kolkata to get their products tested. 
The Indian government will hand over 
the check post to Nepal Intermodal 
Transport Development Board, which 
is planning to assign Trans Nepal for 
operating the facility.93
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OUTLOOK“
Currently, neither has the government been able to spend the capital budget nor is the private sector investing as expected. This 
has reflected on the declining trend in imports. On the other side, Nepal’s export value to GDP ratio reached 1.1%, markedly 
lower than the target of 4% set for 2020. The major reasons for the weak performance include a lack of raw materials, skilled 
human resource and required infrastructure like processing centres, lab testing and storage facilities. Moreover, a slowing 
Indian economy could further hurt Nepal’s exports, as the southern neighbour remains the largest buyer of Nepali goods.  

Tariff exemptions on Nepali goods to India under the South Asian Free Trade Area agreement gives domestic traders an 
incredible advantage. However, this has also made Nepali exporters depend on India for most of its sales. For instance, the 
ban on import of refined palm oil by India can possibly collapse its industry in Nepal; affecting the overall export scenario of 
the country. Nepal should not depend highly on one country for any product. In a time of a crisis like this, Nepal should prepare 
itself to switch to other alternatives. Furthermore, Nepal needs to promote domestic products and services over products like 
palm oil, which is not produced in the country.
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AGRICULTUREFOREIGN AIDFOREIGN AID

Numerous agreements have been reached during the review period to promote foreign 

investment and scale up the development assistance for Nepal. The amendment to the 

procedure in receiving and distributing grants have been conducted to ensure transparency 

and commitment to carry out funded projects effectively.  

National Planning Commission to 
provide special grants: The National 
Planning Commission (NPC) has 
decided to dole out special grants to 
654 projects for the ongoing fiscal 
year. Within the 654 projects, it has 
segregated projects and programmes 
for the provincial and local level 
governments as per their demands 
and requirements. The federal 
government will provide special 
grants for any projects or programmes 
for educational development, basic 
health services, sanitation, water 
supply, equitable economic and social 
development and uplifting groups 
and communities. For these projects, 
provinces had requested special 
grants worth NPR 22.56 billion 
(USD197.37 million) from the 
federal government but were allocated 
only NPR 4.60 billion (USD 40.24 
million). Similarly, against the request 
of NPR 12.50 billion to the federal 
government by local levels, only NPR 
4.83 billion (USD 42.25 million) has 
been allocated. NPC has finalised 
50 projects for seven provincial 
governments and 604 projects for 
local levels. Likewise, out of the 
total 753 local level bodies, 149 were 
tagged ineligible for the special grants 
because of their inability to fulfil the 
criteria.94 

Provincial and local governments 
to accept foreign aid after centre’s 
approval: Although the move into 

federalisation was expected to bring 
in decentralisation, the federal 
government has directed provincial 
and local governments to take 
foreign aid only after taking the 
approval of the central government. 
In this regards, according to the new 
standard on foreign aid mobilisation 
brought in by the Cabinet, provincial 
and local governments can hold initial 
discussions with donors for potential 
funding of projects and programmes, 
but they are barred from signing 
aid agreements without federal 
government’s approval.95 After the 
signing by the federal government, 
the aid will be mobilised through 
the federal government’s budgetary 
system to provincial and local levels 
in the form of conditional grants. 
This move is a reminder that only the 
centre has constitutional authority in 
these matters, and has been deemed 
necessary because of the growing 
interest of donors to engage directly 
with sub-national governments.96  

Grant assistance under the MCC 
in indecisive state: Millennium 
Challenge Corporation (MCC) is 
an independent bilateral foreign aid 
agency, which was approved by the 
US Congress in 2004 and was formed 
to reduce poverty through economic 
growth. Since the inception of MCC, 
it has approved 37 compacts worth 
USD 13 billion for 29 countries as of 
2019. In this regards, Nepal was the 

first country in South Asia to qualify 
for the compact in September 2017, 
following which it received USD 
500 million in grants and Nepal 
put in NPR 1.48 billion (USD 130 
million) for projects prioritising 
energy and roadways. As per the 
deal, the amount will be spent on 
400 KV transmission line running 
400 kilometres on the Lapsiphedi-
Galchhi-Damauli-Sunawal power 
corridor. Similarly, it will also be used 
to set up three substations which will 
connect cross-border transmission 
line with India; and some NPR 1.48 
billion (USD 130 million) will be 
spent for the maintenance of 300 
kilometres of roads on the East-
West Highway. However, criticism 
against this agreement with MCC has 
propped up recently because a section 
of the Nepal Communist Party had 
been lobbying to not prioritise the 
compact for ratification, while Prime 
Minister claims that the compact will 
be ratified. Besides, the confusion 
regarding MCC being a crucial part 
of the Indo-Pacific Strategy and 
Nepal’s stance on it also complicates 
the issue.97  

India’s aid in the form of conditional 
grants: India has long stood by its 
“Neighbourhood first policy”, under 
which aid has been disbursed for the 
Small Development Project Schemes 
(SDPC). Under the SDPC, India 
has been providing up to NPR 50 
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million (USD 437.44 thousand) 
to implement small infrastructure 
projects through local governments. 
However, on 23 December 2019, the 
Cabinet of Nepal approved ways to 
implement projects financed under 
this scheme. Following this, direct 
funding to the projects through 
local governments from the Indian 
Embassy in Kathmandu will no 
longer be permitted. Now, the 
government will disburse the aid 
to the local governments in Nepal 
only after channelling resources to 
the national budget. The Indian 
grants will be brought under the 
national budgetary system and only 
after that, it will be provided to local 
governments as conditional grants. 
This move is expected to ensure 
transparency on the inflow of aid 
as earlier the officials claimed that 
there was no database on how much 
money had been spent on the scheme 
due to direct funding.98 

Subsidised loans to generate energy 
from waste: The Abu Dhabi Fund 
for Development (ADFD) during 
the International Renewable Energy 
Agency (IRENA), United Arab 
Emirates (UAE), has decided to grant 
NPR 1.14 billion (USD 10 million) 
to Nepal in the form of subsidised 

loan for electricity generation from 
urban waste. The Nepali Minister 
for Energy, Water Resource and 
Irrigation, Barshaman Pun, accepted 
the assistance and assured that the 
amount would be used to operate 
big biogas projects in 69 different 
municipalities through which organic 
waste will be produced. The organic 
waste will then be converted into 
useful energy, which will reduce 
the use of fossil fuels by replacing it 
with renewable natural gas. The fund 
has supported long-term growth 
prospects in Nepal.99 

