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*  JUMEA AW T H&I IWEEAT JaadaH 20 IfIed, wes
qo0 gfqerd, WA AT ATEH 9 UfdeTd, ATARTAE | Y
giqerd FAfq AR daT a|H Y0 Jqead=ar dél T A
TATY ATMHRATH a6 THE el G |

°  AYIRl FHY AITGTHT HAfeqH IcUaddl TRl fe=m %o
giqeTd &, AT TUT Eled | AAHT I0HEIdE FE T AT
FeAl GEIGATAAH JAHA AT F& AAT T JAAHE

~

TYAT YT &7 |

AR AR JaGAHT AT faguawt gq@ Afq qan wE=wa

Il Hqad a& T ATl IoaRd dersd, A afg
T4 T JAWH AT F2f9r o erefia T Aifd e g o
TAAH! FTI IR FETAHT T Jiqeqeial ifaars Afedat
TCH G| B FAAITAT Wl el oA Fard gaeq T,
AT AR T, JeaAied AR Ja8 T AR arel &9
T g fauer g anfewr g, 00k o el ggdw T
garaelt T fewr e afg T, faed aemeAr WOl awq T ger
e Afq wfeqa® T g | AIAS ARSI AT e
fguefa, &g Y Jgueld SATIRAT AUEEl JURdld At aArsd
Jeed foauar 3 |

TG T, AR U AR qieF AW, 2006
fafd aered, 3Iculed, Icaedad T Jiaeddl dered T aw adl
ATl MR Fergd Aid Ul g | AR aftesd Hid, 006
o AR AMMEE aNd A T giaerdl T AT dersd aed
Ul g | A9 SR THed WG, 050 o IAN T A
AMRE AT FIA  AAET FATSH,  TIATITH] FATEATHT A
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TS T F% qdT At fafaefieorer ol e g1 a8 T4,
ag M T FEAHRAATE @FATER Tqd TS G

IO Rl Afd qAT FEHA T AME aeiad AATE
FATEL T NS TaEehT [Tl Son T G |
MR GEollH0T  FEhIAT (Trade Facilitation Agreement)
FATATTAT Wwhl G | JgaTe AR T GRAeH ANd I T
AT AR F |

TIgie RH e UW, 09y, et Terh (e
U9, 2093, #FOAl U9, R0%3 T AENTE aaq™ UF, Q0%
FRATIITAT EH G |

TR AT (AT grafaedr fEua g | dass, e
T UNTSS@T Ul 19 Al GoaaTar Wl g O
AT T =il U g T ATl g |

AREETS HH T e, faamn, fem, &g, afafa)
FEATITHR] G, g9 T ARl e TS F |
&E deHl SAFTA, SATIS, BIMSTEC W&l § W+ =9
TSI LUTRl AN F==Td National Singal Window #T 3Y
o e ag g |

BBIN MVA HT 2&leR 9% JIE SHET TH g 5
T ATHET TN G |

MR GAITHT AN FEHA T IOANHAT Foaaqa g |
IEATETH ATRT;, ATl ] IATET T ATl aeqebl SUANTH
SiTe faguar g |

fATaHT TG FEHE FUHA, (sl &6 GEhHaE FUH,
MR AR [IHEH FEHA, AR Fes(w0 T ATF
FIANTH FAHHA FoAATAT G |

TE@ed qaT R Tl 1, d91e gradied  Ararand
foera @fafa, =R qar Werlt yadq daemader e
WEH T |

R0cq WS - T8 °E



°*  FMNUR YAEHIATH AT e, oquHE,  faeemer X
HATGAATITH HF g1 TH G |

FeifEy T e fagage
F UM 9T ATIRETERE Hifq, WG T FEHE qd el

= fawaar afafes smaEraed fagra T s i sere

qeId, faeemu T IWN TH TEgA | dHed Fel YHE faged

TEEATHEH T

e Theory of Mercantilism: 19 T 9G off et At fagra
gafad fodr ) A1 fagradr Ferel gEgfa el 7 99 T
TS A g W "ar TRy | dfed 9 ST, =,
fagTRerl Aifqar g7 qgaqar diidee qEg |

+  Theory of Absolute Cost Advantage: TSH a3 a9 q00%
AT gfdurfed fagT=a 21, a7 | 'One country is more efficient than
others' = WMl AT fagred wmanfed @ a9 F A%
gel fgdl aaeT "9 a8 ATeHErd Tl |
ST FETHET I ATH gy AT fafirdimr Ty A aq
HRIAT BT @A I9TH HAA(d, S, 9@ FEr T

TH YTHdH FId g qUdrd Hldh 943 |

°  gaMTHE® wwwl fagw @ 9510 W efwe feenm
gfeaied fagrea &1 411 7Eer ggaer a1 9 g% SoumEd
T &HAT GUHT AR TAAHE ATAATS AHISS | TS
Relative Production Difference #1 €T THd &4 @febrg | %
Mg 99 39 qETAGA] JAICHE o9 d¢l g1 FH Tag
W ¥ 79 fggradr AT @)

*  Theory of Factor Endowment: ¥ 9&00 ii’&l‘lﬁﬁ'{ Eli
Heckscher and Bertil Ohlin g1 gfqurfeq fagrea &, ar1 a9
qgT=de Factor or Resource &% = SATIRSHT AT =Gl
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Capital, Technology, Natural Resources, Labour & Idal  &-
FET GId IUAed G, el [HaHE! IANH! AT T faar
TUEE 9 /AT g, A1 Mg |

*  Theory of Country Similarity: I 91639 #T FIMEA Linder
d yfqured Wl fgrea g, ar 1 a1 fagrad JeeEdEe
THMA T AR &g 9w A=Al edg | a1 fagreae
ATER HA A, A Yiqeath a@ T [a@Edr s
HedINea] T AR g8 T 83 grg 9o Al TeEsg |
Y Ioared IR fAfd T 9T SERATaHIT T awq AT
AT ICURA TIag A+ AGdT gHa a7 fHgvad ey |

+  Product Life Cycle Theory: Raymond Vernon @ &F 96%0
AT yfqued Tl faga & ar | a1 fgrad Innovation,
Product, Growth and Maturity & ffv=a wfwar T wgfaer
TR SaTeh g Al Al TERs | IRER AT
FFAH (AT JHNFHEE & 91 | 8 Ad, a1 af
THHT ICUGH Seol@did HTATHT &8 AT G |

*  Global Strategic Theory: 91 9650 ¥HI Poul Krugman g1
giqqiieq  fagrea &1 a1 A1 fHgrad AarAr ard o
TG ar WHIGE e geE gy W "rear g | A
fagreael Fwar agatad FFIHEr (MNCs) Jiquedt ar Fad
qred g e @HG @ |

*  National Competitive Advantage Theory: 91 9660 HI
gfqaTied Micheal Porter &1 fHgr=d &1, a7 | 3T« &9 9660
HT YT The Competitive Advantage of Nation Wee T&I&HT
a1 fagrdsl A T g | 9« Innovation, Creativeness
o gfqeqdl &mdT dersy SR ATRIAT e | Uil gid, |/,
W RSl HROT Jfaeqd] emqar e Tdg 9o arer
fagreaT =menn T S |
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amre fifa sieeee (Trade Policy Instruments)

weare (Tariffs): I AATTHT AFT AT AT A BT | TR
3e9T U ggal A9 @eefl SANeS SR ATeaHare
HIEAT T THA BT | AIHT qHA O G Rl 7 e gid
TR EH 3 |

g #@t (Import Quotas): I7 TR (T FIARHT A
@Eq 2 | g7 qEFIQar Restriction &1 39T &7 | a7 Absolute
Quota/Tariff Rate Quota I g |

wafeos fmf@ Q@ (Voluntary Export Restraint's): 39@%c
fafre FRUS aa TEgH | ANEd faaHr g1, agded
TeIH! FoAT GRTIHl fata T | Sfeqdenadsd yratas
TG TR EF |

frafamt s ®T (Export Taxes): [afqe #Uer fHaiadr &<
TG T=I §v | HHAGAT Primary Goods #T dT & acl
AMErg | SETER0THl WATNT UTh(ded &=a1 UaTd, =TH, Heb,

NN

FHI, ASAEATITH AHES! T Ad AqcTe ql ar

ERIE G 1 E: e B

a9e (Subsidies) : IT TXFHRATC AATh, AT AT FLIEATS

fegmg | MEM e, # G, Logistic Support TAHF FHTH

ETHFg | AMEM [a9d fqerdl dered a1 & @ awq| ar
N

AT G T fdgeg | O I BT T T AR
fad TR G|
Local Content Requirement: J997 ffy=q uiqerd =i

F=aT USTd AT HeA g9 A1a9dF &g | AT WA JearaH
gfqeTd AT Hed®l Precent 39 &9 G |

Anti-dumping, Measure: ﬁ E faa T Foer =
IATCAT 93T TEIMT AT a1 fahl T A@eE Dumping
A7g | JT Dumping AT AT 9THT IR ST 9 AT
Yagd 9 HLHHIE AT Anti-Dumping Fee @WEwg | AT
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TATTAT AT g4 & ITh Sl WM SIS T3] HH
AT FTH] ST TOHT AT AR ST geg | AT Jraer
AHIT g TFAR &fd qUH gIueg | TITdel Jaqeaedl Ha
FAT AT FAEIT diel B |

+  Countervailing Practices: a5 3cqE® JTHl A& BT
fagell awq M AT FUAT @efl IANATS TS AT AT
A AN g | AT ATATIAT AeaTCHT T qad g
97 T [A5eg | A1 TSI dfed J8d Aqgea T ues |
7 faaefl IEM@ TFRCIE  qEAs HH A T @ed
TR T T Ie9T AU g | AU TAFEAT B
FAT qIYT G T dqiebl G |

+  Safeguarded Measures: JTATd I== EYAT Fal a7 AT
feafqar aaer sMSer AT AR YANT Eg | JFHT ATATTHT
99 IR A1 ek AqNeg | TGAT ADIT T 99 el
el AR qUGRT d@ ANSd dgd W g | A9
A FAA FAC I HEATEITH AT T THIG |

*  Voluntary Import Expansion (VIE): T EIE IR gq 9660
g G JEATHT @Tfl I TF ThlLal Import Promotion
E1 99 966y TEI AT AN YAN A faed @mamw
gl UEEHT | AT A7 AT 9T IUASd Aad
TAITE TEH TRHAT AHT &g |

AT SHTARAT THE IR (2w

AT TAS SHAT [T AT TTHT T TISTIA
qTET G| AN [aPp@adT AN R0¥E @l Iaqaqe=rg
Fiforsy Hifd, 0¥ AT ARET 1 2089 T T fq99 AR
Tgordl 9a9 qUufy atrer Hifg, 2003 I wf@r ) e =
aiforsr Hifq, R0GY FATEIEHT FFUH F | JAMT,  TITART
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e  WUHH! AR TN AT SATIRET AT A, JeaTeA,
IcuEEd g T | AT FH T | SeUEAR AR TG
T | IR TETIRH TR T 964 gig 9 |

o  IH MEmE @war ¥ Fqar A w1 Aifd, wriidew
FAFEAIA JAEHH A5 SfAwd alg T |

o faxeft Foum wardar fiRaT #W T 1 IIEROTE ART gawRET
& A g7 w99 gide, aAH & giaerdedl deel qary
T AT G |

o UGN Sl T YOS GFEEe T | qEe HH e
fasra T | AERE ¥ fAeEes g de T |

* & d¥ Startup F AT Hifq FEAHRAA ST T FATAAA

23 N r ~ c
o qTHAA wA A gEEEE T |

o  AMURHT FH T THA (THEIATE ®IGT T T FEET,
AT ¥ N AR gig T | TqAd HEAET qHA
MR AT G, A=A €300 ATH AT &l AT &3
HANRT FH G | AT FAAT A T |

° MUY YHUIHUTRl HAARITHT FEX I, Logistic Performance
AT AAA 939 I TFEHAT WA TGH AT I |

«  Backward, Forward ®¥=g#dl JaX TH, HAATTH]  EHl
IS AT T X %] q97 Harsl 90 T F&q
fafardieTer 9 |

o N AN AW@ SN qlg A | AAAH] qF &
IR ITANT F FESAR G |

*  QUAT FAA, FAAI SAfaetdr T G ATMHA ATISAT  BIAAH]
IR T, IAN ARSI Aqcd T FHATGHT F4, HT T
AT [aPE T | ATSF FHadliqel gad- T |

° ﬁ‘ila% Sfeerar ¥ LLDCs o IJcaEd T qidded Nd 3=H
TUHA FqAe U9 I, G0 MAd@l 35 T Hedaeen

L 9= | fafev /389



T AU Yelaaw qerd 7T @E T Adiq AT AITAR GHT
AqEATdHE 96 gfqeraeEy 2, A1 AR I T |
FMIET  FATART ETAT @l w5, [a0d, qE0e, ggdrd,
g A=d T |

JEYHT AMGT  &=AT A, ASH, FREHAA AHA AR

THIE | AR T A SARE 9T T TAEE aHred
AETF G | I, IoIEd, TSR, R, AVSSAATR
T EAHT IR T AT G | AWH A ATIRAT AT T
Afepar ST AT R TAE Q. ATTHT T HeATGATE TR
AT HHA AATAAF AT babl G |

AYTART SIS ETHAT SIS FA-AATA T FIRTIEE

TUTARl  ATIRSTT  SHATH] ookl HTLhT M EH

gwEeE JE TRUH g | AT GEs! AT e T Gd e

TCHA  FRATAATAT AT TG

THAITEF & T Aqeaet (Fatq @mqRers e rafasdar fag
AT qIR T FATFEIAAT S€ faT )

TUTART ATAT® ATTATAT HUHT YT TATTHRT  HIAT-aaT
T AT Hifd, HEHT T Ui TR I d HAvade T |
Tt At Hifa, atfre Hifger qeEr T a1
FAREH AT gofl, gfafa, == 9&rd T HHehdl I9IH
T THE WY AMRE AN T A e
T3 |

YRR AT G, o T I@ead gd &9 T 9ere
TEaNT T g dgrad |

TR FESwA, AT AT ¥ (A gae=ar amr =
TEdl GLPR T o (b= qoEesrd aq-=ag T e 9 |
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o Y Y ¥ WM MEweed AT JaEITITHT H1d AT
TOAT HAHT oA T |

o WUTHHT AT SFAAT M@UHT FIefag fafrgde, Famaias®
qd FigH a0 T4, A e 7%, $F7 T GHER
=gl AT g YeA] EIALOTH FEEE Foared T |

* Al Global Competitive Index (GII) 0% #T HIRX T
THH AT Al g aqHl Hed @], AMd g,
TaYadd T Iod Yafael TANTHl SFAr H A |

* AUl g% T ATH dafdE, e, UER IR T fqed
FARHT Fiqeqedl argd, &Y Ieued oANd ¥ GREEd AN
FH T A Jeoed TIHT TSI |

* MRS AR T T Yg=did aara |

o MRS fAgra T AR Aifg A qad e JHEeTg
Hifg T folr fawiorar Swdmr T AUTET T &THdTR
faeprE T |

o  TNRH I =h, FWT T YUICHT FUR 9, T faoa
MR JUTAETE 9T T Ggd diaarsdl IR I |

o @ =URE fawdE  AraR@E, qE YA T
WMIHT T TAEH T 0T FEATFEITHT A3 |
THIHT FIAHT TR b A ST & | Al

ELE I IRE kb B k1 1L G 2 M | G o et e 2 s S e o

Tewd ICURTAT HT &FH INEMArE AR He Igaal g |

~

AT FFIHT IR I Afd AETF G |
FHIHT FAT Aoy A qoET T fedr wEHEA g | a
FYH TR AT T AT a9 g4 avic @ aa i daedrdr 74t

MR AR ATTRAT TR G | AIAR AGAA ITTH
T T JASHTAHET FROT AT TSWITLAT ATHII, Fh AT
=9 9 g% I AR WMl GHT FAACU AR e
| AT ATRITH Tchid T MAUIE qUR AEGTF 3 |
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frreet

AT Jfedigd  IRGT T AIRIMT  AUTAHT AT %
TFACIYU AT T | AIAS G A I YT AT
AT O Heas=aT &9 G | TAAH] FA ATAHRT AUTAD] SATATAH

o ®Y00 & AL F| FA TMewd IARAAT BT &R
ANEAAT TR T IGAHl G | Td aua IR "rel T I

YR TEHT TERPI @9 TJOGGIE g | 4T A S
AT, IR, JcHEHA] IR T A sersd T AR =rar
T T ya fedle TR T AEET qF faderaHa & |

+++
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Dol dbdl eided AAeA: IMAAID]
o A AAABID Aeedl

AEUYEE dreet

9. fawm yaw

TENT 3¢9d  UINAHT  Aqcdsbl Al 9 W@rg  d9idQ
AgcaREl &THATSl " NG SE90 WItdeahl s a1de qeanss |
7Y, HEINTG 3¢9 Eael TPl AT HEIT JHG q {piaae Jm
T EH gAUSE | b UM IR THE  USTHERIAT g el
ffv=ra fadmares ggd | #Head FaeIAEas. ead  feerEie

N Y

T E Fhiddl geare g avefie i favg | evae-dathe
(Interpersonal) IUISI=Rd S=d WOME®H! HHHT, AJcaardl &war
T gEAFAIHl HIAWATE THEHN Foole (A T 9 &
AHFs @87y | gEaMa® T (Informational role)  =aRTd
AR, oAl qHUF T JahIHl AHFATS [T2UH &g o7
fui®  (Decisional role) U I qATq AAE AR G
TIT FAFAAA, [da® T F@aUgadl gaiaq Haedad, qraael Tedq
fafeiie T @l quT GERATEl  WEAWATE  GHETH  (HaTSteT
farree e |

Sfeafaq a1 faddeE  FE dHA THER EHHT
I AN grgd T deed AT e, AN, dNWEl qOT Aqcasr
JUMHFH]  AATFAT  Erg | Feald  dbepl  TAALH  Hewdqul
frearl s facfr gometir faxfior wenfacasr @9 awsr srddesmT
wfred HAH T 8T | Feld Shdl AT T97 Fa ITA FATSTHT
TR AT AHHT g | TAAE] YHE FEEH] Feald Sehel

" g HTIENT HEeTE, AT AT Aok
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o

A FEARITIAETERS FE T, BT Al BIAAT Gidaed T
T dem dfeg Nfa, o vaw geumas afafaer s
JAEHE TGHT FEATAIT T TAST &1 | AARH 3T bl
EOAT qohA| U d% U9, 093 Aeaid fA.E. 093 FemE
QY HT U A Aehehl TTIAT NUTHATT EETFT 9 ST THAT
TEARIUH G | ATdE® Afdael Fel @ Igedee anad  THHr
ToE (ATl g gy g W T fder TEge
oA SAAHT 99 == e e |

. fdw gfg T enfdw eafucast e

ARG oAfde AqeeT A SLeTdHl ®IHT AMdF qhg
qifde wfica W grg | TS Figwr AT Gl e
qrafed gy 9 e wnfrcasr AT FeE Seers adr fEEEr
ZEATSg | Ioqed, I T YT HAGECHT derad arg AT
Fhgdl SLLA BEA T FFBA g | AMGF  WIHCESeaia qi
qad T AT W UEgM | 99d AWEX qdT HETeRiae
AT <er ATRITAT faoaT T8 AT ATATERoeTs Iided aarsa |
AR fafeEe agr @i Qeaeal Rafaerer aed ARaRarere
qf FITIHT A TG BT g | Al Ffgiadr st
PRaTaTTEE®l faedR €99 T a9d & I=A AT Ffgex afaa
T gE AT SEeIH WER UNH gy | A §E Seeud
afq @rde fafq faser g7 wag ) 3= e afger Eree
TH SeA AR TRUH HAUT AF U HIERIT T
QMM FEITaHT gidshe @Y T qag | 99, Igedeea=dl ai
et HefeoTe! Araegsdr Teg |

A wifrea ¥ facfm wfreg 3=w S 3 U@
SETEE T | FEd AhH T AU A b THE I ITEEHT
A T MEATGR (RRar dew T, fad A wgw atwals T
g T fai &t wnfrcs #Ew T wEEETTE s
Afvalg 9 AW WG, @RI qAT G SRR JUIeli e
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T @WH G | THAH FAFRAR THT FETERETH T fafa=
aitde  qar fafg af@Eesr fafd T sEwe Mo e
T | IMuq Wifge TAUAE AAHAE  HRERIAATs  asgd
Wi Wifeq T A i wEw T geueg | AF T
HTHTART WETERHIAH AT, ITIh L JITd AR, Fedied
T fer et fam feafa, giaerdt waw sAmare gary fafeey
T AERA Al fefaser  aRg=ed aidE  qar  fax
Rcal HTRITATS NS | ATHT ATNT LT (A TR
quead T AR 9 WU geg | dfeg adr far yomefier
faerepefier gotrora, frame qar gut@e 7 foxdia @nfaea #ow T
FET Aehpl HET HFEAT A ANEIH FELHAT TR g |
facfir wnfea yagasr anfr faeasr i@ gEiaee FE dwew
TATATST S qar fa<i " A fewe qar qufeasom
HoT grgd 9 BT UHAIAE FAE Sl faarad gee T A
gaE gHT e qar quiesn Weh | deE dfes I
AT AR qeTH T T faHT ST &g T T deal A
THAX eTH BT WA Icd Tagd &g |

QI ITATSAAT Fea1T Sbel qT FAT Fehicrepl ATl T SATGHeT
AHAT THIT g | Trafe & AU Tdas R e
qfadr 99 Fes gAHT A1 q9el SAGHET FHa T HTAHT 9 3o
AT AT TS sEe freaed g | adg o S
qd TAAT QRArd a9 AT TATEAMT A Sl ETHAT
T FE IHE FIAE = TAE G | Fedr aiEdaare
fafia  woefisr - Sifgw,  9-Ueiiiae qar  qJ-arde SaEed
(Geopolitical disturbances and geoeconomic fragmentations) @I
siifew, gfatar faer ¥ faadi Sfeg Samm gaae Sifgw, fhaes
(Fintech innovations) Tfem T agel faaaa qar gufereor T dfeg
gAmT F difgear qar & difgear ¥ dfeT afe (Artificial
intelligence and machine learning - AI/ML) &I JARTEFdT Sif@H
e AeAI WH G| TT AGHT FA AhAl TAAL AT
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AFAT T T el gIUeg | MRS Aqcadl HAFH A
N

FF AT FHEFLATERE F¥IET T HAAT 98 ge9qFq @Ed 9
el e g |

3. T e SRRl AFLTIOT

TR dFHH @EAdErs TeHlae T AhE T g5 MR
g ufv ey 1 F=w Sfee A STer @ e e dedrg
F fHfawer aeEd a1 UoHifae eaT g HawATel HEINd
frSIaTeTs TTiiae @Al SATse | Hilgd Aiqel ded qiitae
AMT AT FAFTATR @A ATEE  @EEd S |
FE ThPl WAAAATE A (AR T Hifgd ITHCTH FANTEAT
AeT UM B Gy | SEed wider AT Aifqerd srEwr qdn
FAHTR] FATAITHT A T&0 T @G GLHRATE B (paqebT
FEIET AT WA AT AAEITR] AYaar | @l & | e
T fafie afeEre FrErEd THEe faovdEtedel dqcad /e
TRl @Al WS 94 | TR F FEE yHE 9 T
FoaTdd AHATH JHE I & AATd FREFR TAFH SHGHT
@A YAAT YIASEl Fead SEH geg ¥ AT IEdTd greieel i
frmm g

T U g@ dAfafsgeT  SOAgeadT Uh @eniad ¥
Hglod "W gig W FAA FAR G Sddbdl @i
qEIFAT T Aeddle 99 Weg | a¥, fa.d 20093 AT WU
AT HOENET HAT, Sfebg T fad Gvewedr qU ¥ AU
e g e femae T o e 9redr T S
B [ 9 Ul Ang | g9 wEERgHl qeqAngd Wl dOe 9 ar
AT AT FeAd Shdl EAGAT FAWR g gaT A&l JTET
FAST Y qIa feciary gomad 7 &favg |
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WERATE! FU &l SaThatedl UAY  GRErTdr i g
ST | FAGFIETS] eATgTT § FaThated] Hiad g ¢ IE9T
it AT Fekd Afhg FHSATE & TAH THEH ggATd
JHET TRUH G 9 HOH gER=aar J9d @nd g7 |
aiftie gfdee, Aifge Afqarerd gfveaeT T 50 oo gugias
Jiqaedee AT WUH JTEEHINE AT ®THT JHH T
TRV T GUFREATAT FoldTs GEaq T 7 IREHIAr a1 | s
AAFEE STEl: AT, RS, Sdq@d ¥ A Fvam S Hilgew
Afqareaeh g==rre afufqer foEee ¥ qEwHE T TEE |
79d, FATRfedl ¥ TRERTATEATRl @Radr E=gamd a a9« |

¥, THALEH ffer qun qencharaedl Saedt T Ftaad a8l

fa.& 04 AT 740 qU T qH T AT 90y LB
Aol a1 @i AT TR Maeh T a@isil T9 T8
T FgaFa=l FA Taee o TS g | I9 dtger 4.9,
R09R B FEANT AT FawT fqud | favd §@ T sedddfted HuT
FITH] AREATHTH ATAAT A Zae qRausl 7 | rdaeAren
TAIAT U4 THEEHIATE U AT Ga€ T AT, Higeh, sifeps,
fociia aar aMfsar FAA &% TegUlasd Alche® WeddE 9T
ILHIA  dlbdl Thadl Ah Ted Ed T4 o afgfaesr
faeTfeEer g TR R A9 aeer @) o
T Eer g | fwig gfafad Teeeer fher it e,
Aifger, Sfpg, faxim atfirsw, oramemw qor aifoed @A e
degyidied Atk qa1 SYE THAEE WAl A ARl ATH
Ategfergar faeRifE ™ T SHEe UE dAa Aeaise
[IHRINE U THE 96HT [eh T 2Eedl g | q9d S8R
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AATFATATCT TFIrg als AU, q¥I% TIEdad T aH=ad
FAT T grg | AN HIATATET Frald Sehebl THALA TR
TATH ATPR T Aiied g Al Faer g | awd fatae
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HUH Fel Fraiiad TedeHT &ad: International Monetary Fund
(IMF), World Bank, World Trade Organization, South East Asian
Central Banks (SEACEN), South East Asia, New Zealand, Australia
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(SEANZA), Alliance for Financial Inclusion (AFI) , Asian Clearing
Union (ACU), Asia Pacific Rural and Agricultural Credit Association
(APRACA), Centre for International Cooperation and Training in
Agricultural Banking (CICTAB), Asia Pacific Group (APG) on Money
Laundering, SAARCFINANCE, SAARC Payments Council, South
Asia Regional Training and Technical Assistance Centre (SARTTAC)
¥ Bank for International Settlements (BIS) &l & | A1 FEATHITH
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1.

Central Banking in the 21st Century: Changing Paradigm First
Himalaya Shumsher Memorial Lecture by Shri Shaktikanta
Das, Governor, Reserve Bank of India Nepal Rastra Bank,
Kathmandu, Nepal, September 24, 2024 (https://www.nrb.org.

np/contents/uploads/2024/09/Central-Banking-of-the-21st-
Century-speech-By-Shri-Shaktikanta-Das.pdf).

Does competence of central bank governors influence financial
stability? - Ozili, Peterson K (https://www.econstor.eu/bitstre
am/10419/246636/1/1738308855.pdf).

How Do Central Bank Governors Matter? Regulation
and the Financial Sector - PRACHI MISHRA ARIELL
RESHEF  (https://www.parisschoolofeconomics.com/reshef-
ariell/paperssMR_CBG_publishedJMBC.pdf)

Issues in the Governance of Central Banks (https://www.bis.
org/publ/othp04 7.pdf)

Nepal Rastra Bank Act, 2058.
Nepal Rastra Bank Website (www.nrb.org).

