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ARAA®h S ATl AS@IT "ad dTefehl S9Usl & | q4mm,
ok U Tell TSRITHT AUTele® ST W ToRAT HTaXd B |
ARAATE fgel, BiEr, #97 @il T A= AITH! Test Tg=h!
HTTHT AT &S THH AT (APRERT T Farerete qie el
FEATH T TEREHT JTAT 1w, | TIeT ATATHT AT THSATATS 5ol
T RRTHE AT THTATT T FebHT AITAS el AT (AT
favg | afe araere fatr fadorerg sfaeaw ammar sio=nfees
quTeiTeTe T Wbt sraarar fageflt fafqwaer afsafawn

JHT FFRIHF JATT TT9S, |
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QI qR=ITAR] ATIRAT TRAT aed Sheed  ATeh
afg=TAErEAT 907 (a0 Yreq qgd AAT @rdr @red T BRI
TR e UM B AT TSTSH Fogeh el AT ARAHT 5T
T TUTAT TG ATZREHT A | ARATA AR (AT FRIEAR
FRAT ¥ UETR] ATURAT T AT Few ATdERT SREUsH g |
TR ATNT YT FIHIR T AT ITCE SAebebl AheTE FHITed ARATH
FTIEATEHT T ®IH AEAYAF FA®A qdT (q=miaaet T
Arepl AT FESIHRT TRIGA ARG T T FHEATH AT THIH
FFTIAT faSTAT TR ) |

AR Jqredr  fagmor feree awdm g S
TAIAYAIT  ofF qdT fa<ii FEATETed  qOrAHr e fagaer
FRIAR YA, o @IAT @led AT FRISATAR q979 g,
Q=TT THET g4 ¥ 8¥ auufgeratg on] 11Tt NEFT Model
(National Electronic Fund Transfer) &I dde®are @H#d Indo
Nepal Remittamce AThd AT FATT AT (Y90 g T
FEATE TUHT Wedd TRUH G | GRAAT AT=ARE T AT
AT [t FEATHT FH T A9TeET @rar @ied T Foarad T9
T EYAT AT ATTITF HETSATT qGT IR=IIT U a4 ATehe
ST eIl MeEd T Ar=Ia: & i IR=rgaT 78T gar gt
=T AIEAHATE AT TITgH qHET e T 31w, |

AR HH F9RAT FRERT FaTell FHaEEH garedfd, fawer
TR T ARAT A aSRAT ASHNIHT A Jv [q&ar g
JEATAATATS HEAASY &l 99 HRAaTe des ®9AT (99 qaara
RN AT fayqeor RS A9Telt S qar faxira gwer T fagwr
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FHHIATS [l T Tl Tgeg; | TR, /IS Joor@ TRUHT T 3=

TR FROT Fafere =T fagaor fafrm/ fears aeer afgse |

BTAGHH [~ FlSATZHT aATeS[E I SSTSTaaayTe Fearel fageor

fHATS el ANTETH HEcaqyl & | oI ARAETE AT [y oreh!

UhTeTETg 9T AT A= AreaHare (i adba et s

TR S |
AR SEhd! [q9ahl A7 HABAT ASTIAHT AT TR

AT S qgT fAUN FEATEE e ®GAT AT GRERATS

FaroroT TSGR T | ARIAH AUTGRG AT, TTHINTF T AIEHTF

TEIT AUHT [GHed! I AR @aerdr b fagwor fagwor

FRIARAT AN AR, 0T, TRIQTAT TAT ATATAAT ATTGHAT TO7

farea@iraT Ta| T T T AR AATAT AA=T TG T TATAR]

I HT TAT T TUHT T T WEqd T A, | ARATT S

T foeirar T T %1 egary R Red St fawa sgawn

¥ faf= IuTe MIaTERT Faeame=d 8El gad ARTHT TEH

TATATATE T ATTARE  GUTelTane (oo g fasarse

iRl fawl FET FWESaRw g5 MUH AY AT Al qwEr

FHTITART AT TBTISHITH T T&d TS,

Q) RAATE TAAHT fIT0T 9SS ¥ FRER TH ARTHT SHHT
GTAT AUHT T AHUH! AhAAHT BIbHIh AT FaLdT
TRTHT & | GTAT TUHT EFeEdATs bel el AFLIT TUh! dX
@TaT AUHT AEFATS ThH T BRIGR T&AThl GTAT qlibUa
B | @Il @Ted Fel ST ATaITH g TUHT o ATeATel
QAT Gled T g SRGUHT I | AXTHT e AT T
FH TSN ATAYT® BETATAH] [ATTA] T SFLTHT AT
ARG Shg®EAT JUTleTs @Al @led T Sihg HRIER T
TES A g BRISMA 99 T Al T I@ann fofasm
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AU AATATRT BETATAES TRATA FSHHAT FAT FHARIEEH
YA FISATSAHT & HUBA BN T @TAT Gl TR ATHT
FESATHT T |

YTEH TE=ATTHT ATALTF FRTSATAES qqTell ARTwS 98 T
T FIARAT ATTH §aT ARARIT AT Sebgeed  ATeHT
ATYATE FH &4 A AIXITATE HATR TR TeATRd TTEh
afe=d gl saeved T |

g1 Indo Nepal Remittance Seheme = id NEFT Model
e [aUTT FRER A528d! © | S Scheme I~ d Teh
TIFHAT A1.F.40,000 T Tk FUAT R ek HTHA HRIER T
I AT.%. T ATG AT [ITT TSI Gl T HIATa AT
TEHA Tk ¥ THHAHA] TATT T=hdl qqeead gId |

FET THT IS WA GRATE ool g sy i A,
RBI 2021-22/94 S=a3d gral FUTA AT AT ool &l
TS S fdtids T o= NEFT J4T SUTed TRIS Seheech]
AT Fraferd AT @TAT AURT FATUTENRT ATNT AR
e Sepgmr difepuee drar Feltgw T gfqeer e
T YO EIRATE T AM@ FIEAH TRTH T THHT 43 HBRIARH
ATHT EATHTA FET FEWH0 Heqd AU qraid S @rar
TR AZASIE ATl FHAT AT AT JUqAL g AHH
TR ATEAlTF TEET AATAA § WRT IRTH |

a9 FFA AR hHl aaTE ST ATBTAHITTHbT
a1 gERTAT T fagaer femrse fHaEaeRT sAaeamaEThR
FE IR B, IAMIT TR T SITAH F==ATieqd fagoor
FRIER T GLAEEA qcd~ AT TS@ITHT A7 JaT FRAIAT
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FRIAR T & Tad ST T I ATqITHAT TEH |

%) fa9w W wRae ey fafra fagwo fafwer afverer fen
Bar T uREll ®YW F9  ANaAET  faEErsd Inward
Remittance @I #RT MTSS License Scheme @R[ T
AErATER faaerare [a9ar g ARTeew | a% I Scheme
#=id Outward Remittance Scheme FTATITHT AXaehlel
i JaTer T AT fEaTeT IHEAT HeRed! AaTITHT 9T
T IRAPT TFI-IHT fATTT ATHATEHT AT o IMHT ARFR T
FEI SFehepT THATE Teed TI |

9)  FATIATRE HEAHAE qUT (4t qRdrE w9arer g
THHT 1.3, BRI Jeo ETHAT TR TUTell SUATATE AT.3.
TIAT EaT ATl SUAITRT AATATH HH gATa qTBIA
af AT ¥ ARAAES [T FREARATS TeTde g Tad
fepfermel (ame, STHAded JTataaT AreTid sers s |

S) R FYATHT TART ATehg JUTATHT ANfeaTe Fel qer=red (41
faed g, avaar 3¢ AaedT (aeiar g7 qa, T qIraTar
HEATE IT g7 Fa ¥ T GHYHT 9Tl fadrd Tamiyed,
A &7 TMIE TaH qHeTd Adaeasl faee ¥ faeamwan
THE AIlEd WUH M WRAAE I ATaHare
fargeor TS Saa=aTehl THIEdRI Hra=aT g0 |

) WU T VRA AT (FHMATHT FRU ATTAAATHT Fesl Taehl
FRU WIS TATATATs AT dhewe Walking Customer
BT EAAT GATT T [ATq= FHET @13 TWhe afq @rar
TG AT (A0 ATST FATSH a¥ ATEMHT AR g4 aT eera
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T ST T Al AATTAT TAATHT AGH] RO (g1 FHevhc
TSI AUHTA JHH ATARTE THTATT g |

10) SWRAHAT SF ATEHEH LA fayuor FRIAR TH I HaedT
FRET T ARAT SIehebT STTET FRERTS T ITHIOT SAThTE fareamy
THURT a1 q Sehae i Ay qargd AdTelrers qwarn
ThT HARATATE MR &l THT AT [q9aars sedv Hecadh
AT FHTATAH] Ted & A<l IGUHT |

9) ST ¥ FRASTERT ATHIR Stehg T fayer srremr garer
fgar gfafuddt a=re amafae qepTTHT STHERHTRT fETsT

T GII3 HRAT AHTH! BTATFHD] AFTTATHT HH ARTTHT T FH

IR ARIAHT THATAY g FaedT IR UPI T FaTeleh!
NPI &1 A=RATIGATHTRT RIS TR FSaT T8 gad |

fsper

U ¥ YR 39 AT WRHRS (g9 WIEAHATe &
FRIARATS I=d TTAHHATHT JTCR ATEATF YT TREH aal
faIoor FRER 99 Fesl g4 qUHA Jad® (9979 qga T fedr
=37 f8el a1 2qa=dn FA=ae T SFauH g | AR oo
el Indo Nepal I faywvr 47 Hifaa deare w13 Torge o
HEALATATS GG T BT I HRIEAR e ATTH HFIAEEATS
qRAT foord ShebT goge UL e T geel A9
HEATH FREAR T FAAT (AT ATAYTF FESIHI0 T
g | @y, gefedr gfafy afvadaer gwawr ardaare Online,
Mobile Wallet ATHT H1d T ATHIT JaTH T AAreAredd faia=
AT ATAaeh] FEHTAAT HHTHE! TH AR THI a(gUehl |
aqrd, MTSS License Scheme @R WA Inward Remittance
FT TEREHHAT TF Scheme F=d &l Outward indo Nepal
Remittance Scheme ¥==Mad T+ AALAT FHATEAT g FBH
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7% fayoor FRIARE! T8 99 e gaas qrar sfaws, |

Indo Nepal Remittance Seheme #=itad NEFT Model
FATATHT T ARIATAR FRIAR & AMGUH ATHIATS ARATHT
T @A SFAT &I ARATT SUATHT ETeehl GHTHT qHATI
afg T At TRA FTWAT T Ufd UdH BRERSr drEr aiq
TR TR BTeAh] AALATH] TRATAERA IR AT FLMGA T
TSRO I JREwg | IRAare JaradT faywer gersar KYC
P AT ATILTF g BRTSIAGEA] ATl ANBATR] THTIT,
ETETHT, BTH ITH TTHHT G&H TR IR=I9T, TRAT TqT FE,
AR FIS T q7F F I IRTT Gorl BITSATAATE HAT faeae
SFRAT T AT IS Sebebl AR TRAM RoTe SFhaT qeet T
TATeATEEd YR & agr fadr J4qrr @rdr @red, g==med T+,
FRER 9 ¥ (G990 518" F8s g afawg |

7ay, fayor Aqrerert fageft qaT Afs=taer! Aecaqul qIeaH, ared
&7 TATTICTAT FNTETT TRTEHh! TIT FAQTIRIT FATeATeR SEATIH,
TR AR T AT FSETATRl ATNT JedAel q9r AYcHel &I
AN TIRIeed! AMIF A% TUH TIGH 13, f[aear T FHqT
WINTHT q JeTae SHIMERIIEE Ted g9 oedl Wl &g |
FATT=N e TR 9T 1k BRaTeheTy T SaraRa T aeefeaa gt
STEIERUATs (A T qar fagel fattwa sreaaare e
T faeft fafawa fafea ™ U9, R09% &1 Seea arfaa 9 afq
faaerdT g faUuur THEHE TEIART AF T TATH T8 Aol
3
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AR STl AfSTebebl T GAT AT HUHT TF [a900T ATHATEHT
AT (HTART STem qFATaAT Teehl HehaTd Ta [aauor STgaTedT
ISR ET i GHE Yed e 9fq JuTersl ot g g | a9,
AT HRAATE YT T (9w quiesqwy sfebg Arersare g T
TIHRT T a1 dh T AT G T8l g AT oTedl g |

ARAAE &1 [auuer syaesl FH@E qarR TH, AT
fe=® gigars &7 TH, T¥ed &Fare g faeefl Jarer areRE
afg T fazelt fafrme afsafaar ao afy == wnfr ovd fafae
SUTIEH ATAFT THI MGUHT B | TAAD] ARG T ATIRHT
ARTETH fewdr Fa qEfders W ARAITR AR =TT
FH T, ARG AN ARG ST AATAEEb TGEATH! ATATAHT
faoor sMyaTEaHT dfg T TIA PR T TUTA A Sbed qRAT
ot ST 99 GEdd T GHSTE GHEH THIE | AIAare
9T GERTHE 5 qRaseql Afgrag e Brareary quer T
eI AT TGEITHT ATeATE® SR TRIEHT HAHATE AT D
AreAFETe fayuur faaTsT AuTeel A 9ed T GHET FHTE
T feam THE |
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Seideal didddeldl Jdigd dedl
Ades : dRIAIGDH ARGA AldaAdL

TETETE e

geaufe : gfafardsft g7 TEdw eTH AR ywry

JOTAR] IR THT qUTST AMIE &7 99T AT T Iqered
TRIET YHTOTIS NIRRT &1 | AYTeTAT AETeehdl JHoras fadwor
T WA gl AT AWREAT O9- 007 ¥ Furer AmiaEar
frawTEel- R09Y TRT YURT UTg=g | ANREAT THEHT A7 T g9
HeaT TRIAT U qAT (Tl &1 | I9al ST AN edTs afe=rd
T HTA THUR ASTTARATE HaT FAeT ITeAed TRTSH FHA AR
THIIAA FOTSS, | cAfd |IF BI8d A< YTl I, ¥ S,
ST FFfepl e T g&areevl, el i, ATy,
T3EAT fATaHd ANTREAT AT g7 | qeTeds ®qT GRHT AT
AT TRERRT TSSTHT ATH@ @Y fadr TR AUl T
festraeett sogrer af TRU#T qTEew | a9arE THiEd 93¢ Jomerar
Teg TRUHT I S STHebT FRIT TIE ANl b e
EAGH AT (A G | Q%-9% THT =T IHIAT [@raTerl Hiar
AR IUAY TRIZUHT AT AWIREATHT IUAH TRISTHT [qaRuE®
ATHI THIMS, ATT gH, RIdl GAUR dReb @I Arerel Faed
g AUHT AT JHITT ATEAR] ATITh ITHT Teh THRA ‘ATIE LS’
qifad Tgahdl G | ANEATS AAAIaH, ATMTF ATTBIRBT AT
ATIERAT THTTT Sifad s a AT gfafai gas | qnd A
JriHiaE ¥ fefstad fased @ sed 3 |

* PTIERT AT, T I S
T ofedr AT T S g Ay TueEn ffa 2009, JemE 2% T ufedr
& AATAH! Faard 092 AT ARTREHATTEE T [auge T arger
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ATATHICE TANTH ARG AT

faeder FEl AAF AT ARMNFATS SEAEE  TR=IqT
U TRTSH g Bl AT ATHT gfderd 9 g7 ar fafa=
TATSTHAHT ATNT ATATHIGHHT FANTH Sfaerd a4 A @ 3 |
AT AR GEATAR! FHHAT ANEHR SAAHEE fad T
THETT T H Ged T AATAERI AT gel g1 Teal |
T 956R AT %hed YEdel TR (anthropometry) OTTETeh!
ferepTd X | STgETE AT ERE [T A5ewmeh] ATTHH ATIHT
ARTGEE Glead T HH TRAT | AT YAl fqeael Hiaaa
Hehewed AT 9TATealeh! TATGAFH YT LT g | ATATHIdeheh!
fafaer gaRTeR faekra ¥ fawaredr vy gfataer e z=T afver
Golthl B, THHI BRU TAB TARTHT FEEHGEF BIHT qig HIHT
B | ATAICHATT ATERH ATHR(T AT AT@THT AATR TAATHT
dterdr g (Rl wErer sfaem afa wEr 8 0 smafae
rATH{gE JaiaAT AR afe=Tael FFATT T 4280 Bl TUqHHT
WD BT | AR AT AT ATERERT FEATT 9 A 9424
af wusl wiid=g (https:/www.thehartford.com) | |7 2000
afeg d faea faamaae aEaiesd faeR e FFgeR sraiane
B T FoATATHT TR B | T BT GoATATHT ATITHL
e AT JAfeady afq T AFws | RS ATaTHT T
TEd F 3093 @ ATTHRF arEr fafesare a9 ArESre v
AT YA (AERaT Jeor@ g i Gerd @ 11

TATAICHR TARTH AT TAAETATE FIAS-92 o A del
HeSTa AT | TS FAafodT FARHT 97 Helhel ATATHT AITTHT
gfqad, AF-AMAGa" THAFHET G, TAd WX HT T,
FATATHT IUEIT S FIHBTS T T THIAHT AN AG fA7-Tad

T AT "R afted aiv=mad agr afssee faunTer Feargade
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af SIS AATATHT TEAA STIAA FATCHIE (qebId TAT | AT T
B Taheh] HETHII FATSIATS el 7 el THT ARET HIEe (30T
TUHT §5, | AT Tahehl HETHIRIA B BT ATGT ¢ a7 feforea
TAT ATATHIEE TAHT G T BT (qURT B | AT grat
TUH! Faeraer A1 TERTE gal 99 8 7 argas gfafuems age
9% faenfyq 7 AT favare T afee |
A qi=Eas e feet e atv e afa

AT Teblehd qaRel FIATEAT IR=raay Jqeed WIg=
T FXERA AT A, J0%% /%9 Bl AN TAT FRAHAATHT Iqagdr
0509 FTZT T ANET TREAATT SAALATAA e TATIAT 4T | AT
FIATE 99 AT T Ih AILITIT beg T TSHT HIHAT 9T
T T HATAT AT Beald TSRO [T Tehlehul
T e AATATAR AREA qR=ATT TAT TSR0 (TR
TITIAT AUHT 81 | Tl [aNTHTR T AT AR ATl AT ehehT
qghe T Staed faavurafeder fqavor gge qur WuerRw W
ATATHfaeE TATE TS AR T AT a3 | Aftad gfe=aa’
A fegusr a1 UR=EAYAAT ANMRE qiR=T GHIOERR fefaed
THIETE g TATSUH @ | fefsTea [a9rar e Aleidl Agias
TET JAATS TSR GATT AraRaeaivad TRIg fatae srHe
SATNT YANTHT TS Al g7l AHe] G Heed @l g 1S

TISTAT FAT AT ETAT &1 TBRFT [HUIe® TEAT B |
TN TRART FrATEAT Tl AT RRacl Sfaws; | =T Tt FrereT
(AT.9.30% /W9 - R050/59) AT AT IR=IIT AR FEHTATS
HEAH! AT BATRUERT A1 (Game Changer Program) T

§ WU WFR AMLT GR=ATT TAT IIAHRT [ARTH JadTSeae
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=0T ferguan a | T FTSTATS qIRBed T AT AT TqTchep
¥ SAfaes (@mETaies) faare ggam T aftea afe=a T8 (Unique
Digital Identlﬁcatlon-UDI) feds! sgadn, Agfae giataah
it qR=a [qaR0T T ATa9dE TEH Iooid TRUHT G | SR

S7H, HI fﬁﬂ%ﬂ? SEE R EEENIESNENHIPIED TR ‘C{d"IIVIIS

co’

T AT gfataar e wfqerdreeer T8 Afted af=ETT T
TR TeAT Tal Jumetrar= d=araragdr (Interoperability) FaH
TRUHT &1 (AT aR=IdT Ja7 Iosiiabeol fasm el giqass)
L, AT IR ST el Tefotee Jarer wHaeh, 09 o
Y AAFATS [SITaTGoTaT ITHHT AT TS FaT ST AR T3
ArA=Id 50 a1 Tgdet (Initiatives) P aEIT THT G | ITAH
g fefsfea qalaRa=nia amEmmicd a=gaadrs 99 TF
YHE TATIHT STHT [AUHT B | T TR, Gt ATSTAT FIATaaH
ATUYTSERT B¥h AR a¥ehl HId dAT HIAHA a7 alNek oo
FFTHT AP TRATTAITTT FTIFHHAATE FITSTHT S |
AT qAR=IIT TAT TSSH [THARTA AHHN] IRTTATAR
qAHAT Tl (99 ad) fFoel TIMAT FRATATAT AMZA  TIR=ATH
TS TATYAT 95 (A0 Fare! IHT faaer gam w19 TEasd
T | FHaud FTedtdr a1 FTAATS ATTATHR BTAT NS TQTSURT
[y | THATAR ETAEF HRE Tk FIE 30 AM@  ANTREH
e T aTATAfaE [TaRer Tged TgaEET g 99 T 30 AE
Unique Digital Identity @fedel Ig39aRT THIEHSH SUTS HI
TEIT STUHT T | AERTAT (a0 BTIAT A7 SAfefeh T gfe=rga=ars
Afard TRUHT B | gaoEr e & T T FATHT AGHT
TANTATE AT~ Hecddl AT el TgResdl & | Sardied
[eaRue®e! 4?9 ¥ Authorization & FFU T, Hid b (o,

3050 3T - 49 kL



AT AT FEAT FAATAART [qTqHEAD HAfAd BTAGHH TAR
g AR G | AT HAEHTE fg=g T faqwor 9 giqEver 3F aw
IS a9 AR Gy | A TS Bre [Uvdehl Tl TGS/ TTHTh
eI T AT I T ATF9TH 3 |

fefrearssaaT folt & qur e\ ATk et

q FJHY THEHT ARTFF] JAThes T4T ATAHIGSF fqaw0 faq
AINETT B | AT FA Fod TaH AUTAR AATAR BATALIHRT
TEd g FAUH A Tehl TRHRB! FFHANT L [ gIIee |
T AUl WA AT JTAEdT Taid q@d Atad q=rgae
URFTE gtRaT g% 9 ¥ uga M= IR (wfedsr gEfad
FARITATEAR & F9) T A ITh STHEATH] [TaR0Th] ATITHT
Frafes faawe fag d #1E a1 FHad WawHATRd Unique
Digital Identity (UDI) Y&TH T+ SI@€dT THISS, | THICHSH SUTS
TJor fqaRer raearas @il g9 Ul Gl AT e faazor
AIAE ET S | UT W &8¢ Faem I T Afehed qUHTA
TAAH I A=A ATFTF G |

AT Hecd 0 Je Tl I feadrae &1 | adrawar ael
&7HT Alphanumeric a1 Biometric Authentication T @TNT &THT
JUTE qAR g9Es, | A1 SR Gl JOTATRl o, Aravasd
STHFR & ATEYAF G | AT AT AT &aTe gare e o JhrR
T AT FrALTHT ST e a9 St faawormr afeftheer g
Interoperable Integration g T& UTRATH! FHT Heca ol =0T
21 | ATHI YERATAfSEl e I 9 G0 9 T&T T SArqadar
fger Trsaet agaTe @ fad #rer feerg THEe |
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FTATHIEE TRATTTAHBT FATTHT ARART AT

qRT 27 | ‘9’ (Aadhaar) 9 faguar a1 Jathe qar St
ferarurgiede aie=gaa a1 TFR ARAH fefea ddam fAafe
AT A= § ATUR AR B | ATATHT SR’ 9 fefetasr
A3 &1, 7 & ARAIATs FIREE ST TRTewg | A Tel
‘AR’ HT g IAA] TR ARAA BIel THIAT AThHATS [Teabl T
Al FIT g FIAT 74, | I 00%, /T Unique Identification
Authority of India (UIDAT) T ATIAT T4 G¥IT AT TR T
S faa=or fom foear evmeguer @ e @9 090 @ 9%
fefSTe®l e ¥R faaver ¥ el 937 | ARdsedr [aiaard<h
qR= faaRer T Al W #fe T qRPR ¥ (Al fad T
ferepT (earad et UIDAD If=a YeEmERT o | 31 o
TR TETEEH UF AT 35 dR0g ATIR TR [Fgavur usl Aadhar
Dashboard &1 AweraTe =g | TEITART AT AR TFR
HRAAT 45 faA9w=T I&r FEara T G JH THEATS [AATARTeTH
IUded TRIERg | ARAA  ATHITE GIETH ATHAT qAt AR
glaar fad=or T 41 aRAW F Wiad T B | TR AR FIS
AN g199 Manual System AT @ #re’ fadqrar e | sfee
THEI A FedTs Al AR TFRe IIARATIT & Hid AT FIS
AT FIEE® Boll AfCURT T FEAT ol FISAThT 9T qiqad
A1 %.99 AR FS TATSH THI TATF ATASE TUHT G | HRAA
ATIR FTedea®l Digital Payment Infrastructure-DPI TR TR
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HATAATS el gad+H [efTargse TaT 03] ATEH ANTATIAR F
T JeATEAehT HiXe 9.9 GAerd s T=AT1 | AT AR FTEET
SITEUHT ehare IPUHl ATHTAFH (8T THH b Bre ST
e dfed =razarated®’ Aadhaar Enabled Payment System
(AePS) @F WUHN T (Paytm, 2022) | She&Ed HTER THERH
T YATT 75 Frsrehd Jesk qie=n (Centralized KYC-CKYC)
AT T Sl iahargdl SHERATIT AN QR AHIH SARATE
S YeHT | WY G | TGS Tl ARAIEEE dfhg dar fawr
TR i AT fTorers a9 T AREH AN GRETT AT
TGS EUR =R ~AIBIUH] TETH & | GHIHT ARAA AR
TEReTs Free Public Service @ ®YHT I WRAME $ANT T
e T egae W fefsted W HiET |iee 3 97 AR

EREAEN

AATAHT AT AT IO S ?

e UF B FOM W fF TUT WERS I AT FHR AR
FH GEAT BT ? UE], U3l Afchebl ATHAT i g2l AIEEA
[T T 8T 7 U3ar Afheb! ATHAT AITAHT FHid bl AHT B
BTl ? T ATHHT i q2T TSN Bl 8Tl 7 Bl Tl AThebl
Hid fFdT TR G BT 7 AT AT AEAIAF STAAT ATATHICH
qR=ITT JOEAT AR] T AT T BT U ferefabaT qreq T
TT G |

ﬂ IMF, WP/23/78, Stacking up the Benefits, Lessons from India's Digital Journey

** https://blogs.worldbank.org/developmenttalk/indias-digital-transforma-
tion-could-be-game-changer-economic-development
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050 M 3 AR AUTAb! TIAT AAATSTHAT  “HAhleh]
Hramgde! faq F1 Heer dfhg TT tiaede 7 9 s,
tr TR’ W ofiTeHT e gEER gt SHHr o
few fae et Ataar | afe araHiad IR=a9T T dfdqen arag
URTIE FFIATH] A=A FEHTd & 8l A STATATET e faazorn
oo T gfeeg |

T T, 050 FATS 30 TAAH TIA HA GRPl AT
e Eeie favg TeameT SRR giaert qer o
T3eT fIeuuTeyes ATe@ ST | 7 ATeidel THIay AT H
RET FTHl TR g e ANTTHI T ABIMAR ATH AT BRI
AAT ATIHT IR &3 TUHIA ATHINAE GREAT TATHT TR
ST Td THH T gg I35d SR TRl G | 8 a9
ATTATETRT TSI AT ard IfAeTcehl ITAT d@al & W Sl
TEH g 9IE ATF.0WR /50 HT FRT F9Us I TWH B |
TN ATLITHT FERT A9 LT SATch e T HAA ? TART
AT FAHAAT AEg T &l 9 AT I+ T G |

Aive, ARPR oTed fefaT RIS werare 9 fau 9y faqus |
TR TSR] T qTRTHT Shevhidel B | ANREATE TgITwR,
UL ATSAHT AGR IS TIAHT A I T Flebar | AT
AR fefsearssad 9 AfFTAT AT FA(RAl g A1
TTE JUAE ANTAGHT 7 79 afh=s | McKinsey & Coy. &
RFRT AT FORAT (97 e T @< g9) fefradrgsad
el faeraefied Ada=H 1 Fd Meed IJAEAR FRIAT TH

tf
i

https://bizmandu.com/content/20230919102655.html

https://nagariknews.nagariknetwork.com/social-affairs/1186201-
1685242168 .html
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JIqTT T=d gAEa STHI THT G | G ANINFRATS ATAHISE
AR=ATTHT ATG T IBTHT AR FAT ATFRTATR @Sl
HES ®Id FAAFS, | SAHATE ASHIRETAT bl AehiAlhl Real
Time Data 9@ < ¥ Electronic Billing #1 #1eq@are ®H
FFIATR] FA [ahT FRIARH BREqre I T Fiches, |
GIAT AT IAT IFARTAT (AT TE TT G | 7Tl AT SAebebl
Tigect] TEATSATAR HRT T B IR AMG Aeb GTaT TG
HT T3 FRAS ATId TANTRAT T i FEIET TIT b @rer
AT ATAC bl AT Hid & 7 AT AATEdh ATHAE STHIRT
D | e ANREATS AT aR=EaTH qTeag T ATETHT
AT T faERe g T T Speed FAGH BRI (HaaT
HITITHT STATHIG TR=AIAhT ATIRET ATA) TT S @rdr
Gled TFSH | TRA ATATHICH TR=TTT ATIR’ Bl GEATTILATT
el THIAT FRE 35 FSS qARATIers S @A drag T
& ATH F3T |

JAATCHE AT eTHl dga Tegdr g (M J9melr SarhTe
TG YN U= IRl HEHT AT AT AT
FIAT 9T TN T4 TGS | A9Telle®s qifatasd feamad #Hsie
qUk FROT AT Grafrel TN BT 7G TANT TLHT 2rge |
HAHHT BT/ TATdg FaT 98 7 FTeaaTehl W43 Tel 038 T

TEFHH T QR HE 93 YA STAdrel THEHA FAN T T

§8

1

koksk

https://www.imf.org/en/Publications/fandd/issues/2018/03/gupta

https://nagariknews.nagariknetwork.com/social-affairs/1186201-
1685242168.html

NTA 15th AGL Report 2078-79: Available at https://cms.ntc.net.np/
storage/media/
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3o HiqeTd SRUNARET graena Afaur’ T suwr qrguewr g | A
T AT TS AT FATSAAT 3% FIROT 9 FTeam & |
g 203 @ Corruption Perceptions Index-CPI &1 #THR
950 ITHT HTA 990 f TATHT T | Trueil GradaTaed
Ih IIqdad TAR &l TATE el 00 AT STHAT 3% 33 I T

T AT STAfF YO AFTHRT HH ATIHe® qAACHS &IHT ‘Gt
g’ HIAwaA | fafq=T e / Aaead TSr=R ¥ 798 HRI
FRAT e qHed T I@IUH B | AIdAHT fafae s
TETERATS (I T Aihg, |

R

g ¥ AUPR I g | TRFRET Jovd Sl [devor e
Jafcher faewer A fog faqeor wivuesr ARTReArer safheT @
qfe= &9 Fded | ARREATS Aa qAT dAThed faaRurEEds
AT ITA RIS A(HAT 99 TG [afqd Ted eS|
fae fauaers Heods e AU gYhR ATd. R0%%/%9 HT
ferdr | A7 FTIETE A w9 foF T AATAT ARG AT afk=raTT
TIT TooehRUT FITRIR! TITIAT AUHT T | BTl [aHNTHIR T S9Tedl
AT A2fcher T Sifaeh faavuraleder! faaRe agee qur Uy
T adH{ed TE FE [gaR T afedl =ROH FE qT

TEAHFE! T | AT T=dl AT (AT, J09%/99 - 050/59) o

'H'T Nepal Census, 2021, available at https://censusnepal.cbs.gov.np/results/files/result-
folder/National%20Report_English.pdf
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Aite giv=aas faawor #Ewadrs Gecddl a1d BUTARUIeERT
ST (Game Changer Program) &1 ®9HT [d2Ua & | q4TM,
T FEAT T MG (IOl | AR AT TTAT FH GATDbH
T | TG FTAA AFAT GG AGFAT TERETT JUTATE THTS
yafd, grfataer afadar Sfed aet, arael g1 ateed ¥ fefsea
JUTATH (AR 7 T¥hTs FUH g=df TSl dedls AR AT
AP | ETARMFH ANTEFH ddTches qAT SAfad faawe Fgad T
FTAAIIT BT LO FIATTTET &l (TR0 g Wgebehl FATSY
af fafa=T &=ar &ar fqeRuedl T JANT T SieadeE gq
Gebehl T | AR bR SERT (a7 8ar3, Adqh! NI HH T,
THTESEN IHT 9 T AR MaReT AT arwide gfafaah
qie=raaT e TN A | TRAGITHT Fel oAbl TIATS
AT [TSTHHT B | AP TIGTHT FqTAS ST [@al T=AT AT Fer
Al FRIMREH §IS, |
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Agjaa Fddl Aled @Ad T Iddl
1ol

FHT LT

I &FBT A Tk JTATST T&TH FHRT ATeAleD

Q. TATAHT YTHOT SR GOCATHT ST RARTT A &ar
ARET AU A Zh (R0¥]-3050) HATHH G | 0¥ Hd
STHT T FT qTHIT et (AT ¥ gFNTEraT ATIAT HUHT
TOATEHT TEHSAT TATEh] ALAWT ATAAT HUHT &1 | Afeet AT &I
Frald Aeh AU A ShAIE 050 FARAFHAT FoATeld YT
W Tl T AN AL (AT HEEE g | e gered,
forae, quivasrer ¥ qadaadd Fsd dhare Teed g |

X FgArReTE qrEer dfkg gUmeEr et dufaw Far
YRE AT FHTCTHT 030 T TITHHAT AT ShgedT faq+,
grarg, afedr T Jifeusdr et o fatae gt it
A FRHHEE oATATHT (9 | BT foeprer ST arey faeprareer
AIq FEANTHT AT AT (R (e FEhd a0
T | Aed HIA9T FEHT AN 9 AT T S | b
F, qFed, Fl qATq GrAAEAr &F wofl T fqaeT avl ol
FTAH I B FoAlehl ¥Y T Foll AT T AT
I SHERAT FTAH T | faebrg Fe6 ¥ o Feaeer qud faae
TSR AT AIMAT TAAA SATLAT B, | AL AMBUHT &TTHT
TAIMFTHT THH AT g T T Frald Aebells ST o
FEATITIHT TEHT G | Beald Aehebl TEAT AN HA AHIST Fo
T E B faqe, A 7 At avree fadi darer age

* g P (HEeTe, qUTA A S
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B a1 7 & 9 faxir érepr IHa aranfee SfheHr Suteta
TR T 9f 2T |

3. [aRTd A qereheRl SrafaAT e &THT HRINT SR A A
FAAT ATIRE® AR AZAbH G | [HaHTw a7 afq sferdr
T T AIE | TeraT ATSIIHl AT GEw Aedaey
YARA AT AE Yleadbal (AfEea=ar TUHEn) A | T
FEATEEHT T FTATHT el "l qU It GHAH Feara
SRRl FIATET (AR Hea) HT FRU 99 qHET gHaTe
STNTTT B |

¥, e qSlT aeRAT FEihd HFIAHed FaT=al del FRIER &
AT qafad FEAEE 94 g | 9 S T fadi gwarer qwr
qi oo HedHT (TPl AP PREAR AIEH! @5 | Tefad
GRATRT TATHP [TCRHAHT ATITH=T Y -30 UM el JATH
AT g9 a7 &9\ FaardRer ¥ (ASi &%l ARy aed @l |
wferepter famTfadraT @ T FEATafd AR dTewd A
=TT AT AU e TR f9ardeh Ueh Gebcahl ®quT fere
afeeg, | A1 favaraers svReA Afeq =fe arafead e
T ¥ e A Aot 9w |

Y. fader A quwdl sataAr aufad fad deereEr aheEd
AT ol BRI Feoled TAA Fig TR T, | 1050 FATTHT
FSATATH] TZHT 40 TaT AT (a0 HXATEEF] FHA ALbSI (]
ATPR T.¥3IR A G W FA ALITAD] ATHR T80 FF @bl
B | THATS [T Teb 39Tk (00 AHR=R0G0 FHI) Tl ATHSTHT
HTITRAT fAeo T a7 A AGFAT T ALAATRT ATHITHAT
THT Joet@d T e fgmg; | 000 s@rer yfamelt sfraa
TEHSAT &30, AR IWHMHAT 050 FHAHT GT= [UTHRT TGl
Mg 9T T4¥¥.5 FAR TR | T T, FEl q@twr gfq
I A9d qHIAT TY Y EARATE FE F A i AT
050 FERAT ¥.39.5 AR Y T |
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& TG TR, AUET FEATEER TS AER I qgE TCH B,
A ATHATTH ATHR I TSP T | 090 FHRH & 5.3 A
SO FRISHN ISIH TEhAl A1 Hd & T Ffg 7% 2050
FRHAT TYR.3 F TR T | ATAATH ATHR 3% 2 e
(R0\90 AR) & HIXE ¥.% TOMA AT 5.409.9 o bl
(R0TO IENR) |
TIABT- q : AHAT GEIEERT IR Gl I ITARTH et

(TRH: &, T ATGHT)

QraaEl il 3030 IR 00 IR
T FI 3,509 €2,33
=[RTYSI 3,R3% 3¥,355
TR SHST 353 99,9%0
AT TST 1,95% q3,9¢Y
HUT 9 R0,R9¥ Rq,¥R35
RG] 9,334 1,549,083
(AR HegaHa) (3¥Y) (,999)
a7 I 3,50% %9080
FAGT = STERT | I¥ ][ ¥,08,0%3
QrIAH IJTANT

e ¥ Ak Greard | 3599 99,9¥3
& AAT N5 ?,RR0
Rl 3,050 R,3¥R
F'rajlo_wﬁ 3,39 ¥ 3,39
a7 Iwlq ,%%0 35,200

T www.nrb.org.np. AT ST TEATFHT AR A@ehehl [qeerm |

c. fad U# IOFEAT JAURMR &A1 QR UR AEde e G

T 18 AE 050 AFRAT $0.9% @ T G | AH FHlehl

HUEER] ASRATHT T Hd AR U qig W5 050 FAAHT
RR.5¥ A TR G |
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wgfad & ;. FATH ATl
2. favra 9 TerAT dgfad A faa= amar faxi 9g=, dar

0.

1.

faed, gl YaTe, Tga=d ggad, AfedT Fehle, b
<A TR AT ST &TTHT Jed el T URTeT Tl TATTR
IR Il G | aY qHfad darhl faearare faq= airer
AT I TRET fAaRoreT Qe ANTEEeT @ e
T Febebl O | @TE I, ATHIAER AT &9 Shauepr 37@w,
AT FLHIRI, A [T, ATHTTSTh TR0l ATTEHT T
JITRTAH] ARAT Fad ATAITT ATTRA AT &AHT dAlfcaeh Bqed
& FET IREAdTE® AT TRT ? A FleheT | Tq@T AT
¥ AT AT AT ATALAF G | AT FIAAT o T ATa9AD
T &aT T el FATH 9T Teehl B | T A TFR T B
S FEANT T3 TFg |

Aled THfad WIATH PRIARIEA  ATAATAHR]  ATHRAT T
I 1g AUHT B | [TTHT HATHIH AT 9 IR TUHI
HA ETEH HATT FLATA S AT ATSHN FRUT Fes1d Shalld
AT (R T Frarada difeuer A | B af afsas
fafaae FFITe qaaTel SaaT AT AT Jig A
T HIHeT | quf, ®d TET TETAET AT (AR goret
TWIFR TEH FLIEE Ui Ta1 AEHR TREHh T god 7
TAATE AR TR (7T 33 AUSHg TS ATRTATTHT TUHT
TGS, | TEAAT: TG TATATRT AFATIART AN Hrald SAebel Tl
it feuer 3faws |

faeaa & ergfad Iaremg v fHaRontad Se & e
@ | AUTAHT favTd qre qeThel AARIHT GAET MRUR faft=r
FEfTa oIl BTIRAT JEATHT =T FATFHET & g
AT faxirar g= fam Tbebt FERA T gl a1 THH T
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TYTETAT ok T TIETPT TE@THA Teehl STaagendl e sar
B | AT I A1 FaAT IRTEEHT I | THAR A aHT (A
AT TSI AACT B A Far feageeerr avmr qi faeesr
AT TAEEO (FFTATE) FT ATNT AATE THH SAal THa
STl TR afT g |

R BT AATABT AGfAT &F [AE RACRA], GRS "= T
framer fedmad afed wWa g | o9 AT a4 diedst
iR afq srEatas 7 fen feaea afa g |
THHT AT GERT 6 fauaesar SRIeRardrs eard 9 |

(%) AT &% : HeAd: TRET farufaa siifgs e faxdirr R
T T A FedTeTs TSR MUROTR GaHH @
e [ HeiTd Shepl Y TeT T T8d TAAT T | T
TG AEATEwe [aIaHT Tl TSI FRUT ARTEE e AT
g 9T, AT AEFRFT ®AAT o@l I9 I1d I ART ATSA
qIfE, AAT kel THAGNE Feald Sbol AT dedTewe
THFAHT fa ITeal AR Y giqerd ATfuese=T @gl T
IS ATEIT THl G | TAA (A ALAEwdATs He vl ARTTH
ATUHT AT AR=ATATH Fhg aRTEH T @ A7 b q1 fadrg
TRITEwES ARAd] FAHTTHT U g AT AT A Hed
STATUERT FIRUT bvald cAebebl AT AT AT ARAEEATS qehd
ASEH! W~ T | Ao EE B ATH ANIERR (8T
Q=T T &7 TR BRI [qTAAT ATS TRl AT el
I &g | F-QIAl AHREF HSAT Jae T facke THI &A
TR FREAR I AURA F=a1aq @ el d¢l g1 ATAIa®
&1 | T8 favrar fagd Ut 95 giqerq@re e el Arsiay
It 81 a1 vl aF T | TR F BT g T T 7 EBA
THAAT F(A A 7 T HT G T AP AW T q9feqame
T & faw 21 | g9 Mg YT aeR hRaTe grfed
ATAETF e |
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JiqRTdTHeE Far G TFg | AGHT AIET Feald dobel AR
TIHT GRTTAHT ITATR ToE? AL T RISl TaTeAl Grehl
e T 3t g |

(@) feil Gy =Taeara @ Aufa ST ARl Sl A Tk
FET TN [ I STers= A= & | favrd e ereherl JARTHT
AT T Aapraqdied Tqhl (&1 Fid  TaeIaTdh
TTET TGN IAGST | AT AT ATl FIAHT A ATIR TAE
e Mg &1 | F S%a ‘T, @ T W AR A qdr
I B AT T AT GRATRT AR T 9 7 | JE Tl
dfeet afw ¥y gfaerd (Roso @R) fewm @Rtawr g | @n
AT Bl Bl TaTEehl 43 FIqerd 302 2 |

049 FTARE ATTHT fqIw T FHoITehl AT SAFLTHT
FROT THHS [FEARAT HEATI TS THHT FITATE AR AR
T fead | O & a9 faked @ioq Ted 7 9= &0 3ad
Hecdqul | AT el d% qar faxiry "earer @i uE @
A 9 WS ATTH T | AT AT FAUT AR i
HleTHT B | S qAT faxiT FRATEES AR HATAGY AT
T ¥ FAATS AT AT FRATF b [SUTTH TCR AT
o I afeardrer @fa aRrer =i AT e A o
ATPDT THH o Geard e ®qH7 dfvhbd Teh @Grerel
faepf 9fT 9feg | 050 FTARAT TN WHHEH THH $.95.%
o EH I |

() fevl et Swfeus wrew : faemm agfaa Jarersg far sawr
AT T faaeT av, drAreaed, dfedr T FHrEeHEAT aAreT
TATAT JeB{cTehl FTTRT ATTLAFAT T4, | AT FITHI ATTHAT
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forTepl T&q ‘g ATST THUA e TATIAT T Aiepa |
T TXAT GIAATRT (ARar 0 TE o GHEE v | a9
FTIAT THR T Heald b F e qeds | GrepT AT 0
ATAGHT TRFRATATREH SARA I (GHIHT AT 8T Hal
HIgd e ATRTH B

HSA-q : ANLT AHfaT BT GST TH

AT TATAT TRTTR! AT ge | T FITHT ARFR T Feald el
T Uh ¥ THH T GUGET ST TS S | T T, BTl fadeT
T FAT AAATAAINT S qAT Fai Tl AfTard dwmer T
THHB! KO FTaeTd fEedr dgie eTeel qi= JraeTaepl ATeT 3fer 3.4
giqeTa AT HTIHT AT I THGEH THET TE A | TEATIR
YT i auiAs TRPR, Feald debale $.90 od, Sb-fadira e
(‘F, ‘@ T AW AA) AT 09 FARH & Foldls AR A
(ATTOTST ehemehl FRT F¥ 44 AT T AT faiT FerR B
TYRS AqA) FHM  FYR0 AT T TEE A T AT AUAT FRA
T500 S SHAT &vg | I AT AT &9 I9 ThpHdre Rafens
HFASH Tafad FeATdTs ATaedE I A1 FIRIIA T Fichea,
T UrE AU ETAH [qae AR Foll AT TORETHT (eI
T i Afhvs | TEAT TR AT THHATE Jrafedd GeIEed I
AT IR TR AT (qeheqare 0 et qthes |

HLH-R : Faae a7 For Nfarg FAn HesASe T FW G
™

FAA faa=T a7 Fofl AfdeaR §& T faxim gedmesd
ATTATH FTHT FATAT T FFALATATS A FEIT A= HEITAT
Jogel B AT AN AXMAT Gl AUHFH Beeb a9 Al T
Aoy afedr av uw gfaerd, 9T a9 g8, a9 a9 M, =@
Y AR T 9rE A urer Yiqerd TEH TEAT BITHT ACE AT | AT
TP T T AT THH AT AATEE &Telb A e
TN T | i Al AU a8 we AifdT 99 YA gars |
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TE MR dF qar fadi dEATs UF s Y TR Al
T AR AATATHT T |
TART-3 : M ‘@ HATAR T THTT STEAT GAAF A

(THH: AT
FETaTT afgell a9 (ST 99 | JEGT A9 | =T 99 |qi=r 9y
e 6 | ¥ o3 9% 8% 0%
faeirar @ | ¥ 0 1% 9 £
ST ¥% 3 ¥R E Y J3¥
SHET B q B 3 ¥ '
PIHIK]

| TF AT REAT AP FATET ATIRAT TLAT Hoit Aiiq faq 3fera g gar gamm
JATSIHT Tk a9 YRHT T3 FANT TRTHN T | 098, SFATCAT AT Sebebl Bl oll
& ¥ U Id T eI Y35 qdTS ATIR AIFTE G |

a7 HiSedl @ W T B W9 ANTHT 9" A9 AeeTeray
FRF 7900 HeAHT BT TASH Hichesg, | AT THH I afe=miard g
3T FEl FUHT PIT @TLTT &7 |
B * o e Frawr @it faweT g a9 7
dfeet TH faaR afaa deaewdrs 9t e e
FTRT GeAT TRATS, T B | T Brald SAebel (R TawT qaaedep!
A 8T AT TH R @leal g5 del Aiad FEAT /A
AT GaeTeh! TN TF Teb | &l AT AT SThl a2 B | T
HIHT FeaT SAeh A%k AGfaT AEATEwATS AW (FMET qged T+
fa qerar 3fgee | rafad GRATeRT faRw WREARTT qaTaTET
AT ¥ Tl T YUl 857 e T faxirg Searar @ afee
T faems oy T e ger e ItEa ga | Sfeafad
feptaeel GTcehl TATAT AT & &1 A AT [dehTehl AL
qfT 9a T |
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9¥. & FFOR AYfAIT FAT AIEH GEATET G ?
FRAGad Bl ATIE FRIAR TG TEATEATATS &l FTerdT
THIE Uk HAfEATTFHH! AR qad ol dT9e FRER T
qrSd Al ATSH Alheg, | ARl FHT HINRedT Iq=aTeTs
Alges TRAAT g d"iad AT AT HAEde &\ TRI
ATERTHT 9f T FFS | TSRAT 8Tl AT ToeA S, Y Gt
T Il |
94, HUTHN SERITAT X AfeeTd BIANIASATE G FFATT T 7

AT & SAfeet AT Al =ATEl T TATH! [G0F AT THIX
Tk THE FATHT STAT TEH G | Frald debebl] AATTAE
utq a9 areAr fafaeT qer ArEsiae TURT A | b S
faae=T a¥ &ofl drATaeEl WA fafa= agfaq dwamEme fqq
qrS Alfdare afd Afeddd RISATSH AT ATTH IS, |
AT Aegare [a=fad gaaTeiel d argad ? Al dqejad &ad
Akl fostaT Tl FHET B | Ugd Afhel 9¢ gl gedr
(FHFTTT UM I3 T AT ALATATE [ATRT ATAATH TR
are Far fauy feear fad awen g1 gy awa: Joles
FATHl ATETHT I ATedl Afeed a7 AR ®IHT @l o
gTelehl 21 | THATS HH T qgiaq GLaesare el ATl
ATRTAYETE 1 Ugidars AAard &GHT 9Tl Tde; | TqEH
B | AT FA AIHR, Bl b ¥ FEAwId e FeATEeEh
FEATNTATAT T Flehes; |
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9% gl JATHR TB AT qhg FAL T ?
Al AT FATHl TgTee SO A@HRT del [aa FXH]
Hfhe® ATATET HUH S | A HRA 30 ATG TS
TEHT [ATHT BT | A 34 ATGTRT TEIATS Ueh TIehehl holl
TRATSAIT FAMT G | FaAT fAeeesrel e del =FAardl
&1 | T faaeT av T a%qr wl Rl I |
T T, ETAPT e WIS TAAGEATH] FH T TTHT &7,
TRTSl &1, ATATATAH! iaaT TATH T, I TaTel T feArelr
T @iEdr TRt TIHHT AT M@l a7 vy [GEdR T
FATAT @9 FGTSTH] AR TME ATHMHY THgew (Self
Help Groups = SHGs), dM¥aENa® H¥Es (Community
based Organisations = CBOs) @ST TRI AMHThT Hal [a&i®
T Hifq faqug | qufad @eaEEd & SHGs ¥ CBOs %
HTA ATHA TR T §aT J9dTe Tl e @=Hl a=d
T i |

U, TgfaT AT X AT QATHT ATag FATIRIRT &TRAT ATaig
(Capacity Building) &1 9N & 9 Afehes; ?
TgfaT ALATH [GIHT AT ATqANg Teh ATATT ATATHAT
BT | R T HIHT ATNT AT AT AT GeTT Fevl | e &
BT X I3 BN TR FRRT fawg | faders awardea
qiferH ¥ glafged & aars Afeclel ATaeghdT a1 | ATET
SANTRRAT g T Sreieprel G fAaer F €1 1 |
& ANHIH] ATAYAFAT T, | 8T FodATee @elepl A Jreqerd
AT dAH T &/ ar ATAFIGHT @= T ANlq feasear 9iq
gg HATRIH! T IIqerd THH &7l dAfagig ¥ amd¥ HIoam
FATIH A ITIH 875 | Tel HUATe JATITErl AT aid
Aaeg [afa= fepfawerT SaTaantas qear atad T aiaHes
RECIEERICIC IR L R
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I5. & FTAH A ACTEEH AGEAT AgF & ? SR &I
Fidt g o FIeamHr FH AR qfdqar gq 7
Aled ‘T AR qUfaT AEATH T 49 WWhl G | el au
gfeel A1 e ko fgar | faramr @ifeq Sfes #RER T
TR Y, FT =i Weaeardl T TREAREHRT RATeATS | aHT
qROT I FTT Sepepl AIfqel Ui AT ASEITHT gig TUH
21 | AfEcTerl IrasH{T L\ 7 AT UT TI &kl hollebl AT
TR I G ST | TS F GLRITHT AT AT af
WW?WH&WWWE%W
St T3 | T AT ANALAHT AL ALITHT AN FHATH
5T Aepl =[hl Yol ATALH IMGUHT T | TEAT SN AR
FH qUHT AT GTITRT ATNT brald Sebel ATITHT 4O FHRT
SR ST I T RS Al TSI 21w, |

R. AT FATHT [ENTATHT AT TXFRATE AT SAA & AT T
qFg ¢ A AL T & AFRATS FHH AT G, 7
qdq: dgfaq a1 fqa=, dEr=ied T Afedr  avdied
ATTHATSTHHT AT RIS o1 T i & &r | iear
framr T qor feErs e U ufq efad gware ar
FAHT GRPRATS = THTTHT T | BT KO AT@Tw=T aaT faqe=
AT YATITET AT YA ATg B | ABIAR faeba T JTHIT
TBUT 5 ATF JaT [aEdR THhT AGfad GLATHT BRISATIH]
yebtar o faxiTa TRgTeRT WAl A9uR fauer A wRedrH
a1 feq (Whegawe, #HThd) WUH JqHT AT Pel
ST &7 ST &1 | T8 I, AT FGEATHT FTH T ST
qftq wfarerer aTET ¥ gk AW IR FW THIT & |
PR [ FURE TATRIHT Hel Fqdbl Hgfaad (o ITqh
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g8 | & BIHl ITAT 3Y, Fiqerderl @rEr Y yiaerd fe,
FHATR! TRAHEHAT A w71 Y gfqerd ge fav afe |
T, AT FEATHT AG=T T GATNET [T aTeT qaeae
STET THT & TF ATGITHE] o THHAT FA AT AT
Aar Aifq faw & 99 F-9E aEasdiars 99 qreared T

affg | AW I 4T I99ed g9 Wl 9
ATHANT AT ST g AXHII JaTaRE &l |
R0. fepY !

