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CHAPTER  I 



CHAPTER - I 

PROLOGUE 

1.1 Conceptual Fra.evork 

Since the very beginninc of human civilization it has 

been a constant effort of human beings for the betterment of 

their lives. Ditferent macro-economic systems have been 

experimented and dlfferent adjustments made in national 

economic enterprises at different times. If the ancient 

civilization can be called the period for philosoph~rs, 

medieval period to be dedicated to the political systems, the 

modern era certainly for the science, technology and 

management. Whenever, the political system is in conflict 

with the development of science and technology, the political 

system itself became weaker. 

The collapse of former USSR is an evidence in itself. 

It has only added to the popularisation of open market regime 

where the role of a state in the economic activity has been 

minimised. State is now only given the role of a facilitator 

in a liberal democracy. 

I t is now also argued that the State in the 

facilitator's role shall bring fUrther development in the 

developed economy, but it is not true for the developing 

economies. Even a Keynesian economist shall advocate tor 

state intervention in a situation of acute underdevelopment 
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and stagflation. The grave problem of underdevelopment 

associated with poverty, does not permit a state of this 

region to playa role of a facilitator exclu5ively. The State 

has to assume more responsibility with regard to development 

planning.and upliftment of its people socially as well as 

economically. 

Foreign investment which once perceived as an extended 

hand of colonialism is now being seen as an extended hand of 

international cooperation, necessitated by the interdependency 

of the states of the world. Now it is seen as something to be 

promoted rather than prevented. 

In the reign of changed values and ethos, most of the 

developing economies today are opening up their economy and 

inviting foreign investment with open arm. A shift from red

tapism to a liberated open market for the active participation 

of foreign capital has been experienced. Even in the 

Communist China the only 'red' now is the carpet to welcome 

foreign investment. 

The majority of foreign investment ia now attracted by 

the deve I opi ng economy such as Chi na, India, Braz 11 , 

Argentina. Indonesia, Malaysia, South Korea and 8uch others. 

But countries with low economic profile does attract 

comparatively very low foreign investment. 

Among various factors influencing the flow of foreign 

investment directly or indirectly, a congenial legal frame 
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work is one having most significant direct impact on foreign 

i nves tment. Here the policies and laws essentially have to 

playa lead role in the transformation of social behaviour in 

general and economy in particular. 

In order to waJk hand in hand with the changed ethos of 

present century, Nepal, a poor land-locked nation, has also 

put its effort by way of providing liberali.ed market for the 

oporatlon of foreign investment in the country. In this 

context the continuation of distinct cultural identity of the 

state without endangering its 'mores' and 'ethos' Is going to 

be a difficult task. 

Despite of a number of problems due to ceo-political 

situation, Nepal has also quite a few positive factors which 

it can assure to the foreign investors, such as <a) political 

stability in terms of low levels of industrial disputes, (b) 

strategic location between the two most populous countries 

india and China, (c) trainable workforce, (d) low cost for 

infrastructure, (e) huge natural resources and <f) low wages. 

Till now the co.unty has been able to attract a low 

amount of foreign investment, despite all the efforts of the 

government •. Thus, for the maximisation of the benefit of the 

current global trend in investments a congenial legal system 

has to be ensured. This work tries to look into different 

aspects hidden behind the legal system which in one way or the 

other weakening the legal system itself. 
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In the juxtaposition of liberation and protection the 

main objective of this study is to examine and analyse the 

laws and policies related to foreign investment in order to 

see whether they are standing as a barrier or are they acting 

as a facilitator in the maximisation of foreign investment 

specially into the proper direction of the country's 

infrastructural developmental need. It has been the affort to 

identify the problems in the promotion of foreign investment 

within the country. It has also been the effort here to 

suggest recommendation for the mutual co-existence of domestic 

and foreign investments to cooperate each other for the growth 

of the nation. 

1.2 Focus of the Study 

The present study is broadly focussed on four issues: 

1.2.1 The I.portance of Foreign Invest.ent 

Nepal is one of the least developed countries in the 

world having a very low per capita income and Gross Domestic 

Product, poor technological base and scarce capital resource. 

But it has a wealth of manpower and unexplored natural 

resources. In th i s contex t fore i gn i nves tment assumes a 

significant role. How foreign investment is going to help 

Nepal? How Nepal has accepted foreign investment7 These are 

some main issues. 

4 



1.2.2 Do.estlc Polley and Laws on Foreign Invest.ent 

One of the various factors int luencing directly and 

that assumes crucial role, is the policy framework and legal 

framework of the host country, The government as a 

facilitator is supposed to provide an even playing field for 

the domestic as well as foreign investors. Another point of 

focus here is. how Nepal has formulated its pol icy and law 

with regard to the foreign investment? How far they have been 

successful in attracting foreign investment? 

1.2.3 The International Arrange.ents 

The emer g i ng concept of New I nterna tiona I Economi cOrder 

has placed the domestic economy in the threshold of 

global ization. What are those arrangements which Nepal has 

made till now in order to integrate itself with the world 

economy and what should be its efforts in this regard? These 

are some of the main focuses of the study. 

1.2.4 	 Proble.s faced by Govern.ent as well as Foreign 

Investor 

Number of prob I ems are faced by government and the 

foreign investor in the area of exploration so as to form a 

balanced approach between foreign investment and domestic 

industrialisation. What are those irritants causing ailment 

to the system and what are the areas where the government 
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shou I d concent ra te in order to have a ba I anced approach, is 

another prime concern of this study. 

1.3 "ethodology 

As the present study is the first of its kind on foreign 

investment in Nepal, the study is both exploratory and 

ana I yt i ca I. The sources of data collection is given below. 

1.3.1 Sources of Data 

Data and information necessary for the study were 

co 1 lected both from pr imary and secondary sources. The 

secondary information were collected from I ibrary research 

from various libraries situated in Kathmandu. 

The primary information were collected from open ended 

interviews with various government officials of MinistrY of 

Industries, Department ot Industries, Ministry of Law, Justice 

and Pari iamentary Affairs, various personnel from foreign 

i nves tment compan ies and I oca I i nves tors. Few numbers 0 f 

lawyers were also interviewed who are involved in the 

profession with regard to the foreign investment in Nepal. 

During his visit. the researcher found both kinds ot 

investors to be very enthusiastic whi Ie on the other hand 

government officials were reluctant to answer properly. 

6 




1.4 Organisation of the Study 

The present study is organised in five chapters. Ghapter 

introduces the work, Chapter II depicts the laws and policy 

of Nepal with regard to the foreign investment and technology 

transfer in Nepal. On the other hand, it also gives an idea 

on impor tance of it. Chapter 1 1 lis devoted to the 

international arrangements in order to expand the trade and 

commerce with other countr i es. That has also indirectly 

influenced the participation of foreign capital in domestio 

economy. Chapter 1 V a.na 1yses the prob I ems f aced by the 

country wi th regard to forei gn investment and techno 10iY 

transfer. The problems faced by government as well as the 

foreign investors are presented here. Factors that may cause 

damages in the balanced approach of the government. have been 

identified. Suggestions have been ma.de for legislative 

intervention to mitigate the foreseeable problems. Chapter V 

is completely devoted to the conclusion and recommendation. 
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CHAPTER - II 

FOREIGN INVESTMENT AND LEGAL FRAMEWORK 

2.1 Introduction 

A sound economy is a sine qua non for the social 

upliftment of a people and of course, a sound economic policy 

has a direct bear i ng on the preva iii ng I ega I frame-work. 

Economic policy and economic activities are directly rolated 

to the legal frame-work and vice versa. Hence, the importance 

of law in relation to economio development cannot be over 

emphasized. 

A sound economic base needs a congenial legal atmosphere 

as importantly as that of technical man-power. natural 

resources and sufficient capital. In a country competent with 

all these factors. economic development can be expected to be 

impressive. But. it is a matter of fact that no country in 

the world today is self suffioient. Hence, every country is 

in one or the other way dependent on other countries for their 

requi rements. The deve 1opi ng countr i es are seen to have a 

non-congenial legal environment to mobilise its available 

capital or to attract foreign capital or even for export 

trade. 

The role of foreign capital. is increasing day by day. 

The invention of new technologies and exploration of new 

mar kat i ng and management ideas have. no doubt. created a 
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favourable cond i t i on for interdependence whereby fore i gn 

investment, transfer ot technology and other related factors 

of economic development receive the required primacy. Foreign 

capital has helped poor developing countries to have accass to 

technology for exploring their natural resources. The inflow 

of foreign capital has also enhanced the economic status of 

the people by way of employment generation and aiding 

product i on of impor t subst i tut i on goods, and Dxpor t trade. 

The building of infrastructure is a basic requirement for 

economic development and foriegn investment has been found to 

playa vital role. 

Foreign investment is one of the devices by which a 

country, especially a developing one gets the capital from 

some other developed countries and in case ot transfer of 

technology, acquires the technology for rapid 

industrialisation. 1 

It is not a new phenomenon. In the nineteenth century 

direct foreign investment played a prominent role in financing 

the economic development, particularly of what were than 

cal led the "newly settled regions", such as USA, Canada etc. 

Direct investment was also made by European countries in their 

colonies particularly in the area of transportation. such as 

Chitrakar R. Forei gn I nveS t"ment and Technology 
Transfer in Developing Countries. Avebury 1994, 
p.l1. 
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railways, and extractive industries. such as mines which could 

supply raw materials to their home industries. 2 

Before the first world war, there was tremendous flow of 

foreign capital to the needy countries from rich countrios 

like UK. Germany and France, and for obtaining key raw 

materials from abroad and the lure for fabulous profits 

enabled by legal and economic superiority of those countries. 

However, during the inter-war period, the outflow declined 

considerably on account of unsettled political and economic 

conditions. Added to this was the great depression of 1930's, 

which created balance of payment problems resulting in 

exchange control and exchange restrictions. But, after the 

second world war there has been a significant revival in the 

flow of foreign capital. 3 

In the present context, direct foreign investment has 

been welcomed by developing countries as a vohicle for 

transferring various managerial resources. Apart from 

supp I ement i ng scarce domes tic capi ta I for i nves tment and 

increasing foreign exchange resources, such investments are 

expected to bring with them advanced technology, modern 

management skills and access to new external markets. 

2 Rangarajan, nHaximising Foreign Investment", in Uma 
Kapila ed. Recent Development in Indian Economy, 
Va 1. 4 Part II, pp.59, ee, Academic Foundation, 
De I hi. 1994. 

# 

3 Herrick and Kindelberger, Economic Development, 
McGraw Hill Book Company, 1983, p.486. 
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The intense academic debate regarding the effects of 

direct foreign investment has drawn attention to several 

imperfections and deleterious effects such as capital 

intenSity of such investment, inappropriate and obsolete 

technology, possible adverse effects ot income distribution, 

transfer pricing and the negative contribution that such 

investment makes to the balance of payments. The proponents 

of foreign investments, on the other hand, have highl ighted 

the beneficial effects in terms of encouragement to the 

development of technology, managerial expertise, integration 

with the world economy, export and higher growth.' 

It is true that the foreign capital becomes necessary 

when the domestic capital for the purposes of economic growth 

becomes inadequate. S It has also been the focus of argument 

that the potential savings may come forward only at a higher 

level of economic activity and foreign capital helps in 

speeding up economic activities,S 

r1any countries in the past have expressed some 

reservations regarding foreign investment. They have 

expressed tears about the adverse impact on domestic 

entrepreneurship, profit manipulation through transfer pricing 

and interference in politics. 

4 Supra note 1, p.20. 

Datt and Sundaram, Indian Economy, S.Chand f~ Co .• 
196B, p.266. 

6 Ibid p.270. 
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In ,.o.nt yaars, torelgn private investment seems to have 

contributed enormously to the growth ot Asian semi

industrIal ized countrleg like Thailand~ MalayS1a and 

singapore. 1 However, there are also examples particularly 

from Latin America and Africa, where the contribution of 

foreign investment has not been so benign. 8 

Nothing in the world is "a bed of roses". Adverse 

effects can be found in every aspect of human I ife and is 

equally true with foreign investments. However, the pursuit 

ot appropr1ate domestic policies and domestic legal framework 

9 can reduce such adverse ettects.

Development planning requires the government to influence 

the performance of foreign private investment, but in doing 

this, government should exploit fully the potential of the 

investment and should devise policies that will moet the 

mutua I i nteres ts of pI' i va te i nves tor and the has t country. 

This calls for a more intensive analysis of consequences of 

foreign private investment and for more thought and ingenuity 

in devising approaches that favour the mobilization of foreign 

private capital whi Ie ensuring its most effective "planned 

performance" in terms of the recipient country's development 

lOprogramme. 

7 Mier, Leading Issues in Economic Development, 6th 
Edition, Oxford University Press 1995, p.243. 

8 Ibid p.250. 

9 Supra note 2. 

10 Supra note 7. 
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At present the policies adopted by the developing 

countries reveal a mixed picture of restrictions and 

incentives. On the one hand. the foreign investors' freedom 

of action may be restricted by variety of governmental 

regulations that exclude foreign private invostments from 

certain "key" sectors of the economy. impose limitations on 

the extent of foreign par ti ci pat ion in ownership or 

management. specify conditions for employment of foreign and 

domestic labour, limit the amount of prof1ts and impose 

exchange controls on the remittance of profits and 

repatriation of capital. 

A progressive liberalisation of policies towards foreign 

pr iva te cap ita I has occurred dur i ng recent years. Many 

countries now recognize that an inflow of private capital may 

offer some special advantages over public capital and a number 

of incentive measures have been recently adopted or are under 

consideration. These incentive devices include assistance 1n 

securing information on investment opportunities. the 

provision of supplementary finance, the establishment of 

economic overhead tacilities such as industrial estates. 

protective tariffs on commodities that compete with those 

produced by foreign investors. exemption from import duties on 

necessary equipments and materials, the granting of exchange 

guarantees or privi leges, tax concession schemes for the 

encouragement of desired new investments and special 

legislations for the protection of foreign investment. 
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2.2 Foreign Investment in Nepal 

Nepal is one ot the least developed countries in the 

world. It is a land-locked country sandwiched between two 

ASIan giants China and India. The Eastern Western and 

Southern part is surrounded by India and the North by China. 

The population ot Nepal by 1987 was 18 Million and the 

11population growth per annum 1S 2.6 percent. The economy is 

pr imar i I y based on agr i cu I ture wh i ch accounts f or about 59 

percent ot GDP and 91 percent ot the population virtually rely 

on agr1culture. 12 Agriculture also contributes more than 60 

percent of total export earnings and 60 percent of overall 

- I 13industria I raw ma t er1a • 

The process of industrial isation in Nepal began only 

after the country opened its borders to the outside world in 

1951. 14 The first rudimentary industries of the country were 

in agro-processing, followed by construction materials and 

import substitute industries like beverages, cigarettes, 

t ext i 1e s • a g ric u I t u ret0 0 Is, fur nit u r e , etc. 15 

11 Statistical 
1991. 

Diary, HMG Central Bureau of Statistics 

12 Economic Survey 1993/94, 
Kathmandu, Nepal. 

Ht1G Ministry of Finance, 

13 Ibid. 

14 Before 1950 
Rana Regime. 

the country was ruled by autocratic 

15 Supra note 1, p.33. 
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Nepa) started programme~ of planned economic development 

in 1956 with the launching of its first five year plan. Since 

then it has gone through seven development plans and the 

eighth plan (1992-97) is now being implemented since mid July 

1992. 

The emphasls on encouraging and activating the private 

sector including the foreign investment emerged in Nepal only 

since the Sixth Plan (1980-85).16 In 1961. for the first 

time, an Act relating to foreign investment and technology 

transfer was promulgated which laid down the laws governing 

foreign investment and the applicable rules and r~gulations. 

Subsequently, the Industrial Po I icy Statement, 1967, 

identified foreign investment promotion as an important 

strategy in achieving the objectives of increasing industrial 

production to meet the baS1C needs of lha people, creating 

opportunities tor employment and improving the balance ot 

i1payment through increased import substitution and export. 

The Industrial Policy ot 1987 permitted the foreign 

investment in medium and large scale industries. iS The 

medlum scale lndustries were allowed to receive the foreign 

capital in equity investment of not more than 60 percent of 

the equity while 100 per cent foreign investment was allowed 

16 Chitrakar, Foreign investment in Nepal, Centre for 
tconomlc Development and Administration, Tribhuvan 
UniverSity, Kathmandu, Nepal. 1966. p.~. 

11 industrial Policy 1867, HMG Ministry of 
Industries, Kathmandu, Nepal. 

16 Ibid. 
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1n large scale lndustries which have export of at least 90 per 

cent of thelr products}9 The large scale industries other 

than '90 percent export' industries, were restricted to 

recelve 80 percent foreign capital in equity. Only, when 20 

per cent of the shares reserved tor Nepalese entrepreneur 

could not be sold, the toreign investors were allowed to 

subscribe for the remaining shares. W Assurance against 

nationalizatlon was guaranteed except in very special 

circumstances ot national interest or defence. A provision 

tor just compensation in case ot national isation was also 

envlsaged in the Act. 21 

Along wlth the wave of economic liberalization in the 

world, Nepal eKperienced the dawn ot democracy in which the 

first democratically elected government real ised that the 

target of economic progress together with upliftment of the 

economic status of the people cannot be achieved unless the 

economy was made a liberal and transparent one.~ Therefore. 

as its first step to fulfill its political commitment, various 

measures were taken in order to make the economy congenial 

with the liberalized trend. Further, various amendments to 

laws including the reformulation of the industrial policy, 

foreign investment policy. trade policy and fiscal policy were 

19 Supra note 16. 

20 Ibid 

21 Sec.11 IndustrIal Enterprises Act 18t35, HMG 
Ministry of Law, Justice and Parliamentary Affairs, 
Kathmandu, Nepal. 

~ See for details, Budget speech of the Fiscal Year 
1991-92, HMG Ministry of Flnance, Kathmandu, Nepal. 
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adopted gradually. The participation at the private sector 

was given a priority and the process of privatization of 

public enterprises was started and accelerated. 23 

The new industrial pol icy emphasized on simpl ification of 

procedures, transparency in implementation and improvement in 

product i v i ty through the upgrada t i on of techni ca I know-how and 

efficiency of the industries in ordor lo compete in the free 

and competitive world market with minimum adverse effects on 

env ironment. 24 

The fo 11 owi ng po 1 icy and procedura 1 improvements have 

been introduced in order to attract investment in the 

industrial sector from both domestic as well as foreign 

investors. 

1. Ownershi p 

ForeIgn investors are allowed to invest up to hundred 

percent in equity~ shares in medium and large scale 

industrIes, the only limitation being that forelgn investment 

projects must have an investment of more than Rs.20,OOO,OOO 

m(Approximately US S 400,000) in fixed assets. 

23 Eighth Plan ( 18~2-97) HMG National Planning 
Commission, Kathmandu, Nepal, 1992. p.l. 

24 Ibid 


25 
 Industrial Pol icy 1992, HMG Ministry of Finance, 
Kathmandu, Nepal. 

26 Sec.4 Fore 1 gn I nvestment and Techno logy Transfer 
Act 1992, HMG Ministry of Law, Justice and 
ParliamentarY Affairs. Kathmandu. Nepal. 
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2. Areas Open 

As industrial isation in Nepal is very low. it was of 

prime importance to establish as many industrial units as 

possible. To attract more foreign investments. that too in 

a wide spectrum, foreign investment was allowed in almost all 

areas except defence related industries and production of 

cigarette, bldlS, and liquor for domestic consumption. 27 

3. Transfer of Technology 

Transfer ot technology has been accorded prime importance 

and it has been made possible even in cottaie and small scale 

industries but cottage and small-scale industries are kept 

away from foreign investment in equity.~ 

4. Nationalization 

Nationalization ot industries has been seen as the prime 

cause of re I uctance of tore i gn Investor s to invest ina 

developing country. His Majesty's Government of Nepal has 

emphatically stated in its policy documents and also 

stipulated in the relevant Act that the industrial units will 

not be nationalised.~ 

27 Sec. 3l4) Ibid. 


26 
 Supra note 26. 


29 
 Sec.21, Industrial Enterprises Act, 1992, HMG 
Ministry of Law, Justice and Parliamentary Affairs, 
Kathmandu, Nepal. 
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5. Import of Machinery and Raw Matorials 

Import of machinery and raw materials has been 

Simplified. Recommendation or import licenses from the 

Depar tment of Indus tr i es. Depar tment of Commerce and Nepa I 

Has tra Bank are no more neces sary now. The industry can 

direct I y approach any cammer ci a 1 bank to open a let ter of 

credit for the import of machinery and raw materials for 

industrial purposes.~ 

6. Approval Procedure 

There are 32 types of indus tr i es whi ch ar e ca tegor i sed as 

affecting security. environment and public health. 3l Except 

these industries. other industrial activities do not require 

any licence for establishment and operation. They are just 

required to be registered with the concerned Department. 

7. Repatriation of Profits 

Another best way to attract foreign investors was to make 

the repatriation of profits easier. The repatriation of 

profits, technical and managerial fees and a portion of 

30 Manual for Foreign Investment. HMG Ministry of 
Industries. Kathmandu, Nepal. 

31 See Annexure 2 of Industrial Enterprises Act. 1982. 
HMG Ministry of Law, Justice and Parliamentary 
Affairs. Kathmandu. Nepal. 
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salaries of foreign experts have all been guaranteed. 32 The 

income tax on royalties, fees and interests have been fixed at 

15 percent. 33 

8. VISA Arrangement 

In order to make access easier to a foreign investor, 

Visa including non-tourists visa for carrying out studies for 

investment, non-tourist visa for experts and business visa and 

residential visa for foreign investors have been provided 

for. 34 

2.3 POLICY AND LAWS RELATING TO FOREIGN INVESTHENT IN NEPAL 

It has already been mentioned that the prevailing legal 

a tmosphere has a direct bear i ng on the f low of fore i gn 

i nves tment. 35 The developing countries in the world today 

are in the process of making their legal atmosphere congenial 

to attract more foreign capital. As the economic trend of the 

world is changing towards more liberalised economies, the 

protectionism is being gradually withdrawn. 

32 Sec.5 Foreign Investment and Technology Transfer 
Act 1892, HMG Ministry of Law, Justice and 
Parliamentary Affairs, Kathmandu, Nepal. 

33 Ibid. 

34 Sec.6 Ibid. 

35 Supra note 7. 
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Nepal is no exception; it has to work hand In hand with 

the liberalised trend. Foreign investment has been seen in 

Nepal as a vehiole to obtain aooess to desirable teohnology, 

import substitution and expansion of export markets, higher 

management sk 11 Is and an inorease in employment 

opportunities. 36 Therefore, the legal atmosphere of Nepal is 

being made favourable and congenial to attract more and more 

foreign investments. At this moment, the oountry is trying to 

at tract more fore i gn investment ra ther than assass i ng and 

evaluating the impact of such investment. 37 The country's 

endeavour In order to create favourable atmosphere is 

retlected in the Industrial Polioy 1892, Foreign Investment 

and 'Une Window' Policy. 1992. Foreign Investment and 

Technology Transfer Act. 1892, and the Industrial Enterprises 

Act. 1992. 

The constitution promulgated soon after the restoration 

of democracy reflected the common aspiration of the general 

publ ic of Nepal regarding their social. economic and pol iticilP-1 

upliftment as well as stability and justice. 36 The 

constitution itself has paved the way for foreign investment 

in Nepal to enhance the standard of I iving of the people by 

39providing ample opportunities for employment. 

36 Foreign Investment and One Window Policy, 1992. HMG 
Min1stry of Industries, Kathmandu. Nepal. 

37 Supra note 16. p.25. 

36 Preamble of Constitution of the Kingdom of Nepal 
1990, HMG Ministry of Law, Justice and 
Parliamentary Affairs, Kathmandu, Nepal. 

39 Art 26(10) Ibid. 
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2.3.1 Constitutional Com.itments 

The Constitution at the Kingdom at Nepal commits that the 

securing of social, political and economic justice to the 

people at Nepal is the inspirational objective behind the 

promulgatIon of the New Can s t1 t utI on. 40 Though, not 

entorceable In the Court, the fundamental economic objective 

at the state has been enshrined in the Directive Principles of 

State POlICY as the transformation of the national economy 

into an Independent and self rellant system. U The 

prosperity at the country h."s also beE:f1l gIven paramount 

emphasis. In order to attain this the Constitution commits to 

pursue 151. polICY of giVIng priority to the development of 

science and technology.U Again for the development of the 

Nation it commits to pursue a policy of taking moasures for 

the attraction of foreign capital and technology.43 It also 

promises to give due consideration to the development of local 

techno logy and promo t i on of i nd i genous i nves tments. 44 And. 

the foreign investment is seen in Nepal as something to be 

promoted rather than prevented. 

40 Preamble Ibid. 

41 

42 

43 

44 

Art 25(2) Ibid. 

Art 26tl1) Ibid. 

Art 26(12) Ibid. 

Ibid. 
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2.3.2 Property Right in tllP. Constitution 

The constitution of the kingdom of Nepal ensures the 

['ight 01 a I I citi;:';cn to (3cquirc, own, 5el and otherwise 

dispose of property45 but this right is subject to the 

existing laws. 46 Hence, 1 t is now a freedom of a citi;:en to 

acquire or otherwise the property. The property right has 

been placed under the tundamental rights. But Art 17(2) 

provides that no property ot any national can be request10ned, 

acquired or subjected to any encumbrances on, by the state 

except in the public interest. Art 17(3) states that the 

basis and procedures for payment of compensation for property 

requisitioned, acquired or encumbered by the state 1n the 

publ1c inte['est shall be as prescribed by the law. The 

constitution protects the right of the nationals regarding 

their property but makes it subject to the demands ot public 

interest. This can be said to be unexceptionable. 

Rule ot law has been given paramount importance in the 

constitution. Art 73 expresses its promise that there shal I 

be no levy and collection ot any tax except in accordance with 

law. Simultaneously, raising of loans or giving ot 

7guarantees· are also kept under law, in the absence of which 

the government cannot do so. The government is under the full 

.5 Art 17 ( 1) Ibid. 

46 Ibid 


47 
 Art 73t2) I bid. 
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obligation to protect the economic rights of the nationals and 

pay tul I respect to the rule of law. 

2.3.3. Industrial Enterprises Act 1992 

As lndustries are considered to be the backbone of the 

economy, the proper functioning of industries is the most 

essential factor to strengthen the economy. Nepal, being a 

developing country, has glven emphasis on the development of 

indus tI" i es which stands ref lected in the Industrial 

Enterprises Act, 1882. In order to foster the industrial 

development along with the prioritization of industries 

according to the development planning requiremsilts a host of 

incentives and concessions have been envisaged in the Act. 

The Industrial Promotion Board is another step with regard to 

the promotion of industrial activities in the economic 

development of the country. With a view to providing all the 

necessary assistance through a single channel which would 

reduce unnecessary hassels to the investor, domestic as well 

as foreign, a one window committee has been establ ished 

pursuant to this Act. The foreign investment industries are 

provided all the facilities which are enjoYed by the domestic 

industries without any sort of discriminatory treatment. 

The preamble of the Act affirms the purpose of the Act as 

making arrangements for the fostering of industrial 

enterprises in a competitive manner through increments in 

productivity by making the environment of industrial 

investment more congenial, straightforward and encouraging. 
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Main Features of the Act 

1. Categorisation of lndustriesU 

The industries In Nepal are categorized into four: 

(a) Cottage industries: 

The traditional industries utilizing local or skill raw 

materials and resources and which are labour intensive and 

related to national tradition. art and culture are named as 

cottage industries. 

(b) Small Industries: 

Industries with fixed assets of up to an amount of ten 

million rupees are named as sma} I industries. 

(c) Medium Industries: 

Industries with fixed assets between ten and fifty 

million rupees are named as medium industries. 

(d) Large Industries: 

Industries with a fixed asset ot more than fifty million 

rupees are named as large industries. 

5ec.4,5.6 & 7, Industrial Enterprises Act. 1992, 
HMG Ministry of Law, Justice and Parliamentary 
Affairs, Kathmandu. Nepal. 
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2. ClassificatIon of Industrles~ 

According to the stratum of operation the industries are 

classified as fol lows: 

(a) Manufacturing Industries: 

Industries which produce goods by utilizing or processing 

raw materials, semi-processed raw materials, by-products or 

waste products or any other goods are termed as manufacturing 

industrles. 

(b) Energy based Industries: 

Industries generating energy from water resources, wind, 

solar, coal, natural oi I, gas, bio-gas or any other sources 

are classified as Energy based Industries. 

(c) Agro and forest-based Industries: 

Industries mainly based on agriculture or forest products 

such as integrated sericulture and sllk production. 

horticulture and fruit processing. animal husbandry, dairy 

industry, poultry farming, fishery, tea gardening and 

proceSSing, coffee farming and processing. herbiculture and 

herb processing, vegetable seed farming, bee-keeping. honey 

production, rubber farmlng, floriculture and production and 

forestry related business such as lease-hold forests, agro

49 5ec.3, Ibid. 

26 

-------------~-...--.~...--.--.. ~~-



forestry, etc., are categorised under the head of Agro and 

Forest-based industries. 

(d) Mineral Industries: 

IndustrIes working for mineral excavation or processing 

thereof are categorised as mIneral industries. 

<e') Tourism Industries: 

The business ot tourist lodging. hotel, restaurant. 

resort. travel agency, skiing. gliding, water rafting, cable 

car complex, pony trekking, hot air ballooning, parasai 1 ing, 

golf course, polo, horse riding, etc., are categorised under 

tourism industries. 

<f) Service Industries: 

Workshops, prIntIng presses, consultancy services. 

ginning and bailIng bUSinesses, Cinematography, construction 

bUSIness, pub I i c transportatIon bUSiness, photography, 

hospitals, nursing homes, educational and training 

institutions, laboratories, air services, cold storages etc., 

are classified as servIce industries. 

<g) Construction Industries: 

The business related to roads, br1dges, ropeways, 

railways, trolley bus, tunnels, tlying bridges and industrial, 

27 

--~~~~.... - ...---~.~~ ---------~....--....- ... -.----



----

commercial and residential complex construction and operation 

are termed as construction industries. 

3. Establishment of Industrial Pro.otton Board50 

To render necessary cooperation in formulating and 

Implementing policIes, laws and regulations pertainIng to the 

industrialisat10n of the country and to provide guidelines in 

attaining the objectIves of liberal, open and competitive 

economic policies pursued by the country so as to make the 

lndustrial sector competitive, the Act has provided for an 

Industrial Promotion Briard which will maintain coordination 

between policy and implementation of industrial policy. 1 t 

also is vested with the power to give directives to the 

concerned body in the event of the non-furnishing to the 

industries of the facilities accorded by the Act. 

Consti tution of the Board51 

The following are the members of the board: 

a) Minister or Minister of State for Industries - Chairman. 

b) Assistant Minister for Industries - Member. 

c) Member <Industries) 

National Planning Commission - Member. 

d) Governor, Nepal Rastra Bank - Member. 

e) Secretary, Ministry of lndustries - Member. 