The relationship between the central bank and the government
- Paul Moser-Boehm (https://www.bis.org/events/cbcd06d.

pdf).
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TS YNEF qfHE Al TEgH | aS SATER0T guaEuET
AT, A, U, W T AT AT,
qARATE oAl qgad, qaarg  faeemr, fafte afug  (mystery
shopping), ATl THIEM, J=AT fIdal FIEIT (whistle blower
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y. i fem, e femene oot ot g

e e gt fvi utear @e, g fear
fofer g, & § e o g,

frrerd fremeeae wa Reeg qwad o A,
FH A A/ TS T AT ST

Fraedl (U T, FETE T Ss |

% AT Tia gaedqmqa T arent & (et emar T faear
FHASY)

giael  gify=raar  (aArediee /aEd / Cloud Financing) faeT
ATATSIATHT JIFT &,

AT/ THATFAL @A (Automation) fafa®T I FHfe,
AR @G YOERATERTIT eI & aliehueh!
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FrTT afed YT 9NEdAT T A9 iR,
AR FEAFaaT T fafag anfdes auar S=ar 9u afq
TR T AFHT AFSAT FATEIT AGRAT T T=eqT
HATGS A, T fafad wfaaar avae g9 a9,
fraToreer ART ATaeTs qEaaTaeET HH GFIe qgd aEe
TAH e o faog T A @9 g AEe,

9, HATATSHATHRT FATFEITHAT TREAT T

TSR Site Clearance THIAT &,

frtoT EErfel g9 dffas@r (Proposed Schedule) 3E
ATATSTATR] AT AT E U9 Fodl Uard, AT FGeITI
T AR AT GATHl AN qEIHED A AH,

W AR dA T AN e We A
grare, furerr, w@re, AT AR &7,

AT AT FHT FHIEE 79 JEHEdT @ |
frafeq #EEraEs g9 T9@@T e FUSr A T oafd
TR g | [FeagAgamig qfq 997 37 943,
gl frafed gEAr/aeErger yan T AfasrEr
AT ATTHA JAT HedTgd T TH(HA,

HTISHAT TF (Project Specific Act) ST ITH THaaT AT
foIae HFI S HSATATHT ATTHT ATASTATRT JSUTTT
START T A9,

A afvdd € T U AfAAaH daed T
HTIRM AT T AGTh,

AASATATE AR RTFaHT SIS T AFERIT FATaITAT
AT IR |

c. frwfur SaaEtE awar FHRAIR @A,

frator eraerfier aifas, w@ifde, faxfin T wiafas s
AT &THATHRT el ANl I 9q<h 99%¥  (Joint

[ 4 ]
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Venture) T8 SF®l Teq 9 T F=9T AT 0T HH A
T @,

fraTor EEriaT EE T TEaE Teaed a1 a7 T&
TFRF THREE MEe AbSAS ¥R 99 T4 T Jed
Sl EERE C I G

favraer AT FEEE T T UeAGe QTRRET g
LA Ih ARl @MiHcd g&=a  (Change
Control/Transfer Control) & AT  ®THT  [TFHATIHT
TR TATST g dgs W,

Taal WFI;%E ®qT AT &= (Construction Holiday)
fHToT el SRRAT F8TdT, Har [FHe T qEE,
AR N7 AEeTF TEYU ATgE  Gfaigeesdl a9
T |

¢. AW ISt fait e T g fawe qg

AR 3T fewgdei §  SWOTchel  SHARATIA TN
THIHTHT,

Y NN e . ~

FHATOF! [Galigel qeal g1 T,

FET FHATNATS T, @eeft qur fazeft aifaw gem
T TOaR] IETAT T STHAT fqeE T TEieua,

AASHATHT FEAXT FHATOATS GIcdTed 9T Juaed TS
TafRUH,

] FTT FHATAH SHHRNCAT T T TR,
AR TR AT AT ST qE, AT ead
THEATS (AR SIS ¥ TaTaR SYART % GIET SATATST=raT
T T T,

tfrre @=t yafa fawawo

qfgedt ATfde 9T F fAfaiTd aoear UStra @=adl 39T

_az\_?{ ~ a | . ﬁ ~ a:ﬂ- N ;ﬁ c~ ﬁ
A a9 200G /86 AT 3.3 Ja9d WHHAT ATfdE a9 2006 /50
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AT 9.R giqerd T | e [afaee qual 9Siea @= a6 g
7 200G /06 | USRI @ AqAd 40,3 Jqed WHHAT AdH
Y R006/50 AT el IR W8 | AIT £9.9 Fqed gF T
g | HHT HIPRH TAATHT Ga9T LHR T ST FIRLR JoRTd
GEdl A qAACHE ®UAT Gl dEeg | AEE a9 R00G/50
P HUT @@=l YNNG @= 984 Iiqed ¥ FA UIRE @eHed
g G @= 20,0 wiaed e o, wem dedr &
gEHed UStTa @= 30,3 yiqerd [ emfde AT 006 /06 |
ISIRTT @<l 39T §9, YS9 T W @l HAC: 984 Giaer,
YG.0 gfde@ T 3¢G.0 giqed T | efde ad R086/50 g
Argaar 9 f@ 3 gfTeddr ERETET Wl G ane At
a9 050/5% F o6id FFqFAlE HXF AR GAd YNNG aeid
FAA T 40 FfTeTde! ERERMAT SHINUH fawg | THas o
TCH UEE F R g T ABAE GAAT AT g AUS AT
AT TR fareeiyor 19 sraegs dfauar g |

T &= fafeiem T d@mfua i e =

i @ gonfaa SeiTa tcEt
ENDE N L] N IR v
fafem @w (R) e FE (7)) | qfawa
R009/95 3R T g FS 3.6 |0 ¥ ™.
005 /96  |395 ¥ 90 FE 398 [30¢ ¥ ve. ¥

00G/50  [350 ¥d 3G @E QR [T I Y FAE |0.69

R050/59 |30 ¥ 9 FHE qU.R% | qY o 30 FE | \9N.3

R0G9/5R 3R ¥E M FAS | 9G.6Y |G g GORATHT

g A A

HIEY AT (31,3306 /6R-R05Y /5%) A Ui @ e sfvafgan
siteaTaarT FRw
focflr rq @A q91 qrEASiAE WO IARAHAS EAA] TATE

Y
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fquar fifaare g9EHEd €O FEFEAT T, &G GIE @9
TUHT AT AIEAT THT T ANTHT G T, AR FrTE
Tl JATS] AT, Ard FHATe=AqdT, o AT T JiqheAdl ST
AT T GSIRTT @9 SWar 3l T, AT eI TH
AT B T I=A YiAhAdh ATASAHT ida qitesaar T
ST fITadTE "8 A9l qer @4 qdr GErdiel €96 Jeold
T |

IS @EH ATHR T UTER fg T STaded THIH I

g AT, [T A, ARl Eeadd 3eS,
TIIAAG FAET T A O @=g aA7ad &EH T,
THET qE= T, THIIHT AT 3 Tee T uas | TG AT
TEIH REEE TR TRUH G

o ofde FEfElg qaT fa<i IR UHAMER dAEtaes AT,
HAAFAT @ AT T qINE aoidard 94 g0vag  Haq
TH AR % qUR T, ANl U (oTeedl  SATETCAT
AT FAlE 9, a9 JET T AWGLHR qreAr T,

o YWIIAT TACH HIYSUSEAT AT Y&ard T4 (IeHere
TRIIHTATs FET HIETEl T,

o [9%Id qETHA TAAT T AT Jidaed, AR BRI
HISIAd! T Gidel gE=adr TR A agaiEd A omte
TSI,

*  FENAl FAEIT FMEA AOET TH FAEAT T AT
g T SFARARE AESHAT FRFEITAT TFar ams,

TY YIY T WM HIHRH AT AALMEd AU HHAY

FIF AU,
o S wiftd U9, 03y @% HeNgw T Fwm gifed, wares T
FEI WA 3 IRAT Faaad I, HEA T A

A g=aucHE =l FESleh ol T JA9EFare aare T,
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* 39 UA, Q00 FHET TA AETTT I9E qAgd T9 ad
ST YA MGl F FAM g wEHl G T AT qgT FANT
g1 &k Afed 99T ¥ FEM T A9 SABl FARCIAH
d FH UFISH TG dd% T [Thaadl H T qodr T,

* AT T Ffefdl A (Project and Utility Act) TS[AT T,

o YaH ATKIGF UedA qqT ITASAANAAT g SFBTHl T

o Uit AREH AFSAEEE ATH SHAT YId TEHIAH AaTd

o TEWTEH GHEEEE FAAAE G T A, e T
JAEE] FASAI, s-fafesdrE 99 Fafed aqg qu TN
T

*  YUNHIH TIE UHICH IT T, ANTHT Feegd T Tad
dAEATS A T, GERAT  gAaae Saeed RIS
T fHers,

o fqul omeEgriieE @aw, @&, ueefl T wEfem gersw
SHleEdls qEAGHIE  dNGH,  SARTEAV, GRTEH  awT

o [T wWfEES AOd FES FASA ATERVE  FIITEE
I e s,

* ANl HAAMIHR TAhHE! TEAT T Teled HATSH, STTLTRHAT
TAThRe(edT T IOENMIcd HAW TH FawdT AT,

o IR faf gEIfq T i widens SHEEaR ®THT B
YUl faebE T, AR AR [ 9 Afed bl
Frgel GHAT faerg T,

o dldHEl ATTHA YU AT T qHT, OER, AN
SATTAT Tl THT HH T SHAR qT AT THEATs T
T, FH T FHA T ST Grgd ShaRers gatad
FATTHIE TUIH FETEN T Aaen Fera |
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frenel

ISRTT @9 %] dd9r AT SCURAH AN A I
gH B J9d HAFBAT [GFAE FA@Eael TR T TS
fasar T wewqel afver fMae W@ g W @9 oHw
SUANTHT @F GUX W9 §aT [AEur a9 qfHer g e |
g | o T A @it OStRg @ e F wfErd saegear
Bl USRTT @=iel HAfewq i wicad qHd qEY e

F | A4S HeAIS IS 9 A 5 GeAIAS @9 T Aiedardy
feu ufr weaeEEEaTe A femEr S sfeqardy fear wrA O

Tl 3@y | 9 T FEEH FEAFGIT Tl THAT TH G |
JefeTE qETIATET Tfdegdrel AU w9 WA AdGd w9 @d
BT TH | AEGVAH FHLT, FEHAET SAMSUA daee I
BT TEH T G SRTIRT Jiqaed GHAH U AgAawdl S
et TEEATEl IETaT T gF Gddl g9 T @4 FH B
TEH g e ¥ O @@= Tgae ugite & FR A g,
HEA0 HIT T AFHTAAT 7 & | Uhel ABeATg @S TSl 4
g1 aY, gAMErd ¥ faHErder gty e FETaEE T q9ea
IR T ISR @9 dersd dfead | a8 FEeadaE A
qEATT T0ERE F AT YRAT TRUH REEE  FEEdT T
IipURT GUSHT T ETHT YSANTT @bl AqH (ATeSIe feafaers
SeddTST TFF U FEAN TF |

geawW AT

o FUTAHI HigAT

o WEl FT (AdE a9 069/GR - R0GY/GT)

o fafqe wfd® aver e Faaer T fde gde

o TR AAHN WFF qar fa<im feafa, que W F®

o JIHW UAH, FER ATHAT qIT ITHT JMEd Gearaad

+++
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A ATTFH [qFiad AL
WA AR e, <A

T YA QA

AT H{aT ¥

ar

ford vo aWef@ favasr afqew fa#faad q9F (Least
Development Countries, LDCs) &I Hjﬁ'ﬂT TEdl U g T gHqig
B I FIThIRT WATH T TIETI9HT | 0% Pl ANFEEE
fapreflid HaHHT A g FURAT g | QUSaqe=A Taree
afgeg | IR, T, FEIarenTade adT UTUeT fafae TednT
T Wgledd FAEl ged KA gaA WU A | SIS
TEIGAAT FOW 5 A glg T, dvaid giaer afees afiats
T gpteqs fa<fr gemdrer ugw, wita ¥ qiEnad dersd, Ad
HIAH TRATATHTRT TTATSfed® ATAH STAN 4, dlfgd arard
YAV TAT GagA T, AMdd T ATIR FeAld qad aara Sr&dl

A A G |

qifde qaT ATqER Afeddt, ATediE aqT A HWITE
HATHT SE@TIta s gig, At qar Sord Suranr saEedfdd e
SE Afedar faser wE WOeg AR9ar T R g A9a |era
THT AW EUAT FAEG A g | (GEEE dfderar T gEaifad
FAE! FHAT T agqefi faem T i ashar qar s
TEHAH  GATHATHT  ARTHI AT AT T T WHIG®
AT TS T AR TAUeg | 3R, il &, faem arvar

* gugtaa, garaEeT qar Aferaigs wrmed
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AR ST T AT ARTGS A AT-3T qeTdre sqsia e
AT Tt I &7 | a9 WA Hos (aepraefiq Tegar @iaig &
qAERSHE AAq AT T AAAR] diaaed AREe, 39 9-
AW APEEqR Hg ¥ Ol Al FEEd T HAFAT T
T T TEH AT 9, 900 qar faegemdt fawmer arvn
TAUSTHl ®YHT T8 TGTEUH[ (@01 g @&d, 030 aMIqH
faE T quig wFg Seeddl Uita gfyEd g1 g9 |

qeaH grATd

AR GG @A, ATCAMEY, Searaefid T F9g qda—=
fToT 19 | TEH G | GAdTE ARGTATET A1 Glel I,
AqM® qAT AN Alfd T AT dTEH AT GOl HeEaTHT
WH G| ARAD ([GHE T qHigH AHH ATdAT a9 1691 3fg
T AR [ AAhd! THEHT JAEd 7 G | §Ih TEHE
faera  ifd  FWfd (Committee for Development Policy-CDP) o
Aiqww faad Adq@! 9feA T TR IR A79Eve giaeth
FA qfted A, AFE g¥9fd g=ag (Human Assets Index-HAI) T
AqT® qAT ATAE AEH =g (Economic & Environmental
Vulnerability Index-EVI) &I Yl AT Iooled €IAT Trd[OoTh
sfdeT | = glqerts wftewr s FAS @A HAL ¥ EVI
FI QAR TRAH AI faEraefid Ae(dar @Isa g1 T T
faee® THMIGT ®GH1 AGT TR G| JAT AT AT
HABAT IUe GIAHTEIAS] FAY &L qaT &0 b degqe «mnr
T GTAAICHe  AARIdH (90T e WAl g@s qiemy
gifaed T fawrefi@ Aq@ahel TaeaAT A@ftg aeded "a afaar
sfavg | a9d B HEfmd IISeATUAl SATIR, AT, FErdTered
BT WY g¥AIad Jfadel d@NiEl T Sgd qrHar
T AH(eqd IURH FqaeAFIT T Al WHaR i afcarer
Te GG AU, G TUCH TdAHT U AT ST
ATl ATTLTRAT 2T |
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AYTART TAATA SFSEATHRT FHIETT

9 9660 FTAHAT [qeadT YR Fa I AdHH  faeiEd
HAFH TAMT WHMT drcaarl (168Y), FEAT T8 (R000), A
(R099), FHAT (R09Y), FAAMEE A (R099), AHATE (R0R0)
T 9aE (J0%3) T ST QA FT HAF AA (qbEefid e
IO TR MUHT P | FAfT YW Z9EE A% 9 LDC
T T G | WA TR HABHT T g2l GNI T HAI
FI AT, TFAAEA R yfdeafd o g8 o a9 oa
qAF ATAH ATITCAT EUAT NG g 99 & a9 gAHg
0 T g aqeHr @OEa 9UH g | 89 0%% AT
TUTAEled UEATHE agdArel T AT g &Ha g aariEr S |
TATTEN TSR BAAMABHT T Freiia e ey, g
ARHATS, A, [FRETd], qud, VAR T feHRA qande
qHAME dersd CDP &7 99 THT "N TH g | &9 Q0% AT
TET g Ae[HHE AUTA WA AT oAbl ATITCHT ETL=lcreb
TATIAT S[EHT G | AT ATHAT A0 FaorEdd &1 |

O ®9 9691 AT LDC FEMT gEEeT WUt qiedr
qaE A 094 F FHEHT HAITEVITH 35 goda] ATRHAT
TGP JHEee T TR T | J8 T8, §9 209G HT FHierT
THd Jedigd 3 JEEles JU TAT | ANAR g5 GHIET SEfdE
AR JHeles TU T JgIvas AT &Eqa Amr awg
9T q A AUEUE YR TRB AT P AT AT
THT AT (ORI @A 9 R0 Tl 9T | Ofgedl qeaHT
FITS-9C, TAAW  TRATHH AL T H(Ah TR TATATR
FO  AMIF  qAT AHINAE &Pl SA@Hars 99 ad AT
| FAGET AT GAFARF A AANGF  GEAFR! AT
A &REG Tt fae ywfasr e Jgaee freeruEted
WA T AT I CDP & 990d ®RE =47 | CDP &1 99
2030 F FHEWT 0T AU AT GE@FAEd AT 5 ARH
gHElee T TR WUAGH AN AYIUE G T 1 gaty
as TAUSAR! AT 9 Fuel ATFaE qard dafr (Standard Period)
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T 99 35 AUHl fqeqried dATd #@fd (Extended Period) @fed a9
0% F ANFEE] UGS Afd FAEFEET  HADH  gHEE
faerefid Aa@a oM@l @ T9 MU TE g g1 094,
209G, Q00 T 0¥ A TRTH  qATEAHAATER  faawefie
STHT TAH] AT JIBTHT AT T AIAA T TRl TITTehl
YIS [HATMER Jod@ T Al

atfersT: q fawmaefia AT @efaaseredt difRusT @\ T T

AR FIAA TR WA AT

T 094 qq R09% T R0%1 T R0
SEETES
T | gnfa | @ | wifg | @ | afa | & | wfa
gfqeaftes | odMT |eve |EdEET |Oyy | FdET (9,039 | @A 9,300
FA AT [4,3%5 9,230 9,33% 9,30%
I (GNI
USS$)
I T |50 | wdET (W |udEr oy e | 0k.3
grafa %% %% %% %%
TARTS
(HAI)
aifde Tar | odmr |86 |wdmT [y [udmT |Ry.0 w60
AT | 3% R R 3R
ElieE)
TA®Tg
(EVI)
gra: gret g

afaern fawfaa Teae fawmsie Tew @osfasr snaEe

Ik U qUHl AqYE qAT gEie  9Ig (ECOSOC)
qradl @A a9 @qg fa@| Aifq qfEfd (CDP) & Yo i
quAT AfqwH fadfad Aerwsdr GEIH [@UadsT T6g | 919 CDP
o faeg Sddl UAw UglaWT ATy Ao fafasmE difege
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AIEUSH ATURAT LDC HH @ a1 gA@e amed areT s
ECOSOC @Ts Jidaaaadd &g | a9 030 AT qiedrig ATIaveg e
HTITHT LDC WUHTR g8ees [MHFTER wWH g |

(9) ufdeafer ®@ WEA AT (GNI US $):- I8 AIIETSHTAR
LDC AT TSl AT g8eles 9,095 STHIGH Sa< T
vl FH T WUSAE AT 9,333 AHH AL a1 9wl
& EAITHT AUIART M a9l dEd GNI Per Capita 9,030
JHIEH AT WA EHl |

() AWE FEOA qAEG (HAI) - 99 gAFHAid [\ 9=
(F) T IUGAF: A AUHH ATASTARIH AL, AT
AUEY, @3¢ qdT TEHIAH SATIHAT TS |

(@) forenr IueE®: WAHE TEeal GEmeTel @8 | F9,
Jle d1eear @¥, faued AT @e dgd gEdr dqua a7
Sl

IH gEHH ATIAT LDC A1 AT LNEHT AT g8Ees <0
A Il FHH T EAAGH AT JHeles €& a1 H9=T oaal

ZIOH HIIGUE WAl | B AU T 0.3 WA g | Al
o AP AT TR JTHE AT T 8T |

(3) srfde qon amEeiy SifaR gaatg (EVI) - 39 gHaEaid
[ STgE® WAl

(@) ATfdF few IugE®: FA TEwq IouETHr At
T ANTEH, qUiaftad T Wi FIHdTH! e, a&q af

a1 faraHT fawar T aAfeRars! dEer o |

(@) FAELTHT AEH IJTEHE: T &THT EH AT
A, IS T el AHF FTHEH T AAGSedTdH A9,
FM IeuETH RORAr T UTEqE gHare gaimedeesdl fewr
i |
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AR TAEATT AHAT I GEATEd TRl

TRenfefe qAwa ATATHT WUAT g1 Wed TR giqth
FA AT AFH qig T U1 FFH T,

aifde faer, Torma fastr, et T sEEEar S,
fo1eT, @RAEEAHE AT THIH 99 YA T HEATEA
AEH GAHT T A &EHT SN Al deAr T fae
RS BT g eI BTiee &rel 9fg=ma T qaiTAr
T @ aEEr =F &fq g A anr T,

WU T GEEATH AdHdH  UNETT e ATAieE  Grde
wfralg ¥ Sfeus faxir @emarer Fa @ Eerad T,
AT AIHIET ATAECT dad adres @eefi qar Jafares
TATHATE TTATHAT I &3] gi=ed T,

wsiadl FRU g @R faer, Feie gemdar giftd
T SN FaER ST ofedT 99 ¥y T J9Id AT
T qarEr i, g gfafaer w@n amEetie §i T
HAFH AT SAA9E  faEEdr A aeE 3aeed
ST ATHH AUHaH ITART T ATAE GIR T,
fapmEefid AAFEAT WUHAH AT ATeAF FIdehl AqETIH
& fawir faere A T AEeeE dreel g e A
At g a&] a7 qarel I9Nd T FEEd i T
YaGT T qAAICHE a1 T JiawicHd &Hdl aersH,
fguelim qur aguelm 09T WO FEd AT JAT A
amar T FERET T,

yiatafy afiaer, Tore, deurs, fewmegy, difas Tgadmadet
diige TEITAHT WXAW T qEEGT TH A, FEAA T
HENE Javd T T9EHd Faagd T,
ArAUNCTIHT T AIF T ATAR FHAld goarad T,
afg, WItq T 9= T,
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afcrn  fawfaa e fawmsfie e @AfaoEE @
ATHEE

ATHT FAlg®E YA T YAl IUShl gitae  wAia gar
WAATcHE ®IAT ST T g o,

I Tmircaer aferem T aifds wfreg T faem gtwamr
qUq g quar fagell e ReEres e O,
TWUATH TRAdAE FIeX ATTAR FEACHS AT LT
AT HAGHT gAaa,

aide afg T fawmar yEgd T dfd A T At
[T FFAEATE [q99 FHEIAT GHRICHE a9l YATe
&,

o FRfeTd A e T fAS o amedwr T werfad
yiqerdl Traeaer ®9HT AAFATs Branding T dfe,

Hfga Vagars 99 qUR T FEIR T3ATI,

Fefore IR ST Sifew e/ fteaw wares wednT
ATE Fgfaad T faem fadsl e T qao iftqel T
T Negotiation @8 99 TIRH TS,

TAATs FT HEIW A U HAHH! AT T T
HAFATs Double Graduation I TR AT 19 FeaWT T,
FurereRl fata e fafadfiemhd 74t dEE ¥ aerEAeE
AT T qeaUned  Hodeedl  AMAIAAdH  GEHT S
IufAfq JAeT "N I,

T T AR FFEI= T TI'F{'QTJFF Trade and Investment Frame
work agreement (TIFA), Istanbul Programme of Action (IPoA)
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LDC # FRUW g AT G TIHT HERed Ggimd qan
SIERIGS

LDC & Tael J9ad &l qUH dgfaad adr qiadreedrs

T ®AT (AR 1 2o faase T8 sqemas T ateg:

FraREFeedl faqm T f9e @edr Fer (SDT) & Jeer
TR FEMh a9l Tl qadr (Duty free quota free
market access) T&:  JAMYAT AT IUSAed  TRIGLEH]
Every things but Arms &I HfddT |

[l TemEdT AR GrdfHeEdrd [qeaerd gore
(GSTP) va¥id LDC % feusr Hmrediga grafaear qome
(GSP) &I HfqdT,

AT SATIRAT TR TG=H qlaT,

Technical Barrier to trade (TBT) ST&T TERIAT AT UERE]
AAEEAT e,

TR &THAT ATTATGHT AT TTaids Terardiedsd qadee,
fored TR ST TERIATH! BATTITHT ATAATTATA T
e,

TTHUHET qEAE T TEhIAEEH HAadTd doh
qIATEHT JART T e,

TR ATIAT JTAHRAT TS HereT,

difgd  gEAfaarasdl =AE  GERAT  (TRIPS) dvawed
afer,

e,

qfCHd Tehidhd AT hRAGAAIaER] i,

aferor ofgmell @deT AT GERET (SAFTA) S&dm &
YR FERTATHT JTHebdT qrge e,

A T faeaemdl IcaedeRd T AUl 3cqedars Value
Chain #T #Telg TAST el Jigavadl e,

ICqfAehl JHIIA T Gidider THAET Fgfadd |
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3. siwenfyw fawm @@war wifaeEr  (Official Development
Ass1tance, ODA) @gfewa

FEfdaauul HOHT U HHAreaaarel giadr,

e, Ulalde  Ferddrel WA Fgar G eTae AT
Hg[ad YaT™ ¥ HUEI Pay Back Period T dfeaqAT&erd
e,

ENT FTH ITARTHT T=hd] T qXAAEe=d] Hiee,

3. fafw= aamafew qar dvemAes @gfma qan s awdREE
qr T glaaee

TFAANT ATAT TR Flere,

fafaen feres qar wifafas graafaaverd afaen

AT AT AHRAAREFE] qlaT,

AT Joued, F=aT TRl AN T HiEre A
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The Financial Sector and Economic
Growth in Nepal: Nexus and Pitfall

Prakash Kumar Shrestha, PhD"

1. Introduction

The financial sector is a crucial macroeconomic sector,
intricately interlinked with other major sectors of the economy.
It plays a pivotal role in driving economic growth by efficiently
allocating resources, facilitating investments, and fostering
innovation. The relationship between the financial sector
and economic growth has been extensively studied, with a
consensus emerging that a well-functioning financial system is
critical for sustained economic progress. However, despite these
clear benefits, some countries struggle to achieve economic
growth due to various structural, institutional, and policy-
related challenges. This essay explores the connection between
the financial sector and economic growth from theoretical
perspectives, elucidates the mechanisms through which the
sector contributes to economic growth and development, and
examines the reasons behind growth failures in the context of
Nepal.

2. The Nexus Between the Financial Sector and Economic
Growth
Economic growth refers to the increase in a country's
output of goods and services over time, typically measured

by real Gross Domestic Product (GDP) growth. The financial
sector encompasses banks, stock markets, insurance companies,

*  Member, National Planning Commission
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and other financial institutions that facilitate the mobilization
of savings and the allocation of capital. A strong nexus exists
between the financial sector and economic growth, evident
through several key functions performed by the financial sector.
According to Levine (2004), the financial sector contributes
to economic growth by fulfilling five crucial functions: (i)
Producing information ex ante about potential investments
and allocating capital efficiently; (ii) Monitoring investments
and exerting corporate governance after providing finance;
(ii1) Facilitating the trading, diversification, and management
of risk; (iv) Mobilizing and pooling savings through financial
intermediation; and (v) Easing the exchange of goods and
services by providing efficient payment systems. These
functions are elaborated as follows.

(a) Financial Intermediation: The financial sector acts as
an intermediary, channeling savings from surplus units
(like households and businesses) to deficit units (those
requiring funds for investment). This process, known as
financial intermediation, is crucial for economic efficiency.
By pooling resources from numerous savers, financial
institutions can assess risks more effectively and allocate
capital to the most promising investment projects. This
efficient allocation of capital enhances productivity,
fosters innovation, and drives economic growth. Financial
intermediation, in fact, facilitates capital formation, a key
driver of economic growth.

(b) Risk Management: The financial sector offers a range of
risk management tools, such as insurance and derivatives,
that enable businesses and individuals to mitigate
various risks. This risk mitigation promotes stability and

Q¥ Y/ 389



(©)

(d)

(e)

encourages entrepreneurship by allowing individuals
and businesses to pursue potentially profitable but risky
ventures. By diversifying investments across a wide range
of assets, financial intermediaries reduce the risk exposure
for individual savers and investors. The financial sector
actively supports innovative and potentially high-growth
but risky projects, which can significantly contribute to
economic growth.

Liquidity Provision: Financial institutions provide
liquidity to markets, ensuring that firms and individuals
can access funds when needed. This liquidity facilitates
smoother economic activity and reduces disruptions in
business operations. Financial intermediaries provide
liquidity to savers by allowing them to withdraw their
funds on demand, while simultaneously providing long-
term loans to borrowers. The financial sector plays a
crucial role in bridging the gap between income receipts
and expenditures, smoothing out cash flow fluctuations in
the economy.

Facilitating payment mechanism: Efficient payment
systems, including credit and debit cards, electronic
transfers, and mobile banking, are essential for both
domestic and international trade. These systems streamline
transactions, reduce transaction costs, and facilitate
specialization within the economy. Specialization, in turn,
leads to increased productivity and innovation, driving
economic growth.

Information Dissemination and Corporate Governance:
Financial markets play a vital role in gathering and
disseminating information about investment opportunities,
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risks, and the performance of companies. This flow of
information improves decision-making for investors
and enhances the efficiency of resource allocation.
Well-functioning stock markets and active shareholder
engagement foster strong corporate governance. By
monitoring the performance of companies and exerting
pressure on management, shareholders incentivize
companies to maximize value, leading to improved
efficiency and economic growth.