FIRHHEEH FANT T TEAMII=ATA ATTHT &l | od AT Jar fewir
A T FATAGH! TAHAT T ATATTHEN THE FEIRTT AU
HIATH B | AT ITUF (R0¥%-3050) HRT ALH! AAGHA
T HEATE®D] FRIAREH JTAAATS AT gal aid AT f&adira
& T Hecd U AFH EIHT SGUST G | A9 TEAHT qehed
grgn fowm, aferdr, gew, wardr, gfqeadt T Famersr Faae’
FATR ST AR &7 | Ulgedl quaer e fafed @md
TUEATE AEfaT FATHIY § A YeR g7 AT B | q3iod
®IH FAT AT T FLATHT @RSl TIS, T JATHIT TSF
AT THT EaBH | T AT TIBUR ATTHT THT 21T |
a1 FA AT & | faue ¥ G ave AT AT
Al A d THA FIAUH (a0 F4T F a7 g & A oF &
farirr FaTeer TeT T q e A TR 999 ATTH B |
QR AUTAT e &l ATTwaT AT ATl agafe Hfees
ATHAT TR 90 | g9ars quad fod afeu a9 a1 &

9 AT I FEATAATATS T Afeha |
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IeideaadAl Tadaotdr 1a1der aicl
AT AT

[ELEREER]

HABH! AITAHT ACAT TRRICHE NI HIREaT (g0
ATYATEHT HUH Ioofed dlg T FH PR [aaefil HaT Al==Aiaar
IMGUHT IRATS 8% HABH ATIALATATS GHEAT AXEH ATHAT
qfq T TRUET B | Jerene e wqET anfeled gem agee
SHThebl ATFRTAIEE (YT AT qradl Sfaq arafd F&e
FATAHT TN TATAHT AHT fafq= [opTawe Aaes aasiiasd g
TR T | TIIITHT ISR AR T8 TEaT YT Teaeh! AT hep]
STANT AAFANEY g THRIHSE AT qTAMT =TS FATT ATTH]
TFH @ T ATCTH] IRGUHN Fafd T AT AALh TATITRT HRO
AT JATGRE! (qehrd 91 AT IcAed TaH  SHIrAT
T IR FATATS T STeepTeld @ 98 ferearerl fqwa a=
TN B, | TG YRIRRIAT TET [aTT0reh] Ifgeai] daeamel Aheraied
qATA! ATTAT THHRI AN TAH fafqd q&Tehl ST [q9eiuo
T YA T AGHTR T TR T |
fargerr & & ¢

qfeaTaTeRT fE@TEd F U I9EE A=A HARHT Tg AT
TR gl R qeiERs 99 el (wHars F  fayor
(feaar) i | ATt favadr 8¥ Heheedr faaeft e
ATSTAH HET T (YT TEhT 3fawg | HeAheh! (G311 AT (aehreert
ANT AT [q=H T ITIEAH JHE Argdes (STHA, 91,

* fdeTep, AT AT A
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=¥, ITFAAAT) T ATRTH ITANT EAIEE, | GFag A9 feay
#ifads!r Factors endowment Theory” & i Iuered IcdT@=a
AIAEEATs JAATCHE ATHHT fedrad ITANT T (a0« Feprad
Tl fa=g | X fawrarE qeddr q1hT g, 9 ¥ giatastedr
TeaEwdl Aed T AT T @S AR B qX] AT TR
ST TR fqeaasieAr gfaeaal gaer I T Fod g | AT
FATATAT T9THT ST ST a1 5H § HRT &qA7 fohy Ao
AT oIl &7, | AT ATSThT fAaeardeheurepl STHTHTAT e afe
A qAATCHE ATHFN &7 Ifeeld T IAEAH qraTeedrs
IR=TAT T G ATRTA (9T TARHT STHBT RG] TEST ATR
BT | T A HAFAT U5 AT A1 TR U g WA 7 fagaer
il

farepraelier Aerpesd faaell HeTehl ATSH T+ Fa Fesl HITH
farieor AU AT AAHHT THATe ATTAH SUAAH 9 A |
faea Sepept il FTqaaT (A 03 F1 ATAR fFIT0T gret 17
HAFEEHT ARG Q99 79 FTHNH SRFT AFeTated (49d & ga9
AT GPehl afg=s, 99 Al =9, fefafusg ¥ arfeeam smr
qT AT Teehl 3@, | TATAANER TS T T HTHbT T 03
AT 5.9 A NS TAY T TSTUHTA [q9ael faywor g T
HAFAT AIA AT AT T TEHh @ | ST JeaEd T

foIwor I qe T e e HAH T THE dodebl &THT THT
ER & |

T In economics a country's factor endowment is commonly understood
as the amount of land, labor, capital, and entrepreneurship that a country
possesses and can exploit for manufacturing.
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AUTAH T AT fagwor favra 3 e

fareaeamdiereoreT T FA UF HABH AR AT HAFHT
ATRAT AT T SHATH! ATIRAT ASHIRAT FAwT TS T AT 3T
T I HT /G, | A9Tad] F1HAT F9 350 Hl q9Tharg
MieferebT aged aid sqe TAT | TEEr Afdih T9ET FdT GEIAT
g AP JAREAGNE T FHASR AR ATETA AATAATE AT
HAFAT A faaferd ¥ afd gedl | wa@esy qurel ANdd
JATEHT e &ATSI TR TILTHT TSI THHEF! TRHATAT 9 IocieT
®IHT 93 & ATl | (4.9, R0%9 | JUTeehl % Meeed IcATaTH
fagooreRr o7 dad 9.9% giqerd AT I@Hl (AT | AlG e
TYTEASITE WIRATT YATHT BTH T (q9TEEE ToTTh! ThH = fayqure
HET 9T T@d AT | O AU @el HAGAdd A7 HAHHT
T T FIUIR A Foe TGET ATF T 044 /4% AT ATFIET
A= ATErTaTe TeeTHT MAFITET ThH F e MEeed Jearaden
Q0 gfaeTd ATTereehert o2 | g5 FTHATETRT TAATHT UfSeedT ATEEHT
THFT A 30 FIAMTATH T T ALTHHT ATHT TE3 TTHT T 0
&TePl ARTETH Ui g U HROT (U0 ATTaTeel THH Ffg 9T
ATl AATTHT A A=A AT 3 TiaaraHr fear e faws |
oI a9 I0Y0/¥ TEEHT A9 WEiq fau Fafre e
S AITATE®eh] TF@T 3,504 A Jaehl (941 A1 A q97% AL
050 HRAHFHAT HX 00 UM ¥ 3 @ 39 FAR TR
Ifawg | T FIAT 050 FI FATFAAIAR TATAATE (4.8 098
TV YW AT % BWR AT 1T ASTRIFT AN AT [eTTept
gy | faermm sra=arar fagwr STl e sEwarers gfamtaea
T 9@ TREEF edl faeg |
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Tl ATUE TRGw® o Ao afgeen s

TYTeAhT AATAHT AT feRlaHerT faoToares @ | maraHer
FHI, gl T RSl Iod GrSAd! HRU Rl faaordr
HIAHATANATHT  [q9OdTEEd  AAddl  qdd=aars q  fad
TARANG, AGE APRIHE FO% qd  AIq=AT gidrartEd g
e q 8 | gAny uf afgedr IOEHT HABAd AR
HETHHH, BRIAT HeTHRI, [qaeTHT IS Fgewdl Fd Tl
SASEad ¥ ASAAAT AERICHS TIHT IRTehl qM@ws | F9mHT
AR FRATEITAT AGUHT SAaeAal, GTATH GFTAT IRGTRT
GATARAATH] PR SAAHAFEAT FGal [AET T AdA AR
RIS Agarde TUH 2w | FaEmy qd &F q&qeq
HEdH TR 9dTe Sl el [qaer(ay qad= g dTercHs Faedl
GUH AT ATTF TRIAF THRIHE & AT [TIT0r A19aTE ¥

faaeft w1 Afsafqar 9= srd<r U 2 |
. aRgE TPF | ROVY | ROV | J0WL | R0LZ | ROWR | R0ZO
ki FER | WER | FER | FER | WER | WER

LT e e Tl EE O E e R E I REE A T
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S | fagmoepr | gfeqerg | 5% [ 1RXO o4 &5 ¥E 190,00

¢ | fgor e | gfera | <95 | 5 | U R | R00 | %238

° | o arer | i | 3@ [ 3R [ w3 | R 3w [ R
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T anfder FEE0T, 2098 /50 ¥ FUT AW A
TP [aUwor YFHed] IR BRIATHT Fexdig I9: agd ATl
fEvg | R FA Meed IATEAR] JAATH] [T900T ThHATS [Fereo
el fa.d 209 T 2093 FARHAT & Meed Iodad T fayworer
AT FieS 30 FAUTT AP HIAT Ifgeat Grer TTHT FH &3 3
TITTAeRT ERTERIHT TEhl @vg, | ATdE a9 00% /9% AT fayaor
ATyaTe Afeedr aueH qAATaT 98,4 gfdqerad afg 9 .59 99 w®
TR afgedl A auHT AT THHAAT Jooled dhg AR sfEeg | AT
ATF a9 050/59 &I Aol =R AfGATH TRTFH ATIRHAT
g3l T e faUwure! THHAT R%. ¥ iqerad afg wE & ¥\9s e QiR
Mg | I AT AIAATE SH SN (AU ISRIRHT ST
TSET LY T ATTegehdl 3 | [ISTAT TehT FTHERAL Tl Tel
HATEaT, FAR, ATIET AT, AUSHT &bl Sl | AT HAHHT BT EeTeh]
A =TT TEl Wl B |
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fairTer IUARTERr gETA
el 2 ITTHAT AIC ASTAT faUuurRr Ierer gATT
TS TR STANTHT TrI=IHT afT e@Ter qF T 0 J&qd g
TR B | FaUYOrel IRepl 99Te T ANTRTA T AIAT [aiaw [Heprarere
AT AT AT-ATHI [RGHeT Hopy AEsiiae AU S |
ST AT FITHT TRETHT TETHIT el STTAgEIT Traerd 4.9
IITTTHT e GRS gIAT Ugel THE dcd [ayuurars A S |
ATHT THITFT HAH FrgHT Teehl T S9THT AT ST (o1 g
TATFTEHT HTLATHT 9T TRETHT T Ted A AATAPT AN T
U&7 &1 | WA 3& T AedqeT STHAchepl ®9AT 39T AERTH I
T A T GaRE® F I9 AR THG T AT a9 AU
AT AT STEER IHMEA T MREDT ATHSTHT HRICHE T T
raTfad 81 | AUTTHT eTaa T (TRl SUARTRl ATETrs gal
TR AT qAT Icaradeie &oAT [aUores! @M1 g Febebl
G | TUTeT AT AheTe TRTHT Teh FFETITHT ATRET FebT1TT
G T FATAR [TITOTRT ITART M AR GTH THH TI3
FRUET SSUHT 87 | AT BRI bATI S HA: [+ A BRI
EH I |
* WA qAT UIRATRe® Qracastd (Altruistic) @ fasiruesr
HATHFEEA T T ATHF TREATRE] ATIRAT ATTLT R AT
AT ST HTATAT TehH T G3I3 TTRehl UTge, | Teb STl
FHUR &% AT qATTT AT GHTTR! LA T TRFIRTHT
FRU AT HAfHFeed AT g i @rar, frem,
TEAHT AT THEH TS1S bl Ewg, | T&AT JASTAT @
TUhT THHBT Hecd Ol AT aiehl AHT TATRT ATIITHAT
IRATEFHAT A1 WH §rg | TqA ASTAAT QebreArd e
gt 8o |
1 Bhubanesh Pant (2008).Mobilizing Remittances for Productive Use:
A Policy-oriented Approach
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o THsir @5 (Self interest) : BT [ HAGEEH A&l T AUIE
FTHIRE® ekl S (el AR T I9THT (=¥ HaeTich
SEI TER G | AATq AIGHATH FHGA ST IRAR e Fa
HAAT B | AT ATHT THIARNG [AGTHT S| 9 T TeqeT a7 e
FTHERS QAT BRSA AT go=iar fbay fasit awdafa oo
ATHIEAT TAMT THH TI13T TWH IMEvg | 5 SUHH A=A
[TUTUTRT RO e T HeIIHE &AHT TSR] HAHT qi
T SARTRI ATeEHT SRavs | ABIAH, FITA I Sebel oI
RIS IL9T JATAd SATTIIHRT AR TGl T [GhHT ATTHT
=T SR OIS 9 farshTadd Tgq Tehl 3faws; | AT
ATIRYA ATALTHAT TXAT TASTAAT G TAUHT THHbBI Hed ol
AITHT ATl HT THART ATTTRAT TRYITAFTAT T Teahl
TS | AATAAT STHTATT o1 BTfaed g |

o ¥vaik® URkak®  (Implicit family contact): TFaTEH
AfereieT afchel fager WfaT ST=Mies a1 AAIT=NE Sare
FSATR] EGHT [ATHT T THHB AAT T AT (AT AT THH
HAFAT TSI W fag | aga Afdieh afg qehmr T
Ahl T|7‘i' ThH TEIF Lkl ITgs |

qATAR]  ATARE IJATET TAH IASHIEAT dar i fepfasrer
A1aR Afde | aTer faaraaer yReTe fepraear SR T SEar
[F&d STFT T I AT SATSIEIAT [UTHITHEY AN AUH Jaeardre
Fel FHRICHE FETEAT MGUHT G | dX ATHI GATEH AT
7 fedTO a9 TEgehel I | AT AT TR ASTIRAT AT
AT PR T ATAAT g7 | o FolaTg [ahR AR arel a7
T a1 faguer TeEH F9TRT AT ATAVAF WA AT I @I
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IATEAHAE SFHT FANT & Adbh [qIu0 THHATE ITATHBATHT
IR T9TeHT AATA HTed q Al A=l 2T Foled HAA T AL

Hicpel

FRfyrF AT ARy TaT

[T HTHATE TITART ATTAATS ATHT THATH daT Tl
TATE TATHTET TATRTL T [TTTOTT BTOT ATT TRTANY &g TTEHT,
T IATE TEIIT T ATATaRY ¥ GEATIT 2aT8e SHeIh

[ AGTRUR], ATHINE TaH ATCH{qeh faebid T faeree ags T,
FIH T AMAAT AT g4 TR TEdT TAAATS AoRA=TT T
TP | APIAH, [AGITHT HTHP! (TATTATHT  ABTAHT G
THe%d! I A 9,300 FATH=ET a&l qRTEhed! FaTdrarar
HAXATATS SeTdehl TATFA i I T4, |

wimed | w | W | w | e
2090 /N o4z RY [N R
309 /93 1,000 % 1,00% R
203 /93 WRR R¥ 9% R
093 /9% MBS 9z ULk R
209Y /9y c09 R0 =4 ¥
208y /\% U39 ]3 Gy 10
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2005 /9% q,34% R q,3%% R
R0 /50 gigdr U9 94 10% ¥q
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TPecdl Ieh  SORIAAHT WUl TEATHT H9TeAehl Q0 &AT
EMER faardier sre| T S TETSA qRel qrer Ay e,
AT AR Helehebl JATHT Al ETHT FAM TR TR
TSI AVMEIEHT AT ATaaliae HeTeal JuTd A daia@e!
AEAT THT RTHEET HiGRgdl FaeT @URl G | I%F I
ATHSTHT ATRGHT TH TR ATAg TAIT gH, A4 HIAH T a1al
TN TRI SATART AT AT faqe] ST+ Gg@ qHTIeT HUH
S | e et we i fasRi ofy sifewqe s 7 agEde
FHAT fufcauaeses! g A9 © | AT a3 I FHAT TATABRT
FrRTAT & T THH TATSH Sl [aebid afeiesdl & | ol 9
it W faReTHT TS ATH FHAGEH AR T UG ATHINAR T
TIEH(TF FTEXHT Hed HIGh &0 A<k T FGIb HaeT g |

frreeper

TITAH AATAR] T T TEREal Ay ATTaE HAFATS
e Y& T AT (RAT FAW T Fed [ATCH! AU FaehT
T% A G | TAN, T ATIAGIT STEFT ¥ T JeR{qRr T
AUl HAHH [T [T T FFIAATHT 99 AT AR T Fael
afga | fagwrer fagefr HeTer smafdar dnmer fausr fgu dqmfe
TEATHT &THAT TETSS ICATGT 1g T T AATAATE el T ATCHITHR
TATIAAR ANTETT o ey Faer S | qigeedl I auehl e
TqrerHT et Tiatata frfae s TR, IcareTeier AT dotih
AW dfg g7 qGHF, IANI=T T Faade® THd HH =h
TS T ATANE ATCIRATHT PR GATARRT EFed Ao AHebebl aT
FE TUHI, RT&ATHT TURATHT 219 ATUHI, TUSEAAT T BT AATH
HaATE® dgd dTelehl, NI, IATad T IASHIRIH ATATAUHT g
org fafa=r Forar @@ ga@re wivgar R ggq 7 fafa=
TETHTAT AT 39T Tarae g e Fedd [Fuuues T Jig
g1 HH T AUH G | HH WIHId [@UX HH TF (g9 S B
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TR Jodi@ ®UAT FAlGRedhl § | ARIAR, [FafeT ANTRERemd!
dreT ¥ FHET qi fad gfdfed agd areel @ | qAHhd! ASAMas I
AT sraearare (AT 9E AUl BeEw ShRIcHS Ere S0
AT FIGH T THTAAT BTHAT THA TATHT AR &7 T Faed
g AARH AT Afyar feafq amer g | AaearH AAw
I FFRATATS HAF ¥ AT FALATIT SAAATAS THRIHEF o
ACHTA IRUTHHE! FEH TATedh! [ahed SREae | AHHT AN ATIF
ST FEUHT THETEEATS THAHT F qfe=T T Hiiged Aq T faa
HAITHT FHEATCHE AT (AT T, IR T ISRIHT AaTd
grafaerar fad, MR FATIT T ARMHIHAT ATATERer ool Ta
SAeTh TAIAATE oA I T AEdET I AaAET
T fawurer faser @a dEeas dfEng | HoAwdl dddeaars
faaiT e ¥ RfRATaTe SRTSHH |1 fame aesararg
FFGTH] BIAT [ ATIITF B | TAATHT STl [ARTIMATS ATTHT
qRurd T AATART Al TRATEAT SRaURT H, TATaId T TaEAR
ST AT @13 ¥ Al WA T YAGTHT AR AFTF G |
TFRS ATIART ATTIAHATH ETHT el RTET T e dTs =Id
THS | TGHT AT TIRE ATATERVATE TATET T, it
TRTY T AIQ ATCAT] JCATEAHT ATNT AR GoTel T, (el A
IATEA ¥ IR ATIANIE IATGAHT S fo, (AT qars+ a9
afq AT gfaearader Sifqarg sire far, @eelt Saare®r TanTE
ATt gafed e, fagerar A9 faeR U ATt W@EeTH AT
T ATATERT T AT Y& I, AT qAT aed TIEHBT AT
AF9TH qATAR [T T8 &7 aorS" e madedl I Ao
T ATAIF |
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dbz Fad dSc IHRSDH
JAAENIon, ST 3 IFA

TR T

1 Tt
T AMdeh TTCH AT faig #Mcd AIRETd 878 |
fairar zenfacgert faf= amamamer # Sifgw e 99 0h
&1 | JUTeTehT Afehg qUTetraT fareree sfaqa yafaar qumesr arfr a9
JATEReT faehTa g7 ATaTF T, | Sep AT [axirg FeATT FHA FoATeh]
Fa g5 fqeTe o9 SRS fdrT YaTe Tl FaeT @ | TJarel
gIq fabrael YRMTE =RUH WEE ERSTAMR A Seol el
T SIARTR S, STl TaT eh 47 faxirg gearer aie fear aeafaept
fordTr I JaTe T IRERRIT Sl AATEATS § ad e
feuept Sfaws | o dan faxit TeaTAT (A8 @TaTRT qger ¥ #Re
Y AT TN G T Foll @Al GGl Hd 95 q1@ 40 &R Taehl
T | HA Meed IAEAR TAATH] Holl JATE Fd Q00 giaerd
TATHT | T Foll (e ATET JeaTad T JCATaehed g Fehebl B |
THITAR FAT-SHTGAAH R FHAR FFIeI ThId® [ard FTereh!
IAEAME ITAN AUT ®GAT AR T3 TRIEH & A7
HEAH FAT AEIANTATH IR TAITAE  SHFRFFTH B | S
IERAT R TAIE, Tehdesd HRT qdR IR GF TAIH T
FAT AT T HISATS AEIH [ATETN B | A% Hecaqul &1 Hoe
el AT UF o 91 el Fearare 9l oo a1 fada deamr
FAT TITATARIT T FrAeAl IR [FhT AT TR ATTEIH]
ST TqHT Gfqeqal g AfFTehl & | ATaRIIF &TehT ATET 7

* 3u-fagetes, WUTer A FAep
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STFAINAEF AN TEE ¥ AAAE YT T T JaTes GEATTIE
ST EAAT AT A~ |

HASY qAT YTl HRO sSeb qer faxira Feamesl I i adel
qU qrgq 9@l I ¥ A $RER g R AUhe dsid
bt AT T FARAL T ¥ BT ATATITIT AT
3 | faxirar gfafuer wAW age TR ¥ AGATS AT YA T
AT AT AGIT B, | AT T T T AT AhIAT STHTE
FHSITHT el Tg JA=Ia I, S qar faxig dwarere fammsdm
SHFRIATH] FIATHAITHAT & FHIFHAN IR T AT a7
T IR YUTATATs ATARINE ®IHT AN TH AEaTF S |
STIh SSATAHT SeF T faeirar Tearept faarere ot gareaweredr
HRITEIHT IR ATIA hisd ThIG ITAR g FaLAT G | AT
AT FAFT, ATAANIE TS, F¥IH FIHR ANGH HIT ARIAT
HIOT TH shige WYeSH TANT ey A Hollehl AT ATaEA &
T HAT ITANT TRIEHT AT, AT A ATk o1 TRl Hol
Sitgw Arae qar favemor 79 Hier @i g | Hfee whife
FATEATHT ATSUAT FHATHT TAT TAT TSR HUTRT T T
AT GET FAT FREAR T AT g AT T, |

. “hiSe THIRSH HATYRIT T He™

b qar faira WeaTer deraveedr favm e fafger fafa
JAT AIIIUSH ATIRAT AR FI SGH FAHL0T JoT fagereor
T faera TRTHT JUTellare Hige @IS A g | hied
THIREHT ATAHATE BTl el a1 AIaSTHT gardl Huars a&iTd
BIH] AGA AT @A HUTR FHEAT FHT T Fibrg, | AR
AT T HUNETE FHo1| AGAT B & Al AL AT, T @ aI A
o HuETe faxi S =7 g 93d TeE | hise NS Als
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Fl A9 TS (Application Scoring) ¥ HUHI STqER WIS
(Behavoural Scoring) #1 ®IAT AT Bl TSwG | Holleh]
AT s fam awar Aofier feuer Fafde faawe 7 %t =
(Application Scoring) Wiiwg A= &1 FAH MBI [ax(Td FRIETRH!
faamurer  amaAr ol AEfteRor TN ot MRURT g
ThIEdATs MUl aeR Titg (Behavioral Scoring) WS |
Hiee THIRS JUTel ATl FET F=AT AT JRTFAT AT T8l
T TATE fafges AN T qRET0Tee [qehra TRUHT g9s 9w
HARIAT @ | o qAT faxirg eArel FoArere=ar (o el AT gy

qdg® g gad WU qufd hige WhiRSHl Faeare arelt

THTYT for I =g |

hige WHINSA &I JaTe YOEhAT AT g, oI [0
FET T AFAMTF &, HATGHE=AT (07 IERATH ATTETT FHA
Frrl IF @S G AUER 6T g9 g | a9 T, a9dre
FerraEedT Jifa, ahRar T fafy wRm gy, S qar faxira S
AHA HUNB! TTAA Bl T GHT TAT HTIAD] T=d G AL 57 |
THHT IIIh AISd THET GANT TH FlRTHT F@HAT AT
Foll I Faeved T §F JaT faii G=arems qes g, Hoired
SREHEAY ATl ATIRHAT a& T &9qT Expected Credit Loss

HTAE T Flh g5 |
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3. hise WIkSH yataa wiew /fatuew

Hige whiftg UIer qaarsg fafy & | TFedr TAnT T Fel
ATk, HUT a7 THEFEER! AT (FAHT TGT AT ALATHT THATAT
ATA ST Aiheg, | hige THINSA Foll AAATAS T3 e |
Hhige TIRTH AR, TaHdH T 977 #el Algde® gatad
Eull

F) TERE e @ hige Wil TH wFRnTd 91 fafae=
Regression fafae®ar W 19 =9 B | Linear Regression
fafaare =g fagioar gafcusr =Rewdrs @@= FXH
AT R Al afdhed =aReATs AT =hT &IAT ST

T @by 9 Discriminant Regression Analysis &€

faf=1 Accounting ¥ITd TAT A AT RE®H AR
HT AH T | T8 T, Probit and Logit Regression
1 FHS1 TRl 78+ (Credit Default) F#AEAT ATATE T4
Tl | Expert Judgetment-based models &1 TINT T Teh
=31 Fal fafaars Mabed ®9H1 TaRT 19 Afb=g | SaTeured
@NT  Analytic Hierarchy Process (AHP) fafaer @il
fareroor ¥ O 9RaTHT G=T 997 SHERArs daid E9H
bR T AT (Fbells THA HATR TEg, | Haad
ST SA<TAT 4ty ¥ Gbhar qar qearsan 7 difad 993
fararepaur fuier o gar ar fafa smaeas 95 |
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qifeerr-q : Rew shfge @RGAT TA g AEaqW goFes

SAAIea® faira RE LI IR
BGE3 TRE=® TRgE® TRE=®
HUMR! IHY | %ol G | JSWIEHN JbR | oh FRIAR
qrar
fers FOlhT el | BTeTehl ST | drad Hé 2
A Aty FH

EIp FFTTAT ST

ager
qfeareH T HITTF T ARTAT T
AT AT ] forerer Ut
AT " AN AThTAT
qageEr
gTeteh feralt / |Reor

ERIEIE]

g) TEaH fafaes © hige RS T° qdmaw fafuer o
fafa=T Supervised, Unsupervised and Semi-supervised
Learning Techniques fa®& wu& & | Supervised
Learning Techniques &1 JaRT &1 ATaR q2T3 (Dependent
Variable or Event) ¥ Independent Feature (Variables) T

Algorithm fHTT T Dependent Variable ITHE =g, |
Regression, Decision Trees, Random Forests, Gradient

Boosting and Deep Neural Networks S&T #ieiRes 79
fafasr=ia 9e8 | Unsupervised Learning Techniques
I YANT Tl A9 Events &1 ATAR JETFH Hgl TATFH
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gafd (Pattern) %I 3TERHAT Algorithm AT T Feamsa

fereToamer! T oaT aTe=g | 99 fatge=a Clustering,
K-means Clustering ¥ Hierarchical Clustering ST&dT fafiegs

g d B |
TIART-R © Fhige THINGHT TUATE TAT FoATH TART
a:ﬁj TATEH THR Hige THINGHT TAMT
fqaer, &1 THH, FATR I,
wige feedr
FSAT FAAT [qaR0 | FHoll FAAT AN TR TG

HTIRHT hige alaid gaFe®s

THINSTF ool | START FFER @13 dTHITeh
SESICICCEIELS
HraTed UfeAdhdd | STARAT FdeRR ¢@rgd HIaTsd

Y fqavor

SENIEREEINEIN

g= yafq sfaw faero

TEETE faavor

ATaeT FHET A faawor

M e fafuew o ufecel @HT hice RIS faftw= =
NN ﬁ &_'_L | \ﬁ ﬁr - ~ ﬁ ~ \ﬁ
HI7EAT Automated Feature Engineering, Reinforcement

Learning, Natural Language Processing ¥ Blockchain
STEAT Higeds® YANT g9 9Tl @ | Feature Engineering

T TANTA SAT ATATHT TEAT3 T4T FaATATE Tesl #a1 TF

[ &5 ]
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JTTere qAT faeeeor T TERfed fepd fepren @ | 79 T,
Reinforcement Learning ¥+ Supervised and Unsupervised
q= WY HET AMSd HH A Hgd @ | Natural
Language Processing W= ATHA ATHT ¥ T ATfefmiaae
el HT AT HISd &l | Blockchain = Distributed
Ledger AT TR WIS &1 | TqA HFAIL AABIAT el
F Ui FEATATE FOTTET T T |

¥, TR FTE E q9r =@ty

hige WIREH TN @R FE AaTF TG | TR FE
fATor Tel IUYh HIgw AUATE GAT gEAT q9T qes
FHCA FIBHTAT T TTHRT el FANT TRTHT AATETq ATqstT g
TG | TR FEH AN MR T, ITIH ASAR TR
FTE TATSA T AFH! T T TN TANTHT ATIA =0T
Hige WX FHIe MHAT g |

F) hiSe THIKGH! AN (MHRI T © S WhHINSHN AT TP
1€ fAATor TaT Ferdwar ufee a9 THET TART fhar T ¥
TR I g, | e T ATh! JRRATET THIXG TTH
frator T 7 T FeATAAT et e faenT ar e
T F S §7g | T @ [qeeryor fafy ¥ Aragve sy
NG FHE T TS | NG TTHEATT THIS
HISd Bl T Alhwg, | ThINGHI ILTATTT THINSH THR
RF EAUFS | IEXVH! AT Fep qar fa<iry gwamar 74t
YEhebl AT Judgmental Application Scorecard I9Th
g7 Fag WA ¥ YAl UTEsheRl AMNT Statistical Behavioral
Scorecard ¥ Hybrid Scorecard ae YIRT S9I<h &4
TqH | ek AT (i FEATT ITeeh FEATHT AT, AT,
FHoll TATRRU T ATME Ie9AHT AT FXFHIF WhIR HlS
TATSH TFS, | TG T, TAT J2ATF T AATT THUHT FGLATHT
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Judgmental Application TFR FTEH! AT TR FAIT A
T3 fafd TURT TR TR FIEHT [Fhra T Al |

g) @R FEH Hied TAE TH : hige WhINSH AU
[HIRITII=TT TR FISH ITIH AISd BAlE g | TTA
JAT @IS FSAT JATFH GRHAT T (UK, TG TTHEA
HNAE FHEH AT, Hied 7 T (9051, I
gfalerT TRATMEH ATIRAT ITYH A BAlE THIaE |

M TR FE MURE T | TR FSH A qT UG TR
fadToares; & FTEHT TANT &Y e q9d WO T @A
O GRATT, Foll SEw (e T+ fadrrarer Sofard
TR0 T faerarars I 9IS 68 TR #e adies |

o) TS, YE X e T ;. TR hlghl aAIuas,
WHET T TAN T TFGHT TR0 TR, | TFRT T
T T 9T AR TREHI A& (b FTAT THAT TEE0
g | = qHaE THAT T T 9T ATl
freeioy ¥ gAY qErs Al w9 [@geg | THAT
TAAH FHHAT THH FANTRATATS ANAH FAT A&
fagmg | Wit 9&rehT QIO T T THET FTH T
i v | gEars SEET WANT T Aaedsd
FRfEEHT TIR T ST A1, |

Y. “hiSe THINGH Pel A¥ATH
HHTHT, TATIT, STHAT, ASIAATAINAT [qedHbT Hiqad F9THT
higd ThINSH! U AT AUH! UTews, A FTAST, U,
A, BIEANATH HAFAT higd ThHIRGH AT Igehl
IIEeH | fgHel Herew WA, qriwed ¥ sfergEn Hiee
RIS g bl G AT TFATRL T SAFAT TEAT AT AURT
Ffde | faeamar =it shfge @he®aT FICO Score ¥ Vantage
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Score Y@ @A | FICO Score %I THIXE YUMTAl ITedhel
[eRTAT T FSI AR [ga=9 (Payment History) @Tg
34 glaeTd 9R, SUqed bl THAHA JUANT TUH! JTAT
(Amounts owed) @T% 30 YfqeTd R, Fl fGavurer afd
(Length of credit history) @g % gfqerd @R, T4t &=
(New credit) @Tg 90 fqerd ¥R T Hige e, fFar @,
o= T ST PP %l (Credit Mix) @18 Q0 WfaqeTd WR
TR A1 AIRAT T3 [TaR0rhT AgRAT FTAR T T
Afgwg | YTEFHTHITTH AL TATFH AR H¥eh TAde =Aia
g% | FICO Score 300 3@ z¥o fqF IUAET Wivwg w9
290 IFGHT ThR YT AUHT THT AT, | ATAETITAT LS50
3G S8} TR YT T TTEhd AThYE SATTIHT Foll aT3H
FEATAA] HH g AT A0 | STHTT Bl @hiigerl
@Rt FICO Score #I faseaeal ®IAT Vantage Score AT
Ruwr IfEws | AT IS Tl UTeehdl [aaayT TRl &l
AR [ga9 (Payment History) @Tg ¥9 Wfqerd €RTS,
Fol fauFl qats T Feiwr JhRew (Age/Mix of Credit)
ATS R0 YieTd 9RTS, Feil ITANT (Credit utilization) =%
R0 giqerd 9wrs, 74t & (New credit) @5 99 gfqera
qRTE, ol AT (Credit Balance) @8 .0 9fdqerd aRTs
T I9Ae FHSI AT (Available Credit) @ g8 Ta9Td ARTS
TR §.0 AR TLATF [qaRITHT ATIRAT TAR ARTH! &7 |
TR ATAR TEAT TATFHN AR ¥k T ad 97 g | Vantage
Score 9 300 3@ cyo W IOUET ey WA FHAH &9
g WY W’ 9o 9UHT TET AT TR IS |

FFIATE gored fqUel t@=g | d\ed CIBIL & CIBIL

score ¥ CRIF Highmark @ CRIF credit scores daR ¥
1 B | AT ga TP 300 3@ Q00 fa7 AT TEBA | 7"
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T, Experian ©f [9@& W&l Experian score ¥ Equifax
o Equifax credit scores &l G | AT Fal 9 TR 300
Mg c¥o W UMl MESA | hige TR FATH Yoo IfE
94O YT WUHT ITHT A= | aY TGS Sehawedd ATHT
ATE ANTAANTA FLSIE a1 AfaaAl g ol afdwg |
iR AT Tasdeeq 9 TReRl ST &ell FoAT HFAAIA
wfad AfdeAT emarfed wuR 9r@r qrael & (Overdues),
fhITa faazor (Demographics), &1 T®H (Loan Size),
Jgathg ol (Multiple Borrowing), &l faaxurer srafa
(Credit History), @&l Y& (Institution Type) ST
TATFH ATARHT ATEhebl 00 @ 00 [ Hhige TS
T TRl df@wg | #@smr Credit Information Bureau of
Sri Lanka & UTgeh! ARl A8, U A AT,
R faerw, U wSl GTHTR SUANTH! =T,
IIETSTeTE ITe U@kl (9201, LT TRRIAT T ek AATET
U/ AUHT AT TRTTHET ATIRHAT Y0 Mg 200 97 Hige
THING T TH I |

Tortaardr 99 CTOS, CCRIS, RAMCI ¥ Credit Bureau
of Malaysia TR =R 92T *hige WIS [F&H Wh S |
el CTOS o il TehTehl [ga=e (Payment History)
TS YWY, FIATd 9R, ITA Holl THHHA JTHET ATHT T
(Amounts owed) @Tg 0 FIANT AR, FSAT [FaR0Hl FaATT
(Length of credit history) ®Ts ATq@ YiqeTd WX, 74T FAl
(New credit) @5 Q¥ FTIeTd AR T Fhige Fle, [heam THA,
a1 ol Stear fafa w (Credit Mix) @8 9% giderd
AR TR 91 ARG TTF (a0l ATIRAT AR qT2eh
3f@=g | CTOS Score 300 3@ w0 a7 IOET Tiewg 9
%39 AT WhIY qTe AUHT THT A, |
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% *hige THIRIATE YT g4 ATAE®
¥ Fatedd g At Farel TRi=id gq 9, fadi 9ge ¥
FHTALMEHIUHT TUTS T o, UTeeheb! fed WREATHT I
g ¥ faira Fanald SAfaedrd g Ao ade daay g
g |

%) faia 98w 3 FwraEieRw Ay 98w ¥ HATA LA
TEITE X!, STTASEITHl IAT (E@dThl AT qud ardreHd
ATTHI T AE FAHT Tgo HHT ATHLRATHl AT TEH]
TRHHT FSl FRERS! [@ax0r (Credit History) g7 sam
BT | I TE R FHTT qgH, AAAaH e T gHeiearn
qUHT ANTCHF] FAMT T TIEH &3 | FqPAH oAb
T fadrd AT qAT UEF @iod HieArg dRA T Araa
YEFATE AT T HAdT G | TgA(hS PRI THLT
af [ B | hiee THINGH fah™ T & giatae
HIHATE TEAT YTEehebl @isil T Yal YaT8 T FbHT faxia
T ¥ FHTALITRIUH] IR AT T |

g) @AMAT JUTATR (G @ higc THINSH IIITh  aram
JoT fair Fearears FH FHT T ANa A, fadi F& g5
B9 ¥ BTl U SETAd g ¥ S qor it g
TET FHTATAAET &THAT ATHALE g ATIRTHT I E7, |

) fasira darer TRivAtq @ fai JamAr Famaw gfataest gaRT
FSHT, [aTd AT T TATFR ATTHTH FART T {9 Jar
WEHHAT TATSA F(HTHT T T4 faeig ITHI0 qIT FaAes
fareprer T @fepuHT faxirar FaTeh! TR g7 | I9are
AT YTEehebl T[ATET HH g T = g AqdT g |
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o) WEl HiSAd! gAte, AleRed Mo : sige whiles 31w
TIET TATE T ATEehehl Hoaraea=d] qare faa=or fageroor Taf
FA SEH [T AIIRE g a6 | JGATE SAGHAT
ATaTea sATSia? (e gomelr (Risk Based Pricing System)

PN FATAHR FATEIT THHAT THT Teof 873, |

v, wfse @ikgare fasmr g Sifewes

ISR AT 21 | ITIH hiege whiveg fafy sraerea wfvear
[t Fameh! R ATElg g7 a¥ TJH Fel Aled Bl
T ¥ JFATSe THIEHNT &GHT FEIANT T TAFUHT TIqA
Futera Afae feder T Sifewada faer gvads | 9T
I TETIH] SGHEE TEhl TS

%) AFARATAGAT FH & g THIRSH TEl TIIANT & b qaT
foiTar FeaTdr= A=RATAGAT B9 gv | THHT TART AR
Algorithms @ FTTHA TIT IR [HATHRATE TATAHTA
BYH] g TAHAT SMGH G FAAES | BT AGLATH
Algorithms =T & ATEAT Tg FTEH (T gvg | o qaT
foeiia FeaTE®aT= AR ATIAZATHT HHIH! PRI T STEH
fes T & |

w) faedakar @ Hfee =ies ad FgmEmT T S qa
fodir Feare® (AR a={dee, 79 T9H] TIANTH SEH
g | OAEAar ¥ AR gEAr T BAH @A
RHER & ¥ 2t FaieTar T960 eI gaa#g, |

M) FEATH MIAAAT T AT & FHiS ShILSH! AT YT F=AAT
JIT TATFHN AT T AT AR §F AT 8
SR @ | ARRIT FAATH TART T HIAAT AaeATaHA
IR TUPl AUES, T TGS SiaerdT (ol gaaes |
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o) STt qiRTHeR S i ¥ O GRATRl AT
TEd, SUATH HISAH! GATE gF "9, FataaAT Jargeras
e T AHE Mem g TEE S BRUEE hise
THINSA AUl aomaada feaaes | areqad T a1 USal
AT WA &1, AT 8T |

5. Ay

fadira Tartacasr «@ifn dfeg eFdr &1 SifEw  SEErad
T G | hieT WIEd dAfhg GAAT FAT FGH HALATIHER!
AT HEea Ul JagRFT ®TAT FHE THE9F | ISl
= fadi 98T T IT HARIAl AR HUHT HAFHT higa
THINGH FEd del B | TqH Fel TN TH ATFTHT FHIHT
Ted AfHalg g9, ey MaR' 99 9reeli ¥ ated g,
UEsk fBd FRATH IR &9 ¥ [ S| g Aqdig
T FETI T AUET T Aleheag | TATAehl FraHHT Hofl F=AT
&g, e 9T Tl AT TEHT HONHT HolTarETl (qaRo
T A IUA TATFH TART TR WART THR FHedrd AeTH
T TR FHH: TG qAqrs fafy 7 afaw dfigar srared @
FIEH fahra T Al |

geags qrady

World Bank Group (2019). Credit Scoring Approached Guidelines.
USAID (2006). A Handbook for Developing Credit Scoring Systems in a
Microfinance Context.

ACCION: www.accion.org

DAI Europe: www.dai.com

Fair Isaac: www.fairisaac.com

Fair Isaac Credit Scoring 101: www.ftc.gov/bep/creditscoring/present/
Experian: www.experian.com
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DRITIAA Adellcdid gl :
TATPII I Scddiedd

2T, ANTET AT

[ELPPEN]

FTATATRT ATATARTT FIATH(T Aehel TRTCHE & o BIAH!
IR TaH IcATaehed AT ATIR &1 | FARIA e B, TRATR,
FATAT, TATS TIT ITCATS TATSS, | T GHT T BRI T
HEI: FATAT T bl ATl A3 THl G | Afhapl Hdeh
IR FHTATATH! FEARTCHE ATATARITHT (R 8w, | FEATAT H1ARA
STHATIH Gard, HAME, THTE ScATahcd ATTIIGHT THE THE
Geagg | WEaAcH® AigHdar (Emotional Intelligence) TeaTaeirel
YT TR A AEAeH] FAfas—Tas 93d T4g | Hr
T ITFHATTIfqeh! TFRTHE SV, FETFIEAI AR M T
TIRAT, FAAAIATITATE § qAATCHE  JTGHATTRIT TN
faere 9UH B | FEEFAT AEATHE  qigAar  (Emotional
Intelligence in WorkPlace) #I Tuid: SUaNT STHT F HHE=T
o qdT AT @A T FER IATEHE ¥ UER AWALE g
g | AEAICH® FIgAATH AFATA (A=d ®qAT FHARATS
SHELATITAT eIl [ATSF, |

HTegehl T ATIATR] JUSR & | ’Hg 79d7 fafge qffeafq,
AT A1 gaHol THTT TIREH g | |1 JATaers A9 hiq T
FHA YE T AT A A (a9 ATchebl Siradare, 9=,
qar geaefim e ar (Coping Power) @1 WX T6g | AMwg
qRfeITadTe ATRATERA g Alhed aX wAredfdqers aiRfeafd
RS FATS Aiehe, | IRiEafqerdege aafeafq aars afepuar F

* 3u-fagetes, WUTer AT A
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AT ARIEATTRT T 9 965, | AT Il gaAT AT qrefedfaer
FRUT TATE (Stress) FH T TGS, | A Aq dAATd HH [oIvg, T
wafd § a%q TIT YATH! ITAEH TAT IcATGhAH! TURAT ATTTGHT
AN I | YA @A AEAATCHE JgHal, HHARIR A
FAT FHATIRT JATHN U ATAGNG TEI=IHT TR TRTFT T |

HATEATCHS T(gHAT & Bl 7
HTd A I g ATaATeTs Hedd T, |l ITART I+,

~C

4l FER "ag T FFeR I, dfedrd I T Gl q1E I,
qifeafaaar AEATes AR T WAy a1 A o
AradTHE gigadm (Emotional Intelligence) WA= | HANGSTAH
EHT qAATCHS ®qHT FaT A1 fa9g Had: AT §HT Iq= g
ATFAT T ATl AT (Awareness) &1 | A% ATaATcHE FigHTe
AT TTT SRR qHA AT Gorgaefier gqae T &l AT
| ATFI AANGSAAATE AT T Alhes, A AGGRUT S<h
TR, | ATAATCHSE FIGHAT 219l AR, SATIATIE TaT ATHISTE
SEaAdTs aedd T Al Hed T4, |

AEATCHE  FMGATAT TRERHT AR FerSHH AT dig,
FEEEId TIT ATEARET S Hdrars qeee | Aeeid
ATEATcH®  SRTEhdT (Emotional Awareness) T9T &=, FHET
FHTITAR] &HAT, ATAATH] LTI T &THAT AME T&SA | TFH
fadToar SehT § STHT WTEATIfT AT TEd SRl STaAT Ao
T EE FEX NS GRT AGRAT FEATE 9T G e B | q9d
ATAATCHE FGAAT IRAR, FTAS JIT FATAAT FILATITAT AT
Hecdqul faug avs U B | THAR T FHAA AFHR g A
AEALTF 3 |
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HIAATCHS FGHATATER! JTATH &1
AEATCHE  AGHTTH! ITANT SETTAHISTHET qid &FAT &

T fagTE® Fedd 8 ¢

() ATcHSTSRATl (Self Awareness)
(@) #TeH FEA (Self Regulation)
(A1) YuIm (Motivation)

(o) "erEfd (Empathy)

(3) AT FeTet (Social Skills)

Source. hindimein.net

(&) ATcHSTEHRAT (Self Awareness)
ATCHSTRRAT (Self Awareness) T &9 JThITT T=Id & & |
AT FTA Fige fawe 9f 21 | ATCHIRTSS g7 A9 o Gequ qHEITHT
FIROT &7 | ATRITT IeT g AT JIRepT a1 ¥ A9fe
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o

TORT TE  ATCHSATEHAT &7 | AT e faaepavaia e ai 27 |
AGATS 7 ATCHAT I T Alhes; |

BV AThd ATCHINTEHAT TeTa™ TFg, | ATCHANTRHATIT
wfcaer faera, Figepr faepra, faaerdr gada S&ar axes 99
faeTer T70 | TWHT AT AR W Sifdd qar wetas
THY FAITAN TAHAHR g T AEl ATARE! (Fwq= T, THre a1
TEPRH! [T THUes | ga9wT 9fq ufeel el SRl )R
(Body), 9 (Mind) ¥ #TcAT (Soul) s w4fd e Strawar
FHYATER A [ ATTTF G |

TSl AR ® @ Haddew grar d ¢

qfedl o eTHIHT SRR &7y | STl &T€, WK, T AT qe 97T
ST 9GS, S Jfad Bied gra | SIRAT AT TeY |iFHT &9
TOT 3ETE | ATHIAAAT GIUATS BTHI AT A AEel a3 A1
STrEAaETTaAT oTfeh &1 | JTOrAT 7 83 AqAacad AT H1 TE; | 910
AT 9 AT, Hed | SR Sad A g |

FTEAT AT T AT (Mind) &7 | 9 § AIAT e ol &7 |
IUFTIEHT 9iTRT & WAUT ARATON FRU Te@IeTar A97d 79 5
HIETHT ATl Icd= 9 BRI & | AAHl =eA1-393, 9E@-3.d, [,
qTaATe® gq | J&T AradTes fafaer afifeafd v awsies (areram)
FT FRI FooId e | HAAT Ah Ade® AhRb] BIHT TEH]
T | B ATATE (BRI o & AT 919 IIER g TesH | 775
T PRI T TIAT 919 AAT @MH, ST, J19AT, THUS AT
¥ GHRICHE ATAH] BIHT AT, HEO, J4T, FEWAT, ARSI A1
qf YEvgH | O AT afEw H AT aIUdis SIS, SRS
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T FHE HIAIG TH E78 | ATde® qHT 9T 9T ol 9rad del
HAIY G AT7BA TAATs FHAEPR A, |

ATV, X IIHT ATTTER

WRIRE (Phycical) | ATAMG® (Mental) | sfcwes (Spititual)
] ax =
AT, BT, |, T, | #9 T TFHT A= | Fell, A, =g Al

ST, g AT | EAEE FeaT A
I T AR g 4, | g, AesR, wiy, | R, R, ger,
FH & T=g, AEAT, AW, | WE, I8 T AT
Hie e | GEIACARECEIE: I Fc
qe |
AFEEAT  ATCHIRT | JRiadid, @ | Aie=emm= Al
W @ BRP T | | T |
FHHET /& THETT / &1

IECTAT TET ATaATS, [UR @G qiqITae FUel &1 | STqA
EaT TATT 919 ¥ &707 &TOTHT J& T A g 33 q21 AN 97
Tehl FHT [agTe® FeHd B | &1, FAHl A-hA ATAgwHicehl
FSETAT F ATHSANTERAT (Self Awareness) & | FFHT & AH
TPRTCHE (TPRTHFGHT) ATEAY(T T TES AT ATAhl TAEIT
ST&E e o ATCHSRTEEAT 2l |

T FETAT FEHR @y, d 7 IledAt@d ATHaAHT qgT ArHT I
g Ul WEatd qAT IAREeEdid Aed qi arefl quy wed
<[AHT, TS a7 FIEfT AT AT AT (8w, STaelrs ATt i, |
ATCHT = ATSeh! ATt & &1 | ATcHTel ATTaHeRT AT, FaT,
JAR, TTT AT Felehl [EHTSTheATel TEeg | AT A1ET &1 | AT darbel
FAEATHT 9T FET g7, feheiReT i T g7, a1, Wig, 94w uiv
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e & | AT A& gaA, AGHT I 9T ARG, 94X 9T WA AT
qfe AT gTaR | TET qcd F ST AT SYavehl 9T &1 AT TATSUHT
T | THD] ALTTHT FHT HATHT FIEIATRT QI-T ALATTHT AT
TR AT THTeT TTHHATH B, |

TG AR THH I, SARFAGTEAYT AT BT o ATAATCHE
FIGHTTH] Teh T&T ATH STRTSHAT a1 | HAH] AT A9 Jq~ HAT
T T AT T Ay BT 9 At feafq S gvg | T
FTHFH! fqatqarar o=E fefamer ahfefq 3= g | #fed
AT ST, BlEel g Joq=T BIall | Hieed AR STEAT, Fieed oo
AT WG oTfE | T T el TR § A, = q4r
AAATHAATHT el E75, | A% M@ F ANH @ T FABI AT
F GO @G | ATH A AUH ITATS a1 AT F ol 67 ¥
THITE § Th 98 A =T AT AT TR g7, ad AT AIv
TEN &, | AT <IAAT F ATCHIRTERAT (Self Awareness) &7 |

ATCHSINRRATR A TAHE THAYT O BT FSHT g1 a0
21 | FAUTHT o 9SIeehl & FIAidepl =T 5 ATCHSINTSeAT &7 |
S=9 &I AN AW, AFAT SISO, AMH, FHlggid o
T, T ATl (ARTHRTeRT IYTIETE FH T ALTAAHT 6 |

(@) arew e (Self Regulation)

ATeH HIHART dF TPRICHE a1 THRICHE AEATIT T T
TY T YPRF! Heqd [ el § AR Ife= T 21 | T9qeh
AT T JPRPT ATAATATE FA Tqed Afeheg, T FLIHN AT &
¥ forer T geq 9t 8

ATCHTTIAT ATCHSINTGH AT S8 ST 2T | STCHIT AT AT
AP Aecdqul g4 Ifavg | aed d=d a1 aRkfeafqars atdmd
I THA, AT T G | X FIehT BT FA~ g AAGH 39K
TGS (AT T 9 2Th T &7, | HhT THRIHE (T
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AT AUAT A AAMGF 9 U g AT 9% q1 Sqrae 91
ATHT THT FHAN T4, | TAHT AT FHRIHE AFIIT GolT
TEAT 9 W& GERIHE 99 Jad9 gwg | T Arenfedss wEeaan
JHT A & T 3 |

(1) IO (Inspiration or Motivation)

TSl FETH FJHT AT B & ATAVAF T foF IAATE &% ATeT
TG AT AT IRaR a7 THedls a0 FHIT IR T | I
AT AT TS GHE GEIH] FEATHl i S T Fa
TG | IAA AEATe THA HIAYIT IR TEeg T THIAT FLATH
IATEHd ATAGHT HBTdH T< |

(&) FeTfa (Empathy)

sTepTeRT 9fd Tl et safd affeafaars e T faor
f T4g | THE G & Hedd RIEH G ¢ ATd T Geraia
FEF AT ATELTF G T F ITAG A &vg | ATaACHE
FGHATEFI Sk AT I AT JAT ATHIF THIw TaITIH
AT BITA &7, | AFHT AATAT e U SATRYTT vl aTeum g
IS TATSEH | B AT aRfeafd IeI gET FERT AT AT
& F BN G5, | ATAATCHE FIGAATIFI HHA AT AT
AT ARl A RO I<h TR (ST TUH T HROT @I
AT, T AEATA(A T TUHTA FTHATATERY HAU g |

() QrETRAE et (Social Skill)

SO Sffectedr QIafy=ray ITeepT STRT ATHITSTe HI9Tel v STeel
TG | WA HTAqed= ik AT AT qEehl T TATGH]
AT AT e | AT A FHISE GFRGAT AT g, |
TTHTNSTSE HITE O el ST qdTches AHE IRaR, FHTSIHT i
I T, SHIEEh! ATAATHT Ha2 T, AT ATHINAE e (aepr
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T @9E & F9d AHAT FdAadar AtTaigaT Hecaqul deradr
TATSH T |

YR I AEAATCHS TIFAAT

IEFRH A @A &5 | HGGH FEFR'H SSHT Fehd’
9Teg YART TRUHT &, TGl qd g TRUHT T gvg, | AT
TAAT PR qe@eh] arcad Iers 9iad ¥ e aAred "reree
LA JART TN B, | THT AFAET T FHATS T &TH GGHT
ferguert & |

YTFHT AT ATIF EHN B | UM HAd: TR T AT
a1 Wil W@HTE, ATad, o1, Jd, Jaid, dqEa qie g |
F AT AR TG B AT IS ATHRT Ak A | AT
T, FETEAT, A, AT Evg | TGS ATAATHE FrgAT T
HEPRATH (Hebe ¥ IEhl @3 |

TEPRATS JHAT S I 2Tl TRUH g | T qarad
B | AH THIEGE FEFREE HIARRAFHE Ued qhR el
AT B | AT U AIEHE HH TaH ATSTH ATHAT AHAT
FITAT AT TUEE GBI qEavad s 7 g1 | Al TR
AT STh FH W Filevedl (&afq g | afq 9o 9iq 3%

JHRFT FH =6 JAtad S - [aa1e ¥ FIEer | 91 g5 FH 90
T EB |

TEHR F FHH STF & | ASHhl AT T FH, FaER T
TCFRE YARS g | A AT GEhRHl qed qiHH &g |
HEFR AATEHT TOAT FaeR ®IHT Ihe &5 | @, a1, g,
ygta ATfe FEPRE ACAAT AW g | TR ATGhl SAawh]
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F=ATAE B | TPl o AIFSehT T, TG, 9N, TEATE, T, F&0m
aife @IE MR TEw, | ATRGHT FHAT, fHevdr, Jararordar
AT THIHAT I AT SaH] qrdehal enad T Heaie aa
TP A & |

FeFR fR=ae faswerelia &5 | Afhel @9E qiRady qxedr
IIHT TM, T(OT ATfE TS T AT a1 IRHR TH &l | 3Tl
STERHT HATG AT AT AT+ FEhY qIRAAT &l | FIAHT ATERHT
TR @ I T AT T qe [BaHE g | @ AThid
Zfchel TET SHEFHT ITRAT(Re, ATHIE ATdraRel, qRad, e
ATTGHTR A [T TN TR B | T I HUH! HEhR TAATdH]
TIHT Y T8, 9l ARl SAAR 3978, SHadh X, ANTHE!
STaFeT fqeTeTe Tde 9 AT FEPRET qHFT 9T T8 JehiqH
g7 | SATChebl SITadH! YA, I, STATEAT TAT SR AT
fgmeer T €51 AT g3 TR FEPReRT qfHeRr Afd Feeau g7 |
fchebl YEHR AT FATFR] IRETT A T AR g4 e | 714
A 99 @9E 9dad 9 g7 aX ATHl 99T |0, | ATdted
TATH AT TP IR A= Sl g Tas |

JcATEhcT ATARE I HTAATCHS ShgHdT

o FEAT AT (AFIHT IATGHE AT ARATHT HIHT JATTHAT T
U | SEITHT HTART STALIChebl HIARAAT IAB AHRIHE
o=, e, AT, FEAR AT, AHed eI,
TEHd ATGHT AR Tewg | A7 JaE O faera T |
SIAT =g, el fahTa gauE | AGHHT g ATchepl TaiTE
A &1 TS A T AT [Fbra TE5 | Tl Ak a1
FHAHT IeI~ g JEged a9 o g HHamel o
ATHT ATAATIIT TS T8+ ¥ HeATATs 9= Joaaeshed YT T
TETH T |
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ATATCHE FTH AATHT ATAATCHE gHAAT [abrd g7 TRI
TG | ATRAT IIH &7 AFRICHE a1 ARRICHE ATIATATS
ST ik 5 ATa¥TcHs AT a9 g5, T HIATAIET (i
qiR et R I~ ATAATATS (IAUTAT T o, | 7, 20T,
39, ATEAT, AETHR, W@IUA AfG 9T IA TUAT HIGHT
Tzar feafq @r weg | fear feafq &1 AT @Er wmEer
UHTHR & AT | TqATs ANTErd q v | S8 =T &l
T @AY TSR HUX I Ygraare el Yed dawdr | &l
HITAT FAAH! qfg AT [qdhdl ATT 21, ATCHIIAD] AT
21 | TR T ATCHT a7 <A1 DI ITATS ARERI TS,
qPRTHE qraATaTe Gifed 9% I+ gaare o TRISS, T4eTg
ATHTAT 9T A=, |

FHAGHR | FH GEHH] ATH AATHB! A(q Aecaqul a9 & |
ATl SISl ¥ 68, Al (he & @A Sad Jurediel
T TG | FH AT TRRFT S o HNAH, ACeAF T AAER
FH | BT, T a1 KRS T HH HI% FH g | Al HH
AT AT &7 | Toe U Aol FH TRREs; | T8 T4,
A |R, faamw e 9f w9 TEw | A A fRfawer wHewr
THE ST FANATTHT & S5 | AT T SEHT ARMHT STaeararet
HAF BT | AT STHAT AHFT AU TR AT AT G
TEG | TAATS FFERT AT TRUHT faqeaar earar st
T At |

TS JATHT T FHARHT ITeAed FId T ATIART TETART
g Alad ¥ |l FaraH ITANTHl Hi=rdar g1 aarde &
&1 | STTAATCHe FgHATIh FHATRIA TSR T 8 7 8o |
fFaa FHAPR T FThl AR F AHFER g7 | & @IH
T FTARUT ATETIR AN 89 TS | 99 & @IHTT Afeqdrn
g dd TR T8 7 849 | 9% SO geqrare fad dw=ar
fer farma 9 9TeE® | WA AT ATCATSl AATHA T fEed,

T fqeed | FrESae YAt UE RO T [SEEarl geq
ITHRAT T, TS 79 WA 3V (v, T BT I T
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IREG | AT WA AHE ARERT WA BT qEET GIaTATeehT
J=AAH AT FATEAT 87 |

o FATHIT T Th Aod ITANTHT 7 T Ve | Aricash
AFETT 69 I Je MEy | & &7 9 affeafaar
SAferd, AR §ad, 9T 9fF FH gwg | arareRvdars e
IRG T AYT aRfeI(ders FEeaT TEg | ATRAT R
T ATl U TR A ARG FEHTAR] ATEAT (b
g FHTAT@AT ATdqERer anfeaqr, BA q9r geFated e
TEATAT 765 | TG ATAATCHE JGHdrel ATHT 71T &ed ae
FHANE] IAEHE ATdg THIAT TEaRT [ATIS, |

frrsepey

& i FEATHT IeATERA ATTAfEHT HIHE GETET gHE A
21 | fepmra qifqer, enfifes, @== anfe Hqeg AHATT A
7 ufeEred TEE | WA SQEWET 99 g% 99T 98 geg At
fISaeqel FM T Ah] THRIHE 3d T =AAAT | MRIE AT H
TIATIE AET G 5 HHETAT JIel T I, |

qEACHE  AgHAT HAd: AT T H™ehl  HIEAT,  HIh
ITATAeT HIROT, ATHT TAATHT FRIT BIATIART ATATARIT, AT
Rreartrafasr wdea, gzasl fasmadn sreara sSear fauagfa
TSN TES SAHFLATIT T FAT &1 | AFSH qg TawT AHRIHE
AT €189 | THERICHE ATEaAT T IoA g T GUIFRH AT g
A & | T EHAAYT TRl @ T ARRCHE FEATEE 3¢
TET WUHTA IHF! Fol &7F qAHG (IR I=1a & ga1 AaATcHE
AfGHATTHRT AH T ASATT e U FEIT T FATATHT IcATGhA

>

(o)

Afafgert aNT AATEeTF & o7 |

[

HLATTCHE FAITT AT, ATEAT T ARTTAT ITve, | AITHT
IS, AROTH AT ITeg, | ALATHITT ITHT [I9aTH g a7, |
S TATEHT Fleed TG | F qRieafqert HRO qra Feaw 90 9f
ATATT HUR AT AALATIT T FHAT [qbTd & T | ATaATcHb

o% fafaY /3u”




AT TEI HEAT AT HTA BT Tad TIw] Al T 90
=G | T HH FAE TG 7§37 [FA9T FHRAAR T AP
e, | S XA A ATIT T ATe, | AT AP AT IRALHIT
F AT BTATAT FEITHT FTARA HHATIHT AT GEAT § ATAATHE

AfgHTTERER S Y& T AANEH 2 |

e

A=, SLANEA  (R050), ‘|EHR T A9, ATHINAG FIhIdH
HEAAT TEGRT AT TEHT YT B9, FISHTST |

TIwehT, TAARTAT (09%) © JF=H ARIT, TUTA [qqITAT g,
ST, Hlieqad, FSHTST 1)

frsy, dv=auETE, (R0¥0), TS A=, HTSATST ¢ GiaT
TR |

AT I R09R, ARAT T, faeedl © A Trg Tt T |

AHHESTH, T@THI (R0%0) HHIHEIHAT (ATIH-FsiadT), TREIT

;AT 9

THI, FRINYATE (0%5), AANGATTIRE FHTATAT, FTHRT THTTH,
AT |

AT, A7 (R050), HLATH ¥ AMGF FIIFH, AT AT SF
IR, T ATIFIET FRHHAT J&qd H9T |

Subedi, Bishnu (2022). "Spirituality at workplace", Paper presented
at NRB, HRMD, Knowledge Sharing Program.