50 Sec.12, Ibid. 

51 Ibid. 
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f) Secretary, Ministry of Commerce - Member. 

s) Secretary, Ministry of Finance - Member. 

h) Secretary, Ministry of Tourism - Member. 

i) Director General. Department of Cottage 

and Smal I lndustrles - Member. 

j) Representative, Federation of Nepal Chambers 

of Commerce and Industries - Member. 

k) 	 Two persons nominated by His Majesty's Government, 

either from among the industry Commerce and Tourism 

Sector organisations or from among persons of high 

distinction in the same field - Members. 

I) 	 Director General, Department ot Industries - Member. 

4. 	 Setting up of One Window Com.Ittee. 52 

A one window Committee has been set up by the Act, in 

order to make avai lable in time from a single place the 

facilities and concessions to be enjoyed by any industry, and 

to perform the other functions as may be delegated by the 

Board. 

Constitution of the Com.Ittee~ 

The One-Window Commlttee consists of the following 

members: 

52 Sec 	17 Ibid. 

53 Ibid. 
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a. 	 Director General, Dept. of Industries - Coordinator. 

b. 	 Director General, Dept. of Customs - Member. 

c. 	 Director General. Dept. of E~clse Duty - Member. 

d. 	 Director General, Dept. ot Tax - Member. 

e. 	 Director General, Dept. of Sales Tax - Member. 

f. 	 Director General, Dept. ot Commerce - Member. 

g. 	 Chief Controller, Nepal Rastra Bank - Member. 

h. 	 Representative, Federation of Nepal Chambers of Commerce 

and Industrles - Member. 

1. 	 One expert in the tield of Industry and Commerce as 

designated by HlS Majesty's Government or one 

representative trom the Federation ot Chambers of 

Commerce and Industrles - Member. 

5. SPECIFICATION OF FACILITIES AND INCENTIVES~ 

Industries established with foreign investment in the 

torm of joint ventures or wholly foreign owned units are 

entitled to get all the facilities and incentives stipulated 

in the Act. The facilities and incentives available to the 

industries. which is applicable to domestic industries also, 

are as tallows: 

Income Tax Exemption: 

Manutacturing industries (except cigarette, bid i • 

alcohol. beer, vegetable ghee, plastic and electronic 

assembling), energy based, agro and forest based (except saw 

54 Sec.15 Ibid. 
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mill and catechu) and mining industries are entitled to income 

tax exemption tor a period of 5 years from the date of 

commercial production by the industry.~ The industries 

classified under national priority are entitled to an income 

tax exemption tor an addi tional two years. 56 The agro and 

forest based industries fal ling under the national priority 

list are entitled to an lncome tax exemption57 for an 

additional 5 years. But if the Industry does not fall under 

the national priority and utilizes 90 per cent or more 

Nepalese raw material, it is entitled to an additional 2 years 

56of income tax exemption, after the expiration of 5 years. 

If a single industry provides direct employment to 600 or more 

people, it is granted an additional 2 years of income tax 

ex em p t ion. 59 The dividends earned out of investment in ·any 

60industry is not subjected to any income tax. Similarly no 

Income tax is levied on the profits earned through export,51 

Income Tax Reduction 

Industries are entitled to a reduction in the tax rate 

on each income tax slab or corporate tax by 5 po 1 nts. 62 

5S Sec 15<b) Ibid. 

56 Sec 15<c) Ibid. 

57 Ibid. 

56 Sec. 15<d) Ibid. 

59 Sec 15(r) Ibid. 

60 Sec 15<'0) 1bid. 

61 Sec 15l t) 1bid. 

62 Sec 15 (e) Ibid. 
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The Act provides for income tax rebate of 60, 50, 20 and 

10 per cent for the industries other than cigarette, bidi. 

al~ohol which have beer established and operating in remote, 

undeveloped, and less developed areas respect i ve I y. 63 

Industries are al lowed to calculate the depreciation on fixed 

assets by adding one-third rate of depreciation al lowed under 

the e XIS t 1 n gincometa x I a w s • 64 Industries established as a 

public limited company with a minimum of 15 per cent of shares 

distributed to 100 persons and listed in the stock exchange 

are entitled to a reduction of additional 5 polnl!3 in the 

corporate tax.~ If any industry diversifies itself by 

reinvestment in the same or any other industry, or expands its 

installed capacity by 25 per cent or more, modernizes its 

technology or develops ancillary industries, it is entitled to 

a deduction of 40 per cent of the neW additional fixed assets 

from its taxable income.- Industries are also entitled to 

a reduction of up to 50 per cent from the taxable income for 

the investment on pollution control process or equipment. 61 

Industries are allowed to capitalize the pre-operation costs 

incurred by the industry for sk i I I development and 

training. 66 

63 Sec 15(f) Ibid. 


64 
 Sec 15(h) Ibid. 


65 
 Sec 15 ( i ) Ibid. 


66 
 Sec 15(j) Ibid. 

61 Sec 15(k) Ibid. 


66 
 Sec 15 ( I ) Ibid. 
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After an industry comes into oporation, 10 per cent of 

the gross prof i tis a I lowed to be deducted aga i ns t taxab I e 

income on account of expenditure related to technology, 

product development and efficiency improvement. 69 Upto 

pe r cent 0 f gros s income spent tor adve r t i sement of the 

products, promotional services, hospitality and any other 

similar expenses are al lowed to be deducted while assessing 

taxable income. ro 

Duty Drawback 

Any duty or taxes levied on the raw materials, auxiliary 

raw mate ria 1s, and such duty or taxes lev i ed on product ion 

materials of exportable industrIal materials produced by 

industries producing intermediate goods are entitled to get 

refund ot these duties and taxes, based on the quantity of 

export. 71 The duty draw-back facility is also granted to the 

industry which sells its products within the Kingdom of Nepal 

in convertible foreign currency.72 

Export Processing Zone Facility 

Although Nepal does not have an established Export 

Processing Zone (EPZ), any industry exporting 90 per cent or 

more of its products are entitled to enjoy the facilities as 

69 Sec 15<n) Ibid. 

70 Sec 15(q) Ibid. 

71 Sec 15(x) Ibid. 

72 Sec 15(w) Ibid. 
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if they are established in the EPZ. No tax ~ duty or fee is 

levied on the machinery, tools and raw materials utilized by 

industry and on the exportable products. 13 

2.3.4 FOREIGN INVESTMENT AND TECHNOLOGY TRANSFER ACT, 1992. 

The foreign investment and one window policy which has 

been reformulated after the promulgation of democratic 

government in Nepal is reflected in the Foreign Investment and 

Technology Transfer Act, 1992. The policy document states as 

its objectlve to build a strong and dynamlc economy by 

generating additional opportunlties for income and employment 

through expandlng productive activities. 14 I n order to 

increase productlvity, it lays emph~sis on the importation of 

foreign capital, modern technologies, management and technical 

skills, by which enhancement in the competitiveness of 

Nepalese industries in international markets have been sought 

to be achieved.~ 

MThe foreign investment is defined as:

1. investment in Share (Equity), 

2. reinvestment of the earnings derived from the 

investment in shares, and 

13 Sec 16(c) Ibid. 

14 Supra note 36. 

15 Ibid 

16 Sec 2(b) Foreign Investment and Technology Transfer 
Act 1992, HMG f'1inistry of Law, Justice and 
Parliamentary Affairs, Kathmandu, Nepal. 
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3. 	 investment made in the tor'm ot loan or loan 


facilities, in any industry. 


The Act defilles 'Technology Transfer' as any transfer of 

technology to be made under an agreement between an industry 

11and 	 a foreign investor on the following matters:

1. 	 use ot any technological right, specialization tormula, 

process, patent or technical know-how of toreign origin; 

2. 	 use ot any' trademark ot toreq~n origin; or 

3. 	 acquiring any foreign technical, consultancy, management 

and marketing services. 

78The Act defines a foreign invostors as any 

foreign individual, firm, company or corporate body involved 

in foreign investment or technology transfer including foreign 

government or internatIonal agency. 

Foreign investors may invest their part of equity 

capital either in the torm of convertible foreign currency 

acceptable to Nepal Rastra Bank, the Central Bank of Nepal 

through proper banking channels, or in the form of plant 

machinery and equipment required for the approved industry. 

But 	 Indian natIonals can lnvest in Indian currency through 

proper banking channels. 

77 Sec 2(c) Ibid. 


78 
 Sec 2(d) Ibid. 
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Equity Investment in Cash 

The investment must be brought inside the country only 

after obtaining the approval of investment from the Department 

of Industries. It is also necessary that the investment of 

the fore i gn i nves tor is brought ins i de the count ry through 

proper banking channel. Such documentary proof of bringing of 

investment must be maintained as it 15 required to be produced 

a t the tim e 0 t repa t ria t Ion. 79 

Equity investment in Kind 

A clear stipulation in a Joint Venture Agreement (JVA) 

is required if the investment is to be in terms of plant, 

machinery and equipment. However, approval of the Department 

of Industry must be obtained prior to the shipment of 

machinery. For such approval, the company or the industry 

must submit to the Department the detailed invoice of 

machinery indicating quantity and price of each individual 

equipment from the original manufacturer. If such machinery 

or equipment is second hand, a valuation certificate of 

guarantee by an independent surveyor must be attached. OO 

79 Procedural Manual for Foreign Investment in Nepal. 
HMG Department of Industries 1994, pp.28, 30. 

60 Ibid 
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Loan Investment in Cash: 

The agreement between the Nepalese party and the foreign 

party should, in order to obtain foreign investment in the 

form of loan, state the terms and conditions including 

amortization schedule and interest. Approval of the agreement 

by Department of Industries must be obtained before obtaining 

such loan. and it must be brought through proper banking 

channe I .61 

Loan Investment in Kind 

I f any industry wishes to obtain foreign loan in the 

form of machinery equipment or if the industry wishes to 

obtain plant machinery in deterred credit an agreement to that 

effect must be entered into stating the price of the plant, 

machinery, interest rate and mode of payment along with the 

details of plant machinery. Due approval from the Department 

of Industries must be obtained. The supplier must guarantee 

as to the price of the machInery as competitive and it must be 

supported by the invoice of the manufacturer. 52 

REQUIREMENT OF PERMISSION 

In order to obtain foreign investment or technology 

tranatQr permIssIon from the Department of Industries is to be 

obtained, which wi II be granted within thirty days from the 

61 Ibid 


82 
 Ibid 
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date a tan a p p [ i cat ion for per m1 S s ion. 83 The Act provides 

that only transfer of technology 1S al lowed in the cottage and 

small-scale 1ndustr1es sector. M Even for the transfer ot 

technology to cottage and small-scale industries, permission 

from the Department of Cottage and Small Industries is 

I' e qui red • 85 

The Act restricts the foreign investment in industries 

producing alcohol, cigarettes. or bidi other than those 

produce alcohol, cigarette or bidi for cent percent export. 

The Industries manufacturing arms and ammunition is also set 

outside foreign investment. oo 

FACILITIES PROVIDED BY THE ACT 

The Act has a provision with regard to the facilities and 

concessions granted to the foreign investment projects. A tax 

at a rate only at 15 percent on income received from the 

interest on foreign loan, royalty, technical and management 

services fees is levied on a foreign investor. a1 

83 Sec 3(1) Foreign Investment and Technology Transfer 
Act 1992, HMG Ministry of Law, Justice and 
Parliamentary Affairs, Kathmandu, Nepal. 

84 Supra note 26. 


85 
 The affairs relating to cottage and small scale 
industries are handled by the Department of Cottage 
and Small Scale Industries. 

00 Supra note 27. 


87 
 Supra note 32. 
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Repatriation 

The Act clearly specifies that the amount received by the 

sale of the share of foreign investment in whole or any part 

thereof, the protit or dividend in lieu of the foreign 

investment, the payment of principal and the interest on any 

foreign loan can be repatriated outside Nepal by a foreign 

investor making investment in foreign currency.56 He is also 

entitled to repatriate the amount received under an agreement 

for the transter ot technology 1n such currency as set forth 

in the concerned agreement.~ A foreign national working in 

any industry, with the prior approval of the Department of 

Labour, and who is from a country where convertible foreign 

currency is in circulation, may repatriate his salaries, 

allowances, emoluments etc., in convertible foreign currency 

to an amount not exceed i ng 75 per cent of such sa I ar i es, 

allowances and emoluments. A recommendation from Department 

of Industries is required in order to obtain the repatriation 

facility by the foreign investor. 

Repatriation of Sales of Shares~ 

For the repatriation of the proceeds of sale of shares 

ofthe for e i gn i n v est 0 r , hem u s tapply t lJ the DI;> par t men t 0 f 

Industries along with the proof for investment made and number 

of shares uwned along with a letter from the company stating 

66 Ibid. 


59 
 Ibid. 

90 Supra note 30. 
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the completion of the transfer of the related shares duly 

certified by the Company Registrar's Office. If the share was 

transferred to any foreign national, prior approval of the 

Department is required. 

A declaration form and approval letter from the Customs 

Department is reqUired if the investment was made in the form 

of plant, machinery and equipment. 

Repatriation of Dividend 

A recommendation from the Department of Industries aloni 

with proof of declaration of dividend and auditor's report 

including balance sheet and profit and loss account together 

with Customs declaration form in case of investment in the 

form of plant and machinery, is required in order to 

repatriate the dividend out of the country. 

Repatriation of Loan and Interest 

The industrial unit with the foreign loan has to apply 

to the Department of Industries for sending out the principal 

and interest on the foreign loan obtained with the approval of 

the Department along with the certificate from the commercial 

bank speaking to the transfer of the loan amount into Nepal, 

custom declaration certificate and invoice in the calle of 

investment in the farm plant machinery, and the certificate of 

payment of income tax at the rate of 15 per cent on the 

interest amount. 
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Repatriation of Technology Transfer Fees 

The industrial unit with approved technoloiY transfer 

agreement, trademark licence agreement, management agreement, 

or technical assistance agreement can apply to the Department 

of Industries for the transfer of fees as per the agreement. 

The company has to submit the calculation of the amouunt due 

to the foreign technolgy supplier certified by the auditor 

along with certificate of payment of income tax at the rate of 

15 per cent on Royalty fee. 

Dispute Settle.ent Heasure 

Mutual consultation is given prime importance in dispute 

sett I ement. If any dispute arises between the foreign 

investor and the domestic investor or the concerned industrY, 

the concerned parties are required to settle the dispute by 

mutual consul tations in the presence of the Department of 

Industries. 91 I f the dispute cannot be reso 1ved by mutua I 

consultation. the Act has made a provision for Arbitration. 

The Act specifies that the arbitration shall be in accordance 

with the prevailing Arbitration Rules of the United Nations 

Commission on International Trade Law (UNCITRAL),92 while on 

the other hand, it clearly specifies that the applicable laws 

91 Sec 7(1) Foreign investment and Technology Transfer 
Act. 1992. HMG Ministry of Law, Justice and 
Parliamentary Affairs. Kathmandu, Nepal. 

92 Sec 7(2) Ibid. 


41 


---"---"'~""-~"'''- --------------...-~ ...--~ ........-~ ........-~ .. 



shall be the laws of Nepal and the arbitration shall be held 

in Kathmandu. 93 

Forei gners other than I ndians are requi red to have 

valid passports to enter Nepal. Nepal offers seven categorios 

of visas, namely: 

(a) Diplomatic Visa 

(b) Official Visa 

(c) Tourist Visa 

(d) Non-tourist Visa 

(e) Business Visa 

(f ) Resident Visa, and 

(g) Study Visa 

However, only the four categories of visas at (c) to 

(f> are relevant to forreign investors and expatriate 

per sonne I. 

(a) Tourist Visa 

A Tourist Visa with single entry valid for 15 or 30 days 

or with multiple entry valid for 60 days can be obtained from 

Royal Nepalese Embassies and Consulates abroad or at the point 

of entry. A 30 days entry visa with single entry, or a 60 

days entry visa with multiple entry can be extended for a 

93 Sec 7(3) Ibid. 

94 Supra note 30. 
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further period of 30 days or 60 days respectively by the 

Department of Immigration. It can be extended for an 

additional 30 days on the recommendation of the Ministry of 

Home Affairs. 

(b) Non-tourist Visa 

(1) Non-tourist Visa for Carrying out the Study: 

Foreign visitors wishing to underake research and study 

for the purpose of investing in Nepal may be granted a non

tourist visa by the Department of Immigration for a maximum 

period of 6 months on the recommendation of the Department of 

Industries. 

(ii) Non-tourist Visa for Expatriates: 

Expatriate personnel working in the industry wi II be 

granted a non-tourist visa for a duration of one year at a 

time on the recommendation of the Department of Industries. or 

the Department of Labour t and submi 5S 1on of the c I earanoe 

certificate. 

(c) Business Visa 

Foreign investors and/or his authorized representative 

and their dependents are granted a business visa for a period 

of 5 years at a time on the recommendation of the Department 

of Industries. 
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(d) Resident Visa 

A foreign investor making a lumpsurn investment 

equivalent to more than US$ one million in convertible foreign 

currency, and his dependents can be grated a resident visa on 

the recommendation of the Department of Industries. 

However, if the investor making a lumpsurn investment 

equivalent to more than US$ one million in convertible 

currency happens to be a company, only one shareholder 

authorized by that company and his dependents will be granted 

a resident visa. 

As foreign investors can participate in the equity of an 

existing company by way of collaboration, or establish a new 

company, it is of relevance to mention a few words with regard 

to the Company Act of Nepal. 

2.3.5 COMPANY ACT, 1964 

The Company Act recogn! ses two kinds of companies, 

namely, Private Limited Company and a Public Limited Company. 

It differentiates these types of companies by number of 

shcueho I ders and the way of share i ssui ng. 95 A private 

limited company is required to have a minimum of three 

shareholders while in the Public Limited Company the number of 

95 Sec 2lb) and (c) Company Act 1964, HMG Ministry of 
Law, Justice and Parliamentary Affairs, Kathmandu, 
Nepa 1. 
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7. 96shareholders should be at least On the other hand. the 

maximum number 

has been fixed 

of 

at 

shareholders 

50. 97 It is 

in a private 

mandatory that 

limited 

30 per 

company 

cent of 

the issued capital 

incorporation. 9a 

should be subscribed at the time of 

Incorporation of the Company 

In order to incorporate a company an application is 

required to be registered with Company Registrar along with 

the proposed Memorandum of Association and Articles of 

Association. In order to register a foreign company desirous 

to conduct its business within the Kingdom of Nepal. the 

following documents are required to be fur~ished:~ 

(a) 	 A certified translation into Nepali or English, of the 

laws or Charter under which the company has been 

incorporated. 

(b) 	 A certified translation into Nepali of Memorandum of 

Association and the Articles of Association. 

(c) 	 The full address of the head office of the company. 

96 Sec 4. Ibid. 

97 Ibid. 

98 Sec 3~3) Ibid. 

99 Sec.138 read with Sec 2le) Ibid. 
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(d) 	 The details of the Directors, Managing agents, Manager, 

and Secretary. Full name, address, nationality and 

occupation is required to be mentioned if these are 

natural persons. If they are a body corporate, the head 

office, address and the name, address and nationality of 

each Director is required to be disclosed. 

(e) 	 The name and address of the person or persons residing in 

Nepal who IS authorised to receive the notices issued in 

the name of the company. 

(f) 	 The locality within the Kingdom of Nepal where the 

company has proposed to commence its business and full 

address of the otfice of the company situated at such 

locality. 

In case of any alteration in any details, the notice of 

such alteration with every detail. is required to be furnished 

to the Company Registrar office within 35 days.tOO 

In order to issue shares to publ ic in the case of a 

pub Ii c lim i ted company. it must pub I ish a Prospectus bet ore 

issuing such shares. 101 The per sons sign i ng the Prospectus 

are accountable for any loss or damages caused to the general 

public due to any misrepresentation in such Prospectus. They 

100 Sec 138 (3) Ibid. 


101 
 Sec 	17 Ibid. 
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will be held personally liable for compensation of such losses 

and damages. 102 

2.3.6. PATENT DESIGN AND TRADEMARK ACT 1965 

The Patent Design and Trademark Act 1965 protects the 

intellectual property rights of an inventor or the user of 

trademark or des i gn as the case may be. The Act defines 

patent as any useful invention relating to a new method or 

process of manufacture, operation or publicity of any material 

or a combination of materials, or that made on the basis of a 

new theory or f ormu I a, 103 On the other hand. design is 

defined as the form or shape ot any material manufactured in 

any manner ,100\ Trademark is defined to include words. 

symbols or pictures or a combination thereof to be used by any 

firm, company or individual in its products or services to 

distinguish them from the products or services of others. W5 

In the patent regime the emphasis has been given to the 

novelty and usefulness of the article whioh Is sought to be 

proteoted under thi s Act ,106 Similarly, the quality of 

distinguishing the product or services from the products and 

102 Sec 18 Ibid. 

103 Sec 2<a) Patent Design and Trademark Aot 1965. HMG 
Ministry of Law, Justice and Parliamentary Affairs, 
Kathmandu, Nepal. 

100\ Sec 2<b) Ibid 

105 Sec 2(c) Ibid. 

106 Supra note 104. 
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services rendered by others has been emphasized for the grant 

of protecti on. 107 

Acquisition of Title to Patent 

Any person desirous of having any patent registered in 

his name shall have to submit to the Department of Industry an 

application containing the following particulars along with 

all available evidence In his possession:W8 

(a) 	 Name, address and occupation of the person inventing the 

patent. 

(b) 	 If the applicant himself is not the inventor, how and in 

what manner he acquired the title thereto from the 

inventor. 

(c) 	 Process of manufacturing, operating or using the patent. 

(d) 	 The theory and/or formula, if any, on which the patent is• 
based. 

After the furnishing of the application the Department 

of Indus tr i es has the power to i nves t i ga te or conduct the 

studies, and if it is found necessary. take the advice of 

experts so as to ascertain whether the patent mentioned in the 

101 Supra note 105. 

108 Sec 4 Ibid. 
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application is a new invention or not and whether it Is useful 

to the general public or not. lOO 

Thus. in order to get a patent right over an article it 

has to go through the test of novelty and utility. There are 

certain circumstances specified in the Act where the patent 

right IS not to be granted. In case the patent has already 

110been reg1stered 1n the name of any other person. or the 

applicant 15 not an 1nventor nor has he acqu1red rights over 

it from the original inventor. or if the patent sought to be 

registered is likely to affect the public health, conduct or 

morality or the national interest, or if the registration of 

such patent would constitute a contravention of existing Nepal 

law, the Department has the power to deny registration. ll1 

Ter.. of Patent 

After getting the patent registered. the patentee shall 

enjoy the protectIon for a period of seven years from the date 

of registration thereof ,112 After the expiry of seven years 

of protection. it can be further renewed for a period of 

another seven years. But a patent right cannot be renewed for 

more than two times. 113 and the tota I per i od of protect i on 

is limited to 21 years from the date of registration. 

109 Sec 5 Ibid. 

110 Sec 6 Ibid. 

111 Ibid. 

112 Sec 8 Ibid. 

113 Sec 23{b) Ibid. 
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Acquisition of Title to Trade.ark 

A title to a trademark can be acquired by filing an 

applicatlon for its registration to the Department of 

Industries. which issues a certificate of registration. 114 

If it feels that such trademark may hurt the prestige of any 

individual or institution or adversely affect the public 

conduct or morality or undermine the national interest or the 

reputation of the trademark of any other person, or in case 

such trademark is found to have already been registered in the 

name of another, the uepartment of Industries has the power to 

deny the registration. le The Act specifically mentions that 

no person can use a trademark without registering it with the 

Department. lIS 

The Department also holds the power to investigate and 

cancel the registration of a trademark if the registered 

trademark is not brought into use within one year from the 

date of registration thereof. 117 

Term of Trademark 

The title of the person in whose name a trademark has 

been registered shal I remain valid for a period of seven years 

from the date of registration. After the expiry of such 

114 Sec 16 Ibid. 

115 Sec 1e Ibid. 

116 Sec 1eB Ibid. 

117 Sec lee Ibid. 
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period the trademark can be further renewed for seven more 

years. Unl ike a patent. the trademark can be renewed any 

number of times for a period of seven years at a time,HS 

2.3.7 INCOME TAX ACT. 1974 

The 1ncome Tax Act 1974 1ays down the grounds for 

taxation on income. for which the sources of income have been 

identified and cate@orised under five heads viz •• 

(1) Income from agriculture 

(2 ) Income from business. trade or profession 

(3 ) Income from salaries 

(4) Income from rent of house and land 

(5) Other Sources. 119 

Though com pan i es lis ted with the Secur i ty Exchange 

Board and Government owned Corporations are subject to 35 per 

UOcent corporate tax. a resident is taxed on income derived 

from Nepa I as we I I as income der I ved outs i de Nepa I and 

remitted to Nepal. 121 A non-resident is taxed only -on hili 

income der i ved from Nepa I ese sources. 122 The Act def i nes a 

118 Sec 18D Ibid. 


119 
 Sec 5 I nco me Tax Act 1974, HMG Ministry of Law, 
Justice and Parliamentary Affalrs, Kathmandu, 
Nepa 1. 

120 Sec 4 Finance Act 1994, HMG Ministry of Law, 
Justice and Parliamentary Affairs, Kathmandu, 
Ne pa 1. 

121 Sec 6 Income Tax Act, HMG Ministry of Law, Justice 
and Parllamentary Affalrs. Kathmandu. Nepal. 

122 Ibid. 
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non-resident as a person staYIng in the country for less than 

183 days during an income tax year, or a person staying 

outside Nepal but deriving Income from Nepalese sources or a 

firm in Nepal under a management of foreign company or 

firm. 123 The Act does not distinguish between resident and 

non-resident companies for tax purposes. It is manda tory 

tha t the person conduc t i ng bus i ness, trade or profess i on 

should register his name in the tax office prior to the 

commencement of operation at such business trade or 

protesslon,U4 and should acquire income tax registration 

certifIcate, which will be subject to renewal at the beginning 

of every fInancial year.l~ 

Personal Taxation 

The single or married status of an individual determines 

the relief to which he is entitled. 126 The first Rs.35,OOO 

of income of a married couple or family and in the case of 

individual Rs.25,OOO of income from all the sources as 

specified in Section 5 of the Act are exempt from income tax. 

15 per cent will be the tax burden on the first 10,000 after 

exempting 35,000 or 25,000 as the case may be, 25 per cent 

will be the tax on the next Rs.40,OOO and 40 per cent on the 

123 Sec 2(u) Ibid. 

12.- Sec 5A Ibid. 

125 Sec 5A(5) Ibid. 

126 Supra note 120. 
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balance. 127 But non-rs~ident tax payers will be taxed 

without giving the exemption as mentioned above. 12B 

2.3.8 FOREIGN EXCHANGE (REGULATION) ACT, 1962 

While undertaking the process of liberalization of the 

economy, one of the major steps taken towards the forei gn 

exchange reglme is the amendment in the foreign Exchange 

Regulation Act. The i ntroduct i on of a dua I exchange ra te 

reg 1me is one of the most s 1 gn if i cant changes where the 

official rate at the foreign currency is determined by Nepal 

Rastra Bank (the Central Bank of Nepal) on the basis of the 

value at the Nepalese Rupee in terms of a basket of 

cur renc i es. 129 I t is applicable to a I I government 

transactions, imports of some essential items like 

terti I izers, petrol eum products etc •• for imports under the 

auction system and tor certain industrial machineries and 

equipments. On the other hand. another exchange rate is 

determined by the market on the basis of factors of demand and 

supply applicable to all other transactions. 130 As a step 

towards the convertibility of the rupee, 75 per cent of the 

foreign exchange earned from exports of goods and services 

including remittances can be sold to the commercial banks at 

127 Ibid 


128 
 Sec 7 Annexure 4 Finance Act 1994 


129 
 Hari Shankar Tripathi. Finance Banking and Foreign 
Exchange Pol icies in Nepal. A paper presented in 
Seminar on Investment Forum, Nov. 1992. Kathmandu, 
Nepa I. 

130 Ibid. 
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131 open market rate and 25 per cent of the forei gn exchange 

earned would have to be sold to Nepal Rastra Bank at the 

official exchange rate.l~ 

However. in case of foreign investment. this 75/25 per 

cent clause is not applicable. Consequently hundred per cent 

at capital transfer in the form of foreign investment is 

facilitated at the open market exchange rate.l~ All capital 

investments and subsequent repatriation in foreign currencies 

would get automatic approval from the Nepal Rastra Bank 

prov i ded such capi ta 1 trans f er have been approved by the 

Industrial Promotion Board. 1M 

By t his Act the expor ters of goods and serv ices are 

permitted to retain foreign currency account with a bank in 

Nepal upto 30 per cent of their total foreign exchange 

receipts. 135 Upto 5 per cent of such rece i pta f rom the i I' 

deposits can be utilized on business promotion including 

fore i gn trave 1 .136 The rema i ni ng 25 per cent Ciiiln be used 

for loan payments. commissions. advertisements and/or 

membership fees and imports under Open General Licence 

13l Ibid. 

132 Jbid. 

1~ Ibid. 

134 Ibid. 

135 Sec 4 Foreign Exchange (Regulation) Act. 1962, HMG 
Ministry of Law, Justice and Parliamentary Affairs, 
Kathmandu, Nepal. 

136 Supra note 130. 
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(OGL) . 137 Exchange control regulations on most of the 

cur rent account transac t ions have been cons i derab I y eased. 

Except for imports at official exchange rates. certain imports 

under the personal baggage rules and certain banned items. all 

other i mpor ts have been p J aced under Open Genera 1 Li cence 

(OGL) • Foreign exchange avai labi I ity for all imports under 

OGL is automatic on the basis of letters of credit opened at 

Nepalese banks.l~ 

The above mentioned regulations are only related to 

cur renci es other than the I nd ian Rupee. I n the case of 

transactions in Indian rupee, there is unlimited 

convertibility both for current and capital transactions. 

2.3.9 ARBITRATION ACT. 1981 

As an al ternative to the court adjudication. the ooncept 

of arbitration came into the limelight as quicker. more 

effective and participatory dispute prevention and redressaJ 

procedure. It is preferred to court adjudIcation. because it 

gives autonomy to the parties to choose the arbItrator having 

expert knowledge on the subject matter. Another cause for the 

adherence to the arbitral proceeding by the parties, may be 

the informal procedures of arbitration, which has an advantage 

137 Ibid. 


136 
 Ibid. 
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over court's formal and cumbersome procedural 

d iff i cu I ti es. 139 

Arbitration being a convenient modality for the 

settlement of disputes, foreign investors willing to invest in 

a developing country do surely look into the arbitration 

legislation of the host country in order to get benefitted 

from its speedy trial and efficien\ award. 