Numerous empirical studies, including seminal works
by King and Levine (1993), Levine and Zervos (1998), Beck
and Levine (2004), and Estrada et al. (2010), have consistently
demonstrated a positive correlation between financial sector
development and economic growth. Countries with deep and
efficient financial systems generally exhibit faster growth rates,
higher levels of innovation, and lower poverty rates. However,
recent literature has challenged this conventional view. Sahay
(2015) found that the positive finance-growth link weakens
when analyzing data from the post-1990 period. Furthermore,
Aizenman, Jinjarak, and Park (2015), examining sector-
level data across 41 economies, discovered that the impact of
finance on growth is not linear but rather exhibits a non-linear
relationship, increasing initially and then diminishing at higher
levels of financial development. This suggests a potential
"too much finance" hypothesis, where excessive financial
sector development can have detrimental effects. Cecchetti
and Kharroubi (2015) provide further support for this notion,
highlighting the potential negative consequences of rapid
financial sector expansion, such as reduced allocative efficiency
and a diversion of human capital from the real sector towards
the financial sector.
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There are several economic theories that provide insights
into the relationship between the financial sector and economic
growth. Some of them are as follows:

i. Schumpeterian Theory of Innovation: Joseph Schumpeter
argued thatfinancial intermediaries play a crucial role in fostering
economic growth by financing innovation (Demirguc-Kunt &
Levine, 2008). Banks and other financial institutions identify and
fund innovative projects, enabling technological progress and
productivity improvements. According to this theory, financial
institutions provide the necessary capital for entrepreneurs to
undertake innovative projects, which drive economic growth.
Schumpeter argued that financial development is essential for
the process of creative destruction, where new and innovative
firms replace outdated ones, leading to economic progress.

ii. Endogenous Growth Theory: Endogenous growth theory
emphasizes the role of financial development in fostering
innovation and technological progress, which are key drivers of
long-term economic growth (Demirguc-Kunt & Levine, 2008).
According to this theory, financial institutions and markets
facilitate the accumulation of human capital, support research
and development, and enable the efficient allocation of resources
to innovative projects. By reducing information and transaction
costs, financial development enhances the productivity of
investments and contributes to sustained economic growth.

iii. McKinnon-Shaw Hypothesis: McKinnon and Shaw
posited that financial repression, characterized by excessive
government controls on interest rates and credit allocation,
stifles economic growth (Levine, 1996). These interventions
can distort financial markets, reduce the efficiency of resource
allocation, and limit the availability of credit for productive
investments. The theory suggests that liberalizing the financial
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sector and allowing market forces to operate freely can promote
economic growth. They advocated for financial liberalization to
promote savings, investment, and efficient resource allocation.

iv. Supply-Leading Hypothesis: This theory suggests that
financial sector development precedes and drives economic
growth. By providing the infrastructure for savings and
investments, financial development acts as a catalyst for
economic expansion. According to this theory, the establishment
and expansion of financial institutions and markets precede
and stimulate economic development. Financial intermediaries
mobilize savings, allocate resources efficiently, and provide the
necessary capital for investment, leading to economic growth
(Hunjra et al. 2021).

v. Demand-Following Hypothesis: In contrast, this hypothesis
argues that economic growth creates demand for financial
services, leading to the expansion of the financial sector. In
this view, financial development is a consequence rather than
a cause of economic growth. According to this theory, as an
economy grows, the demand for financial services increases,
leading to the development of financial institutions and markets.
Economic growth creates new opportunities for investment and
savings, which in turn stimulate the expansion of the financial
sector (Hunjra et al. 2021).

vi. Agency Theory: This theory highlights the role of financial
institutions in reducing information asymmetry and agency
costs between borrowers and lenders’. By mitigating these
inefficiencies, the financial sector promotes more productive
investments and accelerates economic growth. Financial
intermediaries, such as banks and investment funds, play a crucial
role in monitoring and evaluating investment opportunities,

T https://www.britannica.com/money/financial-agency-theory
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thereby reducing information asymmetry and agency costs. The
development of financial markets and institutions enhances the
ability to manage agency problems. For instance, stock markets
provide a platform for shareholders to monitor and influence
corporate management through voting rights and the threat
of takeover. This oversight helps ensure that companies are
managed efficiently, contributing to overall economic growth.
vii. Financial Intermediation Theory: This theory emphasizes
the role of financial intermediaries in pooling savings,
diversifying risks, and lowering transaction costs, which
collectively contribute to economic growth. Entrepreneurs and
firms are more likely to invest in new technologies and business
ventures when they have access to financing and effective
governance structures.

3. Causes of Economic Growth Failures in Nepal

Despite the rapid expansion of the financial sector in Nepal,
as evidenced by rising credit-to-GDP, broad money-to-GDP, and
market capitalization-to-GDP ratios, economic growth remains
sluggish, hovering around 4.0 percent on average even after the
financial liberalization. While financial sector development has
been significant, financial inclusion, particularly in credit and
insurance, remains still limited. Furthermore, crucial segments
of the financial system, such as the bond market and credit
scoring systems, are still underdeveloped.

Several factors contribute to this disconnect between
financial sector growth and economic growth. Firstly, despite
progress, many rural areas still lack access to banking services,
and financial literacy remains low, hindering the effective
utilization of financial services for economic growth. Moreover,
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a lack of entrepreneurial skills limits the ability to leverage
financial resources for innovation and economic development.

Secondly, the stock exchange remains small and
characterized by speculative trading, failing to adequately
mobilize capital for productive industries. Limited participation
of productive sector companies in the stock market further
exacerbates this issue.

Thirdly, prolonged political instability, including a decade-
long civil conflict and frequent government changes, has
hindered consistent policy implementation and discouraged
both domestic and foreign investment. Furthermore, the country
experienced a severe electricity shortage for over a decade,
significantly impacting economic activities.

Fourthly, a significant portion of bank credit is concentrated
in urban areas and sectors like real estate and imports, with
insufficient lending to agriculture and manufacturing sectors,
which are crucial for inclusive growth.

Fifthly, significant infrastructure challenges, including
inadequate transportation networks, unreliable electricity supply,
and limited access to clean water and sanitation, increase the cost
of doing business and limit economic productivity. Weak public
investment in infrastructure due to low capital expenditure
implementation and inefficiencies in public spending further
hinders economic growth.

Sixthly, private investment remains subdued due to
bureaucratic hurdles, regulatory uncertainties, and a lack of
investor confidence. High costs and difficulties in obtaining
financing, often requiring significant collateral, further deter
private sector investment and hinder innovation.
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Seventhly, challenges related to regulatory and governance
issues, including corruption, lack of transparency, declining
social trust and weak enforcement of laws, create an unfavorable
business environment and hinder economic development.

4. Way Forwards to Strengthen the Nexus

Nepal can significantly enhance economic growth by
harnessing the potential of its financial sector, given the various
natural resources. To achieve this, several key measures are
crucial:

First, expand the reach of banks and financial services
to underserved rural areas through mobile banking and fintech
solutions.

Second, improve financial literacy programs to empower
communities to make better financial decisions. At the same
time, there should be the development of entrepreneurship
skills.

Third, redirect credit toward agriculture, small and
medium enterprises (SMEs), ICT, tourism, manufacturing and
export sectors to stimulate broader economic development.

Fourth, ensure robust regulatory frameworks and
governance to build confidence in the financial system. Need to
maintain balance on stability and increasing outreach.

Fifth, diversify the stock market by introducing more
financial instruments and encouraging private sector listings,
and inviting more companies from the productive sector.

Sixth, improve regulatory oversight to enhance market
efficiency and transparency, so that the financial intermediation
process can work smoothly, enhancing investment in the
productive sector.
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5. Conclusion

The relationship between the financial sector and
economic growth is complex and multifaceted. While diverse
theories offer varying perspectives, they all underscore the
critical importance of a well-functioning financial system for
economic growth and development. By effectively mobilizing
savings, efficiently allocating resources, and actively supporting
innovation, financial institutions and markets play a pivotal role
in driving economic progress.

A robust financial sector serves as a cornerstone of
economic growth, providing the essential tools and mechanisms
for resource mobilization, risk management, and innovation.
However, fostering a conducive investment environment is
crucial for establishing a positive link between financial sector
development and economic growth. Misallocation of financial
resources not only stifles economic growth but also increases
the risk of financial crises.

Recent studies have demonstrated that the positive impact
of financial sector expansion is not linear. Over-financialization,
characterized by excessive credit growth and speculation, can
have detrimental effects on economic growth. In the case of
Nepal, several factors have hindered the expected positive link
between financial sector expansion and economic growth. These
factors include prolonged political instability, bureaucratic
inefficiencies, the country's landlocked geography, and intense
competition from neighboring countries in the manufacturing
sector.

To establish a robust and positive link between the financial
sector and economic growth in Nepal, a strategic approach is
necessary. This involves: 1) Channeling financial resources
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towards productive sectors by fostering innovation and enhancing
entrepreneurial skills; 2) Identifying and pursuing niche markets
and products where Nepal possesses a competitive advantage;
and 3) Prioritizing continuous investment in entrepreneurship,
human capital development, and research. A "business-as-
usual" approach is no longer sufficient. Understanding Nepal's
unique constraints and leveraging its opportunities are crucial
for effectively utilizing available financial resources to drive
sustainable economic growth.
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Public Enterprises (PEs) in Nepal :
Status, Financial Performance and
Issues

Durgesh G. Shrestha”

Background

The term "Public Enterprises (PEs)" refers to the state-
controlled or state-owned enterprises (SOEs) that provide goods
or services to the public at a reasonable price under the exclusion
of the profit maximization motive. The operational objectives of
PEs are to ensure supply of essential goods and services, to meet
the demand of projects that need huge investments, to achieve
market equilibrium, to maintain price stability in the areas
where the profit is less and the risk is higher and to effectively
put the government policies and programs into action (Annual
Status Review of Public Enterprises, 2020). Along these, their
main aim is to protect the consumer's interest against restrictive
supply, high or discriminatory prices in respect of essential
goods and services as well as in respect of the equality of goods
and services supplied.

Developing countries are keen for the rapid economic
development which requires huge capital expenditure to be
incurred in the various sectors of an economy. The private
sector is either unable to find and invest such huge amount of
the expenditure or is unwilling to undertake the action because
the return from such investments maybe uncertain or can be

* Director, Nepal Rastra Bank
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long delayed. In view of these needs and the rationale, PEs are
established and operated in various sectors worldwide like in
service sector, industrial sector, trade sector, financial sector,
public utility sector, manufacturing sector, etc. either with the
whole or the majority of shares is undertaken by the government/
state.

In gist, PEs aim to meet essential needs, ensure fair pricing,
provide infrastructure and services that support and boost the
economic growth of a country rather than maximizing profits.
The key characteristics of PEs include the following :

Ownership : Public enterprises are owned or controlled by
the government/state.

Purpose : Focus on public welfare, often providing
essential goods and services at affordable
prices.

Management : Usually managed by government based on
objectives and policies.

Regulation : Greater regulatory oversight to ensure they
serve public interests.

Financing : Funded through public budgets, subsidies or
revenues from service rendered.

Development and Current Status of PEs in Nepal

Due to the fact that the market mechanism could not work
effectively after the global economic recession in the 1930's,
it emerged the importance of establishment of PEs in most
of the countries. Along with the global wave, the PEs have
been established in Nepal too with the help of internal capital
mobilization as well as the financial help from development
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partners in order to achieve the goals of economic, social and
infrastructural development )Poudel, 2023).

In Nepal, PEs have been established since the 1930's
(1990's B.S.). Biratnagar Jute Mill was established as the first
public enterprise in Nepal in the year 1993 B.S. which was
brought into operation amid the initiation of First Five-Year
Plan (2013-2018). After this, the establishment of PEs has
accelerated and during that planned period the government
has established eight public enterprises in different sectors
like financial, trading and industrial sectors. The establishment
process of PEs clearly seems to have rapidly progressed and
increased during the period of Forth Five-Year Plan (2027-
2032). By the end of Seventh Five-Year Plan (2042-2047),
the total number of PEs - fully owned by the Government of
Nepal or the majority of shares owned by the government had
reached 62. However, during the Eighth Five-Year Plan (2049-
2054) period, the political structure of Nepal has changed in
the year 2047 B.S. that intensified the process of privatizing
of state-owned enterprises. The process of privatizing PEs
started in 2048 B.S., following the adoption of an economic
liberalization policy which continued until 2061 B.S. and after
this the government has halted the privatization process. By the
end of the Eleventh Five-Year Plan (2064-2067), the number of
PEs remained at 36 (KC, 2003).

After the adoption of open market policy in Nepal, a total
of 30 PEs have been privatized so far, in accordance with
divestment policy of the government with the aim of enhancing
the efficiency of institutions, increasing productivity, reducing
administrative and financial burdens on the government, and
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increasing the participation of the private sector to improve
service delivery. There were high expectations of increasing
investment in PEs, boom in production and employment
generation and achieve overall performance reform (NPC,
2024).

From the very inception of establishment of PEs in Nepal,
their core objective has been to render necessities goods and
services related to daily life of all citizens at affordable price,
to ensure the easy access of the goods and services to the
citizens, to create employment opportunities, to create a healthy
competitive environment in production and distribution sectors,
to develop self-reliant and independent economy, to assist in
import substitution and export promotion, to create conducive
environment for private sector, to function as a driver in the
rapid development of a country through the optimum use of
available means and resources to promote social justice.

At present, there are 44 PEs in existence. Among them the
government has full ownership in 20 PEs and with ownership of
more than 50 percent of the share capital in 20 PEs. They have
been categorized in different six sectors - industrial, trade, social,
service, public utility and financial sectors. Amongst, 10 PEs are
in the industrial sector, 4 in the trading sector, 11 in the service
sector, 5 in the social sector, 5 in the public utility sector and 9
in the financial sector. Out of them, only 33 PEs are currently
in operation. Though legally exist, Janakpur Cigarette Factory,
Butwal Spinning Mills Ltd., Nepal Engineering Consultancy
Service Center Ltd., National Construction Company Nepal
Ltd. and Nepal Orind Magnesite (P) Ltd. are not doing any
businesses or commercial activities. Nepal Metal Company
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Ltd. has not yet come into operation (Annual Status Review of
Public Enterprises, 2024). In recent years, more new PEs have
been established in accordance with the government's policy
priority of investing in the areas of hydropower production
and transmission lines, construction of public infrastructure
and expansion of industrial sectors. Dhaubadi Iron Company
Ltd. and Nepal Infrastructure Construction Company Limited
have been established recently in the fiscal year 2019-2020
while some enterprises established and operated with the same
purpose have been merged.

The current government has now taken the policy of
privatizing a few PEs that have remained shut. The government
has initiated the privatization process for PEs after a gap of
almost two decades and has planned to privatize at least eight
enterprises. For this, a study committee with experts will be
formed to evaluate the assets and liabilities of those enterprises.
Based on the recommendations from the experts, the government
will initiate the process for privatization.

Financial Performance and Operation Status

It has been eight decades since PEs in Nepal came into
operation. In this time span, major problems such as change
in economic structure and system, policy ambiguity and
managerial loopholes were confronted by some PEs. Despite
these setbacks, the recent data and figures indicate that overall
performance level of PEs has been satisfactory and is on the path
to continuous improvement. While some PEs which were on
the verge of dissolution in the past, has their financial condition
gradually improved. Moreover, some state owned enterprises
have been added to the list of PEs of Nepal and some have
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merged to ensure smooth business operation in particular and

acceleration of development activities in general.

Table 1: Major Indicators of Financial Status of Public Enterprises (PEs)

(Rs. In Billion)

S.N. Particulars 2075/76 | 2076/77 | 2077/78 | 2078/79 | 2079/80 | Average
1 |Paidup Capital | 285.6 | 311.1 | 347.9 | 372.6 | 412.1 | 345.9
Total Investment |0\ o | 5196 | 5673 | 6182 | 661.1 | 5662
of GoN

2 | Share 2719 | 2887 | 3147 | 3289 | 379.7 | 3168
Investment
Loan Investment | 192.8 | 230.9 | 252.6 | 2892 | 2814 | 2494
3 |TotalOperating |y 5 1 g7 | 4204 | 5754 | 6610 | s118
Income
Overall Net
Pt os 489 | 483 | 264 15 | 485 | 347
(a) Net Profit of

4 Profit Earning 51.7 539 322 43.0 51.9 46.5
PEs
(b) Net loss of
PEs Having 28 | 5.6 | 58 | @415 | 33 | (118
Loss

5 | Dividend 9.5 14.1 6.7 6.2 100 | 93
Ratio of

6 | Operation 13.6 10.9 9.7 11.7 12.3 11.6
Income to GDP

(Source : Annual Status Review of Public Enterprises, MOF)

The overall financial performance of PEs in the last five

years of period seems to be satisfactory as reflected by the total

operating income that has been continuously increased from Rs.
471.2 billion in FY 2075/76 to Rs. 661.0 billion in FY 2079/80,
with an average of Rs. 511.8 billion for last five years and the

overall net profit has gone up by an average of Rs. 34.7 billion
with maximum of Rs. 48.9 billion in FY 2075/76 and minimum
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of Rs. 1.5 billion in FY 2078/79. Similarly, the dividend receipt
also has been in increasing trend with an average of Rs. 9.3
billion for the last five years of period. As compared to the

previous FY, the amount of dividend is increased by 62.5
percent and stood at Rs. 10.0 billion in FY 2079/80.

In the FY 2079/80, the total investment of GON in PEs has
increased by 6.9 percent and stood at Rs. 661.1 billion. The share
investment has witnessed an increase of 15.4 percent and stood
at Rs. 379.7 billion, whereas loan investment has decreased by
2.7 percent and stood at Rs. 281.4 billion. Similarly, the paid up
capital in the PEs has increased by 10.6 percent and stood at Rs.
412.1 billion in FY 2079/80 including the share of government
investment is 92.1 percent and the rest 7.9 percent by other
institutions and private sectors. During the period of five years,
the average ratio of total operating income of PEs to GDP is
about 11.6 percent with the maximum ratio of 13.6 percent in
FY 2075/76 and minimum ratio of 9.7 percent in FY 2077/78.

Table 2: Major Indicators of Operation Status of Public Enterprises (PEs)

S.N. Particulars 2075/76 | 2076/77 | 2077/78 | 2078/79 | 2079/80

No. of PEs completed

1 |their Audit Status till the| 23 13 16 21 20
correspondence FY

) No. of Net Profit Earning 27 24 ” 25 2%
PEs

3 | No. of PEs having Net Loss 13 18 19 17 15

4 No. of P]_Es Closed or Not 5 5 . ) 3
in Operation
No. of Employees 28,738 | 28,341 | 28,002 | 29,736 | 32,180
No. of PEs in Existence 45 44 44 44 44

7 | No. of PEs in Operation 34 38 35 42 42

(Source : Annual Status Review of Public Enterprises, MOF)
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Among the existing PEs, 26 are in profit, 3 have zero
transactions and 15 have incurred losses. The no. of PEs
completed their regular audit in the FY 2079/80 is only 20 PEs.
In the absence of regular audit, it is fairly difficult to make an
accurate assessment of financial situations due to which the
financial discipline could not been maintained. The no. of net
profit earnings of PEs has been 26 in FY 2079/80 while the no.
of PEs having net loss is in decreasing trend having 15 PEs in
FY 2079/80. The no. of employment has been increasing with
the maximum of 32,180 employees in FY 2079/80 and during
the same period the no. of PEs in existence is 44 while the no.

of PEs in operation is 42.

Table 3: Status of Employment Contribution

No. of Employee | 2075/76 | 2076/77 | 2077/78 | 2078/79 | 2079/80 | Average
Industrial Sector |2,156 1,959 1,943 2,150 1,987 2,039
Trading Sector 1,442 1,279 1,240 1,318 1,486 1,353
Service Sector 2,968 2,795 2,960 3,336 4,502 3,312
Social Sector 1,259 1,438 1,288 1,582 1,408 1,395

Public Utility
Sector

Financial Sector |6,933 7,489 7,561 8,220 9,420 7,925
Total | 28,738 | 28,364 | 28,002 | 29,736 | 32,180 | 29,404

13,980 |13,404 |13,010 |13,130 13,377 13,380

(Source : Annual Status Review of Public Enterprises, MOF and Economic Survey 2023/24)

During the last five years of period, the average no. of
direct employment contributing in the operation of PEs is
29,404 which include the share of employment in the industrial
sector is 6.9 percent, lowest in the trading sector 4.6 percent i.e
1,353 employees, 11.3 percent in service sector, 4.7 percent in
social sector, highest in the public utility sector 45.5 percent i.e.
13,380 employees and 27 percent in financial sector. PEs has
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employed 32,180 individuals in FY 2079/80. During the period,
the highest number of employment that has been provided by
Public Utility Sector is 13,377 (41.6 percent) and the lowest
number of employment that has been provided by Social Sector
is 1,408 (4.4 percent).

Issues and Challenges

Public enterprises in Nepal play a crucial role in welfare
enhancement of the citizens, advancing socio-economic
development, bridging service gaps and promoting equitable
growth. They are strategically positioned in different areas like
agriculture, industries, energy, transportation, finance, essential
goods and services etc. where the government aims to ensure
access, affordability and regulation of services. In this context,
the PEs help to promote regional development, reduce economic
disparity and stabilize the prices of essential goods and services.
Additionally, they provide employment opportunities, support
infrastructure development and contribute to government
revenue, forming an integral part of Nepal’s efforts to achieve
self-sufficiency and social welfare goals. However, the PEs
in Nepal face various issues and challenges, impacting their
performance and ability to contribute effectively to the national
economy. Some of the key issues and challenges faced by the
PEs are listed in the following points as :

1. Political Interference

Political interference in PEs is common, leading to
inefficiencies in management. Politicians often appoint loyalists
rather than qualified professionals, affecting the enterprise’s
performance and decision-making.
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2. Poor Governance and Accountability

Weak governance structure and lack of accountability
contribute to corruption and inefficiency. PEs is often criticized
for inadequate transparency, resulting in poor public trust and
financial irregularities.

3. Financial Losses and Inefficiency

Even though the overall financial performance of PEs in the
last five years of period seems to be satisfactory, during the same
period the no. of PEs that have been in net loss are in between
13 to 19 enterprises due to the cause of high overhead costs,
outdated technology and inefficient processes. This inefficiency
strains government resources, as these enterprises often require
subsidies to stay afloat.

4. Overstaffing and Low Productivity

PEs often suffers from overstaffing due to political
appointments. This leads to low productivity as there are more
employees than necessary, reducing overall efficiency.

5. Lack of skilled manpower and training

There is a shortage of skilled and trained personnel, which
affects the ability of enterprises to adapt new technologies or
manage available resources efficiently. Limited investment in
human resource development is a significant challenge.

6. Inadequate Investment in Modernization and Technology

Many PEs operate with outdated technology which reduces
competitiveness. Lack of investment in modern and advance
equipment and adopting inefficient technologies limits the
productivity and make these enterprises less profitable.
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7. Bureaucratic Delays

PEs is subject to bureaucratic processes, leading to delays
in decision-making. This stifles innovation and makes it
challenging to respond quickly to market changes hindering
competitiveness.

8. Poor Financial Management

Inefficient and ineffective financial management including
budgeting, expenditure tracking and resource allocation is a
significant issue. Many PEs face cash flow issues, debt burdens
and financial mismanagement.

9. Inefficient in Market Competition

With increasing competition from private and international
firms, PEs struggle to keep up due to their inefficiencies,
outdated business practices and inability to adapt to market
demands quickly.

10. Corruption and Mismanagement

Corruption is a major issue within PEs as funds is often
misused and has mismanagement of resources. This corruption
undermines the potential for growth and improvement.

Remedial Measures

Though PEs continues to play a vital role in Nepal’s
journey toward achieving sustainable development and
economic resilience, there are different issues and challenges
to be addressed. For this the government and stakeholders
must adopt strategic and multi-faceted approach including
reforming governance, fostering innovation, reducing political
interference, promoting accountability, investing in advance
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technology, enhancing workforce skills and enabling financial
self-sufficiency.

Here are some of the remedial measures that could be
undertaken for the sustainability of PEs in Nepal as :

1. Governance Reforms

Establish clear roles and responsibilities to enhance
independence and accountability, implement the transparent
and accountable governance practices. Appoint qualified
professionals based on merit rather than political affiliation and
create independent regulatory bodies to monitor the performance
and operation of PEs, enforcing accountability and reducing
direct government interference.

2. Financial Restructuring and Sustainability

Encourage PEs to operate on a financially self-sustaining
basis by improving budgeting, cost management, and revenue
generation strategies. Link incentive schemes for employees
and management with productivity and performance targets, so
as to encourage efficiency and accountability.

3. Enhancing Transparency and Accountability

Conduct regular financial and operational audits and make
the results publicly accessible to increase transparency, build
public trust and enhance accountability.

4. Investing in Human Resource Development and
Modernization

Offer regular training to employees to build skills and
expertise particularly in new and advance technologies and
efficient management practices for higher productivity. In
addition, invest in technological upgrades to improve service
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quality and operational efficiency which will help to reduce
costs and improve customer services.

5. Expanding Public-Private Partnerships (PPPs)

Develop policies and frameworks that enable effective
public-private partnerships especially in the areas like
infrastructure, energy, transportation, etc. which require huge
investment. PPPs can introduce capital, expertise and efficiency
thereby benefiting both the parties.

6. Selective Privatization and Strategic Divestment

Develop the strategic divestment policy and consider full or
partial privatization for non-essential PEs that are consistently
underperforming so as to reduce the government’s financial
burden and allow these enterprises to thrive under market
conditions.

7. Strengthening Policy and Regulatory Frameworks

The frequent policy changes disrupt operation and
management of PEs and therefore, developing stable and
supportive policies with clear guidelines is necessary. Also
there is a need of regulatory frameworks for PEs to make them
less bureaucratic and more responsive to market changes.

8. Strengthening Anti-Corruption Mechanisms

Introduce and enforce anti-corruption measures such as
mandatory disclosures, anti-bribery policies, and whistleblower
protections. There is a need of establishing ethical guidelines
for PEs’ operations and adopt the mechanisms to make penalties
for breaches so as to maintain public trust in the market.

9. Encourage Innovation and Adaptability

Encourage PEs to invest in R&D so as to bring new ideas
and innovation that improve better quality products or services.
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Allow PEs to adopt flexible practices to market changes
including flexible pricing, operational models and innovation-
driven projects.

With the adoption of these measures, Nepal can transform
its PEs into effective, competitive, and financially sustainable
entities that contribute positively to the society and economy as
a whole and become more efficient, self-sustaining in the long
term.

Conclusion

The purpose of establishing PEs is to make the production
and supply of essential goods and services effectively at
reasonable price, to create more employment, to maintain price
stability, to create a competitive environment in the market,
to accelerate the pace of infrastructural development and to
maintain the national economic interests of the common people.

While analyzing the overall performance of the PEs
in Nepal, it is found to be in improving state. The business
efficiency and operation results of some enterprises in the
financial sector and public utility sector have been satisfactory;
however enterprises under industries sector needs to be improved
significantly. Non-professional thinking and working style,
weak operational efficiency, process-oriented decision making
and weak governance, lack of transparency, professionalism
and accountability are some of the challenges in making the
operation and management of PEs more efficient and effective.

Despite these challenges, the PEs have shown positive
outcomes through continuous efforts of institutional reform.
While some PEs are in the process of restructuring, some new
PEs is being set up to accelerate the pace of infrastructural
development. On the whole, the government has been
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making continuous reform efforts in the direction of business
competency, financial efficiency, capacity of service delivery
and entrepreneurship. In addition, the operation of PEs should
be driven by the principles of professionalism, public belonging
and autonomy. These lead to maximum utilization of the limited
resources of the nation through improvement in financial
efficiency and effectiveness, and development in competitive
capacity.
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The economic diplomacy of small
states and Nepal

Yagya Bahadur Katawal

Introduction

All small states recognize the valuable role that multilateral
economic diplomacy plays in enhancing their engagement
and amplifying their voices, thus leveling the playing field.
Nevertheless, the many complex structures and processes of
multilateral economic diplomacy strain their resources. This
requires a reliance on collective solidarity and the rule of law, a
strict focus on limited objectives, and the adoption of creative
solutions. About two-thirds of United Nations members fall
into this category. They operate in the same broad political and
economic environment as all other states. They also conduct
their diplomacy using the economic diplomatic toolbox as
larger states. They have a limited set of human and material
resources to devote to the tasks of economic diplomacy.

Economic diplomacy

Economic diplomacy is a sort of diplomacy in which a
state uses its complete economic toolkit to achieve its national
objectives. It comprises of a state's international economic
actions, such as policy decisions affecting exports, imports,
investments, lending, aid, and free trade agreements, among
others. Economic diplomacy, which employs a country's
already-deployed diplomatic corps to promote the country and
seek commercial opportunities, is unconventional but effective.

* Deputy Director, Nepal Rastra Bank
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Elements

1. Commercial diplomacy and non-governmental
organizations (NGOs): The use of political influence and
relationships to promote and/or influence international
trade and investment, improve market functioning, address
market failures, and reduce costs and risks of cross-border
transactions (including property rights).

2. Structural policies and bilateral trade and investment
agreements: Using economic assets and relationships to
raise the cost of conflict while also strengthening the mutual
benefits of cooperation and politically stable partnerships,
1.e. increasing economic security.

3. International organizations: Ways to consolidate the
necessary political climate and international political
economic environment to assist and implement these goals.

Economic diplomacy in small states varies depending
on their response to external factors. Those that pursue their
economic interests poorly, frequently perform insufficiently in
their political diplomacy. In contrast, the best diplomacy role
models are found when the government structure operates in
tandem with a decision-making process that is open to input
from a diverse group of stakeholders.

Growth creates the ability to represent the country
outside. This virtuous circle works powerfully, as increasing
attractiveness creates a receptive context for country marketing.
Individual and structural efforts, however, remain equally
important This helps to explain why some countries perform
better than others.
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Combining international affairs with foreign trade can
be a powerful synergy tool, but true collaborative agreements
may be equally effective. Governments must integrate
economic capabilities into their diplomatic networks and open
up to economic partners. Training programs should be run
cooperatively for functional economic agencies, businesspeople,
and government officials.