Asian Infrastructure Investment 
Bank (AIIB) to provide loans for 
rural electrification project: The 
Distribution System Upgrade and 
Expansion Project is AIIB’s first 
sovereign-backed financing project 
in Nepal. The AIIB, under this, has 
approved NPR 12.83 billion (USD 
112.3 million) loans to Nepal in 
order to enhance access and improve 
the quality as well as the efficiency 
of electricity supply in Province 5 
and Karnali Province.  The loan is 
intended to help provide access to 
grid electricity in the aforementioned 
provinces as there is a large disparity 
on regional electricity access in rural 
areas. These areas require substantial 

investments in distribution networks.  
Similarly, the fund is also expected 
to encourage further infrastructure 
investments in the country and drive 
its economic growth.100  

Asian Development Bank (ADB) to 
fund four new projects in Nepal: 
The government of Nepal and the 
ADB has signed NPR 40.91 billion 
(USD 358 million) loans for four 
new projects in Nepal. Out of this 
amount, a loan of USD 195 million 
is to be spent on improvement of 
highway section between Pokhara and 
Mugling; NPR 7.20 billion (USD 
63 million) for additional financing 
to improve flood management and 
river health in Bagmati River Basin; 
NPR 5.71 billion (USD 50 million) 
to improve the livelihoods and 
increase incomes of small farmers in 
Nepal; and NPR 5.71 billion (USD 
50 million) policy-based loan to 
support the government’s reforms in 
agriculture and food safety. Through 
this commitment, the ADB has 
supported key sectors of the economy, 
including infrastructure, agriculture 
and rural finance. This support will 
help the government of Nepal to 
plan a more inclusive sustainable 
development of the country, and help 
improve the livelihoods of Nepalis.101

OUTLOOK“
Foreign aid is crucial for the economic and social development of the country and its citizens. Given this, Nepal has 
significantly tapped the opportunities of the foreign lending space by making changes in the policies to ensure transparency 
and increased commitments as well as empowerment from the local levels during the review period. Funding from India, 
UAE, ADB, AIIB and others have remained intact and have been visible in this review period as well. This demonstrates 
the continuation of foreign aid commitments, but in different forms and different motives. All of this serves as an integral 
part of Nepal’s economy. Keeping this in mind, further efforts towards proper implementation of the aid commitments and 
policy reforms are required to widen the foreign aid sector. 
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REMITTANCEREMITTANCE

During the review period, the foreign employment sector has witnessed some positive changes 

that will contribute to the overall growth of the sector. The remittance amounts had decreased 

in the first quarter of the FY 2019/20 due to the reduced number of labourers going abroad. To 

address this issue, steps such as multi-agency collaboration, the inclusion of all formal and 

informal workers in the foreign employment sector, a new module to prevent fraudulent activities 

and intensified monitoring of commitments made by the Department of Foreign Employment 

(DoFE) have taken place. Such efforts are expected to revive this sector and bring in some 

relief in the form of increased remittance, which is much needed for our economy.

New Labour Minister vows to bring 
all workers within social security 
scheme: After the recent reshuffle 
in the Cabinet, the new government-
appointed Minister for Labour, 
Employment and Social Security, 
Rameshwor Raya Yadhav. The new 
Minister expressed his commitment to 
bring the entire formal and informal 
sector workers within the umbrella of 
the social security scheme/fund (SSF). 
He also requested all the stakeholders 
to ensure the smooth implementation 
of the social security scheme and 
further highlighted the need for both 
the government and private sector to 
work together in this regard. If such 
steps are taken, coupled with effective 
implementation and monitoring, 
then, the scheme will play a vital role 
in achieving the government’s goal of 
eradicating poverty by 2030. Yadav 
believes that the SSF will help uplift 
the overall labour sector rather than 
just the workers. For the formal sector 
firms, 10,477 employers and 115,606 
employees have been registered for 
the SSF so far, and altogether NPR 
181.32 million (USD 1.58 million) 
has been deposited in the fund.102 

Ban on Malaysia lowers labour 
demand and remittances: As per the 
report titled Current Macroeconomic 
and Financial Situation of Nepal 
published by the Nepal Rastra Bank 
(NRB), the remittance inflow fell 
2.3% during the first four months 
of the FY 2019/20 in comparison to 
the corresponding period of the last 
FY 2018/19. Nepal received a total 
of NPR 304.97 billion (USD 2.66 
billion) in remittances against NPR 
312.26 billion (USD 2.73 billion) 
from the same period in the last fiscal 
year. The downfall of the remittances 
is quite surprising because the 
amounts fell even during the major 
festivals such as Dashain, Tihar and 
Chhath. Thus, such decreasing trends 
are concerning for the country. The 
NRB officials attribute the downfall 
to reasons such as a higher base figure, 
a fall in the number of outbound 
workers and lower global growth 
as predicted by the International 
Monetary Fund (IMF). However, 
executives of money transfer 
companies have a different view 
which points towards the government 
ban on workers visit to Malaysia, and 

reduction in the quota and demand 
for foreign workers in Saudi Arabia.103 

Surge in remittance, disincentive 
for remittance-earning households: 
A Kathmandu-based regional think 
tank, South Asia Watch on Trade, 
Environment and Economics 
(SAWTEE), has recently prepared 
a research report entitled ‘Can 
remittances support development 
in Nepal?’ The research paper 
underscored that higher remittance 
has led to Nepali people becoming 
lazy, as people have cut down on their 
working hours, ultimately affecting 
labour supply (reduced labour supply) 
and revenue of non-farm enterprises, 
i.e. lower revenues for household 
businesses. The report dissected the 
data of Nepal Living Standards Survey 
2010/11 and revealed that Nepalis 
who receive money from abroad 
work 2.4 hours less per week on 
average. This reduced labour supply 
indicates a jump in ‘reservation wage’, 
which is the lowest rate at which 
job seekers accept a job. Because the 
wage expectation of workers is usually 
higher than market offerings, those 
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who receive money from abroad 
choose to work less as the amount 
that they receive acts as a cushion. All 
of this has acted as a disincentive for 
workers in general.104 

Moreover, SAWTEE also revealed that 
as the living standard of Nepali people 
might have been getting better due 
to a surge in remittance, the nation 
might be falling ill because of reduced 
labour supply. While economically 
active Nepalis work 40 hours a week 
on average, the working hours of 
women from households that receive 
remittance has fallen by 1.6 hours a 
week on average in agricultural self-
employment and 3.4 hours a week on 
average in wage employment.105 

