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AE FrfE qur fadia STEcd U, R00E AR T JaEiica He
o el Uiawad aR T, Rl Agemae, TRERr aur Sarhafedl HEd T
g ] I AT, SERefRdr 91 Wee WH g Wiahadide! Saaiied a9t
gfarerT BAEINS mlﬁ T INTOSAL ™ ArEw=a Ja¥aTicadts The obligation

of persons or entities, including public Enterprises and Corporations entrusted with
public resources to be answerable for the fiscal, managerial and program
responsibilities that have been conferred of them, and to those that have been

conferred these responsibilities on them ¥+ IO ThT U5+ 99 World Bank

o The obligation of power-holders to account for or take responsibility for their

actions. “Power-holders” refers to those who hold political, financial or other forms
of power and include officials in government, private corporations, international

financial institutions and civil society organizations 9T TR TR ) | a i@ﬂ

Hal Fivel foacfa dReRfdems The clarity, reliability, frequency, timeliness, and
relevance of public fiscal reporting and the openness to the public of the government's

fiscal policy making process. ¥l iR TR |

AEAHE FAEAAAS TAFHTY FAIST qoliiides goagr aiikh T Ufcergar, s
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@ e | R T it A, TEd UE Hee aredE Ud aiE 9E,
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A AFISERA AEAYIH T TAT foi e TR |

SaERE T AvErd

a9 e T gihg d¥ IAREIied geara¥el al FedrareT
T G | Geell T8 W JOErl g1 U | SR AifgEe dddsh S
(Accountability ascends and responsibility descends) I ARG qarae /i
STegg | e oA St Rt gegg | et s with e T 9
g1 (Proactive) B W SRR B! MW ARY ATAX AU B (reactive)
&g | Ty o BT g 9 STREIRIT WS Weheh! HTHAT g | el gae
W UE B ey I A GIars T TAEH G979 g9 I8, | el e T
Gl FHU Aa] T @A qF] g T G-TE T A€ AL qidg g |
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FISCAL TRANSPARENCY PRINCIPLES

Fiscal Reporting: Fiscal reports should provide a comprehensive overview of the
fiscal activities of the public sector and its sub-sectors, according to international
standards. Fiscal reports should be published in a frequent, regular, and timely
manner. Information in fiscal reports should be relevant, internationally
comparable, and internally and historically consistent. Fiscal statistics and financial
statements should be reliable, subject to external scrutiny, and facilitate
accountability.

Fiscal Forecasting and Budgeting: Fiscal forecasts and budgets should provide a
comprehensive overview of fiscal prospects.The powers and responsibilities of the
executive and legislative branches of government in the budget process should be
defined in law, and the budget should be presented, debated, and approved in a
timely manner.Fiscal forecasts and budgets should be presented in a way that
facilitates policy analysis and accountability.Economic and fiscal forecasts and
budgets should be credible.

Fiscal Risk Analysis and Management: Governments should publish regular
summary reports on risks to their fiscal prospects. Specific risks to the public
finances should be regularly monitored, disclosed, and managed. Fiscal relations
and performance across the public sector should be analyzed, disclosed, and
coordinated.

of

forfrr SaRaTfcasT @it RedEr vaw Sarmefedr Yags T it qafd &
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I AT AT YUTRAl TaH ATARE @Igean, of@l qa7 T@rada |,
ol =T TOTer!, T UAH TAIE SAEIRh, SUSRATAReH! Gediar (Legal and

reporting framework, organizational structure, strategy, procedures and actions to
help ensure that public sector organization is responsible for it's action. The principles
and concepts necessary to public sector accountability include transparency, fairness,

integrity, and trust) AATEALIH Tehl g9 |
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HET T T 99 Tar &G qur A 32 wdeveEas ¢ s s dfiics av
Frrer RS T T8 T GWEET AR A SUAET TOHET AR S
fe g g |

TSB! TEAT qAT TAIHIAT ST T T &Tar q&a TABar I THb]
AT T T TR AN g TE A A caeeTT ThE Heea o
IR g1 IRYETHT QIR SqaedUbheec]  oqaediad qUaues Uk Hgcaqul

c o (o}
e lY-lldee] YA dHd Sidqol+d- RIE] UECEN
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IERIRRERIEL AT THET
v v

TYGEAYT TET
v
TTSHATCHE &N AT THTEHIATRT A gRfaaar T ety

A W@ Tade R Il |
AT THEAVATE AISTHT G TETEED] a1 H b &1 a7 Usb Wl &1 TEEeh
Tedised T U ST T Wi | AR, b, o, ST T g
fererer AT T €I A1 GETHT F U BT Birgd TH B AT qLE
i ST T TAEHRET g5 | THIHT T & 9 TSThT TEaT T TAEHIATHT
Qoo T Al SqFedq TLE o |

3. T qOET, See TOET T SOaerde qEy

WY A= T Aecd WUHT Jecliad HeEdls A @i qUaw, Fere qaeT
T SFEIOT GUEATs GETHT TACHE €T MR J&dqd T4 a3 |

IERIDI R AT I SIEEATIT T
BREECARERID] JUAST TS & | Al T GBI SET q8E
feafa T feeruret TqAT AAEEH! FEEHT THEAT qT
eadr T Alreq YAl T, T YAl T, T
&3 - I 39 «  WERR 1A Feia ae,
» T, AT ¥ BT qAqT [UUE AT qAEA®Td i,
AT FREAREE TH, A a1 Heee T
Qrde®d! FcATae BRI ALAHT IAHUAT GISTHT
IO T | U] a7 TqUHT BT GFIETHT TarsiT,
B | fareron, Hedise T wHer
T |

Ald: i TqTH U IRl |
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Y. SHEEAIT TO&UThT TROT IO UBEhar

AT TN FROEG T IAT TG G685 T THAT qFerdl GHRanTd Hee i
T R TEg | M- T Sfedfd FUeees ATINEH! T HA AT AT R
FEIFETIT THAD! &4 FRdR T qaw G aedl s d5 9es] 1es;

() AR 2va A T T ST e aeer S a9 Yo
GPFITRT €T folgeg | a9 SO Aedhleld, WedHhTald T raahreld i,
TET T TNAEE AT ARUET G AT FATe YA W TETHT I T
feramafF e TR Aifd, I2vd T AEIH Famr 1] qeg | fowa R-3
T TEAH! I T I5¥T WIHH! bl FFary qor fafd & weg |
ST T qET W NUET BT A G WHAT FT AT A e

o, o C C o C
qebTdl MaRh&dies SHeN 7] 96y |

(G) ST UFFATHT GHET T B STaedd= O] Sl X0 dAeaid Ues |
TESTHT A, ILLT T ALTh! @ISl MEH G of I9A qdT ALT8T WH
T 97 TRUHT A, W6, FEAireT T WHEdeT JaeiEr T gHeEr qe
TR T RRIRECE

(RT) TEATCHE URRATH! HeAHd T @l IR0 TSR I5¥T T SSACHS
STSEIT S G G2 GO, Arai-Ailed, AT W, Ha= qar =R

SEIEEATIT HEAN G WA B elg 99g; T

(%) =T 9Earet foramr: A =R gEdied PR dieE gede MY ATER
WU TSI [ET T WEd Mg | e uReEe e W&l s w5t
A F FUEE U 8] 1wy |
» AEOAS FIAAT T U9 & qA FAA T 99 FHA G -

TS T,
- WU T T AT AT T A, T
= BT FEIET T AT ST T T TR ATIRAT FU8€ (Parameters ) |

I JOEHT A Jodddd F0T qaT UHATAe () HH T HMHHT &ah!
YRAT, (&) AT T T 96, () dehisbel @ioil 997 g T A, ()
A=A qAT TEwT, T (F) Afiaas ®W 9 o qiehe |
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Y. I GO b T 2

A Joel@ T ATHR TFIRATT BGAT T {6id Q&0 T Ferer Tt §ee
TN SHAEATATHT T TEART THEAT T TG TIPS W Taedma T T o
g9 |

i TAEEHT BT AT §rg (TATTHAT U Al qall AARTHT HEEAR] See
AeH AT JAET AATAA AN THRHT [@AHa Fbeedr HrRd Femadr
FHA FACId BT a0 7T T o0 T FEEEes qed T TW6H]
LT GUATET, AE T GeAih T8 FHeve {7 T ol el wat w5
Mo FH=M IUR R FRETET T 99 SRISUHT |1 J9d RG99

T Gl Bl AMNE UfTeRT I PR G0 U T G A FHA A Far U,
R0YR B THT ©IF AT Jeci@ T SFATAIT THEAHT BT Sqqedl MU F |

forir T Sore 9QEvers Qe SAISHET AdTh @R ST Sgaeda ded
STHT THEAT T a7 TRehl U a1 [HiEd 9 uf= sueaeaay qieu Aeeds
ey (Y% R-3 o el Ui A1 [ T OSed geg), yemEee qo
EEATCHE ARD! ATALIHAH] Tea T, TS THEHR] €GHT T THAATAD
FTH MRIEH! FET T, G Haeda T § quid e Aaedr qudty a1 e
w7 AT UAT A 99T AN SHE Geed qal WS, SEdr T HIE TR
HEHT ST T GUSTHT ATUAEE T RAT-YET, A=l HrATaaeedh! a7l
T gEETAar FEE T, T WEAR! A UF B TRIE BEASHE g@dr ar
Hasrliar (atfeet ForerT WEes! AR ATER MY & gog?) [HiE T o sqaeame
T T 9= |

ST AHEAT AT a7 WHT THEIEEH] GraiaTe (oIuT a1 qare I, e
(%) FETATH THAAT ARG TN B TE(H] @H aT, HEHI [ER "] qdl
YATH! TAX @B Tedl GAUHT Gbd <[GUHI ATEATHT JEAT THTATHT TATI Wio,
(@) glaar a1 aRefH® a9 dae HH U AT B 9 adrEe] SN0 aT HE |
oIS FAEIHT TR FHAS] g a7HaTe qdT Agal AqARAIDH] THEAEE <RaUHT
WWWWWWWWWW,( (3T) STIEITI=TT IT
TS AT oA GFareefl UEIT Ol TS Ui STaedrd= qer 9 e |
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&, SHACIIT JOGUHT BET T HHEE
SAFATAIA TV T TG BHHEEATS (AR ool T4 b

- U T EMEE G W WS AETE, TBR T AT T AT Gl
Il hMHee ddl < 3,

= ol ST qAT Wi WH g &M A1 TISA Wik T WA blead T T

Sclladhcd delsd Hgd Tl%,

s AN YIMEH, @RE-fEeY, AT 99 FAHHEER] HEATIITHT GHET <aT3
T & ETAAs ge s aArsd Wed T,

= FHHA T TANRHH! AqeAld, A=A, Ay a9 IcAeiaad qredr

JHET IT < 3T HEd T,
» Ot T FE IAETHAS WA, BT T HEAHA TARL T TEd T, T

u (‘]‘Ié"ld')l ATARY b dlh | %ci\‘i"ll aAqTr Clu'{icb Ul {38 dAr {j\t{"ll cdd Yy TFf
HEd |

SALEAIT TS oA HTFET TN HTHEE GIHT ACITh AT U
I SHAEATIAATE A TAT AT SIS HEd AT 9re SIEUaT Siid a°r JrereT
FRIIT T G 6, STTEAITHT AT T ATATHIY T&7 el <arsT dgd 6,
o9 CUAEANAAE WHAH  AGAT fgell W b cwaedqmEd Wuim (Right
Management Decision) 9 Wgd Tag, Iod HaCANTAg GeH 0 qar AMfe<
TR GUTATEATS G& T AEd aeg, oo qAedIaclls aoiceh] sqaeda qdr qard
T Gid e T HEd ey, ¥ SAaeIars it qa7 [&emasT Hrhage
e ¥ fovd) 9 "Ed ey |

5, STEEIIT TNEAAS Y sFS(edd T AASHAD TS

SALEAIT AREATD] HA T& WD TUEAT B Acq=q sFaedd T Adsdas® g

Tag | AU, SAAEAT TS [ PUEERR sFeRdd T AdSiad a3

b,

= I HAEE T TEAE A BAEAD] AT EAN g Tag | AATd T
& TIE TUAT AT g 9EE,
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«  TOAUET A, A T WA (SR, 9H T @Y a9l |9ETd) T g U,

s JET Ghdd T, ATEAF HEST qaa(ed T (FEqr Tamaiees qa=me T3,
A T UFFATERT eI TR, FEGET G At U T e A
T AT AREHTHT TIRT W T A5,

= AT qAT TR R (WTTAETAT FHIEET T a1 T 99 qeadh! @rofl, Sl
TE), ¥

= WideET (FHE, [Aded T aHE qHIENH] A GHERE (I T GHERE
W g gy o i T Erer gdeer i feia s geneee @
o g

c. fFeed

AT T @R S59 SqaeIadh il Mo s el RIS ST
T A A g Tag | SHATATA TOHA HIEA s wEhEReEaE a
TS G675 | ARdEE U TS g | a8 Ged MAd qRiEeede
TRISaT GeTel T Tt Ter sARhale TS g sl T G afhene
Tt et gfqea A= ¥ e ga | e, caaer T FE ThEaeE
U T | eI GOE @il 9 g gad gal g9 ey 3ugt
qIiHe | AT TR HHATEEHT B 85+ 977 SqaedusH a1 sqaediH
¥ UF PRRwET e aur A Soe T &9 W T FHA qAT SHeAIR I,
AUGAT, AefieTar T TAETH AT UGG | SHAAOT G H €qq=A Heal qi
HADHT AR ATAR o qFGT; AT THET JRART AEAH FHEAT T
FUGIEE AT qabe] Al BT TGTE AAHT AITF EEALTDT T
I o TEEE,; T ouaedaT qhenel R gidee Sdl Aregiar ¥ desd 11
FEM U g WFGA| S 2, TEACHES TEAT T TEHIIard] T [ J68e
S fdeafiaT, Taar T SEaEarsr FUE B e ar A A s aad 0w
o &1 9 Maesatiar suia e Theo T 9ere aleeET d@e R U fders 9
&g Pt A 33 Tdamer dreRad ©H fqeafiarer gEers e aiegd o
SALEATI T A G5-[08TS §reg [hTeh! cqaedIq TETTel FETT T T
LTS WU | AU, THIHA], TSACHE GHTAET AT TUEAHT el et
T A TEAH T GE-TdeTsd ael g |
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FHIA T g =R weT

&5 Tl YT FAR GEH ¢

IRl

A AGHRB! WA T YaEH, AMhF T A [G68 Ud SAMRE AT
TEFHOT T 9320 FI 3UF Uh HecdWUl IUcisdl WUH] TUhab! TIAT TAIIT
T YAl | ATEqEH T gEHT q=cd, Al T Wb qel Tdl ZRATHT JSArd- A
TEAH! ITT T & HIAATE AT ATRRD! BT JecT@d THH] TIH
forgmg | TEd TEHIT, (oo edr HEHT g u ged W T8 q9EE
UHT RO AMIH SIIHLH THA Socld- T THHI TITHT T THaTS o
ey | Wl ah T q%3Y AT B SATR SIEHER T SR T |
SAIRFT FR God TR Heqd AUHC I FIHeTE ol BaEcl e T9HH]
Tl fergd ey |

T 9920 B TIAHUT SAURET AT A T SRGH! Frgehl TIAT AT HUHT
g =R e AT A9 g AEHT EHEETE Tegres a9 Agers B
IEFIHIT Tk TTH SCH TEwg | SRITER Tel 96€0 TPee Tedd o Huia g
AT Tl HAEAT T FTh GEAHT el FeA B | AT AT CATATHIAH]
HRHTE TEATHT O & o T TG | TG 8Tl TFNh ©TH I ST
9 UgEeH! AW Fgd g T Rl T qu oA deeed B A
EWIRITT T4 Yredal aere HHAT Al UUH SRawg | Aal HEAr Gedrn g
TEHAH] ATELHT ATl THH] GEeadl UH T 6 WAl | Feeaed 33 A
R00Y T A AMHNF €T It TIEHHT ¥ @ qaeq T 9 [T
TEHT A BA 96 & UREHH! qGEq g | g R e (WTo) HT e
fogra war My |

* 74 Hedd Hid, A HeAad Aeed QoYY R84 9%, Email: khadka.arjun@gmail.com
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o WET TP YRIEY, TEISFIF T HISVSHTT avadl WaarT 8 | I9 Waareh!
BHTagTH] AR Ih WIETH! ALTHT & qral-ad qaed Al TF FFe=el BT
TAST T AT @ | TGAT HET TR AAHWA ACAMIEeh T ATUTET ETH
AT WA Wed A1 AN HedWeal B oAl a%] AT 9 a1 [Feel agload o
FE] AU S AT FATA T T IANATS §F G AGIHIEE ATST AT+
RIS, TESFIg T HISUCTARTy TF=gdl HITAh] Faedl T4 Wik Sqaed
ATET JUTEe U T GEE U, R0\E, WIETHT SIS AT T | G, T YA
qd g7 =T T Y& 9T THIEE Whl g | TT UAHT THT ¥ of AT UT JFT
WupT Mfaer gt aiuly gvaf-ad T=arddel U9 Hr-ad=e] Td GEe=edr AT
T FU Joold THA HUH! ATEAH T UAHT HA-aI9H] e THem T a9

U g |

HET YeRe: YHIEY, UeiShay quT HISUeHiTy, &g Sadr Ee |

1.

Ties of trade and trust 7 TTAT T WUH! {9 AR GIAST (WTO) o ==+ [
SAIRHAT T T Gesdl <AUHT g A AB qh AT adl ol APHl HEWadls
ST 99 qEATS BTl GBI T CUHT BHT UG | SETENv@! o
WTO @I Marrakesh Agreement et ﬂ@ H"@ﬁ'ﬁ'ﬁ g7 { AT " The WTO shall
continue the practice of decision — making by consensus followed under GATT- 1947" Tl
FHTTA SUTEATATS [ ibrg | I TaedTel aavAd [ 9harars s U]
T & FIA STTEATAs WTO I g7aX U&T (Beauty of WTO) Wil Iocid g% AU
FAEAT LT G SHAETNH ©THT 7 TG Ties of trade and trust TS TGTa f& T
ey |

WTO #T ZEIdr W UF A= Iuaey af | aaiy Jeene ure B AABRECH
JYART, ST WOHT T 98T TN A7 AHEE ABTH T T THAE G ADRHD
THTEHT Y AGH FH T G FE T T geg | AGhn i e Ao, ean,
TeATIR [FATOT, Se g eRMadet Gereedr ratdes T Fiaead srg g fHard
ATEATAH @y | Adel 9ol T "Trade without boundary” | T8 ReTRIeaT qersbiirT
AEATIEE T ATUETT ©OHT AT AT Hed a1 ANTd HedW=aT & Teddl aeq A1
W o1 Tl wgferad wre =€ A0S AEA A~ T Tl JANTE g e
AFAHIEE ARG AT RS, TEISFTg TaT HISUaTHlcly TFa=el HTTaH!
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SYEEAT b AT AT 00 AT TF GEawel U IUHT AT | T Ul
SYMYAT HaT AT J97 =g TEHT T | FEqr /1 a1 8= T&@ WTO I [Rgrd
SR 7 THE T g7y |

QY AT 982y W AREHHT AREHE Marrakesh) TFTAETE WTO 1 fafead =
WOFT T U9 GRS ORT & o GaqERd T YRRAT T GATT #T WEE q9r
Rigraae JNER T T9H Weed o1 deh! o | 9, 99 qeeiarsl 498 9
%fSafeguard?l’ﬂTCountervailing AT <eldhl %ﬁaaa %H-S:ﬁcllst’vﬂ':‘: JHd HHI DI

m:-

= Multilateral Agreements on Trade in Goods,

= General Agreement on Tariffs and Trade 1994,

= Agreement on Agriculture,

= Agreement on the Application of Sanitary and Phytosanitary Measures,
= Agreement on Textiles and Clothing,

= Agreement on Technical Barriers to Trade,

= Agreement on Trade-Related Investment Measures,

= Agreement on Implementation of Article VI of the General Agreement on Tariffs
and Trade 1994,

= Agreement on Implementation of Article VII of the General Agreement on Tariffs
and Trade 1994,

= Agreement on Preshipment Inspection,

= Agreement on Rules of Origin,

= Agreement on Import Licensing Procedures,

= General Agreement on Trade in Services and Annexes,

= Agreement on Trade-Related Aspects of Intellectual Property Rights.

