


GDP (estimated 2021/22)* USD 37.82 billion GDP growth rate** 4.70%

GNI (PPP)**** USD 13.5 Inflation (y-o-y)**** 8.50%
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(% of GDP)**** 

37.30% Agriculture Sector (% of GDP)***** 23.95%
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HDI rank*** 143 Service Sector (% of GDP)***** 61.76%

*Preliminary estimate of FY 2021/22 (y-o-y mid-July to mid-July) 
**Asian Development Bank, Asian Development Outlook Update (ADOU) 2022
***HDI figure from Human Development Report of the UNDP 2021/22
**** Current Macroeconomic and Financial Situation of Nepal (Based on three months' data ending mid-October 2022/23)
***** Current Macroeconomic and Financial Situation of Nepal (Based on annual data of FY 2021/22)
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NEFport has come a long way since its inception in 2009. Covering a wide array of 
complex topics that define and redefine the Nepali economy - NEFports give detailed 
and digestible insights supported with data and analysis. The commemorative 50th 
issue that covered Nepal’s graduation from a Least Developed Country (LDC) status, 
launched in September 2022, saw contributions from across sectors and agencies. 
While Nepal’s graduation is noteworthy, there are a multitude of areas where immediate 
focus and considerations are required. One of such is creating system building and 
an enabling environment for encouraging and fostering enterprises in Nepal. With this 
background, the 51st issue is a Fostering the Entrepreneurial Ecosystem Special. 

In the past decade, the entrepreneurial landscape in Nepal has significantly evolved. 
With sophisticated solutions to solve complicated challenges and innovative ventures 
to cater to big and small needs of the market – Nepal has seen it all. An enabling 
ecosystem of boot camps, incubators and seed camps have emerged that support 
the ecosystem to further expand and explore. The recent elections of 2022 witnessed 
a rush of new ideas and ideologies that strive to bring transformational changes across 
sectors and segments of the society. While the future seems promising and conducive 
to growth and innovation, the start-up ecosystem in Nepal needs to accelerate 
pragmatic solutions that foster investment, upskilling, mentorship, inclusion, innovation 
and accessibility. 

Riding the wave of positive change - investment, innovation, and nurturing of new 
startups should be critical to the new government’s agenda. Nefport 51, in its special 
section, will explore the entrepreneurial landscape and dive deep into three cross-
cutting phenomenon that persist in the entrepreneurial ecosystem in Nepal – 
sustainable enterprises, tech-enterprises and women-led enterprises. The section 
highlights the state of entrepreneurial start-ups, the challenges that limit their potential, 
and provide relevant policy recommendations to resolve and transform them into 
innovation-driven enterprises.

As we usher in the new year, we are proud to announce our newly undertaken project 
that involves development of NEF Economic Dashboard. The dashboard will serve 
as an integrated resource that will offer historic data points and insights into Nepal’s 
economic trajectory. Similarly, we look forward to releasing a milestone publication in 
2023, which charts the transformational change of key sectors of Nepal across past 15 
years. 

We want to thank our readers and patrons for valuable feedback and contribution. We 
encourage you to stay engaged and provide suggestions for the 52nd issue of NEFport, 
to be released in March 2023. Do write to us at info@nepaleconomicforum.org.

We want to wish all our readers a happy and prosperous new year 2023! Your 
association, cooperation, and support has fueled new outlooks and enabled various 
discussion around novel discourses. We hope for several more fruitful interactions and 
collaborations in the next year.

Editorial

Sujeev Shakya 
Chair, Nepal Economic Forum

mailto:info@nepaleconomicforum.org
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1
General 
Overview
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Political 
Overview FACTSHEET 

Index Rank Score

Press 
Freedom 
Index 2022

76th 1 62.67

Democracy 
Index 2021 101st 2 4.41

Freedom in 
the World 
Index 2021

123rd  3 56

Election Overview

House of Representatives

A total of 62 political parties 
fielded 2,412 candidates to 
contest 165 FPTP (First-Past-
The-Post) seats in the House of 
Representative (HoR) election.2 

Of the total candidates, 2187 
were male and 225 were female, 

In the review period, Nepal successfully conducted 
its second election for the House of Representatives 
and Provincial Assembly after the adoption of the new 
constitution in 2015. The previous parliament completed its 
five-year tenure, during which it was dissolved twice. The 
election witnessed the participation of new political parties 
along with a huge surge in independent candidates. The 
voter turnout was low, with only 61% of the total registered 
voters exercising their constitutional rights. Although the 
traditional political parties were able to win the majority of 
the seats, this election saw the emergence of new leaders 
coming from new political parties. The election also saw the 
victory of many independent candidates which highlights 
the dissatisfaction of voters towards the old political parties. 
The trend of new faces coming to power confirms the 
trend observed in the recently held local-level election. It 
demonstrated how voters craved a change in domestic politics, as the ability of candidates 
to fulfil the aspirations of the public, not ideology, was a major factor based on which votes 
were cast. However, due to the division of votes among political parties, no political parties 
are in a position to form a new majority government, even under their pre-poll alliance.

while 759 youth candidates filed 
nominations for the HoR election. 
Likewise, for the 110 proportional 
representation seats, there were 
a total of 2,199 candidates—1,187 
female and 1,012 males. Of the 
total candidates winning the FPTP 
seats, 156 are male, and 9 are 
female. Likewise, 7 youths, under 
40 years of age, were elected 
under the FPTP seats as members 

of parliament. Furthermore, as 
many as eleven big businessmen 
won a seat in the HoR election. 
A breakdown of the number of 
candidates from each political 
party and the number of seats 
they won have been presented in 
Table 1. 
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Provincial Assembly

A total of 55 political parties 
fielded 3,224 candidates to 
contest 330 FPTP seats in the 
Provincial Assembly election.3  
Of the total candidates, 2,942 
were male and 280 were female, 

Political Party Number of 
candidates Seats won (FPTP) Approx. Seats won   

(PR) 

Communist Party of Nepal (UML) 141 44 34

Nepali Congress 91 57 32

Communist Party of Nepal (Maoist) 46 18 14

Loktantrik Samajhbadi Party 51 4 -

Communist Party of Nepal (Unified Socialist) 21 10 -

Janta Samajhbadi Party 79 7 5

Rastriya Prajatantra Party 140 7 7

Rastra Swatantra Party 131 7 13

Nagrik Unmukti Party 30 3 -

Janamat Party 54 1 5

Independent 867 5 -

Others 761 2 -

Total 2,412 165 110

Table 1: Performance of Political parties in House of Representatives election

Source: All candidates for HoR election, Election Commission of Nepal, 2022

while 1,007 youth candidates filed 
nominations. Likewise, for the 220 
proportional representation (PR) 
seats, there were a total of 3,708 
candidates which consisted of 
1,511 females and 2,197 males. 
Of the total candidates winning 
the FPTP seats, 317 are male, 

13 are female. 43 youths under 
40 years of age were elected 
under the FPTP seats for the 
provincial assembly.  The number 
of candidates fielded for FPTP 
seats by the major political party 
and the seats won have been 
presented in Table 2. 
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Political Party Number of 
candidates Seats won (FPTP) Approx. Seats won   

(PR) 

Communist Party of Nepal (UML) 285 91 75

Nepali Congress 179 112 72

Communist Party of Nepal (Maoist) 112 53 35

Loktantrik Samajhbadi Party 77 9 -

Communist Party of Nepal (Unified Socialist) 66 15 -

Janta Samajhbadi Party 140 11 -

Rastriya Prajatantra Party 278 11 3

Janamat Party 64 7 -

Nagrik Unmukti Party 55 7 -

Independent 1093 12 -

Others 875 2 35

Total 3,224 330 220

Table 2: Performance of Political parties in Provincial election

Source: All candidates for HoR election, Election Commission of Nepal, 2022

ELECTION UPDATES

Ruling Alliance Likely to Form 
New Government in HoR

The C. K. Raut-led Janamat 
party has agreed to join the 
Nepali Congress-led alliance 
to form the new government. 
The pre-election alliance led 
by Congress won 136 seats in 
the House of Representatives, 
compared to the 138 needed to 
form the government. Janamat 
party has won five seats in the 
HoR election, with 1 seat under 

the FPTP system and five seats 
under the PR system.4  By adding 
the Janmat Party, the reliance 
will get 141 seats and be able 
to form the new government in 
the upper house of parliament. 
It is also likely that the Nagarik 
Unmukti party, with three HoR 
seats, will also join the congress-
led coalition5 , thereby further 
consolidating the formation of 
the new government.

Ruling Alliance Contest 
Election Jointly 

The five-party ruling alliance 

jointly contested the recently 
held federal and provincial 
assembly elections.6  A seat-
sharing agreement was reached 
in which Nepali Congress agreed 
on 86 seats, the Communist Party 
of Nepal (Maoist) got 44 seats, 
the Communist Party of Nepal 
(United Socialist) got 20 seats, 
the Loktantrik Samajwadi Party 
got 13 seats and the Rashtriya 
Janamorcha agreed on 2 seats. 
Similarly, the Communist Party 
of Nepal (UML) also contested 
the election in alliance with 
Janata Samajhbadi Party and the 
Rashtriya Prajatantra Party. 
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Rabindra Mishra Joins Rastra
Prajatantra Party

Rabindra Mishra, former 
Chairman of the Bibeksheel Sajha 
Party, joined the pro-monarch 
Rashtriya Prajatantra Party 
(RPP). Rabindra Mishra and RPP 
Chairman Rajendra Linden signed 
the Declaration of Unification on 
September 28, 2022. Mishra was 
given the post of Senior Vice-
chairman of the party. Likewise, 
he contested for the House of 
Representative election from 
the Kathmandu-1 constituency 
representing the RPP.7  His major 
rivals were Prakashman Singh of 
the Nepali Congress, Pukar Bam 
of the Rastriya Swatantra Party 
and Kiran Paudel from the CPN 
UML. Mishra lost narrowly by 125 
votes against his Nepali Congress 
counterpart. 

Low Voter Turnout

According to the Election 
Commission’s preliminary report, 
the total voter turnout for the 
federal and provincial elections 
held on November 20, 2022, stood 
at 61%.8  As per the electoral list 
released by the EC, as many as 
17,988,570 people were identified 
to be eligible to vote in the election. 
The voter turnout for the HoR and 
provincial assemblies was lower 
than in the election in 2017 when 
68% of the eligible voters cast 
their votes. The turnout for local-
level elections held on May 13, 
2022, stood higher at 72% while 
the total eligible voters for the 
same were 12,733,723. The lower-
than-expected voter turnout 
can be attributed to the inability 
of political parties to satisfy 

the aspiration of voters while 
also failing to maintain political 
stability. Moreover, while voters 
were reluctant to vote for old 
faces, many voters declined to 
vote for candidates contesting in 
alliance politics. 

Re-election Conducted in 
Dolakha

The Election Commission had 
conducted re-voting in ten 
disputed polling centers in the 
Dolakha district of the Bagmati 
Province. The re-election was 
held on December 1, 2022. EC 
decided to conduct a re-election 
following the complaint by the 
CPN-UML, which alleged an 
instance of booth capture on the 
day after the election, November 
20, 2022.9  Ganga Karki of the 
CPN (Maoist center) was elected 
as the Hourse of Representative 
member from Dolakha district 
and Bharat Bahadur of the CPN 
(UML) was elected as the member 
of the provincial assembly from 
Dolakha-B constituencies. The 
EC had deployed an investigation 
team to probe into the matter 
and the probe team confirmed 
instances of booth capture at 10 
polling stations in the Dolakha 
district. Moreover, the EC decided 
not to conduct re-election in 
Syangja and Bajura district after 
probing complaints of booth 
capture at various polling stations 
in these districts.10  Issuing a 
directive, the EC noted the 
incidence of violence between 
cadres of Nepali Congress and 
CPN (UML). However, in a meeting 
with all political parties, the EC 
decided to continue the vote 
counting in Syangja and Bajura.11

Fringe Parties Boycotted 
Elections

The three fringe communist 
parties, namely – Communist 
Party Nepal (CPN) led by Netra 
Bikram Chand, the CPN led by Rishi 
Kattel and the Scientific Socialist 
Communist Party (SSCP) led by 
Vishwabhakt Dulal, announced 
that they would boycott the 
House of Representatives and 
Provincial elections scheduled 
on November 20, 2022. In a joint 
statement, the three parties 
mentioned that they decided to 
boycott the election to protest 
against the parliamentary system 
of governance.12 Members 
of the three fringe parties 
expressed their dissatisfaction 
with the rent-seeking nature 
of the parliamentary system of 
governance and the reluctance 
of the Election Commission to 
recognize them as a national 
party. They also announced that 
they would launch a campaign 
to influence voters to boycott 
the election. Following such 
development, many members 
of the parties were arrested on 
charges of involvement in anti-
election activities.13  

ELECTION  MANIFESTO

Communist Party of Nepal 
(Unified Marxist-Leninist)

In their election manifesto, 
the Communist Party of Nepal 
(UML) promised to resolve 
the citizenship issue within six 
months after the formation of its 
government. The party expressed 
commitment to double the per 
capita income to USD 2,400 
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(NPR 308,112), ensuring minimum 
wage to labourers and generating 
500,000 jobs every year. The 
CPN-UML also mentioned 
increasing domestic production 
by launching the ‘Make in Nepal’ 
campaign in their manifesto. 
Further commitments included 
food security and health security 
for every citizen of Nepal.14  

Rashtriya Prajatantra Party  

In the election manifesto, the 
Rashtriya Prajatantra Party 
(RPP) urged voters to utilize the 
upcoming elections as a golden 
opportunity to witness blanket 
transformation in the entire 
economic, social and political 
sectors. The party promised 
to emphasize capital building, 
sustainable development, free 
health and education, social 
justice, and equal propensity for 
the people of Nepal. Further, the 
party pledged to uplift Nepal to 
a upper-middle-income country 
by 2030.15  

Communist Party of Nepal 
(Maoist Center)

The manifesto released by 
the CPN (Maoist Center) 
emphasized the party's stance 
of adopting a directly elected 
presidential system with a fully 
proportional electoral system 
to reform the existing federal 
democratic structure of Nepal. 
The other two coalition parties 
– Nepal Samajwadi Party and 
CPN (Unified Socialist) had also 
reiterated a similar stance.16 On 
the socio-economic front, the 
CPN (Maoist Center) promised to 
alleviate poverty by providing free 
health, education, and essential 
commodities to citizens living 

below the poverty line.17   The party 
aims to transform the agriculture 
sector by pursuing scientific 
land reforms and ensuring the 
timely availability of fertilizers. 
The party aims to employ one 
million youth by setting up a 
National Employment Authority. 
Additionally, the party promised 
to allocate at least 20% of the 
total federal budget to education 
within 5 years upon the formation 
of its government. 

Nepali Congress 

In their election manifesto, the 
Nepali Congress promised to 
strengthen federalism while it 
remains silent on secularism. On 
the economic front, the party 
mentioned that it is committed to 
creating 1.25 million jobs in a span 
of five years, cutting extreme 
poverty to single digits in a 
decade and reducing the reliance 
on remittance for the national 
economy to 10-12% of the size 
of the economy. The manifesto 
also promised on developing 
10,000 megawatts of additional 
electricity in 5 years after the 
formation of their government. 
Along the social security lines, 
the party vowed to decrease 
the minimum age for old-age 
allowance to 65 and provide free 
electricity up to 50 units to each 
household.18  

BILATERAL AND 
MULTILATERAL UPDATES
 
Chinese Congress Speaker 
Visits Nepal

Li Zhanshu, Head of the Standing 
Committee of the Chinese 
National People’s Congress 
concluded his three-day visit 

to Nepal on September 15, 
2022.19  During his visit, Li met 
Prime Minister Sher Bahadur 
Deuba, House of Representative 
Speaker Agni Prasad Sapkota and 
President Bidya Devi Bhandari 
along with leaders of mainstream 
political parties.20 Li and his 
counterpart signed a six-point 
memorandum of understanding 
(MoU) in which both countries 
agreed to exchange information 
on each of their legislative, 
supervisory and governance 
practices at the parliamentary 
level.21 Li expressed China’s 
continued support for Nepal’s 
sovereignty, independence and 
territorial integrity while his Nepali 
counterpart reiterated Nepal’s 
commitment to the ‘One-China 
Policy’. Li also expressed China’s 
commitment towards taking 
forward the feasibility study of 
the Kerung-Kathmandu railway 
and taking action to facilitate 
trade between Nepal and China.

Foreign Minister Dr Narayan  
Khadka Visits China

Minister of Foreign Affairs Dr 
Narayan Khadka concluded his 
two-day visit to China on August 
11, 2022, at the invitation of his 
Chinese counterpart, Wang Yi. 
The Chinese side pledged a grant 
worth NPR 14.3 billion (USD 111.38 
million) to the Government of 
Nepal as an investment for various 
projects while also pledging NPR 
53 million (USD 412,836) worth of 
disaster relief materials.22  Minister 
Khadka reiterated Nepal’s stance 
on the ‘One-China Policy’ while 
his counterpart reassured China’s 
commitment to respect Nepal’s 
sovereignty. Although the visit 
was termed successful, both 
sides failed to issue a common 
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statement on the outcome of the 
meeting.23   

Indian Army Chief  Paid a 
Courtesy Visit to Nepal 

Chief of Indian Army General 
Manoj Pande visited Nepal on 
September 4, 2022, at the official 
invitation of the Nepali Army Chief 
Prabhu Ram Sharma. During his 
visit, Pande paid a courtesy visit 
to Prime Minister Sher Bahadur 
Deuba where he discussed 
aspects of mutual interest to 
further strengthen the defence 
cooperation between Nepal and 
India.24 During the visit, Pande 
was awarded the honorary title of 
Nepali Army by President Bidya 
Devi Bhandari. As a part of the 
bilateral cooperation, the Indian 
Army Chief handed over military 
assistance worth NPR 220 million 
(USD 1.74 million) to his Nepali 
counterpart.25   

Nepal Discusses Bilateral  
Issues with India

A foreign secretary-level meeting 
between officials of Nepal and 
India was held on September 13, 
2022.26  Both sides discussed 
issues related to boundaries, 
energy and trade. Major points of 
the discussion included a review 
of the Treaty of Trade and Transit 
and the timely procurement of 
fertilizer. Nepal raised issues 
related to the waiver of export 
restrictions on wheat, sugar, 
paddy, rice and sugar. The Nepali 
side sought clarification on the 
meeting of the Boundary Working 
Group and recruitment of Nepali 
Gurkhas under the Indian Army's 
new Agnipath scheme. Both 
sides agreed on the extension 
of the petroleum pipeline from 

Amlekhgunj to Chitwan and the 
construction of an LPG pipeline 
from India to Nepal. 

South Korea Extends Grant  to 
Nepal

The Government of South Korea 
announced that it would provide 
Nepal with grants worth NPR 
2 billion (USD 15.57 million) to 
establish a cyber-bureau and 
improve the reintegration of 
migrant workers.27 The project 
to support the reintegration of 
returning migrant workers will be 
implemented to contribute to the 
socio-economic development 
of Nepal and increase 
employment by enhancing the 
entrepreneurship skills of migrant 
workers. Similarly, the Cyber 
Bureau project aims to strengthen 
the capacity of the Nepali Police 
against cybercrime by providing 
state-of-the-art equipment for 
digital forensic labs. 

CONSTITUTIONAL BODIES 
UPDATES

Parliamentary Committee 
Recommends to Cuts the Size of 
the Government

A special Parliamentary 
Committee of the National 
Assembly recommended the 
Government of Nepal reduce 
the number of ministries at both, 
the federal and provincial levels 
for sustainable implementation 
of federalism in Nepal. The 
report28  suggests cutting 10 of 
the 25 ministries in the federal 
government and limiting the 
number of provincial ministries 
to 10% of the total strength of 
the provincial assembly. The 
recommendation intends to 

reduce administrative costs 
in the governance structure. 
The committee also suggested 
slicing off half the existing 
departments under the federal 
government. The committee cites 
a reduction in the workload of 
the federal government after the 
establishment of provincial and 
local levels in the governance 
system as the reason for the 
deduction of ministers at the 
federal level. The committee also 
recommended cutting 50% of the 
civil servants while also reforming 
the existing civil servant code and 
installing CCTV cameras to make 
civil servants accountable for 
their work. 

LEGISLATIVE UPDATES

President Rejects Citizenship 
Bill 

President Bidya Devi Bhandari 
refused to authenticate the 
amendments in the Citizenship Act 
2006 within the constitutionally 
mandated deadline. Article 
113(4)29  of the constitution states 
if the President sends back a bill 
to HoR and if the bill has been 
re-endorsed by the HoR, the 
President must authenticate the 
legislation within 15 days. Without 
the president’s authentication, 
any legislation passed by the HoR 
ceases to become law and hence 
cannot be implemented. The bill 
was first sent to the President on 
July 31, 2022, however, on August 
14, 2022, the president returned 
the bill to the HoR with a 15-point 
suggestion30  for the legislators 
to consider. However, the bill 
was re-endorsed by HoR without 
any change on September 2, 
2022, and sent to the President 
for her authentication for which 
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The emergence of new political parties and leaders shows a lack of trust of voters in old political 
parties, as they failed to address the basic needs and aspirations of the common citizens. The 
result of the election expresses the public’s hope to change the status quo in the domestic politics 
of Nepal. The result was not surprising given the local-level election witnessed the emergence of 
independent candidates and the preference of voters to vote for candidates who can work outside 
the narrow interest of well-established political parties. The election also cleared various strengths 
and weaknesses of old political parties as candidates coming from parties having undemocratic 
structures failed to win the election despite holding a high-level post in the party. 

As new political forces emerge, the power equation might change as no political party, or their pre-
poll alliance could secure a majority seat in the parliament. The formation of a new government will 
require an unnatural alliance of old and new political parties. The Congress led alliance is likely to 
form the government by bringing Janmat party, Nagrik Unmukti party into the alliance. Similarly, the 
Rastriya Swatantra Party, and NPC (UML) led alliance is likely to stay in opposition. With political forces 
in the upcoming government, political discourse is likely to shift from old agendas towards new ideas. 
As ideologies take a back seat, voters will look for a government which would meet basic issues such 
as governance, development and propensity thus delivering high aspirations of the general public as 
envisioned by the Constitution of Nepal. 

Outlook

the deadline was September 15, 
2022. The Supreme Court had 
issued a show cause notice to 
the President’s office seeking an 
explanation for her decision.31  In 
defence of the President, the 
Office of the President issued 
a statement stating that the bill 
violated various constitutional 
provisions and was against the 
national interest while her move 
to not authenticate the bill was in 
line with her constitutional duty 
to safeguard the Constitution of 
Nepal.32  

JUDICIARY UPDATES

Chief Justice Cholendra SJB 
Rana’s Impeachment Comes
to Halt 

The impeachment motion 
against suspended Chief Justice 
Cholendra SJB Rana has come to 
halt after the tenure of the House 

of Representatives ended on 
September 17, 2022.33  Rana, whose 
tenure ended on December 
12, 2022, had attempted to 
resume his duty at the Supreme 
Court after arguing that the 
impeachment motion against 
him stands null and void after 
the House of Representatives 
failed to follow the due legal 
process as prescribed by the 
regulation.34 The impeachment 
motion came to halt while the 
Impeachment Recommendation 
Committee (IRC) is yet to 
complete the question-answer 
session with Rana, where he will 
be given a chance to defend 
himself. During his probe, Rana 
had raised questions about the 
members of the Impeachment 
Recommendation Committee. 
He claimed that member of the 
committee cannot consists of 
personnel who filed a motion to 
impeach him, as it violates the 

principle of natural justice.35   

NEW DEVELOPMENT

A New Chinese Ambassador to 
Nepal Appointed

China has appointed Chen Song 
as the new Ambassador of China 
to Nepal. The new ambassador 
will take office in December 
2022. He will replace Hou Yanqi, 
who completed her a four-year 
tenure on October 25, 2022. 
Chen Song is a senior diplomat 
and was the Director General at 
the Chinese Ministry of Foreign 
Affairs.36 Chen is a familiar face 
in Nepal’s diplomatic circle as he 
had been part of several meetings 
in the past. Chen is also familiar 
with issues related to Nepal as 
he oversaw Nepal affairs in the 
Department of Asian Affairs of 
China’s Ministry of Foreign Affairs. 
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ECONOMIC CRISIS 
UPDATES

Grim Global Growth Ahead

International Monetary Fund 
(IMF) in its World Economic 
Outlook45 , forecasted the global 
economy to grow by 3.2% 

and 2.7% in 2022 and 2023, 
respectively. The estimated 
growth for 2022 remained 
unchanged from its last estimate 
in July 2022, while the estimate 
for 2023 was cut by 0.2%. The 
reports raise the risk of global 
recession by predicting that the 
real gross domestic product 
(GDP) of major economies, which 

In the review period, inflation continued to be at a 
multidecade high as the global supply of food grains and 
brent crude oil remained constrained due to the ongoing 
crisis in Ukraine. To anchor inflation, central banks of 
advanced and emerging market economies (EMEs) had 
aggressively raised interest rates. Due to simultaneously 
increasing interest rate, monetary policy has become 
synchronized around the globe. International institutions 
have reduced their projection for future growth and 
predicted an imminent global recession if the current 
baseline scenario continues. However, the increasing 
interest rate has tightened global liquidity and is leading 
to increasing debt distress for many EMEs. In addition, the 
United States Dollar (USD) appreciated against currencies 
of other major economies, resulting in the outflow of 
capital from EMEs toward USD-based assets. This has 
caused a decline in the foreign exchange reserves of 
many EMEs, resulting in increasing concerns to maintain 
external sector stability and raising solvency risk. Many 
low- and middle-income countries remain vulnerable 
in achieving food security, subsequently increasing the 

International 
Economy 

FACTSHEET 

Global GDP growth in 2022 
(expected)

3.2%37

Global inflation in 2022 (expected)

8.8%38

Extreme global poverty rate
(as a % of the global population)

9.3%39

Price of brent crude oil in 2023 
(expected)

USD 92 per barrel40

Food price inflation

32%(Since January 2020)41

Energy price inflation

23%(Since January 2020)42

Shipping price inflation

 -6%(Since January 2020)43

Coronavirus vaccination (at least one 
dose vaccinated)

70.9% of the global 
population44

instances of global hunger. However, an agreement to extend grain supply from Ukraine 
could ease inflationary pressure on essential food grains. Despite the increased risk of 
a global downturn, meetings with prominent world leaders failed to acknowledge the 
rising risk of recession, thus leading to no substantial outcome to address the global 
problems. 

account for roughly a third of the 
global economy, will contract 
by at least two quarters in 2022 
or 2023. The major reasons for 
sharper than expected slowdown 
of the global economy include 
challenges such as Russia’s 
invasion of Ukraine, higher cost 
of living amid high inflation, 
tightening financial conditions, 
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and the lingering effect of the 
COVID-19 pandemic. Global 
inflation is forecasted to rise from 
4.7% in 2021 to 8.8% in 2022 but 
is expected to decline to as low 
as 6.5% in 2023 and to 4.1% by 
2024. Similarly, the World Bank 
estimates global GDP growth to 
be at 2.9% in 2022 and 2.4% in 
2023, with a high risk of a global 
recession in 2023 or 2024.46 

Looming Global Recession  
Amid the Rise in the Policy Rate

As central banks raise the policy 
rate to curb inflation, the risk 
of global recession becomes 
imminent.47 Central banks of 
advanced economies have 
raised the interest rate to tame 
increasing pressure on inflation 
caused by food and energy 
shortages. The Federal Reserve 
(fed), the Central bank of the 
United States, raised its policy 
rate by 0.75% in early November 
2022, its sixth consecutive rise 
2022.48  The rate hike has raised 
the fed policy rate in the range 
of 3.75% to 4%, the highest in 15 
years. The rate hike aims to bring 
inflation within the target band 
of 2% from 8.2% in September 
2022.49  Similarly, as inflation in the 
eurozone (EZ) increased to 9.9% 
in September 2022, the European 
Central Bank has raised the 
interest rate by 0.75%, increasing 
the benchmark rate from 1.5% to 
2%.50  The Bank of England also 
raised its interest rate by 0.75%, 
its biggest hike in three decades, 
to control inflation which stood 
at 9.4% in September 2022, 
the highest in four decades.51 

Amid the rise in policy rates by 
advanced economies, EMEs 
face higher vulnerability due to 
capital outflows,52 depreciating 
currencies,53 and depleting 

foreign exchange reserves. 

Appreciating USD Raise 
Vulnerability in EMEs

The USD has appreciated to its 
highest level due to the fed’s 
inflation-induced policy rate 
hike.54 Of the major international 
currencies, USD has appreciated 
22% against the Yen, 13% against 
the Euro, 17% against Pound, 12% 
against the Renminbi (Yuan), 
and 6% against EMEs. The USD 
appreciation can be explained by 
the global flow of capital towards 
high-return and safer US dollar-
backed assets. It has resulted 
in EMEs spending an estimated 
USD 379 billion (NPR 48,656 
billion)55 in the forex market to 
defend their local currencies, 
leading to increased risk towards 
maintaining adequate forex 
reserve in EMEs. Therefore, 
deteriorating forex reserve on 
top of worsening term-of-trade 
- resulting from rising food 
and energy prices has limited 
the ability of central banks in 
EMEs to maintain financial and 
price stability. Thus, the USD 
appreciation has worsened the 
vulnerabilities of EMEs, which 
could trigger instances of 
bankruptcy, like the one observed 
in Sri Lanka. 