Department of Foreign Employment 
(DoFE) seeking support from other 
government agencies: DoFE is 

arranging to collaborate with other 
government agencies to fight against 
fraudulent activities and scams taking 
place in the foreign employment 
process. The need for such 
collaboration is the inability of DoFE 
to gather enough evidence against 
the perpetrators. The perpetrators are 
present in various channels and are 
keeping themselves safe, while leaving 
job-seekers stranded abroad, burdened 
with loans and often promising false 
jobs, salaries and facilities. However, 
the department is unable to collect 
substantial and direct evidence against 
the perpetrators, resulting in growing 
illicit activities and more complication 
in the process. Thus, to untangle this, 
a joint effort from different agencies 
is required. For this, DoFE has 
prepared a proposal for multi-agency 
collaboration and joint investigations 
with Nepal Police and Department 

of Immigration (DoI). The renewed 
efforts are expected to intensify 
monitoring and investigations into 
grievances registered by migrant 
workers and their families.106  

Online application portal for migrant 
workers: DoFE has introduced and 
started a new online application system 
which allows aspiring migrant workers 
to seek foreign job opportunities of 
their choice, and then apply as per 
their preferences without having 
to reach out to recruiting agencies 
immediately. This move is aimed to 
protect Nepali migrant workers from 
possible exploitation and regulate the 
hiring of workers.107  

The new module will begin with 
providing pre-approval of workers’ 
demand letters. The online attestation 
of the pre-permission of workers’ 

Figure 9 Remittances growth (year-on-year) in the first four months of the fiscal year (in NPR billion)

Source: Current Macroeconomic and Financial Update, Mid-Sept 2019, NRB
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demand is conducted through 
an integrated online platform, 
Foreign Employment Information 
Management System. Such an 
arrangement of getting the pre-
approval demand letters online 
assures that the process is made 
hassle-free for both employers and 
recruiting agencies. After this step, 
the jobs will be posted online where 
a worker can search and apply. After 
posting the jobs online, the recruiting 
agencies will provide 15 days for 
the workers’ selection process; after 
the selected workers’ list is out, the 
agencies call them for an interview on 
a pre-scheduled date. The government 
believes that this new application 
module is the start of a completely 
new workers’ selection module for 
foreign employment, and a way to cut 
down illegal activities in the foreign 
employment sector.

Recruiting agencies forcing 
labourers to take coronavirus 
test: There have been repeated 
cases where overseas employment 
companies are demanding labourers 
to undergo a coronavirus test in 
order to receive a visa. The labourers 
who find it expensive to visit a 
private clinic have even gone to 
the Teku hospital (a government 
hospital) for the check-up as they 
thought it would be cheaper and 
more reliable. But they are not sure 
if the manpower company will send 
them abroad without the report 
from a private clinic. According to 
the doctors at the Teku hospital, 
although no travel bans have been 
imposed by Nepal, many manpower 
companies, consultancies and 
private laboratories have been 
mandatorily asking labourers to 
get them checked and tested in a 

private lab as a precondition to 
going abroad. The private labs do 
not have the capacity to carry out 
the coronavirus test, but they are 
charging NPR 25,000 (USD 218.72) 
for such tests. The spokesperson 
of the Ministry of Health and 
Population (MoHP) is of the view 
that some people are trying to take 
undue advantage in a situation of a 
serious outbreak by forcing people 
to pay an exorbitant amount. 
MoHP, Department of Foreign 
Employment (DoFE) and Nepal 
Association of Foreign Employment 
Agencies (NAFEA) have all said that 
neither the government of Nepal 
nor those abroad have requested 
anyone to take any kinds of test 
before applying for a visa, and thus, 
serious actions will be taken against 
any company forcing migrants to 
undergo such tests.108

OUTLOOK“
The fall in remittance amounts during the first quarter of the FY 2019/20 is a matter of concern for all the concerned departments 
and the country as a whole. Similarly, illicit activities in the foreign employment sector and cases of preventing migrant workers 
from going abroad to take undue financial advantage have been prevalent. All of these act as bottlenecks in the foreign employment 
sector and challenge the progress of the economy. Thus, during the review period, these issues have been taken as alarm bells 
for Nepal, which is heavily dependent on remittances. Accordingly, renewed efforts in favour of migrant workers and to keep the 
sector afloat have provided much-needed relief and assurance to migrant workers. Continued efforts like these can help in creating 
an enabling environment in the sector for both the workers and the countries involved. 
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At the end of the second quarter (mid-January) of the fiscal year 2019/20, net profit of 

commercial banks increased by 10.7% as compared to a whopping growth of 30.1% 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 six 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 6.2% 
in the review period. Of the total 
deposits at BFIs, the share of demand 
deposits, saving and fixed deposits 
stands at 8.5%, 31.9% and 49.2% 
respectively while their share was 
8.6%, 33.3% and 47.9% a year ago. 
In terms of institutional deposits, the 
share of such deposit stands at 45.1% 
in the total deposits compared to 
45.1% in mid-January 2019. 

Likewise, credit extended to the private 
sector by BFIs increased by 8.6% in 
the review period as compared to an 
increase of 12.7% in the previous 
fiscal year. Of the total outstanding 
credit to BFIs, 64.9% is against the 
collateral of land and building and 
13.5% is 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 

8.0% and trust receipt (import) 
loan extended by commercial banks 
increased by 2.4% during the review 
period. Similarly, term loan increased 
by 15.8%, hire purchase loan 
increased by 1.1% and overdraft loan 
increased by 5.4%. 

Liquidity Management
In the review period, the NRB 
mopped up NPR 58 billion (USD 
507.4 million) liquidity through open 
market operations compared to NPR 
100.35 billion (USD 878 million) 
in the corresponding period of the 
previous year.

NRB injected net liquidity of NPR 
92.07 billion (USD 805.5 million) 
through the net purchase of USD 1.70 
billion from foreign exchange market 
(commercial banks). Similarly, NRB 
also purchased Indian currency (INR) 
equivalent to NPR 227.28 billion 
(USD 2 billion) through the sale of 
USD 2 billion in the review period.

Foreign Exchange Reserves 
and Adequacy
The gross foreign reserves stood at 
NPR 1095.98 billion (USD 9.6 
billion) at mid-January 2020 as 
compared to NPR 1,058.20 billion 
(USD 9.3 billion) at the end of mid-
January 2019. Out of the total foreign 
exchanges, reserves held by the NRB 
increased to NPR 947.38 billion 
(USD 8.3 billion) at mid-January 
2020 from NPR 919.57 billion (USD 

8 billion) at mid-January 2020. The 
share of INR in total reserves stood at 
22.8%.

