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PREFACE 

'Ibis Industrial Development Review is one of a series of country studies 
prepared by the Regional and Country Studies Branch of the United Nations 
Industrial Development Organization {UNIDO). 

The Reviews present brief factual and analytical surveys of industrial 
development in deve:!.oping countries. Such industry-specific Jeviews are in 
dema:·d for a variety of purposes: to provide an information service to 
relevant sections within UNIDO and other international organizations and aid 
agencies concerned with technical assistance to industry; to be used as a 
reference source for financial organizations, public and private industrial 
enterprises, and economic research institutes in developed and dev£loping 
countries; and to serve as a handy, useful information source for policy
aakers in developing countries. The Reviews do not represent in-depth 
industrial surveys. With an exclusive focus on industry they present 
information and analyses on the broad spectru11 of the industrial development 
process in the countries concerned in a condensed fora. 

The Reviews draw primarily on information and material available at UHIDO 
headquarters from national and international sources as well as data contained 
in the UNIDO data base. Generally, specific field surveys are not 
undertaken. The presentation of up-to-date informaLion on sub-sectoral 
manufacturing trends is usually constrained by incomplete national data on the 
industrial sector. To supplement efforts under way in UNIDO to illprove the 
data base and to monitor industrial progress and changes ou a regular basis, 
it is hoped that the relevant national authorities and institutions and ot~r 
readers will provide comments and further information. Such response wil 1 
greatly assist in updating the Reviews. 

The present Review was prepared on the basis of information available at 
UNIDO headquarters by early-1988. It is divided into two rat!ler distinct 
parts. Chapters l and 2 are analytical in character, giving first a brief 
overview of the country's economy and its manufacturing sector and then a more 
detailed review of the structure and development of its manufact~cing 
industrieF, with a focus on the task of meeting the basic needs. Chapter 3 
reviews policy measures relevant to industrial development and presents 
information on the more important governmental and other institutions involved 
in industrial development. Chapter 4 contains information on Nepal's resource 
endowments for industrial development and identifies crucial areas requiring 
technical assistance. 

It should be noted that the Revi~ws are not official statements of 
intention or pclicy by governments nor d" the views and comments contained 
therein necessarily reflect those of the respective governments. 
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unless otherwise indicated, follow 
Statistical Yearbook. 
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reported; 
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contained in this Review are based on data sourced from the UNIDO data base, 
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GNP (1986/87) 

Population (1988) 
Annual average growth rate 

Economically active 
pofulation (198t) 

GDP per capita (1986/87) 

Annual real growth rate of 
GDP at 1974/75 prices 
(per cent) 

GDP by sector of origin 
(percentage) 

Annual average r~te of 
inflation.!!." 

Exchange rate 
(NRs equivalents to $1) 

!1 Preliminary estimate. 
b/ Estimate. 
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BASIC INDICATORS l 

The econO!IY 

NRs 56,013 million~" 

17,994 thousand~" 
2.66 (1971-1987) 

7.76 •illion 

NRs 3,270 ($156) 

1974/75-1980/81 1981/82 1982/83 1983/84 1984/85 
3.3 3.8 -3.0 7 .8 3.0 

1985/86 1986/87~" 
4.0 2.3 

Agriculture£" 
Industry 

Manufacturing 
Services 

1974/75 
71.8 
8.0 
4.2 

20.2 

1984/85~" 
61.7 
11.9 
4.6 

26.4 

1974/75-1980/81 1981/82 1982/83 1983/84 1984/85 
6.5 10.4 14.2 6.2 4.1 

1985/86 
15.9 

1980 1981 1982 1983 1984 1985 1986 1987 
12.0 13.2 14.3 15.2 18.0 20.7 22.0 :1.6 

1988(Feb) 
22.0 

cl Including fisheries and forestry. 
~I Urban consumers' price index. 
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(per cent) 
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Transport (1986/87) 
Roads 
Railways 
Ropevays 

!I Preliminary. 

Sugarcane (586). oil seeds (79). 
tobacco (51. jute (2l), potato (391) 

Paddy (2,804). wheat (598) 9 .. ize (874). 
aillet (138), barley (23) 

: 6.3 aillion ha 
bar4 wood forest (53.5). aixed forest 
(20.7), conifer forest (14.9), shrub 
forest (10.9) 

: A&ri-li.ae (7.0). clay (6.7), magnesite 
(63.2), talc (8.8), lime stone (167.8) 

. . 6,134 km of which 2,7~1 km paved 
52 km 
42 km 
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Balance oi payments 
(current account deficit, 
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Outstanding foreign debt 
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Percentage of GDP 
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Debt service (mid-1987) 
Percentage of export 
earnings 

. . 

. . 

. . 

. . 
: 

. . 

: 

. . 

. . 

. . 

a/ Based on estimate figures. 
~I First nine months- provisional. 

Nils 3.078 •illion 

Food and live animals. crude -terials • 
and inedibles. finished products 

India (29.0), the United States (23.7) • 
Sri Lanka (15.5). United fingdoa (f,.4) 

Nits 9,341 million 

Manufactured materials. -chinery and 
transport equipment. che1aical drugs, 
mineral fuels and lubricants. food and 
live animals 

India (30.3), Japan (23.0). P.R.China (7.3), 
Singapore (6.1). Republic of Korea (5.5) 

1980/81 1981/82 1982/83 1983/84 1985/86 
295.9 392.3 1671.4 1343.4 1373.9 

1986/87.l/ 
1934.4 

Nits 2,235.3 million 

$600 million 

25 per cent 

6.7 per cent 
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MVA per capita (1984/85) 

Faployment in manufacturing 
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as percentage of total 
labour force 

Structure of MVA 

Annual real growth rate of 
industrial output at 1974/75 
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Tctal value - exports 
- imports 

Share of manufacture 
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!I Preliminary estimate. 

Nils 1,792 •illion 

Nils 107.4 

81,050 

1.2 per cent 

Consumer goods 
Intermediate goods 
Capital goods 

1972/73 1977/78 1981/82 

86.5 
11.2 
2.3 

87.6 
9.0 
3.4 

92.0 
5.5 
2.5 

1974/75-1980/81 
6.2 

1981/82 1982/83 1983/84 

1984/85 
-1.5 

1985/86 
18.7 

NRs 1,829 million 
NRs 6,803 million 

59.4 per cent 
72.8 per cent 

11.5 19.7 8.7 

1986/87A-" 
27.6 
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Ill. IB!!l:Eill in4iHYEI 
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Sbare of unufacturad 
axp~rts£1 in total 
exports (1915) per ceat St.O 65.1 z.tt' Sl.t(I U.6fl 
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L11ports£/ in total 
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base, United ••~Lons statLstlcs, national statlstlcs an4 Wor14 aan4' data 1l9se do not alwa1• tallJ preciHlJ end, 
tbarefore, discrepancies •1 be fo.md ~ lalsc Iadlcaton 5, MMI the taxt 11'41 'l'altlas. 

l' Years other tban 1984. 
£1 II'l'C 5 to I less (67 and 68). 
fl 1976. 

•' 1977. ,, 1911. ,, 1914. 
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SutlWlY 

the econom, of llepal rebounded well in 1987/88. with around 6 per cent 
iacrease in GNP and about 12 per cent increase in food grain production 
against the sluggish growth trends which had prevailed in the preceding few 
,ears. The pace of ecoaoaic growth in llepal had remained subdued in 1985/87. 
as growth of GDP in real term faltered from 4 per cent in 1985/86 to 2.3 per 
cent. The sluggish growth trend was explained largely by the vulnerability of 
agricultural production. the •iaatay of the economy. to periodic droughts. 
In consequence of unfavourable weather conditions food production fell by 
7.8 per cent in l~/87. 

Despite Nepal's efforts to diversify its ecooom,J. progress has been slow 
with growth of GDP barely keeping pace with the growth of population. 
currently estimated at 2.66 per cent a year. With a per capita incm1e of 
about $156 in 1986/87 llepal is classified as one of the least developed 
economies in Asia. this poor economic performance has st-.1 largely from 
the country's landlocked. difficult terrain. lillited natural resources and 
iDIMlequate resource mbilization. In the face of rapidly growing spending. 
the government bee- increasingly dependent on external assistance. 

Total guaranteed external public debt in sid-1987 stood at around 
$600 llillion. representing 25 per cent of GDP. The debt service rEtio of 
about ·6.7 per cent reflects the degree of concessionality in the foreign 
assistance package. It ia estimated that the average rate of interest on the 
outstanding debt of llepal is only 1.1 per cent. 

The World Bank bas established a $? 50 •illion loan facility for the 
period 1985-1990. Within the fra11evork of the World Bank-induced Structural 
Adjust.ent Progrume the government endeavours to raise domestic resources. 
reduce budgetary deficits and control credit expansion. the envisaged target 
of an average annual growth rate of 4.5 per cent during the Seventh Plan 
(1985-1990) is based on the assumption that the country's agricultural sector 
would grow at 3.5 per cent annually and the non-agricultural sector would 
record an average annual growth rate of 5.7 per cent during the Plan period. 

In terms of growth the manufacturing sector in llepal constitutes the most 
dynaic sector of the llepalese economy. Although it still accounts for only 
about 5 per cent of GDP it bas grown at a real average rate of about 10 per 
ceat during 1981-1987. The •nufacturing sectol' is characterized by a high 
degree of dualis• - with moat enterprise bein1· ,:f a cottage industry type• 
e11ploying little capital and getting weak infrastiuctural support. The larger 
11a11ufacturing establishments are concentrated in a relatively few 
manufacturing branches - food processing. textiles and non-metallic minerals. 
There ia almost a coeplete absence of capital goods production and the metal 
processing industry is also relatively underdeveloped. Little structural 
change baa taken place in the manufacturing sector during the last decade. 

Productivity growth within the manufacturing sector baa remained low. 
While the gross prof it to value added ratio i• exceptionally high by 
developing country stan~ards. high material coats per unit of production have 
.. ant that surplus for reinvestment remains typically small. Bank and 
govenment loan financing have thus been important determinants of the level 
of invest11ent growth. Improving enterprise efficiency depends crucially upon 
a corresponding improvement in the infrastructural f~cilities. The absence of 
an efficient transportation system remain• perhaps the single most important 
conatraint on the growth of Nepalese manufacturing. 
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Despite the fact that most branches are domestic d~ oriented 
manufactures constitute a large proportion of total Nepalese exports. The 
export structure is not diversified. however - consistiq of textiles. 
garments and a small range of mnufactured products. The scope for export 
diversification is small and Nepalese ex.porters have not benefited frOll the 
relatively unrestricted trade policy that India bas adopted vis-a-vis Nepal. 
Nepal usually bas a very large deficit on the balance of -nufacturing trade. 
Ibere exists a very high level of illport dependence - industrial policies have 
not yet sufficiently exploited the scope for illport substitution. Competitive 
illport substitution can contribute towards the development of a better balance 
in the regional distribution of large- and medium-scale enterprise, but the 
crucial constraint in this respect. is once again the relatively weak 
infrastructural support for manufacturing enterprises o-.!tside the Eastern and 
Ceatra!. regions. 

flultilateral technical assistance can contribute significantly towards 
the industrial development of Nepal. Ibere is need for the provision of 
assistance for the establisbllent of institutional 11echanisa for linking 
private and public .. nagellel!t structures. This is crucial for the success of 
the government's privatization progrmmes. rev entrepreneurs are interested 
in simply taking over existing enterprises but there re.ains some scope for 
the negotiation of joint ventures and imaginative technical collaboration 
agreements. The State's capacity to utilize concessional funds, its ability 
to monitor the operation of industrial enterprises and to ensure c011pliance 
vitb its directives also requires strengthening. Particularly important in 
this connection is the development of an effective industrial data base. 

Assistance also needs to be provided for still upgrading particularly 
within the cottage and s-ll-scale industry sector. Enhancement of 
adllinistrative, accountancy and managerial skills here can have a significant 
positive iapact on productivity. The development of an institutional 
framework for the promotion of ancillarization and subcontracting linkages 
between large and small manufacturing enterprise is also of considerable 
i11pe>rtance. 

Nepal• s development efforts are currently attuned to the government's 
endeavour to meet the basic needs of the people by the year 2000. The 
government also aims at achieving the pace of econoaic expansion needed to 
raise per capita income to average South Asian levels by the year 2000. With 
a view to achieving the above objective3, the New Industrial Policy announced 
in October 1987 is co11111itted to create an atmosphere conducive to the rapid 
growth of the manufa-::turing sector. The government tends to rely on the 
progressive expansion of the private sector in order to translate its 
ambit:oua targets into reality. 



l. TIE ECOIOIY OF IEPAL 

1.1 llecent econoaic trends 

The econo19Y of Nepal rebounded well in 1987188. with GNP and food grain 
pro4uction growing at around 6 per cent and 11 per cent respectively, COllPared 
11ith the sluggish growth trends which bad prevailed in the preceding fev 
years. With a 1.3 per cent increase in GDP in 1986/87. down from 4 per cent 
in 1985/86 in real ter11S. the pace of ecOOOllic g~h in Nepal bad remained 
subdued. This sluggish growth trend bad largely been due to a 7 .8 per cent 
decline in food grain production in 1986/87 caused by unfavourable weather 
conditions. BoveVP.r, the growth in the industrial sector bad been impressive 
even during these years. The growth rate of industrial production was 
es timate>d at 17. 6 per cent in 1986/87; much higher than an 18. 7 per cent 
increase achieved in the preceding fiscal year. The unprecedented rate of 
expansion of the industrial sector in recent years could not significantly 
contribute to the aggregate expansion of the economy because of the 
preponderance of the agricultural sector in Nepal. During 1987 there was a 
significant acceleration of inflationary pressure the annual rate of 
inflation exceeded 10 per cent. This created a need for a corresponding 
depreciation of the Nepalese Rupee, the nominal extenial value of which fell 
by about 8 per cent. 

The balance of payments situation continued to deteriorate during 1987. 
The trade deficit during 1985/86 was of the order of NRs 6,260 •illion 
(equivalent to about 10 per cent of GDP). Over the eight-month period from 
July 19R6 to March 1987 exports fell by 2 per cent - due mainly to a ban on 
grain exports - and imports rose by over 13 per cent. The trade deficit was 
expected to expand significantly during 1987. Foreign reserves at ~d 1987 
were equivalent to about four months import cover. The trade deficit with 
India increased by 17 per cent during 1987. The balance of payments was 
likely to show a small surplus of SDRs 7 million in 1987/88 due to increased 
worker remittances and foreign aid inflows. 

Nepal bas continued to borrow heavily fr""' multilateral and bilateral 
concessional sources in recent years. Total guaranteed public debt in 
mid-1987 stood at slightly over $600 million - equivalent to 25 per cent of 
GDP. The debt service to export ratio bas tripled between 1951 and 1986 - but 
is still equal to only 6.7 per cent in 1987/88 due to the heavily subsidized 
character of Nepalese borrowing. The average interest rate on foreign loans 
paid by Nepal is only 1.1 per cent. In order to accelerate foreign aid 
inflows the government announced early in 1987 a coanitment to reducing the 
budgetary deficit by 50 per cent in the 1Q86-1991 period, achieving an annual 
GDP growth rate of 4.5 per cent and lowering annual population growth from 
2.66 per cent to 1.2 per cent in that year. The World Bank has established a 
$150 million loan facility for the 1985-1990 period. The Nepal aid consortium 
substantially increased commitments in April 1987 - from $307 million for 
fiscal year 1986/87 to $570 million in fiscal year 1987/88. Seventy-five per 
cent of the 1987/88 commitment relates to the financing of development 
projects of particular interest to Nepal's success in meeting the basic needs 
of the people. During 1987 aid has also been obtained from the People's 
Republic of China for financing sugar and tyre production projects. The 
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government endeavours to introduce several changes in fiscal, monetary ..nd 
pricing policies within the framework of the World Ba.n!.:-induced Structnr•l 
Adjustment Progrmme, with a view to raising domestic resources, reducing 
budgetary deficits and controlling domestic credit expansion. 

The budgetary deficit for 1987/88 is esti .. ted at 35 per cent of 
govera11ent expenditure, c09pared vith 41 per cent in 1986/87. Annex Table A-l 
shows that whereas govenment revenue is exp-!cted to increase by 26 per cent 
during 1987/88 foreign recei~ts (loans and grants) are esti .. ted to grew by 
63.5 per cent and total expenditure is to increase by 33 per cent. The 
1987/88 budget expects foreign grants and loan5 t., provide for 43 per cent of 
total government expenditure and for 61 per cent of expenditure on development 
projects. Foreign borrowing is expected to account for about 75 per cent of 
the budgetary deficit - in 1984/85 this ratio vas estimated at 51 per cent. 
IP that year foreign grants and loans accounted for about 36 per cent of total 
and 53 per cent of de~lopment expenditure. Depeudt.-nce on foreign funds as a 
means for financing the budgetary deficit has increased. 

A rapid increase in foreign borrowing and c~itments and disbursements 
is seen as essential for achieving the government's current endeavour to meet 
the basic needs of the people by the year 2000. The Seventh Plan (1985-1990) 
encourages an annual increase of 4.5 per cent in GDP • The envisaged ta::-get 
calls for a growth rate of 3.5 per cent in agriculture and 5.7 per cent in the 
non-agricultural sector annually. The goverr.-ent seeks to achieve the pace of 
economic expansion essential to achieve the objective of raising per capita 
income to average South Asian levels by the year 2000. 

l.Z Econoeic structure 

With a per capita income of about $156 in 1986/87 Nepal is classified as 
one of the least developed economies in Asia. Its economic problems are 
compo1.111ded by its geography - dominated by isolated mountain terrain, lacking 
direct access to the sea. Growth of real GDP has barely kept pace with the 
growth of population in the past 15 years. The country's population is 
estimated at 18 •illion in early 1988. 

GNP per capita has grown at the rate of 0.1 per cent over the 1965-1985. 
Nepal is thus the slowest growing economy in the South Asian Association for 
Regional Co-operation (SAARC) region, with the possible exception of 
Bhutan.!." Per capita income is esti•ted to have grown at the rate of 
l. 7 per cent per annum during the Sixth Plan period (1980-1985), but the 
growth 9Dlle0tum bas slackened since then and as noted earlier per capita 
income declined by 0.5 per cent during 1986/87. 

An overview of the relative importance of agriculture and 
non-agricultural sectors is given in Table 1.1. The dominant position of the 
agricultural sector emerges clearly. The shares of agriculture and 
non-agriculture sectors as components of GDP in 1986/87 were 58.3 per cent and 
40. 7 per cent respectively at current market prices, and 61.6 per cent and 
38.4 per cent respectively in real terms. Paddy production, which occupies a 
de>11inant position among food crops, fell by 15.4 per cent in 1986/87, and the 
area under cultivation also decreased by 4.2 per cent in the same year. With 
the exception of wheat, other crops were affected by the adverse impact of 
unfavourable weather conditions. 

!/ Members of SAARC include 
Pakistan and Sri Lanka. 
available for Bhutan. 

Bangladesh, Bhutan, India, Maldives, Nepal, 
Time series estimates for GNP gr,,wth are not 



bx maJor 11ctor1 • p\1tribvtion of Gl)P 197!/75-1916/87 
Table 1.1. (RI• in million) 

con1t1nt pric11, in current and 

1974175 1975176 1976177 1977171 1971179 1979110 191011\ 1911112 1912113 1913114 1954115 

lfcminal GDP ll.a.11.1 lla.ll! 1LJl2 1Ll.ll ll....W llJll 1Z...lli u..m ll.r..lJl ll.a.lli. il..lll 
qt"lcu \ture 11,UO 11,611 10,506 ll, 752 U,522 U,613 15,67t 17,t03 H,212 22 .317 24' ""1 
llon-qrlculture 5,021 5,713 6, 774 7,910 1,693 t,661 U,621 U,OIS U,479 1~ ... , 'L1 ,Ot7 

... 1 GDP 
<1974175 DC"lce) lLlll l1....m lLll1 1LW lL.Q!l 1L.1R1 12&lll lA.all.Q Ua.lll u...w. 1L.ll2 

A&rlculture 11,550 11,615 11,Ul 11,Ul u,.ao 10,933 12,066 12,'16 12,UI U,661 U,HO 
llon-qdcultuH 5,021 5,615 6,611 7,.\66 7,561 7,673 1,092 1,30.\ 7,119 1,205 1,530 

bYill: Centt'al Bureau of Statl•tlc•. 

Al .. vl•ed pHllalnar1 ••tlaate. "I PHllaln•C"J ••tlaate. 

1915116!.l1tl6ll7!!./ 

~ lid13 

29,195 33,210 
20,229 22,103 

ll&1 1L.lll w 

l.\,601 U,752 
1,12" 9,210 
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Annex Table A-2 shows tbat the share <!of agriculture i:l GDP bas declined 

in recent years. from 69 per cent in 1974/75 to 56.8 per cent in 1980/81 and 
50.4 per cent in 198"/85. Stagnation occurred in the 1976/77-1979/80 and 
1981/82-198"/85 periods. which was partly related to droughts: production 
declined further in 1986/87. In spite of the couotry•s vast water rf!sources. 
h-rigated agriculture is still very unc~. 

Growth bas been fastest in the finance and real estate sector. This 
sector does not account for a large share of CDP yet; in 1985. the last year 
for which detailed data were available. it stood at 7 .3 per cent. Its growth 
is probably related to the conspicuous growth of the construction sector• 
which representl!d 6.5 per cent of GDP in 198"/85. "'1cb of the expansion i11 
the two sectors is due to i~-~stment in facilities for the tourist industry. 
Growth in the "other" services sector reflects the growth of government 
serri.ces during the past decade. the manufacturing sector bas not 
significantly increased its share: in 1974/75 it provided la.2 per cent of GDP 
and in 1984/85 its share stood at 4.4 per cent. Most manufacturing is of a 
Sllllll-scale or cottage nature: of the 4.900 industrial entP.rprises enU11erated 
in the 1981/82 Census of ltan~facturing Industry (...,1 cottage industries were 
not covered by the Census)• less than 300 enterprises bad fixed assets worth 
mre than NRs 500 9 000. 

Despite the relatively weak growth performance, both domestic savings and 
in"Vestment rates b&ve increased appreciably over the past two decades. the 
gross domestic saving to CDP ratio was less than 10 per cent in 1965. in 
198"/85 it equalled 12 per cent. the domestic invest•nt to CDP ratio 
iac.rea:;ed from 6 per cent to 21 per cent over the same period. Nepal has a 
domestic savings rate lover than that of India. but 90re than twice as high as 
that of Pakistan and three times that of Bangladesh. Its investment rate is 
higher than that of Bangladesh and Pakistan and lover than that of India and 
Sri Lanta. Both domestic savings and investment ratios are expected to 
decline during the Seventh Plan: the for:ner is expected to be about 8 per cent 
and the latter 17 per cent of 1990.Y Increased aiphasis is thus being 
placed on greater utilization of .. foreign savings" - reaittance. aid and flows 
- and on the achieveaent of a significant lovering of the increaental capital 
output ratio during the second half of the 1980s. 

Nepal •s export/GNP ratio averaged 5 per cent during 1980-1985 - in 1985 
the value of this ratio vu lover for Nepal than for any other SARC llellber. 
The •in exports are carpets• leather and jute products; a wide range of food 
products (generally of a low degree of processing) is also exported in varying 
quantities. I11ports conatitute a much larger share of CDP: from 15.29 per 
cent in 1979/80 they ro~e to 17.73 per cent in 1984/85. The major categories 
of goods imported are •chinery and vehicles. fuel. textiles. iron and steel. 
As exports are s•ll and stagnating. the trade deficit has grown strongly in 
recent years. 

Al though the al110st c09plete trade dependence on India bas di•inished 
since the late 1960s. llOSt of Nepal's trade is still with that country. 
India's share of Nepalese exports declined frOll 61.6 per cent in 1980/81 to 
43 .6 per cent in 1986/87. Tht= Indian share of Nepalese imports was 49 .1 per 
cent in 1980/81 but declined to 46.3 per cent in 1984/85. Exports to India 
included food products, jute goods and leather products. Carpet• are mainly 

!/ CovernMDt of Nepal, Seventh Plan 1985-1990. lathllandu, 1985. 
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exported to Europe. On the i11pOrt side., India dominates insofar as food is 
concerned., and the same is true., to a lesser extent., for chemicals and drugs. 
Almost all fuel is i11pOrted froa overseas. Apart froa India., Japan stands as 
the .. jor ovecseas trading partner. 

Nepal •s trade dependence on India is a consequence of its landlocked 
position. Transit costs of overseas trade are considerable. Nepal•s nearest 
port., Calcutta., is located 1.,100 m from the southern border. A road 
connexion with the People•s Republic of China exists., but intensive trade 
contacts are inhibited by the high costs and seasonal nature of road transport 
through the Chinese Bi11alayas. 

Despite ·'! large and growing trade deficit., Ne1=3l has usually had a 
surplus on its balance of pa,_ents during the 1930s. This is mainly due to a 
large increase in official capital inflows which have risen from 
Nb 577 aillion in 1979/80 to NRs 1.,700 aillion in 1986/87. Foreign loans -
obtained at conces£ional rates oi interest - have risen in roughly siailar 
proportion. In 1986/87 they exceeded inflows obtained as direct governaent 
grants. Amortisation has increased froa NRs 28 aillion to NRs 166 atllion 
Oftr this period. Total external debt is currently estiaeted at about 
$600 ailliun. The debt to GNP ratio was about 25 per cent in 198?. lbe value 
of this ratio was lover for Nepal than for any other SAARC aeaber country in 
1985., excepting India. Due to the highly concessional nature of Nepal •s 
foreign borrowings the debt service ratio is only 6.7 per cent - significantly 
lover than that of any other South Asian country. Thus despite its heavy 
dependence on foreign capital inflows Nepal is one of the least indebted 
econaaies of that region. 

Virtually al 1 foreign loans obtained have been through the governaent 
which plays an i.aportant role within the econoay. The government is also a 
•jor purchaser of doaestically produced goods. There were 59 public sector 
enterprises in the aid-1980s., of which 43 were fully governaent-owned. Kost 
of the larger aanufacturing enterprises are public enterprises. 

The contribution of public enterprises to GDP has stagnate~ at around 
2.3 per cent; the performance of public trading companies has been especially 
disappointing in recent years. Since the late 1970s no new public enterprises 
have been created., and soae efforts have been made to make the existing ones 
aore productive by operating thea on coaaercial criteria. Apart fro• those 
eaployed in public enterprises, the government employs some 70,0<.0 civil 
servants. 

Nepal's development efforts are currently attuned to the government's 
endeavour to meet the basic needs of the people by the year 7000. With a view 
to achieving this objective, the government is co ... itted to create an 
ataosphere for the manufacturing sector to play a dynamic rol~ in accelerating 
lhe pace of e~onomic expansion and in generating productive employment 
opportunities. Although industrialization is still in a incipient stage of 
development in Nepal, many opportunities exist for profitable investment in 
i11port substitution and in export-oriented industries. Priority is given to 
industries which meet the basic needs of the people, i.e., textiles, shoes and 
sandals, cement, bricks and construction materials, paper, pencils and other 
educational materials, medicine and health related equipment. The government 
tends to rely on the expansion of these manufacturing activities to translate 
its aspirations towards meeting the basic needs of the people into reality. 
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1.3 OYervie\. of ~~-:ianufacturiog sector 

Nepal• s -nufacturing sector is six ti.lies -uer than that of aur-. 
nine ti.es s-ller than that of Sri Lanta and thirteen timps s-ller than 
Bangladesh. However. the rate of growth of PIVA J!!!.._capita in Nepal has been 
high and significantly t.ig1'er than that of developing countries taken as a 
group. Nevertheless in 1984 MVA per capita in Nepal equalled 3.7 per cent of 
the average per capita PIVA level in d~veloping countries. In 1984 MVA vas 
estiJlated at $100 aillion. vith MVA ~ capita approxiJlately at $6. 

ttanufacturing activities in Nepal remain in light industries. with 
lim.ted progress in intermediate and capital goods. The latest industrial 
census for 1982/83 estiJlated the nuaber of enterprises eaploying ten workers 
or •re at 4.903. of which 39 532 (72 per cent) were rice or oil •ills 
employing 74 9000 workers. The total nUllber of operating -nufacturing units 
disposing of •re than NRs 2.00.000 worth of -chinery and equipment vas around 
42.2. in 1984. It was estiJlated in 1980 that less than 1 per cent of the labour 
force was employed in the large-s.:ale industrial sector in Nepal. The 
corresponding figure for Bhutan vas 3 per cent. Bangladesh 6 per cent. India 
13 per cent• Sri Lanka 13 per cent and I~ 19 per cent. This comparison 
once again shows that despite its relatively rapid growth manufacturing 
activity represents a very s .. 11 sec-ent of the econoaic life of Nepal. 