WTO %I AT Rgaas #99 &1 J9&FT € AT Most Favored Nations
Treatment (MFN), National Treatment, Prohibition of Quotas Restriction, Bindings,
Specific Commitments T Transparency ST&dl & 9T faEeds aredrcH® T
FAT FHESH AT T I AGET Ewg | 9 sgaedrals WTO &l ATaRdd
g T WEW T 9 g | 9 A & 9T RigraeE WTO I 9a€ g
Mandatory ©YHT YTet-T Tlfaf LE] gy | @ qBT dH Safeguard, Antidumping et
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Countervailing, Waivers, Regional Integration, General Exception Security Measure
/ Special and Different Treatment STEAT SAIEAEEAS AABNH! TAAT &I AL

STINT T T T2l U Agreement on Trade-Related Aspects of Intellectual Property
Rights (TRIPS), General Agreement on Trade in Services (GATS) ddT The General
Agreement on Tariffs and Trade (GATT) Aeild STaedT ! Ugve | J9d 2ol
AT BTATFHD! HACTHT ATEATCHSE STFEATRT el TR WTO T Rigread A
@ g HIH] AT T 9w g | O Wedshl U Hecduul B Inaed,
Uy T FISUEHTy B | TANY TFHT HEEIAD] T AT HHAR Lhl
az g |

TE TEAT {&T T A, Tel-SRag Tl BIIUeTHicTy qveedl AT, ATl
YRS, Trel-SFTg T HISUETHTy dFa-dl Suaedl, I8 T¥a-dl HIT adl a3
AAFHH A AT WTO H A-dmh! REga ded d@ars dwcd RS § |
R. RMEE, TSR T HISTeAlery aFarel [T

AAHH ATUET T ACAMIAh AT el YLHVHT HUH! D] AU €aaeh
JAMEE TR BN T AUHT AT AEa AET Sae WA ORdl TS
YFH! AN AR HRHI AEAHERT ATFT Taeell Iamarg TR e
TeFETAETE FETST Wb T BT el T WTO #1 g Jar 9aed qgars
ATPR W g5 | TRl TEA HrAHT TEIEHA FT THH ATAG Rgredars
TR =g | awqad TEeell Sanre R B Aed I a1 T 99T
T ITAEF AT FATAEAD! AqH AT AT AR AR AT Hed a1 ANt
Houwal %4 ald Gl w8l Gb = T€q ATTd e 9 el Hrlers Jae
N TS Hegaars ae-aaal Uel-gfay 7eqd g |

qY, FHAT TR JANCE TR B AFE TH 91 T G T qelerad ww
FEG ATATT AT I WG WTH F€G AT T BAAs AehAab] AT T JA
AT TS WS HISUCHT Weqdd Wl T | TEAl FHidapl HIEd
ety AT AR AER SAEedr T genfar WTO #i g aqEr #Y
ATET L, U=E-P0F T HTSUeTH Ty STeadl Aol FART T Th! Ewg |
TAMT T9 Tl HIA oTaedl WU qA AOeH qEed, Urel-etdy adr
WW@WWDumpWWWWﬁ@W
e |
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@WTI@'{ TSR FFEgHAT GATT 1994 H1 9T 9% ".....Safeguard measures are

defined as “emergency" actions with respect to increased imports of particular
products, where such imports have caused or threaten to cause serious injury to the
importing Member's domestic industry....... " Such measures, which in broad terms
take the form of suspension of concessions or obligations, can consist of quantitative
import restrictions or of duty increases to higher than bound rates. They are one of
three types of contingent trade protection measures, along with anti-dumping and

countervailing measures, available to WTO Members Tl EaY Soold U] 57 |
T T4 Urdl-SFTgahT 9-aHT Ifa company exports a product at a price lower than

the price it normally charges on its own home market, it is said to be “dumping” the
product. The WTO Agreement does not regulate the actions of companies engaged in
"dumping". Its focus is on how governments can or cannot react to dumping- it
disciplines anti-dumping actions, and it is often called the “Anti-dumping Agreement

o FX Soold HUH! O 575 | A, GATT H! 817 & o Anti-dumping T4
! AR T qeeg qgers AdHR GUPl g | gad a€dl [HaH an W&l GATT
1 AT Rga 9= Non- discrimination 9ol B! Jeelo WUHT &1 3 Sl

g | W Anti-dumping action means charging extra import duty on the particular

product from the particular exporting country in order to bring its price closer to the
“normal value” or to remove the injury to domestic industry in the importing country

Y& FU qUAE WTO #1 Rigra aed 7 == #ifveg |

FTIVCTATTTHT TraH Al "countervailing duty" shall be understand to mean a special
duty levied for the purpose of offsetting any bounty or subsidy bestowed, directly or
indircetly, upon the manufacture, production or export of any merchnadise T GATT

H U & o Fodd WDl G | TS T GATS T aR—T 9% < Member recognisze

that, in certain circumstnace, subsidies may have distortive effects on trade in services.
Memebers shall enter into negotiations with a view to developing the necessary

multilateral discipines to avoid such trade-distortive effects ¥l Seci@ WUHI A
ey | I9d, ARIed, Urdl-SFTg adT HISUeiicly avardl caedihl qraddl
WTO T Grafeerd FEIdraT T8 BT sqaed] T UI5eg] | I8 URHEashT qeaeadl
FATAHT 9 AT qEA BT ST qFedT & |

3. IO TEMEY, A SPOT qOT SHISUEQIRTy aFeryl caeeeT

T e TE BTAT WTO T GI€adl WIH TETh ATEIMT A6, Tl 3fas
TN HIIUCACTT GF-Hl BIIADT Tl T 0ol AT ATl A S aEqTH T

qraSTien fod e arfed &= - e - W€/ Rajaswa



Yidergar 3 WeT ! T TG el B! A 7T G WTO I &€ HUH
ATl ARER T @ T |

ATCATAT TG T BIADT AEATET &7 AT 1 AT AeATerdel WTO 1 9+
TIET APAT T TFA-GAT 5H! STTEATH] HLUIT T & FHedl AqedTells Tarelep]
AT AN T AEYTF G W U A [REUHT sEedr R | wwt ah WTO
B qed fgraars #r A wel aftend e g o sraeer qun faraars
FHTITHT TEFT AFET & |

A ATET AT IUBT T AT HEITdT THIEH TSy S, Yhgd Haw
A A, RS TS ATHE T Wl o T U6, dearli THiasr
TRMGH FFEl SqAeT T a1 AW T IAHRT A7 FUGTHT Joold WIHT AT
F I8 T F FHEd qEq AT T AUTEA, TSRy Hedd A @A Haly,
AANH TSIy Hegd TS dicbe AFed], TEIShay Hegd Tig Agdrl T
bl AT TRIAHT SHaEdrhl GRERaEl UM e Rus 3Ry a T
FIICHITT AEge AT WETAd W aEq AT T AAST AT, HISUCTHITT
Heqel g B0 HIIUaCicry Weqel HIIH @ Faiuhl qY F Hedl aeqers
FERTIT WIH A€ AT HIIUCTHITT HEGA TG AYBT T Gl Forl qeerell

SIAETRT el U e qaed] SUH! g |

I, A BT BTAAT b AR & Hed AT Tl FHHATHT AATFA
T, ST & HEY T T HEN THRHI [T ATAST a1 GAL oI =l Fwaeeit
ST FHEA g AT TFIG TE Herdrs Fafq AhTEHT Wbl TS qFIwel B
TAT THIHT AR HEAT @ el [I0a T G9d I Bl T8 WH § | a9y
AT A Fqee AR [orgae g1 T I8 UAdl BEaa T4 qed Sraa
N, AT TN AT AATAT HUDT §al AGH WAL T GHAY FH EH

femg | STEeT TTRT YRS HrAadT T TOHT g Ahabl Eall

Y. YRIIEH, TEI-Shay Tl HISUVEHy HITASIE foTdeh! e
YOI T FEHT T qgee fdmeer @it g wEe Wl ey | g9, a9
el BTl U G T AHTaed b g | W, A S age

Tl WEed &ag, | 9 WTO Bl H3€d AY HUHI Ad FIed APEeae AN
FEEEH! AN AT ATAND TR Gell T 97 AT TR T (Market Access)
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B graars daaad T 99 d9€d7 @eg | J9r & el Ioaedar TR
FUC GAT AT U €A ATCHT % T A IUIEE ATeU IhEE, TAERTE T
FIIreifery T AFaer ITee Tq@ g | T8 i froreeders qidt Inmey,
TEISay ol HII~cilery gvardl Udehl [FHT 9UHT Faeel | ol el
IcaEAers R B A AT a1 g A9edT [ g T A9 Afetere
T WA B FEaea T BT AR LT g Aawdl U O B WA b
T UTeled WTO 1 WEeqal WTH &1 T A-qaie A aagdrens qa bl e
| FE AT T AT TALAT AT TAT SAARD] SAH Ject@e i AR
BRI T W e WUHT gat 79 Ul off G FETE T AT Gob qer e
ATH T | G, WTO FT GIET TLFT ATl STAN T Urg AT uf S
T WH A g | W Jeollgd FAAE HEATOR TEd Tq qeeredl B
HTAFAIT T gl AP TR T A& G U ATE9hb Tq9 el a4
FITAHT AT T FrAf-aT=aIE HAereré BIEal 3 g AG€] T 4T TGaIS THA
T IUNT AT G AAEHT AEGE Gl g AAEdT QUHIT T
e FHIACN YEINT, SATAIRE A GH €O IId g dfavg |

7 T TR Weqd A AF oEd GEIRE HET SHH AT i
Aol T Wegel dliehe ATHT UIgeg, Fed AFHR U, Hed AfEly HT UF qur
A=d9Teh UTHT T TREE U Gretead U b ATEETET dia saaedr TRy g |
T AT HaR WEGEAHT 5L e, ATTIAHAT ATAR WEgel STAT TR T,
YRR WEGSH ge A1 gerd E T, fuel a1 aguefia wite qur aeeitaren
ATIAAH] AN ALY BT GRS T T TS JANDT AT Td GAGAD!
R TTEAT JANTATS AL T T A g A Ao AhAe 8, Trel-Sfag T
FHIITCTTF HEGAH! IEE AN T qd1 Tl IANDl WRET T &l
TEcaqUl HIA SHATATH] AN ATMAH YT ATIAH! aaedrel | Ifrd T qarear
TUHT AT TR, Tel-SFTg T HISUeHely UAale [oIgUa! A9er 2i |

Y. UHISY, TERMFIY Tl HISUETRTy BT GFgHl 70 Hhad! v
YFSY, Tdieiyy qar HIIveifely WEardl BT qawl WTO &1 8¢ qaed
TEET AR ¢ ATHT TEeg | TGHT Jead@H1d F0 F g 09 HA0T TEeea
WTO 1 qI€T o9 W31 U4 T F€dl YT BT Fuir M@ahs! T Hiaa
TPEE GIEIal WH X (e AEeIHd ATARD! HIA R T WD ey |
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T GEEEIHT HE TLECH HUHT AREY, TSIy qdT Hravediiery arerdy
FHTIT TETHT T8 FTHISE Soold TRUDT G-

(®) T

AR ARASH, TrISay TdT HISUSTANTy TFegdl saaedl T HT Ehl g |
e T Custom Tariff Act, 1975 €Tg Mg T I GEa=dl sgaedqr 99 TRTHT
F| T U ORId BTl o e WG -

* Anti-Dumping duty on dumped articles

= No levy (of duty) in certain cases

= Countervailing duty on subsidized articles

= Appeal

TG BT THISH qHIESY, TESHAF adT HIIVEHTy q¥adl Hegd s Heal
At &Y BT sraeres T 0= ATl 95 ovg | IITELTHT A e
TR R [iEa M Qe avad) cgaear qar oIear qileue! Maasl wdasy,
F IYEE T AA AUH! ATI-IHHT AT & HIA T ATA-G &1 Hedl
GHiaH! g FaeFdT T AT SgAH PUACCA! (&= TG T SATeTh!
FEIIAT I Custom Tariff Act, 1975 T GINET AT Joold WUHT IR -

= (Confidential Information,

» Accuracy of Information,

= Investigation in the territory of other specified countries,

= Nature of subsidy (in case of countervailing duty rule) ,

= Conferment of benefit,

= Determination of injury,

* Preliminary findings,

= Levy of provisional duty,

= Termination of Investigation,

= Suspension or termination of investigation on acceptance of price undertaking,

= Disclosure of information,

» Final findings %aT [TI8% THEL YUHT Ty |
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(@) T

YRS, TS IF qUT HISUCTITE TF=gHT THNBTHT [ ITHRHT IR
WU WErg | TG ATER Sigd GER WE BEAHT AN 330 W AR

FE SgaeATR] AT R09q W Safeguard measures aimed at addressing surging

imports regardless of their being fairly or unfairly traded and address all imports of
commodity unlike anti—-dumping or countervailing measures which target specific

sources of products Tl SHaeqT Wl § |

w3, a"r_gl:ﬁ qg?f AT Market Access HI WNT 309 HN UM I9 FFadl HILA
STAET U] TE7g | AHRHIH! A0S [T T A-aURT SR ATART ATHD]
FepmEe FHRE™T I8 qFerdl ATE-aH e A FUGeH! qFergdl B
T T HAT R T g | W Femeed odr w1 TR QR SeeewT
HAADT ATAFeT T B T FIAT Wbl e

= Initiation of Investigation,

* Preliminary injury determination,

= Questionnaire response,

» Preliminary dumping determination,

= Verification,

= Post- verification legal arguments,

* Final dumping/subsidization determination,

* Final injury determination,

= Duty order

A EIETH! ATIUHAE FHSE, TEIGHIF 7 HIUCTHICTy Frewell I
SIAETh] Joeled WUHT UrgUdT el IUX HIRATE! 9 g AaedT Ush ah o 99
T A A 73 R S TEd SR A feme Rt e A e
AHRDTH! AT AR AGTATH [ATAGA T o T Bl oFaed) qi
TH g |

(T) T gRae

IS RIS AREE, TESRuy T HISUetdlcTy aFa-dl HITae WTO
redl A FIERT T O Mg | A AW BT THH AT
THAEY] AN b AN HET T 8D HUET HIAH g7 I AEIHAT g -
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= Imports of products under consideration are dumped (meaning sold below normal
values),

* The domestic industry (community industry) is suffering or being threatened with
material injury,

= There is causal link between the dumped imports of the produced and the injury
to the industry, and

» The imposition of measure is in the community interest.

T T FISTCHfery T FeCArs Wl AT 0 AifdE Gerar we T
I WUHT FE(Eedls Abl S¥HT Tl Headl [Hebrdl 9uAr @l el g
FETAT TS HegAcTs HIIUETHITT HegaAD! THHAT o g | aX Tl THRaD!
WEgA TNS] A Due Process FATA TUMUAT IHTFHT SR & ST A
YU Tl HUFHT AT FRIAT ATAE & HARTET BT TIel T T
WETHAT HIFEAF qFeredl HEgd G GFe-gHl [QeIE AT qedl Hegel
TS J9a Wbl § | T8 GFag Telel Iedl Heqad! [aegH NI ereadr
T QIRETT T e GEIEAT U ST AT SUaedT I ey |

(o) fRfei

97 T Wed TRfiiiaan Ui TR RuE quT HIIvetiifers GReHdr Bl A
T g | W8T TR TRy U, 4328 < J8 qeadl Bhdhl FeeweHl
AT H STIEdT ThT EX FIT&, Joint Administrative Order -01 < Qf_cﬁgﬁfl_ﬁ’ qraedr
T qFergaT AEad SqFed] T IW Al BRdls gl A adr sgardd
FAUHT 3gwg | AR A7 IEUN [T o maa A ool 99 qvaedl B!
AETAT T AqE=eTshT B T S Measure AN T4 614 e | T8 HS
AR 78 Hege AN ATeINE AqE-a T AT g U9 T B
SAEAT Tl T TR WfAaaohl HTERAT TSPy Wegel @] T g A0 |

TEY AT IJocliad Fel SDT BT ATl GHA AT T FRIT Ut a4
TR, TERFTg TAT FHISUEATY HIIT TTERAT WK Hegd, avsd aur
IR Joed@- 1 ANE 67 g AGEAT GRgU qmae S UAehl Brarad-ehl
UMl FHH €U [X3UHI ATEIT Ta[ AUy |Ee HeER Hedd oad A9
SATIR. TAT AMUSABT &0 AFdr TIhT Fqaear SRl g |
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&. A~TH

AiEaEicA® ST g A AMT G JANH! AR AEAH T o Hoell
TRTdH ITAYATcTs GHTard I, aEqah! WM qo7 Aaeumes! it e sgaer I,
AT SATARHT ITHNT AR TR, T [HaRT a1 S is] AIave
FH T, Al A A RUFT GE A HglomaaA ST T, e
CUHT Gl WIATHT JSH AU FEGEE IEd IH{deT e Jeare T AT FURTers
o g TRAT Yidsel AERETE TREOT T NI Sliigd qedicishl ST T, ST
SieqeicH® SHAT dig B WAl T @Y o1 T Egch IUNST Fae= a1 T 1T,
AETEY AT AAUFHA AMMNE FrAHATars UdH ST a1 F€ed Jiaeqal =g
T THT RIS, TrelSug T HTS eTHely Tra=dl Il avasl TUHT A § |

TEH! AATAT HAHA ACATAAEH T ATUET €I A TS Hed a1 AN HedHoal
HH HeIH e AT A5 a1 faaelt Fglerd we avg o w8 AT d¢da T
T JANAE g1 9ad TN B AEEEe. ST X ey SaG
EoE ok | | A T e B 2 ot M1 | S 2 e ol e e e M D =
FOHERTT SATIRE BFaTeTas! Tae Arhd Tasell AN HaTaHr aed AT
FTEHT AN 99 T [ATST @] AT G | O I VST BRFadT T A-ATAa
T A=OR, TWMIAHT AT HLhI BT T BT e ArH=TegdTeh] qTd qdr
A= TP AAF ] FRUETE AT U THT g3t g Ui <THT THIGEH Hrai-aa-e]
AN R &1 IEd AU T FHAAD] AETHZR] TAFH] BATaaT g
e SUHT G | T TR AT A, (o T GEHHT SAH! eI
T TaqA fard AR AT qdqA gge T, AdE SAw o At e
TATRE T dfeEqet wrEw T FEwEst coewar 7 gatio afg fewemr g
T I T, qEAICHE AT SAD] e T S9Nt e T faeargrr Fafd
YagT TS A q9 Fa g e T Rear w qon atm aefaeers
TRaeadt STE ST Taegdr T AT HIIH T Sedl Hars aed & aeawar
79 TA9T YHidepT YAl ATETHAT T JUSIAT U] Geaefal Sga TUH A
F | T HE T TS T T AT AT AHSATIH R SR SAaEdTH YEaT oars
qF AT @rg | I9d, RIS, UEl-SFTg T HISUeTHITg UAH! HIAadTa
qeag ol vErel e o o SRy |
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— HUTAT G, Wb T I (el sqaedT T, TACHE, HISATIST

— T WHR HREAS FIAE, Y B e cgaedr i, JaiHesd,
HIEHTE

— RS Y, Trd-SFay T HISUeHicly UT R00E

— List of Multilateral Treaties to Which Nepal is a Party and a Signatory, Ministry
of Law and Justice, 2011

— Mahbubani Kishore, The New Asian Hemisphere The Irresistable Shift of
Global Power to the East the Lee Kuan Yew School of Public Policy, National
University of Singapore, 2008

— Nora Neufeld, "The long and winding road: how WTO members finally reached
a trade facilitation agreement". Available at:

— http://www.wto.org/english/res_e/reser e/ersd201406 e.htm

— The Legal Texts The Results of the Uruguay Round of Multilateral Trade
Negotiations, Cambridge University Press, 2014

— WTO SCM Agreement Notification requirements and formats—Documents
G/AG/2 and G/AG/2/Add.1
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TT 1R &0 B IUHAT [FFHRT Sl fwrefia a9 @31 afoww Fwka ageears
oI BUHT GEANT HUE W AAIRIET T AUET B | A e 1 92,69
A=A Yldedih AT, I AT [@H™ GHHiH T 9o ANAE SAGH HUHT el
Ted Y ALeeds 9gh TEHHERT AqHHA [FHRd T S = IWEE e
XYY FCT 2UEE G | BIOEEH ATEAT ALET [FH1Eeiel TLAT Tq=ATT AT B |
ATHH BRI AHHT GHEAT 8 SEee! 93 Jaea Taed Hl g | a9
FHEHT BN YOy FAAT NAD] L@HA LhT G | [l FeT Meed Ioaeash!
FNF 9.30% W1 FH qAT & AER T YA M0 BT BRI Q% qw=T
A SR ANCHT G (CDP: 2024) | T AFCITAT TN GHEHT ATHAT Fel GEaNT
TR A q@ar A e g T ARk q@ asd 9edi THaE e
HIARAT TEdr dfawH R goweeers Reweier qger walE we
ATURIN ATAR FIh TTAHEH! HEEATRT Y TAREIL 039 AT HUTelrs fHepraeiier
TN T B G | TS g THEH! AT AT afed e AW
B TuReET i Jureers qte 99 qar SHEte e TRUAT | I A4 geel
T I (FHT STeoidde edsil) TR T § Y AT 30§ sfg qUf
TN B A SATER TIAT qE o T TR RN THT FAE T4T AT
FHTACIT T TGHT Jocid TRUH G |

A& Yeage: HAE ¥, A SRgA, Wes TG, {hardius wrevedT,
T FFcd, YT Fraeaeiie, SUHR ANEH T U=

FfdwH s g
=TT Yfdedih A, FASR AT G G9H T 99 AE Saw T WH HAH

B ISR MREE IR T g1 | The least developed countries (LDCs) are a group of

¢ AN AT, WEANEF (o SAqEdTqT qlMeTH g, ATTIL
ATESTi-eh fat T arfery s - T8 - TWE/ Rajaswa




countries that have been classified by the UN as "least developed" in terms of their
low Gross National Income (GNI), their weak Human Assets and their high degree of
Economic Vulnerability (http://www.nationsonline.org).

i e Tgare e ggedr Ta=la g1 neEe
Aideafs & ART A (GNI Per Capita) AT oo Fd sAicha! s fufd A=
T

AT GF 9% (Human Assets Index-HAI) I8 T9% Awaiid [QIET T FEAELIATS
flerg | 90 qAT A1 HoY IS TR A-aqd  qAT HIedHE qehl WART T
TITH ATERAT AT At wEg |

A RIH 9% (Economic Vulnerability Index-EVI) T8 Todel 396 AIT
Fd AEGAIH F 9o FAH AGT Ty | A HOAHI @RI population size,

remoteness, merchandise export concentration, share of agriculture, forestry and
fisheries in gross domestic product, share of population living in low elevated coastal
zones, instability of exports of goods and services, victims of natural disasters

andinstability of agricultural production ST&AT YA ‘6?(*%2 |
e TEH TR T ATUR 9 WA
LDCs Graduation
Achieve 2 of 3 thresholds or 2 x Income threshold

ideath oo WA AT, A T | AT A TR T AAS AGA BT
wF T AE Siew T A | oA et g9 A 9w
TAFECHET T3 Al FABETH YA | JTeleeHwal areax WA uf fasmrasfier
I WU TP AN g | TP e g wdg | Sed 9
g | dEc ARl Gm o e | R0Ry W dfHuRl ufdeafs o aRa

EERC e AT AANHT SAC 9306 BT GIea AT
AR T &R TG |
BRI UE'H‘J F=aiid®! Committee for Development Policy-CDP@f Afaww AHRa

TFEE B THT AAFEEH! 3,3 aUA T8 U RN THE TG | AR
e THEATAT Theh! WIITE T HTAT TAAAHT <Ml Rpig Tég | Rwfae
AIRAT GIh ATED] ANGH T AANOH GRIG T WA AF ToDbl QreR
FAHAT A1 Y& 9ETE I8 TRA(eg Ta=iiaa! Hu geg |
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Catogory No. Name of Country (inclused from 1971 to 2012)
Latin 1 Haiti
America
Africa 32 Angola, Benin, Burkina Faso, Burundi, Central Africa

Republi, Chand, Comoros, Democratic Republic of the
Congo, Djibouti, Eritrea, Ethiopia, Gambia, Guinea,
Guinea Bissau, Lesotho, Liberia, Madagascar, Malawi,
Mali, Mauritania, Mozambique, Niger, Rwanda, Senegal,
Sierra Leone, Somalia, South Sudan, Sudan, Tanzania,
Togo, Uganda, Zambia

Asia 8 Afghanistan, Bangladesh, Cambodia, East Timor, Laos,
Myanmar, Nepal, Yemen

Oceania 3 Kiribati, Solomon Islands, Tuvalu

(UN/CDP: 2024)

A WAHT TWET TAUAT STATGST, ATA™ T 9Tl Y AT 03§ F1e, AAd
AZATE 93 AT 200 T HFIfRAr T FTa 9% ff¥war 03¢ @ et
T T werawTer fafver fafawr oo e g 1 s ¢ gar eee 9 Tt
THATH B |

AR H TR TEEE WA HIHT TTEe

(1) Botswana-1994 (2) Cabo Verde-2007 (3) Maldives-2011 (4) Samoa-2014 (5)
Equatorial Guinea-2017 (6) Vanuatu-2020 (7) Bhutan -2023 (8) Sao Tome &
Principe-2024
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AP AT

T q
RRIRE RRIRER LRIRER BRIRER
TR TR e el e el
| ﬁ e T ?FL i ?ﬁ A “ S
R09% o9 R0} JORY

R09% 09t 3039 JORY
Yiqeats A US$ | US$ | US$ | USS | USS US$ USS | US$
(GNI per 1242 0r | 659 | 12300r | 745 1222 1058 1306 | 1300
capita) above above or above or above
T d 98 66 68.70 66 71.20 66 71.20 66 | 76.30 |
(Human Assets | ° above or above or above or above -
Index-HAI)
A% ey 32 26.80 | 32or | 2840 32 2840 | 32o0r |29.70 |
(Economic or below below or below below -
Vulnerability
Index-EVI)

(UN: CDP 2015-2024)

TAAHT 7. AT T Al GHHHET A GHIRT T ATMAH SNRIHBT AT
TH TR ATIRAT T ATEUHT FETEART ¥ AR 3039 A T T
AIHAT TAT TAR AT Gf= a9 Y F@g Y&\ RSN g | Y AnFaR J0%5
g e g o e HegdHr U g1y |

&S TMATT ART AT TREpT JaTg

YIH ATAH! WA Talarddl [ofg eapr Ry AR 3039 (fra.Rous
Ty <) ufey AUTETe FARIATRT TATAHT AR ST TAREE S8 AR G,

TAYAQRT GEW TIEFAT WIS, R050  (Nepal LDC Graduation Smooth
Transition Strategy, 2024) U TH G | IJGE T I&TET quEaeT g

= YE T FEAEL A TA AR T (FFRI T SR, e e,
A, Fraaky) Tar AR AT qg, S, TRET T AGAFAHAT T THEGE
TR b g | WY FAEEE Jooid RIS g |
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= TOUAEHT WA 99 $EEE (F) Udedh aF dgrsd (Amfde Tamfica qon
TETTOAT, SaTaR 4 ST Jag e, At Turawer (37) Aea Sedfaar Seargefier
[T ARG IcAE" qdT feras T &awar sere+ | (3) wfda qur araraeia
SRgH  (FEg qREd, FHh SFaeadT T gHioe qaEeiaesr i
FHIIROTAI, PR, Afst, awa, wafiear T Seward afeq s ase asE
TRuHT 7 |