Weinstein, Bruce (2011). Ethical Intelligence: Five Principles for
Untangling Your Toughest Problems at Work and Beyond. New
World Library.
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DAGl Rlegd : Wﬁ%
AZS T Dol Smas

ATIE FTET
g

< (SN

TEIT T ATHATT TIaT Heeaqul f=TaT g7 | % TIaT eAfehel
R AT AT Al SifaA fdTgag | Sth SAlfaHH &
AEATET YT g9 T I<h Afch T (Sl IRaRal Harmaad
EAGFAT | T, USAThHE® Q=T (qudd g4 7 el @Afh 2
fsteet afvarer oar aifq euar | A% 9T ATEl IRARS AN
Fa Srad fad =1 Mo o afeTd g |

TR, GATETH EHAT TXAT §ar | o, UleeTeh HFIAT, ATAATE
I, TFRT b T 9 [ TRl TRHRATAT FeITE®
THHT IATET & | AT q FEATHT AT ST g ATeqead
ATTE el TehTReh] SAGHET WA el TIT ATchebl gl (92T
FH &vg | AT, AT GRATeEH Ui ST FIGHET HAT FRhh
g A T Aiehs, | STl {oF; F TIaT YiecAsh FrI-T=aT GHT
TN AT TEHT SAMGHET AT T a7 (9% FH gIee |

STETSTHT FaR 9% THFUR T 10 FH Ahepl AT ATH
TAGFS, R qHT AL AT FH THIAATET Jed Gl TG JehITeh]
Sifew faged fafe gaadars sifen 0. 000009 yfqerd A &
9 9f 90 AT Jahd! TANHT Uk Jah oAl g SaH v,
T S FA ARRE! AT ATH, T ¥ TrglSd SATAeNeeE Tg
YehTIehT U ATIM AT SAAPT Ted FEATHT AN Jab Gf STeTebTs
gueg |

* gu-fdere, T T FE

o Y/ 3ue




FTPT B MR=d Al a1 qRaR qd AReT IS - FICATAHT
fertrept iTer AT AT TEHTe A, AT ATSTRN M AT
Afer Afeded § e THg | AR GHET T AL AT Jed AT
qfe % (Hafq g7 Tk T T AIE gE@R AT @ |

IS I v e AR ER gaudy | fader @
HTSTHITETAT AT AT gaa | Freept smars gemer guds | foeer
¥ P et e @i gRed ¥ue wE gAuey |
BITHHT TIIET ATETed ETeh ATHATHT FETe® aafhaw=aT e
FEI FARACH FAIRS | SUAh TSHHHT AT @dl Ievd
fergad = fa=me a9 T &7 |

S HAT AT FATChSE TN AAMEAHS Th g |
ITABEIHT U (BTASHT THIAH YIATIF), T4 [q9RE, Jav
qGF T FHH! AMgF THSTHT GAT TR GHTHT AT FHTSTATET
AT qHT TooTd T FH FGMTATHed U g ATeald |

AT IhE Hd T I @&l dF HeAad JRIATHT
g dthg TgaeTs HANHT ToAT BT TSI GUHT TA |
Al dfpe Fged sfaeraens darew &1 W9 AT FY AARE
Bl | JEABIUHT ANT A 9293 HT HERd RoH  (ARwTR
FETT AF) BT TATIATH] THE BRU A AHHAT TR AR
dfFg T3 (THATE qeAHT Sfpg wnfae ATHRAT) ATE A TEH
foar | R & AUETeRT S (A9 g q]RR AT AHE SIS
TaH dfpg AEET F@Ter @yed sfaeras fwer favaemd
TH Tl &Y foF W7 | T HeTH=IH! YTHE FRI § Hevd
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fesTsTepT Trgarvdl Wifaer i Teeht 1 Arael qRERTY foordm fiea
R, S SMT- eI AT AT B |

dfFbe T3e A hewa RO W TATE ASfEUHT gAT
FHIHMET T 4233 AT Hed feUiae T FUET (THSIATEHl)
1 TATIAT TAT | TAAT Sehg TFH! FH Fel FH TT A9
HATATATET IeHAT A AT |

THSTATEAT T LTI THT IA g TTH YHE Afehg
TFIA T 9350 F1 TIHAT T@MIHT 33 HFT Afhg T3eee
- Ifgg wve | Frefaq T wnfed @ik WO g3 q©F g |
JAIAT AT 4259 AT &9 TTH FHNEH GSasR goedl, a1
q2%c W AGIT T AT g TR faend qHRHT T HUS
AE IH HMUCA FFSTHEH [Ihaar T A T3 "eEAE
THIHTAT fTeaerT a7 el fAofl SepaT Ieq= &+ el 93a -
A7 i fairr 8T TRIERATAE gikfad 7 g9 |

qT AT TeATHRH T ATSTRT by T STl AT ATRT=d TaH,
el TEepT T ATAT 9 AT TATATHT TRTETAT AATRITEF I
T AT B AT FRT 99 &2 | e gel A asae fagrad
AT YIAATE SR A T, i &epr Uelies =t q&arel el
AT gafaars faxiia Tgadl yHE FRUH STHT TS, T |

ATl ThT ATAT €Y Saqe qed TIULMhepl T qTIi
qEE T 000 FH favaerdr fada agedrE a9 A AAE
EIES | Uigedl aHIHl YHE dAfhg 3¢ 9 FEr T B | FE
TTIHATT THAT TSTHAT ATIE® SETIANREHT G | Tl [ob; BTelare
(A I0%3 HIEHE]) AA &9 TCH A daT FHHENT  THIH]
e - fafers e, =R ¥ wed Rafsdear famear | av |
i TTewg T 8¢ Ufedd® | WgAd 5 T &g ¥ Ar=aiied
I FAAHE |
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herd o [EEIear |9 QO A1 SHRHHT 9T 9Al
qfeel AT FeaIT S | THehT ATH f37 B e I T qATSCE
W' | R0 FYR[ AT AATT IEHl Ith beald dehebl Ie9d ATA
TFATANIT BT BRIAR TATAT T, FAATIRUTHT 81T T FAl
qiTer AT (a7 | B Sehel TAT GRETVEAT RS HaT
ST T AT AT Fehebl TRT THR TaAAT T T TeTHAHT
QITHA HTAA T HEcAdqul AHFT (A Tl faadr | a7 a9 9599
AT foTT AT Seheehl A9 FATIAT ITh Sl ATERATS AT
MU ¥ AT afgedl Beard S @ o WU AT |

S o C

TTTd Bed  Sebebl GIROIATE Jca9eTa AU BRI
FATT Sl EAHT Jbvg A A T IAI50S LaHHl LIAT a7
959% AT &9 AT | OF ORI @REHl AT =Tl @Te ol
TATE TGAhP] EATA AbUS Sebel BRI &7 TIH I &A1 A
SfEw fTUeT Sehewet Fadl (G 959%) @5 AH bl | Feleasy
T 459% W AT Sl ATEATE 9 fAoTT Sepeserl qama@T @i
AT |

IAIIS AGFE A, AGUG qE WA FARE Sffrs s
IRFAN FEMRET S god @l I qcqHd §F ATH
AT | FHRHT SFeF DTAFHE TR TSATHHEE TAATCHE fearaet
AT TWH G - T 1539, T 951, T 9593 T Eq 909 &
e afee® |

T 9539 &I b AHATS TATa FaT Tl o1 fqgaf
qofr (FaeTe T Femadr deewara e Won) qar faArRa
THAREHT Thewel Tel WATHT ST TXHT FEOT Hael THE
qTAHT GoHl HIT AT Jooi@ TR T | AT, I ol
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(TG ATITHT ‘T FAT FAlST) I AT AHBT TRSTMH] AT hH
JAN TIT T@ER (@ e, f6=rg afe) a1 F8Hd whl g |
qrEciaes &bl Ald IAE (ATG{AH ATIHT TATEAA Taod ) T
TRATFER 0 AT furETe Sea= 9UHT Ik kg aaHl
AT AT She® GAPl ¥ TI-TATAIAHRT AHH] Skl
FFEIAT WY, T BTH ATTH TATF aM@va |

TR TF 4539 P AFah! TRRAT 8¢ THIGEH IR qebel
T qcUO /T AHRES AP SF @HE J@T | FR iR FLT -
AT b TATIAA T ¥ IRITEER T AT FATq
T TTH] AIIGl (A9 | T qgeehl Tald ATeddel ool el
TS God TN AP Shehl Helel IONR Tag | G (5% F
SF ATHHAT fgarar Mehel =1 SgeaTIgHl Ugal FHICHl e
FITATHT T@T TMT AT SATHT UGk T T T GRAVEAET
o% AR ATIHT TEH T |

®¥ FEN qT AT 1549 BT ATTHE AHRATATEEH ATTATIAHT
S TEdl T weEw: fadg e fases @1 e aiq dfee
&TTRT FTHFRATET O AT ATHIT T8 | O¥ 9aT+h hiY A
e ST AT AR 928 99 9593 1 dF i |

T 9593 BT T3IH BRI (FITH) Fel Bk (94T | ATead
e [F T Ik TATAAA Udslad M@l TTART A T
AT SAET | TR WY GRS SRSTIR! SFAT i FEaTel AT
7| herd oy e S TRUIMER ST IHT g Q00
TT & AHTA TR TAT AN SF T Heh UG HHIAT
af Tk il | ReeeT AT Weh TR 3iqetad fedl qeE
FRIEARH AT a7 FAT T AT fqargar o feqae w1 = |
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oI IfSSHT R0 ATHRT Al TAH qhel FRAXATS (a1 55
qTiseh &HT qHd Seel@riid @1 HHICHT YIheR ArdH Mo
AT d8Y UAH ANl eIl qhadiars Haq T T3l
feramediiar WTIqUE Y=t TReT B | Alfed AvSH (o ATdaH Th
T UAH Al AARATTF AL & Wl ATH BAGTH GAH TE
AT ST AT FTARTAT ATETcd § AT g ThRPT ATGHIATE

SR (3 ATh AT el F¥ATAs SITSH) A6 7, |

T Tl Y&qTd Tl THE Hel 99 F&0 21 | fa<dia agaa
THATS AT TTH TUE JSEATHT S@TIH ITHeE hidh A qraf
ygfa ¥ AAfAEarR! fedrael Th THRET grgd AATd AABTAT
Thadre faafaa, =l faeasr ITer ™ IEd T haEwy
farciTar 4T el FHAST /A qTEAT |

T 9593 Tl AHNPTAT bl T3 ATAT T 4200 AT | Hewd
R fedear a1 ¥gd T A 008 &F TWEA RIEATHIA
TSI 8¢ THFAT TWH B | TEdT b, T 2000 T faxira
q3< &9 WS AT VTS She®ald & qU T&I a9 9309 H
Sifebg T3ah! q&T AT @l T ToqHTHT TTST Sihg & JaTq
T FEARE |

W FHARE MET @ER W T H/O 9H qE@E 1 TH
TPl Sehews o [0 | ek Afd foay fof qRERITa Sepept e
TE FHARED Wb FH FU | YRR IARE  THHTR
TF FPAlE TIA FATA A RS ETIgH I fIuA |
Y, TE FFIAIEE TFRETT Sehebl TATTHT Tl SiiaH fea= (6w
TG e ¥ fAAaar TR F A TG | AR, el S 99
Q200 H1 uf fadirr &t TRIFRATAES drRaFied 5 g |
T FFEIAA JATE Tl U ATAT JAT FIehTel YR GiRE T&d
TEHT Y |
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T FHIAT FHNFTHT ATTH HORTATR] ETHT BT Fsd o
TREH] AT AT ARATTRT FHET GIREHT TLFIRETT Sebebl oATHT
A [FANES B AU (RAAT FaeT) Iuded WISAT | TX
FEIATRT AT T T TIRepT el AT U |

T 909 AT AHWHI IS TARFT §g ST AHIT gaToIees
T U - UF. 3N Eersl ¥ =Tl HIY | qoqe=rd g% 9ar 41
ATche® ATag Aehewl (AaTTeharel el | AT Sel qeerdl qe
Yo TR T Hbra1ed dGhdATs AT [Fag aeae avadr
qaar ITAed TRMCX FTATST TRl 9T AT HHH FedRrew
ATAZAT TEehl (HepTalar Tl Al Jiadl Y AUA | Feeasd &
T I oF AT 7T I%E BT ATHT (a8 Hepre gferedet
STHHRU TSRHAT Ueh [adepl MU FfdeTehl ATSEY (ATMH) 00
IITTAIF 31, TEE FFIATR] [GaTar Miepar T oAbl au Adq=HT
QR WfqeTae! FgeH=d AT |
AfFa gAa®g | Tel | TRhvg FATATs | Joasird Tl a9 4953
AT RSt AUl AT e AT U3l 399 @, Sel [aeHre
T qTATs 39 M| SNRETE IS [GUR A18T AvsH |
ATCHTT T ATRTR! A o &7 AT FTaTesd (TRl Fof
AT Feh) AT qIET (HETeharedl ATHT b ANREH! g | TRl
fad TATT TFH ATTHTA SFRN EH a5 THIT g7 | T8 FHAT
A wereHTars ferararer wifua Sree wue faersfeg | aeded
AT SATT TaTs SFhA Ahd Al AAGHI A FEAATT HATHT
HATHT SR FTATATHT B ANMSSA AT Tegd, “FATh<T TS |
AT e
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T Q& R T Ufqetiass i T3ast @ity & faa=mr aivafeusr
B | AT, AT Tl A(hg A3THT ®IH | AT T4 =Mewg, I 4350
1 ATHSY TUS A FIEGIH | AT T3 AMSUHN G T 9890 &I
TAFF 5 a4 Hed U TISAHIAF HeATe®dT | Th, I 9293
F AW [FR qg THAT ToRAATs FHIAT AT e J9Ewe
T T FA@®T JATH TP AH AR O 1
AT | ol HEcqul ARSI Tl 8l 9 9%9% |1 A1 g9
MU ASAATAF GRATAR] THAT Ih IR AINRAR (T8)
IAATS STATTHE STHIEET ST GFARITIA =T |

A I TEATRHR HAEET TF QR0 P FUAHHAT TREHAT
AAERITT dAfdd agd AT STl TaT AHRTAITRT HABH
Hrald SAehel AN H(TAT Hitgeh AN ATATIT T | BS¥ed HUSH
T I 9RER AT 3.4 Glqerd IEHET 9393 AT 90 giqerd AT T
T Q9% AT BiX 93 Jiqerad=T AT AT | hekd RSt qe
qel ATl o A9 9350 HT Hifgeh AIqepl AT R0 FIqardas
TATSEU (FF Q298 AT ¥.Y I ERTEKAT &bl High AT
TRATS HHI: qhg T2) ¥ AT ATITAASIAE ATGR T HIeATHwaT AT
ARG H1IH T |

hevd STl AT FIHH IAI AT AHRFH 0 T0S
A AT 949 AT | Agq U0 A AT [REw UH JERE
AT dFe® g, Tad ATFI I T FAAEIRUH] q9d q=ATAT
T A ITh IHHAATS OX FHel YAt 9 FANT T | a9 997
[ytagEadl AFANIF AISA AHI-3Tca ATLATTAH] 3BV
faek Sifawaer foar fpafe SHees yare T Firer wafy faae
QT T (HeTTepr svaT feb odt Tewa |
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HAd: HEld RESTel SATSIaR JGILATA THT HHSH T A
& Afq e TRl MET Tk TH TR WUEErs
®UgS T AT TAT | AT FHT Ak Sl CHBNT HOTHE
T | Hevd ot feEdaan acamy SHREH IR a9k fdes
FoaATATHT FIT | fTTel TelTe TaT SRebaT GHY AT BT GrahIieraienl
FRE Yo IIqerd (¥50 qF aR) Taan | anfawdr a9 aEdrs R
gaTe SRS IsTdTs Hd ¥ Fd AT AR 99 T |
ST Sk ST T JAaaad S@I=aT, TEeTg Arere [REh [aeiarga
HY GIthe 9= AT [GUHT B | ‘Aldg : ATSHIAN HY ik’
AHE Ih A AMdbATHITH M T fgodaess qadamare]

~

JEIRHT AT ATT AHEBT 9T LY AT TR @ THehl @ |

T 4250 H 3HH AMISH IS oM I3C ETedrd AT
FHHTHT qURT AT FaT Fobewepl [aRAqTR! HETHT ITETCTHT
g | T 009 H WEUT Fgasfg T 0.} gfqerdeR
ERTETSHT TEe ATUHI Beve HUSH ¥ G 03 W= MT=?
AT ARG Tg G 033 ATAT ATGYEET 1= FIATd TOT | FeAd:
HBTAT [TETT T STEIhTeAlT AR (T Ul I AT
Sepes - fafetepe wATell, favv=r ¥ wed fufets ge O | awRiftey
HAT BTl T 033 AT TR AT RISANATA FHATALT
TR YT AN TR BRI A aT frerer e
TR METRAaHd a9 JgE@drare ST |

9 4350 F THA ®RX G AT AANH qAF T THT
srHfeehr Afepg & sl e faxiiar Fge Teaar | a9 SR/
qf I 9293 ¥ Q2% T TfATT TRTIRl GeAdIgHl HIATR A
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el AT | I A9 Heualguesna Yefiaad ward A
IR AeAbeed T e fazeft war afym qwar | 9 a9
e qHRFT TARH TRHNT Al qa=ar @ieptedl 93T |
4l dpeed AUh HAGHEEY Y&l ATSIETHT ZAl HIATHT 00
3BT T ITh IHAATS Dol Alddh ATTEIHT [ ATe T
HAFHT HITH BIH JdT8 T |

HIMTAT I FIAEA  ATHT Iobse (&% ‘T Red dh
fetram g AT Tfes AT qAhata JR=raT ATTehdTe!
JHAAP] TEAT Afgeh IcATEYY ATHUUIER AT bl B | a2 AT
FAT F@H fTeAT ¥ area AT ATIRAT MRURT &0 HoAl
T fEE guer efew aredr af uwufy st wnfed srafeer

a1 faia wge ufd #H Aed MU | 9« R aaqe
THT A fF T 925 BN dATe AieATdT fa9d Sepepl Horaad=T
HiTH! TIPRA SR T HOIAH [Tog A &bl A9 FrHT
FH STGH ATehed TRTHMHET AT HAebl HEAT ITh ATaA THHT
TS ATHT T AT T b |

HET T ST AHNHT Sohews FATT TEhT TG YSE@ATHT dehgse]
fAusr SifgHeR #el qarses hexd RoH feedel a9 y&R g&da
TH T - AARD dhewdl Allcd AHRF HAFEEARD Hll
(TRATSR) Q9% AT R d A AT TehMAT I9 452 AT 3R
W (AAT AT TAT AT Teheeehl TolTebT Q9% JIqeTd) T 4T |
AR SAaeT HTIH THALh GU G0y AHIHT Sfebg & (31
YT A ST AHTCHT Aepatad) T farterar fHepe |
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Hevd ST ATATTRT AT ATT=E=hd I qehedTs ATaH
Hehaq dreiad ATHI It ‘Hid T ATdTeh @ | ad drar
AP I&Ad TR B - G9 195% H ATed qHRH A
AT T TR ATHIHRT a1 el @ 7 am |

froamae fAraer ol AT SAaEATHT EQTFHR] Aol
T AHDHT HABDI G ATNT ATIF ATeboTehl TATAT bl
AT AT T=T | Theeel R feediamar 9+ 9254 3| 9.% ¥
TF HOTETATS & e STl MO Aqer@d THa=al AAT ATiaA
FHIHT HABEER! TRIAT TEHT FATHl 30 FIJT |

FY 9 few #= aer e fagea 7

g% ¥ Al &repr TeaTe® HATRMRT WE geAdd grad |
oATATHT FHHAT IA g [ FIfew ded T averd
TG | T, bl BT ¥ SATSG WGH Atds T S | T T4
HITHATHT Fel HYF [FeaRIHT LH sfawad | S&l 6, IRAg
fesrd Sepept qd ToeR waH faemn favafaaramer g wha ww
farsTreTeT WIher TeRTH S ATHI T&dd ‘Ted Alg’ HIhd
e I I =TS arasig aiq IRTEd AR AEH
qHA Aehewl [Agad, TP T ITh STGH (979 Fepferepr faeirar
FHATEEAH TR TRATEE, T J&1d T B |

e q TR AT GRATHN SE@H foe ggiaany AaemeHT [rere
WREFR BN TH [qalaRe SHAITAEE SAMTIA HATHA T I
FEFHH! FTIRTCHA ATehal[Toe THIF FIEh JEide (el qTHeE
T3 S (agied YiquTes TR @A | GAT YARTHT Atqrere

[ 25 | fafeY /348




Uk TIh THTOIT TUHT AT (HgTdeils I9 TeblRel aaTd T Alhre,
foF FrTIaar Med AEr ATRT ¥ FEATEd g9l ATREE g
TAI=AT A (UEs SAifaH qReanT 9 YR grgr | A9id Il
HTXITHT AR [AUTIE® qAATcASE &A1 Al a3 Hi=rd @
ATRTA & SHebTd eS| IX HiX FIET safehel qeaTiad Sl Arere
¥ TR AT ATRATAe =] fadheq A T=AT T ATaeprer AT
QAT Zell AT F Gag | AT ATTFIT AThes AR
TSAfAHAT SIREH [oF =MEa a¥ ATl TSHAT 9 Al
siteH fa 3Td gra |
T qFg | oe; e ®u|r €30 @ g T faked (faeer
F') T Eq BAS UG T YO Fiaqerd qvra (ke @') Hell &
U AT WA qUTE F ARG ¢ A T, ATHET AUH b
Hrsarqare AR=rd €30 @@ T faeer faweq ‘@) ¥ #ia 9iq 2
FH T a1 59 A THA T L0 /Y0 Ifqerd FFdTaaT HUeh
faspe (faspeq @) W & UF AT AT qUE F AsTes ¢
TEq TPRFT GLAEEA F THRE FGHe® (e ?

gEde aRier Tt foresed AT JIa T JaaarTang
Hecd I THT TES | ATH A AT qFp AT WISET T
TATE TrSTIHT AT e TATH T, | TT Fafd THET T THIT
RTSTIAAT e THIRebT AT EHAT el ATea(Heh T AT [
7T AT fa et fAfaame sfae ARt a1 S| gfawe gt
T AT 9 @Y FET ga | %, AfT AFIEeT B Ay A e Ty
e 9 A7 T ST HET v | ITh ATRITA R FIROT Gle 8¥ AT
FTAT (ST, oo RHTETH, AT, Gag A1(G) T I=of TrAfHepardr

T et wifreer afedt HEmAT faeer ‘F SIS, A% €T HETHT G
faeFeT @ S |

2050 TS - TH R




TEdS, | St AXGRATAl AT /A el AHUHl AT
(FardremTer gereaT wfeddsr qffeafqar) sHewsr a1 wiEamars
& TP FIR g, | wfueh Siiaw faus FRO a9 qIaH g
TUHT ATk ATRTS AT AT H Hed TS T, | TEIAT: TS |
I<h SA@HeRT el FEATTAT UEATR! TORUTHRT JAATHT (b W
TG | A T LT FEATA YT Bl TehRHT Si@d F fefaa | ane
T9 fauaar =il Y d9d AVITEd A i A SRIATSS -
AR T ATF (AOIehl AfAATT mEeds Sifad fa
YAH EAEEH |
TEATE F U Fed THRPl FLAT (&, L) of fefaed | B
21 | fsht érwer qemTend w9 g e wfder = Sifew w7
&7l &7, BTl ¥ 7 A%, TeT I oA(hg TFael T Siqeraare
EYh HIAGUSHT [aiad THLTH! HRU (AR TUH B | T
ArEAE FEAEE AT AMGHI &AT faehel Fo9T Tgad |

I @R [UIAETH] A=9H Tedal YAl FHAEE ATRIHE
sfEar | wienrT fafed T SO GEa areEH T 98e S
I ATET ISSA [F IORIHl ARFAATAR IAI - FHAA -
Taitae fagr ¥ AT AT § | THRT FRO & 99 GHAT T
B foF I FET ST AAT ATEATH AT 3T Fel SATvae |
T dfg A faeqi & aer uee Sved 99 S A
AeSTHhE® Oid IAITed Hel Tl WaA | TR Bk & 65 99
SEl IS | ST T HRAHN AT B, TG ATATs Ao FoAATh
ST g A 9H G |
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FHRAART AT FAT [T &TAHT THRATATH AN AATART G,
fepifep srma=iftad aetRept ia ¥ faemare @t werel fHeRor afwees
T T AW FF q@d FH FF ST 75 ATAT o TAT HIRH!
F TGT T g T FRTPN GHAT Gl ATA TS Aleha |

TR HIAHHAT ATIT THARATS dTRel Fiaraieara Tieaeber
T 9 HXT q faaer wa fagraes, se ufkfaaee wee
ETguItatay, TreH AT faadeadd afed § fag iader o |
78 T, faseEdl ATHIE THEUAT gad | a9y, A Ardeed]
HreHATE SRl Wi faw iq ¥ fear afe 77 diemg 9= 99
| 27 | AMGH epad drded Jddrs SIRied W™y 9= a8l
fewerT B, STet faxirg &rehT TR T a=aTIhe&HIF ATSTH THTHAR
fag fesirel aratas gedTars re T4 ygradre Fasdr. a6d
TET AT TS Al T I a1 g7 oTg |

N

THAR AT T A7 (o Tl FHIO [qee@orHTRd 9 FaT
-1 ATATES (Heg T Wecaqul &g feie qig TR T3
7| &, foF Terd faedwurHTR Af EA NI SHERATIRe e
A SR IR T S s a@er T a1 T (fFafe
il q4-30 FUUT TEAT B AT Gl S) T TTAT ATHTAT
Atge gidwa 0.9 gfqerd famgafa o 4 giqerd fagasq gaaeT |

qY, ATEITAT TFHT AT & 81 9 Add Yahd 0.4 iqera
[a=g €31 U% Jash A1 Al g4 9 Jde 00 Tddh ATdd SaH
fefar ur U Afae giahaars gar aikfess | 78 T4, wfaw
gfqRed 0.9 gfderd fag €31 UF Jask | @l Sl A TJIqA
S, | TAATS ATl T - ‘AfqHide MSTheg’ |
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TR ATATF AMGH ATLATIAH FTAB FAAT T T ATAcab
SIfEH @eT T YFRF! AMgHes Jaap e 5 3rad araws |
T AGH! AT Al ATRIHE YAl HAT 2, ‘FATGIH [HIF’ |
FaTgTl W I3AT AU AT T aXETH Ul gfegd |
S T o9 farsr | FETRET ATHT eX dradl WIed T Al
TTel IRT FRTHT faT 7T Fod ITART WA ATH T |

A FATGT ¥ I AR (AT AHRAT & I, |
JCFICEF & FRUG IEIREd dfhg d3aHl e T
TG gl Tel faeeldor T qHTSArS gadh RIS TR T

T FSTEAT TTHEEH! TARA FATHATS (FATRT [ &7HT FHaregl

FIg el TS Feehl TS Afhrg | AT (FRTSTEATS sewara T &

faeped fobeT 2Te 9 I =XH Hecaeh! AIHEATHT STAHIeh] THor

frata St wfeq FFErT a9 g9 HigHT TEH G |
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SATAS TAAA AR AID a2 3
SN FAPITAa

1. ATAE HARTE

T
TATTeRT  STERTT  ATSTAT qdT Hitgep Hitq faamorar fa<ia
AIERATH! T, HEd ¥ WIATHSGAT 9ge TUH & | faaeaedr
AT 9290 F FTHSHG ¥ AUTAH] T 950 B EAAAE T8
Ul fair@eTor (Financialization) & fa<ira FaT yatesr qrameTs
TETH! B | Tgeddl! THT T faiaerores! faem ¥ gamd ar=aie ¥
fareaeaear e fefeT TURT B | FAYT SIHT Tl Al
ferstaT weerr fa<irar Frar forsht a9 afe fa=ir anerdrars a&r IaamT
T qIfeqUsr @ | I 005 HT AMIE HeTH! qeasTA@T fa<ir
AT ITHTRTHT (axiTd ATERATEHT FHIATE BTk Wva AT fawaT
T FAT ITEETHT faiT UEFAS GER gATSe ded Hia
FeaRiteed ®qy foa arferger & | Tureret qiear o & faera
TUHITT (R063/9¥-3099,/95) HT HUTS I Sebebl FJcadT faeira
AR ¥ RIemdET "HeE Saadr Aigig T T Sl
qUIIHAT YT T Sebebl qYT IUHIAeb o7 (AT R099-39)
Wl  Enhancing Financial Literacy and Financial Education
ofiear fafi= FrEFHeE T 9T | T8H HI=aearea®y e
T T ATSTHT (F R03IR-R) /7 qi faeirar Areran 7 feforad
farirr ArerRareT ATeHaTe faxia FHERTATSE! 967 9 T Iwolg
e fadfra arerare wrafaear U @ o1 HAHH TRl A
(R0 /99-2050/59) HT faxiid ATERATH! FHIB HRI o
TR ANTIET H AUH Jol@ T3 ST a8, b qor fairar g,

* 3u-fagetes, WUTer AT A
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FEHN] UIH THEIE AEITEwd] ehidAl [air qerdr afagig
T Feord TRTeRT foraT | Sfeaafiad T, Jarer 7eg Sepet foxirar
FTEARAT |IL@T, 0% T T ATERAr ARG, 209 ST Tk
B | TF AT (I FIERaT A=Al eI FTehT JUATedehl ==l g
THHT ATTHT TR e AT [TeTTo) TRTHT 3 |

Hifger Mfewr fairar Aremararardy saaen

AarerT faxirr AreRarer enrars T feErr Sy e
TAH FATT ShFT AT AU AT Aehbl T @TATEE BT |
TG GEHAAT Ahepl AMIF a¥ 0%% /90 FT Hitgeh At fafa=
THTIFT ik qAT TAAIRITHAT fadig Aerar afaatg 191 o
ST FHEALHEI, AT T A=A (qebrd gad T fafae
SAOAATIAF FAHT FoaTed T AT o areedret aqar
HAT ¥ HAT FEIHT AFIF TR e fadr drerar |iq
(National Financial Literacy Policy) duiHl TR FERT Jodd AT,
qfedl Udek [axra AT&Rareh! fauael SIiqid qataedr arael foar |
T, TRAT AT T ETAGEH g oA HUHT qTead | AT,
oamfdE ¥ 000/ H Hifge wfqwEr o AneRarawewn
SASAAHAS  FARHeEAS  HAYT qAT PAT  HIAHewal
JTROT AR AT Faam<ieT quTer T S AMATH FFHHEE
ool TR ool TRUHT AT | ool T BAHHATS T=aedr
f&s U g |

ATdF a9 2099 /93 F Wifgw Wiqar faxir ameRamEE=
I ST A FTERAT IO qoHT TR0 BT
g T famdiET AU g S, AERATEET AT, A
SASAATHAS FRAHH, AARAT T FAAT TaH FoARATg TATAHN]
TFATE ITANT MR a9 Feorg TRUeRT foait | ey Hifge i
g qar fade GeareEr I TEEEdTs qdd faxdier areRar
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IR GEAAAT Atgafg T #EEr ieaed e @y fade
TAXATHT HIAHATE HSATHl AW TIT ITART Tl THd 938
A qt Hifgs A dfea @ Foor@ wivuet foar | o i
Jool@ AUSHITSTHE faxiid ITeRar 0TG99 eTeresd 9iT aofar
qUT G |

wfqeF v R063/93 F Wifge FqaT FE@ATIROET AT
ATEAXATHT FHI Teehl AaWdl (G Tg= qa7 FHTELNE0 Taq
fa<iar drewar wfvwafy T FEAE S=a grataear fesd @@
Jool@ URT fqdT | GET Aifged Aifeqar saeroers o Jar
JIARTHT ATRT Greqres T, faxira Jaresr Urekaedl fed deq 1+
e faxirg FaTaefrFRor aersd Afted faxira drerar Aifd astar T
AN TR Feet@ TRTHT FT T TR FodATeAd T AT
forerr, uifafaes Qe qaT faamer TRET IHAAT G Aqrer
ATl e AT HHT AL TRISH AITT PR AT
I TUERATAT HEIe®T TH=aYT T Jool@ ITRUHT 947 | 4T
FI 3050 A qE TRTH B |

ATgF T 093/9¥ FI Hifgeh FTAT TAATIRIATS fa<ir
A T qar fadi FEreRiERT g s AU aRerRdrd
it faira AreRar Hifq Wiehd TUIe=a QIeaRd &1 S
FereaE ard faxfr arerarars fa<ia qurasfero afvgfy w
waeE wawr faguer faar | oafdew ad oWy /%t FOHifEE
FHTALTRRT UaH A ATeRar #hAATE god AATHEAT fag
T TG TRTHT fT | 31fdes ad R09%, /50 #T Hifgss fqar
'Financial Literacy Framework, 2022' ST e @rd fa<ia
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AERATH [audewdars faarda RIersl qreahadr FaveT I+
ETHH (I Hraad 1 GH=T A Teg Joot@ TS (94T | AT
o FAEE FATEITHT ATTH B |

i QreRaresT AT

forirr wmerar faxirr T Siferer dreer @remT fawor 21 1 o
TERATATS b (A =d1 T A9, & faxira frer, & aafhaa/
ariveaTiee e ar foad, ®d At a foad, wa e e, wd
AT @< FaeaTae f7elr ¥ hd SUSIhTe! fed deeror frer'sr
AE 9 At T | A AeRarer =R OERT AR TRl
T G FTANT T S, G, =T T FIeRET § FEIiead 3 |
ferrraT eateha /aiivanices ademer a1 faqes gg oA AT
HLAT T ATIIAEF AIMGU qTIT T Q0 Hl TR AATAREATS
TFHT AATTAT AT I@ISTHT G, | AT HETATs OECD F FH 000
F GEATALNG o AT AR [0 STACH T | Ifgea
TUEEHT q Wh TAET @roll T FA=mem aga U 3 | faeirr arerar
T THIATIE, TREdd T T [I90HT H¥eh g g qadcH®
faerr 27

fearcfrer aTeq=aTerT Ie5fH ¥ SR g O fawaens Araraen
EIAT <hH T4 g | i Rierars Aaqd &991 T559A TaH
TATEH! ®HT [ g | faxia s ¥ droars faxder arewarer
AT AFHT AT [Ageg A9 (A ATERATHT AT AITAHH]
foxira srEarRo qAR g faeam g | O, FERTcHE (a9
HIURON § AFel (qiT ATETHRT BbH] BAAT [geg | T AT,
forirar <o ar 5, faxir i ar #rere, fai aaaren T e
TERATS (aTd ATERATHT ATATH AT TRTHT 3 | faxirg e,
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AN, AAAT TN AT MG i qeE @ A o e
A ST SfTfaers ot et w0 forgeg | farcitr e, Fargara
¥ YU b SATchebl f9aTa o1 ARIATeATS (oiid ATRuTeRT 0T
fomr fveg | WhRIcA® [aeid AAGRTRT AHTEHT AIEHT e
A T A FATITHT A G | 999, o s A
AIEAXAT T FAEREATAR] TART FHTH TS, |

foirar ATERATHT Pl Juated

« Alliance for Financial Inclusion (AFl) & fa<ia T yrfatas
FedanTaT o greRar ®ue@r, 09R% (Financial Literacy
Framework, 2022) ¥ fodir @M&Rar WG, 09
(Financial Literacy Guidelines, 2023) ST WUl B | fa<i
Rremaraedr fata= fawaers fasmaaed<e aeahRAE aHed
USTHH [ahd HHa qTaeqd THET T G TRTH G |
AT 6 ool T &TTHT A9 ¥ fasrar arfaer Teehr Y ST
frars fadi aerareared aifas 9\ T arferHsare
TIHT Fehebl TTATGIHT AT TH T |

o FqY FF quT faxiy HXArenE ARATE @R ATHERE e
TN GTHITTS ORI bl THHATS TATTTLT AT
TArET 9= giaerd YEHare dfeedm q9r dHTigRd GHEIAS
Aterd T arfaw a9 faxig =dqAr Atwaig T fakiE areRar
] BAFHA FoaTad T (e ST TRTHT 3 |

o T Fehehl AN HARTATIT HATHEF qE (BET -9
FTIHH T fefaee fadia qerar #rwe =" g5 AT0H
T | dba fefied fai QreRdr ®ERAETRT T
TANT AEedl fefvfed faxia daes aar Raie eI
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R fefee faxirar warepemasr Sersr ardr fefaae
[l FRIARAT gAAH ST T IFAE To IUIEE AT
STAERT & q&T el B | A9 fefsed &l Sy I
e af el Fea TR G |

I bl AT AERAT Y= T Fevder fammdteT quer
e S, fadra arerar g qzae’ ¥ Yarer 9re fauas
T AT TR T AT JTATSCHT THA ATATS Tl
B | A, FE (A SaArHed fiaeedr e qaR a9
bl TIAZEHT ATATS TRUHT & | bl [HATAT &I
Circulars, Macro Economic Situation, Monetary Policies,

Annual News, Mirmire, Financial Inclusion Portal, Special
Publications, Career Notices, Government Securities, NRB
Annual Reports, Foreign Exchange Rate, Grievance Handling
or Gunaso Portal, FAQs, Research Papers and Working
Papers, Status Notices, Number of BFls and its Branches,
Study/Special Study Reports, Financial Status Papers, Acts/
rules/by-laws, Guidelines, Manuals, gl W&TeTH =T
fafa=1 fauges FRreRATar Aed Afhawd! [ TR
Sire {4 amuer

T Tifte eyt afafastaTe gamer THT AU A1 qrEdr et
JAFTEHT ATAE TRUSF T | HATH YA THT Al
AT, ®Id @ gars F=d T, ufaT el qErH FRER
T, fagerare fayuor qarser = ATHETE AT TSTS,
G AR qIT THATR T [eiiad ATl FANT T g
farerer = wifvgfg T @e af@usr @ | S Fer audfeer
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facirr arerar fawemr e dfafaiad dar 9w fatasane
IR 9f TN 92T |

o fafq= =rAaEE® o, AHEN, feiMed =R, w9 #Ts,
ufriae fatedr, wd fafedr qur e enfe fafafsr aefaer ¥
TS ASTATdeTH] AT SFehebl TTHINTF ToolTAHTRT fTafaa
EGHT TSI qIT FHROT T TTR |

o ST faera, JATRl Hew, AT T ATAATSIA Fhg T T
STAreR fa<ira =rqar Afvalg T OECD # ARIgaHItTH &
FYH! AT HieATHT 'Global Money Week' AATSH TRUEHT 3 |
THE TR GIqaaT JehTerd T 3 |

o Sl AT SUUTTHT 9 093 AT dfedr qed WeHT fafae
faoraept yfqergdrars aRafAgd 997 99 UaH faeaw T
AT ST Iiqagar, R0 <k THl G | Ih Fadgardr
RFRET Uaq feffed ¥=ar wreware faia aredrest
faasq  genem/ gare T, fefvew faxim  amewarars
Tt HehareR! A1 gadgq 19, fa<ira qrerar gadg9 1= e
ITHIT S ToAR ATTHERA GHET ¥ Gehrd T, faandi=
TATA AT Sk BTAHT AT ThT AT, faxirr qrearen
AR AT FA T A& (qTTEE FHICTHT B |

o  FUTST AT S AUTTH! (aiTT FaT ¥ JOTeATATs (S TaeATgoTaer]
HIAHATE oAbl TEoAT T T [qebrq Tah i afezedr
B | TITSAT AT A9 favad yiater faewrad fefsea faxim
fefStea faxirar & yareaw=4T Aifawa =&, fefded qaman
7 fefea faxia @remar gaegd 79 & Swar grataedarar
EH G |
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o Sepept fafa=T T, ST T faxig AqATHers AT TER
AR T AIHE aeh, [ddax, Jagad A GoaTd Al
ATTRT |

o foxirr AmeRaTerAd faxdia quERTAT dered wdeE Wt
Ter39 s Alliance For Financial Inclusion (AFI) =T faxirar
TIT gTialae TeanTar T Phatedaes a9 TRed 3
a9 99 F¥=aH1 United Nations Capital Development Fund
(UNCDF), International Finance Corporation (IFC) STt
foreTa AThAREEAT GERTIaHT e ATTH B |

T AT&TRATeRT ATTTHT Hrafaem
ferirar RTeqT UaH A1ean v AIAHe! [ TRrdr T FEpRET

SfeUeh! T 81 | AT 8¢k ARl ATFITHAT ¥ TRIBRB! [auT

a8 | %A Afthdls & (U Hiq faxr Idqr a1 99 =ews,

T FRT GULTF W AT AURAT TRl A RTer qed

AT Afard [T T8 g3 a9are RIaThl IHE dAFH &9 faq

e | Fadn, faxira arerar Rie ¥ faaer TaeRd ¥ arvhr faua

21 | U, ARG ATRMT T TGl Irad AaEaTai Sied

gar faxiry AreRarer fawa ameaTr, @, a0, W/ T A=A

Sifed TS | TAIHT, B¥F ANMTIATS IR WTAAT T ATTIT R AT

T @ afdia fad sEeaddr aifn fa fream geer

T ATATART I ATITF G |

fadir ATeRAre AlHadre A S99 e aqred "Hed
TGS | dY d@al HUSHTR, faxiree, nfas sarie 7
TR AITAR TATEGH R [&GAT TSR del ATRTHE! AEdar
FATT T AT eRdTR SUANT AR g9 ToH
I U B | AT ATERATR AR WIHAAATS Gl T TAd
foeiTa #RER AT F&H FASAITAT THeb ITANTATS Jarerl
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FATHT, FATAIAE YU T AT SIS 1 Ui ATl TS+, |
qad, fa<irg @nerdarers faxig gar fanr T fasaEer s
fergeeT | faiga=e 3 a9R ddaere Meireeurers gu fa 2
QTSR] Bk A& 9T YATATS HETH! WA AIF AGA T gal
AT aoRAET &3 TUH g | 799, faxirg arerarars. aiaadrg
WATR q9% FaA T ATCHMAR T8 [FhreIdh  Hisd
THIED, |

TATIBIOT T FETIRIUIhT IATARHT SGe Ukl ATIh T
AMAAATS gl FATgTd® AT Hixd g1 Joded IIGar HIT=HT
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HU TR, FIITS-92 FT HETHRITLATAH ALTAR] [ALATIAT 4T
ATANE IJCATEATRT ATATTHT AT ST FAATAATH]
FRUT ATART AITAHT AT U FHIT: AGLEH G | TSI
HUTHT qlgel HAHH! [aird e anaea (Financing Management
Liability) afg &= | Weaiive [ & TMeeed IAEAD Hia
%0 YIAAIFHE! HaTTATs  Glaareae  dg¥r  (Comfortable
Situation) Y&l AT df¥a® J=ad A I JqTelh] [qaHT ATdH
aird&d (Economic Indicators) &l HeHHT YO TTAATHRT ael
W a1 HAF HO 94l (Debt Trap) AT 99 FEATEAEHT &S, |
TITAH] AGTAH AT HIT BAATAR T8 G -

gl T qUAT (e HIH FId
F, | i [ o i e A
HIT T EERIS)

>
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fereeroror el SR feeAr @i HOr @= AR Al AT
el AR 94 S MGUT g |

IESE HIET JTAN I ATLATIAAT JMGUHT THLAT

U WRERA HADA g FFRI 3o TAhAdh &=

JrIAT HOT GRFATAT T, rAAeh T TFLATTAGEIAT AT,
FIAAT T FTAANT IR T, T TOTATATET TATF JTHI
qar graer fafgdrewor T ToEifa fquer g 1 9 A TR

HATITATET ITAH HAANT AqAFH TR HAEIT T G
HITHT TETTF THATEE MGUH B -
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AT AR HHT [HARITHT AR L TE,

T IINTF LT TACHTRT TATAT & AR,
O AT T AT ATl &,

FHUTHT AT JTATHEATIT &THT A=A T A,
gfqagarIT MRl el fad TEe,

AU GR=TAT T ITANT &T9aT FH &,
F3feTeR qgTehT fafraaey aftadw et aTfae FaeT 9ed,

AT I GR=ETATHT FTHITGFTT STA=TATRT FHT &

TR ¥ WM GRERA ATARE T GRATAT TH ATIITF
AT FHITFFIRAT T ATMERT (qGTeTAT ATIRHAT 0T
afeaTad T8q

R

TTSieh HU IRATAT T&T AT IS Sebed qAR TH THT
TTCTRTeRT FART ¥ g Sebebl Tifatass fa9mos dam a9 T
R [ /T gfe=erd 7,
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AEAAE IS ITANT I SAGLATIAATS TAEHR TS
SR

A HTESA b MR FFGHT AIATST GRI0T A,
FAERETT T 37 HARATTH ITFTR] TAE T FTaSITeh HOT
AT & | e HI FFITITA TIA b oAbl FTiew
AT WA HTEASIh HUHl ATALTDAT, HUEIATH] qiE=
a1 AT, ARIAE, HOT YT, AT @, AT TEe,
gfTohe ITi T T =[ThTeHT ATNT ATILAF TFIU SHATATH] aEATIH
TS, | TR AT TR HhTaes T&dd TRUH G

() FEASE HOGHERT T F(q qdT HTAAT a7 TLAT T,

(@) TR FIATHEATIT &7 T &7 LR T,

(1) T Tehl TXHRB! HO TREATAT T JTANT &HAT A3,

(¥) Hifger T T ATESATF HOT HAETITATH AT THAT FIIH
T,

(@ fguefrr 7 Fefre ot aET=ET fa9Tw SiTe fa,

(&) HAeAPh! U AT T HEAH T3 AT AR T
IcqTEAeIe &5 AT /A O qie=Ted T,

(@) S=A Yahd U g+, Jardar fqerd, Isnmer s, s

(W) A=A Ird IR, AAd Faem 3 Hard qae=ar
TR TATSH & I T |

(F) T THERE! F4TH FEEATATS AT ®qHT ARSI ForE
JUTETHT AT TRIST ¥ (G AIheRewdls  Iavardl

~

E )

(1) deRTe HUETE GSEMAd  ATAISTATRT Mgl gHay o
ATATSAT @S SaThael T IAardl adrs,
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M &qAT Frasiiae AT @+ (Debt Expenditure) T
Juedfed fqeeiaor T FrEH AT FAH G a1,
IERF! HO [qHga &THar faerd T AT JATETHT

AqTF TAT AT FHaAdE &HAT TSI, AT HUTH]
; c\r Eﬁ-’

qEstae  HWH!  fewaer  (Public Debt Sustainability)
TR AL, AT qT Frgeror T,

ATITSIAT AT AT (Listing) STUHT SATATSTATRT FEITE]
HAIT T YA e TR A FTES(d HIT qR=ra
T, HUH AR FH TCT (G sed Faemdq (Fiduciary
Risk Management) &1 SUHe® dadved T4 | W&, &

TTEl AT (ATF. 059 /5 - 05K /5%) P ATURUTTAAT
fafmars waadr d9ar 9§t @ awar Afagigaeaia
IUTe Tk TETIATR! TEurferdt T JUANT &Har Afadiy,
AT=AReE TAT ded HO IRATATATS ANTA-ATH  fTIeTToTeRT
HTATHT FFAT ATATSTATH] AT begl T, ATATSTAT GMETAT
TUHT ATATTATHT A ol (AT TR FTET AIAATCHE
FATRARIHT & qdT OHITH FHEST TRUH & | 9&qd
HTATATS AT, HEATHTAT @ o1, Al aofd qar
FRHAAT AT FAH g ATATHE GERAT AT &THT
QRT I =T |Igl ATSTATHT GHTET T,

FETIAT, AET aear=aww, {7/ faamedrer fageer STemR g,
T TS (AT TEHT TIHR) o REBR AT G=alh] THT
faaeor qa1 YT IEHT ATASATeh AL &THT JIANT
T s T,
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(F) FHT TERA AARE T AT A/ fog qagis=a Hrowr
STHRT FMEAT T TS IO 98 TR0 J&9T 97 T qaehl
gfsard FIUAT gXARU T Ahd ®IAT TCT  FTLITH
I I | AT, T dEd HEdl MEATHT e RS
HEAIFATAR T AHRA  IEATAT T G139 BT
SFTIT T,

() S T WME WERA ATE HOT GR=AT T ATa9TF

()  ATAE TR TREATAT F ATSTATHT ATNT A @ LA T
a1 FHA @ HHAT TRAT AR Aol [qidrsT &l HAHATT
T TSN &HT ST ATHAE! [qaRomdT T Iid T |

(F) ATESAE HOGEERT q AT F G SATERAT WO
qfe=TeT T SFRAT T,

() ATeSTTe HOT GR=TT Tal q9Te A debel TAR T THT
ATHTR! T T beg1d Tl Wit faeosr Ja1, 79 T
RTeT fg O 9= T IEeAT R a7 |

freper
AT SThTAT T I AT I AR (AT HT A6

T &1 | AASAF HOT AT TLHRATS oTe BTl T(Tehl

AT ATAAF T AP Tie=d TR AT AT Fiqeee JaTa

TTRT —ATH AR T STGHEBT ATATHT AT ep AT AT &AaTe

JATEHT AT TRATAT T F1F TEG, | T TR Afh, S q4T

TRaferg focira Tear qor JefiTe TER T ARifteT FeEs: 9,

faea e, sa=a=iftga HqgT #T T g faera % e fow

e |
050 FAR HATAH! AATIHT TATAH] AASAEF Fel AT

WA T334 A9 Whl B, 9 & Meed Iaed 4,369 AeHTah

TAATHT ¥ 9. R TIAT & AT, | ATA HIT (o1 &R AT
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frecaTfed TEET | T UASTT UTS[UAAST YRIRTE  AERATHT
TEHIl AATILAF T = AMGF dfg a1 qraTas gfqwd gre
g TTHT T Ie=erd T afae | BTt faAr Ren, @ree T
TS FT JAT AACATIH &FHT AT=AF G FTANT T HAifeTeh
AR TIAT TS ATTRI AT fEah o/Mle Fgq S 3faws; |
A=RIGT HGT HU ARMHI 1 qUHT AATAR] FTasiqe  HIT
STl YW FTqeTaasd T J&qu TWeHl T | AT faua qorere
AN S HH'PT BIAT WWH @ | AT Gras(qb WIS AAEd
AT IR T Wby ANTA-ATH (GIeTTUTeRT STIRAT FJeara-eie
HATATSAT T &S| q=rad T AT qfg, ISRl (o, T
IATFIT g &FAH GRATAd T Feb ATHT [GTHT HAFAT HO
feroraept ararea farsi=m g & |

SE R
o TYTAR! FfFYT, 063
o URdY FISHT (AT F.30% /88 - 3050/59)
e ifd® a9 R050/59 & T THFIA
o HIUF FAETT, J0WR /50
o oifde, faxia ¥ Hifgs &7 quawEE=d qeRra atafaer gfas
T, 30\
o HESME HI FGLIMTA UF, 06

o IFERHIT fad TETAYA UH, 309¥

*  Mohan, Rakesh, Growth with Financial Stability, Central Bank in
an Emerging Market, Oxford collected essays, Salvatore, Dominik
(2003), Microeconomics, Theory and Applications, New York,
Oxford University Press,

e Musgrave, Richard, Public Finance in Theory and Practice, MC
Graw-Hill, Kogakusa.

www.imf.org

www.wb.org.
www.nnrfc.gov.np
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20Telld

qTSTT TR

9. gesoffdr

TUTAR! WiaeTH, 09 HT FHTERTATAFE LT ¥ JTHRAT
R G AT AMGUHT B | AGATTAT ATRT aedr qar fawir
[T 9w (Sustainable Development Goals - SDG) 9T T
AT TRPRA FATAL ¥ &0 TaeprarAT Fesiraor T A qg=rm
QIR T Se fquat 3 |

TUTT I b UA, 045 AT FEAAT Taxira Farer
TEe dfalg ¥ Sfre T faxira émrepr Tanfaes w0 Sfee qan
[ JuTeaid FEaATeRure! fqeaaaadr Aiqdig = I qeied,
T AT FETH EATHT JUTATHRT [FbTe T4 Iooid 3 |

TTET TSR] ATLROMTAH AR, ATHINTF =18 ¥ qHIG
gifeerer @it faxfra draemg Seares ¥ s fasHrAT dwd
T AT qiEred, dARd a0 T FHEIH! ALRAIEI T
TERTHF [FTTATRT JUE AT Jagd T g=d Il
qUaTe faig AR T Jifd T AT ATIeTF
sfauar g |

foreira HTeeiTeTureT Afgigel TR fairar feaar ¥ Jarmere
FHIAATH] THRIHAE TATT q1eg, | faxirg garaefreores afagig
T faxirar e e 7 faxirr awdafaesr qua, I gard,
a1 gareqedl faaresr ggitad e, 9 arerar ¥ fasi
YATYTETR GREAT T ATIHR TEIATH] (AT [qogehl Ifera
T TH ATATF T3, |

* geraes [ETeh, qUTer T S
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fadi=a gonaeficRor ofifd
FRd Shel FaeFeT T [ FHTEHRT T a8
faoems a¥es amEavas® g |

REIENIRERIRI ]

FITHT RERSTEH deb T facirar Teares (fa<ira Fam garer)
F1 guteafqedr AreHare faxda darers e ¥ gagad
FATeHET Ay fefoea fadm dames  (Gfafadsr fa<i
HATE®) FI TSN, TANT T TEAH AT TAGATHE FIAHH

AT TR (A ATl Taadrs [UcHeE &9dT AT9arg
T |
fairar |rean

fadia qg=r@re atsaa d9ar daa 98 Tl Afh, a1,
THET T aFdTe dfed T fadir Rrar qar aeaareeaedr
FTIHH AT T | STAATATHAF AR S&T; T,
T, AT, TTATZE AT ATHI b FoATeAdTd FHRT T
fa<irar @merear wafiyafg = | faxfror Aneramawe=d fawgers
foremers qaT FersTepT qTETHAAT AT T |

forita yres RETW

forira uresel feder amin faxira Uredd Afaer FHR=a
T @Y fad FRERAT Mewdrs GHE, fAsger ¥
ATGIET FABREN ATATER JAR T |

fefsree gfafermn sy

fefsea fadia da1 qEaqay ¥ 989 ®qHT Foardd T
AT Saedes Afae TAURHT AT T@ree fadrg Jarars
fefsraatregsram e ard faxirar Farars gfafrdsr T aressr
FATSH AALIFATATAR falaeT FeHTITET FEhd T |
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T, AT TAT AYRIAT I /SATATR TIEA

EAE  AqHad e, q@er qar gfataer e,
JATE g FaATATE JATTHAl, AT e TET AR
AT AGIATS AEALTF HO JAT oo Tl g IERaATT
HRIATE AR TG ", AT JAT HAH /AR ATILE]
SN, SATIR TAT AAATIATE FeTH T qad AT |

ATATART, ATGEAAT SPS TAT Tl TFH FLTH SABEATET
forirr =

fafrr gmersfrer=orer wfvgfger @ifn ardraxe, afys qar
Tk TFd GEH Afhdidd  fadg darareer  [qaEe
ST A | FHTSTHRT F¥U q8 /TR ATHHAT aqAH
Freieer ol Farel 98T qATS qgr e o
JaTae dfoed JUHT AThells ARTd T [aigd FahAES
FATAT T |

feit T wRifeRar snfve faewra

FRTfpaAr T faur e fasra qar REr FATETRT AT
HAthel TRATAT T faT A faepras qases anad

foirar qataRe faera

fairar swTaefeReor, Arerar Aftvaig T, fefsiea qehmie
HATATS Tl T GIqAd JIT UEhTAT TATS TR AT
[airT YATIRTIH ST &HAT [a¥qR, ATATF HIAT, HATHS,
Aifqer T wifafas qarawer fasra T |
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frarea waan

faiTr e fod SReTorer! AT AT/ SiteddTe aaea®
qarg faerE, |ifd, U9, #M9, AFEeE ¥ e daeEr
T AT ITh AS[HT TRTHT UA /fHIHET qramT qu T
gifttera 9 9ge e ¥ quiaas que faee
T | Tepr it gfafrd=r fraraer T qufasreda s
it fam

TR X FEdrd

focira FHTEHEORl  ATTaigedT MiE  FRerarar  Aiq
freren, famer fepra, a=eprer qun fAsir &, g% qun fad
FATATS FERTT TR AT LT B T IR FATIATS
ATHINT T AHETH] AATATE ATIF TS |

TeATE, WEo, [areAwor q9r qearg"

ferciar FATee TR T ATHEGHT AU TATEh! (HaTHT HeATF AR
AT AEAS TATF g, TEATRI, faeeloor, Hqears
qT ITRRNAH T TATRafaATRl GiAie=dare AT geaaredd
HATS @TaTeh! faepra T |

FEIERC D
faira FamEefieor TOMIad T ThT AeTRl qHTAT T
farirar FATehT 981, ITANT T (VAR FF=IH] ATATIF TTH
FHET T |

forira FHTALHU FAFTIRITH! SITATATIAH UETHT 1
TS JATGhed ATTFNg T TSI FTeT T T AT
T T9TRT AMIF faepraarsg favir ¥ EwRifehar aars= GednT
TS, | AT GRFR, 417 oo, [qh ATHaAR, ATITThAT
T Aifq fwmamms ot qereeieRoe 3= gratdesar
SIS, |
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fadia aomaRimRor Iorehifd

Fald Aebel FAATA T (AT FHTIIMHBI  IUHITAT
TETIHT [qdTs THA ATFTF A, |
SEICHIRCRIRIE T

facirar Ug=rer =R YR fadii dares S g/ A,
FAl, AT, IS a9R qAT Tl &Tdls qHeS A AT
foirar Farer 9=, JUANT, [UIER T IUHTHRIT HEAUSTEIT
T HEcdqu TEvgr | A9 Hiiqsh Ade! TATHIT Ters+
T SATAEY YUTATATE THATARR a5 Hedl FTIca q9T THT
foeirar zofaes SO\ T Wed TS |

F=RIeT fad A (ATSUHRAN) o qIR 9RE Nepal
Financial Inclusion Report, 2023 #T fa<ira @HTarefaTest
GRWHT AUHT PPl [0 Ioor@ T | b GIqdaTAl
U] FIEF TAAGEITHN IS {0 FIALTel ATa=1i¥e faeir
a1 IUANT TRIEH, UL o9 gfqerder @ qur fadi
FLITAT GIAT e, GAUF aTd TTGS@THT AT HUS I3
T Sebebl @I ¥ 39 FT USIUH HiE ITeled Teehl Jooid
T T T, AYTART WY 3 T (e WY AT S qer
TairT |EATeH! ST T T, [axird Far ITHRT 9
AfgdT T qEUHT AFATT HHAM o} AT T 20 gfderd
TH G | el AT T qUTH TAGGRATH €0 Iqd T
TIH a6 JAF TAASETH YO Fiderdel I qar fa<ia
FETATAT GTAT TEh! I<h Fiqaede qE@TUeH! 3 |

TANT &3 qUF ATTSTH (a1 TARTH TeAFEEAT 93,95
qiTeTae ATl ITHW, S%.&¥ JAdel a=d, XAl Al
AFHTIT ITHU, 30.0% FlAeTdel ATHT FAT T ¥%.3¥ glasrd
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HI IYEIUHR] FART Wbl qIEUHRT B | TAd ITRUHE
. 0% YT aUFF TAASEIT = @Il AR TR
TSR & AT AT BT I T FAqT TAAGEATA

TN TR B |

oo

JUE TAGGRATH 5. %% Fiqerdel [Asiia dHT TR
TANT T B A %8s I(qerad Siad dHT ITehiues
TANT T B | AT T3 [delg Ik ATag@l HRIAT
g fepfamer faxia S a=rd g | a9k 9 .53
gfqeTd aa%F SAag@l ATHl ATGd  ATaeghdr QI T
afeaR qaT ATATATSHT F=d a1 HOTH AT 97 T8 B |

AHRRAT d2AT Jaildl

fo<irar 4T Jerdl AT SSATTH] HUHT [9&d¥ ¥ T3l addh de
T e S qan faxirr dwarer gufeta @ amafq aEeas
TATIHT AT, Fiod FRNTAF FAIe, BRUT & TN T Afaepiad
SR AT BRUTEl YTHIOT e fasirar arrept garaeft sufeafa &=
TbepT S | Traterepl farebrar qom we=ri faerdra fairr St faear
Sl@ EAHT HUH! IEwg, 9 YAITEars [dgard wRIERAT Mied
ST IATH e qeierd faxir Far faeqr T =
EH G |

focirar wifezrs afwafe o o Fameer 9=, ITAN T I[UIEIRAT
QARHT FA AR SIAT EH B | HE, IUR, AR,
TITAAIATART &TAH] [dhTE TeaTaF [adid &dl AT Thrl
fehTa &7 Faae | ATedtaes &Rl e faebrad faira faeamear afq
FATA TTHT T |
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A AT ATSH T a9 qAT TIH SFAT o Fareh! fasm ¥
faeqm I |

gfaferel S=aaH FARTHTRT fadia qarasiideores afatg T
AT AT TEHT TETHT T AThells A= A<
JUITATAT 3Telg. RIS |

FATATAROT, ATFHHAT AT b o5l &TH eAfch oAferd fadra
ATl faepra T |

A AN I I9Ah fercird et ferebran S faq |
forira wg=r T FHIATHOTRl qaTd AALATH qlE= T |
Tt fairar FeTaeiTeRurEF=dT FaEr T |

fefea faia qar
[t HRIERAT [agdTa qhTATHT ITHIUERT TART T AR
JUTATATS a3, Tqad, qrReell d97 Fafeqd aargerl AT

FARIMZT A FTATERT ATAFTT TG TSl GRPIX T TATT AT
bl SRTAT YU faebTaepT WTRT el Wifevra egaean
TRHT G | TRTHT TIT BgAle TA-00Y, T q9T Hegid
fafqaaree-300s, ARTHERRT #E W HTEAE YEH
T ATAIT ATT-309%,, TTRTAT JUITeAT FART&T0r Fa7 FareaerT
faframaTac, 209, SFATTTIIT FEATEH AT AT g Tehhd
FTSeT, STRTAIT YOIl eiRaTee FTere, fTae Tive west,
R09%, Nepal Payment System Development Strategy, 2014
FET He! BIAAN T AN el g |
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AT 2T gaildl

FFEITIT T FTHTHT FLETUT TR TATS ATAIUF S(GUHT |
Fariar BTRTETEeRT ATRT AT TOMTCATeRT STHROTHT ATTRT TR
yfafersT=r SifaweT T8 qfg TR B | TR AT e SR
FE Agd, aeell Tl RN W FISH TARTEE aud el
ATAeTF ANELH T HIIGUGH AATA Ied, [ddd qardRed qaied
JATERRI EHT FATEIT TH q9a, fefeed faxa arerarer
THTASNT A, PRIATHT TREIAT H1IH FgT T AR TOTATHT

HrARATIGAT BTAH T T TG &AHT THG AT & |

Ioreiifa

Q. fefSed fa<irar Famehr U=l TN SThTAT UMl TaTdRe
forebTar T JagAeTg TTed e faxira Famasiiwored afadtg
T |

3. T Rt YagT T SURUEEHT Mied SaH Ao
ATRT FATHHT T IRAART FTAATS 36 AT |

3. Regulatory Sandbox &I HTeHaTe SifawRled faedra SahrT
ATATS TG T |

33 Tl wmeman
fadira qg=rel smdfq geTe a1 faanasr a@ifn fArerar fau
ATITT ART G&Tehl Faeiieol, faxirg qrerar ¥ fa<d Jes o
SRl [AUTATs TS TergTa rfaua B, |
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fairr ATeRarsd dder AraHe® ewgd - A1 (Knowledge),
=deR (Behaviour) ¥ ®AMEM (Attitude) | fa9®r FFh
FRATST foxiTa TTERATHT FFET TATSS, | HUTe T SAehehl
AP AT (TN T T Baseline Survey T
Aftegeazar faxdar rerar We.) giqad argus & | faam
FIEARATRT A ATATHR! TIHT IZRT a1 T ¥ 9.3 gieqera,
foxia =gaer <34 ufdea ¥ fa<ir waEa w¥.q giaera
TEHT qISTH T |

feriier ATERATAT FerwaT A 9 AT JReTAT %Y gfaera
TS G A WIF JIMAT FATRT FH L3 e @ g |
¥\9 GiqeTd qUTH qRTHIRT ATaAEE FANT T ThIHT TR
fairr ATeRar a3 895 Wa9d &, [ Aleardl qaqrEr 9.y
gfeeTael ol &l |

fadiia AERATRl AT J9 &d [qaHs  (Hebae faia=
FTAHH T4 ATREH Bl | TUTeA IS bl 08 FATAAT ST
el faira @reRar = (Financial Literacy Framework,
2020) @T5 fa.§ 209R #AT s@EmElg® T Financial Literacy
Framework, 2022 ST &l @ | o6 qom faxig eemet
qfeeerar fadty site f&T faxfrr @rearar anfeeE, R0e) T@d
ST AR |

AT 2T goildl

fa=irar JATUTETHT ST, @9, Foll, Y, ATAT, a=d 997 faas T
R FATAISTET (A &bt Hgeaqul (oo aHce ATIRAT IULTh
[aehed BATE T STHAT [GFME T{I ATTYTHAT IEUH G |

fiar arerdreer @t fafv= #dhAes g=uraq ke amfq
ATRF  qIETAHHAT reRarare-dl faog a7 g
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A IS THAh Ted 9 ATIYTE S@URl G | faird S«
FgarEare fad darare afsad AHaEArs [add eAr FHTEeT
T 3e9T faxiig AeRaredl HIhAATE AoATdag T 99 Faredd
T AT ST g |

IoTefifa

1.

