el

e qen woll GReEUT BIVD! aIf¥d ghIeH

&

M
\|

Deposit & Credit Guarantee Fund






I>30ldoll

T8I0 oI To31 JRETUT DIND! aIfics UabIRTeT

(Peer Reviewed Journal)
Year 1, Vol. 1, 2022

ay q, 3fcd 9, QVOR

JA5cd

Al 37=gd T
JJUIGST FAUST
oA feshr= a1
1 Ty AT SRRy

A1 fedre 7=
A1 H=RT qaferan
A1 fag? WISert

Al 3T=gd I

ot 7S] ..

JFUIGa JgAT
ot fore f9.4.
CIRIPEIRERE
St WEE Jol
A AR IR

UBIAD
ferw qen st FReTor i
TS FISHIST, TF: R¥R9R%9

dadb
e e

ISBN : 9778-9937-1-2746-2
© FAfferRR FeRTITRAT FEfeT
























JJUIGDHIY : TRFa

fofrr &rr|T shUs Yo 9Y [RIT foRmad atherl a9 THET T il GRETWT BT TTIATEH
afg = faxfra wg=rmr afagly, sragermesT e, T@raerad qur ASTIIH AaheHl i1 Tl
FTIHT Hecaqul ST (HaTe 76 ATTH @ | PIIe (FETPT GREAT TAT FAThl GE AR
AT i (EaRar HTH TH UF qad QT ATl STAT F SFTFERT I TWH G |

T JAHHT AT GSiebl ATFLHAT T T FHSAR Ih] AAATIRIHA] ol JqAdAT AGAH
QT o qAT fairg SEel HT F1 TATE T ATATST gaT (AFAaNg ATHSIAAT SATeT oTATeAT
AT TR TEAHAT BiGRed! ATEIT (99T | [T ATSTHATRT THE A& Tl HaRer [udr
I ATHSTAAT TR TEART FTHIATST AGTITHT ThTATT AR TIRAT FIFTBRITHT AT
[ aRIT SardTs AR T [Giq &l HRIHHAES Gl T2A7 | Ih HIAHA AT
JIATT AT I bk (G900 AHRAAT T g3 anfored Sepepl FewRiarar fa. & 2039 efvaw
¥ A FHAl RV AH ATHDT Uh FEATHT [qfgad TATIAT TAT | ITh bl e (e
TR T aUeEHT fafq ANE FaRIE YR L e (HeT q9T ol GIE FITH FTHT ATH
Afeqcd STHTH 3 |

P fafae THEAT ST AT T FIESATSHT e WA 5 Al [auageH 3taa e e
A | TR, THIHT TSI BT I BTl &R TR TN B | BTl BTl ATRITT AT 9
T ST FHHT i "= Fa T F=AT TUH B | B T FIAH ATdh AT [
¥ T fa rar qia #E1 3aT I TA @9 Giidd o@, TAAES GHTEeT T80 e arftie
TR 9% TH T |

AT U faed AT AT ATeT AHUH ATTHT qrodeedrs qEfad IRIST qAT 7
ATTHT FATHHT HUSRATS IH: SN[ TRTSH YR TATH T HEcdT0 SLThT FTH T FHITAATS
YA ATHTHRTT TR | TG ABITIS Tl FooTanTel ATH UTShaTs i, famirg qar
qHATaiIE AT AAArE qAsifad RIS | A9E T AT SHA JHT qeT fAauH 3 |

ICTHT, oAl TUUT T FehT9T YAREA T qraar e Ieamed WUHl g | agers
YTSTH I YT eT, TRIET ETHT GEANT e 9 7 eMiaeh qearashl I e | AT Goairawier!
TEITETAT el GedTT T{ATHT ST, IUSITIT el Fia ATArT & | AR fewar a=siras
TG AT HEcaqT THTITR] TTHT TN g AT T3 ISk a9 AR AFhg ool feear

FEARTH AUET ey |

R0WR S






D

BEIIIRELES
q. STEFETRT TOTHATE ..o THITT T %
2. T FTHFRRT HTHATTRT ST weooorvveeoocrrerincnniicens eooeeeeissoeeeeiseoeeeseseeceeeseeeesesieeee 3
3. FHEARA: TN, TR 3 TEEAT s TEIER FIE e J
8. YTeTeh! {TRIT TOMCATR] TR oo TETRE TS E
y. Sfehg SR AT U TEY

THIE T BT oo ATSTATTTRT AT e 20
& HE AT YOMATHT SATRERPR SR ..o, SAeH] Tt IS oo e
. fI&TT FREJUHT I Bkl HTTHHA T A= Heh...... 22 o e OO 3Y
S. TUAHT F FRETT-TF TRTT v EE T 1 I 3%
R. TRFETT FTET T T TRTET ST e 83
0. =R farsgant Hifd: aferor shifa =

TATART TATTHE FTETTT oo TORE Tk Tl dMHlS ... 9y
9. ad=taes el T e foaTs e e, TIOTIT Do Y&
9. foI ATSHTER] TR, <t

TSR] THET T T T ATSTATR TG v HEE fEe@R 318 . g0
93. JUeTehl 3ok forRTenl FAHIEHF HaTaeh ... fome A o
99 Y TURAR ST T ARG & T A =9
1. AT Feeh! fafqas qen

ferT T il FRET0T HITRT YR fOTE IR e og
6. AR AT =T Fad &el Tarell AR

STTETTRARHT TITUERT TR oo e et S9e (S Te) o 3
9. HATSTF FREHT &HN FHART ToTqT Bl oo R 2 o1 > O 3¢
9. 989 o1 HST FRET FITHT U R

AT ¥ FTTA STATUT oo T AT oo q03
9Q.TUTCTHT SHT &7eh] forehTef T 1T S&RATRI STTHH

T TAITED cevvoeveee s LTI TAT e q05



ST JUg

21

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

Nepalese Financial System: An Overview ............ Dr. Dandapani Paudel ..o 119
Legal Provisions on Credit Guarantee in Nepal.... Bishnu Mani Adhikari ....................eeee.... 123
Credit Guarantee Schemes for Unlocking

Access to Finance for SMEs...........cccccevviiiiiinnnnnn. Rupesh K. C...ooooeiiiii, 128

Impact of Macroeconomic Variables on

Stock Market Index in Nepal.........c.ccccoeeiieeiiiiinnns Bhoj Raj Nyaupane/Suren Babu Kadel ... 135
Some Bubble Stories in Global Financial Markets .... Rewat Shrestha..................ccccc. 149
Life Insurance, Nepalese Perspective ................... Manoj Kumar Bhattarai ......................... 153
Nepal’s Black Economy ............ccoeiiiiiiiiiiiiininnnn. Dwaipayan Regmi ......c..eueeveeiiiiniieneeennn. 159

Contribution of Tax Revenue to National GDP:
AN OVEIVIEW ..oeviiiiiiiiiiiiiiee et Dipendra Subedi ........cccoeoeeiii 165

World Trade Organization Membership and Nepal ..... Ashesh Lamichhane............c.cooooee 170

Monetary Policy Stance and Central
Bank Digital Currency ..........ooeevvviieeeeeiiiiiiiineeennn. Binod Bajagain.........cceuuvveviiiiiiiiiinneennn. 175

Financial Access : An overview in the

context of Nepal .......oovvvviiiiiiiiiiiieeeeeeeeeeeeeeeeee, Basanta K.C. .....coooeeiieiiiiiiiieeeeeeee 181
Financial Inclusion: Where Have We Reached? ...... Puspa Bhatt.....cccooeeeeeeeieiiiiiiiiiiiiieeees 186
The invisible banking ............ccccviiiiiiiiiiiin. Suraksha Somai .......ccoeevviiiiiiiiiiiiiiiinnne. 191

Behavioral Finance, Advancement

and Today’s Context..........ceeeeirineeeeeeeeeeeeeeeenennnnn, Pratigya Bhatt...........ooooeviiiiiiiiiiiiiiiie 196

Women in Mountain Tourism: A Nepalese Context ........ Aaditi Khanal .........ccceeeeiiiiiinieeenee, 207



STESTD] BANEE

fAerT qar ool TREA P Yo g W IR ¥RIAT AUAT TAI WH G | TG G@T HAAR
AT P AT ATl Aqaq, stepy, fad evmaa fafay faoeesd s qwefad dedesed
JUITHIE o, AT U T “TooAradl” ATHE diie A9d qThd UTSHhes AT ThH
FTIHT FHAT THAT AATs G ARTHN G | BT AT T F=AaAT TR areiars a9
FIIAT U RAAT (e T faears 3 |

% 30 @R AT Iiree [ATH (91.) . FFIerehl SqHT FRATIAT TURT Il AT [HETT T4
FSAT FREAT B UA, 093 FHTH FANAT TIT T TR FTHT ATHT FEIRTT HTAT
efaaa 9T T B AT FIOHT AR ST E Q0 AT TR B | IS ATEEHT BT ATHT
THY FAAAF MATIEEH IAE e e qlgax endd TH Thd HUH G | HUH AT
JCATESTAE ANMUF qhgel ATH FAATERT T oAb/ faxirg GRATeEHT HIT Giqehl fqea@adrar
JoA T FURHT Fobel TS, | hITeh] FTcieh AT AT SF AT FITATS TF HALHET
SATSTAT TAL T ATAL T FedWT TATG HIUehl AT, FHAWT a¥, dqd T,
AT A S, A FAT faeirar TeAT ¥ g SFERATARE T Ui eMed AR Johd TE, |

| r53ah | q



farfrer JUITetr ATR AT SITEHIh TeRaT el TRTETAT FRE0 JaTH T TeATHT qHTeT Heeaqol
T3 | TFAT FITRN IHFT A0 T2 BT TEAT & | A6 a7 faeira AR @ end &9a
P fafiT=T FRET FTAHTAT Mg RIS AATAH] [T JUTAATs a9 FAd TS T ATaLTF
Ifag | fgedl THIAHT FTTHET FAl GLEVRAT qEafvad HAHHAEEHT dF qoT foaxiia Feares
AqEg g1 FA fqgar quHl fE | a9eTe ARTHT [GFHT FIUeHl Fol qRE AaATdeh
ATHRAT Jooied IR g AT T Albeg, | ATTHT  [GTAT FIUHT GREAT FAFH T AT
FREARATS U = AT FATAT T T G=A1 Gefigelrs a9 FereA0r Ta+ @il el
B | T, ATV &TTepT (ATATepRor T SATIep FRET oo (ETOT Wha T AR TaRed 1Y
FATAT T ATAYAF LT HT THA (MG T ATewg | R Hd FaATATR! AT TATIRI
(e 7 Sgaaraael A qrEedE Bl FEAAT [qRE TAT IR Al ATALTD
TEH T |

TATHT TTHT T T HITHT ATSAH] ATALAFAT &1 | TF ATHFTHT BT TH T ST T
I 2Tfaeh THET TIT qHHTHAT a<h T =6+, |

AR &

FTET

RECIECAIEIT]

[T&T qAT Foll TR H

3 | feréia qer @it gRemr B |



U hIicbNI JIEIhaJTeh! feaaidi

AT RPN FAATIRTGH 098, FAR ¥ Tl Mo awite =7 woer fafaears (e qor
FAT A FITH] THE FIAFRI Afdbd TAT Ik TRUH T | A ferar s 1=
Hecaqul [TFHETT T8aT 9 FeIRTT qfe=e! giteed 9+ SIATAT 9l T HITeHT FTaT ArsTT,
TS AT AHATHITH [ATIHT AR THER! FCHIT IATT THEBT TEHT G |

Y& ©, SerE fguel e

TR« AT O F9 JRAT FIVH THE FEAFE AAGAD TTAT ASTACH &, & TGS

SdY .

TAATH & ?

fairar feamaret @TRT TSA®T U Hecaqul T T Madd! THE FIAERIe! e
ATIT UTSET UHEH G G | Hel TRTE F S{aTehl U HecoquT ueliede! SUHT [ Uehl g | 4,
H T R FRALHATTS (G999 T T8T TES "Il AR, HeAl GRUE ¥ gAre a4m famifegar

FAW A TATT T FATE T (TR IFATTATS THT geare 9= =eg |

T GEATIQAT QESE GTHT THEH FMAReHT e IR ATqede! Maaar Jaa

HUFHATE HEs T RGP 2w | T8 A FeiT Sate STSoar | A9Tear JXemy 3
frol S FRfRIT &R SR AfETE | AT AT qAUTEATS A AT v 4 7

IR © AT AGTITHT ARBTIEAHT = FTAT (e (il ATHETIDT AR AT 8¢ FTTHHEE

TRA AUHT B | FTESI b AT G S0 &bl AT TATAHRT AT T, T

| r53ah | 3



AT § TSR G | T AGEITHT R (AT STl SHaeTs #el gaerdiel w9l
feruert g | AT i BT Whve 3% 9T BTH TLH q5 ST ARATEE AT oATHT Foaiy
ETThT TEAT AT AT T g FEATETehT ATTp1eT T T e fagell TRehRapt TUaT
FRU HET fqaell FRpT FoeT ¥ e dEn i 999d g | de q9Ter e & ¥
faraelt TR M=o JEAETHTMH R ATHT T HIUHT A FHARIG] qrasiAh
ETTehT STASTE HIUhl BTATATS TR TTHT O GIel THAAT T A&7 ehiaet
T Alhrs A HeATs ANHl B | 79T AR aid ATasiiaes &7dT il &7l aad
e faTe weg R Teeer Fa9T Al fauet g |

: fol W WY qUES AT T NS G, AHNF qoe ST a9 YrAares

T, FreAT AR W= FE TS TAT ?

: ST TS TEaT HeATs ATideR ¥UAT (M W WIgarees far | a7 T fory glaem dwaT

f7e arer AT FAoiT TS geel ¥ ekl Afwd® e fF &4 Afheg a7 & faaefr
IRFRFET T AT 997 | a¥ deATs TR AHE T THATEE I5TdTs MR T4 96
Tl qTAAT SN TSRl | THepT IROMH =T 1ol |/ 4T (e 3 |

: qUTE PITAT AT PP AT F TLSTHAT ?

Shid

. H BITHT AT ATST Al AraITwaT 9 7 Beh A9 941 | Hel Fet Ffaqwra faozra

AT 2T Bisd T g, S Grerepl (90 | %, Ja<am Hef Aol &l Teqa, | o]
T FEG=ATAT TOITCAT, TSR UM, FATUTETE bl JEI= ST 3feb HrIG=TeA
(day to day operations) ¥ FEfad BhaTETIE® b F HHAR TERl ITU | AferepiaT
FTATTAT TRFIRIT AT THITTH F g TR W |

: 8T T F GRAT PITAT AMEA AT AR THHT S T 9T TASTACH G ?
. WRTHT ¥ FUHT HUATs 89X URadd T Al g | bRl AgAd [aedR, wTer

AR FPITSATA(E FEATAT, FMGH FTEITIT AIATHRT &TTA] JTATIHAD BT T HT
~ ~ a_r'lll

: B A fIARET AT B T Qoo G ?
| FIYH A& T T3 dl AT e B, TICT (M&TT A& T Al oll e | fqarg

QREAV U THINTH ATH AT 8T Webelw T AT e T {aiir Temeht AT aAfefama
Y& PRV (A FIAAT HARAT THITTH QIR IRT AR GTE THITET 3T |
T HIAT HALAT  ARHATSI TR T G (FET FRETUIBT TRT FALT TGTIT Alebragy, T

| feréra e st JRerr B |



FATIAT TR & TN G | BT GEERT AART AN IUATTeR qawed 7 Frd TIT
TEH G T Gl ATEAR T FF qE TRGFFN G | T BUH TIFLTEA THI G5 AEATE]
STATTAT  FSIT GRETVRT FafTT FTIHHAT & FT AT ST TERIAT TZTHH B | P
Tl el holl eVl HTAHAATS TATSH T 99 a9 [qardr S fad #11 d&g
R G |

YT . PH 4o gfg arfg dEr A /W G 7

JAT: BIUH B GHd T THA d8d Tl SMGHbl ATIRHAT A=RET AT THITTH
FIATE ATAYAF ATH ISl T BT BT (AT FopIh] AT eI TaT e
T AT I 3T | AT AT AT ATegEaeTe IS F9 ders 99 ArEaedswar g |
ATHIFATATE G I T I T TS & I GRFRE @ qTd I Ja%l T | § 99
faeqars afeaw fadeder TTAT (Ul g T 79 ATeHdT A (qhaee T, HITH
AIHAR AT FEINTT AR ATATS (IS, ATt R fAeprere, fazeft arq e
HIhd W [+ Scate faoeaes @il 19 deaad 997 SAahdsl HAAT g | 39
forspeq afebe T AR dEE qHE IUAH AT T T 7 TATT |

T BEH FEGA AR FIA T A @H G ?

ST TFHT Tl HEA T bl LU BTIEAHT AT TRAAT I AFIahdT HeTqd
THT G | B AT FF JAT [T GRATA YATE TR Follbl UHHE ETHT
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Hichreg | TEIT T H] FHATATAH] [dheuet el JHIH &1 qhg:
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A AIAT T AT HAaa gIes, |

qUAT, THTIT, &THAT fae, el 9=, quEel @/, gged, 99=a9, 989,
AT TS AT IR AT TN F=AT THIEE, |

farTEHE FTETHT AT HTaeh! AT, Te, IL T AT a1 FRFHA AT, ITAHTAS
TIMHAH! AT, Tfahel AederT e ST G, SA-idd Sedary e H=rq=ael
TATAE] €A EH UTerg | Atad IAIEed T qodd (HaTge Femdie que! Areadare
Tedl fasfa, faagiaars gers afe=g | Committed Bureacracy, Result Oriented Bureaucracy
PN FFUTON AT FT gIUGE | TLRH] Gl FAIBT T FIHIA AU AT
TS ®IHT 9 T AT FIHEE (Ao(lerd, qEE GH a7 q7 (Meprere Te, fomam
FHATAAAAT ATHA AT T, AT [T TAEHRIAT TS 1 T4 TEE Icqadhed

IS b HIHT [T9a&d g qlepes |

q. frardt, 7l (R0%0) AESE TETH Fel T&Tew, T [Yrad UF T9

2. TR qfAehT, Hred HIHET q9T |THT T geared, fafqe &

3. Tz fraea (Rouy) faera gemas, fexft arde feed ur.fa.

¥, AT TATHAR! Y, AT [RASAT 04Y, T8 FH=ATY a1 9lwg,

L. Acharya, Madhu Raman (2002) Busines of Buraucracy Phulchoki Printing press

<. Public Administrstion related article, website: freedownload

9, Rondinelli A. Dennis and Cheema G. Shabbir, Reinventing Government for the 21st century
R
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olUTeTeh] [Tl YUITieh! BUTGCRUI
-TTEY9TE R

T -

RERIET AR JUTErar gfafs swar $fifqes HErel Jar=ar @ | q9Tel HaTehl giaerd
T qRIHT @ | AUl TR I9 HeARH 9% STSHT HET Th g T | THHII q9=Te
FAHTIRUATS T T 9 (R T UF fafq= Tarere THH AU Haeptehl 9 gearsd
AR ARG TR THTehIUTehal AR Meel Afqaar Jetead ae qa1 (Fqeepn) g& M
TR ATHAT HRT (TpTE T Vet f7 (.38, [ W) | TATeAeh qRhTeT JUTeire] THTeT
IR AU I Seh TATIAT Jd SRTATHT ATNT 8 T Jomedt  fo27 | 9 qfiv=re Sired 4
TN TEF AN AEaT ATEHHH fG@racd qe(sb Th qUUiT Fifqss TIHT sk @ivgd {447 |

qATAATE AATEAd BT STARTHT S ARATT qIHRT JART THIEET | ARG Afesbad
Td TR ATAIHAT ARAGTH! AT AFRATHT RO ARATT HITRT TATAT AT TaAT
fet | AUTeeh! ATATATERA T ATSYRET SUTeA] AR FTHA (A F@sT aveel (997 | S9TerH T
vE AHT a1 HeTe =R &3 TUH SATIRArs 979 G FY AU | ARAS 99 9589 H
BTTSAT HAT AT T, TATAHT ARATT TR FATAR A& AR AT | B8 AT feraelT /et
Teb ARA 30t (W1.%.) fool STaerg AqTelisTel STl $9AT (F.%.) A& GEol & WA
TS | ATE. " A.5.F fafaaer R (pegged) U 9 U | SEer RO fafaaaer
ARG ATZE~AT | YT FRIARHT JHA TRATT FUAT TTeprd Fa |

IS SFehT TATIATRTA SETEE Hel THE TTHT HAFHT Uehel HAT JOIAT bTaH T TR
JUITEAT SFATeqd T Ud 4.5 fafaae azar ferar e sl [ | aa9 Jureed qehmr
JUITATRT SITETHAT 6T Sehebl TATIATATE FATAHIT TATRT FqT fergess | AeiaeAes Aifaed
TS Tohel WA (F.%.) TAATH ATIT TITA TS ool TATIATH Tieedl 397 (4 7. 3033 T#)
AT HABH 9 HCT TR FrageHl ATRHAT FATATEE GIedl Afehy JaT &I T aTedr (.37,
Y AY) | HITTHT %] Tebel HRT TUITSAT LTI T 9Tl T SebedTs ShUg Teh Ik ATIRT
foait | @ O A9 R el fafad ATATtHE TR RO AR I AT AT
ATEH ATl Iareafd el AT T Afheg | ¥ IRPNT FRIERF AT 4.5, dedh a4
fagefr et wAmTHT awast § e g 1 faaelt 791 (fa.9) #FRER W atqa woer Jure
AT FHAT AT (AU WA T Flepe HATATATS Sebel HSTSHT AT AN THI B | TIET

BT (ST, ATl T Seh
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YATSTAeRT SATRT Tl ST sebel ATF HRIR T&T (9. H, FRIAR T o TR FRT 31500 ®H
FHIHIATS ST Y&t Wbl g (.31, fageft fafaaer sraeamm faam) |

AT HRHTAT JOIT=T ©

AT TRl TUTATATS (AT TThTAT JUTCAl I A s, | T A A e
AT GraTIdehT HIAHATE ST DIl THAAT &% FeAT HRIER Teb TIHHT THTEA T TFIT T3 |
TR T TraRACHT AU FATY [AehTEHT B HATIb ThTHT T HIATSe TUehT
T A AP SHTHT IUN, ATAR, FTHT TIT AT &7 HErIS TR & | www.statista.
com T IAAR A R0 AT faeaawel faeeiiar Toh™l FRER c4s3 9d dHH g T
AT TRTHT B | Fa=qeira qehmirer & ST fadesar o faear g TTss St didel
AR AETEr R03% I faedra srRiamedr arfie diwd 9.0% gfderaer gfg & a9 R03% &1
A=THT 935 %Y A AHTH TAX T ATAM Wl B, |

AT T XUk [Tl AME TGHT B, | TUTA I Sebe] AATHIT LT TTeedl 0T T
ATSTATGTG AT TUATTR ATAATAEH SRTHT TS Tecdehl AT 2RUHN B | TART ATqTh
YTE(eF STRTHT TUTTCATehT (epTaehT SATRT SIRRTHT 9T Segdia YuTelr avar=4T "Nepal Payment
System Development Strategy-NPSDS, 2014" ST ITXT SRATITHAT ATTH G | Ih 0TI
AT Jeotd 9T ATAHT Nine Pillars 86T STERET § TTeleh! qRRTHT TOMCAT {oIeirar Joreirar
FT=ART & IATTHT 2T |

ATYfTE TR JUMAIHT AT FI@ AT AT LA SqqT

HTRTHT JUTATHT AT FgE AT a=dT g9 <l @ | FET T A9 AT b UF, 045 o
ST AT AL, TEET AT FeTH HThTAT TUTCATT [aebTed T ATTART P G | A% TG
FIHT TRTHT JOATRT forehTar T AR T a9 der SRgUehrel STehTel qa7 HEATE T, 094 (T
Tfeg, U AITHT) FATEITHAT ATTHT B | FTATFATAT AR AT AT IS Fehebl =TT
qrafaer YR T9T hegdie FiaaTEe, 2009 FTE T | TAel HFgdra qehTE! HRIER
T fafttee gepfder dwaes: Rl YUl g==ras (Payment Systems Operator-PSO)
AT a1 Yer@d G¥a1 (Payment Service Providers-PSP) &%ehl =0a@dl TRl & | T
AITEEATS AT TaTH T 6T ool AT HId, 093 TSTHT T HTATEATHT TR 3 |
TET AT FTAR BT 40 a7 HThIAT JUITCAT FoaTeleh T 9 T ARl JaT JITAF FEAET

T=ATATHT TEhT B | Ul e 41 faciia GReammesars Soh=l 4aT JaTdes ATl giaaaar
HT TH G ST TS TATAR] STehg JUMSTHT HrATd & 9 aiursd oo T a7 o
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FEATEE ATHTAT YAT YaTTHH STHT U TRREH G | AP ATl Jararasd] FEqTead!
[RIEToT EREET T “Payment System Oversight Framework, 2018”7 T “S[chrel JuITelr
fARTEror qor quiae fafqaHmEdr, 00 ” FRATEITHT ATTH B | TR Jardaea=dl Fars
g7 FARId T GUTAMHT ATag AT GTAAT T{a ARET, TMedh FqRell, SaH aaedrd,
faeT ST TRa 3 |

T, T TRTHT JUITCATRT ATHT Tar9a% Retail Payments Strategy, 2019 @[HT T &Y
AR AT HAH! AR ARATH AIATT g1 AFET (HATSUH | eeed e
PRdTer THUTHT HATIIT T qUTe AT b ATl 9.8, 095 9aiar@ Real Time Gross
Settlement —RTGS FUTTEATeRT TATIAT T FRATEIHT ATUHT B, | Tl TThTAT JUITATeATS ATSTehaTd
femfader 9 JUTeT I AhRT THARPT GATTHAHT HIAT=E, FeTei@l HI=F TF RAAR
TR AT FHA @ T ITq FE AT AT a8’ Pl TSAR] AFLT TH
B | ATSHT BTH, FAA T ATTPR FHPT ATMABTHT Y& TRTHT B |

MG chlo SScol dblaT e I JIMRDBIR :
q. qRRTHT JUTCATaATS GRIETT, SFafead qoT 9ers aeTs faxird e Sy T, dray
TR T, AR GOCATRT  favaasar afqdfg T q9r SR quTelrers
ATYITRIHRIT T TFIIHT AT SaedT I |
ARTAT JUTATH FFEIdd FFAee e a7ad T+, TR |
AR FUTATHT FFAfeId T TpT FHBRATEESH! AATHT ATHIATZE T |
| HEIAT T AR YATIGTIHATs TR THIAT AT9F (a9 fae |

U faufed &9 FRETET T JEATATS ATIITF FRATET T a7 BRATETHT AT JEieerd
fepToraT ot qoreH Seerg fAde fae

%, WTHTAT Ul AT 9T SFA T FTHT FoaATdd HU THUH] G HT AT, [Ha
FoT (RN T ATeddal ATAR [dia= gridtae afard qar ITArEta T4 T |
(YRRTHT TIT RIS TH, 08 THT ¥)

X <X W

AT RT6Z Sfebel (AT TRl VIR ATSTT a7 faxirg & faepra orifaar afa Sarere!
faerm SRt goITelTes smeafareeer ud xafead e ARfasiivg asardadar @red qdr
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A YHUE W/ Tad &l AGF AhTAIH Tataeeesl FANT T AhTAT Jorerdrs 99

>

AT ST ALTATE HAeT (&7 TITeT 6 STBAT TAT (qTRTRT FTHT “SqRTHT FOTedT faaqmr”
B TS 4.8 093 AITHAT AU 7 |

ATfHF STHTAT TSI AT

AT AR feauent fefsiaer Jarer Tvawd Arifeasel FoAr 997 FoawE! AfdhaH AN T8
fafaeT ereder amaTHes FHer S, TUeH, A< JaT, Ffae[adl, el qardmrR, e, @
¥ BT EAT AT ATATHET [TH T T AGATAR G3E ¥ A AATABT A& gMigqet T AToTT
TATTHT G | AT GUSHT ool TRT FAAN AT I Aol ATl IRTFIRITT TR
JUITATATS FYT-AROT 9 ATelehT RITTT qd7 I¥aANTT GAT9Es Ua (AUl AMAid qa<Teh
PR FATAHT (IR AR el ATeiad aRumHes MU @A | = Sehrrer e

AT ITHIH TGad] JAATCHE AAXATATS ATTART o q AT faguat g |

aferept 7. 9
faereirar ag=reh! sraen (Fercs Jufeafa)

EESIREREICE] 065 FER R AR | 9y whw

TTRTHT YUl FaATAh 10 q0 0
TRl AT JaTdH Q0 RV o
ATere AR 5 o5 %1% 13,594,233 WY
ufeww #fr ¥,33Y ¥ 0% &
efae #1E Ao 5,53%,544 10,54 %34 3
Hfge #1 oh 123,30 35,9 ¥ ¥
Hrarger dfbs wArTEHar 19¢,9.%,53% 15,300,344 el
gea¥Ae dfhg TARTSRAr 1,4%0,39 9,55 %,390 ¥y,
FAFE ATICH FATRAT Y3Y 1Y 5R%,3%9 &

ST TS, RN JOITedT farsmr

HITIRT ATAHT AR AT ARTAT TUTGHT b AT faiTT FEar aree F STehrer gomedy
ATk T FAT Yah FEIEe 39 a1 oAl TEH G | R09%, FTARHFTHT dTeld
TARTRAEEH Tl FRT § FE 39 qE@ Tl G 7 Aldedl ATRAATAH] JAATAT Hied
WY giqereerr Jfg & 99 S qur faxir dedarewer Afteddl STACHATAHT TAATHT Hid <3
giqeTder! Figaied Fa q FRIS & AG Sfad HTE AR TH B | WA S1ehg TANTHATEEHT
T Joied Al 9% T § FS 53 A TH G o[ Aded] AARHATAH TAATH]
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FF % GFATART Alg BT | I, TravAe TANHAEE 09 HARHATIHT Afeea] TER
HATIR] TATTH Bid ¥y gfqerdel afgafed Fa 9 ard W S |

(e TR TOTATHT FAThATEEH] GIIATY AT AIAeh] FRIAR Gl g7 FRIAR
THH THA Soie J1g HUH adg |
dfetert 7. R
[ qhTHIRl PRMER QT AT FRIAR THHD AL
A 095 /6% ATt AT A, R095 /9% ATt
P 1.7 AR T i 1.7 AR
faet FRER g | S T e (e | o T
Fig gfqera THH dig giaerd
ARfesTg G041’V %9 ¥,93%,095 q04
e 93,%3%,¥43 RY 3,0%0,0%9 13
FHa AT 3R,%199%% 9RV 3,059,9%% 1@
fae #we 190,530,%4R ER c5q,3%% 30
Higa Fe ?,R90,%%% R 9,993 ¥R
grave dAfpy 3,344,555 & 4], ¥5% &
Hrared dthyg 159,494 &% &R 9,R10,93% 9%3
EIGES 1%9,%¥%1,233 ¥ 15%,R%3 B
FIAR T 35,340,00% 53 % ¥ o5 &
forsir (o) 99,093,039 4 49,%3% =

ST T, AR IO faamT

A A, 008/ 95 H FYARF! FRIAR F&AT TAT FRER IHAG] TAATA] AT, 3085 /0 AT
ARTITTH AThd Hixd © A 49 FRFS FRIAR AHATH FaT FRa ¥93¥ qF aRTaeb
FRIERE THATR TR B | Tagedl THIHT IS AfedT dAR{ITHare ®Ra qads &
UTEE JATEA RTERB] BRIAR ARHTE G bl T | Alereed| AT F.BI TATAT AT, 095 /9%
AT FHAR ATHTAIR] PRIAR G@ATH 363 TAd T BRER THAAT 31& Gqd gig g7 el
T | AT 2T PR A ISIATS TANhATS el TR aMgwg | AT, 085 /9
HATTHRAT fa=IAT TRTATRT ATegHeTe Rdd THUE i 9<h Adidedl & TEed Icaradehl
FF 30 YIANT ATARBT FRIAR TFHATER TUH [T T A1.9. 2009/ 95 FI 9T T 9
gfqeTdel & &1 | A a9 FREwH feafqers gar qarad faed qohmr waer - e g9
TN T AUTATSTAHT T §3 TTUHT AT &7 |
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ATGE ST JUTART AT T ARSI Foa

AT faR SRR FE ool qAWET AUATI T Y FHES AR At S |
TRFIRTA STRTAT JUITEATeh] TAATHT AT SATeHe JUTeAl 1€ 99 SANqIo ¥ S\, |
fadroa: faerfrr gomeireT sEerTd T SR BT TRERNIT JUITT] @R § qRadd gq
W5 | d9Y, Afawd T GEAANT AT FEAN HFLAEE qRadd I @rar TR
B 9 ABAH Jatddl JARTHT dRFER ATeRed IRadad anTd G87d d@q oeg, | SiaH
AT (b ATRaT grotTeg, | faardar sawr v faxirar SoRTeeo age 9" a% adear
HIATST SR B | ATgaY RIS, STaTehl TRETHT 1T TARTRATEGh! TATTAATRT FRETT
T Haaaery e AT B9 aEiead QR RaTaesdl Yqdagar 997 Saiahdr aiae
AEATF G | Gatagel TN TH Ao AgaT TN T Toees, 95981, Bih ol qeTH
Afthes, AHTTANE S0 HTH T AThes TF GRPRT HEAIT THUHT ANTREFETH Gal
TEATeTE e qehTreer oiers fegrsd Sfas ==ifaaer #m &1 | wex #wrd fasei

o~ ~

TTRTATR] FANTATS JTHIOT &FaF R T 40 G | JadRel 98 dagqay adrsd ety

~

AT HAFFT AN SHe Sl FAAMTYY F1d &7 | 98= faeqr T Digital Payment Ecosystem
#1 faear Ifas amavas g a9 G SRR TANTHT JIHT GEareRordrs e o<
RTeATeRT SATIRAT FRTSH U SfEg | IMTT WA A9 IMATTERATE AT RIS AT=E
HIAHATE FH Twa] FH ANTTHT HHATST T Al AANAYU F &7 | A T AAqesed
A SR TFT HeHH! AT TR JOTAT 1 ST | A ITq AT AP Hi(geh Aiferer groon
TEEHITSTH Afaerv TT=r JAT TTaHT TATIAT AT AABHT ATRA [T AR FIE AT
g Al AFeAF G | HETdl (Ha=Ahd] PRI AACATER T AT AT Hd R0 Jiqerd
A S G fa=ciia ATeaAeTe g9 TUHAT GRHT ASTE qRTHHAT ATHAT AT STal
B | ANREATE J&TH T FaTars a¥elehd e [giiad quTd hwHabdars Gawarse T qamed
TATSH ATALISF FIAAT AT TAR I JM@UeHT G |

T A,

T T Helhepl SThTAT FUTT Siq GeTH T q3@ I Gl T F9Tel faeii qorredl are a6
FITT q3¢ TS, | (A=A AR TUTATATS ATIIF TTRTAT JUTCATR] STAT Zeg T TRFRIETT
YUITATRT EATHT AT JUTET GeTd T TGN oA A | FeW SThTAT JOTeATe el siebel
TS Hifger Hfqed! FAT=ITH ATT TOTg TATST A0S AT TAFHNRT el aeral
TeTe RIS AT TMaraiaesdis G0 TeraT AUH a7 faug fad Sifder @it q6qq 3fas
Hecd Ul A= | qUTeT IS Aebol ATHRAT gl AT AT 053 3hg ATHAT TRERRTT
TR JUMCATATS FI2 JUMEATT $T=AR0T I AT feamae smsT @@l & | fasedm
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SUFIUE%eh] SATTHAT e FIATRIT [T PRIGRATS FoATTHT qTGUAT Ui IT AHTFT 9Te¥
I AUHA FAATIRAT AATST ATAYAF B, | TFHT AN a2 goredr, faga qararar
g9 AT ATaeTE Sfdeg | fefsed gfafaedr JAm qur AT AR A UF b e
e gig A aterdr are e, (fesfied Jare BHas, 209%) | v S e Jar,
greIAE AN g Jodsh 0 Jiaerdesl afger 9.3 gfderas! fd® afy Ass | age
AT qavel AT &FAT AT AT G |
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Sfeps SrTepT JTATOT JRAIAST Tadl YaTd UTol Gcaa
TSATCHH aqrar

fowa A

T T SAAT UL e AT & | FRATH SrIRTAT  Afeqed T gAE qrearTen
AN FHRE A AORed A | dX qerEaddre "9 9 ATgR - ¥ A
T HE JAACHE TIHT A § TEHS FEATEAIAR FATAH A AT faw SHEfaor
w3, | dfgedl 0T TSAAT ATag [ara TRIPRaTATe sl ATHeldrs qRaEe ¥ IAvarl
e FEGT T [T JUTCATRT FTHT TN GIMAT M g5 TR IG5, | GEIWT
QAR FGIh eRIA HAALATIAHT U7 TRENTAT, THTRTRAT, STATREEaTHT fadbedl g |
TGHT ATANTR AHIHATHT fod ¥ Arasiiae GRIPReET AU 9 3faes a1 Taws g3 |
QEAH! fauzHr fafaer svaRifted (e a9 fagresd AThRAT (=R qor aiedraes feuer
B9 | R a9 fawawr s faerg a1 @wead @A (Organization for Economic Co-
operation and Development-OECD) o fafae @#awT 8% HAdhesd! dawardrs aHdl deaa
AAERT THT AT FIMATH [GgIqes THd T&qd THl sfavg | I TedTel FLAmTd
QUIEAATE B T FASTHT HINTA T qoantea g7 TBar T Gafaeh 991 qiewie TRept
B | T FIASTAT AAg Foaee qOAT, NI, T T8, TAT T FAPRATAEEH
e qur qfEers fFer e Y fotr g @it Wi fawer aeer T e
TARE | TN AR THIIHT ITh GedTel hel ATTRET (g qHd J&qd Tehl T
IR T TSHESS AFATS o TR WHT HRTGIH Ua AT AT oAl T Tehl argwg; | favraa
A =R T Afqataarer afdafs afaerara fHemaare ga Nfara gemEm«ars FHasr
QTR FHSIh TTHAT FAATIRIHT AT & Tl Iawg | TR ATSIhd AT a3 I
Sifee T B |

Tl TG HHT ASTATTE T TR ST GUMHART HALAT FHSAR el ITaaes qrasiie
T TRH favg AT IAH ACIF JAT FAHY [GHEAH qeAF AT A q9aq T J9mEMe AR

*“Frrdure, AU A AP
** Corporate governance is Procedure and process according to which an organization is directed and controlled.