Based on imports of the first six 
months of the FY 2019/20, the 
foreign exchange holdings of the 
banking sector are sufficient to cover 
the prospective merchandise for 9.6 
months, and merchandise and service 
imports for 8.4 months. The ratio of 
reserve-to-GDP, reserve-to-imports 
and reserve-to-M2 stood at 31.6%, 
70.2% and 29.1% respectively as at 
mid-January 2020.

Interest Rates
The weighted average 91-day Treasury 
bill rate increased to 3.17% in the 
sixth months of 2019/20 from 0.86% 
a year ago. Likewise, the weighted 
average inter-bank transaction rate 
among commercial banks, which was 
2.84% a year ago, decreased to 1.76% 
in the review month. The weighted 
average base rate of commercial 
banks decreased to 9.45% in the 
review month from 9.80% a year 
ago while weighted average deposit 
rate and lending rate of commercial 
banks stood at 6.79% and 11.94% 
respectively. 

Balance of Payment (BOP)
In terms of BOP, the current account 
fell into a deficit of NPR 84.71 
billion (USD 741.1 million) in the 
review period. The deficit was NPR 
152.16 billion (USD 1.3 billion) in 
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the same period of the previous fiscal 
year. The overall BOP remained at a 
surplus of NPR 26.65 billion (USD 
233.2 million) in the review period as 
compared to the deficit of NPR 63.68 
billion (USD 557.1 million) last year 
in the same review period.

Second Quarter Performance 
Analysis of Commercial Banks
As per the unaudited second quarter 
financial results of commercial banks 
for the six months of FY 2019/20, 
as shown in Table 2, the operating 
profit of commercial banks grew by 
8.1% while the net profit increased by 
10.7% compared to the corresponding 
figure of the previous fiscal year. 

Rastriya Banijya Bank was able to 
post the highest net profit of NPR 
2.21 billion (USD 19.3 million) 
followed by Nabil Bank NPR 2.04 
billion (USD 17.8 million), NIC Asia 
Bank NPR 2.02 billion (USD 17.7 
million) and Himalayan Bank NPR 
1.74 billion (USD 15.2 million) at 
the end of this quarter. Likewise, at 
the end of the second quarter, the 
average Non-Performing Loan (NPL) 
of banks had stood at 1.6% and the 
average cost of funds of commercial 
banks stood at 6.9% during the review 
period. Similarly, the average base rate 
stood at 9.5% during the end of this 
quarter, the highest being 11% of 
Civil Bank and the lowest being 6.6% 
of Rastriya Banijya Bank.

Key Developments 
Global IME and Janata Bank merge
Global IME Bank and Janata Bank 
merged and started their integrated 
transactions on 6 December 2019, 
becoming the country’s largest 

commercial bank. The merger 
came five months after they signed 
a memorandum of understanding 
(MOU) to merge. The merged bank 
is running under the new name of 
Global IME Bank and is carrying 
the logo of the Former-Global IME 
Bank. Global IME now has more 
than 300 branches, 295 ATMs and 
33 extension counters across the 
country. The merger has also reduced 
the number of commercial banks in 
Nepal to 27 from 28.109  

NRB to crackdown on ‘illegal’ social 
media ad payments 
Nepal Rastra Bank (NRB) 
announced that it would take actions 
against international payments for 
advertisement on social media sites 
like Facebook, Twitter and YouTube. 
In their notice, they mentioned that 
such payments will be deemed as 
illegal and will be subjective to actions 
under the foreign currency-related 
offences. However, those who want to 
advertise through such channels can 
do so by taking permission from the 
central bank using official banking 
channel. 

This decision of the central bank 
came amidst the growing volume 
of advertisements in social media. 
Social media advertisements, along 
with other online methods of 
advertisement, had been gaining 
popularity amongst individuals and 
companies in recent times due to their 
effectiveness. However, the decision 
will not only affect those who advertise 
through social media, but also those 
who earn through sites like YouTube, 
as now they will have to do so through 
formal banking channels.110  

NRB circular regarding priority 
sectors
NRB in its circular mentioned various 
amendments with regards to the loans 
that could be dispersed in the priority 
sector. As per the circular, number 
17 of directive 17/076 had been 
amended.

BFIs of Class ‘A’, ‘B’ and ‘C’ must have 
25%, 15% and 10% loans (out of 
their total loans) in the priority sector. 
Class ‘A’ commercial banks must have 
10% loans (out of their total loans) 
in agriculture and 15% loans (out of 
their loans) in other priority sectors. 
However, if commercial banks are 
participating in mergers and will be 
conducting joint transactions within 
Ashadh 2077, the banks can have 
their loans in such proportions by the 
end of Ashadh 2078. 

The priority sectors include sectors 
like agriculture, hydro-electricity/
energy, tourism and export-based 
industries, small and medium 
enterprises, medicine production, 
cement, and garment. The circular 
had also further clarified the ‘small 
and medium enterprises (SMEs)’ 
which was a new addition. Small 
and medium enterprises are small 
enterprises having NPR 100 million 
(USD 874,891) of fixed capital and 
medium enterprises having NPR 
100 million (USD 874,891) to 
NPR 250 million (USD 2.2 million) 
of fixed capital, as per schedule 
2 of the industrial enterprise act, 
2073. However, the circulation also 
mentions that the SMEs cannot 
be kept overlapping agriculture, 
hydro-electricity/energy and tourism 
sectors.
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OUTLOOK“
As NRB’s circular updated provisions regarding the priority sectors, there are further clarifications with regards to the priority 
sectors. Including SMEs in the list of priority sector is a positive step that will act as an encouragement for them. However, NRB’s 
step to crack down on social media ad payments might have a reverse-effect. While officials at NRB have mentioned that the 
step has been taken to formalise the payments for social media and online advertisement, a lot of SMEs who are accustomed to 
the current format might feel otherwise. Though officials claim that there would be no big changes and the step is only to ensure 
that the payments are made through the banking channel, there is no guarantee that this step might not have a reverse-action.