INTERNATIONAL
FINANCIAL UPDATES

IMF Extends  Credit to 
Bangladesh

The International Monetary 
Fund (IMF) and Government 
of Bangladesh have reached a 
staff-level agreement to provide 
USD 3.2 billion (NPR 410.81 billion) 
under the Extended Credit Facility 
(ECF)56 and an additional credit 

of USD 1.2 billion (NPR 154.05 
billion) under the Resilience 
and Sustainable Facility (RSF). 
The ECF arrangement is aimed 
at restoring macroeconomic 
stability when the economy 
is leading to a sharp widening 
of the current account deficit, 
rapid decline in foreign exchange 
reserves, rising inflation, and 
slow growth. Earlier in 2022, 
Bangladesh had requested the 
IMF for the credit facility due 
to rising disruptions caused 
by the ongoing war in Ukraine 
leading to rising macroeconomic 
risks. The credit facility comes 
at a time when the foreign 
exchange reserve of Bangladesh 
is depleting and approaching 
the minimum threshold target of 
the central bank of Bangladesh. 
The extended credit will help 
Bangladesh to pay for the 
increasing trade deficit and 
debt obligation denominated in 
foreign currency. 

INTERNATIONAL
TRADE UPDATES

Agreement Reached on Black 
Sea Deal

The Black Sea Grain Initiative is 
a United Nations-brokered deal 
between Russian Federation, 
Turkey, and Ukraine to export 
grains and fertilizers from three 
Ukrainian ports in the Black 
Sea region. Earlier the deal was 
reached in July 2022 and was 
set to expire on November 18, 
2022. The deal was extended 
for 120 days until March 2023.57  
Furthermore, the deal restores 
the supply of vital food exports 
from three Ukrainian ports 
– Odesa, Chornomorsk and 
Yuzhne. Ukraine is the second 
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largest supplier of wheat and 
corn and has exported 4.5 million 
tons of corn and 3.2 million tons 
of wheat under the deal, until 
October 2022. Around 25% of the 
shipments are directed towards 
lower-income countries and 
have provided relief to millions 
facing acute food shortages58. 

The deal was signed considering 
the large stockpile of wheat and 
corn in Ukraine while supply in 
the international market was 
limited, which resulted in a rise in 
the price of essential food grains. 
It will help ease the pressure 
on the price of essential food 
grains in the international market, 
thus providing relief to low- 
and middle-income countries. 
However, a deal to export 
fertilizers from Russia could not 
be reached under the Black Sea 
agreement. 

Merchandise Trade Shows 
Positive Prospects

According to the Trade and 
Development report59 of the 
UNCTAD (United Nations 
Conference on Trade and 
Development), global trade in 
the first half of 2022 increased 
despite the emergence of new 
global headwinds such as the 
war in Ukraine and the continued 
lockdown in China. On a year-
on-year basis, the total value 
of merchandise imports and 
exports grew by 5.5% and 
3%, respectively. The total 
merchandise trade increased by 
4.3% in the first half of 2022. The 
report cites a reduction in freight 
cost, ease in international supply 
chains, and pent-up demand in 
Europe and the United States 
as the reason for an increase in 
merchandise trade. Additionally, 

the increase in trade can also be 
explained by the appreciation of 
the USD, as most international 
transactions are based on USD. 

KEY HIGHLIGHTS OF
INTERNATIONAL REPORTS

Rising Financial Stability Risk

The Global Financial Stability 
Report,60 released by the IMF, 
has raised concerns about 
growing uncertainty and rising 
global environmental risks as 
threats to the financial stability 
of advanced countries and 
emerging market economies 
(EMEs). The report discusses 
the major issues disrupting the 
stability of the financial system 
including multidecade high 
inflation, continuing deteriorating 
growth prospects and persistent 
geopolitical risks. The report cites, 
accelerating interest rates by 
central banks as the major reason 
increasing debt obligation of 
many governments and financial 
institutions. Higher interest has 
tightened global market liquidity 
resulting in falling asset prices, 
thus putting stress on the balance 
sheet of some nonbank financial 
institutions. EMEs are confronted 
with a higher degree of risk due 
to unfavourable capital outflow, 
currency depreciation and 
increasing borrowing cost.

Demand for Oil likely to 
Increase in Future

The World Oil Outlook 2022,61 

released by the Organization of 
Petroleum Exporting Countries 
(OPEC), has raised its forecasts 
for world oil demand in the 
medium and long term. The 
report states world oil demand 

will reach 101 million barrels per 
day (bpd) in 2022 while the 
demand will increase to 103 
million bpd in 2023. The report 
cites, a heightened focus on 
energy security issues by oil-
importing countries will lead to 
a slower substitution of oil for 
alternative sources of energy, as 
the major reason for the increase 
in oil demand in the future. 
Additionally, the report forecasts 
world demand for oil will average 
108.3 million bpd, while oil 
demand will plateau after 2035 
with global oil demand reaching 
109 million bpd. Investment 
worth USD 12.1 trillion (NPR 1,553 
billion) will be required to meet 
the forecasted demand for oil by 
2035.  

KEY DEVELOPMENTS

Risk Remains as Pressure on 
Commodity Prices Eases

The latest World Bank 
Commodity Market Outlook62  

highlights raising concerns about 
the food and energy crisis due to 
the depreciation of currencies 
of most developing economies. 
The report states, in terms of 
the U.S. dollar, the price of most 
commodities have declined from 
their peaks due to concerns of an 
impending global recession and 
the resumption of grain exports 
from Ukraine. However, due to 
currency depreciations, most 
of the oil-importing emerging 
and developing economies saw 
an increase in the price of food 
and energy in terms of their 
local currencies. Energy prices 
are projected to ease to USD 92 
per barrel in 2023 (NPR 11,810 per 
barrel) from its peak of USD 120 
per barrel in early 2022. However, 
the prices will still be 75% above 



NEFPORT ISSUE 51 – DECEMBER 2022 17

their five-year average. 

Similarly, agricultural prices are 
expected to decline by 5% in 
2023. In the third quarter of 2022, 
wheat prices fell by 20% but 
remain 24% higher compared to 
the same period of the previous 
year. Despite reduced food and 
energy inflationary pressure, 
commodity prices are subject 
to many risks. Concerns over 
inadequate supply of energy 
during the winter in Europe and 
cuts in oil production by OPEC 
members pose a major source 
of risk to rise in energy prices.63  

Additionally, uncertainty on grain 
export from the war-torn black 
sea region could exert upward 
pressure on the price of essential 
food grains in the future.64 

Food Insecurity Worsens  

The Food and Agriculture 
Organization (FAO) and World 
Food Programme (WFP), warn 
that acute food insecurity is likely 
to deteriorate in global hunger 
hotspots, during the period 
from October 2022 to January 
2023.65  According to the Global 
Report on Food Crisis 2022 Mid-
year Update,66 as many as 222 
million people in 53 countries 
are expected to face acute 
food insecurity and would need 
urgent assistance. Additionally, 
the report estimates about 
45 million people are at risk of 
malnourishment and could face 
death by starvation. Among the 
impacted regions, Afghanistan, 
Ethiopia, Nigeria, South Sudan, 
Somalia, and Yemen remain at 
a high alert level. Considering 
high food price inflation, the 
report also raises concern about 
overachieving the SDG goal 
of Zero Hunger by 2030 if the 

current food crisis continues. 

Poverty Reduction Outcome 
Worst in Two Decades

The World Bank report titled, 
Poverty and Shared Prosperity 
2022,67 presents the devasting 
impact of the COVID-19 
pandemic in the world’s poorest 
countries like Somalia, South 
Sudan and Burundi among many 
others. In 2020, the number of 
people pushed into extreme 
poverty rose by 70 million to 
reach a total of 700 million, which 
amounts to 9.3% of the world’s 
population. Due to the rising cost 
of living amid an increase in food 
prices combined with the risk 
of global economic recession, 
as many as 685 million people 
could still be living in extreme 
poverty by the end of 2022. The 
report estimates that based on 
the present trends, 7% of the 
world population, amounting to 
574 million people, could still be 
living in extreme poverty by the 
end of 2030. The new findings 
are based on a revised extreme 
poverty line of USD 2.15 (NPR 276) 
per person per day, while earlier 
it was USD 1.90 (NPR 244) per 
person per day.68 The poverty line 
was revised due to the rising cost 
of living caused by rising prices 
of energy and food in the global 
economy.

Central Bank Digital Currency 
(CBDC) Update

According to the CBDC (Central 
Bank Digital Currency) Tracker69 

- an initiative aimed at compiling 
and providing comprehensive 
information about the 
development of CBDCs – 
Bahamas and Jamaica have 
launched their respective Central 

Bank Digital Currencies. As for the 
status of CBDC, 13 countries are 
in the pilot stage, 40 countries 
are in the research stage and 20 
countries are in the conceptual 
stage of their respective CBDCs. 
India became the most recent 
country to launch a pilot project 
of the digital version of the Indian 
Rupee, in the wholesale market.70  
A joint report71  released by the 
central banks of China, Hong 
Kong, Thailand, and the United 
Arab Emirates, has confirmed 
that a common multi-CBDC 
platform can improve the 
speed and efficiency of cross-
border payment while reducing 
settlement risk and promoting 
the use of local currencies 
in international payment. 
Meanwhile, a transaction 
using China’s digital currency 
surpassed 100 billion Yuan (USD 
13.9 billion) in August 2022. 

GLOBAL EVENTS UPDATE

Group of 20 (G20)

The leaders of the richest 20 
nations in the globe met in Bali, 
Indonesia on 15-16 November 
2022.72  In their joint declaration, 
the members of the G20 
economies agreed to pace 
interest rate rises carefully 
to avoid spillovers while also 
warning about financial risks 
posed by ‘increased volatility 
in currency moves. Further, the 
G20 countries mentioned that 
the fiscal stimulus measures 
should be temporary and 
targeted given the increasing 
inflation around the globe. The 
G20 nations also promised to 
protect macroeconomic and 
financial stability by promoting 
investment and multilateral trade 
by making the global supply 
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chain resilient. Furthermore, the 
G20 nations assured to promote 
food and energy security in low- 
and middle-income nations and 
provide funds to support the 
achievement of SDGs.73 

Shanghai Cooperation 
Organization  Meeting

The 22nd summit of the Shanghai 
Cooperation Organization (SCO) 
was concluded on September 
17, 2022, in Samarkand city of 
Uzbekistan.74 Although mostly 

labelled as a security alliance, 
the organization is of economic 
importance as it represents 
42.49% of the world’s population 
and 24.2% of the global GDP 
(Gross Domestic Production). 
SCO members hold strategic 
importance in the world economy 
as it accounts for more than 20% 
of world oil reserves and 44% of 
the natural gas reserves.75  Major 
points of discussion included 
addressing disruptions caused 
to trade, supply chains, food 
security and energy as the result 
of the COVID-19 pandemic and 

Ukraine crisis. An agreement was 
reached among member states 
to expand international trade 
in local and national currencies. 
Likewise, an area of importance 
was given to the development of 
connectivity infrastructure as a 
pathway to accelerate trade and 
economic growth in the central 
Asian region. The construction 
of two railways connectivity 
projects worth USD 9.1 billion 
(NPR 1,168 billion) was agreed 
upon among member states.  

Given that the inflation projections remains high, central banks are expected to keep the policy 
interest rate at the current level or even raise to avoid a de-anchoring of inflation expectation, 
which would damage central banks’ credibility. Considering synchronized policy by central banks 
around the world, clear communication about policy decisions, commitment to price stability, and 
the need for further tightening will be crucial to avoid financial volatility in the global economy. 
However, to achieve price stability, monetary policy will not solve supply-side bottlenecks, but 
it will keep the financial condition tight to limit the demand in the economy. Therefore, given the 
current global response, inflation and interest rate are expected to remain high in the short to 
medium term while global growth will remain dampened. 

Population in low- and middle-income countries remain vulnerable as they continue to face 
increasing cases of hunger and poverty. Targeted fiscal policy may be sought in light of the 
increasing cost of living to help the most vulnerable population in the low-and-middle-income 
countries. EMEs are more susceptible to global headwinds as compared to advanced countries. 
Considering currency depreciation and declining reserve, more EMEs face debt distress which 
could translate to financial instability. The solution to current supply-side problems should be 
sought at international platforms, failing which could lead to further deteriorating economic 
conditions.

Outlook
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2
Macroeconomic 
Overview
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Gross Domestic Product (GDP)

Nepal Rastra Bank (NRB), the 
central bank of Nepal, released 
the annual data ending mid-
July 2022 of FY 2021/22 titled, 
‘Current Macroeconomic and 
Financial Situation’ on 16 August 
2022. According to the report, 
the GDP at current prices stands 

FACTSHEET76 

Particulars Amount/
Percentage

GDP at current prices NPR 4.85 trillion

Year-on-year CPI 8.50%

Food and beverage CPI 8.05%

Non-food and service 8.85%

Net Foreign Direct 
Investment NPR 79.6 billion

Remittance inflows NPR 281.05 billion

Gross foreign 
exchange reserves NPR 1.24 trillion 

Total Domestic 
Debt NPR 954.5 billion 

Total External Debt NPR 1.02 trillion

Government 
expenditure NPR 278.17 billion

Government 
revenue NPR 208.58 billion

Total exports NPR 41.82 billion

Total imports NPR 401 billion

Total trade balance (NPR 359.17 billion)

Total Foreign Trade (NPR 359.18 billion)

Current Account (NPR 34.28 billion)

Balance of Payment NPR 12.42 billion

at NPR 4.85 trillion (USD 38 
billion) in the twelfth month of 
FY 2021/22 in comparison to 
NPR 4.27 trillion (USD 33 billion) 
in the corresponding period of 
FY 2020/21.77  This indicates an 
increase in the GDP by 13.42% 
despite weak macroeconomic 
indicators, disruption in the 
market due to political turmoil 

During the review period, the macroeconomic indicators 
showcased escalating inflation, shrinking foreign reserves 
to Gross Domestic Product (GDP) ratio, increasing imports 
relative to exports and depreciation of the Nepali currency. 
In addition, since the economy witnessed its second 
federal elections, it underwent several political turbulent 
challenges and changes which had a direct impact on 
consumer prices and a negative impact on the livelihood 
of lower-income and lower-middle-income households. 
Lack of good governance in addition to the depressing 
macroeconomic indicators has the potential to depress 
the overall demand in the country. While the remittance 
amount has been on a rise, the review period witnessed 
increasing cases of vulnerable labor conditions, which 
demands strict and effective policy monitoring as well as 
the need to transition away from the Gulf Cooperation 
Council (GCC) countries. However, international agencies 
have forecasted the growth of the Nepali economy to 
reach 5.8% in 2022, which shows a strong growth profile 
fueled by strong domestic demand and investment. In 
such a situation, effective contractionary monetary and 
expansionary fiscal policy as envisaged in the budget for 
2022/23 as well as structural reforms are most required. 

Macroeconomic 
Overview

and accompanying second 
federal elections, as well as 
several national and international 
political feuds mentioned in the 
earlier sections. Figure 1 below 
shows the annual trend in GDP at 
current prices over the last seven 
FY. 
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Source: Current 
Macroeconomic and 

Financial Situation of Nepal 
(ending mid-July 2022)

Figure 1 Annual 
GDP at current 
prices (in NPR 

billion)

** Preliminary estimate

As of 15 July 2022, the Asian 
Development Bank (ADB) reported 
that Nepal’s economy had grown 
by 5.8% and would reach 5.0% 
in 2023, defying ADB’s earlier 
projections, due to the ongoing 
COVID-19 vaccination campaign, 
restoration of economic 
activities and a steady path to 
accommodative macroeconomic 
policies.78 As such, the annual 
data also revealed similar findings 
in growth i.e., real GDP growth by 
5.5%, and Gross National Income 
(GNI) growth by 13.4%.79  However, 
in this review period, the ADB has 
lowered its estimates to 4.7% in 
2023, as it has factored in the 
surging national and regional 
inflation, increasing cases of 
dengue fever, and the global 
geopolitical circumstances to 
affect the growth prospects.80

In the most recent report released 
by the World Bank titled, ‘Nepal 
Development Update (October 
2022)’, it was stated that Nepal’s 
economic growth rate will 
reach 5.8% in 2022. Further, the 
projections show that Nepal’s 
GDP will surge by 5.1% in 2023 and 

4.1% in 2024.81  This is in alignment 
with the International Monetary 
Fund (IMF)’s projections of 4.2%, 
5.0% and 5.3% growth in 2022, 
2023 and 2027, respectively in 
their ‘World Economic Outlook: 
Countering the cost-of-living 
crisis’. 82 

The GDP growth that has been 
forecasted is high and shows a 
strong growth profile, reflecting 
the potential for a revival in the 
Nepali economy which had slowed 
and was weighed down by the 
international feuds and COVID-
19-induced impacts. The reasons 
for such projections have been 
attributed to the potential that 
the tourism, service and industrial 
sectors of Nepal hold, fueled 
by increased hydroelectricity 
production. The sectoral growth 
rate of agriculture, industry and 
service sectors stood at 2.30%, 
10.19% and 5.93%, respectively. 
In line with this, the projections 
stand at 2.3%, 10.2% and 5.9% 
respectively. 

On 29 May 2022, the Government 
of Nepal (GoN) announced a 

budget of NPR 1.793 trillion (USD 
14.2 billion) for the current FY 
2022/23, representing an increase 
of 5.5% compared to the previous 
FY 2021/22. The goal of the budget 
is to make Nepal self-reliant by 
prioritizing agriculture, industrial 
development, hydroelectricity 
and transmission line expansion, 
and boosting foreign investment 
and tourism. Hence, if the 
budget’s objective and projected 
sectoral growth is consistent, 
along with the increased spending 
that occurred during the review 
period for the federal elections, 
it can support the GDP growth in 
Nepal which can inevitably help 
in achieving a higher GDP. The 
projections and anticipation of a 
higher GDP in the coming days 
are highly uncertain and subject 
to significant risks of geopolitical 
and economic turmoil, but if the 
GoN focuses on strengthening 
sectoral growth by applying 
undeviating expansionary fiscal 
policy and contractionary 
monetary policy, it can manage 
its economic and financial risks.
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Source: Current 
Macroeconomic and 

Financial Situation 
of Nepal (ending 
mid-Oct 2022)

Figure 2 
Year-on-year 

Consumer 
Price Inflation 

(CPI) index 
of first three 

months of five 
consecutive FY 
(in percentage)

Inflation

The average inflation rate is 
measured by the Consumer 
Price Inflation (CPI). As per the 
data released by the NRB, the 
year-on-year CPI stood at 8.50% 
in the third month of the current 
FY 2022/23 ending mid-October 
2022 compared to 4.24% in the 
corresponding period of the 
previous FY 2021/22.83  While the 
inflation of 8.50% in mid-October 
2022 is a slight decrease from 
8.56% in mid-July 2022, it is 
worth noting that inflation has 
increased by multi-folds since 
the past FYs. 

The local and general elections 
conducted on 13 May 2022 and 
20 November 2022, respectively 
have played a major role in 
increasing the election spending 
during the review period, which 
has had a spiral effect on the 
inflation rates. The flexibility that 
political parties levy to raise their 
campaign funds from business 

communities, according 
to experts, causes market 
monitoring to deteriorate when 
election dates are announced. 
Likewise, in larger general 
elections, billions of rupees are 
injected into the economy with 
only as few as 495 candidates 
eagerly spending the money to 
woo and lure voters. As the dates 
draw closer, this worsens as the 
cost of raising money is passed 
on to consumers in the form of 
inflation and higher prices. For 
instance, in mid-March 2022, 
two months before the local 
elections, inflation reached a 
67-month high at 7.14%. Likewise, 
the inflation of September alone 
(two months before the general 
elections) was 8.64% which has 
more than doubled than 3.49% in 
the same month of the previous 
FY 2021/22.84

In addition, the World Bank 
estimated the inflation rate to 
remain at 6.3% in 2022, 5.5% in 
2023 and 5.3% in 2024. The IMF 

also estimated inflation to be at 
8.1% in 2022 and 7.2% in 2023. 
This is the revised estimate 
which was 6.3% in 2022 and 7.7% 
in 2023 and depicts the weakest 
growth profile for Nepal since the 
2001 insurgency, global financial 
crisis and 2015 blockade.85 

As per the budget statement of 
the current FY, the government's 
target is to limit inflation to 7%. 
Due to inflation in the world 
economy because of the 
COVID-19 pandemic and the war 
between Russia and Ukraine, it 
could be difficult to maintain the 
limit, which is why uncertainty 
looms over the forecasts further 
surging. A series of monthly 
changes that have occurred in the 
CPI index over five consecutive 
FYs has been shown in Figure 2. 
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Consumption of Goods and 
Services

The Consumer Price Index is a 
measurement to calculate the 

weighted average price of a 
basket of consumer goods and 
services.86  The basket of goods 
refers to a fixed set of consumer 
products and services whose 

prices are evaluated regularly.87  

Table 2 shows the pattern of 
consumption over a series of two 
consecutive periods.  

The changes in the consumer 
price index during the review 
period have been attributed to 
the rise in food and beverage 
inflation from 3.63% in 2021/22 to 
8.05% in 2022/23. Within food and 
beverage, the price of restaurant 
and hotel, fruit, alcoholic drinks, 
milk products and eggs, and 
tobacco products sub-groups 
rose 15.91%, 12.06%, 10.24%, 9.45% 
and 8.44% respectively on a 
year-on-year basis. 

Likewise, the review period 
also witnessed an increase in 
non-food and service inflation, 
represented by a rise from 4.72% 
in 2021/22 to a significant 8.85% in 
2022/23. Under this, the prices of 
transportation, health, furnishing 
& household equipment, 
education, and housing & utilities 
rose by 21.15%, 10.54%, 9.45%, 
8.11% and 7.68%, respectively on a 
year-on-year basis.88 

The limited domestic production 
capacity of Nepal, low agricultural
production, over-reliance 
on imports supply  chain 
disturbances, high petroleum 

Headings Aug/Sep 
2021

Sep/Oct 
2021

Aug/Sep 
2022

Sep/Oct 
2022

Consumer Price 
Inflation 3.49 4.24 8.64 8.50

Food and beverage 2.57 3.63 8.17 8.05

Non-food and 
service 4.22 4.72 9.02 8.85

Source: Current Macroeconomic and 
Financial Situation of Nepal (ending 

mid-Oct 2022)

Table 3 Food and 
Non-food Consumer 
Price Index over two 

consecutive periods (in 
percentage)

prices, rising transportation fares, 
shipping charges, and the Russia-
Ukraine war all weigh heavily 
on consumer prices. Likewise, 
aggregate demand during the 
review period increased due to 
national and provincial elections. 
Furthermore, the financial sector 
restrictions imposed by the 
GoN on the issuance of letters 
of credit for import items, the 
export ban on select food 
commodities imposed by India 
and a higher customs duty on the 
export of rice by India also likely 
increased the domestic prices. 
Similarly, higher interest rates 
incentivize saving and deposits 
which aids the liquidity crunch 
but affects business lines that 
reprice monthly.89 Due to these 
reasons, consumer prices for 
goods and services have risen in 
the review period.

FINANCE STATUS

Investments

In the review period, the net 
Foreign Direct Investment (FDI) 

decreased by 98.4% to reach 
NPR 79.6 million (USD 0.62 
million) in the mid-month ending 
October in FY 2022/23 from NPR 
5.07 billion (USD 39.49 million) in 
the corresponding period of the 
previous FY 2021/22.90

In light of depressing figures of the 
net FDI, the GoN has strategized 
to attract more investments by 
revising its minimum threshold 
for FDI to NPR 20 million (USD 
0.155 million) from the existing 
NPR 50 million (USD 0.38 
million).91 Likewise, the GoN has 
also focused on implementing 
more of such enabling policies 
such as removing the minimum 
investment threshold for Non-
resident Nepalis (NRNs) living 
outside Nepal. NRNs have been 
encouraged to inject capital 
through joint venture investment 
companies established in Nepal.92

Moreover, the Securities 
Exchange Board of Nepal 
(SEBON), the regulator of Nepal’s 
sole secondary market, has also 
issued Securities Issuance and 
Allotment (Sixth Amendment) 
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Source: Current 
Macroeconomic and 
Financial Situation of 

Nepal (ending mid-
Oct 2022)

Figure 3 Annual 
net foreign direct 

investments in 
Nepal for five 

consecutive FY (in 
NPR million)

Source: Source: 
Ministry of 

Finance, 2022

Figure 4 Aid 
disbursement of 

donor agencies 
from August 15 to 

November 15, 2022 
(in %)

Guideline 2079, which mandates 
that 10% of the shares issued by 
companies when they announce 
initial public offerings (IPOs) 
should be distributed to Nepali 
citizens working or employed 
abroad who have secured 
work visas from the relevant 

government agencies of Nepal.93 
The guideline has been effective 
since November 3, 2022. All Nepali 
citizens intending to apply for the 
IPO of shares  issued for Nepali 
citizens working abroad may do 
so after getting work permits 
from the concerned government 

agencies of Nepal. Such kinds 
of policies are expected to 
strengthen the FDI sector of 
Nepal in the coming days. Figure 
3 depicts the change in annual 
net foreign direct investments in 
Nepal in five consecutive FYs.

FOREIGN AID

Bilateral and Multilateral Aid

Aid Disbursement from Donor 
Agencies

During the review period, Nepal 

has received aid from a multitude 
of donor agencies such as the 
U.S. Agency for International 
Development (USAID), the Swiss 
Agency for Development and 
Cooperation (SDC), the World 
Food Programme (WFP), the 
Department for International 

Development (DFID), German 
Development Cooperation (GIZ) 
and others.94 As per the Ministry 
of Finance, the breakdown 
of the disbursements of the 
donor agency support has been 
presented in the chart below:
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Nepal to Continue Being 
Enlisted as Germany's 
Assistance-Recipient 
Countries

Germany stands as one of 
Nepal’s most prominent 
bilateral aid partners. It has 
been providing aid to support 
Nepal’s sustainable economic 
development, energy sector and 
health sector majorly among 
others. In the review period, 
Germany announced enlisting 
Nepal again in its list of countries 
receiving bilateral assistance.95 
Such kind of a commitment from 
a bilateral partner ensures that 
areas of exchange of cooperation 
exist and Nepal has to actively 
ensure which sectors can be 
prioritized. As of now, renewable 
energy and health demand the 
most aid support from Germany 
in the case of Nepal. 

PROJECT/PROGRAM-
SPECIFIC AID

Asian Development Bank 
(ADB) to Invest in Horticulture 
Projects

The Asian Development Bank 
(ADB) and the Ministry of 
Finance (MoF) of Nepal signed 
an agreement on November 7, 
2022, amounting to over NPR 10 
billion (USD 77.89 million) with 
a motive to cultivate walnut 
and fruits in the hilly region of 
Nepal. The total amount of the 
project will be divided into two 
parts, i.e., grants of NPR 1.30 
billion (USD 10.12 million) and 
concessional loans of NPR 7.39 
billion (USD 57.56 million).96  

Overall, since the project will 
aid the development of nearly 

10,000 hectares of climate-
resilient fruit and nut orchards, 
it will benefit over 30,000 
households in Province 1 and 
Bagmati, Gandaki, Karnali and 
Sudurpashchim provinces. 

South Korea to Implement 
Projects Related to Migrant 
Returnees

To reintegrate migrant returnees 
from Korea and to establish a 
cyber bureau that strengthens 
the Nepal Police, South Korea 
has provided a grant worth USD 
16 million to Nepal. A part of the 
grant, i.e., USD 8 million (NPR 
1.027 billion), will be used in 
the reintegration project, were 
providing and ensuring stable 
reintegration of migrant returnee 
workers from Korea to Nepal is 
envisaged.97 Employment will 
also be increasingly targeting 
such migrant returnee workers, 
and a support system will be 
developed to ensure ease of 
access to financial assistance 
and information which 
can further enhance their 
entrepreneurship skills.98 

Likewise, the remaining USD 
8 million (NPR 1.027 billion) 
will be used in a project, titled 
Cyber Bureau project, which 
aims to construct a building 
for the Cyber Bureau, invest 
in equipment related to 
cybercrime investigation, digital 
forensic lab and strengthen the 
capacity of Nepal Police against 
cybercrime.

