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Foreword

Nepal implemented 14 periodic plans prior to this democratically elected government
assumed office. The Government formed under my leadership in 2015 had approved the
approach paper to the Fourteenth Plan and initiated its implementation. The Plan completed
its term last fiscal year. The Fourteenth Plan had the responsibility of reviving the economy
suffering a colossal loss from the earthquake and the economic blockade. The available
statistics verify that the Plan has attained its national goals, including the target for economic
growth. Nepal has achieved impressive results in various sectors of development, including
poverty alleviation, education, and health, infrastructure, and gender equity. While continuing
to work towards enhancing the quality of these sectors, more emphasis should be given to

economic and physical infrastructure sectors.

The economic inequality that prevails even in the 21% century remains a challenge for human
civilization. Absolute poverty, climate change and its adverse effects, newly emerging
infectious diseases and pandemics, and social and gender discrimination are continued to be
the major challenges. Our efforts today should, therefore, be geared towards achieving
prosperity through good governance and development and supporting it through the two
pillars of social justice and equality in order to guarantee environmental security and people’s

happiness.

It is against this background that the Fifteenth Plan has been prepared with the long-term
vision of fulfilling the shared national aspiration for “Prosperous Nepal, Happy Nepali” by
making Nepal a high-income country by 2043. The Plan represents the foundation for
achieving the long-term vision of increasing Nepal’s per capita national income to at least
USD 12,100. The Plan defines national goals and targets for prosperity and happiness and
incorporates long-term objectives in terms of significant progress in the social sector,
including poverty alleviation, education, health, gender equality as well as in physical

infrastructure and the energy sector. During the Plan period, a foundation for economic



prosperity is expected to be created through accessible modern infrastructure and intensive
connectivity; development and full utilization of human capital potential; high and sustainable

production and productivity; and high and equitable national income.

During the Plan period, people’s level of experiencing happiness will increase substantially
through improvements in their living standards achieved in such a way to fulfil both
biological and human needs. With the long-term commitment to eliminate absolute poverty in
the country, the Plan aims to limit the percentage of people under the poverty line to a single
digit within the Plan period. The Plan also aims to produce healthy citizens through investing
in child health and nutrition and to achieve equality and sustainability by facilitating people’s
access to capital and skills, minimum wages, and social security arrangements. Nepal will
graduate to a developing country within the Plan period by increasing the per capita national
income based on increased production and productivity, improving the quality of human
assets, and reducing economic vulnerabilities. The Plan is also expected to create a foundation
for Nepal to graduate to an upper-middle-income country by achieving the Sustainable
Development Goals well before 2030.

The local, provincial, and federal governments will have to play a leading and coordinating
role to achieve the national goals set by this Plan. Based on the goals and roadmaps adopted
by the Plan, provincial and local governments will formulate and implement their own
periodic plans. In addition to the three levels of government, we believe that all stakeholders,
including the private sector, cooperatives, non-government organizations, and development
partners will play a significant role in implementing the Plan. Therefore, | expect everyone to
lend a hand in making the nation prosperous and the people happy through fast economic
growth achieved along with social justice and based on the foundation of national unity and

good governance.

Finally, I would like to thank the National Planning Commission, sectoral ministries, and all
others involved in preparing this Plan with a long-term vision. | believe that everyone will
play an active and responsible role in identifying and implementing appropriate programmes

and projects towards achieving the lofty and equitable goals of the Plan.

March 2020 KP Sharma Oli



Government of Nepal
National Planning Commission
Singhadurbar, Kathmandu

Prof. Dr. Puspa Raj Kadel
Vice-Chairperson

Preface

The Constitution of Nepal has envisioned to develop Nepal as an independent,
advanced and socialism-oriented economy by ensuring good governance, development, and
prosperity through embracing the federal democratic republican system of governance. In the
course of implementing the constitution, the federation, provinces, and local levels - all three
tiers of government-- have now become fully operational and been actively progressing

towards achieving socio-economic development in the country.

The past efforts on planned development have helped realize significant progress in
the social sector while mixed results are evident in the economic, infrastructure, and other
sectors. The percentage of people living under absolute poverty and maternal and child
mortality rates have declined. Life expectancy and enrolment rates at schools have increased,
the drinking water and sanitation sector has improved, and roads, communication, and air
transport infrastructure have significantly expanded. The country has reached closer to the
goals set forth by the Fourteenth Plan by embarking on the path of high economic growth.
Improvement signals are also apparent in production and productivity. The government has
adopted the policy of equitable distribution of development returns by involving socio-
economically backward communities and areas into the process of overall development
through social protection. It is, therefore, essential to make additional improvements in the
citizens’ living standards by maintaining good governance, achieving rapid economic growth,

enhancing productive employment, and reducing income inequality.

While formulating the current Fifteenth Plan, attention has been paid on the
fundamental rights, provisions including directive principles and policies of the state, the

Sustainable Development Goals, global economic outlook, and commitments of the



government made on different occasions. A scenario wrapped up with a roadmap of the Long-
Term Vision 2043 has been developed for the next 25 years to fulfil the vision of “Prosperous
Nepal, Happy Nepali” which has been so dearly championed by the current government. The
fifteenth plan has been formulated as the base plan to achieve that very vision and also to

guide the long-term visions and periodic plans of the provinces and local levels.

The quantitative targets for the expected results have also been set in the current Plan. These
targets are likely to be achieved from the formulation and implementation of required
strategies and operational policies to realize the objectives and goals of economic growth
outlined in the plan. The management and coordination of resources, monitoring, and
evaluation have also been emphasized to ensure the completion of most of the national pride
projects during the plan period. Transformative or ‘game changer’ projects have been
identified and selected, and major sectoral programmes as well as other development
programmes and projects to be implemented through public-private partnerships have been
finalized and included into the plan to achieve its overall and sectoral goals as set forth in
detail in the document. Similarly, ten national goals have been adopted as major result areas
and impacts, outcomes and output level indicators, and annual quantitative targets have been
set accordingly. Likewise, goals and targets, including that of provincial level, has been

developed and included in pursuant to the long-term vision with the quantitative targets

This plan has been prepared following the opinions and recommendations received
from the interactions and discussions conducted during the formulation of the plan with
elected representatives and office-bearers of the federal, provincial, and local levels, members
of the federal parliament and provincial assemblies, and representatives of the private sector,
cooperative, and communities. Similarly, this plan has also incorporated at its best the
opinions and suggestions that were collected from the interactions and discussions with about
4,500 stakeholders including representatives of the major political parties, academic and
sectoral experts comprising various walks of national life, office bearers at various ministries
and institutions of the Government of Nepal, office bearers of the provincial governments,
and Mayors and Deputy-Mayors of the local levels, development partners, intellectuals,
women, Dalits, Adhibasi Janajati, Madhesi, Muslims, representatives of people with

disabilities, and Non-Resident Nepali, and also the directives delivered by the meeting of the



National Development Council, held in 2018. It is also to be noted that while implementing
this plan, appropriate plans and programmes will be formulated and implemented to mitigate
the adverse effects of the global COVID-19 pandemic and other epidemics and disasters on
achieving the goals set by the plan and to recover the economy. Furthermore, goals, strategies,
operational policies, and programmes and projects will be reviewed on need basis of the mid-

term evaluation of the plan.

| would like to express my thanks to all the concerned stakeholders including various
line ministries and bodies, office bearers of the federal, provincial, and local level
governments, political parties, and representatives of various organizations and development
partners for their enthusiastic support received during the plan formulation process. | would
also like to extend my special thanks to the member secretary, joint secretary, programme
director, planning officers, and other staff of the National Planning Commission (NPC) for
their constant and consistent support during the process. Finally, I would like to express my
sincere gratitude to Rt. Hon. Prime Minister and Ex-Officio Chairperson of NPC for his
invaluable guardianship and guidance while formulating this plan along with the long-term

vision.

| believe that this plan will help build a strong foundation to achieve the national
vision of “Prosperous Nepal, Happy Nepali”. | humbly request and expect support from all

stakeholders and the concerned citizens for its full-fledged and timely implementation.

2020 March Prof. Dr. Pushpa Raj Kadel
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Chapter 1: Introduction

1. Background

Nepal has long established its image and identity as a nation that is known for
economic dynamism. Kautilya’s Arthashastra has mentioned that Nepal’s radi pakhi were
exported to the then state of Magadh, and mines also used to be explored and excavated.
During the Lichchhavi period, Nepali goods used to be exported, and Nepali currency was
recognized and was in circulation, in Tibet as well. The excellence attained by Nepali arts and
engineering during the Malla period hints that the education system of that time was practical

and focused on producing skilled manpower.

Despite the foundation for economic development was laid with the unification of
several small princely states into Nepal, the country fell behind in economic and social
development due to political instability that followed the Kot massacre of 1846. The 104
years of Rana regime was characterized by a medieval, feudal and centralized governance
system, personal abuse of the state treasury, and minimal access of the people to basic needs
including education and health, and lack of attention to the infrastructure development. As a
result, Nepal gradually started falling behind in the economic activities that were being
expanded since ancient times. Although the procedures and the systems required for the
governance structure were initiated in the decade-long political transition period following the
advent of democracy in 1951, Nepal could not be developed as expected due to the lack of
governance system accountable to the citizens in almost three-decades-long party-less

Panchayat system.

The open political environment and economic reform measures in the post-1990s had
led to the expansion of economic activities. The development, however, was not as expected
due to the decade-long conflict that followed. The current Constitution of Nepal drafted by the
historical constituent assembly established by the People's Movement of 2006 has
institutionalized a federal democratic republic governance system and thereby opened the

avenue for achieving economic prosperity.

The Constitution of Nepal has set the national agenda as achieving good governance,

development, and prosperity while being committed to socialism that would be based on
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democratic values and norms. It has also provided a direction for ensuring prosperity,
economic equality, and social justice by putting an end to all kinds of discrimination by
eliminating the remnants of feudalism. The fundamental rights guaranteed by the constitution
and the provisions mentioned in the directive principles, policies, and obligations of the state
are also to be implemented. New governance arrangements and systems have created a basis
for nation-building through peace and stability. Building on this political and policy stability,
it is imperative to prepare the basis of development and prosperity by improving the living
standards of Nepali citizens so that this dividend of change can be received by the very

present generation and felt by the common people.

As per the international commitment, Nepal needs to achieve Sustainable
Development Goals (SDGs) by 2030. SDGs are being internalized and localized in the
development programs of the federal, provincial, and local levels as per the commitment of
leaving no one behind in all dimensions of development. As Nepal has been lagging in socio-
economic development compared to other nations of similar ranks in the past, it is imperative
to make giant strides in the pace of socio-economic development. It is necessary to reach the
level of a middle-income country by 2030 along with graduating to a developing country from

the ranks of a Least Developed Country by 2022.

After the elections held for the three levels of governments, the federal, provincial,
and local governments are all working towards the implementation of the constitution
standing on the plank of political stability. On the basis of constitutional mandate and
responsibilities, the three levels of government have the responsibility to make Nepal
prosperous and advanced by promoting freedom, sovereignty, geographical integrity, and
independence. It remains highly necessary to formulate a long-term vision to realize the goal
of ‘Prosperous Nepal, Happy Nepali” cherished by the current government. There is a need to
move forward through the sustainable and prudent mobilization of resources and learning
from the experiences of other countries that have achieved remarkable development during
the twenty-five year period by adopting a strategy of systemic reforms and efficient work

style.

While the three-year plans were being implemented during the period of transition,
with the formation of a stable government, the Fifteenth plan has been formulated for five



years with a Long-Term Vision of taking Nepal to the level of advanced countries by 2043
AD. The plan has been prepared with the objective of implementing the development policy
to cause the massive economic and social transformation to address the citizens’ expectations
of development and prosperity, to achieve rapid and high economic growth and to ensure

equitable distribution and redistribution.

The country’s topography, natural diversity, evolution and structure of the society,
civilization and diverse culture, language, optimum utilization of natural resources and means,
two emerging neighborhood economies, active human resources within the country, evolving
good relations at the international arena and the continuing macroeconomic stability — all have
stood as the pillars of economic prosperity. For good governance and development, it is
necessary to implement the plan in its entirety through the political determination and
willpower of the current government and the activeness and capability of the provincial and
local governments. To exploit this opportunity for achieving good governance, development,
and prosperity, the foundation for prosperity will be developed through the efficient

mobilization of the governance structures.

Policies, strategies, and programs have to be implemented in such a way that this plan
creates a basis for prosperity and happiness, and then the following two five-year plans will
accelerate the process of achieving them and the next two five-year plans thereafter will
ensure their sustainability balancing prosperity and happiness. This plan will also guide the

Long-Term Vision and periodic plans of the provincial and local levels as well.

1.2 Review of Planned Development

Nine five-year and five three-year plans have been implemented in Nepal during the
six decades of planned development. Despite several transformational changes occurred on
the political front in this period, achievements in economic, social, and modern transportation
and infrastructure development sectors have not been held as expected. Meanwhile, Nepali
people have become relatively more aware than in the past. Society has turned more modern.
The discrimination, inequality, and exclusion based on ethnicity, gender, and class have not
been fully eliminated, but are surely on the decrease. Important achievements have been made
in sectors including education, health, drinking water, and social security during this period.
In the infrastructure sector, significant progress has been achieved in road transportation,



communication and information technology, and urban infrastructure. There is, however, a
need for further efforts in remaining infrastructure areas including hydroelectricity and air
transportation. There is a need for result-oriented implementation through short term,
medium-term, and long term plans to address the growing expectation of the public and to

develop as a prosperous and advanced nation.

Despite the significant reduction in absolute and multidimensional poverty, a large
segment of the population remains under the poverty line. The trend of youth labor force
going abroad for employment due to lack of employment opportunities at home has still not
changed. The contribution of the industrial sector in the economy has reduced and the trade
deficit has remained high. Remittance has contributed to increasing the size of the economy
and causing sufficient foreign exchange reserves. Important achievements have been made in
the area of socio-economic development including social security, inclusion, and environment
protection. The goals set by the plan have not been achieved as expected in the areas
including economic growth, production and productivity, industrialization, quality education
and health, clean and pollution-free environment, and good governance.

1.3 Review of the Fourteenth Plan

The Fourteenth plan (FY 2016/17 — 2018/19) was formulated as the first plan after the
promulgation of the constitution by the historical constituent assembly. This plan had
envisioned building an independent, advanced, and socialism-oriented national economy by
becoming self-dependent in agricultural produce, medicine, and the energy sector. It had
targeted to reach the level of a middle-income country through becoming a public welfare
state with social justice. Additionally, it was the first periodic plan to make an attempt to
mainstream and internalize the goals of sustainable development. During the formulation of
this plan, a loss of 700 billion rupees to the economy was estimated due to the destructive
earthquake. An additional loss had to be suffered due to the long trade disruptions at the
southern border points. Even the environment of investment had been adverse due to this. The
Fourteenth plan was formulated to accelerate the post-earthquake reconstruction through
increased public investment, implement and managing federalism, and addressing the loss

suffered by the economy due to the trade disruptions at the southern border.



The Fourteenth plan was oriented towards moving the country forward on the way of
prosperity with sustainable development by implementing the vision of making the national
economy socialism oriented, self-dependent, free and advanced according to the direction of
development set by the constitution. Additionally, the objectives were to complete the
election of the federation, province, and local level and to build necessary laws and structures
for the implementation and management of federalism as the primary task for the

implementation of the constitution.

With the completion of the federation, province, and local level elections, the three-
level governments are now functional. Due to this, political stability has been achieved with
the ending of the political transitional period of a long time. The process of formulating rules
and structures in accordance with the list of powers/jurisdiction of the three levels of the
government has gained momentum. The Fourteenth plan was important also for ensuring
economic equality, good governance, development, prosperity, and social justice sought by
the country. Furthermore, fiscal federalism has been implemented and the environment for
investment has been friendly after the formation of a stable government with a public mandate
for stability. The plan has been successful in maintaining macroeconomic stability along with
removing the adversities seen in the economy due to the trade disruption at the southern
border points and the disastrous earthquake through fiscal policy and incentives.
Achievements such as increasing the linkage between the plans and the budgetary system and
putting into effect the Medium Term Expenditure Framework (MTEF) for strengthening and

making outcome-oriented the financial system were also made based on this plan.

The Fourteenth plan had intended for socio-economic transformation by expediting
poverty alleviation through productive employment-oriented high economic growth with
equitable distribution. Accordingly, against the targeted average economic growth of 7.2 per
cent, high economic growth of 6.9 per cent on average per year was achieved with 7.7 per
cent in the FY 2016/17, 6.3 per cent in the FY 2017/18, and 6.8 per cent in the FY 2018/19.
On a sectoral basis during this period, the annual average of total value added was 4.2 per cent
for the agricultural sector and 8 per cent for the non-agricultural sector. The size of the

economy in FY 2018/19 was 3 trillion 464 billion rupees.



The economy enjoyed a positive impact due to the favorable environment for
investment created because of investment-friendly economic policies, continuous
improvement in the electricity supply system, improvement in labor relations, and political
stability during the plan period. The entry of one million and 197 thousand tourists into Nepal
in the FY 2018/19 itself demonstrates the fact that the economy of the country is moving
towards a positive direction. Besides, a ground for the departure point of the country’s
development and prosperity has been built with such positive scenarios caused by
demographic dividend, investment-friendly environment, developed socio-economic

infrastructure, rapid reconstruction after the earthquake, and an increase in energy production.

During the plan period, the total government expenditure was NRs. 3 trillion 34.92
billion rupees. Public spending in the first, second, and third year of the plan has remained
31.3, 35.9, and 31.6 per cent respectively in proportion to Gross Domestic Product (GDP).
Inflation has remained at a minimum due to the rapid expansion of the economy than in the

past and proper coordination between fiscal policy and monetary policy.

The goal of increasing the Human Development Index (HDI) to 0.57 and life
expectancy to 72 years during the plan period has been partially met with HDI at 0.579 and
life expectancy at 70 years currently. The goal to increase the ratio of the population with
access to basic drinking water facility to 89 per cent, the net-enrollment rate at the secondary
level to 45 per cent, and the literacy rate of the age group 15 to 24 to 92 per cent have been
met with the rates standing at 89, 46 and 92 per cent respectively. Despite the notable
improvement in achieving the target of social indicators, it remains necessary to improve its
qualitative aspects. The major economic, social, and physical targets and progress of the

Fourteenth plan are presented in table 1.1.

Table 1.1: Economic, social and physical targets and achievements of the Fourteenth plan

Target .
S. Base Year Progress until
Indicator until FY
(2016/17) FY 2018/19
2017/18

Annual average economic growth rate (at basic
1 ) 0.8 7.2 6.9
prices, percentage)




Target

S Base Year Progress until
Indicator until FY
(2016/17) FY 2018/19
2017/18

Annual average growth rate of the agriculture

2 1.3 4.7 4.2
sector (percentage)
Annual average growth rate of the non-agriculture

3 0.6 8.4 8.0
sector (percentage)

4 | Annual average inflation (percentage) 9.5 7.5 4.6

5 | GDP per capita (in thousands) 79.4 116.5 117.5
Population living below the poverty line

6 21.6 17 18.7
(percentage)

7 | Human Development Index (HDI) 0.54 0.57 0.579

8 | Gender Empowerment Index 0.56 0.58 0.568

9 | Life expectancy (at birth, year) 69 72 69.7
Population with access to drinking water facility

10 83.6 90 89
(percentage)
Net enrollment rate at secondary level

11 37.7 45 46
(percentage)

12 | Literacy rate of 15-24 age group 88.6 92 92
Electricity generation (installed capacity,

13 Y9 ( pacty 85.1 2,301 1,250
Megawatt)

14 | Family with access to electricity (percentage) 74.0 87 88

15 | Irrigation (in 100,000 hectare) 13.9 15.2 14.7
Population with access to internet service (per

16 44.4 65 65.9

cent)

1.3.1 Macroeconomic Sector

Savings and investment

Gross Fixed Capital Formation (GFCF) has been gradually increasing in proportion to

the GDP during the plan period. Gross Fixed Capital Formation (GFCF) which was at 28 per
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cent of the GDP at the current price in the base year 2016/17 has reached 36.9 per cent in the
FY 2018/19 due to significant investment by the public and the private sector. The
government followed a fiscal policy of preventing the contraction of private-sector lending in
order to strengthen the financial system. As a result, there has been significant improvement
in lending. The share of GFCF of the public sector to the GDP has remained limited to 8 per
cent as against the target of increasing to 13 per cent. The ratio of GFCF of the private sector
to the GDP has reached 29 per cent in the FY 2018/19 from 21.6 per cent in the FY 2016/17.
GFCF from the private sector has increased during this period due to the investment in
construction, hotel, hydroelectricity, and civil aviation sectors. Capital formation of the public

sector couldn’t happen as expected in this period due to the low capital expenditure.

The target of gross domestic savings and gross national savings in proportion to GDP
to 10.8 and 45 per cent respectively was achieved with 20.5 and 52.4 respectively in the FY
2018/19. Due to a high increase in the income of the citizens, expansion of banking and
financial sectors, and adherence to appropriate tools related to savings mobilization and
investment, the share of savings has increased significantly in this period.

Government Finance

Government expenditure remaining at 26.3 per cent as a ratio of the Gross Domestic
Product in the FY 2015/16 has reached 31.6 per cent in the year 2018/19. In this period, the
ratio has increased by 6.7 percentage points in current expenditure, and by 3.4 percentage
points in capital expenditure. The growth rate of current expenditure as compared to capital
expenditure has increased due to the fiscal transfers at the local level, and an increase in social
security, salary and wages. Despite the overall increment in public expenditure, the ratio of
actual expenditure to the allocated amount remains low. The expenditure has been 78.5, 84.8,
and 84.4 per cent in the FY 2016/17, 2017/18 and 2018/19 respectively out of total budget
estimates. Implementation of the projects without adequate preparation, lack of timely land
acquisition, lack of timely awarding of contracts, procedural delays, scarcity of construction
materials and poor project management, and lack of coordination among stakeholders are the

major reasons behind low capital expenditure.



The annual growth rate of revenue had been 21.0 per cent on average during the plan
period and has reached 24.8 per cent of the GDP in the FY 2018/19. The high growth in
revenue during this period has been made possible by the implementation of several policies
and institutional reforms and actions of systems strengthening. However, challenges remain
regarding expanding the base of the taxation system and increasing the share of domestic

production-based revenue.

While foreign aid of NRs. 72.77 billion was mobilized in the FY 2016/17, NRs. 131.6
billion and NRs. 150.2 billion has been mobilized in the FY 2017/18 in the FY 2018/19
respectively. However, foreign aid was not mobilized as expected in the plan period. Delayed
implementation of the foreign-aided projects, lack of timely reimbursement, and a huge gap
between aid commitment and realization are some of the reasons behind the low mobilization

of foreign aid.

Total debt to be paid by the government of Nepal has reached NRs. 1047.1 billion
which stands 30 per cent in proportion to the GDP in the FY 2018/19 with the external loan of
NRs. 594.6 billion and an internal loan of 453 billion rupees. The public debt has not been
mobilized as expected in the plan due to the allocated amount not being spent and the low
financial progress of the projects implemented with foreign aid.

Monetary sector

While the target was to limit the annual average inflation rate at 7.5 per cent during the
plan, the annual average had remained at 4.4 per cent. The annual average growth rate of the
price of food items and non-food goods and services had remained respectively at 2.5 per cent
and 5.3 per cent. Inflation has remained low during this period due to the improvements made
in the management of imports and the effect of low inflation in India and also around the

globe.

The broad money supply that had increased by 19.5 per cent in the FY 2016/17 has
increased by 16.4 per cent on annual average during the plan period. The net foreign asset has
reduced by 16.4 per cent in the FY 2018/19. Currency reserve which had increased by 20.1

per cent in the base year of the plan has only increased by 8.1 per cent in the final year.



Financial sector

During this period while the annual growth rate of the lending to the productive sector
was targeted to be 20 per cent, the lending to the private sector has expanded by 19.4 per cent
in the final year of the plan. Lending to the private sector has increased due to the expansion
in the activities of the private sector including reconstruction. The total number of branches of
banks and financial institutions (BFIs) has reached 8,686 with 3,585 branches of commercial
banks, 1,267 branches of development banks, 205 branches of financial companies, and 3,329
branches of microfinance institutions. It shows that, each branch of the banks and financial
institutions has to be serving 3,363 people, on an average. By the end of the FY 2018/19, the

branches of commercial banks have reached to 735 local levels.

Capital Market

Stock market capitalization has reached 1567 billion rupees in the FY 2018/19. While
the NEPSE index had remained at 1,718 points at the end of the FY 2015/16, it fell to 1,259
by the end of the FY 2018/19, and the number of listed companies has reached 218. NEPSE
index has gone down due to reasons including an increase in capitalization because of
sanctioning of rights shares and debentures, distribution of bonus shares, and increase in

interest rates of commercial banks.

Foreign trade

Despite the plan’s objective of reducing the trade deficit through export promotion,
import management, tourism promotion, and development of energy, the deficit has increased
continuously during the plan period. In the FY 2016/17, 2017/18 and 2018/19 imports
increased by 28.0, 25.5, and 13.9 per cent respectively whereas exports increased by 4.2, 11.1,
and 19.4 per cent respectively during the same period. The trade deficit has reached 38.1 per
cent of the GDP in the final year of the plan, FY 2018/19. Foreign exchange reserve that
supports the import has gradually decreased with the high trade deficit. While the foreign
exchange reserve remaining in the FY 2015/16 could support the import of goods and services
for 14 months, for 11 months in the FY 2016/17 and for nine months in the FY 2017/18, the
reserve remains sufficient only for 7.8 months in the FY 2018/19. The export-import ratio has

increased due to the absence of an increase in the production of exportable goods, lack of
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quality and competitive capacity of the produced goods, and soaring import of petroleum

products and transportation items.

Cooperatives

The number of cooperative institutions has reached 34,763 and their share capital
stands at 77 billion in the FY 2018/19. Significant progress has been made in the total savings
and loans by the cooperative institutions. In the FY 2018/19, cooperative institutions have
total savings of 346 billion rupees and loan investment of 333 billion rupees. Progress in goals
such as employment generation, women participation, cooperatives run by women, operation
of small and medium cooperative enterprises, and cooperative farming scheme, however, has

not been significant.

1.3.2 Thematic Sectors
A. Economic sector

Agriculture, food security and irrigation

While the targeted growth rate for the agriculture sector in the FY 2016/17, 2017/18
and 2018/19 was 4.5, 4.7, and 4.9 per cent respectively, the actual growth rate, however, was
5.2, 2.8 and 4.8 per cent respectively. The target was met in the FY 2016/17 due to the
increase in the production of food grains such as rice, wheat, and corn. Production of these
food grains increased due to the reasons including the timely onset of monsoon, increase in
agricultural commercialization, an increase in the availability of chemical fertilizers, and
expansion of the irrigation facility. While the country is becoming self-reliant on vegetables,

expected growth has not been achieved in the production of fruits.

While the target was to produce 2 million 31 thousand Metric Tons (MT) of milk in
the FY 2016/17, 2.2 million 96 thousand MT in 2017/18 and 2.5 million 94 thousand in
2018/19, 1.9 million 11 thousand MT (94 per cent), 1.9 million 91 thousand MT (87 per cent)
and 2 million 93 thousand MT (80.7 per cent) milk has been produced respectively. Likewise,
while the target for meat production in the above consecutive years was 344 thousand MT,
379 thousand MT, and 417 thousand MT respectively, 332 thousand MT (96 per cent), 347
thousand MT (91 per cent), and 346 thousand MT (82 per cent) respectively have been
produced. While the targeted production of eggs was 1350 million, 1450 million, and 1570
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million pieces respectively, it has been met by the production of 1350 million (100 per cent),
1470 million (101 per cent), and 1510 million (96 per cent) egg pieces respectively. The
country has become self-reliant in eggs while it is moving towards self-reliance in milk and
meat. The growing attraction of farmers in animal husbandry and agriculture-friendly
government policies have been the major reasons behind this. The target was achieved
because of the increase in agricultural products and improvement in food storage due to

improvement in transportation in the remote areas.

Only 85 per cent of the targeted land in the FY 2016/17, 71 per cent of the targeted
land in the FY 2017/18, and 92 per cent of the targeted land in the FY 2018/19 were provided
with the irrigation facility. Geographical complexity, difficult topography of the land, lack of
progress in water transfer, and multipurpose reservoir projects as anticipated and the damage
to irrigation infrastructures due to natural disasters were the major reasons for the lack of

progress as expected.

Rehabilitation of about 27 thousand freed bonded laborers (Kamaiyas) and about 7
thousand freed agricultural bonded laborers (Haliyas) has been completed. The task of
distributing grants in purchasing land, constructing, and repairing houses to the freed Haliyas
has not progressed as per the target.

Forest management

In the FY 2018/19, 44.74 per cent of the total land was found covered by forest area.
Out of this, the area covered by dense forest remains at 40.36 per cent while the area covered
by protected forest has increased a bit. During the plan period, 45 industries based on forest
produce have been established and are under operation. A significant increase in forest-based
enterprises and the production of timber and firewood has helped in the collection of the
revenue. The challenge however remains for fulfilling the internal demand by appropriate

utilization of the forest and contributing to the growth of employment and income generation.

Industry

The contribution of the manufacturing industry in the GDP has reached 5.6 per cent in
FY 2018/19. The number of industries and industrial investment has increased significantly.
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The investment has increased due to the improvement in electricity supply in recent years and

increased confidence of investors.

Supply

The target of transporting 16.8 thousand MT food grains has been overachieved with
the transportation of 18.4 thousand MT (109 per cent). While the target was to transport about
94 thousand quintals of salt, transportation of 84 thousand quintals (89 per cent) of salt has
been made possible. While the target was to reach the storage of 25 thousand MT on average
in the national food security store, it has reached 15 thousand MT (60 thousand).

Tourism

While the arrival of 701 thousand external tourists took place in the base year 2015/16,
this number increased by 71 per cent in the FY 2018/19 to reach 1 million 197 thousand.
Political stability, reconstruction, and restoration of tourism structures damaged by the
earthquake, expansion of international air service, and an increase in the number of airports

operable all year round and at night have played a major role behind this achievement.

B. Social sector
Education

Progress in net enrolment, retention and dropout rates, and gender parity has been as
per the target. In FY 2018/19, the rate of net-enrollment at the basic level (grade 1 to 8) has
reached 93 per cent. The rate has reached 46 per cent at the secondary level (grades 9 to 12).
This has been made possible due to specifically targeted programs operated for the poor,
especially the expansion and development of scholarships, lunch, free education, technology,

education infrastructures, etc.

Health

The progress on the targets of reducing infant, maternal, and child mortality rates has
remained mixed. While the target was lowering the infant mortality rate (per thousand live
births) to 20, it was lowered to 21. The mortality rate of children less than five years (per

thousand live births) has been reduced to 39 only while the target was to reduce it to 30.
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Likewise, the maternal mortality rate (per thousand live births) has been limited to 239 while

the target was to reduce it to 145.

Drinking water

The progress towards making basic drinking water and sanitation facility available to
all has been encouraging. The facility of basic drinking water has reached 89 per cent of the
population while the target was to reach 90 per cent of the population. Altogether 99 per cent

of families have benefitted from the basic sanitation facilities.

Youth

The progress towards the achievement of the goal of all-round development in the
country through the proper mobilization of the youth is satisfactory. As many as 1,415 youths
have received the skills and leadership development training from the National Youth Council
while the target was to provide the training to 1,500 youths. In FY 2018/19, about 17
thousand youths have become self-employed with the help of the Youth Self-employment
Fund.

Sports

During the plan period, 11 cricket grounds have been built. Altogether 32 covered
halls are under construction while the target was to construct 28 covered halls. Currently,
there are 240 playgrounds under construction as the target was to construct at least one
playground in each constituency. The progress towards getting the best players participating
in the national and international level training by including them in the national team has been

satisfactory. 15 thousand players have been trained each year.
C. Infrastructure sector

Energy

The target has been underachieved in the expansion of electricity generation capacity
while the target has been overachieved in the expansion of transmission lines, leakage control,
and access to electricity. By FY 2018/19, the total electricity generation (installed capacity)

has reached 1,250 Megawatt. As a result of the improvement made in electricity transmission
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lines and management and leakage control, the leakage rate has dropped to 15.3 per cent in
the FY 2018/19 from 26 per cent in the FY 2015/16. Additionally, the per capita electricity
consumption has reached 245 kilowatt-hours with an increase in the generation of
hydroelectricity and the population having access to the national transmission line. The
achievement in electricity generation has been at minimum as compared to the target due to
reasons including delay in reconstruction after the earthquake, inconsistencies and disputes
with the contractors, the issue of required land acquisition and compensation, lack of timely
approval for felling trees and frequent transfers of staff.

Roads

The length of the existing strategic road network has reached 13,448 km by FY
2018/19. Out of that 6,979 km are blacktopped, 2,277 km are graveled and 4,192 km are
earthen roads. Significant achievements have been made in road construction, upgrading,
reconstruction and strengthening, periodic and regular maintenance, and construction of
bridges during this period. Achievements have not been as expected on major programs such
as the reconstruction of the road structures damaged from the earthquake, expansion of basic
road network, development of major highways, development of major commercial and
important roads linking the North to the South, development of major roads linking bilateral
trade gateways, strengthening of roads in the valley and access roads to Kathmandu valley

and tunnel construction.

Railways

Tracks of 42 km have been opened and detailed project reports for the 1,003 km
Mechi — Mahakali electrical railway (with the North-South link line) have been prepared. The
progress has not been as expected as per the target due to lack of adequate experience as well
as technical and financial resources, legal and policy ambiguity for the development of

railways, and no effective coordination.

Information and communication

Targets have been overachieved on important indicators of information and
communication such as access to a telephone, mobile, Internet, radio, and television. The ratio

(per 100 people) of the population to the distributed telephone line has reached 137 in the FY
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2018/19. During the same period, access to Internet service has reached 65.9 per cent of the
population. Access to mobile service has reached 90 per cent territory of the country. National
transmission of Nepal Television and Radio Nepal has respectively reached 72 and 86 per
cent of the population. The work of providing broadband Internet service to all municipalities,
rural municipalities, ward offices, educational institutions, health institutions, etc. has been

initiated.

Housing and urban development

The construction of 9 thousand 8 housing units and 18 government buildings have
been completed during the plan period while the target was to construct 13 thousand housing
units and 60 government buildings. Likewise, 31 integrated settlements are in the phase of
development while the target was to develop seven model settlements with infrastructures.
While this plan had targeted for carrying out programs including public housing, government
building construction, integrated government building construction, one city one identity, and
development of the smart city, food green city, corridor city, and smart village, the

achievements have not been as expected.

Science and technology

By the end of the FY 2018/19, the number of students pursuing technical subjects in
higher education has reached 23 per cent and 100 research fellowships have been made
available. Likewise, 950 DNA database has been prepared in the period. As many as 7
thousand employments have been generated with the establishment of 10 study centers. It is
necessary to conduct special programs in science education at the school level based on the
capacity and performance of the school so that the student scientists are produced and the

youth exodus is prevented.

Reconstruction

Construction of more than half of the government buildings, school building, and
health institutions buildings supposed to be reconstructed after the earthquake has been
completed and the remaining are under construction. However, only a limited progress has
been made in the construction of archaeological heritage and the buildings of security forces.

Regarding private housing construction, about 95 per cent of the earthquake-affected
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households have already signed the grant agreement for house construction. The
reconstruction work couldn’t be completed as expected due to reasons including lack of

sufficient experience regarding reconstruction, insufficiency of resources, etc.

1.3.3 Crosscutting Sectors

Gender equality and inclusion

The state has accepted gender-based violence as an obstacle to equality and
empowerment and various policies, plans, and programs have been carried out for its
elimination. The Code of Conduct for Sexual Harassment, 2074 (2017) has been implemented
for the prevention of violence against women and girls. The allocation ratio of the gender-
responsive budget in the national budget aimed to directly benefit the women has reached
37.4 and 38.6 in the FY 2017/18 and 2018/19 respectively. It is necessary to systematically
address the issues related to the security and welfare of women, children, persons with

disabilities, and senior citizens.

Labor and employment

Participation in the labor force of the total population aged 15 years or above has
reached 38.5 per cent. The number of people going for foreign employment has come down
by 4.7 per cent, 9.3 per cent, and 32.6 per cent in the FY 2016/17, 2017/18 and 2018/19
respectively. Remittance income is received in about 56 per cent of households. Remittance
income has remained 633.4 billion rupees, 755.6 billion rupees, and 879.3 billion rupees in
the FY 2016/17, 2017/18 and 2018/19 respectively. It is necessary to identify, produce, and

promote competitive goods and services to generate employment within the country.

Social security

The population affiliated to the social security program has reached 17 per cent in FY
2018/19 and the government allocation for social security has reached 11.7 per cent of the
total budget. Contribution-Based Social Security Act, 2074 (2017), and Social Security Act,
2075 (2018) have been enacted. Contribution-based social security program has been
implemented for the social security of laborers. In order to address the social security of the

unemployed people, the Prime Minister’s Employment Program has been initiated. The
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program guarantees a minimum of 100 days of employment or the provision of a subsistence
allowance for the people who have been listed as unemployed at the local levels. The
participation of employers from the private sector also has increased in the social security
fund.

Disaster management

Details of the structural damage by the earthquake have been prepared by collecting
and updating the data from the earthquake-affected 31 districts. The National Reconstruction
Authority has provided mason training to more than 40 thousand people in the FY 2018/19.
Disaster Risk Reduction and Management Act, 2017 and Post Disaster Recovery Framework
(PDRF) have been formulated in order to take forward all the disaster management activities
in an integrated manner through effective coordination and management of protection of the
public, private and personal property, natural and cultural heritage and physical structure and

livelihood of the general public from natural and non-natural disasters.

Local development

The efficacy of the service delivery has grown at the local level with the completion of
the local level elections. The development activities including the construction of local
infrastructure have been accelerated. Following the formulation of the guidelines, working
procedures for making the service delivery and functions of the local governments more
effective and easier, the local levels have started providing services to the people. It remains
necessary to enhance the organizational structure, manpower selection and management,
sufficient fund transfer, regular monitoring and evaluation, and coordination mechanism of

the local level.

Peace and security

The National Security Policy, 2073 (2016) has been approved and implemented. The
monitoring work of the urban transportation system and criminal incidents has been started
through CCTV cameras in different cities. Work related to identity card distribution has
started in 15 districts with the beginning of 65 thousand 461 identity card distribution in
Paanchthar district and employees inside the Singha Durbar. Details of 2 million 879
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thousand beneficiaries have been updated and registration work of personal events online is

going on from 2,356 ward offices.

Good governance

This plan had intended to make the service delivery and development process effective
by making the administration clean, result-oriented, accountable, and transparent. The Civil
and Criminal Codes have been formulated and implemented for the overall improvement of
the justice administration. Workforce management and capacity development related work
have begun based on the workload of the judiciary. However, the achievement has not been as
expected concerning the formulation of the law related to performance agreement with
indicators, formulation of the code of conduct of the civil servants' trade union, management
audit of the several central and district level offices providing public services. Adoption of
information technology in the entire judiciary and making justice delivery more organized

remain as major challenges.

Fiscal good governance

Various reform programs including budget and expenditure control system, Nepal
Public Sector Accounting Standards, Public Procurement Act, Revenue management, and
Integrated Revenue System have been implemented during the plan period. As a result, out of
the arrears of 222.53 billion rupees in FY 2015/16, 52.91 billion has been settled and the
arrears currently stand at 169.62 billion rupees. The arrears of the FY 2017/18 have reached
377.48 billion rupees. In the FY 2017/18, auditing of 5 billion 715 million and 100 thousand
rupees of 747 local levels were carried out and arrears worth 35.9925 billion were
accumulated. Effective implementation of the Financial Management Information System and
Treasury Single Account (TSA) is necessary to reduce the confusion regarding the financial
connection between the federal government and the local levels.

Ensuring certainty in the initiation and completion as well as the cost of development
activities through improvement in project management, establishing proper coordination
among new governance structures, widening the scope of financial means and resources are

some of the goals that have not been achieved. Similarly, the economic reform process has not
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been able to take significant strides, and the fiscal discipline and the budget implementation

system are still weak.

Learning from the implementation of the previous plans, it is imperative that a system
of prioritizing the programs and projects based on the return of resources and means has to be
developed to improve project management. Emphasis has to be given on the implementation
of infrastructure construction, governance reform, and fiscal federalism focusing on
development and prosperity and gradual implementation of the constitution by prioritizing the
plans and programs based on available resources and means. Development of the backward
areas and communities, provincial balance, the building of self-reliance, rapid economic
growth, and equitable distribution has to be taken forward. It is also necessary to pay attention
to urban development, science and information technology, research and development, and
human resource development, as well as in the development of agriculture, energy, minerals,

and the tourism sector.

1.4 Review of Implementation of the Sustainable Development Goals

The United Nations General Assembly had declared the SDGs in September 2015
with the commitment of transforming the world between 2016 and 2030 and leaving no one
behind in all dimensions of development. According to the declaration, 17 goals, 169
quantitative goals, and 232 universal indicators have been determined. Commitments such as
health and education for all, and ending poverty and hunger through participatory, rights-
oriented, and equitable development in all nations of the world are covered in the SDGs.
Likewise, areas such as gender equality, clean water for all, access to energy for all,
employment promotion, economic growth, industry, infrastructure development, and
sustainable urbanization are also covered. In this way, mainly three dimensions of social,

economic, and environmental sectors are included in the SDGs.

Nepal had started internalizing the SDGs since the launch of the Fourteenth plan by
implementing it in accordance with the country’s economic, social, and environmental
contexts. The arrangement has been made for the budget coding to the programs and projects
in accordance with the SDGs while formulating budget and programs. Since the FY 2017/18,
the projects have been prioritized by building SDGs-commensurate indicators to give high

priority to the projects that would assist in achieving SDGs even under the Medium-Term
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Expenditure Framework (MTEF). The provincial and local planning guidelines have been
developed to incorporate the SDGs into these plans for facilitating the attainment of the goals.
Accordingly, programs related to capacity development have been conducted to internalize
SDGs in provincial and local plans and programs.

The National Planning Commission has prepared different strategies and reports
regarding the SDGs. The initial national report was published in 2015. Updating the report,
“Nepal - Sustainable Development Goals: Status and Roadmap: 2016- 2030” was published in
2017. Similarly, a voluntary national review report was prepared and presented to the United
Nations High-Level Political Forum in 2017. These documents have provided policy
guidelines for the SDGs implementation as well as facilitated their internalization into the

development planning system of the country.

The Needs Assessment, Costing, and Financing Strategy for Sustainable Development
Goals, prepared by the National Planning Commission has estimated the financial resources
required for implementing the SDGs in Nepal and has identified the potential areas for
resources. According to the report, it is estimated that Nepal requires annual 2025 billion
rupees on average to implement the SDGs. Out of that, the annual average amount NRs. 1111
billion from the government sector, NRs. 739 billion from the private sector, NRs. 87 billion
rupees from the cooperative and non-governmental sector, and NRs. 88 billion from the
households sector is estimated to be necessary for investment. There will be an annual
average shortfall of NRs. 585 billion consisting of NRs. 218 billion and 367 billion from the
government and private sector respectively. To meet the above shortfall, domestic measures
such as progressive taxation and improvement in tax administration to widen the tax base,
encouragement of private and other sectors for investment, and effective public-private
partnership system as well as, the mobilization of foreign aid and investment have been
considered necessary. Furthermore, the scope of financing will need to be enlarged by
preparing the basis for mobilization of additional resources from the federal, provincial, and

local levels during the stages of implementation of fiscal federalism.

The policy, legal, and institutional architecture has been created to make the
implementation of SDGs effective and systematic. Draft of the new Statistics Act has been
prepared to develop a credible and consolidated statistical system and a national strategy of
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the statistical system has been prepared and implemented. Similarly, national and provincial
monitoring and evaluation guidelines and SDGs indicators of the provincial level have been
identified and implemented. A High-level steering committee chaired by the Prime Minister,
an SDGs Implementation and Monitoring Committee coordinated by the Vice-Chair of the
National Planning Commission (NPC) and a Thematic working committee coordinated by the
Members of the NPC have been formed for the implementation and monitoring of the SDGs.
These committees will guide the implementation, monitoring, and evaluation of the plans,
programs, policies, and financing related to the SDGs. The parliament has an important role in
formulating and updating the necessary laws for facilitation and regulation of the effective
implementation and monitoring of the SDGs. A Sustainable Development and Good

Governance Committee has already been active in the parliament for this purpose.

