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*)    Iht Procedura orni Pratico for Initiating and an/iftlvin« laA^tl«! >mi.«t. 

Ih« Planning CoMslssion of Nopal in oonsultation with KJt» Ministry of 

Industry 6 Controre« fo mulatos the «octon to be pronot«d in MOh fiv« 
year plun in the industrial Motor,   with refereno« to this guideline, 
th« practice for initiating und concaiving industrial projects in Nepal 
lio» with both the public sector and the privat« Motor, 

IB tho public doctor, usually the Department of Mino» and Oeolcgy under tht 
Ministry of Industry and Conacre« undertakes studios on big oiner«l~ba*«i 

industrial projects.   Studios art also «emetines undertaken by friendly dontr 
«ountries in clos« coop oration with tho Ministry of Industry tad 

X« the privato sector, usually an enterprising entrepreneur conoeiv«« of 
a« industrial project of his choice.   Ho undertake« tho feasibility study 
of tho projcot at bis OJû cost usually through tho Industrial Sonrio«« Contro 

•r through KM private consul tanta.    To halp the shy privat« soetor in Nopal, 

til« M«pal Industrial Development Corporation (a developnent bank) usually has 
feasibility studios prepured of projects to b« undertaken by tho privat« 

«««tor.   Most of tnss« feasibility studios aro carried out by the Industrial 
services Centre, 

X» the) private sector, both don«stit sad foreign inv«««n«nt is eneourafei 
by His Majesty's Govomnont o*f «opal. 

•)     *h« *>!• of Inatifettnna frvnoemnd with Tnriurt«*»!   IW,^—ut in laitA«^ 

IsnlfMMntatinn .,nrt arnau itdnn nf Prtwtuvnato^nt swftfr 

All the institutions concerned with industri al development in initiation, 
lapl «Mentation and evaluation of pro-investnont studios in ««pal «en b« 
s««n U the following How diagraa i 
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B afora we BOT© to the rol« of «ach instilutdon it it important to know how 

th« induatrlal aoctor hna boon -ub-dividwl by th« Industrial fifctaipri««« Aot 
•f l«pal (2)30). 

1)    •Hii'il le Oottaga Indusirlaa* rwena an induetry »dth a fixed capital 
investment up to Büpoeo two hunürau thousand. 

il)    *S«all Inuuotrj9 aeaaa an industry *Ui a fixed editai invaatavint ranfia 
fro« ftjpec» tuo hundred thousand to tupoaa on« ^n^», 

üi)    "H»Tlium Industry" »«an« un industry with a fixed coital iflVaataant 

ranging from tupeoa on« trillion to Ävpeea fiv« million. 

iV)    •Laige Industry» céans .-»o indueiry with a fixed capital inrtitoant ©f aort 
than tupeoa five oillion, 

Iht Bolt nf enoh Inatitntiona Karr*««ifd i* th» w^>t ^p h. ttrflflT 

•tatti M ftill n vt 

1.    îha Mutilai PlMnrn^ ç iftlripj 

The objective of the national Planning Coawisaion it «o Mka «vary 

potatoi« «ffort to brine about planned «oonosdo daralopnaai in Nepal 

in th« fraa«w&rk of th« broaà directiv«« of th« National IHnrolopacnt 
Gov noil a. This broad objectiva of 1JPC it supported by ib« fnllrr^^ 
subsidiary objectivas s 

i)   fbraul&tLng developomt polioiaa and pl*ns and periodi« develop««** 
projects in the framouork of in« broad directives of th« National 
Devalopiroct Council» 

il)   Supervising th« process of nation«! plan it^laaentation 

ili)   sValuetinj. th« p rodeas of ispleaantation and brineins about ti«ely 
•»rroetiv« «assures, 

Otaoerniac th« indu atrial «ector, th« HPC outlines th« priority induatria« 
«tol«h axe to ba promoted durine •**& fiv« y««r plan period. 
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2.    ilcantinfl )^ .ifl 

Tht obJooUvec of tht neonati« board it to issu« lictneoa to indu.tri•• 

•hoat capita investit will be mow ti»« a» 1 million for tht purpotts 
of their OBUibl « ahnent, oxtonaion and i xievai. 