USAID Launches Programs for 
Women Leaders in the Energy 
Sector

The USAID Urja Nepal Project 

(also known as Urja Nepal) has 
been designed with a motive to 
help the GoN establish efficient 
policy, regulatory, and technical 
operational changes to develop 
a viable and stable electricity 
sector, allowing it to provide 
affordable power and enticing 
private investment into the 
Nepali market.99 

In the review period, on September 
23, 2022, USAID and the GoN 
agreed to launch a programme 
targeting women leaders in 
the energy sector through Urja 
Nepal. The program, over a span 
of nine months, will bridge and 
close the present-day gap in the 
technical skills of women leaders, 
identify and address the training 
and capacity-building needs, 
and enhance leadership and 
management skills. This program 
specifically targets women and 
minorities from decision-making 
roles who are underrepresented 
in the energy sector.100

China Selected Two Projects in 
Nepal to Fund Under its Global 
Development Initiative 

China launched its Global 
Development Initiative (GDI) 
on September 21, 2021, with 
President Xi Jinping, in a bid to 
support developing countries 
in a multitude of sectors such 
as poverty alleviation, software, 
knowledge transfers, capacity 
building, and others.101 

The Minister of Foreign Affairs of 
China released a list of 50 projects 
that it is going to fund under GDI 
as its first batch of projects.102 

Out of the 50, two projects from 
Nepal have been selected which 
lie under poverty reduction, food 
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security, pandemic responses 
and vaccines. The two projects 
include the ‘Nepal smiling children 
project under China Foundation’, 
and ‘Support to schools and 
communities in remote areas for 
pandemic prevention and green 
recovery’.103

GRANTS AND CONCESSIONAL 
LOANS

World Bank to Provide Grant 
Support to Indigenous 
Communities of Nepal

The World Bank has brought a 
grant support agreement worth 
USD 4.5 million (NPR 577.71 
million) to effect from November 
16, 2022. As per the grant, Rural 
Reconstruction Nepal will be 
provided with the amount to 
strengthen the capacity of 
Indigenous Peoples and Local 
Communities (IPLCs) in Nepal’s 
forest sector. The project aims 
to enhance the participation 
of  IPLCs in Reducing Emissions 
from Deforestation and Forest 
Degradation (REDD+) at the 
local, national, and global levels 
for the sustainable management 
of forests. Particularly, the 
indigenous people and local 
communities in Madesh and 
Lumbini Provinces are expected to 
benefit from the project in terms 
of better livelihood opportunities, 
a surge in income, protection 
of customary institutions and 
sustainable management of 
natural resources.104

World    Bank    to    Provide 
Concessional Loans for 
Increasing Digitization

The World Bank will provide a total 
of NPR 52.75 billion (USD 410.89 

million) in concessional loans 
to Nepal targeting increasing 
digitization in the country. As 
such, NPR 17.79 billion (USD 
138.57 million) will be allocated 
for the Digital Nepal Acceleration 
(DNA) project and NPR 34.96 
billion (USD 272.31 million) for the 
Accelerating Nepal’s Regional 
Transport and Trade Connectivity 
(ACCESS) project.105

The DNA project aims to support 
the implementation of the Digital 
Nepal Framework 2019, which 
was endorsed by the GoN. 
The framework has prioritized 
eight key sectors where digital 
integration and support would 
be required for sectoral growth, 
including education, agriculture, 
health, and others. Private sector 
engagement in terms of widening 
the access to broadband 
services by including rural areas, 
improving the digital ecosystem 
through effective deliveries, data 
infrastructure, and inclusion 
(women, ethnic, minorities and 
disabled communities) will also 
be encouraged.106

Likewise, the ACCESS project 
aims to focus on ensuring and 
developing better connectivity 
and trade, creation of three 
market areas, access to India’s 
western seaports, enhanced 
digital engagement, and access 
to regional markets to support 
socio-economic development 
in an inclusive manner. One of 
the key outcomes of this project 
would be ensuring road safety 
and reduction of travel as well as 
time costs by around 30%, which 
is a significant percentage share 
for any individual/business.

Such projects will help increase 

Nepal’s growth potential as trade, 
connectivity and investments 
are all strengthened. 

World Bank to Provide 
Concessional Financing 
Agreement

Having signed the landmark 
Kathmandu Declaration for a 
strategic action plan for the 
Green, Resilient, and Inclusive 
Development (GRID) of Nepal 
in September 2021,108 the World 
Bank has been engaged in a 
multitude of projects to ensure its 
relevance and strategic enaction. 
In line with this, the World Bank 
signed a concessional financing 
agreement with the Ministry of 
Finance (MoF) for NPR 12.7 billion 
(USD 98.92 million) for the GRID 
project.109 This is believed to 
be the first among three other 
concessional loan agreements 
for Nepal. The support aims to 
improve green, climate-resilient, 
and inclusive development 
through key policy designs across 
sectors including water, land 
use, climate-smart agriculture, 
sustainable forest management, 
urban waste, and pollution. Private 
sector engagement has also been 
envisioned in the agreement to 
strengthen the activities under 
inclusion in development and 
decision-making. 

Foreign Aid  Commitments 
Increased in Nepal

In the review period, Nepal 
has received foreign aid 
commitments amounting to 
NPR 103.931 billion (USD 809.55 
million), which consists of NPR 
16.441 billion (USD 128.06 million) 
grants and NPR 87.490 billion 
(USD 681.49 million) loans.110 In 
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other words, the share of grants 
in the total aid commitment is 
nearly 15.82% whereas the share 
of loans is 84.18%. 

REMITTANCE

REMITTANCE INFLOWS
AND MIGRANT WORKERS

Increase in the Inflow of 
Remittances  by 16.8% 
Amounting to NPR 281.05 billion

The in The inflow of remittances 
to Nepal increased by 16.8% to 

Figure 5 Annual 
remittance 

inflows to 
Nepal in four 

consecutive FY 
(in NPR million)

 Source: Current 
Macroeconomic and 

Financial Situation of Nepal 
(ending mid-Oct 2022)

Figure 6 Number 
of labour 

approvals within 
the first three 
months of the 

last five FY 
(ending mid-

October) 

 Source: Department of 
Foreign Employment

reach NPR 281.05 billion (USD 2.18 
billion) in the first three months 
of FY 2022/23 compared to a 
decrease of 7.1% in the same 
period previous FY 2021/22.111 

The increase in remittances is 
significant to the amount sent 
home by migrant workers as 
well as the gradual revival of the 
country’s tourism sector. This 
has the potential to ease the 
pressure of depleting foreign 
exchange reserves. 

Given how the remittance amount 
to Nepal has withstood global 

turbulences, the World Bank has 
projected that remittance inflows 
to South Asia would grow by 3.5% 
in 2022, with significant strong 
performances by Nepal (3.6%) 
and India (12%), respectively. For 
Nepal, this projection reveals a 
rise to 22% of the share of GDP. 
The likely increase in remittance 
inflows will majorly be due to 
the rise in vaccination drive, 
removal of travel restrictions in 
Gulf Cooperation Council (GCC) 
countries, strong market support 
policies, increase in the daily 
limit for remittances, provisions 
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for opening foreign currency 
saving accounts, among many 
others.112   A continued surge in 
the upcoming months can likely 
revive the country’s income. 
Figure 5 depicts the trend of 
remittance inflows to Nepal in the 
first three months of the last four 
FYs.

Increase in the Number of 
Migrant Workers Seeking Labor 
Approval
 
The number of Nepali workers, 
including institutional and 
individual (new and legalized) 
workers, taking approval for foreign 
employment stood at 147,932 in 
the first three months of the FY 

2022/22 (ending mid-Oct 2022).113  

The increase signifies a whopping 
123.1% jump in the number of 
workers seeking employment 
abroad as most countries have 
relaxed lockdowns and COVID-19 
restrictions, and are opening 
employment opportunities.

Source: Department of 
Foreign Employment

Table 4 Top 
10 labour 

destinations 
of Nepali 
migrant 

workers in 
the first three 
months of the 

last three FY 

S.N. Country
Three months (ending mid-Oct) Percent Change

2020/21 2021/22R 2022/23P 2021/22 2022/23

Institutional and Individual (New and legalized)

1 UAE 668 6134 11187 818.3 82.4

2 Qatar 185 23338 14539 - -37.7

3 Turkey 165 528 53 220.0 -90.0

4 Saudi Arabia 152 30618 8642 - -71.8

5 Afghanistan 92 125 0 35.9 -100.0

6 Romania 77 1052 2449 - 132.8

7 Maldives 72 435 826 504.2 89.9

8 Poland 36 365 496 913.9 35.9

9 Japan 28 23 934 -17.9 -

10 Oman 26 423 798 - 88.7

Likewise, the number of Nepali 
workers seeking renewed entry 
approvals also increased by 66.2% 
to reach 57,861 in mid-Oct 2022, 
against an increase of 219.7% 
in the previous corresponding 
period.114 Figure 6 shows the data 
on the same.

DESTINATION COUNTRIES

UAE and Qatar are Among the 
Top Destination Countries

From time immemorial, the major 
labour destinations for Nepali 
migrant workers have been the 
GCC countries. It is reported 

that one in every four Nepalis 
has been leaving for Qatar since 
2010.115  In light of this, as per the 
three months of data ending 
mid-Oct 2022, an increasing 
number of Nepali workers sought 
labour approvals for United Arab 
Emirates (UAE), Qatar, and Turkey 
among many others.

Nepali Migrant WorkersFacing 
Dreadful Working Conditions 
in Qatar’s World Cup 2022 
Projects

The FIFA World Cup 2022 
was slated to be played from 
November 20 to December 
18, 2022, in Qatar.116 While this 

was perceived as an opportune 
deal by many migrant workers 
from most of the South Asian 
and African nations around the 
world, the consequences were 
different. The construction 
projects for the World Cup 
left many migrant workers, 
including Nepali migrant workers, 
cheated as they were paid less, 
underwent verbal abuse, contract 
breaches, forced labor in unsafe 
working conditions, wage theft, 
discrimination and many more.117 

As a result, a report has revealed 
that a total of 1,641 Nepali migrant 
workers have died in Qatar and 
the reasons include injuries from 
falls from height, asphyxia from 



NEFPORT ISSUE 51 – DECEMBER 2022 29

hanging, undetermined causes 
of death due to decomposition, 
and acute heart or respiratory 
failure.118 Likewise, 48% of Nepali 
workers have died due to ‘natural 
deaths’ caused by acute heart 
or respiratory failure, followed by 
16% road accidents, 10% suicide, 
10% workplace accidents, 9% 
diseases and the rest due to 
other unreported reasons.119

 
This suggests that effective 
monitoring policies are required 
from both the labor destination as 
well as the GoN. As such, the GoN 
has to implement strict policies 
which also include provisions for 
penalizing recruitment agencies 
which are at fault, while the 
labor destination should be 
more accountable, transparent 

and responsible for its projects 
in which migrant workers are 
involved. 

PLANS AND PROGRAMS 
TARGETED TOWARD 
MIGRANT WORKERS

Nepal Recommended 
Transitioning Away from GCC 
Countries

In the November publication of the 
World Bank titled, ‘Remittances 
Brave Global Headwinds’ which is 
a Migration and Development Brief 
37 focusing on climate migration, 
it has been reported that Nepal 
may be severely affected by the 
higher temperatures that are 
prevalent in the most popular 

labor destinations (i.e., in the 
GCC countries).120 Some of 
these countries include Qatar, 
Saudi Arabia and UAE – all three 
of which lie in the top five labor 
destinations for Nepal migrant 
workers. With the increasing cases 
of rising temperatures worldwide, 
these countries will severely face 
the brunt of it, which directly 
impacts the living and working 
status of migrant workers as the 
demand from migrant workers 
continues to grow. Likewise, with 
the construction projects related 
to the World Cup 2022 coming 
to an end, many workers in Qatar 
may also see their contracts 
ending. In light of this, there is 
a need for the GoN to explore 
other countries where migrant 
labourers can move to. It is 

Types of Loan

Number of Borrowers Outstanding Loan Amount
(in NPR million)

2021 2021 2022 2022 2021 2021 2022 2022

Mid-Jul Mid-
Oct Mid-Jul Mid-

Oct
Mid-
Jul

Mid-
Oct

Mid-
Jul

Mid-
Oct

Project Loan for 
Youth-Returnee 
Migrant Workers

839 928 952 944 598.0 644.7 564.2 530.2
Source: Department of 

Foreign Employment

Table 5  Project 
loan for youth-

returnee migrant 
workers

imperative that the GoN transition 
away from GCC countries and 
instead, place focus on climate-
resilient economies. 

Increase in the Uptake of 
the Youth-Migrant Returnee 
Workers’ Loan

The GoN disperses project loans 
for youth-returnee migrant 
workers. In the review period, 
the number of borrowers stood 
at 944 which is an increase from 
928 borrowers in mid-October 
2021. Likewise, the outstanding 
loan amount stood at NPR 530.2 

million (USD 4.12 million) in mid-
October 2022 which is a decrease 
from NPR 644.7 million (USD 5.02 
million), indicating a positive 
signal for the government on the 
loans disbursed. The same data 
have been presented in Table 5:

Government Reserves

According to the Current 
Macroeconomic and Financial 
Situation ending mid-October 
2022, the gross foreign exchange 
reserves stood at NPR 1.246 
trillion (USD 9.70 billion). This 
depicts a 2.5% increase from NPR 

1.215 trillion (USD 9.46 billion) in 
mid-Oct 2021.121 Out of the total 
reserves, the reserves held by 
the central bank, NRB, increased 
4.3% to NPR 1.101 trillion, whereas 
reserves held by BFIs decreased 
9.3% to NPR 144.62 billion (USD 
1.12 billion) in mid-Oct 2022.
 
According to the central bank, 
existing foreign exchange 
reserves are sufficient to 
support merchandise and 
services imports for 8.3 months 
and prospective merchandise 
imports for 9.6 months, which 
suggests an improving status from 
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Source: Current 
Macroeconomic and 

Financial Situation Update of 
Nepal (ending mid-Oct 2022)

Table 6  Mid-
months’ reserve to 

GDP ratio of the last 
two FY (in %)

 Source: Current 
Macroeconomic and 

Financial Situation Update of 
Nepal (ending mid-Oct 2022)

Figure 7 Gross 
Foreign Exchange 
Reserves of mid-

months of the last 
seven consecutive 

years (in NPR 
trillion)

the last review period where the 
reserves were insufficient to fund 
imports of goods and services 
for even seven months.122 This 
shows that the reserves' ability 
to sustain imports is undergoing 
fluctuations. Furthermore, studies 
and research being conducted 
in this arena suggest that while 
import costs are one of the major 
reasons for this,123  the data on the 
available reserves is questionable 

Particulars
2021 2021 2022 2022 

Mid-Jul Mid-Oct Mid-Jul Mid-Oct

Reserves/GDP  32.7 27.2 25.1 25.7 

The trend of the reserves of the first three mid-months of the last seven fiscal years has been depicted 
in Figure 7.

since a large number of loans are 
still being disbursed by many 
banks and financial institutions. 
Nevertheless, although the level 
of decline is not as severe as it 
was during the 2015 earthquake, 
the situation at this moment 
necessitates policy interventions 
and scrutiny.

Overall, the reserves to GDP 
ratio stood at 25.7% in mid-Oct 

2022 in comparison to 27.2% in 
the corresponding period of the 
previous fiscal year as shown in 
Table 6:

Government Debt

The total outstanding domestic 
debt accumulated by the GoN 
can be divided into treasury 
bills, development bonds, 
citizen saving bonds, foreign 

 Source: Current 
Macroeconomic and 

Financial Situation of Nepal 
(ending mid-Oct 2022)

Table 7 Domestic 
government debt 

of mid-October in 
the last three years 

(in NPR billion)

Particulars
Mid-October

2020/21 2021/22 2022/23

Total Domestic Debt 646.2 771.3 954.5

    a. Nepal Rastra Bank 71.3 60.0 122.5

    b. Commercial Banks 506.289 620.1 731.7

    c. Development Banks 40.712 58.0 67.9

    d. Finance Companies 16.031 20.6 21.003

    e. Others 11.878 12.6 11.3
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employment bonds, and others 
through Nepal Rastra Bank (NRB), 
commercial banks, development 
banks, finance companies, and 
others. In total, the total domestic 
debt stands at NPR 954.4 billion in 
mid-October 2022 in comparison 
to NPR 771.3 billion (USD 6.007 
billion) in mid-October 2022.124 
This indicates a surge of 23.7% 
in the government debt in a year, 
indicating the dismal economic 
situation of the country due to a 
liquidity crunch, increasing trade 
imbalance and depleting foreign 

exchange reserves. Likewise, the 
total external debt reached NPR 
1.027 trillion (USD 7.99 billion) 
(as of mid-July 2022), indicating 
an increase of 10% from the 
previous FY. 

Government Spending 
(Expenditure and Revenue)

According to the Financial 
Comptroller General Office 
(FCGO), the total government 
expenditure and revenue for 
three months of FY 2022/23 

amounted to NPR 278.17 billion 
(USD 2.16 billion) and NPR 
208.58 billion (USD 1.62 billion), 
respectively.125 The expenditure 
and revenue witnessed an 
increase from NPR 234.52 
billion (USD 1.82 billion) and NPR 
255.04 billion (USD 1.98 billion), 
respectively in comparison to 
the corresponding period of the 
previous FY. 
The surge in the expenditure of 
18.6% is greater compared to the 
previous year’s 16.6%. Admittedly, 
the capital, recurrent and financial 

 Source: Current 
Macroeconomic and 

Financial Situation of Nepal 
(ending mid-Oct 2022)

Table 8 
Government 

Spending 
(expenditures and 

revenue) in the first 
three months of FY 

(in NPR billion)

Particulars 2021/22 2022/23

Total expenditure 234.52 278.17

Recurrent expenditure 186.52 223.75

Capital expenditure 14.89 19.68

Financial Management 33.11 34.73

Total revenue 255.04 208.58

Tax revenue 229.08 189.38

Non-tax revenue 25.96 19.20

 Source: Current 
Macroeconomic and 
Financial Situation of 

Nepal (ending mid-Oct 
2022)

Figure 8 Total domestic 
and external debt over 

the last four years (in 
NPR billion)
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 Source: Current 
Macroeconomic and Financial 

Situation of Nepal (ending 
mid-Oct 2022)

Figure 9 
Government 

spending 
(expenditures and 

revenue) growth as 
of mid-October in 

the last seven FY 
(in NPR billion) 90
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Expenditure Revenue*

expenditures of the country have 
all surged by 32.2%, 20% and 
4.9%, respectively. 
In addition to this, revenue 
generation has not been strong 
compared to last year’s 48% 
increase. Instead, it has decreased 
by 18.2% during this review period. 
The tax and non-tax revenue 
collections weakened notably 
by 17.3% and 26%, respectively. 
Considering this, the GoN has 
aimed to collect NPR 1.24 trillion 

(USD 9.8 billion) through tax 
(92%) and non-tax (8%) sources 
in this year’s budget.  

TRADE STATUS

Foreign Trade Scenario

In terms of the foreign trade 
scenario, the total foreign trade 
deficit reached NPR 359.18 billion 
(USD 2.79 billion) during the three 

months of FY 2022/23, indicating 

an increase in trade deficit by 

13.1% against 58.5% in the previous 

year. The share of export and 

import in total trade is 9.4% and 

90.6% in comparison to 23% and 

88%, respectively. This indicates 

a slight decrease in exports and 

an increase in imports. Figure 10 

shows the trend of total foreign 

trade in the last three fiscal years.

 Source:Current 
Macroeconomic and Financial 
Situation of Nepal (ending 

mid-Oct 2022)

Figure 10 Total 
foreign trade 
during three 

months of last four 
FY (in NPR billion) 36

2.
1

32
3.

3

54
3.

6

44
2.

8

300.0

350.0

400.0

450.0

500.0

550.0

600.0

2 0 1 9 / 2 0 2 0 2 0 / 2 1 R 2 0 2 1 / 2 2 R 2 0 2 2 / 2 3 P

FO
RE

IG
N

 T
RA

DE
 (I

N
 N

PR
 B

IL
LI

O
N

)

DURING THREE MONTHS (ENDING MID-OCT) OF FY



NEFPORT ISSUE 51 – DECEMBER 2022 33

Top Imports and Exports 

According to the Current 
Macroeconomic and Financial 
Situation, the merchandise 
exports decreased by 35.7% 
to reach NPR 41.82 billion (USD 
325.75 million) in comparison 
to an increase of 109.5% in the 
corresponding period of FY 
2021/22.126 Elaborating on this, 
the exports to India and China 
decreased by 45.0% and 35%, 
respectively. Contrastingly, 
exports to other countries 
increased by 5%. With this, the 

ratio of exports to India, China and 
other countries stands at 69.3, 
0.4 and 30.3 respectively. Overall, 
the top five export commodities 
were palm oil (19.3%), soyabean 
oil (7.6%), woollen carpet (7.4%), 
polyester yarn and threads 
(6.2%), and jute goods (4.7%).
  
Likewise, according to the same 
report, the merchandise imports 
decreased by 16.2% to reach 
NPR 401 billion (USD 3.12 billion) 
against an increase of 63.7% in FY 
2021/22.127 In the case of imports, 
the imports from India, China, 

In the previous review periods, 
in light of the surging imports 
against a simultaneous rise in 
inflation and depleting reserves, 
the government had formally 
imposed a ban on the import of 
goods, that it considers luxury 
or non-essential, to control the 
situation from worsening. The 
ban came into effect on 26 April 
2022 and was aimed at lasting 
until mid-July 2022 (end of the 
current FY 2021/22).128 The policy 

  Source: Current Macroeconomic 
and Financial Situation of Nepal 

(ending mid-Oct 2022)

Figure 11 Total imports, 
exports, and trade 

balance during three 
months of the last seven 

FY (in NPR billion)

adopted to discourage imports 
through this ban was initially 
met with both criticisms and 
applause. Although a significant 
drop in imports has not yet 
been realized, the import has 
dropped by a notable figure. The 
policies adopted to restore the 
foreign currency reserves, the 
drop in demand due to the rising 
inflation and the rise in domestic 
production could have resulted 
in the notable drop in the imports 

figure.

Considering this, consistency 
in policy formulation and 
implementation, which is 
supplemented by monitoring and 
timely interventions, along with 
strategies focused on increasing 
investments, can further increase 
production and lead to more 
exports. Capacitating the local 
level governments, enforcing rule 
of law, identifying pocket areas of 

and other countries decreased 
marginally by 14.8%, 16.7% and 
19.2% respectively. With this, 
India’s share in total imports 
reached 61% of the total imports 
in the review period, which is 
the highest, against 60% in the 
previous period. Overall, the top 
five imports were petroleum 
products (17.5%), transport 
equipment and parts (4.8%), 
machinery parts (4.4%), medicine 
(3.6%), and crude soyabean oil 
(3.5%). 
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  Source: Current Macroeconomic and 
Financial Situation of Nepal (ending 

mid-Oct 2022)

Figure 12 Total trade 
balance during three 

months of the last seven 
years (in NPR billion)
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Balance of Payment 

As of the twelfth month’s data 
of FY 2022/23 (ending mid-
October 2022), the current 
account remained at a deficit of 
NPR 34.283 billion (USD 267.04 
million) compared to a deficit 
of NPR 149.809 billion (USD 1.16 
billion) in the FY 2021/22.129 On 
the contrary, the Balance of 

Payments (BoP) registered a 
surplus of NPR 12.429 billion (USD 
96.81 million) in the review period, 
whereas there was a surplus of 
NPR 87.707 billion (USD 683.18 
million) in the same period of last 
year.130

The increase in remittances, 
decline in imports and increase 
in Foreign Direct Investment 
(FDI) has resulted in a surplus of 

BoP in the review period, which 
is sufficient to finance imports 
for 8.3 months. The BoP was in 
deficit for the last 14 months.

Figure 13 suggests that the BoP 
is in a weakening condition in 
comparison to the previous year 
despite a surplus.

production and mapping export 
potential are all necessary.

Balance of Trade

Based on the Current 
Macroeconomic and Financial 
Situation of FY 2022/23, the total 
trade balance deficit witnessed 
a 13% increase in FY 2021/22 
in comparison to a decrease 
of 58.3% in the corresponding 

period of the previous fiscal 
year, suggesting a widening trade 
deficit. The total trade balance 
figure stands at a negative NPR 
359.178 billion (USD 2.79 billion) 
because of higher imports than 
exports. 

Given how the trade balance 
deficit has been increasing by 
multifold every review period, it 
is imperative to re-strategize on 

increasing domestic production 
and promoting export-oriented 
industries. The budget for FY 
2022/23, which had targeted to 
launch of the ‘Prime Minister’s 
Nepali Production and Promotion 
Program’ to restore the trade 
balance in the upcoming five 
years should be prioritized. 
Likewise, other similar policies 
can be enforced timely.
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  Source: Current Macroeconomic 
and Financial Situation of Nepal 

(ending mid-Oct 2022)

Figure 13 Balance of 
payment trend of mid-
Oct over the last six FY 

(in NPR billion)

Exchange Rate Fluctuations

Nepali currency visa-a-vis the 
USD depreciated 3.01% in mid-
Oct 2022, against depreciation 
of 0.90% in mid-Oct 2022.131 
Amid such fluctuations with 
the USD, the devaluation of the 

Nepali currency to the US dollar 
has caused the imports of the 
country to be expensive as the 
buying exchange rater per USD 
has reached NPR 131.47 (USD 1) in 
mid-October 2022 (a significant 
increase from NPR 121.51 (USD 
0.94) in mid-July 2022). It has 

also played a significant role 
in exacerbating the inflation 
surge in the country. The figure 
below shows the exchange rate 
fluctuations that have occurred 
in the last six FY.

Gold/silver Updates

The import of gold increased 
from NPR 11.126 billion (USD 
86.66 million) in 2021/22 to NPR 
11.576 billion (USD 90.16 million) 
in 2022/23, indicating a surge 
in imports by 4%. The share of 
gold imports in total imports is 
2.9% which signifies its growing 
significance in the Nepali 

  Source: Current Macroeconomic 
and Financial Situation of Nepal 

(ending mid-Oct 2022)

Figure 14 Exchange rate 
fluctuations in mid-

October of the last six FY

market.132 It also falls under the 
top 10 commodities that Nepal 
imports. 

Likewise, the import of silver falls 
to one of the most importing 
countries from China. Its import 
volume also decreased from 
NPR 2.026 billion (USD 15.71 
million) to NPR 71.7 million (USD 
0.55 million) in the same period, 

indicating a decline of 96.5%. 

Besides, silverware and pieces 

of jewellery also come under the 

top 20 commodities that Nepal 

exports and the exports for these 

decreased by 53.3% in mid-Oct 

2022 against an increase of 

161.7% in mid-Oct 2021.133
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Outlook
The growth and stability of macroeconomic indicators are unquestionably imperative for Nepal. 
The ongoing vaccination drive against COVID-19, strong domestic demand, and investment-friendly 
policies have driven growth to some extent in the review period. 

The luxury goods import ban strategy implemented during the previous review period has proved 
to be a good strategy as the import volume subsided in this review period. Additionally, the BoP 
deficit and corresponding trade balance have both improved. However, experts have noted that 
there may also be risks to the growth brought about by restricting imports. As a result, the current 
situation necessitates consistency in policy-making, implementation, and monitoring as well as an 
effort to increase domestic production. For this reason, as well as to prevent consumer prices and 
inflation from soaring even further, monetary policy should continue on its current course to restore 
price stability, and fiscal policy should work to reduce cost-of-living pressures while maintaining a 
sufficiently tight stance in line with monetary policy.

Likewise, remittances in Nepal, as captured by the review period, is significant for the country. The 
demand for employment from Nepali migrant workers will rise as cases of inadequate employment 
opportunities in Nepal, precarious working conditions in GCC labor destinations, rising temperatures, 
a lack of policies to create an enabling environment for the labor workers, and other factors become 
more severe. Hence, strategic planning is required to identify more suitable labor destinations. 

Overall, from a deeper analytical level, the macroeconomic indicators appear bleak. Under such 
dwindling  conditions, long-term strategic development and investments will inevitably delay. 
Therefore, cooperation at both multilateral and bilateral level is required to expedite the process 
of establishing labor agreements and enhancing structural reforms needed to ease supply chain 
constraints to boost trade.
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PRODUCTION UPDATES

Low Paddy Production puts 
pressure on the economy

After taking a hit in the previous 
year, the production of paddy 
has worsened in the current 
fiscal year. Nepal witnessed the 
lowest production in the past 
five years.157 Major reasons for a 
poor harvest of paddy include 
unseasonal rains, unavailability of 
necessary fertilizers and climate 
disasters such as landslides 
and heat waves.158 Production 
of paddy contributes 7% to the 
Gross Domestic Product (GDP) 
of Nepal. The incomes of paddy-
producing farmers are also 
expected to fall due to damage 
to their crops. Following the trend 
of the previous year, the import 
of paddy is deemed to rise in 
the current fiscal year to fulfil the 
gap in demand and supply within 
the economy. Considering the 
high prices of food grain in the 

Shortage of chemical fertilizer during the plantation period 
compounding with seasonal drought and frequent heat 
waves worsened the production of paddy in this fiscal year. 
Meanwhile, India imposed export tariff of 20% on various 
varieties of rice, causing fear of food insecurity in Nepal. As 
per the Global Hunger Index 2022, Nepal ranks 81st among 
121 countries with a score of 19.1, falling between moderate 
and serious level of hunger. Due to reliance on agricultural 
products for import, the government has pledged to invest 
NPR 10 billion (USD 78 million) in the agriculture sector to 
support farmers and provide required resources in time.

Agriculture  
and Livestock

international market, increasing 
reliance on imports will exert 
upward pressure on the price of 
rice. 