The government of Nepal has been developing and adhering to the defined framework
and system of monitoring and evaluation to achieve the set target of policies, programs, and
projects and to address any potential weaknesses that could be witnessed during the
implementation. These instruments will monitor and evaluate the SDGs as well as solve the
issues that may come across during the implementation. There must be a strategic partnership
among the government, private sector, cooperative sector, community, and development
partners as the achievement of the goals of sustainable development will not be possible with
the single efforts of the government alone.
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Chapter 2: Long-term Vision 2043

2.1 Background

The country has achieved political stability with the completion of the federal,
provincial, and local level elections. National goals need now to be determined with the long-
term vision of rapid economic development and prosperity based on political stability. This
long-term vision foresees the graduation from the least developed country (LDC) to a
developing country by 2022 by achieving income growth, formation of quality of human
capital, and reducing economic vulnerabilities. It also envisages graduating to an upper-
middle-income country by 2030 by achieving the SDGs. The vision is focused on building an
equitable society based on social justice. The goals defined in this vision will be achieved by
focusing investments on transformative programs through the mobilization of internal and

external resources as well as through the development of the allied sectors of the economy.

2.2 Need for a Long-term Vision

The Constitution of Nepal follows a long struggle and sacrifice by the people of Nepal
leading to a federal, democratic, and republican governance system, and has paved the road to
sustainable peace, good governance, development, and prosperity. This. With political
stability achieved in the country, people aspire for an improvement in living standards,
including a modern, resourceful, and happy life. The government formed after the
parliamentary elections has introduced policies and programs with this Long-Term Vision.
This incorporates the path of development specified in the constitution and the commitments
made by political parties during the election. A long-term vision backed by a strategic
roadmap is needed to implement short- and medium-term development plans geared towards
meeting the government’s commitments and people’s expectations in terms of prosperity and

progress.

The Vision supported by long-term development strategies will help build a socialism-
oriented and prosperous economy by ending any obstacles to development and putting an end
to all kinds of discrimination, exclusion, and deprivation. The Vision is also needed to

incorporate the development centric vision of the constitution into periodic plans, strengthen
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the federal system, promote partnership among public, private, and cooperative sectors, and

move ahead as a united and inspired nation.

The 25-year Vision has been formulated to make Nepal a developing country within
the first three years; to attain the SDGs by ending absolute and multidimensional poverty by
2030 and graduate to a middle-income country and to reach the level of developed countries
by 2043.

2.3 Roadmap for the Long-term Vision

The current development agenda consists of good governance, development, and
prosperity. This will require balanced regional development; inclusion; and protection,
promotion, and utilization of natural resources to eventually create dignified work and
employment. The roadmap includes steps towards building a prosperous, self-reliant, and fast-
growing economy based on the strengthening of socialism-oriented welfare state and
mobilization of all available resources and means. The Constitution defines social, economic,
cultural, and environmental rights including education, health, employment, housing, food
security, social security as fundamental rights. The Vision will be focused on creating the
foundation for a socialism-oriented economy to guarantee the rights to food security, equality,
clean environment, dignified life, and freedom from exploitation and discrimination. Equally,
the inclusion of women, Dalits, and other disadvantaged groups in state structures, as well as
guarantee to public services such as education, health, food, housing, employment, and social

justice, will also be emphasized under the Vision.

Nepal is a geographically diverse country embodying multiethnic, multilingual, multi-
religious, and multi-cultural attributes. These attributes need to be considered to promote
diversity in the design of the development. Our economy must be competitive for us to be
able to benefit from globalization and the high growth in both of our big neighbors.
Additionally, it requires the implementation of federal economic policies to increase
production and productivity while expanding the economy also bringing the informal

economy into the formal sector.

State policies on development will be based on the concept of the welfare state. Equal

rights, equal opportunities, security, and respect for all will be guaranteed. Public, private, and

24



cooperative sectors will have important roles in building a socialism-oriented economy based
on democratic values and beliefs. National capital will be formed by promoting public-private

partnerships and public-private-cooperative partnerships to meet any investment shortfall.

The goals of prosperity and happiness are divided into three stages under this Vision.
The first stage will be important for creating the foundation of prosperity and happiness.
Economic, social, and physical infrastructures need to be created in this stage for high
economic growth. Massive investment will be needed for physical infrastructure
development, including transport, energy, irrigation, information technology, and
communication, etc. The state will play a major role in increasing production and productivity
by developing quality infrastructure. For this, most of the national pride projects and game
changer projects will be completed within the first five years. Health and education will
gradually be brought under the state’s responsibility, and reforms will be initiated in the
existing system to ensure both access and quality. The Fifteenth Plan will be the first plan to

create a foundation for prosperity and happiness.

The second stage will be the stage for rapidly achieving the indicators of prosperity
and happiness. In this stage, two five-year plans (after the Fifteenth plan) will be
implemented. Based on the strong foundation created by the Fifteenth plan, rapid and high
economic growth will be achieved during this period. During this process, fairness and justice
will be maintained while distributing the benefits of development. By the end of this ten year
period, Nepal will have graduated to a middle-income country oriented to achieving high-

income status.

In the third stage, sustainability will be achieved maintaining balance among the
indicators of prosperity and happiness. The remaining two five-year plans under the long-term
vision will be implemented in this stage. Social justice along with double-digit economic
growth on average will be achieved during this period. At the end of the period under this
Vision, the economy will be self-reliant, independent, and prosperous. Additionally, the path
to socialism will be characterized by optimum mobilization of available resources, reduced

economic inequality, and equitable distribution of development benefits.
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2.4 Long-term Vision

‘Prosperous Nepal, Happy Nepali’

A prosperous, independent, and socialism-oriented economy with a happy, healthy,

and educated citizens enjoying equality of opportunities, dignity, and high standards of living.

2.5 Long-term National Goals

1. Prosperity

2. Happiness

1.1  Accessible

intensive connectivity

modern infrastructure and

2.1 Well-being and decent life

1.2 Development and full utilization of human

capital potentials

2.2 Safe, civilized and just society

1.3 High and
productivity

sustainable production and

2.3 Healthy and balanced environment

1.4 High and equitable national income

2.4 Good governance

2.5 Comprehensive democracy

2.6 National unity, security, and dignity

2.6 Long-term National Strategies

1. To achieve rapid, sustainable and employment-oriented economic growth,

2. To ensure affordable and quality health care and education,

3. To

cities/settlements,

develop internal and

international

interconnectivity and sustainable

To increase production and productivity,

To provide a comprehensive, sustainable and productive social security and

protection,

To build a just society characterized by poverty alleviation and socio-economic

equality,

To conserve and utilize natural resources and improve resilience, and
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8. To strengthen public services, enhance balanced provincial development, and promote

national unity.

2.7 Drivers of Transformation

To achieve national goals by implementing the strategies under the Long-Term

Vision, the following drivers of socio-economic transformation have been identified. These

drivers will also be considered as priority areas of the long-term vision and resources will be

allocated accordingly. While formulating future periodic plans, these priorities will be

reviewed and updated as needed.

1.

The high-quality and integrated transport system, information technology and

communication infrastructure, and massive networking,

Quality human capital and entrepreneurial work culture and full utilization of potential,
Growth in hydroelectricity production and promotion of green economy,

Increase in production, productivity, and competitiveness,

Development and expansion of quality tourism services,

Modern, sustainable and systematic urbanization, housing and settlement development,

Development and strengthening of the provincial and local economy and expansion of

the formal sector,
Guarantee to social protection and social security and

Governance reform and good governance.

2.8 Enablers

The following areas have been identified as support sectors for the effective

performance of the drivers of transformation towards achieving the goals of the long term

vision:

1. Political commitment to the Constitution, democracy, and development,

2. Demographic dividends and civic awareness,
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3. Geographic location as well as natural diversity and abundance of natural resources,
4. Socio-cultural diversity and unique identity,

5. Social capital and Nepali diaspora spread around the world,

6. Clean and renewable energy,

7. Goodwill of friendly nations and the international community, and

8. Federal governance and fiscal federalism.

2.9 Scenarios for Long-term Vision and Quantitative Targets

High economic growth is necessary for achieving the national goals under the Long-
Term Vision. A preliminary target of 10.5 per cent average annual economic growth has been
estimated for this period. The annual average growth rate for agriculture is estimated at 5.5
per cent. Growth rates for industry and service sectors have been estimated at 13 per cent and

10.9 per cent respectively.

Consistent with the targets of economic growth during the period, the share of
agriculture sector in GDP is estimated to decline from 27 per cent to 9 per cent in the final
year of the Vision period. On the other hand, the share of the industry sector will increase
from 15.2 per cent to 30 per cent, and the share of the service sector will also increase from
57.8 per cent to 61 per cent. With this, a large proportion of the workforce will be transferred
from agriculture to industry and services. Within the next 25 years, Nepal is, thus, likely to
see huge structural and qualitative changes in the economy as a result of significant expansion

of industry and service sectors.

In 2018/19, the base year of the Long-Term Vision, Nepal’s per capita income was
1,047 US dollars. Nepal will graduate from an LDC to a developing country by 2022 and to a
middle-income country by 2030 by achieving the SDGs. In 2043, Nepal will be established as

a high-income country with a per capita national income of 12,100 US dollars.

In addition to the drivers of transformation and support sectors, the following elements

have been considered as the main basis for achieving the aforementioned goals:
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The need for high and sustainable economic growth to achieve the state’s policy

and fundamental rights
The situation of an economic prosperity oriented policy and political stability.

Favorable environment for increasing investments from public, private, cooperative

and community sectors with macroeconomic stability. .
Optimum utilization of demographic dividends and natural resources.

Increase in production and productivity by enhancing knowledge and skills as well

as using capital, technology, infrastructure and energy.
A national commitment to achieving SDGs by 2030.

Strengthening project bank, projects preparation, and monitoring and evaluation

(M&E) for expediting the implementation of development programs.
The gradual transformation of the informal economy into a formal economy.

Needs for reforms including the introduction of a one-window system, to attract

foreign investment in national priority areas.

10. Development of a knowledge economy and prosperity.

The major quantitative targets of the Long-Term Vision are presented in Table 2.1 below:

Table 2.1: Major quantitative targets of the Long-Term Vision

S. Status in FY | Target for
National goals, targets and indicators Unit
2018/19 FY 2043/44
1. | Economic growth (average) Per cent 6.8 10.5
2. | Contribution of agriculture sector in GDP Per cent 27.0 9.0
3. | Contribution of the industry sector in GDP Per cent 15.2 30.0
4. | Contribution of the service sector in GDP Per cent 57.8 61.0
5. | Per capita national income US dollar 1,047 12,100
6. | Population under the poverty line (absolute poverty)! Per cent 18.7 0
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S. Status in FY | Target for
National goals, targets and indicators Unit G S ovEN

7. | Population in multi-dimensional poverty? Per cent 28.6 3

8. | Gini coefficient® based on property Coefficient 31 0.25

9. | The ratio of the richest 10% and the poorest 40 Ratio 1.3 11
population (Palma ratio)*

10. | Labour force participation rate force (above 15 years) Per cent 38.5 72

11. | Share of the formal sector in employment Per cent 36.5 70

12. | Electricity generation (installed capacity) Megawatt 1,250 40,000

13. | Households with access to electricity Per cent 88 100

14. | Per capita electricity consumption Kilowatt- 245 3,500

hours

15. | Families with access to motor transport within 30 Per cent 82 99
minutes of travel

16. | National and provincial highways (up to two lanes)” Kilometers 7,794 33,000

17. | National highways (more than two lanes, including Kilometers 96 3,000
fast tracks)

18. | Railroads Kilometers 42 2,200

19. | Population with access to the internet Per cent 65.9 100

20. | Life expectancy (at birth) Years 69.7 80

21. | Maternal mortality (per 100,000 live births) Headcount 239 20

22. | The mortality rate of children under five years ( per Headcount 39 8
1000 live births)

23. | Underweight children under five years® Per cent 27 2

24. | Literacy rate (above 15 years)* Per cent 58 99

25. | Net enrolment rate at the secondary level (9-12) Per cent 46 95

26. | Gross enrolment rate at higher education Per cent 12 40

27. | Population with access to improved drinking water Per cent 21 95
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S. ) o ) Status in FY | Target for
National goals, targets and indicators Unit
2018/19 FY 2043/44
28. | Population covered by basic social security Per cent 17 100
29. | Gender development index® 0.897 0.99
Index
30. | Human Development Index® 0.579 0.760
Index

Source: 1. Nepal Living Standards Survey; 2. Multidimensional Poverty Report, 2018; 3.
Nepal Demographic and Health Survey, 2016; 4. National Census, 2011; 5. Human
Development Report, 2019.

“Black-topped roads only.

Notes:
i) While estimating and setting the above-mentioned targets for the Long-Term Vision,
the goal of attaining the status of a high-income country in the next 25 years and the
development experiences of other countries have been considered.
ii) Zero per cent of poverty indicates the level of poverty below 1 per cent.

iii) The aforementioned targets will be reviewed while formulating future periodic plans.

2.10 Macroeconomic and Sectoral Vision

A. Macroeconomic sector

The major objective of macroeconomic policy will be to ensure equitable distribution
by achieving high economic growth supported by increased production and productivity.
Attaching high importance to the roles of private, cooperative, and community sectors in the
economy, the policy will emphasize maximum mobilization and utilization of available
resources. Savings mobilization and domestic investment will be prioritized for national
capital formation. Investments will be focused on industrialization to increase the contribution
of productive sectors in the structure of the economy. The business cost will be reduced by
improving the investment environment, including reforms in all processes and systems
ranging from the registration of industries to exit from the business. To manage imports and

promote exports, financial incentives will be provided for foreign investment technology in
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productive sectors based on value addition in forward and backward linkages. The
formalization of the economy will be expedited through strengthening integrity,
accountability, and competition in all activities of the economy. Increased use of information
technology, improved financial access for businesses, and reforms in the tax system will
support this process. Fruits of economic development achieved through a sustainable

mobilization of available resources will be equitably distributed.

The national tax base will be protected through economic growth and equity-friendly
tax policy, and the base and scope of taxation will be widened. Direct tax and service delivery
will gradually form the base for tax revenue. Social security tax will be initiated. Corporate
income tax rates will be reviewed to make them competitive with the tax system of
neighboring countries. Vertical and horizontal equity will be ensured in the personal income
tax. Customs rates will be reviewed to protect national industries without increasing the cost
of the economy. Tax efficiency will be improved by widening the base of value-added tax
according to the principle of tax neutrality. Authorities at federal, provincial, and local levels
will be encouraged to adopt a growth-friendly tax system while determining tax rates.

Macroeconomic stability will be maintained while implementing fiscal federalism and
utilizing the fiscal space. Revenue surplus will be increased to finance development.
Investment in infrastructure will be increased for the expansion of economic activities and
industrialization. Allocative as well as operational efficiency will be achieved in public
expenditure, and investment will be focused on productive sectors and the expansion of
economy. The investment will be increased in capital formation by adopting appropriate
modalities under the public-private partnership framework. This will help to meet the high
demand for public investment. Austerity measures will be taken to keep recurrent expenditure
within limits. Foreign and internal debt will be mobilized in productive sectors. Foreign aid
will be accepted as program, project, and budget support. Appropriate measures will be
adopted in financial management to reduce foreign exchange risks. The latest accounting
standards and book-keeping systems will be adopted to promote transparency in financial
accounting and reporting in both the public sector and the private sector. This will minimize

any financial risks.
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Appropriate policy and institutional measures will be taken to make the pricing policy
consumer-friendly. Prices of essential goods and services under the responsibility of the state
will be determined based on costs. In other sectors, the competitive market will determine
prices. Monetary policy will be consistent with fiscal policy and will ensure stability in the
financial sector. The cost of financial intermediation will be reduced gradually. Concessional
loans will be available in productive and employment-centric sectors. Citizens’ savings and
investment risks will be minimized by strengthening the regulation of the financial sector.
Access to finance will be ensured and an electronic payment system will be implemented in
its entirety. Timely reviews will be carried out in foreign exchange policy. Depending on
feasibility and appropriateness, capital account convertibility will be introduced gradually so
that sufficient foreign investment could be attracted. This will also enable Nepali to invest
abroad.

The insurance business will be expanded to cover all citizens. Subsidies will be
provided in insurance premiums in the areas of social security and investments made towards
the increase of production and productivity. The capital market will be developed by
undertaking motivational measures and strengthening the capacity of regulatory bodies. The

cost of the digital economy will be reduced by developing infrastructure for its promotion.

B. Economic sector
1. Agriculture, forest and natural resources

Agriculture, forest, land, and other natural resources remain important sectors for
economic development and prosperity in Nepal. The country will internalize lessons and good
practices undertaken in the past and achieve prosperity and development within the next 25
years through sustainable development in this sector.

During this period, the agriculture sector will be made competitive, sustainable, self-
reliant, and export-oriented through the development of scientific, commercial, market-driven,
and consumer-oriented agricultural practices. Agricultural production and productivity will be
increased through cooperative and collective farming. Modernization, mechanization, and
industrialization of agriculture will be carried out to ensure food and nutrition security. These

will be based on research and appropriate institutional arrangements. Specialization in
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agricultural labor and production and diversification in market and consumption of
agricultural commodities will be done through sustainable agricultural system including
climate adaptation based on science and technology and biodiversity. The right to food and
food sovereignty will be guaranteed, and farmers will have access to a contributory pension
system. To attract the youth, agriculture will be transformed into a technology-friendly,
mechanized, professional, highly rewarding, and dignified occupation. The agriculture sector
will be made more productive through the provision of financial incentives and the supply of
inputs. Additionally, farmers will have the right to farmland.

The population dependent on agriculture is estimated to be at 20 per cent in the
coming 25 years. This will help in addressing disguised unemployment in the agriculture
sector and also in increasing the productivity of the sector. Agriculture will be developed as
an industry driven by modern technology modernization and commercialization. The organic
matter content of the soil will have reached 5 per cent, and all arable land will have access to
irrigation. The seed replacement rate of major crops will be more than 55 per cent. The
productivity of land will have reached 9,500 US dollars per hectare with agricultural laborer’s
productivity reaching 13,000 US dollars per laborer. Severe food insecurity and food poverty
will be reduced to zero. Production of comparatively profitable crops based on organic
farming will have a major share in agricultural trade. The country will be self-reliant in

agriculture and livestock, and agricultural exports will have increased significantly.

Sustainable forest management and ecological balance will lead to economic
prosperity and also generate a sense of happiness among people. The forest area will be
maintained at 45 per cent, but its contribution to the economy will significantly increase
during the vision period. All protected areas will be developed as quality tourism destinations
by protecting biodiversity. The existing conservation-focused forest management practices
will change in favor of sustainable use of forest and equitable distribution of benefits
generated through such use. To get maximum benefits from the forest, communities will be
allowed to manage 75 per cent of the national forest. The agroforestry will be optimally
utilized to improve the quality of agricultural land and increase its productivity achieved by
managing watersheds and protecting the environmental system. A total of 130 million cubic

feet of wood will be sustainably produced every year, and benefits generated from lumber
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industries will be distributed equitably. A significant increase in forestry and herbal products
will result in a 10 per cent share of these products in total exports with at least 1.5 million jobs

created in these industries.

Maximum utilization and management of land will be done through the
implementation of land use plans based on the classification of land at all local levels. The
land-use policy will be reviewed to utilize the land for agriculture, food security, urban
development, and disaster management. Credible, reliable, and effective geo-information will
be made available through the use of modern maps and geographical information technology.
Approximately 1.5 million landless and marginalized families will be settled by appropriately

identifying and managing all types of geo-relations.

A policy of increasing irrigation in cultivable land will be adopted while utilizing the
country’s water resources in the coming 25 years. Reliable irrigation will be available for 2.2
million hectares of cultivable land during this period. Additionally, floods and landslides will
be controlled and managed at major river banks. Updated information will be disseminated
from internationally comparable stations for measuring ecological systems and climate
change. Data related to water resources and energy will be collected, managed, and
disseminated effectively. Significant improvements will have been made in achieving
ecological balance through integrated watershed management, which will minimize the

impact of climate change on the availability and use of water resources.

2. Industry, commerce, supplies and tourism

The industry sector is an important foundation for economic prosperity. The long-term
vision for this sector is to focus on sustainable, employment-centric, and high-return industrial
investments to achieve economic development. Components of development of the industry
sector during this period will include the creation of industrial infrastructure, an increase in
production and productivity, the creation of additional employment opportunities, promotion,
and development of industries supported by local labor and skills. Additionally, this sector
will help increase exports and manage imports. Foreign investment and technology will be

attracted to this purpose.
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Strong industrial environmental will be created through the development and
promotion of industrial infrastructures such as cross-border economic zones, industrial zones,
industrial corridors, special economic zones, industrial villages, and cottage industry villages.
Dynamic industrial development will have taken place between the federal and provincial
levels as well as between provinces concerning the development of the industry sector.
Exports will have significantly increased with the competitiveness of industrial products
enhanced by forwarding and backward linkages in a technology-friendly industrial sector.
Findings from research and studies will have been utilized for industrial development.
Innovation will be promoted by protecting intellectual property rights. Special emphasis will
be given to research on mines and mineral industries. To materialize this vision, the
government will play the role of a motivator, facilitator, and regulator whereas the private
sector will have the leading role.

The trade sector will be a major driver of overall economic development. Multilateral
trading systems, regional and bilateral trade agreements, globalization, interdependence, and
connectivity have created additional opportunities in trade. Long-term policies and programs
have been developed in this sector for export promotion, import management, and economic

prosperity.

The Long-Term Vision for this sector consists of significant growth in production and
productivity, the rapid development of trade infrastructure, identification of goods and
services with comparative and competitive advantages, growth and diversification of trade,
use of local skills, and capital as well as advanced technologies. Additional measures for trade
facilitation will be adopted to reduce the cost of production and transit. Institutional capacity
will be strengthened for the utilization of opportunities created by multilateral, regional, and
bilateral trade agreements. Policy and institutional arrangements for water transport will be
strengthened to bring down the costs of exports and imports. Trade diplomacy will be
strengthened by enhancing Nepal’s negotiation capacity. Trade-in services will be promoted
and capacity related to e-commerce will be enhanced. Overall, the trade balance will be
maintained through export promotion and import management by making arrangements for

the easy availability of Nepali goods and services in the world market.
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Every consumer has the right to quality goods and services. The Long-Term Vision
for the supplies sector is to develop an effective, accessible, self-regulated, and responsible
supply system and to protect the rights of consumers. During this period, the management of
the entire supplies sector will be focused on promoting and protecting constitutional rights.
For this, policies, laws, and rules related to supplies will be improved and effectively
implemented. Also, infrastructure related to supplies will be developed and a competitive

supply system promoted.

An affordable and accessible storage and distribution system for basic and essential
goods will have been developed making the supplies sector transparent and competitive.
Enough food and essential goods will be stocked up to use during outbreaks and crises. The
policies and programs of this sector will be implemented to make the supplies system reliable,
accessible, transparent, and competitive. This will be achieved through guaranteed food
security, effective market monitoring, policy, and legal reform, institutional capacity building,

and procedural improvements.

Nepal enjoys high comparative advantages in tourism due to its unique natural and
cultural heritage and diversity. The long-term vision is to make Nepal an attractive, safe,
friendly, and fun-filled tourist destination. Nepal will be established as one of the major
attractive touristic destinations in the world. Additionally, private investment in tourism
infrastructure will be promoted by identifying and diversifying new tourism destinations.
Tourism services will be made very good, safe, and reliable by using the latest technology in
tourism infrastructure. Tourism promotion efforts will use the opportunities created by unique
tourism destinations, natural beauty, spiritualism, ancient knowledge/and philosophy, and,
biodiversity. These efforts will have significantly increased tourist arrivals and employment

opportunities leading to significant improvements in people’s living standards.

Cultural heritages will be related to economic activities and their benefits will be
provided to the people. Identity and uniqueness of all ethnicities and religious communities
will be recognized, and regional and local cultures and traditions will be protected and
preserved. Nepal will thus be known as a socially and culturally rich destination country in
the world. The tourism sector will make a significant contribution to the economy, and will

also have a major share in the overall employment in the country.
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C. Social sector

Efforts at social development will be focused on ensuring the rights of citizens
guaranteed by the Constitution without discriminating based on descent, religion, race,
ethnicity, gender, economic status, language, region, ideology, or any other factor. The social
sector will especially contribute to achieving the SDGs. Social justice, development, and

prosperity will be achieved through social security and protection.

Emphasis will be given to building a society of healthy, resilient, productive, and
happy citizens to achieve the long-term vision of “healthy citizens for a prosperous country”.
The fundamental rights of citizens regarding health will be guaranteed as mandated by the
Constitution. A healthy lifestyle will be promoted ensuring equitable access to, and use of,
quality health services. As part of this, health will be incorporated into other sector policies.
During this period, the life expectancy of Nepali will have reached 80 years with

opportunities for a healthy, strong, and active life.

A system for quality education will be developed for an individual’s all-round
development and socio-economic transformation through education. School dropouts for any
reason will come to an end. The research will be carried out on the traditional knowledge and
skills of local communities. They will then be integrated with modern knowledge and skills.
Youths will be involved in scientific research in coordination with educational institutions,
government ministries, and private industries. Public investment will be significantly

increased to produce human resources based on projection.

Health, education, skills, and technology development centers will be established and
operated based on population, geography, and community needs. Professional as well as
technical education and skills-oriented training programs will make all youths and adults a
productive force. They will be able to compete professionally at national and international
levels. Research-based education will be emphasized to develop higher education institutions
as centers for knowledge production. A roadmap will be prepared and implemented for the

development of science and technology, including its application.

Nepal’s identity will be established as a country promoting gender equality by

increasing women’s contribution to economic prosperity. This will involve the
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implementation of different activities related to gender equity and women empowerment. An
environment will be created for women to lead a dignified life where all kinds of
discrimination, violence, abuse, exploitation, and exclusion against women will have ended.

A gender-responsive governance system will also be institutionalized.

Child rights will be guaranteed as per Nepal’s international obligations. A child-
friendly society will be built by ending all kinds of physical and psychological violence,

discrimination, abuse, exploitation, and neglect against children and adolescents.

All kinds of discrimination, poverty, and inequality prevalent in society will be ended
to improve existing arrangements for economic equality, prosperity, social justice, and social
security and protection. All citizens will be provided with opportunities for a decent and
dignified life. For this, individuals and communities living under the condition of poverty,
social exclusion, and gender discrimination will be provided access to measures for improving

resilience, development opportunities, and participation.

D. Infrastructure sector

The infrastructure sector is a prerequisite for development. It plays an important role
in expediting the entire socio-economic transformation of the country. Infrastructure will
directly contribute to building an equitable, inclusive, and employment-oriented society as the
sector is also a driver of long-term development. This sector will have a major role in creating
a widely affordable and accessible and modern infrastructure, an indicator of economic
prosperity. Additionally, it can play a key role in materializing deep interconnectivity and
increasing production and productivity sustainably.

The first stage of this Long-Term Vision will prioritize the development of the
infrastructure sector. During this stage, infrastructure projects under construction will be
completed and transformative projects will be identified, selected, and implemented in time
following pre-determined quality standards. Building on the achievements of the first stage,
the second stage will achieve rapid progress in the expansion of quality services, including in
other programs for economic and social development. In the third stage, sustainability will be
achieved along with balanced development attained as a result of the infrastructure created in

earlier stages.
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Participation and investment of private and cooperative sectors are inevitable for the
infrastructure sector. Public-private partnerships and public-private-cooperative partnerships
will be highly prioritized as physical structures developed under such partnerships are based
on the use of very good management techniques, including quality management. They help
realize sustainability with balance. Safe, reliable, affordable, and quality infrastructure will be
created by developing subsectors including energy, transportation (roads, water transport,
railroads, air transport, and ropeways), communication, and urban development in a
coordinated manner. They will be comparable to international standards. The professional
capacity of construction entrepreneurs and consultants from the infrastructure sector will be

developed to contribute to domestic capital formation.

The negative impact of infrastructure on climate and the environment will be
gradually reduced by increasing the consumption of clean energy within the country. The
generation of the estimated additional energy, energy mixing, and effective transmission and
distribution systems will help achieve this. During this period, 35,000 megawatts of
hydroelectricity and 5000 megawatts of alternative energy will be produced to increase per
capita energy consumption from 245-kilowatt hour to 3,500-kilowatt hour. Its contribution to

the economy will be significant.

The overall development of the transportation sector will build a strong and reliable
foundation for socio-economic transformation in the country. The development and expansion
of transport services and infrastructure will be taken forward in a planned manner to meet the
long-term needs of the transport sector. Socio-economically sustainable transport
infrastructure will be created following international standards. Roads of strategic importance
including Kathmandu-Tarai Madhesh fast track, East-West highway, and North-South
highways will be built and expanded from four lanes to eight lanes following the Asian
Highway Standards and brought into operation. Transport infrastructure including trains,
water, and air transports, cable car, and ropeways will be developed as part of an integrated
transport system. Development of mass transit systems (metro rail, light rail transport, fast bus
service trams, trolley bus service) in urban areas will be emphasized based on needs, available
investments, and return on investment. Reliable train and water transport services will bring

down transportation costs and also support regional and international connectivity. The latest
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technologies will be used in construction and maintenance. Operations will be characterized

by managerial efficiency and quality of services.

Air transport will be developed and expanded as a fast and reliable means of
international and regional transport connectivity. Given Nepal’s unique geo-location, air
transport infrastructure will be developed to promote tourism and also increase direct access
for Nepal’s exports to the world market. In line with the Long-Term Vision for the air
transport sector, the domestic air transport network will be constructed, expanded, and
upgraded to make air transport more competitive and reliable. Additionally, air gateways for
international flights to enter Nepal will be expanded, and at least one internal airport in each
province will be upgraded into a regional airport. Emphasis will be given to increasing the

share of Nepali airlines in the international market.

In the communications sector, institutional capacity will be strengthened, and all
accessible technologies will be used maximally, including the promotion of integrated digital
service. The concept of a Digital Nepal will be fully implemented. This will involve the
implementation of multidimensional aspects of digital transformation, including the use of
information technology for promoting good governance. Beautiful cities will be developed as
a response to the increasing urbanization in Nepal. In this context, emphasis will be given to a
planned, environment-friendly, disaster-resistant, safe, inclusive, infrastructure-focused, and
economically dynamic way of city planning. Cities developed in this way will also attach high
importance to protecting and preserving cultural and archeological heritage. Urbanization will
be linked to increased employment generation and economic activities by connecting it to

production and productivity.

The infrastructure sector will have radically changed during this period. The country
will be at an advanced stage in the consumption of clean energy. All settlements will have
access to motor transport. 75 per cent of all roads will be upgraded into paved all-weather
roads. Additionally, express transport services will have been operational between the federal
capital province capitals. Air, rail, and water transport systems will have been expanded and
connected internationally. The distance between a human settlement and the market will have
been reduced to a maximum of 30 minutes of travel on a motor vehicle. The whole population

will have access to a means of modern communication. The communications sector will make
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a significant contribution to good governance, development, and economic prosperity, with
communication technologies being used extensively in all public and private transactions.
Dense cities, new cities, and urban corridors will be developed systematically to increase

economic activities, economic dynamism, and employment opportunities.

E. Democracy and good governance

During this period, an appropriate democratic environment will be created for all
citizens to effectively exercise their constitutional rights. This will be based on the
implementation of federal democratic governance system; provision of civil liberties, the
exercise of fundamental rights, respect for human rights; adult suffrage; free, fair, inexpensive
and fearless periodical elections; complete press freedom; independent, impartial and
competent judiciary; and application of the concept of the rule of law. Fundamental
democratic values and principles will be institutionalized. The democratic governance system
will have been strengthened based on direct popular participation, inclusion, and social
justice. This will happen together with the democratization of the conduct and behavior of

existing state institutions.

Citizens’ access to quality public services will be ensured by developing and
expanding the electronic governance system backed by the latest technologies. This will make
service delivery processes fast and easy. The governance system will be accountable,
transparent, responsible, participatory, competitive, inclusive, ethical, and self-disciplined.

Citizens’ freedom, right to a dignified life, and right to equality will be upheld. A
peaceful, egalitarian, and inclusive society will be built through institutional development and
strengthening of constitutional and legal structures related to human rights and social justice.
Additionally, the fundamental rights guaranteed by the Constitution will have gradually been
implemented, and human rights will be reflected in the arrangements adopted for social

justice.

F. Crosscutting Sector

Crosscutting issues will affect long-term achievements under this Vision, directly or
indirectly. Accordingly, policy and structural reforms will be introduced to reap benefits

realized in one sector as a result of changes and benefits in another sector in cross-cutting
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issues related to social, economic, political, and environmental aspects to be addressed by
policies, plans, and programs of the state. All workers will be brought under the social
security system by gradually formalizing the informal sector through the provision of
dignified employment for all. Significant improvements will be made in production and
productivity, as well as income and living standards by enhancing the capacity of workers and

improving industrial relations.

An equitable and just society will be built by bringing most citizens under a
contributory social security system, with the sustainable management of funds related to
social security. Livelihoods opportunities and social protection will be provided to people
with disabilities (PWDs) and to the helpless and destitute, who can’t eke out a living for
themselves let alone contribute to social security. Additionally, social protection will be
provided towards the exercise of fundamental rights, including employment, food security,
health, and education. Plans will be formulated to manage all kinds of disasters with

institutional systems developed at federal, provincial, and local levels for this.

Youth entrepreneurship will be developed in a technically efficient and innovative
manner. Investments will be made to create an appropriate environment for inventions and
innovation. A self-regulated mechanism with legal and institutional powers will be in place
for protecting intellectual property rights. Funds will be set up to encourage young
entrepreneurs to take risks. Entrepreneurship development centers will be established in
cooperation with the private sector. The number of patents, designs, geographical indications,
industrial designs, utility models, trademarks, and copyrights registered from Nepal in the

worldwide database of the World Intellectual Property Organization will have increased.

All local governments will promote greenery in at least 10 per cent of land under their
jurisdiction. The quantity of air pollution (PPM 2.5) in all cities will be less than 30
micrograms per cubic meter within the next 25 years. Plants using the latest technology will
be established in large cities and industrial areas for waste management. Disposable waste
will be processed into organic fertilizers to be used in agriculture. Greenhouse gas emissions
will be reduced. Additionally, real-time data will be available on the environment. During this
period, clean energy will gradually replace mineral energy eventually limiting its
consumption to 50 per cent.

43



Investment of up to 2.5 per cent of the GDP will be made in science, technology, and
research for using evidence to achieve prosperity by developing good, creative and
analytically skilled human resources for this, reforms will be introduced in the education
system to promote research and development. Additionally, researches and development will
be encouraged with protection provided for creativity and creations. The findings from the
research will be utilized to improve the quality of goods and services offered to the people.

The data management system will be strengthened for research and development.

7. Poverty, inequality and provincial balance

During this period, all types of poverty, discrimination, and exclusion will be ended,
and the wide economic disparity in society will be reduced significantly. The existing
absolute poverty rate of 18.7 per cent will be reduced to 4.9 per cent by 2030; this will be
ended by 2043. Targeted programs will be implemented to bring down the rate of
multidimensional poverty from the current 28.6 per cent to below 6 per cent by 2030 and to
below 3 per cent by 2043. Likewise, the Gini coefficient derived from consumption

expenditure and property ownership will be progressively reduced.

State mechanisms will be activated towards reducing inequality and ending poverty.
They will implement legal and institutional provisions to enable the exercise of
constitutionally guaranteed fundamental rights. Programs targeted at poor and low-income
citizens will be implemented in cooperation, collaboration, and coordination with all levels of
government. Support will also be mobilized through the private sector, non-governmental
sector, cooperative sector, and the community sector. Poor people will have access to
education, health, and employment opportunities, including skills development training,
educational programs, and self-employment training. A high concentration of the means of
production among a small segment of population will not be allowed. This will enhance the
access of poor people to the means of production. Policy and institutional arrangements will
be made by federal, provincial, and local governments to implement programs and projects
targeted at reducing poverty and inequality. Strategies and programs for increasing production
and productivity will be adopted and the coverage of social security expanded. Reservation
and /positive discrimination will also be adopted.
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During this period, inequality and imbalance among provinces in overall development,
including socio-economic development, will be reduced. Strategies for equitable development
in provinces will be adopted to create a sense of ownership and respect for the country among
ordinary citizens. Residents of all provinces will share the fruits of development equitably and
experience improvements in living standards. Policies of positive discrimination, reservation,
and special/targeted programs will be implemented to promote equal access to, and
representation of all citizens in, available resources and opportunities as mandated by the
Constitution. Province 2, Karnali, and Sudur Pashchim look relatively weak based on
indicators related to consumption, property ownership, human development, poverty,
education, health, housing facilities, and nutrition, etc. Effective strategies will be adopted for
bringing them at par with other provinces. Balanced development of physical, social, and

economic infrastructure will be attempted in all provinces based on the development index.

Based on an updated review of all the aspects of inequality among provinces, fiscal
transfer, revenue sharing and the use of natural resources will be linked to the latest data and
evidence. Provinces and local governments will be encouraged to replicate good development
practices adopted by other governments and. levels will be encouraged towards imitating the
good practice of development adopted by one participate in healthy competition to launch
development campaigns. Governments at the federal, provincial, and local levels will further
promote coordination, cooperation, and collaboration to reduce provincial inequality and

imbalance.
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Chapter 3: The Fifteenth Plan
(Fiscal Year 2019/20 — 2023/24)

3.1 Background

The Constitution of Nepal has envisioned building an advanced, self-reliant, and
socialism-oriented economy. In the same vein, the Fifteenth plan has set a vision for
achieving a rapid and balanced economic development as well as prosperity, good
governance, and happiness of the citizens. This will be the first plan to achieve the targeted
objective through collaboration with private, cooperative, and community sectors and
efficient intergovernmental fiscal management among the three tiers of governments in the
federal structure. This plan will create the basis for attaining prosperity, happiness, and
socialism-oriented economy fruit of which will hopefully be enjoyed by the current
generation itself. The Fifteenth plan has been formulated with the aim of upgrading Nepal
from a least developed country to a developing country by 2022 and achieving the SDGs by
2030 to lift Nepal to the level of a middle-income country through an increase in income

level, development of a quality human capital and the reduction of economic risks.

During this plan period, the available resources will be optimally mobilized in order to
achieve economic growth that promotes productive employment generation, fair distribution,
and social protection and security. For this, the investment will be focused on making
economic activities more expanded and dynamic. The private, cooperative, and community
sectors will be mobilized by making them complementary to each other. The economy will be
oriented towards structural change by making it production and employment-oriented and
self-dependent through investment, productivity growth, and entrepreneurship promotion
from these sectors. The plan will be implemented so as to achieve the economic, social, and
environmental and good governance-related targets based on cooperation, coexistence, and
coordination principle among the federal, provincial, and local levels according to the federal
structure. The plan will be oriented towards building an equitable society based on social
justice. The plan has emphasized increasing the size of the national economy by focusing

investment in the areas that are considered drivers of transformation through the mobilization
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of contributing sectors of the economy and internalizing the commitments made at the
international and regional levels. This plan will focus on building the basis of economic
prosperity and citizens’ happiness through coordination between the works of the three levels
of government and mobilization of internal and external resources as well as

intergovernmental finance.

3.2 Challenges and Opportunities

The task of achieving equitable economic prosperity and qualitative improvement in
citizens’ lives is full of challenges. For this, it is necessary to ensure rapid economic growth
by building modern infrastructures and quality human capital. A significant amount of
resources are required to end the absolute and multidimensional poverty and to substantially
reduce income inequality. Likewise, planned urbanization, integrated and safe settlement
development, development of rural infrastructures, increase in consumption of clean energy,
and development of information technology also remain equally important. Enhancing
production and productivity through commercialization of agriculture and forest products,
expansion of the industrial sector, and increasing the quality of the service sector are equally
challenging. The task of utilizing demographic dividends by increasing opportunities for
productive employment through the development of skilled human resources and healthy and
educated citizens, and maintaining macroeconomic stability with the efficient implementation

of fiscal federalism is arduous as well.

A huge amount of means and resources are required for the achievement of the SDGs
and the gradual implementation of fundamental rights guaranteed by the constitution. The task
of building a just society by providing social security and protection and creating the
environment for a decent and dignified livelihood of common citizens is difficult. In addition,
achieving climate adaptability and resilience through minimization of disaster risks also
remain equally daunting. The task of estimating the cost of means and resources, their
distribution, and the management of manpower and institutional arrangements required by the

three levels of government in order to fulfill their responsibilities also remains challenging.

The country's move towards the direction of economic prosperity with social justice
caused by institutional stability and functional governments at the federation, province, and

local level and the competitive spirit seen in the province and local level governments in the
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areas of sustainable development, prosperity, and good governance point to the plenty of
available opportunities. Additionally, there is also a high potential for utilizing the available
demographic dividend for the development of the country through the formation of human
capital. Likewise, creation of a favorable environment for investment through the
mobilization of supportive sectors of the economy and identification of the drivers of
economic transformation, improvement in the public service delivery due to an increase in
capital expenditure and its quality because of the fiscal transfers to the provincial and the local
levels, potential for enhancing employment, income generation, and the national production
along with poverty reduction through the development of the local economy as well as
multidimensional use of natural, geographical, biological, environmental and socio-cultural

diversities are some of the other available opportunities.

There is a huge potential for contribution to the domestic capital formation through the
mobilization of cooperative and community sectors in the productive sectors and
enhancement of the private sector's investment, professionalism, and competitiveness. During
the plan period, an increase in the size of the economy through the investments made in
driving sectors of the economy and game changer projects and the equitable distribution of
the results can contribute towards the formation of an equitable society. There is a possibility
of increasing public investment through the expansion of the financial scope of the internal
resources. There is a possibility of mobilizing the necessary investment for capital formation
through intergovernmental partnerships and public-private partnerships. Additionally,
commitments made by bilateral and multilateral development partners provide assurance of
the resources. The expansion of services due to the development of economic, social, and
physical infrastructures will contribute towards growth in the production and productivity of
the economy. It will help in achieving prosperity by maintaining macroeconomic stability

through productive employment generation, export growth, and import management.

3.3 National Goal
The Fifteenth plan will provide a basis for achieving the Long-Term Vision of
“Prosperous Nepal, Happy Nepali”. Accordingly, the national goal of this plan is to create a

basis for upgrading Nepal to the status of a high-income country by transforming it into a
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socialism-oriented welfare state with a prosperous economy, social justice, and improved

living standards.

3.4 Major Quantitative Targets

Quantitative national goals and targets for prosperity are presented in table 3.1.

