
INDUSTRIAL FINANCING 
IN NEPAL 

A THESIS 

SUBMITTED TO THE 

UNWERSITY OF POONA 

FOR THE DEGREE OF 

DOCTOR OF PHILOSOPHY 
( IN ECONOMICS ) 

BY 

R. S. MAHAT 

GOKHALE INSTITUTE OF 

POLITICS AND ECONOMICS 

POONA 411 004 

AUGUST 1979 



• pr --~ W17 is a IIOd.eat attterlp at u.Un1n 

con ri.bu l n ot Yal'l ua urces 1n financing t.be 1ndua rial 

o r l al 1n t.be l ig t ot tbe s ate or ca.pltal al'ket 

f1nanc1al 1ns t 1 ut lona• deYelop ent 1n the country. ~ 

~ c • n roach rr t.h alcle ot bo Lb s~pU. rs 

an re ot tln•ce• 

11 1c 

• 

e UldJ vu OIIIT1ecl out a t t he okbale Ina u t.ute t 

>0 n lea, Ptane under the supen1s1on ot r • 

I ove a great. eal ot rat S. t:llde t o bJJI tor 

&1 av all l rna b1 a n ely b\aaJ a 1 \ll 

t r u1 ance ot rq -• s is. y t f()l' h1 ori t.loal o 

a t. Yarlou.a • t •• t the work and oY r llelpln 

a t1 c., w r voW. n ·-. h '!I taken t.he preaent. ·~· 

I eo bertef 1 '" trOll 1M o 1• o · nat.\l t.at lon vi tb 

r • • '"' • • ao r r. • . P v&Jidhan ot e Ina 1t ut.a. 

0 •• 

anaar c t.l tu e au t.bor1 U. 

ro~. • • • ar, lreot.ol' hr1 •'• p ,. 1c arlJ 

·uar Y1 1D all tac111 ~1•• and elp ror 

1 t u re1a 

· ob o rated ·vttb 

( 1) 



(11) 

or b.r rOY1d1ng awall bl a a. , oial nt i n t 

pal ra ank, par o ot ln \&8 ry 1 

. epar n ot ta t.1c: , partllent. ot ;o t&~e .n 1ll • 

I uet17, Corporation Coor41nat1oa Council, PrOYiden · UD41 

r1oul.tual n ·loprlen t anx, ep ank1 a t lonal I · uranoe 

or ra ton, c roller eMral• a ft1oe, eo\lrity ark · 1n1 

D n, ndit uarantee pora ion, and a fw lnfi.aa trial 

unJ. • ln tll1a 11111te4 paoe, lt is - 1.-p17 1apoaa1ble to 

i.e n · a ot the 1 • n•ber ot trlenda .nd well viaben 

vbo ron ed beJ.r ln•aluable cooperat i on 1n •akln& Deoe aUT 

a a • all l tor tb vork. w1 · h t o record rq sincere 

0 

an are ue to the Ocwei'DII8at ot India, M1D1s t17 ot 

d .octal ·e ltan tor prcw141ns me a cul val 

o ol - blp o ertake b8 P . D. vork. 

ppreo1a ion 1 u t o brl • It . A tbal.a tor neat17 

1 1a 1t1Un • abort no4 ot u... 
o upreaa tb :. · ., wlte R hana 

ncour vor 1ft a nwabar of ve.ya bo 

ton and after u un .... 

.• • abat 



LIS 

1 

2 

3 

.. 
' 
' 

1 

Ppt I 

Ppt II 

I 

, 

PM\ III 

Pvt X! 

D P ! CAPI AL 
PI AlCI.AL IRS~ I . · no•a 

I V811l1AL I' IIIAIICI 

AKI All DIDU .IAL 

PL.ACB 1 usmr 
. UIIDS It 

LI 11.1 I 

LOW I 

(lU) 

Pace 

(1) 

(1Y) 

1 

3f 

10 

113 

19S 

376 

ltOI 

a.a 
.. ~ 



l alal8 

.s 

.6 

• 

... 
s 

3. 