INPUT UPDATES

Fortified rice to be produced to 
fight malnutrition

Nepal ranks 81st out of 121 countries 
in the Global Hunger Index 2022, 
with a score of 19.1. A score of 
19.1 indicates that the country 
is on the borderline between a 
moderate and serious level of 
hunger.159 A Memorandum of 
Understanding has been signed 
between the Ministry of Industry, 
Commerce and Supplies, the 
Ministry of Health and Population, 
and the Department of Food 
Technology and Quality Control 
to enhance the standard of 
fortified rice, especially targeting 
malnourished women and 
children. Fortified rice is made 
up of micronutrients like iron, 

FACTSHEET

Agriculture sector
contribution to 
GDP

23.9%134

The growth rate for 
agriculture 2.3% 135

GDP of the 
agriculture sector NPR 98.32 trillion 136

Food and Beverage 
CPI May/June 8.05 % 137

Price increase of 
ghee and oil 7.89%138

Price increase of 
milk products and 
eggs

9.45% 139

Price increase 
of Pulses and 
Legumes

5.92%140

Price increase of 
vegetables 3.62%141

Price increase of 
Cereal grains and 
their products

8.19%142

Outstanding credit 
outflow for FY 
2021/2022

NPR 392.1 Billion143

Top 4 agricultural 
commodities 
imports (in NPR)
Based on the First 
Four of FY 2079/80 
(Mid July 2022 
to Mid November 
2022)

Crude Soybean oil 
(18.29 billion)144

Apple (2.8 billion)145

Crude Palm oil 
(12.87 billion)146

Dried Lentils (1.4 
billion)147

Semi/wholly milled 
rice (1.3 billion)148

Top 4 agricultural 
commodities 
exports (in NPR)
Based on the First 
Four of FY 2079/80 
(Mid July 2022 
to Mid November 
2022))

Soybean Oil (5.3 
billion)149

Palm Oil (1.4 
billion)150

Cardamom (1.9 
billion)151

Black Tea (1.7 
billion)152

Top 4 commodities 
imported
Based on the First 
Four of FY 2079/80 
(Mid July 2022 
to Mid November 
2022)

Diesel (44.28 
billion)153

Petrol (23.69 
billion)154

Liquified Petroleum 
Gas (19.64 billion)155

Smartphones (10.10 
billion)156
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folic acid and vitamin B12. The 
rice has already started to be 
distributed in Karnali and the Far- 
Western region of Nepal under 
the “Improve Nutrition” project 
by the World Food Programme. 
In Rajapur and Janakpur, the 
Food Management and Trading 
Company will produce fortified 
rice with government subsidies 
by following the standards of 
fortified rice.160

MARKET UPDATES

India increases export tariff on 
rice

India imposed a high export tariff 
on rice as it aimed to secure its 
domestic economy from high 
international prices. The Indian 
government imposed an export 
tariff of 20% on various varieties 
of rice except for parboiled and 
basmati rice. The high tax came 
into effect on September 9, 
2022, and will be put in place 
until further notice. Considering 
the poor harvest of paddy in 
the current fiscal year, a lift on 
export tariff can lead to negative 
consequences in the domestic 
economy of Nepal as high 
imports will cause the price of 
the necessary commodities to 
rise. Earlier, India had banned the 
export of rice to the international 
market in a bid to insulate its 
economy from high international 
prices caused by the disruption 
of supply due to the war in 
Ukraine. However, the Indian 
government allowed the export 
of 600,000161 tons of rice to 
Nepal as Nepal has long relied 
on Indian rice. The import of rice 
has been increasing in the past 

and had reached 546,000 tons 
in 2021.

India lifts ban on Nepali tea

The 11-month ban on blending 
Darjeeling tea with other Nepali 
tea has finally been lifted. Nepal’s 
NPR 5 billion (USD 41 million) tea 
sector was badly hit as shipments 
plunged after India issued the 
restriction last November in a bid 
to protect its domestic industry. 
Even though Indian tea producers 
can mix Nepali tea with their 
products, they are not allowed 
to use the name “Darjeeling”, on 
the mixture. Nepal exports 90% 
of its orthodox tea and 50% of 
its crush, tear and curl (CTC) 
tea to India. According to the 
Agriculture Ministry’s statistics, 
Nepal shipped 12,494 tons of 
tea worth NPR 3.43 billion (USD 
267 million) in the last fiscal year 
ended July 16, 2022.162

EXPORT AND IMPORT OF 
AGRO-COMMODITIES

Nepal to import 600,000 tons 
of un-milled rice from India

The Government of India has 
permitted the duty-free export 
of rice to Nepal in a move to help 
Nepal maintain food security.163 
India had banned the export of 
broken rice and imposed a 20% 
duty on exports of various grades 
of rice earlier in September as 
it sought to boost domestic 
supply.164 India accounts for 
more than 40% of global rice 
shipments, competing with 
Thailand, Vietnam, Pakistan and 
Myanmar. India has now allowed 
the export of white and brown 

rice backed by letters of credit 
(LoC) issued before September 9 
to be shipped overseas.165

Food and Beverage Prices (CPI 
and WPI)

The year-on-year consumer 
price index for Food and 
Beverage by mid-October 2022 
is at 8.05%. Consumer Price 
Index (CPI) for fruits increased 
to 12.06%, alcoholic drinks to 
10.24%, milk products and eggs 
to 9.45% and tobacco products 
to 8.44%.166 Whereas, the year-
on-year wholesale price inflation 
decreased from 14.77% in June to 
13.73% during the review month 
of October. In the last fiscal year 
20/21, the year-on-year whole 
price inflation in the month 
of October stood at 3.83%.167 

The increase in the price of 
necessary commodities is due 
to the depreciation of the Nepali 
Rupee against the convertible 
currencies combined with 
low export and moderation in 
remittance growth for the Fiscal 
year 21/22.

LIVESTOCK UPDATES

Vaccine trial starts for highly 
contagious cattle disease

The first outbreak of lumpy 
skin disease was first seen in 
Morang on June 24, 2020. As of 
November 25 2022, the lumpy 
skin disease has already spread 
to 31 districts, killing 463 cattle 
and infecting 27,816 in the last two 
years. Lumpy Skin disease is an 
infectious disease that primarily 
affects cattle and mainly spreads 
through blood-sucking vectors 
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– mosquitoes, mites and ticks. 
Vaccine trials have been initiated 
to test its effectiveness. As 
per veterinarians, the infected 
cattle may suffer from acute 
fever, discharge from the eyes 
and nose, salivation, and soft 
blister-like nodules all over the 
body.168 The latest cases of 
infection were reported in April 
2022 in the Morang district of 
province 1, reported by officials 
at the Department of Livestock 
Services. The Southern neighbour 
has also witnessed an outbreak 
of the lumpy skin disease.

New Act introduced to 
promote the livestock service 
business

The Ministry of Agriculture and 
Livestock has introduced the 
Animal Health and Livestock 
Service Entrepreneurs Council 
Act 2022. The act aims to operate 
livestock’s health and associated 
business in a systematic and 
dignified manner. The act 
proposes the establishment of 
an 18-member Animal Health and 
Livestock Service Entrepreneurs’ 
Council. To maintain the quality 
of livestock care, entrepreneurs 
will have to pass an exam to 
obtain a license to run a livestock 
business. This will restrict 
individuals from carrying out 

the livestock service business 
without getting registered with 
the council. The act has also 
proposed that animal health and 
livestock service entrepreneurs 
will be categorized into four 
classes - A, B, C, and D according 
to their educational qualifications 
and work experience.169

GOVERNMENT PLANS UPDATES

Government to boost 
investment in agriculture 

Due to increased reliance 
on the import of agricultural 
commodities in Nepal, the 
government has pledged to 
invest NPR 10 billion (USD 78 
million) in the agriculture sector. 
Recently, the Government of 
Nepal prepared to invest around 
NPR 10 Billion (USD 78 million) at 
the local and provincial levels to 
increase agricultural production. 
The budget is prioritized as 
per the production of paddy, 
potatoes, vegetables, fish, meat, 
milk, irrigation and construction of 
agricultural markets. The Ministry 
of Agriculture and Livestock has 
allocated NPR 10 million (USD 
0.078 million) for the production 
of vegetables, NPR 750,000 (USD 
5,842) for potatoes and NPR 
620,000 (USD 4,830) for meat 
production aiming to achieve 

self-sufficiency.170

ADB to invest in the 
horticulture Industry

The Asian Development Bank 
(ADB) plans to provide the 
Government of Nepal with USD 
70 million in support to revive 
horticulture farming in the hilly 
areas of Nepal. The investment 
further aims to enable the 
retention of Nepal’s young 
population in the agriculture 
sector by improving commercial 
agriculture in Nepal. This project’s 
main objective is to improve 
the institutional capacity for 
nursery and horticulture sector 
management. ADB through this 
project envisions to address 
potential food security in Nepal 
by boosting the productivity 
of 30,000 farmer’s households 
across Nepal through the 
development of around 10,000 
hectares of climate-resilient 
fruits and nut orchards.171 ADB’S 
financing comprises of USD 
60 million (NPR 7.70 billion) 
concessional loan and a USD 10 
million (NPR 1.28 billion) grant 
from the Asian Development 
Fund. Moreover, the Government 
of Nepal is also investing USD 
14.5 Million (NPR 1.8 billion) in the 
project.172

The dependency on chemical fertilizers of Nepali farmers is increasing and the timely availability of the 
fertilizers is one of the main challenges for the government. The current method of agriculture requires a 
high dose of expensive chemical inputs, often imported in the case of Nepal, which may not be suitable 
for sustained production and the conservation of resources. Nepal could benefit from producing food from 
sustainable farming methods that use less or no chemicals, as these could fetch higher prices or attract 
tourists and visitors. The government has pledged to invest in the agricultural sector, to make Nepal self-
sufficient in the coming days.

Outlook
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The import of agricultural products is anticipated to rise in the upcoming quarter as adverse climatic change 
and a fertilizer shortage have a negative impact on the production of important crops including paddy, wheat, 
and mustard. As the nation is reopening its sector and demand will rise for vegetables, it is also anticipated 
that vegetable prices will climb. The price of agriculturally based commodities is anticipated to increase in 
the upcoming quarter as a result of the depreciation of the Nepali rupee against convertible currencies.
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FACTSHEET 

Total Petroleum product imports (1st 
Quarter of FY 2022/23

NPR 70.36 billion(USD 547.31 
million)173

Peak energy consumption

1747.53 MW174

Total installed capacity

2190 MW175

Population with access to 
electricity 

93%176

Power generation from hydropower

2081177

Total capacity of hydropower 
projects under construction

487 MW

Power generation from solar plants

54.8 MW178

Transmission line construction

5431.6 km179

Total domestic energy 
consumption

8,823 GWh

Nepal's electricity production stands at 2,190 MW as of mid-
July 2022, up from 1451 MW the previous year. This comprises 
of 2,081.8 MW of hydroelectricity, 54.8 MW of solar power, 
and 53.4 MW produced by thermal plants. Construction of 
several new hydropower and solar power projects has also 
been initiated during the review period. Similarly, the Nepal 
Electricity Authority’s (NEA) Electrification Statistics Report 
suggests that 92.51% of the country’s population now has 
access to electricity. Meanwhile, the price of petroleum 
products remain high due to Nepal Oil Corporation’s refusal 
to reduce fuel prices. In regards to the environment, the 
Bagmati River Basin Improvement Project (BRBIP), which 
aims to rejuvenate the Bagmati river is nearing completion. 
Meanwhile, the Kathmandu Water Supply Authority’s project 
to build wastewater treatment plants in the valley has come 
to a halt.

Energy and 
Environment

POLLUTION AND EMISSIONS

Wastewater Treatment  
plant Construction Contract 
Terminated

On January 26, 2017, the 
Kathmandu Upatyaka Khanaepani 
Limited (KUKL), the water supply 
authority for the Kathmandu 
Valley, and Shanghai-based 
SafBon Water Service (Holding) 
Inc. signed a contract for the 
development of wastewater 
treatment facilities in the valley. 
The construction of treatment 
plants with a capacity to treat 
68.7 million litres of wastewater 
per day was supposed to be 
completed within 2.5 years.  
As per the contract, facilities 

were to be built in Sallaghari 
of Bhaktapur and Kodku and 
Dhobighat of Lalitpur.180 However, 
the NPR 3.29 billion (USD 25.63 
million) contract with SafBon 
was terminated by KUKL in 
September 2022 since the 
Chinese company failed to carry 
out the project following the 
agreement and failed to finish 
the work within the allotted five 
years. The KUKL stated that the 
company failed to deliver despite 
extending the deadline five times. 
Until the KUKL publishes another 
procurement notice and selects 
a different company to finish the 
project, the construction of the 
treatment plants may be stuck in 
limbo.

Investment Board of Nepal to 
Conduct a Feasibility Study for 
Electric Bus Service 

The IBN has issued a request for 
expressions of interest from firms 
that are interested in carrying out 
a feasibility study for the Electric 
Bus Rapid Transit (eBRT) project 
on the Kathmandu Valley's Ring 
Road. The chosen firm is required 
to complete the feasibility study 
within 18 months from the date 
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of the contract being signed. The 
government has designated one 
lane of the Ring Road, which is 
currently being extended, for the 
use of electric buses. The project 
will be built by the IBN using 
a public-private partnership 
model, where the private sector 
will have the responsibility of 
building modern bus terminals 
and stops, and other features 
including smart ticketing. The 
infrastructure is expected to 
cost USD 153 million (NPR 19.64 
billion) under the BOOT (Build, 
Own Operate, and Transfer) 
model, according to the pre-
feasibility study.182 To effectively 
manage public transportation 
in the Kathmandu valley and cut 
emissions, the eBRT project would 
be a wonderful place to start. 
However, for the government to 
properly carry out the project, 
it must garner the support of all 
public transportation providers 
and push them to make electric 
vehicle (EV) investments. 
Currently, investment in 
this crucial sector is being 
restricted by fluctuating tax 
regulations regarding EVs and a 
lack of regulations supporting 
the electrification of public 
transportation.183

Documentary on climate  
Impacts in Nepal Screened
at COP27

A video on Nepal's experience 
with the effects of climate 
change titled “Women's Voice 
from the Himalayas” was 
screened at the UNFCCC's 27th 
Conference of Parties (COP27). 
The documentary created by 
the "Saath Sathe Foundation" 
was showcased on October 
9, 2022, the fourth day of the 
conference, that was put on by 

Rural Reconstruction Nepal and 
the Sustainable Development 
Institute. The President of 
the Nepal Press Council, Mr 
Balkrishna Basnet, was the writer 
and director for the documentary. 
The effects of climate change on 
women and children have been 
highlighted in the documentary, 
particularly the role of women's 
cooperatives in climate financing 
in the Himalayan region. The 
documentary's goal, according to 
the Foundation's president Prajita 
Karki, is to alert relevant national 
and international organizations 
to the implementation of the 
Kalapathar Manifesto.184 The 
Kalapathar Manifesto is a 
10-point declaration that was 
issued in Kalapathar of the Mount 
Everest region in March of 2022 
to draw the world’s attention to 
the effects of climate change.185 

PROJECTS AND PROGRAM

Bagmati River Basin  
RImprovement Project  (BRBIP) 
is Near Completion

The Bagmati River Basin 
Improvement Project (BRBIP), 
which aims to clean and revive 
the Bagmati river that runs 
through Kathmandu valley, is 
98% complete as per BRBIP 
officials. The Dhap dam, which 
has been under construction on 
top of the Mulkharka village on 
the northwest peak of the valley 
since 2015, will release water into 
the Bagmati river for eight months 
of the dry season at a rate of 40 
litres per second. The 24-meter-
high dam will have the capacity 
to hold 861,000 cubic meters 
of water. Water from various 
watersheds as well as rainfall will 
be collected in the dam, which 
will be released into the Bagmati 

in the dry season. This artificial 
lake's development is expected 
to cost NPR 450 million (USD 3.51 
million).186 

Nepal to Hold Ambassadors-
level climate Change  
Conference in December

On the occasion of International 
Mountain Day 2022 on December 
11, Nepal will be hosting a 
conference of ambassadors and 
stakeholders from mountain 
countries with a focus on 
reducing the risk of climate 
change. The event, which aims 
to raise awareness of the effects 
of climate change on mountain 
nations, is anticipated to host 
ambassadors and climate experts 
from 20 different countries. The 
event will serve as a warm-up for 
the Mountain Advocacy Summit, 
which will be held in Mustang in 
March 2023 and will focus on the 
effects of climate change in the 
high hills. Both resident and non-
resident ambassadors to Nepal 
from mountainous countries are 
expected to participate in the 
event.187

HYDROPOWER

Bangladesh to Import 50 MW of 
Electricity from Nepal

Bangladesh has expressed 
its readiness to import 50 
MW of electricity from Nepal. 
Bangladesh has already agreed 
to buy 9,000 MW of electricity 
overall by 2040. Bangladesh 
has committed to purchase 
500 MW of electricity from 
the Upper Karnali Hydropower 
Project, being constructed by the 
Indian firm, Grandhi Mallikarjuna 
Rao (GMR).188 According to a 
senior official at the Ministry of 
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Energy, Water Resources and 
Irrigation, Nepal has informed 
India of the agreement it struck 
with Bangladesh, and has 
requested a trilateral power 
trade arrangement. However, no 
response has yet been received 
from the Indian side. Nepal 
and Bangladesh plan to trade 
power using the Baharampur-
Bheramara cross-border 
transmission line, which links 
India and Bangladesh.189 Given 
that Nepal produces surplus 
energy during the wet seasons, 
exporting energy to Bangladesh 
during the surplus period would 
allow Nepal to reduce its trade 
deficit and balance of payment 
as well.

Nepal to get 262.8 MW Free 
Electricity from West Seti and 
Seti River-6 Projects

The Memorandum of 
Understanding (MoU) for the 
development of the 450 MW 
Seti River-6 hydropower project 
and the 750 MW West Seti 
hydroelectric project has been 
signed between India's National 
Hydroelectric Power Corporation 
(NHPC) Limited and IBN.190 
The estimated cost of the two 
projects is USD 2.4 billion (NPR 
308.11 billion). Nepal will get 21.9% 
free electricity from West Seti 
and SR-6 Hydropower Projects. 
As per the MoU signed by the IBN 
and NHPC, Nepal will get 262.8 
MW of free electricity when 
these two projects with a total 
capacity of 1,200 MW are fully 
operational.191

Survey License Provided for 
the Upper Marshyangdi – 2 
Hydropower Project 

Himtal Hydropower Company has 

been given the survey license for 
the 327 MW Upper Marsyangdi-2 
Hydroelectric Project (UM2HP) 
by the IBN. The company and the 
IBN signed an MoU on August 31 
2022. Based on the MoU, IBN has 
ordered the company to produce 
the detailed project report within 
the allotted period. The UM2HP 
is a high-head, peaking run of a 
river-type project located in the 
Manang and Lamjung districts 
of the Gandaki Province within 
the Annapurna Conservation 
Area. The catchment area of 
the project is 2,268 sq. km and 
the proposed project's dam site 
will be roughly 2 km upstream 
of the Tal village. The project is 
estimated to produce 1,934 GWh 
of power yearly and is expected 
to cost USD 647.1 million (NRP 83 
billion).192

Nepal Electricity Authority to 
Modernize Gandak Hydropower 
Plant

The 15 MW Gandak Hydropower 
Station in Nawalparasi's 
Pratappur Rural Municipality-7, 
one of the oldest hydropower 
plants in Nepal, is slated for 
renovation and modernization 
by NEA. Since the governor 
system, breakers, and other 
electromechanical equipment, 
including the turbines, were no 
longer fully functional, NEA plans 
to repair the plant by restoring 
and replacing the old equipment. 
One of the two canals that India 
has been utilizing to irrigate its 
land in Uttar Pradesh is used by 
the plant to produce energy. The 
project was built in 1979 with the 
help of India as per the Gandak 
Treaty signed between the two 
countries.193 The plant produces 
electricity from one of the 
two canals that India has been 

using to irrigate its land in Uttar 
Pradesh. The rehabilitation is 
estimated to cost around NPR 42 
million (USD 327.15 thousand).194

TRADITIONAL ENERGY

NOC Refuses to Slash Prices of 
Petroleum Products

Nepal Oil Corporation (NOC) 
refused to lower the price of 
petroleum products, citing 
its outstanding debts to the 
government and the Indian 
Oil Corporation (IOC). Despite 
making minor profits from the 
sale of petroleum products for 
the previous month, the state-
owned oil monopoly refused 
to revise the fuel pricing, 
according to a press release 
issued on November 3, 2022. 
The NOC claims that it owes the 
government and the IOC a total 
of NPR 29.11 billion (USD 226.75 
million). As per the recently 
obtained price lists from the IOC, 
the cost of petrol increased by 61 
paise (USD 0.004) per litre, diesel 
climbed by NPR 5.76 (USD 0.045) 
per litre, kerosene went up by 
NPR 4.01 (USD 0.03) per litre, and 
aviation fuel increased by NPR 
4.77 (USD 0.04) per litre. At the 
new price rates, NOC would face 
a loss of NPR 228.84 (USD 1.78) 
per cylinder in cooking gas and 
NPR 12.14 (USD 0.09) per litre in 
diesel.195 

RENEWABLE ENERGY

Nepal's Largest Solar Plant 
Connected with the National 
Grid

The 25 MW plant in Nuwakot, 
which is the largest solar power 
plant in Nepal, has come into 
operation in September 2022. The 
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World Bank and the Government 
of Nepal reached an agreement 
in February 2015 to provide the 
government with USD 130 million 
(NPR 16.69 billion) to develop solar 
power plants across the country. 
Of that sum, USD 37 million 
(NPR 4.75 billion) was set up for 
the construction of solar power 
plants in the Nuwakot district's 
Devighat and Trishuli. According 
to Bikash Raghubanshi, project 
chief, the power generated from 
the project has been connected 
to the national transmission 
line through the Devighat 
Hydropower Centre in Bidur, 
Nuwakot. Raghubanshi claims 
that the 25-hectare project can 
produce electricity for more than 
five hours. The solar power plant 
will be used during the day to 
produce electricity while other 
hydropower units in Nuwakot will 
supply energy during peak hours 
in the evening and morning in 
Kathmandu.196

6.8 MW Solar Plant to be 
Installed in Morang

A 6.8 MW solar power project 
in the Budhigandaki Rural 
Municipality of Morang, 
Hattimudha, is being constructed 
by the GI Solar Company. The 
project is estimated to cost 
NPR 580 million (USD 4.52 
million), or NPR 85 million (USD 
662 thousand) per megawatt, 
according to the investment plan. 
The electricity generated will be 
linked to the Nepal Electricity 
Authority's substation at Duhabi. 
To transport the generated 
electricity, the private company 
will extend the necessary 
transmission line, which will 
have an overall length of 5 km. 
According to the contractor 

company, Kushal Power Projects 
Pvt. Ltd., the solar power project 
will start generating electricity by 
mid-December 2022.197

NEW DEVELOPMENTS

Electricity Exports to India 
Surges

Over NPR 7.19 billion (USD 56 
million) worth of electricity was 
exported to India from Nepal 
between early June and mid-
September 2022. The NEA aims 
to export electricity worth NPR 16 
billion (USD 124.63 million) in the 
current FY 2022/23 and NPR 30 
billion (USD 233.68 million) in the 
following fiscal year. According 
to the NEA, 787.8 million units of 
electricity were sold overall over 
the four months at an average 
price of NPR 9.23 (USD 0.07) per 
unit. Similarly, power worth NPR 
4.42 billion (USD 34.43 million) 
was exported in the first two 
months of FY 2022/23. The NEA 
has been permitted to export up 
to 364 MW to India via the India 
Energy Exchange Limited. Rising 
revenue from energy exports 
has assisted Nepal in keeping its 
foreign exchange reserves at a 
sufficient level and reducing its 
trade deficit with India.198

NEA Manages to Fully Electrify 
476 Local Bodies Across Nepal

A total of 476 of the 753 local 
bodies have full electrification, 
while 242 have partial 
electrification. The Electrification 
Statistics 2022 report produced 
by the NEA estimates that 92.51% 
of the population has access to 
power. 92.37% of the population 
gained access to electricity via 
the national grid, while 0.14% had 

access from sources other than 
the grid. The provinces with the 
highest and lowest electrification 
rates, respectively are Madhesh 
(99.95%) and Karnali (56.79%). 
Similarly, 91.23% of Province 1, 
97.47% of Bagmati, 97.76% of 
Gandaki, 96.73% of Lumbini, 
and 78.85% of Sudurpaschim 
Province have access to 
electricity. 42 of the 77 districts 
have complete electrification.199 

Increasing access to electricity 
has been a key agenda for the 
federal government as well as 
the major political parties of 
Nepal. The manifestos of all 
major political parties for the 
federal and provincial assembly 
elections also included agendas 
to boost the consumption of 
electricity in Nepali households. 
Therefore, it can be presumed 
that the new government that 
would be formed would move 
forward with these agenda.

Five Companies Propose to Sell 
Power to NEA for the Winter 
Season

Nepal depends on electricity 
from India during the dry season 
(December to May) to fulfil 
the increased demand when 
domestic power plants are unable 
to generate enough electricity. 
The NEA has been planning to 
purchase power from the Indian 
market under a six-month 
contract in addition to continuing 
to purchase electricity from the 
day-ahead market, where prices 
for the following day are set the 
day before and the electricity 
is sold daily at various rates.200 

The NEA stated in a tender 
notice on September 9, 2022 
that it would purchase up to 365 
MW from Indian power traders 
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With the start of the dry season, electricity production from the run of river hydropower projects 
can be expected to decrease in the upcoming quarter. The NEA would have to import power from 
the Indian power market at relatively high prices to meet the increasing demand, with peak domestic 
consumption standing at 1747.53 MW at the end of FY 2021/22. Similarly, the upcoming quarter 
would see decreased electricity exports to India. While the nation's capability to generate power has 
been steadily improving thanks to the construction of new plants, attention should also be paid to 
increasing domestic electricity consumption and lowering reliance on fossil fuels. The promotion of 
EVs and induction stoves should be given high priority by all sectors, wherever reasonably possible, 
as well as government initiatives to lower taxes on them, to support the government's goal to attain 
zero emissions by 2045.

Outlook

  Source: NEA Annual Report 2021/22

Figure 15 Province-
wise percentage of the 

population with access to 
electricity)

between December 1, 2022, 
and May 31, 2023. According to 
the bid document, the power 
utility intends to purchase 265 
MW from December of this 
year through February of next 
year and 365 MW from March 

through May of 2023. It intends 
to purchase 65 MW through the 
Tanakpur delivery point over six 
months, 200 MW through the 
Muzaffarpur delivery point from 
December to February, and 300 
MW from March to May. However, 

the plan for the long-term 
power deal may be difficult to 
materialize as the NEA believes 
the cost provided by the Indian 
sellers is higher than expected. 201
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During the review period, Nepal has made plans for 
future infrastructure developments, but also suffered 
from many existing projects lagging in progress. Multiple 
projects are yet to even be half-completed despite 
having fast-approaching deadlines, and/or some having 
even passed the deadline. Nepal has opened its second 
international airport the Gautam Buddha International 
Airport and is making attempts to expand its operations. 
Further, the country has also introduced new provisions 
for land regulations.

Infrastructure 
and Real Estate

FACTSHEET

FY 2021/22 up to mid-November 
2022

Total Length of Road

64,617 km202

New road constructed 

33,871 km203

Total number of bridges 
Constructed

80204

Construction of Railway

56 km205

CNI concludes infrastructure 
submit 

The Confederation of Nepalese 
Industries (CNI), organized 
Nepal Infrastructure Summit 
on September 8 and 9, 2022. 

