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SSET HETT ST STHITSTH G ST HeTieh TTareier 3Teleh qem farier fasmmT umer aienier
TfrvTeshearenT YRt et T T Geohd 6w | ae, TQIT T T deet AT et faxdia
STRIHTERT FANT T T 1A S13aT, Frifaferes fufor 1af, weuess aF el a9 qgeht
TIHTEE T TS THEIAT hIAH T T TR HIgaTs AFeIen! T9aT fefg T iawh gsmT
& STTAYF | T EEFRET Ui ST T T T SeTer U g ST Taeatert
T STTfie T forefer STaeeITae T SicaTe 7T STTaweh & | TRFehT el aSeedT JuTel Tehiel
TQIT T T T&ATS i THI0T 7, TG T 7, ST sH137 T &ar fashme 1 s1reweh
T YUl HEANT U TS Frol&TE T o |

. IH-TLHRT fod TSI T XU AT ~UTeTeh! Hiqeehl IR uo SHITSTHRT
HTTGRIHT TSN T WURT & | TG TSI ATHT HeTieh THEGERT FawIiE T dadi™ gaams
STTEY U §aT HE SEwTiaehT T+ GHTET AT STRINT T3 T hHaTs 3od Hreifehar faT
JMEYIH G | STRANThT Tl aTeTIeh! HITSTCHER 6] T SHTh FeriurhT sl qra=T wgaehalel
SR e Q& = TATIT STRANTRT HieaTerd TATIET TR R T S8t ST & |

3. Toxfier WEfiTdmhT GoheT HTAT-aRIeRT ATHT T, TSI T TATT TEehT JHET T iwerd It HTT,
FHRTGRT, AUEUE T YA HI GIR T TETF S | T8 HHAT AU H{Te T 3=
TR fory SHarTo UenT StfaT T G, U T ST deehl gergs snfes srifatfr areeet
O/ T, ey wrerTeft O/ TR T ardste @it areredt U/ fram asjar o stavees
B | A U/ TomEE STT-3TTHT qeshT aedTiaehtel TTRA T4 fawe 7T qraf- usheadiert gheehiorer
TS TR HaQST qIT T TEehT AT WTTaTesh TeanT Ted TYHT g aHT8 3qeied T3]
TR §I |

¥, TR GfaeTer §9, F9T qoT T qesh! STRIhiehT e Safeerd T 31T HTel TRehiel
Y et s fareqeitertoT Hfaae qam T fiha aua TREheRT & | T8 gaTga Ui =g aent

s e




TSIEETE THIT qeehl STIRI &=kt Hiquar Tt SRS/ Hrishaee ST §1 e |
YT TS THUHT TSYFHAT Soieel Fedeh YTIhT AN ¢ SFeiehT el g hw fafriier
T AT TERT TEHT ST HAT hTRIShH / STRISHT TR & | I STaEIET STATHT
e e yawT qoT TR dEehT ATSHT TT Soie AT T 1] SYAT 7 JEIEHT HITEE
OO T AT S | TEHRT AT T TRRCT FEstehd el iHehT Halg T &l & |

() BTt TLhR TodTel TRt THfHe STTEISHT/ HRIhHEeTs Haeieh 3TfshR gefiehr
TR @ HE, AT T ST JEHT SIS%TS T AUTel Tehel shea ™ TXehIehl STRIhT
SShT SATAISHT/ FAHA | G0 geaEts @9 §=AT (Medium Term Expenditure
Framework ) SFTS GIeRT STTERHT STATHT e STeie TSjHTeh hTH 71T FeTH |

(@) TSI TEHT H AT AT SfaeehenT & T TEATENT T ST Ui & | T6 STSeITaT
T heg FhTST HodTeT TehT T, TSSTehT ST &T5TehT STTITSIHT/ FIIsh ZeATaX famars
SATFTTIHAT STTAR FTaar faehT ATRT TQST TRaRIAT SEaT=aRoT 7T U & | WS Tl
TQITehT WA UTeTe T SATwshdT &0 38 a9 A1tk fashm A T (Periodic development
plan) SFTST e afaerehT aeenT yesmehr fasm fmfurens fafaa artar s meg
TEE | FET STTateh ok Arsreht STt & STt avefe qeamaf @< SeET T atfie
FoIE TIHT T 3Yh G5 | AT 1T FaTT TRR TS GHIETS TR T S99 S |

(TT) Hiqe T TEHT T THehT Toie TYAThI JTHTAT TRl & | JHATS JAFTHT Fuata
SRS THehT AT I8 SRS Uedieh TR dget Uil aefter fahre st (Development
Plan) SFT3, T&JET oI auehl HEATET G HEAT SIS T IT TTET STATHY ATSHT el
TSI AT A IET G AT S | TEHT ATHT TUTe TLehRel T TEHT ST
T4 U RIfee TR fdehT ST/ HRIhH I8 TNhT HETHrHHT YT USTSH Tk T dgaT
Sfeuer fgfaemee gere wast g S | wwhT Sifafh, TR qEent STSHT &1 Tasie
aSiAT faraele SFTS TYehT STETCAT T T JUTTed! AT T+ HATavaeh SiaUush! & |

.  HUTeTeR! Fafetd ST SIS Helohoh! 3T T SAeh! Shea 1T oI HeTelaT e #iteriel G
T WSS | FRT TR T Hea T AT faeturT §9, yeer qur LA gl e T @ aud
TShIshd SIHT SIS U G- | TehT ATNT el qaohl ST T @eiehl ST SUTTEHT TohedT
TIATSH TR TSTedl T @ SHf1eh(uT Hehd G TR ShiT=aa T, Jagendl oidT Eraree faene
T T AT qur @ee ufdded 9Eid (Reporting System) T Aresmae ured g+ sae
THATST STTaws STaTa! |

%, VN QT ST q@eh! YRG! STTTeh qoIT farer qeameen! STHTemT ATST {0 T Hid el Taeh!
1 T EAT T STfeet g ST | JThT TATHT Fedeh YQIT T T dgehl STreieh qer fexfer faemomee
TfeT W =T (Format) a9TE foerures Hehet T Ta¥IF © | Ueh YT T TR dgeht
G AEIHAT (expenditure Asessment) T TSl TRITSAT (Revenue potentiality )

ufga T AU TR qd 9T 3 WUehlel I8 IR I Tegu- SRaUsh! & | Jeel
- ww& Q¥




for eaT=aToTT STt et fefasfir sTawHaT 1 T SHd 98anT IHS |

©. YIIT qUT T deenl TTTYieh qeT fam sqaeeaehT foasemT shiH T+ STHeTftheh! &THdT T T
TUTTEAT T TG AU oheg TRl HEsTohdichl TUHT ShTH U+ STaET MG |

T G5 | G STeTohehl TUHT {eh TUTeTeh! HEAATEATS STV STTS TGt T fetd, Jaiqaman
farfiar HefrdTenT HTEAHERT STehT STTTeleh, HTHTTSTh, TR aeh faehTdalTs STj--3 e SHIUX TS ¢
! ke & | |ishr @it U federTs Ter== AT HIST GeTdar STefaT hii-aRane hrRISHT da
T STfE g U6S | TSI Y AT GY~1d 1S { T FH0mT 8T8 Sie g7 9e® | giaa-ei
STATERT | AT =TT & et Ul B, SMTITHIEHT gole 3, Savdehdies ST S &,
AIq qree difad § 31 I3 HhHueheEre Jeied! © | a&r favm aftferfaare ggears S=m
HEIATeTTs Sqierd foehT® qUT STl Ioad™ fed T hedTureh! T&HT U forie Hefadmen! sftawd
TRT § | THRT AT ez T SATTHTTRcahT YfHehT faig T | ThNehT 3 degeel Ui
Fegeh! SANNTTEReE TR T GfaemgRT yea ifreieh agfed JanT 1 AR SR gt
YaTHETE TRT T ST Gemeeht Tfd faetsg wes | A 3 wefferdrent favareardt Ar=rar i 2r |




feuefia st aFsRET
T AUTHT ey faestt vl

qET FHL HEAT

. gt faasft s T fFuefa saTe aesRET

YereT I3k @THT (Foreign Direct Investment - FDI) T fguefiar eTY Geeqor T vael ot
BT, (Bilateral Investment Protection and Promotion Treaty - BIPPA) 3t §'§ [ELRRED
SR T T STt feere S | At TasremT JuTetent STaelT T STaHT, BTetar et fgusfer
TITHT EEYBIATE® QT ATHT TaTaer TeTeseht STRUT I STREHT SIEHIHT Tl T4 STHeR! TRTehT
& | Tagumae wagemT @ fufse #Et Tre e & | dmed fadsft geraT, stge ar #or
(Foreign Grant or Loan), fermreor (Remittance), e (Tourism), JefeTeh FTIREE 33T
fageft @ (Income from Trade) T 3BT g faaeft @Y (Foreign Direct Investment in
Industry Sector) ¥ 5q@ g | ot fafu=T IuIEeney Aol IUTIRThT HT-3ATH 0T T aTvee & |
T TG ST qgfegeht T faaeTare gegerar i rueers UM g weey fagsft
TRTHIhT HEcaels qlecil STATHERAT Tt HIe! STURAT ST T fageisur 4 STHeh! TR |

qavaT SEt Taaeft aeraT FaT §1 oA TR s Uee | T9 HerdT HaTe gaT ui
dt goIoheeh! oTTRIeR otaee fa wfafe AT €8 TTeenT STaeT © | fauwur STRMT WX Wt
Tpfetfmar TTTIderT qojeheh! HTHTISTR HTEHT 3t WUGhT UTSaH | HTATEE SITIdehT Jojshasc]
TIETHT TEhT TRTHT T e YaTeieTe Sooted e agfg athiet Titaehen! STt a1y 8y & |
SR Tt Hiedent faasft GaT THr &1, a€ JHehT ATiT TTRITHT TN, HABREHT BEI3T I
g | ATy Sfeafiad ae IuTIEETs Th TIHT TR qeTedeh STEae T &1 W auT fashresht
AT ST Gegehent 3TTTYieh Egfgert ATHT faQeTene SIS THuwe IUTHET g UceT deferh
T TV 39 T 3T & AT Al | STd: TSIkl THI €A GehuT Telel JSfereh T
Ry aw 3 Sf=d g7 wds | A, v faeelt aieTe afed wiser fereht @it 3 JerenT
Hifa, I, AT TUT 3UYTH AT B STATeReT g Ui STEweh g | WedeT Jefureh enTtehT
GrI-IHT The Organisation for Economic Co-operation and Development (OECD) T VTS
“FDI is generally know as Foreign Direct Investment for Development Maximizing the
Benefit and Minimizing the Cost of Economy. (OECD, 2002).” T&f A== T AT ivieh =
afEs |

gt e i e fagefy e g T, & T T et Sfie T TredmT i)
TS | e HEIHT AT U bl Tiaedeft &rar, s-ite TRt T fasivehT g T SR

- . <



JQTE ST HoaTe ah STTEAT  FUM JITHT HeT TTeT JSTRTeh THTHIRT STl qHisT |
IRT 3G TTNUGhT ATERITIRT T SR G0 I&  IM@=3 - “Country's accumulated FDI stock

is shown to depend on three sets of advantage, to indicate respectively the: why, where,
and how of the FDI process. These are the ownership or competitive advantages enjoyed
by firms over rivals; the location advantages that stand to reinforce those of ownership;
and the internalization advantages of operating productive assets within the firm rather

than selling or licensing them to foreign firm. (Corley, 1997).” JUTTHT ETAEEIRT ENERL]
Jafereh T Sharet g8 fafer Sok Wehl §, I o7 = & |

gereT Jefareh AT sl fafvre fepfament qeanenes g gumr faf=T sraifes weiedieeaTe
STRY g TT&, SToeT ST dafereh aHienr feurfa quise | camey frmfthes uwigsts ufaae
T T BT | T TR T Teger ST STHIET i < uiqrder g wusr at, fagsft e
T JET a7 wHeRT Her i wfasTder aeent sEmuent | fara afeer et 9t faeft ey
R ek < ot v | o SAeTs TR 3feeht T TG HURE SRR AT T=aed
ook YUGhT STt 3 UidaeaT TRUhT & | A, 3 Ufdaeer Sairrd THT 7efd=T wueh! Il
0T qiT ¥ Yfawra faesft et seent foasar e O xTeh! Yot Jefereh amient taeerm
fesor MRt & | T\ Ufqdeeh! AUTeT USTHT IooiE T ITIHR JafeTeh T SuTersht fewdt
[ SRS I G5 HTaRTd AT ol SHEwS | FUTeieh! STfd=Tenl HTehT FHIEALEhT Tah! HIR0T
AT GRESHT 5 o Efiehd gaT T AgaT Ul JuTeten! Jafersh arisr amdar § &t aftad-
SIS STTEAT § | I T Taaeft eTiehT ST STEHT eh! THT SETUHT S |

FENT TSTIRTeRT qestish STTET ETTer JUTeTHT Hiter g8 @ter & fageft et fufeent e |
3t TamTenRt STgET TR I R0%R /oo AT 21.¢ 37 &AT Taaefl T TwehmT creafEshT
IYEEHT SHHI: TGq TR I¥ 092/ 06 AT & FeT FHiT t¢ 8 F94T Tehl T TqUTET
TAATSTRTT [ehrT HEeRT SHIUTET ST 2% 3T FUATHT HITHA TRl ST & | Ty, SreelT fadee
TRTRIGERT el Il faaRit TTHTERT hRTel I9 aY Jcel Sef¥reh T dg Hehd JTaUaT & |
JTNT TamTenT qearehdT JUTeTT foaefl eTTHiehT T 1ol 3af HaT ook UM ATTYH
Y 063/ 0wy (fafd 00y IIg AET-AEET) THAT R T 23 3T T9ATHT TTQft TIHT TUhT
e | et femmeeT <o) ST FHite <3 376 T4 ARART AT T 2252 ST Hike
3% 376 &7 Tafat @Y et SfE=s | et SuTerET SRTHT T e T g gegeRaT wia T
= 3 R |

Doing Business Report T AUAT ST #ft aramareot

TS STEAT HohHT STUNTERETeRT JTATaRUT & Toh &4, Tt A3l arareor & fof &7 T sTauined
SHIGHT T T8 T 1 §38 farse wfaaaer e | fageft ermiehater gTT ST siwat uf
favar SrgRT Uk e weRTleTd g g3 farsie wfaaeT (Doing Business Report) 3T ST
TATET T ST AT TSI T HESI-EET ST T, SRoT S8 Tae] | el 220 SvTekehl &
fraftor (Ease of doing Business Ranking) TRUST 7 Ufddedel AUTals “e.¢ b USH

g e



T 209 3T TAFHT TG S (Ease of doing bussiness ranking, Nepal stands on 107 out of

190 with credit point 58.88) | fa¥a SHgRT & 02\ AT Y1 THUHT G5 fase Hfdeaer

faTaenT IEEEAT ¥h THTHIRT ATHT 22 FT v Yochet Teh! S | I8l T df 22 FaT

Herehes T faeh! dfered smedT I R ol |

= Starting a business: Procedures, time, cost and paid-in minimum capital to start a
limited liability company

= Dealing with construction permits: Procedures, time and cost to complete all
formalities to build a warehouse and the quality control and safety mechanisms in
the construction permitting system

= Getting electricity: Procedures, time and cost to get connected to the electrical
grid, the reliability of the electricity supply and the transparency of tariffs

= Registering property: Procedures, time and cost to transfer a property and the
quality of the land administration system

=  Getting credit: Movable collateral laws and credit information systems

= Protecting minority investors: Minority shareholders’ rights in related-party
transactions and in corporate governance

= Paying taxes: Payments, time and total tax rate for a firm to comply with all tax
regulations as well as post- filing processes

= Trading across borders: Time and cost to export the product of comparative
advantage and import auto parts

= Enforcing contracts: Time and cost to resolve a commercial dispute and the quality
of judicial processes

= Resolving insolvency: Time, cost, outcome and recovery rate for a commercial
insolvency and the strength of the legal framework for insolvency

= Labor market regulation: Flexibility in employment regulation and aspects of job
quality
A 9 gorchetel TFE JIhT T Bt ATATARUTRT TR GHIS | fa Hshatent SATETET
FAUNET SHTqHT EHT LT, gy T guUReEd ot e & orf tew wer St
forreenT T g7 Hisho |
3. T qeeT vt fuefim T aguefr aveiEn
Teh STeT UhaTeh! Q¥THT TehT STTTYeh TRTIHIehT GTETT T+ ATHT=Id: TRhIdT a1 TEvhaRy 7 TS |
AT SerT fagelt e RsaTsTeRT @it erTHT gReuT Ererll InbiaTehl 3T Heed Teehl
T | TS Tguefir AT |teor T garel graeft aneidT (Bilateral Investments Protection

and Promotion Agreements - BIPPA) aT @THT HT&0T T Y€ Traefl grbiar (IPPA -
Investments Protection and Promotion Agreements) aT TgT&ilr &t &T&ror FRBTAT (BIT

- W& QU



- Bilateral Investment Treaty ) St ety et et | aﬁa@q&ﬁ?ﬂﬁﬁm (MIGA
- Multilateral Investment Guarantee Agency) =aUTd TET &4 d © | GERV 3tfeerary
T eh! quTelier WUkt fgueflsr eTHT STeruT grpldres Hie woo ar & | Tguefta et
HRBIATeRT ST T JHHT TR TTTEHeee! IohHT ST AT TS He TedeT IQfeTeh cmHieh!
ST HEAT YT STTEIT ol U5 |

. T Trg @A el @ qeetun aesnidEe

STHTERTERT ~JTHUT Teeh! TTTHT LT ST THTHIT ¥ LIRS, TIHT Hefge T fharehattd
3TTE T ST T o TGS | AT TEAT IHHT HAH ST qAT SHATheeale TTT-eh! GEaIiT
U TEe-T SRIEedT a0 S & | 3Tld, STHTERTT STNfiTeh =T UsT-UsTeli= aTHTehT
HI-YHT TRDIATEE G TS T cIEehl STIITHAh! G- qud {0 TiuehT & | St geafment
TRATEATS FoRdR @I o7 TR ST S TRTHT =TS FaTSTHeRT ATl 3Ted=d Haeaqul
T | Ush QITeT USH3Tehi QTHT TNehT STk THHIRT GL&TT T Shdealrs Hiedreg T wries
HTETIGT: TIHT LaT SFhiaT i | ST THiehT Geall qord: 3T Femfa ar famr
S 8T, STEeT THTT1ehT HRe-eHT 39T g o g He STRTHT=T 3T et aifeerfaae wehaeht
SITohT SATITEhT FTETT 7T |

Teuafier ST TaIT T Hae et anpiar ST fawmer Teelt iR U TR e
g Tacsft aieRr o1 /U TS | AT SAfEeie T © FeT JIHT JEAT GRBIAT TR B |
AIEE BT (R T 2¢3), AT (Ro ARG 93¢, T (R AN 23%3), Hifwd (R SFd
23%R), THTeaUE (3 et R00R) T URA (2 TFIA R022) F (W : ITN TATH) |
e ITETETehT favaT STfeet YeATHT Teh! & | TIIShT TTRITTHT UsheydT TTRH, Teh 31h! S3TelTs
TTHT RIS 3T, TTHIehT FeTsht Teamifd fagd, waasft Amieratts fagu oxgshr giaement
T qor fageft gam et feat o fagq, I, oTafer fawea, g5 ar ot R feRfament
qrThSTeh TIEeRT SHIUTCT TRTIHIHT & JehTeh! &ffd WUHT Eaeiiets fagu ave afaqfd fag, faaefy
TTHIhdTee ot faare oot SFaife Teie STgaR fequr i STeaT Jen fasee T
g3 ST St TRTHT HCEIT qIT FeTei Hraieelt TrblaTe® T TS | JuTelel 37% qRRIT TRenT faor
T TEIeh! B, AL TRAHT 32 FEK 022 HT ! To0T sgardd HUh! & | WRael A91e
T <3 IR fooar nfedehent @ | TTHT 7 S9TerTs effaqfd fear 2u vuafs sifeer e
AR ¢ AT 020 IR we TR Tahueisr soaT faor (BIPPA) Zfiae 9 wa Aifew yatuent
T 9 STt 7% JIETTRT HEBIAThT THT 3Th HIhUT M 5 STTEITHT Weh! & | YRael &1
TS SR 1T Tl G foeqrehr @t fore (BIT) 7 warer @fed Geifat Heper Meh! STareerm
T | Gol (2017) |




Y. I InEew! fguefim o fawe

T T 232 % AT SAGHT Ufgar faoar arpar Ment forr s stfectary smftenr famr
TRBIAT TRl & | qy, aaT Jervwer dat faesfl ot it 3 & | fafw=r ot
AT &THdTel &1 ST TTHTehT LaTT 3T% ST & g X, 37T Gl ThTHICTS ST ST
ST AT UG THUGET 8@ A AT STEEHAT YT fawTee wRael e afees | faaett
TATHIGhT EFSEMT T T THIeRT ST g faag (State and Investor Dispute Settlement
Mechanism) &1 fawer s1fet Ufaatr g4 & | fat fawem fomi d=iq TuhT STaemT wider
e it ST e enmHieRal (SHAHT eaTge grafest W fa i) & & 08 AT afayfd
greeft Teh TeT ENehT T 17T I%q Ot Srareermar exfayfet fag went st exfafd femment faat ateriq
“foe” AISTHT WRA ST WSTehl a5 | JET TRAeT faaeil TTHIehT Tre-omT ¥ faarg Hushr
QUSHT Te¥Th =TT JUTTe! STFHR EQSft STRTCIqHT < HTe @ISty e T uier au s quTer
THTERT GUSHT ATH TR ~ATATTIHT JEMT STH 1578 = TEdTd T @loiehl S1a-s |

et TTeY, FEBIATT 31t Hifarer T (Most Favored Nations - MFN) T gfareiT T3+ e
TTRUERT § | T Hadats MFN T e fawent forT | &t sareeimehT geuRinT M 3T ferament
EATEE JENTEES FHAdeh! MFN 3T TTEATATS TR SHTIT STl STSTACTHT T 8Tl T shaidehl
giaen TRfaeT 2R TNl Usd W+t STeT Yuuhs wRaer R afaqfd fag o= | ad
STV THeht GTHeS, YIRA <3 T favaTelTs Thaefi ST 3w 148 | HIdeT Tshughi ST
TR TereaTent 31T T kel Tamferd el afed fareen ATaeTe 17T JYTEadiTT TRbIdT 7T+ Gieieh!
FTEITETE FTHIT 9T e e el 3 |

% AT I {0 aEET

et faraefy ermHT s faoar ameer 11 9t T e fag St g | Tafv=T gegeeedm
faoqr AT AT i @, AT Seote g Ui & | Y GgehdT favar g T AT @ uger
AT G w8 | favamene faest aishdteeaTs S AT SAvERd U AT i |
qThy, TEETE SFqUied SHTaHT gTHivid favaTaehT TaTaRer goiT T shel HTEMT qedi fie
HeRIehT AT UhRYhTeh! TSHIShe T §THeR | Aafereh eI RI=IT3ehT ST ST arTHienT
FTATEROT GoT U | fguaftr arnidreter et gemeren! Temfaae fams | yorer faaeft
T PafseRT Tt Sfreifier gemer aTeeh oT% SR faweedT gum g Sl §5 | i g
Torgeft e fafse oS geord: o STt oTiier STareT T eTfieh HiamTewsh! SATeraT 2
TS | el e ScATETHT Wgigen! Serayl T faaefl gt wiafaent 3== stawer &M < el
T g 9 yegey Taeett @Y T 81 | The determinants of FDI can be grouped under

economic conditions and host country policies. The size of GDP and rate of growth of
GDP are important for attracting higher inflows of FDI. Thus government should focus
on maintaining higher FOREX reserves and accelerating rate of growth for attracting

higher FDI inflow. (Narayen, 014). ¥t fas[g Tfeier &t aeeh 1=1 U&Te® i GelohdT oY
it STATERuTRT AT 3feh ER & | o favage FeTgar sega TREeT S -
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%.9 JUNTHRT TS T AT ATEIAH ARERT JUASLAT

FAU TN TATIHTRT TATNT TATAT STTHRT STEATIHRAT TS | Fedr ST AT T Tohet 3T fetsmmr
AT T e | AT fHenT SFeaered faT ufdfer sifeet g4 | Stfeat a9 oo o, o
MTehT ST UTaeTd Sers T Tfed Fifden! RuT AHe SEreTd, i T IR AT d1st
wfaeTd ST 3ueTedr & | 8 ifaehT HHUT JTUNTRT ATHT FHETTRT ST HEst T g STTEAT & |
I T SIET TRed ST THRaTTe STRITSHIGEh! SHAT S&sTeh! ST 3UaTed g TaeeT
T T O, UrATHehdTITed TN qUT 31 I NTeeeh! Tae™ U & | fasft sifas @fie me sz
HoeTe T a8 AT 371fieh T amTieTes TmeTee o | Iy, ST e U, 003 o
JTNTHT SATHT STTTRT EEa=aT FAT T ThRA JLTNThT ATHT STevTeh U= SHTTehT ATHT TS 1ehToT
TTife SETT TR B | O, TGRT TSR HRTIT O §T Fehehl &7 | ST qrareft a9
TerlawenT STCGATT STTEATRT TTET AUTAHT TN FodTea T =Te- faeeil ST aT Tt TRt
AT JUNTETRA ST TFaT-EfT THEAT Soeied FTHT HIT] TRl & | FTerdrel STRT Weh! fasiy & o,
003 T fmmEe, R0y of TSTHT TATIHT g IJTNTRT GHAT UTel TR fesTdT ST 3ueTeer
TR UfdeIgdT sk TReT & | aX, JHehT AT Ui 3t Il o Ufaerd fia mgus, 7 feh
AUt St | St fagsft e difesh fafsarg v amedT afeent &1 o, JeieRT @ttt
ST IUANT EFa-eft STEITATs TRIaTgeeh forsg Ie |

%.] JUNTHT SRl IJTURTRT FATEAT

efreh ST Rer=TaienT @it 2reifent stk T fiTeh GTa-es Ui T3eT Y@ STarieeh! &9HT T&eh!
TR GHTN BAUHT & | Afehgeen! *[Eaw ST T giaamhr giafedar g3 o fawemr faufa
T AT FHehT ATHHT TSHITT 9 §F ga | Tamiw aifefer &= UH, j003 &I T ¥R AT 3T
T IATEATS Ufdehel 36X U4 T a5, §SaTel, HATRIeH TR STNTEATS HAdiT g T2 Turs-
ST TET el gaary Hfireh rerel TreTehT rer-emT STaied SHTaHT HehiicHe S 7T
QifSTuenT &, I AT AT YT S | O, STETeh SIaeT U, 093 [T Ui 1 TRehT THIHT
qriCenfiver TuTE T ST TRUHT 3, | A} SHeTEAT UTeA-TehT TFe-2THT AT Iohd eeelTs SATIered

qHa% & fad STl @ |
%.3 sfrnfire qameas

STRITHTER RITE GaReh! ST faasflt amichdiatel 2RI TIHT 3313 TRT T & TRaT
3 | 99 fa9=es Doing Bussines Report AT T8 TILEIHT 3eoid Teh! U5 | 3TN &dt T
Facha ¥ g7 uNTafe ke, gdt T UNITed T {ehTee s aH-eR TEaT U3 ShiTSid faf=
TeRTIEHT Y2 TS THRIST U STaw, U TeRrer Efiehd MRl faaeft enTiehT R AuTer
TATS SATHT 31kt THehTaIeT QT Sehwireiehl AT 9 q9 @i far sraeem anfe e vaeee
STENTITeh UTEHT TRt & | I Trei-emT Tiusht et gefferrene uf 317 gefehel BTHIATS sl
gievEme & TRehT WS WL ThT Tfh=s | “The Government of Nepal (GON) officially

welcomes foreign direct investment (FDI). In practice, however, American and other

r A



foreign companies say that corruption, bureaucracy, and a weak regulatory environment
make investing in Nepal very difficult. While official laws are generally welcoming to

foreign investors, the investment climate remains challenging. (U.S., 2016).” I so&a1ee
HUTENTRT SATHT JTNT AT T 3T Graleg, HehTare HTaeTd, it T STemmTd G RT ATHREhT
T B | T, Wl ST=T & TaHT & | Jerf, STnfieh geme-ar gur genr yoe fagsft
T ETEaTT TTgeTer |1TE 8IS | o, A= SITTAHT JUTereh! STRAT HhHIcH T3 FaTe
€31 U T ST TR 7 Afeh WTehlel TFeTg, TeTer, favmT T aliehRaTalee Uideg Ut
AR U STTEAT B |

<. ¥ fadelt sl &=t fsfiem T earia anfeemee

aTerT Seey fagsft e PafSgAT SRR T O STdTeRuTeTs WIS AT SETe S |
@, freft e e fagsft ermet st 9o TerusRr favetoor T Skt g STet ® | JutermT fagsft
TTHT QAT 7T TTTEHT TRIHRATATEERTTohT SABAHT TUTTehT TSfT &siel STl SHIUhT TR
ISTEUTEE BTG & | AT fawer Yuretent ST AT AT 813 | 7 9TEEAT Ui I&dT favree

UITET STRTETRTT WU 9159 | Multinationals sometimes influence the host country
in implementing policies that are favorable to them but which are unfavorable to the
local communities. This is also considered to constitute a cost of FDI. Governments are
therefore encouraged to implement policies that make the country attractive for foreign
direct investment whilst ensuring that the interests of the locals are also served through
corporate social responsibility measures and proposals which are offered by multinational

companies (Ojo, 016). T&ft, 74 fawrets s1=rT Afets A= T fag ude T 3T guren m
afer fawer uf & | @€ iy o fawereht Tord te TgfhaT TRTuER T HiqehreRT STaeTe arte
TegeruT Hest fageft Y fafser ardraor fastar 1 ST s HermEd T 18 |

%Y AR FT ARh TEREAT TG T AEIF ATTIET

fagraa: I oM ferameharageent avmE sTTife fawmT o g7 | 7R oTfieh deaenl gomma
Y TTHRT SATHT Tt T HTHTISIh deeTe HHTIT @IS Ue o STTRieh Teteht fawarets e
gheshrumEe 3 &l quTe ufeensg Ue | Sefireh TR TET IS FHTRAT ol JefeheiT
TR ST Gfcheh! TEPIAT T THUshT Faser afvT ETeremsy WHEReHT 337 T8 | JuTeiel STetar 4d
(233% W 23), ATSAUE (2%¢ Bl R), off TR (233% JATE <), TINEH (2% A
3), 3Afiear (Rooo feBTaR g ), UTfehEd (Ro0g SHERT W), = (002 T 2¥), gfegur shifET
(Ro0g FFIE 1), HAR (001 AT 24) T YR (oo T ) T GIET ST
AERT T Gith TRpT TTESd § | %, HTHET (Roow AU 2) Limited Multilateral

Agreement on Avoidance of Double Taxation and Mutual Administrative Assistance in
Tax Matters =t I TFaeft TRbBAT Mep! & (ATAF, ow3) | I0 e, fgwefrr @t Gzeor
afrenfTer stfger Trafdes aTfier HTeuT T TRAehT TRIehT, STHT 9T sitfgeh Trafe STeor 1
TR HIHT T BTN SHET I8 TEeh! STEdT ATt STaaeeet fagsfit et fafse ar afafse

- {wea G




= TorRIetTs Trearer gaiTe O |
9. Teger faaeft TRt EWTERT T T RS

ITCTHT TSTHITdeR HhHOT ST ARG ST Tfgen! AN Ui TS deh! © | THHT 376
sifq ufy g e agfgat fasmaw swmfe et &, e S gemar a1 Jefere e
& fob wle yarela, S ferdr T faaeft weorer enmt fafsr stawermare 3 i sewr uEs |
ITETHT AT dHae HTEHTEE TR S | SOTHTAT T Eeh! o1 WL faf STt wrepfaen wieant
AT fava® ufeg © | TEETS SSTIhIUT T+ TaTeTCaT JRTE ST TTTed T AT shTeiehT GATHT AT
AT TTer T faaeft aTieTe T3 Afshes | e, THTCTHT Sq T Teh ST Ui TTed STaT
T T AT JERT ATHT T TAITRISThT STNTHRT B3 U | T eIt Telel S Ta-Teeme
HART AT T &l WeaT et Yeret Taaeft emet R 3 sushler S1areht femmT Jurershr gom
S TG 1= g TaS | TITTHT TSR SHT 715 IAT I TATIAT T FoATe THRT ATHT
YSTienT STUTE WTeRT §TeT TS T SATARERT ST 4T HeTeT JaTeTeh eRTHISTE ST g 3eTT SENTee
T g7 S | TSl T SISt HHTSHAT ST TR SIS T@TUshT faaft aTiehT et geim
STATTIRT T, WIHET AT Faiee T 3177 SeTeteh! STTEITATS T IR ot arseenT
a1 ui werer faeeft e R deh ST aHanT 3 JuTetenT 3Tt gfaad s fes |

BT Tt faasft ST STTUehT STaTT ATSIHa! & | §HT AT Saar T ofiamenl arh fagsft
STRATE TG Tehoh! & | AT g Taferar af SuTerT cams W=t ewor seenT faaeft ermient e
T & | AT Ny e shia wfasrd feegd & sia TTHT Ut ST ® d, JERT AfnT
aearten fe feprree uft g Tk I aromet stewr & | Il Jurerer faasft @Y der wfafr
TEATOT U f9.9. R0%< @ & Amushy wu i foaesfl et o somr seT afshant
TG | AT STTEITT ol YU AR TS | Ff Ty Taaeft enmriierat Jurer 3T1s fa=) 1=
T AT TS W=7 9 SR G U T 36eT Wiy 0 ST=ATerdT, uTershl Tstifaeh T
AT IRETTETE U3 He UdTST, USTHiAe JaaTe U3 Te -8, ST 9Ted T+ g o
FHieTs, fsheh! fTaweremTs THidieReT T STiels ggAT M are ugfy, faeeft gar eams T
ST ShHAT g O SR eh STieaidl TG TaueeaTs AT ST TAT &7 T3 W AT
faereesh! Stad auTE @ise TUTERT THIT STATERUT T Bt 918 aIet =T aiet Uerey faasft
TATHT =TT GegeratTs STTTie ayfgent faumaw Swmfe Sersg  STTeieh! THeh! I & |
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AUTTAT q¥IT JETRTUT T
HL DAl el AT JAE

TH FHR TS
T T 3T, I HETAT AT

. IR qar afi=m

T MEIRT T & U foiie SO0 & | AT U6 T ST aiehTare. TSt TehT
3G 9 (Dirty Money) TS I[& &FHT TN T+ ielTs § rafd ST 9= | faxir
FRATET FEAN JHATS - “Money Laundering is the processing of criminal proceeds
to disguise their illegal origion in order to legitimize the ill-gotten gains of crime.” T

gt RepT U | e, TR #T SrieTe sl SrafaeTs i AIqeTe SIS HUshT
J@TI TRl ARl HI T 3 GRS, Tehid T8 8T d6c, HRIAR Sod 3TTq Jrgu
e gt ST FrTT HET S U6e |

IRl AT "rafd &R (Money Laundering) =T fehfament STaarerehl &qem of@T
At favamT FNET R0 FI GIRTE  TH FrarwT e ded T fanet g% % el UEs | O
Teh! HTfeeh TATHETE qratd ETh0T THaRuT 7T T I8t ATiT ST=iied TeanT Sers- auT
TR TG T Ieel SR Tl T (G-7) T Heorehl HYh TATHETE & 2<%
T AR ST-aTEeh it He - faefer sraret shrieet (Financial Action Task Force - FATF)
T ST TIPS AT AT Ty feor ud et i e sreifesreaT & sty
FIUT & VU S | foiisr HRATE FRITeel TFaTd JEThoT T STaehaTal FharehaTaT faxter
@ (Anti Money Laundering -AML/Countering Finanacing of Terrorism-CFT) @it
forzasardt aTUeveEE (Recommandations) T&tor 7 sefert 2Afafh 3t ATIEUSEE UTeT WU
TNUT HoATohT THA T T4 | hT=Heh! IREHT YT Wbl FATF WT Ha& 318% aTeeh ThaaT
PRI R g (Asia Pacific Group on Money Laundering- APG) @TR—IdehT &7 GraTee
T AT B | TUTET AU HGET Weh! AT &1 Sl Tri J[EIeRT FHaTUTehT T2l Het
e Toe WHa HaTe Taehtd qum FaATen! STEHIEH T+ h1d Tkt a1 Aifq fmfomr gganT
T T qREIER Jodteh (Mutual Evaluation) 3T ST Ui Hef & 68 |

TR STERTT (AT T3veits) THamoT U, R0y @I Trafd JREHRT (Ft Asvs i) famor
fremmeeft, Ro%s N wuufs JurermT it qrafa S[EERT qUT STdeRaTal TRt faer
TTHT Trer-ef SIS ShTd: Tareie STIRTerehT T T80T TRT TEAT il Ueherrd, frre=roT, famor,
IIHHH, AN T U ST T AT, AT T HEITTA SHGET T Hihwan! & |

e e



T fafier STaresRT FawT aitferd avata SrEieRT Tramelt fpamehand =T ug famor w o
T STTSTRT ATATEROT FSHT T i ek = FAYUT 91T S | THeRT ATHT T Fre=eft HTTRT
AT SATEIET THhT TaSEeenT TSTehT 8 TTee fae TIH} T8anT T T 43¢ a3
i Sl B |

3. Wi YEHTURR =TT

TGN farciier STIRTEeRT TqHT TeTeT TFaf [EIohoT FFawell 1 Yeid: SeTahT uMEe T TS :

() THH T (Placement) : TFITd YERUThT HRFRTe =0T G¥afd S[ETeh0TRdlel 1T
THATS Y AT ST e mfafafemr & e R & & ATy SR &
sfoh /faeiter SeeT, FEeRTy &sT ST/ TRTHT T 6 |

(@) TEHLOT T (Layering) : TFIT YEIHIUThT QT3 SXUTHT TR S[EIohUTRAleT STE TSR
It FFIEHT 9T g TET3H TATH T6S | I SHUHT I8l Il TFITaeTs ThUTe 3TehiHT ST 1d
¢ @it et grafe fasht faar T g @lie T, S qur faxfer gemT st et e
JATh=IeRT TTHHT S[ThHT 7T STEdT 1 T TR0 T 76 |

() THFIUT T (Integration) : HFITT TEIFHLUTEhT AT FIHT FFITT JHIRITRTCT I ST ThH
T TP I FPITehT SYHT EUT-RUT TNT JeTi=eh Ue Seiieh &M YaTe Y §7: Tehishd T6s |
I FIOTHT Y RUTeRdTeT WY ST, ST, a8 T 3T 3Tl TrIieaT T T4 16 |

HHIT Y[EThUTeRT TUTETS T ITeet 3T T TS

OVERVIEW OF MONEY LAUNDERING

PLACEMENT LAYERING INTEGRATION INTEGRATION
JUSTIFICATION INVESTMENT
[ sousces GOAL GOAL GOAL GOAL
OF DEPOSIT CRIMINAL CONCEAL THE CREATE AN APPARENT USE CRIMINAL
INCOME PROCEEDS INTO CamuNAL ORICIN LEGAL ORICIN FOR PROCEEDS FOR
% FINANCIAL SYSTEM OF PROCEEDS CRIMINAL PROCEEDS PERSONAL BENEFIT
S B» o» » @
* FRAUD -
« EMBEZILEMENT
F— * CHANGE OF CURRENCY *WIRE TRANSFERS * CREATING FICTITIOUS *LIQUIDITY - CASH AT HAND
«TMEFT CHANGE OF NS S IN CASH mm‘m‘ CAINS, DEEDS. * CONSUMPTION
« pEmERY * TRANSPORTATION OF CASH  +CASH DEPOSITS IN OTHER CONTRACTS. FENANCIAL * INVESTMENTS
* CORRUPTION « CASH DEPOSITS e FUATEMENTS
S — SPUT AND MERGE
BANK ACCOUNTS OF ASSETS

Source: Money Laundering Awareness Handbook for Tax Examiners and Tax Auditors, OECD 2009
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3 R AR TFg FURER T G TG

Tt ERUT STHAT JoT FYL TS TFIg YL (Predicate Offence) T Tg-HgTehl &IHT
T ST & | TR e (AT Aeve i) Farur U, R0y of STE=T Sfeatfad FHgtes
“Frg YL WA TIATIT T | T W YL EFT ETeRUThT S ST &TSEe g |
3Teht STSGHT W=aT ST a7 X LT hrel 7Y SIS SIS BT T T SIS qeafaeh!
A T 3caT RIS, TFITaen! Toed T Tehid Sde- ST Taf=T SaT T qeRTae 3Te JFafd oe
IS T ST qT TATE TR Y[ eRT0T Tra-iT el HUGhT §aT STIU T STIUES= i qer
TEETE SANSTIA T T It T AT STRAATS b1, FaTaH, Toams i wrqut mfafafe awafd
STETRIUTRT TEITST &7 & |

&1 UTohT ST Ioehe TTHUEh! HF1G, FETeeeh! Yol T i arad- () Tl (W, STRIeHh
AT T Fied) Trerell, (W) T (HeeT T I THd ) FFawell, STIUe ud JHIEET & | JHHNT,
T JRTSTRT ST Hoor TGl W, STTRT, 3w I[oeh TRTIIRT SHTehT URTRA T ST Tore
favmT, sTgRe FRIGR Trrelt gfqaeT s 7, dehr faveror 1 T faversuehy feRy yarg T
ToTraTy et foitar STHehY SohTS T TFd T [EIoh0T STt hgen! STTEr T AT T
TeRrr Tt ST STIERT T forer FemT YaTe g STawe , T ol Ui § | 37d: Tel
TS G STTUhT FTEeaTTs ST T U3eT FeT sieh = AT Y Trativerd THehmiet T Smfa
AT STIEITTHT TGURINT 7T &FFaT feden! SHRTheRT faehter T Sredl SRaTehl & |

¥, aFafd FEEHTOT T aour FT el gafiq A

qrad JTEIRT (T ARUSE) HamuT U, 0%y ST U, RoUc

I &, 200 7o Afafg X T, R04R
ek AT §ETEdT U, Roso F:J[E WA, 04

grfed T femoT U, 000 AR fmTaet, R04’

FYLST FFIT TAT AT (JFRT FHEI0T T SThRd) U, Rovo | Gt ARG e fmmaett, ous
Gri YLEIhT (FHT ARUES{S) THemoT HIHTaedl, j08s 3= Y[ooh AT, R04%

T ETeRT THaReT (gfeehd S, H9E aT Sa-eh! @i | HiG U, R03¢
a1 IV UehT) FEmTEet, 000

TR ST Ge&dr FHEHTEe!, Rovo HieU {aHgs, 033
o JRERT @ ATdharar ThaTeheraT faeiar AT | AretarETedt STTRie U
Framor e aer R AT (RoTe—R013)

qrfd EERLUT aUT SATdekaral ThareharradT facdia armHt
Tamr gt strifed aTaeve ue faxier wRaTer wricreRT
fawTitgE® (The FATF Recommendations)

A <



Y FFafd FERTOT faTuT aur FT TRTEEERT AR HEdAw et

Tty gwveT afafa qTafE Trred fawmr

FRIT-a afafa 3T QAT HRTAT

qrafa ERToT e T AT TSI FHATATEE

Iratafae FLETAT Tl FAAIEE

o A IudiAfd TTSTEe STgET feremT

o guitayor Iuwtafa

o ITINET TGART JudHla T ahIehT SHaTer

o yridfeh Iuwinid o TSToaTT AThRT afsherehl HMITT
o fauIy el aferet FrIferT
faeI s1aTera

&5 TG AR {7alg e AT o |

%. T YEIRTOT Jqaea™ fawmr T srafvw Torea faww o a=mn st saedn
qrafa T gEuH favmr T stafer T favmTer TEdta SREieReT @I STTdeRaTdT
TpamereromT faxfier eHY fremor e R Bl Tt @it Ir-one N EEET T
SHHHAT SFT YETRT0T T SATdRATET SRATRATIHT T ST T o St Srel=eil JTed Gt
GG T+ Tre-emT g ey forer Jgrr sifsny 1 e i Ui ambariy (MOU) wis
P@Tﬁ@:

o T YETHT TAT TGRSl THATRATIHT il T T T Beft Trarell STE=a T
TITERRT TG T HEhd 716 Jferd shfen! GRS & STeaveshdigar T STTouT
AT SAEHYRH T,

o I [ETHT TAT HTGHATET THATHATIAT Tt T T T SAThT SIGHeHT &Tee
ufecaTs Akl FATUTeRT ATRT Hh AT ST STl FIHT STEH STSEITI T,

o ITT-ITTHI &TTIRTERT TTIEE FEH FTHT STTHHH T ST=NUT TRT STATIRATIAR {5k
HATEFYEH T,

®  HEIT Y IhLUT TAT FHTqhATa! TRATheATHT fari e AT eI Tef 3T it =0T Ereleit
FRIAT G SHIThaeeh! &ar fashre i |

qrf TR TFTE hgT ST B Trarwe o THd GHTeNT WUkl SR T

- {wea QR



favmTer Rl GFITET T SHEAT L Sellen! YT TR TR STTET T 18 &
T faraoT qam U &, | afe T g S1irere gumefeRT faehe T U | 7w g
TanTrTer =T STREMyEHeRT EraT Feieor T STE & | %, STdiieh Tsied v ar SfwaidenT
FRITAIEES T TUET T STTHIRT T GEITEH T4 SHHAT TrAT ST TI=IuThT Teiee
af g o Usher TRt ATRT g3 TRt SHwIfthets g8t TS ATava |

fa<iiar ST g@TE (FIVU) 9@ 9T F&T e

TR S TATehT ITETETS FHRISTERT HTEHT T BT HUhT HTIHTHT T SRR FohTeer
STATRT AT ST TS TaRTHT AT U313 TReT & | TERT TSTSUhT FAThT HRATEIhT
qrawT Traf-ed ekl fadier STHert sehgarrs goumur fag o it sewer & | faxfi
ST RIS T FAT STeTafereh FHT TET T Tt STaweh SHfe T o favm fa=r
TR TR IEAT HRITRhT HE-eHT ST ToTed Tl T 8g8r 2 T ardd SEishor
ITEHT fovTTer T geumy 2 U &1, afeR 8 SMfe T T3er Amevs qer SRt aAeg
ST B | FATHTd Sk @raT T FaETeh ShahaTd o= it gt fauamT sT=aien Torea
foramTer SMfa T qrafa eIt WM STavaeh SHiaHeh! AT YE-Thl TFHT qHatd
JSTHTUT STTEH TaIRTHT U313 STTEAT T o 3UYh g4 | &Y, g Tk a9 grareeft
HOITE T T ATk (Focal Person) difehg 3fad g3 |

arIfa IR0 SEra™ faem, sraiw Tored fawm T e sest g fom geen vae

[ Information Sharing ]

()
v

Investigation [Audit/lnvestigation]<—[ Suspicious Transaction]
A/ SN
[Money Lilunderlng] Use for Tax Use for
AML/CFT
DMLI Purpose
(IRD) Purpose

(Note: DMLI = Department of Money Laundering Investigation, IRD = Inland Revenue
Department, FIU = Financial Information Unit)

faeiier SRRl SehTgel Ul WUEhRT YSTEIE SRIGRHE TG qeiea ATk Tored forTmmT T
ot YR g qrafd JETRtor FTE TaTTT U313y 3Ugwh G | ORI, 3Tl
T farmTeT SRt TfEToT qT STHRITT T4 SHUHT T BATeh! ShIRETRIhT G T T HUhT Frafe
SR TR e qRd S[ETRUT STTE-T T T U818 T ardta STEieRtur STga=am
TR STTE-eITeRT ShHHT UTCd T ST FFTT-erd gaT ST e ToTed TaTTelTs UaTs JuretienT

3




fareprer 7 |fehT g3 TavmTenT STgHRT TTEsil g9 |

c. GFfa ERT0T aReell Saifgyd Fedidd saaed
qrafd et framer gt ofeRr w8 @E (Asia Pacific Group on Money
Laundering - APG) & fa<i?r shiaet shrieet (Financial Action Task Force- FATF) & uTi
et TR FEfFaaaRl Yodieh T+ SHHAT T 02%|R0 T JTCTHT TFITd FEIh0T
THaTuTeRT TETEshT TR YT (Mutual Evaluation) T+ 9UshTet ETeRT qoRT Ta%d HuTetel
FIT feaehl HATSTohcaHT T-Hedich A1ad e T fafi=T Suathfaes a8 Mo Mehl & | T
iRt fafvr Suafafaesre fer sumtafanr s o fament aua wfaffie G s -
() TgE=e ot AR (Tt eientr) suafafa
(@) JIFEHH qT AT (g ) Iuatafa
() T forfiar ST T YT & SuE it
TG T 022 HT HodTwT Tal Grafd eIl THaneT qwerdt sawaen s iR
ST HeTeh TRURIHT STFTHT & R02RIR0 AT g HoATHTaT FHIHh! w2 e i
3T T-HATeh GTa{a ST TS VU IUHTHaesh! SSHAT FIT FIAT-ITHT o FEdl GHET
TohT TS, FIIh! 3T & S THITEA ST T T-aen] TAid TeetoT SrememT Sethel HUeh!
RRIT | SATEAT T TFATEhRT Tt T goeh HeTetae Trta Jawtor gl & id &g
qrfd TR TJE-H T YSTgal, el Wifd S1aeT & & Wt faawur qam T shear
T HEITEEHT GEMT ST JUTTET G eerd THUshT STEdT ST farerr T&eht TrgaT |

R. Tax Risks and Money Laundering indicators
» Unusual transactions and parties,

Unusual money flows,
Unusual turnover/sales,
Unusual Possession,
Unusual financing,

Over and under invoicing .