" m~~en orrovlra oudl the Iaaue 
of 01148 (196s-66 • 1976-T/) 

Pa tam ot ~ hip t Lbe 0 .ernaa at 
onda ( 196S.17) 

rov t tal aaeta or 1nanolal 
Inetlt utlona and tbe Lll'erln a to at 
CurNDt. rlee• ( 1 -'-•71) 

1D .. ta b,r 1naDolal Im~tltu. 
--...u.~r• a Caurent r1cee (196S.17) 

re toe Iaa• a o b7 1nllll01al 
l 1 na at Curren f r1oee( 196S.71) 

•• t•• row t 1naDo1al Ins 1 u. 
ae t.a an Groas ' a t 1o Pr uc 

urnnt Prtoea ( 1 · ').11) 

In4 1yw1 • 1apoa1 ion of t otal 
en 1nance b7 ype ot Incl U7 
cl.Jlll.71977 

•wlal Public aterpria 

(lY) 

an art.loip .. 
ln (1 1 n> 

••• 

on-tin .notal P ..abllc 
r1 {_191!-+!) 

p • 

29 

31 

S9 

62 

,, 
67 

83 

9 

1 

3 



). 

.... 
a..s 
.6 

.7 

• 

• 

.1 

. • 1 . 

• 

• 

(Y) 

en. nt Loea to co t..,. and vu~ • 
uatnea tbrousb cot • ~ VUl • 
wa r, epart.-eat (1961-77) 

... - ··'• ov .. ot ..U (1963-71) 

nllld ot e t orrowiq bT ouoe 
(1963-7 ) 

e a11a f BorroviDII fro. rei 
our • J'~ 1911 

of Loan vblob oan rov1cle4 

a ( eroeD • per ADD•) 

g.t 7 orttcaUo ot 
1~, 1911 . 

u 
•1 

~OI'!IevlLse 1 cri u l 
~ ..... ~ 197/ 

t 

c u at 3v.J:I 

ealt 

atatanoe 

t 

p • 

103 

uo 

12 

132 

133 

1 .. 1 

lSS 

159 

162 

16S 

169 



•1' 
.... 16 

&t·.l? 

·.1 

... 20 

'· 
s.s 

'· 
• 

(Yi) 

c Aaalatanoe be tve n 
on-t rad1 t1onal Indua tn• 

Claaa1t1oa ion Aaa1 ·Mae Ul 
llld..J'ul7 197'1 

r4 ·t D.ia d of ..... .., I 
ot 1 e .or· tollo 

Hrrufta of 1a. ProJeota 
utn tbe 197S·16 

end lD Yel'duea ot I. • . ep.,_.t 
(1 71-17) 

ut 

· tb 1n Braneb~ epo 1 •d. Ad'fMoa 
ot rc14 .nun in epal ( 19't-l-1917) 

Lla Ul . ., \no .an t o r 1a1 •u 
( 1 S?-'11> 

eroial ana 

17 

.1,.. 

11S 

119 

1 a 

1 

1 

210 

215' 

22 



s.u 

S.12 
6el 

..... 

.s 

.7 

• 

7.1 

(YU) 

c•-roial · • • LoiD to .U. eot.or 
(191lt.11) 

k Loan to 

en a •• or aDJc L•• aU. eo or 

. ban ot ID4ast rlal eot.or 1ll t.be 
iaancial d.a t.noe tn. .&cl"icti t un 

DnelOPIIe&t aDlc (1 '11-7'/) 

rovtb 1D . nYW•t calleo a aa4 
1 t.a Imea tan ( 1963-?1) 

etatla ot I nYutaent Lo•• bt 
ProYideat d (1963-17) 

Nak- p of Iaat.it\lt1onal LoM tiDd.ar tbe 
cweraaent Cuuwatee 

a t iODal In ~ranoe 

. eo., of w ·· . ., kad 
r 1naDeia1 In• 1tut1ona (191 71) 

(1973-71) 

·pl.,.ent. of otal \lftda 'bf 
tiber in•oial Ina t1 tut.1oaa 

a t e t roe D •• o Pr uo 1D 
• al bJ' In4uatJ7 (At arut Prloee) 

r a .. oNa 1011 l)y Inclua t17 
vnen lp ( 1 12·1S) 

enb1pw1ae 1a tr1l) .. t lon 
1 eit1 b.r tent 

2S3 

as 

262 

26 

280 

286 



?.11 

.1 

• 

·l 

.... 