Table 9 List of 
Projects as per 

province

Source: Nepal 
Infrastructure Summit 

2022207

Province Key Infrastructure Projects

Province 1
Koshi Highway Project

Upper Arun Hydropower Project

Province 2 Nijgadh International Airport

Province 3

Melamchi Drinking Water Project

Upper Tamakoshi Hydropower Project

Kathmandu Terai Madhesh Fast-track project

Province 4 Budhigandaki Reservoir Hydropower Project

Province 5

Gautam Buddha International Airport Project

Sikta Irrigation Project

Babai Irrigation Project ikta Irrigation Project

Province 6 Bheri – Babai Diversion Multipurpose Project

Province 7 Rani Jamara Kulariya Irrigation Project

West Seti Hydropower Project

According to a press release by 
CNI, the summit was focused 
on identifying the main hurdles 
of infrastructures like transport, 
energy, urban development, 
drinking water and sanitation. 
Likewise, the summit prioritized 

the growth of the private sector 
focusing on the maint agendas 
of the Sustainable Development 
Goals.206 The list of key 
infrastructure projects along with 
the provinces is summarized in 
the table below.
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New provision to reduce land 
plotting 

The government implemented 
land use regulations from June 
6, 2022. In the rule, the land must 
be classified into 10 types and if 
a new plotting has to be made, 
a mandatory recommendation 
from the local level government 
has to be implemented. Although 
most of the local levels have not 
classified the land yet, there has 
been a decrease in the new land 
plotting. As a result, the revenue 
collected from the real estate 
business has been reduced by 
62.63%. The department states 
that compared to July, August 
and October of 2021, the revenue 
collection has decreased by NPR 
14.86 billion (USD 0.115 billion)  
in July, August and October of 
2022.208

MOU signed between Nepal 
and China

A Memorandum of Understanding 
(MoU) has been signed between 
the Government of Nepal and the 
China International Development 
Cooperation Agency. The MoU 
aims to strengthen economic 
and technological cooperation 
between China and Nepal. The 
new grant is in addition to the 
grant announced by Chinese 
President, Xi Jinping in Nepal 
in 2019. The projects under 
consideration are the second 
phase of Ring Road expansion, 
the Tokha – Chhahare tunnel, 
Syabrubesi – Kerung road 
expansion and the construction 
of a new wing of the Bir Hospital 
in Bhaktapur. Additionally, 
reconstruction of Basantapur 
Durbar, Nuwakot Durbar, a dry 
port on the Nepal- China border, 

upgrade of the Kodari Highway 
as well as feasibility study for 
the Nepal- China crosses border 
railway project are also under 
consideration.209

Many bridges along 160 km 
BP Highway have fallen into 
disrepair

Despite being the busiest 
highway road, BP highway road 
linking Kathmandu with Terai 
needs to be attended to as many 
bridges on the route are in a sorry 
state. The untimely maintenance 
attributed to the bad condition of 
bridges on the highway resulting 
from recurring floods, landslides, 
and soil erosion. The year-round 
high volume of traffic on the 
roadway is one of the primary 
causes of construction delays. 
The BP highway road project 
failed to protect the bridges 
from floods and soil erosion. 
The bridges were built by the 
Japanese government and it was 
expected that the lifespan of the 
bridges will be 50 years. Due to 
a lack of timely maintenance and 
repair work, the bridges are in a 
miserable condition and have 
become accident-prone.210

Jet boat service operates in 
Saptakoshi

During winter, three long-
distance and four short-distance 
jet boats have come into 
operation in the Saptakoshi River. 
The boat service has been made 
available for the use of the public, 
especially for the winter festival. 
The jet boats are being operated 
from Barahachhetra temple 
along the Saptakoshi banks. The 
maximum capacity of a single jet 
boat is 50 passengers, and the 

estimated cost is NRP 600 (USD 
4.65) for a five-kilometer route 
per person. With the operation of 
the jet boat, it would be easier for 
people to travel to the southern 
belt of Bhojpur and Simple, 
Akhuwatar, Triveni and Sangma of 
Dhankuta.211

Twenty Percent progress at 
Narayanghat – Butwal Highway

The road widening project on 
Naraynghat – Butwal is at 20% 
progress when it should have 
been finished by August 7, 2022. 
The deadline was extended till 
November 15, 2022, but due to 
incessant rainfalls during Dashain, 
the work was at a halt. As per the 
latest deadline extension, the 
contractor carried out repair and 
maintenance work after which 
the travel time from Narayangadh 
to Butwal has been reduced 
significantly, from 4 hours to 
2.5 hours. The Department of 
Roads have warned the China 
State Construction Engineering 
Corporation Limited, the 
contractor to increase the pace 
of work or they will terminate the 
contract.212 The project is being 
undertaken under two packages— 
Daunne-Gaindakot section 
in the east and the Daunne-
Butwal section in the west. Both 
packages were awarded to China 
State Construction Engineering 
Corporation Limited.213

Only 21.18% progress at 
Kathmandu – Terai Fast Track

The physical construction work 
of the Kathmandu -  Terai Fast 
Track is at 21.18% progress. The 
project is under the House of 
Representatives (HoR) and Nepal 
Army (NA) and the deadline has 
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been set for November 2024. 
In the past 6 years, only one-
fifth of the work for the express 
highway has been completed. 
The estimated cost for the fast 
track is NPR 175 billion (USD 1.36 
billion). The fast track consists 
of three tunnels and 87 long and 
short bridges, the 72.5 km express 
highway will be the shortest 
means of vehicular transport that 
will connect Madhesh Province.214

Feasibility study to be 
conducted for Trans-Himalayan 
Railway

The feasibility study for the Tibet-
Nepal Railway project is expected 
to start within a year. The cost of 
the project is estimated at USD 
5.5 Billion (NPR 706.09 billion), 
where China would bear USD 
118 million (NPR 15,148 million) 
of cost of study. The proposed 
170 km railway will link Kerung in 
southern Tibet to Kathmandu, 
from the Rasuwa district. The 
feasibility test will determine 
the route including ground and 
bridge proportion and also the 
type of railway that needs to be 
built. 215

Construction of dry ports has 
slowed down

The construction of the dry port 
in Rasuwa is at 35% progress 
- the construction work began 
in May 2019 with a completion 

deadline of May 2022. Due to 
the unavailability of workers 
and construction materials, the 
project has been halted. The 
dry port has been built with 
aid provided by the Chinese 
government amounting to NPR 
2.2 billion (USD 0.017 billion). 
The progress of another dry 
port in Mustang, on the Nepal-
China border, has also slowed. 
Whereas, on the southern 
border the Government of Nepal 
is constructing the Dodhara 
Chadani dry port, which is in its 
initial phase. The estimated cost 
for Dodhara Chadani dry port is 
NPR 7 billion (USD 0.054 billion). 
Currently, there are 5 dry ports 
in operation located in Birgunj, 
Bhairawa, Biratnagar, Kakarbhitta 
and Chobhar.216

New flights to be added from 
GBIA

The unavailability of passengers 
flying from Gautam Buddha 
International Airport (GBIA) has 
interrupted the daily operation 
of many international airways 
like Jazeera.217 To increase the 
operation of GBIA, the Civil 
Aviation Authority of Nepal 
(CAAN) has decided to operate 
International Chartered flights 
to take off from GBIA. CAAN 
has directed three international 
airlines along with Nepal Airlines 
Corporation (NAC), the National 
flag carrier and the Himalaya 

Airlines to operate one flight a 
day each at the GBIA.218 NAC has 
planned to conduct four flights in 
a week in Delhi-Bhairawa sector 
with 157 passengers’ capacity 
in an Airbus A320 narrow body. 
Meanwhile, international airline 
companies, like Fly Dubai and 
Air Arabia have commenced the 
initial process for regular flights 
from GBIA.219 

Passengers suffer in CAAN 
conflict

Nepal Airlines’ jet flying from 
Kathmandu to Delhi was cancelled 
by the Civil Aviation Authority of 
Nepal (CAAN) at the last minute 
for not following CAAN’s protocol 
to fly from the Gautam Buddha 
International Airport (GBIA). 
More than 500 passengers were 
affected due to the sudden 
cancellation of flights, even 
when the deadline to shift flights 
from the International airlines 
to Bhairawa was scheduled for 
mid-December, 2022. Even after 
having two international airports, 
Nepali Airlines is still banned 
to fly in European Union skies 
for not following International 
Safety Standards. The ban 
was implemented in 2012 after 
the crash of Sita Air flight 601 
at Manohar River killing 19 
people which included 7 British 
citizens.220
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With various infrastructural projects taking place, it is important for the projects to be completed 
on time to serve its purpose along with avoiding cost of delay. The main issue for the infrastructure 
development is seen as the extension of deadline and slow progress of projects. The delay in 
meeting the deadline of the project and many bridges in the state of despair on the busy highways 
require proper monitoring and control by the government, to maintain existing infrastructure 
and ensure the deadlines aren’t extended further. The grants from China will help facilitate the 
development of infrastructure and technology in the country. Nepal has several other projects 
involving China including dry ports, the trans-Himalayan Railway, and the expansion and renovation 
of various highways and roads among others. Being able to efficiently complete and operate these 
projects has been a challenge for Nepal but doing so should be the priority to not only boost 
Nepal’s economic growth but could also aid Nepal in diversifying its trade partners, especially by 
expanding its trade with China. Nepal has been emphasizing private sector investment and has 
seen potential in green investment projects. Planning for more green infrastructures would be 
more beneficial for the country in the long term with the worsening climate crisis and scarcity. The 
new land regulations require the classification of the land. However, the local governments have 
not yet classified the land, leading to a decrease in land plotting. 

Outlook
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FACTSHEET 

Tele density

140.67%221

Internet data subscribers 

37.81 million222

Number of smartphone users

27.7 million223

Internet Penetration 

 129.53%224

ICT goods import as a % of total 
import

 2.9%225

Total Digital Payment Transaction 

NPR 15.22 trillion from mid-
Aug to mid-Oct 2022226

The review period witnessed several efforts by the 
telecommunications regulator and service providers 
to improve the sector by introducing new technology. 
The implementation of Mobile Device Management 
System (MDMS) and the introduction of e-SIM service 
are the most significant improvements. Likewise, Nepal 
Telecommunications Authority has begun the testing of 
much awaited 5G mobile internet. Additionally, owing to 
Nepal’s growing internet penetration, international technology 
company has shown interest in the Internet Service Provider 
(ISPs) market in Nepal. Further, the imports ban enacted to 
slow down Nepal’s depleting foreign reserves have impacted 
the import of mobile phones and laptops in the country.

Information and  
Communication 
Technology

Figure 16 Market 
Share of Internet 

Service Providers 
of Nepal

Source: NTA MIS 
Report Bhadra 2079 

(mid-Aug to mid-Sept 
2022)
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Telecom Service Providers 
Allowed to Merge

The Nepal Telecommunications 
Authority (NTA) has drafted a 
regulation that allows telecom 
service providers to merge. 
Service providers looking to 
merge are required to submit 
a list of documents, like the 
application, audit report, and 
declaration to the authority. 
Once the necessary paperwork 
is submitted and reviewed, the 
authority will approve the merger 
in principle and facilitate the 
process. The draft regulation 

is then sent to the Ministry of 
Communication and Information 
Technology for review, after 
which it is to be forwarded to the 
cabinet for final approval.227

Mobile Device Management 
System Implemented

The government has 
implemented the Mobile Device 
Management System (MDMS), a 
security system that can monitor 
and manage end-user mobiles. 
Nepal Telecommunications 
Authority (NTA) can now block 
smartphones without custom 

clearance in Nepal. Following the 
implementation, SIM cards on 
phone sets without a registered 
International Mobile Equipment 
Identity (IMEI) number will not 
work.228

5G Mobile Internet to Complete 
Testing by Mid-July 2023

Nepal Telecom has planned 
to conduct 5G service testing 
in all seven provinces by the 
end of fiscal year 2022/23. The 
company has started a pretest 
of 5G mobile internet from two 
transmission stations based 

Figure 17 Market 
Share of Telephone 

Operators

Source: NTA MIS Report 
Bhadra 2079 (mid-Aug to 

mid-Sept 2022)

Figure 18 Growth 
Trend of Voice and 

Data Services

Source: NTA MIS Report 
Bhadra 2079 (mid-Aug to 

mid-Sept 2022)
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The merger of telecom service providers under the new regulation can strengthen the sector by 
increasing the service provider’s capacity to install updated technology and expand service while 
reducing overheads. Implementation of MDMS is a welcomed initiative which will significantly 
reduce import of smartphones through informal channels, thus benefitting the government and 
smartphone importers. With Ncell implementing their e-SIM service and Nepal Telecom soon to 
follow, customers will experience enhanced reliability and ease in switching from one network to 
another. The partnership between Huawei and Websurfer is expected to improve network quality 
for end users and might also invite interest from other global technology companies to Nepal’s 
Information and Communication Technology sector.

Outlook

in Kathmandu. The pre-test, 
if successful, will be followed 
by testing in three additional 
districts. Previously, the telecom 
had planned to conduct testing in 
Kathmandu, Pokhara, Biratnagar 
and Nepalgunj.229

E-SIM Service Launched by 
Ncell

Ncell Axiata Limited has launched 
embedded SIM (e-SIM) for its 
customers, which allows them to 
use their mobile phones without 
inserting a physical SIM card. The 
customers can easily upgrade via 
sending an SMS.230 Meanwhile, 
Nepal Telecom is holding trials 
for its e-SIM service which will be 
hosted on a platform provided 
by the Monty UK Global Limited. 
The e-SIM is built into the mobile 
phones and can be activated and 
linked to a service provider via 
an app. The virtual SIM enables 
subscribers to switch from one 
mobile network to another with 
ease. The e-SIM has reduced 
chances of mechanical failure 
and can be used on variety of 
devices.231

Ultimatum on Messy Cables 
Issued by NEA

The Nepal Electricity Authority 

(NEA) has issued a 45-day 
ultimatum to service providers 
to manage cables on utility 
poles. The NEA established 
guidelines for the placement 
of structures on electric 
poles for telecommunication, 
cable television, and internet 
services and requested that 
service providers manage 
them accordingly. If the service 
providers fail to do so within 
the given time, the authority 
will remove them as per Nepal 
Electricity Authority Act. 
The NEA aims to reduce fire 
incidents and provide reliable 
electricity service through the 
management of messy cables.232

Huawei and Websurfer to Partner 
on Digital  Transformation

Huawei and Websurfer have 
formed a partnership to 
bring Huawei’s technological 
resource into the reach of 
Nepali internet users. Huawei 
will be providing end-to-end 
network solutions and optical, 
intelligent technologies, and 
expert assistance to Websurfer 
from 2022 onwards. Websurfer 
will receive assistance from 
Huawei to develop its network 
infrastructure. Huawei will 
also be conducting capacity 

building training for the 
Websurfer staffs.233 As shown 
in figure 1, Websurfer currently 
occupies 4.3% of the total market 
of internet service providers in 
Nepal, based on the number of 
subscribers.

Import of Telecommunications 
Equipment Decline

In the first three month of current 
fiscal year 2022/23, the import of 
telecommunications equipment 
and parts has declined by 42.3%, 
compared to the same period 
of previous fiscal year.234 NPR 
10.1 billion (USD 78.68 million) 
of smartphones were imported 
in the first four months of 
current fiscal year, a decline of 
50.4% from the same period 
last year.235 The ban on import 
of luxury mobile phones has 
caused this decline and the ban 
has been further extended till 
15 December 2022.236 Similarly, 
import of laptops have reached 
NPR 2.1 billion (USD 9.34 million) 
in the first four months of current 
fiscal year, a decline of 60.4% 
compared to the same period 
last year.237 
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FACTSHEET 

Net enrolment rate at the 
secondary level (class 9 – 12)

54.3%238

Basic level class completion rate 
from 1 – 8

76.2%239

Retention rate (class 9 – 12)

33.1%240

Literacy rate (age group 15 – 24)

88.6%241

Gender equality indicator (based on 
the secondary level net enrolment 

rate)

1.01%242

Access to technical education

655 (out of 753 local levels)243

KEY DEVELOPMENTS

Shortage of Textbooks in 
Remote Districts Continues

Since the start of the academic 
session in April 2022, children in 
community schools in the Far-
Western hilly districts of Nepal 
are yet to receive their textbooks. 
The students of grades 9 and 10 in 
Achham and Parbat districts are 
yet to receive their Economics, 
Accountancy, and Education 
books, while the students of 
grades 6 and 8 have not received 
“several textbooks”. Similarly, 
many districts of Karnali province 
are also short of textbooks. The 
supply of textbooks had been 
contracted to Janak Educational 
Material Centre, which failed 
to fulfil its commitment on 
time. The contractor stated 
that the high cost of paper and 

The review period was marked by the publication of 
various results and reports by international agencies 
which show that Nepali children have fallen behind in 
learning outcomes as compared to their South-Asian 
counterparts. The poor result of 12th grade students 
highlights the poor learning outcome due to a lack of 
proper learning infrastructure during the pandemic 
and insufficient efforts by teachers in public schools. 
Moreover, the continued shortage of reading material 
in public schools and poor implementation of the mid-
day meal scheme is increasing the learning gap among 
children between private and public schools, thus further 
exacerbating the situation. However, increasing interest 
in the technical field of education and the new education 
vision paper by the Government of Nepal sheds some 
positive light to improve learning outcomes in the 
educational system.

Education

allocation of resources towards 
printing ballot paper for the 
federal and provincial election 
was the reason for the delay. The 
concerned government authority 
has failed to take any action on 
the matter. The delay in receiving 
learning materials has obstructed 
the normal examination schedule 
of schools while also leading to a 
negative impact on the learning 
outcomes of students.244

NRNA to Provide Scholarships 
to Deprived Students

The Non-Resident Nepali 
Association (NRNA) announced 
its plans to provide scholarships 
to 5,000 poor and deprived 
students in Nepal. The women’s 
department of the International 
Coordinating Council of the 
NRNA will collaborate with 
the Government of Nepal and 

other international agencies 
to implement the program. 
Scholarships will be provided 
to students studying in public 
schools in far-flung regions 
of Nepal. The association has 
committed NPR 1 million (USD 
7,789) for the scholarship, 
however, the details of the 
program have yet to be 
decided.245

Tribhuvan University Suspends 
Equivalence Certificate of Four 
Indian Universities

The Curriculum Development 
Centre of Tribhuvan University 
(TU) has temporarily stopped 
recognizing degrees from four 
Indian universities - Singhania 
University, Mewar University, 
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Sri Nath University, and Lovely 
Professional University from 
August 30, 2022. The decision 
was taken because these 
universities do not incorporate 
practical training in their 
engineering curriculum. Receiving 
an equivalence certification from 
TU is required for the students 
to start officially working in 
Nepal, and for pursuing further 
education in Nepal. The notice 
does not state how long the 
suspension will last.246

International Conference in 
Sudurpaschim Province

The Far Western University 
in Sudurpachim Province, 
in coordination with Oxford 
University and the Britain-
Nepal Academic Council, United 
Kingdom, plans to organize an 
international-level conference 
from 12-14 December 2022. 
The conference will be themed 
‘Sudurpachim Studies: Heritage, 
Innovation and Transformation’.247 

The objective of the conference 
will be to promote studies and 
research in various academic 
disciplines in the province. 
Scholars from nine different 
countries will be presenting 
their research papers at the 
conference on topics related 
to climate change, agriculture, 
tourism and the environment. 

An Increasing Exodus of 
Students from Nepal

According to the Ministry 
of Education, Science and 
Technology (MOEST), a total of 
112,528 students obtained a No 
Objection Certificate (NOC) in 
FY 2021/22.248 As per the latest 
statistics of the MOEST, 66,885 
students obtained NOC for 

Australia, 16,820 for Japan, 5,883 
for the United States, 5,522 
for Canada and 5,074 for the 
United Kingdom. The number of 
students opting to study abroad 
reached one-fourth of the total 
number of students enrolled 
in various universities in Nepal. 
The increasing outmigration 
of students comes at a time 
when higher-level institutes in 
the country are running below 
capacity. However, there has 
been a mismatch of demand 
and supply in institutes which 
are considered ‘good’. It means 
the number of institutes offering 
quality higher-level education is 
limited, thus forcing students to 
move out of the country.249 

Nepal’s Education System in 
Limbo, says UNESCO’s Report

The Global Education Monitoring 
report of the UNESCO (United 
Nations Educational, Scientific, 
and Cultural Organization) drew 
attention to the many problems 
in Nepal’s education system. The 
report titled ‘Non-state actors 
in education’250 highlighted that 
learning outcomes in public 
schools were not associated 
with competition from private 
schools. Meanwhile, the learning 
gap between public and private 
schools was higher in localities 
with higher growth of the private 
school. The report stated that 
teachers who offered tutoring 
services covered less material 
in school to increase demand 
for tutoring. The report also 
highlighted the ineffectiveness 
of online education in Nepal as 
almost 77% of the learners relied 
on textbooks for learning. The 
report warned that the growth 
of learning outcomes of Nepali 
children was slower in Nepal as 

compared to their South-Asian 
counterparts. Only 39% of the 
students in Nepal have minimum 
proficiency skills in reading by 
the end of grade 5. 

PROGRAMS AND PLANS

Meal Programme Effective in 
Increasing Attendance

The Mid-day Meal Programme 
launched by the federal 
government for primary-level 
students at community schools 
has effectively raised attendance 
in rural schools. It has increased 
enrolment and decreased 
dropout rates at the primary 
level. Meanwhile, dropout rates 
remain high at the secondary 
level.251 To provide a nutritious 
diet to children while also having 
a positive effect on education, 
the federal government allocated 
a budget of NPR 15 (USD 0.11) per 
child per meal for community 
schools and NPR 20 (USD 
0.15) per child per meal for 
community schools in far-flung 
regions. Earlier, the government 
used to provide ready-to-eat 
meals to students. However, 
the beneficiary has raised 
concerns over the decision 
of the government to provide 
cash instead of a ready-to-eat 
meal, citing the possibility of 
corruption.252

Education System to Enrol 
Integrated System

The Ministry of Education, 
Science and Technology 
(MoEST) has planned to roll 
out an Integrated Education 
Management System (iEMIS). 
The iEMIS will integrate different 
MISs being used in different 
departments and branches 
of the MoEST. The objective 
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of the iEMIS is to improve the 
coordination and harmonization 
of federal, provincial and local 
level agencies in the education 
sector. The prime feature of the 
new system will be its common 
registries system under which 
a single platform will be used 
for registering educational 
institutions, students and 
teachers. The system will 
incorporate a seamless transfer 
of data and information to 
improve service delivery in the 
education sector. The iEMIS will 
also improve record-keeping and 
will upgrade access to student-
centric information such as 
results, mark sheets and various 
certificates.253

MoEST Announces School 
Development Plan

The MoEST has announced 
School Education Sector Plan 
(SESP) 2022/23 – 2031/32, as the 
successor of the School Sector 
Development Program (SSDP) 
2015/16 – 2021/21.  The plan 
aims to ensure compulsory and 
free education up to the basic 
level and free education at the 
secondary level. The plan also 
intends to ensure inclusive access 
to quality education and improve 
lifelong learning to achieve the 
Sustainable Development Goals 
2030. An estimated budget of 
NPR 978 billion (USD 7.61 billion) 
will be spent in the first five years 
of the implementation i.e., up to 
2026/27. Additionally, the report 
unveiled that the government 
spent NPR 615 billion (USD 4.78 
billion) under SSDP. Likewise, 
the budget allocated to the 
education sector in FY 2022/23 
reached 10.2% of the total 
federal budget but was short of 
its target of 17%. Similarly, the 

average budget allocation to 
the education sector in the past 
decade (2011 to 2021) was 13.2% 
while it was 4.2% of the GDP in 
the period from 2016 to 2021.254

TECHNICAL AND VOCATIONAL 
EDUCATION  AND TRAINING
 UPDATES
  
More Women Pursuing STWM 
Subjects 

STEM (Science, Technology, 
Engineering and Mathematics) 
degree has seen an increasing 
number of women enrolments 
recently. STEM fields have 
historically seen limited 
participation from women, 
which concerned institutions 
and associations have been 
attempting to change through 
various efforts, strategies, 
and incentives such as 
full scholarships to female 
students from all provinces of 
the country. Various colleges 
including the British College 
and the Lord Buddha Education 
Foundation have reported an 
increased number of women 
enrolling in STEM courses. With 
an increasing number of well-
paying job opportunities in the 
field being open to women, the 
encouragement to enter STEM 
will be much greater.255

POLICIES/REGULATIONS/BILLS

Education Sector Awaiting  
Reforms

The Ministry of Education, 
Science and Technology (MOEST) 
unveiled the ‘Education Vision 
Paper 2079’, on September 20, 
2022. The paper includes long-
term goals and an agenda to 
reform the education sector 
in Nepal. The MOEST, through 

the paper, pledged to increase 
investment to improve the quality 
of infrastructure, technology, 
and management of educational 
institutes. It is inspired by the 
Sustainable Development Goals 
and aims to provide universal 
education to fulfil constitutional 
guarantees. As per the goals and 
vision of the paper, 20% of the 
federal budget will be allocated 
to the education sector.256 
MOEST also guaranteed to 
solve the problem of managing 
temporary and contracted 
schoolteachers.257

EXAMINATIONS

Grade 12 Results Published

The National Education Board 
(NEB) published the results of 
the grade 12 examination on 
September 2, 2022.258 A total 
of 363,008 students appeared 
for the exam. As per the result, 
52% of the students failed to 
score any grade – also called 
non-graders, thus making 
them ineligible to pursue their 
bachelor’s level education. 
Students are not awarded any 
grade if they fail to score 35% 
marks in theory and 40% marks 
in practical exams in at least one 
subject. As per the results, 1.15% 
of the students scored a grade-
point average (GPA) between 3.61 
to 4 GPA with 4 being maximum. 
Similarly, 8.3% of students scored 
a grade-point between 3.21 to 
3.60 GPA. Likewise, 18% of the 
examinees scored between 2.81 
to 3.20 GPA, 18% scored between 
2.41 to 2.80 GPA and 3% scored 
between 2.01 to 2.40 GPA. The 
poor outcome highlights the 
adverse impact of online learning 
during the pandemic as students 
have fallen behind while efforts 
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Various evidence show that Nepali children have fallen behind in learning outcomes due to the 
poor quality of education in Nepal. The 12th-grade result has shown that students have suffered 
in terms of their learning performance due to the two-year hiatus from physical learning. Poor 
quality of education has resulted in an increasing number of students going abroad and widening 
learning gap between public and private schools. This could lead to problems in human resource 
management and an increasing socio-economic gap, thereby having a negative consequence 
on the economic growth and development of Nepal. In the election manifesto, almost all the 
political parties highlighted to improve the state of education by increasing budgetary allocation 
and improving conditions of public schools. Thus, after the formation of a new government, the 
education sector could witness an increase in budgetary allocation along with the introduction 
of various measures to improve access and quality of education in the far-flung regions of Nepal. 

Considering the current situation, the new government should set quality standards for all 
educational institutes and improve the capacity to effectively implement such standards equally 
in public and private schools. Special emphasis should be given at the primary level to reduce high 
dropout rates at the secondary level. Improving access to public schools in far-flung regions along 
with reversing the government’s policy to provide direct transfer to providing ready-to-eat meals 
at the primary level could improve the enrolment of students at the secondary level. A special 
emphasis on the soft skills of students through extra-curriculum activities is required to improve 
the quality of human resources, which will assist in resilient socio-economic development in Nepal. 

Outlook

from authorities to compensate 
for the loss of learning remain 
dismal. 

Educational Outcome Declining

According to the Annual Progress 
Report 2021/22259 of the MoEST, 
the outcomes of Nepal’s 

education system have been 
on the decline in recent years. 
While enrolment of students in 
the primary level has increased 
to 97% of the eligible population, 
only 54% of them can continue at 
the secondary level. About 43% of 
the students quit school before 
reaching 10th standard while 83% 

of students leave school before 
reaching 12th standard. Moreover, 
38% of the students were able to 
score over 70% in the Secondary 
Education Examination, while 
more than 41% of the students 
scored less than 40%, which is 
the minimum to pass the exam.
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FACTSHEET
(Health indicators up to June 2022)

Fertility rate (per woman)260

2.1

Infant mortality rate 
(per 1,000 live births)261

2.8

Skilled assistance during delivery262

80%

Fully vaccinated with basic antigens 
(12–23 months)263

80%

Fully received COVID vaccination264

76.5%

Public Health Facilities265

6,214

The review period saw Nepal slowly recovering from 
COVID-19 while dealing with other health risks from 
increasing cases of various diseases including swine flu, 
Hong Kong flu, and dengue. The country is also currently 
battling a high death rate from chronic lung disease from 
the deteriorating air quality and respiratory infections. 
Nepal is working towards building more accessible 
healthcare with the government health insurance 
program, government hospital-owned pharmacies, and 
free-of-cost emergency services to the rural population. 
The government has been providing free-of-charge air 
rescue services in an attempt to provide timely medical 
intervention, especially in cases of child delivery. However, 
there is still a long road ahead.

Health

COVID-19 Updates and
Current Health Risks

Nepal to Receive 1.5 million 
Doses of Bivalent Vaccines

Nepal will be receiving 1.5 million 
doses of bivalent COVID-19 
vaccine from the COVAX facility. 
The bivalent vaccines have been 
designed to provide better 
broader protection against the 
various variants of COVID-19, 
including the omnicron variant.  
COVAX has committed 9.2 million 
doses of vaccines, including the 
bivalent vaccines, of which only 
around three million have been 
supplied. Nepal had requested 
the COVAX facility for the 
resumption of the supply of 
Pfizer-BioNTech Covid vaccine 
doses in August. The supply was 
temporarily halted since March, 
as requested by the government, 
due to the slow uptake of 
booster shots and the country 
having a limited capacity to store 

the vaccines. The new surge of 
COVID cases in late-August was 
not accompanied by a similar 
increase in the uptake of booster 
shots. The Health Ministry 
has requested all concerned 
agencies to focus on vaccination 
drives. Only 27% of Nepal’s 
population has received booster 
shots. The bivalent vaccines will 
be administered to those who 
have not taken their first booster 
shot and people in priority 
groups such as elderly people 
over 60 years of age, people with 
compromised immunity, and 
frontline workers.266

Cases of Swine Flu and Hong 
Kong Flu Reported 

H1N1 (swine flu), and AH3 (Hong 
Kong flu) infections have been 
reported from various places 
across the country. Both viruses 
are highly contagious and are 
transmitted by airborne droplets 
of the infected person. At least 
202 cases of H1N1 infection and 

206 cases of AH3 virus have been 
reported in Nepal in between 
mid-August to late-November.267 

However, the actual number 
of infections could be much 
higher than recorded as there is 
no mandatory testing in Nepal. 
Doctors have advised people 
to take various preventative 
measures including wearing 
face masks, avoiding crowds, 
frequently washing hands and 
maintaining social distancing to 
deter a possible pandemic similar 
to the coronavirus. Doctors have 
also advised people to take 
vaccines against influenza and 
the flu. However, since these 
vaccines are quite expensive and 
are not provided for free by the 
government, the majority of the 
population might not readily buy 
the vaccines.268

Over 51,000 Cases of Dengue 
Reported 

On November 25, 2022, the 
Ministry of Health and Population 
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reported a total of 52,557 
possible cases of dengue and 60 
verified deaths.269  It is an increase 
of over 9,000% compared to 
the 540 cases in 2021. Bagmati 
province had the highest 
number with 39,858 cases. In 
response, the Epistemology and 
Disease Control Department has 
allocated a budget to 139 wards, 
60 districts and all 7 provinces 
to control dengue cases, and 
has also distributed insecticidal 
nets to high-reporting public and 
private hospitals. 

