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g]kfn a}+s sd{rf/L o'lgogg]kfn a}+s sd{rf/L o'lgog
s]lGb|o ;ldlt, sf7df08f}s]lGb|o ;ldlt, sf7df08f}

g]kfnsf] h]7f] a}+s g]kfn a}+s lnld6]8sf] ul/dfdo 
k|d'v sfo{sf/L clws[t kbdf lgo'Qm eO{ kbef/ ;d]t 
u|x0f ul/;Sg' ePsf >L ltns /fh kf08]oHo"nfO{ o; 

o'lgogsf kbflwsf/L tyf ;b:ox?sf tkm{af6 v'zL JoQm ub}{ 
xflb{s awfO{ tyf k"0f{ sfo{sfnsf] ;kmntfsf] sfdgf ;d]t ub{5f}“ .

;fy} pxf“sf] s'zn g]t[Tjn] g]kfn a}+s lnld6]8nfO{ cu|tf sfod ug{df 
;kmntf ldnf];\ egL xflb{s z'e]R5f ;d]t k|s6 ub{5f}“ .
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NPA Plays a negative catalyst role on growth and financial stability of BFIs, 
indicating the importance of effective measures to manage and resolve NPAs 
on-time.

Ther factors Contributing to NPA of BFIs are:  credit lending without adequate 
assessment of credit worthiness/due diligence, economic recessions or 
downturns, business failures etc. BFI’s with weak risk management practices may 
underestimate the risk associated with lending activities which leads to excessive 
exposure to certain sector or borrowers; Funds are being re-directed to elsewhere 
by the promoters of the company; ineffective loan recovery mechanisms can foster 
to the addition of NPAs. Other Factors beyond the control of the banks, regulatory 
changes, changes in government policies, natural disasters, or geo-political events, 
can impact borrower’s ability to repay loans.

NPAs has significant negative impact and inverse relationship with profitability of 
Banks and FI’s in several ways such as, NPA has direct relation on reduction of 
interest income from loans which directly reduces banks profit; banks are required 
to set aside provisions for expected losses on NPAs, as per the NRB Directives 
due to this reason, higher NPAs necessitate higher provisioning expenses, which 
directly reduce the bank’s profit; loanable funds tied up in NPAs could have been 
deployed elsewhere to generate income from creditworthy borrowers, thereby 
foregoing potential income and reducing overall profitability; high level of NPAs 
signals poor assets quality and risk management practices, which can erode 
investor and depositor confidence towards the bank and on the other side, leading 
to high cost of funds, loss of market share, further impacting profitability. 

Managing NPAs involves significant operational costs related to loan recovery 
efforts, legal proceedings and administrative expenses which further narrows 
bank net income and profitability; banks with excessive level NPAs may need to 
raise additional capital to maintain regulatory capital requirements, which can 
dilute existing shareholder’s equity. High level of NPAs can increase systematic 
risk within banking sector leading liquidity pressures, and overall deteriorating 
profitability.

In context of Nepalese Commercial Banks, the non-performing loans (NPLs) 
increased to 3.65% in the first nine months of the current fiscal year 2080/81, 
an increment of 0.63% in comparison to the same period of the last fiscal year 
2079/80. Of the total 20 commercial banks, Laxmi Sunrise Bank Limited (LSL) 
has reported the highest NPL which is 5.49% while Everest Bank Limited (EBL) 
has recorded the lowest NPL i.e. 0.70%, in the first nine months of on-going fiscal 
year 2080/81. 

In the same time frame, Nepal Bank Limited (NBL), first bank of Nepal’s Non-
Performing Loan has surged to 4.85% from 4.16%, which is alarming. In the 
context of NBL, the NPL in last 6 years can be illustrated as below:
Year 75/76 76/77 77/78 78/79 79/80 80/81(Chaitra)
NPL 2.64% 2.47% 2.05% 1.83% 2.85% 4.85%

From the above table, it clearly indicates that the NPLs management has always 
been problematic in NBL. The sharp rise of NPL in F.Y 2079/80, and ongoing fiscal 
year 2080/81, surpassing the industry average of 3.65%, shows inability of bank 
management on recovery of loans. Board members & top-level executives should 
change the existing job responsibility of higher-level staffs and assign the recovery 
target with periodic evaluation of loan recovery. There has been delay in decisions 
made by board in regard to loan recovery of decade long bad loans, indicating 
weak decision making in NBL while bank loosing investment opportunities and 
interest income on the other side. So, BOD and management team should be 
responsible & pro-actively initiate to downsize the increasing NPA in the NBL.

In this context, NBL management should focus on preventive measures such as 
timely update in Credit Information Bureau of Nepal (CIB Nepal) and disseminate 
so that they cannot borrow any  loan/financing from other BFIs; Use of procedures 
for alternatives dispute resolution procedures for speedy settlement such as debt 
recovery tribunals and courts; BFIs must remain proactive in sending reminders 
to borrowers, reminding them to pay the EMI; waiver/rebate on fine & penalties 

and accrued interest.

 Alarming NPA In Nepal Bank Limited
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zation is an artificial person created by law having 
a separate entity from its owner/proprietor. A sat-
isfied workforce is one of the factors that differs 
successful organizations from the rest (Ćulibrk et 
al. 2018). Understanding which factors impact em-
ployee job satisfaction provides important infor-
mation for organizations regarding motivation and 
retention of the workforce as well as for recruiting 
activities (Wegman, Hoffman, Carter, Twenge & 
Guenole 2018).  As already mentioned, there ex-
ists a positive relationship between job satisfaction 
and motivation. Highly motivated with less skilled 
employees can give better output than the less 
motivated with highly skilled employees. Employ-
ee job satisfaction is the source of better output, 
better productivity, and overall better results for 
the organization. It reduces employee turnover 
and enhances employee retention which reduces 
HR costs dramatically in the long run. Employees 
who are happy with their jobs speak favorably 
about their organization, products, and services 
which directly impacts the goodwill and publicity. 
Job satisfaction is equally important to foster bet-
ter industrial relations (labor relations). When em-
ployees are satisfied at their jobs, the friction be-
tween workers and management will be reduced 
which ultimately leads to better labor relations. In 
this note, all organizations should focus on creating 
a satisfied workforce adopting a participating man-
agement approach and two-way communication. 
Handling of employee grievances timely, adopt-
ing reward and punishment mechanisms, fair and 
unbiased performance appraisal are the basis for 
creating an overall positive working environment 
where employees feel supported and appreciated.
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Job Satisfaction
The happiness of employees toward 
their job indicates the term “Job Sat-
isfaction”. Satisfied employees are the 
assets for any organization. As per Ste-
phen P. Robbins, “Job satisfaction is an 
individual’s general attitude towards his/
her job.” Arnold and Fieldman defined 
job satisfaction as the amount of over-
all positive feelings that ind iv idua ls 
have  toward  the i r  jobs. It is deter-
mined by the discrepancy           be-
tween what individual expect to get out 
of their job and what the job actually 
offers. In fact, job satisfaction is the de-
gree of contentment or pleasure that a 
person feels by performing a job. When 
employees are satisfied with their job 
then they will be self-motivated for 
better performance and better results. 
Professional relationships will strength-
en when employees are satisfied with 
their job. Employees who are satisfied 
with their job are more dedicated to 
achieving the organizational goal and 
they show their loyalty to increase the 
overall productivity. Several financial 
and nonfinancial factors influence the 
degree of employee job satisfaction. 
Financial rewards, bonuses, pay scale 
increment, compensation, opportuni-
ties for professional growth, favorable 
work environments and work culture 
has a direct impact on employee job 
satisfaction.

Job Satisfaction and                        
Motivation
Motivation is the willingness to expand 
energy to achieve a goal or reward. It is 
the inner desire of an individual to ac-
complish something more. According 
to David A. Decenzo and S. P. Robbins: 
“Motivation is an individual willingness 
to exert effort to achieve the organiza-
tion’s goals, conditioned by this effort’s 
ability to satisfy individual needs.” In 
the word of Richard Steers, “Motivation 
energizes, directs and sustains human 
behavior, a force that causes people to 
behave in certain ways and that is goal 
directed.” Job satisfaction and motiva-
tion are positively related with each 
other. That is higher job satisfaction 
leads for higher motivation and vice 
versa. Satisfied employees tend to be 
more productive, motivated, and more 
engaged in organizational activities. 
Studies have shown that employee job 
satisfaction has a large impact on mo-
tivation, which in turn affects produc-
tivity and organizational performance 
(Aziri 2011). Additionally, employees 

who are committed to the organization 
are less likely to leave their job (Ćulibrk 
et al. 2018). Thus, to retain talented 
employees, contemporary organiza-
tions need to build a workplace where 
people feel satisfied and are committed 
to the organization (Bayona, Caballer & 
Peiró 2020). The satisfied workers are 
motivated workers and the motivat-
ed worker becomes more productive 
worker. Job satisfaction is not only re-
lated with motivational factors but it is 
also a major determinant of an employ-
ee’s organizational citizenship behavior 
(OCB). 