Tht Department of Industry Aott a« th* Secretariat to tht iictnainß Board. 
Ina Director Control it tbo «»^officio atcrttary to  tot Board. 

For any induatry uith a fixed oapital of R». 1 «illion tht Director Cotral 

rtocmirends tut h*» to talco tht application to tht licensing board for 
approval or rejection, 

3«    J>JBltrtriBtnf Tn-.hifltri.sff 

1)    Tht oLjoctivea of tho department art to i 

a) Stroncthen tht baso of indu striali tattoo in Nepal 
») Influait tht tpetd of induatrial dtvalopatnt 

li)    Thit deportami      aots at tht rtjjulatorjr institution.   It lacutt 
llttueea to industri ca with fixud tapi tal exeaodias Riè 300,000. 
laduttriea with fixod invctUttat up to Ri. 300,000 do Dot raqui rt 

lioonte.    Tht licensed indu etrioa art ro^ittortd in tht DtpartatAt 
•f Industry,    Tht Dq;crtttcnt of Induttritt ia oonetrn«* with tht 

rtfiatrntlon of threo different OftttËoriet of indu atri »a naatly 
SatOl, Mct'iuai and Lare o, 

iii/    Sorerniri" of projet 

Tht tfir^clcr (ignorai ia hit topueity at tht eaoratary to tht Li censing 

tux* Ima tht authority to «oreen appllttttone fora* for Ileana* to 
iaduetrlia with any ir se or seal« of fixod oa^ital inraaUtnt fro« hit 

•IA Uval.   But for û^jrùval nia authority aa Director 0 antral of tht 

Depart ,cnt it limitcxi to induttritt with fixai tritai intettatnt up to 
la.  1 million. 
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4.    PoDflrt^nt *f Cottura h VìII.^é ln>hiB^t,| 

Zie objective x« Ho a. ..tribute to the growth of naticn.il incese by 

developing Huuiicrai't aid Cottle 'fld Village Ináuetria« throw *\ 

the proca¿& cf prou, «iv¿* «nu u*¿¡ riCvtionu oí the scattered hvioioraft 

•kills, urtlt'iris .JíHJ. othor skillcj vurVors of th« raro:, ma uïtan »TMI, 

2)   Bflìftoj>4'4,Uty 

As a recule tory job, t:d« dtoartoont rocistars nuw cottage &nd village 

Indu »tri es.    Bosidos. tide, it represents a financial und service 

iôstitution as it i¿ t-oiniy responsible for th« reteursh, design ana 

Asvelopmoat, promotion of proaicuon «ad »arketUtí of JotUajos «né 

Yillugo Industry proüucts aud tudr finan cine, 

5. jatortilal Sem se a Ca^ra 
ltd» Cantre (ISC) was established by HMO/A un 1er th« Development Boa?* 

lot 2013 in the y«ar OT+ with s view to undertake the industrial xpport 

funeUonc. includine prenoti on, planning, technical ft man^eri.vL support 

to industries and feasibility studi««.   In addition it alt» supervises and 

sitirinl stora «11 the industrial distriots in the country. 

The ©bjeotive« of I3C are t 

1)    1» study th« country4 s natural resnurecte aftd prepare industrial plan« 

to foster industrial development. 

a)   So proparo detail od iufoncation on the eountr;*1 • reoourco« and 

poli cd«s in ord«r to attract foreign investment. 

)) So undertake detailed engineering of industrial projects, 

4) 16 provide nauufeaont consultine services, 

|) f» asnuf c industrial di stri ots in the ki&fidoa of M «pal. 

t) Ss provide trainine in induutrlal aan^eoeBt, 



*•   *mtl todmtrtal PcvalOMnqnt Corporation 

Zi if the la ou« trial devolopn.f^t tank of Jf«3>«\,    It« objectives arti 

1)   Si pronote aaa eocouraee the industries of Nepal to develop, aedernlse 
and eaçsnd thair activities. 

l)   lb provide financial, managerial and technical assistane« to industries 
for development, nodemisation and «canalón. 

?•   HmoX Rastra Bank 

It is tha «antral bank of Mapa! 