While there was a decline in 
dengue cases in November, 
experts and healthcare 
providers attribute it to the 
falling temperatures as winter 
approaches. They warn that 
there could be another surge 
after the temperature starts 
rising again. Further, they suspect 
that there are more cases than 
the reported numbers as many 
dengue-infected people are 
asymptomatic and many do not 
seek hospital care.270

Shortage of Paracetamol after 
Dengue Outbreak

The demand for paracetamol has 
increased with the rising spread 
of dengue in the country, causing 
a shortage of the medicine in the 
market. Paracetamol is a known 
painkiller used to treat several 
conditions, including headache, 
backache, muscle ache, arthritis, 
sore throat, cold and fever. The 
government has listed it as an 
essential drug, and it is available 
for free from government health 
facilities. Experts mentioned 
that one of the main reasons 
for the medicine shortage is the 

indifference by the authorities 
to revise the price, even after 
around 14 years since the prices 
were set to be NPR 1 for (USD 
0.008) per 500 mg tablet. 
Manufacturers have complained 
that the manufacturing cost of 
the drug exceeds the selling 
price. The shortage has forced 
patients to use non-steroidal 
anti-inflammatory drugs 
(NSAIDs) such as Flexon tablets, 
Nims, and Rynex as a substitute. 
This has a higher risk of causing 
internal bleeding in patients.271

Death Rate from Chronic Lung 
Disease Highest in Nepal

Nepal has the highest age-
adjusted death rate for Chronic 
Obstructive Pulmonary Disease 
(COPD) in the world at 182.5 per 
100,000 people, according to 
a study published in the British 
Medical Journal which analysed 
data from 204 countries, and 
territories between 1990 and 
2019.272 Various factors such 
as smoking, air pollution, and 
respiratory infections are 
considered contributors to the 
high COPD death rates.273 Experts 
have been bringing attention 
to Nepal’s worsening air quality 
and how it can cause respiratory 
illnesses. They have urged people 
to take precautions, especially 
with the onset of the colder 
months. Further, air pollution 
levels in North India have raised 
related concerns following 
the Diwali festival, with a 20% 
increase in air pollution levels in 
New Delhi alone.274 This will be 
increasing the air pollution levels 
in Nepal as the winds travel to 
Nepal from India, which could 
further exacerbate the increasing 

respiratory problems the country 
is facing.

New Developments

Kathmandu Metropolitan City 
Bans Smoking in Public Places

The Kathmandu Metropolitan City 
banned tobacco use in public 
places, effective from September 
17, 2022, for concerns related 
to public health, service and 
economic wellness. Similar bans 
had been introduced in 2016, 
2018 and 2019, but were unable 
to be effective due to a lack of 
implementation and planning. 
The city office is optimistic about 
the recent ban with plans to 
enforce the municipal police and 
volunteers. The city officials will 
be organizing an awareness drive 
for the first few weeks before 
progressing onto the second 
phase of taking action against 
those who are found to be 
breaching the rule. The officials 
are also highly encouraged by 
the proactive actions of the 
newly-elected representatives of 
the city.275

Government Settles Insurance 
Claims

The Health Insurance Board, a 
social protection program run 
under the government, has 
settled insurance claims of NPR 
4.409 billion (USD 34.34 million) 
in the first four months of the 
current fiscal year. The program 
was launched to make quality 
healthcare accessible to all. 
About 20% of the population 
signed up for the program as 
of mid-July in the fiscal year 
2021-22. 5.30 million people had 
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signed up for the program.276 440 
health institutions across the 
country have entered the Health 
Insurance Program as service 
providers.277

Health Infrastructure

Government Provides Air 
Rescue in Attempt to Lower 
Maternal Deaths

In the fiscal year 2021–22, 118 
women died from birth-related 
complications with 32 of these 
women passing away during 
childbirth between June 15, 2022, 
and August 16, 2022. A majority 
of the deaths were caused due 
to postpartum haemorrhage. 
The delay in medical intervention 
was recognized as a significant 
contributing factor to the high 
maternal death rates. The Ministry 
of Health and Population has 
launched various programmes 
such as free institutional delivery, 
travel allowances for institutional 
delivery, antenatal visits, charge-
free airlifts for complicated cases 
in rural areas, and distribution 
of misoprostol (used to treat 
postpartum bleeding) to new 
mothers.278

The government provides air 
rescue services in case of 
emergencies. The lack of proper 
road infrastructure in rural 
areas contributes to the delay 
in medical intervention when 
pregnant women face delivery 
complications. Health posts in 
remote areas are usually unable 
to offer specialist services in 
case of complications, for which 
the patient is sent to Kathmandu, 
where more advanced health 
facilities are available. According 
to the District Administration 
Office in Dhading, sixteen people 

have received air service free of 
cost for medical emergencies in 
the fiscal year 2021–22. Twelve 
of them were pregnant women 
who were rescued under the 
President's Women Upliftment 
Programme by the Ministry of 
Women, Children and Senior 
Citizens. 279

Nepal Lacks Proper Equipment 
to Test Syrupy Medicines

The National Medicine Laboratory 
has stated that it does not have 
the equipment to test for harmful 
substances in syrup-based 
medicines. The Department 
of Drug Administration (DDA) 
has further said that drug 
manufacturers themselves 
have to ensure the safety of 
their products. In late October 
2022, the Gambia and Indonesia 
suffered from dozens of deaths 
of children that have been 
linked to harmful substances in 
cough syrups. The World Health 
Organization (WHO) has issued 
a global alert for four cough 
syrups manufactured by Maiden 
Pharmaceuticals, an Indian 
Pharmaceutical Company, that 
could be linked to the deaths of 
children in Gambia. With Nepal 
getting 60% of its pharmaceutical 
drugs from India, concerns about 
drug quality have been raised. 
The WHO has advised increased 
surveillance and diligence 
within the supply chains and 
regions affected by the flagged 
products.280 The DDA, Nepal 
has stepped up surveillance to 
prevent the import and sales 
of cough syrups manufactured 
by Maiden Pharmaceutical. 
This incident has led to experts 
and the public criticizing the 
concerned authorities for their 
late response.281 

BP Koirala Institute of Health 
Sciences Opens Pharmacy

The BP Koirala Institute of 
Health and Sciences (BPKIHS) 
in Dharan started operating 
its pharmacy, making it the 
first of its kind for one of the 
biggest government hospitals in 
Nepal. Without a government-
run pharmacy, patients were 
purchasing medicines from 
private pharmacies which proved 
costlier. According to the Public 
Procurement Act, pharmacies 
in government hospitals cannot 
have a profit margin of over 
16% on any medicine. While the 
government had directed all 
hospitals to run their pharmacies 
in 2015, the hospital was unable 
to do so citing a lack of financial 
support. The government 
provided NPR 2 million (USD 
15,578.75) as seed money to 
the BPKIHS, which has made it 
easier to operate the pharmacy. 
The pharmacy is doing well with 
average sales of NPR 1 million daily 
(USD 7,789.38), and the hospital 
has set a goal of increasing it to 
NPR 9 million (USD 70,104.38) a 
day by 2023. The hospital is also 
set to complete the construction 
of a bigger pharmacy building by 
December 2022.282

BP Koirala Institute has a 
shortage of doctors and beds

The BP Koirala Institute of Health 
Sciences (BPKIHS) has been 
struggling to provide quality 
health services to its patients 
due to a shortage of beds and 
skilled manpower. Orthopaedics, 
medicine, surgery, pulmonary, 
gastro, cardio, and neuro units 
do not have sufficient beds, and 
the patients are forced to sleep 
on the hospital floor without 
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alternatives. The hospital is 
in urgent need of an upgrade, 
requiring at least 100 more beds 
in the emergency unit, and 1,000 
more in total. The upgrade of 
various departments including 
the cardio, trauma, organ 
transplant and heart surgery 
departments has been on hold 
as the hospital has not received 
the required budget from the 
ministry. 

The outbreak of communicable diseases can pose a significant threat to the gradual recovery of the 
nation from the COVID-19 pandemic considering that the vaccines against the swine flu and Hong 
Kong flu are expensive. The government’s lack of proactive preventive measures against dengue such 
as destroying mosquito nests in public places also put increases the possibility of dengue cases 
continuing to increase once the weather gets warmer. Further, with dengue patients needing to 
resort to using NSAIDs due to the paracetamol shortage, the risk of internal bleeding and side effects 
increases. The high death rate linked to chronic lung diseases also signals that the government will 
need to be attentive to air quality as a nation going through a development transformation stage. 
While smoking bans do encourage a healthier lifestyle and environment, the government could look 
into policies to improve air quality and reduce air pollution from various sources to further the cause.

Government hospitals having their pharmacies is a positive step towards making medicine more 
accessible to many people, especially the disadvantaged groups living in rural areas. However, the 
shortage of doctors and beds in BPKIHS could negatively impact the healthcare facilities they provide, 
which can be fatal as cases of various communicable diseases increase. The government programs 
to encourage timely medical intervention in rural areas, especially in the case of child delivery, are 
yielding good results. Still, such programs may be too expensive to be sustainable in the long term, 
which is why there should be more focus on having proper healthcare facilities in rural areas.  

Outlook

Due to the severe shortage 
of medical staff, patients are 
required to wait for hours to get 
a consultation with a doctor, 
even during emergencies. Out 
of 768 positions for doctors, and 
958 posts for nurses, only 361 
and 696 positions, respectively, 
have been filled. The hospital 
requires around 3,226 staff to 
run efficiently, but it currently 
has only 1,880 staffers. Even 

though BPKIHS advertises their 
vacancies, they have very few 
applicants. While there is a law 
requiring students who study 
on government scholarships to 
work in a government hospital 
for two years, the government 
sends out the scholarship 
students of BPKIHS to other 
government hospitals to fulfil the 
requirement.283
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The tourism industry experienced increased activity 
throughout the review period as the number of tourist inflow to 
Nepal grew significantly during the peak seasons (September 
to November). As tourist spending surged businesses in 
tourism industry experienced raise in their income. In order 
to revive the tourism sector, Government of Nepal remains 
committed to continue its flagship Visit Nepal Campaign. 
Likewise, the number of permits issued for ascending various 
mountains in Nepal also saw a sharp increase, thus contributing 
to state coffers through royalties. The operationalization of 
a new cable car service and the discovery of new trekking 
routes became new points of attraction for tourists. However, 
the security market performance of the sector and the rising 
debt burden on tourism entrepreneurs highlight that the 
industry has not yet recovered to its former glory.

Tourism FACTSHEET

No. of tourist arrivals (as of 
October 2022)

470,322284

Outstanding Credit to the tourism 
industry

NPR 191.18 billion (USD 1.48 
billion)285

Number of hotels listed in NEPSE

5286

Security market turnover (mid-
July to mid-October 2022)

NPR 874.4 million (USD 6.80 
million)287

Security market capitalization

NPR 44.37 billion (USD 345.61 
million)288

Consumer Price Inflation
(Restaurant and Hotel)

15.91% (as of mid-October 
2022)289

FDI commitment in tourism sector
(as % of total FDI)

20.5%290

Average stay of tourist

15.5 days291

Average spending per tourist per 
day

USD 84 (NPR 10,783)292

Number of hotels registered 
(with star rating)

162293

Number of casinos registered 

24294

Number of travel agencies 
registered

3,801295

Number of registered tour guides

4,557296

TOURIST ARRIVALS

Growing Influx of Tourists

After witnessing negative 
impacts due to the pandemic 
induced lockdowns, the Nepali 
tourism sector has been slowly 
gaining its pre-pandemic charm 
in 2022. According to Nepal 
Tourism Board, around 470,322 
foreign tourists visited Nepal in 
the first 10 months of 2022, an 
increase of 370% as compared 
to the same period in 2021.297 

This data does not include 
tourists who have traveled 
through the land border, mainly 
from India. The United States of 
America, Bangladesh, the United 
Kingdom, and Australia have the 
highest number of tourist arrivals 
in Nepal.298 Likewise, domestic 

tourism is also flourishing after 
a slowdown in COVID-19 and is 
contributing substantially to the 
tourism industry. However, tourist 
arrival remains below the pre-
pandemic level. 

Mountaineering updates

Royalties from mountaineering 
on the rise

The Department of Tourism (DoT) 
collected over NPR 93 million 
(USD 724,411) by issuing 1,435 
climbing permits in the autumn 
season which covers the period of 
September to November 2022. A 
total of 174 teams, comprising 597 
male and 330 female climbers, 
from 76 countries were granted 
permission to climb 48 mountains 
across the Himalayas. Mount 
Manaslu attracted the maximum 
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number of climbers with over 
404 permits issued during the 
period. Likewise, 144 climbers 
were from the United States, 132 
were from France and 129 were 

from the United Kingdom.299  An 
increasing number of permits 
benefits the government by 
contributing to government 
revenues. It also supports many 

Financial Situation

Revival of cashflow in the  
tourism sector

Monetary transactions in the 
tourism sector witnessed 
recovery as the influx of tourists 
increased. Travel income refers 
to the income of enterprises in 
the tourism industry while travel 
spending refers to money spent 
by tourists for the purchase 

livelihoods in the far-flung region 
of Nepal by providing short-term 
employment to local inhabitants.
 

Figure 19 Monthly 
data on tourist 

arrival from 2019 to 
2022

Source: Current 
Macroeconomic and 

Financial Situation 
Table Based on Three 

Months of Data, Nepal 
Rastra Bank)

of goods and services. In the 
first 10 months of 2022, travel 
income increased to NPR 33.6 
billion (USD 261.72 million) as 
compared to NPR 8.1 billion (USD 
63.09 million), an increase of 
314% in the same period of 2021. 
Similarly, in the first 10 months of 
2022, travel spending increased 
to NPR 93.6 billion (USD 729.08 
million) from NPR 32.9 billion 
(USD 256.27 million), an increase 
of 184% as compared to the 

same period in 2021.300 A month-
wise travel income and travel 
spending has been shown in the 
figure 2. An increase in travel 
income in 2022 as compared 
to 2021 shows recovering status 
of the tourism sector of Nepal. 
However, both remain below their 
pre-pandemic level. 
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Credit to the Tourism Sector

Although tourism is a labour-
intensive sector in Nepal, due to 
the lack of basic infrastructure 
and positive prospects, tourism 
entrepreneurs borrow money to 

Figure 20 Month-
wise travel income 
of tourists in Nepal 

for 2021 & 2022

Source: Current 
Macroeconomic and 

Financial Situation 
Table Based on Three 

Months of Data, Nepal 
Rastra Bank  )

Figure 21 Month-
wise travel 

spending in Nepal 
for 2021 & 2022

Source: Source: 
Current 

Macroeconomic and 
Financial Situation 

Table Based on Three 
Months of Data, Nepal 

Rastra Bank

Table 10 Sectoral 
outstanding credit 

by banks and 
financial institutions 

(in NPR millions)

Source: Current 
Macroeconomic and Financial 

Situation Table Based on Three 
Months of Data, Nepal Rastra 

Bank

invest in capacity development. 
As of mid-October 2022, the 
total outstanding credit to 
tourism activities (trekking, 
mountaineering, resort, rafting 
and camping) decreased by 
3.4% to NPR 24.79 billion (USD 

193.1 million). Similarly, total 
outstanding credit by banks to 
hotels increased by 8.5% to NPR 
166.39 billion (USD 1.296 billion) by 
mid-October 2022.301 This data is 
further explained in table 9.

Headings Mid-October 2021 Mid-October 2022
Year-on-year 

change (in 
percentage)

Tourism (Trekking, 
Mountaineering, Resort, 
Rafting, Camping, etc.)

25.66 24.79w -3.4%

Hotel 153.32 166.39 8.5%
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Security market performance

The Nepal Stock Exchange 
(NEPSE), a platform for Nepal's 
stock exchange, allows companies 
in the tourism industry to raise 
capital. A total of five hotels 
are listed on NEPSE. As of mid-
October 2022, the total market 
capitalization of hotels listed in 
the capital market decreased 
by 17.4% to NPR 44.37 billion 
(USD 345.61 million). It is 1.7% of 
the total market capitalization 
of NEPSE. Market capitalization 
is the total market value of a 
company’s outstanding shares 
in the stock market. Likewise, 
security market turnover refers to 
the total volume of shares traded 
in the stock market in a specified 
period. In the first ten months 
of 2022, the total turnover of 
hotels and tourism businesses 
listed on NEPSE decreased by 
75.8% to NPR 874 million (USD 
6.80 million).302 A decrease in 
market capitalization and market 
turnover in 2022 highlights a lack 
of confidence among investors in 
the tourism sector as the sector 
is yet to recover to its pre-
pandemic level. 

Debt burden increasing on 
Nepali Hoteliers 

The Hotel Association of Nepal 
(HAN) has urged the government 
to extend the deadline for the 
repayment of debt obligations by 
hoteliers. Stating that hotels are 
running at less than half of their 
capacity, the HAN demanded 
an extension of the deadline 
by at least two years under the 
rescheduling and refinancing 
scheme. The association also 
raised the flag on the hike in 
interest rates by banks, which 
has increased the interest 

component of their repayment. 
The HAN has mentioned that 
they can pay the principal 
amount but are in no position to 
pay the interest component of 
their obligation and requested 
the central bank to extend the 
moratorium period provided to 
the tourism sector during the 
pandemic.303

New Development

New trekking
route discovered for 
adventure-seeking tourist 

Nepal scouts have discovered 
a new trekking route in the 
Manaslu circuit, located in the 
central Himalayas. The Manaslu 
Development Committee has 
published a map of the new 
route which connects Gorkha to 
Ganesh Himal via Ganesh Kunda. 
The new route is 111 kilometres long 
and passes through a maximum 
elevation of 4,007 meters at Tiru 
Danda peak and it will take about 
15-days to complete the trek. The 
new route will be more thrilling 
and is expected to be more 
adventurous as compared to the 
old route. The new route offers 
tourists with natural wilderness 
as the route passes through a 
variety of valuable Himalayan 
herbs and cultivation. Likewise, 
tourists will get a chance to 
witness natural wildlife. The new 
route will open for tourists after 
the construction of five bridges 
and eleven camping sites along 
the route.304 

Jazeera Airways starts daily 
flights from GIBA

Jazeera Airways started daily 
flight operations to and from the 
Gautam Buddha International 
Airport (GBIA) starting from 

September 16, 2022.305 Jazeera 
Airways will connect Bhairawaha 
to Kuwait and will benefit 
migrant workers. Jazeera Airways 
commenced its operations in May 
2022 and had been operating 
three flights per week. Due to 
discounts offered by the airport 
authorities, Jazeera Airways has 
attracted passengers to Kuwait 
by offering cheaper rates as 
compared to flights operating 
from Tribhuvan International 
Airport (TIA). Similarly, Wizz Air 
had earlier announced to start 
daily operations from GBIA 
to Abu Dhabi on October 30, 
2022. However, it has yet to 
start its operation. As many as 
30 international airlines were 
operational in Nepal before the 
COVID-19 pandemic, but the 
number has decreased to 27 as 
of mid-November 2022.
 

Programs, Events and 
Campaigns

Tourism Decade 2023-32 

The Ministry of Culture, Tourism 
and Civil Aviation (MoCTCA) 
decided to observe the “Visit 
Nepal Decade” from 2023 to 
2033 to revive the tourism 
sector that was shrunken by 
the COVID-19 pandemic.306 The 
objective of “Visit Nepal Decade” 
is to increase the arrival of foreign 
tourists through collaboration 
with the private sector and to 
earn foreign currencies in the 
long run. The government aims 
to attract as many as 3.5 million 
foreign tourists to Nepal by 2032. 
The Government is preparing 
action plans to bring in millions 
of tourists to Nepal. Visit Nepal 
2020 had set the target to bring 
two million tourists into the 
country however, the campaign 
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was suspended due to the 
pandemic.307 The tourism sector 
is gradually picking up with the 
increase in the arrival of tourists, 
but it is yet to touch the 500,000 
mark in 2022.
 
Policies and Regulation

Procedure for Tourist Visa  
Tightened 

The Ministry of Home Affairs 
(MoHA) has tightened the 
procedure to obtain a tourist 
visa for Nepali citizens travelling 
abroad.308 The ministry made the 
procedure stricter due to the 
rising number of human trafficking 
cases to Gulf countries by 
misusing tourist visas. According 
to the new provision, details of 
two-way air tickets, hotel booking 
in the destination country and 
various  financial  documents will 
be required before applying for 
a tourist visa. Moreover, travel 
agencies will be responsible for 
returning the Nepali traveller, 

failing which will ensure fines and 
punishments to the responsible 
agency. 

New Tourism Act in Gandaki 
province

A new Tourism Act in Gandaki 
province has created confusion 
among the tourism entrepreneurs 
in the province. The new act 
mandates foreign tourists to pay 
in US dollars while availing goods 
and services from registered 
tourism businesses. The tourism 
business has raised concerns 
about the new act as they said 
that it will displace the business 
rather than establish them. 
The act also mandates hotels, 
lodges, restaurants, and resorts 
as tourism businesses, and they 
must publish prices regularly.309 

CAAN suspends paragliding  
activity in Pokhara

The Civil Aviation Authority of 
Nepal (CAAN) has suspended 

paragliding activity in Pokhara. 
The decision came after the 
death of a passenger during 
a flight from Sarangkot. The 
regulatory body will investigate 
the accident and study the 
existing laws and regulations to 
come up with new guidelines 
for the operation of paragliding. 
Nepal Air Sports Association 
(NASA), an umbrella organization 
of paragliding entrepreneurs, 
has expressed concerns over 
the suspension. As many as 
400 flights were operated daily. 
However, the suspension in the 
peak tourism season in Nepal has 
caused losses to the paragliding 
business, which is yet to reach its 
pre-pandemic level of activity. 310

The increasing influx of tourists in the peak season shows the reviving status of the tourism sector of 
Nepal. It has further been supported by increasing mountaineering activity. However, the number of 
tourists visiting Nepal has been constrained by conflict in western Europe, the rising cost of living in 
developed countries and COVID-19 induced restrictions in China. As a result, the tourism sector is yet to 
reach its pre-pandemic level of activity. Unless the headwind on the global economy relaxes, the revival 
of the tourism industry to its pre-pandemic level will take some time. Given the monetary condition in 
the domestic economy is tight the financial condition of borrowers in the tourism industry is expected 
to be constricted in near future. 

However, the increasing number of incumbent international flights from Gautam Buddha International 
Airport is expected to attract tourists from Buddhist nations around the world. Given that the tourism 
sector is reviving, the incumbent government can pass the bill which would split the aviation authority 
into a regulatory body and a service provider body. Doing so would ensure the removal of Nepal from the 
European Commissions’ air safety list, thus attracting more tourists from the European region. 

Outlook
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Fourth Quarter Performance 
Analysis of Commercial Banks

As per the unaudited quarterly 
results of commercial banks of FY 
2022/23, as shown in Table 11 the 
operating profit of commercial 
banks increased by 8.49%, while 
the net profit grew by 7.28%.

In the first quarter of FY 2022/23, 
NIC Asia Bank bagged the highest 
net profit of NPR 1.75 billion 
(USD 13.63 million), followed by 
Nabil Bank and Rastriya Banijya 
Bank. Sunrise Bank registered 
the lowest net profit of NPR 0.16 
million (1246 thousand USD). 
Kumari Bank and Standard 
Chartered Bank had a whopping 
increase of 85.01% and 68.39% 
in their net profits. When we look 
at reserves and surplus, Nabil 
Bank held the highest amount of 
reserves of NPR 27.51 billion (USD 
214.29 million) followed by Nepal 
Bank and Rastriya Banijya Bank 
with NPR 18.78 billion (USD 146.28 

During the review period, the overall Balance of Payments 
(BoP) remained at a surplus fueled by increased 
remittances, a decline in imports and an increase in 
Foreign Direct Investments (FDIs). The current account 
deficit has been reduced as a result of various policies 
and measures taken by the Government of Nepal. On one 
hand, the inflation in the market has been soaring, along 
with the interest rates. On the other hand, the net profit 
of commercial banks has been showing a significant 
upward trend. The deposit rates as well as loans and 
advances to customers of the commercial banks have 
increased as well.

Financial Market

million) and NPR 16.62 billion 
(USD 129.46 million), respectively. 
Eight banks fared more than the 
reserves and surplus industry 
average of NPR 8.51 billion (USD 
66.29 million). The deposits from 
customers saw a 10.50% rise 
compared to the corresponding 
period last year with the highest 
deposits being made at Nabil 
Bank, NIC Asia Bank and Global 
IME Bank with NPR 334.10 billion 
(USD 2.602 billion), NPR 304.91 
billion (USD 2.375 billion) and NPR 
279.86 billion (USD 2.18 billion), 
respectively. Civil Bank recorded 
the lowest deposits from 
customers with NPR 92.6 billion 
(USD 721.3 million). However, 
Nabil Bank had the highest 
increase in deposits at 47.91%. 
Nabil Bank holds the highest loan 
and advances portfolio of NPR 
305.71 billion (USD 2.38 billion) 
followed by Global IME Bank 
and NIC Asia Bank at NPR 261.57 
billion (USD 2.04 billion) and NPR 
259.26 billion (USD 2.02 billion), 

respectively. Civil Bank had the 
lowest credit disbursement of 
NPR 83.77 billion (USD 652.52 
million). 

Key Indicators

Some of the key macroeconomic 
indicators as per the 
macroeconomic and financial 
situation report based on the 
three months’ data ending mid-
October of the FY 2022/23 
published by the Nepal Rastra 
Bank (NRB) are highlighted 

FACTSHEET311 

Consumer Price Index (mid-
October)

8.50%

Gross foreign exchange reserves 
(mid-October)

USD 9.48 billion

Buying Exchange Rate per USD 
(mid-October)

NPR 131.47

Weighted Average 91-day Treasury 

Bills Rate (mid-October)

10.14%

Weighted average inter-bank 
transaction rate (mid-October)

8.50%

Weighted average deposit rate 
(mid-October)

8.16%

Weighted average lending rate 
(mid-October)

12.19%

Average base rate of commercial 
banks (mid-October)

10.34%
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below:312

Deposit and Credit Mobilization

The deposits at Banks and 
Financial Institutions (BFIs) 
increased by 0.4%, as compared 
to an increase of 1.2% in the 
corresponding period of the 
previous year. Of total deposits, 
the share of demand, saving and 
fixed deposits stood at 7.6%, 
26.7% and 59.0%, respectively. 
As of mid-October 2022, the 
share of institutional deposits in 
the total deposit of BFIs stood at 
37.0%, whereas last year it was 
40.5% in the same period. 
Similarly, private sector credit 
from BFIs increased by 1.3% 
compared to a growth of 7.7% in 
the previous year. Private sector 
credit from commercial banks, 
development banks and finance 
companies increased by 1.2%, 
2.6% and 0.3%. 
Loans of BFIs to the agriculture 
sector increased by 0.8%, the 
industrial production sector 
by 5.6%, the transportation, 
communication and public 
sectors by 2.8%, the wholesale 
and retail sector by 2.2%, and the 
service industry sector by 3.9%, 
respectively. 
In terms of credit exposure, the 
term loan extended by BFIs 
increased by 4.2%, overdraft 
loan increased by 4.8% and 
demand and working capital loan 
increased by 3.0%. Additionally, 
real estate loans, which include 
residential personal loans, 
increased by 2.7%, while the trust 
receipt (import) loan increased 
by 2.8% and margin nature loans 
decreased by 5.2%. 

Liquidity Management

In the review year, the central 
bank i.e., Nepal Rastra Bank (NRB) 

injected NPR 2,355.09 billion 
(USD 18.35 billion) liquidity of 
which NPR 188.66 billion (USD 1.47 
billion) was through a repo, NPR 
43.70 billion (USD 340.41 million) 
through outright purchase 
auction and NPR 2,122.73 billion 
(USD 16.54 billion) through 
standing liquidity facility (SLF). 
In the previous year, it was NPR 
948.17 billion (USD 7.38 billion) 
liquidity. 
Additionally, NRB injected 
liquidity of NPR 154.04 billion 
(USD 1.19 billion) through the 
net purchase of USD 1200 
million (USD 9.35 million) from 
the foreign exchange market. 
Liquidity of NPR 29.73 billion 
(USD 231.58 million) was injected 
through the net sale of USD 247.6 
million (USD 1.93 million) in the 
previous year.

Foreign Exchange Reserves and 
Adequacy

In the review period, gross 
foreign exchange reserve stood 
at NPR 1,246.22 billion (USD 9.71 
billion), increasing by 2.5% in 
mid-October 2022 from NPR 
1,215.80 (USD 9.47 billion) in mid-
July 2022. Of the total foreign 
exchange reserves, reserves held 
by NRB increased by 4.3% to NPR 
1,101.60 billion (USD 8.58 billion) 
in mid-October 2022 from NPR 
1,056.39 billion (USD 8.23 billion) 
in mid-July 2022. Reserves held 
by BFIs other than NRB decreased 
by 9.3% to NPR 144.62 billion 
(USD 1.13 billion) in mid-October 
2022 from NPR 159.41 billion (USD 
1.24 billion) in mid-July 2022. The 
Indian currency’s share in total 
reserves stood at 23.8% in mid-
October 2022.
Based on imports of FY 2022/23, 
the foreign exchange holdings 
of the banking sector are 

sufficient to cover the imports of 
prospective merchandise for 9.6 
months, and merchandise and 
service imports for 8.3 months. 
The ratio of reserves-to-GDP, 
reserve-to-imports and reserve-
to-M2 stood at 25.7%, 69.5% 
and 22.5% respectively in mid-
October 2022.

Federal Government 
Expenditure and Revenue

In the review period, the total 
expenditure of the federal 
government was NPR 278.17 
billion (USD 2.17 billion) while the 
revenue collection stood at NPR 
208.58 billion (USD 1.62 billion).

Money Supply

In the review period, broad 
money (M2) increased by 0.7%, 
compared to a 2.2% growth in the 
same period last year. 

Interest Rates

The weighted average 91-day 
treasury bill rate remained at 
10.14% in mid-October 2022, 
as against 4.86% a year ago. 
Furthermore, in mid-October 
2022, the weighted average 
inter-bank transaction rate 
among commercial banks stood 
at 8.50% as against 4.95% a year 
ago. The average inter-bank rate 
of BFIs, which is considered an 
operating target of the monetary 
policy, stood at 8.51% in the 
review month.
Furthermore, the average base 
rate of commercial banks stood 
at 10.34% in the review month 
from 7.57% a year ago. The 
weighted average deposit rate 
and lending rate of commercial 
banks stood at 8.16% and 12.19%, 
respectively in mid-October 
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2021/22, as compared to 5.43% 
and 8.69% respectively a year 
ago in the same review period.