Although various provisions referring to arbitration for 

the settlement of disputes were found in different 

legislations. it was only in 1961, a general law of 

arbitration was laid down by Arbitration Act 1961. The Act 

defines (arbitration) agreement as a contract between parties 

for the settlement of present or future disputes through 

arbitration with or without specifying the names of 

arbitrator. 140 While specifying arbitrable dilliputes, the 

Act provides that any dispute under bilateral or multilateral 

agreement to be settled through arbitration. l" 

Appoint.ant of Arbitrator lU 

As regards the number of arbitrators, it provides that 


it should be in accordance with the agreement. 1 f the 


139 Roy Choudhury and Shah, Arbi tration Law, Ea.tern 
Law House, Lucknow, 1991, p.2. 

140 Sec 2(a) Arbitration Act 1961, HMG Ministry of Law. 
Justice and Parliamentary Affairs. 

141 Sec 3 Ibid. 


1+2 
 Sec 5 Ibid. 
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agreement is silent in this regard, then there shall be a sole 

arbitrator. If the number of arbitrators pursuant to the 

agreement happens to be even, then in such cases, one 

additional arbitrator shall be appointed by the arbitrators. 

If specified in the agreement, such specified person will be 

the chief arbitrator but not an umpire. If it is not 

specified in the agreement, in such case, the person appointed 

by the arbitrators shall hold the chair of Chief Arbitrator. 

If nothing is specified with regard to the procedure of 

appointment of arbitrator or if the arbitrator cannot be 

appointed through the procedure specified in the agreement, in 

such case, the parties may ask the District Court to appoint 

an arbitrator. 

A person who is incompetent to enter into contract or 

has any vested interest in the subject matter of arbitration, 

he is unqual ified to become an arbitrator. l43 The Act also 

prov i des for the cond it ions under wh i ch arb i tra tors can be 

removed by the order of District Court. I44 These are as 

f 01 lows: 

(a) if the arbitrator has not functioned impartially, or. 

(b) he has misconducted in the proceedings, or, 

(c) he has any vested interest in the dispute or has biasness 

towards any of the parties. 

143 Sec 8 Ibid. 

144 Sec 9 Ibid. 
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Submission of the Claim:l~ 

Any party willing to submit the matter of dispute for 

arbitration, should submit the claim within three months from 

the date when the cause of action arose or from the date of 

the appo i ntment of the arbitrator. Upon such claim the 

arbitrator will provide the other party one month time to 

present his defence. If parties fail to submit the claim 

within the stipulated time, the proceedings wi II not take 

place. Though the Act provides for claim and defence, it does 

not provide for counter claim and rejoinder. 

Powers of Arbitratorl~ 

The Act provides for the fol lowing powers to the arbitratorl 

(a) summonIng the parties and asking for the submission of 

documents; 

(b) examining the witness on oath; 

(c) obtaining expert's opinion; 

(d) providing attested copies of the documents; 

(e) if any of the parties happens to be a foreign citizen, 

requiring from him a deposit of money or a surety so as 

to ensure the execution of the award; 

(f) issuing interim order, if necessary; 

(g) exercising any other powers given by the parties; 

(h) issuing conditional or alternative award. 

145 Sec 11 Ibid. 

146 Sec 17 Ibid. 
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Arbitral Awardl~ 

The Act provides that the opinion of the majority of 

arbitrators shall be the arbitral award. But in the case of 

difference of opinion between the arbitrators. such opinions 

shall be !::iubmitted to the following person. The opi nl on 

supported by such person shaJ I be the award of the arbitrator: 

(a) 	 if such person is specified by the agreement, to that 

person; 

(b) 	 in the absence of such stipulation. the Chief Judge of 

Appellate Court or any Judge of the same court. specified 

by the Chief Judge at the Appellate Court. 

Enforcement of the Award 1W 

The Act has provided that the award given by the 

arbitrator shall be enforced by the parties within 60 days 

from the date of such award. If applied by the concerned 

party within 30 days after the expiry of 60 days to the 

District Court with regard to the non enforcement of such 

award. the dis t I' ict court assumes t he power to enf orce the 

award within 30 days as its own decision.l~ 

147 Sec 18 Ibid. 

146 Sec 22 Ibid. 

149 Sec 23 Ibid. 
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Enforcement of Foreign Arbitral Award 

Where in an agreement signed by a resident of Nepal 

makes provisions for arbitration, such an award can be 

enforced in Nepal if the award fulfills the following 

conditions: 150 

(a) 	 if the arbitrator was appointed as per the agreement, in 

accordance with the law of the land where the award was 

given; 

(b) 	 if the parties were informed of proceedings in time; 

(c) 	 if the award is limited only in the conditions of the 

agreement; and 

(d) 	 if the decision is final in the foreign country where the 

award was made. 

Similarly the Act also provides for the enforcement of 

awards made under any international treaty, agreement or 

arrangements to which Nepal is a party. Such award is deemed 

to be an award made under the Act and shall be enforced as 

such. The basis of entorcement of foreign award is 

reciprocity. Nepa I wi I I not ent orce awards given in such 

countries which do not enforce awards given within the 

territory of Nepal. 15t 

150 Sec 23 Ibid. 

15t Sec 25 Ibid. 
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2.4 CAPITAL MARKET 


A healthy capital market is one of the most essential 

factors in economic development in general, and industrial 

development in particular, of a country. A continued source 

of capi ta I can be obta i ned from the capi ta I market wh i ch 

generates and mobil izes the capital which was stagnated 

otherwise. The allocation of the capital into a productive 

areas rather than in unproductive ones is the prime fUnction 

of the capital market and in order to do so, bringing Up 

together the people who have surplus capital to invest and the 

people who have the ski 11 to apply those capital into a 

productive area. is a must Hence. a prominent role is played 

by it in the development of industry, commerce and economy at 

large. 

The estab J1shment of the Sacur i tl as Exchange Centre 

under the Securities Transaction Act 1965 was the initial step 

towards the formation of the capital market. But its dormancy 

was another drawback in the economy. It was dormant because 

of the Iack of adequate legal provision coupled with less 

participation of the people in the market because of their 

attitude towards i nves tment and I ess preparedness in the 

taking of risks. Another factor influencing the people's 

attitude was the sluggish development of the industries. As 

the industrialisation in the country grew. the attitude of the 

peop lei n i nves tment changed and it neceS5 i ta ted a hea I thy 

market. The adoption of a liberal economic policy and the 
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emphasis in the participation of the private sector were other 

factors which compelled the development of the capital market. 

The expansion of the capital market was severely 

limited. On the one hand, there was a very limited growth of 

primary and secondary markets for shares. On the other hand, 

special institutions such as merchant banking which help in 

the execution of capital market were still in their infancy. 

In the same manner, well estabJ ished financial institutions 

like provident fund and insurance corporations were unable to 

participate in the activities of the capital market. due to 

the lack of adequate legal provisions. These factors limited 

the capital market activities to the transaction of limited 

shares and government treasury bills and securities. 152 

The progress, in the arena of commerce and 

industrialisation, though sluggish, necessitated a step 

towards further modifications in the existing capital market. 

Till the seventh plan no sign of reformation was seen. 

Till that time the capital market was given a low priority in 

the development planning. But the eighth plan realised the 

urgency to activate the role of financial institutions by 

establishing and developing a stock exchange centre and making 

lega I provis 1 0 n s toen sur e its s moo t h tunc t ion i n g • 153 

152 Eighth Plan, 
1992. p.660. 

HMG, National Planning Commission 

153 Ibid. 
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In order to fulfil I the objectives of the eighth plan 

the Securities Transaction Act was further amended in 1993 to 

es tab I ish an independent and autonomous Secur i ties Board wh i ch 

identifies the players of the 'game' and has the power to 

prescribe the rules. regulations and guidelines with regard to 

the securities transaction. 

The prime objective of the Board. as mentioned in the 

Act i s to - 154 

advise the government to formulate the policy for the 

development of the securities market in order to protect 

and promote the interest of the investors. 

make necessary arrangements in order to manage and 

regulate securities transaction. 

grant permission to the corporate bodies to conduct the 

securities market. 

register the securities of corporate bodies. 

give direction to the securities market in order to 

conduct the securities transactions in a systematic and 

efficient manner. 

The definition of securities as share. stockbond. 

debenture. debenture stock which is executed by a body 

154 Sec 5 Securities Exchange Board Act. 
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corporate, the certificate ot unit or collective saving scheme 

pursuant to the prevailing laws or negotiable deposit 

certificates and the treasury bills executed by the 

government,155 the establ ishment of Securities Board,IS6 the 

permission to be required to conduct the securities market, 

the power of the board to cancel the permission to conduct the 

securities market,157 the provision for registration of the 

securities with the Securities Board,15S the provision for 

listing the securities in the securities market,l~ the 

provision for the membership in the securities market,160 

registration and classification of the members,161 

restriction in the exertion of undue influence on the 

transaction ot securities,162 the power of the Board to 

obtain the statistical particulars and information as deemed 

necessary,163 from the body corporate registering the 

securities, securities market and persons, firm or companies 

who are the members of the securities market, the power of the 

Board to i nves t i ga te and inspect the f unct ion i ng of the 

members of securities market,164 placing of restriction on 

155 Sec 2la) Ibid. 

156 Sec 3 I bid. 

157 Sec 7A read with Sec 7E Ibid. 

15S Sec 7F Ibid. 

159 Sec 8 I bid. 

160 Sec 17 I bid. 

161 Sec 18 Ibid. 

162 Sec 20 Ibid. 

163 Sec 22 Ibid. 

164 Sec 23 Ibid. 
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insider trading l65 and placing of obi igation on the part of 

Securities Board to obey the directives given by the 

government,166 the duty to obey the direct i ves given by the 

Board on t he par t of secur i ties market 167 and to obey the 

directives given by the securities market on the part of the 

members of securities market l66 are the prime features of the 

Securitles Transaction Act 1985 as amended in 1992. 

This amendment brought into existence in lieu of the 

Securities Exchange Centre two entities, namely, the 

Securities Exchange Board and Nepal Stock Exchange Limited. 

Because of this the activities such as brokerage and share 

issues that were previously done by the Securities Exchange 

Centre is now being undertaken by banks, financial 

institutions, stock exchange enterprises and market promoters. 

To institutional ise the management of the secondary 

market the market has been opened since December 1993 for the 

brokers and market promoters. Since then 2 companies, 23 

partnership firms and 25 members have been registered as 

brokers. Similarly, 5 corporate bodies namely, Citizen's 

Investment Fund. NIDC Capital Market, Nepal Share Market. 

Nepa I Finance Company and Ras tr i ya Bani jya Bank have been 

registered as market promoters. The securities transactions 

165 Sec 30 Ibid. 

166 Sec 29 Ibid. 


167 
 Ibid. 

168 Ibid. 


65 


~--- ......- .....---...... . 



through these bodies are being conducted through the system of 

open ou tcry. 169 

By mid April 1993. 59 companies had been listed with 

Nepal Stock Exchange Limited with a total paid up share value 

of Rs.l.413 million. Of these listed companies. 25 were 

manufacturing units. 211 were commercial businesses. 4 were 

banks. 5 were financial institutions. and one each was from 

mining and consultancy services. 170 But by mid April 1994. 

64 companies were listed with a total paid up share value of 

14,024 mi 11 ion.171 

The tot.til transaction during the first nine months of 

the financial year 1994 amounted to Rs.14.59 million out of 

which transaction in shares amounted to 12.23 mil lion and the 

transaction 1n government securities 2.36 mill ion. 172 

This exorbitant growth in the capital market indicates 

a prosperous trend and reflects an ability in the capital to 

mobilise and to fulfill the capital requirement in future. 

The growing demand for capital is expected to be brought down 

by the efficient management of the capital market. Though in 

its infancy, the positive attitude shown by the investors as 

well as the market promoters and the active participation of 

169 Economic Survey 1992/93. HMG Ministry of Finance, 
Kathmandu. Nepal. 

110 Ibid 1993/94. 

171 Jbid. 

112 Ibid. 
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the brokers beckons towards a glorious future for the capital 

market. Yet. some loopholes and bottlenecks are present in 

the sys tem, wh i ch are requl red to be removed by way of 

amendments to the Act. For instance. there is a restriction 

to gain trom the inside information but the Act lacks the 

definition of either 'insider' or the 'inside information', 

2.5 	 COKPARISON OF NEPALESE POLICY WITH OTHER COUNTRIES 

POLICIES 

A comparison of the Nepalese policy with other 

developing countries policy has been made here. other than 

Nepal, the countries ot South Asia included are India. 

Pakistan, Bangladesh and Sri Lanka. The countries of East 

Asia which are included are Singapore Malaysia, Philippines 

and Thailand, 

For convenience the chapter has been divided into 

following sub-topics; 

(1) 	 Permissible Sectors and Areas Open: 

With the advent of New Industrial Policy of 1991 India 

has opened its market to foreign investors. The upper limit 

of fore i {In i nves tment has been ra i sed from 40 per cent of 

equi ty to 51 per cent. Even 100 per cent investment is 

permitted in the 100 per cent export oriented industries. 

The requirement of foreign equity accompanied by foreign 

techno logy has been Ii f ted up and mechan i sm of automa tic 
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approval by RBI of the projects in high priority areas 

involving 51 per cent of foreign equity investment has been 

introduced. 173 The labour intensive export-oriented 

industries and construction work, engineering projects and 

highly capital and technology intensive industrial and 

agricul turai projects have been given importance for the 

foreign investment in Sri Lanka. It welcomes foreign 

174investment in EPZs with open arms. 

The foreign investment in Bangladesh is allowed in all 

sectors of the ecxonomy except seven sectors of the 'reserved 

Jist'. Quite recently the limit of equity participation has 

been raised from 51 per cent to 100 per cent.l~ 

In Singapore most of the economic activities are open to 

the foreign investors excepting public utilities and 

telecommunication. IH 

As a I ready noted, Nepa I has opened up a I I the areas 

(mainly on industry and banking) to the foreign investors. 

The restriction is only with regard to the cottage and small 

scale industry and medium industries having fixed assets less 

than Rs. two crore where only technology transfer is 

173 Rajiv Jain, A Guide to Foreign Collaboration. India 
Investment Publication 4th edition 1994, p.30. 

174 Supra note 1. 

175 Rashid M.M., Economic Liberalisation: Bangladesh 
Over view, A sem i nar paper presented at SAARC Law 
Summit, Kathmandu, 1995. 

176 Supra note 174. 
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permitted. Qu i te recent I y the powe r sector has a I so been 

opened up for foreign investors. It shows that Nepal is quite 

ahead of a few of the countries and lags behind a few 

countries like Singapore and Philippines. 

(2) Ownership and Control 

India allows 51% of the equity participation by foreign 

investors. In case of 100% exports oriented industries the 

particlpatlon may go upto 100" of equity.171 I n Bang I.desh 

terms and conditions determinlng eq\'lity participation. 

including management contracts are decided on the merits of 

the individual projects. Technical collaboration in various 

forms is al lowed in almost al I types of industries with equity 

participation. Recently the equity participation by foreign 

investors has been increased from 51 per cent to 100 per 

cent. 118 In Pakistan also the foreign investor can now own 

100 per cent of equity in any venture.l~ 

In Singapore. there is no restriction on the amount of 

foreign equity particiPation. 160 In the Philippines 40 per 

cent of equity holdlng for foreign investors has been allowed, 

but the firms using a higher degree of technology, and those 

operating in declared pioneer areas are, however, allowed 100 

111 Supra note 173. 
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 Supra note 175. 
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permitted. Qu i te recent 1 y the power sector has a I so been 

opened up for foreign investors. It shows that Nepal is quite 

ahead of a few of the countries and lags behind a few 

countries like Singapore and Philippines. 

(2) Ownership and Control 

India allows 51~ of the equity participation by foreign 

investors. In case of 100~ exports oriented industries the 

partlcipatlon may go upto 100~ of equity.l77 I n Bang I _desh 

terms and conditlons determinlng equity participation, 

including management contracts are decided on the merits of 

the individual projects. Technical collaboration in various 

forms is allowed in almost all types of industries with equity 

participation. Recently the equity participation by foreign 

i nves tor s has been increased from 51 per cent to 100 per 

cent. 176 In Pakistan also the foreign investor can now own 

100 per cent of equity in any venture. 1N 

In Singapore, there is no restriction on the amount of 

foreign equity participation. 1oo 1 n the Phil i ppi neSi 40 per 

cent of equity holding for foreign investors has been allowed, 

but the firms using a higher degree of technology, and those 

operating in declared pioneer areas are, however, allowed 100 

177 Supra note 17:3. 

178 Supra note 175. 

179 Supra note 174. 
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per cent foreign capita1. 161 With regard to ownership and 

control Nepal does not I imit the equity holding unl ike in 

other countries like India and Bangladesh. Hence. it can be 

said that Nepalese policy with regard to the ownership is more 

liberal as it allows foreign investment upto 100 per cent in 

almost all the areas. 

(3) Regulatory procedure 

In Singapore there are no special procedures for 

approving foreign investment unless the company is seeking 

incentives. However. special licences are required from the 

Monetary Authority of Singapore for the establishment of any 

financial institution and from the Registrar of Manufactures 

for the manufacture of certain goods.l~ In Bangladesh also 

the private sector can now establish industries without prior 

approval.l~ while in Sri Lanka foreign investment promotion 

works and approvals are handled by Greater Economic Commission 

(GEC) .184 

In India, tor the high priority sector, a policy of 

automatic approval from Reserve Bank of India (RBI), has been 

introduced. In other industries the foreign investment in 

RB 1. 185India requires the prior approval from the The 

181 Ibid. 
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Nepalese policy stipulates that every foreign investment for 

the establishment of any industry requires an approval from 

the Department of IndustrIes. Though industrial licencing has 

been genderal Iy abolished. there are 32 types of industries 

categorised as affectIng public health which requires 

licencing also. 

The regulatory procedure is thus more in Nepal as 

compared to SIngapore and a bit less than India and other 

SAARC countries. 

(4) Invest.ent Incentives and Facilitiesl 

There is no difference In the incentives and concessions 

given to the native and foreign investors both in India and 

Nepal. In Pakistan as well, in respect of tax there is no 

discrimination between domestic and foreign investors. 1OO On 

the other hand, in Singapore, the government offers a wide 

range of incentives, the most important of which are granted 

16lto investments with 'pioneer' status. These companies 

rece i ve exempt i on for five to ten years from 40 per cent 

corpora te income tax. More exempt ions are given to the 

industries which export at least one fifth of their 

production. In Pakistan, an industry is given a tax holiday 

of three years if located in an urban area, five years if 

located in a rural area and eight years if located in lesB 

developed regions. Industrial machInery required for rural or 

166 Ibid. 

167 Ibid. 
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less developed areas can also be imported free of customs 

duty, sales tax, and import surcharge. Complete exemption. 

are also given on the imports of machinery required for units 

involving bio-technology, electronics, ferti 1 izer, tibre

optics and solar energy.ISa With regard to the i ncent i ves 

too, Nepal provides a host of incentives without 

dis c rim i na ti n g the foreign investors from domestic 

169i nves tor 5. 

Thus, Nepalese policy is ahead of Pakistani policy but 

behlnd Slngapore, and similar to that of India. 

(5) Repatriation 

In Singapore, there are no restrictions on the transfer 

of profits, dividends, royalties or the repatriation of the 

capital. whereas in India and Nepal a similar provision with 

regard to free repatriation of capital appreciation, 

royalties, technical fees, dividends. interest etc., after the 

payment of tax, exists. 

(6) Access to Domestic Financing 

Access to domestic finance is also a motivation for 

foreign investors, though it is at the cost of the host 

economy. The interest rates on such finances are also usually 

186 Ibid. 
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 Sec 15 Industrial Enterprises Act, 1992, Hf1G 
Ministry of Law, Justice and Parliamentary Affairs, 
Kathmandu, Nepal. 
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low for many sectors. Nepa I, and most of the countries 

included here, have glven foreign investors an access to such 

concessional finance. A few countries are, however, found not 

to offer such taci I ity. In Indonesia for example, joint 

ventures are restricted from domestic credit. UO 

(7) Foreign Labour: 

In the Philippines, foreign staff may be hired to occuPY 

high level position only when local skills are not available. 

As explained, in Nepal, foreign management and technical 

experts Can be employed with prlor approval of the government, 

and personnel from the countria~ of convertible currency are 

also permitted to repatriate upto 75 per cent of their 

salaries, allowance and remunerations in foreign currency.191 

The foreign investment policy and incentives of a host country 

is equally motivating factor as various other factors I ike 

natural resource, manpower, and market, because of which most 

of the developing countries are trying to make their 

investment landscape more open and liberal. Even the 

countries haVing protected markets have opened up their 

markets following liberal policies. 

When comparing Nepalese policy with other countries 

policies it is found that Nepal seems to be more open than 

some countr I es and more res tr i ct i ve than some others. The 

countries with restrictive policies are lager countries or 

190 Supra note 174. 
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coun.tries having larger domestic markets. As compared to 

other SAARC countries, Nepalese policy seems to be more open. 

The Sri Lankan policy is open only within the Export 

Processing Zone (EPZ). 

Most of the developing countries prefer foreign 

investment as joint ventures specially in export sectors. 

They prov i de var i ous i ncent i ves and facilities to foreign 

investment. The countries like Hong Kong and Singapore which 

offer more incentives and facilities seem to be successful. 

Most of the countries are found not to discriminate between 

foreign and local investors in giving incentives. Though 

Nepal has adopted an open policy, the incentives provided seem 

to be less, compared to i ncent i ves prov i ded by other open 

economies such as Singapore. 

It is, therefore, an important strategy for economic 

deve I opment t ha t Nepa I be prepared to make its po I icy more 

open and examines the possibility of widening the permissible 

sector. Learning from the experiences of other countries it 

would also need to provide facilities and incentives 

comparable at least with other countries in South Asia. 

Considering the size of the domestic market, an open policy 

rather than a restrictive one is likely to be more fruitful 

for Nepal. Restrictive pol icies may encourage investment 

intended for domest i c market but wou I d discourage ex por t

or i ented i nves tment by mak i ng the necessary impor ts more 

expensive. 
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CHAPTER III 


INTERNATIONAL ARRANGEHENTS 

The spread of trade and commerce due to interdependency 

has interlinked the countries ot the world in such a way that 

the present world is not like the one which it used to be some 

years back where trade and commerce in a narrow constricted 

boundaries of a country was sufficient. The limitlass dasiras 

of human beings have led to the innovation of novel ideas and 

techno I og i ca I deve lopment together with mass product i on of 

goods and its cross-country trade. Isolated survival in the 

present day development is almost impossible. Many 

international arrangements of bilateral and multilateral 

nature have emerged in order to help develop a country for the 

fulfilment of a variety of development requirements. 

Strengthening of the international economy by way of 

international trade and cross-country investment is the 

present day development which is an area of interest for the 

entrepreneurs. This also has necessitated the bilat~ral and 

multilateral arrangements so as to foster the international 

economy in general and international trade in particular. 

Nepal being a poor and land-locked developing country, 

has put its effort in order to meet its basic development 

requ i rements and to enhance its econom i c and merchand i se 

activities through cross-country trade and commerce, with the 

help of bilateral and multilateral arrangements with regard to 
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trade, transit, avoidance ot double taxat10n, investment 

protection etc. 

3.1 BILATERAL ARRANGEHENTS 

The I and - ) ocked pas it i on of Nepa I between two As i an 

giants has put Nepal in such a situation that a balanced 

approach regarding the bilateral relations with both the 

countries is required. Foreign relations have close bearings 

on domestic policies and Nepal's domestic policies are 

exceptionally int luenced by the relationship of Nepal with 

India and China. 

Though a number of treaties have been signed with a 

number of countries, the treaties with India and China are of 

great significance because of common boarders with them and 

the ex i s tence of trade re Iat ions between Nepa I and these 

countries since ancient times. Because of the peculiar open 

boarder between Nepal and India, the Indo-Nepal treaty assumes 

prime significance among the treaties with these two 

countries. 

3.1.1 INDO-NEPAL TRADE AND TRANSIT TREATY 

Though a number of treaties have been signed between 

Nepal and India, with regard to Peace and Friendship, Economic 

Cooperation or so many of political nature or other, the 

Trade and Transit Treaty has a direct bearing on the subject 
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matter relating to foreign investment particularly on the 

matters regarding export trade. 

The trade between the two countries were being conducted 

along customary practices till the Treaty of Peace and 

Friendship and the Treaty of Trade were signed in 1950 

between Nepal and India. This Treaty of Trade and Commerce 

provided impetus to the trade between the two countries, by 

which Nepal enjoyed a fu 1 I and unrestricted right of 

commercial transit ot all goods and manufactures through the 

territory and parts of India. l The treaty was further renewed 

in 1960. 1971. 1976 and 1969 with some modifications. The 

original treaty of 1950 contained the provisions for both the 

trade and trans it, and prov i s ion f or the easy access of 

Nepalese products into Indian market and Indian products to 

Nepalese market was stipulated. 2 The treaty expired in 1970 

while at the same time Nepal signed a treaty of trade with 

East Pakistan. 3 During the talks with India with regard to 

the renewal of the treaty, Nepal raised an issue to 

incorporate the provision to have an access up to the India-

East Pakistan boarder through Radhikapur so as to enhance its 

trade with Pakistan through surtace.· The denial of the route 

by India, created a situation ot anomaly in Indo-Nepal 

relations and the talks failed many times. Finally in 1971 

1 Avtar Singh (ed.). Nepal's Relation with India and 
China. SIBA Exim Pvt Ltd., 1995, p.733. 

2 Art 1. Indo-Nepal Trade and Transit Treaty. 1950. 

3 Supra note 1, p.755. 

Ibid. p. 861. 
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the talks reached a final consensus and a separate provision 

for the transit was stipulated. This treaty for the first 

time contained a provision for the exemption of custom and 

excise duty for Ne~alese products of Nepalese primary 

producers 1n the Indian market. S Again in 1976 on the expiry 

of the treaty of 1971 there was a debate with regard to two 

separate treaties on trade and transit. At this time also the 

talks between two government tailed a number of times. The 

issue raised by Nepal was that of transit. 6 As it was the 

right of a land locked country to have free access to the 

sea,7 the plea taken by the Nepalese government was that the 

transit facilities provided by India was to be provided as a 

matter of right and there should not be any restriction on it 

by way of conditione of renewal of such a treaty.S Finally 

in 1978 two separate treaties on Trade and Transit were signed 

along with An Agreement of Cooperation to Control Unauthorised 

Trade, which, on expiry in 1983 was renewed without any 

modification. In 1989 when both the Trade treaty and Tr~nsit 

treaty expired it took 15 months to get it renewed. 

There was a crisis of consensus for a long time and all 

13 transit points out of 15 were closed down creating a 

situation of economic blockade. Even the position of status 

quo an te was not a I lowed and the peop I e of Nepa 1 faced 

S Art. II Indo-Nepal Trade and Transit Treaty 1970. 

6 The issue was widely discussed in the Indian 
Parliament durIng that time. 

7 Convention on Rights ot Landlocked Nations. 

8 Press release or HMG Nepal on Febrary 1971. 
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hardship even tor their daily commutiities including petroleum 

pruducts. F i na I I y, in December 1991, the democratic 

government at Nepal was able to settle the situation by 

signIng two separate treatIes viz., the Treaty of Trade and 

the Treaty of Transit along with their protocol. 

A provision for the promotion of industrial development 

of Nepal is incorporated in the treaty,9 where India agreed 

to grant specially favourable treatment to import into India 

of industrial products manufactured in Nepal on the basis of 

non-reciprocity in respect of customs duty and quantitative 

restrictions normally appl icable to them. lO The protocol 

states that the Government of India will provide access to 

the Indian market tree at 'basic and' auxiliary' customs duty 

and quantitative restriction, generally, tor all manutactured 

articles which contain not less than eighty per cent of 

Nepalese material or Nepalese or Indian materials. Further it 

has been stipulated that the access of Nepalese products into 

Indian market in the same manner but on a case to case basis 

which contain fifty-five per cent of Nepalese materials and 

Nepalese and/or Indian material. ll 

As Nepal is very much backward and needs an extended 

hand at cooperation for the upliftment of her citizens, it has 

always been the plea of Nepalese entrepreneurs that the 

condition of material and labor content should be lifted from 

9 Art.V Indo-Nepal Teaty of Trade 1991. 

10 Ibid 

11 Art V Protocol to Indo-Nepal Treaty of Trade. 1991. 
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the treaty because of which the industry in Nepal can get 

further boost to enhance its activities and trade with 

I nd 1 a. 12 

3.1.2 SINO-NEPAL TRADE TREATY 

The formal relation between Nepal and China was 

established on August It 1955 by establishing diplomatic 

relations. But since ancient times there existed a relation 

between these countries with regard to the trade and so many 

other political atfaIrs. There has been evidences of even 

marriage relatIon between two royal fami 1 ies of these two 

kingdoms and trade was only concentrated with Tibet and that 

too in customary practices of barter system. 

The first Agreement on Friendly Rolations and on Trade 

and Intercourse between Nepal and the Tibetan region of China 

was signed on September 24 t 1956, which emphasized on 

streng then l!g of economic and trade relations between two 

countries especially thrust has been given to the traditional 

trade relations between Nepal and Tibet region of China. 13 

Principle of equilibrium between the total values of imports 

and exports was adopted on the basiS of which trade was 

conducted. 

12 This issue has been raised by FNCCI in various 
meetings. 

13 Supra note 1. p.1348. 
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A provision with regard to the most favoured nation 

treatment in all matters relating to customs duty and other 

taxes, fees and other charges was stipulated,14 On the other 

hand, border inhabitant of both the countries were entitled to 

conduct their petty traditional trade on the basis of barter 

system without being subjected to any of the provisions of the 

agreement, within an area of 30 kilometers from the border. IS 

Further the Trade and Payment Agreement at 1974 renewed in 

1984 stipulated the provision whereby six trading points 

between Nepal and China was specified for the overland 

trade. 16 Again the 1 ist ot import and export from either 

17countries was also annexed in the agreement. 

The Agreement has also stipulated a provision that the 

inhabitants of bordering locality of either countries, in 

order to conduct their traditional trade. are not required to 

hold passport or visa,18 Only registration of their names 

suffices the requirement. This requirement is also applicable 

to the pilgrims of both the countries. 19 

The Agreement shows that there is no preferential 

treatment of one country's production in other country's 

14 Art V Sino-Nepal Trade Treaty 1956. 

15 Art 1(3), Ibid 

16 Art VII Sino-Nepal Trade and Payment Agreement 
1984. 

17 Annexure Ibid. 

16 Art VIII Ibid. 

19 Ibid. 
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territory. In order to expand the trade, Nepal should put its 

endeavour to have a preferential access of her production into 

the Chinese territory which will enhance the trade potential 

and subsequently the investors, especially the foreign 

investors, can be attracted to market their product in China 

by producing it in a low cost in Nepal. 