Adversely, dissatisfied employees ex-
press their discontent to others both 
inside and outside the organization. 
Such “bad-mouthing” leads to the de-
preciation, the goodwill and popularity 
of the organization. Dharma  (2005),  
organizations that are successful in 
achieving their goals,  one of them is 
because the organization can meet the 
job satisfaction of its employees. 

Job Satisfaction and its              
Psychological Aspect
Satisfied employees seem to be happier 
and can balance their professional and 
personal life. They can tactfully handle 
the stress, settle the hurdles and for-
ward towards professional growth with 
more dedication and confidence. Job 
satisfaction is important for psycholog-
ical adjustment and the happy life of a 
person. In fact, job satisfaction is noth-
ing more than the positive emotional 
response of the employees regarding 
their job responsibility, co-workers' be-
havior, organizational policies and over-
all work environment & culture. It di-
rectly influences at physical and mental 
health of the employees. To be healthy 
and wealthy, an employee should be 
satisfied with its job. Job satisfaction 
is the best remedy for resistance to 
change. Change is making things differ-
ent. Self-motivated staff with a higher 
degree of job satisfaction is regarded 
as the change agents in any organiza-
tion. They can easily adjust the environ-
mental adaptation and implement the 
change wholeheartedly.

Why Employee Job         
Satisfaction is Important 
for Employers Too
Not only for employees, job satisfaction 
is beneficial for employers too. If we 
think in a broad sense, the employer 
him/herself is also the employee of the 
organization. This is because an organi-

Job SatiSfaction: Why it iS    important for Job SatiSfaction: Why it iS    important for 
EmployErS tooEmployErS too                                                                                                                                               
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g]kfndf a}lsª l/;r{sf] cEof; vf;} gePtfklg cGt/fli6«o:t/df a}lsª 
l/;r{ Pp6f :yflkt cEof; xf] . a}+s ckm cd]l/sf, h] lk df]u{g a}+s, 
Pr\=P;\=lj=;L a}+s, / P;lacfO{ a}+s ;a}n] a}lsª l/;r{sf] dfWodaf6 

a}+ssf] Joj;fo lj:tf/ tyf ck/]zgn ;'wf/x? u/]sf] b]lvG5 . g]kfn a}+ssf] xsdf 
a}+s;Fu ePsf cfGtl/s tYofª\sx?sf] ljZn]if0f tyf afXo jftfj/0fsf] cWoog 
u/]/ a}+ssf] nflu d"No l;h{gf -value creation_ ug]{ sfd l/;r{n] ug{ ;Sb5 .

ljZjsf ljsl;t b]zx? tyf 7"nf 7"nf sDkgLx?n] klg cg';Gwfg tyf ljsf; 
-R & D_ nfO{ pRr k|fyldstfdf /fv]sf] b]lvG5 . cd]l/sf, rLg, hfkfg, hd{gL, 
a]nfot, blIf0f sf]l/of nufotsf b]zx?n] cg';Gwfg tyf ljsf;df cfkm\gf] s'n 
u|fx:y pTkfbgsf] @ b]lv % k|ltzt ;Ddsf] ah]6 vr{ ug]{ u/]sf] b]lvG5 eg] 
cd]hg, u'un, x'jfO{, dfOqmf];km\6, PKkn, km];a's h:tf sDkgLx?n] cfkm\gf] s'n 
cfDbfgLsf] & b]lv @! k|ltzt ;Dd cg';Gwfg tyf ljsf;df vr{ ug{]u/]sf] 
b]lvG5 .

l/;r{ Ps ljlzi6Ls[t sfo{

a}+ssf] nflu l/;r{ nSh/L jf af}l4s ljnf; geP/ cfjZostf xf] . cfhsf] 
k|lt:kwL{ ahf/df PS;g l/;r{ -action research_ ckl/xfo{ eO;s]sf] 5 / To;sf] 
dfWodaf6 ;+:yfx?n] Joj;flos nfe p7fO/x]sf x'G5g\ . ljefu tyf zfvfx? 
b}lgs sfdsfhdf Jo:t eO/xg'kg]{ ePsfn] tL OsfO{x?n] rfx]/ klg cfkm\gf] nflu 
cfjZos cg';Gwfg tyf gjk|jt{gsf] sfo{ cfkm} ug{ ;Sb}gg\ . To;}n] cg';Gwfg, 
ljsf; tyf cGj]if0f -Ogf]e]zg_ Ps ljlzi6Ls[t sfo{ xf] / s'g} klg ;+:yfn] 5'6\6} 
;+/rgf tof/ u/]/ cg';Gwfg tyf ljsf;sf] sfo{nfO{ cl3 a9fpg'kg]{ x'G5 .

a}lsª l/;r{sf] p2]Zo

g]kfn a}+ssf] xsdf l/;r{n] a}+s;Fu pknAw tYofª\sx?sf] pkof]u u/]/ shf{, 
l8kf]lh6, l8lh6n tyf cGo a}lsª k|f]8S6, ;]jf tyf k|lqmofx?df ;'wf/ tyf 
kl/jt{g Nofpg ;Sb5 . o;n] tYodf cfwfl/t lg0f{o tyf gLlt lgdf{0fsf] 
;+:s[lt nfO{ clej[l4 ub}{ a}+ssf x/]s txdf x'g] lg0f{ox? tyf a}+ssf] ;du| 
gLltx?nfO{ yk oyfy{k/s, ljZj;gLo tyf k|efjsf/L agfpg] ck]Iff ug{ 
;lsG5 . To:t}, l/;r{n] ljut tyf jt{dfgdf a}+sn] cjnDag u/]sf gLlt, 
/0fgLlt tyf sfo{qmdx?sf] j:t'k/s ;dLIff ub}{ To;df ePsf /fd|f kIf tyf 
sdL sdhf]/Lx?nfO{ s]nfpFb} eP u/]sf sfo{qmd tyf ;]jfx?nfO{ yk k|efjsf/L 
tyf ;'b[4 agfpg ;xof]uL e"ldsf v]Nb5 . 

l/;r{sf] nflu cfjZos k"jf{wf/x?

l/;r{ eg]sf] s'g} klg ;d:ofsf] ulx/fOdf uP/ To;df cGt/lglxt ;To, tYo 
tyf sf/0fx?sf] klxrfg ug]{ sfo{ xf] . To;}n], l/;r{ cfkm}Fdf Ps hl6n sfo{ 
xf] . l/;r{ Pp6f JolQmn] dfq klg ug{ ;S5 . t/ alnof] l/;r{ 6Ld agfP/ 
cWoog cg';Gwfg ug{ ;lsof] eg] To;n] l56f] kl/0ffd lbg ;S5 . g]kfn 
a}+ssf] xsdf l/;r{sf] nflu cfjZos ;a}eGbf dxTjk"0f{ k"jf{wf/ eg]sf] a}+s 
Joj:yfkg tyf ;a} sd{rf/Lx? dfem l/;r{sf] ;+:sf/ :yflkt ug'{ xf] . ;+:sf/ 
eg]sf] cfhsf] ef]nL lgdf{0f x'g] s'/f klg xf]Og . ukm u/]/ dfq klg l/;r{sf] 
;+:sf/ aGb}g . a}+sdf l/;r{sf] ;+:sf/ ta ljsf; x'G5, ha l/;r{df ;+nUg 
sd{rf/Lx?n] u/]sf] l/;r{ sfo{af6 cfPsf] ;Nnfx, ;'emfjnfO{ a}+s Joj:yfkg 
n] sfof{Gjog u/]/ ;fRr} kl/0ffd lbg yfNb5 . o;sf nflu ;'?jftL r/0fdf 
a}+sdf l/;r{sf] sfd ug]{ sd{rf/Lx?n] cg';Gwfg sfo{df Hofbf d]x]gt, nug / 
k"0f{ Odfgbfl/tf k|bz{g ug'{kg]{ x'G5 . To:t}, ;'?jftL r/0fdf a}+s Joj:yfkgn] 
l/;r{sf] kl/0ffddf eGbf klg l/;r{sf] alnof] OlG:6Ro';g agfpgdf l/;r{ 
6Ldn] ;fFRr} Odfgbf/ k|of; ul//x]sf] 5 ls 5}g eg]/ x]g'{ kg]{ x'G5 . xfdLn] 
af/Ldf cfFksf] la?jf /f]k]sf 5f}F / To;n] /fd|f] dnhn tyf x]/rfx kfO/x]sf] 5 
eg] x'ls{;s]kl5 To;n] cjZoklg kmn lbG5 g} . t/ cfFksf] ?v x'ls{g nfUg] 
h'g k|fs[lts ;do 5, Tolta]nf ;Dd klv{g ;Sg] w}o{tf eg] xfdLdf x'g}k5{ . 
l/;r{df klg of] lgod nfu' x'G5 . cfh xfdLn] b]lv/x]sf 7"nf 7"nf j}1flgsx?, 
cfljisf/sx? tyf cg';Gwfg s]Gb|x?n] klg oL ;a} r/0fx? Kff/ u/]/ oxfF 
;Ddsf] ofqf to u/]sf x'g\ . pbfx/0fsf] nflu ;g\ !(^) sf] bzsdf :yfkgf 
ePsf] O;/f] -ISRO-Indian Space Research Organization_ n] z"Go af6 ;'? u/]/ 
;g\ @)@# df Pp6f lkmNd aGg nfUg] ah]6 vr]{/ rGb|ofg–# rGb|dfsf] ;txdf 
k7fpg ;kmn eof] . of] ;kmntf k5fl8 pQm ;+:yfnfO{ ;xL lbzfdf 8f]¥ofpg  
ljqmd ;f/fefO{, k|f]= ;ltz wjg nufotn]  v]n]sf] g]t[TjbfoL e"ldsf tyf 
^) jif{sf] cGt/fndf 8f= P=lk=h] cAb'n snfd nufotsf y'k|} j}1flgsx?n] 
lg/Gt/ u/]sf] d]x]gt, kl/>d / ;dk{0fsf] 7"nf] xft 5 . 