Balance of Payments

The current account registered a 
deficit of NPR 34.28 billion (USD 
267.02 million) in the review 
period, compared to a deficit of 
NPR 149.81 billion (USD 1.16 billion) 
last year in the corresponding 
period. The overall BOP remained 
at a surplus of NPR 12.43 billion 
(USD 96.82 million), as compared 
to a deficit of NPR 87.71 billion 
(USD 683.21 million) in the 
previous year.

Key Developments

Some of the key developments 
that transpired in the financial 
market are as follows:

Survey Report on Foreign Direct 
Investment in Nepal

Nepal Rastra Bank (NRB) released 
the survey report on Foreign 
Direct Investment in Nepal in 
September 2022 intending 
to update and compile the 
FDI stocks of Nepal by the 
counterpart economies and 
economic activities.313 The study 
is based on the survey data 
collected from governmental, and 
non-governmental agencies and 
companies that were approved 
for FDIs by NRB. Some of the key 
summaries of the survey report 
are:

i) The FDI stock in Nepal has 
observed an increment of 14.8%, 
standing at NPR 227.9 billion 
(USD 1.78 billion) at the end of 
2020/21. The major component 
in FDI stock is paid-up capital 
which accounts for 53.9% of total 

stock whereas the reserves and 
loans in total FDI stock account 
for 31.6% and 14.5%, respectively. 

ii) As of mid-July, Nepal has 
received foreign investment 
from 55 different countries. India 
ranks top position with NPR 75.8 
billion (USD 590.43 million) in 
terms of total FDI stock followed 
by China (NPR 33.0 billion, USD 
257.05 million), Ireland (NPR 16.5 
billion, USD 128.52 million), and 
Singapore (NPR 15.5 billion, USD 
120.74 million).

iii) As for total FDI stock, the 
industrial sector accounts 
for 60.5%, the manufacturing 
sector comprises 29.5% and the 
electricity, gas, steam and air 
conditioning sectors constitute 
30.8 % of total FDI stock.

iv) The service sector constitutes 
39.4% of total FDI stock of 
which, financial and insurance 
services account for 26.9%, 
the accommodation and food 
services sector 5.7 %, and the 
information and communication 
sector 4.8% of the total FDI stock.

v) The most prominent sector 
for FDI has been the hydropower 
sector which accounts for 30.8 
% of FDI stock and 40.0% of total 
paid-up capital. 

vi) The Net FDI inflow to Nepal 
has increased by 0.2% to NPR 19.5 
billion (USD 151.89) in 2020/21.

Foreign Exchange Reserves in 
Surplus

According to the Nepal Rastra 
Bank (NRB), the foreign exchange 
reserves increased to NPR 
1,246.22 billion (USD 9.71 billion) in 
mid-October from NPR 1,215.80 

billion (USD 9.47 billion) in mid-
July. This indicates an increase of 
2.5%. The reserves held by NRB 
have increased by 4.3%, reaching 
NPR 1,101.60 billion (USD 8.58 
billion) in mid-October from NPR 
1,056.39 billion (USD 8.23 billion) 
in mid-July. The reserves held by 
banks and financial institutions 
(BFIs) reached NPR 144.62 billion 
(USD 1.13 billion) in mid-October 
from NPR 159.41 billion (USD 1.24 
billion) in mid-July, a decrease of 
9.3%. The increase in remittances, 
decline in imports and increase 
in Foreign Direct Investment 
(FDI) have resulted in a surplus of 
Balance of Payment (BoP) in the 
current fiscal year. The surplus 
allows a sufficient balance to 
finance imports for 8.3 months. 
The BoP was in deficit for the last 
14 months.314

Financially Troubled 
Cooperatives Blacklisted

A public notice issued by the 
Ministry of Land Management, 
Cooperatives and Poverty 
Alleviation (MoLMCPA) has 
decided to blacklist 11 financially 
troubled cooperatives which have 
been unable to pay the money 
of their member depositors. 
The ministry plans to blacklist 
Standard Savings and Credit 
Cooperative, Pacific Savings and 
Investment Cooperative, Prabhu 
Savings and Credit Cooperative, 
Kohinoor Hill Savings and Credit 
Cooperative, Consumer Savings 
and Credit Cooperative and Kuber 
Savings and Credit Cooperative. 
Likewise, Chartered Savings 
and Credit Cooperative, Vegas 
Savings and Credit Cooperative, 
Standard Multipurpose Savings 
and Credit Cooperative, Societal 
Savings and Credit Cooperative 
and Lunibha Savings and Credit 
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Cooperative are also on the list of 
cooperatives facing government 
action.315

NRB reduces interest rate  
spread cap

Nepal Rastra Bank through the 
review of the monetary policy 
of the first quarter reduced the 
interest rate gap (spread rate) 
owing to the high-interest rate. 
NRB has reduced the spread 
rate from 4.4 % to 4%.316 The 
spread rate controls the rise in 
the interest rate which results 
in the decrease in premium rate 
interest rates charged by banks 
and financial institutions (BFIs). 
Furthermore, the NRB has kept the 
projections and targets adopted 
in the monetary policy of 2022-
23 unchanged.317 The required 
reserve ratio and bank rates are 
also unchanged at 4% and 8.5% 
respectively. On the other hand, 
microfinance institutions will be 
required to publish their base 
rate every month from mid-
February 2023. 

Banks to not raise interest rates 
for December

Commercial banks through 
the Nepal Bankers Association 
(NBA) have decided not to raise 
interest rates for the month 
of December citing degrading 
financial degradation, soaring 
inflation and bad debts. Since 
mid-September, banks have 
increased the interest rates on 
fixed deposits by 10% to 12.13%, 
while the interest rate on savings 

accounts is 7.13% per annum 
on average. Private sectors had 
been actively criticizing the rising 
interest rates.318

Lowest Nonperforming loans 
among South Asian Countries

A World Bank report has recorded 
Nepal’s Non-Performing Loans 
(NPL) as the lowest among the 
banking systems of South Asian 
Countries. The ratio of the NPLs 
to the total loans of the country’s 
Banks and Financial Institutions 
(BFIs) was 1.16% in mid-July, 
making it the 15th lowest in 
the world ranking. The ratio of 
NPLs measures the health of 
the banking system, with lower 
scores indicating less financial 
risk to the BFIs. The report also 
attributed low NPLs to Nepal 
Rastra Bank’s stringent prompt 
action policies for any BFIs that 
have NPLs of more than 5%.319

Import Ban on review

The International Monetary 
Fund (IMF) has nudged the 
Government of Nepal to lift 
the seven-month-old import 
ban on certain products as 
the prolonged ban is affecting 
trade and businesses. Nepal’s 
foreign currency reserve was 
plummeting at an alarming rate 
which made the government take 
prompt action. The import ban 
has heavily affected automobile 
businesses with an estimated 75 
car showrooms shutting down 
and approximately 8,000 people 
losing their job. IMF recommends 
further tightening the monetary 

policy to address decreasing 
international reserves without 
having to resort to importing 
restrictions that exacerbate 
inflation and hampers economic 
growth.320

Hiked lending rates of BFIs

Commercial banks have raised 
the lending rates effective from 
October 18. The soaring inflation, 
depleting foreign reserves, and 
the increase in lending rates 
indicate a looming liquidity 
crisis. Among the 26 banks, Bank 
of Kathmandu (BOK) has the 
highest lending rate of 18.28% 
and Rastriya Banijya Bank has 
the lowest at 12.86%. The lending 
rate of a bank is determined by 
adding a certain premium rate 
to its base rate. The average 
base rate, which was 9.45% in 
the previous fiscal year, currently 
stands at 9.92%.321

Largest Commercial Bank of 
Nepal

The Bank of Kathmandu (BOK) 
and Global IME Bank Limited 
have signed a final memorandum 
of understanding for a merger. 
The new bank Global IME BOK 
Limited will become the largest 
commercial bank in Nepal with a 
total capital of NPR 57 billion and 
more than 4 million customers. 
Furthermore, the bank will have 
385 branch offices, 387 ATM 
counters, 275 branchless banking 
services, 61 extended branch 
offices and 2 foreign contact 
offices.322
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The contractionary monetary policy introduced by the Nepal Rastra Bank (NRB) has contributed to 
preserving the foreign exchange reserve, leading to a surplus of the Balance of Payments (BoP). ADB 
has projected the current account deficit to narrow down owing to a moderation in merchandise 
imports amidst stable remittance inflows. Both the World Bank and ADB have projected a modest 
expansion in the economy, although higher interest rates could weigh on demand in other sub-
sectors. The market is observing a surge in inflation which has led to an increase in the lending 
rates of commercial banks. Such high-interest rates increase the cost of borrowing, decelerating 
business and economic activities, thereby impacting jobs and economic growth. As a measure to 
control the soaring high-interest rates, the NRB in its quarterly monetary policy review has reduced 
the spread rates which has direct effects on the revenue and the returns of BFIs. Although in this 
review period, banks have reported moderate profit, the policies from NRB could now negatively 
impact the earnings in the current fiscal year. At the same time, the policy changes regarding 
the lending rates are less likely to pull the rates down and increase the flow of loanable funds as 
anticipated by the private sector. This will further threaten the stability of the banking sector. 

Outlook



DOCKING NEPAL’S ECONOMIC ANALYSIS74

During the review period, the secondary market has been on 
a bearish trend. The central bank increased the interest rate, 
which attracted capital funds from the capital market to the 
Banks and Financial Institutions (BFIs) as they offer higher 
rate of return and are risk free. Moreover, the increase in fuel 
prices and the increase in inflation has further aggravated the 
decreasing stock market. However, the commercial bank sub-
index performed well because they posted higher earnings 
this quarter compared to the previous quarter. 

Capital Market FACTSHEET323 

NEPSE Index (mid-October, in 
points)

1858.3

Stock market capitalization (end of 
the review period)

NPR 2.781 million

Number of companies listed at 
NEPSE (mid-October)

242

Secondary Market 

During the review period, Initial 
Public Offerings (IPO) of multiple 
companies were approved. 
IPO of Peoples Hydropower 
Company Ltd, Barahi Hydropower 
Public Ltd, Kalinchowk Darshan 

Limited, Asian Hydropower Ltd, 
Supermai Hydropower Ltd, Super 
Madi Hydropower Ltd, Maya 
Khola Hydropower Co. Ltd, and 
Shuvam Power Ltd was approved 
by Securities Board of Nepal 
(SEBON). The IPO shares worth 
NPR 4.14 billion (USD 322.48 

million) of Asian Hydropower, 
Supermai Hydropower, Super 
Madi Hydropower, and Maya 
Khola will be issued to migrant 
workers, people affected by the 
hydropower projects and the 
general public. 

Source: Nepal Stock 
Exchange (NEPSE)

Table 12 Key 
Indicators 

 16 Aug 22 24 Nov 22 % Change

NEPSE Index 2,041.06 1933.55 (5.27%)

 Sub-Indices

Commercial Bank 1,352.48 1358.30 0.43%

Development Bank 3,667.75 3450.27 (5.93%)

Hydropower 2,411.31 2016.33 (16.4%)

Finance 1,780.87 1607.10 (9.76%)

Non-Life Insurance 8,168.28 4623.34 (43.40%)

Others 1,526.37 1457.01 (4.54%)

Hotels & Tourism 2,769.37 2697.79 (2.58%)

Microfinance 4,643.65 4254.13 (8.39%

Mutual Fund 14.60 13.54 (7.26%)

Life Insurance 9,429.93 9082.24 (3.69%)

Manufacturing & Processing 5,058.74 5169.78 2.20%
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Figure 22: NEPSE 
Movement Index

Source: Nepal 
Stock Exchange 

(NEPSE)

Primary Market: 

During the review period, Initial 
Public Offerings (IPO) of multiple 
companies were approved.324 

IPO of Peoples Hydropower 
Company Ltd, Barahi Hydropower 
Public Ltd, Kalinchowk Darshan 
Limited, Asian Hydropower Ltd, 
Supermai Hydropower Ltd, Super 
Madi Hydropower Ltd, Maya 
Khola Hydropower Co. Ltd, and 
Shuvam Power Ltd was approved 
by Securities Board of Nepal 
(SEBON). The IPO shares worth 
NPR 4.14 billion (USD 322.48 
million) of Asian Hydropower, 
Supermai Hydropower, Super 
Madi Hydropower, and Maya 
Khola will be issued to migrant 
workers, people affected by the 
hydropower projects and the 
general public. 

Key Developments

Some of the key developments 
that transpired in the financial 
market are as follows –

Microfinance’s Dividend 
Distribution Ceiling  Removed

The Nepal Rastra Bank (NRB) has 

lifted the maximum limit imposed 
on microfinance dividend 
distributions which were at 30%. 
According to the Integrated 
Guidelines of 2078, issued 
to microfinance institutions, 
the NRB revised the cap 
allowing microfinance financial 
organizations to distribute 
cash dividends exceeding 
30% of the distributable profit. 
However, the NRB specifies 
that the microfinance financial 
institutions that are distributing 
an annual dividend of more than 
20% must deposit an amount 
equal to 50% of that dividend in 
the general reserve fund.325

Decline in Share Transaction

Nepal’s declining stock market 
was able to generate a capital 
gains tax of NPR 715.65 million 
(USD 5.574 million) in the first 
four months of the current fiscal 
year, which is only 10% of the 
tax generated the previous year 
around the same period. Owing 
to declining turnover and a 
dropping stock index, the capital 
gains tax from the share market 
in this review period dropped 
89.75% from the previous year.326

Indefinite Trade Suspension of 
Merger-Opting Companies  
Ended

The Securities Board of 
Nepal (SEBON) through the 
implementation of “Guidelines 
on Merger/acquisition of Public 
Companies, 2079” ended the 
indefinite merger suspension 
period for merger-opting 
companies in the secondary 
market. The provision has paved 
the way to open trading of 
merger companies. Earlier, the 
merger-opting companies had 
to go through a muted response 
from SEBON about their trading 
in the secondary market.327

No Minimum Threshold for NRN 
Investment

The Ministry of Industry, 
Commerce and Supplies (MoICS) 
stated that the provision of 
minimum investment threshold 
has been removed for the Non-
Resident Nepalis (NRNs) who 
want to inject capital through joint 
venture investment companies 
established in Nepal. The revised 
provision is expected to boost 
investments from the NRNs.328
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Provision for Nepalis Abroad to 
Apply for IPO

The Securities Board of Nepal 
(SEBON) implemented the 
‘Security Issuance and Allotment 
Guideline, 2079’ which has made 

it possible for Nepalis employed 
abroad to apply for Initial Public 
Offering (IPO) in Nepal easily. 
All share-issuing institutions 
have been ordered to allocate 
10% of their shares for this 
cause. Nepali migrants who are 

applying should have a minimum 
of NPR 50 thousand (USD 389 
hundred) deposited in their 
remittance account and can only 
use this remittance account for 
purchasing IPOs.329

During the review period, the stock market fluctuated and observed an overall decline in share 
transactions which contributed to the bearish trend. The dwindling investor confidence as a 
result of the increased selling pressure at the market along with rising long-term interest rates 
was observed. Towards the end of the holiday season in September through October of 2022, the 
market was active with certain trader confidence. The NRB in its quarterly review has reduced the 
spread rates as a measure to control the high-interest rate. The reduction directly impacts the 
earnings of the BFIs, further affecting the shareholders' return. Henceforth, the market requires 
better amendments to resolve the liquidity crunch and soaring interest rates. The step taken 
by SEBON to allow the trade of merger-opting companies is expected to raise optimism among 
investors. Furthermore, the government has passed recent policies aiming to boost investment 
from non-residential Nepalis such as removing the minimum threshold for NRN investments and 
making it possible for NRNs to apply for IPOs. This policy can lead to an increase in investments 
in the secondary market. The comparatively weak Nepali currency (NPR) would also attract NRN 
investment as they would have a higher purchasing power. In addition to that, the election-induced 
spending, and the formation of a new government are anticipated to revive the optimism among 
the investors as the economic activities are expected to gradually build up.

Outlook
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5
Special Section

Fostering Entrepreneurial 
Ecosystem in Nepal



Fostering 
Entrepreneurial 
Ecosystem Special 

What is an 
entrepreneurship 

ecosystem? 

The world has seen a massive growth in entrepreneurship, as evidenced 
through increased number of startups and venture capital activities. 
Venture capital investments have grown by a Cumulative Average Growth 
Rate (CAGR) of 13.5% between 2015-2020.330 These startup activities are 
concentrated in certain geographical regions, with San Francisco in the 
USA alone accounting for 13.5% of global startup deals and 16% of global 
venture capital investment.331 The top ten startup hubs of the world, five 
of which are located in USA alone, account for more than 60% of global 
venture capital investment.332 This data shows that the global startup 
activities and venture capital investments are extraordinarily clustered, 
mostly concentrated on the world’s most economically powerful cities.  
 
In an increasingly globalizing world, the strategic and competitive advantages 
of businesses are not dependent simply on its own resources and capabilities. 
There is a need for strategies that are beyond the business specific approach 
of competitive advantage and relies more on the value created by shared 
resources and exchange of ideas among the various actors. Businesses tend 
to flourish in areas with a distinctive type of supportive environment i.e., within 
an entrepreneurship ecosystem. Building on the concept of geographical 
clustering of economic activities, the entrepreneurship ecosystem aims to 
facilitate entrepreneurship by coordinating several independent actors within 
a geographical region. The interactions between these independent actors 
lead to a transfer of knowledge and sparks innovation. Since entrepreneurship 
ecosystems have different combinations of independent actors, each 
ecosystem is unique and can give rise to different innovations.

Components of an 
Entrepreneurial 

Ecosystem

It is easier to establish entrepreneurship ecosystems in areas that already 
have an established knowledge base but the success of this area depends 
on the available technology and industry conditions. The entrepreneurial 
ecosystem can be characterized by seven components shown in figure 
23.333  For the entrepreneurship ecosystem to be self-sustaining, all involved 
stakeholders and actors who might have different objectives need to benefit.
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In addition to this, the availability of large established businesses play a 
critical role in two components of the entrepreneurial ecosystem: human 
capital and markets. The presence of large established businesses in a region 
attracts large number of skilled workers and recent graduates to the area. 
These large businesses also tend to provide training to their employees and 
allow enough opportunities for them to move up the corporate ladder, leading 
to technical workforce acquiring management skills. Such workforce can be 
a huge source of new businesses as employees leaving large businesses can 
establish their own ventures. Similarly, large businesses have the ability to 
develop regional ecosystem, and can be important customers and market 
channels for entrepreneurs. Another crucial feature of the ecosystem is the 
reinvestment of wealth created by successful entrepreneurs back into the 
region - be it in the form of new ventures, providing seed capital or advising 
new entrepreneurs which serves as a support system for new entrepreneurs. 
On this note, entrepreneurs have highlighted raising capital, finding the right 
human capital, and overcoming bureaucracy as their top three challenges.334

Figure 23 Components of Entrepreneurship Ecosystem
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The entrepreneurial ecosystem in Nepal has seen significant improvements 
in the past decade in terms of  financing. Lending by Nepal’s Banks and 
Financial Institutions (BFIs) to startups are limited as they are considered risky 
due to lack of experience of entrepreneurs and lack of available collateral, 
significantly constricting the ability of startups to fund their businesses. Given 
the circumstance, alternative financing, mainly private equity have emerged 
as a viable solution to fill this funding gap. While private equity funds have 
existed in Nepal since 2014, the recently introduced Specialized Investment 
Fund regulation and opening of private equity license by Securities Exchange 
Board of Nepal (SEBON) has led to a proliferation of private equity funds 
in Nepal. Investments in home grown innovative products and technology 
has been spearheaded by the private equity funds, but further enabling 
environment is needed for the private equity funds to flourish. Similarly, 
improvements have been made in the entrepreneur support system in Nepal 
with pitching sessions and mentorship for startups which are provided by 
private equity funds, business accelerators, and incubation centers.

However, significant changes are required in other aspects of the 
entrepreneurial ecosystem to achieve the full economic potential of 
startups. Broadly, the government has taken initiatives to include startup and 
entrepreneurship friendly provisions in the monetary and fiscal policies, but 
this has rarely been implemented. The initial draft of the startup policy has 
established a clear foundation to define what startups mean and to enable 
budding Nepali entrepreneurs to receive various types of support including 
private equity and venture capital. This startup policy and the much-awaited 
e-commerce policies, which regulate the startup industry in Nepal, has yet 
to be endorsed by the government. While some Kathmandu-based startups 
have expanded to other cities of Nepal and new startups have emerged in 
those cities, the focus on fostering a startup ecosystem in Nepal has been 
heavily centralized within the Kathmandu valley. Even though Nepal has 
close proximity to two of the world’s most populous countries, the startup 
ecosystem in Nepal has not been able to access markets, resources and 
specialized knowledge from the region. China and India have introduced 
several promising policies to foster innovation and startup culture in their 
countries, with Beijing and Shanghai in China, and Bangalore, Delhi and 
Mumbai in India turning into leading startup hubs across the globe. Nepal’s 
infrastructure gap in terms of road transportation, railways, airways, and 
lack of access to seaways have been a further roadblock in easy access to 
markets of the region and the world. Needless to say, Nepal has come a long 
way in fostering startups, but it still has a long way to go.

With the introduction to alternate financing opportunities and an 
understanding of an ideal support system for entrepreneurs, the startups 
in Nepal are expanding across sectors. Nepali entrepreneurs are exploring 
innovations in various sectors, which has led to the growth and expansion 
of the entrepreneurial ecosystem. Among the many diversified sectors, 
sustainability, technology, and gender has been at the core of emerging 
startups. The entrepreneurial ecosystem in Nepal has mostly been driven 
by technology led startups with emphasis on digitalization of economic 
transaction led by payment wallet platforms. As the donor-initiated private 

Nepal’s 
Entrepreneurial 

Ecosystem
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equity funds are impact driven, sustainable startups with focus on solid 
waste management, and climate smart agriculture have also increased 
substantially. Women led startups have also emerged, but there is a need 
for gender sensitive policies that enhance access to education, finance, 
and infrastructure. While the increased innovations in technology and 
sustainability are commendable, there is a need for further discussions on 
these topics along with a focus on women led entrepreneurs. For this reason, 
in the Nefport 51’s special section brief research has been undertaken to 
explore sustainable start-ups, innovation in technology and entrepreneurs 
and women’s participation in the entrepreneurial ecosystem.

Compiled by
Sneha Shrestha,
Aspiring beed at beed Management
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Entrepreneurship in the digital 
ecosystem has been gaining 
prominence in the last two 
decades, as countries around 
the globe are vouching for the 
technology-driven Information 
and Technology sector (IT) 
sector for rapid economic 
growth. Due to its competitive 
and dynamic nature, the IT sector 
is the major driver of innovation 
and entrepreneurship in an 
economy. Innovative technology 
is being developed, not within an 
established organization, but in 
the technology-driven startups 
operating in the digital space. 
The onset of the pandemic 
increased the role of the digital 
economy as digital platforms 
have intertwined with the daily 
lives of people. According to 
the Global Startup Ecosystem 
Rank 2022,335 technology-driven 
startups have grown 2.3 times 
more than non-technology-led 
startups after the onset of the 
pandemic while also creating a 
multiplier effect in the economy, 
as one IT job created in the sector 
creates 2.9 additional jobs in the 
economy. New businesses are 
emerging in sub-sectors such 
as fintech, agrotech, software 
development, web designing, 
Artificial Intelligence (AI), and 
edtech, among others. Thus, as 
global demand for digital and 
technological-driven products is 
increasing, there exists a potential 
for technology-driven Nepali 

Can technology-enabled startups 
survive in Nepal?
By Ashish Kumar Gupta 
Aspiring beed at beed Management 

startups to grow and excel both 
in domestic and globalmarkets.336 

The government of Nepal has 
recognized the importance of 
the IT sector by enacting Nepal 
IT Policy 2015, however, a policy 
to regulate startups remains 
due. To foster entrepreneurship, 
a startup policy is important to 
cater to unique and dynamic 
challenges faced by startups. In 
absence of a binding document 
defining and regulating startups, 
key information on the startup 
ecosystem – including the 
number of IT startups remains 
at a mere estimate of over 200 
businesses.337 

The COVID-19 pandemic 
opened a new opportunity for 
technology-driven startups 
operating in the digital space 
as such startups gave a way 
to innovative products such as 
digital payments, remote learning, 
e-commerce, and telemedicine 
among others, thereby helping 
to overcome the challenges of 
the pandemic. However, many 
startups have struggled to 
survive following the COVID-19 
pandemic due to the inability 
of the ecosystem to support 
startups in Nepal. Estimate 
suggest that as many as 25% 
of digital startups have folded 
during or after the pandemic 
while many are struggling to 
survive. Looking at the global 
scenario, the valuation of 

startups has increased by 239% 
in the last 10 years, with major 
growth observed in technology 
startups. According to the Global 
Startup Ecosystem Report,338 

the global startup ecosystem is 
mainly driven by the IT sector 
which includes deep tech 
sub-sectors such as Artificial 
Intelligence, fintech, edtech and 
web development. Likewise, 
technology-enabled startups 
attracted the most funding as 
compared to other startups with 
a growth rate ranging from 50% 
to 70% in the last five years. 
Moreover, the number of unicorns 
has increased from nine in 2011 to 
1,227 in 2021, mainly contributing 
to technology-driven startups. 

Despite growing interest in 
technology-enabled startups at 
a global scale, startups of this 
nature are struggling to survive in 
Nepal. The supporting ecosystem 
for technology-led startups 
comprises incubation centres, 
acceleration programs, equity/
venture investment funds, and 
networking events. Even though 
many startups have emerged in 
the IT domain, the government 
has not been able to endorse the 
Startup Policy and e-Commerce 
Policy to regulate the emerging 
startup industry. Due to a lack of 
regulations, the unique needs of a 
startup are not met which poses 
a limitation in the ecosystem in 
which such startups operate.339 
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As a result, Nepal ranked 104th 
out of 113 countries in Asian 
Development Bank’s Digital 
Environment Ranking 2022340  

while also scoring lowest in the 
South Asian region. Investor 
reluctance, small domestic 
market and limited global 
market access stand as three 
major reasons that threaten the 
survival of technology-enabled 
startups in Nepal.341 Thus, due to 
the limited size of the domestic 
market, technology-driven 
startups need to be outward-
looking to survive in the long run. 

This article explores the 
ecosystem of technology-driven 
startups and recommends policy 
actions which would help such 
startups to scale up so that they 
become self-sustaining. 

Outsourcing for survival

The survival of startups in the 
digital and technology domain 
is dependent upon the ability 
to provide services in the global 
market. While startups in the 
e-commerce space, at present, 
can survive within the domestic 
market, other startups involved 
in providing IT services such as 
software development, web page 
designing, big data analytics, app 
development etc., will struggle to 
survive if they do not diversify 
out of the domestic market. 
Such startups need the global 
market to scale their operation 
outside the domestic market, 
and this can be possible through 
outsourcing IT services.  Due 
to the policy gap, technology-
based startups lack access to the 
global market, which limits their 
ability to scale up their activity.342 

Therefore, it is necessary to 
provide an adequate ecosystem 

for technology-based startups 
to provide services in the global 
market thereby enabling them 
to scale up and become self-
sustainable. 

To increase the accessibility 
of domestic startups in the 
global market, the government 
should incorporate the export 
of IT services under the Nepal 
Integrated Trade Strategy343 

and promote the domestic 
technology-driven startups 
sector through bilateral and 
multilateral services deals. 
Furthermore, a policy to provide 
a cash incentive to export-
oriented startups could foster 
an environment in which digital 
and technology-driven startups 
thrive and become sustainable 
businesses. However, increasing 
access to the market will not 
ensure success for technology-
driven startups in Nepal. 
Constraints such as the supply 
of skilled human resources, 
expertise and experience of 
entrepreneurs, and inadequate 
investment required to foster 
an innovative ecosystem may 
hinder the ability of Nepali 
technology-driven startups to 
supply products and services in 
the global market.344

Bridging the skill gap

While an inadequate ecosystem 
has been a significant barrier 
to the growth of digital and 
technology-driven startups, 
a mismatch between the 
supply and demand of human 
resources is another challenge.345 

Entrepreneurs in the IT industry 
are faced with the challenge of 
managing an adequate pool of 
skilled human resources.346 As 
demand for IT skills is increasing, 

educational institutions have 
started offering various IT-
related courses. Educational 
institutions are accompanied 
by emerging tech platforms 
offering bootstrap courses in 
IT skills. Such development has 
ensured an adequate supply 
of skilled human resources for 
technology-enabled startups. 
Nepali technology-led startups 
are unable to compete on a global 
scale in attracting and retaining 
skilled human resources for long 
periods. Training new employees 
and low employee retention lead 
to the high cost associated with 
managing human resources, 
thereby making the survival of 
cash-strapped startups difficult.