In the review period, Global IME Bank and Janata Bank merged, which was the first big merger in the banking sector. With this, 
Global IME has now become the biggest commercial bank. The step is a positive one as this will increase the bank’s capacity, 
strengthen their capital, strengthen their lending capacity, and increase their ability to withstand interest rate sensitivity. Along 
with this, the merger will also encourage other commercial banks to opt for mergers. On the other hand, the banking sector saw 
the net profit increase by 10.7% to NPR 32.8 billion (USD 287 million) in the review period. This show that banks have been 
earning sizeable profits which have also been growing with time. However, banks have often been criticised for not giving due 
priority to public interest and digital security issues. In the future, banks should also look into these areas. Along with this, they 
should also invest in raising the capacity of their management team, which has also been deemed important by many critics.
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Table 3: Key Indicators

 Nov 21st, 2019 Feb 11th , 2020 % Change

NEPSE Index 1,120.60 1,341.38 19.70%

Sub-Indices 1167.42 1097.95 -5.95%

Commercial Bank 1,031.19 1,156.69 12.17%

Development Bank 1,535.61 1,836.67 19.61%

Hydropower 914.23 1017.67 11.31%

Finance 557.15 667.31 19.77%

Non-Life Insurance 4,061.59 6,063.40 49.29%

Others 636.16 694.56 9.18%

Hotels 1,755.88 1,945.12 10.78%

Microfinance 1,473.67 2,266.95 53.83%

Life Insurance 4,955.24 7,476.07 50.87%

Manufacturing & Processing 2,259.76 2,553.10 12.98%
Source: Nepal Stock Exchange (NEPSE)

The sole secondary benchmark index went up by a whopping 19.20% to close at 1341.38 
points during the review period—21 November 2019 to 11 February 2020.

Secondary Market:
During the review period, the Nepal 
Stock Exchange (NEPSE) index 
witnessed a surge of 19.20% to 
close at 1341.38 points. The total 
market capitalization had reached 
NPR 1,711.63 billion (USD 14.9 
billion) while the total floated market 
capitalization had reached to NPR 

624.83 billion (USD 5.46 billion).

As depicted in Table 3, all of the 
sub-indices landed in the green zone 
during the review period. The biggest 
gainer was Microfinance sub-index 
(+53.83%) followed by Life Insurance 
sub-index (+50.82%) and Non-Life 
Insurance sub-index (+49.29%). 

Likewise, the sub-indices representing 
Banks and Financial Institutions 
(BFIs) also showcased strong gain as 
Finance (+19.77%), Development 
banks (+19.61%) and Commercial 
bank (+12.17%) went up. Overall, 
the total market turnover during the 
period stood at NPR 49.85 billion 
(USD 436.1 million).

Figure 10: NEPSE Movement Index
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Primary Market:
In the public issue front, there was 
no public offering of any companies. 
Nonetheless, debentures of the 
following companies were issued 
during the review period 
• 10.35% Agriculture 

Development bank (ADBL) 
Debenture 2083

• 10.25% Sunrise Bank Debenture 
2083

• 10% Nepal SBI Bank Debenture 
2086

• 10.25% Kumari Bank Debenture 
2086

In the Pipeline-SEBON has added 
issuance of following securities in the 
pipeline;
• NMB Microfinance is going to 

issue 2,430,093 equity shares 
worth NPR 243 million. 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.

• Reliance Life Insurance Limited 
(RLIL) is issuing 6,300,000 equity 
shares worth NPR 630 million 
(USD 5.5 million). Sanima 
Capital has been appointed as its 
issue manager. ICRA Nepal has 
assigned [ICRANP] IPO Grade 
4 rating to the issue, indicating 
below average fundamentals

• Sadhana Microfinance is going 
to issue initial public offering 
of 6.30 lakh units. Global IME 
Capital has been appointed as the 
issue manager. 

• Madhya Bhotekoshi Hydropower 
is issuing public shares worth 
NPR 1.5 billion (USD 13.12 
billion), with Global IME 
Capital as its issue manager.

• Bindhabasini Hydropower is 
issuing public shares worth 
NPR 250 million (2.1 million) 
with Sanima Capital as its issue 
manager

• NIC Asia Microfinance is also 
issuing pubic shares worth NPR 
475 million (USD 4.1 million), 
which is the largest primary 
offering by any microfinance 
company yet.

Key Developments
SEBON gets a new chairperson: 
Mr Bhisma Raj Dhungana has been 
appointed as a new Chairperson of 
Securities Board of Nepal (SEBON), 
the apex regulatory body of capital 
markets in Nepal. Earlier Mr 
Dhungana was with Nepal Rastra 
Bank as an Executive Director, and 
now he will serve as the chairperson at 
SEBON for the next four years.

SEBON amends four key 
regulations: SEBON has amended 

four key regulations namely Merchant 
Bankers Regulation, Mutual Fund 
Regulation, Securities Business-
Broker, Businessman & Market 
Maker Regulation, and Securities 
Registration and Distribution 
Regulation.

As per the new amendments, 
subsidiary companies of the 
commercial banks can now perform 
as stockbrokers while stockbrokers 
will be allowed to provide margin 
loans as well. Likewise, now onwards 
the Securities Business’s will have to 
maintain a minimum capital of NPR 
200 million (USD 1.7 million). The 
new amendment has also created 
provision for implementation of the 
book building system during the 
initial public offering of the securities. 
Also, the duration of public offering 
has been decreased to 15 days from 
the existing 30 days. Likewise, listed 
companies will now be allowed to 
float bonds/debentures in foreign 
capital markets in foreign currency. 

Nepal’s first Stock dealer company 
established: Citizen Investment 
Trust has established Nepal’s first 
stock dealer company-Nagarik Stock 
Dealer. The paid-up capital of the 
company is NPR 5 billion (USD 43.7 
million) out of which 30% will be 
issued to the general public.

OUTLOOK“
The much-awaited amendments in four key regulations under SEBON is a welcome step towards further development and 
strengthening of the capital market.  The much-awaited licensing to allow commercial banks to operate stockbroking business 
is in place, which is expected to boost stockbroking services to every nook and corner of the country. Likewise, the provision of 
margin lending by stockbrokers is expected to boost investors’ confidence and liquidity in the market further. Additionally, allowing 
book-building practice during initial public offering is expected to attract real sector and growth-oriented companies into the capital 
market, as the existing market is dominated by securities of banks and financial institutions largely due to mandatory listing 
requirement. Likewise, the amendment in the mutual fund regulation has open doors to insurance companies and other non-bank 
financial institutions such as Citizen Investment Trust, Employee Provident Fund to operate mutual funds. Further, provisions for 
the promotion of ‘open ended’ mutual fund is expected to enhance the market of such funds and further deepen the market. Also, 
the establishment of a new stock dealer company is expected to provide much-needed price stability and liquidity in the market.
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OUTLOOK“
As the market volume continue to rise in the secondary market due to strong bullish sentiment, the primary market which has 
been slightly passive for the past few months can expect to see new issuances soon offering new investment opportunities in 
the primary market. 

Moreover, the investors’ confidence picked-up during the review period which took momentum from early December last year. 
Signs of ease of liquidity in the banking system along with attractive underpriced securities triggered buying in the secondary 
market.  Further, the ease in margin lending from banks along with provision for margin lending from stockbrokers has boosted 
the market. Strong volume along with investor’s optimism is likely to boost market upwards in the coming days along with few 
corrections on the way.
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WHAT REALLY IS CIRCULAR ECONOMY?