YV V V VY

0. Effective Inter-Agency Co-operation in Fighting Tax Crimes :
(I) Models for sharing information

» Information held by tax administration,

» Information held by the police or public prosecutor,

> Information held by the Financial Intelligence Unit,

> Information held by financial regulators .
(I1) Models for enhanced co-operation

» Joint investigation teams,

- wwea QRN



>
>
>

Inter-agency centres of intelligence,
Secondments and co-location of personnel,

Other models .

(ll1) Arrangements for sharing information through legal gateways

Direct access to records and databases,
Mandatory spontaneous sharing of information,
Spontaneous sharing of information,

Sharing information on request .

HTHTEhRT TeRUT T STRTTETERIUT T FHfehua,

AT GEAT USTST W~ HTES-LHT T YT Fechateh! THHTUT THUET,

T TTETOT AT STTEIH Shid TPdTEH et Trafe SEientor arereft 2R o faermT e s,
g forvTTeRT T SIGEITI JUTEHHT AT TR 7T JuTTel! faerter § Teeha,

Tk HETEeeTs STGRIT SIS THIhUshT,

HTeTg, YT HRATE! T FehTIer 3 HYTeh! fas=rmT gereh deemen &quT fagg o gemmenT
TorRIehT TFaerT STHehRY SUcTes TS THihUHT,

T SETRT T R St forer STfawent gershaten! TFaTemT e Y,

T STTH-THehRT ST T,

STITH AT YeATheh! 3T |

R. GHHT GHTHTRT I -

>

A\

Yo A < .

T HETEet T oiept Gt AT it fargefter g orme (rezara) AT frafira
FOHT FEAT T3 T faemmg 1 o |

AT ARG TIT STehuT T |
% T YAEE SIS T &1 8l Gralwel Faehgeeh! (AT T |

T QLETUT AT STTEIToh! SHHAT HFITT Y[EIohUTeRT TedTeeT & ST [aaee o U &l &I
art T TR T |

g T STIE-T ShRIHT Hei STSTihalTs S TOHT HvTieya T qarar sAtvafe m |
3o TavTTeRT AT ST T Interface 3T SaweIT T |
O HEITEedTs STERIT SIS |



> fafqa S sHEATS Intelligence T &THT faehre i o |

AT STTEEIEH T SHEAT TRTHT MOU T FRIT-E STawITeR] 99 TH THTET TRy o |

> HEIE HYh! HRATE! T qal-od HenITs Sriid Jawtor gra-dl fasemT gfereor gam
T |

> 3 favmTer g EUHT Grafd SETeh0T TIT S SeflehT TaWmT HRATEr STMfe JeTs T3eT
HTIgug qeT FferehT SIS |

> TIH ATE T e THersg o |
> TVTEhRT F9HT T TAT JeAioh T T TaTeaTs saaiedd SH1s- godruT fa |
SERRT 0

HICA, GT L SATEICHeh & HUShT SITTch Taf SITTTeh ST HTTeiiehT forehTer T STga2 Tgiaets
sfereha T wfater Bt ST Aferun fadier SToRTereRT FUHT TWehT Trdfe [T T T DA ST
TRt RIS =0T e TaRoT T & eR Sqan 88sT §0 | Jvrd JERT T T St
ey et foramor i sremied, T T wfdeeicnss o ud faxfer dmrent famtor 4 qer Lfess &
HRITATATT ST Fhg T hRIwT TFaT FETHT STFH- FavRT T ST=eh ToTea TavmTehT +ffereht
TG HEcTqUT TeehT §aT JhT ATHT 2ff gor fanTmTe® Ushies o Jdth SRR g7 STTavereh & | J8T g et
T T SR T T Bl FReIuT ue fauTeRT ST aTfsd ST I g TS SHIIeeh
ST SHAM: SNTETRER STIa=ah TG 05 Iw HRER IRERl T ST T TRETerTaT
quq Tiiglg g favasd g7 dfeh=s | o1d: Trafa SEIRT e qrari-ud fermee faer st
farTT T vRugT g ToTTetienT faehm 1T GfshushT TUeHT JHeTe Traf IR T T Sl STTaweeR
T TR U TIOTHYET ggeT |1 8 2023/ R0 AT G UREIReh Jeaish (Mutual Evaluation)
HT GUT Tl TSt HaTssTeh AidsiT 9T T+ FeR JediT e 3faws |

A\

gea W AT

arafa ST (AT ATsveite) framur O der feme,
TR UF qT THaHTeet,

oot Tigig T O e fremreet,

31T 3[eh U T e,

THIT TR SFTTEH TTTTETE Tehtierd aTniies,
forfter sFRaTET Rl (FATF) a1 TabriEss,

Money Laundering Awareness Handbook for Tax Examiners and Tax Auditors, OECD, 2009
Effective Inter-Agency Co-operation in Fighting Tax Crimes and Other Financial Crimes,
OECD, 2012
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TS JIMTEAAHT FULA FHATL R &HAT
forFTareRl g : TToTEd JUITER AT Feaehl ST

qfw e e
frdsten, W favmT

q. fawm v

FT R Y ufeel 9 g3 ST fSHenT Tefigeeh! Thuceh T%daT U | T3T ATefiehl Ui TeTre
ATt g T 3ThiehT UTeT TeiehT ATiet shegdT | T™INT ek 9T Ui shToehl Yepidert ush g o=
2, ATt ShegT | qT, TeaTeh! UiatshaT GeaT ek Hieh T | STEATI-e favame m =1t fereardt
fausRrT yediehT aTfer Szt T%ar g arefl Gt Afe- | SThiah TS URTEE aTfe sheawT
TEAT et ATt AT UTee TS Tl Ui foet, STaehmeT g7 Ui ot av &7 vwe T | aerg
I AT Ueh Fehfcien! hTH g TeRTImT T%aT §aT fohe hieh thieh UTatsha | &<, AT &fer
T 3=l faw e |

T [l fTTeh SRIRETHT ThoiHT e FHART U 3T | 37 el faTaT g% g7 anieh!
HEIREAU FaThTeA Tt ST T TSTea JRTr aTferd shegdT g TR o ot ¢
Ry | Her |, “HaTeRTel ATferd fe af WegT 9 T 17, 3 I ST T JEuTier arfer
T T 7Rt ATt SgaT g TIT | g4 SHTERT ShieT T s el Mg T fag u=ir | SR
IR TH ek qTied Tare T+ arefierns 31 i fat | et feufs 3 oS ufrerhent
FIHT FHEfT T ST TRET | T et @ 24 ST HHehl R ST 97 Jie | aTie Saisieh
ATefieATE Tl Hear et & o 9T TreaT 3eT SMGAT foawrdr gArse gafawenT Mg 2
THFET HEAT FET G TSI FATC | FISHT 3Teh{ THh! SgaTehT ATHT AT IHETR e |

T ATRhT FI2HT &, Ty = TITSehT STHIEHT SO SiTaT I T eHehT FR TTE=HT
FIT TTfieed 9 WY | 3He% GASHT Ushuesh &It hotsiehl BT YaIT dTferd ferusht i 8
o | TerTg Stfer ST AN A1Y “quTSER Bk sk Golehehl SAThHTRT HEL T3S BT YA
arferm fagr @ 77 @8 R/U & B 9 YT T JaTHT IR HHariee arad fed Jid
U3TEEl S | 1% foiqa /U et oTE WA f e TR dTfetHehy UL I TH WRA
TSTET D |

off i ufafferete SreTel HeTS aTferHenT FrafuT T TRTE dTferd sheaehl Tecaqul JfHehT
TEaT T8¢ JTeh! STATATIHT G €T TRl Hegd AT | Tedd ATE i J9Me drfer
Feaoh! Wi UT=r Hied dhrash! ToraT STaET T GuenT TavamT Shiad @l & |
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R. ©UAT .

JUTCT FLRTEhT TS T AT URTHAhT &I5THT hIald hHER eeeh! &THAT TaehTashl ATt 030
BH IR Tl TSTES YTTE ATIeTH shegeh! EATIHT USRI & (RATC, 2074) | AT AT dheael Toed
TIMEH T T HRERa 1.9, fgfaar srofiamrent stfegd qur geme FHuRiesTs JdT YasT qur
TATHTA AT TS e TUHT S | FHgale THT THIAT Ta9aa STcushiei i aried, faf=
AT GETEEHT SAB HRIHT TUA TATSH TR U5 | €T, AUTeT Wedt T a9 Tadieh!
AT T T+ FHEATHNATS THA ET Graefl aTfeTent AT 3% dTietd shegdT U313 TR & |

3. QUEA Hidh! TqqEAT :

31 FATCTT ITqTTA ToTITT TEeh! AR Tfud ST Heatad ekl aiad YE &
FET T | Fgeh! TS HEHT STIER U.9. fecftr Sofierr afts wfererer < ST, OO, g
JufteRT UieTeTehee 2o ST T faf\=T TeTaeh =it T8d T ¥ S el ! & | Iqated,
IIRET AT T TEIREat FHATIEE TSTEd, @l T HHT JRIE THESE @3- T & |
Fitss wferersh, ufsTereh T ATk UTSTatehen! &TUT T8 FHTRISTE ATfetd HIIST et a1 Hemferd
fafv= arfermaT afereror fa MRt 91575 | AT SATcheRl TIHT TS, TI@T T 3T &I=ehT STt
TorsTeenr TeX et Trawarehar AR faf=T arferaur wfererorenr @it ST 7 e aft
T | HFIATE HATHT W WehT (S AU TEehlel 8TeT WISToh! BRATE shadh! Tidta e qouTer
g TR B |

¥, Toed JUEd qiied el ®1 FaT
aTfet ekl website T STTAR I hwaehl LT T sHITSIT WehT SfEws |
o T quT Tifer YeTEeRT SHeTEETS g ¢ Ty ISy |

o ST quT STTieh YT Tra=<ft qrEmmiaeh fosemT St=aifsha, M), shrfener Jeuiet
T |

o STIeh TIT TSTEaT U &TSHT STERIH, STTEE T |
o anfaritier &UHT T IfSeRT YehII T |

AT, HEATeT 3TYTh Se¥d U T ATierH HATGTIehdT e, UTaghH faehTd, HaT a1/ Harehiet
AT T ATRIAN ATt FoaTel |, B Alh SATEATYT GHART HRE T ITH T | I,
JH GEAT AT ATk il Q00 NG 2000 SHTATS AT FehHenT qTietd T TieTefor yem
T MR T |

u. atfew e afafa -

I FHegoh! ToaTaeh! AT HiaTa AFTesi T 37ef Gfaehl STETTAMT @ TSET dTfed a3
afafqent sraeeT Tieent @ | afafqar arfaw T gewr dfad T Aeerar o=, gedta, o1

e At



TIVTTeRT ARTGITohe® HeIeh! FUHT & TaElT B |

%, foemm awan -

geeyfrT Sfecfad favaeeane ST Gfhs foh gt TouTed T JaThTelA dTferd STeehet
TRITehaTIHT TRIRRETATRT &fer T g4 TRl & | 8T YA dTferd T =T GAarsrit arferds-ar
QATHTA AT TGAT FASTHbT ATHT el Uehlel TET ATieHAT FHeRIgEsh! TeuTiTar
I Toh! UTE | I GREhIvTEe 2T HETel STUTETd LT SR h1af 7T TEehehl ST T+
Aiehes | T GIHT SRTIhT THEATEE Toreiar & :-

o UIA: T HIHRT HEAT TXE AT HEATh! HodTel TR S | ATEH heghl Fal HIL ST
FHARIEE UHUSHAT R THHT ATHT FEAT 7T Toel S | 376 ShegdT F8aT § ST FHARIGEAE
TATS UG | HFaeht T%aT WeaT TRl MU S U9 o7 9 37T © | HEITl griTed
T ST dTeTerar Tt FUERT @3 AfehUsh! 87 | SATeed Taehierehl Tt Jeh
FHARIATS THT TEEATI TRURT Foref 86T 97 |

o XTI e U.T.9H AT Heafaasiare §¥ Mehl & | ST yugfs o a9 fafiwresr
TRAT <TerehT T Ty foremr uf deer wgeehy et faer awar g uee WehTel HETshT S
TTARRT G Honchl & | TEITHT ST ATRTEeh ShHORIgeaTs SasT quT fagemT uferfed
TS 3= TAIEICTgTh SIS AUt & | 3= favTT a1 HeaTeree a&dT & headT griert
wueh! feefe  wiereren g o ged foried & |

® \FHIIHT HRURT HTHT Yo THT [HIST TRl STTCATHT HEATATS ST ATTH Foarert
T hieaTs B |

o TEAT TsaTed T+ YiRTeqor qor drfemeedr 44t fafiues wamT = giwuant 9 | Tdaq
Torferewent 9= T STTAYHH ITHIOT FAT TIATTRIT STHRTThehT HHT S |

o TR FouTad T TQhT HaThTe =/ HaT Ya3T T A= GHATHIIH dTicTHE%eh! TTSIHHAAT

i e R T afhushT 8 |
o ff GaETCT AT ATHT TAT e THT HH S |
. QETTH JUEE :
ST s Tt drferm =fifd, 002 @I Aier STgeT FHHATIEER! TH, €T T 8T Thlg
¢ 3TEEehT TG THT TR T TS T TS YT dTfeld =TS center of excellence T

FOHT FSATA T+ GgTIehT TITIHT €T T3 39Yh g SHa :-

o  TTYThT AJcaT HEAHT & Y TL-aLar faT Toh ST GuR 7™ Tesl g5 | faemm
STFEIHT TS} TaT UAHT FHeRiEEeRT @%aT ]/ R SUAT g WU Rl T e 1ged 3
T FHrEHT FHIU STTTcheh! TT TTAT g Tehl § | TG TAT § FHeghT SR HT Shrgdle

v A -




aTfafty SHTIhT HEAT SEt g YUl AT HETHT 9 HHATIhT ST e AT heaalls
STavT U Tafereiepd SHTitheh! SUTSUAMT THT THEIT ohl & | TS THEHT T 1.
T JfiehT Ug §eTUlS TRl Aqca o7vh el uftads gt Mehr @ | qael, famrdent srgva
k! SATEAT 0.9, fafyre Svfiare staemTer e SAfthers « aF ugrafy SR T Skt
aqca faut quieRtefi @&t feil wamr T "eh T AT HEIEs Functional Organization 3T
FIHT TR0 T b 3TTH & |

o  FhaHT Ut AR W2T3aT career 3l GeaTd aTTaTe TR T&TdT YUHT, ISTERUThT
AT ikt T, ek {aT STRTeRT TAhTNEeRT ST a7 31 & STIRAT SIS T
FIAAT 2 THhRT AT FHIH T TR G ITIH G5 | TN SHIThATS heddT T3 I
T TEq yeptaehr Aefre ATferd dhegehl STV TRISH T Weehlelq attery feut @ et
IUYRH §9 | AT, JUTST TLhHTIhT HI T ST FATeHT S e faesft favataamereare
STEIIT TR JTUHT T~ TITTeATS ST 3 oY ATieTd shegdT YSEATIT T+ JUTTeAT farhter

T Heh 3G GO |
o HEHT HIET UIITEAFHEEATS THEHIT TR Update TS T SR SATST L& qeT
TaqwmT frafad ufsteromT qaTey ugfa fasm ™ sl 3 |

o TIGH ToaTe-HT faehte WUeht a1 Ufafushl Taered T Tavas © | fewh! g wRa
AT 37T HIehehT ATICTT Shrageh! STEI THT |l STTEIeh! SIITIh STaITI qTierd doatetT
T Her g TRY 3T aeT Sl B |

®  YIThIA qAT YT YIS dTicAHeRT UTSIASHA STT Ik T dlictd TR I S@3T Sl o |
YaT YAT dTieTHAT Motivation T Positive Atttitude @3 @ietenT fafy=T fafugeent s
T g |

o TR AT W, ST Giaem T arferieedr gfaumgh ufafushl Taeread ™ s
fa=s |

o LT IfaTiiieh WehTI ‘Terear’ ufsyehTenT Tglg I Registered International Journal
3T EIHT TSI T Heh 3% 3UYH 53 |

geay aEn

ST RTTE ATieTs &g (09 ) “a USTHT WUshT faemur” (access from www.ratc.gov.np/about)
I TohaTar SaErT affa (Rowo), “FSTHET HaT UF R0%R”
T YTEH Heierd, “frsTmdt she=m afesr arfer Hifd, Ro06e”
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yfafaei Toea TemEe . aifereRT avay

TSTUT T
T wfaty frdwmeh, smafer T favmr

fawa gam

TSTES YRTTEA 3 Uf qjohoh! TashTeent Hequeeh! TUHT (eh! 58 | TswehT fafir=T sTeetent sqafeerd
afETereRT ST stawae fafe=T | areenT SraeeaAehT aTiT @8q sTafErt e & T |
TSIl STeh qT ied HEATaTe ST HoaTe T faehe THTURRT ATRT TS Hehate T+ T |ihl
gfeerd aiETe T w1 3 Torea g & | wfafuer fergiaT weet ATt adu sewemET
T Tgideh! T TRTTHeT HRTCAdTYaeh i HEITEH T STHRIE YgHeha! § | 3Tced AT HId T
HEThT SATIha ITANT TG GIMEehT TR STE(eh Hfatashl faeerqul STNTETE 7T 979 §5 |
TG, TR ToTE YRTRRT ST T 317 Hecaqul SURIUTRT &UHT WohT G- - U |

ARTRRAATS STCTeY TRIS HaT GITETelTs 9 U Tast ST ToTed TTEHT HId HHERT 3T
g3 | TTfafrsh T ST STTaIwehaT TILgfiehl ATRT AT & T 3t &1 WTfafersh SeTfthen! AT & o=
TaTel TRTEhT BTHT AHThRATHT Seaied TNad- caTavsh Ve & | HiiEeh 3aiehl YT de g1
L qAT I R O Terfad s s1gam fafer @mar qerm faaorent stremT o srafeerd g sTmushr
@ | Tageta wlaftrenr fashrer qom URITHT STTTRT ST JaTaeh! TRITEHT 9 d6 TeEe! & |

qifem v el @, eI T Sied ®E A | SEwRar dieaH, JegshA R, ued
arft G, Wiq SAThen! SHie, Uit s, arfa sHRIsHH AT, dTferiee T ATy SIS auT
LA ThTUT THTTIAeRT FTRIEEeh! HITeT SHSCATH Sdat et & | fav Sfeadreeas aesfieor
T 3T TRISH QITSTUERT HIT T FTHATS THTRIT AT HfsTerefl awer ueeh T ammyfes ufafushr
FRAATIHR TN T T UGS | AT AT FeHAT T UeTed Ufateehl HeIeT HeISHT dearit
GIT TS FHEHT Rl T T Eiuehl s qid 7d wrfqerar sthafgar ana smasit g3
@S |

fara=ra

yfafeeRl IucTeHdr T HUgh SRTthen! STGTETE = HAUM &=eh! Hegaar faend ard g W
TATIATE TbT T TSI YSTTHhT Ss7HT U Tefeh Wfefersh U g ATeish! UTe-s | fa.@. 040
T AU TG ATTR HFITh! FANTel TSTEd R g, eheeaT aud gaT ufafeshr
ST FARThT GEATA HTEhT &I | Tehiei = ool 3T Tg L Tt Te-iit 04 ATeei@ 3t farmT
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TAT ST FIATIEE T+ FHIETS FHFS UM ST FATET FaT HUSRUTRT R w4l | 3t
YuTTeAT forehraent shAmT e @gaT F=eT, DANIDA 3T G&3THT YurTedt foehtemT S A= qr
TIIETAT THAATS STy RS- qraelf dafeteh dTfermenl e w urfafss s9uT qerefiertor
et ot | R favmTer fafe=r TR SriTerReeTe. St T ATeaEgeteh! faeroT afedsht
YR YUY (Customs Declaration Form) TS URMEE AT MUSRUT T UNCTAD (United
Nations Conference on Trade and Development) gRT farerrer Y farwareht fafar=T qut qerm e
&ITT AN TTHTHT SIHET (ASYCUDA++) TUTTEAT 04w TG UTeHT Ui 1] T & i |
o1t g8 URIISHTATS T TR ST fehteRtuTenT T fargent &9uT fer afehes |

ST gEanT et T @eaT e St @hReny i aeie audee fasfad ProTax
System ST I[& TRTERT AT TS YMTERT T=Tierd YoTTefidhen! ATAT Client-Server Based
Distributed System g& 3T Siehl T | 3 UUTTClohl TodTar T STEITIh! 1 e F9HT
qraTfeerd HRATERIHT ST 321 WW gﬁ TRt oY | Web-based Centralized Software
T foshTd T JRANTRT AT 319, 0%/ %3 AT TR & | FHLETAT TT HHARI e
giauT Uh! TIHETE T T e FIR ITHRURT JHTEHT 3UdvTTeliee (Modules) Tad== &qHT
TIR TTTushT R, STEehT HoelTet ThaT T3 d ok Bl ohlel TATTehdieeeh] AT fgfaems w&ehr
ToRIT | Teh FAGTATeRT ek Hieh ShTHERT ATHT GETgs TSI TR T U HUShTeT ShGTAT qoiT hH=RY
ZOTT P JUTTCHThT TRINTHT STERT G TGhT UTS2AIT | Thetd: et HUTTGHIohT SRINTEhT HET TUFRITd
FHTTSIT JOTAT (Manual System) & 3 THR-aaT ITste | 3Tfdes o 000/ 98 G YINTHT cI18THhT
ThIehRd L Ul (Integrated Tax System) & SHUST: JGATT FANTHT ehT HHT THEIIREEATS
faeentya 7d R B |

wfarelt fosma Soehr faxfer @@aT qem UNCTAD &1 Wifafeh T@dimT Ro%%/ S\ HTerT
ASYCUDA++ @S 1.15a a1 ASYCUDA++ &I ATl T 1.18d HT YIS TRI TANTHT &kt
TeRATEEATs T qUITHT GrRIaciieh THET | I€ SHaAT 3Ueiod TTidtaeh SThen! |1 a2 FsTeesh!
HodTer ITT0ahT AT fafr=T vepameent afaTsiT TG | el THIHT T TSieeel WRiToasT
gfee 7 T Broker Module (MODBRK) @IT WuTeftel = itfdeh wietor 7 o+ wsimoeasy aqe
Sitee T FHERT &1 T Selectivity Module (MODSEL) &Hd Configure T @1 TG |
FHITET TLRRERT TEANTHT e-Customs Feasibility Study TRTS =T FRTREEhT ST fehTRTUTeRT SATHT
qT YA TRIHT A ToiH! FHATIATS I Uifafess arferd 3uetey TEAT | Jef, i
ToreRTEr TRERT TUTIETeRT |TS dTfetd Ued SHRThaiTs THIEehRT &THT IUANT T+ HIhUT | 8T STl
JTTT ITETH JUTeA TR SATNERIATATS IR T 9 Soeied YfHehT Tell, SRl R SRS
TS dheh! ATATHT HHR FTamTetTs S=am | A1ieh I 0w/ w3 IR TR TaTgueht A= renfa
JUTTET ASYCUDA World BT SeiSTiT Jet Wi SHIATcaas T 1 Hsdeha! & |

TR et YT TAFTeRT T SR SiT=dT SO STRITT WU HTetaeg (Ui Taefat sifar anery
Tregor Y Tt ST sTax TRl /AUy Ffeh T fafeer ST3AT Ttk gHeT favmTenT

- wwea QA



T2 (Check Point) TREUsT RIT | 054/ %% I THIHT TSRS JTTHHT TaUTThT TASHRT ATHT
A THRIER Tt sfisiohehl TTaRUTATS Check Point AT Entry T &hegalle STITHA THeh! SATHT
Check Point Entry System T T TFITHT ATSUhT RRIT | 3t JUTTel! JoIRTehT ATRT SUWch S91th
TR T TG T8R! FATel TRt S U1 T |

FHTIHT AQT FTEATIT =T FHARIH! deTel, k! faaworenr ST g& THRTRT Hrepeehr
T faeait gunefiRl SATawrehdTRl Hegd TR | s ohaT FAGETIeh! ST STEvsh O
AGTHT =TT ufqaeTee (THepmr faawor, @< faawor, e faawor onfe) qam = aest 81y st
BRI T TUT ITATRT ST G | HETET =Tk HriTeriel HTdadehT Iy T AT
TG, T3 R R04% /W 3G & T=AT | §Lah 1T AT @ Ik HRTAIETE STeT i T T3
TGS faait §Me TT §7eTE HIhd hi-gehd TR Uehishd HTdae qaR 7+ et T UuTleliarns
Jooed FUT gar TR 9158 | Financial Management Information System (FMIS) &Te 3T
T T HUTTATATS T4 TSR SIS 5 FTeTiashl & | 002 TTANT FHISHTS! IUCTHTETE
qe T JANHT A3 Revenue Management Information System (RMIS) o TaramT Tt
Hehe ™ T+ R, TFIT-d sioh T hicTHehTSTE SehT TaaeHT 2 THIshHT AT T3 T qHIy
FHes T Toator G T AT HEST ST © | Ufee! HIded HRICHT HIS FRINT TRushET
BT RIS &fed FaT TRUAT aIR TR ST <AI15Uh! Centralized Government Accounting
System (CGAS) & TIhRI TEATS 3T%F FeEd T TRERIT sHTS STUET MU B |

FAHA GEAT

TSI aTfer deT W3 wfafr stattnit fawer swushrer arferm swrisaeeaT wfaferent W sear
T | ETcTehT [GTEeHT HoaTe g Alicid ShRIShHEEHT JTateETs- T iehiuTalTs HiceH ST TTsiaetehl
TANTCT UEHHT JEI3 T | J8el HeWTIeealrs TEqa I UTh! Tooy 3T T Vi EesT g Wi 493
vfTeTehelts Tl faverereg 8¢ ufvrameffent fstehuT QT ST Tl foT afsrelt smse | emyfes
yfafeent sTiaerTiaes ST dTferHen! THTTERTRAMT Secied THT T U16E | T Ttateen! agar
TN T Tt IiTS 9etE SRS YUTTelieesh! shiUTeT ot STTE]f-eh Tfaferenl TTareh il Sueh!
AT I Ufafr JANThdiehl ATHT TRIAR @ QAATSHT dTferHenl STEwehdT 68 | afedd T
fafsreiera aTferd sRIsFHeRT ATSHT T+ T TodTer T4 GIe fehfadent aTfer UgTieh Heeiehl STavashal
U T T STk T TEINUThT SATHT faga drferdaeanl ATt ararfeerd favmf arfery e
ERIH TS |

TR fermmaT g2 aTferm et TEaT it qoT el STheT ST THT AT TR TSTEd UeTTe drferd
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SN ECIRSUIEIIER CE R
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(3) STTRIFIUTHRT AEIEE : TV TAeeh ST et 3= Iig arfaet T T TmTehesae
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(¢) T AT fTehRTaehT Teae® : avdeh Tde qaraR fashment aThT e Hifd qor wel-

- e QU



TISHT TR I 3heg AT TITEEehT THRT HThd T T-argeh! ATdTateT FaeTs | a6 Rt
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T TfeeRl QT qerr T T,

foresft Tefesheter AUTAHIT S@TUHT AT/ T,

IR GETeegT favamT YHuT 7T U TATHE%eRT FEiHT TUTCTohT THeehi Trde THTesT
g g |

e

FGaT IERT T Y{Wehl 3= oo JRgehT FHRUT T T/ TrIaTeseh! SAHAU age 91T,
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~
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TICHRT YIHThT TTEITH,

Trarfod geferd T RucT AT (24TS, TR |,
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TR fashramT @ i,

T YT TUT Teerehl Taferefiertor,

EaT gieremT e i,
giqeraicneh & AgTg,

JATSEY ETT g,

AT TfafeenT TR SeTeH,

Hifeteh el TEpident TTegor T faehry,
et farear T = sl
STIETIh, T& ST-Iih {ah,

T STie=HT TfeT &r=7eh! ANTA Afehd 7T,
HRITEHT T STTEATS ST IATSIHT FT0T 7T |

forewer

JTEcTeRT STETEATHT T el TR TETHT T &i5ieh! TG 2. 3 HTaTd T Fef TSHIGHT 39
&AehT feedT . UlqeTd Wehl @ | AT WehT Taeh Ti HaTasieh 3Uatisy arg | favavitent wiedheeet
gatfere @ISt T Y@ Yehi Twded e JUTel i U3T Wehl U fafer=T Tmm=i aremeent
SIATIATHT FeRTIETT a4 STTHT B | TToh T T Tavaen! el SHEEATehR! gafaneni=ar aar feedr
JTEHT TaHant Gogeh WRA T <okt Teehg®ehl THA UTe WHUTHTG STTRYUT Sgal & | I8 ai
ITAHT qRieehT TRTSAT STcafereh Teeh! dast Sk Tfehes | T8t JuTetel Wi SFee U9red any
TS T T FRTET T8aT (8¢ §1 STJEeh! STUTed TRume gTfae T Fefehiden! STaemT § | 37a:
T YaGART TETET farTaeht SHHT HHSIEETE Taeht Teieshiar GUar quT aT giaemshr oresh
TETHT YT ST Taoere® Tud ST Tt ST eI, SR T RIFsHT aai T J69aTs
YT @5l HIAT-TITHT A3 HIHTAT e FoHT TAThT wheT gveaefl ded/3ee U T+
HfehehT AT TN STIT-=HT AT &I=eh! ANTEM Soored THT TG G T IS |

ey AMTAET
TR Hfae, S fohdTer sawer afafd |
JTath ATSHTEE, TS AT ST |

The Travel & Tourism Competitiveness Report 2017, World Economic Forum.
Travel & Tourism Economic Impact 2017, World Travel & Tourism Council.
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e e
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TTeTeTeh, TS YT dTieiH &g

RIEE L
qaferet fafed: gear arguTaa: |
T Ay forervemTy fattsuter seud ||
— AT HETY0T

(TS« ISR AT IR e, 3Tef T T STATated (IMESTEd) g, Sl ATHET SSHeedTs 9@
frees | STHeTs A g@ oo o, TostarTs @ g oM, aref T feqehRt BIg | )

o, oTef, FT T HIET - STEATs agant ui Wi, I faraaumr gera: feg aefmr off ar g
(qeuref =) & a9 g faguat © | aa Sftamehl Sy yare At gewrdies fafg ar urfa
g1 T T &1 Yah IR ST TRISS JE, HeTYRd, WRTEd HeTqUuT, JATETeTs, shifeeia
TR, AETd STIdehT J-IIEeHT I9 raet T s Afaear fae=mT afed e fermdresshn
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fawa gam
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el aer faurerent ff HamaTes T % Ydfid g2 | T8 7T AT fava deeh u3er “amvhT
TSR & I~ Aleh | TR 1 Ueh FHATAT ScATIad ag qT TaT gLad! ITIhIel Ui Fast T T

ARERTeT UTed T He STTecTohl STaETel T J&T 0o SHISS | SdH GHIHT UTEehT Le Peloton Café
HT SO UTHT 3cdTiad STTSehT (Arabica) FWhieh! TG T Ot THT A Ue = el qT=amT
TCATUSHT IcUTe WUHT Agria, Fianna, Laura (3TTIeRT TR &M HTiess TR afd fger aam

FehehT G- T T STGTohT 3UST AT ATST el HATFGRT BraTT W TR We-o | fava
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¢ FTTRISRaH faeaTia arete! SA=iNgd ST T SATIReh! fafaefieror ue ot ar a0
SFARTIOT T sy=aT Ul Semfacer fedrerer sge (Geometrical progression) TuehT T8 Traeft faf=
ST JETUHT B | Ufdeedl qerehahl 3ATeheT T FHehT Hgfd (Trend) 2 &1 v af fawar samament
T T faRIvar T&q UTE | ARifey AR v aoir fa ufdfeT et fafaefiertor T fawarfa g8
Ty feR afteRT STTfaehT Hecaqul SIfHehT TEehT ATEiaehdl ¥R hiaT & | Jafd, et o ae Tereeen!
Tt femref FRY dimedieht uger acd - forsht foawureht segfeh dftent AT Jeae AThies, AT a@eh!
FHER Taoath F GFqUl ST TehRiAd TRUEH S |

OO Tt TIauoTeRT aieh™T 3Tk hHl SASINT on! Hegd TR & 23%¥0 /Ko i I
Toehlard TreEET OTeh esehT &rsmT T AT GehT TRINTEE 9T | JERT faehrer Ukt Tl farawor yurefies
QUHTeRT GTSTHT feh TTareh T |Tferd 915 Iq ScuTaeh hruHIee ST 3careH farshl 7 R gqae awhel
et o | feshan, Teaer faaweh T Sharewen! "eaehaT TG aeq fasht faaworent =&t o aftenr 3
g WTehies & | fesIIeTsT Multi Level Marketing, Direct Selling, Referral Marketing, Word
of Mouth Selling STET 31eh] TITET=T ATHT e 7T TTUhT IT Hoh [EFel SAqETgehT SATaT1eh
TG T WTeh fewehT SATIR U SIS Ta@ Uept, fF g Taeioar emur TenT §aT JHalTs Heas Hiehies
R i 9D |

q. TN AThEE T Addsh Ahias

(i) T AT -9
JrATY AP RARFI T Aaq% ATy
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& | Tafa@a 31@uruT (Exchange Concept), ﬂ @

3cqTe AU (Production Concept): T
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ST TTFIAT dgeeh] JRIRT PRI ScaTiad o qeiT e ST Werel farshar HTha fadr Suviehrams
TS | TEHRIT JHATS Terey Torsht quned Tid =S | I8 TFawerT 9 SR qeTohT TehUTeeHT
T TREHT ¥ & |

T HTehie® T Hedeh HTehicHeh! ATEIRUT T&d Fe=0T U Far- ¢ a1e I6 Tre-oMT 99 I &
Hiehs | 3t Terrmr Wk L) forect fasht faauurehr s %7 a8 §3 I TUT 4aT ST a7 ITHHEH
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forer Sifer 9t deee e IR STUTAHT foaiur ArTd aIge TUX TTeshel I&q qT AT WG Tt aal =T
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TS SR Ja6d T TS | T&g TAT SaTehT TTesheec] qHd Soael fasharel T0AT & T Hieare
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T 232%/R0 @@ =y Uil Wi Boston T
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U ST AT W ekt STaEeaah iy
AT e ASHEEEATE Ui
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F0 g T faufre SEdr SR
TEUT T USHII JEdT 3TeET

TITYAT TehT U3eT GRaqur fafm T (Securities Exchange)
FOOART Foo Tt uemar ufawra st afed @A ShET
far s feamse oo wifhedt Aieee STRE mewr Rr | Brer
U IR A g favaremr Teifas, Sehil ettt
TR SReT THHT HTHT TR | A5 9 HThd difeel shiker
ou TaferT et Sor Hoha T et WuehT forT | 37
THIRATETE UTod U e QUHTATS S[ThiAT T Jemeht
HguEr (Speculation), I T ET W AT AT
T HTH 837 el THIHT & JRIET Ut 31=qd: ST ¥
Fg VAT | IEH ESIRT TR iohl QOTHT Golohl AT EeHTeh]
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Hie GeATeTe fuuire it aimefer e v | |ner T faer feameer o1 avmser a@en
HAGE T TE R | q, ek HTehicwahl FHHT AT I6q Hfeish gaq 7T T @ Tehfawen
fareraTee sreafs w W g Mehl I |

FISHT T AITST ThIHeITS ATHTICAT GHTET SToceh! SGHT SRINT 7T TS | T, ST IshdieeelTs &,
TABH T TR T GUIT T TTHT ATSTHIATE TiesT T T ST, SeAT 7T+ TG bl Jeash
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976G YANT T 39T & W13 hiqUT STHRREER S |
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frufre AThRen! 91 TS | aT, IEhT ATl Jd TRIiae Siefl T I%aT S| T SFeadriiel F&dTe
TERT MLM FTSHT I femeret e §7a W= 815 | TTeeh, ST T 3T HA|TeRUT ST T 3RTushT
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TcTey farsht STTHTIehT T-a¥ahT hEdT JehIehT TOITHE ATSHICTS 3Te aT TRERT-T HI=T TRUEhT & W=
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HAHTIROT STNITHIERT & Tad TTETUT 7T+ 3egel Ul 8Tet fo.8. o\ FITdehAT TEqh! TeTa
forsht Ervareeft A7 sh1g ST ivwshT © | TarfaeaT stenfed srewmr euter T quieqaT faver 7d 4
U TR it Traf-ad aameTs “fafaenT sTrumid Saamr” Tiv T e &
(%) a%g @it T qd Tfamt &quT 5 ferfamenT TewraT faque STaeT Ueh! TosTerdth &,
(@) s a%g @G et 31T I A TR TeherdT @G U doslTearh HH,
(T) =% @G T Afchel 37T HTAed 3Teh! Herey frshaT A fodien SrTS TEehah! STaETAT TR

YT TRT ThH I AT STeRehT a%] UTd T T8e fefaent TestTery i,

(%) SEgeRT SRS TRY Shared Yere fershaT AT faraien aTS Y[oeh AT fetel T TR SrostTerth s,

(T) Frafiet I farshl T TRISHehRT ATRT sTarTeh gheet STgfad T 3Toma SfE 3Ty 3TER
fag a1 iR Tl 3ETE He8T SIS a7 U avg WG T aS Heserdtd &,

() et GET Tashictts fecaTed T SATITiEh HRIASHT HUh! TosTTerg<h &, aT
(B) FHT TEGATS AT AT g a7 Tarfercar fagmame fehr g wiv wmfore syushr 7 foenr
g oTcifeher g & 9 favamamT urdt fespt ar faawor 1 desiergd &,

* WIA®! g ALHERT ART Model Guidelines on Direct Selling, 2016
ageat faque (Multi-Level Marketing - MLM) T &t fe=tt (Direct Selling) €IS
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o T T TG &t g TR ST, STICTETSATs U Ta ITIHIhT JeTieh TR T
T werr et At o grerelt forme TRl @a=IeE gge aATee 389 afed Hde
Feg TIHNEIT T R02% HFRAT Model Guidelines on Direct Selling, 2016 ST TTRUHT 3 |
T EhTehT STHT T ARTeeieh fagi=T (Guiding Principles) T T9HT & 3% Guidelines
TIPS ATSTTERT AFaT-eraT TEhT TICTST et |TR TR & -

“Pyramid Scheme means : A multi-layered network of subscribers to a scheme formed by
subscribers enrolling one or more subscribers in order to receive any benefit, directly or
indirectly, as a result of enrolment, action or performance of additional subscribers to the
scheme. The subscribers enrolling further subscriber(s) occupy higher position and the

enrolled subscriber(s) lower position, thus, with successive enrolments, they form multi-
layered network of subscribers.”

3% Guidelines o UcTaT fashar T4a™T (Direct Selling Entity) o ITeeheeshl agaard (Multi
Layered) Feae fmior mat 3wk sifsrment fifirg AT STER 7+ TuTs Saer T8 TehT

31|

aaef, ATl SfeaTiad TerRtuTeesTe & BT Afshes W AUl a%g fasht a1 84T YeH TR deeietde
haeT ThH Hehe T f1a T fmior mituest ffae Fretrers ARehTgHt sl HTuehT §aT Jwar
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T & |
(i) frofre dwmm g
eI ATehies a7 Aedl Avel Hieh (&wHT faf=T &%y T famar et fuuiie Siefiee stommes mies |
FEAT HEHTEE shal 9N STiect Tehiaent afa=ar ¥ hal T @TeiehT | forsT-3 AT Seeh THUsh! TgHT
T3T GTEROT Yeheh! fawrfrg —
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TS doieh, HesTaieh,
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F IAEEE GOl ad |

O é (O e ar9e® (Passengers)

e fafsa it sIgarer
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3. ATGH HThIET AIEIHT [T 987e%

(i) ATTH ATRIET FEEEH =T T
[ELILRIRS

I HehieE, MLM T YegeT fasht o
7T TR M T e w3 et
Tafiy= ATHEE g T STIHAT I Soie
U T | q, F2aTeh Alohics Tad™T
THE (Uni Level) AT Ig&dd™ (Multi
Level) Wepfaert g1 Tagent a1 farfige
T UM B ik TIRUHT A2aihT
g UhIT AT ek S8 av, a%]
AT TaT Taawor U YagT T b ieE
wrHifa =1fe aoenr gcTer fashl gFae
TR JHRET T & &5 T hEa
SARIHIITRT BhT B |

HTeh [ewehl AT YOTTeA T IeTeT farshar/ MLM
I a7 IcuTEeheT SFad e YeTeT faaieh
HIthd STHT AT ITHITHT THET TS
TS | FERY a%g @ Tar fasht faawor
el faaenet @Y farsht amua i, S
AT HIcdTe TSl a1 g
I T TG qHA TRATT TS T
Y fershar (STEeTTs doctiagidaenT fadais
3T9ET Downline Distributors 9f+)

HNWT @ ©@
What is direct selling? What is multi-level
marketing?

Direct selling is a blanket term that encompasses
a variety of business forms premised on person-
to-person selling in locations other than a retail
establishment, such as social media platforms
or the home of the salesperson or prospective
customer.

Multi-level marketing is one form of direct
selling. Generally, a multi-level marketer (MLM)
distributes products or services through a network
of salespeople who are not employees of the
company and do not receive a salary or wage.
Instead, members of the company’s salesforce
usually are treated as independent contractors,
who may earn income depending on their own
revenues and expenses. Typically, the company
does not directly recruit its salesforce, but
relies upon its existing salespeople to recruit
additional salespeople, which creates multiple
levels of “distributors” or “participants” organized
in “downlines.” A participant’s “downline” is the
network of his or her recruits, and recruits of those
recruits, and so on.

Source: Guidance issued by Federal Trade
Commission, USA,2018, january

AT Hush! fashiar ufer fafverd ufasra sriea wTed 7T e TicaTeT SIaeT I8 ST=aid T § |
gerey fersht T Hodioryel Hieh sl HFaT-erdT o SIHehRT Too]oT : & HT Fed THUHT & |

Jea% HTehiew, Multi-level marketing SFa=t a7 saeramRilel ST ST YehTGehT HTEAT T farshishl afiert
FTAT T qafT ITIET fed deevTenT fagraars @1fE 3w o fid o vt sraweent
Ul qRITEAT T{Ues aT Telehl UHAT Tkl T18-5 | T, A7 OT=IdT Ue ST Hel @ 3T,
AT, SIS STET ST FISATEE AT QI=HT Hicleshl Tek &7 T THT JTTEedhl gHlel J8ah de
TURRATATEE SGH TS T TRAT 3 T8 U4 1T 9 37T & |

AT HIoh[ &, A2aeh HIhics o YcIeT {ash! STSETIHT Sl STl qeiT JHeh! J&THT H I<h

Qe e



TT-E%eT JEhT TEHT JERT T+ TEhT & -

o fust faawor @mT (Distribution Cost) T3, AT SR a5 (Marketing) T4 T[T

T,

o  IUWIRHICT HATIS HoaHT aq qoT ST B STET Sl T SATHT STgehet ST T 7 He,

o ITEH W faateh o aa,

o 7 T WEAH I WUHIGER! AT Part Time Job g7 &&H,
o TI-USHR § |feh, T USTIRT Tare fasiar g,
o T MEEH ICUTETHT SATIR /ST &5kl ANTE ST He | 3TE |
THHT STEEHIT SIS qeh Tl Tl TRl & -
o frfaE JSHT &1 AT MLM, G2ITST Fied g faameredd (controversial) AThics WHITA,

o it SeflenT AcaTereh HHTEH,

o el Hifrg AThaATs T I AT g T ATehisTel i amer =Ry o,
o FHrutenT farshl 3T (Revenue) STadies faaterut it & | 3aatie |

FR-5X X a7 g farsht T (Door to Door
Selling) TATETE & WUHT AT AT TUTET
(FFRT GEard T AT FTARIAT et
g fer e cEmEdr  SeEE
STTSYET IR TATEhT T AT TITEd FET
U R qNhd qGdheh! & A5 | o &l
TETRAT AT HfaTerehT ST ST STAqd
i - Toe ATES deeh! fashrr wudfs fasnt
TeraToTenT 3T YuTTetiel ¥ SATehRISRIaT aTieet T
g Targarent &R TeenT Bicdenen! ad1ss |

(i) W& T (Compensation Plan)

TG AT HaATh! Tede fasht farawurhl e
TRl Yegey fershar o fadtenet @1 & W
TTIq TceT TeashaT HFHT 7T FqERAEE
ATCd T4 HaT, i, Hae ot e rfashr
grereemT frerior TRusRT SEwRT T TeETs T
TISHT &1 | Hed It edeh HTeh (&7 aT Jedeh
qrehfesen! g o AT HicaTe ArsHIeTs AT

HSWT @ T
srafvat Fet, Fnfamifdan firatim
ST FIaged T Multi Level Marketing Ea)
TTgIaTS T JRINT 7T P 9T & 2 %0
(FJ/T FH GIGHT B TG IFT Seoia HUHT) AT
Tifad California Vitamins, US company (4f&
1 9t T Nutrilite TRETsRT) &T$ eora =
TTRUST 9183 | Chybal Nenalezen Zdroj Odkazd
ST ST "Rt T (Temporomandibular
Joint Disorders) T @TRT Iwft tifiess deaee
(Nutritional Supplements) fspt 7T =T shrier
ST foaiehasaTs SATIR STET 31T Sogehaealls
i T A TS T 8T ST9d e i aud
ATed T He Hewer fretTusnt fory | Bier aaemT 3
WA= faaieheeshl ASEd TS HI0T T at%hel
3 SHEAHThT AT AISHT THAThT STHNGRT SSTRAT
gfaeret Mgt 317 9t hr-feeeh! farshl faawor
TGl qaT f1eh TTash i SfEuant ot = i |

- W& QL




FTER YaGA T THHT TS Heed 1655 | Teaer fashar a1 faqiendlts Wiedtied T amge ahat
ST TredTe AretT FeTger afews

() THALE T (Unilevel Plan) : Tshal HTIROT fRfawent AT Unilevel Plan Y5 T b3
ST ARSIl & | I ATSHTET HAUH ST Fageh a7 faaieher STHT swdgfad (Frontline) AT STfd
HEmT U T T TR TS qUT HesiTel foRd T T+ Hersht a1 S aT HaTen! forshimT s,
T TR HIcHTe Giaares U T o e THUH! § |

(@) fguegeh AT (Binary Plan) : SAehat Hedt eisTet HTeh (2 i1 o7 saerdelieh! afeed AsTTgar
T UicaTed AISHIEEREd Binary Plan 911 T & | 99 TJHR U3l GeWRT a7 i fhen! deal
Ugfed (Downline) T SRITUS Teh ST T ITATA 3Teh! Ush T EoiT UaEIee -, STaaTs 39-9&
(Sub-Tree) 9= | ThIfqEeRIaTTS I1fKh Ug aT TG (Power Leg) T 3Tahifdtehletts GATHT U (Profit
Leg) i AT 3U-g&7 gfend, ST AT itk T GATHT UM Sge ST | BT Capping Concept
ST I AT ATSTHTHT YTcHTeehT faaiur SaeT geaeT STt it &= | df TguTae® 2:2 T
2: YT R:2 & |

() =g AT (Matrix Plan) : Matrix Plan @TS Tel=T SATET &ET3UehT T AT McdTe JIStT
A= | AT AISHMET Hed! T ATehiewahl J&d Afh (MLM Leader) 3T Hedehehdict 31T% HIded
ST FTT =STE T TS (In width & depth) ZAawh T TEET TEUTT TR The | Tqcashdic]
fetrgent THfvera aeom WicaTeT YeH TS 99 Multi-level marekting a1t MLM Leader @18
faraor e HTHEeRT TrET ST fehTer Tee faeTe o |

(&) &g AT (Board Plan) : Revolving Matrix Plan 88d 9= 3T AT afv a6 F dishirr
= | 9 SF-d Y@k a7 TTeehet Hived Heameh! fa9y g sHIet 1 Tee, SHars aie
i | frerfed gear g yuals ar e geaeT SuaiSaenT favTierd g7 T I Jase TicaTed gfaer
gfed o =T ATfeeT THT Tas | T3T SISHT shid SIS a8 T T WIcHTe & il 3ueiee
TR W e Hedl AVel ShiaHT Ealel T+ Ehe |

(F) IUTEH FSAT (Generation Plan) : I7 ASHTATS Repurchase Plan/Gap Commission Plan
T 9 TS | ag e daT fesht T fasuent e qu T faates o fasharans faffa@ v
U TS SATIT UhT AT ST TT9Iod: ITTT qraehT Yered fasht T Icuree syawaritesa
b T TRt TS |

() ggEUH AT ( Stair-Step plan ) : AT Stair-Step Plan U a&q qT daTen! faspt aeT
TeritomT & aTia e | 99 AT SIgER Tuiia e U T YaEskhalls et 3o USHT
TicaTed giaer dfed qegig Thes | el deatfed T Sgar et o7 yadehen ATaeadT W & T
docTag st fashdrel TehT fashiats 3TaR fo 1 |

(@) wfqum fyueaes @1 (Australian Binary Plan) : 3T T STITA%h (& 3U-FeTehT STTENHT
AICHTE 3UeTed T3 Tewreret AT ASHT Tri-binary Plan T 9 fieaisleal & | T A7 ST 376

e e



g7 AT SireTent SAfafis 32T d|r MeT (Third Leg- J9Ts foear SIIST 16w ) i qgvnit
TR A9 § | Tri-Binary structure TT STEMRA AT ASHMET AT Third Leg (37FH) & &1 Te
Mg deal @&t (Downline) HThd HTRIGAT TetehT (upline) FEET AT g | T3T HaeT
AT deATIGIFAHT AT Ui i STHT HEST T8 U= WUehiel Tri-binary =T AT Uk UTSeT STTNE
! farvamer e | AT aTeeh AW ST TRET HICHTE TUHT iEhT, T STaTereT T §HgHT i T
(Team- Work ) ST forRiwdTe T&ehT & ¥ AT |

(iii) Teaet fo=ft a1 Agaw AERieT w1 gl

[ for - 3 : W fEfaHeT Direct Selling (Multilevel Marketing) Model ]

JreT o= foawr B /Direct Seller\
(Manufacturing) (Distribution Receives
Centres) commission on
Sales Made to
the Consumer
by Upline
Direct  Seller ' '
lc{oe;ﬁlll\;::ion on T o T
fershar ey feshar feshar
Sales Made to . ) . ;
(Direct (Upline Direct (Direct
the Consumer
) Seller) Seller) Seller)
by  Downline
Direct Seller |
I 1
PIEED e Tl UEH
(Customer) EEICaEal EEiELEal (Customer)
geger feshan qeaeT
(Downline (Downline
Direct Direct
Seller Seller
1

e (Customer)

JUIh Tersiet Terey Toht a7 Heaeh Hiehics U@ ST=aId her] farsh! TIaRUT Sl §-5 WA IoRT Hed
TEw | Temmr femor Mite St werer fast (Direct Selling) JoTeileRT ATfYeT UgferdmT TehT Terel

W& QL



fershaTer 31T STl doalt TgferdaT yeer farates s T Hergert AT HTeshaTs o &b o fershy
T Ther] | FERY faaieh STTher T 31T, HTqedehT feshaTet Teh! foshl amda (ff g STareemT) mrfuear
T docll TgadehT Ucaer foater ATha hiHEH, S8 THqehT HIcaTe U 7T He SaET TRushl
T

(iv) MLM a1 gaet fomnt ar qeas Arhfey aveeet d@féra fava afigw@ (Scenerio)

LT qAT TaTehT YcTeT fashaT shrafient afdfafred T4 SR €& Indian Direct Selling Association
& Annual Survey Report, 2015/16 T TR favauft &ie oo fafera mrie a@ syewmmT
Ho g T 2¢3 fafaaT smftet sorenr yoer fashl RaR 7= T | Uoer fashishr et
FHIETHT TeI=T Tt I HIH T SHRERT (R0 Ffawma), = (2= ufaerd) T HIfEm (R dfawr)
oh! B Y YT & (Rank) BT YR 918 2015/16 T 037 TATHAT Sfaeiuen! & | favamT 8tet 3.4
faerden! giget Rent F&dT yeey foshient eivea afier gfget e, =i T SHifaEmT s ¥.«
gfasTd, [2.4 UTGTd T o« ufawTa gt A1 favasht det weret skl shieRaT 2t J9Tetel ST ¥<
fasre fewar et 3t deiel SWTUHT & | Tfert STTER ¥ 2015/16 AT IIHT Tl farshl <3 04
Toferm awer &9t qor giget ¥, x wfaerd 9uenT T yerer fasht et urha e v.¢ faferm
AT TRISTTR SUehT &, STEmed W Uiasrd afeer & |

IRAHT HoaTierd Fered fasht ar MLM e Shidueel Teer T Tiel §qHT STeTHT i ST
SR, ET fedi Reb! TaddT T8 Trerefl SRRt 3T 3 g3 9= 31i wRer et ug@
gerey fershaT shruHienT Tefed foremur derehl dTfeteht - € AT Tegd TRUHT & |

aTfereht -9
WIRAHT FE1 afeg Taet fa=ht (Direct Selling - MLM) F¥aeigea @féte feawor
fa. |Pes aW |qEW T gam | S Fftraa
. EQDIC ]
9. |Tupperware |Tupperware Orlando, Earl Silas Tupper SR & 2:¥< HT
India Pvt. Florida, U.S.A. ”ﬁ@ﬁ 3w @ e
Ltd.,Gurgaon e
CATRESRaRT S 3cdTe T s |
Q. TIENS Tianjin Tianshi Tianjin, CHINA T T Nutracutical (Wzﬁ'qa'p[q'[
India Pvt. Ltd., >
Chennai IS RCIE T a1 GrEEHl 59[
ueref) et HTHT SeaTe 7T A7 T
Li Jinyuan & & 2% AT EATIHT TERT
T |




ORIFLAME |Oriflame India | Sweden ST T Jonas af Jochnick T
[P)ghli‘td' Robert af Jochnick & O 2R
T AT FHEAT ST TAT TR
forw | yaTerT / HivedenT @ (Cosmetic
brand) T @it fava ufag T smwoft
! AT FHEOTRT T farsht SRR
FUST el [ |
K-Link E-Link Malaysia T Rooo fat TRITGRITHT FEAT qUHT AT
(ﬁjilg;csrftd. A% AR gl ufearR famy,
Chennai FeMTeET, §ehs, egd T STRferdr
THTTAERT JGEHT HHA HodTiad S |
DXH Deahsan Malaysia Ganodarma a7 TIeHT (=AESHT TH
T s, s s e
(India) Pvt. Ltd. TR TS | ) T AT STEe 3U=R
Delhi gret 9% (Healthcare Porduct)
3T T AT T Dato Dr. Lim Siow
Jin & TeifaaTeTe & 2:%3 i
TRt R | e gTeT IR Heaeh
HrehfesenT Jufeurfa THT el W= |
Modicare Modicare Ltd. | New Delhi, TRAAT T 23%¢% Mg JgEad fadqure
Delhi Indial (Multi Level Marketing - MLM) g% T
a7 AT T K.K. Modi &7 19T
TGRT & |
HERBALIFE |Herbalife California, Mark Hughes ST & 2%<o HT ETfue
:zgei;n;tllc_)tr(lja-l USA. I FIr Nutracutical Healthcare
Bangalore T AT 3CATE TS | T ferganfe
ST ITET T AT FHFEHRT MLM
70 @t AT |
UNICITY Unicity Health |Utah, U.S.A. |Stewart Hughes & & Roo% HT

Pvt. Ltd.