Its objectives arai 

1)   to nonage toa issu« of notas 

i)   to pronta the circulation of tha Mapalaso currency within Nepal 

D   to aaiatain stabular la the foreign exohange mies of tha Nepal««« 

¿)   to «aeeurag« industrialisation in the country. 

|)   to develop banking ayate« in Nepal. 

a)   ta devise appropriata nenetary policy and pronotional —asuras 

relatad to financial resooraaa «obilisetion and the use «f these resource«. 

Ä SCO«, 
i.   |g#r1fesit of Mineii/h,;P Nop*?, 

Its objectives are« 

1)   to undertake «valuation, rosearen, feasibility studies, e^leretion of 

the sanerai resoureee of Nepal in a sdenti fio sumar« 

ft)   ta regulate, control, develop the «dniag industri.«« by isgfl seen ting 
Mines Acts, Law« at©. 

y)   ti aaintaln and increase contribution «f the sonine ««éter to the 
0» »t Nepal. 

m 



*     SFÌU**Ì r0Vl8W ""* 0f «**«!* n. "« con.tr.int, in ^^tLoa Qf ^, 
pojoot. fc «tt.rt>» rol, in .UqviaUi.; the,, difficult!«,. 

*•*••*• atiU *«y oon.trtírto i« th. |.u.rotion «ad ^«lUtlon of *4*lo 
iadu.tri.1 potete in II*«¡L   So». 0f th. «m.twdat. in th. g«.r»Uoa of 
»lojoot. orna bo lUUi *« folloni 

(1)   B.coi.t of lock of cood dot. b4.o, Hf>a .till U*. à.tal.d ««tor 
•fedi*, la th. iadu.trial field.    So th. broad «ub...ctor. id«tifi.d by th. 
Mftttoaol Piaaniag Conaisalon in th. fi*. yMUr. pi« ha. b.« buid OU o»**.* 
•A-to« bui. 19 to aoWt 

m   »• prieto «ootor lûok. th« «*.rti.. i* ibwul.tii« iadu.tri.1 »»joot«. 
% % flow this hoo booa earn«! out by th. public Motor iaotltutdoa., 

(ili) »«poi lo*, th. toohoiwa o*.rtU. that i. roo^** fcr oho*i« 114ht 
*****& má prop,, ohoie. of maakÚA9rr for lMft 4^,^^ pw>4#aU# 

(i*) Hopai iMk. ta.   hunan retour.«« 4 finan», for und«rtokiaf oxtoAoli» 
•Mr ©* iadu»triol projeot. la àUL •uUmtor*. 

•f th. ooa.troiat* &r la* of laplo**«**» of Viotto projet, i» M«pol 

(i)   BMi». of tho tóort hi.tory of it. pi«** dorolopMat (i.o, (M **) 
I** wmx lack. «doimiat. «lif hton* «ot«proB.uroaip to iiadorWk. 
iadu.triai Twtur... 

<tt) Booatoo of tho limitation of «vallato. Au*., Yi«bl. *«.tor. foi. Moi 
in« Ar « loaf Uso« 



fiMffi hfV'tiV I    ICV JbUlty :vt>v-iv of rjarr Proioct at nhainvh.ftwf 

A*   ainmarvof P porPr^rgfr 

A fairly detailed feasibility stidy of an integrated pulp and paper project 

vaa oarricd out during iì\o early part of 197? by the Inuuotrial Services 

Centre (iüC) at the re juo&t of the Nepal Industrial Development Corpo ration 

(NIDC), the Gov. rnm«nt«3 nuin aßoncy for providing investment finance to 

iuuuatry.    j-nor to this sUidy,  at least nine other reports on pttper 

»unufacU-ria   in Ji-ptd hua been prtpured since 1957, although no investaent 
had foUowoJ from theo« roj*>rts, 

the ISC study fo cu esce on the feasibility of an inte« rated pulp and paper 

PA 1 of 30 tons per diy c jmcity buaoU on agricultural residues au oh at rio« 

and wheat straw, and ojbai ¿¡rasa which grow» wild in the southern Ural belt 

of Nepal,    The capacity of tho plant was chosen on the basis of a detailed 

•fcidy of the market for paper in Jkp«l which ehowed that tha oousuapUon of 

writinc and printing gradeo of paper was about 5OC0 tons p.a. ¿aid would grow 

to over 9000 tons p.«. by T,81/82.    To produce tide aoount of puper the plant 

would rehire manual Inputs of 18,150 tenues of straw and 11,440 tonnes of 

sabal grass, which would bo readily available from the project area.   Other 

•at«rial inputs requirod vould include caustic coda, colorino, lime, alua, rosin, 

china day, ooda aoh and coal, most of which would b<» it$x>rted,    water and 

electricity would also be in^ortant requires «te.   The availability of those 

were anon» the fuotors dote twining the ohoson locaUon of the plant at BhuirjJiawa, 