The corporate governance specifies the distribution of right and responsibilities among the different participants in the
organization - such as the board, manager, shareholder and other stakeholders and lays down the rules and procedures
for decision making (Organization for Economic Co-operation and Development- OECD)
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TR AT g THE FF qedebl TTHT FHS FIMATH] AGTITATE [Ageg | AT

¥ YA TN GUEAATE TR T FAdIEF ¥ ASTATTd qavard g g ATa9ae ara
TR ATRTHAF &HT GUMEA FAF T F0F fafer T qgfcqept qramr aiver gwg | d9%F qurd:
SR faeaTedT foa o Sfeps SET TRARTT AR Heed TAH AT9IHal qfdd g |
ciferg & drerepreli @R 9T gfder Sif@w (Reputational Risk) &1 §eT #iid 5 FearT
FA A T [qF Tqq Ygiq ¥ ATEROEeATs A | S [a0depl Joae] TRIeR dLTH
feam geTfaeriess A=, A= Afedr T qUUEHET MGURT g7 | F FAT a1 A
fder W TR AT SHERATe AT Sfhy SEHT A9 QUMEH WA T Alpad | AT
Fgrfere a1 afq afg raeiie ¥ JeRoRT faw &1 | o a9 @ Sfery e qehe
THY AFEAT, Talq T TATE I TH@ qcdehl aT<AT Teh1eT 9T JATE TRUH 3 |

AT AfeFF AT YW QRIEAAH qFe 4 ¥ qafe

TRl Sifehg &rTepl faehTar T TR hitHeh TTAT G AT g THebebl TaAT ATTh
EFTHT AT FEATEE AP IV THTATHT JLHT THTEEE TTATF g7 AT i 7T AT Sebel
qfeell ga fa.d. 04s A q TasRE @N g T aied SHEe T T I FLART
WO SR qow aer (FEem o €) S e oy | aauesma faxi gt
GUHT TAT AT T AHAESATS AT g e Ih (M THT ATe] qHTSI
TS ATUHT B | ITh (HeTTAT faxiia IR =aredl 3 QAT HEH T (o T qeafed
FATH THRATT AT=R, oeATAFRe b SATAIHR, FHFBRATEIT FoATARH TaThaladT,
faira @md, *ofl {9 awasl, 97 FATHT G=aTAsh, odTgdR al HIARRT ATTER TART T4
AT AAAH THE aEITee THICTH @3, |

faf= FTAGUSHT TATAHT SA{ehg STHT el TIMIRTIEE YT ATTFR FEIANT T Atk ar
TS ATH TS THT TIATEE ATATF g b o | A [aTaaT quearar aeeHT Afaepier
TEATET WA FIEF o AT T TS el AATAT ¥ HHaAT 97 T g8 GHA g TIH
TR T GAHT G | FEINT FMEAH] ATHT @M H1EX [T ARTTIFHFT TATREHT Hiad
TRTIFRIES FHA FRATEIHE AINER AUH sfagwg I F(q FRATGEE ¥ T hTs IT9H
T Ui SREURT B | AAAHT by FEX U ATST IF FEAWTT T rerrer fawa Afee
SifeFg FURFT TIHT AR TE FRATETT IARTHT AT, AT (THT THTE T TIehT Feet o
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qfeg B FIRATEIH] SFTHT I TEATd ATCH! 31Gw3; | HTH T FHHAT ATGLIF HH T AATAR]
FHI 9 foar faa TRuesT TiFasREedrs A Maeere qarR &1 FHE! JTaAT TOH
sfavg I FETS ¥ MUaad § RUH TRAEHARIATE FIAAT FRATER TR Ao
AT aleiedl afawg | TP Tehidel Tades THd AaTad] TRATHT STal =1ide et

AT A AT THT ¥ TS g FATAT AR AT by &g Te Awreiel
HIXT AT g4 dfgvg | [aRTaAr goures AfAfd a1 G e  gHE ARG 8w

fches 7 TEATHT 3T HRIEARHT TAET FTHT AMS Glovl, FHART (H(h, @R THAT FMIT
F=ATAT TeHTTRT (OTTHT ATSHT AT Z, THTENH TIAEE Ub ARATH] FoATeAF AAITHT
TEd IHF &, oAH A1 AUCAET FGHT oIl JATE ¥ STARTHT Fw g, AT dfaer e
¥ IUARTHT afe = fow, Tty difra st a1 aqear d=a T dader yqia ey
g famrmre foat | R afged! TEAAT ST dhel ARINTT GUTEH GEEedT (AL "Thd
Y Ik AEGUH [quaesers fag Jearam T4 gfeardrar #H g 9f #reEr faeew

T : STehg &TTHT GUUEAAR! T

TF 39T afeel afgedr aHT
¢ TEHTERH ATh a1 ATHT HEATE b 9T | ¢ ATHAT TATIHT I T AThellg (TEHamT

¢ TFER URARATE  THFART df¢ Al | ¢ A, U Sb aAd Wb SAFETIHT
EECIEEREDE e gl

¢ TF ATH A7 GUEd UHWwT di¢ (A< | ¢ ERETST A1 ¥AT @iRg HOHT GA A
FEATHT AT T, AYTE FTAT FAT g

¢ I, ATH T THTER GRARH] Foll JaT | ¢ aeamae dedl Algeds JArasd] wH=mT

~C

EiC] AT T

¢ X7 GEIMET T 9fA qiRHTAe a1 | ¢ ARE=T  FEEIESHl  gssld AR

qfaar sfue g T, FSATATH] EEI&d T
¢ ST &rtepT ST FAT 9f FOTaT CehTfaer? | ¢ O qar 9% $RERH JTE ATag
¥ qREefAr ¥ SaThafedT a1 Jarear I, TEATHT I T
¢ afder fawaer Tawr Afag AT So=eEr
Feald g
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AIATSH T AT AT [AceTepl ILeTA=T 9 aET AT kel et fqeeryor 11 difaa
qfch a1 THEH! fEaHT HTH TF 9gia iy g3 TUHl Iaws; | T FEEH Afdewd S
TET SHEANTEF ¥ AN 0T AUH ATHATS TGS Brle TAFRT i AT AT ATHAT
@Y qAEA Gl I, (Il A TR HFLATATE GAsTH T T qHg aT Afoeher!
AfhEs®! ATSHT ATEAdT TGTSH ANTATHT TRRIHE T ATehg EHT ATGaehl 3haws; | oAby
BT ATHAT e ¥ [ATTaE] TAhebl oATARE (MI<h T, FAANIF a7 DA Goareddbdle
HH AR AT F9H, T 9 H T dEa9R 8T AN, ATH JEratg ¥ gal JEHeETH T
Afchep! A0 T TATEHT FIT oA T, AT AT TRfqhr FIHAT TET&T T, TE
SUE oAl T ATARF §8 T ATHAHAN oIl TH AR HHAR AR I T
ST faeH B | AT aaae S g G SIEH SFE T A Shd THE
FEFERT ATTHTRT TQTAM, IHX T ToATARH IHLER ANBGUSH HUATA HIAAT FTATLH
ATHHT RATATE FHNR FATSH TeATEE 9 f@UH S | TN FUMEH AR fagre
I F FouTaAE AATET SAfeby &F Rl T Sy HEqraars HANGT TUHT goATAT T
HAEIRT T T ARl =AW &1, ST TUTAdl Sfhg &TAT Tef ATRTMhT qRT Tl TTHT

Jfawg |
APy ST UHAATE T I HA T8

SfeFg & TRARTT EEAATE & H&dT qedese] THIE UEagd a7 SN Geaadrg d/rae
T & H favaTdes qafed adl 91 faua sreraw & fawa & | 7 fawen snfdes faera
JAT AT FMEA (OECD) & awy IwaAr fafq= Hoipessd! saearers qud eaad
AAERIT AT AT GUUEAAHT (Fgedes THT JEId TH Jfavg | ITh ALATH ATAR
JATTBI HITATR] A, FATLATR] ATIRAT ATFREE, ARG EH = TR,
TIHRATATH] P, Gardr T graferar (Disclosure and transparency) d==mess ATHTCTRT
TrareseTs HeT Tersl TIH ARl B | a9 Afdi<h fafq= HAehesdr SUH wid
¥ AAAAEEA UHAAATS THTE T [G1q Jcagedhl qie=, (eeuur T saredr T & |
T AT TG TACTHT G HAF T ATATEARVHT THH Fq FATEAT T e | HAFATT &
LAY FFIATEwRT ST G ATRA T (90T, TR T 9gia g T4, Tae qEeH
fSorel 9TeeT T TEATE U g AMTOeTE AT UTes; | SAfeby &g SUThl Al
AHEUE AT AR TRERTAT T TATREdTET araid (aug dfies A avh del ATa9a®
¥ HE U g [auHT qasiEl Aaedeaeed SiE [QUHT @ | TITerehl qeas AT faverdor
T faxiid el FEINTA FTHAHT A AR THTE FFe=g @l TUeh] qeqae (favad ¥
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BIETAT, R09%) ITTAGHHT FRAWTT FTAART ATIRAT [FGT=T THART ATIRHAT F=AA G
TR F=HT THCTHT T |

’—[ Transparancy
’—[ Interdependence

4[ Accountability

I
I
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I/
=

Policy
Moderation
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’—[ Social Awareness
’—{ Disclosure
’—[ Responsibility Ji

Figure : Factors Affecting Corporate Governance

LT GUMEATH! AU (GgIaHT THT THICTHT Ifediad qeaesehl AfdTh TITelehl oAby
EHT YT 9T o el Y Jeae@ehl [aade Jadrars JeTHT Y& TRUH 3 |

q. @A YT (Ownership Structure)

THThl M AT HEANT UHAAs A& SqAT JAT GH A1 et
HAIEEA WS [AUHT T | TLATH FoATaAd QAT T SR FIHAATH] AFATTHT BHIE
g1 WUHA  AAIGAESH  FHY AT T AAEATT UTEAR  ATRTATS  FiarAraed
Tdg | Sfeby GrrET fAofT SR geT BRT 9T @i, AT, Gearadhesel AT T eTHaT
AT LA GHHFT AURAT T ATH TeTeeals qUd Hecd [§eUH Shaed | Tebree
AT Uh AT a1 THES SEl (@01 T T Sep Ja faeirar gear T 1+, At aafd
a7 FHEPT AT Feb qoT ol T @ied, T=aTeres ATAITHT Teb BRARARFT TIIET T8,
AT, ATFG ShaTe oIl adT TMAAHT [Eebd Aiaem STAN T T TR T HeTSqedd
Traol ANTEUHT R (G GATH GHEAEE @ ITelebl 2G5, | a¥ qigedd] THIAT
FEIT A Uh THEATE A T UG AHT HIATSS AR A1 oAb qoT fairay Feamert
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TRTISIAT dfg T T A Aiferars yratear &= e U 2afth a1 THeed GearE
IS T TUH G | A G AT AAANIF SRR Aebebl TTHT ShaATs (FATI= T SHlesdd
FATOT TRepT &Te AR AT FoaTed g9 Ha=dT 99 IMGUP B | RN TTHAHT TEH I
e faaelt TeaTewed! AT TEehT Seheeehl UUARE! AAAT T [l Shl Shgwepl qwaT
qeeh &bl TR G |

R .qEmdEw wffaer IS (Role of Audit committee):

I AR HAXATATS FTATATERIT T qcd A@TALTETT ATHTT T ITh ATHIThT FIATFITEA a1
&1 | I a7 fa<ir Teame exfeqradrs et 7 qraefT amres a1 el gfdqeaad FoRareedrs
YeT T [TEaTT aTed q@TIERRl geg | AT, WRATH! A@TIE qAT AT (e
JUTATATE q3E T T UA, HIAA AT A (HIHPT GTeAT T TRIST T FAFE FoaTaasheb]
YATSHHAHT @IV FTATTRT AT TRUHT Fwg | I ATHTTRT HIH BRATEN T ATHBTA
TEITHT FEIWTT FIMET T T GET TTHT I TGN v | o AT fadi Geames
faeram sramaRierer wfafaar difed Tsaradessr ARIAT, 9T ¥ FATETEHE] TS
i3I a7 Ik ATATA ATFITHAT T IET AATT THATAHT IIHFT Gord Aebebl T IGSH |
JTAT FIATTEE @I T AT AITATHT GTAAT TRISH Ie9TS HTT H1d THTEA T TLhTel
GETHT AR ATTATAAAT T SRGHPT TEATESATS AN T Febebl f@e |

3. @A goaaEH qHaE (Role of Independent Director)

S qaT faxirr Fearesdt & Ak a1 HEH! TAF T LTS S qAT faeii Feam qwaredy
UF, R093 AT § SERYAT AeFATe @A goarded (Hah T I9 IEd AEUE B 1 awdT
ToATARF] TP T FAGEEA FETH AEANTT GEAAATe THAE I T | q¥ Jarelehl
foaeree sERaTare 3ftedTa TRl FAA IIAATHE gfed WA ¥ HAAIE geArdd AIh
YA TRTHT AUATAT FH GEAESA AT IHEHAE WqT STHT Feedl@ Y&Td T T Hiaid
TESUTIITAT JUIhH qARATE ITANT T el TS, | Aol he el THEIA ARTUSTH] Fbdq v
STAAHEATE F (HIh T Toe"d ol 3299 ATeTHl ARl efaed g Tehehl 9 3hged |

¥. Sifgw &6l (Risk Culture)

ALATETH SAMGH T8d TH T &THAT T JXATA Aqrad Tl S@H FEB(qel 9f 20T
QIATHAHT ATLATHAT TATT T T, | AITAD] AT FRATEEA ATBTATT ATHBT AT AT
T O Aifd HEeens 9f FeRemTS T T s aRiafqwr 9 yiqwa aers o
AT a1 FEATWT G FHSR & A AT 76w, | (AT UH, A, i HAaerden
A A & e Sifed =IAER TR ATIAAT T BTAAT [ARSHbB! ATHT FEITHT

| 3fraet | Y



EreepTae Mo Ud FHIfad SRaH o1 g Tadl g1 94 | A1 I8 ¥ SfaH sqawdra=ad
A AT FATIIATHT AT A2l Ii I HE NI THT (a9 drs A ATISUE AT

e e yeree Juras dfepg e fawme e e |

L. gAEr ¥ qRERIAr (Disclosure and transparency):

A ETAR] TAATHT FATEAH] oAby &TFHT TRERTATH! Aa%dT 3 A7 | GRIFRATATE TS
YR T 97 &A1 T AAPRIEE [+ AIFHETE GaTd T [q9qH AT &7 3¢ A | e
FIAETST ATehebT AIIGUSH oIS [0R MWy Merael qwa TR drberl 99 AT T
SR G&TH I fa0 709 v e qaTasT SUHT g | S 9T faxirg FeTeh AFRATATES
e JhTIhT & TUhI qAATE Uk WeRePl ATUT a7 HIAHATE Fel e g dawl o
faerme ® 1 % qar faxira GearEr ed qur WA AR FHaTg qERaEs S S
g, T GATR qolf@d, Tk A dF [FaHbl g7 A 99l T TATEes a9 &aa97
A Wbl dfawg | G T GRATH SR TS THIEG T Fof ol 97 STAFRIEs
AT =afth a1 FHed B FHIHHAT T TR0 A1 (q7 o AT 9 [qTH7T WWebl s, |

¢ PRERr T SRIIE (Responsibility and Accountability ) :

<o T P S ETHT TRATeRT GoaiTeTeh ATHI T ATl I+ TH, el ¥ AR T AT
T | T HEERHT FFaledd 9eTel depl (STFarl fa a1 ArhAr Mo ¥ srReRareid
JAREAT B HATaHl fafq= q@@nes dfEd W | qUrEAsl gaw fEgr fqufed
TFHAFIH ATIFR AT FTAETH] &AL T, ATTAT faara [asier T, TE-ITE aTal g AT
TUHT TRATHT FIMATHT T&T FHAR & A7, | Ub ATThes ATHT TUATATTATH TIHT TeT T8,
TR avgre= a1 ATaedSH HIATHT ATGTATT TSI T T AN AAHAATHR RO Ghad
qRUTHET SFHETT Ffd Jgfad SeanTd FemaaT 91 e sl &7 |

o, fUWH =T (Status of Regulation ):

ATt kg g frarmebr faeraare § wfue frafera @ fdfira wefaet ga sueer e
SeFaTE ST TITeT Hfa (STt gora § Ty o< Juieirer! Fema oI SiieusHt
3favg | AR U7 FAATHT e U & WUHTA dieby &TAepl qETATS I T
ARERTAT, FTATREAT, TATIAT ATAART (TTAAT il el oGl § =T fae ekl faeg |
ATl e T el TRATT GTATR! AT ATAR TR Al Sebard ST A fgere
¥ TAGHT BTATAAT TET 2 |

SwHT,

Sifepgers 9= SFanfas ARt Gaadefer T U AFATTR ATIHT fAeaTs T qEHraEr e
&7 9T BT | T &TTepl TATehTeaTerl AT SIagTies SHIRRIRAT, Sidehdl T FIMAeh! [quaars
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TR TRGTET g7 | e BT AT A1 (LT WTh TR AT AFLATT W SA{ehF
ST O T TS T Aleae | AT AgifverereTwar af a&r SaeTives ¥ AT=RURTT fawe 27 |
LTI FAAATE T I JcAes Tl TATT T ETTHT Teb TehTIehT gaviel | TITH, &7, FIRISATCHT
TR ATAAHT Tcag@ehl THAHT ATITTHT TEAT Acd Tie=T T A GATHAR] TIH & AT
T5 | TUF ATh THTRI T ATCHTALTERHT Teraaed TeATHT AT HIH T P Ao
T5 | QU (q9gaTs THIAT § A T TqG6T TAd AT @7 T (&axrd Aa=reH
QU qRUT gHIF TUHTA TN IO ITAATHT e &7 Fagaefiar g7 udeg | facira g
T ATAAT T TRTSA I FTEHATT Fearfead TEATehT 7 g+ STATai =1 IqT AR
g HepraEsaTe faars a1 quer gorr a1 Afad AT fETER G g Hreer ST
T YR gU ATATCHE HARAT TEHT B | FLATHT (AU T 84k TS AHAT HMH Fed
FTraTrIeTe g9he IARaTae ded T HA{qe AR (HAT TR Erae qeaeT THEES qed
TES | WA A % Ueh GeThl YAT T SHIRNRATATE HIF 18 9 Fafhd fawe
U T ARFRATATEGH THIRER TATE T Jqagare! @r=r Afee 99 ATavas g | THT
fofrr Sl qEUEAATE THTERT TATSH (G| Aiiq (Aaaars IrRoarae qiars« T«
FATEITR] TEHT (A9 Feed fa qud saieerd fawg | dfrg SEwT qunEE wrH T A
TRIGA AwARINZ TRHT ToAATHT HATTHT LM (g ¥ AIATATE 9 ATERT T8 Ao
TSR | I GoATAHT HITHA THE a1 TN AHEBTATS HTHII T8 AN T aTTH TETHT
FAAT ARFAAT T AT T AR HGAT 3¢ 19 Hed 63 |
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JHIT AMIST YUITATAT 3TedIAIDIR cAadIATUc
& faeme e

U ATFA GUTeATehl g (e STAATT RS [TbmsIh0r, aarard g T 7% Jaerd=l
S GG FeIebl ATNT FIAATIT U T grgicHer ARUIEATE JUhT & | ATl Jfqarer
TSI AT T, GIIT ¥ AT qE g e T Ao el A, e ¥ Erd
FIIATE A Tehl FTHRAT T [FATAT bl & | F°, Y297 T A dg ATHAT Aiereh
Ararfas dTRAT fTEETd R T e ¥ AfeR e g | A TEET F AR O
STET AL HT, FRAANART T ATTINART S T ATH ATeear ek ATShIS T I T4
FIATER] AT 97 @ | 9, I T AT Teeeard HIAA, [ AT AT T Haraa
T FHAATHE Ud GedTcHE TFed AUH Tehldrddd Gurd 9E GOl TqTeeh! FEra
ST OITel &l |

T 9T YUTCATR] TR BATAITR] AT AREAIFR FALATITH] HEcaqul AHFT T, |
Y T YT AT T TR FEARTCHE FEhIaHeD T JUITATH] HIhRBT dBea = g
T faare T yfqeaulens & 2are fGEUsT S | TXFRE qeesald e draRaayd ¥ gdnT
Afaglg T 9Tl faepra, THlg AR ATTFRH! ISTHRT T TS qATe=rar, AT Tabar
¥ M FREAT T T FGeTThl I Tehl G | THHR, T, T3 T TAT qE ALhRbT
A qeeedr™ AT qRgveed, AATHRAT qIT AraRsitdd (SFHan IR T A=A aTH
AT HEATU AfHHT dorl T |

FRRIAIPR I
GITAE LT UT T T, 9T T T dgedals q=aRihadr T4, A=aeaqva=d qerd T,
ATRT TTFRETT TR T FEHT T, AT ATRTAYR T ¥ GhARAs FediT T7 SATaraRorel
FAATOT T ARAReR a1 | ARERed ARawa g aedTaadl & I ATHRFH
qEETard HeR gFaed TOAT T FAgae Seed eifad T &1 | FErE 9mEd YR
FTATEI, TA T JdT FATEAT TATARILAT, TP eSS ATTRT TAT TF=, JTAT b
AT ¥ GAAT AR Gl TANT T FAeadhel THA JUTATHT ATTH TREq ST qTIT T
AIAFR FTEATIAH HEaqul qiHF E73 |

*qq qediad, e 9WEK,
iR eI 99E 99, AT BRGNS THAN TR
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afeadeied ud Sfed afde araTise qieaer, Jd arade dgal gHAdT, ATHTSE TSI
ATerg FHTS T ATHINSTE  AELIHRAT, AT, (U5 SFaTA9H, JTehiaeh  araraure A=
AT, ATHINIE G5 ¥ [Aehld, ATEF IAAIAA, ATasiAeb qaT TaTeHT STocTehl @rsil, AT -
JATAT BTEAT TAT FTAAR FIATEAT ST AAAHT T AALSAAT STEHATE qRT T FHe Teeh
TSl AXHRPT UFAl FATHS AT I, ALHRFT Teeehl ATHES FATHH @ral 63 |

AREPR ATEIIAA HAD: TERF] qgevdl= qegeed, o= T g fab@ T
Sre famg | AERT AT WE AT fauaEE T w1 T, ArAiad AiideE ST
T U T, g grq ak=res T 997 g99uR Adahdl ATHAE dTaside T
JATER! AT I0HAITAF AT (qbrd T T FHEAT AT T ARAIHR AL sl
TG | AYHRFT qeewdrd Il TednT T Jdas, IHaeadichs qeTadT, SaRl STeHarl (AT
FHT) FI ITREIA qBAH ATHIAT TAT AARTAATR] ATEATIAR] ATHEATA  AAAIFR

FALITAATE THTTRRT IATSS, | ST T JUTeAlh] el Braaa—ehl AT TTRTThT
qEeTa=Hl g Araeavavd (&, ITATEH ¥ ATHET EAIES, | ArATLHN HEATTAHT FLHTIF

TEETHT & HAATHT, FIIUTART T ATTII AR TFI=T TAT F9T JGT T A TE

AT TEAT=eh FFaedehl iHH Aeca ol &vg |

FITIHT FRRATA .

IYTHT AT FoATAT T, I (G T STHBATIIHR AN Aeawaredd (STeanes 9= 9 77T
9 AT THAT 3¢ T AXFHRFT Aeedd™ d=arasd HIH T A\ar g5 | Aaa e
YUITETHT FHT FIAA TATATR AT ATTLARATTAR AT el SFHT A AN g T T3, |
YE9T HIAA IR AT ATAITHATTAT. TGTHT F &FAT AT AN g9 T aeTerg, 99 TS
JaT TR FAT ATHAT (FTFHEART GRT ITH ATATF FAA AT M@ | T a1 oAl el
TEITS JEUTHT ATTPR GATHT Fecdi@d [TFHAT T T F FTHT aATgH T AXHR qHE
HAR AT FET FHIA BIAA aA137 Falg, T AL BIAA Fealiegd JaeTehl ghH1 A ARL
g a=AT Fiadre TH G |

FEAART AT

AT PR AT FEAHT [AUIHT T JRe@wa = o T I (0T g7 Af=dRugars
e faT a9 99 AT MeeEal 9T T 9397 A-IIRuGH Haed g1 T AT
TITITTHT TEHT & | TATA ARBRS ATh AT Ta9T ARFRATRT TS JAT ANRANABTATS ATTITE
FEdr T ? fAaerd faq Fag v ol Maed aredr T S q9T AR ARR Fed g
T 9 Al g TH B |
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AT TRFRA T GHIAE FT aATe a9 T M deevells ATRAT [FHAAAT JTCT T
Tfeh ARANEd & A ATALIRATTIR AT AIHRA ATHHT Tgehl AARTE ATTRRP! TART T
Y397 T M qedTe Aentad, NMeaR T IaRarl airsT 998s, | el ATaadhdl I IS
ETHATH] ATIRHT FEUT oA HATE JIH T FHMIEII AR, T AT, THRE A
¥ [ FET o SHEeT WERHE qeeva=d] AR Hecaqul qrer af |

AAAIABE FRGH:

TRl AT "iqaT T BIAAR] AT TH ATTH ATIPR A== AaTAqals [GUH G |
ST TR HA FAA AUHA WG AR FAT ANHTR G3aFH AT g AT
Gfaerael el @ | G, Y T WM qael ATEAT (AT R AT-ATEA B T A3
T HALT AT TR B | AL, FIT GATA TATCHT bl BT TET FEAGA TATTHT Bl
PTG AFTET AT TR AT MSTATA AT FA BT THT FAT AT FI9T AT AR
BT ATRTHR] HTLATAT Fa=d AITATA AHT T TG FTIT TH o FaedT FaerTH
TER T |

TRAT JRYTEreeh! S

GITITTATAR T TSl AFT TRl HIAAT AALAT AT ATk Td b T [0 AT ATLMehT
FRATEATAT TEART T T4, | T FQ9TSl Aehl T FIWRT =4I, AR T fedqs fawaam
AT ATRTAYEI €, TRIHL TTH, ATHAT HTAHT AAT ATTIHAT FHAT T T ATTHN FedNT
foeq T TSR | A, T, 9R9T T T dgeT 9 BIIH T G 9ed ATEaaE
FIAA FATSH Fa LT Fiaeel Tl T |

T TSI bl TRH] AARTeATS ATEHAT T FIAAGHITH TAT TIET, AR T qladr
SYE RIS I9g | 919, T Y997 a7 THAAEae 9bl Ja9 a1 T Tehl &Ar g
FEAHT GATHT AT YAThT TaeqRHT el (Bl AHePT STeT, aTe T AT F <, oo, ILR AT HEGH
TNITS a7 A&l JaT a1 Fqehl gamml AT [aedRAT F (hiaHepT TIra T TuTe" ra<en
T AT AT STIRBT GREAT T YAgHeh! aTal @refebl & | TAHT Afie<h, T, TI9T
T A qEdre gHd FOH TH AU GHed AT E AT aATST g FaRT qHA
EIEPIEEIRELINC

U FIHART AT F G BT ARERER FALATIAR T FS Bl | AIHRH

TEeTdr™ g ARRRAT AAATHR HALATIAR] ATTRAT dcd al | [aii FEd qRaRdR
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ARIFATH! AT HEcdI0 qcd &1 | TIHT FXFRFT qeadell=l ATl Ied [HII, AaeaTST
FEART FAF 9T, (SITHAT BRI AR ATagdl, AhREl GIqh Johes, JIh IIH,
Tk ATATT 9TE, IRFERE, FhT THE, TeAlghR TRUE, FTHANAT FTAHA o
HATHR ATLITIART 99 FTAeE g |

TRHRET TEETATAR] AAHAT

FHIATHT RERHT Teeeard THAY, EANT ¥ AraRaqeaed [qeaRel AT A=aRinar w@rdiiaes
A3, | A=aRERAT IraATaT aiehis, [aa1e FaeII=TaT 91 T T90R 96T a9 faerg
TGP [T FHA T TR | FRPRFT dgeeal=ebl A HAT GHAA, SISl T FEeb T A
AT g TEg | THIAETHT 97 (b1 T, TR o TAATATS THI Far T Fiaem gare T
F AAT e TF Haaq0d g75 | AadTel AHRFT qeee ard Qi AP T TEHamre
T=TiRer faaTeT TTXepT qUAT UTH % ITH TXHRA Tadd qMa Foarad 9 T qa7 Ja1e T
T | AXHNHT Teee are AMSTH! APR T [TEHATT THATTIHT ATATHT gw) | BTAETTAT
AT FIfewert 9U aie giee g | A9, T A JOTCATR! AHAAT T FATAE IE9T e

T FRHRFT qeesaldl dihd, AFRIHE T IATEF ARHAT AATF 573, |

AfTITAATIR o JaeTaTs (e fad Fo Sgaear qgr qee7 Ai=qieus T a7 F9 faged
T SHFRAT, TS ATSRT FATHT [AUTHT T ATTAF AT A7 ST TIATE THA AT &
TR ATAAE AMfd, AIEUE T BAA a3 G AT, o, G T TG T&ehl HIEl a9
SFLATIH AT T (qi A= AaedT U FATTHITH & Fadl T AT
AT deers a0 e 3l ARRORATE 3T g | I3 FAT FUd BT arehdl
GUMT FAA | g T AT BT Ja9T BT ATHHAT Ja9T B AT g AT qid
STET FRIRATH T g | T ATTTTHT TEehT TS FI T T qE T TEareIeT
TEw AT U AR AT W& &1 9 I IR Al%h T T Jedrs fad
ST TEH ArRORATH @HT 2 |

AFRFT Teeedl™d g AIdT A=RHATT AIhRFT deesdls ATTTH] ANTE AT Tag, A
ST ATALTHAT IRT T ATH(EHETHT FTAR FTART I, AT FTar@re T ¥ fafer fAamor T
TAHAT UM IT TRISS, | ArARHAT Al (FHOHT AT qryeT aRady, g T ThHadl
TS 99 o1 9O T a9 919 fqArss | a9, & UF GXEREN T Tad FAHH
e RPN TEeTHT AIATST T ATAHR HIAHH TAIALTATST Tod I TES; | AR ITH]
HIAYSATE TRTehT TR FERIHT Teh ARFRATS Al AR IALGTAT T aTaraRor T
TES, | TXERH Aeeta=hl ARIHATA (AT ATV TATSH, AT TehdT T IXET F3E
TH AN AT, |
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YHRFT Teesard FIRT HAIid AT (a0 16, q9 dighie ¥ & Jid g I+,
qTeRfceh FTAeh! ITANT ITH AT bl FIaFl TARd aishis T4, (98 @+ T+, aftea
RN T I, TXHRET TeewdT (ol g qa faarg THTET T, THHT 9 Ie97 a1 T
TE WX W JaTdR & 9, Iod, &ars qe¥ A ¥ dsarad 1+, dfusr T e
TARTHT 9Ted ST 8eT3, oMbl 9HT AT T4 ATALAFHUT HTH T ST TEH
AT YTRTeR 1A (0T T, Fo 9297 T T TRFRATe ATHRAT 3¢90 R I {ad (a9
FTATEIR T AT AT TR AradrTadt, SHTE q@uedr a1 AT THATHT AT [T T
iee wfafafy fAa=ror 9 WERF dJEeTdrE ARl T GHEd AATEIF TG |

ST TH T GROTEE, TR9T FETAr A [qa1g Il WUl AALITAT FHTETT TH
TTAHATH] AALTAHT AT TS T8 AGT B, | THRFT dgadard Ay ARIhal
T AHRFT dqeeeald FHET TAEM I AqEH ITAN TH ALl TR &5 | X,
qrRIh ATl AT QTfehemelr et Jarfaa @fedr 99, 999 997 T deesd R a1
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AR I AAHH TIAT (oA a7 qeloh a1 qUmad ¥ faebre el @iy q9A1 a=ebl g |
T eaRAITe GRT G ATBST AAR G R09% W URAT FH WS Helehehl FTAT
TERT AT I FF I03q (X AUHT FAATTHT) AT 33 AT TATTHT ITATHN B | GEUEAHT fARweR
QU g 7 TR IR TFl T | GUEH FRE qcdehl TTHT IEM PIATH TR
faegal AT q9T FEINTA ATITH GRIgHT T ATAGHT == T JA TRUH G |

T, HETETIIEEE FAE
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3. Wehes Toain

3333 T FIfeaTel qaTET STg A FAGATT T AT YA AU g9 =
FTHT FIITHAT ST FATATRT AT TR ATTA@ T | 0T feocg AT ETelebl AR I
ATTeRT HISIATTHT 3T, TTAT, S5 ST a9 qMEd TeT {97 9 T fereft wrrar e,
STE T HET ST&dl a9@ed SMHA TWh (90 | S qradehl qiedl TaTealel RFIeng
FIATHT a7 IT5aEs ITATHT TRAT TIT S(&0THT et T ATl a9l I STHIUST Jfavsg, | 9
%35 HI I AARTHT ST IERT oo ST T IITAT Tebehd eileat 57 [T | ¥ 9330
3 990 FF TBT HIAeed EA Tl fawg | TH AAGHT TAT A9l /A T AT FTHT
FEFRTTAT IMET bl T T 93%3 [T (AT I SIS AT FATS XTUX ST FA9TehT TATYAT
TPl o7 | 7 TR AT SIS HIATHT G ATHIE, JOAAeE a9 A qurRes

TEhT ATTCTEETHT Tge qTgwg, | TSl 9TSigel o ETelhl HIRUA A& (BTFeA) Forar Tl 4 |
QR T STATEETH AFATTHT STITH & qGHT 9= &9 /T fasra greq 747 | 78 g2 999

HIATATS ATYT T GIIETT TASTRT FAT fe7d T 9290 | AT T S99 fa=r wgear |fe
(FIATRT ATEHTT TEeh! Fivd) TAT ST HIATAT SATATART JUAGLTRT eTaTd 74T | I 9390
afg 923 T YO A WraT 8 FIRITATS ATAHIETH! AT, Hid q0 EAR HIKTT JATATE
ST AT AAT TRT T 9 X A qeaT 9 FaAfdeedrs STaEsd JHETEr SR
faw | srfearaT ST fawger fMR=awsd! SHaeY, S favg Tanfud ST dice TR R
¥ 3T fAed qEHT gHTE WAfE BROS QU SRS 9 ¥Y AT SIS FICAT HITAHT AratTafire

LN o

MEA FISh! T FIAT T bl Ifawg | (999 Tgehl AAAT FIRATH] IA TART 4T
AR FHeSITHT (9T T (&0l AT SAACPT YTl FoolTHT (9T | IARAT T ALl
ST ICAT T FAETOTHT SRR T HIAT ATHA AATTHAE TSTEE TATIAT T
T | |9 9% %5 T I Q%% A HHT T T FANH I FIATAT FARTETE ATHT IAT Hal
a1 af AR ¥ T o= geRe 9Ta Hr T 99 q]U0 IR 9%4%3 TE AT g5 R
Tqcaes fa= qg FAT | T9 JGAT 9T IRAT 9 T Al T I(ETTHT AHRIA FEART Tl
g | a9 qgHT Y TG TwaT 9¥ HIHF ¥ Q0 ARG AT 89X YATESH! SATT TUHT AT 9
AT HifTeh ARAATET ead TUH a7 | T TgHT T TH ¥O TwaT &% Hedhel BILATATE
GTAT JAT AT GEANT T 94T | I QU3 | JEHT T qUHT o ATEE recepl TATIAT
A1 35 FIRATAT 9Tfches (A= Feafq a7 ¥ gdad 3¢ AR (IAY T ST HIfeare Gramm)
H wipuz ATHT TF RN AT AT IASABT TAHT AT T \U 94T | 99 qg 9l A1 STATT
ST FICAT T 3feaer Fifearer FHAT AT 9F AT qO EAA AARH TIA FATA E<

\ﬁl
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3. YRR famvEr SR e

FIATHT TR (A FFwAT TAT ToATewh] GEegHT == Tal SATET SR THIAT
TSIk TAMIRRIBEA AT (& (I FIH T FTLATHT IS RAR TSR Sl TH
TR (AT FAE FIAEIRY ARTRFREEA IS T AA I8l [afH= TIFesHl Seoi@ 3 |
T T PIRATAT T AAATHT % G T G TAT AT FEIHT ST GTAET
TEH IMEUAT I SR IITATATS Hqh AT TEATT IT6T9T BIATHT TFATA THAHT ITTbT
ITITREATHT ET qLehl af@ew | IaATHT qieal Tedfa fagwre A&T o 99 a9 e Tafd
T AT TTHT Tged TaT 8¢ FIADIA LT+ (AT FARATHT T8l faT | qqae=meep!
T AT ATH HATTRT AT T AT qTb T2 & &7 | I oA 95 a9 (AT 48R 3fa
Q%,9R) IrTafeepl FTHT QAT ITLHT fIT | IFAPT 9AF AATIATE fqebray T AHIGHT STUATTTAR
(AT TTieer AAFATE AT g1 HAFAT FATAR) IIeh] FTHT (oAb, |

IFETOT FIRATHT a2t 3@ § FHATIAATS AT TUATHT F=aAs T TaT9 Ul fa |
HITCATAT FHATT AT TT 2T (Gl FaT ATANTRT TEHET) AR ¥ (G979 97 (AR A7 qgie)
T qF THRPT HUART TAT Tgia Gareror o2 | a9 9497 svavia foe qadm sk &
fasre ermaTet eafdmars e i | reeafa ffesr FmareemT ggd ared Hia Y afaerd
T T QY T ey faer gt ¥ favd faunedeware Ak 9el T W | A o
AT A 9Tk =G &1 F1 FIATHIAAT AT U FqeTd T 3 IFTTaa T GWrebr forar T e
FHATT TAT GO0 TFAT JOTATHT AT G | FHAT TAHT ARIAT TOMATRT TTAATH] TThT
Fig T FHATITAET FUTAHT TR I [Gd1% qig g% TTHT 3faws; | TR (aegeh a=ee
Trafd fefedr wratera i@ F ahRa fEr | FHER I BATEATIEEHT FolTT qUehT JfGUam
FIRATET T TAFTAT ey QU AR TR AfeAhrane T&d dfhes; | Teaafd fagwn ffesr
FRATHEAHT 35§ JIANT FHAREE TLIARHAT FF HUH! (GUHHT QU I HA AR