Small states

According to the World Bank, 50 countries are listed
as small states. There is no single definition of a small state.
What criteria should we use to decide the smallness of a
state? Territorial size? Economic power or potential? Security
postures or military strength? Interaction with other states?
Relative power indices? Of these, the most common factor
for defining state size is population size. States with up to 30
million inhabitants are sometimes considered small (Armstrong
&Read, 2000; Easterly & Kraay, 2000). However, others argue
size as a relative concept. Small states simply are those that
are far inferior to great powers or modestly inferior to middle
powers in terms of influence at any given time (Handel, 1981;
Morgenthau, 1972) and struggle to influence the international
system (Keohane, 1969; Rothstein, 1968). Furthermore, a state
with a larger population size may be surrounded by one or more
great powers, making it relatively small and giving it limited
action space in its region. Looking far back into history, makes
definitions of small size even more subjective and relative,
as political units were far more diverse and fragmented, with
different sources of state power and with far lower absolute
population numbers. Thus, there is always a degree of relativism
to small state size.
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Key issues for small states

The binding elements arising from the constraints of
smallness are a relevant factor in several important aspects, most
notably those related to the environment, trade and investment,
and security for small states in general. The following section
explains the key issues of small states and economic diplomacy.

Economic development issues

For the economic diplomacy, the resilience that small states
have to economic vulnerability and the way these vulnerabilities
affect their bilateral and multilateral economic diplomacy is
important to consider. In resilience may be inherent or nurtured.
Inherent resilience arises from positive factors of geography or
resources over which a state has no direct control. For example,
the natural resource base of Bahrain or Trinidad and Tobago and
the advantageous location of Luxembourg are natural factors of
resilience that offset the disadvantages of smallness. Nurtured
resilience is developed and managed through some deliberate
policy. One example is the development of information
technology in Estonia in various economic sectors in the
domestic and foreign market.

The four variables on index of nurtured resiliency are
good governance, macroeconomic stability, market reform, and
social development. The regional arrangement provides small
states with the opportunity to insert their economies into larger
economic framework. Regional economic integration provides
a common platform through which members can better promote
their collective interests with the rest of the international
community and in multilateral arrangements, often advocating
for a recognition of their specific challenges. Important dilemma
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for many small states is how best to maintain a distinction
between their demands for a preservation of preferences, based
on the argument of special vulnerability, and the demands of
other developing countries for retention of these preferences
as an indispensable development tool (World Bank Joint Task
Force on Small States Report, 2022).

Security issues

Small states have a more limited range of human and
material resources to devote to security. They often lack the
option of using force, either as a defensive or as a pre-emptive
measure. Therefore, the diplomatic process becomes a more
vital aspect of their approach to security than it may be for larger
states. In common with all other states, the small state also has
an interest in broad aspects of international peace, security,
cooperation, prosperity building, and the protection of human
rights. In today’s international environment, the processes
of regional security and cooperation are the most visible and
immediate expression of preventative economic diplomacy.
Small states have a strong record of active and enthusiastic
promotion and support of these processes.

Environment and climate change issues

Regarding environmental concerns, size is a major
element of vulnerability. Environmental risks and natural
disasters affect large and small states indiscriminately, and
their effects on specific locations are the same. So, a state's
capacity to deal with the imports of environmental alarms and
natural disasters is closely tied to its size. The vulnerability
of small states to external shocks was stressed in 2017 during
the Western Hemisphere's hurricane season, with devastating
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effects on Antigua and Barbuda, Dominica, Puerto Rico, and
the Florida Keys, among others. Further, climate change will
affect other critical sector and system such as food production,
human settlements, critical infrastructure, financial services,
human health, and terrestrial biodiversity.

Nepalese Context

Nepal often focuses on maintaining a delicate balance
between its two powerful neighbors: India and China. As a
small landlocked country sandwiched between these giants,
Nepal pursues to retain its sovereignty and independence by
pursuing a neutral and non-aligned policy. Modern economic
diplomacy and robust domestic policy are essential for Nepal's
€conomic success.

Economic dependency and development

Economic dynamics play an important role in Nepal's
economic diplomacy. Nepal government depends substantially
on foreign aid and investment to fund development projects,
infrastructure, and economic growth. As a result, Nepal
frequently attempts to interact with bilateral and multilateral
partners to acquire financial aid and support for its development
objectives.

Border issues and security concerns

Nepal faces a number of security concerns, including
border disputes, cross-border crimes, and geopolitical tensions
in the region. Managing security problems while maintaining
territorial integrity is an important component of Nepal's
diplomacy. This involves diplomatic efforts to resolve border
disputes and cooperation with neighboring countries on security
matters. Cultural and people-to-people relations
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Nepal's economic diplomacy also focuses on promoting
its rich cultural legacy and strengthening people-to-people
contacts with neighboring countries. Tourism, education, and
cultural exchanges are essential ways for Nepal to engage with
the world community, strengthening its soft power and fostering
international goodwill.

Global diplomacy and international cooperation

Despite its modest size, Nepal actively engages in global
forums and multilateral organizations to advance its interests and
contribute to international peace and prosperity. This includes
collaboration with the United Nations, South Asian Association
for Regional Cooperation (SAARC), Bay of Bengal Initiative for
Multi-Sector Technical and Economic Cooperation (BIMSTEC)
as well as other regional and international organizations such as
the World Bank and IMF.

Institutional and procedural constraints of economic diplo-
macy

Nepal has the potential to advance its economic interests
through diplomatic means, but has yet to fully capitalize on
these chances. Several key issues have impeded the progress.

*  Lack of preparation for export and investment promotion,
including quality control standards.

»  Labor issues hindering FDI attraction.

* Inadequate policy coordination and implementation.

*  Lack of funding and unclear donor-receiver relationships
between finance and government entities.

* Poor inter-agency coordination hinders the government
entities' proactive role.

*  The private sector's role is lacking.
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*  Appointments are based on nepotism and favoritism rather
than Knowledge, Aptitude, and Practice.

*  There are weak links between the government and academic
think-tanks as well as ineffective collaboration between
academic institutions and business organizations.

Strategies to promote economic diplomacy

Economic diplomacy is not a recurring plan or programs.
This is part of Nepal's overall foreign policy strategy. Economic
diplomacy cannot flourish solely through government efforts.
To reap the benefits of economic diplomacy, the business
community must take proactive measures. To steer the
country's economy towards long-term success and prosperity,
the private sector must develop creative policies and increase
competitiveness.

Missions

The Nepalese mission abroad communicates to the
host government. Nepal, a developing country with limited
resources, requires foreign aid and investment to expand its
social capital. Government should train and develop mission
staff to improve negotiation abilities and address potential
issues during economic diplomacy.

Countries in focus

It is critical to find potential markets for our products.
Our core product's prospective markets include the USA,
Germany, UK, Japan, and India. The second list includes the
Netherlands, Spain, Italy, and Australia. This will focus our
efforts on expanding exports and attaining sustainable economic
diplomacy goals.
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Country-Specific and Product-Specific programs

Nepal should categorize countries and cities based on
their strategies for international employment and exports. We
should have a thorough understanding of possible markets and
be ready to meet the specific needs of each country. Without a
thorough examination of the situation, our diplomatic efforts to
restore the country's economy may face significant setbacks.

Conclusion

The economic diplomacy of small states is a subset
of diplomacy. Small state size has been defined in various
ways. Central to most definitions of smallness is a shortage
of the resources and capabilities that determine power and
influence. Small states have smaller economies, which limit
their influence in economic negotiations. Small economies
of scale inhibit them from developing specialized knowledge
on a wide range of foreign policy issues. Weak aggregate
structural power makes them less attractive coalition partners
and incapable of side payments in negotiations. Nepal actively
participates in regional forums and initiatives, such as the
South Asian Association for Regional Cooperation (SAARC)
and the Bay of Bengal Initiative for Multi- Sectorial Technical
and Economic Cooperation (BIMSTEC). These platforms
enable Nepal to engage with neighboring countries on issues of
mutual interest, such as economic development, security, and
cultural exchange. Overall, Nepal's foreign policy emphasizes
sovereignty, peaceful coexistence, regional cooperation, and
global engagement, while safeguarding its national interests
and development priorities.
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Banking and Law of Torts
Jugal K. Kushwaha'

Introduction

Tort law is a crucial area of civil law dedicated to offering
remedies for wrongful conduct that inflict injury on others. The
principal function is to guarantee that individuals who incur
losses due to another's activities receive equitable recompense,
so acting as a deterrent against harmful behavior. Tort law is often
divided into three main categories: negligent torts, deliberate
torts, and strict responsibility torts. Negligent torts pertain to
instances where an individual's failure to exercise reasonable care
leads to injury, frequently seen in personal injury and accident
lawsuits. Intentional torts, in contrast, encompass deliberate
activities aimed at inflicting harm, including offenses such as
assault, defamation, and trespassing. Strict responsibility torts
assign liability to parties irrespective of intent or negligence,
mainly in cases concerning defective products or intrinsically
dangerous activities. These characteristics are essential to the
adaptability of tort law, enabling it to successfully address
various forms of harm and circumstances (Weir, 1997; Epstein,
2022).

The primary objective of tort law is to establish a mechanism
for redress, allowing people to pursue justice for grievances that
have affected their lives. Compensation is intended to mitigate
losses, encompassing medical expenditure, lost income,
and non-economic damage such as emotional distress. This
compensation model is consistent with the restorative justice

* Deputy Director, Nepal Rastra Bank
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idea inherent in tort law, which aims to equilibrate the interests
of the parties by remedying the harm inflicted, rather than
concentrating exclusively on punitive results. Legal scholars,
including Prosser and Keeton (1984) in The Law of Torts and
contemporary authors like Goldberg and Zipursky (2010) in
Recognizing Wrongs, emphasize the significance of tort law in
safeguarding individual rights by acknowledging damages and
allowing victims to restore a sense of justice (Prosser & Keeton,
1984; Goldberg & Zipursky, 2010).

Recent advancements in tort law have progressively
mirrored the intricacies of modern society, particularly with
privacy rights, data protection, and corporate accountability. The
increasing function of tort law, especially in digital situations,
illustrates its adaptability. Invasion of privacy through social
media and cyber-related harm are emerging domains of tort
law, with courts evaluating these matters under the principles
of negligence and deliberate tort. The adaptability of tort law
has ensured its continued relevance in a swiftly evolving world,
as articulated by Twerski and Henderson in their seminal work,
Torts: Cases and Materials on Torts (Twerski & Henderson,
2016). Moreover, Epstein’s Cases and Materials on Torts
offers comprehensive case studies illustrating the judicial
interpretation of conventional tort concepts in contemporary
settings (Epstein, 2022).

1. Evolution and approaches

The evolution of tort law demonstrates its responsiveness
to evolving societal demands and standards. Tort law originally
emphasized conciliation and private justice, originating
from historical customs of repaying wrongs with material
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restitution to avert conflicts. Tort law has gradually become
more institutionalized, with remedies becoming standardized
and regulated within legal systems (Weir, 1997). In the 19th
century, with the expansion of industrialization, tort law
underwent considerable evolution to handle injuries arising
from burgeoning businesses, particularly concerning
workplace safety and defective products. This period
witnessed the emergence of negligence as a fundamental
tort principle, asserting that individuals have a duty
of care towards others, a concept that continues to be
essential in contemporary tort claims (Epstein, 2022).
Contemporary tort law has progressively integrated ideas
of strict responsibility and deliberate tort, extending beyond
negligence to impose accountability on parties irrespective of
fault in specific situations, especially in instances involving
hazardous activities or defective products. This stringent
approach underscores the accountability of entities for the
harm caused by their acts or products, irrespective of purpose,
signifying a transition towards the protection of consumers and
victims. Scholars such as Prosser and Keeton (1984) underscored
the necessity of harmonizing deterrent, recompense, and equity
in tort law, a theory that has propelled tort's advancement into
emerging legal domains such as cyber-torts and privacy rights
(Prosser & Keeton, 1984; Twerski & Henderson, 2016).

Various legal methodologies delineate the tort law
framework, highlighting the differences between corrective
justice and distributive justice. Corrective justice, a conventional
method, emphasizes remedying wrongs by reinstating the
aggrieved party to their prior state before the infliction of
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harm. Distributive justice, in contrast, examines wider societal
implications, including the necessity for equitable distribution
within a society and the systematic deterrence of detrimental
actions (Goldberg & Zipursky, 2010). This distributive focus
has increasingly garnered attention as courts and scholars
acknowledge the impact of tort law in regulating industries and
upholding standards of care.

Consequently, tort law persists inits evolution via theoretical
advancements and practical modifications. Significant works
such as Epstein’s Cases and Materials on Torts and Goldberg
and Zipursky’s Recognizing Wrongs demonstrate how courts
and legal scholars address modern challenges by either
broadening established concepts or embracing novel ones. The
development of tort law demonstrates its durability and ability
to adjust to the intricacies of contemporary society (Epstein,

2022; Goldberg & Zipursky, 2010).

2. Essential Elements of Torts

Torts are civil wrongs that result in harm or loss, and tort law
offers remedies for these injuries. The fundamental components
necessary to establish a court case typically comprise duty,
violation of duty, causation, and damages. Below is an analysis
of each component:

Duty of Care

Duty of care denotes the legal responsibility to exercise a
standard of reasonable care to prevent foreseeable harm to others.
In tort disputes, the plaintiff must initially demonstrate that the
defendant has a duty of care towards them. This obligation
frequently emerges in contexts where the acts of one party
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may impact another, exemplified by the interaction between a
vehicle and pedestrians (Epstein, 2022). In negligence trials,
courts frequently employ the "reasonable person" approach to
ascertain if the defendant had a duty of care, evaluating whether
a reasonable individual in like circumstances would have done
differently (Weir, 1997).

Breach of Duty

A breach of duty transpires when the defendant does
not fulfill the requisite standard of care pertinent to the
circumstances. This failing must be substantiated with evidence
demonstrating that the defendant's conduct was below the
standard of a reasonable person (Prosser & Keeton, 1984).
In medical malpractice proceedings, a violation may be assessed
by juxtaposing the defendant's conduct with established
standards within the medical profession (Shavell, 1987).

Causation

Causation establishes a connection between the violation
of duty and the plaintift's injury. There are two categories:

Actual Cause (Cause-in-Fact): The injury would
not have transpired "but for" the defendant's actions.
Proximate Cause: The injury was a foreseeable consequence of
the defendant's activities, indicating that the defendant's breach
resulted in a predictable outcome (Goldberg & Zipursky, 2010).
Courts frequently utilize causation tests, like the "but for" test
and foreseeability analysis, to determine if the breach directly
resulted in the injury. A store may be held accountable if a
consumer stumbles on an unmarked wet floor, and the damage
was a predictable result of this negligence (Calabresi, 1970).
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Compensatory Damages

Damage refers to the damage incurred by the plaintiff for
which they seek restitution. These may encompass physical
injuries, financial losses, emotional distress, and property
destruction. The plaintiff must demonstrate that they incurred
actual damages as a result of the defendant's breach (Prosser &
Keeton, 1984).

Tort Law mandates that damages must be measurable;
in the absence of evidence of loss or harm, a claim lacks
foundation. Damages are generally classified as compensatory
damages, which seek to restore the plaintiff to their original
state, and punitive damages, which are designed to penalize

especially reprehensible behavior (Epstein, 2022).

3. Tort and Other Similar Laws

Aspect Tort Law Contract Law Criminal Law
Definition Focuses on Governs Focuses on
compensating agreements offenses against
individuals for between parties society, with
harm caused by | and enforces penalties for
wrongful acts obligations conduct deemed
not arising from | established by harmful to
contracts (Weir, | those agreements | public welfare
1997) (Macaulay, (Blackstone,
2003). 1769).
Primary Compensation Enforcement Punishment
Objective and deterrence of promises or and deterrence
by holding agreements, of criminal
parties ensuring fair behavior to
accountable outcomes maintain social
for damages between parties order (Garland,
(Epstein, 2022). | (Macaulay, 2019).
2003).
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Type of Law | Civil law, Civil law, Public law,
dealing with specifically dealing with
wrongs against involving offenses against
individuals. contractual the state or

relationships. society.

Examples of | Negligence (e.g., | Breach of Theft, assault,

Cases car accidents), contract, failure fraud, and drug
defamation, to deliver offenses
product liability | agreed goods or

services.

Burden of "Balance of "Balance of "Beyond a

Proof probabilities," probabilities," reasonable
meaning the similar to tort doubt," which
plaintiff must law, often is a higher
show it is more requiring the standard of
likely than plaintiff to proof due to
not that harm prove a breach the potential
occurred due to | occurred. penalties
the defendant’s involved
actions

Potential Monetary Monetary Fines,

Outcomes compensation damages, specific | imprisonment,
for damages or, | performance, or | probation,
occasionally, cancellation of community
injunctions to the contract. service, or
prevent further other criminal
harm (Goldberg penalties
& Zipursky,

2010)

Involvement | Often based Intent is typically | Intent is critical,

of Intent on negligence implied by especially for
but can include | entering a serious offenses,
strict liability or | contractual though some
intentional harm. | agreement. crimes may

not require
intent (e.g.,
manslaughter)
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Impact on Provides a Supports Protects public
Society means for economic safety and
individuals to stability by reinforces
claim redress, enforcing societal norms
ensuring agreements, through
accountability promoting trust deterrence of
for harm in transactions crime (Garland,
(Macaulay, 2019).
2003).

4. Liability in Tort Law

In tort law, liability denotes the legal obligation of a party
(usually the defendant) to provide compensation for harm or
injury resulting from their conduct or negligence. Liability may
be classified according to the category of tort.

Negligence - This is the predominant type of culpability,
wherein a defendant neglects to exercise due care, resulting
in harm to the plaintiff. Liability is established when the
plaintiff demonstrates a duty of care, a breach of that duty,
causation, and damages (Weir, 1997).

Strict Liability - In this context, liability is assigned irrespective
of fault or purpose. In instances of defective items or
perilous activities, responsibility may arise from merely
participating in a hazardous act if injury ensues (Epstein,
2022).

Intentional Torts - Liability in these instances occurs when a
defendant deliberately inflicts harm, as shown in cases of
assault or defamation. Intentional torts necessitate evidence
that the offender acted with the intention to achieve a
particular result (Owen, 2017).
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5. Discharge of liabilities in Tort

The discharge of tort liability transpires when the legal
obligation for injury is nullified or substantially diminished.
Principal mechanisms comprise:

Consent - If the plaintiff acquiesces to the defendant's activities,
culpability may be absolved. In medical contexts, informed
consent safeguards physicians against culpability, provided
they adhere to established criteria (Keeton & Owen, 1984).

Contributory and Comparative fault - When the plaintiff's fault
contributes to their injury, culpability may be diminished or
entirely absolved. In jurisdictions adhering to contributory
negligence, any wrongdoing on the part of the plaintiff
may preclude recovery, whereas comparative negligence
permits proportional allocation of fault (Shavell, 1987).

Statutory Limits and Immunities - Certain legislation confers
immunity to certain entities, such as government agencies
or charitable organizations, under defined conditions,
thereby absolving them of culpability (Posner, 1972).

Assumption of Risk - If a plaintiff voluntarily participates
in a hazardous action, they may be considered to have
accepted the risk, so constraining the defendant's
culpability. This argument is prevalent in cases involving
sports and recreational activities (Garland, 2019).
The principles of culpability and its discharge exemplify tort
law's equilibrium between paying victims and mitigating
unjust obligations on defendants.

6. World’s Most Popular Cases
Donoghue v. Stevenson (1932, United Kingdom)

Frequently regarded as the foundation of contemporary
tort law, this case established the "neighbor principle," which
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underpins the duty of care in negligence. Mrs. Donoghue felt
unwell after ingesting a ginger brew that included a decaying
snail. Lord Atkin's ruling articulated that individuals have an
obligation to refrain from conduct that may predictably cause
harm to others. This approach has influenced negligent cases
worldwide, including analogous laws in the U.S., Australia, and
Canada.

Palsgraf'v. Long Island Railroad Co. (1928, United States)

This pivotal U.S. case elucidated the notion of proximate
cause. Helen Palsgraf sustained injuries from falling scales
when explosives, transported by another passenger, detonated
as a result of the railroad employees' conduct. The court
determined that the defendant could not be held accountable,
as the harm was not a foreseeable consequence of their actions.
This decision is fundamental in American tort law, delineating
constraints on liability predicated on foreseeability.

Rylands v. Fletcher (1868, United Kingdom)

This case established strict responsibility for behaviors that
are inherently harmful. The court determined that Mr. Rylands
was strictly liable when his reservoir inundated Mr. Fletcher's
mine. The court determined that individuals participating in
specific hazardous activities are liable for any subsequent
harm, regardless of negligence or purpose. This idea has been
implemented in product liability and environmental issues
globally.

Bolam v. Friern Hospital Management Committee (1957, UK)
This case established the benchmark for professional

negligence, especially in the context of medical malpractice.
The court determined that a physician would not be deemed
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negligent if their actions conformed to a reputable body
of medical thought, notwithstanding dissent from other
practitioners. The "Bolam Test" has been employed to assess
the duty of care owed by professionals in several domains.

Caparo Industries plc v. Dickman (1990, United Kingdom)

This case further delineated the duty of care criteria,
instituting a three-part test encompassing foreseeability,
proximity, and reasonableness. It underscored that the
responsibility of care must be equitable, just, and reasonable for
imposition. The Caparo test is extensively utilized in common
law nations to evaluate the presence of a duty of care.

Liebeck v. McDonald’s Restaurants (1994, U.S.)

Referred to as the "hot coffee case," this U.S. legal matter
concerned Stella Liebeck, who sustained severe burns from
spilled coffee. The jury granted Liebeck substantial punitive
damages, holding that McDonald's was responsible for
providing coffee at perilously high temperatures. This case
ignited discussions on tort reform and underscored the need for
consumer safety.

Grant v. Australian Knitting Mills (1936, Australia)

This judgment elaborated on the ideas established in
Donoghue v. Stevenson, affirming that manufacturers had a
duty of care towards consumers. Grant experienced dermatitis
following the use of woolen underwear containing chemical
residue. The court determined that producers are obligated
to guarantee the safety of their products for consumers, so
impacting consumer protection legislation in other nations.

7. Torts in the Banking Sector

Tort law within the banking sector is essential for rectifying
wrongful acts or omissions that inflict harm on clients, third
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parties, or the public. Due to the sensitive nature of the financial
information managed by banks and the substantial value of
the transactions they conduct, banks are especially vulnerable
to tortious responsibility in matters such as negligence, fraud,
breach of fiduciary duty, and defamation.

Negligence: Financial institutions have an obligation to
exercise care towards their clients and may incur liability
for negligence if they neglect this obligation. Banking
negligence may occur when financial institutions fail to
establish sufficient security protocols, leading to unlawful
transactions, data breaches, or financial losses for clients.
If a bank's internet security is inadequate and results in
a cyber-attack that compromises client data, aggrieved
clients may launch negligent claims. Judicial bodies
have emphasized that financial institutions are required
to uphold current security protocols to safeguard client
data. This obligation of care encompasses advising clients
on financial products, delivering precise information, and
adhering to prudent measures to avert harm.

Breach of Fiduciary Duty: Financial institutions frequently
undertake fiduciary responsibilities when overseeing client
assets or providing investment counsel, necessitating
that they behave in their clients' best interests. Breaches
transpire when banks prioritize their own interests over
those of their clients, exemplified as proposing investments
that advantage the bank rather than the customer.
Fiduciary breaches may encompass fund mismanagement,
nondisclosure of conflicts of interest, or the promotion
of high-fee goods to enhance bank profits at the expense
of client benefits. In U.S. Bank N.A. v. Indian Harbor
Insurance Co., the bank's fiduciary duties to investors were
essential, underscoring the necessity for transparent, client-
centric procedures in banking (Epstein, 2022).
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Fraud and Misrepresentation: Fraud transpires when a bank
deliberately deceives a client or third party for monetary
advantage, which may encompass misrepresenting
financial products, fabricating information, or concealing
essential elements that influence client decisions. Financial
institutions may be held accountable for consumer losses
resulting from deception or fraudulent activities conducted
by their staff. Prominent incidents, such as the Wells
Fargo account fraud scandal-where workers established
unauthorized accounts to achieve sales objectives—
illustrate the grave repercussions of fraudulent behavior.
This affair led to substantial legal repercussions, monetary
penalties, and increased regulatory oversight.

Defamation: Financial institutions may encounter defamation
lawsuits if they inaccurately report clients to credit bureaus
or disseminate incorrect information regarding a client's
financial condition. An erroneous classification of a client
as overdue or a misrepresentation of account information
by a bank can harm the customer's reputation and result in
legal repercussions. Defamation in banking is particularly
pertinent when erroneous credit reporting impairs a client's
capacity to get loans, so constraining financial prospects.
To prevent such errors, banks are required to adhere to
stringent processes and meticulously examine information
prior to reporting. Conversion and Trespass to Chattels:
Conversion entails a bank improperly asserting control
over a client's property, frequently occurring in instances of
unauthorized transactions or unwarranted account freezes.
If a bank unjustly freezes an account, clients may pursue
a lawsuit for conversion to obtain damages for limited
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access to their cash. Trespassing to chattels, along with
conversion, denotes a transient obstruction of a client's
entitlement to access their property or accounts. Although
typically transient, this interference may cause harm if it
leads to financial losses for the client (Owen, 2017).

Emotional Distress: Financial institutions may be liable for
inducing psychological injury via intentional or negligent
infliction of emotional distress. Excessively aggressive
debt collection methods, intimidating messages, or public
revelations on a client's debt status may result in claims
of emotional distress. Courts may grant damages to clients
if they can establish substantial psychological suffering
resulting from the bank's acts.

8. Regulatory Measures and Tort Law

Regulatory entities, such as the Consumer Financial
Protection Bureau (CFPB) in the United States and other
organizations globally, oversee to mitigate tortious conduct
within the banking industry. Nevertheless, tort law is crucial in
ensuring banks are held accountable beyond regulatory penalties,
providing clients with a mechanism to seek redress for particular
grievances. The integration of regulatory monitoring and tort
liability mandates that banks adhere to stringent standards
of accountability, thereby protecting consumer interests and
ensuring financial stability.

9. Challenges and Future Directions

Nepal encounters several obstacles in the comprehensive
implementation of tort law, such as inadequate legal
infrastructure, minimal public knowledge, and erratic
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enforcement. Reforms in Nepal's court system, enhanced public
awareness initiatives, and increased legal support for tort claims
are essential to solve these challenges. Enhancing Nepal’s tort
law will more effectively safeguard individual rights, promote
accountability, and incentivize safer behaviors across diverse
industries.
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Financial Sector Reform in Nepal

Pushkar Raj Bhattarai :

Financial Sector Reform in Nepal

The Nepalese financial sector encompasses a diverse range
of institutions, including commercial banks, development
banks, financial institutions, insurance companies, microfinance
institutions, and the capital market. In recent decades, the sector
has undergone significant transformation driven by financial
sector reforms. These reforms have led to increased competition,
expanded access to finance, and improved financial stability.

In 2024, the sector comprised of 20 commercial banks, 17
development banks, 17 finance companies, and 52 microfinance
development banks along with infrastructure development
bank. Nepal Stock Exchange is the only capital market of the

country.

The sector started in 1937 when Nepal Bank Limited
(NBL), the country’s first bank, was opened. Since then, the
sector grew rapidly. Before it reached its current size, the sector

went through two major reforms.

The first reform came in 1985 when the country faced an
economic crisis, which was trigged by unprecedented budget
and current account deficits.

The second program was initiated in 2002. The reform was
trigged by a political crisis, in particular the Maoist insurgencies

* Deputy Director, Nepal Rastra Bank
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in the late 1990s, which compelled the Government of Nepal to
embark on broader economic reforms.

The two financial sector reform programs had both
successful and unsuccessful outcomes. Both reform programs
had focused on strengthening the Nepal Rastra Bank (NRB)
and the central bank, and restructuring and privatizing the state-
owned banks. Overall, the reform programs contributed to the
sector’s growth and improved governance, but the programs
failed to fundamentally transform the distressed state-owned
banks.

First Financial Sector Reform (1985)

Structural Adjustment Program

Prior to 1985, economic policies were centered on state-led
protectionist strategies. The government controlled the exchange
rate and restricted the quantity of foreign exchange, which
greatly constrained export growth. Other government controls
such as import licensing, high import tariffs, overvaluation
of the domestic currency, and direct price control negatively
affected industrial growth. Due to these government controls, by
the mid-1980s the government faced unprecedented budgetary
deficit as well as current account deficit.

The structural rigidity, slow economic growth, and state-
led policy distortions had gradually deepened the fiscal and
economic crisis since the late 1970s. From 1980 to 1983, the
government expenditure rose from 14.9% to 20.7% of the gross
domestic product (GDP), while the revenue growth during the
same period was marginal, from 8.1% to 8.4%, resulting in
deficit financing.
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From 1984 to 1985, the total outstanding public debt
amounted to 40.5% of the GDP. The high public debt led to
insufficient commercial credit availability and limited private
sector growth. The fiscal problems contributed to high inflation
and a worsening current account balance.

The deepening economic crisis compelled the government
to seek help from international donors. In 1985, the government
entered into its first stand-by credit agreements with the
International Monetary Fund (IMF) and initiated reforms
under the Economic Stabilization Program. In the same year,
the government signed an agreement with the World Bank
for the Structural Adjustment Program (SAP). The key focus
of SAP was market-oriented reforms to reduce government
interventions in the economy. SAP had two phases: SAP I
(1986—-1989) and SAP II (1989-1992). The financial sector
reform was implemented under SAP II.

