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B ITATF TEcashTgEll YU SRR WEd T |

B OERHT T TSRl RS ST T
FATITITHT VTR GeUeh! TTaRuT STHRRMT 3173 |

m TS ST ST GEIShHT e qUT AT HUHT
AR i Afeld |

B SEHARE FHAl AMHT T qrehar el ITEvIs faarg
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B S UTEhehT TNERT He&T shofieh] TTET IR Ueh-
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Tl T T Sgeheh! YW WL Teh & | ol T Tat
TSIl TTEshehl STETIhT T 323 & Far gearor, STrearient
AT TAT HTHTIRT STTCATATS TaTeT0T T ITYh AT sl l
AT T | STow T STl AT 187, TeeF T 316 sholielTs
3TES FHoTioh EHT feagms | 19 &1l i STt §9,
qa 3 el AT TURT AHATERIRT STTIRAT SHSTiehR
TUTER FATeRTOT TS | BTHTIAET: ShsTiehl WTehT ATeIhT o1
HieINI=aT & T did TUHRT FHoliells sha FHoliehT
EUHT TUMET TS | TSk sstiehr ATfT o0 St AreraTiehr
ST T §aT Ageheh! ATHIET BTE T3S | qae, gHIs
fafere il ufgam T eI sgefter @it gEa Sug®
UFHAT ST TS STINT JTAT Fell Sgehehl AT o
Gidar T afvhelr g1 T |

faferT / @ve FAT sHEEATITRT FET T

&k gk quT Torfir Heermehy a1t STgedt UThamT el ik
g1 U | Sigeh T Tl SeTeRT et O, STl U
STERAITE ST Uehiehd e feTehT qem 377 Hife frrgent stfermmr
@ sigeh quT Tacier dermel et sTgelt Hrifafr o mer
T | Tl Sge T faciier SRt il gt Aiiq qur
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FIHT SHTehT0T TR gII WTTeH W 1)
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STRY T AR =T STRY T |

n Sfeafea ufkamEre wSf T T RO HTer
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n Tt o fasht ufshameme sl THETE THTAT ATaw=w
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yiqeqel 3T dge TUHT & | AUTelel & 2320 &M UTIq
AT IeRHuTRT Hifq 3TaeraT T S5l &
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Seforg emmT T Afereh erTHT auT TS e T
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USRI FHsll AMHT TEhal TUEATEhT HROT STEH TGa TS
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&rsrhT FAfisher st 1T skt TFr-emT WETfeseTe weqd

TRUSRT S| 3 [T 3., R08R/%3 TH AU d9g
ahent Tfeker st wfawra Sefehrs ement fafsrar st wfawra
sffer gt gt e 9 3. Ro%R/ %3 HT JUTS AgHHT

ST STEEITHT T & | TIvITehl TYeEnT THT Sgihe
et sk shofl STgUTT qT JUTer gkl fafsha &1t
G-t &THT ST AMEs | ATE. 00w/ ve HH YT
STl STIUTAYT e s JehT a5 | NS g5 Fhah!
FHEATHT TSt Sgehet MR st STgeATaT 3l Foberar &t
TR ETTEETE T d T 50 |

Fell ST FAA

T UShT holl AT WS ol STYART HTHAHT ST
FTHAT Stteet aifetd fasT g7 & | JRferfaemT S TR
ShSTieh ek Sgehehl TFISHHT 3TTS el THhT STt heit
BT/ THHATE T TEhT TSy I TIIqasT IRl ATerehT ahotl
TTeeheh] ahell STget uiskamar fafaer ferfawerr gt ammT
TS | GETaaT Shotl ST SHAHT frdT GeivmT et 3Tt
qrafe fesht T THITETRT 31T FIgHT HThaT SIS O 575 |
ST SHHHT T S8R SHITSTHeRT AT SEToREhT & |

m ST I arfaee! feremy fasr 9§ S gaT Fofler
HoRTIcHh MTEHTERT qaTel fastr T |

m FHol STl UGRAMT S STEEATR  STHRRT
UTUITET/ FIEE §achl  STORUTT  UTechol T
TorfemerT e Fat Mg AT aHE fasiT T, S
uTiaTfer sfererer areft offe | Stoer et el STyt
AfshaT HESTaTeTe Sieetdrah 3Q g1 SIS |

n fudeET dgEdrE caEmEieunr gee faem fas
YT, TN 0T/ GRSl S-S sheeT TR SEY
SrgehehT Fholl ST UThT TTferd dTg |

m FHE-2R of Trcamuar faww aftfeufaenr sror fafaa
ol STt UfshaT AT |

m QAT ROt (I feweet)dl THd @ifgg-eR @r
gftfeurfaent aRMT T o gHE fReTsg |

m  JTEhHeh! HAITSRIT Hieh g WUhTel AHTTSI AT o7
1 9 S |

@ e St NI FRITE R0t

n T fafu=r sfdernr yarfeq agfeea weit stffoa
qUAT STAHT AT T T TR SSHRT
STETIHAT & |

n  FIqaeT 0T Aid T TFden TITOET 7 T sl el
T &l o AT g7 |

A=,
TR © | g auT faxiier deemehr famier Taeerar qeim aererdr
T T HTIHTE TR SRR HEcdqul TRl T AT
MR gehel THTHT TNehT el et aur fafser et
STTTITHT THT ¥ T TRTT T il STel1sh! 1 T
AT U |

ol TR &k case Hieh UehiaehT dravare fafsia g+
UHTS case to case basis T SATEHT Hieh et/ AfHarenr
FIHT ATHT FYUTAT 1w U W ol TG qwali-ad
FIHHTATEIh! HEATT HHKEHT UEd Tedues | hlt STgelr
T & Ficd Wohlel FHRAATIGH IEhT holl HTEITIHRT
it faferesgd ATE Aidsh! Herdr STufEr & |

L, THIENE YT TUCATs Thishd FHT ShTi-a=IHT
AT b ffeher st STereeTaehT 9 1 TTashRY g7
g TR shetieRl SATRRAT Il T dfshes 9 Igeh aoT
Torcfrar weement foxftr Tareerar M TeTT 3@ 2o fies |

e W-aqr

2. U U AGHATE o, T, TIT ATThT FSITSTd U HEITATS
ST TTRUHT Thiohd FEM-Ro 00

R, TS T Ageh, Sgeh GuitarequT fermree yenttard fafa=r
IehT aTfties Tfdere |

3. AU g Tafueeae uwiya faftw=r ader anfies
e |
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q. T FFgeT, q=d T T AT TR el

3= aur farmr omifer gig famm mitet =feRor T STt
SHEFEATHT GER TS TFIE §a | 8 03I THHT JhalTs
SAlq hH forentad TeaTe faehrEeiied TEAT T & 020 HFAAT
T STERIT ohHT FA-A0T T 90 TR gigat
3o g HEIF B | T, HIH T Tgugrr fuffe fammr
faehTaeRT @8 (Sustainable Development Goals) Tféet
T TG T STt STkt ST Tu e oTie Jiget 3=
& HETF B |

e gige! ERIS-SMT Hied (Harrod-Domar Model)
ITIAR. Yol ST Jigat Saehl T WX I8 | 3Tiq
SO qAT AT & Ioaf AURT I=a AF FhgaT I=
TS e & |

G =SV

S=s/Y and V=dy/dk

S=G*V

>

SEI
G = 3t gig, S = = &, V = YSiT eureT U,
Y = 3=, K = §sft, d = afteds

TRIS- ST AT TIE STId X T 3717k ITgat o e TehmIceh
e g9 9 STt 3cTed oTgaTa T TRk gfgat sftemn
TR T G | Th! Haee oo ST Jhgat araet
T &1 9 Srerdieh! & 3ol T3 SATSYaeh & | SATETTHT AT I
A &L R0 T T YST SeTE ST W TfawTa & w3
FhgaT ¥ U =9 | Al Srerciehl 3 el 30 UiqeTa Ut il
Figat & UTaeTd g7 T | IH SATETAT T GIeRT 3Tgehehl
e gigat arfdet T &1 v i S=rdenT ot aeX 4o Hfaerd

(TRl ATSHTTHR JuTeieh Goft Seate ST %.% = ¢ TehT)

3T &I G ST S | T, SR a9 0101/ 00< AT AT
TEEY o GDP &1 ©.% Ufqwid qer fer s=id GDP &l
32.% UTGEId & ¥ e TTHT GDP 3T 30.< TfaTd &Rl & |

ITEAHT oI o FRITISd STTTshT EId & | Sreldehl &t 3=
TITEH ST 350 a3 GF9T & | a¥, seid 3T=THIhT
TAT WX U | Sodeh] 3caTGeIsh AT ST uET JT
I AE Jig qPT g9 | =T 3, = &=id, = ATHT
ST IATEHeTR = TaehragE vmT faeme @ §9 |
SEqSTTT gl e =d T el UL S qurasT g¥
T | el e IATGTHT Sfead ST SeT3aT el MeeT
ST U g5 | IR s, St e amenr se
T GTESTeh &Rl Seidehl AT 3 FHol Moy J=d & | Fot
TTEEY SIqHT JTed &Feh! a=d SIIgal Hal NS F=d uTed
T | 3T FoT AT AT Afdd ST Ferdar et
e s=d ITed &9 |

gofrepr ofifaes Hiserqar o §g ¥ SRdqaHT QT 8 | A
frwtor, sy T 3ife aredfass T Stmarld U= | ST
TR ARTeRT HEaqUl TS & | & T (T = 1ET
BT gl F2I3aT U g4l 3cUTe &udTeTs Jelss | T
Ysfierr HaT=q garar (Marginal Efficiency of Capital) @I
SATSIETHT R U | et a4 3TeIa=T,

Y= C+I+G

Y= CAS+T

S=Y-C-T

Where, S= Savings, (Y-T)= Disposable Income, C=
Consumption

[+G=S+T

[=S+(T-G)

Where, S= Private savings, T-G= Public Savings and

I= Investment
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ST THE TR T SERanITeTT Tl & :
SATETIEhT TR : STETHTeRT T T =l of FeHT ehTcHeh Treey
! & | SMEHIDT & ST o T8 9 AT &
T2ET 9 U e | AAIET fehrent fammaT aedeRr &t
Absolute level of Income HT %X 9% | Tobin T Smithies
&I Deficit Hypothesis 3TJaR =TT gigaht aremT siwa
3T ugfa =2 T sEvEeY Propensity to Save
e | aref3mEft Milton Friedman &7 Permanent Income
Hypothesis T TR STTHR ITHIT @ deehlei= ST
AT 9T AUt TRl 37 ( Permanent Income) T 31 U |
%, Duesenbery @I Relative Income Hypothesis
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& Class-Saving Hypothesis 3TJHR 3TN (=) T
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TRUSMT 20 SHT IRREEESE STHT &, ¢ AT ¥R &R
TS IRRAT AT Teht oy | 8T qerm it et JersT
T W TRT HT PR | TAOET o ufedr a¥ET SET 2R
SHT FHeRIEEeh! JATEeETe e &, 2o i, Hell ¢ T
T T &, 2% SR oo WUehT TR | SITOThTdT I8
sfhehT Aqca STETEhT EUAT off HIN IR Salel T U@
FfeRTirehT &AT #ff 3TRT e FmaTrder THUeT R |

TTIATRT 2% aSORT (el el S s HE e
TR freRTerehT sifHeRT fTSE STTUhT I SfeT 03 AT
g0 Uhe iR Toa TN sfew fowar ™, wRdRr
aTeh! Jee 23, S-qUied SR/ FRER Tfgig
318 fHeRt Weten! forlT | e aforser s e iy fasmar
TR Hifd auifery a@ Sel Ui ST ITET HSTeT
forea T8 STTUHT IS | R0¥o0 T YT STl IGTHT
Fifq AR M uvEa fafv=r Sefee eI Seheeehr
TITIAT & Teieh! TS STHel a1 ITehe&aTs Tai=T farehed
U §¢ ATTHTe Sfehe & qi Tfaedtel g7 ame ga T |
R0%%/ %9 T Tl TNEdT ITTd STHeied Tehrer
e ekl frsfiertor Fifder fsft &merg d aur fa<dir
HEATEE TATIAT T WICHTE TR RO To%d ST goiqt
o |

THTTR TGar ufaeaet T Tehiah SIMET Tsiideh STReRarehT
TR TUTET S{ohehl ST SHHYT: Heprad g oTedl | FHARIEE
T gUaTe gerfed gg, Tida-ers Tienr T | st
IMEATE TN T THeH], FaT 74T NSFeeE TTRAT 1S
T i §2 ST, sk Ustfaeh gedaT gg, el e
el U SeATUT THUfee® T qqehiie JFmT SIS



FHRUT SehehT fafeT=T SITETEEAT TUHT FHT T SATeier
S ST ATY 016/ Ue TR e SIS STETEATHT kT
R | R0ue/uR AT SerehT STHAT 98T 3% 37d, shell 9% I,
T © 3T, TS FHoll Hid wo%, T qrufd HRE .4
el AhTIcHeh, ETET TehT aTfier =12 e 3 376, T e
%.%% e THRIHE o e TLAT bl T & THIAT
HT QEUR FHART BT dohehl TRATThATehT JATha T
e |

qioTETRd deh faee T a1 qewEEr Woge TR o
wfaerelt A3 fashed Te TR arT fashed Sl fava
SieRaTe ST TEAnT aud fers faxfir & gum Rl stda
ICCMT HThd I8 Sehalls UR T & T | aiomy e
SepuT wafeseh STERIET AN T GUAT FHeeRigEeh! afeTH,
goar ufqerdafgrr At gfaeredt T wfafadsf wHariess!
WA, @ FHSiRl AT SIS, Sk HATerer anft
FIIRT AT TERT TS |

TAHT TEAT:

areft Seoig TRUY I9 Sohel ATFT Al stasremT faf=
T STEIE TR TS STThT STETHT TSGR & | TTT Tl
yiafris, TaTeehRl FHERT a7 WY, IR T FosiTel
U Uk ITHTH kol TIHT ohT & | BT SAohehl ¢ TEI
FRTAT, © I2T UQeh HEd, 03 AW FEGE, ¥
TR HIIVS, 2%\ TeH oI TehT BT ¥ ¥ R0 Ufqeqeft
FHARIEE Soheh! I=TIehRT ATHT AT TeT TEehT B THOTHEEET
JehenT T98IT 200.2% 3T, &holl THTHT 280 3T, ATHT 3 37
0T J&T (AT, R00e/6e) HET T b YUH 3 |
saet e HfataerTs SToMSe O feuifse ey, Memse
dfrsr, feum 1€, SHfee o€, DMS ufafr are faer wetient
wfiefd, POS, QR Code JTe YT, 30t fshs, IS
THIIVE I, AR feraTe, TTieh U d1e @rar @i,
JehehT TR AISTS T, ITTATST haTsHl, Sehehl 3TH NBL
Remit ST ST ATt ygde quT JaTes asTRAr
T HATEATS oA ATfeId T & |
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AFHT qTaT:

FAAFAT Fohed I Tiqeefl &omT ar garg TRaEe,
AR afataets SR 18 AR vuamtT oz
Ieheuta FAT Ica= fast nfaar wfaferr afted ST
T UTEhEEh] AT qUT AT THT dga TTeleshl & |
JH GeWAT 3Tcd-d Robust &I sfehw fowed ATha Sehenr
FHATHATIEE TSI ¢ ShgRT U TR HeTeselrs
% et TeRgE! e, far, Afqew qur eyt
Tl ST T qT foiar T 3ea g eeenl dTeT
¢ TS Sgu TSTEaRT a8 Sehehl Wehl & | TdTeTehT TH,
T qAT AR SfETRT I9 Sl TRl SR RaTTeE
yfqerr Framt g 16 JeTeRT ufeell sfeReR! EUHT TTS T
HorehT ATTSenT afeell e aTa gl @ &t ol | sSehent
<43 Y FoRTeh! 9 GEE ITTHT TRVl HEgHEEE W
BTiésh HITCTHa YT |
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FISHTEr | ST It Sfeiem afeR @ HaoE aw
faguas,’ gemaTeRTer faaTeTel et 815 | Tvafteh! gramdia
TSTPaT g TeehTushl w18 &, AT | STHATTIGRhT S8 gierd
T WL aTiee TRt Srgh et fadier deemer af ST
eft SferaeiT wegu=r | deft wiauent @ PRy i1 & IRer
O IHT =T Sl O TRISTHERT STaTh SgehaTe ST

ook T3 WU Uesh ATV Sgehells Tel T TehaTgshel
Tk SR THATS FHIAT AT THT T I8 | &’ Fial
i wyuuts Teear Gt sfhel SgRAT @TdT @i, 0T fer
TS | T TR FaAT-gladrare ui afsad ggue |

JEEN TR oFed, 3, oSt BRus T 3fEd

GETSaT | 3Tvh J9T Ui s, sty fer wfafer s, geate
YT ST BT ST Gl AT gf =K 3 9e
T JRET o dfeheT 7| Iehr @ @i &1, geatm =0
are | erier Seie Tuer wet TRt TEe St 1

AESHATIRO  WIEHATS Sl ML SghAT aeid TRl
B | 9ol FhenT 9 BT a7 &dehT 9 | STfq 9T afT Jament
GUETh! —NT fefmg R 3TUfes fHarTeRdias seshel gah
& AT a7 T SHiewEeT AR 8 | FETE W SR
TS H g7 899 |

T T 3T Ageh T TERT YOTTATHT | WY B | Terd T+
T Afthel A F THUSRT WTAThT SS9 o faar el
TG T T @R & | 9T TR @TaTen! e faur 3
vgfd (I d3H) TCHlel THIHT SRS HETRT I T
TeT aeeh! Tall o HIieel Saieehl & | 9 HeT fad
T ARIUSTENHT e S WAl b T A
THTHT I T34 5 |

gt fafeq fouent o Sgahae JoE g9 Faent fear
§J YR < a3 g & | TS A%l ook HadaRT fear
TR TRIGRT SRl & | AT gk @rararerel <IeHT
JUHT 38 | T8 TEAT FHUET &I faT & | = shrear
&R HoNT U | Alg A TR 9T Ak Hied a7 Ah TR
T Sfehel UTeTHT =fetd TASTIAR TSI AT | Fear

o 3t oo g, Toec

AT FRITHT THT GETANT T STl UfgeadT ol
Tifeh YT TEhT TEAT deH! B |

Tl W FRIeIeT FIER ATYH a¥ 003/06% T
3 FIT AHT FYHT IFT WA T | TaweT 03 ST
STRIIHATS Tediel TSHTS TT=T | JHUTSRT THHT Tl ISER]
TGEIT AT G TUH B | A R00% /o4 AT TG Tl
TSI ATq 9 0% TV | T 1 T 24 ST ANTIHaATS
TSHISHHT Teh! SATTehT S | 3T+h THITGeRT THHAT SRS FYL
ST T &SR AR G AT | 3T R4/ 0% T SEihe
FYL TR T A &R T T 2o Thl S | T
g8 TR AT T wo ST SANF[HATS T3 TR HIETET e
FeTuen! ForlT | ufecdr dter auHT dehmaT aet T8 AT SEt
SIS TRehT B | T 0%/ 0 AT AGhS HYT T o g
e T e Tediel S O 2% ST UShISHUT TRERT SaTTRT
B | T SATIHT 7 TEAT TGEAT AR 5 TUhT S | T 3799
3% B9 1 6 oS Pl § | JEHEY Ush T <% SIS HIY
TS TehT S |

SIgIhS HEL TAT TS U (dfgalr M) R0 o IIsha
EIHT o1l T a1 T g, STTIsha T @TaT @i a1 The
qbIT AT T g, gt Arement geEmT ar stfued
TR T T T ar feT Ag, SSiteRr g T g,
Sgfore AIq-ATU T rfeh! GEIRINT T T8 aTTd sae
TR B | 3t Ul AT SFSEITTIuid R THaTg Sgihs HgT
T 3@ AT T |



U7 THTRT @I 9 fa0 3 vgfa (e ) aeehter
Sefthe HEEHT IR qUT T Fehl & | 3% Yedl T
FATAIA JTHAT AR FTEE, SR hRIEAR THaig
HAGTe! SIS <o A139 HUH! ad1Ss | 3feel W e
AT ST g HRISTCHT U Sgfehg ST T+ TehT & |
TEAT 7YY SAGIhT HROT Ufafer geaanT M3 faer @y fer
THTHRAT TTRTCT Uf & | J%dT 1 HTfesh E9HT gReaierd
T TRUEhT Tell FHTAfeehl J91E @ |

a1 fasT ufataeht aqar ST gg T SAferieT sTawemmT =afh
ST A G TR ST @I S | AR FYTEh
T (TTSelT) S B ST B | STHT ST, TATHT THIEEH
URIT TS TEehahT ISR 84 STTTRT HATEeer Tq FHTTdwHT
T Sgfhe HYTHT ST TSI HUUT HRAATS THTS TNEh]
forr |