BATHTAT AT ATAT 3.4 FITATAT Yl & | & 039 AT SFHTAE] SrazrAere] ekl
IEAHT FICATATE fa9ahT 450 HeF Hed 3 37 HH I HAFH TTAT GrApd TH F |
T T wten wen TR AT e

Rhee (1948-60) 60 152 36.6%

Park (1961-79) 95 117 17.3%

Chun (1980-87) 116 43 12.8%

Roh TW (1988-92) 82 25 5%

Kim YS (1993-97) 319 111 5%

Kim DJ (1998-2002) | 350 86 5.5%

Roh MH (2003-07) 141 60 3.5%

Source: Supreme Prosecutors Office, Korea
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¥, Faentie qur Nier Sae

T Q¥ T ST AU FF6T07 FICATHT ETeAP! ATTLTTHT TSR =0T AT AT F g
TAEF [AHTART AT ST | TRTARATE e UM A T AT G T G | X
Gfaerar Sfeafaa Aifdes eFes Aviid T ANTREATS GrasiiTe (HebTae! @rd & THre-
favg Tvafrad fAemaar ISR fa 99 ¥ @ IHETS gI SHFRAT TH T | FAdIAaE
Tl TqHT TEH de AR AfSe TS T 5 AEASHE TRAFRIESH HIERATS
fAfeeqor qar S ET T TAT ATH AAFRH! [TUAAT @I TR0 JATIAT ATASAb T
TEE | GHTHY G =R a0 goiql Hfaid a9 GT=-nTd HaEs ST
T IS, | FIATHT TSR FARATERT AT T T TR (HFATTAERT 1 TAT GRATE%HT
AT == TRTH G |

¥.9. THATHT WWH TLER HIAH Nqes
AT TRTTIRTT TAT [ASITETHT TG0 & I FATRATIREAls (a0 T I¢edel (HFTTar
fafq= FRTaTeRe qI1 ITARICHE AT AUH AIdes a1 ToaaHl Teehl S |

Criminal Act Korea, 1953

State Public Official Act, 1949

Public Service Ethics Act, 1981

Act on Anti Corruption and the Establishment and Operation of the ACRC, 2008
Improper Solicitation and Graft Act, 2016

Act on Preventing Bribery of Foreign Public Officials in International Business
Transactions (FBPA), 1999

SuhrwhE

¥.9.9. Criminal Act Korea, 1953

R0 AT BISTERl AR UF, 9243 # UR=gE O W Frasiiqe TEMheEed qrasiie
TR e qIfpT SHITH Hale TRAT a1 Aaeae AIERE! TEIANT AT g1 HHLes
T Erer AT g AT AT T G | AT UAHT ATASAE TTHR Bl FATE HIROT
fomT B adrg TTeEmT QT 9 SRR AT § FY FF g T 3 a9 9 AWl fAeea i,
AT TRITAFIRIBT FIRUS H TGl SATR A I FIH TEAT T T T HIH AHT % T
T P35 T Q0 a¥ T AT fAerrd TR, ATetie TaIadRIese! Mo qar saware
e AThepT ITRTAT &Afd TTHT a7 AfTPRepT FEIANT T AT AT e TAT AThelTs MRIAR
T AT g@ fEUAT © A9 G #E T Q0 qY qE AT AT R, e AT AT
FHAT IR T GFTeda GAAT GhTeIa HRTAATS TS TIIRTATS 3 T TF obg T,
ATESE T GoAAT FeTSAATS I a0 GF ha T, FATIHT HATGTAT AT JFHGARATS bl
fae ¥ fHtept A=t (HaTa" ararerures ad qrg-drs 0 a9 ¥ g T, Arasias

|¥I'—Jﬂ6|6ﬂ:> | %9



Fo faqarg L av g &2 IRA | F&Y 97 Afherg TREHAT A9E T g9 o ar e
T g9 faq A1 ¥ a9 TF dg A, ATTe qarerde g9 o, o au o, qar
HEART THH AT TE TATSAATE L T ¥ g g, TF Il a&q qaT ThH SR e ar
faT faRTSH ST SaAEs a9 UAHT TRUH § |

¥.9.R. State Public Official Act, 1949

ATl FHAT TN FATATHT Tehqal AT3T I¢9Tel AT UAATS TAATHT ATSTHT 3, |
AU ATASATAER TIMIRTNIA FAT JoAgd TCHT a1 F FTHA ATIRPT TarT FTeamy a2
AT T FRATET TR HARAT B | YT Tl WA [FebTaebl AT HPH T

AT ATS g TN G | AT Alel ATIMEA JeaAge T ATehells THh T, (Haem
T, T TS AMAAHT HALATEE AT HIATAT TRTH B |

¥.9.3. Improper Solicitation and Graft Act, 2016

ATAAEF TRIIFRIEedATs AAAd AALT T TSI TaHl TEIANT g GEATATATS (a0
T T FIAAHT AHT T IM@wg | TIAT F 90T AR FH G ATEAE TaTITBRIATE
AT GAE I T AAGA T g AT G | FF AT AT AR TRIHRA
afedl Ted AT B AATdF TUH FIH TN TAAT TedATs SRR (67 97 T 9T 2
qfe fAsTaTe AR 9T HUAT Ik ARRATE FIRETAIR AT qEatead s fedrd T 9
Il T | T FICH T F GEed A9 9N F QTS TaTTTeher qar fstept 9iq afeTe
T FATHATE Teh TIHHT 90 AT A (HIAT HGT) TAT T ATTIF TUHT 30 AT A7 TwaT Tl
T TIT GEEPRE] TTAT [ g TG4l @ | ALIATT AT (Presidential Decree) AT el
AT STVaT FET AP @AY, |, FTLTE, ST AT THAGAT ATqd % THH qAT %] AT fad
e AT B | (g ATHT AT AGT THH AT A% ATASAE TGRS AT fAsiehr afvardrs
YT g ebebl JATATHT S Goal FHeATs (Bl T T a7 ATHT ATHT FSTATE AT o5
TSI IREAT T 9T oo g | F G0 AT BET a1 ] ATHARAT ST AT 9w qfan
ATIGUSHT AMFT AT Tl [ [a qg TRMAAHT AT FREATHAT HAGUSH! ITAAT T A=
AAAATS TF FAAA R0 TH @I G |

¥.9.¥. Public Service Ethics Act, 1981

AT UepT dfedt ar § “AreTAE TRIUERIRl Sad (Hatgdl GeEaar Tede e ar @l
IHE® ATHT JIAT ATThaT TagT T ThA AT & TUHT G, | AT BTATHAT Fe T TIIBTI
AT 9% ¥ HEATATs (il WG AT AN T9 78, T a1 T I=d T braasHr
AAMEA AT e, S=F TERT TRIUERIEsd ATl qafd I=dl JadT deTd HUsH 3 Afedr
f Tal T 9 AdE FEaRT B | A9l s AAead AfAfde fHReaR qRrer

2= | fréra e @it J=err o |



T T | Afg Tad FHd (6= a1 Tl AT G T, ArasiiAeb STHT o1 Ther
T FAT ETART TEHT RUHT 4k 7 ¢ T THA qoIed T G | A7 afAfaer arasitae
TRITIIRIT TFITaehT HHAHUE ATaTdh STHT GFag AFTaesaT SHHRI THd T M6, | F 9T
fagefr ATfeerer ATASTTF T4TT Bfqaae! ATameT F ATt TaTfeerer ar fastel afeame
F TS [GURT ATRITHT TE=T ATH HIAT ATIAE [FRTIHT gL T I ¥ Frara
FITHT MEEAT TTRA T4 | o [FIHAAHRT GRS JaFE qUH 3 a9 JFH Ik (A
AT el T ol TRATETHT FIH T G4 | AGhTE YT TUHT AT &M 3 9 qF
F FFAANIF FREAR TH g | AR AHGRHT FTITA FEATAE AHTE TEATT Bl A9
FEART A gad | ATE AT TUhT AGTATHT L FRIS a9 TFT FARATHT T AT ool 3 |
TS AT ATATTS ATATTRT AALATHT JUTT g qAT AR faaeor gaf 79 qar
T TAH! TEATT FoaAgd T TIAHEIATS § 99 qFH be qo7 AIE TR G T T |

¥.9.%. Act on Anti—Corruption and the Establishment and Operation of the ACRC
ATESE  TRIRTEEHT FTF Al Fiq FAAERUR IO q97 AT G T qrasiiTs
T qeTar Ataare = Anti—Corruption and Civil Right Commission (ACRC) 4T Local
Ombudsman H¥ITHT T3F TH HTAT AN AUH G | TLRERS HATTHATT AR T
QA Aalg T T T FAAH THE IE9T &1 | T U ARTRbH] IORIET Feherd I+ fard
FAT TRl A=A T (TFHEARIBT T HT ATAES TRTH B | T8 TFAT a9k faeqa
T AW AT GUSHT TRTH! 3 |

¥.9.%. Act on Preventing Bribery of Foreign Public Officials in International Business
Transactions (FBPA), 1999

FIAT FIH AL T =R Hare qerda UN Convention Against Corruption ¥ &+
HAFETH GSH, ANGF FEhd q97 [FhrEal AT FST (OECD) 1 q8&d I AUH
FRUA FRIET TR FI=0H FHd Gedri afer fqafe iees @1 59 a=wid
RIS FRERAT fagefl Arasitas gariasr a1 faaefl o= &7 2ol =
FRER THT AT TAHT It T T fag=rorar fam gfaud wews | et #REr T
qfte UAT Y Y T BT qAT AT I GEHBT AT T Gl AaE G |

Y. FEET e
A& HIRATHT FLIAR [TIATH G HIAAT [FHATTAR (Hehd8s & |

4. Anti Corruption and Civil Right Commission (ACRC)
3. The President’s Secretary
3. Office of Prime Minister

| r53ah | %,



The Board of Audit and Inspection (BAI)

The Public Prosecutor’s Office

The Inspector General and Each Ministry

Minister of Public Administration and Safty (MOPAS)

& Mo

%.9. Anti—Corruption and Civil Right Commission (ACRC)

T BRATHT TR (HF=Aureel iy wamaa s Anti-Corruption and Civil Right
Commission (ACRC) Us Tad ATRT &1 | ST¥AT 94 ST Ag<hes g | A1 AT Act on
Anti—-Corruption and the Establishment and Operation of the ACRC, 2008 =¥ d F=ted
B | TH TR JHE AH FITAHAD] [ARIEHT Aeaiqare A g 99 d ATghes
THE ATIThHT (AR Tgafdare faeh gram | 9o ATahesd! FAFE 3 U 73 T Th
TaF T (Ih &9 99 | 99 I AAsqE MEdeeHl Hied Jr=r 9 T° G s
FHAFET AR T, Ih AFEaH] ATIRHAT ATASh [THTaeaeh] HedTgd qda1 AT T,
AT AT ATE YT AT TR T T GIH! ATNT ATAeTF T 9T FedRT THT T
TEE, | T FEATA UA, AT, Tsadieqepl simaer, fawrarer, srafafu, fAafrer, ardsttaes g=mr
IR AAAF UTEEH! HFAT T T FARB! AT G (b THE@ATs (Rt
RS, | ATEASIeh MHTAEEHT T ATAIIGHT ATNT TeHARTT (AT HIAH I ATT9TF TZIT
feTor 9 qRTReT ATfer® qar =g yifatae FEdNT THA AN T T4E, | F I AraIied
TRTIRRIATE T (U T &l TR qIT FAah] Ge-gdl [FaR aarsd el (HoraHr
e JRITRIATE STeT T a7 ATG9dh JHI YT T S ag, | ATH(qel vl e
TR AFTHT AT AT T THRFT FRTSTAEEHT T8 FEATH 169 g7 |

¥.R. Local Ombudsman

AT ARHR JIT AT GATAAH] &THAT AqAlg T TAT TSI [Abrdesehl Aqred
FTIIAT Faeghl IoRIee Gl T TeHT T a¥Hre Local Ombudsman S=ITer=T
FATSUH! &75, | T AT ISR AT AT AT T ATAYAF FRATEI] AT (TR
e | AT WA T ErTETars gemeary g afagiget #TwHes . Geeni
RIS TAT TR FEALTAT TF F ATFR g9 AUH FGRATHT AT T GeAEE
W A AR THa WSH TEg | T FLATH THEH! TTA] q8 JATIHes, XS
ATTahIes, TATUAEs, ANRE TATTA [GRIRE TET THSTHT de Jasd AThes HeAdTd
¥ AUFH AT (Fh T TG | T ATHT AT GITaad T IR aHe T97 6 |

¥.3. Board of Audit and Inspection (BAI)
S A% AfeT TS AR FINATH! Fal=d R@TIAET F=AT &7 | AT Faane e 2
T THHT HTH Fied T ATHR THBUHT B | AT ATARTA TS (HPTAb] BIAGFTE

Yo | forér e aa JRemT B |



¥ FHANIESH TasiAe FdeRd] THd AT T97 Tearsd TR Grtad Merdars G
JAT FRATEIH [ARINT T T TTag | qresieh (MHEH a9 T I8 G
Heeaqu qfHE TEwg | A EY 9fF AEsiaE Hecdd! [AuaHT 300 AWRT oY AR FEEr
Afed A AT T FATHT IO T ¥ giqaad qraae 19 T9e, | ACRC @TE e
SETR] FFRIRIH] A@TIETUIH] HITH e JATIAT TAT RS BAIl ATS 0 T T, |

¥.¥. Corruption Investigation Office for High—Ranking Officials (C10)

A I UI YRIIHTIEE A& LA, TATTHAT, AT TATHT qEAes, FEHE, 3=
TR Yedl qIT AT TRIIHRIF] TRAREH Faes (a8 I TLIARST IolIhl SIara
JoAT ATIATT T (9T ATgpR Aled TATIAT TUH FLAT &1 | F9 099 AT q9 I b
T & T A 09U HT IF LA o g ATk [aegehl TSRS IOl A9 FRAT AT
T [T | T8 FeIT 94 [afiTss qeTiaeiies [aegel Tar=Rs &AThard GHd AT
JoAT AB(BHIT T F¥HTT Fied Jqaad GRHR ATTATSTAHBAT HIATATAT T TGS, | AR
ATTATSTHAHAT HTATATA AT G 99 T2ATs Aied ASTATHT HET IR &S, |

¥.%. Public Prosecutor’s office

ATHT= SATHTHT AGTATHT ATTANT AT T FTATATEE ST BITIRT AP THIH GLFR
q&7 qUR AITATHT HET I T T TFR T R FHTAd 63, AT (qebraarg qrasie
ATAARAT HTATATH] FTTAT 7G| BIRATHT FRBRT ATTASTARAT HATATA  TL—TAR
ARTATHT BISTETE HETH! T A= TAT GIAET T, AT N T s fee
¥ ARTATHT WEl TR T 65 | TSEER FAAAS AT TRIGT T MRl e =
TXFRT ATTATSTARAT FTATAAEE 8T T |

%.%. Ministry of Public Administration and Safty (MOPAS)
AIEAAE TS qAT REAT AATATA Y o GbR 7T AHAT FHARIEeH R 2

TEXTIT 9 e | AT HeATAAAd Fo [ASITHAl HH=RIb] Trfdehl Faiedd Afaerarsd T

T e FHATIA Ao TEATT AT T Gl AAATATS (e T 1 TG, | TR

faooepl AT T AFTd FAAT AT ATAATHH AT AT AL Iqqed TRTe 0
s Fedn 19 79 s qfas @3 |

Y., Tl AR I GIATe it

e T TS TEITARTETS B haTe TG YT AT a7 FHAe ATASITb g e T
HAfhel I [TFERT Fel dRE a8 Al FEeaHl ol T JaT fa9T T 3 TR
[epTIesd T T e | Ileal aeiead Herd a1 adqe Maaden Hermr, ™hr ACRC #T
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T TqE BAl AT q AAEAATCHE [HTaEs | GaydgH FEatad e (S & 9h Sl
qEEted @) T THEATS YT AT TIT ISRIEE Ih [hTaHl THEATE ST qaT Rl
g9 | M&T yHEdrs gl FHAREE 9od T, Marad T, didqid 9Rrg airade]

o

ATTFR TEH g5 | AEET ACRC @8 YT WUHI ISl FrIeg ] FFafead Iserehdi ar
qIaTe 99 AT (AU FAATH! JAIAT Thehd TR A=A TAT BIATGADT AT
ATAIATCHE SHEATE AqTAE TH TMSS T IoIbdldly dMbl AHBRI THT (G2 |
ACRC &% 9 I a1 ATEEs a0 fasiare! g o= Memeedrs aawam,
TElehehT TAT AGTIRIETITRT ATNT ALY TS, | ST ATk &l AT Financial Supervisory
Service, Financial Service Commission. T T aTfored &0 T walfvad 394 Korean Fair
Trade Committee, S@IIRIET 7T 9&T BAI @18 FFd T4 X | A< TRUH! FAEA a9
ATAATHH] SATAHN] FEAeIT IoRIbATATS THA T THAAT B | B [a0TBT AT T
[STHENT &7 41T fa a1 w&m fasrar aeh T daq9=ar9 T [0 ACRC o Irgqd
#TeeT (Presidential Decree) &1 ATARAT T e | I=d ASANGER AT TTHAE TR

faeg®l I qIT TAEES ClO a8 AT =g | TELT TRTHT AT AT TR
AARTSTAERAT HA@d (Public Prosecutor Office) @Ts IR Tewg | WREHRT AlHATSTAEAl

FTATATS ATHATS YT ATTTAR ATSATR] TATAAT Tehed T AITATHT HET 1A T, THTOT
TS T Al FEIIHT ARTATHT Fed T T4 |

%.9.9. E people; Online Petition Platform

TXHT (AT GTqeh! STAATET TAT IILNehT ATLATIH T T [q=HIT FRBRT AT 4T AR
THATEENIAT TS gordela faeRes i T TR Foraadr «arue online platform
FIATHT b TR i AURT Sigwg | AT ATeAreT TAT ATFT

IO qAT TATET Ak ATITHT ST T, FTASlieh (ebTaepl e

TETETHT TAIHIAT TS ATHT FoIATcHSE [aa el qar &

JHEINTT GARF! HTH T AT Sogh AT A1 FH TH J&qd ITE

TEAH LT G | AT dchld qeiedd [HeTaHT TaISH, Foraiere

foames #rarEagTarg fauAT Jobta w9 s | UN

Global Survey AT &9 00R HT AT HTAH Tl AT FRATIRT TTAT 43T

T YT TeRT FETH] = Q004 AT lgell ¥ 9T TRl & | T

2005 AT ACRC ¥ITIAT WU q9=Td T FRAFHHATS Io(2l AaLATITH

JUTE R FTTh! FIHT fAgUET 3 |

% LI G TREARET FUSET

IFeToT BIfeaATeRT e TH@ qaT qd TR eTrell Ieaufq ark =g fer ok Ty
BT T A § A A 3093 I 2099 TE BATAT 99 A TRATE o e rvar e
TAHT MR AT g, THeg I9 099 AT FErER ATTAEHT 0 FUE #F T 95 99

4R | ferér er aosif JRefur B |



a9 SARATATST TS AUH (94T | BT FRAMR S(ad fadrs @t a8 Aeafd qrebdrs AT
TS T AT AT FeTUh! TIT IAQI(T bl FFa Rl TART T ITh AT AT
TRTATESATE Tval ISTUHT RIT TATOTT TUHT 3T |

T T qF AT fa Wg arhd @9 2005 3@ 093 AE FIEU BIRATHT AT
TIHT A THT 9T | a¥ I 9 AEAIE IR de 99 [qUhl, ATFT AT D
FAAIATs ATTATHT FRIEATAT ATHA TRTTHT AT H AATSTART HHT T IRGUHT ATHIS
FHEIHTHT BIABRIATS TATTATE ATHRT [GUT TITTTRT AT AT A5 I9 094 |1 94 a9
®T TIT 93 G a9 FATATR] qoTT qUHT {947 |

©, ATl T IR FRATH TR Ty frermAr Afaadr gamn

T HAFHT TLTEARATE BTG AR AT 99 FET AaRYT f9=Taes S | S9Terdr
TSI e T, R04R AT ATt &l = (Aarred AT UF JeF grar Faas
*HT fergrg A 3feAur FITeaTHT F%AT B GIAT FIATR] AARIT G | TIICHT TLTERH FE@T
T FHLHT AT (G99 TR TREAR AR TAAT § TR B AR FICATAT 8¢ BT
ATASAE TRNIRRIA T TG BATHATIEHH ol Foold Tl B, AT R HIA T FATT A
AT RISTET IR HIAAA LT @ | ATl T IO BICATHT FaerAe ST cawarerg
FeT AferehraT qer T 9am TIRUH F |

foa LELS] fqor ifvan
FATP qraar | dfqur & PSS
3 |
TISTERT FORT U 9843,
At waad qar REad e
TR [FaRT U9, 2048 T R09%, d=qwIeed =ararAr fagefr
PRI FTT | ety 27 7, 2092 SRS e P T
U, 922% AITHT TSl HTAAEE
ERINEESE
S FT T gear=e fafaer Ry & AT FITTAT LR AT
THRH AT TRTH | TRTERT B |
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&S TTHT FV JTHTRT HIIERITTAT =TT TLHN Mg, | FIAE 9% T FTTATE JUIETHT

O 3T 1 AA—NT ATATEARIh] He sl JTeAeddl GAie=rd T4, HgTEhlqars ategd drHTaT

IEH, TRl AR HTedls I T I ATaeie ol (HaeAaar T THTHIear wad T9

T ATAYTF B, | BT ARHRA T8 &TA] Tl AT TR T ATAF THT ANTedT i

TT I FERTCHSE Afqsl 9T T AT T b |

facirT &Tehl TAATHIT T FFEIH0 A [ad I eNad 9 T AATAB ATARKD T
ITEA M FAH TH dh AMdE AMG HLRTT gA9ae | STqd AATAR THT TE8eATs
FAIE] ¥ AT ATSd Hed TEs |

ST THIGATS TR, Gedll, TREAT, S=ATH FCATIhcd T FATAFRT TATSS ATIF qTaTE6eTS
afed IAMAE T MR e iafafuesars AaRTerar gaT T¢ Arwai=ie ama™ Jurrars
gqe UaH H9aE AT AMGF A JagA T A faebraedr T9E Aaeaear & | Tel

STHT a7 |RHT T2 AT [aehrael Araidedrdrs M JTar 9&qd T dlhg |

TAT AT F FATHATIAT [TAR & A& GTeq T ATaeTF Aqebl Iraa Fq=AT TUo
SATH AR IHET Hed TATST &g |

»  HIAE -92 I HETHNIETE IAT bl ANTREHEwH S(ad & T TAT ATTABI {6
TR FHISATS AT faepre T 3o (hlaHe! araraRy JeoHr WL, |

| s | 9y



¥ ASFR! AThHATNHN HA ALATATS GG ATHIAE GRET U HRETT T WIATIAD
T qIT AIAcT el THME eTiaed T I=aefie Sdaeel oo Teeg |

> TTeH, It A, ARIGT Fell YaTe Aid d9T HOTeH! AT (FLR, IUN G99
¥ FRATATHAT UG oy IREe WIaHas Y GUel (G T S=aaH ST Teed
AT qdT IRATAT T3 FHATHAS TAH AT FHTSH] AR T HeaTHT
FEANT J& e |

»  FESIE, S T Rl ST IUA I ATaHH IoAdH UaH FHAEHR JTANT T
IeATeefd & aRETad T AHY FHAEh A9dARl G 98 T6S |

> SRy (e Feradrd e quf START "Thd JoITEd, SCATEhed qaT ST
gig T HAFATS [GbE faqar FHT ATCHAHR S99 Araside @l fafadrs
TEATIEF HATEIT T, HAAAT T faira qqemad dfialg T a6 dUER WS |

»  FEwIE U TATERR] SFATATT T ISR FoTdT, AT gt o qe feorar,
HETTeRTa eI qar saward T w1fde JigaT TRTETH T8 (&30 oTfed ¥ Femae F1aw
T HEd A3 |

> T, %97 X T qehl faepra adn fair AR Jfg e AT Jedrs el Arasaehar
FHEIGT g T A=, Feqidd T qRIReE FTH A ATIH! qeHTar (Harg faxra

FATATARTHT &l ForT RSES |
»  FHSAEAR I7HE, TIIHRI GHTSTH ATHRATITER] MET Ta THG AdTAD! [ahraHT
qeq AR TEq 9N GHARAT AWAATT ¥ AIdF FIANAR! ATATEGRT oA T

ST HYY 3G F¥ed TMT RISES |

AT fapra -l ATfds Mo, [ Jemed ¥ 991G alad RIS Y&l & | J9d
HITEhITT I, FHLERTT (a0 TaH A M, Ad® Jig, ATdw FATHATT (&G,
[ I ATIAHI IR=ATAA, Fed T aed Al M HIH g4 TR aradl A<drad,
farirer &Teh! faepTer ¥ ¥Tared, faira giatees! faehre q9r fairg dg= Atqatg T Sehrvl Jurmetier
AT T W18 fawe g |

AT AME faapraT ST QT H WHIH GRE:

HATAHT THT ITETEE B, FUNT, SATIR, TIIH, 1T AR, et It TEeeHT Tl
TUTCHS TRl AT [arTaed FTHT TATSH Aichvs, | TqATS AT4F TIH FEATATH TTH
FITAT AT AT BgHT BT [HeATGh! T ARRRD] WHETAT TUh] T [FehTAR!
a7 PR 039 AT AHST ¥ T (HET ToAT FAl GRETT HITH] TATIAT AUHT 2 |

Tq AT FHAG, AMGF I Ud qhg ards 1, faarded av qHEddl 3o,
RIS ATTES (qoiar T, Irard (el aaeT STSIaeAT Foiiel o T, facira serm=eier

9& | forér e aa JRemT B |



a1y falrr Arewar afwafg 78 Frafaesr Hecdg ST Hecaqul SIfHET Geied! qTgwg, | T
feruer anfae Aifaqeesr Goaieesars afwd afedfd 79 fAaT qar Fo qEero H9 g
YIHR G5 BTAATA TR e deahl afaws |

i faeprar 79 v et dereET:

> AfHa e G e AT Uad fafeuer a¥ qHaTIdT A GEadrdRer Sedrd
fgraerdrars afey & ufd favaraesr ardqrazor fasar =g fadg greor i S@
TIT fairy FEATHT @IS FUHT AFEITHT A=Al M=q e aRTeaRedl Iral Aehmr
IS AFER [T Tag, T ATTAATS FAATIHH TATSH Hed L, |

> faferse 19, fa9, eT9ar U 99 GHATAATS 99, GEw AT Gl SATTEAT Aeh qAT
FEIT FaadT Telge e GHY SRR AqqT a1 T ffaeprars g sira @
QIRHT a7 TTH G |

> HIUS JAfhy TUTCATATE goeb HUX oIl JATE T (a9 aTderl aATdTaRy JAR TES, TEel TaT
AATAR] FHU] AGAAET TATTH Evgr TqeTe AP THIG B T BT BIUAGH
i a1 Tl 2rag |

¥ IE IIH A HHISAT (A0E T8, A AAEIAET HUH ATHANIRG TS
AT T gegel BIUH grg, AT a9 HIIATS Adiad qdr faa= a3, |1 qor
HIBIAT SIH T GO ST&dl &A1 ATHNT TRIE TSI, ATAATSIAHT (G710 s71feer
Al |

> F% qur fadig AT B PRUEd gl 9a [RAfqHT TRl SEwd a9 B
efaqfdt sty fae, @R S qar faxirg FRATel A T Foll G g9 TS @R
AAR=TAT J&= T WEd T g |

> U T T Pl GREVF] AW HATAHT THIU TTETEEHT &I I SATAY
a1 A1 fatawa sifq qarfenfa o= 7= FeanT g=nusr e |

> HeAwH AT faeprert e aferg aar faxira gomerr gfaer favaasoar afrafy 7@
ATHSTAAT Iiet ider fed TReror T qwag T FedRT Y& Tl 3w |
[H&rT qor ol FREAT B9 AT faFHed Heeaqul AT+ (Ml FqHT T
[Pt 81 T8l AT (qepTaehl AT hal [T dibal & | STHes A 99 a&d("es

|@r—sﬂaaﬂ> | I




FATSAHT AT AT FIAA, ST FLAAT AT BAGTAT 2 WX ATTRR TFI
TRITHT GUSHT T FIUA ATGF [qebraenl qqfed ded giad 9 a9d qearsd
HecTqul AT Yool FTHT FF 33 T G |

AU Al FrepTaraT @ W THE AR

» U A YR IR AR 99, Y& ¥ SIS HT AR AIaes T JTeeb]

IUALAT T FAREAAT AHAANIF ATSHIS ¥ faxiig FTd AgTRl FaeTed ICATATER
TR FAHTOT T qHiaTd ot wanfacd afedaw! At faere T,

=g, fauir, wifpar ¥ gwraell e afg "hd RET, ARSI AT SAFHAT
FAT RITARATHT A=A TS [TFTAFT AeTEE 2Tt T G 0% TFF faeprefie e,
T 039 FH FAIId ICAETAT ATHHER TaH AT T F9 3030 JHAHT HAH 1T
AT AlgFT FAEF &Fee: FW, T, TAFIAT T TAIRP! AN ATALIH I I
fag, fa=ms gfata 91 ITHves & AR UF YSilel Tare el I 3=9 far

AT ATTITHAT T AWT THITTH F&T TR TAR TR AT AT feig Terar
FSTTTRT e fastAr M7 S AT ATl QRITERar &H7 T,

TIAITTRT HH FTAR TSTHT AT T HITAb Sheeehl] FHIA: BIATITEH! AR ATITE
T IREATAT ¥ TSR] T T fad F=T ST T (Bearing capacity) afg 9,
qaeq g qraefi &2 YUTeliel faere ¥ Wiegsd &7 Geahiarde & Meed JcargHl
FX IASTYAR] AT TTSE THT FXAAT ATEIHT ASTYF FLAATHN (AT T Ty
fo sgaaTIAaTs 93¢ s,

T WETaTaTs Afted fed ¥ wrafaewdr U ST IUART WaT et fasret
AT gig T e faaer anit a=aritea e demdar gfde ARarers &8 T
AT,

M3 T Fex, feHTe, 9eTe ¥ avre ud fafa= Siq, a7 ¥ fdgrs auiad aiee aered
T TearAd aor gareael fawm T,

ATHINTR FREAT FREAFHH Uehehd FTTHT FATAT T, BIUR] IHAATS AT ATSAT IS
AR E FHAATHSP el TATAT T ARTETAHT AT ATHINSTF FREAT FIABHATS
AfTT ¥ T QTS AHATHAS THTSTHT (AT T,

AT ARAT TATGd AT AT JTATGAHAT T T SAM@HATS HH T TATTIIER
TIH AT STATGT ARATSTAT (AT T Arsafegars ardee FHTerT T ardraoi

~C

AT qTET [T Faehreepl I=qaars HEaH T |

Nl

| feréra e st JRerr B |



AR AT FATEHT TG WH THET T FRUEE:

TATAHT Hi¥E & TH ATH THA 0g ATSTAT1ag [TBTHHb! A%ATH RS ATTHT FUAT af erufera

TIHT 1T faehrarer i (o Tebepl srawar S | I=qd A H{HT JITelel 1fder faehrerdm T@r

T FALTEEATS 28T THITSTH a<h T Al |

» ot faerads T aetead faugesHr Aiiaid Teedr qgq TaH FAEEn BT
SRR

» (G qemEd w@e qEd THIERN] aw A9d, YSd @9 IH R ETHd,
AT BETa,

> Sfea difee aMTaa, arer, 9fesl, qov, qaafsddr T gedl ST,

> T I araeet =g=an, TefTe GEradr T ST ATentad $UHT A T A,

I AIAHT FHSR SHAT TIH Gl Afadesl [gavor ¥ =77 94N,

IYTRT TAT STAHEIT AT T&ehl HITehl ATATIBIHI T JafTehaol g7 TaH,

AT AT T TTT(ceh ATIRAT, AT o T TSUST TqeE JUAT i AFeTvek

gfqagarT FHT &,

AT T AT ANMHICATS ATHNT TH AEE TE AR JTATHEATAT TTeaT 78,

fauerETe ared AArs IcareAdi AT ITANT T THH,

HUHT AT I IATEAHAS &AH TeaT ATHAS T qXAH! ATATT ATIRHAT b T8,

FTHA, TeATSH, (o, ST, qears faeaur S=dr w18 AT=iiebdTet AT Jr

T gafd & T |

VvV V

YV VYV

AqAPT TP FIHTHAT THETH GER ST FqAHT THI SUTIEE:

HATAHT T &APT TG ARTRPEed AP 1T oI T T ATHT TR It
=T AT faera (Economic Development) 7 1 anfdes fae@ra Happiness of the Public Life
I FrAfead e 8T ATIE [TPTaHT HEgh! A STl &r, | AIel AT T F&TH Tl ATNT
qaefrer STHITSTHET TEE<AT qafad U & feques, |

V' e faeTEeT AEQUSHT TTHT TEhT H STATE JTIThH AN HIAHETE AR
T ATATRHIIT T,

V' TR I @TeRT daR T T HehdTeh! ATIRHT Grcehl qramer T,

V' ISIRTT @ TS IXERT FAAHT GEINTT GETTdT ATalg T, 1 STeAtarae e
TN ARG T |

V' o EAEET dT FHEATESHT (99, HAT, {9, did® Sl BATh eI

| r53ah | o?



Fraferd FAFEHEE qoardd T,

FAITHA, HATST TUTATATs THTEFRT adTs SFdelied ¥ JaT T,

qATATCHE AR TEIEoh] (AT TS T ATATT FIqedrad 9 a&qdl ATAE
SCATEAATS GIcdTed Ta,

R STera e, e ¥ A7 WAt qEr JOMe! e AT [Ee=are STanT T,
faUuUTETe YT ATATE ICHEAHASF GIHT ATSAH AN FXHR TEIehI0 T,
AT ¥ AT AIh] GRETTH! JATAT TR ATHUURIH ATATaRTeh! (i1 T
AT TAHT HTTUTIAES, ATATTE ATAAT TAT TICHT WTATHFATATS FTI~aT THHT
SiTe fa,

YTTeh FTT TAT ATEFE AT T ARTRFEeh] Tg=, AT MATATTEEHT AEATTAT ¥ FIATCEe el
AT S TIH THATHAE (qawer ATer faere =il Jaa | SRR i &aee Jad
TaH A g T A, ICAEH, TR T JTHRT &l TiedTied g awdr afq i
fareprar 21 1 anfeer fareprar, s wifafirerar ¥ agfga am Hifwd 798 Tottas qar amafses
QIR AT FAtedd Lhl g | T ATider faeprael #ra 46il, qardr e, qaEee e,
THTSTh AR, @y, RTEM T AREAT ST agATATHE &TAeATe THA ANTdH T, |

frrspeT R

TATEEP! AT THLT A q% AT fa dvcd=d Tl g7 | FaTer®l 99 quaey
ArerTEg faeraer g kg aft Aifaa sRasedr, aHET wataedr qgd, AeiAia s
IHFT AT faadel afd, aTed AHIATS AR T T, TATERRT ATITHT TUTCATR! faehTa
T A9, TASH] TSR A<h e Il dodesd ATde [praar arer TATTH AT
B | |l MEaRuE a7 GSIRTT @9 J@TgadH, BT &TAT ATAHI0 T ATGITHIhord T S
faae, s=afeer ¥ Aed AvIars GRefTehl Iardfd 9aT T4, JTatasa aaq1 @ aftdig
T, AATT, AT ¥ TAT FIGTT JAT TOTIAF [AebTaebT ATTAT TAT ATATSTAT STehebl SHFLT
T, FCATGAHAE T USRI FqSTAT T &WT ST A==y Sire fad, and vy Tee
TRl TAR T JATHRATR] ATHRAT I ATl ITANT TH g TR qThR HIH TS ld
FATIHT AT T FTAAIH AR TRATEN FTeAq Ihawg; |

feir fareprar, aiferg woTTelT STeaT QAT faerTereT TereeHT AU fauiramer qafssta T dae
gld, FHAG T AR B T AATAd (AUl @l FOTel, FHG AT d] HEcATeh el
ARTATS TqThR &7 {1 afbeg |

co | fréra e @it J=err o |
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JT JUIRGR IAGIAST I Sfepg G5
=% fatreden

fowa waw

e afT &g TAT FAT 9T YTeehel ATAT T ISl ATHIT § TUEAR &7 | AT q&q AT
HaATeh! IRFHIAT, IcATe ¥ fashl faa=or qeaepr Ty PRATATIH! ATes !, TARTHT FaRfed
e, fashdT FHAR AAANIF FAAAT 99 FaT JaTe =& qeeqaiehl HaeTdrs HeEs |
X AT YATHT A=RHATEd (AT a1 STATNTATR FRATS [UEAY T Alhes; | STANTHAT
fATT 3% TIT YATATEERT ATRAT ATALARAT TAT a&q qAT YaATh! ITidel qRT AT TLehl
AUEATHT FIUT 6T U & |

Y TR FTEAIT

ISR Toedl deaig IoF TedF, G FATTAESHT T [FHRT q9r 9@, ¥e Phareardg st
AT qEdATs Y TH & d9T GaTH] eATTbiad T qed qrears drarargdl el
EMIFTET AHAAT (MR T R (HHIT 79 Haarates gier § THT TR Aaearas
B0 | UER 9% d9T HAThl Icpedrel [, fairs faterdar, fafase 7 Mied smeaegerar
T TH G TAATATE SISes 4 customer at first T @aROMAT amaTied T@r fAw=aw
QARATS ATCHAT TS, TST FCATEA T a&q qIT FaAThl THUTET AR Aled Teh T,
FHANT T(E ¥ FALATIRT Ao Arearare Economy of scale Y& 9 @ I=0ITcHS
ARATERATS THI UG AFITaT 9, |

T Al HIAHATE b hRAdl Tl T T el FSAb! AMfaTd, IHanTd,
FETT ¥ AANT FEIHT AR AT AIAHaTe g% q97 dal JaredT Jokeadl anad
T I R GO AEAATIH FA T GHIT VAR FERATIA & |

HARITIAD] ATATH ATUROMEB] STH T8bl TH AT,
¢ FF 9240 B ZHATE SIHAE o AUH,
KAI ZAN fagresr e,
W. Edward Deming T a&eT Gfqaradhert T g,
Continuous improvement aT Y= AT AT ATLTI,
TR AR, FHATIH! FeRAdT T TEH qledl q= FeAls eI 1S,
TUER FGRPT AT PDCA =5hebl QU sTaerva TR,

® & & o o
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¢ UERIEAATR AT R SFATATIAATE AT GFAd @ T AT ATebehl,
¢ TATATS FUR T AT I Tecll o g Aa,
¢ Target Xfeq %1, Defect fed a&q T4T 4aT,
¢ TETHF g g1 IATET TSIl FTeTI T8 OMcHeE IATa=aT Sre fa,
¢ GVEENT ANfaH T RIATET ATAHATE FTAAAT delg STl AT TH AFRUITA
ATebebl T |
Y URR FTHITEH ATRES

Tools of Total Quality Management

Y VAR HEARATIAAE ANTRR TH FEdNT [ATS Agledeh ST o FHYT IO
FEARATIAHT ATTREE & | ST a] AT FATHT FThATHT FoidT T4 | HeAd: THY TR
SALATATER] ATTRES SeTH TUINTH TEhT B |

KAIZEN #9gqrRen

fMR=a% g™ a1 change for better @I ARIATAT ATaTRa @l quality, process, performance #T
IR TS 81 A YPRIRTT STAT TUEAH IR AT, T ATLRUT § FTgoTT AT 2T |
T ATATROME] GEATARATHT FTHT ATATH THATZ (Masaaki Imai) @Tg foges | Sae a9 9%5%
HT IE AGGRITR] FFarTd TR 97 |

PDCA <%
FTT GERATHT I@TIHET FHDATET FHTTTAT AT [& a7 H1d IERATHT SRIRUR AT3T TwiEs
I 9RAT F PDCA cycle &7 |

Plan ; S9@%E% AeAT3S ATAAT T3

Do: IRadaaTg ATcHard e wEgwEE-TqT sre faq

Check: ®T TFITGHH! FHIETHS T T

Act : ATSTHT e 1A I, HT TG g7 AFHHAT . AT AT aAT3 |

KANBAN / Demand flow production / Just in time IqEROT

T 9 ¥0 W AR AW YARTHT AT 9 AR 9% qa7 Ja1 Hiearadr A=rer
STTEA AN "aTSH FRHT ST favg | FTI@#ma=H zero holding period, =& FATHT a&]
FAT AT JIIH a7 WWHHAT TET T I ANTAR Fordl M6 |

Eish Bone analysis/Cause and effect /Ishikawa Digram
F BT GORAT, HARATTHTT AT ATGhT HET THLATH =l AT FIRT T tools
T T AT HTIRUT AT ASRATE o g | 997 F 9 THEATRT FEATaT FROEEH!