Table 3.1 National goals, targets and indicators of prosperity

Status in | Target for
S. N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
1. | High and equitable national income
1.1 | High income at the level of an industrial nation
1.1.1 | Economic growth rate (at the basic price) Percentage 6.8 10.3
1.1.2 | Per capita Gross National Income US dollar 1,047 1,595
1.2 | End of poverty
1.2.1 | Population under the poverty line (absolute poverty)! | Percentage 18.7 95
13 Share of the lower 40 per cent of the population in
national income
131 Ratio of the upper 10 per cent and lower 40 per cent Ratio 13 128
population in income
1.3.2 | Gini coefficient based on property? Coefficient 0.31 0.29

Sources: 1. Estimation of the FY 2018/19 of the Central Bureau of Statistics; 2. Nepal Demographic
and Health Survey — 2016.
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Table 3.1 (Continued)

Status in | Target for
S. N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
2 Development and full utilization of human capital
2.1 | Nepali with healthy and long lives
2.1.1 | Life expectancy (at birth) Years 69.7 76
2.1.2 | Maternal mortality rate (at per 100,000 live births) Number 239 99
213 Child mortality rate under five years (at per 1,000 Number 39 Y
live births)?
2.1.4 | Adolescent reproduction (Under 19 years) Percentage 13 6
95 Citizens with quality, employment-oriented and
practical education
2.2.1 | Literacy rate (above 15 years)® Percentage 58 95
2.2.2 | Youth literacy rate (15-24 years)® Percentage 92 99
2.2.3 | Net enrollment rate at the basic level (1-8) Percentage 93 99
2.2.4 | Net enrollment rate at the secondary level (9-12) Percentage 46 65
2.2.5 | Gross enrollment rate at the higher education Percentage 12 22
Population of working age groups with trainings in
220 tecrr:nical and professig:)nil a?reasIo : Percentage 3 >0
2.3 | Productive and decent employment
2.3.1 | Labor force participation rate (above 15 years) Percentage 38.5 49
2.3.2 | Share of formal sector in employment Percentage 36.5 50
3 Accessible modern infrastructure and intensive
connectivity
3.1 | Accessible, safe and modern transportation
3.1.1 | Road density km/km? 0.55 0.74
3.1.2 | National and provincial highways (up to 2 lanes)* km 7,794 20,200
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Status in | Target for
S. N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
National highways (above 2 lanes, including fast
3.1.3 km 96 1,174
tracks)
3.1.4 | Railways km 42 348
3.2 | Access and connectivity to infrastructures
Families with access to transportation within the
321 ) Percentage 82 95
distance of 30 minutes
3.2.2 | Families with access to electricity Percentage 88 100
3.2.3 | Population with access to internet Percentage 65.9 80

Source: 2. Nepal Demographic and Health Survey — 2016; 3. National Census, 2011

Note: *Only blacktopped roads.
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Table 3.1 (Continued)

Status in | Target for
S.N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
4 High and sustainable production and productivity
4.1 | Sector-wise contribution to the economy
4.1.1 | Primary sector (agriculture, forest and mines) Percentage 27.6 23.0
Secondary sector (manufacturing, industries,
412 o . Percentage 14.6 18.1
electricity, gas and water and construction)
4.1.3 | Tertiary sector (service) Percentage 57.8 58.9
4.2 | Production and consumption of clean energy
4.2.1 | Electricity generation (installed capacity) Megawatt 1,250 5,820
] o ) Kilowatt
4.2.2 | Per capita electricity consumption H 245 700
our
4.3 | Balance of trade
4.3.1 | Export of goods and services (Ratio with GDP) Percentage 9.0 15.7
4.3.2 | Ratio with GDP) Percentage 50.8 51
4.4 | National and sector-wise productivity
o In 1,000
4.4.1 | Labor productivity 184.6 276
rupees
. - . MT per
4.4.2 | Agriculture productivity (major crops) 3.1 4
hectare
4.4.3 | Irrigable land with all year-round access to irrigation | Percentage 33 50
4.4.4 | Expenditure per tourist (per day) US dollar 48 100

The quantitative national goals and targets of happiness are presented in table 3.2.
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Table 3.2 National goals, targets, and indicators of happiness

Status in | Target for
S.N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
5 | Well-being and decent life
5.1 | Healthiness and satisfaction of citizens
5.1.1 | Human Development Index! Index 0.579 0.624
5.1.2 | Civic Satisfaction Experience index* Index 4.7 5.1
5.1.3 | Population under multidimensional poverty? Percentage 28.6 115
5.1.4 | Underweight children below five years® Percentage 27 15
- Families-households within 30 minutes’ distance of | Percentage 49 80
access to health centers
5.2 | Safe and comfortable housing
5.2.1 | Population living in safe housing Percentage 40 60
- Population with access to basic drinking water Percentage 89 99
facility
503 Pop-)tflation with access to improved drinking water Percentage ” 40
facility
53 Equitable access or ownership over physical and
modern properties
5.3.1 | Families living in self-owned housing* Percentage 85.3 89
5.3.2 | Population investing in securities/bonds Percentage 4.4 20
6 | Safe, civilized and just society
61 Society with no discrimination, violence and
crime
6.1.1 | Gender Development Index* Index 0.897 0.963
6.1.2 | Gender Inequality Index! Index 0.476 0.39
6.1.3 | Women suffering from physical, psychological or Percentage 24.4 13
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sexual violence in their lifetime

Ratio of investigation to registered incidents of )
6.1.4 ] ] ] ] Ratio 88.9 100
crimes including gender violence

6.2 | Socio-cultural diversity

6.2.1 | Schools teaching in the mother tongue Number 270 324

6.2.2 | Sites listed in the World Heritage List Number 10 12

6.3 | Social security and protection

6.3.1 | Population covered by basic social security Percentage 17 60

6.3.2 | Social security expenditure in the national budget Percentage 11.7 13.7

Sources: 1. Human Development Report — 2018; 2. Multidimensional Poverty Report, 2018; 3. Nepal
Demographic and Health Survey - 2016; 4. National Census — 2011
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Table 3.2 (Continued)

Status in | Target for
S.N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
7 Healthy and balanced environment
7.1 | Pollution free and clean environment
Ratio of renewable energy in total energy
7.11 ] Percentage 7 12
consumption
Microgram
7.1.2 | Average level of air pollution (PPM 2.5) per cubic 50 40
meter?
- Ecological balance and sustainable utilization
| of national resources
Trees per
7.2.1 | Forest density 430 450
hectare
) Cubic ft.
7.2.2 | Wood production 194 300
(100,000)
7.3 | Climate change adaptability
Local levels that have prepared and implemented
7.3.1 ) Number 217 460
the adaptation plan
8 | Good governance
8.1 | Rule of law
8.1.1 | Rule of Law Index® Index 0.54 0.58
8.1.2 | Global Competitiveness Index® Index 51.6 60
8.1.3 | Ease of Doing Business Index’ Index 63.2 68
8.1.4 | Travel and Tourism Competitiveness Index® Index 3.3 3.8
8.2 Public integrity, transparency and
| accountability
8.2.1 | Corruption Perception Index® Index 34 41
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Settlement of complaints received through “Hello
8.2.2 Sarkar” Percentage 48.9 98
arkar

Ratio of unregistered (informal) establishments
8.2.3 ] Percentage 49.9 10
out of total establishments

Ratio of economic establishments with
8.2.4 | bookkeeping out of total registered Percentage 52 70

establishments

9 | Comprehensive democracy

9.1.1 | Participation of voters in elections Percentage 68.67 72
9.1.2 | Case decisions/verdicts Percentage 56.5 60
9.1.3 | Implementation of decisions/verdicts Percentage 39 60

Source: 3. Nepal Demographic and Health Survey — 2016; 5. Rule of Law Index — 2018; 6. World
Economic Forum (Global Competitiveness Report) — 2019; 7. World Bank (Doing Business Report) —
2020; 8. World Economic Forum (Travel and Competitiveness Report) — 2019; 9. Transparency

International — 2019.
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Table 3.2 (Continued)

Status in | Target for
S.N. National goals, targets, and indicators Unit FY the FY
2018/19 2023/24
10 National unity, security, and dignity
10.1 | High sense of Nepaliness
10.1.1 | Nepali citizens with the national identity card Percentage - 100
Destination countries providing visas on arrival
10.1.2 ) S Number 35 60
to Nepali at the immigration
10.2 | Human and other securities
10.2.1 | Birth registration of children under five years® Percentage 63 100
10.2.2 | Families with basic food security® Percentage 48.2 80
10.2.3 | Suicide rate (per 100,000 population) Number 10 5
10.3 | Disaster-resilient society and economy
10.3.1 | Population affected by disaster incidents Per 1,000 17.1 9.8
10.3.2 | Population dying from disaster incidents Per 100,000 1.6 1
10.4 | Self-reliance on essential goods and services
Share of essential goods (agricultural yields,
104.1 Percentage 14.7 5

livestock, and food items) in total imports

Sources: 3. Nepal Demographic and Health Survey — 2016

3.5 National Objectives

1. To build the basis of prosperity by constructing universally accessible, quality, and

modern infrastructure, increasing productive and decent employment, achieving high,

sustainable, and inclusive economic growth and poverty alleviation.

2. To give citizens the feeling of well-being and decent livelihood by strengthening the

federal governance system through quality health and education, a healthy and balanced

environment, social justice, and accountable public service.
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3. To protect national interest, self-respect, and independence of the country through socio-

economic transformation and building an independent national economy.

3.6 National Strategies

1. To achieve rapid, sustainable and employment-oriented economic growth

Rapid, sustainable, and employment-oriented economic growth will be achieved
through construction of basic and large infrastructure, production and utilization of clean
energy, high-value and commercial agriculture, manufacturing industries, development of
tourism, and expansion of the businesses. The country will be developed into an
international/regional economic (touristic, commercial, educational, and financial) center by
greater mobilization and strengthening of private, cooperative, and community sectors along
with enhancing the effectiveness of the public sector, developing the provincial and local
economy and improving project governance. Additionally, macro and sectoral strategies will

be adopted for optimal utilization of capital, labor, and natural resources.

2. To ensure universal and quality health service and education

Equitable access of citizens to health services will be established by developing health
infrastructures including basic health services up to the local level. Quality health service will
be ensured by using medicine and treatment methods, physicians, and the latest technology in
service delivery, and enhancing the availability and skills of human resources. The policy of
cost minimization and risk management will be adopted in receiving health services. This
health system will be improved by expanding health insurance. A healthy lifestyle will be

promoted by making the citizens responsible for their health.

Universal access to quality education as well as technology-friendly, employment-
oriented, and practical education system will be developed and expanded in addition to
ensuring free and mandatory basic education and free secondary education. Technical
education at the local level and specialized and higher education at the provincial level will be
expanded and strengthened. Strengthening educational and teaching institutions, developing
quality infrastructure, ensuring good governance, and enhancing competitiveness will be

carried out.
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The government will have a leading role and invest in the overall development of the
education and health sectors. Similarly, the role of private, cooperative, and community
sectors will be made supplementary. Nepal will be developed as a regional hub for quality
health service and technical and specialized higher education.

3. To develop internal and cross-border interconnectivity and sustainable

cities/settlements

The investment will be focused on sector that remains the major driver of economic
growth. Connectivity based on the integrated transportation system, production cost reduction,
and competitiveness will be promoted for the construction of national, provincial, and local
road networks, tunnels, fast tracks, railways, waterways, and airports. It will facilitate
domestic and international trade and the growth of quality tourism as well. Massive and large
infrastructure projects under construction including the reconstruction will be completed. The
capacity and efficiency of the construction business will be enhanced by increasing the

investment in modern technologies and equipment for the development of this sector.

Infrastructures will be developed for the generation, distribution, consumption and
efficiency of energy. To achieve this, internal and cross-border transmission lines will be built
along with constructing massive reservoirs and exportable projects. The use of electrical
equipment and vehicles will be promoted emphasizing renewable energy including solar,
wind, and biogas. The use of modern electrical equipment will be promoted to increase

energy efficiency and per capita electricity consumption.

Knowledge-based economy will be promoted by developing modern infrastructures
related to information technology and enhancing the electronic transaction of services.
Government services will be completely delivered through the electronic system within the

next five years.

Modern, safe, and sustainable cities and integrated settlements will be developed to
manage the increasing migration and urbanization. Dense cities with modern infrastructures,
urban corridors, specialized and hill towns will be built and planned settlements with
pollution-free urban environments will be developed. Necessary infrastructures for

management and processing of water and waste at the provincial and local levels will be
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developed by constructing large projects in the drinking water sector. Connectivity between
the rural and urban areas will be enhanced along with developing integrated settlements and
implementing citizens' housing schemes. New cities will be built so as to expand the local

economic activities and create employment opportunities.

4. To increase production and productivity

Mechanization, modernization, commercialization, and industrialization of agriculture
will be achieved by emphasizing on rapid and intense expansion of irrigation facilities,
effective implementation of land use policy, land consolidation and land pulling, provision of
advanced seeds, adoption of fertilizers and modern technologies, and emphasizing low
weight/volume and high price, organic agricultural production, and processing. Agricultural
research and technology development, concessional agriculture loan, agricultural insurance,
agricultural extension services, a guarantee of the availability of fertilizers and seeds,
promotion of agriculture at the province and local level, investment, and market management
will be undertaken. Strategic interventions will be carried out to become self-reliant in
fisheries and animal products as well as in major food crops. The minimum support price of
agricultural products will be fixed in advance of the production of crops and it will be

implemented effectively.

Production will be increased by establishing industrial areas, Special Economic Zones
(SEZs), economic corridors, and industrial villages, ensuring the operation of existing
industries at their full capacities, promoting small and medium enterprises, and providing
incentives, concessions, and regulations based on production. Manufacturing industries
including agriculture and forestry, construction, medicine, handicrafts, and readymade
garments with high internal demands and comparative advantages will be developed,
reestablished, and expanded and connectivity will be maintained in the regional and global
value chain. Competitiveness and productivity will be enhanced through an easy and
accessible supply of energy, transit and storage cost reduction, use of clean, sophisticated and
modern technologies, studies and researches, entrepreneurship development, social security

scheme, good labor relations, and environmental balance.
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The rapid development of the tourism sector will be achieved by upgrading and
constructing airports and other major touristic infrastructures, developing tourist destinations,
organizing Visit Nepal year, and promoting quality tourism. Strategic interventions will be
carried out for the modernization, development, and expansion of service sectors including
transportation, business, and financial services. Efficacy of the financial service will be
enhanced through financial access, inclusiveness, and literacy. In addition, productivity will
be increased by reducing the time and cost of transportation and transit, improving the
regulatory system, and reducing the transaction costs of doing business.

5. To provide complete, sustainable and productive social security and protection

All citizens will be provided with the opportunities, services and facilities, full
security and respect, and social security and protection as ensured by the constitution and
provisioned by the state. Equitable access, distribution, and use of production means,
employment and opportunities will be guaranteed for inclusive economic growth, end of
absolute poverty, and fair distribution of the income. Massive and integrated social security
and protection programs based on contribution and the participation of employers, laborers,
and citizens of organized and unorganized sectors will be implemented. Special protection
programs will be implemented for the marginalized as well as communities and citizens that
are at risk. Social security-related funds will be mobilized so as to increase the national

income and maintain macroeconomic stability.

6. To build a just society with socio-economic equality and poverty alleviation

Programs regarding the building of safe, civilized, and equitable society will be
implemented ending all types of violence, discrimination, exclusion, and distortion and
enhancing gender equality. Emphasis will be given on equal access to and distribution of all
types of opportunities including education, health, employment, and representation. The
establishment of healthy and dynamic social life will be emphasized through the protection
and promotion of socio-cultural diversities, social and community activities, and social capital
mobilization. Independence, national unity, and collective spirit will be enhanced through
interconnectivity and cooperation among the federation, province, and local levels. Moral and

civil education and socio-cultural awakening will be conducted as a campaign. The justice
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system will be developed so as to make it simple, less expensive, and able to deliver justice in

time.

7. To protect and mobilize natural resources along with building their resilience

Land, forest, water resources, and minerals will be protected and mobilized so as to
increase their contribution to agriculture, industries, and service sectors. In the forest sector,
production of commercial and agricultural forest and non-timber forest products (NTFP) will
be increased. The strategic intervention will be made to achieve self-reliance in timber
products through replantation as well as scientific, systematic, and balanced use of forest
products. Feasibility studies will be carried out for mine and mining sectors that will be
developed and integrated into a value chain system. Integrated projects with cost efficacy will
be implemented for the multilateral use of abundant water resources. Emphasis will be given
on the protection of biodiversity and environmental balance while using natural resources.
Strategies of climate change adaptability and disaster risk reduction will be undertaken.
Disaster management will be mainstreamed into the development process through
institutional and structural reforms at the federation, province, and local levels for

preparedness, rescue and relief, and rehabilitation.

8. To promote national unity and provincial balance, strengthening of public service

Public services delivered from the federation, province, and local levels will be made
even more agile, transparent, and accountable based on cooperation, coexistence, and
coordination in the federal governance system. Services and facilities directly concerning the
citizens will be delivered from the local level. Manufacturing, infrastructure construction, and
delivery of quality service will be carried out at the province level in order to achieve
balanced provincial development. Strategic development, production, ensuring service
delivery and research and development will be the priorities of federal government. Electronic
systems will be adopted and interconnectivity will be developed to modernize public service
delivery. Reforms will be carried out in multidimensional aspects of good governance by
strengthening national unity, security, and self-esteem in order to achieve development and
prosperity. The federal governance system will be strengthened by enhancing access to

financial services, inclusiveness, and literacy.
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3.7. Internalization of the Sustainable Development Goals

The overall national goals, destination, indicators, and expected achievements
including the sector-wise policies, strategies, and working policies of the Fifteenth plan have
been formulated aligning them with the goals of sustainable development. Quantitative goals
mentioned in section 3.4 and the strategies mentioned in section 3.6 have covered the three
dimensions of the SDGs. Additionally, Needs Assessment, Costing, and Financing Strategy
for Sustainable Development Goals, also used as a basis while determining the policies and
goals including macroeconomic policies, economic growth rate targets, investment
estimation, investment of public, private and cooperative sector, and sector-wise contribution
in the GDP. Special emphasis will be given to the internalization and localization of the SDGs
during the plan period.

Attainment of the goals 8, 9, 11, 12 of sustainable development will be facilitated by
the implementation of this plan’s goals and strategies related to economic growth,
employment, resilient infrastructures, industrialization, cities and settlements, and the
sustainability of production and consumption that are required for the sustainable
development. Likewise, the implementation of goals and strategies formulated in the areas of
inequality reduction, gender equality, good governance, and social security will help in
achieving goals 5, 10, and 16 of the sustainable development. Goals and strategies determined
in this plan regarding the basic aspects of human civilization such as poverty reduction,
ending of hunger, provision of drinking water for all, and availability of modern energy have
covered goals 1, 2, 6, and 7 of the sustainable development. Likewise, strategies related to
health and education sectors have been formulated so as to help in achieving goals 3 and 4 of
the sustainable development. This plan has also determined the strategies for natural resource
management and resilience development. Implementation of these strategies will help in
achieving the SDGs of 13 and 15. Furthermore, this plan has given importance to the
partnership among internal and external stakeholders including the public, private,
cooperative, and community sectors to achieve the goals of development as mentioned in the
SDGs 17.
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3.8 Sector-wise Role in the Development

3.8.1 Public Sector

The public sector will play the leading role in achieving the development goals with
the national vision of “Prosperous Nepal, Happy Nepali”. This sector will have an important
role in building a socialism-oriented economy by achieving rapid, sustainable, and
employment-oriented economic growth. This sector will motivate private, cooperative, and
community and the non-governmental sector for investment and participation in the overall

development efforts.

The public sector will formulate, implement, monitor, and regulate the necessary
policies, plans, strategies, and standards to build the socialism-oriented economy. The
institutional capacity of the regulatory bodies will be enhanced. The state will play an
important role in building investment climate infrastructure development, and enhancement of
production and productivity to maintain high, sustainable, and inclusive economic growth and
stability. The policy of providing policy incentives to the macroeconomic sector by

maintaining financial stability will be followed.

The public sector will play the leading role in building a civilized and equitable
society and ensuring provincial balance and social justice. Emphasis will be given on
economic empowerment while embarking on the equitable distribution and redistribution of
economic achievements. The federal governance system will be strengthened by guaranteeing
good governance, law and order, social security and protection, human rights protection, and
productive employment. The public sector will also play a pivotal role in leading the citizens

to experience well-being and decent life.

Federal Level

The Constitution of Nepal defines the relationship among the federation, province, and
local levels based on the principle of cooperation, coexistence, and coordination. The federal
government will cooperate, coordinate, and partner with provinces and local levels to
implement the national vision, goals, objectives, and priorities. The relevant provisions and
functional responsibilities specified in the articles and annexes of the constitution, laws

related to the implementation of the constitution, policies, and priorities of the government
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and commitments made at the international level also have been taken as an important
reference while formulating the plan. The plans, policies, and programs of provinces and local
levels will be formulated and implemented in alignment with and complementing the vision,
goals, objectives, and strategies of this plan. Economic prosperity and national goals of
citizens’ happiness will be achieved by efficiently mobilizing the available resources with the

cooperation and assistance of provinces and local levels.

The federal level will formulate central plans, policies, coordinate, regulate, set
standards, and implement large projects and programs with massive impact. In addition, the
federal level will emphasize strategic development, production, a guarantee of service, and
research and development. The federal level will work in accordance with the concept of
inclusive and balanced development to enhance the production and productivity of
agriculture, industry, construction, and service sectors and to increase the income level of
people. For this, it will carry out fiscal transfer along with equalization, conditional, matching,
and special grants, and revenue sharing according to the Constitution of Nepal and prevailing
laws. The federal level will also carry out the tasks of capacity development and facilitation to
achieve the plan’s overall and sector-wise vision, goals, and objectives. For this, it will
prepare model plans, policies, laws, and procedures. Additionally, the NPC will transfer the
required knowledge and skills to provinces and local levels in thematic areas related to
development plans including formulation of long term visions, plans, annual budgets, and the
medium-term expenditure frameworks monitoring and evaluation. The federal level will

provide the necessary assistance to build a strong basis for the provincial and local economies.

Provincial Level

The provinces will carry out construction activities and implement policies and
programs by coordinating, cooperating, and playing a supportive role in achieving national
vision, goals, objectives, and strategies of development. They will formulate, implement, and
monitor the plans, policies, and programs of the provincial level to move forward the
development process corresponding to the concept of participatory development. In addition,
living standards of the public will be improved by selecting and implementing
programs/projects of provincial importance and priority by creating the appropriate

environment for investment at the province level. Emphasis will be given on building an
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environment of cooperation, coordination, and competition among the provinces in

development and prosperity.

Provinces will play a major role in enhancing quality and efficacy in public service
delivery, construction, employment, and good governance. Cooperation, coordination, and
partnership will be applied with private, cooperative, nongovernmental, and community
sectors for the socio-economic development of the province level. Province level resources
and means will be mobilized sustainably and encouraged for maximum utilization. Capacity
development activities will be conducted in plan formulation, implementation, and monitoring
and evaluation from the province level. Furthermore, arrangements for fiscal transfer in

provinces will be made following objective norms and criteria.

Local level

Local levels will build the basis of prosperity through the development and expansion
of the local economy with coordination, assistance, and cooperation to achieve the vision,
goals, and objectives regarding the development of the federal and provincial governments.
For this, inter-governmental partnership will be maintained along with ensuring easy access to
the service delivery institutions, enhancing resources, and promoting inclusive representation.
Local levels will play a major role in the job of the delivery of the basic services to their
citizens. This level formulates and implements policies, plans, and programs corresponding to
the plans and policies of the federal and provincial levels. It will implement citizens’ living
standards improving projects and programs by creating an appropriate environment of
investment and mobilizing resources and means as needed. Investment in rural development
and local infrastructure construction works will be enhanced embracing an integrated vision at
local levels. In addition, the policy of financial incentives will be adopted to jointly conduct
the programs for conducting campaigns for social awareness, enhancing development, and

good governance.

This level will have prime roles in guaranteeing public services or facilities including
education, health, electricity, drinking water, and sanitation by establishing itself as the
epicenter for an effective flow of service delivery and development management. For this, the

local level will coordinate and cooperate with private, cooperative, nongovernmental, and
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community sectors. The local level will have a supportive role in employment creation and
the capacity development of human resources. Local good governance will be maintained by
making the local level's service delivery inclusive, professional, competitive, service-oriented,

and self-sufficient.

3.8.2 Private Sector

The private sector will play a vital role in the overall development process. The private
sector will play its role as specified by the policies and legal system embraced by the
Constitution of Nepal. The private sector will have roles in assisting and cooperating with the
country’s socio-economic development by enhancing the investment-friendly environment to
achieve the goals and objectives according to the vision, policies, and plans of the government
regarding development. The private sector carries out the development works by enhancing its
competitiveness and equitable distribution of risk according to the concept of public-private
partnership. Goals of the sustainable development will be achieved by arranging for the
required incentives to enhance the investment of the private sector in agriculture, industry,

construction, and service sectors.

The private sector will assist in the production of quality goods and services, easy and
accessible supply management, construction of quality infrastructures, import management,
export promotion, and productive and decent employment generation. This sector will
enhance its reputation through institutional good governance, good industrial relations, and
alleviation of child labor, participation in social security and protection and by bearing the
corporate social responsibility. This sector will help in maintaining stability and good
governance in the financial sector. It will assist in facing challenges and realizing
opportunities in accordance with bilateral and multilateral commitments and agreements by

increasing foreign and domestic investments.

3.8.3 Cooperative Sector

The cooperative sector will play complementary role in the overall development
process by developing the culture of mutuality and self-reliance and following the cooperative
values-beliefs and principles as specified by the policies and legal system embraced by the
constitution of Nepal. This sector will play roles of assisting and cooperating in the socio-
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economic development of the country to achieve the goals and objectives according to the
vision, policies, and plans regarding development. This sector will assist in increasing
employment and income and alleviating poverty by extensively mobilizing local resources,
labor, skills, and capital maintaining good governance in the cooperative institutions. In
addition, this sector will produce, process, and market the goods and services of human needs
to assist in achieving socio-economic and cultural transformation and inclusive economic
growth.

3.8.4 Nongovernmental Organization, Civil Society and Community Sector

Nongovernmental organizations, civil society, and community associations will play
supportive roles in the overall development efforts. These sectors will assist in poverty
alleviation, capacity enhancement, civic awareness, and also in inculcating a sense of duty
and empowerment among the citizens by conducting programs in the areas corresponding to
the development goals and priorities of the government and by mobilizing the social power. In
addition, they will assist in the development of remote and backward areas, increase
production, and flow of service. These sectors will play their roles by maintaining institutional
good governance by upholding the values of transparency, accountability, and frugality.

3.9 Macroeconomic Framework

3.9.1 Economic Growth Rate

As the country moves towards the direction of policy stability, it is expected that,
during the plan period, most of the under-construction national pride projects as well as
programs and projects of massive scale will have been completed with significant
improvements in development and project good governance. Additionally, with the significant
increase in energy generation, game changer projects identified by the plan will have been
effectively implemented with the increase in consumption and use of electrical energy in the
overall sectors of the economy. Through these efforts, it is expected that the production and
productivity of agriculture, industry, and the service sector will be enhanced resulting in rapid
economic growth. In addition to a significant increase in investment, natural resources
including water resources, land, forest resources, and minerals will be mobilized sustainably

and the labor force will be used in a productive way to achieve the goal of high economic
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growth. With the effective implementation of the federal governance system, provincial and
local economies will be vibrant and the domestic capital formation will occur with the
reinforcement and strengthening of the complimentary cooperation of private, cooperative,

and community sectors.

The major areas of intervention for economic growth are agriculture and forest, mines
and manufacturing industries, electrical energy, construction, tourism, transportation and
information technology, education, and health. Targeted economic growth is estimated to be
achieved due to the positive impact made in the other areas of the economy as well by the
investments made in these areas. The annual average economic growth target has been set at
9.6 per cent for the plan period. The average growth in the agriculture, industry, and service
sectors is estimated to be 5.4, 14.6, and 9.9 per cent, respectively. To achieve the stated
economic growth, investments will be attracted and mobilized by maintaining macroeconomic

stability.

The estimation of GDP along with sector-wise value addition in the 15" Plan is mentioned in
table 3.3 and 3.4.

Table 3.3: Gross Domestic Product and sector-wise value addition target
(At the constant prices of FY 2018/19)

(In 10 million rupees)

Base Fifteenth Plan

S.N. Sectors year Average
201819 | growth 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24
1 Agriculture 82,601 5.4 86,487 | 90,856 | 96,009 | 101,571 | 107,436
1.1 | Agriculture and forestry 81,135 5.2 84,867 | 89,025 | 93,922 | 99,181 | 104,736
1.2 | Fishing 1,466 12.9 1,620 1,831 2,087 2,389 2,700
2 Non-agriculture 223,522 11.0 245,621 | 272,928 | 303,547 | 336,003 | 374,849
2.1 | Industry 46,558 14.6 53,275 | 61,399 | 70,352 | 79,434 | 90,945
2.1.1 | Mining and quarrying 1,851 15.6 2,001 2,405 2,802 3,278 3,836
2.1.2 | Manufacturing 17,119 12.7 19,088 | 21,569 | 24,373 | 27,298 | 31,120
2.1.3 | Electricity, gas and water 3.816 30.0 5,495 7,419 9,570 | 12,058 | 14,591

69




Base Fifteenth Plan
S.N. Sectors year Average
2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24
2018/19 growth
2.1.4 | Construction 23,732 11.7 26,601 30,006 33,606 36,799 41,399
2.2 Service 176,964 9.9 192,346 | 211,529 | 233,196 | 256,570 | 283,904
2.2.1 | Wholesale and retail trade 43,993 10.8 48,172 53,616 59,782 66,178 73,656
2.2.2 | Hotels and restaurants 6,282 17.0 7,318 8,782 10,275 11,919 13,826
Transportation, storage and
2.2.3 o 22,135 10.8 24,127 26,661 29,860 33,145 37,122
communication
2.2.4 | Financial intermediation 19,347 9.4 20,991 22,986 25,169 27,434 30,315
Real estate, rent and
2.2.5 ) 35.308 7.4 37,673 40,499 43,334 46,800 50,591
business activities
Public administration and
2.2.6 8,298 8.6 9,061 9,740 10,617 11,520 12,556
defense
2.2.7 | Education 21,611 9.9 23,447 25,675 28,371 31,208 34,641
2.2.8 | Health and social work 5,349 10.5 5,815 6,414 7,087 7,888 8,835
Other community, social
2.2.9 | and personal service 14,642 8.8 15,740 17,157 18,701 20,478 22,362
activities
Gross value added
(Including financial
) o 306,123 9.7 332,108 | 363,784 | 399,556 | 437,574 | 482,284
intermediation indirectly
measured)
Financial intermediation
o 12,849 7.8 13,812 14,917 16,111 17,319 18,704
indirectly measured
GDP (At basic prices) 293,274 9.6 318,296 | 348,866 | 383,445 | 420,255 | 463,580
Taxes less subsidies on
53,157 13.0 60,068 67,877 76,701 86,672 97,939
product
GDP (At producer’s price) | 346,432 10.1 378,364 | 416,743 | 460,146 | 506,927 | 561,519

70




Table 3.4: Economic growth rate and sector-wise value addition target
(At the constant prices of FY 2018/19)

(In per cent)

Base Fifteenth Plan
Sectors year Plan
2018/19 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 average

Agriculture 4.8 4.7 5.1 5.7 5.8 5.8 5.4
Industry 12.2 15.1 15.6 14.8 13.2 14.6 14.6
Manufacturing industry 5.8 115 13.0 13.0 12.0 14.0 12.7
Electricity, gas, and water 12.4 44.0 35.0 29.0 26.0 21.0 30.0
Construction 8.9 11.9 12.8 12.0 9.5 12.5 11.7
Service 7.9 8.7 10.0 10.3 10.0 10.7 9.9
Hotels and restaurants 8.3 16.5 20.0 17.0 16.0 16.0 17.0
Transportation, storage and

o 5.9 9.0 10.5 12.0 11.0 12.0 10.8
communication
Education 5.2 8.5 9.5 10.5 10.0 11.0 9.9
Health and social work 6.7 8.7 10.3 10.5 11.3 12.0 10.5
Gross value added (Including
financial intermediation service 6.8 8.7 9.7 10.0 9.6 10.3 9.7
indirectly measured)
GDP (At basic prices) 6.8 8.5 9.6 9.9 9.6 10.3 9.6
GDP (At producer’s prices) 7.1 9.2 10.1 10.4 10.2 10.8 10.1

Note: The growth rate of only the important sectors has been mentioned in the industry and service

sectors.

Due to the high-value addition in industry and service sectors during the plan period, a

significant structural transformation will occur in the economy. The contribution of the

agricultural sector to the GDP is estimated to decline from 27.0 per cent to 22.3 per cent. The

contribution of the service sector is estimated to increase to 58.9 per cent from 57.8 per cent.

The contribution of the industrial sector is estimated to increase significantly to 18.8 per cent

from 15.2 per cent. This is likely to lead a huge chunk of labor force dependent on the
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agricultural sector to be transformed into the industrial and service sector. The estimation of

sectoral contribution is presented in table 3.5.

Table 3.5: Sector-wise contribution to the gross domestic product

(In per cent)

Base Fifteenth Plan
Sectors year
2018/19 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24
Agriculture 27.0 26.0 25.0 24.0 23.2 22.3
Industry 15.2 16.0 16.9 17.6 18.2 18.8
Manufacturing 5.6 5.7 5.9 6.1 6.2 6.5
Electricity, gas and water 1.2 1.7 2.0 2.4 2.8 3.0
Construction 7.8 8.0 8.2 8.4 8.4 8.6
Service 57.8 57.9 58.1 58.4 58.6 58.9
Hotels and restaurants 2.1 2.2 2.4 2.6 2.7 29
Transportation, storage and communication 7.2 7.3 7.3 7.5 7.6 7.7
Education 7.1 7.1 7.1 7.1 7.1 7.2
Health and social work 1.7 1.8 1.8 1.8 1.8 1.8
Total 100 100 100 100 100 100

Note: The contributions of some important sectors only have been mentioned in the industry and

service sectors.

3.9.2 Productivity

For the economy to increase rapidly, it is imperative to mobilize the available human

and natural resources and increase productivity along with increasing the investment. The

productivity of Nepal has been minimal as compared to other developing countries including

the neighboring countries because the productivity of the means of production has not

increased as expected in the past. If the current trend of minimal productivity continues, it is

difficult to achieve the prosperity of the country merely by mobilizing resources based on the

result of available investment and resources.

72




Therefore, in this Plan, the growth of productivity at the national, sectoral, and
individual business establishment-level will be emphasized. For the aggregate productivity
growth of the national economy, building human capital through high-quality health,
education and nutrition and utilizing it within the country, the interconnectivity of
transportation and communication infrastructure and planned urbanization, cost-effectiveness
in generation and transmission of electricity and cost-effectiveness in transmission, and
efficient use of energy in manufacturing and service sectors and the timely completion of
projects will be emphasized. The economy will be modernized by developing and adhering to
advanced and modern technologies and researches that are useful for the country. This will
help in increasing productivity in the medium and long run. Additionally, improvements in
governance, project governance, and the working culture of public, private, and cooperative
sectors will be carried out in order to realize easily attainable benefits.

Among the sectors, agricultural productivity will be enhanced by agriculture and
forest-related research and development, latest knowledge, and skills development in farmers,
mechanization, irrigation, land development, land pooling, and intensive production and
development of high value agricultural and forest products. In industry sector, the
productivity will be enhanced through easy availability of cost-effective energy, adoption of
modern technologies and skills improvement, entrepreneurship development, development of
skilled manpower and its utilization, cordial labor relationship, and promotion of the
utilization of industrial capacity. In service sector, management reform, adoption of modern
and information technology, and development of advanced technology and promotion of
knowledge-based industries will be emphasized. Besides, foreign investment will be
mobilized in the areas of national priority for enhancing the sectoral productivity. Strategic
interventions will be made even at the business establishment unit level in order to achieve
allocative efficiency of capital, enhance the capacity of human resources, ensure linkage of
labor with production, and discourage the tendency of wasting resources and using the means

of production unnecessarily.

3.9.3 Incremental Capital-Output Ratio (ICOR) and Investment
As the country moves towards the direction of stability and prosperity, maintenance of

good governance, and creation of favorable environment for achieving expected outcomes by
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completion of program/project in stipulated time and cost. Large-scale road and air
transportation and hydroelectric and irrigation programs/projects that started in the past will
be completed and become operational within this plan period. A significant rise in public
spending will occur based on the jurisdiction of the federation, province, and local levels. The
productivity of capital is expected to increase due to the cost reduction and production growth
of the economy. For this, it is necessary to mechanize and modernize the economy along with
adoption of advanced and modern technology information technology, and electronic
governance in agriculture, industry and service sectors. As per the principle of federal
governance system, it is imperative to construct and expand infrastructure related to
transportation and communication, education, and health and public service. A large amount
of investment in the programs/projects of latest, long-term, and strategic nature including
railway, airport, reservoir-based hydroelectricity, technical education, and health-related

infrastructure has become essential.

Although the productivity of the capital is expected to increase, the incremental
capital-output ratio (ICOR) is expected to decline slightly to 4.9:1 during this plan period as
compared to previous plan because it will take time for the completion and operation of large
scale new projects. Based on the aforementioned incremental capital-output ratio, it is
estimated that an investment of NRs. 9 trillion 229 billion 290 million will be required on the
prices of FY 2018/19 for achieving the target of average 9.6 per cent economic growth rate
during the plan period. Out of this, 3 trillion 598 billion 320 million from the public sector, 5
trillion 134 billion 90 million from the private sector, and 496 billion 870 million from the
cooperative sector are estimated to be invested. These three sectors will respectively have
39.0, 55.6, and 5.4 percentage of contribution in total investment. According to the thematic
distribution of estimated investment, government investment is projected to increase
significantly in agriculture, manufacturing industry, electricity, construction, education, and
health.

Details of the sector-wise ICOR and the investment are presented in Table 3.6 and 3.7.
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Table 3.6: Incremental capital-output ratio and total investment
(At the constant prices of FY 2018/19)

(In 10 million rupees)

Projected investment in the Fifteenth Plan
Estimated
S.N. Sectors Plan
ICOR | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 _
period
1 | Agriculture 12701 14249 16799 18113 19105 | 80968
1.1 | Agriculture and forestry 3.3 12316 13723 16158 17357 18329 | 77883
1.2 | Fishing 2.5 385 527 641 756 777 3085
2 Non-agriculture 122611 | 149923 | 170420 | 184282 | 214725 | 841961
2.1 | Industry 49302 58410 65098 70631 81040 | 324481
2.1.1 | Mining and quarrying 6.1 1468 1914 2421 2906 3400 12107
2.1.2 | Manufacturing 5.2 10237 12903 14581 15209 19873 | 72803
2.1.3 | Electricity, gas and water 17.0 28545 32697 | 36574 | 42300 | 43048 | 183164
2.1.4 | Construction 3.2 9052 10896 11522 10216 14720 | 56406
2.2 | Service 73309 91513 | 105322 | 113652 | 133685 | 517480
2.2.1 | Wholesale and retail trade 21 8777 11431 12948 13433 15704 62293
2.2.2 | Hotels and restaurants 6.1 6322 8928 9107 10028 11633 | 46018
Transportation, storage
2.2.3 o 11.5 22910 29134 | 36792 37773 | 45740 | 172349
and communications
2.2.4 | Financial intermediation 3.1 5098 6182 6769 7022 8930 34001
Real estate, renting and
2.2.5 ] o 5.1 12065 14410 14458 17680 19333 | 77946
business activities
Public administration and
2.2.6 45 3435 3058 3945 4061 4665 | 19165
defense
2.2.7 | Education 4.1 7531 9133 11053 11632 14075 | 53424
2.2.8 | Health and social work 8.8 4096 5271 5926 7047 8330 | 30670
Other community, social
2.2.9 2.8 3075 3967 4324 4974 5275 | 21614
and personal
Total investment 4.9 135312 | 164173 | 187219 | 202395 | 233830 | 922929
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Table 3.7: Investment from the public, private and cooperative sectors
(At the constant prices of FY 2018/19)

(In 10 million rupees)

Public Private Cooperative Total
Sector for
SN. . Per Per per Per
Investment Amount Amount Amount Amount
cent cent cent cent
1 Agriculture 41864 | 51.7 28701 35.4 10402 12.8 80968 | 100.0
Agriculture and
1.1 41278 | 53.0 26480 34.0 10125 13.0 77883 | 100.0
forestry
1.2 | Fishing 586 | 19.0 2221 72.0 278 9.0 3085 | 100.0
2 Non-agriculture 317968 | 37.8 | 484707 57.6 39285 4.7 841961 | 100.0
2.1 | Industry 138147 | 42.6 | 175476 54.1 10858 3.3 324481 | 100.0
Mining and
2.1.1 ] 3148 | 26.0 8717 72.0 242 2.0 12107 | 100.0
quarrying
2.1.2 | Manufacturing 8736 | 12.0 58242 80.0 5824 8.0 72803 | 100.0
Electricity, gas and
213 102572 | 56.0 76929 42.0 3663 2.0 183164 | 100.0
water
2.1.4 | Construction 23691 | 42.0 31588 56.0 1128 2.0 56406 | 100.0
2.2 | Service 179822 | 34.7 | 309231 59.8 28427 55 517480 | 100.0
Wholesale and
2.2.1 ) 3738 6.0 52326 84.0 6229 10.0 62293 | 100.0
retail trade
Hotels and
222 3681 8.0 41416 90.0 920 2.0 46018 | 100.0
restaurants
Transportation,
2.2.3 | storage and 98239 | 57.0 65493 38.0 8617 5.0 172349 | 100.0
communications
Financial
224 | o 3060 9.0 26521 78.0 4420 13.0 34001 | 100.0
intermediation
Real estate, renting
2.2.5 | and business 3897 5.0 70152 90.0 3897 5.0 77946 | 100.0
activities
2.2.6 | Public 19165 | 100.0 0 0.0 0 0.0 19165 | 100.0
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Public Private Cooperative Total
Sector for
S.N. . Per Per per Per
investment Amount Amount Amount Amount
cent cent cent cent
administration and
defense
2.2.7 | Education 29917 | 56.0 21904 41.0 1603 3.0 53424 | 100.0
Health and social
2.2.8 13801 | 45.0 15642 51.0 1227 4.0 30670 | 100.0
work
Other community,
2.2.9 | social and personal 4323 | 20.0 15779 73.0 1513 7.0 21614 | 100.0
activities
Total investment 359832 | 39.0 | 513409 55.6 49687 5.4 922929 | 100.0

3.9.4 Resource Estimation and Allocation Criteria

The means and resources have been estimated and allocated in taking the main basis
of the implementation of the constitution as well as achieving the goals and objectives of this
plan. The resource is estimated accordingly as it brings a significant amount of synergy in the
economy from the collaboration and the complementary roles between public, private, and
cooperative sectors and the collaboration between federal, province and local levels it is for
creating a basis for prosperity and happiness. The necessary resources have been allocated to
the sectors determined by the plan as the drives of economic transformation. A high level of
return of investment is expected through strategic inventions in the areas identified according
to the national strategy. Resources have been estimated and allocated to complete the ongoing
national-level programs/projects by the federal level, and the provincial and local level
programs/projects by the province and local governments, respectively. In addition, resources
have also been allocated to complete the post-earthquake reconstruction, construct and
promote basic infrastructures, implement programs conducted as campaigns, and support the

achievement of the SDGs.

Public investment has been focused on sectors such as agriculture and forest, industrial
infrastructure construction, industrial production with promotion and facilitation, electricity
generation, transmission and distribution, and infrastructure construction to achieve the goal

of economic growth targeted by the plan. The private sector’s investment is expected to be
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targeted towards employment generation, industrialization, and modernization of the
economy, energy generation, and investment in the urban areas, tourism, trade, and
transportation and communication sectors. The private and cooperative sectors and
community are expected to be mobilized in agriculture, productive sectors, small and medium
enterprises, and in rural and social development. It is expected that human capital formation
and its maximum utilization will lead to growth in productivity, create a basis for a high level
of income, and generate a feeling of happiness. Similarly, public, private, cooperative, and
community sector’s resources have been estimated and allocated in a way that the
environment is protected, civilized and just society is established, and governance, democracy

and national unity are further strengthened.

3.9.5 Public Resource Management and Expenditure Estimates

Government investment and expenditure have important roles in basic public service
delivery and directing towards the rapid economic growth as well as the achievement of
SDGs. Furthermore, public expenditure is also essential to achieve the stipulated target of the
plan by attracting investment from households, private, cooperative, and community sectors.
Government spending of NRs. 9 trillion 958 billion 330 million has been estimated during the
plan period. Out of this, NRs. 4 trillion 596 billion 820 million is estimated to be a current
expenditure, NRs. 4 trillion 15 billion 520 million is estimated to be capital expenditure, NRs.
1 trillion 345 billion 990 million is expected to be the financial management and NRs. 1
trillion 701 billion 30 million is estimated to be the fiscal transfers (grants). In the final year
of the plan, capital expenditure and total expenditure are projected to be 18.6 per cent and

43.3 per cent respectively in proportion to the GDP.

The revenue as the major source of the aforementioned government expenditure is
estimated to be mobilized in the amount of NRs. 7 trillion 247 billion 620 million. Grants

(foreign) of NRs. 321 billion 460 million is expected to be received during the plan period.

Despite the mobilization of revenues and internal resources as well as foreign grants, a
funding gap of NRs. 2 trillion 389 billion 250 million is expected, out of which NRs. 1 trillion
393 billion 100 million is to be financed from foreign grants and the remaining NRs. 996
billion 150 million from domestic borrowings. The public finance estimate is outlined in table
3.8.
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Table 3.8: Projection of public finance

(At the constant prices of FY 2075/76)
(Amount in 10 million rupees)

2018/19*

St . plan
Particulars )
(Estimation) | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 | period
Public income 110618 | 159322 | 177629 | 197318 | 218388 | 243176 | 995833
1 Revenues* 85960 | 112766 | 127433 | 143340 | 160551 | 180672 | 724762
2 Foreign aid 15020 30530 32370 34230 36096 38230 | 171456
Foreign grant 2290 6472 6451 6429 6408 6387 32146
Foreign loan 12730 24058 25919 27801 29688 31844 | 139310
Domestic
3 ) 9638 16026 17827 19748 21741 24273 99615
borrowing
Public expenditure 121019 | 159322 | 177629 | 197318 | 218388 | 243176 | 995833
Recurrent
1 ] 68998 85472 85298 91572 96679 | 100661 | 459682
expenditure
Capital
2 ) 36779 58037 69949 80162 89061 | 104343 | 401552
expenditure
Financial
3 15242 15813 22382 25583 32647 38173 | 134599
management
Investment 9806 9488 10105 11323 12400 13627 56943
Loan payment 5435 6325 12277 14260 20248 24545 77656
4 Fiscal transfers 32118 31032 33026 34180 35324 36541 | 170103
Note: *Although the grant amount (fiscal equalization, conditional, matching, and special grants)

3.9.6 Intergovernmental Finance

transferred to province and local levels are included under recurrent expenditure in base year

FY 2018/19, such transfers are included under fiscal transfers during the fifteenth plan

period.