g]kfn a}+sdf l/;r{sf] alnof] OlG:6Ro';g agfpg xfdLn] bIf hgzlQm, 8f6f 
a}+s, ef}lts k"jf{wf/ / 8f6f ljZn]if0fsf] nflu k|f]ufldª Nofª\Uj]hdf bIftf 
nufotsf If]qx?df sfd ug'{kg]{ x'G5 . To:t}, a}+s Joj:yfkgn] tflnd, l/;r{ 
cfp6;f]l;{ª, ljZjljBfno tyf cg';Gwfg sfo{df ;+nUg cGo ;+:yfx?;Fu 
cg';Gwfg tyf 1fgsf] cfbfgk|bfgsf] nflu ;fem]bf/L nufot sfo{x?df ;'?jftL 
r/0fdf cfkm\gf] nufgL s]lGb|t ug'{kg]{ x'G5 .  

a}+sdf l/;r{sf If]qx?

a}+sn] zfvf tyf ljefux?sf ck/]zgn ultljlwx?df ;'wf/÷kl/jt{g Nofpg], 
a}lsª k|f]8S6, ;]jf / k|lqmofx?df ;do;fk]If ;'wf/÷kl/jt{g ub{} ;]jfu|fxLsf 
nflu yk ;xh / ;/n agfpg], shf{sf gofF gofF k|f]8S6x? lgdf{0f ug]{, sd{rf/Lsf]         
pTkfbsTj clej[l4 ug]{ nufotsf If]qdf cWoog cg';Gwfg ug{ ;Sb5 . To:t}, 
a}+ssf] k|zf;lgs tyf cGo nfut 36fpg], 3f6fdf uPsf zfvfx?nfO{ s;/L 
a]|s Oeg jf gfkmfdf Nofpg], v/fa shf{ s;/L sd ug]{, l8lh6n lahg]; 
tyf l8lh6n sf/f]af/ s;/L a9fpg] / ;]jfu|fxLx?nfO{ s;/L ;Gt'i6 /fVg] 
nufotsf ljifox?df ulx/f] vf]h tyf cg';Gwfg ug{ ;lsG5 . cg';Gwfgaf6 

g]kfn a}+sdf l/;r{ lsg <          
ls/0f bfxfn

;xfos k|jGws

g]kfn a}+s lnld6]8



2081 BAISAKH NeBEU NeBEU SANDESHSANDESH Volume 9  Issue 1 5
k|fKt glthfsf cfwf/df ;DalGwt kIfx?;Fu a;]/, 5nkmn u/]/, ;d:of 
;dfwfgsf] j:t'ut pkfox? klxrfg u/]/, To;df ;/f]sf/jfnf kIfx? 
;a}sf] ;fd'lxs :jfldTj l;h{gf u/]/, a}+sn] tTsfn tyf bL3{sfndf 
ug{ ;Sg] ;'wf/x?÷x:tIf]kx? -interventions_ lgwf{/0f ug{ ;lsG5 . 
a}+ssf] cg';Gwfg OsfO{n] a}+lsª l;:6d, sd{rf/L, ljefu÷zfvf, 
cGt/ ljefu÷zfvf ;dGjo / a}+ssf] gLlt tyf lgodx? u/L kfFr 
txdf cNksfn tyf bL3{sfndf s]–s:tf x:tIf]kx? ug{ ;lsG5 eg]/ 
sfof{Tds /0fgLltx? agfP/ sfof{Gjogsf] nflu a+}s Joj:yfkgnfO{ 
l;kmfl/; ug{ ;Sb5 . t/ as+} sf] l/;r{ OsfO{n] s] ljifodf cg';Gwfg 
ug]{ eGg] ;DaGwdf a}+s Joj:yfkgn] a}+ssf] k|fyldstf / l/;r{ OsfO{sf] 
cg';Gwfg Ifdtfsf cfwf/df l/;r{ k|f]h]S6x? 5gf}6 u/]/ lbg'kg]{ x'G5 .

a}+ssf] l/;r{ ;+:s[lt

cg';Gwfg tyf ljsf; eg]sf] ;fd'lxs sfo{ xf] . o;df ;a} kIfsf] 
;+nUgtf cfjZos x'G5 . l/;r{sf] lhDdf Pp6f ljefu jf OsfOn] 
lnPtfklg o;sf] :jfldTj ;a}n] lng'k5{ . l/;r{sf] nflu v'nf ;+jfb, 
5nkmn / j:t'k/s cfnf]rgf ug{ tyf ;'Gg ;Sg] jftfj/0fsf] lgdf{0f 
ug'{k5{ . cg';GwfgnfO{ kl/0ffdd'vL agfpgsf] nflu ;d:of jf ljifonfO{ 
c+z c+zdf eGbf klg ;du|tfdf a'em\g÷x]g{ ;Sg] b[li6sf]0fsf] lgdf{0f 
ug'{k5{ . To:t}, cg';GwfgnfO{ kl/0ffdd'vL agfpgsf] nflu ;dosf] 
kfjGbL tf]lsg'k5{ t/ l/;r{ eg]sf] ;d:ofsf] ulx/fOdf k'u]/ tYox?sf] 
vf]hL ug]{ ljifo ePsf]n] o;df nrskgfsf] k|aGw klg plQs} cfjZos 
kb{5 .

a}+sdf ul/g] l/;r{sf] ;fdfGo vfsf

a}+sdf ul/g] l/;r{sf] ;fdfGo vfsf lgDgcg';f/ /xg ;Sb5M

lgrf]8df,

l/;r{sf] d'Vo p2]Zo eg]sf] ;]jf k|jfxdf ;fgf tyf 7"nf ;'wf/x? NofP/ 
a}+ssf] d'gfkmf a9fpg], sd{rf/Lsf] pTkfbsTj / dgf]an a9fpg] tyf 
a}+sn] k|jfx u/]sf] ;]jfk|lt ;]jfu|fxLnfO{ ;Gt'i6 /fVb} a}+sk|lt ;sf/
fTds wf/0ffsf] lgdf{0f ug]{ xf] . clxn] a}+ssf] Pp6f ;fgf] OsfO{ / ;Lldt 
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Concept of Blue Ocean and Red Ocean Strategy
The term "strategy" originates from the Greek word "strate-
gia," which combines "stratos" (meaning "army") and "ago" 
(meaning "to lead" or "to guide"). In ancient Greece, "strat-
egos" referred to a military commander or general who was 
responsible for leading armies in warfare. Over time, the 
concept evolved to encompass not only military tactics but 
also broader planning and decision-making processes aimed 
at achieving specific objectives in various domains, including 
business, politics, and sports.

The etymology of "strategy" highlights its historical connec-
tion to military leadership and the idea of guiding or directing 
actions to achieve desired outcomes. Today, while the term 
is still used in military contexts, it has also become integral to 
fields such as management, marketing, and policy-making, 
where it denotes the formulation and execution of plans to 
achieve goals amidst complex and dynamic environments.