R | fréra e @it J=err o |




TATTHTT I AlhT TIET ITHIT 7 Fish Bone analysis 21 | a9s ST S@AT9A(ag
shikawa & 9fq9Tae T gATl Ishikawa Digram =T A8 FHT foret Tl |

Pareto Analysis / 80:20 principle
IATH ARTTHT ATIhaH AR d@Tg™ AGdRUT 5 pareto fase e &1 | 9197q AWTq@r 0

giqeTdel afgaal TUARHAT 50 I IR g9as a1 IId I ATdAH! qatHear a8 fHars{us;
foF SOl AT ANTTHT Al TR IR TR | input 20 Ifqerdel 5o giaerd out put IsT=T
S AT IR |

Six sigma
& TAT AT IATEAHT a1 441 gaTe free of defect aT near to zero defect E9®, | TEhaTs
yraterar fag Tes FEEATAERT FAH T H1 JERATHT GRAdT T Tesidl TS ard Afe

o =) Y

e ¥ wastage fed F&q TG T HTIAT SArefad AR T Six sigma &l |

1 sigma — 68 % output
3 sigma —99.7 % output
6 sigma — 99.99966% output

1SO 9000/ 1SO 9001
g1 ISO & H@RT UTedkebisd 4dl, YOhHaT, FFrd AGeA9d, IR T FEHINAHT AT
TUTEY FTIH AT FHT STeiawg, |

ek (Quality circle)

fersrepfrerar, fasteferar ¥ swasr JANTaTe FTHEEIETHT T@TIE A TEEATS AAETHT
qfe=me I, fTeerur T T FHIE T FRTET S G ATLIRIT 7 qOEH @ |

T 9250 I TIHIR STATHATE G AR TH AAIROMA FEHATNTATHAD HALATAZRT T
FAT ATHN URAHT IR AT HIHAT FIEAT @S |

¢ I STEAF FHHAT TURAHT TR TRAT,

Scrap T9T Zahe ®H T Defect less a& T4 FaT JaTe AT,
AR ~FATHT &,

JATEhcdH] IR g,

THIEFR] ARAFER] ATHEH TATHATE THLT FAGT T Fieh,

* & o o

|Q‘>3 9o | c3



Out sourcing

TTEAF el AME<ATe & qa7 JaT IAET UaH Jag &l FH AqNT drag, 99 Gl Sy
IS, | T AT THEERIT T S @l GA=d T8 THT TURAY STaCTITAT TTaeherdr
HIRERIEEA

AT TORR AAIAPT THIEAHTAGAT HEL /YT T qebed O

ek F TR AAXITITR] bra(avg TUHA TEF Geq(td, UTeeheh] TPRICHE G,
IeRTEATR! ATATT ST fafae FREegRT THIT qURAR FaLATIT THTEHIAT HIIH T Al |
THF T HIIFEE SEATHITH Jood@ T Fiche,

* I T IUNT HHAT,

* =7 westage / less error 1 HTAATATER,

* U AR,

*  UTEHYIAHR! FEITHT a0,

°  JEI AT HATHT Teehl U,

e Particative management &I JIT,

*  correction 9=T 99 prevention %I AT TXTHT ARTHE AATHEE,

e customer at first, continuous improvement and commitment @Ts fagT=iesT FTHT
ATAFIT TRT ACTR] AT,

° I AT YATH! TURRH] TFEIAT ATEITIAR] FfqagaT,

*  TUEAYH MMAT S=F TATHI AMAHAT TRTHT focus

o AT, IPRARTA, FRTANTT T F&IA SA] GRPT AaT,

o U gfaty, s, A9, T &THATH! T,

o TR=IY AR IHRAT |

WWWW:
U MUY AFRATIAATE (AeRTa T faame 7 qerdr amenfed smaRad Arerar 3 9w
AR SARATITHT (g &7 | STeATs 8T aHINH d@rsd afheg |

Customer focus JTE® Hwaid :

T AT ATl UEARH HIAA T a1 &R AR 9 F Yededd Taad | 99 a&q aqr
FATHT YTehehl T, TTehhl T3] qAT AT THINTHE! q&q TAT AT AT, FH ARTAH

URART q%] (45 UTed A= survey THT TIEE |

Employee involvement FH=TRIe TewITT

X AT YATH JATEHT I=d qeard (T deehl HHARB Jmdl &g | Icaed aig faawo
TEHT TR BRATHATTHT bl FATAAT T TUHTA o VAR IR T Alebel g73; | 01 =1,
frorer FRTOT 7 URAR A ERATITHT Feshl FEHIRTATe T8 URR SEedTIe T9 GediT 6 |

o | fréra e @it J=err o |



Continuous improvement =R FEX :

& qAT JATHT =R GERHT Araedqehdr das | 997 defect less product f&7 six sigma &7
TATARRT FANTH AR FAIeE A 8¢F TG THRAT 99=1d T IHAT I I
faae® | Quality, Product T Process T =R AR WTHT {1 THI URGY AT T4
qichee; |

Decision making based of fact qeavra frufa frwor
R Jlg T TS 0T & T HIRHAT AT FEAIes, | e TFIwehl o7,
FEHT ATTHT Defect FT TXHT ATIRAT IR TET FHY TORAR FALATIT FAAFRT 5, |

P-D-C-A cycle %t fagr= :

THY VR AARATIAF] AT HAEREEH] U=l T8 AT qATSH, AIorT FTHITH Fe
TFEITEH, HTd FETEAS THATGRNRT ARETT T HY TFIEAHR] TATSHR qaRET ¥Rl Aled
qF: ATSTATRT AR AAIEE, |, T GHI VAR I gveg, A= JgIiveres AIal arbel g |

3C fagr=t :
Customer at first, Continuous improvement / commitment &I FFURITATE T3 fagr=aaT
MR FAZUHT mix g+ 3C fagra &1 | A1 fa9 &) THEdnl Fqaeda=ae A 97

>

NN N S o

TURARHT Ioe@id IRAA AT Alchreg Al A=Al ailebebl AT AaAaqH (FgT= &l |

TAY R FTHI T i 8
S T faRiTT WA ARl TUAT YATHN PRIAR T 9T FoA{eAd T BTgIRT SolTold (AT
YATHEF T & | Tgifvash w997 fadia Heaeasar Financial intermediary =T F99T IR

FEIHT TIHT oifehg Product fafh faamor T Feamet ST S a1 faxiig Feares ORI, |

WFRETT FTH] IATEH &Fdre qaard dUsl TQM FATEFTH THA FAEHRT FTHT TN
qge TEREH! WS | ATH AT TEhesh! qaT JaTE Gidel 3T ¥ Ja1 Jaredrs
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Nepalese Financial System: An Overview

-Dr. Dandapani Paudel

Financial sector liberalization in Nepal as being the first and prominent sector partly initiated
from the banking sector in mid-1980s had further been stimulated en route to full-fledged
financial liberalization with an open policy of red carpeting for new entrants based on merely
business feasibility and economic viability. Nevertheless, in 1990s, such liberalization practice
was further focused on towards an urban-centric configuration ignoring the geographical
structure of the populace and the rural economy branding the terminology of a first generation
economic liberalization as a mimic with the tune compatible with global fashion. No doubt,
the substantial increase in the number of banks and financial institutions (BFIs) and transaction
volumes not only recorded at a higher side as an impact of liberalization but also exceptionally
continued even during the conflict hit period attributed by rural to semi/urban migration and
remittance inflow bypassing the remote areas enhancing further demerits of less accessibility
of banking habit of the rural poor. As such, BFIs have been categorized into four groups in
view to rationalizing in terms of descending order of paid up capital and functional activities.
Nevertheless, it is difficult to use any quantitative measuring yardsticks of the saturation level of
the number of banks and financial institutions, rather they are opted in fulfilling the mandatory
norms and conditions as prescribed at the time of licensing ignoring the options of measuring
the potential size of the economy which can be used as a better proxy to estimate the tentative
size of financial sector

The beauty of the liberal economic regime is no doubt that individuals/groups are free to
enter, if they feel there is room for return. The free exit, which also bears equal merit in other
sectors of the economy, cannot compare at par with other sectors since the financial sector not
only deals but also liable for the public deposits. Nepal Rastra Bank (NRB) in the recent past

* Dr. Paudel is Ex-CEO of DCGE
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as a regulatory and supervisory authority of the BFIs mandated to increase the level of paid
up capital up to four-fold in line with the international practices to rationalize the size of the
number of BFIs as a step towards the so-called second generation of liberalization. In view to
leverage this process, NRB opted mergers and acquisitions as some sort of solutions which
might not be easily and successfully applicable as expected not only to matching and marking
problem but also raising a prudential norms of risk mitigation with the belief that too big to
fail. Similarly, the recent politically motivated mechanism of one bank branch for one local
political unit might not be eco-business viable, if the central policy is focused on to a model of
giant concentration. In other words, looking at the overall geographical structure and pathetic
dwelling of the rural populace the much talked opening up of one banking branch to local
government areas is neither sufficiently access to the rural poor nor be cost effective for the
big BFIs. Rather small is beautiful approach might be in different brand like cooperative, unit
banking, microfinance, etc., designed with the provision of normal banking facility under the
umbrella of an effective independent regulatory and supervisory authority would be more rural
populace friendly targeting to medium to long term approach.

The basic objectives of the Nepalese financial system as elsewhere include financial stability and
deepening, good governance, financial accessibility and literacy, standard auditing, prudential
regulation and supervision, enhancing formal financial system, transparent and fair competition,
among others. Looking at the Nepalese financial sector, it is not only the BFIs sector but also all
most all sectors directly/indirectly related as defacto by nature with financial or non-financial
activities as partner of the financial net. A brief categorical summary of the regulatory and
supervisory authority/self regulatory status of the different financial / non-financial institutions
/ markets in the boarder terms are as follows.

Structure of Nepalese Financial System

Regulatory and Supervisory Related Institute/Market

Authority
BFIs Sector A - Class, B - Class
Nepal Rastra Bank C -Class, D - Class
_____Insurance Sector - Life Insurance

- Non-Life Insurance
( Reinsurance activities within the domestic front is
of recent origin in Nepal)

Beema Samiti / Insurance Board
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- NEPSE, - Listed Companies

- Merchant Banker, - Mutual Fund

- Stock Broker, - CDS

- Deposit Member, - Credit Rating  Agency, etc.

Capital Market

Securities Board of Nepal (SE-
BON)

- Employees Provident Fund (EPF)
- Citizen Investment Fund (CIT)
- Deposit and Credit Guarantee Fund (DCGF)

Non-Bank Financial Institutions
Self-Regulatory Institutions

Cooperatives

Related Institutions: National Co-

operative Board/ National Cooper-

ative Bank Ltd.,etc, (with limited

member cooperatives)

Looking at the system structure, the BFIs, insurance sector and capital markets are governed
by the mandatory regulation and supervisory authority whereas the rest sectors are either under
self-regulatory framework or partly regulated. Under the self regulatory mechanism, the EPF
and CIT are known as long term contractual saving mobilizer in a sizable manner which is
bound for safe lending in view to protect their contributors as mandated by their legal status
basically focusing on infrastructural and government projects, among others. They are directly
related with the Ministry of Finance (MOF) for any major policy shift. Similarly, the DCGF is
of a recent origin in Nepal as the concept of deposit guarantee/insurance has been started as a
sensible part of financial safety net. It is governed by its own Act ensuring the public deposit
in the BFIs as defined to a certain extent to reimburse the individual depositor immediately in
case any BFI announced as defaulted by the regulatory authority. Being a guarantor of deposit
in case of default, it is known as the center part of safety net of the financial sector (BFIs) .
The major policy guidelines of DCGF are also linked with the MOF as in case of EPF and
CIT. The definition of financial and non-financial status of institutional category in Nepal is
based on the definition of the NRB Act and looking by the fundamental functional nature of
financial mobilization of these institutions, government of Nepal has to make an international
review of the practices and effective lessons learnt the financial and non-financial status of such
institutions as per the global standard to redefine in a broader base.

- Saving and Credit Cooperatives

- Saving and Credit Cooperatives licensed by Nepal
Rastra Bank

- NGOs with Limited Banking Transactions

As contrary with the constitutional spirit of three pillar economic model, the vested interest
of so called legislation makers turned it into partial pitfalls by weakening the pro-rural reach
organized financial system. The present status of the cooperatives is very vulnerable due merely
offering licensing without any corresponding feedback cum backup system of regulation and
supervision. If an authority is established for prudential regulation and supervision, there is
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no hard and fast reason to restrict financial cooperatives in mobilizing public resources. The
lesson of financial cooperative movement is sufficient enough to learn the successful role in
their early development of Japan, South Korea, etc. They are proud to refer the saying that how
cooperative system attributed to South Korea from potato chips to computer chips economy,
among others? For this, realizing a role model of rural financial evolution, NRB had suggested
to the government as early as two and half decade ago in establishing a prudential regulatory and
supervisory authority aiming at initial support from the part of Bank in the capital, manpower,
technical knowhow, etc, for effective operationalization of financial cooperative . Obviously,
the rural inclusion in the financial sector has not been judiciously addressed leaving the room
of rigid opportunity of financial access to rural poor. It is the core function of NRB as an apex
body of the financial system and also the advisor to the government to advice a fairly feasible
role model for the rural financial system in a more cost effective manner, which is also a
moral obligation of the government to act accordingly. It is but natural as elsewhere that the
mushrooming growth of Nepalese financial sector is no doubt urban-centric due to economic
viability which needs to address with pro-active positive policy discrimination in favor of rural
areas. Mimicking the cooperative culture of saving and lending, a number of saving groups,
mother groups, consumer groups and also gaming type of Dhukuti groups are burgeoning as a
threat to organized financial market.

Empirically, a well established feedback relationship of cause and effect between economic
growth and financial sector development could not have been validated that how much the
latter’s growth contributes to the former in Nepal. The financial sector’s contribution to gross
domestic product (GDP) is being used as a yardstick to assess the impact in the overall economy.
Similarly, NRB has immediately initiate detail study on multifaceted digital transactions in the
financial system to curb various payment settlements and hacker/attacker technology together
with the possibility of pros and cons in detail regarding the burgeoning crypto currency tendency
whereas policy incentive should be in favor of cashless society. The good governance, risk
management and internal control, effective offsite and onsite supervision, international auditing
standard, etc, are some of the issues to be regularly addressed.

The insurance sector should address the issues of accessibility and inclusion, responsible and
transparent system, strengthening regulatory and risk based supervision, among others. The
capital market should have to expand sectoral diversification, promote peoples participation,
implement commodity market, strengthening good governance among all stakeholders and
improve prudent regulation and supervision, among others. The self regulatory institutions
since they are either lending or guarantying credit should have to develop strong supervision
mechanism to make ensure the risk involved, for which, the adoption of a high-tech information
technology is essentially ensured.
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Legal Provisions on Credit Guarantee in Nepal
“Bishnu Mani Adhikari

1. Introduction:

Credit is the asset created by Banks and Financial Institutions (BFIs) against some security.
Oxford dictionary defines credit as the ability of a customer to obtain goods or services before
payment based on the trust that payment will be made in future. Similarly Britannica defines
credit as the transaction between two parties in which one (the creditor or lender) supplies
money, goods, services, or securities in return for a promised future payment by the other (the
debtor or borrower). Bank and Financial Institutions Act, 2073 defines Credit as the amount
lent by bank or financial institutions to any person firm, company, institution, or other business
enterprise subject to repay principal, interest or other charge within certain time limit, direct or
indirect commitment, interest or other charge or the credit, re-finance, restructuring and renewal
of the credit, guarantee and other commitment issued for repayment of such credit and the term
also includes any type of credit as specified by the Rastra Bank by publishing public notice.
Similarly Nepal Rastra Bank Act, 2058 defines Credit as a direct or indirect promise to invest
money and the right to recover such amount of investment in return and the interest of such
credit or payment of other charges, the refinance given against security or credit or investment
restructuring and renewal of credit, the guarantee made for repayment of credit or any other
promise for such repayment, and the expression also includes any type of debt. Similarly, Credit
Guarantee Rules, 2075 defines credit as the amount lent by member institution for livestock
purchase, microfinance and deprived sector, small and medium enterprises or agriculture credit
program on the sectors as specified by Nepal government. So the definition of credit depends
upon the institution defining it but the core issue is involvement of both the lender and borrower
along with some inherent rights and duties.

Credit Guarantee is the confirmation of repayment of debt to the extent mentioned on contract
or agreement document provided by the institution operating guarantee schemes in the event
of default or any financial mishaps. *A credit guarantee scheme provides third party credit risk
mitigation to lenders through the absorption of portion of lender’s losses on the loans made
to SMEs in case of default, typically in return for a fee. So a guarantee is simply a written

*Deputy Manager, DCGF
** https://www.worldbank.org/en/topic/financialsector/publication/principles-for-public-credit-guaran-

tee-schemes-cgss-for-smes#:~:text=A%20credit%20guarantee%20scheme%20provides,in%20return%20
for%20a%20fee.
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agreement between two parties in which one party agrees to pay stipulated fee for securing the
particular asset while another party pays the specified amount of claim in case of default. So it is
basically a contract which helps the lender to be more secured and protects from unseen risk by
payment of designated fee. The practice of credit guarantee is prevalent around the world. But
the schemes might differ from country to country as different countries have different financial
system and economic characteristics. But the ultimate aim is to protect the financial system from
various risks. Guarantee providing institutions are often referred as financial safety net as they
absorb various shocks and protect the financial system from various risks. In addition, providing
credit guarantee enables banking system to extend credit even in absence of bankable collateral.
So a sound credit guarantee mechanism helps in filling the financial gap thereby creating more
entrepreneurs, jobs, products and services. This not only helps to strengthen banking system but
also overall productivity of the nation.

2. Institutional Arrangement for Credit Guarantee in Nepal:

Deposit and Credit Guarantee Fund (DCGF) established by Deposit and Credit Guarantee
Fund Act, 2073 is the sole credit guarantee institution available in Nepal. Livestock Credit
Guarantee, Microfinance and Deprived Sector Credit Guarantee, Small and Micro Enterprise
Credit Guarantee, Agriculture Credit Guarantee, Education Loan and Educational Unemployed
Business Credit Guarantee and Export Credit Guarantee are the credit guarantee schemes (CGSs)
currently in practice under DCGF. Nepal Rastra Bank, the central bank of the country, provides
discounts and other offers through policy intervention and thereby support DCGF functions
indirectly. Likewise, BFIs are the primary customer of DCGF who gets membership of DCGF
to enroll on various CGSs via entering into formal agreement. So basically member BFIs and
DCGF are the major frontline players while NRB provides supporting role in implementing the

CGSs in the context of Nepal.

3. Legal Arrangements for Credit Guarantee in Nepal :

Before the introduction of Deposit and Credit Guarantee Fund Act, 2073, DCGF is operated
under Company Act. So, all CGSs were issued as per Credit Guarantee Bylaws, 2068.
Subsequent to introduction of DCGF Act, fresh rules are formulated as per the right conferred
by the Act, approved by cabinet of ministers, published on Nepal gazette and came into force.
In addition circulars and unified directives issued by Nepal Rastra Bank, also systematized
the credit guarantee functions and encouraged membership. So a detailed legal provision for
issuance of CGSs is discussed below:

3.1 Deposit and Credit Guarantee Fund Act, 2073

The preamble of Deposit and Credit Guarantee Fund Act, 2073 states that “It is justifiable to
make legal arrangement to incorporate and operate Deposit and Credit Guarantee Fund for
economic development of the country by enhancing confidence of public towards banking and
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financial system, and, protection and safeguard of public through protection of public deposit
and credit”. Likewise the Act also defines various terminologies pertaining to credit guarantee.
Under clause 7 Sub clause (b), (c) and (d), of the same Act, provision of small and medium
enterprise credit guarantee, microfinance and livestock credit guarantee and export credit
guarantee have respectively been mentioned. Similarly under clause 37, the Act mentions about
credit guarantee fee, claim and claim settlement is to be done as specified. Likewise under clause
38 (3), there is provision of credit guarantee fund in which paid up capital as decided by board,
guarantee premium paid by member banks, fee paid by creditors for credit guarantee, subsidy
received from government of Nepal, return received from investment of financial asset of credit
guarantee fund, loan, subsidy, donation or assistance amount received from foreign government,
entity or individual, and amount received from Nepal government is to be deposited. Likewise
under clause 45 of the Act, DCGF has the authority to conduct on site and off site monitoring
of member institution pertaining to accuracy of documents submitted for credit guarantee.
Likewise, under clause 65 (1) (c), Nepal government can make Credit Guarantee Rules. Hence
Credit Guarantee Rules 2075 has been formulated and implemented under this clause.

3.2 Credit Guarantee Rules 2075:

Credit Guarantee Rules 2075 came into force on 2075 B.S which is amended twice, first on
2076/01/30 and second on 2077/06/26. Third amendment has already forwarded to Ministry
of Finance for necessary approval. Credit Guarantee Rules 2075 is blue print of DCGF to
implement credit guarantee functions as directed by Government of Nepal. The rules are divided
into 5 chapters. Chapter 1 deals with initials, chapter 2 deals with Livestock Guarantee, Chapter
3 mentions about claim of guaranteed livestock, Chapter 4 deals with credit guarantee and
Chapter 5 covers miscellaneous provisions. Criteria like age, number, type, limit per livestock
etc. are mentioned along with the provision of issuance of membership in detail in chapter
2 which exclusively covers the guarantee procedure of livestock. The process of issuance of
policy, duties of member bank and responsibilities of DCGF are outlined within it. Similarly,
Chapter 3 deals with claim process of livestock. The process of lodging in file, the percent of
claim payment, criteria of acceptance and decline of claim are mentioned on it. Chapter 4 is
the vital chapter on credit guarantee program of DCGF which states the guarantee schemes.
The issues of terms and conditions, criteria for guarantee, method and frequency of premium
payment, reporting methodology, claim lodging process, claim approving and disapproving
process etc. are all well explained on this chapter. So basically chapter 2, 3 and 4 are the major
legal provisions on credit guarantee program as operated by DCGF.

3.3 NRB Circulars:

The circulars issued by NRB plays vital role to expand credit guarantee spectrum in the country.
The circular 2/078 issued by Regulation Department of Nepal Rastra Bank on clause no 9 (5),
provides 75% waiver on loan loss provision. Similarly, Circular number 17/078 on 3(7) and 3
(9) provision of guaranteeing with DCGF is clearly mentioned.
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3.4 Integrated Procedure on Interest Subsidy for Concessional Loans, 2075

Nepal government introduced Integrated Procedure on Interest Subsidy for Concessional
Loan 2075 which again sets broader array of sector which needs to be covered through credit
guarantee arrangement. Clause 3 discusses about the type and limit of the credit which includes
commercial agriculture and livestock loan up to 5 Crore, Educated Youth Unemployed Loan
up to 7 Lakhs, Project Loan for Returnee Youths from foreign employment up to 10 Lakh,
Women Entrepreneur Loan up to 15 Lakhs, Dalit Community Entrepreneurship Development
Loan up to 10 Lakhs, Higher, Technical and Vocational Education Loan up to 5 Lakhs, Private
Home Construction Loan for Earthquake Affected People up to 3 lakhs, Operation of Cloth
Industry up to 5 Crore etc. The procedure focuses more on fixed asset collateral free loans as
a result of which provision of credit guarantee is inserted on most of the products. Clause 7 of
the procedure mentions about Credit guarantee arrangement while clause 17 discusses about
functions, duties and rights of DCGF. This clause is the most important clause of DCGF as it
elaborates the premium collection and claim payment process.

4. Gap Analysis

Despite being a very important component for financial stability, credit guarantee business has
not been growing as expected. This is due to mainly weak institutional capacity and legal ar-
rangements. DCGF is still using the old traditional documents for guaranteeing as well as claim
settlement process. Banking system has been changing each year adopting various practices and
introducing new credit products. Likewise with introduction of new products, banking sector is
exposed to multiple risks as well. With the development of financial sector, default rate is also
growing. Unlike the growth of credit numbers, credit guarantee numbers are not encouraging.
This is basically due to two issues, firstly, the institutional strength of DCGF and secondly,
the legal base. DCGF is guaranteeing in tune of Rs. 300 billion credits at the end of Asadh
End 2079 but the net financial strength of DCGF is nearly Rs. 20 billion only which again need
to cover nearly Rs. 900 billion deposit guarantee liability as well. At present, with guarantee
amount inclusive of both deposit and credit in range of Rs. 1200 billion, the strength of Rs. 20
billion financial strength is negligible. This raises a big question among bank and financial in-
stitutions regarding the capability of DCGF to honor claims in case of banking crisis. Likewise
there is no dedicated risk assessment desk and monitoring desk which again exposes DCGF to
unaccountable risk. Another aspect is the legal provisions. As discussed above, the legal base
DCGF is adopting needs to be revamped to adjust with modern banking practices and products.
For example, Credit Guarantee Rules 2075 narrowly covers the revolving type lending facilities
offered by banks, doesn’t cover bank guarantees, margin lending among others. Likewise, the
guarantee slab on SME credit guarantee and agriculture credit guarantee is upto Rs. 3 crore
which is nominal. Additionally the mandatory requirement of seeking pre approval from DCGF
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for disbursing limit from Rs. 1 crore to 3 crore SME and agriculture loan adds more paper works
and turnaround time. No penalty provision of false, partial or improper reporting is another
drawback on the rules. DCGF has only monitoring authority which again is limited to warning
and reporting only as it bears no authority to penalize or take action against the offenders.

Nepal Rastra Bank, though being one of the shareholders of the institution, has not considered
the significance of this institution. There are adequate spaces through which credit guarantee
program can be expanded in the country but there are certain provisions which even doubts the
value of very existence of DCGF. For example, the portfolio guaranteed by DCGF needs equal
risk weightage as of regulatory retail portfolio, bank and financial institution can only consider
85% of guarantee fees on base price determination, etc.

The Integrated Procedure on Interest Subsidy for Concessional Loans 2075 is another document
which doesn’t consider the presence of Credit Guarantee Rules 2075. Credit Guarantee Rules
2075 outlines the portfolios that can be guaranteed by DCGF but the integrated procedure
mandates certain credit limits which can’t be covered by DCGF’s credit rules. Likewise the claim
payment process is entirely different on two different documents. This has created confusion
among banks as a result of which loans which should have been guaranteed are left out while
those which can’t be covered are included. This will ultimately affect the claim payment process
in the future.

5. Conclusion:

Developed economies have considered credit guarantee scheme with utmost priority. Some of
the Asian economies like Malaysia, Thailand etc have used credit guarantee effectively so as
to enhance the SME sector making huge contribution to the economy. India too have huge
portfolio under guarantee schemes. But Nepal is still way behind in terms of credit guarantee.
In order to be a prominent player in the economy, DCGF first needs to enhance its institutional
capacity, then the financial capacity. Government should inject additional fund in the form of
capital as per international benchmarking. A firm and robust financial safety net system will
not damage anything but will support the financial system in many ways. Crisis doesn’t come
with a bang, so entities like DCGF are for such stages where every sector turns helpless. So
all stakeholders should come forward to understand the significance of guarantee schemes and
help DCGF to attain the goal of attaining 100 percent credit being guaranteed which ultimately
warrants a sound financial system in the country.
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Credit Guarantee Schemes for Unlocking Access to
Finance for SMEs

“Rupesh K. C.

Defining SMEs

There is no unique, universally accepted definitions for small and medium enterprises (SMES).
The definition of SMEs is relevant for the statistical purposes of accessing economic performance
within a country across sectors. The importance of definition of SMEs for policymakers lies in
estimating the categories of businesses and their contribution to employment, Gross Domestic
Product (GDP) and in other macroeconomic indicators. The number of employees, annual sales,
assets or any combination of these are the basis of classification of enterprise and it may vary
from country to country.

The World Bank uses three qualitative criteria for defining SMEs: number of employees, total
assets and annual sales. Enterprises with number of employees ranging from 10 to 50, total
assets from USD 0.1 million to 3 million and total annual sales from USD 0.1 million to 3
million are categorized as small enterprises. Similarly, enterprises with number of employees
ranging from 10 to 50, total assets from USD 3 million to 15 million and total annual sales from
USD 3 million to 15 million are categorized as medium enterprises.

In European Union, a firm with 50 to 250 employees, annual turnover of Euro 7 million to 40
million, total assets less than 27 million and ownership not more than 25 percent by a large
corporation is classified as a SME.

In India, enterprise with investment in plant and machinery from INR 2.5 million to 50 million
falls under small industry and the one with investment in plant and machinery from INR 50
million to 100 million falls under medium industry for the industries of manufacturing sector.
For industries of service sector, enterprise with investment in plant and machinery from INR
1 million to 20 million falls under small industry and the one with investment in plant and
machinery from INR 20 million to 50 million falls under medium industry

The Industrial Enterprise Act, 2016 of Nepal has classified industrial enterprises into five categories
(micro, cottage, small, medium and large industries). Industry, except micro and cottage, with
fixed capital upto NPR 100 million is categorized as small industry and industry with fixed capital
ranging from NPR 100 million to 200 million is categorized as medium industry.

* Deputy Executive Director, SEBON
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Defining Credit Guarantee Scheme

Credit Guarantee Scheme (CGS) provide guarantees on credit facilities granted to borrowers
by covering a share of the default risk of the loan. In case of default by the borrower, the lender
recovers the value of guarantee. CGS is a risk management tool that promote lending to the
prioritized sector thereby addressing the financial challenges faced by these sectors.

Accessing Finance: Challenge for SMEs

SMEs play a major role in economic development, particularly in developing economies. The
promotion of SME efficiency will yield increasing social and economic returns. They constitute
the backbone of national economies of developing countries. World Bank has estimated that
formal SMEs contribute up to 60 percent of total employment and up to 40 percent of GDP
in emerging economies. Formal employment opportunities are created by SMEs. Financing is
important for SMEs to start up, develop and grow. However, access to finance is a key constraint
to SME growth. It is difficult for SMEs to obtain bank loan than large enterprises/firms. The
limited access to finance is mainly associated with the high administrative cost of small-scale
lending, the underdeveloped financial system, the high risk perception attributed to small
enterprises, asymmetric information and lack of collateral.

Most SMEs rely on internal funds, borrowing from relatives and friends to lunch and run their
enterprises initially. The estimated global current credit gap (financing need) by World Bank
for formal SMEs is approx. USD 1.2 trillion. So, government around the world, nowadays,
have been initiating various steps to develop appropriate system of SME financing. One of the
instruments to address the financing constraints faced by SMEs is CGS. CGS first emerged in
Europe in the 19" and the early 20™ centuries.

The Role and Rationale of CGS
The role and rationale of CGS are as follows (Vienna Initiative Working Group on CGS, 2014):

e CGS is used in many developed and developing economies to alleviate the constraints
facing SMEs in accessing finance.

e CGS can play astrong role in emerging economies where the SME financing gap is generally
wider than in developed economies.

e Infinancial downturns CGS can be a part of a counter-cyclical public policy toolkit.

e Public sector involvement is often judged to be necessary for the supply of credit guarantee
products in sufficient amounts.

e CGS can be characterized by their mission, institutional structure, services offered,
operational practices and performance indicators.
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The Impact of CGS
The major impact of CGS are as follows:

e Financial Sustainability
Some sort of outside assistance, especially initially, is usually required to start a CGS.
Credit guarantee schemes are time and resource intensive. It is possible for credit guarantee
schemes to stand on their own, without outside assistance. For example, sufficient revenues
can be raised through registration fees. However, care must be taken to ensure the fee is
not too high to discourage borrowers from taking advantage of the CGS, but not too low to
prevent the CGS from covering its costs.

e Credit Additionality

Credit or financial additionality refers to the extra loans that would not have come
about without the credit guarantee scheme. Measuring additionality is difficult (Levitsky
and Prasad, 1987). In fact, only a few cases of additionality have been “proven”, and thus
experts remain skeptical as to whether CGS actually cause additionality. However, Levitsky
has argued that additionality is possible if a CGS is properly designed and implemented. He
estimates that in such cases CGSs create, on average, 30 to 35 percent financial additionality
(Levitsky, 1997).

Economic Additionality and Spillover Effects

Credit guarantee schemes have the opportunity to contribute not only to creditadditionality,
but also to technology and knowledge spillover and economic additionality, e.g. increases
in profit and/or employment. By improving access to formal credit, CGS helps enterprises
acquire finance for investments which can increase productivity.

Korean Technology Credit Guarantee Fund (KOTEC)

KOTEC was founded in 1989 by the Korean Government as a not-for-profit guarantee institution under

the new “Korea Technology Finance Cooperation Act”. KOTEC provides credit guarantees to new

technology-based enterprises. It also promotes the growth of technologically strong SMEs.

KOTEC provides different types of services such as:

» Technology appraisal undertaken by a national network of Technology Appraisal Centres (TACs).

« Advisory services to encourage customer-oriented products and services. These include consultation
services to encourage technology development among SMEs and help SMEs overcome managerial
and technological obstacles.

« Support systems for company restructuring and technology transfer, including financial and legal
advice, help in formulating business strategies, etc.

Evidence has shown that KOTEC has had a positive effect on sales growth and productivity in the
firms to which it caters. In particular, the firm evaluation process and the system to support technology
implementation have contributed to a high survival probability of loans (Kang, J W and Heshmati, A
(2008); Roper. S., 2009).

Source: http://www.kotec.or.kr/, Roper. S., Credit Guarantee Schemes: a tool to promote SME growth
and innovation in the MENA Region, Warwick Business School, UK for the 3rd MENA-OECD
Working Group on SME Policy, 26th October 2009, Paris.
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SMEs Credit Guarantees in Nepal: An Overview

Deposit and Credit Guarantee Fund Act, 2073 enacted in 2017 A.D. has entrusted Deposit and
Credit Guarantee Fund (DCGF) with the responsibility to perform both the deposit and credit
guarantee function. Though the Deposit and Credit Guarantee Fund Act, 2073 was enacted in
2017, DCGF has been in operation since 1974 A.D. in the name of Credit Guarantee Corpo-
ration and has operated credit guarantee schemes since then. The CGS operated by DCGF is
focused in increasing financial access to the poor, privileged, marginalized and deprived sector
people lacking source of fund with lot of zeal via bank and financial institutions with a commit-
ment to provide protection against the loan and advances granted by bank and financial institu-
tions under these sectors.

The credit guarantee schemes operated by DCGF are:

* Micro Finance and Deprived Sector Credit Guarantee

e Agricultural Credit Guarantee

e Educational Credit and Educated Unemployment Business Credit Guarantee
e Small and Medium Enterprises Credit Guarantee

» Livestock Guarantee

* Export Credit Guarantee

The total credit guarantee done by DCGF as of Mid July 2021 was Rs. 148.68 billion (Source:
DCGF). The total loans and advances of Bank and Financial Institutions (BFIs) during that pe-
riod was Rs. 4170.58 billion (Source: NRB). This shows that about 3.56 percent of total loans
and advances has been insured as of Mid July 2021 which is 2.01 percent as of Mid July 2020.

The credit flow of Banks and Financial

Institutions towards Cottage, Small and
Medium Industries (CSMI) in Mid July
2021 was Rs. 109.91 billion (Finan-
cial Stability Report, NRB, 2020/21).
During that period, the exposure of
SMEs Credit Guarantee of DCGF was
Rs. 3.53 billion which is 3.21 percent
of credit flow of BFIs towards CSMI.

The sectorwise CGS exposure of
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DCGF is depicted hereunder.In Nepal, the credit guarantee scheme has served as a policy
prescription to help SMEs to access credit. Studying the current practice and framework
of DCGF (Source: website of DCGF) on following parameters, Nepalese CGS for SMEs

has

following key features:

Risk-sharing

There is sharing of risk between borrowers, lenders and DCGF. A proper policy related
risk sharing mechanism should be place as very high credit risk coverage encourages
lenders to take excess risk as most of the risk is borne by guarantor and very low
credit risk coverage increases the risk of the lenders and this will limit the credit flow
towards SMEs.