AT fer ot g AT, ToTa q@iaeh!, HacaTehTSaT,
TGaT TelIRUTENTIIae UT JEdT ST dge MU 3Ews |
ogeh HHTRIRT THTHATHT THd TUeRT & | Fef, Stfaehisrers
Tediel HREATEIRT SRRMT cT3Eeha 3 |

ST TUTTeiehT Tfafr JomT T Sl & | QAT wfata
TRITTHT R §ITH g HRTEAT WUskTer T wfafemr ey
TSI Hrol&TS THIUT | gk Toagel T SI@Tet yfafer
TRIT T GETHT 99 Fehdl STIATSH Sl & |

e Sgfehs wumett fsamsT ufatumr et sers Futer
T Sghal U Siig &2 orusr © | afsfar g ufear
qTaT Ui T SghdT ey F2T ATST SEHheTs heh $H,
CIESTThd Tk T Hee SdTaHT STTUshT o | a|er
FAIT sTgehe faed gUfard TUsTer TEURT gred fear | I
gHRT STTAR AT BeATSHATS UFRT ST et faed Siter
el HET Tkl PRI | I HIge SqUTE SITH-TR
AT FSTTERT T STTEcrar T ORT STUHT & | gl a9
gfhg TUTTCTHTIT ereht ST ATelehlel T TSHTT, FLETHT
FTE, AT T 3 UTafmT Tt T@TT STTavaeh uah!
FeERT Sgehel ST AT B |

O
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TAT, AGHEE UM BRI Sgehel W ITJAT AT STETThT
el ST | vk WAty ST T YUEAhl HETEHT &
Sgehel U ¥ STTSeIeh] Iffee U FaeT T | Ifee
THE  ABE Teu- FaET § | ARl odT
TiguenT JghAT IR TEIEe T YA e | et
SSehel GUaT T T T S8 |
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YT &leh &raT 3k STTarvareh T Tuier fawe & | ufgear
U A &Feh] Tvherdr T TariaeRT @i geTTeehT
T gge g oI STevsd WS | dgihe assear
Gogiiet T Ueh-37eht UidehT ST fargemer T aguTamT STertia
SR THAdT T YHThTIATRT AT SATadT9eh SAT=,
AfreRaT T geTeeRT faaes fek srerfeeRdTT TiETr & |
T AT TRRATAT T TSI & X fvfer, stfrepm
T godTerehl tfedart v Hifrq safe a1 aggar #f=q
g1 USRI STeTHSEdhe! fod S T T IvTaTel Teee
S AN o o SToITeTE e IS HEmTd
GETE W TS fawer grafead fermrent amhT Ao
HIS | SEATTT GG SgTi~ieh ERIqe] AaTah! quf
RETSTaT, SRR, STaThafeamT fehant g7 | Faet srfdafes
ST shatenT fad T HTasTiveh TlishrehT famer ufr medfit &umy
TifeushT § | gereneRT fawemr fafe fagr qur sraifea
Treprerer ST faam e uftamaT feusht & | SR (RooR)
T AN T2T TLMBAH! AETIA T ST A, TEHid,
ity Tt aar FHEfeTenE @l aoRErTET
FACT FEARYT T ferw WAt [afeor AT gEar &
TEATTT gorE & | e SAfateh o amer feme
quT guiaernta el uft SEInTd e ST
SATHT UROT T OTTeei ST Thages & | a9 fawemr s
ToehTer @ ¥H-aT @gTeq (Organization for Economic
Co-operation and Development-OECD)@r HT-GHIHT
fafy=r gl STawTeTs |UET STEATH STTERI T
AT guTEeRT g ST TEqd TNehT AT | 3th TR
ST 3THS G 3Tl deenel T, faxfrr feerar

1  Corporate governance as process to encompass how an organization
is managed, its corporate and other structures, its culture, its policies
and strategies and ways in which it deals with its various stakeholders.
(Barrett, 2002)
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Agifodd vdd RAMABIR® U7

T T STEvedT sTfgfg T STavIe favard, urefytar
T STETIIcah! ATdTaRoT fasr 7 7ed 78 | J9ae gge T
quraety guTst frafomT wid dean 7w |

TR T HT TSIk T HRTT-eh &ysTHT GRITEehT STl
FHSI TEhTeT o7 AT TG THehehl, SIS I IATI
qUHT TRGHT feoquft gia md & | famaar yemEm T
aifefen StftaamRT sifafes stfuemmmed femETe g fifama
TLTEREATS TSI G he [T TTHT HTTEUIhT JhTE
T TRIMT JTSTohel ST T137u- HaT-Giaemen! URKT,
TR &R, TSI UTIRT STHRRT TRTRIqeRT fawer afT
STife et & | TTHiTash T eTafTen &l e gemr
T "R T UoHifaeh datene T g STEwEsh el
T ATEIETh &= gRned &Ew T A fafr T wgfa
AT STANER g9 | 3T quid: SareRt favaremT feshent
Frit 5755 | s A e R Tt Frte €
AT TeRfaehl G STURTCr Heal™ SgehalTe ST THUshT Hifd
FrTeRT TvTE  TEY faei quTTetishl e TTareRTaTHT
SfeThT G | HIHTIROERT Ul favamad T Joqu &
STAThS AT, TTeIdT eRTIdehT fawemT Sl Sgehel S@t ¥
FrEr far MRl eS| g T AT SRR GRITeeRT
Fel Agif-deh TeT T AUTeAeR Agfhs asmr faeme fifara
ST faehT T T SATRTIG TeTelTs HETTHT hella
TRITE I T T S |

HEATTA GIEART HGTwTh AT

HEANT GRITERT Gra-gHT [~ GohHT HEATTT T JTisieh
TEHT ITRE T S| gt fafu=r fagraana
wfeaTe ot & | ot AT ST ey ==t et



T 2]%¢ TT IARIGHT U FaTEsRT (Adrian Cadbury) 3T
HaSTeReadT iad aftrfa T cweh! uiqaes e =teda A |
3 afafder fadier GemT gemes &y T, 9Ter T
STTATH AT TAT A ITATHATS HoulToTeh AT TH==ToTeheh]
oJftgehT, Ifreeht aTitfaes ferieor aerm weemehr fadar wfdee
qAT =0T Fvar-od GETT Shi-ad TR SeTaehT e gehia
W& e R |

m GoATeish ATATdeRT TaeTeh! TETafy STURUETETE qTid
TGRT STIEITHT STeeh i J9-aT et T g |

n  THRFRT ToaTerehehl Tgaa {gohl Har-giaem afffder
TR T € gfee fretor e |

m ORI SAANE  Uidded, S SRaTHRIEReTE
TETOTe T SIHERRT TR |

)z 2o T
TR HATARh T HHTTRITRT STaifes guiderhi
T @ia Sfeafed faera T aTaeEeRT  STgvEERT
IMYTAT "I gemeeR  fafr= geewer  Amfesia
qraSTieh TR @S | el HTEATl qord: dgfehe &
favaataar sifwafg merr @nfr sifaer ura RS
TUT  STCHTIEAAT Tl YT TRl Sh@ws | aTerel
gt farwereT et fafir arsrehr weemTa gememmT Hifara
SASTTTSHRT TTe FFT2mT TRUhT 372 (faraer T gt
08Y) UTTEETHT HEAITTT GMEhT ST Fagr=T qdsht
Hashal, THaRTT S RIqeRT TH@ dcd dfea™ T Afara
SISETHT qLeh! THTIeRT TaeersoT T JiE= |

Sefhg &SRl WEINTA GITEHT utey favEenr arewmT

B TRETTRIEIT Y[eeh FTasTie 0 { RATIaTsheh hieaeT
HATEH I |

B CETRIERT YR T aqid GFa-eeh] giaeeadr
T |

B A MR Tt fafad gfaeeam T scag

T |

fadiar &smr wE U gIEEel S OECD o
JUHUZH T 23%% AT SIRT T & oo AT GHHTSH TR
Tagraars ot a9 &= foRiy wecsw & fass | 3%
HEITST TEINTT e (a9aeTs SeriehT TgE © WRTET
STl & | TETE + OECD Principles 3T a7 fer Titeent

9 |

m AT GITRehT e SeqT gifeerd T (Ensuring
the basis for an effective corporate Governance
Framework)

n S qUT g Wi HREiT SR SATIEEE
(Basic rights of shareholders and key ownership
functions)

m SRl 3fed SR (Equitable treatment of
shareholders)

m TENG IR SURRETATRl iR (Role  of
stakeholders in corporate governance)

m  GrEsle T REdT (Disclosure and transparency)

m  TedTes giafaer fsmHart (The responsibilities of
the board)

UhET ST U Hd 99 UTEed | v fawme a5
T, FUSNRATATRT  Sifesh  auT ST &
AT, STPHT UUTCH STIIaeRT Teishl STTEHT W1 AT
freriter T afes | a8 araremT fafv= et gore Sy
HHT ST AT T YT B | Musasike (2005)
TETRIERR TR, e fewhiesr qur STt
IETRIEIUTh! BT TR deacls GeITa-ehl e Tay
AT & | (Highlighted some key issues in banking
sector regarding corporate governance like internal
controlling process, risk management, auditor's
independence, material disclosures and internal audit

competence)

Jefhe SR guTEAERT RT feme Hifara
AT

dgh aur foxflor dEm Tt wwid UT sEieREE
THARSATH FCINT GITHTRT fawer Tt =T et
fgeT | wrIfua uAaT gieaiya TRt &, sdeT T
srfyepiert fawa aom #Er sTemEfear et favem
TG THTIT G TRAT TS | TRRT HIEHT sgeh qer
Troft &rs1ehT SreehuT TR el TeTehl aATaRaTar T RS
auasT HReT fafa=r @t guer sfeT gty Juer T
Sgehel ufectiuesh fashm Haq Roue RA ¢ MA@ AN
arareft saean (fAaeM = <) SR ekt Ry | qeageng faedir
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TUNATHT REUHT TeAd ST T THEATATS G0 qrare
¢ 3% TEYMET gHT dme uRmTsia T T §1 3%
T faedia dem geared T gumes & T g
qrarfeerd tfehtar fawer qumaeT swwent dfEws | 3% FademT
HUTET T Taareeg faversor et mify Sfeafaa dgrf-as
ITYRATE 91 T STIEIRT T4 JITH WO 316-s | X,
FHTATII T TITSRTIAT T IO 9 ST 316 UTed g1
Heheh! SREST | JUTeT T Agehel TiSeall Teah TiTsi afed
FTATERITHT GATTERT HEATTA G dvareft FGeraT Sgrrent
THE T THH S |

m N SRR STER0T hia {0, Sgehel STRY TehT
S GATTSHT SATET T, Ff SATeh HoTelshaT gh
IS MR GreTeg W=aT Ufeel SATHT SEmeT faxfer
T} YU-TURT HU ToaTerd qfders fafad s
STHERRT TSI,

m  TodTeihel g dT foiiT HEATeh! SAFEITIhT Sfh
FHTT-HIETEIAT SEAENT T g7 SATIRI & ATe T
FTH-FHRETE Ufd ToaTereh @Y STaThaa! g, &R
TATET T g T Sielt, SrEER, wERe TSR
T U | HEATRT ST TSR0 fa9e, gom, 39 3ca=
g & Ui fepfament mafafer mf/msg 57 |

m TodTelsh UodeT aT STHTe EUHT Hemeh! feafawdia g¥
% uf ferfamerr nfafafumr dem g7 g, foxfr w@med
ToRT ATEHHTTRT HIUSTCHT TeI& a7 ST SIHT Hei
&1 g, TsaTcsheh! i Ui fehfager wfrea, @R
aT ST Wg 0T o ar fer fawemr faxfia g
iU & W ST HesrTereh UeHT STRTet W& I TH1H |

B TATEES] THER IHEaReRT deedel foadius sgaamf
(garet, soik fomtar smfe) @ swaT wnfeq g@nfed
TTITh! g7 YiqeTay=eT sidl &rtHed JgoT T ferdos
FRETHAT R T TS, ToaTersh aT ¢ Hfasraw=ar
&1 T ferust ST ot fHstent aftarent wnficemT
R/ fadfr @t @1 &, T =x areT fag
FHIER T T8 |

B UHUGT TG SSTTSIqus UTed HEAThT TodTeieh, Hoallghi

T FHERRT ATTRR FANT 7T 3T FHF TGHT e U1 |

B TSIl TTeeheh] ST qT ST Siemevereft shrieeT
TTTEeh AT HUETehah! ST Ser §g g, T8 T geasnT
T A ai fRfaweRr St wigar g R
Held T TUTed, TR Wi fashl el TR emd
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3 T[T FRISTAT STATHeRAT T3 a1 Ta et AT
UGehT IWANT T U, G, <tar, faesft fafrmer T faaeft

YUEUTITRT TZTIET TaT &Y T I T |
HEATeRT T Trert sfvierg T wfaded quf way geed
AT TEHT G0 | ToeTeTshel STTSIAUS UTCd HETR]

TR, @ raeft AN T HTTSIIAAT ST
AT ATEE T T |

FoaTeehel ATehe] AT T HRIEERT MO e
TeguH, T qUT ARG fawia SmefeT @t ST T
TS, HoulToTehel UTaeh HTTeh! THSTAT T HFa-HalTe THTierd
TS T Uaq TR ATUHAT ST FagR
U, STTR0T Treeelt e Tl T qeT SATawreh
QT AN 1 YUTTEATeRT ATHT o9 SATER0T Hra-eff
ST FHT TR T T Sgehehl ageh qu et eer
o fawmT T orafera godeeer favmers fafea
T TR fago |

HoaTeishel e gt fAdemT diferushT SRR
T TR e faewor arfies sumr fafier faemomr
GARHH, HoaTeishe] 3th TTeRUT TTeHT AT HT ITeT
FeRT feraror T fsramfr nftwent sraTEenT faaror arafead
gudiaeyer fammT weRequd, getes afdfaer g
giafaent desar fafeq s Jufefa g, wATee
HITheReRT FHRUT T qa GT TaAT SR i 9eeh o=
TSt ATfehT STSHAT STTANCIT HTHT T HoTeTohehl UG
q: b U AT, TsheT @t SFith SSTeTausl uTed
HETohT ToTeish / FTHehRT T g TuT3 |

TiSq HEAT AT T3S LR HFIHAIE THHT J&T Alth
HoaTeTsh a7 SRR TE UeHT FAmE / Mates/ Ha®
&7 TEeH |

TG AghaTE FSTTSTAT UTed ek T Taiier Gement sTetel
ITAT AN Sgh awr faxfisr geem graee} tH-R003
T ST 2< 3T 3USHT (2) T @US (3T) HT WUhT T
FUINSTH =T SSTSTqus UTed Sigeh T faeiar eermehr
FodTele g7 A13H, & Ui HH quT HEOT HTArgE T
T VT FIARLHHT ol AT T FIAGA ST GhT
A auE el B qUT HEHR qhae GedTds
T / g fheRt Tt Jwer g |

HETI / HEATIh GRS 0T TR eI
HEATIh T d0h 3T THEaTE HodTaRAT IHEaRT




fe TursH, 7 Sgeh ar fexfrr dwemT 7 SAfes T st
gfafafr sy fadier wmed @t wH/ HroHt/ dwmRT
THATE Ushteh UshW=aT aIQ | HoTeteh TauT fgeh / T
e S |

O ST aEitEel ®HE, uRiies ar agEiT
qesh! Ut faaiftad saft a9 Sgwhare gorsaus
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Gl 3@ JgwAT QiU faf= geTEiae SEeeR
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U TEHFA TTAT A SEATTA G Fwarefl e
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SiefieRT Siefiers sgaeamaT AT et Ry | doehred i
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YehTehT TiTEeh SAaEToel el STd-=HT shofishl JUToLdT T
STSIETHT TN T3 TTe, STH STJAR el ST, =
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AT HTEITIHRT FHT GIT FVH5 | TERETT EIHT &al
Tifeer fifaert 3usRtoT uftEd T et THeRT gvTe dgfee yoTedt
qTohd ASq=TT U | IO Sgeh aoT faxfir deer difasw
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TITETeRT T-EMHT W T T Sgeh U-RoUe STTHN Hifgdh
Rt STTT Ho FEeraT T MeFT=K Sqe (aTes feerar)
FT T Wl & | AUTetel TR are feer fafm et
ST T EaT IMHTL gt s T garfed faaeft
Tt afsadt s mHaw e g fifa Sf=a g
TRRT & | & d, JuTeT ThTiet T e gfgent arearets ufr
HEANT G Fifed Hifgsh fifder Mehr 5 |

3. Hifger wifert ITwReoT

Hifger Hifg g fag fofa s aod gt
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gferg TUTTEAHT TETdT HaTE § ST 9 $hea T Sgehel dgh
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GAT S RSN JEITAT g8 TR g1 T8 | Tfeer JehreaT
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afeudls g qur fadier deemer sher ferushr @ fedt
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SEVRT T SHTa W= AT=IaT T8 ekt ol | o, farvareamdt
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AT T e |

T, T AT Hifges ifqent SuehureRt ®9HT el
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¥. AT Aifger Hifaent v

ot R023 UTT AT 2% T JUTHART P T Sghehl EGUT
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TEThT ST Whee Hawfasrd sivHT fft wenr R v
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HETehT Tfserdien! e T o sigehel o e |

T T Agehel TTHHT SUdTReh! el e TaTeft JaTshr

00/ 0o UT HYH TS ITHHHT T& HUhT faeir qeehect
farvaraamdt &7 €T MR oY | 3 Tgshesh! ST HYH TsT
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et i e auT Taedia HeTel aqEr Siferars gierrd My
STq=T ol WaTe el STfdehl [Tecd g1 TRl g1
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iR e fexfler Sarietor Hifq gt ¢ muafs JuTer
T Sghel SATSIEL TETUT SR UfShaTaThd g e T
Hifaeh ifq ToaTer STHET STHRLIHTRA 7T & 77 | faeier
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BIqehT Shal ITIT WA |) 31 ufgear et HEiar T
T | 3TE FHAT & I1 AL 86 Fervh T Eh1gieent 9T |

FIHTeh! IRt SAfafer Teshud fos | faer oq@
rfeforeRT ST FesedeRT AT UQUTS BT ScqehdT el Hfenh
AT foh 7 IRt STEYE W | & i@ SAfepdaTs dokh
T ST SHTTERT G TR | ST UTeTehT, e aTvTueht 3TFT
SATHT TS, STET HUShT sha TR T Sl BT Sfeaushrsred
e STJERHRT W JaT | 33T qUTE] AT BT FoalTy 3T
| T T oTel- SR T wEd W | Ak me v iy
@t TP F4T 9T I0G, T U TS AN | A FaT T
ANk TddHT S T | TelTs d SAfectary T @rfatert
TS | % & /U JREET | T afeer @rfaery, ufs soaer
T g1, Ul TS AfRUT | WA quT ST T8l R
ST THARHT ATeTgeh! 2T, HeleAT WEME 99 Tl
STISPTTHT FRNGT 9 H T SeTial | srafed T
THERR T | 37 a¥ |

FIIH SR & fT 7 ST JHIEUT STIEITeTs ShIgHT et
wferteerr forgd | T wrRiae 33T Jgah et feh | el
TR T ? WS ATASAN Tob W=7 ST ToRIT | @ ca®T 9 |
Toae &k uf @ shar ST faofer o afereer fugt | &
Tl e AU ekt offenT HU G Afehd | 3T ww o,
JoUTieT Ufeciohl TR SATET 3T HeT & | 37! 3HH!
FOT T o & @ 7 Fmurfer geer S wueTel QT
3 | QU STIETERT WTNOT el X g5 aveitd i, feh
AT FeET SRRt B | T HHT USRI AT T3
e heT @ | IuaTs |rer- gt et oF ¢ ‘Afegars,
I o 3 AT | |TIE T ekl fauT Fm | |, mufs
T Tantetren fo Teahaiier e =T &g 7 31t AT dfegars

SATHT 3T BT AT T TT | SUS-3TE 21 faard (¥, 3ueh

FRIEE AT ? T At | A W | YT 33 AAHT | SAferfear

<4, 3t Frfishrcae famrs; R00e



BT A et 31T g5 af@-el STHT HUHT oo Srestady
T2 | T, s, ufect-ufeet FEiel WHSTEd T g At | @
3T Hieaeh! TSEAT 3 TAIHAT S WY | JeaTaT STt Far ufT
Afeger TH A TS, TaRiy awer g, i et
ThSTSHT SheATelet FIaTeT §aT TuT-et fakier 7 el | 575 §F
AT | HIS g9 TAThehT T A3 FoR ‘@fegelrs e
giaer fe¥ ©, 9% gz dfeccier s T T&aTE IR M AT
Al SHTTEhHT ¥ | TSEATHT SATITT F9ie gatatane T3 |