Cottage industries.!-" are •inly involved in food processing; cereal and 
oil ailling and ghee aaking (clarified butter) standir.g out as aajor 
activities. Cottage industry production for the market mainly consists of 
textiles (cotton fabrics. floor coverings) and buiboo products. There is a 
trend towards cert!-ll and oil ailling by special. •chanized units. The most 
iaportant modem industries include brick and tile aanufacture. construction 
.. terials. paper. foodgrain processing and vegetable oil extraction. sugar 
refining and brewery. Nepal's traditional industries. such as basket aaking. 
cotton fabrics, edible oils. etc •• eaploy around l aillion workers. Cotton 
garments becam Nepal's chief export item when Indian manufacturers redeployed 
operations to Nepal. To reduce the large influx of Indian labourers totalling 
around 60,000 in 1985. the government instituted a registration policy for 
garmnt aanufacturers. Within the textiles branch. jute and cotton 
unufacturing are aajor industries; carpets have more recently become an 
important product. Savmilling. furniture making and printing are major 
activities in the wood. paper and allied industries. The chemicals branch is 
still at an early stage of development; polythene pipes have in recent years 
become an important product. 

Of the aineral-based industries in operation. nine organized industrial 
units are significant. Among these are the Bi•l Cement. which has recently 
expanded its capacity. the Retauda Cement. which has begun its coamercial 
operations• two small cement production units in the private sector, the 
Agriculture and Lime Industry, the Grodavari Marble Industry, the Iron 
Foundry. as well as the Orinol Magnesite and the Ganegh Lead Industry, which 
are ready to begin production. 

!/ The data on cottage industries presented in this study ref er to 
industrial units with investments in machinery and equipment not 
exceeding NRs 200,000 and investments in fixed assets not exceeding 
NRs 500,000 in rural areas or NRs 800,000 in urban areas. Cottage 
industries have recently been redefined as manufacturing establishemnts 
with a fixed investment not exceeding NRs 500.000 and an annual turnover 
not exceeding NRs 2,000,000; in the case of units relying on imported raw 
material the turnover ceiling is NRs 1,000,000. 
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During the first nine months of the fiscal year 1986/87. the operation of 
new production units in sugac. cigarette and cement industries has been 
helpful in recording significant rates of expansion; production of sugar. 
cigarette and cement rose by 71.6 per cent. 24.9 per cent and 114 per cent. 
respectively. during the same period. A 12.2 per cent increase in output 
achieved by Nepal's jute industry during the first nine months of 1986/87 was 
largely due to favourable international •rtet conditions. Changing market 
situation favoured beer and cotton industries. In contrast to the general 
trend of increasing •nufacturing output during 1986/87 processed leather. 
soap. agricultucal tools. stainless steel utensils and biscuits suffered 
declining trends in production levels. 

Following a review of the current industrial policy, the government of 
Nepal endeavours to si•plify registration procedures. wlth a focus on efforts 
to invigorate manufacturing activities in domestic resoruce-based. 
export-oriented and other industries manufacturing essential goods for the 
people. The government also attempts to promote private sector participation 
and foreign collaboration in industrial ventures deemed necessary for the 
growth and structural transformation of the .. nufacturing sector in Nepal. 
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REAL GROWTH RATES OF GDP AND INDUSTRIAL OUTPUT, 1S74/75-1986/87 

Year 

!f Preliainary estiaate. 
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EXPORTS AND IMPORTS 
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OESTNAl10N CF EXPOR1S, 1986 
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2. STRUCTURE AID PERFOlllAICE OF THE llAIUFACTURIIC SE~TOR 

2.1 Growth and structural change 

In teras of growth the manufacturing sector bas been the most dyna11ic 
sector in the Nepalese economy. Typically it bas grown twice as fast as GDP 
and five ti.lies faster than the agricultural sector. Whereas income per capita 
bas stagnated, MVA per capita bas doubled over the 1970-1984 period. The 
11a11uf acturing sector recorded an average annual of rate growth of 10 per cent 
during 1981-1987. Moreover, manufacturing growth bas remained high in the 
1986-87 period. During 1985/86-1986/87 manufacturing production is estimated 
to have grown at an annual average rate of 23 per cent!.' while GDP growth 
bas been about 3 per cent and agricultural production suffered a -jor set 
back in 1986/87. 

Table 2.1 presents indices of industrial productionA' for the -jor 
11a11ufacturing branches over the period 1974/75 to 1986/87. The most rap:idl:,r 
growing branches are synthetic textiles, soap, cement, beer, liquor, tea and 
plywood. Most industrial branches ~egistered a rate of growth that was 
significantly below the sectoral average. This indicates that the standard 
deviation of growth during most years was high. For the series as a whole the 
average value of the standard deviation coefficient was estimated to be 
significantly larger than the mean. Thus, although the -.iufacturing sector 
as a whole has grown at a rapid rate, growth bas remained concentrated in a 
relatively small number of industries. Most of the rapidly growing industries 
have a relatively small weight in total industrial production. Thus the 
combined weight of the seven fastest growing branches listed above was only 
14 per cent. Most of these branches were either producers or users of 
intermediate products such as soap and synthetic textiles. The older 
industries with a significantly higher weight in sectoral production tended to 
grow .:>re slowly. Thus jute, sugar, cigarettes, shoes, leather and 
agricultural tools all had below average growth rates during this period. 
Together these branches account for over 60 per cent of aggregate 
manufacturing production. 

Estimates of growth presented above relate to the registered large- and 
medium-scale manufacturing enterprises. Most of the cottage industries are 
unregistered. Statistical data on the cottage sector are scarce. A 1977/78 
survey estimated that 1,215,000 people were employed in some 750,000 
cottage-scale units. Employment in these is mostly part-time. Equipment ia 
generally unsophisticated, and productivity per worker is low. The 
contrib•1tion of cottage industries to GDP baa been eati11ated at 1. 3 per cent 
in 1981/82, or leas than half the GDP share of the registered 11anufacturing 
sector, the two combined contributing 4.2 per cent to GDP. 

Absence of value added estimates makes it difficult to measure the rate 
and form of structural change within the manufacturing sector. Growth rates 
esti11ated on the basis of production value .. y reflect growth in input coats -
particularly if a large proportion of these inputs are iaported - and not in 
the contribution 11ade by the branch to growth in GDP. Moreover, the time 

!/ Based on industrial production index (1974/75 • 100). 

~I The manufacturing trends revealed by production indices are calculated by 
physical volume of output presented in Annex Table A-3. 



Table 2.1: lD~ll gf ~Ddy1t£~I~ m!~2Y~. li7~lZ~-lillllZ 
(1974175 -· 100) 

tndu•trlal Weight •' 
product T. 19U/75 1975176 1976177 1977178 1978179 1979180 1980/81 1981/12 \982/'3 198311• 19U/15 1985/16 1916/17~/ 

.Jut• &ood• 12.51 100.00 130.•0 137.00 133.28 126.5• 120.41 132.60 126.39 151.96 173,15 163.21 133.60 U•.70 
SUgar \6.39 100.00 89.15 137.10 222.22 228.07 118. 72 100.79 11•.11 187.46 U6.70 92.56 127.•0 206.20 
Cigarettes U.23 100.00 81.52 59.10 5•.o 68.92 54.72 60.35 94.U 106.92 lU.64 lU.67 151.00 166.•0 
llatches 2.12 100.00 104.62 101.39 104.31 111.56 107. 70 96.46 117.10 132.20 172.73 190.91 176.30 115. 70 
Liquor 2.10 100.00 251.93 237.95 306.70 203.13 311.61 351. 79 159.12 149.11 359.12 01.41 564.30 609.•0 
Soap l.20 100.00 108.87 208.19 147.81 125.81 131. 70 295.29 3U.31 572.39 627 .13 161.50 1,030,50 1,022.50 
Shoe• 3.44 100.00 84.35 78.32 U.23 76.68 100.36 116.15 87, 73 125.15 103.79 111,50 159.10 199.90 
._..ther 5. "" 100.00 106.74 175.82 201.61 211.88 298.07 289.25 262. 76 U9.4• •U.62 360.65 321.20 256 .80 
Agt'lcultural tools 0.68 100.00 30.67 95.67 104.33 59.67 69.00 21.67 51.00 122.67 160.33 113.33 130.30 117 .30 
ha 1.37 100.00 144.09 155.51 162.60 128.35 152. 36 210.63 246 .06 211.10 325.59 319.37 •14.20 .... 5.70 
Stainless st .. 1 

utensils 3.68 100.00 112.11 100.u 110.90 181.46 417.\1 301.21 300.00 239.7• 281.U 371.79 272.•0 239. 70 
Bricks and tiles 4.49 100.00 129.30 92.81 80.34 48.50 132.13 100.26 81.66 120.00 116.36 98.U 111.00 lU.70 
... r 1.82 100.00 118.60 91.57 lU.53 171.66 190.U 212.06 185.47 219.53 •54.22 331.10 438.•o 581.•0 
cotton textiles 8.10 100.00 100.26 124.40 92.60 ::>7.83 13.07 126.60 163.38 119.67 243.81 250.79 336.10 388.20 ..... 

""' C--t 7.36 100.00 158.52 141.39 78.61 108.28 108.28 120.02 112. 79 1.37.23 145.U 116.88 356.60 657.30 
Biscuits 2.U 100.00 106.99 120.30 199.17 331.94 318.U 271.70 377 .20 379.20 605.32 721.96 781.70 712.00 
PlJV004 0.34 1on.oo 100.00 283.36 302.31 298.02 502.64 683.53 765.57 637.07 671.09 432.71 335.70 Ul.00 
S:Jnthetlc textiles 2.89 100.00 100.00 100.00 152.U 157 .36 194.15 206.•7 237.32 268.00 311.35 292. 55 569.50 1,303.20 

overall total 100.00 100.00 107.91 123.62 138.68 134.16 Ul!.53 143.12 \59.55 190.91 207.52 20 ... 46 2U.70 309.60 

~: Central Bureau of Statistics. 

•' In gl"Oss value of 18 co.110dltl•• based on the census of 1974/75. 
]!I Preliainar1 estlaate. 
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series data in the Annual Economic survey!.' is in termc; of quantities and 
not in values. It is. therefore. not possible to estimate the relative weight 
of different branches on a time series basis f ro11 this data. 

Value added and emplo,.ent estimates are presented in another government 
source for an earlier time period. These are s.-rized in Table 2..2.. the 
dominant position of the food and allied industries is clear: it bas accounted 
for the larger part of MVA and approximately 50 per cent of the manufacturing 
labour force since the early 1970s. Within this branch. grain and oil lli.lling 
(often done by the same unit) are the most illportant activities. these 
accounted for almost half of MVA in 1972./73 and for more than one-third of MVA 
in 1981/82.. 

Although no comparison of structural change trends is possible. it is 
clear that at least until the early 1980s very little change bad taken place 
in the structure of the manufacturing sector. The rapidly growing branches -
producers or large users of intermediate products - continued to account for a 
-11 proportion of both MVA and ..aufacturing emplo,.ent. thus. the share of 
the intermediate branches (wood. paper. chemicals and non-metallic ainerals) 
in MVA stood at 20 per cent in 1972./73. It declined significantly to 16. 7 per 
cent in 1981/82. - vi.th the fall being most marked in the case of the 
llOD-9etallic lli.neral branch. The recent rapid growth of cement production -y 
have changed this picture somewhat. 

Table 2.2. also shows that the cons...er goods industries continue to 
dominate the structure of manufacturing emploJ'lll!Dt although their share of 
total manufacturing emplo,.eot declined froa 78.1 per cent to 65.7 per cent 
over the 1972/73-1981/82. period. as against a significant increase in their 
share of MVA. this. once again reflects the abnormally low share of the 
oon-metallic lli.neral branches in MVA in 1981/8~ - a trend likely to have been 
reversed in recent years. On the basis of the data presented in Table 2.2 it 
is not possible to discern a significant difference in the labour intensity of 
production of the cons1111er and intermediate goods branches. 

Overall. there is a slow shift in shares of total 11a11ufacturing 
production froa the cottage industry to the organized sector. In the 
organized sector. the food industry bas retained its doainant position. 
Within the branch, cereal and oil ailling have in recent years becoae less 
iaportant. There were only a few of these aills in the large-scale category 
under constructfon by 1984/85. Bakery and sugar products plants. i.e. 
industries with a higher level of processing. predoainated aaong the new 
projects in the branch. Scattered data show that aaong industries with 
equipaent worth of Nils 200.000. the food industry bas lost its first place to 
the textile industry• which produced approxiaately one-third of MVA in the 
larger scale category in 1983/84. A considerable number of textile plants was 
under construction in the aid-1980s; some of tbea. with a planned fixed 
capital investaent of over NRs 100 aillion. are quite large by Nepalese 
standards. 

Growth in the wood and paper industries appears to stagnate. and only 
s•ll units. •inly paper aills. were under construction in recent years. The 
cbeaicals branch bas slowly but continuously expanded its share in 
•nufacturing; it includes such new Nepales~ industries as polythene pipe and 
foa11 aanufacturin1. The non...etallic ainerals branch bas not done well, and 

!/ See Ministry of Finance. Econo11ic Survey, Fiscal Year 1986/87, 1987. 
Tables 3.1 and 3.2. 



tmplOXJllnt, 1972/73-1911/12 nufactµriftg yalu1 addtd lftd Tab\1 2.2: Compoiition of 111 c
11

11ct1d 11ar1) 

1972/73 1977/78 1911112 

lmploym1nt Valut addtd lmploym1nt Valut addtd lmpl.oym1nt 
(p1r c1nt) (per c1nt) (ptr c1nt) (ptr Ctnt) (numb1r) (ptr c1nt) 

Food and all \Id 36.8 52.4 35.8 57 .5 37,0U 45.7 

of which grain and oi\ ..,ltlng 27.1 0.8 24.2 44.3 1.6'188 20.0 

Drlnlt and tobacco 14.2 5.7 14.9 5.6 . . . ... 
Textll11, 111tb1r and allitd 17.4 2.9 16. 7 12.3 U,290 17.6 

Wood, pap1r, printing and a\litd 9.3 9.8 13.5 12.l 7 ,267 9.0 

Cheaical1, phan11c1utic1l1, 
pl11tic1, rubbtr 0.3 0.1 1.4 2.1 132 1.0 

Bon-.,tal\ic ain1r1l product• 12.8 11.1 14.3 7.0 16,634 20.5 

llttal good• 2.0 2.3 3.0 3.4 3,670 4.5 

J1wel\1ry, curio• o.s o.s 0.3 o.o 173 0.2 

11\.lct \ lan1ou1 6.2 u.2 0.1 0.1 1,143 1.4 

Total 100.0 100.0 100.0 100.0 11,050 100.0 

Val.ue addtd 
(ptr Ctnt) 

69.5 

37.l 

. .. 
9.6 

9.2 

3.1 

2.4 

2.5 

o.o 

1.1 

100.0 

souree1: lndu1trl1l S1rvic11 C1ntr1, lndu1trial S1ctor Pl1n Studx 1910/11-1990/91, January 1917; Ctntral lur11u 
of Stati1tlc1, cen1u• of llanufacturin& 1981/82. 

Bott: P1rctntag1• aay not add up to 100 dut to rounding. 

,.. 
UI 
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its share in MVA bas declined rapidly. It does. hoveve?r. dispose of a 
reasonably good resource base. and when planned cement and magnesite capac:ty 
becomes fully productive. the share of the branch in KVA could grow 
substantially. The metal goods industry. finally. does not show much sign of 
expansion. although output bas grown modestly in recent years. this reflects 
a relatively low level of inter-industrial integration with a large proportion 
of capital equipment being i11ported. Increasing vertical integration within 
the industrial sector can have a significant positive impact on its 
perforllllllce in the mediua run. 

2.2 Perfor11ance and efficiency 

Total •nufacturing eaployment grew froa U.367 in 1972/73 to 81.050 in 
1981/82 and 88.616 in 1982/82 • .!.' Total forml sector •nufacturing 
employment is projected at 180.000 for the year 1990. During 1971/72 to 
1981/82 .. nufacturing eaployment grew faster than MVA indicating a decline in 
labour productivity for the .. nufacturing sector as a whole. Low productivity 
growth is also confir11ed by the estimation of a standard constant elasticity 
of substitution production function for 9 industrial branches for which data 
vas collected on a fira level basis for 198~/83 ~nd 1983/84. Aggregate (cross 
section) esti•tes of the elasticity of substitution para11eters were found to 
be very low indicating little capacity for substituting capital for labour and 
hence correspondingly low scope for productivity growth. Absence of ti• 
series data and of a sufficient nUllber of observations .. de it difficult to 
extend this analysis to identify differences in labour productivity at the 
branch level. 

While analyzing the perfor.ance of the various industries. a basic 
difference between the cottage-scale household units and the organized units 
(both cottage and larger-scale) should be kept in aind. In the cottage 
household units. •nufacturing activities are generally a sideline occupation 
and their products are consumed by the household. In the household units, the 
yearly average time spent on •nufacturing activities has been estimated at 
84 days per person. Most of the orgaoized cottage-scale units are estimated 
to be in operation for so• 200 days a year (pottery: 180 days/year; furniture 
•king: 190 days/year; weaving: 223 days/year). Compared ~o the organized 
sector, the h~usehold sector's productivity is low: the 1977/78 survey of the 
cottage ind·.iStry put value added per worker at NRs 134; the fact that people 
are in 110st cases only part-time employed should of course be kept in aind. 
Value added per worker was NRs 4,689 in the organized cottage units, and 
NRs 10,627 in the larger-scale units. 

High value-added per worker in the larger-scale units does not 
necessarily aean that they are more efficient. Although (according to the 
figures just mentioned) value add2d per worker in the larger-scale units was 
2.S times higher than in the organized cottage units, the larger-scale units 
needed almost 6 ti•s the amount in capital goods (NRs 24,365 vs. NRs 4, 122) 
to attain that value added figure. A somewhat si1ailar picture emerges from 
the 1981/82 Central Bureau of Statistics Census of manufacturing 
establishments using electricity or employing more than 10 workers. With 
Nls S,360 capital per worker on average, the smallest units in the sample 
(less than Nls O.S aillion in fixed assets) produced NRs 8,420 value added per 
worker; units with 110re than NRs 2 million in fixed assets needdd NRs 52,227 
to produce NRs 37,123 value added per worker. 

!f Indian migrant workers make up as significant part of the manufacturing 
labour force. A survey of industries in the larger-scale sector shoved 
that over 16 per cent of the labour force was foreign; in the textiles 
branch was the highest (27 per cent). 
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1he data in the Industrial Review Report,. 1983/84,. of the Industrial 
Services Centre which is based oo a fira sample of 158 firas for 1982/83 and 
of 183 for 1983/84.!..' -tes it possible to estimate gross output ratios for 
the nine sectors. These ratios are presented in Table 2.3. The gross profit 
to value added ratio in 1981/83 is high by international standards. 1he 
average value of this ratio for Indian manufacturing was 51.8 per cent in 1975 
and 51 per cent in 1985.A' For a representative sa11ple of 18 developing 
UllIDO estimate;! the value of the gross profit to value added to be 66 per cent 
in 1978.i' 1he gross profit to gross output ratio was estimated as 
U.15 per cent in 1975 and 9.02 per cent in 1985 in Indian manufacturing.A' 
Oa the other band the value of the gross profit to gross output in the 
Nepalese manufacturing sector is not sigr-.ificantly different from the average 
calculated by UllIDO for 18 developing countries in 1978. 

Table 2.3: Profitability in large-scale manufacturing in Nepal, 
1982/83 and 1983/84 

(percentage) 

Ratio of Ratio of 
gross profit gross profit 
to value added to gross output 

Sector 

Food and allied 
Drink and tobacco 
Textiles 
Bon-metallic ainerals 
Chemicals and allied 
Wood. paper and allied 
Wood carving and crafts 
Metal goods 
Electrical goods 
Average (weighted)~/ 

1981/83 

91.15 
71.79 
61.66 
79.25 
74.93 
57.86 
31.05 
70.42 
78.39 
72.32 

1983/84 1981/83 

79.48 34.03 
21.44 12.91 
55.61 23.21 
64.95 45.73 
82.60 18.11 
6.95 20.28 

15.39 
71.30 21.42 
77.07 16.57 
62.71 24.71 

Source: Industrial Services Centre. Industrial Review Report, 1983/84. 
Katbaandu. 1985. 

!1 By branch share in value added. 

1983/84 

23.07 
4.31 

17.89 
32.16 
27.46 
1.82 

25.33 
5.70 

19.31 

In 1983/84 there vaa a significant decline in both the gross profit to 
value added and the gross profit to gross output ratios. Both these ratios 
reaain aignficantly higher than the corresponding ratios estimated for India 
in the aid-1980s. but the gross profit to gross output ratio in Nepalese 

!/ The representativeness of the sample is not discussed in the Report. 

!I UNID<>. Statistics and Survey Unit. India: A Statistical Review of 
Industrial Perforaances. 1987. Table 7. 

}/ UNID<>. Industry in a Changing World. New York. 1983. p.242. 
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mnufacturing in 1983/84 fell by over 20 per cent reflecting a slow growth 
rate of sales in that year. leading to a substantial fall in the index of 
mnufacturing production in 1984/85. 

Ibe fall in the profit ratios during 1983/84 are -inly accounted for by 
large declines in the beverages and wood product industries - eliminating 
these tvo frOll the calculations yields a (weighted) average gross profits to 
value added ratio of 72 per cent and a gross profit to gross output ratio of 
22 per cent - both not significantly different froa the ratios calculated for 
the previous year. Both these are -jor manufacturing branches - vi th a value 
added share of about 20 per cent in the aid-1980s - and a decline in their 
perfo~ce is likely to have a serious i.llpact upon aggregate -nufacturing 
activity. 

Despite the variation over years and on inter-branch basis it is clear 
that the rate of return on capital is positive. It is also clear that wages 
constitute a relatively ~ll portion of total costs. their share in value 
added ranges. however• frOll 91 per cent in the case of wood. paper and allied 
industries in 1983/84 to only 9 per cent in the case of the food 880ufacturiag 
group in 1961/82. Ibis contradicts the earlier finding based on branch level 
data that capital intensity differentials are insignificant. Ibe fi::a level 
data used in the Industrial Review Report show that the wood and textile 
branches are significantly more labour-intensive than food •nufacturing. 
non-metallic •inerals and chemicals. Wages as a proportion of value added are 
higher but wages per employee is lower in the for11er group than the latter. 

For most industries high .. terial costs are the principal constraint on 
profitability. Typical .. terial input costs account for 1 per cent of the 
value of •nufacturing output. while wages constitute only about 1 to 10 per 
cent. An i11provement in infrastructure. particularly in the transportation 
network. is thus likely to have a much more pronounced impact on improving 
efficiency within the •nufacturing sector than wage controls or a 
substitution of capital for labour. 

Relatively low levels of output growth are only partly explainfd by rates 
of capacity utilization. Table 2.4 presents esti•tes of capacity utilization 
for selected industries over the 1975/76-1985/86 period. Some slow growing 
branches such as •tches and bricks and tiles have below average capacity 
utilization rates. but this also applies to che11icals. a rapidly growing 
sub-sector.!.' In general the standard deviation of capacity utilization 
rates within the sector is low - although it is evident that capacity 
utilization within •nufacturing decreased signficantly in the •id-1980s -
1985/86 being a particularly bad year with average capacity utilization in 
that year being about 25 per cent lover than average capacity utilization over 
the 1975-1986 period. Capacity utilization is likely to have increased 
significantly during 1986-1987 when aggregate production grew by over 20 per 
cent. but figures on this are not yet available on either the sectoral or 
branch level • 

Ibe govenment has in the Seventh Plan (1985-1990) ca1mitted itself to 
the achievement of a significant improvement in efficiency levels within the 
corporate sector. 'nle fact that Mny of the larger-scale key •nufacturing 
units are public enterprises warrants a closer look at their perfol'll8nce. 

!/ This is however, explained by the construction of new units over 
1984-1986 which came on stream later. 



tili1at\on. ••ltcttd \n4u1tri1l pro4uct1. 1975176-1915116 Table 2.4: Capacitx Y (in p1rc1nt11•> 

1975176 1.976177 1977178 1978179 1979110 1910111 1981112 1982113 1913184 1914185 1915186 

Sugar 43 66 108 1.11 63 53 92 " 72 ., 36 
Cigarette• 68 50 46 51 46 50 61 77 103 111 53 
a.er 30 25 29 31 109 122 106 74 74 39 72 
llatche• 41 40 41 .... 52 46 56 ... 13 tl 61 
Leather 1'hot1 ... u ... o\4 77 to 61 97 79 91 69 
C~t 56 88 79 "3 61 " 63 77 11 '11 25 

,.. 
'° Jut• p~uct• 75 79 11 73 75 12 71 72 107 101 60 I 

brick• and tilt• 73 52 45 27 83 63 52 77 74 45 6 

Source: Depart.Int of tnduetry. 

•' Capacity \ncrea1td in 1985/86 with 1etabl\ehment of more unit1. 
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Table 2.5 gives an overview of capacity utilization in a selection of 
hiportant government-owned units. This table shows that capacity utilization 
in the public sector industries selected bas clearly been higher than in the 
larger-scale sector as a whole. and the capacity utilization rate has risen 
significantly during the Sixth Plan period (1979/80-1983/84). In a number of 
factories capacity utilization was close to mxi.mua. but agricultural lime 
production (a key product for the illprovement of acid soils) and the Birgunj 
Distillery registered low utilization rates; the Distillery did not operate 
during a number of years. It is hoped to raise overall capacity utilization 
to 70 per cent during the Seventh Plan (1985-1990). For this to come about. a 
series of bottlenecks will have to be cleared. Rav .. terial shortages for 
exa11ple. are very frequently mentioned as one reason for low capacity 
utilization. This problem is closely related to the lov productivity of the 
domestic agricultural sector; shortage of foreign exchange for imported inputs 
is another impo1·tant factor. Electricity supply problems also occur very 
often. and the shortage of qualified manpower is felt at all levels in the 
sector. Finally• .. rteting problems and competing imports• especially f roa 
Imlia. with its well-established manufacturing industry. stand as serious 
bottlenecks. 

Appendix Tables A-4 and A-5 present data on public sector profitability 
and utilization of capital - it is unfortunately not possibla to present a 
detailed branch vise breakdown of public .. nufacturing enterprises (PMEs). It 
is seen that gross profits of the PMEs have been positiV'e 9 but very lov. 
during the 1980s and there has been " decline in gross profit rates in 
comparison to gross profits earned until 1977/78. 

Table A-5 shows that the level of capital. i.e •• loan and equity capital. 
and subsidies. that bad gone into the manufacturing public sector enterprises 
during 1976/77-1985/86 vas nearly doubled. However. such an increase in the 
level of capital invested in the PMEs did not coincide with corresponding 
increase in the performance. The gross profit of public enterprises bas not 
only decreased in recent years but also registered growing deficits inspite of 
the growth in net capital elm(>loyed. Out of the total number of public 
enterprises the performance of the manufacturing public enterprises has been 
unsatisfactory. Tbe cumilative deficit of public enterprises at the end of 
1985/86 reached Nb 1.35 •illion which is tantamount to 30 per cent of the 
shares of public enterprises by the government. Thus. the financial 
performance of public enterprises reveal that these enterprises have been 
r\Dlning in loss. Privatization and divestiture of shares of public 
enterprises are under way to steer the industrialization drive on efficient 
lines. 