1» the Western (less-devuLopui) part of the country,   Bh&Uohawa was also suitable 

la teres of avallabilittf of raw »ateríais, proxtndty to r>ún »urteet areas, 

transportation network, and labour supply, 

the projeot would tise tho ooda proci s* for pulping the raw asteria!,   laported 

•achinery mid equipment would be roquircd for «ai« production processes, naaely 

straw and Sabal graos pulpine, stock preparation, paper-making, and fini shine. 

The laanpovcr requiremontn for the factory would be V »aaaforial staff, 40 produc- 

tion and »rincorine cuporviaory duff, 55 skilled labourera, 60 oaod-akilled, 

and 150 un:' iindj «nd lor adidniatrutive *»»d soles funoUtas, 6 managerial, 

23 iUff, lind 15 unsklllvd workers.   The Uae period for icploccnttn«; the 

project would be about JO month».    Total investment would anount to «4,108,1 

Billion,    iho rinaiíoi.d. latmul rute of return w.ts cdajliitud to be 19.4JI with 
an eoononip ruto of return of 21,42. 



••     *«*—-t t*  trfrinh tha «taidv r^nforaad  te th. L\iIDQ  oaneent 

Ths feasibility study opens idth a quantitative statement of the 
hißhliehts of the project ma a summary chapter vhich covers cost of 

the points listed in U..1D01» "Executive Summary" chapter.   Rcforenoe 

to the national eoonondc value of tie project is made ia chap tor 3. 
This chapter soeas to be slightly udsplaoed end OoUld nor« appropriately 

fora part of the suxmary. 

2.   Project b&cfcg«>und ¿¿id history 

The feasibility study*» introduction presents a fairly detail tri history 
of the studios carried out ia Kepal sinoe 1S57 which were ooncerned with 

pspor mauufucturs.   ¡«ino reports are referai to and conpari sons asde 

between the major reports in terms of products, marie et», rav «ateríais, 
plant capacity, location, etc«    The introduction also follows the UalDO 

concepts in describing briefly the major project parameters such as raw 

•ateriol, location and plant capacity»   However, it is not stated who 
will presóte the project or who the tejultgr holders might be. 

%    Haitrat nnd ni Mit aorigitv 

The market study is quit« detailed, con si »tin« of 2& pages«    The study 
examines the different types of papers, eourees of supply, price», seotors 

of oonouEption, and the g cog rep deal segmentation of the market.    The 

types and sizes of pisper used is also examined ia detail.   Ia toe absence 
of Mas series of data, projection» are bared on international comparisons 
end estimates of population and income growth.   However, the ehep ter does 

mot go on to select a srles programe or to calculate estimates of sales 
revenue,   A sore detailed examination of this area seems particularly 
important ia this ease as 30* of the demand for the plants output is 

expected to be from ancillary industries »¿rai faotu ring books, euvelopes ete«, 
which, hovevor have yot to be etttabLiahed (but sepe ato from the paper plant), 
A marketing strategy is only briefly mentioned (fuotory sales to wlolesalera 
•m m ooundssiom basi a),   ¿isles and distribution costs are not preeented ia 



this ch.¡ptor.    The ch/»ptcr tbm» not fio to *«t up a prediction prog ramm«, 

although thlB would be a locioul «tip after tit© wurket study,   SiaAlatty, 

the coa.'tocfiioiioo» of the nurtcet fLi)dini¿t for jlant cecity it not apellad 

out iß tbAu sooUon, 

4.   fotoi-LiU' ' l(1 irltl'i?, 

The chnpt-r on raw Materials exaud»»"» in considerable detail alternative 

raw pulp in- ritortola for tho plant, i. .litattv*» proporli <n5, avail nbiHty, 

unit costs etc,    Itowov r,  ,JI (rpilcit mpply pro;;runrre is not dn.wn up »or 

a ototenciit of iiniiuul pru.tucti' n ooat.    (Ihia ie proboutod in on annox but 