3.1.3 INDO-NEPAL DOUBLE TAXATION AVOIDANCE AGREEMENT 

Aa the trade and commerce expands outside the territorY 

and the participatlon of foreign investors increases a case of 

double taxatidn surely arises. To curb this problem Nepal and 

India has entered into the Double Taxation Avoidance 

Agreement~ whereby the entrepreneurs of both the state are 

protected f rom the poss i b Ie ev i I of doub I e taxa t 10n. The 

agreement is appl icable in case of India to the income tax 

lncluding any surcharge thereon imposed under the Income Tax 

Act 1961 and to the surtax imposed under the Companies 

(Profits) surtax Act 1964,20 and in case of Nepal it is 

applicable to the income-tax imposed under the Income Tax Act 

1974. 21 

The agreement provides the relief from double taxation 

in two ways viz., the exemption and credit, where on the basis 

of permanent establishment of the person he is liable to a tax 

in the country where he has a permanent establishment of his 

20 Art 2ta) Indo-Nepal Avoidance of Double Taxation 
Agreement. 

21 Art 2(b), Ibid. 
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business. 22 A provision has been llpulated stating that the 

business profit of an enterprise j-; taxable only in the state 

unless such enterprlse carries or business in other country 

through a permanent establ1shment situated thereln. 23 If it 

conducts its bUS1ness 1n the ator~\entioned way the profit ot 

enterprise is subject to tax on:y so much ot them as is 

attributable to that permanent es ,~blishment.24 

Though the tax paid in one c ntracting state is allowed 

to be deducted pursuant to the domestic legislation, the 

income earned by way of facilities concession or exemption in 

one state do not become deduct ible as per the domestic 

legislation of other. Nowhere in the agreement such a 

provision is stipulated, which, in order to pI'omote tOI'eign 

investment becomes pertinent. 

Double taxat10n avoidance a~reement is such a kind of 

agreement that the absence of which is felt if the trade 

relation with some country incre~ses. In order to enhance 

foreign active participation in economy, Nepal i& required to 

put its ef f or t to enter into ';uch agreement wi th other 

countries too. 

22 

23 

24 

Art 5, Ibid. 

Art 7U). Ibid 

Ibid 
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3.1.4 INVESTMENT PROTECTION AGREEMENT 

Though the foreign investmen~ In developing countries 

has lnoreased, still the investors Bre not in a position for 

their confidence in the investment. It might be due to non-

congenial legal framework or might be due to the lack of 

positive approach. Hence it is quite obvious to seek for some 

of the means which would create a sense of confidence in them. 

In order to create a safe in~egtment environment and a 

sort of guarantee for their Inves1ment, a way of investment 

protection agreement has emerged into the I Imel ight in the 

arena of international investment. 

In the process of making the l"?palese investment climate 

more congenial it has taken up a ~tep for the protection of 

r
•investment made by foreign partie It may be pointed out 

that Nepal is willing to attract i0reign investment in order 

to boos t up its economy. Thus, it can be sai d that the 

i nves tment protect i on agreement tns essent ia I 1y to play a 

vital role in the promotion of for~ign investment. 

Keeping in view the protection of foreign investment, 

the pact (Investment Protection Ap,reement> has been signed 

with UK, Germany and France, unde r wh i ch 1 nvestments enjoy 

f u I I protection and secur i ty. 25 The agreement also 

2S Foreign Investment Opportunities in Nepal, Ministry 
~f Industries, 1994. 
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guarantees tree transfer of payments such as capital profits 

and loan5. 26 

I n the events 0 f disputes concern i ng an i nves tment. 

provision exists for its settlement through the process of 

Arbitration under the International Centre for the Settlement 

of Investment Dispute (ICSID).V 

A provision has been .tirulated with regard to 

encouragement and creati.on of favourable conditions in one 

country for the nationals or compi'llies ot other contracting 

country. The main emphasis has bnen laid down in the full 

protection and security of investment by way of a fair and 

equitable treatment.~ National treatment of the national or 

companies of other contracting coulltry, within the territory 

of one contract i ng s ta te has been the rna i n thrus t of the 

agreementm because of which if the investment of one 

contracting state suffers losses owing to war or other armed 

conflict. revolution, a state of nntional emergency. revolt, 

insurrection or riot in the territory of other contracting 

state, the first contracting state shall have to accord 

treatment as regards restitution, indemnification, 

compensation or other settlement \-lhich should not be less 

30favourable than it accords to its fJwll.nationals. 

26 Ibid. 

27 Art 8 Investment Protection Agreement. 

26 Art 2 ibid. 

29 Art 2t1> ibid. 

30 Art 4l1) read with Art 3 Ibid. 
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A provision pertaining to explopriation states that the 

expropriation of investment except for a public purpose 

related to the internal needs should not be done. If, for the 

above mentioned purposes, the investment is expropriated, a 

provision of a prompt, adequate and effective compensation has 

been stlpulated. 3l 

A guarantee at unrestricted repatriation of the 

investment and returns has been accorded to the investor of 

the other contracting state.~ 

By virtue of Art.8 of the agreement both the contracting 

s ta tes have given the u' consent to submi t to I nterna tiona I 

Centre for the Settlement of Dispute (ICSID) for the 

settlement of dispute by conci 1 iation or arbitration under the 

Convention on the Settlement of Investment Disputes between 

States and Nationals of Other States 1985.~ 

Thus, it can be said that one at the most positive step 

taken by the government in order to promote foreign investment 

in Nepal is signing of pact with regard to the protection of 

foreign investment. 

As such investment is increasing day by day in Nepal, in 

order to activate other countries to invest, it is required to 

enter into such investor protection pact with others countries 

31 Art 5(1) and (2) Ibid. 

32 Art 6 Ibid. 

33 Art 8 Ibid. 
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also. For doing this a selective measure with ragard to the 

choosing of countries for such pact for desired investment 

from desired country can be adopted. 

3.2 MULTILATERAL ARRANGEMENTS 

Multilateral arrangement is equally important as that of 

bilateral agreement or arrangement in order to foster economic 

development in general and foreign investment in particular. 

The investment made in a developing country by the 

developed country may have umpteen numbers of difficulties and 

a constant fear with regard to the non-guarantee of investment 

might become one of the impeding factors in the enthusiasm of 

a foreign investor. To curb this problem quite recently Nepal 

has become a member country of Multilateral Investment 

Guarantee Agency tMIGA). Of course the constitution of world 

trade organization has to have an impact on Nepalese 

investment climate. 

3.2.1 MULTILATERAL INVESTMENT GUARANTEE AGENCY (MI6A) 

MIGA was established on April 12. 1988 as a member of 

Wor 1d Bank Group. 34 I t has he I pad the deve 1opi ng count r i es 

in order to encourage foreign investment in two ways - 1) by 

providing investment guarantee against the risk of currency 

transfer. expropriation, w~[' aTld civi I disturbance and breach 

ot contract by the host government and (2) by advisory service 

MIGA Annual Report 1993. MIGA. p.l. 
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to developing member countries on means of providing their 

attractiveness to foreign Investment. It was formed in 1988 

by 42 World bank member countries, which has expanded to 97 

signatorIes. 

MIGA is designed to encourage the f low of foreign 

private investment to less developed countries by mitigating 

political risks or non-commercial risks, associated with the 

project. 35 1tissues guarantees inc 1ud i ng co- insurance and 

re-insurance against non-commercial risks in respect of 

investments in a member country which flow from other member 

countrles. 36 Together with it carrying out of appropriate 

complementary activities to promote the flow of investments to 

and among developing member countries is the prime objective 

of MIGA.37 

Risks Covered Under "IGA~ 

The following types of risks are covered under MIGAz 

(i) Currency Transfer: Any risks arising out of restriction 

introduced by the host country with regard to the transfer of 

currency of host country into a freely usable currency or 

another currency acceptable to the holder of guarantee. It 

35 Ibid. 

36 Ibid, p.9. 

37 Ibid. 

36 Art 11 Convention EstabJ ishing Multilateral 
Investment Guarantee Agency 1985. 
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also covers the risk created by the failure of host country 

for such transfer within a reasonable time period. 

(ii) Expropriation: Except non-discriminatory measures of 

general application which government normally takes for the 

purpose of regulating economic activities within the territory 

of host government. any other risk arising out of 

expropriation or other similar measures because of which the 

member country is deprived of the ownership or control of. or 

substantial benefit from his lnvestment. 

(Iii) Breach of Contract: Any risk arising out of 

repudlation or breach by host government of a contract with a 

holder of guarantee, if the holder of a guarantee does not 

have recourse to a judicial or arbitral forum with regard to 

such repudiation or breach or a decision by such forum is not 

rendered with i n such reasonab I e per i ad of time or such a 

decision cannot be enforced. 

(iv) War and Civil Disturbance: The risk arising out of any 

military actIon or civil disturbance 1n any territory of the 

host country. 

Nepal joined 111GA on September 23, 1993 with the 

expectation to create more favourable and congenial atmosphere 

with regard to the foreign investment in the country. Till 

now it covers the risk only in Khimti Hydro-Electric Project 

invested by Swiss investor and Nepal government. It is 
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expected to have more and more foreign investment with the 

help of MIGA. 

3.2.2 WORLD TRADE ORGANIZATION (WTO) 

Most developing countries impose certain conditions on 

foreign investors referred to as 'investment measures'. They 

Impose obligations like use at specifled percentage of locally 

pr'oduced raw materials or components, local equity 

export performance and control on imports 

r' e qui r i n g for e 1 Ii! n i Ii V est a r s to u 9 e do m e 9 tic B u P P lie s • The 

main idea behind these measures is to regulate the operation 

ot foreign investors and to protect local industries from 

unfair competition.~ 

In order to expand and further liberalise world trade, 

it has been an argument that certain investment measures can 

cause trade restrictive and distorting effects and should 

therefore be removed. 

The emergence of WTO, at the wake of restructuring of 

the internatlonal economy, has been welcomed by most of the 

developed and developing economies. it has been set up under 

the prov i s ions of the Uruguay Round G I oba I Trade Accord 

concluded in Geneva on 15th December 1993, which provides a 

forum for multilateral trade negotiations, conducts periodic 

39 Harrick and Kindelberger. Eoonomio Development. 
McGraw Hill Book Company 1983. p.475. 
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review of member-country trade policies and cooperates with 

the World Bank and International Monetary Fund. 40 

The provisions with regard to the investment measure 

have been dealt under the TRIMS agreement under GATT, whereby 

the removal of such investment measures inconsistent with the 

proviSions of GATT Rules IS emphaSIsed. On the other hand, 

because of the pecul iar needs of developing countries. such 

countries are free to deviate temporarily to a certain 

extent. 41 

As regards national treatment of foreign enterprise a 

provision has been stipulated under which the contracting 

parties are bound to provide national treatment to the 

enterprlse of another contracting party's enterprise. 42 

With regard to the protection of intellectual property 

rIghts. a separate agreement has been entered into on the 

auspices of GATT, which in other words, can be referred to as 

'Trade Related Intellectual Property Rights <TRIPs), whereby 

every member country is required to protect all types of 

intellectual property rights. 43 No differentiation between 

Mittal D.P., Law Relating to Copyright. Patent and 
Trademark and GATT, Taxmann Al lied Publications <P) 
Ltd., 1994, p.460. 

41 Art 4 Agreement on Trade Related Investment 
Measures, GATT Final Text. 

42 Art 2 Ibid. 

43 Art 27(1) Agreement on Trade Re I a ted As pects of 
Intellectual Property Rights, Ibid. 
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process and product patent has been made and al I are subject 

44to a protectIon tor a term of 20 years. 

Although Nepal is not a member country of WTO, it has 

already envIsaged all the measures except product patenting in 

its legIslative framework. As for instance TRIMS is not at 

all existed as investment in all the areas is open for a 

foreign investor and there is not even compulsion with regard 

to the expor t and 'I oca 1 content·. National treatment to 

foreign investment enterprise is also accorded and the same 

faci I ities and incentives have been accorded to a foreign 

investment enterprise as that of domestic enterprise. 

So tar Intellectual property right is concerned, only 

the process is patentable in Nepal and the protection is 

granted tor a period of 21 years for all kinds of patent 

registration. This implies that there is nothing inconsistent 

with TRIPs in the domestic legal framework except product 

patenting. Upto now, the statistics shows that the number of 

domestic patent is only 15 while foreign patent is 20. It 

shows a lower level of technological development. If product 

patent also be granted, it will be a stimUlant in the system 

to have a better technological development. Immediately it 

may not yield such a drastic difference, but in long run it 

is beneficial to the country for its development. For. this 

wi II be a tactor inf luencing in the field of technology 

transfer too. 

44 Ibid. 
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Thus, the legal frame-wock of Nepal is nowhere 

inconsistent with the provisions of GATT final text except for 

product patent and has provided al I sorts of facilities to a 

foreign investor, which WTO intends from other countries to 

offer. 
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CHAPTER IV 


PROBLEMS IN THE PROMOTION OF FOREIGN INVESTMENT IN NEPALI 

Though there ar e few cases of fore i gn i nves tment and 

technology transfer in Nepal and it has forwarded steps to 

enhance the foreign investment by way of a host of incentives 

and tacilitles. as has been stated earlier, stil I the desired 

amount ot investment in the des i red area to promote the 

multltarious development has not been fructified. 

As it is a new concept for Nepal, both the government 

and foreign investors are in a state of perplexity with regard 

to so many aspects. For instance, the government is not being 

able to identify the area where such investment can play a 

vital role in the development of the economy. Similarly 

foreiin investors are also reluctant to invest because of the 

lack of proper information with regard to the legal framework 

and technical manpower along with marketing facilities. 

Undeveloped infrastructure has always been an obstacle for a 

foreign investor. 

For convenience and better understanding of problems, 

they are dealt separately under two heads. Firstly it is 

dealt with regard to the problems faced by the government, and 

secondly the problems faced by foreign investors. F i na I 1 y. 

the rooms for improvement are identified. 

This Chapter is mainly based on the interviews with 
different concerned government officials and 
various industrialists. 
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4.1 Problems Faced by Government 

Though a number of policy improvements have been made 

with regard to the foreign investment promotion in Nepal, 

sti II the government has been facing problems which can be 

summarised as follows: 

(a) Identification Stage: 

At the identification stage itself government has been 

facing the problem. The main problems are the following: 

(i) Identification of Areal Because of geographical 

peculiarity and odd situation of Nepal having open boarder 

with India and land locked position of Nepal coupled with the 

extreme poverty, the required amount of foreign investment in 

the des i rous area i IS a I So not com i ng up. It i 15 pushi ng the 

country towards the dependency rather than self sufficiency. 

Though the industries of national priority have been 

fixed in the annexure of the Industrial Enterprises Act. 

nowhere in other Acts the priority list for the foreign 

investment has been stipulated. If the priority list for the 

foreign investment is fixed. it will be easier for the 

government to attract the foreign investment in the desired 

area. 

Identification of Genuine Investor: The motive of all 

the investors to invest in Nepal is not similar. Bonafide as 
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well as malicious intention can be found on the part of 

investors. Though all the investors are attracted by the 

profit motive, even then the malicious motive can be found. 

The government at this stage has remained completely 

unconcerned about their motives. In most of the Cases it is 

found that the investors are using Nepal as a tax heaven, and 

are able to Siphon the national economy. On the other hand, 

Indian investors are found to have a motive of acquiring the 

nationality certificate so as to become the citizens of Nepal 

as well as India. Thus. because of the problem regarding the 

ide n t i fica t ion 0 fin vest 0 r s • the genu i n e in vest 0 r s are get tin g 

lots of hassles to get their projects approved. 

<iii) Identification of Technology: The poor knowledge of 

recent technological development in the world associated with 

insufficient technical manpower, have been able to pose a 

problem with regard to the identification of the technology. 

The problem has been further geared due to the lack of 

research and development (R & D) in the country. 

It is possible to get obsolete technology rather than 

modern and efficient technology due to lack of efficient 

manpower and sufficient knowledge on the subject matter. This 

is sufficient to push a country centuries behind in the 

industrial development. 
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(b) I.ple.entation Stage: 

The problems faced by the government at the stage of 

implementation. that is to say. the working of toreign 

investment companies within the country are categorized under 

this head. 

(i) Lack of Legislation: The dearth ot legislation with 

regard to the proper direction to toreign investors is another 

problem faced by government. Because of the modern 

technology, the indigenous technological development is being 

marginalised. Though the Constitution of Kingdom of Nepal 

states about the promotion of indigenous technological 

development, nothing seems to have been done to promote it. 

A proper legislative framework in order to enhance the local 

technological development is very much needed. 

Protection ot envlronment and the diminision ot possible 

devas ta t i on or the prope r compensa t i on to the af f ected sect ion 

by way of legislation in the event of catastrophe has become 

indispensable in order to have a healthy growth of the 

industries. The lack of legislations like Monopolies and 

Restrictive Trade Practices <MRTP) and Consumer Protection has 

been felt in this regard. in the absence of which foreign 

investors are being able to exploit the general masses of 

people. 
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4.2 Problems Faced by Investors 

As has already been discussed that foreign investors are 

attracted by hassle-free envIronment for investment, Nepalese 

government has put its effort in order to promote the foreign 

investment in the country. Even though, presenoe of so many 

hurdles and inoonveniences. the affirmative steps forwarded by 

the government is being proven faded. The problems faced by 

the foreign investors are of umpteen variety. It ranges from 

unavoidable geographic constraints to avoidable internal 

ar rangement. Despite of unavoidable circumstances, if the 

internal arrangement is made a positive one, the foreign 

investment can be flourished. 

For the oonvenienoe the problems faced by them (foreign 

investors) are classified under the following headsl 

(a) Identification Stage: 

At this stage a forelgn investor finds the following 

difficul ties: 

(i) Identification of Area of Investment: 

When a foreign investor steps In regarding his 

investment. he is completely unaware of the feasible area. 

where he can Invest in order to get a good return. He is 

virtually in a state ot darkness. Due to the laok of 

prelimInary survey of feasibility or the appropriate 
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lnformatlon the burden 11es on him even to make feasibility 

study, which may become a factor for their repul$ion. 

Identification of Local Partner: 

Even if he takes the pain of feasibility study, he might 

not be able to make 100 per cent of equity investment which 

wDuld compel him In search of a local partner. Due to the lack 

of proper information and track record of local entrepreneur, 

the toreign investor faces a number of problems with regard to 

the identification of a perfect local partner. Moreover, the 

requirement of minimum of three persons in order to establish 

a company becomes a burdensome task tor a foreign Investor. 

(b) Implementation stage: 

At this stage foreign investors seem to have a number 

of problems which can be put under the following folders: 

(1) Lack of natural resources and technical manpower: 

The I ack of natura I resources has become one of the 

challenging obstacle tor a foreign investor. The non

avai I abi I i ty of such resources IS one aspect, but even the 

available natural resources are not explored properly due to 

which a foreign investor has to spend money for the import of 

raw materials from other countries which. because of non

exploration remains untouched and unutilized. The government 
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should reprioritlze the industries and should give more 

concession to the excavation industries. 

The lack of technical manpower is another aspect which 

necessitates the foreign expatriates in order to work in 

Nepa 1. In order to curb this a huge mass of the technical 

manpower is required to be trained. A proper education 

channel should be set up in the country in order to produce 

such technical manpower. Thus. for the government to playa 

role as facilitator, it is essential to enhance the education 

system and promote technical institution. 

(ii) Lower Infrastructure Develop.ent: 

The lower infrastructure development Js another 

drawback which is creating ~ condition of reluctance on the 

part of foreign investors. Though one window policy has been 

adopted by the government, it is quite often criticized to 

have multi-doors. The Export Processing Zone is another area 

of concern for the foreign investors, the lack of which has 

also further influenced the foreign investors. 

(iii) 	 Bureaucratic Harassment, Discriminatory Treatment and 

Corruption: 

Though the policy framework has been changed and the 

system has taken a leap from protective measure to open and 

I iberal pol icy, sti 11 the hangover of past. that is to say 

red-tapism. has not been able to be wlped out properly from 
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the system. A foreign investor has to face umpteen number of 

bureaucratic harassment as if they have come to snatch their 

grasp. On the other hand, while giving the facilities and 

concession too they are discriminated. It has been the 

feelIng of the foreign investors that even for the facilities 

clearly accorded by the Act. they have to knock the door of 

judicIary in order to enjoy it. The corruption prevailing in 

the system has been another means of harassment. 

Lowers domestic market and land-locked position of Nepal 

ha~ also the bearing on the motive of foreign investors to 

invest in Nepal. but these are unavoidable circumstances and 

most of the foreign investors are fami I iar to the fact and 

they are not troubled by these problems. 

4.3 The Areas where the Response is Required 

As it has been seen that in order to deve I op the 

industrial sector Nepal has put its effort by liberating its 

economy to a certaln extent, but nowhere it seems to 

materialise the commitment of the constitution with regard to 

the promotion of indigenous investment. Indigenous 

industrialisation requires a certain level of protection which 

in order to develop 'hand in hand' with foreign investment 

companies. 

There can be a number of measures by which foreign 

enterprlses mlght have advantages over the domestic 

enterprises. These measures may be fair or unfair. As a 
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yardstick certain legislative framework is required to 

invalidate the unfair means adopted by certain sect of 

industries or companies, which in other way provides ample 

opportunity to domestic industrialisation to be protected and 

come down in a fair competitive environment. National 

interest has also to be protected from the unfair encroachment 

of foreign investment companies, which necessitates a number 

of measures by the action of which a balanced growth of both 

the sectors can be achieved. 

Anti-Monopoly Act, Consumer Protection Act, laws 

relating to public liability insurance are certain areas by 

the action of which a balanced growth can be achieved to avoid 

the concentration of economic power in the hands ot few 1n a 

fair just and equitable way. It is also the fundamental duty 

of state enshrined in the Directive Principles of State Policy 

at the Constitution of Kingdom of Nepal. With reeard to the 

aforementioned areas government seems to be completely 

ignorant. This ignorance is because of the low level of 

industrialisation within the country. 

As the country has already opened up its economy and 

started to receive foreign investment projects, it has become 

an area where the delayed response can become another factor 

tor the havoc. Hence an Immediate response 1s required from 

the government with respect to proper legislative framework. 

In order to prevent malfunctioning of industrles due to 

unhealthy competition. 
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ForeIgn IndIrect Investment 1s another area where the 

government has not been able to adopt any policy or legal 

framework. A vast capital can be acquIred by thIS process. 

Therefore. the government is also required to put its effort 

in aforementioned areas for the proper functioning of the 

economy at large. 

(a) Laws on Honopoly and Restrictive Trade Practioes 

ConcentratIon of economic power in the hands of few is 

directly related to the prevailing gulf between the haves and 

have nota. It is the responsibility of a state to distribute 

the income from the rich class to poor for their uplittment. 

The constitutIon of the KIngdom of Nepal consists thIS goal as 

the directive principle of state policy. The concentration of 

economIc powers in the hands of few necessari Iy means the 

deprivation ot a mass of people. who are economically weak, 

from their participation in the economy.2 

The companies or enterprises having enormous economic 

strength are sometimes successful in marginal ising competitors 

and monopolising the market. After the achievement of which 

they become a factor in the deterioratIon of the market by 

maintaining prices at an unreasonable level. by preventing 

competition in the production, supply or distribution of goods 

or services. 3 There are a variety of measure Ii which. if 

2 Singh A., Law of Monopolies and Unfair Trade 
Practices, 3rd Edition, Eastern Book Company 1993, 
pp.4-5. 

3 lbid p.6. 
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adopted, will unreasonably increase the cost of production or 

hike the price ot a product or services. To curb these market 

evils laws on monopoly and restrictive trade practices has 

come into the picture. because of which the investors freedom 

of action is regulated.· 

Investors in order to monopolize the market may adopt 

measures which in the common business field is termed as 

restrictive trade practices. Mitigation of this problem 

necessitates a law which has a direct relation with the 

subject matter. 

Though Nepa I has a very low indus tr ia I base and low 

domestic market, it has not yet come into the effect of such 

practices. But on the other hand, the opening up of the 

market to the foreign investors points out to such kind of 

practices. A timely thought can prevent such factors which 

might devastate the economy in general. 

As f ore warned is f ore armed, Nepa I has to be fore 

armed to ensure such happenIngs mitigated properly and timely. 

This has necessitated a leglslation to be enacted before the 

problem may arlse and make the machinery defunct. 

(b) Consumer Protection and Foreign Invest.ant 

Gone are the days when the principle of 'caveat emptor' 

was the slogan of the time. In theory market driven force by 

Ibid p.l. 
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its invisible hands automa~ical ly diminishes the substandard 

products which in the competitive atmosphere of open market 

economy will not be ab I e to compete with the high qua Ii ty 

products. But the practice is something different. I n the 

absence of we I I equ i pped and equal competitor foreign 

investors are able to drive the market in direction wherever 

they want. Even the substandard and low quality products are 

oapable of being sold in high prices. In order to curb this 

problem the Consumer Protectlon Ac t h as b ean evo ) va d • S Wl'th 

the action of thlS Act. the ill-lnformed incompetent consumers 

are being protected from the products or services which are 

substandard. It is the presumption of the Act that the 

consumers are willing to pay only for the quality products and 

services. If he pays, he deserves the best. 

The foreign investors do not come to invest in other 

country only for the production of exportable goods, but they 

are equally attracted by the consumer market of the host 

country. Hence the freedom of the action of foreign investors 

is regulated by way of Consumer Protection Act. 

Nepal. in the lack of consumer protection legislation 

may have such kind of problem in future. Hence, it is exigent 

to enact a legislation pertaining to the protection of 

consumers. 

5 Vats R.N .• Consumer and the Law. Universal Book 
Traders 1994, p.2. 
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(c) Foreign Indirect Investment 

In the process of generation of foreign capital, 

foreign indirect lnvestment is equally Important as that of 

foreign direct investment. 6 

Till today nothing has been done with regard to this 

indirect investment. The present status of industrial 

development also does not indicate towards the urgency but in 

the near future together with industrial development, indirect 

investment by way of GDR and ADR issues or offshore banking 

may be relevant. 

Therefore. it is necessary to think from now itself in 

order to curb the problems foreseeable. On the other hand, 

Nepalese entrepreneurs or investors are restricted from 

Investment abroad. An Act Relating to Restriction on 

Investment in Foreign Countries 1964 empowers the government 

to exempt certain restrictions by specifying the types of 

investment. I imit. duration and other necessary conditions 

with regard to such investment. 

This Act can be proved good because of the prevailing 

special circumstance of Nepal but because of lack of mechanism 

relating to the tapping of such investment made by investors 

the Act has become Inefficacious and investors are investing 

abroad without hesitation. Hence such a obsolete Act should 

6 Apte P .• Globalisation of Indian Capital Market. a 
paper presented In a seminar- on Capital Market, 
Bangalore 1994. 
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be repealed. As Nepal has already adopted an open and liberal 

pol icy, such an Act seems to have a negative impact on the 

entrepreneurs lnvestlng abroad. 

(d) Public Liability and Environ.ental Protection 

It is true that foreign investment brings with it a 

number- of advanced techno I og i es but it is a 1 so a rna t ter of 

fact that along with new and advanced technology, a number of 

pt'oblem51 and hazards too is brought in, which cannot be 

mitlgated with a lower technological knowledge of the host 

country.7 Even peop I e rema i n unaware of the hazard \IIhen 

actuE.t.1 hazard has already been takifl: place because of their 

poor knowlodge on the subject matter. 

In the dearth of appropriate legal framework. if such 

catastrophic effects happen to occur. then no one becomes 

liable in order to soothe the masses of innocent people who 

are inhabitants of such locality where the catastrophe occurs. 

the i ncomparab I e env i ronmenta I de g rada t i on and devas ta t ion 

remains unabated. The distortion created by such hazardous 

calamity will be translated into the curse of god and the 

sufferers of such catastrophe remain unheard ilnd 

unrepresented. 6 

7 A Vie tnamese Proverb - "When you open the window 
not on I y the wi nd but the mud and dust may a I so 
come in". cited by Clarke M•• Protection and 
Foreign Investment in the Asia Pacific Economic Co
operation Region, Journal of World Trade, Vo1.29, 
No.2, April 1995, p.l05. 

8 Baxi U•• Address delivered at a seminar on Changing 
Investment Climate in India (1992) 4NLSJ. 
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In this context environment laws and policies an Act 

relating to Public Liabi Ilty Insurance essentia Ily has 

something to do for the better protection of the flora and 

fauna of such locality.9 The endangering effects of such 

conduct can be minimised or wei I compensated. That is what we 

should look into. 

In the arena of expanded world trade and 

multinational ism such happenings are of quite frequent 

occur rence and his tory has ev i denced the ca tas trophe and 

aftermaths. The glarlng example in this regard is the Bhopal 

Tragedy case where thousands of innocent victims lost their 

1 ivas and even who survived the catastrophe are leading 

disrupted. disabled. dislocated and impoverished life. In 

such pathetic situation can not a multinational whose 

irresponsibility caused all the catastrophe be prosecuted and 

made I iable for damages? Again a series of questions may 

arise with regard to the liability. Is it a liability of the 

local company for the negligence in operating the plant and 

failing to provide sufficient warning to potential victims of 

the catastrophe? Is it a liability of the parent company for 

its negligence with respect to training of persons to operate 

the plant. designing the plant or controlling its subsidiary_ 

It can be argued that the government or regulating authority 

of the host country or the local government of such locality 

where such plant is situated is I iable in this regard for 

being negligent in regulating the safety conditions in the 

9 Ibid at p.107. 
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plant or for giving permissIon to establish such a plant 

10without knowing the consequences. 

A clear policy and a transparent act in this regard is 

necessitated by the history of catastrophe. 

Transpor ta ti on a f hazardous was t. is another aspect 

whi ch is necessary to be dea I there. Umpteen number of 

hazardous waste products may come out from different kinds of 

plants which. it not managed properly, may create numerous 

catastrophes. ll In order to compete with the challenges of 

tomorrow. it is suggestive to be prepared from today itself. 

So. as the protectIve measure most of the countries in the 

world today have shown their diligence in order to manage the 

waste products which is otherwise another major cause of 

devastation. I dent if i ca t i on of such hazardous wastes and 

proper management and transportation of such wastas has to be 

done cautiously while taking them to the dumping sites. 

Recycling of waste products has become a matter of pride 

in the present day context. Though as a way to make the world 

pollution free and in order to protect the environment the 

recycling plants are being established. It is found to be one 

of the excel lent ways to preserve the nature. Simultaneously, 

in the name of recycling. the third world today has become a 

dumping site for the so called industrialised countries. In 

10 Rosencranz et.al., Environmental Law and Policy in 
India. Cases. Materils and Statutes, Tripathl 1991. 

11 Ibid. 
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the name of recycling the waste products those garbages are 

dumped in the third world and are recycled in the recycling 

plant in the third world. Hence. the restriction. by way of 

legislation, on the importation of hazardous waste products. 

even for the purposes of recycling should be imposed so as to 

help stop the country to be a dumping site of the developed 

country. 

Though, env i ronmenta I protect i on has been accorded a 

prime importance in the constitution and has been recognized 

as a subject matter of public interest litigation. the lack of 

environmental protection Act and Public Liability Insurance 

Act has made the task more complicated. As Nepal is heading 

towards the maximization of foreign investment. stil I there is 

lack of such Acts which regulated for the better protection of 

environment and the people living in that environment. The 

urgency in order to enact the legislation is felt in this 

regard. 
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CHAPTER V 


EPILOGUE 


The popularity of liberalised trend in todays world 

indicates that perhaps it is a new model of development. 

After the collapse of the former USSR, this emerging trend 

has got a prominent footing. With the advent of this, 

perception towards foreign investment has been changed with 

respect to the promotion of it rather than prevention. 