Y

Al FHEHT A faxira =rqar q9r yesd e qtqgig T
HERATIF AdAHA® Al (Knowledge Product) &1
fwTor 1 |

AAXATTE = ATATHAE HIAFHH Foarad T |

oo geRargeeredt  fawaerg  faurm 7 oSt
TSR HAT FHAL T |

ol TreRaraE= A, 0T, FEASAT JAT FERE
FATATAH] FATAHATHT AT/ AT T AR
A AR AR FAfHaT eramatas T8 S |

faiiar UTEe WRET qUT TR ATERW GAREETT

JUHIHT WA UA, 004 % JEATEATHT [OrEa<d a& q41
AT YT T FTAIRTHT G ATTBRET FTL0, qrelg
T, FUNTRTATS I Zebehl TAATHT ATNT AT eb FIHAR J&TT
TH, SUHRRIATE ga9ad aid AEmeda afqafd Iaded
TRISH ITHIHT IAREUEE] HAAI FALIT TRUH Fooid
T | STh UAHT JUARAT AT [aiq= 3% 97 Fa1 ITHERT
T aafem 9= afewifva wE ¥ guHETERTg  fad
HATAHT FHEL TRUH A qr9 71 faxig qamars o=
THT JUSHTHT Y& TaedT AUHT g |

faxirar Teesr TREAUTRr ANT FATA AT Abel fAAT UEHR
AT SR TS ATTH B | A AT e et faeir
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e FYET AT TATET ATEITIA FrAfare, 099 SR T
T | TE T TATST FAT AT GeATeTs (a9 ey
T T FEATHT JTeehebl AT FAATS THIT T AFRN AR
HAATSA qIeAqHd Taedl TWH G |

AT 2T ol
focirr wmerefreRorer @t foxfar @ faira e
A i HEcAqu @ &aT (A e ATl (99T
FAA T AMTF ATTPRATGAR] FTAH @Il IMGUH G |

IoTolifc

Q. UEF WAV JAT TATET FALATATH AT JTedh 3o U

fetor w11 =nfae sfaeraAteaerr Tx=mT faem T |
R AT JATFERET GEATHT JUARRTR] 98 Ted grR=d T |
3. fad ued fed @ReUETRN gnee™, g T fAee
¥, SYATHH] ATIRHT (HATHT ®IH] FA=matdes T |
Y. facirg o0 Feeer a9 fFameE ¥ quiaas s AR
T

% R ATORIT AR T |
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DG db TAZLART FGTDI
JaRsrRIAr

afeeT q@er
T
q3T ATfe FRERF Heaqul HIAH &l | a%q qar 441
Givefashl SRR T YT e ATTHT FTHT, ST SIATATTATER
gTaaTs HgThl ®IH] GANT AT | FAHH JAd: TSl HqGT
TATHT & | TAT, FGal Gididesl [qehd TaH FHATTAR A3
fafaes 89 <A ifqs wgrems fawaas w9 fasedim qgrer
TARTATS 9T Sire fad aifausr & | Tehredl a7, qesf ¥ qeierd
HIH, He41 Sehebl oNTA ~FHTHOTT WTNT foaqeliar |gT ercaw
Hecaqul gATd AT (99 7 T JTGRITTE I+HE Wl Iawg |
FAHTT TALTHT I qAh [qeArd HGTehl FEATAATERIAT
GIol, ALAAT AT ATEATH TRIEHT B | TH AT IcaTeiehl
HT FHNH AEd TR fasar sw dfadars e s |
TIfael SHICHT FIT S Hevdl Roaawe faaaa qgrhl "
T IHHThA FAFTIROA G T ThIATH AESIcleh] a<AT 52
qreeT T | afgedt TR RAeTve® &S 8% ‘§% O fhaee’
q T-HET TR TRIE A9 (A6AATs q HeAwH Fegd Aehol
ferdTor =ITETeRT &THT 84 ATTHT T | BTl [T99HT 99 FT HeAshel ATH
fa=Iciar 3T ToraTAT ATUH G 99 I $ied 430 T
Hehe® AT (Fea qgT SR Tkl AT deqa= qthar s
TRTSREHT S |

* geraes [ETeh, qUTeT AT Sk
9%0 fafiy /3ug




AT Aifqd  ®THT  FETST ACH GART &I HGT
ESH q9T =AMAUR HGTH AT T T SI@Hd Ewg | b
Sfebel HITS(T {31 HU AT ANTT 9 975 | A7 HaT HEaRIaAR
R R e R T T
ferereiTr JUITiTaT &UT=AR0T T qhTT IUTCTeTS FeaTal FarT T
FT TTEH, | JGBRO, A7 AqgRon faeaured faq ufafeq <t
BY ATUGN B | Uil GHIAAT HIWS-9¢ BT HETHRIS fqvaers
7 faerd SRERA® ITE TR AT | HETHIRIET SR HifaE
®YH] HGTH! JANT &1 FHAW g4 SGH T@ehlel agrarRa qdr

ATIHIT ATIR AT FAAT [FIAT FREARTE @ e (9T |
TAT, HATH FARITHT AT FIAT F b AHIT TAH FETAT T
T YANT I HARAT TEH GRS A GH IhAr el AT |
farercirar Wg1 SUah dfavg | Avaifted SSTRAT ags UG faadg
qaT FARTH, e maded a7 [Reidiid] FRIEARA HAHF
AT JUTATATE 5 78R TN AT THT HITIGTIATS (=07 T
U FFes Ifq a1 ey | AT PRErhAIh] G B

TP | TS, TATAATAT [T9FPT AT TABHT g1 Aehed
T WIAHATE g FRIAATS AAel BTV THT B | T SAGHATS
sftewa e favaet =g Swew Sifewied qar Waa F<51a §F
fefsied HgT RN A S@ TEHl Ihava |

~

TAFHT Frald Aehehl A0T FLIAW TRIAT, WA qqT
TETH RTAT JUTCHRT (G T Teh &7 | Tq1, Hegld cAehepl HTH,
Fed ¥ AR S A1 q9r faEe ka5 v g
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FATT I4g | T TEHAT deobel AIfeTd HITEXE ATaTHAT 2
FSARP] ANATAR fazeliar |1 ST T raieerd g |

TG T dbel A FHAA YA HIfGH ATcashl T
ST T RRTE HqgTeT At Wy § (e qg7 &1 9= G
AfFs | AAHH HGTIGTIATS Hg1d Sl [qAAT T T T
FRTSAT ATEHT (qehedel ®THT JANHT e+ A {dqeH HgT fawena
T AT | T HgTens i T del aTedaHs HETE Hedd!
Fhaf=raar Wa#r g7 |
JAAT TR B TWH 9 IfEwg | Haqd FHAAT BREEE ¥
FSIT A (AT 03T Ue g1 9~ W Tehl I SRauet g | Fhg
AT TZ TETge THITHT W31 & | DRl Mied @ne waw agarsi
T FE AT fAeft drrare wmr wfvear faerdr wET 8 A g
eI GiR=radrers & qfF e afesm TRE gAer a9
GRS FRER T fqF Sifad g4 Tdg | 79 fetaaasr fagda
3T faeaeardt ®9H1 ARl FE THE0 AT AfgdieT Heasmar
ag HIHTHT B | T, BT S e gTar 97 H50 bl
JoeT FMIA Ted gAT ATRTHIFT AT 99 & a9 HgEe g
PRIAATE Tl TAHHT TF | e o [aqad ATl qe
PRIl ST&dl ART T ATA(ARI SATIRHAT ATEIT AT (LT
BT MaA | PRErEE FRERE FRERET S qiewT Tga
I FRER T Aibeg 99 F1d d% fqGAT qITATE AR
e FRERFATH! T(ead S H F51T THAT BT TE, |
PRerpeiel grat sTéreeordr  faxir R TTeETader ey
PRIAATE T [GTaa ZaT T HGTeTS ATTHIT 4T Sebel A
HUT T TFATE TRA PREARATS (Mecaiied Tl B | Fiq 7
qTE, T FeR(qHT HETH TeAHT & SARTAGTAA FANTHATTE adf
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goTiad g Fagr | faxira wanfaer aur Hew g FeH e
i AP T9E | T AT favawr wfueier Fra dhee AT
fararciiar {gTeT TAFATIATHR AAT T I<h HGT AATARHT AT
FERT @l ATTE T |

TATAHT 9T Feg1a Sepel faedir HgTel Saedehar qfe=r e
forrciia /g1 qwTeAAT HAT TRIEH @ | HUTAR He 35 TR
AIHER AN fEHFT T A\ ¥ 9IRT g1 | A Aaheed o
fagda /g1 SR T AATARAT ATTHT S | ARAB b5 1T
S WA OTe Sepe qrged ®qHT T GEI T T AURT
HAGHHAT TAHT ®IAT AATANHT AT AAT AT TehT
B | AT YHE el da d% fefiew Hgr S T dgae
TEITIHT TWHT T | IR G376 AR q&d A 5 JIqeraT
fdR e B | fa9ua: AT qaaereTs T & IET AR
AT TAT ATIRA AAT T TP Tk SATIRBT AThTHTATS
AT e TATAA ATH Tzl {1 ST T 3FaeaT 3 |

YT A FRIAR TAT PR CATHT ST @ o AaHar
TEHT AT TEAT AT FRIEARATE (Aecaied T Feard o g
HGT YTl T Tod Ta afaws; | favd Shal TemsaTar
fareia WTeawaTe FRER T 99% AT9gedTdl fedar &ia 9%
giaeTd TEHN T UfSedl HAAT AT GSEN qg g9 TUH I |
TATETAT qHA 9 TEFH Il qfg TP AIAHT B0 o
EEGIRE ARSI CIRIE B E R e o Clte e o A

F51a A Pl wgr w=eran ubwa
w5 o fefaed wgrhl Tsuraw ubkar faferse gesfaer
AUHT TqATs AT TN THIH g7 | Hlaqad = 75T
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oo (i arere, Wiargar sfehg a1 grawna Afhgare & 9ol aeh
TR A | T fefiea Sfpeasaa o= |faar T FRER
T ATHTAT FESAATRT AT TSR] TIeT Tifatas afmar a1 | a4
IFRATHT Fae T a1 A= SbHT HUH! IET T3l UTEheh! @rdrere
T UTEhepl @IATHT TR T F1F T | 7afy, a1 ifas
qTH AT T A Hgr W e | feree wgn e
T Aebel ‘SAFTTHT TGN &l ST THT AAqH AT 2T,
STAATE UIaT HIaTgedl AT APl HIATSeTHT IS LT
TR FRIAR TET HEThT AT T Afehea; | T T3THT ATeeheb!
gl afe=m ST SHET T G, TAATS Fes [T SAebel fazeir
HITH! A aRTaReb] qhH! MTcadHd J&TT TKH 873 |

Fe51T o faedrr qeTer Fearad ubwar fastRRr aeer g
TEFEI=AT ATIRAT SATAHI, qRTAT qTAT ATH The ACT (HepraredT
afsraar qar fasia qgreT aedd fawarr #fea wH e |
HA: T H3TATs TANTHT ATIRHT BTAde HGT T [ HGTHT a0
TRt g, | fafae S o fadia Feare T arg g% qar faxdia
FEATH AT FRIARE] ARATHH HHAT TART T TT Erade
3T & 99 FE9dRu 97 Fa9iiesd e qdqr faHaea
AT AT G 9 73T o 731 &1 | TR qATar, Fesrd
S fasir HgTaTE AT ST 9T SRRTT TS e ST
(legal structure of claims) A&, THE T BTS(AS T A ARTHT
faraIToTe =g, | Tl FIAATSR I HeAHHT HGT ST T ATTATT
THFSTHT FH FFol TG, | BT AT SR
B BT bl A HEAEARATGRT T ¥wg AT PRI
TS el fTEHATT 99 ke FHAT W | AGEA, AT
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WWWW%WW%J%W

~

ol BIAdd @TdTehl (e el H ‘ld%ﬁl

FIT A (I AT ToaTerd URATHT AbT TR b
GIATAT a7 hTAT AT SRTarsiamaid &l HRIAR T
T FHA & | GIarHT AR Sararsiis=ia @rarardre HRIan
A AHTAT AT SFTATS AT TRTAT T F=IPT FAeTdT AT
YT IS, | TR AT, fa=eira {31 aTeshel SITaebT<T HeAsheh!
farereirr wgTehT =T e | Ik IbRATATS 99 geREEE af
qwg | ATEhehl AT SAFATHT AT ARET brgld siebepl
[RTAAT F==rea g abRaTars dwgidd (Ha=aor Jurel wideg 9+
SAFAHT ATATRT Tl T Tgieaars faebeared g (Distributed
System) 9= (¥ |

Fegr o fagia wgTeET wTEEEE

AAANAT AT TADH AITAATATG FPRICHE TATT T
sfavg | FdWE AHIET fAeaHT WA EX WURT FRTST ATdeR
forheaehl ®TAT TWHN (AT HIThT GbRIcHS T&T A-hl TEh!
YT TesTal o &7 | Tgal gaar tatger! fawra tay faxdia
qTeR TSI A6 TG (AT T ATBAATIHT TG8 ST
afaws | i 9gT TaNTeRdiel A9E srea ¥ 34 eerg T =Anay
AT PR EH] ATHAT T T4 | Hehehl THY ST FOTCATHae
T faemas S@ T T | B dwars FEST A g
AT e | Feb ()BT ARTAGHT A TR ST, | e Brear
FIITRT TGEl FANT qUEST fqedepr wafubier dera Seb, HewAT
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Hgger oo sifgwery fadw &9q A g5 AE 3 |
HGT ST T ATMNTIHRT B | FITTT HeAbebT Hegia Sebel o (o=
HITH A6 TARTEHT TGP B, SIE] ABHE | Al TAY
faeprarer @it enfdsr Tanigcd, fa<ig wfaca d9r 90 &g
B WPl FAT HGIIRATATS (AT T AGTAATs Fedl[eld
ToRA FME TTST FT Aebeee] [T HGTAK g &I
HAIAT AT TRIEHT G |

F1T g famaa 7T "3 T (Money Multiplier) T
FGAT THT HLd e | TAA AIGF ATIRFT FAAT GRFqH T
HGT UIHATS TAS GHIT UL | BT S (qGAT HIT AAR
FIT bl A & | T ifdqe HIT q9r g eoTdwr Fer
ARTATS FITRATTT T qFg | Frg1d dep [Agara WgTel aarae q4r
qUATS GERATHT (H9R €3, 9 HgT TUThH] TATITE aars+ T
IS Tas, | i ATl AT ol faen qar &= S
TFSATTRT ATTITHATATS THTATSTT ITHET ATNT Feg1d oo g
HGTer HGT 0Tk qAT THT AT HGT ATIfTbl TIqefTerdrers
TFRIAF A TGS, | THIH FHA, Fazeiiar qgTer Sehrer qomer
e e e TEE

FST g fggar HgTer  dfafatadr T aReRiarsrer
TSIl RO THA TFI TSI TAT ATTFATl R ATHATTHT
fa<iar amTaTs fecaTfed 9 Hed Te@ | 99 HGTAIhd TTH
FRIEAREE WD TaH TFR-YF sF=A’ a1 @IATHT T T
P HGT JaATE 2AqTh TR (IR e el gwg | AT 9ieshd
Tad IR faeToarer et 9TEIeReuHT Ferne SAfhers HIRATE T
TIRTAT TS Hed 4@ | AT, TIEIAH] HgTel (q979 Fepfasepr

Q%% Y /348



U] AT BRISREB] ATHT TTebebl Eo | THH HFAEGRT GITH
TR FRIERebT ATATT T&TT T AT &Il T [afa= qradres
T TRUHT g7, T &l Fad B T TTEehebl Te=T T aH
T FEsl g1 S | TGH GIAA le= THTH ekl al I
FHP FRIARATS Ab! (a0 ARG gAAE AT |

F51T I faedr HgreT Aremwe g FRER T qEw
g8 | A AN FATERRY T FHY ARl TRl &
Afafgar wed TEg | fava Seel TR U AAIHATaR favaHr
foroor SyeTER! AR &R €3 YT WRl @ A A0 qrEATeAr

AAFERHT AT AT R AGAHT ¥ 4 a9 TEhl g | Hiaad
W\DQ W\ c‘l?ﬁ'ﬁ_cﬁ a?_ HLN NN g a Q ﬁ

HIAHGRT A0 S9aTe g7 Tl G | Feg1d e faeia qgret fay
HUT qTRTHIRT AT ~HRR0T T AT qRTHTHT g feaTawirg
fRTeROT 9 IHT HEd RS |

F51a I faad AaTel B S, IWER 9T faiae aReEr
ATATEEa o ATEd(deh TIHT BITeh! TR T JURA TqA {ad
T Hifger Nfadre q@=g AW T gHT HEd 6w | qAlq qr
TS AR TUTATATS FA TGN AHRGRT AT TIRTRT FeATITHIT
FIIFHHATE FTATEAT TH GHA <o TEG | Fegrd edep (=i qgret
AT FREARF] AAIE THIH TATS ARBRATATATS F&TT T
HED TG | JFATE AIAABT oA giRfeatqaaey fifq fawmor
T iy | g9y, faq Wifa qar Aifge e qfvatera e

(Y

FTATGATATET (IRl F TH I Fe ol 573 |

AAAH FrEHHAT T FITH BT

~ N c [« N O . = N

ATAH] AGTAAS Hrgld b [qgATT HGTH TARTAE JeAE T
AT TTHT BT [F TF, | 7T AT Sebel TAT AITHT TS
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TAT AT T FIIAT ATMF At 29aT G THI 8w, | A
Ui HAATGRIAT AEebl A TS, Al =AAT FA ATATHT TEeble
T g RIET TaR AT 9 AT T | A, AU AT ShATS
Afah Ald @A ARTdHl 99 9R ded WIeedl g | 40,
FSIT SF (AT AR FARTS Ad BT AN GebRT IS
v, | Tl T I[STHT HY T TH Hgd T4 |

T STETHR0T UaH ATqgaTal (hATHeTad faird aumiereaia,
ufaan Gfafthe 0 (APG), of AT R TREE Tearsy e
U B, | AT FebIRel AT bl T & FRTSAT ATdehl ]
TR FH AGTHIH] SMGH T AT | [FgATd ARl TS
T9 GHRE! FEl o 75 T Afbeg | TReefl sdae e

%

THA TaT [ag | TAHT ATqTh, TSRTEF TGT AR HET feered]
TIHT & [aTTT ATHATEHT AT=ATE HIETHBT FIRT T Hed
TEE, | AT, B oAb fART Wl HAHHT BT YO Fiqarcer]

(aY N

ERTERTHT TE I qATT=R &\Hdlé A=Y ST BUT=AR I

AN Tag, | T, THI AT YUTATR] AATH GARAT THA
JRTEE TATSE | FHIHT, JATAT [ HgTehl JarTene o
AT AT T FIAH s THT Higeh SqhT TR TIAATE
qf FEATHIT T HEd T |

AT FATH

I A kel ATAE AT 005 /9 HT Hifgeh AT
Fgr S faedra wgTeRr qEATedn serad ytRar onfe aered
T oo T FaT | T et ader difge Aifaer aRa faede
HGTEFT TRUH] AATTH] ATARHAT ATALAF FA ML T3
FITATS TTATHBATHT TG B | AITTHT G PR Teh=iTaT o7y
g SifEH Fed qure AT Feper Ao faRpdr wam Sy e
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HAAT F AN TSN &1 | TFPl AT Fg FA TITIAT T
TE TAH ATHAT STALTR AT TRATATHTR T (ARSI ®TAT AT
FAERT IORAT STE FRTEURl B | AU AT b R
Ol FAMTA=iia Tl #5d d% ‘SR o% a7
HETAE@TTHT TITOAT AU & | TH HEWT@rel oAl H1d b
forrcira WgTaFa=dT FATEArel AT AT AT T aTaed
qIUHT B | HETTETRl G907 qeqa= gfqaeaaan faeaar &=
S AU HET YEAHHT ATUHT 99 HEARHET ATIHT Hedd
HET TART 7% ATTHT B | g1 Aeb faeeiiar HGTa Aa= TTH
YIS Heldhe® (ddl [aediT HgIdh 5 7@ el S&d Al |
TITART TRETHT ATANE AT AT AR TOTCATFawel AT
T Foet@ TRTHT T | TG, ey fa<irg qareaefreeeer ety
T A IE Red (a2 73T ITAh g qehld Jidaadr
feguar o |

TATT AT Sk U, 045 F ATER AU I Aol R
fafT TepT ATIRHAT TET Fad, T&TH TAT 3& THTAT Tl HIAH
T THT HABH HeA T, aed 6 w@naed 7 fade am
T BTIH T T Foed@ TR B | HABR! TGk HAATIH
TR Hifge FqehT AR IS T3¢ AT R [aaeird HgTehT
UA, 045 of fHfase e 3eed afegicerr @i e faedmr war

AR IS AT F(qAaAD TR G |
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HAFHT faig 989 9@ HAA Wbl & | g9 09% /9 A,

MAP Finscope @ TRl ALAAATAR, HeAhehl el STAHSEATH

AN}

FEF £ FATT TATF ATGEET (45 FUFET AT IJHAT ATHD) o

sroenfe fadira T gerae (FSP) ae =IAdH Ugel fa<ig dar
TIANT T TR Il B | T TATFA AT [avTeqebl JA-rHT

AT faxira qe=rel faeare fq d/F Hr AT FeE g |
7g fddd, #ad 9o gfqed 99 SH9sen  dueid
T (i FarTar aife Whl Foo@ TRHT P | TGE,
AIT HIEATTIA Traeqold [RArd, 033 &l AR AIAH Fe
TAISEATHE HT 9. 3 TAAGEATH I @IATHT TS ehlaad
I@ B | T TRHH, AWHI GHIAT [ G8=al R A%
FRTTpeT g Sfavg | A9l (ebe Aiasad &5 o faaara wgre
HIIRUT AN TH TS g SQTS |

<A

FeSTd Feh (ITTT qgT AN Tl AT AT Fiaferss qar
FIAAT TATIR (AAIT T ATGLTF 3 | A% 90T Fel ATFel o
EUHT AER & AT 7 G | AT yatuerr fasrasr wfd @es T
AT FET Tiafees R & FHAAT 7 S | Uigedl auaar fasea
FRIAR T AT TATTEAT AT AIAR Shavg | TABHT Ak g
foreiTr &l =g HIER AURT TIH F=AAT FiTbl T4 SRS
aiiferd g ATl Teehl SAAS@Thl dged @ | BRIl Halehl JANT
T es A THagel IH Afde F B | %l feafaur g
FEYIH T faxiia q8=el IR dErST ATaedAF Few ARATE, |
T AT, [ai AR ATqatg T faxird THTEeehoTe! aTa=T
TRTSTehT ATNT TUTA I e TATART |
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ST FATAT ST ST GRET 2T | TR FHAR STl HIGRT
STHATHT R Afhg FE TAT eAMFSH SMGH T 9 AHAH q0
AT faxira vaH fefsea Aarer STHageITsd! HHT ehidl AT
ST T FeATaeT A e g | awar s, e aameEre
FRIEAR T&I ST AT g (hiaHb! F=ar HAE 3R gq
AATF G, |

Fe51d S fada ARl IR AT qUILATT ALTTHHAT
e faf=T TRIRETdATe WIS HETehl T =T 731 ales
T o SEgAaHd 3t TWH T | T RO, Sb qoar A
G ATAATTHT FFRTHE AT TAHF GRAEAT A TUZ S
qUepTeT seb qAT faxiTT GATT (HETT q9T 1T TaTedqHd qTad w&r
SATSEIHT THA IARTGE AT TF3, | TN, TUTA A S T
fepfarsept ST 907 ®IHT WHER @ Aa9asE Jia, Hawer
=T FATAT HERT @fds AT o |

JIEER

FIT dF famca 7gT AWTHT AR ATEeARAT BT | dedl
gtafeeer faera AW FHAMEAR Aargd fafwer FEE =T
Aifqerepl g oo {gT TR Iererarars fae e T
ATURT @ | TARTRATH TEoTdl TaH Fea §F (T) Pl AT
SIATEOT T A G AT Wecdqu Tedl g aH fave
T TG AGIRUTAR I b T6T Alhes | Heara debel ST T
ferereiTar HgTehT T BT AT g U Td JehTRehl HGTeATS
FRTAT HGTHT AHTF EETTHT AT AfFes; |
¥ et WA a¥iieReer TRueT gve | fafaeT S e faxia geare
A ok T AT GEATET ATTAT FBRIAREBT ARATHET FHAT

2050 AT - TH 1%



TFar A mT JATSTehT AT YART T HgT Red wgr & | e
S faeda AgTATE ARl AT 9T SR TS AET STERHAT
(legal structure of claims) &, TTHE T TGS T A ARTHT
fawre wiveg | = % faeria waTen FsareT atRaTer e
qHT TAH] GIATHT AT HAAT AT Sararsiiarmaiad el
FRIAR Foarad T4 FHd &l |

F1T e faada 7T "3 T (Money Multiplier) @7
FGHT THT Wed MG | AT HI(Gk AR AL=AT G Ty
HGT TUThATE YT THTE UGS | i S (qeeird HgTel TanTer
e Il ANTAaTe THT GehRT I3 diheg, | TTd, oA AT
JUITATehl FEAAT FARHAT FHA AR TATSS | FHIAT, TITAHT
farercirar Hgret waTTaTe faxir qor i Tfae #rE e THY
Hifgep THT AR Fa=rarg i FEATHT T Hed T3, |

fadfrr qfegeae =T THET ANT b dF  fawcia
HAGTATE WUl FqadaEl &SI TR G | AT GF fagand
HITH! hd FAIIAR AT AT FFfegd qrgay GRem aar
AT ATAATHT FATAATS ATELTHIIaE = T a9 3 |
T FFgRTArs Fgnefy AN T FErE dF A 99 g
TFERATAT TGHT AHIAT T@ISTI ATFLIHAT B, |

e A

o FTH % fefTed AT HATIRUT. FUTer AT T AR |

e THifgh Hfd 005,/9], 09 /50 T R050/5q, TI AL
o |

* Central Bank Digital Currency (CBDC): Identifying

appropriate policy goals and design for Nepal, Nepal
Rastra Bank.

9% fAfHY /399



J0BdDI YSAAT ddd dal dboll
Aol T3t

AR dreRe ql
1 Tt
foshm Fad 09 ATTAT TATAHT FlTATT AT U TqTTHT
FIHUAATH AR & U FATSURT I Ja9THE TUSeh JaoT
TACHTT ITSTATATRT BTAT (HAFTHT T 87 | TR 9% %% qiaerd
J-9RT ANTEHT T JITHT A Y, A TGS T T65H |
7Y T, A JITAT A (G GEARTF 0,895 T FRF & gfeqerd
IERAT ekl B | TH FEURl L T ST MR @
TEHT B | AT TATS FATATHT ATAR AMGH T0 09 /50 /T
I9TRT el TMERd FCATGTHT TUehT FEUThT ARTETT AT FeTerd g |

foirr & daeTshl U3el Hecaqu A5l EIAT Ehl &7 |
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T T Sebel 093 ATTHT el TayTor Yre T TRufeaTen
FAT AT AT Gaa’ fawaed g afErar gt g fager
ATET W3 FIGeTT WU AR, 3.4 GiqeTd i e SUEnT ?
2 @ yfqerd TpH RTe/ @ eeHT AN WURT I@ITH G | T,
A gfqera ArEtsTes ®1d, o 9iqed g=d T 9.9 Ia9rd TEH
SCATETHAF FTIHT AT TUHT AATTH! 6T T | 7, § ufaan
HISUSHAA F 03 AT INH T AAITATAR faqwor qreq T
RARHE 59 T TXAT ATTHT AT (6T STARTHT @ TaSH |
STARTHT @< TUH a@=g | 90 8al [qyu Araars gsi o,
ATl JeATEd Afdlg T AT fasi=TaT TN T qlFTHr S |
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TGl T fa3eAr HH T S 9T g HAEHeH aw T
faqeT afvad g7 | IEEd! diedl S T URERE AR
AEFLIHAT GRA(T TH T ATHFT FHTZATS 39T S FHAAT (ATH
T AHT 7 &g | TAATE ATATHIGH S Afebad | @ry, foreran
U T AT T STAeTh MHIOTAT TETET TR e ITed
qfeheg | TAfT TAT GATHT ATHFe® TaRTeE IASRIHT TEH T et
N¥-e1¥ 9T i gT qoir FTor ¥ afeasr arere Aremirer
T G FRAEAT 91 3ffeh fa=mei g |

% fayouremrs Soareiier e aikeEreeEr M T yaaes
FIeoT el SAl feedn SUERTHT @ 95 JCATeAHdE &
THATS ITANT 9 AIPUA I [q97 arH1 ageig § T899 g |
JqeT (e 75 gerane fafaer Mfaed, FRama ¥ ST garaes
qUHT A | fAIT0T AT AT IR TR AFATE ATANE
ITAEA ATalg T FREHAT AR A, AIRTE TSR A,
qTafeed ASTAT T T AT TR T TRUHE JATIATS

[WHATHITTH Ioorg T Afehes;

(%) AUTAD] FAETH, 00X : IATTIHRT HH TAT ASEREFAT
giatd ¥ AAHaArs EHT IATEAHAF &TAT TS H JTedTed
T Hifq TR TWE F

@ RF Jew ADfq, jo%s : fadmuEr wEdE fawE ¥
O T TRUHT S
o FIRTE AR FIAAR! HAHATE TUTel FHIRATS (9

9THT AT YA TR, Faredd ¥ Iaareeliia &=
ITANT T Srg fages |
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°  ATHYUS TG &7 qAT ANCA GTATHGATHT ATATSTATHT
FRTT IASTRAT TEhT AT YR AT T AT

o9 =gg=ar tHaTge |

o (AU AfTFHTH SUANTHT FrIGHT ATAT / AT
MR |
o TIUTUETE AW EFAHT AT T AR BTHIRATS 21T
ISTRAT TR AATATd ATHT THITAD] [Tl (AT
TSIUH THHAT T AR g9 [ arsd T ATHEITH
[T T4 WHEE qAEgR FATET FAHA TSATATR
AT A, |
TR ATTh STH AITAT AR AR ATLITITATE
YAEIFRT TATGT ¥ AIRTH  ASRIRATRT T g gy
A qAT GOArs G0 T SCRAHAE ATHT AR AT
ATTITER AT FHT T THAATR FATTRaHT I
FefiTeR ASNIR THT FIHTa s =T TRUH! & | 9, TeRTH
ASREFT Al /AR B! FATEITATS TATAHR TATIT
S |

(M) e WA (ATAR0VE /09 - J050/aq) : fauwor sreTs
IcATaAefTe ST ITANT T A7 ATfde Fig T AR AR
ATIGHT FEART TATI Ih ATSATH A& G A (dTTTeH]
Afgerad F=rd T FeareAeTe AT AT ghg T LT AT
AT I G |
JoAT FEITTT HALT TR JAGATHE T HAATHAR HII T |
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FTAAIT

fagoor TS gEd dUT ANIHTAT BRI ST a9
ATHRIRIET SFES qeard TS |
faeoT TR IeqTeeiTe SFAT AT garsd fauwer aee’wl
TATERTT AT A |
farreror Far gaTaes S AT fair =T ¥ 9T FRIAR LA
I FEhd TR [aUuuers  JcAEAed  SFAT IIANT
T, |
faueor o gt 9 yivarataa gaaefedr fae #reh
BECIECRIteEN

fguor ATIAE IATEAHAE AAHT GEATAT T FaHHAT
T AT (095 /99 - 0z0/5q) w7 ufq fafaer Fifama
T TRUHT fEy | R AT (059 /5% -R08Y /5%) o
FITAAT, FAGERT, gty Fagefierdr ¥ arcafayaradrg
SCITEAHe &I AT Gfearerd T IO fqgus & |

(&) TRRTH AR T=AYT : GaATEl HTHBATS Aerd Te GIhRe

AqIIF 99 0%% /%9 3G FefTE TR THar’ ey T
AR B | TATIAATRA [T I S T AqATS [qb1d
fHTOTHT ST T SEART AT AT AT ATATaRl T |
7y AgaTe Afsgd aRAdr enad g THdl 9 | aaadr
Y UdH TN TAAYT [ASRET ATqbEl 3 | AT AFHAT .94
AT UG BRI YUY ATEERIERH] TAAYT (ShTET TUHHAT THAT
T.\9% FRIS 3 AT G Rl TUHT 3favs | [ Fe Ashrtad
THHPT ¥.20 FiqeTd AT 2T |

(@ fUdITHT  ARETUEFEl  sgEer ;. [Afg™ FEIIERT

ferdrrert wrafaer frepramrar 9o gfqera ster F3fere s
TEH ATHFATE ARTEAT THIH HAITATE 09, Fifdehara
FATEATHAT TR T, | THATE [TIT0T ATHRT FeT HTATS (AT~
SCATEAHAE ARATSTATHT AR=ATAT T HZd bl 3w, |
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(@) Wefaaaqut wot qhaar ;. GRRTE ASEIRET HEAT wfaw
fargerar eTeter ekt goi, A, A0 ¥ gfafrars seaefraar
ATeg T eI €90 AT AT ARHA e A AgATTI0N
HAT JUAH TRTSH FFIT TRUR | AGATE IIH T A6
gfapedr M o I aitaar Hecaqul dar 9 SaeT
TR F |

(@) ATAIR SATSTAFET AL : ATIF a0 095 /98 & Hilgw
TR T FUTeT I Sfehet SAfehg YUTEETE T g fagwr 2
FH S qAT faxiTa FRATHT TTHAT TRHT FATH U Fiqerd favg
a9 T TS fagT SERAT T G | A [ATTOATE AT
HIAHATE (AT FEdRT Gl T B |, a0 smaepr a=rae
e 9 dicdred TRl B | I g=adare [ umerar
AEITF AT (ol 875 T AqATs ICAGATAS &TAH] AT
T i, |

(37) T BTG AT ¢ TATTIT FJeATeAH! AT Fwreg
ATATSTATR! gfe=e, fafor,  g=araq ¥ Faedqmg=el A
TERA 09 AAHT W BEST [AfAde’ T WA B |
ISRIHT TUHT ATHbRT AT Fd FRT Goirebl 2 gfqerd
TR T Yo HaedT B, | T el FrAra el AeArade
¥ Taear @ Adtagd AT HHomda e g e |

(+F) RTFEATH I7e'®H TRFETTT : 050 FHAS R T ATHATH!
TALATHT TG faeii & F=oreqery TH=ad TIATTH TSebel
FqEA qUS AT A ATAYTF FAASTAT TAR T (A0
THA THT B | TGH] HATETT ATHT ARl (TTTT ATTATS
It faTor T Searaeefier ST A T wTdes gagT T
afersg |
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B, IARARNA SFHT fHIw ITARTET JUIEE
Faeorer TIqAT 919 THE THHT ITART FARTHT 4R 78w |

JYHRTET 6T STge SAfaT ATATT TG M5 IS AR ST =g

I AT T | FAuooraTda aTe g AT AT ot

frarorerr fafea dicames 79 smaeaeE @ | faywvers SarEaaas

EAHT AT 8QT AHATe ATKE ICAEd Jag T AT s

q% Y JAITHA] ERICHE JIE 94 qfges, | faueer e

FAaTeTe ITANTRT A T Fel AT T FETT FATE TSR

fafae deame 9o amafq & yam gt sfausr ga |
Tel aiRwTOTHT AU ArgEte g favadr 8Y HAsHr J9dre

ICAGAHAF &A= e fafeq ‘efieifmes faw@ aue

FTATAITAT ATRTHT B | AIAHT 90 faueorer  geame-eiie

STANTHET M WHFRA  qET®  Aiard dg&aRar  faqa

awg | FFHT AT F=HE AT T HBTATA AATHATE TR

TeaTSs (M aHifer® TaHae Juraafedes! e JaeT T{aw

ATFITHAT S,

o U ITIATE JATEA EHT URR=Ted TR e Seeaw
IfTRe aTfae &+ [Tl TRTHIhT qFATeT STl qfe=e T |
T ST AR AN ATT FHEATS ATAITd T ¥ i
TTATHAS FTAHHET Tagd T |

o T qEUThd AefiTeh AT Febehl HTHebRT T TAR
T | faerer fargerar efaer e s, G, #rerer T ufafy st
Traifere fagaorars Samefierar faeraar ITART 9 ATa9Td
Foe fag 9 | GERE dhdle gg[aadqu &el e
IqAe RIS |

o TIYTU ATIEME B, AT TAT HIRIAT SAHHAT AT T
fafe sifqafea T | e i Tsger akee aravaw
AT ¥ Aefeaad sAarsieea T faxi ard 99 T Fawdn fHears |

923 AT /349



I AR TATTTEHT ATIRT T THATE FTe g ATHATE
garer Atqe T faaer abaa afarer e gagd T
Ih FEHHH! [GIHE FAATdTs FHCAT qUe’ AT STAART
JUE'HT TETHT GRATSA I |

Safagd ¥ a faera q@emREr @ ydagT g
Afaerr FATITHT T3 |

AT EESIHT ATARONATS THATARNT  HHATEIT T A
geaifad Stefaga afersHrer afesm T T fagwer s
Q=TT T TS IhoT T |

T IRFHRATRT  AIHENA] ARG Jahad<h T
q@ER GRS fawe ar qeErader i sraeas
AT e faare 9ge 9 |

ferrrorer et feam wreaeieE ATeAHaATe fabREEr Ferders
AW e A=A qeaqare faqaer fsamg ameam
faira el ATFRATS FRIRA! AT |

fardra=rer gratae Mepra=aT Q0 gfderd sreror ¥ faywurardd
fafrer Tepwerr feraar we gfaerd famer afafes =oner fag
ATSURT [TITHT TILITATS (Fe=adr fa |

faioor oraATE ScaTeAHdd AFHT aRETaqd AR ITah
IR, ST T BN ATCrERe ARET Atk J e

~C

el FTHRETE T8l ga |

fageOT STIHTRT AT IcdTad ATAglg, ISR faser T
qqTAHT fabraedr kG TrITeq =T &9 gie=n= T
TRHH] FEASS (R aHel Tead= qaT AT T /RIS |

frapet

c.
HAF ATHI FHISNG TA T AR AT IcTh AALATATE TSl
T | ATINTHIRIT T AT E IATETh] ATLAT BHS TEhT BRI

HAFHT IASHIRIR] AT GFTHT S | TRUTHA: Sl FEIrHT
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TaTeAT wifepew defrd eI AfE fasfor amer o 1 faeer
AT T AR AT TAMIcAd ARIER faywor § 2 g |

fageoT AT TAT WA YUERTHT @9 HUHT FRU AqATS
qofr fwfor T gearamefier ST ST T Afpuer g 1 fager
T JUNRT dg¢ Sa] A a&q ATaars 99 9T e | faywor
ATYATe TAT TEaTa¥H Add ATATAh] HehAIdTs AT T Il
TR AfTSHT o FROTENT (AT ST G 9Tt A AaerE
TERTCHF AT MG ATedgr | A&l qoaash (A e fagoor
TIeTs Iearaaeiie SEHT AR Ao fafeq Aifaa srawr
TSAT T B JATTFR] HAFEATTR HRA  APEAT I@T3
AEAITF G | AT ATANE IAEH Jagd I AR [FSATHIRT
HAHH THT AITAHAT GRRHE TNEH TG, |

gea Iradr

7 TATAT (R050), ATIE FTIET (091 /50), [Heewar, #Toarst |

FHR, TH (R095), ‘ATEH gT'F AF-ISAANT, IRSqH araT:
Jefre TSR Ad-ATATNSTR ATaTH, fehdre afed@d FTSATST |

TATA AL SF (R050), IR FAWE AMAF qgr faxirg feafa
(R0 -50), FTSHTE |

ST AT Aok (R0\9Y), AT fAUTT AryarEeR! feafd, FoHTS |

AT AT Feb (0\93), (AT I T TRYTARERT T qAT AT
yqrd, FISATES! |

N

AT TS FA@T  (R050), HITA AT FA&0 =T
(R05%-50) BT ST AT, HFTSATST |

It FTSTAT TN (R0, T=T TSTAT (AT.F. 2095 /98- 050 /59),
. | -

R fAfHY /342



ALY, ATARHAR (050), TINT AR ToTTT: Hiq AT 7,
AT I S FHTER ([, 050), FISHTS! |

FALT, ATAERAR (R050), TITAHT [qYUT AT9aTE T ATTAHAT TFR
THT, HTATE ST, FISATS! |
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SAATAF TAART AGRAT gdglel AN :
JaFM 7 JMARADA

Coiae o

faeirar ATeRATATS TURAR T GATAHTET TATSH FFIHT HTe
g St fairar AmeRar @rem, 09% FHITTHRT srETatyd A
AIeAXAT AN, 09 ST Rl @ | TqH H&d Seed [adrd
AIEXATHT AT AT AR qafdR (AT T, Aferaas |
Fisd faxia drerRar soEe areiEEs TN aniEd T,
forar fada arerw fae@ T 7 faiE eRERE faRde
(fefsteet) fafaept wATeTE 98, WA T YAESRI TG el
B | AT WG (A AERar FEhERr WY ¥ faue,
afera UEwer aifteew, fad @rewar 9reE fAEiorer 4@y
ATSTATEG HATAIT T FAATHAHT [qUITHT FHCTH B |

fairar g=ran fawarer @t fafa=r Sew=ar, 98 a1 &=ane
T AT FATIATS TURARATH T THTEHRI TS, T FaTewHaT
T fairr AreRar ANEeAd SAl daT TATSH dAUe TRTH F |
TH AR WIREH! JATHATS ATHA [HAHT FESl & T AFH
FATFIAAE IR FgF THIA &bl afea=aad g9 qa
HYET I Fiches |

TG AGAT HAd: fqairg qrerdr faeqrer | fad qreran
ANTEY A fAfdse b ARATRT aRAT el YT GTH STHe
TITHT T | TEHAT AR ST gA9w=T FTEsia § TART TgATTHT
e fafy a1 arder 9w wew ey | A9 fade araar

* i qrerar yiareTes
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PRATFaTTaTs THTEH] EOHT AT aREFH AT ARAE Tl
IS Sebel FAFTSaRET i qeRar iR Iwi@ TEH 3 |

. FafwE AR TSER I IR

fearcfrar erar faeaRert =i Jafcher T=aX TaT SUIh HIeaH
21 | AfheafherT STeMT ST=iee JAT A= g =Tl JAnT
qT FALATATAF] AAHAH] ATRTAIRTAA [ 4T, fTep qer
TART, fadra FemEd ¥ qEd [y gEagRE gur8 IAarsE |

faFTgdl HEaqul ATEAH AqHae®dl ARMYE &l | faxe
A, ATahl T=TAT I ATHA AT THT, TR ST, T
FRIEE Uh AICATE TATS HIA THHT [TRAHT 8¢ FEIRT TG, |
TATRT FET TANT, ==, T, fardr anfaer aewn faftea gerwe aar
WA T AT TRARH AMGF TR I daT T ¥
TSR ATTSHG e [ FFaeReP [aFa &v, |

fo<irar arerargeer fafy= aifegar faiar @tsg, g=raer
TTSTHT, AIRATRER aota 9T T qUivariees AT SfTsieepT AT SAaeAvar
MNTHT dbicqer IUTAHFE] ATAENNE ATE URANH qaeqel
T TET GY TATIHRT g [a9aars qedniie Jee fauesr fau |
T FraeTel I ATIHT FARA T GRTHLT farg 314, AT T e
FT TAT IATE ITH TG, Al TATs IR TG | AT & HIGY
AR AT T AAX T HAHB AT g A, Iqehl F&ATeazor
A9 G v i | el faeira s, draer faearear afq
e TRTHT TAT FoaTHT AP HEcaqu TEws, |

R. TEatreT, JPear qur ThReH, afafire
AlETdl I FAAT T Fiaieepl I AR A, YAl [aeqeaT
fafsrer gfafaerr gamr srafeerd aw= uer g ) foaxia = faeamen

2050 ARA - I9 929



AT 9T 7T T, e 9T 39 T fAfdemerl TAN g s <
TgTeehl U9 B | o qeaamas=l oF, Haw, ahedrel s4T
ATfEATS oA HIEAHATHT TH1TH T TR T Fiebes, |

A qIT AT goaliad  Aedl 97 THUHE®
TARET GATARRT HIH B | T AARIFHB] TATFH ATIHT
BT AITTHT Ha 9,300 AT TIT THUHEE Tal  TTHT IFawsH |
ferept ATewaTe fairr Farverae foeir e, foaaer e Jar, =
Fera, T, fowr, faywer snfe ¥ 7 JEredr Wer gART, IHeiedr
faeprer enfe fafaeg fawzare =@ faq afess | o fawa s
qrtead fasewdl dqTadrs HMET e HatAd #EwE g e
THUHA ASAEE [aair Feraareraedl HTashd TR T Tag |

FRIERT qAT AIEAT  GoaAldd AUHT el ASAl
T THRUFREES dAfeel M F2RTF ASHIRAT el TRar qor
FAFTIRTHT AT Faira F=ceTH s Foar a91 e JarRor 9
ATTHT G | TFaTE [ai Foraar [aearr &l eadqvd dar Tl
AATT @ | THFT ATHT I AT HIAHATS FAIHN AT i, |
TR, FEORY FATGT qAT TEARUHT FA @il o qURT goTel
AUEATHTET [l F=aqATe qrAAES TR TH Ald el
THUR] F¥elg T&Thl TS 3 |

2050 WRIeRE A9 fdtasare fHaftaa ®awr ewxmd U
TEF (SHAR Fivh GRY o) [aird AeRATEFdl BAHH F=o(
E% AIUHl B | FET 7 TG 09s Arerare o Afpg faemrar
AT foeira |qreRdar w1 7 AR qg fewred dfdafas gerer
T AT @aRH! AAh gEAaHr ‘dfrg frem drrREer gawer
& qUHl afgeg | fad 5, v faer, o wgw fae
AT e faeirr e (AT Jer J&aqr FEhAd 999 e
MGG | T FUAHHAEE (G0 BGHT oo g, [adrd =Iqaret
feamaet Tgfe 9at avfems dferd I FRRE TR T T 9Eqd
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T qriTes THav s, TA aATgT ATaTF Iy | ard
TEAT FEATHAF ATAYUEE TG ATIH] HT TAR Tl qHaTe
faiTr =T fawaredr avh A1 aa1 THdd g |

focirar @meRar faeqRer AfT 0% qHeEre faxirar @rerRdar
AT AT TTTehT’ TehTeTAR] ARFT TUH! I UTSURT B | AT ITHT
FEATT 21 | TEAT FHAATS SV I&TF T ¥ ATLATHTAR &A1
¥ TFAEACAT af ThTeT IR0 faird F=aT JigdT qurs A
ST FEIrgd FOEET ARTEH TATIA AFS |

3. qHfE® T X qTAr wERH

ST, ATAAR, TR aTE, Awa=ardr e HEhH faxi T
o WIEAH g | fASTRT S qor faia SR ¥ deeny qean
AT GEIHT T GO IR AT [oaeiid Feraaraes=r
qHfed TATH FAHA Foarad Ta ATH 909 A | Haaa
qi{eThTel A& HTH{Eh HETEE oA bl s | AT,
STTaeIdTST, ATI® qAT AHITE Fehie, fada 9g= faem
ATiGepT ST HBTH T A9 TREATHRT GEEE (G 7,
AIAF AT A=A (Sebeh s elsheh) T HrAHHBT AT
fafa=T Femes Foaram T4 faxir Arerarer afaaigar oo =rsy
ATTHT T |

AR WG A% TRICEF AHEF TEAGH BT FoATAA
TRUHT JET FAFAA B ATTGHT % Hiq 59, ST A=<
TAT ¥ foxiiT SFAaeRAT Hid qiady s 997 T J199 T4 AT
TRl T | T T BTAHA (i =ee 1 (e #el gaaqe
AT AT I [aeard T A, |

o T=rar arar sEEhEsead araraaar fafrer fear
e fafgsrar afiEaTe FHRHEE oA g8 AU B | B4
AGUSIT AP AT AEATHT FoATAd e 997 faig adte (e
AT foeR) T AaERHT TEAT FEHH AR G AUHT qrgea | O T

2050 AT - TH 1%



FTAFRHAATS FH qele [9aar 777 ditwd 7rEr Fafaq gsemas
i faxirar T fasameT fedmamT % el gq 9@ | g
FTAHTAATS S qAT faiTT TS YT T T |
¥, WHIWE qoord

AHISAS oo ATectehl THAB] AT ATAH aTH B |
ATie FHTTSTE ATkl AIFHES g | HTHIISD Srader fafae
qeTe®cTs THAT AR ATATATE ATGTAIET T HeT WeaH 5
AHITSTE ST TTRT G | AITAHT Gi ATATNSTR FSSATAHT S
STHIGETH! e Al B | T ATIH FARTHT & AT FoolTeAedTs
fafrar ameran faeamert @it afs Feeaqo ardt a1 T, |

forira qrerRare! faedre AT [4iq= FadeaeEd dHTise
=T HAd: GFed USEEAT [qad el [quaes qHraeT
T B | AT ST Aol ATHT B TSTHT (airT T afgert
AT S ATHAEE THEAL TEFN G | el ST AT GH T
EATHEF qe2eT ¥ fafeaT =T FHEeT 89 | A, 97 §F a4
feriray |21 Ui SATHT haee USTHT faxirg Rreaveredr garrds
AHAEE FATAL THT B | TIA FTHISH Fosradre TR g
ATEATRT TR HARATATR T&HT A9 A (a7 AET%F B |
ATy i AepTiie® It g, JTHE qAT TBRICHE w97 oo
WA g AERI Al ATAREEarars FaTahel wrareaad
T AEATF B |

¥, JQrEe A1 WA (Rerdad

AT galdes! A (aehrael T, ATl FEaT=aRorHT 9 Jooied
ARTETT TS S AU TRYETHT fa=irg |qremar faeamear af st
AT ANTET &7, | faira Far fad Sudware a1 aerdrgedT b
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SAAHAF AT TR faiT q8= [T FednT =am0H S |
Tafeates, qregam i, faxir arerare! =, faxia arerar anreer
AT TR T | TFATS ITAGITHT LR AUTATATS faird 3714, A9
gifee T G WURT @ | q S qor A geara fai
AT PRamefiel v TeaTel Ui AT FaETeeHT g v a1 faw
TS AR AlSTd T @Il T AT T ¥ faaars
FATateE e A G | i T faearear Hiarge ufetsas
af FAEERT AT o g, | faxiid SFAT T T del GedTel
TEAT UReASa 99 TIR THT S | T UAasdd a7d ¥ T
T ATATF T |

%. UPRME®, TFd, ThAC & fpare, Ma @@, o1, s,
FHF AT

qee-qiecert, Ma wfaar afeare o¥ #=es o afeg |
JET AT faATd F=AATRT AT GATAHRRT gregrl | Hieweg, T,
ST, Y&, gROT... YA IO FATq A TT e, G, AT,
faame o, e faw snfe @Rew afger aaw gq 1 & fau
fareToest TFele, gebcie, B1d [&dde® MG AH, AT ATSIAET AR
TATARNT I FTHA A | fadira grerar afwafgar &
AT 9 FEART TATCH A | q9 Afaies g, aga afq
EYF WA AT Fereh? 27 g | faeirr arearesr awserars 9fq
AT ATAHATE JEA TN 98 TAFRT TTHT AT TRTH 3 |
AT AT Aehebl ATATSIHT TEAT ATHUEE T B |

FET e T fairr TRT T TeehTdT ATl F=Id, TThT AEIATT
AR SRHT FHIAag TATZAT e IR THT B | (9o
FAA FQIIA T ATl FMgeHT FTHE® TR AT AT THAT T&AT
Wde® Y9EdERI AUH B | TGd GHT TRddTarR g
AT A Maee fFemr T faqars T8 T 760 875 |
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TiftaT ®THT AR BTfee TeehT MAeEdT aF AT TS
TR AHT WRISIE® avTg (S T e e fefer | anfe)
foirar s faear 1 aferes | T WA 99R g fedr qar
THUH ATaere LT AT fada Geiaarer a&dr fides gar
T A THATEHRT & T |
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Global Trade and South Asia:
Opportunities and Challenges

Dr. Toya Gyawali*

Executive summary

South Asia's strategic location and abundant resources
position it as a promising hub for global trade expansion. Despite
its immense potential, the region faces challenges: limited
contribution to global trade despite a large population, low
intra-regional trade, and considerable trade restrictions within
SAARC countries. UNESCAP studies highlight untapped trade
potential, signifying the need for strategic interventions.

Addressing trade barriers, enhancing cooperation, and
leveraging resources can unlock South Asia's potential, fostering
economic growth and prosperity. Strategies focusing on trade
diversification, technological advancements, infrastructure
development, and regional collaborations are imperative.
These approaches, coupled with investment in human capital,
innovation, and sustainability, can empower South Asia to
become a formidable player in global trade, contributing
significantly to regional and global economic resilience.

Introduction

Global trade plays a crucial role in shaping the economic
landscape of nations, and South Asia stands at the crossroads
of immense opportunities and formidable challenges. Spanning
a region characterized by diverse bio-divercity and cultures,
increasing population, and numerous rich resources, South Asia

* Secretary, Government of Nepal
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presents a promising frontier for global trade expansion. The
region's strategic geographical location, expanding consumer
markets, and the evolving dynamism of its economic position
has strategic importance for interconnected global trading

system.

Despite these strengths, the current state of exports from
South Asia paints a contrasting picture. While the region
accounts for a surprising 25% of the global population, its
contribution to global trade through exports stands at 3 percent,
trade in services 4 percent and about 4.5 percent of the total

globle output.

The South Asian region has witnessed a remarkable
progress in its engagement with global trading system. In recent
times, countries in this region, including Nepal, have actively
participated in global trade networks, capitalizing on various
opportunities that globalization presents. While global trade
has opened doors to economic growth and development, it also
brings many challenges, particularly for the countries like Nepal

and Bangladesh aspiring and decided to graduate by 2026.

However, amidst diverse prospects, South Asia confronts
compound challenges, including trade related infrastructural
gaps, supply side constraints, regulatory complexities,
geopolitical tensions, and socio-economic disparities. The
current scenario in South Asia reveals a shocking reality: intra-
regional trade, accounting for less than 5 percent of overall trade,
remains alarmingly low compared to other RTAs. Despite the

existence of regional trade groups and bilateral agreements, it's
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striking to note that in some SAARC countries, trading within
the SAARC bloc is more costly than engaging in trade outside
the region. For instance, as per the references, Nepal, Pakistan,
Sri Lanka, and India face 2.9 times more trade restrictions when
conducting business with their South Asian partners compared
to the rest of the world.

Major discourse of global trade and south Asia

Recent studies and various references emphasize the
economic complementarity and geographical proximity among
South Asian countries, indicating that they can trade three times
more than the current levels. This disparity underscores the
pressing need to address trade barriers and optimize regional
cooperation to unlock the immense potential for intra-regional
trade and economic growth within South Asia. Examining the
dynamics of South Asia within the global landscape, it's evident
that this region, encompassing approximately 2 billion which is
25 percent, out of 8 billion global population, holds significant
potential and considerable resources.

However, despite this demographic and resource abundance,
South Asia is yet to fully harness its economic potential.
According to recent studies conducted by the UNESCAP,
more than 67 percent of the trade potential within South Asian
countries remains untapped, signaling a vast opportunity for
growth and development. This glaring imbalance highlights the
significant discrepancy between the potential and the current
state of trade within the region. This divergence represents a
clarion call for strategic interventions aimed at unlocking the
untapped trade potential within South Asia, fostering balanced
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and mutually beneficial trade relations, and capitalizing on the
inherent strengths and resources the region holds.

By addressing trade barriers, enhancing cooperation, and
leveraging the diverse assets at hand, South Asia has the potential
to emerge as a formidable force in the global trade system
contributing significantly to economic growth, development,
and prosperity within the region. South Asia stands at the
threshold of numerous opportunities poised for regional trade,
primarily owing to its diverse economic complementarity, rich
resources, and geographical proximity among the nations.
South Asia enjoys abundant resources, an increasing young
workforce, and a rapidly expanding consumer market. Notably,
the Himalayas serve as the natural reservoirs of the region,
underscoring the strategic importance of these resources. To
harness these opportunities effectively, new strategies for South
Asia entail technological advancements, scaling up production,
and integrating into a more globally interconnected production
system, notably through the involvement of multinational
corporations (MNCs).

The trade policies and strategies of South Asia maninly
focus on strengthen regional trade, address standards such as
SPS, foster product development, implement Trade Facilitation
Agreement (TFA), promote value addition, ehnance connectivity,
and stimulate the development of Regional Value Chains (RVCs)
and Global Value Chains (GVCs). Despite the vast potential, the
FDI inflow across South Asia remains notably low, accounting
for only 4.4% of global FDI which is $58 billion in 2022, while
FDI outflows marginally rose to $16 billion, as per World
Investment Report (WIR) of 2023.
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Notably, Nepal stands with untapped export potentials
amounting to $9.2 billion, according to the study of World Bank,
emphasizing the imperative to foster FDI for economic growth.
Nepal's GDP-to-FDI ratio, currently at 0.3 percent, ranks
among the lowest globally compared to countries like Vietnam,
Cambodia, or Myanmar. South Asia's opportunities lie in its
market potential, complementary economies, advancements
in information technology and services, as well as the vast

prospects in tourism and trade in services.

The South Asian region stands at a critical juncture, facing
both immense potential and formidable challenges in the
realm of trade and investment. With over 350 Regional Trade
Agreements (RTAs) worldwide, South Asia, notably SAARC,
remains among the least connected regions in terms of regional

trade integration.

Recognizing that partnerships are essential to development,
not just regionally but also in connecting with the global
community, South Asia must channel more investment into
human capital while fostering an enabling environment for trade-
centric research, innovation, and development. By embracing
these strategies, South Asia can transcend its current challenges,
fostering inclusive growth, and positioning itself as an influential

contributor to global trade and economic development.

By capitalizing on our strengths, addressing challenges
strategically, and fostering robust partnerships, Nepal, along
with its South Asian counterparts, can navigate the global
trade arena effectively, contributing significantly to regional
prosperity and global economic resilience.

X30 fAfHY /399



Key Recommendations

Better connectivity within South Asia not only enables
smoother movement of goods but also fosters regional
integration by strengthening economic ties among nations.
The World Bank notes that enhanced connectivity through
upgraded infrastructure leads to increased trade volumes and
greater economic activity. Overall, trade-related infrastructure
improvements contribute significantly to better trade facilitation
in South Asia. They promote seamless movement of goods,
reduce transportation costs, and foster regional economic
integration, thereby unlocking the region's trade potential and
facilitating greater participation in the world trading system.
Academic research consistently emphasizes the essential role of
robust infrastructure in enhancing trade and economic growth
within the South Asian region.

Firstly, the diversification of South Asia's trade portfolio is
crucial. Despite South Asia's strategic geographical location, our
trade largely remains concentrated on a few commodities and
limited destinations. Diversification can increase our strength
to global market variations and ensure sustained growth.
Diversification of trade in South Asia, both in terms of product
and market diversification, is crucial for several reasons. In
product diversification, countries can reduce their reliance on
a limited range of goods, fostering resilience against market
fluctuations and price volatility. It also encourages innovation
and technological advancement, promoting higher value-added
products and services.

Market diversification, on the other hand, enables countries
to tap into various economies, reducing dependency on a
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single market. This also helps to mitigate risks associated
with economic downturns or geopolitical tensions in specific
regions, ensuring stability and sustained growth. The results
of trade diversification are multifaceted, dynamic, and cross
sectroal. Countries achieve enhanced competitiveness as they
venture into new markets and diversify their product base.
This stimulates economic growth, promotes exports, generates
employment opportunities, attracts foreign investment, and
ultimately contributes to poverty reduction by creating a more
robust and sustainable economic foundation for South Asian
nations.

Secondly, leveraging technological advancements is
imperative for trade and investment. Embracing digital
transformation in trade processes can streamline cross-border
transactions, reduce trade barriers, and enhance efficiency,
encouraging competitive edge of the countries. Information
Technology (IT) and Information and Communication
Technology (ICT) play a pivotal role in bolstering trade within
and beyond South Asia. Technological advancements have
significantly reduced operational costs and enhanced quality
across various industries in South Asia.

Moreover, technological advancements contribute to value
addition and better product development in South Asian trade
by enabling industries to produce goods and services of higher
quality and precision. This is supported by studies such as the
World Bank's research on the impact of technology on trade,
emphasizing how new knowledge, innovation and technology
adoption can elevate value chains and promote higher value-
added exports. In essence, the incorporation of IT and ICT in
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South Asian nations has not only reduced costs and increased
quality but also facilitated greater value addition across trade
sectors and subsectors.

Thirdly, addressing infrastructural shortfalls is fundamental.
Enhanced connectivity through improved infrastructure, both
physical and digital, is paramount for seamless trade facilitation
within South Asia and beyond. Trade-related infrastructure
plays a vital role in enhancing trade within South Asia by
facilitating better connectivity and improving trade facilitation.
Improved infrastructure, such as modernized ports, efficient
road, and rail networks, and upgraded border crossings, greatly
reduces transportation costs and time delays. For example, the
Asian Development Bank (ADB) highlights that inadequate
infrastructure can increase trade costs by up to 30%, underscoring
the significance of robust infrastructure in bolstering trade.

Furthermore, harnessing regional collaborations is
instrumental. Initiatives such as the SAFTA offer avenues for
collective growth, fostering an environment conducive to trade
cooperation among member nations. With a global GDP of 100
plus trillion dollars, South Asia currently contributes around 5
trillion dollars to this economic landscape. Unlocking its peak
economic potential through boosted trade, increased production,
and strategic investments could pave the way for South Asia to
capture a larger share of the global market, potentially reaching
the significant figure of 15 trillion dollars.

Considering the complex interplay between opportunities
and challenges in South Asia's global trade landscape,
several strategic thougths are important. Fostering regional
cooperation and integration through the harmonization of
trade policies, trade related infrastructure, and the facilitation
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of cross-border trade corridors would significantly enhance
the region's competitive edge in global markets. Investing
in sustainable development initiatives, including renewable
energy projects and environmental conservation efforts, can
bolster South Asia's attractiveness as an investment destination
while addressing pressing ecological concerns. Additionally,
mitigating geopolitical tensions and promoting diplomatic
dialogue among South Asian nations are essential for creating a
conducive environment for trade and investement.

Fostering a resilient and adaptive approach to navigate
uncertainties, such as pandemics or global economic shifts, by
diversifying trade partnerships and ensuring contingency plans,
is crucial. Imbracing a multi-faceted strategy that combines
policy reforms, infrastructure development, technological
innovation, and social inclusivity is pivotal for South Asia to
harness the abundant opportunities and effectively navigate the
challenges within the dynamic realm of global trading system.

Conclusion

The landscape of South Asia's global trade presents immense
potential and significant challenges. Despite the region's diverse
resources and expanding markets, its contribution to global trade
remains disproportionately low. Intra-regional trade is limited,
burdened by trade restrictions and trade related infrastructural
gaps. Unlocking this untapped potential requires strategic
interventions: trade diversification, technological advancements,
infrastructure development, and regional cooperation are
imperative. Addressing these issues can raise South Asia as a
impressive force in global trade, fostering economic growth and
prosperity. Strategies emphasizing collaboration, innovation,
and sustainable development are crucial for South Asia to
capitalize on its strengths, navigate challenges, and emerge as a
key player in the ever-evolving global trade system.
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Public Debt Mobilization in Nepal:
Status and Legal Arrangement

Durgesh Gopal Shrestha*

Background

Public debt refers to the amounts owed by the different
levels of government that are used to finance public deficits
resulting from a higher level of public expenditure to budgeted
income and therefore, it represents as a major tool for bridging
the government deficits. Public debt mobilization has been
playing an important role in balancing government's increasing
expenditure and limited income resources. Almost all the
countries of the world take loans both internally and externally.
If the source of revenue is insufficient for the expenditure on
recurrent and development activities of the country, public debt
is considered as a means of supplementing the deficit budget.

Classical economists have argued against public debt stating
that the government should create a small budget for essential
work. However, after the great economic depression of 1930's
economists J. M. Keynes emphasized the need for government
intervention to prevent recession in an economy and advocated
a deficit budget. Keynes and his follower argued that the capital
part of the budget should be met including debt as it will have a
positive impact on economic development.

Contemporary economists have also emphasized on the
management of public debt by taking public debt as a major
tool for meeting the low finances of the government. Although
public debt is not bad in itself, if it is not managed and utilized
properly, it can lead the country into the situation of debt trap.

* Director, Nepal Rastra Bank
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Because of this, it is believed that loans as of debt should be
invested only in high-priority productive sectors and result
oriented developmental activities in an efficient and effective
manner.

Public Debt: Role and Status

Public debt is the loan taken by government from domestic
as internal sources or from abroad as external sources to meet
insufficient public expenditure than revenue collection which
has to be returned back with principal and interest according
to the conditions specified in due period. The Public Debt
Management Act, 2022 states that foreign debt represents the
sum of outstanding amount due from foreign government,
foreign government bank or financial institution or agency in
foreign currency, while internal debt represents the loan taken
from Nepalese citizens, corporate organizations, banks and
financial institutions.

Role of Public Debt in an Economy
The government tries to maintain economic growth and
stability, employment creation and equality through fiscal
policy. Among the different instruments of fiscal policy like
government expenditure, revenue and public debt used in
Nepal, public debt is an important instrument to stimulate the
mobilization of potential areas available in a country for overall
economic welfare. Its role in an economy seems to be as
follows:
e To meet insufficient public expenditure i.e. supplementing
the deficit budget for developmental activities,
e To achieve national goals by mobilizing resources in
priority areas,
e To make investment in all sectors for balanced economic
development,
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To ensure adequate opportunities for private sector
investment,

To carry out reconstruction and rehabilitation works caused
by natural calamities, epidemics, etc.,

To accelerate developmental activities thereby creating
opportunities for employment and income generation,

To accelerate capital market by raising internal debt through
various instruments.

Status of Public Debt Mobilization

Although the budget system in Nepal was first introduced in
2008 BS, the internal debt became a part of the budget for the first
time in FY 2018/19. Even though, the foreign aid had been used
from the first budget, the external debt was taken from the FY
2020/21 only. Therefore, the history of public debt management
in Nepal has completed by more than a half century and along
the path various dimensions of debt management and the area of
risk are expanding. The status of public debt in Nepal has been
highlighted in the following points.

In the history of Nepal, the ratio of public debt to GDP was
lowest at 5.7 percent in FY 2031/32 and reached to highest
at 66.8 percent in FY 2047/48.

After the people's second movement, the ratio was 43.4
percent in FY 2063/64 which continuously decreased
and fell to 22.3 percent in FY 2071/72 before the earthquake
in 2072. Due to the post earthquake reconstruction work,
huge investment in reconstruction and rehabilitation at
the state and local levels caused the government debt to
increase again since FY 2073/74.

In FY 2075/76, government debt reached to 27.2 percent of
GDP. However, due to the COVID-19 epidemic at the end
of the FY 2076/77, the public debt increased at a higher
speed due mainly to higher expenditure requirements for
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vaccines and health infrastructure. Consequently, public
debt to GDP ratio reached at 41.2 percent by the end of FY
2079/80.

Out of the total debt ratio of 41.2 percent in FY 2079/80,
the share of internal debt is 20.9 percent and external debt
is 20.3 percent.

In terms of amount, the total debt outstanding stands at
Rs. 2,218.5 billion as of FY 2079/80. Out of this, internal
debt 1s Rs. 1,125.2 billion and external debt is Rs. 1,093.3
billion.

The Fifteenth Plan (2076/77 - 2080/81) has focused on low
finance mobilization necessary for high economic growth
by mobilizing public debt in sustainable areas with high
rates of return as per the federal structure. The plan has
expected to have annual public debt confined within 4.3
percent of GDP, mobilizing public debt in capital formation
and productive areas of national priority contributing to
high economic growth.

Every year the government budget announcement makes
a provision for public debt mobilization for coming year.
In the federal budget of the FY 2080/81, it has mentioned
that the foreign loan of Rs. 212.75 billion and the domestic
borrowing of Rs. 240 billion will be mobilized.

Table - 1 : Public Debt Outstanding
(Amount in Rs. billion)

Public Debt | 2075/76 | 2076/77 | 2077/78 | 2078/79 | 2079/80
Domestic Debt | 453.0 | 6132 | 8003 | 9843 | 1,125.2
Foreign Debt 594.9 | 8197 | 934.1 | 1,0258 | 1,093.3
Total Debt 1,047.9 | 1,432.9 | 1,734.5 | 2,010.1 | 2,218.5

(Source: Current Macroeconomic and Financial Situation, Nepal Rastra Bank, July 2023)

2050 AIF - TH

RSS!