»  HEEGIT AEET () ﬁ?ﬁr TAT T, RG], GAhd, TevTd AT
THIHT, THEHT] ATTHT Hedidh (A7) TN 9a= (M9, HraagT aar
AT T ATTHT a6, TEAHT TAUAT HIATadT GHIdD] sqaed] TahT
g |

IR AN i, 00K ol AR Fage™ T q@ar faw T Anfes &
T 7 |

A SR Yfebehd WA, 0G0 : FATAHT SR HET HH T ATCAHT TG
AT FEanT B WRY Ui R050 |69 IRT R0GY | GY T T o ag
T SAIUHT | 93 97 M 30 owq 797 e, 953 PhaswarT waivaamsb
AT Y& AF AN ATAN MRUBT § | WHIG SIS qieg aeg a1 qarent
TAHT &.3% AT 0% T AR FeWeed B! ¥ 0 Haeraes LY % Tars
e a5 ©H g |

Bel A ATHA bR Gerhae Wew Tadwiden i qed warer qdr T
TR, TIARUTHRI TOHI a9T T HAHH A e g |

AU TATE FETAr IR A R0 & TS AN ATELIH Hd qraraT
T AT G |

R0%9 159 H 9@ T FEEAE TEA FTREAC g RIga WA e
T AT garers daan fo |

e fapraeiier g TEEE 9N AR cAd THEsT

» YRR SUMR T g%jti (Duty Free & Quota Free Market Access-DFQF) av< @ |
STEAT 9, ThI, AHRHT A9 | Fafd =R .30 faerder ¥eT (ITC, 2022) |
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« T Uiy FEiaea aEg@ 9 @@ Value Addition FETST I | SRAHT
T 30% U UGS YOy AT U9 | A ¥O0% aE §O%, FATTSTHI
YO0% ST §0% MY |
AIEH T TH §T | HAd Agaeid 9 SEQ J@dd, ST | OECD ad
IEEIEE} '(fg@f The Gross National Income- GNI &l 0.90% T&W AfdwH e
ng?ﬂé‘ & Official Development Assistance-ODA T T |

«  AdHH AERT AqHaTs AEed AT T9T SRR G5 H0, SR ARl
Afaly wreliar S Gestr W T WE T AT Wisiew werr
IH HH g |

s N WERATS ALY AIATHI AN &5 graaed adr wared T 9 |
» AT GEAATE ST I W eadl Yok Ueid o |
Wit e

freprasiier T9TT TR ATRAT AR AR UIT g qur Arids e
TAARUTHT SN TaTaa] [0 21 | a9cs Boa™l a1 Jurelel Hia 3 auar
FE AU HIEEH! oA bl g | O A ATHAT TAE G | TG
TAA HUHT TECH WEG T ATHE FHAars e R e oar #9 T
AETH g | TAUA WUHT S GHY ATdNd  Adaeael g, IR
QUEH, SAgEd! MAHFIHT T WHdE FEAeEers gecd Gusr ey |
AFAA FER T FUGH A, BRI ICAEAAT WS, THUR, FHY, AR, e qar
AR Wi [RUHT T | Wieawqd o &0 WIS, ATgid! aaqmiish,
g, [T ¥ Taresm Wig e @ wuna aefaes, et qan Ml s
o™, U X @Ay IiaaTars Sie KuHl g | A SIH Tty aeRIcHS
g US|

AT WIS qEarT qor anfde Siawet AT WiHsT ATUEr TUHd WUsT 5 |
gfdeafcs ATFHT WA T 095 I 0y GEAE! FA 9 GEETET TH G0
P | UeaRh AT A9Ar 9ad A4 BT aRedr B aeT Hied g |
AT ZIAST ABD! TS AT a1 [CH13T HieA grg | [ewmes AW,
IR THE!, TARISHGE! 3T AT TEeT &faAars Al T e SIgL HIE
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TP U ST A FAEST 9ol § | FA SANRAT HRA {3 W
AT ATAAT M@ & RNRAT Fea AWl Adda aasd el § |
AT SEd A9 ASTIIHT GHET A1 fafia @ Ay, fajeor T 32
3T SR 9O Uy | qAT eI U AR God aees | wedry
ARET ST T YT 9T M@+, T, AqHMATes qeelee T4 T4 Ald®
RIASHT T T a e Hied § | A Widedits Al g9 glihel T /G
TS gad T AT AGHAT TS GhaAarars G SaraT IaiTd, SRt T
FAHAT T UR A g |

GUIRF TH6T

RUGKIGEIEY

= &S T WA (Smooth Transition Strategy) FTAR &2NTA HRIASHT TS
FHEIT T |

= FEW TRV WEIT ATER A qEdT Arardd qre a9 e gemente
AETEIAT HTIH T |

- Tl ufy e Yo e fat SReswr avg qur Jemn I ofeed wHe
EURICIER I E IR IR ER

- g T, RE 3F qu e agueia e Suemn av B e
YT AT ATdl T GeAfd TS |

=TI T AEE TIAT AR A& 1 |

- TIFHT WA FATER F G S WG AR AT qe9r aesidaree 69 awe
FEATET T |

s U, YR T AT YIee dTEehTeA BaeT T MUl Iul FgHldeh! THIEehTd
BT T |

« OO =T [HwrareT AT Ui d SUaR WHI, SR AeE e id Bra-aa

<

T | AN A T SAOR i Ut goge s UFare @St 9g A
IR

- QAT AAT HAA IANTHT TG T CEAE T Taqad= oar g & |
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- AT T T T A AT GHE wee T ged T e uhied e
A =S |

B TAAAT WHITHT Jool@ WT AR GEAEe TET T A6 T8 |

- T GEfRraauul FOT qUT ATET HET T 3T FHTART A1l e e
AIREE AT T YARAR, RATET T aur S@arg aiadqet Afasre
e s awed T |

»  fafeer wma T AT digar Arkd 39 U 9 Aifdars s i |

» TS GHEAE 93¢ oIS GHd Sl W& UF TaaaET 9veg B
ERURIEE

AR FrAgAT T AGLAE =G T T GHHT AR £Ha T |
RrafaemeTa T Ao Fie SUded TSR AN BFE a9, uRteet B 3w,
fuelir ferrdn ge weeliar 5 | R YoTeT B ATEvAEdl B 28 9 F
BT e A A T USTe MR T8 e T gvSHREEr 3 qew
AT GST3T | AEgTT Ul TAGYTHT Gel iEmes T Twrey | e eas

HAETTTHT GST3H T YA |

PTE FEEAEIE g1 HHEE FABWT T AEst+b B qoneliers qwEsi
TR | AT qoeadl Tt &HEe Te™H T Add AFars g5e 9 |
AT A WiE T | wEeeE F (@i g, Ee S w9
AT B BT ATS) Bl IAGTHE! SAAT TRATAT T | YSH TS JAETHE!
NG | EARAAT AE AA FEAENT T q A T A qo dEan
T | Aepfeqd Fiah! @it T | U YAt Jearee@! aAree, g ol
T, ffsa fomy, Siaary fomy, fhamsifue wevea (Sear faere ure Afever
HIIUSE), AR AU S T | YAL ANH I mArgT aur el v
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TE g | a9 el gl ivant B faed w9 e frada o
SHIUHT T | WA HHAABT el e, HARor sehieedr s deee il
Rreeawr S AR TG SAUHT g | AT QA BvnT gard dEedr HE =
T focfiT FRIERHT IRERE A T 9F G0 g A9 O cgaedT R
[P g | T8 T GIREHT d T8 9 qus [RATST AR foeg W9
i srqeme vd Ruwardr amar fuwr g | ffe dfigarerg sqafaa e
T TN Y29 TEEEATs (e ATLTAT TS A T8l JTaRD! HH Tag |
ST WH oA eI W w07 T PR qHaA T i @ T
ol STREIRITE &1 GIRET AAS U FIATHT <AUHT § | YT FEHT Jad:
TOCHT [T, G Al YRERIdT, ¥y T aicad! sqaedra=, ST
ARG i T T o6l TS, Seie. Br-adaadm] Hisadr T ==, o
T T Yidded U are] FIEl T o TEvET TaeEEdls aueey |

3. YEsE O sqaeaIqHT IUee

TFAGEHT a7 190 H STAR R T 3 W A FAITF FHEA TG T A= g |
YeUHT EHAT G 985 BT YA I T 3 qUT T TEDT GHAT T BT
THIH T A et anfde T BfFEem v snaia @Y avetag
TEHT GBI FoE W1 SAAEIT THq GAelHep cuaeel o | @rdelieb el
AT T QIR T WA Sl WH T FANEST A e wrsomedt
B | ZrEETA e MR B4 g5 aWHT T Gal aue GaauTars aesitsb
o Heedmos Gihar Featiq q) Seie AT, R ) SNE ATHIE, 3) SN HEad
T ) Feie AT ST THE TR RO Biogd T B G | AT drEsd
gy qq facdiE IaEide A YEE WA WEsHe gW qar @i
TG, BT GfRdeT, R09S AT q) WATafess, WHiiE AeEr SEi ar e
T @H Y&, R) g9 TAAT 3) TE ATART ¥) ANE HEFEAAT L) @Ed T
e T &) @] TEOUET Sl & THE SRS a6 cqaedrad b
T Jool@ WH F |

FTafEe / WH® AT [T T i waqur

BT FFef-ed HebTael Araiee T FA{T T sArafee o Asr =9 WEifd
I qer e o oele qofAT YRt SIREATdl SRl TAR TR HedTa @
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AT, AT T STAHT G €T B A o cTaedma Iharh] Taaaniast
FEE T | TR GeAT ART TRF! ATEUH A AT T HEABTA
GE YA AARIDT oW H AT AT AR el TH-adab Ml MHeT
ale T W § 9 AAEAd TEAHT q7T BN Metadl ar GeearHr
el T BT T § | WS TEAT YL Wi qAr A AEN T T
TEAT ANMBUHT FI=AT TEAT OFHaT HaTE T TRHBT T |

TAE TAAT

ATESE AT TAT HEABIAT @ol GEAD] TAAAAHT T GHY AGH  ATEdTH
@l T WHRHT dlud aeiddhl [Rged adr WaHewar qanrd, AnmdHr i
FAUHT AN FABTIH! T TEA T TAB! AW FHT T o A [Feg® T
ITHT B oo TAAT Aqid Tagd | A TET EqAT ASH-AT, Ta

TACHT TS AAFATAT T T TEH FHIANTHT A-Iqsh] HIAFHH TAT e ToH]

rafaer a9 qH-aIHR qWHET Fate TKgT |

TS ATAET

THR FEIAT ol QA MRAHIg gahd T i Ad s gEharene
TS TEAE ¥ FEET HIReers FIgA ¢RAd A T B anie AgAE o |
I AT AT FARGAT T AT, T EHAT TLGAAT T T EACAT
TSR 3eie. ATHETHT 9T Fae Tag |

TS HETEAT

THIAHT AU GBI, T THREE qdl WS/ HReTblel Fqold Hraad-
TEGT | TE UHATHT A Feid aided U SHiee qoed 3ers T s
AR @9 g | ATaRs FI=a0, S, s TRaT HaRe T qeais
ST BT U FoE BETAAAR] AW W B | AN BIAAITH T qEHT GHR
T AT AT, [T, HETeTRaT, e, UaTe, GRS Hriad aiad a9 64
F T F TIA G WH TG |

AEIET T qiqaqT
STETE T IAaaeh B Soie HET-aa-eh qei Ui AUHTel qeaead = Briaa
T A1 g Male o8 | el d@rgad! s SEHard gra-ad Fa

YT Y@ oIl AT A9 g AMebUHT oA (g | 9T Seic T i=a a1
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G Ml avie Haa-H! W Fidasd qaR T 9¢ 9 6 T Uhidhd
YidaeT ATHATAT, YT qEAT AT TN AT AT T T qEdr diiehuasT
YT TR LG | T@sd ¥ Wdaaaad qearad qearg ¥ Wiafdsd gidaaant
AlFST THIHT T T ATANRE FI-A0HT 18 Wewr@l M- HaTed, 59T qesh!
@l Faea® FEed T Nededddm Y a97 o@l Ha-a% sradd TBgd |
& @& T R

BT @D] T BAATH G g FAF BT T T@MIIE T ¥9T
T g9Eg QA ood HAFEGITAT ol [Faeasr s 997 Hegle@l T&aHHT

GidaaT FRagTHT AN ¥ T&Tcls MFHaR SIS Maig T qHErs e
TG T FReT FriwT ®9H o ey |

Y. GEwHES BT STaeIeT STYdet

TEE AT SaedAET 9gia®, GauiE ¥ SHawaadEd A B |
YgFas MR FAHT AT F AR INCEH! ITATH  ATATTHAH ST
T SR T T | S e amer et e S e
T R famm @ | craeaeehn w e el FRERET 9 drEm g T
ey | GEa® G cHaearI_eT 39T W qaiieH Jeold T gl |

= JUCAEH A IR Bl T FEae T WA I e |
«  focfi srqemeE wEw W |

= TMEEN AN O SAaedde Ahd 941 Jare, A FEiT T gemes Arhd
TAHT ATMAF WIS TAAATS TAEHK T TG TS |

 HTCH AT TN S AT, FHIATAIT ATTHA T HedTeh JUCHT SAiarg T |
= Tocfrr T aREETr T ITRET WEhRE! e T |
AT W, ARETe T e STARTT WeanT wArsy |
- O, G AT T THEHR TTHT AT T |
= e T HEH T |

s THRHT GAMHEAT TE JAT WHIdF Hecdh! HAAgEHT Qg IR T
AT |

qraSTien fod e arfed &= - que - €/ Rajaswa



€. Rl sgaeam dee

UTeTshT o SHAEATITAT e Weeaqul Sueisy BiiRier WOAT Ui FEHT T e
ATIR Soor@ T Aqioorg |

= SNIC SEHl @9 SdIET AHAT MRS 9gd X Wikiged erEads and
JUER ¥ TETHBATAT aTS Oes SEheEl SAgT B g GhRl g |
YR 9 998 AT T THA AEF WHIAE TH g el FhHhT W
T BITAT TMRAA T, GHET TAHId T <@l T T e T 9= qr
N BT I ATEH G|

= O] @l YU B A &l HAHC s GHE T Udbhihd JUITell arddeb!
Y| GLHRHT qee® T UFE ool UHESH! G [ SRER (WiH, @,
AT wieTg e, ek, weafsy, fferer i) 61 uehia i gidaes T eran gde
T FE A TSGFH G |

= AR FHT AE YHRATHT FEAT SNeArs TEd T G9E B, deiedls JHE
U AT NS SIS EE BIR | WHI LB YEA T ey €Elhd
T, GUe o1 dedipd T | A wedigd T Wag a8 URESe e |
B FAE B, THEIT Aol HIT T qEole H0h! THL0r T gaeT |
e R AT T T qEE g O qAd e aEEhe g |

» I el @uHl GEhicl T BRUST Gl AbE] qNHag fraeardt
A = AT SHEE TEHN GEAEEHT T GoIhT G | AT ST
9 FET-IRT HREHHAEE AT T B [&Gear ST g | I [BRHST &
AT qRETHT AR, afverd ¥ SfaaeTw gaeeTT |

»  AAIEHT g IRY ATET IS SHATATIAHT AR ATHEHD DHITHT THT FHIA
THH T T IEAE WUHT @d JAanefiy qrewEl W 9HuAT g1 @) fEg
SHAETIH] AT A BIUEE, STEdr 3, 39 YHIT IER B, G- 5
I, BT B T DHUEE TSHT el G 9T G TI7 TIHT TEq 9
TAYHRET HITEE e BT | Teal HIeEd GaaahT Haaars qeargT Ta-=
T AT AR Gl GHaH] B, THIT T FRAMERHET el qHd G |
qEd, SER A ATHEHS HRAT JGd Gea’T d [AUH g a8 [&uaar
AATHAART TR &3 9ol TR % 2
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T EEqE, QA AETEAH] aresg T GEhL, Tl B THHEe
FHAL HAI, Toll THH 9 Aeal SR, Aas IuR Geeldr T g T
ST AT SEEr i |

v, A
AEAME G GURD! B30l @ @i SFIeqIT el FHeae Maefie T 968 qme
TASE AT T | TEH GHAEEE NEATER Jeold T Gy |

R soaedTT garaH! oard f6eg e 8l | aeicdls arediad agaieg i
T A=t ®eeh TR SIS |isbrey | A1 3 WA i semame arar
B | FAoedls ardia® A Ga7A SIS GXhRAAT Slle<al 91 IR T
ATATIR, B AT ATHATATS A FAST Gl a4 LT AER
T Fq e AaREE T T w6y |

ATATIS AT, HEATHTENT TS G T AT SFHA=h! qMhdh Geae HaH
TUes |

forelier RIS 95 PRaeTaers Tesieraar JonferT <o saeaes g | e
et e, cameT IRFRHE T, @ qeHr T Prarweers vk e
TICHH HIhT g WUllel! e T AT=9as 5 |

ESME GNE SFaEAITals UR T Aaind Tl qae @R B
BRI G T WHRAAEEH! Faeqdl T wg" faearer @i g«
ST womel af e wudl g | 9 aEds O € 9AT UHihd ARAAT FAH
T TG AT FHEY T @RE YOIl § AR T ATEea s g o
WHTHT WEMAN qaqdl/ ATAAFAT FalFal HAHT HH MIeH G, S
Ut FEHT At g, s FH Hleed T T8 W IaH] o foawr wm T
RIEZC

SOCHET FEehT A MbFeE AMdd HrAEe adr Beg JaEdcd U,
00 FTET FHar FaE T dfdasa FHicsaH] T | IETEET @I,
Frafrarasen gfoaT @@t 'uan A A, ATl 91 HUST AT e A
TS, ST Uehihd e for, Rredard ae-ept adiier 7 aiardt 91 aear
TFESTINey] Sralcie®dle (ol SFHATHT qHe HIATIRT T Tidaa Jumed
o™ T TS TR ATE TE, 9 Uhied WS o] g |
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« R HEaEdT gARET AN FATEAT ARUHT TR EH! TSI
o AT, arae FEe gumel, gRafd sgaedmT T e Aaemeat
T e AR witwtees Fa aqEe T adg | wesEr gl
ATAGTHT AN TTIe ANUST Feas Al Uensh! SraraadieT  amafes

ATTHT &I |

= T TEAT FAAT T Feqaddl 9 e MG UEg | TIBHEEAT aoie
FEHH TOH], TAAS WA ATAET TS, TP el HAFaaT T T
CAGHIY HETeran Tarhel HUH! o wr-aa (36 wgie Het Hra-=)
qf¥ AT o T g | Fwer A T el geRaT caafRdd A
HAT T T | FEHT AN A A quaH T oS o stedr aiasi
TRETeT T T FRERATE Fearad a AREaAr asT 9y |

- THHT AATEAT TEEFAT T AAH TEH WS [, A QEITHT A, AR A
AT AT, AFANE 9T @, TAEREedrs SFHa T 993! Haas
T e |

STEER

e i saaeaeTs e, oredad, e T R sy w9

TAEHAT G | G HATEAT AT GBI <@ GUITell ST Jueiaedt

ST Ty fGaa TaeaR @™ WUl § | T dF Hed dgshl ard

B, GRUFT HEGAT B9, S AMeHT @i HRIAR T AIHMA e a1 A8

Ul Gork e afver fggare e Sba! awdds GHIAT AT JariHas
gfdaed o ¥ TI9as g SAIhg T 99 YUlTell €191 9 96l |
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gl el

- ST diag R06R

- e wrtete qur facia SaEica U R0us

- il FrEEle g i SaEiica FemmEs 2060
. WEEIOEHHT Aol A Fdae, 2095
TR, T | (3R R, R06g) At ate

T o i o e o e e P o e o o i ol | Mo 134 W

(R40 TRY9) (Nepal Public Policy Review and peer-review under responsibility
of Policy Research Institute)

- FESE @ SHEaede R S (HaiRiw!, 0%
. e i sgaese WHide @il R086/85R059 /53

- https://www.lawcommission.gov.np/np/wp-content/uploads/2018/09/

- https://www.lawcommission.gov.np/np/wp-content/uploads/2021/01/
- https://www.lawcommission.gov.np/np/wp-content/uploads/2021/05/
- https://oag.gov.np/uploads/files

- https://www.nayapatrikadaily.com/news-details/65756/2021-06-17

- https://www.nayapatrikadaily.com/news-details/66896/2021-07-12

- https://nepalwatch.com/2022/12/05/93878
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IGRE I ER

THR AT B Td 77 BT HITHT [Gie Fiqare e T @9 16 | qad:
FEETAT [AHT FEHT THH | AT HHT HeRTT U G ToTHTTHT §F AT
T HAE B GHH! FAS AR A AT T A TRABRATA TS TATIAIHT
QT T ASTHT AACH G | A e AT Seaarie HraaraE
T HHAT FLHTA HITHT FANTEE T AT BRI T IJAEcd U b gar
FEAHT AT 9 gEE e R @ e R THI gl aas
e TF ad geferd FAHT AT AR aeda B T oA 5 AT
WFEUSE s ATIR WA ATaS HITaIE WUHT HIIERHT [Faxe qeaf-ad Haraer
LT I T WA HE GHA T A |

AT B, TT AT THR HIVAE JAld BT FHoH i S ke
G a1 A9 TG Gl H, A geaalyl, Aoed el dAaral Aqas
qAT T UTH T, @ T a0 ad gl [Aaears aEN Alfded BRI A |
TEA AMIF FRAR TUHI TR SR JAd HIA FHieE g RS
YR AR Ao qG W AR AR R wAfera, @, B aify T A
FRIARATS FHUT a1 G T TAIT FHRIST T AT ATIRAT TAR T it e
T AIETHT AT ATETAATE AMGUHT AR TIT HRIARATS THI0 T gt
ANTE THATE TR BT @R T BT AR T 3 |

Q=T F+ FEd qafear qu aifdd BRERE! qTedT Fehra HErers
Rl e oA F®ig | Rl FEel i) HivEe WuH! didE FRER
EIIRE i 1R 2 B Rt | o M e 7 M = R W | G B L e L A e o e R i B L M D [ )
FAEAT U FeREG | FIIA A fachi faer qar ) afard wew gy a Bl

¢ SUHEE! aA, WeTeEr Faead Fe
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TAHTAT TAEE ol THT I A fFarue® Mg | T96T dear &
TaTe® T TS AN 9 TR ege | 99 i gidaaan
AT Ud faa o i gidaadel SHeHl &3 (Scope) WddaHhl aHA
(Timing) qeATFHT Aadl T @FH@TQWT (Data Integrity) Stear foaar it &g |

MidFE HRARRT AN T, THT T, GEdbor T, FEwor qon =amear T,
foriiar faa=or T idess TR T T gFaad FEee adr SusRardeedrs aal
TETTHT GHT FEEE | AfdE FOEAH GHE HEEE gl B aHiH
YLHICATS UTH g o THRHT A T TR HITa1e g a8 @ (Wi T 9qe6rei)
S STARIT TIAT @I T, AN W, Taded T4 T THE qod T RIS
AW Fava RUHT THA YU GBI ol YUell /iH=g | a9 Joleirr
AMIF HRIARD! Tl AN (Input) & 97 o< FTaoee ua gfaage® Hid
(Output) &1 T AF FRIAHT TATY AT FeHISF | AMIFH HRIAH! oA
ETETAE g A ATAD HEAYUIA AaH SR TIAT Hdaahl 96 I
HRAREH] GBI BRG] F@IET T AWCTE Weis Aeeaqul w1 giaae o
B AF FREARAE AUHT HRAGHIEAH Aoars &g fFEre ywgqa T
e |