T @I T US| @, It afeaelien T wrwar e
T &, AT @ T AuTerehT Sfiemmsdt urersr &, e aeg
TI | Tee g e | UshEie afes, HaTehT SAThT 3= I
O ST Iq ST TiesH | T-T, A goeante wel
Far 9 ? Ber A1 | F aEvaTE gE 9=, @ 7 afeant ugud
AT B1e, TR THeTUT TEHTEaTe: o at =Ie 7 &t
AT | FATS T Eeh @ 8e S1eh NI T | Jeehiere
uf forr | erfer-stfe o giafes o wft fu, fe e

T dAaTe b, T SRl 33T WU Ui ITeATS 3T e
fad = g |1 o1 @ fag &, v | dfeg it g=
fT FHE TEeT AfegeR! TgEr SR g T 7 Bt e
Theh TTE | A T 8IS, JeeftHT TReT FHHehT STTETAT Hid
T J7 g@, 3@ A T weufs g 3@ wie g1
TS | &, Tfeact A1 Bihguad | AT SHewwr e uft
T8 fE=s | 3t offHeRT et 3T fau | @@ et
FUL AT ARUG T ¢ | SoFh W | Fel A, ‘377 Afeg =won
IdqT & Teh 3d ¥ ‘T A=ie 3depl Hulaers AT=rar fauer
B Afea ey | Mehr 9 Trafs diee siwom Mepr wT afy
AT M Fd IS | ST=d T JdT 4iT |fgg AT
U M TSI 8o UTelshl & X & T 9~ STerard
faemreim @ 11 i tfa femnra i afegyeent oy 14,
wtaTe =fE It ufatfer Temsgyeent @ ? 3t gafatent ve
e 81 3Ho T I far | Afoee ST AThReeh! Helts
T ST 91 DIqed & AF oTerenl ORI | W& afh
I AT giemr 2at ueRh favafaarerenT ures gus
STEQT ATHREeRT TR | JTaieR SRATels SRl usitieuls it
SiTerehT T TRTATS ATehehl FoalaT TSTTHT Torl | sifew
TRETIETS, 37a7 hehl ST A | Tr=a IS T8 W= faam 1w,
A S T THBHHEIRT AT G=1aTe’ 9= Foohl JERUT |
3G T THeTde TRl SAT HeisTiaeh! SR et
faT e W= | ¢ Ai &d ey fege & m e s
el | TR foremeffh et i angerRe wET
forered afr  Frw | o1vF 38T TS TUTS AeATS st 37T |
3t T2 forRie e 9= & &) 7 FRAT - IS A,
fooh & T TrtaT T 1= UTg-s =T geefiaT o, oa, am, o
T T, @Rt ui 3@ fa g1 T 7 UeT 3o g¢ @re | aut
feremr SO ufectr fo Famer T ecent TeaTushsrr 3det
STITSTEAT ST 9T T, ‘TehHT STET §:8 UT3 d 2Ig at ai
IRT heT ST B, ek 9, I T, FfeTmaT et
FET Foad | 36 FU Toole 9T UM TATs el el o
T U &8 | A ST 7T g7 9T G i aredfaes Arst
T FashT TRl aTfaeaT STeq qadret 7S T g | eXdiehTer

@ e St NI FRITE R0t

giSTer for | &, shiter ush aferatect JutemdT 7 afeg =wom
TTRE X | TS T AT JdTehT ATHT THT 9T | IaT d g
TergT] § Wees, hbhT U G =ITEaT | A193e el 3MThed W1S
TTUHT T B ITAT | AT ARGl Ui STTcHarT=ehT
1T ANES W~ TeIE 3% ITgaT | ‘GX uf aRaent qasrer
FHET WA T1S T 3177 AT T Hgierad Tr3e T FeT Gehr
g, BT TS HTREATS JATeh! TEHHETHT ITVIET 18 g I’

fge Sifer arfer stfafar gue STereT Ja1 o o1f7 ar
fergent @ e, IEE FEAT ? WA @ JaeRial sftar
ST ST | | AT Fehem T ToTer @ | A Ry W
T e ot ORHT W @ AT o T A |, gret
$Ye T Uoh T HITfaR, B 3T3HT T Sefiar eHenT Haers
PHST TR T 3 EEIH T ateT ©o | @
J9% GEATH & T F i J& YT S| 3T efenm
9 & | AGETS &iE, ST AuTeere AT | F8l q faewit
ufr &1 " 1f fesre a TergumsrenT feumer et g 7 Aot
Togmar e | gt fag wueter At AW Arerdar faEe
gehT & | 3T STreRfa af el efifer shemHT TeTIHTEhT
ST & | Ffleecl UM AW YRS gA-I@HT ITHiT
I, AT G, Il 38T AThelTs Bieh A T ATeHiaT
A g5 T ORfaT TRUGhT ST T TTEiehT STTERAT Helh!
Teda-foramer et 3 g1 | At faaeft ofy afes g=1 @
TSI ¢ B Gogel! S U 3 NEST At fob |
JuTedt 8 & | faaeft @ st = & | SFfeEeR! AEve St
FST T | gUd feagraans afeq sHTaT Ted | Ot FTeraT
a, UdeTias seravedia ATSHH, TEHT AT ASHeig
AT ASHIN AT Hfeg AT T & | el JaTeft
HfegenT HeEaT 9t g Triaes & | 1t meemt uft faeft
gfeg e | mufe ot Jurelt afes aeaE &) &
ST oY | EUET @ 81, AT TWY 9 39 Jedtd
ST | TEdTieeiE ST=RIfeT TewehT EET TeheT faasft
iy srfatafeaT et HU gHuRT B 3T oWl | HE,




AP Wied T I3 foam=nte JumefieT A ©9,
s uft geudt feter, w T i |

& Hiontesh! fagT | qrifaw gEsHT MieeRT g sifed o
AT | T3T SATeh & STTEN AT e TR, BT Uiamet e
THY UTT 3R | STehict fohe ? 9T @realy | faq @ R a0 g
fewent T | @T, el UTSeRT AT SR STIAT FH GATSERgarsa
FEAT FAET 9AT T | SfeX AfRT, WUfS T INaRas
for3T gt e o st sfenr enmfe AT | afeq geT
IR, S AR TET M G IS | I AT FU FET
oTET ISR @ 7 Aol Wiree &Y | F el afdusert Afat
T2 | 7 frem 21 | 1fer TEsT €8 36T WA, U EwaTdteet
ettt BT 9T I SARLIHT | TR ATSIATHT Tfeg
qUT | 38l @ TRl | Bel 3GaTs ardf- 8T AN et
QH, Jgaer 3 dwar ¢ fRT Farg 1, Melt @deT W=
R | @, efTeTe | dfer @ TeeE § 9ud | i
Farhr drefies o ghteregy T | awker uft fafer g5 1
T TTEAT 92T | TG T aeTee wuts ui TeeT B9 |
A qET EfeuRT T ST 3 aiEmE e g
RIAT, T qoheT 30T | Pt JepTS 7 el W gt e
qUTSeRT UNEReT | BT of T Shel JTUahT & | R el afeg
IS | T, G2 T Glaument STl Uh! ST YUehT 9T
ST g7 ©@®, el "ieg HUhMT Ui 3:Ed! &S Thia |
et IaTfat afeq ST wive @ 9fT e geeferd
B, AT AT AU(S M el T ArewETe i stfasfa
T HIhTT ATETHUHT W | IEehT &8 STEPhT &7 9]
qelet, @Tfel URaRel §:@ 9134 9T | B 0T O T 9+ |
@raeT gt 9o o ffred fort | @rfer 53 =fewrr foriy |
T SRIEHT Feiehl el =7 | 3T ST qUAT afeaes
AT g5 @ ¢ Bt Aref | 31f uf afegwe @ 7 U 3Eiew ¢
IETeE JEHT FTET Tegg, T89T d Tara g8 qwreh ifosia
Hieg WUHTH! AT STCHETel © | Tshuesh TednT THiega=,
HoaTeshR efaqu=aT W TTusht forw §, greft ferer ufq e,
HEAT Ui TTEHT T HehiSTHUS | T&T a1 AESHT &1e, 397 T
fafishar g2, sl ¥ | Seiel T, AT Y W wels
oifat SERTET | ET U g8 SEHT ST g8 Al
afE | 3eTew e uie gureh T T et BIST SATSTITHT |
T, TThNS WET dfeg 60T Mewlel Jdr TR |
FEHEIh! THATTS 3efel THEhR TgT | Bt d TaltiehAT
ufer ufefer, & wmer Erar ot | aareet et stfer wrsr I

O
= g/ NEPAL BANK LIMITED

STITITHT &, T 37t T q¢ | Jar foh 7 37T Hrishaar
TTRT ? IAT G | ot STV YT THHTR g 23T
T | 3T & & T & § 9 HiaL Haht oS o3 3Afer
a¢ | 9 Ufe arf | 31fe W Jafs AReTST g€ g | df ger
e @R o fa Jfeed Mieft ame o= qemrefa ¥
fercrent g1 | TatwT gaT i foud 7T TSI T 91ee | AT
T AT T G e, F81 ATiS Fdent e aiT
T UG STTeaT WAL aTell TN | helee! Taerany & YT
& U faam e s\ | 7 afta enmiesd!, aisdren
fedTerer af IISTUE T etel ITSET HUS | FaT, JaT I
o Sifeet W T afEar st afeg Swom fafefe gy
TERES | 9 96T gAE Ay W AT 9i faus |
3T 3TRT JEATHT 1T & | a1 e, forer ®fe Tveufe ser
ST ST § | 3T v aefetf ment e Hfeas
3 =g fde 7 A w d@i | md Samr Sfq
I S &Y, I TEY Wetes | J8f Sifd a0 e i)
gIfSTSTaTs SefiaT 3T 3T | STmT U Afear af@s |
QIEAT AiEAT FHH S FdT, HIT G=ST I TR S| HEl
T H FEFRT U U B | U3 Afh ‘Afeqdihare g
T S U3 TRIehT gt 33T 3Mgtesh! o | Tfshux o |
& BN AT ? ARTSITAT o 9 | ‘@ Jaf dfeaHT ai farqem
T | AEatash Afeaeh! Hacd & | S i dfeg Hea 313 T
A g AHEE ATHRATS AT HegH T+ TERGS | i T
PorerTS aifes TS st i (P feTeRY) 5 g
Tt 3¢ |feg T T Uuls farers A 313 fom gebent & |
313 T uftferfa orsfla YT gfy A7 YoehT STETh AR HT 7
STATEIUTAT ST g TTeh! P | 311 IETedts @ WH3Tger
W ag 7, foeeT T 7 afeedr Ao exdiene faw emsa
qUHTT TR HAATE 83 T I T @feha | @t afy
N BT, Fe GIATE & o 9 TEdT 8ohd AATIATHT JT
S | AT AT TS T SRl B T 7 gedir iEes
gfeg gwdre W | & W TS d Jdel ¢ e STiaERT d
TS qUH g @S T | ‘BN aT AT HEHT & | gl by
T WS I8 HRIHHRT G0 | TSiweT d @ & at af
HIEHT ThETAR] HUST SR STCHE §aRes | Jaf
T AT ARE ST 7 IegITT I | &, T §T THehah!
ST, TR T TEeheT e AT I T =TeAT Sfaer
IHEEATS TEAT FTHH T UNA T arar | S 4 et
T RT3 Tfterr g v | farem-famef, gocfi@eett seet |
gifeer qurgenté shadt dfeg gpEr ¥ 7 uahiiash! A g
& 3 o STEm=oTEnT W | & dled-a aled Wigehl T,

®
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TBTEATE il ‘F T GIgaRe® T | el BTt & | 31
TeATS el T geereh T Fesed Heled M A gqgeA |
‘Frfereha fam YU | AT 3Teheh! @IAT de et fd, J-TeTs
TATTR | WienguaT, Fasieder STl g@ amss g /U
AT | ‘A TSl Hehigeld, STfeciary qcl HaaTs i oTer
&7 | ol gt favrenr 7 | fedr-fedr, St grarshets SRS
e | 319 7 gaer T TR BT weaT Taadt AwE, T mitwshr
w | O ThigT ¢ 9ee T | SEiel ‘T SeT, HEl S
faTent &Y, FaT e oTegyT w=ehT g+ | J9T SAaT Wietshl
a o 17 Wwehtuh I3 o | et uvT T off yveRT 3T atenr
e g | T O, ‘% 0 s dfedelts T 2 ar guEr
Torr o 71 o1 iRy frd ot 7 AR v e |

(3o1E TRTET 9T FHTcYieh §7 | FaBT 4Tiifer, Toiiiass Taq armisis
STEITAT TN G AHETT &57/37 1)
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AT aear gfawrt T feferrgsarenT agar aftemr st
HEATT HATHRATS 7T a1 Hleh 3o L TaTl FIHT FoelTerd T
TR ehl & | HEATRT FoaTeITHT Scohedl Hehl ShE
qiERTaTE T HodTe quT ST T & | U3¢ WHITT T
I ITYT A1hehl GEaT Hleh HEATHT I qNhTaTe
HoTeT T TERT HEATehT TTOTTT Sch Tal TTaeh eiT HETeh]
ToIHT TR USRI U155 | TedTer 3cgedl (Operational
Excellence) YT HETel hTH HRATEIRT ScepedTen TEATE
JCTE T HaTeh! FehTX 3ATiawT faferedr ureq & 3=fq m
AhS WU g | M, ofifqes, A qatam srer

Jrer 9 ferfe

e GITeTdT T ey STEc fRamehetTaeh! qHrdT
T 7 FoATe IRl STSTS W HIT HHATIRT AT
AT IERARE. THd HoaTed Ichedl HMUiid gl Tes |
fafver fagrmaur fafayr fafamer HU Seora wuufT sFearmET
aT Action TT 8L Steps e ?, Ushichd SHSEITIT FUTTeAT
(Integrated Management System) T & &&hfa (Work
Culture) STET deae® il STeRITo T+ ¢ HEIT el Hdt
IS FeT3 7 3MfE ag HHUT & HET ANGHEE g
TameTTs Frehter 7 3uT, itad e T Tt gemeRT
Gt et faersa g Stear faer g deerer fafsredren
TECAYUT TETEE G | ST shTa TFITEhT TURR T HETehT

TETEE Tael HUAT Ui o HT Schedl afaet T e
HoaTeH AN TG ST, SCATE T HaTeh! U @heeha
S T =TT ST ST SFITEHT SIS | Tt
IR TGaT ST HEIT ST T8 {0TH ek UL @isq aT
TofieRtoT T STEET 3TTE TR AT et favaent fafa=T
HETehT SATARTE TUTeTeh HIqUT eI HEI auT fafy=r
HHATE T A TTET TAE ISTEL0T U7 T Ffehe |

HodTeld 3ceh®dl (Operational Excellency) T ATHRUT
FYfeh FeeAaHET fafw=r fafs (Methodologies) &&
STEd T T (continuous improvement), SIX Sigma,
ST sFaET, Lean thinking, SMART KPI's ST&dT
SURIEER] TNAT AT Tovetyor MHUHr 65 | Fodter
IchdTh! IRAT TEHTT qimeT a7 fee qarEear it
FEEATIeRT fat= fagT=a =g SORUe faaT 8, =1
e AT T eI dreri-er fafarer fagra = frr e aer
TagTe T IUTIEE HEATRT ST T T HodTelTHT el
TS a7 Il ST 3T dth e eqd HUeh! e |
TodTe 3cohedT dTT=Id: &t &3 (Philosophy) & ST
LT FOTEN T T et anft TR Sqeaeh! STemaTs
T Gleh! §T9T AR | HRIEFITEhT T FemehT SHaaT

Hohfaar R gur T Gema Sepfadr  afEden
HTEAHETE Tl Schedl aTfet T weerment famt farehresar
T TTomEE vem T afhs |

HTe Ieped a1 T+ dodTe ST9IEA (Operational
Discipline ) T TEfdaTs THd F71 T St 58 | Homrmer
TR =TTeT TET hTH, TeT AieRTeTe 8tk Jeeh Jra=T T+
STTYTERT AT GV T Aiehed | FodTer STgRIEA STchen!
ST (Integrity), 3T T &L, T T aT, Team
&7 Backup T 3T=Rishar T T& &t &1 TFTe T+
fdergaT STedT deamT T T 35T & | 2 Hemrer STgeaehT
TITE &leh HHTARIR TR TR Mission T Outcome
TS T HERT TANT TEhT B W= q2F a1 6 a1 ufea
T | |

ey faf= & guR T @t shaudr 9f el
SOt TRE T Efohe T AT ST Ia-ers
AT T Aihs T=HT 18 AR 7 a1 ufge= m
frafad auaT ST SgEYE dUT ded ®A%hd TR
TRl HRaET TR & | odTel Scpedl hert
I T "ok W IRAT U3¢ Taar T afterT drEe e
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@ g (Major initiatives) feeufe am quf &mT Jerergerer
(Upheaval) Tufs AT GoaTel 3chwedl 313 48 Yraa
I FO R gUTETe | A1 gEeR! STlier T U
§3 ST T | eI, UiHAT, ITET qUT HATHT AR
G FAf TR T 3 R o & | Sneen Hfigfea
et fafT Product ,Process T Services AT f=® gur
T T I T ST § |

e STEETRMT MTEhells ek HalT Y 7T HET 31re
IET HouTed Icpedlenl Weed 3Nh JATH g1 6T |
STNIRIT aEia TR ST aET SR dedted T TSR vgta
FTTe- HEepiqaTe ATS HoaTerHT ScopedT STEiet 7 dfehad |
AT 3chedl giae THeRT fAfad SaTieRaTeRT
Taermar g7 STUTER § | 31d: e SIS STaere T
FITTIT T HhAT ToATATHT Schedl gldel AT &9 85
HH Ghel & Hihe |

JRUTHT FATGT & : STIageh Y07 HHART WUar 9 FThamTa
@yt (Bad Process/ Slow System/Slow Processing)
o etgeh! STaEAT B W STUTETT Scopedl aTfeet g1 ada
I 3TeRidh HRITT HHAT TR Teld AFHAT STUATS it
TN @USHT e 3chedl aNfael T+ @fehad | TodTer=aT
Scpedl T el Mo & ufwamenr sterE /
Taveror 7] AT §9 | UEHATTA FHT FESIRIhT fga
T, FHfiRTSTRIT Ufew 9§ URHARTd ermehl STavashdr
ST UThaTels d=ars a1 GHEIhT okt U
Qrsft T FASI TTE AHATTT IR T+ a & fagads |
GIShATTA GeTehT foifer STaetrer TR HosTe=HT Jcepeedl TTel
T SRIfeTeT TUEs |

TUTERRT ATt « UG aeq T §aT 3 GERreh!
Tfgel SMER g1 g3 & frfemer w™f wrme et
TURRHT S =AT3gUEs T TTAR F9HT SATEAT IaTE oI
HATehT TURGE HIIT T+ UGS dTeh! THIH JURICHE el
ATe AFRAY | ITaEaien! TUTEAT 3TTeY TS JUT TRY &1
AR IS | HRICIAUT FHHAR hidael YeEaT T arferd
qerr faertgaRr STvTemT Ut TURRE #Rl gRaTed AgT g9
TIET T FEITERT T qT HTIGUESHh! e Standard

TS v yEferd o7 fafer ST Uit Wi Arveve 99 T
qishs |

el TAAT Ao Sleh HRUTAT T STrawai-od Zohr
CIRSII) (Interconnected Parts or network) 88 =9 T
T sTqarei-ad JuTTel! T geTerese HET M T e
§ | 3Td: H TET &k HUERIe! TUNCRTd STeqara-ereh!
SRR e Sl §5 | Bel TehT ekl FeaTd T 3T
O Sheh G557 Bl AT & fob TROGeRT § 7 0 el &
s Aife e amfa STreRfa B 7 STEdT TvEETs WA T
AT el Ao’ 1 T+ &1 ¥ I FodTel STTATeTeh]
TS FoaTeraT Scsheedl U & |