T TR AT Healthcare FHFoTer
Bl GHIHT T MLM & &7 3T
fee ST T30 |




. [AMWay AMWay India | Michigan Richard Devos T Jay Van Andel &T
ngg;p”jf‘ USA HI A G 234 faT Ed
ar FH MLM T gEer favemr 3
FRIATH B |
g0, |VESTIGE Vestige New Delhi, Gautam Bali, Deepak Sood ¥
Mgrketlng Pvt. | Indial Kanwar Bir Singh & gq Roo¥ HT
TITOHT TRERT AT TRAT PO IATS JEHT
TG, faaeshaT fedmert T 3@ MLM
HIST A |
99. |AVON Avon Beauty NewYork, Sheri McCoy BT & 2<<& HT TTiaa
oty USAT e ten awen e
Ltd., Guréaon Hi=edehT JETe Jcare T-AT favamr
TR © |
93. |4Life 4Life Trading Utah, US.A  |mresiua (Healthcare) Gt
India Ltd. Ammf 3eaTeT T A FET 6T 2e_e
HT David Lisonbee T TTOHT T & |
23 |ALTOS éltos _ Ludhiana, T JehTehT S 9=’ (Healthcare)
Lgéizzl;:zes Ltd. |India arly 3 g TqunT
TR wnfad O IR gore fas
FIOHT T Rooo M@ JRAEER ge
WU & |
¥ | GALWAY Glaze Trading | New Delhi, Sanjeev Chhibber T Chetan Handa
Ir\rllg\ls I:F)’;/Itr.]iLtd. india é & Q003 W TATHT NE A
FIOHIT AT IO SRR
(Healthcare) T =TthTd SERYER
(Personalcare) T & Tcdal fershl
ERURIERIEE
gid: Indian Diret Selling Association- IDSA
X AUTAHT Aaa® HAH
(i) THfA

feRiea TEeHT G Yo/ Wo FI G = ST HUET Heash HToh(cH TITTHT 9.9, R0%% Jf@
% UG & fob W ] T U STTEAT B | Hedeh Heh few o Hrareff fdfareht R0 << ATemT STt

o A < -



U SATLRHT JEAT AT T a7 Foient SITeaT AT Traqy-aT e 3TTE JEdT Ty Ty
TGeheh! deshlo 1T THHT YTTHT FHhT THTE bl U 9T =7 aferey feerfa s &7 |

e WThics STHIIHR] TFET ATIeh SIHTEIEE T3 ofelehl T IUMIRT ST FFITaHT
TEhIST 3t ISR 0%\ STSHT WST WUGhT §&T ATHT THIHTH TUTAHT JEdT STTHRIATS HAfTd T
afeerd 1T TeRT ITTE AT | qenfy, e staft e sfva AT stenfyd o o weRrent nfafafr
ToeITe WETRhT TIT Wy Wieteht TR Hoe HTeermeenT Yeniiyrd s e aTeiee e 3
e | @ feuent dereE, WA T <At Srfd Sha MLM o Jcget fashar sraieeel Sarer T
I T B 9 TR Ak TRUSHT T gEATeE R gREE JUTiuie & YR THYH SHISHER
TEUEEASH T TS | TUTAHT Aedeh HTehieHehT FE-LHT SATIRTNGR ToRaTE HAETUT, STEIT T
ST TVURT STFEITHT JTh! T LTS T g THaaT a¥, T FETeealTs (oetehet ToTiateaTsT T
e feerfa i Sfa=T | o1a: wforRr qemT STenfia WUX ARG TaT A7 ST FHIHT IR ATfet
& TTUehT STTCATHT Tt GRTehT ST et o, ST/ HATTERUTehT 8 Tad HTeivTeh! TaTel, Jeel
ST, STIA=eh! TR FETS WeTehl TRRICHR HERT, TS TRETCTHT Teh! STER ARIGHRT
TETEReR TRIEHT TRRATIE S Hiegud ST TTiE Seshent TRl =T | | Tt aiderfanT o
SIS FHIJART SRS TATg YT SETE Hee fash! €™ doare T+ 39t ATdrator
fastar e srver wfed aret ST TiwsRT aEgent weret fasht (e T fema ) W R0y @8
T3T U e a7 TTaa e el 3 HI U4 § |

(i) ST e
&. qeqd Taet font (smaenmm ¥ fea ) @9, R0y

i ATH e TShUTITS FUTTTHT e NS TIY STE MU Hedeh HTehies ATERT qrar-ei
I TET T STt Jdl TSI FodTer T ATe-ee STHe { G Tehl §:THl saerad
he EIATS UTIG ST=TT 0T THoar | cIdehRoT, 3 T 5 TewTeTel 2I6ehT TFaTe gqu- et Tehifat
Torly v atenifar faenfad TegeaTe hwsr: fasmefier sreedT fakar §2 MUeRT AT SAIERITS TUTeTHT
uf IR FAferd T e S8ehent RN | quef, TEA TEHT STUHT A T JH AR AT
FIUGEN 7 &7 T B W HATGRIANTE oI | Tafd, & HEar Fhien aeqes oae fash! faawr
T T91gT (Negative List), TicdTeT AsHT (Compensation Plan) T 3fad @@= & &l
T, gerer TeshdT sRFoHT AT Yeder feshdTel o7 Tegae T, TNod, i@ 311G & o g, STfashad
ITIHT Hod (Maximum Retail Price-MRP) 3 et Saieerd T, sraHT a7 faaieret Smihraesht
AT 3 T T/ SRR o FHE TR T, 7,373/ TR/ 1= Yooh STIGehT HE-HHT & herdt
I T T 7T aadent faset a9 aret et/ fEfreRT fHior Tat ar Gt aeergena
IREATSH gaT Fufed ST ¥ & W STad g7 afhs |

g. gfaeaat gagq qur ST ST WA, 083
TG AT HAThT IATE AT Taawor 7T+ St a1 uiqs ™ o @@= gfaerdl sy T, e gfaeqeien!
< = .. <




ATEIHEE 3cqTeh AT {adiehen!
gartasd  emar  fasem T,
ISTATS FATo0d TGHT EEqaT
§TATE HTET Y T, THITIHR
aur fraf=a smaifes sramets
TH=IoT T, ScaTiad o qeT HaThT
TR ifyafg g wfdwwedt
TCIHT STHITHT & TAT3 ShTHHT
TeHTET T, SATITieh  STTEHT
g T grTiad sTeees uiaeaet
fraror ™ gndEr R faw
fa.8. 2083 qUAT SR TR
gfaeaet YT T SoTR STEToT
U9, R0%3 & HIqUT YEHTEE
I HTehieT AT GauiuT
U AT g 3w |

M. SUHIRT 0T @,
oYY

IPHT o SATYR/ FTETIHRT
Yol T ST 9&T §1 WL
I " feafeansg uaT | a9,
AT HTeh (&7 SATHTIehT TF-EHT
==t Mt A fawr ufr agfeswa
Ed: STew 3PS 4 | ITHIH
T wveror graeeft fawretr SurerT
YA U e TET Anr uft
JUUSAT T Ui sEar fasfaa
AIEEAT W 3TGHT ISR
I a7 feymaw geEAT T SIEROT
JTgHeneh! STRTE TS | a&q aoT
Ta Tt uveTq i fesbar ST

HSHT : o
FETHRT TaeT ool (Eea T Fama ™) @9, 09y /1
HTHT FEl TACAER

" LR UcTe fershl a7 faaer” Y=l SSiSTauEETetTel

FH IcaTEeh HEIHT T faraien HEIHIATS IueTee &g Teey
FUHT ITHITBTCATS farsht o foawor 7T et Trhg o,

" “qEgehl Uoger fashar aT faaweR” W=Ter SRdehl Terer

ot wrereft SSTiehET a1 a9k Uae el ATt
SSTSTAUSATATE TFbIAT T Fgwh TReRT T TR
TN IHT T HUHT Ak AT AT TH¥hg 9,

" ST T A FEgeRT Ucder farsht A faawor dveref

T 7 g,

" I TE Tkl Treelt foawga ®R ArSET, arr,

FHITET STSHIE ASHT Garsg U,

" Rt i T RIS et S,
»  fyfaenT smenfia sEEE T g,
" yoyey farshar ot fadteRet UTed T e, giae, siwe ar

I graeft sgaer Tufor W gt freeemr
T o,

" i qaTaR Fret Sae,
" FHEAWT T waerd TeRft aEgent fasht a1 fadwer wg

T, (ATCTHT SeTTE g TEqeh! @hHT 9 A7 ST AT]
&)

o TR e e
" yoye fasht At faawer arsmet srawmrent femt ey e,
" g g fost ar fadwr et ey gu,

SATITIF HIH T i AT Uk T1e3Teh At &,

" FEgeR! Ucaer Tashl AT faauor arsret saEmEeRl ST

T TS ST |iafT & | 3as |

TITEE THATHT [1eh GRT T ISehT RIT i | TheTeareq & 2 &R TT STHRERT Tt ST, U, g el
ITATHT ITIBTRT IR fehfawehT 3Tfasriee Safety, Standard, Choice & Information, gHfe=a
TS I grT g fmter T AT TieehT R | Stfecien! ST SOTeT Ui STHIRhThT fad T

R A i .



STRIRT FHITAGRT T T TIETRTRT & | STIBTRT &6, fact T SARIHNERT TTEVT T 3Ll 0%y
HTEAT HTTHT STHITHT HETUT UH, oWy 3l 7 AT Ui JTHITHIS STIfed AT Thamshanm, 3,
SeATeTe STEAT ThTgHT TiatateeTe uEd T Wbl Shaws | J6eh! arcad Jere fashl Athd Heelarvel
HThies AGHTT T+ Fadriigtel STTHT TR, 3T TodTel Tal SUMIHTeRT STTUshR T fadent agfad
O T ety fedg §eT A= A & |

(iii)) T TR WTEAT T GHRTaET

J2qeh AT T Faa™ Grawe] fefeenT, R0e€ GRT WHUS AT oY fMIfhd, sqaferq T faf=ra av
FAT OISR ©-¢ TH U IR IRATTET Tfe T T | Jmh, a9 yafemy uf Jer
ST FHATehaTIee gvd aT 1Y &UHT Todtierd 3 g st ATy Seora mitwsn T ==t ufa
TR TRURT S | T8 STERAT TSTEd TTETeehT geehivTene gied mat famer et uf faey g
=Tfe 3 §3 | TR, 21T STgvaret TiuseaT ey T Wiet WG qar T faettieaar |t o f
3yt anfed g Te Rl JTETS JeT ARRTe T80T T4 SATET JIGHHT g afaws |

et fersht o foraor Tramet SadTaeTs o T 3t ST SATTERT SR THT THUGhT T THRT ST T
I SATSTEehaRT BTcTeh! STAEUTHT TS SITGHRT TF-eHT 3fect  fawgqa e faveror ey
wafa mTfae SRae | daTafe, & FEar TeTRHT ST Y13 HihunT STFHY THHT Tast &l T
Sifew Forere=1oT T =it 1 afthes wiat ek emmed Afeer ARgY @S T Ty & A w Ay
TITSTAT STERT T et o §1 4 |

EIA: Yo AMGNG T, TR T I Y[eeh G-l T TcA& T HqERIeh! ThHT Ui JTehia
g ofger off X Tt FIgHT TeYTEe qUIRHHT TIeHT W RIS |ihUAT JHdTe THT qRITeT
TTET ST f=0T T =g 7T T R 3 GEdnT g To 316 | 1T TRUTeHT T+ TS HHuT
AT TR T e IUTIEE JEAT T Tha -
F. Id ATHGlg FY AT
o T 37 aal Tl JHEIeS YiauTeR! SERNT 716 FHeHaIHT arediash shRISR QT3 aT Sod
T FRER GIVST T THEF FHeh! ST ATTEL W& @ior 3Tk FRITEHT Thicl J8dth =T
HAshdT TS ST, TRieqor T STge-uHetts stey afsar goared,
o LAl Yhiceh! HTHRIMT H, 37,9 fafereent araremr T4 steawar T Sifectar o11eT e g1
TJHT qgT TITTId g T 3Ugeh TTefenRT faehme T @y T,
® ITTEEHTT HATHT ICATE ITHITHT o AT GET feisht JoawT 8Mvh ATeeh AHaT TATSH I8 ThTeh!
THTIRT G Ta=Iar = Thlel AT T&TcTs qHd S=aT TE Jo gt fawem agd sifaart
IS T,
o FHREN &al, fafers yoredt, sFRIaET 1frere, fasht goor sreat fafaer qereenr asrRaTeT
Trerrree T o aw= & 98 g T STTaveh Ha-=eh! faentd T |

N . <:



. JAYhY GHIHT :

o e forshl STt |k Gt T foT deterht Tode=T farshar o faaiehaeaiTs a1 HadTash!
AT ST T A U 579 | TR U, RoUe & FAu HaE aT USHTRIETE ST TS g
T T UHT ST AR (TATT I e fel o) STareeIT Tehiel I8 g T A7 JTaem
IRUTEHTRT 9T TUGRT ATk T FdT FhaTehatueesh! Far qfehTer FIRHT T ST o,

o Tl Fepiden! SHGETIHT AT AIcHTe TSI JHITSTH Ferel faaiehel AT W OTeshel THT
FHITE, S T I TehRbT AT ITET U IO STTEAT & | TafI=T TeheahT YebT-eear
ST hhg! T HATIHRT UH, RoUe AT Tohl HTTHTEE Al b R SohT JHA AThMNT
g1 TSl I FFaelt ShTgHT SAaToh! T HT THUShT T2 TIE0T 7T Sgd Gvhe¥hehl a1
Tt Shsite, 8@ TIET (Cross-Verification), S@TSIRET, ST 311 THUH |

T, YR AT

o 3T:3[ch U, Roue THINTH T3]k TR aeg IcdTe, USTT, farsht ar T T+ o= 9[eh
SIS ferg o T T 31 STa=miehar g o g7 | ¥ifdes 1T yonetigrr farf=ra
I Yoo AR UaTedehT hRITR FodTer T FaeTaer™T @ 3Tvh R gt STIu=iehdT T STdee
UTEHT U ST 3T Yook TFa=eft et TNeh! & | TEGeh! Heret Tarsht ar faawor ararmeft
gTTeRT ST 3T eehehl THI-IHT HIF NG dTaf Jcdet farsht SaamemT S saadmigee
I J[ehoT=T TEIEEeh! T RSN T T TEITSHT 8o @ | 79 TedTerer 31 3ok awereeff
TATEEE T O |

Y. X a8

ITYTHHT T TTHUERT FrYUT shefeeehl STIUTT JUTeTdT Hedeh HTehies, Hedleryel HTehies aT Tedel
Terstt ST TE STl Tl U GUSHT AT 32T 7 (3ART) AT 7+ AveT famr T aifaetr 3urr
ST FEhT AT T ASTIRIGT HAEREE (St T qT oTeiehl STIq-=TT o a1 =13 a&
ST EEeRS =T &1 | 3T JIEEdT Il ST fa TiaT HEeTsigeh! T A g8 TUah! qedth
gt et a7 THTehTgET ST T I Ui sfge | qonfy, srfaciere! siquar Temee Hid
TIT-FUAT (Fantasy) AT URUTA 7 hidel T TG | TH - 9T JUehT ST ITHHE T
deT gt TrTEAT STefae g1 JaUia W JRi-ad e U8 311 Wl HEyH { §deh & =
I G |

TTFheT 33T THURT “37Te” JESTGT Graf-ad ofeht o1fd T TeT, I el fag § a1 Tue
TTHT FFIEAT Y5 JAT U gRI-aae TS | HeTHId, STi-qaae! a1 et a “TEH1g. gHaem=
arersef: HaarerHT | favaay fe AT eud wane fe 117, o weeTET Wit g shg w8t i
TTRUERT & | TEhRT WETY, “TERRT HTH SATHT THATs Faiad Tell Sftamr gHarg gamar féd

Y A < .



IfeeT ROt T el AT SRl ATEMT T, Teheehl erduar=or ge (A=) 9Tier ¥ Soe wTioreeah!
Tavam g5 | ST @ AToft favare 7 oeqeH, ae GTsTeh! arqul & @&a: g T 1" 91 §5 |
37 T SeaTiad FTeeaTTs ST Tes AT IGA0ThT HHCATS SATeHHTd TR fohfemrd uf srearraT 3am
HIHTAT ITHT AT STETT Forl, Foord T HEIST =t THTEAT Shaws | JdT §1 ToT 9 Fadr,
USTTGRAT, STITHT/ HAETERUT U TaTfeerd Tl qeF A7 Tuyr av7eh fed T iviet gie v fawama
Hihes |

W gETAER

TEHT UcTeT fearshl (e T =M ) U, oty
TlAETert YagT qT ST HTE0T U, Q053

STITHT TTET U, 04y

AT 3ueTsy fafaer arefie ammfiee

e Q¥



AT {eT AtHatg
FT HAFAAAHRT g2 II®

> -]
T TR, STATE TSR HRATAd TTerTos]

TS

TG TAT FATHT AR ToTshT FTATS HRISATHT AT &L (Turnover Tax), Tk T&HT R L (Single -
Stage Tax) T qe¥ 31¥gfg X (Value Added Tax) TRY HTHTIGET: T THEHT fa¥TsH T 116 | |
FHIERAT ST farsht T IcuTeeRe TaaureresT e qeaT dAres 99 Tk qeHT A fashr &t
3G T 3T oo fasht a8 T GgT farsh! qered - T qeHT eRTiSH TS | IR THushT fasht &
TS AT T JUTTet AT go Tfglig shtent afer o fasioar of g8 wenre el frearsear aiT
T | IATEG TITTEFHERT Teleh TEHT L AT ST ool STTIITg T T hIUSTCT AT foishl ot
U & 9 YT fershl q8qT @+ & (Retail - Level Sales Tax) T e 3Tfgfg T (3T W),
gAohT YT a0 ITHT 7 & | THHROT JHATS AT fershl TEHT AT L T HRISTTHT AR Torzht
e FUTEEERT (Hybrid) b SFaT fareh R ot fy 9l 1T | 6T T oty 77, 37, 3 31 &t Teerrared
TorshT ahtehT off TOINTA HeRNEew=aT Hhidh T TRTed JUTRUEhT ), STHeh! HFa-oHT J99Ts =l TRTEh & |

o TgRg T T AT AT ToTeT L &Y | IcuTee R fershl fararuraTehT S demr
g1 T ATMG(E AT ekl FRTER (Tax Base) & | ATHIRIA: FH [ THAETE GHGHT HUGhT TFI0T
Td TR gou fglg e | ST ummufa uo fage faeew 9 |gE=a (Wilhelm von
Siemens) §RT & 232% AT Yiquiiad AT T GaTAH BT & 231 NG ha-===HT AT & |
foreit STaTedaT T AUTTEiHT MUt FRTERaT Ge=aT Hecaqul JarT Hi goor 21fvgfe e, ueemredt
FTATeETeh! qaIGHHT ASYaT fashfad s faenmasiier T qSiamdl aur fafya srierawer staever T
fargerapt rferepisr gegereedT AN YTl ® | T, TS, TferRn, gfseus, fagmyy, wRa
TR hIqU SEHT JHATS Jod ATG(g L AW TEG T TaT F (Goods and Service Tax -
GST) THTEHT THUET & |

Cascading/ Pyramiding effect 9§+, Self -policing (F-faf=d) a faem™, Catch up effect §T
ST farIaT WUt gor Afvgfg e faveantft cAreRfRr g8 STTET AT ST JoTTefiaT geleT WeaT Heet e
ITcafereh T 7 &1 U= Aiches | A, A7 T Vertically STEH STUshIeT =J STRT STUhT TS FTCATS Jefet
T Ta TEa T ATThSTen =T 1w T Shicd g7 WAL JSThaT THehT STTATEHT U § TRhT S |

w0 e




w T g afwafy w1

STHIEAT T YT STeeh 3evT TieRTeft &1 JediT HiTeH, Trshehl He Hae TREeHT Jod SATgfg
L AN] & Thehl S | TTeh IRl JTCEHEN AT FT AR T qfeedl T ITihed &7 v 79 fedrerer
TS T SHHAT UGS | heg T AT HTGehAT g qiT ST TRe STTUERT N g3 aoid STid STIcIel
FAATS TFAEATIT TR RAHT BTt S[ATS 2, Ro%e IR Goods and Service Tax TN THUHT & | “Th
T - Th T - Uk SR I @& died N THUHT R GST 1= ag & (Multiple Rate)
HTM TRUSRT T T ekl Afashan & ¢ Ufavraeny Wehl & | Gat @1eF (Automobiles), aTfas
Ay, e witusht 927 waTef (Aerated Drinks ), HIGITEE, T HETCT, Fidsi=T qarel ST ST ¢
gfasTa HTehT T ARt S W TR @Ter awg, Tt fararw smifer @ it smyfed smfenr
T G I FTARTT T THUHT S | T, qTihea™, STTeresT, 2T T ATfeqvduT ST AT Hihl
Tehel &L HIEAH TRURT & | I TEeeHed Tk =aT o ATgfg Fiehl &t devwaT Jet 2u Ufaerd T
Hfea e T HIvwaT i < TTaeTd ohl & | TUTemT Joof AT T AN §aTeRT ad ikl Tohal aX
20 UTAeTd WehMHT Ta. 6. 052 ATTHT TS g TR 22 HTwTd HTH THUHT &1, I & ST e
T | AT TS ategor TfeRnTet SuTeteh! Hoor STRiafE tenT ofiad quuwaT X WIS | T AT ikt
GFEEHT 8ok JIThT ShIqUe STEATEE HT-3ATH T ek sk MU qTdi Hel TTeh oA AT TR
o (g T JUTTeT =g Trae Tt ST STHIT ¥R (Consumption Type) = & |

AT e Afwafg FTRT Friraa

fa.8. Rox¥% AT TS-Tdeh Ifed= q=Tq uTerdT ATiew U Srishuer disrar ar | J28r SR
T FOTERT ST JUTTAT G RIS ST=id Hod ST aTs Tseaen! Jol Aldehl T9HT TTiad
T 3T T TITGHT IT T AR 7T i fTg | FtenT STTeR fatar M Terea et sers, X
TUTTATATE qET T TETH SIS, TIE T UG ot HUTTeT TTOHT T ST UG 389 SAwdiitad AT
i STl ST W 7 et o Ud a1 U WeRT §aT el an an | go sthviglg
L grat O/ T T ST TAdfreRt fufor, sRtarar farem SR Sedter, T TRmeHT
YR AT STk HTSTET0T, HFeIgSIe qoT TSI FT HUTTeIehl TahTel eiTIdenT siee Ia
TR =TT TR T |

k! HEATET AR fafveT Her Tl STerdenT SshRETTEET JRTEd Sahd ¥ Ho Aghg T U,
R04R HETHE RoUR YISHT UTNT UT JHHT 043/ 2R/ 00 Td ATTHIGE ARG L HTi-aa-an
TATHT ST AT SATIR THA TIAR HAT | T, oI A TG L Fawmaetl, 043 A= aREggRr
043 HTEMT &iehd & 043/ 2R/ 22 T USTIHAHT YT WUhT TR i shreidedrerT fdfarenT
] YT G UTHCUehT ToriT | farsht ot TeTramerTs oo ST fg ot ST STJeRet SFTSH STfashanT
ToshieRt T 31T Yook TIWTTATS TTHT RoU 3 HTE0T ¢ TTd Hod 3TMghg o farvmmehr T (fa.4.
Rou¢ FTHT L forTT T o AMG(g e TawmT miwg AT=afeh Tsiear favmTent e TRY weTrefent
HITSHTH T%d e (Fuctional) TehfaweRT sHTgaT T 1T Sta-dT STEAT 1] TRET | 6t 3T &L
F-agh! AT Never VAT, No VAT, VAT with Reform ST el STHEHIqHT e h 9T

- e QKU



aTafT ETfarenehT fasht T, BeeT T, SaFehl L T HISST ShlelTs TTAEIT T JTeTHT 01 HTel HiGT
¢ Mgt Tafuad ST o 3T ig e T Wil | Tl T shri—aaenT shuaT fafe=T @retent awet
T e |HHAT T TN 9 815 | THRT 3Tk STRIR-3TaE IR 716 Haq 0y AT Hiawaw
STTEYRT AT T HIRATITHT TR G5 G20k G W3 TFhIgH! IuHT T THHeh! S | T TTEET
T ot 3Tg T @] WuenT e oteriq #fet ¢ Taers uie Iy e s feawent o
HATS TRUERT GE@g, &07 THLOT T A< 1eh 3 §73 | Wi Afe-mhr afgar araric = faf=r e
SRS TR TS L FedTeeh! TaT-aeTs 3T 3THE GaTd T dhat Wikl I Hehashl T9HT Ui
ISERICTE

q. e fagma T w wE ugha

3cuta &g (Origion Principle) T T=dsd fagl= (Destination Principle) qo 3fadig T
FAIUT T Iq@ fagr=aes g1 | el fagiaet 8 JhNehT TSHITs higeh T TR 3cqTe,
farfa, fashl faa@or Ta STMITHT T TS U8 W=~ J1-dT Tess W THafaars e T ST
AT AT ITWHET T S Ted Wt Aegli-cieh RO ST Fogleaaehl Wbl & | qeial: Frrrtaetts
T T ATcTied T TaearenT THTHT Hel SITERAT TT=edsh! THGI-TT SATETNG MO Jo AT E L
TATEUHT UTE-s | I, e gl &t momr 1 fafvw=r afterree @ amf gear stfvgfy st amg
THT FaSTET T T el Igiq (Tax Credit Method) @S 3 TFHR T & | afioieh Igia
(Invoice Method ) THa Wi AT ATERTETE 3T TUMT TaT ST ST Hef HehTehT WNGHT feehT T
ST T TS e T €aT hteh! huT TTHT TTTa g, ShTHTRT 3T TATa T Fieh! ShRT Hod Jig
gt §3T T JEehT ATk STTURUT Wbl & | Hod ATgg Feehr At fasisarens deer (Neutral)
F, Cascading/Pyramiding Effect Tg+ =T I~ TS, 7 TUTE% 1T TR fersht 3 JuTTefiT
W UTEe |

o ARG T U, 0UR T THT W o AT HTYf HUShT TT STTATA THTRT T AUl =t
TTUERT g TT AT L AT T TR S | TATHY, TOTAaTiel T g a%g aT TdTereiatehl
fehaTTs TR g HATATS UAehT STFHT-R 0T TREUshr £aT ff a5 T JamT 927 ST L AFES |
T VST UG T T ITHTERT S T SaTHT 3hL AR T I 3T ATt FTehTeIeTs e T
qUGhT AT I TLATS T THGTAelTs HATCHET TRehl & |

AR FHRISET FFIf-eIq TEG AT HaT TR a7 W7 T fadeht AT o o o 3STURT L ThHAETE
TSl T Hich ATEAT UAhT THT 20 HT Toohl & | THL L gl T L gl aTal THTHRT a%g T {aT
FAAR HTHRIT YeTeT FIHT TEA(2d g U, ST 1eh WG AT L S\isTeh UTed TRl §g I, TR
T S faXehT THTIOTT T+ WO HRITOH O, et TiE STEaT STRITd el shTsiiaee §g O+ g
T U & | T dTeeh STTeTeh / SHTIHTIAe 3L T, TFaT HUeh! JEqHT TalenT T hgl, Tal gareh
S HISSTAHT TEehT TEGHT AT T el TTTATRT SHETEAT THA Wbl B | AT e SHaTTATe® T, 37,36
AT T 3T el TG IaeT SraTi=ad & |

TS TAGT=HT STETT STMRT Yeheh! Ho ARG T TUTTedT STl ot hgl TRl STTER ikl
= LA <




TTOHT T&T YT T IR GSTa ot forsia TR st ShRISTCET SFaTi-erd Het JeheRT WiEHT et
Fgl T fasg U6 W HIRIAT Wbl © | T i I&d Jeheh! Hod 3TTIgTe sht AT TREERT T g
AT Ui AT ATk SFTTRNATS GEAGTH THUEhT U155 | T, L Hgh Aol e ey
T T TS, L R~ ekl shal THar hreel TGHT faleh! T Lo TTaerd T §aTs STersT ae
ITTHETEeH GHGHT faeT T ¥o FiasTd I hal T ITe- FaeT TRaush! fol | J8ers s
TR SAfEciohl STTEATHT HAHSASeHhT SHHT AT AT oFareeT Eifad TRus! © | aunfy, ay e gerd
ATEhT ATRT ToohT USTier (YSIeT) Tarel STTEHT faXehT ot gl T TUTS BTCTehT ST THIITIhE
IRATS o ST T~THT HATMETET g7 afehes |

R FH IAA IR BT

oot 3Tigfg o Geahl TaTATETs SifqdaaT ST SATHIAT Hfad T SATST & SIATaT S qT T
T AT hleh! TRAT ThHTH HUTRA! THISY 68 i Gvbrd for e favasamdt = & | giseame,
TG TR iU JITEEHT I UBTaeTs gag STTEHT IATRUTERT Ui & | et uft gor tfafg
T YUTTEAT AT 7T TeafuT ot Trees SarRaT ¥ 3TTEuiir s-eht & |

T Jod 3Talg X AT EaToRT S@d L g2 WUaT 9% aoT SaTehl Fr aFr o |
HTITRT UfSeaT IHEEHT JTATS 3NF BT e oo HAifd Tod ware ferguant T |
AT faeshraeiie quTel SATIRA STTavIehdrhl a&qes, feref, ferdre/ SRaar ST Afeh oe
USTUTSRT AT, SR IUER, TR far I aEg quT HaTeE HU gech! YT TeT e
TS | T, 375 TN TR G& Yokl THEEHT JUTAHT Ui 2T Yeiei T HT=IamiT dretiet g T UAehT
STTET - ¢ HT & G G I T TATEweh] HEAT T 3 TEehT FIT | aF, T G G g T Tareeh!
HEAT T3S ANT ekl SR Faea 18 ST UHAT S T~ TehT TiSealT TSeeHT 9 J8eh! fadfi
L geahl T e ¥ Y 3 Ut ® | goF 31l kT SRITHT Hepe caTs I%dT srivfd ded
F STTHY feTeeT STaveh Te =AW a&q quT Jaresals AT L g TR L Geohl gl faamhen T
BT 13T 3t s S |

o AATG(E X AN TaThT sRaaehT T afceerfaerT ST cafaeieT g, =itdl, gaidient medT, faga
3TE T P HUT ST FTHT THTAST TRUEHT FIT | JERT T@ 33 Hod AIlg Heh! ahat
T et st e 9= Rl v aferet g afehs | s wri-aeh! fedmeer g8 quTen fafaasher
a7 FHIHT At TEGEEATS A FHLRT SRS T3 HTeh! R 3T¥ HUThA! SIS fawrah JAfear
TH 3T STl 3 Ygdeheh! |

3. Ao Afvafg #T0 gdf T degee

fa.®. 0wy Fider aganT GTfashent fashieht STaEAT FA=Td gdl WUHT FEERT TE&AT R 0%%
T o | Rowx HIGT ¢ T e gor gl T AR T gTETq e S AR aEq dUT AR
FREN T T JHECE (Threshold) =T WITYEHT HHER T+ FETTes oo ANglg wt gomefmr
Wq: TG T | Yoo ITgRg T ST=ld &d: Gl WUeRT hiamT T 9is 97 WU died ST

- {wea QKU



«,R0% FAETAT AT, T 04/ wu AT G Afgle AT aat wenr forw | A7 e sanr @fa o
TSI ITATeY T Ui deehieti< a0 T aRfeafaar ddrme geard ¥ 7 o ofaeer e |
I TG T IhT gl e @, ITETeSH=T hH BRI g FLETATHET Tosiel T, 37, FTT adl g1
ST 3T% T SR ST L& T AT TSR] THEEHT W 7, 3T.3HTAT &l §rioh! Tl Ioai@H 14
T gfg g8 STTs vy Uit Hehmredeh U A= U | J=If, gt gesehl HeaT aiToTeeh
fedTereY AT STehT 1 ST ATEHT UM T&T TUA Jig WTRT &, I 9 BT SABCTR! 9T §THFS |

o ANMGRg X FATIHT SF@UeRT JUAT HISATART THEITATS GHTIT T 04 ST HigAT
AT HISST ST 7T+ HiehT féd STauT HE=aemy shaT gal T S8 YQH TR &at TaT are ST
guq faeer T e TG A ATEvT AieAR § qour Afglg R qatenr SfeHes dis art
IZ ¢ TTd i@ oo STWghg HTehl U7 HrEi-aa TR =N0T ST, 04 /Ks Hl Foie Jaaed
HThd TTRTeRT T | A7 gat AReRT SReT 9f gaes, STfe af Rouu /U T e 1.4,
RoUT /W AT T, 3T.5THT T Gonl HEAT WU 3o ig WIaRT T | TTeT ¢ TG 0% TSR =T Jer

FETAT (AT T 003/ 0y TH) Te ARG HTAT gaT WUHT B | TS ToTea fTmTeht
IUR I JTaferaey ST LTt o@T TR (PAN) fo stamr & 2%, 24 qur St wmft
AW TR Tl FTETaT <,¢¢,¥R0 (ST 2%,33,00¢) WhIHT HTEHTTh AT oaT T fermmey

2,0%,¢]2 FHIETAT 3. Fah THT Gdl ookl & | IO FHeT HLETAThT Hi 22 Tfqwrd T STadraeh
TRt SRET TR fAHey T 9% idwrd HEETdT 5, 3T.AT SdT Wl SRaws | Fi, T Fdichl
TTEAT 2 &1 9 STfamivaT Tafeseh ST gl gehl TEaT JTcafteh Wehl B, 7 SATEATATS TTEhT
T HATSTeh T TfeheT | e, JET 7T I~ GHTRT HRUTEE i T JEeh! i aurem
UfEcAT3e T, 3T.5RAT STHATRT aT goh! T SERAa% = TFUT T hi==d g T &1a-s |

ffeera ThmeaT FHeRT TR HRISR T FLETdT Joor AT fg FTAT adt g7 AT T T drfshushy
T TAT FRITRHT HHT 7 IECS & | THT FETATEEATs FHch! SR TeT T e JIeHT
JURICSHT ST MU U5 | TUTCTHT T HRT-aeh] Geehl IHAT &, G ARG BT TR
SHETcS EUTShT THEEHT U Higel &. AT AT T Figel &. ST AT &S el Tegehl BRI
THAT &, T TG T 9% T Jarehl Tafyd SRIaR T Samehl ghuT sie A e TTRUERT & |
T ST Teh YChUT &. 391 TSIaT TEieh! T o IS & ISR gt T3 I It
JERIcs Tl TTaee ol & |

G L TAT HRIST HT (IR0 ) TETI I, Tl HHT qTfeheT TG ST SRV Ui FehRaTeTa%et
STATIATHT T TReT U565 | aX, THT T HRER T+ FGariel Teare gaf a1 s1hyma ot
TR T FATS TSGRt A1 JTETeS Teh! STACHT 9 FIGTATeEah! STaEATI T &Y §¥
UhTST L FRTTHehT TedTeel THT TET T 3Ugwh g | 3ot &L JUIell JRIaereR STRIT,
R0168 T YidagTel BTeh Jelehedeh! ST T T FHRITRRT ATk TAT 2,22¢ STANEhT il Wehl
T T SATIRAT AHETeS & TT ATGehT STEHHT FH T fGUsh! Gl ST T4 &1 Seles Ihg
TR AfhUshT ST & | 3Tq: HATTHT hal TG Jo STFg FT gat g7 ATard T+ a1 &L T
FHRRT ST Tohary TR Tl SeRicgehT Trea-emT 8Tel giauanT AaiiaiEt (Contradiction) T

100 A




STV USRI GHfd=aR TR 3fad aiwTsia @i afentAT J8aTe T gal T gdl Grsiieht
T SfEe TURT TRRITEE GHIET 5 GrEre T b geanT fieT g |

¥. & fqawer T T agwliamnt s@er

oo ATGg HEAT TaT g LTI T STARIHT L AR RIS TSI BT I el TE-HHT
T TararwoT Ut T U ShigHT AT B | T AR BRI T a7 FNEhT ST Geb HT qraiT J&ar faawor
U T U G5 | HoF SATNGTE T URTEH STid aTel Uk HigdT L STafehl HTfash &L faawor, 33
HieAT ST 3TafershT guTiaeh s faawor T ar afeT st srafuenr =turiass T faaror I 1 o sraer
T | JHEICSHT W ISR HT i T oSk FIHT HTAT AT § T T-TTHT HGTAThT ATHT STHTIEH
L feraor Ut 7T O T ARkt Tl SuehT E1ET SO (R092/ 03/ 30) A YU
T HITRT TR T[Eoh! HIER T+ HERiTel ATHT o STaT FTHTIEeh HTaH T Gfch HaET 99
THUET & | Bleet quT qeied adriier ST faaror Ut 7+ & tafer garfaer srm m afe o
Roue/UR NG HUT FEEAT 9 JET A B |

atfeat . q
qa.FT faawur faamur (0w W)
fas. R09Y HTEUT AfGA™T a9 WU fa=uT S Er T PIRKE]
2. | foamor EIET ST FHETAT Hedr 2,2%,00% ORCE
2. | Sfae faewor R FETT dEear 30,248 U.R%
3. | Shfee foawor ereT amr der ©3,0%% ¥4, R
¥, | I Taaer geRs FETar st 3R,08% ¢
w. | foeRor TR HEmr gedr w355 32.R¢

GIeT: =R TSI YT (FHeT8ve Gfr)

TIHAT J1g §a UGkl TRk TFaTehatd, el STRT S@Ta T TRTTHAETE -t 9T TR JoT,
FHEETAT TaTelT hRhH e STRROT ST T e T9HT AT &dl g7 TS fafa=T smmyfderdiee
ofie TTEHT TTIAHT FHRUI Gl HEAT Jig §a TThT VT I gdT YUHT FETATEE doiel Tfad
FX fagaer arf@er T (Non-Filing), TRE@T HUshmTe qiT STferenist a1 @ ST T faawor a7 iee
T foraoT (33 STaeumT T fag T ) YT g TeRT ST 7emel 8T | ® | 3WE dtieisht 7. ¢ AT
Sfeatfad faeRuTeTe 8 a7 23 ST §75 | S a7 Shige T TTaruT UeT 7 ShETaehl STgarawT Sfee
T faawor (T fag o) uer 7 ETareRr et T =T g W ST T fawdeRs fasr ot © |
AT AT FL Hhe T FHL TSI, Jof Teqmerer o= 7 Tedert T I 815 | T, T faaorent
gteT (fee, Sfee T 3 &L faawon) T Filing AT Non-Filing T feafa i st aeTiimarent stawerm
TR T T3T TG ATE & |

8



atferT A, R
VAT Filer & Non-Filer in the F.Y. 2073/74

NonFiler

Filer o ® NonFiler

71.42 ® Filer

gId: T=aRes ToTed (9T (FoTave §iAR)

TR TS TTTaTTE YehTieTd SifehgTehT STTER AT T A SUhT FeehT STUGEHT ATehUehT THITT
T TTaoT T3 HETAT (Non- Filer) e 31@TS UfdeTd WehMT gl H&T dedT Non- Filer afT
TGS T3 AT F.R003 /0¥ AT ¢ UTaeTaeh! TRERINT JHhl JUIh dTieiehl =. R S1E 3@ | afaar
UT T Toaureht ST 2at fafad &t b (Sfae faawor arfaar ) Siamr w=T T Pesg
Fo (T AfeT fague = fega o adt wig Shiee faawor arfaer ) a1 #RIER T9ushr 9 5=
TIauT RIS FAGTATRT HEAT IGe TURT q2Aihel SWIUHT S | AT, 044/ w& 0T Sfee faawor
YIS FAGTAT 30 UTerd, shiee faawur e G ¥ < Taerd T I TTamur THhs- HETar %
iRId WRMT 31T, Ro%x/ %4 T Sfee, ez Ty faawor Uer 7 Hearar A 2], ¥o T 3%
gfaerd el Sfams | &, 3. R0/ 03 AT IEYET Sfee, Hiee T y=r faawor Twpea #emr
SHAST: HR 2%, U2 T 32 UfawTd el UIe-s | Jadt Sfae st faawor afaet = #Erdr a2 umT T
Hiee TT I X TTTOT THTS FHETAT TGaT SHHHT g T FHef qdiehl Th ATTEN=T SET HLETar 3T+h
Non- Filer TS T HehaT qT o TETHTAT 3o feameet TRl aietd a1 afeh—T | &rd, gat
TEHTHEY STUTHGT &I FHGTAThT Tk HRITR €. 20 AT T Tgeh! T Jod Aglg T srgefir
foenT ARTeM @it 2.4 wfaerd @ Wl sfees | aTiie .20 ArEsi &.3 HISHHHT HRERK
T FHIGTATRT AMTETH T 2R.4 WA T&aT afeht <4 WfaeTd Tsia ST &.3 FUSHT S&eh
FIER T FETAThRT ANEH ol S1E-S | TH TR Jod AMWITg T GaihT STeTehl ST T
ITAT 0T AT T FIETATEE AT & T TS HohetaT Seal@H 1 ARTEH T+ HETares
= HEAMT &g ee 3 gug Ue 815 | o faauT, ST STgelt T o HevTiTdTeh! IaHT STaeeTeht
AT IT Ioci@ THUHT A e AT T TEGreriaes Teh! q2aiTd Ta=uT ek 91T ST 310
T @ | qeed, A7 fasas TRfRaTgEs e §9 T8 T SRTTATeRT TatHT STUTE FUR e
T yuTEAeT 31 R+ fafera, ufem T g W dfes |
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Y. Self Policing feature ¥ Catch up effect