THTAHT FAA HBITA ATEAT ATAR THT WA BT T AT BN BIAh] Foer
TAT SATATI, ToE. T, THR HITAE THH HHET a0 @9, FREARS] @5
T Gfdaed, AFARE  FHIeAT, @A Td 9o Rl TNIdET ATdE
TAfafees cTaRdd T HEdE afde HEEe qor bg SO UF, R00E
T FEHE, 060 S FeRd TR g |

A FrfEly aa Foria ITRETIE U9, 008 o 9 G8hRe Tdhd !
G I B MR oafemr AUl HREHT A fRufd qeisy sz
2T THT Gol T AMMBUHT <T@ SHISH TR TR [aRuTers b fHaemen
TYAT YRS TTRUHT B | HRERST I geMST T [debebl ATIRAT T I5UHT
TV AT, T, G, ATFITT aTRgel T Sifehl IHAGHT GaATsUam! WM T qThr
foraRuT ¥ IV wFElgd <@ [Toui T gardn gHadrs @i @R 9T g |
TG IR b a7 qEATg AT WUHT [Far o foaor wue anfde sriemd
raf-ga o feoariies qur gerars FereE ue e fEerE am a9
T HITAT ARATIAT U 7ol B TP b @A AHTHT T 9 T
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RIEEIECREE] W(Nepal Public Sector Accounting Standard—NPSAS)éf LT
AUHIRE TG 2 |

AT GNP ST G

THN T AEAAE SAAT g AGEH FREREEH] @ Ud Tieagadls sqaedd
TN T foraaii Srs W R 8 | e AT BRI 9,
TGIH AT FdaeT YTAs 3T AU’ TS Teeg | 99T ace Usbla~c-g U,
R0 3 o MM WAl <@l aadrd T faciy Wideeaers gegaredd T s THab!
AR TG TS eFARgd a7 BT TRUHT TG T qeava=dl HefarehT adr
STEATATS <T@ (Accounting Standard) SHUHT 5 |

A FAAAE HF TG (NPSAS) WS HFAT @R T dag=ah! A
AT THRATE T d T AN] AT @I U FiaaTHT TART T A1
TETH 21 | 9T ARl TTEHT AT @Il Aaerva b qrawWdl TIaH
AT T3 FHINH QT YA i e (General Purpose financial
statements) T TEQAHH] @IHIH] HTEIT IH T@EMA TWHT G | TF @A
International Public Sector Accounting Standard %7 AT ATHTCAT AT TRATSIT
qfea fasra i &1 |

AU AT ARATGHT ! TGAEE Held: 33 qavele A g | aige;
AT TAAT EHT AIITS/AASISEEHT o WIAH! IRAT T Sedrehl T
a7 goIg TUHT AR A J9s Adoption ¥iH=eg | 3T, F=iield AIMEUE AT TI@IHTTHT
AR T IMHT AEIHA T AN ATHA g T ARHAS Wied AN T TR
STEATe Convergence H+g | WWW@H\F{ HUIUS /HIGUSHT Hed
TR W UREAT g T GRAT TTAT A AR a1 UREATS S T G | ST
AT QTS A TG TeT G TaRae qRATe T ] TRUHT <@ &7 |

AT g T BEd S Sqaed] AR 95, Y99 T TEA o dga
BT G ST cAaedIa=ehT ATaRad Hee T aids ey b
TERE G | OEREHT AN, OO, S0E a9 a0 WEHRT HRERE! ol
TEAT ATAMRA FERT @l JUTAih] RgTed TR TEa sqaedl ATiew By
TaT foriy SR@dcd FawmEedal Wl g aifdd HRuven aeeedr B

STEAEE, Qe (AT cTaeqIdT [Gh T A¥IY TS JUTiges o d
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frereE o T AT W SRd AUl dac dEhl UChRAT qHE TIAT Ada
@M @R[ T T A9 SRHRAE W 9ul § |

AT GraHE & qEMHATS SHFeAT AGeva TET gsaid] Nl T e
TAIEE 35 THRHT g1 AA1d 38 ANEE g | deel 96 qedsiy g | a&d
TE AR @ET T A Bl GRid Jaded T Ud e di-an ToHr
JEEST T [SaEE Jeor@ TR g | gt A afard aer T 0 See
B | o widdes e el 7S T, AT T AIeaTash! Afierad Ud Jidae,
e FHIAT e aad Tl 98 YRR [GeaRUeed] Al aeie adr AATdw!
Qe [aa e U 7)) | T@HAH] QI WRTAT $oa faci feroms
STARIAT FRTIT AIcAIed T THAHT AATh GATHEEHT AHT HTEAEE TN
e ooEEHr 9q Wicaled e, S, I, W g9 T ARhT (agqd
AT Yldae, el [@auaege qHEe g9 |

it widas wvardl feeme ST sgaen

AT I EE, T T T AT 1 GUIedt T 4 A a8 WA REEh|
T HIT G AT Wl | AdH wrEe qor B saw@ied U,
R0.g ¥ e, L0808 o TR TWHREE THN HIAR TAA T4, Qg+
T yidaes grargw e Femee auar wwiteeed ey T sEitee
AbwT G | AMH BT qI7 o IAEMIE U, R0 o T qrad Iy
A TLHT BT AT qAT ST, BN rIfeh] Afderd T Hidaed, afda
IMEAehT GATAT T 1T AT BT JAT I+ LB FIUHT TIAT T STaeda= T,
TA- A BT FEARIRT AT Tl ATt Gfdeas T Sear, s gema
e e, Faeaor T a9y BRiE e FEW T AIRE e,
AT FI==T YuelieeT gten T HrfEe qa) T e 98 qeterdn HaeaE
FTACIATE TaH TWHT G | TGHT AqET GF, W9 T T T T8 TFHREeH|
T faxii e TR T Yy T SERard g8a weteran Faead waiead 3
TH G |

M FHRHT A-ATad 91 Bafve Faeasr oide SieRs! g, @i,
WAL U WGt T el aeai-ad or@l oearl dfipdgeers o
R s=UH! g | fad el qEhREl @l ®REgE a7 gl Her@n e
FAIT TR T AETAEOAAHAE Tdhd T aaedl Whl g | @rgd adqr
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Tiaee HdE SFatad ¥ O SIS AdE Gohd T auiEH i T
AN RS g | e wrifaty qur i Savaiicd TN, j00s H IR YA
SUSHT () FHINH 5, T« TI71 ST TEHT AT BT qTI7 F7F GH HIae
T FRIAREEH! TS FTEAT FowblST Ay [ TAR THHT AN oIl B
AT AEAAS A @A, L08R, T THR A-TaRTgare ffd J0eq#RR R0
o Tipd T GEE dEhT GHREEHl HEAAATET TAUHT BT @
R IR e R PR R ot | A A e e | NI | e M e T £ | 2 e = 2 A 2 T B | R R
HET@IUEAHAE AP BRAGE THd We HATAdTH AZqHH g1 |

i widaer gREaw g7 o vaeE Tl faamees T e ege

B T D] @A AATT AT AT HUT T g fariiy feraeern
FHE®T Ul T T Tehihd (e, WA TRUHT Ta1 areddsd W <
TR qEATCHE [aRT & <@l Hifd q9T [Soquie®d! Galral A-areTHT FHreeT
g |

7 T Ui B FERer AR T R quw M TR T b
o Fomr wead: el FEmEr Wiy T T @i ufdae, aeed
[REIREANEE CCa I R 2 T, a9 WOTelt SieebT UaFeaT/ IR S et
Fl T T qEBTAIHT THIHT e T, T qiHd H1aH! A s fFaw,
g fevwfies T ¥ al-ad AqaEee qAEL TR R FE TR gqweg | w6t
ol foeror T ghidpd e e T g8 YPRET [@aEEd! aRAl Jood
TRuEr g1 A g FEEE G G § @ et A g B araee
WH G|

%) foclim faEwor

u3el Fafead (Controlled) Fermaa! A FRIGRTS TR AR TRUHT fH@rers
Tt faaeeT wiiveg | oear e @ear e a9l T WiE, /R S T
o o b} o o c

HebTash! M= T g AISeIdd! a0l T Habash! qhare I8 J&Tel TTLh
HMIAE ge e T T4y WHE YR g HIETSel disdl g | i
foraurr e WiH T AT fFERer qur e Wi aehe g et Faer

=\ o
AT T AT T @M qor oot greedy oq g guee grgT | 6
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AR AT BT, @, Y, e, gle, g, Wiaagd, Sake  werd, de
TTHT AR @0 FHT FHEAY AUSDT G el el Ml AFEH T @
a1 I T AHEET AEET TEEY | T E e |n gy e e
T ] T |

g) Tdhipq faciy e
Qﬁ@_cf EsiEREEI (Consolidated financial statements) 2T Eal '{dé EEARRLE
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Nepal’s Foreign Direct Investment (FDI)
Landscape: Current Trends, Primary
Challenges, and Way Forward

&5 Dr. Bindeswar Prasad Lekhak *

Abstract

Foreign Direct Investment (FDI) plays a pivotal role in driving the socio-economic
development of recipient countries. It facilitates the inflow of capital, technology, and
managerial expertise, enriching market access and generating employment
opportunities, thereby establishing itself as a cornerstone of sustainable growth. This
study aims to comprehensively analyze Nepal’s current FDI scenario by critically
examining sector-specific data and providing policy recommendations to enhance FDI
inflows in the future. Nepal’s focus on FDI began during the Sixth Plan, followed by
the enactment of the Foreign Investment and Technology Transfer Act in 1981.
According to the World Investment Report 2024, global FDI inflows declined by 2%
to USD 1.3 trillion in 2023 compared to 2022. Despite this trend, Nepal’s FDI stock
reached NPR 295.50 billion in FY 2022/23, marking an 11.8% increase from FY
2021/22. The industrial sector accounted for 59.7% of total FDI stock, followed by
the service sector at 40.3%. FDI inflows have originated from 58 countries, with India
leading at NPR 103.5 billion, followed by China at NPR 35.5 billion. However,
Nepal’s FDI-to-GDP ratio remains minimal at 0.18%, reflecting persistent challenges
in attracting foreign investments. These include policy instability, bureaucratic
inefficiencies, inadequate infrastructure and connectivity, weak economic diplomacy,
limited public-private partnerships (PPP), and a hesitant private sector. Additionally,
the absence of political commitment, unified economic agendas, and sectoral and
geographical diversification further exacerbate these challenges. To address these
barriers, the federal government must strengthen governance mechanisms, ensure
political stability, and foster a shared economic vision to boost Nepal’s FDI prospects.

* Joint Secretary, Ministry of Foreign Affairs, Government of Nepal. (Dr. Lekhak holds a PhD in
Economics from Waseda University, Tokyo, Japan, with a research focus on 'Foreign Aid
Effectiveness.' For inquiries, the author can be reached at lekhakphd2021@gmail.com)
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1. Background

Some academics define Foreign Direct Investment (FDI) as a comprehensive package
encompassing capital, advanced technology, managerial expertise, and
entrepreneurial capabilities that enable firms to establish operations and deliver goods
and services in foreign markets (Farrell, 2008; Borensztein et al., 1998). From a
theoretical perspective, FDI directly influences economic growth by facilitating
capital accumulation and integrating new inputs and foreign technologies into the host
country’s production processes, thereby enhancing productivity and overall economic
performance (Almfraji & Almsafir, 2014). The Secretary-General of UN Trade and
Development (UNCTAD), Rebeca Grynspan, emphasized that, “Investment is not just
about capital flows. It is about human potential, environmental stewardship, and the
enduring pursuit of a more equitable and sustainable world.”

These perspectives as well as emphasis underscore the significance of FDI for both
developed and developing economies. In particular, for developing economies, by
ushering in capital, cutting-edge technology, knowledge and fostering employment,
managerial expertise, and opportunities for market expansion, FDI also assumes a
pivotal role as the linchpin for sustainable growth and progress in the recipient
country.

Empirical studies have extensively employed Neoclassical and Endogenous growth
models to examine the theoretical benefits of FDI on economic growth (Almfraji &
Almsafir, 2014). A broad body of research, including contributions by many
academics - for instance, Blomstrom et al.,1994; Balasubramanyam et al., 1996;
Borensztein et al., 1998; Olofsodotter, 1998; Li & Liu, 2005; Chowdhury & Mavrotas,
2006; Agrawal & Khan, 2011; Umoh et al., 2012 - have demonstrated a significantly
positive relationship between FDI and economic growth in host countries.

Against these contexts, the primary objective of this study is to review and analyze
the current FDI inflow in Nepal from multiple perspectives, including sector-wise and
country-wise trends. The study further aims to examine the major challenges in
attracting FDI to Nepal and suggest policy measures and recommendations for the
way forward. This study serves as a valuable resource for individuals seeking insights
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into Nepal’s FDI landscape and is particularly beneficial for people competing for
various examinations and posts.

2. Key Drivers for Attracting FDI

Various determinants influence the attraction of FDI in host countries. Gilmore et al.
(2003), for example, highlighted eight factors influencing the choice of host country
for FDI. These factors are: knowledge and experience of the foreign market; size and
growth of the foreign market; government emphasis on FDI and financial incentives;
economic policy; transportation, material, and labor costs; availability of resources;
technology; and political stability.

Dunning’s (1993) OLI paradigm highlighted that investors choose and decide FDI
based on three key determinants: O (Ownership advantages), L (Location
advantages), and I (Internalization advantages). This means that the presence of these
factors helps attract more FDI to recipient countries. Similarly, Valerija Botri¢ and
Lorena Skufli¢ (2005) identified the main determinants of FDI, which can be grouped
into three broad categories: 1) the economic policy of the host country, 2) economic
performance, and 3) the attractiveness of the national economy.

Kurtishi-Kastrati (2013, p. 64) points out that the primary motivation for investors
engaging in FDI is to acquire: “Better access to markets — nationally, regionally, and
globally; Competitive labor costs and productivity as well as skills availability;
Access to raw materials at a competitive cost; Acceptable risk, linked to a supportive
policy environment and with essential infrastructure (utilities, telecommunications,
and transport).”

In 2016, UNCTAD published its Global Action Menu for Investment Facilitation,
outlining 10 action lines to enhance FDI attraction. These include promoting
accessibility and transparency in investment policies, designating a lead agency or
focal point as an investment facilitator, improving the efficiency of investment
administrative procedures, and so on (UNCTAD WIR, 2024, p.111).

In conclusion, FDI at a unified level is influenced by factors such as the size and
potential growth of the national economy, the availability of natural resource
endowments, the quality of the workforce, openness to international trade, access to
global markets, and the quality of physical, financial, and technological infrastructure.
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3. FDI Inflows: A Global Perspective

The World Investment Report 2024 (Table 1) highlighted that global FDI inflows
declined by 2% in 2023, falling to USD 1.332 trillion from USD 1.356 trillion in 2022.
This contraction reflects the impact of a challenging global economic environment
characterized by a slowdown in growth and heightened geopolitical tensions causing
supply constraints. Despite this decline, there remains an uneven distribution of FDI
performance across regions, with developed economies showing notable resilience
while developing economies experienced setbacks.

FDI inflows to developed economies (Table 1) increased by 9%, rising from USD 426
billion in 2022 to USD 464 billion in 2023. This growth indicates a recovery in
investor confidence, particularly in stable markets, as these economies accounted for
35% of global FDI inflows. In contrast, developing economies (Table 1), which
represented 65% of total global inflows, witnessed a decline of 7%, with FDI inflows
dropping from USD 930 billion in 2022 to USD 867 billion in 2023. The downward
trend underscores the vulnerabilities of these economies in the face of global
uncertainties, exacerbated by infrastructure deficits and economic policy challenges.

Table 1: FDI Inflows Trends in Regions (USD Billions)

Region Year 2023 Year 2022 Percentage Change
Entire World
World USD 1332 USD 1356 -2%

Developed and Developing Economies

Developed Economies USD 464 USD 426 +9%

Developing Economies USD 867 USD 930 -7%
Africa

Africa USD 53 USD 54 -3%

North Africa USD 13 USD 15 -12%

West Africa USD 13 USD 13 -1%

Central Africa USD 6 USD 7 -17%
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East Africa USD 11 USD 12 -3%
Southern Africa USD 9 USD 7 +22%

Latin America and the Caribbean

Latin America and the USD 193 USD 196 -1%
Caribbean

South America USD 143 USD 146 -2%

Central America USD 47 USD 46 +1%
Caribbean USD 4 USD 4 +4

Asia

Asia USD 621 USD 678 -8%

East Asia USD 286 USD 315 -9%

South-East Asia USD 226 USD 223 +1%

South Asia USD 36 USD 58 -37%
West Asia USD 65 USD 72 -9%

Central Asia USD 7 USD 10 -27%

Special Categories (Structurally Weak, Vulnerable and Small Economies)

Least Developed USD 31 USD 27 +17%
Countries
Landlocked Developing USD 24 USD 24 +3%
Countries
Small Island Developing USD 8 USD 7 +15%
States

(Source: Data from https://unctad.org/publication/world-investment-report-2024 and Table Prepared by Author)

A comparison with the top 20 FDI inflow recipients (Figure 1) reveals mixed results,
as more than half of these recipients, including the United States, China, France,
Australia, and Japan, experienced a declining trend in FDI inflows.
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Figure 1: FDI Inflows in Top 20 Recipients’ Economies (USD Billions)
FDI INFLOWS IN TOP 20 RECIPIENTS ECONOMIES
(USD BILLIONS)
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(Source: Date from WIR, 2024, p.9, UNCTAD & Figure Prepared by Author)

A quick comparison of regional trends (Table 1) in developing economies, Asia
remained the largest recipient of FDI; however, inflows fell by 8% to USD 621 billion
in 2023, compared to USD 678 billion in 2022. Africa witnessed a 3% decline in FDI
inflows, with investments falling to USD 53 billion in 2023 from USD 54 billion in
2022. In Latin America and the Caribbean, overall FDI inflows decreased marginally
by 1%, falling to USD 193 billion in the same period.

Once performance in special categories was analyzed, among least developed
countries (LDCs), FDI inflows grew by 17%, reaching USD 31 billion in 2023.
Similarly, landlocked developing countries (LLDCs) recorded a 3% increase,
maintaining inflows of USD 24 billion, signaling steady investment in challenging
geographies. Notably, small island developing states experienced a 15% growth,
reaching USD 8 billion, underscoring the potential for niche investment opportunities
in these regions. The global decline in FDI inflows in 2023 reflects significant
economic and geopolitical headwinds.
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4. FDI in Nepal
4.1 Current Scenario

Nepal’s emphasis on attracting FDI was initiated during the Sixth Plan, subsequently
marked by the enactment of the Foreign Investment and Technology Transfer Act in
1981. The statistics indicate a steady growth in Nepal’s FDI stock over recent years.
Total FDI stock increased from NPR 198.52 billion in 2020 to NPR 295.50 billion in
2023, representing a cumulative growth of approximately 48.8% during this period.
Specifically, FDI stock increased by 11.8% in FY2022/23 compared to FY2021/22.
This upward trend underscores Nepal’s gradual progress and improved performance
in attracting foreign investments.

A sector-wise comparison of FDI stock reveals that the industrial sector holds the
largest share, accounting for 59.7% of the total FDI stock, followed by the service
sector with 40.3% in 2023. Nepal has been receiving FDI from 58 countries, with
India ranking as the largest investor, contributing NPR 103.5 billion in 2023. China
follows with NPR 35.5 billion, Ireland with NPR 22.6 billion, Australia with NPR
19.1 billion, and Singapore with NPR 18.8 billion.

The majority of Indian FDI stock is directed toward three sectors: manufacturing (38.4
percent), electricity, gas, steam, and air conditioning (34.5 percent), and financial and
insurance services (20.6 percent). China’s FDI stock is primarily concentrated in
electricity, gas, steam, and air conditioning (77.6 percent), followed by the
manufacturing sector (38 percent). When comparing the trend of FDI stock province-
wise, Bagmati Province holds the highest share of FDI stock.

4.2- Critical Analysis

Inconsistencies in Nepal’s FDI Attractiveness: Figure 2 illustrates a fluctuating
trend in net FDI inflows in Nepal over the years. While inflows of FDI remained
relatively stable at a high level, with NPR 19.5 billion recorded in both FY2019/20
and FY2020/21, it experienced a sharp decline to NPR 6 billion in FY2022/23,
representing a 67.9% decrease compared to FY2021/22. This significant contraction
highlights inconsistencies in Nepal’s FDI attractiveness, potentially driven by policy
instability, economic challenges, and global factors.
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Figure 2: Net FDI Inflows in Nepal
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(Source: Data collected from NRB Survey Report on FDI, 2024, p.6, figure prepared by Author)

Approved vs. Actual Perspective: A comparison of Nepal’s FDI inflows from the
approved versus actual net FDI inflow perspective reveals a significant gap. Statistics
indicate that the actual net FDI inflow accounted for only around 35.0% of the total
approved FDI between FY1995/96 and FY2022/23. This highlights that a substantial
portion of intended investments does not materialize in Nepal, coupled with notable
time lags between approval and actual investment.

Sector-wise Perspective: The lack of sector-wise diversification remains a significant
challenge in Nepal’s current FDI landscape. An analysis of FDI stock by sector in
2023 reveals that a few sectors dominate the inflows. For instance, Electricity, Gas,
Steam, and Air Conditioning account for 30% of the total FDI stock, followed by
Manufacturing at 29.4% and Financial and Insurance Services at 26%. In contrast,
other sectors receive minimal FDI, such as Agriculture, Forestry, and Fishing (0.1%),
Mining and Quarrying (0.01%), Construction (0.3%), and Human Health and Social
Work (0.4%). This pattern underscores Nepal’s limited sectoral diversification, with
FDI heavily concentrated in the industrial and service sectors, while the agricultural
sector remains significantly underdeveloped in attracting foreign investments.

Country-wise Perspective: The lack of country-wise diversification is another
challenge in Nepal’s FDI pattern. In terms of stock, India and China hold the first and
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second positions, respectively, with India contributing 35.0% and China contributing
12.0% of the total FDI stock. Contributions from other advanced economies are
minimal, such as Ireland (7.7%), Singapore (6.4%), Australia (6.4%), and Japan
(0.67%). This indicates that Nepal’s FDI inflow is not well-diversified, with limited
contributions from advanced economies.

Region-wise Perspective: Another issue with Nepal’s FDI pattern is its lack of
inclusivity. For example, Bagmati Province holds a significant share of FDI stock
(59.7%), while the provinces of Lumbini, Sudur Paschim, and Karnali account for
only a nominal share, each representing less than one percent.

FDI-to-GDP Ratio Perspective: Nepal’s FDI as a percentage of Gross Domestic
Product (GDP) has remained relatively low in recent years. In 2023, the FDI-to-GDP
ratio was 0.18%, reflecting a slight increase from 0.16% in 2022. Historically, this
ratio has fluctuated, peaking at 0.68% in 2017 and reaching a low of -0.1% in 2002.
In comparison to advanced economies, the disparity is striking. For instance, in 2023,
the United States reported an inward FDI position equivalent to 20.0% of its GDP,
while Singapore’s net FDI inflow accounted for nearly 35% of its GDP. These figures
underscore that Nepal’s FDI-to-GDP ratio remains modest when compared to global
averages.

South Asian Perspective: Compared to other South Asian countries, Nepal’s position
in FDI inflow is notably weak. In 2023, Nepal received FDI inflows of only USD 0.1
billion, whereas India, Bangladesh, and Pakistan attracted USD 28.2 billion, USD 3.0
billion, and USD 1.8 billion, respectively. This disparity highlights concerns about
Nepal’s FDI pattern and its ability to compete regionally in attracting foreign
investment.

Nepal’s FDI pattern raises critical questions. For example, is the country grappling
with policy gaps, institutional shortcomings, a lack of international treaties and
connectivity networks, or insufficient engagement with global governance
frameworks to attract and mobilize FDI effectively? These questions challenge call
on politicians, government officials, academics, the private sector, and civil society to
identify and address these issues comprehensively.