.s 
• 

(Y11i) 

... I \Db tJr .lnllq t ry eroen'
. 1at.r11Ju ·ion (1912•1') 

••• ot · · bt · n 1 eroent..,a 
1atnbta 1oa (1912-?S> 

· . uroea r . unde of All Ca~~panles 
(191 7S> 

oaaroe ot UD4a by Indwat17 1 Perea&. 
. • D1 t.rlbutt ( 1912-?S> 

1 \&8 t.J7Vi•• Growtl:l ate or otal . •• 
t xtemal ~1n.no1Dg Ra 1 (l 72-1S} 

ovoa or un4a by' 1M Mel aw :wn nb1P1 
Pernnt.s• Diatril)u loa (191'-?S) 

en a we ot ourMa an4 Ua• ol wds 
_. I D4wat.J7 and. bT lu (1 1~7')) 

a l()jJ bovln the ..,. at\IN ot ouoea 
Uaaa ot ·.u (1912-?J > 

•b al beet t All ,a. 
an1.. ( 1912-?J) 

enie ot 19?S ,.... ·" 
l.labl J. T tN.ot t&N ot c aniu ot 
1 7S 1H a eroea qe 1 t.rlb 1 a 

u1 ., 117 I n\1 r, 

qult.J' ... s lp 

t al 
VI by 1 

• r nen r 1 
1 12-15') 

p • 

2 9 

292 

95 

303 

31? 

326 

l 



'l ab1e 
1!5! • 

• a 

(ix) 

1s til'1bu J.on £ u ancu.n c roial 
Banka Loans b7 Indus ry (1 ? 2-?S) 

· ·• 9 et : rade Cft<U t, u Pereen e of To a1 
L1ab111t1ee b)' lrl4uat.ry enct by Slae 
(~972-1S) 

a.u 

9• 3 

Ratio or urren Asaeta t o Current. 
Liab1.11 ties b7 Indus t.17 and by lae 
(1 72-7S> 

.. oaae I mp. rtent F1nanc1n RatJ.oa o~ 
Com ani.es aa Compared to t.bose of' l.d 
nea 

F.1nane1a1 t~ l.ova in tbe epal.ese ,con .,
(l.972-7S) 

Gross In r s ct.oral 1nano1a1 1 wa in 
tbe Nepalese Eoon y { ~ 912-1'i> 

Ne t I .nt.ersect.oral · lnancd.al 1ow in the 
Repaleae CODOIIJ' ( 1912-?S) 

Oross I n t erseot ora1 BorrovJ~as Co
e£C1c1ent s ~ the ~epale • coDOay 
(1972-7S) 

Gro•s I nterseetoral LeodJ.ng Coef1'1c1.en1; 
1D be epaJ.ese con 1117 (1.912-?S) 

e t In ersectoJ" Borrowing Coet.r1c1 nt 
in tbe Nepales e CODOIQ' (1912-15') 

Be In~eraectoral Lendin Coetf~eien s 
i..D t he epal.eae eunOSIJ' < 1.912-?S) 

Lis t or P\lblle LJ.rU 8(1 oepan1es - per t
J.Dg as oC 1 ·-ruly 1.976 v1 b tbelr 

. Pa1d.-t~p Ca i. Lal 

L t or Indus n terpnaes D1.rea 7 
Ovnecl by BKG/N vi h Inwete4 Paid-up 
Capi t-al ( aa a t •1 ul1' 1917) 

Aaaeta and. Li. b1l.J. t.1 a or I U. 
e~eetecl Years 

372 

31 

392 

393 

33 



able 
'il· 

(a) 

ow-ou ua.. t tmcb t pan1ea 
b.J iH (1 1 •1S) 

t c an1 a 

1.0 0111"088 . · Usea or unci• ot C• ao1•• 

1 

t.o .l 

1 

l 

. 16 

- In4UStJT ( 191 ·•7S) 
Co.b1ne4 Bal. oe eet ot 

_ple (6 c p.nlea) 

•b1Do4 · alaDoe b•eta ot ora 1 a 
• ln 

c · b1ne4 Bal ce beet ot 0 • ~n~~•t 
C•paole• ( ll Cct~panlea) 

c bined. Del ce beet or Pr1• t e 
eot.or OIIP801H ( ltl C.p.S.a) 

• · ot C-staal a 

Llat ot In4ua tnal C aniaa Cov n4 
1D Chapters 1 aDd 8 