Bhushan Tuladhar, Environmental Expert
A circular economy is when our economic systems, 
powered by renewable energy, are designed to have 
resources travel in a circular path.

Maarten Nijhof, General Manager, Biocomp Nepal
A circular economy is a positive concept wherewith 
the adoption of conscious designing and packaging, 
viable products can be produced without harming the 
environment. 

Sunil Chitrakar, CEO, Mahaguthi-Craft with Conscience
A circular economy is about identifying resources which 
are sustainable and adding value to the products used 
by the consumers. Its proper implementation requires 
collaboration between all actors and stakeholders 
involved in the process.

Nitesh Sharma, Founder, Dhaasoo
Circular economy stresses upon the importance of 
prolonging the life of a product through processes of 
upcycling and refurbishing, thereby pushing the entire 
economy towards the lines of sustainability.

Arnico Panday, Advisory Board Member, Nepal 
Economic Forum
A circular economy is much more than a circle and 
entails a lot of complexities as well as components within 
it. The key would be to bring in discourses around 
different components such as energy and water and to 
identify the government actors who can take it forward 
in a responsible manner.

Narayan Prasad Chaulagain, Senior Energy Expert, GIZ
A circular movement can be explored if the 3Rs, i.e. 
reduce, reuse and recycle is implemented. 

Claudia Hiepe, Deputy Chief of Mission, Embassy of the 
Federal Republic of Germany
A circular economy is all about decoupling economic 
growth from unsustainable use of resources along 
with reducing greenhouse gases and carbon emissions. 
Familiarising children with the concept of a circular 
economy is important as it makes them more passionate 
about following circular practices.

Rikesh Gurung, Founder and Managing Director, Green 
Road Bhutan
Waste management plays an important role in the circular 
economic value chain.  To help foster circular economy, 
more incentives should be provided to the public to 
ensure that they reduce, reuse, refurbish and repair their 
waste materials.

Taylor Smythe, Founder and CEO, Clean City
There is a lot of room for progress towards the circular 
economy if people are open to small behavioural changes.

Tyler McMahon, Co-Founder and International Advisor, 
SmartPaani
One of the most integral components of a circular 
economy is water. The government has a huge opportunity 
to contribute to the circular economy by working with 
the private sector and coming up with innovative ways to 
treat wastewater.

Sanjeevani Yonzon Shrestha, Director, Wildlife 
Conservation Nepal
A circular economy is a fundamental shift away from 
the linear economy model to natural resources and 
the concept of giving back to nature. For a circular 
economy to work widely across the country, it has to be 
communicated in a very basic way that is understandable 
by all as a new means of living.

Even though the term circular economy emerged in 1992 and has been making a lot of buzz 

globally, it is often difficult to give its concrete definition in a go. The reason is its wide coverage 

on the environmental and sustainable development issues, as well as the varied perspectives 

and angles from which it can be looked at. Here are few insights we uncovered from the 

interactions we have had as part of the Himalayan Circular Economy Forum.
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Shail Shrestha, Director, Sustainability School, Digo 
Bikas Institute
There is a need to align systematic transformation and 
government policies to overcome the drawbacks of the 
current linear economy model, and thereby move towards 
a circular economy. A more participatory and inclusive 
approach wherein civil societies, private sector, and all 
other stakeholders are given space in the discussions 
regarding policy formulations and future plans of the 
government is important as this systematic transformation 
takes place.

Suman Basnet, Renewable Energy and Management 
Professional;
Renewable energy is one of the major components of a 
circular economy. Nepal has been promoting circularity 
for the last 40 years in the renewable energy sector by 
decoupling consumption from finite resources and 
channelling it towards renewable resources.

Karma Yonten, Founder and CEO, Greener Way Bhutan
Attaining circularity is doable through a participatory 
approach and integrated cross-boundary business; it is 
just a matter of being willing to put the Himalayan range 
at a bigger and better situation as we have wanted. 
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CIRCULAR ECONOMY IN NEPAL

SADIKCHYA SINGH
COORDINATOR, HIMALAYAN CIRCULAR ECONOMY FORUM

The entire globe today lives in an extreme setting. There is 
an all-time high global carbon emissions, higher frequency 
of extreme events like droughts and storms, rapid 
urbanisation, striking mass extinction, surging resource 
challenges in terms of both demand and extraction, and 
unimaginable pollution levels - 8.3 billion tons of plastic 
waste (roughly one ton for every living person) and one-
fifth of humanity breathing air that does not meet the 
standards. These tremendous frailties have led scientists 
even to offer a scientific theory that the Earth has entered 
a new geologic era called Anthropocene brought on by 
human activity. 

If we boil this grim outlook to our region and nation, sadly 
it does not get better. We see that the Himalayas are set to 
lose more than a third of its ice by the end of the century, 
even if we adhere to the Paris agreement. Last year, Nepal 
was ranked as having the worst air quality among 180 
countries and its solid waste problem is hugely conspicuous 
with Kathmandu valley alone producing 2.7 tons of daily 
plastic waste. 

Amidst this chaos, we have the circular economy, an 
approach of striking out the term ‘waste’; finding value 
in everything and refuelling the economy with a loop. 
The transition towards a circular economy is estimated to 
represent a USD 4.5 trillion global growth opportunity by 
2030, halving the annual oil and gas demand in 20 years, 
increasing future resource security, creating regional jobs 
and reducing greenhouse gases. For Nepal, this translates 
to a golden opportunity to capture the benefits of its 
demographic dividend, invest on its young people and 
the burgeoning sustainable business enterprises, and rise 
again as a champion in fighting for the Himalayas. As the 
country undergoes a political and economic transition, it 

only makes sense for it to learn from the mistakes made by 
other countries and build its foundation on a stable and 
sustainable anchor.  

Even as we point these benefits, it seems we still have not 
been able to internalise or embed the concept successfully. 
Maybe because of this, the world is only 9% circular 
and the trend is negative. We are yet to fully tap into 
the opportunity of turning waste into wealth, and look 
at our daily lives, businesses, industrial systems or the 
development and economic structure from a circular 
perspective. For Nepal, the biggest challenge has been the 
lack of infrastructure to address the waste management 
issue. Along with this, Nepal also lacks necessary policies, 
technical expertise, government interventions sustainable 
practices that align with consumer needs, and also the idea 
of extended producer responsibility, which is a producer or 
manufacturers for treatment and disposal of post-consumer 
products.