Strategy is nothing other than navigating the path to success. 
It is a high-level plan or approach designed to achieve specific 
goals or objectives. It involves making choices about how re-
sources will be allocated and actions will be taken to pursue 
desired outcomes. Strategy encompasses a set of decisions 
and actions that are intended to position an individual, orga-
nization, or entity in a competitive environment to achieve 
sustainable success or advantage. It typically involves anal-
ysis, planning, implementation, and adaptation in response 
to changing circumstances. Effective strategy considers both 
internal capabilities and external factors, such as market dy-
namics, competition, and technological advancements, to 
create a path toward desired outcomes.

The components of a strategy can vary depending on the 
context, but they generally include the following:

Vision and Mission: These articulate the long-term aspira-
tions and purpose of the organization, providing a guiding 
framework for strategic decisions.

Goals and Objectives: These define specific, measurable 
outcomes that the strategy aims to achieve within a certain 
timeframe.

Analysis: This involves assessing internal strengths and 
weaknesses, as well as external opportunities and threats, 
through tools like SWOT analysis, PESTLE analysis, and com-
petitive analysis.

Competitive Advantage: This identifies what sets the orga-
nization apart from competitors and how it can leverage its 
strengths to gain a sustainable advantage.

Strategic Focus: This defines the scope of the strategy, in-
cluding the markets, products, services, and customer seg-
ments the organization will prioritize.

Resource Allocation: This involves determining how resourc-
es such as capital, talent, and technology will be allocated to 
support the strategy's execution.

Action Plan: This outlines the specific initiatives, projects, or 

activities that will be undertaken to implement the strategy 
and achieve the defined objectives.

Monitoring and Evaluation: This involves establishing met-
rics and milestones to track progress, identify deviations, 
and make adjustments as needed to stay on course.

Risk Management: This addresses potential uncertainties 
and risks that could impact the success of the strategy and 
includes strategies for mitigating or managing those risks.

Communication and Alignment: This ensures that all stake-
holders understand the strategy, their role in its execution, 
and how their efforts contribute to overall success.

The Process of Strategy Typically Involves Several  
Interconnected Steps
Analysis: This step involves gathering and analyzing rele-
vant data about the internal and external environment. It 
includes conducting SWOT analysis (Strengths, Weaknesses, 
Opportunities, Threats), assessing market trends, competi-
tor analysis, and evaluating the organization's resources and 
capabilities.

Setting Objectives: Based on the analysis, clear and measur-
able objectives are set. These objectives should align with 
the organization's mission and vision and serve as the guid-
ing force for strategy development.

Strategy Formulation: In this step, strategic options are gen-
erated to achieve the objectives identified in the previous 
step. This may involve brainstorming, scenario planning, and 
evaluating different courses of action. The chosen strate-
gy should leverage the organization's strengths, address its 
weaknesses, exploit opportunities, and mitigate threats.

Strategy Implementation: Once the strategy is formulated, 
it needs to be put into action. This involves developing de-
tailed plans, allocating resources, defining responsibilities, 
and establishing timelines. Effective communication and co-
ordination are essen-
tial during this phase 
to ensure alignment 
across the organiza-
tion.

Monitoring and Eval-
uation: Throughout 
the implementation 
process, progress 
towards objectives 
is monitored and 
evaluated. Key per-
formance indicators 
(KPIs) are tracked to 
assess whether the 
strategy is on track 
and delivering the 
desired results. This 
step allows for adjust-
ments to be made as 
needed in response 
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to changing circumstances or unforeseen challenges.

Feedback and Adaptation: Feedback mechanisms are cru-
cial for gathering insights from the implementation process. 
Based on the feedback received and the evaluation of per-
formance, adjustments to the strategy may be necessary. 
This could involve refining tactics, reallocating resources, or 
even revisiting the strategic objectives.

Continuous Improvement: Strategy is not a one-time exer-
cise but an ongoing process. Continuous learning and adap-
tation are essential for staying competitive in a dynamic envi-
ronment. Organizations need to regularly review and update 
their strategies to respond to emerging opportunities and 
threats.

Types of Strategy
Corporate Strategy: Concerned with the overall scope and 
direction of an entire organization. It involves decisions 
about which industries or markets to enter, the allocation of 
resources among business units, and portfolio management.

Business Strategy: Focuses on how a specific business unit 
or division will compete within its chosen industry or market 
segment. It involves decisions about positioning, differentia-
tion, and competitive advantage.

Functional Strategy: Involves the development of plans and 
tactics within specific functional areas of an organization, 
such as marketing, operations, finance, and human resourc-
es. It aligns functional activities with broader business ob-
jectives.

Competitive Strategy: Concentrates on how an organization 
will compete effectively within its industry or market. It in-
volves identifying sources of competitive advantage, such as 
cost leadership, differentiation, or focus.

Market Entry Strategy: Determines how an organization will 
enter new markets or industries. It involves decisions about 
market selection, entry timing, entry mode (e.g., organic 
growth, partnerships, acquisitions), and competitive posi-
tioning.

Innovation Strategy: Focuses on how an organization will 
foster and leverage innovation to drive growth and maintain 
competitiveness. It involves decisions about research and 
development, product development, and technological ca-
pabilities.

Digital Strategy: Addresses how organizations leverage 
digital technologies and platforms to achieve business ob-
jectives. It involves decisions about digital transformation, 
online presence, e-commerce, and data analytics.

International Strategy: Deals with how organizations ex-
pand their operations and compete in international markets. 
It involves decisions about global expansion, market entry, 
localization, and international partnerships.

Various Models of Strategy
SWOT Analysis: SWOT stands for Strengths, Weaknesses, 
Opportunities, and Threats. It involves identifying internal 
strengths and weaknesses, as well as external opportunities 
and threats, to inform strategic decision-making.

Porter's Five Forces: Developed by Michael Porter, this 
framework analyzes the competitive forces within an indus-
try, including the threat of new entrants, the bargaining pow-
er of buyers and suppliers, the threat of substitute products 

or services, and the intensity of rivalry among competitors.

BCG Matrix: The Boston Consulting Group (BCG) Matrix 
categorizes a company's business units into four quadrants 
based on market growth rate and relative market share, pro-
viding insights into portfolio management and resource al-
location.

Ansoff Matrix: This matrix helps organizations consider 
growth strategies by analyzing potential combinations of 
new and existing products and markets. It categorizes strate-
gies into market penetration, market development, product 
development, and diversification.

Blue Ocean Strategy: This approach focuses on creating un-
contested market space by innovating and offering unique 
value propositions that make competition irrelevant. It in-
volves identifying and exploiting untapped market opportu-
nities.

McKinsey 7S Framework: This model considers seven in-
terconnected elements of an organization – strategy, struc-
ture, systems, shared values, skills, style, and staff – to assess 
alignment and identify areas for strategic change.

Balanced Scorecard: Developed by Kaplan and Norton, the 
Balanced Scorecard translates an organization's vision and 
strategy into a set of performance metrics across four per-
spectives: financial, customer, internal processes, and learn-
ing and growth.

Scenario Planning: This approach involves creating multi-
ple plausible future scenarios to explore uncertainties and 
develop strategies that are robust across different potential 
outcomes.

Value Chain Analysis: This model disaggregates a compa-
ny's activities into primary and support activities to identify 
sources of competitive advantage and opportunities for cost 
reduction or differentiation.

PESTLE Analysis: PESTLE stands for Political, Economic, So-
cial, Technological, Legal, and Environmental factors. This 
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framework helps organizations understand and respond to 
external influences on their business environment.

Concept of Blue Ocean strategy and Red Ocean 
Strategy
Blue Ocean Strategy is a strategic framework developed by 
W. Chan Kim and Renée Mauborgne that emphasizes the 
creation of uncontested market space. Unlike traditional 
strategies that focus on competing within existing market 
boundaries, Blue Ocean Strategy advocates for making com-
petition irrelevant by offering unique value propositions that 
attract new customers.

At its core, Blue Ocean Strategy involves value innovation, 
which entails simultaneously pursuing differentiation and 
low cost. This means creating new market space by rede-
fining industry boundaries, identifying untapped customer 
needs, and developing innovative products or services that 
meet those needs in a way that is not currently provided by 
existing competitors.

The strategy is guided by the Four Actions Framework, which 
encourages companies to challenge industry norms and re-
think value propositions through four key actions: eliminate, 
reduce, raise, and create. By eliminating or reducing factors 
that are taken for granted in the industry, raising the bar on 
certain factors, and creating entirely new elements, compa-
nies can break away from competition and carve out new 
avenues for growth.

Overall, Blue Ocean Strategy offers a systematic approach for 
organizations to innovate, differentiate, and create new mar-
ket opportunities, ultimately driving sustainable growth and 
profitability. Blue Ocean Strategy offers a compelling frame-
work for creating new market space and driving sustainable 
growth. However, it requires careful planning, innovation, 
and organizational alignment to overcome challenges and 
capitalize on new opportunities.