Size of the Guarantee

DCGF has placed a cap on the size of the guarantee. In SMEs credit guarantee, the
guarantee limit is upto Rs. 30 million. It is one of the highest limit exposure of DCGF
among its CGSs. This shows SMEs credit guarantee is on priority.

Guarantee Staff

It is crucial that the guarantee fund scheme be designed by an experienced staff. They
should have experience in loan underwriting and recovery process. The staffs also
plays a critical role in negotiating scheduled repayment from the creditors. They also
need to monitor the creditors and underwriting process — the creditors and borrowers
may conspire to default the loan. There is separate credit guarantee department in
organization structure of DCGF. A separate risk management department can add
value to the process.

Guarantee Fee

The guarantee fee is an essential components of the credit guarantee structure. The
guarantee fee size should be small enough for creditors to participate in the scheme
and high enough for the financial sustainability of the guarantee fund. The guarantee
fee levied by DCGF in SMEs credit guarantee is 0.6% p.a out of which the government
gives 50 percent subsidy. The fee levied in SMEs credit guarantee scheme by DCGF
is one of the lowest one among other schemes. Similarly, the subsidy provided by the
government shows that the government has high priority in CGSs.

Eligibility
Eligibility is one of the most critical constraints to MSMEs. The eligibility criteria include
both financial and non-financial measures. The financial measures are the company’s net
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worth, size, profitability, historical default record, and transparency in financial reporting.
Japan’s Special Credit Guarantee Programme (SCGP), for example, has rejected companies
with significant negative net worth, tax delinquency, default, outstanding loan, or a history
of dishonest financial behaviour. Greece’s Credit Guarantee Fund of Small and Very Small
Enterprises (TEMPME SA), meanwhile, considers only those profitable companies over
the past three years. Malaysia’s Working Capital Guarantee Scheme is only available for
companies majority-owned by Malaysians. In case of credit guarantee schemes of DCGF,
only credit facilities sanctioned by BFIs are eligible for guarantee. There is limit for the
guarantee amount and the compensation has been fixed upto 70 to 80 percent of guarantee
amount.

e Use of Guarantee
The use of a guarantee fund is another vital element of the public guarantee fund. Malaysia’s
SME Assistance Guarantee Scheme allows guaranteed loans to be used for working capital,
project financing, or capital expenditure, not refinancing existing credit facilities. The UK’s
EFG scheme allowed for the conversion of overdraft into a loan. In Nepal, the credit facilities
advanced by BFIs for the promotion of service sectors and industries shall be guaranteed by
DCGF under SMEs credit guarantee scheme.

e Financial Regulation

Bank and Financial Institutions are required to set aside some amount of capital based on
the riskiness of the loans and they also have to set aside loan loss provision in case of loan
default. To incentivize the lenders, financial regulators reduced the capital requirement of
guaranteed loans. In Chile, the central bank temporarily reduced banks’ capital requirements
on loans guaranteed by the credit guarantee scheme. In Japan and lItaly, loans secured by
public guarantee funds were treated as zero-percent risk-weighted capital. In case of Nepal,
BFIs get concession of 75 percent on loan loss provision in case of loan default under CGSs
(Source: Nepal Rastra Bank).

Conclusion

SMEs sector is highly affected by the Covid-19 pandemic. The government around the world
have given high priority for the recovery and there is requirement of high capital for post covid
recovery and employment generation. In many developed and developing countries, the use of
financial instruments other than bank loan is generally increasing. Venture capital investment,
P2P (Peer-To-Peer) lending, equity crowdfunding are becoming more popular source of funding
for SMEs globally. The improvement in post covid business environment has created favourable
condition for the growth of SMEs. Credit Guarantee scheme has been launched effectively in
many countries in order to support bank financing. Similarly, policymakers have come up with
policies to increase access to finance for SMEs by allowing SMEs to offer different financial in-
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struments especially equity to public, developing SME development fund, SME administration
centre, introducing programmes to encourage entrepreneurship etc.

Nepal Government has tried to increase access to formal financial services for small business and
low-income households for more than last 60 years, however, despite government efforts, access to
formal financial services is not encouraging. Access to finance for firms has shown some progress,
but 40 percent of firms still report access to finance as a major constraint. Significant gaps exist for
small and medium-sized enterprises (SMES), startups, women, and rural businesses. These are firms
that contribute significantly to job creation but only 9 percent use banks to finance investments, com-
pared to 17 percent on average nationally. Access is limited by the relatively high cost (for financial
institutions) of personal screening and due diligence for typically modest loan amounts, and concerns
that borrowers might be accumulating many loans from multiple lenders, potentially resulting in
their over-indebtedness. A regulatory cap on the spread on interest rates that financial institutions, do-
mestic and international, can offer above their base rate further reduces the ability of credit providers
to accurately price in this risk, thereby limiting their ability to take the risk on or to provide long-term
financing (Nepal Systematic Country Diagnostic, World Bank Group, 2018).

Nepal has traditional way of financing SMEs securitized by land and building. Separate platform
for raising capital like that of other developed countries is lacking in capital market. Similarly,
debt market has not been developed to such extent that allows SMES to raise capital effective-
ly. In this context, bank financing is the major source of fund for accelerating SMEs in Nepal
and SMEs credit guarantee scheme plays vital role in promoting the access to finance in SMEs
sector. The legal and structural framework of credit guarantee is in place in Nepal. However, a
detailed study is required on analyzing how credit guarantee schemes work and their impact on
the market.

Credit guarantee schemes are an important tool for small companies to access commercial
capital. However, the success of the public credit guarantee scheme depends highly on its
design. The right mechanism and risk management process, as well as efficient administration,
can make the scheme financially sustainable and generate positive additionalities.
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Impact of Macroeconomic Variables on Stock Market
Index in Nepal

“Bhoj Raj Nyaupane
"*Suren Babu Kadel

Abstract

The study attempts to examine the impact of macroeconomic variables on stock market index
in Nepal. The specific aim is to identify the impact of sampled macroeconomic variables on
stock market index in Nepal. The historical data are used for the period of 25 years of time
starting from 1994 to 2018. The autoregressive distributed lag approach to co-integration is
used to identify the long-run as well as the short-run relationship between the variables. The
major findings are: there is positive correlation between the Stock market Index , real gross do-
mestic product, Stock market Index , broad money supply, Stock market Index and Exchange
Rate. However, there is the negative correlation between the broad money supply and Interest
Rate, broad money supply and Inflation rate. Moreover, there is evidence of cointegrating
relationship of stock market index, interest rate, inflation rate and the selected other variables
like stock market index , real gross domestic production, money supply, interest rate, inflation
rate, exchange rate. Conversely, there is no evidence of co-integrating relationship between real
gross domestic product and the selected other variables. The conclusion of the study is that the
existence of long run and short run relationship between the selected macroeconomic variables.

Keywords: ARDL, Cointegration, correlation, GDP, Stock market index

1. Introduction

Stock market has been recognized to have a prominent role in a country’s economic develop-
ment at the same time; stock market is also an indicator towards the development of the nation
in term of economics. Industries raise the long term fund from capital market and stock market
is platform for the finance. Further, stock market is place where investors can easily invest their
money. The stock market does not always move fundamentally in many developing countries
because country like Nepal does not have long history for stock market development, that de-
velopment too is attributed to political change like multiparty democracy. Since establishment
of Nepal Stock Exchange, both options of investment and market capitalization of stocks have
magnified hugely (Khil & Lee, 2000).

*Faculty, Economics, Butwal Kalika Campus, Butwal
**Faculty, Economics, Shanker Dev Campus, Tribhuvan University
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Nepalese market, commonly known as stock market index, itself has not been old enough to
be matured so it is often blamed that stock market index movement is in control of few major
investors. Some say that this volatility is purely due to demand and supply phenomenon stocks
and some indicate the role of macroeconomic variables on this. Further, investment decision
of share market investors is purely based on technical analysis because they do not have infor-
mation about the relationship between stock market and macroeconomic variables so that they
could perform fundamental analysis. So this study aims to address the impact of macroeconom-
ic variables on stock market index in Nepal and to investigate the impact of sampled macroeco-
nomic variables on stock market index in Nepal.

Kibria, et al., (2014), Haruna, Yazidu & Paul (2013) and Ahmet, (2012) found that the inflation,
exchange rate, money supply, gross domestic product per capita and gross domestic product
savings has positive significant impact stock index. However Gay & Nova (2016) found there
is no significant relationship between exchange rate and oil price on the stock market index
prices of either BRIC country. Similarly, Singh (2014) revealed positive association of BSE 100
index with money supply and negative association with interest rate and gold price while CNX
100 showed negative relationship with money supply, interest rate and gold price. In the same
token, Bellalah, Levyne & Masood (2013) found that in USA and China, long runs as well as
short run rates of interest, industrial production index and money supply were positively related
to stock exchange prices. In Japan long run interest was positive and highly significant but short
run interest was in less significant while money supply in long run was positive but in short run
it is negative with stock exchange prices. Similarly, Hassan & Sangmi (2013) also found that
Indian stock market is affected by macroeconomic variables but some variables affect positively
and some negatively.

Karki (2018), Devkota (2018) found that the performance of stock market was found to respond
positively to real GDP, inflation and money supply, and negatively to interest rate. Moreover,
Shrestha & Subedi (2014) found that the stock market index responds positively to inflation
and broad money growth, and negatively to treasury bills rate. Similarly, Shrestha (2019) found
that interest rate and wholesale price index were more explanatory power than exchange rate
and gold price for explaining variation in stock market index and it was the greater effect on
stock market index than exchange rate and gold price in Nepalese stock market. In the same
token, Thapa (2019) found that stock market responded significantly to changes in dividend and
interest rate in Nepal. Phuyal (2016) further found that there was Granger causality between
variables.
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In a summary, most of the studies focus on impact of selected macroeconomic variables to the
stock market index. Studies have been done all over the continent. Therefore the purpose of the
study is to assess the relationship between macroeconomic variables and stock market index of
Nepal using Autoregressive distributive lag model.

2. Methodology

The research design adopted in this study is casual research design. The study used 25 years of
time series data from 1994 to 2018. In the 1993, stock market index was established. However
data were available from the 1994; it is the rationale behind choosing the specific year. The data
were taken from the Nepal Rastra Bank quarterly Bulletin. The study is mainly concerned with
the selected macroeconomic variable and its impact to the Stock market Index in Nepal.

To analyze the relationship between selected macroeconomic variables and the Stock market
Index following equation is used as the consideration of study is that dependent variable stock
market index is the function of independent variables of real gross domestic production, money
supply, interest rate, inflation rate, and exchange rate. The simple economic model is as follows.
NI=B,,B,RGDP+B,MS+B.INTR+f,INTR+ B.INFR+ B, ER ... (1)

Model used by the Kibria et.al (2014)

Where,
NI =Stock Market Index,
RGDP = Real Gross Domestic Product,
MS = money supply
INTR = Interest Rate,
INFR = Inflation rate,
ER = Exchange Rate

3. Result and discussion

Individual time series data must be stationary before running regression analysis. Otherwise the
regression results will be spurious. Therefore, it is better to determine the order of integration
of the variables under the study. The unit root test is used for this purpose at level and first
difference. The unit root results showed that all variables are suffered unit root at level. The
test statistics clearly indicates that level form series are spurious from unit root. Thus, first
difference data are employed to unit root testing. The results show that the level forms of data
at first difference are completely unit root free and all series are integrated of orders one. Thus,
level forms of data at first difference are employed to empirical analysis, particularly empirical
models. The unit root results are reported below tablel.
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Table 1.

ADF Unit Root Method

variables levels variables  First difference
Intercept Intercept & Trend Intercept Intercept & Trend

LOGNI (1.400)(0.564)  (4.247)(0.017) D(NI) (4.837)(0.001)  (5.034)(0.004)
LOGRGDP (0.726)(0.821)  (4.583)(0.006) D(RGD) (6.402)(0.000)  (2.987)(0.158)
LOGMS (0.858)(0.993)  (2.506)(0.322) D(MS) (3.953)(0.006)  (3.926) (0.027)
LOGER (1.039)(0.721)  (1.868)( 0.639) D(ER) (4.816)(0.000)  (4.658)(0.006)
LORINTR (2.254)(0.193)  (3.767)(0.038) D(INTR) (4.756)(0.001)  (4.862)(0.003)
LOGFR (2.658)(0.958)  (2.587)(0.288) D(INFR)  (6.367)(0.000)  (6.229)(0.000)

Source: Researcher’s Own Calculation

Table 1 shows that ADF unit root method. In statistics and econometrics, an augmented Dickey—
Fuller test (ADF) tests the null hypothesis that a unit root is present in a time series sample. The
more negative it is, the stronger the rejection of the hypothesis that there is a unit roots at some
level of confidence.

ARDL Bound Test for Co-Integration

The unit root results representing all the series variables are stationary at first difference. Thus
researcher applies bounds testing approach to co-integration to test long run relationship between
the variables. The appropriate lag order of variables should be determined before proceeding to
the ARDL bounds to Cointegration.

Table 2

Statistics for selecting log order

Endo.

Variables Lag LogL LR EPE AIC SC HQ
0 27.88658 NA 0.008838 -1.903181 -1.606965 -1.828683

LOGNI 1 28.64598 1.056553 0.009093 -1.882259 -1.536674 -1.795345
2 3526999 8.640010* 0.005634* -2.371303* -1.976349* -2.271973*
0 86.13249* NA* 5.58e-05* -6.968043* -6.671827* 6.893545*

LOGRGDP 1  86.92437 1.101740 5.73e-05 -6.949945 -6.604360 -6.863031
2 8757806 0.852645 5.96e-05 -6.919832 -6.524877 -6.820502
0 62.62533 NA 0.000431 -4.923941 -4.627725 -4.849444

LOGMS 1 70.85378 11.44829 * 0.000232 * -5.552503 * -5.206918 * -5.465589*
2 7103992 0.242790 0.000251 -5.481732 -5.086778 -5.382402
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Endo.

Variables Lag LogL LR EPE AIC SC HQ

42.94680 NA 4,181667 4.256244 4552460 4.330741
-39.10011 5.351921* 3.289518* 4.008705* 4.354290* 4.095619*
-38.52180 0.754322 3.447955 4.045374  4.440328 -4.144703
-50.48199 NA™* 8.052186 * 4.911477 * 5.207693* 4.985975*
-49.55329 1.292108 8.163827 4.917677 5.263262 5.004591
-49.46036 0.121214 8.925930 4.996553 5.391507 -5.095883
51.28218 NA 0.001156 -3.937581 -3.641365 -3.863083
55.15921 5.394129* 0.000907 * -4.817757 * -3.842172* -4.100844 *
55.20252 0.056490 0.0009996 -4.104567 -3.709612 -4.005237

Source: Researcher’s Own Calculation
Table 2 shows that the statistics for selecting log order. On the basis of the lag values results
reported in the table implies that NI has two lag and RGDP and INFR has zero lag. Similarly,
MS, INTR and EX has one lag. The appropriateness of lag order avoids the spuriousness of
ARDL bounds testing approach to co integration results.

LOGINTR

LOGINFR

LOGEXR

N |IRP|IOIN|IP|IOIN]| - |O

Table 3
ARDL results for bound test for co-integration
Model Dependent  F-statistics  1(0) 1(2) Co-integration What Next?
Number variable
2 LOGNI 7.033231  2.62 3.79  Yes co-integration ECM
3 LOGRGDP 5.267556  2.62 3.79  Yesco-integration  ECM
4 LOGMS 1.900905  2.62 3.79  No, co-integration ~ ARDL
5 LOGINTR 4.629900 2.62 3.79  Yes co-integration ECM
6 LOGINF 5.153718  2.62 3.79  Yes co-integration ECM

7 LOGEXR 0.648768 2.62 3.79  No, co- integration  ARDL
Source: Researcher’s Own Calculation

Table 3 shows that ARDL result for bound test of co-integration. If the computed F-statistic
exceeds the upper critical bounds value, then the HO is rejected. If the F-statistic falls into the
bounds, then the test becomes inconclusive. Lastly, if the F-statistic is below the lower critical
bounds value; it implies no co- integration. The above table 3is the result of the Bound test of
co-integration when the F-statistics is below the lower bound value there is no co-integration
among the variables. Similarly, when the F-statistics is greater than the upper bound value there
is co-integration among the variables. In the analysis researcher found LOGMS and LOGEXR in
the model 4, and 7 have no co-integration. However, variables LOGNI, LOGRGDP, LOGINTR
and LOGINF in the model 2, 3, 5 and 6 have long run relationship among the variables. It is
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because F-Statistics is lower than the upper bound value in LOGMS and LOGEXR which helps
to accept the null hypothesis of no long run relationship. Moreover, in the LOGNI, LOGRGDP,
LOGINTR and LOGINF, the computed value of F-Statistics is greater than the upper bound
value of F-Static which helps us to reject the null hypothesis of no long run relationship.
Therefore, researcher concludes that there is long run relationship among LOGNI, LOGRGDP,
LOGINTR and LOGINF variables.

Long —Run Co-efficient Estimation of ARDL Model

Due to the existence of co-integration relationship of the models 2, 3, 5 and 6 researcher estimate
long- run relationship. In order to apply the co-integration, the first step is to determine the order
of integration of each variable under study. This is because of the fact that ARDL techniques
cannot be used if the order of integration of the variables is two or more. The unit root test
has been employed for this purpose both at the level and difference of the variables. The lag
length used for the test is determined using a model selection procedures based on the Schwarz
Information Criterion.

Table 4
Error Correction Representation of ARDL Model Dependent Variable: LOGNI
Regressor Coefficient t-statistics P-value
C -0.009954 -0.146495 0.8858
DLOG_NI(-1) 1.315446 3.051182 0.0093
DLOG_NI(-2) -0.634246 -2.327677 0.0367
DLOG_MS(-1) 0.411302 0.314049 0.7585
DLOG_IR(-1) -0.019410 -1.524467 0.1513
DLOG_INFR -0.016521 -1.969155 0.0706
DLOG_ER(-1) -1.389885 -1.231891 0.2398
ECM1(-1) -0.676387 -1.516010 0.1535

Source: Researcher’s Own Calculation

Table 4 shows that Error Correction Representation of ARDL Model Dependent variable LOGNI.
Where DLOG_NI (-1), DLOG_NI (-2), DLOG_MS (-1), DLOG_IR (-1), DLOG_INFR, DLOG_
ER (-1) are the short run coefficient. The result of ARDL bound test of co-integration showed
that there is evidence of co-integrating relationship of stock market index and the selected other
variables like stock market index, real gross domestic product, money supply, interest rate, inflation
rate, exchange rate . The lagged ECM term included in the Stock market Index is negative but
not statistically significant. ECM (-1) is the speed of adjustment. It is 67.63%. In other word the
speed of adjustment toward long-run equilibrium is 67.63percentages. Breusch-Godfrey Serial
Correlation signifies these is no serial correlation between the LOGNI and regresses.
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Table.5
Error Correction Representation of ARDL Model Dependent Variable: RGDP

Regressor Coefficient t-statistics P-value
C -3.03E-18 -1.001168 0.3365
DLOG_RGDP 1.000000 1.01E+16 0.0000
DLOG_NI(-1) -6.57E-18 -0.583464 0.5704
DLOG_NI(-2) 2.61E-18 0.258501 0.8004
DLOG_MS(-1) 7.20E-17 1.413724 0.1829
DLOG_IR(-1) -4.55E-19 -1.089795 0.2972
DLOG_INFR(-1) 1.48E-19 0.517206 0.6144
DLOG_ER(-1) -1.06E-16 -2.971497 0.0117
ECM2(-1) 1.053264 1.117697 0.2856

Source: Researcher’s Own Calculation
Table 5 shows that error correction representation of ARDL model dependent variable: RGDP.
The DLOG_RGDP, DLOG_NI (-1), DLOG_NI (-2), DLOG_MS (-1), DLOG_IR (-1), DLOG_
INFR (-1), DLOG_ER (-1), ECM2 (1) are the short run co-efficient. The result of ARDL bound
test of co-integration showed that there is evidence of co-integrating relationship of exchange
rate and the selected other variables like stock market index, Real gross domestic Production,
Money supply, Interest rate, Inflation rate. The lagged ECM2 (-1) term included in the real
gross domestic Production is positive and also not statistically significant. This conform lack of
evidence of long run causality between real gross domestic Production and stock market index
Money supply, Interest rate, Inflation rate and Exange rate. Breusch-Godfrey Serial Correlation
signifies these is no serial correlation between the ER and regresses.

Table 6
Error Correction Representation of ARDL Model Dependent Variable: LOGINTR
Regressor Coefficient t-statistics P-value
C -1.957143 -1.521541 0.1540
DLOG_IR(-1) 0.004923 0.017701 0.9862
DLOG_NI(-1) 2.595457 0.518495 0.6135
DLOG_NI(-2) 2.521440 0.573624 0.5768
DLOG_RGDP -13.18270 -0.288192 0.7781
DLOG_MS(-1) 44.97828 1.979867 0.0711
DLOG_INFR -0.295695 -1.890357 0.0831
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Regressor Coefficient t-statistics P-value
DLOG_ER(-1) -52.66333 -2.527945 0.0265

ECM3(-1) -0.787604 -2.195348 0.0485
Source: Researcher’s Own Calculation

Table 6 shows that error correction representation of ARDL model dependent variable:
LOGINTR. DLOG_IR (-1), DLOG_NI (-1), DLOG_NI (-2), DLOG_RGDP, DLOG_MS (-1),
DLOG_INFR, DLOG_ER (-1) are the short run co-efficient. The result of ARDL bound test of
co-integration showed that there is evidence of co-integrating relationship of interest rate and
the selected other variables like stock market index, Real gross domestic Production, Money
supply, Inflation rate, Exange Rate. The lagged ECM3 (-1) term included that the interest rate is
positive and also significant. This conform evidence of long run causality between interest rate
and Stock market Index gross domestic product, money supply, inflation rate, exchange rate.
Breusch-Godfrey Serial Correlation signifies these is no serial correlation between the Interest
Rate and regresses.

Table 7
Error Correction Representation of ARDL Model Dependent Variable: LOGINF
Regressor Coefficient t-statistics P-value
C -2.25E-15 -2.569370 0.0246
DLOG_INFR 1.000000 9.22E+15 0.0000
DLOG_NI(-1) -1.21E-15 -0.391034 0.7026
DLOG_NI(-2) -2.15E-15 -0.767876 0.4574
DLOG_RGDP 7.92E-14 2.486275 0.0286
DLOG_MS(-1) 1.72E-14 1.147088 0.2737
DLOG_IR(-1) 2.08E-16 1.468928 0.1676
DLOG_ER(-1) -5.22E-16 -0.039877 0.9688
ECM4(-1) -1.479981 -2.690445 0.0197

Source: Researcher’s Own Calculation
Table7 shows that error correction representation of ARDL model dependent variable: LOGINF.
The DLOG_INFR, DLOG_NI (-1), DLOG_NI (-2), DLOG_RGDP,DLOG_MS (-1), DLOG_IR(-
1), DLOG_ER(-1) are the short run co-efficient. The result of ARDL bound test of co-integration
showed that there is evidence of co-integrating relationship of Inflation rate and the selected other
variables like stock market index , Real gross domestic Production, Money supply, interest rate,
Exange Rate. The lagged ECM4 (-1) term included that the Inflation rate is positive and also
significant. This conform evidence of long run causality between inflation rate and stock market
index gross domestic product, money supply, interest rate, exchange rate. Breusch-Godfrey Serial
Correlation signifies these is no serial correlation between the Interest Rate and regresses.

143 | feréia qer @it gRemr B |



Stability and Normality Test for the Selected Variables in the Long Run

In the final stage of ARDL model the stability of the long-run coefficients is examined by
plotting in graphical representation of CUSUM test shown in figure 2, 4, 6&8for long run OLS
model. Similarly, ARDL model the stability of the long-run coefficients is examined by plotting
in graphical representation of CUSUM square are shown in figure3, 5, 7 &9 for the long run
OLS model. The graphical presentation of CUSUM and CUSUM of Squares test is presented
below. The normality tests are supplementary to the graphical assessment of normality. One of
the tests for the assessment of normality is Jarque-Bera test.

Figure 2: Cumulative Sum of Recursive Figure 3 : Cumulative sum of Squares
Residual (LOGNI) Recursive Residual (LOGNI)
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Figure 4 : Cumulative Sum of Recursive Figure 5: Cumulative Sum of Squares
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Figure 6 : Cumulative Sum of Recursive
Residuals (LOGINTR)
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Figure 8 : Cumulative Sum of Recursive
Residual (LOGINF)
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Figure 7 : Cumulative Sum of Squares
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The above figure 1,3,5,7 respectively shows the plot of the CUSUM statistics show stability
at 5% significant level .Similarly figure 2 & 6 respectively shows the plot of the CUSUMSQ
statistics shows the stability at 5% significant level in the model .However the plot CUSUMESQ
statistics for LOGRGDP and LOGINF in figure 4and 8 does not lie within the critical limit

implying the instability of the model.
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Figure 9 : Plot of LOGNI Figure 10 : Plot of LOGRGDP
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Figure 9, 10, 11 &12 show that residual of LOGNI, LOGRGDP, LOGINTR& LOGINFR are
normally distributed respectively. The null hypothesis is residuals are normally distributed
where as alternative hypothesis is residuals are not normally distributed. The probability of
Jarque-Bera test is greater than 5% that is 66%, 78%, 7.2%& 66%.respectively. That is why we
accept the null hypothesis. Thus residual of the LOGNI, LOGRGDP, LOGINTR and LOGINFR
are normally distributed.

4. Conclusion

There exists long run relationship between stock market index and selected macroeconomic
variables particularly inflation rate and interest rate. Similarly, there exists short run relationship
between stock market index and money supply and exchange rate.

The study analyzes trend of stock market in Nepal along with exploration of macroeconomics
determinants of stock market prices and role of macroeconomics variables in stock market of
Nepal with the help of secondary data analysis. The stock market prices seem to fluctuate over
the study period. There exists long run relationship between the variables. Stock market index,
and inflation rate has the long run relation with the significant coefficient. Money supply and
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exchange rate have the short run relationship. Real gross domestic production and inflation
rate are not significant. In the analysis the coefficients of money supply and exchange rate are
significant in the short run. The study also confined that the stock market index and real gross
domestic product and inflation has the positive relationship. Thus, we inferred that broad money
supply, exchange rate, gross domestic production and inflation are the determinant factor of the
stock market index in Nepal. Moreover the speed of adjustment toward long-run equilibrium of
interest rate is 78.76 percentages.

The study concluded that there exists long run relationship between the variables. Stock market
index, and inflation rate has the long run relation with the significant coefficient. Money supply
and exchange rate have the short run relationship. Real gross domestic production and inflation
rate are not significant. In the analysis the coefficients of money supply and exchange rate are
significant in the short run. The study also confined that the stock market index and real gross
domestic product and inflation has the positive relationship.

The Nepalese stock market is still in its initial phase. There is no long history of stock market
in Nepal. Many practices, strategies and policies have to be done in this sector. The study
addressed macroeconomic determinants of stock market price in Nepal .The result suggests
that the fluctuation of stock market prices in long run is strongly related to broad money supply,
interest rate, inflation and exchange rate.

This research can be significant and beneficial to different stakeholders in many ways.
Investors can take this research to analyze and predict the stock market movement on the basis
of macroeconomic indicators. This will help them to take rational decision and build better
portfolios. Policymakers can use this research for the basis of revise current policies, making
future policies. Policy makers will make right rules regulations to promote welfare of investors.
Academician and other readers can take this for understanding the impact of macroeconomic
variables in stock market in Nepal. Researcher can take this as reference for their research
regarding related topics.

Itis clear that interest rate is the determining variable of the stock market in Nepal. The direction
of movement to stock market prices with interest rate is opposite. The interest rate holds same
movement in same direction in short run as well long run. Low interest rate makes stocks
more attractive because of low cost of credit and low opportunity cost foregone by holding
bank deposits. The GDP, money supply and exchange rate can positively define in short
run while only money supply holds positive relationship in long run. An increase in money
supply causes stock market prices to increase. This suggests that an increase in money supply
leads to economic expansion through increased cash flows and stock prices would benefit by
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expansionary monetary policy. Hence, money supply has significant impact on stock market
in Nepal. Therefore, in conclusion, Nepalese stock market is highly determined by macro-
economic variables in long run. It is confirmed that broad money supply, interest rate, inflation
and exchange rate can explain the stock market price in Nepal. Policy makers should take into
consideration of various macro-economic indicators while formulating economic as well as
financial policies

REFERENCES
Afzal, N., & Hossain, S.S. (2011).An empirical analysis of the relationship between macroeconomic variables and
stock prices in Bangladesh. The Bangladesh Development Studies, 34 (4), 95-105.
Ahmad, Z., Hosseini S.M and Lai, Y.W. (2011). The Role of Macroeconomic Variables on Stock Market Index in
China and India, International Journal of Business and Finance, Vol. 3, No. 6, PP 233-243
Ahmet, O. (2012). The Relationship Between Maroeconnomic Variables and ISE Industry Index. International
Journal of Economics and Financial Issues., 2 (2), pp 184-189.
Bahloul, S., Mroua, M., & Naifar, N. (2017). The impact of macroeconomic and conventional stock market variables
on Islamic index returns under regime switching. Borsa Istanbul Review, 17 (1), 62-74.
Bellalah, M. Levyne, O., & Masood, O. (2013). Impact of macroeconomic factors on stock exchange prices: Evidence
form USA, Japan and China. Thema working paper, University of Cergy-pontoise, France.
Panta, B. (2020). Macroeconomic Determinants of Stock Market Prices in Nepal. Quest Journal of Management and
Social Sciences, 2(1), 64-79.
Bouoiyour, J., & Selmi, R. (2018). Heterogeneous responses to China and oil Shocks: The G7 stock markets. Journal
of Economic Integration 33(3), 488-513.
Buyuksalvarci, A. (2010). The effects of macroeconomics variables on stock returns: evidence from Turkey. European
Journal of Social Sciences, 14(3), pp 404-416.
Choo C., Lee N. & Ung N. (2011). Macroeconimocs uncertainty and performance of GARCH models in forecasting
Japan stock market volatility. International Journal of Business and Social Science. 2(1), pp 200-208.

Dangol, J. (2010). Testing random-walk behavior in Nepalese stock market. PYC Nepal Journal of Management, 3(1),
28-36.

Devkota, M.L., & Panta, H. (2018). An inquiry into the effect of the interest rate, gold price, and the exchange rate on
stock exchange index: Evidence from Nepal, Dynamic Econometric Models, 18(1), 49-65.

Devkota, M.L., (2018). The dynamic causality between stock prices and macroeconomic variables: Evidence from
Nepal. Annals of the constantan Brancusi University of tragus jiu economy series, 1(6), 1-14.

Dhaoui, A. Goutte, S., & Guesmi, K. (2018). The asymmetric responses of stock markets. Journal of Economic
Integration, 33(1), 1096-1140.

Engle, R.F., Ghysels, E., & Sohn, B. (2013). Stock market volatility and macroeconomic fundamentals. The Review of
Economics and Statistics, 95(3), 776-797.

Flannery, M. J., & Protopapadakis. A.A. (2002). Macroeconomic Factors Do Influence Aggregate stock Returns. The
Review of Financial Studies, 15 (3), 51-782.

Gay, D.R., & Nova. S. (2018). Effect of macroeconomic variables on stock market returns for four emerging economies:
Brazil, Russia, India, and China, International Business & Economics Research Journal — 15(2).

Giri, A.K., & Joshi, P. (2017). The impact of macroeconomic indicators on Indian stock Prices: An empirical analysis,
Studies in Business and Economics, 12(1), 61-78.

Gurloveleen, K., & Bhatia, B.S., (2015). An impact of macroeconomic variables on the functioning of Indian stock
market: A study of manufacturing firms of BSE 500. J Stock Forex Trad 5 160.

Haruna, 1. Yazidu, U., & Paul, B. D., (2013). Macroeconomic variables and stock market returns in Ghana: Any causal
link? Asian economic and financial review, 3(8), 1044-1062.

Hassan, M.M., & Sangmi, M. (2013). Macroeconomic Variables on stock market Interactions: the Indian Experience,
ISOR Journal of Business and Management, 11(3), 15-28.

Hsing, Y. (2011). Impacts of macroeconomic variables on the stock market in Bulgaria and policy implications. East-
west Journal of Economics and Business, 15(2), 41-53.

|“>3 EC! | 9%



Ibrahim, M.H. (2002).Volatility interactions between stock returns and macroeconomic variables: Malaysian
evidence. Savings and Development, 26 (2), 183-195.

Karki, D. (2018). Stock market responses to macroeconomic dynamics: Testing for long-run equilibrium in Nepal,
Pravaha A Journal of Management, 64-82.

Kibria, U., Mehmood, Y., Kamran, M., Arshad, M. U., Perveen, R., & Sajid, M., (2014). The impact of macroeconomic
variables on stock market returns: A case of Pakistan. Research journal of management sciences, 3 (8), 1-7.

Khil, J., & Lee, B.-S. (2000). Are common stocks a good hedge against inflation? Evidence from the Pacific-rim
countries. Pacific-Basin Finance Journal, 8(3-4), 457-482.

Megaravalli, A.V., & Sampagnaro G. (2018). Macroeconomic indicators and their impact on stock markets in Asian 3:
A pooled mean group approach, Cogent Economics & Finance, (6), 11-14.

Singh, T., Mehta, S. and Varsha M. S,(2011) Macroeconomic factors and stock returns: Evidence from Taiwan. Journal
of Economics and International Finance 2(4), 217-227

Naik, P.K. and Padhi, P. (2012). Macroeconomic Fundamentals on Stock Prices Revisited: Evidence from Indian Data,
Eurasian Journal of Business and Economics, \ol. 5, No. 10, 25-44

Naik, P.K. and Padhi, P. (2012). Macroeconomic Fundamentals on Stock Prices Revisited: Evidence from Indian Data,
Eurasian Journal of Business and Economics, Vol. 5, No. 10, 25-44

Olayeni, O. R., & Olofin O. P., (2015). Spillover from oil market to stock market in Nigeria: Evidence from granger
causality in risk, The Journal of Developing Areas, 49 (3), 81-101.

Panta, B. (2020) Macroeconomics Determinants of Stock Market prices of Nepal. Quest Journal of management and
Social Science, 2(1), 64-79.

Phuyal, N. (2016). Can macroeconomic variables explain long term stock market m ovements? A study of Nepali
capital market, Journal of Business and Management Research, 1(1), 26-38.

Quadir, M. M. (2012). The Effect of macroeconomic variables on stock returns on Dhaka Stock . International Journal
of Economics and Financial Issues,2(4), pp 480-487.

Rafay, A., Naz, Z., & Rubab, S. (2014). Causal relationship between macroeconomic variables: Evidence from
developing economy. Journal of Contemporary Issues in Business Research, 3(2), 88-99.

Rashid, A. (2008). Macroeconomic variables and stock market performance: Testing for dynamic linkages with a
known structural break. Savings and Development, 32(1), 77-102.

Rosylin, M. Y., & Shabri, A. M.M., (2007). Macroeconomic variables and stock returns in Malaysia: An application of
the ARDL bound testing approach. Savings and Development, 31(4), 449-469.

Rufus, A. O. (2007). The relationship between stock prices and macroeconomic factors in Thenigerian stock market.
African Review of Money Finance and Banking, 79-98.

Samadi, S., Bayani, O., & Ghalandari, M. (2012). The relationship between macro-economic variables and stock
returns in the Tehran stock exchange.International Journal of Academic Research in Business and Social
Sciences,2(6), 559-573.

Shrestha, P.K., & Subedi, B.R. (2014). Empirical examination of determinants of stock index in Nepal. NRB Working
Paper No. 24. October 2014. Nepal Rastra Bank.

Shrestha, P.M. (2019). Effect of macroeconomic variables on stock market Index: With reference to Nepal stock
exchange. SEBON Journal, 7(1), 95-107.

Singh, P. (2014). An empirical relationship between selected Indian stock market indices and macroeconomic indicators,

International Journal of Research inBusiness Management, 2(9), 81-92.

Singh, T., Mehta, S., & Varsha, M. S. (2010). Macroeconomic factors and stock returns: Evidence from Taiwan. ,
Journal of economics and international finance, 2(4), 217-227.

Steger, D. (2017). Macroeconomic conditions and private equity fund returns a Swiss perspective. The Journal of
Private Equity, 21(1), 20-30.

Thapa, K.B. (2019). Influencing factors of stock price in Nepal. NCC journal, 4(1),

113-120.

Tripathy, N. (2011), Causal Relationship between Macro-Economic Indicators and Stock Market in India, Asian
Journal of Finance & Accounting, Vol. 3, No. 1:E13, 208-226

Ullah, G, M., Islam W.A., Alam M. S., & Khan, M. K., (2017). Effect of macroeconomic variables on stock market
performance of SAARC Countries. Asian Economic and Financial Review, 7(8), 770-779

9%z | feréia qer @it gRemr B |



Some Bubble Stories in Global Financial Markets

- "Rewat Shrestha
1. Introduction

According to Investopedia, A bubble is an economic cycle that is characterized by the rapid
escalation of market value, particularly in the price of assets. This fast inflation is followed by a
quick decrease in value, or a contraction, that is sometimes referred to as a "crash™ or a "bubble
burst.” The research of American economist Hyman P. Minsky helps to explain the development
of financial instability and provides one
explanation of the characteristics of financial
crises. Through his research, Minsky identified
five stages in a typical credit cycle. While his
theories went largely under-the-radar for many
decades, the subprime mortgage crisis of 2008
renewed interest in his formulations, which also
help to explain some of the patterns of a bubble.

Displacement: This stage takes place when
investors start to notice a new paradigm, like a new product or technology, or historically low
interest rates. This can be basically anything that gets their attention.

Boom: Prices start to rise. Then, they get even more momentum as more investors enter the
market. This sets up the stage for the boom. There is an overall sense of failing to jump in,
causing even more people to start buying assets.

Euphoria: When euphoria hits and asset prices skyrocket, it could be said that caution on the
part of investors is mostly thrown out the window.

Profit-Taking: Figuring out when the bubble will burst isn’t easy; once a bubble has burst, it
will not inflate again. But anyone who can identify the early warning signs will make money by
selling off positions.

Panic: Asset prices change course and drop (sometimes as rapidly as they rose). Investors want
to liquidate them at any price. Asset prices decline as supply outshines demand.