As dark as the present and future may seem, there is hope 
we have because of our culture that has engraved circular 
economy practices for long, be it with rainwater harvesting 
or with ponds that recharge our water systems. There is also 
a hope we can see with the multiple start-ups and business 
enterprises that have been valuing what would otherwise 
be discarded and infusing circularity in their practices. 
There are also big companies like Total Corbion offering 
sustainable and environmentally friendly biodegradable 
and compostable solutions for packaging industries in 
Nepal, India, and Bangladesh markets.

With Himalayan Circular Economy Forum (HiCEF), 
NEF has been initiating a much-needed discourse on 
the circular economy by exploring the concept with 
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concerned stakeholder and bringing key issues for public 
discourse. During the six months of the project, there 
were three different discourses but hundreds of lessons and 
takeaways. There was an inspiration taken from Bhutan 
that has circular economy aligning with its national 
policies. The concept of Gross National Happiness that 
intricately links culture, socio-economic development 
and environment. 

The question now is that amid all of the challenges and 
hopes, how do we translate the circular economy in the 
context of Nepal, which is growing economically but also 
facing a new dimension of waste problems and a resource-

intensive lifestyle? The future cannot be foreseen but what 
can be a good predictor is our present actions. Along with 
HiCEF discussions, we had a chance to see how people 
view the concept of circular economy. Some pessimists 
who think that the future is doom and gloom; it is just 
a fancy term and it nothing will happen if Nepal or the 
region take steps. Then, some optimists who expect things 
to happen from environmentalists. Lastly, there are realists 
who try hard every day, one-step at a time to make small 
differences that add up in time. Amidst the large questions 
and issues, there stands a small and simple step of choosing 
to become a realist who contributes to the environment in 
his/her own little ways.
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REDEFINING WHAT DEVELOPMENT MEANS 

SNEHA PANDEY
PROGRAM OFFICER, CLEAN ENERGY NEPAL

For much of human history, we have employed the 
take-make-waste model for economic growth. However, 
given the increasing global population and the growing 
per capita consumption rates, this form of development 
cannot be sustained any longer. Destructive resource 
extraction, goods production, and waste disposal practices 
have contributed to some of the biggest environmental 
problems of our time, including climate change, ozone 
depletion, land, water and air pollution, biodiversity loss 
and ecosystem collapse. 

Unrestrained consumption is highest among the 
wealthier population; however, its negative impacts 
are almost always the most concentrated in poor 
communities. This paradox is seen in markets all around 
the world—from private ones in the neoliberal USA to 
state-owned ones in communist China. Resources are 
extracted, and waste disposed in poor neighbourhoods 
where people do not have the financial means or political 
reach to fight back. Meanwhile, the produced goods and 
services mostly benefit the rich. We know this to be true 
even in Kathmandu: Waste, most of which originates in 
wealthier neighbourhoods, is disposed along riverbanks 
or outside city limits, where poor, transient communities 
live. 

Additionally, problems like air pollution and climate 
change may seem less discriminating at first glance but 
are really not. Nepal, for example, consistently ranks as 
one of the most vulnerable countries to climate change 
not only because of its climate-sensitive topography but 
also because of its high poverty rates, which increases both 
dependency and exposure to the natural environment and 
limits capacity for adaptation.  Even within Nepal, rural 
agrarian societies are much more likely to be affected than 
urban city dwellers. 

Traditional linear models of extraction, production and 
disposal, therefore, do not only impact the environment 
but also harm socio-economically disenfranchised people. 
To break this, what we need now is a new development 
model that benefits both the environment and the poor 
while strengthening the economy. In this context, the newly 
emerging concept of the circular economy gives us hope. 

A circular economy aims to bring about socio-environmental 
benefits by creating a production system that prolongs 
products and materials use, decreases waste and pollution as 
much as possible and ensures that any generated waste can 
be reintegrated back into the natural environment quickly. 
In order to do so, products are designed for easy disassembly 
and reuse. Products designed through this circular outlook 
are also made of materials that can disintegrate fast and 
without any impact on human health or the environment. 
Today’s exponentially increasing collective knowledge and 
technologies in various fields helps us meet these goals that 
once seemed impossible.

Through recycling, reusing and upcycling, a circular 
industry reduces the extraction of virgin resources and the 
waste that it produces. In order to reduce its transportation 
miles, the raw materials that it uses may also be locally 
sourced. This form of development does not only reduce 
negative impacts on the poor but can, in fact, benefit them 
by creating new jobs and uplifting old ones.

For example, industries can offer new jobs by sourcing raw 
materials locally or by employing people to disassemble 
various end products. Or they can work with the already 
existing informal network of people who work to collect 
and segregate waste. While doing so, this movement 
also has the potential to increase the social standing and 
working conditions of people who work with waste. 
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A business model like this has the potential to provide 
environmental and social safeguards while feeding its 
own bottom line. Studies find that granting people 
their fundamental rights promotes mental and physical 
wellbeing, which, in turn, increases their societal input 
and reduces crimes. Additionally, studies show that when 
such sustainable business outlook is paired with values of 
inclusion, and diverse staff members are hired, innovations 
and profits rise within companies. 

Circular economy challenges the expectations of 
conventional development. What we are essentially talking 
about here is ‘woke capitalism’—one that acknowledges 
and internalises the consequences of its actions on the 
environment and the society. By leapfrogging into a 
more sustainable model of development, that avoids 
path dependency on older—and often more expensive—
practices and infrastructures, newly emerging nations like 
Nepal that can act as leaders in this movement.
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In light of the recent developments in climate change 
and dwindling natural resources, the circular economy as 
a global economic system seems to be one that needs to 
be adopted across all nations. To understand the circular 
economy, we need to understand our current ‘linear’ 
economic system of production, usage, and disposal of 
any product or material in the market. Currently, when 
any product is used and discarded, all of its monetary and 
conservation value is diminished, as it is no longer in use in 
the market chain. On the other hand, a circular economy is 
one that preserves our resources, products, and materials in 
high-value states for as long as possible. An example of this 
would be using pre-existing and pre-processed resources 
in the system as compared to mining or extracting from 
virgin materials or importing them from third world 
countries. Nepal, in particular, benefits from a circular 
economy as a land-locked and developing country where 
natural resources are limited and technology to extract 
these resources is rudimentary, so maximising usage of pre-
existing resources plays an imperative role in strengthening 
the economy. A strong circular economy can be achieved 
by collecting waste materials (that would otherwise be 
disposed of in a linear economic model) from any entity 
that generates such materials (companies, industries, 
educational institutions) and minimising the production 
of waste altogether. Implementing a robust recycling 
culture with a large selection of recycling industries to 
process waste materials is also crucial to promote a circular 
economy. 

