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The unaerdeveloped ooonomy aufi$rs from one of tile 

main obstacles to ~C1p1d inttlootr1tol grotllth of the country.,. 1'his 

shy# inft~oetrueturnl facilities are lac!d:ng, peoples' technical 

lmov1-how is limit~lL\ resou~e..<:t for provision of ~ratt:~iru_$ ax-~ 

also not expenced, The eeon~~~ of Nepal is no exception. 

·Despite the forme'!tion of several uevelo)9m~m.t plans,· tl'fepal has 

yet to me1te in!.t:ta.l braalt. through in its quest of int1ustrial.i$*1on 

the economy oit. br!nuing about stx:ur.;tural cbange$. 

The !ndustr!Ql Pol!cyt? 1991 of Nepal has given & 

mocified definition of indust~ie$ in Nepal as foll~4s a 

(a) Co-ttage Irtdu.atry 1 lt denotes an incustrJ;Ql. enterpr.ise 

in \-Ihich !nvestrr.en.t in maehine~J:r eqUipment ant~ tools tloes no~ 

exceed ns~2 lakha in volue and in which fi..~ asseta do not 

exceed Rs. 5 laldls~!. 

(b) · Small Industey s lt clenotes an industrial enterp.riafl) 

in vJhich investment in machinery• equipment ani! t<"..ols exeecc.ls 

· Rs o 2 lakbs in value f~t1 in t·Jh!ch f!:xoo assets do net 

¢Xeeed ns. 2 milliono ·: -- -~ 

(c) i4ed1un Inth.wt.l.'Y a It den~s an indllStriel enterprise 

in ~Jhich :t!.lted. esse~} !.nvestmcmt exceeds RS!:2. mi:ll1o~ but 
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(d) 1Jatge Xndwtr«J t It dencte$ en industria! ente~rise 

tn wl'l!eh tnves~ce~t in f:Ute61 a~s~ts exceeds Re .10 m1111Qth~ 

r¢>-served for th~ ~lepal~sttJ inttC$tO:~.. Um-1ever, e<aJ:tatn 

pro,Jieion$ e.u:e lait1 a~ i1'i d±ffarent 1m~ .. \$'tJ:iel ptllliey of 

Wepa1 in favour sf p~ivate !nv~ttnent.1 

The ~anufaetutin9 !otaootarie~, t>ihieh are mostly 

in. the public $et:~~.,. account. for l~a~ tl'lan 3-4 pel:' cent 

of the OOP and t:.he ooote111 (~g~tereti 'fints. only) employ 

abzlut 65~ 000 pe~sons 011': 1 pe:t" CEm't Qf tbe total lebQur fOl:eOI 

t-Jhile cot:taqe ana E>t7.lell.•seele !naustr£cs. which at-e in the 

private seeto1r, c.ontr:~a about 1$. pe~ e<;nt to the®~ 

end engage ever §'!)OO m:t.llton pc:r$¢lna tbough mostly on s. 

part .... t1me loesis .• ;. On the ~thole~ only about. 5 per cent of' U'le 

~onomically active r~pulation ofi &:ifepal <i~depenf!Jent Qn 

industrial activity w a soume ·of l!ve.l:ihQOd~ 3 

Ine:1J.mtrial; :oeve*gpms:;ntr unt1el:' t11~ · '&~,lp . Pe!,.\Od, i Being maf.t!ly 

an egrieult.ural eou..Vl'tt"\J, incust!iial.!sat±on has a brief histo~"' 

in t,Jepal~ . thott9h the~e fbv&.<eJ a goe,.(l eeel (;)f evieenees of 

u inaust.tiol act.ivit.1f' :f:com thn~ ~l¢nY..)rial~r 



101 

t·lith· the launching t:)f planning in 1956., r~er...al ¢ntcrcd 

into planned pre>ee$s o.:f industrioltsatton• Since the~ the 

uovemment of Ner;;~Gl lnid keen at~ention to the. t::J.evelotxnent 

of the industrial !SQ(.!'tot of the country. 

The F.trst .Plan r.te~:iod (1956-51 to 1960~61) diti not. 

conta.tn any specific J:,;)~r:a~e or: target on the !ndu$tria1 :Etont, 

thO~Jh •produ::tio~7t increase and 't10.t"k to tbe unem,9loyed' 

~t;:Onstitute one of the primacy goals. The t:>loo elao ~peeit,?ied 

that. a •mtxee eeon~""nic sy$t~ • t-till be the besie Pbilosophy 

for carrying out ooooqn!c octivit!e:iJ. a.~e. enterprises !n the 

country• During ~he fiVQ ye~ pel!'iod sa~ major developments 

took place in built:H.ng phys~.c~ anc. inat.i'tu.t!onal infra-structure 

for the :future in~ust.rial \:~~'V'ole~'tlt~::~ nuring the plen per!oe. 

e couple. of rice ~nil oil mills t:et(!) established in 'the privata. 

sector.; ~steblisrnTIC;nt o£ ee.me\'it; sugar, ci9ar:ettes, t.extil~ 

paper. il"On & steel p~oducts w~ made. it0t1eve~. Only Timbe.e 

corporation in tho public sector t:i~ eet -~~ The Bt..tgar lU.ll 

and Distillery at Sba!rahat>la.t the Jute t:Jress and Nylon Butter: 

Factory at. £\ir:atn&jji.;ll!', t.he t.~eteh Faetoey at N¢palc;;onj and the 

Ealaju lnilustt:i<:t.l Bst&te at 'i{~hlnanciu were. stortee. ln 1959 .. 

tho Nepal lm::1ustJ:1al :k.!~lo_r_,ment. corooration (NllX!) was 

conet:itut.ed with the object -.:?f or:tcout'aging industrialisation 

through financial ~d tscbnieal ass!stence to :private 

entrepreneu.,ro a'K1 industrialists$: ~e co~orstion gl!ente 
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loans upto 75 per eont. f:S'If th~ f~oo. aasets o.f ths projee~ 

toihieh alee deemed technically so\:and ~nt! eeonQ-.'111<:-ally viable• 

!J:he :.tndu6t!:'J.al J?Q,:U .. ~y of Nepal w~ ~eel~ in 1957 \tm!ch 

was replooed l:>y a UO'fl ~l.tey tmde~ the Indu~trial Enterp'"l$• 

&et~ 1961• ~·he tr~to~ end l?ootery t1ox-ke~ l~t ~:.roo also i)esefi:!tl 

in 1959~ The 1li$:t.Z Indt.Wtda1 tJOl!ey oi 1961 elas~:d:f:j.ed 

industries into la~ge, metliU~n aoo small eategez:!c:.s · aeeo~itlg 

to the seale of oueretion and off<el:ed n.umero..w incent.iVes ~ 
' . ·~· . . . . ., . ' ' 

concessions, soob as., ten ... yea;r t,~ holiday, bonus :for eara~.tng 

foreign e~ch.ange, nominal cust:cm .ihlties on imt.'"'Orte of macld,ne!!lf•' 

spare pans ooc1 X:G:J mate~iale ~ie! protection• 

!~epal. '$ sooona Thr;-oe•YO~!i Pl. an .(1962/63 - 1964/G$ 

l~unchoo pt'o..jra:tt~ fo~ the !nitiat:lo~ ot: !nat~triel. V~¢ducttoa 

in the tJUbl:tc necto£'i imp:1:0\7~1l~nt. .of ~1$tln9 inilu.tJtri~ in 

the private sec.to~ ostabl.tsh~t of in()ns-t:tr.i.al e$tetE} fo.tr 

p,romotin9 the d~elOQ!!leDt Of $mEJl1 U~{JU$'tltl~ and pt"Oi71$iOI'l. 

o£ \'lecesaaey finClJ~e:a.~l onrl techniQal assistoo(:!e to enctl'w:age 

the establishment. of nar1 .ln~'i"$-tr!~ in the priv~te $eetol1., 

For t;Ccomplishin~l thes:$ pro9ranm~e (including tourism) tba 

plan set. aside 17 pe:;-_ e~nt of Lt$.,'102 .mtll~on of ~~e t~l 

outlay <:~~f ~s .aoo o~lll!on.. a:n th~ public secto~_ in 1965.,. til~ 

a$.~anj su..:;er Mill 41fOOO ton ttai>ly e~paeity)., the. Janal~ptU." 

