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o) Zha Pxcodure and Practico for Inistating and coacsiving Iaduitriad Proisats
The Planning Commdssion of Napal in sonmltation with he Ministry of
Industry & Commerce formulaites the sectors to be promoted im each five
Yoar plun in the industriul sector. With reference to this guideline,
the practice for initiating und concedving inaustrial projects in Nepal
1ies wi th both the public sector and the private sector,

In the public scctor, usually the Department of Mines end Gelcgy under the
Ministry of Industry and Commcrce undertskes studies on big wineral-based
industrial projcots, Studies are also sometines undertaken by friendly doner
countiries in close cooporation with the Ministry of Industry and Commeres,

In the private sector, uswally an enterprising entreprensur conceives of

e industrial project of his choice, He undertukes the feasibility study

of the projeot at is o cost usially through the Industrial Sorvices Ceatre
or through some private conmltanis, To help the shy private sector ia Nepal,
the Nepal Industrial Devdlopment Corporation (a development bank) usually has
feasibility studios prepured of projects to be undertaken by the private
ssetor, Most of these feasibility studies are carried cut by the Industrial
Services Centre,

Ia the private sector, both domesiic and forelgn investment 15 encoureged
by Mis Majesty's Govommont dt Neal,

41 the institutions concermed with industirial developrent in initiatica,
implemmtation and eviluation of pre-investaent studies in Nepal eam do
seen ia the fvllowving flov diagram o
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Befors ve move to the 1le of each institution it is important to know hov

She industrial scctor hus boon wibedivided by the Ladustriel Enterprises Aot
of Nepal (),

1) "Rurd & Cottage Indusirica® nemis an industry vith o fixed capital

investment up to Rupees twu Mundred thousand,

4) “Sedll Indvstry® means un industry whth & £ixed capital investzeat ranging
from Rupecs tw hundrod thousand to Rupoes one million, -

441) ™Medium Incustry® means an ibdusiry With a fixed eapital investaent
ranging from Rupecs one 1illion ‘o Rupces five mdllion,

V) “Large Inaustry® means an indusiry with a fixed cepital investnent of sore
than Rupecs five milion,

e Zhallstional Rlaing G.od ssiod
The objective of the National Flawning Comsdssion 18 %o meke wvery
possitle offort to bring about planned sconomic development in Nepal
in the frumework of the broad directives of the National Devalopaemt

Councils, Tiis broad objeotive cf NPC 4s supported by the following
subxidiary objectives s

4) Formulating developmont palicies and pluns end periodis devalopmeat
projects in the {ramowork of the broad direotives of the Nationad
Devcloprant Council,

41) Supervising the process of nutionul plan imlesentation

$14) Bvaluating the prodess of implementation and bringing sbout tisdy
srrective seanires,

Oenocerning the industrial sector, the HPC cutlings the priority industries
svideh sre to be promted during each five year plan peried,
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The objoowives of the licuusing bourd s to issue licensos to industries
Hhose cipitid investuont will be more thun as 1 mllion for the pumoses
of thelr ostall'shment, axtension and 1 nevsl, . |

The Dopartment of Induatry aots as the Secretariat to the Licenxing Board,
The Diroclor Geuneral 18 tho exeofficio secretary to the Board,

Yor any industry uith a fixod Sapital of s, 1 mdllion the Director General

reoccmrends tut huy to twio the application to the licensing board for
- apprcval or rcjection,

J¢ Rbmartcant of Inuatrics

1) Theobjoctives of tho department are to

8) Strongthen the buso of industrialization in Nepal
») Influaice the speed of industrial devalopamt

{1) THs dopartmeat  aois as the regulatory institution, It fscues
1iceiges to indusirics wth fixed ospital excecding R, 200,000,
Iadustries vith fixed investament up to b, 00,000 do not require
lioonse, The licensed inductrios are ro;istored in the Depurtment
of Induatry, The Doscrtrent of Industries is concemne ui th the

registration of threo different ontegories of industries nesaly
3mall, Mcdium and Large,