*Only federal level expenditure is included in revenues and public expenditure (Recurrent and

capital expenditure and financial management) of the FY 2018/19.

Total amount of NRs. 2 trillion 370 billion 400 million is projected to be transferred

through intergovernmental fiscal management during the plan period. Out of this, NRs. 669
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billion 360 million for revenue allocation and NRs. 1 trillion 701 billion 30 million for grant

has been projected to be transferred. Details of this are presented in Table 3.9.
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(At the constant prices of FY 2018/19)

Table 3.9: Projection of intergovernmental finance

(Amount in NRs. 10 million)

Actual status of 2018/19 2019/20 2020/21 2021/22
S.N. Particulars Province | Local- | Total Province | Local- | Total Province | Local- | Total | Province | Local- | Total
level level level level
1 | Revenue 4857 4858 9715 5537 4883 10420 6254 5516 11770 7035 6204 13239
sharing from
the Federal
Divisible Fund
2 | Grants 11047 21071 | 32118 11118 19914 | 31032 12027 20999 | 33026 12511 21669 | 34180
Fiscal 5030 8528 13558 5249 8538 13787 5531 8996 14526 5827 9478 15305
equalization
grant
Conditional 5338 12071 | 17409 4920 10427 | 15347 4920 10427 | 15347 4920 10427 | 15347
grant
Matching grant 398 291 689 475 475 949 901 901 1802 1026 1026 2053
Special grant 281 181 462 475 475 949 676 676 1352 738 738 1475
Total 15904 25929 | 41834 16655 24797 | 41452 18281 26515 | 44796 19546 27873 | 47419
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2022/23 2023/24 The plan period
S.N. Particulars Province | Local- | Total | Province | Local- | Total | Province | Local- | Total
level level level
1 Revenue sharing from the Federal Divisible Fund 7880 6949 | 14829 | 8863 7816 | 16679 | 35568 31368 | 66936
2 Grants 12985 22339 | 35324 13491 23051 | 36541 62132 107972 | 170103
Fiscal equalization grant 6140 9987 | 16126 6469 10522 | 16991 29215 47521 | 76733
Conditional grant 4920 10427 | 15347 4920 10427 | 15347 24599 52134 | 76736
Complimentary grant 1120 1120 2241 1223 1223 2446 4745 4745 9490
Special grant 805 805 1610 879 879 1758 3572 3572 7144
Total 20865 29228 | 50152 22354 30867 | 53221 97700 139339 | 237040
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3.9.7 Expected Macroeconomic Impacts

During this period, major and macro indicators of the economy will have a positive

impact due to the investments and efforts made by the federation, province, and local levels as

well as the private, cooperative, and community sectors resulting in macroeconomic stability

and creating a basis for economic prosperity. The following achievements are expected in

savings and investment, public finance, monetary and external sectors.

Table 3.10: Savings and investment, public finance and monetary and external sectors
(As the ratio with GDP)

- Indicator/Target i Status of Target of the Fifteenth
2018/19 Plan (2023/24)

1 Savings and investment
Gross domestic savings Percentage 20.5 22.0
Gross national savings Percentage 52.4 47.5
Gross fixed capital formation Percentage 36.9 41.6

2 Public finance
Total budget Percentage 34.9 43.3
Recurrent expenditure Percentage 19.9 17.9
Capital expenditure Percentage 10.6 18.6
Financial management Percentage 4.4 6.8
Revenues Percentage 24.8 30.0
Foreign debt Percentage 3.7 5.7
Domestic borrowing Percentage 2.8 4.3

3 Monetary and external sector
Inflation* Percentage 4.6 6.0
Export of goods and services Percentage 8.2 15.0
Import of goods and services Percentage 46.8 49.0
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) ) Status of Target of the Fifteenth
S.N. Indicator/Target Unit
2018/19 Plan (2023/24)
Remittance Percentage 25.4 22.1
Foreign investment Percentage 0.5 3.0
Note: *Yearly average growth.

The aforementioned achievements in macroeconomic indicators will lead to the

structural transformation of the economy through the attainment of a rapid, sustainable, and

employment-oriented economic growth. Additionally, public finance management at the

federation, province, and local levels will lead to reinforcement of federal structures resulting

in improvement of the living standards of common citizens as expected.
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Chapter 4. Macroeconomic Sector

4.1 Savings
1. Background

Savings mobilization has an important role in generating the required investment for
rapid economic growth and prosperity. Capital formation through the mobilization of internal
resources especially savings mobilization is necessary to achieve the economic goal of
developing a socialism-oriented, independent, and prosperous economy by building a self-
reliant, independent, and prosperous national economy as envisioned by the Constitution.
However, the saving capacity of the Nepali citizens, however, has not increased as expected
because of their low-income. Despite the low level of gross domestic savings, the gross
national savings mobilization has remained significant primarily due to the remittance income
from foreign employment. In the past 10 years, as a share of the GDP, the gross domestic and
national savings were on average 11.5 per cent and 42.6 per cent, respectively. On the one
hand, citizens’ income and saving capacity have to be increased by increasing the production,
while on the other hand, it is necessary to significantly increase investment and income by
mobilizing savings at maximum. This plan will focus on increasing income and saving
capacity, organized and balanced consumption, structural transformation of saving, and

creating a suitable environment for savings mobilization.

2. Major Problems

Spending of large share of the income on consumption due to low per capita income,
low-income groups unable to save as expected due to high cost of living, high levels of
consumption among the middle class due to the culture of conspicuous consumption and
increasing social cost, lack of financial access among every class and region, lack of savings
instruments, lack of financial literacy and a limited base of the capital market are the major

problems related to savings.
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3. Challenges and Opportunities

Making citizens realize the importance of savings and develop a saving habit,
transformation of the import-oriented economy to production-oriented economy, ensuring
maximum returns to savings and investment, keeping inflation within the desirable limits,
adopting innovative instruments for savings mobilization, expanding them, transforming the

remittance income into productive investments are major challenges related to savings.

Increment in expansion and access of banks and financial institutions and rapid
expansion of financial instruments, high rate of interest for savings in recent years, significant
inflow of remittance, increment in public expenditure in development/construction up to the
local level due to implementation of fiscal federalism and availability of resources for
domestic capital formation due to high gross national savings are the opportunities in this
sector.

4. Vision, Goal, Objectives, Strategies and Working Policies

4.1 Vision

Building a self-reliant and prosperous economy through savings mobilization

4.2 Goal

To increase the investment through the structural reformation of savings mobilization

4.3 Objectives

To increase domestic and national savings by building a favorable environment for

savings mobilization and enhancing saving capacity

4.4 Strategies and Working Policies

Strategies Working Policies
1. To increase saving 1. A macroeconomic policy of equitable income growth and
capacity by increasing financial risk reduction will be followed.
employment and 2. The scope of savings will be extended by ensuring the
income-generating availability of everyday consumer goods at a minimum
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Strategies

Working Policies

opportunities.

price and the provision of basic and social services and
facilities.
National Saving Policy will be formulated and

implemented.

To encourage and
attract the households,
the private sector,
cooperative and
community

organizations to save.

The unproductive expenditure of households and the public
sector will be discouraged and instead directed towards
productive expenditure.

A favorable environment will be created for ensuring
maximum returns to the savings and investment.

Necessary improvements will be made in the revenue
system and the financial sector to achieve economic growth

through the mobilization of savings.

To mobilize personal,
institutional, and
foreign employment
savings through the
development of
financial systems and
regulation of the

informal sector.

Existing savings and investment instruments will be
utilized effectively and the innovative instruments will be
adopted and expanded.

Savings will be attracted to capital formation by integrating
and intensifying the capital market.

Special savings and investment schemes will be operated
for the management of the gratuity savings fund and
pension fund and the productive mobilization of remittance.
Financial services will be expanded and savings be
increased by formalizing the informal sector.

Necessary instruments will be implemented to mobilize the

savings of foreign employment.

To increase the
intergovernmental
coordination and
collaboration between
the private, the

cooperative, and the

Access to finance will be extended to all citizens through
the expansion of the financial system.

The reach and services of banks and the financial sector
will be expanded.

The savings and investment of low-income and small

savers will be increased through cooperatives and
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Strategies Working Policies

community sector for an community organizations.

increase in savings and | 4. Financial awareness and literacy programs about the

their mobilization. importance of savings (especially long term savings) will
be conducted by the local level in cooperation with
financial institutions, cooperative, and community sectors.

5. Structural reform will be carried out in the financial sector

by expanding financial institutions to the local level and

provincial coordination at the province capital.

5. Expected Results

Gross domestic savings as a ratio to the GDP will have increased from 20.5 per cent to

22 per cent and gross national savings will have reached 47.5 per cent.

4.2 Public Finance
4.2.1 Public Expenditure
1. Background

Effective mobilization of public expenditure is imperative to build a basis for the
socialism-oriented economy through efficient and effective utilization of available resources
and means. The situation calls for addressing the citizens’ increasing necessities and
expectations within the boundary of available resources and means. Furthermore, financial
liabilities created by the law made to implement the fundamental rights guaranteed by the
constitution will have to be managed. With the change in the structure of and in the roles and
responsibilities for public expenditure, the federation, province, and local governments will
have to carry out their expenditure in a balanced and equitable way as per their expenditure
responsibilities. The capacity building of all three levels is necessary to make the overall
public expenditure system transparent, accountable, and result-oriented. In the past 10 years,
public expenditure as a ratio of the GDP has increased to 31.6 per cent from 19.8 per cent.
Therefore, this plan is focused on efficiency, efficacy and sustainability, maximum and
quality capital expenditure, and domestic capital formation and the implementation of fiscal

federalism.
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2. Major Problems

Capital expenditure not increasing as expected compared to recurrent expenditure,
lack of efficiency in allocation and execution, failure to mobilize development aid as per the
commitment, and lacking compliance in the fiscal discipline are the major problems in public
finance management. There are additional problems such as demand for more budget than the
capacity to spend, projects not completed in the stipulated time, cost, quantity and quality,

excessive number of ongoing projects, and lack of good project governance.

3. Challenges and Opportunities

Managing the public expenditure focusing on the attainment of the long-term vision of
Nepal, roadmap of SDGs and the goals of the Fifteenth plan, implementing fiscal federalism
along with managing the rising demand for public expenditure, increasing allocation and
spending efficiency and raising capital expenditure by keeping recurrent expenditure within
the desired limit has been seen as the major challenges. Mobilizing development aid in the
field of national necessity and priority, institutionalizing the public expenditure system at the
provincial and local level, and maintaining a balance between the needs and the available
resources of the provincial and local level are the additional challenges.

Policy, legal, procedural, and technological improvements made in the public expenditure
system, the activeness of the elected governments at all three levels, development of
provincial and local economy, the possibility of maximum mobilization of local resources,
and commitment of development partners regarding the assistance are the major
opportunities. Additionally, the long term vision of Nepal, roadmap of the SDGs, financial
strategy, and Medium-term Expenditure Framework (MTEF) have created opportunities for
making public expenditure more effective.

4. Vision, Goal, Objectives, Strategies and Working Policies
4.1 Vision

Building a prosperous economy through efficient and result-oriented management of

public expenditure.
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4.2 Goal

To achieve high economic growth through efficient, equitable, and result-oriented

management of public expenditure.

4.3 Objectives

To maintain allocation and implementation efficiency and financial discipline for

public expenditure.

4.4 Strategies and Working Policies

Strategies

Working Policies

. To strengthen the
public expenditure
system of the
federation,  province,
and local levels and

make it result-oriented

by maintaining
efficiency,
transparency, and

Laws related to public expenditure systems including

Financial Procedures Act along with the Fiscal
Responsibility Act will be formulated and amended and

enforced.

. An integrated system for public expenditure at the

federation, province, and local levels will be developed.

. Arrangements will be made to institutionalize Mid-Term

Expenditure Framework (MTEF) comprising of Medium-

Term Financial Framework, Medium-term  Budget

accountability. Framework, and Medium-Term Results Framework to

maintain alignment between the periodic plans and annual

plans and budget, to ensure prioritization of
programs/projects and the resources for them and to align
the public expenditure with results.

4. Arrangements will be made for encouraging capital
expenditure to be made from the beginning of the fiscal
year.

5. The internal control system of the three levels will be
strengthened to reduce financial risk.

6. Capacity building programs will be carried out for staff

related to budget and program/project formulation and
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Strategies

Working Policies

implementation.

. To allocate the public
expenditure in  the
areas of economic and
social capital formation
efficiently and

effectively.

Standards for recurrent expenditure management will be
developed. Furthermore, non-budgetary expenditures will be
controlled.

Recurrent expenditure will be incorporated with capital
expenditure  to  increase  productivity.  Necessary
arrangements will be made for the repair and maintenance of
the constructed capital structures.

Public resources will be allocated to the infrastructure sector
that expands the revenue base and provides high returns to
investment.

Necessary budget will be allocated for education, health,
drinking water, and sanitation, and social security and
protection to emphasize social development.

Project management guidelines will be formulated and
implemented at the federation, province, and local levels to

carry out the development programs/projects effectively.

. The internal loan will be prioritized for utilization in the

production and capital formation sectors.

. A national project bank will be established for appropriate

projects by carrying out a socio-economic cost-benefit
analysis of the projects. The program/projects listed in that
bank will carry the budget allocated as per the priority based
on the expected outcome, provincial balance, and local
needs.

Projects will be completed in the stipulated deadline by
improving project good governance.

National grant policy will be formulated to provide the

grants productively and transparently.

10. One-door policy will be adapted for grant distribution.
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Strategies Working Policies
. To arrange Detailed norms, roadmap, and integrated framework will be
intergovernmental prepared to make resource distribution and fiscal transfer

finance in a fair,
balanced, and
complementary manner
to address the
federation,  province,
and local level’s

development needs.

among all three levels of the government transparent, fair,

and balanced.

. A balance between the provincial and local levels will be

maintained by centralizing the investment in the field of
economic and social infrastructure in an equitable manner to
reduce the imbalance between development and available
resource.

The framework of agreement related to co-investment and
joint investment of the three-level government will be

prepared and implemented.

. To make the public
expenditure system
more transparent
through the wuse of
modern  information

technology.

. The integrated financial management information system

will be developed by adopting modern information
technology to maintain uniformity among all three levels of
the government in budget formulation, implementation,

accounting, and reporting.

. The public payment system will be made fully based on an

electronic system.

. The Line Ministry Budget Information System (LMBIS)

will be improved further by incorporating into a Treasury

Single Account system.

. The information about public expenditure and revenues will

be arranged for publicizing via electronic medium. A system

for monitoring public expenditure will be established.

5. Expected Results

Budget allocation will have efficiency; effective utilization vyielding expected
outcome, the share of capital expenditure in public expenditure will have increased

significantly, implementation of fiscal federalism will have been effective through the
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strengthening of fiscal interconnectivity between the federation, province, and the local level,
the budget system will have become transparent, scientific and based on information system

and projects will have been completed in a prescribed quality, quantity, cost and time.

4.2.2 Revenue
1. Background

It is necessary to increase the mobilization of internal resources to implement the
fundamental rights, directive principles of the state stated by the Constitution, and to fulfill
the increasing need for public expenditure for development and prosperity of the nation, and
to reduce the dependency on foreign aid. In the past 10 years, the average growth of revenues
has been 19.2 per cent and has reached 24.8 per cent as a ratio of GDP in the fiscal year
2075/76. This plan is directed towards maximum mobilization of the revenues to assist in
increasing the production via investment, business, and taxpayer-friendly tax administration

by improving public finance structures corresponding to the federal system.

2. Major Problems

The high share of the informal sector in economic activity, the dependency of a huge
share of revenue in imports, inability to increase the share of income tax in revenues, revenues
not being collected as expected because of the inability to improve value-added tax system to
make it able to save the national tax base, range of tax not being increased as expected and not
being able to mobilize revenues as per the potential and capacity are the major problems of

this sector.

3. Challenges and Opportunities

Reducing the gap in tax compliance has remained a major challenge. Additional
challenges of this sector are bringing all economic activities within the range of taxation by
improving the taxation system, decreasing the cost of tax collection and cost of tax
compliance for the taxpayers and achieving full compliance, maintaining strong
interrelationship among production (especially the service sector) and economic growth and

revenue and increasing professionalism, transparency, and integrity among taxpayers and tax
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administration. Furthermore, harmonizing the revenue structures in accordance with the
federal structure, controlling the revenue leakage, making the transaction value the basis of
customs check system, making a provision for compulsory issuance of the actual invoice,
maintaining a balance between revenue collection and business facilitation are also the

challenges of this sector.

Creation of a business-friendly environment due to policy stability and sustainability,
high economic growth and expansion of the size of the economy, increment in the potential
for revenue mobilization in accordance with the scope of the federation, province, and local
level, are the major opportunities of this sector. Additionally, expansion in the scope of
taxation along with the increment in participation in taxation, tax system being more
progressive, policy provisions for the protection and promotion of domestic industries and
businesses, institutional expansion of tax administration and increase in access of taxpayers
and increase the use of information and technology in revenue administration are

opportunities as well.
4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision
Building a prosperous economy through the development of a strong and progressive
revenue system.
4.2 Goal
To increase revenue to one-third of the GDP by increasing the taxes based on
domestic production and income.
4.3 Objectives

To mobilize the revenue to the maximum through production, investment, business,
and taxpayer-friendly and clean, neutral, transparent and progressive taxation system and

voluntary participation in taxation.
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4.4 Strategies and Working Policies

Strategies

Working Policies

. To broaden the tax

base by bringing all
kinds of economic
activities into the
scope of taxation.

The revenue base will be protected by protecting the national
and international tax base. The national framework of revenue
will be prepared.

People and firms involved in all kinds of economic and
business transactions will be provided with a Permanent
Account Number (PAN) and brought within the scope of
taxation.

The invoice issuing system will be improved by adopting an
electronic invoicing system and the Value Added Tax (VAT)

system will be made more effective.

. Awareness of taxation will be increased by expanding

taxpayer education to increase everyone's participation in the
scope of the tax.

. To make the revenue

administration

efficient,

professional, and
clean through
expansion and

modernization.

Internal revenue administration will be strengthened and
expanded to increase the scope of taxation and the access of
taxpayers.

The existing electronic revenue payment system will be
strengthened and expanded to incorporate all types of
revenues.

The Tax administration will be modernized using the latest
procedures, practices, technology, and equipment being used
in the world's taxation system.

The Excise duty administration will be modernized by
adopting the use of excise duty tickets with barcodes and

tracking systems.

. To reform structural

and systemic aspects

of revenue

. Additional manpower will be mobilized by improving and

expanding the organizational structure for the specialization

of the function of revenue administration.
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Strategies

Working Policies

administration in
accordance with the

federal system.

A coordinating and supportive role will be played for
enhancing the capacity of the provincial and local levels in
revenue collection, efficiency, and identification and
expansion of the tax base.

Taxpayer related information from various regulatory bodies
will be integrated to develop a taxpayer information
management system.

Necessary measures will be taken to uphold professionalism,
honesty, transparency, cleanliness, and integrity in taxpayers

and tax administration.

To make the taxation
system more
investment/business-
friendly to assist in

economic expansion.

The declaration, classification, and valuation of goods in
customs will be made realistic.

Customs checking system will be made technology- and risk
management-based. The concept of “Trusted Traders” will be
adopted for the customs check.

Agreement on avoidance of double taxation and the
prevention of fiscal evasion concerning taxes on income will
be carried out with countries that have more financial trade
and the possibility of investment in Nepal to increase the
economic benefit and promote investment in Nepal.

The taxation system will be developed as a catalyst for the

manufacturing industry.

To make the taxation
system simpler and
more equitable
through timely
improvement in the
tax  structure and

rates.

Innovative concepts and practices related to taxes will be
adopted to make the taxation system more progressive and
public finance more sustainable.

The social security tax system will be strengthened.

Income tax and customs duty rates will be reviewed as per the
international scenario and commitment.

Non-tax revenue areas will be expanded and the rates of

taxation will be revised on time to make them cost-effective.
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5. Expected Results

Revenue system will have become an investment-, business-, and taxpayer-friendly,
tax collection cost and taxpayers’ participation cost will have been reduced as all types of
revenues to be paid via electronic medium and revenues will have reached 30 per cent and

income tax will have reached 10 per cent of the GDP.

4.2.3 International Development Cooperation
1. Background

International development cooperation is necessary to fulfill the gap of resources in
the investment sector, to maintain trade balance, and to achieve development through the
transfer of the latest knowledge and technology. Although Nepal has been receiving foreign
aid in the past six decades, its effective utilization is lacking. Additional development aid has
to be arranged and mobilized to secure the fundamental rights of the citizens and to carry out
development activities in accordance with the federal system. It is necessary to mobilize the
foreign aid also for upgrading Nepal to a developing country by 2022 and a middle-income
country by 2030 and to attain the SDGs by the time. In the past 10 years, the ratio of foreign
aid to the GDP has remained at 3.7 per cent while its share on public expenditure has

remained 11 per cent.

2. Major Problems

Lack of a strong project management and monitoring system, low absorptive capacity
for development cooperation, and lack of incorporation of all types of foreign aid in the
national priority and system are the major problems of this sector. Additionally, the inability
to incorporate the aid into budgetary assistance framework rather than receive it on an
individual project and program basis, and the inability to bring the bilateral aid into the

national budget system also remain as challenges.

3. Challenges and Opportunities

Mobilizing development cooperation in coordination with the federation, province,
and local levels to reduce fragmentation and duplication of the programs to be conducted in

the provincial and local level, ensuring good practices such as ownership, alignment, mutual
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accountability, harmonization, and transparency in aid management at all tiers, reducing the
gap between commitment and utilization of aid and mobilizing aid through established system

and structures are the major challenges of this sector.

Formation of the federation, province and local level governments and them being
functional, the rise of people’s aspirations and expectations because of political stability, the
establishment of project bank, Nepal’s participation and commitment in the ongoing
international campaign for aid efficacy, development partners’ willingness to flow the
development cooperation to achieve the SDGs and realize the long term vision and rise in
non-traditional development partners’ assistance are the opportunities for effective

mobilization of development cooperation.
4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision
Building a prosperous economy through effective mobilization of international
development cooperation.
4.2 Goal

To assist in achieving development goals through enhanced national capacity by
increasing the international development cooperation mobilization in the necessary and

national priority areas.

4.3 Objectives

To make the nation gradually self-reliant in the development finance by increasing
production, productivity and employment through selective utilization of international

development cooperation.

4.4 Strategies and Working Policies

Strategies Working Policies
1. To mobilize the|1. Foreign aid will be focused on the area of the domestic
international capital formation as per the national, provincial, and local
development level’s needs and priorities to achieve maximum economic
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Strategies

Working Policies

cooperation based on
national need, policy,

and priority.

benefit.
Effectiveness in development cooperation mobilization will
be ensured by achieving the optimum results.

Development partners will be encouraged to mobilize the
assistance in the area where they have achieved comparative
specialization  and

experience.  Fragmentation  of

development aid will be discouraged.

. To mobilize

development
cooperation according
to the national policy
and international
commitments
regarding the efficacy

of development aid.

Policy provision will be made to avoid mobilization of one
development partner’s funds through another development
partner or agency in general to discourage the fungibility of
aid or the trend of transfer of aid amount.

Development cooperation-related latest concepts and
instruments developed globally for enhanced effectiveness
of aid such as blended finance, South/South cooperation,
capacity building for internal resources mobilization, and
taxation for development will be studied and utilized based
on their appropriateness.

Transparency of development cooperation will be increased
by accepting the development aid to incorporate it into the
national budget system and improving the aid management
information system.

Foreign aid will be mobilized within the international

commitments and framework of the law.

. To utilize the

development

cooperation as per the
principle of equity and
provincial balance by
transforming the

development

The policy, legal, and institutional arrangements will be
made to mobilize development cooperation corresponding to
the federal structure.

Development cooperation will be encouraged to be
mobilized focusing on provincial balance and fulfillment of
the local needs.

The aid will be encouraged to be mobilized for the
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Strategies Working Policies

cooperation system development of region, class, and community that are
according to  the backward from the economic and social perspective.

federal structure.

5. Expected Results

All types of development cooperation will have been incorporated into the national
budgetary system; development aid will have been mobilized in the areas of national need,

policy, and priority.

4.2.4 Public Debt
1. Background

Public debt has an important role in low finance mobilization, macroeconomic
stability, utilization of foreign capital and technology, and in maintaining intergenerational
parity. It is necessary to mobilize public debt in the areas of national need and priority to
maintain macroeconomic stability by preventing the contraction of the credit flow in the
private sector. Although the Nepal government has been borrowing domestically and
internationally to maintain a balance between the increasing public expenditure and limited
revenue and grants, public debt mobilization has not been as expected in recent years. By FY
2018/19, out of the total debt to be paid, internal debt has remained 13.1 per cent and foreign
debt 17.1 per cent as a ratio of the GDP. This plan is focused on low finance mobilization
necessary for high economic growth by mobilizing public debt in sustainable areas with high

rates of return as per the federal structure.

2. Major Problems

Public debt not being mobilized as expected in the areas of national need and priority
is the major issue related to public borrowing. Additionally, issues in internal debt
mobilization are lack of public awareness regarding loan mobilization equipment and inability
to mobilize the loan in productive areas whereas issues seen in foreign debt mobilization are

inability to obtain the loan as per the commitment, gradual reduction of the share of
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concessional loans, lack of loan mobilization and utilization capacity and increase in cost due

to the high foreign exchange related risks.

3. Challenges and Opportunities

Making public debt sustainable and highly result-oriented by mobilizing it in the areas
of production and infrastructure construction, managing the risk of public debt effectively,
mobilizing the internal debt without discouraging the private sector investment, and reducing
the foreign debt burden by increasing domestic capital mobilization capacity are the major
challenges in this sector. Furthermore, maintaining macroeconomic stability, attracting
investors towards the short-term and long-term instruments of internal debt mobilization,
developing the capital market by increasing the utilization of long-term debentures and
managing the public debt being mobilized by the federation, province and local level in a
coordinated manner are also the additional challenges in this area.

Management of internal debt mobilization through different instruments at the federal,
provincial and local levels in accordance with the federal structure, potential for additional
mobilization due to a low public debt to GDP ratio, establishment and operation of a separate
office for the management of public debt, increase in access of investors in financial system
due to development and expansion of the capital market and increasing utilization of
information technology and commitment of development partners for the implementation of

SDGs are the major opportunities in this sector.

4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision
Building a strong economy through effective mobilization of public debt.

4.2 Goal

To mobilize the public debt in national infrastructures and productive sectors while

maintaining macroeconomic stability.

101



4.3 Objectives

To contribute to employment generation, domestic capital formation, and economic

growth through effective management of public debt

4.4 Strategies and Working Policies

Strategies

Working Policies

. To mobilize the

public debt to the
extent the country can
afford in high

yielding sectors.

The public debt will be mobilized and utilized in the
production and infrastructure construction sectors while
maintaining macroeconomic stability.

Suitable resources will be identified and managed to
minimize the risk of public debt mobilization.

The public debt will be mobilized to contribute to internal
resource mobilization, import management, and export

promotion.

. A policy of no government guarantee will be adopted by the

government on the debt that would be mobilized in the area
except for the large infrastructure construction and areas

specified by the Nepal government.

. To carry out policy,

legal, and structural

reforms regarding
public debt
management.

Medium- and long term strategies regarding public debt
management will be formulated.

The legal base will be clarified by amending the acts/rules to
mobilize the public debt corresponding to the federal
structure.

The public debt management office will be modernized and
made information technology-friendly and research-oriented.
The basis for public debt mobilization will be reviewed and
revised on time.

Necessary provisions will be enacted to facilitate the

development of the capital market.
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Strategies

Working Policies

To diversify the

public debt
management
instruments and
resources

corresponding to the

federal system.

The secondary market will be made more active by promoting

financial literacy, providing incentives, diversifying
government debt instruments, and developing mechanisms for
automated trading to increase the attraction of investors in

government bonds.

The foreign debt will be mobilized on a need basis after

studying the relevance of the latest concept, resources, and

equipment.

3. Provision for the mobilization of public debt through suitable
instruments will be made based on the provincial and local
levels” economic potential and financial capacity and

expected returns.

5. Expected Results

Annual public debt will have been confined within 4.3 per cent of GDP, mobilization
of public debt in capital formation and productive areas of national priority will have

contributed to high economic growth.

4.2.5 Intergovernmental Finance

1. Background

Fiscal federalism is necessary for enabling the federal, provincial, and local level
governments to exercise their rights including the right to mobilize resources necessary to
carry out their mandates. Article 57 of the Constitution has distributed the state power to the
three levels of the government and the Schedule 5,6,7,8, and 9 of the Constitution have
outlined the exclusive and concurrent powers of the three levels to carry out their functions
and responsibilities. For the provincial and local level governments to fulfill their
responsibilities, in addition to the taxation power, Article 60 of the Constitution has made a
provision for revenue sharing from the Federal Reserve for provincial and local levels and

from province reserve for the local levels and also a provision for fiscal equalization,
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conditional, matching, and special grants. In addition to this, because all three tiers of
governments can present a deficit budget, they are allowed to take internal loans for financial
management. This plan is focused on managing intergovernmental finance to institutionalize
fiscal federalism through transparent and equitable fiscal transfer, creating a basis for
development and prosperity by developing the provincial and local economy in a balanced

and equitable manner.

2. Major Problems

Lack of segregated data in a reliable and level-wise manner at the provincial and local
levels, lack of financial management experience at the provincial and local level, inability to
identify the expenditure needs of the provincial and local levels, lack of identification of
actual revenue capacity of the provincial and local levels are the major problems identified in
this sector. Furthermore, difficulty in estimating the effect of the three tiers of the government
on the market available for internal debt mobilization and overall financial stability, lack of
required laws and policies regarding the financial aspects of all three tiers, duplications in the
functions of federal, provincial and local level governments, and lack of uniformity in
understanding different models and of fiscal transfers and their utilization also remain as

problems.

3. Challenges and Opportunities

Identifying and managing the required resources to fulfill the functions and
responsibilities prescribed by the constitution to the federation, province and local levels,
making the data of the provincial and local levels credible and reliable, ensuring that different
types of fiscal transfers are utilized for their stated purposes only and developing the capacity
of the provincial and local levels on expenditure and utilization of resources are the major

challenges related to intergovernmental finance.

Formation of the basis for mobilizing additional resources to match with the expansion
of socio-economic activities at all three tiers increased scope for revenue mobilization in
keeping with the revenue-collecting authority of all three tiers of governments, the possibility
of the development of local economy due to the local level being involved in small

infrastructure construction, and the expansion seen in industries and business sectors and also
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in the growth of agricultural production in addition to the delivery of services and ownership

of all three tiers of the governments in overall economic development are the opportunities of

this sector. Additionally, activeness noticed in the development operations of provincial and

local levels after their transfer to them by the Center, reduction in the possibility of resources

being scattered to different activities after the implementation of strict provisions regarding

the use of the fiscal transfers, and creation of a favorable environment of competition in

development among local levels and provinces through the maximum utilization of available

resources are other opportunities of this sector.

4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

Building a prosperous and socialism-oriented economy through fiscal federalism

4.2 Goal

To have a balanced and fair development according to the federal system through the

equitable and judicious mobilization of all kinds of resources available within the country

4.3 Objectives

1. To make resources available in a just, balanced, and complementary manner so as to

address the expenditure needs of federation, province, and local levels.

2. To increase the fiscal space of the three tiers.

4.4 Strategies and Working Policies

Strategies

Working Policies

1. To manage resources to
complete the exclusive
and concurrent powers
of the three tiers

harmoniously.

Programs will be carried out in such a way that duplication

is avoided and the programs complement each other.

A provision will be made for single administration of

taxation in the areas of shared jurisdiction between the

provincial and local levels.

The intergovernmental coordination will be made effective
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Working Policies

by increasing the roles of the Interprovincial Council,
Intergovernmental Fiscal Council, and the Provincial
Coordination Council.

Revenue and expenditure rights will be gradually handed
over to the provincial and local levels.

Development programs and projects will be handed over
and operated according to classification and jurisdiction.

A participatory environment will be created so that the
provincial and local levels have a sense of ownership in

national development programs.

Strategies
To make the
intergovernmental
fiscal transfer

transparent, predictable,

and fair.

Additional improvements will be made in revenue
mobilization by studying revenue capacity and potential of
the provincial and local levels.

A necessary statistical basis will be prepared to make the

intergovernmental fiscal transfer objective and transparent.

The cost for service delivery and development construction
activities will be ascertained and the required resources will

be ensured.

A provision will be made for carrying out
intergovernmental fiscal transfer based on the efficacy of
performance and utilization of fiscal transfer by the
provincial and local levels.

Precautionary measures will be adopted to prevent disputes
in revenue mobilization and resource distribution between
the governments.

Areas to be improved in revenue collection by the
federation, province, and local levels will be identified
through regular study and research.
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Strategies

Working Policies

To develop the capacity
regarding public
finance management at
the federation,
province, and local

levels.

Institutional capacity of the provincial and local levels will
be developed for the public finance management carried out

by the provincial and local levels.

. National Natural Resources and Fiscal Commission’s

institutional capacity will be enhanced.
Federation, province, local level, and other stakeholders’
capacity will be developed in various areas of fiscal

federalism.

To maintain fiscal good
governance at the
federation,  province,

and local levels.

Internal debt mobilization will be made scientific and
objective based on macroeconomic indicators, and the
ability to take and utilize the loan.

The financial risk will be reduced by developing and
adhering to the risk assessment method of the provincial
and local level’s fiscal good governance.

An electronic system will be implemented to make
intergovernmental fiscal transfer equitable, predictable, and

transparent.

5. Expected Results

Resources will have been managed to perform the exclusive and concurrent functions

4.3 Public Enterprises

1. Background

and responsibilities of the three tiers of the government, the intergovernmental fiscal transfer
will have become transparent, predictable and just, provincial and local level’s institutional
capacity will have been developed, Federation, province and local level’s fiscal discipline will

have been maintained and the three tiers will have been bound by financial interconnectivity.

Public enterprises have a distinct role in the production, distribution, and management

of goods and services that are of essential, public, and monopolistic nature. Public enterprises
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need to be established and operated as well for letting them play a leading and exemplary role
in the areas where the private sector has shown its minimal presence or investment, and also
for utilizing and protecting the national industries and resources, and strengthening the state’s
presence in the area of strategic importance. Established under the Special Act, Corporation
Act, Communication Corporation Act, and Companies Act, there are 35 public enterprises and
14 subsidiary enterprises now in operation. This plan has focused on business efficiency
growth and cost reduction, professional autonomy in operation and management, clarity in
share ownership and risk distribution, competition in production and transparency and
accountability in management and restructuring and establishment of public enterprises in

keeping with the functions of the federal system.

2. Major Problems

Professionalism and competitive capacity of the enterprises remaining poor, operation
and management not being uniform, some enterprises taking the roles of both the regulator
and goods/service provider, regulation, coordination and supervision of the enterprises being
done by different bodies, closed down enterprises not being properly protected and utilized,
lack of provision of funds and high liabilities are the major problems in this sector.

3. Challenges and Opportunities

Providing satisfaction to common people in production, distribution, quality, and price
of the goods and services that are essential, public and monopolistic, increasing the
professional and competitive capacity of the enterprises, reducing the financial burden of the
government by maintaining fiscal discipline, utilizing the assets of the closed enterprises for
alternative use, putting an end to the disputed issues of disinvested enterprises and regulating
to ensure that the enterprise is in operation after the disinvestment and managing the
enterprises under operation according to the federal structure are the major challenges of this

sector.

Policy clarity, stability, and sustainability, opportunity to restructure and establish the
enterprises in a specialized manner according to the federal structure, existing relevance of the

role of public enterprises in creating a competitive market due to private sectors not being
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effective in some areas and the government moving forward with the concept of public-
private partnership are the opportunities of this sector.
4. Vision, Goal, Objectives, Strategies and Working Policies
4.1. Vision

Building a self-reliant and socialism-oriented economy through strong and competitive
public enterprises.
4.2 Goal

To maintain a competitive, quality and accessible availability of essential, public and
monopolistic goods and services through efficient and effective management of public

enterprises.

4.3 Objectives

To establish citizen’s access in production, distribution, and consumption of quality
goods and services by improving the establishment, operation, and management system of

public enterprises.

4.4 Strategies and Working Policies

Strategies Working Policies
1. To disinvest in | 1. Enterprises currently under operation will be restructured
seemingly irrelevant keeping them under the federation, province, or local levels
enterprises and to according to their objectives, scope of operation, and nature
reconstruct and of work.

establish  the public | 2. Strategic provisions will be made for the merger and
enterprises  that  are acquisition of the enterprises based on necessity, objective,
deemed important and scope of work.

based on need and |3 pyplic enterprises deemed unnecessary to be operated by
utility in the federal the state will be disinvested through appropriate policy,

structure. method, and procedures.
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Strategies

Working Policies

. A necessary mechanism will be built to settle and disputes

in privatized enterprises.

. Assets under the ownership of the divested enterprises will

be managed and utilized for alternatives purposes.

. To make the operation,
management, and
regulation of public
enterprises effective
through  legal and
institutional reforms

and modernization.

Necessary legal provisions including the formulation of an
integrated act and amendments will be made regarding the
regulation, operation, and management of enterprises.

Institutional and structural provisions regarding necessary
regulation, operation, and management of public enterprises

will be made.

. A study on operation and management of the public

enterprises in a public-private partnership will be carried out
and the recommendations received will be implemented by

making necessary legal and institutional provisions.

. A staff capacity development program will be conducted to

enhance the professionalism of public enterprises.

Programs for uplifting the managerial capacity of public
enterprises will be conducted.

Public enterprises will be modernized with the use of the
latest technology including information technology to
increase the service, production, and productivity being

offered by the public enterprises.

5. Expected Results

Required legal provision for the improvement of public enterprises will have been

operation of the enterprises.

ready, a regulatory body of public enterprises will have been established, and public
accessibility to the goods and services provided by the public enterprises will have increased

along with improvement in their quality due to improvement in the management and
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4.4 Monetary and Financial Sector
1. Background

Maintaining price stability, external stability, and stability in the financial sector for
sustainable economic development is the major goal of the monetary and financial sector.
Monetary policy has been focused on contributing to economic growth through the maximum
mobilization of available resources. The economy's capacity for domestic investment has been
growing due to the strengthening of the banking sector as a result of the implementation of the
policy to merge/acquire the banks and financial institutions and strengthen their capital base.
Additionally, the campaign of establishing branches of commercial banks at all local levels
has contributed significantly to the expansion of access to finance. The average growth of
credit issued to the private sector and inflation in the 14" plan has remained 4.4 and 19.7 per
cent respectively. This plan is focused on price control and interest rate stability, liquidity
management, expansion of loan in prioritized areas, institutional and structural reform of the
financial sector, financial inclusion, and maintaining overall financial stability and in external

sectors.

2. Major Problems

Lack of credit expansion as expected in the areas of national priority such as
agriculture, energy and tourism, lack of infrastructures including roads, transportation,
electricity, communication, internet, security required to operate branches of the banks and
financial institutions in remote areas, banks and financial institutions being operated in such
areas unable to expand access to finance due to high operational cost, weak demand for
financial services and products due to the lack of financial literacy and lack of expansion of

the scope of electronic transactions as expected are the major problems in this sector.

3. Challenges and Opportunities

Keeping inflation caused by non-monetary factors and supply-side issues within the
desired limit, maintaining a strong balance of payment status by managing the increased
import, managing the investable means by extending access to finance, minimizing the
informal financial transactions, maintaining interest rate stability and increasing good

governance in the financial sector are the major challenges of this sector.
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Economic development and prosperity-oriented economy following the
implementation of federalism, increasing economic relations with the international and
regional organizations, improvements brought in the professional environment, growth in
internal demand, strengthened capital base and expansion of branches of banks and financial
institutions and increasing efficacy of monetary and financial policy due to modernization of
payment system are the major opportunities of this sector.

4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

Dynamic, reliable, and productive monetary and financial sectors.

4.2 Goal

To ensure the required financial resources by maintaining internal and external

stability to achieve high, sustainable, and employment-oriented economic growth.

4.3 Objectives

1. To achieve inflation control, the balance of payment surplus and financial stability.

2. To increase the availability of financial products in prioritized areas by increasing

access to finance.

3. To make the payment system secure, robust, and reliable.

4.4 Strategies and Working Policies

Strategies Working Policies

1. To increase the | 1. Laws and systems related to the financial sector and foreign
efficacy of monetary exchange will be reviewed.
and fiscal policy. 2. The open market operations and collective prudent regulation
will be made more effective.

3. Effective coordination among regulators of the financial
sector will be increased.

4. Savers and investors will be encouraged by creating a positive
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Strategies

Working Policies

environment in the financial sector to mobilize the investment
in the productive sector and growth in savings.
Resources will be mobilized to the maximum by minimizing

the financial mediation cost.

To mobilize adequate
resources and means
in the national

priority areas.

Banks and financial institutions and infrastructure
development banks will be encouraged to expand the loan in

the national priority sectors.

Financial resources will be mobilized for capital formation by
attracting investment in the construction of the physical
structures.

The necessary arrangement will be made to make

concessional loans and refinancing more effective.

To extend access to
finance to remote and
backward areas
through the adoption
of the latest
technology and

financial literacy.

Financial literacy will be increased in cooperation with the
local level, bank, and financial institutions, and cooperative
and community organizations.

Information technology will be utilized to the maximum to
expand access to financial services and products.

Financial instruments appropriate at the local level will be
developed and expanded.

Microfinance institutions will be encouraged to deliver

financial services in the social banking concept to extend

access to finance in remote and backward areas.

To develop a secure,

modern, and
electronic  payment
system.

Regulation of payment service providers will be made more
effective by establishing a real-time gross settlement system.

Financial transactions will be shifted to an electronic system
by promoting the use of modern instruments in the payment

system.

Money laundering, financial crime, and the informal financial
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transaction will be minimized by encouraging cashless

transactions.

5. Expected Results

The yearly average inflation rate will have been limited to 6 per cent; the average
growth rate of broad money supply will have remained 17 per cent, foreign currency reserves
that can support import of goods and services for at least seven months will have been
maintained, credit expansion of the private sector will have been 20 per cent on average, due
to rise in financial accessibility population per bank branch will have reached 2 thousand and
6 hundred, electronic banking facility will have reached all wards of local level and all

citizens will have had bank accounts.

4.5 Price Policy

1. Background

Generally, supply and demand determines the price of goods and services. Price level
impacts all aspects of the economy such as investment, employment, production, and
distribution. The price level is affected by various factors such as availability and change in
the price of production means, the policy adopted by the government, state of inflation in
foreign countries, state of competition in the market, changes occurring in aggregate demand
due to humane and other reasons. This plan is focused on the direction of achieving maximum
and sustainable economic growth through the growth of factors such as overall investment
and employment, production, supply, and demand by keeping inflation rate within the desired

limit.
2. Major Problems

Lack of supply of goods and services corresponding to the expansion in demand,
inappropriate rise in prices of goods and services due to disruption of market competition by
factors such as black marketing, syndicate and cratering, and lack of measurement of price

levels in the informal sector are the major problems in this sector.
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3. Challenges and Opportunities

Keeping the inflation rate within the desired limit has remained as the major challenge
of this sector. Additionally, reducing the effect of Indian inflation and fluctuations in
international prices, reducing the effect of fluctuations in agricultural production and supply
due to unfavorable weather conditions, and creating an environment for price determination
through market competition by eliminating factors like black marketing and syndicates are the

major challenges in this sector.