I TARAT : gl HHARIATS HEIRT Goal /Mission
F ANAT THERT §IHeS | FHaWt o= & fad i
ToRaTeReTTashT AT TSTer HXaTE T ShTHehT STRUT BABE T
Goals T Principle @T Compliance T IRAT S%hel T4
T e Fudt fo Iuferd a1 @er qusl § qor gt &ar
Siest ¢ BT el e UTedl T gt ¢ ST Wit
& 8 7 W= IRAT AR TSET 3Hiesal T actions o
HEATRT T UTATHT & T TSI §-S Wl TRAT SRR
TS &l fa refresh TS &R 7T T3] W6 |

TEFHT AT qed oIl T: JEHATS Value create THehT
fafers OTEeReRT ATEATRT SRET TR §F SR § | Value
fafaeh oTeener deaTes el fawee a1 &ia goa fad T@m
] I & | JagET HEIe OTEeRl STEvIRdT T
STUET FNE R T BT I T U TTEshehl STTHRYT e
Value Create T+ @fehad | ATEehells WIRAT el AT favamd
TAT IeHedleh  TER Fhgen! AR & 9~ a2 ol
TTEeheh] STUETT T AT STETIehdTeh! STEHT & 18 ST
&1 9 eeTer T faferedr came afsh g T e far sar
T & |

e e "@edfa : frIfad TR T TR Fauad
g | oI Amie fedEer & ™, FEd ™ 9= anar
ST ST §5 | SFeefia &1 T4 ideas & explore T
employees @T§ encourage TR H1 THIET T HihS |

Operating Procedure(sop) T 3T AT TUTEATHT Teheqdl

ST HfSAE g1 MUHA TId HEHI SOP o @ife
STTHT T GrATE TR et cshedl T T hiTeTeT 7T

@ e St NI FRITE R0t

ST GTehT WIEeTE GEhTUHT IUTIEE ] 7RI, HHATIATS
AR STTATERT 3T T ATesh 17T AT THT AN
T Il T T ST T U6 |



quidmat @it : U quiar (Perfection) =T §¢ ga 9=
TS X HaT SR (Perfection) TgT & W FodTel
IeHTAT EMeIsh! TFITEAT §a | 3Td: &leh JHEIT IT3aT
UTIHEHT TRl 3T @i T Perfection @i W
U | |1 HTHATS ALATSHT T Outcome T Quality
HT compromise g+ I & TUES |

AqeaH T FFAT ¢ AJed AR A qgdle WUAr Ui FEar
(humility) 3T 3T STITEYIF §5 | THAT UHT S ichel
S a8 a1 Afhare fasusmt |U g T b geur T
TSR | T GUR T e gThdet T &k SafehaT FHATeRT
TUTeRT UGS HATITIH § |

JF ATRATE T : &k ATt TG T Teoh ATe-a
ITT: RIS THA THITRHT THAhT W FGH aJdas
| FHATTS FHT T FH GURRT HATHATTHT T TS
TS S & FHIRIEE ST § H 6] T HouTed T
faferear e m afser g9 |

{ecHT ¢

et gument Tt et wesr geement Ao stfam arer
ehT TNETA 3ck=ar o & | IiErsHT, 3edTed, 39eh,
afskar | IAE U 9ear uit wemEr Rt giedT
TSI T 3chedl I3 Wl HEANAl [ FEeR, T T
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e | fafvara swRiarTe Tat Srieedr Ty 3cesd Jig
T oIl AfEd T S T R SFaETI Heeaqut
oJftgehT fate e | TH SHETATI Uk IEdT dehiaeh &, SheT
SRS Taq HEINTT 3e3T UTed 7 31 THIAT 3ieh-3ieh
T T T TeTiesT 76 | o Ty wonT T St It
T o T SIS 39S & |

(¥) THT e o ?

TRt qieT gt AgH farameff wier faene afsaa gaued |
AT THIHT TG Afehel SR I3 Harae | T
oty fe ot HeaTenTs STelteRl TohH AT §T TR |
TTRTRT THIHT HAT-5TST BT ETHT faque | JHrT
faTEre TqaT EaTESTETST god HFS | STSUeRehT Ufiey
T R TG 3UTS gEHTd g7 T | HHHT STEIdre]
Fg=TSaT ferrefieRT Oy g7 He | Witueht ff 3aTetuTETe TRy T
T FTEATIHT hid Heed S Wl HU T G SIS | TR
Sferq TR T TEE TS FIETIHT H BIgH, JHIST
T ST §HA Figed A% T 3THS a1 Taa | q9eh! Heed

T T U S T THa Afth el T TTeTdeh

I e | F Hifed! JquT 9i O Haa |

T STFEITIS TaT Jifeta-eht U wAT3 feh arefis
TS | 3Tl Wt &, “faddl 7erms I 818 TehT eRaTs |
T, U o ufT omer O BTetesh! WerdeHT |7 I JHTeh!
HET SEEATIT Teh! HHIhT WX 39T 3 & | “Do it today.
Tomorrow will be too late" 3TITq JHATE 3T T ifeT @
R fedT TEHH! gio | TRdan Hifd 9= FT Hieed i
I3 | ifet @ ETHT yHuT & |

a9 Sae frefaiad Sea U T ARl 3 -
m  FHEGET T HRIRIAAT Fhg T TUITCHERAT HIIT 7T |
m  GId T e G T T At 3ev atae T |



m 3T IR HROT § a1 TH |
B SR AT T H e JQ13 |
n Tahen @ISt T |t qwemT et faeheent IwT T |

(¥) AT TIEATIT FHL T4 ?

Teq AT TATHT THT WX THTeAT 3ieh THIWT 3k 1 T/
Iuctfey grfaet T+ STEX §F ¥ 99 ST & | e
fafeq srreRr gt SIS rerfiehdTeRT STTURAT SHHET: ot T
TS SIS | FHH e Gt fevfe aiey swmers wee
T STeIeRT SATURAT TaTs T T3 eI Jifedd Halr’
T, B, 30, ST FHUehT e 31fereh a0 T AhTed,
aefhyeaT HTHTTS UrerteRdr fom 3T1fe 3UTT Tt T a0
ST T Ak |

F 9T FH GE TaT qW-aT ufee @Eeh! ASHT a1

T AT 32 Tehe™T TS | AT -7 FH T -

i T AT &Y TRl feree T T HgedrehT SATETCHT o

TR YTk IRToT T |

n i, Surfaes, orfass, ararfes qom afte wmT TR
kT Gt fmior Tue |

m ST 3T U T Heedqul STiTeRT st At aet
a3 fagus |

B T FHTHh! =T Gt YIHE, BIT hed, TATESTET H1d
Ut E9HT 5 T ST § |

m TR T GHIHT HI TET 8T HH THEHRRT a1 §FS
T BT TTeet T IS |IEt GHIHT Heeaqul s U |

B o FHT el T W HHIEhdT AR ST ATdgdenT
FHARIATS HTHHT FISHIS TIIS |

B HTAEdehT HHURI AlfhUehl A THIE T Heb/THeheh!
U oATeshd T SAICETs 9RIH I E T
IedTied TS |

B HW TG Tod! QTGN HUET T I | THHT ATHT
el HTAEdehT HHETEeRT hTHeh! TARHY T, FermerT
AT GohTa HoalTe fa, faehms Tius |

n  FHAHAS T Wede aur faen way fifq fremeamar

e SRy TR T JaeEd difaHedd fegue |

T Todl H T+ eI T | STHel &t Tod! Team3

G T AU a9 g SRS | AT HEITeRT 8
ElECIRER R IURIES

m HAUT FHTEET G (NO) Ui 9= Faus |

OFEE 1
m  ITYF giata ganT T faeamr Stre fegues | |rer awar
wfater ST et e gue |

B TECAYUl I SR WUATS I IR T 8T 6EE
(Function) T AEeMT T 3fed g | I8 @HF
SATEATITHT ISR & T | ETeF U ST 91
farehmer e |

T FAEATTHT AT I
(%) TOT T : GHY SFSEATIART ATHT ATATHRATRT HTERHAT
T TTa SIS | et H T hHiget T+ =T qTieTehIehT TR
IS g T W= HI=IAT TTEUehT & | T, Shique ST
T T THIHT el T SIS X FHATS STTERHAT T3 7T
af fers | el TR SIEETIET Stk THeET 3tk T T
IO 71¢ TY FHIIATS SHTEAT 3T ST & |

(@) AR T : T8 AT G H 16T At o
i ST T | et St fafr=T frfamerT e
TSI THIESTRT HTASHH STRTSHT TR 31T, T STTHT HTaadehT
FHAHIATS FRUTHT TSI | FET Ieqrashedt JgaT T
TS |

(TT) U THTET TF F T : FHIAGT HITEHT Teh THTET S
W T T Ui g | @€ @ TE SIS | Thuesd 9t
T @ISST |TEH g2, B2, HIHET ThHIT g, HH foi
W S T AT, HTHEhT TR ShTH G TEaSredT o=
T T e | HTTEhT TSTel U JHIHT Ush 13 et
VTR @EITeT Sh1H T Hes 1 {10 fafe=T STga-amet aiT
JETiOTe TR S |

(¥1) @It qAT TS : Yeeh faf Tedeh 0T &ISAAT Tfog
Ui o FEETE 85T | femr ww/gE aver areft ane
I FEIUS | fauRT T THT IEHAR T NiER aet
FEITSET THT § | AT THIHT ATt TohT h1H T, TTefl 91s,
TNER HIHTE T, TGS T, JISHT 134 ST faferer sy
T fehee | STMETIhdT STTHT FEAT T ITINT 718 IS |

(2) THT suae Wifes fagm -

ufeedr fedT aHT aET SeTushiT geaT e ==t T
ST T SehT & | T sFaeoe fafr=T ferfomerT o,
TEAT T JEieh U ITGUaRT & | @IST I STgE-a HUeh
7 | & HHAT ST oRgsh KT I (Stephen Covey)

e\ 3ff FTfehIcHe fasioTg, R06e



Rz NEPAL BFIN -._

E—
o

T FT I HieeT T T=T FHUHT AT T THT T
wtfese fmior et &, 97 T ARl ufT R 3 |

Urgent Not Urgent
=
la]
2
o
j=5
necessity quality
=
[3:]
=
o ‘lb
3 . @
= &
=) .
= deception waste

IR WEqd LT IV HET FTEIYT FATfeddel T
FGEITI T GG T hTHehT FTIfHehieRtuT fATgER Tue
I A=A TS |

et qrafieRaT : Hecayul T SRl

FrE Jrafar « AEcEqUl X HH S

G grafeERar : FEcaqul THUERT T STERT

FrAT rATHFRAT : HEAYUT TWUGhT T HH STEL THUh

() THT HEEATIAHRT co /R0 g :

U FIEATIHT o/ o0 Tagaer <o ufdera ufawer 20
gfaerd e g §9 9 HU JqeS | JHeTs Wl
fagra uft wiv=| Vilfredo Pareto & @awwT ufeet
srefeTeETT A1 fagra W TR g1 ufe Juers 9w
STITATY &SHT Y TNT 7 it |

Brian Trracy T 3TJOR SHT 0 Fiaeid &Ricl <o Hfasrd
TROTTHHT fHeRT W] | 3ETELITHT ATHT SHETHT R0 Fiawrd
TEehel <o ideTashT fershinT offeht fHafe e | @
R0 YTaTd Sg qT JaTel ATHHES co Uaa AT STTLHT
g | AT, BT el Ro UfqeTd Hecaqul Yae idsTehT
o FTaeTd 3T STTEHT & |

PARETO PRINGIPLE
in. =) 807

RESULTS
0 mp 500
o S A FT, Sos

T SFEEITITeRT G-qHT Ui <o Wiawa afas o Wi
TS UTod §- = HT=IdT TNGUehT B, SIS 8THT <o/ R0
fagra 9=t | &8 co wiawra Afasrerr @i i 0
gfasTden! T ST Heed a8 0 7 T afehl TRl
AT AT dfehTel T TR 91 g = JT=IaT I8 feraenT
T | GHT AT <o/ o TagT-aet Mgt e fagus
T~ AT T B |

m  SHRT yreifHehdTeRT STTeRET feree qam 7 |

B TR T Tl FIHRT HoaTEeh 7T { IR ot hTHeh!
ATHSTEIAT /& faam 1 |

m TR T GHIAAT FHIF TaT FET IR a1 T, &l
HIHRT T T T AESTIAR 6T T |

m T TET g e ATET-STH HH T T T |

m  HIEdHT FHHARICTS HreifHeRdTeht STTERAT T STSwhiE T |

n TR FHHUtE HE G ST @, TR T, a1fal
frer (forsmmr) omfe |

(5) frene .

T TSI ST Ush o1 SR & | T8
fafrara wmemT Freff @ wr o awlwre T s
FHTHATS UTATHERTRT STUTCHT TS T HecdehT SATIRAT ot
I FEITE T 3UASY THIAHT TGUANT T ¥ THT HTEITTT
81 | g SIS SHT (T ST BRI & S
HRATS AT THATS 0T T WS | a0
wTfeerd T <o/ Ro TagmasTear Fefi STaumom Wi M i
T FEATYT HEST SIS Hiheed |

egar ufawaet, urfaferes fashme T faxdia Tredesr fafaefieomer
TaT SRS &1 ¥l HIATUT aa TUhT & | o THT FART R’Y
TS IcATeH T Ui THT eI 30T &l | X, Je el
AT ®W el wHtash AT U SETeH 69 | el
STATIATHT FHARATS TARE T HARGSTIRT HIIHEHAT
after T3, feer sree 1, arfery qur woomT Sftes /ey
T 3feh STTawE © | T8 IAEHE Jig T ST e
et T HEanT S |

Ceo



g T A af=a

(Introduction of Gold and Silver)

g T AT Joga o1 g1 | fames e Sifeh avet sed et
wAT T gTeY 2t e adeiord afT B | Ere g, =,
T qAT UIEE aFTET IUSRT @i Sihy fasenr
fafe= o= aaTeT uft w&wT g | foeRT ToTEATer ATieRr
GraXdT QT3 T | JHATS UTTSTRT FTeh Ti A5 | JEhT
T TEEiem, diet Toed, faet Swar ST uft e
AR USHTS AT W SATTdshT STHEUHET UfT Wbl W1 |
SteveT g7 b e T WIS | G 3cUTe Ushan STieet
T Tfefcl ST A1 JE T T ST |

A, AT FATRT YfaTierd qBsf (Historical

Background of Gold and Silver Loan)

3T 4T TAT TSI GETeh! e g oTelaid g, arar aom
TJHETE ST TTEHT 3Th1 Afch el awersh Tt | SAfehare
Tt eh! GETHT 0T Te-=ht aIga TUehT ST THUHT S |
T TEAT T FAfeh-Afeheltel W e goar | ufe el
TSI THA FEETIRUTEATS a3t gfawr fed emcrefa g, =iet
FsTlcl TEINTA &9 T ATl | et Tsdel ST die qur
FTETET FHARIATS 015 Ated TR TEr 07 9eed /IS
ofTereR! s | ufe faearia &owr gdamRueTs aid Fwdr
FSIl fa Jae TeT WU 115 |

AUTeTT G AT ST G, Siiel shofl dSTNe SFEgmEh!
AU JUhT UTS | TH-T T0TET TegeT ST =t
AT AfTeraTs A IUAS TRIST TITIAT TRl TR

IS UG T FEHTEIRUEATs OHd SgHed gAaeataren
TOTEHTRT fIdTHT |9t SeTety TRIST UTeieh! U5+ |

HTTET ST TSRl G T+ FaTed 6T TgaT Soers THaehnT
qrafd sTEehal Sruehl TGl o7 sgeh o ot wemT fodr
Tt U9 fer T | eR-aeingeT ufa g, Sidiars denar
et fdrert wvaT fergs Tt ar agiuft o1q Teier
ETer ol farsht T FareET T 7 |fehs |

TTOTEHT SI7eTeh TG 3% SATSTETHT Sl (el STes HHTeRuTeTs
&I 3T SIgeh T Taii™ Seeel garal sheil Jare T TRl
S|

A, AT FHATRT G=T

(Introduction of Gold and Silver Loan)

stgeh o fexfrr geemer fafv=T yehmerT shett gfaem e m
TS | g, SidT FHoll HT THIHT ATAGT T T @l
el & | ga, =tdr fadrmr yem 1fie sweiters ¥ ga, =@
Fell W Tl | dfect-dfeet =T af fadm Ter el
Y& TR T fastrersT tfuehisr sgeh auT fa<dia dwmer
g TordmT 7T Sholt yaTe 7T TehT UTe=s | Sitat T st
YATE BI5S TUh TS | el TastietrsT g, =fdY seiiars
g it (Gold Loan) ATS A= Teh! UTS=3 | G, ATaT shsiieht
e TaveTar FHvHT & -

m T GEIET I T Gk |

m R TEd |

[ @WWWI

m BT T &S Documentation 63T |
m T SN |

e\ 3ff FTfehIcHe fasioTg, R06e



m U SN ST THIHT ol bl 7T AR |

ot doumT @@ ©1 URed W GEchg SreETuE
TRINTSRT ATHT §H AT hsfiehl Glaer fer To | aed e
UHHT TTEehelTs U WUshTel Ui G, =Tt sholl gfaerars
Tl AfSTelT T OXet shoil Giaeeht AT fa M | dgeh qur
TEEYUT HTEF TR S |

A, A FoAl BT T el T &t

9. ST it At qer fatrEHmeelEr g, sier fuar forg
Sl Y T ST Ieoie T g0 |

. A, dfdiRT HRIER TS AT LT e,
qraeft ST ST T §Fa |

3. forflr weumhT @it g, =tdr el STARTT WO/ T

T GATHIGRIS YU/ TIURER aTf¥eh SIHT ITRT R/
HoaTersh aiafaare aTfien ST g0 |

2. e qu faxier deerer GSfiehTs TUMHT T SRISTRT @it
TGS HTFH T G HIsaTdsh! THAATS I Al o
T STifemtied qrafd TUMET T STE,

. Sk qur Taedia GemeT el arfiehtur et Ush Safs ar
UHTEHT T, Ffaten! RIqmmT HaTg WUl 20 ARG TV
IS ST IIHT GHTATT T T |

3. dg quT Tadia SR STET G SReHT, et
TILHT ¢ UlGed T e BTider TRt SR,
FRIR T, STETTaTe SETaeTsh, et qorT e
URERATE ol UaTe T ST &MUl 9 uff &,
SttenRT RrdmT eIt UeH Hfh STaET et |

A, AR FIaET ST i
[ mm:@wﬁrﬁuﬁrml

m T TR STTEvehdT I T |
n 3@l 0 9y e |

o 3t oo g, Toec

B ERMT : TIEROT TUAT U Y Satafys wrqut et
T ETHD |

B ST : G AT Afdrent fadmr 3 far et ook faen
HThT £8 SHAT e |

n T e FIl HHhT STTURAT 2 HfaeTaehT el il
dfent T@ehT STaT=hT ST (Prorata basis) AT &fHT ok
A TS T &7 T Tt bl 7T THIET AT
TR 31 AR IHRAT r@Tgeh T |

m T OHY-UUIHT SeAIIEdl el afgfdel dishel AT
T o FTATa Aol T |

m SO : & SHTEHT ST fague |

n oo fewoft : a%ar FSiaT e s (FaEr)
ot dertel Famr g7 |

m 7 UHYHREhT hHIHT ST ol af |

qH, ATET FATHT ARTLHSE T&T (Positive Aspects
of Gold and Silver Loan)

9. HAGTHIRURT HiSTel ol U T |

2. HIg-HRTSHER IHUETE FEHTERUTATS Gtk fHes |

3. fger 1 wes ufswameae wef W g gaT STeushierT
STELIRAT I T Hihes |

¥. QMR A1 T WS garsd JHiird SeTsd
I T |

w. il fed afr afser e fad ufr afser | faifa
OIS STl T T Aol ST YTBTHT I[esh TATH |

%. TEOTERUT SHATeh! gieh STTRIR THeIT Hehis ATead
T |

v, T&r T ave wquT St fo afe §aT SgeRufa aefaTemoT
STATeRT HeRTTCHeR RO fRToT 7T AT |

¢. gHhT GHehIVETE IiT G, ST el SATEHIRT THT
AR T T S |

G, AT TGAT AT fafer (Purity Measurement
Methods of Gold and Silver)

9. FgarE gETOTMA o SEr gq, dfdl T @ e
FETEURT G qT AT orgeRr fesr T e
T I TG EAT IoeiE TR S | @, TTEAT
SATSUSHT GTAT JEdT AT g |

?. e T GAhT YEAT HIGH T A€ HTqeh! TSohT Treor




T RS | SITEHT Ui IO E9HT ekl STET ggrTET
TS 47T 18 &4 91geh! &1 diea™ ™ TS | I8
GIATE 3% oTgHT ToeT 9l §9 Wi 3T 91g Far
g=1 |