TS TAGT-HT SR STHT Yehieh! Ho AT T TUTEAHT 3T hglh Taiq STTER ekl TOMHT
T i W= O WY O S TRUH © | e STRg g shieh! U3eT et UeT | Hiia AT ugia
TS T TUMT T @G/ TSTOHT ftent T fershiaT Hehete TEhT ShialTe sheT T UTS- | TET T gl
T forer et feshiaT STgE TehT T ST HUGhT STTUTHT HIF TS Ted L aTEe T 0§75 | T
FaT TFSEt FT GleTeRT ShRT ARATaeRI-aT T o 4TS T &tsteh ST &t (Under Invoicing)
GiEadiel 9t T fag o= X, FH T el T 9137 §aT AT TISThT TeaquT A5 T Tumei=aT aet JoawT
dffstr STHRY &t (Over Invoicing) ai@t &t fag w wg ot feshamerr feq faufta g wushler g wer
e HoTHT § HRIER T T ISR g T Th3TehialTs Fa=Iur T o mée v Sgrias
HI=IAT 7 Self Policing & | @&, Jod ST fg hieh! el YR I&g aT AaTehT 3i-ad Gogar fnit &
UehTeT 3cUTe T IS TqTHT S farshy-aT 9t Hoof qwTg i &L faT afsear agur et &t fag o
g9 W SgTf<aeh gTuTETE Catch up effect WS | o 1fwgfg s fafed o faroar/ deasht
T IcaTe T IS T W Yoof TS hL Bt T shiaTar TecaTied e T 3T denT i ferfamer
X BTATHT &S T UM IfSeddT TeeeHT el STAUshT T TS g7 75 Hehe™ §F I T8I T
THAHT F Tk TG =T HI=IAT TNGUehT 578 | THehRVT Ui Jo 3TMgfg it Jumef! swaid o Soet
T §8 9= TS | god 3Tale iehT awhel Sri-aa qushT Ffseame, fagimyt STedT J9Teear
A qeageer foweel &M Mehlel Ui df TReE I Afaem aifae T e WURT g W g
ITEIIEE SWTUHT & | O, AU ST foehraeiier GeeraenT H AT faniodies STagruT qor &9uT
T g -TEehah ARTaohal TSR ARGTATS Ui Sth ] TRl & | I8, TUTedT Jod fghg T
FATAATE 3Th THTTRRT SIS SATHT AT HTehTl Weedqul faiyar AT Self Policing T Catch
up effect TS U7 TIH T TEl TS FTERAT IAT TR YT T4 T4 THT SHeheh] @ Wl
ATIE kT uf famfa TereT |

. &Y foRat avereft soaen

HTIROTART feshmT HehetT TehT X (Output Tax) W=aT GEHT falehT & (Input Tax) ST&T U
feerfemT st fopdtent steremT fastT g7 | o7a: T, 37,36 fhal e hgish aftorla & 9= afees |

3. AN WUHT Het 3T Tawa: fid gaad ™ evdel aRiT qwat-od Srqul @ig/Sermr
fatent &L hal fam sawer TRueT 91575 | T9ehT STATET FgAfaeh JI=Iar UTe ST=adined fR=InT ar
HEATHT Fg-iaiatet fateh! L thal o ST=ied Joet © | ATerdT Ui L fhdient SrememT e
Tt ToRferent wemer Tfgent a1 o= fafvreT stereermT aua & et fa sigHT srawen qour stfvigfg
FT UF, 04 qAT FEmTEell, 043 AT TNUHN & | THT GHIHT 3h ATEATEEHT qTHE, T &3
JATTHT 9 & | @I/ ST Taleht htent ThH TeshiaT Hehat TEhT FHTETE gl aT ATAR < Hferae
T et uf afeht T TR ST T HieANTEhT et fashimesr anferd ufqerawmer adt fehmt
TEhT STTIRAT THR L Rl qTg- ST UHeRT 3T ¥ o TRET | AT, HEhNETE T geshl gladT
ITe STRITET HeTel faerT s, T Geohl TRufd UTed W3 g3 a7 aguelir Tbidr Seifss JaTerET
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STRITSHT Tt T TaerfaerT fater s, JetasT et TRusT L, faesft e @it faer
F fpal faga TTaeree oid & | TEehT Al L G2 g ag T HaTewsh! YT FHTIEE G8RT
TifsTHeRT T fmdT Trereel} sHeree aud bl 2T -

o TS (FISHT Hiel AH), g7 T TRR-IYS IJUNTEE HI IcqTe fosht TaT ISTTHT T
QiEHT TR T F2T3aT feht IS U4 STGURT T STEEhT ThE TS bl fagH,

o TgT JENTEEST ST IcuTa fei=hl 7T ISTULhT TS GHGHT TRl T HIT3AT Sfhl PHISF T
I EUehT T THAHE Teeie Siaerd a1 feat fag,

o IR det IcdTE T FQTT JTTe%el ST ICATEhT QRIS det T TQRMT 3cariad aedfa
=] T 3T YR @Hde TRl 7,37, AT FataTet HaTalels ST ScaTe farshl Tat 33TTeh
FUAT ATfE Tt L fhat fag,

o Y TETIHI FRER T ¥l S TN STHT FHFT ICATE Tashl TaT ISTTERT 7, 3T 3T
e wfawra s fedt fega,

o QAT TRl ITUTE T TRIeH T+ Taeil JENTeeel I, 31T Fararel Fararelrs ST
IcqTe forshl et 3STTRT AT U= TiaeTd T bt fag,

o amT Trdcten! UFdTe foe, Tohdl T WiSEdad 3catad T Qe TS T, 7. HTT gaiaret
FETATATS ST 3caTeT foIsht TTeT 3STUShT HTHT Tt Fiqerd T fohar fag,

o Tl FHUST JTNTeT T, 37.3HHT qATATe LTINS STTHT IcdTe ToIhT TTaT I3TUHT HTAT TS
wfaerd s bl faga, at STaufaerd gt ST IcaTa T+ el HUST Tl T IcqTET
Tt et I3TURT FRaTe WitEHT falehr T T2T3aT SRl IS U INGUHT FHT TEEhT T
T fat fag,

o A TS B TS T+ TSIt I qT YSHIhaiel Sfer HISTSH hIMEeh! Foal
9T} a7 FARY AT fatenT s Rt ATHH T, 3. T aTaTel FETATes osht TRe! JHTOT
o1 AT =T ufdere feat fag,

o forft IcuTa T TRl I ST ITE T, 3T HTT FATaTeT HLGIATTS ThT TT&T ISTTRT
AT ool HiauTd R fmar fag, a1fe |

AT HIeTgesh! TRT ST Far=or 7 T orfies fedTeret UK SUTTeeaTs HTEvT U TieaTe T
3UE FHTTeTHenT Ty fefamenrt T fbat Tramelt STaweTee MRURT gTEes | aT, FHETdT, STHBETE
Hehe WUh! AL frdl for o forfawent saeem qou stiiafg &l ammr fagraaT 3a =
e AT Tava AR e fagr fauita @ w@ehr e | wiaeaaicash ewar HTse Teeh
STHATS HAGTATRT ARTACT HLETUT T @ISTT T STHIRIHIRS TATHT HHIEHT TET FehReRT R dehisg
=3 (Fair) T d2ey 3Miie fifqshr giesivere aid staa e | A Wil wrfeer
TTHeRATeRT T &9 33TThT T HUShRETATEEeE i fafa=T ferfement feshrfewuft g ment a7 fawer
faameq & W I |feh oTawer &7 | JEeRoT do, faft, aeafa =g snife 3em T demse Scae
T YT Tagual Hhfcra qour sIvalg & fhal giaem (Rebate) T fawemT e awtem wr

10y <



TSR T STET S |
9, FY dAiew T FRER fvgm

o ARG T AUTEHHT L SSTehalTs ST T @ HITSITAeh! S9HT Te1g-5 | 3Teh! ITeaHT =T
F FG, R Thal, FX Foha, T Faawor T FRERERT Te s ™ dedar & sfieeh wrefrs
e HEcaqul FIEET T JHI0T &, STEel SRR YUR! STRRT THITT T4 | 9,377 &di TR T
FAGTATS TEG AT HAT STTYfA T HTIhels aifsteh fag U T afisieh Ty UTdehehl Shaed g W= ShIgAT
AIEAT SfSTehehT HTI-LMT TaIhaT qIT ShaT gaATs 3ideh TR SHTUeRT S | JTaTE Ui J8eh!
HE 99 ISR §-5 | JTRT A1, qo STIFFg T FTSIHeRT SATHT T HUGhT Sfthet i AT S aT
HAT BRI TaT UTed TRT L SSTeheh! ATEIHSTE 5 L el T L bt arell T dam T fosht maf St
TGhT T SSThaITE et THeh! ohT TTSTEd T8y QTG T U+ (T gl TR Sifehl g 373 L) §aT
I graret fawer e1fq gaestia 7 & |

T SfTehehT ST oo AfGRg o STt aHT T GRT fasht HReR (W g9 &taey) et
Hfeged T sftsTeh ST 7T |fehel SHareeT TR TEehT & | FeT GooHT = Shieh! T THTINT g Hfered &
sfrTer g Stgmfar feret amer SR 7 UTees X, JTETE T ST JET 9 T e | A1 sreeh I AfeT
T FIR TEATETE U fersteh STRY Akl 1T w1 B |

TOTTHT ¥, 3T, 3T FHTT-ahT SHAHT &fSTehehT TFa-e Y THEATEE @1 Weht & | ey faet femfa
TRl TehTel G TEehehl, ATEdTaeh YoomT sftsieh STRT g4 TRehT, s foret/ 3heene faetent steafess
eI, TaRRe sffsTohehl TRINT, ShRIS TTGTehT sREd Wdeh affsfeh & STRT A+ T TAT Ui ufe 317
ITIHRAhT oI T THIHT ST T, =T qT 37Tk STSTohieRior THath + 3@ W HHdehdT STedT
TgfaaTs Sl T @ GHEThT F9AT fe dfehes | 9,37 R Tl 30 qUT iRt T oA
T TS FHIAIGE AT ardeh 310 a9 g | 60 @ T8 Hiaeqdiche gere MR, e
T STATIARUTATS FUHE T TRt ETer T IRETer-eh! T T TR 316X I3 | o7
A g T gHYfE T U ~IHIeRT A% SHI S ShieEd TR 3TV daTeehdTeRT |Te AT U
=g | Tafad T oTaeRt ST ST, SUIHT STTRUT &Rk, faet fefer @emr faerme
TITHT AT HRIHAEE, L TF- STHRRIS o1 TR T =GR TR, Qs Sahe T
ST ST FhaTshaTTIe® I T dT I |ifed g axhed |

37,3 AT §IhT J@d ekl @iE/ fasht FRER fem ™ TS AT drear e
BT faehrer itushr o | @ieerdl qerm fasharent @ faeror afeq e ™ qaETERT =
&fSTeh TFareT SR T YThITeh! THERT THT g3 HEaee 3t HIHAT ol T | JEETe HRER
T T sftsrehRen! Tedr Afh TR STWaed g T T TOEI0T G T el 37T shideh! TaattaeTmaT
FTTeE fae STavash GeAT/ STHSRT STEHYEH T TediT T e TReushr Rl | g8 gehr
e THT TGRT TN T THUHT 9T AT ufgear aueedr o ol sHroresT a8er fawar s
o | TN SHUST: STYhETHT Uq TUehT AT Ty STT=diieh TeTeal favTTehT TTUTShTeTae e STYaT O
NG RN TTeqd Heehohl =T | T TOTHT GER T+ SHHAT 7,373 T9at0r U 11 ferawot fereter
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HTAHERT e-Filing T+ T AIfehUahl HAT=T Stehl Wit/ farshl HRIETR, T/ THTHehT faawor aud
AT FENT 7 U SraeT Yeuts v HRIER R faveer fasiy e qTusT © | UET SRER
RrgTryeer freh uftend wa stfures STHeRT Yere: gTereh! faefdiar wReR frem urefier @fe/ fasnt
FRER, TTg, AT TG fT99T Reporting F&TAT T Reported @ETarR! g@ et Jfer,
FRER S TSR 3TTfe FHT L TTERT HEsT Uga FMId TEhT & | Mismatch Report 9=
AT JUTTATATS U3T Hecaqul Jucifeershl & far aferss |

©. FEAAS FT TAEA T GIAAT FrAfeam q@wr

ek WETRTRET, TG QT FRTET 3ATfaet TriTe 1 O s uaf fhameratraee fruftor M g smfsm
FRIGHITET g TR €T wRigas (Fuctional) T®d J&M TRUHT JoI AMghg T fawmm T
FdoRT FRAEEh! HTSICH ST GFed: NATTHT T8 YehTeh! Uil STVTE &1 | deohlei
T T,37. 3 YRTTEAeT TFITE T3 U Tl HaT, ST Hehat, T qeor, T fal, gemr ufafa
TRTRITERT hRiee ST ST ITETEEETE TFITE g T §ieh IITET/ SURTTET ST=HdenT FhaTehaie®s
T qreht S farvrer TivwenT ForlT | reetTe st s faferedT STI3geRt |ret yeTriaeh dafeRT
T FHIERICHT 9T Uk feRfoment Faa- STTUehT STT(q groal | JeRT ¥, 373 TRTEH ShRivereh & e
HoaTe TTRUEhT §aT TesT &el HRAATS T HRIGFIE g 15 HGTAThl STMeRg STaTerd qiehTel
STEATIT T+ THT Hed TRl R | ST UTERT &T0dr T TITIehIAT SeT3eh! aTiT Tiushr ar
TR e iGHATUT U qrasft weht qe fomr 5 femrferamee wed wfehr i dfehes | .37,
TRITHHT TTRUEhT AT STATIATS TS TR ST JUTEhT TigeadT SHEHT THd 37 THshd T
fafeTeientor 118 T fageh! UST 3SR dc JHETe T YURT Thatdl T §@g SIg9a Ui &
I Hiche | AWM STSETHT T, 3.5, TR TR Tl A1 hiehl TTET T3¢ TS HIhd
T T+ e 73T U TR ToTed favTT T ST=idehl shaieidiehl ST (eh JCEHT ai
TSR ¥ T & | T, T TS b 1 fafereientor T 329 Tt shearar &ar T
Tl TFt HTIEe T UaT dheg aT TS HTohd HouTeld T4 Al T SAT=1eh TTed JRTTe
F=qita MU HSATHe TR T I8 Treft ufsear F17 FRATREe o= diemiel Tl 2 {6
I ST 9T & |

3.5 TGS el Sitar T INTashil SHTSenT T &t Traweft shriee geafa 3 Hrefetshd
TTivwskr R | gou Aty T favmee g% Ukt AT UfHAT HHT: SA=iaeT HETAIEEHT THdT
faEar wwafs BT TwIwT & TRl T, 37,9 FNIE hPgesss WU R | URirTen Stawmr
.37 qat g Teed, it faator, &t fraftor, st ot fier, &t fedl aeft wrw o71fe s
TS PR FUTTCATHT Tfae T O Feifd ookl ST qraf qisecT SHIET JEHT IR g9 TR Data
Entry System 3% @it T H3sT EFFIE?ff | Wﬂvﬂ?ﬁaﬁ Audit Trial Report, Return Detail,
Payment Detail STET Report &8 Hd UTed T+ Ge TR fashter TiushT crddmehTenT Protax System
HT AUTATIRS THTSI 718 AT | farTa afeseh! STqwa T ShFJeten! dTHehTal- STEvashdlelTs (e
71¢ dTfaeRen! T5T Oracle Platform JaNT T AT P YUTTelieh! faerrer TR @] TRET | Jdt
g Tl aamT o= JeRRehT TRt JuTTelt TRINT €8 BTl T el T d Teies

0%«




gofes i fmior itwenT Tt & uTelt (Integrated Tax System) SR Wbl & | ATRI®
T 000/9¢ NG TANTHT FTTHT AT YUITelt &l AHT ATTRG T Officer Portal T Taxpayer
Portal 3T Gfaemges & | FehT Taih adu HmT T YE=er PAN Search, Tax Calculator,
Remuneration Tax Calculator, Mobile Application, Tarder JUTTTHT ST X TereRuT ermrdeht
T TTET ST TaT Giaees aHd 3uced TISe ST & | JERT qeehiei = 1, 37, 3T TTTE-HT
AT PGS YUTTETeh! FANTETE g% HUhT AT ST Afeeishl ST-aiieh ToTea FRTHTEH SATgqaT
7k 3 uftgee T faehfad g8 IaaT ot TRTTEE 9 SaEr o Tiataisl sTush! 7egd 55 |

. WU ATHATG FT THATR! JG€AT T HHA {(STEGHT TN

3TRefeR I o3/ 0¥ T AT AU SFTFHR a7 TR TUAT HoT Meeed IATEHT Hod 3TTIlE
FThT STIATT HAHT TET Tgeh! S | SR T R0/ o T FHe Mewed IcA-HT Hodl TG Fah!
STIUT %% UFAT WhIHT EUTSHT THEEHT AT I §3 AT.F. 063/ 93 AT &. % Tawrd ekt
qeATh I FALIUTST TG TehT & | 3R I 003/ 0y T foTa | 317,97, 58T H, 375 Heheeh
ST fersor TitushT ATfersht . 3 WY UEGA L HeheHeRT YT (Trend) &af ui goa sifugfe &
Hehet SGaT ShHT 3 Tohl SIEws | I, STk o R0/ 93 AT Hehfad Hef TS &.% T ¢ 376
2o FHUSHE Yoo STNTIRg FTehT HIT &.2 @ R 376 ¥ 2 HUS &l FHT L TSTEIHT JThRT ANEH R
) WA TS Halsseh 7 9ae | iy, Terferd el Godr ATgfg wumed oTmma famgar v
I <R FUS T IAANH TIAT &. ¥R e 4R FUS Hohe HUhT JGaT T Tedreet 7,37 Hohar
HTEHTHT STTANERAheh! ANTEM ¥ o FfaeTd AT {goh! STTEAThT TF-EHT dTle STTeTohid HlfceTat et
o e | for, favaeamdiertori stiag AuTersh! srefeawer fava srfd=ere gTfad gT e T
T SSCYRISAl, BT TRTRIAERT HYRIATERT U&7 T WUGhICT AT H¥IAT TaT SHITRT Fidegares 0
T O SNHT YR Hegel { YSRIMT SATUTG T, 37,3 Hehal-eh! STIUTT 9eg ST TaTHTiash = & |
FHRROT GiT STTATAHT Tehet g 37,5 ATTehT 31k Tnitar i d @t STraiehathen! s
IR @3 U STedT ETHIATS @ | NS ST Heheleh! TN faeait dige T qrafT J=aw
foguT Hehet g TSTaWT TS TTURT =IAAT TNIIUThRT AT JoI Mgig ekl arrr fae) q
AT T T TEAT IMGT FHHT FASTRT IR TR T, 3. Heheleh! hriclls 97 THTEhRT T
AIHIdTT AT TS TSI AEH § dahen! SfEw |




arfetat . 3
VAT Collection (Rs. bn)

70 ¢
60
50
40
30
20
10
0
2009/(2010/|2011/|2012/|2013/|2014/| 2015/| 2016/
0 | 11 | 12 13 |14 | 15 | 16 | 17
m VAT 19.1 [22.39(25.64 |28.49|34.1939.57 | 49.86 | 61.06
® Production 6.02 | 677 | 84 | 977 |11.2712.8616.21|21.18

Sales & Di stribution 33 | 425 | 556 | 637 | 7.84 | 9.22 |13.36|14.99
B Contract & Consultancy | 2.19 | 3.12 | 48 | 548 | 5.79 | 6.54 | 824 1 10.19

B Tourism Industries 094 112105 | 1.2 | 143|176 | 1.41 | 1.87
m Other Services 6.65 | 713 | 583 [ 435 | 6.22 | 7.14 | 8.64 |10.24
m Reverse Charge 132 | 1.64 | 2.05 | 2.00 | 2.59

GIe: =R ST (YT (FsTEve 9RAR)
QTR AWM Aeq T AWTHT FIHEE

ety g ATRg et Tt vareeshT T St U 39t TeROTeRHT ¥ Wi SRaushT

TIEITEE ISR T GHTEIRT 3UTT GVhISUshl Ui & | Qe oot SAfafg skt Sgiinaen sraremom,

TCTHT ST TTUERT ST HAEAT T T HAT-TIehT T AT SNGUsht AT Sfectiad Tareres

O FIT B a7 T faserets i et Tt STt GeReRT wrieE STE ST HichuHT

srufera uetisy gTfaet gt favaed g7 afe-s |

o  FHISATR! HEAT T3 V=T IT URRIFAT ST Tt gdl Tk 5 € =13 U,

e T[S HY Whl HEMT Gl HEATATS T HehelehT JTURAT JAEedish T Right Sizing
Ty 3fed g T Sfeeh aataTs TRy fecaTted T Hifd fefar s g,

o T.37.FWT adl g AT g a1 g W TrEeHT |tk Wi U/ e T, 3T, T I
T SHETAT THITHIGT STBUHT T TH STETAT qUT =S FETUhT §aT JHeies et
STTTRT AT At g HIITAT THEIAT g TR TR TRHTSH T T,

o  FHThI T T IHRIeSH araeT fafi=T sTexe ufdaarel 9ud faushr QyTaeTs ST 714 &Tet ey
TEh! AT ToheT aX { 23 TTaRTaeh] & U JERIeSHTs 3T% shig auer =T Ta SUh &,

qos



o fafes WUTEliITS FHeg TIHT FIRESE 716 STETEHHT T SHTS FHIATATHT TS L
TSTTERT TUTATET ST T3 319 ATSHT Afed SRUTeg, HRIHT doare T,

o ITat-favTiir TH=T W T4 STEwH Haw=reh! THufor w 3uctfsy negw g ferfamer = ud
teren forstantantotehl THET frr=tor T,

o TG T TE AT HATh! FET HI3E ANT Flehl ST TR 71G T,

o I fashiohl ST HeRferd H, 37,9 TohH Tkl o= BTeTeh! SHaTalTs JAXTEGIeRh T T,

o AT faenfad WUehT SSTR qT FHURIIVT § Ha &I=Teh! STEA3 Ue Ulga T L HohaTanT faderel
3TTreh TRITT SIEHT TS Taa 118 ST T | HTeHT JAIEaeh TaT T8 Ui T ST
AT,

o S YIEHHT &HAT T THIGhINGT 3% Jig T Hed G THT HrlRd FHeME 97 a8 T
ST T3 TR aHeRT ATl ShAshHee MIHd T9HT Tl T,

o  FHIGTT faredT FRIHH “TH U= UX TRI” W &l 1T A €iid 9g7 T fawiwa: amr €
HETHEATRT HGETATATS ATEd Ta o Gral-et STl hig-T HTaees, THanTd ua gfafetd
FATATEERT T STHHRT TS T Iieweh! Fosmar aua grared g forfamer deamem ™
HTRUHT JTRT TATSRTNAT T TOTTeHRAT ek T §3T T8ath TavIe Teal g I,

o ATt ararawemT feer SREAr ud UREwll @Ml UaT HaTE g7 HehHT HETe Ui Wfesth
FRVTRTAT (Voluntary Tax Compliance) SI@T3H S TEanT T UshieT 9 eIelTs ooa 99 3
STHT Teg I,

o frafd TP T IUCToY FEATRT WYL ITANT T qeeY T fTS0eT EYHT HRISHGRT @IS,

RreM, SHfa, Teror qorm STgH-uT TRy 1,

TEIIHIT ATE (Demonstrative Effect) 9 T 3T St 30X AT g HhAT THATE L JeTde T

F SAT STear Aoy Afatate freT T fecated T HREET R SEE GherdT e da TRl

YYRS¥ReRT |1 I TFSTweT T hRaTdians onh dftst aTig o |

forere

TS G ST SHEET hT-ad T4 SI0THT JoI3T THEeheh! & | HEIdTehT Grhetdr O gaeey faedir
HEfIATeRT HheTAT AT STHBTATET ¥R &= 9= 7T | A1 | T meufir geawr iy sgemeeehr
ST TRY FE Tt YT ST SgelehT TavaehT 1= Gefehewah! HTg T foshrgsh feafa &r s
afsTer R dfehes | T, A7 TTlATs Heasi TaT TeHT HefIdTeh! H%hel I T~aaeh! ST I
T =T Heaqut yfieht fate o foxfrr gefararers aergd T amEeRit aArsT aifq sl @ |
T TR Tary e ST aATsHehT ATt ek e SFTrRiieRT STTawIehdT U= ia=g W STehiTaT
JUTET [T T R0 TFHAT Afq w7 faenrfad Teare fasmemdier TeuT T & 020 qr Y geayg
T UGhT TEHT TR T e Uikt ATHT Ui JeTe WTSTHT 3= e dd IReeet T o &7 |
TR HATIT ST -TLRRT T S0 U, R0.0% shT HAEAT FTAR T, YQIT T WA ag foer
ST W0, 24 T 2% TTASTd 73T, afSHhie M U STl Ui & | AF Iraq aifeerfashT sRoT Tseat

0%



TNETEHT TawaT ST ANTEH 74 T TSTeash! YIS Ardeh! T99T ekl e iiate e st
T 99 ST U STIH SIS My &7 | aad, a7 verdw Afeet fge me fema o 7T gmemm
3 3faq arifas T wrifa @ ™ s sfeew | mif sfeated fasrrerars wid s TE 9
YT SRaushT FHEIT T I Teesh! Hrie g4 3Ugth SUTIeE STaetrelT TRT hich] HET-adT &
3TV YMTERTRT T3S TISTT] IE H-a¥HT U32T 309 Taehed g Uehe | JGT T HehHT Hod TG ikt
oTet faTe® i HeiTerdy, 3Tdehdt, YT 3T Tthet  §Ha Wt fagwe v afehes |

e T

T TR, 3T HeAT, At Torea favmt gor sifwafgart ¥, j0uR T gear stfugfgent
[EREICKINEENE:

TEHT & FRIGL TUTeAehT fa e FHIdT T WHITT YT HehTeH, HISHTS!, Ro%0

JUTT TR, IS AT iR aeteqor (fafv=r afent)

AU TR, T AT aoie ggasy (faf=r adenr)

TS BT, 37 AT ITaad L JUTTelt JRIeTsh STRIAT, Rotg Hfaae

Silwal Narayan Prasad Value Addded Tax (VAT) A Nepalese Experiences Mrs. Indu Silwal,
Kathmandu, 1990

Tiwari Narayan Raj Value Addded Tax: Its’' Problems, Prospectus & Suggetion in Nepal
Ratna Pustak Bhandar, Kathmandu, 1996

Khadka Rup The Nepalese Tax System Sajha Prakashan, Kathmandu, 2000
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AT feRTEl T3 Ghd AFICeRT Riaa

MITEAYETE WeITS
TiSTeTeh, TSTea URTE dTietd g

fawa g

Teh STehT HIHTET STfet 3Teht Q9T TR TR Sefeh AR & | @R U e i SR
MREE AR & W Uh axrare fagaent 3= fafa= 2ed i smr Seferers = &1, Seers
I TR 9T 9= | 2 <37 STaTeaiarent Mercantalism 3T ST a&q fafH goTTeft St
Jafereh SR g e | favaeaTdieRtuTeRT Stfecishr ITHT deferen SR fafy=T stemefae wfatemr
TR T TR FAT TosTTeTHT A TG WS favd SSTRAT Tehishd MUT & | SUTeeh! Jafereh
FTIREATS T, TEST, ARTT Tl U JRESft aH1g SATIHeh! SRR ARt T 80 geeq fafa=T
G TAT AT HTRT FATTGE G HTTHT S | I FATTGeH=d T2 Jarg Ferelt Fart o
T (Exporter Importer Code - EXIM Code) 3T T I HUTTeAT & | U hig Hdi
el S iehdicrTs TesT &9HT Ife= T g Tk Ty fehfoment deha Tw &1, S dfshusht yegpar
T MUTS RIS TTAd FIHT TR TS | TUTeTdT T8eh! i e af 0¥ (o
HISAETE §[F VTR B |

&I UTeTeh g f¥Teh SATIHEY TRAHT e S4 HTaerd T 37T GIeh (T8 Gieh) d shitel 34 ufqerd
! @ | IR, et SATIREe YRy et it 13 ufaera @ o ferrefiehT fegam it © wfasra
ol & | TTeeTe faefl Gefehar HTeiasg Ut M et mar & o+ faesft gegerare SuterT
HTeag A3 1 YR SR & | Aletasg et T et arererare! o1ie U qerr yafed
FHIACT dTehehl THT WA TorguT IR Heg, o TTigig &L, 1= oo auT 31 Wegd gt
3W RS | ETeTehT faTe®T AuTetehT et TSTEHT Hike R0 UfaSTd ANEH SHR Hegershl ol & 9
F TSTEHT TR Hegeteh! Afafieh Wor fargare Hehe g 4o ANalg T, 1= Yook auashl
ST TG %% UiqeTden! SRERINT ol & | FHR fagare dehei g Tsied -ehT Jafereh s
(YaRi/ FrepTelt) ae e g Toted & | Aafereh e uf TreteemT Yo SRRl Heeaqor
JITEH ol & | TehTelt A3 Hehd Trat A gawaT ufeet Termelt Seiierat T 3oy AT SRIeR
T Mee FaErt gaars Sl oEr TRRaNe giea T TR | A1 JUTel An] Huats detih
YR T SFHRATS 2 Heohd THRETE Uiee T4 diches 9 TR ST TR 0T SUehIaTs Teeed
a9 HEST &9l UfeE T Afhes | I9 YR 8T Hehd TERATs ST oiET TreReT faem
Tie Up TTRTHT & |

JUTART AfeTeh ATIRHEY JUTel T YRA seehl AR, 49T T -l Semad & fasaa o=

W& @l



TICHTIETE § SR, 9Tel T SRS a7 e S WTeh! TRbIAT JuITed g SR qe Harel
T fafv=T g i SaTRATIeTe g AR aTedh JUTel T 31 J|T JeheTT T HTfeTe g SR,
JUTA-TT Serehl TRIET TBIAT STaUTd RAshT Shethal, SfeedT aT faeamieTq s=<uTg aThd
UREET FiaeT ST a1 SR g TNehl & | U7l T YRA afeiehl IRae iaer S=aaTd gl
SATIHT WRAh! shetehdT/ &feqdT ar famEmedy S<TIeaT Vessel STEURS Transshipment 3T
@A Customs Transit Declaration - CTD form ¥R c@fehl W 3TRaehil Tmer UsT W Faiane
Clearance WIS T@T JIhaTe TITHRT UL 4T T34 Consignments aTeeh! HTHTERT 3713
T HTad! IRAT YARETe e Hgaehuls JuTel YavT T T6S | STrard shetshl/ 8feqdT ar
faeT@TIeTq, SumEsl CTD Clearance U HHTad! YRR YiRah! Sitedm WehaT He RITgaTe
T | THATS T T SATIR FEsinior 7T S&dt @ | fafeet wanfaa m arswemt fammaar St T
AT GraTi-erd eRTehT 3= UeTieenriee sier fafi=T =omT Sarthet aor fofaee aft suerr & |

TR TS R Sl TRAEH SATIRATS Tr=ierd (Automate ) T TEHT TRl STieardT U feaTrged
1 TR | TehfemeRT SSfeTeh SHATIR TRSTHTT T, et TSTEaHT THd Heca Ul [&&HT STRTEHT FaRaTE
33U ATEdfaeh TS Heheld TH, Tl U wUGT JafeTeh SR qeish UTed T, Jafereh st
He ATaERITEEeh! TasT STTTH TRI ST THATTHTRAHT SATI(E T T8 Hehd THReh! HIAT-E
TNTEM G=ATS STUET THUHT 3 |

oha TFICHT ATEAT TERET {RTaHT WO Ja™ Ud T8 Fiaae

TrerTel} Yot Hehd TE YUTTelt it T gt farranT Ufer qur starifes (JuTe-vid)
Tt frergem fafreT Sewa, i we Fifara sewemes s &

® T FHIH R0%5|%R (VWA FgEd a1 I Y1 fgeon, &ar .- o)

FIY qAT foae g1 SRS AT T SIRTHT HATRIER aueh! RIS AT aie=asT
graeft swrifaf T8 e s |

o TrEYT TIWUTTH (0% TN 33)

TR famTel SAafe T9aT TR e GFE Mol TEISHT T TRehl & | H8R
fervmrert mRTfE e, IumRTidTTeR, TdTeh Tfed o= yeTiueriies, o1 Ueamerdr T SauTa famrent
TRTTRRIEE, YR HIATCIshT THEes HeNTT g1 a&dl Mt ffd R0t |Iel 41T 3 Td TRETHT
GO~ UeRT T | TS TehT FHTIAGRT STHTHT STRT THUEHT TRET STSUTTISTehT 2R TFI §aTHT Hohd
Treeh! AT “STaTTehT AT HTUERATS S, YRS T FARerd a3 TwevdT faente]
YSRIhdielTs Uk I iR fa e faamsy | st et Yerishdienr sl TrTd-
93t T8 (Import/Export House) STE ATH g 7RI Teh TN ST aeT THas-” SIerT Seoi@
et fora |

¢ Nepal-india Joint Secretary (JS) Level Meeting (January 16, 2012)

Indian side requested for getting the Unique Importer/Exporter Number from Nepalese

e _________________we .



side. Further, a system of message exchange has to be established between the Customs
systems of India and Nepal for online flow of the communications received from the
Government of Nepal/Consulate General of Nepal as part of the CTD processing at
Kolkata and also for the final reconciliation of the CTDs.

¢ IT meeting with System Directorate, India (June 14-15, 2012)

Provide consolidated unique list of Permanent Account Number (PANSs) registered at all
automated Nepal Customs Offices.

¢ Nepal India Customs Director General (Customs DG) Level Talks (May 20 - 22,
2013)

Importer Exporter Code (IEC) directory would be required from the Nepalese side.
Digitization of documents given by the Consulate General of Nepal (CGN) to Kolkata
Customs would be required. Indian Customs shall extend help and assistance as
appropriate to CGN for this purpose. The automation would also require further dialogue
between the IT experts from the two sides.

o Import Export Task Force formed and drafted IE Code procedure (MoCS)

Fforser qerm gfd sraem favmmenr fafd 0wol2132 Y fvfaTgaR 3% fanmreRT SuwTeEERT
HATSToheaHT YR faITTETE R ST, STT=ieh Toied farvmTee ¢ ST wiaf-ir T 3% favmrene ¢ sHr
W Gied T T T3 WUhT 4 GeefiT Friietiel THeRmet YSHY Hehd T YUTTefehT shraifferehT
TEIET IR TR wfdaeT afed Usr ment Ment R |

o Budget Allocated for 2070/71 (Department of Customs)

TR ¥ IAM.F. Rowo/we W WK favTT T aTNST qoT ATYfd e favThr 3=
UETIeRE® Tudeh! S aEl et YSHY Hehd TreRenT ThaaX THHTUERT M TR favmrer
T GEAlT 9T ST TR faTTel Hehd Treehl H%heaR TaehTe T & | TEhT ATHT TR
forvmTer @ A1 a. T SoteHT TR YSRT Hehd T YT Tashte 7 SATavTe deieshl Tud
STEIT T TORIT |

o ITF¥F qF R09¥|GY FT TWT THA (FT 7. R3I-JUTHTA )

Iifer o Rowy|ow FHT ATHT FEATid Torea ifderT 3TTee BT THehT AT et TR
i o RiFTeETe Fifara T yoreiTa Gumw, SeT TR 3 ST “STIH J137 ¢ Tdate
Y3HIhal auT THerrHishdlel TRMd il doha Tl UTed I 915 SATETEeh YASTHeRT AT
Frermet A3HT 7 U1 sgaET A 7 Wi 3t eI TadeIHT Scoid WU B |

Tifer Seor@ TRT swifsy fafv=T @wer, d8 U =om™T WUHT Seithd, ot qerm et sgemer
STATTT TS TAT T[T AT T 000 FTHT THHT T FHeRTET TSR Hebet T
FRIRT, 090 A3 THA TR fais W fovmel R U 0%y T HT 3(F) Fmifey
TerTelt YSHY Gehd TFe USH T+ GFaell SR faf, 093 THIOT TR &1 | 3t shiA T YUkl
ST SIS W farvmTel |iehT agaak fmior T oTiiie o Q0w3|wy HT AT 23 T

W @il




(w3t ST=ife o feawent staawmn) afe aamfiete 3% ahedawaT faawr yfafe w g
T TeRTelt YSTORATeRT TATHT T T TRUEhT ToRIT | HET STawelT T 3.9, Q00| 0Y &l Tl
FHRTHT ool T FHINTH =TT 3T T.hT IS Al o famrer frepmdt derierdiatst
ATHT Hehe TR HIATITHT ST & | TR a9 0% |0% T YT 2% TAEHT HNE 2% g
© G Tert YaTiendict Hehd TFR fauehT & |

Hhd T FAFIAT TR I

T farTTer STRY T ST T~ar2=aT ATueh! fehre YT Hehd TER UaH 7T+ arawet srifafy, 003

STHITSTH THHT ILTTEE ST THITSTH TeohT & :

o e HATIRATE Tag MY TehTelt Yot it Uresft, syafeerd T atefierd s,

o FAEIF FRIGRAT FANT g1 FHITSIIAeteh] HEATATE W e a7 IR AT
[ERIETSIERIFAE LI TS RIC

o Ireey wiaeayl frrreror T e g=Ts,

o U IRINET SATIR et STt e e |

Hahd TR TET T JERT AT

Exporter Importer Code-EXIM Code is a special identification number of exporter or importer
issued by a competent authority of a country. 3TITq HAUH IR R fehmr aT
srferepriiere ST nitushr feRTEt STeRateRr gt fasiy ferfamenr Frr & fremedt Yart dha
T BT | THATS BIHTT HaT TUTATHT Hehe TR T Wi+ 9 SFUSHUT EXIM Code 7T Tl
HIE T |

Hehd T 23 31k (fefsre) T Aufe NS FuinTaTeh! g5 78R STSURT TEIh! G5 | Hohd THrHT
Sfeafad 23 31 TR T&RH! 37 o anITSH Wohl |

(%) ufedr & Sfehel R AT T (Permanent Account Number - PAN) @18 S¥b13s | 31ifq
Hehd TFEhT TTET & 3ok Trai-ud oFerdmiieh! AR oI@T T+ 3 & |

(@) dmfeT g5 (203 T 22af) 3fehel HIHRIH! HEAT JuIfeHeh! Taefaeiar T=reTs Jupss |
S UST U SleSiel Ush HTS SATHTigeh ISR TRel & 9 df g8 Sfehehl T o2 g, Ifq
T32T U Bloelel Teh 9eaT Sl U7 HRISR Ui TRehT & W o] TieaT shileiehl AT o2, SrEr
FHIETET AT 0, THT HRITRERT AT 02 3Heh § | TOL T3 UM aleet Aq@rier stfqaer
TTeRTET FoRT 97 HRAR 168, T&Hh HRISHERT ATHT Gelgs Hohd THI felg 160 |

() TR () T (@) T g 22 3k TSRt g8 T (2R3 T 2337 o HBINSTE TadTierd ST
Randomly STt 4 TT6& T el 23 Sieheh! Hehd TH 3TYTq U 1S § |

(|1) FEHY, 3 23 3 T AT GEaT 3TaR NP &, el HUTereTs SHISS |
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TR 23 3Tk T AU X TR AT STohT HNG Hohd TH U T qlfent, SHITSTHERT farawoT
gheaamT vlafe wa AREE T yepar U Mufs ghedeRETe SEtfed §HT RN 98 I T
Gl AT B B |

Gohd ¥ ATATH AUA AGEAT
2B FHITSTHRT TRET TSR HRIER el Hehd T ATaTIH Tod |

(%) USTRT THAT T TTHAT U TSI TUAT YIAGFHHT HTetaeq SR et T FerTefehr gohmT U
TIHAT 4 AT AT AT THeRTET TaT Hehd TR STTavdeh Ua aX Hend THal faTg Eeharl
TR W STiageh Jode Hlerasq HeRret YR Tal Hehd TR ST 99T oo T+
T

(@) HY TER ™, Aresiieh R, TUhRT SARISHT, fHediae A ffeer T ik
TRATSIeRT AT Tehret YWY et o AraT=ra=T fashiehl SATHT T8 AT JRITSTHehT ATt 93RY T8t
a7 g, IUEK AT T&Ah! ATHT U2eh AT USRI T Hebd Tra ST U | q¥, J&T 9ehrr ar
Hfehet USRI TaT fanimmer yuTTefiane 3uetse g T Tl Hehd TR USH THS T Uieh U<
ST et AT ST Hebd THIL YT T S |

wier 3feetiad safeh sresh Fehrelt o Y 7 3 T sfeher TTaT FOHT Hehd R feig o
SEAT T&oh! 3 |

" L AT T qHAT

TToRTt YSThdTalTs dfedT T4 Hehd TFa felehT GTHT SeT SATTNT Tk G HBSAIhI faehmd
THUERT & | TEHT ATHT TR farvmTehT a7 @1geaT EXIM Code Portal fiTST Login/Register TT Click
TUTS Screen AT 3@ Login Information Box T @ faemor i Register T Ug=Tq Hehd T
gTed T TRt YSTeRdiet Online TG HRIWHT ArfehuanT faaruer st faggear areawene T
T 948 | TR Online 3TTa&T BRI WRUfs Akl e Tehtelt arafera sraamiier @mr seaad ™
3T AATRT, THITSTHRT HFTSIAEE THA T TR TR TIHET a7 STTHATE I O arali-ad T8)
FATAIHT YT T UGS | FERT U WUHT &€ HT HETSIA T Online YT TG HRIHehT faawor
graTfeerd TRETe & (Verify) et @e faawor S arsuAr Validate T faedia ameagane aw &g
afedeh! Hehd TER FHTUTYS ST T TGS |

Hehd TF Ty O | Sfcher Aehl ATHT TG 14T 8T SHITSTHERT JepaT G TR J8TT SHITSTHeRT

TSI T T TFINOT T U6 -

o FH Hrctarq YR a7 Tkl / USHr g3 HRIGR T =Te SAftheh! a@™ gl &l I sif o
TG 9T T 93T Tl §F I | ¥, THehTelt a1 SR 7T et 2Rt T[T stieht EHT STTaweh
T ST T | Online A& T&aT S8 SHITSTHRT HITSITdEE TEINUT/ Tl T U6 |

e Online Ufaft TEhT 3TTEE BRI YUTTelieTe e T ST HraTi-erd saithenT SEaTaR TNehT 3TTee I,
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o TfeRTUT YU U I I &diehl YHTTTH,

o Tt TRET TR (U &dT) YHTOTIS,

o ‘T TehT AT Sehcl STHY TRERT ~[HaH ¢ I¥eh! STAT WU 3 TATE FUAT SEEhT o RN
U7 ] 9 (T, THRTET O SRS TehT gehuT Seh e STTaweh 90,

o 3TAGHNT Sk WIAT Wl dhel @IAT a] wWh! TR 3eei@ TR ST TRl fapriads
(TarepTT =TT STTaqaheh! BT 26 YUHT g ),

o 3TIY[eoh AT HITARh! HRIST el EhHT |l FFTwEll STy,

o FEHM {geh! T &S &YHT UTed™ g <H aT Thel o |

iy Sfeaifiad FFTSTage HET Online 3TEET BRI W&l AITehUHT HTTSITAeE TR T JurTelr &

IUAE T UGS | T TSI ST YHTOTIS, I 3T THTOTIS, Sfeh RIS, @TaT WUehT sfehel TEhT

TIRTIETS T BT TR TR TS T I TS TRl & | TR Online 3TEET BRI i Online

U MUl Tfed Sl il &S HT HUTSTIqeE THR T a7 SHATE Ik T+ =11

AT U 7T UGS | I8 FohR URT G STTTHT € i SRTSITaee L Online TG BRIFHT 3featiad

Toraor Traferd FRTCEETe &9 TaT def TeRaT GO TReh! YTSUHT ATd feAis fadir Areamae Gehd

T ST TTNURT TR qratfverd safehelTs SUeTed g7 | - TaawuT aT ShTSITd ek Uit Hehd FFe

STRY 7 e faTHT Hishl STHeRRT S0 faR]d i ATeamane 3ueed §-5 | STRY THUshT Hehd THIl

THTUTIS TET(-2rd STk ATl T Hebd FANT TRY YoTTeftane fme T fet ot favmr ot swraferemr 13

Tz TR givwlerT g e W B |

Jad S TRUHT Hehd TH JHTOTIET SRS Gerd MU H TERRT STRIehiieh! a&a@d
ST TURT AT T TEIL AT E3T T U HeEsT qalel 3Uaisd § |

o TR AA(TE, AT, EA qAT @It qeaeefl e

Hond TR TR Tepiaent §70 | THATS TFH T GRS FHEH AT &S | Hohd TFT Sfeatad
faatuTee gk oTTfie I ge W=l T UUTTell HIthd STeatash T e | T8t STamateh el s
R qHA FART 7T U5 | O, F Afthel Hohd TR TEHT & TRIH THEFHhT SATHT Teh Teh

JrETatees T i oS | FEeRT it Sifa sTafueht TeteRoT T &1, @fd 3 srafier S =i

S 99 ] 169 |

FEEHT FTEATT bl AL & O -

o U THRATS T Twhi3g U TSTEd a7 o ThY AT a7 AVBITehT Wt Fvafera fehmrer
ST AT FrTTeT Hehd TR T TS,

e R U Q0% I TNUTEHT TRAT Traf-ad ferrren fafaa sigiiem dahd TR e m
Afhs | AT, TR AT SHT Wo &l 3UEHT (), (&), (©), (¢), ar (]) Fufemerr g ar
T YL ¢ ATRIH TAT TR 9T Y2 Yok THY Y UHTTT TRhT o7 ST GHehT 3UGHT (20) aT
(2¢) TAIRTHERT YT TEhT ITSTAT 3 AIGTEEHRT SATHT Hebe T T TH Hihs,

1%«




o 3G TET UNGUGhT Seh STHIAAEhT FITE FHTC HUHT a7 & FHRUTCT soh STHIAT ST WTHT Hohd
T T T
o Tahd TF U TRT SAfthel AR 384 faqae fentelt ar St F7RAT Hend FFel &d: SFF
g9
TR SfeaTiad FRUTEETE o FHROTC Tohd TR TRTT HUHT FUITET AThd o TFelfeard SAfhalTs drehl
SR g7 | T T BehaT T U T Hrelfeefd safthel S hRUTeT TTT TUEhT &, &Y 0T
TRIERT0T TR SPTITeT AWt a1 JUTTeT ATthd |Ihl STHERRT TRIST U68 | ST&d: sfoh RN-21eh! FITG THTG
UL Hohd TF T HUGHT &1 ¥ Soh FR-ERI BTG o7 T JUITCAHT STematsh TRUfs Hehd TR
T oI | S |
T, o bl Tt feTuenT Hehd FFeR @RST 74 AT fafverd sTafer dieht T RIS =TRHT el
FHRUT @I JUTTEAT HThd THoeT TRINTT T 968 | Jad quifyd faeT wfyr Sitagys et araf-ad
et W ER AT 31T H RIS Tag 1Sy U TSI a7 - TohH Sifeh! THURT T 37T T HROTT
T 9 GRS o7 T T Tafoh STTET VU AT T8eh 3T STTEATHT &l S thehl Hehd T
GRS a1 e sTataehr AThT T 7 G | JEd Hohd TFeR @RST aT ST SUAT fared e wTeay
HTHA 3 TRl STHeRRT FFTfEd SfheTs 953 |

Hehel TR FUFAIAETE SHTLT THTHT FIEIET

o fyenTell YT Hahd TFR YUTIelTer TR YSTishdials Hast qatel died™ T dfehes |

o  JHYUIEAh! HRATIITATE YA ZTiws1e WS dHT JIhETE 4T 3T Consignments T TEeTf-erd
TRATT SIS HARAT U ﬂ‘;f T qREE =N B (Customs Transit Declaration-
CTD) @ Automate T+ T&INT TS |

o T fehTEll/YSHiehalen! TfedT M IHITEATS F&H T Hieh T A AT ATHEHT ATSHT G
TTHeRT ATHT TR TR 6 |

o Heha TR felaT U7 &L AT U4 T Hoha TH & Online Fiaem uTed g gar ehret
Yoridicl g TH T T et YaRT Hehd T fetd e 7 Fe gl Sueree
S|

o  Tohd TR felaT U U GHINUT TRhT ShITSTTcrhT SATETHT Hehd TFaI TTe] Wi g WaNETE
T: S FETSIA URT TN gl &GHT TR G3Ht RSN T @feh ga1 fafi=T s o
FHITSITA U7 T T ¥¥he §aT |

o TN ToTEd TaIT T ST=0Ta hrierdes, aTforser farvmT, Tratfeer qaamaes, s, fsit &,
rerTelt YeTieRat atfe fafir=T ferrr aem safheT Tm=r T wehaTeR e ar Safhenl =T
TAT TR FATAT FIHT STEM JEH T T8 G0 |

o TH AT/ ATdehdln! SEEd qUT T2ATE TET 3-Tekeh! ShATehalTieh! TRIFH T ST
T WEd THohT A Traiuq e e Real Time Data Exchange T+ Giael Y& T |
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TG et fehrelt Yarlishdient aTedfesh SRIHERT TR rerg FermEetel SHgH THET U
T glaer g9 |

o I TR/ fafashl quT aTEdiaeh ATIKIgeaTs ST AT SATIRAT Hei g Tl ararereT
ST T ST YaH TES |

o IO TR qoT farigtehT HRITR T TeHATHT TRGHIAT I3 |

o IT IFTIHA IR T3 Hed T TS JFgHT FeT =S |

o IT ATEATTH AT THRITdehaleh! Tl T ATARNT Ieweh! ShaThed ST T+ ant
TR TGS | A9 TET HeRTE GSRITwdtRl THTEehRT ST T ST ST HATRTT
THE=I0T T EEnT g |

o I FIYHT/HH AT AfKhaTe g Terhelt qT ST ST fRITdes sdicaTied MT el gaue
T SISHT TRl ThATReATd e a7 sl T4 HediT =I1ss |

o TTHR HAT U T UaT el 7T U RIS W W5 1 FTHATHT TTetdr 384 & |
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e qreT
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TS @G FHIATAT
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AGTIRTET0T AT, HRTeiaT Tietsheh! shidiera

q. fawa gamr

YUITEH, HTESTeh STaThaardT, ol TR T ye=R fa=T g i aishdTi-e TSIl 3+
ATIHehaTeh! TaoaiiS Uae | JUTeTsh! TrauT Fad oo shivaTe T Hol Taued Hike wo Ffasrd &«
AT GiEHT g Tl ST TEhT T2IATS HEAASI TaT HTdST—eh TG TTashiR SaeTaT
T STRTAT Siqeadl, TRERTAT T StarthafedT e g T8 SIHaTeT [qieh! FeTe g1 Eeiehl THTEhTNAHT
Jig g HUAT favard g7 i~ | JTTE TLRRT Greiehl TTRTIATHT SHiavaTe Tgfg gaent ardr
HEITEA T T JHd T8N J6s |

arasTie @ft et wrtfaty, gfswar qur fotaers wresrt, aresft, aegits T favaatr s
Usoer @itg s (U, frem, srifafer) asjur m @y meRl g7 | T8 TisesmT JuTerT 9i drdstieh
Gitg ufshamT ufaeder, T, SaT=TiET, StemhafadT T favaariaar weag T fadez=it qer faashyut
TS ATST+eh Geieh! SATehad Uidhel 8T T ATITE JTasTeh @ig U, R0€3 T e,
0% I AAT YR NG | Ardstieh FehrIer fHaTor Rl TI3eT, HTetam ™, Trgst SaT qur 317
T YT STIRATS ST WS TTe STk TG UTSHATHT T § TH STaeR FiHTved T gemeen!
TeINfA T TIHT WURT 3 Ut T TR fehres, o1d Teehit g, affa, aid e oo
TR ToRTIEEaTS HHRT GTT THehT T%d 1T U (Umbrella Act) 3T &9HT ! & |