Cigal'!'ette r:~ootoey (200# OQC mtl~ion stiel;s a.-mual eapooit;Y) 

and in 196S Dit:'g(;#"lj J~glt~tcult~al Z'Ools and Implet;l~~ots Feoto!y 

(capable of tur-n!ng at 1·~~000 p1Gp.-t'OO a year) wore statted, u!th 
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Soviet. hid.. 'l'ha tsensbet:i Le~the&: ·and Shoe l:\nctoey in 

!<att.unanc.1u (annual eex>'aci-ty of 21:, 000 t:>i~es of tan:noo hidea 

and 30, 000 pairs of ohoes) iiEJ!'l(3; the il;:ick$ end :EilG5 lt'S(:~q; 

assistance~ :It G!or;t;t a little ~mer ~ R~.10 mil:u.on. 'l'he 

u.s •A• helped N~pa.l to set ~t~ a S.¢M Mill (;196S) at. aetauck~ 

in t11.e public aeetl$yt; {having 700q.OOO eft. 11nn.ua1 eapaeitr() ·~· 

It cost i:~ Rs.2-.3 m!lliou, The Him~S,tl Ce11ent Feeto~J at 

Ko~hmandu was t~8tabUshed fUtM:lf:;."tl part.!y ~J the Ge~sn gove:t'nrt~nt• 

t"J"it.h :tnd:tan <;mC. ~~~ierican ·assistan.Qe tht:ee it'ld:ustg;t.al esta.t~ 

were sterted at &at~ Doleju en<1 flet~a. sugar. t~ile~ 

biscuit, sta.n·iboew ~ ca~ industriea ~Je~ estGiiol..ished 

in the px-tvate seetat•. 

fJ?he ~hi~ Plan (1965~70) $110¢i~eu 17~5 ~r cent 

of the total ou'cley of rts~2SOO willion ·to :tnd.astey.; mining .~ 

tom:imn. Xt. t.1as tl't'!: d€iClax~e 1»licy. tluring the ~'hS.~ ?l~ 

period to eneouL .. fS!.[t~ indt.lSttiil$t~ thert woulu ~plieit most of tbe 

cou.·1tey•.s ;tn6wtz::ittl and eon<ro~~i~ t:~! met~t..~:L~s ·ane pt<omote 

e~vorts, 'I11Gl plan. p:tx'.>v-i~ett m€.1,:.d.rnum f$.eilit.1~ to the 1/t'tvate 

sector indoot.'rie$ f5tt<t tPJ:otn.tsetJ te> $atablish five n~ indust:t!.~ 

e$tete one eac!h · &t ~!ldt'"~'), ~1;tl.t:a, Nepalganj,. Ch~drti'¥.f~l'hi 
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wbieh would hav<a usoo 1ooal t:€f:;t motert~ls~ ~;et'$ not cw~1o~1 

auring the pl~ ~~:tod. ltl$te~ st.a!~nle$s steel ~d nylol'J 

synthetic textile plants in the t;>rivate $~to~; ~;h,teh \'Je;r:e 

not. plMiled Ql: ev~ msnt.ton~ !n the plGnj but t<Jbich ~sd 

imported '1:&1 · mata~ialof SbQ\1C,.oG Sp~taeula,t" SUCCOO$ Mit 

actually bad the bigh~a't pt<iori't1f 1n the private ~.~ot: 

curing- the" glen ~tlot!~ !i:tJ!.S NISS mainly because of th¢ high 

,p:tofits that C0\1!d be· roaae .by a..~rting· to India~ Cf)nversE),,.y •. 

et. the ena of tb~ thi~d pl~n per1Qd8> the 'as~yea~ oltl jute 

tndutJtry ceciintng in N~ •o .majov ~~ w.t1 t)r,imaey so1$'ee 

of foreign rme11.an,ge c~mins,'l$., recozaed an ou't.put wan below 

that of t.he v~t:;lan ~rlt.Od~ ~e gCJVth:rament has · ~nte:r:eti into 
. ' 

e l~$n agreanent ~1itb th~ fo..s!en H>~alor~nt Senl~ to sr;."'e the 

j·~ indU!!Itr"tJ f~ tl~J.;S Pt'etlie~nt'Q 

In the Fourth l?lan ~rica of. 1970 .. 75. publ!c 

S$Ctor was confinot:t to imt~~~nt of existing publtt:! e.eeto,~ 
' ' , ' 

1ndw::trtee.:- It ace9rcled 11!'911 ~~~s!w on 6c;.vdoping i.rnpO~ 
' 

~nibztitut1ng indtt$tlt'!~~.. -~· regards <*lts'bl!$hmtmt of new 

.tncrustri~~ the pl~ .~pec.t.ed p~tvate sector t.o take the 

lead ana in.ttiat1Vet. A numbal!' of' industt!ee like CiOOJ.Cn~ 

(Jhe~, plyt<JOO.d. ~q/ f1Q>:e.rr41 bt:3et; rice $tl o11mill$ went; 

into operation in the p:t-!\tate necto~·: t?ota1 investment ln 
. ' 

the private sector estim~~etl eo as• 25 etores of t1b!\'3b ns.-13 

c.roree was to be- mooo meill$'ibl¢ t~ the pr!vste s~o~ 1tsaif 

t&s eg~inst Hs.12 e~.;;~res loan £~-a the t'lttc~, Xn the public 



105 

sE;Cto~,. e...r...-rponsion p~grama .£-ncl:t~oo *among othe~ l 50 pel!: 

cent !noreESe in tho ~apacit.y .of t;3irg~j St.1gar z,lill to P~""':.h.:te$ 

15¢ 000 mot.J:ie tohS or .... "ltt~;l!y; 50 ~r cent. ine~as~ in· the 

ca1'oo1ty of Jen~kput Ci9't;lrotto :tiacto:y to p.r:otl~ce a* OOQ 

million ~tiel:s a yoaz and dou.'blin9 Qf thi$. ~iat.f.ng capacity 

of Morisiiichi n::.tel: ®d ~:.ile F~to.ry snit sansban ShQe l?~to~• 

l:t was et?tL-nated t.~at the ~ooeion progrSJ1'4tie €ilene mey CC\St 

the gover.mnent Rs. 5 c:t<>ot'ibS out of total ?st!rnated e;x-p-e!" •. tltt~ 

of ns~ t.o.es eroroo in the ptibUe 'sector. Q'he znuustrial 

.· 
the tax ana othe~ ~1it'fifs so t.l:1at the inv~tom we~e aaequat.el.y 

,, 
motivated to invept ~n i..~flustties tl.f.thout causing c.tspropottion~ 

tevenue loss.. l'-S z:eqau:m ~tnemc.tol ~$tGte.nee.. the till:(; wee 

expectea to ~--pand 3:,ts ct'edtt operation oorl irwestment in ~ty 

srusres to 'the tune o:iZ .nt;.120•1 million .ana Rs~13~i million 

r~peetively duriil{l t;he plan ~~:!od.-

£.t-om infra-struct~ develo~-ne;.-'1t to ·~vle o:-io1~ted pzcoti~Uon 

a"ld mm:im.um tttill!.za.tion of mar~®J~r•" On tho industrial f~nt 

the pian sketched o dctai.led p.r~;s-<:~mrno Si~ifying o:bje'etiv~.,;; 

priorities, activitie$ a..~d ~:;~olic~.~"' During the pl~n peri~' 
,, 

ir1 "'che p-ublic sector ·Hc;rt~ude :f.'O...~t.U.e racto.eyl Bilat.~opur 

of :sugar anc ciga..J!cttes aro lik~ly to ge up subst.antiaJ.ly, 

irn:::t:easing their o~oci·ti~ bJ $0 per cent, the Agricultur~ 
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rroole Factory tvill olso ooaet:t~l~ intJt.sllat1on oi new eqU!~i~erat 

to s t.enrt proiilue;J.ng ca::rt.t1£ugal P~'!lP$ fQJC £r2:ig$tio..~ in, the. ~#ly 