2.3 Ownership and investment patterns 

Although the number of enterprises owned or partly-owned by the 
government and by foreign investors is small. their contribution to the sector 
is illpOrtant. In 1982. government-owned manufacturing enterprises were 
esti .. ted to account for 23 per cent of manufacturing employment. and 
approxi .. tely one-fifth of the se>ctor's contribution to GDP. Many of the 
larger-scale establishments are joint ventures; partners in the largest 
ventures generally coee from other Aaian countries. 

The government's attitude towards the creation of public enterprises has 
generally been one of restraint. and few public enterprises were registered 
during the 1970s and 1980s. It can be seen from Table A-6 that the government 
favours the progressive expansion of the private sector. It is felt that 
public enterprises should only be created where private enterprise cannot be 
relied upon to supply goods and services dee•d essential. The Sixth Plan 



T•bl• 2.5: Capacity utlli1atlon in ••l•cted public 1nt1rprl1e1. 1910/11-1916/17 

Annual 
Public aector production 
enterpri•• capacity 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 198618711 

Banlbari Leather and Shoe1 90,000 pair1 98. 76 86.30 88.40 74.08 78.00 90.02 u.oo 
Shoea Factory Proc•••ed leather 

18 lac 1q.ft. 96.85 84.93 84. 77 107 .86 90.00 69.15 77. 71 

Birgunj sugar Factory sugar 13,500 mil. ton U.89 85.45 95.49 79.15 56.00 81.93 109.23 

Birgunj Diatlllery aectif ied •Pirit 
4,500 litre per day ... 22.82 . .. u.oo 82.50 43.83 53.33 

Janakpur Cigarette Factory Cigarette 4.5 bil. •tick• 39.00 S8.00 68.00 78.00 92.00 89.50 95.24 
N .... 

Brick & Tile Factory Brick 25 million 49.20 S6.00 76.00 67 .20 60.00 U.12 80.00 
Harbldd\ 

Bhalttapur Brick Factory Brick 20 million so.so 61.50 89.50 75.00 74.00 68.50 75.00 

H .. tuda Textll• lndu1try Cloth 110 lac metre• 28.75 42.73 48.34 52.07 54.00 62.24 66.36 

H\aal C-.nt C~any c ... nt 120,000 KT 70.71 70. 77 77.00 79.68 66.00 U.60 42.50 

Agriculture Tool• Factory '1'0011 4SO KT \9.11 34.00 81.78 110.00 99.00 90.00 88.90 

Agro-LU.. lnduatr1 Agro-Lime 6,000 KT ... 6.22 8.69 9.00 19.83 8.72 8.33 
Chemical Lime 6,000 KT r) .00 90.00 11.6.67 116.67 116.67 203.33 250,00 

Hetauda C...nt Factory Cement 260,000 KT ... . .. . .. . .. . .. 48.00 52.00 

-
S!!![S•: Corporation co-ordination D\viaion, Kini1try of 1inancw, 

Government of Bepal, lconOJ!ic §Urycx 1987, JCathmandu, 1987, p.20. 

._, 1t1tlaate . 
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foresaw the privatization of a number of public enterprises. but apparently 
few if any traru.;fers toot place durir-. that period. In the Seventh Plan the 
government bas reiterated its intenti :. · .:> privatize a number of enterprises 
as part of a broad policy of stim.alati._.:. private industry. On the other band. 
several government-owned plants will be expanded <-inly in the non-metallic 
llinerals branch). and a number of others now under construction (which rill 
produce paper. ore concentrate. sugar and cotton thread) are expected to COiie 

on stream. 

Ownership in cottage and ... ll-scale industry virtually always means 
private ownership in the fora of either private fira/private liaited or 
partnership (see Annex Table A-7). In the first nine months of 1986/87 
2.268 cottage and s-ll-scale industries were registered with the Departllent 
of Cottage Industry. with a total fixed capital of Nils 1.170 aillion. Of 
these 1 9 024 were private firas. 46 were private limited c011p&Dies and 1 9 198 
were partnership firas. These figures do not cover certain specified 
categories which need not be registered by the entrepreneurs. Among the -in 
categories of cottage and ... ll-scale industries registered with the 
Departllent in the first nine aontbs of 1986/87 were polyester hosiery. woollen 
yarn. •tallic utensils. food processing, cotton textiles. electrical 
appliances, stationaries. paints. bricks. tiles. stone and concrete, wax 
candles and SJUthetic footwear units. Among these units nylon and polyester 
hosiery, carpet -ting_ and units producing basic needs type c~ities 
achieved prominence. 

Although annual estimates of gross d011estic capital fo~tion within the 
manufacturing sector are not available it is clear that investment levels have 
not stagnated. Development expenditure by the govenment in the manufacturing 
and a1n1ng sub-sector under the Sixth rlan was estillated at 
NRs 1.765.6 million which represented 8 per cent of the total outlay. Total 
investment in the industry. a1n1ng and power sector is targeted at 
NRs 10.840 million (at constant 1984/85 prices). During the Seventh Plan 
period 65 per cent of this total is expected to be obtained from public 
sources.·l/ It is thus clear that both public and private (and panchyat) 
sector investment in manufacturing is expected to grow rapidly. 

~ estimates of investment growth are presented in Table 2.6. These 
are based on the saaple surveys conducted by the Industrial Services Centre 
for the year 1982/83 and 1983/84. The figures are in current prices and a 
nominal growth in investment may reflect 1110re a growth in the price of capital 
goods than an increase in their acquisition or use. Nevertheless even in the 
absence of the relevant price deflators it is probably fair to assume that 
investment vas sustained at a high level during the two years for which data 
is available in Table 2.6. However. the increase in the investment to sales 
ratio is entirely due to the high value of this indicator for the non-metallic 
mineral branch - substracting this branch the average investment to sales 
ratio for 1983/84 equals 98.93 per cent. Nevertheless in money terms, the 
investment rate accelerated in the food, drink, non-metallic minerals and wood 
industries. It declined sharply in the electrical goods, chemicals and allied 
branches. Generally speaking these were the industries which had relatively 
high rates of prof its in 1982/83.£/ The association between changes in 

!/ Government of Nepal, Seventh Plan 1985-1990, Kathmandu, 1985. 

!/ Except for food, other industries had a prof it to investment ratio lower 
than the average value of this ratio for 1982/83, but this is explained 
by the exceptionally high profit rate of the food branch and its hish 
weight in value added terms. 
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investllent levels in 1983/84 and profit levels in 1982/83 is quite clear. the 
value of Spearwan's rank correlation coefficient of branches ranked by growth 
in investllent over 1983-1984 and profitability in 1982/83 is as high as 0.94. 

Table 2.6: Inveslllent, and financing in Nepalese large-scale 
wanufacturing, 1982/83 and 1983/84 

(percentage) 

Ratio of 
inveslllent 
to sales 

Ratio of 
equity 

to investment 

Ratio of gross 
profit to 

inveslllent 

Sector 1982/83 1983/84 1982/83 1983/84 1982/83 1983/84 

Food and allied 
Drink and tobacco 
Textiles 
Non-11etallic •inerals 
Chemicals and allied 
Wood, paper and allied 
Wood carving and crafts 
Metal goods 
Electrical goods 
Average (weighted) 

51.36 
47.91 

126.89 
191.67 
86.72 
96.34 

145.80 
115.43 
94.35 

106.27 

82.59 
67.76 
85.84 

279.13 
82.42 

150.12 

64.96 
45.28 

107.26 

53.14 
43.75 
65.91 
43.43 
27.76 
42.40 

50.53 
11.68 
42.32 

22.40 
11.95 
28.32 
8.26 

62.54 
9.18 

78.73 
33.37 
31.84 

67.95 
27.44 
21.60 
27.74 
22.36 
22.58 

19.52 
17.56 
28.34 

30.71 
3.45 

21.73 
8.15 

40.93 
0.98 

36.56 
15.33 
19.73 

Source: Industrial Services Centre. Industrial Review Report, 1982/83 and 
1983/84. 

Despite this close association between investment growth and 
profitability, the reinvestment of returned earnings is not the major source 
of corporate financing - loans and government subsidies constituted 58 per 
cent of total investment in 1982/83 and 68. 2 per cent of investment in 
1983/84. Equity financing has been important in the relatively never 
industries such as metallic goods and chemicals. Government support has been 
particularly important in non-metallic minerals, wood products and the 
beverages branches.L/ On the basis of the 1983/84 sample survey, the 
following ranking of the branches in which government and foreign investment 
(much of it Indian) played a significant role can be made: 

Government investment 
share in branch total 

(per cent) 

Non-metallic minerals 
Drinks and tobacco 
Textiles, etc. 
Food and allied 

21 
20 
17 
16 

Foreign investment 
share in branch total 

(per cent) 

Textiles, etc. 28 
Wood, etc. 20 
Non-metallic minerals 17 

!/ It ii not poHible to estimate relative weights of loans and government 
invutment because of inconsistencies in data in the Induatrial Review 
Report for 1982/83 and 1983/84. 
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The new industrial policy announced by the government of Nepal in October 
1987 spells out that: licenses will be issued for the establishment of 
industries either than the defense industries in the private ser.tor; public 
sector industries will be gradually handed over to the private sector; cottage 
and s-ll industries will be reserved for Nepalese naturals; and foreign 
investment will be peraitted in mediua industries (with an equity 
participation of not more than 50 per cent). and large industries vith an 
equity participation of 80 per cent or 100 per cent if at least 90 per cent of 
the inputs are imported. 

2.4 Exports.and imports of -nufactures 

The share of manufactures in total exports in Nepal is higher than would 
be expected !iven the country's level of development. In 1985 this share 
stood at 44 per cent on the basis of the SITC classification which defines 
manufacturers as SITC 5-8 less 68. India. Pakistan and Bangladesh. however. 
had higher ratios of manufactures to total export. Like Bangladesh. 80 per 
cent of Nepal's manufactured exports consist of textile products. 

As Table 2. 7 shows. the share of manufactured goods in total export has 
.grown considerably since 1974/75. Most of the growth was a result of 
expanding textile exports. The respective values of carpets and jute goods 
exports have trebled and quadrupled, and there has been significant growth of 
leather exports as Vf'll. The value-added component of many manufactured 
exports is rather low, and it is the intention of the government to provide 
extra stimuli for exports with a higher value added component (e.g. ready-made 
garments) dlJ'ing the Seventh Plan. 

Table 2.8 identifies the major export industries in terms of the export 
to production ratio for the years 1982/83-1983/84. Export ratios are highest 
in the handicraft branches (wood and metal carving) dominated by small-and 
cottage-scale establishments. Expansion of textile exports is, of course 
restricted by the operations of the multi-fibre agreement.l/ Within the 
chemicals sector exports of pharmaceutical products, plastics, cellulose and 
and petroleum derivatives hnv~ also been increasing in recent years. Whereas 
a llW\j~r portion of textile exports is destined to the developed market 
economies, a correspondingly large proportion of chemical exports are bought 
by developing countries. India's s~are in Nepal's manufactured exports, about 
30 per cent in 1984 and 1985 is, however, significantly lover than its share 
in total tlepalese exports. Main manufactured goods purchued by India from 
Nepal consist of jute products, polished rice and timber (see Annex Table A-8). 

India remains Nepal• s main trading partner but a significantly larger 
proportion of Nepalese manufactured imports is obtained f~om India than the 
proportion of Nepalese exports to India. In fact Indian manufacturers in the 
neighbouring states of Uttar Pradesh and West Bengal have more successfully 
exploited the advantages of relatively free and Rupee deno~inated trade than 
their Nepalese counterparts. Diversification of trade is made difficult by 
Nepal's landlocke:d position. It has been estimated that direct and indirect 
transit costs were equal to 8 per cent of GDP in the early 1980s. Direct 
transit costs may account for over 60 per cent of the value of bulk goods; in 
the case of high-value/low-bulk coD1110dities the share came down to 6-7 per 
cent.. The government hopes that facilities at Calcutta harbour (through which 

!/ The USA in 1986 decided to impose quota restrictions on textile imports 
from Nepal. 



Table 2.7: Im>~rts of maior manufactures. 1974175-1986/87 
(Os mi.llion) 

Manufactured !ir'~ nine month• 
product 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 196-186 1986/87 

To India 
.Jute cuttings . . . ... . .. . .. 3.2 7.5 17.7 18.2 5.2 1.2 
Jute goods . . . . . . ... . .. 8.2 8.3 10.3 81.0 179.7 212.1 260.0 167 .4 137.6 123.8 

Hessian . . . . .. . . . ... 6.2 6.5 3.6 27.1 79.1 91.7 117.1 78.2 61.2 68.0 
Sacking . . . . .. ... . .. 1.0 0.3 5.9 4'L8 88.0 89.9 85.6 57.9 52.2 33,; 
twine ... . .. . .. . .. 1.0 1.5 0.8 11.1 12.6 30.5 57.3 31.3 24.2 22.1 

Tiaber 283.2 54.l 103.1 146. 7 176. 7 136.1 226.2 87.2 28.8 7.9 l5.7 
Rice (husked) 116.7 495.4 343.0 46.5 13.3 2.9 117.6 136.5 11.3 75.7 250.0 93.2 63.6 13.3 

N 

To other countries 
VI 

Jute goods 34.3 56.2 58.6 63.2 124.8 115.0 28.6 1.5 
Oil caka 1.4 18.2 8.1 11.2 3.5 0.4 
Rice brancake - 2.4 3.1 7.1 1.2 
Bristle 2.3 3.1 3.2 2.2 1.6 0.1 
Woollen goods 6.7 2.8 3.9 5.0 5.5 6.7 10.2 S.l 4.8 3.9 .\.6 3.8 3.1 4.2 
Repalese paper & 

paper products 2.9 2.3 1.2 .\.5 5.4 2.5 46.2 0.4 o. 7 1.2 0.9 0.2 0.8 
Hides & skins 6.0 24.9 SS.1 76.3 128.9 211.6 137 .... 93.3 9S.l 1S5.6 242.9 233.2 190.8 115.0 
Carpets (hand 

knotted woollen 7. 9 9.3 27.9 23.9 45.8 SS.Ii 6S.O 64.0 137.8 265.4 249.4 376.4 261.1 418.6 
aead711&de gat'llents 1.3 2.0 4.0 5.7 8.5 7 .8 13.0 13.8 10.0 20.s 470.9 803.7 683.2 434.6 
Handicrafts 7.5 12. 7 20.5 34.3 41.S 43.0 100.2 12.2 9 • .\ 12.6 12.7 17.7 12.1 20.5 
Kiscel\.aneous 1.2 4.0 18.0 18.0 21. 7 70.9 .\5.1 35.2 8.0 3.5 11. 7 29.1 21.0 29.1 

Source: Trade Pro.otion Centre. 



- 26 -

most overseas trade passes) can be improved during the present Plan, and that 
improved containerization and improvements in railway transport between 
Calcutta and the Nepalese border will speed up transit. Expansion of the 
railway network in Nepal is also being discussed. Iaproved airport facilities 
may help increase low-bulk/high-value exports. 

Table 2.8: Export orientedness of Nepalese llllllufacturing 
branches, 1982/83-1983/84 

Food and allied 
Dri~k and tobacco 
Textiles and wearing apparel 
Non-metallic minerals 
Chemicals 
Wood, paper etc. 
Wood carving and crafts 
Metallic goods 
Electrical appliances 

Source: Industrial Services Centre. 

Export ia per cent 
of production 

1982/83 1983/84 

3.5 5.9 
o.o o.o 

36.4 46.0 
5.1 o.o 

20.0 36.6 
9.0 4.2 

84.9 
3.4 o.o 
o.o 

The information on import dependence sUJm1arized in Annex Table A-9 is 
incomplete as it excludes products in SITC category 38 (mainly capital goods 
and consumer durables in which Nepal is totally dependent upon imports). 
Nevertheless, it shows the very early stage of Nepal's industrial 
development. Around 86 per cent of the products for which data is available 
have import to apparent consumption ratios of one hundred per cent, revealing 
the fact that import substitution bas proceeded at a relatively slow pace in 
Nepal. Table A-9 shows that except for a (very) small number of textiles and 
wood products, sugar and vegetable oil, significant scope exists for rapid 
import substitution through the manufacturing sector. Some progress has been 
made during the Sixth Plan Period in the cement and leather product areas, but 
there remain many products in the textiles, paper and chemical branches which 
could be domestically produced but are at present entirely imported from 
abroad. 

Nepalese industrial policy has in the past fostered the development of 
im.,ort substituting industries, through the use of incentives and the erection 
of protectionist barriers in areas of interest to domestic producers, such as 
cigarettes, bidis.l/, matches and jute goods. But these barriers are nearly 
eroded by widespread smuggling along Nepal'• lenthy and porous borders with 
India. 

1/ Bidis are the poor man's cigarettes throughout South Aaia. 
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Tables A-10 and 2.9 report the effective protection rate (EPR) on 
different manufacturing branches calculated by the Asian Development Bank for 
the years 1981/82 and 1983/84.!:' The average effective rate of protection 
on all activities reported in Table 2. 9 worts out at 35.8 per cent.I." which 
is relatively modest by developing country standards. It is significantly 
lover than the average EPR on manufacturing in India, Indonesia and i:.he 
Philippines and roughly equivalent to that in Malaysia and Thailand. The EPR 
varies widely, however, the domestic production of yarn, refined sugar, 
polythene pipes, plastic, rubber and steel furniture is possible only because 
of the very high effective protection levels they enjoy. Effective protection 
is also very high for wooden furniture, •ilk and •ilk products, iron goods, 
footvare, metallic vessels, paper manufactures and soft drinks. It is 
interesting to note that the share of these exports in aggregate value added 
reported in Table 2.9 is only about 19 per cent as against the p~oduct groups 
with below average EPRs account for over 75 per cent of the reported value 
added. This group includes bidi mating, bricks and tiles, animal feeds, 
cement products, carpets and rugs cafs, drugs, jute processing, jewellery and 
handicrafts; graa and oil products and metal repair activities. There is a 
negative value addP.d on processed jute goods and manufactures of carpets, 
rugs, caps, drugs and medicine, jewellery, handicraft and graa. 

It is clear therefore that llUCh of Nepalese manufacturing bas not enjoyed 
high protection rates. However, the relatively nev~r industries such as soap, 
metal products, plastic and rubber products, etc., have enjoyed significantly 
higher EPRs. 

The EPRs have been estimated only with regard to import-competing and not 
export activities. To have computed EPRs for the latter, which are relatively 
uniaportant in overall manufacturing, the effects of export subsidies and of 
export duties would also need been assessed. Thus while jute processing is 
both an import competing and an export activity the effect of export subsidies 
and duties would need to be taken into account in assessing the protection 
granted to the export part of production. 

!/ Asian Development Bank, National Industrial Sector Study, Nepal, General 
Report, Manila 1985, pp.78-85. 

'!:./ An EPR of 40 per cent means that domestic value added per unit of output 
exceeds world value added by 40 per cent. Generally, while very high 
positive EPRs indicate excessively high protection, their absolute values 
are unreliable because small changes in value added can materially affect 
the value ~f the EPR. An EPR whose value is negative but does not exceed 
•inus 100 indicates an industry that is absolutely disadvantaged by the 
policies concerned. Jute processing is such an industry. In industries, 
where the EPR exct:eds •inus 100, a production activity is indicated in 
which, while domestic value added is positive and the in•!-&stry probably 
.. tes prof ita because of high protection, net foreign exc~~nge earned or 
saved by the activity is in fact negative (there is .1egative foreign 
va!ue added or MVA). Typically, in such an induscry, the foreign 
exchange value of the tradeable goods used in domestic production are 
worth more than the foreign exchange saved or earned by the production 
process. (See ADI, ~. p. 82). 
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Table 2.9: Comparison of EPRs by sector and 
enterprise levels.~? lfepal 1983/84 

(percentage) 

lnclustry 

Bakery products 
I iris 
Bricks and tiles 
Cigarettes 
Carpets and rugs 
Distilleries 
Fruit canning/soft drinks 
Footwear and tanning 
Wooden furniture 
Steel furniture 
Jute processing 
Matches 
Metallic vessels 
Soap 
Iron products 

Sectoral 
EPR 

48 
7 

32 
67 

0 
57 

117 
187 

10.989 

-4 
61 

174 
4.633 

533 

Enterprise 
EPR 

28 
-8 
33 

100 
0 

16 
128/97~" 
181 

-4 
29 
45 

NVA 
168 

Source: Asian Development lank. National Inclustrial 
Sector Study, Nepal. General Report. Manila, 
1985 9 p. 85 

Note: NVA = negative value added. 

!1 calculated using enterprise level data obtained f roe 
the Survey of Manufacturing, 1983/84, ISC. 

~I The first estillate refers to fruit canning, the 
second to soft drinks. 

Export potential can be asaesaed by means of the Domestic Resource Cost 
(DIC) estimates for Nepalese •nufacturing in 1981-82.. Annex Table A-11 
reports DRC cost estimates for industries in tenu of their comparative 
advantage. The lower the absolute value of the DRC, the more ~Hicient is 
Nepal in the activity concerned. Not surprisingly, there is a reasonably 
close correlation between the EPR and DRC estimates. It differs fro• EPRs in 
that it measures domestic factors of production at their opportunity cost and 
not in terms of market prices. Nepal appears to have a comparative advantage 
in activities such as bakery products, carpets and rugs, jute processing, 
bidis. and bricks and tiles. 

A significant increase was recorded in the exports of carpets in 1987 as 
a result of sufficent supply of raw materials and other support services. 

Several policy measures have been implemented in recent years to improve 
export trade and to substitute for imports through domestic production. In 
line with the overall objective of meeting the basic needs of the people, the 
export of certain items, which are currently in shortage relative to domestic 
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demacl, have been completelJ banned, and restrictions have been i11pe>sed on 
others. However, the rest of the exportable items are free of restrictions. 
Special emphasis has been given to the supplJ of raw -terials; a bonded 
warehouse srste. bas been introduced for read1-11ade garments to ensure regular 
supply of raw -terial inputs with rebates on the exports of finished 
products. These measures are being initiated in order to reduce their 
production costs, enabling the. to sharpen the competitive edge of these 
products. The government is considering to extend the above incentives to 
other industries. lllplementation of such a programme is expected to field 
positive and quiet results towards accelerating the pace of expansion in 
export-oriented manufacturing activities in the country. 

2.5 Geographical distribution of manufacturing enterprises 

The geographical distribution of the production units in the 
larger-scale, organized sector is spatiallJ more restricted. The bult of 
larger-scale enterprises is located in tbe eastern half of the country. The 
picture is reinforced bJ the locational pattern of manufacturing units 
disposing of more than NRs 200,000 worth of investment in -chinery: 316 out 
of li22 operational units in 1984 were located in the Eastern and Central 
Development Regions. The great -jority of these latter enterprises are 
located in the lata-ndu area and in the terai parts of l.ullbini, Narayani and 
Koshi Zones, close to the Indian border., Proxiaity to major national and 
international .. rtets and the relatively good quality of the domestic 
infrastructure in these areas were -jor locational detenainants. 

Information on geograhical distribution of nUllber of establisbllents and 
persons engaged by districts, zones and development regions is presented in 
Annex Table A-12. Of 4,903 establisbllents, 2,495 establisbllents were 
concentrated in the Central Development Region whereas the smallest nUllber of 
192 establisbllents were located in Far Western Development Region in 1981/82. 
The Central Development Region alone accounted for close to 50 per cent of 
manufacturing value added generated by the manufacturing sector in Nepal in 
1981/82 (see Annex Table A-13). As regards the districts seven of them were 
particularly significant for manufacturing. In descending order they were 
latbmandu, Parsa, Chitawan, Jhapa, Morang, Rupandehi and Dbanusha, together 
accounting for 52.8 per cent of manufacturing e•ployment and 47.2 per cent of 
MVA. On the basis of percentage increase in the number of establishments Kid 
Western Devel~peent Region recorded the highest increase in the early 1970s 
and 1980s. However, the greatest increase in MVA in 1981/82 occurred in the 
Far Western Development Region. 

Given their particular characteristics, the location patterns of cottage 
and larger-scale industries are radically different. Cottage industries are 
dispersed all over the country's villages; only very few of them are dependent 
on national or international markets and hence on location linked to the 
country's limited modern infrastructure. There is a differentiation according 
to the local availability of inputs: in the mountain zones, processed food, 
woollen textiles, bamboo and stone products are practically the only 
products. In the hill zones, food products remain predominant, but furniture 
and paper, cotton fabrics, toJls and utensils, bricks and slates are also 
important products. To the extent that national and international markets are 
served, the mountain areas are the main exporters of woollen and buboo 
goods. The hill areas supply a variety of craft products. 
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Under the Seventh Plan. a 110re balanced industrial location pattern is 
expected to result fromi restrictions on location in border areas and measures 
encouraging decentralized development. At present• the Central Region shows 
the widest range of .anufacturing branches. although food processing. 
textiles. furniture. metal products. bricks and tiles stand out; it is also by 
far the 110st iaportant exporter of manufactured goods. The Eastern Region bad 
a sOlleWhat less diversified structure. Food processi05 da.inates. although 
printing, textiles, bricks and tiles also mate an iaportant contribution. In 
the aid-l980s, virtually all large plants under construction (those with a 
projected fixed capital investment of 110re than NRs 10 aillion) vere located 
in the Eastern and Central regions; no units with a projected fixed capital 
investment of 110re than NRs 10 •illion were under construction in the Mid- and 
Far-Western regions. 

2.6 The challenge of meeting basic neecls: role of selected sub-sectors of 
manufacturing 

2.6.l A basic needs strategy 

The objective of the· basic neecls approach to development is to provide 
opportunities for the full physical. mental and social development of all 
individuals. Tbe fulfilment of the •inillull basic neecls of the people ass1111es 
greater significance :in view of the fact that around 42 per cent of the 
population lives below the poverty line. 

Tbe actual realization of objectives is to come through the provision of 
appropriate c~ities and services as basic needs are interpreted in terms 
of food. shelter. clothing. medicine, education and security. Tbe approach 
advocates the elillination of poverty through the provision of these "'ends"' of 
meeting at least the lowest level of basic needs for continued survival of all 
in the society. 

The prille thrust of the government's endeavour is to 11eet the basic needs 
of the people by the end of this century. It is esti9ated that the population 
of Nepal would reach the size of 25 •illion by the year 2000. During the next 
12 years this programme could be 11e>unted on a -ssive scale with a focus on 
core areas having great potential for increasing basic needs-oriented 
production. 

The United Nations Food and Agricultural Organization (FAO) estimated 
daily per capita requirements of 2.256 calories for hUll&n survival. The 
est1-ted requirement of edible cereals (with low degree of industrial 
processing) in Nepal is set at 5.3 •illion tonal/ in the year 2000 in order 
to •et the basic need of food consumption. At the national level. while 
93.1 per cent of the households in rural areas of Nepal reported as having 
their own houses. lot of improvements are required to Mite the housing 
conditions healthy and hygienic for human habitation. While it ia not an easy 
task to estiute the housing requirements by the year 2000, the basic need of 
clothing could be esti•ted on the basis of per capita consumption. On the 
basis of high, medium and low per capita consumption of 15, 12 and 10 •tres 
per annum the cotton textiles requirements in the year 2000 would be 
360 •illion, 288 •illion and 240 •illion metres respectively. 

!/ It is assumed that, of the total cereal production of 7.4 •illion tons in 
the year 2000, 40 per cent of gross production will be lost in seeds, 
cattle feed, dehusking, etc. leaving 60 per cent in edible form for hUllan 
consumption. 
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Pri.llary education SeellS to be within the reach for all by the year 2000. 
However. there remains the task of producing learning and teaching aid for 
over 7 aillion adults. In specific terms "health for all" includes adequate 
physical facilities. drugs. equipment supplies and i.mpro~ts in 
sanitation. It is worth exaai.ning the role of selected sub-sectors of 
manufacturing in meeting the above basic needs. vith a focus on their problems 
and prospects. 