Before SAP, the financial sector was dominated by two
banks— Rastriya Banijya Bank Limited (RBB) and Nepal
Bank Limited (NBL)— accounting for more than 70% of
total assets in the financial sector. But the banks, being state-
owned, had serious portfolio problems due to the government’s
interventions. Weak supervision of NRB was an added problem.

Second Phase (1985-2000)

Despite the ambiguous impacts of the restructuring of RBB
and NBL, the first financial sector reform marked the important
beginning of the liberalization of Nepal’s financial sector. SAP
helped the government to adopt more liberalized policies to the
economy in general, and the financial sector in particular. From
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the late 1980s to 1990s, the government implemented various

liberalization measures and increased the private sector’s role in

the financial sector.

Table 1: Chronology in Nepal Finance Sector Liberalization,

1984-1998
Year Reform Actions
1084 Amendment of the Commercial Bank Act, 1974
Removal of entry barriers for private commercial banks
Opening of joint venture banks
Interest rate deregulation
Approval for ADBL to carry out commercial lending activities
1985 Enactment of the Finance Companies Act
1988 Reform in the treasury bill issuance process
NRB's introduction of prudential norms
1989 Establishment of the Credit Information Bureau
Removal of price and volume control of commercial bank loans
1991 Establishment of Citizen Investment Trust
1992 Amendment of the Security Exchange Act
Separation of operation and regulation in the capital market
Establishment of the Security Exchange Board
1993 Abolishment of the statutory liquidity ratio
Establishment of five regional rural development banks
1996 Enactment of the Development Bank Act
1998 Enactment of the Financial Intermediary Act

Source: Asian Development Bank

The most notable liberalization measure was removing

the entry barriers for private and foreign banks and financial
institutions. In 1984, the government amended the Commercial

Bank Act to open the sector for foreign ownership through joint

venture banks. Following this amendment, NRB gave licenses
to three joint venture banks during 1984—1987.
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Table2: Key Reform Programs by Organization

Finance Sector IMF ‘World Bank ADE
Reform Phase
First {1985) Economic Stabilization Structural Adjustment Program nfa
Program * Strengthening RBB and NBL
» Currency devaluati ./ ding Income Tax Act,
» Public expenditure Commercial Bank Act, NRB
restriction Act,and NIDC Act
« Commercial bank credit + Establishing Credit Information
restriction Bureau
* Industrial licensing
liberalization

Export promotion
Impaort control

Second Paoverty Reduction and Financial Sector Technical Rural Finance Sector
(2002-2006) Growth Facility/ Assistance Project Development Cluster Program
Government of Mepal's * Reengineering NRB « Establishing microfinance
1oth Five-Year Plan * Restructuring RBB and NBL regulatory and supervisory
The government made « Capacity building in the finance framework
commitments for: sector # Restructuring and privatizing
* restricting and privatizing ADBL
RBB and NBL; Fi ial Sector R ing  « Restructuring Small Farmers
* improving accountingand  Program Development Bank
auditing standards; + NRB reengineering » Establishing National Banking
» strengthening legislative * Voluntary retirement schemes Training Institute
and institutional in RBB and MBL + Strengthening Debt Recovery
framewark for loan » Hiring of sales (privatization) Tribunal
recovery; and advisors » Developing microfinance
» restructuring ADBL and credit information services
MIDC.

Source : Asian Development Bank

Second Financial Sector Reform (2002)

Legal Reform and Central Bank Strengthening

The lack of autonomy and weak supervision capacity of
NRB was considered a core problem of the financial sector.
Accordingly, strengthening the capacity of NRB and legislative
reforms was the main component of the second financial sector

reform program.

Based on the analysis of the Financial Sector Assessment
Study, FSRP provided support for NRB reengineering.

As a result of the reengineering activities, NRB’s onsite
supervision capability generally improved during the project
period as reported by the banks. Offsite reports were issued
within 45 days. Onsite supervision was done annually and
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reports were issued within 30 days. NRB also implemented a
policy of annually conducting onsite supervision at each bank
and publishing an annual supervision report, which included
major findings and directives given to commercial banks during
the onsite examinations.

NRB intervention to enforce prudential regulations and
relevant banking legislation was enhanced to some extent. NRB
issued a Directive on Prompt Corrective Action for troubled
banks and took over the management of four troubled financial
institutions. State-owned banks remained outside the purview
of the directive.

Table3: Nepal Rastra Bank Reengineering Components

Comp Activities
Human resource development

Human resource development planning and implementation
Organizational development

Education and training

Voluntary retirement scheme

Building supervisary capabilities and Preparation of manuals and modalities of inspection and supervision for the
prudential norms and regulations Inspection and Supervision Department

Formulation and implementation of other relevant regulations
Implementation of manuals for the Inspection and Supervision Department
Logistic support program

Enactment of new Nepal Rastra Bank Draft Act

Fermulation of Deposit-taking Institutions Act

Formulation of Asset Management Company Act

Formulation of Credit Infermation Institution Act

Formulation of Credit Rating Institution Act

Formulation of Bankruptcy Act

Foermulation of Mergers and Acquisition Act

Legislative Reform Program

Capacity Building Program Banking Operations Department
Naenbank Operatians Department
Foreign Exchange Department
Inspection and Supervision Department
Public Debt Department

Accounts and Expenditure Department

T T

Ir 1 of fully i
computerized general ledger system

IT automation Information System and

Source: Asian Development Bank

The second phase of financial sector reform contributed
to the improvement of governance and some financial sector
indicators by installing key financial legislations and essential
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sector infrastructure as shown in the declining NPLs. The
government enacted several acts and ordinances, including the
amended NRB Act in 2002, Debt Recovery Act in 2002, Secured
Transaction Act in 2005, Banks and Financial Institutions
Ordinance in 2006 (later became an act in 2007), Insolvency Act
in 2006, and Companies Act in 2006. The Banks and Financial
Institutions Act is an umbrella act, which repealed the preceding
acts related to banks and financial institutions.

On other financial sector infrastructure, a Credit Information
Bureau was established in 1989 to blacklist defaulters. Under
the Debt Recovery Act 2002, a Debt Recovery Tribunal was
established in 2003. The National Banking Training Institute, a
professional training institute on banking and financial subjects,
was established in 2009 to provide short-to medium-term
professional training, including training outside Kathmandu.

Bank Restructuring and Privatization

RBB and NBL

The World Bank’s FSTAP and FSRP supported the
restructuring of state-owned commercial banks NBL and RBB.
The objective of the restructuring was to improve the two banks’
corporate governance and reduce government ownership in the
financial sector. FSRP placed an external management team at
each bank.

The management team was to:

i.  take management and financial control of the day-to-day
running of the banks;

ii. help stabilize the operational and financial position of the
banks;

iii. help strengthen the accounts of the banks;
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iv. conduct training programs, the voluntary retirement
scheme (VRS) program, and branch restructuring and
improvement programs;

v. adopt appropriate remuneration packages for bank staff;
and

vi. prepare the banks for privatization.

The external management team was placed at RBB on 22
July 2002 and had carried out a series of organizational and
operational restructuring. In the organizational restructuring,
VRS programs were conducted and staft size was reduced from
over 5,000 employees in 2002 to below 2,600 employees by
2009. To improve profitability, RBB reduced the number of
bank branches from over 200 to 123 during the same period.
They upgraded the core banking system and installed new
systems in a total of 64 branches. The computerization of RBB
branches met targets, with 95% of deposits and 98% of loans

automated and online.

At NBL, the external management team was fielded on 16
January 2003 and had carried out similar restructuring activities.
They conducted operational and business process restructuring,
including VRS, branch reduction, and system upgrading. In
addition, they standardized business processes, prepared various
manuals, and strengthened accounting and auditing. Staff size
was reduced through VRS from 5,652 to 2,960 in three phases.
Branches were rationalized, reducing the number from around
200 to 114. IT systems were installed in 58 out of 107 branches,
and 77% of deposit base and 88% of loans were covered by the
IT platform.
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But the restructuring did not bring the much-needed change
to the ownership, governance, and management of RBB and
NBL. The management contract at RBB expired on 15 January
2010. After that, a local management internally from RBB
was appointed. After the management contract at NBL expired
on 21 July 2007, attempts were made to hire another external
management team. After four failed attempts, NRB took over
NBL’s management according to Section 86C of the NRB Act
of 2002— “Action Against the Problematic Commercial Bank
or Financial Institution” The World Bank’s Implementation
Completion and Results Report for FSRP stated, “There has
been only a slight improvement in the corporate governance
of NBL and RBB brought about the management teams in
those two banks. Although staff size was rationalized through
implementation of VRS, due to the delay in resolving the status

of these banks, all the gains achieved so far risk being lost.

ADBL

The government’s initial plan under the FSSS was to
strengthen ADBL into a viable financial institution that can
supply expanded and sustainable agriculture finance. There was
no privatization plan for ADBL.

In 2004, the government adopted the ADBL restructuring
plan. The ADBL restructuring plan aimed to bring about
i.  fundamental reforms in governance, management, and
business processes and services;
ii. divestment of government shares in ADBL; and
iii. eventual privatization of ADBL
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In October 2006, the government entered into an agreement
with ADB for a $64.7 million loan and grant for the RFSDCP
subprogram I to implement the ADBL restructuring plan. In
March 2007, an international consultant was recruited as chief
technical advisor to carry out the ADBL restructuring.

The ADBL restructuring activities included

1. recapitalization,

il.  injection of additional government preference shares,

iii. VRS,

iv. organizational and business process improvements,

v.  core banking system upgrading,

vi. separation of microfinance operations tothe Small Farmers

Development Bank,

vii. partial divestment of government share at ADBL through
initial public offering (IPO), and
viil. capacity building and training.

ADBL carried out three VRSs during 2006-2012, reducing
the number of staff from 3,500 in 2007 to 2,500 in 2012. To
preserve the rural service network, ADBL did not reduce the
number of its 227 branches, but instead developed a regional
profit center concept in which rural branches are grouped under
regional centers, generating profit within a region as a whole.
ADBL installed a core banking system to 60 branches by the end
of 2012 and is expanding the system to the rest of its branches.

In addition to the international chief technical advisor, local
technical advisors for accounting and audit, treasury, marketing,
trade finance, IT, and human resource management were also
recruited for the business and operational restructuring. The
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team of technical advisors prepared manuals and guidelines on
various operational aspects, conducted trainings, and developed
new service lines such as forex and trade finance. ADBL adopted
international standards of accounting, loan classifications, and

provisioning.

Major achievements of Financial Sector reform programme

The financial sector reform programs in Nepal have had a
positive impact on the country's financial institutions, including
the Nepal Rastra Bank (NRB), Rastriya Banijya Bank (RBB),
Nepal Bank Limited (NBL), and Agricultural Development
Bank Limited (ADBL).

e Nepal Rastra Bank (NRB):

o Enhanced Regulatory Framework
NRB has strengthened its regulatory framework,
aligning it with international standards. This has
improved supervision and risk management within the

financial system.

o Improved Financial Stability
NRB's actions have contributed to greater financial
stability in Nepal, mitigating systemic risks and

protecting depositors' interests.

o Modernized Operations
NRB has modernized its operations, adopting
technology and improving efficiency in its regulatory

and supervisory functions.
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e Rastriya Banijya Bank (RBB) and Nepal Bank Limited
(NBL):
o Improved Financial Performance
Both  RBB and NBL have shown significant
improvements in their financial performance, reducing
losses and increasing profitability.

o Enhanced Corporate Governance
Reforms have led to better corporate governance
practices within these institutions, improving
transparency and accountability.

o Expanded Services
RBB and NBL have expanded their range of services,
offering a wider array of products to customers.

e Agricultural Development Bank Limited (ADBL):

o Enhanced Focus on Agriculture
ADBL has strengthened its focus on providing financial
services to the agriculture sector, supporting rural
development and food security.

o Improved Access to Credit
ADBL has expanded access to credit for farmers and
agricultural businesses, contributing to increased
agricultural productivity.

o Modernized Operations
ADBL has modernized its operations, adopting
technology and improving efficiency in its service
delivery.

It's important to note that these are just some of the key
achievements. The specific impacts and challenges vary for
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each institution, and ongoing reforms are crucial to address

remaining issues and ensure the continued development of

Nepal's financial sector.

Strategies to Strengthen the Financial Sector Reform

International development agencies should continuously
engage the government and policy makers in dialogues on
the future course of the financial sector.

The government should maintain sound financial sector
policies and develop a cadre of financial sector experts
within the Ministry of Finance.

There should be continuous support for strengthening the
capacity and independence of the central bank.

Strong oversight and regulatory enforcement are
particularly important for state-owned banks.

NRB should be given sufficient authority to effectively
enforce corrective actions, especially those on state-owned
financial institutions.

International development partners need to monitor
repressive policies of the government.

There should be a forum for external development partners
and the government to continue dialogue and develop
policies to promote a more liberalized financial sector for
accelerated growth.

Conclusion

The financial sector reform programs in Nepal have

yielded significant positive outcomes. The sector has expanded

considerably, with increased access to credit and financial

services for individuals and businesses. This has contributed to

economic growth and poverty reduction, particularly benefiting
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marginalized groups. Reforms have also enhanced financial
stability and modernized the sector through the adoption of
technology.

However, challenges remain, such as the need for further
reforms to address issues like non-performing loans, financial
literacy, and access to finance in remote areas.

% %k ok
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Climate Change: A Growing Threat to
Nepal's Agriculture

Dhurba Karki’

Understanding Climate Change

Climate change is the long-term shifts in temperature,
precipitation, and other atmospheric conditions on Earth.
Climate change refers to the gradual change of climate of
the Earth, which is attributed directly or indirectly to human
activity that alters the composition of the global atmosphere
and which is in addition to natural climate variability observed
over comparable time periods.! It is primarily driven by human
activities, particularly the burning of fossil fuels such as coal,
oil, and natural gas, which release greenhouse gases (GHGs)
like carbon dioxide (CO:), methane (CHa4), and nitrous oxide
(N20) into the atmosphere. These gases trap heat, leading to the
greenhouse effect and global warming. The impact of climate
change are profound and far-reaching, affecting ecosystems,
weather patterns, sea levels, and human societies.

The Earth’s climate is changing, and the global climate is
projected to continue to change over this century and beyond.
With significant reductions in the emissions of greenhouse
gases, global annual average temperature rise could be limited
to 2°C or less. However, without major reductions in these
emissions, the increase in annual average global temperature,
relative to preindustrial times, could reach 5°C or more by the
end of this century. Figure 1 shows global average temperature

anomalies, since the 1880s global average temperature has
warmed approximately 1°C.2

*  Assistant Director, Nepal Rastra Bank

1 The Environment Protection Act, 2019 (2076)-2(d), Nepal.
2 Climate Change Knowledge Portal, https://climateknowledgeportal.worldbank.
org/overview
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Figure 1: Global Average Temperature Anomalies, departure from 1881-1910

The plot shows how much global annual average
temperatures for the years 1880-2022 have been above or below
the 1881-1910 average.

Climate Change in 16 Periodic Plan of Nepal

The 16" Five-Year Plan's focus on climate action reflects
Nepal’s growing national commitment to more effectively
addressing growing climate change implications. The 16™ periodic
plan acknowledges the need for reliable data through more
relatable climate action policies and ground actions to effectively
communicate climate change. It highlights green investments as
an untapped opportunity for driving sustainable development and
addressing climate change. The strategy suggests creating green
funds and opening concession loans to promote such investments.

Addressing Key Challenges: The 16th periodic plan highlights
two main challenges related to climate change:

(i) Reliable Data Availability: Accurate data are necessary for
successfully communicating the effects of climate change.
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(ii) Untapped Green Investment Opportunities: It is determined
that green investments represent a substantial but untapped
resource for sustainable development.

Programmatic Suggestions for Implementation:

Institutional Collaboration: Establish a climate alliance between
government agencies, research institutions, and NGOs to
collect, analyze, and share climate data effectively.

Capacity Building: To secure a long-term data management
system and train local experts in data collection, analysis, and
communication.

Green Fund Establishment. Create and oversee green funds to
support initiatives that support renewable energy sources and
lower greenhouse gas emissions, ensuring that these resources
are managed effectively and with transparent governance.

Incentivizing Investments: Offer financial incentives, such as tax
cuts, grants, and concessional loans, to encourage private
sector investment in green technologies and sustainable
practices.

Carbon Market Engagement: Engage in an international carbon
trading system and set up national frameworks for trading
carbon credits. This approach can generate revenue trading,
which can be channeled to renewable energy investment.

Regulatory Support. Develop a clear and consistent regulatory
framework that facilitates the formation of green funds,
concessional loans, and carbon markets.

Progress Monitoring: Implement a system to monitor ongoing
climate goals and evaluate their success using key performance
indicators (KPIs) to measure success and pinpoint areas for
improvement.
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Conclusion:

The 16th Five-Year Plan focus on climate action highlights
Nepal’s strengthened commitment to address growing challenges.
Inadequate funding and technological expertise continue to be
obstacles. Nonetheless, Nepal’s progressive approach puts it in a
position to take advantage of global alliances and technological
breakthroughs to reach its targets.

Source: https://nipore.org/nepals-16th-five-year-plan-charting-a-course-for-

climate-action/

Relevance of Climate Change in Nepal

Nepal, a landlocked country nestled in the heart of the
Himalayas, is highly susceptible to the impact of climate
change. Despite contributing minimally to global greenhouse
gas emissions, Nepal is one of the most vulnerable country to
climate change due to its diverse topography, socioeconomic
structure, and dependence on climate-sensitive sectors like
agriculture and tourism. Nepal’s susceptibility to climate
change has several adverse implications on people’s socio-
economic activities and their livelihoods. It ranks 139" out of
182 countries in terms of its exposure, sensitivity, and ability
to adapt to the negative impact of climate change.’ Although
Nepal ranks in the bottom 20 percent in terms of greenhouse gas
emissions per capita (164th among 190 countries), and 87" in
total emissions (out of 194 countries), yet the impact of climate
change is severe.* The key climate change hazards affecting
the livelihoods of the country are river flooding, heat exposure,

3 Notre Dame Global Adaptation Initiative. URL: https://gain.nd.edu/our-work/
countryindex/ Accessed August 8, 2022

4 Climate risks, exposure, vulnerability and resilience in Nepal. https://
documentsl.worldbank.org/curated/en/099062323152517268/pdf/
P17454108d3f440c208af704f01d0a8bb68.pdf
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drought, and landslides. The relevance of climate change in
Nepal is profound, influencing various aspects of life and the
environment.

With rising temperatures across South Asia, Nepal is facing
increased climate and disaster risks. The country’s temperature
is projected to increase by about 1 degree Celsius between
(2016-2045).> These warming scenarios impose a greater risk
on Nepal’s economy, especially in the sectors of agriculture, land
use, energy, biodiversity, health, water resources, snow cover,
and aquatic to mountain ecosystems. Climate change is expected
to adversely impact the agriculture sector of the country due to
the associated damage and huge adaptation costs. Agriculture
contributes to about one-fourth (24.1%) of gross domestic
product (GDP) and provides employment to 50.1 percent of
the economically active population in Nepal.® Moreover, low-
income people from rural areas of Nepal are more vulnerable
to climate change because of their high dependence on the
agricultural sector for livelithood and poor coping capacity for
climate induced disasters. Nepal’s diverse geo-climatic system,
which combines heavy monsoons, steep terrain, and remoteness,
renders the country vulnerable to natural disasters. The impact
of disasters is pronounced in marginal populations, who are
already hampered by poverty and disempowerment.

Impact of Climate Change in Nepalese Agriculture

Nepal’s livelihood profile is highly exposed to climate risk,
and the economy is particularly vulnerable to shocks affecting
the agricultural sector. In the rural areas of Nepal, agriculture

5 Nepal Climate Change and Development Report, 2022
6 Economic Survey, 2022/023, Ministry of Finance, Government of Nepal.
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is the main source of income which highly relies on small-
scale, rain-fed agriculture and dry-land farming systems where
productivity is severely impacted by climate change. The nature
of agrarian livelihoods, with a high degree of subsistence,
smallholder farming, reliant on rain fed crop production and
livestock, in the low-lying Terai areas and floodplains in river
valleys, is highly exposed to flooding and associated losses in
incomes and capital (land and assets).

Depending on the weather pattern, even small and short-
period weather extremities badly affect food production and
supply. The scarcity of surface and sub-surface water for
irrigation during non-monsoon seasons combined with flood
damages to the arable lands in summer adversely affects
winter crop production. Livelihoods are also affected by
other anthropogenic factors including deforestation, faulty
agricultural practices, and insufficient strategies to cope with
climate change. Changes in climatic factors like temperature,
solar radiation, and precipitation have potential to influence
crop production. Problems of frequent drought, severe floods,
landslides, and mixed type of effects in agricultural crops
have been experienced in Nepal because of climate change.
A recent report suggests that about 90 percent of crop loss in
Nepal can be attributed to weather or meteorological events,
increased temperature, and climatic hazards such as erratic
rainfall, droughts, and floods triggered by them.” Climate
change induces about 10 to 30 percent losses in the production
of crops, livestock, and fisheries combined. The decline in yield
and production results in poor availability and access to food,
which leads to food insecurity and poverty. In Nepal, most

7  https://www.ohchr.org/sites/default/files/documents/issues/climatechange/
food/submissions/states/submission-clim
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farming households have very limited coping strategies in the
face of a climate shock. Therefore, adapting to climate change
and strengthening household and community resilience is an
important priority, while maintaining a low emission footprint.

The impacts of climate change on Nepalese agriculture
are multifaceted, affecting crop yields, farming practices, and
the overall resilience of agricultural systems. Understanding
these impacts is crucial for developing effective adaptation
and mitigation strategies to safeguard food security and the
livelihoods of Nepalese farmers. The key impacts are enlisted
below: -

a) Erratic Rainfall Patterns:
» Inconsistent monsoon rains lead to unpredictable
water availability.
* Prolonged dry spells and unexpected heavy rains
disrupt planting and harvesting schedules.

b) Increased Frequency of Extreme Weather Events:
* More frequent droughts cause water shortages,
reducing crop yields.
* Flooding damages crops, erodes soil, and destroys
agricultural infrastructure.

¢) Temperature Changes:
* Rising temperatures affect crop growth -cycles,
reducing productivity.
*  Higher altitudes experience shifts in suitable growing
areas, impacting traditional crops.

d) Glacial Melt and Water Supply:
* Accelerated glacial melt alters river flows, affecting
irrigation.
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»  Formation of glacial lakes increases the risk of Glacial
Lake Outburst Floods (GLOFs), threatening farmland.

e) Soil Degradation and Erosion:
* Heavy rainfall leads to soil erosion, reducing soil
fertility.
+ Landslides triggered by intense rains further degrade
agricultural land.

f) Changes in Crop Viability:
*  Traditional crops may no longer be viable in certain
regions due to climate shifts.
+ Farmers may need to switch to climate-resilient crop
varieties, which could affect cultural practices and
food preferences.

g) Food Security:
* Reduced agricultural productivity threatens food
security for millions of Nepalese.
* Economic impacts from lower crop yields affect
household incomes and livelihoods.

Initiatives Taken by GON and Other Stakeholders in Ad-
dressing the Adverse Impacts of Climate Change:

Various legal, programmatic, and institutional measures
have been initiated to reduce the risks of and vulnerabilities
to climate change that hinder the realization of the right to
food and food security. The National Climate Change Policy
2019, Environment Protection Act, 2019, Nepal’s Long-Term
Strategy for Net-Zero Emission, Nepal’s Second Nationally
Determined Contribution, and National Adaptation Plan for
Nepal (2021 -2050) are some of the major policy initiatives
undertaken by the Government of Nepal (GON). Similarly, the
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development partners (DPs) and international and domestic
nongovernmental organizations have also been playing crucial
roles in raising public awareness, strengthening early warning
systems, mitigation, and adaptation, and building climate
resilient communities. Some of the initiatives are:

(i) National Climate Change Policy, 2019: Nepal formulated
the National Climate Change Policy in 2019 to address
climate change impacts and help develop people’s coping
capacities. It has the policy to improve food security,
nutrition, and livelihoods by adopting a climate-friendly
agriculture system. It identifies eight thematic and four
cross-cutting areas, which are impacted by climate change
and agriculture and food security is one of the important
sectors.

(ii) Environment Protection Act, 2019: The Federal
Parliament has issued “Environment Protection Act, 2019
to protect the fundamental right of each citizen to live in
a clean and healthy environment, provide the victim with
compensation by the polluter for any damage resulting
from environmental pollution or degradation, maintain a
proper balance between environment and development,
mitigate adverse environmental impacts on environment
and biodiversity, and face the challenges posed by climate
change.

(iii)Nepal’s National Adaptation Plan: Nepal launched its
first National Adaptation Plan, a comprehensive strategy
aimed at bolstering the nation’s resilience against climate
change, in November 2023. The National Adaptation Plan
outlines 64 specific adaptation interventions across eight
key economic sectors. The three most urgent priority sectors
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were identified as: agriculture and food security; forests,

biodiversity, and watershed conservation; & disaster risk

reduction and management.

(iv)National Adaptation Program of Action (NAPA): In
2010, the GON approved the National Adaptation Program
of Action, which identified the following national adaptation

priority areas:

Promoting community-based adaptation through
integrated management of agriculture, water, forest and
biodiversity sector.

Building and enhancing adaptive capacity of vulnerable
communities through improved system and access to
services related to agriculture development.
Community-based disaster management for facilitating
climate adaptation.

Glacial lake outburst floods monitoring and disaster risk
reduction, and forest and ecosystem management for
supporting climate-led adaptation innovations.
Adapting to climate challenges in public health and
ecosystem management for climate adaptation.
Empowering  vulnerable = communities  through
sustainable management of water resource and clean
energy support, and promoting climate smart urban
settlement.

(v) Local Adaptation Plans for Action: The Local Adaptation
Plan for Action was developed in 2011, which has facilitated

development of adaptation plans by local governments
across the country.

(vi)Research and Development: NARC has recommended
several technologies to mitigate and adapt to the impact of
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climate change, such as resource conservation technologies
(e.g., zero tillage, bed planting, minimum tillage, surface
seeding, crop residue management, etc.), rainwater
harvesting, soil moisture conservation (e.g., mulching),
slope stabilization and management, management of high/
low temperature stress, crop diversification, community-
based seed production, and cultivation of stress tolerant
crop varieties.

(vii) Renewable Energy Promotion:

* Encourages the development of renewable energy
sources like solar, hydro, and wind power to reduce
greenhouse gas emissions.

» Implements programs to provide clean energy access
to rural communities.

» Supports the development of mini and micro-
hydropower projects.

Other Stakeholder Initiatives:

(i) Community-Based Adaptation Projects
* NGOs like CARE Nepal, WWF Nepal, and ICIMOD
implement projects to enhance community resilience.
* Focus on water management, sustainable agriculture,
and disaster risk reduction.
» Provide training and resources to build local capacity
for climate adaptation.

(ii) The United Nations Framework Convention on
Climate Change (UNFCCC) Support
» Provides technical and financial support for
implementing  National = Adaptation  Program
of Action(NAPA) and Nationally Determined
Contribution (NDCs).
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» Facilitates access to international climate finance
mechanisms such as the Green Climate Fund (GCF).

(iii) World Bank and Asian Development Bank (ADB)
Programs
» Fund infrastructure projects that incorporate climate
resilience, such as flood management systems and
climate-resilient roads.
» Support initiatives to improve water resource
management and agricultural productivity.

(iv) International Center for Integrated Mountain

Development (ICIMOD)

» Conducts research on climate change impacts in the
Hindu Kush Himalayan region.

» Promotes regional cooperation and knowledge
sharing on climate adaptation and mitigation.

« Implements pilot projects on glacial lake management,
ecosystem conservation, and sustainable livelihoods.

(v) Climate Change Adaptation and Disaster Risk

Reduction Initiatives

* Organizations like the Red Cross and Practical Action
work on disaster preparedness and response.

* Implement early warning systems for floods and
landslides.

e Provide training for communities to develop
emergency plans and resilient infrastructure.

(vi) Agricultural Development Programs
» Programs like the International Fund for Agricultural
Development (IFAD) support climate-resilient
farming practices.
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* Promote the use of improved seed varieties, soil
conservation techniques, and integrated pest
management.

* Enhance market access for farmers to improve
livelihoods.

Major Gaps in Climate Change Policies, Programs, and
Practices

Nepal has formulated policies and programs for climate
change mitigation and adaptation but there are challenges in
implementing them. There is a gap between demand and supply
of the climate change focused programs in terms of resource,
technology, capacity, quality, and time. Challenges include the
lack of uniformity in understanding the multi-sectoral issues
of climate change among the inter-sectoral agencies, poor
coordination among the stakeholders, insufficient investment
for research and development, lack of basic data on impacts
of climate change and potential loss or damage resulting from
climate-induced disasters, and failure to mainstream climate
change issues into the overall development process. Similarly,
Nepal has poor access to global climate finance mechanisms
such as Green Climate Fund and Climate Compensation Fund.