2. Some Bubble Stories
Given that the history of long-ago bubbles is well covered by many detailed accounts, there is
no need to cover the same ground in depth. Various high and low points in the colorful history

*Acting Director, SEBON
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of Wall Street are also reviewed. The following five bubbles were significant financial events at
that time of their occurrence.

South Sea Bubbles and Newton’s Tragedy: South Sea bubbles is considered as a first bubble
of the financial world. ‘The South Sea Company’ was founded in 1711 by an Act of Parliament.
It was a public and private partnership that was designed as a way of consolidating, controlling
and reducing the national debt and to help Britain increase its trade and profits in the Americas.
To enable it to do this, in 1713 it was granted a trading monopoly in the region. Holders of
British government securities were forced to exchange their low-risk bonds for shares in the
new company, which was promoted with the tales of great silver and gold mine assets in South
America. In 1720, parliament

allowed the South Sea Company

to take over the national Debt.

The company purchased the

£32 million national debt at the

cost of £7.5 million. The

purchase also came with

assurances that interest on the

debt would be kept low. The

idea was the company would

use the money generated by the ever-increasing stock sales to pay the interest on the debt.
Stocks sold well and in turn generated higher and higher interest, pushing up the price and
demand for stocks. By August 1720 the stock price hit an eye-watering £1000. It was a self-
perpetuating cycle, but as such, lacked any meaningful fundamentals. The trade had never
materialized, and in turn the company was just trading itself against the debt that it had bought.
Then in September of 1720, some would say an inevitable disaster struck. The bubble burst.
Stocks plummeted, down to a paltry £124 by December, losing 80% of their value at their
height. Investors were ruined, people lost thousands, there was a marked increase in suicides
and there was widespread anger and discontent in the streets of London with the public
demanding an explanation. However, even Newton himself couldn’t explain the ‘mania’ or
‘hysteria’ that had overcome the populous.

Mississippi Bubble: France too had a bubble at around the same time, with the England. French
version loosely connected by a Scottish gambler named John Law. As directed by Law, the
supply of paper notes issued by the French Regency began to soar, ad soon some of that began
to be used for speculation, especially in the shares of Mississippi enterprise. Share prices of
the company doubled several times as reports of huge gold deposits. On the basis of declared
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dividend of 40%, hype and false promises, and a vastly expanded money supply, the share price
had climbed forty-fold from the level of three years earlier in 1720. It soon became evident that
earnings could not possibly be large enough to sustain a dividend of such size, especially in the
face of sporadic reports and rumors that the Mississippi enterprise was experiencing operating
difficulties and incurring heavy losses. In an attempt to stave off the impending collapse, Law
printed more currency and placed restrictions on the amounts of gold and silver that citizens
could legally possess. But rising demand for precious metals continued and was accompanied by
emergence of a thriving black market and smuggling operations; the price of the shares tumbled
a high of 20,000 livres in Jan 1720 to 5,000 livres five months later. The crowds of speculators
began to hate Law with a vengeance, subjecting him to insult, ridicule and life threating attack,
but never blaming themselves. By the end of that year, not only the Mississippi company but
also the whole French economy had collapsed. In effect, both the South Sea and Mississippi
episodes were driven by attempts in Britain and France to consolidate the huge national debts
that had accumulated during War.

Japan’s Real State and Stock Market Bubble: The Japanese economy began to overheat
in the mid-1980s. Japan became the chief consumer products exporter to the world. Japanese
stock market capitalization as a percentage of GDP far outpaced economic growth, soaring from
around 40% in 1975 to 150% at the end of 1980s. the Nikkei 225 index tripled and it had a value
of $4 trillion, which was about 44 percent of the world’s equity market capitalization. Fueled
by easy money and credit availability that was linked to and export encouraging dollar support
strategy, ordinary citizens using margin piled into stocks. Inflation was also seen in Japanese
and Tokyo real estate prices. By late 1991, the total land value in Japan was estimated at nearly
$20 trillion, which was more than 20 percent of the world’s wealth. Japanese land was then
valued at about five times that of the United States. The situation ended with a contraction of
credit availability. As credit contracted, aggressive stock market speculators, who had bought
heavily on margin, were ruined. The Nikkei 225 at the Tokyo Stock Exchange plunged from
a height of 38,915 at the end of December 1989 to 14,309 at the end of August 1992. By 11
March 2003, it plunged to the post-bubble low of 7,862. Commercial, residential and industrial
land prices dropped 15.2%, 17.9%, and 13.1%, respectively. Such burst seemed to exert a strong
impact on the overall Japanese economy.

Dot Cum Bubble: Dot come bubble, also known as tech bubble or internet bubble, was a stock
market bubble in the late 1990s where the US was in the period of massive growth in the use
and adoption of the Internet. Low interest rates in 1998-99 facilitated an increase in start-up
companies. Although a number of these new entrepreneurs had realistic plans and administrative
ability, most of them lacked these characteristics but were able to sell their ideas to investors
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because of the novelty of the dot-com concept. At that time, the increasing popularity of the
Internet triggered a massive wave of speculation in new economy. As a result, hundreds of dot-
com companies achieved multi-billions

dollar valuations as soon as they went

public. The NASDAQ Composite Index,

home to most of these technology/dot-

com company stocks, soared from a level

of about 750 at the beginning of 1990 to

a peak of over 5,000 in March 2000. The

index crashed shortly thereafter, plunging

78% by October 2002 and triggering a

U.S. recession.

The US Housing Bubble: According the report of US Bureau of Labor Statistics, while U.S.
house prices nearly doubled from 1996 to 2006, two-thirds of that increase occurred from 2002
to 2006. Some experts believe that the bursting of the NASDAQ dot-com bubble led U.S.
investors to pile into real estate due to the mistaken belief that real estate is a safer asset class.
Due the securitization and insurance package, The U.S. housing boom and bust, and the ripple
effects it had on mortgage-backed securities. That resulted in a global economic contraction

considered as the biggest recession since the 1930s Depression.

3. Conclusion

All bubbles have many common elements, with rapidly rising money supply and falling saving
rates being primary correlates. Some bubbles are based on extensive frauds that don’t leave
behind much capital and knowledge development in their residues that might provide a basis
for real future economic growth. What are bubbles seem to have in common is high expectation
for continuing rapid price rises, over valuation compared to historical averages, new elements,
new investor and entrepreneurs draw in, considerable media interest, relaxed monetary policy
etc. Investors should be smart on their investment. A smart investor conducts research before
investing and understands the risk associated with his/her investments. A smart investors plan
and invest according to their future needs and goals. Bubble and bust may arises at any time or
place in the world. Investment should be resilient and investors should be smart to tackle the
risk of bubble and bust.
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Life Insurance, Nepalese Perspective

“Manoj Kumar Bhattarai

Introduction

Life insurance is a contractual arrangement based on theory of risk transfer, risk pooling and
probability theory, where a large number of people (policyholders) pay some money (premium)
to the Insurer (the insurance company), to assume the risk associated with the Policy, as per the
contract. Hence, individual risk is transferred to the Insurer and probability of occurring or none
occurring of certain known adverse event helps insurance company to make the pool larger and
manages the fund sufficient to meet all possible liabilities so aroused out of the Contract.

Buying a life insurance plan

Alife insurance plan can be bought from an Insurer (Insurance Company) or financial institution
having provision of bancassurance with the life insurance company. Life insurance agents either
individual or Institutional supportin selling life insurance plans. If one decides to buy an insurance
plan with the help of an agent he/she must be satisfied with the agent’s reputation and credibility
of the company for which the agent is selling the plans. When one buys a life insurance plan,
there is a contract between the insured (policy holder) and insurer (the insurance company).
Life insurance contract expects presence of insurable interest of the applicant/proposer. Once
the Proposal submitted by the applicant/proposer is accepted by the Insurer on the basis of the
documentary evidences with presence of insurable interest, Insurer issues an insurance policy
and the Insured is known as policy holder The policy holder agrees to pay a premium for a
period of time and, in return, the insurance company will pay the nominee a sum of money upon
demise of the policy holder within the policy tenure. In the event policy holder suffers total and
permanent disability or loss arising from any other specified situation, the company will pay the
compensation. In the case of total and permanent disability, the compensation is usually paid
in installments. One must always read every point of the contract in detail and understand the
limits or exclusion clauses.

Reasons to buy life insurance policy
Life insurance is a combined tool of Social security, Social high head, force saving, financial
guarantee and future income source. Nevertheless, there could be number of reasons to buy a
life insurance policy:
* To ensure immediate family members are able to maintain their standard of living upon
demise of bread earner (policy holder).
*Director, Centre for Innovative Governance Practices (CIGP)
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» To ensure children to keep continue their education upon untimely demise of policy holder.

» To ensure financial compensation to ease daily life of bereaved family of policy holder.

* A saving plan for the future so that when one retires or will not have alternate source of
income, he/she has a constant source of income.

» To ensure smooth income when earnings are reduced due to a serious illness or accident.

» To save income tax and use saved tax on saving for future income.

Whatever the reason, an insurance policy holder needs to be very careful while choosing the best

plan that suit his/her needs. Always take time to discuss in detail with the insurance company

or the agent about the policy that the company offers and that one is thinking of buying. The

aspirant has to complete application form, medical form and other personal information with

personal and medical details, health status of self and parents and other family members, the

type of policy, the sum assured (amount of coverage), period of policy, mode of premium

payment etc.

Income tax relief

Alife insurance policy holder also gets privilege to claim tax relief on the premiums paid, subject
to certain terms and conditions. At present the limit of tax exemption benefit is Rs.40,000 per
year. The relief gives some relaxation and it encourages every individual to buy life insurance.

Selection of plan

One must choose the type of plan that best suits his/her personal circumstances. A term insurance
is most suitable, if one is young and wish to make sure his/her spouse and children will be taken
care of in case of sudden death. If one is older and has a more established family, the fixed
premium type and that build up cash value is more appropriate. One should understand the
scope of cover provided under the plan, the various terms and conditions and the cost of the
insurance cover.

The types of Life Insurance :

 Term insurance — This offers insurance protection for a limited period. The sum assured will
be paid only if the policy holder dies or suffer total and permanent disability during the term
of the policy.

* Endowment insurance — This combines protection and savings. The sum assured will be paid
to the nominee upon demise of the policy holder within policy term. If the policy holder
survives till the policy maturity the sum assured will be paid. The premium rates normally
depend on the age of the borrower.

e Whole life insurance — This offers insurance protection for whole life of the policy holder.
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The policy holder has to pay premiums till the end of premium payment term, where as the
risk is covered for the whole life. The sum assured will be paid to the nominee only on death
of the policy holder. The premium rates normally depend on the age of the borrower.

¢ Investment-linked — In this type of plan the premium paid by the policy holder is used to
buy various financial and capital market tools. There will be life insurance protection and
investment in units in fund managed by the life insurance company. The value of policy is
based on the investment performance of the managed fund. The sum assured paid to the
policy holder or the nominee will depend on the price of the units at the time of death of
policy holder or on the date of maturity of the policy. The premium rates normally depend on
the age of the borrower.

* Mortgage Redemptions — When applying for a loan to purchase property, the financial
institution and or the borrower may wish to consider insurance protection against the
unforeseen events. The insurance cover, normally known as MR policy, will cover the
repayment of the outstanding loan to the financial institution in the event of the untimely
death, disability or critical illness of the borrower/insurer. In the event of such contingencies,
the insurance company pays the financial institution the outstanding amount of the loan and
in return, the financial institution releases the ownership of the property to the owner or his
beneficiaries. The premium rates normally depend on the age of the borrower, the term of the
loan and the interest rate of the loan.

» Other plans — Life insurance companies cater various products having combination of term
plan, endowment plan and whole life plan. It also provides insurance plans for children,
elder people, physically impaired persons etc. Life insurance Companies also offer insurance
plans related with medical, health, gratuity, retirement benefit and pension etc.

* Riders — Insurance plans are designed in general in view to provide to all the segment of
the society. Where as a rider is a supplement attached to the basic insurance plan, it gives
policy holder flexibility to satisfy individual needs, such as cover against accident, disability,
premium waiver and medical treatment support. However, the policy holder has to pay
additional premiums for every added rider.

Disclosures in Life Insurance

Life insurance is contract between the insured (policy holder) and Insurer (The Insurance
Company), therefore, it is very important for a proposer to disclose every detail related to personal
information. insurance contract is based on utmost good faith among the insured and the insurer.

e One must give all the facts in application form fully and faithfully. If the proposal form is
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filled by other than the proposer, the proposer should read and understand the requirements
carefully before signing the form. Otherwise, the life insurance policy could be annulled.

Age — Insurance premium is decided based on age, therefore age is the vital data required
for buying an insurance plan. One has to state his/her age correctly in application form. A
legitimate proof of age is also required to submit to the insurance company.

Premium — This is the money paid to the life insurance company for risk coverage. One can
choose the mode of premium payment— once a year (annually), every six months (semi-
annually), every three months (quarterly) or other options available on the plan.
Participating or non-participating policy — A participating policy is one when the company
shares the profit to the policy holder, this share of profit is called bonus in insurance language.
A non-participating policy will not have provision of sharing profit. The premium for a
participating policy shall be higher than a non-participating policy.

Bonus — This is the extra amount paid with the sum assured for participating policies, the
amount is paid in consideration of every 1,000-rupee sum assured under participating policy.
The bonus amount is dependent on the marketing expenses, , volume of new business,
contribution of premium collection on life fund, economic environment of the country,
returns on investments, bonus earning capacity of the policy, operating expenses of the
company etc.

Policy Services

Cash/surrender value — When a life insurance policy has been in force for a number of years
(normally a minimum of three years), it acquires a cash value (also known as a surrender
value). This is the cash amount a life insurance company will pay when a policy is canceled
before maturity. If a policy is surrendered before the maturity period the policy holder has to
bear loss of discounting.

Paid up policy/ policy surrender — When a life insurance policy has been in force normally
for two years or more and policy holder want to discontinue the policy in such case the policy
holder may put the policy in paid up status or surrender and can obtain the surrender value
immediately or paid-up value in maturity. However, the surrendered or paid-up policy does
not cover any risk in such policy.

Policy loan — One of the important benefits of life insurance policy is liquidity. This liquidity
is obtainable through policy loan. A policy loan is granted to the policy holder as long as the
policy has a cash value (Surrender value). The company charges interest on such loan. One
can choose any option to repay the loan and the interest — as a lump sum or in installments
or not at all. Upon the maturity of the policy or death of the policy holder any unpaid portion
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of the loan taken, including the interest, will be deducted from the payment proceeds.

* Policy forfeit — Once a policy loan is availed to the policy holder, the policy holder has to
repay the loan and the interest if the loan and interest not paid at all and the principal and
interest grow bigger than cash value (surrender value) of the policy, the company shall forfeit
the policy and a forfeited policy will not cover any risk.

» Lapse policy — The policy holder needs to pay premium on timely basis to keep continue the
policy in force, if premium is not within the period prescribed the policy will be considered
as lapse policy.

* Reinstatement — When a life insurance policy lapses, one may revive or reinstate it to full
force within a period of five years and under certain conditions, such as declaration of state
of health at the time of reinstatement. However, the policy must have been in force status for
two years or more before the lapse.

» Confidentiality of information — All personal information, including medical, financial
information of the policy holder shall be kept confidential and life insurance company strictly
doesn’t divulge such information to anyone except the regulator and as ordered by the court.

These days with quite a large number of insurance companies in the market are alluring the
policy holders with various offers to cancel or replace the old policy with new plan or with
new companies. Such an unhealthy practice somehow is creating a situation of confusion to the
policy holders. However, such a practice is not favorable to anyone either policy holder or the
company.

It is not in the best interest to replace a policy because:

¢ One has to pay a higher premium since the age is more than before.

 Cash value build up slowly, as new premium must pay for the initial cost of writing the life
insurance policy a second time.

e The 2-year period of contestability will begin again. Similarly, the suicide clause also allows
for the policy to start afresh.

» The existing policy may have more favorable provisions than the new policy in areas such as
settlement options and disability benefits.

» The present life insurance company can often make the changes you want at a lower cost.

Situation when risk is not covered in a policy and life insurance company may refute

paying compensation:

» Lapse policies - if a policy is lapsed before acquiring cash value (Surrender value).

» Paid up policies - if a policy is in paid up status. Nevertheless, the paid up value so earned
shall be paid on maturity of the term.
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Fraudulent - If the company found sufficient proof that the policy was obtained through
fraud.

War - If the insured was involved in war or war like activities, whether declared or undeclared.

Suicide — If the insured was dead committing suicide within a period, usually two years from
the date of commencement of the policy.

« Traveling — If the insured died in air crash, while travelling in flights other than that of scheduled

passenger flight.

Some Important tips

Assign a nominee for a life insurance policy, make best decision whom to nominate. Make
sure the life insurance company has nominee’s address and that the company is informed of
any changes in that address. Let the nominee know about life insurance policy, any changes
that have been made to the policy and where about of life insurance documents.

Keep a note of the premium due dates. If premium is not paid when due, the life insurance
policy may lapse. Always insist on a receipt as proof of payment. This will help any
investigation if the agent fails to forward premium to the insurance company.

Review insurance needs regularly to ensure they are adequately covered by existing policies.

As the policy document is a legally binding document, it should be kept safely until the
policy matured and necessary proceedings of payment is completed.

Have the basic information such as the life insurance company, the type of plan, the policy
number and the names of nominees in a separate place.

When in doubt of anything relating to life insurance policy, ask responsible staff of the life
insurance company

Incontestability

The life insurance company cannot dispute the validity of a life policy after the policy has been
in force for two years or more. However, the company can rebuff the claim if the company
found sufficient proof that the policy was obtained through fraud or misrepresentation.
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Nepal’s Black Economy

“Dwaipayan Regmi

Background

Often understood as that part of country's economic activity that goes unrecorded as well as
untaxed by the government, black economy is also known by the name of underground economy
or shadow economy. It generally means that portion of economy that remains undocumented.

Black economy has not only been responsible for tax evasion, but there lies huge threat from
different aspects. The biggest fear it holds right now is in regard to terrorist financing. There are
trillions of dollars illegally deposited in Switzerland from across the globe. These illegal sources
of money have been a major headache for almost all countries these days. Schmeider (1999)
attempted to measure the size of the black/shadow economy in 76 developed and emerging
economies of the world

The data below extracted from World Bank revels the percentage of black economy out of total
economy.

Country Average

China 12.8
Singapore 13
India 22.3
Bangladesh 355
Nepal 36.6
Pakistan 36.8
Sri Lanka 43.7

So, be it nations like United Arab Emirates, or Nepal — they are equipped with proportion of
shadow fund in their economy in one way or the other. Although the data is of decade old,
the data still portrays present status because these type of data are not generally gathered or
accumulated through any means.

Time and again, there are illegal activities caught in Nepal - from drug trafficking, human
trafficking to recent uranium smuggling. In the report dated back of 2019, Rs 744.1 million
of the sum was earned as the interest itself from Swiss banks by Nepalese. The total amount

*Deputy Manager, Rastriya Banijya Bank Ltd.
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parked was Rs 35.8 billion. At the same time, there exists a large proportion of Hundi-based
transactions as well. The background gets pretty clear - where imports and exports are taking
from another side of the black economy in Nepal as well. A person, who used to walk in slippers
across forests drives the most expensive car in Nepal, lives in a luxurious house - the picture
should be further clarified. Sukanta Sarkar (2010) conducted a study on opined that the main
reason behind the generation of black money and tax evasion in India is the political system.
The Government here has more focused on making committees rather than implementing it. He
concluded that laws should be effective to control black money and tax evasion in the country.

The table below extracted from The Global Economy shows the proportion of black economy’s
contribution in GDP of Nepal. Although there are no such indicators with massive studies in
Nepal, this can be seen as the base about how black economy, or shadow economy is spreading
across Nepal through various dimensions.

2008 37.09
2009 38.02
2010 36.48
2011 35.7
2012 35.98
2013 33.46
2014 33.42
2015 30.22

Sources of Black Money in Nepal

Existence or presence of black market is the primary source of black money anywhere in the
world. So, if there exists black market for human trafficking, drugs trafficking or anything illegal
— it is certain that there prevails black economy in one way or the other.

There could be various causes of black money - form unrealistic tax laws, different rates over
excise duty, controlling policy, quota system, inflation, scarcity, elections and political funding
to real estate transactions. Sometimes, legitimate sources like agriculture based income which
often goes unrecorded also turns out to be part of shadow economy. Nepal does have some level
of impact within all the concepts there

Although there are no recent studies conducted to estimate the size of black economy in
Nepal, indications of its rampant prevalence and its sizeable effect on various fronts mostly the
economic one such as higher budgetary and fiscal deficit, increased cost of production among
others are apparently noticeable (Raut, Chalise & Thapa, 2016). It is no wonder that there are
various platforms from where these illegally earned money are made white - from investment in
jewelry, real estate to process followed over public procurement but what Nepal needs to picture
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out is how are this black money generated within the country. For developing economies like
Nepal, there are three major sources from where this black money is generated.

i. Corruption: Corruption is the main source of black money within Nepal. The report
published by Transparency International, where Nepal stood at 117th place in 2020, from
113th itself is proof of rising corruption-based activities in Nepal. After the decentralized
Government structure, every local level now has access to a greater range of budget -
which yields higher bases for corruption too. Corruption has reached local levels, at that
huge level that source of black money has been boosting up similarly — from elected
representatives to employees working there. Corruption that is being backed up by
political support is actually scary in the economy, because corruption turns out to be trend
and regular practice. These form of corruption has often been noticed from lower level to
top level, easily promoting shadow economy.

ii. Smuggling: The second important source that has been generating black money here is
smuggling — from drugs, gold, precious elements, precious statues, wild lives to human
beings. Nepal has been a hub for various smuggling bases for a long time. Animal’s skin,
bones are often being traded internationally. If not from Nepal, Nepal had been a route
before the time of Charles Sobhraj itself — which has been letting earn Nepal a large
sum of black money. Apart, timely reports stating smugglers being caught are proof to
indicate that smuggling case has been in existence for pretty long in Nepal. These shreds
of evidence do not only indicate the loopholes in Nepal but indicate how Nepal has been
receiving huge illegal funds too.

iii. Criminal Activities: The third source of black money across the globe is criminal activities.
Although noticeable there is no such big international crime that took place, except a
few like the hijacking of airplanes, there are domestic crimes that have been prevalent
in Nepal. Murder, rape, acid attack has been the pretty common case in Nepal. There
have been several dons, who have been encountered as well, and there remains another
bunch who are on the wanted list. Assured by political backup, criminal activities have
been taking place at their own pace and the culprit's punishments are not yet justified.
The victim of the Nirmala murder case has not yet been found. Murdering of politicians,
businessmen has been in practice within Nepal — which then acts as the next source for
black money earning within Nepal.

Apart from these, the cases of tax evasion and tax avoidance have next issue. A huge portion of
the Nepalese economy is still away from tax boundaries.

Issues in Nepalese context

It was on 15th February 2019 Raj Narayan Pathak, commissioner for the Investigation of Abuse
of Authority (CIAA) resigned because of the case of corruption. These types of cases barely get
highlighted, and there are lots of other news inside the story itself. So, despite being the poorest
country in the world with the smallest economy, it has been stated that Nepal has the highest
percentage of the underground economy in the world. A report by Medina and Schneider, of
2018 stated that the average proportion of Nepal's shadow economy was 37.5 percent of the
total economy. Arun Kumar, author of The Black Economy in India makes a specific argument
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stating that the shadow economy in India is almost half the size of India's official economy.
Now, as Nepal shares an open border with India - it certainly has a direct influence on Nepal's
economy as well.

The existence of black money is not unique to India. What makes it unique, however, is its size,
conservatively estimated to be about 50% of the recorded economy and thus significantly larger
than in other industrializing countries such as Brazil, S. Korea, Mexico and even China (Varma,
1998). That is true representation of case in Nepal too.

For developing nations like conversion of these illegally earned amounts into white would be
a piece of cake, they can simply make them white through investment in real estate, Initial
Public Offerings through the Hydropower sector or use the nonprofit organization to park funds
for the corrupts. They can invest in jewelry and can seek trade mispricing methods adopting
Trade-Based Money Laundering. Cash-based transactions like meter-based interest systems,
public procurement and the use of social organizations have been key areas in Nepal to wash
these black incomes in Nepal. Investment in share markets has been the next silent platform for
Nepalese players as well. Several empirical studies on the relationship between corruption and
growth, reported a negative overall effect of corruption on output growth (Bardhan, 1997), and
they have always been positive — indicating the direct relationship between them. This truly
implies in Nepalese context as well.

The problem that Nepal is undergoing is not about the generation of black money, because that
gets space everywhere - from the United States to India. But, the problem is not taking any
actions for controlling these activities. Barely, do we get to hear any news about such funds
being investigated? Time and again, people get caught with sourceless funds, and the news gets
space across the media; but the news stops there itself - because the investigation process would
not be followed up.

Today, large bunch of such illegal money, or earnings through illegal means are being invested in
tax heaven, and report has already presented the facts about the same. This could be troublesome
issue, and might be controlled. But, there are rooms for investment gradually opening — crypto
currency seems to be next space where such black money can be dumped, and Nepalese economy
will not even know.

Rays of Light to Shadow Economy

Often, cash is regarded to be main culprit within the circle of shadow economy. As this form of
transaction reduce registration of transactions, promoting tax avoidance. So, getting digital has
often been regarded to be important way of overcoming shadow economy. But, with introduction
of cryptocurrencies, getting digital probably is not the ultimate solution either.

There are efforts made for Money Laundering by Banks and Financial Institutions, but that only
deals with the money laundering process. A large sum of money does not enter the banking
channel itself. It is not that there are no policies for the same, there are policies from Income Tax
Act 2002, VAT Act 1995, Excise Act 2002 to Custom Act 2007; so there do exists policies - but
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all it lacks is in the implementation part.

Vijay Kumar Singh (2009) stated that controlling black money in India is a complicated task
only due to poor implementation of laws enhancing the sophisticated crime in the economy
and thus creating black money. The case is not any different in Nepalese context. As portrayed
in the Bollywood movie, Raid, there should have been some efforts to look over this black
earned money, because demonetization needed India’s time. Are all the properties earned by big
personnel in Nepal legitimate? Only, the effort made by banks is certainly not enough to look
over it. Some experts know how to smurf in banks too.

Suspicious Transactions Reporting (STR) that has been adopted seems to be real appreciable
move. But, this has to be promoted at wider scale and there should be proper training and
orientation to staffs of Banks and Financial Institutions for the same, so that they can actually
work safely with appropriate knowledge. Banking compliance should be made strict enough to
monitor such activities in properly designed manner.

Not unless strict monitoring is done over this illegitimate source of income; circulation of black
money and promotion of the black economy cannot be halted. Self-declaration of assets and
liabilities should be submitted to the Department of Money Laundering Investigation every year
- that should be tactfully checked; because their sole role counts in minimization of such illegal
money at a larger scale. It would be unwise to imagine Nepal with all the cleanliness, but it is
not wise to let Nepal fall victim to such dirt in a sustained manner either.

The step taken by regulatory body to promote remittance through legal channel — providing additional
interest than normal interest rate to them seems to be appreciable enough. That way, remittance can
be attracted through legitimate means, but that is not all. Still today, there are number of registered
agents in overseas nations — America, Australia, UK including Gulf nations, who are legal there, but
are termed “illegal’ in Nepal just because they bypass Nepal Rastra Bank. They should be brought
into the appropriate track too. If it is legal there, it has to be made legal here as well.

Conclusion

The problem of black money is not just about eating up the part of tax, increasing government's
deficit but there lies fear of other unexpected range of criminal activities happening too. Black
money is clear disturbance to the balance of trade, industry and commerce of the nation. There
would be fear of essential commaodities being hoarded and there will be healthy competition that
would be driven out of the market and honesty would be discouraged. Neither are these sum of
money part of GDP estimates, nor do they promote any economical activities as they promote
tax burden to citizens damaging business economy of the state. The global concern seems to be
about secrecy havens, jurisdictions that undermine global standards for corporate and financial
transparency. It has often been stated that in the globalized world, if there exists any pocket
of secrecy, funds will flow through that pocket itself and that is the reason why the system of
transparency has to go global.

It is no wonder that this form of shadow economy depresses the growth of GDP. This form
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of the economy might be beneficial for the public as helps to hide the amount of tax that has
to be paid, but the national revenue will have to suffer. It also leads to misdirection of the use
of natural resources - the timely killing of Rhino in Chitwan is a clear example of it. On the
existence of a black economy in any nation, it is sure that inflation will be on the rise. There will
be an increased proportion of inefficiency noticed with policy failures too. Inequality of income
will create disturbance in society thereby. Apart from threats related to terrorist financing, there
will be possibilities of improper infrastructure and social welfare schemes too. It can therefore
be said that though this form of economy might seem attractive to any individual, it's scary for
national economy.

So, there should be timely efforts for control of black money. What they did in India for
demonetization should be taken as lesson in Nepalese context. Today as well, even literate
ones prefer Hundi instead of remittance agents for transfer of funds. Problems related to Black
money is not troubling Nepal, but various countries abroad too. This is indeed a tough issue and
challenging issue that has to be sorted out at any time and any period. But, what would matter in
the long run is not just black economy of Nepal, but the fear about how Nepal could be sources
for operation of black income and earnings through any spaces here. Nepal should not be the
hub for black money management for criminal activities that happens in various region of the
world, and there should be properly designed practice formulated by collaborative efforts of all
the bodies — Government, Regulatory Bodies, Banks and Financial Institutions and Monitoring
bodies.
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Contribution of Tax Revenue to National GDP:
An Overview

“Dipendra Subedi

Introduction

Taxation is one of the important elements in managing national income, and has played an
important role in civilized societies since their birth thousands years ago (Lymer & Oats, 2009).
Simply, a tax is a mandatory fee or charge levied by government on an individual or organization
to collect revenue for government spending and other public expenditure and to boost economic
growth. Economist Plehn has defined tax as “Taxes are in general compulsory contribution of
wealth levied upon persons, natural or corporate, to defray the expenses incurred in conferring
a common benefit upon the residents of state.” Adam Smith in his book ‘The Wealth of Nations’
which was published in 1776 suggested that a tax system is based on certain basic principles,
namely equity, certainty, convenience and efficiency.

Broadly, taxes can be classified into two main types- direct and indirect taxes. Direct taxes are
directly paid by person on whom it is legally imposed. Direct taxes comprise of income tax,
wealth tax, gift tax, expenditure tax etc. Indirect taxes are imposed on one person but paid partly
or wholly by another person. Indirect taxes comprise of VAT, excise, custom duty etc.

Total tax revenue to GDP ratio indicates the share of a country's output that is collected by the
government through taxes and is considered as one measure of the degree to which the government
controls the economy's resources. The government should ensure adequate revenues to finance
its all expenditure. Hence tax GDP ratio should be at satisfactory level to meet government
expenditure. This article primarily discusses the current Nepalese tax structure system and its
contribution to National revenue in brief.

Revenue Structure of Nepal

The Government of Nepal (GoN) generates revenue from tax and non-tax sources for its
expenditure and economy development. The Constitution of Nepal has mandated to collect
Value Added Tax (VAT), corporate income tax (CIT), personal income tax (PIT), customs and
excise duties. Several tax instruments including property tax, land related taxes and service fees
are devolved to the provincial and local governments. The non-tax revenue source includes
fines, interest, dividends, royalty, and income from property etc and the tax revenue comprises
direct tax and indirect tax.

* Chartered Accountants
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Total revenue collected for FY 2020 /21 ( FY 2077/78) was NPR 935.89 billion which was more
than previous fiscal year by 18 % and out of which tax revenue covered 93 % and remaining by
non-tax revenue. The last 10 years data shows that GoN collects 86-93% from tax revenue and
remaining 7-15 % from non-tax sources that is depicted from the following chart:

Figure 1: Sources of Revenue, GoN.
The above chart indicates that the tax revenue has a vital role in mobilization of revenue in
Nepal to meet the public expenditure and others.

Composition and Structure of Tax Revenue

Inland Revenue Department (IRD) Nepal and Department of Custom , Nepal are an administration
of Nepal Government under Ministry of Finance (MoF) who are accountable for the enforcement
of tax laws Following tax laws have been enforced to govern the indirect taxes and direct taxes.

Taxes

Indirect

Direct Taxes Tazes

* |
[ | ¥ ¥ | 1
Income Tax Income Tax VAT Act, VAT Rules, Excise Duty Excise Duty Custom Act, Custom
Act, 2058 Rules, 2059 2052 2053 Act, 2058 Rules, 2059 2064 Rules, 2065

Figure 2: Tax Structure in Nepal
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Income tax is levied on income accrued or received from business, investment,
employment and windfall gains, apart from those specified by the law as tax exempt.

Value Added Tax (VAT) is tax based on goods and services. This tax is levied on the
sale, exchange, transfer, import etc. of all goods and services apart from those specified
by the law as tax-exempt.

Customs duty is levied on transaction value which includes cost, insurance & freight
up to Nepal border on the import of goods.

Excise duty is levied on the manufacture of goods and also on import of certain goods.

The share of direct tax and indirect tax in total tax revenue is shown in the following chart
in last ten years:

B Tax Revenue

Direct Tax

Amount in Rs billion

M Indirect Tax
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Figure 3: Share of Direct tax and Indirect tax in total tax revenue

From the above chart analysis, indirect tax and direct tax has contributed about 70 % and 30
% respectively in tax revenue. Among indirect tax, contribution of VAT to total tax revenue is
about 33-35 % in each year. This shows that VAT has major contribution in total tax revenue of
GoN.
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The share of VAT collection from domestic products has been around 34 to 38 % whereas
collection from imports has been around 61-66 %. The domestic share includes production,
goods sales & distribution, services contract and tourism. The VAT revenue has been increasing
gradually in absolute term, but the increasing rate is not so much satisfactory that ranges only
from 15- 20 % comparing to previous years. There are number of factors such as ineffective
billing system, under valuation of goods and services, the negative growth rate of economy for
small rate of growth of VAT revenue collection and loss of revenue via producing fake bills.

Though the share of value added tax in total national operations is higher, the share of income tax
is high in federal revenue. During the mid-March of fiscal year 2021/22, the ratio of value added
tax to the revenue structure of the federal government is 23.7 percent while the ratios of income
tax and customs duties are 24.8 percent and 22.9 percent, respectively. By mid-March of fiscal
year 2020/21, such ratios of value added tax, income tax and customs duties were 24.4 percent,
25.3 percent and 22.5 percent, respectively. During the fiscal year 2077/78 (2020/21) the share
of import based tax revenue and internal tax was 48.1 percent and 51.9 percent, respectively.
(Economic Survey, 2078/79)

Contribution of Tax Revenue to GDP

Despite the challenging economic conditions and a transitional political context, GoN has been
demonstrating its competency in sustaining noticeable growth in revenue collection in absolute
term. The total tax revenue to GDP has been fluctuating in last five years due to COVID-19
pandemic and reached from 24.28 % (FY 2019/20) to 21.99 % (FY 2020/21). The share of
various tax components to GDP is shown as follows:
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Figure 4: Ratio of VAT, Income Tax (IT) & Excise to GDP (%)
Contribution ratio to GDP from VAT is highestamong Income tax and Excise after implementation
of VAT in the country. The share of sales tax/VVAT in GDP is 1.90 percent in FY1991/92 and
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thereafter in increasing trend in all the fiscal years (except few years). The VAT, Income tax and
Excise to GDP has now reached to 6.73 %, 5.3 % and 3.14 % respectively in FY 2020/21 (FY
2077/78).

Though, the ratio of contribution of tax revenue to GDP is satisfactory in comparing with other
SAARC countries, there are number of factors responsible to increase the gap between actual
contribution vs target contribution. Nalishebo and Halwampa (2014) mentioned the various
elements that lead to increase tax gap in any economy i.e a) Unreported Economy, b) Avoidance,
c¢) Contested taxes, d) Evasion, €) Non-payment. Further increases in tax to-GDP are likely to
be impacted due to structure of Nepalese economy characterized by a large agriculture and
informal sector, and weak implementation of regulatory system.

Recently, Department of Revenue Investigation had filed lawsuits claiming a total of NPR 24.74
billion in tax evasion in the fiscal year 2020-21. The tax evasion cases were related to fake Value
Added Tax (VAT) receipts and foreign currency misuse. According to the Revenue Department,
Cases related to fake VAT receipts accounted for 50 to 60 percent of total cases of revenue
leakage and the tax evasion offenses in the FY 2020/21 increased by 51% from the FY 2019/20.
(Nepalisansar, 2021).

Conclusion and Recommendation

It is no doubt that taxation has played an important role in revenue mobilization in the country’s
economy. There is still considerable scope to increase tax-to- GDP ratio through expanding the
tax base and increasing tax compliance and adapting elimination & controlling measures to
shadow economy which would assist in increasing productive and developmental expenditures.

Hence, in the words quoted by Wallschutzsky (1989) has suggested that the key elements in such
a strategy must be summarized as follows: Keep the tax laws as simple as possible; aim for a
global tax with few exemptions, rebates, or deductions; Do not try to use the tax system to achieve
too many social and economic goals; Continually monitor the tax system; Concentrate on basic
tasks such as collection of taxes at source; Do not collect more information than can be processed;
actively encourage good record keeping; and, aim, as a long term goal, for self-assessment.
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World Trade Organization Membership and Nepal

*Ashesh Lamichhane

World Trade Organization (WTO) is an international institution or body dealing with the rules
of trade between nations. Economic integration and reforms are the major principles of WTO.
WTO started functioning from January 1, 1995 under Marrakesh Agreement, signed by 123
nations on 15 April, 1994 replacing the General Agreement on Tariffs and Trade (GATT).
GATT was established as international forum in 1948 by 23 signatories. GATT was originally a
multilateral treaty designed to operate under International Trade Organization (ITO). The latest
GATT negotiations, called the Uruguay Round were initiated in 1987. After many years of
negotiations, a new accord was finally ratified in early 1995, called WTO. The main purpose
of WTO is to promote free trade by influencing countries to abolish import tariffs and other
barriers.

The negotiations to join the WTO have been highly demanding for Nepal. With the adoption
of economic liberalization policy in the mid-1980s, which was later implemented broadly after
the restoration of multi-party democracy in 1990, Nepal started integrating with the world in
boarder sense. Nepal started the process of economic reforms in early 1990s which are essential
to acquire the membership of WTO. As a results of the reforms initiation Nepal was given the
observer status in 1993. Nepal presented its formal application to accede to WTO in December
1995. It submitted its Memorandum of the Foreign Trades Regime in 1998. After three rounds
of working party meeting during 2000-2003, Nepal was finally granted the membership in
the Cancun conference on April 23, 2004. Nepal’s accession package is considered relatively
well balanced in terms of both offering a credible signal to traders and foreign investors about
its commitment to economic reform and maintaining the policy space required to protect its
development interests. This did not happen by accident. It was a result of a thoughtful negotiating
approach taken by the country. Despite the integration with global economy dependency has
increased in Nepalese economy with low economic growth and low productivity.