AT e @itears utaeaet, frqezeft T aTaesRT s awere stufad Suafsy erfae T+ @it wrHeT
TSHT | JAT §a, TTehT TTEhRT ST, GO ey GEI, HRMe T Qaaieh-shl gt coIfd
I @i €D | I GAT R063/3/ 30 AT TASTHE GG U, 053 ol afga! GG T HEST M
@ftg fmmEel, R0%% AT 093/%/0% T R063/22/ % UT HAI: AT T YT HINUT YIH |
I @ Sfeaiiad e T Taee { JHalE T o STUTEd TehRIcHsh /TehRIcHeh THTE aT
FEE A3 T THTHT 3 |

2. HEYRET THE@ UeT ¥ ufed gWTERR

Rq UFRTAl - YAfed T SHITTH Jdi WUl HETel |Tdsieh shiven! TN R @i el |
gea @iE U, Ro%3 FHIfSHehT FHrfafer QU R @itg T 95 e gfeeT HIeFgRT o7
qUHT T | ST 2 T JUSHT (2F) HT AT T AT AT STHITSTH HTeST=eh ¥R T T
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T YehTehT HETE%eT HTaST=eh @itg U et femaetient aitfufirsr w aft e 1 o &ar
JHETE Ao GEHT UeheddT, TG Riar T faqeafadr yag g1 e 7 afees |

R AN AT - UAeh! HT 4 T UGHT (2) AT WURT HTTaehoh! ST STFHR AT STIHM TR
T AT T+ @HEeT HHT & % §STR ehHT THTUT HTh! ST dTedh &. ¢ ARGEFIeh
QiEehT AT AN STFHH ST T T afeal] HIeaTe TiTsiT HUhT & | I FaelT
TR FTT S TG, TRISET STfageh WhHeh! VT ATd ATT STgHH G T U4 9 | &, &.
¢ ATEHFHR! HICTHTHT WG EHHT AN STTH STEIIh TU- TTehlel TTTTE SThHTh qoT
3T AT @RE HRATEHT HEsiar A3 Ma |

R3 Wfew T fodw gt @<= - Ao TR TET ¥ JHITST quR T O HIeTEmH,
TaioT Rl T EaTeh! foeRoT T G W SHITSHRT AN STgHH qlfent, Furte &&iehd T o
AT USRI ST W3 (2) AT U7 YUHT & | 9 AR Taior HrieT, ATerarmenT aoT 3=
AT ATTA ATAH @i Femreeft, R0y & fR=m ¢y smifemenr st @ied g
U T AT GESHN, CTHW, TS|, haaishiaT! T faeiy YehiderT Tehunl ST Sieet T
farery wepfaert wamTeRT Tfaftheher, ArsrT, Ta, festren, faww stawrewar ar 1= faawes
Tt wgEeTe & Siehd TR Sawe fHemEeient e wa AT afreent 3 |

R.¥ mfafir / aewEierEr FRE g1 - U Uesh Wihd MUl TSI 9T AT STH S T
Ut CIEAT SR gEeh! ARTd STRAT % TTAeTav=aT & Hieh TT a1 Ffequr fesime mehr ar
STEETHTIeh ANTA STIHM qaR TEhT Rl hd THTTad WUHT T TESTTe ot AnTd STgH
T, Siter o Efiehd 7T+ qQTireh iy T ET HRIHT Her TUHeiaTdT F=fad i sHITSTH hRaTeieh!
TG g SaTTT UAehT GWHT 43 T 3USHT () HT U7 TR & | T STEATETE FAT STERI,
I R G5, T qAT ART STTHH TR T AT SIS ST~ IehT SHHHT U2 U2
Tt ufterd, ST ST & FITE o 7T S e ST HHf TS STHET T @i |

RY TR FFETA AR g T - ST @RE ST Frieel daR TNEhT AT
AT gt FHATSTTa (TeFvee fafes SRAvE), THAT qEAradr qw-l wITSa (RIS
Rrerafetitheher SHAvE), TUAT WG TRBIAT Tt HITSTT (TLIVSE FHUSATHE IHAVE) AT
ATsTieh eRTIeT ATTTIRATIAR SThT T Sfeatiad SHAveE® TR T T T © T TGHT
(3) AT T TfhehT HATEITHT THHATS TRT “ERT FIHT ek T0 " T AT 3h SHAVEEE
TR T G 7T TSI TN © | T8 AGETENE TSI+ ehTaetel detiasi] @S T
THAVLEE AN T+ Ffieh! THRT 9IS GHTT YehidehT @G SRETET Hidstie fehrree fae
THEIAT IS |

TIE, UehT THT o ST JUSHT (1) T 3UGHT (%) o7 TTNUHN T | @G U, 053 FHITSH
TTiuehT Witg TRBIATeRT ST~ T T3 i SaaT Guriareqor, STH qeiT Tt f=r=or
T a1 T et awemr SR avae g giafeaar 1 et ardsiae ferenT wEen
Fie g TTIT IUSHT (&) HT TTNTHRT & | I HATATe TSIk GG TEBIAThT FHIT<=T
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T GIh! THTIHTNAT Ufd HTesTi-eh ehaers a9 T e sHTTHT |

% v @fie fafter e - aremmE, o #RF a1 1= Jar @ite T arEeEET 6T ¢ B
3USHT (2) T WUS () HT HAGEAT ¢ SRG & TFT HHIM: S MLIEHT eIl aerus (ICB),
eI o Sietas (NCB), faaie<t g0y, anb Gite, ITIRHT afafd T TamHage §-
ueh fafr 31oE @fig g v anfeasrent srawemeRT SAfafts Serr STgHNERT Al (6.4, © i@ g0
) @itg fafer Gehr ufear SeegRT 97 WU & :—

e UFEAE X fafr (Lump Sum Contract) - U gHIERT TN T AN STTHHRT FHeT
SR o, Hid T2 a7 T&T TTARTTHT T T 2, AT shelled TR SiequsT 937 7 fafer

o IuEF a1 Afuwa sk feifva ax @fie (Catlog Shopping) - & ATEHEN
TmtoT 7 ShFaTeT SeaTaren FarRISAT, U T GieTeiTeht STTURHT T3 Teh! farshl Hodr Traf-ard
FFTehT JSHTEE AT FHITSITA (L) AT FTasTi+eh TRUTS THEhT HITHH 3cATET T+
FIOfteT dreheh! PoamT Hfaeqer mrs T @i fafr |

o Hifir ST s faw @fye fafer (Limited tendering) - % wTeram™, fmior Rk
T | GGHT T Scarash, STYfdeRal aT HaT JaTIsh | WTHT Il 3cdTash, STfdehdl
T BT Ve Tarer 0T ufaeast Mg T @ie faf |

o gt fem, qewv fev fafar (Buy Back Method) - fifvea omeufs siifecrd g+ ar
ST I ATAERvY giee faam™ T a1 wueRer W e Afied a1 W T g
STTEITHT WA AT HIFRT ISR iRy, ST oaich T qeali-od 3caresh o
TfeRdtars fhat T Tt fer fafer |

ot o iteent w1 Sfeatfaa @fite fafuent wfswar/ wrifaf o @i femmeet, 0%y @1
USRI T TG AfTueht FT 293, 398, 397 T 329 HT 48T STJHRehT FaTT Tahl & :

(%) T aX fafar (Lump Sum Contract) @ TRA @fEwt Fwfafa

o S ANTIAT YIS U &. I FUSHHH AT A HUehT FHI0T FHrF 1 el AnTa STga
HdsTieh TR TReT Taeh! GaT Sied=sRT TR fafaerl et gfaeqet mE afe
SE)

o SR o€ Tl A ANTd STIHWHT MHivaad wfaera =t a1 st wfaeraar &wm
THYE 3T Shallel T SIerds U377 v,

o Il @itg fafr ag avffy anprar w ot @ite wramimT w=nr m @t |
(@) Ieaew av srfgewa feshagra fratfya aean @ft@ (Catlog Shopping) #t wwdfaty

o HreSiier Tt 2t gfauiive, gt dred, ST, AR, SURUT, TR, THITSTS
ST TR YTehT ATHT SIS U ST I T I 3T ATi=ieh HTAHTHEE I&dl
FHTTEAEhT ATAHTHT 3cq1e o faauur 74 3cdtesh shFa-T o STRIhITEh fashdTalts ST
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v feefa admr ew ferawrent fafaa gemT fag wfaerat Mg @@ ™ a,

® T YIS AU ca&dl I fashl T =Te- Icqraeh o1 a1 SATferehiicen fesharel
SedTEehRT HAThTiE TAThRT, U, e T giagmafeden! faawor (FmeenT ar i)
Her T e gal TR U, THeh! AT STHHA STTaIeh U,

e IAT WU 3cuTesh HFUHT a7 MfrehTieh fershaTer U1 MRl Wiy, TR, Jed T
giaemdtedent faawur (FmeenT ar sT) 2 TaH Sfafhh T UL TR 3cuTa-Tessh!
3CUTE AT SATIRINGR TahaTeRl FT AT T Hleh! SATIRAT WG TR ATTHTHIRT TRHTIT
Qreft 3carash AT STfehTien fasharare qifshusnT Hoor T giaummes qoomT ge o glaemr ou
g7 T ferator wfedent STTfeieh TedTar | T O,

o U oAl I =HaW HedTiehd AT THIGHTE! TEdTaaTar &1 Tgu,

o THYR K fafy SEd A1 @ite fafy ufv ag adffa awaiamT w=nT ™ T |

() Hifaa SeTEE™ WE | @i (Limited tendering) #1 Fwfafe

o  TiTHT WY IUTTeY WUT AT 1 WITHMH, FHIOT i, TSt &aT a7 31 daT @iE T
AT AT FehfcehT STYfciehd, THHTOT Srarwet, TREsiaTdT ot HaT YaTehes di a1 ar=ar
W HEATHT IUSTSY U ITFEIT ATk T T SAYfeiaha, TAHTUT T, THeiaTaT a1
HaT YerIehee foe gtaeqdt g¥ W 2w faen! GEATET Sieds a7 JEdE " W @iE T
feh

o Iy @itg fafr e agariar ampiamr W = Fafe,
o Iy fafuse @it 7 uat ueh dg et sTfuehiien qd wiepfa ferg o |

(en) 7t faw, qewn e @fe (Buy Back Method) # Fwifafe

o TESIeh [Tl T ST ol & TRy aTed, ST, By 3ushtor, I,
W, Herars, fawtfe o s gepfdent 3121 HTetamHeRT 3cuTaeh HTa-Tel dreheh! FRUST T
FRUERT THATAT GO WU HHA, TR TR T T THT cATSaT ANT TR A T e
TG HPUHTST dlehehl HTIGUS STEUhT TREToT e AT G: TN 7 e a1 ifacrda
g T T AIEH ST a7 JaEivie gheel YOSRUT TR e ar fad™ T a6
3UYh g STIEIT WUHT LT STATAThT ATk TR AT HITHTHH aIf-ed 3carash ar
TfereRTie farshar ar sTgfdehdiare dgmaer T fer de,

o Ul TS el Il HITHTHHRT IcdTaeh o STk fashar ar sfderaleT AT
HTTHTHTh! HodTeh FedTd fas Tt arermaent faffa fasht qoamT quHT Jrerdment
ToATTohd R el T @RE TRbIAT T @G T 1,

o Iy fm SIS Wit T T HTCTETHI HI=IaT HTed SEITaTe UTEat SHTUTT SUshl g U,

o IT @iig fafy uft ag e TBIamT SN 7T @i |

(¥) waeEft semsrTaEe fom ar gfterst T afw @fee - TR qwT 22 @ 3ugw () sHife
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Teh TRUThT Gl Sds STeeH TaT &, R FISHT Il TE. 2 INTEFHehT ARTd STIH HTeh
o shrRishr @REHT UAehT ST 2% ST STTRRIT (STRITETEATEh! SIS ST T U+ STTEAT)
T e UL STeTTh] HTEAHERT 3T Sieysarares foer 7 uiqersf W afg
o g genfd fmTaetent TR 32T AT o e @ | AT, JEdr @itenT urfafie T el
TRATS ST ST STETT WIHHT T UST T THIISH, Javem HTiafesh ST @ieft UAehl T
23 TTwTaeen fom uR, <o, %R T £3 THITSTH TEIT 7T HIT SIHT THTSUTRT Sieras FHeieT
T4 o, nfaferer TRqTEHT STHRS SrUSRTATEER! HTRiE TEdTE @t fhdt 1 o T ufafues
TRATHT e ScIsaTaTeEen! STTTefeh TeaTe @ieft T <2, S T &4 eIt TR uEama e
TRy Fearieh TR =Taw Yeaifed S FIHT THIGHTRT SIeTI=ihl S T U STawelT S0 &1
T W B |

T LA T JTRTET T SATHT FSTGTHT TS Jo STUTT T T |

HUTh ITHRA (JV) 1T TEANT & O - &. ¢ STHGT AT &, W« TeEFHeh! ARTd ST WTehT
Frmfor shrieRT STifesredtent aetasmT Tt g are fagsft v, weeT ar sraier Taeft %,
HEAT T HFHIET SATFVE Wouk T HEWHT §F U oaareT Hentad famreefier fam 3e= A
o U & | Fgae Tfyera damareh! ST=ifereatenT aierasmT ui st fafor syemmhent
FRTHTAT gifeem & Fera frhta afed el ST Yas 1T 99 247 §H 31 |
Y qAET AR SAHE - ATGeRHT OHST HaTRl ANTA STHTRI GIaT alfhuahiaT
Framacfient ST gemeHeTe T ¢ A=aia 3ufEd () O TR THET e T 31 SeTehl ANt
ST ITIE-23 THITSTHGRT SFETHT qIR 7T U4 ST TRUHT & | S Fwqiid SeIehen!
UTTCITeh / SIS @, YHUT SRIdeRT QAT g4 @4, aliad, TS, S915, Hae< eTIaehT
I W AT el ATTAHT IR STEITI T (3TeE a7 IR @) amaa siferesan
w FfqeTd o T FHT AR 3ok HIH T Hichd HEEAT TRUHT S |

ATaehAT THST FaTehT AT STHM qIR T4 JaddT Hresii-eh fehmretel sk Bich HTIEUS
YR T (SRS Iooid TN Hiauarer e« Ufaeraey 9 ANTT SHEST T TNehT) AT
HIMTIT I ST 3t FHTIehT AT STIHTRT TITOHT Teh! ST 82T T8 UsheddT T3
T ST YaTeRT ARTAHT THT =T T3 3@ |

AR A &fiwfa @ afg - fremrecfier e oy @ 3ufem (2) T (R) AT v
TN STTET ITTHR ANTA STTHTRT TR ST SHITST g+ TR €T Fig ThuenT &
R.5.q 0T #1, AEEE T 57 QT AR FTHEST AT qAT &&wd T AT

*.9. wwd T STfrERTT

et AW JTAWH €T | it AT STt
(®) (%)
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. | usroAtfeRd et Srofienr « FSHET 2 FSHRT
FRT TG
3. | uetustteRd g Sofienr 20 FHUSHTH 3 FISaT
HETAT g
¥. | fovmfe vge 20 HUSHT &l 3 FUSYT Tl
R.5.% UHE AT ARTE AW HHT qAqT T T SAferar<t
I PPN AT AT ATAERT AT | ATl AW TR
: (®) €T (%)
2. | TetuiTeRd qeir Suftenr 20 ATEEH 2 AT
HETT g
.| UetumiteRa Tt Srvfienr W ATEEH w AT
FATAT g
3. | TotusieRa e Svfient “o ATETEHT 20 ATEEHT
FRTT g
¥, | Towmiia yq@ wo ATEW=<T @l 20 ATEYT Gl

AN AT Sieptaesr dioT gigare A @it aamT fear tay agsar 18T T
Torriart o srerhafeamT stirgfe g st T afes |

R HAFT St €T - Tmraciier fem ¢) T 3ufem () AT TR T e ifvafE X ga
TITHT THHEIT @RE T He EHT &, W TSR R T ATl HEHaTe 3th T &, R0 FSTR J=IT3UshT
T | JEAT HET FhGeT AT GRS FRT e T8 g1 9T AT F1T ok GG RIS Hefe T
e Fafts o wHeEe goor 1fafe T gat g T aTedaTeTs Geher TG B |

.90 frmiur srawmRT AT AR - Arfashar fw < T Uty (2) 9T AresTie feTRr
13T ATE FIAT=RT HTTehl 0T e TFaeft WG FHRATEMT WIT T SieasaTarehl ar ga
JIATehT FEATEETATeRT TIaTeh! ST ferieer met arel 3ufameht @ve (%) st@ (=) awmehT
FU T STETIHRATEN F dT Tl HUATS Tor= T e 7 g e wamr 3%
TR HHT HIME T “g8 e AT 9T iUk © | a1 @i g st suty
(%) o9 T R IS TALTERT ANTT AGAM HThT T2 e, Zeied, Ief, GeguT, TenT,
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ot T feet sitar g e ™ Afes |
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FHITSIIHT Joeid T U+ HEE) F=ad (@2), (8R), (3) T (¥) WUSEE AT JUHT & |
TIAISETAT AT STIATET 2% UTATadTH T 3feh shallel THT FHelldl Hehehl & TTATd T
AT STTHTRT 2% UTASTART SEl TT hallet TNehT STATAMHT ¢4, UiqTayr=aT SIfq Al 9T
eIl TNEhT & HIhT wo UTauTdel g7 SIS ThH shalleT 3hehl W UTGIaET oq 7T SHRHwaTe

ST Tegd- ST TUs (32) AT U S |

STTEUTEHT ATHT &. 2 FAUS AN A WUHT o TmT0T hrel g Frwifor sawmiier ow wiasra
I STAT &. <4 AT FHalled THT Gl & TaTaet g1 &, ¥ AT % TR 1 THIEH STHHT
TG TS | T, 8T 3T T Felle bl ST, TEd: &, 0o ARG helleT TR ST &, 2%
AT (F. <4 AT T 9o AT Hleh) T 4o FaeTdet g &. © ART Yo EIR I HRT TrITET
ST T &. 0o ARG & UfaeTdel §4 &. 3 aRg “o T THT STHT &, 22 AT (HNT 24,02
wfaeTd) Rl qriTed ST ] U6E | |TfaehT €. wo AR Felel T4 fafoT rgeriier G
w giqeTdel g1 . 3 @R 4o §9R W SHMT 9 JH Zaem ey | aud st ai|
FHIATEHT 9T fe frior sraamh, STfdendl T HaT HarIehe! Fhelel TEhT =TT HIST STTER
T HHITE ST g U+ ThH J1G g8 ST STl HiasTieh @G Hva-el 3T hrieeHT
ST FTAETet 915 AR STFHINET ST =T 31 hallel T, AITTeATgIe Uvent fef T
IR F §[E T, qIeRTeh] HTIGUE T URGE ShTH 7, U Yeeh FI1E o9 T U STae
TEStT g T 3FRTeRT ShiEE TR T ST e faamiaeeaT st ST T0eT 7 dfhs |

AR THURTAT T SATA FRE TR - ATTRAT GEIRIAT GEaeft hTSTTaeh! SEqL AT STIHTEhT
HHT 30T T T ST G T AN TehT Teiehl STTERAT &, ¢ BTSN 2 ESTRET T&eh T
Tremaretishr T 2% a1 Ut (2) AT YUHT HIMEHGRT &. R FUISG &, 2o FUSEHFHHT ATHT
. 4 BI, &, 20 FUSSRT 4 FUSHITHR! AT &, 20 TR T &. 4 FHASH-ET HIRS ANTA AT
URT GEAFIAT TR} SHATSTIART SATHT &, 24 §ST Gt alfehUen! & |

T, eI Trelefl ShTTSTTAehT ST HITGehAT &, ¢ EINGRT &. 20 ESTREFH WWehIET a1 ¢
T 3T (2) T @ (), (&), (77) T (%) °T qURT HINGFATE &, 0 ATEING R FUSHTHbBT
AMT &, 3 E9IR, & R FUSIT 20 FUSHEHRT AT &, g0 FIN T &. U FUISH=T HIRFhT
SIAIehT AT &, R0 ESTR &L ATRTehT S |

.93 SewEE FER g - femeeer e vy #w v (%) sfe (§) armr Sfeafad
FITSTAHT STANTH ST TTY YT THURT FHFTSITAh! SedTeh! Tas=mT Fraf-erd aiera=erar
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AN STTH A QAT U T ¥R HT UehT ATfaehehl el HIMEA T J&dT ARt
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a1 g% Teat fe T Seies T STeET ST T SHIG AT R HUeT ST facterdt
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(R) STeAUT o SdTereh! faw,
(@) SAT T TEQTe TSR T ATt TehTehT 19 T ST,
(1) "o TTieaeRT o febat FRT iRy foeer |
o T faeT Uk Ueeh AT fa uTeH,
o AT HaET AT Ueh UZeh HIMUT WgHheh! alcusl aT W&ara fpal o Tafe,
o S HTEAHETES SeTd= JT FdTd UsT TNUHT &, [t aregmane urs foeaf ar deied w afer |
9% AU E&iwa W sAfaEwRl - T o(2) " g™ SHITSH e T arers @iegd T

wrgen! €T gig i &

*.9. AT & T At "ifera H () qiferwat €T (7))
2. | TSR ot Svfient e T 3 FHUSTH 2 FUSHH
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(%) T STRIIHARTATC TRt UTed TehT 37k T SIHT U TEhehl STV TTe ST (e eI
HIT AT Y fefve fag o |
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o UTShI THT TRIAT HUT FHRAehT AT Gg WITATRT Sk QAT AT W BT &,
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i, favafaare onf) =t gwar ew ufaera fe anfuerr St ar ferer
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o o7k yaTer fmfor srishT @it AT MRURT AT STISRT LTSS HUT TEbIATRT
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1. Introduction

Economic resources' sufficiency, good health and happy relationships are the fundamental
needs, which contribute to people's quality of life. The importance of social well being is
recognised by government and policy makers. Policy makers have potential to influence
outcomes in social policy areas including, health, education, employment and family. A high
level of interest in social issues is an international phenomenon, with the recognition that
increased national economic prosperity is not necessarily accompanied by increased social
well being for all. Distributional effects are important and for many, well being is not directly
correlated with income. Governments and societies seek economic growth, and development
in most of the countries through public capital spending known as big push for development
from government capital spending in mega projects like infrastructures, electricity, information
technology and other social sector like health, education and so on.

Now-a-days, the need of government capital spending has raised concerns, especially after
the recent financial crisis according to the Keynesian approach for the economic development
and growth of nations. In Nepal, like in other developing economies, over the years, there
has been a steady increase in government spending, however, the economic growth and
development targets have not been achieved as expected. One of the reasons for this is low
performance of capital spending. These have led to several research interests on the role of
government spending. The revival of interest in growth theories has also re-energized interest
among researchers in verifying and understanding the relation between government fiscal
policies and economic growth. For instance, despite the huge amount of public expenditures,
there is still an insignificant level of development witnessed in Nepal.

Public expenditure on all sectors of the economy is expected to lead to economic growth
in the sense that capital and recurrent expenditure will boost the productive base of the
economy which, in turn, will lead to the growth. The economic growth of the country is in
average 4.2 percent over the last decade (Economic Survey, 2016/17). Absolute poverty
decreased from 42.0 percent in 1995 to 21.6 percent in 2016. However, there are large
disparities in the rates of poverty by gender, social group and geographical areas. The link
between government expenditure components and economic growth is a critical subject of
analysis as the two are interrelated (Stieglitz, 1989).

There has been increased contention among development economists as to the relationship
between public expenditure and economic growth. Government expenditure has been
found to boost productivity but on the same breath it has been seen as an impediment to
development because of the way it's financed. The development process of an economy
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mainly depends on the economic factors such as natural resources, infrastructure, monetary
and fiscal policy, agricultural and industrial development and so on. But these factors are not
sufficient for the rapid economic development of a country. Development process is affected
by human endowment, socio-cultural and political condition, organizational pattern, and
administrative system as well. It is important to know that these factors are not independent
but tend to reinforce and influence each other.

Nepal started its planned development effort in 1956 and now has experiences of more than
60 years. The country has achieved incredible progress in the areas such as road, irrigation,
drinking water, information and communications, literacy and life expectancy. However, in
terms of economic growth, the progress has not been satisfactory. The economic growth
rate, a major indicator of economic development, is not at desired level. In Nepal, low capital
expenditure continues to be a major concern. For example, in the fiscal year 2016/17, only
60.7 percent of capital expenditure allotment was spent. In other words, a sizable chunk of
the allocated budget remains unspent. A number of efforts, such as early authorization from
the Ministry of Finance (MOF), speedy approval of programmes from the National Planning
Commission (NPC) and regular meetings of Secretaries of the line ministries and Project
Managers with the MOF and NPC, among others, were initiated. However, neither they
brought remarkable improvements nor desired changes. The problem is generic across the
sectors. However, it is more severe in infrastructure development projects, the main binding
constraint of Nepal’s development.

2. Evidence of Capital Spending and Growth

Musgrave Rostow’s Theory is one of the important opinion on which it reflects the relationship
between government expenditure and economic growth. The theory asserts that in early
stages of economic growth, public expenditure in the economy should be encouraged. This
further states that during the early stages of growth there exist market failures and hence
there should be robust government involvement to deal with these failures. The opinion is
faulted because it ignores the contribution and takes sector by assuming the government
expenditure as only driver of economic growth. Likewise, Wagner Law is another important
view which shows the positive relationship between government spending and growth. The
literature opines that growth of public expending is a natural consequence of economic
growth. Specifically Wagner Law viewed public expenditure as behavioral variable that
positively responds to the dictates of a growing economy.

The hypothesis tries to find either a positive relationship between government spending
& income and a unidirectional causality running from government spending to economic
growth. The Wagner Law is admired because in many ways it attempt to explain public
expenditure and economic growth. The law is faulted because of its inherent assumption of
viewing the state as separate entity, capable of making its decisions ignoring the constituent’s
populace who in actual can decide against the dictates of the Wagner Law. Moreover, the
Keynesian model indicates that during recession a policy of budgetary expansion should
be undertaken to increase the aggregate demand in the economy thus boosting the Gross
Domestic Product (GDP). This is with a view that increases in government spending leads
to increased employment in public sector and firms in the business sector. The employment
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rises, income and profits of the firms increase, and this would result in the firms' hireling more
workers to produce the goods and services needed by the government.

In consonance to the above, the work of Barro (1990) has stipulated a new perspective in
which the investigation of the impact of fiscal budgetary expansion through public expenditure
can enhance output growth. The authors employed a Cobb-Douglas model and found that
government activity influences the direction of economic growth (Barro & Sula-i-martin, 1992).
However, one of the greatest limitations of Keynesian theory is that it fails to adequately
consider the problem of inflation which might be brought about by the increase in government
spending. Barro (1993) endogenize government spending in a growth model and analyze
the relationship between size of government and rates of growth and saving. He concluded
that an increase in resources devoted to non-productive government services is associated
with lower per capita growth. Therefore, government expenditure which enhances economic
growth should be tailored towards productive services. Capital expenditure has a lasting
impact on the economy and helps provide a more efficient, productive economy. Current
expenditure, however, doesn't have such a lasting impact. Once the money is spent, it is
gone and the effect on the economy is simply a short-term one.

Aregbeyen (2007) established a positive and significant correlation between government
capital and public investment and economic growth, while he found that current and
consumption expenditures were negatively associated with it. Other studies also confirm
either a negative or a positive correlation/relationship between fiscal policy (with government
expenditure, public investment or related variables used as proxies) and economic growth.
Gregorious and Ghosh (2007) made use of the heterogeneous panel data to study the impact
of government expenditure on economic growth. The result was that countries with large
government expenditure tended to experience higher growth.

Barro (1996) believed that expenditure on investment and productive activities is expected
to contribute positively to economic growth, while government consumption spending is
expected to be growth retarding. Government controls the economy through the use of
public expenditure. This instrument of government control promotes economic growth in the
sense that public investment contribute to capital accumulation. Devarajan (1996) using a
sample of 140 ECD countries found that expenditure on health; transport and communication
had positive impacts on economic growth. Spending in education and defense did not have
a positive impact on economic growth in the short run. The nature, size and direction of
government spending would surely determine its impact on the economy, which would
directly or indirectly affect the size and the output of the economy. Government spending and
economic growth are directly related. It has been established in literature by some authors
that there is a link between economic growth and government spending; they believe that
there is a nexus between government spending and economic growth. Government spending
has direct impact on the rate of economic advancement. Infrastructure is a key to economic
growth. A good infrastructural development will enhance productivity and bring about a low
unit cost of production, which will in turn increase competitiveness and effective participation
in the international market.

Gaire (2013), examined in the Nepalese context for the period 1975-2012 using annual time
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series data. The empirical results from the Johansen co-integration tests clearly show that
there is long run equilibrium relationship between government expenditure and real GDP,
private consumption and gross fixed capital formation. Likewise, Granger Causality test
confirms that there is bilateral causal relationship between government expenditure and gross
fixed capital formation in Nepal. Kharel (2012), developed a macroeconomic forecasting
model focusing on fiscal policy and economic growth in Nepal. The structure of the model,
which comprises a total of 14 equations, allows alternative policy options for maintaining
fiscal stability and promoting economic growth as well as switching deficit financing between
domestic and foreign loans by using annual data from 1992/93 to 2009/10 to estimate the
model and provide out-sample forecasts for 2010/11 to 2012/13, in order to evaluate the plan
performance. The empirical evidence suggests that fiscal policy, particularly governments'
capital expenditure affects economic growth positively and also crowds-in private investment.
However, there exists a trade-off between fiscal stability and high level of economic growth
as the policy goal of achieving both objectives seem to be unattainable. Sharma (2012),
examined the relationship between capital spending and economic growth and found that
government expenditure is one of the important determinants of economic growth. However
the growth of economy depends on the size, spending capacity, and effective use of capital
expenditure in the development process. In Nepal, due to political instability internal inability
and weak governance situation capital expenditure is unable to influence on economic
growth and development. The study further suggests for increasing the spending capacity
of government and regular monitoring in expenditure tracking and effective use of capital
expenditure. Likewise, the government should focus on law and order and fair and transparent
use of government investment avoiding corruption and misuse of public investment.

In Nepal, GON formulates fiscal policy with the objectives of sustainable economic
development and inclusive growth of the country, creation of employment, equitable
distribution of the resources eradicates the poverty and among others. The expenditure of
government that has been made for the payment of social sectors contributions such as
salary, wage, education, health, grant, subsidy, allowances, and social security and others
are known as recurrent expenditure. Likewise the government expenses made on the
development of the infrastructure such as road, hydroelectricity electricity, irrigation, railway,
information technology and among others are known as capital expenditure. After the great
depression of 1930s, Keynesian macroeconomics gained momentum regarding the presence
of the effective government's role for the economic development of the country. As per the
Keynesian multiplier theory, there would be the higher degree of increment in output with the
increment of government expenditure in infrastructure. Similarly IS-LM approach also justifies
the need of government expenditure for creating the aggregate demand in the economic
development of the country. Likewise, production possibility frontier model also underpins
the need of the government expenditure (both current and capital) for the increased output.

3. Current State of Capital Expenditure in Nepal

In Nepal, the growth of recurrent expenditure has been remaining high as compared to the
growth of capital expenditure for the decades. The total revenue mobilization has just covered
the recurrent and there has been always shortage of domestic financial resources for capital
expenditure in big and systematically important income and employment generating projects.
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The recurrent expenditure to some extent is essential from the point of view of social welfare,
inclusive growth, facilitating and benefiting the poor and in overall human development
aspects. As like, in other developing countries, Nepal has been facing the huge resource
deficit in infrastructure financing and the massive poverty prevails, the skyrocketing
recurrent expenditure needs to be economized so that it will create some fiscal space for
the development purpose. As the country is moving to federal set up, the need of recurrent
expenditure is inevitable, though it can be suggested to economize the recurrent expenditure
in future. In Nepal, before two decades, there had been used to be a large share of capital
expenditure than recurrent expenditure as percentage of total revenue. It was on an average
of 51.1 percentages five years ago. Then now, the share of capital expenditure remained
sluggish. In addition to this, another disappointing factor is that actual capital expenditure
averaged just around 70 percentage of planned capital expenditure in the last decade.
Likewise, the average capital expenditure to GDP ratio has been declined and it stood at
5.0 percent in average the last decade. At present, Nepal has been has been categorized as
facing moderate risk of debt distress, low capital expenditure and high treasury surplus as per
the latest Debt Sustainability Analysis by IMF, there is no constraints for borrowing both from
domestic and external sources, for meeting financial resource gap to development effort.
In Nepal, as per the latest World Bank Survey annual infrastructure financing requirement
has been estimated between 8.0-12.0 percent of GDP in the short and medium term. In
this sense, the country requires capital spending to reach the same percentage of GDP,
but in recent years, this is hovering just around 4.0 to 5.0 percent. In addition, a newly
announced National Urban Development Strategy of the government estimated that the
country needs an investment worth Rs 2.22 trillion to bridge infrastructure deficit, including
those in 191 municipalities, by fiscal year 2030-31. Low capital investment had a severe
impact on energy, transport, water supply and sanitation, irrigation & telecommunications.
Despite the government’s commitment to public-private partnerships to meet infrastructure
needs, project spending averaged only 71.0 percent of the budgeted allocation in the decade
of 2005-10. These dismal figures indicate that Nepal needs more and better investment to
foster innovation, make the economy competitive and enhance the efficiency of markets for
goods, labour & finance. Given high flow of remittance, internal resource and foreign aid,
including grant and loan, this is the best time to transform its economy by using available
surplus resources in building infrastructure and in social reforms. However, the current
country’s economic portfolio does not show good signs. With dwindling capital expenditure
and swelling recurrent expenditure, Nepal has been experiencing different types of economic
and social problem.

Out of the total budget allocated under the capital expenditure, the government has been
able to use just over 60.0 percent. As the government fails to spend the allocated budget
in the capital expenditure, there is surplus of huge rupees of amounts. Due to prolonged
political instability and poor implementation mechanism, Nepal's capacity to use the money
has reduced. As Nepal has announced its initiative to graduate from Least Developed Country
to a developing country by 2022, it needs to invest a huge amount of resources in the social
and infrastructure sectors. Nepal’s target to achieve 8.0 percent of annual GDP is unlikely at
the present rate of capital expenditure. The government needs to take certain drastic steps
to enhance the efficiency of the government agencies to increase the capital expenditure.
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those projects is very low and out of 21, only two projects are able to exceed the 50.0 percent
of the budget target.

Likewise, out of total budget allocation of Rs. 1049 billion, the budget allocation for capital
expenditure was Rs 312 billion (29.7 percent total budget) in 2016/17, while the budget
utilization was Rs 189 billion (60.7 percent of total allocation). The procedural delays in
requesting authorization for release of funds and the cumbersome procurement processes
have further delayed capital spending. The inability of the government to spend money on
time, which usually flows via the banks and financial institutions, may contribute to liquidity
constraints in the coming days. Additionally, public capital expenditure dependent sectors
such as construction are not expected to pick up and, it not, only affects employment creation,
but also revenue mobilization, overall economic growth rate, and poverty reduction too.

4. Capital Spending and Economic Growth

As throughout the Nepalese budgetary history, current expenditure kept on crowding out
capital expenditure and for example, the ratio of recurrent expenditure to capital expenditure
was around 2.0 in fiscal year 2006/07 whereas it increased to 2.65 in fiscal year 2016/17.

Available data show that the ratio of capital expenditure to Gross Domestic Product (GDP)
squeezedto 5.5 percentin average in lastfive years. In contrast, the ratio of current expenditure
to GDP went up to 21.6 percent in 2016/17 from 11.2 percent in 2006/07. As a result of low
capital expenditure, the ratio of investment on gross fixed capital formation to GDP remained
below compared to the South Asian Average. The low public sector investment in the gross
fixed capital formation has also discouraged the private sector from investing in fixed capital
formation. According to data from Central Bureau of Statistics (CBS), on average, one rupee
expenditure that the government makes in gross fixed capital formation brings in or leverages
an investment worth Rs 4.40 from the private sector.

The government of Nepal while presenting the budget in the parliament gradually reduced the
capital budget allocation in recent years, and as a result of this the actual capital expenditure
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itself is consistently lower than the budgeted amount. The struggle and consistent inability
to spend on time the allocated capital budget has put the issues surrounding the quality
of spending. For a developing country with tremendous need to scale up infrastructure
investments to tackle head-on the binding constraints to accelerated economic activities,
reduced as well as under spent capital budget is a cause of concern. Crowding in of private
investments has not happened due to the failure to ensure adequate physical prerequisites,
including infrastructure. Consequently, it is not only having an impact on productivity, but is
also suppressing economic growth and jobs creation below the potential. Scaling up both
quantum and quality of capital spending is vital for creating the foundations for the lackluster
growth to take off on sustainable path.

The government needs to
accelerate  capital  spending u Aol spending % 41 S0X)
through expedited approval of
funding requests for projects, and
allocating and releasing adequate
funds for projects facing funding &
constraints, while cutting down
delays in procurement process.
However, it is also critical that
the government is mindful of
the quality of capital spending " i)
by ensuring sound allocation @ 2

and quality utilization of the g
funds through sufficient internal R e e g
and external control. Towards ol —mRecument —Cpisl

accelerating capital spending
and augment its impact on economic growth, revenue mobilization, and job creation, the
government should prepare and unveil a timely and full budget in the coming years with
sufficient capital budget allocation. At the same time, actions to enhance accountability and
transparency of public management need to be accelerated, including the reforms for public
financial management, public procurement, and other public governance functions.

Likewise, the major source of capital expenditure in Nepal, which is foreign aid realization
from bilateral and multilateral donors has been continuously declined and fell down due to
the changed strategies of foreign aid by donors. The amount pledged in donors' conference
right after earthquake devastation (Rs. 440 billion) had unreleased due to the passive political
wrangling. The government should formulate and implement the policies for generating
employment and income. Government has been investing more in the payment of salary,
allowances and other benefits to the public personnels. Government should make clear
vision and strategy regarding the public enterprises operation. Public Enterprises which are
not effective on their result should be disinvested.

Moreover, there is the trend of making high recurrent expenditure for making small capital
expenditure. So, such types of practices should be minimized and eliminated to make
the expenditure more transparent and it should be tied with the outcome of the project.
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Emphasis on the enhancement of productivity of the employees should be given. Such
as contemporary management practices should be exercised to motivate the employees.
Information and technology should be used to get the efficient output. The training and
seminar expenses should be result oriented and need based so that it can contribute the
skill enhancement of the employees and implemented in the work field which will ultimately
increase the efficiency of staffs. Government grant and subsides should be provided to the
targeted people and there should be mechanism to make ensure about the end use of the
subsidy and grant. The allocation of budget in different headings should be based on realistic
estimation with detailed study and need assessment and duplication in allocation is to be
avoided. Transparent expenditure mechanism should be practiced. Quality of procurement
and maintenance work should be assured. Strong internal control mechanism should be
developed and effectively implemented. There should be the strong commitment and the
vision of the political leadership to minimize the recurrent expenditure.

Public capital spending has been persistently weak in Nepal, with both planned and actual
spending languishing far below what is needed to close the infrastructure deficit, estimated to
be between 8.2 to 11.8 percent of GDP per year until 2020. Raising the amount and quality
of capital expenditure is one of the country’s most pressing challenges. Accelerated capital
spending is needed to scale up infrastructure investments, create business opportunities,
and lower the cost of doing business. This will help attract private investments, which are
critical for Nepal to attain higher economic growth that is both sustainable and inclusive.
Nepal needs more public spending in the form of capital for the following reasons:

e Development of infrastructure: Nepal has very poor and old physical infrastructure.
For example, on road network in South Asia, Nepal ranks 147" out of 155 countries
in the logistic performance index (World Bank). Likewise, per capita electricity
consumption is 105.5kwh which is lower than SAARC. The global competitiveness
report ranks Nepal 102" out of 144 countries on stock of quality of infrastructure,

e Upgrading the country to developing country status by 2022 and middle income
country by 2030.

¢ Creation of employment and thereby eradicating poverty.

¢ Inclusive and sustainable economic growth.

¢ Reducing the dependency on other countries for energy and food security.
¢ Crowding in the private investment.

e Maximum utilization of the resources.

¢ Rehabilitation and reconstruction of the country that has been damaged by the
devastating earthquake.

¢ Reenergize the economy which has been slowed down due to the recent blockade.
5. Constraints of Capital Spending

There are so many issues involved in low capital spending in Nepal. Partly, this is also
related to the government agencies as well as the development partners. On the part of the
government, there are issues concerning the delay in contract awards and there are problems
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related to procurement, which creates a lot of problems, leading to a low capital spending.
One of the major problems related to low capital spending is also partial budget sanctions.
Although the budget is dispatched in the very beginning of the fiscal year, the problem is
that the concerned departments do not get the budget in time. For instance, there is the
need to get approvals from different ministries to implement the programs, including from
the National Planning Commission, concerned line ministries and then district line agencies.
The procedures are so complicated that the budget and program do not reach in time. Even
if the contracts are awarded in time, their implementation is often delayed due to the legal
disputes on such contracts. Political transition, development transition and impractical rules,
regulations and processes are also responsible for the constraints of capital spending. Along
with the processes, the budget and spending as well as procurement rules and regulations
are also creating hurdles.

e Bureaucratic hassles and long procedural formalities to complete the task.

e Project approval delays (e.g. for the construction of hydropower, an investor has to pass
through 7 ministries, 23 departments and 36 legal formalities).

o Weak intra and inter ministry co-ordination.

¢ Slow decision making arising from the apprehension over the autonomous anti - corruption
body's action.

e Co -ordination is lacking between periodic plan and budget.

e Limited project appraisal, planning and implementation capacity of the line ministries
including the lack of medium term expenditure framework.

e Lack of strong pipeline of projects ready for implementation.

e Cumbersome laws and regulations related to procurement and procedural clearances.
o Weak allocative efficiency/improper budget cycle.

e Poor quality of spending, trend of pushing of expenditure towards year end.

o Low level of participation in local level.

o Lack of feasibility studies and detail design in advance lack of well planned procurement
plans.

o Delay and obstacles in land acquisition.

e Budget allocation for the projects which do not have any feasibility study.

e Lack of prioritization of projects and various projects are prioritizing in P1 category.
o Weak project management technique, high staff turnover and lack of staff capacity

e Lengthy procurement process and weak capacity of contractor. Likewise, holding so
many contracts by a single contractor in most cases show weak contract management.

¢ Unavailability different level of skilled, semi-skilled and low-skilled manpower.

e Lack of performance evaluation and appraisal mechanism that has to be tied with reward
and punishment.

o High fiduciary risks in project implementation, particularly in rural areas when programms
are implemented through local government having limited human resources and capacity.
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o Political instability and policy implementation uncertainty.
o Political interference in operational level.

6. Recommendation

Since more than a decade, capital expenditure has not been used as per the allocation.
Experts point to the fact that growing revenue collection during the second quarter and rise
in reimbursements by the donors also resulted in the exponential surplus of money in the
government’s treasury. But the increasing budget surplus in the treasury is indicative of our
low absorption capacity. The government should divert the resources from underperforming
projects to good performing projects so that capital expenditure can be maximized. The
delay in spending the budget can lead to multiple problems in the market, such as lack of
liquidity, job creation and slow development work. For years, we have been fatigued by this
bizarre development practice. If a major chunk of the budget continues to pile up, there is
persistent risk of spending the budget unaccountably at the end of the fiscal year. This has
been happening for the last several years.

Laws and guidelines clearly stipulate that development expenditures have to be made within
a set deadline, and accountability and transparency must be maintained in the process.
But brushing aside such legal and procedural mandates, expenditures are being made in
such a way as to produce miserable development output when hefty amounts are being
spent for development works annually. It has become a common sight in and around the
cities, towns and villages that construction of new tracks and blacktopping of roads unusually
pick up momentum during June and July each year. There are some core reasons behind
this practice. First, the efficacy of the government agencies in Nepal is often linked to their
capacity to absorb or spend the allocated amount. This puts them under pressure to finish the
budget at any cost when the fiscal year is about to close, not bothering about the quality of
services such expenditure produce. Second, spending budgets within a short duration leaves
opportunities for kickbacks, corruption and commissions. Political parties and bureaucrats
who often work in close cahoots have been benefiting from such a filthy development practice
and culture. Because of this mentality and culture, bureaucrats and politicians do not speed
up allocation and expenditures in the early stage. Corruption and margin of profit can be
higher in small and tiny projects.

Therefore, allocations to tiny and small projects have soared in the last few years. Local
offices are under pressure to release the funds to projects of non-priority when the end of
the fiscal year is just a few weeks away. There has been pressure on the line ministries and
departments to finish the remaining budget in a few months. With these instances following
few, among others can be taken on note for low spending and improve the current situation.

e Projects which were not screened and were also not ready to be included are included in
the budget. Therefore, this practice should be reviewed and eliminated.

e Implementation framework of projects with detailed performance indicators, time
framework and accountably of concerned authority should be prepared and enforced.
Performance of the project should be aligned with the performance appraisal of the key
project staffs.
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e The orientation training on technical aspects of projects, implementation method,
expected output and outcome including inter-agency coordination should be provided in
the beginning to the personnel assigned in the projects.

e Local institutions as envisioned in the Local Self Governance Act should be empowered
to expedite the expenditure from the local level.

o Donor assisted projects are either unjustifiably categorized as Priority One projects or
prepared with inadequate consultation and participation of stakeholders. Therefore,
this system of categorization needs to be eliminated and require more consultation and
participation of stakeholders.

e Service providers particularly the contractors which are weak, needs to be more strong
and capable in handling projects.

¢ Budget submission is always late, and approval and authorization get further delayed.
Fiscal Managementand Transparency Act needs to promulgated and require implementing
effectively.

e Medium Term Expenditure Framework (MTEF) introduced as an instrument to
appropriately link an annual budget and the periodic plan needs to be continued.

¢ Those who perform are not rewarded and those who do not are not punished. Therefore,
reward and punishment system require implementing effectively.

o Performance based retention of key project staff, waving off requirement for project
approval from NPC and MOF after the introduction of budget might be a best option.
Likewise, multiyear contract of key roads projects may ease the bottlenecks of project
implementation to some extents.

o Eliminate waste, duplication, and inappropriate federal spending.

e Procedural delays in approving the project and awarding the contract, a tendency among
contractors not to work after receiving the mobilization fund in advance, frequent transfer
of technical and top level staffers at the project and fear of the anti-graft body are some
of the reasons for the low spending of the capital expenditure needs to be eliminated.

o Development intervention has focused more on expenditure than on substantial output. A
government agency's capacity to spend more is linked to its efficiency, which is a wrong
development approach. Until the development focus shifts from sheer absorption to
yielding outcomes, billions of spending will not bear development fruits. The development
initiative will not move anywhere if it fails to streamline the development process and
objectively monitor the outcomes of such expenses every year. Therefore this situation
needs to be reformed and improved.

7. Conclusion

The government should seriously take note of the problems and issues about the low budget
expenditure and very weak performance of spending in terms of quality of work and life.
Learning lessons from the past years, Nepal must expedite the release of funds on time and
spend the budget accountably and transparently for improved development infrastructure
and activities. Monitoring and maintaining the standard is being always the key issue while
routing expenditures. In the context, that the capital expenditure is expected to fill in the gap of
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investment requirement to drive the growth, focusing investments in infrastructure that would
provide a better environment for more efficient private sector, and encourage systematic
capital formation in the country by both private and public sectors, there is an urgent need for
bringing in a policy with a strong commitment to (i) bar the concerned ministries to forward
not ready to implement projects to include in the budget, (ii) ensure a budget submission
date is fixed by an act and the budget is endorsed before the beginning of a fiscal year, (iii)
strengthen capacity of contractors through merger and acquisition, (iv ) restore link between
annual budget and periodic plan through MTEF, and (v) adopt a reward and punishment
policy particularly in infrastructure projects. Overall, on an average public expenditure and
potential economic growth are linked by a long-run relationship. However, the net impact of
potential growth on the future stream of government budget balances depends also on other
factors like the political will, the efficiency and also on prioritizing on the key sectors of the
economy.