11, Soreein of Projccty
The Dir.clor Gunoral in his eapasity as the seoretary to the Licensing
Seard has the suthority to scroo spplisations forms for license 4o
iaductrics vith any aize or souls of fixed ca.ital investsment from Ms
oWt lcvd, But for g pruval his mtiority as Pireotor Gemeral of the

Deparircnt is 1imitod to industries with Mxd onpitul investaent up %o
M. 1 million,
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1) Qbieciy

Its objeclive 1.8 W0 contribute to the growth of national income by
devcloping Hundicraft wad Cottage rnd Village Industrias throur

the procous ¢f proic wivie 6 s ficetaons of the seattored Lncioraft
Bkills, urtienns wic olhor sidlled wrkers of the rurk. and witan areas,

2) Bg; gensivility

A8 a roiulatory job, lids deyartmont recistors nuw cotlage and vitluge
industries, Bosldes thik, it rcpresonts a financial wid service
dnstitution as it iJ tuinly responmble for the ressurch, deaign snd
developmoat, promotion of prowecvuion «ad marketiag of Jottuges and
Villuge Industry procucts and tueir financing,

3o Zadvatadal Soxviges Colige
This Centre (ISC) was ostiblished by RU/X unier the Devclopeent Boad
Aot 013 in the year 17, with s vicvw to undertako the ind.striil wppert
funetione, including provotion, planning, teechaieal & mana erial wmppert

%0 industrics and feasibiliiy studies, In addition it alovo suporvises and
sduind stors all the industrial distriects ia the country,

The objeotives of I5C are s

1) %o study the couairy!s natural reswrces sad prepare industrial plese
0 foster industrial dewclopuent,

2) To proparoe detailad inforration on the eoLnir!s resources s investaent
policies in order to attract foreign investment,

3) 2o undertcke detallcd ongineering of industrial prujests,
4) To provide man.genont consulting services,

§) To menug: industrial distriots in the kingdom of Nepal.
6) %o provide training in induutrial sea.geneat,




6,

7.

strial Development ration
It 18 the inwatridl development bank of Nepal, Its objectives ares ‘

1) %o promote ana encourage the industries of Nepal to develop, moderaise
and expand tholir aotivities,

2) To provide financial, monagerial and technical assistance to industries
for devalopment, wodernisation and expansion,

!nﬂ Ristra Bank

It 45 the eentrul bank of Nepal
I%s objectives ures

1) % manage the issue of notes
2) to prosote the ciraulation of the icpalese curremcy vithin Nepal

3) %o meintain stability in the foreign exchange rates of the Nepalese
surrency,

4) % mooursge industrialization in the couatry,

§) %o develop banking systes in Nepal,

$) %o devise appropriate monetary policy and promoticnal meamires
rdlated to {inuncial recourees mobilisation and the use of these rescurees,

& Serd.
Parteent of Minewhi Nepdl
Its objectives aret

1) %o undertake evaluation, researsh, feasibility studies, emploratiea of
the mdnoral resources of Nepal in a scientific manner,

2) % regulate, control, develop the mining industries by impleseating
Mines Acts, Laws eto,

3) % maintain aad incroase coatributien of the sining sector to the
0P of Nepal,




o) Oritical roview and of dUffianttics and conmtraints in reneration of vi °
'rqocu & ogu.cies role in alloviatin; these diffioulties,

Thare are still mmny constrsats in the geueration and iml eaentation of vieble

iodustrial projects in lesal. Some of the constraints in the generstion of
Projeots can be stated as follows,

(1) Bwomase of lack of cood date base, Nepal stidl lacks deteiled sestor
oWudies in ths industrial fidd, So ths broad mb-sectors identified by the
NaMlonal Planning Cormission in the fivs years plan has been based os somevhat
ad-hoe basis up %o now,

# e private sector lacks the ©pertise in formuleting industrial projests,
Up % nov this has been carried out by the public sector instiwutdons,

(444) Nepal lacks the tecimical ©psrtise that is requiied for ahosing right
Seslmology and propsr aloice of Raskinery for large industrial projects,