The Characteristics of Blue Ocean Strategy Include
Uncontested Market Space: Blue Ocean Strategy focuses 
on creating uncontested market space where competition 
is irrelevant. Instead of competing within existing market 
boundaries, companies seek to unlock new market opportu-
nities by offering unique value propositions that attract new 
customers.

Value Innovation: At the core of Blue Ocean Strategy is value 
innovation, which involves simultaneously pursuing differen-
tiation and low cost. Companies aim to offer buyers a leap 

in value by providing them with new or improved utility at a 
lower cost.

Focus on Innovation: Blue Ocean Strategy emphasizes inno-
vation and creativity in product or service offerings. Compa-
nies strive to break away from industry norms and redefine 
value propositions through innovative products, services, or 
business models.

Customer-Centric Approach: Blue Ocean Strategy is cen-
tered around meeting the needs and preferences of custom-
ers. Companies deeply understand customer pain points and 
desires, and develop offerings that address them in a unique 
and compelling way.

Market Creation: Rather than simply satisfying existing 
demand, Blue Ocean Strategy aims to create new demand 
through innovation and value creation. Companies identify 
and address latent customer needs that are not currently 
served by existing offerings, thereby unlocking new sources 
of growth.

Alignment Across the Organization: Successful implemen-
tation of Blue Ocean Strategy requires alignment across all 
levels of the organization. This involves ensuring that all 
aspects of the business, from operations to marketing, are 
aligned with the strategic goal of creating uncontested mar-
ket space.

Continuous Evolution: Blue Ocean Strategy is not a one-time 
event, but an ongoing process of innovation and adaptation. 
Companies must continuously evolve and innovate to stay 
ahead of the competition and sustain growth over the long 
term.

Overall, Blue Ocean Strategy is characterized by a focus on 
creating uncontested market space, value innovation, a cus-
tomer-centric approach, continuous innovation, and align-
ment across the organization. It offers a systematic approach 
for companies to break away from competition and drive 
sustainable growth and profitability.

Components
Value Innovation: This is the core component of Blue Ocean 
Strategy, which involves creating new market space by simul-
taneously pursuing differentiation and low cost. Value inno-
vation seeks to offer buyers a leap in value by providing them 
with new or improved utility at a lower cost.

Four Actions Framework: This framework guides compa-
nies in breaking away from competition by focusing on four 

key actions: eliminate, reduce, raise, and 
create. These actions involve challeng-
ing industry norms and redefining value 
propositions to unlock new market op-
portunities.

Reconstruct Market Boundaries: Blue 
Ocean Strategy encourages companies 
to redefine industry boundaries by cre-
ating new market space. Instead of com-
peting within existing market segments, 
companies can explore untapped cus-
tomer needs and preferences to unlock 
new avenues for growth.

Reach Beyond Existing Demand: Blue 
Ocean Strategy aims to go beyond 
satisfying existing market demand by 
creating new demand through innovation 
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and value creation. By identifying and addressing latent 
customer needs that are not currently served by existing 
offerings, companies can unlock new sources of growth.

Alignment: Successful implementation of Blue Ocean 
Strategy requires alignment across all levels of the 
organization. This involves ensuring that all aspects of the 
business, from operations to marketing, are aligned with the 
strategic goal of creating uncontested market space.

Principles
Focus on Value, Not Competition: Blue Ocean Strategy 
encourages companies to shift their focus from beating 
the competition to creating new demand and value for 
customers. By offering innovative products or services, 
companies can attract new customers rather than competing 
for existing ones.

Reconstruct Market Boundaries: Instead of competing 
within existing market boundaries, Blue Ocean Strategy 
advocates for creating new market space by redefining 
industry boundaries and exploring untapped customer 
needs.

Reach Beyond Existing Demand: Blue Ocean Strategy aims 
to go beyond satisfying existing market demand by creating 
new demand through innovation and value creation. This 
involves identifying and addressing latent customer needs 
that are not currently served by existing offerings.

Align the Whole System of a Company's Activities with 
Its Strategic Choice: To successfully implement Blue Ocean 
Strategy, companies must align their entire value chain with 
their strategic choices. This involves ensuring that all aspects 
of the organization, from operations to marketing, support 
the creation of uncontested market space.

Challenges
Risk of Disruption: Implementing Blue Ocean Strategy often 
requires significant changes to existing business models 
and practices, which can be disruptive and challenging to 
manage.

Market Acceptance: Introducing new, innovative products 
or services may face resistance from customers accustomed 
to existing offerings. Convincing customers to adopt new 
value propositions can be a significant challenge.

Competitive Response: Despite efforts to create 
uncontested market space, competitors may respond with 
their own innovations or strategies, potentially undermining 
the advantages gained from Blue Ocean Strategy.

The Way Forward
Continuous Innovation: To sustain success with Blue Ocean 
Strategy, companies must prioritize continuous innovation 
and evolution. This involves staying attuned to changing 
market dynamics and customer preferences to maintain 
relevance and competitive advantage.

Adaptability: Blue Ocean Strategy requires flexibility and 
adaptability to respond to market changes and competitive 
threats. Companies should be prepared to adjust their 
strategies and offerings as needed to stay ahead of the curve.

Customer-Centric Approach: A customer-centric approach 
is essential for success with Blue Ocean Strategy. Companies 
must deeply understand customer needs and preferences 
to develop offerings that resonate and create new demand.

Organizational Alignment: Achieving alignment across 
all levels of the organization is critical for successful 
implementation of Blue Ocean Strategy. Companies should 
ensure that all employees understand the strategic vision 
and are aligned in their efforts to execute it effectively.

Concept of Red Ocean Strategy
The term "Red Ocean Strategy" refers to a competitive 
strategy focused on competing within existing market 
boundaries, where industry rivals vie for a share of the same 
customer demand. In a red ocean, competition is intense, 
leading to price wars, commoditization, and limited growth 
opportunities. Red Ocean Strategy emphasizes beating the 
competition by outperforming rivals within the confines of 
existing market space. Companies in red oceans typically 
compete based on factors such as price, product features, 
and customer service, seeking to gain market share from 
competitors. While Red Ocean Strategy can be effective for 
maintaining competitiveness within established markets, it 
may also lead to a "bloody" environment where companies 
struggle to differentiate.

The Characteristics of Red Ocean Strategy Include
Intense Competition: In red oceans, competition among 
existing players is fierce as they vie for a share of the same 
customer demand. This often leads to price wars, aggressive 
marketing tactics, and a focus on gaining market share from 
rivals.

Price-Based Competition: Companies in red oceans often 
compete primarily on price, offering discounts, promotions, 
and other incentives to attract customers. This can lead to 
eroding profit margins and commoditization of products or 
services.

Limited Differentiation: With competitors offering similar 
products or services, differentiation in red oceans is often 
limited. Companies may struggle to distinguish themselves 
from rivals, leading to a lack of perceived value among 
customers.

Incremental Innovation: Innovation in red oceans tends 
to be incremental rather than revolutionary. Companies 
focus on improving existing products or services rather than 
creating entirely new market space.

Market Saturation: Red oceans are often associated with 
market saturation, where customer needs and preferences 
are well-defined, leaving little room for innovation or value 
creation. As a result, growth opportunities may be limited.

Customer Retention Focus: In red oceans, companies often 
prioritize retaining existing customers over acquiring new 
ones. This can lead to a focus on customer loyalty programs, 
repeat purchases, and customer relationship management.

Industry Conformity: Companies in red oceans tend to follow 
industry norms and conventions, rather than challenging 
them. This can result in a lack of creativity and innovation 
within the industry.

Overall, Red Ocean Strategy is characterized by 
intense competition, price-based competition, limited 
differentiation, incremental 
innovation, market saturation, 
a focus on customer retention, 
and industry conformity. While it 
can be effective for maintaining 
competitiveness within 
established markets, it may ...
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Introduction
Public Enterprise (PEs) is an organi-
zation which is owned, managed and 
controlled by government for the wel-
fare of public. It is established in Ne-
pal mainly for providing basic goods 
and services with ease in access to the 
public at a reasonable price while main-
taining a healthy competition in the de-
livery of such goods and services. PEs 
have been playing an important role in 
controlling the market monopoly, re-
ducing artificial shortage, fair distribu-
tion of essential goods and services as 
well as expanding access to financial fa-
cilities. Government of Nepal has been 
establishing and managing PEs in public 
utility, business, service, industry, social 
utility and financial sector.

Rationale of Public Enterprises
PEs have been established to serve 
Infrastructural facilities and service,         
basic consumer and development 
goods, adequate supplies of essential 
goods, managerial support to needy    
enterprises, and entrepreneurial 
support to needy enterprises. Generally, 
the rationale of PEs in Nepal was as 
mentioned below:

Private sector was weak in both capital 
and know how (technical as well as 
managerial) and government initiation 
was vital to enhance economic activities.