2.6.2 Food processing 

Cereal processina is the single mst important manufacturing activity 
within the food industry. vith rice and oil mills dominating. To meet the 
basic needs cereal production is targeted at 5.3 million tons for h.-n 
coasUllption in the year 2000. An increase in grain production necessitates a 
corresponding increase in the country's grain Slll!lting capacity. 

The rice process operations .. inly include village. and household 
dehusting. polishing of rice and the preparation of whole meal flour by the 
faner. Wheat is milled in a few commercial-scale operations to provide 
refined flour for the bakeries and noodle factories. It is estimated tbat 
they process 20 per cent of the total output of wheat. the remainder is 
processed by the housewife. llaize is also used in a subsistence manner and 
not llilled oo any c~rcial scale. 

There are a nWllber of products tbat can be derived from cereal 
processing. For the mst usual and necessary pri.llary operations Nepal bas 
sufficient capacity to convert grain into h.-n food. Tbe efficiency vith 
which these processes are carried out is a subject that should be carefully 
studied. Small rice mills. for instance. are based OD old technology vith 
much lower ailling efficiency than modern rubber roller types. Tbe prevention 
of wastage fr09 harvest to consumer should be the subject of detailed study. 
since much of the country's production is lost in post-harvest storage or 
i~~fficient •illing. Efforts to improve this efficiency could have a greater 
impact on production than research into improved varieties and cultivation 
practices. 

Prospects for higher degree of proce~sing of food grains on any 
large-scale may effectively remove the grain f rOll imllediate use by the 
majority of Nepalese which would adversely effect the food balance. The 
government should therefore actively discourage the growth of both do•stic 
and foreign investment in product areas such as corn flakes, glucose starch or 
corn oil. Prohibitive tariffs on their imports .. y also be considered as a 
means for dbcouraging their conauaption. In recent years. a food industry 
baaed OD local production of noodles baa sprung up. Policies affecting this 
industry -.ust be based upon a consideration of the impact of its growth on the 
price of grain and the consuaption levels of the landless rural poor and other 
vulnerable income groups. 

Opportunities exist for the further processing of waste materials 
especially husks frOll rice, maize and wheat. Oil extraction processes already 
exist for rice brand. Bovever, there is a shortage of husks for processing. 
largely due to high transport costs and c<>11petition between tvo aills which 
are situated close to each other. 

Another important sepent of the food •nufacturing branch is the fruit 
erocessin1 industry. A wide variety of fruit is grown in Nepal and current 
research is actively promoting the cultivation of other fruits which are not 
traditionally grown in the country. The harvest periods for fruit show that 
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rav -terials could be available throughout the year. However, analysis of 
their location or growing area sbovs that they would be dispersed between the 
three climatic regions of the country. Although transport and c~ication 
could be possible between a terai and lover bills locations cOllbining all 
three would prove too difficult due to the perishability of fruit after 
harvest. 

Total fruit production at the end of the Sixth Plan period in 1985 vas 
estimated at 343.204 tons. and is expected to rise to 461.743 tons by 1990. 
Priority areas are also sbovn in the Seventh Plan by region vith the -jor 
emphasis being placed on the production of citrus. The aims of the Plan are: 

1. to increase the consumption of fruit in order to improve nutritional 
standards; 

2. to achieve self sufficiency in the production of apples, citrus 
fruits. bananas. pineapples. mangoes. pears and grapes; and 

3. to increase fruit production f roa 343.000 tons to 462.000 tons by 
1990. 

Field reports indicate that there is sufficient capacity for processing 
of fruits into squash. juice. jelly. jams and slices. It is estimated that by 
1990 the projected de9and for processed fruits in Nepal will be 364.3 tons. 
while the present processing capacity is already 2.893 tons per annum. this 
capacity includes a nev plant. Nepal leverages and Food Products Ltd. which is 
a joint venture vi th the ltissan group in India - only 10 per cent of the 
output of this plant is destined for domestic consumption. the Sarlabi fruit 
processing plant cOlll9etlced production in 1985. It has a capacity of 418 tons 
of processed fruit per year. 

Scope also exists for the expansion of vegetable processing in Nepal. 
The Ministry of Agriculture has estimated that there are sufficient vegetables 
to sapply 49 kg per bead per year. i.e •• an output of 741.600 tons of various 
vegetables but excluding potatoes. the Seventh Five-Year Plan proposed to 
increase the availability of vegetables to 970.000 tons. which is expected to 
be achieved by concentrating production along lines of c~ications and 
around urban areas. The proposed increase in output involves an increase in 
area f rOll the present 138.000 hectares to 140.500 hectares; the average yield 
per hectare is expected to be 5.37 tons. Development of the vegetable 
processing industry relies on close collaboration with the grover, good 
technical •nage.ent. a high degree of quality control and grading. 
entrepreneurial skills and a knowledge of export .. rket opportunities. 
Co-ordination of these skills and factors are the .. in constraints on the 
expansion of vegetable processing in Nepal. 

2.6.3 The construction industry 

Around one-fourth of 93 per cent of Nepalese population who own houses 
had their houses with only up to 200 square feet plintn area in 1986. Almost 
half of the houses are of only one floor. 68 per cent with less than two rOOllS 
and 80 per cent of them were constructed with the aid of thatched and wooden 
roofs. Only S.9 per cent of the houses had pipe water supply in 1986; 
S.6 per cent had toilet facilities and 0.9 per cent electricity. Around 
38.S per cent of the households reported insufficiency of housing conditions. 
It implies that significant improvements are needed to provide proper 
accomodation as opposed to mere shelter. Rural housing improvement progra1111e 
should focus largely on the provision of locally produced cheap construction 
uterials. 
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Datil recentlJ housing was given a scant attention and alvaJs received a 
lov priority in the invesUlellt plans and progr-s of the government. With 
the pra.algation of the basic needs strategy tbe situation is taking a more 
serious turn regarding housing. Although stones suitable for the building and 
coastnaction industry are available in abundant quantitites in almost every 
part of the country. very little bas been done to investigate the deposits 
fram a qualitative point of viev. Quartzite. granite. sandstone. limestone. 
dolomite and gravel are exa11ples of the rav materials readilJ available. 
loulders. stones and gravel are in sufficient quantitJ in the rivers to 
justify c~rcial exploitation. Roofing is still a problem in Nepal. 
Shingles are to be eli.lli.nated for ecological reasons. Slates are found to be 
very e.xpeGSive. Straw and grass are suitable onlJ in some areas and not very 
dural>le. Corrugated iron sheets are to be imported. 

Although the local current tile factories and brick .. ting units produce 
prodw:ts of an ac~eptable quality and price. it is apparent that these 
iaduatries need to undergo llOdernization in terms of equipments used for 
producing tiles and bricks. lllprovement in technology is very much considered 
an illportant eleROt of p~tioaal activities of the local construction 
iaduatry in Nepal. 

1.6.4 Textiles 

The current textile productionl-" in Nepal meets onlJ a ..all part of 
the total de.and. The Seventh Plan envisages the establishment of textile 
aills in the private sector vith a coabined production capacitJ of 
37 .5 llillion •tres per annum. If this target is achieved. total textile 
production in the organizeci sector vill be a little over 51 aillion •tres by 
1990. If additional capacity for another 50 aillion •tres could be added 
over a decade after 1990. the total production vill exceed 100 aillion aetres 
vbich vill meet about 41 per cent of the requireaent as per the lov per capita 
annual consuaption estimate of 10 aetres. 

With effective enterprise services. aartet organization and proper supply 
of inputs. a substantial iucrease in the production of cotton textiles could 
be achieved in the organized sector and in the saall-scale units located in 
urban peripheries and rural areas. Cotton textile industries would have grown 
on a much larger scale if the rav cotton were available in sufficient quantity 
in the country. Duri~g the Seventh Plan only 10,000 hectares of land will be 
under cotton cultivation producing only 15.00C tons of raw cotton. Efforts 
vill have to be aade to expan4 cotton cultivation in potential areas of Mid 
and Far Western of Terai. Iaports of selected iteas of textiles seea to be 
unavoidable to aeet the •int.. needs of the people. 

1.6.5 The role of cottage and saall iodust~" 

Production of goods 
accoapanied by increasing 
neceHary to aeet their 
widespread une11Ployaent. 

and services to aeet the basic needs must be 
the purchasing power to command goods and services 
basic needs. Poverty is the result largely of 
The high incidence of undereaployaent in rural areas 

!/ Tbe pre.eat cotton textile production capacity is not known, as 
inforution on the install_,d capacity in the unorganized sector is not 
available. 

!/ See Section 2.3 on ownership and investment patterns. 
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is due to the fact that labour remains underutilized during 62 per cent of the 
available working days. Employment generation must. therefore. be the 
overriding objective of economic policy and planning in Nepal in order to 
ensure a source of incomie and to raise the standard of living. 

The development of cottage and s-11 industry is essential to create 
gainful employment opportunities. At present cottage industry is a large 
sub-sector of manufacturing in terllS of value of industrial production and 
employment. A vigorous and purposeful attempt to develop and expand cottage 
and village industry by utilizing traditional skills and local resources could 
create more employment opportunities and bring about a general rise in 
incomies. The contribution of particular industries to the basic needs vill 
have to be assessed in order to deteraine which cottage industries should be 
pro.>ted and expanded. 'lbe handloom industry vill have to be given priority 
as it meets the clothing needs of the people and can be an increasingly 
important source of incomie to the rural faailies and landless labourers. 
Export-oriented industries. such as woollen products and metal curios 
sub-sectors could earn significant amount of foreign exchange besides 
providing widespread employment opportunities. 

In a capital scarce economy like that of Nepal an iaportant factor 
deteraiaing the employment potential of an activity is the capital requirement 
for setting up a new enterprise. 'lbe requirement of capital would of course 
differ vastly in household based units compared to more organized ones. While 
lov capital requirement is an attractive feature of cottage industries. there 
are other factors which make the11 iaportant in a strategy for the alleviation 
of poverty in a poor agrarian econoay like that of Nepal. In a country vith 
per capita cultivated land of only about 0.2 hectare. crop production (or for 
that matter agriculture) cannot be expected to provide full employment to the 
entire rural labour force. Cottage industries and other non-farm activities 
can play a very important role in supplementing the income fro• farming for 
the landless as well as the marginal farmers. While available surveys of 
cottage industries do not provide any information about the landholding of the 
owners of such enterprises. one surveyl' shows that in the hills the 
contribution of 'non-agricultural household enterprises' in the total income 
of a household is aich higher for the landless grl'up compared to the other 
groups. In the terai. this vas found to be the case not only for the landless 
but also for the .arginal and small farmers. Another study reported that both 
in the hills and the terai the contribution of off-farm employment in total 
employment is much larger for the landless and small farmers compared to the 
mediWI and large ones. 'lbus the rural poor are likely to benefit more from 
promotional efforts aimed at higher growth of cottage industries, particularly 
the household-based ones. Assistance to the organized cottage units. if 
properly devised, can also help the rural poor by providing them access to 
such industries either through the capital market or the labour market. The 
possibility of the latter is clear from the fact that a substantial proportion 
of empl~nt in organized cottage industries is accounted for by hired 
labour • .! 

!/ AllTEP, Nepal Rural Household Survey, Bangkok, 1976. 

~I For details, see ILO, Employment Expansion through Cottage Industries in 
Nepal: Potentials and Constraints, March 1986. 
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3. IllVSTIIlL DE,ELOPIEIT PLAIS, POLICIES AID IISTITVTIOIS 

3.1 Industrial policy enviro1111ent 

In pursuit of a balanced approach to industrial development. industrial 
policies are attuned to the twin objectives of import substitution and export 
promotion. Bovevt.. c • the practical implementation of programmes and projects 
reveals the emphasis placed on import substitution. Realizing the Uaits of 
the domestic -rtet. the Nev Industrial Policy. announced in October 1987. 
spells out special incentives for export-oriented industries and attempts to 
create a situation in which the private sector could play an increasingly 
important role. the evolution of industrial policy in Nepal during the 
planning era bas undergone several changes. 

In the first two development plans (1956-1961 and 1962-1965) no specific 
industrial policy was stated apart froa the enactaent of a few acts pertaining 
to the establishment of enterprises. The third Plan (1965-1970) specifically 
aenticmecl the governaent policy to develop the public sector as well as the 
private sector. with a focus on the 80bilization of idle installed capacities 
of different industries to expand industrial output. the Plan aiso listed 
priority areas for promoting new industrial units: 

(a) saw aill. plywood. paper. sugar. ceaent. liae. aica. etc. using 
indigenous raw aaterials and substituting imports of such products; 

(b) steel re-rolling. as the i.llports of such c~dities were 
insufficient for the national requireaent; 

(c) cotton and woollen textile and edible oil which can be 
self-sustained within. the country; 

(d) export-oriented industries lite jute and tea; and 

(e) basic industries lite fertilizer. agricultural tools. etc. 

the Fourth Plan (1970-1975) specifically emphasized the role of private 
sector. with a new list of priorities assigned to private initiative: 

(a) agro-based industries using indigenous raw aaterials and producing 
exportable goods. lite jute and tea; 

(b) forest-based ir.dustries using natural resources lite the forest 
materials and herbs; 

Cc) aineral-based industries producing preferably bade and exportable 
products; 

(d) illport-sutstituting industries like cotton textile to fulfil the 
requirements of the country; and 

(e) basic industries like fertilizer, agricultural tools, cement, etc. 

The target set for the Fifth Plan (1975-1980) was to expand the output of 
industries already established and to set up some new industrie1. In1pite of 
persiltent power 1hortagea and labour strikes in the latter part of the 
period, the industrie• recorded an annual expan1ion of 6.7 per cent durin1 the 
Plar. period. 
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The objectives of the Sixth Plan (1980-1985) were set against the 
background of the prfocipal econoaic problems prevailing in the country and in 
consideration of th~ ~artier constraints in plan implementation. In order to 
•ke development objectives more realistic the following objectives vere set 
for the Sixth Plan: 

(a) to attain higher growth rate in production; 

(b) to increase productive eaployment opportunity; 

(c) to fulfil aini- basic needs of the people: the following were 
included for aini- basic needs; 

to aake available more food-grains by increasing its production; 
to aake available more fuelwood for doaestic use by planned 
develop11ent of forests; 
to increase the supply of drinking water; 
to extend basic health facilities and sanitation services; 
to extend primary. vocational and adult education; and 
to extend ain:iaum transport facilities by constructing mule 
trails. suspension bridges and wooden bridges. 

A 10.3 percent growth of industrial output attained during the Plan 
period was encouraging. In order to achieve the aforementioned objectives 
emphasis "as placed on the development of cottage and saall-scale industries 
and upmost priority was accorded to the full utilization of the already 
created infrastructure. As the objectives set in the Sixth Plan are long-term 
ones. they are equally valid to day as then. and the broad objectives of the 
Seventh Plan (1985-1990) are identical with those of the preceding Plan. 

The following 
industrial sector 
(1985-1990) :Y 

objectives 
in pursuit 

and 
of 

policies have been 
implementation during 

identified in the 
the Seventh Plan 

Objective 

Policy 

to increase the contribution of the industrial sector to gross 
domestic production; 

to expand and develop industrial sector with the aim to meet the basic 
needs of the population; 

to emphasize ':he expansion and development of cottage industry as a 
means to increase productive employment opportunities; and 

to increase both the production and productivity of certain industrial 
products to promote exports and to substitute i11ports. 

Industries which have a direct linkage with domestically produced raw 
materials and which can contribute positively to the gross domestic 
product will be promoted and optimulD utilization of production 
capacity of already established industries will be stres~e~. 

!/ The objectives and policies announced in the beginning of the Seventh 
Plan have undergone several changes. These changes are presented in 
Section 3.2. 
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System of incentives and other related provisions related to the 
increased participation of individual entrepreneurs and to attract 
foreign investments will be reviewed on a regular basis to incorporate 
necessary changes, if needed. 

Industrial estates presently run in the government sector will 
gradually be handed-over to the private sector. 

Priority will be accorded to promote industries, except for those 
related to defense production, in the private sector. 

- Necessary protection, but no ..,nopoly rights., will be granted to 
industries involved in production of goods substituting imports., used 
in daily consumption and of construction materials. However, due care 
will also be taken that protections do not result in adverse effects 
on the consumers. 

Working policy 

- A long-term plan for the development of industrial sector will be 
formulated and implemented in co-ordination with the sectoral needs 
and priorities of other sectors such as agriculture., forest and mining 
to mantain overall sectoral consistency and complementarity. 

- Necessary improvements in areas such as management and financial 
resources will be undertaken to facilitate capacity utilization and to 
achieve greater productivity in industries both in the private and 
public sector. 

Efforts will be made to develop institutional mechanism in the private 
sector to mobilize and employ members of the national labour force in 
employment opportunities created in the private sector. 

- One of the main reasons which has hindeced operation of industries in 
their full capacity has been the erratic and inadequate supply of raw 
materials and semi-processed goods. Hence, efforts will be made to 
implement effective prograaaes to ensure regul~r and adequate supply 
of these inputs after an evaluation of present institutional and 
private arrangements. 

- A detailed study on the capital base and resource needs of Nepal 
Industrial Developmert Corporation (NIDC) will be undertaken and 
appropriate steps, as suggested by the study, will be initiated. 

Special efforts will be made to expand the market and promote exports 
of industrial products like noodles, soap, vegetable ghee, cigarettes, 
plastic slippers, polythene pipe and plastic goods which already show 
signs of meeting total internal demands. 

- Appropriate policy measures will be devised to protect domP.stic 
industries from external competition and to accelerate the pace of 
industrialization. However, protection measures will be devised 
taking into consideration the need to move towards self-sufficiency 
and the need to protect conswaer interests. 



- 38 -

- To further intensify efforts on different activities such as 
industrial planning, promotion, research, consultancy services, 
engineering services, entrepreneur development and increase in 
productivity, the Industrial Services Center will be strenghtened and 
transfonled to a high-level National Producthrity Council so that 
these activities are run ia a caapaign-lite basis. 

- The pace of implementation of the Small Industry Development Project 
presently operating in 0agmati amd Candaki Zones will be further 
improved. Such program11es will be implemented in other districts as 
well in addition to intensifying the implementation efforts of such 
components under integrated rural developaent projects. 

To promote exports and to increase foreign-exchange 
productivity of following products of small and cottage 
will be raised in addition to their standardization: 

(1) Woollen carpets; 
(2) Paper and metal handicrafts; 
(3) Ready-11ade garments; 
(4) Leather and leather products. 

earnings, 
industries 

- To promote the development of cottage and small-scale industries, a 
policy will be followed to discourage the establishment of certain 
indwttries except at the level of small and cottage industries. 

- A system whereby information on licences provided for new industrial 
ventures and their salient features and an up-to-date registration 
data can be published and provided to the general public and potential 
investors will be developed. 

To further facilitate the process of handing-over the industries in 
thP public sector to the private sector, a set of criteria guiding the 
handing-over process will bP developed and on this basis, certain 
industries will be changed to ~rivate ownership. 

Shares and land-ownership of industrial estates presently operating 
will be sold to industries only. Participation of the private sector 
will be sought and encouraged in developing land and in construction 
of sheds in new industrial states. To this effect, a new system of 
management of industrial estates will be developed. 

The programae of the large-scale industry will include: 

Completion of a number of public-sector plants established during the 
Sixth Plan; 

Expansion of several existing public enterprises; 

Feasibility studies and analyses of industrial performance problema; 

Expansion and improvement of facilities at existing industrial estates; 

Construction of several new estates; 

Improving the raw material supply to the cotton and tohRcco industries; 
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Simplification of administrative procedures for the registered 
ind us tries; 

Improved availability of credit; and 

- Manpower training. 

Table 3.1 shows the allocation of funds under this progran111e. It is 
expected that by the end of the Plan period, some 95,000 persons will be 
employed in the manufacturing sector. Overall capacity utilization is to be 
raised to 70 per cent, and industrial production is expected to grow by a 
yearly average of 12.7 per cent (as against 4.5 per cent for GDP as a whole), 
resulting in a total production increase of NRs 6,980 million. 

Table 3.1: Allocation of funds in the organized industries 
during the Seventh Plan, 1985-1990 

(NRs million) 

Programne 

Public sector industries 
Industrial estates 
Finance and credit 
Raw materials development 
Surveys, studies, production 

Total 

Expenditure 

1,452.6 
100.3 
252.0 
108.2 
105.2 

2,018.3 

Source: National Planing Conmission, The Seventh 
Plan, 1985-1990, 1985. 

The development progralllDe listed in Table 3.2 will cover projects like 
the cottage and small scale industry project operated under World Bank 
assistance; and integrated rural development projects; industrial village 
projects; and the projects to be implemented under Swiss assistance in Dolakha 
and Sindhupalchowk districts. Under these projects 5,500 persons will be 
given motivational, entrepreneurship and management training and 9,600 persons 
will be given skill development training. In addition, raw materials and 
implements equivalent to an amount of NRs 15.2 million will be supplied. 
Measures to stimulate market-oriented production in the sector will include 
national and international sales promotion, government purchasing and the 
establishment of storage facilities. The implementation and supervision of 
the progr8Jlllle will to a large extent be in the hands of local branch off ices 
which will select industries to be developed or established, and which will 
promote local participation in the progranne, e.b., through the selection of 
trainees for skill development. 
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Table 3.2: Development expenditure on cottage and small-scale 
industry, 1985-1990 

(NRs million) 

Project Expenditure 

General prograaae (except projects) 
Intensive programme 
Sales promotion service 
Ready-made garments and hand-made paper projects 
Ceramics project 
Entrepreneur development programae 
Rural training project 
District level programaes 

Total 

110.0 
140.0 

70.0 
9.0 
2.0 
1.5 
1.0 
~ 

399.5 

Source: National Planning Coanission, The Seventh Plan, 1985-1990, 
June, 1985, 

3.2 Recent trends in industrial policy 

The government of Nepal completed a major review of industrial policy 
during 1986/87. It outlined a new policy package in pursuit of simplification 
of registration procedures, greater emphasis on domestic resource-based 
industries and extension of incentives to export-oriented industries. The 
government is particularly keen to promote foreign collaboration and has 
launched a major privatization initiative. Forty-nine per cent of the shares 
of 12 public enterprises were offered for sale during 1986/87. It is hoped 
that private sector participation in the management of public enterpri-es will 
increase managerial autonomy and contribute towards an improvement of the 
system of public accountability to which public enterprise management are 
subje~t. Up to the end of 1987 private purchase of the shares of the public 
enterprises selected for investment were very limited and the privatization 
initiative of the government appeared to have been stalled. This is partly 
due to the fact that despite substantial increments in capital employed 
profitability levels within public manufacturing enterprises have remained low 
during 1984-1987. 

Direct foreign investment within Nepalese manufacturing has remained very 
limited. Nevertheless 1986/87 saw a significant expansion of Chinese 
participation. A rubber tyre project with Chinese finance worth $11.4 million 
was established. Substantial Chinese financial and technical assistance paved 
the way for the opening of Nepal's largest paper mill - the Brikuti Mill -
which will meet 15 per cent of the domestic demand for paper. China also 
provided finance for the extension of the publicly owned Bimal Cement plant 
during 1986/87. Liberalization of regist'l"ation and taxation procedures will, 
it is hoped, increase the inf low of direct investment from India particularly 
in export-oriented industries. 
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Nepal has only recently opened her doors to private foreign investment. 
Foreign investllent is welce>11e in practically every sector of economic activity 
with the exception of defence-related industries. Investllents are encouraged. 
however• in the medium- and large-scale industries only. Annex B lists 
feasible project proposals with details pertaining to project description and 
capital cost. A list of projects suitable for foreign investment is presented 
in Annex C with observations on the market potential. 

Following a major review of industrial policy during 1986/87 the Nev 
Industrial Policy was announced finally by the government in October 1987. 
The Nev Policy is aimed at achieving self reliance through the production of 
basic goods (relating to food. clothing. housing. education. medical care and 
security). promoting the contribution of the industrial sector to the national 
ince>11e. increasing employment opportunities. and improving the balance of 
trade through import substitution and export promotion. The following are the 
salient features of the 1987 Industrial Policy: 

No licenses will be required for the establishment of cottage industries. 
that is. (a) traditional labour-intensive industries using local rav 
materials and resources. or (b) industries using iaported rav materials 
with a fixed capital of not more than NRs 700.000 and an annual 
production of not more than NRs 1.5 •illion. and using not more than 
10 h.p. of energy. or (c) industries using local rav materials vith a 
fixed capital of not DK>re than NRs 700.000 and an annual production of 
not more than NRs 2.5 million). Licenses will also not be required for 
small industries (vith a fixed capital of not more than NRs 3 million and 
NRs 10 million). provided such industries do not need convertible foreign 
exchange for importing their main rav materials. 

Licenses for the establishment of large industries (with a fixed capital 
of more than NRs 10 million)• as well as other industries which have to 
import 40 percent or DK>re of their annual raw material requirements• or 
materials worth not more than NRs 2 million a year, will be issued within 
90 days according to the decision of an Industrial Promotion Board headed 
by the Minister of Industry subject to prescribed conditions. 

A standard 30 per cent rate of protection will be allowed to 
import-substitution and export-promotion industries over a period of five 
years. Income tax. customs. sales tax. and other fiscal facilities, as 
well as foreign exchange facilities, will be made available under 
prescribed conditions. The facilities to which any industry is entitled 
will be specified in its license or certificate of registration. 

Appropriate arrangements will be made for the supply of industrial 
credit. Industries will be allowed to obtain loans from external sources 
with the approval of the government. If so appropriate, this government, 
or an agency designated by it, will guarantee such loans. 

No industry will be nationalized, except when so required for 
considerations of national interest or security. If any industry is 
nationalized. compensation will be paid within six months on the basis of 
an equitable evaluation of its assets. If any industry established with 
foreign investment is dissolved or nationalized, the investor will be 
allowed to repatriate his share in foreign exchange on a tax-free basis. 
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Realizing the li.llits of the d01Destic •rtet the 1987 Industrial Policy 
announced some special incentives for export industries: 

(i) To be entitled to government•s incentives and facilities, the 
aini.am value added required (fixed at 15 per cent for the iaport 
ce>11peting industries) is only 10 per cent in the case of industries 
eipC>rting more than 50 per cent of their output; 

(ii) Provision of pre-eipC>rt loans to exporters; 

(iii) Provision of duty drav-bact (custoa, excise 
eipC>rters and eipC>rt-oriented industries, as 
industries to the extent of eipC>rt; 

(iv) Tax exemption (as in the 1981 Industry Policy); 

(v) A National Avard for successful exporters; 

and sales 
vell as 

tax) to 
ancillary 

(vi) Bonded warehousing provision to assist the operation of 
eipC>rt-oriented industries, including establisbllent of an EPZ and 
Industrial Villages. 

'lbe 1987 Industrial Policy•s •in liaitation aight be the fact that it is 
related to short-tera prograllBe of industrial development. While most of the 
tax incentives provided under the policy are appropriate, some additional 
incentives, based on successful experience of other Asian countries 
(particularly for research/development, training grants to still-intensive 
industries, promotional grants for sales promotion missions abroad based on 
actual orders received, special cOllBOdity rates for air freight, etc.) may be 
very pertinent. Progress in this direction requires that the major industrial 
policy making institutions formulate and implement a coherent package of 
industrial policies. 

3.3 Institutions for industrial development 

'lbe Ministry of Industry is the main agency responsible for planning, 
monitoring, co-ordination and policy formulation pertaining to industrial 
development in Nepal. Industrial administration, policy execution and 
industrial operation are letf to Departments, specialized agencies, and public 
sector enterprises. The Ministry proper has four divisions: Industrial 
Promotion Division; Cottage Industry Promotion and Administration Division; 
Industrial Planning and Evaluation Division; and Foreign Investment Promotion 
Division. The internal organs of the Departments functioning under the 
Ministry of Industry and that of the Ministry proper are indic,'\ted in the 
illustrations. 

The Industrial Promotion Division is principally conr-emed vith policy 
matters relating to the development of small, medium and large industries. It 
also extends assistance to public sector enterprises in securing scarce inputs 
like foreign exchange and obtain!ng clearances from other Ministries as 
legally required under various statutory provisions. 