stage of the p;Lan., tJhile ~etl'M~!!' ~d Sb~ •~Seto£Y 1ii11ll s~ 

inereas~e lts tdat1y p,rodootton £~ 200 pairs to 600 pa!.r:s of 

e3hoos • ]lased on t<ll~~unga mangan®Site . d~pos:tts• 25, ooo ·~ns 
of sintered man9€t~ooite, 2, 000 tone of ;~f~O!lY bJiiel~ md 

s. 000 toos of fU$¢tl me;")yanes!urll phosphate fettilb~r will also 

'be proetue~ torrtari!EJ the ~nd o£ t,.'le plan. :tn the Pl!'lvet.e ~eeto~ 

the plat1 f!nv1s~1 Rn. 4.0 to SO ~~res to set up 12"' un:t~ ... · bt!1t 

in reality only bt.st.::~t, lfilct.U"; $Olvent.. inseet:1e16es.. gleaPi 

eatoobt\r re-roJU.in9H sos~ au~Jc~ksho~ anc~ hotel ·and l~¢l£te$ 

have been eateblwbed. ~hus~ the r>len eneouraged private s~t 

by simplifying lie(3ns!rllg providing 1rat1eM · facil;itias end 

concessions. But :pro&O$ed targGt c£1 establ!eh1n~J sane industr!~ 

cia not materialize .fo.r ~1ant f';;f fot'eign assistance. 

pror:,tress in tho ftele:i of !....ul~t~ial t1welo~nt w~ not 

satisf'actoty ch.:ua:itFA~J the W!fth Plan p&J:ioa•. IW :tn the Fo~ 

Pl~ production -to~g~t.s 'll7ere not fixed in most of the 

indust~ies and hence· nothing can .be dLoeerned aboUt the target. 

_.;aehiavE::ment USP• wurin9 tbQ SiXth Pl~ period &.1~0 the 

perfo~anee of ine1usttiiel seeto$ $$ not S$tt!lfaetoey 1Mpit~ 

of the enootment. of th~ nat Xm:luat~ial En~rplfiaes: Act in 1~81• 

Howevarl{ !n th~ s~ P!M only thcse intiuE.&ti'ies that eall for 

the t.~ of teehnolOS"J' ~ level of investment t~hieh :is· tl~~ 
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readily available o~ fo..tt!lecy;ti!U~ :!!-~ tihe pd:vate s~tol!' e.ne ~t 
the setting up of t1hiPh ts tn the national interest ~till be· 

set ~ in tlw pllblic p~tf}1,:q· Qi! the ~ting atete-~ 

im.1ustrie$D those tht::tt ar~ eo®!t!~~ t\'Oftby .o.f b~ing transfeJ:retl 

~o ptivatec secto.J; uill oo scy!~ ou~~ sepc$'a.ta eirt"oogemEn';!t td.li b$ 

made to ·mal~e the publ.!~ eeetQ"'" i"rlldust~~ o-perata s~thly ooti 

effi(:!iently that s;;rill alsQ ~l'1£Jly to Lnoutttiel d1!$1t~1cta. 

t4oreo'Ve.tj, srnphasis t~ill be laic:1 Ctl tbe ~t•lisbm~t of eudi 

industries $S are td~i.gn~ii -to p.t~ote £o~1gn export through 

· utilization of ~ally a:ve:U.oole !ltt!lil ~natetials and to sUbstitute 

the imJ:'.lOt't cam1odi ties ·that ~o ,#;n heavy demand Slleh es eott.or.t. 

t~idles and building mater:iala• . l.n the 1nter:~t. of reg$.Cftal 

tlevelor.ment:, $teps will be ta.V'..en t11l? ·t~ prwi~e special f~!Uties 

for inth.tstrial in:vo.stm~nt ttl til~$ t:l99i-oM wbi<::b entier1111ed t'i7ith 

ttoosll,')Ort and eanmnnication f~!l:~:tie$ and y(;llt ~e lee;g~ 

behind in incustttal;taat!Qti•. · ~'he. !tl~U';ltrial output. during tbe 

seventh Plan period 1fJ· e$timm.tee to 9~-1 $\, 12.1 t~r t;ent em'.tuolly.; 

It iS found f:~ tl1e ~e statements tb* eoob 

plan clevoted eonaJiii~~le att.enttcn .in el~r~ting the 

objectives of !.rMSuvt~iol1set!otl eaa. eonta!nea epee1f1c pro~:.n:~es 

~cl targets.~ au:t 11~ realitYM' ptr~~Jtamnes; and terge~ lu.we 
n<aver been matchstt~: ~~~P'tino th~ first tw plans t.?eeause of 

. -!''• 

initial knml1leoge oil 1?loon1n-g ent1 1'JOl1tiee1 tnsts'bi..:U .. ty .. t:ns 

a~ i:hi.rd;. fourth anti £!£1:h pl~ have sht~sMec:S veey <aisqtrl.et!n.g 

achievementS~ A _ftSt1 mooam· ;J.ndu$tri~s that emergetl anltl· £lottt>i3bed 
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over: the yeaJS were the t'~t$ o:t; fore:t9n Qi,u A"J~ had no 

1Celat!on whats¢oV~r ~t!tb the pl.•• The ctee~intin'G and 

eonfl!ct!ng picture o£ th~ 'prod'C$tion tene (}f ~ajor tnaustri.ee 

.tn Nepal is &.splayed in the 1rab1e 3 .• 1 :belor.<~ 't1h!eh rero'$als that 

the production 0~ md\1!.Str1ef:ll td.t.b 'high pt';\~!:'ity. i.e.~ 9~ 

of ¢!aily n~esslt:.i ant! eonstwetton matet:it)ls, inc:z:ease.O ~ly 
. ' 

til.od.Euratelyl7 ()t ~en eoelttl~ ove~ the. 1~1 of 1974•75.- · ·tm. 

the cont;ftuty. ptooootion of less e~siret1 tlf1~ s~b ~ J.~~t.Q-· 

$'tsinleas st~ utsnsils.· oo.d ~'(;;lt' !nc:r:easetl stgnific~Uy~ ~hs 

olt!eat ana \'lell~steblisbed int~wtries te.g., Jut.e g~.s 

!nduat~s) have f~il~ to tte9tster a eofaStstent inot"ease J.n 

pJ:>oci\¥:tiono AlmoSt .all t.be pub1ie sector !.noustries hava be~n 

0steblisl~ tind~t' b!la:te~:al. aae:l$t~e• capeeity utilizat.lol) 

of these public s$:!tor 1J'l.dUSt~ios {whieh account for 10 ptPt cent 

of value attded) ~~J!::e9ed tQ 66~5 pt3.f: e$nt by the end <;:~f ttl~ 

s .ixth Plan.? 

The inal(l~quacr of mallsrgeri~ t$lent. a.nt1 emperienr:~ 

in business p~~tion end ~ustltatton .iA ~f3ponsible for 

the failure of sG~no· eal:'ly ve.'fltilras in in~ust.t-ial .field• Hm'l1~'tie.t~; 

t.he basic ressone fo~ th.e :fsilu.ra irt $UStGmit19 the ealtly 

effort$ Jn 3-ndus't%'1~1. ~«it\)~ may lie SH'l'IU~lt. !n a st~a of ~1 

pet;-voot.ve baeltt-1ar~1nees of the, ~Qn.any J:tself. s~~y, the 

sl~; grot>;th of inWstrial~~.ton in t:Jepel tn r~ent. yeaJ:S J», 

being th~ over•anr;ilas!s on the tradtng eonn•t.ed t1ith ~JffV~rt 
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'J:able s.t 
r P n >~ 

----·=--........ .................. . .......... ~~·'=" ....... 

1974/75 oooea 19'19/80 Percenttage 
change. - I ~ ...... I ..,. PT.,..~-- ---------------------~·----·----·~~-~~-~-~~----· ------·----------------·---------* 

1. Jute gooC::s 

2. sugar 

3. C.igerett.e 

4. Matches 

s. Liquor 

6. r;;oep 

'· Shoes 

t·!o_Tons 

N!ll.ion 
st,tcl~ 

eooo gro:;;s 

11 000 litrco 

.•ooo pairs 

8.. Agri,to.ols H.~ron.s 

9 • Stainless st.eel r.~.~1'ons 

11, Fertilizer t4.l'ons 

12 ~ Cotton Te..'ttil.e •coo mtr~,. 
13. Ce.mont ~00() tons: 

12,265 

11,926 

30,013 

649 

224 

891 

70 

300 

1#022 

441. 