In order to realize the expected economic growth in the country the performance will largely
depends on the efficiency of scaled-up expenditure. It is evident that the composition of
government expenditure affects economic growth. This is based on the simple fact that Nepal
is a developing country and any investment in infrastructure will bring in many economic
benefits to the country. The investment on infrastructure certainly delivers through the capital
expenditure. Therefore the role of capital expenditure is important in Nepal for the economic
development, growth and prosperity of people through eradicating poverty. Government
spending is an important countercyclical tool for countries of all income levels. In low-
income countries (LICs), pressing capital needs give government spending another role to
promote long-term economic growth. The evidence in LICs suggests that where spending is
concentrated on wages tend to have lower growth, while those that allocate higher shares
to capital and nonwage goods and services enjoy faster output expansion. Tilting the overall
composition of public expenditure toward more productive uses is particularly important
for boosting growth. Fiscal consolidations achieved through cutting selected recurrent
expenditures tend to trigger higher growth rates than adjustments based on revenue
increases and cuts in more productive spending, the result consistent with the findings for
industrial countries too.

Although, the performance of government spending in economic growth has been found
mixed in various empirical studies for example in Africa and Asia, government spending in
agriculture and education were particularly strong in promoting economic growth whereas in
Latin America, spending in agriculture, infrastructure and social security had positive growth-
promoting effects. Structural adjustment programs had a negative effect on growth in Africa,
but no statistically significant effects in Asia and Latin America (IMF, 2003). Various types
of government spending have differential impacts on economic growth, implying greater
potential to improve efficiency of government spending by reallocation among sectors.
Nepal should increase capital spending in agriculture, particularly on production-enhancing
investments and agricultural R&D. This type of spending not only yields high returns to
agricultural production, but also has a large impact on poverty reduction since most of the
poor in Nepal still reside in rural areas and their main source of livelihood is agriculture.
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Assessing Integrity of
an Public Sector Organization

Ramu Prasad Dotel
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1. Background

Integrity is the qualifications of being honest and having strong moral principles. It is the inner
sense of "wholeness" deriving from qualities such as honesty, consistency of character and
exemplary behavior. It possesses the quality of acting in accordance with specific values
(Incorruptibility) or laws and codes, relevant moral values and norms. In other words, integrity
is the sum of accountability, competency, and ethical behavior by deducting corruption.
Whereas, accountability is answerability, transparency, social responsibility, consistency and
clarity; competency is knowledge, skill, qualification and professionalism; ethical behavior
includes trustworthy, fairness, honesty and confidentiality. Such characters or qualities need
to be acquired and corruption which includes bribe, patronage, theft, forging and manipulation
should be abolished.

Integrity is the one of the main pillar of good governance. It can be measured in national,
organizational and individual level. Transparency International Nepal has conducted
national integrity assessment. However, the eight pillar of integrity system were in moderate
status. It has enlightened the need for improvement in overall integrity system. In addition,
Transparency International (TI) publishes corruption perception index each year. According
to the 2016 corruption perception index reported by TI, Nepal is 131 least corrupt nations
out of 175 countries, which was reaching high 154 in 2016 and record low 90 in 2004. This
indicates the vulnerability of the country in promoting better governance across all aspects of
society. Beside the national integrity assessment, organizational and individual level integrity
assessment plays vital role to shape the governance system of the country.

There are several tools in the world to conduct assessment of integrity within the organization
and individual level. However, such practice has not been introduced in our country. It is
utmost important to conduct integrity assessment for analyzing their integrity risks and
assessing the maturity of their integrity control systems. The oversight agencies such as
Commission for the Investigation of Abuse of Authority (CIAA), Office of the Auditor General
(OAG), National Vigilance Center (NVC) can design assessment tools and methodology as
per nature of work of the organization, which is suitable for country prospective. This article
discuss about integrity assessment of the public sector organization, methodology as well as
the sample assessment tools designed, which are supposed to be used to conduct integrity
assessment in near future.



2. Rationale of assessment

Organizational integrity assessment tools assess the vulnerability, integrity control system
and the gap, which ultimately help to design strategy and control system in the public sector
organization. If all public sector organizations have sound integrity system, it could contribute
to corruption control and eventually in good governance. The rationale of assessment is to
evaluate the effectiveness of the public sector organization in promoting integrity. It also
generates understanding of strength and weaknesses in integrity and helps in determining
strategy to build integrity in the organization. Assessment creates awareness within the
organization about the integrity and contributes to prevent the breach of integrity.

Improvement in the integrity of individual organization contributes to the whole governance
system. Scoring system in the assessment process is crucial to recognize more risky public
entities, where the oversight agencies can focus their activities. In addition, integrity score
creates competitive environment among the organization to get integrity honor.

3. Assessment methodology

Different approaches are used to assess the integrity of the organization. The self-assessment
is one approach, in which structured workshop moderated by a facilitator is organized. In
such workshop, the designed tools, included in annex 1-3 are used. These tools focus at
conditions for preventing corruption and generate a list of management recommendations for
supporting the integrity of the organization in a question. It is a management tool enabling the
user to design a tailor-made integrity policy and at the same time to raise integrity awareness
among its staff. Such workshop is organized with cross section of employees, utilizing
knowledge and experience of employees in risk and control relating to integrity.

Another approach for the organizational level integrity assessment is to employ external
expert or this can be conducted by oversight agencies i.e. Commission for the Investigation of
Abuse of Authority, Office of the Auditor General, National Vigilance Center etc. This approach
is more independent comparing to self assessment. However, the staff of respective offices
should be involved to obtain better result and create ownership. Otherwise, suggestions
given by the assessor may not be acceptable to the organization.

Assessor should collect detailed evidences or information about the specific government
agencies or sectors. The techniques used to collect evidences include:

e Studies, reports, laws, and other documentation

e Interviews (informal and structured)

e Focus groups

e Direct observation

e  Workshop

¢ Questionnaire

¢ Quantitative survey

4. Integrity assessment

Integrity assessment is conducted in two stages. Firstly, vulnerability profile is prepared by
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identifying inherent vulnerability and vulnerability enhancing factors of respective organization.
Vulnerable processes for integrity exist in all government organization. However, some
activities or organizations are inherently more vulnerable than other. For example, those
offices which are involved in procurement, payment of subsidies, benefits, allowances,
granting and issuing licenses, giving permits, authorization, certification, regulating, setting
standard, enforcing prosecutions, justice, sanction, assessing revenue, collecting revenue,
handling cash and goods, managing and utilizing assets, negotiation, giving approval have
more vulnerable by nature for integrity. Other offices, involved in preparing plan, administering
meeting, providing training and conducting research are considered less vulnerable. Thus,
inherent vulnerability is assessed considering the types of activities performed by the
organization.

Object Assessment of Recommendations
definition Vulnerability Assessment of Reducin
-organization - Inherent Maturity l.evel Gap. Vulneralg)ility
- Processes >  vulnerability | of Integrity 1 » Analysis [ 3
- Vulnerability Control System - Strengthening
enhancing Controls
factors

In addition to inherently vulnerable activities, some circumstances may enhance the
existing vulnerability of the organization to integrity breaches. Such circumstances include:
complex legislation and directives,
propriety right, involvement of
multiple  organization, political
intervention, lack of established
system, no budgetary restriction,
lack of monitoring mechanism,
legal protection against
prosecution, group responsibility,
unionism, conflict of interest, low
remuneration, overspending, and
involvement of mediator/agent
etc. Inherently medium vulnerable
offices with high vulnerability enhancing factors result into high vulnerability profile. While
conducting integrity assessment, inherent vulnerabilities and vulnerability enhancing factors
are assessed to identify overall vulnerability profile.

Resilien

Medium

Remaining
Vulnerability

When the integrity appears vulnerable, office establishes integrity control system. It is
measured using different indicators such as: policy framework and legislation for integrity,
responsibilities assigned for integrity, legal framework to protect independence, internal
control mechanism, value and standards, professional standard, code of ethics, integrity
awareness, management attitude, organization culture, response to integrity violations,
accountability, audit and monitoring. Such factors control the breaching of the integrity. As
shown in the figure above, total vulnerability of integrity is determined calculating score
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in each area with considering the vulnerability enhancing factor. Resilience is computed
considering the maturity level of integrity control. The balance can be achieved by reducing
vulnerability or enhancing control. Though overall vulnerability of integrity is high, integrity
control system helps to reduce the risk of violation and promote integrity. While assessing the
integrity system, if vulnerability is high and integrity control system is also medium or weak
then such office needs to determine strategy to improve integrity system.

The sample checklists to determine inherent vulnerabilities, vulnerability enhancing factors
and integrity control system are attached in annex 1-3. Integrity assessment is conducted by
scoring each indicator.

5. Benefit and challenges

The integrity building is crucial in promoting good governance. Overall integrity depends upon
the organizational and individual level integrity. For building integrity, current level of integrity,
strength and weaknesses needs to be identified. Integrity assessment exercise is important
to identify the status of organizational and individual level in public sector. It creates some sort
of awareness about the integrity in the organization and promotes internal communication
on the matter of integrity. Staff are become aware about the areas to be strenghten. It helps
to formulate integrity policy or operational guidance, based on a systematic integrity risk
analysis. It insists the recording of integrity violation and appropriate response to such cases
in timely manner. It is crucial to be noted that integrity is the behavioral aspect and depends
upon the attitude of individual staff. Moreover, it can be further enhanced and controlled by
the circumstance of the workplace. Thus, it is important to conduct organizational assessment
periodically and adopt strategies to build integrity.

However, it is difficult to identify measurable indicators which spoil or build integrity. Some
factors, cited in the checklist as vulnerability enhancing factors and integrity control system
are not exhaustive. Likewise, inherent vulnerabilities differ as per the nature and area of the
activities performed or service delivered by the public organizations. Thus, such indicators
mentioned in the checklists need to be customized to fit in to the organization.

Challenge in assessing organizational integrity is the scoring system, which involve
subjectivity. Although it is attempted to make objective, it depends upon the individual
perception. Therefore, workshop approach has been suggested to conduct the assessment,
where different experience people from the organization and outsider along with facilitator
come to the conclusion about the indicators.

6. Conclusion

Integrity assessment is an important step for integrity building. Organizational integrity
building involves developing and maintaining a professional and respectful environment
in the organization. It also includes ethical behavior, active management and supervision,
accountability and transparency, effective processes, corruption control and confident
professional reporting practice in the organization. For conducting the organizational
level integrity assessment, the indicators have been developed considering vulnerability,
vulnerability enhancing factors and integrity control system. Any organization can use
the sample checklists included in the annex or customize them. However, the oversight

1R .



agencies such as CIAA, OAG and NVC may conduct integrity assessment of Government
Office periodically. This will help to identify the vulnerable offices including the strength
and weaknesses in area of integrity control system and also support to determine strategy
for building integrity. In essence, building organizational integrity is about creating an
organization that fosters the development of high professional and ethical standards, and
demonstrates the values of the organization which is the best to safeguard against risks to
integrity, including improper conduct, misconduct and corruption.

Annex -1
Inherent vulnerabilities

This form is designed to measure the inherent vulnerability of the public sector organization.
It is used to assess whether and to what extent the processes or activities is important to the
respective organization. If the processes or activities are very important for the organization,
it will be consider as inherently vulnerable organization. The score is given considering the
importance of the activities in the organization. Score 3 is given to very important activity, 2
score is given to important, 1 score is given to relevant and 0 score is given to not important
activity. The sample checklist is given below.

Importance

Vulnerable areas /activities /actions
Score 0-3

Procurement, tenders, orders,
assignments, approval, awards

1 Contracting

2 Payment Subsidies, benefits, allowances, grants,
sponsoring, unusual transaction (outside normal
operation)

3 Granting / Permits, licenses, identity cards, renewal,

Issuance authorizations, disbursement, certification

4 Regulating | Conditions of permits, setting standards /

criteria, norms, reviewing performance, issuing
directives,

5 Inspection/
audit

Supervision, monitoring, oversight, control, inspection,
audit

6 Enforcement

Prosecution, justice, sanctioning, punishment

7 Information

National security, confidential information, documents,
dossiers, copyright

8 Money

Treasury, revenue assessment and collection, fines,
financial instruments, portfolio management,
cash/bank, premiums, deposits, expenses,
bonuses, allowances, etc.
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9 Goods Handling, management and consumption
(Consumables, equipment)

10 Assets Usage of assets, recording and management,
distribution
11. Decision Negotiation, accreditation, service delivery

Annex -2
Vulnerability enhancing factors

In addition to the inherently vulnerable activities, some circumstances may enhance the
existing vulnerability of the organization to integrity breaches. If these conditions prevail in
the organization, it will increase the vulnerability. Thus, the score is given as per the level of
existence of these conditions. Score 3 is given in very higher level of existence, score 2 is
given to existence, score 1 is given in existence to some extent and score 0 is given in non
existence of the conditions.

Conditions Score (0-3)

1. Complexity

1.1 Innovation / advanced (computer) systems

1.2 Complex legislation, directives
1.3 Special arrangement (legal / fiscal)
1.4 Bureaucracy

1.5 Involving multiple entities

1.6 Networks of relations

1.7 Mix of public-private interests (commerce / competition)
1.8 Need for external expertise

1.9 Political influence / intervention

1.10 Propriety right/Judgmental right

2. Change/Dynamics

2.1 Young organization, lack of established system or mechanism
2.2 Frequently changing legislation

2.3 Strong growth or downsizing

2.4 Privatisation / Management buy-out

2.5 Outsourcing

2.6 Crisis (re-organisation, survival of the organisation or job at stake)

2.7 External pressure (pressure on performance, expenditure, time,
political pressure)
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Conditions Score (0-3)

2.8 No budgetary restriction/ over budgeting

3. Management

3.1 Dominant

3.2 Manipulative

3.3 Lack of supervision and monitoring

3.4 Remuneration strongly dependent on performance

3.5 Lack of accountability

3.6 Ignoring advice / signals

3.7 Defensive response to criticism or complaints

3.8 Legal protection against prosecution

4. Personnel

Work environment

4.1 Pressure on performance / income dependent on performance

4.2 Low status / lack of esteem/ low rewards / low career prospects

4.3 Poor working conditions / High workload

4.4 Group loyalty/ Good relationship/ Familiarity risk/ Intimation with
team member,

4.5 Confidentiality in working procedures/ Black box

4.6 Personal attachment with client/ beneficiary

4.7 low remuneration

4.8 Involvement of agent/ mediator

4.9 Power to obstruct, unionism

Individual

4.10 Having other interests (side jobs etc.), conflict of interest

4.11 High personal debts

4.12 Lifestyle (overspending)

4.13 Temptation on personal properties

4.14 Personal threats

4.15 Addictions (alcohol, drugs)

5. Problem history

5.1 Complaints

5.3 Signals / whistle blowers

5.4 Earlier incidents (recidivism)

5.5 Administrative problems (backlogs, inconsistencies, extraordinary
trends etc.)
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Annex 3
Maturity level of Integrity Control System

This checklist is designed to assess the integrity control system. Different indicators are given to
measure the control system. While measuring the system, score 3 is given if the indicator exists,
implemented and working effectively, score 2 is given if the indicator exists and implemented
but not effective, score 1 is given if the indicator exist but not implemented and 0 is given if the
indicator does not exist.

Indicators Maturity level
Score 0-3

1 Policy framework

1.1 Integrity measures embedded in a systematic policy framework
1.2 Concrete objectives formulated as part of the integrity system

1.3 Time and funds budgeted for implementing integrity measures

14 Communication about Integrity measures

1.5 Integrity policy formally laid down in an overall policy plan

2 Vulnerability / risk analysis

2.1 General vulnerability / risk analyses of integrity regularly carried out

2.2 In depth analyses carried out for vulnerable areas and positions
2.3 Strategy to improve integrity system are determined
Responsibilities

3.1 (Functional) responsibilities assigned for integrity

3.2 Systematic consultation between officials responsible for integrity

3.3 Integrity counselor appointed

3.4 Periodic coordination with outside organizations and external
stakeholders

3.5 Coordinator appointed for integrity policy (externally)

4 Integrity legislation and regulations; Rules are in place
regarding:
Conflicts of interest

4.1 - External positions/financial interests

4.2 - The acceptance of gifts/invitations

4.3 - Confidentiality

44 - Preventing “revolving door arrangements” (Involving former
employee to client's offices

4.5 - Influence of politicians on civil servants
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Indicators

Maturity level
Score 0-3

Integrity within organizations

4.6

- Combating/dealing with undesirable conduct

4.7

- Private expense claimed

4.8

- Email, internet photocopy and telephone use

4.9

- Use employer's vehicle for personal use

4.10

- Use of the employer’s property

Administrative organization and internal control

5.1

Specification of vulnerable activities and positions

5.2

Specific control procedures in place for conducting vulnerable
activities

5.3

Job descriptions for all staff members/ responsibility clearly
defined

54

Segregation of duties

5.5

“Four eyes principle” applied ( requirement of involvement of two
individuals)

5.6

Job rotation scheme to avoid familiarity risk

5.7

Proper authorization from higher authority

5.8

Mandated to relevant external reporting requirements

5.9

Objective performance evaluation mechanism for rewarding
performer and discouraging non performer.

Security; Measures have been taken with regard to:

6.1

Physical security (locks, windows, doors, safes, etc.)

6.2

Information security (IT security, clean desk policy, classification
of information as confidential/secret, access authorisations, filing
systems)

6.3

Non cash transaction, use of account payee cheque

6.4

Revenue directly deposited into bank account.

Values and standards

7.1

Integrity is part of the organisation’s mission.

7.2

Integrity related code of conduct have been formulated.

7.3

Provision of oath or pledge taking.

7.4

The oranisation has a code of ethics and made public covering:
- trust, confidence and credibility;

- integrity ; independence, objectivity, impartiality,

- (political) neutrality, avoidance of conflicts of interests;

- competence; etc.
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Indicators Maturity level
Score 0-3

7.5 Self declaration on code of ethics and monitoring mechanism for
code of ethics prevails.

7.6 Rules designed to prevent nepotism exist and are enforced.

8 Professional standards

8.1 Standard operating procedures and guidelines are prepared for
performing the responsibility of Organization.

8.2 Training courses offered to staff introducing the basis knowledge
required to perform quality work and system of providing continuous
professional education should be introduced.

9 Integrity awareness

9.1 Integrity is an explicit requirement for all positions.

9.2 Regular training courses provided considering integrity.

9.3 Staff in vulnerable positions informed of particular risks and
counter measures.

9.4 Special assistance and/or counseling for staff to cope with integrity
risks.

10 Management attitude

10.1 |Higher authority actively promotes the importance of integrity.

10.2 |Higher authority actively seeks the implementation of an integrity
policy and
integrity measures.

10.3 |Higher authority always responds appropriately to integrity issues.

10.4 | Higher authority itself complies with integrity regulations and/or
code of
conduct, serving as an example of appropriate ethical behavior.

11 Organizational culture

11.1  |Regular attention is paid to the importance of integrity.

11.2 |Integrity questions can be discussed safely.

11.3 | Sufficient opportunity to express criticism on the behavior of the
staff.

11.4 |Importance of integrity is clearly explained to external relations.

11.5 | Open communication on integrity violations and how they are dealt
with.

11.6 | Organization structure with clearly defined roles and responsibility
and culture of holding others responsible for their conduct.

11.7 | Sufficient consideration of job satisfaction.
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Indicators

Maturity level
Score 0-3

11.8

High degree of salary variation among the higher and junior staff.

12

Recruitment & selection

12.1

Fixed procedures for dealing with all recruitment. Merit based
recruitment is in place.

12.3

Integrity is part of the introduction programme for new staff.

12.4

Declaration of personal property annually.

12.5

Integrity is periodically considered in work consultation meetings.

12.6

Integrity is a specific consideration when hiring temporary and
external staff.

12.7

Remuneration fringe and benefit and other motivational factors are
sufficient to attract competent manpower from the market.

13

Response to integrity violations

13.1

Notification procedure is in place for employees to report
suspected violations of integrity.
(‘whistle blowers procedure’) (ISSAI 40, 6b, element 2)

13.2

General public are accessible to report suspected violations.

13.3

Integrity counselor is involved in the notification of violations.

13.4

Procedure for handling complaints from external sources.

13.5

Protocol for investigating (suspected) integrity violations prevail.

13.6

Central recording of integrity violations.

13.7

The organisation always responds to integrity violations.

13.8

Suspicions of criminal offences are always reported to the public
prosecutor or the police.

14

Accountability and transparency

General

14.1

Senior authority receives reports to account of the integrity policy
adherence.

14.2

Democratically elected authorities (parliament, municipal council,
etc.) receive reports to account for the integrity policy conducted.

14.3

Budget execution and performance reports are publish
periodically.




Indicators Maturity level
Score 0-3

14.4 |Budget is authorized by competent authority (Parliament, General
Assembly) and off-budget expenditure are not made.

14.4 | All revenue earned are timely deposited in the treasury.

14.5 |Compliance of prevailing acts, rules and regulation.

14.6 |Providing information to public as required by law.

14.7 |Consultative process in decision making.

14.8 |Public hearing conducted periodically.

15 Audit & monitoring

15.1 | The integrity system is periodically audited by an internal auditor.

15.2 | The integrity system is periodically reviewed by an independent
external auditor and/or supervisor.

15.3 | The integrity system is periodically monitored or evaluated by
higher authorities.

15.4 |Suggestion given by periodic monitoring of management,
internal, external are implemented in timely manner.

15.5 |Financial statements are submitted in timely manner and get
audited by independent external auditor.

15.6 |Issues reported by auditor are settled in timely manner.
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Abstract:

This paper studies the relationship between stock market development and economic growth
in Nepal using annual data from 2007 to 2017. The trend of the data shows some sort of
instability in the stock market along with the economic growth pattern of the economy. The
relationships between economic growth and indicators of stock market development were
observed through data structure and their variation during the period. The trend of ten year
indicates the association between stock market development & economic growth in Nepal. The
findings support the theoretical prediction that development of stock market would play a key
role in economic growth. The study therefore concludes that stock market development leads
the economic growth in Nepal and efforts should be devoted to develop the stock market.

Keywords: stock market; economic growth; Nepal.
General background

The capital market has been identified as an institution which contributes to the socio-
economic growth and development of emerging and developed economies. This is made
possible by the intermediary role played by the capital market in mobilizing funds from surplus
units to deficits units to be invested into projects with positive net present value (NPV), which
may enhance economic growth of the nation. Capital market is a driver of any economy to
growth and development because it is essential for long-term growth capital formation. It is
crucial in the mobilization of savings and channeling of such funds, i.e. savings to profitable
self-liquidating investment. Capital market offers access to a variety of financial instruments
that enable economic agents to pool, price, and exchange risk. Through assets with attractive
yields, liquidity and risk characteristics, it encourages savings in financial form. This is very
essential for government and other institutions in need of long -term funds and for suppliers of
long-term funds. The vital roles played by the capital market in the achievement of economic
growth thereby enables government, industries, corporate bodies to raise long-term capital
for the purpose of financing new projects, expanding and modernizing industrial concerns.
A unique benefit of the capital market to corporate entities is the provision of long-term,
non-debt financial capital. Based on its importance in accelerating economic growth and
development, government of most nations tends to have keen interest in the performance
of its capital market. The concern is for sustained confidence in the market and for a strong
investors' protection arrangement. There are two types of financing in the financial market
direct and indirect financing. Capital market is the only way for direct financing for various
investment opportunity and options.
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Economic growth in Nepal

Nations development and its situation in economic world, define in economic growth. That
is how much more the economy produces than it did before. It measures a country's entire
economic output for the past year. That takes into account all goods and services that are
produced in this country for sale, whether they are sold domestically or sold overseas. Most
governments try to manage economic growth. For one thing, when the economy is growing,
businesses make more money, which increases tax revenue. They also hire more people,
which increase income. When people feel prosperous, they reward political leaders by re-
electing them. The government can stimulate the economy through expansive fiscal policy.
That's when it either spends more, cuts taxes, or both. Since politicians want to get re-
elected, they use expansive fiscal policy to stimulate the economy. Expansive fiscal policy is
addictive. If the government keeps spending more and taxing less to spur economic growth,
it leads to deficit spending. It works for a while, but eventually leads to higher debt levels.

Nepal's economy began its first period of sustained economic growth in the early 1980s
and through the 1990s, when growth remained relatively steady but slow. The civil conflict
that began in 1996 and escalated in 2002 further slowed Nepal’'s already modest rate of
economic growth, especially in relation to other nearby economies in South Asia. While the
Comprehensive Peace Accord of 2006 led to improved economic performance, economic
growth remains modest. Since 2008, per capita growth has averaged around 4% per year
except fiscal year 2072/073. Despite slow economic growth, Nepal’'s recent progress in
poverty reduction has been strong. From 2006 to 2011, Nepal was the top performer out of 22
countries in reducing multi-dimensional poverty, as measured by the Oxford Poverty & Human
Development Initiative. These gains have come largely through an increase in international
labor migration and growth in remittance income. Nepal’'s growth in Gross Domestic Product
(GDP) has averaged a modest 4% since 2008, well below regional levels (WDI Nepal, 2013).
With slow economic growth and few employment opportunities at home, millions of workers
have sought opportunities abroad. Remittances from migrant workers have been high, 29%
of GDP. Following table reveals the situation of economic growth in Nepal.

Table 1
Trend of economic growth in Nepal

Fiscal year  |64/65 |65/66 |66/67 |67/68 |68/69 |69/70 [70/71 |71/72 |72/73 |73[74*
GDP at current|815.7 {988.3 |1192.8 (1366.95 [1527.34 [1695.01 [1964.54 |2130.15 [2247.42 |2599.23
price

(Rs in Billion)
GDP growth |58 |39 426 |(3.85 4.61 3.76 5.72 (297 0.0 6.94
in percentage

Source: CBS report and economic survey 2016/17

Economic growth is measured by changes in the gross domestic product (GDP). If the
economy is producing more, businesses are more profitable, and stock prices rise. That
gives company's capital to invest and hire more employees. As more jobs are created,
incomes rise. Consumers have more money to buy additional products and services, driving
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higher economic growth. For this reason, all countries want positive economic growth. That
makes economic growth the most watched economic indicator. If we watch Nepal's economic
growth trend, and realize its prospect, capital formation/mobilization, enhancement of
saving/investment, and technological upgradation remains the key driver factors. Capital
market should be a instrument to address these driving force.

Stock market and economic growth

The role of capital in economic growth has been unequivocally accepted throughout the
world. The provision of capital through stock market has markedly contributed in accelerating
the pace of economic growth. Stock market development is a robust vehicle that supports
resource allocation and spurs economic growth through various channels. A strong stock
market can generate, promote and acquire more information about firms, the innovative
activity of entrepreneurs, the aggregate state of technology or their consequences also plays
important role in the investment decisions, thereby promoting efficient resource allocation,
improving the productivity of capital and achieving better growth. Moreover, stock markets
play a key role in allocating capital to the corporate sector, which will have a real effect on the
economy on aggregate. A well functioning financial sector channels limited resources from
surplus units to deficit units and in so doing providing an efficient allocation of resources,
thereby resulting in economic growth.

The link between financial stock market and economic growth becomes the field of research
more and more explored. A number of studies in ‘economics literature’ have established
a positive relationship between economic growth and stock market development. A well
organized and managed stock market arouses investment opportunities in the country
by recognizing and financing productive projects that ultimately lead to economic activity,
allocates capital efficiently, mobilizes domestic savings, helps diversifying risks and facilitates
exchange of goods and services. The growth in countries by increasing investment and
financial deepening fostered by higher saving depends on financial system of those countries.
Thus, a well-functioning financial system is crucial for sustainable economic growth. The
financial system plays a vital role in economic development through mobilizing savings,
allocating resources, easing risk management and improving corporate governance. As a
part of financial system, stock market contributes to economic development by its liquidity
function and lowering cost of raising capital. A well-developed stock market contributes to the
mobilization of domestic savings by enhancing the set of financial instruments and efficiently
allocates capital to productive investments which leads to an increase in the rate of economic
growth.

Though theory does not provide a unique concept of stock market development to guide
empirical research but literatures suggest that stock market development is multifaceted,
involving issue of market size, market volume, market liquidity etc. These facts which are
established in international context regarding the association between stock market and
economic growth are still pertinent and relevant in the Nepalese context too. If we analyzed
the last ten year stock market data with growth trend a causal relationship exist between
economic growth and economic development. Although economic fundamentals, indicators
do not explain capital market movement, however a strong economic growth will help for
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smooth functioning of capital market. Table 2 reveals the scenario of stock market in Nepal
during ten year period 2010 to 2017.

The table reveals that during the period stock market is fluctuating in terms of transactions,
ratio of market capitalization and Nepse index. If we observe the trend of stock market it
suggest that natural disaster, blocked or any other externalities does notloosed the confidence
of investor. It means Nepal has potentiality of economic growth even in the obstacle situation.
Stock market indicators clearly point out political stability is essential for market performance
and economic growth. After the declaration of constitution stock market is moving upward.

Table 2

Trend of stock market performance

. . Total number of Securltl_e S Ratio of market
Fiscal Listed . transaction e Nepse
. share transaction IR capitalization to | .
year |companies o (in billion of index
Rs. (In million) Rs) GDP
64/65 142 28.6 22.82 44.90 253.42
65/66 149 30.55 21.68 51.91 198.77
66/67 176 26.23 11.85 32.15 477.73
67/68 207 26.24 6.66 19.48 362.85
68/69 216 41.88 10.28 23.41 389.74
69/70 228 81.57 22.05 30.24 518.30
70/71 235 21414 77.30 40 1036.10
71/72 232 159.72 65.33 46.57 961.23
7273 229 30.20 163.95 94.16 1718.15
73/74* 212 25.73 132.34 76.57 1355.23

Source: Stock Exchange
Implications

Securities market in Nepal began with the floatation of shares by Biratnagar Jute Mills Ltd
1936 and Nepal Bank Ltd in 1937. The introduction of Company Act, 1964 and the first
issuance of government bond by Nepal Rastra bank on behalf of the government in 1964 were
other landmarks in the development of stock market. The history of Nepal stock exchange
began with the establishment of Securities selling and buying Centre in 1976 under Industrial
Policy 1974 in order to facilitate the trading of government securities. It was converted into
Securities Exchange centre in 1984 under the Securities Exchange Act 1984, which started
listing and trading corporate securities from that year. It was converted into Nepal Stock
Exchange Ltd (NEPSE) in 1993 under the stock market reform program. As an apex regulator
in the country, Securities Board of Nepal (SEBON) was incepted in 1993 under Securities
Exchange Act 1984, which has currently been operating under Securities Related Act 2007,
to act as an advisor of the government for the development of stock market, regulate the
activities of securities markets and securities business persons and protect the interests of
securities investors. Through the initiation of SEBON several reforms has been initiated in
the capital market for market development and stability. From Asbba to awareness campaign
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and various regulatory directions Sebon is playing a strategic role for corporate governance
and market protection. Still real sector companies are not entering in the market, therefore
government should focus on this and other pertinent issue regarding on line trading system
and strengthening market through rational policy and program.

Conclusion

The increasing importance of financial markets across the world has reinforced the general
conviction that “finance’ is an important element of economic growth. As such, the emphasis
has remained on economic growth and stock market development. Being an important pillar
of the economy of a country, the stock market plays a pivotal role in the growth of the industry
and commerce which ultimately affects the economy of the country to a large extent. This
is the rationale that the industry, business, government, regulators, researchers, investors,
central bank of the country and even the general public keep a close eye of observation on
the activities of the stock market.
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An Overview of Nepal's Economic Diplomacy

Harish Chandra Singh Thakuri

Instructor, Revenue Administration Training Centre

Abstract

Today, diplomacy is being largely steered towards enhancement of economic interests even
though political & strategic interests remain an indispensable task of diplomacy. Virtually,
every country in the world is devising the instruments of economic diplomacy as a strategic
fool to promote and fulfill its economic interests, and Nepal is not an exception. This paper
attempts to shedlight on developments in Nepal’s economic diplomacy, initiatives undertaken,
achievements realized so far, problems associated, and put forward some suggestions as well.

1. Conceptualizing Economic Diplomacy

Economic diplomacy is a form of diplomacy employed by a nation-state using economic tools
in foreign policy realm so as to pursue its national interest in its dealing with external world.
It is essentially a process of mainstreaming economic dimension in a country’s diplomacy
with the prime objective of promoting economic interests of the country. It is concerned with
articulation of a country’s foreign policy through economic point of view, so as to grab the
opportunities that lie beyond national frontiers. It is different from traditional diplomacy in the
sense thatitis obsessed with economic aspects, whereas the latter is primarily concerned with
power and politics between international players. Economic diplomacy is functional at three
levels: bilateral, regional and multilateral. It encompasses a vast range of economic activities
including but not limited to foreign investment, aid, foreign employment and international
trading arrangements. Generally, the task of economic diplomacy is carried out by Ministry
of Foreign Affairs in cooperation and coordination with line ministries and other stakeholders
ranging from state to non-state actors.

Economic diplomacy can be conceptualized through two fundamental approaches. One of
the approaches defines economic diplomacy as the use of economic tools to advance foreign
policy goals. As Berridge and James, in Dictionary of Diplomacy (2003), stated, economic
diplomacy employs economic resources, either as rewards or sanctions, in pursuit of a
particular foreign policy objective. This is sometimes called “economic statecraft’, in which
a country focuses on employing economic resourcesand strengths in its interaction with
outer world, to strengthen its position in international relations. Popular during cold war, this
approach views economic aspect as means rather than ends in foreign policy domain. Still,
giant economies such as USA, Russia, China, etc. wield economic weapons to pursue their
national interests.

In contrast, the next approach views economic diplomacy as a use of diplomatic apparatus,
skills and tactics to pursue national economic interests. The foreign policy instruments are
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devised in order to complement endeavor for the realization of economic objectives of the
country. As Rana (2007) opines, economic diplomacy is the process through which countries
tackle the outside world to maximize their national gain in all the fields of activity including
trade, investment and other forms of economically beneficial exchanges, where they enjoy
comparative advantage; it has bilateral, regional and multilateral dimensions, each of which
is important. Proliferated after the end of cold war, this approach regards economic aspect as
ends rather than means in foreign policy realm. This approach is embraced by the developing
and under-developed countries like ours, in order to advance their economic interests in their
relations with external world.

2. Historical Background

The roots of economic diplomacy can be traced back to Peace of Westphalia, a series of
peace treaties in 1648, which provided the foundation for modern state system. With the
evolution of state system, economic diplomacy developed in any of its kind, be foreign trade,
foreign aid or the like. But, it gained worldwide momentum especially after the World War
Il ended and Cold War paved its way on global scale. Furthermore, strides in liberalization,
regionalism and globalization since the 1980s have augmented the significance of economic
diplomacy in foreign policy domain.

The history of Nepal’'s economic diplomacy can be traced in several manifestations, even
before the unification of Nepal by Great King Prithivi Narayan Shah. Nepal had established
business ties and trading arrangements with Tibet at around 646 A.D. during the Lichhavi
reign. The country enjoyed the monopoly of the trade passing between Nepal and Tibet, and
also of the transit trade between Tibet and India. Nepal had trade relations with Tibet and
British-India that flourished in the 18" and 19" century. After the enforcement of Nepal-India-
British Tripartite Agreement in 1947, the British government and Indian government started
recruiting Nepali as soldiers in their Army.

The concept of economic diplomacy came into fore-front after political changes in 1951, which
uprooted autocratic Rana regime and laid foundation stone for democratic governance. In
the 1950s a new beginning was made by establishing diplomatic ties with various countries.
Simultaneously, efforts were also made to obtain the membership of various regional and
international organizations. In 1951, Nepal signed the Point Four Agreement, a bilateral aid
arrangement, with the United States. It was a clear indication that she prioritized economic
diplomacy in her development endeavors. Nepal became a member of the United Nations
Organization on 14 December 1955. Similarly, she played an active role for the foundation of
SAARC on 8 December 1985, and became its founding member. Thereafter, mobilization of
bilateral and multilateral aid became the government’s priority in order to advance the overall
socio-economic condition of the country.

However, economic diplomacy became more prominent after the restoration of democracy
by People’s Movement in 1990. Policy of economic liberalization adopted by the government
amid the widespread impacts of globalization induced political acceptance and embracement
of economic diplomacy in foreign policy. Nepal acceded to World Trade Organization on 23
April 2004 to reap the benefits from rule-based international trading regime. She became a full
member of BIMSTEC, a sub-regional group of seven countries lying in the littoral and adjacent
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areas of the Bay of Bengal, the same year. With gradual shift from aid to trade, investment
and foreign employment, Nepal has been striving to promote economic diplomacy as one of
the pillars of foreign policy through strengthening economic relations with friendly countries in
the world (High Level Foreign Policy Task Force, 2006). Acknowledging economic diplomacy
as instrumental to advance economic interests, now, it has been embraced and prioritized as
an instrument of foreign policy by the government of Nepal. It is reflected in the Constitution
of Nepal, current Fourteenth Plan and annual budget as well.

3. Government’s Initiatives

Though economic activities were always inherent in Nepal’s international relations, focus
on economic diplomacy as a significant and strategic tool of foreign policy garnered space
after the High-Level Task Force (HLTF) was formed in 1996.The HLTF was largely focused
on functionalizing economic diplomacy within the Foreign Ministry’s institutional framework,
and strengthening Nepalese missions abroad for operationalizing economic diplomacy. The
HLTF submitted its report in the same year. The report suggested that government should
review its diplomacy so as to concentrate on the economic interests of the country with
requisite policy changes towards gearing the diplomatic machinery for export promotion,
increased foreign direct investment, greater inflow of foreign aid, tourism promotion, fetching
foreign employment for Nepalese nationals and transfer of technology (HLTF Report, 1996).
Thereafter, government kicked off its formal policies for economic diplomacy. Accordingly,
some structural changes were made in the Ministry of Foreign Affairs. Economic Relations
and Coordination Division (ERCD) was added in the ministry’s organizational structure.
Besides, the government also formed an International Business Forum to interact with private
sector and foreign business in Nepal. The Nepalese diplomatic and consular missions were
also directed towards effectively executing Nepal’s economic diplomacy so that Nepal could
reap benefits from the opportunities available.

Another High Level Foreign Policy Task Force (HLFPTF) was constructed by the government
in changed political context after the People’s Movement of 2062/63. The Task Force submitted
its report, including the suggestions for the conduct of economic diplomacy, in August 2006.
The report emphasized that economic relations must constitute one of the pillars of foreign
policy & diplomatic missions need to fulfill the task of strengthening economic ties with the
countries to which they are accredited to. It suggested for fixing ambassadors indicative goals
and priorities regarding promotion of economic ties with the external world, providing training
to the diplomats dealing with the economic issues in the missions abroad, working with the
like-minded countries for restructuring of the international financial architecture, building a
strong framework for inter-ministerial coordination, and encouraging private sector institutions
to provide diplomatic missions with updated information on economic sectors (HLFPTF Report,
2006).

In line with the government’s endeavor for operationalizing economic diplomacy, the Institute
of Foreign Affairs formed a task force which produced a handbook on Nepal's economic
diplomacy, in April 2008. It suggested measures to enhance the effectiveness of economic
diplomacy. In its report, the task force highlighted the need for sufficient resources in the
missions abroad to conduct economic diplomacy, and the activities missions can conduct
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to promote the economic diplomacy, among others. It also suggested for direct monitoring
and supervision of activities by the High-Level Committee chaired by Minister for Foreign
Affairs, close coordination and cooperation among the line ministries, private sector and
other relevant stakeholders, and appropriation of program budget to each mission stationed
abroad, every year.

In 2011, Parliamentary Committee on International Relations and Human Rights Committee
of the Legislature-Parliament produced a report titled “Nepal’s foreign policy in the changed
context”. Part Il of the Report is devoted to economic diplomacy. The report identifies
possible areas for conducting economic diplomacy that include foreign employment, trade,
industry, investment, tourism, water resources, services sector, and agriculture and forestry.
It has also identified some possible areas for foreign investment in construction, industry, and
trade in services sectors. It recommends, inter alia, appointment of attaches for promotion of
economic diplomacy, policy formulation, implementation and monitoring in fields of finance,
labour and tourism; Diplomatic missions should mobilize manpower, technical and financial
resources for expanding economic diplomacy; Consulates to move beyond traditional
functions and focus on promoting economic diplomacy; create an inter-ministerial mechanism
at the secretary level to be assisted by divisions and sections, and make this mechanism
effective for inter-ministerial coordination.

After embracing economic diplomacy as one of the important instruments of foreign policy,
Government of Nepal has consistently been making its concerted efforts for its effective
instrumentation. In this regard, Ministry of Foreign Affairs (MOFA) backed by its diplomatic
and consular wings abroad, National Planning Commission, Ministry of Finance, Ministry of
Commerce, and other sectoral ministries and departments, in cooperation with private sectors
and their apex bodies, are engaged towards executing and promoting Nepal's economic
diplomacy. Similarly, a High-Level Committee on Economic Diplomacy, chaired by the Minister
for Foreign Affairs has been set up, which is entrusted with the task of formulating policies,
implementing strategies, monitoring and evaluation of activities and overall guidance. In the
organizational structure of MOFA, a dedicated Policy, Planning, Development Diplomacy
and NRN Division has been created to execute the matters related to economic diplomacy,
among others. Various mechanisms between MOFA and sectoral ministries are designed
to concretize the endeavors related to economic policy issues. International Economic
Cooperation Coordination Division under the Ministry of Finance is entrusted with the task to
coordinate and mobilize the foreign aid from development partners of Nepal.

Plan and programme-based intervention measures have been adopted by the government
to catalyze and strengthen economic diplomacy. In this connection, appropriation of
separate budget has been initiated since the fiscal year 2009/10 for effectively implementing
programmes relating to economic diplomacy. Similarly, the government explicitly entertained
economic diplomacy in development planning for the first time in the Three-Year Interim Plan
(2010/11-2012/13). The Plan acknowledged economic diplomacy as an important dimension
of Nepal’s foreign policy. It stressed on activating MOFA and missions abroad to enhance
their role in the areas of export trade, tourism promotion, foreign employment and inviting
foreign investment.
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Current Fourteenth Plan has also made a number of provisions for effectively carrying out
the tasks of economic diplomacy. It acknowledges economic diplomacy as an important pillar
in international relations, and equally important roles of government, private sector and non-
governmental sector in economic diplomacy. It envisions the socio-economic transformation of
state through invigorated economic diplomacy with an objective to promote trade, investment,
tourism and employment by strengthening multilateral, regional and bilateral relations. It has
emphasized on strengthening economic diplomacy in order to support economic development
by adopting strategies to make the role of non-resident Nepalese effective, promoting
export and tourism, mobilizing foreign investment and development cooperation in national
priority sectors. Furthermore, it identifies international market facilitation, foreign investment
promotion and technology transfer facilitation, tourism promotion, foreign employment
promotion, development cooperation, and mobilization and utilization of Nepalese diaspora
as major programmes while instrumenting economic diplomacy.

As reflected in the development plan, policies and programmes, the government has identified
five priority areas in Nepal's economic diplomacy. The priority areas are:

+  Development Cooperation/Foreign Aid
*  Foreign Direct Investment

*  Promotion of Tourism

*  Promotion of Export Trade

*  Promotion of Foreign Employment

Moreover, Nepal has been striving to augment her diplomatic ties with other countries.
She has enjoyed her diplomatic knots with 153 countries so far. She has established 29
Embassies, three Permanent Missions to the UN and other international organizations,
each in New York, Geneva and Vienna, and six Consulate Generals as her external arms to
carry out diplomatic and consular functions and amplify endeavors for promoting economic
diplomacy. Similarly, Honorary Consul Generals and Consuls are appointed for stretching
her outreach in different parts of the globe. Nepal has identified and opened 110 countries
as destinations for foreign employment aspirant nationals, and strived to make the foreign
employment safe, credible, decent and dignified. The government has also come up with a
new Trade Policy in 2015, which identified 26 goods and 7 services with export potentials to
promote export trade of Nepal.

4. Achievements

The concerted efforts made by the government in cooperation with non-state actors, for
mainstreaming economic diplomacy in foreign policy realm has aided substantially, though
inadequate, to contribute for overall socio-economic development of the country. It has
helped to promote economic interests of the country, and some encouraging results are also
seen. Devising economic diplomacy, some of the tangible achievements made so far are:

» Foreign employment’'s magnitude is increasing along with its diversification. It has
become a viable option to solve the burgeoning unemployment problem, and contributed
to soaring remittance income. Nepal is offsetting deficit in balance of payment through
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the remittance earned from foreign employment. As reflected by the Economic Survey
for fiscal year 2016/17, around 3.48 million Nepalese are abroad for foreign employment,
contributing for remittance that accounts to nearly three-tenth of the gross domestic
product.

Nepal has been increasingly recognized in the globe as a touristic hotspot, particularly
for its natural beauty with scenic landscapes, biodiversity and adventure tourism. Various
international travel agencies and websites have mentioned Nepal as one of the best
touristic destinations. Around one million tourists are expected to visit Nepal in this fiscal
year 2017/18.

Nepal has been able to garner the development cooperation from development
partners, both bilateral and multilateral, in the form of grants and soft loans to support
her development endeavors against the backdrop of her acute internal resource gap.
Around one-fourth of the total budget is funded through foreign aid composed of both
grants and loans.

Foreign direct investment is in increasing trend, with various manufacturing and service
industries established with joint-venture investment of foreign capital.

Though inadequate, export trade of Nepal has been increasing. Handicrafts, pashmina,
woolen products, garments, carpets and agricultural products such as ginger, cardamom,
coffee and tea, including others are widening their space in international markets. At
least, it has been contributing to offset the ballooning trade deficit to some extent.

Non-resident Nepalese have promoted Nepal’'s economic interests overseas, and are
contributing for investment in several sectors for national development.

Problems

Despite the fact that Nepal has ample opportunities to advance her economic interests
through the tactful economic diplomacy, she has not been able to materialize them properly.
Although rhetoric pledges and efforts have been made for promoting economic diplomacy
since its identification as a tool for pursuing economic interests in foreign policy domain, it is
still entangled with several problems. Some of the most apparent problems facing Nepal’s
economic diplomacy are:

» Everlasting political transition and frequent policy turnover with change in government,
undue politicization of economic issues.

» Fragile institutional capacity and structural bottlenecks.

» Budgetary constraints, paucity of financial and competent human resources in
missions abroad.

» Dearth of investment friendly climate and infrastructures to attract FDI. Poor climate
of trust between government and private sector.

» Poor communication, coordination and operational linkages among line ministries
and departments concerned.

» Lack of country and region specific strategies and programmes for operationalizing
economic diplomacy.
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» Dominant mentality of preferring traditional diplomacy to economic diplomacy is still
prevalent.

» Poor branding, advertising and promotion of national products in the international
market.

» Land-locked mentality.
» Diplomatic deficit. Reactive diplomacy and low diplomatic leverage.

» Under-utilization of preferential facilities available being a LDC in WTO, SAFTA,
GSP (Generalized System of Preferences), EBA (Everything but Arms) and other
international platforms.

» Poor export base and low competitiveness of exportable items in the global market.
6. Way Forward

Itis high time that the economic policy priorities were clearly laid out and execution carried out
effectively to reap the benefits from economic diplomacy. Therefore, it is imperative to revisit
foreign policy in order to adopt and align with the emerging political and socio-economic
environment both at home and abroad. While the two immediate neighbours are developing
at phenomenal pace, opportunities for Nepal are also growing in the economic front. Nepal
needs to opt for proactive economic diplomacy with land-linked mentality while maintaining
her balanced relations with both of them.

Effective cooperation and coordination mechanism with sound operational linkages among
the line ministries and departments should be set up for efficient execution of their functions
concerning economic diplomacy. Effectiveness of existing embassies and consular missions
abroad should also be duly considered. They should be well equipped with adequate
financial and competent human resources. Their repositioning or relocation should also be
considered on the basis of utilities and value additions instead of keeping them for mere
political cosmetics. Similarly, country or region specific strategies and programmes, for
instance, programmess related with religious tourism for Myanmar, Japan, Thailand and Sri
Lanka, etc. should be adopted.

Result-oriented partnership between public and private sector for development of trade,
tourism, investment and employment should be strongly built, taking the private sector in
confidence, with economic diplomacy coherently mainstreamed into Nepal’s overall foreign
policy. In addition, more proactive roles in international and regional forums like SAARC,
WTO, SAFTA, BIMSTEC and LDC need to be undertaken. High level visits and other political
visits must adopt economic agendas as priority issues. Similarly, long-term perspective plans
should be framed for promoting and materializing the notion of economic diplomacy, backed
by policy consistency despite the changes in government.