This resulted in easing of reservation against it and the 

legal frame work is made more liberal and transparent one. 

ForeIgn investment in today i& perspective is seen as 

a spur in economic development along with social and 

economic upliftment of the people. Nepal being a small, 

land-locked, poor country having a low technological 

development. has no alternative rather than inviting 

foreign capital for its multidimensional development. Even 

the available natural resources require a foreign hand for 

its exploitation in an efficient manner. 

By realising the bitter fact of its underdevelopment, 

Nepal has put its efforts in order to liberalise the legal 

frame-work to suit the present day requirement by making 

the atmosphere for investment a congenial and liberal one. 

This has been accorded so as to achieve a maximum benefit 

from the efficient utilization of foreien capital in terms 

ot national development. One of the chief factors among 

various factors influencing directly or indirectly posing 
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hurdle in the flow ot foreign capital and technology, is 

the loosely formulated pol icy frame work and myopic legal 

system. 

In order to achieve a goal of faster development of 

the nation, maximising foreign capital investment is 

equally important as that of direction of its flow. At the 

outset it should be the effort of the government to 

maximise the f low of foreign capital and then a proper 

direction or channeling of it would add further impetus in 

the development process. 

5.1 Maximising Foreign Investment 

The progressive step taken by the Government of 

Nepal. with modification of its legal regime in order to 

receive foreign investment for the achievement of objective 

of increased industrial production to meet the basic need 

of people, is appreciable. It has been the aim of 

government to create sufficient employment opportunity and 

improve balance of payment through increased import 

substitutIon and export. 

Despite of so much of efforts, the hurdles. as 

communicated in preceding heading, role of foreign 

investment in the development requirement is not being 

fructified. If obstacles are done away with the goal of 

maximisation of foreign investment can be achieved. 
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The exclusion of cottage and small scale industries 

from foreign investment is justifiable but even excluding 

medium scale industries having fixed asset less than Rupees 

two crores is a barricade in the maximisation of foreign 

investment. This requirement bars the medium enterprise of 

foreign origin to invest in the country. It also bars 

service industries which might not require such a huge sum 

of fixed asset in order to operate. The bus i ness of 

industries can be performed by Nepalese citizen through 

proprietorship also. Foreign investment should be 

encouraged in medium scale proprietorship firms or one man 

companies, if of course allowed to be registered. 

Till now foreign investment is permissible only in 

industrial and banking sector. anu quite recently the power 

sector has also been opened up. Other sectors of 

infrastructure sector as wei I as financial service sector 

required to be opened for receiving foreign capital or 

assistance. In order to help develop a country in a 

dynamic way, such areas should not be kept away from 

foreign investment 

So far the facilities and incentives are concerned, 

although the Act equally provides for the investors, 

domestic as well as foreign, without any prejudice. the 

bureaucratic harassment and discriminatory treatment in 

providing incentives stil I stands in the way of industrial 

growth. 
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Identification of local partner is one of the 

problems faced by the foreign investors. Publ ication of 

names and address of various domestic investors desirous to 

collaborate with foreign enterprises in various areas 

together with their track record, would facilitate the 

potential foreign investors to acquire the information 

regarding a suitable partner. In order to maximise foreign 

investment in export oriented area, the environment for the 

export trade should be made congenial one. For the 

attainment of this, the trade relation between Nepal and 

its neighboring countries India and China should be 

reviewed and preferential treatment of Nepalese product 

into the market of these countries should be sought to be 

incorporated in the treaty without any pre':'condition of 

material and labour content. 

Similarly, Nepal should put its effort to get the 

transit facility provided by India as a matter of right. 

This would create a situation of serenity with regard to 

the transit of goods for export to the countries other than 

India. The subsequent effect of this wi 11 be in the 

maximisation of foreign capital in export oriented area. 

As Nepal already has entered into this sort of 

agreement with India, Nepal should endeavour to enter into 

agreement regarding the avoidance of double taxation with 

other countries according to the volume of trade. 
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Another aspect in maximisation of foreign investment 

in the investor's protection agreement. This agreement has 

been concluded by Nepal with UK. Germany and France. Now 

it should be the effort of the country to enter into such 

agreement with other countries which has investors in 

Nepa I . The institutional isation of arbitration process 

through a domestic institutional arbitral body is another 

factor which. by giving additional advantage over present 

ad hoc system can give a sense of confidence to a foreign 

investor. It wil I in other way help maximise the foreign 

i nves tmen t. 

5.2 ~oreign Investment in Desired Area 

The specification of priority areas for the foreign 

investment and granting of more facilities tor the 

investment in such areas can be one of the better means to 

divert the flow of investment in desired area. I n order to 

suit the development requirements of a country such 

proiritization of areas should be envisaged in the. Act. 

Though Act specifies the areas of national priority, it is 

again made without considering the feasible areas of 

investment. A due consideration to the areas of interest 

of foreign investors should also be given, because of which 

a desired amount of lnvestment in the desired area can be 

obtained. Whi Ie setting the priority area for foreign 

investors along with due consideration to the interest of 

investors, the emphasis should also be given to the 

building of infrastructure, as it is considered to be one 
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of the most essential factors for a developIng country 

like Nepa I . Together with these two steps, labour 

intensive industries could be made a point of attraction 

for investors by way of added facilities and concession. 

Investment Promotion Board working for the promotion 

of industries is over bureaucratized and the representation 

of private entrepreneur in the Board is very low. As the 

strategy can be achieved from people participating in the 

field, the over bureaucratlzed body would not be able to 

suggest the ways and means for future development. Thus, 

the over-crowded bureaucratic body should be reduced to a 

minimum and the participation of private entrepreneurs 

should be increased which wil I be another step in order 

to allocate the strategic area for the investment. It has 

to be an independent body. 

5.3 Necessity of Regulatory Regi.e 

In the present trend of liberalization of economy the 

role of state is brought down to a minimum in economic 

affairs. Certain quarters of the society have expressed 

their dissatisfaction in this regard. It is true, that in 

a developed I iberal democratic country state may take a 

minimum role but in the prevailing situation of extreme 

poverty and underdevelopment, a state like Nepal cannot 

permit its government to play exclusively a role of 

facilitator. The state has to assume more responsibilIty 

of a welfare nation. The Constitution of Nepal reposes the 
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responsibility on the state to uplift the social as wei I as 

economic status of its people. Thus it becomes a necessity 

to frame a minimum regulatory regime in order to make the 

foreign capital work in a direction of development 

requirement of the country. The regulatory regime. thus, 

tor the purpose of directing the investment in a productive 

area can be imposed in two-fold way: (1) by regulating NNC 

activities, (2) by protectIng the domestic enterprises from 

unhealthy competition and unfair practices. 

While imposing regulatory regime it should not be In 

the form of control I ing device and the protection for 

domestic enterprises should not over protect which results 

in pampering of domestic enterprise. MNCs should be 

directed to invest in an area where the development 

planning requires and the local enterprise should be 

protected from unfair practices of NNC. For this purpose 

laws on monopoly, consumer protection, public liability and 

envIronmental protection should be enacted with urgency. 

While protecting domestic enterprises with certain level of 

protection at the initial stages it should be lifted soon 

the enterprise stabilizes. An Act relating to the 

rehabi I itation of sick industrial unit is essential in thls 

regard. 

Research and Deve lopment (R~D) is anot her factor 

where a supportive hand of government is required to be 

extended. The development of local industries in the 

absence of such a facility cannot be ensured. Thus for 
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domestic technological development, government should 

through proper education policy produce a qualified 

manpower and make the hand available to the domestic 

industries. 

In order to have the technological development the 

horIzon of patent protection should be broadened by 

allowing the product patent too. A separate enactment for 

the technology transfer purpose is beneficial. In order 

to do so the provision in foreign investment and technology 

transfer Act regarding technology transfer should be 

separated. 

Thus a proper legal regime should be ensured with a 

well designed industrial pol icy in order to attract foreign 

investment. 
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RECOMMENDATIONS 


1. 	 The Industrial Policy should be reformulated in order 

to give priority to the industries yielding long term 

benefit together with import substitution and export 

promotion. A separate Technology Transfer pol icy 


should be drafted. 


2. 	 The foreign investment policy should be reformulated 

to maximise the foreign investment. 

3. 	 New legislation should be passed with urgency on the 

following: 

1. 	 Consumer Protection 

2. 	 Environmental Protection and Public Liability 


Insurance 


3. 	 Monopoly and Restrictive Trade Practices 

4. 	 Rehabilitation of Sick Industrial Unit 

5. 	 Foreign Indirect Investment 

6. 	 Technology Transfer 

4. 	 The fol lowing amendments should be incorporated: 

a) 	 Foreign Investment and Technology Transfer Act 

1. 	 Priority areas exclusively for foreign investment 


should be incorporated in the Act. 
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2. The Act should recognize foreign investment in 

other infrastructural areas and financial 

services including insurance sector. 

3. 	 The requirement of Rs.2,OO,OO.000 fixed asset 

should be lifted in order to facilitate other 

medium scale industries to receive foreign 

investment. 

4. 	 Foreign investment should be made accessible for 

proprietorship flrms through joint ventures. 

5. 	 The provision tor transfer of technology in 

Foreign Investment and Technology Transfer Act 

should be separated. 

b) 	 Industrial Enterprises Aot 

1. 	 Added facilities and incentives should be granted 

to the investment in 'pioneer area'. 

2. 	 The Industrial Promotion Board should be made an 

independent body with more representation from 

the industrialists. 

3. 	 The represen ta t i on of pi' i va te en trepreneures 

should be increased in one window committee. 

120 

... -_...... _--



c) Patent, Design and Trademark Act 

The area of patent protection should be broadened 

by allowing product patent too. 

d) 	 Arbitration Act. 

The Arbitration Act should be amended to 

incorporate lnstitutlonal arbitration. 

5. 	 The following Act should be repealed. 

a) 	 An Act Prohibiting Investment in Foreign 

Countries. 

6. 	 Modification suggested in Treaties and Agreements 

a) 	 Endeavour should be made by the government to 

obtain to incorporate a preferential treatment 

tor Nepalese products into Indian market without 

any preconditions of material and labour content. 

b) 	 Endeavours should be made by the government to 

obtain the facility of transit provided by India 

as a matter of right without making it subject to 

renewa I. 
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c) 	 Double Taxation Avoidance Agreement (O'rIlA) should 

be entered into with other countries too. 

Priority should be given relying on volume of 

trade. 

d) 	 Investor Protection Agreement should be entered 

into with other countries having potential 

investors. 

7. 	 The following policy recommendation should be 

considered; 

a) 	 Government should try to increase the number of 

qualified technical manpower by means of proper 

education policy, specially in the area of 

telecommunication, electronics and computer ... 

science. 

b) 	 Government should endeavour to increase 

promotional drive and communicate with developed 

as weI I as developing market economies about the 

information on investment. 

c) 	 Due to small resource base and small domestic 

market big multinational companies may not be 

attracted. Therefore, the possibi I ity of foreicn 

i nves tment from t he count r i es of South Asian 

region should be emphasised. 
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Foreign Investment and 

One-Wi.ndow Policy 1992 


I. Bas;kground ; 

The wave of changes in the world 
economic order has affected all national, big 
and small. In the process of adjusting the 
economy in line with these changes 
neighboring countries have also adopted an 
open and liberal policy for strengthening 
their economic system. Accordingly, _it is 
necessary for Nepal to introduce timely 
changes ana reforms in various sectors of its 
economy-i:o introcl.uce dY.f'lamism in- the 
process of economR' dev-elooment. -In thiS 
context, it is opportune for us to make foreign 
investment attractive by framing a timely, 
liberal and open policy. The elected 
government has expr,essed strong 
commitment to this goal \ from the very 
beginning. Accordingiy, this policy dU01ment 
clearly explains the objectives of foreign 
investment, the forms of such investment, 
their procedural aspects, the facilities and 
concessions to be provided to them, the quick 
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and efficient administrativ~ and institutional 
services to be made available through an one
window system and such other aspects with 
the belief that implementation of this policy 
will lead to the import of capital, modern 
,~echnology, ~anag~Ill~n~ t~, 
access ro Internatlunal markets, development 
orcompeili~es and awar~f 
~vitY:and therebyheipln
the ~~nt oranindustri~Lcultur.e in
the priVate sector. 

2, 	 Objective: 

2.1. 	 To bUild a strong and dynamic 
economy by generating addi tional 
opportunities for i,ncome and 
employment through expanding
productive activities. 

2.2 To increase the participation of the 
private sector in the process of 
industrialization . 

2.3 	 To increase productivity by 
mobilizing internal resources and 
materials in productive sectors and 
by importing.. foreign capital, 
modern. technology management
and technical skills. 

2.4 	 To increase the competitiveness of 
Nepalese industries in interna

. tional markets. 

2 

3. 	 Forms of Fou:ing Inyestment : 

3.1 	 Equity investment made by foreign 
investors in the form of foreign 
currencies or capital assets and 
rein vestment of the income 
therefrom; 

3.2 	 Loans obtained in the form of 
foreign currencies or capital assets. 

3.3 	 Use of rights, specialization, 
formulae processes and patents 
relating. to any technology of 
foreign origin. 

3.4 	 Use of foreign-owned trade-marks, 
good will. 

3.5 	 Use of foreign technical, 
consultancy, management and 
marke ting services. 17 

:t 

4. 	 Permission for Industries to b e 
'1l1en~'Established under Foreign Invest~ e t. 

4.1 	 Foreign investment in the 
industries classified in annex 1 
shall not be permitted. In case of 
other industries, permission for 
foreign investment should be 
obtained. 

4.2 	 Foreign investment will" be 
permitted up to 1 00% in large and 
medium scale industries. 
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4.3 	 Permission may be granted for th~, 
transfer of technology in cottage 
and small industries. 

5. 	 Provision for Repatriation; 

Foreign investors who have received 
permission to.invest in convertible currency 
can repatriate the following amounts outside 
Nepal at the prevailing ra te of exchange. 

5.1 	 The amount received by sale of the 
whole or any part of the equity 
investment. 

5.2 	 The amount received as benefits 
or dividends from foreign 
investment. 

5.3 	 The amount received as payment 
of principal and interest on foreign 
loans. 

5.4 	 The amount received under an 
agreement for the transfer of 
technology. 

5.5 	 The amount received as 
compensation for the acquisition of 
any property. 

5.6 	 Foreign experts, working in 
Nepalese industries with prior 
approval from countries where 
convertible currencies are in 
circulation, shall be permitted to 
repatriate in convertible currency 
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up to 75 percent of the amount 
received by them as salaries, 
allowances, etc. 

Facilities and Concession~6. 
6.1 	 The following facilities will be 

granted to industries established 
with foreign investment. without 
prejudice, to avail the additional 
facilities, if any, available under 
the Industrial Enterprises Act. 

6.1.1 	 Interest income on foreign loans 
will be taxed at a rate of fifteen 

percent only. 
6.1.2 	 Royalties, technical and 

management fees will be taxed at 
a rate of fifteen percent only. 

6.1.3 	 No income tax will be levied on ¥-.....---	 --.tlie Income ~amed from exports. ~ 
6.1.4:fi\d~str~ estabiishea-with 

foreign investment are entitled to 
enjoy all the faciii ties and 
incentives including income tax 
facilities 	 provided to local 
investment 	under the Industrial 
Enterprises Act. 	 '• 

7. 	 Other Facilities; 

Facilities on Electricity- Industries 
7.1 

will be given priority in the 
supply of electricity. No fee will be 
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charged if an industry gene~ates 
electricity for its own use. 

7.2 	 Relief from Double Taxation- For 
the purpose of avoiding double 
taxation on incomes of foreign 
investors, HMG will take 
necessary action to conclude 
agreements for the avoidance of 
double taxation with the countries 
of the concerned foreign 
investors. 	 " 

7.3 	 Custom duty, excise duty and sales 
taxes levied on raw materials and 
auxiliary raw materials of export 
oriented industry will be 
reimbursed to the exporters on the 
basis of the quantum of exports 
within 60 days from the receipt of 
the application for such 
reimbursemen t. 

7.4 	 Industries exporting 90% or more 
of its total production are entitled 
to enjoy the same facilities 
provided to industries established 
in the Export Processing Zone. 
The bonded warehouse facilities 
will also be continued. 

7..5 In case an indus try sells its 
product within the country in 
foreign currency, the excise duty 
levied on the quantity so sold and 
the custom duty, excise and sales 
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taxes levied on the raw materials 
used in such products shall be 
reimbursed to such industry 
within 60 days upon the receipt of 
application of such 
reimbursement. 

7.6 	 Custom duty, excise duty and sales 
taxes levied on the production of 
intermediate goods used in the 

~ ',, production of exportable goods 
shall be reimbursed to the 
exporter on the basis of the 
quantity of goods exported within 
60 days from the receipt of the 
a pplica tion for such 
reimbursement. 

7.7 	 Priority will be given to arrange 
infrastructure facilities required 
for the establishment of 
industries. 

7.8 	 Government land and land 
within the Industrial districts will 
be made available to industries for 
the establishment of industries on 
a priority basis. 

7.9 	 No 'intervention will be made in-....
.	fIXing prices of the products of any 
industry. 

7.10 	 No taxes will b~ be levied on 
machinery and equipment, raw
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materials and finished products of 

industries established within the 10. Arbitration; 

Export Processing Zone. 


10.1 If the foreign investor, the8. Visa arranggments : 
concerned industry and the 
Department of industry fail to8.1 A non-tourist visa will be granted 
settle among themselves anyto a foreign investor or his 
dispute concerning foreignauthorized representative as well 
investment, it will be settled byas their dependents to stay in Nepal 
arbitration.for the period during which a 

10.2 Arbitration will be held according~oreign investor maintains his/her J_1 
to the prevalent arbitration rules mvestment. 
of the United Nations 
Commission for Interna tional 

I 8.2 A I).on-tourist visa for six months 
Trade Law (UNCITRAL). will be granted to any foreign 

10.3 The arbitration will be held ininvestor who has come to Nepal to 
Kathmandu.undertake research and study with 

11. Arrangements Relating to the Qnethe purpose of investing in Nepal. 
Window System; 

The following arrangements will be
8.3, If. any foreign investor makes a 

made to provide services .through an onelump sum investment equivalent 
window system to the industries operatingto more than US$ 200,000 in 
under foreign investment. Convertible foreign currency, the 


investor and his/her dependants 

11.1.1 Pel1l1ission and Registration:will be granted permanent resident 

In odder to provide 'in quick andvisa for the period he/ she 
effective way the approval, facilities )maintains his/her investment in. 
and other administrative service tt>the industry. 	 - "'-" 
be established under foreign 

9. Industries not to be nationalized - no 	 investment or technology transfer 
industries will be nationalized. 	 agreements and in order to 


establish effective co-ordination 

among various agencies. the 


,#.. 
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Department of Industry will be project within 30 days from the receipt 
designated as an one window of the application. 
servicing agency with the 11.1.4. The facilities and concession to which 
industrial Promotion. board as a the industry is entitled to will be 
focal point as spelt out in the specified in the letter granting 
industriol Enterprises Act. approval. , 

11.1.5. Application for the registration of an 
11.1.2 The following one-window com	 industry should be submitted to the 

mittee 	will be formed to provide Department of Industry within 35 days 
asinfrastructure' facilities such from the date of receipt of approval for 

registration, land, electricity, water 
/-
) I foreign investment. The industry will 

and facilities on taxation, etc. under be registered within 21 days from the 
an one-window system fpr industries date of receipt of the application. 
to be established wi th foreign 
investment. 11.2; Institutional Arrangements; 

One - Window Committee 11.21. The Depaz:tment of IndustrY will 
be reorganized and expanded 

1. 	 Director General, Convener wi th the aim of promotion of 
Depa!tment of Industry foreign investment, granti!,g 

2. 	 Joint Secretary, Member approval an.d providing facilities 
Ministry of Industry and administrative services 

3. 	 Joint Secretary, Member through the one-window system. 
Ministry of Finance The Department Will be upgraded 

4. 	 Joint Secretary, Member and the status of the Director 
Ministry of Commerce General will be made equivalent 

5. 	 Chief Controller, Member to the position of an A~itional 
_ •..,/<

Nepal 	RastrEl Bank Secretary of HMG. 
11.2.2. The power and authority relating 

11.1.3. The 	 Department of Industry will to the provision of facilities and 
inform the applicant of the decision of services of the agencies such as 
the Board on a foreign investment Ministry of Finance and its 
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Departments, Department of ANNEX-

Commerce, Nepal Rastra Bank, 
Department of Immigration etc, 
will be delegated to the one

Industries prohibited for grant of 
approval under foreign investment. 

window committee. 
I 1. Defence industries which produce items 

11,3. Other Arrangements; I like military armaments,ammunition or 
explosive materials. 

11.3.1. Industries established under this 
policy will continue to enjoy all , 

2. Cigarettes and Bide· 
time-bound facilities to which / -..' 

they are entitled even in any 3. Alcohol (excluding lOOr. export or 
subsequent change is made in yeast~d). 

this policy. 
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INDUSTRIAL POLICY, 1992 

In order to create an environment 
. necessary to enable the private 'sector to play 
a princip~l role in the industrialization 
endeavour of the country, the public sector 
industries will mostly be privatized and no 
private sector industries will be nationalized. 
At the same time,' Government will make 
no interference in' fixing the price of 
industrial products other than creating open 
and competitive atmosphere. If necessary, 
during the initial period of industrialization, 
Government may establish, in the form of 
joint ventures either with the national or 
foreign private sector of foreign 
governments, some of the industries which 
the private sector is reluctant to set up but 
essential for the national economy as a 
whole. However, the shares owned by 
government and public sector corporations 
of such industries will also be gradually 
transferred to private sector. 

A policy of determining the wages on the 
basis of productivity will be adopted. 
Assistance will be provided to rehabilitate 
the sick industries which' are found feasible 
to rehabilitate but those sick industries 
which cannot be rehabilitated and will only 
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be burdensome for the national economy 
shall be allowed to close down after 
payments of wages and facilities to the 
labourers and employees. 

Private sector participation will be 
encouraged also in community and private 
fores t develop men t, genera tion :M.ld 
distribution of hydro-electricity, and in 
construction and management of nursing 
home, hospital, power propelled railway, 
roads, bridges, tunnels ropeway etc. 

1. Objective 
1.1 	 To increase the contribution of 

industrial sector to the national 
economy through the enhancement 
of industrial production and 
productivity. 

1.2 	To emphasize the development of 
the indus tries utilizing local 
resources and industries which are 
export oriented. 

1.3 	To reduce the pressure of 
unemployment and under 
employment in agriculture sector 
through the development of labour 
intensive industries. 

1.4 To 	 adopt appropriate policy 
conducive to industrialization for 
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the balanced regional development 
of the country. 

2. 	 PoliC):': 

2.1 	 To develop the industries through 
healthy competition in order to 
utilize the comparative advantage 
of the country. 

2.2. 	To protect industries through 
custom duties. 

2.3 	 To eliminate, as per time-bound 
schedule, the protection accorded to 
the industries. 

2.4 	 To develop industries utilising 
national labour, skill and resources 
as well as industries having 
national importance. 

2.5 	 To accelerate the economic 
deveiopment through export of 
industrial goods. 

2.6 	 To emphasize development of 
small, cot tage and agro-based 
industries in order to create the 
employment opportunities 
particularly jn rural areas. 

,y:7 	To attract the foreign investment 
and to emphasize the -transfer of 
advance technology and efficient 
management. 
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Strategies 

3.1 To liberalise and simplify the 
procedures for the establishment, 
expansion and modernization of 
industry. 

3.2 To provide all the ,necessary 
services to be accorded to 
industries through one window 
system. 

3.3 

3.4 

To emphasize development of 
competitive import substitution 
industries in the country itself in 
order to reduce the pressure on 
the economy resulting from 
imports of daily consumer goods 
and construction materials. 
To make the industrial protection 
system simple and transparent. 

3.5 To encourage ind ustrial 
investment in underdeveloped 
areas in order to achieve balanced 
regional development. 

v 3.6. To make necessary arrangements 
in order to meet as much as 
possible the requirement of 
skilled industrial manpower 
wi thin the country and to 
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conduct all the rela ted training 
and research programmes in an 
integrated way. 

3.7 	 To provide additional incentives 
to the entrepreneur reinvesting 
his profit to his own 'industry or 
to other ancillary industries. 

3.8 	 To carry out the restructuing 
programme wi th a view to 
rehabilitate the sick industry after 
reviewing the condi tions of such 
industry. 

'1L 3.9 	 To make the necessary 
insti tutional arrangements for 
prod uctivitiy im provemen t, 
through the upgra~ation of 
technical know-how and 
efficiency of the industries in 
order to compete in the free and 
competitive world market. 

3.10 To take ahead the 	production and 
prod uctivi ty im provemen t 
campaign. 

3.11 	To take measures to minimize the 
adverse effect to environment 
while establishing, expanding 
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and modemizing the industrial 
units. 

3.12. 	 To conduct skill development 
programmes for the development 
of skilled manpower. 

..jl:: 3.13 To reserve the cottage and small 
scale industries for Nepalese only. 
However, technology transfer 
will be permi tted in these 
industries. 

3.14 	 To transfer the state owned 
industries to private sector in a 
phased manner. 

3.15 	To prepare and implement in a 
phase~ manner the guidlines 
relating to environment and 
pollution in order to control and 
mitigate the impact of industrial 
pollution on environment, 
residential area, national heritage 
etc. 

4. Classification and Scale of Industr}: 

For the purpose of industrial 
ldministration and facilities, industries 
are classified and scaled as stated below. 
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4.1 Oassification 

4.1.1 	 Manufacturing Industries
Industries which produce 
goods by utilising of 
processing raw materials, 
semi processed materials, or 
by-products or waste products . 

4.1.2 	 Energy Based Industry
Industries generating energy 
from water resources, wind, 
solar, coal, natural oil and gas, 
bio-gas or any other sources. 

4.1.3 	 Agro and Forest Based 
Industry - Business mainly 
based on agriculture and 
forest such as ~ntegrated 
sericulture and silk 
production, horticulture and 
fruit processing, animal 
husbandry, poultry farming, 
fishery, tea gardening and 
processing, coffee farming and 
processing, herbiculture and 
herb processing, vegetable 
seed farming, floriculture, 
agro-forestry, community and 
private forestry etc. 
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4.1.4 

4.1.5 

4.1.6 

4.1.7 

Mineal Industry - Mineal 
excavation, porcessing. 

Tourism Industry - Tourist 
lodging and motel, hotel, 
resturant, resort, travel 
agency, skiing, gliding, wa ter 
rafting, cable car complex, 
pony-trekking, hot air 
ballooning, parasailing, golf 
course, polo, horse riding etc. 

: , 
Service Industry- Workshops, 
printing press, consultancy 
services, ginning and baling 
businesses, cinematography, 
construction business, public 
transportation, photography, 
h~spital and nursing home, 
educational insti tutions, 
laboratory, air service, cold 
storage, etc. 

Construction Industries
Road, bridge, tunnel, 
ropeway, flying bridge, 
railway, trolley bus and office, 
commercial and residential 
complex etc. 
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4.2 

4.3 

4.3.1 

4.3.2 

4.3.3. 

4.34. 

Addition in thf~ classification 
of Industries - Industrial 
Promotion Board may add in 
the classification of industries. 

Division of Scale 

Traditional Cottage Industry 
The traditional industries 
mobilizing specific skill of 
local raw material or 
resources and labour 
in tensive and' related with 
national customs, arts and 
cuI ture as mentioned in 
Annex- 1. 

Small Industry - Industries 
other than traditional cottage 
industries with a fixed capital 
investment not exceeding RE. 
10 million. 

Medium Industry - Industries 
with fixed capital investment 
of between Rs. 10 million and 
Rs. 50 million. 
Large Industry - Industries 
with the fixed capital 
investment more than Rs. 50 
million. 
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5. 	 Industrial Licensing and Registration 
S.l. 	 A license is not' required for 

establishment, expansion and 
modernization of industrial 
enterprises except those related 
with defence, public health and 
environment as mentioned in 
Annex 2. Decision to grant the 
license or not will be made within 
30 days upon receipt of the 
application for the license. The 
cottage industries should b,e, 
registered within 6 months after it 
comes into operation, but for other 
industries registration is 
compulsory before coming into 
operation. No feasibility study is 
required for the industries for 
registration. The applic:lnts will be 
informed about the registration 
within 21 days of his application. 

5.2. 	 Permission should be taken for 
foreign investment in. industries. 

6. 	 Facilities 
6.1. 	 No income tax, sales tax. and 

excise duty shall be imposed on 
traditional cottage industries. 

6.2. 	 Income tax shall be, exempted in 
the. case of manufacturing 
industries (other than cigarette, 
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bidi, alcohol, vegetable ghee" 
plastics and electronic assembly 
industries), energy based 
industries, agro and forest based 
industries (other than saw mill 
and catechu 'industries) and 
mineral based industries for a 
period of five years from the 
date of its operation. 

6.3. 	 Income tax shall be exempted for 
a period of seven years from the 
date of operation in case of 
industries of national priority as 
listed in Annex 3. 

6.4. 	 No income tax shall be imposed 
on the export-earnings. 

6.5. 	 Industries are entitled to a 
reduction in tax rate on each 
incorr:e tax slab by 5 percentage 
points. 

6.6. 	 Industries (other than cigrarette, 
bidi, and alcohol) established in 
the remote, undeveloped and 
underdeveloped districts listed 
in Annex 5 will be granted a 
rebate of 50 percent, 20 percent 
and 10 percent of income tax and 
25 percent, 15 percent and 10 
percent of excise tax respectively. 
If the classification of annexure 
is changed and in consequences 
of which the industry is 
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deprived of granted exemption, 
in such case the industry shall 
still be enjoying the exemption 
for a period of 5 years from the 
date of commencement of its 
operation. 

6.7. 	 Industries are entitled to add 33 
percent to the rate of 
depreciation allowed under the 
income tax law. 
Industries established as Public 
Limited Co. with a minimum of 
15 percent of shares distributed 
to more than 100 persons and 
listed in the stock exchange are 
entitled to a 5 percent reduction 
in corporate tax. 

6.9. 	 In case of industry which 
diversifies itself through the 
reinvestment of expandsd its 
installed capacity by 25 percent 
or more, or modernizes its 
technology or develop the 
ancillary industries, it may 
deduct 40 percent of new 
additional fixed assets from its 
taxable income. Such remission 
may be deducted in lump sum 
or in installments within a 
period of three years. 

6.10. 	 Permission will be granted for a 
reduction up to 50 percent from 
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the taxable income for the 
investment of an industry on 
equipment of process to 
minimise pollution. 

6.11. 	 An exemption of the income tax 
up to a period of.5 years shall be 
gran ted to the prescribed 
industries related to tourism, 
services and construction as 
notified in the Gazette by HMG 
on the basis of recommendation 
of Industrial Promotion Board. 

6.12. 	 Pre-operation cost covering the 
expenses of skill development 
shall be allowed to be 
capitalized. 

6.13. 	 10 percent of the gross profit is 
allowed as a deduction against 
net income on account of 
expenses rela ted with 
technology or product 
development and efficiency
improvement. 