(iv) Nepal lacks t. muman resourses & finanee for underteking exteasive
s%dy of industrial projects in all sub-sectors,

Sose of the constraints fHor lack of isplenentation of visble projeets ia Nepal
are

(1) Beemise of the short hstory of 1ts plenned developsmt (1.0, frem »%)

Soad stil) laks adequate enlightened eaterprenairship to underteke aey
dadustrial veatures,

(41) Docause of the 1imitation of avallahle funds, vighle veature gets Med
dowm for a long tine,




A ummary of P per Projcct

A fairly dotulled feusibility study of an integrated pulp wid paper projeet
vas ourriad cut during tho carly part of 1977 by the Incustriel Services
Centre (iil) at the remost of the Nupal Industriwd Devclopmont Corporstion
(NIDC), thie Covernment's m.dn agency for previding investment finance to
iuvustry, rrior to tids swdy, at least uine other roports on puper
punufucrin, 10 Nepal hus been prepured since 1957, «1though no investment
had followad from these roports,

The ISC study focusses on the feasibility of an integrated pulp wnd papor

m’'1 of 20 tons per duy ¢ pucity busol on azricul ral resivues suoh as rioe

and wheat straw, and sabud (rass which grows vild in the southern toral b1t

of Nepal, The capueity of tho plant was chosen on the bamis of a detailed

study of the market for paper in Nepudl wh.ch showed that ths consumption of
writing and printing yrades of paper was about 500 tona p.as snd would grow

%o over 9000 tons p,a, by T.81/82, To produce this amount of puper the pluat
wuld require sumal inpuis of 18,150 tonues of strav and 11,440 tonnes of

ssbai grass, which wuld bo readily availalle from the projoct area, Other
material inputs requirod wuld include ciustic soda, chiorine, lime, alum, rosin,
ohina clay, coda ash aud coal, most of which wuld be imported, Water and
alestricity wuld also be imortant require.esuts, The availubility of these

were amorng the fuoctors dotcnmining the chosen location of the plant at Bhuirahawe,
in the Westcm (less-devulopud) part of the oountry, Bhal. ahava was also suiteble
in Serms of avuilability of raw waterials, proxindty to iun murket areas,
transportation netwrk, wid lubour aupply,

The project wuld tise tho moda process for pulping the rav material. Imported
machinery uwnd owipment wuld be roquirad for main production processes, nassly
strav and sabad grass puiping, stock preparution, paper-moking, and findshing,
The manpov.cr recuirements for the factory wuld be 7 munagoriul staff, 40 produo-
Hon and eincoring oupormvisory stuff, 55 skilled labourers, 60 cend-skilled,
and 150 un:’ illd; and for adedinistrative and sales funocticas, 6 managerial,

23 staff, und 15 unskill.d wrkers, The time poriod for implomenting the
project wuld be about X tunths, ‘total investment wuld cmount to Rse 908, 9

sdllion, sho finuai.d (it mad rute of rowm w.s edalutod to be 19.4% vith
a8 econorio rate of ret.at of 21,44,




D. Axdank. te dich the study confonmed to the LUIIO concsnt

1o ExequtiYe rmary

The feamibility study opens vith a quantitative statenent of the
highlichts of the projeet and a surmary chapter which covers rost of

the points 1isted in U.ID0's *Executive Summary® ch.pter, Reforence

to the nutional eocnoric value of he project ie made in chapter 3,

This chapter scems to be slightly misplacod and could more appropriately
fora part of the sumary.

% Erelogy bickpreund sud Lisiery
The feaxibility study's introduction presents a fairly dotsiled history
of the studios sarricd out in Nepul sinee K57 which were concerned with
pspor mamfuciurs, iine reports are referel to and corparisops made
betweon the major reports in terms of productis, markets, rov materials,
plant cpadity, location, ete, The introduetion also follows the UaIDO
concepts in describing briefly the major project parametcrs such as rav
material, location and plant capacity, However, it is not stuted who
will promote the project or who the equity holders might be,