5. Key Strengths of Nepal’s FDI Landscape

An analysis from policy, institutional, governance, and private sector perspectives
highlights several opportunities for enhancing Nepal’s FDI mechanism and pattern.
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Policy Perspective: From a policy perspective, several positive aspects emerge. For
example, Article 51(d) of the Constitution of Nepal, which outlines policies related to
the economy, industry, and commerce, emphasizes the role of the ‘public, private, and
cooperative’ sectors in enhancing the national economy, in line with the Three Pillars
Economic Policy. Article 51(d) also highlights that foreign capital and technological
investments will be pursued in the national interest, with a focus on import
substitution, export promotion, and infrastructure development (Lekhak, 2024).

Similarly, the Foreign Investment and Technology Transfer Act, 2019 (FITTA); the
Public-Private Partnership and Investment Act, 2019; the Industrial Enterprises Act,
2020; the Foreign Investment Policy, 2015; and the Nepal Rastra Bank Foreign
Investment and Foreign Loan Management By-law, 2021 (Third Amendment)
collectively advocate for and facilitate the attraction of FDI in Nepal (Lekhak, 2024).
These frameworks indicate that Nepal has a robust policy foundation for attracting
foreign investment.

Institutional Perspective: From an institutional perspective, various entities,
including the Ministry of Industry, Commerce and Supplies; the Ministry of Finance;
the Ministry of Foreign Affairs; Nepal Rastra Bank; the Investment Board Nepal; and
other institutions such as the One-Stop Service Centre (OSSC) and the Special
Economic Zone Authority, play a crucial role in supporting FDI attraction.
Additionally, Nepal’s network of seven Consulates General, three Permanent
Missions to the United Nations, and 30 Embassies in different countries further
strengthens its institutional framework for facilitating foreign investment. The
Government of Nepal (GoN) regularly organizes Nepal Investment Summits, with the
most recent held in 2024 (Lekhak, 2024).

Global Governance Perspective: Similarly, an analysis of Nepal’s international
commitments, treaties, and obligations reveals several positive aspects. For instance,
Nepal is a member of the World Trade Organization (WTO) and has signed Double
Taxation Avoidance Agreements (DTAAs) with eleven countries and Bilateral
Investment Promotion and Protection Agreements (BIPPAs) with six countries. Nepal
is also an active member of the World Bank Group, including the Multilateral
Investment Guarantee Agency (MIGA). Furthermore, Nepal participates in various
global governance forums, including the United Nations (UN), World Bank Group
and the International Monetary Fund (IMF), Asian Development Bank (ADB), Belt
and Road Initiative (BRI), Asian Infrastructure Investment Bank (AIIB), Bay of
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Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation
(BIMSTEC), and South Asian Free Trade Area (SAFTA). Nepal is also a signatory to
the UN Convention on the Law of the Sea (UNCLOS) 1982 (Lekhak, 2024).

Additionally, Nepal has established a Treaty of Transit and a Rail Services Agreement
with India and a Transit Transport Agreement with China. The country is highly
committed to regional and international connectivity initiatives, such as the Trans-
Himalayan Multi-Dimensional Connectivity Network, the Asian Highway and Trans-
Asian Railway projects, and the Bangladesh, Bhutan, India, Nepal (BBIN) Initiative.
These treaties and initiatives indicate that Nepal has substantial opportunities for
enhancing transit and connectivity (Lekhak, 2024).

Incentives Perspective: The GoN has implemented several incentives to attract FDI
across various sectors. Notable measures include Automatic Route for Foreign
Investment:- Nepal permits foreign investments of up to NPR 500 million in seven
industrial sectors through an automatic route, streamlining the approval process and
reducing bureaucratic hurdles for investors. Waiver of Minimum Investment
Threshold in the IT Sector: Recognizing the potential of the Information Technology
sector, Nepal has waived the previous minimum foreign investment threshold of NPR
20 million, allowing for smaller-scale investments and encouraging startups and
innovation in the IT industry. Tax Incentives and Exemptions: The Industrial
Enterprises Act offers lucrative incentives with attractive tax exemptions, including
reduced rates and exemptions in certain cases, to encourage foreign investment. These
incentives reflect Nepal’s commitment to creating a conducive environment for
foreign investors, fostering economic growth, and integrating into the global
economy.

Despite the presence of instrumental mechanisms, why does Nepal lag behind in
attracting FDI at a sufficient level? Several factors contribute to this challenge.
Foreign investors thoroughly assess various aspects of a target country before making
investment decisions. These include the political leadership’s commitment and the
presence of common economic agendas among political leaders, levels of corruption,
voice and accountability, adherence to the rule of law, government effectiveness, and
regulatory control.

Furthermore, investors evaluate factors such as the availability and quality of human
capital, policy stability, policy harmonization and coherence, labor union issues, trade
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facilitation and connectivity, bureaucratic efficiency, private sector willingness and
coordination, infrastructure development, geopolitical dynamics, market size, export
potential of production goods, the soundness of the banking and financial sector, and
ease of doing business indicators.

As highlighted in the ‘Key Drivers for Attracting FDI’ section, these considerations
are also emphasized by academics and organizations like UNCTAD, underscoring
their critical importance for attracting foreign investment.

6. Major Challenges and Problems

An analysis from policy, institutional, governance, and private sector perspectives
reveals several factors that hinder Nepal’s FDI mechanism.

Policy Perspective: From a policy perspective, it shows that some policy provisions
are creating problems for a smooth and conducive investment-friendly environment
in Nepal. For example, the statement of the Chief of Army Staff regarding the
construction progress of the Kathmandu-Terai Fast Track in December 2023 in the
‘State Affairs and Good Governance Committee’ of the Federal Parliament also
indicated that way. Another example is the private sector of Nepal, which
recommended that the GoN repeal five existing laws, amend 18 others, and introduce
three new laws during the preparation phase of the 3rd Nepal Investment Summit
(NIS) held in 2024. Frankly speaking, decade-long formulated various acts have not
recognized the model aspect of an investment, for instance, the National Parks and
Wildlife Conservation Act, 1973; Lands Act, 1964; Land Acquisition Act, 1977.

Policy instability remains a significant concern for foreign investors in Nepal. For
example, in May 2022, Nepal raised the minimum FDI threshold from NPR 5 million
to NPR 50 million. However, by October 2022, this threshold was reduced to NPR 20
million, reflecting inconsistent policy decisions. Similarly, questions have been raised
about the sustainability of various incentive policies introduced by the government in
the trade, finance, services, industry, and commerce sectors (Lekhak, 2024).

Institutional Perspective: From an institutional perspective, several challenges
hinder Nepal’s ability to establish a conducive FDI inflow pattern. These include the
underperformance of the One-Stop Service Centre, insufficient dry ports and
integrated check posts, and the lack of well-equipped Special Economic Zones.
Additionally, weak economic diplomacy, limited presence and effectiveness in global
investment platforms, and inadequate coordination, cooperation, and partnerships
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among various sectors and agencies exacerbate these issues. Furthermore, Nepal’s
reliance on India-based transit connectivity and limited connectivity with Chinese
borders pose significant obstacles to attracting and sustaining foreign investment
(Lekhak, 2024).

Governance Perspective: Nepal’s governance challenges continue to impede its
ability to attract FDI. According to Transparency International’s 2023 Corruption
Perceptions Index, Nepal ranks 108th out of 180 countries, with a score of 35,
indicating persistent corruption issues. The World Bank’s Worldwide Governance
Indicators for 2023 further highlight these concerns. For instance, 1) Government
Effectiveness: Nepal holds a percentile rank of 21.7%, reflecting challenges in public
service quality and policy implementation. 2) Control of Corruption: The country
has a percentile rank of 33.96%, underscoring ongoing struggles with corruption. 3)
Rule of Law: Nepal’s percentile rank stands at 34.91%, indicating issues with legal
frameworks and enforcement. And 4) Voice and Accountability: On a positive note,
Nepal achieves a percentile rank of 46.08%, suggesting moderate progress in political
freedoms and civil liberties.

Likewise, according to the Doing Business Report of the World Bank, Nepal ranks in
94th place, with a 63.2 score in 2020 out of 190 countries. The report indicates that
Nepal made starting a business more difficult by requiring in-person follow-up. Nepal
ranks 135 on the Starting a Business Index with 81.7 scores. Furthermore, the report
indicates that investors must cross at least eight procedures and need 22.5 days to start
a new business in Nepal. The Paying Taxes index side Nepal holds 175 ranks with a
47.1 score in 2020, and investors have to spend 377 hours per year to complete tax
pay, and the total tax and contribution rate is 41.8 percent of profit. These indicators
reveal that, despite some improvements, Nepal’s governance environment poses
significant challenges to enhancing its attractiveness to foreign investors.

Private Sector Perspective: The Nepalese private sector is not without its
shortcomings, as it often prioritizes profit over fostering a cooperative culture and
adhering to corporate ethics. Additionally, a narrow-minded approach to welcoming
foreign investment has contributed to challenges in Nepal’s FDI journey. For
example, in 2021, the private sector strongly opposed the government’s decision to
allow FDI in the agricultural sector, as demonstrated in the case of Amul, the Indian
dairy industry (Lekhak, 2024).
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Political Perspective: It is evident that Nepal lacks a long-term, clear, and unified
national economic agenda among its political parties. These parties hold diverse views
regarding the economic direction of the country, creating uncertainty for foreign
investors. Additionally, frequent change of government remains a significant
challenge in this regard.

Other: Among these factors, lack of sufficient raw material availability, widespread
labor union challenges, and deficiencies in accountability, responsibility, and
transparency across various mechanisms are key issues. Additionally, the poor state
of startups, weak public-private partnerships, geographical constraints, lack of export
diversification, insufficient advocacy for Nepal’s available dividends (such as peace,
demographics, and democracy), underutilization of the Non-Resident Nepali (NRN)
community, and ineffective project management all contribute, directly or indirectly,
to hindering Nepal’s FDI patterns.

7. International Exemplars, Conclusions, and Policy Implications
7.1 International Exemplars

Nepal can draw valuable lessons from the successful strategies implemented by other
nations to attract FDI. For instance, Singapore has become a global leader in attracting
FDI through a combination of strategic initiatives. Its geographic location at the
crossroads of major shipping routes provides a significant advantage, making it a hub
for regional and international trade. Furthermore, Singapore’s world-class
infrastructure ensures seamless operations for businesses. The nation also maintains a
highly competitive tax regime, offering tax incentives and favorable loan conditions
to encourage foreign investment. Coupled with political stability, transparent
governance, and a low-corruption environment, Singapore has cultivated a secure and
attractive investment destination. Additionally, its government employs proactive
investment promotion strategies, utilizing tax benefits as a tool to anchor foreign
businesses in the country.

The United States is another leading destination for FDI, employing diverse strategies
to sustain its position. Its open markets and favorable investment climate provide
opportunities across various industries, making it an attractive option for foreign
investors. Strategic initiatives, such as the SelectUSA program, equip local
communities with resources to develop effective FDI attraction and export promotion
strategies. Moreover, at the state and local levels, authorities actively engage with
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foreign businesses by offering administrative and operational support, which
strengthens ties and encourages sustained investment. This multi-level approach
ensures the U.S. remains a preferred FDI destination globally.

By learning from these international exemplars, Nepal can adopt tailored strategies to
improve its FDI landscape and attract greater foreign investment.

7.2- Conclusions and Policy Implications

FDI serves as a vital financial instrument for fostering socio-economic development
in developing economies like Nepal. Nepal’s FDI performance presents a mixed
picture. While net FDI inflows saw a sharp decline of 67.9% in FY 2022/23 compared
to FY 2021/22, total FDI stock demonstrated an 11.8% growth over the same period.
A deeper analysis reveals critical challenges, including limited sectoral and country-
wise diversification, a significant gap between approved and actual FDI inflows, and
a low FDI-to-GDP ratio. Institutional and structural weaknesses —such as policy
instability, inadequate infrastructure, inefficient governance, weak economic
diplomacy, and a hesitant private sector—have hindered FDI attraction, despite
notable government efforts. Recent initiatives, including Nepal’s country rating of
BB- (Fitch Ratings) and the organization of the third Nepal Investment Summit in
2024, have created further opportunities to enhance the FDI landscape. Additionally,
the GoN has amended long-standing legislation, such as the Land Act and the National
Park and Wildlife Conservation Act, to improve the investment climate. However,
these efforts have yet to translate into significant FDI inflows.

Elevating Nepal's socio-economic standing by attracting heightened FDI is the central
imperative in the prevailing landscape. In response, nuanced policy measures must be
strategically deployed across multifarious sectors.

GoN Side: In pursuit of advancing Nepal's governance landscape, the GoN has
strategically undertaken a comprehensive array of initiatives. These encompass a
targeted focus on curbing corruption, fortifying voice and accountability mechanisms,
instilling regulatory resilience, and enforcing the rule of law across diverse sectors.
Concurrently, the GoN recognizes the imperative of sustaining policy stability for
trade and investment incentives.

Beyond these measures, the government places a premium on elevating economic
diplomacy, leveraging the global influence of the NRN community, fostering dynamic
public-private partnerships, automating tax and customs systems, mitigating trade
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union challenges, and implementing robust project management systems.
Collectively, these initiatives serve to fortify Nepal's FDI mechanism (Lekhak, 2024).

The GoN adopts a holistic strategy within the infrastructure and connectivity domain.
This involves optimizing internal road networks for year-round accessibility, ensuring
a reliable power supply, and negotiating with India for access to additional seaports
such as Dhamra Port in Odisha and Mundra Port in Gujarat. Concurrently, urging
India to expedite cross-border rail link projects, including New Jalpaiguri-
Kakarbhitta, Nautanwa-Bhairahawa, and Nepalgunj Road-Nepalgunj, is paramount.
Moreover, a strategic focus on enhancing connectivity with China and fortifying
border infrastructures is pivotal to solidifying Nepal's land link (Lekhak, 2024).

To amplify Nepal's global presence, the government strategically positions itself
within key global governance forums, such as the UN and LDCs, deploying
sophisticated advocacy strategies. These meticulously crafted policy measures
collectively propel Nepal's FDI scenario towards a transformative epoch.

The GoN has already organized three Nepal Investment Summits (NIS), significant
events designed to attract global investors. However, it is important to acknowledge
that the NIS is not a standalone solution but rather a platform to encourage FDI in
Nepal. Therefore, the GoN must effectively communicate a clear message to
investors, emphasizing that Nepal does not face any policy, institutional, or global
governance gaps that would hinder the inflow of FDI.

Furthermore, the GoN must articulate a compelling case for Nepal as the premier and
most suitable destination for investment, emphasizing various dividend perspectives
such as peace, geography, democracy, diplomacy, resources, and the diaspora.
Effectively communicating these strengths will be essential in positioning Nepal as
an attractive investment prospect.

Building on these efforts, the GoN efforts should be directed towards diversifying
Nepal's FDI pattern across countries, moving beyond its current reliance on India and
China. Engaging with advanced economies and encouraging their investment in Nepal
will enhance diversification and bring valuable technology, knowledge, and market
expansion.

The GoN actively promotes sectoral diversification, encouraging investors to
prioritize high-potential sectors such as services, agriculture, mining and quarrying,
construction, healthcare, and social work. Additionally, the GoN should foster
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inclusive growth at the provincial level by introducing targeted incentives for
investors focusing on low Human Development Index (HDI) provinces, including
Karnali, Sudurpaschim, and Madhesh. Furthermore, the GoN must address the
disparity between approved FDI commitments and actual net inflows by ensuring that
investors fulfill their commitments in a timely and coordinated manner, in line with
the agreements established during the approval process.

Political side: Although the commitment of Nepal’s political parties towards
fortifying the nation's economic framework is indisputable, the exigencies of the
current era demand a unified, comprehensive, and enduring economic agenda to
propel the country steadfastly forward.

Private Sector Side: Simultaneously, Nepal's private sector is tasked with a
transformative journey toward a more resilient corporate culture, fostering symbiotic
relationships with global investors to magnetize augmented FDI. Furthermore, the
private sector is urged to proactively furnish the GoN with judicious suggestions and
timely feedback, thereby underscoring an unwavering commitment to propel Nepal's
economy into uncharted realms of prosperity.

Civil Society Side: In parallel, civil society must transcend traditional roles, assuming
the mantle of an astute watchdog, articulate advocate, and vigilant whistle-blower.

Last but not least, a collaborative approach involving the government, political
leadership, private sector, and civil society is imperative to unlock Nepal’s FDI
potential. By fostering robust governance, policy stability, strategic infrastructure
development, and inclusive provincial growth, Nepal can position itself as a prime
investment destination. Complementing these efforts with a unified economic vision
and proactive engagement with global investors will create a transformative pathway
for sustainable economic prosperity.
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Key Partners and Stakeholders of a Supreme
Audit Institution: An Appraisal

&5 Ram Babu Nepal *

Supreme audit institutions (SAlIs) have untapped potential to help governments meet
these challenges and can provide critical evidence to inform what works and what
does not in public governance. Independent and professional SAls are traditionally
known and trusted for holding government to account for the use of public resources.
However, their activities have evolved over recent decades to provide a broader, more
cross-cutting view of how processes and programs function across government.

Supreme Audit Institutions and Good Governance: Oversight, Insight and Foresight
OECD

Introduction

Public institutions are established with specific mandate and objectives. They
influence public life and system significantly. They need to identify their key partners
and stakeholders, understand their needs, expectations and establish cooperation with
them to promote mutual trust, respect and to achieve effectiveness. Genuine
appreciation of their respective roles and responsibilities supports in bridging the gap
between expectation and performance. Partners must have similar objectives to work
closely or together. Stakeholder may a person or group of persons or their organization
which have interest on some issue or may be influenced by specific decision/action.
Stakeholders are concerned with the effect on their lives and future from a specific
decision. Stakeholders may be internal or external. Internal stakeholders may be
employees, shareholders and external shareholders may be diverse group of people
and their organizations. Any public institution must understand the concerns, motives
and expectations of partners and stakeholders to make their performance results
oriented and to make impact on society.

* Former Assistant Auditor General and Patron and Patron, Ram Babu — Gyanu Social Service
Award Fund
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In a democratic polity, and independent, impartial and objective Supreme Audit
Institution (SAI) is considered an asset. It plays a significant role in building trust on
public institutions through promoting transparency and accountability, fiscal
discipline, preventing waste, misuse and raising awareness on public sector operation
and performance. The major benefits of a SAI can be as follows:

= encourages compliance with established procedures;

= supports the prevention of errors, frauds, and uneven ways of handling
transactions that eventually promotes consistency;

=  ensures the credibility of financial and performance reports;
= promotes accountability and transparency;
= supports securing confidence in government and the role of SAI;

= supports holding public officials responsible for their decisions by providing
sufficient, relevant and reliable evidence;

= makes public officials alert in using public resources and making decisions; and

= provides useful and relevant information that can be used to make an informed
decision to achieve planned results and allocate resources more efficiently.

A SAI aims to promote compliance with rules and procedures, policies and programs,
economical, efficient, effective and ethical use of public funds and a sound public
financial management system. ‘SAls serve this aim as important pillars of their
national democratic systems and governance mechanisms and play an important role
in enhancing public-sector administration by emphasizing the principles of
transparency, accountability, governance, and performance.’! Its major functions are
to:

= audit financial and other operations in an objective, professional, and impartial
manner;

= provide recommendations to promote propriety, economy, efficiency and
effectiveness;

= ensure objectivity and independence in the delivery of its mandate; and

=  communicate the results of its work to the stakeholders through its reports;

' Fundamental Principles of Public Sector Auditing, ISSAI 100, 2019, p. 10
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As a public institution, a SAI also needs to identify and understand their roles and
concerns.

Diagram 1 - Key Partners and Stakeholders of a SAI

Society |Planners, Policy
Analysts and
Researchers

Legislature

(Parliament) General Public

Key partners
Executive and stakeholders
of a SAI

Professional
Organizations

(a) Executive — It implies administrators, chief executive officers (CEOs) and project
managers who lead audit entities. Their perception on the role of SAI, its report and
recommendations make significant impact in the effectiveness of audit. More
importantly, the audit has less chance of being able to demonstrate the value of its
work without the active cooperation of executives. The effectiveness of audit is
assessed in terms of the implementation of its recommendations and positive change
it can bring in the management systems and this can happen mainly through the
support of executives. A SAI should constantly endeavor to make its service
responsive, client friendly. Executives can support a SAI from a number of ways
including:

=  providing information requested by auditors on time;

= cooperating in identifying the issues that have high risks and need specific
attention;

= responding to audit findings/observations and recommendations objectively on
time and with positive attitude to minimize misunderstanding;

= giving due attention in implementing audit recommendations;
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= discussing organizational and performance issues, challenges, plans, policies and
their implementation with auditor openly; and

= promoting an organization culture that recognizes audit as a partner for
improving management systems and achieving the organization’s objectives
rather than a burden.

The efficiency of an audit (timely completion and adequate coverage of relevant
issues) is largely influenced by the accuracy and relevance of financial and
performance information furnished by executives. ‘It is the responsibility of the
audited entity to develop adequate internal control systems to protect its resources. It
is not the auditor's responsibility. It is also the obligation of the audited entity to ensure
that applicable statutes and regulations are complied with, and that probity and
propriety are observed in decision making. However, this does not relieve the auditor
from submitting proposals and recommendations to audited entity where controls are
found to be inadequate or missing.’> A SAI is required to examine and evaluate
government operations although it may be managed well and in compliance with
established standards and good practices. This basic fact needs to be understood by
the executive to establish a congenial professional relationship.

(b) Legislature — As the institution of elected representatives, the legislature
(Parliament) plays an important role in protecting public interests and exercises
controlling authority. “Legislatures perform three functions — representative,
legislative and oversight. They represent the will of the people, which is the legitimate
source of authority in democratic countries. They perform a legislative function
because, in addition to introducing legislation on their own, they have the power to
amend, approve or reject government bills. And they perform an oversight, ensuring
that governments implement policies and programs in accordance with the wishes and
intent of the legislature. They undertake this oversight function in two ways: they
oversee the preparation of a policy (ex ante oversight) or can oversee the execution
and the implementation of a given policy (ex post oversight).”® The objectives of
government auditing have two main aspects i.e., to support executives in ensuring
compliance, accuracy, integrity in the management of public resources, and to provide
credible information on the performance of executives to enable and facilitate

2 INTOSAI Auditing Standards, 1992 — paragraph 31
3 Rick Stapenhurst , Vinod Sahgal and William Woodley and Ricardo Pelizzo — Scrutinizing Public Expenditures:
Assessing the Performance of Public Accounts Committees, World Bank Policy Research Working Paper, 2005,

p.2
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parliamentary control and oversight role. SAI is considered as a non-political arm of
Parliament. Highlighting the need of cooperation between Parliament and SAI, it is
said that “Supreme audit institutions and parliaments are the two most important
players for holding governments to account for the use of public funds. Parliaments
do not usually have the capacity or expertise to scrutinize the use of public funds by
the government themselves. They rely on the objective and professional view of the
SAI to provide them with assurance and information about the reliability of financial

reports and the use of public resources.”™

Accountability in the public sector can be ensured properly when people’s
representatives are in a position to ask right questions to the ministers and public
officials on various aspects of their performance, the adequacy and appropriateness of
the results achieved. “In parliamentary systems, the government governs and the
Parliament ensures that the government is governing well. When governments avoid
parliamentary controls, or when governments consider parliamentary controls merely
as obstacles to effective government action, they misunderstand the principle of
parliamentary oversight.” In the Westminster model, Parliament relies on SAI on
matters of public accounts through which it can exercise its oversight authority
effectively. “Closer cooperation between the auditors, both internal and external, and
the legislators has the potential to increase accountability and strengthen the capacity
of the law-makers to exercise their oversight functions more effectively and
confidently.”® The capacity to logically analyze achievements, financial results (costs
and revenues), efficiency and performance is critical to make oversight role effective.
A SAI supports the Parliament on these matters using its expertise. The Parliament
and its committees normally review performance to determine whether:

a. the objectives, targets and the costs of the programs were reasonable;
b. programs/projects were capable to deliver the planned outputs/benefits;

c. the contribution of programs/projects in achieving results were properly
explained;

Developing Effective Working Relationships between Supreme Audit Institutions and Parliaments, SIGMA
Paper No. 14, OECD, 2017, p. 3

Dr. Rick Stapenhurst and Mr. Riccardo Pelizzo — A Critical Institution for Parliamentary Oversight, The
Parliamentarian 2007, Issue Two, p. 133

¢ Auditing for Social Change — A Strategy for Citizen Engagement in Public Sector Accountability, UN DESA,
2005, page XIV
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d. the benefits were delivered efficiently and in cost-effective manner;

e. the information furnished were relevant and sufficient to evaluate performance;
and

f.  lessons learned were used to improve policy making, planning and performance.