The Cottage Industry Promotion and Administration Division is primarily 
responsible for policy formulation and co-ordination of the various progr...es 
for the development of cottage industries. Thus it co-ordinateir the 
activities of the Department of Cottage and Village Industries (DCVI), Cottage 
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Ministry of Industry 

·--

Department Department Department Department 
of Cottage of of Mines (Bureau) 
and Village Industry and Geology of 
Industries Standard:; 

I I - Public sector Specialized 
enterprises: agencies: 

I Janakpur Cigarette I I Industrial I Factory Ltd. Services Centre 

I Bbalttapur Brick I Nepal Industrial 
Facto~ Ltd. Development 

Cor~ration 

I Bimal Cement I I Cottage Industries' 
Co. Ltd. Development Board 

I Betauda Cement I !Tobacco Development' 
Udfog Ltd. Coml?!nl 

I Birgunj Paper I I Cotton Development' 
Factor! Ltd. Board 

I Bhirltuti Paper I !Textile Development! 
Factor! Ltd. Board 

I Betauda Textile I I Cottage Industries! 
Induatrf Ltd. Em~rium 

I Nepal Orient I Mal!!esite Ltd. 
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Industries Development Board (CIDB). Cottage Industries Ellporiua and Export 
Service Centre. all of which have distinct functions in the promotion and 
development of cottage industries. Besides. it is responsible for the 
i.llplementati~n of the IBRD assisted CSI (Cottage and Small Industry) Project. 

The Foreign Investment Promotion Division is exclusively concerned vith 
prom>ting foreign investment in the industrial sector. Apart fr0ta providing 
detailed info~tion on prospects of industrial development to intending 
foreign entrepreneurs. identifying candidate industries and attracting foreign 
investment by bringing together the Nepalese and foreign entrepre~urs for 
joint ventures. this Division is intended to act as a single vindov for 
granting various approvals for starting industrial enterprises ionvolving 
foreign investment. 

The Industrial Planning and Evaluation Divis .on is the pivotal agency 
within the ttinistry for industrial planning and 80nitoring., It bas two 
branches: one for planning and evaluation (PE) and another concerned vith 
technology transfer and 111111pover development (TDU>). The PE branch is 
responsible for co-ordinating the five year and annual plans for all agencies 
and public sector enterprises of the ttinistry • for monitoring their 
performance and liaising vith the National Planning Commission and the Finance 
Ministry on plan formulation. The TIPID branch bas certain other planning 
functions. It arranges the training of manpower under external assistance 
progrumes., identifies projects for bilateral and multilateral assistance., 
exa11ines proposals for acqui .. ition of fore?gn technology., and c011missions 
various studies relevant to planning including selected sub-sectoral studies 
vith the Industrial Services Centre. 

The responsibilities and functions of the four Divisions represent the 
broad division of wort within the ttinistry as it exists now. There is 
however., no rigid c09part11entalization. 

The Department of Industry is charged with overall responsibility for the 
development and implementation of Nepalese industrial policy. It plans public 
enterprise activities and discusses the incorporation of these activities into 
the Plan with the ttinistry of Finance and CCMimerce and the National Planning 
Ce>1mission (NPC). Further., the Department m.intains statistics and monitors 
planning perforaance and renders statistical and other support to industry. 

The Department of Industry is responsible for licensing. registration and 
recom1endations for facilities and incentives for all other types of 
industries. It is authorized to issue licenses for small-scale industries 
which have invest•nt in fixed assets below NRs 2 million. and has to refer 
the application for license for higher scale of industries to the recently 
constituted Industrial Promotion Board (IPB). The IPB is c09p0sed of 
representatives from the Ministry of Industry. the National Planning 
C011Dission. the Nepal Rastra Bank. the Ministry of Finance, the Ministry of 
Coaaerce. the Department of Industries and specialists. Besides granting 
licenses. the Board functions as a co-ordinating lint between different 
agencies involved in industrial policy and aclainistration and is empowered to 
review industrial policy every five years. 

The Department of Cottage and Village Industries operates under the 
Ministry of Industry and is charged with developing handicraft. cottage and 
village industries. Specifically. the Department is to: 

improve product quality and quantity by support for modernization and 
expanded marketing efforts; 
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increase production of goods using local rav .. terials; and 

train workers and artisans in these fields. 

lhe Department also leases .. chinery to artisans al'd recommends loans for 
those enterprises to COll9ercial banks. 

In addition to .. rketing and promotion. financing. technical advice and 
training. the Department is involved in research. design and development of 
tools and techniques relevant t\J these s..11-scale industries. Feasibility 
studies and pilot projects are also undertaken. 

lhe establishment. expansion and modernization of industries are 
regulated through licensing and registration. The licensing requirement has 
been waived for cottage industries where the investment in .. cbinery and 
equipment is below Nlls 200.000 and the invest.ent in total fixed assets does 
not exceed Nils 500.000 in rural areas and NRs 800.000 in urban areas. 
Registration of cottage industries and recommendations for various financial 
incentives are handled by the Department of Cottage and Vi!lage Industries. 

lhe Industrial Services Centre (ISC) provides non-banking services for 
local and foreign entrepreneurs by disseminating information on investment 
o~portunities. policies and procedures for industrial investment and by 
conducting techno-econotaic feasibility studies on industrial ventures. 
Licensing requices subaission of feasibility study reports to the Department 
of Industries and these are often carried out by ISC. The Centre also 
supervises the country's industrial estates and provides training progr....es. 
Io executing this wide range of tasks. the Centre is often hampered by staff 
and resource shortages. 

Although it is part of the Ministry of Commerce. the Trade Promotion 
Centre plays an important role in the development of the manufacturing 
sector. It undertakes studies and disseminates information on export 
potential and also undertakes export promotion activities. It has organized 
Nepalese participation in international trade fairs and has a permanent off ice 
in New York; establishment of another office in Frankfurt is under 
consideration. 

Nepal's leading financial institutions are the Central Bank. Nepal Rastra 
Bank (NIB). three c~rcial banks. two specialized financial institutions -
the Agricultural Development Bank of Nepal (ADBN) and the Nepal Industrial 
Development Corporation (NIDC) - a provident fund co~poration and an insurance 
COllpallJ. The two commercial banks. Nepal Bank Ltd. and Rastriya Banijya Bank. 
doainate the financial sector. accounting for 75 per cent of total assets and 
virtually all deposits. Tbe former bank is 51 per cent government-owned. the 
latter 100 per cent. 

Colmercial banks are obliged to provide 25 per cent of total loans and 
advances to the productive sector, including industry. The percentage is to 
be raised to 45. Within the productive sector. cottage and small industry are 
among the priority sectors. Industrial exporters can apply for export credit 
up to 80 per cent of the local price of a product. There baa been a 
reluctance on the part of the c~rcid banks to supply the required funds to 
.. nufacturing eatabliahllenta, com11ercial and real estate operations with 
faster and safer returns being preferred. The formation of conaortiwaa to 
provide loans to manufacturers. reducing risks for individual banks, may be a 
solutlon. 
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In spite of its na11e. NIDC lends the larger part of its funds (-hlJ 
provided bJ the government and international donors) to projects outside the 
manufacturing sector; within the .. nufacturing sector. larger scale industries 
based on domestic natural resources have received prioritJ. NIDC is 
authorized to participate in and establish new enterprises; it also undertakes 
project anal1ses. NIDC guarantees loans to industry provided bJ other banks 
and it is a .. jor shareholder in the Securities Marketing Centre Ltd.• 
established in 1976 to develop a stock exchange and a secondary .. rket in 
securities; the Centre bas. however. onlJ done modest business so far. 

During the Seventh Plan period. NRs 2.560 aillion in loans is to be .. de 
available to the industrial sector• most of it to be provided bJ commercial 
banks. An attempt will be .. de to render banking services more accessible and 
efficient; the number of bank branch offices is to be expandrJ froa 387 to 
634. and the training programae for bank staff is to be stronglJ expanded. 
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4. RESOURCES FOR IIDVSTRllL DEYELOPftEIT 

6.1 Buman resources 

Nepal's population was esti .. ted at 18 •illion in 1988. A fifteen-
year population target covering the period 1985-2000 is envisaged, vith a view 
to reducing the annual population growth from 2.66 per cent to 1.20 per cent. 
Assuming that this target is fulfilled, the size of Nepal's population is 
projected at 2S aillion in the year 2000. 

Table 6. l presents the projected statistics pertaining to the structure 
of labour force in Nepal during 1985-1990. On the basis of the expected 
increase in the participation of the population age-group of 10 years and 
above, this category of population vill increase from 11.62 million in 198S to 
13.20 •illion in 1990, implying an additional labour force of l.S8 million 
during 1985-1990. During th~se years it has not be possible to shift the high 
proportion of population dependent on agriculture to non-agricultural 
sectors. Only 3.30 per cent of the economically active population is engaged 
in industry and 3.8 per cent in services. 

Table 4.1: Structure of labour force, l98S-l990 

Population details 

Total population 
( '000) 

Population -
10 years and above 
( '000) 

EconOllical ly 
active population 
( '000) 

Percentage of popu
lation - 10 years 
and above to the 
total population 

Percentage of the 
economically active 
population to the 
total population 

1981 

lS,022 

10,517 

6,850 

70.0 

45.6 

1985 1986 

16,625 17 ,059 

ll ,617 ll ,918 

7,562 7,760 

69.88 69.86 

45.49 45.49 

Estimated 
addition during 

1990 l98S-1990 

18,913 2,288 

13,201 l,585 

8,603 l,040 

69.86 -0.14 

45.49 -0.ll 

Source: National Planning Conaission, The Seventh Plan, 1985-1990, June 1985. 

A major obstacle to the absorption of labour force in manufacturing 
industry is the low level of literacy and the shortage of qualified 
personnel. Although primary school enrollment in the 6-10 year age group had 
risen to 78 per cent by 1984, the overall literacy rate was only 29 per cent. 
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the demand for engineering persounel (all levels) during the Seventh Plan 
period (1985-1990) is expected to be 7 ,880 persons, of which the country will 
only be able to supply 4,800. While the Seventh Plan proposes recruitment of 
foreign experts to fill the high-level technj cian gap, unemployment a90ng 
unive~sity graduates is well over 10 per cent. In 1983, only some 6 per cent 
of university students followed courses in agriculture or engineering-related 
subjects. There is also a serious shortage of facilities for mediua- and 
basic-level vocational training. Some Nepalese industries, especially the 
garment industry, have to rely on skilled immigrant labour froa India. 

The Seventh Plan proposes to Ulprove the supply of qualified labour 
through, among other things, the following measures: 

- on-site training in a wide variety of skills to be carried out by 
Labour Supply Centres located in •jor industrial locations (these 
centres will also undertake skill surveys); 

a one-year training progr...e for 300 persons in such skills as 
lathe-operation, welding, •chine repair and electric installation 
(Vocational Training Centre, Rani, Biratnagar); 

intensification of the activities of the Employment Research and 
Development Centre; 

expansion of labour exchange services; and 

the establishment of a National Training Centre for vocational 
training. 

Tentative projections made for the main sub-sectors of manufacturing 
indicate a total formal sector manufacturing employment of about 
180,000 persons in 1990, representing a 20 per cent increase in employment 
opportunities. By 1995 the manufacturing employment might be of the order of 
250,000 persons. Concentration of manufacturing activities on satisfying 
basic needs - food, clothing and shelter - would suggest particular expansion 
of light industry. 

Integration of women in manufacturing activities~/ 

The national' s policy on women's participation in the development process 
has been adopted from the Sixth Plan period, with a view to eliminating the 
obstacles apparent in the process of all-round development of the Nepalese 
society. The thinking is that in all the development projects scheduled for 
implementation during the Seventh Plan the role of women will be expanded. 

Female employment in the manufacturing secto1· is predominantly found in 
the textile and food industries. Even in these industries, however, women are 
underrepresented when compared to other countries. It is clear that the 
major:Oty of women only do unskilled work despite faster growth rates recorded 
by female participation in manufacturing and education than men in recent 
years. 

!/ For an assessment of women's participation in manufacturing activities in 
Nepal• see UNIDO, The Current and Prospective Contribution of Women to 
Nepal's Industrial Development (forthcoming, 1988). 
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It is expected that. inter alia. in the light of the envisaged growth of 
basic needs-linked light industries. such as textiles and food. the proportion 
of women in industrial labour force would increase frOll the carrent level of 
12 per cent to 18 per cent by the year 1995. In absolute figures. this would 
•an an increase of the women•s labour force in the formal sector frOll 13.200 
in 1985 to more than 45.000 persons in 1995. 

In the informal sector women play a 11Uch 1mre conspicuous role. In such 
activities as food processing and textiles production. women not only de>11inate 
the labour force. but are also involved in entrepreneurial and -nagement 
activities as well. ftany of the activities are directly geared to household 
consuaption, but among the more developed cottage industries. such as the 
export-oriented industries. carpet industry, higher percentage of vomen•s 
participation is found. 

Overall improvements in the performance of the -nufacturing sector would 
be esssential to create more opportunities for women. Sustained effort will 
also have to be made to improve women•s general educational levels. Special 
progra1111es designed for women could be linked more intensively to the needs of 
the industrial sector. Effective enforcement of equal opportunity legislation 
could elso lead to a high percentage of women•s participation in manufacturing 
activities. 

4.2 'Natural resources~/ 

(i) Agricultural and forestry resources 

The Nepalese economy is basically agrarian, contributing over 50 per cent 
of GDP. Growth in the sector has been slow and fluctuating. During the Fifth 
Plan period (1975-1980) the sector actually registered a negative growth rate 
of 2.0 per cent. Although per capita food production during the Sixth Plan 
grew slightly (1.7 per cent) per capita calorie intake is clearly below health 
requirements. Two-thirds of the population is thought to suffer from 
malnutrition-related physical defects and diseases. 

The agricultural sector faces a number of serious problems: 

- Al though the rural population (to which a large number of Indian 
iD1Digrants must be added) keeps growing, there are virtually no 
reserves of virgin arable land. Only 18 per cent of the total land 
area is cultivatable; the high mountain region offers only very 
limited opportunities for agriculture, and rural population densities 
of over 300/sq.km. now occur; 

Both the pressure on land and the demand for firewood have led to 
massive deforestation, followed by widespread erosion; 

Production methods have not kept pace with the growing rural 
population pressure and the demand for agricultural products in urban 
areas - irrigated agriculture, e.g., is still very uncoD1DOn, and 
severe droughts have in recent years repeatedly caused acute food 
shortages in many areas; 

!/ A more extensive survey of the potential of natural resources in the 
Nepalese economy is to be found in The Potential for ltesource-Based 
Industrial Development in the Least Developed Countries, No. 7: Nepal, 
(UNIDO/IS.465), Vienna, 1984. 



Table •.2: EE2~u5t&2D 2f erinc&e!~ c11b ~EP211 llZ~lZ~-llllllZ 
(area: \n •ooo metre, production: in '000 tonne1, yield: tonne1/per hectare) 

~ change 
in 

1986/87 
over 

Cash crops 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 1984/85 1985/86 1986/87&1 1985186 

Sugarcane 
Area 15 15 18 23 22 22 24 25 25 23 17 23 24 4.35 
Production 251 253 311 387 370 385 480 590 616 509 408 558 586 5.02 
Yield 16.54 16.78 17.31 16.92 16.82 17.18 20.02 23.44 24.25 22.39 23.36 24.27 24.8 2.18 

Oil seeds 
Area 112 113 108 133 144 118 122 114 110 111 128 138 \38 0.00 
Production 66 68 61 78 )3 62 77 79 70 73 84 79 79 o.oo 
Yield 0.58 0.61 0.57 0.59 0.64 0.52 0.63 o. 7 0.63 0.66 0.66 0.57 0.57 o.oo 

Tobacco 1,1'1 

Area 7 7 7 8 8 8 7 7 9 9 9 9 9 o.oo ,... 
Production 5 5 5 6 5 6 5 5 7 7 6 5 5 o.oo 
Yield o. 7l o. 72 o. 74 0. 76 o. 72 o. 73 o. 71 o. 71 o. 78 o. 78 o. 75 0.54 0.56 3. 70 

Jute 
Area 33 34 33 40 u 57 52 35 30 24 27 47 20 -57 .45 
Production 41 41 45 56 66 68 59 43 39 25 33 61 23 -62. 30 
Yield 1.23 1.21 1.36 1.4 1.4 1.19 ). .14 1.21 l.28 1.06 1.22 1.29 1.18 -8.53 

Potato 
Area 54 53 52 51 51 51 so 52 59 59 66 70 74 5.71 
Production 307 314 270 272 279 278 281 321 373 383 "20 357 391 9.52 
Yield 5.72 5.88 5.16 5.37 5.5 5.42 5.66 6.17 6.30 6.51 6.41 S.l 5.28 3.53 

Index of ca•h croe• (1974/75 • 100) 

Area 100.00 100.45 98.64 115.38 123.08 115.8.\ 115.38 105 . .\3 105.43 102.26 111. 76 129.86 119.91 -7 .66 
Production 100.00 101.64 103.28 llQ,25 121. 34 119.25 134.63 115 .07 164.93 148.81 141.94 158.21 161. 79 2.26 
Yield 100.00 101.85 104.7 103.35 108.59 102.94 116.68 109.14 156.44 145. 52 127.00 121.83 134.93 10.75 

Source: Department of Food and Agricultural Marketing Services and Jute Development Corporation. 

~I Preliminary. 
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To i.Jlprove lhe productivity of the agricultural sector and the general 
availability of agricultural products, the Seventh Plan proposes a vide range 
of measures, including erosion control and reafforestation, expanding 
irrigated areas in the terai and hill regions, improvements in rural 
infrastructure, .arketing facilities, extension services and input supplies, 
promotion of diversification and industrial crop.; and expanded agricultural 
research. Given the overall situation, both the targetted production levels 
and the range of programes to be widertaken may seea unrealistic; they do, 
however, indicate that the present crop prod\•ctiora levels and agricultural 
progra1111es fall far short of actual needs. 

While raising agricultural productivity should be a major priority, 
expanding and improving agricultural proc~-;sing can help use the country's 
scarce resources more efficiently and ra1~e d<>11estic value added. The 
following examples give an indication of the potential for expanded processing: 

the diffusion of improved rice ailling technology cauld raise the 
recovery rate by S per cent; 

in the absence of a doaestic aill within econe>11ic distance, part of 
the sugarcane output in the Central Developaent Region is exported to 
mills in India; 

- excellent quality fruit is grown in the country, but part of it goes 
waste as a consequence of the poor performance of the fruit processing 
industry (low manufacturing standards, marketing and transport 
problellS); 

in the absence of sufficient domestic milling capacity, some 30,000 
tons of raw jute are exported every year. 

the potential demand for meatmeal, bonemeal and tallow (which can be 
used, among other, as animal feed and fertilizer) far exceeds present 
production capacity; 

- most tanned hides are exported, while at the same time much footwear 
is imported and domestic shoe production capacity is underutilized; 

In the case of fruit processing, meatmeal, bonemeal and tallow, leather 
products and medicinal herbs steps are being widertaken to improve or expand 
processing. Even though the scarcity of wood resources inhibits further 
growth of the wood products industry, an expansion parquet blocks 
production for export appears feasible. 

(ii) Mineral resources and energy 

Geological surveys and mineral exploration efforts made so far have 
indicated the presence of few exploitable mineral resources apart from stone 
(especially limestone). Large deposits of cemer.t- and chemical-grade 
limestone (roughly 100 million tonnes) have been identified in the Kathmandu 
Valley and the Beri, Narayani and Sagarmatha zones in the Far Western, Central 
and Eastern Regions, respectively. These have only been marginally expolited, 
so far, but cement-making capacity is being expanded. Both the building 
materials and the fertilizer industries would be important users. Most of the 
building and construction stone is quarried (or collected) by hand. It has 
been suggested that the industry could expand by exporting to India. 
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Extensive silica and clay deposits exist. Sand is used in the 
construction industry and in foundries .. but its properties preclude its use 
for high-quality iron imulds or high-quality glass. Clay is mainly used by 
traditional.. local brickmalters; modern kilns can produce a superior product .. 
but more intensive exploitation needs to be accompanied by quality analysis of 
the raw material. 

Coaae'::'cially exploitable deposits of magnesite and talc, lead, zinc and 
iron ore exist in the Bhagmati zone; magnesite and talc are being exported. A 
lead/zinc mine and concentration plant has recently started producing. The 
concentrate wil~ be exported. The iron ore deposit near Kathmandu (10 million 
tonnes with a j4-58 per cent iron content) has not been exploited so far, the 
energy requirements for the planned •ini-steel plant being too high. 

(iii) Energy resources 

The country's energy needs are largely covered by wood.. even in the 
industr:~al sector. Demand for firewood far outstrips wood growth, and if the 
already ~:~qstrous erosion levels are to be brought down, the introduction of 
alternativ~ energy sources will have to be speeded up :rable 4.3). Petroleum 
accounts for less than 5 per cent of the energy consumed. Petroleum imports 
constitute a significant drain on foreign exchange, accounting for 20 per cent 
of ~rt earnings. There are no known oil deposits, but exploration is to be 
carried out in the southeast of the country. The country disposes of natural 
g;as, coal and lignite reserves, but known deposits of the latter two are 
small. A model gas plant with a daily capacity of 500 cu.m. is now operating 
in the Kathmandu Valley. 

With regard to renewable ene::-gy sources, the situation is potentially 
better. In recent years, over 1,600 small biogas plants, utilizing animal 
dung, have been install~d. An additional 4,000 plants are to be constructed 
during thr enth Plan. These plants, which meet the energy needs of one to 
five rural f :UDilies, at the same time produce a high-quality fertilizer. 
Although these biogas plants are provided at a subsidized price, the majority 
ot N~palese farmers are unlikely to be able to afford either the investment or 
the number of animals needed for dung product ion. Improved wood stoves are 
also being introdur.ed under the Seventh Plan. If the targetted number of 
160,000 is attained, this would mean an annual saving of 40,000 ha. of forest. 

Nepal disposes of a huge water power potential (well over 80,000 MW) 
which bas only been e:..cploited marginally so far. By the late 1980's, large 
hydro-electric power plants with a total capacity of approximately 100 ~ 
should be operational. Preliminary studies have identified locations for 
power plants with a total capacity of some 5,000 MW. The country's resources 
far exceed potential domestic demand, and it does not seem far-fetched to 
envisage future energy exports to India. The implementation of these large 
projects would, however, depend on external financial and technical resources; 
the power transmission infrastructure needed exceeds domestic financial and 
technical resources as well. As it is, leakage on existing transmission lines 
cawoes energy losaes t 30-35 per cent. Medium-and small-scale hydro-power 
products are therefore better suited to the needs of the many remote rural 
areas. Technical i19provements to traditional water wheels and the 
installation of small multi-purpose modern water turbines could in many cases 
solve the energy problems of rural enterpr!ses or even villages. Some 1,000 
5-20 hp. turbines are to be installed in rural areas under the present Plan. 
The expansion of hy~roelectric capacity will have to go hand-in-hand with 
reafforestation to prevent silting of reservoir1. Solar and wind energy have 



Table 4.3: Structure of ener,x con•umption. 1979/80-1986/87 

Energy form Unit~/ 1979,'80 1980/81 1981/82 1982183 1983/84 1984/85 1985/86 1986/871!/ 

1. Traditional 
Fuel wood •ooo tee t\,340.8 4,476.4 4,595.5 4. 717. 7 4,946.0 5,075.0 6,248.0 6,415.0 
Agri. wa•te •ooo tee 77.1 79.2 81.3 83.4 550.0 565.0 893.0 920.0 
Animal dung •ooo tee 29.2 30.0 30.8 31.2 95.0 98.0 696.0 715.0 

2. Comaercial 
Petroleum. •ooo tee 157.9 174.4 164.5 176.7 210.5 229.9 268.0 302.0 VI 
Coal •ooo tee 31.4 32.3 35.3 36.3 86.4 69.1 46.0 46.0 II" 

Electricity •ooo tee 19.9 20.2 22.7 27.3 30.3 35.5 39.0 45.0 I 

Total 4,656.3 4,812.5 4,930.1 5,073.0 5,918.2 6,072.S 8,190.0 8,4U.O 

Source: Water and Energy Commission. 

~I Ton of coal equivalent. 
~I Bstiaated. 
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not been exploited on a wide scale yet, although simple solar water heaters 
and driers are now being produced; there is potentially a large market for 
such simple, low-cost energy converters. 

Energy policies formulated in the Sixth Plan (1980-1985) and Seventh Plan 
(1985-1990) intend to minimize the reliance on traditional fuel wood, and 
create a broad, flexible base for future energy supplies. The strategy aims 
not only at increasing the supply of f uelwood through various types of 
afforestation schemes but also at reducing its consumption through 
conservation measures. 

Among the renewable energy resources, the highest priority has been 
accorded to the generation of hydro-electricity. The Seventh Plan (1985-1990) 
lays special emphasis on thf! development of power as a multi-purpose scheme 
together with an integrated transmission system and extensive electrification 
progranaes. 

The Seventh Plan has also, for the first time, formulated a policy on 
alternate energy and allocated resources separately for this purpose. The 
policy encourages the research and development of various alternate energy 
resources such as small hydro, bio-gas, solar energy, wind power, etc. 
Simultaneously, it advocates the wide scale dissemination of some proven 
technologies with appropriate encouragement of the pr:·ivate sector. Notable 
among them are the improved cooking stoves for conservation of fuel wood and 
small water turbines/improved water mills for the development of agriculture 
and cottage industries. Deopite the present high cost of bio-gas plants, the 
dissemination of this technology has been encouraged with subsidy due to its 
potential earnings and p~sitive contribution to the environment. The policy 
also recognizes the need for the resource inventory of solar energy and wind 
power and the exploitation of these resources are also considered on an 
experimental basis. 

Energy targets stipulated in the Seventh Plan are ambitious (Table 4.4). 
Nevertheless a rapid development of energy resources is an essential 
pre-requisite for expanding manufacturing production in Nepal. 

h.3 Financial resources 

Almost 58 per cent of industrial credit was provided by coanercial banks 
in July 1985 (Table 4.5). Nepal Industrial Development Corporation (NIDC) 
accounted for around 34 per cent of industrial loans sanctioned in 1985. 
During the Seventh Plan perio<! (1985-1990) a target is set to distribute 
additional net loan of NRs 2,560 million to the industrial sector, including 
cottage and small-scale industries, through com.ercial banks and financial 
institutions. Of this NRs 370 million will be distributed by Nepal Industrial 
Development Corporation (NIDC). 

Investment policy of Nepa!. Industrial Development Corporation will be 
amended to make following arrangements: 

(1) to arrange for co-financing by adopting the second mortgage system; 

(2) to meet only 20 pe~ cent of the cost (by the entrepreneur) while 
applying for financial assistance; 

(3) to make the operating capital available as needed; 
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Table 4.4: Some major physical targets of Sixth (1980-1985) and 
Seventh Plan (1985-1990) 

A. Power 
Medium hydro (kW) 
Small hydro (kW) 
Diesel (kW) 

Total (kW) 

Transmission lines (bl) 

B. Afforestation and conservation 
Afforestation (ha) 

Conservation/Improvements (ha} 

C. Improved stoves (nos) 

D. Riogas plants (nos) 

E. Improved water mill (nos) 

F. Cross-flow turbine (nos) 

Target 

124,100 
5,823 

15,000 

144,923 

1,324 

42,872 

82,189 

15,000 

Sixth Plan 
Achievement 

74,100 
2,821 

10,674 

87,595 
(60.41) 

238 
(18.01) 

37,000 
(86.31) 

12,000 
(80.0%) 

Seventh Plan 
target 

103,100 
3,529 

106,629 

1,339 

175,000 

160,000 

4,000 

640 

320 

Source: K.N. Rana, "Energy Syndrome vs. Energy Policy", Nepal Industrial 
Digest, Vol.12, 1985/86, p.71. 