3 FEIHIT TRISOT : GAATS Fralehel AT~ UT TrThiT
TequT T Tfehes | O, Freehel A HeaHT G qUT E9HT
TG, g i &S |

¥. & 93187 (Density Check) : & =¥ FINE e
T 2R.3 g/m T | ARl B 3T oTwRaT SeT
g WU SIfq ol ofed WAl @i & gAelrs g 9
s |

Y. ATEle® giég q¥ierr (Nitric Acid Test) : Nitric Acid
QTS YT TET 3¢b HTqehT TSHT 5 UHEd WU o 3
reaction 3T 9 3t &g I[E G USRI AT |

§ Smgfa® glafy ;. g ater et AN W fagde
SUHLUTHT ATEARATE T JEAT AT Hiches ¥ garar
S[EAT AT 3T STY ek Tfafer SToATs afes |

qoTel U AT | fafa s W ga qer a9ee aHen
TOTEATeRT I[EAT AT TRT & |

&ehT gt (Purity of Metal)

geh! J[EAT AT ghTgehT E9UT RS (Carat) @8 WRINT
i | SIfd S FIREHT G 79, Iid ¥ GATs 3G TS |
AT T<T I[E STALATATS ¥ FNE G 9= T ITeTs
23,3 WIARTd Y& G | | GohT TEerhT o S/ U1 7 %
FIANE G TS | T hell 1 engesa st nheenr §3,
O GFRT Ry WITHE S Wi S erg fataTRT g,
T A FINCehT G A | STEd ¥ AL g8 9T 31
T TTHT R FINLHT G USRI OIS | THehT JMEAT 2.0
T W & | UT: AT ST GAehT S[EATHT T&dT LTgehT
frrgror nfteent g 1

¥ TN - ’R.]4 I[F
R FRE - %204 IE
2¢ FNE - oY U IE
2% FIRE - a3 IE
2R FNE - Ko.u &
20 FINZ - 2.0 4 IE

O
‘ NEPAL BANK LIMITED

14K, 18K, 22K, 24K G : GThT JGaTeHISTT Gaars
¥ FNE, IR FNE, 2¢ TN IAThe TTHA FFITE TS |

AR TGAMT AW g edg® (Terminologies
Used in Gold Purity)

9. EPNS: Electroplated Nickel Silver
AT IE G THOL ST AR TLAHTS ST AT G
FUHTETR! G & |

R. EPBM: Electroplated Britannia Metal
=TT, qTHT ST HIATHT Geh! T ATSURT JET GFawd
5 G T |

3. GE : Gold Electroplate
TJHUT YRl HIST Td SURl &9 | X, Il T
AT 20 FINEhT GrAeh! TN TTNUHT 5 |

¥. HE : Heavy Gold Electroplate
T GIAT GE JTHT k! W Tkl Wl §7 |

¥. GF :Gold Filled
Tl gF I gold plate ST 9T Ui FFRT A TEUT
TICTohT SHFATHT 2/ 03T ST TEehT G Te W skl J&aT
20 FINE e TS |

gl {e (Pricing of Gold)

geh! oI UM el Hallmark T dimsit T gEehiel g
HTTH THTERT T3 | TITTHT Gkt Go dledt T ameaT ferieor

T TRET & | Se0-TSTRah JHET Jod e T TR 90T
HEGTEROT T ATHUT & A T HoATSehh! ST &Rt
T | gq, AT HSl T TET GARN JoI TERT et aei
TRt ST ferfeor e g |

g, AT FA®I FGEAEA  (Management of
Gold and Silver Loan)

STgehel dishehl Ui OTH HoIuT Sgehal SATHT gkl Hifd/
TS ARSI gt TR oIl T T+ TRehT U137 | SATeIhisT
Jgehet R4 NG 30 Ufqerd AT FE T MR TFW | X,
TCTEHT SfHeheh! §eRHT AT TATEHT ST3eRT ATHT SRR STt
(TTEAT SATIT WA TR =T ST ST TET )T el Ffasrd
af gt T TR | FRET STt TeATeRT ST sEiteH - et
T §5 | STgeh GUAT W TSI ek STTEITCHT hisTael Weta-

e\ 3ff FTfehIcHe fasioTg, R06e



NI AT TRURT shofieh! FHITHT SATST AT FHATTRT qeIT

U THMHT T USRI AT TGS | SR GeadT
e o1+ fafaeh Srgeft afskamT diear camsg S & |

TEAT GUE TETT ¥ FINES GAATS AT TS T | e,
HIeaT T TUTEALehT G, dfarehl fodl wiehr Tiud samr
SrgehehT Trei-Erd SHUERIATS fadehsiiet qux fHuter fer et
U Y TRURT §=5 | e TRT TTeshel T3 TUTEAThT
IR AT T T TUTEATATs AT g fRIaer e,
AroTTer Tt TReqvr 7 SRR HH AgehaTs Wehl g9 | add,
TS AT WISTHT ST o7 YANT g, BT/ <reT Ufae @iersht
TTOTRHT ST« TaeTad, JTaehT STl STTEeRT Afehd diet e T
TTEHET | TeAT aTSaT Tasuan! @itg feret for, ST faaes
TR TRl Afeh T+ AT UTeshen! Efiepfa ferg @r et dter
T AT STV TRl & | et T sgehel T TNEhT Yoo,
SIgeRel A T HITSI AR T Teehal IIS el giaem
TR ATEHHT SABA RUTS Sgehel ST i sarstawar
Tratfa ommatsr arfiT st 9e= T 99 &SI YeH el
@ite foer qud fe T | Sgehel TEhT shoft T Tt
T ST TRt ATHT feraTT HfshaT st Tues |

fery (Conclusion)

gk T faedie et g, Stel faarT 9am T el 7 g,
ST I 8T | FTHTHNDT heilaTe UTesh TT gk gaohl fad
srivgfg ™ wEd fies | Seghel e FSileR! |, TS
BT ANERT, THaTafy ATfeam el yaTe T vy e
STHRRT fague @2 areshet ai eI SwemT iar, s
BTSSR qor far fetetreier shpenT o ga |

Ced

o5 o T R, 2ot



Jocd d5o 351cor BRIl

dsR)

(STETYOT, frioaT, WIgeT, AHET, JHT T AUTAHT TEATEA)

q. af =T

STl STTETIRAT TJAR wifdes gaT (e qur o)
ST 71& IUehT Tavaeht AfeRisr d21T dg gl fefsea
HETAW TThTid o f@UshT & | fafTmerenT Aream, qeent @9,
HI9ehRT $hTS STEAT AT 1 Uay, faeisar Jumaq Tt
+{ifceh qaTeRT weT fefsieet ST SIRY T T%dT GETaTs deet
oreeh Tefsteer st (HifiEt) wis | = Sgehet SIHT
T HiefiTet areqeaHT Aeeh fefsed %y &1, SHaTE 3o
ST HIETSe UeAehHohT HTEIHETE Foed T SedT=aloT 7T
aieh |

ufgedl THIET Fefan gfate faenm, Iueeh! & tag
FITTS-2, STEAT ThTHe TNTehT HRUT Tgioreet RIS TidenT
JTTRYUT feTgfaT age Tetden! © | Hhoreawy, favaeamdt &
TreeTs fefsed FRIamer ufqwemaT 16 Siger @t fsft
fefsea qament W 90T d@s TR S| T TS
favaent el HE Sghel QF FNAT qOT B TS
TSR] EOAT ISt AN] THEhaRT & W SATIaRieer
JHANHAT U7 ST ITJEH ST TETTHT S |

forgamr ufeett e i<t SR T 331 ST (Bahamas)
21 | Al Sgeh 3T ATEHES T RoR0 IFISTHT 1T “8Tg
g AW HiefiSiet S meRr Ry | deaverg @ 012
T T Fee FARTTIT T sIghel “fe-Fama” TR
HefiSet ST ent for |

TaqeT sgeh oT% ATEATRT 8 RoR0 T HTHT TNTT Hel
(TS, Gpi3, =g T Teiie) w1 “3-diuars” e s
TR ®UET SRT T TR | 3% udevmr fagew
Sgahel BTl TEThT Yo 000 HThas Ueh FUS 3-HIUAaTg

2. feectit™ Tre=
fader

JUTeT T e

(3T Ser ¢% org) fefsteet ATeameTe Suctsy MU
ot | et faadia fefsieat gaTas 3300 gt Tiea &rr
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Ramakant Sharma, 30 years, has a small business,
been for 2-3 years. He approaches a bank to demand
some loan. He has a much valuable building worth
about Rs. 10 crore to offer as collateral to the bank.
The credit officer listens to him, asks about his family
background and business experience. Then he asks
to submit the business registration documents, tax
clearance papers, and 3-years’ financials. He delves
into some financial ratios and indicators. In the course
of 2-3 days Ramakant feels annoyed on all this and
breaks out, “What are you analyzing? | have a building
of Rs. 10 crore to place and asking for just 1 crore.
What is your policy? What do you need? “

This kind of experience is nothing unusual to bankers.
Banks are in the business of manufacturing and selling
credit. Bank credit helps flourish economic activities
in a country. This encourages and enables many
emerging entrepreneurs realise their plans and find
careers in life.

Banks most usually lend against some security. They
accept gold, land and buildings, shares of reputed
companies, government securities etc. for the purpose.
But they enquire with much importance the why and
how about our need for the loan. They want to know
what we would do with the money we want to borrow.
This is regardless of the value of security that could be
three or four or even more times the loan demanded.
They still may say our income source does not justify
what we demand. They might say our business does
not have good reason for the loan we approach for.
So what is the harm lending Ramakant Rs. 2 or 5
crores here? One could think of many alternatives
once money is in hand. The bank will have sufficient
collateral to invoke whenever it feels risk.

The next experience is that banks insist on equity. When
we have to construct a house spending a total of Rs.
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50 lakhs on our already owned land, banks offer not all
but just 60-70 percent of the cost estimate. If we have a
project of Rs. 100 crore and mortgage the entire project
to the bank, it offers just 60-70 percent of the total cost.
That too, we have to put equity first and submit the
proofs that the amount is actually spent in the project. In
working capital finance too, only a defined percentage
of net working assets, conservatively calculated is
offered. If collateral security is intact and all involved
are offering personal and corporate guarantee, what is
the harm? What is the use of this big artifice of credit
rationing?

The harm is one of credit abuse. Credit is the stimulus
to unleash the entrepreneurial potential of people. This
is the engine to boost economic activities. But when
credit is too easy and abundant, people can build a
tendency of gambling than business. If Rs. 2 crore
is sufficient to start a business and on the ground of
collateral the same person is offered 5 crore, what
would the person do with the excess 3 crores? He can
most likely, spend beyond what his genuine needs are.
He can try some untested ventures. He can continue
the unsound business in the strength of easy and
cheap credit. He can pass on the funds by lending out
at a higher rate to others who are in illegal business
or simply do not qualify to get credit from banks. What
would all this lead to? If more and more people behave
this with easy credit in the economy, this shall eventually
reduce the supply of credit that could go to emerging
entrepreneurs and those really deserve it and who
have genuine and business-justified need of credit.
On the other hand, money runs into less productive
ventures and speculative activities in the market.

Credit abuse can be defined as the inordinate and
extravagant use of credit. There are two commonly
referred terms in finance- adverse selection problem
and moral hazard. People who present with sheer



urgency and appear desperate for more credit are
more likely to be non-creditworthy and they fool bank
officers to get more loans sanctioned. Bank officers
tend to make wrong selection of clients being swayed
with the urgency shown by the client rather than the
objective assessment of the plan presented. This is the
adverse selection problem. On the other hand, moral
hazard happens after the sanction of the credit. When
one gets credit easily, more generously, and more than
what is really needed, there is a common tendency
that he/she puts is into riskier ventures and even
untested gambles. So, extending credit and ultimately
the development of the credit policies and standards
should be balanced, meticulously worked and well
thought out decisions. Profligate credit standards do
not just ruin the quality of assets of one or more banks
but in a wider perspective, spoil the credit culture in the
public and make the financial resources of a country
flow in a wrong trend. In order to keep the situation
in right, central bank of a country as the regulating
authority of the financial system exercises various
kinds of policy tools and instruments of credit control.
The more the banks turn aggressive to expand their
credit business and indulge in unhealthy measures to
compete in the marketplace, the more is the instinct
for the central bank as the regulatory authority of the
financial system to intervene and apply more stringent
measures to control credit.

Arguably, banks can invoke the securities and auction
the collateral property to recover their loan. But if more
and more banks go on imprudent lending and make
the recovery through auctions a matter of common
practice, what would be the impression in the public?
Won't it appear that banks are cruel; they do not care
one’s difficulties? Banks as such face the satire that
they lend umbrella but demand it back once it starts to
rain. While cultivating banking habit in people remains
a challenge in the context like ours, won't people start
to think that the path of bank credit is the path of ruin?

Commercial banking is undoubtedly a business.
Credit is the major chunk of their business. Any kind
of restriction or restrain of credit for whatever the
‘genuine’ cause is tantamount to the contraction of
their business. But still, being the business of money
and credit, it is a more sensitive business. Money
and credit has limitless utility. This is open to any
line of business or venture. Easy money can change
the psyche of a person. It can induce, provoke and
aggravate an innocent mind. It can sidetrack the spirit of
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entrepreneurs. It can divert an entrepreneurial attitude
to speculative and gambling mind. So the matter of
rationality and judgment in bank lending is a matter
of wider social concern. This transcends the business
concern of a bank. By imprudent lending, banks do not
just risk the capital and deposit, but contribute to spoil
the culture and discipline in the society. So abuse of
credit is a dangerous cultural ailment and slow venom
to economy which bankers and credit officers are in the
greatest position to play a role to ward off.
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1984 famous Pepsi commercial is still all time famous
TV commercial featuring King of Pop Late Michael
Jackson. Celebrity endorsement technique in tv
commercials has been in practice from mid ‘80s where
television was being easily available to the people in
the west. Yet in Asian region late 90’s were the start
days for such practices.

Celebrity endorsement is a type of publicizing effort
or advertising technique which utilizes a celebrity's
distinction or societal position to advance an item,
brand or administration, or to bring issues to light about
an issue.

The history of Celeb Endorsement started at 1800s,
in West exchanging cards were presented, a card
with a picture of a celebrity and a product depiction
which was either given to the customer or embedded in
product packaging. Cigarette organizations parted with
baseball cards as a major aspect of a customer loyalty
plot, and the expanded interest to purchase cigarettes
so as to gather whole arrangements of baseball
players was not missed by advertisers. Early supports
of this sort didn't generally have the authorization of
the famous people to utilize their picture

The utilization of celebrities as organization
representatives is presumably perhaps the most
seasoned type of promoting, particularly in the period
of customary TV. The most punctual TV programs just
had their cast individuals stop the creation for a concise
accolade for the show's financiers before returning
back to the program. Individuals appreciated seeing
their preferred stars outside of their acting jobs. They
trusted these pitchmen and ladies, and they purchased
the supporters' items and administrations.

Yet spokespeople become the essence of an

association's image, each recruit of a celebrity is a
danger/reward thought. On the off chance that the
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Celebrity Endorsement
and Its Impact in Brand
Equity of Fiancial Products

celebrity's notoriety gets discolored, does the brand
they were embracing additionally endure a shot?
Furthermore, nowadays, the danger side of the
record is by all accounts developing. Big names are
annihilating the trust they've gathered with their fans,
and are doing as such in record numbers. There are
special cases obviously, yet as we are seeing every
day in the news, numerous enormous names — even
A-listers — have shown some really hostile practices.

In the context of Nepal, we finds different TV
commercials where different celebrity from sports
and entertainment industry come up front to promote
the financial institutions and some of them are even
the ambassador of the financial institution too. For
instance famous Dhurmus Suntali were seen in TVC
of Bank of Kathmandu three years ago. But such TVC
focuses only for the brand awareness of the financial
institution rather than focusing on specific financial
product offered by such institutions. This causes lack
of product market segmentation and focusing on the
target market group.

Launching different financial products by financial
institutions is not only enough to cover the large amount
of market share, nature of customers are changing.
Only the interest rate fight with the competitors to gain
the competitive advantage is not enough. To gain the
faith and loyalty of the consumers simple corporate
TVCs’ are not enough, customers look for trust and
the right custodian of their assets. For this financial
institutions must contemplate about.

Alexander Molchanov and Haina Ding 2010, We
propose that consumers' investment decisions involve
processes of promotion and prevention regulation that
are managed across separate mental accounts, with
different financial products seen as representative
of promotion versus prevention. Consistent with this
hypothesis, we show that (a) investors are differentially



sensitive to gains and losses and differentially risk-
seeking depending on the financial products being
considered, and (b) that these phenomena occur
because of strong associations between financial
products and promotion versus prevention. Therefore,
investors' goals may be determined by the investment
opportunities under evaluation, rather than being
independent of these opportunities as is assumed in
standard finance theory.

Currently most of the marketers use celebrity
endorsement as effective promotional tools, where
celebrities are the well-known individuals to the public,
and this celebrity endorsement in advertisements have
impact on customer based brand equity. Even though,
there is a relationship between celebrity endorsement
and customer based brand equity, many scholars
have implied that several variables and dimensions
also impact on these celebrity endorsement and
customer based brand equity broadly. This qualitative
comprehensive review explores with the various
literature supports for the relationship variables to
celebrity endorsement and customer based brand
equity. A comprehensive model is presented to
demonstrate how these relationship variables relate
to celebrity endorsement and customer based brand
equity. This paper with a comprehensive and complex
model contributes to the existing literature and
enhances the studies, which are related to the celebrity
endorsement and customer based brand equity.

Jafar et al. (2011) explore that the relationship between
celebrity endorsements and the customer based brand
equity of high fashion ready-to-wear products. Their
results specify that celebrity endorsement does have
potential to create customer based brand equity for
high fashion ready-to-wear products. Senthilnathan
and Tharmi (2012) empirically examine the relationship
between customer based brand equity and purchase
intention in relation to branded baby soaps and the
results reveal that there is a positive significant linear
relationship between customer based brand equity and
purchase intention.

But a big question arises in the case of service sector,
especially financial institutions and the products they
are offering to the specific targeted market segment.
The savviness of the target market segment is really
essential to determine the success or failure of the
financial products that is launched in the market by
different financial institutions.

7

A study carried out by Vadivelu Thusyanthy and
Vadivelu Tharanikaran, 2015 mentioned that there is
positive correlation between Celebrity Endorsement
and Brand Equity.
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Apple is known for its innovative technology and for
always looking to the next big thing or Coca Cola is
known for its signature taste of carbonated drink; such
a universally held perception by the consumers of a
brand’s tangible or intangible product add value to a
company, such value is termed as company’s brand
equity.

The concept of brand equity is rooted in cognitive
psychology (Aaker, 1991; Keller, 1993). Aaker (1991)
defines brand equity as ‘a set of assets and liabilities
linked to a brand, its name and symbol that add to
or subtract from the value provided by a product or
service to a firm and/or that firm’s customers’. Notably,
the brand equity is considered as the customer’s
perspective as like the previous studies (e.g., Aaker,
1991; Vazquez, Del Rio, & Iglesias, 2002; Pappu,
Quester, & Cooksey, 2005).

The customer based brand equity includes five
dimensions, namely brand cognizance, brand
connotation, perceived quality, brand allegiance or
the loyalty and other proprietary brand assets such as
patents, trademarks and channel relationships, which
provide the value to the customers.

So according to the study carried out by Vadivelu
Thusyanthy and Vadivelu Tharanikaran, 2015, such
brand equity variables or the dimensions can be
achieved via Celebrity Endorsement of the product.
But when we hit nail on the head, we will figure it out
that in Context of Nation, we've been practicing celeb
TVCs’ only focusing on the corporate ads rather than
narrowing down to the specific product that we have to
offer to our market segment.

After the cognitive decision making process, when
financial institutions realize and accept on focusing
on the specific product via celebrity endorsement,
brand equity must be measured before carrying out
the promotional campaigns and after that campaign is
over viz different ways, as per PICA9 2019, 6 Ways to
Measure Brand Equity and How to Build It
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Brand Awareness

Customer knowledge of your items and administrations
is a significant piece of brand value. In any case, far
and away superior to clients knowing you, is clients not
having the option to abstain from contemplating your
image. A main pointer of the shopper's consciousness
of your organization is "discussion share,” or the
measure of opportunity your image comes up in regular
discussions about the items and administrations
you offer. Estimating brand mindfulness among your
objective clients can take numerous structures. A
few techniques used to see how mindful your optimal
clients are include:

Surveys and focus groups

Web traffic

Search volume for your brand and products
Social mentions and reviews

Preference Metrics

Consumer preference is an incredible factor in day by
day purchase decisions; it's the explanation a client may
choose to travel further and go through more cash to
get to an item or administration they truly like. Parts of
client preference that can be estimated through center
gatherings, deals information and reviews can include:

Brand Relevance: The extent to which your customers
agree your brand provides unique and specific value
that is not offered by your competitors. This helps to
gain the competitive advantage.