Additionally, due to a mismatch 
of skills in the supply of human 
resources and the global 
demand, the capacity of 
technology-driven startups to 
provide outsourcing services 
remains low. The government 
may play a significant role 
in securing the supply-side 
constraints that prevent 
technology-driven startups from 
offering outsourcing services 
on a global scale. This can be 
solved by aligning curriculum 
in educational institutions, 
government-run training and 
vocational programs with global 
demand, thereby enabling them 
to provide outsourcing services. 
Furthermore, effective career 
pathing and guidance to aspirant 
technology talents should be 
provided to ensure that efforts 
are made in the right direction.347 

It will ensure the supply of human 
resources which could cater to 
the outsourcing market in the 
global economy, thus expanding 
the potential market size for such 
startups. 
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Promoting innovation

Startups have become a major 
driver of innovation in the 
economy, and it is especially 
true for technology-driven 
startups. According to the 
World Intellectual Property 
Organization, Nepal was ranked 
111th out of 132 countries in the 
Global Innovation Index 2022,348 
scoring the lowest among its 
South Asian counterparts. The 
study demonstrates that Nepal's 
greatest weaknesses are its 
lack of human capital and the 
dearth of a research-oriented 
institutional culture. Further, 
as of 2022, only 80 patents349  
have been registered at the 
Department of Industries of 
the Government of Nepal, while 
the majority of the patents 
were driven by the production 
of generic pharmaceutical 
products rather than IT-driven 
companies.350 It highlights how 
Nepal’s technology-driven 
institutions lack entrepreneurial 
innovation.

Startups in the IT sector 
can provide an impetus for 
innovation, resulting in the 
creation of new products and 
services to cater to the global 
market. Innovation requires 
market study to find a common 
problem that an entrepreneur 
aims to solve by innovating new 
products and services. It requires 
a high tolerance for risk among 
equity and venture investors. 
The market for investors is very 
shallow as there exists many 
startups but few investors in 
Nepal’s startup ecosystem.351 

To foster innovation, foreign 
venture/equity investors should 
be attracted to invest in Nepali 
startups. Additionally, the market 

for domestic equity investors 
should also be deepened by 
incentivizing domestic investors 
to invest in startups, while also 
removing policy obstacles 
limiting investment amounts. 
Additionally, established banks 
and financial institutions should 
also be encouraged to enter the 
private equity market. It will ease 
the pressure on technology-
driven startups to find investors 
who can absorb the high risk 
associated with innovation. 
Such international investors can 
provide expertise and experience 
to Nepali entrepreneurs which 
could be detrimental to the 
success of entrepreneurial 
innovations in technology-led 
startups. 

Strengthening the enablers

Capacity building of 
entrepreneurs is required for 
scaling up the operations of 
technology-led startups. As they 
compete in the global market, 
startups in the IT sector may find 
their growth limited due to a lack 
of experience and poor judgment 
in the early stages.352 Therefore, it 
might be advantageous for early-
stage startups to collaborate 
with incubation and acceleration 
centres which would provide 
them with resources to help 
them to grow and upscale 
their activities. Likewise, 
domestic entrepreneurs should 
be exposed to international 
experiences, which would 
enable them to understand 
the global market. For example, 
the failure of indigenous ride-
hailing platform Tootle against 
international investor-backed 
Indriver and Pathao highlights a 
steep learning curve for domestic 
entrepreneurs.  By doing so, a 

domestic entrepreneur will be 
able to offer high-quality goods 
and services required to cater 
international market.
 
Way forward

In conclusion, outsourcing 
services should be emphasized 
to enable technology-driven 
startups to scale up and become 
self-sustainable. Nepal stands 
to benefit from technology-led 
startups as landlocked and rigid 
geophysical condition creates 
a disadvantage in the export of 
tangible goods. Products and 
services offered by startups in the 
IT sector are intangible and can 
be provided through the internet, 
thereby bunking geophysical 
limitations. Additionally, 
entrepreneurial innovation can 
also prove to be instrumental 
in solving inefficiency thereby 
fostering productivity in the 
economy. Thus, the ability to 
harness the trade potential of 
technology-driven startups will 
play an important role in fostering 
the entrepreneurial ecosystem of 
Nepal.
 
Likewise, by creating an enabling 
environment for entrepreneurship 
in the IT industry, startups can 
provide an impetus to new 
ideas and innovations, thus 
contributing to economic 
productivity and efficiency. It 
will create high-value jobs which 
will have a high multiplier effect 
on the economy. Government of 
Nepal can strengthen its policies 
on intellectual property to foster 
an innovative entrepreneurial 
ecosystem thereby contributing 
towards resilient economic 
growth and development of 
Nepal. 
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Overview 

For decades, terms like ‘small’, 
‘nascent’, and ‘primitive’ have 
been used to denote Nepal’s 
entrepreneurial ecosystem. The 
ecosystem, which developed 
as a fairly insignificant sector of 
the country's economy for much 
of its recent history, is now in 
the mainstream and exploring 
diversified sectors. In light of this, 
growing businesses are focused 
on providing community-level 
solutions at present, such as 
rainwater harvesting, hazardous 
waste management, eco-friendly 
techniques, urban farming, 
innovative climate resilient 
technologies and techniques, 
and others, suggesting that 
sustainability has become 
central to Nepal’s development 
and innovation agenda. These 
businesses are increasingly 
drawing the focus towards 
creating a balanced economic 
growth that responds to 
environmental care and social 
well-being by incorporating 
green practices in their business 
strategies. 

Although sustainability is not a 

Sustainable start-ups – Can sustainable 
start-ups be a pillar of new strategies 
and competitiveness in Nepal?
By Nasala Maharjan 
beed at beed Management 

new concept, the development 
of sustainable startups is an 
emerging part of the global 
business landscape, and are 
becoming a current trend in 
developing countries including 
Nepal. After the Government 
of Nepal (GoN) and the 
development partners endorsed 
the Kathmandu Declaration as 
a strategic action plan towards 
achieving Green, Resilient, and 
Inclusive Development (GRID) 
in Nepal in 2021, it paved the 
way for adopting the transition 
to sustainable recovery, growth 
and jobs, which further acted as 
a driving force for the country’s 
maturing sustainable startup 
ecosystem. 

Sustainable startups – What 
does it mean for Nepal?

Sustainable startups, in the 
case of Nepal, can be defined 
as those small and young 
enterprises that prioritize 
environmental responsibility, 
energy efficiency, and green 
jobs throughout their production 
and distribution processes.353 

They are a means to achieve 
sustainability by incorporating 

three aspects – economic, social 
and environmental protection to 
meet the needs of the present 
without compromising the needs 
of the future generations. Despite 
being small and in an early stages 
of development, their number 
has been growing. Some of these 
startups include Khaalisisi, Doko 
Recyclers, Baas Sustainables, Eco 
Sathi Nepal, Ecoorb Ventures, 
GhamPower Nepal, and others. 

Given this understanding, 
sustainable startups in Nepal 
incorporate six core capacities 
to achieve sustainable 
development. The capacities, 
presented in the figure below, 
are based on a framework 
constructed by experts354 and 
lessons learned from the 1987 
Brundtland Report released 
by the United Nations World 
Commission on Environment and 
Development, which identified 
sustainability as a key concept 
linking society, environment and 
economy for development.355
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Capacities of 
sustainable startups

Capacity to 
measure progress

Capacity to 
promote equity

Capacity to adapt 
to shock

Capacity to 
transform 

development 
pathways

Capacity to link 
knowledge with 

action

Capacity to 
govern 

cooperatively

Source: Sustainability 
Science – Toward a 

Synthesis (2020)

Figure 24 
Capacities of 

sustainable 
startups

Although these capacities remain 
central, many changes have 
occurred since then. As a result, 
new development models that re-
frame economic problems and 
set new goals have emerged in 
the 21st century. For instance, the 
doughnut model of development, 
which emphasizes a regenerative 
and distributive model to ensure 
that the needs of all people are 
met within the means of the living 
planet, stands as the most viable 
model for fostering the growth 
and development of sustainable 
startups.356 By emphasizing a 
new way of thinking, this model 
acknowledges how the economy 
is closely tied to and dependent 
on society and the living world. 

By incorporating this model into 
its practice, sustainable startups 
serve as key building blocks of the 

country’s long-term strategies 
and competitiveness-led growth.  

Sustainable startups as a pillar 
of new strategies

Green growth and technology 
are priority areas for the 
government to support and 
attain sustainability. On 23 
September 2021, Nepal signed the 
Kathmandu Declaration as a joint 
commitment of the government 
and development partners to 
achieve Green, Resilient, and 
Inclusive Development (GRID). 
Nepal's sustainable startups 
benefit from the GRID policy's 
emphasis on renewable energy, 
urban development, and eco-
friendly, disaster-resistant 
infrastructure.357   Thus, sustainable 
startups that prioritize the 3Rs, 
practice sustainable ethos, and 

collaborate with the private and 
public sectors have emerged. The 
National Planning Commission's 
Envisioning Nepal 2030 long-
term development strategy 
also  emphasizes increasing 
domestic production through 
more enterprises. 

Since there are opportunities to 
grow sustainable startups given 
the interest from the government 
and other stakeholders, many 
international development 
financial institutions have linked 
with impact driven private equity 
funds in Nepal. In recent years, 
International Finance Corporation 
(IFC)’s Business Oxygen Limited 
(BO2), FMO’s Dolma Impact 
Fund and others have invested 
in the energy, waste and other 
key sectors of the country. 
These institutions carry a blend 
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of expertise and funds to foster 
growth of the startups involved in 
these arenas. 

As more strategies are formed, 
more sustainable startups can be 
fostered and facilitated, leading 
to accelerated development. 

Sustainable startups as a driver 
of competitiveness-led growth

Building a startup ecosystem 
is multifaceted and cross-
sectoral. Nepal's sustainable 
startup ecosystem has grown 
alongside agriculture, education, 
health, and other sectors, which 
has paved the way to increase 
the competitiveness of each 
sector. For instance, Farm to 
Finger, a private-public sector 
mobilization startup, creates 
market links between smallholder 
farmers and urban households 
- indicating that the agriculture 
sector will develop competence 
around strong market links. It can 
strengthen the value chain, make 
local produce more competitive, 
and explore export potential as 
well.

However, the bottlenecks 
present in this sector appear 
intricate to address sustainable 
development and its related 
solutions solidly and rapidly.

Bottlenecks posing sustainable 
startups

After the 2007 Geneva 96th 
International Labor Conference, 
Nepal adopted and implemented 
the ILO's Enabling Environment for 
Sustainable Enterprises (EESE) 
process,358 which categorizes 
enabling environment for 
businesses as political, economic, 

social, and environmental. The 
same ‘enabler’ categories stand 
as bottlenecks for sustainable 
startups in Nepal and create 
challenges for the sector. 

• Political landscape: 

Under the political category, the 
EESE states that sustainability 
and governance issues are 
interlinked. The instability of 
political parties and lack of 
coordination among the three 
tiers of government discourage 
sustainable entrepreneurship.359 

Moreover, since Nepal is 
agriculturally dominant, 
policymakers and practitioners 
believe that Nepali farmers have 
been using sustainable methods 
for decades and do not require 
interventions – sustainability 
is regarded as a fairly new 
terminology for century-old 
practices. Given this, the GoN 
has a narrowed focus on building 
sustainable strategies. There are 
no concrete policies or action 
plans for sustainable startups in 
Nepal either, leading to confusion 
and responsibility issues, all of 
which make strategic planning a 
challenge.

• Economic landscape: 

Under the economic category, 
small sustainable startups 
struggle to get credit and financial 
services due to their limited 
market and revenue stream, 
which threatens their market 
survival. For instance, Khaalisisi, 
GhamPower Nepal, Baas 
Sustainables, Eco Sathi Nepal, 
Sustainable Future, and others 
struggle to establish their brand 
and scale-up production. When 
demand is low for these startups 

that are yet to achieve economies 
of scale in production, the cost 
of the end product rises, thus 
making sustainable technologies 
and products expensive.360

The lack of a formal binding 
document also complicates 
businesses' funding, daily 
operations, finances, 
bootstrapping, collateral 
arrangements, and financial 
institution credit schemes. 
According to the World Bank, 
only 9% of startups use banks to 
finance investments, indicating 
a lack of awareness and a lack 
of funds for financial institutions 
to screen and vet applicants for 
even small loans361. Alternative 
sources of funding are yet to be 
explored as well, apart from the 
already existing ones like BO2 
and Dolma Impact Fund. For 
example, Ghana's Venture Capital 
Trust Fund and India's Green India 
Venture Fund leverage funding 
to provide low-cost financing to 
sustainable startups that clean 
the environment, mitigate climate 
change, and more.362 However, in 
Nepal, such funds are limited. 

• Social landscape: 

Under the social category, limited 
human capital act as one of the 
key bottlenecks in Nepal for 
small sustainable enterprises. 
Nepal's poverty level and rural-
urban divide, mostly caused by 
unequal communication and 
transportation infrastructure also 
acts as a major barrier to the 
growth and development of local 
markets, which are the foundation 
of a sustainable startup. 
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• Environment landscape: 

Under the environment category, 
despite recognizing the growing 
risks of climate change and 
disaster to Nepal, especially 
in the agriculture, forestry, 
rural households, and tourism 
sectors, national coordination on 
climate risk mitigation is being 
overshadowed by major power 
politics. The World Bank even 

Policy options Recommendations

Identify province-
specific (localized) 
opportunities 
and challenges 
for sustainable 
entrepreneurship 

• Map the state, number, and sectors of startups in each 
province 

• Profile the skills, capabilities, and experiences of 
entrepreneurs involved in sustainable startups to 
understand their potential

• Encourage Public-Private-Partnership to facilitate the 
identified potential; especially in the Special Economic 
Zone (SEZ) areas which have export potential

Enhance 
entrepreneurial 
education and skill 
development

• Identify government, private and foreign stakeholders 
that can support the startups in the form of co-working 
spaces, accelerators, Non-Resident Nepali (NRN) 
investment, impact investment, etc. 

• Develop local context-specific entrepreneurship 
education and skill development training

• Strengthen the synergy between entrepreneurship 
programs conducted by accelerator programs, incubation 
programs, business incubation support schemes, and 
other training programs. 

Measure and 
share the results 
of sustainable 
entrepreneurship 
initiatives 

• Formulate sector-specific sustainable entrepreneurship 
goals and performance indicators

• Conduct evaluations for the various actors involved in an 
entrepreneurial ecosystem

• Disseminate results and lessons learned to identify 
intervention areas and improve initiatives

reports no improvement in public 
administration and governance 
since 2013.363 Public-private 
partnership (PPP) has also not 
been accelerated, although such 
partnership has the potential 
to develop and transfer locally-
relevant climate and clean 
technologies. One example of this 
can be India’s CIIE platform which 
supports local startups to create 
high-impact interventions.364

Policy options and 
recommendations

With increased awareness, several 
entrepreneurs, companies, and 
investors are gravitating toward 
investing in sustainability in 
Nepal. This creates a huge 
opportunity to boost sustainable 
startup growth, making policy 
options and recommendations 
crucial. 

Table 13 Policy 
options and 

recommendations 
for enhancing 
the growth of 

sustainable 
startups

https://ciie.co/platforms.html
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When such policy options and 
recommendations are integrated 
into the sustainable startup 
ecosystem, the country can 
advance in forming pillars of 
new strategies and developing 
its competency. With better 
strategic planning and potential 
growth in the Gross Domestic 
Product (GDP) as projected by the 
World Bank, Asian Development 

Bank and International Monetary 
Fund,365 sustainable startups may 
help the country in achieving 
Sustainable Development Goals 
(SDGs) and its 2030 goal of 
becoming a middle-income 
country. 

In light of this, the shift towards 
a knowledge-based economy 
has to be acknowledged first. 

Skill-based training on strategic 
planning, entrepreneurship, 
design thinking and others have to 
be facilitated, particularly in rural 
areas. The collaboration between 
the three tiers of the government 
and private sector can play an 
outsized role in shaping and 
facilitating sustainable startups. 
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Over the years, entrepreneurial 
space has seen some 
transformational changes, 
especially as the world 
witnesses a gradual growth in 
women-owned businesses. 
Nepal too is no exception. 
Although entrepreneurship is 
seen predominantly as a male-
dominated field (MDF),366 the 
2019 report released by the 
Central Bureau of Statistics 
(CBS) highlighted that 29.8% of 
Nepali enterprises were owned 
by women and this number is 
expected to rise every year.367 

Does this mean this highly 
gender-skewed field is gradually 
bridging its gender gap in Nepal? 
Unfortunately, the numbers do 
not show us the full picture. 
Despite the rising ownership 
of female-owned businesses, 
existing gender biases and 
systemic disadvantages in social 
structure368 often obstruct 
women’s participation, ownership 
and agency in this field.369

The Constitution of Nepal (2015), 
empower women through the 
right to obtain opportunities in 
education, health, employment, 
and social security - the socio-
political-cultural substructures 
don’t necessarily facilitate the 
expected empowerment. The 
deep-seated cultural, social, 
institutional, organisational and 
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Entrepreneurs in Nepal
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individual beliefs obstruct women 
entrepreneurs from being active 
economic players and stunt the 
growth of the entrepreneurial 
ecosystem in Nepal. The overall 
economic development of Nepal, 
while it prepares to become 
a middle-income developing 
country,370 rests considerably on 
the policy and legal framework 
that integrate women as key 
players into the market. 

This study aims to observe 
common trends and catalysts to 
support women's enterprises and 
reasons for slow growth among 
Nepali women entrepreneurs.

Women Entrepreneurship or 
Surrogate Entrepreneurship?

As per the 2019 study by the CBS, 
almost one-third of businesses 
in Nepal are owned by women.371 

However, using registered 
enterprises as an indicator of 
growth in the number of women 
entrepreneurs in the formal 
market is invalid and limiting in 
the case of Nepal.372 It is common 
in South Asia and quite prevalent 
in Nepal for women to register 
as entrepreneurs but hold 
no to very limited managerial 
responsibilities in the venture. 
These ventures are operated by 
the male member/s of the family 
and function under a ‘surrogate 

ownership’ model. 

In 2020, the World Bank 
published a study on job growth 
potential in SMEs in Nepal and 
found that women entrepreneurs 
are at a disadvantage, to begin 
with. Owing to unequal property 
rights that prevent women from 
owning collateral for bank loans 
and benefits – have been limiting 
their access to finances for 
years. Furthermore, despite there 
being government subsidies 
targeted to encourage women 
business owners, the policies 
and regulations have not been 
able to capture the issue of 
surrogate enterprises that avail 
these subsidies under the guise 
of women-led businesses.373

Considering this, it is imperative 
to dive deeper into the 
entrepreneurial ecosystem in 
Nepal and identify its integration 
frameworks that support women 
entrepreneurs in the same 
ecosystem. 

Initiatives and Schemes 

There are multiple policies, 
initiatives and schemes targeted 
toward women entrepreneurs, 
attempting to make the 
entrepreneurial ecosystem more 
inclusive, accessible and stable.
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The credit scheme introduced by 
the Government of Nepal offers 
subsidized concessional loans 
to women entrepreneurs. The 
scheme allows women to have 
enhanced access to finance, 
as women entrepreneurs can 
take a loan of NPR 1.5 million 
without owning collateral along 
with a subsidy of 6% in the 
interest. Furthermore, the tax 
exemption of 15% is extended 
to enterprises that employ more 
than 50% of native women. The 
initiative by the Ministry of 
Industry falls under the Women 
Entrepreneurship Development 
Fund (WEDF) which aids women 
entrepreneurs in receiving 
financial and other support.374

The Government of Nepal 
also introduced the ‘Women 
Entrepreneurship Facilitation 
Center Operation Procedure, 
2021’ to promote independence 
and enhanced agency among 
women. Although it’s still early 
to gauge the effectiveness 
and impact of the centers 
on women entrepreneurship 
in the country, the intrinsic 
objective of the procedure 
is conducive to building a 
supportive ecosystem.375 The 
center functions as a one-stop 
for all entrepreneurial queries 
that directly influence women’s 
participation. It provides 
information on loans, market 
potential, training and registration 
support. 

Extensive work put in by the 
development partners and 
international non-governmental 
agencies has also managed to 
bring new discourses to the 
fore. For instance, the 2019 
Women Fintech MSME Innovation 

Fund was introduced to allow 
private sector FinTech and 
business solutions for women 
entrepreneurs in a few countries 
of Asia, Nepal is one of them. The 
fund was set up with the core aim 
to realize the role of MSMEs in 
generating jobs and revenue for 
the economy. These independent 
investment opportunities prove 
to be a helpful resource to seek 
technical assistance and training 
from.376

Despite improving environments 
for women’s economic 
empowerment and access to 
finance, these initiatives have 
proved unsuccessful in their top-
down approach to dismantling 
the age-old patriarchal models 
that continue to dictate women’s 
economic engagements. A host 
of challenges prevent women 
entrepreneurs from unlocking 
their potential. 

Socio-economic Barriers 

Although the entrepreneurial 
stages of – creating, nurturing 
and nourishing are the same 
for men and women, in 
reality, the constraints met 
by women are unique and 
multidimensional. While the 
growth of women-owned 
businesses can be attributed to 
multiple educational, political, 
technological, economic and 
legal factors, the presence of 
women entrepreneurs continues 
to be thwarted by deep-rooted 
socio-economic and cultural 
norms. Some of these barriers 
have been discussed below –

 i) Access to Finance

Although the 2015 Constitution 

of Nepal envisages Nepali 
women to have equal access 
and rights, women entrepreneurs 
are often frustrated by poor 
overall assets, unsatisfactory 
implementation of financial rights 
and discriminatory inheritance 
rights. To make matters worse, 
access to financial services for 
women is further obstructed by 
the high cost of transactions, 
strict collateral requirement and 
extensive paperwork, which is in 
addition to their limited financial 
independence and mobility.377 

Despite there being schemes 
and initiatives to support and 
facilitate access to finance, 
managing initial investments and 
seeking credit can prove tricky 
as women continue to count on 
others for capital management.  

ii) Traditional Outlook on 
Women’s Role

In South Asia, women are 
subjected to gender stereotyping 
of jobs that either believe in 
women being conformed to 
household chores or not having 
the ability to manage their 
businesses on their own. This 
inherent bias against women 
owing to patriarchal values 
prevents women from actively 
engaging with opportunities and 
initiatives that are tailored to 
support their enterprises. The 
structural inhibitions further 
prevent women from having 
confidence, pride and mobility 
in their businesses. In addition, 
the double burden of tending 
to household needs while also 
running a business can prove 
tiring and strenuous, pushing 
them to work in informal 
settings.378 According to the 
latest Nepal Labor Force Survey 
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Report of 2017/18, women in 
Nepal work less than 40 hours 
per week. None of the industries 
witnessed a trend where females 
worked for longer durations than 
males.379 Hence, long hours and 
limited access to finance are 
major disadvantages for women 
entrepreneurs who are looking to 
diversify and innovate.380 

iii) Access to Networks 

The majority of women 
enterprises function at a small 
scale and are not associated 
with any group, agency or body 
that connects them to the wider 
entrepreneurial ecosystem. The 
existing networks comprise 
predominantly male members 

and the slow growth of women's 
enterprises can be attributed to 
the unequal representation of 
women in such networks. A lack 
of organization among women 
entrepreneurs further deprives 
them of news, policies, schemes 
and access to inspiring stories, 
which prevents them from 
expanding their ventures.381

Addressing Gender Imbalance 
in Entrepreneurial Ecosystem

Even with a variety of schemes 
offered by independent 
bodies and the government 
along with training facilities 
emerging on digital platforms, 
the entrepreneurial environment 
for women is plagued with 

obstacles. Kickstarting a business 
and managing its capital can 
be tricky, especially when 
the political, legal, economic, 
educational and technological 
frameworks ignore the gendered 
aspects of an enterprise. To bring 
structural changes in Nepal’s 
entrepreneurial ecosystem and 
build a nurturing environment 
for women entrepreneurs, 
economic and entrepreneurial 
policies need to be rethought. 
As an immediate action plan to 
strengthen the entrepreneurial 
ecosystem for women is to draw 
key recommendations for each 
of the four core guiding bodies 
– development partners, the 
government, financial institutions 
and women entrepreneurs.382 383

Development 
Partners and Donor 

Agencies

Building Network

Building a regional knowledge and technology sharing platform 
that would serve as a network of women entrepreneurs. 
Conferences and experience exchange workshops can be 
designed to allow women entrepreneurs to identify barriers and 
find ways to mitigate them. 

Extract Statistical 
Information

Extensive study, in partnership with the government, should 
be undertaken to extract on-ground data on active women 
entrepreneurs. Mainstreaming this into the national data could 
provide insight into targeted support and schemes for women 
business owners. 

Government 

Shifting Mindsets Toward 
Women Entrepreneurs  

Women-led businesses hold great value in bridging the socio-
economic gaps in society. However, there is a need to realise this 
potential and break free from traditional gender expectations 
that dismiss women from taking risks and seeking investments. 

Encouragement through 
Education

Educational programs and workshops should be explored 
in partnership with the government, businesses, NGOs and 
research bodies. The training should focus on equipping women 
entrepreneurs with a theoretical and practical education on 
managing finances, procuring capital, accessing networks and 
more. 

Strengthening the 
Entrepreneurial 
Ecosystem

The government should work towards strengthening the legal 
and policy framework guiding the entrepreneurial ecosystem, 
specifically for women. A lack of targeted policymaking neglects 
gender-sensitive aspects of incubating and running a business. 
The framework must also encourage business networks to 
function at a regional and international scale to facilitate 
incubation centers, operation trainings and knowledge sharing. 

Table 14 Mapping of Recommendations for the Key Guiding Bodies 
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Financial 
Institutions

Educate on Financial 
Services

Business and Financial Institutions, through government-
designed schemes, can integrate an awareness component for 
women entrepreneurs to learn about financial instruments and 
their functioning. 

Building Equal Access

Financial intermediaries can undertake a study to propel 
policymakers into amending and reconsidering women’s 
financial rights. Banks must also identify the specific financial 
needs of women to design schemes that put them at an 
advantage.

Promote Micro- and 
Equity Finance

For women entrepreneurs with limited capital needs, 
microfinancing instruments should be made easily available and 
known. The banking sector along with the government should 
outline regulations pertaining to microfinance institutions. 

Women 
Entrepreneurs

Hold Leadership 
Positions

Representation of women entrepreneurs at networks and 
business associations, and leadership positions, allows for 
women-related barriers to be highlighted and addressed at a 
higher level. 

Active Participation and 
Awareness Building

Dynamic involvement of women entrepreneurs in the market 
and trade bodies further create space for women entrepreneurs 
to engage in new ventures. 

In conclusion, a bottom-up 
approach that identifies the 
challenges and roadblocks 
present to women entrepreneurs 
should be a priority area for key 
guiding bodies to investigate. In 
South Asia, women continue to be 
at a disadvantage in comparison 
to men when it comes to access 
to opportunities, participation 
in the economy, mobility across 

sectors and nature of work, 
and financial independence. 
The added constraint of deep-
rooted and traditional outlook 
towards women’s participation 
outside the home needs to be 
restructured in order to build 
a stable and growth-oriented 
entrepreneurial ecosystem. 
Transforming and including 
women as a key economic 

players in the entrepreneurial 
ecosystem is critical to economic 
development. Achieving it is only 
possible if concerted efforts 
are diverted towards liberating 
women from the constraints 
of limiting socio-economic 
attitudes.
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learned from other 
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green growth. 
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Digital Era deconstructed the 
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tourism and sustainable tourism in 
the country
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Nepal.
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Transport Management 
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NEF Profile

Nepal Economic Forum (NEF) is a premier private sector-led economic policy and 
research organization that seeks to redefine the economic development discourse 
in Nepal.  Founded in 2009 as a not-for-profit organization under the beed (www.
beed.global) umbrella, NEF is a thought center that strives to positively transform 
Nepal’s economic and development policies 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 through 2021.

NEF BROADLY WORKS UNDER THE FOLLOWING AREAS:

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 growth concerns, and 
acts as a platform for information dissemination.

NEF produced the following products as part of BPRC in 2021:

Himalayan Circular  
Economy Forum (HICEF)

HiCEF is a platform to ideate 
research, initiate policy dialogues 

and disseminate information 
relating to the circular economy 

and the Himalayas.

Renewable Energy Center
Renewable Energy Center is an 

incubation program that engages 
multiple stakeholders to articulate 
discourse that will shape national-

level energy policies.

Center for Digital Transformation
Center for Digital Transformation 

is an incubation program that 
addresses cross-cutting themes 

related to digital adoption and 
revolution in emerging and frontier 

markets of Asia and Africa.

Nepal and the World
Nepal and the World (NAW)  

will study Nepal's foreign policy 
and diplomacy.

Global Nepali Network
Global Nepali Network is a 

platform to connect Nepalis 
around the world regardless of 

their citizenship.

Center for Private Sector 
Development

The Center for Private Sector 
Development (CPSD) will focus on 
private sector-led development 

by supporting the growth of small 
and medium enterprises.
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Nepal Economic Forum has been engaged in the discourse of federalism in Nepal since 2009. NEF has engaged in 
multiple policy discourses, conducted assessments and produced publications on Doing Business in Nepal against 
the backdrop of federalism. Hence, through the Doing Business in Federated Nepal (DBFN) vertical, NEF shall continue 
to engage itself in fostering a conducive business environment in the federated structure, supporting local businesses 
and empowering local bodies in governance. For this, NEF intends to open national chapters in each of the seven 
provinces of Nepal to promote localized efforts. 

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 info@nepaleconomicforum.org 

www.linkedin.com/company/nepal-economic-forum

@NEFNepal

https://www.youtube.com/channel/UCP5RNfvnTKSuSrZO4gqGpJw

@nepaleconomicforum   

@nepaleconomicforum

https://medium.com/@nepal-economic-forum

 

NEF operates in domain of Development Consulting (devCon) 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, sectorial studies and public private dialogue. 