1. Donor countries and agencies, 
particularly China and former USSR, 
were much interested to invest in 
several enterprises, hence PEs were 
established to utilize these resources.

2. Additional return was expected from 
government investment in productive 
sector which was essential to mobilize 
other priority and backward areas.

3. Government was responsible to 
prevent private sector exploit general 
public by charging monopoly price and 
rendering low quality and quantity of 
goods and services

4. Slogan of socialism, mainly in the 
post war era, was popular in the 
developing countries including Nepal 
though Nepal’s constitution has not 
incorporated the doctrine of socialism 
as has been the case in other countries.

5. Being newly independent from the 

domestic oligarchic rulers, the new po-
litical leadership aspired for providing 
the basic economic services through 
the public sector with the pious ob-
jective of alleviating the poverty of the 
people and improving the underdevel-
oped conditions of the country.

Current situation of PEs in       
Nepal is shown below
After the restoration of democracy in 
Nepal, PEs were established alongside 
the initiation of strategic development 
plan. The highest number of PEs had 
reached at 62 by the end of Seventh 
Plan. With the emergence of open 
economy, the policy for the operation 
and management of PEs on competi-
tive and professional basis was adopt-
ed in order to internalize the changing 
concept of PE management. According 
to this concept, 30 PEs that were not 
being able to be competitive as well as 
not in government priority were divested. 

As of today, there are a total of 44 PEs 
in existence: 10 PEs in Industrial Sector, 
5 PEs in Trading Sector, 10 PEs in Ser-
vices Sector, 5 PEs in Social Sector, 5 PEs 
in Public Utility Sector and 9 PEs are in 
Financial Sector. Out of them, only 42 
PEs are currently in operation. As per 
the details of PEs as on 2079 Asar end, 
formation of PEs as per company Act 
is 33, as per special Act it is 7, As per 
Sanchar Sansthan Ain it is 2, as per Sa-
hakari Sansthan Ain it is 1 and as per 
Sansthan Ain it is 1. Though legally ex-
ist, Janakpur Cigarette Factory, Butwal 
Spinning Mills Ltd., Nepal Engineering 
Consultancy Service Center Ltd. and 
National Trading Company Ltd. are not 
doing any businesses or commercial ac-
tivities. Metal Company Ltd. has not yet 
to come into operation. 

The commercial business of Nepal Rail-
way Company Ltd. has not yet start-
ed because the construction of a new 
railway track is in progress. Dhaubadi 
Falam Company Ltd. and Nepal Infra-
structure Company Ltd. are two new 
PEs added to the list of PEs in Nepal in 
the fiscal year 2019-2020. At the very 
outset of incorporation, most of the PEs 
had monopoly but in the subsequent 
years they failed to continue. Of late, 
the establishment of new PEs has come 
in line with government’s policy priority 
to invest in the areas of Hydro power 
production and transmission line, con-

struction of public infrastructure and 
expansion of industrial districts.

In the last few years, the number of 
employees in PEs is in declining trend. 
The number of employees has declined 
because of the use of modern technol-
ogies, cut of the staff especially in Pub-
lic Utility and Financial Sector. In addi-
tion, the number is decreasing as some 
PEs are closed and some PEs have no 
regular plan of recruitment as well as 
a practice of lengthy process of recruit-
ment. However, due to the involvement 
of Lok sewa aayog in acquisition and 
career growth of employee of all the 
PEs, there is assurance of fair selection 
in acquisition, recruitment and mainte-
nance of employees though some dis-
parities can be found in providing finan-
cial incentives among PEs.

Among all PEs in operation, the top five 
highest profit-making PEs in the fiscal 
year 2078/79 are Nepal Electricity Au-
thority, Nepal Doorsanchar Company 
Ltd., Rastriya Banijya Bank Ltd., Citi-
zen’s Investment Trust and Deposit and 
Credit Guarantee Fund. 5 PEs including 
Gorkhapatra, Krishi Samagri Co. Ltd., 
Sanskritik Sansthan were given subsi-
dies by GON. As per the annual status 
review of PEs 2080, GON, Ministry of Fi-
nance, in comparison with FY 2077/78 
and FY 2078/79, paid up capital, share-
holders net worth, net earning, re-
serve, investments etc. are increased 
in FY 2078/79 than that of FY 2077/78. 
Whereas, debt, tax management (cur-
rent and deferred), debt equity ratio 
etc. are decreased in FY 2078/79. 
No. of PEs that completed their audit 
status till correspondence FY in 2078/79 
is 21, Number of net profit earning PEs 
is 25, Number of PEs that are operating 
in loss is 17, number of PEs that were 
closed/ not in operation is 2, PEs with 
accumulated profit is 20, PEs with 
accumulated loss is 19. Whereas, total 
number of employees is 29,736. 
In the absence of regular audit of 
some PEs, its fairly difficult to make 
an accurate assessment of financial 
situations.

Challenges of PEs in current  
scenario
Basic goal of PEs is providing goods and 
services at reasonable cost, creation of 
employment opportunities, creation 
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of socio-economic infrastructure and 
finally make contribution in national 
development. Some challenges that 
are hindering in managing PEs are men-
tioned below:

1. Structural rigidities
Working on behalf of government 
ownership and control, PEs are not 
completely business oriented and it’ s 
principle of market management is not 
applicable. The goal of PEs is not attain-
ing profit but to provide basic service 
delivery at fair price. However, there is 
a challenge for the fulfillment of social 
responsibility considering government 
policies as major focus. PE’s are unable 
to make timely decision, unable to pic-
turize proper cost benefit analysis for 
determining the price, due to which 
organizational objective and policy of 
government are mismatched resulting 
in lack of effectiveness. 

2. Organizational aspect
Government is unable to make regu-
latory institute for all the PEs. There 
is dual role of concerned ministry and 
ministry of finance in operation and 
management. It lacks organizational 
ownership of concerned ministry. Lack 
of corporate governance is another 
major thing seen as a problem in PEs. 
PE are not fully responsible to the gov-
ernment. Due to dual ownership and 
control process PEs lacks unified con-
trol and responsibility system. They are 
unable to make performance evalua-
tion of PEs by one responsible ministry.

3. Managerial aspect
Structure of maximum PEs is weighty 
and there is weak performance evalu-
ation and management system. PEs are 
unable to follow agile, correct, trans-
parent and techno friendly principles.  
PE lacks better management of exper-
tized knowledge, skills and potential. 
Incompetent employees due to lack of 
training and development programs, 
research-based findings to tackle cur-
rent market need, delay in enrollment 
procedures, weak corporate gover-
nance and accountability, existence 
of status quo practices, weak internal 
control and administration are the few 
factors that are lagging PEs left behind 
the competitive world.

4. Business aspect
Most PEs are not able to follow ba-
sic business fundamentals like forma-
tion of long-term strategic plans and 
planned development practice. They 
are not able to use Information and 
communication technology at desired 
level. Ineffective monitoring and in-

spection of performance appraisal is 
another factor that is drowning organi-
zations. Proper execution of plans and 
programs adhering to government’s 
priority could have changed the situ-
ation. That would eventually help in 
forming detailed market plan, following 
market rules and tactics, developing 
competency and being responsible to-
wards government, stakeholders and 
consumers at large.

5. Financial efficiency and           
responsibility aspect
Accounting, auditing, General meet-
ings, Annual reporting, Internal control 
based on good corporate governance 
practices, Accountable and efficient 
financial transactions makes an orga-
nization robust and trustworthy. How-
ever, very few PEs comply with NFRS 
standards. Only few of them are doing 
regular and timely auditing. One fourth 
of PEs are still in loss. They are unable 
to pay principal and interest, debts 
are increasing day by day. Apart from 
these things, COVID-19 pandemic, Rus-
sia Ukraine war and global commodity 
price shocks have weakened PEs finan-
cial situations.

Excessive political interferences, lack of 
adequate autonomy and accountabil-
ity, absence of professionalism, ram-
pant financial indiscipline and conflict-
ing goals have been the main reasons 
responsible for the dismissal of perfor-
mance of PEs in Nepal. PEs operate un-
der various legal and regulatory frame-
works and in different market settings. 
They have been formed under different 
Acts, 33 PEs were established under 
the Companies Act, the others are es-
tablished under various special Acts, 
Cooperative ACT, OR Corporation Act. 
The daily and managerial operations 
of PEs are governed by various rules 
and laws. These rigidities have created 
some chaotic environment in PEs. 