Convenience: The ability to provide your target market
with your products/services.

Emotional Connection: Your strength in forming emotional
connections with customers, a key factor in loyalty.

Financial Metrics

Financial metrics surrounding brand equity are directly
tied to sales performance. If these indicators, related to
the financial value of your brand are increasing, your
revenue is likely to be moving in the same direction.
Ways to measure brand equity through related financial
aspects include:

m  Price premium over competition
m  Average transaction value
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m  Customer lifetime value
m Rate of sustained growth

Output Metrics

What if your brand is investing time and budget into
brand equity-building and you don’t see results? Output
is a measure of marketing activity, which measures the
marketing assets that get released to the public. Output
looks at how often marketing materials are released,
and the type of asset released to the market place.
Output can also be measured through the impact of
your brand-created offers in local markets.

Local activity impacts brand equity because assets
that aren't being utilized by a local store owner can't
influence sales. Similarly, poor-quality output — such as
a direct mail offer that's amateurishly edited by a local
franchisee — may have a serious negative impact on
your brand equity. Three ways to determine how your
assets for local marketers are translating into output are:

Local marketer campaign and asset utilization
Sales on promoted products

Customer adoption of loyalty programs

Local Marketer Perception Metrics

For distributed brand management teams, there’s
value in thinking of your local marketers as customers.
Your local representatives all have influence over your
brand equity metrics; their local advertising and in-store
customer experience shapes awareness, preference
and financial habits.

These factors influence their success and local
customer experiences — a dealer who doesn't prefer
your brand is less likely to have success selling your
products to a customer. A franchisee who doesn't have
an instinctive connection to your brand may use your
marketing assets improperly.

Your local outlets are directly responsible for the way
your customers experience the brand. By monitoring
local marketers' sentiment, you can further understand
whether brand equity is increasing or decreasing and
improve the quality of your support to locals. Ways to
measure local perception of your brand include:

m  Surveys
m  Focus groups



m  Software adoption rates
m  Campaign deployment rates

Competitive Metrics

Your competitors’ brand equity has a direct influence on
how your company's brand equity trends. If competition
doubles-down and launches a campaign advertising a
pricing adjustment, your customer preference could dip
for reasons that have nothing to do with the work you're
doing — and everything to do with your competitor's brand.

Competitive metrics can reveal areas where your
competition is not providing value to customers, such
as missing products, poor customer experiences, or
pricing. It can also reveal tactics and campaigns that
have resonated with your consumer base. Metrics here
include, but are not limited to:

Customer acquisition rate
Market share

Sales lift

ROI of distribution channels

Brand Value: A measure of how much your customers
are willing to pay for your products and services.

Analysis

From above mentioned model we can identify the
brand equity and this will also help to analyze the
market share of the product that we are offering to our
target market segment. Celebrity Endorsement TVCs’
and other print ads will lead to brand awareness, create
brand perception for customers, triggers the purchase
or consumption intension of customers. Specific
endorsement of a product will create trustworthiness,
expertise and attractiveness as influence is made by
celebrity.

Yet another big challenge is celebrity must be relevant
with clean image. For instance, when Bollywood
Celebrity Salman Khan was under trial by court
for hit and run case in 28 September, 2002 all the
companies who had hired him as brand ambassador
void the entire contract with him. So, while carrying out
the campaign for celeb endorsement of any kind of
product the company must be aware on such matters
too otherwise there are high changes of back firing.
Similarly, when famous Hollywood star was endorsing
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Harley Davidson bike in Japan, the whole campaign
turned out to be a fiasco, as public of Japan didn't
recognize him. Therefore, the celebrity him/herself must
be well recognized at national level for national level
campaigns, and accepted at different geographical
level and different cultural settings.

Celebrity Endorsement can be a very useful
promotional tool for BFIs’ which will lead to increase
the brand equity of the organization. But budgeting
for promotion and other related factors are also to be
considered before making any decisions.
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Digital Banking is digitization or online processing of
all the traditional banking activities and programmes
that historically were only available to customers
or staffs when were physically present inside of a
bank branch. Eventually, it is digitisation of traditional
banking activities like money deposits, withdrawals,
transfers, account management, staff management,
loan management, account services etc.

Digital Banking is the application of technology to
ensure seamless end to end processing of banking
transactions/operations that are initiated by the clients
or to the client in terms of availability, usefulness and
cost, to the bank in terms of reduced operating costs,
zero error and enhanced services.

Digital banking is often misinterpreted as mobile
banking and online banking and even Omni-channel
banking. It is definitely true that, all these involve digital
applications in one form of another, but what constitutes
“Digital banking” or even “Digital Bank” has yet to gain
overwhelming agreement. For the most part, these two
words are synonyms. But while defining specifically,
online banking primarily focuses on remote deposits,
money transfers, bill payments and basic online
management of accounts. Thus online banking focuses
on digitizing the core aspect of banking whereas digital
banking encompasses digitizing every programme and
activity undertaken by financial institutions and their
customers.

Going back to the history, the earliest forms of digital
banking could be traced back in the early1960’s with
the advent of ATM Machines and cards. However, they
seem to show their existence recently in the millennium.
The traced remark on digital banking can be listed as
follows:
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Digital Banking

® In 1994, online banking was built into Microsoft
Money. 100,000 households began accessing their
bank accounts online. Stanford Credit Union began
offering banking services via their website, paving
the way for credit unions and banks across the
country.

® In 2001, online banking hit 20 million users, with 8
different U.S. banks achieving at least a minimum
of 1 million online users.

m  In 2002, Avoka (an Australian company) was
founded to help banks and financial institutions in
their digital transformations.

m In 2007, the launch of the iPhone began shifting
digital banking from desktop computers to smart
phones.

m In 2009, online banking hit 54 million users in the
United States.

m In 2016, millennial succeeded in fundamentally
shifting digital banking preferences, signaling to
banks that they must move all services online.

In context of banking sector of Nepal, the development
of digital banking can be traced as follows:

m  Banking started in Nepal in 1937 by ‘Nepal Bank
Limited’ (Semi - Government Organisation).

m Introduction of Credit Cards in Nepal was in early
1990 by NABIL Bank.

m  Automated Teller Machine (ATM) was first
introduced by Himalayan Bank Ltd. In 1995.

m Internet-Banking was first introduced by Kumari
Bank Limited in 2002.

m  SMS-Banking was first introduced by Laxmi Bank
Limited in the year 2004.

However Nepalese banking digitisation process of
payment is still in its nascent stage. Although telecom



penetration in Nepal has reached about 90 percent
with a subscriber base of 129.88 million as of Nepal
Telecommunication Authorities report published in
Ashad 2077/78, the telecom providers and financial
institutions have not been able to utilise advantage
of this network. According to recent study, 79 percent
of adult population uses cell phone, 14 percent use
internet facilities and nine percent emails. But only
0.2 percent of adults use cell phone/SMS banking,
0.3 percent internet/online banking, 0.5 percent credit
cards, and seven percent use ATM cards. Study shows
that 37 percent of adults are not aware about any forms
of Digital Banking.

Launched three decades ago, digital banking service has
been connected to the fast technological and scientific
innovations. Modern practical online techniques allow
customers to profit from these services all the time. As
a service, it is accompanied by the economic and social
reaction. The development of technology has increased
peoples’ awareness of embracing the latest quality of
service, so this could be considered a positive effectin a
society, making customers'’ life easier, for a short period
of time and effectiveness. Moreover, the economy
would be provided by all means good quality and great
growth. From the bank’s perspective the online banking
in the beginning increases expenses, but it would pay
off and result positive for the company after some
time. Several studies showed that it took usually two or
three years to see a positive result. Firstly, the number
of branches decreased the number of employees also
and the usage of digital banking increased. Secondly, it
helps users to pay bills or debts online at a 24/7 service
facility. And considering todays scenario where “Time is
Money” Digital banking can only be the significant way
out to exclude the time consuming queue process of the
current banking industry.

Digital banking influences in decreasing the corruption
and money laundry are as present as in the classic
way. Rules that governs bank transfers keep the
confidentiality of the money amount, name and pin data
which provides security inthese operations representing
another transactional volume. Moreover, digital
banking service displays the marketing development,
especially in online buying portals like Amazon and
E-bay and in context of Nepal the skyrocketing online
business through Facebook marketing or for the highly
established companies like Daraz and SastoDeal,
digital banking is the great source of convenience to
transactions from customers and traders, needless to
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say its easy access and all around the clock services.
Digital Banking have stimulated the customers demand
for product and services worldwide.

Another influence is that digital banking opens new
possibilities to make an economic agreement between
countries, stimulating trade of products and services by
involving countries to transfer money from one state to
another. This could imply to some benefit agreements
as transaction cost could be lower and the relationship
between countries can grow year by year bringing
more mutual profits.

Major Forms of Digital Financial Services / Digital
Banking

Digital Banking is a process of delivery of banking
services and products through electronic channels
such as telephone, internet and cell phone. Most of its
popular forms are explained as follows:

A. Electronic Banking (e-banking):

Electronic banking refers to the banking services
provided via a secure website operated by the bank
provider, thus facilitating the use of the Internet as a
remote delivery channel. Electronic banking allows
bank customers with appropriate access to manage
their finances with minimal inconvenience as it provides
a fast and convenient way to undertake various banking
transactions via the electronic banking website from
home. E-banking is defined as the automated delivery
of new and traditional banking products and services
directly to customers through electronic, interactive
communication channels. E-banking includes the
systems that enable financial institution customers,
individuals or businesses, to access accounts, transact
business, or obtain information on financial products
and services through a public or private network,
including the Internet.

B. Plastic Money:

Plastic Money can be defined as a credit or debit
card with a magnetic strip and also chip in today’s
technology, many people carry in their wallets or
purses. Holders of a valid card have the authorisation
to withdraw cash, purchase goods and services up to
a predetermined amount within the credit limit for credit
cards and availability of balances for debit cards in the
forms of general banking transaction.
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There are two types of Plastic Money:

m Credit Card: A credit card is a card issued by a
financial company to a user that enables the
cardholder to borrow funds to pay for goods and
services on the condition that the cardholder will
pay back the original amount plus agreed-upon
additional charges. The credit company or bank
also grants a line of credit to the cardholder from
which the cardholder can borrow money in the form
as a cash advance. A credit card’s borrowing limits
are usually pre-set according to the individual's
credit rating.

m Debit Card: A debit card is a payment card that
deducts money directly from a consumer’s saving
account to pay for a purchase or even withdraw
cash for daily purposes of life. Debit cards eliminate
the need to carry cash or physical checks to make
purchases. In addition, debit cards, also called
check cards, offer the convenience of credit cards
and many of the same consumer protections
when issued by major payment processors like
Visa or MasterCard. Unlike credit cards, they do
not allow the user to go into debt, except perhaps
for small negative balances that might be incurred
if the account holder has signed up for overdraft
coverage. However, debit cards usually have daily
purchase limits, meaning it may not be possible
to make an especially large purchase with a debit
card.

C. Mobile Banking:

The Federal Reserve survey defines mobile banking
as “using a mobile phone to access your bank account,
credit card account, or other financial account. Mobile
banking can be done either by accessing your bank’s
web page through the web browser or your mobile
phone by text messaging or by using an application on
downloaded to your mobile phone”.

The customers are required to follow a pre-determined
process and procedure to get the services offered by
the bank such as: depositing, withdrawals, checking
of statement, balance inquiry as well as transfers
within and outside the country requires verification,
authentication and finally transaction OTP (One Time
Password).

Mobile banking can help to make full access to the
details and transactions of personal bank accounts, as
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well as making credit installment and utility bill payments
and transferring funds. Customers who use mobile
banking must register for all service through bank
website and download the mobile banking application
to their phones, once the application are installed you
can use this service with the charge specified by the
respective banks and the mobile operators.

D. Payment Wallets / Digital Wallets:

Digital Payment wallet is a system that securely
stores user’'s payment information and passwords for
numerous payment methods and websites. However,
in case of Nepal, the highly popular digital wallets
like E sewa, IME-pay, PRABHU-Pay etc. also accepts
deposits and transfers as per the policy issued by
Nepal Rastra Bank. Needless to say, these payment
wallets have made our life easier in all the geographical
reasons of Nepal. The most convenient use of wallets
is seen for the mobile top-ups and other government
utility payments which really use to be a hassle for
normal people few decades back.

By using a digital wallet, users can complete purchases
easily and quickly with or without using near-field
communications (NFC) technology or internet. Digital
wallets can be used in conjunction with mobile payment
systems, which allow customers to pay for purchases
with their smart phones. A digital wallet can also be
used to store loyalty card information and digital
coupons. A digital wallet is also known as an e-wallet.

Advantage and Disadvantage of Digital Banking
The Basic benefit of digital Banking for banks is cost
savings, for customers it is practicality. Pros of digital
banking involve: less time consuming, faster action and
the ability to make banking operation for 24/7. In Nepal,
for instance, the customers had to face long travel
distances and spend time and energy to reach the
bank offices. Instead of these culture of being present
personally at the bank offices in traditional banking,
digital banking turned out to be an efficient banking
practice for the customers. Moreover, faster actions are
reflected in making payment, checking balances, book
flying tickets or order online shopping etc.

Digital Banking has some key characteristics as:

m  Availability of information
m Easytouse
m  Secure



Error free transactions

Attractive web site

Website interface accuracy
Up to date information.

The other pros for the banks part are:

m Cost reduction

m  Operational Efficiency

m  Avoiding long waiting lines

m Decreasing the number of Human Resource.

These characteristics transpire a success in
comparison to the higher costs of expense due to the
increase of the IT employees in previous times. Yet,
this study sustained that the positive result of digital
banking usually would come after two or three years
after its implementation. On the other hand, the cons
have to be modified during the period.

The millennials seem to be have more of the importance
to online products and use it more which increases the
revenues of the nation at a whole as digital banking
helps to serve at lower cost by avoiding use of branch
and charges for the service.

The other matter is the confirmation that the customer
becomes a manager of their own account, though in
the past the possibility to know the movement of saving
and current account was scarce, now is not a subject
anymore. The opportunity to manage your account and
circulate your own money the way you want is present
now. Not to forget that the customer is the best critic
when it comes to the performance of a new bank
product and also encourages the improvement and
makes it easy to use.

However, this emerging technology has concerned
about the security and privacy of their bank information.
The customer who are willing for this change should be
literate enough to understand the risks of hacked pin
and knowing that the money may be hacked out from
their account to mitigate the digital transactions fault.
Mail malware represents the most frustrating situation
for the customer, since they may appear as offer for
any bank product, with lower rates, or loans offer or
other non-banking product and require the personal
data like name, phone number, account number and
card number. Precautions for such instances are not
opening doubtful emails and protecting the mobiles
from persons who may get into the customer’s account.
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Another disadvantages are when there are transactions
disputes which irritates the customers, also the fee from
one bank to another bank in same or different country
is very high. Service issue also has a great value,
because banks usually offer some special services to
preferred customers such as rates for saving account,
and less charging for some specific products. The last
one is security that is a major concern to customers,
even that laws and regulation exist still technology is
unpredictable, and there are customers that become
a victim of unwanted activity that threat their accounts.

Thus it is expected that the impact of digitisation of
banking procedures of Nepal would be mostly positive
and will show various areas of introduction to new
digitisation products in Nepalese banking industry and
there are various scopes for new digital products for the
banking effectiveness. However, since the employees
and customer need to adapt different changes in the
banking facilities and operation process, leading to
different adjustments on regular day-to-day operations
which might bring slight discomfort and negative
conclusions as well.
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Digital banking started in Nepal in the early 1990s with
the introduction of ATMs and cards. Thereafter Internet
banking and mobile banking (SMS Banking ) were
introduced but the digital services were mainly used to
check the statement and balance only. At present with
the increase in the Internet service and Smartphones
customers can do various banking transactions without
visiting the bank .

Nepal Bank Limited has been providing the services
of Modern Mobile Banking, Internet Banking , ATMs,
POS, Debit/Credit Card . Nepal Bank Limited started
VISA Card since October, 2018.

Nepal Rastra Bank has stressed on digital banking
and electronic payments through the Monetary policy
2077/78.

Also Nepal Government in its Budget of 2077/78 has
promised to make the country digital by expansion
of digital banking, implementation of National
Payment Gateway, Online tax payment service, and
implementation of Digital Nepal Framework.

NBL Smart Mobile Banking

NBL Smart Mobile Banking provides convenient
mechanism and quick access to banking services
for Nepal Bank customers from their mobile devices.
The popular services are balance inquiries, recent
transaction details, e-recharges, bill payments, top up
for Ncell, NTC, ADSL, NTC Landline.

NBL Smart Mobile Banking enriches our customer
with more enhanced services like Inter-bank fund

transfer.

The following features are available in Mobile Banking:
Account Information, Account Statement-30 days, Fund
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Digital and Card Services
in Nepal Bank Limited

Transfer(Fund Transfer to same Bank, Inter Bank Fund
Transfer (IBFT)), Alerts & Notifications (Transaction
Alerts, Push Notifications), Payments (Utility Bill
Payments, Topup/Recharge Cards, Load Wallet, NEA
Payment), Information Services (Promotional Banners,
Branches and ATM Location, Forex , Products &
Services)

Self registration and self password reset options are
also available for the ease of users.

This application supports both GPRS and SMS which
is the added benefit to our customers.

NBL Smart Mobile Banking application which is
required to be installed in mobile phones can be
downloaded from google play store for android and
APP store for IOS.

NBL Internet Banking

To accompany with the modern trends of digitisation
and to provide bank customers with an intuitive and
feature rich user interface for conducting banking
activities such as transferring funds, viewing account
information and making payments and requests from
the comfort of their homes/ offices and at a time of their
own convenience. Internet banking solution is a new
delivery channel offering banking services in a cost-
effective manner. The Internet Banking service also
facilitates the corporate module, which is a solution
meant exclusively for businesses for independently
managing their accounts.

The following features are available:
For Customers:

Information on account details, Balance and statement,
Utility bill payment, Fund Transfer (Inter Bank, Within



Bank), Email Alert for registered customers.

For Corporate Users:

User Management for subsidiary users, Batch
transaction post for subsidiary users from specified
corporate account, institutional salary posting.

NBL QR Merchant

Nepal Bank Limited offers a contactless payment
method where merchant accepts QR code payment
from their customer. This is alternative way of doing the
funds transfer which involves fewer infrastructures.

The customer scans the QR code located in the
merchant location and makes a digital payment to the
merchant.

NBL REMIT

NBL Remit is an online/internet-based Remittance
Service for the purpose of facilitating to transfer the
earnings of Nepalese and Nepalese Expatriates in
foreign countries with the help of available NBL agents.
Along with inward remittance from foreign countries,
NBL-remit is powered by domestic money transfer
facility through all of the bank's branches throughout
the country with very minimal charge.

Online Account Opening

Online accounts can be opened by clicking on the link
of Online Account opening by visiting Nepal Bank
website www.nepalbank.com.np

The user needs to Select the type of Bank Account,
fill up Bank Account Opening Form and upload the
scanned copy of photographs and required documents
and submit it.

Online Account Opening through Nagarik APP
In this process the user should be registered in
nagarikapp.

The user needs to login to https://nagarikonline.
nepalbank.com.np/ and select the bank account type
to be opened .A QR code is displayed on the screen
which needs to be scanned by the users mobile and
continue .This will allow Nepal Bank to access your
Voter ID details, Citizen Profile, Mobile Number Details,
Citizenship details, Passport details.

Data is fetched from the server to NBL and fills the
bank account opening form including photo and

™
citizenship details. Certain details like professional
details, anticipated annual transaction, Nominee
details, required services like mobile banking, ebank,
Dmat, Cheque book etc. needs to be filled up. Customer
receives the Account no through SMS and email

NBL VISA DEBIT CARD

NBL VISA Debit Card allows its customers to access
a vast network of ATMs located in various points
in Kathmandu and other major cities within Nepal
displaying the VISA logo on it. NBL VISA Domestic
Debit Card is also accepted in all VISA accepting ATMs
in Nepal and India Only. NBL VISA Debit Card allows the
cardholder to withdraw cash, inquire account balances
and to pay for purchases through POS transactions.

NBL ATM outlets support cards from the banks
associated with Visa and Master Cards.Cash
withdrawal , Balance Inquiry , POS (Point of Sale)
transaction (most of the shopping malls in major cities
of Nepal) can be done through NBL Debit card.