il not rofciTitd to).    Uot oil ma turi ule and inputs ara oovured in this 

chiptr <v, rhc\ntcaL3, utilities.    (Thou« art» dt-dt with in a lator chapter 

on finuuciul urmlyciu  mù in uancxoa).    An in^rove lent in presentation and 

clarity would bo poeUblo hero by fol1 owing the Mil» for^>t    end trtatin« 

•11 matoriulG inputs in th© aun« aocüon of U»e «tudy and by relating annual 

production cost» explicitly te  th» discusido« of material iupute, 

5.    fptmti.m nnd  idt* 

Th« ttudy como» out with quit« a detail ed lo tallonai analysis comparine the 

relativo merits of thrco ai fferont locations i.i Western Nopal la tern of 

labour, power owl wat r supply, iufrastructuro, n.eui¿s for of fluent disposal, 

and transportation cots LO,    üowuvor,  tht locatiouul analyaia it inappropriately 

tplit botwom -wo chitptaro (A und 7) i »ötead of being oc 'trad in tht oat 

Chapter»    An environ» tsitul apport itudy we* preparad subaeouentiy by 

outaid* eouiulttftttb to IdeaUfy the eculoticul aapcots of the pro joe t*  aeioet 

a sui tullo cite, and ad culate tit« ooat uf eaurdsr.ion diapoaal. 

t.    »i»<eat cii-incorinr. 

Tht study presents General Üov aiocr »»• of the muiw facto rinn procès- but 

atas not covor othor typ a of charts mid layout drawings,    ¿¿oops of tht 

projeot 5 n eovcrod hriofly.   Vnrious toctmoloßical processes art exaadnid and 

cotpnred tmd a technology sic'rcted,    E lulpment is listed but costing is 

eovered in a lût-r ehçt r,    Civil ei^inoerln** W>»"AS is not covered in this 

•action but ia do.-a.th with in a lator cLaii r oovorinu tht eoonoodo /wolyais 

of tho project.   Present itiun could bo rrtatly iiipruved by following tht li.l«) 

fomut und briJii,j.ne «11 tho i^iatorlni; umetta of the projcot into one aeetioa. 



Tht eelocUon of muohineiy iixd etjuipiueiit and the source of m eh is not tJ^lnimod, 

It is not indicated nhoro the cost estimate« are derived fron. 

Tht study do01 not oontain a neotdon illicitly dealinr tdth this aspaet, 

8,    üttfiBflMflC 

The study (,ivo§ the to Vü. munpowar roa i rad and brededom between nanaferial, 

suporrlsory mid work ors,    A brcA&doun between fuetory end administrative ft 
•alos le idi© givoti,    Trainine neods are indicated only briefly.    Cost of 

aanpowar is not tpocifiul in this section nor the nunber of shifts to bo 

run,    (Cotti oro pxosontod in «n annex but no reference to this annex it 
•ade in the text). 

9.  risicati ir.rflraailajfclafl 

This i a covered in tho atrdy but not in detail and build up of raaruitejant 
«nd training of labour a.d staff ie osdtted.    The ooet of the Tarlo«« 
ispl emonta láoa «eUvities ie not stated or dlMusacá« 

10. fllifllMìAfai iiltd inaiaìriB tnfli1lin1eÌÉMI 

The financial unolyais c upter of tha ISC feasibility study folio we olotaly 

the UNIDO ooncopte and fomat, co vcrine invoatment oosts, projoct financing, 

production cost», various commercial profitability criteri», and sensitivity 
analyade,   A chuptor on national economic evaluetdon ie included which 

•anelata nain] y of a dotali od anelyel   of shadow prices for all oost UNI, 

(The eoononic rata of rebttn calculated on thla basis is found to be about 
3$ Mfher than tha finunoifil rat« of return). 
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O  Karl tor wt^rn Wju^^frmftaM nacían to Um orna fan anuid bt IgrnYrt 