(4) to promote priority industries by the corporation itself or in 
participation with private sectors; 

(5) to invest in the shares of those industries in which the 
entrepreneur cannot invest initial capital; 

(6) to provide necessary guarantee for the purchase of machinery by the 
industry on instalment basis; 

(7) to initiate project management service; and 

(8) to invest on the construction companies also on the basis of 
feasibility study. 
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Table 4.5: Institutional credit for industries, 1985-1990 
(NRs million) 

Seventh Plan 
Mid-July Loan dis- Loan Net dis-

Institutions 1985 bursement collection bursement 

1. Cottage and small 
scale industry 276.1 1155.1 495.8 659.3 

(a) Com11ercial banks 216.8 952.6 414.8 537.8 
(b) Agricultural 

Development Bank 59.3 202.5 81.0 121.5 

2. Other industries 1121.8 1902.0 

(a) Colmlercial banks 586.2 1395.5 
(b) Nepal Industrial 

Development 
C • a/ orporat1on- 476.8 700.0 331.5 368.5 

(c) Agricultural 
Development Bank 58.8 230.0 92.0 138.0 

Total industrial loans 1397.9 2561. 3 

Source: National Planning Conaision. 

!1 Including share investment. 

Mid-J•.ily 
1990 

935.4 

754.6 

180.8 

3023.8 

1981. 7 

845.3 

196.8 

3959.2 

Table 4.6 reports the distribution of industrial loans among industries. 
The share of manufacturing in industrial loans increased from 47.4 per cent in 
1978 to 81.3 per cent in 1985. The year 1986 is marked by a marginal decline 
in the share of manufacturing in industrial loans. Food industries (mostly 
rice mills) experienced a sharp and steady fall in their share of industrial 
loan from 34 per cent in 1973 to 11.6 per cent in 1986. In striking contrast 
textiles increased its share of industrial loans from l per cent to 26.5 per 
cent during 1978-1986, with more than 278 per cent increase recorded in 1986. 

4.4 The role of technical co-operation in industrial development 

External assistance is an important contributor to the development of 
Nepalese industry. Capital assistance, both in grants and loans, amounted on 
average to $185 million annually over the last five years. Technical 
assistance amounted to about $72 million in 1984. The major bilateral aid 
donors are Australia, Canada, the People's Republic of China, the Federal 
Republic of Germany, India, Japan, Kuwait, Saudi Arabia, Switzerland, the 
United Kingdom and the United States of America. The principal multilateral 
sources include the World Bank, the Asian Development Bank (ADB), the European 
Colll'llUllity (EC), the International Fund for Agricultural Development (IFAD) and 
the Organization of Petroleum Exporting Countries (OPEC) Fund, as well as a 
number of UN organizations. In addition, some 40 other donors provide 
assistance. Technical auiatance by the UN system was valued at $28 million 
in 1984; the agricultural sector is the main recipient of such technical 
H & ia tance. 



Table o\.6: Di•t[ibut!gn gf Bl~ '21DI ~x tD!I gf iD!IYltEX1 l!Z!-l!lt 
(percentage) 

Type of industry 1978 1979 1980 1981 1982 1983 198" 1985 1986 

Hotels and touri811l 52.6 63.6 "7. 1 5.\.1 53.9 51.8 50.9 16.5 23.0 
Transportation - - 2.2 - 0.7 0." - - -
Power - o.2AI 0.8 0.2 0.2 0.3 0.6 2.2 0.4~/ 
Manufacturing o\7 ·" 36.2 o\5.1 o\2.2 38.8 37.6 38.0 81.3 76.6 
C91l9nt 2.9 .\,OS/ ". 0 - ... 1.7 1.9 8.8 ". 7 
Food~/ 3.\ .o 18.1 33.5 28.1 27.6 20.8 21.0 11.2 11.6 

of which sugar - - 1.5 1.4 1.5 2.0 1.8 
Beverages and cold 

drinks - - o.4 1.6 2.8 8.0 8.0 U.6 0.2 
Textiles (including 

~6.5f/ jute) 1.0~/ 6 .5!ll 3.6 3.8 3.8 3.~ 3.1 7 .o 
saw mUling and 

wood products 0.5 0.7 o.4 0.4 0." 0.3 0.2 0." 1. 7 
Printing and 

publishing 0.1 0.1 o.4 0.5 0.6 o." 0.5 13.0 8.4 VI 
00 

Ch911\icals 2.6&1 5.o&' 1.4 4.8 0.5 o. 7 0.8 11.2 10.3 I 
Stone products 

(clay, brick) 5.6 o.4 0.8 2.4 2.4 2.2 2.1 ". 6 3.8 
Light machinery - - 0.6 0.6 o. 7 0.3 o.4 2.5 1. 7 
Ice making and 

cold storage - o.s . . . . . . . .. ... . .. 1.9 0.1 
Miscellaneous o. 7 0.9 4.2 3.5 6.4 9.9 10.1 6.1 7.6 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Loan distribution 
total (Blls million) U.7 21.5 21.5 45.8 30.8 53.4 "1." 80.0 117.0 

Sources: Ministry of Finance and Bepal Industrial Developll\9nt Corporation. 

~I Including cables. 
~I Including cables and dry cell battery. 
£_/ Includt.ng rods. 
~I Mostly rice mills. 
!/ Including woollens. 
f../ Including leather, shoes. 
g/ Including n .. !nthol ginger oil. 
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An assessment of technical co-operation activities up to 1985 shoved that 
progr.-es had contributed to progress in forestry. labour-intensive public 
worts and cottage industries. The linkages of such projects vith broader 
development objectives. however. were unsatisfactory. The fourth (1986-1990) 
UNDP country progr...e seeks to illprove this through a co-ordinated strategy 
at the central• sectoral• regional and local level. The progr...e focusses 
on: strengthening the development of adainistrative capacities. manpower 
planning and b~ resources development; labour-intensive development of 
productive infrastructure through local participation; c~ity forestry and 
soil and water conservation; local-level human. financial and natural 
resources development and mobilization; and the stimulation of domestic and 
foreign private investment in productive endeavours. 

In manufacturing. the emphasis vill be on developing the capabilities of 
public and private institutions responsible for small-scale industries 
development. particularly in rural areas; upgrading the quality of industrial 
products; providing industrial support and information services; illproving 
credit facilities and incentives; and to promote illport substitution and 
export opportunities. In support of these and other development activities. 
particularly in the bills. the programmes provide for the consolidatbn of 
past investments in transport and c~ications. vith the ai• of integrating 
isotated regions through the further development of the rail and road networks 
and the extension of air transport operations. 

A list of UNIDO technical co-operation projects is presented in Annex F. 
The major recently completed or presently operational projects of UNIDO aim at 
the strengthening of the domestic production capacity for pharmaceuticals and 
iron and steel. Support is also given to the Nepal Bureau of Standards. in 
order to improve the quality of industrial products through standardization. 
quality control and certification. 

The role of technical co-operation in industrial development is to be 
stretched over the entire spectrum of support deemed essential for fostering 
the process of indu:otrialization. 

(i) Institutional support. The emphasis the government has placed on 
privatization requires significant institutional initiatives. It 
is clear that there are very fev foreign or domestic private 
entrepreneurs willing to simply take over existing public sector 
enterprises. The privatization initiatives need not be stalled. 
however. if new institutional mechanis• for linking public and 
private management structures are developed. There is a particular 
need for the State to play a more active role in the development of 
technological collaboration arrangements linking foreign and public 
sector enterprises. There is also a need to examine more closely 
the exper .ience of other Asian countries in increasing the public 
sectors capacity to utilize foreig~ assistance (this is currently 
low in Nepal) to distribute credit and technical assistance to 
private enterprises and ensure enterprise compliance with 
government regulations. 

(ii) Industrial policy formulation. It is clear that at least in the 
medium-run efficient import substitution could constitute the core 
of Nepal's industrialization strategy. This req~ires the 
development of a coherent and flexible policy package embracing 
investment, empluyment, trade and credit allocation issues aiming 
at sharpening the competitive edge of locally produced products. 
Such a package must be capable of providing correct investment and 
pricing signals to private manufacturing enterprise. Its 
formulation and operation requires significant upgrading in the 
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existing -nagerial and adainistrative quality of the -jor 
decision -ting bodies. It also requires the rapid development of. 
a statistical systea capable of monitoring the changes that are 
taking place. detecting non-compliance with government directives 
and identifying crucial bottlenecks. lbe existing industrial 
statistical systea needs considerable elaboration. extension and 
strengthening. lbe ilrovision of .. ltilateral technical assistance 
for this purpose .. , be given high priority. 

(iii) Still upgrading. lbe diffusion of product specific technological 
know-how and general engineering stills is also required. Equally 
urgent is the need to provide management and accountancy training. 
lbe improvement of -rteting stills and the creation of 
infrastr\l\:tural lints between scattered population centres is a 
precondition for the promotion of s-11-scale and cottage 
industries. 

(iv) The development of the cottage and s-ll industry (CSI) sector 
requires diffusion of technological tnov-hov ... rteting facilities. 
iaproved access to credit and to transportation netvorlts. 
Technical assistance can play a useful role if it facilitates the 
development of an ancillarization f ramevort and enhance 
subcontracting lints between CSI and .. jor 11a11ufacturing firas. 
India provides rich experience in this respect and multilateral 
technical co-operation can allow Nepal to draw fruitfully upon this 
experience. 

(v) lbe cottage and small industry sector has in recent years become an 
i•portant source for generating foreign exchange earnings. Nepal 
needs to rapidly increase its exports including those to 
neighbouring countries. Progress within SAARC has been slow 
however. ?be poorer South Asian States - Nepal• Bhutan• Bangladesh 
and the Maldives - have suffered because of this limited advance. 
Efforts could be speeded up to facilitate the expansion of SAARC to 
cover industrial issues. The sharpening of the competitive edge of 
the i.3port-substituting indus~ries should be accompanied by an 
ext:ort drive also to overseas •rltets focusing on product areas. 
such as carpets and certain high value added light manufacturing 
items. that have already made a proiaising beginning. Furthermore. 
particular attention may be given to the promotion of industrial 
activities supporting the development of the major foreign exchange 
earner. touris•. Multilateral assistance can also provide a basis 
for enhancing industrial investment and trade co-operation between 
Nepal and India on the one hand and Nepal and People's Republic of 
China on the other. 

(vi) It is widely recognized that the most important constraint on the 
industrial development of Nepal is the weak transport system and 
the underutilization of the country's hydroelectricity resources. 
The development of the industrial infrastructure should be a 
primary aim of multilateral assistance. Moreover. it is 
appropriate that in industrial assistance packages to Nepal more 
emphasis be laid on progr..-e aid rather than on project specific 
assistance. This will enable the country to address the problem of 
infrastructural development more effectively. 

Nepal's development efforts are strongly supported by the international 
connunity. A substantial increase in aid co11111itments to Nepal in recent years 
lends credence to a strong measure of donor's confidenr.e bestowed on the 
development efforts pursued in Nepal. 
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Table A-1: SUllllllrf of budgetary income and expenditure 
1985/861 1986/87 and 1987/88 

s~ 

Total expenditure 
Regular 
Development 

Sources of financing revenue 
Existing sources 
Tax proposals 

Foreign aid (grants) 
Bilateral 
Multilateral 

(NRs thousands) 

1985/86---" 

9179:71105 
3.584.009 
6,213,096 

1,1721879 
1,034,439 

138,440 

Surplus (+) deficit (-) other sources -3 1 979,704 

Foreigp aid (loan) 
Bilateral 
Multilateral 

Internal loan 
From banking sector 
From non-banking sector 

Source: Ministry of Finance. 

!I Actual. 
~I Revised estimate. 
£/ Estimate. 

21 501 1103 
498.920 

2.002,183 

1,403.400 
903,400 
500,000 

1986/87.!!." 

1118121661 
4.133.669 
7.558.992 

518151000 

114891150 
1.272.491 

216.659 

-4.5681511 

218471051 
298.372 

2.551.679 

117211460 
1.281.460 

440,000 

1987/88.§." 

1511811140 
4.961.727 

10.226.013 

713551750 
6.851.406 

504.500 

214921240 
2.061.406 

430,834 

-5.339,750 

411091750 
432.500 

3.677.250 

112301000 
800,000 
430.000 



Table A-2: Gro11 doB11tic prodµct bx 1ector of origin. 1974/75-1914/15 
(BRI million at current price) 

Sector 1974/75 1975/76 1976/77 1977/78 1978/79 1979/80 ~980/11 1911/12 i912/83l/ 1913/Ul/ 1984/85~/ 

Agriculture, fi1herles & 
f ore1try 11,435 11,495 10,389 11,616 13,565 13,520 15,510 17 '715 19,082 22,087 23,988 

Kining & quarrying 22 23 26 25 34 42 58 66 15 96 104 

llanuf acturing 664 690 736 794 848 936 1,049 1,243 1,460 1,650 1,792 
- lloclern 440 459 499 531 559 618 712 851 l,<'21 1,154 1,25J 
- Cottage 224 231 237 263 289 318 337 392 439 496 539 

Electricity, gas & water 34 38 39 u 48 60 67 82 127 140 152 

Con1tnactlon 583 718 1,020 1,338 1,559 1,570 1,974 2,342 2,377 2,502 2,717 

Trade, re1taurant1 & hotel• 540 603 636 707 724 889 953 1,068 1,199 1,355 1,472 
- Trade 786 832 950 1,069 1,208 1,312 
- ae1taurant1 & hotel• 103 121 118 130 147 160 

Tran1port, com1Unication1 & 
1torage 690 805 852 1,093 1,248 1,541 1,889 1,992 2,129 2,306 2,505 

Financial & real e1tate 1,095 1,171 1,412 1,534 1,613 1,833 2,077 2,366 2,594 2,832 3,076 

CCH111Unity & 1ocial 1ervice1 873 1,046 1,145 1,277 1,340 1,495 l,889 2 ,167 2,591 2,101 3,042 
- Public 648 811 884 989 1,090 1,211 1,574 1,747 2,116 2,287 2,484 
- Extra territorial 25 31 35 39 42 46 
- Private 1ervice1 255 235 261 299 250 259 384 381 436 472 512 
- CDP at factor co1t 15,936 16,589 16 ,255 18,426 20, 779 21,886 25,466 29,037 31,646 35,769 38,848 
- GDP at .. rket price 16 ,571 17 ,394 17 ,280 19,732 22,215 23,351 27,307 30,988 33' 763 33,761 41,738 

Source: Central Bureau of Stati1tic1. 

•' aevi1ed e1tiaate. 
)!/ Provisional e1timate. 

0\ 
I.A.I 



of principal indu•trial pro4µct1, Table A·-3: rrocSuctt.07~ 175 _ 1986187 

Industrial f lEI~ Dini 1!12D~b, 
product Unit 1974175 1975176 1976177 1977178 1978179 1979180 1980/8) 1981182 1912183 1913114 1914115 1985/16 1915/16 1916/87A-

Jute goods M. Ton 12265 15994 16803 16347 15!20 14777 16264 15502 19619 21323 20026 16319 11775 132U 
Sugar M. Ton 11926 10632 16351 26502 27200 14158 12020 20764 22357 17496 11039 15190 13Uo\ 230.\0 
Cigarettes In Lakh 

Sticks 30013 24468 17737 16337 20686 1U2o\ 18113 283"5 32090 37"07 42520 "7410 31906 39855 
llatcbes Th. GroH U9 679 658 617 724 699 626 760 151 1121 1239 11U 121 194 
Liquor~ Th. Litre 224 580 533 687 455 698 781 477 33.\ 351 1057 1264 IU 916 
Soap M. Ton 891 970 1855 1317 1121 l'l7" 2631 3050 5100 5594 7676 9112 6531 5711 
Shoes Pairs 700.U 59079 54855 59031 55779 70299 818o\5 6U50 llUI 72697 13000 112000 71000 91000 
Leather Th. Pieces 623 665 1096 1256 1320 1857 1802 1637 2100 2770 22"7 2001 1U5 1151 
Agricultural-
tools it. Ton 300 92 287 313 179 207 16 153 361 o\11 3o\O 391 271 2o\6 

Tea M. Ton 25o\ 36 .. 395 413 326 387 535 625 7U 127 919 1052 73o\ 76 7 
Stainless 
steel utensils •· Ton 15f 175 157 173 29o\ 760 470 o\68 374 09 510 425 326 212 

Bricks & tiles Th. Pieces 25575 33069 23737 20546 12403 33791 25642 20814 30619 29760 25254 21451 17300 2o\400 
Beer Th. Litre 688 816 630 788 1181 1310 U59 1276 1992 31:5 2271 3016 1915 2100 
Cotton textiles Th ... trH o\200 4211 5225 3889 2429 3489 5317 6162 7966 10240 10533 14111 10173 11990 
C~t •·Ton 26933 26933 42694 38080 21019 29163 32326 30371 36959 39225 31479 9600 57157 12232" 
Biscuits •· Ton 601 60 723 1197 2037 1912 1675 2267 2279 3631 039 4691 3476 3112 
PlJWOOd Th. Sq. ft. 607 607 1720 1835 1809 3051 Ua\9 4U7 3167 a\116 2627 2031 1216 1612 
SJnth. textiles Th ... tres 1128 \128 1128 1717 1775 2190 2329 2677 3023 3591 3300 U24 36U 1093 

~: Oepart .. nt of Industries and Hepal aastra Bank. 

~I Preliainary. 
)l/ Excluding country liquor. 

0\ 
.t:" 

I 
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Table A-4: Gross profits earned by public enterprises by sector, 
1976/77-1983/84 (selected years) 

(NRs million) 

Sector Gross profits 

1976/77 1977/78 1978/79 1980/81 1982/83 1983/81. 

Manufacturing 37 28 17 19 3 23.0 

Public utilities 20 36 42 23 87 173.0 

Trade -2 -18 -3 -264 -134 -130.0 

Social services -1 -1 1 3 1 1.0 

Total 
(non-financial) 54 45 57 -219 043 67.0 

Financial 28 23 23 63 82 89.0 

Total (all sectors) 82 68 80 -156 39 156.0 

Source: Ministry of Finance, Economic Survey 1984/85, 1985/86; Ministry of 
Finance, Performance Review of Public Enterprises in Nepal: Progress 
Report and Target Description of Government Corporation, 
1974/75-1986/87. 

Note: Data for 1979/80 and 1981/82 are n?t available. 



Sector 

llanuf acturing 

Public utilities 

Trade 

Social services 

Total (non-financial) 

Financial 

Total (all sectors) 

Table A-5: Capital emploxed in public enterpri••• bx 1ector, 
1976177-1985/86 
(ft• million) 

·I 
Capital •mD~O!I~ 

1976177 1977178 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 

"19 397 545 584 636 ... 679 684 

699 820 807 826 998 ... 1694 1545 

99 114 15 15 -310 ... -354 -276 

18 19 65 73 76 ... 81 83 

1235 1350 1432 1498 1400 ... 2100 2036 

958 1140 1387 1569 1927 ... 2853 3409 

2193 2490 2819 3067 3327 ... 4953 5445 

Sources: Ministry of Finance, Bc0"2JBiC Survey, (1984/85; 1985/86). 

1984/85 1985/86•1 

759 804 

958 3957 

576 477 

83 86 

2376 5324 

1454 2020 

3830 7344 

Ministry of Finance, Perfonnance leview of Public lnt•EPri111 in M1pal; Pro1r111 Btport tnd target 
Description of Government Corporation, 1984/85-1986/87. 

~I Bstilaate. 

O'\ 
O'\ 



~able A-6: Humber of new licen••• i••ued and new indu•trie• regi1tered. 1974/75-1986/87 

Number of indu•trie• El&i•tered 

tlulaber of licenses is•ued Public limited f£t.vate 11.mit!d Total number 
Fiscal Partner- Proprie- of indu•tri•• 
year T;>tal Small Medium Large Total Small Medium Large Total Small ltedium Large •hip tor•hip reghtered 

.. 914/l!I 88 75 8 5 3 - - 3 99 92 3 • 22 89 213 
1975116 \24 107 9 8 6 - l 5 87 76 8 3 "7 218 3S8 
1976117 132 116 13 3 5 - 2 3 108 92 13 3 71 816 1000 
1917178 142 122 11 3 • 2 - 2 117 109 7 1 65 Ul 827 0\ ...., 
1978119 48 37 9 2 2 - l 1 109 97 10 2 63 •20 SU 
1979180 32 28 3 1 2 - 1 l 63 57 5 1 ., 302 us 
1980/81 38 28 5 5 2 - - 2 99 82 7 10 68 "67 636 
i.981/82 93 63 22 8 6 - - 6 156 12• 30 2 73 SU 799 
1982183 139 108 17 l• 5 - - 5 119 127 •2 10 7• 628 886 
1983/84 125 92 26 1 8 l 1 6 1•2 92 52 8 0 "18 617 
1984185 287 2"7 23 17 8 2 l 5 229 133 82 u 106 •09 752 
1985i86 2ZS U9 30 16 9 - - 9 27• 219 33 22 56 01 780 
1985186~1 182 U.t 26 12 9 - - 9 206 109 78 19 so 38" U9 
198611:'.~./ 181 148 20 13 10 l - 9 257 193 3S 29 61 •06 73• 

--
~: Depart .. nt of I~du•try. 

~I First nine lW>nt~s. 



Table A-7: Humber of regi•tered cottage and •mall-•cale indu•trie•. 1974/75-1986/87 

lluaber of induat~ie• regi•tered Fixed capital inve1tment <HR• million> 

Year Private firm Private Ltd. Partner•hip Total Private firm Private Ltd. Partner•bip Total 

-
1974175 16 54 70 - 4.2 5.4 9.6 
1975176 321 19 66 406 30.9 7.4 3.8 42.l 
1976177 330 21 68 419 31.4 5.8 4.2 U.4 

I 1177/78 367 40 54 461 32.0 4.1 10.4 46.5 
°' 1978179 318 30 118 466 33.8 7.9 7 .4 49.l o:> 

1979/8(\ 338 25 38 401 55.6 7.7 5.3 68.6 I 

1980/81 307 20 35 362 44.6 7.2 6.0 57.8 
1981/82 364 3S 81 480 62.5 20.0 31.3 113.8 
1982/83 1169 82 310 1561 167 .4 49.1 132.4 348.9 
1983/8.\ 1U5 46 164 1355 172.6 27.l 55.9 255.6 
1984/85 788 49 275 1112 210.9 140.5 18.1 369.5 
1985/86 683 32 195 910 290.0 42.3 168.0 500.3 
1985/86•' 547 26 lU 717 268.0 47.0 152.0 46 7. 0 
1986187•' 102.\ 46 1198 2268 447 .o 37.0 686.0 1170.0 

Source: Department of Cottage Industry. 

•" First nine l\Onths. 
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Exports to India 512.5 

Tiaber 283.2 
llice (husked) llS. 7 
Maize II.A. 
aistat"d and 

linseeds 29.4 
Herbs 2.2 
GMe 52.0 
Dt'ied ginger 29.0 
llav jute ... 
Jute cuttings ... 
Jute goods ... 

Hessl.an (-) 
Sacking (-) 

TWine (-) 

~: llepal llastra 8ank. 

!,I Fi~st nine 910nths. 

Table A-8: Exports of l'IUlJor colm\oditiH to India. 1974/75-1986/87 
(HRs million) 

1975176 1976177 1977178 1978179 1979180 1980181 1981/82 1982183 1983/84 

668.l 548.3 258.2 273.5 ll!..7 ill.& 440.3 llL.! 500.2 

54.l 103.l 146.7 176.7 136.l 226.2 87.2 28.8 7.9 
495.4 343.0 46.5 13.3 2.9 117.6 136.5 11.3 75.7 

- 1.4 4.7 4.9 2.7 24.5 26. l 0.3 0,4 

40.3 31.l 4.5 - - - - - 75.5 
2.8 6.3 6.5 5.2 13.5 16 .5 6.4 5.9 8.0 

60.5 35.8 33.2 46.0 21.2 5.\.0 26.2 36.8 4'5.8 
15.0 27.3 16.l 14.2 8.6 10.8 15.3 19.3 37.l . .. . . . . .. 2.1 12.9 "' .. .\3 • 85.5 36.5 . .. . .. . .. 3.2 7.5 17. 7 18.2 5.2 1.2 . .. . .. . .. 8.2 8.3 10.3 81.0 170.7 212.l 
(-) (-) (-) (6 .2) (6 .5) (3.6) (27.1) (79.1) (91. 7) 
(-) (-) (-) (l.0) (0.3) (5.9) ("9.8) (88.0) (89.9) 
(-) (-) (-) (1.0) (1.5) (0.8) (4.1) (12.6) (30.5) 

1984/85 1985/86 1985/86 1986/87 

ill..:.! ilL! llL.9 llL1 

25.7 
250.0 93.2 53.5 13.3 
10.9 

25.6 58.1 54.6 36.6 I 
27 ,9 16.6 13.5 5.8 °' 39,.\ 47 .o 32.5 23.8 "' 38.7 30.3 25.0 22.• 
.\3.9 2.3 2.2 3.3 

260.0 167 .4 137.6 123.8 
(117.l) (78.2) (111.2) US .o) 
(85.6) (57.9) (52.2) (33.7) 
(57.3) (Jl.8) (24'.2) (22.l) 
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Pulp of fibrefl 
Other paper 
Raw sugar 
Refined sugar 
Cotton woven 

fabric 

Table A-9: Import dependence in maqufacturing product area, 1981-1983 

Iaort• aa Der cent oif a1>1>arent conaumDtion 

21!. - 10\ 71!. - 99!. 10_0!. 

Vegetable oil• Footwear 
Cement 

Cotton yarn 
Hew• print 
Other printing paper 
Xraf t paper 
Methanol 
Glycerine 
Sutphuric acid 
Titanium oxide 
Cauatic aoda 
Soda ash 
DyHtuffll 
Hitrogeneoua fertilizer• 
Phoaphatic fertillzert 
Potassic fertilizer• 
InsecticidH 
Rubber 
llon-celluloaic atapte 
Regenerated cetluloae 
Gasoline 
•.erosene 
Distillate fuel oil• 
Retidual fuel oil• 
L~bricating oilt 
Pig iron 
Iron 

Angles, 1hape1 •nd 
1ection1 

Plates (large and 
medium) 

ShHtl 
Tinplate 
'lailway track 

mate1rial 
Plan wire 
Tubet, welded and 

reamlHt 
Copper 
r.opper bar• 
Copper platH 
Aluminium bar• 
Aluminium plate1 
Lead refined 
Zinc 
Zinc platH 
Tin 

Source: UllIDO Data baae. 

.....:i 
0 
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Table A-10: The structure of protection :n Nepal, l981/g2 
(Rs million) 

Industry A." 

Animal feeds 
Bakery products 
Biri malting 
Bricks and tiles 
Cigarettes 
Cement/cement products 
Carpets and rugs 
Caps 
Destilleries 
Drugs and medicines 
Fruit canning/soft drinks 
Footwear and tanning 
Furniture, wooden 
Furniture, steel 
Ice and ice cream 
Jute proce~sing 
Jewellery and curios 
Knitting mills 
Watches 
Metallic vessels 
Grain and oil products 
Paper manufacture 
Printing 
Plastic/rubber products 
Polethine pipes 
Repairing works 
Sugar refining 
Saw mil~ing 
Soap 
Tt:a processing 
Yarn lextiles 
Iron products 
Milk and milk products 

Nominal 
Value added tariff 

74.4 3 
15.8 26 

260.8 15 
54.9 4 

222.0 221 
8.8 11 

72.0 40 
1.1 0 
9.4 200 
4.0 0 

15.4 30 
51.0 13 
91.8 52 
6.0 55 
0.4 4 

73.4 2 
0.4 50 

16.3 45 
12.1 21 
18.6 13 

843.0 0 
1.6 7 

34. 7 0 
4.4 40 

39.6 30 
2.9 0 

85.8 11 
60.1 13 
14 .2 33 
1.2 25 

48.5 136 
20.9 10 
16.4 5 

Nominal 
protection 
rate (1) 

3 
10 
10 
17 
30 

3 
0 
0 

10 
0 

41 
38 
96 
92 

4 
-2 

1 
10 
27 
32 
0 

22 
13 
82 
69 
0 

20 
7 

50 
10 

206 
25 
20 

Effective 
protection 
rate (1) 

il 
48 

7 
32 
67 
11 
0 
0 

57 
0 

117 
187 

10,989 
NVA 

33 
-4 

0 
54 
61 

174 
0 

129 
33 

NVA 
NVA 

0 
NVA 

45 
4,633 

NVA 
NVA 
533 
257 

Source: Asian Development Ba~k, ~ational Industrial Sector Study, Nepal, 
Gene~al Report, Manila, 1985, p.79. 