Way out
Governments fundamental priority like 
providing reasonable cost of goods and 
services, prioritization of deprived sec-
tor, reduction in poverty and inequality 
can be effectively addressed through 
proper execution of PEs in various ways 
as mentioned below:

1. Establishment of regulatory body in 
PEs for those who doesn’t have regu-
latory body. This gives a clear frame-
work to work upon organizational pol-
icies and procedures. This also makes 
organization autonomous and helps in 
better coordination with organizational 
management, board and government 
to give expected results.

2. Policy reform through umbrella Act 
enhances competency through clear 
guidelines and manuals to conduct 
organizational performances in an 
effective way. This will result in no in-
tervention by outsiders and makes the 
organization autonomous to exercise 
rights for organizational benefits. 

3. Effective and proactive board of di-
rectors, audit committee, internal audit 
and internal control system makes re-
sponsible PEs.

4. By restructuring as per changed fed-
eral structure, effective performance 
evaluation system, managerial skill en-
hancement, effective communication, 
enhancement of information and com-
munication technology and adhering to 
financial discipline, we can make posi-
tive impact on managerial aspects of 
PEs.

5. It is imperative to restructure PEs 
based on need, relevancy and nature of 
work. There is also a need to continue 
implementing the policy of merger and 
acquisition of PEs that correspond to 
the same objective and similar nature 
as well as the policy of unbundling of 
large enterprises for job specification. 
Hiring strategic partner can be another 
way out.

6. It is important to right-size employ-
ees by conducting new organization 
and management (O &M) surveys in 
terms of business plan and workload 
of PEs. PEs need to adopt the policy of 
linking employees’ performance with 
career development through clear job 
description and performance indica-
tors.

7. There should be a clear provision of 
exit policy for financially unviable PEs, 
closed PEs and sick PEs. For this, there 
is a responsibility for government to 
adopt an important mechanism and 
method to use land, building, machin-
ery and tools as well as to protect doc-
uments of dissolved PEs.

8. Competency and quality service de-
livery assurance by using total quality 
management concept can be another 
factor.

9. Assurance of justice and social re-
sponsibility toward citizens can bring 
positive attitude and hope to bring out 
positive changes in the nation. 

10. Production and distribution of 
goods and services in terms of dura-
bility to mobilize different sector of an 
economy.

Given the role of public ... 
» pg. 16
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1. Background of the study

One of the most important and widely used source of infor-
mation about a country's international economic position is 
its balance of payments situation. It is a summary statement 
of all the transactions between the residents of one country 
and the rest of the world. It covers a given period of time, 
usually one year. Maintaining favorable balance of payments 
is a prime objective of a country. It shows economic strength 
and weakness of a country which is linked with other macro-
economic variables or a country.

 The balance of payment accounts consists mainly following 
two accounts.

i. Current Account and

ii. Capital and Financial Account 

The current account is a part of the balance of payments that 
considered both visible and invisible trade of a country to 
the rest of the world. Visible imports and exports consist of 
physical merchandise of all kinds, whereas the invisible im-
ports and exports are services, transfers and interest, profit 
and dividends. When, X denotes the exports and M imports 
then in monetary term current account balance of payments 
equation can be expressed as;

B = X - M ------------------------------- (1)

If X > M, B > O, the case of current account surplus or favorable.

If X > M, B < O, the case of current account deficit or unfavorable.

If X = M, B = O, the case of current account is balanced.

Similarly, capital and financial account is a part of the bal-
ance of payment that records long term and short-term cap-
ital movements among the countries. Capital and financial 
account of the balance of payments is divided into two main 
categories as the capital account and the financial account. 
The capital account consists all transactions that involve the 
receipt or payment of capital transfers and acquisition or 
disposal of non-produced and nonfinancial assets. Financial 
account covers all transactions related with changes of own-
ership in the foreign financial assets and liabilities a country. 
Such changes include the creation and liquidation of claims 
on, or by, the rest of the world. The main basis for the clas-
sification of the financial account is functional category i.e., 
direct investment, portfolio investment, other investment, 
and reserve assets while the SNA classification is primarily 
by type of instrument: monetary gold, currency and depos-
its, loans, etc. The capital account indicates capital transfers 
receivable and payable between residents and nonresidents, 
and the acquisition and disposal of nonproduced, nonfinan-
cial items.

 The structure of the capital and financial account also is gen-
erally compatible with other statistical systems of the Inter-
national Monetary Fund and is consistent with the classifica-
tion of related income components of the current account 
and with the international investment position. The capital 
account has also two parts: capital transfers and acquisition 

or disposal of nonproduced, nonfinancial assets. In former 
editions of the IMF manual, capital transfers were included 
indistinguishably with current transfers in the current ac-
count.

In equation (1), when B ≠ O i.e. unbalance it is needed to 
correct and when   B < O, serious problem arises that indi-
cates unfavorable. In this case the balance of payments is 
in deficit. Now, appropriate action should be taken by the 
concerned authority to control a persistent payments imbal-
ance. There are three main possible policy measures;

i. Demand management policies.

ii. Import controls.

iii. Exchange rate to change.

Normally, currency depreciation is applied to correct a both 
trade and balance of payments problems. Depreciation will 
immediately affect the relative prices of traded goods. The 
foreign price of exports will fall and the domestic price of im-
ports from foreign countries will rise. Such price changes will 
intern cause a rise in the demand for exports and a fall in the 
demand for imports. So long as these demand changes can 
be realized, it will affect the country's balance of payments 
and improve the scenario. However, the price effect of de-
preciation does not tell in the complete change because it 
may affect national income of the country. This change in 
income will bring 
change in the de-
mand for imports 
and this will insert a 
further influence on 
the trade balance. 
At the same time, 
the inflationary im-
pact of devaluation 
may come through 
various channels in 
an economy. The 
consequences of 
such inflation may 
erode the impact 
of the devaluation. 
Thus, to reduce in-
flationary impact 
of devaluation it is 
considered to be 
used the real ex-
change rate, then 
the nominal. 

A balance of pay-
ment is vital doc-
ument or transac-
tion in the finance 
department as it 
shows the status 
of whole economy. 
The balance of pay-
ment statement is 
prepared by consid-
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ering the following aspects:

i. It examines the transaction of all the exports and imports 
of goods and services for a given period.

ii. It helps the government to evaluate the potential of a par-
ticular industry export growth and formulate policy to sup-
port for attaining growth.

iii.  It provides the government a broad perspective on a dif-
ferent range of import and export tariffs. Then, government 
can take suitable measures to change the tax policy to dis-
courage import and encourage export, respectively, and be 
self-sufficient.

iv. If the economy needs support in the mode of import, the 
government plans according to the statement of balance of 
payments, and distract cash flow and technology to the un-
favorable sector of the economy, and pursue future growth.

v. It also designates the government to detect the state of 
the economy, and planning. 

vi. Monetary and fiscal measures are established on the ba-
sis of balance of payment status of the country etc.

2. Statement of the Problem and research question

In the context of Nepal, external sector stability is being a 
frequently raise issue and problem for macroeconomic 
stability. Trade deficit is increasing over the year whereas 
country is suffering by the problem of balance of payments 
time and again. Foreign currency reserve is declined in ear-
ly 1980’s, 2018, after COVID-19 and problem in Europe and 
middle east. it is the result of excessive import in the coun-
try. Therefore, it is necessary to evaluate the nexus among 
macroeconomic variables. Basically, external sector includes 
foreign trade, balance of payment, foreign exchange reserve 
etc. To explore the determinants of external sector problems 
i.e. BoP, following four variables such as price level, exchange 
rate with US dollar, money supply and economic growth 
(GDP) have been chosen.  The country's external sector po-
sition is likely to worsen in the fiscal year 2018/19 as Nepal 
Rastra Bank (NRB) has focused on supporting the growth tar-
get rather than the stability of price and balance of payment.

When balance of payments records to deficit, the central 
bank has introduced expansionary monetary policy which 
has further exacerbated the problem. Lowering the target 
for foreign exchange, cutting the policy rates, and increasing 
private sector credit growth target are some of the key ex-
amples of the expansionary monetary policy stance. Central 
bank should have tightened the monetary policy at a time 
when the economy has been grown up rapidly over six per-
cent annually for last three years after a prolonged period of 
tepid growth. The economic expansion above the historical 
average has also put a substantial pressure on the domestic 
economy and the position of current account. Instead of ad-
dressing the challenges that the growth could put on the ex-
ternal sector stability through the monetary policy. The cen-
tral bank opted for measures which will further compound 
the risks (NRB economic review, 2019).

Whenever Nepal handled a balance of payment deficit, NRB 
adopted a tighter monetary policy stance in the past. How-
ever, in the monetary policy of 2019/20 stance has been ex-
ceptional; making a historic departure in its choice of growth 
objective in the face of a huge size of BOP deficit. Nepal had 
faced the problem of BOP deficits seven times after the es-
tablishment of the central bank in 1956 A.D. The country had 
approached to the International Monetary Fund (IMF) three 

times to address the problem. Against the expectations that 
the NRB has tighten its monetary policy to limit the backlog 
of financial sector and external sector risks, the central bank 
came up with a too reconciling monetary policy.