% Harkat od plant Sacaciiy
The market study is quite detallcd, consisting of 26 puges, The study
ezamines the different typcs of papers,sources of mupply, prices, sectors
of conaurption, and the geogrey dcal segmentation of the market, The
types and sizes of piper used is ulso examinec iu detail. In the ubsence
of time sories of data, projections are bared on intemational comparisons
and estimates of populatioh and income growth, Howevcr, the ehapier does
not go on to select a s:les prograsue or to culculate estimates of sales
revernse, A more detailed exanination of this area seens partioularly
important in thds case as 1% of the demand for the plunts output is
expected to be from wicillury industiries mwmfacturing books, euvelopes ete,,
wdeh, Jovevor huve yot to be estabiiabed (but sepes uto from the puper pluat),
A marketing strate;y is only briofly mentioned (fuctory sales to wiolesulors
oA a cowdssion baxis), Sales aud distribution costs wre not presented in




be

5.

6.

this chptor, The chupter doss not o to set up a production programme,

although this wuld be a logicul step after the murket study, Similarly,
the conioguonices of the market findings fur jlant cupucily is not spellod
out in this soction,

Egteg.n 8 oad gnppta

The cLupt r on rav nuterials examdnes in considerable detail altemative
raw pulpin: raterial s for tho 1lunt, = ditative properties, avallnbi’ity,
unit conts cte, lowev v, .n rplicit mipply projruwre 18 not drewn up tor
a stotenent of wumul producidin cost, (This is prosented in an annex but
18 not roferrsd t0), liot Wl matoriule and inputs ars covered in this
chpt.r ¢, cheamteals, utilitdes, (These are dedt with in a later chupter
on finuwnciul wndysis vl in wmexes), M improveqent in presentation .nd
clarity sould be posiible here by following the UdIlO format and treating
all matorinls inputa in tho same section of the sWwdy wud by relating samal
production costs erpliciily ¢ the disawsion of materiul liuputs,

losatdon and @i

Tho study comes cut with quite a dotailcd loeationnl analysis comparing the
relativo morits of threo wifferent locations ia vestern Nepal in terw of
labour, power aud wator aupply, infrastructure, meuus for offluent disposal,
and transportation couvis, lowuver, the loratiouul snalysis is inuppropriat-ly
split botwern o chiptors (4 and 7) fusiesd of being o vered in the one
chepter, indnviron-ontdl apport study was propared subssquently by
outsida conwltants to ideatify the ecologicul aspeots of the projoct) seloct
a suitullo cite, and cuculate the cost of emrdsiion digposal,

Prndcat o I

The study presents generdl {ow diagrams of the mumfacturing process but
does not covor othor {yp-a of charts and luyout drawvings, Secope of the
projeot 33 covered briofly, Various teclnological processes are examined and
cospared und a technology ue)ccted, E nipment is 1isted but costing i»
covered in a lat'r enpt v, Civil egincering wris is not ocvered in this
seotiun tut 4a doalth sdth in u later chipt P covoring the economdo analysis
of the project, Present.tion could Lo rreatly fiproved by follosdng the LuILD
formut and brining all tio cgloeorly, uspeots of the projcot into one section,




7.

0.

The sel ootdon of muohinery wid equipnent and the source of such s not expluimod,
It is not indicated whore the cost ostimates arc derived from,

tion and ov: i
The study doos not oontain a sectdon wplicdQy dealing with tids aspeect,

Muboanax

The atudy ;ives the totl runpower rea ired and breskdown between managerial,
supor¥isory wid workuers, A breakdown between fuctory and adwinistrative &
sales i ulw givon, (ruining neods are indieated only briefly, Cost of
manpower i3 not gpocifiul in thie seciuion nor the mumber of shifts to be
run, (Costs are prosontold ism wa annex but no referonce to this annex 4s
sade in the text),

Emigat Ao lciontasion
This 15 coverod in the stdy but not in detail and build up of reeruiteent

ad training of labour u.d stuff is omitted, The cost of the varicus
isplomentuiion activitdes 15 not statd or diseussed,