3, 996"' 

14~ Briel~ & 'l\iles 

15Q Deer 

• 000 pieces 2 s~ 5 "15 

•ooo li.t.res 686 

15" 573 

141159 

17,778 

699 

1;; 147 

70 

201 

450 

964 

297 

29 

1,310 

* 1975/76 production (as p.roc:tuet!on figure of 
1974/?S does not e;de.t) -~ 

source : ~conomic Sum7ey, !•linistey of Finonce-, 
ft.M~G~· Ner)al.~, 

27.0 

18.7 

-·· 40.13 

7.7 

211:.6 

29.1 

... 
- 31.,0 

7.4 

zo.s 
.90.4 
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t-thicb b~ings higlic.r pr~f1ts to investors (mooh IU0%'0 than 

th~ re'tuttl on !rtvest:tilent. in J.ni~:t\at.r,t) ent3. high rev-enue to the 

government..- OVer 60 pc:r: cent of .banld.ng fund~tJ are invested in 

trading activit.i¢$ t:athet.Z: then o~n .setting up indus 'tries • ~J'.lOi>u 

o£ th~ eonst:nler \loOOS produeod ~J lccal !ntlw3trtes has to 

C?mp$te ~:ith the f;ame.• Vat>1ety Qf ~mpotted St;u£f~ 4 

'l:he m~jo~ ;tmped:i,mcnt t.o incustri61 seetor of Nepml 

!::-11 t.he ecttte sb:::uzt&JO of !>0"-'.re,r a..~¢l high cps.t of fuel both 

cot!l ar;~.d pet.rol,eHJmoilt Pt:~$c:mt bydt,~P'OW~r generation doe:s· not 

mG~~t the dernene of ~!St.tng ino.U$·tries~• 

fil~ set-bll1elt witnessed t.n the industt'ial s¢ctor: of 

tlepel is ~ue to u.ttci'. ~ailuxe pf s~pport institut:.torus se:t: up 

t~ promote 1nilust:riat. develor.moo~ to prev.t~e e.'!)sist.ence. in 

~~- ~ 4 · A ~ 5 ""':'·me a.nv ~n requ.,:tred ?l~ne.rt• 

It is noted thet p~etvato entrepreneurstd.p tn 

inoustr!al entar'OriSC$ have not 9JC'O\'Jn Qoet:tuE~.tsly in t-=i~?al• 

Only about 30 pl£lr ce.ot of value t:i~ded acccunts for th~ 

sphere. t«l$t. of t..~e pl:'iva,te ovree:l:'Prisea are interested in 

treeing activit.i.et5 w et.a'ted 0arli~~;u:~- · c;.;hus, priva'iZ~ ~tre1~:r~eu~ 

abip m1d !n"estm®nt ifJ sc~n .. ~e in X'~<!pal. Under this 

e!rctntstanc~a, there !s · ample secn~t;! of India,·• :a private capital 

to entel: in th.~ !~~us-trial e~etor oi! Nepal uno to help the 
6 

inc1ustrialisation of th~ ec®OltW~ 
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2:he lot'Q;;; ... scel.G manufacturing 1ndootri~ :tn ~:epa). 

appear to 1:Je rno~ b.io!Jc,18 t.ot:;'a~""t!s capitsl thG\n labct-UC" and thQS 

feileo to c:eeate E:r~lo;ilw~ent: on a major scai.c,.. ~his is 

reflecteCl by the inc~Ulse in cve;taga eapital/1~ rat.J.o 

frp1n Rs.6648;1. tn 1972 .. 73 to ns!!i86C!h1 in 1977-7ftu• Despite 
' 

a .threefold incraf!l~to .in e<nployr.'!Snt £~ the fir&t. census to 

t~e last census# thG c,tm_ployment has not e.~c:aedoo SQ, ooo. In 

@ther t:-(Ol!ds~ ove~ the eenaus ~r:iQO. the industrit\l. ~cetor has 

&:iot been able to a~sol:b only ~ut 31 500 people pe.:- ann~ 

~Jbereas th~ enm:a.a! !tlntrant to the l~ou:r fo:tce ~(l~es toe. 000 

for t.he. period~ 'ibis is true ooe~e of he~J reiiance on 

foreign aic1 for tho establishma.llt of rnat-::uf~turinq ·units in the 

~~unt:ry,. t;zepal has little to say ln the choice of :pJ.o"'tluction 

technique and has to OC!Cept Ot' USe tbe tecbntques ~(1 im~)leme~t?t 

as desired by the Cono~ ¢o~~t~ies. !rrsspective of their 
7 

suitabil:l:t.y prevailing in too ¢eo~~./ of tlap&l• 

Inspite of sl! those constraints. however, the 

1n.dW3trial sector of ~~opal $.e oo .t.ntcgral part tis \val.l as 

dynarnic B(.~t:or of tb~ eco~1~y l":itb a high pot~ntial fo~ roal~:,ing 
" ' 

an i.."lCzoeaning eoo:t:tlllution te the· govamment•s ehj~tivt<W• 

p.s,rq~tur~..2:L9eg,er~p~.:...Ja~tQr.. i ~·he indust.riel sector tn 

tieplal is prl.m~rily en extension of agric.ultur(1!1 .s'Petor and 

. consists mainly of cottage anfE other small ecale l;,lente. 

part.iculal:ly the £~ procesoj.n•g mills~ Wbe !.)lenn~d effor:tf:l 
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of tt~o iieeades d!ii tiO't reatly p~®~~ eff€e,td.ve in mQ(1o!l'ii.ain9 

anc c~~p~.nding the cot:;r:rt.:ty~s;; iz·~eustr!o.l aector a..l1d hecce the 

structure of indust.t'iet3 ramaitlS :b~ieally the·· sctc:e as it was 

t-ao cle-;caoCI'As · a-:;Jo. 

!the &1-ta provided rtn the 'l,able 3.2 ~eal.s that. footl 

pr:ocessin<,; and oil m!ll$ held a dominar~t r~sition in, the, 

composition of iildust~ies in 197~ anfl that their m1.1~re ine~~sf'Jd 

from 6S per eent to 76 p(%r:- cent <'h;u:in)5 t.lle period bett~oe...~ , 

1~55~P56 and 1972•?3• liU!tj.i11JJ the 7 years p¢1rioo r.10g'e tt"1an s, 

thousand new fooel proo(;SsinQ and oil millS t1eze openef'J iltlcl 

these accounted for s~ r~r c~"lt of the total i~~ea~ISed tn 

manufacturing <:!stoo:u.st6<11Bt.rts• Oth~r ce\telopments ove-,;: the 

pe.t·:!.oo ware ' (a) a rc..atkoo inere~e in bake~.!• yam ana ta'"t!le~a, 

aa.; mills. t.:ooden ft~.miture41 pt".:tnt:~g press end miscellan~c:)tw 

in~ustries, (b) ~orne incroa~~.$ in rnetell!c v~s~ls,. metal-lie 

furnitu~ soap .m1d 1.ce· c~ar~ (e) e.sta.bl!sh-~nt: of new units .... 