Table - 2 : Public Debt to GDP Ratio

FY Domestic Debt Foreign Debt Total Debt
2075/76 11.7 154 27.2
2076/77 15.8 21.1 36.8
2077/78 184 21.5 39.9
2078/79 20.0 20.8 40.7
2079/80 20.9 20.3 41.2

(Source : Current Macroeconomic and Financial Situation, Nepal Rastra Bank, July 2023)
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Generally, the ratio of public debt to GDP is used to calculate
the debt ratio in any country. Although there is no uniformity
regarding how much public debt is appropriate for the economy,
it depends on the size of an economy, its growth rate, sources
of export and foreign exchange earnings, productive use of debt
and its management capacity, etc., that determine the limits
of public debt. From the above tables, it can be observed that
the public debt in Nepal is in increasing trend having higher
speed of domestic debt in comparison to foreign debt which
has exceeded in FY 2079/80 with domestic debt 20.9 percent of
GDP to foreign debt 20.3 percent of GDP.
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Table - 3 : Public Debt to GDP Ratio in South Asia

S.N. Country Public debt to GDP (Percent)
1 Bangladesh 39.1
2 India 55.5
3 Pakistan 75.8
4 Sri Lanka 117.7
5 Maldives 114.9
6 Bhutan 124.8

(Source : International Monetary Fund, 2022, https://www.imf.org/external/...)

According to International Monetary Fund, 2022, among the
South Asian countries, the ratio of public debt to GDP is the
lowest in Bangladesh as compared to others. In the year 2022,
such ratio is found to be 39.1 percent in Bangladesh followed by
55.5 percent in India. Similarly, Pakistan has 75.8 percent debt
to GDP ratio whereas Sri Lanka has the highest which stood at
117.7 percent. Likewise, such ratio in Maldives stood at 114.9
percent followed by 124.8 percent in Bhutan.

Legal Arrangements for Public Debt Mobilization

The legal arrangements for public debt mobilization in Nepal
have been underlined in the Constitution of Nepal and other
various legal documents as mentioned below:

(a) Provision in Constitution of Nepal

e According to Article 115 (2) of the Constitution of Nepal,
the Government of Nepal shall not raise any loan or give
guarantee except as provided for in the Federal law, Article
203 (2) the state government shall not raise any loan or
give guarantee except as provided for in the Federal law.

e Article 251 (1f) mentions that the National Natural

Resources and Fiscal Commission shall analyze
macroeconomic indicators and recommend ceiling of
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internal loans that the federal, State and Local Governments
can borrow. In Article 51 of the Constitution of Nepal, it is
mentioned under the policies relating to economy, industry
and commerce that obtaining the foreign assistance should
be made transparent based on national needs and priorities
and the amount received in a form of foreign assistance
should be incorporated in the national budget.

Article 59 (6) of the Constitution has given GON full
authority and power to obtain foreign assistance and
borrow loans which needs to be mobilized to have macro-
economic stability of the country. Similarly, Schedule-5
has empowered the federal government to mobilize all
types of foreign grants, aid and loans while Schedule-6 has
empowered the State government to mobilize foreign grants
and assistance with the consent of the federal government.

(b) Legal arrangements in various laws and legal documents

In order to manage internal and external debt, the National
Debt Act, 2059 and the Loan and Guarantee Act, 2025 have
been amended and consolidated to bring updated uniform
Public Debt Management Act, 2079.

In the Intergovernmental Fiscal Arrangement Act, 2074,
the GON has the authority to take foreign loans. Similarly,
the government of Nepal, the state and local level can take
internal loans within the limits recommended by National
Natural Resources and Fiscal Commission. But, the state
and local level must obtain the consent of the GON before
taking internal loans. While seeking such consent, a
proposal with details of the plan sought to take loan, the
outputs and achievements that can be obtained from the
plan, the loan repayment plan, and the details of institution
extending the loan has to be submitted.
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e [f the proposal submitted is found eligible then the GON
can give consent to take internal loans to the concerned
state or local level. In addition, the GON can extend loans
to the state or local level through agreement to carry out the
plan and program as mentioned in the proposal.

e In the Local Government Operation Act, 2074, rural
municipalities and municipalities can take internal loans
for productive, employment-oriented, internal income
growth and development works, within the limits of the
recommendation of the National Natural Resources and
Fiscal Commission. Such loans taken from the GON or as
against the guarantee of GON for a period not exceeding
than 25 years, if fails to repay within the due time-frame,
then the Government of Nepal may recover such loans from
the grants to be provided to the concerned municipalities.

e Inthe International Development Cooperation Policy, 2019,
a policy has been adopted to use concessional loans in the
areas of physical infrastructure, agriculture and tourism
infrastructure contributing to high economic growth, areas
contributing to skills development and job creation, and
the areas contributing to the earning of foreign currency
through enhancing export capacity. Concessional loan
assistance as well as other types of loans can be used to carry
out projects in the areas of national needs and priorities that
have been specified.

Bases of Public Debt Mobilization

The Government of Nepal has only the authority to take
foreign loan. While taking foreign loan, it should be taken with
an objective to ensure the overall macroeconomic stability of the
country. The GON can take foreign assistance for implementing
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the plans or programs of own or to implement at the state or
local level. The state and local level cannot take any kind of
foreign aid without the prior approval of the GON.

While mobilizing foreign aid and loans, the government
should prioritize areas of national needs and priorities as :
(a) construction, maintenance and restoration of physical
infrastructure (b) education, health, drinking water and sanitation
(c) Enhancement of national production and productivity (d)
Employment generationand poverty alleviation (e) Development
of science and technology and transfer (f) Environmental
protection and climate change (g) Disaster management (h)
Capacity enhancement and human development (1) Investment
in public-private partnership (j) Public-private, cooperative and
community sectors that have been identified by the GON that
are suitable for receiving foreign aid.

According to Public Debt Management Act, 2079, for the
implementation of plans and programs or projects approved by
the Government of Nepal including of state and local level, the
foreign loans can be collected partially or fully from any foreign
government, foreign government bank or financial institution or
agency which should be less or equal to the one-third of GDP at
current price of the preceding fiscal year in foreign currency at
prevailing exchange rate.

The expenses for such foreign loan taken will be borne by
the Federal Consolidated Fund. However, if the GON takes
foreign loan for the state or local level, the expenses of such loan
amount will be borne by the respective State Consolidated Fund
or Local Consolidated Fund. The period for repayment of the
principal and interest of the foreign loan will be as per specified
in the agreement between GON and the foreign government
or foreign government bank or financial institution or agency
providing the loan.
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The GON, state and local level can take internal loans within
the limits recommended by the National Natural Resources and
Fiscal Commission. But there is a provision that the state and
local level must obtain the consent of the GON before taking
internal loans through issuing a single or different bond subject
to existing laws. While seeking such consent, a proposal has
to be submitted to Ministry of Finance with details of the plan
sought to take loan, the outputs and achievements that can be
obtained from the plan, the loan repayment plan, and the details
of institution extending the loan.

If the proposal submitted is found eligible then the GON
can give consent to take internal loans to the concerned state or
local level. In addition, the GON can extend loans to the state or
local level through agreement to carry out the plan and program
by mentioning the use of loans amount, mode of payment and
time-frame as well.

Every year, the National Natural Resources and Fiscal
Commission recommends criteria for raising domestic debt for the
federal, state and local level. According to the recommendation,
the GON can raise internal debt for FY 2079/80 not exceeding to
5.5 percent of the projected GDP of FY 2079/80 after analyzing
the current macroeconomic indicators, the debt mobilization
capacity of state and local level and the market situation. The
state government can raise internal debt not exceeding 12
percent of the sum of revenue received from the GON and the
revenue collected from its own internal sources. Similarly, the
local level can raise internal debt not exceeding 12 percent of the
sum of revenue received from the GON and state government
including the revenue collected from its own internal sources.

Accordingly, the GON, state government or local level can
raise domestic debt by issuing one or different types of bonds
partially or fully subject to the prevailing laws. The Public Debt

2050 AIT - TH 339



Management Office is responsible for raising such internal debt
by issuing different bonds in the market. Even if the GON has
given consent to the state or local level to raise internal debt,
the Public Debt Management Office is responsible to carry
out all the operational and managerial works related to debt
management. However, at present, the management of internal
debt mobilization is being done by Nepal Rastra Bank on behalf
of Government of Nepal which is going to be transferred to
Public Debt Management Office in near future.

Issues and Solutions of Public Debt Management

The existing issues and that may arise in the management
of public debt mobilization in Nepal with their solutions are
highlighted briefly as follows:

o  Thereis alack of clear strategy on public debt management
and therefore, it needs to formulate and implement short-
term, medium-term and long-term strategies.

e Failure to formulate public debt management regulations
to implement the Public Debt Management Act effectively.
So, it needs to be formulated and implement at urgency.

e There is a less effective mobilization of public debt, and
therefore for efficient and effective mobilization towards
achieving overall economic development, the national
goals and areas should be identified and prioritized.

e  The federal structure has provided state and local level to
mobilize internal debt. However, they are being not able
to use it, even has not been initiated yet. This requires
strengthening the legal and institutional aspects of these
governments.

e  Foroptimum mobilization of public debt, the limits of public
debt investment is required before taking any additional
foreign loan and its sustainability should be studied and
projected thoroughly and efficiently.
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e The institutional capacity of the Public Debt Management
Office should be developed including strengthening the
abilities and skills of its employees in order to increase the
capacity of debt mobilization and utilization.

e  There is a tendency of non-receipt of bilateral/multilateral
concessional loans as per commitment. So, obtaining
committed bilateral/multilateral loans on timely manner
and utilizing them in developmental activities is a must.

e  Debt mobilization should be improved by analyzing the
integrated performance of internal and external loans.

e  Mismatch of foreign loans should be prevented. So, the
received loans should be used in capital expenditure areas
such as hydropower, roads, bridges, railways, irrigation,
airfields, and dry ports rather than in recurrent activities.

e Foreign loans accompanied by conditions cannot be
invested efficiently and therefore, the GON should give
priority to withdraw such conditions from the agreement as
far as possible through perfect dialogue and negotiation.

e Continually increasing the size of debt and the annual
liability for the repayment of loan principal and interest. So,
the burden of foreign debt should be reduced by increasing
domestic capital mobilization capacity.

e Internal debt should be mobilized in such a way that does
not discourage private sector investment making ensure
that there is no crowding out effect in the market.

Conclusion

Public debt is a means to cover the budget deficit and run
the economy smoothly. It should be mobilized to increase the
production and productive capacity of an economy so as to
stimulate domestic production to increase supply for meeting
the aggregate demand both domestically and externally through
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export promotion. Public debt should be managed effectively
by deploying in the developmental activities, expanding
infrastructure and in the productive sector thereby enhancing to
raise the status level of Nepal from developing country to the
level of middle-income countries by 2030.

If the public debt is not utilized prudently in productive sector,
in production oriented developmental activities or for enhancing
production and productive capacity, it may fall into the situation
of debt trap. So, the public debt should be taken only in a
prudent manner and should be managed by strengthening good
governance with efficiency, together with co-ordination and
harmonization between the stakeholders should be developed
to solve any issues that may occur in the effective management
of public debt mobilization on timely basis.

* k%
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Strategic Plan

Organizational Portfolio Approach:
BCG matrix, GE-9 cells Limitations and
Implication; Strategy Implementation
and Control.

Red Ocean vs Blue Ocean Strategy

Jugal K. Kushwaha'
Introduction
Strategic planning in management is the process of
documenting and establishing the direction of business by
assessing both where you are and where you are going. A well-
written strategic business plan can play a pivotal role in the
business’s growth and success because it tells employees how
best to respond to opportunities and challenges. A company’s
strategic plan consists of its: Mission; Vision; Values; Long-
term goals; Action plans

Portfolio planning approach

A group of businesses is called a portfolio. Organizations
that have multiple business units must decide how to allocate
resources to them and decide what objectives and strategies
are feasible for them. Portfolio planning approaches help
firms analyze the businesses relative to each other. A portfolio
planning approach involves analyzing a firm’s entire collection
ofbusinesses relative to one another. Two of the most widely used
portfolio planning approaches include the Boston Consulting

Group (BCG) matrix and the General Electric (GE) approach.

* Deputy Director, Nepal Rastra Bank
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The Boston Consulting Group (BCG) Matrix
The Boston Consulting Group (BCG) matrix helps companies
evaluate each of its strategic business units based on two

factors:
(1) SBU’s market growth rate (i.e., how fast the unit is growing

)

compared to the industry in which it competes) and

SBU’s relative market share (i.e., how the unit’s share of
the market compares to the market share of its competitors).
Because the BCG matrix assumes that profitability and
market share are highly related, it is a useful approach for
making business and investment decisions. However, the
BCG matrix is subjective, and managers should also use
their judgmentand other planning approaches before making
decisions. Using the BCG matrix, managers can categorize

their SBUs (products) into one of four categories.

High

W Market Growth

Low

QUESTION MARKS

STARS

Low Market Share
and High Market Share
High Market Growth and
Don't know what to do High Market Growth
with opportunities; Doing well, great
decide whether to opportunities.
increase investment.
DOGS CASH COWS
Low Market Share High M:;k: tShare
and
Low Market Growth
mm”:'.*“ G':":"h Daing well in no growth
diffi el:tm m;r B fit market with limited
SEEECHIGE PIQIE. opportunities.
Low W Market Share —-— High

Source: https://open.lib.umn.edu/principlesmarketing/chapter/2-5-strate-

gic-portfolio-planning-approaches/
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The General Electric (GE) Approach

The next portfolio planning approach that helps a business
determine whether to invest in opportunities is the General
Electric (GE) approach. The GE approach examines a
business’s strengths and the attractiveness of the industry in
which it competes. As we have indicated, a business’s strengths
are factors internal to the company, including strong human
resources capabilities (talented personnel), strong technical
capabilities, and the fact that the firm holds a large share of the
market. The attractiveness of an industry can includes aspects
such as whether or not there is a great deal of growth in the
industry, whether the profits earned by the firms competing
within it are high or low, and whether or not it is difficult to
enter the market. For example, the automobile industry is not
attractive in times of economic downturn such as the recession
in 2009, so many automobile manufacturers don’t want to invest
more in production. They want to cut or stop spending as much
as possible to improve their profitability. Hotels and airlines
face similar situations.

Companies evaluate their strengths and the attractiveness of
industries as high, medium, and low. The firms then determine
their investment strategies based on how well the two correlates
with one another. The General Electric (GE) approach shows,
the investment options outlined in the GE approach can be
compared to a traffic light. For example, if a company feels
that it does not have the business strengths to compete in an
industry and that the industry is not attractive, this will result
in a low rating, which is comparable to a red light. In that
case, the company should harvest the business (slowly reduce
the investments made in it), divest the business (drop or sell
it), or stop investing in it, which is what happened with many
automotive manufacturers.
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v Red: Harvest or divest products;
stop investing in new products,
markets, or technology

v Yellow: Hold market share

v’ Green: Build market share; invest
in new products, market, or

technology ‘

Source: https://open.lib.umn.edu/principlesmarketing/chapter/2-5-strate-

gic-portfolio-planning-approaches/

Spotlight Strategy

GE matrix is also called “Stoplight” strategy matrix because

the three zones are green, yellow, and red of traffic lights.

1)

2)

3)

Green indicates invest/expand — if the product falls in green
zone, the business strength is strong and industry is at least
medium in attractiveness, the strategic decision should be
to expand, to invest and to grow.

Yellow indicates select/earn — if the product falls in yellow
zone, the business strength is low, but industry attractiveness
is high, it needs caution and managerial discretion for
making the strategic choice

Red indicates harvest/divest — if the product falls in the
red zone, the business strength is average or weak and
attractiveness is also low or medium, the appropriate
strategy should be divestment.

The Ge 9 Cell Matrix

The GE matrix was developed by McKinsey and Company

consultancy group in the 1970s. The nine cells in the McKinsey
Matrix are structured to help evaluate existing opportunities and
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determine which has the best chance of success. In this way, the
GE Nine Cell Matrix is an effective framework for decision-
making. Like the BCG, the GE matrix helps you to determine
how to allocate resources, but it allows more flexibility. The nine
cell grid measures business unit strength against industry

attractiveness and this is the key difference.

Leader

Market Attractiveness

Competitive Strength

Source: https://strategicmanagementinsight.com/tools/ge-mckinsey-matrix/

This matrix was developed in the 1970s by the General
Electric Company with the assistance of the consulting firm,
McKinsey & Co, USA. This is also called GE multifactor
portfolio matrix.

The GE matrix has been developed to overcome the obvious
limitations of BCG matrix. This matrix consists of nine cells
(3X3) based on two key variables:

1)  Business strength

i1) Industry attractiveness
The horizontal axis represents business strength, and the
vertical axis represents industry attractiveness.
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The business strength is measured by considering such factors as:

»

»

»

»

»

»

»

relative market share

profit margins

Ability to compete on price and quality.
knowledge of customer and market
competitive strengths and weaknesses
technological capacity

caliber of management

Industry attractiveness is measured considering such factors as:

»

»

»

»

»

»

market size and growth rate

industry profit margin

competitive intensity

economies of scale

technology

social, environmental, legal, and human aspects

Advantages and Limitations of GE Nine Cell Matrix

Advantages

1) Itused 9 cells instead of 4 cells of BCG.

2) It considers many variables and does not lead to simplistic
conclusions.

3) High/medium/low and strong/average/low classification
enables a finer distinction among business portfolios.

4)

It uses multiple factors to assess industry attractiveness

and business strength, which allow users to select criteria
appropriate to their situation.

Limitations
1) It can get quite complicated and cumbersome with the
increase in businesses.

2) Thoughindustry attractiveness and business strength appear

to be objective, they are in reality subjective judgements

that may vary from one person to another.
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3) It cannot effectively depict the position of new business
units in developing industry.

4) It only provides broad strategic prescriptions rather than
specifics of business policy.

Strategy Implementation

Implementation involves transforming the chosen
strategies into action and refers to the methods and techniques
the organization adopts to execute management’s selected
strategy. Implementation is a process of selecting (1) the most
appropriate structure for the chosen strategy, (2) support systems
for resource allocation, and (3) suitable motivation. Inherently,
implementation is critical to goal attainment since even the best
strategy is worthless if implemented incorrectly.

To properly implement a strategy, five key areas must be

addressed.:

1) The organizational structure must be able to support
strategic action. In addition to an appropriate structure, the
strategy should include the degree of autonomy allowed
for each individual to carry out his or her portion of the
required activities.

2) Implementation systems must be in place to ensure that
the firm’s activities, from the decision-making process to
output, are in accord with the agreed-upon strategy.

3) The organization’s management style must focus
on leadership, planning, organizing, controlling,
communicating, and problem-solving activities.

4) The organization’s culture must be in tune with, and
supportive of, the strategic process.

5) There must be a match between the strategy and the
implementation.
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Thus, successful implementation of strategy requires a planned
effort with commitment from all members of the organization,
not just from management. However, management must ensure
that the proper tools, support mechanisms, and lines of authority
exist within the organizational structure to implement the
strategy.

Evaluation and Control

Evaluation and control entails monitoring the organization’s
performance to ensure that the chosen strategy achieves the
desired objectives. The corporation evaluates and appraises
its mission, goals, objectives, strategies, and policies in light
of its dynamic and ever-changing environment. Thus, the
strategic management process goes full circle as a continuous
and repetitive cycle of vision, planning, implementing, and
evaluating. Evaluation is an essential function for validation
of the success or failure of management’s strategy. If results
are below expectations, the organization has the opportunity to
reassess its direction and, if necessary, alters the strategic plan.

Red Ocean vs Blue Ocean Strategy
Chan Kim & Renée Mauborgne coined the terms red and
blue oceans to denote the market universe.

Red oceans are all the industries in existence today — the
known market space, where industry boundaries are defined,
and companies try to outperform their rivals to grab a greater
share of the existing market. Cutthroat competition turns the
ocean bloody red. Hence, the term ‘red’ oceans.

Blue oceans denote all the industries not in existence today
— the unknown market space, unexplored and untainted by
competition. Like the ‘blue’ ocean, it is vast, deep, and powerful
— in terms of opportunity and profitable growth.
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The chart below summarizes the distinct characteristics of
competing in red oceans (Red Ocean Strategy) versus creating

a blue ocean (Blue Ocean Strategy).
RED OCEAN STRATEGY BLUE OCEAN STRATEGY
Compete in existing market space Create uncontested market space
Beat the competition Make the competition irrelevant
Exploit existing demand Create and capture new demand
Make the value-cost trade-off Break the value

Align the whole systern of a firm's ac Align the who of a firm's activities in

with its strategic choice of differentiation pursuit of differentiation and low cost

or low cost

& (han Kim & Renee Mauborgne. All rights reserved,

Fundamental Differences between Red Ocean strategy and
Blue Ocean Strategy

To sustain them in the marketplace, red ocean strategists focus
on building advantages over the competition, usually by
assessing what competitors do and striving to do it better. Here,
grabbing a bigger share of a finite market is seen as a zero-
sum game in which one company’s gain is achieved at another
company’s loss. They focus on dividing up the red ocean, where
growth is increasingly limited. Such strategic thinking leads
firms to divide industries into attractive and unattractive ones
and to decide accordingly whether or not to enter.

Blue ocean strategists recognize that market boundaries exist
only in managers’ minds, and they do not let existing market
structures limit their thinking. To them, extra demand is out
there, largely untapped. The crux of the problem is how to
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create it. This, in turn, requires a shift of attention from supply
to demand, from a focus on competing to a focus on creating
innovative value to unlock new demand. This is achieved via
the simultaneous pursuit of differentiation and low cost.

Under the blue ocean strategy, there is scarcely an attractive
or unattractive industry per se because the level of industry
attractiveness can be altered through companies’ conscientious
efforts. As market structure is changed by breaking the value-
cost trade-off, so are the rules of the game. Competition in the
old game is therefore rendered irrelevant. By expanding the
demand side of the economy, new wealth is created. Such a
strategy, therefore, allows firms to largely play a non—zero-sum
game, with high pay-off possibilities.

Shifting from Red to Blue Ocean

To successfully shift from red oceans of bloody competition
to blue oceans of new market space depends on three key
components:

THREE KEY COMPONENTS OF A SUCCESSFUL BLUE OCEAN SHIFT

A Blue Ocean Perspective

A successful blue
Humanness in the Process ocean shift

Market-Creating Tools
thG

@ Chan Kim & Renee Mauborgne. Al rights reserved,

050 HST - TH %9



Global Current Trends

In industries which are tending to grow, the current pattern of
competition is more focused on innovation. As we all see firms
nowadays not only want to be more competitive but also being
innovative is also noted in their future programs, beside tend to
stability rather than change is also another subject for the firm
that they may think about their firms" future and this may face
them to some limitation (Cleff and Rennings, 2011). However,
several books on strategic perception have emerged that share
an interest in the main factor for the firms is that to know and to
understand how to innovate and distinguish the current situation
to recruit innovation and entrepreneurship to make evolution in

their business or company.
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Role of the World Bank in Nepal's
Path to Prosperity

Chop Kanta Subedi’

The World Bank

The World Bank is an international financial institution
established in 1947 under the agreement at the United Nations
Monetary and Financial Conference at Bretton Woods, New
Hampshire (the Bretton Woods Agreement) in 1-22 July 1944. It
is the group of five independent institutions namely; International
Banks for Reconstruction and Development (IBRD),
International Development Association (IDA), International
Finance Corporation (IFC), Multilateral Investment Guarantee
Agency (MIGA) and International Centre for Settlement of
Investment Disputes (ICSID). The World Bank Group is one
of the world’s largest sources of funding and knowledge for
developing countries. The five institutions of the World Bank
Group share a commitment to reducing poverty, increasing
shared prosperity, and promoting sustainable development.

The World Bank Mission:

The missions of the World Bank are; to end extreme
poverty by reducing the share of global population that lives in
extreme poverty to 3 percent and, to promote shared prosperity
by increasing the incomes of the poorest 40 percent of people
in every country’.

The World Bank Funding
The World Bank Group works in every area of development
includingeducation, health, publicadministration, transportation,

* Deputy Director, Nepal Rastra Bank

'f' https://www.worldbank.org/en/who-we-are
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infrastructure, agriculture, financial sector and so on. It works
not only to build infrastructure for supporting economic growth,
but also supports for the human development. It provides a
wide range of financial products and technical assistance to the
member country with the ultimate goal of creating a world free
of poverty. It ensures that everyone even the world's poorest
people, sees the benefits of the economic growth and prosperity.
Since 1947, the World Bank has funded over 12,000 development
projects in its member countries, via traditional loans, interest-
free credits, and grants*. Of the five institutions of the World
Bank Group, IBRD provides financial development and policy
financing, IDA provides zero-to low-interest loans and grants,
IFC mobilizes private sector investment and provides advice,
MIGA provides potential risk insurance (guarantees) and ICSID
settles investment disputes.

Since the beginning, the World Bank has funded over one
trillion dollars for financing to reduce poverty and fostering the
prosperity to the world of which 99 countries have got country
specific projects and 148 investment projects are covering not
to any specific country but throughout the world. The following
are the detail of the total funding by the World Bank by 2023.

Lending Commitments (USD billions)
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Source: https://projects.worldbank.org/en/projects-operations/projects-home

i https://www.worldbank.org/en/what-we-do
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World Bank's Collaboration in Nepal

Nepal became member of the World Bank in September 06,
1961. After the membership, Nepal has been benefiting from
the World Bank in various forms of financial and technical
assistance. The first project financed by the World Bank in
Nepal was Telecommunication Project of commitment amount
of US$1.7 million in 1969. Since then, Nepal has got total of 204
development projects of total commitment amount of US$11.21
billion in various sectors. Out of the total investment projects
funded by the World Bank, 180 projects of total commitment
of US$8.6 billion are already completed and 24 investment
projects are active with total commitment amount of US$2.6
billion®.

As per the classification of the economies, Nepal is Least
Development Country (LDC), so Nepal is not eligible for
financing under the IBRD. Thus, in Nepal, the World Bank
Group includes only the IDA; the concessionary lending arm,
the IFC; the private sector arm and, the MIGA; the investment
risk insurance arm. Out of them, the IDA has high exposure in
investing in Nepal.

The development projects funded by the World Bank are
not only helping Nepal to reduce poverty and raise the standard
of living of the general people, but also helping to finance for
the development projects. These projects are also the milestone
for the infrastructure development as well as economic and
social development of the country. Date back to the historical
investment projects of the World Bank, all the projects from
1960s to 1970s were developmental projects. Most of the
projects in that time were related to highway construction,
telecommunication infrastructure, irrigation, water supply, hydro
power generation, and rural development including financial
sector (the establishment of Nepal Industrial Development
Corporation Project).

§ https://projects.worldbank.org/en/projects-operations/projects-
list?0s=0&countryshortname exact=Nepal
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In 1980s, the World Bank's funding has shifted its dynamism
which includes both infrastructure financing and human
development related projects. In that decade, the Bank focused
on financing for fostering the industrialization of Nepalese
economy meantime, the Bank increased financing for enhancing
the accesses to education, crop production and generation of
hydropower. The first ever highest funding project of the World
Bank in Nepal was Marsyangdi Hydropower Project of 69 Mega
Watt in 1984 in which the Bank had financed US$107 million.
In this decade, the Bank had provided technical assistance to
financial sector reform in 1983-84 immediate after the currency
crisis (Balance of Payment Crisis). The Structural Adjustment
Credit of US$50 million in 1987 and Structural Adjustment
Loan Project of US$60 million in 1987 have helped Nepal to
adopt liberalization and reform Nepal's financial sector.

In 1990s, the World Bank had funded US$609 in 17
investment projects mainly focusing in education, health
irrigation, road construction and the construction of transmission
lines. Onwards 2000s, the Bank focused on poverty reduction,
enhancing access to education, access to health services and
access to financing. In the decade of 2000s, the Bank funded 40
investment projects with total investment of US$1.34 billion of
which the projects of costs US$154 million were directly related
poverty reduction. Along with poverty reduction, education and
health sector reform were other main priorities of the Bank. In
this period, school sector reform and access programs were of the
total project cost US$326 million and health sector reform were
of total costs US$295 million. During this time, many schools
and health posts were established in Nepal. As a consequence,
the level of poverty was significantly lowered and access to
education and health services increased remarkably. Financial
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sector reform (2002-2004) is another significant contribution
of the World Bank in Nepal. Through Structural Adjustment
Program and Financial Sector Restructuring Program of the
Bank, Nepalese financial sector had been benefited in line of
making more resilient and sustainable.

Since the last two decades, along with poverty reduction,
the World Bank in Nepal is strengthening human development
and infrastructure financing. The remarkable project of the Bank
during this time was School Sector Reform Program Additional
Financing of US$1164 million in 2016 and subsequently the
Nepal School Sector Development Program of US$827 million
for reconstruction of ruined school buildings immediate after
the devastative earthquake in 2015. Also, the Bank had separate
Earthquake Housing Reconstruction Project of US$500 million.
More recently, the World Bank has approved School Sector
Transformation Program Operation of cost US$416.68 million.

The World Bank Partnership with Nepal

The World Bank Groups works in the member countries
under the Country Partnership Framework (CPF). Currently,
the World Bank Group partnership with Nepal is CPF 2019-
23 which focuses on federalism, private sector and inclusive
growth.

CPF 2019-23

The CPF covering the five-year period of 2019-23 came at
a time of historic transition in Nepal. The overarching goal is to
support Nepal’s new federal system that can deliver on higher
sustained growth for poverty reduction, inclusive development,
and shared prosperity. The implementation of CPF will need
to balance flexibility and the steady flows on the country’s
transition to federal state with the quest for higher and sustained
growth with poverty reduction and inclusive development.
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The CPF builds on country partnership strategy (CPS) and

additional analysis to identify new challenges and opportunities

in the covering period. The six action areas identified in the

Systematic Country Diagnostic (SCD) to reinforce Nepal’s

own development priorities. These are consistent with the

country’s long-term goal “Prosperous Nepal, Happy Nepali”

and its priorities under “Envisioning Nepal 2030 where by the

government seeks to achieve all SDGs and become an inclusive,

equitable and prosperous middle-income country with the spirit

of welfare state by 2030. The six action areas identified in the

SCD are:

1. Improving public institutions in a federal Nepal

2. Creating more and better jobs for all Nepalese

3. Productive and sustainable livelithoods from Nepal’s land,
forest and water

4. Equitable investments and use of human capital

5. Strengthening resilience to natural disasters and health
shocks

6. Getting more from international migration

The CPF 2019-23 broadly prioritizes the following three areas:

Focus Area 1: Strengthening public institutions
Strengthening public institutions for effective economic
management, service delivery, and public investment.

Focus Area 2: Private sector led jobs and growth
Generating more and better jobs through private sector-driven
growth, building on ongoing work to improve access to energy
and connectivity, regulatory environment and financial sector
stability.

Focus Area 3: Inclusion and diversity

Inclusion for the poor, vulnerable, and marginalized groups,
with greater resilience against climate change, natural disasters,
and other exogenous shocks.
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The World Bank Current Projects in Nepal

The World Bank is currently supporting 24 active investment
projects in Nepal with $2.4 billion commitment from IDA which
is about 5 percent of GDP of Nepal for the FY2022/23. The
following are the World Bank's ongoing investment projects in

Nepal.
Commitment
S.N. Project Title Amount
(USD million)

1 Nepal Quality Health Systems Program-for-Results 100.0

2 School Sector Transformation Program Operation 416.7
Dedicated Grant Mechanism for Indigenous Peoples

3 S 4.5
and Local Communities in Nepal

4 Accelerating Transport and Trade Connectivity in 75.0
Eastern South Asia — Nepal Phase 1 Project )

5 Digital Nepal Acceleration (DNA) Project 140.0

6 Water Sector Governance and Infrastructure Support 300
Project )
Second Additional Financing to Nepal COVID-

7 19 Emergency Response and Health Systems 18.0
Preparedness Project
Nurturing Excellence in Higher Education Program

8 61.7
for Results

9 Additional Financing: Nepal COVID-19 Emergency 75.0
Response and Health Systems Preparedness Project )
Nepal Emission Reductions Program in the Terai Arc

10 0.0
Landscape

11 Rural Enterprise and Economic Development Project 80.0

12 | Nepal Urban Governance and Infrastructure Project 150.0

13 Forests for Prosperity Project 24.0
Nepal Strategic Road Connectivity and Trade

14 . 450.0
Improvement Project
Nepal: COVID-19 Emergency Response and Health

15 . 104.0
Systems Preparedness Project

16 | Nepal Development Policy Financing with CAT DDO 50.0

17 Youth Employment Transformation Initiative Project 120.0

18 Nepal: Private Sector-Led Mini-Grid Energy Access 76
Project )

19 Second Bridges Improvement and Maintenance 133.0
Program
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20 | Food and Nutrition Security Enhancement Project 22.7
NP Modernization of Rani Jamara Kulariya Irrigation

21

Scheme - Phase 2

22 | Nepal Livestock Sector Innovation Project 80.0

Strengthening Systems for Social Protection and Civil

66.0

2 Registration Project 150.0
24 | Food and Nutrition Security Enhancement Project 11 0.0
Total 2,608.2

Source:https://projects.worldbank.org/en/projects-operations/projects-
list?0s=0&countryshortname_exact=Nepal

In addition to these active investment projects, IDA has
proposed 12 pipeline investment projects of commitment
amount of US$1.25 billion. Besides, IFC is funding for private
sectors in 9 investment projects with the current portfolio of
US$197 million. Similarly, IFC is mobilizing the total portfolio
of US$559 million in collaboration with other development
partners. Moreover, MIGA is seeking opportunities to support
foreign private investment in Nepal.

Besides financing investment projects, the World Bank
is supporting the government’s policy reforms in fiscal
management and the financial sector. Through development
policy financing, it has supported the restructuring of the banking
sector, strengthening banking sector's legal and regulatory
framework and improving transparency in the financial sector.
The World Bank is also financing the government’s programs for
healthcare reforms and education development including other
infrastructure development. Looking backward, there is hardly
any sector in Nepal for which the World Bank has not financed.
So, from the experience of six decades of collaboration of Nepal
with the World Bank, the Bank is supporting Nepal's development
initiatives and fostering Nepal's path to prosperity.
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Economic Growth:
Concepts and Determinants

Tika Ram Timilsina"
1. Background

In famous Nepali Episodic Poem (Khanda-Kavya) Muna
Madan, published in 1936, by Nepali great poet Laxmi Prasad
devkota, a wordily frustration is expressed by Muna - newly
married bride of madan - regarding the wealth as dirt of hands.
On other hand, Madan -husband of Muna- decided to set up
for Lasha, Tibet from Kathmandu for business to make his
fortune leaving his newly married wife and old age mother at
home. The similar is prevalent in Nepali society today. The
foreign employment is only options to finance survival for large
number of Nepalese labor force who enters into job market each
year. The existing G20 Asian countries such as South Korea
and Japan had somehow similar status like Nepal at present
during 1960s in terms of their GDP per capita. However, at
present, they stand as lucrative hub of employment for youths
of various countries including Nepal. How a country can turn
into rich and prosperous? It would be wise to have scrupulous
enquiry behind the growth trajectory of those country. Various
low hanging fruit is available to each country. The matter lies
around the inherent capacity to mobilize limited resources to
pluck maximum benefits.

The Gross domestic product (GDP) or GDP per capita is
widely used better proxy to know the economic status of any
country. It is evident from various study that if a country sustain
growth of 10 percent continuously for 10 years it's per capita
get double whereas if same growth sustained for thirty years per

* Deputy Director, Nepal Rastra Bank
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capita increases by tenfold. The growth achieved by China and
South Korea of the region is well relevant to the fact. In contrast,
Nepal's economic growth rate in last thirty years is mostly
below optimum and largely volatile. In this article, attempt is
made to briefly analyze the concepts of economic growth, make
brief discussion on need of growth, explore the determinants
of economic growth based on literature, Summary on growth
perspectives and end up with analyzing Nepal's future road map
for green, resilient and inclusive growth.

2. Concepts of Economic Growth

Economic growth is defined as the positive increase in size
of the economy of the country. It can also refer as the increase
in production of goods and services within economy in certain
period of time. The widely used proxy to represent the economic
growth is Gross Domestic Product (GDP) or GDP per capita. It
is measured in both nominal and real term. Nominal economic
growth refers to the increase in the rupee value of production over
time. This includes changes in both the volume of production
and the prices of goods and services produced. Real economic
growth implies increases in the volume produced only. It takes
away the effect of prices changing. It better reflects how much a
country is producing at a given time, compared with other points
in time. There are three different approaches for measuring GDP
such as Production, expenditure and income approach. This can
be shown as;

GDP is defined as Measurement Approach
) All three
The total value of Production Approach ~ GDP (P) approach has
oods and services
ﬁroduced in an Income Approach GDP (1) same value.

economy. Expenditure Approach  GDP (E)
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3. Why Growth Matters?

Harvard Economist Dani Rodrick in his publication "One
Economics, Many Recipes: Globalization, Institutions and
Economic Growth (2007)" stated profoundly that ‘Historically
nothing has worked better than economic growth in enabling
societies to improve the life chances of their members, including
those at the very bottom.

Two professors of Columbia University; Jagdish Bhagwati
and Arvind Panagariya published a book, "Why Growth Matters:
How Economic Growth in India Reduced Poverty and The
Lessons for Other Developing Countries" in 2013. The authors
try to explore the idea for lifting a great number of extremely
poor people out of poverty. They argue forcefully that only one
strategy will help the poor to any significant effect: economic
growth, led by markets overseen and encouraged by liberal
state policies. Their message for those who cares the effort to
eradicate poverty is more than just good intentions is to bring
economic growth.

Max Roser, 2021 published an article "what is economic
growth? And why it is so important?" mentioned that the goods
and services that we all need are not just there —they need to
be produced- and growth means that their quality and quantity
increases. He included the different measures of economic
growth such as tracking access to basic resource (Electricity,
water, sanitation and cleaning cooking fuel), people income and
the price of particular goods and services, measuring the real
income (nominal income/price of goods and services), Global
poverty and growth and GDP per capita. He reported that with
the increase in global growth there is significant reduction of
extreme poverty.
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Above mentioned literature well defended the role of
economic growth on combating poverty. The British institution
Department for international development (DFID) published
a book, "Growth: Building jobs and prosperity in developing
countries", has mentioned the following advantages of economic
growth;

i.  Growth helps people move out of poverty: China alone
has lifted 450 million people out of poverty since 1979.
The evidence shows that rapid economic growth of china
between 1985 and 2001 was crucial for enormous reduction
of the poverty. India also experienced significant fall in
poverty since 1980s. This is possible due to impressive
growth of India after the period.

ii. Growth transforms society: Economic growth is believed
to be associated with inequality in the society. However, if
inequality increases alongside the growth it is unfair to say
the poor people will fail to benefit. Only they will benefit
less from other households. Curbing the initial inequality
of assets such as land and education, income inequality
no longer seems to play role in expanding or reducing the
opportunities for growth. The famous Kuznets curve better
explains the phenomenon.

iii. Growth create jobs: Economic growth generates job and
hence higher demand of labor. Jobless growth is the major
challenge facing by some countries in the world. However,
the estimate between 1999 and 2003, shows that for every
1 percentage point additional increase in GDP, the total
global employment grew by 0.30 percentage points.

iv. Growth drives human development: Economic growth is
not just associated with reducing poverty. There are several
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evidences for positive link between economic growth and
broader measures of human development such as, become
healthier, eat better and live longer.

v. Improved health and education through growth: The
evidence from India shows that a 10 percent increase in
GDP is associated with decrease in infant mortality between
5 and 7 percent. Similarly, the school enrollment in primary
and secondary level is positively associated with higher per
capita income.

4. Determinants of Growth

Economic growth is mainly derived by investment in capital
and labor and enhancing factor productivity by decoupling
through innovation and technological absorption. It is not fair to
keep all the countries into the same basket since there is diverse
history, endowments and current growth conditions. There is
no 'one right answer' for policy to drive the growth. However,
some common elements can list based on theories and cross-
country experiences. The same DFID publication mentioned
above has explained the eight different essential elements for
strong economic growth. They are listed as;

i.  Physical Capital: This refers to investment in plant,
machinery, raw materials, etc. This requires the financial
capital. Countries that have achieved sustainable growth are
able to tap both domestic and foreign capital significantly
in proportion of their GDP.

ii. Human Capital: This implies for the investment in
education and skills. Basic education is widely accepted as
the fundamental condition for reducing poverty. However,
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1v.

Vi.

Vil.

there are evidences stating that secondary and higher
education are more prominent to achieve long term growth
and increase income level.

The rule of law: Political instability, corruption and crime
can make investment unattractive. Strong property rights
spurs growth. Cost of legal enforcement of contracts and
compliance are also associated with the profitability of the
business and hence impact the investment.

Competitive markets: It is crucial to ensure business to
enter and exit from the market easily. Government must
ensure it doesn't reduce open and fair competition at
any circumstances. Competitive markets offer good and
services to consumers in low cost and with high quality.

Macroeconomic stability: Investors usually considers the
expected rate of return from their investment considering the
risk they have taken. A stable macroeconomic environment
is imperative to minimize the risk on investment. It includes
low and stable inflation, sound public finance management,
dismal exchange rate risk, etc.

Infrastructure: Investors urges for access to skills, labor,
capital, raw materials and to the market. The lower cost of
transport and energy are positive forces to boost investment
and hence growth. In addition to transport, communication
is another crucial component to boost investment since it
allows for sharing of information.

Openness to trade and investment: It is crucial to integrate
domestic economy with global market in order to achieve
the desired growth. This allows for cross boarder movement
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of skills, technology, capital and managerial competency.
This aids for the promote competition and hence enhances
the factor productivity.

Higher agriculture productivity: The least develop and
developing economies are largely dominated by the
subsistence agriculture. This sector usually has low level
of productivity due to various reasons such as traditional
method of production, high cost of inputs, inadequate
adoption of technology, etc. To attain the significant growth,
itis crucial to enhance the productivity of agriculture sector.
To tap the opportunities given by technological innovation
is the only available option to enhance to productivity of
this sector.

5. Growth Perspectives

The major work on economic growth started from twentieth

century. The 18th century Scottish philosophers also known

as father of modern economics who wrote wealth of nation in

1776. His idea is been much popular in 20th century writers,

philosophers and economists. Several theories and models

have been published associated with the economic growth from

various scholars. They can be grouped under following;

1.

Classical growth theory

Adam Smith and David Ricardo are the influential
economist contributing for classical theory. According to
them, economic growth is limited or stop due to increasing
population or limited resources. Economist has strong
assertion that over population yield no benefit to the
society. The most profound impact of this theory lies on its
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ii.

iil.

guidance to the government for incentivizing investment
and innovation. Nonetheless, classical theory is criticized
for their ignorance on role of technology. It also undermined
the role of trade unions in wage determination.

Neo classical growth theory

The simplest and most popular version of Neo-classical
growth theory is the model that has been proposed by
Robert Solow and Trevor Swan also name as Solow-Swan
growth model. This model is also known as exogenous
growth model which attempts to explain the long-run
economic growth of the economy. This is the extension
of Harrod-Domar growth model. It dropped the restrictive
assumption of only capital contributes for economic growth
as put forward by Harrod and Domar in their model as long
as there is additional labor to use all capital. It takes into
consideration at capital accumulation, labor or population
growth and increased in productivity which is largely
driven by technological progress as the driver of long-term
economic growth.

Endogenous growth theory

The notable economist contributing for endogenous
growth theory are Kenneth Arrow, Paul Romer, Robert
Lucas, Sergio Rebelo, etc. The basic idea behind this
theory is that, economic growth is the result of endogenous
factor rather than exogenous. According to the theory, the
major determinants for economic growth are investment in
human capital, innovation as well as knowledge. It stressed
on positive externalities and spillover effects of knowledge
based economy which ultimately results economic

development.
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6. Growth Trajectory of Nepal

The average growth rate of Nepal in last 10 years is below
5 percent. Nepalese economic growth keeps fluctuating and
volatile. The contribution of agriculture sector is declining
over the period and dependence on monsoon still prevails. The
manufacturing sector has almost constant contribution during
the period. The trade and service sector contribute on an average
of 63 percent. The 15" periodic plan set target to achieve double
digit growth in the plan period. However, it is cumbersome for
government to meet the target set in annual budget each year.
Enhancing productivity of the Nepalese economy is pivotal to
contribute on the growth. The job-less growth is often a big
challenge to various countries. Due to low competitiveness in
production of goods, it may be difficult for Nepal to achieve the
export-led growth. The emphasis can laid on areas of competitive
and comparative advantage.

Real GDP growth rate (%)
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Sowree: Central Statistics office, 2023

The paradigm shift from make in Nepal to make for Nepal
would be the beginning for the country by producing goods
and services for internal consumption. This will reduce the
dependence on excessive imports for basic commodities. The
attempt must be taken to enhance consumption of electricity
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domestically to realize the multiplier effect. The investment
in quality infrastructure for better connectivity, human capital
development, activities to promote research and development,
revisiting laws and procedures hindering entrepreneurship
development and tap the opportunities brought by digital
revolution are major areas to focus in order to tap the growth
potentials. Above all, the confidence of private sector and
citizen upon the state organs is much crucial to foster economic
growth of any country. This demands for the co-movement of
legal cycle and prosperity cycle in similar fashion.

7. Conclusion

It is now well understood that economic growth is basic
fundamental for prosperity of any nation. Its prominent role
in poverty reduction and job creation has significant impact
in socio-economic transformation of the society. Economic
growth is good and growth with stability is better. Being over
ambitious for growth is often detrimental since it may invite
macroeconomic instability. Similarly, curbing inequality is
equally importantalong with to subduethenegative consequences
on environment and climate while being voracious to growth.
Nonetheless, growth must be linked to development of human
capability in order to make it sustainable. There is wide debate
regarding improving governance in Nepal nowadays. If this
could achieve, it will spur the growth and hence development.
This would ultimately supports for ensuring social justice or
equality. In nutshell, today's global society demands for green,
resilient and inclusive growth which can support to each
individual to experience the life as they value for.
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FATF Recommendations and
Methodology for Assessing Compliance
with AML/CFT Standards

Abhiyan Upadhyay*

The Financial Action Task Force (FATF), an inter-
governmental body that sets international standards on measures
to combat money laundering and terrorist financing, was
established in July 1989 by a Group of Seven (G-7) Summit
in Paris, initially to examine and develop measures to combat
money laundering. In October 2001, the FATF expanded its
mandate to incorporate efforts to combat terrorist financing,
in addition to money laundering. In February 2012, it added
efforts to counter the financing of proliferation of weapons of
mass destruction.

There are 39 full members of FATF, comprising 37
jurisdictions and 2 regional organizations (European
Commission and Gulf Cooperation Council). Nepal is not one
of the members of FATF. However, there are 9 FATF Style
Regional Bodies (FSRBs) that are associate members of the
FATF. One such regional body is Asia/Pacific Group on Money
Laundering (APG). Nepal is a member of the APG since June
2002 and APG conducts regular review of AML/CFT regime of
its member jurisdictions that it adopts in its annual meeting.

Mutual evaluations are in-depth country reports analyzing the
implementation and effectiveness of measures to combat money
laundering and terrorist financing. A mutual evaluation report
provides an in-depth description and analysis of a country’s Anti-
Money Laundering and Combating the Financing of Terrorism
(AML/CFT) system. It is a sought-after document to understand

* Deputy Director, Nepal Rastra Bank
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AML/CFT regime of a country. However, to standardize
the AML/CFT framework and requirements, a uniform
set of recommendations are necessary. Also, methodology
for assessing compliance with AML/CFT standards is also
essential. This article tries to delve into brief history of FATF
Recommendations and Methodology for assessing compliance
with AML/CFT standards.

History of Recommendations by FATF

The original FATF Forty Recommendations were drawn
up in 1990 as an initiative to combat the misuse of financial
systems by persons laundering drug money. In 1996 the
Recommendations were revised for the first time to reflect
evolving money laundering typologies and mentioned two-
pronged approach: an annual self-assessment exercise and the
more detailed mutual evaluation process under which each
member country would be subject to an on-site examination.
Post 9/11, in October 2001, the FATF expanded its mandate to
deal with the issue of the financing of terrorism, and took the
important step of creating the Eight Special Recommendations
on Terrorist Financing. In July 2002, AML/CFT was added to
the list of areas where standards and codes were useful to the
operational work of the International Monetary Fund (the IMF)
and the World Bank and the FATF 40+8 Recommendations were
endorsed as the associated standard. This endorsement gave
FATF a monopoly to set the standards on AML/CFT regime.
The continued evolution of money laundering techniques
led the FATF to revise the FATF standards comprehensively
in June 2003. In October 2004, the FATF published a ninth
Special Recommendation, further strengthening the agreed
international standards for combating money laundering and
terrorist financing- the 40+9 Recommendations.
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In February 2012, the FATF completed a thorough review of
its standards and published the revised FATF Recommendations.
This revision was intended to strengthen global safeguards and
further protect the integrity of the financial system by providing
governments with stronger tools to take action against financial
crime. They have been expanded to deal with new threats such
as the financing of proliferation of weapons of mass destruction,
and to be clearer on transparency and tougher on corruption. The
Nine Special Recommendations on terrorist financing have been
fully integrated with the measures against money laundering,
ultimately resulting in 40 FATF recommendations. Since then,
FATF recommendations have been updated on a regular basis,
the recent being February 2023.

History of Methodology for Assessing Compliance with
AML/CFT standards

The IMF and the World Bank took a leading role in the
development of the Methodology for Assessing Compliance
with AML/CFT standards and it was subsequently endorsed by
the FATF and anumber of FSRBs, ensuring that the methodology
would be used by a variety of international bodies conducting
complementary work in this area. Efforts on the preparation
of the methodology for assessing compliance with AML/CFT
Standards began in July 2001 when the staff of the IMF and the
World Bank met with representatives from the FATF. The FATF
Secretariat, in close collaboration with Fund and Bank staff and
other standard setters produced the draft comprehensive and
integrated methodology of the draft methodologies on June 12,
2002. On September 4, 2002, the draft of the comprehensive and
integrated AML/CFT methodology was circulated to the IMF
Executive Board for information and comments according to the
timetable for the completion of a comprehensive methodology
by the time of the Annual Meetings of the IMF and the World
Bank and to receive endorsement from the FATF at the plenary

050 AT - 49 R4



for October 911, 2002. In October 2002, the FATF endorsed
the comprehensive and integrated methodology and agreed
to participate in the 12-month pilot program of assessments
together with the IMF and the World Bank. The FATF agreed
that the new methodology would be used for its future mutual
evaluations.

Methodology for Assessing Compliance with the FATF 40
Recommendations and the FATF Nine Special Recommendations
was published by the FATF on 27 February 2004 owing to the
comprehensive revision of FATF recommendations in June
2003. The document was updated in February 2005 after the
incorporation of the ninth Special Recommendation in October
2004.

Following the integration of Nine Special Recommendations
into the original 40 Recommendations in February 2012, the
methodology was comprehensively revised in February 2013 as
Methodology for Assessing Technical Compliance with the FATF
Recommendations and the Effectiveness of AML/CFT systems.
Revised methodology sets out the criteria for assessing technical
compliance with each of the 40 FATF Recommendations and
sets out the outcomes, indicators, data and other factors used
to assess the effectiveness of the implementation of the FATF
Recommendations measured through 11 Immediate Outcomes.
The technical compliance assessment addresses the specific
requirements of the FATF Recommendations, principally as
they relate to the relevant legal and institutional framework of
the country, and the powers and procedures of the competent
authorities. Measurement of effectiveness compliance seeks
to assess the adequacy of the implementation of the FATF
Recommendations and identifies the extent to which a country
achieves a defined set of outcomes that are central to a robust
AML/CFT system. Since 2012, the methodology has been
updated on a regular basis, the recent being June 2023.
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The Old and the New FATF Recommendations
The older 40+9 FATF recommendations had the following
recommendations:

40 RECOMMENDATIONS
Recommendation 1- ML Offense
Legal Recommendation 2- ML Offense- mental element and
systems corporate liability

Recommendation 3- Confiscation and provisional measures
Recommendation 4- Secrecy laws consistent with the
recommendations

Recommendation 5- Customer due diligence

Recommendation 6- Politically exposed persons

Recommendation 7- Correspondent banking
Recommendation 8- New technologies and non-face to
face business

Recommendation 9- Third parties and introducers

Recommendation 10- Record keeping

Recommendation 11- Unusual transactions
Recommendation 12- Designated Non-Financial Business
or Professions (DNFBPs)- R.5.6.8-11

Recommendation 13- Suspicious transaction reporting

Recommendation 14- Protection and no tipping off

Preventive

measures | Recommendation 15- Internal controls, compliance and audit

Recommendation 16- Designated Non-Financial Business
or Professions (DNFBPs)- R.13-15 and 21

Recommendation 17- Sanctions

Recommendation 18- Shell banks

Recommendation 19- Other forms of reporting

Recommendation 20- Other Non-Financial Business or
Profession and secure transaction techniques

Recommendation 21- Special attention for higher risk countries

Recommendation 22- Foreign branches and subsidiaries

Recommendation 23- Regulation, supervision and monitoring

Recommendation 24- Designated Non-Financial Business
or Professions (DNFBPs)- regulation, supervision and
monitoring

Recommendation 25- Guideline and feedback
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Recommendation 26- The Financial Intelligence Unit (the FIU)

Recommendation 27- Law enforcement authorities

Recommendation 28- Powers of competent authorities

Institutional | Recommendation 29- Supervisors

and other Recommendation 30- Resources, integrity and training

IUEASUNES Recommendation 31- National cooperation

Recommendation 32- Statistics

Recommendation 33- Legal persons- beneficial owners

Recommendation 34- Legal arrangements- beneficial owners

Recommendation 35- Conventions

Recommendation 36- Mutual Legal Assistance

. Recommendation 37- Dual criminality
International

Recommendation 38- Mutual Legal Assistance on

co-operation . >
confiscation and freezing

Recommendation 39- Extradition

Recommendation 40- Other forms of cooperation

9 SPECIAL RECOMMENDATIONS

Special Recommendation I- Implement UN Instruments

Special Recommendation II- Criminalize terrorist financing

Special Recommendation I1I- Freeze and confiscate terrorist assets

Special Recommendation V- Suspicious transaction reporting

Special Recommendation V- International cooperation

Special Recommendation VI- AML/CFT requirements for money/ value
transfer services

Special Recommendation VII- Wire transfer rules

Special Recommendation VIII- Nonprofit organizations

Special Recommendation IX- Cross-border declaration and disclosure
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40 FATF recommendations that were comprehensively revised
in 2012 and updated since then, are as follows:

Recommendation 1- Assessing risks and
AML/CFT Policies applying a risk-based approach

and Coordination Recommendation 2- National cooperation and
coordination

Recommendation 3- Money laundering offence

Money Laundering

and confiscation Recommendation 4- Confiscation and

provisional measures

Recommendation 5- Terrorist financing offence

Recommendation 6- Targeted financial sanctions
related to terrorism and terrorist financing
Recommendation 7- Targeted financial
sanctions related to proliferation

Terrorist financing
and financing of
proliferation

Recommendation 8- Non-profit organizations

Recommendation 9- Financial institution
secrecy laws

Recommendation 10- Customer due diligence

Recommendation 11- Record keeping

Recommendation 12- Politically exposed
persons (PEPs)

Recommendation 13- Correspondent banking

Recommendation 14- Money or value transfer
services (MVTS)

Recommendation 15- New technologies

Recommendation 16- Wire transfers

Preventive measures | p..ommendation 17- Reliance on third parties

Recommendation 18- Internal controls and
foreign branches and subsidiaries

Recommendation 19- Higher risk countries

Recommendation 20- Reporting of suspicious
transactions

Recommendation 21- Tipping off and confidentiality

Recommendation 22- Designated Non-
Financial Business or Professions (DNFBPs)-
Customer due diligence

Recommendation 23- Designated Non-Financial
Business or Professions (DNFBPs)- Other measures
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Transparency and
beneficial ownership
of legal persons and
arrangements

Recommendation 24- Transparency and
beneficial ownership of legal persons

Recommendation 25- Transparency and
beneficial ownership of legal arrangements

Powers and
responsibilities

of competent
authorities and
other institutional
measures

Recommendation 26- Regulation and
supervision of financial institutions

Recommendation 27- Power of supervisors

Recommendation 28- Regulation and
supervision of Designated Non-Financial
Business or Professions (DNFBPs)

Recommendation 29- Financial Intelligence
Units (FIUs)

Recommendation 30- Responsibilities of law
enforcement and investigative authorities

Recommendation 31- Power of law
enforcement and investigative authorities

Recommendation 32- Cash couriers

Recommendation 33- Statistics

Recommendation 34- Guidance and feedback

Recommendation 35- Sanctions

International co-
operation

Recommendation 36- International instruments

Recommendation 37- Mutual legal assistance

Recommendation 38- Mutual legal assistance:
freezing and confiscation

Recommendation 39- Extradition

Recommendation 40- Other forms of
international cooperation

The Old and the New FATF Methodology for Assessing
Compliance with AML/CFT Standards

In the older version (before February 2013) of the FATF
methodology for assessing compliance with AML/CFT
standards, essential criteria and additional elements were
provided in the methodology for assessing compliance with
AML/CFT standards. Each 40+9 recommendation had essential
and additional criteria, which were evaluated to assign an
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appropriate rating. There were 215 essential criteria and 38
additional criteria in total amounting a total of 253 criteria.

In the newer version (after February 2013 and updated
since then) of the FATF methodology for assessing compliance
with AML/CFT standards, two evaluations take place. First,
technical compliance evaluation for FATF recommendations
and second, the effectiveness evaluation of compliance of
AML/CFT standards. Technical compliance has 256 criteria
for 40 recommendations, ranging from 1 to 20 criteria in
each recommendation, and each recommendation is rated as
follows:

Compliant (C)- There are no shortcomings

Largely Compliant (LC)- There are only minor shortcomings
Partially Compliant (PC)- There are moderate shortcomings
Non-compliant (NC)- There are major shortcomings

Not applicable (NA)- A requirement does not apply, due to
the structural, legal or institutional features of a country.

AP

Similarly, the effectiveness of compliance of AML/CFT
standards is measured based on 11 immediate outcomes with
questions on Core Issues ranging from four to six questions
per immediate outcome totaling 55 questions in 11 immediate
outcomes. The effectiveness of compliance with AML/CFT
standards is rated as follows:

1. High level of effectiveness- The Immediate Outcome is
achieved to a very large extent. Minor improvements needed.

2. Substantial level of effectiveness- The Immediate Outcome is
achieved to a large extent. Moderate improvements needed.

3. Moderate level of effectiveness- The Immediate Outcome
is achieved to some extent. Major improvements needed.

4. Low level of effectiveness- The Immediate Outcome is not
achieved or achieved to a negligible extent. Fundamental
improvements needed.
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11 Immediate Outcomes that measure the Effectiveness of
AML/CFT systems are as follows:

1.

Immediate Outcome 1- Risk, policy and coordination
Money laundering and terrorist financing risks are
understood and, where appropriate, actions coordinated
domestically to combat money laundering and the financing
of terrorism and proliferation.

Immediate Outcome 2- International Co-operation
International cooperation delivers appropriate information,
financial intelligence, and evidence, and facilitates action
against criminals and their assets.

Immediate Outcome 3- Supervision

Supervisors appropriately supervise, monitor and regulate
financial institutions, DNFBPs and VASPs for compliance
with AML/CFT requirements commensurate with their
risks.

Immediate Outcome 4- Preventive measures

Financial institutions, DNFBPs and VASPs adequately
apply AML/CFT preventive measures commensurate with
their risks, and report suspicious transactions.

Immediate Outcome 5- Legal persons and arrangements
Legal persons and arrangements are prevented from
misuse for money laundering or terrorist financing, and
information on their beneficial ownership is available to
competent authorities without impediments.

Immediate Outcome 6- Financial Intelligence
Financial intelligence and all other relevant information
are appropriately used by competent authorities for money
laundering and terrorist financing investigations.
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10.

I1.

Immediate Outcome 7- Money laundering investigation
and prosecution

Money laundering offences and activities are investigated
and offenders are prosecuted and subject to effective,
proportionate and dissuasive sanctions.

Immediate Outcome 8- Confiscation
Proceeds and instrumentalities of crime are confiscated.

Immediate Outcome 9- Terrorist financing investigation
and prosecution

Terrorist financing offences and activities are investigated
and persons who finance terrorism are prosecuted and subject
to effective, proportionate and dissuasive sanctions.

Immediate Outcome 10- Terrorist financing preventive
measures and financial sanctions

Terrorists, terrorist organisations and terrorist financiers
are prevented from raising, moving and using funds, and
from abusing the NPO sector.

Immediate Outcome 11- Proliferation financing financial
sanctions

Persons and entities involved in the proliferation of weapons
of' mass destruction are prevented from raising, moving and
using funds, consistent with the relevant UNSCRs.

Nepal's Assessment

Mutual Evaluation of Nepal took place in 2005, 2011

and 2023. The status of the 2005 assessment against 40+8
Recommendations of Nepal in the Mutual Evaluation Report

has been summarized below:
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S.N.

Rating

Recommendations

Total

Number
1 | Compliant - 0
o | Larsely 4, 18,28, 33 4
Compliant
3 Partially 3, 29, 30, 31, 35, SR 2
Compliant VI, SR VII, SR VIII
1,2,5,6,7,8,10, 11,
12, 13, 14, 15, 16, 17,
. 19, 20, 21, 23, 24, 25,
4 | Non-Compliant 26, 27. 32. 36, 37. 38. 33
39,40,SR I, SRII, SR
I, SR IV, SR V
5 | Not Applicable 9,22, 34 3
Total 48

The status of the 2011 assessment against 40+9 Recommendations
of Nepal in the Mutual Evaluation Report shows the following:

. . Total
S.N. Rating Recommendations Number
1 | Compliant 19 1
Largely 4, 20, 28 3
Compliant
3 | Partially 1,2,10, 13, 26, 27, 29, 10
Compliant 30, 31, 32
4 | Non-Compliant | 3,5,6,7,8, 11, 12, 14, 33
15, 16, 17, 18, 21, 23,
24, 25, 33, 34, 35, 36,
37, 38,39,40,SR I, SR
II, SR III, SR IV, SR
V, SR VI, SR VII, SR
VIII, SR IX
5 | Not Applicable | 9,22 2
Total 49
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Nepal's recent assessment in 2023 against the comprehensively
revised FATF recommendations (2012) using the recent
methodology shows the following results.