Note: NVA - negative value added. 

!I Industries as defined in the Census of Manufacturing Industries, 1981-82. 
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Table A-11: Domestic resource costs in Nepal, 1981/82. 

Industry DRC 

Bakery products 
Bid is 
Bricks and tiles 
Cigarettes 
Cement 
Carpets and rugs 
Distilleries 
Fruit canning/soft drinks 
Footwear and tanning 
Wooden furniture 
Jute processing 
Matches 
Metallic vessels 
Paper 
Saw milling 
Soap 
Iron products 

0.56 
0.95 
1.03 
1.44 
1.35 
0.72. 
2..50 
4.16 
2..18 

2.1. 2.0 
0.98 
1.61 

18.50 
4.43 
0.16 

2.0.00 
17.18 

Source: Asian Development Bank, National IndustLial Sector Study, Nepal, 
General Report, Manila, 1985, p.89. 



Table A-12: Number of establishments and 
1 

No. of estaolishments 
Area 

1964/65 1972/73 1976/77 

Nepal l,260 2,434 3,528 

East. Dev. Region 278 507 745 

Machi zone 59 121 210 

--Pachthar - - -
Ill am - 2 3 

Jhapa 59 119 207 

Koshi zone 120 207 263 

Morang 83 124 154 

Sunsari 37 80 86 

·-Ohankuta - 3 4 

Terhathum - - 2 

Bhojpur - - 17 

~garmatha zone 99 179 272 

----SolukhuW>u - 5 4 

Okhaldhunga - - 3 

Ktc.t.ang - - -
Udayapur - 4 I 12 

districts, zones and develo 
selec·:..ed years 

'000) 

No. of persona en9a9ed 

1981/82 1964/65 1972/73 1976/77 

4,903 18,701 47 ,638 50,120 

977 8,543 15,538 15,561 

247 710 3,641 S,819 

l - - -
8 - - 487 

238 710 3,641 5,332 

407 7,013 9,846 6,685 

232 6,686 8,923 5,684 

-149 327 910 753 

9 - 13 78 

7 - - -
10 - - 170 

323 820 2,051 3,057 

8 - 264 215 

4 - - 69 

l - - -
9 - 13 35 

-

ions, 

1981/82 

81,050 

27,631 

7,153 

-
344 

6,809 

15,ss: 

12,511 

2,ft47 

- 59 

70 

65 

4,926 

330 

47 

-
30 

~ 
VJ 

I 



Table A-12 (contir.ued} 

No. of eatabliahaenta 
Area 

1964/65 1972/73 1976/77 1981/82 

--Saptari 65 94 124 142 

Sir aha 34 76 129 159 

Cen. Dev. Region 693 1,319 1,787 2,495 

.Janakpur Zone 194 341 476 629 

------Dhanusa 89 --ur- 160 213 

Mahottari 54 115 137 184 

Sarlahi 51 96 165 194 

Sindhuli - 4 7 28 

--·- -Ralnechhap - - - 8 
' 

Dol'lkh• - 7 7 2 

-8a4P'&ti Zone 290 495 708 928 

- -Sindhupdchovk - 10 18 1 

-itavre-palanchovk - 41 50 7l 

Lalitpur 62 95 141 148 

Bhaktapur 32 39 99 129 

Kathaandu 196 307 368 521 

--Nuwakot - 3 32 48 

Dhading - - - 10 

Naraya.-.~ zone ?.09 483 603 938 

-

No. of persona en9a9ed 

1964/65 1972/73 1976/77 

622 976 1,674 

198 798 1,064 

7,972 24,871 22,134 

1,748 11, 209 5,292 

1,046 1,973 2,693 

208 8,531 1,327 

494 591 1,095 

- 19 35 

- - -
- 95 142 

3,014 6,870 8,605 

- 21 104 

- 169 213 

595 2,039 2,508 

184 226 1,064 

2,245 4,403 4,506 

- 12 210 

- - -
3,210 I 6,792 8,237 

1981/82 

2,010 

2,509 

38,686 

4,559 

1,854 

1,064 

1,431 

es 

125 

-
16,998 

-
481 

3,476 

2,257 

10,582 

152 

50 

17,129 

~ 
I:" 

I 



Table A-12 (continued} 

No. of eatabliahmenta 
Area 

1964/65 1972/73 1976/77 1981/82 

Makwanpur 7 34 48 '7 

Rautah.st 37 108 100 --in-
Bara 60 89 117 172 

- -Parsa 85 153 198 266 

Chitwan 20 99 140 247 

West. Dev. ~g. 195 382 665 --'97-4-

Ga.ndaki zone - 86 158 305 

-----Gorkha - - - 15 

Lalljunq - - - 21 

-Tanahu - 21 25 43 

-Syangja - 5 11 43 

Ka ski - 60 122 181 

Manang - - - 2 

Dhawalagiri zone - - 27 43 

Nyagdi - - - 7 

Parbat - - 15 24 

Bag lung - - 12 12 

Lwlbini zone 195 296 480 626 

Gulai - 3 - ~0---

No. of peraona en9•9•d 

1964/65 1972/73 1976/77 

67 697 796 

178 387 327 

516 1,534 1,302 

2,263 3,518 4,696 

186 656 1,116 

1,282 4,682 7,864 

- 841 2,230 

- - -
- - -
- 148 333 

- 16 29 

- 677 ---r;iii"" 

- - -
- - 147 

- - -
- - 83 

- - 64 

1,282 3,841 5,487 

- 17 -

1981/82 

2,824 

2,549 

2,682 

5,925 

3,149 

8,238 

2,565 

256 

157 

508 

179 

1,465 

-
200 

51 

87 

62 

5,473 

437 

..., 
VI 



Table A-12 (continued) 

No. of eatabliahlnenta 
Area 

1964/65 1972/73 1976/77 

--Pal pa - 19 36 

Nawalparasi 29 52 77 

-Rupandehi 76 135 241 

bpilvastu 90 87 126 

Arghakhanchi - - -
Mi-We.Dev. Reg. 52 142 180 

Rapti Zone - 46 60 

Rolpa - - 3 

Pyuthan - - -
Salyan - - -
Dang Deokhuri - 46 57 

iile'ri Zone - 52 96 120 

Banke 41 68 70 

Bardiy• 11 28 36 

SUrkhet - - 14 

Fa.we .De·: .Reg. 42 84 151 

Seti zone 32 56 91 

Doti - - 6 

bilali 32 56 85 

No. of peraone engaged 

19el/82 1964/65 1972/73 1976/77 

34 - 116 437 

173 164 206 596 

227 604 2, 123 . 2,863 

131 514 1,379 1,591 

21 - - -
265 613 1,897 3,186 

79 - 176 403 

--5 - - 39 

-3 - - -
--4 - - -

67 - 176 364 

186 613 1,721 2,783 

119 525 1,411 1,381 

48 ea 310 260 

19 - - 1,142 

192 291 650 1,375 

116 206 391 653 

- - - 77 

116 206 391 576 

1981/82 

489 

1, 358 

1,962 

1,155 

72 

3,659 

904 

15 

35 

ie 

836 
• 

2,755 

2,103 

528 

124 

2,836 

1,772 

-
1, 772 

-i 

°' 



Table A-12 {continued) 

No. of eatabliahm•nta No. of person• en9a9ed 
Area 

M:°thakali Zone 

1964/65 ,. 1972/7311976/77--1-1981/8211964/6511972/73 11976/77 -119&1/82 

lo " 2e 60 76 es 259 122 , 1,064 

kanc-hanpu!' 10 28 37 66 --er-1--2"59 309 995 

Oadeldhura 3 7 

Dare-hula - I - I - 1- 22 I 7 I - I - I 413 I 62 

Baitadi l 

Source: Central Bm-eau ot Statistics, Ceneua ot manutacturiy eetabliahmente, 1964/65, 1972/73, 19T6/7T, 
1981/82. 

_, _, 



Table A-13: Geographical distribution of industrial inputs and value added, 1964/65-1981/82 (selected years) 
(value N.Rs 'OOO) 

I Gross input I Value added 
Area I 

I 1964/65 I 1912173 I 191&171 I 1981/82 I 1964/65 I 1912113 I 1916111 I 1981/82 
I I 

Nepal I 411,602 I 1,451,205 I 3,398,793 I 4,736,877 I 89,644 I 311,794 I 531,16~ I 2,361,292 
I I 

East. Dev. Reg. I 221,141 I 520,606 I 1,225,065 I 1,354,121 I 24,846 I 88,452 I 142,490 I 616,645 
I I 

Mechi Zone I 10,612 I 101,091 I 116,476 I 489,708 I 3,111 I 20,922 I 43,249 I 226,197 
I 

P1chthu I -
I 

11 la• I - - I 1,554 I 863 I - I - I 312 I 3,142 
_I 

Jha.pa I 70,612 101,091 I 184,922 I 488,845 I 3,111 I 20,922 I 42,937 I 223,055 
I 

Kosh1 Zone I 12~.339 326,606 I 657,614 I 643,121 I 19,520 I 21,106 I 34,034 I 236,845 I 

I I I I I I I ~ co 
Hora.ng I 101,144 2ea,030 I 600,101 I 5s6,46e. I 16,810 I 19,321 I 21,134 I 199,709 I I __ 
Sunsari I 15,195 I 37,533 I ss,928 I eo,921 I 1,650 I 1,258 I 12,534 I 34,253 

I 
Dhank.uta I - I 1,043 I 2s2 I 1,066 I - I 1,121 I 72 I 242 

I 
Terhathu• I - I . I - I 358 - I - I - t 223 

I I I I 1 I. 
Bhojpur I - I - I 121 I 4,908 - I - I 294 ·1 2,418 

- I I I . I I I 
Sagannatha Zone I 2a,190 I 86,9ot I 3$0,975 I 221,286 3,209 I 39,824 I Gs,20; I 153,603 

I I I I I I 
Soluk.hullbu I - I 460 I a11 I 10,901 - I 2s2 I 329 I 5:392 

I I I I I I 
Okhalcihunga I - I - I 101 I 421 - I - I 95 I 186 

I I I I I I 
t<hotang I - I - I - I - - I - I - I 

I I I I I I 

' 



!fl\ble A-13 (continued) 

Area 

Udayapur 

Saptari 

Gross tnput I Value added 

I '-~---------------• · 19'/2/73 I 1916111 I 1981182 I 1964/65 I 1912173 I 1916111 I 1964/65 

20,566 

I I I I I I 1.638 I 4.685 I 793 I - I 311 1.400 

1981/82 

758 
I_ I _I I I I_ __ 

49.853 I 309.191 I 82.1s5 I 2,547 I 31,424 I 46.486 I s2,8'3 
----· . . I I I I I ___ _ 

· · · · · · 1 ,a31 I 16,897 · Siraha 7,624 34,958 I 65,585 127,016 662 94,424 

------· I I ' ' ' I ·---. · · · · 35,579 I 150,494 I 241 ,379 · 142.529 685,516 I 1,522,580 Cen.Dev.Reg. 2,195,345 1,164,480 

------· ' ' I ' I I ·---. · 224.119 I 201,321 I 569,904 I 1,213 I 64,232 I 10,511 I 292,982 Janaltpur Zone 48.917 

-----· . I I I I I 1---~ ...... · · · · 225,199 I 4,585 I 55,450 I 36,593 · 29,483 119,586 I 109,252 Dhanusa 109,812 

------· I ' ' I I _I ·---. · 42,104 I 29,910 I 246,638 I 913 I 3,t58 I 10,425 I 133,254 Moha.ttl!'1 9,927 

Sarlahi 9,507 61,927 6C,110 91,242 1,715 4,556 21,955 46,372 

Sindhuli 369 1,567 3,497 24 918 1,904 

Rainechha.p 3,32.9 1,640 

Oolakha 133 428 244 680 

Ba9111ti Zone 27,821 188,201 405,563 814,661 13,404 63,562 73,551 

Si ndhupa lchok 26,519 1,913 5,111 528 

Kevre palenchok 10,093 14,949 38,676 1,287 4,677 17,387 

lalitpur 4,972 1- 43,417 I 39,784 · I 88,807 I 5,1so I 5,083 I 13,704 I 53,232 

------· I I I ' ' ' ·----. 5,014 I 12,950 I 26,883 I 198,745 I 832 I 1,145 I 8,791 I 83,052 Bhaktapur 

----· I I I f I ·--
. 17,775 I 94,188 I 313,589 I 466,166 I 1,4221 so,129 J 43,629 I 2s8,116 

----· I I I I I I ___ _ 
Nuwakot I - I 1,014 I e,445 I 4,456 I - I 201 I 2,222 I 2,501 
----i' I I I I I I I __ _ 

Kathllandu 

~ 



Table A-13 (continued) 

T Gross input I Value added 
Area I 

I 1964/65 I 1972/73 I 1976111 I 1981/82 I 1964/65 I 1912113 I 1916111 I 1981/82 

'- I I I 
17 ,811 I I I I- 6,765 Dhading I - I - I - I - - -

I I I I I I I 
Narayani Zone I 65,791 I 213,196 I 915,690 · 1 · 810,190 I 14,962 I 22,100 I lo3',u7 I 450,385 

I I I I 
Maltw.npur I 3,610 I 31,930 I 31,894'1 241,386 I 1,919 I 3,823 I 10.966 I 109,904 

I 
Rlutah1t I 7,755 I 63,978 I 633,831 I 52,686 I 1,831 I 3,428 I 10,452 I 46,558 

I 
Bara I 16,848 I 33,387 I 49,539 I 129,823 I 3,062 I 6,322 I u,111 I 62,714 

I 
Parsa I ~9,288 I 99,1351 151,770 ·1 214,621 r - ,,-691-1~ 3,432: r-42,so6 1 165,140 

I I I 
Ch1twt.n I 8,no I 44,766 I 48,656 I 112,264 I 1,451 I 5,695 I 26,162 I 66,069 

_I I I I 
West. Dev. Reg. I 30,123 I 124,657 I 473,859 I 804,642 I 10,101 I 57,832 I 81,957 I 386,874 CD 

0 

I 
Glndak1 zone I - I 21,539 I 2~3,489 r---------u9,855 I - --r 5,311 I 12,328 I 51,573 

I I I I I 
Gorkh1 I - I - I - I 11,678 I - I - I - I 3,588 

I 
la-.1ung I - I - I - I 38,966 I - I - I - ·1 14,141 .. 

Tanuhu I - I 11,U3 I 5,866 I 
I __ . -13,595 I .. I 1,056 I i,260 I 9,163 
I 

Sy1ngj1 I - I 350 I 1,913 I 4,846 I - I 45 I 485 I 2,657 

- i 
I 

ICHlr.1 I - I 16,066 I 225,710 I 44,no I - 4,216 I 10,583 I 22,024 
I I I 

Manang I - I - I - I - I - I - I 
I_ I I 

Dhawalag1rt Zone I - I - I 2,680 I 10,931 I - I - I 762 I 7 ,779 
I I I 

Myagd1 I - I - I - I 1,061 I - I - I - I 952 
I I I 





Table A-13 (continued) 

r--- ~ Gross 1 nput ~-, Value added 
Arel I I 

I 1••1&s I 1912113 I 1916111 I 1981/82 I 1964/65 I 1912113 I 1916111 I 1981/82 
I I I - .. _.I I I I l_l -

Surkhet I . I - I 30291 5138 - I . I 20801 327 

~ Far.W.st. Dev. Reg.I 3,970 45,301 I 10,404 I 110,048 I 1,608 I 8,691 I 10,399 I 104,174 
.I . 

Set1 Zone I 3,096 I 23,151 I 41,379 I 101,181 I 1,344 I 4,092 I 4,906 I 59,458 
I 

Dot1 I . I - I 1~962 I . I - I - I 193 
I 

Kaila11 I ~.o96 I 23,1s1 I 3~,417 ,. 101,181 I 1,344 I 4,092 I 4,713 I 59,458 
.I 

Ma+hlk111 ~one I 874 22,144 I n,025 I 62,861 I 264 I 4,599 I 5,492 I 44,716 
I _I I I I I 

ICanchHpur I 874 22,144 I 21,640 I 51,012 I 264 I 4,599 I 3,429 I 42,344 
I 1. 

Oicleldhur& I . - I - I 885 I - I - I - I 410 
I I 

Oirchula I - - I 1,3SS I 4',904·1 - I - I 2,063 I 1,962 
I I j-:-, 8&tt&d1 I - - I - I -
I I I I 

Source: Central Bureau or Statistics, Census or manuracturins establishments, 1964/65, 1972/73, 
1976/TT, 1981/82. 

I 

()) 
r\) 
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Annex B. FEASIBLE INDUSTRIAL PROJECT PROPOSALS BY THE FOREIGN 
INVESTMENT PROftOTION DIVISION, 1987 

Project 

Dairy project 

Pharmaceutical 
project 

Laminated jute 
goods 

Project description 

Production of dairy products such as 
milk, butter, cheese and yoghurt with 
a plant capacity of 2,000 litres of 
milk per day. The main market would 
be in Nepal with some export potential 
to neighbouring towns in India. 
Location of the project would be in 
the Terai region where livestock 
farming is widespread in rural 
households. 

Manufacture of 20 million tablets, 
8,000 litres of liquid preparation, 
1 million capsules and 0.1 million 
sachets of powders. The main market 
for these products would be in Nepal. 
At present over NRs 100 million worth 
of pharmaceutical products are 
imported each year. This project 
proposal would serve as an import 
substitution industry. 

Hessian cloth a product of the jute 
industry to be laminated with a low 
density polyethylene to make 
laminated jute bags suitable for a 
wide range of uses, especially for 
wheat flour and rice. 

Packaging industry Productkn of 2.3 ply 248 tonnes 
corrugated box and 40 tonnes of 
duplex board box. A high demand 
exists for packaging material 
in Nepal. Rav materials required 
for this project could be obtained 
locally. 

Capital cost 

Total project cost 
would be approxima
tely NRs 5.2 million 
of which NRs 3.8 
million would be in 
machinery and 
equipment. It is 
envisaged to finance 
project with 40 per 
cent equity capital 
and 60 per cent loan 
capital. 

Total p~oject cost 
is estimated at 
NRs 4.4 million of 
which NRs 1.9 million 
would be in plant and 
machinery. The finan
cing of the project 
would be with 40 per 
cent equity capital 
and 60 per cent loan 
capital. 

Total project cost 
would be 
NRs 9.5 million. 

Total investment in 
project is estimated 
to be aro\Jnd 
NRs 2 million. The 
project would be 
encouraged with a 
higher level of 
investment and 
catering to export 
and domestic markets. 



Annex B (continued) 

Project 

Manufacture of 
treltlting and 
hilting 
equipment 

Manufacture of 
syringes 

Manufacture of 
dyes 

Processing of 
synthetic fabric 

Production of 
sized and dyed 
yarn 

Production of 
surgical cotton 
goods 

- 85 -

Project description 

Production of sleeping bags. heavy 
down jackets. tents. rucltsaclts. 
ponchos and wind gloves. There is a 
growing demand for these products in 
Nepal to serve the needs of tourists. 

Manufacture of 18.000 pcs of non
disposable syringes and 6 aillion 
pcs of disposable syringes. Market 
in Nepal. 

Establishment of dye making plant 
with capacity to produce 40 tonnes 
of disperse dye and 49 tonnes of 
naphthol dye. lbe dyes are used 
mainly in the textile industry. At 
present all the dyes are imported. 

The project envisages the dyeing and 
printing of synthetic fabric. The 
annual production capacity is for 
1.7 aillion aetres dyeing and 
0.5 million metres for printing. The 
entire market would be in Nepal. 

The project envisages the production 
of 186 tonnes of sized yarn. 214 
tom.es of pirned yarn and 30 tonnes 
of dyed yarn and finished y~rn per 
annum. The entire market for the 
products would be in Nepal. 

Production of absorbent s1rgical 
cotton to meet the demand in hospital 
polyclinics and pharmacies._rhe plant 
capacity woul~ be 156 tonnes of sur
gical cotton per a~num on single 
ahift 8 hour working day. All sur
gical cotton required by Nepal is 
curr~ntly imported. The project will 
th~r.efore be an import substitution 
industry. 

Capital cost 

The total investment 
in the project is 
estimated at 
NRs 2 million. The 
project could be 
fi113.nced on a 30:70 
equity/loan basis. 

NRs 2.9 •illion. 

Total investment in 
the project is 
NRs 12.3 •illion of 
which HRs 3.9 million 
will be in plant and 

- machinery. The capital 
is to be raised on 
40:60 equity/debt 
ration. 

The total investment 
in the project is 
NRs 15.2 million. 

The total investment 
in the project is 
NRs 8.8 million. 

The total investment 
in the project is 
estimated at 
NRs 4.1 millicn. 



Annex B (continued) 

Project 

Production of 
paint. varnishes 

Manufacture of 
brushes 

Manufacture of 
nuts. bolts and 
wood screws 

Production of 
sport goods 

Production of 
starch and 
glucose 

- 86 -

Project ~?scription 

The project envisages the production 
of 150 tonnes of paints and varnishes 
per annua to .eet the demands of 
the construction sector in Nepal. 

The project envisages the production 
of brushes for various uses including 
painting. shaving. use in toilets. 
shoe brushes. etc. The capacity would 
be to produce 500.000 pieces per 
annua. The market for the brushes 
would be in Nepal. 

The project envisages the production 
of 900 tonnes of nuts and bolts and 
125 tonnes of wood screws per annum. 
The entire market for the products 
would be in Nepal. 

Production of sport goods such as 
footballs. volleyballs. badminton 
rackets, table tennis rackets, rings. 
carrom boards, etc. The main market 
for the products is in Nepal. 

Capital cost 

The total investment 
in the project is 
estimated at 
NTs 4.3 aillion. 

Total investment in 
the project is 
NRs 3.2 aillion. 

The total investment 
in the project is 
NRs 8.8 million. 

Approximately 
NRs 2 million. The 
project would be 
encouraged with 
higher level of 
investment and 
catering to both 
domestic and foreign 
markets. 

The proposal envisages the production The total investment 
of starch and glucose utilizing maize in the project is 
which is available in abundance in estimated at 
the country. The plant capacity of one NRs 8.3 million 
unit would produce 3,300 tonnes of of which 
starch and 1,480 tonnes or glucose. NRs 5.5 million 
The main markets for starch would be would be for 
in the paper and textile industries machinery and 
whilst glucose would be an input to equipment. 
the biscuit, confectionery and 
pharmaceutical industries. By prod~cts 
of the plant such as glnten. maize 
oil, and steep liquor would also have 
a market in NeFal. 
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Annex B (continued) 

Project Project description 

Production of malt The project plans to establish a 
plant with a capacity to produce 
4,000 tonnes of m.lt per annua. 

Textile industry 

The dOllestic market would take up 
25 per cent of production for the 
beer, biscuit and baby food 
industries. The balance 75 per cent 
would have to be esported to Asian 
countries • The m.in raw li18terial 
for the production of m.lt, barley, 
would be available within Nepal. 

The Lextile industry has been 
identifiedas a basic needs industry 
and high priority is attached to 
investments in this subsector. The 
The de-.nd for cotton textiles is 
estimated to increase from 
224.7 million metres in 1985/86 to 
269.2 million by the year 2000. The 
present production capacity of cotton 
textiles is only 53,800 metres. Much 
of the existing demand is met by 
imports. It is envisaged that during 
the period 1989/90 to 1994/95 7 
textile units should be established, 
of which 4 are integrated textile 
mills and 3 small units. The 4 
integrated teY.tile mills would 
have capacity to produce 60 million 
metres and 3,200 mt. of cotton yarn 
each whilst of the 3 units, 2 would 
produce 10 million metres each whilst 
the third would produce 2.25 million 
metres. 

Capital cost 

The total investment 
in the project 
is estimated to be 
NRs 35 million, 
of which 
NRs 21.5 million 
would be for 
machinery and 
equipment. 

Source: Ministry of Industry, Foreign Investment Promotion Division, Nepal, 
Foreign Investment Opportunities, October 1987. 
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INDUSTRIAL PROJECTS SUITABLE FOR FOREIGN INVESTMENT 

AS IDENTIFIED BY THE FOREIGN INVESTMENT PROMOTION DIVISION, 1987 
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Annex C. INDUSTRIAL PROJECTS SUITABLE FOR FOREIGN INVES'l'MENT AS IDENTIFIED 
BY THE FOREIGN INVES'l'MENT PROMOTION DIVISION, 1987 

Serial 
nUllber Manufacturing industry 

1. 
2. 

3. 
4. 

5. 
6. 
7. 
8. 

9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 

25. 
26. 
27. 
28. 
29. 
30. 
31. 

32. 
33. 
34. 
35. 
36. 
37. 
38. 
39. 

40. 

Integrated textile mill 
Textile processing - dyeing and 

finishing 
Woollen manufacture - blankets 
~nufacture of acrylic and 

polyester 
- Knitwear, jersey 
Fabric, blankets, band knitting 

yarn 
Manufacture of dhoti and saree 
Terry towels 
Bed linen 
Readymade gar111ents 

Spinning mill 
Grey cloth 
Industrial gloves and aprons 
Leather shoes 
Canvas shoes 
Sericulture and silk production 
Laminated jute goods 
Light engineering industries 
Electric arc furnace 
Leather products 
Pharmaceutical products 
Ceramics 
Paper industry 
Organic fertilizer 
Saline and dextrose 
Surgical cotton and bandaging 

industry 
Chemical fertilizers 
Pesticides, insecticides 
Industrial chemicals 
Glass bottles, containers 
Domestic electrical appliances 
Electric meters 
Electric power capacitors and 

condensers 
Irrigation pumps 
Manufacture of bycicles 
Bleaching powder 
Agricultural lime 
Manufacture of chalk 
Manufacture of yeast 
Production of malt 
Assembly of electronic 

components 
Manufacture of dry cell battery 

Type of market potential 

Domestic market 

Domestic market 
Domestic market 

Domestic market 

Domestic market 
Export and domestic markets 
Export market 
Export market - EEC, Nordic, 

Middle East 
Domestic market 
Export a11; domestic markets 
Export market 
Export and domestic markets 
Export and domestic markets 
Export market 
Export market 
Domestic market 
Domestic markP.t 
Domestic market 
Domestic market 
Domestic market 
Domestic market 
Domestic market 
Domestic market 

Domestic market 
Domestic market 
Domestic market 
Domestic market 
Domestic market 
Domestic market 
Domestic market 

Domestic market 

Domstic market 
Do.stic market 
Domestic market 
Domestic market 
Domestic market 
Domestic and export markets 

Export market 
Domestic market 
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Serial 
number Manufacturl.'.lg industry 

41. 
42. 
43. 
44. 

45. 
46. 
47. 
48. 
49. 
50. 
51. 
52. 
53. 
54. 

55. 
56. 

57. 

58. 
59. 