The climate change mitigation and adaptation programs are
not prioritized by subnational governments in terms of resources
and focus. There are issues of ownership and sustainability of
climate change programs implemented by Developing Partner’s
in the field. Early warning systems are not strong enough to
provide reliable, timely weather-related information to farmers
so that they could be better prepared earlier for potential
climate hazards. Farmers have poor access to climate resilient
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agricultural technologies due to insufficient extension workers,
lack of resources, and poor extension services. There are threats
of extinction of indigenous underutilized crops, land races, and
genetic resources, which may be the potential future smart corps
to be adopted easily in a changed climate.

Potential Measures for Improvement

Response to climate change in Nepal has been growing in
recent years with an effort to cope with the changing situation
and build resilience capacity into adaptation to climate change.
In this context, national priorities should be focused to achieve
more efficient, effective, and equitable food systems that address
challenges in environmental, social, and economic dimensions
across productive landscapes. Farmers are trying to reduce
the impacts of climate change and variability by changing
cropping patterns, switching crop varieties, riverbed farming,
and improving technology and water management practices.
However, these practices are autonomous and are unlikely
to build long-term adaptation and resilient food production
systems. Therefore, there is a need for short-term and long-term
strategies for planned adaptation practices.

(a) Short-term Strategies: Understanding and addressing the
climate change impacts and its integration into the planning
and budgeting system at all levels of the government in
the agriculture sector is a crucial task to be implemented
with high priority in Nepal. In the short term, adaptation is
needed, so the focus should be on the following strategies:

i. Raising Public Awareness: Awareness raising increases
the knowledge of individuals, business and industry managers,

2059 AEA - 9 Q03



ii.

iii.

organizations, and decision makers. It aims to ensure that
all relevant stakeholders understand the impacts of climate
change and take action to respond to certain impacts.

Capacity Building of Extension Workers: Climate-
resilient capacity building for extension workers and
farmers is essential for sustainable agriculture development
and food security. It enables individuals, organizations,
and societies to mitigate and adapt to climate change.
Therefore, GON and DPs should introduce innovative
capacity building mechanisms such as training, technology
demonstrations, field visits, and workshops for extension
workers and farmers, which encourage strengthening
capacity of researchers, extension personnel, and farmers
in dealing with climate change issues in agriculture.

Adoption of Climate-Smart Agriculture (CSA):
Adoption of the CSA concept would be the best strategy
to improve the integration of agriculture development and
climate responsiveness. It helps to achieve food security
and broader development goals under a changing climate
and increasing food demand. CSA initiatives sustainably
increase productivity, enhance resilience, and reduce/
remove greenhouse gases, and require planning to address
tradeoffs and synergies between these three pillars:
productivity, adaptation, and mitigation. Mainstreaming
CSA requires critical stocktaking of ongoing and promising
practices for the future, and of institutional and financial
enablers for CSA adoption.

For example:

Cultivating Climate-Resilient Crop Varieties
Conservation Agriculture and Agroforestry
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iv.

(b)

Water Management and Soil Moisture Conservation
Integrated Pest Management

Promotion of Future Smart Crops: Conservation,
development, improvement, and promotion of neglected
and underutilized species should be initiated in policy,
program, and resources as future smart crops. They have
important roles in sustaining farming systems, human
nutrition, food security, and socioeconomic importance.®
They can flourish in areas where rainfall is low and erratic,
offer greater and more stable yields, and have a higher
tolerance to stress factors such as diseases, pests, drought,
and extreme temperatures.

Strengthen Early Warning System: An early warning
system is an adaptive measure for climate change, using
integrated communication systems to help communities
prepare for hazardous climate related events. It enables
early action before disasters and mitigation of their impact.

Long-term Strategies: Stable, long-term livelihood
strategies resilient to climate change are useful to address
food security and agricultural livelihood related challenges
that people of Nepal have been facing. Cutting carbon is
the only long-term solution for avoiding climate impacts.
Ways to mitigate climate change that are compatible with
long-term sustainable development goals must be initiated.
These include transforming and integrating food, water,
and energy systems, promoting sustainable agricultural
practices, protecting, and developing carbon sinks, and
promoting carbon dioxide capture, use, and storage. Some
of the potential intervention in long-term strategies will be:

8

Joshi et al., 2019. Future smart food crops in Nepal: A necessity for future food
and nutritional security. https://www.researchgate.net/publication/341902896
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ii.

iii.

iv.

Increase Investment in Research and Development:
Well-funded agricultural research and development
systems play an important role in transforming agri-food
systems and helping countries to achieve the Sustainable
Development Goals. It will help to develop low-cost,
sustainable, and climate-resilient agricultural technologies
suitable to Nepalese farming systems.

Develop Pest Forecasting System: Pest forecasting
refers to the accurate monitoring of pests and predicting
pest outbreaks through analyzing relevant data based on
biology, mathematics, and statistics. It is important for
farmers to achieve good pest control. Accurate and timely
pest forecasting can help farmers take timely measures
to effectively control agricultural pests and reduce the
detrimental effects of pesticide abuse on the environment
and the human body.

Promote Protected and Precision Farming: Precision
agriculture aims at increasing productivity, decreasing
production costs, and minimizing the environmental
impact on farming. Horticultural crops production under
protected conditions can increase productivity three- to
five-folds over open field conditions.” Examples include
farming in high-tech greenhouses and farming in simple
plastic tunnels.

Provide Quality Extension Services: Extension services
can strengthen the resilience of farmers by improving
access to knowledge and inputs. Provision of quality
extension services has been demonstrated to improve
agricultural productivity and farm income. Institutional
capacity building of agricultural extension agencies is very
important for dissemination, adoption, and diffusion of
agricultural technologies into the farming system.

9

Precision and Protected Horticulture in Nepal. https://www.researchgate.net/
publication/330797680_Precision_and_Protected_Horticulture_in_Nepal
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vi.

vii.

viii.

Ensure Seed Security: Seed is the foundation of the entire
food system and the core of agro-ecology in the world.
About 90 percent of the food we eat begins with seeds -
which speaks to the heavy dependence of humans on plants
for food.!® Therefore, seed security by extension is food
security. Development and maintenance of superior inbred
lines and pure lines by National Agricultural Research
Council (NARC) are also a critical success factor for seed
chain maintenance in the country.

Build Strategic Infrastructure: Storage infrastructure,
including grain silos, warehouses, and cold storage, is
essential to the agricultural sector. It reduces post-harvest
losses, enables year-round availability of seasonal goods,
safeguards the cash flow of agricultural businesses, and
contributes to food security. Warehouses help in price
stabilization of agricultural commodities by checking the
tendency to making post-harvest sales among the farmers.
Warehouses also offer the facility of market information to
persons who hold their produce in them.

Promote Private Sector Engagement: The private sector
plays a critical role in bolstering national food security,
increasing economic growth, and creating transformative
change in the country’s agricultural sector so it can be more
commercial, competitive, and inclusive.

Link Farms with Industry: Initiate contract farming
to link agriculture with industry. Contract farming can
contribute to both increased incomes for farmers and higher
profitability for industry. When efficiently organized and
managed, contract farming reduces risk and uncertainty for
both parties as compared to buying and selling crops on the
open market.!!

10 Seed Security, a Means to Food Security. https://www.linkedin.com/pulse/
seed-security-means-food-adebusola-deborah-oyenuga-mfre

11 Advantages and problems of contract farming. https://www.fao.org/3/
Y0937E/y0937¢03.htm
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ix. Alignment to Advance Climate-Resilient Development:
Alignment of country-level policy processes under the 2030
Agenda for Sustainable Development, the Paris Agreement,
and the Sendai Framework for Disaster Risk Reduction can
help to advance climate-resilient development. Alignment
can increase coherence, efficiency, and effectiveness in
country policy processes for improved outcomes.

% %k ok
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Total Quality Management and its
Implementation in the Banking and
Public Sector

Anil Kumar Jha"

Introduction

Quality can mean different things to different people. It
refers to the overall characteristics and features of a product or
service, which include its shape, size, appearance, durability,
performance, reliability, after-sales services, and more. Quality
is closely related to the expectations of customers for a product.
It primarily focuses on fulfilling the needs and preferences of
customers. A customer-driven quality product or service ensures
that customer requirements are met beyond their expectations.
Hence, quality can be defined as: Quality as Excellence, Quality
as Value, and Quality as conformance to specifications and,
Quality as meeting and/or exceeding customer’s Expectations.

Total Quality Management (TQM) is a management
philosophy that aims for continuous improvement in quality
across all organizational activities. It focuses on enhancing
production, marketing, after-sales services, and employee
performance to boost customer satisfaction. Originally
developed for manufacturing, TQM has gained importance in
the service sector, including banking and public institutions
(Jha, 2023).

Literature Review

Total Quality Management (TQM) is an essential approach
for improving organizational strategies and performance,
contributing to profitability through high-quality products and

*  Assistant Director, Nepal Rastra Bank
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services (Alharth etal., 2017). Its roots date back to before World
War Il when U.S. organizations began using statistical methods
to improve product quality (IYIDA, 2012). In the 1930s, Dr.
W. Edwards Deming and Walter A. Shewhart developed
management processes for effective industrial intervention.

In the 1940s, Joseph Juran and Armand Feigenbaum
further advanced TQM in Japan, with Feigenbaum coining
the term "Total Quality" at a 1969 conference in Tokyo. The
success of Japanese quality management in the 1980s and
1990s led Western companies to adopt TQM (Robert R, 1993).
The Malcolm Baldrige Award was introduced in the late 1980s
in the U.S., and the EFQM Excellence Model was launched in
Europe in 1992.

Today, TQM is often called Business Excellence, reflecting
modern practices. TQM has gained traction in recent years as
organizations focus on enhancing customer service and adapting
to demands, ultimately aiming for business excellence and a
competitive edge.

Total Quality Management (TQM) distinguishes itself
from quality control and quality assurance by emphasizing
the enhancement of all facets of service and product
quality throughout the organization. As noted by Magd and
Karyamsetty (2020) and Yusof and Aspinwall (2000), with
further endorsement from Gharakhani et al. (2013).

ner's Requinement
& Expectations

tor

Cus

Figure 1: TQM Process
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Features of Total Quality Management (TQM)

1))
2)
3)
4)
5)

It is customers Centered approach

It is continuous Process

It is team driven

It includes every aspect

Commitment of top management is necessary

Technique of Total Quality management (TQM)

1))
2)

3)
4)

5)

6)
7)

8)

9)

Benchmarking- compare with performance of other
organizations.

ISO Certification- Achieve quality certificate by
international organization for standard.

Quality Assurance-

Quality Circle- A team of specialist employees made for
quality improvement.

Six Sigma- Defect prevention rather than detection was
used by Motorola in 1980.

Kaizen Management- Japanese system to eliminate wastage.
Pareto Analysis- Construction of a Bar Chart to reduce
quality problems.

Fish-Bone Diagram- Cause and effect diagram to solve
problems and improve quality.

Control Chart- Used to analyze variation from standard.

Managerial Roles in Implementing Total Quality
Management (TQM)

Understanding of top management regarding TQM.

The commitment of top management is necessary.
Making Quality as Organizational Culture.

Operational managers need to make sure things are in order.
Continuous measurement of performance and comparison
with predetermined standards.

Lead subordinates to improve quality every time.
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Implementing TQM in the Organization

There is no single solution for planning and implementing
TQM in the organization. Each organization is unique in terms
of culture, managerial practices, and processes used to create
and deliver products and services to customers. Hence, the TQM
strategy varies from one organization to another organization.
However, there are some primary elements that should be
present in implementing the TQM strategy.

1) Top management commitment.

2) Assess the current culture, level of customer satisfaction,
and quality management.

3) Identify and communicate core values and principles.

4) Develop a TQM Master Plan.

5) Identify the customer's demand and expectations.

6) Map the process through which an organization meets its
customer’s needs.

7) Formulate terms for process improvement.

8) Daily process management and standardization.

9) Evaluate the process and plan, and revise if necessary.

10) Constant employee awareness and feedback.

11) Reward process establishment.

Why TQM Fail?

1) Weak commitment of top management.

2) Taking TQM as a short-term strategy.

3) Taking guarantee of success after implementation.
4) Lack of employee commitment.

5) Poor communication system.

6) Absence of proper review technique.
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Objectives of Study
The study's main objective is to examine the role of Total

Quality Management (TQM) in the service sector including

the banking sector and public sector. Some specific objectives

include:

1) To understand the concept, features, technique, and role of
management in implementing TQM.

2) To identify the challenges of implementing TQM in the
Banking and public sector.

3) To understand the role of TQM in managing employee
work and individual lives.

4) To suggest how to implement TQM in the Nepalese
Banking Sector.

Research Question
Does TQM influence the effectiveness and efficiency of
service delivery in banking industries and public institutions?

Methodology

The current study is based on an exploratory research
design. Past studies and theories have been used to understand
and analyze the issue, and a conclusion has been drawn based
on descriptive data analysis and analysis of previous studies
carried out by various authors.

Analysis of Study

TQM in Service Sectors

In the service industry, Total Quality Management
(TQM) places a strong emphasis on customer satisfaction,
process improvement, cost reduction, and increased efficiency
to enhance the quality-of-service delivery. TQM is a powerful
management tool that integrates both internal and external
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customers and helps organizations provide high-quality services
with limited resources.

Steps for Implementing TQM in a Service Industry

The following steps are outlined in Juneja, Ahmad,
and Kumar (2011) and Mohanty and Behera (1996) for the

implementation of TQM in a service sector:

To create a strategy for service quality, establish a clear
goal, and maintain flexibility and discipline. Top management
must initiate and promote a quality improvement program, with
the CEO playing a vital role in demonstrating strong and visible
commitment. Their involvement can be communicated through
encouragement, guidance, and direct intervention.

Analyze the service process and define the quality
measures: The mechanism by which service functions work
must be well established and its quality dimensions should be
defined for successful enforcement and review. In a service
system, the quality dimensions are defined as cost dimension,
time dimension, psychological dimension, and error dimension.
Organizations mustreview their current policies, documentation,
and monitoring processes and develop new effective measures
that require input from customer feedback while determining
quality measures;

Build process control system: The establishment of process
controls is important for constant management of the service
process. To this end, reviewing the current process is important
to define core performance areas, gather data, and establish a
trial management system. The emphasis must be on recognizing
what needs to be assessed and tracked to provide consumer

satisfaction;
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Investigate the process to find improvement opportunities:
This phase aims to determine internal process issues that affect
customer service and cost and examine the process improvement
opportunities;

To improve process quality, the participation phase focuses
on enhancing and sustaining high performance through regular
staff discussions on quality improvement and management
success. In the service sector, maintaining service quality is
essential, achievable only through the application of Total
Quality Management (TQM) principles (Fatemi, Wei, and
Moayeryfard, 2016; Zakuan et al., 2012; Juneja, Ahmad, and
Kumar, 2011).

TQM in the Banking Sector

Many people see banks as part of the finance industry,
prioritizing financial performance over service quality.
Resources focus on managing assets and cash, often controlling
customers instead of meeting their needs. In large banks, while
asset protection may have multiple vice presidents, customer
service typically ranks low and is managed by lower-level
staff. As a result, existing systems do not effectively promote
customer loyalty. Total Quality Management (TQM) in banks
includes several key dimensions:

a) Reliability: Ensuring that operations are completed
efficiently and effectively to foster customer trust.

b) Response Level: Respond promptly to customer demands
while minimizing delays.

c) Employee Qualifications: Guaranteeing that staff possess
the skills necessary to deliver exceptional service.

d) Accessibility: Providing customers with easy access to
service providers and facilitating communication.
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2

h)

Communication:  Promoting effective  information
exchange between service providers and customers.
Priority: Being attentive to the interests and needs of
customers during service delivery.

Safety: Preparing for potential risks and establishing plans
to address any issues that may arise.

Caring: Striving to ensure client comfort and satisfaction
at all times.

Physical Aspects: Maintaining a high standard of
appearance for both equipment and personnel to reflect
quality.

Requirement for TQM Implementation in Banking Sectors:

Role

Leadership and top management commitment
Customer focus and satisfaction

Human resource training and empowerment
Employee involvement and recognition
Information analysis and management
Process management

Quality system

Teamwork

Benchmarking

Continuous improvement and innovation
effective communication

Strategic quality planning

TQM in Banking Sectors
The banking sector is essential to the global economy,

catering to the varied needs of individuals, businesses, and
industries (Chang et al. 2021; Daga et al. 2021). To effectively
address the changing demands of its customers, the banking
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sector must consistently improve its operations and enhance
customer satisfaction (Vlasi¢ et al. 2022). The role of TQM in
banking sector can be presented as:

i

ii.

iii.

iv.

Leadership: Leadership is vital in Total Quality
Management, serving as the foundation for improvement
strategies. Effective leaders unify purpose and guide
employees towards shared goals, creating an environment
where they feel involved and valued. This enhances
employee efficiency and motivates them to achieve
organizational objectives related to customer satisfaction
and financial performance.

Teamwork: Research has shown a positive relationship
between Total Quality Management (TQM) and teamwork,
highlighting its impact on job performance, organizational
characteristics, and quality of working life (Peter H. et al.,
2000). Teamwork provides diverse solutions to challenges
by utilizing a range of knowledge and skills, enhancing
team members' decision-making abilities and opportunities
within the organization.

Communication: Effective communication is essential
during organizational change and daily operations as it
helps maintain morale and motivate employees. It serves as
a key link in Total Quality Management (TQM), fostering
shared understanding among all parties—employees,
suppliers, and customers. Top management must share
essential TQM information with employees.

Training and Education: Central to Total Quality
Management (TQM) is intrinsic motivation, which
encourages employee involvement in decision-making and
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vi.

fosters responsibility, requiring enhanced skills through
effective training (Syed, 2008). The necessary training
varies based on organizational needs, typically focusing
on problem-solving, communication skills, quality
awareness, statistical process control, safety, and technical
competencies (Syed, 2008).

Employee Engagement: Employee engagement is the
emotional commitment and involvement of employees
towards their organization. As defined by Gemma R.S. et
al. (2009), engagement is demonstrated through dedication,
advocacy, and the willingness to utilize talents in support
of the organization's goals. This commitment can lead to
increased profits, improved retention, higher productivity,
enhanced efficiency, customer satisfaction, and better
service quality. Research by Rogel (2018) shows that
engaged employees help reduce training times, minimize
defects, and decrease workplace incidents. Engagement
levels can vary based on factors like personality,
age, education, training, organizational environment,
management involvement, and communication.

Rewards and Recognition: Jamie King (2018) defined
rewards and recognition as acknowledging exceptional
performance and promoting specific values in employees.
Recognition is a timely appreciation of an individual
or team's efforts, while rewards serve as tangible forms
of appreciation (Jones, 2019). Research shows that
effective rewards and recognition enhance organizational
values, improve team performance, and boost customer
satisfaction. For instance, 90% of employees report that

recognition positively impacts their engagement (Jones,
2019), and a Glassdoor (2018) study found that 80% are
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vii.

viii.

ix.

motivated to work harder for an appreciative manager.

Top Management Focus: Research emphasizes the vital
role of strong top management commitment in Total Quality
Management (TQM) (Olusanjo, 2019). Studies show that
this commitment enhances employee and organizational
performance, leading to higher-quality outcomes and
increased profits (Saraph et al., 1989; Anderson et al.,
1994). Top management's focus includes providing a
clear vision and goals, creating improvement plans, and
evaluating processes to boost service delivery.

Continual Improvement: Maggie Millard (2018) defines
continual improvement as a model where companies
pursue incremental enhancements in their services,
products, and processes. This consulting practice involves
re-evaluating organizational operations to implement
ongoing improvements. Such methodology is crucial for
scaling processes, achieving efficiency, and increasing
profits (Rever, 2020). Ultimately, continual improvement
is vital for business success and financial performance,
prompting organizations to create plans that focus on cost
reduction and resource optimization.

Customer Focus: Customer focus is an organization's
ability to effectively respond to current issues and enhance
future customer experiences through proactive engagement.
A strong customer focus leads to higher retention rates and
increased profits. Research shows that 61% of customers
will boycott a company after a negative experience.
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TQM in Public Organizations:

Implementing TQM in public organizations is challenging
due to various barriers. The orthodox TQM is not suitable for
the government environment, as service provision is more
challenging than manufacturing products.

The question is, how relevant is TQM (Total Quality
Management) to public institutions? There are significant
difficulties associated with adopting TQM's principles or
implementing its practices in public organizations. This is
because the stakeholders, political system, institutional settings,
culture, and other factors create an environment for the public
organization. Therefore, these system contexts must be taken
into account when transforming public organizations into TQM
(Madsen, 1995).

Problems/Barriers to implementing TQM in Public
Organizations:

*  Defining customers,

* Inappropriate emphasis on inputs and processes,

*  Governmental culture,

e Lack of customer focus,

*  Too many procedures,

*  People working in divisional "silos,"

*  Too many targets,

*  Lack of awareness of strategic direction,

*  The belief that staff is overworked and underpaid,

*  Domination by stakeholders.

*  Uncertainty in goals,

*  Thethreatofdisruption duetoaturbulentpolitical environment,

e The multiplicity of accountability mechanisms, and

*  Government action's ambiguous meanings confound TQM
implementation.
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Total Quality Management (TQM) can be advantageous
in the public sector when adapted to specific conditions of public
service delivery. However, the varying degrees of publicness
among institutions complicate the application of a universal
"reformed TQM" approach. To understand the relationship
between TQM and public organizations, it helps to compare
TQM with two paradigms of public administration, highlighting
effective implementation mechanisms in public institutions.

1) TQM and New Public Management (NPM)

In the 1980s, New Public Management (NPM) emerged in
the public sector, bringing Total Quality Management (TQM) to
the forefront. NPM, based on rational and public choice theories,
aims to enhance efficiency and government performance. While
TQM and NPM overlap significantly, with some arguing TQM
is more effective for public organizations than traditional
bureaucracy, TQM has also shown to outperform Taylorism in
private organizations.

NPM focuses on three primary goals: economy, efficiency,
and effectiveness, evolving to include the 5 E's: economy,
efficiency, effectiveness, excellence, and enterprise. TQM
emphasizes processes and requires a strong organizational
culture, collaboration, and managerial commitment, while
NPM encourages competition among units to lower costs and
improve performance, with less emphasis on top leadership.

Reformed TQM integrates some NPM principles into
public organizations. Mathiasen (1999) notes that "TQM
provides a systematic rationale for the NPM idea of government
that both works better and costs less." Soft versions of TQM,
which focus on performance and human resource management,
align more closely with NPM than hard versions, which stress

processes.
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Different TQM versions may suit varying contexts.
Despite their similarities, notable differences highlight TQM’s
bureaucratic aspects, such as a focus on procedures and training.

2) TQM and Bureaucracy

Traditional public administration, rooted in the theory of
bureaucracy, is often contrasted with New Public Management
(NPM). The combination of Total Quality Management (TQM)
and bureaucracy is viewed by many as contradictory, as
traditionalists argue that TQM undermines core principles like
law, equity, and public interest in the public sector.

Despite criticisms, TQM and traditional public
administration share common goals. Critics claim TQM
can create mechanistic solutions and new forms of control,
mirroring bureaucratic principles. Both approaches strive for a
standardized and stable system for organizational development,
as noted by Max Weber.

TQM functions as a quality management system that
emphasizes quality control through inspection and the use of
statistical tools. It requires trained staff to ensure compliance
with established standards, along with clear job roles and
responsibilities.

Both bureaucratic organizations and TQM aim to ensure
adherence to standards of quality, speed, and precision. They rely
on defined authority, regulations, and documented procedures
to maintain consistency in operations.

The challenge of implementing TQM in public
institutions lies in balancing client-focused services with
public accountability. Success depends on how well leaders
communicate the organization’s mission to guide actions within
a diverse environment.
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Challenges of Adopting TQM in Public Organizations:

1) Lack of consistency.

2) Short-term thinking.

3) Personal review systems or evaluations of performance,
merit ratings, and management by objectives.

4) Mobility of management: job hopping.

5) Use of visible figures only for management.

6) Excessive costs.

Conclusion:

TQM, or Total Quality Management, is a management
philosophy that originated in the private sector to achieve
long-term success and better profits. It became popular in
the public sector when the federal government implemented
TQM successfully as a result of presidential desire. However,
implementing TQM in banking and public sector organizations
is not an easy process. To do so successfully, the tools and
practices required tailoring to meet the goals of the banking
sector and public sector such as improving services, reducing
costs, and becoming more efficient.

Total Quality Management (TQM) in the Nepalese
banking sector has the potential to significantly improve
current conditions, making the system more beneficial for the
public while enhancing profitability. Although the Nepalese
banking system has received praise from experts—especially
during times of recession—there is still considerable room for
development, particularly in customer relations.

To implement TQM effectively in banking, several
strategies can be considered:

1. Training employees to improve their skills and knowledge.
2. Fine-tuning the product mix to better meet customer needs.
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3. Strengthening top management's commitment to quality.

4. Streamlining processes to ensure quality is maintained
from the top down and bottom up.

5. Considering the reduction of the retirement age to retain
younger talent.

6. Introducing employee development programs that resemble
academic courses.

7. Monitoring performance and providing appropriate
rewards based on achievements.

8. Empowering employees both professionally and personally.

9.  Ensuring customer satisfaction is a priority in all operations.

These strategies create a strong Total Quality Management
(TQM) approach in the banking and public sectors. Successful
TQM adoption requires committed leadership and involvement.
It may also necessitate changes in leadership styles to empower
employees in continuous process improvement. TQM often
boosts the efficiency and responsiveness of public sector
organizations to customer needs. With diminishing public
revenues due to political and economic factors, administrators
must maximize resources, and TQM is a proven tool to achieve
this.
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Money Changing Business: A Policy
Review of SAARC Nations and
Implications for Nepal

Suprima Poudel”

Introduction

Money changers play a crucial role in international tourism
by facilitating the exchange of local currency. These entities,
which can be organizations, firms, or individuals, help both
foreign visitors and nationals exchanging foreign currency into
the local currency of a country. Whether it is Nepalese citizens
traveling abroad or tourists visiting Nepal, money changers
serve as the essential point of contact for currency exchange.
This exchange process not only supports seamless financial
transactions but also fosters economic activity by enabling
tourists to access goods and services in the local economy.

Money changing activities are also performed by Banks.
However, due to limited working hours, customer crowd for
other banking products and public holidays, money changers
have become easier source of money exchange to tourists, be
it at mid-night or during a holiday. Also, due to huge presence
of money changers in touristic places, it has become even more
accessible. This business thrives alongside an increase in tourist
arrivals and contributes significantly to the accumulation of
foreign currency. As a result, money changers are often subject
to the regulatory oversight of central banks. These regulations
ensure transparency, prevent illegal activities such as money

*  Assistant Director, Nepal Rastra Bank
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laundering, and maintain the stability of the financial system.
However, the operational models, regulatory frameworks, and
licensing requirements for money changers vary from country
to country. Even within the SAARC region, there are notable
differences in how money changers are regulated. These
variations reflect the diverse economic landscapes, levels of
tourism development, and regulatory priorities of each member
country. For example: some countries have flexibility in setting
exchange rate while some nations expect these companies to
comply strictly with the provided rate. Money changers are
indispensable to international tourism and economic stability,
particularly in tourism-dependent economies like Nepal.

The relevance of comparing money changer policies
among SAARC nations lies in their regional similarities, shared
economic and political contexts as developing nations, and
comparable social structures. Additionally, money laundering
concerns hold a similar level of significance across these

countries, making regulatory comparisons valuable.

A recent example is the foreign exchange crisis in the
Maldives, where prompt government intervention in regulating
money changers underscores the importance of these entities
in financial stability. This highlights the necessity of studying
money changer policies across SAARC nations to understand the
nature of regulation and how their forex landscape is evolving.
As a member of SAARC, Nepal can leverage this comparative
analysis to refine its own policies, ensuring smoother regulation
of money changers, which in turn contributes to the overall
economic framework.
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Regulation of money changers in SAARC Nations
1. Afghanistan

The Money Changing Business in Afghanistan is guided
by Activities of Foreign Exchange Dealers and Money Service
Providers Regulation. The licensing of Foreign Exchange
Dealer (FXD) is done by the licensing section of Non-Banking
Financial Institutions Supervision Directorate General of DAB.
In Afghanistan, the capital requirements for Money Service
Providers (MSPs) and Foreign Exchange Dealers (FEDs) vary
based on the type of entity and shareholding structure. For local
companies, the minimum capital requirement is AFN 5,000,000
(or its equivalent in other currencies), with an ongoing capital
requirement of at least AFN 1,000,000. Companies with
foreign national owners or shareholders are subject to higher
capital requirements, with a minimum of AFN 10,000,000 and
an ongoing capital requirement of at least AFN 5,000,000. For
individual foreign exchange dealers, the required guarantee
amounts differ by location: AFN 200,000 in Kabul, AFN
150,000 in Nangarhar, Kandahar, Paktia, Herat, Balkh, and
Kunduz, and AFN 100,000 in other provinces.

The license period for this business is usually 3 years
and these businesses should apply for renewal 3 weeks before
date of expiry. FXDs are not allowed to add the words such
as bank, Investment Company, Trade Company or other words
show the activities other than the money services or exchange
to its business name. Compliance officer should be appointed
by these businesses. FXDs should not accept deposit from
customers, provide loans or transfer money to and from various
geographic locations.
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Inregards to AML/CFT, the entities are required to strictly
comply with AML/CFT regulations and prepare procedures and
policies to prevent. The NBFISD is liable to inspect market
areas where entities without license are suspected to carry out
money changing business.