NBL VISA CREDIT CARD

Globally, the banking sector has undergone rapid
transformation in the recent decades driven by forces
of globalisation and advent of technology. To promote
rapid economic growth and development with stability
through the process of globalisation, liberalisation
and privatisation in the financial system, the baking
sector started various innovative products and faster
payment mechanisms through credit card. Credit card
as plastic card is evolved as an alternative of cash in
order to minimise the difficulties and risks in carrying
hard currency and traveler's cheques. Gradually, trend
of carrying plastic cards instead of hard currency or
traveler's cheques is in increasing trend in Nepal too.
It allows its holder to buy goods and services based
on holder’s promise to pay for them later. Credit Card
issuing Bank assesses credibility of the customer and
sanctions a certain limit for him / her which the user
can borrow money to pay a merchant or for use as an
advance. The cardholder can make payment through
POS Machines or withdraw cash from Automated Teller
Machines (ATMs) up to the limit assigned to him / her.

Credit card business stands on the principal of "buy
now- pay later". It allows its holder to buy goods and
services based on the holder’s promise to pay for them
later. Normally, it is issued based on the credibility of
the individual applicants.
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NBL Travel Card

These are the USD cards issued by Nepal Bank
Limited, Card Centre to customers that are operational
internationally to the ATM/ POS Terminals of banks
and financial institutions associated with VISA and
NPN network. Customers having NPR/USD current
or saving account are eligible for NBL Travel Card.
Customers can apply for NBL Travel Card along with
Confirmed VISA, Confirmed Ticket, and Valid Passport
and other requirements as per Nepal Rastra Bank.

POS service

A point of sale (POS) is a place where a customer
executes the payment for goods or services. A POS
transaction may occur in person or online, with receipts
generated either in print or electronically. A POS system
allows a business to accept payments from customers
and keep track of sales.POS terminal is a machine
installed at a business which enables the merchants to
accept payments through cards (Debit, Credit).

Safety tips to customers

Auto-lock and password protect your phone. Set
your phone to require an access password and set
your screen to auto lock within minutes to help protect
your information. Touch ID can also be activated on
most devices for security.

Set strong Passwords. Don’t reuse passwords
that can be easily guessed from information on your
phone. Try to use numbers, symbols, and change your
password frequently.

Notify your financial institution. Tell your bank if you
have changed phone numbers, lost your mobile device
or suspect fraud on your mobile device.

Log out of sites. Completely log out of mobile banking
sites or other sites that include password access.

Turn Wi-Fi off when not in use. Disconnect from Wi-
Fi when possible. Others do not have access to your
phone and information. Also, avoid Wi-Fi that does
not ask for a password when accessing sensitive
information. Public Wi-FI is NOT secure.

Keep your operating system and apps updated.
There are periodic updates to apps and phone
systems. These updates add features as well as
security enhancements.

Avoid storing sensitive information on your phone. Do
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not save your passwords, account numbers, social
security numbers, or other sensitive information on
your mobile device.

Be careful when clicking. Be cautious when clicking
on links within emails, SMS, or social networking sites
that ask for your personal information. When in doubt-
Don't Click!

Use caution when downloading apps. Apps can
contain viruses or malware. Be aware of apps asking
for unnecessary “permissions”.

Be aware of your surroundings. Be careful when
typing in your password or access code for observant
thieves or “on-lookers”.

Change your password regularly. For the first
time you login to your internet banking account, you
will need to use the password provided by the bank.
However, you need to change this password in order
to keep your account safe. In addition, keep changing
your password at regular intervals. More importantly,
keep the password confidential at all times.

Do not use public computers to login. Avoid logging
in to your bank account at common computers in
cyber cafes or libraries. These are crowded places,
and there are more chances of your password being
traced or seen by others. Also, never allow the browser
to remember your ID and password.

Do not share your details with anyone. Your bank will
never ask for your confidential information via phone or
email. So whether you get an apparent phone call from
the bank or an email requesting your details, do not
give out your login information. Use your login ID and
password only on the official login page of the bank,
which should be a secure website. Look for 'https://* in
the URL when logging in; it means that the website is
secure.

Keep checking your savings account regularly.
Check your account after making any transaction online.
Verify whether the right amount has been deducted
from your account. If you see any discrepancies in the
amount, inform the bank immediately.

Always use licensed anti-virus software. To
protect your computer from new viruses, ensure that
you always use licensed anti-virus software. Pirated
versions of anti-virus software may be available for
free, but they may fail to protect your computer from
new viruses prevalent in the online world. In addition,
you will get notifications for updates in the software



periodically. Make sure that you keep your anti-virus
updated, so that your confidential information is always
protected.

Disconnect the internet connection when not in use.
Most broadband users do not disconnect the internet
connection on their computers/mobile when they
are not using it. Malicious hackers can access your
computer/mobile via an internet connection and steal
your confidential banking information. To keep your
data protected, ensure that you disconnect from the
internet when you do not require it.

Type your internet banking URL. It is a safer to type
your bank URL in the address bar of the browser than
clicking on links given in an email. There are instances
of fraudsters sending emails with fraudulent websites
links that are designed exactly like the bank’s original
website. Once you enter your login details on such a
website, they may be used to access your account and
steal your money. While logging on, check for 'https://"
in the URL and ensure that it is your bank’s authentic
website.

CARD AND ATM

Keep your Debit Card Secure. Keep your PIN secret.
.Do not give any info about your debit card .Report your
lost or stolen card ASAP.

ATM RECEIPTS. Do your best not to leave the receipts
at the ATM. Compare your ATM receipts against your
monthly statements.

Be aware . Observe your surroundings before starting
any ATM transaction

ATM safety. Minimise the time spent at the ATM by
having your debit card ready

Be active. If anything looks suspicious , do not use
the ATM

Skimming. Skimming access when somebody
attaches a fake device over a real card reader .It has
electronic recorders that captures your debit card
information.

Cover the keyboard with your hand when entering your
PIN. This will prevent hidden camera from recording
your PIN.
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Does a Leader Have to Be
Paranoid to Be Successful?

What is success?

Is it wealth? Is it happiness? Is it
fame?

The late Zig Ziglar was one of the most respected
modern day experts on success, motivation, and
leading a balanced life. In his book Born to Win!, he
argues that success cannot be defined in one sentence,
but instead it is comprised of many things. One could
argue that the definition depends on the individual and
that one size does not fit all.

The common definition of success is the fact of
getting or achieving wealth, respect, or fame. In the
management and leadership, it may be the correct
or desired result of an attempt or favorable or desired
outcome. In general sense it is the accomplishment of
an aim or purpose.

In this article | will share the characteristics of a
paranoid leader. Did you know that fear and insecurity
are the core issues for a paranoid leader. Driven by
strong feelings of insecurity and a lack of confidence,
these leaders are afraid of anything or anyone, whether
real of “imagined”, that they perceive to be undermining
their leadership. They are hypersensitive to how people
act and react. They fear “potential” rebellions and that
“someone” will try to overthrow their authority and take
their place. They are highly suspicious, hostile and
guarded in their relationships whether with colleagues
and/or family members.

Because they are deeply insecure in their own abilities,
paranoid leaders are pathologically jealous of other
gifted people”, so they lead by dominating others rather
than empowering. They easily create rigid structures
and processes to “control” their organisations and/or
churches and limit the autonomy of participants and
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emerging leaders.

Paranoid church leaders have a tendency to see the
church board as their adversary rather than an asset
consisting of gifted leaders that should be assisting
in leading the congregation. It's true that many of us
have either heard of stories or experienced abusive
behaviour by some church boards or board members,
but these are in general, exceptions.

The symptoms of paranoid church leaders are pastors
who refuse to let others preach, teach or lead by fear
that “they will be better than him/her”. They have a
great difficulty in developing and maintaining close
relationships because these require authenticity and
a measure of self-disclosure. Their fear is that others
will use personal information to undermine their
authority and leadership so they don’t take the risk
in relationships and usually keep a distance between
themselves and others.

Paranoid leader are suspicious, touchy, humorless,
quick to take offense and slow to forgive, self-righteous,
argumentative, often litigious. Paradoxically the same
set of traits have Authoritarian leader, so you need
to distinguish between two. One key difference is
consistent tendency to interpret the actions of other
people as deliberately threatening or demeaning and
continual mistrust. You need to understand that this
type of leading psychopath seldom exists in "refined"
state. This style of behaviors is typical for most toxic
leader but most clearly evident in authoritarians and
micromanagers. The paranoid person creates a reality
from his fears, because he feels the fears are present
is surrounding world.

People with paranoid personality disorder (PPD) have
long-term unwarranted suspicions that other people
are hostile, threatening or demeaning. These beliefs



are steadfastly maintained in the absence of any real
supporting evidence. The disorder name comes from
the Greek word for "madness".

Do you know a paranoid leader? Here are a few
additional statements that may provide additional
insight.

m They are constantly on guard, searching for
hidden motives and "hostile to them" undermining
their authority meetings. Paranoid personalities
find causal connections everywhere; nothing for
them is accidental or coincidental. They think that
others are taking special notice of them and derive
confirmation for their fears from quite innocuous
behavior and irrelevant events.

m  They are hypersensitive to critique and may take
offense where none is intended.

m  They appear cold and, in fact, often avoid becoming
intimate with others. They seldom show tenderness
and may avoid intimacy; often they seem tense and
brusque.

m  They pride themselves on their rationality and
objectivity when in reality there is none.

m They rarely come forward to seek help from
subordinates. They often make decisions for
subordinates without consulting them.

m Fear of exposure of paranoid manager is
blended into a pattern of pervasive distrust and
suspiciousness of others such that their motives
are interpreted as malevolent. An inability to
trust, doubts about others' loyalty, distortion and
fabrication, misinterpretation, and bearing grudges
unnecessarily are hallmarks of the disorder.

m  Pathological and instinctive aggressive counter-
attack, the need to control others is also a
prominent feature. They like to collect evidence of
subordinates.

Again all those traits are also present in authoritarians.
At the same time paranoid leader are often behave like
obsessive micromanagers (control freaks) which is less
typical for authoritarians. Control freaks tend to have a
psychological need to be in charge of things and people
- even circumstances that cannot be controlled. The
need for control, in extreme cases, stem from deeper
psychological issues such as obsessive—compulsive
disorder (OCD), anxiety disorders or personality

7

disorders. Control freaks are often perfectionists. They
may manipulate or pressure others to change so as
to avoid having to change themselves, Control freaks
sometimes have similarities to codependents, in the
sense that the latters' fear of abandonment leads to
attempts to control those they are dependent on.
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But success on the leadership position may
require  following three things in common
instead of authoritarian and control psychology:
Resilience, Personal motivation and Superb
relationship building skills. One need to have
power or ability to return to the original form,
position, etc., after being bent, compressed, or stretched,;
elasticity, the state or condition of being motivated or
having a strong reason to act or accomplish something
and understand that they need support from those
around them. A great lesson to learn early in life is
that, to win the war, you often have to lose a battle or
two and quite frankly, you are not always right. Good
managers understand that they need to take people
with them on their journey to success and cannot do
it alone.

Reference:

https://aimsinternational.com/en/2018/04/leadership-
3-keys-leadership-success/

https://en.wikipedia.org/wiki/Control_freak

https://lwww.merriam-webster.com/dictionary/success
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1. Introduction

Two researchers, Peter Salavoy and John Mayer in their
article “Emotional Intelligence” in the journal Imagination,
Cognition, and Personality in 1990 created the term
emotional intelligence. Latter, Daniel Goleman, author of
the 1995 book, “Emotional Intelligence,” explained in his
popular Harvard Business Review article, “What Makes
a Leader?”: According to him “It's not only that IQ and
technical skills but EQ as ‘threshold capabilities™; that
is, they are the entry-level requirements for executive
positions.” A leader with high emotional intelligence is
likely to be more effective in their duties: communication,
problem-solving, and management because they have
the primary skills required to handle their job and also
a deeper understanding of themselves, their team, and
how their words and actions impact success.

Two of the pioneers of the concept of Emotional
Intelligence defined it as “the ability to monitor one’s
own and others’ emotions, to discriminate among
them, and to use the information to guide one’s thinking
and actions” (Salovey and Mayer, 1990). Goleman
(2001) defined Emotional intelligence as the ability
through which a person could screen his emotions,
other persons’ emotions, differentiate between various
emotions and label them and consequently he might
use this emotional information to guide his thinking and
behavior. In the similar context, Mayer, Roberts, and
Barsade (2008) defined emotional intelligence as a
skill which could help a person to accurately perceive,
understand, manage and use emotions in facilitating
appropriate thoughts and behaviors.

An emotionally intelligent person is able to differentiate
between different emotions and devises an accurate
and effective plan of action to respond in different
situations and scenarios (Goleman, 1998). He further
argues that an emotionally intelligent person could be
an effective handler of others’ emotions by manipulating
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Emotional Intelligence for
Leadership Excellency and
Better Work Performance

situations, body language, and conversations to
manage and regulate others’ emotions in a direction,
favorable to the situation or goals of the parties.

There are three major models which include Ability
Model, Trait Model, and Mixed Model. In the ability
model, emotional intelligence is considered as an
individual’s ability to process emotional information and
use it to navigate the social environment (Mayer et al.,
2004). This model considers emotional intelligence as
an ability that can be initiated, developed and enhanced.
The model concludes that an emotionally intelligent
person utilises this ability to calm one’s own emotions
down in every type of difficult situation in a beneficial
way. The Trait Model considers emotional intelligence
as a personality trait encompassing through behavioral
dispositions (Petrides & Furnham, 2001). The Mixed
Model considers emotional intelligence as ability
and a trait as well and The model defines emotional
intelligence as an array of skills and characteristics
(Goleman, 1998).

2. Emotional Intelligence and work
performance

Emotional intelligence in the workplace is the ability
of professionals, especially leaders and managers,
to recognise their emotions and those of others,
discern between different feelings, and adjust their
emotions and reactions to achieve their goals. The
emotional intelligence gain importance increasingly in
a lot of areas about work life such as in planning and
administration of human resources, in management
domain, in customer relations and services. Emotional
intelligence that encourage new business executions
reduces conflicts that inside of organisation and
provides working in a harmony with each other
of workers. Emotional intelligence also improves
organisational culture, support learning and ability
decision making of workers in an organisation.



Employees who have high level Intelligence Quotient
(IQ) is not enough for today’s corporation. Workers also
must have Emotional Intelligence (EQ) a certain extent
to achieve success. Inthe corporate that employees who
have high EQ, it seems that relations and connection
can become much more effective, rise performance
by creating team spirt, create work place more happy
and peaceful. The challenging global environment in
present times necessitates association of emotional
intelligence with performance of employees. Emotional
intelligence is considered as a crucial factor for
performance and growth of organisations as they are
dependent on employees for achievement of goals.
Emotional Intelligence assumes an important role for
helping the employees to cope with this vibrant change
and achieve goals.

3. Emotional Intelligence for Effective
Leadership

Emotional intelligence can guide effective individuals to
deal with various problems and issues in an organisation
even when they have issues in themselves or from
others working in the same organisation. Researchers
and behavioral scientists have suggested that emotional
intelligence affects how leaders communicate with
their teams and how their team members interact with
them and each other. Emotionally intelligent leaders
and managers know how to manage their emotions
and behavior at work, creating safe environments for
exchanging ideas and feedback, productive teamwork
and performance, high morale, employee engagement,
and job satisfaction. They manage workplace stress
and conflict carefully and teach their team members to
do the same.

A lack of emotional intelligence do negatively impact
communication in the workplace through several
mechanisms: Less understanding of one’s own
emotions; Less understanding of the emotions of others;
Less effective communication of ideas and emotions
to others; Inappropriate communication-related
behavior, such as outbursts of emotion, oversharing
or failing to communicate important information. El
people tend to be socially poised, outgoing, cheerful,
committed to people or causes, responsible, ethical,
sympathetic, caring in relationships, and comfortable
with themselves and others.
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4. Five key components of emotional
intelligence for excellent leadership
and Work performance

Goleman’s book highlights five key components
of emotional intelligence, which outline useful
emotional intelligence skills that can improve
leadership effectiveness and employees performance
at work. Every leader or manager and employees
interested in improving their emotional intelligence in
the workplace must prioritise these five skills below;

A. Self-awareness

To become self-aware, we must be capable of
monitoring our own emotions, recognizing different
emotional reactions, and then correctly identifying
each particular emotion. Self-aware individuals
also recognise the relationships between the things
they feel and how they behave. As a manager, we
perform better whenwe are continuously honestand
aware of our strengths and weaknesses. Without
the ability to reflect and view ourself objectively, we
may lean towards blaming others or failing to see
how our actions contribute to particular outcomes.
The ability to recognise and understand our own
emotions, is a critical part of emotional intelligence.
Beyond just recognising our emotions, however, is
being aware of the effect of our actions, moods,
and emotions on other people.

Self-awareness helps we recognise and understand
our moods and emotions, as well as their effect on
others. Self-awareness is about understanding
ourself: knowing our weaknesses, strengths,
drivers, values, and our impact on other people —
forces for good intuition, essentially. In practice,
this would look like self-confidence and a thirst
for constructive criticism. If we are a manager, we
might know that tight deadlines bring out the worst
in ourself. A self-aware and emotionally intelligent
manager would plan their time properly and get the
work done well in advance of any deadlines.

An employee with self-awareness has an articulate
understanding of their own strengths, weaknesses,
drivers, values, and their impact on others in the
workplace. Their intuition is sharp, and they have a
good sense of how they fit into any given project or
role. They appreciate receiving constructive criticism,
and are highly motivated to improve their own
performance, and to be a positive influence on the
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rest of the workforce. Self-awareness is the ability of
a teacher to understand emotions, emotional impact
on others, and choosing priorities when making
decisions. Following points are important.

Self-regulation

Self-regulation is all about expressing our
emotions appropriately. Those who are skilled
in self-regulation tend to be flexible and adapt
well to change. They are also good at managing
conflict and diffusing tense or difficult situations.
Self -Management enables us to feel negative
emotions and prevent them from having a
disruptive impact. The ability to regulate and
manage our emotions, which is not to say we are
putting emotions on lockdown and hiding our true
feelings. It simply means waiting for the right time
and place to express them. An employee with good
self-management skills will never let frustration or
anger get in the way of them doing their best work.
Additionally, they will feel comfortable bringing
problems within the workplace to management’s
attention, and speak up for themself and others in
an appropriate and professional tone.

Empathy

Empathy helps leaders and managers understand
their team members and other partners. Having
empathy simply means to understand and share
others’ feelings and be able to put ourself in their
shoes. Being empathetic — or having the ability to
understand how others are feeling — is absolutely
crucial to emotional intelligence. Butitinvolves more
than just being able to recognise the emotional
states of others. It also involves our responses
to people based on this information. Empathy is
understanding other people’s emotional makeup.
It's considering others’ feelings, especially when
making decisions. Empathy is to put oneself in
others’ shoes that allow a person to identify others’
emotions and certain situations. Empathy allows
someone to understand others’ view. See things
from the other person’s point of view.

Social Skills

Being able to interact well with others is another
important aspect of emotional intelligence. True
emotional understanding involves more than just
consideration of our own emotions and those
of others. We also need to be able to put this
information to work in our daily interactions and
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communications. In professional settings, managers
benefit by being able to build relationships and
connections with employees. Workers benefit from
being able to develop a strong rapport with leaders
and co-workers. Important social skills include
active listening, verbal communication skills,
nonverbal communication skills, leadership, and
persuasiveness. Social Awareness is what makes
us great team players.

An employee with acute social awareness can
tell when others are uncomfortable, disengaged,
or aren’t saying something they want to say. They
put the wellbeing of the group before their own
success, and will make space for group thought by
facilitating a truly collaborative environment. Social
skills help we deal with challenging situations and
improve interpersonal relationships, collaboration,
and team performance. They also help to resolve
conflicts, build and maintain company culture, and
develop project plans. An employee with social skills
could obtain satisfaction in social relationships and
succeed in work.

E. Motivation

Motivation (Intrinsic) plays a key role in emotional
intelligence. People who are emotionally intelligent
are motivated by things beyond external rewards
like fame, money, recognition. Instead, they have
a passion to fulfill their own inner needs and goals.
They seek internal rewards, experience flow from
being totally in tune with an activity and pursue peak
experiences. Leaders with emotional intelligence
understand their internal motivations and how they
correlate with those of their team members and the
organisation. Intrinsic motivation, more than just
emotional intelligence, is a competitive advantage
in almost any business context.

5. Importance of emotionally
intelligent people at work place

Organisations consider emotional intelligence as an
important skill due to its significant impact on various
aspects of the business community, especially employee
development, employee performance, and productivity
(Goleman et al., 2013). Goleman (2001) recommended
managers to enhance emational intelligence in
employees for getting a higher level of performance at
the workplace. In the similar context, recent studies found



emotional intelligence as a significant skill boosting job
performance (Rexhepi Berisha, 2017).