Nepal’s Commitments with WTO

To get the membership of WTO countries should go through a series of negotiation. Countries
have to agree to commitments and determine conditions. Completed negotiations are held at
multilateral level. The subjects of these negotiations are how far Nepal will open up its market
to consumption abroad, cross-border supply, market access and the presence of natural person
along with the issues of national treatments.

*Head, DCGF Branch Office, Biratnagar
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The commitments made by Nepal can be categories into two types one is general commitments
and another is specific commitments. General commitments are applicable to all sectors and
applicable in all case. These commitments are not negotiable. General commitments are as
follows.

— National treatments to all member countries

— Non- discriminations among member countries

— Transparency in all aspects

—  Commitments to foreign investment

—  Commitment to repatriation of investment in foreign currency
— Regulatory reforms

—  Tariffs bindings

Nepal also agreed specific commitments in business, communication, construction, education,
environment, financial service, health, tourism, and transport sectors. These commitments have
made to ensure maximum benefits from liberalizations and to reduce the threats to the domestic
suppliers. The main features of these commitments are providing the market access through
commercial presence only, no restriction generally in cross-border supply and consumption and
Nepal can take preventive measures in case the foreign investors affects domestic activities.

WTO membership opportunities and Threats
The membership of WTO is the final steps toward the modern globalizations and engagement
with world economy. These steps creates several opportunities which can be enlisted as

—  There is now the guarantee that Nepal will get the “most favored nation” status from all
the member countries.

—  Market access and transit rights for Nepali products.

—  Transfer of technology and foreign investment.

—  Technical assistance and training to enhance the efficiency of the government.

—  Credible forum for trade disputes settlement and legal resource.

—  Protection of domestic industries through domestic regulation.

—  Protection of consumer right.

—  Opportunity for improving global competitiveness.

—  Patent right in bio-diversity and other indigenous knowledge

There are some challenges that are arising by the membership of WTO major challenges are as follows:

—  Domestic industries face greater competition from MNCs.

—  Tariff reduction causes decrease in revenue collection.

—  The government will face the fiscal-adjustment cost of finding new import surcharges
introduced since 2000.
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— The cost of negotiation and transaction too are expected to put pressure on LDCs like
Nepal

— Nepal has to bear the burden of implementing trade- related regulatory rules.

— With liberalization of the service sector, it is essential for Nepal to undertake internal
reforms to be able to match global standards

— Nepalese products/services are not competitive in terms of price, quality and delivery

on schedule, hence there is difficult to benefit from international market

Nepal’s performance after WTO membership

Nepal has adopted liberalization and privatization policies, attempted to integrate with world
economy and get the membership of WTO. Some improvements can be seen in some socio
economic indicators such as poverty reduction, mortality reduction, literacy increment, gender
equality but self-dependency objective is not achieved yet. Gini-coefficient which measure the
income inequality which was 35.20 in 1995 and increased to 43.80 in 2003 and drop to 32.80 in
2010. So there is reduction on income inequality. Similarly Human Development Index (HDI)
also increasing throughout the time. In 2004 HDI was 0.462, where as it increased to 0.602
in 2019. Nepal has also made substantive progress in reducing the Multidimensional Poverty
Index (MPI) from 30.1 percentages in 2014 to 17.4 percentage in 2017. Some macroeconomic
performance after getting the WTO membership is analyzed here. Here, data are collected from
2000/01- 2021/22. Growths are presented in percentage change. FDI data are in millions of
Nepali currency. Export, Import and Remittance data are in billions of Nepali currency.

Table 1: Macro-economic indicators of Nepal (2000/01-2021/22)

Year z%rr?gjtl?ucr); ?;g‘g;?r;f Approved FDI| Actual FDI | Export Import  |Remittance
2000/01 | 4.7 55 1417.6 -33 91.82 129.1
2001/02 |3.01 -5.3 3002.6 -282 77.07 127.96
2002/03 |3.3 3.1 1209.7 961 46.4 116.25 54.2
2003/04 | 4.7 15 1793.8 0 49.22 125.01 58.6
2004/05 |35 2.9 2793.8 136 53.68 136.34 65.5
2005/06 | 1.7 4.4 1635.8 -470 54.22 156.78 97.7
2006/07 |1 4 2606.3 362 53.62 175.27 100.1
2007/08 |5.8 1.6 3186 294 53.14 198.02 142.7
2008/09 |3 -0.6 9812.6 1829 56.3 235 209.7
2009/10 |2 4.1 6255.1 2852 60.8 374.3 231.7
2010/11 | 4.6 2.9 9100 6437 64.3 396.2 253.6
2011/12 |46 3 10053.2 9195 74.3 461.7 359.6
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2012/13 |11 2.7 7138.3 9082 76.9 556.7 434.6
2013/14 (4.6 6.9 19818.7 3195 92 714.4 543.3
2014/15 |11 14 20107.4 4383 85.3 774.7 617.3
2015/16 |0.2 -6.45 67480 5921 70.1 773.6 665.1
2016/17 |5.2 12.4 15139.6 13503.9 |73.1 990.1 695.5
2017/18 |2.8 8.8 55760.5 17504.6 |81.3 12451 755
2018/19 |5 8 25484 .4 13065.2 |97.1 1418.5 879.3
2019/20 | 2.63 3.23 37805.8 19478.7 |97.7 1196.8 875
2020/21 | 2.64 5.05 32172.8 19512.7 |141.1 1539.8 961
2021/22 |2.3 8.1 54150 18560 200.2 1920.4 1006.3

Source: Various issues of Economic survey, MoF, NRB and Dol

The momentum of Growth in agriculture sector is not continuing. The growth of agriculture is
revolving around 3% during this period. This can be due to removable of subsidy in agricultural
sectors, non-availability and rise in price of inputs and change in consumption pattern of people.

Nepal opted privatization and liberalization with an agenda of growth and expansion of industrial
sector, which is yet to happen in a large scale. The growth pattern of industrial sector is also
fluctuating. In some year it was negatively growing too. Highest growth of industrial sector is
at year 2016/17. It is negative in year 2015/16 due to earthquake and blockade by India. The
growth of industrial sector is on an average also around 3% only during this period.

Nepal adopted globalization and the membership of WTO with a view of benefiting through
its export trade. Trade is major factor from which globalization have positive impacts to the
economy. Export is very low in comparison with import; trade deficit is increasing in geometric
series. In 2010/11 trade deficit was Rs 331.9 hillion, where as it is increased to Rs 1720.2
billion in 2021/22. This is due to the low productivity, low competitiveness of local product in
comparison with global products and changing of consumption pattern of the people.

With globalization process and accession of WTO membership, it is believed that developing
country like Nepal can attract FDI. New FDI policy 2015 and various other administrative and
legislative reforms have been implemented by Government to attract FDI. A lump of investment
opportunities is available for the investors such as agriculture, tourism, mining, hydropower etc.
However, in comparison with approved FDI from department of Industry the actual FDI is very
low. This means still there is lack of investment friendly environment in the country. Till mid
July 2020 total FDI stock stood at Rs 198.52 billion (NRB, 2020).

Nepal is in fact exporting labor and receiving remittance. Remittance inflow is growing
continuingly throughout the years. Lack of economic opportunities at home and rising
employment prospects abroad have tempted Nepali to seek employment abroad. After getting
the membership of WTO remittance inflow increasing heavily because Nepal can access many
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counties. Remittance is the major source of foreign currency in Nepal. In 2010/11 Nepal received
Rs 253.6 billion remittance, this increased to Rs 1006.3 billion in 2021/22. In the remittance

area, Nepal is benefiting from globalization through some domestic socio- economic cost.

Implication of WTO

In the era of globalization none of the country remains isolated so as Nepal too. The developing
country has much to gain from regional and international trade. Nepal already moved in the
direction of trade liberalization however, tariff rates will have to be in framework of WTO
directives. Agricultural subsidy is another area of concern to Nepal. Member countries cannot
provide export subsidies to their exporters and industries. Intellectual property right on seeds and
plants is another area of concern. It is safeguard the patent and property rights on native plants
and seed however, getting such patents and property right is long and expensive process. Also
Nepal should meet TRIPS in several areas. Under Market access principle of WTO, a minimum
of 3% of the total consumptions of food is required to be imported from outside. Nepal should
increase its productivity to gain from this clause , Nepal need to improve its production capability
and competitiveness to stand in the international market. Importing countries require exporters
to guarantee that their products are free of Pest, disease and pesticide residues. If Nepal meets
this standard, its exporters must meet these measures; this measure should be checked during
imports too. Opening up of the service sector will put Nepal in the map of world service exports.
However, many of Nepal’s service sectors are vulnerable against competition, such competition
may weaken this sector even further a crucial service sector trade policy is required to promote,
identify and export service sectors in international market. Membership of WTO will have no
substantial negative implication for its regional and special agreement. Nepal’s major concern is
to facilitate and encourage freer global mobility of its people for employment.

As Nepal is member of WTO, WTO is a possible platform for weaker and LDCs to represent their
interest. Nepal as being LDCs can enjoy certain tariff rights. Joining this organization would not
only to enhance our effectiveness and efficiency in trading system but also results in expansion
of trade, leading to a higher level of growth and enhancement of quality of life of people. Nepal
should increase its exportable items, which can compete in the international market. To reap the
benefits of WTO and other regional organizations, Nepal should increase its exportable items,
should improve its production capacity, productivity and competitive strength, reduction of costs
and removing the supply constraints, should expand the economic diplomacy, should make policy
and legislative changes to create the favorable conditions for foreign investment. Nepal should
prepare itself to face the consequences of trade liberalization by balancing the strengths, weakness,
opportunities and threats. Nepal should take the benefits from the membership of WTO. The WTO
member states cover more than 90 per cent of the world trade and 95 per cent of world’s population.
It depends on Nepal’s capability to explore opportunity of the huge and significant global market
and to meet the challenges successfully.
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Monetary Policy Stance and Central Bank Digital Currency
‘Binod Bajagain

Needless to say, the central banks’ policy is promoting digital payment instruments and thereby
reducing the use of paper cash. There are lots of benefits while an economy is accustomed
to digital means of payment. To cater this the monetary policy of Fiscal Year (FY) 2019/20
included #127 *“A policy of gradually reducing cash transactions will be adopted focusing on
digitization and Fin-tech, thereby promoting payment through electronic means”. This policy
is realised in terms of promoting digital transfer by strengthening licensed institutions as well
as incentivising digital payments. On the following FY 2020/21 policy of establishing National
Payment Switch (Policy #146) is stated and there are some visible progresses already in our
ecosystem where Nepal Clearing House Limited (NCHL) introduced Retail Payment Switch
(RPS), as the subcomponent of NPS, thereby enabling us to transfer/request fund between
another ConnectIPS (cIPS) user, Mobile Banking user as well as PSP/wallet user too. NRB issued
a framework/guideline to manage electronic payments made through Quick Response (QR)
code, another major instrument of digital payment, NepalQR Standardization Framework and
Guidelines. This guideline is aimed to streamline diversified QR codes introduced in our system
so that they are able to operate with each other (interoperable). To ensure the interoperability,
NRB also issued a directive later mandating the industry players to accept co-existence of each
other and accept payment to/from each other.

A leapfrog move was taken by central bank in its e-payment movement by introducing the policy
(#153) of performing feasibility study of Central Bank Digital Currency (CBDC) in Nepal along
with the policy (#152) of formulating Digital Lending Framework to facilitate the entire process
from loan application to its approval in the BFIs electronically. To study the feasibility study of
CBDC, NRB formulated a task force to study the feasibility of CBDC in the context of Nepal.
The taskforce has prepared a preliminary draft of the feasibility study. NRB also issued Digital
Lending Guidelines for all the licensed payment institutions so that the institutions could serve
the customer digitally starting from loan application to loan disbursement.

Central Bank Digital Currency (CBDC)

CBDC is the digital form of currency/money issued by the monetary authority of a nation

instead of printing paper-based notes or minting metal coins. A CBDC is legal tender with the

liability of the central bank and thus making CBDCs more secure and less volatile than other

digital currencies viz. Cryptocurrencies. To understand the e-money we can compare this with

the balance we’ve in our bank/wallet account, once we access the fund using mobile/internet
* Assistant Director, Nepal Rastra Bank
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banking/wallet application we’re dealing with the electronic version of the fund we’ve managed
in our respective accounts. In this example the balance we see in our wallet account is backed
by the fund wallet service provider that has maintained in their settlement bank (a bank which
is responsible for holding the entire sum of e-money of all customers who have contained their
fund in the wallet account). We can say e-money is the liability of the service provider/bank to
us. In the same manner rather than issuing currency notes NRB could issue digital money and
we might be holding some figures in a wallet introduced by the central bank which we could
transfer to each other or simply pay for the goods and services we purchase from the market.

CBDC is often confused with or compared with CryptoCurrency (or simply crypto) which is also a
digital form of currency existing digitally or virtually that uses cryptographic algorithms to secure the
transactions. But the cryptos are neither issued by any authority nor are backed by any state authority
to be accepted as legal tender. But there are some countries/institutions in the world which are
accepting cryptos viz. Bitcoin as mode of payment in their jurisdiction. But in the context of Nepal
crypto is neither legal tender nor is it allowed for citizens to invest on them as commodity/assets.

CBDCs do not have any particular definition and could point towards different directions
based on the perception of the audience. The most general explanation for central bank digital
currencies is that they are a new variant of central bank money.

What is CBDC:
- It’s digital form of traditional money;
- It’s issued and governed by the nation’s authority;
- It’s controlled by the country’s monetary policies in terms of supply and value;
- It’s based on digital ledger and which may or may not be using blockchain or
distributed ledger technology
But CBDC is not:
- Traded as a commodity and its value is not determined by the market;
- Immune to the current inflation scenario;
- A CryptoCurrency that’s not governed by any centralised authority;

Types of CBDC:
Although it’s still unclear how the digital currency movement will lead towards, the discussion
made till date round upon two models of CBDC.

Retail CBDC:

Retail form of CBDC would primarily be utilised by individuals and thus use this as digital
cash. This focuses on ensuring payment between businesses and individuals. Such CBDC based
transactions would be of low value but with larger volume. In this form of CBDC the general
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public holds electronic money in their digital wallet which they could use for person-to-person
(P2P) transactions as well as Person to Business (P2B) payments. If the design model introduces
some intermediary layer of financial institutions for CBDC wallet such deployment model is
known as Indirect Retail CBDC.

On the other hand, if the central bank itself maintains public individual accounts in it and is
responsible for onboarding as well as management of financial services this model is known to

be Direct Retail CBDC.

Fig: Retail vs Wholesale CBDC (Source: dbs.com.sg)

Wholesale CBDC:

Wholesale type of CBDC helps in streamlining payments between central bank and private
banks. This not only enables faster cross-border transactions and reduces counterparty risks but
also helps mitigate liquidity risks of the financial institutions. This CBDC model could facilitate
payments alongside settlement of transactions among financial institutions. If the wholesale
form of CBDC transactions is confined within domestic financial entities this is known to be
Domestic Payment Wholesale CBDCs. Majority of wholesale transactions are associated with
large value, time critical payments between participating institutions routed through (generally)
central banks operated Real Time Gross Settlement (RTGS) systems. Domestic CBDC system
would complete reconciliation, confirmation and finality of transactions by ensuring fund
transfer between banks.

Presently cross-border transactions are time consuming and costly that rely on various
intermediaries alongside jurisdictions pertaining to single payments. There are challenges for
regulating and mitigating risks while performing cross-border payments in the current financial
system. With the introduction of Cross-border Payment Wholesale CBDCs we could solve those
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long existing problems if we deploy CBDC either in the form of local transferable wholesale
CBDC or universal wholesale CBDC.

Digital Currency in the globe:

Digital currencies have been around since the 1980s, but its popularity became wider only
after Bitcoin was launched in 2009. If we consider cryptocurrencies, there are thousands of
them traded online on crypto-exchanges whose prices swing back and forth based on market
sentiment. On the other hand, research recently revealed that there are more than 100 countries
in the world which are exploring CBDC in different forms. Those countries all together represent
95% of global GDP.

Status on CBDC Progress in 109 countries
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Fig: Status of CBDC Progress in 109 Countries

There are 10 countries such as Nigeria, The Bahamas, Jamaica that have already launched
CBDC in retail form. But 4 countries viz. China, Thailand, Hong Kong & South Africa have
been piloting Wholesale as well as Retail of CBDC. On the other hand, there are 4 countries which
are piloting wholesale CBDC. Along with them, a total 14 countries seem to be engaged in piloting
CBDC in one form or another. Nepal stands in the list of researching CBDC along with other 46
countries. The model of CBDC Nepal is going to adopt is still unclear. Our neighbouring countries
Bhutan and India seem to be in the development phase of CBDC with the target of addressing both
retail as well as wholesale form.
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Benefits of CBDC

The rapid digitization of the economy and push for real-time payment & settlement is responsible
for driving CBDC implementation into the globe along with the need for more efficient domestic
and cross-border transactions. Either the CBDC is deployed in Retail or Wholesale form there
are advantages which could be considered as the push factor for its rapid adaptation.

- Expansion of financial inclusion to remote areas at low cost and with better efficiency;
- Improvement in safety and efficiency of retail as well as large value payment systems

- Faster and better cross border payments;

- Motivation towards cashless society as people gradually turn towards digital transactions
in large numbers and ATM cash withdrawals decling;

- Ability for the authority to monitor movement fund, this helps combating Anti Money
Laundering and illegal activities;

- Millions of rupees could be saved by introducing CBDC rather than printing paper cash
from abroad;

Challenges for CBDC deployment:

While we change the traditional balance currently occurring in our financial system there
is obviously some resistance to change as well as factors authorities have to address before
switching toward CBDC.

- Introduction of Direct CBDC would shift money from bank deposits to central bank
wallet of public which causes banks deprived of fund, aka financial disintermediary;

- The ability of authority to monitor digital transactions raises question of people privacy
as well as challenge of preventing misuse of such information;

- Data privacy would become one major challenge, because the retail customer transaction
data would mean a lot for big producer firms;

- If we introduce direct CBDC, there’s a huge challenge for maintaining such strong
system to support millions of transactions per second taking place simultaneously;

- During war and crisis CBDC would be first target for attacker and thus this could become
issue of national security;

Conclusions
Nepal Rastra Bank might not only try to shift the paradigm by streamlining its e-payment flow
with the international digital payment arena but also address various challenges faced while
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struggling with contemporary payment systems. To address low financial inclusion as well as
low level of digital financial literacy is also equally challenging for a central bank when the
neighbouring countries are raising their head for some high-level issues. Thus, NRB seems
to be trying to make the current market mature by introducing regulatory policies and even
providing space for innovation to private sectors. The motivation for researching CBDC might
be motivated by the rising crypto market which comprises trillions of dollars and addresses
contemporary challenges. Thus, whatever the form of CBDC be Nepal seems trying to be right
rather than being the first.

Disclaimer:
The views and opinions expressed in this article are those of the authors and do not necessarily
reflect the official policy or position of the organisation the author is currently engaged in.
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Financial Access : An overview in the context of Nepal
Basanta K.C.”

Financial access refers to a process that ensures the ease of access, availability and usage of
the formal financial system for all members of an economy. Financial access denotes access to
finance and financial services for all in a fair, transparent and equitable manner at an affordable
cost. Policymakers view this as a mechanism to improve people’s livelihoods, lower poverty,
and advance economic development. An inclusive financial system has several merits. It
facilitates efficient allocation of productive resources and thus can potentially reduce the cost of
capital. In addition, access to appropriate financial services can significantly improve the day-
to-day management of finances .Financial access is being viewed as a crucial global priority.
Governments, international development agencies, academics, and the private sector, have all
placed financial inclusion on top of the agenda. The main objectives is to bring the excluded
population that is currently in the informal, undocumented, unmonitored and unregulated system
into the formal, transparent, and protected financial system .

In Nepal, a number of financial outreach-related policy initiatives are underway together with a
long-term development strategy under the formulation process with priority accorded to helping
the country to graduate from a least developed country status by 2022 as well to attain the
UN Sustainable Development Goals and become a middle-income country by 2030. Financial
access seems appropriate to address this objective too. The Strategic Plan (2012-2016) of Nepal
Rastra Bank (NRB) was formulated based on seven strategic pillars, financial sector stability
being one of them under which enhancing financial access has been identified as a strategic
priority. Similarly, the Monetary Policy of 2079/80 has also focused on deepening financial
access through enhancing financial literacy as well as access to finance.

Financial Access aims to address the following issues:
1. Bring the excluded population that is currently in the informal, undocumented, unmonitored
and unregulated system into the formal, transparent, and protected financial system.

2. Improve financial awareness and financial literacy across the nation.
Bring in digital financial solution for economically weaker sections in the country.

4. Help people for achieving affordable financial services like loan, deposit, insurance and
payment system.

* Working at DCGF, Branch office, Butwal
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5. Build and maintain sustainable financial services.
The policies and programmes in Nepal for enhancing financial inclusion are as follows.

Priority sector lending

Priority sectors are focused on the real sectors of the economy. Sectoral components of GDP
such as agriculture, industry and services are the productive sectors. If the productive sectors
are vibrant, it reflects the viable, creditworthy picture of an economy emerging. Investment on
the productive sectors has been a main focus of the government thus to stimulate economic
growth and generate income and employment opportunities. Though NRB has made mandatory
provision of lending in agriculture and productive sector to support economy, BFIS are still
behind as expected to lend on productive sector. The deficiency of capital in these sectors is one
of the main reasons for low productivity and sluggish growth. In order to achieve the sustainable
economic growth of the country, NRB has directed BFIs to lend in some priority sectors of the
economy. Currently, such directed lending is focused on priority sector and deprived sector.

Agriculture: Nepal Rastra Bank directed banks and financial institutions to lend 15 percent
loan out of total lending through monetary policy.

Energy Sector: NRB directed banks and financial institutions to lend 10 percent loan in this
sector out of total lending.

Small and medium enterprises: NRB directed banks and financial institutions to lend 15
percent loan out of total loan to cottage, small and medium enterprises.

Deprived sector lending

Basically, the lending to those people who are deprived of lending from formal financial sector
comes under deprived sector credit. The main objective of deprived sector credit is to uplift the
socio economic status of these people. The deprived sector credit policy is directed credit policy
of Nepal Rastra Bank, which is designed to meet micro credit demand of poorer and weaker
section of the country. This policy was introduced for commercial banks in 1990. Nepal Rastra
Bank has directed banks and financial institutions to lend at least 5 percent to deprived and
marginalized sector of the economy to uplift them to mainstream of economy.

Subsidized loan

This is the loan type in which subsidy is granted through interest and subsidy is levied from
the government to the particulars financial institutions. Subsidized loan amounting around Rs.
260 billions are issued to 1,47,393 loanee (Source: NRB up to 2079 Ashad) under collateral and
non-collateral basis for various heading like educational, agriculture ,women entrepreneurship
etc. Such loans are obligatorily guaranteed in Deposit and Credit Guarantee Fund Nepal as per
unified directives on interest subsidy for subsidized loan 2075.

1R | feréia qer @it gRemr B |



Micro-financing

Microfinance is a financial service aimed at low-income individuals or at those who do not
have direct access to typical banking services. Microfinance encompasses a number of financial
services like micro-credit, micro lending, micro-insurance, saving and money transfer among
others. A microfinance institution provides financial services to the communities who cannot
offer collateral against the loans they take but have skills and desire to undertake economic
activities for generating income and self employment. Micro financing is the main key tool of
financial empowerment, access as well as for enhancing financial literacy in Nepal.

Financial Literacy

Financial literacy is the confident understanding of concepts including saving, investing and
debt that leads to an overall sense of financial well-being and self-trust. Program on financial
literacy cover major aspects of people daily life such as,

1. Saving

2. Loan

3. Remittance
4. Investment

5. Budgeting

Along with these policies and programs of monetary policy, other sector that are playing vital
role for financial access and financial literacy are co-cooperatives, capital market, Deposit and
Credit Guarantee Fund, etc.

Co-operatives :

Co-operative is an association of individual/organization that is owned and controlled by the
people to meet their common economic, social, and/or cultural needs and aspirations through a
jointly-owned and democratically controlled business. Co-operatives are considered as one of
the three pillar of the economy in Nepal. Some latest data related to co-operatives showing the
financial inclusion through co-operatives are given below:

source: ( Department of co-operatives)

S.N Details Units
1 Total no of co-operatives in Nepal 29,886
2 Total co-operatives member 73,07,462
3 Percentage of total population in co-operatives 28 %
4 Female members in co-operatives 56 %
5 Male members in co-operatives 44 %
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Capital Market:

Capital markets are financial markets that bring buyers and sellers together to trade stocks,
bonds, currencies, and other financial assets. Capital markets include the stock market and the
bond market. Latest data related to this sector are as follows:

S.N Details Units
No of De-mat accounts 50,7,242

Mero share users around 27,00,000

source:CDSC
Deposit and Credit Guarantee Fund
Credit Guarantee Corporation was established under Company Act and erlier and converted
ingo DCGF under its own statutory Act in 2073. It is performing its task in deposit guarantee
and credit guarantee. Basically it is a prominent player of guarantee sector in Nepal. It has
crucial role in enhancing financial access and inclusion in Nepal through its credit guarantee
programs and policies. DCGF is performing following programs which bears a milestone in the
financial access policy of government of Nepal. Under its credit guarantee programs, deprived
and poor people are capable for credit access without collateral and the financial institutions are
also in comfortable position. DCGF guarantees the following credit programs at present:

a. Microfinance and deprived sector credit
b. Livestock
¢. Agricultural loan
d. SME loan
e. Women entrepreneurship loan
f. Educational loan
Major Financial access Indicators
S.N Indicators Total No
1 No of institutions ( Commercial bank 26, Dev bank 17,Finance 126
companies(17),Microfinance (65) and Infrastructure Bank (1)
2 No of districts that accessed to banking. 77
3 No of local governments that accessed to banking 752
4 No of bank and financial institutions branches 11,528
5 No of branchless banking centers 1548
6 No of branchless banking customers 2,83,480
7 No of ATM 4602
8 No of debit cards 1,08,56,357
9 No of credit cards 2,38,794
10 | No of prepaid cards 1,05,121

Source: NRB (Up to 2079 ashad end)
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Conclusion

The primary aim of financial access is to ensure every individual's access to quality,
affordable financial services and this term is becoming popular in worldwide in recent days.
Thus, many governments in developing economies are promoting financial inclusion as a
policy goal. However, ensuring financial access is an arduous task which requires a holistic
approach encompassing effective approaches to provision of affordable credit services,
awareness raising, financial education, saving mobilization, and research and development,
among others. In Nepal, financial access is not only a choice but also a necessity for economic
growth. It is key to Nepal's future economic gwroth because it empowers the poor, promotes
small businesses aming at inclusive growth. By implementing appropriate policies relating to
financial literacy, bank account usage, digital financial services, financial inclusive roadmap,
the Government and NRB should give due consideration for enhancing financial access.
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Financial Inclusion: Where Have We Reached?

"Puspa Bhatt
Having access to financial service is important to both individuals and companies, as it
provides a means of storing money, managing payments, accumulating savings, accessing
credit and making profitable investments. Financial inclusion is defined as the availability and
equality of opportunities to access financial products and services; even by the people who are
geographically backward, socially marginalised, and financially poor. It refers to a process by
which individuals and businessmen can access appropriate, affordable, and timely financial
products and services. These include banking services, loan, equity, and insurance products.
Policymakers view this as a mechanism to improve people’s livelihoods, lower poverty, and
enhance economic development. Financial inclusion is mandatory for a developed economy.
According to the BIS (2015), financial inclusion covers three dimensions: accessibility, usage
and quality of financial services to all kind of people. Financial Inclusion and Financial Literacy
are the twin pillars for a developed economy. While financial inclusion acts from the supply side
- providing the financial products and services that people demand; financial literacy stimulates
the demand side - making people aware of what they can demand.

There are several means to measure the financial inclusion out of which, outreach dimension
and actual usage dimension are more common in practice. The outreach dimension can be
measured by two types of indicator i.e. geographical penetration and demographic penetration.
Geographical penetration of financial inclusion deals with the bank branches and ATMs per
thousand square kilometres and indicates that smaller distances to the nearest physical bank
outlets ensure easier geographical access. Demographic penetration measures the average
number of people served by each bank branch and ATM. Higher numbers imply that there are
fewer clients per bank branch and ATM that indicates easier access of banking services.

The actual usage dimension of financial inclusion can be measured in terms of users of banking
services or access to financial services, and the ratio of deposits to GDP or credit to GDP or
deposit plus credit to GDP. The number of loan accounts per thousand people and the number
of deposit accounts per thousand people are the major indicators of the actual usage dimension
of financial inclusion. The measurement of financial inclusion largely depends on the level of
development of a country and varies across countries and regions.

Financial inclusionisbecoming one of the attractive topics atthe global level among policymakers,
development partners, governments and financial institutions. International organizations like

* Working at DCGF, Branch office, Dhanagadhi
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World Bank, International Monetary Fund (IMF) and Asian Development Bank (ADB) have
placed financial inclusion as an important agenda in recent years and have started continuously
monitoring the progress regarding financial inclusion along with providing policy suggestion, as
well as financial assistance and advice. World Bank had also initiated the program of Universal
Financial Access by 2020 (UFA 2020). The goal of UFA 2020 was to make adults, who then
were not a part of the formal financial system, able to have access to a transaction account to
store money, send and receive payments as the basic building block to manage financial lives.

Financial inclusion is viewed as one of the strategies that can allow the achievement of goals
of eliminating poverty, unemployment and reducing inequality. It has been identified as the
facilitator for 7 of the 17 sustainable development goals. It has become a significant issue in
developing countries like Nepal, where a large number of people are still far from accessing
formal banking services. Marginalized and vulnerable people, who have been exploited by
informal lending system and who have no capacity to pledge any physical collateral for the
loan, are the major target of financial inclusion. Micro-finance is an important tool in connecting
the unbanked population into a formal financial system. Nepal has aims to achieve sustainable
goals (SDGs) by 2030 and financial inclusion will be the enabler to achieve those SDGs. Higher
financial inclusion facilitates the economic development of the nation through capital formation
and savings mobilization into productive sectors.

Government of Nepal has conducted a project named Enhancing Access to Financial Services
(EAFS) with the support of World Bank, United Nations Development Program (UNDP) and
United Nations Capital Development Fund (UNCDF). The project aims to increase access to
financial services, especially for the urban micro and small enterprises (MSEs) as well as urban
and rural low-income households. The project document was signed in 2008 and the project
started its works in 2009. It became able to successfully outreach additional 281313 new clients
from the poor households through establishing 160 new branches of partner institutions.

Banks and Financial Institutions Act (BAFIA), which governs all activities of the banks in the
country, is a central path for advancing financial inclusion. It has been made compulsory by the
NRB, under its deprived sector lending directive, for class A, B and C financial institutions, to
make low-cost funds available to micro finance institutions (MFIs), thereby facilitating access
of financial services to the underserved areas. With regards to the players in the financial sector,
there are four classes of financial institutions licensed by the NRB, namely commercial banks
(A class), development banks (B class), finance companies (C class) and MFIs (D class). The
number of commercial banks, development banks, finance companies and MFIs at corporate
level aggregated to 26, 17, 17 and 65 respectively at mid-July 2022.
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Access of financial products and services has been rising with the increase in number of
branches of financial institutions. As of mid-July 2022, the number of branches of commercial
banks reached 5009, followed by 1118 branches of development banks, 267 branches of finance
companies and 5134 branches of MFIs. The ratio of population per branch of financial institutions
remained at 2532 during mid-July 2022. However, despite the rise in number and branches of
BFls, the financial institutions are still primarily focused at the urban or semi-urban areas where
geographical access is fairly simple. With respect to provincial distribution, as at mid-July 2022,
the major branches of BFIs are situated in the Bagmati province (3003 branches), followed by
Lumbini province (2212 branches), province No. 1 (1857 branches), Madhesh province (1745
branches), Gandaki province (1416 branches), Sudur-paschim province (840 branches), and
Karnali province (455 branches). Despite continuous efforts of NRB to increase the outreach of
financial services in remote areas, the progress has been quite dismal with respect to the branch
expansion in Karnali and Sudur-paschim province.

In Nepal, banks and financial institutions have reached 752 levels out of the 753 local levels.
After the launch of a program called 'Bank Account for All Nepali', the number of bank accounts
has increased due to the increase in financial literacy. Altogether, 4.49 crores deposit accounts
exist in the A, B and C class banks. Similarly, 18.29 lakh borrowers have taken loan facilities
from the BFIs. Branchless banking has been promoted taking into consideration the payment
needs of people who are excluded from access to the financial system. Currently, the BFls
are operating 1526 branchless banking centres in Nepal, where there are 283,480 branchless
banking customers.

The use of cash has faced a dramatic decline in the recent years. Mobile banking users have
increased rapidly after COVID 19 and due to the promotion of cashless transactions. Altogether,
1.83 crores customers are currently taking banking services through the use of mobile banking.
Likewise, the total number of ATM terminals is 4,602 as of mid-July 2022. With the increase in
banking awareness and provision of various discounts by banks on the use of cards for day to
day transactions, there has been adequate growth in the number of cardholders. As of mid-July
2022, the total number of debit card users are 1.08 crore while total number of credit card users
are 2.38 lakh. Likewise, 1.05 lakh customers are involved in the use of prepaid cards. These data
show that the banking system of Nepal is becoming more automated in recent times.

The NRB also undertook various other policy measures to ensure reliable and affordable financial
services to the poor, including liberal licensing policy for MFIs, requirements for BFls (A, B
and C class) to allocate certain proportion of their credit for investment in the productive sector,
special refinance facility to cottage and small industries, directives on consumer protection, and
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directives on branchless banking and mobile banking services, among others. As per Monetary
Policy of 2022/23, the Micro Small and Medium (MSME) enterprises having to repay loans up
to Rs. 50 million will not be charged an extra penal interest rate upon repayment of due loans up
to mid-October 2022. Similarly, MFIs can charge a maximum of 2% above the base rate while
extending credit to local cooperative groups.

Financial literacy programs are being conducted through audio-visual and print media. NRB
introduced and issued the financial literacy framework for NRB licensed institutions for better
monitoring and evaluation. The vision of the framework is to make citizens financially aware and
capable for a prosperous Nepal. Similarly, NRB has made financial accessibility and financial
inclusion as the pillars of banking system in The Financial Sector Development Strategy (FSDS)
conducted on 2016/17-2020/21. According to NRB unified directives — 2078, NRB has made
the provision to operate ‘Ghumti Banking Sewa’ to the A class banks and national B and C class
banks at the places where the banking services are still not accessible. It allowed the banks and
financial institutions to open contact offices in Karnali province and Sudur-paschim province
without permission of NRB.

With regards to consumer protection, BFIs should be transparent in the banking related
services and their statements and should also regularly inform the general public. Similarly, the
government of Nepal announced a nationwide campaign to ensure one bank account in each
household to expand financial access in the year 2015/16, and as a result, Bajura's Khaptad
Chhededaha village municipality has been declared as the first village municipality in the
country to complete the 'One House: One Bank Account' campaign.

Major challenges
 Inadequate physical infrastructure.
* Insufficient financial literacy.
» Gender inequality and poverty in rural area.
» Lack of technological advancement.
» Low pace in the implementation of rules and regulations.

Ways to promote financial inclusion
» Foster a diversity of financial institutions
* Facilitate the use of innovative technologies and entry of technology-driven, non-
traditional institutions.
» Promotion of Financial Literacy Programs.
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» Formulation of National Financial Inclusion Strategy.

» Expand agent-based banking and other cost-effective delivery channels.

 Invest in supervision and leverage technology to optimize limited resources.

* Implement risk-based, tiered AML/CFT requirements.

» Encourage the development of low-cost, innovative financial products.

 Strengthen financial infrastructure.

» Protect consumers by establishing rules for disclosure, fair treatment, and recourse.

 Strengthen the role of regional capacity building and Public-Private Partnership in
promoting financial inclusion.

* Increase in the diversity of microfinance service provisions.

Conclusion

Financial inclusion helps to attain sustainable development of the country. It provides banking
and financial services to all citizens in a fair, visible and reasonable manner at affordable cost.
Financial inclusion is a win-win situation for the financially excluded, the corporates, the
government as well as the banks and other financial institutions. Financial inclusion is not a
short-term goal and its nature, form, challenges differ from country to country and as such,
cannot be addressed by a single product and service or ‘one size fit for all approach’.

In Nepal, financial inclusion is a very important phenomena for the development of the country.
To attain sustainable development goals and uplift Nepal from least developed country to a
developing country, it plays a vital role. There are various challenges and opportunities that arise
when leading a country towards financial inclusivity. The opportunities and challenges provide
useful insights regarding innovative ways of economic value addition, which will help Nepal
reach a growth line that is sustainable. Therefore, policymakers should focus on developing
policies considering a sustainable banking service delivery model and need-based products for
rural and urban consumers.

Sources:
 Statistical data published by Nepal Rastra Bank.
* Nepal Rastra Bank unified directives 2078/79.
» Budget of Nepal 2079/80.
* Monetary policy of Nepal 2079/80.
» Various articles published in online.

920 | forér e aa JRemT B |



The invisible banking

Suraksha Somai

The invisible banking is a concept that illustrates the use of banking services without having to
visit the bank branch physically. It means the customers can take the banking services remotely
from any part of the world. In invisible banking the banking services go so digitalized that the
physical presence of banks might not have any relevance. In a narrow sense, invisible banking
simply means ignorance of concrete physical structure of banks where a customer doesn’t need
to visit the bank for banking services. The chatbot service offered by bank is an example of
invisible banking whereby the customer can make query that gives instant response to them.
Moreover, robotics in banking has made it easier for customers to perform series of tasks like
opening bank account, demanding cheques, making withdrawal, and other enquiries.

The digital transformation in banking sector is focused on improving customer experience by
offering frictionless, convenient, and seamless experience to its customer. The introduction of
technologies like robotics, chatbots, Artificial Intelligence (Al) has guided banks to deliver
invisible banking services.