The reports of a SAI are normally tabled in the Parliament. Sound and professional
working relationship between SAI and Public Accounts Committee (PAC) contributes
in promoting financial discipline and accountability. A multiparty bipartisan PAC or
multiple committees review those reports, seek clarifications from the concerned
executives, assess their response and come to conclusion and prepare reports which
are forwarded to the full house of the Parliament for endorsement. ‘PACs, first
instituted in the United Kingdom by the resolution of the House of Commons in 1861,
are now common in countries throughout the Commonwealth — and increasingly, in
non-Commonwealth countries too.”” The success of the PAC depends to a large extent
on how it is institutionalized i.e., mandate and authority, processes, competence
including the behaviour of its members and functioning style. The PAC members must
act in a nonpartisan fashion, focus on the implementation of public policies,
programmes and the delivery of services and accountability for performance and
stewardship and always strive for consensus. It should be given the power to verify
whether executive undertook concrete steps to implement its recommendations.

The report issued as a result of the scrutiny of the PAC generally contains comments,
advice and recommendations. The assessment of accountability and transparency
becomes easy with the audit report as starting point because it provides evidence-
based information on the process and results of operations. The effectiveness of
auditing largely depends on the approach of Parliament on audit reports. It is the
obligation of the legislature to carefully examine and evaluate auditor's report and to
instruct government to take corrective actions. It is widely accepted that the value
given to the report of the SAI largely determines the significance of auditing. The
PAC can support a SAI and to benefit from its services mainly by:

=  Holding deliberations on audit reports in time to ensure the relevance of the
points highlighted;

7 Dr. Rick Stapenhurst and Riccardo Pelizzo — Public accounts Committees: A Critical Institution for
Parliamentary Oversight, The Parliamentarian 2007, Issue Two, p. 131
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= Suggesting the issues of public concerns and special significance to enhance the
continued relevance of SAI; and

=  Strengthening monitoring to ensure that the executives have taken measures to
implement SAI’s recommendations and directions of the parliament.

The PAC should keep the transcripts of its meetings, publish conclusions and
recommendations and involve the public and the media is disseminating its works.
Public opinion can provide, in fact, a strong incentive for the governments to improve
their financial accountability and avoid possible allegations of ineffective
management of public resources.

(c) Media — 1t is the storage and transmission channel or tool used to deliver
information or data. Media plays crucial role in raising awareness and promoting
governance. Most of the media are non-state actors apart from the state and all other
societal actors and described as a “fourth wing”, distinct from executive, legislature and
judiciary. The main objectives of media are: (i) to understand and give expression to
popular feeling; (ii) to arouse among the people certain desirable public sentiments;
(iii) to expose defects fearlessly and impartially; and (iv) to highlight positive changes
in society; and (v) to help in socialization of people, democratization of the State and
political society, institutionalization of civic culture. Media involvement in publicizing
audit results has the potential to empower citizens to demand compliance and make
future actions more accountable and transparent. “Media can help mainstreaming
citizens directly into the auditing process and improve transparency and compliance
by building citizen consensus against corruption, misappropriation of public resources
and mismanagement.”® It can also contribute in changing mindset, protecting
resources, ensuring transparency and accountability of government and political
parties. “An effective media policy is paramount in getting the SAI’s messages across
to the public. While they can and should not interfere with the freedom of reporting,
SAIs could indeed help reporters by providing the technical skills required to
understand the SAT’s auditing practices, the real scope of decisions as well as the legal
mandate and constraints of the auditing practice. Better informed analysts can obtain

8 Auditing for Social Change : A Strategy for Citizen Engagement for Public Sector Accountability,

UNDESA, 2005
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more evenly balanced and objective views of the facts and therefore can produce more
valuable information for the public.””

(d) Civil Society — 1t is distinct and independent from government, business and
encompasses wide variety of organisations and institutions that manifest interests and
will of citizens. Its major features are: (i) voluntary collective action around shared
interests, purposes and values; (ii1) the space in which social movements are organized
to represent diverse and sometimes contradictory social interests; (iii) a common
forum where different interests compete, compromise, and find solutions; and (iv)
community of citizens linked by common interests and collective activity. It plays a
crucial role in building the social foundations for good governance by nurturing civic
values, skills, and relationships. In recent decades, there is growing interest on
engaging civil society of promoting good governance. United Nations states that
“Task-oriented and driven by people with a common interest, civil society organizations
(CSOs) perform a variety of services and humanitarian functions, bring citizens’ concerns
to Governments, monitor policies, and encourage political participation at the community
level. The Department of Global Communications cooperates with CSOs whose mandates
align with the goals and principles of the United Nations through a variety
of initiatives. Over 1,500 CSOs with strong information programmes on issues of concern
to the United Nations are currently in formal association with the Department of Global
Communications, giving the United Nations valuable links to people and
communities around the world.”! The World Bank and the Asian Development Bank
are also encouraging participation of CSOs. The World Bank Group has been working
to strengthen its engagement with civil society since 1981, when its first operational
policy note on relations with CSOs was approved by its Board of Directors. The Bank
recognizes the important role of CSOs for a number of purposes including advocacy,
policy, consultation, information, partnership and operation. ADB recognizes CSOs
as development actors in their own right whose efforts complement those of
governments and the private sector, and who play a significant role in development in
Asia and the Pacific. Since the late 1980s, ADB has worked closely with civil society
organizations. The result has been more effective projects, more help for hard-to-reach
communities, and an avenue for redress when things don’t go well.

®  Report on the 218 UN/INTOSAI Symposium on Government Audit — Effective Practice of
Cooperation between SAIS and Citizens to Enhance Public Accountability, 13-15 July 2011, p. 7
www.un.org/en/civil-society
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The relationship between a SAI and civil society can be viewed from two
perspectives: (a) support in holding public officials accountable on behalf of citizen;
and (b) making SAI more effective by providing critical information and input for
audit planning. The goals of engaging civil society is audit are: (a) to improve the
quality of audit reports through incorporation of relevant data gathered by CSOs
working in the field; (b) to generate appropriation of audit results by local CSOs that
will demand accountability; and (c¢) to raise awareness among the population of the
importance of public oversight for improving the efficiency of public services.

“National audit agencies tend to view civil societies as entities playing cooperative
and complementary roles, thereby minimizing the possibility of friction between the
two parties. For example, civil society groups utilize audit reports to criticize the
government in addition to monitoring their activities. Concurrently, information and
data on government monitoring gathered by civil society groups can be utilized by
national audit agencies.”!' CSOs can support public oversight in several ways. First,
they provide critical and independent information on the impact of the budget on poor
and low-income citizens. Second, they can help build financial literacy among citizens
and facilitate discussions and debates on financial issues within civil society. Third,
they collate, synthesize and disseminate information on public finance.

A survey conducted by the Canadian Audit and Accountability Foundation (CAAF)
revealed that the benefits of engaging CSOs include:

=  Better understanding the effectiveness and impact of government programs;
=  Learning from CSOs’ experiences on the ground locally and internationally;
=  Creating a listening audience eagerly awaiting audit reports;

*=  Building community engagement and educating community groups about the
role of the audit office;

=  Enhancing the credibility of the audit office;

= Having CSOs advocate for and monitor the implementation of audit
recommendations.!?

""" Ho Bum Pyun — Audit and Civil Society, Auditing for Social Change : A Strategy for Citizen Engagement for

Public Sector Accountability, UNDESA, 2005, p. 157
12 How Audit Offices Collaborate with Civil Society: Highlights from Our International Survey, CAAF, 2021,
p-2
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(e)  Policy makers, planners and researchers — This is a critical and intellectual
mass of society which can provide valuable insight, analysis and advice on different
aspects of state affairs. They are mainly interested in issues that affect governance,
economy and process of development and results achieved. They consider that SAI
can provide reliable and relevant information on critical issues related to the
management of public resources and effectiveness of public policies and programs,
performance of public entities, lapses in management system, lessons to be learned
and actions to be taken to improve the system and practices of governance. SAI can
also gain strength from active cooperation from them. These groups of people can also
advise SAls in planning and managing its work.

(f) Citizen — In a democratic system, an individual has also the right to seek answer
from public officials on matters of public concern and the duty to serve nation in a
number of ways including express dissent on matters that are inconsistent with
practice and procedure. “Citizens are not only stakeholders but also a rich source of
knowledge and information about the performance and operation of government”!?
Democracies need more than an occasional vote from their citizens to remain
healthy. They need the pay attention, give time, and commitment of large
numbers of their citizens who, in turn, look at the performance of the government
to protect their rights and freedoms. “Citizens are the ultimate beneficiaries of
public auditing and have expectation for professionalism. It is the SAIs duty to
perform the highest quality audits and provide citizens with reports that support
transparency, good accountability and trust in government. Only the best work can
make a real difference to their lives.”'* Analytical articles on SAIs work and its
products which have enhanced public awareness. This can put indirect pressure
on SAI and also on government.

(g¢) Professional organizations — The trend of forming professional
organization/ associations in in rise in recent years. These organizations play
the following roles:

= advocating for the interests of its members;
= developing professional standards; and

= carrying out research and studies on their areas of operation.

13 Citizen Engagement Practices by SAls, UNDESA, 2013, p. 18
14 Abu Dhabi Declaration, INCOSAI 2016
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A SAI can benefit from the collaboration of these organizations. The Institute of
Chartered Accountants of Nepal (ICAN), Association of Chartered Accountants
(ACA) and Auditors Association of Nepal (AUDAN) are the major organizations
working in the field of auditing. A SAI can consider them as partners and work closely
to promote professional skill, ethics and standards.

Conclusion

A SAI is entrusted with the critical responsibility of promoting financial interest of
citizen. Democratic polity expects high level performance of SAI. This can be
achieved only working professionally with partners and addressing the concerns of
stakeholders. In Nepal, the Office of the Auditor General is making sincere attempt
to address the concerns of stakeholders and making its performance responsive to

public expectations.
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Economic Development of Nepal: Making Slow
Progress in the Race of Advancement

&5 Ramesh Kumar KC *

Abstract: Economic development is a crucial indicator of a nation's economic health
and citizens' quality of life. As a least developed country, Nepal recognizes the urgent
need to improve its economic performance by focusing on economic measures such
as GDP per capita and growth, the Human Development Index (HDI), poverty ratios,
and trade balance. This article reviews Nepal's current economic development
landscape through previous studies and relevant data, identifying key areas for
targeted policy intervention to achieve sustainable growth. Despite having rich natural
resources in hydropower, tourism, industry, and agriculture, Nepal faces significant
challenges like inadequate infrastructure, political instability, workforce issues, weak
governance, and a reliance on foreign trade. The article emphasizes the importance of
addressing these barriers to unlock the nation’s full economic potential and concludes
with practical recommendations for policymakers and stakeholders to effectively
tackle the challenges obstructing Nepal's economic development, aiming for a more
prosperous and resilient future for its citizens.

Key Words: Nepal, Economic Development, GDP Growth, Human Development
Index (HDI), Poverty Ratio, Trade Balance.

1. Introduction

Economic development is the process by which a nation enhances the economic,
political, and social well-being of its citizens. This multifaceted approach aims to
elevate the standard of living, reduce poverty, and improve overall quality of life. The
necessity for economic development in Nepal is paramount, driven by various
interconnected factors that impact the nation's overall welfare. With a country is
categorized from beginning as least Developed nation(LDCs), substantial portion of
the population living in poverty and depending on subsistence agriculture, it is
imperative to diversify the economy, expand the size of economy, generate

* Joint Secretary, Government of Nepal
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employment opportunities within country, checking young outgoing population and
enhance living conditions. Improving infrastructure, particularly in transportation and
energy, can boost trade and improve access to markets, while investing in education
and healthcare can empower individuals and enhance human capital. Moreover,
tackling challenges such as political instability, improve governance and resource
mobilization is essential for sustainable growth. Ultimately, economic development
in Nepal is vital not only for reducing poverty but also for promoting social stability
and resilience in an increasingly dynamic global environment.

Nepal continues to lag in the global development landscape, with socio-economic
progress not advancing as swiftly as anticipated despite numerous political changes
and the implementation of various policies and plans. There is a pressing need to
identify the existing gaps and formulate appropriate solutions for the country's
economic development. This article aims to assess Nepal's economic development,
focusing on key indicators, exploring current deficiencies, and providing practical
recommendations for policymakers, academics, and stakeholders.

1.1 Economic Growth and Economic Development

The increase in a country's gross domestic product (GDP) is often synonymous with
economic growth, which is a crucial factor in fostering economic development. These
two concepts are interrelated, with "economic development" frequently used
interchangeably with terms such as economic growth, economic welfare, economic
progress, and secular change. Economic growth pertains to the sustained enhancement
of an economy's productive capacity over time, leading to increased national output
and income, while economic development emphasizes the improvement of individual
quality of life. Economic growth is objective and measurable, characterized by
expansions in labor force, capital investment, trade, and consumption. In contrast,
economic development includes the fundamental elements that promote growth, such
as improvements in production methods, social attitudes, and institutional
transformations. Key drivers of growth consist of capital accumulation, skilled human
resources, and advancements in technology. As highlighted by Rodrik (2007),
economic growth has historically been the most effective avenue for improving the
life prospects of individuals within society, underscoring the importance of studying
economic growth.
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2. Measuring Economic Development

There is no singular method for measuring economic development; it necessitates a
holistic approach that considers a variety of quantitative and qualitative factors. A
common technique is to evaluate economic growth through the examination of Gross
Domestic Product (GDP), which reflects the total value of goods and services
generated in a country over a specified timeframe. Although GDP serves as a broad
indicator of economic performance, it fails to address income distribution or the
overall well-being of citizens. Consequently, additional metrics such as GDP per
capita—which divides GDP by the population—can provide insights into individual
prosperity. Other quantitative measures include the Human Development Index
(HDI), which integrates income levels, life expectancy, and educational attainment to
offer a more comprehensive perspective on development. Key indicators, such as
poverty rates—which indicate the percentage of the population living below the
national poverty line—and access to essential services like healthcare, education, and
clean water, highlight the social dimensions of development that are pertinent to
overall economic progress. Income inequality measures, such as the Gini coefficient,
further assess the distribution of wealth within a society. Other relevant indicators
might include infrastructure development, encompassing transportation and
communication networks that are vital for fostering economic activities. Collectively,
these indicators provide a multidimensional view of economic development, enabling
policymakers and stakeholders to pinpoint areas for improvement and effectively
monitor progress.

Among various indicators, four key measures can collectively evaluate a nation's
economic development: GDP growth, GDP per capita, the Human Development
Index (HDI), the poverty rate, and the trade balance.

2.1 GDP Growth and Per Capita

Gross Domestic Product (GDP) growth serves as a vital measure of economic
performance, reflecting the increase in the value of goods and services produced
within an economy over time. Per capita GDP, which is calculated by dividing the
total GDP by the population, offers insight into the average economic output for each
individual, thereby providing a perspective on living standards and the economic well-
being of citizens within a nation. Generally, higher GDP growth rates are associated
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with increased per capita income, which can result in improved living standards and
a reduction in poverty levels.(Investopedia,2024)

GDP can be determined using three primary approaches: the production approach, the
income approach, and the expenditure approach. The expenditure approach is the most
commonly used method, which totals all expenditures made within an economy.

Expenditure Approach Formula: GDP=C+I+GHX-M)... (1)

Where, C = Consumption: Total spending by households. I = Investment: Total
spending on capital goods that will be used for future production. G = Government
Spending: Total government expenditures on goods and services. X = Exports: Total
value of goods and services sold to other countries. And M = Imports: Total value of
goods and services purchased from other countries.

The GDP growth rate quantifies the percentage change in GDP between two periods,
reflecting the speed of economic expansion or contraction. The formula for GDP
growth rate is calculated by subtracting the previous GDP from the current GDP,
dividing the result by the previous GDP, and then multiplying by 100. GDP per capita
represents the average economic output per person, providing insights into living
standards. It is determined by dividing the total GDP by the total population.

When examining the size and distribution of GDP, Nepal is notably ranked low in
terms of development. The Economic Survey for 2023/24 estimates that Nepal's GDP
will reach NRs 5,704.84 billion for the fiscal year, with a growth rate projected at
3.1%. In terms of per capita GDP, this amounts to approximately USD 1,434
(Economic Survey 2023/24). As a result, Nepal is positioned 96th globally in total
GDP and 151st in per capita GDP (Worldometer, 2024). These statistics highlight
Nepal's economic challenges, illustrating a substantial gap in development and a status
that trails significantly behind that of many other nations. This situation underscores
the need for targeted economic strategies and policies to promote growth and improve
the quality of life for its citizens.

2.2 The Human Development Index (HDI)

The Human Development Index (HDI) is a composite measure that evaluates a
country's overall achievements in three essential dimensions of human development:
health, education, and income (or standard of living). It recognizes that economic
development encompasses not only financial aspects but also socio-economic well-
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being. The HDI highlights that simply measuring economic growth is insufficient for
evaluating true development; it also considers how effectively a nation is enhancing
the lives of its residents. Countries with similar GDP per capita can have vastly
different HDI scores, which illustrates the significance of social and economic
policies that foster human development. (Dulal, 2023).

The HDI specifically measures health using life expectancy at birth, which is scaled
from O to 1. The education dimension includes two indicators: mean years of
schooling and expected years of schooling, both normalized on the same scale. The
standard of living is assessed through Gross National Income (GNI) per capita,
adjusted for purchasing power parity and also normalized. Ultimately, the HDI is
computed by taking the geometric mean of these three normalized indices, resulting
in a value between 0 and 1, with higher scores indicating higher levels of human
development.

Nepal has shown gradual improvement in its Human Development Index (HDI),
increasing from 0.579 in 2018 to 0.601 in 2023. According to the latest UNDP report
for 2024, Nepal ranks 146th out of 193 countries, categorizing it under "Medium
Human Development." This indicates that Nepal still has considerable work to do in
enhancing human development relative to many other nations. Compared to its rank
of 149 in 2021, Nepal's HDI value improved by 0.010—exceeding the global average
increase of 0.004. Countries with HDI values ranging from 0.550 to 0.699 are
classified as having Medium Human Development.

2.3 Poverty Rate

Poverty is a multifaceted concept primarily defined as the lack of sufficient financial
resources to meet basic living standards, including food, shelter, clothing, and
healthcare. The poverty rate measures the percentage of people living below the
national poverty line, highlighting significant economic challenges tied to limited
access to education, healthcare, and job opportunities. Reducing poverty is essential
for sustainable development and improving quality of life. (Gweshengwe & Hassan
2020)The interplay between GDP growth and poverty reduction is complex; while
economic growth can lower poverty rates, this is only achieved if growth is inclusive
and equitable. Poverty can be categorized into various types, including absolute
poverty, relative poverty, and extreme poverty. Absolute poverty refers to the inability
to meet basic needs like food, water, shelter, and healthcare, often defined by a fixed
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income threshold like the World Bank's $1.90 per day. Relative poverty is determined
by individuals' economic status in comparison to their peers, leading to a lower
standard of living. Extreme poverty indicates a more severe condition where
individuals lack essential services, facing life-threatening issues related to
malnutrition, inadequate healthcare, and unsafe water.

Other types of poverty include chronic and transitory poverty, characterized by the
duration and nature of deprivation. Chronic poverty is a persistent, long-term
condition where individuals or families repeatedly fall into cycles of poverty, often
hindered by systemic barriers and a lack of opportunities. Conversely, transitory
poverty, or temporary poverty, refers to short-lived financial hardships caused by
specific events, such as job loss or illness, which individuals can typically overcome
with appropriate support. Rural poverty affects those in rural areas with limited access
to resources and opportunities, influenced by factors like agricultural practices and
infrastructure. Urban poverty, meanwhile, impacts city dwellers, who, despite being
near economic prospects, contend with high living costs and insufficient housing,
often living in slums or informal settlements.

The Multidimensional Poverty Index (MPI) offers a comprehensive perspective on
poverty by considering various deprivations individuals face beyond just income. It
evaluates three core dimensions: health, education, and living standards. The health
aspect includes indicators such as nutrition and child mortality, while the education
component assesses years of schooling and child enrolment rates. Living standards
evaluate conditions through access to essentials like electricity, sanitation, clean
water, housing quality, and ownership of durable goods. The MPI is calculated by
weighting these dimensions equally and determining deprivations experienced by
individuals. If someone is deprived in at least one-third of the weighted indicators,
they are classified as multidimensional poor. This multidimensional approach allows
policymakers to identify specific needs within impoverished populations, leading to
more targeted and effective interventions.

Poverty encompasses multiple dimensions that can be analysed in terms of its breadth,
depth, and height. It is often classified into categories such as monetary poverty, lack
of access, and powerlessness. Additionally, poverty is frequently perceived as both a
physical and a mental state. Sindzingre (2005) identifies three key dimensions of
poverty: income poverty, deprivation of capabilities (including health and education),

qraSTien fod e arfed &= - o - W€/ Rajaswa



and social exclusion. Regardless of the definition, poverty can be understood as the
lack of resources necessary to meet basic human needs.

Nepal faces significant challenges with poverty, with significant, 20.27% of its
population living below the national poverty line, according to the Economic Survey
2023/24. Key contributing factors include limited access to education, healthcare, and
job opportunities, particularly in rural areas where poverty is more pronounced.
Despite progress in reducing poverty rates—from 41.8% in 1996 to 30.9% in 2004
and 25.2% in 2011 (ADB, 2018)—the effects of the pandemic and natural disasters
have exacerbated existing vulnerabilities. Certain communities and remote regions
still endure high poverty levels, highlighting the need for targeted interventions to
achieve sustainable improvements.

2.4 Trade Balance

The trade balance, defined as the difference between a country's exports and imports,
plays a significant role in determining its economic health. A positive trade balance,
or trade surplus, indicates that a nation exports more than it imports, which can bolster
GDP growth and strengthen the national currency. In contrast, a negative trade
balance, or trade deficit, may lead to increased foreign debt and economic
vulnerabilities. For developing nations like Nepal, improving the trade balance by
enhancing exports can be a crucial strategy for economic development, contributing
to revenue generation and job creation.