Technical Compliance

B . Total
Rating Recommendations Number
Compliant 11, 20, 21, 27, 29 5
Largely Compliant 3,4,5,9,12, 13, 14, 16
16, 17, 18, 30, 32, 33,
35, 36,37
Partially Compliant 1,2,6,10,19, 22, 23, 16
24, 25, 26, 28, 31, 34,
38,39, 40
Non-Compliant 7,8, 15 3
Not Applicable -
Total 40

Effectiveness of AML/CFT System

Rating Immediate Total
Outcomes Number
High Level of Effectiveness - 0
Substantial Level of Effectiveness - 0
Moderate Level of Effectiveness 1,2,6,7 4
Low Level of Effectiveness 3,4,5,8,9, 7
10, 11
Total 11
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How Much International Reserves Does

a Country Need?’
Mukesh Sah'
Introduction
The adequacy of international reserves draws contentious
debate among economists, policy makers, and the public alike and
remains a challenging issue at least in developing and emerging
market economies. Reserve custodians approach the topic with
a conservative neo-mercantilist view that seeks to amass larger
international reserves. Frequently, this fear mongering that goes
beyond rationale leads to the accumulation of reserve assets that
are way over the optimal level. Additionally, custodians draw
parallels to past crises or other countries’ experiences even if
the underlying causes, economic structure, and circumstances
at times and between countries drastically differ. Reserves are
held to smooth domestic consumption/absorption in response
to external shocks. But repeatedly, custodians forget the (very)
purpose of holding the reserve assets and preemptively adopt
strict capital control measures at the onset of external shocks to
stop drawing down on reserves. Collectively, these practices are
proven to impose large costs on the economy and welfare of the
citizens (Levy-Yeyati and Gomez, 2020).

This article aims to debunk some common misconceptions
surrounding international reserves adequacy. First, reserves
assets are defined and reasons to hold them are discussed.
Subsequently, the opportunity costs of holding reserves and
indicators of reserve adequacy and vulnerabilities they focus
on are reviewed. Lastly, structural differences between Nepal
and neighboring states facing external shocks are argued and a
conclusion is reached.

* The views expressed here are solely of the author and do not necessarily
correspond to those of the author’s employer.
1 Assistant Director, Nepal Rastra Bank
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What are International Reserve Assets?

International reserve assets are financial assets held or
controlled by the central banks or monetary authorities that
are fully and readily acceptable for international payments
against the rest of the world (Pugel, 2016). These are accepted
by international trading partners as payment for goods and
services and by international creditors for repayment. The
International Monetary Fund (IMF) defines “reserve assets" as
"external assets that are readily available to and controlled by
the monetary authorities for meeting the balance of payments
financing needs, for intervention in exchange markets to affect
the currency exchange rate, and for other related purposes" (IMF,
2009).F Other related purposes include defending the currency
peg (in a fixed exchange rate regime), maintaining confidence
in the domestic currency and economy and serving as a basis for
foreign borrowing (IMF, 2013).

Reserve assets can be segregated into official reserve assets
and reserves with Banks and Financial Institutions (BFIs).
SOfficial reserve assets are held by the central bank. Official
reserve assets comprise gold, foreign currency balances, and
foreign assets denominated in widely acceptable foreign
currencies. In addition to these, claims on the IMF and holdings
of special drawing rights (SDRs), a reserve asset created by the

1 The balance of payments (BOP) encompasses international trade and
financial/investment transactions between residents of that country and
the rest of the world during a given period. Summary of balance of
payments generally includes the current account, the capital account and
the financial account (including changes in official international reserves).
A country’s international investment position (IIP) shows its stocks of
international assets and liabilities at a moment in time. These stocks are
changed by the flows of private and official assets measured in the balance
of payments.

§ Countries that do not have significant capital controls usually
define international reserve assets and official reserve assets (ORA)

synonymously.
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IMEF, are also part of the official reserve assets. Foreign assets
held by BFIs subject to the central bank’s control such as foreign
currencies and deposits are also considered reserves.

Motives to Accumulate International Reserves

The precautionary or self-insurance motive involves holding
ample international reserve buffers enabling a country to
withstand a sudden fall in foreign currency inflows or large
and volatile capital outflows without adverse implications for
the economy (BNM, 2020). The need for external liquid assets
could arise from external liabilities, current account variables
such as imports and factor payments, and the potential for capital
flight. Reserves are meant to lower the probability of a BOP
crisis, smooth consumption during a crisis, and mitigate the fall
in output. Countries following a fixed exchange rate regime
hold reserves as a tool to maintain the exchange rate. Besides,
some reserves are necessary to facilitate a smooth and orderly
domestic foreign exchange market even in flexible exchange
rate regimes.

International reserves must be seen as short-term safety nets
or cushions against potential balance of payments needs since
they cannot provide a long-term cover or solution to structural
or persistent BOP problems. Furthermore, it should be noted
that reserve assets are only one part of a country's defenses
against shocks. Other types of reserve substitutes include
contingent credits such as flexible credit lines and emergency
credit from the IMF, central bank swap lines, and funding from
international financial institutions such as the World Bank.
Adequacy should be considered against total resources that
provide contingent protection. Moreover, a sound and prudent
macroeconomic policy that reduces a country’s vulnerability
cannot be substituted with excess reserves forever.
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Costs of Holding Reserves

Holding reserves is costly due to the opportunity cost
of holding these assets and sterilization costs incurred to
accumulate reserves. Returns on highly liquid and conservative
reserve assets (free of credit risk) are extremely small compared
to other foreign assets and public debt issued in the process
of sterilization. To the extent that international reserves are
purchased with external debt, a country incurs an opportunity
cost equal to the cost of external borrowing. The net cost to the
economy is the spread between the yield on liquid international
reserve assets and the external cost of funds, representing
a difference of several percentage points. Moreover, with
each additional increment of international reserves, the home
economy experiences an equivalent loss of resources to foreign
entities. This diminishes the private sector's capacity to invest
(i.e., gross fixed capital formation is affected), as it is left holding
additional government securities—assuming the central bank,
in a sterilization operation, finances the reserve assets through
the sale of government securities—equal in magnitude to the
increase in reserves.

Further, excessive reserve accumulation can potentially be
distortionary to the economy. It can cause under-investment in
the domestic sector and thus hamper the growth of a country
as reserves essentially remain idle (essentially acting as an
extraction from the economy). The build-up of reserves tends
to be associated with distortions, costs and risks that outweigh
the benefits over the medium run (Bini Smaghi, 2010). Rodrik
(2006) estimated that, for emerging market economies, holding
reserves beyond what is necessary for three months of import
cover results in an income loss proportionate to 1% of GDP.
Hence, the significant costs of holding excessive reserves
make it important for countries to understand adequate versus
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excessive levels of reserves. Considering the detrimental
effects of excessive reserves, it is important to focus on prudent
macroeconomic policies as a means of limiting external
shocks rather than increasing reserves beyond adequate levels.
Strengthening policy is the most direct path to limiting risks that
require reserves. Sometimes, reserve accumulation can provide
a false sense of security that may delay the adoption of prudent
policies and necessary reforms.’

Traditional Indicators and Related Vulnerabilities
Traditional indicators of international reserve adequacy are
easy to understand and based on simple rules of thumb. These
metrics focus on a particular aspect of vulnerability and may
not cover all the prospective balance of payment shocks but
significantly improve communication and transparency.

Import Cover

Import cover is the most widely used and reported metric of
reserve adequacy. It measures a country’s ability to finance its
prospective imports if all other inflows are halted. IMF defines
this measure as “the number of months imports can be sustained
should all inflows such as export revenue and external financing
cease” (IMF, 2011). The metric is obtained by dividing the
stock of international reserves by the average monthly imports.
Generally, three months’ coverage is used as a benchmark.
However, country-specific factors affect optimal import cover.
For fixed exchange rate regimes, commodity exporters, and
fragile states, three months of imports could be inadequate,
reflecting their greater vulnerability.

§| For a comprehensive coverage of the costs of holding international re-
serves see Levy-Yeyati, E. and Gomez, J. F. (2020) 'The cost of hold-
ing foreign exchange reserves', Asset Management at Central Banks and
Monetary Authorities: New Practices in Managing International For-
eign Exchange Reserves, pp. 91-110.
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Import cover metric might seem straightforward. But make
no mistake, it involves intricate details and some unreasonable
assumptions. First, the assumption of complete cessation of
foreign exchange inflows seems too rigid. Even for countries
facing the worst form of BOP crisis, some external inflows are
always available such as factor income receipts and transfers
from abroad. The assumption might be reasonable for only a
few commodity exporter countries having export receipts as a
substantial source of inflows with small capital and financial
account inflows (IMF, 2011). Further, for developing countries
that have a larger number of citizens aboard as migrant workers
such as Nepal or the Philippines where current accounts
comprise large amounts of remittance receipts, a complete halt
of remittance inflows is distant. It could only be reasonable to
assume that current account inflows except workers’ remittances
and pensions such as foreign aid inflows and export receipts

would halt at the time of external shock.

The second issue involves discrepancies between the
definition of reserves prescribed by the IMF and that adopted
by countries. For instance, countries that have a minimal degree
of capital control (measures) do not include gross foreign assets
with the BFIs within the definition of international reserves.
Countries following this practice report the import cover using
the official reserve assets as total international reserves. Nepal
too has adopted a distinct definition of reserves. As, the official
import cover metric, set as a target in the Monetary Policy and

reported exclusively in publications, does not include Gold,
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Special Drawing Rights (SDR), and IMF Gold Tranche, as part
of foreign reserves. The practice of excluding these assets while
communicating reserves adequacy seems unconventional.
These assets are within the control of monetary authorities and
are readily available to meet the balance of payments financing
needs. Ergo, they meet the criteria for classifying assets as
international reserves. SDR can be withdrawn at the time of
need or can act as collateral for credit. Similarly, gold reserves
could be sold or exchanged for other currencies or used to
finance imports.*:k In a world where examples of countertrade
are widespread, mostly to avoid sanctions, assuming gold could
not be useful in an external shock scenario seems unreasonable.
Concerns surrounding gold being a less liquid asset that may
lose its value in a fire sale could be addressed using appropriate
haircuts.

Lastly, the method employed to construct average monthly
imports also plays a crucial role in the calculation of the import
cover. Average monthly import figures should be the best possible
estimate of the prospective monthly imports of merchandise and
services. Using a naive forecast, for example, the last month’s
imports itself being a forecast for next month's imports will not
suffice. IMF prescriptions and other country practices suggest
that a 12-month moving average of merchandise and service
imports closely mimics prospective imports. This smooths the
average monthly imports figure since large drops and highs
are flattened over 12 months. Moreover, a 12-month moving
average will eliminate the seasonality of imports.

** IMF reckons that gold remains an important reserve asset. See IMF
(2022) Gold in the IMF: Factsheet (webpage): International Monetary
Fund.
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Graph 1: Import Cover under different assumptions’’
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Nepal calculates the average monthly imports using import
data for the concurrent Fiscal Year only. For instance, to
calculate the average monthly imports for mid-September
where only two months have elapsed from the beginning of a
FY, total imports within the FY up to mid-September are divided
by two. This leads to a series of inconsistencies with the best
possible estimate for prospective imports. First, the seasonality
of imports is unaccounted for, leading to unusually large peaks
and drops in the average monthly imports. Second, the volatility
of monthly imports will lead to a higher variability in the import
cover metric. These problems are exacerbated for the initial
months of a particular FY.

Graph 1 plots the monthly import cover metric. The two lines
represent different calculation methods. The dotted line plots the
official import cover metric for Nepal. It is evident that the dotted
line experiences spikes during several August months, with the
most noticeable occurrences in 2019, 2020, and 2022. The Bold
line plots the same metric after making two adjustments. The

17 Data sources include Database on Nepalese Economy and various issues
of Current Macroeconomics and Financial Situation and Quarterly Eco-

nomic Bulletin published by the Nepal Rastra Bank.
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first adjustment involves using a 12-month moving average
of monthly imports. The second adjustment consists of using
gross foreign assets (GFA) as international reserves that include
Gold and SDRs. On average, the more accurate measure of
import cover (i.e., GFA/12-Month Moving Average of Imports)
is 0.51 months higher than the reported metric for the entire
period. Additionally, the coefficient of variation, a measure of
variability, is 0.229 for the reported metric and 0.226 for the
more accurate measure. More, the straight line represents the
usual target, set in the monetary policy, to maintain the foreign
exchange reserves at a sufficient level to cover imports of
goods and services for at least 7 months. It is visible that the
adjusted import cover metric is less volatile and above the usual
benchmark for the whole period.

Another concerning issue involves the retainment of the
imports. The metric uses the definition of imports in an implied
assumption that the imports will be retained in the country.
However, this may not be the case for countries involved in
significant cross-border trade acting as both importers and
exporters of some commodities. In that scenario, countries have
used “retained imports” to calculate the import cover metric.
Notably, Malaysia has been using retained merchandise imports
to calculate the import cover until February 2022.#

The retained imports approach could have some relevance for
Nepal. It is known that Nepalese businesses have been importing
some merchandise, particularly palm and soybean oils for
exporting to India with extraordinarily little or no value addition
(WB, 2019). During FY 2021/22 palm and soybean oil were the
top two exports by commodity and accounted for almost 45%
of total exports. This practice has distorted the import figures,
especially for FY 2020/21 and 2021/22, which can be verified

by the increase in imports of these two commodities in recent

11 Afterwards, Malaysia adopted the average monthly imports (inclusive of
merchandise and service imports) to report the import cover.
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years. To counteract these distortions, a better strategy could be
to exclude the imports of commodities that are exported back
without any value addition while calculating the import cover.

Short-term Debt Cover

Short-term debt (STD) cover measures a country's ability
to meet its external debt obligations maturing in the next 12
months if all other net flows are halted. This metric is important
for emerging market countries having significant capital account
transactions involving short-term debt. A general benchmark
for the STD cover is the “Greenspan-Guidotti rule” which
prescribes a 100 per cent cover. In other words, the rule proposes
that a market-access country should have enough reserves that
provide 100 per cent cover for short-term debts maturing within
one year. Essentially, the rule assumes that a country should be
able to stay out of the international short-term debt market in an
external shock scenario for at least one year.

Table 1 provides a snapshot of external debt obligations.
Overall external debt obligation of Nepal has been low but
increasing at a fast pace in recent years. At the end of FY
2022/23, the public sector external debt reached 8.9 billion
USD which is 21.75% of the GDP (PDMO, 2023). The major
proportion of these loans are essentially long-term low-coupon
multilateral loans. 87 per cent of the total external debt is owed to
the International Development Association (IDA) and the Asian
Development Bank (ADB) (IMF, 2023). The average interest
rate on these loans is one per cent with an average maturity
of around 36 years (IMF, 2023). External debt of the non-
BFIs is a sizable proportion of total external borrowings of the
private sector. Borrowings in the non-bank private sector, some
of which are also supplied from the parent companies abroad,
entail reduced vulnerabilities. In recent years, banks have been
borrowing from foreign banks with debt to BFIs reaching 250
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million USD as of July 2022. These borrowings come from
multilateral financial institutions such as the International
Financial Corporation (IFC) and other foreign private banks.
Consolidating, total public and private sector external debt at
the end of FY 2021/22, for which data are available, reached
8,781 million USD®. The gross foreign assets of the banking
sector at the same time stood at 10,203 million USD.

Table 1: External Debt Obligation'"

External Debt Obligation of the

External Debt Obligation of the Public Sector .
Private Sector

USD Millions USD Millions
As of Mid-July, As of Mid-July,
Particulars Particulars
2021 2022 2023 2021 2022
Total External 7,832 8,026 8,901 Total External Debt 481 755
Debt (recorded)
Multilateral 6,888 | 6,998 | 7,833 Non-BFls 362 505
Bilateral 944 1,028 1,069 BFls 119 250
Inflow of New Inflow of New
External Debt 1,097 1,041 | 912 Loans >3 305
Interest & Principal |, 288 | 326 Non-BFls 8 167
Payments
Principal Payment 195 230 263 BFls 45 139
Repatriation of
Interest Payment 52 58 63 Principal & Interest 26 18

Since information on the maturity of debt obligations is not
publicly available, STD cover could not be produced. However,

§§ The IIP (shown in Table 3) shows that at the end of FY 2022/23, loans
stood at 9,268 million USD. Even though this is the most comprehensive
estimate originating from the BOP figures, they may not be comparable.

99 Data sources include Annual Report on Foreign Investment and
Foreign Loan in Nepal for FY 2078/79 published by Foreign Exchange
Management Department, Nepal Rastra Bank and Annual Report on
Debt of Government of Nepal for FY 2079/80 published by Public Debt
Management Office, Government of Nepal. Inflow of New Loans are for
the fiscal year ending as of respective dates. Nepalese Rupees have been
converted to USD using the end-of-period exchange rate for respective
dates.
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this does not impede the analysis of vulnerabilities associated
with external debt. The total external debt obligation and annual
repatriation as a percentage of GFA is around 86% and 5%
respectively, at the end of FY 2021/22.""" Repeating the same
analysis with any other configuration of external debt obligation
does not change the substance of the results. Therefore, it will
not be wrong to assume that BOP shock from sudden stop and/
or reversal of short-term debt liabilities seems distant.

Broad Money (typically M2) Cover

International reserves coverage of broad money measures a
country's ability to withstand capital flight if other net flows are
halted. This metric tries to capture the capital account crises
that increase the risk of capital flight in the form of outflow
of deposits. This metric is important for countries that have
capital account convertibility to the extent that allows residents
to hold foreign deposits and non-residents to make domestic
deposits. The generally accepted benchmark for this metric is a
cover equivalent of 20% of M2. The risk of deposit outflow is
negligible for Nepal since residents are not generally allowed to
hold foreign deposits. In addition, there exists significant capital
controls for non-residents to have deposits in Nepal. Moreover,
deposits by nonresidents such as Non-resident Nepalese (NRN)
are at exceptionally low levels and hence the risks arising from
a sudden outflow of these deposits do not pose significant risk.

Combination Metrics
External shocks may originate from the capital account in

*%% It should be noted that not all approved private sector loans are remitted
to Nepal and/or recorded in the records of Nepal Rastra Bank. Even
though this gives a conservative estimate for external debt of the private
sector, these are the correct figures as recording is a necessary requisite
for debt-related repatriation.

TFT In fact, BOP crises always do originate from capital account shocks.

R5g fafaY /3u”



expansion of the Greenspan-Guidotti rule. The expanded
Greenspan-Guidotti rule includes the vulnerability originating
from the current account and reflects the full potential 12-month
financing need. More clearly, it uses the short-term debt plus the
annual current account deficit (if it is in deficit) to reflect potential
financing needs. The benchmark for the expanded Greenspan-
Guidotti rule is still 100 % coverage for the 12-month financing
need. Table 2 represents the calculation of this metric making
some assumptions regarding short-term debt obligation.

Table 2: Expanded Greenspan-Guidotti Rule**

USD Millions
For the period ended on Mid-July,
Particulars
2021 2022 2023

Current Account Balance (CAB)' (2,796) (4,877) (549)
Principal and Loan Payments

Public Sector 247 288 326

Private Sector 26 18 26*
Inflow of New External Debt
Public Sector 1,097 1,041 912

Private Sector 53 305 305%
Potential Financing Need 4,218 6,530 2,118
Gross Foreign Assets 12,178 10,203 12,427
GFA / Potential Financing Need 289% 156% 587%
# indicates assumed values

It has been assumed that the debt-related repatriation and

111 Datasourcesinclude Database on Nepalese Economy and various issues
of Current Macroeconomics and Financial Situation and Quarterly
Economic Bulletin published by the Research Department and Annual
Report on Foreign Investment and Foreign Loan in Nepal for FY
2078/79 published by Foreign Exchange Management Department of
the Nepal Rastra Bank. Nepalese Rupees have been converted to USD
using the end-of-period exchange rate for respective dates.

! Negative amounts mean a current account deficit.
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the inflow of new external debt jointly represent short-term
debt obligations. Put differently,’* these inflows correspond to
the refinancing of maturing short-term debt. This assumption
is the most conservative one possible. Similarly, repatriation
and inflow data for FY 2022/23 have been assumed to be the
maximum of the earlier two periods’ flow. Potential financing
need is the total of current and capital account financing need.
GFA as a percentage of potential financing needs is a proxy for
the expanded Greenspan-Guidotti Rule and the results suggest
that the resulting coverage is well above the benchmark of 100

per cent cover of financing needs.

Graph 2: How is the trade deficit financed?

HOW IS THE TRADE DEFICIT FINANCED?
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This metric seems to be the most promising indicator of
reserve adequacy for Nepal at least for two reasons. First,
the large trade deficit is financed by workers’ remittances and
pensions resulting in a relatively small current account deficit.
This can be seen in Graph 2. Second, vulnerabilities in capital
accounts are well-measured by potential short-term financing
needs. Therefore, this metric should be developed into the
principal metric for measuring reserve adequacy in Nepal.

§8§§ It should be noted that interest payments are included in the current
account of the Balance of Payments.

999 The two episodes of larger current account deficits seen in Graph 2 are
mainly due to large imports for reconstruction after the 2015 earthquake

and the expansion of imports just after the COVID-19 pandemic.
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Modern Approaches to Reserve Adequacy

A plethora of modern approaches have been developed to
measure reserve adequacy that range from simple risk-weighted
approaches to more complex econometric tools. IMF’s Assessing
Reserve Adequacy (ARA) metric uses a risk-weighted approach
similar to one used in measuring capital adequacy. The
benchmark is 100-150 per cent coverage of reserves against a
country's potential foreign currency liquidity needs considering
its level of exports, broad money, short-term external debt, and
other liabilities. Reserves demand regressions use econometric
tools to assess reserve adequacy. Cost-benefit models consider
reserve levels explicitly as an optimization problem where
costs of reserve accumulation and potential benefits are used
to determine the optimal level of reserve. Stress-testing of the
balance of payments against potential foreign exchange shocks
is also popular. Countries align stress-testing of BOP with
macro-stress testing frameworks.”"

Peer Comparison Gone Wrong

The crises in neighboring states, namely, Sri Lanka and
Pakistan have amplified the perceived need for reserve holdings.
Policymakers and media continuously engage in drawing
parallels between Nepal and these countries. However, making
those comparisons without considering the underlying nature
of crises and the economic fundamentals of countries could be
problematic. Nepal is a low-income country with a large inflow
of workers’ remittances and pensions, and official development
assistance. Further, the shocks for Nepal mostly originate in the
current account. On the other hand, Sri Lanka and Pakistan are
considered emerging market economies in which balance of

**%%* Providing a comprehensive review of these approaches is beyond the
scope of this article. For a comprehensive review see IMF (2011)
Assessing Reserve Adequacy: International Monetary Fund.
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payments shocks originate predominantly from capital accounts.
Also, chronic fiscal mismanagement is responsible for the crises
in these countries.

Table 3: International Investment Position for Selected
South Asian Countries*
INTERNATIONAL INVESTMENT POSITION (I1P)

USD Millions
Nepal Sri Lanka Pakistan
Heading
2022 | 2023 | 2022 2023 2022 2023

Assets 10411 | 12,585 | 8317 | 10,858 | 27,839 | 22,372
O/w Official 8,956 | 10,954 | 1,854 | 3,724 | 14,868 9,645
Reserve Assets
Liabilities 12,534 | 13,154 | 57,464 | 61,519 | 158,964 | 153,179
Direct 2,068 | 2,056 | 13,077 | 14,556 | 31,187 | 31,480
Investment
G - 214397 7,032 | 10967 9,705
Investment
Other 10,466 | 11,098 | 39,989 | 39,930 | 116,810 | 111,994
Investments
Qe Gy 455 554 | 6,101 | 5,785 9,747 8,831
and Deposits
O/w Loans 8,797 | 9,268 | 29220 | 30,067 | 96,838 | 93,245

Net IIP @123) | (570) | (49,147) | (50,661) | (131,125) | (130,807)

GNI (Current
Us$) 41,067 72,489 371,237
Net IIP/GNI | -5.2% -67.8% -35.3%

O/w corresponds to Off which

T1771 Data sources include various issues of Current Macroeconomics and
Financial Situation published by the Nepal Rastra Bank, National
Summary Data Page of Central Bank of Sri Lanka, Economic
Data portal of the State Bank of Pakistan, and World Bank national
accounts data. Data for Nepal Corresponds to mid-July and that of
Sri Lanka and Pakistan corresponds to the June-end of the respective
years. Nepal Rupees have been converted to the USD using the end-

of-period exchange rate for the respective periods.
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It is evident from Table 3 that the vulnerabilities differ for
mentioned countries. Importantly, portfolio investment and
Non-Resident Deposits (NRDs), two key sources of capital
account vulnerabilities, are at low levels compared to Sri
Lanka and Pakistan. Direct investments and loans that involve
repayments in the form of interest and principal payments and
repatriation of profits are also at low levels relative to other
countries. Hence repatriation risks are also lower for Nepal.
Further, it should be emphasized that international reserves are
not the only means to meet external obligations (BNM, 2017).
Foreign assets held by the government and the private sector can
also be deployed. Until 2021, Nepal’s external assets exceeded
its external liabilities. Nepal's net IIP of -5.2% of GNI as of FY
2021/22 corroborates a low level of vulnerabilities stemming
from potential outflows.

The recent episode of external shock after the COVID-19
pandemic has tested the stress absorption capacity of the Nepalese
economy. Even though Nepal has an adequate level of reserves
based on a wide range of internationally accepted benchmarks,
sentiments among the public remain low and heavily influenced
by media reports of hardships faced by Sri Lankan people
and low levels of reserve stock in Pakistan. The adoption of
preemptive capital control measures by the Government of
Nepal such as restrictions on imported goods deemed to be
luxury and unnecessary and by the Central Bank such as cash
margin requirements on opening of LCs for a sizeable number
of goods can be examined in terms of consequent costs and
benefits, as some critics have argued whether “the breaks were
hit too hard”. The economic cost of these policies, especially
from welfare losses due to reduction in consumption could be
rather large.

Graph 3 plots the ratio of Net IIP to the ORA. The ratios
are much lower for Sri Lanka and Pakistan than Nepal and
show that these countries have sizeable differences in economic
structure and hence external risks. Moreover, total external
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liabilities are thought to be a better measure of risks arising
from the capital account. Graph 4 plots the ratio of ORA to

total liabilities reported in the statement

of IIP. For every dollar

liability, Nepal has 83 cents of international reserves while Sri
Lanka and Pakistan report to have only 6 cents.

Graph 3: Net IIP to Official Reserve Assets™+
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Graph 4: Official Reserve Assets to Liabilities
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Conclusion

Weakly diversified economic structures and reliance on
international trade to procure large quantities of essential
goods render low-income countries such as Nepal vulnerable to
external shocks. Reserves indeed play a central role in limiting
the risks of an external shock. However, countries, more than
often, accumulate reserves beyond optimal levels even after
considering country-specific risks. Also, there is a low focus on
the country's overall risk management resources and strategies
shadowing the fact that reserves are only one part of resources
available. Moreover, excessive reserve accumulation can be
distortionary for the economy causing under-investment in the
domestic sector and slowdown in economic growth. Considering
this, reserves should meet adequacy thresholds rather than
significantly exceeding these. In other words, reserves should
be adequate, not excessive. Further, the strategy of adopting
preemptive capital controls to reduce drawdowns of reserves at
the onset of an external shock that lowers consumption, thereby
reduces the welfare of the citizens, and distorts the economy
must be reexamined. The whole point of holding reserves is
to have a cushion against external shocks, a process during
which some of these reserves will necessarily be drawn down.
Restricting the depletion of reserves in a shock scenario seems
to conflict with the rationale of holding reserves.
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Is pegging still needed? A look
into monetary policy regimes

Prabhakar Jha"
Introduction
Monetary policy is the main policy tool of a central bank to
influence various monetary and real variables for achieving its
objectives. The monetary policy is guided by monetary policy
regime which guides the monetary policy transmission. It
includes a nominal anchor, the variable which the central bank
wants to target to meet its objectives. The target may be a point or
a range and serves as a base for formulation of monetary policy.
It is also communicated to the public to manage expectations.
A central bank can use any variable or combination of anchors
that are in practice to formulate monetary policy.

The earliest monetary policy framework was the commodity
standard in the form of gold in which the fixed currency price of
gold provided an anchor to which prices returned after periods
of inflation. Before World War 1I, the gold standard provided
long run price stability with inflations, which accompanied wars,
were followed by equivalently-sized deflations after the wars
(Mishkin, 2007). However, after onset of the Great Depression,
many economies parted ways with the gold standard as the
nominal anchor to counter deflationary pressures (Reserve
Bank of India, 2014). Gold standard provided little or no room
for the monetary authority to make impact on recovery or
growth. Further, prices took longer time to adjust. Therefore,
many economies started to adopt moving nominal targets such
as monetary aggregates targeting.

* Assistant Director, Nepal Rastra Bank
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Monetary aggregates targeting includes setting up growth
targets for money supply such as broad money or reserve
money and conducting monetary operations to meet the targeted
growth (Mishkin, 2007). Monetary aggregates targeting enjoy
greater flexibility as targets can be revised with the need of
time. This independence allows greater discretion and flexibility
in conducting monetary policy. Monetary aggregates targeting
is official policy strategy for the ECB and has been successful
in in two countries, Germany and Switzerland; for this reason,
monetary targeting still has strong advocates (Mushkin, 2007).
The regime is also followed by emerging economies such as
China, Bangladesh, Argentina and Rwanda (International
Monetary Fund, 2022). However, monetary aggregates are
vulnerable to external shocks such as foreign exchange flows.
Monetary aggregates targeting is also blamed to have less
impact on managing expectations due to ambiguity in design
and performance of policy tools.

Another monetary policy framework that evolved from the
Bretton Woods’ system is exchange rate targeting. Exchange
rate targeting means countries having conventional peg or
controlled parity exchange rate arrangement are agreeing to
share a nominal anchor, with one or more of the participating
countries targeting that anchor and others targeting an exchange
rate (Mishkin, 2007). Economies following exchange rate
targeting regime anchor their inflation expectation to the
economy to which exchange rate is pegged. However, it curbs
the monetary independence of the central bank.

During the period between 1950s and 1970s, the US dollar
was pegged to the gold and rest of the world to the dollar. The
whole world followed the monetary policy of the United States
with other countries conducting monetary policy to maintain the
peg with the dollar. However, with the collapse of the Bretton
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Woods system, the monetary expansion by the United States
resulted in worldwide inflation (Bordo and Schwartz, 1999).
This resulted in major economies parting ways with exchange
rate targeting. However, the framework is still most popular in
the world with 81 countries, mainly small economies, practicing
it (International Monetary Fund, 2022).

After a decade of high inflation in the 1970s, inflation
targeting started to become popular among the famous central
banks (Clarida, Gali, & Gertler, 1998). The economies started
to view inflation as the main deterrent to the growth which
resulted in stagflation. Moreover, high inflation also resulted
in high inflation expectation resulting in longer periods
sustained inflation resulting many economies adopting inflation
targeting.

Inflation targeting deals with adjusting policy tools (policy
rates, money supply, liquidity in the banking system) to maintain
desired level of inflation. The targeted inflation level could be a
fixed point or a band depending on commitment of the central
bank (Reserve Bank of India, 2014). This approach has a high
degree of monetary independence but low degrees of flexibility
due to fixed targets.

Many advanced economies adopted inflation targeting
in 1990s with New Zealand, Canada, and Israel adopting the
framework in 1990. Likewise, emerging nations also started to
view price stability as main policy goal. Chile adopted inflation
targeting as early as in 1990 and India adopting the framework
in 2015 (Reserve Bank of India, 2014). Additionally, many
developed countries like Australia, Japan and United Kingdom,
by several emerging market countries like Brazil, Korea,
Thailand, and South Africa, and by several transition countries
like Czech Republic, Poland, and Hungary have adopted
inflation targeting (International Monetary Fund, 2022).
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Post the Global Financial Crisis (GFC) of 2008, central banks
have started to play larger role in the economy such that they are
increasingly using non-conventional methods. Huge liquidity
injections in the form of large quantitative easing packages and
lowering policy rates to nearly zero by Federal Reserve during
2008 to 2012 point to the extent it went to provide stimulus to
the economy. The discretionary approach was not rule based;
rather it was situational or reactionary. Similar was the case with
the actions of European Central Bank on Greek sovereign crisis
(Cukierman, 2013). It points to evolution of a new non-rule
based discretionary approach of conducting monetary policy.

Monetary L
" No Explicit
e Appregates Exchange Rate Inflation shaatd
Gold Standard Targeting Targeting Targeting Anchac
(During Great (After WW2) {After 1970s)
Depression)

(Before WW1)

(After GFC of
2008)

Figure 1: Evolution of Monetary Policy Regimes

Monetary Policy Regimes in Practice

The monetary policy regime which are in practice are inflation
targeting, monetary targeting, exchange rate targeting, nominal
income targeting, price level targeting and just-do-it strategy
(Bhundia and Stone, 2004; Reserve Bank of India, 2014). IMF
categorizes monetary policy regime into four broad headings:
exchange rate targeting, inflation targeting, monetary aggregates
targeting and others (having no explicitly stated nominal anchor)
(International Monetary Fund, 2022).
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Table 1: Monetary Policy Regime Around the World

Monetary Policy Regime Number of Economies
Exchange Rate Targeting 80
Monetary Aggregates Targeting 25
Inflation Targeting 45
Others (No Explicit Anchor) 43

Source: International Monetary Fund (2022)

Many economies are also following innovative monetary
policy framework. The Monetary Authority of Singapore has
been using the exchange rate of the trade weighted currency
basket as the nominal anchor since the 1980s (Santacreu, 2015).
Multi anchor strategy is followed by the United Kingdom (UK)
and European Central Bank (ECB). However, there have also
been countries which don’t have explicit nominal anchors
and use only policy rate for the monetary policy to manage
expectations. The leading example is the United States. There
have also been some suggestions regarding nominal income
(nominal GDP) as nominal anchor being an appropriate anchor
for developing nations (Frankel, 2014). Other anchors such as
price level targeting and just-do-it strategy are uncommon these
days.

Monetary Policy Regime of Nepal

Nepal Rastra Bank has been formally formulating and
announcing monetary policy since 2002 to achieve objectives
of maintaining price stability, external and financial sector
stability, promoting financial access to the public and facilitating
economic growth as envisaged by Nepal Rastra Bank Act 2002.
In case of Nepal, the pegged exchange rate with the Indian Rupee
serves as the official nominal anchor. In addition, Nepal Rastra
Bank also relies on other variables such as monetary aggregate
targeting for the formulation of monetary policy. Through the
exchange rate targeting, Nepal hopes to maintain real exchange
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rate of Nepalese Rupee to be equal to pegged exchange rate
with the Indian Rupee by influencing various policy variables.
This in turn should lead convergence of price level between the
economies maintaining the peg.

The monetary policy transmission mechanism in Nepal
starts from the use of policy instruments to operating target to
intermediate target to the ultimate goal (Figure 2). While policy
instruments are under control of the central bank, others are
not. The monetary policy is conducted through adjusting and
using instruments such as Cash Reserve Ratio (CRR), Statutory
Liquidity Ratio (SLR), Open Market Operations (OMOs) and
Bank Rate.

NRB uses these instruments to influence operating targets of
interbank rate and liquidity excess of CRR in the banking system.
Operating target then translates into intermediate target which
is Broad Money (M2) growth. The broad money growth then
impacts ultimate goals of price stability, external sector stability
and financial stability (Budha, 2015). Everything happens to
maintain the pegged exchange rate with Indian Rupee.

‘ Ultimate Goals

+Price
Stability
*External
Sector
Stability
+Financial
Stability

*Broad Money
(M2) Growth

Interventions
OMO Excess of

*SLF and R

Bank Rate

Figure 2: Monetary Policy Regime of Nepal

Macroeconomy and Monetary Policy
During the last decade, the macroeconomic scenario of
Nepal faced a lot of challenges. Along with political instability,
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the economy has been severely impacted by the earthquake in
2015/16 and COVID-19 pandemic in 2019/20 and the phases of
recovery post economic shocks. The challenging scenario has
made formulation and implementation of the monetary policy
more vulnerable in missing its objectives. Likewise, the choice
of pegged exchange rate as monetary policy regime has come
under scrutiny with times of stress in economy in recent past.
The liquidity crunch in loanable funds in banking sector, loss
of trade competitiveness, stress on balance of payments and
complain of high interest rate by business community among
others, raised the concern an effectiveness of the monetary
policy regime.

A comparative analysis of the actual performance of the
macroeconomic variables against target and projections has
been done to assess whether the policy was able to meet its
objectives (Table 2). Nepal Rastra Bank has been setting targets
and projections for the policy variables to support targeted
growth while promoting macroeconomic stability. However,
actual figures have often been overshooting and undershooting
due to external factors. It can be seen from the table 2 that gross
domestic product (GDP) growth rate target used to be around
5.5 percent in 2012/13 increased to 8 percent in 2022/23. The
growth targets were rarely achieved except in 2013/14, 2016/17
and 2017/18.

Table 2: Macroeconomic targets and projections against
actual figures in the last decade

In percentage

Projected | Actual | Projected | Actual
Fiscal Targeted | Actual | Broad Broad | Private | Private Targeted Actual
Year GDP GDP | Money | Money | Sector Sector Inflation | Inflation
Growth | Growth | (M2) M2) Credit Credit
Growth | Growth | Growth | Growth
2012/13 5.5 35 15.0 16.4 16.0 20.2 7.5 9.9
2013/14 5.5 6.0 16.0 19.1 18.0 18.3 8.0 9.1
2014/15 6.0 4.0 16.0 19.9 18.0 19.4 8.0 7.2
2015/16 6.0 0.4 18.0 19.5 20.0 232 8.5 9.9
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2016/17 6.5 9.0 17.0 15.5 20.0 18.0 7.5 4.5
2017/18 7.2 7.6 18.0 19.4 20.0 22.3 7.0 42
2018/19 8.0 6.7 18.0 15.8 20.0 19.1 6.5 4.6
2019/20 8.5 -2.4 18.0 18.1 21.0 12.6 6.0 6.2
2020/21 7.0 4.8 18.0 21.8 20.0 26.3 7.0 3.6
2021/22 6.5 5.6 18.0 6.8 19.0 133 6.5 6.3
2022/23 8.0 1.9 12.0 11.4 12.6 4.6 7.0 7.7

Source: Nepal Rastra Bank & Ministry of Finance/GoN

The actual inflation often remained higher than targeted

levels prior to 2015/16 along with higher than targeted growth in

Broad Money and Private Sector Credit growth. However, this

changed after 2015 when India adopted the inflation targeting

regime. The inflation targeting regime in India has helped Nepal

to keep inflation around the targeted levels even with large

deviations in broad money growth and private sector credit

growth between actual and projected figures. The high trade

concentration between two countries must have contributed to

the phenomenon.
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The figure 3 shows the consumer price index (CPI) inflation in
Nepal and India. It can be seen that inflation in both countries
has been moving along yet with some deviation. This result in
convergence of inflation between two countries and implies that

the pegged exchange rate as nominal anchor has served well.

Conclusion

Itis obvious that monetary policy regime and the macroeconomic
targets and projections have not aligned with the actual data
more often than we have expected. However, the misalignment
has been more due to macroeconomic shocks as result of
earthquake, COVID-19 pandemic and other national and global
factors. It can be noted that price stability has been well achieved
post 2015/16. Therefore, given the circumstances, we conclude
that monetary policy regime has performed well and there is no
urgency to change it as of now. However, with more diversified
trade links, decreased dependency on India, increased internal
production, the inflation targeting regime can be sought for in
the future. Until then, current pegged exchange rate regime has
been well supported by inflation targeting regime of India and

should be kept intact.

References

Bhundia, M. A., & Stone, M. M. R. (2004). A new taxonomy of
monetary regimes. International Monetary Fund.

Bjornland, H. C. (2005). Monetary Policy and exchange rate
interactions in a small open economy. Norges Bank
Working paper, 1-18.

2050 |ISH - T9 304



Bordo, M. D., & Schwartz, A. J. (1999). Monetary policy regimes and
economic performance: the historical record. Handbook of

macroeconomics, 1, 149-234.

Clarida, R., Gali, J., & Gertler, M. (1998). Monetary policy
rules in practice: Some international evidence. European
Economic Review, 2(6), 1033-1067.

Cukierman, A. (2013). Monetary policy and institutions before,
during, and after the global financial crisis. Journal of
Financial Stability, 9(3), 373-384.

Frankel, J. (2014, July). Nominal GDP Targeting for Middle-
Income Countries. HKS Faculty Research Working
Paper Series.

International Monetary Fund. (2022). Annual Reports on
Exchange Arrangements and Exchange Restriction
2021. Washington D.C.: IMF.

Mishkin, F. S. (2007). Monetary policy strategy. Mit press.

Reserve Bank of India. (2014). Report of the Expert Committee to
Revise and Strengthen the Monetary Policy Framework.
Mumbai: Reserve Bank of India.

Santacreu, A. M. (2015). Monetary Policy in Small Open
Economies: The Role of Exchange Rate Rules. Federal
Reserve Bank of St. Louis REVIEW, 217-232.

30% Y/ 3%



Understanding the Green Finance and
Green Bond in the context of Nepal

0 . t*
Prabin Pudasaini

Background

Green finance seeks to increase the flow of financial
investments into sustainable development projects and
initiatives, environmental products and activities, and policies
that encourage the development of a more circular, green
and sustainable economy. Green finance is a structured
financial practice that ensures a better environmental outcome.
An integrated green finance strategy aims to promote a green
economic transformation towards low-carbon, sustainable, and
inclusive pathways as its primary objective.

Green finance is not just a single product or activity
financing, but an entire financial system which must use a
variety of instruments and approaches to finance a range of
activities ranging from renewable energy, forestry expansion,
or transportation. Green finance is broader in scope than climate
finance as it covers other environmental topics while it has a
narrower scope than sustainable finance given the latter also
covers social, economic and other Sustainable Development
Goals (SDGs).

In Nepal, the current development of green finance is
largely regulatory driven. At the same time, several Banks
and Financial Institutions (BFIs) are also raising ambition by
partnering with international institutions and developing green
finance instruments. Other than a myriad of national level
policies, frameworks and guidelines—such as Nepal’s Nationally
Determined Contribution (NDC) to the Paris Agreement; the
“Guidelines on Environmental and Social Risk Management for

* Assistant Director, Nepal Rastra Bank
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Banks and Financial Institutions (ESRM)” adopted by Nepal
Rastra Bank (NRB) in 2018 and the subsequent directives for
implementation have been the guiding force behind Nepal’s
regulatory driven approach to green finance. According to
the Sustainable Banking Network-Nepal’s progress is largely
regulatory driven and has evolved into the “Implementation
Stage” towards a sustainable financial system.

The regulatory approach initiated by the Nepal Rastra Bank
needs to be complemented by the private sector and the market,
such as through the adoption of voluntary green guidelines and
initiatives to create a holistic ecosystem for green finance moving
forward. Nepal’s current frame work involves interagency
collaboration between financial supervisors/regulators, industry
associations and Financial Institutions. This collaboration also
needs to include other public agencies such as environmental
agencies and ministries alongside representatives of civil
society such as NGOs, associations, and media. Greening the
financial system requires an integrated approach that looks at
the entire value chain from investors to project developers with
the regulatory body incentivizing and assisting these various
stakeholders.

Both regulatory agencies and BFIs need to join international
green networks across the value chain to support green finance
capacity building; identifying and working with potential
investors and investment funds; getting government support in
establishing a high-level green finance task force with public
consultation; and providing low hanging reputational incentives
for BFIs that are taking strides in green finance. Simultaneously,
sector specific thematic working groups need to be established
who can work in identifying and designing a potential pipeline
of green projects and investment plans backed by financiers
under comprehensive market and regulatory assessments.
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Reasons for Nepal to green its financial system

To mitigate the risk of dominance in the brown sector: The
banking sector holds the majority of Nepal’s financial assets,
with a focus on the brown economy- sectors such as real estate,
construction, agriculture, and forestry - ones that are vulnerable
to environmental and climate-related risks. Ranking among the
top ten nations globally, Nepal is severely impacted by climate
change and the damages caused by it.

To encourage private-sector investment: The Government of
Nepal has a framework in place to encourage public funding of
climate change, but greening the financial system would
encourage more private sector investment in environmentally
friendly industries like renewable energy and diversifying
the bank portfolio. The report by the International Finance
Corporation (IFC) also highlighted that the potential can
expand if Nepal focuses on Public Private Partnership (PPP)
and integrates green financing policies.

To hedge the economic cost of climate change: In April 2023,
Kathmandu was designated as the world’s most polluted city,
resulting in increased socio-economic burdens and citizen
dissatisfaction with the government. Nepal is also ranked fourth
most susceptible nation to climate change in the world, according
to the 2022 Global Climate Vulnerability Index.

Integration of green financing into Nepal’s existing financial
system

Many frameworks and policies have been established by the
Nepali government to assist the green economy, sustainable
development, and climate action. These include the Nationally
Determined Contribution (NDC), the National Climate Policy
2019, and the National Planning Commission’s 2017 blueprint
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for Nepal’s Sustainable Development Goals(Status and Blueprint
2016-2030). Although a national roadmap outlining Nepal’s
green finance strategy and a shared definition of “green” are
crucial, there are ways for Nepal to make some small progresses
to inch closer to the green financing goal by learning from other
nations and standardizing approaches.

Creating a green finance task force: Nepal should
establish a Green Finance Task Force, drawing from China’s
successful Green Finance Task Group for the development
of green financing. The Task Force should consist of a team
of experts from various fields such as ministries, financial
regulators, banks, and academic institutions. Furthermore,
international experts should be included in the team to provide
a global perspective. In China, the Green Finance Task Group,
established in 2014, identified the challenges and opportunities
present in green finance and offered concrete recommendations
for implementing green finance policies. Nepal needs to create
a similar task force that caters specifically to its requirements,
which can help in the design of a green financial system that is
well-tailored for Nepal.

Encouraging Nepali Regulators in the Insurance and
Security Market: Nepal’s membership in the Sustainable
Banking Network brings a promising outlook for the country’s
green finance regime. Collaboration between Nepali financial
institutions, academic institutions, banks, and NGOs is crucial
in establishing direct technical assistance channels with the
rest of the world. Financial institutions in Nepal should create
a customized “green finance” framework to meet their specific
needs and ambitions. A bilateral channel between China and
Nepal can aid in knowledge transfer and capacity building
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for Nepal to learn from China’s green finance experience.
Overall, concerted efforts by stakeholders in Nepal, along with
international collaborations, can enhance the country’s green
finance regime and contribute to a sustainable future.

Adopting Green Financing: One of the most popular green
financial products is green bonds. They are fixed-income
instruments designed to fund climate and environmental projects
having positive returns while benefiting the environment. The
primary difference between green bonds and traditional bonds
is that green bonds are exclusively issued to finance projects
that positively impact the environment. Nepal could benefit
from this type of financing; it needs to build its bond market
infrastructure, broaden the issuer base, and ensure appropriate
regulatory oversight. Green loans and guarantees are also viable
alternatives to green bonds, particularly for smaller renewable
energy projects that may have difficulty accessing traditional
financing.

Barriers to Green Finance in Nepal

* Lack of common understanding on the definition of “green
financing”.

» Lack of capacity and awareness on green finance along the
value chain.

» Shortage of long-term finance.

» Lack of pipeline of bankable green projects.

* Limited credit information and lack of transparency on
climate related disclosure and data.

* Small and Medium Enterprises (SMEs) face additional
barriers as the current lending model is largely collateral
based financing with BFIs hesitant to take the risks resulting
from project-based financing.
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* SMEs also face high upfront costs and limited capacity in
aligning projects with the various social and environmental
safeguard policy of the investors alongside the large
transaction costs associated with funding small-scale
projects.

» Lack of clear government level regulations and policies.

» Lackofincentive in green projects and aligning with industry
best practices.

Financial solutions, financial products and services on green
finance

Within this broad categorization of financial solutions, financial
products and services on green finance can be divided into
investment, banking and insurance products with a predominant
share of debt and equity instruments. Examples include:
‘blended’ finance (where concessional public finance is blended
with non-concessional public or private finance); green and blue
bonds (where bonds are issued on domestic and international
capital markets for the financing of environmentally-sound
infrastructure); lending in local currencies and to sub-national
authorities; guarantee schemes (designed to reduce/share risk);
diaspora financing schemes (where diaspora communities are
supported and incentivized to invest in projects and businesses
‘back home’); impact investment (investments that aim to
create positive social or environmental returns in addition to a
financial return for investors); crowd funding (the practice of
funding a project or venture by raising monetary contributions
from a large number of people); countercyclical loan contracts
(where debt service automatically falls when a major shock
occurs); weather and disaster insurance schemes, and more.
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The sectors that have the most potential to attract investment
include renewable energy, clean transportation, green buildings,
and the sectors of water and waste. Sustainable tourism, climate
smart agriculture and agri-business are other sectors that provide
large potentials. At the current state of shallow capital markets,
green loans will play a more important role than green bonds
initially, in terms of inclusiveness across the market, replication
and scale, and should be looked at as a key green finance
instrument accordingly.

Green Bonds as an instrument for green finance

Green Bonds are any type of bond instrument where the
proceeds or an equivalent amount will be exclusively applied
to finance or re-finance, in part or in full, new and/or existing
eligible Green Projects and which are aligned with the four
core components of the GBP (International Capital Market
Association-ICMA).

Green bonds, in particular, have received considerable
attention and visibility in recent years as the most prevalent green
financial product. A green bond is a fixed income instrument
designed specifically to support new or existing projects that
are meant to have positive environmental or climate effects.
Despite the impacts of the COVID-19 pandemic, the issuance
of green bonds is in increasing trend and is expected to increase
moving forward.

Emerging market countries are also receiving increasing
attention due to their potential as well as need to green their
financial system. Within this new trend, China was a first mover
and has today become one of the world’s largest markets for green
finance and has become the world’s largest investor in renewable

2050 TS - TF RiE



energy. Despite the fall in China’s green bond issuance in 2020,
China continues to remain the second largest cumulative green
bond issuer in the world (USD 124.4bn), second only to the
United States. At the same time, the Chinese financial system
is also the source of more than half of global coal financing. To
overcome this dichotomy, green finance needs to move from a
niche to green the financial system as a whole.

With Singapore’s green bond market standing at more
than SGD 6 billion today, the Singapore ecosystem is well-
positioned to enable more green bonds. Green loans are
also gaining traction. Green loans are a strong feature of the
ASEAN market, comprising of 22.5% of the loans in ASEAN.
Proceeds from green bonds and loans can be used to finance
various environmental and sustainable infrastructure projects,
such as renewable energy, energy-efficient buildings and low
carbon projects. In 2018, Olam International secured Asia’s first
sustainability-linked club loan facility of US$500 million, in
which 15 banks were appointed to provide the facility in equal
parts. The increasing number of deals involving green finance
demonstrates the growing appetite of banks based in the region
to support this asset class. Issuances of green loans are recently
over-subscribed and some even offer to adjust loan pricing in
favor of improved compliance with green benchmarks. In 2018,
over 40% of ASEAN green bonds’ proceeds target low carbon
buildings, which is the predominant category for green bond
proceeds in the region. In Singapore, given the early adoption
of green buildings since the introduction of the Building &
Construction Authority’s (BCA) Green Mark Scheme in 2005,
green bonds mainly finance buildings (ASEAN Green Finance
State of the Market 2018).
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In South Asia, the state of green finance is still in its nascent
stage in South Asia and has received little attention in the broader
green finance literature in contrast to its vast potential. Within
the South Asian countries, Bangladesh has made significant
strides in green finance, while Nepal, Sri Lanka and Pakistan are
currently developing their green finance system and in process
to implementing it. No information on green finance could be
found for Afghanistan while the Royal Monetary Authority of
Bhutan is developing its roadmap for green financing. Green
bonds and loans have the ability to connect green-conscious
investors and financiers to green assets, creating an opportunity
and need for projects in emerging South Asia.

Green Bond Principles as per International Capital Market
Association (ICMA)

The Green Bond Principles (GBP) are voluntary process
guidelines that recommend transparency and disclosure and
promote integrity in the development of the Green Bond
market by clarifying the approach for issuance of a Green
Bond. The GBP are intended for broad use by the market: they
provide issuers with guidance on the key components involved
in launching a credible Green Bond; they aid investors by
promoting availability of information necessary to evaluate the
environmental impact of their Green Bond investments; and
they assist underwriters by offering vital steps that will facilitate
transactions that preserve the integrity of the market.

The GBPrecommendaclearprocess and disclosure forissuers,
which investors, banks, underwriters, arrangers, placement
agents and others may use to understand the characteristics
of any given Green Bond. The GBP emphasizes the required
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transparency, accuracy and integrity of the information that will

be disclosed and reported by issuers to stakeholders through

core components and key recommendations.

The four core components for alignment with the Green

Bond Principles

Use of Proceeds: The cornerstone of a Green Bond is the
utilization of the proceeds of the bond for eligible Green
Projects, which should be appropriately described in the
legal documentation of the security. All designated eligible
Green Projects should provide clear environmental benefits,
which will be assessed and, where feasible, quantified by
the issuer.

Process for Project Evaluation and Selection: The
issuer of a Green Bond should clearly communicate to
investors: The environmental sustainability objectives
of the eligible Green Projects; The process by which the
issuer determines how the projects fit within the eligible
Green Projects categories and Complementary information
on processes by which the issuer identifies and manages
perceived social and environmental risks associated with
the relevant projects.

Management of Proceeds: The proceeds of Green Bonds
can be managed per bond (bond-by-bond approach) or on
an aggregated basis for multiple green bonds (portfolio
approach). The GBP encourage a high level of transparency
and recommend that an issuer’s management of proceeds
be supplemented by the use of an external auditor, or other
third party, to verify the internal tracking method and the
allocation of funds from the Green Bond proceeds.
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Reporting: Issuers should make, and keep, readily
available up to date information on the use of proceeds to
be renewed annually until full allocation, and on a timely
basis in case of material developments. The annual report
should include a list of the projects to which Green Bond
proceeds have been allocated, as well as a brief description
of the projects, the amounts allocated, and their expected
impact. Where confidentiality agreements, competitive
considerations, or a large number of underlying projects
limit the amount of detail that can be made available, the
GBP recommend that information is presented in generic

terms or on an aggregated portfolio basis.

Types of Green Bonds as per International Capital Market
Association (ICMA)

Standard Green Use of Proceeds Bond: A standard
recourse-to-the-issuer debt obligation aligned with the
GBP.

Green Revenue Bond: A non-recourse-to-the-issuer
debt obligation aligned with the GBP in which the credit
exposure in the bond is to the pledged cash flows of the
revenue streams, fees, taxes etc., and whose use of proceeds

go to related or unrelated Green Projects.

Green Project Bond: A project bond for a single or multiple
Green Projects for which the investor has direct exposure
to the risk of the projects with or without potential recourse
to the issuer, and that is aligned with the GBP.
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*  Green Securitized Bond: A bond collateralized by one or
more specific Green Projects, including but not limited to
covered bonds, other structures; and aligned with the GBP.
The first source of repayment is generally the cash flows of
the assets.

Green Bond Framework

The Green Bond Framework is a comprehensive document
that determines the "green" characteristics of the bonds to be
issued, the procedure to identify eligible green project to finance,
and the commitment to transparently report the allocation of the
bond funding to investors.

Green Bond Framework includes following principles:
*  Purpose
*  Selection and evaluation
*  Fund management
*  Reporting
The Green Bond Framework is the primary document used
by the external reviewers to certify whether the bond to be
issued meets the requirements of the green bond principles.

Green Projects
Generally, the following Projects are categorized as green
projects

* Renewable energy (including production, transmission,
appliances and products);

*  Energy efficiency (such as in new and refurbished buildings,
energy storage, district heating, smart grids, appliances and
products);
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Pollution prevention and control (including reduction of air
emissions, greenhouse gas control, soil remediation, waste
prevention, waste reduction, waste recycling and energy/
emission-efficient waste to energy);

Environmentally sustainable management of living
natural resources and land use (including environmentally
sustainable agriculture; environmentally sustainable animal
husbandry; climate smart farm inputs such as biological crop
protection or drip-irrigation; environmentally sustainable
Voluntary Process Guidelines for Issuing Green Bonds
fishery and aquaculture; environmentally sustainable
forestry, including afforestation or reforestation, and
preservation or restoration of natural landscapes);

Terrestrial and aquatic  biodiversity conservation
(including the protection of coastal, marine and watershed
environments);

Clean transportation (such as electric, hybrid, public, rail,
non-motorized, multi-modal transportation, infrastructure
for clean energy vehicles and reduction of harmful
emissions);

Sustainable water and wastewater management (including
sustainable infrastructure for clean and/or drinking water,
wastewater treatment, sustainable urban drainage systems
and river training and other forms of flooding mitigation);

Climate change adaptation (including efforts to make
infrastructure more resilient to impacts of climate change,
as well as information support systems, such as climate
observation and early warning systems);
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 Circular economy adapted products, production
technologies and processes (such as the design and
introduction of reusable, recyclable and refurbished
materials, components and products; circular tools and

services); and/or certified eco-efficient products;

* Green buildings that meet regional, national or
internationally recognized standards or certifications for

environmental performance.

Conclusion

There are opportunities to engage with capital and insurance
markets, innovate capacity building within Nepal’s financial
structure and identify the low hanging fruits to develop an
integrated approach to green finance. Nepal needs to immediately
define and adopt what “green” means in the context of Nepal
in line with regional and international best practices. Policy
reforms need to be launched across various sectors and utilize
green finance tools and instruments in attracting domestic
and international investors for green projects. A decentralized
structure under the new federal regime provides opportunities as
well as challenges which need to be further explored. Sectoral
opportunities need to be further explored in creating a pipeline

of projects with detailed investment plans to attract investors.
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Investment risks need to be identified and transferred across
the financiers to find the ideal model of financing. It is equally
important to address the need for long-term financing and
a shift away from collateral based financing to project based
financing. There is also a need for an enabling environment on
the growth of private equity and venture capital firms in the
country alongside the growth of public-private partnerships in

the green sector.

Particular attention needs to be paid at ensuring access to
green finance to SMEs and that green finance policies have
environmental, social and gender safeguards at their core. To
make green finance attractive in the sub-national level, there
is a need for local governments to have investment-grade
creditworthiness. This requires credible accounting frameworks,
sound financial management systems, independent auditing of
local government finance, and performance evaluation for local
government services. In the national level, an idea could be to
provide a pipeline of green bankable projects ideally from the
level of Ministry of Finance and the Investment Board of Nepal
consistent with international best practices to gather momentum

and attract investors.
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The Imperative Gaze: Unveiling the
Significance of Anti-Money Laundering
and Counter-Financing of Terrorism
Efforts in Nepal

Renisha Adhikari~

General Background

Anti-Money Laundering and Countering the Financing of
Terrorism (AML/CFT) is a multifaceted and essential set of
measures designed to combat financial crime and protect the
integrity of the global financial system. Money laundering
and the financing of terrorism are economic offences that have
negative consequences on financial stability. Money laundering
is the process of converting dirty money into clean money. In
aggregate terms, "money laundering" refers to the process of
disguising the proceeds of criminal activities to hide their illegal
source. In accordance with the money laundering regulations
of the Palermo and Vienna Conventions, money laundering
specifically includes three different, alternative areas:

(1) the conversion or transfer, knowing that such property is
the proceeds of crime;

(i1) the concealing or disguise of the actual nature, source,
location, disposition, movement, ownership, or rights
pertaining to property, knowing that said property is the
proceeds of criminal activity; and

(ii1) the purchasing, possessing, or using of property, knowing
at the time of the receipt that such property is the proceeds
of criminal activity.

* Assistant Director, Nepal Rastra Bank.
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As profiteering crime is the primary focus, individuals or
groups tend to yield substantial financial gains by engaging
in illicit acts such as drug trafficking, smuggling, human
trafficking, corruption and others. They intend to hide the
money's illegal source in order to reap benefits freely from
their crime's proceeds. Nevertheless, criminals run the risk of
exposing themselves to criminal prosecution by using money
from such illegal sources, which also draws attention to the
underlying illegal action. As a result, the operation of a criminal
organization may generate a large quantity of wealth, but also a
large number of issues. Unexpected use of wealth may generate
suspicion. Investigators can quickly connect cash, illegal acts,
and their culprits. Consequently, criminal organizations attempt
to (1) remove the link between the crime and the money, (2)
remove the link between the money and its new owner, and (3)
protect the gains from prospective confiscation.

The aforementioned activities are the essence of money
laundering, which typically occurs in three stages:

Placement: The first phase in money laundering entails
introducing funds obtained through criminal activities into the
banking and financial system; this phase has become increasingly
risky as a result of law enforcement's increased focus on cash
movements and the widespread requirement that banks report
suspicious transactions.

Layering: The second phase is putting the funds that have
entered the financial system through a series of financial
operations in order to deceive potential investigators and give
these funds the impression of having a legitimate origin. This
is the stage of money laundering where offshore techniques are
most commonly used. Multiple comings and goings between
financial havens and the launderers' institutions, accompanied
by fraudulent invoices, false loans, or other devices, eventually
deceive investigators about the origin of the money.
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Integration: The third phase in money laundering involves
reintroducing the funds into the legal economy, once these
funds appear to have a lawful origin. It may happen through
the purchase and consumption of luxurious items, making
investments in businesses where cash payments are accepted
and where illicit funds are easily mixed in, such as casinos,
hotels, restaurants, movie theaters, and other establishments
that have the potential to serve as money laundering machines
in and of themselves.

The act of soliciting, gathering, or supplying funds with the
knowledge that they might be utilized to assist terrorist activities
or groups is known as terrorism financing. To be more precise,
a person is guilty of financing terrorism "if that person by any
means, directly or indirectly, unlawfully and willfully, provides
or collects funds with the intention that they should be used
or in the knowledge that they are to be used, in full or in part,
in order to carry out" an offense covered by the International
Convention for the Suppression of the Financing of Terrorism.
Money can come from both legitimate and unethical sources.
The primary intent of persons or institutions participating in
terrorism financing is thus, not necessarily to conceal the source
of the money, but to conceal both the funds being used and the
nature of the funded activity.

There exists a linkage between efforts to combat money
laundering and financing of terrorism. The financing of terrorism
and money laundering both employ comparable techniques.
The actor uses the financial sector illegally in both situations.
Therefore, in order to be effective, an anti-money laundering/
counter-financing-of-terrorism framework must handle both
risk issues: it must stop, identify, and penalize the entry of

2050 ARA - I9 3RY



illicit monies into the financial system as well as the funding
of terrorists, their organizations, and/or their operations.
Additionally, AML and CFT tactics overlap in that they target
the terrorist or criminal organization's financial operations and
use the financial trail to pinpoint the different elements of the
network.

The Financial Action Task Force (FATF), founded by the
G-7 Summit in Paris in 1989, is a 33-member organization
tasked with creating a global standard for prohibiting money
laundering and combating the financing of terrorism. The
FATF's 40+9 Recommendations comprise the international
standards against money laundering and financing of terrorism.
The FATF operates in close collaboration with other significant
international institutions, such as the IMF, the World Bank, the
United Nations, and regional groups modeled after the FATF.