6.14. 	 No income tax will be imposed 
on dividends received from 
investment on industries. 

6.15. 	 While assessing the net income, 
an amount of up to 5 percent of 
gross income shall be allowed to 
be deducted as expenses for 
items as donation to school, 
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colleges, university, religious 
places and social works. 

6.16. 	 Up to 5 percent of gross income 
spei.1t for advertisement of the 
products or promotion services, 
for hospitality or any similar 
expenses shall allowed to be. 
deducted while assessing the net 
income. 

6.17. 	 Manufacturing, en~rgy based, 
agro based, forest based and 
mineral based industries (other 
than cigarette, bidi, alcohol, saw 
mill, catechu) which utilize 90 
percent or more of the 10caHy 
available raw materials for their 
production and not listed in 
Annex 3, shall be granted 
inc~me tax exemption of 
additional 2 years. 

6.18. 	 A single industry providing one 
thousand or more direct 
employment shall be granted 
income tax exemption of 
additional two years. 

6.19. 	 In case an industry utilizes the 
locally available raw materials, 
chemicals and packing materials 
etc. on which excise duty, or 
sales tax or both are already 
imposed on, the excise duty, 
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sales tax or both will be refunded 
to the industry. 

7: . Infrastrudural Services 

7.1-	 Priority will be given to the.. 
industries in providing electricity, 
water and communic;ation 
facilities. 

7.2. 	 Industries will be given priority 
for Government land and in 
Industrial Districts for the 
establishment on industries. 

B. 	 Special Facility for Export Oriented 
Industries !'

8.1. 	 The custom duty, excise duty 
and the sale taxes imposed on 
raw materials and auxiliary raw 
materials of export oriented 
industry shall be reimbursed to 
the exporters on the basis of the 
quantity of the export within 60 
days upon the receipt of the 
application for such 
reimbursement. 

8.2. 	 The industries exporting 90 
percent or more of their 
products are entitled to enjoy 
the same facilities as has been 
provided to the industries 
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established in Export Processing 
Zone. 	The bonded warehouse 
facilities shall be continued. 

8.3. 	 In case an industry sells its 
product within the country in 
foreign currency, the excise duty 
and sales taxes imposed on the 
quantity so sold and the custom 
duty, excise duty and the sale 
taxes imposed on raw materials 
used in such products shall be 
reimbursed to such industries 
within 60 days upon the receipt 
of the. application for such 
reimbursement. 

8.4. 	 The custom duty, excise duty 
and sale taxes imposed on the 
production of intermediate 
goods used in the production of 
exportable goods shall be 
reimbursed to the exporter on 
the basis of the quantity of 
export within 60 days upon the 
receipt of the application for 
such reimbursement. 

9. Other Facilities 
9.1. 	 In the case of goods which may 

be brought into Nepal at 
artificially lowered prices, 
import duties will be imposed 
so as to ensure that the level of 

16 

protection granted to local 
industries is maintained. 

,I 9.2 	 No industry shall be 
nationalized. 

9.3. 	 A rehabilitation programme for 
sick industries will be launched 
after conducting feasibility 
studies for the rehabilitation of 
such industries. 

9.4. 	 Arrangements will be made to 
avail the forests on lease or 
contract basis to forest products 
based industries. 

10. Availability of facilities 

10.1. 	 The license or letter of 
registration will specify the 
f~cilities to be granted to the 
industries, the responsibilities of 
the industrialists and the terms 
and conditions to be observed by 
them. A separate committee 
will be constituted with a 
representative of the private 
sector to resolve any problem 
faced by industrialists due to 
non-availability of facilities so 
mentioned. If an entrepreneur 
fails to comply with the 
condition to be observed by 
them, HMG can at any time 
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facili ties for the skill 
cancel the license or registration. development training, 
The concerned industrialist will management training, technical 
be given adequated opportunity and consultancy services, 
to presen t his case before machines and equipments, raw 
cancelling such license or materials and marketing net· 
registration. work for the' products in an 

10.2 Enterprises will continue to integrated way for the cottage 
enjoy incentives and facilities and smal) scale industries which 
entitled to them by the act are based on local raw-materials, 
legislated under tllis policy for labour aIUI. the traditions. 
the period specified by the same 11.3. Industriel District Management 
act, without let or hindrance, Company Limited- Industrial 
not withstanding the amend· sheds and the lands owned by 
ments in this policy regarding industrial estates shall be sold to 
classifications or facili ties or the industrialists with the 
incentives. condition of using them to run 

i!ldustries. The management of 
11. Industrial Support Service the industrial estates shall be 

11.1. Industrial Promotion Board:· A transferred to the industrialists 
high level Industrial Promotion within the estates. Industrial 
Board as per Annex 4 shall be District Management Company 
constituted to accelerate the pace Limited shall be made active in 
of ind ustrializa tion by establishing new industrial 
coordinating the policies among estates with total of partial 
the policy level institutions as ownership of the private sector. 
well as at the level of HMG may provide additional 
implementation. facilities to the industries 

established within the industrial 
11.2. Institutional Arrangement for estates. 

Cottage and Small industries -
An institutional a-rrangement 
shall be made to provi,de 

1)9 
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11.4. 	 Arragement for Finance for 
Small and Cottage Industries - A 
separate arrangement shall be 
made for providing loan for 
fixed and working capital for the 
small and cottage industries. 

11.5. 	 Institutional Arragements for 
Technology Development and 
Transfer- A Technology 
Development and - Transfer 
Agency shall be established in 
order to ma~e the process of 
technology development and 
transfer more effective as well as 
to support the process of 
ind ustrializa tion through 
proper import, development 
and management of the 
technology. It will disseminate 
the information and related 
statistics on technology and 
technology transfer to the 
industrialists free of charge. 

11.6 	 Export Processing Zone - Export 
Processing Zone shall be 
estabHshed with a view to 
acceleratre the pace of industrial 
develpment as well as to 
minimise the adverse effects on 
the balance of payments. No 
taxes shall be imposed on 
machine equipments, raw

2n 

11.7 

11.8 

materials and the exportable 
products of the industries 
established in the Zone. 

Industrial Manpower and 
Productivity Council - Industrial 
Manpower ~nd Productivity 
councill shall be set up with the 
representation of HMG, 
employees and private sector to 
make the industrial sector more 
efficient and productive by 
counducting the productivity 
enhancement and skilled and 
efficient manpower supply 
programme as a national 
campaign. The Economic 
Service Center shall be 
entrusted to carry out this 
productivity programme as a 
separate project until the new 
arrangement is made. 

Special Arrangement f 0 1;' , 

Environment and Industrial: 
Pollution Control - A separat~ 
unit will be established.in tht> 
Ministry of Industry to 
formulate Policies, guidelines 
and standards to check and 
minimise the adverse effects of 
pollution due to industrial 
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11.10 

growth. Arrangements shall b~ 
made in the Department of 
Industry, manning it with 
qualified and skilled, manpower, 
to conduct environmental 
impact assessment during the 
period of licensing itself. The 
Bureau of Nepal Standard and 
Metrology will be strengthened 
to develp standareds to assess 
and monitor indus trial 
pollution. 
Monitoring and FoUow up Unit 
- A Monitoring and Follow up 
unit shall be set up in The 
minisry of Industry with the 
participation of private sector to 
investigate and monitor the 
i~plementation of industrial 
policy and related aets and 
regulations. This unit shall also 
monitor and manage the 
possible monoploy tendency 
that could arise in the industrial 
sector. 
Establishment of CQmpany 
Registrar Office - A company 
registrar office shall be set up for 
the administration and 
registration of company related 
with industrial and commercial 
sectors as well as for the 

22 

management of issues fof 
shares, bonds, and debentures of 
the public limi ted companies. 

11.11 	 Arrangements for One window 
'Services - To provide the 
facilities mentioned in the 
policy without any difficulties a 
high level committee 
comprising the heads of related 
departments' shall be set up 
under the industrial Promotion 
Board. 
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Annex -1 
TRADITIONAL COTIAGE 

INDUSTRIES 

Handloom, Paddle Loom, Semi 
Automatic Loom, Warping, Dyeing and 
Printing Works, Tailoring, Knitting, Hand 
Knitted Woollen Mat and Blanket (Radi 
Pakhi), Hand Knitted Woollen Carpet, 
Pashmina, Woolen Garments, Carpentry, 
Wooden Artistic Products, Cane And 
Bamboo Works, Natural Fibers Products, 
Hand Made paper, Gold, Silver, Brass, 
Copper Works and Ornaments, Sculptures, 
Precious and Semipresious Stones, Honey, 
Chyuri, Cardamon, Processing, Pottery, 
Leather Cutting and Tanning, Rural Tanning 
Cobblers, Jute, Sabai Grass, Choya, Cotton 
Thread, Leather Goods, Artistic Products 
made up of Bones and Horns, Stone 
Carving, Metal Based on Precious and 
Semiprecious Stones, Fine Arts, Pauw, 
Boutique, Goods Based on Hand Made Paper, 
Incense Stick (Dhup), Dolls and Toys, Stone 
Studded Philgiree Products. 

NQtg:

1. 	 Unless otherwisre specified each 
individual machine of the above 
mentiGned industries should not. 
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employ through electric motors or 
diesel or petrol of crude oil engine more 
than one horse power. 

2. 	 License is required for establishment of 
mechanised spinning and mechanised 
carpet manufacturing. 
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Annex -2 
DEFENCE RELATED INDUSTRIES 

Industries producing traditional and modern 
arms and ammunition, gunpowder and 
explosives, security printing, currency and 
coins. 

Industires Affecting Public Health and 
Environment 

Ciggaratte, Bidi, Modern Leather Tanning, 
Beer and Alcohol, Sugar production, Pulp 
and paper, Cement, Textile Washing and 
Dyeing, Bitumen, Chemicals1, Fertilizer, 
Pesticides, Lubricating Oil Producing 
Industries, Foam, Carpet Washing and 
Dyeing, Soap, Electro-Plating, Photo 
Processing, Tyre Tubes, LP.G., Petrol and 
Petroleum Products2, Mineral Based Large 
Industries, Hydro Electricity Generating 
Plant, Stone Crushing, Forest Based Medium 
and Large Scale Industry, Paints, Brick 
Making. 

1 Industries producing chemicals as 
sulphuric acid, nitric Acid, methyl iso 
cyanate, sodium silicate, caustic soda etc 
are classified as chemical industries. 

2 Processing industries utilising Petrol Diesel, 
Fuel Oil. Natural gas, Naphtha etc as raw
materials are clasified as petroleum and 
Petroleum Product Industries. 
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Annex -3 

INDUSTRIES COMING 

UNDER 


NATIONAL PRIORITY 


1. 	 Modern Sugar and K,handsari Mills 
2. 	 Modern Mills Processing Local Oilseeds 
3. 	 Integrated Dairy (Including Animal 

Husbandry) Industry 
4. 	 Fruit and Vegetable Seed Production 
5. 	 Tea and Coffee Farming and Processing 
6. 	 Fruit Processing 
7. 	 Herbs Farming and Processing 
8. 	 Baby Food and Hygienic Food Industry 
9. 	 Leather Processing and Leather Goods 

Producing Industries 
10. 	 Commercial and Professional Tools and 

Implements Industries 
11. 	 Slate, Stone and Concrete Block 

Industry 
12. 	 Cotton, Woollen, Silk yarn and 

Industries Based on Them 
13. 	 Paper industries-Vlriting, Printing and 

News print Paper 
14. 	 Education Materials and Stationeries 

Industries 
15. 	 Pharmaceutical 
16. 	 Medical Equipments and Tools 

Producing Industry 
17. 	 Engineering Industry (Including 

Agricultural and Industrial Tools and 
Equipments) 
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18. 	 Insecticides and Pesticides Industry 
19. 	 Chemical Fertilizer (Excluding Blending 

and Mixing) Industry , 
20. 	 Industry Manufacturing Energy and 

Fuel Saving Devices 
21. 	 Industry Manufacturing Pollution 

Control Devices. 
22. 	 Industry Based on Waste Products 
23. 	 Hydropower Genera tion and 

Distribution 
24. 	 Hotel, Resort 
25. 	 Road, Bridge Tunnel, Rope Way, Flying 

Bridge Railway, Trolley Bus and Office 
and Rsidential Complex (Excluding 
Real Estate Business) 

26. 	 Mineral Based Industry 
27. 	 Industry Utilizing Hydroel Ectricity as 

Main Component as Caustic Soda, 
Chlorine and Aluminium Smelter etc. 

28. 	 Hospital, Nursing Home. 
29. 	 Computer Software 
30. 	 Export Oriented Agro-based Industry 
31. 	 Precision Goods. 

COMPOSITION OF INDUSTRIAL 
PROMOTION BOARD 

1. 	 Honourable Minister / 
State Minister for Industry chairman 

2. 	 Honourable Assistant' 
Minister for Industry Member 

3. 	 Honourable Member (Industry), 
National Planing Commission " 

4. 	 Governor, Nepal Rastra Bank " 
5. 	 Secretary, Ministry of Industry It 

6. 	 Secretary, Ministry of Finance " 
7. 	 Secretary, Ministry of 

Commmerce " 
8. 	 Secretary, Ministry of Tourism " 
9. 	 Rf'presentative, Federation 

of Nepal Chambers of 
Commerce and Industries " 

10. 	 Two Reputed Pers~nalities 
From Industry, Commerce and 
Tourism Sector II 

11. 	 Director-General, Member Secretary 
Department of Industry 

The Board May Invite Others if ,it Feels 
Necesary. 
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THE FOREIGN INVESTMENT AND 

TECHNOLOGY TRANSFER ACT, 1992 

AN ACT' MAPE TO PROVIDE FOR 

MATIERS RELATING TO 


FOREIGN INVESTMENT AND TECHNOLOGY 

TRANSFER 


Preamble: Whereas, in the process of industrializ.ation of the country, 
it is expedient to promote foreign investment and technology transfer for 
making the economy viable, dynamic and competitive through the 
maximum mobiliz.ation of the limited capital, human and the other 
natural resources, 

Be it enacted by Parliament in the twenty first years of the reign of 
His Majesty King Birendra Bir Bikram Shah Dev. 

1. 	 Short Title and Commencement: 

(1) 	 This Act may be called "THE FOREIGN INVESTMENT' 
AND TECHNOLOGY TRANSFER ACT, 1992". 

(2) 	 It shall come inlo force at once. 

2. 	 Definitions; 

Unless the subjcct or context otherwise requires, in this Act,

(a) 	 "Industry" me<lns any industry as referred to in Section 3 
of ule Industrial Enterprises Act, 1992. 

(b) 	 "Foreign Investment" means Ihe following investment 
made by a foreign investor in any industry; 

(1) 



(l) 	 Investment in sharc, (Equity) 

(2) 	 Reinvestment of thc earnings derived from the invc.wncnl as 
refcrred to in sub-section (1) above, 

(3) 	 Investment made in the form of loan or loan facilities. 

(c) 	 "Technology Transfer" means any transfer of technology 
to be made under an agreement between an industry and 
a foreign investor on the following matters: 

(1) 	 Use of any technological right, specialization. formula, 
process, patent or technical know-how of foreign origin. 

(2) 	 Use of any trademark of foreign ownership. 

(3) 	 Acquiring any foreign technical. consultancy. management 
and marketing service. 

(d) 	 "Foreign Invcstor" means any foreign individual, firm, 
company or corporate body involved in foreign 
investment or technology transfer including foreign 

i government or international agency. 
-I
" il (e) 	 "Board" means the industrial promotion Board 

Constituted under Section 12 of the IndustrialI! 
n 	 Enterprises Act, 1992. 
_l 

ii 	 "Department" means the Department of Industries or 
Department of COllage and Small Industries of HisIi 

Ii Majesty's Government or any other department, office or 
II 	 agency as specified by His Majesty's Government 
1\ 
II 
11 (g) 	 "Prescribed" or "As prescribed" means prescribed or as
Ii
I- prescribed in rules made under this Act or in an order 

issued by His Majesty's Government by notification 
published in we Nepal Gazette. 

3. Permission to be obtained: 

(1) 	 Permission of the Department shall be required to be 
obtained for foreign investment or technology transfer. 

(2) 


A person desiring to avail the 	 foreign investment or(2) 
technology transfer shall be rquired 10ma k e an 
application to we Department in the prescribed form 
alongwith the prcscribed particulars for obtaining 

permission in wat behalf. 

If an application is made pursuant to sub-seclion (2) above, 
(3) 
the Deparunent shall, in accordance with the decision of the 
Board, grant permission wiwin thirty days from we date of 
application. The Department shall communicate the decision 
so made by we Board to the applicant 

Notwithstanding anything contained in sub-sections (I) and(4) 
(2) above, no permission shall be granted for making foreign 
investment in industries producing alcohol. cigarettes or bidi. 
other than those alcohol, cigarenes or bidi industries which 
e,;porl cent percent of its products. and in industries 
manufacturing arms and ammunitions. 

4. Iechnol0I:Y to be Transrerred: 

(1) 	 Only we transfer of technology may be allowed in we 
cottage and small industries and we mediurp industries wiw a 
fi,;ed asset of up to twenty million rupees. 

Before entering into an agreement for the transfer of(2) 
technology pursuant to sub-section (1) above, it shall be 
necessary to obtain the permission of we Department in 
accordance wiw Section 3. 

s. facilities and Concessjoos: 

A Foreign Investor shall be levied La,; at a rate of only 15(1 ) 
percent on we income received from the interest on foreign 
loan, royalty, technical and management service fees. 
A Foreign Investor making inveslment in foreign currency (2) 
shall be entitJed to rcpatriate the following amount outside 
lhe Kingdom of Nepal:

The amount received by we sale of we share of foreign (a) 
investment as a whole or any parlwere of, 

(3) 
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(b) 	 the amount received as profit or dividend in lieu of the 
forcien illvCsUllent, 

(c) 	 the amount received as the payment of the principal of 
and interest on, any foreign loan. 

(3) 	 A Foreign Investor shall be intilled to repatriate oUL<;ide the 
Kingdom of Nepal tile amount received under an agreement 
for the transfer of technology in such currency as set forth in 
the concemed agreement. 

6. 	 Prv\'isiQns Relating to Visa: 

(I) 	 A foreign national VlSltlllg the Kingdom of Nepal in 
connection with undertaking. any study or carrying out any 
research with the objective of making investment in the 
Kingdom of Nepal shall be provided a non-tourist visa for up 
to six months, 

(2) 	 A Foreign Investor and/or his dependents or his authorized 
rcpresentati ve shall be, for the purpose of stay in the 
Kingdom of Nepal. provided a non-tourist visa: 

Provided that a Foreign Investor, who at a time, makes 
convertible currency investment in an amount more than one 
r:lillion United States dollars and his dependents. shall be 
granted a residential v isa until such investment is retained. 

7. 	 Settlement of Disputes: 

(1) 	 If any dispute arises between a Foreign investor, national 
investor or the concerned industry. the concerned parties shall 
be required to settle the dispute by mutual consultations in 
the presence of the Depanment. 

(2) 	 If the dispute could not be settled in the manner as referred to 
in sub-section (I) above, it shall be settled by arbitration in 
accordance with the prevailing Arbitration Rules of the 
United Nations Commission on International Trade Law 
(UNCI1RAL). 

(4) 

(3) 	 The Arbitration shall be held in Kathmandu. The laws of 
Nepal shall be applicahle in arbitration. 

8. 	 Power to Frame Rules: 

His Majesty's Government may frame necessary rules for carrying 
out the objectives of this Act. 

9, 	 Ihis Act to Prevail . 

Notwithstanding anything contained in tile existing laws, matlers 
• 	 stipulated under this AcC"an,d rules made thereunder shall be dealt 

accorctingly. 

10. 	 Rel2eal and Silvincs: 

(I) 	 The Foreign investment and Technology Act, 1981 is hereby 
rcpcaJcd. 

(2) 	 All acts performed or actions taken under the Foreign 
Investment and Technology Act, 198.1 shall be dccmed to 
have been performed or taken under this Act. 

(5) 



~ 

uJ 
Ci 
::> 
x 
w 
Z 

Z 


1 
) 

I 

I 

~ 

,I" 

11 
"il 

i 

;; 


TIlE INDUSTRIAL ENTERPRISES ACT, 1992 

AN ACf MADE TO PROVIDE FOR THE 

INDUSTRIAL 


DEVELOPl'vIENT 


Preamble: Whereas. for the overall e<.;onomic development of the 
country. it is expedient to make arrangements for fostering industrial 
enterprises in a competetive manner through the increment in the 
product! vity by making the environment of industrial investment more 
congenial. slraightforward and encouraging. 

Be it enacted by Parliament in the twenty first year of the reign of 
His Majesty Kmg Birendra Eir Bikram Shah Dev. 

1. 	 Shut Title jlnd Commencement: 

(1) 	 This Act may be called "THE INDUSTRIAL 
ENTERPRISES ACT, 1992". 

2) 	 It shall come into force at once. 

2. 	 [)e(j nit ion s: 

Unless the subject or context otherwise requires, in this Act.

(a) 	 "Induslry" means any induslry as referred to in Section 3. 

(b) 	 "COllage Industry" means any industry as referred to in 
Section 4. 

(c) 	 "Small Industry" means any industry as referred LO in 
Section 5. 

(d) 	 "Medium Industry" means any industry as referred to in 
Section 6. 

(1) 



(e) 	 "Large Industry" means any industry as referred to in 
Section 7. 

(f) 	 "Fixed Asset" means movable and immovable propenies of 
any induslrj as referred to in Section 8. 

(g) 	 "Board" means the Industrial Promotion BOald constituted 
under Section 12. 

"Committcc" means the One-Window Committcc constituted 
under Section 17. 

(i) 	 "Operation Date" means the date from which the concerned 
industry either starts its commercial production or provides 
its service. 

"Department" means the Department of Industries or the 
Department of Cottage and Small Industries or any other 
department or office as His Majesty's Government may, by 
notification published in the Nepal Gazelle. specify. 

(k) 	 "Prescribed" or As prescribed" means prescribed or as 
prescribed in rules made under this Act or in an order issued 
by His Majesty's Government by notification published in. 
the Nepal Gazette. 

3. Classification Qf Industries: 

For the pUrp<:lse of this Act, industries are classified as follows:

(a) 	 Manufacturing Industries: Industires which produce goods by 
utilising or processing raw materials. semi-processed 
materials. by-products or waste products or any other goods. 

(b) 	 Energy-Based Industries: Industries generating energy from 
water resources. wind, solar, coal. natural oil. gas, bio-gas or 
any other sources. 

(c) 	 AgrQ and Forest-Based Industries: Business mainly based on 
agriculture or forest products such as integrated sericulture and 
silk prOduction, horticulture and fruit processing. animal 
husbandary. dairy industry, poUltry farming. fishery. tea 
gardening and processing. coffee fanning and processing. 

(2) 

herbiculture and herb processing. vegetable seed fanning. bee
keeping. honey pr(xluction, rubber farming. Ooriculture and 
production, and forestry related businesses such as lease-hold 
forests. agro-foreslry etc. . 
Mineral Industries : Mineral excavation or processing thereof. (d) 

IOurism Industries : Tourist lodging. motel. hotel,(e) 
restaurant, reson, travel agency, skiing. gliding water rafling. 
cable car complex. pony-trekking.. trekking, hot air 
ballooning. parasailing, golf-course, polo, horse riding etc. 

Service Industries: Workshop. printing press, consultancy (f) 
service, ginning and bailing business, cinematography. 
construction business, public transportation business. 
photography. hospital. nursing home. educational and 
training institution, laboratory. air services, cold storage etc. 

(g) 	 Construction Industries: Road, bridge. ropeway. railway. 
trolley bus, wnod. flying bridge and industrial. commercial 
and res1dential complex construction and operation. 

4. Cottage Industries: 

The traditional industries utilizing speeiflc sk.ill or local raw 
materials and resources. and labour inlensi ve and related with 
national tradition. an and cullure as mentioned in Annex I shall be 
named as cottage industries. 

Small Indllstrjes:5. 

Industries with a fixed asset of up to an amount of len million 
rupees shall be narned as small industries. 

Medium Industries:6. 

Industries with a fixed asset between ten and fifty million rupees 
shall be named as medium industries. 

(3) 



7. LarUe Industries: 

Industries with a fixed a~set of more than fifty million rupees shall 
be named as large industries. 

8. Fixed Assets Qr Industries: 

(1) 	 The fixed assct of an industry shall consist of the following 
movable and immovable assets:

(a) 	 Land and land improvement (works such as land 
levelling, filling-and fencing), 

(b) 	 Physical infrastructures (such as sewerage. internal 
road), 

(c) 	 Office. factory building, godown, electric-distribution. 
water distribution system and residential buildings, 

,
(d) 	 MaChinery, equipment and tools, 

(e) 	 Means of transportation, 

(0 	 Electrical c.quipment and office C{]uipment. 

(g) 	 Furniture, fixture communication system and 
equipment. 

(2) 	 In addition to the assets referred to in sub-section (1) above, 
expenses incurrcd or to be incurred in connection with 
technical consultancy and supervision prior to the making of 
investment in any industry or during different stages of 
construction, and which is to be capitalized. pre-investment 
and pre-operation costs as well as the amount of interest 
during the construction period, which is to be capitalized. 
shall be considered as the fixed assets of any industry_ 

;~l 
r. 9. Permission: 

(1) 	 Industries other than those as set forth in Annex 2 which may 
significantly cause adverse effect on the security, public 

I 
I 	

(4) 

health and the environment, shall not be required to obtain 
permission for their estahlishment, extension and 
diversification. 

(2) 	 Whoever desires to establish an industry for which a license 
is required to be obtained by virtue of sub-section (1) shall, 
for obtaining permiSSIOn. be required to make an application 
to the Department in thc prescribed form along with the 
prescribed particulars. 

(3) 	 If an application is made pursuant to sub-section (2) above, 
the Department shall, as per the decision of the Board, grant 
permission in the prescribed format within thirty days from 
the date of application. If the Board decides not to grant 
permiSSion for the establishment of the industry. the 
Department shall inform the applicant of such decision. 

10. Industry to be Registered: 

(1) 	 In establishing any industry whether or nOl permission to 
that effect is required pursuant to this Act. registration in the 
Department as prescribed shall be required 10 be made. 

(2) 	 Notwithstanding anything contained in sub-section (1) above, 
a COltage Industry shall be required to get registered within 6 
months from the date of oper.1tion. 

(3) 	 The Department shall, within twenty one days from the date 
of application for registration pursuantLO sub-sections (1) and 
(2) above. register such industry and issue an industry 
regisIJation certificate to the applicant as prescribed. 

(4) 	 The registration of a Cottage and small Industry shall ,be 
made in the Department of Cottage and Small Industries or 
any district-level office under the Department or any office 
designated by the Department on its behalf and the 
registration of a Medium and Large Industry shall be made in 
the Department of Industries or at such office as may be 
designated by the Department. 
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11. Matters tu be Contained in a I.b:ense or Rel.!istratiQD 
Certificate' 

A License or Regifltration Certificate shall Clearly contain mallers 
relating to the facilities and concessions to be enjoyed by the 
industry and the prescribed terms and conditions to be observed by 
the industry. 

12. Constitution of Industrial Promotion Board: 

(1) 	 His Majesty's Government shall constitute an Industrial 
Promotion Board consisting of the following members:

(a) 	 The Minister or 

State Minister for Industries 
 Chairman 

(b) 	 The Assistant Minister for 

Induslries 
 Member 

(c) 	 Member, (looking after industries) 
National Planning Commission Member 

(d) 	 The Governor, 

Nepal Rastra Bank 
 Member 

(e) 	 The Secretary, Ministry of Industry Member 

(I) 	 The Secretary, 
Mmistry of Commerce Member 

(g) 	 The Secretary, Ministry of Finance Member 

(h) 	 The Secretary, Ministry of Tourism Member 

(i) 	 TIle Director General, Department of 
Couage and Small Industries Member 

(j) 	 Represemative, Federation of Nepal 

Chambers of Commerce and 

Industries 
 Member 

(k) 	 Two persons nominated by His 

Majesty's Government, either from 

among the Industry, Commerce and 


(6). 

tourism sec lor organizations or from 
i,lmong the persons of high 
distinction in the same field Member 

(I) 	 The Director-General, 
Department of Industries Secretary Member

(2) His Majesty's Government may. by notification published in 
the Nepal Gazette, make necessary :Jlteration or change in the 
membership of the Board. 

(3) 	 The Board may, if it deems necessary. invite any national or 
foreign expert or consultant at any meeting of the Board to 
participate therein as an observer. 

(4) 	 The procedures relating to the meetings of the Board shall be 
as determined by the Board. 

13. Functions. Duties and Powers of the Doard: 

The Functions. duties and powers of the Board shall be as 
follows:

(a) 	 To render necessary cooperation in formulating and 
implementing policies, laws and regulations pertaining to the 
industrialization of the country. 

(b) 	 To give guidelines in attaining the objectives of liberal, open 
and competitive economic policies pursued by the country so 
as to make the industrial sector competitive. 

(c) 	 To maintain coordination between the policy level and the 
implementation level of the industrial policy. 

(d) 	 To cause to follow the ways alld means for the prevention of 
the environmental pollution by putting more emphasis on 
the avoidance of effects on the environment and the public 
health. 
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(e) 	 To make recommendation to His Majesty's Government for 
the inclusion of any industry in the classification of 
industric~. 

(f) 	 To make recommendation to His Majesty's Government to 
introduce changes in the Areas mentioned in Annex 3 by 
making evaluaLion thereof from time to Lime. 

(g) 	 To give directives to the concerned body after making 
cnquirics into the application submitted by any industry 
complaining that the industry has not received the facilities 
and concessions to be made available by the Committee. 

Othcr functions. duties and powers of the Board shall be as 
prescribed. 

14. 	 Chance in fhe cijlssification and Areas: 

His Majesty's Government muy. 011 the recommcndmion of thc 
Board and by notification publiShed in the Nepal Gazettc, include 
any industry in the classification of industries or makc timely 
changes in thc Arcas mentioned in Annex 3. 

15. 	 i"acjljties and concessions to be accorded to 
Industries: 

Notwithstanding anything contained in the laws relating to income 
tax, sales tax, cxcise duty and customs dUlics and in any othcr 
existing laws, an industry shall bc cmitled to rcceive the following 
facilities and conccssions:

(a) 	 No cottage industry shall be levied sales tax. excise duty and 
income tax. 

(b) 	 Manufacturing industries (except cigarettes. bidi, alcohol. 
beer, vegetable ghee, plastic and electronic assembly), 
energy-based. agro and forest-based (except sawmill and 
catechu) and mining industries shall be entitled to an income 
tax exemption for a period of five years from the date of 
commercial production by the industry. 

(8) 

(c) 	 The industries classified under national priority as mcntioned 
in Annex 4 shall he emitled to an income LaX exemption for 
an additional period of twO years: 

Provided thatlhe agro and forest-based industries as 
mentioned in Annex 4 shall be entitled to a five-year income 
tax exemption. 