A negative foreign trade imbalance, commonly known as a trade deficit, can lead to
several negative consequences. These include the displacement of domestic
industries, a reduction in employment opportunities within those industries due to
increased imports, decreased domestic production, currency devaluation, economic
instability, increased dependence on foreign economies, and potential threats to
national security associated with the types of imported goods. (Chhetri, 2021)
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Table 1: Ongoing Foreign Trade Imbalance in Nepal

(000" NRs)
Fiscal Year Export Import Trade Balance

2074/75 (2017/18) 81,359,796 1,245,103,223 (1,163,743,427)
2075/76 (2018/19) 97,109,521 1,418,535,343 (1,321,425,822)
2076/77 (2019/20) 97,709,105 1,196,799,053 (1,099,089,948)
2077/78 (2020/21) 141,124,080 1,539,837,068 (1,398,712,988)
2078/79 (2021/22) 200,030,962 1,920,448,349 (1,720,417,388)
2079/80 (2022/23) 157,140,695 1,611,731,770 (1,454,591,074)

Source: KC & Dahal, (2024)

Nepal is currently facing a sustained negative trade balance, marked by a notable gap
between its imports and exports. In the fiscal year 2021-2022, the country’s imports
reached approximately NPR 1.92 trillion (around USD 14.5 billion), while exports
were only about NPR 200 billion (approximately USD 1.5 billion), resulting in a trade
deficit of roughly NPR 1.72 trillion (about USD 13 billion). This persistent trade
imbalance is largely driven by a heavy dependency on imports for essential goods,
such as petroleum products, machinery, and food, whereas exports are confined to a
limited selection of products, including textiles and agricultural items. This negative
trade balance presents significant challenges for Nepal's economy, contributing to
inflationary pressures and the depreciation of the Nepalese rupee, which impedes
sustainable economic growth and development. (KC & Dahal, 2024)

The imbalance in foreign trade presents several significant drawbacks for countries
like Nepal, primarily by intensifying economic vulnerabilities. A sustained trade
deficit can lead to dependency on foreign resources and a reduction in foreign
exchange reserves, complicating the country's ability to finance imports and
potentially resulting in inflation and currency devaluation. This scenario may also
impede economic growth by restricting investment in domestic industries, as more
resources are devoted to servicing foreign debts. Furthermore, reliance on imports can
suppress local production and innovation, which may result in job losses in domestic
sectors. From a social perspective, trade imbalances can exacerbate inequality, as the
advantages of trade tend to benefit a small portion of the population, further

- WX -

qraSTien fod e arfed &= W€/ Rajaswa



marginalizing disadvantaged communities. Ultimately, these challenges can weaken
economic stability and obstruct sustainable development initiatives in Nepal.

3. The State of Economic Development of Nepal

Nepal's economic development status presents a complex landscape, characterized by
both challenges and opportunities. According to recent data, the country exhibits a
relatively low GDP per capita, which illustrates its economic output in relation to its
population and indicates constrained income levels among its citizens. Regarding
human development, Nepal's Human Development Index (HDI) has shown gradual
improvement over the years; however, the nation continues to face significant
challenges in critical areas such as health and education. Although life expectancy has
increased, it still remains lower than that of many South Asian nations, highlighting
ongoing health-related difficulties. Furthermore, the poverty rate in Nepal presents a
formidable challenge, with a considerable segment of the population living below the
national poverty line, reflecting enduring socioeconomic disparities. Moreover, the
country’s trade balance exhibits a persistent trade deficit, as Nepal consistently
imports more than it exports. This trade imbalance accentuates the necessity for
structural reforms aimed at bolstering local industries and reducing dependence on
foreign markets, which is essential for promoting sustainable economic development.

Table 2: Some Indicators of Nepal’s Economic Development

S.No Indicator 2018 | 2019 | 2020 | 2021 | 2022 | 2023
1 |Economic Growth 59, 22| -24| 48| 56| 3.1
2 |GDP per capita USD 1162| 1186| 1139| 1129| 1348| 1324
3 |GNI per capita USD 1110 1220| 1180| 1230| 1340| 1370
4 |HDI 0.579{0.602| 0.602| 0.601| 0.601 | 0.601
5 [|Poverty Rate % ( $1.9 per day) 15.0| 17.4| 20.3| 17.4| 20.3|20.27
6 |Trade Balance (Negative, Billion| 10.86| 9.2| 9.13|12.12| 14.65| 11.46
USD)

Source: Economic Survey 2023/24 and calculations by the author.

Over the past decade, Nepal's economic growth rate has remained consistently below
5%, reflecting a slow development trajectory, while the per capita GDP is
approximately $1,300, positioning the country at 151st out of 193 nations. This low
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income level highlights the economic struggles for a significant portion of the
population, with roughly one in five individuals living below the poverty line,
indicating persistent socioeconomic challenges. There is also a substantial trade
imbalance, with a ratio of 7:93, reveals that Nepal imports the vast majority of its
goods compared to its exports, creating a heavy dependence on foreign markets for
essential items. To promote sustainable and inclusive economic growth, it is vital to
implement comprehensive policy reforms that focus on enhancing local production
capabilities, alleviating poverty, and stabilizing the trade deficit.

Table 2: Economic Growth of some Asian countries

Country 2019 2020 2021 2022 2023 2024e
Afghanistan 3.9 -2.3 -20.7 -6.2 2.7 -6.2
Bangladesh 7.8 34 6.9 7.1 6.3 5.8
Bhutan 5.8 -10.0 4.4 5.2 4.8 4.0
China 6.0 22 8.1 3.0 52 52
India 6.5 3.9 -5.8 9.7 7.0 7.6
Nepal 2.2 2.4 4.8 5.6 3.1 1.9
Pakistan 3.12 -0.9 5.77 6.17 -0.174 -0.2
Sri Lanka 23 -3.6 3.7 -7.8 -2.3 -2.3

Source: Asian Development Outlook 2024 April retrieved from https://www.adb.org/ outlook/
editions/april-2024

When comparing Nepal to its neighbouring South Asian nations, its economic
position presents a mixed picture. In the last six years, both Afghanistan and Sri Lanka
have encountered significant economic challenges, while India, China, and
Bangladesh have shown relative economic stability. Currently, Nepal is experiencing
slow growth and must intensify its efforts to achieve sustainable and accelerated
economic development.

4. Issues and Problems

Nepal's economic development has encountered substantial challenges stemming
from a range of interconnected factors. The country's geographic obstacles, including
its landlocked status and rugged terrain, hinder market access and complicate trade as
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well as infrastructure development. Political instability, characterized by frequent
changes in government and ongoing transitions, worsens the situation by creating an
unpredictable business environment that can discourage foreign investment and
disrupt essential policymaking processes. Together, these factors create a setting
where economic growth initiatives struggle to take hold.

Inadequate infrastructure presents another significant barrier to Nepal's economic
advancement. The poorly developed transportation systems, unreliable electricity
supply, and lack of access to quality healthcare and education limit economic
activities and hamper productivity. Moreover, the economy's heavy reliance on
agriculture—primarily subsistence farming—makes it susceptible to natural disasters
such as floods and earthquakes. This dependence not only restricts diversification but
also impedes overall economic growth. Additionally, Nepal has a limited industrial
sector that lacks competitiveness and investment, leading to insufficient job creation
and low income levels.

These challenges are compounded by issues related to human capital development,
including insufficient educational resources and a mismatch of skills, which hinder
the cultivation of a skilled workforce. Corruption and bureaucratic inefficiencies
further pose obstacles for businesses, complicating regulatory compliance and
deterring investment. Many small and medium-sized enterprises (SMEs) face
difficulties in accessing finance, which constrains their growth and capacity for
innovation. Lastly, Nepal's economy is especially vulnerable to external shocks, such
as fluctuations in remittances, which represent a significant portion of its GDP. To
promote sustainable growth and enhance living standards, it is essential to implement
comprehensive strategies that focus on improving political stability, developing
infrastructure, investing in human capital, and diversifying the economy.

Figure 1: Key Challenged for Economic Development of Nepal

Nepal's economic development faces several challenges that contribute to its
lagging progress. Here are ten key problems:

1. Political Instability: Frequent change in government and political volatility
generate an unpredictable environment that hampers investment, disrupts
policy consistency, and complicates economic planning.

2. Infrastructure Deficiencies: Insufficient transportation networks, limited
educational and healthcare facilities, as well as inadequate energy and
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communication infrastructure, obstruct trade and market access, thereby
constraining economic growth.

3. Reliance on Traditional Agriculture: A significant segment of the
population depends on subsistence farming, which poses challenges for
boosting productivity. This type of agriculture is vulnerable to the impacts
of climate change, susceptible to natural disasters, and affected by varying
market conditions.

4. Limited Industrialization: A lack of diversification into manufacturing
and industrial sectors hinders job creation and diminishes economic
resilience. With the industrial sector contributing just 13% to GDP, there is
a clear necessity for considerable expansion.

5. Low Human Capital: Insufficient investment in education and skills
development results in a workforce that is not sufficiently equipped for
higher-value jobs. A significant number of young individuals are leaving
the country in pursuit of better job opportunities and a more promising
future.

6. Trade Imbalance: A persistent negative trade balance results in reliance on
imports, straining foreign exchange reserves and increasing vulnerability to
external shocks.

7. Geographical Challenges: The country's mountainous terrain complicates
transportation and infrastructure development, elevates construction costs,
and limits access to remote areas. Additionally, being landlocked between
two major countries has hindered easy access to the sea, created trade
obstacles, and intensified geopolitical influences.

8. Corruption and Governance Issues: Corruption and weak governance
erode public trust and deter both domestic and foreign investment.

9. Poor Access to Finance: Limited access to credit and financial services
hampers entrepreneurship and the growth of small and medium-sized
enterprises.

10. Natural Disasters and Climate Change: Nepal is highly vulnerable to the
impacts of climate change, which has led to a decline in productivity. The

frequent occurrence of disasters such as landslides, droughts, and floods
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disrupts economic activities and damages infrastructure, resulting in
significant setbacks to development efforts.

These challenges collectively impede Nepal's ability to achieve sustainable
economic growth and improve the living standards of its population.

5. Potentials for Economic Advancement: Nepal possesses several critical
opportunities and priorities that could substantially enhance its economic
development. A primary focus on infrastructure development is essential, as
investments in transportation, energy, and communication systems would
significantly improve connectivity, enhance market access, and facilitate trade.
Furthermore, diversifying industries by encouraging growth in the manufacturing and
service sectors can reduce reliance on agriculture while creating a broader spectrum
of employment opportunities. Promoting tourism, by capitalizing on the country's
breath-taking natural landscapes and rich cultural heritage, could also generate
substantial revenue and job opportunities, particularly in rural areas. Additionally,
investing in education and skills training is imperative to elevate the quality of the
workforce, equipping individuals with the necessary competencies for higher-value
employment, thereby ultimately enhancing productivity.

To stimulate economic growth in Nepal, it is vital to provide substantial support for
industrialization, intensive agriculture, tourism development, and small and medium
enterprises (SMEs). This can be achieved by enhancing access to finance, training,
and resources, which will foster entrepreneurship and innovation. Strengthening
governance and addressing corruption are crucial components in creating a more
favorable environment for investment and economic activities. Furthermore,
leveraging renewable energy sources, particularly hydropower, is essential for
meeting domestic energy demands while also exploring potential export
opportunities.

The economic development of Nepal faces numerous persistent challenges that hinder
its progress. However, there are multiple pathways for improvement, including the
enhancement of infrastructure, diversification of industries, and the promotion of
better education and governance reforms. To achieve its development objectives, it is
imperative that Nepal pursues deliberate and strategic initiatives aimed at reforming
key sectors of the economy. Implementing trade policy reforms that facilitate exports
and reduce trade barriers can effectively address trade deficits and bolster economic
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resilience. A concerted effort to develop comprehensive strategies for combating
climate change is necessary to protect agricultural productivity and encourage
sustainable growth. Additionally, enhancing economic relations with neighbouring
countries through strategic trade agreements and partnerships can open new markets
and foster greater economic integration. By focusing on these strategic areas, Nepal
has the potential to transform its challenges into opportunities for sustainable growth,
ultimately improving living standards and fostering a dynamic and resilient economy
that benefits its citizens.
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The Carbon Market: Opportunities for
revenue generation and addressing climate
change issue in Nepal

& Prem Kumar Pokharel ¢

Abstract

The process of gradual warming of the earth’s temperature due to increased
concentration of greenhouse gases is expected to impart multi-faceted impacts
hindering the environmental, social and economic systems. The carbon market is
generally created through the Emission Trading Schemes (ETS) and the Carbon Taxes
implemented as national, regional and international initiatives. Since 2005, the
development of carbon projects in Nepal took momentum however could not capture
an utmost benefit from the carbon market. This paper analyzes how carbon market
functions and what should be done by Nepal to maximize the revenue from carbon
project while addressing climate change. The paper analyzes the potential for the
revenue generation for the government from carbon trading. Despite having some
challenges, Nepal can overcome the issues with strategic partnerships, technical
assistance and international cooperation and establish itself as a key player in the
global carbon market.

Keywords: Emission Reduction, Kyoto Protocol, Carbon Revenue, Renewable
Energy, Carbon Tax, Emission Trading Schemes.

1. Introduction

After the United Nations Framework Convention on Climate Change (UNFCCC) was
signed and came into force in 1994, the parties to the UNFCCC realized that the
provisions related to emission reductions outlined in the convention were not enough
to address the scale of issue under discussion. During the course of time, market and
non-market mechanisms were evolved for reducing GHG emissions effectively. The
market mechanisms were strengthened when the Kyoto Protocol was come into force
from 2005. Compliance markets are created and regulated by mandatory regional,
national and international carbon reduction regimes, such as the Kyoto Protocol (KP)
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and now Paris Agreement (Chaudhry, 2019). The emission reduction credit generated
by compliance standards is tradable and used by the companies or governments that
have by law to account for their GHG emissions. There are yet other national and
voluntary markets that supply carbon as a commodity for national/international
carbon trading. The voluntary market co-exists with the compliance market. The
carbon credit generated by voluntary standards is generally purchased to meet carbon
neutral or other environmental claims.

The Paris Agreement (PA) deals with the GHG-emissions mitigation, adaptation and
finance. Article 6 of the Paris Agreement provisions the integrated and holistic
approaches to assist governments in implementing their Nationally Determined
Contributions (NDCs) to the global response to climate change through voluntary
international cooperation (UNDP, 2024). This has also established a policy foundation
for an emissions trading system to enable the carbon market for the transactions of
Internationally Transferred Mitigation Outcomes (ITMO) or carbon credits. Under
article 6.2 of Paris Agreement, called as cooperative mechanism, countries with low
emissions would be allowed to sell their exceeding allowance to others ensuring their
net reduction. The Paris Agreement has opened the window for voluntary mechanisms
as well including compliance market. Under article 6.4, the projects can be developed
and registered to generate the emission reduction credits called A6.4ERs.

The supply of carbon credits in the market are broadly delivered by 3 crediting
mechanisms as illustrated in figure below:
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Figure 1: Carbon market mechanism (WorldBank, 2024)
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Carbon credit prices are declined almost in all categories that are sold in ETS. The
price for a removal carbon credit in ETS was at the peak in the 1% quarter of 2022
reaching to almost 21 USD/tCO2 whereas it is gradually declined to about 13
USDACO2 in 2™ quarter of 2024. Similarly, the renewable energy credits and
household devices credit prices also declined to below 5 USD/tCO2. The figure below
depicts the prices of the credits sold in ETS between 2021 and 2024.

25

N
=}
L

]
(4]

10

Price in USD per tonne of CO,e

2021 2022 2023 2024
Remowval credits ET prices Renewable energy credits ET prices
@ Household devices credits ET prices @ HNature based credits ET prices

Figure 2: Exchange-traded (ET) prices of carbon credits (WorldBank, 2024)

Comparing to the average process given above, the projects in the LDC countries and
that contributes to the socio-economic benefits of rural people receives higher prices.
So, Nepal can prioritize the projects transitioning household devices with clean energy

supply.
2. Nepal’s position on climate change

According to the long-term global climate risk index published by German Watch,
Nepal is in the top 10 countries which are mostly affected by climate change between
2000 to 2019 (Eckstein et al., 2021). Nepal has been part of the international treaties
for climate changes since it became the party to UNFCCC. The global communities
have adopted “Paris Agreement” on December 2015 which is a legally binding
international treaty on climate change. Main goal of this treaty is to limit the
temperature increase well below 2 deg C (preferably to 1.5°C) compared to pre-
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industrial era (UNFCCC, 2016). The agreement has provisioned to take ambitious
efforts to combat and adopt the effect of climate change. Nepal has ratified the
agreement on 5 October, 2016. After ratification of the Paris Agreement, Government
of Nepal has put forward different policies and strategies for the mitigation and
adaptation of climate change.

Government of Nepal has emphasized on clean energy production specially focusing
to renewable energy. Due to this, the GHG emission from the fossil fuels have been
reduced than the year 2018/19. The figure below shows the trend of per capita
emission especially from fossil fuel consumption and industry sector.
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Figure 3: Per capita CO2 emission from fossil fuel and industry in Nepal
(OurWorldinData, 2023)

The energy sector of Nepal has highest GHG emission which is in line with the world
trend. As per the third national GHG inventory, 52.37% of the emission came from
the energy sector in base year 2011, whereas emission from Agriculture, Forestry and
Land Use (AFOLU) is 43.04% (MoFE, 2021). The rest of the emission comes from
Waste (3.28%) and Industrial Processes and Product Use-IPPU (1.31%). The national
communication also suggested and formulated the GHG mitigation plan for each
sector. Use of renewable energy and energy efficiency options are suggested for
energy sector whereas forest management and low emission agricultural systems are
strategized for AFOLU sector. Efficient production process and replacement of high
carbon fuels are proposed for IPPU and methane capturing and utilization is
considered as a strategy for the waste.
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3. Carbon Markets and Projects development in Nepal
3.1 Compliance Market

After Nepal has ratified the instruments of Kyoto Protocol and UNFCCC, Nepal
successfully registered two Clean Development Mechanism (CDM) projects as early
start project by Alternative Energy Promotion Centre (AEPC) in 2005 (AEPC, 2023).
After that, the development of carbon project under CDM was led by AEPC with no
private sectors involved in the compliance market. So, Nepal could not capture the
utmost benefits from the carbon market. As per UNFCCC database, the project
activity registered in Nepal are 6 project while 7,840 projects were registered
worldwide. Similar trend is there for the Programme of Activities (PoA) as well. The
comparative chart of the projects and PoA registered worldwide and the issuance of
emission reduction credit are given below along with the Nepal’s progress:

Table 1: Comparative chart for the CDM projects and PoA with worldwide and

Nepal
Particulars Global Nepal
CDM Project registered (Nos) 7,840 6
No of Program of Activities (PoA) registered 365 4

Carbon credit issued for Project activities (tCO2eq) 2,369,364,675 | 2,252,111

Carbon Credit issued for the Program of Activities
(tCO2eq) 73,026,845 | 3,115,087

Total CER issued (tCO2eq) 2,442,391,520 | 5,367,198
Source: Compiled by Author based on UNFCCC database (UNFCCC, 2024)

From the table above, we can see that within the first commitment period (2005-2012)
and second commitment period (2013-2020) of Kyoto Protocol, Nepal was only able
to issue 0.22% of the global CERs issued from the CDM mechanism is only applicable
for developing countries. From the sales of CERs, AEPC has capitalized around 35.3
million USD so far. This shows that Nepal could not optimize the benefits of carbon
markets.
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3.2 Voluntary Market

There are various projects registered under voluntary mechanisms especially in Gold
Standard (GS) and the Voluntary Carbon Standard (VCS). A comparative analysis of
the projects registered in major voluntary standards and corresponding credits issued
for Nepal and global context are given in table below:

Table 2: Comparative chart for the voluntary projects in Nepal

Particulars Global Nepal
Voluntary Projects/PoA registered under VCS (Nos) 2,234 6
Voluntary Projects/PoA registered under GS (Nos) 3,500 90

Total ER issued for the Project activities under VCS
(tCO2eq) 1,250,214,392 | 249,146

Total ER issued for the project activities under GS
(tCO2eq) 321,000,000 | 2,160,995

Total ER issued from voluntary standards (tCO2eq) | 1,571,214,392 | 2,410,141

Source: Compiled by Author based on VCS and GS database (GS4GG, 2024; VCS, 2024)

From voluntary market as well, Nepal is able to capture only 0.15% of the total
emission reduction credits issued as stipulated in table above. Furthermore, Nepal has
initiated one project to develop under article 6.2 of the Paris Agreement. However,
the pace of the project development is not satisfactory so far. From the voluntary
project it can be estimated that over 10 million USD are secured and re invested in
technology promotion, repair and maintenance and project management by project
developer. Most of the project under voluntary carbon project are developed by
private sector and NGOs. So, Nepal has potential to get benefitted from compliance
as well as voluntary carbon markets.

4. Regulatory Framework

Nepal being one of the most vulnerable countries on to climate change having high
risk due to fragile topography and limited adaptive capacities of people. As Nepal
prepares to graduate from the category of least developed countries to middle-income
countries, anticipated by 2030, its consumption of fossil fuels is likely to continue to
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rise (MoFE, 2021). Thus, the country is committed to acting on climate change in line
with the NDC, despite the country’s negligible emissions at present.

The Government of Nepal has developed legal and institutional mechanisms to
implement long-term goals as agreed in the Paris Agreements. The National Climate
Change Policy-2019 envisaged the use of carbon financing specially in energy and
REDD+ to implement the climate change mitigation and adaptation (GoN, 2019). To
implement the climate change initiatives in Nepal, the policy highlighted the
financing, coordination and innovative technology use as one of the risks. For the first
time, Government of Nepal has included the carbon trading in the Environment
Protection Act-2019 (GoN, 2019a) and Environment Protection Regulation-2020
(GoN, 2020a) to facilitate the Clean Development Mechanism projects approval and
issuance of the no objection. Ministry of Forest and Environment is the focal point as
Designated National Authority for the article 6 of the Paris Agreement and the Kyoto
Protocol.

The white paper published by the Ministry of Energy, Water Resources and Irrigation
in Nepal in 2018 envisaged the carbon trading one of the instruments to mobilize the
financing. It has also envisioned to established internal carbon markets in Nepal
(MoEWRI, 2018). However, in current economic context of Nepal, the establishment
of internal carbon market is not feasible. However, for the long run, this could also be
possible to attract private sector in the market and achieve the NDC targets. The 2"
NDC of Nepal has also envisaged to mobilize the carbon financing from carbon
markets to achieve the targets and fulfilling huge financing gaps (GoN, 2020).
Similarly, The Net Zero Emission Strategy of Nepal has planned to achieve net zero
emission by 2045 with financial mobilization through carbon projects (GoN, 2021).
However, there are still some regulatory gaps to address the projects under Paris
Agreement, attracting private sector in the carbon market and clarity on the voluntary
carbon markets and projects in Nepal.

5. Potential for growth in Carbon Market generating carbon revenues

Many countries have developed their ambitious plans for achieving net zero emission
which demands huge number of credits in international carbon markets. The growth
of the demands for internal as well as international market will be increased with those
ambitious targets. There are huge gaps between the mitigation to limit the temperature
below 2 degree and the NDC plans (UNEP, 2019). So, in future, it is expected that
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more ambitious targets will be established in upcoming NDC revision by the countries

in 2025. To fulfill those gaps, there will be ample demands for the emission reduction

credits internationally increasing the future prospects of carbon projects in developing

countries like Nepal. Considering the potential for clean energy production and green

growth, potential for developing the carbon projects is high in Nepal with contributing

to the different Sustainable Development Goals (SDGs). So, there are some

opportunities pertaining to these which Nepal should capitalize:

Demand for carbon credit will be increased, take opportunity from this from the
learning of CDM projects

Resource mobilization through carbon revenue
Institutional strengthening and attracting private sector for financing projects
Technology transfer and FDI in Low Carbon Technologies (Hydrogen)

Internal Carbon Market development

The carbon trading provides multiple pathways for tax revenue generation for the

countries as well. Following could be an option for the governments for generating

the revenue from the carbon trading and carbon markets:

Transaction taxes/levies: The levy/taxes per credit for each transaction can be
envisioned in regulatory framework. GoN has implemented this for the AEPC’s
projects levying 2% of the total revenue generated in “Environment Protection
Fund”. Recently, GoN has provisioned a levy for each credit transaction as well
for managing the registry and corresponding adjustments under Paris Agreement.
in draft revision of Environmental Protection Regulation, 2020.

Carbon Taxes on emitter: The Government can provision a carbon tax similar to
pollution tax using “Emitter pay principles” as did by many countries. The
regulator provision should be there to enforce the same. This will enforce the
companies to buy carbon credit for offsetting or go for clean energy technology.