Because of the enormous financial power that several criminal
organizations have built up, profits from some organized criminal
activities, like drug or human trafficking, pose a threat not only
to public safety but also to financial systems and economic
development. The fact that terrorist organizations are capable of
constructing financial empires with the sole intent of jeopardizing
public safety that ultimately possess a threat to global financial
stability cannot be denied. The international efforts to combat
money laundering since the beginning of the 1990s are built
on strategies aiming at attacking criminal organizations through
their financial operations, firstly to deprive them of the means
to act, and secondly, by unraveling the web of their financial
networks and financing methods; to gain knowledge of how
better to combat them.
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Core Principles of AML/CFT

Know Your Customer (KYC): Applying stringent KYC
procedures is one of the core tenets of AML/CFT. Banks
and other financial institutions are required to confirm
the identification of their clients and evaluate the risks
involved in their transactions. This comprises gathering
and confirming financial and personal data, keeping an
eye on account activities, and updating customer data on
a regular basis.

Customer Due Diligence (CDD): An essential component
of KYC processes is CDD. Financial institutions must
assess the degree of risk that their clients pose. For high-
risk clients, including politically exposed persons (PEPs)
or those with affiliations with nonprofit organizations,
enhanced due diligence can be necessary.

Suspicious Activity Reporting (SAR): Financial institutions
are required to notify any unusual or suspected financial
activity to the appropriate authorities. In order to detect
possible money laundering or terrorist funding operations,
SAR reporting is essential.

Transaction Monitoring: By using sophisticated
technologies and transaction monitoring mechanisms,
financial institutions dissect transactions to identify any
unusual patterns. This helps in detecting and reporting
suspicious activities promptly.

Record Keeping: Record keeping plays a crucial role in
investigation. Organizations are required to maintain
detailed records of their transactions and customer
interactions in accordance with the AML regulations.

AML Compliance Programs: Organizations are obligated
to develop and maintain AML compliance programs. These
programs include risk assessments, internal policies and
procedures, employee training, and ongoing assessment
and improvement.
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Policy, Legal and Institutional Frameworks

The National Anti-Money Laundering/Combating Financing
of Terrorism (AML/CFT) Strategy and Action Plan 2011-2016,
which formed the basis for the creation of the National AML/
CFT Strategy and Action Plan 2019-2024, included Nepal's first
ML/TF risk assessment, which was carried out between 2012
and 2016. Legislative, regulatory, and enforcement mechanisms
under the AML/CFT system have strengthened with notable
advancements. Numerousstatutes, delegated laws, and regulatory
guides have been drafted and put into effect. Institutions that
are deemed necessary have been established, including the
Financial Intelligence Unit (FIU) and the Department of Money
Laundering Investigation (DMLI). Different organizations have
also been assigned the status of regulators, meaning they are in
charge of both financial and designated non-financial business
and professions (DNFBPs).

The Ministry of Home Affairs (MoHA) has been recognized
as the authority for extradition, and the Ministry of Law, Justice,
and Parliamentary Affairs (MoLJPA) as the primary authority
for mutual legal assistance (MLA). Additionally, MoHA has
been assigned the role of department for asset recovery and
management concerning the proceeds of criminal activity. The
court assigned to decide cases involving ML/TF violations is
the Special Court. In addition to joining AML/CFT and crime-
focused international organizations like the Asia Pacific Group
on Money Laundering (APG), Egmont Group of Financial
Intelligence Units (FIUs), and Asset Recovery Inter-Agency
Network — Asia Pacific (ARIN-AP), Nepal has ratified a
number of international conventions and instruments pertaining
to AML/CFT. Nepal is a member of INTERPOL since 1967.
The Nepal Police, NCB has been working to ensure liaison with
various concerned national and international agencies as well
as with the Secretariat of INTERPOL as the national contact
point.
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In the last couple of years, the government has implemented
significant institutional and policy reform initiatives in a variety of
areas, including taxation, law enforcement, regulation, and other.
AML/CFT is anticipated to benefit from these developments.
The Financial Procedure and Fiscal Accountability Act, 2019
and the repeal of the Tax Settlement Commission Act are among
the key reforms. Other changes include the integration of the
Department of Revenue Investigation and the Department of
Money Laundering Investigation under the purview of the Office
of the Prime Minister and Council of Ministers, the creation
of a vehicle consignment tracking system, the expansion of
the tax net through the opening of more inland revenue and
customs offices, and the installation of online monitoring and

risk management systems at customs.

In accordance with the guidelines and best practices
established by the Financial Action Task Force (FATF),
the current AML/CFT legislative, policy, and institutional
frameworks offer rather extensive provisions. Most of the legal
structure complies with international norms. The fundamental
AML/CFT procedures, such as Customer Due Diligence (CDD),
monitoring, reporting, record keeping, regulation, supervision,
banning of phony and anonymous accounts, and shell banking
activities, are all included in this. Other precautions include
wire transfers, keeping an eye on politically exposed persons
(PEPs), and monitoring non-face-to-face technology-based
financial activity. Aspects of AML/CFT such as investigation,
prosecution, adjudication, sanction, asset recovery, and concerns

with international collaboration are also included.
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Threats and Vulnerabilities

As per the report published by the Financial Action Task
Force (FATF) in 2014, the following sectors have been
highlighted about the risks of AML/CFT in Nepal,

» Electronic AML/CFT data archives
 Transaction monitoring and False positive alert
* Business Transactions
» Remittance received in personal accounts
» [PS /Digital transactions
* Multiple layers of shareholder and Beneficial owner identification
 Integrated KYC system
* PEPs name screening
* Prepaid Cards / Online transactions
* International Cards
» Virtual Assets Digital / Crypto Currency
» Real time risk management
» No separate AML Unit
* Adverse Media

The assessment of national threats in the context of predicate
offences encompasses a comprehensive analysis based on
various criteria. Offences with significant adverse impacts,
including corruption (bribery), tax evasion, financial crimes
such as banking offences, and hundi, are identified as major
threats requiring heightened control measures. Additionally,
drug trafficking, organized crime, extortion, arms-related
offences, domestic terrorism, fraud, counterfeiting of currency,
environmental crimes, robbery, smuggling, and forgery are
highlighted as areas of concern. On the contrary, lower threat
posing offences encompass counterfeiting, piracy, kidnapping,

illegal restraint, hostage taking, international terrorism,
trafficking in stolen goods, and insider trading. Operational
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challenges are identified in implementing sections 25 and 25A
of MLPA across investigating agencies. Coordinated efforts
to identify money laundering (ML) elements based on risks,
conducting parallel investigations, and sharing information with
relevant authorities emerge as concerns. The establishment of a
centralized and specialized assets recovery system is deemed
crucial, with the need for a baseline survey to estimate proceeds
of crimes and adopt a risk-based approach in financial crime
control (National Risk Assessment Report [NRAR], 2020).

Border security and management are emphasized as essential
components in controlling transnational crimes and illegal
activities. The analysis recommends enhancing vigilance and
effectiveness in open borders, especially between Nepal and
India, with the establishment of Border Out Posts (BOPs) across
the border of China and India. Cross-border cooperation among
relevant agencies is deemed necessary at all levels to improve
overall capabilities in combating crimes. At the operational
level, the synthesis underscores the importance of coordination
and information-sharing mechanisms among relevant agencies.
Training on Anti-Money Laundering/Combating the Financing
of Terrorism (AML/CFT) measures for investigators, along with
a standardized financial crime investigation manual, is identified
as a critical need. The maintenance of disaggregated records,
covering regulatory activities, investigations, prosecutions,
freezing, seizing, convictions, confiscations, assets recovery,
and international cooperation at both agency and national levels,
is also highlighted as a crucial requirement.

Similarly, the NRAR (2020) stresses the assessment of
vulnerabilities across various sectors is conducted using a five-
scale rating system, ranging from low to high susceptibility. The
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evaluation scrutinizes the strengths and weaknesses of sectors in
preventing money laundering (ML) and terrorist financing (TF)
crimes. Strengths identified include comprehensive legislations,
robust AML policy and strategy, and the establishment of
necessary institutions. Conversely, weaknesses are associated
with shortcomings in supervising reporting entities effectively,
sustaining recent tax reform initiatives, addressing domestic
and international trade discrepancies (including remittance and
hundi issues), fostering strong law enforcement relationships
with foreign counterparts to counter capital flights, managing
borders, implementing forfeiture laws, and ensuring the
resources, capacity, and operational independence of agencies,
along with the integrity of related officials.

Acritical concernarises regarding the implementation of AML
laws, particularly concerning the scope, frequency, and intensity
of AML/CFT supervision, as well as the institutional risk profile
across regulatory sectors. Despite a low level of compliance
among reporting entities, the application of sanctions for non-
compliance, as outlined in the MLPA, is either nonexistent or
very limited. This has raised apprehensions about the operational
roles and capacities of regulatory agencies, highlighting a
need for improved oversight. Additionally, challenges are
identified in addressing issues related to beneficial ownership,
indirect control measures of criminals, and fit and proper
test mechanisms, which are lacking in regulating authorities'
practices as stipulated in the MLPA. These shortcomings further
underscore the need for strengthening regulatory frameworks
to enhance the effectiveness of anti-money laundering efforts
across various sectors (NRAR, 2020).
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Banking Sector and the vulnerability

The vulnerability assessment of the banking sector reveals
a medium-high susceptibility to money laundering (ML),
with a corresponding medium rating for the overall quality of
anti-money laundering (AML) controls. Notably, deficiencies
are identified in the supervision process, attributed to the low
enforcement of AML measures relative to the extensive scope,
products, transaction volumes, and inherent vulnerabilities in
the banking business. High vulnerability is observed in large
business-related credit products, while the current deposit
product is rated as the most vulnerable. Natural persons' saving
accounts, operated beyond Know Your Customer (KYC)
profiles, are also flagged for potential abuse in non-taxation
and unregulated economic activities. The risk associated with
access financing projects surpassing actual requirements raises
concerns about potential money laundering risks in corporate
credit. The assessment emphasizes the need for a structured
AML/CFT Department, consolidating scattered responsibilities
across six departments of the national regulatory body, the NRB,
to ensure effective implementation of legal measures. Identified
components requiring improvement in the banking sector
include entry, ownership, and management control of reporting
entities, compliance system effectiveness, electronic record-
keeping of AML/CFT information, systematic monitoring,
and enforcement of regulatory sanctions for non-compliance
(NRAR, 2020).

Within the banking sector, 22 out of 57 investigated ML
cases involved money laundering through proceeds of crime,
highlighting its comparatively higher vulnerability. Major
banking products, such as current account deposits, credit for
large businesses, and trade finance, are found susceptible to
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abuse. Gaps in the sector include issues with the quality and
content of training, timely risk assessments, lack of electronic
AML/CFT data archives, insufficient AML/CFT training, and a
reluctance on the part of regulators to impose sanctions. While
commercial banks use specialized AML systems, other bank
categories lack such systems, and there is a noted absence of
extensive supervision and audit of AML compliance (NRAR,
2020).

Efforts from Nepal and the Central Bank

Nepal successfully concluded its second National Risk
Assessment (NRA) in 2020, revealing that while competent
authorities and the private sector exhibit a diverse and
evolving comprehension of money laundering (ML) risks,
their understanding of terrorism financing (TF) risks remains
somewhat limited. The National Coordination Committee (NCC)
oversees the formulation and execution of Nepal's Anti-Money
Laundering (AML) and Countering the Financing of Terrorism
(CFT) policies, primarily focusing on fortifying legislative
frameworks, bolstering relevant competent authorities, and
conducting operational activities aimed at addressing Nepal's
most pressing threats and vulnerabilities. Nonetheless, to
effectively combat ML and TF risks, there is a crucial need for
heightened commitment, increased resources, prioritization at
the operational level, and enhanced cooperation (Asia Pacific
Group [APG], 2023).

Thereportofthe APG (2023) further stresses that the Financial
Intelligence Unit (FIU), housed within the Nepal Rastra Bank
(NRB), vaunts commendable resources, robust operational
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independence, and well-defined policies and procedures for all its
functions. The FIU is actively engaged in advancing its functions
through the ongoing implementation of goAML. However, there
is room for improvement in the Suspicious Transaction Report
(STR) reporting by financial institutions (FIs), and Designated
Non-Financial Businesses and Professions (DNFBPs) are not
contributing to the reporting. Despite these challenges, key
Law Enforcement Agencies (LEAs) are reasonably leveraging
financial intelligence, showcasing a positive trend in this crucial
aspect of the AML/CFT landscape.

The Department of Money Laundering Investigation (DMLI)
serves as Nepal's exclusive ML investigative agency. While the
referrals to DMLI may not entirely align with Nepal's risk profile,
the agency has successfully investigated 58 ML cases, resulting
in 45 prosecutions and 32 natural persons convicted of ML.
Notably, a significant portion of these convictions is attributed
to self-laundering linked to banking offenses, which the 2020
NRA identifies as high-risk and prioritizes in the National
Strategy and Action Plan. However, there remains a notable
dearth of ML investigations, prosecutions, and convictions
pertaining to other high-risk predicate crimes (APG, 2023).
Nepal has articulated ambitious policy objectives related to
high-level confiscation efforts; however, these aspirations have
yet to manifest in institutional-level policies and procedures
within Law Enforcement Agencies (LEAs). Confiscation
results do not fully align with Nepal's identified risks, as the
value of recovered confiscation orders remains comparatively
low. While Nepal has secured success in ten non-conviction-
based confiscation cases linked to ML, there is an imperative
for continued efforts to bridge the gap between policy objectives
and tangible outcomes in the realm of asset confiscation.
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Conclusions

Money laundering, the covert process of concealing the
origins of illegally obtained funds, and terrorist financing, the
clandestine provision of financial support for terrorist activities,
pose significant threats to global financial integrity. While
money laundering involves disguising the source of criminal
proceeds through a three-stage process of placement, layering,
and integration, terrorist financing aims to obfuscate both
the origin and intended use of funds. These illicit activities
underscore the critical importance of Anti-Money Laundering
and Countering the Financing of Terrorism (AML/CFT)
measures in safeguarding the sanctity of the financial system.
The Financial Action Task Force (FATF), founded in 1989, has
been instrumental in establishing international standards and
facilitating collaboration among key stakeholders, including the
IMF, World Bank, United Nations, and regional counterparts, to
combat these nefarious activities on a global scale.

In Nepal, significant strides have been taken to bolster
AML/CFT efforts, evidenced by legislative enhancements, the
establishment of institutions such as the Financial Intelligence
Unit (FIU) and the Department of Money Laundering
Investigation (DMLI), and the ratification of international
conventions. Recentreforms spanning taxation,law enforcement,
and regulation, coupled with initiatives like departmental
integration and the implementation of online monitoring systems,
underscore Nepal's commitment to combating financial crimes.
However, challenges persist, particularly in achieving high-
level asset confiscation. While Nepal Rastra Bank (NRB) and
the government have demonstrated a nuanced understanding
of AML/CFT challenges, further development of institutional
frameworks tailored to Nepal's specific risk profile is imperative
to ensure effective outcomes in asset confiscation and bolster
the country's defense against evolving financial threats.
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Role of Tourism Industry in Economic
Development of Nepal

Rekha Ghimire”

Background

Globally, the contribution of travel and tourism sector has
increased tremendously in the past few years and with the
increased globalization, it is expected to grow in the coming
days too. According to World Travel and Tourism Council
(WTTC), the share of the travel and tourism sector in global
GDP remained 7.6% in 2022 and this sector created 22 million
new jobs, representing an increase of 7.9% in 2022. Nowadays,
it is considered a competent driver of development in emerging
economies. Tourism is one of the mainstays of the Nepalese
economy too. Nepal is endowed with natural beauties, and
cultural, traditional and religious diversities that bear the
maximum potential for tourism advancement.

Tourism development has a direct, indirect and induced
impact on numerous economic indicators including employment,
income, revenue comprising foreign exchange earnings, the
balance of payments, etc. NRB data shows that tourism accounts
for Rs.61.52 billion foreign exchange earnings in FY 2022/23.
As per WTTC, the tourism and travel sectors account for 6.5%
of the total jobs in Nepal in 2022 and their total contribution to
the GDP of Nepal in 2022 is 6.1%. In addition, Nepal Tourism
Board data reveals that among others, the scope of holiday and
pleasure, adventure, pilgrimage/spiritual and medical tourism
is escalating, lately in Nepal. The role of tourism sector in
economic development of Nepal is discussed in detail on this
article.

* Assistant Director, Nepal Rastra Bank
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Tourism, Economy and Nepal

Tourism and GDP of Nepal

There can be no tourism without a destination and the existence
of any tourism destination is of no value unless it is known to the
potential users. Any economy, either developed, developing, or,
underdeveloped, blessed with attractions/destinations can reap
maximum benefits from tourism. Tourism has played a dynamic
role in the economic growth of developing countries compared
to developed ones. Nepal, a small landlocked country lying
in the lap of great mountains, endowed with natural beauties
that magnifies everyone’s heart, and blessed with innumerable
religious and cultural beauties, is one of the most exciting tourist
destinations. International tourists prefer to travel to Nepal for
different purposes. A total of 614,869 international tourists
arrived Nepal in 2022 compared to 150,962 in 2021. The major
five nations of international tourists’ arrival in Nepal include
India, USA, UK, Australia and Bangladesh. Nepal Tourism
Statistics show that in 2022, 64.7% of the tourists visited Nepal
for holiday/pleasure purposes. Similarly, 10.03% of tourists
came for adventure including trekking & mountaineering.
Also, 12.87 % of tourists visited Nepal for pilgrimage and the
remaining 15.5% for other purposes. The trend of tourist inflow
by month is portrayed in the figure below.

Figure 1: Number of Tourists Arrival by Month
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Note: The gap between April 2020 to Nov 2020 in the graph
is due to zero cross border mobility resulted from prolonged
lockdown because of COVID-19.

Tourism is considered as one of the major driving forces
for economic growth. In this regard, its contribution can be
viewed from the share it holds in the GDP, the degree of capital
investment it enhances, the level of employment and incomes
it generates, the living standard and quality of life it boosts
up in the economy along with other economic indicators. The
interplay among these economic indicators aids in economic
advancement. As evidenced by data earlier, Nepal is a lucrative
tourist destination for millions of people around the globe
and the contribution of tourism sector in national GDP is also
remarkable. As per WTTC, the total contribution of travel and
tourism to the GDP of Nepal in 2022 increased to 6.1% from
4.3% in 2021. The withered human mobility resulting from
COVID-19 outbreak has gained momentum. It is also evident
from pre and post pandemic data that this sector has proved
itself as a prominent tool for economic growth and revival in
Nepal.

Tourism as a Tool of Economic development

Job Creation :I

1 3 -
qu;‘xlmrfc . ‘/ lF OTEIEIL ‘
Reveine L M“D

Infrastroenire Revenue

Developuent - Greterario |

’ welope {r‘—_ - __? ]c\\&!lsm l w L eneration

— \ / T __,/
\ Ecanomy s

Increased y Tncreased
forward & 'l y » demand for )
backward local

N S

Demand for Attt

Capital A
local foods | |
Investinents
| el cuisines  / . HileFDL
~ _/ .

Fig 2: Tourism as a tool of economic development
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Tourism and Employment

Being a labor-intensive industry, millions of skilled,
semi-skilled and unskilled workers rely on these sectors for
earning their livelihood. The job creation ranges from highly
skilled managerial, professional and technical level jobs that
incorporates hospitality professionals, trekking/hiking guides,
transportation service providers, etc. to unskilled level jobs like
cleaning, gardening, dish washing and so on. Employment is
generated in numerous tourism-oriented businesses like star
hotels, restaurants, travel and tours, airline ticketing, local
transportation, trekking, rafting, community (in community-
based tourism) and so on. According to Nepal Tourism Statistics
2022, a total of 1,401 (star and tourist standard) hotels are in
operation in 2022 with 53,365 bed capacity per day. Similarly,
the number of registered Travel agencies and Trekking agencies
reached to 4,773 and 3,136 respectively in 2022. These
businesses, altogether with the tourism industry, have provided
jobs to thousands of Nepalese. WTTC’s data shows, the tourism,
and travel sector account for 6.5% of the total jobs in Nepal in
2022, via its direct indirect or induced economic impacts, i.e.
creation of 1.08 million jobs.

Tourism, Trade and Increased Capital Investment

Increased international tourism has distributive and trade
effects on the global economy. Tourists from developed
countries or those with surplus income involve in tourism
activities. They spend their savings on the host nations, for e.g.
in Nepal and the income from the developed or surplus part
of the global economy is distributed to the Nepalese economy.
Similarly, international tourism boosts trade between nations.
Tourists need different products/services at the destination to

fulfill their necessities. Numerous tourism-oriented businesses,
especially star and tourist standard hotels, are always in the race
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to deliver products of international standard to delight tourists.
As a result, these attempts induce and increase the import of
products like furniture and fixture, decorative items, food and
beverages, electronic items, and many more. In addition to the
imported products, this sector also attracts capital investment
from foreign nationals in the form of FDI, especially seen in star
hotels. The involvement of the tourism sector in Nepal’s import
trade, directly or indirectly, is thus considerable. Tourists also,
buy some products from Nepal and to some extent boost the
export of local production like handmade goods and garments,
but the level of import is far higher than that of export. These
import-export imbalances have created some leakages in our
economy too.

Tourism and Foreign Earnings

The increased flow of international tourists is directly
correlated with the increased foreign exchange earnings of
that nation. In order to properly assess and demonstrate the
economic impact of tourism on foreign earnings, some specific
factors need to be tapped properly. These include the number of
tourists arriving, their length of stay and type of accommodation
used, their expenditure, frequency of visit and the means of
transportation used. The interplay between these factors helps
to demonstrate the economic impact of tourism on employment
generation, revenue and foreign currency earning, import
exports, and total value addition in any economy.

International tourism is one of the major sources of foreign
currency earnings in Nepal. However, because of the COVID
pandemic the prolonged lockdown along with cross-country
border blockage, the tourism industry shrank in the previous
years. According to Nepal Tourism Statistics 2021, tourist flow
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declined by 87.39 %, i.e. 150962 in 2021 from 1197191 in
2019. However, with the reviving economy, this flow increased
by 307.3% in 2022 and reached to 614,869 (Nepal Tourism
Statistics 2022). The gross foreign exchange earnings from
tourism increased by 190% to around US $326.28 million in
2022 compared to US $112.59 million in 2021. In contrast
to the increased gross foreign earning, per day expenditure
decreased from US $48 per tourist per day in 2021 to US $40.5
per tourist per day in 2022. In addition, the average length of
stay of tourists also decreased from 15.5 days in 2021 to 13.1
days in 2022. This trend is shown clearly in figure 3.

Table 1: Total Foreign Exchange Earning from Tourism
and its share as percentage of GDP

Rs. in Million

Total Forex Earnings Forex as %
Ll from Tourism : SV of GDP
2010/11 24,610.70 1,559,221.76 1.6
2011/12 30,703.80 1,758,379.18 1.7
2012/13 34,210.60 1,949,294.82 1.8
2013/14 46,374.90 2,232,525.28 2.1
2014/15 53,428.60 2,423,638.48 2.2
2015/16 41,765.26 2,608,184.44 1.6
2016/17 58,526.92 3,077,144.92 1.9
2017/18 68,521.70 3,455,949.29 2.0
2018/19 75,374.11 3,858,930.40 2.0
2019/20 60,885.36 3,888,703.65 1.6
2020/21 7,266.28 4,352,550.24 0.2
2021/22 32,447.21 4,933,696.58 0.7
2022/23 61,522.73 5,381,335.08 1.1

Source: Nepal Rastra Bank and CBS data 2023
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Table 1 shows the increasing trend of share of total foreign
exchange earnings from tourism in GDP in the last decade. Post
COVID data reveals that the share of total foreign exchange
earnings from tourism in GDP has increased from 0.2 percent
in fiscal year 2020/21 to 1.1 percent in 2022/23.

Figure 3: Total foreign exchange earnings and average length of stay of
tourists
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Tourism and Increased Demand Leading to Multiplier Effects
Tourism enhances the demand for domestic food and cuisines
and local products in some contexts, especially in community-
based tourism or rural tourism. Some people travel for change
outside their regular setup and want to experience the uniqueness
of the destination. Their instinct to taste and enjoy the local food
and cuisines at the locality increases the demand for domestic
production of such products. This increases the production and
supply of local goods to meet the tourist requirement. Hence,
the forward and backward linkages of tourism lead to increase
in agricultural production, and job/income opportunities for all
those directly or indirectly involved in the production, supply
and distribution of these goods. Their income level rises and they
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spend their income on some other consumption. The revenue
all together increases and all in all the aggregate production
and consumption again soars up. Thus, tourism development
consequently influences various sectors of the economy through
multiplier effects.

Tourism, Increased Public Revenue and Infrastructure
Development

For a destination to develop and grow fully, some of the
basic infrastructures like transportation, drinking water, basic
health services, drainage management, electricity, etc. need
to be developed there. Thus, tourism growth demands the
need for government and capital expenditure on infrastructure
development on the potential destination. Tourism has an income
redistributive effect on the economy. The revenue generated
from tourism in a region or sector can be mobilized for the
development of some other region or sector too. For example,
income generated by tourism in the Himalayan region can be
mobilized for the infrastructure development of the Hilly and
Terai regions and vice versa. Tourism is also a lucrative source
of government revenue. Income taxes paid by the tourism
businesses and their employees, taxes levied on tourism products
like beverages and others, visa fees charged to tourists, royalties
paid by mountaineering expeditions, other fees, etc. add up to
government revenue. Thus, tourism helps in overall economic
development and enhances the quality of life of people.

Compared to other countries, Nepal’s comparative advantage
in tourism is high in nature-based tourism along with religious
and cultural tourism. Domestic tourism has boosted up and
abetted for economic revival post-pandemic in Nepal like in other
nations, as international travel remained muted for some months.
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Domestic tourist occupancy on the major tourist destiny/hotels
is also reported to be increasing for recreational and pleasure
purposes. WTTCs reports, a total of Rs.203.2 billion was spent
by domestic tourists in Nepal in 2022 compared to Rs.117.1
billion in 2021. This shows that the tourism industry catering
the needs of international tourists along with domestic tourists
has proven itself as the most prominent tool for the economic
revival and growth of Nepal. New trends and scopes of tourism
have emerged recently. In order to tailor these needs, the tourism
industry needs to assess and grab the opportunities for further
investments and reap the utmost benefits from the sector. Also,
there is an increased need to focus on the development and
promotion of this sector so that it could be harnessed as the
prominent driver of the economic growth in Nepal.

Conclusion

The contribution of tourism sectors to the world's economy
is increasing in recent days. Endowed with unique attractive
features, Nepal embraces a very special position in international
tourism. International tourism creates synergy in economic
activities via redistributive and trade effects. Thus, measurement
of such effects is of great value for developing and tourism
potential economies like Nepal. Tourism has provided jobs to
around 1.08 million people in Nepal and is a major potential
contributor to Nepal’s GDP, as its contribution in GDP in
2022/23 is 6.1 percent. In FY 2022/23, a total of Rs.61.52 billion
foreign currency earnings were realized from tourism which is
1.1 percent compared to GDP. However, the average expense
per visitor per day in 2022 is the US $40.5 only which is a
decline from US $48 in 2021. The contribution of this sector in
income generation is difficult to tap and measure because of its
direct, indirect and induced economic impacts on both forward
and backward-linked sectors.
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The utmost economic benefits could be reaped from this sector
if underlying prospects and opportunities are tapped properly.
Realizing this potentiality, its development is being continuously
prioritized in the country’s periodic plan and is incorporated
in fiscal and monetary policies too. Amidst its prospects and
prioritization, its contribution in the national GDP is yet not
realized as much as it could be. Thus, in order to be benefited
most by this sector, promotion and protection of tourism industry
should be the top priority. Amplified domestic and international
tourist flow has been a prominent driving factor for the rampant
economic growth of this sector. Thus, foreign embassies of
Nepal must be entitled to promote international tourism and
domestic tourism must be promoted from local and provincial
level too. Development of this sector ensures that the growth of
the tourism industry can increase its contribution to GDP even
more voluminously in the Nepalese economy.
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A Note on the Nature of Fiscal
Federalism in Nepal

Pradip Kumar Kafle"

The age of Anarcho-Capitalism’ might be on its way.
Quinn Slobadian, a Canadian Historian in his book ‘Crack-up
Capitalism’, accumulates the dreams and efforts of libertarians
to form thousands of micro-nations with extreme features of
a capitalist utopia. The features include gated communities
with no tax, decentralized legal regimes, no labor laws and
unions, legal contract between citizens (customers) and private
governments (service providers), racial segregation, no public
goods and such. Libertarians consider the emergence of FTZ
(Free Trade Zones), EPZ (Export Promotion Zone), and SEZ
(Special Economic Zone) as the sprouts of such micro-nations
which look like a ‘state within a state’. At its core, the book
seems to establish that, self-rule and self-determination is what
new urban communities are striving for. In this context, the
application of best form of federalism is the only democratic
remedy to Anarcho-Capitalism.

It's already been eight years since the promulgation of
Federal Democratic Republic Constitution in Nepal and five
years since the implementation of Fiscal Federalism with

* Assistant Director, Nepal Rastra Bank

T Anarcho-capitalism is an anti-statist, libertarian political philosophy
and economic theory that seeks to abolish centralized states in favor of
stateless societies with systems of private property enforced by private
agencies, the non-aggression principle, free markets and self-ownership.
(Source: Morriss, A. (2008). "Anarcho-Capitalism". In Hamowy, Ronald
(ed.). The Encyclopedia of Libertarianism. Thousand Oaks, California:
SAGE; Cato Institute. pp. 13—14. doi:10.4135/9781412965811.n8. ISBN
978-1-4129-6580-4. OCLC 750831024.)
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formal legal and operational provisions in place. As per the
established principles of federalism, there are four different
pillars, namely Constitutional Federalism, Political Federalism,
Administrative Federalism and Fiscal Federalism. But, among
them, the most crucial one remains to be the Fiscal Federalism,
given the relevancy of economic growth and resilience to ensure
a welfare state. So, as we celebrate the completion of five years
democratic election cycle along with the implementation of
fiscal federalism, it’s a perfect time to review it.

A Quick Peek into the Rationale

A fundamental limitation of unitary form of government is in
its institutional, informational and political constraints to fulfill
the diverse preferences of all the communities in the country. A
federal structure ensures decentralized decision making through
a system of voluntary self-rule and shared rule. We all know,
this system brings public service closer to the people. It brings
native the opportunity to participate in decision making process
of local policies and activities. The preferences of the public
are matched with the system of self-governance. Thus, this
beautiful rationale is known, among scholars, as ‘preference-
matching argument’.

But, is this the first time Nepal experiences a fiscal federalism?
No. Dating back six decades to 1950s, the then Monarch have
tried fiscal decentralization policies as a part of their own
political system called ‘Panchayat’. But that proved to be a
stagnant and ineffective, though a debatable stand.

Legal and Policy Framework

But now, constitution of Nepal 2015 has established Nepal
a Federal Democratic Republic State. And Article 59 and 60 of
the constitution are the raison d'étre beyond the current practice
of fiscal federalism. It speaks volume about exercise of financial
powers and distribution of revenue sources.
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Article 59 (1) states that “The Federation, State and Local
level shall make laws, make annual budget, decisions, formulate
and implement policies and plans on any matters related to
financial powers within their respective jurisdictions.”

Further, Article 60 (1) states that “The Federation, State
and Local level may impose taxes on matters falling within
their respective jurisdiction and collect revenue from these
sources.”

Furthermore, Local Governance Operation Act, 2074 (2017)
defines distribution of authority for policy formulation, tax
rate determination, collection of taxes and local borrowing.
Also, National Natural Resources and Fiscal Commission Act,
2074 (2017) elaborates the functions of NNRFC and lays out
guidelines for managing inter governmental fiscal transfers,
in order to address vertical and horizontal imbalances in fiscal
federalism. Similarly, Inter Governmental Fiscal Arrangement
Act, 2074 (2017) specifies sharing modality of Value Added
Tax (VAT), domestic Excise Duty, and Royalties among three
tiers of government.

One of the most significant challenges to Fiscal Federalism
is resolving both “Vertical’ and ‘Horizontal’ fiscal imbalances.
Vertical Imbalance refers to difference in mobilizing both
expenditure and revenues at different tiers of government that
is federal, provincial and local. While, Horizontal Imbalance
refers to differences between revenue and expenditure among
the comparable levels of governments, that is within provinces
or within local bodies. Studies have shown that vertical fiscal
imbalances still alarmingly persisted even after the federalization
of the country (Wagle, 2018)-.

1 Source: Wagle, A. (2018). Fiscal imbalances in Nepal's federalism: An
empirical analysis. NRB Economic Review, 30(1), 49-68.)
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Pillars of Fiscal Federalism in Nepal

Basically, the practice of Fiscal Federalism in Nepal can be
glanced through a four pillar framework, as shown in the figure
below.

CONSTITUTION OF NEPAL
(2015)

Intergovernmental Fiscal

Transfer
Sharing of Revenue and

Revenue Assignments
Expenditure Assignments
Royalty

[ PILLARS OF FISCAL FEDERALISM IN NEPAL ]

Pillar I

Principles behind Revenue Assignments

Each government shall raise revenues to finance its expenses,
which is attributed with first pillar, Revenue Assignments.
Giving the sub-national taxing powers may increase fiscal
autonomy and accountability but also brings conflict for
resources and interference in redistributive equity. Article 57 has
assigned different tax rights to three tiers of government. And,
the segregation of tax authority is based upon “Tax Assignment
Principles” of Fiscal Decentralization.

Customs, VAT, Excise, Income (Corporate and Personal) are the
exclusive rights of the central government. Because these are
taxes with direct impact on the macroeconomic stability of the
country. And these taxes can help the government to achieve
redistributive goals. Similarly, entertainment, advertisement,
vehicle tax, house and land registration fee are concurrent rights
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of provincial and local governments. And property/land tax,
business tax, house rental tax and local natural resource taxes
are assigned exclusively to the local government®. Here, it is
well established that local level governments shall not collect
mobile taxes as consumption, trade, labor and capital. It will be
economically distorting due to fluctuations following economic
cycle of boom and bust. So, taxes appropriate for local level
are those with immobile bases, imposed on local residents and
easily administered locally. One of the most popular global local
tax is property tax.

Pillar II:

Do citizens ‘Vote with their Feet’?

In Fiscal Federalism Literature, a maxim ‘Voting with their Feet’
is widely used. It refers to the situation that citizens move their
residence to jurisdictions that offer them with the best quality
and quantity of services at low cost. As federalism enhances
economic efficiency of intergovernmental competition, different
local governments offer different public tax-expenditure bundles
and individuals are supposed to allocate themselves according
to their preferences. The second pillar of Fiscal Federalism,
Expenditure Assignment, segregates areas of expenditure to
different tiers of government so that the competition is fair.

Article 57 of the Constitution of Nepal gives central government
the role of national defense, foreign affairs, telecom, electricity,
etc. Similarly, the provincial government is given the role to
look upon state police, state highways, state level electricity,

§ Note: In Switzerland, the revenue of the Cantons (local level) is nearly
80 percent of total tax revenue in the Country.
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and agriculture and livestock development. And the local level
government has the responsibility to provide services of local
police, look at cooperatives, and maintain local statistics and
record. With this segregation, naturally, there arises a question.
What is the basis for this responsibility? The literature shows
that central governments are given the responsibility to provide
pure public goods such as national defense/ key planning
and financial role on infrastructures of national significance.
Similarly, provincial and local governments generally provide
quasi public goods like education, healthcare, forestry, housing,
agriculture, irrigation facilities, and such. The pure public
goods are also not financially feasible to the local and provincial
governments.

Pillar II1

The Quest for Fiscal Equity

The often overlooked reality of Federalism is that - there is
always and everywhere an unequal distribution of natural
resources upon which finances of sub-national governments
are based. Each region or states are unique to their resources,
sources of finance, avenues of expenditure, socio-economic
status, demography and many more. This creates differences in
their ability to raise revenues and make expenses. This creates
horizontal and vertical fiscal imbalances. And as a remedy,
the third pillar of fiscal federalism; Intergovernmental Fiscal
Transfer shall be robustly managed.

Intergovernmental Fiscal Transfer, by closing the budgetary gap,
pursues equitable development. Four types of intergovernmental
fiscal transfer is being practiced.
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a. Fiscal Equalization Grant - To reduce horizontal fiscal
imbalances, to fulfill the budgetary gap, distributed by
federal government to sub-national governments on the
basis of weights assigned to gap between expenditure need
and capacity to generate revenue (60%), Human Poverty
Index (15%), Socio and economic discrimination indicators
(15%) and indicators of infrastructure availability (10%)

b. Conditional Grant - To implement any new project of
state or local level or GoN, while specifying necessary
terms and conditions in relation to the implementation of
the project.

c. Complementary Grant - To match the resources by local
and provincial government from consolidated federal fund.
Related to infrastructural development.

d. Special Grant - To support any special project related
to emergency / national priorities. The objectives are to
develop and deliver basic services like education, health,
drinking water, to achieve balanced development of
inter-state and inter-local level and to uplift the class or
community discriminated socially/economically/ in any
other form.

Pillar IV

How do they share Revenue and Royalty?

As per Inter Governmental Fiscal Arrangement Act, 2074
(2017), revenue collected from VAT and excise is shared 70%,
15% and 15% for central, provincial and local government. The
royalty is shared in proportion of 50%, 25% and 25% for central,
provincial and local government. The revenue sharing modality
helps in managing different funds and achieves redistributive
equity.
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Bones of Contention

Despite a full election cycle of five years with nascent federalism,
there are few theoretical gaps and practical weaknesses that need
immediate intervention. Local scholars/experts in Federalism,
who often write on the issues, are cautious of the following
issues.

Lacunas in Administrative Federalism

Low degree of ‘Administrative Federalism’ has not provided
adequate support for the implementation of Fiscal Federalism.
The ability of elected local representatives and their effort for
delivering effective administration, justice commission, and
educational services has not been promoted till date. There
are various laws yet to be formulated by local and provincial
governments that support the supposed federal structure. For
example, inability to finalize new state civil service laws, laws
relating state police, etc are hindering the support for fiscal
federalism. The strengthening need of the tax administration
has also been underachieved.

Under Utilization of Tax Rights

There has been no specific study related to the revenue potential
of each sub-national bodies of the government. These days,
public have started to put grievances regarding the unscientific
collection of tax from local level. The unilateral push for tax,
without assessing the taxpaying capacity (income and income
generating properties) of taxpayers has created negative
experience among citizens. According to National Economic
Census, 2018, approximately four and a half lakh out of total
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nine lakh businesses (about 50%) are not registered and thus, do
not pay tax. The local government shall utilize such potentials
by giving incentives for registration. Government shall go for
incremental tax policies. Firstly, imposing low/no taxes with
incentive for registration, while marginally increasing the tax
rates over time.

Overlapped Functions and Low Budgetary Absorption Capacity
The overlapped expenditure functions and revenue collection
functions have generated sufficient confusion among different
tiers of government. This has direct impact over the budget
absorption capacity of the sub-national units. Already, there
is very less amount of money that goes to the sub-national
governments. Adding insult to the injury, the dearth of co-
ordination and collaboration among the three tiers has added to
lower absorption capacity that is underutilization of available
resources.

Overreliance upon Fiscal Transfer and Revenue Sharing

The provincial governments and local level governments are
found to be over reliant upon the fiscal transfer and revenue
sharing model for funding their expenses, which is an
unsustainable practice. The tax revenues and tax base shall be
adequate enough to sustain the finances of local and provincial
governments. But, this is quite impossible for two reasons;
first, unscientific division of provincial and local territories
without giving proper care to sources of revenue, next, taxes
assigned to sub-national bodies are not new taxes. Sub-national
governments were given the responsibility to collect taxes such
as advertisement tax, land tax, entertainment tax, and rental
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tax etc, which do not form sufficient revenue. These were
already specified to sub-national governments under Local Self
Governance Act (1999). This suggests that revision of current tax
assignment is a sine qua non'. Further, opening up the avenues
for Sub-National debt could be a source to fill the budgetary
gaps of the provincial and local government in Nepal.

To cut a long story short, Fiscal Federalism comes with its
own set of perks and perils. The nascent Fiscal Federalism of
Nepal shall not be criticized as its ineffectiveness, rather need
evidence-based improvements. In this critical juncture, Nepal
shall strive for full-fledged implementation of fiscal federalism
to realize the aspirations of ‘Happy Nepali, Prosperous Nepal’,
as guided by the fifteenth plan.

4| Piggy-back Taxation could be one of the alternates to current tax assign-
ments. (Referenced from suggestions provided by Institute for Integrated
Development Studies in their policy paper published in June 2020 titled
‘Fiscal Federalism in Nepal). Piggyback Taxation is a sub-national sur-
charge on the taxable income or income tax liability already levied by
the central government, where the sub-national government has some au-
tonomy to set the surcharge rate. (Note: IIDS has performed a commend-
able task of preparing this policy paper, which explores vivid dimensions
of fiscal federalism in Nepal with practical implications and suggestions.
Source: https://www.iids.org.np/images/publications/7a06e163acf01260
73dc168f1d73339b.pdf)

2050 ARA - I9 349



National Accounts System in Nepal

Ritu Gupta*

In common parlance, national income means the total value
of goods and services produced annually in a country.
A few definition of National income are as follows:

According to Marshall: “The labour and capital of a country
acting on its natural resources produce annually a certain net
aggregate of commodities, material and immaterial including
services of all kinds. This is the true net annual income or
revenue of the country or national dividend.”

In this definition, the word ‘net’ refers to deductions from the
gross national income in respect of depreciation and wearing out
of machines .And to this must be added income from abroad.

In the words of A.C. Pigou, “National income is that part of
objective income of the community, including of course income
derived from abroad which can be measured in money.”

While calculating the national income now a days, estimates
are prepared in accordance with the two criteria laid down
in this definition .First, avoiding double counting, the goods
and services which can be measured in money are included
in national income. Second, income received on account of
investment in foreign countries is included in national income.

According to Fisher, “The national dividend or income
consists solely of services as received by ultimate consumers,
whether from their material or from their human environments.

* Assistant Director, Nepal Rastra Bank
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Thus, a piano, or an overcoat made for me but not used by me
is an addition to the capital. Only the services rendered to me

during this year by these things are income.”

Fisher’s definition provides an adequate concept of economic
welfare which is dependent on consumption and consumption

represents our standard of living.

Simon Kuznets has defined national income as “the net
output of commodities and services flowing during the year
from the country’s productive system in the hands of the ultimate

consumers.”

In practice, while estimating national income, one of these
three definitions may be adopted, because the same national
income would be derived, if different items were correctly

included in the estimate.

Importance of National Income Analysis

National income data are of great importance for the economy
of a country. These days the national income data are regarded as
accounts of the economy, which are known as social accounts.
These refer to net national income and net national expenditure,
which ultimately equal each other. Social accounts tell us how
the aggregate of nation’s income, output and product result from
the income of different individuals, products of industries and
transactions of international trade. Their main constituents are

interrelated and each particular account can be used to verify
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the correctness of any other account. Based very much on social

accounts, the national income data have following importance.

National income data form the basis of national policies such
as employment policy, because these figures enable us to know
the direction in which the industrial output, investment and
savings etc. changes, and proper measures can be adopted to

bring the economy to the right path.

In the present age of planning, the national data are of
great importance. For economic planning it is essential that
the data pertaining to a county’s gross income, output, saving,
consumption from different sources should be available.
Without these, planning is not possible. Similarly the economists
propound short run as well as long run economic models or long
run investment models in which the national income data are

very widely used.

The national income is also used by the research scholars of
economics. They use various data of the country’s input, output,
income, saving, consumption, investment, employment etc.

which are obtained from social accounts.

National income data are significant for a country’s per capita
income which reflects the economic welfare of the country. The
higher the per capita income, the higher the economic welfare

and vice versa.

National income statistics enable us to know about the

distribution of income in the country. From the data pertaining to
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wages, rent, interest and profits we learn of the disparities in the
incomes of different sections of society. Similarly, the regional
distribution of income is revealed. With a view to removing
this personal and regional disequilibrium, the decisions to levy
more taxes and increase public expenditure also rest on national

income statistics.

Taxes less subsidies on
products (including

non-deductible value added
taxes) on consumers

Producer Price

Taxes less subsidies on
products (including non-
deductible value added taxes)
on nraducers

Basic Price Basic Price

Basic Price Producer Price Purchaser Price

Fig 1 Valuation Histogram

The output is measured mainly at basic price and the
intermediate consumption is measured at purchaser's price
and thus, the value added is obtained at basic price. The stock,
capital formation and consumptions are measured in purchaser's

price. Similarly, imports and exports are to be valued at free on
board (f.0.b.) Price.

The accounting rule is based on accrual principle of recording

and the valuation is on market price. The real term of value added
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at basic price is used to estimate the GDP growth. The nominal
term value added is used to estimate the current size of economy
and to estimate the share of various industries in the economy.

The relation of different prices is presented in the figure above.

Economic Activities

The economic activities are carried out by institutional units.
An institutional unit is an economic entity that is capable, in its
ownright, of owning assets, incurring liabilities, and engaging in
economic activities and in transactions with other entities. These
institutional units are grouped in institutional sectors. There are
mainly two types of institutional sectors, the household and the
legal entities. Legal entities comprise the general government,
corporations and non-profit institutions serving households.
The corporations are further classified into financial and non-
financial corporations. In this way, institutional sectors can be
classified into five sectors. The resident institutional sectors
comprise the total economy of the country. The total economy

also makes transactions with the rest of the world.

To ease the study of the economic phenomenon, comparability
and to provide the guidance for development of national
classification system and for collection and reporting of the
statistics according to economic activities category, since 1948
UNSD has provided a set of economic (productive) activity
categories called international standard industrial classification
of all economic activities (ISIC). Since then there has been five
revisions of (ISIC). The latest version of ISIC is Rev. 4.0, and

%R AT /348



it classified the whole economic activities in 21 sections but
Central Bureau of Statistics has been following SNA 1993 and
ISIC revision 3.0. The Nepal Standard Industrial Classification
3.0 (NSIC) is the derived classification system and is based on
ISIC rev3.0 as the reference classification system. ISIC rev.3.0
has 17 sections and out of 17 sections national accounts statistics
of Nepal are considers only on 15 sections merging sections 15,
16, and 17 into 15.

Sources of Data

There are basically three types of data sources for the national
accounts. They are as following:

* Censuses/ surveys

e Administrative records, and

e Studies/ observations

ThemajorcensusesinNepal are population census, agriculture
census, manufacturing census etc. Similarly, the major surveys
like living standards surveys, labour force surveys, trade margin
surveys, costs of production surveys are very useful for the
compilation of the national accounts. Likewise, CBS conducts

many small scale studies each year.

Other major data sources of national accounts are
administrative records of various organizations. For example,
the administrative records of health facilities provide various
indicators like patient flow, human resource, etc. which are
key indicators to estimate the output of health. Similarly, the
administrative records of agriculture offices provide the data

on production by types of agricultural products. In addition to
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this, national or international journals also provide data for the
verification purpose. To some extent, CBS has been using the

expert opinions or observations for data verification.

Compilation Methodology

Three approaches for the estimation of National accounts are
*  Production approach,

* Expenditure approach and

* Income approach

Nepal has been using these three estimation approaches to
estimate the Gross Domestic Product (GDP) to some extent.
However, the production approach is predominant method and
the remaining approaches do not calculate national accounts

independently in the context of Nepal.

Production approach

Production approach is the most applied approach to estimate
GDP. SNA 1993 describes the GDP production as the difference
of output and intermediate consumption where the output is
measured in basic price and the intermediate consumption is
measured in purchaser price. The GDP at purchaser price is
estimated by adding the net taxes on products to GDP at basic

price.
GDP=Output - Intermediate consumption + Taxes less subsidies

on products

As discussed earlier there are 17 sections in ISIC Rev 3.0 and
Nepal presents the national accounts estimates in 15 sections. A

brief notes on these economic activities are described below.
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Agriculture and Forestry

This section includes the exploitation of vegetables and
animal natural resources, comprising the activities of growing
of crops, raising and breeding of animals, harvesting of timber
and other plants, animals or animal products from a farm or
their natural habitats (ISIC Rev 4, section a). The growth
of crops, trees, livestock which is organized, managed and
controlled by producing institutions or mostly households in the
context of Nepal is covered in this group. Output in agriculture
is measured as being produced continuously over the entire
period of production and not simply at the moment of time when
the process is completed, i1.e., when the crops are harvested or
animals are slaughtered. Agriculture industry is grouped in to
four major groups-
» Growing of cereals and other crops,
» Growing of vegetables,
* Horticulture specialties and nursery products and

* Farming of animals

The benchmark data for major cereal crops particularly area
under crops by types is obtained from agriculture censuses and
yield rates data from Ministry of Agriculture Development
(MOAD). MOAD provides data on fruits, nuts, beverages,
and spice crops and Department of livestock provides data
on livestock products. Information on vegetables, horticulture
and nursery products are gathered from the Department of
Agriculture (DOA) and Ministry of Agriculture Development
(MOAD).
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Department of forest provides data for the estimates of forest
products — firewood, log, medicinal products and other forest
related products. Case studies conducted by DOF in different
time period are the source of data for input, output and capital
formation. Changes in the quantity of forest products are used

to derive estimates at constant prices.

Fishing

The estimates of fish products are obtained from MOAD.
Production of both, ponds fishes and catch from natural rivers
are included in the estimation. The change in the quantity of fish
products over the years is used as volume extrapolator for the
estimates of GVA at constant prices.

Mining and Quarrying

The estimates of output of the mining products are based on
the administrative records provided by Department of Mining
and Geology.

Manufacturing

The estimates of manufacturing activities are grouped into
three major groups as given below:
*  Modern manufacturing,
* Small scale manufacturing and,
* Unincorporated manufacturing.

Electricity Gas and Water

Output, input, value added, capital formation and other
aggregates as if generated in the electricity generation activities
are obtained from the financial statements of Nepal Electricity
Authority and other private electricity corporations. GVA
and other NA aggregates are obtained from the processing of
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financial statements and deflated them by electricity price index
to arrive at constant price estimates.

The supply of water produced by government is added to
come up with total production of water. A limitation on this
sector is that the production and Supply of water by community
is not considered in the total production. The volume of total
water supplied over the year is used as a volume extrapolator
and the producer price index of water is used as price deflator
for the constant estimates.

Construction

Construction activities are grouped into two major categories:
Pakki (concrete) construction and Kachchi (Non-concrete)
construction. The estimates of the output for Pakki construction
activities are derived using the total supply of construction
materials e.g. Domestic production and imports. For Kachchi
construction, different indicators- length of earthen roads,
expenditure on household construction are used.

Trade

Activities under trade sector covers trading activities of
agriculture products, domestically manufactured products and
imported goods. Each activity is further classified into dealers'
trade, wholesale and retail trade. Commodity flow approach is
applied to estimate gross value added of this sector.

Hotels and Restaurants

The activities of hotels and restaurants are grouped into
two major groups — hotels and restaurants. Hotels of different
types and levels such as star and non-star rated are included in the
estimation of GVA and other national accounts aggregates.

Transport Communication and Storage

Three major types of transport activities currently under
operation in Nepal are land transport, air transport, and
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supporting transport activities. The activities of land transport
are further grouped into two categories- mechanized transport
and non-mechanized transport. Mechanized transport comprises
a variety of carriers — bus/ minibus, tempo, microbus, Jeep/taxi,
tourist vehicle, tractor, truck, tanker. Similarly, non-mechanized
transport includes riksha, push cart, cart etc.

Communication

This industry covers the activities of telecommunications,
postal services and courier services. Financial statement of
Nepal Telecom Authority and other private telecommunication
corporations allows for the calculation of output, intermediate
consumption, GVA and capital formation at current prices.

Storage

Storage activity includes the operation of storage facilities for
all kinds of goods. The gross value added and other aggregates
are derived from the financial statement of Nepal Transit and
Warehouse Company.

Financial intermediation

Thisactivity includes arange offinancial transactions operated
by financial institutions. Activities of financial institutions are
grouped into five major categories- central banking, monetary
institutions, financial leasing, credit, insurance, and auxiliary to
financial intermediation.

Real estate Renting and Business activities

Thisactivity includes buying and selling, renting and operating
of self-owned or leased real estate activities. It also includes the
development and sale of land, apartments, hotels and residential
buildings, and renting of the machinery equipment of different
types, personal and household goods.

Public administration and Defence
This section includes a range of government services-
executive, legislative and judiciary. Government bodies directly
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depending on the head of state and parliament together with

all other government bodies, ministries and departments are

included in this group.

)
Economic Structure of
Nepal
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Tertiary Structure

National Accounts Statistics of Nepal

Table 1: Annual Growth Rate of GDP by Economic Activities

(at constant prices)

In percentage
Industrial Classification 2075/76 | 2076/77 | 2077/78 2078/79 2079/80
2018/19 | 2019/20 | 2020/21 2021722 2022723
A |Agriculture, forestry and fishing 5.16 243 285 2.24 273
B |Mining and quarrying 17.62 223 465 8.84 111
C  |Manufacturing 6.52 9.03 8.66 6.74 -2.04
D |Electricity, gas, steam and air conditioning supply 581 1231 418 3333 193¢
R el IR I I I
F__|Construction 7.48 439 7.00 7.08 262
‘Wholesale and retail trade; repair of motor
G |vehicles and motorcycles B -11.38 6.64 7.46 2
H |Transportation and storage 8.77 1178 444 4.61 114
I |Accommodation and food service activities 852 3678 10.73 1261 18.56
J  |Information and icati 7.05 202 3.67 413 407
K |Financial and insurance activities 6.35 035 466 6.88 728
L Real estate activities 3.75 208 277 1.63 217
M  |Professional, scientific and technical activities 3.61 1.52 151 350 430
N |Administrative and support service activities 644 2.18 230 2.19 5.0
Public administration and defence; compulsory <12 530
0O |social security 6.16 338 4.08
P |Education 5.98 3.20 3.92 4.66 407
Human health and social work activities, Other ~
Q  |Service activities and 6.69 5.20 6.60 6.99 &3t
Arts, entertainment and recreation; Other
service activities; and Activities of households as 582 521
R. S, |employers; undifferentiated goods- and services-

T,U |producing activities of households for own use 1.77 3.38 448
Agriculture, Forestry and Fishing 5.16 243 285 2.24 273
Non-Agriculture £.90 442 521 6.56 182
Gross Demestic Product (GDP) at basic prices 639 -2.42 4.49 5.26 116
Taxes less subsidies on products 9.20 -1.38 8.03 8.74 -0.68
Gross Domestic Product (GDF) 6.66 -237 4.84 361 1.86

R = Revised/P = Preliminary

April 28, 2022
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Table 2

Key Macroeconomic Indicators

Indicaror

2012713 | 201314 | 2018719 | 2019/20 | 2020/21% | 2021/23R | 2022/25F
Eeal GDP at Producers Price 4 6.0 6.7 14 48 36 1.9
Peal GDP at Basic Prics 3 3.7 6.4 -4 45 53 22
minal GDP at Producers' Price 11.0] 143 17 0.8 119 9.1

Nominal GDP st Basic Price 99| 13w o 14 g4 115
GNIL at Current Price 10.9] 154 12.1 19| 112 93
Grozs National Disposable Income 114 178 127 0.5 108 108
National Consumer Price Index &9 g1 4.6 6.2 36 7.7
National Wholesale Price Index 5.0 3
Mational Salary and Wagz Rate Index 11.0] 139
Broad Money (IM2) 16.4] 191
Marrow Money (M1) 144 17.7

17.2) 127

wa| 123
Time Deposits 143 113 124 23 176 302
Totzl Exports 36 106 1oL -6 444 417
Total hnporis 20.6| 283 3% -13.4) 287 47
(Gross ForexBeserves 21.4] 248 -34 340 -02 -13.1
Government Fevenue 214 220 153 02 16.0 141
Government Expenditure i7 216 21 -1 97 9.3

A= Percentage of Nominal GDF at Producers' Prices

(Gross National Disposable Income 130.1 1208 116.8 126.4 1251 1132 1252
Broad Money (W) 67.5 01 28 1088 1184 11146 1150
MNarmrow Money (M1) 153 159 18.3 220| 241 192 176
Domestic Credit 30.8] 380 §8.6 100.2 1139 1150 1146
Domestic Credit to Pdvate Sector 449 515 7 843 95l 450 911
Time Deposits 20.0] 195 384 47.9] 303 73 6.4
Total Exports 3.9 41 32
Total Inp 3
Trade Deficit
Current Account Balance 19 40
Gross Forex Reserves 274 208
Government Fevenue 152 163
Goverrment Expenditure 134 195
Govermment Budg etary Deficit (Tross) L0 0.9
(ross Domestic Borowing L.0j 09
Met Domestic Borowing 0.1 -02
Gross Extemmal ol 2
Mat External Borrowing 0.1 3.4 21 16
‘Outstanding Domestic Debt 106 138 154 0.0 209
Outstanding External Debt 17.1 153 154 211 215 03 U7
E. = Revised

P = Provisional

* Budget Surphas (-} Deficit= [Recurrent Espenditure + Capital Expenditure)- (Revenue-Foreign Grants)

Source: National Statistics Offics, Budget Speeches of GoN, Fimancial Comptroller General Office and

Nepal Rastra Bank
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Problems of Measuring National Accounts

In a developing economy like Nepal, complete and reliable

informationrelating to the various methods of estimating national

income are not available due to the following problems:

Non-monetized Sectors

There are non-monetized sectors in a developing economy.
This is a subsistence sector in rural areas in which large
portion of production is partially exchanged for the other
goods and is partly kept for personal consumption. Such
production and consumption cannot be calculated in
national income.

Lack of Occupational Specialization

There is a lack of occupational specialization in such a
country which makes the calculation of national income
by product method difficult. Besides the crop, farmers
in a developing country are engaged in supplementary
occupation like dairying, poultry, cloth making, etc. But
income from such productive activities is not included in
the national income estimate.

Non-market Transaction

People living in rural areas of the developing country are
able to avoid expenses by building their own huts, tools,
implements, garments and other essential commodities.
Similarly, people in urban areas having kitchen gardens
produce vegetables which they consume themselves.
All such productive activities do not enter the market
transactions and hence are not included in the national
income estimates.
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e llliteracy
The majority of people in such a country are illiterate
and they do not keep any accounts about the production
and sales of their products. Under the circumstances, the
estimates of production and earned incomes are simply
guesses.

* Non-availability of Data

Adequate and correct production and cost data are not
available in developing country. Such data relate to crops,
forestry, fisheries, animal husbandry, and activities of petty
shopkeepers, small enterprises, construction workers, etc.
For estimating national income by income method, data on
unearned incomes and on persons employed in the services
sectors are not available. Moreover, data on consumption
and investment expenditures of the rural and urban
population are not available for the estimation of national
income by the expenditure method. Moreover, there is no
machinery for the collection of data in such countries.

Conclusion

The national income data are regarded as accounts of the
economy, which are known as social accounts. These refer
to net national income and net national expenditure, which
ultimately equal each other. These national income data form
the basis of national policies such as employment policy,
because these figures enable us to know the direction in which
the industrial output, investment and savings etc. changes, and
proper measures can be adopted to bring the economy to the
right path.

To ease the study of the economic phenomenon,
comparability and to provide the guidance for development of
national classification system and for collection and reporting
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of the statistics according to economic activities category,
since 1948 UNSD has provided a set of economic (productive)
activity categories called international standard industrial
classification of all economic activities (ISIC).

National income data are significant for a country’s per capita
income which reflects the economic welfare of the country. The
higher the per capita income, the higher the economic welfare
and vice versa.

National income statistics enable us to know about the
distribution of income in the country. From the data pertaining
to wages, rent, interest and profits we learn of the disparities
in the incomes of different sections of society. Similarly, the
regional distribution of income is revealed. It is only on the
basis of these that the government can adopt measures to remove
the inequalities in income distribution and to restore regional
equilibrium. With a view to removing this personal and regional
disequilibrium, the decisions to levy more taxes and increase
public expenditure also rest on national income statistics.
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Inside the Basel 111 Endgame Proposal

Utsav Raj Pant’

The New Buzz in Banking Regulation

July 27, 2023, in the New York City, Wall Street, Board
Meetings, and Conferences the word "Basel III endgame"
followed by the banking turmoil which surfaced in March 2023
has created ominous predictions about the US banking sector.
The triad of federal banking regulators, Federal Reserve Board,
the Office of the comptroller of the currency, and the Federal
Deposit Insurance Corporation released the long-awaited
U.S. Basel III Endgame Proposal, which seeks to provide the
necessary regulatory robustness for a resilient banking system
in a post 2008 crisis world.

The collapse of Silicon Valley Bank, Signature Bank and
First Republic bank which are also termed as black swan events
in U.S. banking industry, revealed the fractures and weaknesses
in the supervisory system and depicted the importance of the
regulatory capital as the bank failures has a lot of private and
social costs in the form of credit supply contraction and loss
of economic output. On contrary, the U.S. top bank officials
are opposing the capital hike proposal introduced by regulators
with an argument that U.S. banks are adequately capitalized
as they have withstood the pandemic and have cleared all the
fed's stress test so far. However, the incentive behind banks not
holding higher capital buffers may be the safety nets provided
by supervisors themselves.

The historical examples of troubled assets relief programs and
bailouts have created heuristics that the supervisors will bailout

* Assistant Director, Nepal Rastra Bank
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the systematically important financial institutions if something
goes wrong. In light of this, regulators have been revamping
the capital regulation to foster financial stability by introducing
the Basel III end game proposal which is supposed to be the
ultimate reform of capital regime originally drafted by Basel
Committee on Banking Supervision in 2017. In this juncture,
there is a marvel like drama followed by the rigorous discourse
among the supervisors, bankers and the senate republicans over
the stated outcomes and the endgame of the proposal.

The Stated Utilitarian Intent behind Reforms

Basel III Endgame proposal encompasses a set of rules
that will change how much capital banks need to hold against
credit, market and operational risk exposures. It is designed to
make capital requirements more risk-sensitive while reducing
variability of risk-weighted assets (RWA's). The endgame
proposal refines Basel's approach of setting capital based on the
riskiness of banks activities in order to tackle credit, market and
operational risks.