11 in ctu:pet and 5 it1 ~ootttea~. (ti) a n10st signifiiZ:&lt , doolin$ 

in the Cil.'Se of 'bi.di • mal-::ing tmd (e) more or less e st.a;nent 

or a declining t~:i:tu~ticp in th~ ,17r;:st of th~ entarprizes•· 

A st~y by Nepal r:t.S$ht.rta Bank in 1971 also rev~ela 

that the structure ef i:ndust:t·ies in 1976 ov;~ very un1ch eim;tiar to 

that ~bserved in 19.'12•-"/3o ()n t...~e industr.ics eu~eyoo., rice, ~d 

oil mills aecountec1 for tile l~est pos:l:ticm foll~1od ~.1 . 

const.ruet!on mater!nls. ar1tl allied pJ;oduc~s ;:mt.1 saw mills~ 
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1~960 76+5 
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4 o •. a 
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eo 3~3 
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~ouree 1 C~r..soo .. \'!)f ~1e~u£aet.uring. establiahment., 
i9GS, '~972~, 
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It is ostimfated thet ~about so par cent of t1heat 1s 

p.t'OC'1U~:et3 by the tfi!tiUStl:'iral ~$Ctf\'>t' is exported. Ol'ii ·t.hU:• th~ 

la.u!'9tr;St chunk • w;cut 9S per cent eonsi~ts Qf proouets ft:om th~ 

foe..-<1 p~'Cesa ing. atld o!l mills• end these •t;X)rta ar~ virtually 

eonftnoo to J:n<t.U .. a• ~'he ne..~~~$t; imP9rtent. e..~t~* ~,roaucte 
' ' 

are mace ·up of jute end ju.t.e:~os while eltperte from oti'le.r 
. ' ' ' 8 

rnaflufaeturing incef.ustt'i~$ sr~ ·neg,'U.gible.-

c-.a.s. !ndustric.!l s~vey of 19?2•73. all 1neust~:i~$ ~'>loy1r~ 

. less th~ 10 t1(U:l~X'S w~~e rega.r:detl as. cottage ancl small indoottriea. 

U'he cottage anc1 smat,l .... scale eevel.otrOOnt · t)rojeet,. f!nan~ea by 

z:t>A of the t~1orld l:J(il:n!t sinee 19Sa, bt-18 speei~l!sed that only 

those industr.ten ·etnt.JlO"',.t!ng o:rae wort::ar per ~- 12,. 000 investment 

!n f~ec assets a;te elt9:t.b.lc for 1ot3fls tm&.:r: the I)l!Ojacto i'bc 

cap!tal/lebour re.tio;~~ tbe:tef~~ ha$ been used fo:t: defining 

cQt.'tage ana sma11~eale :tnt1ust1::1e~ for fintmcJ:s:ag pu1~peses,. 

~'here t;tJt'e a g.tteat vat-i&t¥ of rural !ntlootries £n 

Nepslo The 1972•73 eot~age Md small~scale survey by COO h~ 

eloos!fioo 61 cl!f:fe~_nt. t.ypes oi: e()t.t.age and smalle,.seale 

inth.wta:oioo• It has been. estirooter.l that agro..-besee e~~..st.f.:tut® . \ 

4$ pev cent. te:«:t:t"'~ $6 pe,; cetlt mel fores-t .... bssed 10 per <:ent 
'9 

of t~er;al 0-s total cottage industries~ 

Total Employment ~n this sectoE ts about 1~2 

million (5~ male, S(ll}f. female) .. thus~ the. largest inth.wt.risl 
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aversga~t e."\'lplQy 2 to 3 :rGeraons incl\fl.oing 1 unpaid. family 

labour in es.c..1'lo Inc~umtey...t-1ise. the e.t1:1ployment. provided ~./ 

Ag~ased intlust~loo is 42 pot cent, tamile""'based 25 .per cent. 

. fo;tZest-based 25 l"Pe~ cent. metal-baseil 4 per cent ene othG~ 

1 ~r: cent., Hooevor. roost of th~ induptries operate on s 
seasonal ba.~is...mo$tly for 2 to 4 bouts· a day for 3 to 4 months 

4:1 year. 'l:hi$ ha.~ ~dvc.mely af:fectet-1 their empl.O'.;tnent potential~ 

i 

Cotta~~t: i!la6U$t;r:ies in ~t~pql have been !'laying ·tin 

irnl"'rtant role ira elrport eat;'Uings.!t ~'he data about cottage, 

!f!(lUStey exports (tne1udin9 at-bon cent~) of Nepal ehe»1s that 

in 1974--..75 t.he value of e~?O~s ot eottage in6ustries ~res , 

R9-q36.3 million t.rhidl ~preaented 21.7 pet: cent of the total 

axpOrt$ of the co~tlttJ• It W~'11t upto ,ns.162. 7 million it'A , 

1 ~a2-a3 t1bich re.prepentt:id 56 pe$' et;;mt ··of total ~rts • 'I'h~ 

majoli items o£ e:t~.()~\ts of coti;age im!~tey proauets are tJ~len 

carpets~ bandier~.fts, t.~iles.. woolen goods, pa~!' ane 

paper gooi!s etc. 

Thou~'h e'~nt.r!but!on of. cottage ~me smelb•seale 

industric."S. to hoUl)~bold !11c'!'~ as. well oo to Gt':-P hwe been 

$nf.ligni;f1e£mt and h~ not yGt bee~ ·a vi®le alternative ·to 

s9~icultuz:~ for pZ'OVidin~!l e~l~"ment',.· its share in t'he total. 

exports of the eau?rtey · h~. been very signif1co."lt an~ is li!~ly 

to int:reas~ in f!hiZ;J ecr.1ira.g yoars for a~mlog muc..i1 neer~oo 

1 forei9n ey...ehooge~ 0 
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..... il ....... ....... . t ....... ~ ~'W'Cii~-· ------·-··tiE-l, .......... -----·-· ---· -·-·-0-------------

....... 
Nurnber of 
establishm~nts 

Pemons 
employed 

Prooootion 
(Million ns .) 

Value add90 
(t>l~llion ns.} 

lnvestrnent 
Oltllion ns.) 

1'~11 t1ef31Wl & Cottage & Cottage & 
$.ndustrics · Large Small small Xm:1us-

754,145 

3,. 298~24 

698"26 

926.05 

~~ .. • • . i 

Incustrieo lndtl$tries tries es ~~, of 
all incuotr.ies • 

95.6. 

2.,575.14 713.00 21.7, 

419.50 218.76 31.3 

495~00 341.05 41.3 

~~ ~llllilt4- *' u .. I ""' ......~:1 

tb¢ Depart~nt. of Gottage Inaust~.t on well~ Some ilOt.obls eha~'lges. 

hov1ever, tool;: plqce a~t$r the s.igo.tng of en a9reemeut by lOO 

t'1.1th the !l"oro Founa<at:Lon on April 28, 1954~ um:1cn: 'trlhich 

. finencial as t-1ell as t~nical nssist0.nce \,ZSS provided by the 

l?ord. ~"ound~tion to l:?~pel for €3~Jelovment of cot.t~e, villoge and 
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The Plsn had an objootive of .r:eviving an 

a~snston of small it-ld\latries selected on the basis of m~r1t .~ 

future pro~~~ta. lt also a!med to open treining-cum~producti~~ 

C!ent~~e at different parte of the cou11tr.t• to mel:e for loans on 

ba..~is. l:n oreer to m.nter.ial.!s(;l these objectives; a separate 

body called •cottaue. Village and small lm3:ustrie.s Training-a~ 

Sorr!B of the oot.tviti~ as done w1.eer the First Plan 

cQuld not produce ®Y fruitful results~ owirig to 

or~an.ioational t11c;f;tcultico .enc on th~ ".-rhole, it c:t:PPeat:s that 

the1 en't:;.ir:e },;rogr~os w·ould hatro mace better i.t:npect on the 

ec~nqmy hac the in-!ticl. eff~rts t'1.irected in a few 'selected 

(1) Upot;,rol;;a.."lchal Gharelu Ii1~ !wrtdra (s tra.ining

ct~n ... pt."'ducti<:m C:Em.tt'e)« (1!) Rural Tt'oining centres, (iii) t•!Obile 

units (mobile tean..~ to prope¥Jate ind:tgeneous crafts a."lrl to 

oenofl..st·rate the. usc) of 1-~.rove::J machines) • (.iv) Asahaya I<alyoo 

.Kcnth:a (orphc;.nge :rr.:aining cants;e); (v) Jail !~arlmana (e worr~l'lop 

et K~hmaneu cent.t"el Jail),, (vi) 011arclu Shilpa Kala B!kri 

Dhandar (an em~;;:~or.iU.'1l en co-tt.sgo inc.;ustrics soc handicrafts at 
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Kathmen.Clu), ane {vii) Research Station (section to tJesign na.; 

tools suitable to t:he eonditiot1s of t-~epal • such as, •Mat10ndra 

CharJme.•~ etc.) 