Overview

Digitalization has been growing as never before. The advancement in information technology
has made it possible to carry out various tasks remotely. Customers now want services at their
fingertips like never before. In the current world, where the invention and innovation are the
major factors of gaining and retaining loyal customers, the banking sector have been adopting
it from its very beginning.

There was a time when a customer must visit the bank to carry out every sort of banking
transaction and when the mode of payment was only in the form of cash. Almost a decade ago,
people must hold enough cash to make the monetary transaction. Do you remember having
to visit bank just to make small enquiry? such thing is now made easier with the advancement
in technology like chatbot and robotics that serves the customer to get their queries solved
at a single click. Nowadays, with adaptation of digital technology, banking activities are just
few clicks away, i.e., from smaller tasks like opening bank account, updating information,
demanding bank statement, etc. to applying for funded and non-funded loan is easier than ever.

The stability, growth and development of banking sector has been a major factor to observe an
overall economy of a country. The advancement in banking activities directly have a positive
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influence in the other sector of the economy. Banks are financial institution that accept deposits,
make payments, advancing credit and other technical advises. With its common features of
accepting deposit and advancing credit, it bridges the gap between savers unit and deficit unit
of the economy and helps to monetize the entire economy. Thus, banking serves as a heart of
the economy. Therefore, it is utmost important to make banking customer focused, smooth
and frictionless that would save the time and cost which can be invested on another productive
sector.

Banking in Nepal

The evolvement from recording banking transactions in books to recording it digitally and
now allowing customers to take banking services remotely is leading banking services towards
invisible banking. The history of modern banking in Nepal has not been so long. With the
establishment of Nepal Bank Limited in the year 1937, Nepalese banking sector has seen
immense changes in banking activities in about eight decades. The existence of barter system in
the economy and the widespread circulation of Indian rupees as the legal tender in the country
had become the burning issue in that period at the country. To monetize the barter system and
to replace the use of IRs, Government of Nepal realized the importance of central bank in the
nation. In the year 1956, Nepal Rastra Bank was founded as the central bank of Nepal with the
objectives to issue currency and expand its circulation, regulate financial sector, manage foreign
currency reserve, and mobilize savings for economic development.

One year after the establishment of NRB, Industrial development bank was established as the
first development bank of the country to fund the capital investment in the industrial sector
which was later named as Nepal Industrial Development Corporation (NIDC). Rastriya Banijya
Bank established in 1966 as the second commercial bank and Agricultural development bank
established in 1968 by incorporating the assets and liabilities of the then cooperatives bank
set up in 1963. In the year 1967/68, NRB adopted the policy of opening branch office of
commercial bank in all districts by formulating banking development plan and establishing
banking development fund to enhance the financial access.

Till 1980s, Only Government owned institution has been providing the banking services to the
citizens. We can say that there was the monopoly of Government owned bank in the market.
But after the enactment of liberalization policy in the country, Government allowed the entry of
commercial banks as joint venture with foreign banks as the step towards financial liberalization.
The financial sector had thus started to grow in quantity and variety. The first foreign joint venture
bank, Nepal Arab Bank (now Nabil Bank Ltd.), was established with co-ownership of Emirates
Bank International Ltd. (Dubai), which commenced operations in 1984. The establishment of
the joint venture bank was also a step towards modernization of banking services through the
transfer of technology and managerial skills. Following the trend, Nepal Indosuez Bank (now
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Nepal Investment Bank Ltd.) and Nepal Grindlays Bank Ltd. (now Standard Chartered Bank
Nepal Ltd.) were established in 1986 and 1987 respectively.

The technological advancement in banking sector has also boomed with the introduction of
credit card by Nabil bank in early 1990s. Likewise, Himalayan Bank Ltd. first introduced ATM
and Nepali Credit Card for the domestic market in 1995. Himalayan Bank Ltd. was also the
pioneer in introducing Tele-Banking (Telephone Banking) service. On 2002, Kumari Bank Ltd.
introduced Internet banking for the first time in the country. In 2004, Laxmi Bank Ltd. became
the first bank to introduce SMS-Banking (Mobile Banking) service. Likewise, various modern
banking services like branchless banking, moving ATMs, utility bill payments and free ABBS,
among others, are being provided by several banks and financial institutions in the country.

Where are we

By early 2020s, we are evolving gradually by adopting rules, regulations, plans and policies
for smooth digital banking and innovative digital products that are in the global market. When
banking can be carried out from any where remotely, the main priority will be given to day-to-
day activities. The time consuming and costly activities of customers to visit bank branch has
been tremendously reduced. This had made Nepalese banking activities hidden from the view.
The few banking services that have made efforts to drive banking towards digital form are:

Telebanking

Telebanking is a modern banking services which enables customers to carry out banking with
the help of their mobile phone. This is beneficial when customers don’t have internet facilities,
Where customer simply make a call and follow the steps to carry out such transaction. Telebanking
is widely used for balance enquiry, account status, demand cheques, bank statement, etc.

Deposit kiosk
Deposit kiosk is a deposit accepting machine where a customer can make deposit without having
to visit bank.

Cardless cash

Cardless Cash is a new Mobile Banking service that allows customer to withdraw cash from an
ATM without using their card. With Cardless Cash, customer can simply generate a One Time
Password (OTP) in their Mobile Banking App and use it to withdraw cash at any ATM that
facilitates cardless withdrawal.

Robotics

The use of robotics in banking to carry out the routine task has made easier to both customers and
bankers. The robots provide series of banking services to customers like opening bank account,
applying for ATM cards, balance enquiry, complaint registration, etc. in request of customers.
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Chatbot

Chatbot is an online based query platform where customer can chat with bot regarding various
banking information. It provides information about various banking services and how such
services can be taken by customers.

Other online platform for banking

Banks now provides services like online account opening, video KYC, online DEMAT, online
KYC, online loan and other various diversified services that has transformed the way banking
used to be.

Electronic Payment Transactions

Electronic payment transaction has increased significantly in 2021/22 due to development of
payment infrastructure, policy of encouraging electronic payments and gradual adoption of
electronic payment instruments. The following data shows how the digital mode of payment
has been adopted by banks and its customers. The figures are nearly doubled in the span of two
years which shows the growth in digitalized frictionless banking.

No. of Transaction Total Amount (Rs in million)
Particulars 2019/20  2020/21 2021/22 2019/20 | 2020/21 | 2021/22

Jun-Jul Jun-Jul Jun-July Jun-Jul Jun-Jul Jun-July
ATM-Cash Withdrawal 6302846 6919199 10169331 | 54763 64389 79458
IPS 596538 1164481 1322174 223651 | 299059 | 275752
ConnectIPS 696447 3204845 4270099 51306 237758 | 369223
Debit Cards 3316554 7465439 11127683 | 25894 66417 83200
Credit Cards 119610 124243 227920 584 859 1490
Prepaid Cards** 5249 17231 57942 36 73 458
Internet Banking 653459 329523 318598 19048 13832 15638
Mobile Banking 5817681 13700993 | 20564308 | 18839 73729 163255
Wallet 10179557 12515904 | 16206356 | 10222 12790 17752
QR-Based Payments - 855566 4281994 - 3651 14526
Point of Sales (POS) - 635599 1173548 - 2665 5183
E-Commerce*** - 52115 68944 - 296 504

Source: NRB current macro-economic and financial situation 2021/22

* Transaction amount of mid-Jul and mid-Aug 2020 are revised.

** Also includes card issued by PSPs

***0Online payment using cards
From the above table we can see the growing banking industry in Nepal, as in the past three years
there has been significance increase in the number of transactions and the amount transacted.

%% | forér e aa JRemT B |



The major concern of us is that the banks have been able to transform themselves digitally.
We can take a glance at the increasing number of ATMs, the number of debit card holders, the
number of credit card holders, the mobile banking users, the internet banking users, and all other
services.

Where can we be in next decade

Technology has been unstoppable driving force in banking sector. We can only guess where we
can be and what the change looks like after a decade. Banks are under pressure to deliver digital
customer experience. Digitalization in banking has made banking organization to rethink on its
plans and policies, organizational structures, projects, and other factors of banking. The devel-
opment in fintech has attracted customers with products and services that are more user-friendly,
efficient, and transparent. Such development has benefited customers in terms of saving time
and cost, reducing risk, and improving compliance.

Banking in future will be smooth and frictionless witnessing transition from people driven to
machine controlled in years to come. The banking and lifestyle activities of customers will
come together with touch of button. The newer technology with artificial intelligence will
ensure that the customers are always connected and digitally enabled. There could be checks,
balances, security and risks covered which is likely to be embedded with underlying modern
technologies. Customers might not have to think about banking by next decade. Once you drive
out of parking lot, your car might make the payment of parking fee. You tell the bank to make
your bill payment of regular utilities like water, internet, fee, etc., your account may be automat-
ically debited when such bills are due. You may be offered credit based on your credit rating on
the instant moment of making purchases.

In a decade, banking will be behind the scenes and will be hidden behind your daily activities.
To conclude, the concept of banking will remain, but the delivery of banking services will move
outside the commonly used modes. The next generation applications will be tailored to serve
the lifestyle needs of the consumer with connected ecosystem and IOT/Al enabled which will
potentially trigger a banking transaction but albeit invisible.

Refrences
https://www.asianbankingschool.com/our-programmes/centre-for-digital-banking
https://www.bankofbaroda.in/banking-mantra/fintalk/articles
https://www.nrb.org.np

https://www.kpmg.com/socialmedia

| 3fraet | 9]y



Behavioral Finance, Advancement and Today’s Context

“Pratigya Bhatt

Introduction

The term finance can be understood as the system that would involve various activities such as
exchange of funds between the borrowers or lenders, which then gets followed up by investors.
This formulates the level at different points from individual to national economy. In simple
term, finance is also understood as broad range of activities that is associated with sectors like
banking, credit, debt, capital market, investment and ultimately with money. This would look
over entire series ranging from overseeing, creating and studying money, which gets further
operated through credit layer, investments, assets along with liabilities that would make up fi-
nancial system. Sahni (2012) believes into the aspect about how investor's perception would be
greatly influenced through past performance of stock market at any phase of time.

Behavioral finance would comprise of various elements, that can have regarded as the outcome
of psychologist along with sociologist who have been arguing how human beings focuses upon
maximizing their utility. Regarded as subfield of behavioral economics, this form argues the
aspect where making financial decision for investing people would not be as rational as that
of traditional finance. After all, behavioral finance is the study of effects for psychology over
investors for financial markets. This would then focus on explaining why investors do lack
self-control and act against their own best interest for making decision. It looks after the cause
because of which personal biases exists instead of facts thereby.

This field of study combines psychology, economics along with other social science that would
help in identification and would help in understanding the fact about why people would make
certain financial choices around. It would then help advisors, through which the development
of long term relationship with their clients would build portfolios that would be appropriately
suited for their clients there. An important aspect that behavior finance assures is in regard to
understanding the fact about how financial decisions around the basic areas of things like invest-
ments, payment and risk along with personal debt would be carried out through any influences
of human emotion based feelings, how the biasedness can be around and how there would be
cognitive limitations of the mind which would be focused upon processed information flow
around, for responding to any type of informational flow there.

Statman (1995) explained the aspect dealing with behavior and psychology, which would in-
fluence individual investors followed up by their portfolio managers regarding any type of fi-
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nancial decision making that would count and act within the process in terms of risk based
assessment, that is the process of establishment of the information about appropriate proportion
of risk along with issues of framing.

As seen, when the impact of Covid-19 came around, the share market around the world started
falling down in drastic manner. Be it European Share Market, American Share market or Asian
share market — investors started panic sales concentrating on their previous estimate too. This
was an important aspect which was undertaken or underseen thereby. So, the impact of inves-
tors, their behavior is all seen thereby. Kumar and Goyal (2016) regarded the side explaining
there won't be any considerable relationship between occupation of investors and the irrational
decision making.

So, what makes financial behavior defined for any human being is their need and requirement
for maximization of utility through the resource that they obtain. Human beings, then tend to
act in similar manner through which various aspects, or various proportions would be looking
for the base filled aspects there. They would all play some type of modified and significant role
within the picture and then. Everyone, when rational would want to maximize their wealth, and
hence they tend to act in some specific way. Robert Olsen (1998) has described new paradigm
or school of thought for comprehensive and forecasting behavior for investors for creating ac-
curate and correct type of investment decisions, through which the point or the cohesive theory
would be implemented along with different set of sub theories.

Historical Progression of Finance

The story of finance can be tracked out from start of ancient civilization. This dates back to more
than 3000 BC. Finance is not just about money and investment, but looks after every aspect
that would seek financial value. Looking after every aspect from personal finance based man-
agement to corporate sector, this aspect looks into various dimensions around. Back then, Jews
were not allowed to take any sort of interest from other Jews, but they could take interest from
Gentiles. So, the trend in 1200 BC, when Cowrie were used in the form of money by China. By
the time of 640 BC, Lydian’s started sharing coin money to public thereby. And then the practice
regarding money based representation started from the time of 600 and 570 BCE as well, where
cities within Greek Empire started developing their own coins. And gradually, the practice of
financing came up and grew up with the passage of time.

Standard Finance

Standard Finance, which is also known by the name of Modern Portfolio Theory is the theory
that determines the aspect about how risk averse investors can operate in construction of port-
folios for maximization of expected return depending upon the bases of any market level risk.
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This theory is purely dedicated and focused upon about how risk averting investors can operate
in construction of portfolios for maximization of expected return depending upon the bases of
any layer of market level risk. These theories can then be used for the construction of the portfo-
lios which ultimately minimizes risk for layer of higher level of expected return. An important
aspect that looks here, upon modern portfolio based theory would be really useful for investors
who tries to constructing various efficient portfolios for ETFs. So, here the investors who are
highly concerned about downside risk than the aspect relating to variance could just prefer post-
modern portfolio based theory.

Barberis and Thaler (2003) discovered how benefit of traditional financial structure could be
simple enough. On the other hand, Kahneman and Tversky (1979) worked out to prove how
the concept relating to behavioral finance and regarded father of these latest concept. There
should then be next layer of effort, which would regard Shiller (2003) commenced for portray-
ing through the evolution regarding idea where efficient market would be regarded feasible
enough for micro level instead of macro level many years.

There is a strong belief explaining the fact that standard finance, which is also known by the
name of modern portfolio theory is dependent upon four major foundation blocks - investors are
believed to be rational. It regards that markets are efficient enough. It then believes that inves-
tors should rather design their portfolios as per the rules through use of mean variance portfolio
theory. And, the expected returns are rather the function of risk. So, there lies a modern portfolio
based theory, which is modern enough as it dates to the time of 1950. Investor follows logical
and rationale attitude to take realistic decisions (Nozick, 1993).

Here, the investment based risk and returning facilities should not just be viewed all alone, rather
it should be evaluated about how this formation of investment would affect entire overall portfo-
lio based risk along with return. It would then show the fact about how investor can ultimately
construct the portfolio throughout in different multiple layer of assets. This will ultimately max-
imize returns for certain layer of risk too. So, variance along with correlation through individual
investment based performance can be tracked down. Standard finance regards the fact about
how investors would go risk averse, which would be less risky for portfolio for riskier through
any given level or returning aspect here.

Standard finance is all used to determine the minimum level of the risk that is there for expected
level of return, which assumes the fact that investors will ultimately favor the portfolio through
lower risk level over higher level of risk for the same returning aspect.

In this phase of finance, it was found that people would highly accept standard finance based
practice to get their wants and needs satisfied. It is based upon following assumptions.
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e People are rational.

» Construction of portfolios is done as described in mean variance.

» The habit of people is about saving and spending as per standard life cycle process.

» There is expected returns of investment which is accounted through standard asset based
pricing theory.

» There is efficient market.

An important advantage of this finance is that through these form of finance stock investors can
use various portfolios for government bonds, ETFs. It will go significantly lower as the govern-
ment bonds would have negative correlation through the stocks. Here, small investment within
the treasuries for stock portfolio will not have any layer of large impact upon expected return
because this will ultimately create impact over reduction of loss. This theory was also helpful
in reduction of volatility of US treasury portfolio by keeping 10 percent in some sort of small
cap value indexed fund. Here, the theory would then allow investors for construction of more
portfolios where every layer of possible combination would be plotted over the graph through
the use of portfolio based risk upon the diagrammatic figure.

Behavioral Finance (First Generation)

The subfield of behavioral economics, that influences the biasnessnes which can affect finan-
cial behaviors of the investors along with financial practioners can be understood as behavioral
finance. It plays vital role in determining the behavior of investors. It can be understood as the
framework where the augments related to some parts of standard finance would replace the next
part. It would also describe the behavior of investors along with managers, which would then
describe the outcomes relating to interactions through investors along with managers within
financial markets. This would then prescribe around through effective behavior within investors
or the managers around.

Psychology can be understood as unspoken aspects of the degree through biases along with
which or whether the results through the biases are not varying over the period of time or are
some sort of homogeneous cross ways based individuals as explained by Kolin (2009). Shen et
al. (2017), found out how commaodity specific type of like optimism or fear or joy could have
remarkable influence for individual based commodity and returns for other set of commodity
that would work around for market based index and returns there.

Efficient market hypothesis believes that all the information is reflected on the security prices
when the market condition is efficient (Fama, 1970). Investor*s perceptions are greatly influ-
enced by the past performance of stock market (Sahni, 2012).

| 3fraet | q2%



There are different aspects from overreaction of the market, reversal to mean returns, low P/E
effect, small firm impact, delayed absorption of new information effect that all sums up here for
creating an impact. They do have major role here. There are two major pillars explaining be-
havioral finance, they would include cognitive psychology that would explain how people think
and the second pillar is limit to arbitrage that would define when markets would be inefficient.
This field was first studied in 1980s, at the time when cracks started appearing within what was
considered then under efficient market hypothesis. From looking over mental accounting to re-
alizing behavior, they do make some sort of impact here. Lewin (1996) expressed his firm belief
explain that the debate over psychological assumptions can be regarded as small piece of any
high guantity based intellectual debate that would concern the relationship between economics
along with other human science, basically dealing with sociology.

It can be regarded that the concept relating to behavioral finance would evolve around as sys-
tematic exodus through rational decision making process through conventional finance. There,
within the trend through field of behavioral finance, it can be seen that there would be some layer
of development of track where most of the studies had been conducted through deviation from
field of behavioral finance. It is often regarded that the concept relating to behavioral finance
was first started in early 1980s where the investors where often regarded to be irrational from
economic point of view, where frequent falling victim for cognitive biases within the pursuit of
what standard finance would term rational needs. There would be research that would further
help in identifying people who would be termed to be normal depending upon wants and needs
about how they exist and they would rather look after cognitive errors along with shortcuts.

It is that field of finance which would propose psychology depending upon theories for explain-
ing stock market based anomalies. Regarding it as a part of academic discipline for behavior
finance that would explain how emotions and cognitive errors would influence investors, there
would be some sort of decision making process here. It would also help in involving the re-
search based task that would drop down for traditional assumptions over expected utility based
maximization through rational investors within the efficient markets. It then helps in explaining
why and how the market could go to be inefficient here. This section looks over entire set of
perception over risk along with return which would be significantly influenced through decision
about how problems would be framed, where emotions along with herd instincts would play
important role within the influencing decision making task. Here, heuristic driven biases along
with errors would be framed through dependence that would effect emotions along with social
influence that would lead to discrepancy within the market place and fundamental value there.

Psychology is unspoken on the degree of the biases and whether the results of the biases are un-
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varying over time and/or are homogeneous crossways individuals (Bovi, 2009). It believes that
investors don't participate in entire asset and security behavior either but are highly influenced
through historical high or low trading stocks here. Human behavior is comprised of various as-
pects like greed, expectations, circumstances or greed - which all shape to categorize and shape
over human behavior around. It is entire set of behavior that would define how players within
the market behave in rational manner.

Second Generation Finance

In this form of second generation finance, the brains of the bunch of rational people, which was
explained in standard finance are never full and complete. They are rather immune to some sort
of ignorance along with cognitive and emotional errors through which there would be process of
large proportion or amount of information that could be carried out in quick and simple manner.
What was explained in standard finance was that the rational people of standard finance would
be described to be more comprehensive or immune to the set of big range who would make
cognitive or emotional errors. The rational people is believed that they would never commit any
sort of errors which would mislead them for concluding the aspect where future within foresight
would be clearly noticed as that of past within hindsight or confirmation based errors, that would
ultimately mislead them for looking evidence dealing with discomfort. Here, the rational set of
people would never commit any type of emotional errors that would be exaggerated for fear

along with unrealistic hope.

Winners too
Quickly

Disposition Effect

There would be emotional benefits which would answer to question about how something
would make anyone feel. There are rational people who would separate their roles as investors
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through their roles as consumers. As an investor, the rational people would care only about their
utility based benefits - from high returns and low risk. As consumers, the rational people would
care about expressive along with emotional benefits here - example: the people who would care
about expressive and emotional benefits for being true for their values would begin through
maximization of expected returns. Normally, people would often commingle utilitarian, expres-
sive along with emotional benefits. There might be restriction of investment for those consistent
through their values, which possibly would be around for sacrificing the utilitarian benefits for
high and expected returns for some sort of expressive along with emotional benefits for being
true for their values.

Observing the interplay through wants, knowledge along with cognitive and emotional short-
cuts or errors within behavioral portfolios would all be set and kept here.

In this phase or generation of finance, the behavior of people was rather described as 'normal’
rather than 'rational’ or ‘irrational’. It was believed that people would have different set of wants,
that would be different for each set of people - a different one for rich, freedom from poverty,
nurturing children or families to people who would want high status. For any financial activi-
ties, people do have choices of applying knowledge about cognitive or standard finance that are
never full and are rather immune for ignorance or cognitive or emotional errors that would stick
or trouble around. People or the investors are believed to be rational, with the belief that they
would not commit any sort of errors - hindsight errors, that would mislead them in the future
anyway.

This formation of finance regards that people, basically the investors are rational who owns full
phase knowledge and regards that they would never commit any sort of emotional errors - be
that for exaggeration or for the fear or any unrealistic hope. It assumes that people are rational,
and would play separate role when they are investor and when they are consumer. At the time
of being an investor, these rational people would seek utilitarian benefits, through high returns
and low risk. And at the time of being consumers, there would be people who would look for
sensation within the care seeking to be more expressive or the emotional benefits. This would
result in the scene where people who would care about expressive or emotional benefits would
seek various aspects through any possible picture through any set of dimension around. There
also exists people, who are normal and would often turn out to be utilitarian, expressive or hold
emotional benefits within the same time.

The normality of people in second generation of finance it is believed that the people involved
around would construct portfolios as described by behavioral portfolio theory. Their portfolio
would be extended beyond any highly expected return that would have relatively low risk for
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such set of opportunities where people would be of social type, and their responsibility would
be all focused upon maintaining social status for the well-being. People would save and spend
through prescribed manner within the behavioral life cycle creating some layer of impact too.

Varchaver (2008) explains that there are not much anomaly, which would set academic circles
for every time when they would find something that they would disagree upon for their efficient
market based theory too. Framing errors are one type of critical kind of cognitive errors. The
impact and consequence had been there since long period of time as explained by Kim and
Meschke (2014).

Second generation of finance has following basic assumptions:
e People are normal.

» The process of portfolio creation is described through behavioral portfolio theory, where
wants extend much highly then their expected returns.

» People, or the investors also seek for social responsibility and social status here.

» They save and spend as per the behavioral life cycle theory here, where impediments
would be weak enough.

» There are expected returns over investments that are accounted for behavioral asset
based pricing theory, where difference within expected return would be seen.

» Markets are not always efficient in the sense that would price away equal value within
them.

This part of finance regards that human beings seek three major benefits through their invest-
ment - utilitarian, expressive and emotional through every set of activity, product or services
that would involve around. It is often explained to be mosaic where each tile would matter
through unified image emerging process.

Ritter, (2013) explained the aspect that through the use of behavioral finance through the use of
models, it is important that things will be narrowed down in comparison to those who are based
upon Von Neumann. He states that the process relating to behavioral finance would have two
building blocks through the means of behavioral finance which would depend upon more means
than they are dependent upon variables through process relating to behavioral finance. First, one
is termed to be about cognitive psychology and the second one is explained to be arbitrage. Grif-
fin (1992) had explained that there lies irrationality and self-defeating behavior within people's
behavior and attitude in regard to traditional finance.

| SERICE] | Q03



The Cycle of Market Emotions

Paint ol Masimum
Financial Risk

“Wiow, i | Sman

¥

“Temporary set

baek — Fm
gl long-ierm Iresior.”

Preint ol Maximam
Financaal I Chpporiunii iy

The figure above clearly shows how market emotions are framed and how they are shaped.
On the other hand it was Wickham (2003) who explained how the level of expected returns
dividends and financial stability are through the firm creating serious investment consideration
for any individual based investors too. There exists a various set of theories that believe how to
market exceptions would be resulted through a behavioral set of deviations at various phases of
time too (Khoshtinat and Nadi Ghomi, 2009). Here lies the belief about how the perfect way of
behaving with each other would be explained in regard to the various aspects and dimensions
around setting the layer of perception within the mindset of people at any phase of time here.

This aspect believes that any investor would seek for financial security, where they would want
financial freedom and secured future too. An investor would want to nurture his children and
families in appropriate manner, where they would want to stay true to their values with good
social status too. Such investors would want inclusion and respect with fair practices too.

Conclusion

What matters the most in this case and through all these sets of findings is perfectly related with
the behavior about how people behave and how they perceive things through any possible layer
of the task at any period of time. Behavior finance does not let where the practice or trend is
being conducted but has huge implications in setting and determining how a various set of tasks
can actually be created through various phases within the specific period of time too. These as-
pects do not just simply explain where investors are moving but have a bigger layer of reflection
explaining the practical behavior of human being and their psychology through any means.

Human behavior in every aspect and in every dimension is changing. They do have an important
role to play and circulate - the perception that is being set today for any task and period would
certainly make a bigger set of impact through any layer of possibilities here. It is, therefore
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important that there should be a clear understanding of pictures relating to those possibilities.
Behavioral finance has the belief that explains how the financial task and activities would be
modified or accommodated through any surface or base from any set of activities. Every investor
tries to be rational, but that does not get limited there itself - there are several spaces where all
these aspects would mark and create impact. It is important that they have some set of relatable
procedures within the aspect at any period of time hereby - they would all work around, through
every set of means. Their behavior is all identified and triggered through every pre-defined set
of attributes creating an impact upon them.

Behavior finance helps in true understanding about how investors would react upon any
financial behavior. As it deals with various sort of influencing sector - it holds the belief that
regards how investors are not always rational, but they do have their own vision inspiring them,
influencing them and guiding them for overall limit based structure. Investors make investment
on the basis of their own knowledge, along with their capabilities there and get influenced
through their own biases too. Investors hold some set of perception, or hold some set of vision
for any possible layer of task around - ultimately leading and creating some sort of decision. This
decision is highly influenced by their learning, attitude, culture, family background, income,
society, etc.
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Women in Mountain Tourism: A Nepalese Context

*Aaditi Khanal

Started since the late 1940’s, mountaineering and mountain tourism are the most popular
sectors of the tourism industry in the context of Nepal. According to the Ministry of
Culture, Tourism & Civil Aviation (MoCTCA) (2020), 414 peaks have been opened
in Nepal for mountaineering and related activities. However, the mountaineering and
mountain tourism arenas could also not remain untouched by the unforgiving impact of
the pandemic that started in 2019, traces of which are still strongly felt. According to the
latest Economic Survey of the Ministry of Finance (MoF), the number of mountaineering
teams has decreased by 92.0 percent to 153 climbers in 2020 compared to that of the
previous year. Similarly, the number of mountain climbers has fallen 95.0 percent,
from 8,254 in 2019 to 447 in 2020. With the decrease in the number of climbers, the
royalty received has decreased by nearly 98.0 percent compared to the previous year’s
corresponding period, reaching Rs. 14.979 million only in 2020 (MoF, 2021).

People generally associate Nepal with its popularity for tourism, with a special emphasis
on mountain tourism, which is the focus of this article. In that, they immediately connect
the dots with the mountaineering and mountain tourism sectors, which are overwhelmingly
popular. When one thinks of mountaineering and mountain tourism, people generally
imagine Sherpa men guiding the treks, leading the tours, and summiting the mighty
mountains. Despite the fact that we see many young women stepping ahead and creating
a unique niche for themselves in the mountaineering arena, many are still involved with
lower level jobs in various sub-sectors (Upadhaya&Upreti, 2008) of mountain tourism in
particular and, of course, the tourism industry in general.

When we talk about sustainability in tourism, it cannot be achieved without decent
work, gender equality, and the empowerment of all women (Araujo-Vila, Otegui-
Carles&Fariz-Brea, 2021). Doran’s study in the year 2018 indicates the four different
constraint/dimensions that act as barriers to women’s participation in mountaineering
tourism. They have been identified as’ intrapersonal °,” inter-personal ’, “structural’ and
“family’ dimensions. The study also highlights the fact that there is a growing bundle of
literature which examines female participation in mountaineering and climbing activities,
although this is almost exclusively from a recreational perspective, and at the same
time, the participation of women and their experiences in mountaineering tourism has
been neglected, with only a few exceptions. Hence, this argument definitely indicates a
knowledge gap and justifies the need to ponder more upon the participation of women
in studies to identify the role of women in mountaineering as well as mountain tourism.

* Researcher & Content Writer
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Therefore, the major objective of this study is to review the available literature as well as
authentic data that highlights women’s participation in mountaineering and mountain tourism,
which would further develop a conceptual base for academicians, students, readers, researchers,
analysts, and learners to explore the participation of women and bring to the notice of those
concerned regarding the same.

Historical Account

According to the University of Wisconsin-Madison (n.d.), to study history is to study
change, which helps us understand and grapple with complex questions and dilemmas by
examining how the past has shaped (and continues to shape) global, national, and local
relationships between societies and people. However, the historical context of women’s
involvement in mountaineering can be a source of contention in and of itself.Different
sources provide different timelines for this.

In one of the articles published by Staveley-Wadham (2021), it was during the early
nineteenth century that a French woman, Madamoiselled’ Augeville, became the “pioneer
of women climbers’ as she made her ascent of Mont Blanc at the age of 44.

According to Froderberg (2018), the first female summit of any known world record
was maintained by Marie Paradis, who was an 18-year-old French woman and who had
climbed Mont Blanc in 1808. Later, in 1838, Henriette D’ Angerville made claim to the
same peak, popping a bottle of champagne at the top of Mt. Blonc. Similarly, English and
Americans started ascending the mountains equivalently. Lucy Walker, in 1871, claimed
the crown of the Matterhorn. Fay Fuller reached the top of Mt. Rainier in 1890.

Along with the historical achievements of women in mountaineering, it is also interesting
to learn about the chronological discrimination of women in this field. In this, Froderberg
has further included that wherever there were mountains, there were women climbing
them, and plenty of men who enjoyed their camaraderie among some other men who did
not. One interesting incident in this regard was the 1963 American Everest expedition,
in which out of 100 applicants, there were three women, and none were chosen, as it was
attested to the weakness of both sexes, and women who would not be strong enough to
carry their load and endure the harsh conditions, and men who could not be trusted to
behave properly in their company. Aside from this, there are numerous other cases in
history that show discrimination against women who pursue mountaineering, whether on
a personal or professional level.

In particular, going back to the history of the Himalaya, the British climber, Alison Jane
Hargreaves, was also making history. In 1995, she was only the second person in the world
(RheinholdMessner, the first) to ever have solo’d Mount Everest without oxygen. Sherpa
would be the first Nepalese woman to summit Everest in 1993, though she perished in bad
weather on the descent.

0T | fréra e @it J=err o |



DINDT dIffic JIfATAET T2l BRI>bdich] IbTDRD

) AT FATAT TET FSATATHT

BRI Hd FATAAR TA1 TadHb A g8 09z AT 991 9% &1
TaTaTe FATSATAT THT AT TUH! G | TAHT AT PITHT ATl AT TET
FATATEE THA (4.8 095 AT AT TATATE TSATATHT HATTHT B |

falifa¥d

FITH FAAHT HFT BATTT TaIT

92



3. Y€ FEAFR At MeRan

R THE FEBR ATHRAD AAHI

e qar Fil WA Huere A fqwy o fAE gHE
FRENT ATTERAR ¥ Y FIHA ¥~ T 9.8 085
FEST & M ATE A9 gIAAT | TH e afq Al
THIE JET HITHT FTART g~ |

UM AXHRB! (AT THITH AT GIPR ATHATAT R
gfatafaer TqHT = oS AUSHT HIUH THE HUFNR
AgFHAR! FHET T T (A" 0095 #fEw 3 T
e @fas ATSTAUHAT & HEAT HIUR FABRI THEH!
ATAFTT B9 |

¥. TS SFEHT AACHAT FAHA

FIT AT 00 AT FoAl FEA JEIRIHT AP THITTHET A0S Sebee qreaferd
T A~ACRAT FTAHH BT ANSHA, FISATSIAT T TH G |

o, frake

dTeh AT ATANTATE AT fafgd TeIeTT T Huare =artad Aeaaiardr I Serd
FHITSTHHT IFHIAREE BTl TITAT JATHT HAh [AUH B |

s Am 9T fraies fAfa

1. AT A9 FAtEST Elte) 3095 HTH 3 A

R AT STad FrIepiar Ele] 3095 ATH 3 A

S Y i 306G HTH 33 T

1 I IR AL TEEF AR 05 HTH I3 A

Y T AT AR T FETAH 309 AT I3 Td

% 7 fermar sirefr LEIRRCFpED 309z HTH 33 A

9%

| feréra e st JRerr B |



S
<.

q0.
1.
9R.
3.
9.
4.
9.
qu.
9z.
q<.
0.
.
R

A1 fasrarAr fag
ofT reheT Srefr

T Fladr @i
T THT TR

A7 Arar G

T quT W

ofl ITH FHR AT
AT AT FAR FETET
T 9Tk ITH

ST T GghT
o e JAE HE
o7 feweiRTa aw=are
2T =75 JHTT qI0S
ot feear sm=ma

1 ATSTAT AT
T U FHAR AR

%. QU FEHA FoATAT

FHIIHT AAIH FHANEEATs AleTd T |, 095 AT 3 fad AfqHEer afaw

FUHH FoATAT FAT | T T HUH GFI0 FHANREATS Aledd TR FFIEX
qEAfeg AUNAH FTHFHA 06, SEH F=ATAT AT |

o, wefer forefta HearET sRiRaT

= \aj_, ?O@:‘Fﬂ’ \ﬁ \ﬁ ﬁ,\ Qﬁ ﬁ ? . . N w

Q00 {TH I3 A
R0z H{TE I3 T
Q09 | I3 A
Q09 HTE I3 A
Q09 HTY 3 A
Q09 HTE I3 A
300 WH 33 T
3095 HY 33 T
Q09 ATH 3 A
309z HTY 3 A
Q00 {TH I3 A
309z HTY 3 A
Q09 HTY I3 A
Q09 HTE I3 A
Q09 HTY 3 A
09 F9TTE@ © T

IS, FISATSIAT T A~ARRAT HTIH T T THl G |

|53t |

R4




©. TE FAFR AaERad! g

AT PR (AAAREE) H 4.8 06 @R 9% F o aHitaH FuH K e
FRAFN ATgeha T 27 7T Ay (Hah g190H & | HITHT Jelehl @R q97 T89R
TEUHT bl HAFEs

R

R, ISl 08 HEW T WG g5 HiEATHl AAGHT T & FT aTfored g fafqed ol

FTIHHER! GRETU T FERIAT TEH T |

T T FITAT b A FEAIAT g7

& | forér e o JRemT B |



P T RIS dF 1= TERIAT 51

BT T gISH dF AT GEBIAT 57

PIT T T Feb ST EAIAT g

| e |

296



FIT T AGT=, dF AT TRBIAT g7

T T Gl deb AT TERIAT 57

R4z | feréia qer @it gRer B |



Q0. FITHT AEASE GFAAT oIl &b qTqA AATAATS AARIO T HAb] FHA ATAAT
TR T | AGET AATAT oTET FrAT e s e A 9ok, e uve fue fagsr (v
G g T GHF qed Tdd FHARIATE GeITET Frafead Gehrd qo7 gl I T3,
G Rrar=R He T BTRAT TH HAIR) IRMBT AT AT (TAF  FHEATUD]
SA{GAHT T FL A, A1 T qaT Hifger THT SITHHAT &9 T FET) AT a7
FAFHHEEH ToaTd AUH B, |

FHET FATUTHET ATHT TR AR FHAFEE

| 3faet | 9%



99. B faiE &Rt s=aRieeg e (fava S, ufgaret fawrer S, avaiies faa
T AT G WEhTd T gEATad & IR (MY F9HT SR TRER P |

FTTHT grarate 7 faea damar BITH THE FIAFTT AfIHT T TFATAT foarer
gfafafirdre gasa g3 SepepT GIATTIEs STher TO=TT HITH FIATTTAT

R FYA IAEA Jhg T T FaAGT TEI=IHT 092 AEAT 90 T 99 AT feaerar T
HIZ ¥ T Y AT ARAHT FAFHAEE T8 TR G |

faY

gITETHT TFI FIAFHB T

YITETHT =TT FTAFHHAT AEHTATHE FATTTT fe7d TeoTfiEs |

R0 | feréia qer @it gRer B |



RAGTHT SATAINIT FTAFHEHT THTITT 09l qeariizs

9} FIUS ¥ AT AMGF IcAadl dAAHT fafq ATl HAIY Geldg FEHRHES
ATITSTAT T ¥ TR B |

n fat fa) 2

N NN N s s s n o Y Q o Y n
bIHPl brald PIYTAHH] b[IIT PHHAITES APl WUT hddel GeTdied HTHlgP TR [9ATIq |

o~

| @rsshat | R



PITHT 9TTET FTATATAT AT FHATRINEE SIerwl TATU Hade @iy ardfes afew fg=mas

T AT FTATAT TAT STTET FTATATHT FIATT FHATNEE STebl TATI HaweT
A ATHlEF arEy f@aras

R | feréia qer @it gRer B |



Q¥. HUF ATMH IAAH! ATATHT 00 A% 34 Td GAT THA HAHA FoaTad
TRl |

BTN ¥ ST AMTF FATHI FTAETAT ATAINAT Gocdl THATT FTAFHHFT FHAFES

v i gqEse

| @rsshat | RE









Q)

foralu a2 it IR20T By

Deposit & Credit Guarantee Fund
BIc 5l : QLO-A-88°989, 8890&YRQ
Email : info@dcgf.gov.np

789937 " 127462





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /None
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /None
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /None
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