Growth in aggregate demand due to increased production and productivity along with
investment because of policy stability, existence of policy, structural and institutional
provisions for eliminating monopoly, black-marketing and syndicate, and facilitation of
supply regime due to the expansion of competitiveness and transportation sector are the

opportunities in this sector.
4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

Macroeconomic stability through price stability

4.2 Goal

To maintain price stability through the strengthening of market competition and

controlling high inflation

4.3 Objective

To avoid purchasing power of Nepali currency from falling by keeping inflation

within the desired limit and to increase the competitiveness of exportable goods and services

4.4 Strategies and Working Policies

Strategies Working Policies

1. To keep  the | 1. The monetary policy will be formulated according to the state of
inflation within the liquidity and inflation. The public finance and monetary policy

desired limit will be focused on maintaining price stability.
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Strategies Working Policies
through policy, | 2. A structural change will be carried out to provide autonomy and
legal, and maintain stability in pricing policy.
structural Price stability will be maintained through foreign exchange
provisions. policy.

Provisions will be made for regular monitoring of price levels
revising the price index. A national-level price index will be

created by including rural and urban consumer prices.

. To facilitate the

supply system
increasing

production and

Easy availability of goods and services will be ensured by
integrating the agriculture and service sector’s production with

the market.

Banks and financial institutions will be encouraged to ensure the

productivity. availability of credit in the productive sectors.
Productivity will be increased by improving the production
regulatory mechanism and the cost of doing business.
. To improve The availability of daily consumer goods and basic and social
consumers’ services and facilities will be ensured at a minimum price.

purchasing power
by arranging for an
easy supply of
essential goods and

services.

The supply system will be made easy and accessible by
increasing production, storage, and distribution capacity of basic

need items.

The public distribution system will be strengthened.

. A provision will be made for the flow of information by

strengthening the price and market information system.

. To end the

monopoly, black-

marketing,
syndicate, and
middlemen by

strengthening

Unwanted activities related to supply will be discouraged and
controlled through regular inspection and regulation of the

market.

. Arrangement regarding the establishment of market information

centers at each local level will be made to make the information

about the price of agricultural and other products and items
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market inspection available.
and regulation | 3, The competitive pricing system will be maintained by
system. establishing a direct relationship between the producers and

consumers through the cooperative market and direct market by

eliminating the influence of middlemen.

5. Expected Results

The market inspection system will have become effective, market information center
will have been established, and the yearly average inflation rate will have been limited to six

per cent.

4.6 Foreign Trade, the Balance of Payment and Foreign Exchange
1. Background

The balance of payment status and also that of the foreign exchange reserve of Nepal
are mainly determined by payments for imports and the inflow of remittance. The government
of Nepal has adopted the policy of encouraging the investment of foreign capital and
technology in the area of import management and export promotion. The balance of payment
status of Nepal was in surplus in most of the past years despite a continuous increase in trade
deficit because of the remittance income. The trade deficit is on the rise as the size of imports
has been increasing whereas the exports of goods and services remain constant. Goods and
services trade deficit in FY 2018/19 had remained at 38.6 per cent of GDP. Remittance inflow
had been 25.4 per cent of GDP. During the expansion of an economy, the import-export ratio
is unlikely to improve as expected unless the domestic production is increased. The current
account may have excessive pressure for the development of productive sectors. This plan
will be focused on maintaining the required foreign exchange reserve to support the import of
goods and services and making the balance of payment status positive by reducing the trade
deficit.
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2. Major Problems

The high trade deficit, low production of agricultural and industrial products, inability
to increase the production of domestic goods, lack of country-wise and product-wise
diversification for export promotion, inability to reduce import smuggling due to open border,
lack of expected growth in the service sector, inability to develop industrial infrastructures are

the major problems of this sector.

3. Challenges and Opportunities

Diversifying country-wise and goods-wise trade for export promotion, increasing
production and productivity of exportable agricultural goods, managing import by
encouraging production and use of alternative goods, earning foreign currency through the
export of energy and service business including tourism, directing remittance income towards
production, attracting investment for production growth in the areas of national priority,
reducing the extremely high trade deficit, maintaining a surplus balance of payment and

maintaining sufficient foreign exchange reserve are the major challenges of this sector.

Improvement in the investment environment, agreement with India for access to
additional ports of India and agreement with China on transit and transportation, the potential
to increase agricultural and industrial products and export them to developed countries
including the neighboring ones, the potential to produce hydroelectricity to export to the
neighboring countries, increasing the utilization of domestic goods by increasing the
production of goods based on agricultural and forest products and minerals within the
country, increasing potential of developing tourism as the basis of foreign currency, the
potential of increased inflow of remittance by enhancing skills and efficiency of migrant
workers, potential to attract foreign investment in the areas of energy, tourism, minerals, and

industrial production are the major opportunities of this sector.

4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision

A strengthened economy with balanced foreign trade, sufficient foreign exchange

reserve, and external sector stability.
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4.2 Goal

To promote export, balanced foreign trade and maintain a surplus balance of payment.

4.3 Objectives

1. To reduce the trade deficit by increasing production, managing import and diversifying

trade on country-wise and a goods-wise basis for export promotion.

2. To maintain foreign exchange stability, external sector stability, and targeted foreign

exchange reserve.

4.4 Strategies and Working Policies

Strategies Working Policies

1. To develop and|1. Agriculture-based and forest products-based industries will be

increase the encouraged.

production of | 2. Foreign exchange earnings will be increased by producing
sectors with sufficient hydroelectricity and making arrangements for its
comparative export after meeting the internal demand.

advantages such as | 3 Foreign exchange earnings from the tourism sector will be

agriculture,  herbs, increased by expanding international connectivity and
hydroelectricity, developing new trekking routes and additional touristic
and tourism. destinations.

4. Credit will be made accessible, easy, and economical in
productive sectors including exportable goods and expanded.
5. Exportable goods will be identified and their production will be

increased.

6. Production of goods and services that manage imports and

promote exports will be increased.

2. To manage imports | 1. Production of agricultural and industrial goods such as pulses,
by controlling the oilseeds, fruits, shoes, cement, garment, and iron will be

unnecessary import promoted.
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Strategies

Working Policies

and increasing
production of goods

and services.

. The import of petroleum products, gas, and coal will be reduced

by increasing electricity production and providing concessions

for using electronic equipment.

Legal provisions will be made to discourage the import of low

quality and unnecessary goods and services.

Policies related to foreign trade will be updated.

. To expand and
diversify the
country-wise  and
goods-wise export

market.

. The exports will be increased by developing industrial zones,

special economic zones, export processing zones, and

quarantine services.

. The export of goods and services identified by the trade

integration strategy and other processed agricultural goods and
herbs will be promoted.

. The exports will be expanded by building the capacity of

exporters and simplifying the export business process.

. Access to additional new international markets will be

emphasized through economic diplomacy and market study.

Remittance income will be increased by increasing the skills

and ability of workers.

. To maintain the

balance of payment

position and
external sector
balance.

. The legal, structural, and procedural reforms will be carried out

and provisions for incentives will be made to increase the
remittance inflow through the formal channel and mobilize

remittance and foreign investment in priority areas.

. The capital account will be gradually made convertible in a

selective manner based on the feasibility study.

Investment abroad will be opened up gradually based on the

potential for the country's benefit.

. To reserve foreign

exchange.

. The foreign exchange policy will be reviewed periodically.

Export towards India will be promoted and an increment in the
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arrival of Indian tourists will be emphasized to increase the
Indian currency exchange reserve.
3. The foreign exchange will be encouraged to be used in

productive sectors.

5. Expected Results

Export of goods and services will have reached 15 per cent and import will have
reached 49 per cent of the GDP with growth in export and improvement in import
management, the balance of payment will be in surplus and foreign exchange reserve will be

sufficient to support the import of goods and services of at least seven months.

4.7 Insurance
1. Background

The insurance sector plays an important role in providing financial security by
providing coverage to human life, business, property, and liability from natural and human-
made risks. This sector's contribution to the economy has been increasing gradually due to the
government policy of expanding the access to insurance in addition to the provision of
government grants for livestock and crop insurance, concessional loan insurance and health
insurance, and the increment of public awareness regarding insurance after the disastrous
earthquake of 2015. Quality of service has increased in the insurance sector due to the use of
technology, innovation, and international affiliation. Furthermore, different types of insurance
policies have been developed while a fast-track claim settlement has been initiated. The

population covered by life insurance has reached 19 per cent.

2. Major Problems

The narrow scope of insurance, low access to insurance in the rural areas and among
the low income and the poor groups, insurance not being considered a risk mitigation measure
among the general public, the agricultural sector not being covered by the insurance as
expected, inability to convince general public towards the insurance and poor progress in easy

and fast track claim settlement system are the major problems in the insurance sector.
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3. Challenges and Opportunities

Expanding the coverage of insurance sector to make it accessible to remote and other
areas as well as the poor families, ensuring the increased coverage of micro-insurance,
agricultural insurance, and concessional loan insurance, restructuring the insurance regulatory
body in keeping with the federal structure, enforcing the easy and fast track claim settlement
system widely and rapidly, and erecting a structure for controlling insurance-related frauds
and making insurance-related information accessible to the general public remain as the major

challenges of this sector.

The state prioritizing the risk mitigation through health insurance, micro insurance,
and concessional loan insurance, general public's growing awareness and trust regarding
insurance, adoption of a policy for rapidly expanding the market by the life and non-life
insurance companies, increased public attraction toward insurance due to the earthquake and
different natural disasters and growth of employment in the insurance sector remain as the

opportunities in the insurance sector.
4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision
Building a resilient society and economy through mitigation of risks via a
strengthened and expanded insurance service.

4.2 Goal

To mitigate financial risks by developing a global best practices-friendly insurance
service and bringing risks arising from economic, natural, social and other phenomena under
insurance coverage.

4.3 Objectives

To make the insurance service accessible to all segments of society including low-

income groups by making insurance sector effective and sustainable.
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4.4 Strategies and Working Policies

Strategies

Working Policies

To carry out policy,
legal, and institutional
reforms to make the
insurance service
effective and
competitive and to
secure the interest of

the insured.

The existing insurance-related laws will be revised on time.
A risk-based supervision system corresponding to the
existing international practices will be enforced for the risk
mitigation of the insured.

The regulatory body’s capacity will be enhanced to make
the regulation of the insurance sector stronger, effective,
and professional.

Regulators and insurance companies will be restructured
and expanded according to the federal structure.

The institutional capacity of the reinsurer will be enhanced.

To provide insurance
service  based on
international trends,
practices, and standards

regarding insurance.

The insurance service of international standards will be
provided by making inspections and monitoring of the work
of insurers and insurance mediators more effective.

Legal provisions related to a third-party facilitator in the

form of a mediator will be developed and implemented.

Seasonal insurances including crop and livestock insurance
will be strengthened and expanded. Studies will be carried
out on retirement plan insurance, insurance of government
buildings and assets, etc. and appropriate recommendations
will be implemented.

The fast-track claim settlement system will be developed to
simplify the insurance claim process.

A favorable environment will be prepared for investing the
investable amount of the insurers in a safe area with high

returns.

3.

To develop the

insurance business as

Life and non-life insurance companies will be encouraged

to extend their branches to every local level including areas
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one of the important that lack access to insurance.

pillars ~ of  social | 2. Awareness of insurance will be promoted in remote and
protection  and  to rural areas in cooperation with the local level and

develop an appropriate community organizations.

mechanism to make it | 3 Health insurance will be expanded to all districts.

accessible  for  all 4. Micro-insurance with incentives targeting the remote,

citizens and  sectors backward areas, and low-income groups will be

including  the  low- implemented.
income  groups by
expanding the

insurance service.

5. Expected Results

The capacity of insurance-related regulatory agencies will have been enhanced; access
to insurance service will have been expanded to each local level including low-income
citizens, remote and backward areas, the population covered by life insurance and health
insurance will have reached 60 per cent and 10 per cent farmers will have gained access to

agricultural insurance.

4.8 Capital Market

1. Background

The capital market has an important role in domestic capital formation,
industrialization, and development and expansion of the economy by directing the small and
scattered savings towards the productive sector. The development of a clean, competitive, and
sustainable capital market is necessary to mobilize the internal and external capital to build a
free and independent economy envisioned by the constitution. Nepal's stock market has been
developing gradually and the commodity exchange market is at a nascent stage. Therefore, it
is imperative to make the market further clean, competitive, and reliable through policy and
structural changes and increase the investors' access to the stock market and commodity
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exchange market. This plan is focused on developing the market to assist domestic capital

formation.

2. Major Problems

Secondary stock market not being able to develop despite the nationwide expansion of
the primary stock market, low participation of the manufacturing and real sector organizations
in the stock market, necessary policy and legal provision not being in place to attract
nonresidential Nepali and foreign institutional investors to the stock market, lack of
professionalism and competitiveness in stock market professionals, the poor practice of
institutional good governance, lack of financial literacy in investors, lack of diversity in stock
market-related instruments, high cost of stock trading and unnatural and excessive

fluctuations in stock price are the major problems of this sector.

3. Challenges and Opportunities

Expanding the secondary stock market across the nation, bringing in institutional
investors, making the stock market transparent, competitive, clean and reliable, expanding the
range of instruments of the capital market including bond and debentures, attracting the
manufacturing and real sector to the capital market, developing alternative investment funds
such as private equity, venture capital, and hedge fund, integrating the commodity exchange
market with the local commodities and develop it so that it enhances the agriculture sector of

Nepal are the major challenges of this sector.

The environment of political and policy stability and sustainability, necessary legal
and policy provisions in place to encourage the entry of organized institutions of the real
sector into the capital market, growing attraction of nonresidential Nepali towards the capital
market, growing attraction of general public investors in the stock market, increased number
of listed companies and stock market professionals, expansion of primary market across the
nation and development of the automated trading system are the major opportunities of this

sector.
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4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

Domestic capital formation through a clean, competitive and broad stock market and
commodity exchange market.

4.2 Goal

To attract investment through the development of a strong, dynamic and reliable stock

market and commodity exchange market.

4.3 Objectives

To make the stock market and commodity exchange market accessible, clean and

reliable.

4.4 Strategies and Working Policies

Strategies

Working Policies

. To make the stock

market and
commodity
exchange market

clean, competitive,
and reliable as well
as expand their

areas and scope.

For a healthy development of the market, provisions including
price determination system prevalent in the international level
for Initial Public Offering (IPO) and system audit for the
secondary market will be adopted.

Institutional provisions will be made for the establishment of a
credit rating agency.

Provisions with necessary incentives will be made to bring in the
real sector companies to the stock market.

The commodity exchange market will be developed so that it
can also promote Nepali local goods.

The secondary market of debentures will be made active and
effective.

The stock market will be modernized by utilizing the latest

technologies including information technology.
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Strategies

Working Policies

. To upgrade the
operation and
regulation of the
stock market and
commodity

exchange market to
an international
standard  through
legal, institutional,
and structural

reform.

The existing legal provision regarding the stock market will be
reviewed, the Trust Act will be formulated and the regulatory
provision for the alternative investment funds will be
strengthened.

Necessary legal infrastructure and other basic structures will be
developed for the skilled and effective operation of the
commodity exchange market.

Market regulation will be made more effective by enhancing the
capacity of the Securities Board of Nepal (SEBON).

Institutional arrangements will be made for the study, research,

and training related to the capital market.

. To increase the

attraction of small
and domestic and
foreign
institutional
investors to the

stock market.

Literacy programs on the capital market and commodity
exchange market will be carried out in collaboration between the
capital market regulatory agency, listed companies, and stock
traders.

. Access to Initial Public Offerings (IPOs) will be extended to all

local levels.

Necessary legal provisions will be made to allow the
participation of nonresidential Nepali and international financial
institutions in the stock market.

Necessary financial instruments will be developed for

investment and risk mitigation in the stock market.

5. Expected Results

By the end of the plan period, the population investing in public stock will have

reached 20 per cent from 4.4 per cent. Regulation and supervision capacity of SEBON will
have been enhanced, cost of stock trading will have been reduced due to strengthening of the
legal provision regarding the stock market and commodity exchange market, number of listed

companies from the real sector will have increased in the stock market, literacy regarding the
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capital market will have been widespread and strengthened, provisions of several financial
instruments will have been made for investment and risk mitigation, independent price
determination method will have been implemented and national and international institutional
investors will have entered the stock market.
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Chapter 5: Private and Cooperative Sectors

5.1 Private Sector
1. Background

The private sector plays a major role in expanding economic activities through investment,
production, distribution, and employment generation. The Constitution of Nepal has adopted a
policy of maximum mobilization of resources recognizing the private sector as one of the
major drivers of rapid economic growth and an independent and prosperous economy.
Accordingly, the private sector enjoys the right to participate in the overall development
process through coordination, partnership, and collaboration with the public sector within the
policy and legal framework. The State will play the role of a facilitator and regulator to make
the private sector competitive, strong, productive, and responsible. During this planning
period, 55.6 per cent of investment is expected to come from the sector. It is expected that
private-sector investment will form a major part of the investment made in a wide range of
areas, including, but not limited to, mining, manufacturing, construction, trade, hotels and
restaurants, financial intermediation, real estate, and other business activities. For this, the
plan is focused on enhancing the competitiveness of the private sector and increasing
investment by creating an investment-friendly environment through facilitation services and

incentives for the private sector.

2. Major Problems

Weak competitiveness due to the increased cost of production of domestic goods and services,
prevailing procedural complexities, lack of provincially balanced development of industrial
infrastructure, preference of the private sector for import of goods and services over-
investment in productive sectors due to increased cost of production, ineffective operations of
Special Economic Zones (SEZs) and industrial zones, and inadequate promotion of
entrepreneurship are the major problems faced in the development of the private sector.
Similarly, lack of skilled and semi-skilled human resources, the perpetuation of unethical

practices such as monopoly, illegal trade and syndicates, shortages of quality goods and
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services in the market, weak consumer protection and social accountability, poor progress in
making the private sector strong, capable, and qualified, and a weak regulatory system are

other problems facing this sector.

3. Challenges and Opportunities

Major challenges in this field are to: enhance production and competitiveness through
diversification and specialization of private investment; mobilize the private sector for
maximum utilization of available resources, and get the private sector attracted to, and
focused on, the productive sectors. Other challenges are to: enhance the professional capacity
of micro, small and medium entrepreneurs and their businesses, improve the quality of goods
and services, reduce mediation cost, modernize the economy by utilizing innovative skills and
technology, formalize the informal economy, promote integrity and competitiveness in the
private sector, seize the opportunities created by bilateral and multilateral trade agreements,

and manage imports and promote exports.

Major opportunities for this sector include policy stability achieved as part of the
implementation of federalism, increase in aggregate demand, the start of the policy, legal,
institutional and procedural reforms to create an investment-friendly environment, a key role
of the private sector in economic prosperity, development of the private sector concerning
competitiveness and efficiency in energy and construction sectors, the possibility of trade
expansion in the markets of neighboring countries emerging with the development of
infrastructure for domestic and international connectivity, and identification of feasible and

priority areas for investment.

4. Vision, Goal, Objective, Strategies and Operating Policies
4.1 Vision
The private sector as the driver of economic prosperity.
4.2 Goal
To achieve rapid economic growth and create employment opportunities by enhancing

the competitiveness and productivity of the private sector.
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4.3 Objectives

1. To encourage and facilitate the private sector to produce goods and services by

increasing investment

opportunities.

and creating productive and dignified employment

2. To manage imports and promote exports by increasing the professional and

competitive capacity of the private sector.

4.4 Strategies and Working Policies

Strategies

Working Policies

1. To establish the private
sector in a leading role

in the industrial sector.

Basic infrastructure such as roads, transmission, and
distribution lines required for mining and manufacturing
industries and generation of electricity will be developed in
partnership between the public and private sectors.
Infrastructure related to cross-border economic zones,
Special Economic Zones, industrial zones, and industrial
villages will be developed and brought into operation with
participation from the private sector.

Arrangements for the development of skilled human
resources required for the industry will be made, and
financial incentives will be provided to the private sector for
this.

The industrial sector will be made competitive by reducing
the cost of energy, travel, and transportation services.
Emphasis will be given to exploration, processing, and
production of minerals including precious stones, iron,
uranium, copper, gold, gas, and petroleum products will
with participation from the private sector.

Investment facilitation and support for infrastructure
development will be provided to promote industries based
on domestic raw materials including cement, sugar,

footwear, medicines, juices, dairy, tea, pashmina, and
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Strategies

Working Policies

handicrafts.

7. Incentives will be provided for developing and expanding
the manufacturing industry as needed

8. Production of goods and services needed to manage imports
and promote exports will be incentivized and facilitated.

9. Policies will be adopted to make lands required for the
industry available on lease.

10. Financial incentives will be provided for research and
development of goods manufactured by the private sector
and their marketing.

11. To increase industrial production, protection will be
provided taking into account the cost of production

To motivate the private | 1. The public sector will attract private investment through
sector to  promote research and transfer of technology as well as through
commercialization, developing infrastructure, including irrigation and
modernization, and agricultural roads.
industrialization of the | 2. Concessional loans, insurance services, and financial
agricultural sector. incentives will be provided for the production of
agricultural and forest products, mechanization of
agriculture, the establishment of processing industries,
development of storage facilities, and promotion of
marketing activities.
To enhance the quality | 1. The private sector will be incentivized and facilitated to
and competitiveness of supply quality and competitive services in trade and
the service sector in commerce, hotel and tourism, and transport.
collaboration with the | 2. Modernization of the service sector, including the utilization
public sector, of information technology, will be promoted. The cost of
cooperatives, and the information technology infrastructure will be reduced.
community sector. 3. The private sector will be promoted as a complementary

sector in providing education and health services, in
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Strategies

Working Policies

particular, high quality and specialized services.

To enhance the quality,
competitiveness,  and
credibility  of  the

private sector

Corporate culture, capacity development, and corporate
good governance will be promoted.

The coverage of social security will be expanded by
formalizing the informal economy.

The regulatory system will be strengthened to ensure the
quality of goods and services and their smooth supply.

The private sector will be involved in the elimination of

child labor, poverty alleviation, and social accountability

To use the resources,
skills, technological
know-how, and
management

experience  of  the
private sector in the
development of

infrastructure.

The infrastructure and service sectors will be developed
through a public-private partnership.

Foreign direct investment will be attracted to national
priority sectors, including productive and infrastructure
sectors that use locally available raw materials, skills, and
resources.
Collaboration and coordination with bilateral and
multilateral development partners will be emphasized to
increase and expand capital and technology needed for the
private sector.

Effective demand will be created in the market to
encourage the completion of large infrastructure projects in
time.

Legislative arrangements will be put in place to allow the
government to purchase public infrastructure funded by the

private sector

To introduce policy,
legal, and procedural
reforms to increase
investment, production,

and employment of the

Legal and procedural reforms will be introduced to
promote good industrial relations.

Investment policy will be formulated incorporating criteria
and priorities for sectoral investment.

Prevailing laws on investment, employment, foreign direct
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private sector. investment, and development of infrastructure will be
amended or new laws introduced as needed.

4. One-Stop Service Centre underpinned by inter-agency
coordination will be developed and implemented to provide
all business/investment registration services through a one-
window system.

5. Competition, production, productivity, and provincial
balance will be enhanced through measures including VAT
refund in expenses incurred in R&D and pollution control
and rebates on income tax.

6. A mechanism will be developed to monitor the private

sector's investment, production, and employment.

5. Expected Results

During the planning period, the private sector will invest NPR 287.01 billion, NPR
1,754.76 billion, and NPR 3092.31 billion at a constant price of FY 2018/19 in the
agriculture, manufacturing, and service sectors respectively. And, 350,000 additional jobs will

be created annually in the private sector.

5.2 Cooperative Sector
1. Background

The State has adopted a policy of strengthening the national economy through the
participation and development of cooperatives along with the public sector and the private
sector. The cooperative sector can contribute to the national economy by enhancing
production, productivity, and employment opportunities through bringing together dispersed
labor, skill, technology, and capital. As of FY 2018/19, there are 34,763 different types of
primary cooperative unions, district cooperative union, sectoral district cooperatives, and
sectoral national cooperative union, a national cooperative bank, and the National
Cooperatives Federation. Nepal is also an affiliate of the International Cooperative Alliance.

There are about 6.6 million members currently in the primary cooperatives. The total share
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capital of cooperatives is NPR 77 billion, and NPR 346 billion have been mobilized as saving.
The cooperatives have mobilized loans amounting to NPR 333 billion. Cooperatives have 51
per cent of women members, and 40 per cent of board directors are women. Cooperatives
have provided direct employment to 62 thousand employees and indirect employment to
hundreds of thousands of people. This sector contributes significantly to enhancing access to
finance, women empowerment, leadership development and capacity development, social
integration, promotion of entrepreneurship, and poverty alleviation. It is, therefore, desirable
to encourage the sound development of the cooperative movement by building on the

achievements made in this sector.

2. Major Problems

Education and awareness about cooperatives haven't expanded as expected.
Cooperative activities are focused more on savings and credit than on productive sectors and
self-employment. The principles, values, and norms of cooperatives are poorly observed in
some cooperatives. Many cooperatives are in trouble due to the lack of good governance.
Challenges such as an excessive increase in the number of cooperatives, dual membership,

and lack of financial good governance have caused financial risks in the sector.

3. Challenges and Opportunities

Major challenges of this sector are to: develop cooperatives as community-based and
members-focused organizations by developing them in terms of quality (rather than quantity);
promote cooperatives-friendly policies; expand the activities of cooperatives to the rural and
ultra-poor communities; develop cooperatives as a foundation for the country's prosperity as
envisioned by the Constitution; achieve good governance in cooperatives through
strengthening their self-regulatory mechanisms, promote effective coordination between
associations representative of the cooperative movement and authorities with promotional and
regulatory mandates; focus on poverty alleviation by enhancing access of women and the
marginalized groups to cooperatives; develop sound policy and institutional arrangements for
the security of savings and credit mobilized by this sector; bring an end to the debt-trap in the
sector; develop the sector as a medium for providing financial security to the poor;, mobilize

cooperatives' capital in productive sectors; enhance the contribution of cooperatives in
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productive sectors and employment generation; and increase the effectiveness of regulation of

cooperatives .

Opportunities are involvement of all three levels of government (federation, province
and local level) with powers to promote and regulate the sector; institutional structures of the
cooperative movement functional from the local level to the federal level; strong
representation at international cooperative movements secured through the expansion of
relations; favorable environment for the mobilization of cooperatives in agricultural value
chains; increasing of participation of women and poor communities in the cooperative
movement as a means for empowerment and poverty alleviation; opportunities to utilize
savings and credit mobilized through cooperatives for activities such as income generation,
employment, emergency needs, and consumption based on the priority of members; and

constitutional recognition of the role of cooperatives in the economy.
4. Vision, Goal, Objectives, Strategies and Operating Policies
4.1 Vision

High-quality and sustainable cooperatives for economic prosperity and social

transformation.

4.2 Goal

To develop productive, sustainable, and fair economic relationships based on self-

reliance and the principle of mutuality.

4.3 Objectives

1. To help targeted and poor communities participate in economic and social

empowerment processes through cooperatives.

2. To uphold the norms and the principles of cooperatives, good governance, and
develop a culture of self-reliance and the principle of mutuality.

3. To strengthen the institutional capacity of cooperatives to orient them towards

multiple production environments, processing, and commercialization.
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4.4 Strategies and Working Policies

Strategies

Working Policies

1.

To encourage
cooperatives to focus on

productive sectors.

Roles of cooperatives in entrepreneurship development
and promotion of local tourism will be enhanced gradually
The cooperative sector will be encouraged to widen access
to finance and promote socio-economic inclusion.
Cooperative institutions will be motivated to contribute to
achieving SDGs.

At least two cooperatives active in productive sectors will

be developed as model cooperatives in each province.

To provide financial and
technical  support to
commercial projects run
by poor and vulnerable
groups through

cooperatives.

Seed funding and capital grants will be provided to
cooperatives run by youths or workers and other similar
cooperatives involved in self-creating opportunities for

self-employment.

Financial and technical support will be provided to the
projects involved in processing, storage, diversification,
and marketing of goods produced by cooperatives.
Additionally, credit and insurance activities will be

facilitated through cooperatives.

To modernize and commercialize the agriculture sector,
necessary support and incentives will be provided for
large-scale production, processing, and marketing of
agricultural produce by bringing together smallholder

farmers into cooperatives

To strengthen policy and
institutional

arrangements for the
promotion of the

cooperative sector.

Projects for manufacturing, value chain development, and
production of export goods will be implemented through
specialized cooperative federations.

Goods and services produced by cooperatives will be

branded for marketing. Consumer cooperatives will be
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Working Policies

encouraged to be active.

Assets of erstwhile Sajha cooperatives will be protected,
and inactive cooperatives will be revived. Sajha
cooperatives with more than 51% ownership of the
Government of Nepal or the National Cooperative
Development Board will be restructured.

A deposit and credit guarantee fund and a credit
information bureau will be established adopting the
framework of a specialized cooperative federation. A debt
recovery tribunal will be set up to make the recovery of

loans mobilized in this sector more effective.

Cooperatives will be merged and their services expanded
as needed to deliver effective services and also to achieve a
balanced distribution of cooperatives.

The contribution of cooperatives in GDP will be measured

based on comprehensive accounts.

To improve the capacity

of  cooperatives by

expanding  cooperative
education, leadership
development and

management training

The subject of cooperative will be included in the school
curriculum, and the university’s academic program will
include this subject

Minimum standards for cooperative education will be
developed for various institutions and agencies providing
training and education

Restructuring and strengthening of the Cooperative
Training and Research Center will be undertaken.
Cooperatives at all levels will carry out training on
financial literacy, cooperative education, and other

capacity-building activities.

5. To develop an integrated

Compliance with anti-money laundering laws will be made
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monitoring system for more effective in cooperatives.

effective regulation of | 2. Based on regulatory jurisdiction over cooperatives, single

the cooperative sector. or joint monitoring system will be developed by the
federal, provincial, and local governments.

3. Cooperative and Poverty Management Information System
(CoPoMIS) will be implemented effectively to generate
basic integrated data on cooperatives and enhance the
effectiveness of regulation.

4. Transparency shall be promoted in cooperatives.

6. To incentivize | 1. Installation and operation of biogas plants and organic
agriculture and biogas farming with the involvement of cooperatives, farmers'
plants establishment as groups, and commercial firms, will be incentivized.

well as the use of goods | 2. Capacity-building measures will be implemented for
produced by cooperatives to set up and operate, biogas plants, or other

cooperatives. similar initiatives and organic farming.

3. The use of products of cooperatives will be encouraged.

5. Expected Results

The School Curriculum will have included the subject of cooperatives with the
teaching of this subject started. The academic course at the university level will have covered
the subject of cooperatives. Single or joint monitoring of cooperatives by local level,
provincial or federal governments will have made an additional contribution to good
governance in cooperatives. The CoPoMIS will have been implemented in all cooperatives. A
long-term strategic plan on cooperatives will be in place. The Cooperative Training and
Research Center will have been re-structured. The assets of erstwhile Sajha cooperatives will
have been protected, and some inactive Sajha cooperatives will have been revived. Women's
membership in cooperatives will have reached 53 per cent. Women's representation in the
cooperative's board of directors will have reached 43.5 per cent. Share capital mobilized

through cooperatives will have amounted to 86 billion rupees, and deposit mobilization will
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have increased to 384 billion rupees. The total credit mobilized by cooperatives will have
increased to 393 billion rupees. An additional 17,000 direct jobs will be created annually in

this sector.

5.3 Public-Private Partnership

1. Background

Public-private partnership (PPP) has become inevitable for mobilizing investment to
achieve the goals of development and prosperity. It is, therefore, essential to promote this
concept by creating a conducive environment for investment through a public-private
partnership. Public investment will be focused on the provision of basic services, regarded as
a prerequisite for economic development. In cases where the private sector alone cannot
manage the investment on its own, additional resources will be generated through

collaboration, cooperation, and partnership between the public and the private sector.

As resources are shared among the three tiers of government in federalism, it is
necessary to implement projects under intergovernmental cooperation and in partnership with
the private sector to be able to manage resources. All the three tiers of government will have
to highly prioritize collaboration, cooperation, and partnership between the public and private
sector. PPP investment will be prioritized for the construction and operation of physical and
urban infrastructure, management of the service sector, development of agriculture and
forestry, and industrialization. Additionally, projects in the field of hydropower, irrigation,
road, air and water transportation, information superhighway, and technological infrastructure
can also be developed and implemented under PPP arrangements. A clear PPP policy
framework will be developed and effective institutional structures will be in place to
encourage the domestic private sector to focus on the implementation. Foreign direct
investment (FDI) will be attracted to big infrastructures and large-scale production in
partnership with local investors. Knowledge, technology, managerial skills, and efficiency as
well as the risk-bearing capacity of the private sector will be enhanced. In the course of
building infrastructure, capacity will be enhanced by learning from success stories from

national and international levels.
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2. Major Problems

The lack of financial resources for development in the country and an absence of
interest in PPP are major problems. Other major problems include inadequate legal and policy
arrangements for PPP, lack of policy stability, non-implementation of one-window system,
and procedural delays. Lack of coordination among line agencies, risks including in foreign
exchange, and inadequate improvement in the investment environment, including in issues
such as sharing of costs, benefits, and risks, between government and the private sector are
other problems in this sector.

3. Challenges and Opportunities

Creating a conducive environment for investment to mobilize significant additional
investment to achieve development goals and objectives adopted by the State; promoting a
hassle-free and efficient environment for businesses, and mobilizing investment for economic
development with a guarantee for its security are all challenging areas of work. Creating a
conducive environment for mobilizing the private sector’s resources, labor, skills, technology,

and professional capacity; and increasing capital investment are also challenging.

Major opportunities available for the sector are full implementation of the Constitution,
demand for additional financial investment under federalism, and intergovernmental
coordination. An opportunity has emerged to increase the role of the private sector in the
development process and drive socio-economic transformation through a partnership between
the public and the private sector. The guarantee for investment security based on an
investment-friendly environment to attract the private sector, and rapid growth of urbanization

are other opportunities.

4. Vision, Goal, Objective, Strategies and Working Policies

4.1 Vision
Productive and employment-oriented economic growth through public-private
partnerships.

4.2 Goal
To mobilize additional resources and managerial skills by increasing investment

through public-private partnerships.
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4.3 Objective

To increase PPP investment in the infrastructure and service sectors by encouraging

public-private partnerships.

4.4 Strategies and Working Policies

Strategies

Working Policies

. To put in place policies,
laws and institutional
structures for public-

private partnership

. An investment-friendly legal environment will be created

through timely revisions of relevant laws, including those

related to land acquisition, needed for project
implementation. Additionally, effective mechanisms for
coordination among relevant line agencies will be

developed.
Projects to be implemented under the public-private
partnership will be grouped into different categories, with
standards  (including

risk-sharing  standards) and

instruments developed and implemented for them.
One-Stop Service Centre will be set up to facilitate support
for projects to be implemented under PPP.

PPP projects will be implemented by all three levels of
government.

Institutional capacity-building programs will be carried
out in relevant sectors and levels for the effective

implementation of public-private partnerships.

. To create an investment-

friendly  environment
and guarantee
investment security to
increase investment by
promoting public-private

partnerships at

Financial and non-financial incentives will be provided for
projects to be implemented under the public-private
partnership by defining procedures that would guarantee
investment security and a reasonable rate of return for

investors.

Conducive environment for public-private partnership and
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federation, province, and

local levels.

private investment will be created.

. Access to domestic and foreign loans will be facilitated for

projects to be implemented under the public-private

partnership.

Coordination among federal, provincial, and local
governments will be ensured in project development,
investment promotion, and project implementation under
PPP arrangements.

Collaboration, coordination, and partnership will be
promoted among the public, private, cooperative, and
community sectors and the general public

In developing large infrastructure, special emphasis will be

given to partnership with the private sector

. To encourage the
mobilization of domestic
capital in PPP

investment

Policy arrangements will be made for financial instruments
as needed to build the financial, technical, and risk-taking
capacity of domestic bank and financial institutions

involved in PPP projects.

. To prioritize the
implementation of PPP
projects included in the

National Project Bank.

. The projects to be implemented under PPP will be

identified and included in sectoral plans
Details of projects to be implemented under PPP will be
collected and analyzed for their implementation through

the project bank based on priority.

Expected Results

Sectoral projects will have been implemented under a public-private partnership with

an estimated investment of NRs. 750 billion during the planning period.
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5.4 Foreign Investment

1. Background

To achieve economic prosperity, it is imperative to mobilize domestic and foreign
investment in areas with comparative and competitive advantages through rapid
industrialization. Since the mobilization of domestic investment and foreign aid alone cannot
fulfill the gap between required investment and available resources, it is essential to mobilize
foreign direct investment in large projects. It is essential to mobilize foreign investment in
large infrastructure projects and technological sectors to realize SDGs and government's
aspiration of 'Prosperous Nepal, Happy Nepali' by 2030. Nepal could be a point of attraction
for foreign investors if an investment-friendly environment could be created through timely
revision of policies, laws and institutional structures related to investment, development of
well-equipped infrastructure, procedural simplification, and guarantee for the security of the

investment.

It is essential to undertake timely reforms in laws related to foreign investment and
transfer of technology and introduce legislation on entrepreneurship based on intellectual
property and knowledge. It is also important to provide services related to entry, approval,
registration, operation, exit, and repatriation of investment and profit from a single window.
Other equally important aspects of reform are to strengthen the process of foreign investment
entry, prepare a profile of investment-ready projects, provide investment information, and
ensure the security of investment by entering into bilateral agreements with prospective

investor countries.

2. Major Problems

Major problems are an inadequate attraction for FDI despite high investment potential,
lack of initiatives towards a timely revision of laws related to FDI, inadequate development of
industrial infrastructure, difficulty in providing security, support services, and incentives, due
to the scattered distribution of industries, lack of adequate skilled manpower, lack of research
and development activities on industry and market, lack of inter-agency and policy

coordination due to the high number of agencies related to investment, inadequate marketing
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in the international financial market, and lack of bilateral investment protection agreement

with prospective source countries for investment.

3. Challenges and Opportunities

Major challenges are to prepare a project bank including investment-ready projects by
identifying sectors with comparative and competitive advantages, enhance the State's
competitiveness at the international level as part of globalization, link trade with investment,
address the limited availability of transport facilities, catch up with the rapid development and
changes in information technology, promote leapfrogging in technology on time, protect and
promote of intellectual property, develop well-equipped laboratory ensuring international
standards and get accreditation for them, develop modern and well-equipped infrastructure,
expand the market into the two large emerging economies, make skilled human resources
available, ensure the availability of capital for investment, manage industrial relations, and

attract investment to seize the opportunities created from multilateral trade agreements.

Opportunities to attract foreign direct investment include Nepal's membership in
different international and regional organizations supported by the policy of economic
liberalization and free-market; feasibility of small, medium, and large industries, economic
prosperity becoming a common agenda in the aftermath of long political transition; the start
of a host of policy, legal, structural and procedural reforms to create an investment-friendly
environment, continued development of industrial infrastructure; strategic geographical
location between two big fast-growing economies with large populations; a large proportion

of youths and working-age population, and favorable climate.

4. Vision, Goal, Objectives, Strategies and Working Policies

4.1 Vision
Building a competitive and dynamic national economy through the mobilization of foreign
investment.

4.2 Goal

To enhance products, productivity, and competitiveness by attracting and increasing

foreign investment.
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4.3 Objectives

1. Toincrease inward FDI and ensure its sustainability.

2. To bring capital, technology, technical skills, and managerial proficiency into the

country together with FDI.

3. To utilize unused natural resources and develop infrastructure.

4.4 Strategies and Working Policies

Strategies

Working Policies

To create an investment-
friendly environment by
undertaking necessary
legal, structural, and
procedural reforms and
process simplification to

attract FDI.

Laws related to FDI will be amended and revised on
time.

The online system started in the Office of Company
Registrar and the Department of Industry will be fully
automated to make the FDI process technology-friendly.
Special Economic Zones, industrial zones, cross-border
economic zones, and industrial clusters will be
developed, with the establishment of industries in these
zones prioritized and promoted.

All necessary services, including Industrial infrastructure
services (roads, electricity, water, banks, and insurance)
will be made available in Special Economic Zones,
Export Promotion Centers, and industrial estates.

Laws related to FDI will be implemented effectively.

Sovereign Credit Rating will be undertaken to

demonstrate Nepal’s status concerning FDI.

To attract investment in
productive and
employment-oriented

sectors with comparative

advantages.

Incentives and concessions will be offered to industries
of national priority, manufacturing industries, and

employment-oriented industries to attract FDI.
Production of goods and services with comparative and
competitive advantages will be prioritized.

Investment from

internationally recognized
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Working Policies

manufacturers will be attracted to the production of
goods and services currently being imported in large
quantities.

. To mobilize FDI in

prioritized sectors with an
emphasis on the utilization
of local resources and
skills as well as the
promotion of provincial

balance.

Transfer of technology, technical skills, and managerial
efficiency will be promoted and encouraged.

FDI will be focused on large infrastructure and
technology sectors.

Studies and research will be conducted on areas of

competitive advantages to identify sectors for FDI.

. To mobilize FDI through

economic diplomacy.

Economic diplomacy will be strengthened and the
competitiveness of Nepali diplomatic missions abroad

enhanced to attract FDI.

FDI shall be attracted by conducting interactions and

discussions with investors in source countries for FDI.

Investment security shall be guaranteed by entering into
bilateral investment agreements and double taxation
avoidance agreements with prospective countries of FDI
origin.

Non-resident Nepali spread across the world and
investment ambassadors will be mobilized to promote
FDI.

. To provide services and
incentives related to entry,
approval, operation, and
exit of investment from
One-Stop Service Centre
under simple and easy

procedures.

The secondary stock market will be gradually open for
FDI.

. An investment facilitation center will be established to

facilitate investors.

One-Stop Service Centre r will be set up and operated to

make administrative arrangements on foreign investment
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simple and accessible.

4. A conducive environment will be created to repatriate
FDI profits.

5. Expected Results

A total of NPR 260 billion will have been invested during the planning period. FDI
will have increased significantly in productive sectors with comparative and competitive
advantages based on amendment or revision of existing laws and the introduction of new
investment-friendly legislation. Together with FDI, advanced technologies, technical skills,
managerial efficiency and, and approaches to innovation will have been transferred in the
industrial sectors. A One-Stop Service Centre will be functional and operational. Bilateral

investment agreements will have been signed with several source countries for investment.

5.5 Remittance

1. Background

The Constitution of Nepal has adopted a policy to encourage the use of capital, skills,
technology, and experiences acquired from foreign employment in the productive sectors of
the country. Foreign employment policy and national employment policy are under
implementation to utilize not just the financial but also the social capital including skills,
technology, and experiences acquired from foreign labor migration in the country’s socio-
economic development. The remittance income can be used for capital formation,
employment generation, and as a contribution to the national economy by increasing
production and productivity. The impact of remittance on any economy depends upon its

consumption pattern.

The trend of Nepali entering into the global labor market has increased as a result of
global policy changes and Nepal's adoption of a free-market economy. As a result, during the
past two decades, the inflow of remittance has increased significantly due to a rapid increase
in labor migration rates. Remittance has had a positive impact on poverty alleviation and

socio-economic development thereby increasing incomes of lower and lower-middle classes.
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On the other hand, the import of agricultural produce and unproductive goods has increased
due to the reduced growth of domestic production. The remittance flow has positively
contributed to achieving external balance, but the government's efforts to use remittance
income in the productive sectors haven't yielded results as expected.

The total remittance inflow in FY 2018/19 was Rs. 879 billion equivalent to 25.4 per
cent of GDP. The average transaction cost of remittance stands at 5.23 per cent in South Asia.

2. Major Problem

Use of informal channels for remitting the significant amount of money, increasing
trends of consumption, inability to transform remittance income into investment in the
productive sectors, inability to expand accessible banking services for receiving remittance
income, and increasing trade deficits due to increase in imports associated with remittance are

the major problems in this sector.

3. Challenges and Opportunities

The major challenges in this sector are to save a significant proportion of remittance
income by discouraging luxurious and unproductive consumption patterns, develop joint-
investment and partnership investment models for domestic capital formation, use formal
banking channels for remittance, reduce pressure on external balance caused by the increase
in consumption associated with remittance income, increase the volume of remittance by
enhancing the capacity, capability, and skills of aspiring migrant workers, and reduce the

transaction cost of sending remittance.

Conducive environment to increase domestic production and productivity by using
remittance income, the positive contribution of remittance incomes in forex reserve, the
contribution of remittance income to poverty alleviation and human development, and

improved living standards of remittance-receiving families are the opportunities of this sector.

4. Vision, Goal, Objectives, Strategies and Working Policies
4.1 Vision

Poverty alleviation and economic prosperity through sustainable and productive use of

remittance income.
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4.2 Goal

To contribute towards achieving rapid economic growth and increasing domestic

employment opportunities by using remittance income in productive sectors.