The ~hire P!en lcid sc·me pre-conceived cbjc<:t..tvea 

t>Jhich were statetl (?.$ a ( ~1) ~ployment to St9asonally unemployed 

persons, (h) Local solf,.,.z.Hlffic!(:acy in !nc"hl$trial gooesq 

(c) preservo:tion of t:Zl:e.C:!.tionel a!;t and btilnclicraft "tmrks, 

(8) cevaloproe.nt of foreign e:~tehc.mr;e earning type of village 

and handic.JN:Jft inc.1t.l.Stries, (3) orga.'1isation of artisans on 

oo~t~rative lines~ a.~o (f) cxpa..~!on and further eevelopment 

of prospective villi;ige ilandi:craft inouztr.iesq In oreer to 

aeb:tal'w~~ these object:~ves over t.i~ provisions ware made in. 

the Plan for tra.blitl€_;!1, eJ<tension services, market facil:t:ties,. 

research -v.rori~s aru3 ~cd.llet"'J D$1.\l'ices. 

'!1he Fourth l7la.n docu.-'.len~ hat!lever, aC.mi tted thiSt 

the development. of ville~e. c;cttaje and smell inchmtr!es remained 

st.egnant cltu.:ing tt1e Thirc"l Plan. O"t\Ying to rnostly fot t1ant of 

.funt3s from foreign sources in t;ituc~ ~~ euch the l'ourth Plan 

boo ch~n.goo in ool.'r:e 'tJeys the strategy of developing omall 

industries in ~Dl oreoo ~ It proposed that the existing 

cottago and village industries shoula be first me~e v~able ena 

fm1ctions with noc:.us:Jso~.J services end developr~nt of new 

industries should be b~soo en otl.'ict consioeratiot:a of all 

economic aspects-. in~:ltz.d:f.ng loeati~1 .... experionc~ woilebilit.y 
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of raw tn&t.~lt'ials a.na ma!!ket.• 1S!!'eln!ng $hould also be geared 

to the ectuel neet:1r;;1 ood pcsa~.tltties Qf emplo;.;.tng tb(!) trainett 

people 1ft· sp,r.)ropr!$,~e vooatio~s • '.ro · e1eh1ave these objectives 

vatiOU$ !".>S:Ogt'a'Tim~m hov~ been oodex=taken.. For example, th~ 

:industrial ant1 tee~4a.&,e.al. $erv!eerz programn.e inclut!® loti' 

interest lo~ nnd su,pvlY of machines and. equipraent on 

:tnstelment payment P.3Sis for development of the eltisting as 

't'iell as nmv incustr!es to the eA'tent of Rs.20 lakb. 

Dul:'ifi~ the E'ifth Pl~ e eentra1 eirect.ors.t~ 

'three reqional offiooo and 26 t'list:r:ict offices were forrnetl. 

t.o provid$ t.echnic~11 s-uprJort, loal~ survey design and mobila 

training fae!li:ti~ to the local people for estoblJ.shment of 

smell ntr~l i.ndust~ioo,· The cottage and hoodicrsfts emporium' 

til'<U.l set up itz S~"tren units at ~pro,priate ploo~a to supply lr~ 

tn$terials to rural induztJ:ie,$ mltl also to fooilitate aio~sal, 

of fitd.sbed protl~l¢\ts~, q>be main em~as of activities in th0 

plan !nclooe : (~) am~ll industries se:evicos, U.i) promotiOn 

of ha.."'ld!e.eafta, (iii) technical trainin~ (ivl prOt1uetion 

. pl$!'ID!ngf. (v) ema!l."!'!'seole industries eentxes in the jails end 

(V'!) ma:drot.ing Pt'Ot'Jl!'Gli~• :tn the Q'bove s:tated areas of 
n 

~tiv!ties~ tbe priority will be seco~deo to (e) Cotton ant! 

WQOlen text11~~ {b) Beslmt erie hat mald.nQ, (e) Metal end tfOod 

et-af't$\) 
\' 

:tn t~o SL"tth l?l~ :!.n 'the fiold of industl:"J mail~ 

~rior.ity ties givoo to promotion of eottage and small-acale 
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available in an ir:rt~Jrated manner., all foX't11$ of fi.noociGl. 

technical one marketing f~ilitie$ that the ornall .tndustrialis.ts,. 

lying in the toitm$ .anti villagtlm, may st.and .in need Qi; to run 

their industries. s.~iel attention ~rlill he given to evolve 

demanos of both the int~L~al and external markets. All kitlos 

of government ccntr<:ll and interference will b-$ freed from these 

industries ecxceptin~J the secut~U~y of the etet.e and public h~altb., 

All taxes. foreign c!tehaoge a.~d other ftseal regulations alORGlJith 

ailministretive rul0o t7ill be amont.1t0d• Producers ,,;ill be free te;. 

fiX the p1:ices of their proeuce ePA to orgOOise themselves 

proc1t..-.ce~ co-opera~;ivetJ• At. ·th~ 1nit11al stage of g~owtb. smal.l 

indistries ~~Jill oo rn:Qt.~ted froru £orei{l-n competition., t:r~Eu1· 

will be encourageo to tf,~evote their sld.lJ. a."'ld capabilities to 

the local cottage. village ancl.~ small 1nc1ustries t.hrou£1h the 

-:\.a, .ct i ,';! ""' • l ""'""'~"" ·' ~.;. . 11 meo.a.un o~ n~ust..r:t.a·. ~i'Jera ..... .\Lves. 

In nut.;:;hell, 9Q".re~Iffient o:f Uepal· has taken sane 

measures to encoucago the gro-vlth of cottage 1nc-1ustt~l by 

seleeting 45 out of 75 ~ist!!'ict !;or intensive development 

programm~s -v1ith supr;:cort from tbt'eO t1ifferent ditections,. 

(i) activities of t~1e 'ljove:rnment through the DepartmEmt of 

Cottage and Vlllage Ineust:r;v. Cottage and Village :tndustzy 

Develc~nt Board &nd.Cottege lndustry and Handicraft Empor~~~ 

(ii) programrre of p~iority sootot: by monitering the flot\f o£ 

credit. to this see:to~ through e~ercial 'banks end oirectio.<J 



121 

the banks ·to invest 10 · ~r eent. of thetr total deposits to 

this sector ~.! enqag!n9 banlt brm1ches peu:ticula~ly for this 

pUt'f'.;C..'Se wit..ll c~e..~it gu)alt~teo syetem and (iii) specified 

p.t:Ogr~es suptJ6rt~oo by \i!Jorld Elank t'!·onsisttng of strengthening 

of rnanagerial,. riaru:lteting end other ~oviso~ service!.l · un(ter 

their public agent.:i~ ~1nich will ·be respru1,sible (a) to ~sist 

in produt;!t aaoptatio11, pro<Jtr.:t techniques th~d organisatio~ 

(b) to improve linl~Si oott1een o:.~,rporters end importer.!', 

(c) to ill\P.rove t:ct:t!ning ~"·u~ extention services, (d) to impX"O\I'e · 

service of hS..''ldiere£t.s* (e) to mo~·d.tor aru1 evaluat~ the project 

Metal Tra6.U1g company ant! tlepcl. t'Jool Trat.'U.ng Company have been 

constituted to lool~ after the dis~-:ribut.:ton aspect~ 12 

t'lepal•s cottage ~~tl emall indust!Zies CC!1fronted t'Jith a nu.rnbet' 

of problems t'Jhich have set!CYllSly eoootrain.ee their grelf'Jth~ 

'l!he major proble~ are as fellows 11 

U.l Lc.1Ck of Effective Implementation of Goverl'...ment. 

Policies t Most of t:he pol.icieo fot.'muleted l:r'.r the government. of 

l'lepal over the loot 30. years l:100 not implerrented aff'ectively 
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because of lack o£ eo-o~c1inat;tr.:~n ood linka9e e:~ng vtast!Ol.'lS 

agencieS and inst§.tut;ions {both {)OVG.t'rtmentel tin nonwgovarnmerd~el.), 

too much bureeucrat!motion resulting in compli~atcd system end 

procedures, ano fr<::u.jUel'lt Changes in 90VSrtlment pol!c!e$• 

( ii) orc::;d.n9 Compet:iti.on from :.tmperted gooCs • The 

unrestricted 1mrJQ1t'ts of fectory mat'\e cheap foreign gccas (e119u 

oversea4J imr..orts of stainleso ut~mails ~t1 syn:tbctie textile) 

as . well 8!ll proouct.s o£ large. indt.wt~ies of the countey nave· 

proviee(l stiff competition to the proih.,lCts of cottage in(i~.stri.es. 