2. Bangladesh

Foreign Exchange Regulation Act, 1947 guides the foreign
exchange transactions in Bangladesh. Licensing of money
changers and authorized dealers to carry out such businesses
is done by Foreign Exchange Policy Department. The license
is valid for 1 year. The licensed institution should apply for
renewal before 2 months of the expiry of the license to Foreign
Exchange Operation Department or area office of Bangladesh
Bank. The premise used for money changers cannot be used
for any other business activity and nor can these businesses
have branches. Encashment certificate should be issued after
purchase of foreign currency. The limit is set for exchange of
foreign currency for outgoing Bangladeshi Nationals to USD
1000 per year by money changers. However, foreign exchange
for more than USD 200 requires valid visa. The limit is only USD
500 for foreign nationals heading outwards after presenting the
encashment certificates. Each sale of foreign currency should
be stamped in the passport of outgoing individual. The journey
has to be undertaken within 2 weeks after receipt of foreign
currency. Money Changers are required to set their own buy/sell
rates and display in the counter. Bangladesh Bank has, a web
based real time transaction reporting platform. Each transaction
of Money Changer with customers shall have to be reported
to the above mentioned system. Such reporting will generate
an acknowledgement in PDF format with unique transaction
ID and Bangladesh Bank monogram for each transaction. The
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printed copy of the acknowledgement report shall have to be
delivered to the client.

3. Bhutan

The Royal Monetary Authority of Bhutan regulates and
supervises activities of money changers in Bhutan. Bringing in
and taking out amount up to USD 10,000 is permitted without
any sort of declaration and clearance. Money Changers come
under Authorized Dealers III as categorized by RMA. The
AD III is allowed to buy foreign currency (Bank notes and
Travelers cheque) from visitors to Bhutan. They can only deal
in convertible currency and IC. This institutions are required to
strictly comply on provisions relating to AML/CFT prevalent
within the nation. In regards to exchange rate, they receive the
daily exchange rates from RMA. These entities should input
all the transactions relating to purchase of foreign currency
in the AMC system developed by the central bank of Bhutan.
Consolidated monthly statement, bank deposits of foreign
currency and other required documents are sent to RMA via the
most efficient channel, such as secure file transfer and electronic
real-time reporting systems.

4. India

Foreign Exchange Management Act, 1999 guides money
changing activities in India. Carrying out money changing
activities without a valid license from Reserve Bank of India
is liable to be punished under the act. Entities willing to get a
license of FFMC are required to have a minimum Net Owned
Funds (NOF) of INR 25 lakh to apply for a single-branch license
and INR 50 lakh to apply for a multiple-branch license and this
amount should be maintained on ongoing basis. Any amount of
foreign currency can be brought in by travelers but Travelers
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cheque or currency notes up to USD 10,000 and foreign currency
notes above USD 5000 require to be declared through currency
Declaration Form at custom authorities. The money changers
are required to put up exchange rates of the day by 10:30 a.m.
FFMC and Authorized Dealers II should submit a consolidated
statement of all their offices to RBI by 10th of succeeding
month. All single branch FFMCs having a turnover of more
than USD 100,000 or equivalent per month should institute a
system of monthly audit. Single branch FFMCs having turnover
equal to or less than USD 100,000 or equivalent per month may
institute a system of quarterly audit. Encashment receipt should
be issues by authorized money changers. If encashment receipt
isn’t issued, un-spent Indian currency cannot be converted to
foreign currency later on.

5. Maldives

There are 212 authorized money changers in Maldives
as of 17" September, 2024 which mostly includes hotels and
resorts that are spread across multiples islands of Maldives.
Maldives introduced new regulation to tighten control over
foreign currency transactions following severe shortage of
foreign currency transactions. The license is divided into tier
1 and tier 2 wherein companies established to buy and sell
foreign currency under the companies act falls under tier 1 and
Companies licensed to operate tourist resorts under the Tourism
Act fall under tier 2. Application fee for new money changers
willing to operate as tier 1 money changers is MVR 20,000
and tier 2 money changers is USD 1300. Renewal fee is MVR
10,000 for tier 1 and USD 650 for tier 2. Security deposit USD
50,000 should be placed in MMA at all times. Similarly, Tier 1
Money changers have a valid license for 5 years whereas Tier
2 Money changers for the duration of the license to operate
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the tourist resort under the Tourism Act. Transactions of Tier
1 MC are limited to MVR 50,000 or its equivalent in foreign
currency per customer per day (does not include transactions
with a licensed bank) but cash transactions are not permitted for
Tier II. MMA sets the rate of money exchange and any Money
changers deviating from the rate are liable to a fine from MVR
10,000 to MVR 1,000,000.

6. Nepal

The capital requirement of Money Changers differs as
per the currencies that money changers deal. For buying of
convertible currency, Rs. 15 lakh and for buying and selling
Indian Currency Rs. 10 lakh and for dealing in both currency Rs.
20 lakh is required. The foreign currency should be deposited
in Banks and Financial Institutions within 2 days of transaction.
Foreign Exchange Encashment receipt should be mandatorily
issued with carrying out money exchange transactions. Nepal
Rastra Bank can conduct on-site as well as off-site supervision
of the entities as per need. The money changers are required
to submit their monthly statement to supervision department
via an online system “FXOL” within 15" of every consecutive
month. Money Changers should document the valid passport
of foreign national while carrying out foreign transaction and
require self-declaration in customs for transactions above 5,000
USD. Money changers are required to form AML/CFT policies
and implement while also presenting quarterly risk assessment
report to the department.

7. Pakistan

The Net worth capital; requirement for getting authorized
money changer license from State Bank of Pakistan is Rs. 2
million for single branch and 5 million for multiple branch.
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License is granted only to Pakistani nationals and resident
Pakistani firms and companies who are paying Income Tax. For
multiple branch license, taxpayer should be paying at least Rs
70,000/- per annum and for single branch license Rs 25,000/-
per annum. Tax and bank loan defaulters will not be eligible for
grant of license. Money Changers commercial name should not
include words such as bank, financial institution, Investment
Company, trading company, real estate or any other word
indicative of activities other than money changing business.
Though, all transactions should be carried out in rates specified
in the exchange rate board, AMCs can negotiate rates for large
transactions and should follow the same working hour or more
as banks. AMCs are required to submit a weekly report of their
sales and purchases for the weeks ending on the 8th, 15th, 22nd,
and the last day of each month to the area office of the Exchange
Policy Department. The State Bank can withdraw license if the
AMCs don’t carry out transaction for three consecutive months,
doesn’t submit weekly statement for 8 consecutive weeks and
doesn’t apply for renewal before activities.

8. Sri-Lanka

The capital requirement varies according to location for
money changing business in Sri Lanka. The annual capital
requirement for money changers in Shopping Malls, Star
Class Hotels and International Airports is Rs. 5 million and 15
million for other places. No extra capital is imposed for money
changers willing to have two branch, given than at one branch
is opened outside Western Province. For more than 2 branches,
additional 5 million per branch capital is required. Two directors
of the company should be income tax payers, paying tax of not
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less than Rs. 60,000 each per annum. Yearly turnover rate is
specified for money changer depending upon their nature and
location as follows:

Minimum Annual Turnover required per outlet
(million USD)
Permitted only for Permltteid for buy} ne,
5 " . exchanging & selling(up
Business buying & exchanging
. to $5000)
Duration
Within Outside | Within Outside the
the the the Western
Western Western | Western .
. . . Province
Province Province | Province
Initial 2 years
(For new money
changing outlets
at Shopping 0.75 0.5 3.5 3
malls, Star Class
Hotels and
International
Airport)
Initial 2 years
(Other Money 1.5 1 4 3
Changers)
3rd & 4th Year | 2.25 1.5 5 4
From 5th year
year 13 2 8 7
onwards

Money Changers are required to implement automated
systems for business processes, including customer receipts
and daily balance maintenance. The Department of Foreign
Exchange will monitor activities via a specified CCTV system
installed at the business location. The company's stated capital
can cover costs for the CCTV installation and automation.
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Compliance checks for CCTV installation and computerization
readiness will occur before the issuance of the operating permit.

Policy Implication for Nepal

While there are many similarities in money changer’s
regulation policy among SAARC nations, there are differences
too. Nepal can take those best practices to make money
changer regulation more effective. The recent change in
Money Changer Regulation in Maldives to tackle the scarcity
of foreign currency is an evidence of the role these businesses
can play in maintaining national foreign reserve. The policy of
ongoing minimum capital requirement from Afghanistan can
be effective to tackle the problem of capital deterioration of
money changers in Nepal. Location-wise capital requirement
is another effective policy implication that Nepal can derive to
avoid clustering of money changers in one particular location.
Similarly, having different capital requirement as well as license
renewal rate for money changers operating in prime location
as compared to other money changers is another effective
strategy to avoid clustering at one place by providing some
incentive in terms of capital and fees. One major similarity we
notice across majority of SAARC nations that is not present
in Nepal is the concept of branch. While money changers are
operating in a small shutter in Nepal and are huge in numbers
which causes them to run a bleeding business, money changers
in other nations are bigger in size with multiple branches. This
seems quite an urgent need for Nepal in order to make the
supervision process effective. These businesses are run mostly
by individuals and derive smaller profit due to which imposing
the fines and penalty feel too personal and harsh. Adding up
to it, is the practical difficulty for a single individual (in some
cases with lesser understanding on policies and lacking ability
to prepare the reports as demanded by NRB guidelines due
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to age or poor academic background factor in generational
business) to understand and comply the regulations. The web
based real time transaction reporting platform of Bangladesh
that generates receipt with unique Id for each transaction is
another amazing breakthrough in money changer supervision
among SAARC nations. This combined with CCTV system like
that of Sri Lanka can drastically reduce need and cost of on-site
supervision and help decrease the unrecorded transactions and
unauthorized sales of foreign currency by money changer that
are likely to happen with manual system. Similarly, inspection
of entities carrying out money changing activities without
holding license is also carried out by NBFISD in Afghanistan
which makes the supervisory scope wider and supervision
effective. These inputs can help to make policy improvements
in Nepal and make this business more formalized by reducing
the unauthorized transaction while also contributing to increase
the foreign currency reserve of the nation.

* ok ok

References

Bangladesh Bank. INSTRUCTIONS FOR MONEY CHANGERS.
In INSTRUCTIONS FOR MONEY CHANGERS. https://www.
bb.org.bd/aboutus/regulationguideline/foreignexchange/
feguidevoll/2_b.pdf

Central Bank of Sri Lanka. (2017). Obtaining a Money
Changing Permit as a Restricted Dealer under Section
4(2)(a) & 4(2)(b) of the Foreign Exchange Act, No. 12 of
2017. https://www.dfe.lk/web/index.php?option=com_co
ntent&view=article&id=80&Itemid=512&lang=en

2059 AEA - 9 330


https://www.bb.org.bd/aboutus/regulationguideline/foreignexchange/feguidevol1/2_b.pdf
https://www.bb.org.bd/aboutus/regulationguideline/foreignexchange/feguidevol1/2_b.pdf
https://www.bb.org.bd/aboutus/regulationguideline/foreignexchange/feguidevol1/2_b.pdf
https://www.dfe.lk/web/index.php?option=com_content&view=article&id=80&Itemid=512&lang=en
https://www.dfe.lk/web/index.php?option=com_content&view=article&id=80&Itemid=512&lang=en

Da Afghanistan Bank. (2021). Activities of Foreign Exchange
Dealers and Money Service Providers Regulation.
https://dab.gov.af/sites/default/files/2021-02/

Activities%2001%20Foreign%20Exchange%20
Dealers%20and%20Money%20Service%20

Providers%20Regulation.pdf

Nepal Rastra Bank. (2077). Nepal Rastra Bank Money
Changer Licensing and Supervision Bylaw. https://www.
nrb.org.np/contents/uploads/2019/12/NRB-Money-

Changer-Bylaw-2077_4th-Amendement.pdf
Reserve Bank of India. (2021). https://www.rbi.org.in/
commonman/English/scripts/FAQs.aspx?1d=24

Royal Monetary Authority of Bhutan. (2024). Licensing and
Regulatory Guidelines for Authorized Money Changers,
2024. https://www.rma.org.bt/media/Laws By Laws/
Licensing%20and%20Regulatory%20Guidelines%20
for%20Authorized%20Money%20Changers,%202024.
pdf

State Bank of Pakistan. (2002). https://www.sbp.org.pk/fe
manual/chapters/chapter2.htm

Zahir, A. Z. (2024, October 15). Regulation on Money
Changing Businesses - CTL Strategies. CTL Strategies.
https://www.ctlstrategies.com/latest/regulation-on-

money-changing-businesses/

3z Y /359


https://dab.gov.af/sites/default/files/2021-02/Activities of Foreign Exchange Dealers and Money Service Providers Regulation.pdf
https://dab.gov.af/sites/default/files/2021-02/Activities of Foreign Exchange Dealers and Money Service Providers Regulation.pdf
https://dab.gov.af/sites/default/files/2021-02/Activities of Foreign Exchange Dealers and Money Service Providers Regulation.pdf
https://dab.gov.af/sites/default/files/2021-02/Activities of Foreign Exchange Dealers and Money Service Providers Regulation.pdf
https://www.nrb.org.np/contents/uploads/2019/12/NRB-Money-Changer-Bylaw-2077_4th-Amendement.pdf
https://www.nrb.org.np/contents/uploads/2019/12/NRB-Money-Changer-Bylaw-2077_4th-Amendement.pdf
https://www.nrb.org.np/contents/uploads/2019/12/NRB-Money-Changer-Bylaw-2077_4th-Amendement.pdf
https://www.rbi.org.in/commonman/English/scripts/FAQs.aspx?Id=24
https://www.rbi.org.in/commonman/English/scripts/FAQs.aspx?Id=24
https://www.rma.org.bt/media/Laws_By_Laws/Licensing and Regulatory Guidelines for Authorized Money Changers, 2024.pdf
https://www.rma.org.bt/media/Laws_By_Laws/Licensing and Regulatory Guidelines for Authorized Money Changers, 2024.pdf
https://www.rma.org.bt/media/Laws_By_Laws/Licensing and Regulatory Guidelines for Authorized Money Changers, 2024.pdf
https://www.rma.org.bt/media/Laws_By_Laws/Licensing and Regulatory Guidelines for Authorized Money Changers, 2024.pdf
https://www.ctlstrategies.com/latest/regulation-on-money-changing-businesses/
https://www.ctlstrategies.com/latest/regulation-on-money-changing-businesses/

The Rare, Severe and Unexplainable
Swans in the Nature: Green Swans

Utsav Raj Pant’

The Black and the Green Swans

Think about the 2007-2008 market crash, the 2011
Fukushima nuclear disaster in Japan or the astonishing success
of google. These events have three major characteristics. First,
they are unexpected and rare, thereby falling outside the realm
of regular expectations. Second, the impacts of these events are
wide-ranging or extreme and third, the origin and effects of these
events can be explained only after they occur. In all these three
events, extreme impact and their retrospective predictability are
the common characteristics. Nassim Nicholas Taleb, a Lebanon
born American Mathematician and statistician, in his epoch-
making book The Black Swan: The Impact of Highly Probable,
refers such events as black swan events. The unexpected
phenomenon or events which are rare, difficult to predict and
have severe impact are termed as black swan events. Such
events can be anything from a natural disaster to a disruptive
technology or a terrorist assault. Black swan events when
they occur demonstrate how unanticipated circumstances can
cause significant disruptions to systems, be they technological,
political, or economic. These events highlight the world's
unpredictability and cast doubt on the notion that most things
can be anticipated or planned for.

The climate change, which have massive impact with
global consequences is highly unpredictable and is also often

*  Assistant Director, Nepal Rastra Bank
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termed as black swan event. The book published by Banks
for International Settlements entitled ‘Central banking and
financial stability in the age of climate change’ refers the climate
change risk events as green swans or climate black swans. The
green swan concept describes rare, unforeseen environmental
disruptions and climate-related hazards that have the potential
to have significant systemic effects. These events arise from
both physical risks (e.g. rising temperatures, melting Himalayan
glaciers, erratic rainfall patterns and frequent extreme weather
events)' and transition risks (e.g., policy shifts, technological
disruption in industries like fossil fuels). Due to the uncertainty
and high nonlinearity, the chances of occurrence of these
risks are not reflected in past data and green swan events are
considered even more severe than black swan events as they
occur through a complex chain reaction and have cascade effects
which can ultimately pose an existential threat to humanity. In
this regard, climate change could therefore could increase the
frequency of “green swan” events and be the cause of the next
systemic financial crisis. Thus, the assessment and management
of climate related risks is a sine qua non for ensuring stability of
financial systems and human mankind.

The Green Swans and Monetary Instability

Climate change poses an increasing challenge to central
banks and monetary policymakers since its effects go beyond
physical and economic threats to affect inflation, employment,
and financial stability. The climate change shocks coupled

1  Extreme weather events are defined — in a meteorological sense — as events at the
“edges of the complete range of weather experienced in the past. They include
extreme values of certain meteorological variables, such as large amounts of
precipitation (e.g. floods), high wind speeds (e.g. cyclones), high temperatures
(e.g. heat waves).
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with natural disasters poses the risks of widening inequalities
and threatens the future food and water security. The natural
disasters and extreme weather events create the pressure on
supply of agricultural products causing the food prices to
increase in short term (Heinen Andreas, 2019). For instance,
Farmers in South Australia's Mid North region suffered severe
drought conditions in 2018, with rainfall much lower than
typical. Some locations received only 108mm of rain compared
to the typical rain of 350-400mm. The drought has caused crop
failures making farmers unable to harvest their wheat crops,
resulting in significant financial losses and lower wheat yield
thereby reducing Australian wheat production and potentially
exerting upward pressure on international prices.

In addition, the green swan events can reduce the productive
capacities of economies as climate change have long-term
effects on agricultural yields, resulting in resource shortages and
reduced labor hours owing to heat waves. The gradual rise in heat
waves is likely to reduce the physical and cognitive performance
of workers, causing a decrease in the effective labor supply. A
survey of experimental studies by Dell (2018) concluded that
each degree over 25°C is associated to a productivity loss in
various cognitive tasks of about 2 percent. Likewise, Samuel
Fankhauser - (2005) found extreme temperatures could also
lead to negative health effects, and lead to an increase in the
mortality and morbidity of the population due to the increased
incidence of diseases such as malaria. Hence, global warming,
in the long run could impact human capital through phenomena
such as mass migration, surge in poverty, inequality and social
unrest. These events in turn nudges the reallocation of scarce
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and productive resources towards the measures related to the
adaptation and mitigation to climate change.

On the other side, climate-related uncertainties and
can induce the precautionary savings and reduce incentives to
invest. The collective effects of these factors can reduce the real
equilibrium interest rate and therefore increase the likelihood
that a central bank’s policy rate will be constrained. Hence,
green swan events could diminish the space for conventional
monetary policy by lowering the equilibrium real rate of interest
as savings and investment in economy both gets reduced through
this phenomenon. In this context, for monetary policymakers,
this downward shift in equilibrium rate of interest presents
challenges by distorting the transmission mechanism of polices
made and also limiting the room for conventional interest rate
cuts for monetary policy makers. In this regard, green swans
make economies more vulnerable towards hitting the lower
bound of the interest rates.

The Green Swans and Financial Instability

The risks to financial stability from green swan events
stem from physical risks and transition risks. According to
Batten (2018), Physical risks are those risks that arise from the
interaction of climate related hazards with the vulnerability of
exposure of human and natural systems, including their ability
to adapt. Gradual global warming and extreme weather events
are the two major forms of physical risks. The economic costs
and financial losses due to the green swan evens like storms,
floods, heat waves are the outcomes of physical risks. As a
result of these risks, the destruction of capital gets induced
and the profitability of exposed firms declines, which in turn
fuels a reallocation of financial wealth. For example, the rising
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sea levels could affect the pricing of real estates in the regions
exposed to sea. Such real estate’s generally sell at discount rate
relative to equivalent properties in unexposed regions.

On December 12, 2015, the 196 attendees of the 21st
United Nations Conference of the Parties (COP21) in Paris
established a target to keep global warming well below 2
degrees Celsius over pre-industrial levels and to work toward
a 1.5-degree Celsius increase. In this regard, Transition risks
that relate to the process of adjustment towards a low-carbon
economy. Transition risks stem from the possible process of
adjustment to a low carbon economy and its possible effects
on the value of financial assets and liabilities. Transition risks
include changes in market preferences, social norms, regulatory
changes, reputational effects, technology advancements or
restrictions, and other unpredictable effects that could arise
from a quick low-carbon transition. For example, a rapid
and ambitious transition to lower emissions pathways means
that a large fraction of proven reserves of fossil fuel cannot
be extracted, becoming “stranded assets” which could have
systemic consequences for the financial system. As a fact,
limiting global warming to less than 1.5°C or 2°C requires
keeping a large proportion of existing fossil fuel reserves in the
ground and this causes the current selling assets to get stranded.
For instance, a study by Ekins (2019) found that in order to
have at least a 50% chance of keeping global warming below
2°C, over 80% of current coal reserves, half of gas reserves and
a third of oil reserves should remain unused from 2010 to 2050.
In this regard, the value added of many other economic sectors
dependent on fossil fuel companies will probably be impacted
indirectly by the transition risks.
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According to (Patrick Bolton, 2019) physical and transition
risks can materialize in terms of financial risk in five main ways
namely credit risks, market risk, liquidity risk, operational
risk and insurance risks. Climate related hazards can cause
borrowers' ability to repay their loans to deteriorate, increasing
the likelihood of default. Furthermore, escalating credit risks
may also result from the possible depreciation of collateralized
assets. Similarly, as a result of transition risks, with the rise
of stranded assets, the investors perception on financial assets
could change and potentially lead to a havoc and fire sales. This
loss in market value can trigger a market crash or even financial
crisis. In this context, due to the impact of credit and market
risks, banks whose balance sheet could get hit and it may be
unable to meet its liquidity needs in the short term, leading to
funding risks and a tension on interbank market. Likewise, the
offices or data centers of institutions can get impacted by physical
risks and the operational procedures of institutions could get
affected, ultimately creating a ripple effect and impacting other
institutions across its value chain. Finally, physical risks may
lead to larger than anticipated insurance claim payouts for the
insurance and reinsurance industries also. In this regard, the
need to address the green swan events seems to be an urging
need for central banks and policy makers in order to assure the
stability of prices and financial system.

Catching up the Swans: Greening the Central Bank Polices

While central banks do not have particular formal mandates
to manage the green swans, they are already managed as part of
their primary objectives to ensure price and financial stability.
Recognizing the economic risks posed by climate change, such
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as extreme weather events and the transition to a low-carbon
economy, the need for central banks to adapt their policies to
support sustainability is on the rise. In this regard, central banks
have started undertaking actions that focus on managing the
climate risks by greening their monetary policy.

Greening monetary policy refers to the intentional
incorporation of environmental and climate goals into central
banking tools and frameworks. This approach recognizes the
critical role central banks may play in addressing climate
change and advancing environmental sustainability. In this
regard, central banks have been emphasizing the of mitigating
climate risks through their monetary policy. The monetary
policy plays an important role in the transition to a low-carbon
economy by influencing the funding conditions of firms. Central
banks by adjusting their monetary policy could reinforcing
the misallocation of resources in the economy and make sure
that climate risks are addressed in a proper way. For instance,
central banks could introduce the polices that move the credit
toward green assets and away from brown ones®. The greening
of monetary policy operations could involve steering the
eligibility criteria towards low-carbon assets. By introducing the
separate eligibility criteria, central banks can play a pivotal role
in reducing the cost of capital for low carbon sectors relative to
high carbon sectors. This can take the form by lowering the risk
weights for low carbon projects and inducing a higher capital
requirements and risk weights for carbon intensive projects
and sectors. By pricing-in environmental risks and applying
the appropriate haircuts to account for these risks, or by strictly

2 Non-sustainable financing and investments which support the fossil fuel industry
or carbon intensive activities.
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excluding asset classes that are not aligned with the green
transition plans, collateral frameworks could theoretically be
used by central banks to scale up sustainable finance. Similarly,
differential or preferential green-targeted refinancing lines at a
favorable terms and lower interest rates for designated green
asset categories can also foster channelization of resources to
green sectors.

Likewise, central banks can introduce, mandatory
minimum/maximum credit quotas and fixed lending requirements
for financial institutions to allocate a fixed percentage of their
loan portfolio to specified asset classes, sectors, industries, or
geographical areas. For instance, via priority sector lending,
mandating that a certain share of a loan portfolio to specific
sectors, or through subsidized refinancing rates is the most
common measure practiced by central banks in south Asia.
In addition, the development of classifications, standards and
green taxonomies to identify sustainable economic activities
and related assets has been an increasing focus for financial
policymakers, especially in South Asia. These interventions aid
to regulate the financial institutions in a libertarian paternalistic
> manner and influences to shift capital towards the green and
the low-carbon economy.

As a means to foster green financing, central banks can
use their balance sheets to buy green or thematic bonds or
otherwise construct asset purchase programmes to prefer green
or thematic bonds. Issuing the green/thematic bonds and using
the proceeds of such bonds in public sector projects which will
help in reducing the carbon intensity of the economy is the
practice observed in European region. The issuance of green/

3 Libertarian paternalism aims to influence people's choices in ways that improve
their lives while preserving freedom of choice
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thematic bonds would also help in price discovery for other
financial instruments and give a fillip to development of a
market for green financing ecosystem in the country. Besides
this, the European nations with stronger reporting mechanisms
of green financing and easy availability of data on green finance,
are emphasizing on carrying out climate stress tests of financial
institutions in order to monitor and asses the resilience of their
system towards green swans. All the practices mentioned above
depicts the gravity of the green swan events and highlights
the need for policy makers to address such issues in timely
manner. In a nutshell, to solve systemic risk stemming from
climate change and environmental degradation, central banks
play a critical role in developing a sustainable and regenerative
economy. By harnessing climate financing to enhance human
flourishing, promote environmental stewardship, and build
resilience to climate change impacts, central banks can assist
in achieving the ultimate goal of human mankind which is
eudaimonia’.
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Trump 2.0: What to Expect and Wisest
Decision for a Global Economy

Prabidhi Adhikari~

The trade conflict between the United States and China
has escalated significantly, with both countries imposing much
higher tariffs on each other’s goods. US tariffs on Chinese
imports have risen sharply, from 3.1% in 2017 to 21 % in 2021,
with a potential rise to 26.6 % in coming years (Bekkers et al.
2020). Similarly, China’s tariffs on US exports have increased
from 8% to 21.8% in 2021, with a possible rise to 25.9 % % in
coming years (Bekkers et al. 2020). These tariffs have had a
notable impact on trade flows: US exports to China dropped by
7% in 2018 and by 19% in early 2019, while Chinese exports
to the US initially grew by 7% in 2018 due to stockpiling ahead
of tariffs but fell by 13% in early 2019. (Comments: Please add
dates)The US has justified the tariffs with several arguments,
including addressing trade imbalances, achieving reciprocal
tariffs, bringing back manufacturing jobs, and countering
Chinese policies like weak intellectual property protections
and forced technology transfer. However, most economists
find little economic basis for the first three arguments, while
the fourth remains complex and beyond the scope of this
discussion. Beyond the direct effects, the trade conflict has
created significant uncertainty, which has affected global trade
and investment. Increased uncertainty discourages businesses
from starting exports and reduces overall investment. In the US,
studies estimate that investment has already declined by 1%-2%
due to this heightened trade uncertainty (Bekkers et al. 2020).

* Mechanical Engineer, Nepal Rastra Bank
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Trade Uncertainty

In 2019, global trade growth slowed sharply, with trade
volumes increasing only 0.3% in the first three quarters. At the
same time, trade uncertainty rose to record levels, driven largely
by tensions between the US and China. A Trade Uncertainty
Index by Ahir et al. (2019) shows a significant spike, especially
inthe US and China, highlighting that uncertainty is concentrated
in major economies. This raises questions about how much
these tensions contributed to the trade slowdown. Uncertainty
about trade policies (TPU) affects both trade and investment.
When companies are unsure about future tariffs, they hesitate to
start exporting because of the high upfront costs, as shown by
Handley and Limao (2017), who found that reduced uncertainty
after China joined the WTO boosted exports. TPU also makes
companies delay investments. Krugman (2019) explains that if
companies knew tariffs would stay or be removed, they could
plan accordingly, but uncertainty makes both exporters and
local producers hold back. Studies by Caldara et al. (2019) and
Altig et al. (2019) estimate TPU has reduced U.S. investment
by 1%-2%, based on business surveys and data.
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Figure 1: Trade Uncertainty Index from 1996 to 2019, Selected Countries and Global
Average
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Trade Diversion

The trade conflict between the United States and China
has caused significant trade diversion, with both countries
seeking alternative sources for goods affected by tariffs.
However, the patterns of trade diversion differ markedly
between the two nations. In the United States, imports from
third countries like Vietnam, Taiwan, Korea, and Japan have
increased, particularly in sectors such as agriculture, processed
food, and fossil fuels. This shift reflects a reorganization of
supply chains, as the US replaces Chinese imports with goods
from these countries. Studies suggest that regions such as Latin
America, Australia, and New Zealand have also gained in
specific sectors, benefiting from the diversion of trade caused
by higher tariffs. In China, the response has been different.
Slower economic growth in 2019 reduced overall demand
for imports, while the country's reliance on intermediates for
exports to the US further dampened trade with third countries.
Sectors like electrical equipment saw a sharp drop in imports,
especially from Asian countries such as Japan and Korea. This
decline highlights the ongoing reorganization of value chains in
East Asia. Research also explores the effects of tariffs on prices
and welfare, particularly in the United States. Studies by Amiti
et al. (2019a, 2019b), Fajgelbaum et al. (2019), and Cavallo et
al. (2019) consistently find that US tariffs fully passed through
to higher importer prices, with no reduction in Chinese export
prices to offset these costs. Cavallo et al. (2019) note that, while
some higher import costs were passed on to consumers (e.g., for
washing machines), retailers often absorbed these costs through
lower profit margins. Additionally, US export prices fell in
response to retaliatory tariffs, affecting affected products more
than non-affected ones.
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The tariffs have also impacted US manufacturing
employment. Flaaen and Pierce (2019) identify three channels:
increased employment due to protection, decreased employment
from higher input costs, and decreased employment from
retaliatory tariffs. They find that, in the short term, the negative
effects outweighed the positives, leading to a net decline in
manufacturing jobs. Handley et al. (2020) highlight another
impact, showing that tariffs on intermediate inputs reduced
the export growth of affected products by two percentage
points compared to unaffected goods. Overall, the literature
paints a complex picture of trade diversion, price impacts, and
employment effects stemming from the US-China trade conflict,
with significant implications for global supply chains and
economic dynamics. These can be illustrated with the included
figures below:
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Note: average tariff rates on US imports from China and Chinese imports from the
US are weighted by total imports from China and total imports from the US in 2017
respectively.