(d) 	 Manufacturing, energy-based. agro and forest-based 
industries.other than cigarette, bidi, alcohol, saw-mill and 
catechu, utili;dng 90 percem or more of the local raw 
materials for their production and which are not listed in 
Annex 4 shall be, upon the expiration of the five-year 
income tax exemption period to be made available pursuam 
to clause (b) above, shall be entitled to an income tax 
exemplion for an additional period of twO years. 

(e) 	 Industries shall be entitled to a reduction in tax rate on each 
income tax slab or corporate tax by 5 points. 

Example: If the rate of the income tax in the existing laws 
is 10. 15 and 20 percem, industries shall be taxed at the ratc 
of 5, 10 and 15 respectively. and if the ratc of the corporate 
tax is 40 percent. industries shall be tax at the rate of 35 
percent. 

(f) 	 Industries, other than cigarette, bidi. alcohol and beer, 
cstablished in the Rcmote, Undeveloped, Underdeveloped and 
relatively Developed Areas as mentioned in Anncx 3 will be 
gramed a rebate of 60, 50, 20 and 10 percent of the income 
tax, and 35, 25. IS and 10 percent of excise duty 
respectively. If thc annex of the classification of Areas is 
changed and as a consequence of which the industry is 
deprived of granted exemption, the industry shall be entied to 
such exemption up to a period of five years from the date of 
such change. 

(g) 	 Fruit-based fruit processing and cider and wine industries 
with a fixed asset of up to twO million five hundred thousand 
rupees established in Mugu. Humla, lumia, Dolpa, Kalikot. 
Bajura, Darchula. Bajhang, Achham, Mustang. Manang, 
Solukhumbu, Sankhuwasabha and Teplejung Districts shall 
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be entitled to an excise dUly and sales tax exemption for a 
periocl of tcn years, and fruit-bascd alcohol industrics shall be 
intiLied to excisc duty and sales wx exemption for a period of 
five years. On complction of such exemption period, His 
Majesty's Government may gwnt excise duty and sales IllX 

exemption to the fruit-based alcohol industries for up to an 
addiLional period of three years. 

(h) 	 While calculating dcpreciation on U1C fixed assets, industries 
shall be enLilled 10 add one-third to the rate of deprcciation 
allowed under U1C existing income UlX laws. 

Industries established as a Public Limited Company with a 
minimum of IS percent of shmes distributed to more than 
100 persons and listed in the stock exchange shall be entiLled 
to a reduction of additional 5 points at the rate of the 
corporate tax to be levied under clause (e). 

(j) 	 If an industry diversifies itself through reinvestment in the 
same or any other industry, or expands its insllllled capacity 
by 25 percent or more, modernizes its technology or 
develops ancillary industries, it shall be intitled to a 
deduction of 40 percent of new additional fixed assets from 
il<; taxable income. Such remission may be deducted on a 
lump sum or on an instalment basis within a period of three 
years. 

(k) 	 Permission shall be granted for a reduction of up to 50 
percent from the taxable income for the investment of an 
industry on process or equipment, which has the objcctive of 
controlling pollution or which may have a minimum effect 
on the environment. Such remission may be deducted on a 
lump sum or On an instalment basis withi.n a period of three 
years. 

(I) 	 Pre-operaLion costs incurred by any industry in connection 
with skill development training shall be allowed to be 
capitalized. 

(m) 	 His Majesty's Government may, on the recommendation of 
the Board and by notification published in the Nepal Gazette, 
grant to the prescribed tourism, service and construction 
industries income tax exemption up to a periocl of five years. 

(10) 

(n) 	 After an industry comes into operation, 10 percent of the 
gross profit shall be allowed as a deduction against taxable 
income on accounl of expenses related with technology, 
product development and efficiency improvement. 

(0) 	 No income tax shall be imposed on dividends earned out of 
the investment made in any industry. 

(P) 	 An industry donating an amount of up to 5 percent of its 
gross income to any school, college, university, hospital, 
religious place and in social activities shall be entitled to a 
deduction of such donated amount in course of assessing the 
taxable income. 

(q) 	 Up to 5 percent of gross income spent for the advertisement 
of the products or promotion services, hospitality and any 
Olher similar expenses shall be allowed to be deducted while 
assessing the taxable incume. 

(r) 	 If a ~ingle industry provides direct employment to six 
hundred or more people, it shall be, in addition to the income 
tax exemption under clauses (b) and(c), granted income tax 
exemption for an addiLional period of two years. 

(s) 	 If any other industry utilizes locally available raw meterials, 
chemicals and packing materials etc. on which excise duty or 
sales tax or both arc already imposed, the excise duty, sales 
tax or roth shall be reimbursed to the industry utilizing such 
raw malerials, chemicals and packing materials. The amount 
to be so reimbursed shall be refunded within sixty days after 
an application to that effect has been duly submitted. 

(t) 	 No income tax shall be levied on the profil<; earned through 
export. 

The customs duty, sales tax, excise duty and premium levied 
on raw materials and auxiliary raw materials eLe. utilized by 
any industry in connection with its product during its 
production shall be reimbursed on the basis of the quantity of 
the export. Such reimbursement shall be made to the 
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exporter within sixty days alter an appli<:<Ition to th.ll effect 
has been duly submitted: 

Provided that no reimbursement will be made if ;.m 
application to thm effect is not submitted within one year 
form the date of export. 

(v) 	 An industry exporting 90 percent or more of its products 
shall be entitled to enjoy the same racilities as are accorded to 
the industries established in the Export Processing Zone, 

(w) 	 II an industry sells its product within the Kingdom in any 
foreign currency, the excise duty, s:Jles wx and premium 
levied on such product 'and customs duty, excise duty and 
s:Jles tax levied on the raw materi:Jls, auxiliary raw materials 
elC. utilized in such product shall be reimbursed. The revenue 
to be so reimbursed sh:JJl be refunded 10 such indust:ry within 
sixty days after an application to the effect has been duly 
submitted: 

Provided that no reimbursement will be made if an 
application to that effect is not submitted within one year 
form the date of sale. 

(x) 	 The customs dUly, sales tax, excise dUly and premium levied 
on the production materials of intermedi:Jte goods to be 
utilized for the production of expork1ble goods, and the sales 
lax and excise duty levied on the production of the industry 
manufacturing the intermediate goods shall be reimbursed on 
the basis of the quantity of export. The revenue to be so 
reimbursed shall be reimbursed to the exporter within sixty 
days from the date of export 

Provided that no such reimbursement shall be made 
if an application to lhat effect is not submiued within one 
year from the date of export. 

(y) 	 No tax, duty or fcc shall be levied on the machinery. tools 
and raw materials. utilized by any industry estalbished in the 
Export Processing Zone and on the exportable products. 
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16. Other Facjljtj('s and ('"ncessiuns: 

The 	 following industries, in addition to the facilities and 
concessions as set forth in Section 15. may be granted further 
facilities and concessions as below: 

Forest-based industry may be made available any forest on a (a) 

lC3Sehold basis. 


No royalty shall be imposed if any industry generates (b) 
electricity for iL~ usc. 
His Majesty's GO¥ernment may. by notification published in(c) 
the Nepal Gazette, grant additional facilities to the prescribed 
indusuies established in the Export Processing Zone and in 
lhe government or nen-govemment industrial estate. 

On the recommendation of and with the decision of the (d) 
council of Ministers, and by notification published in the 
Nepal Gazette, additional facilities may be granted to any 

, National Priority Industry or any industry established in 
Nepal by way of invention therein. 

An income tax exemption for an additional period of tWO 	 ~ (e) 
years shall be granted to any industry eSk1blished with a fixed 
capital investment of more than seven hundred and fifty 
million rupees. 

Double sales tax shall !'lot be levied on the raw materials and (I) 
prcxlucts of any industry. 

Constitution of !ht: One-Window Committee:17. 

His Majesty's Government s!J<lIl. for the purpose of making (1 ) 
available the facilities and cOllcessions to be enjoyed by any 
industry under this Act in time from a single place, 
constitute a One-Window Committee consisting of the 
following: 

(a) 	 The Director·Genrcal. 
CoordinatorDepartment of Industries 
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(b) 	 TIle Director-General, 
MemberDepartment of Customs 

(c) 	 The Director-Geneml, 

Department of Excise Duty 
 Member 

(d) TIle Director-General, 

Ta;\; Department 


Member 

(e) The Dircctor-General, 

Sales Tax Department 
 Mcmber(I) The Director-Gcneral, 
Department 
of Commerce 

Member 

(g) 	 The Chief Controller, 

Nepal Rastra Bank 


Mcmber 

(h) 	 RepreSenL.ltive, 

Federation of Nepal 

Chambers of 

Commerce and Industries 
 Member 

(i) 	 One expert in the field 
of industry and 

commerce as designated 

by His Majesty's 

Government or onc 

reprcScntative from· 

the Federation 


Member 

(2) His Majesty's Government may, by notification published in 
thc Nepal Gazenee, makc altcrations or changcs in the 
members of thc commillcc. 

(3) The Comminee may if it dcems necessary, invite any 
national or foreign expert or consultant to participate in the 
mcctings of the Comminee as an observer. 

(4) 	 The procedures rcabting to the meeting of the Comminee 
shall be as determined by the Commiucc. 
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18. 	 functions. Duties and Power of the Committee: 

(I) 	 Thc functions, duties and powers of the Committcc shall be 
as follows:

(a) 	 To make necessary dccisions for making available the 
facilities and concessions to be enjoyed by any industry 
under tllis Act. 

(b) 	 To perform such functions as may bc delegated by the 
Board under iL~ functions, duties and powers, 

(c) 	 Other functions, duties and powers of the Committee 
shall bc as prcscribed. 

(2) 	 Any decision made by the Committec in pursuance with 
clause (a) of sub-scction (1) above, shall be required to be 
implemcntcd by the concerned body. 

19. 	 Prohihition nn the Misuse of facilities and 
COIlcessions: . 

No misuse of tllC facilitics and concessions to be enjoyed by any 
industry under this Act shall be allowed. 

20. 	 Guarantee of Facilities: 

(I) 	 An industry which is operatcd by obtaining permission or by 
getting registered undcr the Industrial Enterprises Act, 1981 
shall continue to enjoy the timcbound facilities and 
concessions undcr the Act and with regard to the facilities and 
concessions for which no timc has bcen fixed.it shall enjoy 
the facilities and concessions under this Act. 

(2) 	 An industry which has been registered or has obtained 
permission before the commencement of this Act but which 
has started its commcrcial production only after the 
commencement of this Act shall enjoy the facilities under 
this Act. 

Provided that if the timebound facilities and 
concessions to be enjoyed under the Industrial Enterprises 
Act prevailing at the time of registration or obtaining 
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permission by such indwary are for more than the rx'riod as 
granted by this Act or if the facilities and concessions are not 
to be made available under this Act, nothing shaH prevent 
from enjoying the facilities and concessions under the 
prevailing Industrials Enterprises Act. 

21. lnduqrjes not to be Na!jonaliscd: 

No industry shall Ix: 

22. Induqri;JI I\lanp()\\'~'r: 

(I) 	 The manpower required for any industry shall have to be 
recruited from among Nepali citizens. 

(2) 	 !\ot withstanding anything contained in sub-section (I) 
aboye,if any industry can not be operated without person 
living outside his OWII country expatriate manpower, foreign 
nationals may be appointed in such industry with the prior 
approyal of tlie Department of Labour for a maximum period 
of five years. If a person so appointed happens to be a 
technician of a special category but not ayailable within 
Kepal, such person may, with the approval of the 
Department of Labour, be appointed for up to an additional 
period of five years. 

(3) 	 A foreign national who is working in any industry pursuant 
to sub-section (2) above and who is from a country whcrein 
conyertible foreign currency is in circulation. may repatriate 
his salaries. allowances. emoluments etc in conyertiblc 
foreign currency in an amount not excceding seycflly five 
percefll of such salaries. allowances and emoluments. 

23. Duty to furnish Particulllrs: 

It shall be the duty of the concerned industry to furnish the 
industry related particulars as prescribed to the concerned 
depanment on a regular basis. 

24. Duty to inform in case or Clnsine Down of Indusln:: 

If an industry is closed down afler fulfilling the formalities as 
envisaged in the existing laws. information thereof shall have to 
be provided to the concerned department within seven days from 
the date of closing down. 

25, PUWCT of llis Majesty's Guvernment: 
(I) 	 His Majesty's Goyernment shall take any of the following 

actions against any person for establishing any industry 
without obtaining permission required to be obtained under 
this Act or for non-compliance with the ternlS and cop.dillons 
set forth in the license or certificatc of registration or for 
violating any other provision of this Act: 

(a) 	 To impose a fine in an amount nOl exceeding one 
hundred thousand rupees, 

(b) 	 To cancel the registration or {Xrmission of the industry, 

(c) 	 To cause to close down thc industry. 

(2) 	 Bcfore taking any action under sub-section (1). the concern 
industry shall be given a reasonable time either to submit lhe 
explanation or to correct the mistake. 

(3) 	 If any industry is not satisfied with the decision made by His 
Majesty's Government undcr sub-section (1) above, it may 
file an appeal to an Appellate Court wilhin thirty five days 
of the noti fication thereof. 

26. Dele\:atjon of Power: 

(1) 	 The Board may delegate any or all of its powers conferred 
upon it by lhis Act or rules made thereunder to the concerned 
department, office, official. committee. any member of lhe 
Board or any other committees or sub·commiuees constiwted 
by the Board as necessary. 
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(2) 	 The Department may delegate any or all of its powers 
conferred upon it by this Act or rule~ made thereunder to any 
other deparunent, office or official as necessary. 

27. 	 Power to (rame RurfS: 

His Majesty's Government may frame necessary rules to carry out 
the objcctives of this Act. 

28. 	 Power to remove Djfficulties: 

If any difficulty arises in connection with the implementation of 
this Act, His Majesty's Government may issue orders to remove 
such difficulty by notification published in the Nepal Gazette. 

29. 	 Tbis Act to Preyail: Notwithstanding anything contained in 
the existing laws, the mallers stipulated in this Act and rules made 
thereunder shall be dealt with accordingly. 

30. 	 Rfpeal and Sayings: (1) The Industrial Enterprises Act, 1981 
is hereby repealed. 

(2) 	 All acts performed or actions taken under the Industrial 
Enterprises Act. 1981 Shall be deemed to have been 
performed or taken under this Act. 

(18) 

Annex - 1 

(Relating to Section 4) 

Cottage 1 nduslries 

Handloom, pedalloom, semi-automatic loom, Warping, Dyeing 
and Printing, Tailoring (other than readymade Garments). Knining, Hand
Knitted Woollen Mat and Blanket (Radi. Pakhi), Woollen Carpet, 
Pashmina, Woollen Garments, Carpentry, Wooden Anistic Product, Cane 
and Bamboo Works, Natural Fiber Products. Hand Made paper and Goods 
made up thereof. Gold, Philgiree Products including Silver. Brass, 
Copper, Precious and semi-precious Stones, Ornaments, Sculputers and 
Pottery. Honey. Chyuri. Cardamom Processing. Clay or Ceramic 
Pottery, Leather CUlling and Tanning. Rural Tanning and Leather Goods 
Producing works. Jute, Sabai Grass, Babio. Choya, Cotton Thread 
Products. Artistic Products made up of Bones and Horns. Stone Carving. 
Ceramic Fine Arts, Pauwa. Boutique, Incense Stick (Dhup). Dolls and 
Toys Industries. 

~:-

1. 	 Unless otherwise mentioned specifically. machines of the 
above mentioned industries should not employ through 
electric motors or diesel or petrol or crude oil engine more 
than a total of fi ve Kilowatt. Power looms shall not be 
included under Cottage Industries. 

2. 	 Permission shall be required for the establishment of 
mechanised woollen spinning and mechanised woollen carpet 
manufacturing. 
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Annex - 2 

(Relating to Rule 9) 

Industries Requiring Permission 

Defence Related Industries: 

Industries producing Conventional and Modem Arms and Ammunitions, 
Gunpo,vder and Explosives, Security Printing, Bank notes and Coins. 

Industrjes Affecting Public Health ilnd the Environment: 

Cigarelle, Bidi, Modern Leather Tanning, Beer and Alcohol Industries; 
Sugar Production, Pulp and Paper, Cement, Textile Washing and Dyeing, 
Bitumen, Chemicals 1, Fertilizer, Pesticides, Lubricating Oil Producing 
Industries, Foam, Carpet Washing, Soap, Electro-plating, Photo 
Processing, Tyre, Tubes, L.P. Gas, Petroleum Products Related 
Ind usrty2, Mine~al-based Large Industries, Stone Crushing, Forest-based 
Medium and Large Industries, Paints and Brick Industries. 

~:-

1. 	 Chemical Industry means any industry producing chemicals 
such as sulphuric acid, nitric acid, methy iso cynate, sodium 
silicate, caustic soda etc. 

2. 	 Petroleum Products Related Industry means any industry 
producing goods by processing and utilizing raw materials 
such as petrol, diesel, fuel oil, natural gas, naptha, plastic 
granual. 
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Annex - 3 

(Relating to Clause (n of Section 13) 

.c.la~sificatiQn Qf Ar~il~ 

Remote Areas 

1. 	 Darchula 

3. 	 Bajurn 

5. 	 lumla 

7. 	 Kalikot 

9. 	 Mustang 

II. 	 Solukhumbu 

13. 	 Khotang 

15. 	 Achham 

17. 	 !ajarkOl 

19. 	 Okhaldhunga 

21. 	 Tehrathum 

Undeveloped Areas 

1. Taplejung 

\ 3. Baitadi 

l 5. Gulmi 

7. 	 Dadcldhura 

I 9. Doli 

I 
! 
I 
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2. 	 Bajhang 

4. 	 Humla 

6. 	 Mugu 

8. 	 Dolpa 

10. 	 Manang 

12. 	 Sankhuwasabha 

14. 	 Bhojpur 

16. 	 Dailekh 

18. 	 Rukum 

20. 	 Myagdi 

22. 	 RarntXhhap 

2. 	 Rolpa 

4. 	 Rasuwa 

6. 	 Parbat 

8. 	 Pyuthan 

10. 	 Salyan 



L 

II. 

13. 

3. 

5. 

7. 

9. 

II. 

13. 

15. 

17. 

19. 

l. 

3. 

5. 

7. 

9. 

Panchthar 


Sindupalchowk 


Underdeveloped Areas 

Kailali 

Arghakhochi 

Syangja 

Lamjung 

GorXha 

Udayapur 

IIam 

Bardia 

Nuwakot 

Dolakha 

Relatjyely Deyeloped Areas 

Jhapa 

Sarlahi 

Rautahat 

NawaJparasi 

Kaski 
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12. 

2. 

4. 

6. 

8. 

10. 

12. 

14. 

16. 

18. 

2. 

4. 

6. 

8. 

Baglung 

Surkhct 

Palpa 

Dhading 

Tanahu 

Sindhuli 

Dhankuta 

Kanchanpur 

Dang 

Kavrcpalanchowk 

Siraha 

Mahottari 

Saptari 

Kapilbastu 

I 
I 
I 

j 't 
J
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l 
I 

, 
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Annex - 4 

(Relating to Clauses (b) and (c) or Section 15) 

National Priority Industries 

l. 	 Modem Sugar and Khandsari Mills. 

2. 	 Modem Oil mills Processing Local Oilseeds. 

3. 	 Integrated Dairy (Including Animal Husbandry) Industry. 

4. 	 Fruit and Vegetable Seed Production Industry. 

5. 	 Tea and Coffee Fanning and Processing Industry. 

6. 	 Fruit Processing Industry. 

7. 	 Herbs farming and Processing Industry. 

8. 	 Baby Food and Hygienic Food Producing Industry. 

9. 	 Colton, Woollen and Sitk Yam Industry and Textile Industry based 
thereon. 

10. 	 Leather Processing and Leather Goods Producing Industry. 

11. 	 Commercial and Professional Tools and equipment Industry. 

12. 	 Slate Stone and Concrete Blocks Producing Industry. 

13. 	 Paper Industry (Writing, priming and News print). 

14. 	 Education Materials and Stationeries Industry. 

15. 	 Pharmaceutical Industry. 

16. 	 Medical Equipmem and Tools Industry. 

17. 	 Engineering Industry (Including Agricultural and Industrial Tools 
and Equipment Producing). 

18. 	 Pesticides Industry. 
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19. 	 Chemical Fertilizer (Ex.cluding Blending and Mix.ing) Producing 
Industry. 

20. 	 Industry Manufacturing Fuel Saving Devices. 

21. 	 Industry Manufacturing Pollution ConlIo! Devices. 

22. 	 Solid Waste or Wasle Product Processing Industry. 

23. 	 Hydropower Generation and DislIibulion. ! 

24. 	 HOLeI, Resort. 

25. 	 Road, Bridge, Tunnel": Rppeway, Flying Bridge, Railway, Trolley 
Bus, and Office and Residential Complex etc. 

26. 	 Mineral·Based Industry. 

27. 	 Caustic: Soda, Chlorin, Aluminium Smeller elc. InduslIY which 
utilizes electricity as its main Component. 

28. 	 Hospital, Nursing Home. 

29. 	 Computer Software Industry. 

30. 	 Export·Oriented Agro·Bascd Industry 

31. 	 Precision Goods. 

:' 
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LIST OF INDUSTRIES H,E(lUIRIN(; PERI\lISS10N 
(Annex - 2 of Industrial Enterprist:s Act) 

Defence Related Industries 

Industries producinl:! Convclllional ami r--ludt:rn .\llllS ;llld Ammunition. Gunpowder alld 
Explosives. Security Printing. Bank !'\otc~ and Coins. 

Industries Affecjin~ Public; IIl;ulth jllHI EIlVirOllll1\.'ll! 

Cigarette, Bidi. Modern Leather Tanning. Beer and Alcohol Industries, Sug:tr 
production. Pulp and Paper, Cement, Textile Washing and Dyeing. Bitulllen. 
Chemicals I, Fertilizer, Pesticides. Lubricating Oil Pruducing Industries. Foam. Carpet 
Washing. Soap, Electroplating. Photo processin~. Tyre Tubes. LP.Gas. Petrolellm 
Products n:lated Industry2. 1\1ilH.:ral Based Large Industries, Stt1nl.' Crushing. Fotc'>! 
Based Medium and Large Industries. Pailll'.. and Brick Industries. 

1 Chemical Industry means allY industry producing chemiCals such as sulphuric acid, 
nitric acid, methyl iso cYIlate, sodiurn silicate, caustic soda etc. 

2 petroleum products related industry lIleall:S any illduslry producing goods bv 
processing and ulilizillt; raw lIlilleriill:i such as petrol. diesel. fuel oil. IIaLma] giJS, 

ilaphtba, plastic gralluals. 

......---~~..-.---~------..~-...--..- ....-



21'1. 11()"pJlal. Nm"illl!. Ilol.llt". 

2Y. C~)IllPtlttT Softv... are Indllstl~. 
JO. Export Orient~d :\gro-hased lmfllsll:. 

J I. Precision G(.H)ds. 
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LIST OF NATIONAL PIUOHITY INDUSTRIES 
(Annex 4 ol Industrial Elltcqnist:s Act) 

1. 	 Modern Sugar and Khandsari t\lills. 
2. 	 Modem Oil Mills Processing Local Oil-st:eds. 
3. 	 Integrated Dairy (Including Animal Hushandry) Industry. 
4. 	 Fruit and Vegetable Seed Production Industry. 
5. 	 Tea and Coffee Fanning and Processing Industry. 
6. 	 Fruit Processing Industry. 
7. 	 Herbs Fanning and Processing Industry. 
8. 	 Baby Food and Hygienic Food Producing Industry. 
9. 	 Cotton, Woollen and Silk '{am Industry and Textile Industry based 

thereon. 
10. Leather processing and Leather Goods Producing Industry. 
J 1. Commercial and professional Tools and Equipment Industry. 
12. 	 Slate.Stone and Concrete Blocks Industry. 
13. 	 Paper Industries (Writing, Printing and News Print 1. 

14. 	 Education Materials and Stationeries Industry. 
15. Phannaceutical Industry. 
J6. Medical Equipment and Tools Industry. 
17. 	 Engineering Industry (Including Agricultural and Industrial Tools and 

Equipment Producing). 
1R. Pesticides Industry. 
19. 	 Chemical Fertilizer (Excluding Blending and Mixing) Producing 

Industry. 
20. 	 Industry Manufacturing Fuel Saving Devices. 
21. 	 Industry Manufacturing Pollution Control Devices. 
22. 	 Solid Waste or Waste Product Processing Industry. 
23. 	 Hydropower Generation and Distribution. 
24. 	 Hotels, Resort. 
25. 	 Road, Bridge, Tunnel, Ropewa)'. Flying Bridge, Railway, Trolley Bus alld 

Office and Residential Complex etc. 
26. 	 Mineral Based Industry. 
27. 	 Caustic Soda, Chlorine, Aluminum Smelter etc. Industry which Utilizes 

Electricity as its main component. 

.. -:._-_.... -... 
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LIST OF INDUSTIHES REQUIRING lEE 

I, 	 All industries requiring license other than those listt:d in Appendix· 2. 

2. 	 All industries to be located in or near any of the following 
environmentally sensitive an:as: 

a. Areas of unique hi',[oric, cultural, archaetllugical, scientific, and 
geological interest. 

h. Ecologically fragile areas, 
c. National Parks, wildlife sanctuaries and protected an;as. 
d. Wilderness areas containing rare or endangered species of animals 

or plants and their habitat. 
e. Semi-arid, alpine or tundra areas. 
f. Flood or other hazard wnes. 
g. Residential. school and hospital areas. 
h, Major sources of public water supply. 
I. Wet lands. 
J Water bodies (static or !lowing). 

r---.------·'--·-~- '---~-..----. ---.-.---



17. 	 Estahlishment of industrial estates for medium and large scale industries covering 
all an:a or 50 lIa 01 Ilion:. 

18. 	 Leather and Textile 

a. 	 Leather tanning with a capacity of over 100 pieces/day 

b 	 Textile industries with dyeing facilities having a capacity of more than 10 
million meter/year. 

c. 	 Carpet manufacturing with capacity of over 500 sq.m./day. 
19. 	 Food Industry 

a. 	 Abattoirs including knackeries with capacity of tOO heads of animal/day. 
b. 	 Canning and bottling works having work space of 200 Stpll. 

c. 	 Brewery and distillery works which include boiling and femlentation with 
production capacity of over 25000 liters/day. 

20. 	 Coal Industry works of all sizes. 

21. 	 Hazardous waste industry of all sizes or any capacity of the following natures: 
a. 	 Construction of incineration plant, 

b. 	 Construction of recovery plant (otT site), 
c. 	 Constmction of secure land fill facility, 
d. 	 Construction of storage facility (Orr site), and 

e. 	 Construcrion of trea(mcl1l faci I i ties. 

t 
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ANNEXURE. -li 

LIST OF lNDlJSTRIES REQUIRING EIA REPORT 

1. 	 Use of fertilizers, more than 100 (Ollnes. 
2. 	 Use of pesticides, more than 10 tonnes. 
3. 	 Construction of highways and feeder roads. 
4. 	 Multi-purpose Reservoir Development. 
5. 	 Electricity Generating Schemes of greater than 5 MW capacit)'. 
6. 	 Medium and Large Scale Irrigation Schemes. 
7. 	 Airport Constrllction. 
8. 	 Waste ManagemcnI, Drainage and Disposal Systems serving more than IO,OO() 

people. 
9. 	 Resetllemenl Programmes. 
10. 	 Water Supply Schemes serving more than 10.000 people. 
11. 	 Chemical Industries where production capacity of each product or combined 

product is greater than 100 t/day. 
12. 	 Petrochemical works including storage and processing Viorb of all sizes. 
13. 	 Non-ferrous metal industries (primary smelling) 


Aluminum -- all Sizes 

Coppers -- all Sizes 

Others -- producing SO l/day or ahove. 


14. 	 Non-metallic industries 
a. 	 Cement with production over 40 t/hour 
b. 	 Lime - with production over !OO tlday (Rotary Kiln) or 


50 tlday and atx)ve (Vertical Kilnl 

c. 	 Brick and Tile i\lanufal'lUrl' \\ ith production over I() millionlyear. 
d. 	 Extraction of minerals and mining covering an area over 5 ha. 
e. 	 Extraction of aggregates or marhles or bouldt:rs with a capacity of over 

](X) ell .m/day. 
f. 	 Asbestos indllstriC's of all sizes. 
g. 	 Radio active relative industries of all sizes 

15. 	 Iron and Steel 
a. Iron ore as nJW materiab - having a production more than I ()() tlday. 
b. Scrap iron as raw materials - having a production more than 200 t/day. 

16. 	 Pulp and Paper 
a. 	 Wood based raw materiab - having a production greater than 50 tlda)'. 
b. 	 Raw maleriHls other than wood - having a production greater than 100 

t/llay. 

l 
I 

f 




TOTAL N!JMHEH OF APPROVED PROJ ECTS FOR FORE I GN INVESTMENT .l\NDTli:CHNOLOGY TRANSFER 
(SINCE BEGINNING UP TO H.S, 2050.CHAITRA,) 

l"i'14 i).\ab<l~ 

... 

_......_ ......~ 

CDR IWDR Tqtal ~'S.N. Class of industries EDR MWDR FWDR 'Pot,a, 1 Projected 
" . 'Au tho'r i zed Fixed 

Capi·tal Capital 
Investment Investment 

'(Rs in M1n) (Rs.in MIn) 

1. Manufacturing 10 120 13 4 1 @ '12030 10053 

2. Energy Based 1 7 3 - - 6iJ "6478 6045 

3. Agr-o Based - 2 - - - (2/ 13 10 

4. Mineral Based .- 2 - - - (2) 1150 1065 

5 . Tourism 2 35 6 1 - ~ ..) 5009 5027 

6 . Service 1 31 1 - - (;;) 5019 3636 
. 

Total 14 197 23 5 1 240 29699 25836 

NOTE OPERATING - 129 UNDER CONSTRUCTION - 28 CLOSED - 2 LICENSED ONLY - 80 

APPROVED ONLY - 1 
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•'I 
r Fiscal Year Trademark Patent Design 

National Foreign Total National Foreign Total National Foreign Total 

2046/047 345 137 482 - 4 4 - - -
2047/048 407 174 581 - I 1 - - -

'" 
2048/049 373 112 485 2 1 3 - - -
2049/050 512 170 682 - 4 4 - - -

TOTAL 885 282 1167 2 10 12 - - -
2049/050 FNM 378 121 499 - 3 3 - - -
2050/051 FNM 319 132 459 - - - - I 1 

Total Since 
B.S. 1994 to 

2050/051 
FNH ~rq£f3-.q4: 

6633 3160 9793 15 20 35 3 16 19 

REGISTRATION OF TRADEMARK, PATENT & DESIGN 

, 
" 

L 

Note: - Out of total 9793 Trademarks registered, number of valid national Trademarks are 3736 
Nos. and number of valid foreign Trademarks are 2215 Nos. as of B.S.2050 Chaitra. 