Most importantly, the government should focus on gradually shifting its priority from foreign
aid and foreign employment to promoting tourism, export and investment as the former two
are not viable for sustainable socio-economic development. Lastly, but not the least, Nepal
needs to reorient its policies and strategies learning from the past, based on the needs and
challenges of the present, towards mainstreaming economic dimension in foreign policy in an
effective and efficient manner so as to lead the country to a prosperous and developed status
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in the future. In this pursuit, paradigm shift from still-exercised traditional diplomatic practices
to full-fledged economic diplomacy is the need of the hour.
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Base Erosion and Profit Shifting
(General Introduction)

Chet Nath Dahal

Former Under Secretary, Ministry of Finance

1. Introduction

Globalization has opened up opportunities for multinational enterprises (MNEs) to greatly
reduce the taxes they pay. The use of legal arrangements that make profits disappear for
tax purposes or allow profits to be artificially shifted to low or no-tax locations is referred to
as Base Erosion and Profit Shifting (BEPS). International tax rules have not always kept
up with developments in the world economy and globalization has increased the need for
countries to cooperate to protect their sovereignty on tax matters. The OECD/G20 BEPS
Project began when OECD and G20 countries agreed on the need for multilateral efforts to
improve tax rules, with the aim of ensuring that MNEs report profits where economic activities
are carried out and value is created. OECD tax work has always sought to eliminate double
taxation. An international tax system that aims to prevent double taxation is not sustainable if
the same system generates double non-taxation. This is the driving principle that led OECD
and G20 countries to embark on the ambitious BEPS Project.

Revenue losses from BEPS are conservatively estimated at between USD 100 billion and
240 billion annually. This is equivalent to between 4% and 10% of global revenues from
corporate income tax. Developing countries’ greater reliance on such revenues, estimates
of the impact on these countries, as a percentage of GDP, is even higher'. BEPS affects
everyone. It harms governments because it reduces their tax revenues and raises the cost
of ensuring compliance. It harms people because, when some MNEs pay low or no tax,
individual taxpayers must shoulder a greater share of the tax burden. And finally it harms
businesses themselves: MNEs face significant reputational risk from the public focus on
their tax affairs while domestic companies face an uneven playing field when competing with
multinationals. BEPS undermines the tax system’s integrity and the trust of citizens. The goal
of the BEPS Project is therefore to restore trust and ensure fair competition among all actors,

while maintaining the ability to eliminate double taxation.
e What is the impact ?

Even before implementation gets fully underway, the BEPS measures are having an impact.
Some large MNEs have announced important changes to their tax structuring, indicating
that taxpayers are already changing their behaviour. Once implemented, the measures will
improve the coherence of tax rules across borders, tighten substance requirements and
ensure increased transparency and certainty.
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¢ Improving coherence:

Model rules have been developed and best practices identified to ensure that the design
of domestic measures takes into account what happens beyond borders. Model rules are
available to eliminate Hybrid Mismatch Arrangements that allow income to go untaxed
by exploiting differences in domestic tax laws; the building blocks for effective Controlled
Foreign Corporation (CFC) rules have been identified; a common approach has been
developed in the area of interest deductibility; and best practices have been established
for mandatory disclosure regimes. Finally, the work ensures that both companies and
governments will play fair, eliminating or modifying preferential regimes that are potentially
harmful, and that there will be exchange information on certain rulings.

o Tightening substance:

Transfer pricing rules have been upgraded to ensure that outcomes are driven by
economic reality. Recognizing the difficulty in valuing intellectual property, an approach
to pricing hard-to-value intangibles, such as patents and trademarks, has been designed.
Simplification mechanisms have been developed for commodity transactions and low
value-adding services, two areas of particular relevance for developing countries. In
the area of treaty abuse, a minimum standard has been agreed to ensure that treaty
benefits are only granted to those that deserve them. Finally, the definition of “permanent
establishment” (which sets the threshold for taxation of non-residents) has been modified
to better reflect business realities and avoid widespread circumvention.

o Ensuring more transparency and certainty:

Indicators of the scale and economic impact of BEPS have been developed. This ensures
that tools are available to monitor and evaluate the effectiveness and impact of the
actions taken to address BEPS. Recommendations have been formulated on the design
of mandatory disclosure rules. The requirements for transfer pricing documentation have
been substantially revised, with a groundbreaking template agreed for country-by-country
reporting of indicators of economic activity. Countries have also agreed to exchange
information on wide range of rulings. Effective dispute resolution mechanisms have been
reinforced, including the use of arbitration for interested countries. Minimum standards
have been agreed to level the playing field in four areas, namely treaty shopping, country-
by-country reporting, dispute resolution and harmful tax practices. These are areas where
countries have committed to consistent implementation to tackle cases where no action
by some countries would have created negative spillovers (including adverse impacts of
competitiveness) on other countries.

¢ What’s next ?

The BEPS implementation phase will be characterized by a structured and inclusive
framework that places all interested countries and jurisdictions on an equal footing. The
framework will support and monitor implementation of the different measures and examine
their impact over time. The package of BEPS measures aims to improve the coherence
of international tax rules, reinforce their focus on economic substance and ensure a more
transparent tax environment. Policymakers should swiftly implement these measures to
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provide a more certain and sustainable international tax environment. While a number of
measures may be directly applicable, like the revised guidance on transfer pricing, a number
of measures designed by governments require implementation by national lawmakers. The
work to develop a multilateral instrument to implement the treaty-related BEPS measures
into the existing network of bilateral tax treaties has already started, with around 100
jurisdictions participating. The instrument will be open for signature in 2016. Toolkits is
also being developed to provide practical solutions and address specific issues faced by
developing countries. Follow-up technical work will cover profit attribution rules and provide
more detailed guidance on the application of profit-split methods and the application of the
group-wide ratio for purposes of interest deductibility rules.

¢ General questions:
¢ Which measures have been included in the BEPS Package ?

A comprehensive package of measures has been agreed upon. Countries are committed to
this comprehensive package and to its consistent implementation. These measures range
from new minimum standards to revision of existing standards, common approaches which
will facilitate the convergence of national practices and guidance drawing on best practices.

¢ Has the BEPS Project delivered on its promise to put an end to double non-taxation ?

The expectation is that once implemented, the measures restore taxation in a number of
instances where income would otherwise go untaxed. Depending on the planning structure
used, one or more of the measures developed will have an impact and ensure that income
is taxed at least one time and not more than once. Rather than closing individual schemes,
the measures go to their roots.

e How will the BEPS measures be implemented ?

Some of the measures may be immediately applicable such as the revised guidance
on transfer pricing. Other measures require changes to bilateral tax treaties, something
that can be done via the multilateral instrument under Action 15. Finally, other measures
require domestic law implementation.

o What is the nature of the BEPS outputs ? Are they legally binding ?

They are soft law legal instruments. They are not legally binding but there is an expectation
that they will be implemented accordingly by countries that are part of the consensus.
The past track record in the tax area is rather positive. Minimum standards were agreed
in particular to tackle issues in cases where no action by some countries would have
created negative spill overs (including adverse impacts of competitiveness) on other
countries. Recognizing the need to level the playing field, all OECD and G20 countries
have committed to consistent implementation in the areas of preventing treaty shopping,
Country-by-Country Reporting, fighting harmful tax practices and improving dispute
resolution. In addition, existing standards have been updated and will be implemented,
noting however that not all BEPS participants have endorsed the underlying standards
on tax treaties or transfer pricing. In other areas, such as recommendations on hybrid
mismatch arrangements and best practices on interest deductibility, countries have
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agreed a general tax policy direction. In these areas, they are expected to converge over
time through the implementation of the agreed common approaches, thus enabling further
consideration of whether such measures should become minimum standards in the future.
Guidance based on best practices will also support countries intending to act in the areas
of mandatory disclosure initiatives or CFC legislation.

e Do the BEPS measures increase the risk of double taxation ?

The aim of the measures is to realign taxation with economic substance and value creation,
while preventing double taxation. The BEPS package represents the first substantial
renovation of the international tax rules in almost a century. This renovation is necessary
not only to tackle BEPS, but also to ensure the sustainability of a consensus-based system
aimed at eliminating double taxation. As new rules always raise interpretation issues,
Action 14 on improving dispute resolution are a key part of the BEPS Project.

5. Action plan of BEPS:

Action 1 - Addressing the tax challenges of the digital economy_

What is the digital economy ? The digital economy is the result of the widespread and
transformative process brought on by Information and Communication Technology (ICT).
All sectors, ranging from retail, financial services to education and broadcasting and media
have been transformed by ICT technologies. So much so, that the digital economy is
increasingly becoming the economy itself. It would therefore be difficult, if not impossible,
to ring fence the digital economy from the rest of the economy for tax purposes.

Action 2 - Neutralize the effects of hybrid mismatch arrangements

What are hybrid mismatches arrangements ? Hybrid mismatches are cross-border
arrangements that take advantage of differences in the tax treatment of financial
instruments, asset transfers and entities to achieve “double non-taxation” or long term
deferral outcomes which may not have been intended by either country. A common
example of a hybrid financial instrument would be an instrument that is considered a debt
in one country and equity in another so that a payment under the instrument is deductible
when it is paid but is treated as a tax-exempt dividend in the country of receipt.

o Action 3 - Strengthen controlled foreign companies rules

What is a CFC rule ? Controlled foreign company (CFC) rules are rules which respond
to the risk that taxpayers with a controlling interest in a foreign low-taxed subsidiary can
shift income into it and avoid taxation. CFC rules combat this by enabling jurisdictions to
tax income earned by foreign subsidiaries without waiting for an actual distribution of the
income, which may be postponed indefinitely.

e Action 4 - Limit base erosion via interest deductions and other financial payments

What is the extent of the problem with interest deductions on intra-group lending ?
The use of third party and related party interest is one of the most simple of the profit-
shifting techniques available in international tax planning. Added to this most countries
tax debt and equity differently so that there is a tax-induced bias towards debt financing.
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Groups can easily multiply the level of debt in group companies via intra-group financing;
as a result groups can generate intra- group interest deductions that are greatly in excess
of the group's actual third party interest expense. They can also use this debt to fund the
generation of tax exempt income.

Action 5 - Counter harmful tax practices more effectively, taking into account
transparency and substance

How is the BEPS Project addressing harmful tax competition ? The BEPS Project
entailed a revamp of the work on harmful tax practices, with a priority and renewed focus
on requiring substantial activity for any preferential regime and on improving transparency,
including compulsory spontaneous exchange of information on certain tax rulings.

Action 6 - Prevent treaty abuse

What is “treaty shopping” and how can it be addressed ? “Treaty shopping” generally
refers to arrangements through which a person who is not a resident of one of the two
States that concluded a tax treaty may attempt to obtain benefits that the treaty grants
to residents of these States. These strategies are often implemented by establishing
companies in States with desirable tax treaties that are often qualified as “letterboxes”
“shell companies” or “conduits” because these companies exist on paper but have no
or hardly any substance in reality. It can be addressed through changes to bilateral tax
treaties in line with the minimum standard agreed in the context of the BEPS Project.

Action 7 - Prevent the artificial avoidance of permanent establishment status

What is changed in the definition of permanent establishment ? Changes address
techniques used to inappropriately avoid the existence of a PE, including via replacement
of distributors with commissionaire arrangements or through strategies where contracts
which are substantially negotiated in a State are not formally concluded in that State
because they are finalized or authorized abroad, or where the person that habitually
exercises an authority to conclude contracts in the name of a foreign enterprise claims to be
an "independent agent" even though it is acting exclusively or almost exclusively for closely
related enterprises. They also address strategies based on the specific exceptions in Art.,
5(4) of the OECD Model Tax Convention by restricting these exceptions to preparatory
or auxiliary activities and by addressing the fragmentation of business activities between
closely related enterprises.

Actions 8-10 - Assure that transfer pricing outcomes related to intangibles are in
line with value creation

How does transfer pricing lead to BEPS ? The arm’s length principle has proven useful
as a practical and balanced standard for tax administrations and taxpayers to evaluate
transfer prices between associated enterprises, and to prevent double taxation. However,
with its perceived emphasis on contractual allocations of functions, assets and risks,
the existing guidance on the application of the principle has also proven vulnerable to
manipulation.

Action 11 - Establish methodologies to collect and analyze data on BEPS and the
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actions to address it

What are the revenue losses and economic effects caused by BEPS ? Although
measuring the economic and revenue effects of BEPS is challenging given the complexity
of BEPS and existing data limitations, there is a large and growing body of evidence of
the existence of BEPS and its effects. This evidence stems from hundreds of empirical
analyses and an increasing amount of specific information relating to the tax affairs of
certain MNEs that has emerged from numerous legislative and parliamentary enquiries.
Recognizing the existing data and estimation limitations, the Action 11 report estimates the
annual global revenue losses from BEPS to be between USD 100 billion and 240 billion at
2014 levels. This represents 4-10 percent of global corporate tax revenues. In addition, the
empirical studies find that BEPS tilts the playing field in favour of tax-aggressive MNEs,
exacerbates the corporate debt bias, misdirects foreign direct investment, and reduces
the financing of needed public infrastructure.

o Action12-Require taxpayers to disclose their aggressive tax planning arrangements

What is a mandatory disclosure regime ? It is a regime that requires promoters and/or
taxpayers to disclose upfront to the tax administration the use of schemes presenting
certain features or hallmarks. This provides tax administrations with early information on
aggressive or abusive tax planning schemes and the users of those schemes enabling
earlier counteraction.

o Action 13 - Re-examine transfer pricing documentation

What information will be included in the TP Master File and Local File ? The guidance
on transfer pricing documentation requires MNEs to provide tax administrations high-level
global information regarding their global business operations and transfer pricing policies
in a “master file” that would be available to all relevant country tax administrations. It also
requires that more transactional transfer pricing documentation be provided in a "local file"
in each country, identifying relevant related party transactions, the amounts involved in
those transactions, and the company’s analysis of the transfer pricing determinations they
have made with regard to those transactions.

o Action 14 - Make dispute resolution mechanisms more effective

How can dispute resolution be made more effective ? Recognizing the need to do
better in this area, countries have agreed on a minimum standard and a number of best
practices in relation to dispute resolution. The minimum standard will ensure that treaty
obligations related to the mutual agreement procedure are fully implemented in good faith
and that administrative processes promote the prevention and timely resolution of treaty-
related disputes. A number of best practices, 11 in total, are also identified.

e Action 15 - Develop a multilateral instrument

What is the goal of the multilateral instrument ? In the context of the BEPS Project,
the goal of a multilateral instrument is to expedite and streamline the implementation of
the measures developed to address BEPS, in particular by modifying bilateral tax treaties.
Developing such a mechanism is necessary not only to tackle BEPS, but also to ensure
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the sustainability of the consensual framework to eliminate double taxation.
6. Engagement with developing countries:

o BEPS is a global issue and warrants global solutions. How were developing
countries involved in the development of the outputs ? Developing countries were
extensively consulted during the first phase of work on the BEPS Action Plan in order to
ensure that their BEPS challenges would be fully addressed, either through the outcomes
of the BEPS project or through separate measures and processes. As a consequence,
from late 2014, engagement with developing countries was greatly strengthened, with
direct participation in the CFA and its technical working groups by more countries and by
regional tax organizations as well as the establishment of regional networks and a ramping
up of capacity-building support. This engagement includes the development of tools
specifically designed for developing countries to address all of the key BEPS concerns
they expressed, as well as those not captured by the BEPS Action Plan. This also means
that a significant number of developing countries were at the table, and actively involved
in the crucial decisions on BEPS solutions and that over the next two years practical and
administrable tools will be presented to ensure that developing countries can address
their BEPS concerns effectively and efficiently.

o How will developing countries benefit from BEPS measures ? BEPS is of major
significance for developing countries due to their heavy reliance on corporate income tax,
particularly from multinational enterprises (MNEs). Therefore, the BEPS measures once
implemented will benefit developing countries and provide them with tools to mobilize
domestic resources. In addition, specific challenges faced by developing countries and
identified by them during consultations are currently being addressed through the work
on the toolkits. These toolkits will be practical and based on real-life cases to facilitate the
work of tax administrations.

o Has the input from developing countries helped to shape any the final BEPS
measures ? Developing countries have participated in the work and influenced the outputs
of the BEPS Project through written comments and contributions during the technical
working group meetings. For example, relevant input has been provided to the work on
transfer pricing, the limitations to interest deductibility, as well as tax treaty measures. The
successful implementation of a Technical Committee on Cross Border taxation set up by
ATAF allowed effective input of African countries into the BEPS process. CREDAF has
also set up a working group on BEPS to provide input in the BEPS Project including the
work on the toolkits.

¢ On which issues will practical tools for developing countries be developed ? The
project was launched at the end of 2014 under the mandate of the G20/Developing Working
Group (DWG) and required the international organizations to work together to develop
practical tools aimed at supporting lower capacity, developing countries in addressing
the BEPS issues that they face. The tools are expected to be delivered between 2015
and 2018 and will focus on issues developing countries have identified as high pressure
areas. These areas are: (1) Report on tax incentives (2) Tools on lack of comparables for
transfer pricing purposes (3) Report on indirect transfers of assets (4) Toolkit on Transfer
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Pricing Documentation requirements (5) Toolkit on Tax Treaty Negotiation (6) Toolkit on
Base Eroding Payments (7) Toolkit on Supply Chain Restructuring and (8) Toolkit on
assessment of BEPS risks.

¢ What are the BEPS priorities put forward by developing countries ? Limiting base
erosion via interest deductions and other financial payments (Action 4), preventing tax
treaty abuse and the artificial avoidance of PE status (Actions 6 and 7), transfer pricing, in
particular base eroding payments (Actions 8, 9 and 10), and transfer pricing documentation
and country-by-country reporting (Action 13). The lack of transfer pricing comparables
and the granting of wasteful tax incentives were also identified as areas of particular
concern. These two issues are being addressed in the context of the G20 Development
Working Group work.

o Developing countries have identified transfer pricing as one of their key BEPS
priorities. The complexity of applying the arm’s length principle and the lack of
data on comparable transactions are identified as key challenges. Is it possible for
developing countries to administer transfer pricing rules based on the arm’s length
principle in an efficient and effective way ? We agree that it’s vital that all countries
can effectively and efficiently administer the transfer pricing rules, and we recognize that
sometimes that can be challenging. That’s one of the reasons why we were mandated to
work on developing a practical toolkit to help developing countries make the best use of
available data as well as providing potential options for dealing with situations where there
are no comparables available (please see above). These were also key considerations
when drafting the outcomes of the BEPS Action Plan. For instance, in the Report on
Actions 8-10 of the BEPS Action Plan, it is recognized that the risk of profit shifting is high
in relation to transactions involving intangibles. It is also recognized that comparables for
such transactions may not be available. The new guidance on intangibles discusses the
use of valuation techniques; for high risk transactions involving hard-to-value intangibles,
the guidance puts the burden of proof squarely on taxpayers to demonstrate that the
pricing used was indeed arm’s length. These solutions illustrate that it is possible to
develop approaches that are less reliant on comparables within the boundaries of the
arm’s length principle. There was developed a simplified approach for low value-adding
services, which would be available to help tax administrations better focus their limited
resources on higher risk, higher value, more complex transactions, while balancing that
with greater transparency to help ensure the approach doesn’t create base-eroding
opportunities. Other simplified approaches or safe harbours will also be developed for
other kinds of transactions in the future.

¢ Another key criticism that has been expressed is that the arm’s length principle
and the underlying separate entity approach cannot take account of the reality of
MNE Groups functioning as a single firm operating under common control. Can the
arm’s length principle take account of this economic reality and if yes, how does
it do that ? Nearly everyone seems to agree that taxes should be paid where value is
created. The arm’s length principle is fully aligned with this goal, and the improvements
we’ve made to the guidelines on how to interpret it further strengthen it. For example, it's
no longer possible to argue that all the profits from exploiting an intangible should accrue
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to mere legal ownership of the intangible, where that ownership is separated from the
meaningful value-creation activities of the group. Some additional details may help to
put this issue in context and to show how the holistic approach undertaken in the BEPS
project provide an effective response to the aforesaid concerns:

a. First, the argument that the international standards did not take sufficient account of
MNE groups functioning as a single group under common control indeed led to BEPS
risks, as activities could be fragmented to prevent taxable presence in a country.
Likewise, synergetic benefits could be isolated from the other profits and allocated to
low tax entities through transfer pricing. This was therefore one of the issues that was
carefully looked at in the BEPS project and is addressed through the new guidance.
The new transfer pricing rules secure that synergetic benefits are attributed to the
economic activities that contribute to these benefits and can no longer be allocated to
low tax locations.

b. Besides the transfer pricing measures taking account of the reality of MNE groups
functioning under common control, the guidance in Action 7 on permanent
establishments also starts from this point. The new guidance prevents fragmentation of
a cohesive operating business in a country into a number of preparatory and auxiliary
activities and prevents the splitting up of contracts. With that, it prevents the artificial
avoidance of the permanent establishment status. These examples illustrate that
the existing international standards can take account of the economic reality of MNE
groups functioning as a single group under common control.

1. It has been suggested that replacing the arm’s length principle with a standard
that would provide for Global Formulary Apportionment of the profits of the
unitary firm would be a simpler and more beneficial transfer pricing standard
for developing countries. Why was this suggestion rejected ? Even though the
arm’s length principle isn’t perfect, most countries, developed and developing, seem
to prefer it to any alternatives. Global formulary apportionment is far from being a
simpler option, as it would require all countries to agree on a common tax base and
uniform allocation keys or risk creating significant opportunities for ‘stateless income’,
new opportunities for harmful tax competition (i.e. how to ensure audits are effectively
activated and appropriately coordinated) or indeed double taxation. Getting such
global consensus would be extremely difficult, at least in part because using simple
allocation keys are unlikely to be able to reflect value creation across a diverse range
of industries. And as the answer to the previous question shows, ways to improve the
implementation of the arm’s length principle are developed and are still being explored
and this will lead to more effective and efficient transfer pricing practices.

2. Will the rejection of Global Formulary Apportionment mean that transfer pricing
will remain a transaction-by-transaction basis analysis ? Even if based on the
arm’s length principle, transfer pricing does not always have to result in a transaction-
by-transaction analysis. In practice, the aggregation of transactions involved in
an activity forms the typical basis for determining the appropriate profits for that
activity (for example when transactions are closely linked, in portfolio approaches, in
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package deals etc.). In other words, the economic value of the activity is examined.
Individual transactions are more likely to be the basis for pricing in the case of
very important and valuable transactions, such as the transfer of highly valuable
intangibles. Moreover, the OECD will undertake further work on profit splits. The
essence of profits splits is to consolidate profits that result from a specific set of
coherent and aggregated transactions. It is possible that the set of coherent and
aggregated transactions involved could be the total activities of the separate entities,
and in a small group, this could be the same as the single unified firm. The profits
would be split based on economically relevant factors tailored to reflect the value
of the parties’ contributions to these transactions. In this way, practical approaches
would be achieved without the necessity to change the international standards and
without the sensitivity of negotiating new rules on allocation of profits by a broad
group of countries with different interests (small versus big markets, highly skilled
labour force versus routine functions, contributions of natural resources and other
assets versus no contribution of assets).

3. Are there tangible evidences proving that developing countries can benefit
from assistance in implementing solutions aimed at increasing domestic
resource mobilization ? Yes, and indeed we think that among the reasons why
the OECD and other International Organisations (World Bank Group, International
Monetary Fund, and United Nations) have received increasing calls to action in
this area is due to the actual impact of ad-hoc initiatives and programmes.If we
consider the example of our work in Africa it is interesting to see the actual impact
of capacity building initiatives, especially in terms of revenue figures. The OECD
has in force programmes with the following countries aimed at building effective
solutions to address transfer pricing and other BEPS risks: Botswana, Ethiopia,
Ghana, Kenya, Malawi, Morocco, Tunisia, Zambia and Zimbabwe. Programmes in
Nigeria and Senegal in partnership with the European Commission and World Bank
Group are about to start. All these programmes have already had an impact. For
example, new improved transfer pricing legislation has been introduced in Ghana
and Ethiopia and is expected to be introduced in the near future in Botswana,
Kenya, Zambia and Zimbabwe. The new legislation in all of the countries is aligned
with international standards and will assist countries to effectively address transfer
pricing risk to their tax base.In terms of actual evidences, it is important to highlight
the increases in revenue collected from transfer pricing audits. For example in Kenya
revenue collected form transfer pricing audits has double from USD52m in 2012 to
USD107m in 2014. In Zambia revenue from audits has increased from USD3.22m
in 2012 to USD7.91m in 2013.0ECD is expecting important outcomes also from
the Tax Inspectors without Borders initiative. Ghanaian and Netherlands officials
are working on transfer pricing audits as are Rwandan and UK officials. Assisting
countries in developing capacity is therefore an important pillar to ensure domestic
resource mobilization and to create a more sustainable and equitable environment.

7. Conclusion:

As the economy became more globally integrated, so did corporations. Multi-national
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enterprises (MNE) now represent a large proportion of global GDP. Also, intra-firm trade
represents a growing proportion of overall trade. Globalisation has resulted in a shift
from country-specific operating models to global models based on matrix management
organizations and integrated supply chains that centralize several functions at a regional or
global level. Moreover, the growing importance of the service component of the economy and
of digital products that often can be delivered over the Internet, has made it much easier for
businesses to locate many productive activities in geographic locations that are distant from
the physical location of their customers. These developments have been exacerbated by
the increasing sophistication of tax planners in identifying and exploiting the legal arbitrage
opportunities and the boundaries of acceptable tax planning, thus providing MNEs with more
confidence in taking aggressive tax positions. The negative impact of base erosion and profit
shifting (BEPS) on South Africa is evident in the escalating rates of poverty, inequality and
unemployment. In nutshell, the tax issue - like BEPS should required to consider before
putting policy into implementation.
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Is Inflation only Monetary Phenomena ? A Brief
Study of Cause and Measures in Nepalese Context

Bina Dhakal
Deputy Director, Nepal Rastra Bank

Abstract

Inflation is an important macro economic indicator which directly and indirectly affects the
various economic activities of nation. Mild inflation is desirable for economic growth of country
while the high and accelerating level of inflation is generally leads to uncertainties, income
and expenditure decision which may distort the economic growth. Theoretically, peoples
believes that control over the inflation is primary responsibility of the central bank (NRB) and
it can be control by changing the quantity of money or monetary policy implemented by NRB.
But there are several non monetary reasons which have been explored by different studies,
and affect as a result increase the price level in Nepalese context. Since last few years,
published data shows, inflation has been increasing unexpectedly and making huge gap
between forecasted and actual level of inflation. Price level in the latest fiscal year remained
lower than the targeted level due to the structural changes, low inflation in India, base year
effect and among others. Albeit, there exists the risk of volatility of inflation in Nepal, which
may distort smooth functioning of the Nepalese economy. In this regards, this paper try to
analyze principal causes of inflation and remedial measures to control over it.

Introduction

Inflation refers to the rise in the general level of prices in the economy over a given time
period. When an economy experiences inflation, price level of goods and services rises and
the value of money reduces. As a result, each monetary unit buys fewer goods and services.
Increases in the price level (inflation) erode the real value of money (the functional currency)
and other items with an underlying monetary nature of in classical theory of money and
inflation. Economists argue that inflation around 4 to 5 percent may be good for developing
countries because it encourages the economic growth to some extent. However, high or
unpredictable inflation is regarded as harmful to an overall economy. It adds inefficiencies in
the market, adversely and impacts the living standard of people. Similarly, it makes difficult for
business and encourages to unwanted increase in the budget or plan for long-term financial
management. Likewise, inflation can act as a drag on productivity as companies are forced
to shift resources away from products and services in order to focus on profit and losses from
inflation. Moreover, uncertainty about the future purchasing power of money discourages
investment and saving and inflation can impose hidden tax increases indirectly.

The Nepal Rastra Bank Act 2002 has clearly mentioned and provided the mandate of price
stability for central bank in Nepal and it is considered as one of the main important objectives
of NRB. Though, NRB does not hold the inflation targeting regime, however it targets and
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communicates annual average inflation target (based on Consumer Price Index) to the public
along with the announcement of its monetary policy particularly once a year. High volatility in
price level sometimes up to almost double digit has remained the major economic concern
for policy makers in these days.

Theoretical Approach of Money and Inflation
Quantity Theory of Money

Basically Fisher's Transaction Approach is popular in determining the price level. According
to Fisher, when other things remained unchanged and if quantity of money in circulation
increases the price level also increases in direct proportion and value of money decreases &
vice versa. Therefore from this reference economist’s established a popular relationship on
money and price as follows:

MV PT, Replacing T by Y,
MV = PY
(Supply of Money) = (Demand of Money)

By modifying the above equation,

Where,
Y=Amount of output = Price of one unit of output
V= Velocity of money, M = Total legal tender money
T= Transaction

The classical economists imagined that there is always full employment in the economy,
that's why income is fixed, velocity of money is also assumed to be fixed, hence price level
is the function of money supply as P = f(M).Quantity theory of money maintains that there is
direct and proportional relationship between the quantity of money and prices. Moreover, this
theory tells us that the central bank, which controls the money supply, has ultimate control
over the rate of inflation. If the central bank keeps the money supply stable, the price level
will be stable and if the central bank increases the money supply rapidly, the price level will
also move accordingly.

Keynesian Approach

According to Keynes, a change in the quantity of money may or may not affect the price, if it
does, it will do so only indirectly & uncertainly. The impact of change in the supply of money
or prices is seen via its impact on rate of interest, level of investment, output, employment
and cost of production/income etc.




Change in Quantity of Change in Interest Change in Investment

Money Supply Rate

W ﬂ

Change in Price Level

Change in Cost of Change in Income,

Production Output & Employment

Source: Paul Samuelsson
Aggregate Demand & Aggregate Supply

Determining the supply and demand for a good or services provides a model of price
determination in a market. In a competitive market, the unit price for a good will vary until
it settles at a point where the
quantity demanded equals the | {e&
quantity supplied. The result is the
economic equilibrium for that good
or service. Simply there are four
basic laws of supply and demand. T
s

If quantity demand increases
and supply remains unchanged, AD4
a shortage occurs, leading to Real National
a higher price until the quantity

demanded is pushed back to equilibrium.

If quantity demand decreases and supply remains unchanged, a surplus occurs, leading to a
lower price until the quantity demanded is pushed back to equilibrium.

If quantity demand remains unchanged and supply increases, a surplus occurs, leading to a
lower price until the quantity supplied is pushed back to equilibrium.

If quantity demand remains unchanged and supply decreases, a shortage occurs, leading to
a higher price until the quantity supplied is pushed back to equilibrium.

Aggregate demand is the relationship between the quantity of goods and services and also
for the output demanded in the economy and the price level. Aggregate demand is simply
the total of all levels of spending in the national income accounts; consumption, investment,
government purchases, and net exports, which can be written in this mathematical way, AD
= C+HI+G+(X-M)

Likewise aggregate supply is the relationship between the quantity of goods &services
supplied in the economy and the price level. Both the aggregate demand and aggregate
supply determines the output and the price level in the economy. The equilibrium price
level is the point at which the aggregate demand and aggregate supply curves intersect.
Monetary policy and fiscal policies both influence the aggregate demand in the economy
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and makes the AD curve shift. Similarly, an increase or decrease in any category of costs will
tend to shift the aggregate supply curve upwards. This might include costs of raw materials,
transportation or energy costs, labor costs, or even business taxes. The factors that shifts the
AD curve and AS curve are summarized in the table below, which gives an idea about how
economy get it in new equilibrium at different level of economic cycles.

Table 1: Factors that Effect Aggregate Supply and Aggregate Demand

Aggregate Demand Aggregate Supply
1. Income (+) 1. Costs (-)
2. Wealth (+) (a) Labor (wages)
3. Population (+) (b) Resource
4. Interest rates (-) 2. Investment (prior) (+)
5. Credit availability (+) 3. Productivity (+)

Aggregate Demand Aggregate Supply
6. Government demand (+) 4. Interest rates (=)
7. Taxation (=) 5. Credit availability (+)
8. Foreign demand (+) 6. Foreign supply (=)
9. Investment (+) 7. Expectations
10. Expectations (a) Profits (+)
(a) Inflationary (+) (b) Inflationary (?)
(b) Income (+) (c) Interest rate (?)
(c) Wealth (+) 8. Taxation (=)
(d) Interest rate (+)
(+): An increase in this factor causes
the curve to shift right.
(-): An increase in this factor causes
the curve to shift left.
(?) : Ambiguous

Source: Gary R. Evans, 1999
Inflation in Nepal

After enactment of NRB Act 2002, NRB has formally started to announce Monetary Policy
with one of the main objective of maintaining price stability. Although, inflation in Nepal had
been measured since the fiscal year of 2028/029 however, NRB had started to announce
the annual average target through the announcement of Monetary Policy from F.Y. 2059/60.
Maintaining the price stability is the main concern of NRB and it is responsible for controlling
the inflation.

Table 2: Targeted and Actual Annual Average Inflation in Nepal

. Inflation
S. N. Fiscal Year =
Difference Actual Targeted
1 2059/60 4 4.7 0.8
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) Inflation
S.N Fiscal Year =
Difference Actual Targeted
2 2060/61 4.3 4 -0.3
3 2061/62 4 4.5 0.5
4 2062/63 5 8 3
5 2063/64 6 5.9 0.4
6 2064/65 55 6.7 2.2
7 2065/66 7.5 12.6 5.1
8 2066/67 7 9.6 2.6
9 2067/68 7 9.6 2.6
10 2068/69 7 8.3 1.3
11 2069/70 7.5 9.9 2.4
12 2070/71 8 9.1 1.1
13 2071/72 8 7.2 -0.8
14 2072/73 8.5 9.9 1.4
15 2073/74 7.5 4.5 -3

Source: Monetary Policy of Various Years www.nrb.org.np

NRB has been implemented various polices and making its best effort to keep the money
supply in a desired limit, so that monetary measures would not lead the inflation. But the
annual average inflation in most of the years remained higher than the target except in three
fiscal years; 2060/61, 2071/72 and 2073/74. From the data of table no. 2, it can be seen that
inflation has been started to increase sharply since the year of 2063/64 and reached its peak
in 2065/66. Similarly, the actual inflation in the recent years also has been hovering around
the double digit level. In year 65/66, the record breaking highest inflation has been observed,
particularly due both from the higher level of money growth and from the various sources
of supply side constraints. Then after, it was noted a slightly improvement in the inflation
level however, in 2069/70, it was stood at almost double digit i.e. 9.9 percent. The average
annual inflation during the last five year remained at 8.12 percent, which is supposed higher
in comparison with the low level of average economic growth below 4.0 percent and negative
real interest rate on deposit but the higher interest rate spread. Average Inflation of F.Y.
2073/74 has remained 4.5 percent which is below than the targeted level of 7.5 percent. The
higher base price of the preceding year, improved supply and lower global prices including
that of India contributed to inflation easing in F.Y. 2073/74 (NRB). Albeit, there exists the
challenges of keeping the price level at the desired level in Nepal.

Is NRB Responsible for Inflation; causes of Inflation in Nepal

In the area of economic policy, for example, either an increase in government spending or
a decrease in taxes can shift the AD curve right. Expansionary monetary policy, increasing
credit availability and reducing interest rates, can bring the same effect. The sharp bend of
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the AS curve can be associated with an economic statistic called the capacity utilization rate.
This static situation is a crude measure of capacity being used by the country's manufacturers.
Theoretically, if an industries running

at 100.0 percent capacity, all available

productive assets are being used. l'_’:'v":J LRAS

Although certain industries can run at P)

100.0 percent capacity or even above ‘

for brief periods of time, the national Y[R R =

average, which this statistic represents, Pl ooz e

is seldom above 90.0 percent and in

a typical non-recession year will be ::- . AD,

between 80.0 percent and 85.0 percent 1 ; SN AD;

(Gary R. Evans, 1999).Assuming that e L)

the stimulation came from expansionary . - by AD: >
0 Yy Y: Y5 Yee _Real Output

monetary policy. With such a stimulus,
interest rates would drop and both credit
and money supply growth rates would
surge. Aggregate demand would respond by shifting right. Then the concern may rise here
whether this would necessarily cause inflation or not. Quantity theories about the connection
of monetary growth rates to inflation rates assume inflation is caused by "too much money
chasing too few goods". Therefore, if the money supply growth rate is high, inflation will
fall. But looking at the figure if the capacity utilization rate is around 80.0 percent or below,
inflation is not very likely, whereas when this situation of capacity utilization is above 85.0
percent a continued growth in aggregate demand is much more likely to be associated with
rising inflation. Further, quantity theory advocates the condition of long run and there is
always full employment. In the wake of this fact, it can be said that only money supply is not
responsible for inflation in Nepal as there is not full employment and capital utilization rate is
also minimum.

Real Income (Y)

Price stability is not the single objective of NRB. Along with maintaining price stability, it
has to support economic growth in coordination with government and fiscal policy. Taking
account the policies announced in government budget and development plans, NRB is
responsible to maintain the adequate liquidity in the economy. There are few challenges and
certain limitations in operating the monetary policy in Nepal. For example, fixed exchange
rate regime which limits the control over net foreign assets leading by remittance mainly is
responsible somewhere to increase the liquidity and the aggregate demand of the economy
in Nepal. Furthermore, the recent data shows the inflation of non-tradable goods has been
increasing. There exist certain arguments about the effect of monetary policy on the inflation
particularly derived from the non-tradable goods and services. Among the various arguments
about the impact of monetary policy in Nepal while controlling inflation, the empirical study
conducted by NRB itself and other studies done by NRB staffs are more important in this
respect. The studies had found that the monetary policy has less control over the tradable
goods in Nepal'. Similarly, various empirical studies have found that there is weak correlation

1 Inflation in Nepal, NRB; 50 years of Nepal, NRB: and various issue of Economic Review published by NRB in
different years.
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between money supply and inflation in Nepal (Koirala and Kharel, 2011).

With respect to the above discussion, it can be said that that the structural factors on one
hand and the more important supply side variables are equally important while determining
and controlling the inflation in Nepal. The above mentioned empirical studies have also found
the same conclusion in this respect. Therefore, the monetary factors are more dominant by
the supply side and structural variables in driving inflation in Nepal. Moreover, additional
pressure on inflation in Nepal has been experienced as a result of other factors as discussed
below:

1. Indian Inflation: The past studies have shown that inflation in Nepal generally moves
in tandem with inflation in India but higher than in India in many cases. However, in the
recent years, and most particularly after the world financial crises when inflation fell in
India, it increased in Nepal. India as being the major trading partner of Nepal constituted
66.0 percent of share in total trade and that has created a huge trade deficit in Nepal over
the years. Hence, inflation in India and movement of international oil price accounted for
one-third of the variability in Nepal’s inflation.( IMF, 2011).

Empirical results suggest that inflation in Nepal is mainly determined by Indian inflation
with narrow money only having an effect in the short run (less than one year). The study
attributed this result to the geographical situation of having a shared open and contiguous
border, which facilitates informal trade and goods arbitrage, a rigid pegged exchange rate
regime between both currencies along with time varying capital mobility: i.e. it is less
mobile in the short term (less than one year) but being more so in the long term. The study
had therefore concluded that within the existing framework of pegged exchange rate and
capital mobility, the main influencing factor of inflation is from India with the NRB having
control over domestic inflation only in the short run (a one year window) but limited control
beyond that .

2. Cost Escalation Due to Weak Currency: Nepalese rupee has been depreciated by 6.7
percent with US dollar in 2069/70, which added pressure in inflation by making import
dearer. As a result, the cost of raw material and final goods have also been increased
more significantly in recent years and fueled for further inflation. Likewise, due to the
depreciation of Nepalese rupee, price of imported goods from third countries have also
been increased by adding further cost to the goods and services in Nepal.

3. Supply Side Constraints:

o Power shortages: Power crisis is the major problem in Nepalese production oriented
industries since many years. A huge power cut problem is a major obstacle for the industries
to operate. As a result of that situation, capacity utilization of Nepalese industries has also
been affected and utilization realized only about 50.0 percent in recent years. Among those
who are operating in full, have been sufferings from the increasing trend of power crisis,
resulted low production with high cost. Therefore, it has negative impact in the prices rise
in Nepal.

e Poor labor relation and unionism: Trade union activities are responsible for inflationary
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pressure in two ways in Nepal. One

is due to the strike which often lead LRAS SRAS
to stoppage of work and decline in price AD SR/;\S
production, raises the price. level

The is if trade unions succeed in

raising their monetary demand, Pinfi = = e e ee -

cost of production rises and leads Pp-=eeeu-

to rise in price. In the recent years,
especially, most of the government
owned public enterprises and major
private enterprises have been
facing the trouble from labor strikes, Yo Y, real GDP
unnecessary and un-addressable
demands, conflict among the Price Level In Nepal is driven by supply side
labor unions etc. Therefore, such constraints, so it can be said that its cost push inflation.
a situation has added pressure in

inflation.
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o Market distortions: Carteling, syndicate and presence of middleman in the market are
responsible for creating the situation of scarcity of goods and rise in the price of the goods in
the market. Weak market monitoring mechanism of government has been encouraging the
market distortions and adding pressure in inflation.

¢ Nepal Band and strikes: Due to Band and strikes by different political parties, and various
communities sometimes by transport association, goods could not be supplied in the market
and hence the scarcity of the goods makes the prices to rise up.

4. Lack of infrastructure: The distribution of goods and services from and to the rural areas
is being complicated with the existing infrastructure. Poor quality of road network and
unavailability of transport facility is making the transportation cost high. For example,
vegetables and dairy products from the urban areas which expires early have trouble to
get the access in the market in the absence of smooth transportation and warehousing
system. Hence, dearer transportation cost and weak market mechanism system are
making the price level up.

5. Agriculture harvest: Additional pressure on inflation emerged as a result of numerous
agriculture goods such as food products and others. For example, pulses, vegetable,
fruits and nuts, oil & ghee as well as sugar which are being imported add cost to the
inflation seasonally. Although, Nepal's GDP has been significantly contributed by the
agriculture sector (34 percent), it's a bad fortune that agro products are also to be imported
to meet the local demand. Traditional cultivating system, dependency upon weather, lack
of scientific technology in agriculture, lack of proper irrigation facilities, unavailability of
fertilizers and quality seeds are the major problems for agricultural production in Nepal.
Grooming real estate business also made the agricultural land to be segregated in plots
leading to low production in agriculture, thus additional cost to price rise.
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6. Inflation expectation: Inflation expectation in recent years both in Nepal and in other
developing countries has emerged a serious concern fuelling to inflation. Sometimes
expectancy of increasing prices, consumer demanded more goods for storing and
suppliers also hold the goods to sale in increase prices creates the scarcity in the market
and encourage the black market adding pressure to raise the price further.

Measures Taken by NRB and Government to Control Inflation

NRB since the enactment of new NRB Act 2002 has been formulating Monetary Policy
formally with the core objective to achieve the price stability by controlling money supply,
productive sector lending and liquidity management etc. The government also seems to have
been effortful in controlling inflation by limiting fiscal deficit under the standard limit and other
many precautionary and preventive measures while controlling artificially generated prices
time to time inside the country brought some positive results. However, the administrated
pricing mechanism and, among others have remained critical in increasing price of goods
and services in the market. The efforts undertaken by the NRB and government of Nepal are
summarized below:

¢ Inthebeginning of each fiscal year since the enactment of NRB Act 2002, after announcing
the budget (Fiscal Policy) by the government, NRB has been formulating Monetary Policy
with different instruments in order to maintain price stability along with other objectives.
To maintain the liquidity in appropriate level and to support in accelerating economic
growth through interest rate and credit channel, different instruments such as bank rate,
open market operation, reserve ratio, standing liquidity facility are being implemented
and these efforts have been contributing to limit the inflation but noted not sufficient in
this respect.

e Since the inflation in Nepal is mainly affected from the supply constraints in the recent
years, therefore to remove it, domestic production should be increased. With respect
to this situation, NRB has recently issued some policy measures about lending certain
percentage of total lending to agriculture and other productive sectors. Moreover, policies
about maintaining interest rate spread at a required level can be expected for making
effective competition and encourage public savings and thereby reducing the lending
rate for investment and increase in demand of loan towards productive sectors expected
to increase the production and reduce the inflation in the medium term.

e Since the NRB has began collecting the price of essential consumer’s goods in
a systematic way from 1956, it has been collecting the price of goods and services,
constructing the various price indices, and monitoring the price movements regularly.
NRB has been regularly conducting the household budget survey (HBS) to identify the
preferences and choices of consumer’s in each new basket of goods and services in
order to make the actual price movement for better representative and realistic with the
new/revised weights for such goods and services. Fifth House Hold Budget Survey has
been conducted and the price basket has been set to present the real picture of inflation
with the real representation of goods and services in the price index.

e Government also has been formulating the various policies in order to smooth the market
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mechanism. To accelerate economic growth, there should be more economic activities
that increase production and employment. For this investment is must from government,
private sector and foreign direct investment too. In order to facilitate investment, different
policies, and rules bylaws, different bilateral & multilateral agreements have been
formulated. Huge hydro power projects have been added in priority for construction and
development plans as well as in annual budgets would help to control the inflation if
implemented effectively.

Conclusion and Suggestions

Inflation which has been hovering around the double digit number in Nepal is supposed a
major economic problem to be addressed soon by the NRB and Government of Nepal and
other stakeholders to protect the poor and unemployed rural people. The increasing level
of inflation has created adverse impact on living standard of people, their saving capacity,
investment projects and external sector competitiveness in Nepal. Economists advocates
that inflation is monetary phenomena and central bank should care for this. In our context,
there are certain constraints and challenges for the NRB and government in maintaining
pricing stability which have created few certain difficulties in implementing policies and
programs directed for controlling inflation domestically. For example, open border with India,
fixed exchange rate regime, comparatively less monetized economy, shadow economy, lack
of sufficient instruments and multiple objectives of Monetary Policy, less developed capital
market, high interest spread rate, weak institutions, poor enforcement of programs and
polices including the laws, increasing trend of international prices of goods and services,
poor corporate and good governance and among others are responsible for the effective
demand and supply management both for the NRB and the Gov. of Nepal.

Various Empirical Studies and reports show that inflation in Nepal is not mainly because
of excess money supply. The reason behind the rise in price level in Nepal is different
external as well as other supply side constraints such as vulnerable petroleum price in the
international market, inflation in trading partners, power shortage, poor labor relations, poor
development in infrastructure, weak market monitoring mechanism, presence of middleman
and carteling, depreciation of currency, rise in price of petroleum products, bottlenecks in
distribution and among others. In this respect of discussion, the following points can be
supportive for controlling inflation in Nepal:

1. There is a debate that monetary policy should be responsible to control the inflation of
non-tradable goods as there is rise in price level in those kinds of goods & services. So
NRB should focus in formulating the appropriate policy to control the inflation of non-
tradable goods and services.

2. Price Basket of goods and services should be revised and monitored on regular basis so
that it reflects the real price movement.

3. New instruments (long term and short term) should be developed in order to mop-up
and inject liquidity in the economy so that excess liquidity would not create inflationary
pressure and considering the liquidity position in the economy.

4. Nepal Rastra Bank should enforce the mandatory agriculture and productive sector credit
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provision effectively so that domestic production would increase which will eventually
check the food price inflation.

Private sector credit and government spending should be focused towards productive
sector so that increased production will be able to meet the aggregate demand
domestically. If import would substituted by the domestically produced goods and
services, there will be support in maintaining the price stability in two ways ; reduces
imported inflation from trading partner and access supply of goods and services leads to
price level reduced.

The supply and distribution of goods should be smoothed by effective market monitoring
mechanism by discouraging the black marketing, carteling, strikes and, among others.
Government should actively involve in market administration so that increased price
level due to the scarcity of goods can be minimized.

To eliminate the production shortfall due to power crisis, there is no option other than
increasing the production of electricity. For this, there should be huge investment in
Hydro sector. Only the domestic investment is not sufficient for this. Therefore, foreign
investment should be encouraged in this sector. In order to enhance such investment,
investment friendly environment should be created first and secondly there should
be supporting laws and policies to stimulate the investment. Sufficient electricity will
increase production capacity of firms thereby reducing cost and it will be best alternative
to substitute the use of petroleum products which ultimately reduces the price.

Government should give prior emphasis for the development of physical infrastructures.
Lack of sufficient infrastructure; industries are not being able to operate in potential areas.
Also it will be supportive for the goods to make the access in the market. With increased
production and more goods available in the market will support the price stability.

Government should give emphasis about increasing the production in agriculture sector
so that import of agriculture goods can be substituted. Grant in fertilizer and quality
seeds, proper irrigation facility, latest and modern technologies and among others
should be facilitated to the farmers so as to increase the production. Likewise, policies
to be formulated to encourage the youth in this sector. Moreover, productive lands
which are being segregated into small plots for the purpose of realty business should be
discouraged and utilize for cultivation.

10.Remittance should be used in the productive sector so that it will reduce the inflationary

pressure which will make the supply side strong and competitive.

11. Price of Petroleum Products should be adjusted timely and use of petroleum product

should be made rational so that the administrative costs get minimized. With the minimum
cost of production, price also will be minimized.
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SMEs’ Export Problems in Nepal

Dr. Suman Kumar Regmi
Former Deputy-Executive Director, Trade and Export Promotion Centre

ABSTRACT

The aim of this study is to explore the current export challenges for SMEs in Nepal and how
these barriers affect the SMEs. One industry i.e. garment, was selected for this study.

Astructured interview was conducted forevery SME. Findings of this study showed that internal
barriers are more influential than external barriers. This study is limited to one industry i.e.
Garment Industry. This study disseminates the attention of SMEs export managers towards
the genuine and main problems coming across the SME exports so they can deal with these
barriers to magnify their exports as internal barriers are more controllable as compared to
external barriers. This study offers insights info SME export barriers in a (relatively under-
researched) Nepalese context.

Keywords: SMEs, Export Barriers, Garments.
I. INTRODUCTION

Small and medium enterprises can be defined separately by the number of employees.
According to Industrial Policy 2067 “An industries having fixed capital up to Rs. Five Crores
is referred as small sized enterprise.