Figure 2: Evolution of Average Tariff Rates
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What to Expect?

The objective of improving American standards of living
and safeguarding fundamental security interests appears to be
aligned with policies aimed at suppressing other economies,
reflecting the core principles of the Trump administration.
As it stands, the only discernible approach from the new
administration taking office in January 2025 seems to be a
one-size-fits-all strategy: hammer everything which looks
like a nail (Swing Every Sword at Shadows that Resemble
an Enemy). A recent broadcast mentioned the possibility that
export controls on various technological materials; however,
putting China in those situation, is not going to suppress the
Chinese economy down forever; it may provide the U.S. a four-
to-five-year advantage at best. However, if China were to adopt
similar retaliatory policies, including antitrust actions targeting
companies like NVIDIA, it could result in a 15% revenue loss
for NVIDIA over the same period. Such uncertainties also
negatively impact American farmers who depend on exports
of crops like soybeans, corn, and wheat, much of which rely
on the Chinese market. The last time Trump imposed tariffs,
the government mitigated the impact by providing subsidies to
farmers yet farm incomes still declined. If China reduces its
reliance on U.S. exports, turning instead to alternatives like
Brazil, it could weaken the U.S.'s global agricultural standing.
Nevertheless, some limited positive outcomes may emerge from
these strategies. For instance, Trump's policies might pave the
way for opportunities in the U.S. for Chinese electric vehicle
producers or Taiwan Semiconductor Manufacturing Companies.
Such developments could bring advanced technology and
expertise to American shores, creating job opportunities and
addressing some employment concerns.

2059 WS - T 3



The ultimate objective of U.S.-China economic relations
should mirror the goal of economic relations with any country
in the world. The current U.S. economic policy toward China,
which appears to focus on suppressing the Chinese economy or
denying its ability to grow and thrive, is highly destabilizing.
Such an approach often provokes counterproductive responses
from China, ultimately harming U.S. interests. Therefore, any
country, including the U.S., must pursue its important objectives
without denying China—or any other nations with which it is not
in active hostilities—the opportunity to succeed. This highlights
that the policy of any major economies which aims to ensure
robustness and resilience while safeguarding technological
supremacy, particularly in critical and strategically limited areas,
as seen in U.S.-China policy approaches. Rather than adopting
purely adversarial measures, the U.S. should aim to maximize
living standards for its people. A key factor in this endeavor
is focusing on real wages—defined as workers' wages relative
to the prices of goods they purchase. This can be achieved by
either increasing workers' wages or reducing the cost of goods
they consume. Additionally, policies should emphasize ensuring
fair market access for American producers in China and other
countries. Concurrently, there should be a recognition of the
benefits of low-priced goods for American consumers. Such
outcomes can be facilitated through active trade negotiations
and fostering mutual market access agreements.

I personally find the notion that the U.S. should prioritize
maximizing the number of jobs or expanding the manufacturing
sector unhelpful in the current context, where most sectors
are already fully employed. Creating more jobs in one sector
often leads to fewer jobs in another, making it a zero-sum
game. Instead, the focus should be on enhancing efficiency and
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ensuring economic policies that uplift overall living standards
without disrupting the existing balance of the labor market.
Creating more jobs in one sector often leads to fewer jobs in
another, making it a zero-sum game. Instead, the focus should
be on enhancing efficiency and ensuring economic policies that
uplift overall living standards without disrupting the existing
balance of the labor market. I agree with the statement made
by some economists that the United States should focus on
increasing inflation-adjusted defense spending rather than
reducing it. Additionally, I strongly believe that the U.S. needs
to prioritize international integration over policies that promote
economic disintegration. Regarding China, the U.S. should focus
on managing the relationship by acknowledging fundamental
differences rather than attempting to suppress China's success. I
disagree with the notion that increased decoupling from China
benefits American workers, consumers, or the global economy.
A more nuanced approach is required—distinguishing areas
that necessitate a certain degree of separation, such as those
involving security concerns, from areas like solar panels
or electric vehicles, where cooperation is more beneficial.
Research indicates that China outperforms the U.S. in many
technological sectors. However, a narrative persists that the
U.S. economy would improve if it were further decoupled
from China. Such sentiment often misrepresents conclusions,
overlook critical factors, including the potential benefits of
increased exports to China and the cost advantages of lower-
priced inputs, which enhance the competitiveness of American
producers. Lower prices also enable more expansionary
monetary policies, strengthening the broader economy. Ignoring
these interdependencies undermines the complexity of U.S.-
China economic relations. I also don’t believe in the growing
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sentiment suggesting that the overall American economy would
improve through greater decoupling from China.

While there are valid security concerns in certain areas
of trade involving Chinese technology such as communication
or digital domain, there remain many mutual interests, such
as addressing Climate. China is a highly efficient producer of
Solar PVs and Thermal Energy Systems, and I doubt, anyone
can explain me the National/ International Security criticality of
having Solar Panels. A balanced and well-informed approach is
necessary to manage these dynamics effectively.

When China joined the WTO, most people aren't aware
that the United States didn't change its trade practices at all.
US maintained the status quo, but China agreed to a series of
steps to open its markets, not just for the U.S., but for others
worldwide. Afterwards, China became the fastest-growing
export market for 15 to 20 years until the Trump era. What
the U.S. did change? however, was granting China Permanent
Normal Trade Relations (PNTR), instead of renewing it
annually. This shift had a significant impact, encouraging
investors to build production facilities in China. If US removes
PNTR, the rest of the world would still benefit from exporting
to China, but the U.S. would no longer receive the advantages
as negotiated, as China wouldn't be obligated to honor the terms
they agreed on. This raises the question of why U.S. exporters,
including those in agriculture, semiconductors, energy, and
various other industries, would be undermined. Another issue is
that without normal trading relations, the U.S. would revert to
the standard tariff schedule, which, to many, is based on tariffs
from the 1930s. This would mean imposing high tariffs across
the board, potentially harming various sectors of the economy.
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The question then becomes: why choose such a regressive
policy, one that could reverse progress and put the U.S. back
in a situation reminiscent of the Great Depression era? By
abandoning normal trading relations, the U.S. would lose the
negotiated benefits that have helped support exports and global
economic engagement. This move could create unnecessary
hardship for American producers and undermine the country's
position in the global market.

The concern about initiating a trade war mainly stems
from international trade imbalances, particularly in bilateral
trade with China. However, it's important to understand
that trade deficits or surpluses with specific countries don't
inherently indicate an unfair system. Trade functions as
part of a complex global network where nations specialize
in different goods and services based on their strengths and
needs. Expecting every trading relationship to be perfectly
balanced overlooks the interconnected nature of the global
economy and how these imbalances often complement each
other across various sectors and partners. Focusing solely on
bilateral balance oversimplifies the situation and may lead to
misinterpreting the dynamics of international trade. A more
important consideration is the broader issue of deficits and
surpluses. Additionally, from my perspective, it's better to live
in a country, or near one, that attracts global investment, rather
than one where residents prefer to invest abroad due to lack of
confidence in their own economy. Being in a country that the
global market actively wants to invest in is a sign of economic
strength and opportunity, even if it results in a net trade deficit.
Attracting foreign investment usually means importing more
than exporting, which is often a positive indicator of economic
vitality. However, this becomes problematic if the investment is
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driven by unsustainable government deficits rather than genuine
economic opportunities. Managing fiscal policy and ensuring
a sustainable federal budget deficit should be a priority for all
countries in the 21st century.

In summary, while targeted tariffs and safeguards
have their place in trade policy, overreliance on protectionist
measures or unsustainable government borrowing can harm
both domestic and global economic stability. A cooperative,
historically informed approach is essential for effective
economic policymaking.

Trade policies and government spending strategies need
to strike a balance between short-term benefits and long-term
stability to avoid harming both the economy at home and
abroad. Trade imbalances—when a country imports more
than it exports—aren’t always harmful. Sometimes, they
show strong foreign investment and global confidence in
the economy. However, when these imbalances come from
excessive government borrowing rather than real investment
or growth, they can become a problem, needing better fiscal
policies to fix. Tariffs, which are taxes on imports, can help
address unfair trade practices or give struggling industries time
to adapt, but overusing them can lead to harmful protectionism,
trade barriers, and economic distortions. For example, the Plaza
Accord in the 1980s helped reduce trade imbalances through
teamwork, while the 1971 Nixon Shock, which relied on tariffs,
strained global relationships.

Today, tariffs make up only a small part of government
revenue, so they are not a practical way to fund budgets.
Instead, policies need to focus on clear goals, like supporting
key industries or helping countries in need. For instance,
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working with allies to support Ukraine or manage trade with
China through targeted measures, such as controlling advanced
technology exports, can strengthen global partnerships. Overly
protectionist policies and unclear objectives can scare off
investors and slow down economic growth. At the same time,
the U.S. faces growing financial challenges, such as an aging
population, rising costs for services, and increasing national
debt. To address these issues, tough choices must be made, like
reducing government spending or increasing taxes. Without
these adjustments, the country may struggle to respond to future
emergencies or maintain economic resilience. Collaborative
strategies, smart planning, and lessons from history are essential
for building a stable and prosperous economy.

Conclusion

In the global development context, the speakers stress the
importance of multilateral institutions like the World Bank and
IMF. These institutions can act as neutral platforms to bring
parties together, offer technical expertise, and drive cooperative
solutions. While the U.S. has increasingly moved away from
multilateralism, doing so weakens its influence and allows
other nations to shape these systems. Trade uncertainties,
policy shifts, and high tariffs are leading major economies to
reduce reliance on US trade, weakening its global dominance,
opting for de-dollarization and alternative currencies. However,
this article does not address the impact of de-dollarization or
alliances like BRICS. But, greater engagement, combined with
institutional reforms to work faster and partner more effectively
with the private sector, can enhance their impact. A crucial
observation is that many developing nations alike Nepal,
particularly low-income economies, are struggling with post-
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COVID debt and growth challenges. U.S. policies that foster
global resilience through trade, infrastructure, and growth
strategies can help address these issues. However, America's
turn toward protectionism and subsidies sends mixed signals,
making it harder to encourage similar growth strategies abroad.
A former African minister’s remark that "the Chinese give us
airports, and you give us lectures" serves as a stark reminder
for U.S. policymakers to prioritize actionable development
aid. Initiatives like the World Bank’s recent $100 billion
commitment for the poorest nations exemplify the potential for
impactful collaboration. By leveraging multilateral institutions
and aligning global development with U.S. interests, the country
can foster stronger alliances and a more robust international
economic policy.
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Reducing our Digital Footprint: A
guide to protecting your digital data
and privacy
Shashank Ghimire"

Understanding Digital Footprint:

A unique path of digital data and information that a person
leaves in the digital world while using the internet is called digital
footprint. In simple terms, when someone uses the internet and
performs any kind of online activity they leave some sort of
traces, like a social media post, website cookies and sometimes,
knowingly or unknowingly people might sign up to a spam
website where the website collects every data and information
of that person. These are the types of digital traces that people
tend to leave on the internet and it might seem normal but it is
sometimes dangerous as all the data and information might be
misused.

There are 2 types of Digital footprints:

1. Active digital footprints: This is the information that the
user knowingly shares about themselves.

For example:

e Posting on social media

e Sending emails

e Blog posts

e Social network connections

2. Passive digital footprints: This type of footprint is created
without the awareness of the user.

* Student : Bachelor of Computer Science IIMS college, Kathmandu
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For example:
e Browsing history
e Ip address
e [ocation tracking
e Cookies
e Data collected by apps running in the background

Advantages of digital footprints:

While it may seem that leaving even a single trace of digital
existence is unsafe, that is not always true. Digital footprints do
offer some real advantages to the internet users. Digital footprint
can be used to create a more personalized internet experience
for the internet users.

Suppose a user has been using a mobile phone for more
than 5 years and wants to buy a new one. First, the user looks
for information on the prices of the latest smartphones by
visiting different websites. The websites they visit are stored
in their browser history. When the user visits a website to
browse for smartphones, the site often places cookies on their
device, which are small files that store information about their
browsing activity. This data is shared across different websites
and apps on their phone or laptop, or even through their Google
account. Based on this shared data, the user may start seeing
advertisements for smartphones while using other apps like
Instagram, Facebook, YouTube, etc.

While this may seem like an invasion of their data and
privacy, it’s not entirely true. The information stored in the form
of cookies is used within the user's own devices, allowing data
to be shared across apps, but no one else can access it. This
allows users to have a more personalized internet experience.
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Similarly, when a user uses social media platforms like
Facebook and Instagram, they may see features like "People
you may know," which introduce them to new people or connect
them to friends or family who are not already connected on that
particular platform. This is also an example of the personalized
internet experience that users get because of their shared digital
footprints.

In the same way, digital footprints help protect users by
tracking locations. For example, if someone from a foreign
country tries to access their account without permission, the
platform can detect unusual activity and alert the user or any
other person to potential unauthorized access.

Moreover, users can experience a simplified user experience
through digital footprints, such as saved passwords, preferences,
and activities. This allows users to resume tasks where they left
off. This continuity reduces repetitive tasks like re-entering
passwords or resetting preferences, ultimately saving time.

Disadvantages of Digital Footprints

While digital footprints provide benefits for internet users, they
also have their disadvantages. Today, according to a report by
the Pew Research Center, “81 percent of people believe that the
risks of data collection outweigh the benefits.”

Sometimes, spam websites, which might seem legitimate, take
user information and use it without the owner’s authorization.
These websites may misuse the user’s information or even sell it.
This can lead to the release of private and sensitive information,
such as financial details and personal identity information,
which can result in a damaged reputation for the user.
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Growing digital footprints can also create cybersecurity
concerns. Cybercriminals can use various methods and strategies
to exploit this information and data to access accounts, steal
identities, and engage in other illegal activities. Once the data
is exploited and becomes public on the internet, it can be very
difficult to remove, resulting in long-term security risks.

Similarly, the same report from the Pew Research Center
states that more than 50% of users do not like the way brands
obtain their information from digital footprints and show ads.
Many of them, according to the report, have decided not to use
a product due to safety concerns.

Furthermore, many businesses today use the data-mining
process, where a team of analysts gathers and analyzes
consumer data, predicts what customers might want to buy, and
sells customers' personal information to third-party advertisers.

Moreover, in recent years, consumers have become more
concerned about data privacy as they grow aware of how
companies track them. According to the NYTimes, in 2022,
US state legislatures proposed at least 27 online privacy bills to
protect personal data rights.

Why does Digital Footprint matter?

Digital footprints facilitate connections between
individuals and communities. Social media platforms and online
businesses use this data to help users find friends, groups, or
even professional connections based on their personal interests,
fostering a sense of belonging and community.

Today, everything is interconnected in the digital world.
Users typically have one email address and one cell phone number
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used for most of their authentication processes. For example, a
user might have their Facebook and Instagram accounts linked
or have created Facebook, Instagram, Twitter, and other social
media profiles using the same email address. If a hacker gains
access to their email address, they could potentially access all
of their interconnected social media accounts. The figure below
demonstrates the links between these pieces of information.

Figure: 1

In the above figure we can see that with just one authorized
access of email address can be very dangerous.
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As discussed earlier, a digital footprint can determine
a person’s digital reputation, which is now considered as
important as offline reputation. Once sensitive data is leaked, it

becomes permanent and cannot be easily undone.

Furthermore, insights gained from analyzing digital
footprints can enhance user experience, leading to better
customer service. Companies use these insights to improve the
overall customer experience based on feedback and behavior

patterns.

Moreover, digital footprints collected from users on a large
scale can provide valuable insights into societal trends, helping
government organizations conduct research. For example,
search patterns for symptoms and the location of recent virus
outbreaks, such as Corona and Ebola, can be analyzed through
digital footprints. Today, even social media discussions and
trends indicate the spread of diseases and health concerns, as
people, especially younger generations often post every small

update on their social media profiles.

Similarly, digital footprints from GPS can provide insights
into traffic patterns, public transportation use, and the population
of a particular area. Urban planners can use this data, analyze
it, and create optimized city layouts, public spaces, and manage
congestion. For instance, if data shows increased congestion in
specific areas at certain times, government organizations or the
concerned authorities can adjust city traffic signals accordingly,
improve infrastructure, or even provide additional public

transportation services.
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Practical tips to reduce your Digital Footprints:

Everything has its own advantages and disadvantages, and many

people are more concerned about the downsides. For those

concerned about their digital footprint, there are numerous ways

to reduce it. Although digital footprints already available on the

internet are nearly impossible to remove entirely, individuals

can take steps to minimize them.

1.

Limit information share on social media

In today’s world, everyone uses social media platforms
which is one of the major sources of digital footprints.
There are a lot of essential settings that can help you as a

user, to minimize digital footprints. Some of them are:

Limiting profile visibility:

On most social media platforms, users can limit their profile
visibility by adjusting settings to make their profile visible
only to specific friends and groups. This helps prevent
unknown users from viewing personal information, photos,

and posts.

Setting up a private account:

Users can set their account to private so that no other
people except their friends who are connected to them can
only see their posts in social media platforms.

Disable location sharing:

Users can turn off location sharing for posts, photos
and videos. Many platforms use location data to create
location-based recommendation, so disabling it can help
protect privacy.
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d. Download and review your data:
Many platforms, like Facebook and Instagram, allow users
to download their data, enabling them to see what has been
stored. By downloading and reviewing this data, users can
better understand their digital footprints and decide what to
keep and what to remove.

e. Use privacy-focused browsers and Search engines:
There are a lot of browsers and search engines that does not
track user data. Brave is a browser example that doesn’t
collect personal browsing data and it also blocks Trackers
and Ads which not only improves privacy but also speeds
up the page loading time. Brave also collects minimal user
data collection that includes crash report and diagnostic
data, which is anonymized and used only to improve the
browser’s performance and features.

An example of search engine which is privacy-focused is
DuckDuckGo, which is a search engine that doesn’t track
individual’s user profiles. DuckDuckGo keeps all search
queries anonymous, so each search is treated independently.
This search engine aims to give users the search capabilities
they need without sacrificing their privacy.

2. Control App permissions:

On modern mobile phones, users can control what each
installed app can access. For example, a calculator app
does not need access to call logs, and Google Maps does
not require access to the camera. Through phone settings,
users can modify app permissions such as location, camera,
and microphone access providing greater control over their
personal data.
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Clear Browser Cookies, Cache and history regularly:
Clearing cookies, cache, and browser history can help
reduce digital footprints by minimizing the amount of
data that websites and third-party services store about
users. This process removes details like login information,
preferences, and browsing behavior, which might otherwise
be stored and used to track browsing habits.

Tools for minimizing digital footprints

1.

Virtual Private Network:

Using VPNs can reduce digital footprints by providing
enhanced privacy and security while using the internet.
VPN helps to hide IP address; it routes the internet traffic
remotely and masks real IP address and replaces it with the
[P address of the remote server that users are connected
to. Because of this it becomes harder for websites to track
IP, through which location, browsing activity etc. can be
leaked.

Password managers and Two-factor
Authentication(2FA)

Password managers and two-factor authentication are
essential tools that enhance security and help reduce digital
footprints. Password managers are applications or services
that securely store and manage passwords, allowing users
to create, retrieve, and store complex, unique passwords for
each of their online accounts. This approach benefits those
who might otherwise reuse the same password across sites,
a practice that can make it easier for hackers to compromise
multiple accounts if one is breached.
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Two-factor authentication (2FA) provides an extra layer of
security by verifying a user's identity when logging into an
account, requiring two pieces of information. This second
form of identification, beyond a password, strengthens account
protection. For instance, if 2FA is enabled on an Instagram
account and a hacker obtains the correct password, 2FA will
prompt for a temporary code or send a text message with a login
confirmation code to the user’s phone. Access to the account is
granted only if the second verification is completed. This added
layer of security significantly reduces the risk of identity theft
and account takeovers.

3. Browser extensions for privacy:
By blocking trackers and advertisements and enhancing
security, browser extensions are effective tools for
improving online privacy. The following three popular
add-ons can significantly reduce digital footprints and
enhance privacy:

a. Privacy badger:
The Electronic Frontier Foundation developed the Privacy
Badger browser plugin with privacy in mind (EFF). It
automatically identifies and blocks third-party trackers
while users browse.

Privacy Badger works by monitoring the trackers that load
when visiting a website. It detects which trackers follow
users across sites and disables them. Unlike other blockers
that rely on predefined blocklists, Privacy Badger learns
to recognize harmful trackers over time and blocks them
based on their behavior.

By restricting a website's ability to track users across
domains, Privacy Badger makes it harder for data collectors
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and advertisers to build comprehensive profiles of online
activity.

uBlock Origin

uBlock Origin is a lightweight, open-source browser
extension designed to block trackers, advertisements, and
other unwanted content.

How It Operates: uBlock Origin uses a variety of blocklists
to prevent invasive ads and trackers from loading. In
addition to blocking standard advertisements, it also stops
harmful scripts, pop-ups, and other privacy-compromising
elements on websites. Users can customize the blocklists
to block specific domains or content categories they wish
to avoid.

Data Collection Prevention by blocking trackers and
ads, uBlock origin reduces the amount of personal data
websites can collect from online activities. Additionally,
by preventing unnecessary content from loading, it helps
improve webpage load times.

How to monitor and manage existing digital footprints?

1.

Search for yourself online

To begin, one should search for their name on search
engines like Google, Yahoo, and Bing. It's helpful to try
various forms of the name, such as the full name, initials,
and any nicknames, to identify any references.

Examine social media

Users should review all of their social media accounts,
including those on Facebook, Instagram, Twitter, and
LinkedIn, where they have been tagged or created. Some
accounts may display personal information, images, and
public posts.
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3. Examine the websites of data brokers
Personal data is aggregated by a number of data brokers,
including Spokeo, Whitepages, and PeopleFinder. Users
should look for their name on these sites to see if any
personal information comes up.

4. Review blogs and forums
Users might have left traces if they have ever contributed
to blogs or posted comments in open forums. These could
include pictures or posts containing private information.

5. Request data deletion
Users can delete their data by contacting website operators.
They can send an email requesting the deletion of their data
from a specific website. Data deletion helps reduce the
chances of personal information being misused or exposed
without consent. By controlling their data, users can
minimize their digital footprint and improve their overall
privacy.

6. Using the Right to be Forgotten Laws
A privacy law known as the Right to Be Forgotten (RTBF)
permits anyone to ask for the deletion of their personal
information from websites and search engines under
specific circumstances. Although other nations have
comparable legislation, this is mainly accessible in the
European Union (EU) under the General Data Protection
Regulation (GDPR).

Encouraging Digital Minimalism

Digital minimalism is a strategy to help people optimize their
use of technology and keep from being overwhelmed by it.
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A good digital minimalist allocates a limited amount of time
to a few well-chosen activities. They have a predetermined
goal in mind when they use technology. This strategy may
improve digital wellbeing and lessen workplace fatigue.
Nearly half of employees said they felt at least a little burned
out, according to a recent McKinsey & Company survey. Quiet
resignation has become increasingly popular as a protest against
the lack of limits in the workplace and hustle culture. A 2022
Gartner poll of 160 HR directors found that 23% of workers
were silent quitters.

In an increasingly digital world, users can easily accumulate
a vast amount of personal data across various platforms,
accounts, and devices. By adopting digital minimalism, they
can simplify their online lives, enhance privacy, and reduce
their digital footprint. Users can clean up their digital space, cut
down on subscriptions, and adopt mindful online behaviors in
the following ways:

1. Mindful Online Habits
Users should consider which social media sites
they truly need before signing up for every new
service or joining every platform that comes their
way. It's important to focus on platforms that align
with their privacy goals, principles, and interests.
Users should regularly assess their online presence and
consider whether they truly need each account. They
should ask themselves, "Does this account serve a purpose

in my life?" If not, it may be time to close it.

2. Reduce Social Media Usage

Social media platforms often collect vast amounts of
personal data, from likes and shares to personal photos and
locations. Digital footprint can be significantly decreased
by limiting your use of social media.
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Users should set limits on their time spent on social media.
For example, they can create a daily time limit for each
platform or restrict usage to specific times of the day.

3. Control Online Interactions and Content
Users should also consider managing their online
interactions and content by unfollowing accounts that don't
add value to their lives and avoiding the sharing of too
many personal details.

4. Practice Digital Detox
To detach from the constant flow of information, users
should take regular breaks from screens. By reducing
reliance on electronics through digital detoxification, they
can gain greater control over their time and privacy.

5. Reducing subscriptions and Accounts

Users exchange personal information every time they
register for an online service or create an account on a
platform. As this data spreads across various services,
their digital footprint grows. Users should review their
subscriptions (such as newsletters, streaming services,
online shopping accounts, etc.) and remove any that are
no longer in use. With fewer accounts, there are fewer
places for personal information to be stored and potentially
misused. For the subscriptions users still have, they should
ensure they are creating strong, unique passwords and
consider storing them securely in a password manager.

Understanding Data Privacy laws:

In today’s digital landscape, protecting personal information
is a fundamental right recognized by many nations, including
Nepal. The Constitution of Nepal 2015, in its Article 28,
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unequivocally upholds the 'right to privacy.' A person's self-
worth, dignity, reputation, health, and property are all protected
under this fundamental right. With a possibly smaller scope of
private protection than the general public, the application and
enjoyment of this right may differ for those in public office.

In Nepal's Constitution of 2072 BS, the right to privacy is stated
clearly in Article 28. It states that, unless otherwise restricted
by law, an individual's life, home, property, records, statistics,
communications, and anything pertaining to their character
shall all be kept private.

This provision aligns with international privacy standards like
General Data Protection Regulation (GDRP) and California
Consumer Privacy Act (CCPA) which were created to give
people full right and control over their digital data and
information.

To reduce digital footprints effectively, it is very necessary to
understand these laws and take steps to control digital footprints
and illegal data sharing.

1. Understand privacy rights: Many countries have laws
that protect privacy rights. For example, Nepal's Article
28 provides citizens with the legal right to manage their
personal data and guarantees the inviolability of personal
privacy. Familiarizing oneself with similar laws in their
own country can empower users to take informed steps to
protect their data.

2. Exercise rights: Laws like the GDPR allow individuals
to access, remove, or limit how businesses use their data.
Similarly, in Nepal, citizens have the legal right to request
privacy regarding their personal affairs under Article 28.
Users should take advantage of these rights to minimize
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the digital footprint they leave with businesses and
organizations.

3. Minimize data sharing: Being cautious with the
information users share is another effective way to reduce
their digital footprint. They should limit app permissions
on their devices, review social media privacy settings, and
avoid oversharing personal information online.

Future of Digital Privacy

The future of digital security and privacy depends on striking
a careful balance between new technology and existing legal
frameworks. To create a secure environment where privacy is
not jeopardized by digital innovation, developers, legislators,
and the general public must work together continuously.
It 1s anticipated that privacy will continue to be a dynamic
concern as digitalization grows. Individual rights and the
cultural values we want to uphold will probably influence how
digital privacy standards and technology develop.

Sensitive information is shielded against unauthorized access
and use by the right to digital privacy, which applies to both
persons and organizations. In our day and age, where data is
regularly shared and stored across several platforms, it has
become essential.

Conclusion

In the current digital era, digital footprints - the permanent
records of online actions - have significant implications for
individuals' reputation, security, and privacy. While digital
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footprints can enhance online experiences through content
personalization, they simultaneously expose individuals to risks
such as identity theft, data breaches, and unwanted tracking.
Understanding how to manage and reduce digital footprints
is essential for protecting personal data and privacy. Through
strategic approaches such as managing app permissions, deleting
cookies, utilizing privacy-focused apps, and implementing
robust security measures, individuals can benefit from the
digital world while minimizing potential risks. The protection
of digital footprints in a connected world represents a form of
digital self-care that enables sensible and safe internet usage,
extending beyond mere privacy concerns to encompass overall
digital wellbeing.
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