Entry fee/license: The provision on the entry fee/license for those projects who
want to trade the emission reduction in international market requiring the approval
from government, can be charged for the entry fee or license fee. The GoN has
recently incorporated the same in draft revision of Environmental Protection
Regulation, 2020.
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= Revenue from income from carbon trading: As a regular income tax provision, the
income generated from the carbon trading by domestic project can contribute to
increase the revenue of the government. However, governments needs attention to
attract more private sector in the carbon project development to generate the
revenue.

These benefits from the carbon trading from the projects with taxing revenues from
these sales or introducing royalties can significantly benefit national treasuries.

6. Conclusion and Recommendations

Despite its potential, administrative complexities, market volatility, and the need for
capacity-building in regulatory bodies could pose hurdles while promoting carbon
projects in Nepal. However, with strategic partnerships, technical assistance, and
international cooperation, Nepal can overcome these challenges and establish itself as
a key player in the global carbon market. While development of the internal carbon
markets is considered unrealistic in near future, Nepal has to optimize the benefits of
the carbon markets (compliance and voluntary) from the learning it has gained from
the CDM projects and other countries. However, there are still some policy/regulatory
gaps that has to be fulfilled by the government in enhancing the participation in article
6 of the Paris Agreement. There are major six recommendations for enhancing the
participation of Nepal in carbon markets to get optimum benefits:

= Policy/regulation revision/formulation: Provisions/guidelines for approval,
authorization for the projects under article 6.2 and article 6.4 and facilitating the
projects under voluntary markets.

= Project prioritization to participate in carbon markets: Assessment on
potential/feasible carbon project development in Nepal and prioritize the project
for exporting Emission reduction credits.

= Enabling environment to private sector for participation in carbon projects: Easing
the approval and authorization, minimizing the lag time, facilitate to get buyers of
credits, conceptualize internal market development for the long-run.

= Diversify the carbon project portfolio in other sectors: Expand the projects in
Agriculture, Industry, nature-based solutions

= Facilitate in transitioning the existing CDM projects and scaling up the projects:
Any pipeline projects having LoA already could also be pushed and facilitated.
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» Partnership and support: Partnership with international Organizations,
Governments On capacity building for registry management, Data management,
Validation/approval of emission reduction credits, Project cycle managements
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Need for Sustainable Growth in the World
Economic Future Why do we all want
"Sustainable Growth'?

&5 Yagya Prasad Dhakal *

Abstract

Sustainable economic growth means the rate of growth that can be maintained without
creating other significant economic problems, especially for future generations. Rapid
growth today may exhaust resources and create environmental problems for future
generations, including the depletion of oil and fish stocks and global warming. There
is always a trade-off between rapid economic growth today and the economy's future
growth. Sustainable growth can be considered an oxymoron as two words are
opposites in working or can be seen as complementary in the long run. People have
started becoming conscious about the world they live in and the future they will leave
for their children and children’s children; hence, many focus on sustainable growth.
People are levitating towards sustainable growth for environmental and resource
conservation, livelihood of future generations, social inclusion of all types of people
and political motivation of some prominent and wealthy countries towards the
developed countries. Whatever the reason, maybe sustainable growth has brought a
change in the thinking of individuals of what growth should be to sustain the level of
growth in the present and the future.

Keywords: Sustainable Growth, Economy, trade-offs, resources.
Introduction:

In olden times, the survivors of dying communities could move on to less populated,
more fertile areas, but today, there is no such place left to go! (UVN, 2019). The
people living today owe it to the people living in the future. Due to the scarcity of
resources, the present generation must determine how much we owe to the future
generations. Sustainable growth is the growth of national and international output that
meets the present's needs without compromising future generations' ability to meet
their own needs.

¢ Deputy Financial Comptroller General
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There is always a trade-off between rapid economic growth today and the economy's
future growth. There is also a trade-off between current growth and the resources
utilized. Thus, sustainable economic growth means the rate of growth that can be
maintained without creating other significant financial problems, especially for future
generations. Rapid growth today may exhaust resources and create environmental
problems for future generations, including the depletion of oil and fish stocks and
global warming. Hence, the idea of sustainable growth.

The sustainable development concept was first internationally recognized in 1972 in
Sweden at the UN Conference on the Human Environment. The term was not formally
acknowledged but was agreed by the international community. It was fundamental to
recognize that the growth and development of the environment could be managed in
a mutually beneficial way. The concept of sustainable development and growth
formed the basis of the United Nations Conference on Environment and Development
held in Rio de Janeiro in 1992. It was the first international attempt to draw up plans
and strategies for moving towards more sustainable growth patterns (SDC, 2011).

Sustainable growth revolves around three things: repeatable growth, ethical growth,
and responsible growth (Miller, 2018). The United Nations also offered the view on
sustainability, which includes poverty, hunger, health, education, gender equality,
environment, social justice and many more. Those are the sustainable development
goals. Some examples of sustainable growth include using various alternative energies
instead of fossil fuels. Alternative energy sources include wind energy, solar energy
and hydroelectricity.

All people want sustainable growth for four main reasons. Due to rapid growth, the
world needs to utilize more resources to protect the environment. The environmental
costs are so high that the UN and other agencies are proposing the idea of carbon
emission limits and taxation on carbon emissions made by the countries. The need to
protect the environment from degrading and use the available resources responsibly
brings about the desire for sustainable growth. For future generations, we are the only
inhabitants of the world. There were people before us, and there will be people long
after we are gone. Our earth has limited resources. The resources are the same for the
past, present, and future. They were using resources wisely in the present so that future
generations have something to use and show for. Thus, the people see the need for
sustainable development to protect the needs and wants of future generations and not
stagnate their growth by depleting the current resources. Social inclusion is one of
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them. This includes the growth for the sectors inclusion of all without social, cultural
and religious boundaries. If everybody is given the same opportunity, the growth and
utilization of the resources become efficient, which fulfills one of the goals of
sustainable growth, making it a viable reason for all wanting sustainable growth. It
provides all people equal opportunities. Lastly, politics plays a vital role in all the
decision-making in the world. The political spectrum moves the decision-making and
choice of thoughts in all nations. Politics is like the chess player who moves the pieces
around, and sustainable growth is their Queen. Right now, sustainable growth is the
Queen piece of chess. The rich and developed countries lobby for sustainable growth
as it heavily supports their future agendas. They already possess the technology to
take them to sustainable growth. They can benefit from using the technology and
retain their dominance among the developing countries. Plus, the carbon taxes and
limits already favor them.

Thus, sustainable growth is a multifaceted term that includes all aspects of the world
from environmental, economic, social and political spectrums. All the people are after
it as it is a new trend since the declaration of sustainable development goals; rapid
growth has been replaced by sustainable growth. All the countries are already working
on fixing their policies for sustainable growth. This is debatable because of the trade-
off between growth and sustainable factors (environmental, political, and social).
Therefore, we must analyze this topic by referencing data for further studies. Since
the dawn of humanity, human civilization has only emphasized the production aspects
of the economy. This trend has resulted in the deterioration of society's different
social, political, and environmental aspects. Hence, sustainable growth is a new
generation of ideas people can get behind.

Literature Review

Herman E. Daly (1990) looked at sustainable growth as an oxymoron. The two terms
contradict each other—the word sustainable means to keep anything at a certain level.
At the same time, growth means the expansion or the activity of expanding. Daly
believes everything has a cap. There is a limit to the growth of trees that the earth can
handle; there is a limit to the population or the machinery the earth can handle.
Sustainable is labeled to delude us into believing that growth is still possible.

If the economy cannot grow forever, then what is its capacity? How much can it grow?
Daly takes sustainable growth as a sensitive issue because:
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e The present scale of the economy shows clear signs of unsustainability.

e Multiplying the scale by a factor of 5 to 10, as recommended by the Brundtland
Commission, would move us from unsustainability to immense collapse.

e The concept itself is logically self-contradictory in a finite, non-growing
ecosystem.

From the start of the industrial revolution, there has been rapid growth in the world's
economy. Some of the great powers of the 21st century have been prominent in their
growth and adaptation of various growth techniques. Those steps took much of the
expense of resources like coal, oil, and fossil fuels, which are helpful for growth but
harmful to the environment and sustainability. Its use harms the environment, and the
resources used are non-renewable. They will not be available once they are all used.
Thus, Daly talks about the theory of optimal scale to balance non-renewable and
renewable resources. The non-renewable resources should be depleted at an equal rate
to the creation of renewable substitutes. Projects exploiting non-renewable resources
should be paired with projects developing renewable substitutes. The faster the
biological growth of renewable substitutes and the longer the life expectancy of the
non-renewable resources, the better.

Daly urges the use of sustainable development rather than sustainable growth.
Growing means increasing naturally in size by adding material through assimilation
or accretion. To develop means to expand the potentialities of the externalities and
gradually bring them to a fuller, more significant, or better shape. When something
grows, it gets bigger, but if something develops, it becomes different, which is the
basis of Daly’s differencing. Many of the population look at the two entities as
synonyms. According to him, sustainable development is a cultural adaptation made
by society as it becomes aware of the emerging necessity of non-growth.

Daly urged that sustainable growth was an oxymoron and not achievable, instead
backing sustainable development. Daly argues that an economy in sustainable
development adapts and improves knowledge, organization, technical efficiency and
wisdom. It does this without assimilating or accreting, beyond some point, an even
more significant percentage of the matter-energy of the ecosystem onto itself, but
instead stops at a scale at which the remaining ecosystem can continue to function and
renew itself year after year. The non-growing economy is dynamic but continually
maintained and renewed as an environment.
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On the opposite end of the spectrum, the World Bank blog on economic development
talks about the necessity of growth but fears it will be unsustainable in the long run
unless it is socially inclusive and environmentally robust. Pursuing sustainable and
green growth, it requires tackling political economy constraints, overcoming deeply
entrenched behaviors and social norms, and developing innovative financing
instruments to change incentives and promote innovation and thus address the market,
policy, and institutional failures that lead to the overuse of natural assets. A variety of
market, policy and institutional failures mean that the Earth’s natural capital tends to
be used in ways that are economically inefficient and wasteful, without sufficient
reckoning of the actual social costs of resource depletion and adequate reinvestment
in other forms of wealth. These failures threaten the long-term sustainability of growth
and progress made on social welfare.

According to the blog, economic and social sustainability and social and
environmental sustainability have been compatible and complementary. The exact
relationship between economic and environmental sustainability could not be found,
as growth comes mainly at the expense of the environment.

Well-designed, inclusive, sustainable policies improve social welfare, considering
present and future generations. However, policymakers are also naturally concerned
with the potential trade-offs and costs and the potential co-benefits of green policies
for near-term growth and employment. Careful case-by-case analysis will be needed
to find optimal strategies. However, there is considerable evidence that near-term
costs can be minimized using well-designed regulations and market-based policy
instruments that promote the least-cost ways of protecting the environment.

The World Bank’s new green report has three projection strategies to pursue
sustainable and greener growth:

1. Tailor inclusive green and sustainable growth strategies to a country’s
circumstances, emphasizing maximizing local and immediate benefits. Optimal
solutions will differ across countries with varying institutional capacity,
transparency, accountability, and civil society capacity.

2. Promote efficient and sustainable decision-making by policymakers, consumers,
and the private sector. Natural assets should be systematically incorporated into
national accounts. The UN Statistical Commission adopted the System of
Environmental and Economic Accounting as an international standard in
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February 2012, providing a broadly agreed methodology. Neglecting natural
capital, like neglecting human and physical capital, is bad for economic growth.

3. Meet up-front capital needs with innovative financing tools. Given the scarcity
of fiscal resources, governments and multilateral financial institutions must work
urgently to increase the role of the private sector in green investment. Private-
public partnerships are crucial, as is increasing access to financing for small and
medium enterprises.

Chad Holiday has a similar idea to the World Bank blog on the notion that sustainable
growth is possible from a business perspective. He overviews that Over the years,
though, we have become increasingly aware of an inescapable and disturbing fact: We
will not be able to sustain our businesses over the long haul because they are based on
two assumptions that no longer hold. One is that cheap, unlimited hydrocarbons and
other non-renewable resources will always be available. The other is that the earth’s
ecosystems will indefinitely absorb the waste and emissions of our production and
consumption.

His experiments have extrapolated the consumption rates of developing
countries. The conclusion came that for every person in the world to live like the
average North American citizen, we would need the resources of at least three planet
Earths. We have only one Earth, and some argue that the standard of living in the
developed world must fall for the developing countries to progress. He strongly
disagrees with this zero-sum mentality. Instead, he believes that if we use our
creativity and scientific knowledge effectively, we can provide a strong return for our
shareholders and grow our businesses—all while meeting the human needs of
societies worldwide and reducing the environmental footprint of our operations and
products.

This is the challenge of sustainable growth, and to meet it, the primary motivation for
any company must be improved business performance. Of course, environmental and
societal benefits will follow, but the underlying rationale, which must always remain
in focus, is that sustainability will generate tremendous economic value in the global
economy.

As a business practice, sustainable growth seeks to make more of the world’s people
our customers—and to do so by developing markets that promote and sustain
economic prosperity, social equity, and environmental integrity. In no way should we
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in the industry be apologetic about increasing our customer base. Sustainable growth
benefits millions of people, but it is not altruism. We pursue sustainable growth
because it benefits our businesses and our shareholders. Protecting the environment
should be a core value of every business, and for many companies, that is the first
place to start. Companies will make the most significant contributions to sustainability
by doing their best: making markets work globally while protecting the environment.
If one is looking for a new definition of corporate social responsibility, sustainable
growth is it, and it is directly related to business self-interest (Holliday, 2001).

Sustainable growth seeks to make more of the world’s people our customers—and to
do so by developing markets that promote and sustain economic prosperity, social
equity, and environmental integrity. At the same time, we should not forget our more
significant role and responsibility. Companies will not succeed in the twenty-first
century if the world’s ecosystems continue declining and societies fail.

Discussion

The need for sustainable development stems from the compulsive need for people to
expand in size of any activity they do but now with a notable consideration for our
resources and future generations. The following four aspects explain the need for
sustainable growth for all.

Environmental Aspect

Environmental viewpoints often drive the discussion of sustainability. Environment
plays a vital role in our sustainable future. All the socio-economic aspects are inside
the ecological sphere, and there is no economy outside the society; hence,
environmental discussion is necessary.

Humans are the only inhabitants of the planet who have strained their resources
critically. Most genera of plants and animals have built-in controls. They need an
economy that they must strive to grow continually. Their food supply limits their
expansion, and their number could be better if they become overburdened. Since most
life forms are somewhere on the food chain, they are often rescued by predators that
help to regulate their population, influenced by the many coincidences that shape their
lives.

The same does not apply to human beings. Human populations always tend to outgrow
subsistence throughout history, so diseases and famines would even things out in the
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past. However, technology and the growth of cities have stood in the way of this
pattern of balance. Ultimately, our present population could become stable by
increasing the death rate beyond the human birth rate. This appears to a great many
people, nonetheless, to be an unsound arrangement! We should expect that people will
continuously be impacted by their general climate, regular or counterfeit. Imagine a
progression of circles, where the economy circle lies inside the public circle, and both
lie inside the climate circle. Once we understand this hierarchy, sustainability begins
to become more evident.

Thus, sustainable growth must always consider environmental change because
humans are directly related to and affected by the environment around them in the co-
evolution of human and natural systems. Changes in the human system and its support
system, as well as changes imposed upon humans by the environmental system, must
be slower than corresponding adaptation processes in the human system and the
natural system upon which it depends.

For example, global change reminds us that the economy is embedded in the
ecosphere, and human life depends on maintaining ecological support. Consider all
the press now about world climate change and the potential resulting dangerous
economic and social impacts. If weather and global climate change significantly faster
than life can adapt, major extinctions will occur, such as when the dinosaurs
disappeared from the Earth. Likewise, suppose changes in our environment affect our
climate. In that case, evidence suggests these climate alterations will, for example,
impact coastal cities with flooding, change the makeup of whole bioregions around
the world, and directly affect the economies and comforts of society. This
consideration for the well-being of all life is extended to those to enjoy in today's
world and future generations (UVM, 2019). Thus, the environmental aspect makes
people move toward sustainable growth.

Future Generation Aspect

The main takeaway from the definition of sustainable growth is growth without
hindering the growing capacity of future generations.

‘Because we can expect future generations to be richer than we are, no matter what
we do about resources, asking us to refrain from using resources now so that future
generations can have them later is like asking the poor to make gifts to the rich.’

Julian Simon
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An assumption that future generations will always be better off has permeated
economic thinking since the work of Adam Smith and David Hume. It has been
utilized to legitimize contentions that society needs to stress over today because the
future will deal with itself. Such contentions hold if activities today do not hurt people
in the future; notwithstanding, this cannot be known with conviction. It is conceivable
that people in the future can be exacerbated by acquiring fewer assets from the
ongoing age than they need to match our way of life (Anand & Sen, 2000).

Verifiable patterns in prosperity and projections about the future condition of the
world can illuminate a sense regarding whether people in the future will be in an ideal
situation despite the critical information holes related to each.

Angus Maddison endeavored to construe verifiable patterns in prosperity by drawing
dissimilar and sketchy information on the existences of past ages into a proportion of
GDP for every capita, as displayed in Chart 1. While GDP is a fragmented proportion
of prosperity in that, in addition to other things, it deficiently measures commitments
from the ecological and social circles; it can, in any case, give some understanding.

Chart 1. Estimated country and region GDP per capita, (a) 1-1700 AD, and (b) 1820-2008 AD
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Source: Maddison (2010).

Gross domestic product per capita has stayed moderately low for a long time,
underneath even levels in the most unfortunate African nations today, before
developing quickly following the modern transformation. In the first one and a half
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millennia AD, life was short and marked by disease and famines. Average life
expectancy at birth was 24 years in Roman Egypt during the first two centuries AD
and in Medieval England (Maddison, 2001), compared with 80 — 90 years in
developed economies today (CIA, 2012).

During the World Wars and the Great Depression of the 20th Century, the well-being
of affected countries declined. Nonetheless, these occasions did not keep going for
age and prosperity as estimated by GDP per capita continued development during the
times of reproduction followed. Since the end of the Second World War, the average
world GDP per capita has dramatically multiplied, driving areas of strength in created
economies and Asia (Maddison, 2010). Expectations for everyday comforts in non-
industrial nations stay much lower than those of the created world. However, they are
yet expanding. Higher livelihoods have been joined by better well-being, schooling,
life span, ecological convenience (especially in cutting-edge economies), decreases in
working hours and outright destitution. The world GDP per capita is multiple times
that of 1820, while the total populace has become almost sixfold. While the Maddison
dataset recommends expanding prosperity over the long run, there have been periods
where the prosperity of replacement ages has diminished. For instance, prosperity in
Europe declined between the first and tenth hundred years following the fall of the
Western Roman Empire.

Looking forward, it cannot simply be taken for granted that the current growth in
living standards can be maintained for future generations. Productivity growth in
developed economies has declined since the 1970s, potentially reducing the
momentum that has driven increasing living standards in recent times (TED, 2012).
For the first time in history, we are affecting our natural environment globally, and
the consequences of climate change are another potential source of long-lived well-
being declines. Thus, we are still determining if future generations will be better off.
Hence, sustainable growth is the want of all people.

Social Inclusion Aspect

Social sustainability is about inclusive and resilient societies where citizens have a
voice and governments respond. Social sustainability is also about expanding
opportunities for all people today and tomorrow. Together with economic and
environmental sustainability, it is critical for poverty reduction and shared prosperity.
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The core tenet of Social Sustainability and Inclusion’s work is to help people —
regardless of their gender, race, religion, ethnicity, age, sexual orientation or
disability — overcome obstacles that prevent them from fully participating in society
and supporting their efforts to shape their future. It works with governments,
communities, civil society, the private sector and other stakeholders to create more
inclusive societies, empower citizens, and foster more resilient and peaceful
communities (WB, 2019).

Social Sustainability and Inclusion focus on increasing opportunities for all
marginalized people to participate fully in markets, services, technologies, and
society. In Panama, for example, this means working with Indigenous communities
and their traditional leaders to improve health, education, water and sanitation
services. In Serbia, it means leading a study on the socio-economic outcomes of
exclusion based on sexual orientation and gender identity.

The world recognizes that eradicating poverty in all its forms and dimensions,
including extreme poverty, is the greatest global challenge and an indispensable
requirement for sustainable development. All countries and all stakeholders, acting in
collaborative partnership, will implement this plan. They are resolved to free humans
from the tyranny of poverty and want and to heal and secure our planet.

A more sustainable community recognizes and supports people's evolving sense of
well-being, which includes a sense of belonging, a sense of place, a sense of self-
worth, a sense of safety, a sense of connection with nature, and provision of goods
and services which meet their needs, both as they define them and as can be
accommodated within the ecological integrity of natural systems. A people group that
is genuinely maintainable accommodates the soundness of all local area individuals,
regards social variety, is evenhanded in its activities, and thinks about the
requirements of people in the future. In such a manner, social value suggests that
different social and social frameworks are safeguarded and that pressures can be
settled by appropriating expenses and advantages evenhandedly. Maintainable people
groups consider intra-generational value (e.g., elimination of poverty, viable levels of
welfare, protection of public health, provision of education) and between generational
values (for example, leaving the world in a preferable condition over we tracked down
it, safeguarding people in the future's privileges to chances of present ages). Thus,
there is a need to create social inclusion and involve all individuals of all world
backgrounds. Sustainability is a hot issue and a want of everyone in the world.
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Political aspect

Political factors play a significant role in any decision made around the world. Politics
is the basis of decision-making in all countries. Politics have influenced significant
rules and regulations for different projects. Politics is a vast ocean where all other
disciplines swim. Politics plays a huge role in sustainability as well. The decision of
politics and politics touches all the aspects of sustainability and has a lot to do with
why we all want sustainable development.

Large developing countries brought forth the need for sustainable growth after
realizing the vast depletion of resources and the environment we are living in. Our
production sources are all fielded by non-renewable resources, which are non-
recoverable after use and cause severe environmental damage. Hence, keeping these
things in mind and respecting the needs of the future generation, some rules and
agreements were placed to minimize harmful work while expanding the economy.
The works include carbon taxes and limits on the carbon emissions a country can
release in a year. These rules may be an excellent start to the world's sustainability
goals, but they are heavily skewed toward the rich and developed countries.

Developed countries already have new and improved technologies that help them
produce goods and services without harming the environment. In contrast, developing
countries still lag in the technologies to keep up with the new sustainability generation,
but the developed countries have higher carbon emission limits than the developing
countries. The carbon emission limit has been given considering the size and
production of the country rather than the mode of production. For example, a
developing country may emit more carbon gases into the atmosphere than a developed
country because of their lack of technological progress and the need to use the old
techniques. However, a developed country still has a larger carbon emission limit,
even with very few emissions, than a developing country.

For a developing country to carry out growth and development projects in its territory,
it must always exceed the carbon emissions limit and pay heavy fines. So, sustainable
growth can be a ploy for the rich and developed countries to stay in power and assert
dominance. Developing countries will have to rely on the rich and developed countries
for aid to sustain their growth. Hence, sustainable growth can be seen as the want of
the rich and developed countries to reign over the weak and developing countries in
using their resources, reducing the growth of the developing and utilizing their
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resources for their purpose. With the high limit of carbon emissions set for them, they
can take resources from developing countries and use them for their growth. This
point, unlike others, points to the selfish reasoning for people wanting sustainable
growth.

Conclusion

Sustainable growth has environmental, social, and political aspects which influence
people towards sustainable growth. The needs and wants of people are to grow in the
size of their outputs. This is debatable because of the trade-off between growth and
sustainable factors (environmental, political, and social). Therefore, we must analyze
this topic, referencing data for further studies. Since the dawn of humanity, human
civilization has only emphasized the production aspects of the economy. This trend
has resulted in the deterioration of different social, political and environmental aspects
of society. Only recently have we drawn towards the idea of sustainability, which
caters to all the multi-dimensional aspects of society. Hence, many people are moving
towards sustainable thoughts of social inclusion, hearing the voices of marginalized
communities, environment checks and carbon taxes, political intent of environment
saving and looking after the interests of the future generation.
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