4.3 Objectives

1. To increase investment in productive sectors through the optimum saving of

remittance income.

2. To channel remittance income through the formal banking system.

4.4 Strategies and Working Policies

Strategies Working Policies
To undertake Areas for investment and partnership will be identified to
promotional and transform remittance income into saving and investment.

awareness campaigns by

making  policy and
institutional

arrangements for
domestic capital

formation through the
optimum  saving  of

remittance income.

The policy of remittance bonds will be effectively
implemented to increase remittance investment in

productive sectors.

Remittance will be utilized in productive sectors through a
strategic partnership with remittance service providers,
financial and Forex

including  banks, institutions,

companies.
Financial literacy of family members involved in foreign
employment will be increased and their access to finance

will be enhanced.

To increase the
availability of capital by
channeling  remittance
through  the  formal

banking system.

The flow of informal remittance will be reduced.

Banks and financial institutions will be encouraged to offer

premium interest rates on saving of remittance income.

Entrepreneurship  development  programs  will  be

implemented targeting remittance-receiving families.
Necessary steps will be taken to reduce the cost of sending

remittance.
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5. Expected Results

During the planning period, NPR 5,592 billion of remittance will have been received,
with the share of remittance in GDP amounting to 22.1 per cent in the final year of the
planning period. The productive sectors will have seen high growth in the investment of

remittance income.

5.6 Entrepreneurship Development
1. Background

Entrepreneurship is considered as an important means of production. Entrepreneurship
IS necessary to increase willingness and enhance capacity especially for the preparation,
establishment, and operation of new businesses. Development of an entrepreneurial culture
motivates citizens to engage in business activities and, helps them to take risks and be
involved in creative economic activities. Entrepreneurship development is an important
dimension for bringing dynamism in the economy through increased production, productivity,
and generating employment right from the local level. Entrepreneurship can be developed
through research-based and innovative production of goods and services, use of locally
available labor, resources, capital and technology, expansion of skills training, and access to
finance. Small and medium enterprises are being started through the creation of an
investment-friendly environment, establishment of different types of business-related funds,
business incubation centers, and provision of seed capital for the operation of enterprises.
There are also examples of such small enterprises developing into national and multi-national
enterprises. The government has adopted a strategy for increasing production and creating
employment through the promotion of self-employment and entrepreneurship. Accordingly,
various funds and loan schemes have been set up to encourage the establishment and

operation of the micro, cottage, and small industries and improve the access to finance.

2. Major Problems

Major problems in this sector are lack of entrepreneurial culture, inadequate
identification of target groups, inability to link training with industries, non-implementation of
challenge fund announced by the government, insufficient start-up funds for new enterprises,

inadequate access to finance, non-institutionalization of business incubation centers, absence
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of risk-assessment capacity, the weak link of entrepreneurs to production value chain;
inadequate identification of profitable areas based on market demand, and inability to harness

opportunities created by globalization and new technologies.

3. Challenges and Opportunities

Major challenges in this sector are: to develop an entrepreneurial culture among the
youths through professional education, link entrepreneurs with new technologies and value
chains, link skills-focused and professional training programs to entrepreneurship, integrate
entrepreneurship development programs and improve their effectiveness, ensure access of
micro, cottage, and small entrepreneurs to finance, and enhance the risk-bearing capacity of
entrepreneurs. Poor response of banks and financial institutions in terms of project finance,
inadequate arrangements for credit guarantee, and lack of effectiveness in commercial risk

insurance are other challenges.

The opportunities for entrepreneurship development are the presence of permanent
arrangements for business registration and employment services backed by policies, laws, and
institutions at provincial local levels under federalism, expanding reach and scope of the
financial sector; National priority for self-employment and domestic employment; increase in
the share of working-age proportion in the country; increased attraction of entrepreneurship
among youths; the presence of micro-finance institutions at the local level, with widened
scope, the increasing trend among people to engage in self-employment and entrepreneurial
activities; gradually improving the environment for businesses; gradual development and
expansion of industrial infrastructure; expansion of the private sector; and increasing

contribution of small and medium enterprises in the economy.

4. Vision, Goal, Objectives, Strategies and Working Policies
4.1 Vision

Entrepreneurial culture, enterprising people.

4.2 Goal

To develop entrepreneurship by enhancing skills, using technologies, and mobilizing

resources.
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4.3 Objectives

1. To develop entrepreneurial and self-employment skills.

2. To develop entrepreneurial human resources who would be able to use innovative and

traditional technologies.

3. To contribute to poverty alleviation by creating more opportunities for employment,

including self-employment, through the mobilization of available resources, domestic

capital, and technologies.

4.4 Strategies and Working Policies

Strategies

Working Policies

1. To introduce reforms
in  policies, laws,
procedures, and
institutional
arrangements, at all
three levels of
government to attract
young entrepreneurs to

domestic industries

1.

Existing policies and laws will be revised to support
entrepreneurship development and the use of innovative
technologies and traditional knowledge.

Innovative financing funds and challenge funds will be set
up with joint investment from different levels of government
to promote industries based on innovative knowledge, skills,
and capacities. These funds will be operated through banks
and financial institutions.

Arrangements will be made as needed to provide investment
security and credit guarantee to investors.

In relation to creativity and innovation, intellectual property
rights will be protected.

Business development centers will be established to support
potential entrepreneurs starting and developing their
industries.

Coordination among targeted programs, including poverty
alleviation fund, national youth council, Bhagwat Sarbajit
Skill ~ Development Programme, Prime Minister’s
Employment Programme will be achieved to strategically

link them with entrepreneurship development.

2. To identify, develop

Returnee migrant workers will be encouraged to start
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and mobilize local
resources and skills in
partnership with the
private sector,
cooperatives, and non-
government

organizations

businesses by providing support in terms of technology,
technical expertise, and finance.

Governments at provincial and local levels will provide
phased and integrated support to target groups to encourage
them to engage in micro-.

Institutional capacity of training institutes involved in
developing professional and technical workforce will be
strengthened to engage them in training youths on business
risk assessment, project development, and identification of
investment sources.

Practical and vocational education will be included in school
curricula. Additionally, institutions involved in higher
education will be encouraged to develop entrepreneurship
among their students.

The private sector will be encouraged to develop
entrepreneurship among children by identifying their
abilities from the pre-primary level onwards.

Research, study, and use of new technologies such as ICT
and Nanotechnology will be carried out in collaboration with

higher education institutions and universities.

. To promote youth
entrepreneurship in
such a way that
traditional knowledge
and skills are
combined with new
technologies and
applied in industries

and businesses.

Women and youth groups at the local level will be gradually
developed as entrepreneurs' groups.

The targeted programs will be implemented to help women
entrepreneurs develop skills and capacity and establish their
enterprises.

Entrepreneurial talent will be identified for promoting
innovation, the use of ICT, and business experiments.

The capacity of people with disabilities will be developed,
and incentives will be provided for entrepreneurial activities

undertaken by them.
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To ensure access to
finance and create an
investment-friendly
environment for
entrepreneurship
development in the
micro, cottage, and

small industries.

Entrepreneurship development will be prioritized in

federation, province, and local level policies and
implemented accordingly.

The development of social entrepreneurship will be
encouraged.

Micro, cottage and small industries will be promoted and
developed based on locally available resources and skills,
feasibility, and demand from the market.

Domestic production will be encouraged by modernizing and
upgrading traditional knowledge and skills.

In collaboration with banks and financial institutions, access
to finance for young new entrepreneurs will be ensured
through start-up funds and concessional loans based on
business proposals. Loans will also be provided against
group collateral.

Banks, financial institutions, and micro-finance institutions
will be required to provide loans to the micro, cottage, small,
and medium enterprises in different sectors as part of the
policy on directed lending.

The government will offer appropriate incentives, subsidies,

and concessions for entrepreneurship development.

5. Expected Results

The share of trained technicians and professionals in the working-age population will

guarantee scheme.

have reached 50 per cent. An additional 60 thousand jobs, including in self-employment, will
have been created annually through the establishment of 15 thousand micro, cottage, and
small industries every year. The flow of BFI credit to the micro, cottage and small industries
will have increased significantly. Business development centers, one each in Provinces, will

have been established together with a Challenge Fund, an Innovation Fund, and a credit
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Chapter 6: Economic Sector

6.1 Agriculture and Natural Resources

6.1.1 Agriculture
1. Background

The agriculture sector, which contributes 27 per cent to GDP and is associated with
the livelihoods of 60.4 per cent of the population, is the mainstay of economic prosperity. As
the sector contributes to high and inclusive economic growth, past efforts to improve and
transform it in a scientific way need to be intensified to increase production and productivity.

The Constitution of Nepal guarantees the right to food as a fundamental right.
Considering food and nutrition crises that may arise due to various reasons, policy, structural
and institutional reforms are needed in agriculture for self-reliance in the production of major
staples, fruits, vegetables, and fish and meat products. Significant investment in agriculture is
needed to make the country food sovereign and independent economy. The rights enshrined in
the Constitution of Nepal, the Agriculture Development Strategy (2015-2035) which
represents a roadmap for the overall development of the agriculture sector, and SDGs have
been taken as guiding documents. The agricultural development strategy (ADS) emphasizes
on commercialization, mechanization, and diversification of agricultural and livestock
products to make the sector competitive. Similarly, resources will be mobilized in this sector
to achieve the goals of ending hunger, ensuring food security and nutrition, and promoting
sustainable agriculture under the SDGs. In particular, issues related to income generation,
poverty alleviation, and import management will be addressed by creating additional
employment through the industrialization of the agriculture sector. Investments from federal,
provincial, and local governments will be mobilized for the overall development of the

agriculture sector.

2. Major Problems

Poor availability of resources and materials indispensable for increasing agricultural
productivity and inadequate physical infrastructures such as irrigation, roads, agricultural

markets, cold storages, warehouses, collection centres, and inadequate electricity are the
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major problems. Improved breeds and seeds replacement rates, both essential to achieving
expected results in agricultural production, are also at a very low level. Besides, the rapid

fragmentation of land remains a major problem.

Lack of adequate dissemination of technologies developed from research, inefficient
management of scientific manpower, lack of laboratories for research, and other infrastructure
have further impeded the modernization, mechanization, commercialization, and
industrialization of agriculture. Hence, land and labour productivity are very low. As a result,
food imports have not decreased as expected. The return on investment in manufactured foods
could not be increased proportionately through proper storage, processing, and value addition.
The development of climate-resilient and environment-friendly agricultural systems through

adaptation has also been a problem in this sector.

Uncontrollable and imbalanced use of pesticides, antibiotics, and chemicals in the
commercial pocket areas has affected human and environmental health. Due to the lack of
awareness and knowledge about food hygiene, sources of nutrients, and appropriate intake of
nutrients, behavioural change in favour of healthy foods has been difficult. Additionally, food

quality regulation is also weak.

3. Challenges and Opportunities

As the majority of farmers are engaged in small or medium-scale farming, it is
challenging to commercialize the sector by enhancing their capabilities to respond to natural
disasters by mitigating the adverse effects of climate change. Since the youth workforce
needed for agriculture has been attracted to foreign employment and other sectors because of
the lack of a favourable business environment, the productivity of this sector has declined.
Other challenges are to increase the use of arable lands by discouraging unplanned
urbanization, fragmentation of arable lands, and the trend of leaving lands barren; enhance
farmers' access to agricultural extension services; increase production and productivity by
bringing together limited resources, agricultural loan, insurance, and technology and
knowledge; and enhance competitiveness by reducing the cost of production in the entire

agriculture sector.
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Nepal lies between two big countries engaged in promoting agriculture through the
use of advanced technologies and state subsidies. As such, it is challenging to transform
Nepal’s subsistence farming into a competitive and commercialized sector and link it to
industrial development. Other challenges include: decreasing the adverse effects of pesticide
residues, antibiotics, harmful chemicals, hormones, etc. used in agricultural and animal
production in human and environmental health; attracting youth workforce to farming by
providing them with incentives and making this sector dignified through the provision of
adequate labour, skills, and capital; making production, processing, and marketing of
agricultural and livestock products cost-effective; attaining balance in agricultural trade;
making the sector profitable and competitive by improving regulatory measures for quality
and hygiene; and achieving inter-governmental coordination and collaboration based on
improved effectiveness of investments and services of federal, provincial and local levels and

geared towards self-reliance through increased agricultural production.

Opportunities in the agriculture sector include geographical location and biological
diversity; increasing attraction among young returnee migrant workers equipped with capital,
motivation, self-confidence, and knowledge of advanced technologies towards agriculture as
an occupation; increasing interest among entrepreneurs and farmers in organic farming and
agricultural forests; increased access to global markets; and increasing attraction of the sector

among big, corporate and other private sector operators.

Increase in access to transport services in geographically remote hills and inaccessible
areas during the last few years along with the expansion of agricultural loans, agricultural
insurance, use of new technologies, and irrigation facilities have contributed to creating
further opportunities in this sector. Increasing global interest and knowledge, skills,
technologies, and resources available to cope up with climate change contributing thereby to

make agriculture adaptive and resilient are other opportunities.

Increase in people’s purchasing power; the rapid increase in demand for fruits and
animal products driven by increased awareness and behavioural changes; and the increasing
production of organic foods in response to the increased public interest in food hygiene are
the opportunities in this sector. Demand for organic agricultural products among foreign
tourists visiting Nepal has created an opportunity to develop a value chain in this sector.
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4. Vision, Goal, Objectives, Strategies and Working Policies
4.1 Vision

A sustainable, competitive, and prosperous agricultural economy with food and nutrition
security and food sovereignty.

4.2 Goal

To achieve inclusive and sustainable economic growth through the transformation of the
agriculture sector into a competitive, climate-resilient, self-reliant, and export-oriented

industry.

4.3 Objectives

1. To ensure food and nutrition security by increasing the production and productivity of
the agriculture sector.

2. To increase employment opportunities and income by developing agriculture-based
industries.

3. To achieve trade balance in the agriculture sector by building capacities for

commercialization and competitiveness.

4.4 Strategies and Working Policies

Strategies Working Policies

1. To increase agricultural | 1. The capacity of federal, provincial, and local levels for

production and agricultural research and development will be enhanced.
productivity by | 2. A mechanism will be developed for coordination and
introducing  agricultural facilitation to avoid duplication in priorities, policies, laws,
policies, laws, and plans and plans of the federal, provincial, and local levels.

in coordination  and | 3 srategies, structures, and human resource management

collaboration with will be improved to design an appropriate model for

federal, provincial, and agricultural and livestock extension services at all three

stakeholders.
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Strategies

Working Policies

To integrate education,
research, and extension
services for increasing
their effectiveness and
ensure the availability of
quality  goods  and
services for increasing
the productivity of the

agriculture sector.

Adequate funding will be provided to agricultural research
to develop it as a mainstay for solving problems and
developing technologies. To make the research structure
effective, timely reforms will be introduced in policies and
laws, including the establishment of an agricultural policy
research institute to study and undertake research on

relevant issues.

A deemed university will be established under the
leadership of Nepal Agricultural Research Council to make
agricultural education, research, and extension services

effective.

Incentives will be provided to establish fertilizer blending

factories in major locations based on needs assessment.

To promote agriculture as a way of life, farming as an
occupation will be made attractive and dignified by
including agricultural education in the school curriculum.
To make inputs and technical facilities available to farmers
at the local level and also enhance the capacity of human
resources, existing agricultural knowledge centres,
veterinary hospitals, and livestock expert centres will be
merged into an agriculture and livestock knowledge centre.
All indispensable components of production including
agricultural inputs, extension services, agricultural
education, loans, insurance services, etc. will be provided

from this centre.

Production of seeds will be oriented towards self-reliance
by developing improved and hybrid varieties through
strengthening research as well as building the capacity,

private sector, and farmers as envisioned by the long-term
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Strategies

Working Policies

10.

vision of the seed sector. The breed improvement
programme will be made more effective to increase the
availability of milk, eggs, and meat products. Unused lands
of the government’s agriculture farms and centres will be
utilized the production of seeds, saplings, fingerlings, and

also for breed improvement.

Agricultural mechanization will be improved and
expanded in collaboration with the private sector and
cooperatives based on the feasibility and need of agro-

ecological zones.

The availability of quality agricultural inputs will be
ensured by prioritizing domestic production in
collaboration with the private sector and cooperatives.

The availability of land will be ensured for the
commercialization of agriculture, and an integrated land
management system will be encouraged for a contract,
group, and cooperative farming.

Programmes targeted at post-production  storage,
processing, and value addition will be carried out to ensure
the availability of food grains produced in the country and
increase return on investment per unit.

Collection, analysis, and dissemination of data of the entire

agriculture sector will be made more credible.

To carry out structural
reforms, provide
programme support, and
facilitate the creation of
an appropriate

environment for private

The involvement of the private sector and cooperatives in
marketing will be prioritized in potential sectors by
establishing and operating integrated market information

centres and market information systems.

Financial incentives will be given for the establishment

and expansion of agro-processing and other agro-industries
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Working Policies

sector investment in the

agriculture sector.

with the involvement of cooperatives and private sector by
preparing the basis of front-ward and back-ward linkage of
agricultural production.

Production of agricultural goods and the export of these
goods will be incentivized.

Concessional loans will be mobilized to increase
investment in agriculture.

Tariff protection will be provided to domestic products to
increase their consumption. Similarly, minimum support
prices will be fixed for specific crops and products.

Credit and insurance services required for production,
processing, storage, and marketing of agricultural produce

will be expanded.

To increase
competitiveness by
developing agricultural
infrastructure,
establishing market
information systems,
developing
entrepreneurship in
small and  medium

agricultural enterprises,
and improving food

hygiene and quality.

The value chain will be developed to increase agricultural
production as well as youth-focused and dignified
employment opportunities by using machines, equipment,
and technologies as a priority.

By defining ‘farmer’, emphasis will be given to financial

incentives, production-based incentives, and social

protection programmes against identity cards.

Irrigation facilities, agricultural roads, and market

infrastructure will be developed and expanded.

Depending on feasibility, agricultural product storage/cold
storage facilities will be set up in each federal constituency

in collaboration with the private sector/ cooperatives.

To support entrepreneurship in agro-industries, domestic
production of raw materials required for such industries
will be encouraged. Similarly, domestic production of

required vaccines against diseases affecting livestock will
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Working Policies

be prioritized.
'One province, one model slaughterhouse' concept will be
collaboration  with  the

implemented in private

sector/cooperatives.

The involvement of cooperatives in the market system will
be encouraged; the work and profits of intermediaries will
be regulated and arrangements will be put in place for their
registration at the local level.

Capacity will be enhanced by decentralizing food hygiene
and quality improvement programmes.

Integrated and advanced ICTs will be optimally used in

the expansion of agricultural technologies.

To make production and
marketing profitable for
productive farmers by
enhancing their
technical, professional,
and institutional
capacities on the basis of
local feasibility and

recognizing their rights.

Arrangements will be made at the local level to provide
necessary inputs and services from one window system.
For this, crops, livestock, and fishery pocket areas will be
identified based on feasibility and considering each ward
of the local level as a development unit.

At least two model integrated organic farms will be
established in each province in collaboration with the
private sector and cooperatives.

Integrated farming, collective and cooperative farming
and eco-tourism focused farming and environment-friendly
farming will be encouraged.

Additional investment will be mobilized from the federal,
provincial, and local levels for agricultural storage and
value chain products.

Appropriate value chains will be developed by respective
local governments through mutual coordination and

collaboration to link production areas with local,

163




Strategies

Working Policies

10.

provincial, and national markets.

Surplus labour force from agricultural sector will be
mobilized in agro- and non-agro industries to create high-

income jobs.

Agro-forests with opportunities for multiple uses and high-
value products will be promoted based on the principle of
good utilization of barren and marginal lands for the
conservation and improvement of productivity, particularly
in hilly slopes.

Pastures will be developed in the mountainous regions to

support commercial livestock farming.

Institutional capacity of cooperatives will be enhanced so
as to ensure farmers' involvement in cooperatives for
accessing services, formulating plans, enhancing
production capacity, and marketing products.

Horticulture and farming of other appropriate crops will be
promoted alongside river basins and highways as per the
principle of proper utilization in coordination with the

local level.

. To promote  export

through the marketing of
high-value crops and
other products having a

comparative advantage.

E

Existing export products unique to Nepal will be identified
and promoted. Appropriate incentives will be provided for
the branding and marketing of such products.
Arrangements will be made for specialized production
areas, crops and livestock production.

Production, processing, and marketing of industrial crops,
fruits, and flowers will be promoted focusing on specific
regions and locations for the establishment and expansion

of agro-industries.

Accredited labs will be established at the provincial level
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for the promotion of agricultural trade and regulation and

management of pesticides.

. To develop and expand
agricultural technologies
including climate
adaptive and resilient
organic  farming by
mitigating the adverse
effects of climate change

and disasters.

Potential products and production zones will be identified
for organic farming. Such products will be marketed at
national and international markets through certification

and branding

. The initiatives of local governments and communities will

be incentivized in the conservation of seeds and breeds of
endangered varieties and agricultural as well as livestock
biodiversity.

Agricultural biodiversity will be preserved, promoted, and
sustainably utilized by guaranteeing programmes and
budget for climate adaptation and resilient technologies to
enhance farmers' capacity to cope with climate change.
Organic farming areas will be declared for the promotion
of organic farming, including the use of organic fertilizers
produced from bio-gas and other sources. These
programmes will be expanded in collaboration with

cooperatives and the private sector.

Expected Results

By the end of the planning period, the contribution of the agriculture sector to GDP

will be decreased to 22.3 per cent from the current 27 per cent. Agricultural productivity will
have increased to 4 Metric Ton (MT) per hectare from 3.1 MT per hectare. The seed
replacement rate for major crops will have reached 25 per cent by the end of the planning
period. The productivity of major cereal crops per hectare will have reached including 4.5 MT
for paddy; 4.0 MT for maize; 3.5 MT for wheat; 1.3 MT for millet and 1.2 MT for buckwheat;
20 MT for vegetables; 22 MT for potatoes; 1.3 MT for pulses; 1.3 MT for oilseeds; 12 MT for
fruits; 6 MT per hectare for fish; 1,487 litres of milk per milking period 85 KGs of meat per
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slaughtered animal, and 260 eggs per bird by the last fiscal year of the planning period i.e. by
FY 2023/24 from the productivity of 3.7 MT for paddy; 2.8 MT for maize; 3 MT for wheat;
1.2 MT for millet; 1.1 MT for buckwheat; 14.1 MT for vegetables; 16.4 MT for potatoes; 1.2
MT for pulses; 1.1 MT for oilseeds; 9.8 MT for fruits; 4.9 MT for fish; 1,050 litres of milk
yield per milking period; 75 KGs of meat per slaughtered animal, and 245 eggs per bird as of
FY 2018/19. The productivity of land will have increased to USD 4,348 per hectare; the
agricultural labour productivity will have reached USD 1,587 per person per hectare. During
the planning period, the agriculture sector will see trade balance by achieving self-reliance in

major agricultural crops and commodities.

6.1.2 Food Security and Nutrition
1. Background

Recognizing the importance of food and nutrition security, the Constitution of Nepal
has guaranteed food sovereignty. The Right to Food and Food Sovereignty Act has been
enacted for the implementation of this provision. Food security is a multi-dimensional issue,
and this requires multi-sectoral efforts. The SDGs include "Ending Hunger, Improving Food
Security and Nutrition, and Promoting Sustainable Agriculture™ as one of the goals. Effective
implementation of appropriate strategies and Working policies is essential to achieve food and
nutrition security in line with the goals and objectives put forth by sectoral policies and plans,
including Agriculture Development Strategy, Zero Hunger Challenge, and Multi-Sector
Nutrition Plan-11 (MSNP-II).

2. Major Problems

In a context of food and nutrition security being seen as a multi-sectoral issue, lack of
effective coordination and collaboration among stakeholders caused by weak policies has

been a problem in this sector.

Due to the low production and productivity of the agriculture sector, which plays a
major role in ensuring food and nutrition security, and weak supply and distribution systems
for foods, the availability of and access to food in remote and mountain areas and also in
some locations in the Tarai is poor. Similarly, uncontrolled food price increases at different

times have aggravated problems in securing access to food. Climate change and other natural
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disasters have reduced productivity and made it difficult to achieve livelihoods as well as food

and nutrition security goals.

Poor public awareness about health, sanitation, and food habits has exacerbated the
problems in this sector. Production and consumption of nutritious native crops such as naked
barley (Uwa), chino millet (chino), barley, foxtail millet, and buckwheat have also declined.
Uncontrolled use of pesticides, antibiotics, hormones, and adulteration in agricultural products
from some commercial pocket areas have also adversely impacted the supply and availability

of safe, hygienic, and nutritious food items.

3. Challenges and Opportunities

It is challenging to make improvements in food availability, access to food, food
consumption and stability; improve the situation wherein about 8.1% of the population is
deprived of minimum daily calorie intake, and to identify communities and areas at risk in
terms of food security and make them self-reliant in food by ensuring their access to food.
Major challenges in this sector include: bring about change in food habits and behaviours
related to healthy and nutritious foods; improve food quality by reducing uncontrolled use of
pesticides and antibiotics; and mitigate food security risks posed by climate change. Due to
the lack of data on the extent of food security, the identification of communities and regions at
high risk in terms of food security is also challenging. Another challenge in this sector is to
ensure equal access for these communities to targeted programmes and develop modern
storage facilities in all provinces to maintain food reserves for emergencies. Ensuring access
for small farmers and the most vulnerable communities to government services and facilities
including improved seeds, fertilizers, and appropriate agricultural implements, government

subsidies, insurance and financial incentives is also challenging.

Constitutional recognition of food sovereignty as a fundamental right with a separate
Act for its implementation offers a great opportunity to ensure food and nutrition security for
every citizen. The SDGs with ‘eradicating hunger’ as a goal; the ADS with emphasis on food

and nutrition security; and the MSNP (1) are other opportunities.

Under the federal structure, the federal, provincial, and local levels have created

additional opportunities to achieve the objectives of food security by formulating and
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implementing plans informed by local context and specificities. Permanent mechanisms are in
place at all three levels for the protection of the right to food, food security, and food
sovereignty. The Constitutional mandate of the local level for agricultural extension services,
agricultural production, basic health, and sanitation has increased opportunities to implement
food security and nutrition programmes for addressing the concerns of smallholder farmers

and vulnerable communities timely and effectively.

Positive changes about food and nutrition awareness among people; increased
purchasing power, gradual improvement in agricultural infrastructure including markets; and
increased access to food supported by transport and communication are other opportunities to

ensure food and nutrition security.
4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

A society with food sovereignty, sustainable food and nutrition security.

4.2 Goal

To ensure food and nutrition security by increasing the availability of, and access to, hygienic

and nutritious foods.

4.3 Objectives

1. To ensure basic food availability for the areas and communities that are at risk of food
insecurity and malnutrition.

2. To increase access to food by increasing incomes through agricultural and non-
agricultural enterprises.

3. To improve the distribution of quality food products by enhancing the hygiene of food

items.

4.4 Strategies and Working Policies

Strategies Working Policies

1. To make necessary |1. The Right to Food and Food Sovereignty Act will be
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Strategies

Working Policies

arrangements at  the
federal, province and
local levels for
addressing the food
crisis, including
integrated evidence-
based plans in food and
nutrition insecure

regions and groups.

implemented effectively to ensure the right to food and

food sovereignty.

Resilience will be built in households affected by food
insecurity to cope with the food crisis. Similarly, socially
and economically disadvantaged groups will be provided
access to food under the social security program.

Food availability for marginalized households facing the
risk of food insecurity will be increased by engaging them
in groups and cooperatives and encouraging in contract and

collective farming.

. To ensure food and

nutrition security by
conserving and
promoting agro-
biodiversity, developing
and expanding climate
change adaptation
technology, maintaining
stability and promotion
of food availability and

utilization.

. Activities that adversely affect food and nutrition security

such as fragmentation of arable lands and the trend of

leaving lands barren will be discouraged.

Resilient technologies will be developed and expanded to
mitigate the effects of climate change in coordination and
collaboration with education, research, and communication
agencies. Similarly, the development and utilization of bio-

fortified crops and other products will be expanded.

. Nutrition specific and nutrition-sensitive interventions will

be strengthened through coordination and collaboration

between food security and nutrition programmes.

. To improve food habits
for improving the
nutritional status of
communities by
protecting and
promoting, native food
crops and livestock and

disseminating

Plans on achieving self-reliance in food- will be
formulated and implemented at each local level.
Programmes will be implemented for the production and
utilization of potential agricultural products focusing on
locally produced food, including native food.

Nutritional status of communities including food habits

will be improved by promoting safe and balanced food
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Working Policies

information about them.

behaviour based on the study, research, and evidence.

To expand access to
food for people involved
in non-agricultural
activities by increasing

their incomes.

Access to food will be enhanced by creating employment
opportunities.

Purchasing power will be increased through income
generation supported by the expansion of non-agricultural
enterprises and trade.

Price fluctuations in food items will be managed by

making market monitoring systems effective.

To maintain buffer
storage in all provinces
and municipalities based
on a coordination
network of the three
levels of government
and manage the food
distribution system to

meet food requirements

A universally accessible distribution system will be
strengthened and developed in partnership with the private
sector, community and cooperative sector to effectively
ensure access to food for households residing in food
insecure areas.

Three-tier coordination networks will be put in place to
manage the food distribution system, and foods will be

stored commensurate with local food requirements.

To develop and
institutionalize
regulatory systems at the
federal, province, and
local levels to inform the
situation of food and
nutrition as well as
ensure the quality and

hygiene of food items.

The regulation will be made effective to ensure hygiene
and quality of food items.

Laboratory services will be strengthened and expanded into
the local level to make testing, certification, and regulation
more effective.

Public awareness about hygiene and quality of foods will
be increased in collaboration with consumer rights
organizations.

Nepal Food Security Monitoring System will be
institutionalized at provincial and local levels for regular

monitoring of food and nutrition situation.
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5. Expected Results

By the end of the planning period, the number of households with basic food security
will have increased from the current 48 per cent to 80 per cent. During the planning period,
food poverty will decrease to 10 per cent, and the current severe food insecurity (according to
the food insecurity experience scale) will have declined from 7.8 per cent to 2 per cent of the
population. Similarly, the global food security index will have increased from 46 to 66. The
population deprived of the daily minimum calorie intake will have come down from 8.9 per
cent to 4 per cent.

6.1.3 Irrigation
1. Background

It is necessary to have sustainable irrigation facilities with year-round services
available to arable lands to increase agricultural productivity. Out of the total 2,641,000
hectares of arable land, 2,265,000 hectares are irrigable. By the end of FY 2018/19,
infrastructure has been developed for irrigating 1.473 million hectares of land. Agricultural
land served by irrigation is gradually increasing through the maintenance of traditional
irrigation systems and irrigation systems based on new technologies. In the context of the
development of irrigation infrastructure, it is necessary to mobilize investment from the
federal government for large irrigation facilities with strategic importance; from the provinces
for medium-scale irrigation facilities; and from the local level for small irrigation projects.
There is a need to further strengthen the participation of user committees in post-construction
maintenance, management, and operation of the irrigation system. It is necessary to increase
investment to better manage this sector by developing additional irrigation infrastructure and

strengthening the existing irrigation systems.

2. Major Problems

Major problems in this sector include: unavailability of year-round irrigation as most

irrigation facilities are based on the natural river system (Run-off- River); poor operation and
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maintenance of existing irrigation systems; fragmentation of irrigable or potentially irrigable
lands and unmanaged urbanization; lack of coordinated utilization of surface irrigation and
underground irrigation; drying up of natural sources and springs; increasing pressure on
available water sources; low irrigation and water use efficiency; declining river bed levels due
to over-exploitation of rivers-based construction materials; and inadequate investment in large

and multi-purpose projects.

3. Challenges and Opportunities

The major challenges in this sector are to complete projects under construction in time
and within budget to provide irrigation facilities to all arable lands in the country; determine
investment priorities for the development of irrigation infrastructure at federal, provincial and
local levels; identify and develop appropriate and quality technologies; ensure regular
maintenance of existing irrigation systems; construct long-term projects to transfer water from
large rivers and reservoir facilities for making irrigation available round the year; protect
arable lands where irrigation facilities are already available or will be available in the
immediate future; implement mitigation measures to manage risks posed by the adverse
effects of climate change on water availability, and use irrigation resources for multiple

purposes while also conserving available water resources.

The major opportunities of this sector are: availability of large reserves of surface and
groundwater; potential for multipurpose use of water resources; availability of skilled human
resources in the country for development and expansion of irrigation facilities; invention and
expansion of new irrigation technologies; increased access and participation of farmers in
irrigation development and management; and increasing demand for the expansion of

irrigation systems among farmers.

4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision

Contribution to agricultural production and productivity through sustainable and reliable

irrigation facilities.
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4.2 Goal

To provide sustainable and reliable irrigation facilities for arable lands.

4.3 Objectives

1. To expand irrigation services to more arable lands through the use of appropriate

technologies.

2. To make reliable and year-round irrigation available for arable lands by developing

large and multi-purpose projects supported by reservoirs, or the conveyance system.

3. To strengthen the operation and maintenance of existing irrigation systems and make

them sustainable.

4.4 Strategies and Working Policies

Strategies

Working Policies

. To develop and expand
irrigation projects in line
with the climate change
adaptation master plan
and the agriculture

development strategy.

Technically, economically, and environmentally feasible
small, medium, and large surface irrigation projects will
be prioritized, constructed, and expanded.

Program on shallow and deep tube-wells based on
underground water resource will be implemented with
priority in collaboration with the provincial and local

level.

System design and operations will be improved based on a

study of the impact of climate change on irrigation.

. To develop irrigation
systems based on new
technologies and to
increase irrigation

efficiency.

Underground and lift irrigation systems based on solar
energy and other technologies will be developed in
collaboration with the provinces to promote commercial

agriculture in arable lands.

Irrigation facilities with appropriate technologies will be

expanded in the mid-hills and hilly regions.

. To develop irrigation

systems in coordination

Based on coordination and collaboration among the three
levels of government, studies on technically, socially,
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and collaboration among
the federal, provincial,
and local levels, and to
prioritize big multi-
purpose, inter-watershed,
and reservoir-based
projects for year-round

irrigation.

economically, and environmentally feasible inter-
watershed and reservoir based multi-purpose projects will
be conducted, prioritized and implemented to provide

year-round irrigation

To provide irrigation services to areas where water
resources are scarce and year-round irrigation is not
available, a combination of technologies such as the use of
groundwater resources, rainwater harvesting, drip
irrigation, and sprinkler irrigation will be utilized with
priority.

Local water sources will also be utilized to maximize the
supply of water into big irrigation systems. Additionally,
springs, ponds, and lakes will be conserved and

maintained also to utilize them for irrigation.

To emphasize the
utilization and expansion
of underground irrigation

projects.

The private sector will be encouraged to be involved in the
sustainable management of irrigation systems with the

provision of user fees.

Emphasis will be given to integrated crop and water
management in a coordinated manner for increasing
agricultural productivity and production and implementing
the ADS and other programmes focused on agriculture

development.

To ensure user
participation, including
financial contribution,
for the maintenance and
sustainable management

of irrigation systems.

Institutional development and human resource capacity
will be improved based on the federal structure.

Irrigation systems will be managed with participation from
cooperatives and communities.

Regular operation and maintenance, management
arrangements, and utilization systems will be improved for

the sustainability of irrigation facilities through users’

174




Strategies Working Policies

participation, including financial contribution.

6. To introduce policy 1. lrrigation policy, strategies, priorities, work plans, and
reforms and improve standards will be finalized in accordance with the
existing institutional principles of federalism, and the responsibilities of each of
capacity as well as the three levels of government will be defined accordingly.
efficiency in human 2. Agricultural lands will be protected by preventing the
resource management. encroachment of irrigated areas under specific irrigation

projects through amendments, as needed, in the existing

laws.

5. Expected Results

National Master Plan for Irrigation Development will have been in place and an
additional 300,000 hectares of lands will have been irrigated through the implementation of
the surface water, groundwater, and inter-watershed projects based on surface irrigation,
underground irrigation and new technologies under the Master Plan. Year-round irrigation
will be available in about 50 per cent of areas where irrigation infrastructure has been
developed. Out of the existing irrigation systems, facilities serving 98,500 hectares of land

will have been rehabilitated and managed sustainably.

6.1.4 Land Management
1. Background

It is essential to manage limited available land and land resources in a sustainable way
to ensure the constitutionally guaranteed right to property, food security and sovereignty,
women's rights and rights of landless Dalits, and to achieve SDGs by 2030. Development of
policies, laws, and infrastructure, as well as mobilization of resources, are inevitable to ensure
the appropriate use of land-based on a land-use plan including land classification; make land
management secure, transparent and credible through timely improvements in traditional land

administration based on the use of modern technologies in land mapping and surveying;
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maintain digital records and offer online services by integrating maps and land information of

the entire country into the geographical information system (GIS).

In this regard, a national network of about 7,000 control points has been established
across the country so far, and 706 topographic maps covering all parts of the country,
administrative maps of all provinces, districts, and local levels have been prepared. About 75
per cent of the total populated area has been surveyed; digital records, land registration, and
land ownership certificates have been distributed; and online services have been started in 75
Land Reforms and Land Revenue Offices following the implementation of map-based land
administration. With the implementation of land use policy, classification of land, and
preparation of land use map and database have been completed in 355 municipalities.
Rehabilitation of about 27,000 freed Kamaiyas and about 7,000 free Haliyas has been
completed. Surveying, mapping, and digitizing records of international borders have been
completed 100 per cent for the Nepal-China border and 98 per cent for the Nepal-India

border.

2. Major Problems

The major problems in this sector are weak execution of Land Use Act for effective
implementation of land use policy; increasing fragmentation of arable lands thereby
increasing use of such lands for non-agricultural purposes; lack of proper settlement
arrangements for squatters, tenants, and Guthi farmers; inability to include about 70 per cent
of the territory in the official records of land administration; inability to make service delivery
simple, easy and transparent through full modernization of traditional plot survey and land
administration; inability to provide accurate and reliable geographical information for
planning and development through mapping and surveying based on modern technologies;

and lack of skilled professionals as per need.

3. Challenges and Opportunities

Establishing equitable access to land for all people; preparation and implementation of
land-use plans; updating land administration system for effective service delivery;

implementation of Integrated Land Information System (ILIS) by digitizing all land-related
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records; using modern technologies in mapping; and acquisition and retention of skilled

human resources are the major problems in this sector.

Land management as a concurrent mandate of federal, provincial and local
governments under the Constitution; initiatives were taken to digitize all land records for
developing a central database; commitment from all political parties for scientific land
management; development and use of information technologies in service delivery; progress
in amending land-related laws according to the federal structure; completion of an
administrative and topographical base map of the entire country; introduction of online
services at Land Revenue Offices; availability of skilled human resources and modern
technologies; and initiation of land use planning are opportunities in this sector.

4. Vision, Goal, Objectives, Strategies and Working Policies

4.1 Vision

Equitable, productive, and sustainable land management.

4.2 Goal

To develop land management as a foundation for the nation's prosperity in accordance

with the concept of sustainable development.

4.3 Objectives

1. To increase production through proper use of land and ensure the equitable
distribution of its benefits.

2. To make accurate and credible geographical information and maps available for
planning and development.

3. To equip land management with modern technologies and make it simple and

transparent.
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4.4 Strategies and Working Policies

Strategies

Working Policies

. To increase production
by ensuring
classification and
utilization of land
based on capacity,
suitability, and needs
according to the Land

Use Policy.

1. The land will be classified according to the land use policy

and map data will be prepared as needed.

. A'land use plan will be developed based on the land use map

and data and implemented as needed.

. Arrangements will be made to: control the fragmentation of

arable land; encouraging to go against the trend of leaving
lands barren; prohibit changes in land use; use lands less
suitable for agriculture or lands without risks to develop

residential and commercial areas.

Land Use Act will be implemented at federal, provincial, and

local levels.

. To ensure the right,
and access, to land for
marginalized

communities including

landless Dalits,
farmers, squatters,
tenants, and Guthi
farmers.

. A settlement and livelihood programme will be implemented

for landless squatters and unorganized settlers by identifying,
verifying, and documenting their informal relations with the
land.

Rehabilitation programmes focusing on livelihoods of freed
Kamaiyas and freed Haliyas will be implemented. The land
will be divided between land owners and tenants, and
records of these transactions will be updated in the land

dossiers.

. Women's right to, and control over, the land will be

strengthened.

. Arrangements will be made to provide land, only one time,

to landless Dalits for housing purposes.
The concept of land bank will be implemented mobilizing,
among others, cooperatives for large-scale commercial

farming.
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Strategies

Working Policies

Land Policy and LUMP will be formulated and

implemented.

. To develop basic
infrastructure for
mapping based on
modern technologies
and to collect accurate
and credible geo-

information.

The network of basic control points for the maps will be
strengthened based on modern surveying principles and

technologies.

. A database will be prepared by collecting and analyzing

accurate and reliable geo-information using the latest

technologies.

. Various thematic maps will be prepared and updated

according to the country’s requirements.

. To prepare and publish
basic geographical
information and
sectoral  information
for different areas
based on the concept
of geographical
information

infrastructure.

. A multi-purpose geographical information system will be

prepared.

Technology will be developed to acquire basic geographical
information and sectoral information about different areas
from online geo-portals.

Skilled human resources development and study and
research on land mapping, geographical information, land
use, and land management will be conducted in collaboration

with the universities

. To complete cadastral
mapping of all
remaining parcels and
include them in the
land administration
system and to prepare
and preserve detailed
records of the
government,  public,

community, and Guthi

Registration records of all parcels will be updated by
completing the cadastral mapping of parcels lost to the
conflict or parcels remaining to be included in maps of the

village blocks in the past.

. A Survey Directorate will be set up in each province and

accurate records of all government, public, community, and

guthi lands will be prepared and maintained.
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Strategies

Working Policies

lands.

To establish a system
for objective valuation
of real estate based on
scientific  indicators
and make
arrangements for all
stakeholders to use the

same valuation.

Scientific criteria and standards will be prepared for an
integrated valuation of real estate.
Law will be enacted to ensure that the integrated valuation
system is used by all stakeholders.
Policy reforms and facilitation will be carried out to acquire

land required for industrial development and public works.

7. To store land
records systematically
using new
technologies and make
land administration
services simple,
accessible,  credible,

and transparent.

All records related to land administration including cadastral
maps, field books, dossiers (Moth Shresta), registration
records, and pending case files will be digitized, and a geo-
information record management system will be implemented

in all Land Revenue Offices.

A digital database will be created by updating the digital
records of the cadastral maps to prepare an integrated system
in coordination with the existing land information records

management system in the Land Revenue Offices.

Modern technologies will be used in the land management
sector. Necessary arrangements will be made to develop

skilled human resources at the provincial and local levels.

All services related to land administration will be made
available through a one-window system using online portals.
These services will be accessible, simple, credible, and

transparent.

Remote access model and geo- service centre will be
established and operated to facilitate service delivery by
expanding the access of citizens to land administration

services.
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5. Expected Results

During the plan period, maps and revenue records at all 131 survey offices and land
revenue offices, and land reform offices will have been digitized and a central database will
have been created. Simple and effective land administration services will have been provided
through an online system. All 706 topographic base maps across the country will have been
updated. A national network of about 500 first- and second-class base points of the map will
have been strengthened. A Directorate of Survey and Maps will have been established in each
province. The 27,500 freed Kamaiyas and 16,900 freed Haliyas identified so far will have
been rehabilitated. Dual ownership of land will have ended, with approximately 300,000
tenants obtaining land ownership certificates. With the promulgation of the Land Use Act, all
753 local levels will have prepared land use maps and started implementing these plans. A
total of 2,250 human resources skilled in land management will have been produced. High-
quality geographical information infrastructure will have been developed and geographical
information will have been available for policymaking, planning, and development in a

simple, accessible, and effective manner.

6.1.5 Water Resource
1. Background

It is essential to promote multiple uses of water resources for the development and
prosperity of the nation. The development of hydropower, irrigation, and drinking water
infrastructure is possible only through proper management and development of water
resources. The Constitution has emphasized multiple uses of water resources, prioritizing
local investment based on people’s participation. For the sustainability of development
activities based on water resources, including hydropower, irrigation, drinking water, it is
essential to undertake research, studies, and in-depth analyses of data on water resources,
water flow, underground water resources, glaciers, and snow lakes. Human settlements, arable
land, and existing physical infrastructure must be protected from water-induced disasters. It is
also essential to minimize such disasters by developing and expanding new technologies

based on scientific studies and, research. An integrated water resources policy is needed to
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provide policy guidance for the protection of the quality of water resources and multiple uses
of water Coordination and collaboration among federal, provincial, and local levels are

needed for proper development and utilization of water resources.