A major study idoneo rod by UitlHü and carried out by tho Industrial Services 

c«ntro in T?7? cuti tua ii.Tùflw^nï nf «iM.IflrtkV-.*/./a A I"fra»\nictnrtt For 
IllllE^^lxJÍ-ii^^ .anánotl in ct-t-al the progresa ¿icyal had made in developing 

and strenc vhonin-^ institutional gtrueturea QUO operations to facilitate 

indù culai c cv CíO*: treat, and âxunLned tho areas obstructing industrial development 

r^J -ym />" i .a. . corrective o-ition.    Included in the conclu »ions and reooiuten- 

datiom of Vi j rhi'V -were tho follcwíus poluta i^hich have a bearing on tho 

subject et* thin «vjaiiy njper i 

• (Kxunicatic- bctvocrv tho publie aeotor institutions oonoorned with 

industriell ¿T^dopr.cmt and the privat« sector was found to be poor and 

inerter i tij.ul^:;.'n and vdllingneas to oxciiaaga information were needed. 

IMs cr•}* bo -wHovpd in soa* measure by froquent seednars and dissuasion 

ib nur"    or -, tr. •» cxúiange of vie**, 

-   k\rck o? t.ortnation be^vaen the various regulating scende* oroatod a« 

clryrph' '. o'~ ¿.letn>*v in iairtotor*. 

• i: cr- »-ss li MA-» attorti t to plat investment la the indu atrial so« tor, 

(I'lt r 3 1.0" V^-y; :••^cii'.i by tho preparation of an industrial soetor 

pl*B by Iriic^KL Sorvicei Centra), 

• i eneo«? of ir iti butions vere earr„ -ne out foasibili / studies, inveetftant 

pro'otio 1, ooimilt<.nG sorvicea, fiaaneine and training. So avoid duplioatioa 

t>M verte •>£ 7cscu:'c*3, core colla'Jo ration between these •arious institutions 

end bevaci 'Vi institutions and the users wms necessary. 

2h3 study fjur.u .»iut tho existing institutions wore functionally woU-desi^ned 

end nuBoricill:' adecju/vte bit that they required to be atrengthertd qualitatively, 

end od.dni arative preccJurcs r-troasuMno.' so as to apead up the deci sloa-Bukirg 

process.    Sore ox tho rcoor- endations included a •Board of Industrial 

Invasi rit end Û* vài opnent" (or al terse.tevcly a reconstitution of tho aid sting 

Indu stilai Licer -ing Board) in orier to inprovo inier-adniaterial oo-ordinatioa| 



a joint Uuüutftrial Promotion Connittee1, oowpriaine reprosbntatlvea 
fro« 8IDC, IÜC,  the Dq/u, of Iaduatrioa, and tha D<çt. of Geology and Minea, 

to oo-ordinato t..e pmOüticnal and fixíanaiol aoti vi U required for the 
•établi ehmant and oporttion of industrial project», 

In addition to the forqjoinu pointe, it ie considered that a dopar end «ora 

ay a tama tic follo*»up nhould be carri od out by I5C subsequent to the cospletloa 

of feasibility ttudioo for vnrioua clicnto, in ordar to dotonalne what probi ae>e 
of project irnlcncntalion aro beine cnoountared and, if poaaiblo, te aaslat 
in devising und inpletnontiiie solution» to thoaa p roblo*». 

•)    BMOTft'Crid Uoiia fur nos-lLUo tiilUÛ ^i^Gt,inQ« 

1) -   Short-turn» e^.<r«u ?n ^eoiilo in. tu »tri' a to adviee on alternative 

toeluiolouiotif dotali at iteudsation of machinery and »qulpaent, 
of »apply, and eootr of tha technology. 

U) -   Asalat-jnc« in pronotinfi project», poeoitly tfasugh UMIDO*• 
Investment Co-operative Programe Office» 

ill) -   Provi aio» of averts for carrying out detallad aaifcet potential 
research afeidiee for -j^.ort o ri ou tod indu atri«! projeeta to be aat up la 
«•pal. 

if) •   Airthor strong thoniiv; of tha Indu atri ul Servi oca Centra, the Baia 

industrial prosoUoaul agency of ICC/Nepal, through fia«û«iul aid far 

purchuúiiK sophisticated uup^c t c^ ipn.cnt and m o-pover imrnlijpeeal 
brought about by fuettitatintf j*»t Graduation atudiea abroad. 
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