Understanding the importance of establishing a circular 
economy in Nepal, Doko Recyclers aims to bridge the gap 
between the producers and consumers of waste materials 
through a sustainable business model. While traditional 
recycling consisted of a shortlist of recyclables such as beer 
bottles, newspapers, and metal, Doko aims to encourage 

consumers to think about waste beyond the landfill and 
into their daily practices imbibing the notion of reducing, 
reusing, and recycling in that order. For consumers to apply 
the notion of circular economy and sustainability in their 
daily lives, it is important for them to fundamentally change 
their perspective on waste and to internalise the belief that 
a material that has lost its present utility in its present form 
does not mean it no longer has utility, it simply needs to be 
recycled to gain a new form and function.

As an organisation focusing on the circular economy, 
segregation of waste at source is our backbone and one of 
the essential steps in recovering resources from consumers. 
However, due to a lack of awareness and ignorance, much 
of the waste generated is thrown away only high-value 
items such as paper, aluminum, and metal to be brought 
back into the production chain. When they are brought 
into the production chain, these items are usually down-
cycled and suffer a loss in quality. Alarmingly, most plastics 
and electronic devices, which arguably pose the greatest 
danger to the environment and to human health due 
to its non-biodegradability and chemical composition, 
are often discarded due to their negative recycling value. 
While metals like aluminium may be financially feasible 
to be recycled, recycling materials like plastic have a higher 
energy cost than making new plastic altogether. Another 
challenge we face as an organisation and society is the 
influx of composite materials such as food packaging, 
certain cloth bags, and cigarette butts among others, which 
are not recyclable. Therefore, the challenge lies not only in 
increasing recyclables rates across the existing waste stream 
but ensuring secondary raw materials in the industry are of 
high value and can be recycled repeatedly.  

There is no doubt that reshaping the system from its 
current linear design of production, usage, and disposal to 
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a holistic circular system requires a systematic renovation 
where we re-conceptualise the design, production, and 
promotion of technologies that can turn end of life goods 
to inputs for production. Redesigning packaging, reducing 
the consumption of single-use products, and swapping 
plastic products for more sustainable ones are common 
ways to contribute to a robust circular economy. In order 
to expand resources that can stay within the circular 
economy indefinitely, one can standardise materials used 
in products, so recycling is efficient and widespread. 

While there are numerous challenges in implementing 
a circular economy, there are avenues for opportunities 
as well, especially when producers are encouraged 
and incentivised to participate in a circular economic 
system. Firstly, the government would need to create 
laws which producers are obligated to follow, leading 
to consumers helping create a circular model by 
meeting the laws in place. Since the idea of a circular 
economy is in a nascent state in Nepal, mass media and 
outreach play an imperative role in creating a recycling 
and sustainability culture amongst the general public. 
What would help budding organisations that seek to 

establish a circular economy and work in it would be tax 
incentives to support circular enterprises. Another way 
to help would be to allow the production of materials 
that are only recyclable in nature and categorise 
materials, especially plastics, based on their hazards and 
recyclability. The government also needs to work closely 
with multiple stakeholders across the waste production 
stream to understand how to better implement effective 
policy changes and how to support ground level work 
to generate lasting and sustainable waste management 
solutions.  

As an organisation focused on the circular economy, it is 
important to realise that there are many challenges (as seen 
above) in bringing about behavioral and structural changes 
to the current waste scenario in the country. However, 
these challenges also provide avenues for new and unique 
solutions to revamp and remodel current systems set in 
place. While we are not operating on a clean slate, there are 
certainly many gaps to fill in the system and innovations 
to be made in the field of recycling and we see a surge 
in sustainable initiatives across the country, a growth we 
wholeheartedly welcome.
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The traditional linear development model of take, 
make, consume and dispose is highly dependent on 
adequate and cheap resources, which also results in a 
huge amount of waste that is typically dumped. This 
model is no longer appropriate due to limitation of 
resources and leaving behind soiled environment for 
future generations. The concept of a circular economy, 
which is a paradigm shift in the way we look at the 
design, produce, transport, consume and manage 
waste is thus the most suitable model in planning for 
waste management in Bhutan. In a circular economy, 
all materials are used in loops at each stage of its 
production, use or disposal. It means that there is 
a minimum input of fresh natural resources. The 
circular economy is a new way of designing, making 
and creating value that benefits business society and 
environment. This learning path is designed to help 
you bring circular ideas in your organisation. 

Learning about circular economy works best when you put 
your theory into practise and in return, learn from your 
experience. This underpins our iterative approach. The 
key insight behind this model is that waste is not waste 
but a resource. This view contrast with the widespread and 
traditional view of waste as a non-good, useless and with 
the price lower than zero. In the past, there was technical 
limitation to turn waste into resources. This is often no 
longer the case with today’s technology. Hence, the focus is 
on the economic incentives which motivate or demotivates 
stakeholders. 

This model come under pressure due to rising resources 
prices, a massive increase in the global middle class 
and related consumption ideals as well as heightened 
environmental concerns. The principle is that only if a 
circular economy projects make economic sense, it stands 
a chance. In other words, the circular economy is evaluated 
from ROI perspective.

Waste handlers/collectors are essential elements of the 
circular economy value chain. There are already numerous 
platforms established for consumers to drop off used 
products like car seats or waste plastics. I have found that 
systemic thinking and collaboration are key to accelerating 
the transition each organisation needs to find what works 
best for their specific circumstances. 

From waste collection and transport to incineration 
and recycling, towns and cities are key players of 
waste management at the local level. They have many 
responsibilities and various areas of work, such as 
implementing prevention measures, in which other local 
players and citizens are involved.

Waste management strategy of Bhutan launched by Her 
Majesty the Queen of Bhutan is very detailed and has a direct 
impact on towns and cities. It sets waste management priorities 
(prevention, reuse, recycling, etc.) and specific targets that 
have to be met, for municipal waste recycling, for instance.

Moreover, waste management is part of the transition 
towards a circular economy, flagship program which was 
launched by the Royal Government of Bhutan from the 
Prime minister’s office. The Action Plan for a Circular 
Economy sets up a concrete action plan that covers the 
whole life cycle of a product: from production and 
consumption to waste management and the secondary 
materials market.

This new program will have a direct impact on how towns 
and cities manage waste, as it includes a broader definition 
of municipal waste and no longer limits the definition 
simply to waste that is collected by local governments. 
Moreover, the new package determines waste treatment 
priorities (prevention, reuse, recycling, etc.) as well as 
targets to be achieved, for instance, recycling 80% of 
municipal waste and zero waste Bhutan by 2023.
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