2. Major Problems

Uncertainty over water availability due to adverse effects of climate change and other
natural disasters and unmanaged land use and construction and expansion of road networks
have led to an increase in landslides and soil erosion resulting in course change of rivers.
Fluctuations in the river bed are causing floods and other problems, including a negative
effect on the use of water resources. The risks of floods and inundation in Tarai, Bhitri
Madhes, and hilly areas caused by encroachment on the natural flow of rivers, lack of
integrated and coordinated management and utilization of water resources for hydropower,
irrigation, drinking water, etc. due to failure to update integrated water resources policy and
river basin master plan; inability to effectively implement studies, research activities and
plans due to the weakness in data collection and management of results and the quality of

different kinds of water resources are major problems prevailing in this sector.

3. Challenges and Opportunities

Major challenges include to carry out integrated watershed management together with
proper, multi-dimensional, and coordinated use of available water resources; use of water
resources appropriately considering the effects of climate change; manage risks of adverse
effects of climate change through timely adoption of mitigation measures; minimize the loss
from water-induced disasters; prevent river bed levels from rising as a result of the increased
flow of sediment caused by increasing erosion of watershed areas; protect river banks through
demarcation and mapping and identify risk areas for sustainable management; develop human
resources and infrastructure needed for study and research; maintain coordination among
federal, provincial and local levels for the management, development, and utilization of water

resources; and manage and utilize international rivers for bilateral benefits, among others.

The opportunities include adequate availability of water resources; realization need
and potential for multi-dimensional use of water resources, the possibility of agricultural and
other uses of land obtained through river management, the possibility of use of embankments
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built along rivers as roads; and the establishment of Water Resource Research and

Development Centre to institutionalize research and development in this sector.

4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision
Contribution towards building a prosperous Nepal through sustainable use of water
resources.

4.2 Goal
To achieve economic prosperity through coordinated development as well as
multidimensional and equitable use of water resources.

4.3 Objectives

1. To develop economic, social and environment sectors through multidimensional and
equitable use of water resources
2. To mitigate economic and social losses through watershed management and mitigation

of water-induced disasters

4.4 Strategies and Working Policies

Strategies Working Policies
1. To introduce policy | 1. Existing policy and legal provisions will be updated and

and institutional implemented for integrated, multi-purpose, and multi-

reforms for the multi- dimensional use water resources.

dimensional and | 2. Priority will be given to energy generation, irrigation, and

equitable other uses of water resources through the development of

development of water multi-purpose projects backed by reservoirs.

resources 3. Criteria required for the development and utilization of water
resources, norms, guidelines/ procedures will be
updated/developed.
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Strategies Working Policies
To emphasize | 1. Water resources will be used for various purposes by
arrangements for improving the effectiveness of different mechanisms on water

mutual benefits in the
management of

international rivers.

resources between Nepal and India.

To improve the
effectiveness of
research and studies
in this sector in
collaboration with
universities and other
research institutions
to develop
infrastructure and
capacity for research
and development in

water resources.

Research and studies will be prioritized to develop the
capacity of institutions working in the field of water
resources. Also, coordination and collaboration with
universities and private sector institutions will be achieved to
develop and expand.

Physical and numerical modelling related to large irrigation
projects, including multi-purpose projects based on inter-
watershed water conveyance or reservoirs, and water-induced

disasters will be conducted.
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Strategies

Working Policies

. To make watershed

management

. A master plan for river control and management will be

prepared and implemented.

effective, use | 2. Coordinated and sustainable solutions will be implemented to

structural and non- address the problem of floods in the Tarai. Natural

structural embankments, among others, will be encouraged for this.

technologies, and | 3. A hazard map will be prepared by identifying flood risks and

raise public landslides areas and collecting data on them.

awareness for 4. Riverbanks and river courses will be demarcated, and land

sustainable and use plans of these areas will be prepared and used for the

reliable - management development of agriculture, industry, and tourism.

of floods and 5. Integrated watersheds management will be given priority to

landslides. - . .
utilize them for energy, irrigation, and agriculture.

6. In terms of non-structural technologies, bio-engineering, and
capacity building for the management of water-induced

disasters will be prioritized.

5. Expected Results

An integrated water resources policy will have been formulated and implemented; a
new Water Resources Act will have been enacted; necessary standards, guidelines/procedures
for development and use of water resources will have been in place; A river basins plan will
have been prepared for integrated development and management of river basins; hazard map
will have been prepared by identifying flood risk and landslide areas; An approximate of
1,100 hectares of land will have been obtained as a result of the construction of 410 km

embankment and river control structures.

6.1.6 Forest, Biodiversity and Watershed
1. Background

The forest area, which occupies 44.74 per cent of the total land area of Nepal, is an

important natural resource. The sector, which includes forest, flora, fauna, biodiversity, and
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watershed management, is directly linked to eco-tourism, hydropower, agriculture, livestock
farming, clean environment, and forest and herbal based industries. Timber, firewood, herbs,
green enterprises, and nature-based tourism form the foundation for prosperity, while clean
environment, greenery, biodiversity, natural beauty, rich watersheds as well as the
participation of women, indigenous and local communities in resource management and fair
and equitable distribution of access and benefits are key indicators of happy Nepali. There is a
high potential for domestic value addition in the use of botanical resources and herbs
available in Nepal based on their comparative advantages identified through studies, research,

and documentation of information.

Nepal is a rich country in terms of biodiversity. In Nepal, 118 types of ecosystems, 75
types of flora, 35 types of forests, 11,971 species of plants, and 11,861 species of animals
have been identified. There are 20 protected areas, 10 wetlands of international importance,
11 botanical gardens, more than 22,600 community forests, and more than 10,000 other
community-based forests. Biodiversity is also being conserved in millions of private/ family
forests and agricultural forests in private farms of rural women farmers or families outside the
forest. Watershed management in general is being supported by activities such as wetland
protection, riverbank protection, rehabilitation of degraded land; water source conservation. It
has been found that more than 60 per cent of foreign tourists visiting Nepal visit conservation

areas and community forests.

2. Major Problems

Inability to manage and use the forest in a way that significantly contributes to the
forest economy; Inability to reflect the direct and indirect contribution of this sector to the
overall economy in the national accounting system; inability to maintain a balance between
infrastructure development and ecosystems; and failure to manage and control forest
encroachment, poaching, illegal trade, and the conflicts between humans and wild animals are

the major problems in this sector.

3. Challenges and Opportunities

Major challenges in this sector are to make the best use of available forests, flora, and

fauna; create an environment for effective coordination and collaboration between federal,
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provincial and local governments, forest groups and the private sector in forest management,
biodiversity conservation, and watershed management; manage the tension between
biodiversity conservation, including forests, wildlife, watershed management and physical
and economic development of the country; enact and effectively implement laws necessary to
ensure access and share benefits from genetic resources; and distribute equitably the benefits
from this sector’s products and services among people who are different in terms of class,

gender, and social status.

As forests, biodiversity, and watersheds are directly linked to the livelihoods of
people, they have the potential to make significant contributions to the country's prosperity by
increasing incomes and employment through sustainable management of these resources,
including better landscaping. With the federal, provincial, and local levels functioning under
the federal structure, resources for forest management and biodiversity conservation will be
easily available, and this will also increase ownership. More than 30,000 forest user groups
including women, Dalits, indigenous communities, and other local groups are managing
forests. There is an opportunity to access international funds based on carbon absorption
through forest conservation and development, forest-based industries, eco-tourism,
environment management, and climate change adaptation. There is an opportunity to
introduce the country to the world through wildlife and botanical resources by expanding
tourism into protected areas with biodiversity and natural beauty, community-managed
forests, leasehold forests, and agricultural forests. A study has shown that the current timber
production can be increased from the current 19.4 million cubic feet per year to more than 100
million cubic feet per year if only one-third of the 6 million-hectares of the national forest of
the country were brought under sustainable forest management. It is possible to
commercialize the production of valuable herbs by completing processing and value addition
within the country under the campaign “Make in Nepal, Use, and Export Nepal ma Banau,

Prayog ra Niryat Garau” (Nepal ma Banau, Prayog ra Niryat Garau).
4. Vision, Goal, Objective, Strategies and Working Policies

4.1 Vision

Contribution to prosperity and happiness through sustainable forest management and

entrepreneurship.
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4.2 Goal

To contribute to the economy through value addition and equitable distribution of incomes

generated through forest products and services, forest-based industries, and eco-tourism

while promoting environmental balance and sustainable development based on sustainable

and participatory management of forests, biodiversity, and watersheds.

4.3 Objectives

1. To increase the production and productivity of forest, biodiversity and watershed

resources and also improve environmental services

2. To conserve, rehabilitate, and sustainably use forests, biodiversity, and watershed.

3. To distribute the benefits from forest, biodiversity, and watershed resources in an

equitable manner.

4. To promote studies and researches in the field of forest, biodiversity, and watersheds

and utilize the findings in the development of forest-based enterprises.

4.4 Strategies and Working Policies

Strategies

Working Policies

1. Toexpand and
diversify goods and
services through
participatory
management and
development of
nature-based tourism
to utilize the full
potential of the forest

sector.

National (including community forests or community-
managed forests), private and public forest management plans
will be improved and implemented effectively to increase the
production of timber and non-timber forest products
(including those useful in Ayurveda medical system) at
sustainable capacity based on the condition of natural and
planted forests.

Emphasis will be given on the development of forest
nurseries, agroforestry, and forestry enterprises through

community forest management.

. A significant increase in the number of class tourists will be

achieved by making all protected areas, community forests,

and community-managed forests as nature-based tourism
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Strategies

Working Policies

10.

11.

12.

destinations.

Parsa and Shulklaphanta National Parks will continue to be

recognized as a natural zoo.

By determining pocket areas for herbs and non-timber forest
products with commercial potential, farming technologies
will be developed and expanded with the business plans,

including the establishment of an herbal processing centre.

Development of unused private / family forests and
public/community or government lands from the Himalayas

to the Tarai region will be facilitated.

International funds will be claimed by completing the
REDD+ Preparation Programme for forest-based carbon
trading.

Forest user groups comprising women, Dalits, indigenous
groups and local communities will be brought together to
form cooperatives and increase capital under public-private-
community to use forest products in results-oriented eco-
tourism, and other industries including wood furniture.
Essential oils produced from Nepal's plant resources and the
formula used in this process will be utilized, marketed,
commercialized, and exported.

Soft species of timber will be upgraded; timber technologies
will be developed and timber production diversified; the
quality of non-timber forest products will be standardized,
and forest certification will be issued.

Arrangements will be made for business plans, subsidized
loans, insurance, and green property collateral for
afforestation and agriculture in private or family forests.

Nepal Forest Corporation and Forest Development Fund will
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Strategies

Working Policies

be established for compensatory tree planting, forest
conservation, expansion of agroforestry, development of
forest industry, and easy supply of forest products.

13. Imports of timber products will be substituted by increasing

domestic production and supply.

14. Necessary arrangements will be made for rearing, breeding,
commercializing and exporting wildlife with participation
from government, community forest groups, and the private
sector.

At least one medium to large scale timber industry and one

industry of the same size based on non-timber products or herbs

will be established in each province. For this, public-private-

community partnerships will be promoted as needed.

. To protect and
manage forests, flora,
fauna, and
biodiversity
landscape in an

integrated manner.

1. Conservation work will be implemented by formulating a
strategic plan for landscaping and protecting pasture areas
along with an integrated management plan for protected areas
with the participation of women, Dalits, indigenous groups,
and local communities.

2. A sustainable forest management plan will be formulated to
address issues concerning sustainability in forest
conservation, grazing areas, wetlands and biodiversity in all
forest management systems, including forests managed by the
government, community forests, partnership forests, or
leasehold forests. The plan will also cover the conservation of

local and endangered species.

3. Lakes and ponds will be protected/developed and linked to
tourism promotion.

4. Forest nurseries will be established at all local levels by

identifying suitable species.
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Strategies

Working Policies

In afforestation, priority will be given to plant species that

conserve water.

. The existing Chure Area Conservation Programme will be

restructured for the conservation and promotion of Chure in
coordination with the federal, provincial, and local levels.
This will be made more effective through prioritizing

participatory management.

Existing wetlands will be identified, protected, and
documented, and a participatory management plan will be
formulated and implemented for the wetland areas included in

the Ramsar list.

Existing protected areas will be maintained for the
conservation and management of wildlife and their habitats
and rare plants. At the same time, in-situ and ex-situ
conservation of biological resources will be continued by
identifying and expanding sensitive biodiversity areas based

on feasibility and needs.

. To adopt an
integrated system
while using forests
for physical
infrastructure
development and
have integrated
thinking in its
conservation and

development

Corridors will be defined for infrastructure passing through

forests.

. While developing physical infrastructure in protected areas

and other important bio-zones, coordination and collaboration
will be ensured for the development of conservation-friendly
infrastructure.

Human-wildlife conflict will be minimized through awareness
programmes, proper compensation, and the development of
physical infrastructure as needed.

Bio-engineering will be an integral part of development
works for the sustainability of physical infrastructure and

development projects.
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Strategies

Working Policies

To undertake
integrated
management of
watersheds based on

the river system.

An integrated watershed management policy and plan will be
prepared and implemented in coordination with various levels
of river systems, including Koshi, Gandaki, Karnali, and

Mahakali river basins.

Technology will be transferred by developing low-cost
technologies and agroforestry systems for the rehabilitation of
landslides and degraded lands around settlements in

earthquake-affected areas.

Estimates of river-based forest products, including those from
buffer zones, such as boulders, ballast, and sand will be
undertaken, and the excavation, collection, processing,
transportation, and sale of these products from designated
places will be made effective.

Special programmes will be implemented for the recharge
water in public and private lands to conserve and promote

watersheds.

To institutionalize
gender equality and
social inclusion in
forest, biodiversity,
and watershed
management and to
distribute the benefits
from this sector

equitably.

Gender and social inclusion strategies in forest management
systems including community forests will be improved and
implemented in time.

Biodiversity resources at all local levels and associated
traditional knowledge, skills, practices, socio-cultural
practices, arts, intellectual property of indigenous and local
communities will be registered and documented.

The concept of ‘one ward, one resource person for local forest

and watershed management’ will be implemented.
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Strategies

Working Policies

To conduct research,
studies, public
awareness campaigns,
and capacity building
programmes in
coordination and
collaboration with
research institutions,
universities, and non-
government

organizations.

Arrangements will be made to provide internships to students
in forest management, mobilization of forest user groups, and
forest-based industries in collaboration with universities, their

faculties, and technical schools related to the forest sector.

Monitoring and evaluation systems will be made effective by
institutionalizing the information system of the forest sector.
Continuity will be given to the National Forest Resources
Survey (National and Private Forest).

The investment will be increased in research, studies and
monitoring and evaluation of the forest sector Research,
study, and monitoring related to the forest area, and mutual
coordination, and collaboration will be established with
universities and other organizations.

Research and development will be carried out in useful herbs
including Nepal’s native plants.

A national strategy will be formulated for capacity building
and skill development of local forest facilitators to increase

the productivity of the forest sector and conserve biodiversity.

To enact and
implement necessary
laws in coordination
with the federal,
provincial, and local
levels for sustainable
management of the

forest sector.

Necessary policies, laws, and procedures will be put in place
to simplify and regulate the collection, distribution,
processing, sale, and marketing of forest products produced
from private forests at the federal, provincial, and local levels.
Forest-based industries will be promoted in community
forests, community-managed forests, and government-
managed forests.

Existing strategies will be improved and implemented to
discourage forest encroachment, and arson, and illegal export
from individuals and organized groups. Additionally, forest

losses will be checked and sensitive habitats protected by
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Strategies Working Policies

controlling the effect of invasive species

3. Legal framework and institutional structure will be developed
and implemented for access to genetic resources and the
sharing of benefits.

4. Structure, working style, and ethics of stakeholder agencies in
the forest sector will be changed to make them transparent,
result-oriented, and accountable.

5. An appropriate legal framework will be developed for
monitoring and coordination among the three levels of

government.

5. Expected Results

By the end of this plan period, the protected number of disappearing, endangered, and
vulnerable plants/species will have been 506. The forest area will have been maintained at
44.74 per cent as a result of intensified activities of forest conservation with participation
from women, Dalit, indigenous communities, and local communities. The number of
community forests will have reached 24,000 with the formation of an additional 2,000
community forest user groups. The share of national forests under community-based
management, including community forests, partnership forests, and leasehold forests, will
have reached 45 per cent. Forest health will have improved as a result of the prevention and
control of bush fires, forest encroachment, as well as illegal collection, and transportation of
forest products. 30,000 hectares of land will have been covered by private forest/family
forests in Tarai. The agricultural forests will have been increased to 100,000 hectares,
including both national and community forests as well as private/family forests.
Approximately 20,000 hectares of public spaces will have been covered by forest. An
integrated basin management policy and plan will have been prepared and implemented for
big river systems. The existing protected areas will have been maintained, and they will be
integrated into the management of the larger landscape. The protected area will have been
maintained at 23.4 per cent, and a botanical laboratory will have been established in all seven

provinces. Ten wild animal farms will have been established and operated. Fourteen large or
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medium-sized timber or non-timber industries will have been established. Currently,
approximately 19.4 million cubic feet of timber are being produced every year. The country
will have achieved self-reliance in timber products by the final year of the Plan by producing
at least 30 million cubic feet of timber annually.

6.2 Industry, Commerce, Supplies, and Tourism

6.2.1 Industry
1. Background

The industry sector is the main pillar of economic development. Rapid
industrialization supports economic growth in the country. The Constitution of Nepal
stipulates provisions to protect and promote industries giving priority to domestic investment
based on Nepali labour, skills, and raw materials for the development of the economy.
Foreign investment in the form of capital and technology has been encouraged in areas of
import management and export promotion to serve national interest and mobilize such
investment in the development of industrial infrastructure. The private sector has a leadership
role in the development of the entire industry sector, with the government playing the role of
an effective catalyst, regulator, and facilitator. The industrial policy has defined its goal in
terms of significant contribution to the national economy through industrial development
based on sustainable macro fundamentals and driven by collaboration among public, private,
and cooperative sectors. While the Intellectual Property Act and the Industrial Enterprises Act
are being finalized to expedite industrialization by creating an investment-friendly

environment, the Foreign Investment Act has already been promulgated.

Using the opportunity of the federal structure in terms of expansion of economic
activities and the creation of effective demand, infrastructure including cross-border economic
zone, industrial zone, industrial corridors, special economic zone, and industrial villages are
being developed. For industrialization, an investment-friendly environment needs to be
created for attracting foreign investment in large industries and import management sectors
while protecting local labour, skills, and raw materials needed for small industries. Moreover,
coordination among and between provinces and the federal level need to be achieved to bring
dynamism in industrial development. Similarly, there is a need to increase production,

productivity, and employment by reducing the cost of production based on the use of new
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technologies in industries. It has been imperative to increase the contribution of the industry
sector in GDP by achieving good relations among workers, employers, and the government.
Domestic and foreign investment will have to be increased while offering protection to
domestic industries. Industries will have to be developed for export promotion based on
backward and forward linkages. Industrial development should be seen as complementary to
the development of agriculture, tourism, infrastructure, and hydroelectricity, which are the

drivers of economic growth.

In fiscal year 2075/76 (2018/2019), the contribution of the secondary sector in GDP
was 14.6 per cent and that of the manufacturing sector was 5.6 per cent. Among 11 industrial
estates established in the country, 10 are in operation. This sector contributes 8.1 per cent to

total national employment.

2. Major Problems

Lack of entrepreneurial thinking; lack of mobilization and availability of capital in
productive sectors and industry; inability to link the issues of industry and investment with the
one-window system; lack of cost competition and quality in industrial products and lack of
production and diversification of exportable goods are the major problems in this sector. The
failure of the private sector to lead on connecting the capital, skills, raw materials and
technologies in the promotion of micro, cottage, and small industries; inability to use new
technologies and equipment in industrialization; absence of public-private-cooperative
partnership in the development of industrial value chain in the industry sector; and open
border and attraction of businesspersons in import trade for short-term profits due to very
liberal policies are additional problems in this sector. Lack of research and development in
industry and marketing, lack of adequately skilled technical human resource; and failure to
bring together and coordinate industry and other interdependent sectors such as agriculture,
forest, mines and minerals; low utilization of domestic raw materials; failure to provide
incentives for encouraging industrialists and investors; poor industrial infrastructure; and lack

of research and diversification in production and marketing are other problems in this sector.

3. Challenges and Opportunities

196



Major challenges in this sector include attract domestic and foreign investment in
industries with comparative and competitive advantages by creating an investment-friendly
environment: analyse challenges and opportunities created by economic liberalization,
globalization, and multilateral trade agreements and define priorities and needs of trade and
investment; and extract and utilize petroleum and precious minerals. Additional challenges
are to develop industrial infrastructure; maintain the quality of goods and services at
international standards; increase export through labelling and branding of Nepali goods;
manage closed or sick industries; protect and promote intellectual property; and reduce tariff
in raw materials, semi-processed goods, and spare parts (even if tax benefits would

incentivize manufacturing industries).

The emergence of economic prosperity as a common agenda; identification of areas of
comparative advantages; commitment to flexible labour policy and one-window system; open
economy and affiliation with the international and regional organizations; introduction of
policy, legal, structural and procedural reforms for creating investment-friendly environment;
and expansion of information and communication technologies are opportunities in this
sector. Availability of market for industrial goods and services as a result of rapid economic
growth and expansion in two big immediate neighbours; gradual improvement in industrial
relations; potential for mobilizing non-resident Nepali in industrial development; increasing
availability of energy; industrial production and extraction of minerals; high potential for the
development of forest, education, health, and tourism sectors by linking them with industry;
increasing attraction of youth towards industry and business; and the increasing possibility of

involving Non-residents Nepali in the industrial development are additional opportunities.

4. Vision, Goal, Objectives, Strategies and Working Policies
4.1  Vision
Sustainable, employment-oriented, and high-return industrial development for
economic prosperity.
42  Goal

To increase the contribution of the industrial sector in the national economy through

the development and expansion of the industrial sector.
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4.3

Objectives

1. To increase the contribution of the industrial sector in GDP by increasing industrial

production.

2. To promote export and manage imports by enhancing the production and

competitiveness of industries.

3. To create additional opportunities for employment by increasing domestic and foreign

investment in the industrial sector by creating an investment-friendly environment.

4.4  Strategies and Working Policies
Strategies Working Policies
1. Tointroduce policy, | 1. Institutional and policy reforms will be introduced for the
legal and transformation of the industrial sector in line with the fourth-
institutional reforms generation industrial concept (Industry 4.0).
for the development | 2. Policies and laws governing industry and investment will be
of the industrial improved as needed; and an accreditation law will be prepared
sector and promulgated.
3. Transactions of the informal sector will be formalized and
captured in GDP.
4. The capacity of entrepreneurs and businesses will be increased

~

for improving productivity and enhance quality based on
managerial tools and techniques such as Total Quality

Management, continuous improvement, and quality circle.

. Systematic reforms will be introduced to simplify processes for

establishing as well as operating industries and businesses.

. Legal and institutional arrangements will be strengthened for the

protection and promotion of industrial intellectual property.

Nepal’s diplomatic missions abroad will be mobilized
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Working Policies

intensively to bring foreign investment in the industrial sector.

8. Micro, cottage and small industries will be protected and
promoted for employment creation and poverty alleviation in
cooperation and collaboration with provincial and local levels

9. Micro-Entrepreneurship Development Programme will be
implemented through the local level for poverty alleviation.

10. Intergovernmental coordination will be ensured for the
establishment of industries and marketing of industrial
products.

11. Industrial estates, special economic zones, and industrial
villages will be developed and operated by maintaining balance
among provinces based on local resources, feasibility, and
comparative advantages.

12. Time and cost will be reduced in the industrial sector by

delivering services through the electronic medium.

To promote the use
of technologies,
introduce a one-
window system, and
develop industrial
infrastructure for
creating an
investment-friendly

environment.

1. Support and assistance will be provided towards the
development of infrastructure and promotion of industries based
on domestic raw materials including cement, sugar, footwear,

medicine, juice, dairy, tea, cashmere, handicrafts.

2. Coordination and collaboration will be established with the
private sector to develop and expand physical infrastructure in

industrial estates, as needed.

3. Infrastructure will be developed and brought into operation
within cross-border economic zones, special economic zones,
industrial estates, and industrial villages with substantial

involvement of the private sector.

4. Knowledge, skills, capital, and technology of NRNs will be

utilized in national industrial development.
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Industrial estates and industrial villages will be established for

women entrepreneurs to develop women entrepreneurship.

. The one-stop service centre will be made more effective

through inter-agency coordination to provide integrated services
related to business registration investment.

Dependence on foreign aid will be reduced gradually by signing
a bilateral investment agreement with potential source countries
for FDI in Nepal.

. Foreign investment will be mobilized for promoting regional

connectivity and developing manufacturing and employment-

oriented sectors.

3. To develop and
expand the
industrial sector
based on its inter-
relationship with
other productive

sectors.

. The industry sector will be connected with agriculture, tourism,

education, health, and other sectors.

Necessary programmes will be launched for implementing the

concepts of mountain economy and industrial product sharing.

Dress materials for government employees and students will be
produced domestically, and special arrangements will be made
to encourage all Nepali to use domestic products.

Industrial estates will be established in all provinces in line with
the policy of establishing at least one modern industrial estate in

every province.

. The productivity of industrial and business sectors will be

increased in all seven provinces, and self-reliance will be
achieved in the production of almost all essential consumer

goods and services within the next five years.

. The establishment of environment-friendly and agriculture-

based industries will be emphasized.

4. To develop mines

. Relevant laws will be amended and improved to extract,
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and mineral-based
industries based on
cost-effectiveness

and comparative

advantages.

process, and use petroleum products and minerals.

. Researches will be carried out on forest products, precious

stones, and other minerals in collaboration with the private

sector.

. Establishment, development, and promotion of Facilitation and

promotion will be made in establishment, development, and
expansion of mines-based and construction industries will be
facilitated. Arrangements will be made to extract, process, and
utilize stone, gravel, husk, sand, and other construction
materials by identifying specific locations based on availability

and cost-effectiveness.

. Processing industries for forest products and minerals will be

encouraged to operate in local level industrial villages.

To focus on import
management by
mobilizing public-
private- cooperative
partnership (PPCP)
in industries based
on domestic raw
materials and
having a
competitive
capacity and
comparative

advantages.

. FDI, technical human resources, and modern technologies will

be utilized for the exploration, processing, and production of
uranium, iron, copper, gold, natural gas, and petroleum

products.

. The production of high-value, low-volume goods will be

increased, with emphasis given to their export.

Industries producing IT products will be encouraged.

. Processing centres will be established for herbs available in the

country’s mountain area as well as for precious and semi-

precious stones available in various parts of the country.

. Collection and processing centres for Himalayan nettle, banana,

cane, and bamboo will be established and provided technology
supported for promoting entrepreneurship in products based on

natural fibre.

. Priority will be given to soft loans for micro, cottage, small and

medium enterprises. Access to credit for other industries will
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also be prioritized.

. Emphasis will be given to sustainable utilization of local

resources and raw materials in agriculture-based, forest-based,

and minerals-based industries.

. Goods and services having comparative and competitive

advantages will be identified, promoted, and developed.

. Sick industries with potential for import management and the

production of essential goods and services will be revived and

operated.

To adopt measures
for capacity
building, financial
access, and
promotion for the
development and
expansion of

industries.

. The use of new technologies will be encouraged in industries to

enhance industrial capacity.

. Arrangements will be made for making soft loans available for

business operations in coordination with banks and financial
institutions
Domestic industries will be protected within the framework of

bilateral, regional, and multilateral trade agreements.

. The competitive capacity of industries will be increased by

maintaining the quality standards of Nepali products.

. Access to concessional loans will be ensured for commercial

farmers and women entrepreneurs.

. Financial incentives and other assistance will be provided

towards the establishment and operation of industries involved

in contract production.

. Construction industries will be established and operated for the

easy availability of construction materials needed for new

construction.
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6. Expected Results

The contribution of the manufacturing industry in GDP will have reached 6.5 per cent.
Industrial infrastructure will have been developed with the establishment of 351 industrial
villages, 15 industrial estates, and 5 special economic zones. Industries within the facilities

will have been in operation.

6.2.2 Commerce
1. Background

Trade and commerce play a vital role in rapid economic growth and development in
today’s interdependent world economy integrated by networks of transport and
communication. If Nepal could produce for internal consumption, and also export goods with
comparative and competitive advantages using means of production available in the global
market, including skills, capital, and technology, a strong national economy can be built by
reducing the ever-increasing trade deficit. For this, the development of infrastructure and the
creation of a good environment for trade and investment are important internally. Externally,
the implementation of bilateral, regional, and multilateral trade agreements is important. The
Constitution envisions a policy to attract foreign capital and technological investment in
export promotion and import management to serve the national interest. Also, the Constitution

guarantees that there is no disruption in internal trade.

The state has adopted sectoral policies such as the trade policy and the Nepal Trade
Integration Strategy for the development and expansion of this sector as well as for export
promotion. Nepal's affiliation with regional and international organizations such as World
Trade Organization (WTO), South Asian Free Trade Agreement, Bay of Bengal Initiative for
Multi-Sectorial Technical and Economic Cooperation (BIMSTEC) and agreements with
major trading partners have expanded market access, but this has not led to the materialization
of expected results in export promotion due to structural challenges in the internal economy
and also the inability to utilize and benefit from the concessions offered by these agreements.
Hence, in order to reduce trade deficit, there is an immediate need for export promotion and

import management by identifying, developing, and increasing production. Additionally, the
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country needs to attain self-reliance in basic needs goods, including agriculture, fuel, and

medicine.

The share of wholesale and retail trade in GDP is 14.4 per cent in fiscal year
2018/2019. Export is increasing at a low rate while the import is increasing at a high rate. The
export-import ratio in trade in goods is 1:14.4, and the trade deficit stands at 38.1 per cent of
GDP. A large part of import consists of high-value final goods whereas export consists mainly

of low-value agricultural goods.

2. Major Problems

Major problems include a low level of internal production, which cannot meet the
increasing demand for consumption goods and luxurious items associated with people’s
increased purchasing power; inability to produce alternative energy to substitute the
increasing import of mineral energy; increase in agricultural import as a result of low
production and productivity of the agriculture sector due to lack of mechanization,
industrialization, and commercialization; failure to create backward and forward linkages in
the production value chain; inability to develop and add value to exportable goods and
services having comparative and competitive advantages; inability to adequately utilize the
opportunities available in the international market for the development of trade; and the
increasing of attraction of import trade among businesses compared to industrial investment.
Furthermore, a high share of raw materials, primary goods, and semi-processed goods in
export; high cost of trade and transit; and failure to take significant advantage from bilateral
and multilateral trade agreements are other problems in this sector. Similarly, the inability to
control the import of goods adversely affecting human, livestock, and plant health; deviation
in foreign trade due to the open border; failure to undertake country-wise and product-wise
trade diversification; and weak legal provisions and regulatory capacity for import

management are other problems.

3. Challenges and Opportunities

Major challenges include make structural changes in the trade sector by increasing
productivity and competitive capacity; reduce the high trade deficit by promoting export;

utilize opportunities created by multilateral, regional and bilateral trade agreements while
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mitigating their adverse effects; and increase the production of competitive goods and
services by utilizing cheap labour and raw materials. Additional challengers are to increase
production and export of goods and services identified by Nepal Trade Integration Strategy
(NTIS), 2016, increase the quality of goods through certification, labelling, branding and
undertake country-wise and product-wise trade diversification to expand international trade
and increase its competitiveness; and take significant advantage of market access through

trade diplomacy.

Access to market enhanced by globalization and the world trade system: and trade and
transit agreements with two big neighbours offering zero-tariff market access are major
opportunities. Availability of industrial labour and raw materials; reduction of the trade deficit
as a strategic priority of all sectors; affiliation with regional and international organizations
such as WTO, South Asian Free Trade Agreement (SAFTA) and BIMSTEC); and the

possibility of a transit economy are additional opportunities.

Policy arrangements to look at domestic and foreign investment and trade in an
integrated manner; increasing investment in infrastructure related to international and regional
inter-connectivity; and increasing quality and competitiveness in the production of goods and
services are also being seen as great opportunities.

4. Vision, Goal, Objectives, Strategies and Working Policies

4.1 Vision

Export promotion, import management, and trade balance for economic prosperity.

4.2 Goal

To increase the contribution of the trade r in the economy.

4.3  Objectives

1. To increase the production of food grains and other basic consumer goods as well the

production of export goods and services having comparative advantages.
2. To reduce the cost of trade both in domestic and international trade.

3. To enhance the integration of Nepali goods and services in international value chains.
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4.4

Strategies and Working Policies

Strategies

Working Policies

1. To manage import and

promote export by
identifying, developing,
diversifying, and increasing
the production and
productivity of food grains
and other consumer goods
and services having
comparative advantages and

competitiveness.

1. Prevailing trade sector laws will be improved and

implemented according to the federal structure.

. Laws related to antidumping, countervailing duties, and

safeguards will be prepared and implemented.

. Country-wise and product-wise diversification and

procedural simplification will be carried out for

increasing export trade.

. Export infrastructure will be developed for the

production and export of goods with potential for high-
value addition such as garment, carpet, cashmere, leather
shoe, sandal, coffee, felt, handmade paper, cardamom,
ginger, tea, herbs, and other high-value, low-volume
products.

. Incentives will be provided to export-based industries

for using modern technologies. Concessions and
incentives will be offered to producers and exporters

based on the value-added.

. The import of goods affecting animal and plant health

(sanitary and phytosanitary) will be effectively

controlled.

. To reduce the cost of
domestic and international
trade through the
development and
utilization of trade
technologies and other

infrastructure, use and

. Necessary

Trade will be promoted and developed through e-
commerce by making it easy and cost-effective in line

with the changes observed in the global market.

institutional and  procedural

policy,
arrangements will be put in place to diversify transit

transport using waterways.

. The participation of the private sector will be promoted
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expansion of information
technologies, good
governance and effective
regulation, trade
facilitation, and

institutional strengthening.

10.

11.

12.

in the development of trade infrastructure.

Trade infrastructure, including unified customs
checkpoints, good quality quarantine services, integrated
service centres, and dry ports will be developed and

operated for the promotion of export trade.

Trans-shipment modality will be adopted for the
transportation of goods from Kolkata and
Bishakhapattanam ports for trade with third countries.
Furthermore, port and transit facilities will be utilized by
implementing the transit agreement with China.
Necessary infrastructure will be put in place for the
development, storage, and marketing of local products.
Incentives will be provided for the adoption of new
technologies and improvement in production processes
in industries producing export goods based on domestic
raw materials.

Information technologies and e-commerce will be
utilized in the promotion and marketing of local
products.

The collaboration will be achieved with provincial and
local levels to establish market management and
promotion centres in provincial capitals and main cities.
Emphasis will be given to infrastructure development
by attracting foreign capital and technology to export
promotion and import management in such a way that
national interest is served.

Geographical and social inequalities in the trade sector

will be reduced gradually.

Arrangements for e-services will be put in place for
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13.

making domestic and foreign trade easy, less expensive,
and effective.

International exhibition centres will be developed in
each province to promote the potential goods and

services of respective provinces.

. To protect and promote

The intellectual property of local goods and goods based

trade-related intellectual on traditional knowledge and skills will be protected.
property rights in the | 2. Support will be provided as needed to registration,
international market protection, and promotion of intellectual property of
goods that can be potentially exported to other countries.
To strengthen economic | 1. The competitiveness and value chain of goods and
diplomacy and build trade services having comparative advantages and competitive
capacity through trade- capacity as identified by NTIS 2016 will be developed,
related bilateral, regional and export will be promoted in the international market.
and multilateral | 2. Emphasis will be given to the protection of Nepal’s
mechanisms to integrate interest through the WTO and regional trade agreements.
Nepali ~ products into Skilled human resources will be developed to expand
international value chains service trade under mode-4 within the WTO framework.
and expand the market for | 3 Negotiations will be conducted to take maximum

Nepali products

advantage of service waiver under the WTO General
Agreement on Trade in Services (GATS) (which allows
developed countries for preferential treatment
for services from LDCs) by identifying sectors, sub-

sectors, and modes.

4. Internal and external activities of the trade sector will be

regulated to promote self-discipline and competition.

5. Economic diplomacy and Nepali missions abroad as well

as the mechanism of NRNs will be used to promote
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export.

6. The existing Trade and Export Promotion Centre (TEPC)
will be upgraded to a powerful "Foreign Trade
Management Centre™ to increase export, promote
country-wise trade diversification, and manage import in

coordination with various agencies.

5. Expected Results

At the end of the plan, the export-import ratio of goods will have been 1:10. The
import of food grains, vegetables, and essential consumption goods will have come down to 5
per cent from the current 14.4 per cent. The economy will have been geared toward achieving
self-reliance. The cost of trade and transit will have been reduced as a result of the

development and expansion of trade infrastructure and the operation of water transport.

6.2.3 Supplies
1. Background

The state has an obligation to ensure an easy and uninterrupted supply of essential
goods and services needed for people daily, and this service should be available across the
country, including remote and rural areas. To ensure consumer rights, the Constitution of
Nepal stipulates that every consumer will have the right to obtain quality goods and services,
and any person who has suffered injury from any substandard goods or services will have the
right to obtain compensation in accordance with the law. Furthermore, the state has adopted
policies to protect the interests of consumers by maintaining fairness and discipline in the
trade as well as by making the national economy competitive, while ending activities such as
creating a black market, monopoly, artificial scarcity, and restricting competition. For this
purpose, legal provisions including the Consumer Protection Act have been introduced. It is
necessary to improve and effectively implement existing laws and restructure existing
institutions with a mandate for managing supplies while protecting and promoting the rights

and interests of consumers by improving the supply system.
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A Price Stabilization Fund has been established to maintain stability in the price of
petroleum products. A system has been introduced to make price adjustments in petroleum
products based on the purchase price. Preparations are ongoing for more storage centres, and
work on the extension petroleum pipeline is in progress to increase storage capacity for
petroleum products and also to make import easier. The current storage capacity for
petroleum products is around 71,000 kilolitre. To ensure access to food grains for the people
from remote areas, transportation of food grains and monitoring activities have been
prioritized. For emergency supply of food grains, 33,000 metric tons of food grains are stored
in the National Food Store and SAARC Food Bank on a rotational basis.

2. Major Problems

Poor supply of essential goods and services with good quality standards; adulteration
in food grains; artificial shortages of food grains due to fraud, and distortion like cartels and
syndicates; undue price hikes; and lack of effective market monitoring are the main problems
in this sector. Dilapidated warehouses constructed for the storage of essential food items; lack
of adequate storage capacity for petroleum products; poor implementation of existing laws
governing the supply system and consumer interest; and weak physical and institutional
capacity of local level with responsibilities for storage and supply of essential medicines
under the federal structure are other problems in this sector. Another problem is the absence,
of a smart and reliable entity for collecting, managing, and storing surplus food items
produced in specific locations and transporting them to other locations facing a food shortage.

3. Challenges and Opportunities

The major challenges include protect consumer interest by carrying out regular and
effective market monitoring to ensure business integrity and discipline; promote competition
by ending artificial scarcity, leakage, unnatural price hikes, cartelisation, and syndicate; and
guarantee a smooth supply of food items, essential medicines, medical equipment, petroleum
products, and food security. Other challenges of supply management are to enhance access to
essential food grains in remote and inaccessible geographical areas and restructure
corporations including Nepal Food Corporation, Salt Trading Corporation Limited, and Nepal

Oil Corporation Limited to enhance their effectiveness.
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High demand and the increasing importance of local products due to increased food
and nutrition awareness; adoption of policies promoting self-reliance agricultural products;
monitoring of food supply by all three levels of government; increase in storage capacity and
smooth implementation of activities on petroleum pipeline expansion; increase in electricity
generation and regular supply of power; interest in quality of goods and services as a result of
increased consumer awareness; private sector's leading role in the supply system; expansion
of transport network across the country; and increasing access to information are

opportunities in this sector.

4. Vision, Goal, Objectives, Strategies and Working Policies
4.1  Vision

The effective, accessible, self-regulated, and responsible supply system and protection

of consumer rights.

42  Goal
To enhance people’s access to the supply system and protect consumer interest by

ensuring an easily accessible and regular supply of quality goods and services.

4.3  Objectives
1. To ensure an easily accessible supply of goods and services across the country,
including consumer goods, essential goods and services, essential medicines and

equipment, and petroleum products.
2. To make the market system fair, competitive, and responsible towards consumers.

4.4  Strategies and Working Policies

Strategies Working Policies
1. To implement policies, 1. Effective supply management will be maintained by
Acts, and laws related to improving supply policies.
the supply system, 2. Business ethics and discipline will be maintained by
competition promotion, ending the black market, monopoly, artificial scarcity,
and consumer interest and anti-competitive practices.
effectively. 3. Institutional capacity of relevant agencies will be
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increased for the effective implementation of legal
provisions on the promotion of competition and

protection of consumer interests.

2. To strengthen institutional
and structural aspects of
corporations involved in

supply management.

Legal and institutional reforms will be introduced as
needed to strengthen and diversify supply and
distribution systems for petroleum products.

Legal, institutional and procedural reforms will be
introduced as needed for intensive and regular market
monitoring.

A supplies company will be established by restructuring
supply agencies to ensure a smooth supply of food
grains and essential goods.

A permanent mechanism will be set up for making food
grains available at a fair price for the poor.

A supply management information system will be
developed in coordination among the three levels of
government for the management of statistics on

supplies.

3. To develop and effectively
implement a  supply

monitoring system.

.In view of the legal basis for food sovereignty,

arrangements will be made for the supply of seeds and
fertilizers adhering to agreed standards, quality, and

weight.

. Regulatory agencies will be established at federal,

provincial, and local levels and mandated with the

protection of consumer interests.

. The fundamental right to food will be implemented

effectively.

. The cost price of goods and services will be determined
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based on standards for their sanitary, phytosanitary, and

environmental impacts.

4. To end artificial scarcity

by maintaining
transparency in  the
availability, quality,
price, and supply of all
goods and  services,
including essential goods

services.

The supply system will be made easy and accessible by
enhancing the capacity for production, storage, and
distribution of basic needs related goods.

The public distribution system will be made easily
accessible, transparent, and effective.

The supply of quality goods and services will be made
easily accessible by making the public sector, private
sector, and cooperatives competitive.

Service delivery systems in private and public transport,
education and health sectors will be made regular and
easily accessible thereby making it clean, healthy and

competitive by eliminating syndicates and cartels.

5. Expected Results

A total of 71.6 thousand quintal iodine salt and 25 thousand metric tons of food grains
will have been transported annually to various parts of the remote and highly remote districts.
The National Food Store and the SAARC Food Security Bank will have a stock of 25
thousand and 8 thousand metric tons of food grains respectively. The storage capacity for
petroleum products will have increased to have a stock necessary to meet the demand for 90
days. The petroleum pipeline will have been expanded to Chitwan. Consumer goods and
services of daily use will have been easily accessible with ordinary consumers accessing

quality goods and services at reasonable prices.

6.2.4 Tourism

1. Background

The tourism sector has a high potential for the development of the Nepali economy.

This sector enjoys comparative advantages because of its unique natural and cultural heritage
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and diversity. In particular, natural beauty in the mountains, important religious destinations,
and unique cultural and archaeological heritages are high-potential treasures for tourism in
Nepal. The Constitution of Nepal incorporates policies for developing tourism as a key driver
of the national economy by developing these places and heritages as tourist destinations. They
will also be protected and diversified. Since tourism is making a significant contribution
towards achieving the goal of economic prosperity by enhancing employment opportunities,
reducing poverty, and improving people’s living standards, this sector can be seen as a key

driver of the economy.

Tourist arrivals and the length of stay are likely to increase in view of the fact that
Nepal can benefit from the world market, in particular from the large populations in
neighbouring countries. In fiscal year 2018/2019, tourist arrival was 1.197 million; the
contribution of tourism in GDP was 2.7 per cent; 200,000 people got direct employment;
average tourist spending USD 48 per day per person; and the average length of stay was 12.7

days.