- ~otal number of valid Patent and Designs are 31 and 5 respectively. 
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ANNEXURE - ::z:m: 


~~f\J. oqlQI( 

FOREIGN TRADE 
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40000r'--------------------------------------------------, 

35000 f- _ EXPORT 

30000 f- l1li IIdPORT 

C TRADE BAlANCE25000 


20000 


15000 


10000 


5000 


o 


-5000 

-10000 

-15000 

-20000 I ~_______-L,~ ~______~L_~ 
67/66 66/69 69/90 90/91 91/92 91/92' 92/93' 

Fiscal Year 

~rftf", It''t;;(', 1st 6 months ldlc\ldOF 

\ 
I ~'1 

, 

It
Ii; 

'i
f" 

f 

l 

, ! 

I 

-1. 

J: 
, 
i~ 

j; 



_~.... .....__ 1__ 

~NGXURE" --zssL 

list of Participating Countries in Joint Venture Collaboration Projects 

S.N. Country No. of Projects Percentage 
~~~----~~----

01. /\uslmila 040 

02. Austria 3 1.22 

04003. Bangladesh 

04. Bermuda 5 2.02 

05. Bhutan 3 1.22 

06. Canada 2 0.80 

07. China 10 404 

08 Denmark 3 1.22 

09. France 8 3.23 

10. Germany 12 4.85 

11. Hong Kong 8 3.23 

12. India 94 3806 

13. Italy 040 

14. Japan 25 10.12 

15. Netherlands 3 1.22 

16. Ne,vzealand 040 

17. Norway 2 0.80 

18. Pakistan 5 202 

19. Panama 040 

20. Philippines 2 0.80 

21. Russia 0.40 

22. S. Karer. 13 5.26 

23. Singapore 2 0.80 

24. Switzerland 4 1.66 

25. Taiwan 4 1.66 

26. Thailand 4 1.66 

27. Ukrain 040 

28. UI< 9 3.63 

29. USA 19 7.68 

Total 247 100 

'As of July 15. 1994 



~.____.__._.___ 	 J 

ANNE\( lJl(E -:l5l. 

LIST OF FOREIGN COLLABORATION PROJECTS 
(As of Mid July 1994) 

S.N. Compt1f1~' N;unc 	 flrorJucU$crvicc foreign Collaborator Coun1ry 

1 	 Dynasty Aviation PvL ltd 1'-kt!C0plt:r Service Ap; limited. Brisbane 
2. 	 Wt8'\tnns Austrian Res:aurant Pvl. Ud Res:aurnnt Vliehart He ebent And His Mrs. 
3. Gourmet Vienna Food Prodvc:s Sausages "'v'shart Herbert 
4 Asll0ka Calbon nnd Allied Inds. PvL Lt:J. Vlax Carbon Paper Kores Handels Gesseller Chai! MBH 
5 Tlial Nepal Drinking Waler Inds. PvL lid Dnn~ing Vialei Arn'lalcl"jal Marna!p.rt 

6 National PVC Pipe Products PvLltd. Pvc Pipe Abul khan And Olhers 
7. 	 Hulas Sleel PvL LId CGI Sheol Comelall Asia ['vi. lid 

Himali PipeD Pvl lid GI & B!i\ck PI~0S Ch<lm;ey Development Company ltd. 
9. 	 Arun Vanaspali Udhyog lid SOyiJbeun 0:1. Veg Ghee Charnley Oevelop-nent Company Ltd. 
10. 	 Shree Ram Sugar FaCi0'Y lid. Sugar Charnley Developmenl Co. lid 
11. 	 Ohrikul! Putp and Paper Indus-tIles Pap~( Pilper Boxes International Match Company Ud. 
12. 	 Himalayan Height Resorls PvL Ltd. Hclel Panlor Ongdl 
13. 	 Rilal lashl Industries PvL Ltd. FrUIts & Vegqlabies Tash; Commercial Corpora:ion 
14. 	 lashi Nepal Company PvL ltd. Apar!menl Dasilo U. Doriji 
15. 	 HOlel Yak And Yeli Hole! Soulhern Paclilc HOlel Opn. Ud. 
16. 	 Devloch (Nepal) Pvl. Ud. Consd1tancy N 0 lee And Associates 
17. 	 Handloorn SIlk House Pvt Ltd. Silk Fabnc S N Mishra 
18. 	 Golden Balle'Y Induslly PvL ltd. Dry Cell BoHa'Y Ctilna Na1lonal Machinery j & E Corp" 
19. 	 Chlnep Enterprises Pvl. ltd. SurgIcal Calguls 1\ Casing Cillna Road And Bridge Engeneering 
20. 	 Kool Bijul; Pankha Udhyog Elec~r;c ran China Sichuan Corp For Inl. Techno 

Eco. Co-opera lion 
21. 	 Gorklla Brick Facto'Y Pvt. Ud. Bn-:ks China Natl::Jnal Building Malenal 

& Equipment III E CORP 
22 Nepal Power Engineering Co PvL Uti. Transform>?f Xlan Eleclfic Machinery 
23. 	 MaUri Pharma laboratories Pvt. ltd. Und1Clne Hafbin No, 4 Pharmaceutical Faclory 
24. . 	 Unlled Nursing Home Pvl. ltd NurSing Horre China Sichuan Corporation 
25. 	 Gorakhakal, Rubber Udhyng Lid Tyres And Tubes China Nalronal Cheln. Cons!. Corp. 
26. 	 .Mlntoo Electronics Co. Pvl. Lid. TV & Decks Mma Chhmng. Neg Suglyan & Dalra 
27. 	 Guan Zhcu Deep Garment Industnes Readylnude Garment Guanzilou (China) Garment tnd Ltd. 
28. 	 National Dnlllng Company Drilling Internallonal Water Contractors 
29. 	 Gorkha Brewery Pvl. lid. Beer UnilDd Breweries, Danbrew 
30. E>'<lresl Milk Food Pvl Ltd. Mitk Food Lldaflna NS 
31 Modern Brick Nopal Pvl Ltd. Non Fired Brick Mic»el Fayotle 
32. 	 Gokhr'!. Ayurved Company Pvlltd. Ayruvedic MediCIne Cenlle For International Dev (CIDR) 
33. 	 Colas Nepal Pvl Ltd. Road Maintenance Colas SA 
34. 	 Evoresl Mineral Water Pvl. Ltd Mlnefal \Viller Spemobi SA 
35. Vaicollndus!ries And Products Pvl Ltd BJ!ufTlln Emu!slon Colas SA 
36 Yeti Coach-Builders And ServIcing Pvt. Ltd Bus Body Buildlrg Michael Fayolle 
37. 	 Internalional Manufacturing Co. Pvl Ltd. Wall Paper Zuber'" CIE 
38. Hotel Jungle Camp Hole' Dellerson Bertrand 
39 Soporls And Nature Pvl. ltd. Trekking Nils Hal1enberg 
40. Nepal COI"e' Lab Pvl. Ltd. Colour Pholo Dieter Koops 
41 Indrenl Cold Slv~ge rvt Ltd. Co'd Sialage Hans Jokhim Siller 
1'12 Integlflted LivoSlock And.1. Farming liv(l'Stock Ilorst Roeper 
·13 Nepal B.yern Electric Fvl. Ltd. T mnsform'P.ts Josel Wust Werkzeubbau 
44. 	 Royal Pari< Holel And Reslaurant Holel Axel Rockbum 
45. 	 Wasteless Washing Pvl. Ltd. Carpel Finislll"g Karsten Dyke 
46. 	 ASIan Business Consuliant Pvt. LId. Mgmt. Consultancy Andreas Schumacher And Angle Schuma 
47. 	 Himalaya Plantalion Pvl. Ltd. Olive Plantation Hal1mut Bauder 
48. Himaf"ya WaS/ling Industry Pvt. Ltd. Carpet Finishing Volker Th'el 
49, Sakura In!ornafional Pvt. ltd Hole! luslomu Aka 
SO. Namobuddila Resorl Centre Pvl. LId Holel Rudoll Halsher 
51. 	 ClUb Himalayan Pvt. Ltd Holet China Adventure Ud 
52. 	 Nepal Recreation Centre Pvl. Ltd. Entertainment Connosa Investmenllld. 
53. Fago Yeti Electronics Pvt. Ltd Telephone Set Fago Eleclronics Ltd 
54 Nimrod Pharmaceuticals (Nepal) limited MedIcine Sale Rich Industry Ltd. 
55. 	 Swastik Aerated Products Pvl. Ltd. Solt Drinks PepsIco Ink 
56. 	 Kanlempo Wear Pvi. Ltd. Jackets. Skeepanls Ambleco!e Limlied 
57. 	 Nepal Entertainment Pvt. Ltd. Entertainment Continental Resort Pvt. Ud 
58. 	 Soaltee HOlel LId. Holel Ho!:days Inns (Nepal) lid. 
59. Sakura Reslaurant Pvl. Un. Restauranl Ulpal K. Sen Gupla 
60 Pradhan Engineering Company PvL Ltd Machmery Inrhan lnsll!ute of Technology 
£ I. GUlung Kalila Urllryog rvl. Lid. Katha Ami Kutch Ki';ln ~.'eh!a 
62 EVOlesllce·Cream Pvl. lid Ice Cream Ouahly tce Creams (India) ltd 
63 Asian Painls Nepal Pvt. Ltd. Paints Asran Parns (tndla) Ltd. 
64 Dabur Nepal Pvl. ltd HaIr 0,1. Toolh Powder Daubur India limlled 
65. 	 Himalaya FeedS Pvl. Ltd. Animal Feeds Godrej Soaps Pvl. ltd. 
66. 	 Tnveni Cements (Nepal) Pvt. ltd. Cement 0111 P,akash Shyam Sundar Agrawal 
67. Prathnna Siorage Tank Pvt. Ud. Plnslic Slroge Tanks Om Prakash Mundhara 
68 Narayan, lyre And Tread Ind. Pvl Ltd Tyrl? ReHl'au!ng Tyro and Tread Ltd. 
69 Nepal BatieI)' Company limiled Dry eel! Battery >n Cafb;do India Limited 

70. Amber Reslauranl Reslaurant Deepak Lal Bogani 
71 Hoechst Nepal (p) Lid t,,1edicines Hoeshsllndia Ltd. 
72. 	 Nepal Beverage And Food Products Ltd FrlJlts & Vqgelab1es K'SSM Products Ltd And Olhers 
73. 	 Sllanker Electric Industries Pvt. lid. ElectfJC: Bu1ts Ram Niranjan 
74. New Tex Garment Pvt. Ud. fleadyrna-Jg Garments G,!a Dev; Lohia And Olhers 

75 Vouge Garmenls Industries Pvl. lid. Readymade Garments Govloda Kant Sharma 
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76 Premier Electrtcal Industries Pvt Ltd. E!ectric Bulbs f.~ysore Lamp Warks Ltti India 

77. Ajanta Texliles Pvl. lid, Polysl.r Texl,le Bbagwandns Lohla And Others Indra 
78, Luna Nepal Chemical And Fer1i1izer Fertilizer luna lnlemat;onal Pvt. lid Ind;a 
79. Gajanand Texi,le, Pvl. lid. Toxl,le Asl;c;K Kumar ~~Ailfal tndl:1 
80. Cable And Plaslic Pvl. lid. HOP Prpes Fa!ch Chand Kundalia lf1dlu 
81. Agriculture Tools Factoy ltd. Pumpset KirloskJf 011 EngInes LImited India 
82. Dalmi" Industries Nepal (lid) D;)iry PIOduC1S Oa!mla Dairy IndustfieS India 
83 Nepal Spinning Weavrng & Knining Texiile Shn Ram Niranjan India 
84. Alpha Electronics Pvl. ltd, TV EI€>ciicn;cs Cons.ortium P ... , Ltd India 
85. Nepal Liquors Pvl. lid lIquors t>k::Oo.\a\l H'?'t21!SOn Cauew Co India 
86. Hotel Dola Armapurnn Pvl. lid. Holel Ind,;'!n H:'~I?!s Co Ltd Indlu 
87. Jenson And Nicholson Nepal Pvl. Uri P;);nl;; JPtF.')fl /111'1 nc!v,!~,f)n 1,,,1I;] !.to fnrJh 
HR Annapoorn;l t(lxlli"" I td It!xll!fl UI;I!J!!lrll:tl,h~!:1 Inrh?t 
rH) Ililllalaynn BIP.WPIY Lttl Urll';- Mot','n r"',f',llrlng CI~well('>':i lilTlllerJ lrl':ha 
90. Nepal Woori Allied Industries Pvl. Ltd. Plywood &. l;]n:n SubQ(1I1 (;.0.5. GosI'o'nr fndla 
91. Nebico Pvt. lid B:scU!! &ConfectIon'?,), Brilanmtt Industnes lid India 
92, S~yland Transport Co Nepal Pvt lid Transport Rohljii3h Kumar Agraw<ll India 
93, Nepal Oriend MaQnosrte PvL Ltd Dead I3UH!! r;li1qf~$J'A;; OtJSSI1 ff'duSlnes Ltd In(lla 
9<1. Fashion Apparel; ['vt ltd RealJYfll<JrJe G11nl~nt N K Ke,oor India 
95 Babusa Apparels Pvt ltd, Rea1ymade Garmenls B;fend!a Khullar In:ila 
96. Pioneer Fashion PvL lid Rcadyrr'adB Garmenls S'U\' KU:113 r Grover India 
97. Inlemational CIOlhing Co Pvt lid Read},fTiatle Garment l,..,jlEl Cra f! Indra 
98, Centreal Garmenl Pvl. ltd. RearJymade Garf1l~nts ';:Ul's~d fi:Js!?lmj! tndia 
99. Ken Treaders (Nepal) Pvl. lid Tyre Relread,ng Ken TI~c:~J'?;s India 
100. Ami Apparels Pvt. ltd Readymade Garmenl Ashlsh Kumar Sengupta India 
101. Annarula Private Umiled Ice Cream Nirul::ls Corn~r House lid. India 
102, Holel Baishali Pvl. lid, Ho![?l Blij Mollan Kainth And Olhers India 
103 Future Packagrng Systems Plastic Pouch Kumar Sangal India 
104. Ush" Nepal Holel And Resort ['vI. lid HOlel Bu" (Indio) lid Indra 
105. Nepal Lever limited Soap, Toolhpasle Hin::h.:stan Lever limited India 
106. National Engineering PVI. lid, Diesel Pump Set Rocket Engmeering Cmpration India 
107. Himalaya Plastic Pvl. Ltd HDP pvC p,p~. F;lm Om Prakash t.'undhla And Olhers tndia 
108. Elctra Nepal Ltd, Transformer Awn Kumar Jain India 
109, Electra Fun World Amuseme:'it Park Arun Kumar Jain India 
110. Inlerocean Cycle Industries Pvl. Ltd. Bi-Cycies Interocean Shipp,ng (india) Pvt ltd India 
111, Highland Distillery (P) ltd. liquors Shaw Vlallace And Company LId India 
112. Holel Tragopan Pvl.lld HOlel Prad~ep Si!'1gh Pav.ar India 
lt3. Aee laboralor;es Nepatltd, Medicine Ace laboral"'les Ltd India 
t14, Tara Gaon Regency Hotel Limited Hotel Radhesh)am Sara! And Olhers IndIa 
I 15 Akash Holel Pvl lid. Hotel f}anfrchan Gf:r'al Ind1a 
116 . Himalayan Lealher Co. ['vI. lid. Len!hl3f & leal~lef Pr'J3 SK Barooah Ind,a 
117 Olympic Nepal Limited ZIpper /\khl KlIrrw Gupta India 
118. Vasudha (P) Ltd. Welding Rods Ki[an ~~~€lha India• 
119. Momenta Apparels Pvl. lid Rendvmnd'B Garment Ganal Bhagwandas RaheJa India 
120. Hama Iron And Steellndustnes Iron Blfnal Kumar Sara' India 
12 t. Inlegralnd Sleel Mill Melting & B!rr~al Kumar Saral InrJI<1 
122. Fvmesilloiling IndllSln".s ['vI. Ltd. lion H()i!!r,fJ ttJl 13;000 SaHlf India 
t23. Uslm Nepal Agro Product lid VO~.F~la!Jle Gl'lee BUH Brown ltd, Indl<l 
124. Sun Appareltndustries Ready~nde Garme'fs Pa',','an Chaula India 
125. Neoluxe Pvl. Ltd. Decorative Laminated Board Neoluxe Pvt. ltd Indta 
126 Ocean Plastic And Footwear Pvl. lid. PVC, TPR Camp, FlViare Ooean Plasl'c And ribr. Pvt Ltd. India 
127. Vasudha Rosin & Turpentine Pvl. ltd Rosin And Turpgn!ine Raj Kumar Mehala India 
128. Leatherage Bansbari Shoe Factory Shoe & Leather Goods Leatherage India India 
129. Nepat Prolessional Garment Pvl. Ltd, Readymade Garments K K. Khanna Ind,a 
130 Kaling And Jemens Pvl. lid Readymade Garments MK Kohli India 
131. Uptron Aoademy of Compuler l Centre Compuler Trainning Uptron tnd'a ltd. India 
132. Prolessional Education &Medical Services Profes$lonaf Education Manipal EducallOn And Medical Board IndIa 
133 Colour Scon NepalUd Colour, Scanning Apro Scan EXlm P"t lf~ Indl;) 
134. Ambuja Eleclric Casting Ltd. Mild St. [j,lIet Angle AmbuJa [10erro Caor,ng lid Illdla 
135 Ohaklapur IndlyanD Dairy Prod Pvt. ltd. Dairy Produc!s lnd1ayana Da'ry Speciyal,'les lid Indla 
136. Himalayan Health Foods Pvt Ltd. Bread, Bakery t,~ulhalampet t.~ahadcvE'n IndIa 
137, Pashupati Housing And Dev Co. Pvt. Ltd. Hous;ng, Consl. Dev Mr Rarr Saran Rastogi & Others India 
138. Padmini Polymers Napal Pvl.lId. Minera! Wate-' & Plasllc Botnng Padmmi Pcl,'mers Ltd" india 
139. Textile Made Up Project Texiile Products Ashulosh Lodha India 
140, Inlernational Comm. Nelwork Pvl. Ltd. Sa!tcHe T.V. Broadcas!'ng BU5!P8SS. Indlil Group Ind'a 
141, Bislery Nepal ['. Ltd. Mineral W£l1e{ Aakwa Mineral Pvl. Ltd" Indla 
142, Cross Country Nepal HOlels p, lid, Hotel Cross Counlry HCle!s limited India 
143. Bashu linga Sugar &Generallnds VIJJj'a Kumar Goyal InOIJ 
144. Balsara Hygiene Products P. Ltd. & Other Ba!sari H),g'ene Pvt Ltd Ind,a
145. Hotel Windsar Pvl. lid Holel Ram AabalOf Goyal IndIa 
14G, lumbini Modem Mallalbles Pvl. lid. Cable. G I. Wile Modorn Molbbele Pvt. lid. 'ndia
147, Nepal Lube Oil ltd. lubricanl Gu!f ASIan hvestment Company Ltd. tndl'. GULF
148. Nepal Metal Company limited Znc And Lead H~'Ljeraba:j Indostlles tId & 

K.K. Bamlord & Co. Ltd bdJa, Hongkong
149. Surya Tobacco Company Pvt lid. Cigarette ITC Lim'IBd Ind'a, UK
150 Toscano N~pal Pvl. Ltd leather ShoGS Ba!i.1rpu r Indvslnes l1d. IlIdra.ltaly
151. Forosl And Livestock Co. Ltd M·lk, Angora, GO;)t Chh~!rJ Slnqrl fmjHl, Jllpan
152. EVf?rygi"If'f'fl Elr::clronic Pvl lift lelnvlsion n;Hn In(Jlil. S. Korea 
153. Nepallt<1lia leather IllullSl(ies loalher & Leatl,el Goods DclveuclC n, Holy
154. Everest Food Ltd, Modern Slaughter House Himalaya Sago Karhalsu Co Ltd. Japan
155, Trans Himalayan Tour Pv!. LId. Travel BUSiness Hrmalaya Kanko Kaillalsu Co. Ltd Japan
156 Khumbu Alpine Camp Pvl.lId. Hotel Yoshio Nok.ilgawa Japan
157. Hotel Himalaya PvC LId. Hetel Milsui R!!al E5'a~~ Development Co Japan
158, Hills Garments Industries Pvl. Lid. Readymad':? Gafmt:mls O)lIO C0 Ltd Jiipiln
159 Sound And Visron (Inousloes) Pvl. ltd, le~~vislon t~J1Strll!J E!eclrtc Induslnnl Co lId" Japan
160. Him Electronics Pvl. Ltd, TV Sany!) [lec!oc Trading Co Japan
161. Internalional Communicalions Inc Tp.!evision. Radio CaS512!!t: S'.)~lY C:::"p0riJ!i::;.n Jnpnn
162, Sound Equip & Elee, Appli. Ind. Pvt. Lid. R3dlo &, Casselte PI2.yef fkltsUS:t;] Elcc1rlC Induslflal Co ltd Japan
t63, Nepal Hokke PvL lid HOlel' fh'C! Hc·~kfJ Club Ltd Japan
164, Ho;ol Kido House Pvl. Urf fI,)!r:1 Hal'n"~ K"t') jdpln
tG5. Tele Tech Syslerns PvlUd rp!~'JI<:.lr)n JI!0n E'n:.:l'!:; Co Lld J.w,z1l! 
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1G6 P-,.:l Ltd H K::::')t:.u1,1 KikuchI A~d O!llf:'rS Japan 

167 P0KII~1Ja f 1_ ',·t Ak'!a Japan 

1i~8 /-Iolel \iill1fjll i Pv! Uri Sal)a r'ara,an Japan 
HjD N"'p:l! FtWI And (~CH\ Sr>!VICr; Pv! \ :'1 l" 'i Y<1J:ll KW:FJ.kIJ Co. tid Japan 
170. Yarnakl;!I KJ!lh';l';{rs flvl lId Kll,~': :]"11 Yarn:lk~n ltd Jnpan 

171 Shivpud nosor\ Pvt. I !d. H~;rl T<t:1'0t~u tJakarT'tHa Japan 
172. G1epn!:1nd Corpofa:ion (Nepal) Pvl t ttl Tr:x1:!c Po!y'::,:12r {;nn Gree!'!lard Corporalion Japan 
173 HotEl Fcwa PrinCe lIfl 1+::lcl YU5U Omeri Japan 
174 Andr; Construction Pvl ltd Drv & G-:--ns{ A'ld? Conslruclion Company Japan 

Inlerl1JI kr SCf\ r::9 Jun,o Kalami Japan 
lns';:nt n-:':'>'jlns Chlake NC'odj~s "~1achine Manuf. C lid Japan 
nY;,0f Japan 
11)!fof H.... rn0 Sl0ad COfn')rahon limited Japan 

1 i~J .""IIIUj·l! I j"Io'1 I'vl I Id !J,III \,'/,'Ir·'l! r;IlI'JH't r·''''lhm!;md 
180 C(J!ll~i!Ha l\ld')cl', Llllli!l'rj ("I)'lI p, ( II.'!·;' II\!I<I! 'jilin'.! n V AlIlil'.I"l'i,ItH t It'tJl(~r!iI'H! 
181. Botnl~lcal Enterprises 11..:;.sI;c Ct' J,lll Occ!f'n Nellieriand 
182. H,msraj HuJaschand Jule Mills Jute Pre-a,;Cls Acckland Holdings lId Newzealand 
183 Nepal Hydro And Electrical P LId. Tfans!crn~'2r & TlHb)'~e ES N. Trans As & K,·aerner 8ru9 A'S Norway 
H34 Hi!nal Pm'.'er Ltd PO',',''?1 SlJ!crall & Kraemer Ene!QY Norway 
185. S'lver Fibre Textile Mli/ P Ltd. [led S!'E"I'<s Gulam l\bbas Hlrnnl Pakistan 
186 Hotel Po ace.ful Place Pvl Ltd HCie.l Na1ko() G Mt;hammad Pakistan 
187 Peacock Textile [PI lid. Texhl9 Ga!o,y Trad.ng Co lid. Pa~lstan 

t 88 Vivid Textiles PVI lid. Textile Gulam Abbas Hiraf'i Pakistan 
189 Ho1el Karnnll PVI Ltd Heisl Raja MOhammed Khan Paklslan 
190 Nova-Knil Nepal Ltd Tex!l!e & Readyrnad9 Garment Arduna Investment 'flC Panama 
191. Joyli Spinning Mill lid. Textile Yarn \';erner Blaser Philippines. SWllze~and 
192. MI. Everesl Brewary Pvl. lid. Beer San f..'IQur:1 Corporation Philippines 
193. Inlernalional Dahukenora Ind. Pvl.lId. Micro Electflca! Generating Rese"rHch & Prduclion Center, Sokol Russia 
194. M.P. Blick Faclory l'v1. lid Sncks t~in Kyung Machinery Co, Ud. S. Korea 
195 Arirang Korean Reslauranl Pvl. lid. Res.!aurant K,.lI1g Bea Kim S. Korea 
196. Nepal Palllllndustnes Pvl.lId. P<l''lts Khunsu\ Cliemicallnduslnes Co LId S Korea 
197. Goldslar (Nepal) Indusllies Pvl. lid Tl?le"dsic;/) Gold'lar Co. lid. S. Korea 
198 Nepal Sub Centre Workshop Auto .....:orl-::'3hcp Jong Min Hwang & Young Chang Koo S. Korea 
199 Koneco f'vl. Lid. Ccn!1t;uct1or Korean Development Corpot.:Jlion S. Korea 
200 Nepal Med Lim'led Oi-sposat!e Synnge H,.'sDung Ccrpor a1!on S Korea 
201 Him Dis PvL lid. Disposatle Sy:10ge Shin Woo COlporalion S. Korea 
202 Shiv" Needle Industries Pllt Ltd. Oispcsabfe Needle Shin Woo Corporation S. Korea 
203 Good WlIllnduslry Pvl Lid PtW10 Ajb~)l"Ti Shin Woo Corporahon S. Korea 
704 Nr!ko VPfltlJte Pvl. , td OU~ir::'n tr;8 Pyung Keun S Korea 
205. Knp iexille !tvt ltd r,..· x111-0 S.Ht) Woo Cmp?f311l)n S Kf)rea 
206 SN Knitting Induslnes Pvl. LId. Sf)Cio:S Afld Sports W;Jrc ShlO Woo C01POf<1tion S. Korea 
207. MB Pelrolube Induslries Pvl. lid. lubncants Alpha Pacilic Petroleum Smgapore 
206. Nepal Churchil HQlel Pvl. lid Hotel Accor Asia Pacific Singapore 
209. Salleri Chialsa Eleclricily Co. LId. Electriclly Swiss Oev. Cooperalion ,SOC) Swille~and 

210. Food SlleciflliSls Nepal PvL lid. Ir>s!anl Ncod~es Nestle Sa Company SWitzerland 
211. Machan Wlldlile Resort HrJtr;1 Emil Wena<lel Swilze~and 

212 Ganesh Cold Storage CdrJ Slofilge SATA(SOC) SWitzerland 
213 Tain' Inlernalional Pvl. lid. Holel Wang Tsun Chen Taiwan 
214. Tlishakli Soap & Chemicollnd. Pvl. Ltd Soop SIWIO Machinery Con~pany Tal.....an 
215" Sunmoon Cornpt:ter Industries Ltd C::lT1ruter Saltware Raber Enlerpflses Co. Ltd Taiwan 
216. TG;ni ne;;ofl Holpl ChJtwan Pvl ltd. He.v:! V/jJ.flg Tsun ellen Talwim 
217. Nepal Thai roo<J Pv! Lid. In:;.!;!')! rJC,,:,fj~<"}1 Ma!lran: Maheshorl Th<l!land 
218 Nepal Har.1 Engineering Co. Pvl. Lid. TlrVIs!orrner Ekral Engineering Co. ltd. ThaJland 
219 General Food Induslries Pvl. Lid. Ins!afl1 Noodles Wan Thai Foods Induslry Co. lid. Thailand 
220. Nepal Agro Induslrial Producis Pvl. LId. Oll & Fal M Suchak UK 
221. Amlfonics Pvl. Lid. Telephone General Elect:ic Company UK 
222. GOIkha Lawrie (pvL) lid. Tea Godilick Lawne Consu!tanlS Ltd, UK 
723, John Sanday Consu!tilnls Pvt I. td Cons'liiancy Poler John Tullis Sandoy UK 
224, Powel Onve1opmonf Nepal P'It Ud. Monilor TnlNnntion<1i P Ltd IJK 
225 Nepallubncants Pvl LId, C;;:.>ltol t\rrl1l~d UK 
226. Tiger MOtJntain P Ltd HOlel Explor As.a Lid. UK 
227 HOlel Monal Pokh"ra lid. Hotel Pa1flckleo Mcsweeney 8: V Paflyar UK. Germany 
229. Karanali Air Smvlce P. lid. Air Services VladImir Gnvahor Uk fain 
229 Wesl Nepal Advenlure Pvl. lid. HOlel A.V. Jlm Edwards USA 
230 Mikes Breakfast Restaurant Michel \V. rrane USA 
231. Silakii Carpellndustrres (P) lid Carret FinIshing Fred C. Cagan USA 
232. Namaste Internationnl Pvt. Uri Holel Ricpard Clernanle Junior USA 
233 Niravana Himalayani Water Company Mmeral Willer Shamsher Wadud USA 
234. Indreni Soyabean Industries Soyabean r."~lk DaniSh Machinery And International USA 
235 LTA Nenal Pvl. lid. flad~lm;Jtll? GarmenlS riA. Inc USA 
236 Data SY51cni In\Arnl1hon(11 Pvt ltd, Computer Software Inlernahconal Deve!opfTIent Instltute USA 
237. LOlus SludiQ PvL lid. Colour Pholo James lane Prior USA 
238. Tiger Tops Nepal Pvt. Lid. Holel A V Jim Edwards USA 
239. Irterlace Pvt lid. Consultancy A S. David. Or USA 
240. Hotel Vajrn Guest House Pvt. LId Holel Edward Perry Bass USA 
241. Wisdom Uqll! Group Pvl. Ltd Srhu Modules Stevon G. Mewm!l, And Others USA 
2-12 I hrnillaY-il1l Il(>ltcnptf)ls Pvl Ud. Helrcopler St?r/1ce fl·chard Deyle Tullie USA 
243 lc.'clllHl M;1gnelic Pvl t ~d VlrJpf) CJ'3':;fj!!~'3 Fllvlfldrn nun~n!n USA 
244 eoHh;r~ Nopa! Pvt l.1,:1 Soh Dr'lII<'3. Coca Cola Sou!h ASia H(hJ'rltl'; Inc USA 
245. Suns~1 Spas EIl!;l Pvt ltd .seas Oro,!e liSA 
2<16 SUflkoslii Ae!venlurc fie-heat Pvt Ltd 1"'·11")1 fies-orls CI'fl<;la Sk~rry USA 
247 LolUS Energy Pvl lid Pho!ovoltalc Adam F Frietlensohn USA 

175 Lumbini AHway:;; Pv1 l!:i 
176 
177 
UR 
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