NRB (2019) stated that BoP surplus declined into a deficit 
of Rs 90.83 billion in the first eleven months of the last fis-
cal year 2018/19 compared to a deficit of Rs 4.34 billion in 
the same period of the previous year. The monetary policy 
also comes against the recommendation of a tighter policy 
by the IMF. To manage fiscal and external-sector pressures 
and promote a more durable economic expansion, the IMF 
team's assessment is that a measured tightening of policies 
is warranted higher interest rates, tighter macroprudential 
policies, and a smaller fiscal deficit than currently budgeted 
would be more suited to the current economic circumstanc-
es. These adjustments would reduce pressure on the current 
account by constraining import growth and foster a pace of 
expansion more consistent with the economy's current do-
mestic productive capacity. Measured adjustments to poli-
cies today could pay dividends in terms of more stable and 
higher future growth. The central bank, too, has admitted 
that the external sector will face pressure in the current fis-
cal year. It has projected that the foreign exchange reserve 
will be adequate to finance the imports of commodities and 
services of seven months in the current fiscal year, down 
from the projection of eight months in the last fiscal.

However, the central bank has not put its key objective of 
BOP stability in its policy. The target of the forex reserve is to 
keep sufficient reserve to manage external sector stability. 
It is not in comfortable position now. There is shortage of 
foreign exchange in the market. The value of dollar is rising 
over the time in terms of Nepalese rupees.  NRB has made 
several provisions that will help to increase our cushion of 
foreign exchange and improve the external sector position.

The main aim of the study is to investigate the relationship 
between balance of payments and macroeconomic variables 
in Nepal. Balance of payments covers several components 
like foreign trade, remittance, foreign direct investment etc. 
So, the paper has set research questions as:

• What is the relationship between macroeconomic variable 
such as RGDP, price level, interest rate, money supply, etc. 
and balance of payment?

3. Research Objective

The main objective of the study is to assess the linkage be-
tween balance of payment and macroeconomic variables of 
Nepal. Therefore, the objective of this paper is:

• To assess the relationship between balance of payment 
and macroeconomic variables in Nepal.

4. Rationale of the Study

This paper tried to investigate the relationship between bal-
ance of payment and macroeconomic variables in the con-
text of Nepal. There is noteworthy relationship between eco-
nomic performance of a country and balance of payment. It 
is related with economic performance of the economy. So, 
balance of payment problem is one of the debatable issues 
in the arena of external sector prob-
lem in the country. There is volatili-
ty in balance of payments situation 
in Nepal. In the field of economics, 
the relationship between balance 
of payment and macroeconomic 
variables always matters. There ...
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Concepts
Financial innovation is defined as the 
emergence, diffusion, and populariza-
tion of new financial instruments, as 
well as new financial technologies, in-
stitutions, and markets. In other words, 
financial innovation refers to the pro-
cess of creating new financial or invest-
ment products, services, or processes. 
These advances include innovations in 
technology, risk transfer, and credit & 
equity generations. Recent financial in-
novations have included crowdfunding, 
mobile banking technology, and remit-
tance technology.  

Tufanu(2003) describes financial in-
novation as new financial products, 
services, production processes, and 
organizational forms that reduce costs, 
lower risks, or provide enhanced prod-
ucts/services/investments that better 
meet market participants’ demands. 
Awrey(2013) analyzes the demand-side 
and supply-side incentives for financial 
inclusion. The demand-side incentive 
for financial inclusion reflects the ratio-
nal response to market imperfections 
in the form of taxation, regulation, 
information asymmetry, transaction 
costs, and moral hazard. For example, 
investors’ demand for diversification, 
risk hedging, or higher yield in low-in-
terest rate periods fosters the intro-
duction of new financial derivatives and 

structured financial investments (Tufa-
nu, 2003). The supply-side incentive 
for financial innovation arises from fi-
nancial intermediaries when they meet 
clients' demands, mitigate regulations, 
and impart and recreate their monop-
olistic situation. With rational partici-
pants, financial innovation can benefit 
the financial system by enabling mar-
ket completeness, mitigating market 
friction, boosting the quality and vari-
ety of financial services, enhancing risk 
diversification, and improving market 
efficiency ( Beck, et al. 2016)

The growth of financial innovation is 
crucial in the banking system, as it en-
ables banks to diversify their product 
offerings and adapt to changing mar-
ket conditions thereby enhancing their 
competitiveness and profitability.  

Principles of Financial Inclusion
The principles of financial innovation 
can be broadly classified into:

i) Efficiency- Financial innovation 
boosts efficiency in streamlining finan-
cial services and reducing costs.

ii) Transparency- Novel financial instru-
ments and systems seek to provide 
clever information to consumers and 
regulators.

iii) Resilience- A well-structured finan-

cial system is robust enough to with-
stand shocks and efficiently allocate 
resources.

iv) Integration- Financial innovation en-
sures that financial services are accessi-
ble to marginalized groups. 

Drivers of Financial Inclusion
The drivers of financial innovation in 
the banking system are multifaceted, 
and understanding them is crucial in 
predicting and assessing the effects 
of financial innovation. There are two 
drivers of financial innovation: internal 
and external. Internal drivers consist of 
organizational structure and strategies. 
External drivers include the regulatory 
environment, competitive landscape, 
and technological advancements. 

Regulation is a crucial driver of finan-
cial innovation in the banking system. 
Banking regulations significantly impact 
the types of products and services that 
banks can offer their customers. For ex-
ample, Basel II and III regulatory frame-
works introduced new capital and li-
quidity requirements, which led banks 
to develop new financial products and 
services to meet these requirements

Competition can motivate banks to 
develop new financial products and 
services to meet customers' demands. 
Increased competition can also lead 
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to the emergence of new players, in-
cluding fin-tech companies, which can 
introduce new and innovative financial 
products and services.

Technological advancements have en-
abled banks to develop new financial 
products and services, streamline their 
processes, and expand their reach. 
For example, cardless ATM transac-
tions, contactless payments, and mo-
bile loans have all emerged as a re-
sult of technological advancements. 
The growth of financial innovation in 
emerging markets is the result of tech-
nological advancements. 

The nature of the driving force of finan-
cial innovation in developed and de-
veloping countries differ. In developed 
countries, regulation and competition 
are the primary drivers of financial in-
novation. In contrast, developing coun-
tries are more driven by technological 
advancements due to the potential for 
leapfrogging traditional banking struc-
tures. In emerging economies, financial 
inclusion has played a critical role in 
promoting financial inclusion, improv-
ing access to credit, and fostering eco-
nomic growth.

In developing countries, traditional 
banking infrastructure often needs to 
be developed non-existent, providing 
an opportunity for the rapid adoption 
of innovative financial innovation. For 
example, the introduction of mobile 
money services such as M-PESA rev-
olutionized Kenya’s financial sector, 
providing financial access to millions of 
people who were previously unbanked. 
Similarly, the introduction of Aadhaar, 
a unique identification number, has en-
abled the creation of digital identities 
that facilitate access to financial ser-
vices, including bank accounts, insur-
ance, and credit. This has contributed 
to India’s economic growth by promot-
ing entrepreneurship and job creation. 

It is also observed that the emergence 
of new fin-tech companies in Germany 
introduced innovative solutions such as 
digital banking platforms and peer-to-
peer lending. This has been driven by 
both regulatory changes aimed at pro-
moting competition and technological 
advancements in the financial sector.

To promote financial innovation as 
a means of driving economic growth 
and promoting financial inclusion, the 

Chinese government has made con-
certed efforts in regulatory changes 
with a view of encouraging the devel-
opment of new fin-tech companies and 
the introduction of innovative financial 
products such as mobile payment plat-
forms, introduction of blockchains and 
digital currencies.

Overall, these examples illustrate the 
complex interplay between regulatory 
changes, competition, and technolog-
ical advancements in driving financial 
innovation in different countries and 
regions.
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enterprises in the implementation of fundamental rights 
and directive principles enshrined in the Constitution of Ne-
pal as well as various policies, periodic plans and annual pol-
icies and programs of government, PEs appear still relevant 
today. In order to enhance the level of performance through 
necessary improvement of PEs, it is important to set a clear 
and objective modality of investment and policy of operating 
them in the coming days. Some of them are to be restruc-
tured based on similar nature of work delivery, formulation 
of unified law is to be prepared for effective monitoring and 
execution, minimum performance criteria are to be set and 
reviewed it annually, implementation of NFRS standard is 
to be made to maintain financial discipline. Another major 
thing is to shift the focus on maintaining good governance.
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