According to IP 2067, “An enterprise having fixed assets between Rs. Five Crores and 15
Crores is called Medium Scale Industries. This estimation is made in Nepalese currency
Rupee. Moreover SME sector has shown immense growth in current scenario as compared to
large industrial sector. The potential of SMEs is the opportunity to invest. The Government of
Nepal has already taken steps to establish EPZ. This infrastructure is liable for the promotion
and development of SMEs in Nepal.

The importance of small and medium sized enterprises was not being considered in past
history. Only the large firms were believed to take part significantly in the growth of the
economy of the country as well as an important part in the struggle of gaining huge foreign
reserves. But they also did not go ahead.

But the situation changed when the developing Asian countries like Taiwan, Japan, and
Korea developed on the basis of their small and medium sized businesses and economists
started to believe in the potential of SMEs. As the small and medium sized enterprises belong
to the grass root level, it is also seen that mentioned economies were developed all the way
through the grass root level. It is also noticeable for those who think that only large firms are
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dependable for the economic growth that small merchants and small suppliers also play an
important role for in the production of large organizations. So the SMEs are very important
for the worldwide economy.

Export is an important phenomenon for the worldwide economic growth. The importance of
export has remained a hot topic for centuries. Export is an international trade whereby goods
are produced in a certain country and shipped to some other country. The action of export
sales is really beneficial for the gross domestic production of an exporting country. Export
phenomenon can also be used for the services. Export is one of the oldest kinds of economic
transfer and between nations it takes place on a large scale whereas some legal laws and
regulations are applicable. SME importance is now accepted worldwide, but the situation is
different in Nepal.

Awareness of developing Small and medium sized organizations is delayed in Nepal.
According to, SMEs comprise almost an estimation of more than 90% of all the enterprises in
Nepal; and their part in the annual GDP is very negligible part, perhaps less than 5-6 percent.
As the SME sector was neglected in Nepal so this affected the small and medium enterprises
as well as Nepal’'s economy.

Despite some efforts for the improvement of SMEs in Nepal, more endeavors are required
to attain considerable improvement. The potential of the market of Nepal is not doubted.
So if appropriate & structured steps are undertaken then the SMEs of Nepal can contribute
positively to the growth of the economy in no time. The benefits acquired by the SME exporting
can enlarge the foreign exchange reserves to develop a helpful skeleton to progress.

Nepal's SME growth is sluggish because while in the process of exporting it has many
hurdles on its progress path way. So the development in the SME sector is impossible
without identifying, exploring and resolving the problems faced by SME export sector. There
is a lack of study on this topic specifically in Nepalese context. But many researchers have
pointed out the SME export challenges in some other context. SMEs face many hindrances
in the exporting procedure. These barriers are different in nature but can be summed up in
to internal and external barriers. These barriers directly or indirectly have some effect on the
exporting procedure.

However internal barriers can be handled easily but external factors are difficult to tackle
(Leonidou, 2004). There are many challenges that an SME exporter has to face and which
influence export performances, these can be classified as internal and external export
barriers.

Internal export barriers are related to company and product characteristics. External export
barriers are related to distinctive foreign consumer preferences, unusual business procedures
and practices, the imposition of tariff barriers and regulatory import controls by governments
in abroad, severe competition, exchange rate fluctuations & limited hard currency for
international trade. The above mentioned problems are classified as industry, export market
and the macro environment barriers.

There is a significant difference between low level income economy and middle level income
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economy. So it is very important to highlight the role played by SMEs in the adaptation
of financial economies from low income levels to middle income levels. This exercise is
particularly important for the countries like Nepal, to achieve the middle income status. In view
of the foregoing, the following research questions were assumed: What export challenges
are being faced by SMEs in Nepal ? How can export challenges create hurdles in SMEs
exporting business in Nepal ? The research objective is to explore the current SME export
challenges in Nepal.

This study provides the guideline with which SMEs exporting business is enhanced by
recognizing the SMEs exporting barriers and removing them. This research provides a
threshold for all SMEs to enhance their business profit and business boundaries by increasing
their export and in order to increase their export level, this study provides a distinctive and
latest means with respect to the Nepalese context.

II. LITERATURE REVIEW

Small and medium enterprises play a very significant role in the development of any economy.
This statement is even applied to developing countries more strongly. So for the developing
countries like Nepal, small and medium sized enterprises are very helpful for economic
development.

In Nepal, the concept of small and medium enterprises is increasing. SMEs are having a
low share part in GDP of Nepal. But the exports of SMEs need some serious attention.
Entrepreneurs of Nepal face several challenges in the exporting process.

Exporting is considered as a complicated and expensive process. In the initial stage, exporting
process consumes high cost as well as a lot of time. But with the passage of time, it provides
many strategic opportunities and chances for profit taking. So for the companies, it is a very
important and difficult decision to make.

Authorities in the organizations have agreed upon that continuous growth that can be
obtained by exploring the foreign trade opportunities. So exporting factor is a key factor for
the organizations which require a huge growth potential (Karakaya and Harcar 1999).

Exporting behavior is greatly dependent upon export barriers. Export stimuli and export
barriers play a significant role in the exporting performance; so the role of exporting barriers
cannot be ignored (Morgan 1997). Katsikeas and Morgan (1994) explained that the size of
an organization matters a lot in the barrier’s perspective. Small firms face more exporting
problems as compared to the large organizations. Generally in importing countries, the
reasons behind the export barriers are lack of government support in defeating export barriers,
rivalry with firms in foreign markets, the need to adjust pricing and promotion strategies, high
foreign tariffs in export markets and a lack of resources to finance expansion into foreign
markets were the major barriers to enlarge the exports (Ahmed et.al 2004).

Okpara (2011) identified many barriers that hamper export development in developing
countries. These are shortage of finance, insufficiency of export knowledge, scarcity of
qualified personnel and severe international competition. These barriers play a key important
role in the obstruction of export growth of SMEs of a developing country including Nepal.
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SMEs face many hindrances in the exporting procedure. These barriers are different in
nature and can be internal (informational, functional and marketing) or external (procedural,
governmental, task and environmental). These barriers particularly affect the exporting in
different manners. However internal barriers are easier to handle and manage but external
factors are not convenient to tackle (Leonidou 2004). Koksal and kattaneh (2010) narrated
that generally there are two types of export problems: internal and external. Internal export
problems refer to the inside of the company and usually related to the company resources
for export activities they are generally related to the products characteristics for example: low
quality product, high prices, lack of information.

The troubles originating from external factors such as export market competition, image
of exporting country and policies made by both host and home countries are referred to
as external barriers. Leonidou (1995) concluded while differentiating internal and external
barriers that barriers originating from organizational resources, internal potentials and
company advancement towards export business are internal barriers. Whereas the barriers
which an exporting firm faces during the export procedure from exporting state to host state
are external barriers. Internal barriers include: dearth of production inputs and shortage of
domestic capability; and external barriers include those related to the business environment
such as government policies, trade barriers, and the nature of competition (Bagchi-Sen,
1999).

Barriers are distinguished into initiating problems and on-going problems. Initiating problems
are linked to problems which are initiative in nature like recognizing foreign opportunities,
export documenting process and capital requirement. Whereas on-going issues includes
such problems which occur during the export process like analyzing payment and cost,
demonstration and difference between values provided by firm and values demanded by
buyer (Tesar and Tarelton, 1982).

The most difficult barriers differentiating exporters and non exporters are, (1) adapting products
for foreign markets, (2) pricing for foreign market, (3) minimizing the foreign exchange risk,
(4) obtaining information on prospects overseas, (5) providing technical advices overseas, (6)
knowing exporter procedures, (7) shipping and distributers overseas, (8) financing exporters,
(9) advertising in foreign markets and last (10) communicating with clients overseas (Moini,
1997; Eshghi et al., 1992). One of the major problems faced by exporters is to obtain the
information required to enter the export market.

SMEs have to cope with different kinds of exporting challenges. It depends upon that from
which a native land SME belongs. SMEs originating from a transition country mostly face
problems which are internal in nature like unprofessional conduct or lack of capital. SMEs
from developed countries usually face external problems like political instability or strict
import policies (Neupert et al., 2006). Many SMEs don’t go for exporting just because of the
expected barriers. In view of non exporting firms some key barriers are lack of awareness of
prospective markets, the less technical aptness, intense competition in expected market and
need of professional personnel.

But the opinion of exporting firms is different, which consider warehousing and controlling
of physical product flow in the expected country, threat of overseas buying behavior and
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unavailability of business place as the most important export barriers (Pinho and martins,
2010). Stamatovic and Zakic (2010) concluded that skill and knowledge of managerial group
is directly proportional to the SME exports. Trained and effective management can play a
significant role in the development of SME exporting while in the presence of worldwide
economic crises. By improving the training and development of entrepreneurs and creating
trade with large enterprises, the SME growth can be enhanced. It is also proved that
information gathering for long term vision is the key to success for the flourishing small and
medium-sized exporters as compared to those SME exporters who formulate policies and
strategies on daily basis (Ortega, 2003).

While the export of any organization is inversely proportional to the barriers existing, barriers
do not only make clear the smooth exporting process but some other factors also play a
considerable role in the function of these barriers. These factors are the distinctive qualities
of managers, the organization and environment of the organizations (Barret and Wilkinson,
1985). Koksal and kattaneh (2010) confirmed that tariff/non tariff barriers implied by host
countries, production capacity of company and packaging bear negative effects on the export
sales volume and the strong global competition, brand image, high production cost, lack
of qualified personnel, difficulty in obtaining foreign market information and transportation
affects positively export sales volume.

Craig (2005) explains that the export barriers are more severe and intense in the psyche
of those non exporters who have never tried export. So the cognitive dissonance of export
barriers is more rigorous than in non exporters when compared to the exporters. Non exporting
firms consider the obstacles more severe if they were exporting. These differences between
thinking of exporters and non exporters can be eliminated through exporting experience.

Although much research is conducted on the topic of barriers of SME exporting but a greater
part of the research is done in the Asia. Research work on the topic barriers of exporting
in small and medium enterprises is relatively uncommon in developing countries. Nepal is
also lacking research work on SME export problems. So the above literature provides a
substantial research gap for this study.

1. METHODOLOGY

The SMEs of Nepal were selected as the population of this study. The target population of
this study comprises Garment SMEs. The sample of this study was taken from one area
(Kathmandu Valley) due to own convenience and one industry Garments was selected. A
sample size of selected firms from the Garments industry was surveyed. The sample size
was taken for the convenience of research as only limited resources were available. All taken
firms were SMEs. The data was collected from SMEs export managers and owners. Out of
selected SMEs, owners were working as export managers themselves whereas very few
SMEs had distinct export managers. Due to confidential policy of most companies, names of
the sample selected SMEs and respondents could not be mentioned. A descriptive approach
was used to conduct this study and in-depth interviews were performed to evaluate the real
export barriers for SMEs in Nepal. A question was adopted to conduct the interviews. Due to
the descriptive nature of this research, observational method was the key factor to conclude
results.
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IV. FINDINGS

The following findings were deduced from the summary of interviews: SMEs have opportunities
for export in foreign markets but there are plenty of barriers within the country. Although
internal barriers are more controllable as compared to external barriers but all stakeholders
should play their roles to minimize these internal barriers in order to magnify the SME exports.
It shows that internal barriers are more dominant in the overall barrier scenario.

Internal problems which cause internal barriers to prevail, simply the internal barriers are
narrowed down. Here the energy crisis is making the largest contribution in internal barriers.
It is because the situation of energy sector is worse in Nepal. Functional barriers contribute
major share as internal barriers. It is the biggest internal problem after energy crises.
Environmental and marketing barriers were very neglected.

It shows the strength of components of external barriers. Competitive barriers are the main
external barriers. SMEs have to face tough competition from other countries like China,
India & Bangladesh as competitive barriers have to face with the imported products. These
countries are providing the similar quality imported products like the export product of Nepal
on cheaper rates. Procedural barriers like documentation, quality clearance, late payments
etc. comprise huge share of the total barriers. Environmental barriers include unstable political
situation, cultural effects and may be economic problems etc. So by and large competitive
barriers form the biggest external barriers.

V. DISCUSSION AND CONCLUSION

This study explored the export barriers faced by SMEs in Nepal. Basically two types of main
export barriers exist, i.e. internal barriers and external barriers. Findings of this study showed
that internal barriers are more influential than external barriers. Internal barriers include
functional barriers, marketing barriers, energy crises and environmental barriers. Energy
crises contain shortage in earlier years and high charged prices of electricity, gas and other
energy components. An energy shortage and load shedding leave industry unable to fulfill
orders. High price of electricity, gas and petroleum products increases the production cost.

Environmental barriers comprise political, economical, social and technological problems
of exporting country like Nepal. Economic problems include poor economic conditions in
the country and fluctuating currency exchange risks. In poor economic conditions it is very
difficult for exporters to invest as SMEs are always facing lack of funds.

Political problems include political instability in exporting country or strict exporting rules
and regulations and high tariff, non tariff barriers. These issues can shake the confidence of

importers and they hesitate to sign a contract. Socio-cultural barriers include unfamiliar local
business practices and lack of foreign verbal, non verbal languages. Dissimilarity between
cultures of host country and export country causes inability to adapt exporting process.

Marketing barriers include problems related to product, price, distribution and promotion.
Barriers related to product include barriers concerned with product like developing new
product for foreign markets, adapting exporting product design and style, meeting exporting
product quality standards/specs, meeting export packaging/labeling requirements, offering
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technical/ after sale services. Product which is not according to the customer demand and
specifications will cause a failure and less future ordering.

Pricing problems include offering unsatisfactory prices to customers, lack of granting credit
facilities to importers. In such a competitive scenario, difference in price will eliminate the
exporter from competition. The problems such as difficulty in supplying inventory abroad,
unavailability of warehouses, unreliable foreign representations and less access to export
distribution channels are included in distribution. Product making is not only the last thing
but product should be delivered to customer also, otherwise it can impose a bad exporting
impression. Promotion contains lack of adjusting export promotional activities whereas lack
of promotional activities can create unawareness for customers which finally leads to fewer
exports.

Functional barriers are related to the capacity of SMEs i.e. lack of working capital, production
capacity, inadequate personnel. These include lack of managerial time to deal with exports,
inadequate/untrained personnel for exporting, lack of excess production capacity for exporting
and shortage of working capital to finance export. Due to functional barriers, exporters would
not be able to meet the requirements of the buyer.

External barriers include environmental, competitive and procedural barriers. Competitive
barriers include barriers such as severe competition, low prices offered by other countries
and good quality products of other competitors.

Mostly competitive problems are related to price and quality. Provision of low prices from
customers create price competition problem whereas quality problems include provision of
high quality products by competitors. Environmental barriers are political, economical, social
and technological problems of host country. Procedural barriers consist of slow collection of
payment from abroad, problematic communication with overseas customers and unfamiliar
exporting documentations/paperwork. This can cause unhappiness in exporter and he/she
will be less inclined towards exports due to the complicated exporting procedure. The
way forward concluded that SMEs can play an important role in economic and industrial
development of a developing country including Nepal, if they are provided proper support
and direction to reduce the export barriers.

V. LIMITATION AND FUTURE RESEARCH

The limitations related with this research are acknowledged. This study is limited to only
one sector i.e. Garment sector, although it can be expanded to other sectors. This study is
also limited to selected garments SMEs concerning data collection. The sample size of this
research is small to generalize the results, so authenticity of this study can be enhanced by
increasing sample size for future research. As this research is a new one in its nature, it can be
conducted in other sectors and in other countries relating to their own environmental factors
to enhance the scope of this research. The results might be different when it is conducted in
different scenarios. This study also provide base and add literature for researchers to hit this
issue more deeply in future.
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Abstract

In a strong competitive environment, based on an increased degree of risk and uncertainty,
supplier relationship management is considered to be a strategic value-adding process, able
to contribute to the success of the organization. Supplier relationship management (SRM)
must also the development of a collaborative environment, based on trust between partners,
so that both parties can achieve mutually beneficial objectives through joint effort and time
investment.

Key words: supplier relationship management, supply chain, mutually beneficial
relationships

1. Introduction

Supplier Relationship Management (SRM) is first and foremost an approach used for
engaging with suppliers on a level that reflects the priorities of the customer organization and
how best these needs can be achieved. It is a differentiation process that recognizes that
not all suppliers are the same and therefore not all customer supplier relationships should be
dealt with through a single strategy.

Due to the strong economic instability of recent years and changes in market requirements,
managers have been faced with multiple problems, thus becoming very difficult for them to
find an effective and efficient manner of organizing and conducting their business.

According to analysts, the year 2009, the start of the economic crisis, marked the transition
from the "sellers market" to "buyers market" and, in the "fight" between supplier and buyer, the
power ratio shifted towards the latter. In this context, when markets are becoming more and
more inaccessible, most companies have turned toward the customer and have realized that
meeting customers’ demands and still remaining profitable becomes a condition of existence.

Thus, to meet customer expectations, companies have set targets aimed at achieving the
best quality, the best suppliers, developing new products in the shortest time, maintaining
competitive prices, eliminating waste, reducing costs, etc. Achieving this goal is possible
if managers’ efforts and competence are oriented equally towards both customers and
suppliers, because the organization can function neither without customers, nor without
suppliers (Howard and Sheth, 1969).

Even if by choosing efficient sources of supply and substantiating its strategies, an
organization ensures reliable sources to increase the efficiency and effectiveness of the
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process of procurement and material resources, its results can be greatly diminished if it
lacks a strategy in relations with its suppliers, which must be based on an essential premise,
namely: "in a business there are partners who are looking to get some satisfaction, otherwise
they give up the business (Carstea, 2000) ".

In this article it will analyze how, through a careful reflection on segmentation of their supply
chain and by adapting their management methods to the suppliers’ specific, companies
create and develop trust between partners, so that it allows them to establish effective and
efficient cooperation.

2. Supplier Relationship Management (SRM)

Today, supply costs represent between 50% and 80% of the turnover of the manufacturing
companies, which translates in a significant contribution of the procurement process to the
increase or decrease of the profit. In recent years, when reducing costs of supply has been
very difficult to achieve, many companies have been moving towards conventional methods
such as rationalization, outsourcing or relocation to low-cost countries

At the same time, in order to face the economic conditions, leading companies focused
on supply chain segmentation and adapted their management methods function of the
resulting segments. Therefore, the development of the customer supplier relationship must
be considered a mandatory requirement.

In this context, it can be said that supplier relationship management is a process of defining
and implementing the relationships that the company wants to develop with its suppliers. By
creating a collaborative environment with suppliers, supplier relationship management aims
to increase the flexibility of the procurement process, improve product quality, while reducing
costs.

Implementation of an efficient supplier relationship management must take into consideration
the following steps:

1. Supplier portfolio segmentation,

2. Choosing the type of relationship and tailoring the management methods function of
each segment,

3. Improving joint processes,
Assessing the evolution of the suppliers and the quality of the relationship.
2.1. Supplier portfolio segmentation

To make sound decisions regarding its relations with suppliers, the client organization
must know its main suppliers very well, must take into account the specific nature of
the products they buy, the complexity of the technological process by which the latter
are obtained, the financial risks, the possibilities it has to influence the suppliers’ way of
thinking and acting.

A useful tool for supply chain segmentation that helps determine the type of relations the
organization has with its suppliers is the “Kralijc Matrix” with the following direction for
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analysis: risks associated with the procurement of material resources and the potential
impact of purchasing on profit (figure 1).

Figure 1 - “Kraljic Matrix”

Risk
$
Risky resources Strategic resources
- Blocking suppliers - Strategic suppliers
- Supplying from new - Partnership
sources - Co-development
- Standardization - Co-production
- "Make or buy"
Non-critical resources “Leverage” suppliers
- Non-critical suppliers - Cost analysis
- Classical relationships - Relationship controlled by the buyer

>

Potential impact on profit
Source: (Kraljic, 1983)

The matrix analysis reveals that there is no fool proof method to approach supplier
relationships.

2.2. Choosing the type of relationship for each supplier and tailoring the management
methods

Starting from figure 1, there are 3 types of relations:
(a) Transactional relations

In transactional relationships, the buyer seeks above all to get the best price since there
are many competing suppliers. Transactional relationships are based on the idea that
the interaction between buyer and supplier is grounded on opposing, hostile principles.
In this case, the supplied products have a relatively low value and do not present
technological constraints.

Evenifitis not considered appropriate for the majority of supplied material resources, the
transactional approach is not yet obsolete. Currently, despite trends towards strategic
sourcing, and towards providers’ partnership and cooperation in multifunctional teams,
many buyers still continue to consume a lot of time bargaining with suppliers on price
(Kotler and Koller, 2008).

(b) Cooperation relations

Cooperation relations are based on commitments established between the client and
the supplier in relation to price, quality, quantity, delivery time.

In this case, products entail a moderate level of technological sophistication and
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customer’s strategy is to make providers compete on a regular basis. In this respect,
the customer will carry out comparative analyzes and will seek to find potential supply
sources. Equally, however, the client may involve the supplier in operational performance
improvement programs or certification programs that will help reduce or even suppress
inspection for certified providers.

(c¢) Partnership relations

The increasing success that products manufactured in Japan have in global markets
has led to increased interest in Japanese management principles, one of the distinctive
principles being that of working closely with suppliers, based on the elimination of
conflicts and tensions. The purpose of these relationships was cost reduction, continuous
improvement through introduction of Kaizen-type projects and promoting innovation.
These ideas have been transposed in other languages through an equivalent expression
"industrial partnership" (Baily et al., 2004)

Partnership relations take the form of relations of reciprocity and are characterized
by the sharing of benefits and risks between customer and supplier, with both parties
investing trust and effort in their strive to obtain added value, a process that is impossible
for transactional relationships (Richards and Jones 2006). Supplier client relationship
is described by terms like synergy, symbiosis, trust, with emphasis on joint actions.
However, for such a relationship to be possible, one of the first things the client must do
is to discover what a supplier seeks in a customer and try to meet these requirements.

The main directions of partnership relations take into consideration the following aspects:

e The decisive role the supply cost, and not the price, has in procurement,
e Cooperation in the development of new products and technologies,
¢ Joint participation and investments in research development,

e Mandatory transparency of information regarding processes and products, including
strategic,

¢ Information,

¢ Sharing risks and rewards,

¢ Joint management and quality assurance, which marks the transition from supply
quality to assisting quality at suppliers.

From the analysis of the main features of the partnership it becomes evident that
partnership relations are neither possible nor effective for all resources (McKinsey,
2011). It is estimated that resources for which this type of relationship is adopted fall into
a strategically important sector characterized by:

o High level of technological complexity,

¢ Significant economic importance,

o High risk in terms of market provision.

In the early 1990s, car manufacturers in the USA were managing exclusively transactional
relations with their suppliers, while those in South Korea were applying especially partnership
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relations. Japanese car manufacturers were the first to implement different relations tailored
to the characteristics of each supplier (Moigne, 2013). The economic literature identifies
several ways in which one can define the target profile of the supplier and the type of relations
to be put into practice. Figure 2 presents the relationship with suppliers based on product
complexity and their economic impact.

Figure 2 - Suppliers’ relationship

Economic Impact
Collaborative process
Partnership Integrating suppliers

A

Long-term contracts

Collaboration Emphasis on quality, cost and delivery time

Medium and long term collaboration

. Emphasis on price
Transactional P P

Relationship Multiple sources
Short-term approach

v

Complexity in Process

Source: (Moigne, 2013)

It is not infrequently that large international companies are really striving to size and
develop their relationships with suppliers. Examples in this respect are participation with
high-performance equipment that the customer makes available to the supplier, evaluation
and selection of efficient sub-suppliers by client’s trained personnel, participation in joint
development of sub-suppliers, organized jointly by the supplier and customer, support of
suppliers’ development programs with advantageous financial loans, etc. (Oprean et al,
2012).

Reflections on supplier relationship management are a current topic, depending of course on
the type of relationship. Numerous research studies generally propose three approaches to
supplier relationship management (Nogatchewsky and Nogatchewsky, 2012).

¢ Implementing systematic competition,

e Formal control according to performance criteria,

e Trust (trust in the partner’s benevolence and competence, shared norms of
cooperation such as joint actions and transparent communication).
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2.3. Improving joint processes

Improving the processes that the organization has in common with its suppliers might
consider the following:
a. Training and development of suppliers,
b. Development of new products or technologies,
¢. Joint management of stocks, transportation.
a. Training and development of suppliers
Supplier development management defines the activities that the client company carries
out to improve the performance of certain suppliers, in the context of an increasing client

- supplier interdependence, deriving from the supply integration process and market
concentration.

A development plan is a five-step structured approach, a challenge for the provider,
which aims to improve the performance of a specific indicator (Modi and Mabert 2007).
Schematically, the development plan progresses as follows:

Selection of suppliers,

Diagnosis in order to determine the opportunities for improvement,

Establishment of joint teams of specialists, employees of the client and the supplier,
Definition and implementation of the action for improvement,

Follow up on achieving the set goals.

A A

Managing a progress plan monopolizes numerous resources, therefore, it is recommended
to involve a reduced number of suppliers, selected based on the following:

Issues:

e Major strategic contribution,

e High productivity potential,

¢ Innovative solutions that represent a strong competitive advantage,
e Significant risks.

Quality of current relations:

e Long term prospects based on the sharing of risks and rewards,
e Joint effort and involvement in solving problems (technical, conflicts, etc.),
e Open exchange of information (technical, economic).

Worldwide there are international organizations such as Europe Aid, International
Finance Corporation (IFC),United Nations Industrial Development Organization (UNIDO)
that help international companies in developing countries to develop local suppliers.

b. Joint development of new products or technologies

Co-development, specific for high technology sectors, was first applied in the automotive
and aeronautics industries. It requires the involvement of suppliers from the earliest
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stages of the development programs. The aim of this strategy is the very balanced
sharing of risks between client and supplier.

Even if the joint development of new products entails various advantages such as lower
costs, increase quality, shorter development time for a new product, the management of
such a complex process is often difficult.

c¢. Joint management of stocks

Strong competition and globalization force companies to improve their internal processes
to reduce costs. Thus, an efficient use of stocks, accompanied by improved forecasting
of material resources flow from suppliers and reducing mismatches between supply
chain participants, will reduce unnecessary costs.

By establishing effective cooperative relationships with suppliers, new methods of
joint management of stocks may be introduced (Vendor Management Inventory, JIT II,
Collaborative Planning, Forecasting and Replenishment).

2.4 Evaluation of Suppliers’ Evolution and of the Quality of Relations

Regardless of the type of client-provider relationship adopted constant monitoring of the
evolution of suppliers and quality relationship with them shall be required. Performance
improvement can only be achieved by applying an effective and efficient performance
management of providers.

In the first stage, the performance evaluation must define measure and analyze
performance indicators, and in the second stage corrective action must be carried out
where non-compliances were found.

In the context in which the quality of the relationship with strategic suppliers is crucial in
creating value for the customer and supplier, providing mutually beneficial relationships
based on trust, in which both partners are satisfied is very important.

The method covers eight dimensions of the client provider relationship: reciprocal
specificity, cooperation, conflict, intensity, interpersonal differences, power/ dependence,
trust. To investigate the eight dimensions the organization may design questionnaires
with maximum twenty questions relating to:

e Level of relationship reciprocity: research of individual interests, convergence of
objectives and priorities, convergence of strategies,

e Specific and particular nature of the relationship: specific organization, tailoring the
relationship,

e The quality of cooperation: joint work, transparency,

e Handling conflicts: resolving problems together in a cordial and professional
environment,

¢ Intensity of relations: management involvement, number of people involved,

e Lack of interpersonal divergence: conflicts, discordant views.
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e The client-provider level of interdependence,
e Level of confidence.

Joint analysis of the questionnaire is already a good collaborative exercise that causes the
client and the supplier to be open and objective, the scope of this analysis being to identify
the differences between their views and their harmonization.

3. Conclusions

More than any other disruptive factor, the economic and financial crisis that affected all
companies has caused a brutal break of the everyday routine in management approach, with
analysts interpreting it as becoming more and more a management crisis, whose overcoming
requires major changes in the management process, with implications for all management
functions (Deac, 2012).

Thus, to meet these challenges, companies must be able to generate ideas and practices in
the interface with customers and suppliers.

New forms of supplier relationship management must lead, systematically, to generate
trust between partners to enable the development of mutually advantageous relations, a
mandatory requirement in today's context. Only through cooperation based on trust, partners
will be able to cope with unforeseen events, will be able to seize opportunities and develop
new products and processes.

Wl YA
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Abstract

Income tax is the one of the most important source of public revenue. This income tax is
more suitable for developed countries than developing countries. The purpose of this paper
is to present Kautilya's principles of taxation during the fourth century BCE. Ensuring tax
compliance and avoidance of heavy taxation are the most important ingredients of a sound
fiscal policy. An income tax is a tax that government impose on financial income generated
by all entices within their jurisdiction Modern tools of economic analysis are used to present
Kautilya's principles on income taxation. The tax system of Nepal is suffer from structural
constraints with tremendous administrative and procedural complexities envisaged in the
existing Income Tax Act, which lacks simplicity and transparency.

1. Introduction

Tax is a payment compulsorily collected from individuals or firms by a government (i.e.
central or state or local) or by the functional equivalent of government to fund various public
expenditures. The purpose of taxes is to raise revenue to fund government. Money provided
by taxation has been used by states and their functional equivalents throughout history to
carry out many functions. Some of these include expenditures on economic infrastructure
(roads, public transportation, sanitation, legal systems, public safety, education, health care
systems), military, scientific research, culture and the arts, public works, distribution, data
collection and dissemination, public insurance, and the operation of government itself. The
government's ability to raise taxes is known as fiscal capacity.

An income tax is a tax that government directly levied on personal income generated by all
entities within their jurisdiction. By law, business entity and individuals must file an income tax
return every year to determine whether they owe any taxes or are eligible from a tax refund.
Income tax is a key source of funds that the government uses to fund its activities and serve
the public.

Most countries employ a progressive income tax system in which higher-income earners pay
a higher tax rate compared to their lower-earning counterparts. The first income tax imposed
in America was during the War of 1812.

There are several types of income taxes such as; personal income tax, capital gains tax,
corporate income tax, social security tax, self employment tax etc. That help the government
raise money to support its daily operations. These income taxes can affect income earned by
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individuals or corporations, and sometimes affects both. Taxes are collected each year in the
U.S. by the Internal Revenue Service. Income taxes are a pay-as-you go system, meaning
that as you earn money you have money withheld from your pay checks to pay for taxes at
the end of the year.

Taxation transfers wealth from households or businesses to the government of a nation.
The side-effects of taxation and theories about how best to tax are an important subject
in microeconomics. Taxation is almost never a simple transfer of wealth. Economic theories
of taxation approach the question of how to maximize economic welfare through taxation. The
objective of taxation is to provide for government spending without inflation. The provision of
public goods such as roads and other infrastructure, schools, a social safety net, health care,
national defences, law enforcement, and a courts system increases the economic welfare of
society if the benefit outweighs the costs involved.

2. Kautilya's view on Income Taxation

The general feature of the revenue system, as envisaged by Kautilya, and the sources of
finance were as many as could be devised by human ingenuity. From cooked rice to dried
fish, all things taken into the city were taxed and stamped at city gates. The sources of
revenue were the most extensive ever known. The Arthashastra differentiates between forms
of revenue, not according to their incidence but according to their source. Revenue is either
derived from the land (Parthiva) or derived from the sources other than land (Aparthiva).
Under the former, come the contribution of the crown lands (bali), the land revenue (bhaga)
paid by private persons, the cesses collected on the supply of water from state sources,
the tree-tax of one-sixth of the fruits of the trees, medicinal herbs etc; the profits of the state
mines and quarries, the sale of the forest, and the income from the royal herbs, as well as
the tax collected from the owners of private cattle farms. All other revenue comes under the
head aparthiva. In this classification, no attempt is made to distinguish direct and indirect
taxes, rents, taxes, fees and royalties, and tax the people even to maintain their religion and
this appears to be an innovation of Kautilya. The relative merit of direct and indirect taxation
was understood clearly in ancient time.

The revenue system is as old as the vedic polity. Even in the early vedic polity, we find
that the king was assisted by the Sabha and samiti. The king derived his revenue from the
contributions of his subjects known as Bali, at first voluntary bur afterwards developed into a
compulsory payment. Another source of revenue was tribute from the conquered communities.
When the king's revenue came to be derived from the agriculture produce, the specific rate
was one sixteenth and a contribution in cattle from the villages. With the growth of the theory
and principle of taxation, machinery of the revenue administration also developed ads we
find the mention of an officer called Samgrahittr in the Panchavinsa Brahman.

The Arthashastra is one of the world's oldest treaties on the economics administration of a
state. Kautilya divides the economic activity mainly three categories; they are (a) Agriculture,
(b) Cattle rearing and (c) Trade.

Kautilya was a supporter of the good economic system. He believes that, the King or Ruler
don't use the public revenue for their personal benefits and own enjoyment. He thinks that,
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the state should adopts lots of things to the taxation but also thinks that don't compelled high
rate and high burden of taxation on the people.

According to Kautilya, some linkage between the ability to pay (i.e. provision of a safety
net to the poor, old and the sick) and the benefit principle may be better than the current
approaches, which treat the ability to pay and the expenditure side of the taxation separately.

(2.6.2-9) purport to give a classified list of income sources, but this is a rather confusing
mixture of many things - revenue from Crown enterprises, taxes and tolls, services charges
and fines. Sometimes only the title of the Head of a Department is specified, perhaps to
indicate revenue resulting from his activities. Sometimes it is just a list: of different kinds of
forests, flowers or fruit or the list under the mines (gold, silver, diamonds etc.) How revenue
is obtained from these is not clearly spell out. Of the different lists in the eights verses, (2.6.2)
enumerating the types of revenue collected from within the fortified towns, and (2.6.3) those
collected from the countryside are the most extensive.

A number of miscellaneous sources of income, such as lost property, intestate property or
treasure trove, are listed in (2.6.20). Two identical verses describe three kinds of saving from
expenditure, which are to be counted as revenue.

Payments of fines by the citizens for failure to obey rules or codes of conduct and for
misdemeanours, crimes and other infractions of the law constituted a separate source. Such
fines are prescribed under almost every Head of Department for breaches of administrative
laws and regulations as well as under civil and criminal law. As mentioned earlier, the
punishment was often related to the loss suffered by the state.

For the purpose of state budgeting, it would clearly have been impossible to predict accurately
the collection from some sources. For example, there could have been no assurance of a
given quantum of revenue from people dying intestate or by the discovery of a treasure trove.
The amount of revenue collected from fines, as a proportion of total revenue, would also
have been difficult to estimate. The main aims of levying fines were to ensure the observance
of the laws and regulations of the state and to protect the corpus of revenue.

The state also levied a number of fees or charges for services rendered to the public -
issuing passports, providing ferry services or escorts for caravans, making standard weights
and measures and so on. In these cases, the aim was to recover the cost of providing the
services and not to augment revenue.

In ancient Kautilya's period, the government should earn lots of public revenue from
various sources. The government's main source of revenue is "INCOME FROM CROWN
PROPERTY". The state raised revenue from crown agriculture land both by direct cultivation
and by leasing out land to tenants. The crops grown on these lands (grains, beans and
lentils, oilseeds, sugarcane, textile fibres etc.) constituted a major part of the revenue and
were accounted for separately.

Crops grown on crown land (net revenue to state was equal to value of production less
expenditure on seeds, labour etc.) are direct cultivation. Leased Cultivation is Leased land
(State's share % or 4/5 if lessee provided only labour; % if lessee provided seeds and
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implements as well as labour).

The King also earn income from water rate to for taking water from water works built; 'one fifth
if lifted manually', 'one-forth if lifted by bullocks', 'one-third if lifted mechanically', 'one-forth for
taking water from natural reservoirs', or 'irrigated from rivers lakes, and tanks'.

"REVENUE FROM MINING AND METALLURGY" is another source of government income.
The wealth of state has its source in the mining and (metallurgical) industry; the power
of the state comes out of these resources. With (increased) wealth and a (power) army
more territory can be acquired, thereby further increasing the wealth of the state. And other
revenues are "REVENUE FROM ANIMAL HUSBANDRY","REVENUE FROM IRRIGATION
WORKS", "REVENUE FROM FORESTS".

In ancient Koutilya's period of time, the ruler receives his revenue from the "STATE-
CONTROLLED ACTIVITIES", (Manufacturing Industry - Textiles, Manufacturing Industry -
Salt).

The state revenue is collected from the duty on imported salt (1/6™) and countervailing duty
(equal to the sum of manufacturing charge, transaction tax and inspection fee, all levied on
locally produced salt); no country countervailing duty on non-edible salt.

"Manufacturing/Leisure Industry-Alcoholic Liquor" in the State undertaking revenue from
sale of alcoholic beverages made in state undertaking and sold in drinking places under the
control of the Chief Controller of Alcoholic Beverages, calculated by taking into account the
transaction tax, the countervailing duty and the sticking allowance.

Privately made product they should pay 5% of the quantity manufacturing as 'monopoly tax'.

The government levied the tax on "LEISURE ACTIVITY-SCOURTESAN, PROSTITUTES
AND ENTERTAINERS", 'Private Prostitutes' and 'Foreign Entertainers' paid 1/6™ of income
and 5 panas per show respectively of their regular income. Net income from courtesans'
establishments, for which the courtesans had to provide detailed accounts of payments
received, person making payment and net gain (payment less expenses).

Release money for courtesans paid 24,000 panas, courtesan's son paid 12,000 panas and
retired prostitutes not working in the kitchens etc paid 1 ¥4 panas p.m. of their 'Occasional
Income’'.

The King or government also imposed tax on "Leisure Activity - Betting and Gambling”, Chief
Controller of Gambling paid the 5% tax on winning prize to government.

3. Modern Income Taxation in Nepal

The history of taxation in Nepal dates back to antiquity. Nevertheless, the modern tax system
gained its momentum with the establishment of democracy, and implementation of the
first consolidated budget took place in 1951. Until the late 1950s, the two major sources of
revenues were land tax and tariff on foreign trade.

Economic development has been one of the fundamental necessities for Nepal. Achievements
of high rate of economic growth, reduction of income disparities and poverty and improvement
of living standard of people are some development strategies towards which most of the
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government efforts have been directed in developing countries.

The role of revenue in the development of a country is comparing the role of oxygen for the
existence of human body. In this context, a government needs to mobilize a lot of internal
resources to fulfil its responsibility towards its nation and people. In the developing country
like Nepal, there is a necessity for raising a larger volume of funds for the development and
administration expenses.

It is challenging task to collection of revenue which demands increasing necessity of regular/
recurrent expenditure in general and development/ capital expenditure in particular. However,
resource mobilization is very low compelling the development to rely heavily on foreign
assistance. Development/ capital expenditure has been dependent almost entirely on the
foreign aid. External assistance is uncertain, precarious, inconvenient and not conducive to
the healthy and overall development should there be heavy dependence onit. The foreign aids
are not bad for economic development of the nation per sec. But the experience of the most
of the developing countries shows that there are negative effects of increasing international
grants and loans to finance the public development activities. Thus, the government should
depend on its resources for own resources for generating revenue in order to finance these
regular and development.

The government of Nepal (FY 2073/74), increases the salaries of the government job holder
by 25% and reformulated the taxable income of a natural person on the basis of if assessed
as single or as couple.

Income tax rates for the Fiscal Year 2073/74
Taxable Income of a Natural Person

If Assessed as Single

Fiscal Year 2072/73 Fiscal Year 2073/74
Income Slab Rate of Tax Income Slab Rate of Tax

First Rs. 1% First Rs. 1%
250,000 350,000
Next Rs. 15% Next Rs. 15%
100,000 100,000

Above Rs. 25% Above Rs. 25%
350,000 450,000

If the taxable|40% additional tax on the tax|If the taxable|40% additional tax on the
i n c om elamount calculated under 25%|i n ¢ o m e|tax amount calculated
is above |slab above (applicable only in|is above|under 25% slab above
Rs.2,500,000 |the income above 2,500,000) |[Rs.2,500,000 |(applicable only in the
income above 2,500,000)
Provision of 10% exemption is made to female employees.




If Assessed as Couple
Fiscal Year 2072/73 Fiscal Year 2073/74
Income Slab Rate of Tax Income Slab Rate of Tax
First Rs, 1% First Rs. 1%
300,000 400,000
Next Rs. 15% Next Rs. 15%
100,000 100,000
Above Rs. 25% Above Rs. 25%
400,000 500,000
If the taxable |40% additional tax on the tax |If the taxable [40% additional tax on the
income amount calculated under 25% |income tax amount calculated
is above slab above (applicable only in |is above under 25% slab above
Rs.2,500,000 |the income above 2,500,000 |Rs.2,500,000 |(applicable only in the
income above 2,500,000)
Provision of 10% exemption to female is not made to married female employees.

Source: Red book 2016/17, Ministry of Finance.

The Government of Nepal has revised income tax slab to all Nepalese. According to the new
income tax slab announced raised of annual slab of income tax to Rs 350,000 for a single
person and to Rs 400,000 for a married couple.

Now, a single individual earning Rs 29,167 a month and a wedded couple winning Rs 33,333
a month won’t need to file income tax from the upcoming fiscal 2016-17 according to new
budget.

The existing individual income tax slab for a single person is Rs 250,000 and for a married
couple is Rs 300,000.

(a) Structure of the income tax revenue:
Table 1: Income Tax, Total Tax and Total Revenue, 1994/95 to 2014/15 (In Rs. 10 million)

Year Income Tax Revenue Total Tax Revenue Total Revenue
1994/95 271.18 1966.00 2460.51
1995/96 331.16 2166.80 2789.31
1996/97 396.90 2442.43 3037.35
1997/98 468.59 2593.98 3293.79
1998/99 585.07 2875.29 3725.13
1999/00 700.62 3315.21 4289.37
2000/01 865.01 3886.50 4889.38
2001/02 843.60 3933.06 5044.66
2002/03 881.18 4089.60 5453.89
2003/04 851.25 4817.30 6233.10

s



2004/05 940.24 5410.47 7012.27

2005/06 959.88 5743.04 7228.19

2006/07 1397.91 7112.67 8771.21

2007/08 1622.33 8515.55 10762.25
2008/09 2345.73 11705.19 14347.45
2009/10 3382.13 15978.53 17799.09
2010/M11 4135.03 17722.72 19837.59
2011/12 5130.30 21172.18 24437.32
2012/13 6418.67 25921.49 29602.11
2013/14 7561.36 31244.13 35662.00
2014/15 8616.56 35595.57 40586.64

Source: Ministry of Finance, Nepal.

The income tax revenue of the government on Nepal is increases continuously in every fiscal year.
Figure 1: Growth of income tax revenue, according to the above table 1.
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(b) Share of Income Tax Revenue on Total Tax Revenue
Table 2: Share of income tax revenue & total tax revenue 1993/94 to 2012/13 (In Rs 10 Million).

Year Income Tax Revenue Total Tax Revenue % of Income Tax Revenue
1993/94 | 182.25 1537.15 11.86
1994/95 | 271.18 1966.00 13.79
1995/96 | 331.16 2166.80 15.28
1996/97 | 396.90 2442 .43 16.25
1997/98 | 468.59 2593.98 18.06
1998/99 | 585.07 2875.29 20.35
1999/00 | 700.62 3315.21 21.13
2000/01 | 865.01 3886.50 22.26
2001/02 | 843.60 3933.06 21.45
2002/03 | 881.18 4089.60 21.55
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2003/04 | 851.25 4817.30 17.76
2004/05 | 940.24 5410.47 17.38
2005/06 | 959.88 5743.04 16.71
2006/07 | 1397.91 7112.67 19.65
2007/08 | 1622.33 8515.55 19.01
2008/09 | 2345.73 11705.19 20.04
2009/10 | 3382.13 15978.53 21.17
2010/11 | 4135.03 17722.72 23.33
2011/12 | 5130.30 21172.18 24.23
2012/13 | 6418.67 25921.49 24.76

Source: Ministry of Finance, Government of Nepal.
Figure 2: Share of income tax revenue and total tax revenue 1993/94 to 2012/13.

Share of Income Tax Revenue and Total Tax Revenue

18% Income
Tax Revenue

Source: Ministry of Finance, Government of Nepal.
(¢) Share of Income Tax Revenue and Total Revenue

Table 3: Share of income tax revenue and total revenue 1993/94 to 2012/13. (Rs in 10 million)

Year Income Tax Revenue Total Revenue | % of Income Tax Revenue
1993/94 182.25 1958.09 09.31
1994/95 271.18 2460.51 11.02
1995/96 331.16 2789.31 11.87
1996/97 396.90 3037.35 13.07
1997/98 468.59 3293.79 14.23
1998/99 585.07 3225.13 18.14
1999/00 700.62 4289.37 16.33
2000/01 865.01 4889.38 17.69
2001/02 843.60 5044.66 16.72
2002/03 881.18 5453.89 16.16
2003/04 851.25 6233.10 13.66
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2004/05 940.24 7012.27 13.41
2005/06 959.88 7228.19 13.28
2006/07 1397.91 8771.21 15.94
2007/08 1622.33 10762.25 15.07
2008/09 2345.73 14347.45 16.35
2009/10 3382.13 17799.09 19.00
2010/11 4135.03 19875.59 20.80
201112 5130.30 24437.32 20.99
2012/13 6418.67 29602.11 21.68

Source: Ministry of Finance. Government of Nepal.
Figure 3: Share of income and total revenue 1993/94 to 2012/13.

Share of Income Tax Revenue and Total Revenue

15% Income
Tax Revenue

Source: Ministry of Finance, Government of Nepal.

There are some problems of taxation in Nepal. The tax system of Nepal is suffering from
structural constraints with tremendous administrative and procedural complexities envisaged
in the existing Income Tax Act, which lacks simplicity and transparency. Tax payers are often
unknown about the specific size of tax they are to comply with, because tax is determined
arbitrarily between taxpayers and the tax officials resulting to hue corruption. The major
problems of taxation in Nepal are: (1) marginally high tax rates (2) limited tax base (3) low
tax elasticity (4) poor voluntary (5) leakage in tax collection (6) rigid and complex Income Tax
act, 2000 (7) no consolidated record of property (land and building) with the Internal Revenue
Department and (8) inefficient, indifferent and corrupt tax administration.

4. Implication of Kautilya's Income Tax in Nepal
The history of taxation in Nepal dates back to antiquity. Nevertheless, the modern tax system
gained its momentum with the establishment of democracy, and implementation of the first

consolidated budget took place in 1951. Government of Nepal introduces the various types
of taxation in present time, more or less which are also introduces in the time of Kautilya.
Book V of Kautilya's Arthashastra deals with what today termed as tax policy, complete with
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attendant rates of levy. Kautilya divides the economic activity mainly three categories; (a)
agriculture (b) cattle rearing (c) trade, which are also important in Nepalese tax context.

Kautilya was a supporter of the good economic system. He believes that, the King or Ruler
don't use the public revenue for their personal benefits and own enjoyment. He thinks that,
the state should adopts lots of things to the taxation but also thinks that don't compelled high
rate and high burden of taxation on the people.

According to Kautilya, some linkage between the ability to pay (i.e. provision of a safety net to
the poor, old and the sick) and the benefit principle may be better than the current approaches,
which treat the ability to pay and the expenditure side of the taxation separately.

A number of miscellaneous sources of income, such as lost property, intestate property or
treasure trove, are listed in (2.6.20). Two identical verses describe three kinds of saving from
expenditure, which are to be counted as revenue.

Payments of fines by the citizens for failure to obey rules or codes of conduct and for
misdemeanours, crimes and other infractions of the law constituted a separate source. Such
fines are prescribed under almost every Head of Department for breaches of administrative
laws and regulations as well as under civil and criminal law. As mentioned earlier, the
punishment was often related to the loss suffered by the state.

The state also levied a number of fees or charges for services rendered to the public -
issuing passports, providing ferry services or escorts for caravans, making standard weights
and measures and so on. In these cases, the aim was to recover the cost of providing the
services and not to augment revenue.

In Kautilya's time period, the state levied the tax on lots of things such as; crown property,
mining and metallurgy, Leisure Activity - Courtesans, Prostitutes and Entertainers, Betting
and Gambling etc. Which are always applicable in today's taxation of Nepal.

5. Conclusion and Recommendations

Kautilya implicitly suggests a linear income tax. He emphasizes fairness, stability of tax
structure, fiscal federalism, avoidance of heavy taxation, ensuring of tax compliance and
subsidies to encourage capital formation. The data shows that there is positive but not
proportionate relationship between income tax and total tax revenue as well as total revenue.
The income tax is more suitable in developed countries than the developing countries. In
developed countries like America, Australia, Canada, UK, etc. the share of income tax is 1 to
2 third of the total revenue. In the context of developing countries like Nepal, India, Malaysia,
etc. the share of income tax is nearly 20% of the total revenue. In Nepal, the share of income
tax revenue on total tax income revenue and total revenue is 18% and 15% respectively.
The tax reforms are necessary in Nepal to improving tax structure by designing appropriate
policy instruments. The reforms in taxation in Nepal consist of three types: (i) reforms in tax
laws and regulations, (ii) reforms in tax environment, and (iii) reforms in tax administration.
A generic guideline for general as well as specific reforms in taxation is given in following
points:

¢ General Reform ¢ Policy Reform ¢ Legislative Reform e Institutional reform
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