Effective protection in this respect is very 1lWignif!cant. 

(iii) Shortage of Rav:t Ms.teria.ls • t·taassiv~ 

deforestation has let1 to the virtual <1eyin9. up of -cw 

materiale · for forest based small inoust.~ies. ~be un~ploited 

mineral resources at'Jd old ~Unes hw~ lart;~ely bloelwd uP the 

met~l·'besec1 inetWt!'ies ~ Even a~Jro.b~.seu industries ere fac ~ll9 

problems of r<tM r:laterials bece:U£Se of poor ~upply. q.fhe supply 

of impe>rteo r~~ m;s:t~~ials have 'been oJ:ratie and unr~liable •. 

Though the ef:fons of cottage Industry ana Haneicraft SmporJ:an 

(iv) Lack of oualityConsciousnes$ and 

standardization • 'She pool! qu.Ql!ty -at'ld out•o£ feshion of 

cottage industry proeuct have aever.se1y affected the ~porto of 
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{v) 'l':r.sl{-iitionol rxcchbology l The unee:oncmic 

primitive and trooitional te<::hnologie.s, !nfut~ion of appropriat~ 

0 

have produced :pocnt~ quality ms· '<loll as high cost of production 

of t,Jepales~ procluete ~· 

... 

(vi) Loc1t of Vot-JGr ~ -:L'he irregular and $hort~e of 

pcr~ter SU91Jly in rural arees have ooverscl)l a.ffected th~ gro'J;rth 

cornprehen!!:live rural transportat.J.::ln net'".:ork, poor ~ommunication 

facilities end l~k of maintenance fecil:J:t::ies, ete. have 

cen~tainee the devGlo~~nt of rdral. industries in ~eneral. 

Research aoo aeve!o~~nt fac.il.it.ies are also lacking •. 

(viii) Leek. of M~rket a 'I.'be ntost. important pJ:oblan 

r¢9arcing the: grOt-.rth of cottage .industries :tn t<1epsl ifl that there 

co-operative societies are not playing a prominent tole. Public 

sector purchase o~ their products,. alt]1ough mancatoey., is uot 

very significant. 'k~or ·~xamyle• tht!l cotta~e industries or~era:tc-d 
., 

by various Small l?'a!.'!'tlc.r·Develol:~ncnt P.rogr~ groups have boon 
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heve t;een facing sel:'~.ous marl:Gting problems. · :H~.rever,.. cottage 

industries al:so hevo not d.1:vf~t"Si§Jiad tbeS.r prodtict,s to satt$ty 

(!X) L~1.; of Coutne:i:'cial.izat.io!tJ a E-tost of; the output 

of rural inoustri.~SS ·· io ge¥larally confrumed by .family mcrribcrs,.. 

Thus, there has been a GOl)$picU.oU$. 1~1:: of comnercialisat!on of 

C(:)ttage. indust.ries.. Consequently, they h&Je remained season(;il 

in ehari;..'!Cter. The economies o£ scale have boon missing$ 

t~t:rl.n!ng pro-graB~ fo.r entre,r.r:eneurs • f4oreover~ rural entreJ,re:~eurs 

of cottage iodustri~o have ~n failed to reap the advantages 

of facilJ.tit!\'ls end :Z.racerrtive..~ pt;evit1etl for them unrle.t: the 

b~~) Shor'cage o£ E'inancial Resources ; tz'hough "ii"az"ious 

innoveti"'e echemes/:t!lsti:tutlon(i). have been introduc~£..>0 to provi<'lG 

financial resou.rce.c~ for- rural industries,, the benefits have . -



provide finance to th!s sraall ~ector in interior villages, hut 

reorientation of lfJW- pol.icios ana chortege of ne~r bJ:anches in 

rural areas aAin9 to transportation ana security aspect. :Even 

the private s~t.ar 1'!1~ been shy ()f investment in cottage 

industries on a COt"rtmercial sc<!io. Thus. the ~Jroblems of 

effective domestic :r:esource mobil.ization has ha-nt?ered thdf 

13 grotvth of rural industries in general. 

accounts for :t1.5 per eent of th~ GDP in 1976-77 of which even 

more than half !s .eontribut:ed Ct.! the c:ottage 'V'illage incustries 

(7 .• 9 per eent) a'3 ega1.nst 23 per cent .!n Srilanka, 17 per cent 

and cottage industries to tho GDP of Nepal is provided in 
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Cornperat:Z.vo Contr:ibution of .Hodem <'lfld Cott:~~ 
Indul:.rtr!es t.o G.DoP• in l!topal at eurrent 

Z?ri~es Jn.e,. ,li} t1i~tA?n2 • ...... 
------------~~~~~-·-----------·-·--~----------------~------~~1 
li'iscal 
Year 

cont~ibution Contribution 
of Hot3em of cot.ta~e 
:r.ncuzt.ry In.dustey 

Ind~qtrial Contribution 
G.P.-P. of Cottage 

I:mSust.ey to 
Industrial 
a._u.P. 

~~----·~--~-~~~$~£.•----·------·~-·-·-~~-w·---·-•·-----•--ta~•·------------~---~~·-r•••--·-----•rl 

1976-77 1'7280 499.(2.9) 237(1.37) 736(4~2) 

1977-"!B 19732 531{2.7) 263(1.33) 794(4.2) 

1979-79 22215 ~~59(!2 .s) 2f;l9(1.30) 848{3 .• 8) 

1979--80 23351 G1tH2.4} 31Jl(1.25) . 936(3.6) 

t3J980-31 273()7 712(2.5) 337{1~19) 1.049(3.7} 

1981-92 30265 820(2. 7) 369(1.-20) 1199.(3.0) 

Source 1 E:conornic (;,ury-ey., itdniatr<.r of Finenee~ rt.M.G., 
1982/83. 1983/84. 

of modern industries to the totGl GOP has been less then 

(32~20) 

(33.12) 

(34~00) 

(~3.91) 

(32.19) 

(31~0:3). 

3 per cent {2~7 pe~ c.en:t :tn. 1901..82)., ~he contribution of 

cottage indUStries to GDP, hoHever, has declined .. from 1.37 

per cont in 1976-71 to only 1.,2 per cent in 19Sl..S2. The 

contribution of cotta9e industrieS to total inr:l:ustrial GJJP 
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ranged f~m a high of 34 per ee~t !.n 1978-79 to a lot'1. of 

31 pGJr cent in 1981~32. This inClicates declining share of 

units whc-,se output U; nlainly com.n,ll.ned by the house.holo.. If 

inumtries to G't:P may signif"icm".\tly increase~ · r~lthough the . 

f~ontrj..bUtion of cot:.t:09~ in6ustri<?S to total househol<J .i.nccme. 

has not been sign!~:i;§.('!~lt Qnc1 i!::S[.~.Ci.aJ.,ly in the cess oO:f small· 
.. 15 

.snd margir1al f<;i~~~. this C!<:,.rrtribution has been poor~ 

tz'he follo1d.ng ~?able :s.s p~..sent.s at a glance the 

public eect(.)r' outloy for ma.."1u£act\.1.r:ing industries and cott.&1(Je 

J.ndt.:&:str.ie~; in vario'US plan..cs of Nepal~ 

.--------..i-------·------~~--~~--~·-----·~--·~,.~~·-=~f;-<~------PF-•~•n----~~~···•·r*----~~-----·-=·-----------------
f Public se~-1 Sham of large- : Sher:e of cottage 

Pl<an : tor cn.tr.lny' .. ~calG :tnoustries : ia".tdu.stries s~t.o~ 
Period f-----.1-~~J:S.~-----· i ........... 6-r----------

; if.s. 1n t ~s. in :£Jcrcen- : Rs. in .; I?ercen-
: blillion. : r-tJ .. ll.icn tt200 : Hillion : tage 