Planuf acture of starch and glucose 
cane furniture industry 
Builders hardware 
Stone industry - cutting and 

polishing 
Stone - aggregates 
Bricks (dry press) 
Plywood 
Cement - large plants 
Cement - aini plants 
Wall tiles 
Band tools 
Parquet flooring 
Rousing and apartment buildings 
Varnishes, paints and allied 

products 
PVC pipes and allied products 
Jewellery manufacture with 

precious and semi-precious 
stones 

Exploration and processing of 
quartz 

Processing mica 
Magnesite brick 

Type of market pot~ntfal 

Dollestic -rket 
Export market 
Domestic .. rtet 

Export and doaestic markets 
Export and doaestic markets 
Domestic -rltet 
Dollestic -rket 
Domestic -rket 
Dollestic -rtet 
Domestic and export mark~ts 
Domestic -rtet 
Export and doaestic markets 
Domestic market 

Domestic market 
Domestic market 

Export market 

Export market 
Export and domestic markets 
Export and domestic markets 

Source: Ministry of Industry, Foreign Investment Pro1110tion Division, Nepal, 
Foreign Investment Opportunities, October 19·7. 
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LISTED IN THE NEV INDUSTRIAL POLICY, 1987 
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Annex D. BASIC NEEDS AND NATIONAL PRIORITY INDUSTRIES LISTED 
IN THE NEW INDUSTRIAL POLICY. 1987 

(a) Foodgrains 

(1) Modern sugar mill 
(2) Integrated oilseed processing industry (including oilseed 

< ultivation) 
(3) Integrated tea processing industry (including tea cultivation) 
(4) Integrated dairy industry (including livestock farming) 
(5) Fruit processing industry 
(6) Baby f<'Od and nutritious foods 

(b) Clothing 

(1) Yarn industry: pu .; cottcn or cotton. synthetic :rarn and mixed 
yarn (at least 40 per cent cotton yarn must be produced or mixed) 

(2) Textiles (including weaving and processing), pure cotton. or 
cotton. synthetic yarn or mixed textiles (at least 40 per ,cent 
cotton or cotton mixed textiles must be produced) 

(3) Integrated textile industry (at least 40 per cent cotton textieles 
must be produced 

(4) Pure woollen or woollen synthetic yarn and mixed yam (at least 
40 per cent woollen yarn must be produced or mixed) 

(5) Pure woollen or woollen. synthetic yarn and mixed blankets (at 
least 40 per cent woollen or wool mixed blankets must be produced) 

(6) Sarees (cotton or cotton and synthetic yarn mixed) industry 
(7) Uniforms for the army and the police (hosiery ~nd ready-made 

garments) 
(8) Leather, cloth, or canvas shoes 
(9) Ginning and baling 

(c) Housing 

(1) Tile industry, (2) modern bricks industry, (3) occupational tools 
industry, (4) construction materials made of iron, steel, aluminiua, 
copper and brass, (5) slate, stone blocks, and (6) cement block industry. 

(d) Education 

(1) Educational materials 
(2) Off set pre~• 
(3) Printing, writing and duplicating ink 
(4) Paper and stationery 
(5) Lead pencils 

(e) Health 

(1) Pharmaceuticals industry 
(2) Medicinal herb• proceasing industry 
(3) Saline, dextroae water industry 
(4) Surgical cotton and bandage industry 
(5) Medical instrument• and tools 
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(f) Security 

(1) Industries producing goods require for security in accordance vitb 
lists prepared bJ the army 

(g) 
(1) Engineering industry 
(2) Industrial cbellicals 
(3) Fertili£er 
(4) Pestir.ides 
(5) Sbee(• and goat farming 
(6) Agric.il.tural tools 
( 7) Seed 1•rocess ing 
(8) Starch and glucose 
(9) Improved stoves 
(10) Briquettes 

Source: Government of Nepal, Industrial Policy of Bis Kajesty•s Govenment of 
Nepal, January 1988. 



--- >~---·>· ~ ~ - -~--- --------------

- 97 -

ARNEX E 

LEGAL FRAMEWORK GOVER.,ING PROTECTION, INCENTIVES AND FACILITIES, 1987 
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Annex E. LEGAL nAIBIOH GOVEIUIING PROTECTION. DICEMTIVES AND FACILITIES. 
1987 

Protection 

For the purpose of making uaifon the unequal level of protection being 
received by industries at the .,..t. the protection level will be fixed 
ordinari\y at 30 per cent of the addition ia value -de by illport substitution 
and export pra.>tion industries within the De][t five ,ears in a gradual 
.....er. llore protection -Y • however. be granted to those industries which 
have been given priority by the government. 

(a) Protection rill be granted to industries pr~ily through the 
••Ii- of illport duties. For this purpose illport duties will be 
imposed on the basis of a li.llited classificaticn: as far as possible. 
keeping ia view the standard and type of processing of goods to be 
illported into Nepal. 

(b) The prescribed level of protection given to any industry will be 
-iataiaed while illposiag excise duties. sales tax. and other taxes. 

(c) Ia the case of goods which -y be brought into Nepal for the purpose 
of dUllpiag frOll any other country. or which -y be illported at 
cheaper prices owing to subsidy. illport duties will be illposed so as 
to ensure that the level of protection granted to local industries 
is .. intained. 

(d) The 880UDts of preaiwa. customs duty, excise duty, and sales tax on 
production .. terials which have already been paid by any industry or 
exporter will be refuoded in proportion to the volume of goods 
exported. Procedural arrangeeents in this regard shall be 
streaalined. 

(e) Industries which produce intermediate goods to be used in exportable 
industrial goods wil 1 receive refund of the amounts of preiniwa. 
custOllS duty. and sales tax charged on production materials, as well 
as excise duty, sales tax, etc., charged on production. in 
proportion to the volUllle of exports. 

(f) Provisions will be made requiring the payment of a minimum import 
duty on production materials. In this process, industries 
established in export promotion areas will not be required to pay 
duties on production materials brought into the area, and production 
materials will be supplied free of duties by operating bonded 
warehouses under the supervision of customs officials. 

(g) Ordinarily, customs duty will not be charged at more than one per 
cent on goods to be exported from Nepal. 

(h) The export of industrial products will be fully exempted from sales 
tax and excise duty. 
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Incentives and facilities 

The following facilities will be provided to industries in the form of 
additional iacenthes: 

Inca11e tax facilities 

(a) Income tax will be redtted to the extent of 100 per cent in the 
case of wanufacturing cottage industries for a period of five years 
f raa the date of ca.mencement of production. But no such inca11e tax 
remission will be granted to notified industries. The Federation of 
Nepalese Challbers of ca-erce and Industries will be consulted while 
preparing such notification. 

(b) S-11-scale manufacturing industries requiring comrertible foreign 
exchange of not •re tban 10 per cent of the Talue of raw -terials 
will be granted i~ tax remission to the exhllt of 100 per cent 
for a period of five years f rOll the date of cci m ! •cement of 
production. But that no such income .tax remission will be granted 
to notified industries. The Federation of Mepalese Cltallbers of 
~rce and Industries will be coa,sulted while notifying such 
industries. 

(c) Income tu: will be reaitted to the extent of 100 per cent in the 
case of industries prescribed by the government as those receiving 
national priority, energy-based industries, and aineral-based 
industries, which have been certified by the governaent after 
undertaking exploration operations and which also undertake 
extraction operations, for a period of five years froa the date of 
c~<"eaent of production. Income tax will be remitted to the 
extent of Uf) per cent for a period of eight years in the case of 
lliineral industries which also undertake extraction operations after 
undertaking exploration operations theaselves. 

(d) Not aore than S per cent of the gross income which is spent for 
advertisements for the purpose of increasing the distribution of 
products or proaoting services, for hospitality, and for other 
contingency expenses for which receipts need not be subaitted, -y 
be deducted while assessing the net income. 

(e) While deducting depreciation of fixed assets, industries shall te 
allowed to add 25 per cent to the rate of depreciation prescribed in 
the current income tax rules. While deducting depreciation of fixed 
assets, industries •Y follow the equal instalment systea or the 
systea of aaxillUID rate permissible. Provided that once a particular 
system is followed, it will not be replaced by another. 

(f) In case an industrial enterprise is established as a public limited 
company, a corporate income tax will be imposed in such a way that 
the rate is five per cent less than the corporate income tax payable 
according to current law. In the case of other industries, income 
tax shall be i11posed in such a way that the rate is five per cent 
leH than the rate of income tax prescribed in each slab. But the 
concerned COtlpanies must submit statement.. of their income and 
expenditure in order to enjoy such concessions. 
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(g) In the case of a public li•ited C<NlpallY which bas sold t~ the public 
at least 15 per cent of its shares by listint tbea at the stock 
exchange. the rate of income tax payable shall be further lowered by 
five per cent. 

(h) Industries established in semi-developed areas and undeveloped areas 
will be granted an inc09e tax rebate amounting to 15 per cent and 
30 per cent respectively. 

(i) In case any operating industry diversifies itself through 
reinvest.ent. or expands its installed capacity by ~ per cent or 
more. it -Y deduct 15 per cent of the new additional fixed assets 
from the income tax payable by it. ~uch remission -y be deducted 
in a lump sum or in instalments within a period of three years. 

(j) The amount spent by any industry for manpower training before the 
commencement of its production will be allowed to be capitalized. A 
specified percentage of the gross income mtlY be deducted f rem the 
net income for amounts spent for the development of technology and 
products. as well as for productivity improvement. 

(It) Industries providing employment to disabled persons -y list as 
additional expenses in the net income up to 15 per cent of the 
amount paid by thea to such persons as salaries or wages. 

(l) No ince>11e tax will be illposed on dividends received from invest.ents 
-de in any industry operated as public limited CCJllP88Y· 

(•) II! case prescribed industries export more than 15 per cent of their 
total annual production. incOlle tax payable by thell during that year 
will be remitted to the extent of 15 per cent; it will be reaitted 
to the extent of 15 per cent if more than 50 per cent of the 
production is exported. 

Excise and sales tax facilities 

(a) No excise or sales tax will be i.llposed on the products of cottage 
industries. 

(b) Industrial units which produce goods tbat bad never been produced in 
Nepal before will be fully e:xe11pted from excise duty f~r a period of 
three years from the date of c~cement of production. 

(c) Industries using local raw .. terials subject to excise duty or sales 
tax or both will be exempted from excise duty or sales tax or both 
in proportion to the volUM of their production. Procedural 
arranae11ents in this regard will be strengbtened. 

Convertible foreign exchange facility 

(a) Convertible foreign excha.1 .. e will be provided as deeMd neceHary to 
import .. cbinery, spare parts, tools, instrU11eDts and other capital 
aoods to be directly used in industries, buses, •inibuses, and 110tor 
cars required by indwstries related to the touris• industry, and 
capital aoods required by hotels of specified standards. 
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(b) Convertible foreign exchange will be -de available to import raw 
•terl .. Ls and auxiliary rav •terials on the basis of the approved 
capacity of an industry. The Pass loot system currently used for 
this purpose shall be reviewed f!ver1 six months. 

(c) Convertible foreign exchange up to the percentage prescribed by the 
government will be .. de available to export industries out of their 
export earnings for the purpose of iJlporting raw -terials required 
for their production. the government will -ke available raw 
•terials and a .. ilia1:.1 raw -terials in kind through an approved 
body to cottage industries. 

(d) Convertible foreign excb.alll&e vill be -de available as deemed 
appropriate for payment of such service charges as technical 
consultation dMlrges, tecboical assistance fees, services charges, 
management fees, patent fees, and industrial prom»tion, .. rket 
studies, and sales ptOllOtion service charges. 

Other incentives and facilities 

(a) Electricity charges 

(l) Industries will be given priority in the supply of power. In 
addition, special electricity charges shall be fixed in respect 
to energy-intensive industries which are illportant fr°" the 
national viewpoint. 

(2) In case any industry generates electricity for its ovn use, no 
royalty will be charged. In case the el~~tricity so generated 
is supplied to the public, royalty will be charged only on the 
basis of the actual units supplied. 

(b) Facilities equivalent to exports 

(1) In case any industry sells its products or services by 
competing in international tenders, it will be provided with 
facilities due to the exports of export-oriented industries in 
proportion to the volume of such sale. 

(2) In case any indwstry sells its products inaide the country 
against payments in convertible foreign exchange, the 8110unt of 
excise duty paid on the vol~ of products sold against payment 
in foreign currency• and the premi•. customs duty• excise 
duty, and sales tax collected on the raw •terials used for 
such products, will be refunded. 

(c) law •terials 

Provisions will be .. de to allow traders to illport raw .. terials on 
the condition that these are sold to industries alone, and not to 
subject to double taxation in consideration thereof. 

(d) Machinery 

Industrial •chinery and other capital Sood• will be divided into 
the f ollowins catesoriet, and custom duty shall be cbarsed at the 
•inillUll rate on the import of Sood• belonsins to the second catesor1: 
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(1) Industrial -chinery and other capital goods which have been 
produced or which can be produced ln the near future inside the 
country. 

(2) Industrial -chinery and other capital goods which cannot be 
produced inside the nation in the near future. 

(e) ~ial facilities 

Industries which utilize modern technology and produce high quality 
goods which can render contribution to exports -y be granted 
special protection, facilities, and concessions. 

(f) Industries not to be nationalized 

In case any industry is nationalized in the light of national 
interests or security, compensation will be paid within a period of 
six months on the basis of an equitable ewaluation. In case an 
industry. in which foreign investllent bas been -de is dissolved or 
nationalized, the concerned foreign investor -y repatriat bis 
proportiQlll&te share in convertible foceign exchange according to the 
Nepal Collpany Act and such amount will not be subjected to any tax. 

(gj National recognition and awards 

(1) One industrial unit in each group of industrial products vill 
be granted a national award every year for having exported the 
largest quantity. 

{2) Rational awards will be granted every year to the industrial 
unit which stands first in term of productivity in the group 
of prescribed industries. 

(h) Availability of facilities 

The Govenment of Nepal vill explicitly mention in the license or 
registration certificate the facilities to which the concerned 
industry is entitled, and •lte such facilities available 
accordingly. For the purpose of resolving the grievances of any 
industrialist who bas not received facilities which have been 
specifically mentioned in the license or the registration 
certificate, the Industrial PrOtlOtion Board shall fora a 
sub-committee consisting of the concerned applicant and 
representative of the Federation of Nepalese Chalbers of ~rce 
and Industries. 

(i) ProvisiOGS regarding industries previously established 

(l) Industries which have been established under the 
policy will be aut011atically registered according 
classification llllde under this policy. 

previous 
to the 

(2) In the case of industries which have already received or are 
receivin1 facilities for a prescribed period accordin1 to the 
previous policy, facilities will be provided accordin1ly, and 
facilities for which no specific ti .. -li•it has been prescribed 
shall be provided accordin1 to this policy. 
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Source; 

(3) In case industries which vere registered under the previous 
provisions but which did not cn...ence production vithir. the 
prescribed ti.me-liait. if any. and within a period of three 
years from the date of commencement of this policy if no 
ti.me-liait bad been prescribed; they rill be provided with 
facilities for which a ti11e-liait bas been prescribed according 
to previous provisions. as well as the facilities for which no 
time-li•it bas been prescribed according to this policy. 

Government of Nepal. Industrial Policy and Act of the G()vernment of 
Nepal, January 1988, pp. 17-25. 
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Annex F. THE COPIPLETED PROJECTS 

Backstopping Spec.Act.Code/ 

Kin&doa of REPAL 
(1) 

since 1972 

Responsibility All.Ace.Code Proiect lluaber Proiect Title 

10/IIS/DFR 00.0 

10/IIS/ID'lt oo.o 

10/IIS/ID'lt 31.3.04 

10/IIS/ID'lt 32.3.02 

10/IIS/IBFR 31.3.A 

10/IIS/ID'lt 31.3.C 

IO/IIS/IBFR .112102 

10/IIS/IIU'R .112101 

10/IIS/IBFR .112101 

10/IIS/IMR 31.3.01 

10/SD/TDG 31.5.A 

10/SD/TDG 31.5.B 

10/SD/TDG 31.5.B 

IO/SD/TDG 31.5.B 

IO/SD/TDG 31.5.B 

10/SD/Tllf(; 31.5.B 

IO/SD/TDG 31.5.B 

IP/REP/72/003 

IP/REP/72/005 

TS/REP/75/001 

IP/1'EP/73/004 

Sll/IEP/76/001 

SH/BEP/75/038 

DP/REP/77/001 

DP/REP/80/026 

SM/REP/79/023 

IP/BP/73/001 

SI/BP/81/801 

DP/BP/75/007 

IP/BP/77/003 

IP/BP/77/004 

IP/BP/78/001 

IP/BP/78/002 

VC/BP/73/040 

Industrial legislation 

Industrial export prOllOtion 

Exploratory aiaaion on industrial 
adainistration 

Free port and free zonea organization 

Institute of Standardization 

Operational strengthening of 
Department of Industry 

Assistance to the Repal Insti~ute 
of Standards (phase II) 

Strengthening the industrial sta
tistics and information unit of the 
Department of Industry 

Strengthening industrial information 
and documentation system of the 
Industrial Services Centre (ISC) 

Industrial management techniques 

Preparatory phase programne on 
industrial manpower development 

Pharmaceutical training 

Fourth general courae on development 
banking 

Metrology and legal metrology 
(weight and meaaurea) 

Study tour on the indu1trial 
development policy planning and 
implementation 

Training of four lepale1e expert• in 
improvement of rice milling 
operation• in Thailand 

A1ai1tance to Birganj agricultural 
tooll factory 
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Cncdoll of llPAL 
(2) 

Bacbtopplng Spec.Act.Code/ 
lespqnsib!lity All.Ace.Code Proiect llnaber Proiect Title 

IO/IISIPLAll 31.2.A RP/BIP/80/001 Review of the sixth five-year 
develo(lllellt plan, :lnduatry sector 

IO/SD/FIAS oo.o RP/BIP/72/004 Project preparation and evaluation 

IO/SD/FIAS 32.1.02 Sll/DP/73/002 Elaboration of a tecbnical project 
for the establialment of a llOdem 
vegetable oil ghee factory 

IO/SD/FIAS 32.1.02 RP/DP/73/002 Project preparation and evaluation 

IO/SD/FIAS 31.6.A DP/DP/72/007 Industrial Services Centre 

IO/SD/HAS 31.6.A SI/DP/82/801 Assistance to the Ministry of 
C01merce and Industry in the 
prOllOtion of industrial investments 
and exports 

IO/SD/FEAS Jl2516 SI/DP/86/862 Revitalization of the Betauda 
Leather Industries (BLI) 

IO/T/AGRO 00.0 IS/DP/71/801 Analysis of the existing technical 
and economic situation in the 
vegetable oil and feed stuff 
industry resulting in specific 
project proposals 

10/T/AGRO 00.0 TS/DP/72/001 Alcohol distillery expert 

IO/T/AGRO 30.6.01 DP/DP/70/006 Industrial advisory mission 

10/T/AGRO 30.6.02 RP/DP/74/002 Food processing 

10/T/AGRO 30.6.02 RP/DP/76/002 Food processing 

10/T/AGRO 31.7.A RP/DP/77/001 Assistance to t1e match industry 

10/T/AGRO 31.7.A SI/DP/79/801 Assistance to the Bhairahawa match 
factory 

IO/T/AGRO 31.7.A TS/REP/76/001 Exploratory mission to advise on 
wood drying and secondary wood 
processing including the possibility 
of establishing a plant for drying 
and preservation 
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Ungdoa of DPAL 
(3) 

lacbtopping Spec.Act.Code/ 
Respouibllin Jl\.Acc.Code Pro1ect lhgber Protect Title 

1on1.a.GRO 31.7.B SI/BP/77/802 Assistance in the developaent of the 
textile industry 

1on1Na.O 31.7.C DP/BP/74/007 Assistance to the vegetable oil and 
vegetable ghee industry 

1on1Ma0 31.7.C RP/DP/78/003 Rehabilitation of the cane sugar 
industry 

ion/AGRO 31.7.C SI/BP/77/801 Assistance in the establisbaent of a 
pilot cOllllUllity food processing 
centre 

ion/AGRO 31.7.D SI/BP/78/801 Assistance to the leather :lnduatry 

1cn/AGRO 31.7.D UC/BP/81/036 Preparatory aission: developaent of 
leather and leather products industry 

10/T/AGRO .Jl3103 DG/REP/80/002 Fruit processing in llustang 

10/T/MET oo.o RP/DP/72/002 Ore dressing and beneficiation 

10/T/MET 31.8.D IS/IEP/75/005 DevelolJllent of a foundry industry 

10/T/MET 31.8.D SI/IEP/75/805 Development of a fo1Dldry industry 

10/T/MET Jl3209 SM/IEP/79/001 Bstablishllent of a pilot and 
demonstration foundry (multifund to 
DP/IEP/79/001) 

10/T/DG oo.o TS/llP/71/806 Assistance in production of 
agricultural machinery and implements 

10/T/DG 30.1.05 RP/llP/74/001 Maintenance and repair 

IO/T/llG 31.9.A RP/llP/80/004 Request for engineering services to 
the Industrial Services Centre 

IO/T/llG 31.9.A UC/BP/78/108 Assessment of the present mechanical 
workshop c&pacity 1n Bepal and 
projection to expand this sector 

IO/T/IBG 31.9.B SI/llP/83/801 Strengthening the production 
capacity of the agricultural tools 
factory 

IO/T/llG 31.9.B UC/llP/82/159 Assistance in upgrading of rural 
blacksmithy 
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Jin&doa of DPAL 
(4) 

Backstopping Spec.Act.Code/ 
Responsibility All.Ace.Code Protect ltuaber Proiect Title 

10/T/Clllll 30.5.01 TS/DP/74/001 Assistance in planning fertilizers 
and pesticides 

10/T/CBlll 32.l.A Sl/DP/77/803 Assistance to iaprove and expand the 
Biaal t::ment Plant 

10/T/Clllll 32.1.D Sl/DP/78/802 Economic aapping of spontaneous flora 

10/T/CBlll 32.l.D Sll/BP/75/003 Pharmaceutical adviser 

10/T/CBlll 32.1.D Sll/BP/76/005 Pharmaceutical adviser 

10/T/CBlll 32.1.D TF/DP/82/001 Strengthening the Royal Drugs 
Research Laboratory (multifund to 
DP/NEP/80/003 

10/T/CBlll 32.1.F RP/DP/80/003 Pre-investment study for a 
fertilizer bullt blending bagging 
plant 

10/T/CllEll 32.1.B TS/DP/79/001 Tecbno-econoaic study on the 
establishment of a petrole'Ull refinery 

10/T/CllEM/PB Jl3422 TF/DP/85/001 Aosociate expert 

PPD/SPA/ICDC 30.9.Z RP/DP/81/001 Mission to discuss substantive and 
logistic preparations for the 
solidarity ministerial meeting to be 
organized in co-operation with the 
Royal Government of 1'epal during 
first quarter of 1982 

PPD/SPA/ICDC 30.9.Z RP/NEP/82/002 Mission to discuss the participation 
and contribution of visited 
countries to the 1'epal solidarity 
meeting 

PPD/SPA/ICDC 30.9.Z RP/DP/83/001 Solidarity miniaterial meeting for 
co-operation in induatrial 
development of the Kingdom of 1'epal 

PPD/SPA/ICDC !04100 UC/REP/81/204 Solidarity miniaterial meeting for 
co-operation in the induatrial 
development of the JCinadom of 1'epal 
(followed up by UC/REP/87/039) 

PPD/SPA/ECDC 104100 UD/REP/85/072 TCDC obaervation atudy tour for 
Nepaleae peraonnel to China in the 
field of agricultural machinery and 
tool• (multifund to US/llP/85/072) 
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gingdoa of UPAL 
(5) 

Responsibility All.Ace.Code Protect lfumber Protect Title 

PPD/SPA/BCDC B04100 

IPCT/II 31.1.B 

IPCT/II 31.1.B 

US/UP/85/072 

RP/UP/82/001 

RP/UP/84/001 

TCDC observation study tour for 
Repalese personnel to China in the 
field of agricultural aachinery and 
tools (11Ultifund to UD/UP/85/072) 

Investaent promotion aeeting for 
Repal (continued under RP/UP/84/001) 

Investaent proaotion aeeting for 
Repal 
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THE APPROVED OPERATIONAL PROJECTS 

gtpgdOll of DPAL 

Backstopping 
Responsibility All.Acc.Cocle Pro1ect Jupher Pro1ect Title 

10/IIS/IlllR Jl2102 

10/IIS/PLAll Jl2413 

10/TIMBT Jl3209 

10/T/CBlll/PB Jl3422 

10/T/CBBll/PB Jl3422 

10/T/CJllll/PH Jl3422 

10/SD/FEAS Jl4102 

10/IIP Jl9201 

PPD/SPA/BCDC 104101 

DP/DP/84/031** Assistance to the Bepal Bureau of 
Standards 

DP/DP/86/005* Assistance in industrial planning 
and aonitoring 

DP/DP/79/001** Batablisbllent of a pilot and 
dmonstration foundry (llUl.tifund to 
Sll/llBP/79/001) 

OO/DP/78/009* Prillary health aupport services 
progr-

DP/DP/80/003** Strengthening the ~al Drugs 
Research Laboratory 

DP/DP/80/044* Processing of aecllcinal plants 
cultiYatecl and collected in Bepal 

DP/llEP/86/006* Assistance to the Foreign lnYestaent 
Proaotion DiYision, llinistry of 
Industry 

US/DP/87/052 BnYircmaental illpact and risk 
(hazard) asseasaent guidelines: the 
case of Bepal 

UC/DP/87/039 Follow-up to solidarity ainisterial 
aeeting for co-operation in the 
ln4U8trial development of the 
~ingcloa of Bepal (follow-up to 
UC/JIP/811204) 

* Larae-scale project (• total allotment $150,000 or above) 
** Total allotment $1 million or above 
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Previously issued in the Industrial Develoiment leviev Series: 

Inionesia UllDO/IS.451 1914 

ltnJa UllDO/IS .459 1914 

lrtentina UllDO/IS.450 1914 

Para1aaJ Ul!DO/IS.4'1 1914 

UntllJ UllDO/IS.4'2 1914 

IJnglaiesb UllDO/IS. 510 1915 

Swaziland UllDO/IS.515 1915 

Zauia UllDO/IS.520 1915 

The Philippines UIIDO/IS.527 1915 

Pakistan UllDO/IS. 53 5 1915 

The Saiaa Ul IDO/IS. 541 1915 

lalaysia UllDO/IS.545 1915 

India UllDO/IS.547 1915 

Thai land UIIDO/IS.541 1915 

Peru UIIDO/IS.552 1915 

ligeria UIIDO/IS.557 1915 

Ioli via UllDO/IS. 5'4 1915 

Chile UllDO/IS.579 1915 

The People's Republic of China UllDO/IS. 512 1915 

lahraiD UllDO/IS. 592 1915 

Sri Luka UIIDO/IS.113 uu 
Caba OIIDO/IS .115 uu 
Tauaala UIIDO/IS.UI uu 

ltJPt OllDO/IS.137 uu 
Kali• UllDO/IS .140 l9U 

Zain• UIIDO/IS.144 1915 

(Continued) 
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Pacific Isla•• States: 
Papua Nev Guinea, Fiji, 
Solomon Islands, Western 
Samoa, Vanuatu, Tonga 
Kiribati, the Federated States 
of Micronesia and Micro States 

C8te •· hoire• 

Sadi AraUa 

Coago• 

Ceatral Africaa lep1blic• 

Cohuia 

Ckaaa 

Tke lepa•lic of lorea 

Botswana 

Tke Caribbean legion: 
Jamaica, Trinidad and Tobago, 
Guyana, Barbados, The Netherlands 
Antilles, The Bah••s. Belize, 
Ber9Wla, St. Lucia, St. Vincent 6r 
The Grenadines, Grenada, Antigua 
and Barbuda, Dollinica, 
St. Christopher-Revis, Cayman 
Islands, British Virgin 
Islands, Montserrat, Turks and 
Caicos Islands, and Anguilla 

lalavi 

Indonesia: "Cka1gi11 Industrial Priorities" 

Ziababwe 

luraa: 

Jordan: 

"Transition to a1ro-based 

industrial ecoaoay" 

"Stiaalati11 1a1af acturi1g 

t•plofltDt and t1ports" 

VIIDO/IS. HS 

PPD.5 

PPD. 7 

PPD. ll 

PPD.ll 

PPD.U 

PPD.11 

PPD.29 

PPD. 37 

PPD. 51 

PPD. 51 

PPD.U 

PPD.U 

PPD.U 

PPD.n 

l9U 

l9U 

nu 
nu 
nu 
nu 
nu 

1917 

1917 

1917 

1911 

1911 

1917 

1911 

1911 
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Qatar: 

(Continued) 

11• reka•llltatioa· 

·rovar•s i••astrial •i•ersificatio1 

of 11 oil-•asei eco1oay· 

* Also available in French. 

PPD.74 

PPD.15 

1911 

1911 