Hasdcial iud scuemds oilualion

The finwiciul wnullysis cupter of the ISC feanibility stwudy follows alesaly
the UNIDD concopts and format, covering inveatment costs, project finaneing,
production costs, various commercial profitubility criteris, and sensitivity
sndlysdc, A chuptor on nationul eenomic evaluation is included vhioh
eonsiats muinly of a dotailod anulysi of shadov prices for all cost f8eus,

(The econoric rete of rcb:m culeulated on this basis is found to be about
& Mgher than the finunaial rete of retum),
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RABL.LIX

a) Maxa b adich tha ttciglonemakdng nincass dn the ocuntry conld be dmproved

A major study/ spongored by Uil and carried out by the Inwustrial Services
Centre in 1577 catitdd Divgloprent of w0 Instat .t A Infrastuctnge For
Irtusiryg densd cwmined 2nocetril the progreas lcpal had nade in devaloping

and streny vhenine institutdond structures aid operations to facilitate
industrial uovelopreat, and sxundned tho areas obstruoting industirial developnent
oLl Ghe &0 u Lo o corraetive asilon, Included im the conclusions and recosmen-
dationn of . r’y were the follewing noints which have a bearing on the
cubject ot Udn cuatuy’ nopor g

= Orrmnicatic: detwoun thoe public sestor institutions concerned with
drdusirial ¢mrdopr.aat and the private sector was found to be poor and
drernar-d dded~e ond willingnels to exchange in{ormation were needed,
Mo o1 Lig achieved Jn so1s measurs by frequent sevdnars and disoussion
forun- HY L i ccaange of views,

e Adlock ol ¢ooordination belveen the various regulating sgencies oroated sa
il Lol dietiuse An dnveatora.

o Thern vmg 140 attornt ‘o plad investment inm the industrial sector,
(148 53 100 2y weddel by th) preparation of an industrial seetor
plen by In2ic“rinl Soxvices Centre),

e A mpoer of fratd utdons vere carr, ng ocut feasidili: ; studies, investhent
prototicl, eonndting sorvices, finaneing oad training, %o avoid duplication
ot weete of recoucas, rore oollaboration between these varicus instiwutions
end beti~m ‘3 fustiluGons and the users was necessary,

o study fovnu Wt the existing institutions were functicnaliy well-designed
rnd numerdeally sdoqunte tut that they required to be strengthered qualitativaly,
cend addnd stratdve precclires streamline' so as to speod up the docd slon~-mukirg
process, Sore o) thu reocor: cndations ineluded a "Board of Industrial

Invesi.ent cnd Devalopnent® (or altcrmetevely a reconstitution of the existing
Iadustiial Licern-ing Hoard) iu order to improve inter-ministerial co-ordination)

L)




ead & joint 'ladustirial Promotion Comnd ttes', comprising reprosbntatives
from NIDC, ICC, the Dcpi, of Industrios, and the Dept, of Geology and Mines,
Vo co-ordinato t.e pro@uticnal and finmiadal activi‘ics,equired for the
establistment and oporition of industridl projects,

In uddition to the forauolng points, it 46 considered that a closer end more
systematic followup should be carricd out by 15C subsequent to the corpl etdon
of feasibility studies for various clicnts, in order to dotormine what probless
of projcct irplenentation are being cnoountered and, 1f possiblo, ‘o assist

in devixbig und iwplemonting solutions to thase probloss,

i) -

iv) -

Shortetorm enpuris in specific intustri-s to advise on ultemative
tocluolo des, dotuilad iterdsation of machinery and equipment, sources
of mpply, «nd ooat: of the technolory,

Asslstaince in prorotdng projects, posaitly through UHIDO's exdisting
Investment Co-oporative Prugramne Office.

Provision of experts for carrying cut detailed market potential
ressarch studies fur cnort oriouted industrial projects 1o be set up ia
Nepal,

Rurther strongthonin; of the Industriul Scrvices Centrz, tie main
indusiridl promotionul sgoncy of 12G/Nepaul, throuch finuneiul aid for
purchusing sophisticated wppc ¢ ovipuent and o a-pover dovolopment
drought about by fucilitating post craduation studies abroad,

= - = - =]
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