2. Major Problems

Major problems include poor development and diversification of tourism products and
activities; inability to promote tourism at the international level as expected; underdeveloped
tourism infrastructure; failure to adequately involve the private sector in the protection and
preservation of religious and cultural heritages as well as in tourism development: inability to
link entrepreneurship development with tourism development; failure to ensure equitable
distribution of benefits received from tourism; and inability to make tourism activities

technology-friendly.
3. Challenges and Opportunities

Major challenges include establish Nepal as a very attractive tourist destination in the
world tourism market; improve air safety, security and reliability and expand air services;
enhance the quality of tourism services and facilities; identify and diversify new destinations;
attract private investment in the development of tourism infrastructure; define the vision of
developing Nepal as a tourism-based economy; have adequately skilled human resources in
this sector; and mitigate the effects of climate change in this sector. Other challenges include
to diversify and package tourism products with a view to increasing spending and the length
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of stay; increase the arrival of quality tourists; make tourism services smart, tourist-friendly,
secure and reliable; and keep tourists busy by making tourist products attractive and
entertaining through the use of modern technologies and tools.

Encouraging environment for tourism created by all three levels of government under
the federal structure: progress in the reconstruction of cultural heritage damaged by the
earthquake; development of new tourist destinations; progress in the construction of tourism
infrastructure including international airports; proximity to rapidly developing neighbours;
natural beauty; great feeling of peace; amiability; spirituality; birthplace of ancient knowledge
and philosophy; bio-diversity; and the possibility of Nepal being a tourism hub as a result of
unique tourism destinations and products, create opportunities for developing tourism as a

river of prosperity.
4. Vision, Goal, Objectives, Strategies and Working Policies
4.1  Vision
Nepal as an attractive, safe, and captivating tourist destination.

4.2  Goal
To put Nepal in the forefront of the global tourism market.

4.3  Objectives
1. To develop Nepal as an attractive tourism destination by making it safe, quality-

focused, and tourism-friendly.

2. To increase the contribution of tourism in the economy by diversifying tourism

destinations and products.

3. To make sure that the benefits of tourism are distributed equitably at the ordinary

people’s level.

4.4  Strategies and Working Policies

Strategies Working Policies
1. To undertake extensive 1. Information, communication, education (ICE) materials
publicity and promotion of for recognition of Nepal will be developed, produced,
Nepali tourism in and disseminated in international tourism markets for
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neighbouring countries and

major tourism markets.

shaping the perception and image of Nepal among

international tourists.

Tourists coming to Nepal repeatedly will be honoured

as ‘brand ambassadors’ of Nepal.

Promotional programmes such as "Visit Nepal 2020"
will be carried out along with tourism publicity within
the country and abroad by using technologies, including
ICTs

Domestic and international tourism will be promoted
by identifying, developing, and promoting new tourist
destinations with provincial balance.

A master plan will be prepared and implemented for
the overall development of tourism in collaboration with
all three levels of government, the private sector, and

communities.

Tourism activities will be carried out with tourism
being promoted as a high-yielding sector. The private
sector will be encouraged to be involved in the
development of human-created tourism
products/infrastructure, including hill stations targeted
to tourists seeking entertainment, utilizing leisure time,

and seeking to escape from the heat.

To distribute the benefits of tourism equitably, tourism
products and destinations focused on convention,
conference, symposium, and exhibition will be
diversified and beautified.

Modern tourism products such as cinema tourism,
adventure tourism, amusement tourism, research

tourism, trade tourism, eco-tourism, agriculture tourism
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mountaineering, trekking will be developed in
collaboration with the private sector.

9. Sensitive tourism destinations and cultural heritages
vulnerable to climate risks will be identified and
protected.

10. Standards and criteria will be developed to regulate and
control pollution and waste caused by tourism.

11. The quality of tourist services/facilities will be
enhanced by diversifying, classifying, and effectively
regulating them.

12. Adventure tourism trails will be identified and
developed.

13. Policy arrangements will be put in place for making
tourism an environment- friendly, energy-saving and
climate-resilient industry

. To promote integrated | 1. Timely reforms will be introduced in tourism policies
tourism development by and laws.
bringing ~ together  other | 2. An integrated tourism development model will be
sectors  with  tourism developed including education, health, and sports
potential, including sectors.
education,  health, and | 3 Toyrism satellite account will be prepared for an
sports. accurate accounting of tourism’s contribution to the

national economy.

4. Tourism products and the tourism industry itself will be
made sustainable by mitigating vulnerabilities induced
by climate change.

5. Disasters will be managed by strengthening weather

forecasting technologies.
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Integrated health infrastructure will be developed in
major tourism destinations.

Inter-governmental, inter-ministerial, and inter-agency
collaboration will be encouraged for tourism

development.

3. To develop and promote
modern tourism
infrastructure in line e with
the concept of the public-
private-cooperative
partnership while
encouraging domestic and

foreign investment.

. Initiatives will be undertaken to promote PPP and FDI in

tourism.

. A partnership model will be developed for investment

from provincial and local levels as well as from the
private sector and communities in the development of

tourism infrastructure.

. Local and national infrastructure will be linked with the

Buddha circuit, Shiva circuit, Ramayana circuit, the pre-
historic Mithila culture, and other similar development
projects in line with the concept of regional tourism

network.

. Tourist-friendly infrastructure will be developed along

main highways and other roads leading to tourism
destinations.

. Tourism heritages and tourism destinations will be made

accessible and tourist-friendly.

. Modern amusement transport infrastructure will be

developed for tourism development.

. Nepal being home to the ancient civilization, heritages

associated to peace and spirituality, knowledge and
philosophy, and religion will be identified and

developed.

. Tourism activities will be promoted in and around
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protected areas of the country.

4. To develop tourism as a | 1. Studies research and statistics will be commissioned
driver of the economy. The and managed for strategically increasing tourism
provincial and local levels benefits.

will coordinate with the | 2. All programmes related to the tourism economy within

private sector for | a mountain economy model will be taken forward
identification, effectively.

development, and | 3 Enterprises related to tourism will be encouraged to use
diversification of tourism renewable energy.

destinations. 4. Enterprises related to tourism will be encouraged to use

dimensions of a green economy.

5. Skilled human resources related to tourism will be
developed. For this, a deemed tourism university will be
established; the subject of tourism will be included in
educational curricula, and training will be conducted
against certain standards in collaboration with the

private sector.

5. To distribute benefits of this | 1. Use of local resources and products will be encouraged

sector to local level by in the development of tourism products.

connecting tourism outputs | 2. Collaboration with provincial, local, and community
to value chain. levels will be secured for sustainable and effective
management of the tourism sector. Furthermore, waste

and pollution will be controlled in this sector.

3. Community-based rural and home-stay tourism will be
expanded and the benefits of this sector will be taken
down to the community level. The development of
tourism destinations and homestay arrangements

reflecting local specialties will be carried out in
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collaboration with the local level.

. Himalayan trekking routes will be developed from

Taplejung to Darchula, and infrastructure, including

cable cars, will be developed in mountain areas.

5. Expected Results

In the final year of this plan, the arrival of foreign tourists will have reached 3.5

million. The average length of stay of foreign tourists will have increased to 15 days, with

average daily spending of USD 100 per person. An additional 382,000 direct jobs will have

been created during the Plan period, and the contribution of tourism in GDP will have

amounted to 10 per cent.
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Chapter 7: Social Sector

7.1 Population and Migration

1. Background

The Constitution of Nepal has placed the functional responsibility of demographic
management within the fold of federal, state, and local levels. The long—term Population
Perspective Plan (2010-2031), Action Plan of the International Conference on Population and
Development, SDGs, and National Population Policy, 2014 are being implemented in order to
increase the opportunity for a quality lifestyle of every citizen by contributing to the creation
of an equitable social, economic and cultural structure. The ‘unbundling report’ approved by
the Cabinet that has detailed the functions of the exclusive and concurrent powers of the three
levels of the government has enlisted family planning and population management as a shared
responsibility of the federal level and the provincial level whereas the functions of vital
registration or the act of registering personal events (birth, death, marriage, divorce, and
migration) have been included in the list of concurrent responsibilities of the federal,
provincial, and local levels. As a result of the national policy, programmes and planned
development, the annual population growth rate has remained 1.35 per cent (National Census,
2011), the total fertility rate of women of reproductive age stands at 2.3 per woman (Nepal
Demographic and Health Survey, 2016), the productive population which is a demographic
dividend stands at 57 per cent of the total population and productive human resource living
abroad is 7.3 per cent of the total population. In this context, population and migration is a
cross-cutting issue, and therefore, it is imperative that it is managed as the priority in all
public policies. Human resource is considered the driver of development as well as user,
producer, and consumer. On the one hand, the reproduction rate is going down, average life
expectancy is increasing and young human resource continues to leave the country, and on the
other hand, the population of senior citizens is increasing. Due to the high external and
internal migration, the inequality in demographic distribution is widening. Therefore, it is

deemed essential to manage population and migration as an inter-related issue for preventing
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the direct impact of unequal demographic distribution on economic production and

distribution.

2. Major Problems

Lack of internalization of demographic management policies and programmes by the
government, private sector, non-governmental sector, and civil society as well as lack of
coordination between them, inability to take forward the representative research works for the
formulation of evidence-based national policy, and the imbalance between population and
development due to poverty, illiteracy, geographical remoteness, unplanned settlement,
migration and emigration, and social malpractices are the major problems of this sector.
Additionally, lack of stable organizational structure, lack of establishment of demographic
management information system with extensive and disaggregated statistics, negative effect
on the production of the agricultural and non-agricultural sector due to internal and external
migration of productive human resource, negative effect on the demographic distribution of
the migration of people caused by the unbalanced distribution of development, climate change
and natural disasters, inability to organize and manage rapid urbanization, and inability to
carry out programmes while simultaneously addressing the issues of population management,

migration, emigration, and development are some of the major problems of this sector.

3. Challenges and Opportunities

Maintaining harmony and balance between demographic indicators and indicators of
economic and physical development while formulating national policies and programmes,
creating a favourable environment for utilizing productive human resource domestically
through employment, proper management of people migrating abroad and that of foreigners
settling here, managing rapidly increasing number of senior citizens, developing an integrated
settlement with basic facilities of health, education, employment, and water supply, managing
internal migration through balanced and proportionate development and building and
expanding demography-related information bank at the local level are the major challenges of
this sector.

Existence of long-term Population Perspective Plan, potential to achieve economic and
social development by utilizing demographic dividend provided by the high ratio of 15 to 59

year-old population in total population, majority of the citizens embracing the concept of a

222



small family with higher living standards, state prioritizing a balanced approach to the
management of population, migration and development, creation of a favourable environment
for the investment of remittance income and skill gained from foreign employment in the
areas of national priority, infrastructure development, construction of small towns in mountain
and hill region, creation of employment opportunities, universal agreement on the need for the
management of migration through integrated settlement development programmes, increasing
concern of international communities in population and migration management and the
opportunity to conduct population and migration-related programmes in federal, provincial,

and local levels are some of the opportunities available for this sector.
4. Vision, Goal, Objectives, Strategies, and Working Policies
4.1 Vision

Productive demographic resource.

4.2 Goal

To manage population and migration appropriately.

4.3 Objectives

1. To increase the average life expectancy of all citizens by making them healthy, strong,
and active.
2. To manage migration and urbanization and to utilize the demographic dividend.

3. To institutionalize demographic studies and research.

4.4  Strategies and Working Policies

Strategies Working Policies

1. To develop services 1. Services including safe sex and reproductive health will be
like safe sex and developed as a right and access to them will be increased by
reproductive health of enhancing quality.
adolescent and youth, | 2. Safe abortion, sex education, and reproductive health
family planning, safe services will be extended for mitigating birth incidents

motherhood, and safe involving adolescent mothers and early age pregnancy.
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abortion as rights-

based programmes.

Special programmes will be launched for promoting safe and
responsible character and behaviour among adolescents and
developing their life-skills.

The development of the required, appropriate, and accessible
educational environment for the adolescent and youth will be
emphasized for minimizing child marriage.

The capacity of adolescents and youth will be increased
through employment-oriented and life-skills focused

education.

2. To create knowledge
and skills-based
employment
opportunities for
utilizing the

demographic dividend.

. The demographic management will be carried out in a

coordinated manner by harmonizing the development

programmes and the population.

. An institutional mechanism will be developed in order to

carry out the demographic management functions at the

provincial and local levels as per the local needs.

. A partnership and collaboration with development partners,

government entities, non-government organizations, private
sector, and cooperative and community institutions will be

encouraged for demographic management.

. The demographic dividend will be utilized by making a

detailed action plan for human resource development.

. The skills, knowledge, capacity, culture, and resources

gained by human resources returning from foreign
employment and organized youth will be encouraged to be
invested in the productive sector through entrepreneurship,

self-employment, and vocational activities.

3. To reform the current
legal and institutional

provisions by following

. The participation of poor, marginalized, Dalit, women,

children, adolescents, disadvantaged, and people with

disabilities and senior citizens will be ensured in population
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the policy of
mainstreaming in
population and
development  through
the means of rights-
based gender equality

and inclusion.

and sustainable development-related programmes aligning it

with the tenets of gender equality and social inclusion.

. The concept of a well-organized family will be encouraged

while respecting the family norms and values traditionally

followed by Nepali society.

. A favourable environment will be created for using

experience, knowledge, capacity, and the skills of senior

citizens in the development of society and nation.

In the context of a gradually increasing population of the
senior citizens in Nepal, their social security and social
protection needs will be addressed by formulating

programmes that are accessible and friendly to them.

. Geriatric wards will be developed and extended in central

and provincial hospitals. Furthermore, day-care and
promotion programme will be operated in other hospitals and
health institutions as well for the easy access of senior
citizens through collaboration and coordination with social

organizations.

. A special programme will be operated and institutionalized

for the protection of marginalized and near-extinct ethnic
groups (Raute, Kusunda, Chepang, Rajbanshi, Chamar,
Mushar, Badi, Raji, etc.).

. All the apparatuses and programmes of the state will be made

friendly to people with disabilities.

Internal migration and
urbanization will be
made more
systematized through

the development of

. The human resource will be mapped out based on the needs

of the local levels and special programmes will be carried out
to prevent disruption in the economic, social, and cultural
development of the native residents and indigenous

communities due to internal migration.
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integrated settlements
in rural and remote

areas.

. The places with potential for urban development will be

identified in all seven provinces and those places will be
connected by transportation and information network, and
the people living in rural communities will be encouraged to
get connected to the network.

Employment opportunities as well as other opportunities will
be created in the rural, remote, and backward regions by
emphasizing proportional development of education, health,

and physical infrastructure.

. An integrated development package on population and

migration will be formulated and implemented.

. The demographic impact evaluation will be carried out

before the implementation of any development project.

. The immigration trends will be regulated based on the

immigration of foreign citizens and their number, and their

features.

. To enhance the quality
of the management of
demographic and
migration-related
statistics and make it
technology-friendly
and to organize the
demographic
information  through
studies, researches,
surveys, projection,

and analysis.

. The registration system of personal events such as birth,

marriage, migration, and death will be encouraged and made

legally mandatory.

. A system of examining the cause of death will be developed

and deaths and births occurring in health institutions will be
integrated with the electronic personal event registration

system.

. The data and statistics maintained at the local level will be

integrated into the national main network and a system for
updating the demographic information regularly and

communicating the information will be developed.

. While formulating development projects, the pre-feasibility

study system will be made transparent and scientific.
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5. The internal and external migration-related record and

statistics system will be made more systematic.

6. The demographic management will be institutionalized as an
integral part of the overall development process through
coordination and collaboration between population and
migration, development, and environment.

7. Provision will be made for a regulatory entity at the central
level for maintaining regularity, uniformity, and standard of
studies and researches conducted in various sectors of
population and development and utilizing their conclusions

in national policy-making and planning.

5. Expected Results

Human Development Index will have been increased to 0.624 from 0.579 and the
Citizen Satisfaction Index will have reached 5.1 from 4.7. Total fertility rate will have been
maintained at the replacement level of 2.1. The birth registration of children under five years
will have reached a hundred per cent from the current rate of 63 per cent. Up-to-date
demographic statistics will have been available through a demographic management

information system.

7.2 Education

1. Background

Education is the key to development. Furthermore, it also the key to a cultured and
respectable life and decent employment and entrepreneurship development. Education is also
regarded as an important medium for the sustainable peace and prosperity of the country
through an educated society. The Constitution of Nepal has guaranteed the right to education
as a fundamental right. The constitution has guaranteed the right to access to basic level of
education, compulsory and free education up to basic level and free education up to secondary
level. It has also guaranteed the right to free higher education for the disabled and

economically weaker citizens, right to get an education in mother language bye very Nepali
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community, and the right to open and operate schools and educational institutes for that
purpose, pursuant to the law. Furthermore, it has pursued a policy of making education
scientific, technical, vocational, empirical, and employment-oriented as well as service-
oriented by regulating and managing the private sector's investment and increasing investment

of state.

By the end of FY 2074/75 (2017/2018), the literacy rate for people above 15 years of
age had reached 58 per cent and youth literacy rate among 15 to 24 years age-group had
reached 92 per cent. The gross enrolment ratio in pre-primary education was 84.1 per cent and
the ratio of children enrolled in class 1 along with experience of pre-primary education was
66.3 per cent. The net enrolment rate of grades 1 to 5 has reached 97.2 per cent, the net
enrolment rate of grades 1 to 8 has reached 92.3 per cent and the net enrolment rate of
secondary level (class 9-12) has reached 46 per cent. School dropout rate remains 3.8 per cent
in class 1 to 5, 4.4 per cent in class 6 to 8, and 3.7 per cent in class 9 to 10. Similarly, the
Gender Equality Index in primary level and secondary level (11-12) are 1.0 and 1.02
respectively. The apparent enrolment rate in higher education stands at 12 per cent. This ratio
seems to have reached around 15 per cent after including students going abroad to study and
currently studying in foreign institutions. Around 5 hundred thousand youths enter the labour
market annually but around only one hundred fifty thousand of them have obtained technical
and vocational training. The age group of 10-24 years occupies the highest share of the
demographic composition. Therefore, this fact needs to be considered during the management
of education in the years to come. This plan aims to develop the overall education sector by

enhancing the leadership role of the state and the complementary role of the private sector.

2. Major Problems

Failure to ensure full access to quality education for all, inability to ensure access of
specially targeted groups of children to the educational opportunities failure to maintain the
continuity of enrolled students and achieve high learning outcomes as anticipated, inability to
manage area-wise and subject-wise teachers in all schools, and failure to develop technical
education as the mainstream of education major problems in the education sector.

Similarly, lack of enough resources for the implementation of the citizens’ right to

technical and vocational education and skills development as well as the right to education,

228



the state of not being able to focus on the production of human resource to support the
knowledge-based economy by making the university education research-based, low pass rate
at any designated level in the prescribed academic session, lack of availability of human
resource as per market demand, the produced human resource not getting employment as per
their qualifications, absence of reading culture and public library system for lifelong
education, failure to guarantee good governance in all levels of the education sector, lack of
proper management of educational institutions of public and private investment and the high

rates of brain drain are also the major problems of this sector.
3. Challenges and Opportunities

Enhancing attraction towards public education through universal access, development
of proper infrastructure, equitable access and assurance of quality, reconciling and
redistributing teacher-student ratio, enhancing educational good governance and
accountability, creating an attractive learning environment with the availability of physical
infrastructure in all types of schools, making teaching and learning process practical, child
friendly and technology-based, preparing entrepreneurial, critical thinking and innovative
citizens, enrolling all non-school going eligible children to schools, achieving expected
learning outcomes by reducing class dropout rate to zero, ensuring availability and
management of resources required for equitable access to physical infrastructure and technical
human resource for development of technical education and vocational training, making the
students graduating from all universities internationally competitive, realizing the new vision
of promoting knowledge- and technology-based economy by expanding high-level technical
education opportunities, enhancing good governance and accountability in education sector,
creating opportunities for qualified youth to work within the country, timely restructuring of
educational administration, mapping of educational institutions based on demographic
structure, internal and external migration trends, and utilizing the various opportunities
brought about by the development of information and communication technology are the
major challenges of this sector.

As regards the opportunities, the fact that education has been established by the
constitution as citizens’ fundamental right and the local governments have been mandated
with the responsibility of managing education from basic to secondary level, there is a high

prospect of reforming the sector by improving quality and enhancing participation and access.
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Likewise, increase in literacy rate, progress in net enrolment rate at the school level and also
improvement in gender equality index, increasingly inclusive participation in education,
increasing concern and public expectation regarding public schools, government policy to
increase employment by making technical education easily accessible in every local level and
promoting technical higher education, potential to increase investment in education through
mutual partnership between all the three levels of governments as per their concurrent
jurisdiction, possibility of improving educational service delivery by making the management
of education more effective through capacity enhancement of all the three levels of
government, prospects available to contribute to the development of the nation through the
creation of domestic employment opportunities by expanding technical education, growing
realization of the need for attracting youth resource who left the country in search of
employment opportunities back to the country, and the possibility of creating a favourable
environment for making Nepal a hub for higher education in various subjects through the

development of research-based education are other opportunities present in the sector.
4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

Development of human resources for socio-economic transformation.

4.2 Goal
To develop creative, skilled, competitive, productive, and innovative human resources
through quality education.

4.3 Objectives

1. To make basic education compulsory and free to all children along with the provision
of early childhood education and free access to secondary level education and to make

education high-quality, practical for real life, and technology-friendly.

2. To ensure expansion and quality of inclusive and equitable access in technical
education and vocational skills development.
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3. To develop a knowledge-based society and economy by making higher education

scientific, innovative, research-based, technology-friendly, and employment-oriented

through quality and access enhancement.

4. To ensure the opportunity of life-long education for all citizens.

5. To maintain good governance in educational administrative entities and educational

institutions of all levels as per the federal structure.

4.4  Strategies and Working Policies
Strategies Working Policies
1. Todevelop early Based on the concept of one early childhood development

childhood development
and education
programme as an integral
part of school education
and make it compulsory
for all children.

centre per school, such centres will be redistributed
through local levels and a cost partnership will be applied
between the three levels of government with the federal
government continuing the currently disbursing grants and
local

the provincial and governments also making

investments.

. The minimum educational qualification and training

period of teachers of early childhood development will be
reviewed and provision will be made for service delivery

by qualified teachers.

. Seating arrangements and sanitation of the early childhood

development classes will be effected as per the set
standards, and an attractive, entertaining, and children-
friendly classroom environment will be created along with
entertainment

playing materials, learning materials,

materials, and audio-visual materials.

To make all levels of
government competent
and accountable for

ensuring equitable access

The campaign of enrolling all the out-of-school children
will be continued in partnership with all levels of
government, political parties, local intellectuals, social

workers, government and non-government entities and the
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to school education as per
the standards of
compulsory and free

education.

local level governments will carry out a programme of
declaring their area "No Out-of-School Children Zone" by
enrolling every child.

. To ensure compulsory and free education for all, a

provision will be made for open and alternative education
to address the learning needs of the students from
vulnerable, minority, endangered, and marginalized
communities. Similarly, the provision will be made for
residential and special education based on the provision of
learning materials and the needs of the children living
with disabilities to identify and evaluate them and provide

them with educational opportunities.

. The incentives such as lunch for the children of basic level

and scholarship and health check-up and treatment at a
local health facility for children living with disabilities
and children from poor families will be provided to solve
the problem of class dropout and to retain students in the

school.

. The educational institutions damaged by all kinds of

disasters will be reconstructed and provided with
sufficient physical infrastructure along with making them
resilient to different kinds of disasters and disability-
friendly.

Residential facilities will be made available at the schools
in the remote and mountainous region, schools for
children with special needs, and model schools. Similarly,
schools with residential facilities will be operated based
on local needs targeting children from poor, marginalized,

and endangered communities.

232




Strategies

Working Policies

To fill the vacancy of different subject teachers in every
rural municipality and urban municipality, teachers will be
managed through alternative approaches such as lump
sum grant or recurring grants in coordination with the
federal, provincial, and local levels, until all the schools

have the minimum, required number of teachers.

The investment of the federal, provincial, and local levels
will be emphasized for the development of physical
infrastructure with technology in educational institutions.

The schools will be merged, transferred, and newly
established by mapping schools based on demographic

structure and geographical conditions.

3. To develop a quality
standard and
accreditation system in
school education to
maintain equal quality in

school.

A proper laboratory, library, and learning corner will be
managed in the school to encourage learning for reading
and reading for the learning process.

To make the teaching-learning activities more effective,
provisions will be made for a multiclass teaching system
in schools with few students. Similarly, provisions will be
made for proper curriculum, reference materials, resource
materials, practical/experimentation materials, and proper

classroom management for achieving this purpose.

A system will be established for the review of the
minimum educational qualifications of the teachers and
periodical qualification assessment. Similarly, teachers'
professional development programmes will be conducted
for the continuous professional development of the

teachers.

4. To ensure quality in all

levels of education

. The provincial and local levels will also conduct student

achievement tests periodically and a revised school
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through a curriculum
based on the
development of human
resources, infrastructure,
and technology, and life
skills.

improvement plan will be implemented based on the result

of the standardized test.

. The curriculum and books of school education will be

revised on a timely basis and an integrated curriculum will
be implemented for grades 1 to 3 of the basic level. The
capacity of the local levels will be enhanced to allow them
to develop their local curriculum and textbooks using their
mother tongue or local language or Nepali language as
required as per the standards prescribed by the federal

level.

. The interrelated knowledge and skills of preliminary

classes will be integrated to make the curriculum of the
school level (grade 1 -12) competency-based. Similarly,
civic education will be included in the school level

curriculum.

. Digital learning materials will be developed to assist the

teaching and learning process, especially for English,

Mathematics, Science, and technical subjects.

. To make science education practical and interesting, the

construction of science labs in secondary schools and the
construction of the science room in primary schools will
be emphasized. Similarly, public secondary schools that
have the appropriate infrastructure, human resource,
number of students, density as per the set standards, and
the potential for high levels of educational achievements
will be developed as model schools by running science

programmes up to grade 12.

. To attract excellent talents to the teaching profession, legal

provisions allowing direct entry for the students securing
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the highest marks in the university will be made.
Higher educational institutions will be established to
produce specialized human resources in technical subjects

including medicine and engineering.

To make provisions for
the effective regulation of
private schools and to
transform them into
service-oriented entities
from profitmaking

entities.

The local level will regulate the curriculum, physical
environment, teacher and staff, and financial management
of all schools including schools with private investment.

Necessary policy and legal provisions will be made for the
effectiveness of schools with private investment and such

educational institutions will be made service-oriented.

To expand technical and
vocational education and
training programmes
extensively to ensure
opportunity and access to
technical education and
vocational skills
development for youths
at the local levels.

A distribution grid will be prepared based on skills
mapping and standards and an industrial apprenticeship
programme will be conducted in coordination with the
public, cooperative and private sector to extend access and
opportunity in technical and vocational education and
skills development and to ensure employment through on
the job training.

A master plan for technical education and vocational skills
development will be approved and an integrated technical
and vocational education and skills development laws will
be formulated and an integrated fund will be constituted.
A technical school and vocational skills development
training centre with a skilled teacher and required
infrastructure will be established at every local level
gradually.

The necessary resource will be managed for secondary
schools that conduct both general and technical classes

through structural development and regulatory provisions.
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. A student financial support system will be implemented to

provide an equitable opportunity of technical and
vocational education and skills development for citizens
who fall under the multidimensional poverty line, who are
with multiple disadvantages, economically and socially
backward, and living with disabilities and deprived of the
opportunity of formal education.

Provisions will be made for mobile programmes on skKills
development and training to ensure prescribed quality in
education and  skills

technical and vocational

development.

. A system will be developed for providing career

counselling (profession or business) services from every

local level to fulfil the changing needs of skills.

. A technical stream education will be conducted in every

community school.

. To determine the

qualification of
education, training, skills,
and learning based on
mobility and permeability
of general education,
technical education and
vocational skills
development through
national qualifications
system by opening up all
processes and ways of

learning.

. A mechanism and programme of determining the

qualification of education, training, skills, and learning
will be developed based on mobility and permeability of
general education and technical and vocational education
and skills development.

Provisions will be made for providing a Skills Passport
mentioning skills and competency gained by the human
resource who obtained technical and vocational education

and skills development training.

. The curriculum, learning material, and trainers will be

prepared based on National Occupational Competency
Standard and legal provisions will be made for requiring

the skills development training providing institutions to
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obtain Quality Assurance and Accreditation based on the

National Occupational Competency Standard.

To make higher
education-providing
educational institutions
competitive and result-
oriented in order to
produce the high-level
technical human

resource.

Various programmes will be carried out in partnership
with the universities and campuses to produce the highly
skilled human resources required by the public
educational institutions providing technical education and
vocational training.

A national secondary school of science will be established
in each state with the investment of the federal
government and students will be admitted to such schools
through a national competition to make sure that talented
students are selected in the science subject and their

interest in science will continue.

In consideration of the need for people in remote areas
who lack access to higher education and require
alternative access, open and distance education systems
including Open University will be extended and
strengthened.

To restructure the
faculties of universities
and the educational
training-providing
institutions for the
production of skilled
human resources in the

teaching profession.

The University Grant Commission will be restructured as
Higher Education Commission in accordance with the
higher education policy and be made active for

reformation and development of higher education.

Technical subject areas such as agriculture and forestry,
ecology, science and technology, medical science,
Ayurveda, tourism, engineering, hydroelectricity,
renewable energy, industry, and trade will be affiliated
with higher education based on national priority and
practical and employment-oriented higher education will

be emphasized to create an environment for keeping the
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foreign-bound human resource within the country.

The curriculum and programme of higher education will
be aligned with national needs and encouraged to be made
research-oriented and innovative and quality accreditation
will be ensured for quality improvement through the
provision of credit transfer.

A pre-qualification examination system will be

implemented for human resources entering higher
education. Furthermore, human resources engaged in the
teaching profession in foreign universities will be

attracted to Nepali universities.

10.

To develop a results-
based financing system in
order to produce human
resources capable of
supporting a knowledge-
based economy and to

promote employment.

Graduate and post-graduate level students will be
mobilized as volunteers up to the local levels for practical

experience of the workplace.

A provision will be made for providing concessional loans
against degree certificates to students pursuing higher

education.

The concept of skills development bank will be

implemented to provide industrial apprenticeship

concessional loans for financial facilitation to the schools,
training-providing institutions, and students in order to
expand the industrial apprenticeship programme for
education and  skills

technical and vocational

development.

11.

To develop higher
education-providing
universities and
educational institutions as

technology-based

There will be an independent quality determination and
accreditation authority for determination and accreditation
of the quality of higher education and the quality
accreditation of higher education providers will be carried

out by developing an automatic system based on certain
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learning centres for
knowledge transfer and
development and make
the Quality Assurance
and Accreditation System

strong, powerful, and

standards.

. The grants and additional incentives provided to higher

education providers will be aligned with the quality

standards.

. A central data centre will be built to support studies and

researches with opportunities brought by information and

compulsory. communication technology in all sorts of educational
programmes and an e-library will be established and

operated.
12. To ensure lifelong . A National Qualifications System will be developed and

learning by connecting
learned knowledge and
skills with income-
generating programmes
through informal
education and alternative

learning.

procedures, processes, and mechanisms will be
strengthened for documenting, assessing and verifying
skills existing in the informal sector in order to open up all
sorts of approaches and paths to learning to ensure
informal, and additional

learning through formal,

channels.

. A public library system will be developed for the

development of reading culture and lifelong education,
and provisions will be made for expanding the library
with basic facilities and electronic-library services at the

local levels.

13.

To preserve and promote
traditional and local
knowledge, skills, and
technology and to utilize
modern technology
propounded by scientific
exploration and research

in the overall

Scientific exploration and research will be integrated into
higher education while promoting and preserving

traditional and local technologies. Furthermore,
innovative technologies will be included in the school and
university curriculum as appropriate in order to utilize
innovative technologies for the overall development

process of the country.

. The foreign students will also be attracted through the
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development process of

the country.

establishment and development of specialization-based
higher education institutions incorporating the original art
and culture of Nepal.

14.

To make all levels and
entities associated with
education, science, and
technology responsible
for prescribed
performance and
achievement by creating
a structural and legal
basis for maintaining
good governance,
transparency, and

accountability.

Separate principals will be arranged gradually for public
secondary schools and a managerial and leadership
capacity development programme will be conducted for

all the principals.

. The educational information management system will be

made more systematic, effective, and technology-based
and will be utilized in the formulation, implementation
and monitoring of plans at the federal, provincial, and
local levels by arranging delivery of information through
the online system from school and higher educational

institution.

. The time spent by the teacher in the classroom will be

linked to regular teaching-learning activities and their
performance will be linked to the grants provided to make
the teachers dedicated to their profession and
incentivizing programme will be carried out at the local

levels to improve the quality of education.

. The Acts and Rules relating to the education and science

and technology will be formulated and amended as per
necessity corresponding to the federal governance system
and provisions will be made for annual performance
assessment of operation and performance level of schools
to ensure accountability by making service delivery of

schools more effective.

. An Umbrella Act will be formulated for the operation and

regulation of primary, secondary, and higher education-
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related educational institutions.

5. Expected Results

By the end of the plan, the literacy rate for people above 15 years of age will have
been increased to 95 per cent from 58 per cent, youth literacy rate will have increased to 99
per cent from 92 per cent, net enrolment rate will have increased to 99 per cent from 93 per
cent in the primary level and to 65 per cent from 46 per cent in the secondary level (9-12).
The gross enrolment rate of higher education will have reached 22 per cent and the ratio of
the working-age population who have received training in the technical and vocational
sectors will have increased to 50 per cent from 31 per cent. The number of schools teaching
in mother language will have been increased by 20 per cent. The ratio of female teachers at
the primary level will be at least 50 per cent. Among the students receiving secondary
education, 30 per cent will have studied the technical stream and 15 per cent will have studied
the science subject. Student achievement tests will have been conducted in grades 5,8,10 and
12.

7.3 Health and Nutrition
1. Background

The Constitution of Nepal has the provision of the right to get free basic health services from
the state as a fundamental right of the citizens of Nepal. Considering the importance of
healthy and productive citizens in the nation's development, the state has an obligation to
ensure equitable access to quality and easily accessible health services by increasing
investment in this sector. In this context, as per the concept of a welfare state, it is necessary
to gradually transform the health sector from being a profit-oriented to service-oriented. As
per the list of exclusive and concurrent powers enumerated by the Constitution, the functions
of formulating health policy and standards, ensuring quality and monitoring, traditional
treatment services and infectious disease control have been assigned to the federal
government whereas the responsibility of health services have been assigned to the federal,
provincial and local levels. For its effective implementation, inter-ministry coordination and

collaboration is a must.
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As a result of various programmes implemented in the health service, the infant
mortality rate per thousand live births has decreased to 32, the neonatal mortality rate has
decreased to 21, the child mortality rate (under five years) has decreased to 39 and the
maternal mortality rate has decreased to 239 (per one hundred thousand live births) and total
fertility rate is 2.3 per woman. Similarly, the rate of stunting in children below five years has
decreased to 36 per cent. In this context, the national agenda is to achieve Sustainable
Development Goals in keeping with the international commitments Nepal has made time to
time, existing policy of the government as well as the major problems, challenges, and
opportunities of the health and nutrition sector. In order to make citizens healthy, there is a
need to increase investment in modern medicine as well as the medicines pertaining to
Ayurvedic, naturopathic and homeopathic treatment, and good governance and research in the
health sector. According to this Plan, the state has to play the lead role whereas the private
and cooperative sectors have to play complementary roles in bringing health services to the

doorsteps of the people.
2. Major Problems

Failure to maintain access to and uniformity of quality health services as per people's
expectations, failure to develop adequately the health service itself and the human resources
that are service-oriented and accountable to public health, lack of returns as per the
investments made in the health service, lack of required modern equipment and specialist
doctors at the government health institutions, the existence of infectious and non-infectious
diseases, malnutrition, accidental and disaster-related health problems, increased burden of
non-infectious diseases and mental health problems due to change in food habits and lifestyle
with the increasing pace of globalization, etc. are the major problems.

Other problems of this sector include lack of harmonization between the production of
health service-related human resource and their utilization, climate change, increasing food
insecurity, emergence of human health problems due to natural disaster, increasing anti-
microbial resistance to antibiotics due to lack of their proper use, the low pace of decreasing
maternal mortality rate, malnutrition in more than one-third children of below five years and
women of reproductive age group, private sector’s dominant presence even in community

health services, and lack of proper coordination and effective regulation, among others.
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3. Challenges and Opportunities

Establishing equitable access of citizens to all sectors of health, providing free and
quality basic health services available and accessible to everyone at the local levels, providing
health services prioritizing the most deprived and vulnerable citizens, reducing the high
personal expenditure in health care, determining the volume of financial sources and ensuring
their availability, managing the health institutions as per the federal structure, implementing
health insurance effectively, making health sector responsible towards human health by
gradually transforming profit-oriented health sector into a service-oriented one, balanced
management of skilled, competent and healthy human resources that carry a social
responsibility of providing health services, achieving self-reliance in drugs production,
resolving health problems relating to climate change and the people’s life styles created due to
increasing urbanization, effective management and regulation of drugs and drugs-related
materials, increasing the use of data in monitoring, assessment, review, policy formulation,
and decision process by properly addressing the demand of health information of all levels by
making health information system more systematic, integrated and technology-friendly,
developing a record system for keeping records of deaths and conducting regular research
thereof, maintaining good governance in overall health and nutrition sector by ensuring and
regulating the quality of health service are the major challenges of this sector.

Sharing of the powers relating to health services among federal, provincial and local
levels of the state as conferred by the constitution, implementation of health insurance
programme through policy and act, provincial and local level governments carrying out
programmes by increasing investment in health using their own resources, increasing
availability of new information technology, drugs, and equipment, continuously increasing
awareness and concern of citizens with development of infrastructure, expansion of health
network down to the community level as well as the existing policy and programme's focus
on making health service systematic and of high quality and all levels of government
prioritizing the use of statistics in policy formulation and decision process are the major

opportunities existing in this sector.
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4. Vision, Goal, Objectives, Strategies, and Working Policies

4.1 Vision

Healthy, productive, responsible, and happy citizens.

4.2 Goal

To ensure access to quality health services at the people's level by developing and

expanding a strong health system at all levels.

4.3 Objectives

1. To achieve balanced development and expansion of all sorts of health services at the

federal, provincial, and local levels.

2. To transform the profit-oriented health sector gradually into a service-oriented sector

by increasing government responsibilities and effective regulation for -easily

accessible and quality health service.

3. To promote a healthy lifestyle by making health service providers and service seekers

more responsible for increasing the citizens' access to health service through multi-

sectoral coordination and partnership.

4.4  Strategies and Working Policies

Strategies

Working Policies

1. To ensure access of
citizens in basic to
specialized and quality
health services including
preventive, promotional,
curative, restorative, and

palliative care.

1. A package and protocol will be prepared and implemented
for easy access of citizens in free basic health services.

2. Procedures will be formulated and implemented for the
development and expansion of modern technology
including telemedicine for delivering quality health
services in an easily accessible way by expanding access of
citizens of rural areas in health services and mobile health
services programmes in collaboration with the private and

the non-governmental sectors.

3. Rehabilitation centres will be established at all levels in
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collaboration with the private and the non-governmental
organizations by formulating procedures for partnership in
the health services and the community-based rehabilitation

and palliative services will be developed and expanded.

4. Timely vaccination services will be provided based on the
burden of disease and cost-effectiveness. The National
Immunization Fund will be strengthened to make the

immunization services sustainable.

5. Promotional programmes will be carried out for maintaining
good and cordial relationship among doctors/ health
professionals and patients through code of conduct and by

ensuring harmonious behaviour.

6. The required budget will be ensured for reforming the
quality of health services provided by health institutions at
all levels by effectively implementing Nepal Health
Infrastructure Development Standards and Minimum
Service Standards (MSS).

. To systematically
develop and expand
Ayurveda, natural
medicine, and other

medicines.

1. The required structure will be made for identification,
collection, conservation, and promotion of medicinal herbs,

minerals, and animal products available at local levels.

2. National Ayurveda, Yoga, Meditation, Pranayam,
psychological counselling, Panchakarma, and Natural
Medicine Service Centre will be established for the
promotion of health tourism by listing and systemizing
prevailing natural medicine, alternative, and other

medicinal methods and services.

. To address the health

necessity of citizens of

all age groups as per the

1. The overall development of mother and child, children and
adolescents, and family management services will be

reformed further and expanded as per the concept of the
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Life Course Approach
and to make additional
improvements and
expansion of overall
development of mother
and child, children and
adolescents, and family

management services.

life cycle.

. The health services will be made senior citizen-, gender-

and disability-friendly as per the Life Course Approach to
address the health needs of citizens of all age groups.
Provisions will be made for regular health check-ups for
the rapid detection of health risks of various age groups.
Provisions will be made for a free check-up for the
diseases increasingly prevalent among women such as
breast cancer and cervical cancer.

Special programmes including evidence-based midwife
education and services will be formulated and carried out

for reducing the maternal mortality rate.

. To develop and expand
hospitals and health
institutions at federal,
provincial, and local
levels and also to
generate multi-skilled
and competent human
resources capable of
bearing the social
responsibility based on
demographic
distribution and
geographical situation

and needs.

. At least one basic health service centre in every ward of the

local level, at least one primary hospital capable of
providing basic emergency operation and primary trauma
care in every local level, a secondary level hospital,
provincial hospital, and a highly specialized hospital under
each province and at least a highly specialized hospital and
academy of health science in every province under the

authority of federal level will be established and operated.

. The concept of "one doctor/health professional-one health

institution” will be implemented gradually in all
governmental health institutions as the doctor/health
professional working in the government health institutions
will work only in at one health institution and the extended
health services will be implemented with additional
facilities in governmental hospitals for effective
implementation of this concept and expansion of access to

the services.
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3. A master plan will be prepared and implemented for

determining number, type, place, and required health
human resource of the health institution by developing
modern techniques and certain standards.

Scholarships will be provided for various segments of
health service based on priority in keeping with the needs

of the country and available financial resources.

. To develop a sustainable
health financing system
by increasing national

investment in health.

. An Integrated National Health Financing Strategy will be

formulated and implemented including therein the subject
of enhancing equitable access of all to the health services,
reducing personal expenditure in the health services, and
mobilizing financial resources in health based on cost
efficiency.

Quality basic health services will be provided free of cost
at all local levels and other health services including free
and specialized health services will be provided through

equitable health insurance.

. To manage and regulate
the collaboration and
partnership among
governmental, private,
and non-governmental
sectors while ensuring
the leadership role of
government in health

services.

"One school-one health worker policy" will be
implemented in coordination with the education sector.

Human resources, structure, and scope of health-related
regulatory entities will be reformed and the umbrella
structure of related professional councils will be

developed and expanded.

. An Integrated Umbrella Act will be formulated for making

health science institutions more systematic and the
required structure will be developed and expanded.

Collaboration and coordination will be carried out with
health institutions of private, community, and non-

governmental sectors for the achievement of certain
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objectives through setting clear standards and procedures.

Medical good governance will be maintained including the
governmental, private, community, and cooperative
sectors and the price of health services will be regulated

using certain criteria.

Regulation and continuous monitoring will be carried out
for the proper management of wastage and medical waste
produced by hospitals and other health institutions and
laboratories by making the provincial and local levels

responsible for the task.

. To regulate and manage
new technology-based
health materials as well
as production, import,
storage, distribution, and
use of drugs and drug-

related materials.

Considering the drugs provided free of cost by the
Government of Nepal, the country will be made self-reliant

in drug production.

The production, storage, and distribution of drugs and
technology-based health materials will be made effective
by emphasizing the commercial farming of medicinal herbs
and the development and promotion of the drugs industry.

The regulatory entity will be enhanced and expanded for
making more effective the implementation of generic
prescription, determination of price and quality of drugs,
mitigation of antibiotic response, control of misuse of

antibiotics, and research of drugs.

. To adopt integrated
measures including
community health
system for controlling
infectious and non-
infectious diseases and

for public health disaster

An integrated entity will be established at the national level
for the study, research, surveillance, prevention, control,
care, eradication, and regulation of infectious and non-
infectious diseases and the programmes will be carried out
accordingly.

A long-term strategy will be prepared and implemented

through multi-sectoral coordination for implementing
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management
preparedness and

response.

prevention, control, and treatment system of non-infectious

and chronic diseases.

An action plan will be made and carried out for the
prevention and treatment programmes for hereditary
diseases like sickle cell anaemia and thalassemia based on
demographic research on the burden and distribution of the

diseases.

Access to mental health services will be expanded at all

levels.

The eye-, nose-, ear-, and throat-related health services will
be gradually developed and expanded to the federal,

provincial, and local levels.

Procedures will be formulated and implemented for a
prompt response to disasters and pandemics at the federal,
provincial, and local levels, integrated development of
ambulance services, and the 