4iiGitl ,......._.......,t . t !lfllc.aJ ,;. ll'fl' ..., J • --· L I ._... ! ....... O["t ·"*qq' -
Fi~st Plan 330 19:.0 s.a ... •· 
second Plan 600 go.o 15.0 1o.o 1 •. 7 
Third Plea 1740 125 .. 0 7.2 15~0 o.e 
Fourth Plan 2550 ~oe.s 4.3 22.7 0.9 
Fifth Plan 6170 493.5 7.9 ss~l 

s xth I? len 2049 -· 5.1 soo.o 
source II various t> en uoellt'G~nts. N$P<)C•• ~tepa 



-the a'eov~ t®le shews that the share of 

large-scale induntries a~ a whole in the development . 

progratme of Uep.nl is decr~asing ""' frcm 15 per cent of 
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total QUtlay during the secone Plan perioo to only s.1 per 

cent in the Sixth Pl.,~. On the eontra~7~ tb.e resource 

ellocet:ion for tha develoi;:mont of the cottage industries 

sector has t:een if:i..crewing """ fran o~a per cent of the total 

outlay in the '.\:hire Y?lM periOd to 2 v-4 per cent in the sixth 

Plan. This eectork thus, he~ gaining prior.i.ty in the 

development polic!os of. t.;epal41i16 
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Nepal's industries -. both large-scale m~ltrufootur.tng 

and smalluscale eot-tago industries are still in a nsecent stage. 

The structure of !L'Ilt\ttstr!es have not shO\iGd any signif:leant 

chcnge,. on t.he contrary it has remat~d as it \'Jes tt':o decooes 

ago. The !ndu.str!a'~ vroeootion has olso not offered any 

me~k~ti imp.r~·ement in qtae11ty.~ 

IJ:•he manufacturing 1nclustries it'l· Nepal • tJhic:h ere 

mostly public: sector ~:ntc::uzopriees1 accou.~t for less than 3·4 

per cent to the .t:eal G{)P end t~he aoot.or esnploy only one per e@nt 

of tho total labouz::o fo~e. On the aontraey, cotta9e oo~ 

smell-scale inoustr.ic$ which ore mostly in the private sector 

cont.tibuta.~ about 6 per cent to the real GDP and engt:tge over 

one million perso!~S rr~stly on pert-time basis • on the t·;hol~ · 

only S pe~ cent of the Nepal's economiee.lly oot!ve population is 

dependent on the industrial activities of t;:epal as a sourcG of 

livel:lhooo~,. 

The in~triel seetor of Nepal is primarily an 

extension of agr.if.':!Ult:u~al eec.:tor and consists mainly of 

mnell-scale and c.ot.tego ineust.l;'iSS ~ Of t.he 1nuootr!ea riee end 

oil mille .eecount(,~ !cor the le.r~est posi-tion foll~;eo by 

c:onst:n¥:t.ion mate;'iels anei allied produoto~., stainless steel 

proeh.1ets. textiloo .~Ill Satl mills~· ~h.Ou9&"'1 the corrtr.tbuticn 
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of small•scale and eottatJC !ndust~:ies to the GPV of tiapsl is 

inei0ni~icatl't.. it still plays \.Vl. !n'i.IX>rtant role in the econemy 

of Nepal es this seottot: only .P1XNi~les e viable altem~tiV'e, 

to agriculture arM1 elao oa~:L"lg. m~h nE;~<l~ fcu:;~tgn exehe:t190• 

'l~his sector is eiolooively resei:V'ei! for tbe t>1epolese. inve~tot.'$. 

'!:he resource elloco.tiof:l for tl"le eevelcr,:mQnt of the eott.at:J0 

industriez; sector of r~cpal he$ ~een. inc:re.ssing ~"id gdning 

prior.tty J.n the de"!Yclopment ~!icie$. but the share of 

large-scale industries .;J$ a ~ihola in , the develo~~it prc.gra'mle:J 

of !~epel is decreooin~h~ 

E'.rom t>~b.eft; -v:e hav~ d!~eu.sscil $0 fa~ !t is evilis~t 

that th~ pace of inaoot.rial davc:tc~aa.l'lt in rt~p~l baa been ver:~ 

slu.gg!sbl',. Each r.;l~n devoteo cous.tder@le at-tention ill 

modernizing the irroue-tr1~1 bt1SG>...- bt.\t.. in reality the targets 

"'Jere· not eeniev~~ '1\:hoUflb progr~'1'rne of itldtt$trial;t.~ati0n bed 

be~n unde.rtal'..en sineo the e.JStabli.tshm((tnt of 1 UtlyQ9 Parial1&1• 

1~1 1935, moot of the.1 it"1.bt.ries thst flourl$hed in ~ralt' tim~· 

had gene into l!qu!e:1etiono 'Th~· first ~:;o plens in ~iapi$1 also 

sh~Jetl veey dist;!U1et.;4"'lg ec11i®emente perhaps cue to il1stabi1ity 

!n political eituat!9n anta iesa ~perienea of the planners., 

Het::rever, a fw mo(1em induat~!e$ anergoo and developeti ovet ·the 

years t:I¢:lre the proo.oots of feyeeign otd. Fo-e ex~ple, the 

Janakpw: Cigarett~ Factory~ t:he lli~j Sug-ar l1ill and the 

Agr.icultu~al ~o~lm l})~etory of Biqufllj wEu:e tbe results of 
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soviet aioJ th~ ra~w!1ar1 :t.es.ther Shoe Facto~; of Katbnaneu,.· 

the Har!siddhi BI:!c1'!: ono 'l.'!le Faetozzy of Paten, the Briek 

Feetoey of ~haktap'tU' e.md the Uctaunda Textile r.a11 "J~re the 

products of Chin~':l-e oo~;detone~~- the Himal <;ernent Factory of 

Keithmoodu we5 pat:.'tly f1.mdeo by the Getma"l government on(t the 

Sa:1 t·1ill at Hetaunaa "t:1W s~t up v.tth the h()lp of u.s ~A· 

Three inclustrial estates at. Paten. t~~palganj and r;haran baa 

been set up with :tndia.•s assistance~ India also he:J.,p!!d to 

construct the induStrial estates of Rajbi.raj and Dut,;val and 

eetablished some .tndwtrioo ljJ(e li9ht engineering. patter. 

transpo.r:t system .in tl'ilt..~ e~untry •. During the lnit!al pla.l'l pc;:iod 

of Nepal tremendous d~elo:r,.oont in transportation ha-ve been 

achieved. but an blte9rate~ ttrntlsport syst<:;!m .h~.s not emerged. 

Shortage o:f eapite1 and ~Je£'. smell•stae of Nepalese market. 

pot.ential;lty,. defieier:ey 1n t~nj.eal. ltn.ow-how, wdminietra.ti\ve . . 

and co-ort5init:ing s inefficiency end above all ler!dlocked 

position of. the cou.')tey are the formidable p.roblerns on the 

process of industrialisation. 51:ill a ·large n~r of 

comaodities ate imPortee ebicfly f~ :In~a ani!- otheiL* .fore:t..gn 

countries to meet the t:are necessities. of Nepalese life., 

negional bias is also found ~ to the location of 

iru::1u.~triol enterpriseo in Nept-11., lt !e found -that ou"c of 56 
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joint-stock b1eust~ial enterp~ises ineotPO~ated as pUbliC 

limited companies :t&.;:;t'lee:l 1936 ~(1 1963 as many as 45 

s~lected their site~ ot the terat borearing on India• At 

present so per cent oi: thG- o~a.'"aiSed indu:!t..r!~s ar:~ 1ocete6 

i..'l the terai <I> ~~ ~J:ai %'egi~ at:'(!oun:ts for about es ptSr c~at 

of total investment a~d ~ut 99 ·po.~ eent of total employment. 

in the existing ezg~iseta inoue"tr1es 'of Nepal~ '1'1\e se:me tendaney 

of eoncen·~ration ace also ok:-aervea in the· case of small $celec 

.!n.dustries ot t~epal~ t~lOut l/4tb of private firms t:eg!ste.r:ec:l 

licensed <Juring 1944-63 ~re coneoot.ratee :!n the terai ... apaeie11y 

the rice mills ~ ~1e bid! faotQriee. 
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