The primary intent behind introducing higher capital
requirements is to bolster financial stability by reducing the
likelihood of individual bank failures and their subsequent
effects on the banking system, broader economy and markets
1.e. ensuring greater good for greater number. The revisions aims
to streamline the regulatory capital calculations by introducing
standard and consistent requirements across the large banking
institutions. For this, the Basel III endgame notice of proposed
rulemaking has categorized the banks into four categorizes
on the basis of the asset thresholds (Table 1) and introduced
revisions on the existing regulatory capital framework.
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Table 1: Categories of Banks based on Assets Thresholds

Category [ Category 11 ‘ ‘ Category III Category IV
+ US Global « Banking * Banking + Banking
Systematically organizations orgamzations organizations
Important Banks that are not US that are not that have $100
Global mcluded in billion or more in

Systematically
lmportant Banks
but have over

Category [or II
but have over
$250 billien in

£700 billion in total assets or
total assets or greater than $75
over 575 billion billion in

i1 eross- nonbank assets,

Jurisdictional

off-balance sheet

total assets and
are not in
Category [-I11

exposnres, eXpOSUres, or
weighted short-
term wholesale

funding. and

Source: Office of the Comptroller of the Currency, Board of Governors of the Federal Reserve
System, Federal Deposit Insurance Corporation. “Interagency Overview of the Notice of
Proposed Rulemaking for Amendments to the Regulatory Capital Rule Applicable to Large
Banking Organizations and to Banking Organizations with Significant Trading Activity.”
Released on July 27, 2023

Proposed Revisions to Capital Requirements in the Basel I11
End Game

A. The Proposal for Improved Treatment of Credit Risk

In the current scenario, U.S. banks use standardized approach
for the credit risk measurement. In this approach, supervisors
assign standardized risk weights that the banks apply to their
exposures to determine Risk Weighted Assets. Through the
Basel III endgame, supervisors propose banks to adopt an
expanded risk-based approach while setting regulatory capital
requirements for credit risk by introducing a dual requirement
structure.

The dual requirement structure requires bank to calculate
risk-based capital ratios under the new “expanded risk-based
approach” and the “standardized approach” as well. The
stated goal of this change is to increase granularity (depth),

robustness, transparency, and comparability of the credit risk
capital framework. Regarding the scope of this proposal, only
the banking organizations with $100 billion or more in total
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assets which are also termed as “Covered Institutions” are
required to follow the dual requirement structure. Meaning,
these institutions would use both the standardized approach
and the expanded risk-based approach to calculate the capital
requirements and maintain the regulatory capital subject to
whichever is higher as illustrated in figure 1. In this regard,
the newly crafted expanded risk-based approach includes risk-
weighted assets for credit risk, operational risk, market risk,
and credit valuation adjustment risk’. Operational risk and the
credit valuation adjustment risk are the two novel add-ons on
the calculation.

Dual fr Tk

for :alculatlng}iskdwalghted assets (RWA)

Standardized Expanded risk-
approach based approach

Risk-based capital ratio Credit risk

Regulatory capital
General

credit risk CVA risk

{ opn‘a“o“al rISk
Market risk Market risk
N

Subject to the higher of the two

Source: Office of the Comptroller of the Currency, Board of Governors of the Federal Reserve
System, Federal Deposit Insurance Corporation. “Interagency Overview of the Notice of
Proposed Rulemaking for Amendments to the Regulatory Capital Rule Applicable to Large
Banking Organizations and to Banking Organizations with Significant Trading Activity.”

Released on July 27, 2023

T Credit valuation adjustment risk also termed as financial derivative risk
is a form of market risk, as it is realized through changes in the valua-
tion of over-the-counter (OTC) derivative contracts driven by changes
in counterparty credit risk.
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B. Gauging the Operational Risk

The financial crisis highlighted weaknesses in calculating
capital requirements for operational risk*. The inability to
manage operational risk in banks and mortgage brokers which
resulted in a poorly documented loans had contributed to
erroneous assessment of borrower's credit-worthiness. The
operational risk exposure later on transferred as a credit risk
for the collateralized debt obligation owners. With all this
happening in the Wall Street and the New York City, thinly
capitalized banks that were not able to withstand the losses
created a feverish situation followed by the financial crisis. So
to incorporate the operational risk in the capital requirements,
the Basel III endgame proposal accounts operational risks
through a standardized approach of calculating operational risk
capital charge. Operational risk capital charge is introduced as
the product of business indicator component and internal loss
multiplier.

The business indicator component is a measure of banks
income that assumes that operational risk increases with
banks size. This indicator is based on financial statements
and accounts the interest, leases and dividends, services (fees,
commissions and other operating income and expenses) and
financial component based on the net profit or loss on both the
trading and the banking book. Likewise, internal loss multiplier
is a risk-sensitive component capturing a bank’s internal
operational losses. It serves as a scaling factor that adjusts the
baseline capital requirement depending on the operational loss
experience of the bank.

I Riskofloss resulting from inadequate or failed internal processes, people
and systems or from external events. This definition includes legal risk
but excludes strategic and reputational risk
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C. The Standardized Method for Market Risk

With respect to market risk, Basel III endgame proposes a
standardized methodology for calculating the risk weight assets for
market risk. The standardized approach for calculating the market
risk under endgame proposal consists of the three components. The
first component in a sensitivity-based approach capital requirement.
Under the sensitivity-based approach, banks must calculate
the Capital charges for delta’, vega' and curvature risk™ factor
sensitivities within a prescribed set of risk classes which are
general interest rate risk, credit spread risk, foreign exchange
risk, equity risk, and commodity Risk. The second component of
sensitivity-based approach is a default risk capital requirement.
The default risk charge is intended to capture the Jump-to-
Default (JTD) risk™ of debt instruments, equity instruments and
securitization instruments. And finally, a residual risk add-on in
capital requirement covers the risks beyond main risks (delta,
vega, curvature) or default risk capital requirement. This residual
capital charge captures the risks of non-vanilla instruments or
exotic instruments (Instruments with non-standard pay offs,
rates, maturity or with additional characteristics to appeal
specific investors). The summation of sensitivity-based capital
charge, default risk capital charge and residua risk add on capital
gives the market risk capital requirement.

§ Risk of the change in value of a financial instrument due to a movement
in the value of a risk factor. The risk factor could be the price of an
equity or commodity, or a change in an interest rate, credit spread or FX
rate.

9| Potential loss resulting from the change in value of a derivative due to a

change in the implied volatility of its underlying.

** Additional potential loss beyond delta risk due to upward and downward

shock to risk factor
TT The loss that would be suffered by the holder if the issuer of the bond or
equity were to default.
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Under the market risk capital requirements, the proposal
also imposes additional capital requirements would apply to
all banking organizations (regardless of asset size) for which
average aggregate trading assets and trading liabilities over the
previous four calendar quarters equal or exceed $5 billion, or
represent 10% or more of total assets at quarter end as reported
on the most recent quarterly regulatory report. Finally, for
the trading activities the proposed rule requires market risk
capital requirement internal models to be subject to supervisory
approval at the trading-desk level. #

D. The Leverage Ratio and the Buffer

An underlying cause of the Great Financial Crisis was the
build-up of excessive leverage of on-and off-balance sheet items
(credit and liquidity commitments, guarantees and standby
letters of credit) in the banking system. It was also observed that
highly leveraged banks that experienced failure or distress were
still showing strong risk-based capital ratios. Thus, by providing
a simple non-risk-based capital requirement as a complement to
the risk-weighted capital ratio, the leverage ratio can potentially
alleviate issues surrounding model risk in the calculation of
risk-weights or even the outright manipulation of risk-weights.

The endgame proposal requires additional leverage ratio
buffer for each Global systematically important banks (G-SIB)
to be at 50% of its risk-based capital buffer. For example, a
bank with a 2% risk-based buffer will have a 1% leverage ratio
buffer and so will be expected to maintain a leverage ratio of at
least 4%. Similarly, the proposal also states that countercyclical

11 Atrading desk is a group of traders or trading accounts that implements
a well-defined business strategy operating within a clear risk manage-
ment structure
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buffer will apply to category IV institutions only i.e. the proposal
would require all banking organizations with $100 billion or
more in total assets, if activated.

With all these reforms made in the banks' capital regulation,
the federal banking supervisors for the first time in the history
has shared the estimated impacts of the proposed changes.
The improvements in capital requirements introduced by
the proposal is estimated to result in an aggregate 16 percent
increase in common equity tier 1 capital requirements for
banks, with the increase principally affecting the largest banks.
However, whether these reforms will contribute to the financial
stability and do greater good for greater number of financial
market participants is still questionable.

Tough Question in Capital Regulation: More is better?

The tone and tenor of tightening of the capital requirements
through the endgame proposal seems to be driven by a focus
of pushing capital levels higher. More capital means fewer
runs and thus leads to a more stable banking system. Isn't it
obvious? Definitely, banks with higher capital base have a
higher probability of survival during the crisis. Adequately
capitalized banks can withstand the small losses and accidents
that can precipitate panics and create much larger losses as the
capital base provides a loss absorbing buffer and acts as a shield
for depositor's hard-earned money. Also, higher level capital
and buffers slowdowns the banks' capital erosion process so
that supervisors will also have enough time to build up a policy
response and take corrective actions. But, beyond a certain
point, more capital can create significant costs on banks and the
broader financial system. Increase in capital can be a drag on
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bank lending as higher capital requirements can make capital
costlier, potentially reducing the banks' ability to lend, and
thereby stymie economic growth. This indicates, high capital
requirements require a "tradeoff between the benefit of increased
resilience and the potential costs” of capital requirements.

For a regulatory tool to be productive it is mandatory
that all stakeholders actively participate in the rulemaking
process with the supervisors. In this regard, careful/thoughtful
weighing of the costs and benefits of the Basel III endgame
proposed rule is must to calm down the ongoing marvel like
war among the stakeholders. Drafting a balanced framework
that promotes safety, soundness and bolsters financial stability
without diminishing the critical roles of large banks as financial
intermediaries and their participation in financial market is
the current need. This mandates supervisors to choose their
words carefully as the institutions, markets, and the public
place a huge amount of trust in them to do the right thing.
For financial regulations to do better than harm, a sensible
libertarian paternalistic regulation with awareness of when does
a regulatory tool starts to be counterproductive is crucial for
greater good, rather than blatantly coercing the decisions. More
may not be always better.
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FinTech Growth of India and Lessons
for Nepal

Damodar Basyal*
1. Introduction
In an era where every tap and click shapes our financial
interactions, the rise of financial technology has become
synonymous with innovation. The traditional landscape
of banking is undergoing a seismic shift, as fintech firms
democratize financial services, challenge established models,
and force central banks to reassess their roles.

The Financial Stability Board (FSB) of the Bank
for International Settlements (BIS) defines FinTech as
technologically driven financial innovation that has the potential
to introduce new business models, applications, processes, or
products, significantly impacting financial markets, institutions,
and the provision of financial services. This comprehensive
definition encompasses a wide array of innovations within the
financial services sector. Noteworthy FinTech products and
services currently prevalent in the market include Peer-to-Peer
(P2P) lending platforms, crowdfunding, Decentralized Finance
(DeFi) related product and services based on blockchain
technology or distributed ledger technology, smart contracts,
robo-advisors, and electronic aggregators, etc.

2. FinTech in Nepal

FinTech revolution not just represent mere technological
innovation; it represents a paradigm shift in the way individuals
and businesses interact with financial services globally. Nepal is
carving its own path in the digital realm.

* Assistant Director, Nepal Rastra Bank
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The roots of FinTech in Nepal extend back before the year
2000. Nabil Bank pioneered the introduction of credit cards
in 1990, while Himalayan Bank ushered in the era of ATMs
in 1995. Additionally, Kumari Bank marked a milestone by
introducing internet banking in 2002 (Khalti Digital Wallet,
2019). Despite these early initiatives, their widespread adoption
took more than a decade. Over this period, there has been a
noteworthy transformation in banking practices and transaction
methods. Even small-scale vendors, such as fruit sellers, now
readily accept QR payments. Similarly, innovation is happening
in other areas of finance. For example, securities trading can be
done online without physically visiting a broker's office.

The surge of financial technology is transforming the
way Nepalese individuals and businesses engage with the
financial landscape. QR payment, mobile banking, and digital
transactions, once a distant concept, is now weaving itself into
the fabric of everyday life.

According to the monthly indicators published by Nepal
Rastra Bank, the adoption of digital payment methods such
as mobile banking, IPS, QR payments, and card payments are
witnessing a consistent rise every month. As of Asoj 2080, there
are 10 payment system operators (PSO) and 26 payment service
providers (PSP) offering diverse payment-related services. In
recent years, the digital landscape has undergone a remarkable
transformation, marked by innovations like connectIPS, fone
pay, and QR-based payments. Furthermore, innovation is not
limited to transaction methods alone; it extends to other areas
such as fone loan, video KYC, etc. Some innovation which
seems small, for example audio QR which caters the merchants
who cannot even read English text message is quite significant
from the perspective of financial access and inclusion.
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However, the progress in the financial sector of Nepal lags
the global FinTech trend. The FinTech landscape in Nepal
primarily revolves around mobile banking, payment services,
and related areas. In contrast, our neighboring country, India,
has experienced substantial growth in its FinTech sector. For
instance, the Reserve Bank of India (RBI) regulates peer-to-peer
(P2P) lending and crowdfunding businesses, while robo-advisor
services are offered by prominent companies like Groww,
Zerodha Coin, and Paytm Money. Adding to this is the account
aggregator initiatives of RBI which acts as intermediaries
facilitating the secure and seamless sharing of financial data
between financial institutions and FinTech companies with the
explicit consent of the user. This initiative will surely facilitate
innovation leveraging the aggregate financial data of users. For
example, digital lending platform can offer better products based
on financial transactions and habits of users. As of July 2023,
publicly traded FinTech entities boasted a market capitalization
of $550 billion, a twofold increase from 2019 (McKinsey &
Company, 2023). Furthermore, there were over 272 FinTech
unicorns, collectively valued at $936 billion during the same
period.

3. Drivers of FinTech Surge in India

India has emerged as a fertile ground for the FinTech
revolution, with a combination of factors contributing to
the sector’s exponential growth. India is amongst the fastest
growing FinTech markets in the world. India FinTech industry’s
market size was $50 billion in 2021 and is estimated to be $150
billion by 2025 (Invest India, 2023). According to Invest India,
National Investment Promotion & Facilitation Agency of India,
the payments landscape in India is expected to reach $100 Tn in
transaction volume by 2030, digital lending market is expected
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to reach $350 billion by 2023, InsurTech market is expected to
grow 15X by 2030 and WealthTech market is expected to grow
to $237 billion by 2030. In 2022, the FinTech sector in India
account for 14% share of global funding. There are few enablers
for such a phenomenal growth of FinTech sector in India:

A. Regulatory Support

The regulatory landscape in India has played a pivotal
role in nurturing the FinTech ecosystem. For example, a
steering committee was set up under the chairmanship of then
Secretary, department of economic affairs, in 2018 to consider
various issues related to development of FinTech space. The
recommendation of the committee is implemented through an
inter-ministerial steering committee which meets regularly to
implement its mandate.

Similarly, the Reserve Bank of India (RBI) has proactively
engaged with FinTech startups, introducing measures such as
regulatory sandboxes. Insurance Regulatory and Development
Authority of India (IRDAI) and Securities Exchange Board of
India (SEBI) has also established their respective regulatory
sandbox. These sandboxes provide a controlled space for
experimentation, allowing FinTech companies to innovate and
test their solutions without the fear of immediate regulatory
repercussions. Moreover, the licensing of Account Aggregators
by the RBI has opened new avenues for secure and streamlined
data sharing, empowering FinTech entities to bring new products
and services.

B. India Stack

India stack is one of the most important digital initiatives
undertaken by government to provide digital infrastructure as
a public goods. The initiative is aimed at setting up a public
digital infrastructure based on open APIs such as Aadhar, UPI,
Digital Locker, e-Sign, Account Aggregator Framework, etc.
to promote public and private digital initiatives. The approach
of providing a public digital infrastructure has reduced the
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cost of doing business supporting scalability and expansion
into segment that was previously unprofitable. For example,
Aadhaar has streamlined the customer onboarding process
for FinTech companies by enabling seamless and paperless
identity verification. This has not only enhanced the efficiency
of customer acquisition but has also contributed to financial
inclusion by bringing previously underserved populations into
the formal financial system. It has enabled e-KYC reducing
the cost while enhancing compliance. FinTech companies have
leveraged UPI to create user-friendly payment apps, enabling
consumers to make quick and secure transactions. This has
significantly reduced reliance on traditional banking methods
and has accelerated the adoption of digital payments. Similarly,
account aggregator framework has empowered users to have
greater control over their financial information, allowing them
to share relevant data with FinTech platforms for personalized
financial services such as lending, investment, and financial

planning.

C. Growing Mobile Penetration

The surge in mobile penetration, particularly in rural areas,
has been a game-changer for FinTech in India. The ubiquity of
smartphones that has been accelerated by the establishment of
affordable smartphone manufacturer and cheap data has enabled
FinTech platforms to reach the unbanked and underbanked
population, offering financial services that were previously
inaccessible. Mobile wallets, digital payment apps, and mobile
banking have become integral parts of the financial landscape,

democratizing access to financial services.
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D. Supportive Ecosystem and Investments

The FinTech ecosystem in India benefits from a supportive
startup culture and substantial investments. Venture capital
firms and angel investors have shown a keen interest in funding
FinTech startups, providing them with the necessary capital to
innovate and scale. The collaborative ecosystem, comprising
accelerators, incubators, and industry partnerships, further
facilitates the growth of FinTech companies by providing

mentorship, networking opportunities, and resources.

4. Lessons for Nepal’s FinTech Development

While Nepal is making strides in its FinTech journey, there
are valuable lessons that can be drawn from India's experience to
further nurture and accelerate the growth of the FinTech sector.
The Indian FinTech revolution offers compelling insights and
practical strategies that Nepal can adopt to bolster its financial
technology landscape.

A. Digital Public Infrastructure

At the heart of India's FinTech revolution lies the robust
framework known as India Stack, operating on an open API
framework. This approach enables seamless collaboration
between developers and FinTech companies, fostering a surge
in financial technology innovations. By offering digital assets
like Aadhar and UPI as public goods, India Stack significantly
reduces operational costs for businesses, thereby lowering entry
barriers and encouraging a diverse spectrum of solutions.

For instance, the CEO of Zerodha, India's largest discount
broker, acknowledged the transformative impact of initiatives
like Aadhaar, UPI, and Digilocker on Indian capital markets.
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On June 2023, he shared on Twitter that these initiatives played
a pivotal role in reshaping the landscape. The tangible result
is evident in Zerodha's case, where a reduction in customer
acquisition costs post-implementation translated to remarkable
growth, expanding their customer base from less than 100,000
in 2015 to an impressive 6.3 million by the end of 2023.

The Government of Nepal embarked on its digital identity
journey with the initiation of the National ID program in 2011,
establishing the National ID Management Center under the
Ministry of Home Affairs. While the mandate for obtaining
the National ID for passport purposes has witnessed increased
participation, its integration into other services has faced delays.
As it stands, without clear guidelines for broader applications,
the National ID risks remaining a mere identity card akin to
citizenship documents.

To fully leverage the potential of this digital identity,
including biometric details, urgent steps must be taken to create
interoperability guidelines and associated governing documents.
In the financial sector, the implementation of such a digital
identity framework holds the key to unlocking innovations like
credit scoring, e-KYC, etc. Additionally, it addresses persistent
challenges in areas such as loan approval and misuse, regulatory
compliance, paperless processes, and fraud prevention.

The realization of the National ID's benefits hinges on
comprehensive integration and deployment. As a foundational
component for fostering innovation in the financial sector,
it is imperative that Nepal swiftly moves towards the full
implementation of the National ID program. Clear guidelines

2050 AT - TH 9



and governing documents will not only enhance its utility
but also position it as a catalyst for transformative changes,
analogous to India's successful adoption of Aadhaar and UPI in
revolutionizing its financial landscape.

B. Regulatory Framework and Initiatives

Regulatory authoritiesin India have taken proactive approach
in fostering FinTech development. For example, Reserve
Bank of India (RBI), Insurance Regulatory and Development
Authority of India (IRDAI) and Securities Exchange Board of
India (SEBI) have established their own regulatory sandbox to
allow experimentation of new products and services. Similarly,
RBI has set up a Reserve Bank Innovation Hub, a wholly owned
subsidiary of RBI to promote innovation across the financial
sector by leveraging technology and creating an environment
which would facilitate and foster innovation. Realizing the
benefits and importance of this sector, the RBI has set up a
separate FinTech department to look after the area. Similarly,
the RBI has introduced e-KYC, allowing FinTech companies to
verify the identity of customers electronically. This streamlined
process enhanced customer onboarding while maintaining the
necessary due diligence. This has reduced the compliance cost
from USD 12 to USD 6 cents (Alonso, et al., 2023).

Considering this regulatory institution in Nepal should
consider implementing similar measures such as regulatory
sandbox and innovation hub to create an environment conducive
to FinTech innovation, balancing technological advancements
with necessary safeguards. Nepal Rastra Bank has already
initiated the work in this area. However, all regulators of the
financial sector should remain proactive to the innovation.
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C. Startup Ecosystem and Investment

FinTech startup in India has benefited largely from supportive
ecosystem including investment fund. Major FinTech firms
has benefited from venture capital fund and angel investors. In
2016, RBI allows 100% foreign investment through automatic
route in ‘Non-Banking Finance Companies (NBFCs)’ and
‘Other Financial Services’ (RBI/2016-17/90; A.P. (DIR Series)
Circular No. 8). For example, in Paytm foreign institutions hold
72.12% of shares according to report published by the company
(Paytm, 2024). Thus, government and regulatory institution of
Nepal should also promote private equity and venture capital
fund to support startup ecosystem. Without these alternative
investment fund, startup cannot raise capital from conventional
source necessary to fuel their growth.

5. Conclusion

In essence, the technological innovations have transformative
impact on the global and Nepalese financial landscapes. While
Nepal has made commendable strides in adopting digital
financial services, the nation can draw valuable lessons from the
exponential growth of FinTech in India. The drivers of FinTech
surge in India, including regulatory support, the India Stack
digital initiative, growing mobile penetration and a supportive
ecosystem, have played pivotal roles in fostering innovation
and financial inclusion. One of the remarkable aspects of
India's FinTech revolution lies in the coherent progression of its
initiatives. The India Stack program, initiated by the government,
seamlessly integrates three layers: the identity layer, payment
layer, and data layer. In the identity layer, Aadhaar serves as
the foundational bedrock, around which all other products are
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centered. The UPI program, within the payment layer, propelled
India into the era of digital payments. Simultaneously, in the
data layer, initiatives like account aggregators were launched.
Additional initiatives such as Digi Locker, e-Sign, and others
were concurrently introduced to facilitate the overarching
Digital India initiative.

In contrast, Nepal has also initiated projects like the Naagarik
app and the National ID program. However, these initiatives have
remained stand-alone projects so far, lacking integration with
other products. Despite having a digital record of government
documents, the Naagarik app cannot yet be considered a valid
source of identity. Similarly, the biometric data of the National
ID has not been integrated with other products and services,
and interoperability guidelines haven’t been formulated. The
potential impact of these initiatives on Nepal's fintech landscape
could be significantly enhanced if they were integrated with each
other. The National ID, as conceived in its planning phase, should
have been the foundation for all other digital products launched
in the economy. To fully capitalize on these developments,
these initiatives should commence with a comprehensive plan
to operationalize them, including complementary initiatives and
other necessary digital infrastructures for a smooth transition to
the digital financial ecosystem. Only then Nepal can catch up to
the rapid pace required for a paradigm shift to a seamless digital
era.

Implementing measures analogous to India can accelerate
Nepal's FinTech journey, fostering innovation, financial
inclusion, and aligning the nation with the global FinTech
trajectory. Nepal should also focus on the need for a robust
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digital infrastructure, a proactive regulatory framework, and a
supportive startup ecosystem to promote FinTech innovations.
By leveraging lessons from India’s experience, Nepal can
accelerate the growth of its FinTech sector, enhance financial
inclusion and usher in a new era of digital financial services that
cater to the diverse need of its population.
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Navigating the Interplay of
Consumer Behavior and Economic
Downturns: Lessons from History and
Contemporary Challenges

Suprima Poudel*

1. Introduction

Consumer behavior and economic downturns are positively
correlated with one another. While recession is often seen to bring
drastic change in consumer behavior, consumer behavior is also
the causal factor for economic downturn which ultimately leads
torecession. There are plenty of articles and studies that advocate
the impact of recession on consumer behavior. However, these
articles fail to recognize that consumer behavior is the ultimate
cause leading the economy to recession. Thus, this debate is
as intriguing as the hen and egg dilemma. The definition of
recession suggests “significant decline in economic activity
that is spread across the economy and lasts more than a few
months.” (National Bureau of Economic Research,2023) This
definition is too general and doesn’t give a specific formula to
identify recession. However, another definition practically states
that recession is when the real GDP falls for two consecutive
quarters. (Claessens & Kose, 2019)

Globalization has condensed the world whereas technology
has been acting as a catalyst to interlink the world economy
and making nations dependent upon one another. The world has
been facing economic downturns time and again. Tracing back
the history of economic trough, the great depression of 1939 was

* Assistant Director, Nepal Rastra Bank

3°% Y /348



one big shock to the world. However, since most nations were
independent of each other, US was severely affected leaving
very little impact upon the rest of the world. Not only that, the
world has experienced several economic bubble bursts like the
tulip mania, dot com bubble, the housing bubble of 2008 and so
on. These are just to name a few. Economic bubbles, fueled by
herd mentality and a collective inclination towards speculation,
have served as igniting sparks for downturns, causing ripples
that extend far beyond national borders.

The response to such crises has seen the evolution of
economic theories and regulatory frameworks, with interventions
like BASEL III emerging as shields against the vulnerabilities
exposed by recessions.

Nonetheless, navigating economic challengesisn'tacomplex
task thata singular economic theory can effortlessly address every
time. The unpredictability of consumer behavior contributes to
this complexity. Despite certain traits being generalizable, the
ever-evolving nature of tastes and preferences adds a layer of
unpredictability. For instance, the clothing preferences of baby
boomers are drastically different than that of millennials or Gen
Z. Similarly, the expenditure pattern of each generation differs.
Consequently, while economic theories can offer broad insights,
they fall short of ensuring a foolproof solution. However, it
cannot be ignored that the duration between recessions has been
extended.

2. Economic Bubbles

Human behaviors are not always rational. Their actions
propel the economy through a cyclical process involving
expansion, peak, contraction, and trough. Examining the
historical context of each economic recession reveals a similar
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pattern. For instance, tulip mania that occurred in the 1600s. The
17th century is often regarded as the Dutch golden age. While
the Netherlands' economy was in a phase of expansion, the price
of tulip bulbs skyrocketed, leading to widespread speculation.
Prices continued their upward pace, reaching levels nearly
equivalent to the cost of a luxurious house. Rational analysis
prompts the question: why would individuals invest heavily
in a perishable item that can be cultivated? Despite the logical
query, the phenomenon unfolded, and in 1637, the bubble
burst, triggering a significant economic shock. Fortunately,
as economies were not deeply interconnected at the time, the
consequences were contained within the nation's borders. This
historical episode vividly illustrates how consumer behavior, at
times, can defy rationality, contributing to economic downturns.
In this scenario, all four stages of the economic cycle are
identifiable: expansion initiates the tulip mania, which then
peaks; subsequently, with an increase in supply, contraction sets
in, culminating in the bursting of the bubble. The ensuing cycle
propels the Netherlands back into an upward path, ultimately
recovering from the economic turbulence.

While the tulip mania remained confined to a local incident,
the Great Depression of the 1930s stands out as a monumental
shock in global financial history. Unfolding with the Wall Street
crash on October 29, 1929, it stemmed from rampant speculation
and excessive borrowing. The stock market's collapse exerted
immense pressure on banks and financial institutions, triggering
a widespread bank run. Its repercussions reverberated globally,
exacerbated by the fragile state of the world economy in the
aftermath of World War 1. This episode intensified pre-existing
challenges, with speculative human nature emerging as the
pivotal factor in this significant financial crisis.
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Before this global catastrophe, classical economists
suggested that, over time, market forces would naturally lead
to a more efficient allocation of resources and the maximization
of societal well-being, even as individuals were guided by self-
interest. However, it was the Great Depression that prompted
John Maynard Keynes to advocate for short-term government
intervention to stimulate aggregate demand. While the classical
economists suggested that in the long run market mechanism
will bring the economy to balance, he suggested that the long

run was a misleading guide to current affairs and we are all
dead in the long run. (Keynes, 1923) This marked a paradigm
shift in economic thought, acknowledging the limitations of
laissez-faire principles in times of severe economic downturns
and advocating for proactive government measures to stabilize
and revive economies. Similarly, dot com bubble was another
such incident that burst during the early 2000s. 1990s saw rise
of internet. The enormous prospect of the technology attracted
many businesses as well as investors. The optimism led a lot of
speculators to invest in internet-based businesses. Unlike the
traditional brick and mortar businesses, these companies sowed
a ray of optimism. When they launched their initial public
offering, it created a huge hype in the market. As many speculators
entered, the price of these companies rose to unsustainable
levels with no earning or profit backup. When the market price
was unsustainably high without strong foundation, the fate was
to doom sooner or later. In 2000s, the bubble reached its peak
and started bursting. This caused many layoffs and shut down
of businesses. This bubble burst affected the non-technological
frontiers as the stock market saw correction in almost every
sector. This also led to recession in the early 2000s.
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While there have been other economic downturns on
global level like the dot com bubble, the 2008 financial crisis
is another remarkable global economic meltdown that escalated
to greater heights. Like other crisis, this was also the result
of over speculation. However, this time it was with housing.
The real estate business soared up dramatically attracting
many speculators into the game. The optimism lured not just
individual speculators but entities with the most talented pool
of employees also fell in its trap. With interest rates dropping,
individuals ventured into risky assets and subprime mortgages,
contributing to the eventual collapse of the housing bubble.
This, in turn, triggered a massive recession that reverberated
across the global economy. Institutions like Lehman Brothers
faced dire consequences, and organizations like the American
Insurance Group (AIG) had to be bailed out to prevent
catastrophic repercussions, as their size deemed them "too big
to fail." The aftermath of the 2008 financial crisis prompted
significant introspection and regulatory reforms aimed at
preventing a recurrence of such systemic failures in the future.

Following the aftermath of this financial crisis, BASEL III
was brought to strengthen the capacity of banks and financial
institutions (Basel Committee on Banking Supervision,
2010). While numerous policy reforms have been implemented
in the aftermath of each economic crisis to address and mitigate
future occurrences, it remains a challenge to predict consumer
behavior. Although a general framework can superficially aid in
understanding how human behavior operates, the core reality is
that each individual is inherently distinct, with their behaviors
subject to change over time. For example: while it is obvious
that during shortage of any product, accumulating that product
gives rise to black economy and the prices go high causing the
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disruption of the market mechanism, it is still a first impulse to
accumulate scarce goods. Likewise, a recession occurs when
aggregate demand experiences an extended decline. According
to conventional economic theory, the recommended strategy to
counteract this situation is to maintain spending and production.
However, beyond theory, the expectations of consumers play
a pivotal role in shaping their future behaviors. If individuals
perceive greater opportunities in saving rather than consuming,
the inclination may be towards saving, and vice versa. Consumer
expectations, thus, act as a crucial determinant in influencing
economic dynamics during periods of economic downturn.

3. Consumer Behavior and Recession

There are several aspect of consumer behaviors that are
causes and some aspects that pop up as effect of economic
meltdown. These factors build up environment for decrease
in economic activities and create a vicious circle to recession.
Unless conscious intervention in done by government such as
increase in government spending the chain is difficult to break.
Some aspects of consumer behavior that are related to economic
downturns are:

3.1 Reduced spending: Recession begins when consumer
spending is heavily reduced for a long period of time.
Consumers are so uncertain about their future that they
prefer to save rather than consume today. Thus, they
postpone their demands. When this goes on for long time,
this creates pessimistic environment for businesses. The
sales go down, the profitability declines and the vicious
circle starts. This leads up to heating the environment for

recession.
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3.2

3.3

34

3.5

Higher debt level: While the consumers stop demanding,
the businesses have difficulty surviving. The projections
that were done earlier no longer yield the same level of
revenue. When the profitability goes down, the business
cannot pay off its debt. When many individuals fail to
pay their debts, the financial system gets vulnerable. The
ability of banks and financial institutions to create credit
falls which acts as catalyst to recession.

Decreased confidence: As the crux of this article suggests,
consumer behavior is often irrational and is the core to
economic downturns. When the economic activities begin
to slow down and the banking industry seems to face issues,
consumer confidence goes down. Now, the spending pattern
becomes more cautious and they intend to save more. Not
only that, people may withdraw cash from banks and start
hoarding which further worsens the condition as seen in
the 1930s. This propels many businesses to shut and the
economic meltdown starts getting severe.

Herd mentality: Another reason as to why recession
occurs is because of herd mentality. For example, when the
price of any asset seems to lower and people start selling
the asset, every individual starts following it and creates
a panic environment. Now, the herd mentality drives the
supply upward causing the price to fall dramatically leading
to bubble burst.

Job insecurity: While the aforementioned factors lead
to recession, job insecurity is aftermath. When all these
downfall starts happening in an economy, it is not possible
for businesses to retain their human resources as they can’t
afford paying salary without earning profit. As a result,
employees get laid off. Now, as their income source is
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disrupted, their ability to spend also reduces. Again, this
creates a vicious circle for reduction in aggregate demand
and the chain continues until external intervention is
introduced.

While these are aspects of consumer behavior, the role of
government shouldn’t be ignored. However, due to various
challenges, the government may have hands tied to launch
necessary policies. For instance, as Nepal struggles with its
economic status, influenced by global dynamics and pegged
currency, the challenges are multifaceted. The Impossible
Trinity guides the delicate balance between fixed exchange
rates, free capital flow, and sovereign monetary policy, limiting
the nation’s ability to fully control its economic fate.

4. Conclusion

In conclusion, the historical precedents, from the tulip
mania to the 2008 financial crisis, serve as reminders of the
irrational yet powerful role consumer behavior plays in shaping
the economic path. The evolution of economic theories and
regulatory frameworks, exemplified by interventions like
BASELIII, reflects continuous global efforts to shield economies
from the vulnerabilities exposed by recessions.

However, the landscape remains complex, and a singular
economic theory falls short in providing a foolproof solution.
While certain traits of consumer behavior may be generalizable,
the ever-evolving nature of tastes and preferences introduces an
element of unpredictability.

As Nepal struggles with its economic status, influenced
by global dynamics and pegged currency, the challenges are
multifaceted. The Impossible Trinity illustrates the delicate
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balance between fixed exchange rates, free capital flow, and
sovereign monetary policy, limiting the nation’s ability to fully
control its economic destiny (Perumal J., 2022).

Delving into the core of consumer behavior during recessions
reveals a spectrum of reactions — from reduced spending and
higher debt levels to decreased confidence, job insecurity, and
the pervasive influence of herd mentality. These factors, in
concert, create a domino effect, pushing economies into a spiral
of contraction and, in extreme cases, crises that demand swift
and strategic interventions.

As we navigate the cyclical nature of recessions, it becomes
evident that the dynamic interplay between economic forces and
human behavior remains a perpetual challenge for policymakers,
businesses, and individuals alike.

In this ever-evolving landscape, the lessons from history
suggest approaching economic cycles with vigilance, resilience,
and a comprehensive understanding of the delicate balance
between rationality and irrationality that governs consumer
choices. As we continue to struggle with the uncertainties of the
global economy, adapting to the impulsive nature of consumer
behavior remains a crucial imperative in defense against the
impacts of future recessions.
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A Journey towards NEO BANKING

Anuj Paudel’

Background

In the simplest terms, a bank is an institution that facilitates
the transactions of money. The term "bank" has its origins in the
Italian word "Benko," which translates to "bench." According
to the popular belief, currency dealers of the then era would
reportedly place their monetary assets onto a bench, thereby
giving rise to the origin of the term. Throughout the course
of history, banking institutions have traditionally operated on
a brick-and-mortar model, which entails the establishment of
a physical entity within a dedicated structure. The primary
objective behind the establishment of banks was to optimize
profitability by the acquisition of savings from the public
(surplus) at comparatively lower interest rates, thereafter,
lending these funds to individuals (deficit) at higher interest
rates.

The precise establishment date of the bank is several
centuries ago; however, the formally established and operational
bank is "Banca Monte Dei Paschi Di Siena:" It was established
in 1472 in Siena, Tuscan.

In general, banking institutions have emerged as a substantial
contributor to economic development through their facilitation
of employment opportunities, provision of extensive investment
prospects, and provision of services to both consumers and
society at large. Economic development is therefore propelled
by economic growth, which is facilitated by financial services
through the provision of necessary capital. The efficacy of the
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banking sector has been identified as a pivotal determinant of
economic expansion.

The banking industry has undergone significant changes
in recent times. Today, banks offer a wider range of services
compared to older banks. The banking and finance sectors have
greatly benefited from technological advancements throughout
their existence. Modern banks possess the capability to function
without the need for any physical infrastructure, operating
entirely remotely. This brief composition examines the influence
of technology on the banking industry.

Digital Age: Shift to New Technologies

According to the Truelist, Generation Z (Gen Z) Statistics,
Gen Z has become about one-third of the global population.
So, out of about 7.4 billion people in the world, 2.56 billion
belong to this group. The reason why “Gen Z” population is
important is because, these were the group of active people who
were to witness the emergence of Digitalization. When it comes
to spending habits, Gen Z statistics confirm more than 50% of
teens prefer to shop on mobile which further proves that this
generation is already engaged in digitalization.

Evident with the wave of digitalization, the changes should
and have been made in the banking sector. Over time, traditional
banks have undergone several modifications and enhancements.
Currently, digital banking has emerged as a paradigm shift in
the financial industry, representing a transformative system.

According to Asian Development Bank, Finance and
Banking is included among the sectors that can Boost Co-
operation. Estimates suggest that banks can remove around
20-25% of their costs through digital transformation. The US,
banking digital transformation spending is estimated to grow at
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an annual rate of 22.5% by 2020, with most established banks
allocating nearly 40% of their I'T budget to meet the goals of this
digital transformation. These figures demonstrate the significant
quantitative impact of digital transformation on the banking and
finance sector.

The digital banking sector in Asia, particularly in countries
like Indonesia, Vietnam, and the Philippines, has experienced
significant growth. In Southeast Asia (SEA), over 20% of the
460 million internet users only came online in the past three
years, indicating a surge in digital penetration and customer
expectations, as per an article publishedin 2022 in The Diplomat
magazine.

Similarly, In the context of Nepal, By the end of the fiscal
year Jul-22, the number of mobile banking users had reached
18 million, while internet banking customers numbered over
1.6 million, according to the Nepal Rastra Bank (NRB). The
transactions grew to 7.7 million, amounting to about Rs. 23
billion during mid-March to mid-April 2023, reflecting the recent
growth of the digital payment system in Nepal. Although there
are challenges such as infrastructure issues, security concerns,
and a lack of digital literacy among customers, Nepal is poised to
become a leader in digital banking and currency with the support
of innovative fintech solutions and forward-thinking regulators.
To augment their process, NRB is also exploring the possibility
of launching its digital currency to reduce transaction costs,
increase financial inclusion, and promote economic growth.

Neo Banking: New way of Banking

With the advancement of technology and the emergence of
mobile fintech startups, the term "Neo" has gained prominence
in the banking realm, signifying a new wave of innovative

Yoz Y/ 3%



financial services. Neo banks are primarily subject to regulation
as electronic money institutions. The term "neo banking"
encompasses a contemporary banking approach that capitalizes
on technological advancements and innovative strategies to
deliver financial services to its clients.

Neo banks tend to have lower fees and more competitive
rates than traditional banks, and they provide internet-only
banking services, so in-person customer support isn’t available.
Neo banks offer a comprehensive range of services that are
comparable to those provided by traditional banks. These
services encompass checking and savings accounts, payment
and money transfer facilities, loans tailored for both individuals
and enterprises, as well as supplementary offerings such as
budgeting assistance. The emergence of neo banks occurred
approximately seven years ago, primarily in the United
Kingdom, facilitated by Fintech companies. Some of these
neo banks are start-ups that undergo the rigorous process of
obtaining a charter to become fully-fledged banks. Rise of neo
banks has disrupted the traditionally unquestioned equilibrium
within the banking business by introducing a universal banking
model characterized by cost-efficiency, comprehensive product
offerings, and convenient accessibility. Neo banks utilize
advanced technological tools, like artificial intelligence (Al) and
machine learning (ML), to offer customized financial solutions
to their clients.

The neo banking market exhibited a valuation of $68.4
billion in 2023, reported in the article published by Research
and markets in Yahoo!Finance. According to paper published
in Grand view research, projections indicate that by the year
2032, this industry may potentially reach a value of $3.3
trillion, reflecting a growth rate of 54.8% from 2023 to 2030. It
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is projected that the total number of individuals engaged in neo
banking will reach around 350 million by the year 2026. For
neo banks to achieve widespread acceptance, it is imperative to
enhance the utilization of cellphones and internet connectivity.
Another contributing factor is the level of consumer comfort
with digital applications and their basic understanding of
financial products and services.

Drawing the line Between Traditional, Digital and Neo
Banking

In Brett King's book "Bank 4.0," banking is portrayed
as an experiential phenomenon rather than just a product or
service, characterized by the seamless integration of financial
activities into individuals' daily lives. Similarly, Bill Gates, in
1994: “Banking is necessary, but banks are not.” Such remarks
regarding the sector really shed light on what exactly banks
are.

While all the above types of banks provide essential banking
services, they differ in numerous ways.

Traditional Banks are those banks with large structures
as in buildings. The model traditional banks work in is called
“Brick & Motor.” Some of the distinctions can be made based
on their features. Traditional banking is unique in Physical
Onboarding, Physical KYC, Manual Loan Processing,
etc. Traditional banks are backed by a combination of factors,
including their physical presence, legacy IT infrastructure,
and long-standing customer relationships. These banks have
a physical presence with a domestic banking license, regional
headquarters in each province/country where they are active,
own-branded ATMs, and many employees, providing face-to-
face or one-to-one customer service.
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Digital Banking

Brick & Motor :
Branch Locations wan ition, JF ng, 100% Mobile, Startups,

Mo Brick & Motar d g
o Brick & Mota Doesnt require License

Source: The Nielsen Company(US),LLC

Digital Bank, similar in the way of traditional banks are pure
mobile banking applications. With contrast to model, No Brick
& Motor, digital banks are generally backed by large financial
institutions. Some of the features of Digital Banking can be
Digital Customer Onboarding, VKYC/eKYC, Analytical
Based Loan Processing, Loyalty based Management Scheme.
Although completely mobile and lacking a physical structure,
digital banks as well as traditional banks are generally licensed
and well regulated. Digital Banks are owned and/or backed by
BFIs as Digital Banking Unit (DBU) or Subsidiary that offer
Banking services through mobile and web applications.

Among the model of bank discussed above, Neo banks is
quite unique. Most of the neo banks are fintech startups. They
are 100% mobile, and they perform financial activities such
as sending/receiving money, prepaid cards, and other basic
features. One thing that neo banks is different than other banks
is that most of these banks are not licensed. However, some
of the neo banks, Chime (USA), Yono (India), Yolt (UK) are
renting license or partnering with other financial institutions.
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diagram explains the crystal difference between Traditional
Bank and Neo Bank. Since the market of Neo banking is on the
rise and keeping in mind that most of them are non-licensed,
there should be some legal arrangements exclusive for Neo
Banks:

Recognition of Neo Banks in Acts, Bylaws, Procedures,
Directives, etc.
1. Licensing Policy
ii.  Regulatory and Oversight Framework
iii.  IT Security Guidelines

How do Neo Banks Work?

The business model of neo banks revolves around
providing digital banking services without the need for physical
infrastructure, relying on technology and innovation to offer a
user-friendly experience and personalized services. Neo banks
typically offer a range of services such as checking and savings
accounts, debit and credit cards, and other financial products
through a mobile app or website.
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Neo banks are increasingly surviving and thriving through
strategic partnerships, which have become a key element in
their growth and success. These partnerships enable neo banks
to expand their services, enhance their offerings, and establish
themselves as a dominant force in the banking industry.

By collaborating with traditional banks, neo banks can
leverage the existing infrastructure and regulatory framework,
allowing them to offer a wider range of financial products and
services to their customers. Additionally, strategic partnerships
can provide neo banks with access to new customer segments
and markets, helping them to scale their operations and increase
their market share.

Apart from strategic partnerships, there are whole different
methods of how neo banks re surviving. Some of the revenue
generation of neo banks are:

e Interchange Fees paid by Merchants on Card Purchases /

ATMs
e Providing Ecosystem (Marketplace / Insurance / Stock

Trading / Investments)
e Interest Income on Credit Cards Personal / SME Finance
e  Offering Premium Feature Accounts
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Profitability of Neo Banks?
According to Digital Journal, in 2023, the total number of

neo bank account holders is expected to double over the next
four years, and the neo bank market is expected to be worth
about $722 billion by 2028, with an annual growth rate of almost
50%. With this kind of figure, it is expected that most of the neo
banks are enjoying their profits by now.

Profitability Route

StartUp = Technology Expansion
Investments Investments Investments

!peralir\g !055

Start Ups Freebies Systems- Overseas- Lacking Credit-
HR Customer Enhancement Expansions Products
Systems Acquisitions B2B Collabs Mare- Sizable Customer-
Operations Paid Referals Acqulsitions Technology Eate
Marketi Lagging-
arketing More HR Profitability

As we say neo banks are mostly startups and fintech
companies, a report suggests that it takes at least six years on
average for tech companies to return enough profit to their
investors so that they can oppose their initial investment.
However, according to a report by Simon-Kucher, in 2022, less

than 5% of neo banks had managed to break even.

Most of the large neo banks are still undergoing investment
phase and are yet to report profit. So, the question arises, how can
this global new form of banking make profits? An area that can
substantially boost Neo banks revenues and hence profitability
is lending, which most these banks have held back on due to

lack of a full-scale banking license.
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The Present Scenario: Still upcoming idea

Despite the growing prospects for financial technology
(fintech) and digital banking services on a global scale, neo-
banks face notable obstacles that must be addressed. The
viability of neo-banks is reliant on the technological capabilities
of an economy. The technological infrastructure must possess
sufficientadvancementtoinclude digital payment systems, robust
network coverage, and a consumer sector that demonstrates
proficiency in utilizing digital services. According to Fintech
Global, despite the advancements in the fintech industry of the
United Kingdom, there exists ample scope for further expansion.
The combined customer base of the three largest neo-banks
in the United Kingdom, namely Revolut, Monzo, and N26,
amounts to only 2.5 million individuals (Customer base). In
contrast, Lloyds, the largest traditional bank in the country, has
a far larger client of 30 million. The recognition of this lack of
representation brings attention to a fundamental issue pertaining
to trust. Despite the prevailing skepticism among the public
over the efficacy of traditional banking institutions in delivering
optimal financial benefits, these establishments are nonetheless
seen as sufficiently reliable to safeguard consumer funds.

FINANCIAL CUSTOMERS IN UK

W Lioyds W Revolut, Monzo, and N26

Lloyds

TRADITIONAL BANK 52°%
OF LK

Neo Banks

NEW oF o,
(e saa 5%
Neo Banks

Percentage above is the portion of total UK population
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Digital Banking Evolution in Nepal

Since the introduction of the core banking system (CBS) by
Nabil bank in 1984, the Nepalese banking system has undergone
continuous development and innovation. The year 2002 marked
a turning point in Nepalese digital banking with the introduction
of Internet banking by Kumari Bank. Over time, the nation is
advancing towards achieving a completely digitalized sector.

Nepal with given infrastructure and technology has shown a
very good adaptation to digital form of banking through various
wallets and mobile banking. According to datareportal website,
InJanuary 2023, there were 15.85 million internet users in Nepal,
with an internet penetration rate of 51.6% of the total population.
With this, there is a clear indication that the population of Nepal
has been exposed to internet. Moreover, according to Nepal
Rastra Bank, as of mid-September 2023, there are 10 PSOs, 27
PSPs and millions of people are onboarded in digital banking
experiences. The below diagram shows the digital journey of
Nepalese banking system.

Timeline

[ 2016
i ' SoTs

Source: related BFIs' website
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Nepal's preparedness in digital financial services is
commendable, and the country stands to gain significant
advantages from embracing such services. One notable issue
in Nepal is the absence of any "Digital Bank". Given that this
sector is highly growing and developing on digital infrastructure,
the implementation of digital bank should have already been a
tangible reality. However, the allocation for a digital bank was
only made in the budget speech and Monetary Policy for the
year 2022/23.

Considering the level of digital acceptance of people in
Nepal, it appears that digital banks and neo banks are suitable
for operation in Nepal. Nevertheless, the introduction of the
innovative concept of "N Bank" by Nabil Bank, intended
to be Nepal's first neo bank, was impeded due to a dearth of
appropriate guidelines and framework.

Furthermore, one ofthe motivations behind the establishment
of digital banking is to educate the younger demographic,
thereby enabling the inclusion of Gen Z in utilizing financial
services.
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Knowing about Commercialization of
Agriculture in Nepal

Rejina Bhattarai
Background
Agriculture is the part of primary sector economy through
which fundamental right of “right to food”, guaranteed by
Constitution is fulfilled. In present context, it acknowledges two
UN sustainable development goals- no poverty and zero hunger
directly and others indirectly (Adhikari, 2018). It is the source
of food and nutrition for the daily livelihood. It is only medium
to make nation self-reliant in food and nutrition, which plays
significant role to build-up food sovereign and autonomous
economy (Government of Nepal, Ministry of Agricultural
Development, 2014). Along with the human evolution, the
sector has been transformed to commercial practices for better
earnings and standard livelihood. Currently, the agriculture
is commercialized via various dimensions such as pomology,
horticulture, olericulture, floriculture, apiculture, animal
husbandry and poultry, pisciculture, serology, and so on.

Commercialization of agriculture is the rational transformation
of farming system via specialized and diversified agricultural
practices. The agricultural product mix are largely determined
by market preferences; thus, economic growth accompanies
agricultural commercialization (Pingali & Rosegrant, 1995). As
per the World Bank, agriculture is more effective in alleviation of
poverty compared to other sectors thus, agricultural commodities
should be resilient enough to be safe, sustainable and profitable
at same time via commercialization. The diversification of

* Senior Assistant, Rastriya Banijya Bank
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agro-practices has opened doors for various agro-enterprises,
agri-businesses and agro-entrepreneurship. Since, agriculture
provides the raw materials for manufacturing for the industrial
outputs, it has close relation with the secondary and tertiary
sector of economy as well. Besides, agriculture has vital role in
supply chain and value chain development. Thus, agriculture is
the main source for food, nutrition, income, and employment.
Nepal is recognized as agriculture-oriented nation. Since
the initiation of economic planning, agriculture has been
emphasized sector in Nepal (Samriddhi Foundation, 2011).
About 60% of Nepalese households are engaged in agriculture
occupation. Moreover, rural households heavily dependent on
the agriculture as the main social and economic activity for
their livelihoods. However, productivity and competitiveness
of agriculture sector is very low because of traditional farming
practices (Government of Nepal, Ministry of Agricultural
Development, 2014).

Assessing the agricultural sector, it is still in the low
development stage. The sector is conquered by basic staple
grains production; about 82 percentage of cultivated land is
planted with cereal crops however, basic staple grains back
up for approx. 30 percentage of agricultural gross domestic
product (The World Bank, 2011). There is lack of improved,
modern and advanced technologies, breeds, seeds, fertilizers
and other resources in Nepalese agricultural practices due to
which majorly, rural and marginalized people still practice
traditional farming. The contribution of agro-sector in Nepalese
economy is expected to be 24.1 percentage for last fiscal year
(Government of Nepal, Ministry of Finance, 2023). Observing
the trend of Nepalese economy, the contribution of agro-sector
in the economy seems to be decreasing while that of service
sector to be increasing.
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Government of Nepal has adopted the Agricultural
Development Strategy (2015-2035) focusing on the holistic
development of agricultural sector by collaborating with
sustainable development goals (SDGs) (Government of Nepal,
National Planning Commission, 2021). The strategy concentrates
competitiveness of agriculture via commercialization,
modernization and diversification of agriculture. The fifteenth
plan also highlights the coordination of commercialized,
industrialized and modernized agriculture with SDGs such
as hunger alleviation, food security and nutrition assurance,
income generation, poverty alleviation, and import management
(Government of Nepal, National Planning Commission, 2021).
Furthermore, Nepalese agriculture should be oriented towards
creation of comparative and competitive advantages through
creation of blue ocean strategy.

Agricultural production of Nepal is observed in subsistence
level only. Even the basic consumption is not fulfilled enough by
domestic production thus, basic consumption is also imported.
The dependance on subsistence level agriculture hampers the
growth which ultimately, becomes bottleneck for fighting
against employment generation, income creation, poverty
alleviation, increased food price and food insecurity. Nepalese
agriculture should be widened enough via transformation from
subsistence production to the sale of surplus agro-products and
services. The transformation should acknowledge the input
and output production as well as decision making behavior of
farmers in production and marketing activities (GC & Hall,
2020). The immediate step of agricultural transformation should
be commercialization and modernization by emphasizing
on market demand and consumer behavior. In simple words,
the agricultural practices should be oriented towards market-
oriented agricultural production and distribution for ultimate
consumption.

2050 HFH - 9H ¥



Situation in Nepal

Being import-based nation, Nepal relies on import for basic
consumption purpose as well. Though agriculture contributes
significantly in Nepalese GDP, the production is not enough
for fundamental consumption (Adhikari, 2018). The basic
consumption such as rice, corn, wheat, potatoes, onions, spices,
edible oils and much more are imported. In fiscal year 2021/22,
our nation imported basic consumption products of more than
Rs. 500 billion. The huge portion of food import resulted in
heavy trade deficit. It seems like agricultural sector is being
ignored sectors of the nation. Thus, the agricultural production
in Nepal can meet the domestic consumption to initiate towards
self-reliant consumption.

Majority of Nepalese farmers are involved in small-scale
and medium-scale farming. However, the structure of Nepalese
market needs much more attention as the farmers do not proper
market; variousincidentscanbewitnessedofdumping vegetables,
spilling milk on the road (my Republica, 2022). Hence, farmers
get discouraged from market by getting unfair prices. There is
inadequate infrastructure, and poor accessibility of resources
as well as technologies to enhance agricultural productivity for
substance and surplus purposes. Due to traditional practices,
the cost of production is high and the domestic products faces
difficulties to compete with imported products in terms of price
(my Republica, 2022). The economies of scale and scope is
yet to be acknowledged in Nepalese scenario. The scientific
distribution of technologies and skilled manpower are missing
in the scenario of Nepal. There is lack of laboratories for soil
check, research, genetics breeding for improved agro-practices.
There is still problem in the development of climate-resilient and
eco-friendly agro-systems due to which off-seasonal production
seem challenging.
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The major variables affecting the agricultural practices are
depopulation in rural areas as the Nepalese rural lands are being
barren in continuous basis due to outward migration; while the
lands of urbans areas are being expensive and concrete jungles
as results of unmanaged plotting and urbanization. People are
changing land-use systems by abandoning agricultural lands
due to diminishing youth interest in agricultural activities and
increasing non-agricultural income opportunities (Adhikari,
2018). Environmental degradation via soil erosion and soil
fertility loss are also burning issues regarding the scientific
agricultural practices. Rapid fragmentation of land is major
problem (Goverment of Nepal, National Planning Commssion,
2021). There are no scientific land reforms having regard to the
interests of farmers while the dual ownership of land still exists
due to which land productivity is low. The farmers do not have
access to agricultural inputs in real times. The farmers are not
aware about their rights and interests. They do not get fair price
and market for their agro-products as there is no provision of
celling and floor price for seasonal and off-seasonal products.
Moreover, they do not have proper knowledge regarding the
cash crops and productivity to initiate their commercialized
agro-practices in micro level as well.

The various plannings and commitment regarding the
upliftment of agriculture and farmers’ livelihood has been limited
in planning only. Theoretically, the plans seem very optimistic
but in reality, the plans are not fully implanted. There is no any
strategic implementation, evaluation and control because the
real farmers are not being benefitted from the planned activities.
Approximately 90 percentage of various agricultural subsidizes
seemed to be mis-utilized under various headings beyond the
real heading. The loans under agro-heading, disbursed by banks
and financial institutions, seems to be disbursed unwillingly just
to meet the regulatory need because of insecurity of loan loss.
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Opportunities for Agricultural Commercialization in Nepal

Nepal has golden opportunities to initiate blue ocean strategy
via topographical advantages and indigenous skills coupled with
modern technologies. Nepalese agro-enterprises can perform
feasibility studies for their agro-products (such as Illam’s tea;
Rhododendron’s wine, rare herbs, spices, mad honey, dog-
chews and so on) markets in domestic and international level
via SWOT analysis to make strategic plan as well as implement
and control accordingly. Initially, the enterprises can follow the
pursuit of product differentiation and low cost to pledge new
market space for creation of new demand. They have prospects
to create new market by making the competition insignificant
in international market and restructuring market boundaries via
branding of Nepalese agro-products. The products should be
able to offer pure Nepalese tastes that has not been served before
and be valuable in any terms so that people will not compromise
to buy them.

For this prospect, the concerned authorities should facilitate
the enterprises by allowing subsidies, marketing the products,
coordinating with farmers and business-houses, creating the
diplomacy in national and international levels and implementing
the diplomacy with accurate control and regulations. India is
the major trade partner, where there is mechanism of farmer
empowerment via proper subsidies and adequate market
structure. Nepal should learn from Indian commercialized
agricultural practices.

Agriculture should be gradually transformed from sustained
practices to commercialization and ultimately towards export
promotion by identifying the comparative advantages. There
should be micro management from ground level to uplift the
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agro-sector by inspiring the farmers towards commercialized
practices. The concerned authority of agriculture should carry
out land pooling to enhance productivity and make scientific
land reforms by discouraging inactive land ownership.
Adequate utilization of land via proper classification as per
the productivity, nature of land and ecological balance is very
preliminary step to uplift the commercialized agriculture. The
fruitful disbursement of resources should be acknowledged to
increase the production. Scientific and modern farming should
be initiated from ground level from every term of time.

In short run, the basic national consumption should be
produced via alignment of farmers and societies; creation of
separate supply chain and import restriction. In medium run,
the commercialized agro-production should be increased to
substitute the imports. The farmers should be encouraged by
protecting and promoting their rights and interests. The farmers
should be directly connected to ultimate consumers via modern
technologies by eliminating the large intermediaries’ layers.
The government should provide assurance of the food security
to the people by guaranteeing the production and protecting the
producers. Also, the banks and financial institutions should be
inspired to invest in commercialized agricultural practices by
coordinating with local levels and paying adequate attention
towards agro-markets structures. The government should
encourage farmers by ensuring the proper market and start the
new trend of commercial agriculture. Besides, the monetary
authority must strongly monitor banks and financial portfolio
management performances. Moreover, in long term, the
commercialization production should be increased enough to
promote export.
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Way forward

Commercialization of agriculture is the perspective way
for uplifting the developing economies like Nepal. There
is great potential of sustainable business opportunities for
profitability and growth via diversification of market oriented
agro-production and agro-enterprises. The subject matter is
an effective weapon to fight against the rural unemployment,
poverty, food insecurity, food price hike and unmanaged lands.
Nepal can create distinguished identity by practicing blue ocean
strategy by creating new market spaces of Nepalese agro-
brands. Nepal may shape its new entrepreneurship as per the
perceived customer value, market demand and cost factors. The
adoption of blue ocean strategy has direct linkage to competitive
and comparative advantages thus, Nepal has very wonderful
prospects to practice the economies of scale and scope in long
run. Prosperity of Nepalese economy can be possible through
commercialization of agriculture.
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Table I1
Major Financial Indicators
as on Push End, 2080 (Mid-Jan, 2024)

Note:

Bank balance includes money at call
Nominal GDP for 2022/23(P) stands at Rs. 5,381,335 million (Source: https://cbs.gov.np/
national-accounts-statistics-of-nepal-2022-23-annual-estimates/)

Negative core capital has been excluded in calculation of Capital Adequacy Ratios

Class 'A' |Class 'B’ C,lél,ss Overall
A. Credit, Deposit Ratios (%)
1 | Total Deposit/GDP 100.90} 10.85 2.18 113.93]
2 | Total Credit/GDP 83.48] 9.23 1.76 94.47
3 | Total Credit/ Total Deposit 82.74 85.09  80.57 82.92
4 | CD Ratio 79.89 83.94 79.21 80.26
5 | Fixed Deposit/Total Deposit 58.39] 67.33]  72.25 59.51
6 | Saving Deposit/Total Deposit 26.98 2431 18.26] 26.56
7 [ Current Deposit/Total Deposit 7.54 1.66} 1.23 6.86)
8 | Call Deposit/Total Deposit 6.24 6.64 7.37 6.30)
9 | NPL/ Total Loan” 3.63 3.61 9.18 3.73
10 [ Total LLP /Total Loan 4.26 3.65) 8.81 4.29
11 | Deprived Sector Loan/Total Loan $* 6.32] 11.18 7.06] 6.80)
B. Liquidity Ratios (%)
1 | Cash & Bank Balance/Total Deposit 7.65 6.13] 7.79) 7.51
2 [Investment in Gov. Securities/Total Deposit 18.48 16.69  19.01 18.32)
3 | Total Liquid Assets/Total Deposit 27.16 25.38] 33.43 27.11
C. Capital Adequacy Ratios (%)
1 | Core Capital/RWA 9.65 9.78]  13.60] 9.73
2 [Total Capital/RWA 12.48 12.72]  15.69] 12.56
D. Financial Access
1 [No. of institutions 20| 17 17 54
2 [No. of Branches 5,019 1,134] 288] 6,441
3 |No. of Deposit Accounts 45,911,042f 6,802,570] 836,694 53,550,306
4 |No.of Loan Accounts 1,534,416] 290,491 42,176 1,867,083
5 |No. of Branchless Banking Centers 1,204 17| - 1,221
6 [No. of Branchless Banking Customers 300,509 1,489 - 301,998
7 [No. of Mobile Banking Customers 20,006,586 3,034,349| 175,448] 23,216,383
8 |No. of Internet Banking Customers 1,279,818 530,332 14,942 1,825,092
9 [No. of ATMs 4,673 347, 44 5,064
10 |No. of Debit Cards 11,736,515 951,382 59,163 12,747,060
11 |No. of Credit Cards 304,655 1,003 ] 305,658
12 [No. of Prepaid Cards 166,347 1,690 - 168,037
E. Interest Rate(%)
1 |Wt. Avg Interest Rate on Deposit 7.32)
(a) Saving 4.61
(b) Fixed 9.45
(c) Call 2.12]
2 |Wt. Avg Interest Rate on Credit 11.38

$ 6 months prior Total Loan has been used to calculate Deprived Sector Lending Ratio

“Data as on Poush end of FY2080/81 (2023/24)
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