Managers who are aware of their own emotions as well
as those of others are better able to challenge, motivate
and inspire teams into productive work than the more
traditional manager who has tried to divorce emotion
from the workplace. Emotional intelligence additionally
plays a central part when it comes to solving problems
and achieving success on the job. People with high
EQ are better able to experience frustration during a
difficult project and power through anyway. It is proved
that emotional intelligence contributes positively in
overall organisational performance and business
success (Bagshaw, 2000).

There is a clear connection between EI and
management with increased emotional intelligence,
which has the means to manage stress as well as to
recognise and respond to stress in others. Emotional
intelligence encourages personal ingenuity and
thereby contributes to workplace productivity. The
function of emotional intelligence in an organisation is
therefore of paramount importance during the working
process (Ganiji, 2011). El enables a person to create
meaningful links that manifest themselves as sensitivity
and empathy. Therefore, in adverse times a person
who is emotionally smart is resilient and prosperous.

6. Ways of Enhancing Emotional
Intelligence For Leadership
Excellency And Better Work
Performance

A. Practice Assertive communication : assertive
communication goes a long way toward earning
respect without coming across as too aggressive
or too passive. To enhance emotional intelligent,
leaders and employees communicate with positive
and respecting tone even in adverse situation in
workplace.

B. Make Prudential Reacting: Emotionally intelligent
people know that emotions can be powerful, but
also temporary. When a highly charged emotional
event happens, such as becoming angry with a co-
worker, the emotionally intelligent response would
be to take some time before responding. This
allows everyone to calm their emotions and think
more rationally about all the factors surrounding
the argument.
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Enhance Self-Awareness : Emotionally intelligent
people are not only good at thinking about how
other people might feel but they are also adept
at understanding their own feelings. Emotional
intelligence begins with what is called self- and
social awareness, the ability to recognise emotions
(and their impact) in both yourself and others. That
awareness begins with reflection.

Develop Empathy for Others : A large part of
emotional intelligence is being able to think about
and empathise with how other people are feeling.
This often involves considering how you would
respond if you were in the same situation.

Practice Active Listening : In conversations,
emotionally intelligent people listen for clarity
instead of just waiting for their turn to speak. They
make sure they understand what is being said
before responding.

Assess Reflection/Review : The ability to reason
with emotions is an important part of emotional
intelligence. Consider how your own emotions
influence your decisions and behaviors. When
you are thinking about how other people respond,
assess the role that their emotions play.

. Make a pause: The pause is as simple as taking a

moment to stop and think before you speak or act.
Pausing helps you refrain from making a permanent
decision based on a temporary emotion.

. Strive to control thoughts: You don’t have much

control over the emotion you experience in a given
moment. But you can control your reaction to those
emotions--by focusing on your thoughts. By striving
to control your thoughts, you resist becoming a
slave to your emotions, allowing yourself to live in a
way that's in harmony with your goals and values.

Positivity in criticism: Nobody enjoys negative
feedback. But you know that criticism is a chance
to learn, even if it's not delivered in the best way.

Enhancing authenticity: Authenticity doesn’t
mean sharing everything about yourself, to
everyone, all of the time. It does mean saying what
you mean, meaning what you say, and sticking to
your values and principles above all else.

Praise others: Allhumans crave acknowledgement
and appreciation. When you commend others, you
satisfy that craving and build trust in the process.
This all begins when you focus on the good in
others. Then, by sharing specifically what you
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appreciate, you inspire them to be the best version
of themselves.

Give helpful feedback: Negative feedback
has great potential to hurt the feelings of others.
Realizing this, you reframe criticism as constructive
feedback, so the recipient sees it as helpful instead
of harmful:

Apologise: It takes strength and courage to be
able to say you're sorry. But doing so demonstrates
humility, a quality that will naturally draw others to
you. Emotional intelligence helps you realise that
apologising doesn’t always mean youre wrong.
It does mean valuing your relationship more than
your ego.

Forgive and forget: Hanging on to resentment
is like leaving a knife inside a wound. While the
offending party moves on with their life, you never
give yourself the chance to heal. When you forgive
and forget, you prevent others from holding your
emotions hostage--allowing you to move forward.

Keep commitments: It's common nowadays for
people to break an agreement or commitment
when they feel like it. But when you make a habit
of keeping your word--in things big and small--
you develop a strong reputation for reliability and
trustworthiness.

Help others: One of the greatest ways to positively
impact the emotions of others is to help them.
Actions build trust and inspire others to follow your
lead when it counts.

Protect from emotional sabotage: you continue
to sharpen your own emotional intelligence--to
protect yourself when they do negative effects.

Build Great Workplace Culture. Emotions are
contagious. Improve relationship quality and build
a culture of accountability.

Maintain Exceptional Leadership. People
leave managers, not jobs. Research shows that
Exceptional leaders, the leaders that can truly
bring out the best in their people, rank highly in
Emotional Intelligence. It is the primary reason that
they are exceptional.

Increase Conflict Management Skills: El is
also essential to conflict management in the
workplace, which involves having the ability to
help others through tense situations, tactfully
bringing disagreements into the open, and defining
solutions that everyone can endorse.
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U. Practice ways to maintain a positive attitude:
Don’t underestimate the power of your attitude. A
negative attitude easily infects others if a person
allows it to. Emaotionally intelligent people have an
awareness of the moods of those around them and
guard their attitude accordingly.

7. Conclusion

By understanding our emotions and how to control
them, we're better able to express how we feel and
understand how others are feeling. This allows us to
communicate more effectively and forge stronger
relationships, both at work and in our personal life.
Emotional intelligence enhances social intelligence
that enables us to recognise friend from foe, measure
another person’s interest in us, reduce stress, balance
our nervous system through social communication,
and feel loved and happy.

The main objective of all organisations is to achieve
the most feasible results. In order to maintain high
performance and improve competitiveness, companies
have to focus on emotional intelligence as a important
variable. It is found that El plays a central role in
increasing efficiency. Various studies indicate that
someone with high emotional intelligence often enjoys
a good job performance. Individuals who promote El
succeed in their careers because there is a connection
and they are affected by each other.

The workplace is all about building and maintaining
relationships and collaborating well with team
members or with partners to generate results.
Individuals possessing high emotional intelligence are
inherently equipped to manage interpersonal relations
effectively and create productive work environments.
With their tact, sensitivity and authenticity, highly
emotionally intelligent individuals are able to adapt their
communication style to the person or group with which
they are interacting. Their heightened self-awareness
also enables better listening, and listening with the
intent of understanding, rather than simply responding.
Their adaptability promotes problem solving and
innovation: Recognizing that change is inevitable.

High EQ employees are highly adaptable to the people
and circumstances around them making them flexible
and open to change, to new ideas and to exploring
innovative solutions. Apt at appropriately applying



emotion to manage and solve problems, they also tend
to accept constructive feedback and criticism well,
channeling it into a positive direction to continuously
improve themselves, their work, and their teams.
Emotionally intelligent individuals have a tendency of
being more self-driven and self-disciplined, meaning
they are proactive at taking initiatives and doing the
work, or ensuring the work gets done. Often thought to
be natural leaders, they are also very good at engaging
with and motivating peers, inspiring them to do their
best and improving team performance.

El contributes to greater happiness and satisfaction
in employees, higher emotional intelligence also
contributes to better job performance. Managers and
executives who accept that people have differing
needs and offer ways to work smarter are displaying
a good sense of emotional intelligence. Managers
and executives who refuse to allow their employees
flexibility and hold strictly to the way things have always
been done (when there is no need to do so) are showing
signs of low emotional intelligence. Therefore, Enough
training programmes, workshop, discussion and
interaction programmes should be regularly launched
and organised for the leadership and employees of
organisation for enhancing emotional intelligence.
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In the field of management, there have been
developing various types of management theories over
the years in order to get effectiveness and efficiency of
organisation. However, at the time of innovation, these
theories are very effective in application, but after
sometime, they fail due to the change in environmental
aspect of scenario. So we can say that, no any
management theories have long term implication in
current world perspective because of environmental
change and innovation in the field of management.
In the age of globalisation, all things are available but
better management theories by which we can manage
all those things effectively are unavailable. So that
only best management is that technique by which we
can achieve our goals, objectives, mission as well as
vision. Thus, we must know about management and
its all theories, practices concepts, techniques, tools,
methods to do better management.

We define management as holistic approach i.e.
-Proper arrangement of Time, Efforts and Money
effectively and efficiently in order to achieve the
organisational goals is called management. If we
are manager or leader of any organisations ,we must
manage only three things i.e. time, efforts & money.
Beyond these ,there are no any more things to be
managed in Organisation as manager or leader. For
time management, we have to distribute our time into
three parts to change our management patterns in
Banking services, i.e. Urgent work, Important work &
Entertainment work for effectiveness in management
& another parts of management to be managed are
Efforts . Efforts includes all qualities, requirements
& environment to have employees as demanded of
Job descriptions as well as Organisational Structures.
Money management means to manage money always
in increasing ratio of investors & organisational wealth
more than an investment.
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h Employment of
Appreciative Approach in
Management

As a manager ,we have to change our concepts,
perceptions, attitudes, behaviors in  present
management system to manage any Organisations
as Appreciative Inquiry Approach. We have to manage
our Corporate Organisational culture & Structural
Organisation change for effective application of Action
plane of Organisation. We have to change our thinking
as below mentioned table:

Conventional Deficit-based Thinking
Contrasted with AIA the Quest

Deficit-based thinking The Quest

Problems Possibilities

The glass is half empty ‘The glass is half full’

Problem-driven Vision-led

Money Meaning

Scarcity of resources Abundance of resources

Critical thinking Generative thinking

Resistance Energy
Incremental chances Unprecedented
breakthroughs

Token promises Full-of meaning

commitments

Using others Collaborating with others

Transactions Relations

Professionally directed Self-directed

Taught as Ed monitions Learned- by example

It shows, our thinking & perceptions play vital role in
banking management as systematic way as science
& it also describes management as science in
present emerging paradigm of Appreciative Inquiry. In
Management, Al concepts deals with emerging change
as below mentioned table.



Current and emerging paradigms of
Appreciative Inquiry

Current scientific paradigm

Emerging paradigm

Newtonian mechanics
reductionism and
dichotomous thinking

Quantum physics and new
science, self - organizing
systems; chaos theory;
complexity theory

We search for a model
or method of objectively
perceiving the world

We accept the complexity
and subjectivity of the
world.

We engage in complex
planning for a world we
expect to be predictable

Planning is understood to
be a process of constant
re-evaluation

We understand language
as the descriptor of reality: |
will believe it when | see it

We understand language
as the creator of reality; |
will see it when | believe it’

We see information as
power

We see information as a
primal creative force

We believe in reductionism,
i.e. things can be best
understood when they are
broken into parts

We seek to understand
wholeness and the
interconnectedness of all
things.

We engage in
dichotomous thinking

We search for harmony
and the common treads of
our dialogue.

We believe that there is
only one truth for which we
must search.

We understand truth to be
dependent on the context
and the current reality.

We believe that influence
occurs as a direct result
of force exerted form one
person to another, i.e.
cause effect

We understand that
influence occurs as natural
part of human interaction.

We live in a linear and
hierarchical world

We live in a cereals
world of relationship and
cooperation

Source: Watkins and Mohr (2001:8)

As a manager or Leader, we have to make our
Action plan to manage Organisation effectively &
efficiently in order to achieve organisational goal.
When, we are going to make our action plan in Al
concepts, we must focus on organisation change
as Paradigm 1&2 for managing all resources of
organisation.
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Two different processes for
organisation change

Paradigm 1 Paradigm 2

Action research assumption: Action research assumption:
Organisation is a problem to be Organisation is a mystery to be
solved embraced

l l

‘Felt need’ Identification of Appreciating and valuing the best
problems ‘what is’

l l

Analysis of causes Envisioning ‘what might be’

l l

Analysis of possible solutions Dialoguing ‘What should be’

l l

Action planning (Treatment) Innovation ‘what will be’

Source: Watkins and Mohr (2001:42)

We apply Al 4 D model to manage all available
resources of organisation for effective
management of Banking sectors as described in
mentioned table

The GEM Initiative’s Four -D Models

Discovery
(Appreciating that
which gives life?)

Delivery (Sustaining
the change)

Dream (Envisioning
Impact)

Design (Co-constructing
the future)

Source: Watkins and Mohr (2001:43)

The four D model is widely used, and it contains all of
the five core generic processes as follow:

I. Discovery

Discovery ‘appreciative that, which gives. The core task
of the discovery phase in this model is to appreciate the
best of ‘what is’ by focusing on times of organisational
excellence -when people have experienced the
organisation as most alive and effective. In order to
understand the unique factors that made the high
points in an organisation possible, people deliberately
let go of analysis of deficits and carefully inquiry into
and learn from even the smallest examples of high
performance, success, and satisfaction. They tell
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stories about all aspects of their organisation: inspired
leaderships; and partnerships; technologies that make
work go more smoothly or facilitate better service;
structures that support innovation and creativity,
planning that encompasses new ideas and diverse
people; opportunities to learn; and so on.

Il. Dream

Dream ‘envisioning impact’. The dream phase involves
challenging the status quo by envisioning a preferred
future and describing that future in a‘macro provocative
proposition. The organisation’s stakeholders engage
in possibility conservations about the organisation’s
position, its potential, it's calling and the unique
contribution it can make to global well-being. For
many, this is the first time they have been invited to
think great thoughts and create great possibilities
for their organisation. As the various stories of the
organisation’s history are shared and illuminated a
new historical narrative emerges, one that engages
those involved in re-creating the organisation’s positive
history, which, in turn, gives life to its positive future.
Thus, the dream phase is both practical, in that it is
grounded in the organisation’s history, and generative,
in that seeks to expand the organisation’s potential.

[ll. Design

Design ‘co-constructing the future’. The design phase
includes the creation of the social architecture of the
organisation and the generation of micro provocative
propositions that articulate the organisations that
articulate the organisation’s dreams for each of the
organisation reflects and is responsive to the shared
vision of the future created in the dream phase and
articulated in the macro provocative position.

As stakeholder creates the organisation’s social
architecture, they are defining the basic infrastructure.
This step requires careful consideration and wide-
spread dialogue about what the structure and the
processes of the organisation will be possibilities for
the organisation are raised by the kinds of questions
asked: what referred behavior of the leaders is they
do their work? What is the organisations strategy and
how formulated and carried out? What are all of the
structural elements needed?

IV. Deliver/ Destiny

Deliver is to sustaining the changes. The final phase
creates ways to deliver on the new images of the
future-both the overall visions of the dream phase and
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the more specific provocative proposing of the design
phase. It is a time of continuous learning adjustment
and improvisations. The momentum and potential; for
innovations is extremely high by this stage of inquiry.
Because of the shared positive image everyone is
included in co-creating the future.

Deliver phase is ongoing. In the best case, it is
full of continuing dialogue, revisited and updated
discussions and provocative proposing additional
interviewing sessions, especially with new members of
the organisations and a high level of innovations and
continued learning about what it means to create and
organisation that is socially constructed through poetic
procession in a positive frame that makes full use of
people and anticipatory images.

We all managers & leaders are known about our own
available resources in the organisation to be managed
in our own management system for effectiveness
of organisation is the best theories of the world ,but
we have to know all environmental factors ,which are
directly or indirectly affected to take any decisions & its
implementations for betterment of organisation.

Ced



Exchange Rate Regime

The exchange rate between two countries (currencies)
is the price at which the residence of those countries
trade with each other. It is determined by the forces
of demand and supply for foreign exchange. It can
be equated with the determination of market price
of goods by the demand-supply cycle. When there is
more demand of foreign currency, the value of home
currency becomes low and vice versa. Whereas, when
demand equals to supply, the exchange rate is said to
be at par.

Distinguishing exchange rates

Generally, exchange rates are distinguished between
the nominal exchange rates and the real exchange rates.

The nominal exchange rate is the relative price of
the currency of two countries. It tells how much foreign
currency can be exchanged for a unit of domestic
currency. For Example, if the exchange rate between
the US dollars (USD) and Australian Dollar (AUD) is
1.30 AUD per USD, then we can exchange 1 USD for
1.30 AUD. This means we need to pay 1.30 AUD to
obtain 1 USD. Simplifying this, when we refer to “the
exchange rates” between two countries, we mean the
nominal exchange rate.

The real exchange rate is the relative price of the
goods of two countries. i.e., the real exchange rate
tells how much the goods and services in the domestic
country can be exchanged for the goods and services
in a foreign country. The real exchange rate is also
called the terms of trade. For example, an American
Laptop costs USD 1000.00 and a similar laptop made
by Australia costs AUD 2600. The exchange rate
applied is 1 USD= 1.30 AUD. Let's compare the prices
now, the cost of American Laptop in Australia is 1300
AUD whereas the price of Australian Laptop is AUD
2600. This indicates that we can buy two American
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Laptops in the price of one Australian laptop.

In broader level, the real exchange rate between two
countries is determined by the nominal exchange rate
and the price level in two countries. If the real exchange
rate is high, foreign goods are relatively cheap, and
the domestic goods are relatively expensive and vice
versa.

Other classification of exchange rates
(from Bank’s perspective)

Buying Rate: It refers to the exchange rate used by
the bank to buy foreign currency from the customers.

Selling Rate: It refers to the exchange rate used by the
bank to sell foreign exchange to the customers.

Middle Rate: It refers to the midpoint between the
buy and sell prices. This is also trade rate between the
banks and is used in financial/economic analysis.

Cash Rate/ready rate: This rate is quoted for the
settlement (debit/credit) on the same day (today itself)
i.e. rate for Trade day + 0 working day.

Tom rate: The rate is quoted and transacted today for
the settlement (debit/credit) tomorrow. i.e rate for Trade
day + 1 working day.

Spot rate: The rate is quoted and transacted today for
settlement (debit/ credit) on the second working day
i.e. Trade Day + 2 working days.

Forward rate: Forward rate is quoted and transacted

today for settlement (debit/ credit) on any days after
spot date (a date which falls after Trade date +2 days).

85" Anniversary Publication, 2078 @



An exchange rate regime

An exchange rate regime is how a country manages its
currency in the foreign exchange market. An exchange
rate regime is closely related to that country’s monetary
policy. There are three basic types of exchange regimes:
floating exchange, fixed exchange, and pegged float
exchange. Merged currency is also a regime for some
of the countries applying it.

Floating exchange rate: Itis a system where the value
of currency in relation to others is allowed freely to
fluctuate with market forces. A free-floating exchange
rate increases foreign exchange volatility because in
the developing economies like ours, earn revenue in the
local currency but have to convert it to another currency
to pay debts. The entire country’s financial sector’'s
stability gets disturbed in the exchange fluctuations.
But, in an advanced economy floating exchange rates
automatically adjust to trade imbalances and acts as a
automatic stabiliser.

Fixed exchange rate: It is a system where a
country’s currency value is tied to or ‘pegged’ to the
value of another single currency, to a basket of other
currencies, or to another measure of value, such as
gold. Currency Peg can also be further classified into
soft peg and hard peg. A soft peg is the name for an
exchange rate policy where the government usually
allows the exchange rate to be set by the market, but
in some cases, especially if the exchange rate seems
to be moving rapidly in one direction, the central bank
intervenes the market. With a hard peg exchange rate
policy, the central bank sets a fixed and unchanging
value for the exchange rate. A fixed exchange rate
is usually used to stabilise the value of a currency
against the currency it is pegged to. The developing
economy opts for fixed exchange rates as it ensures to
the investors and traders a smooth flow of international
trade with the confidence that the existing rate will be
maintained.

Pegged float exchange rate: It is a currency system
that fixes an exchange rate around a certain value, but
still allows fluctuations, usually within certain values or
percentage. This is also called managed float. A country
can obtain the benefits of a free-floating system but
still has the option to intervene and minimise the risks
associated with a free-floating currency. If a currency’s
value increases or decreases too rapidly, the central
bank can intervene and minimise any harmful effects
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that might result from the radical fluctuation. This is the
hybrid form of fixed and floating exchange rate.

Merged Currency: Merged currency is a common
currency used between one or more countries of the
world. This is the final approach to exchange rate
policy. Here, a country chooses a common currency
shared with one or more countries. For example, in
Euro-zone, the value of the euro is the same in all the
member states of the European Union. The advantage
of a merged currency is that it eliminates the exchange
risk. However, the merged currency has problems too.
Following a merged currency means the nation has
given up on the domestic monetary policy, and instead
has put its exchange rate policies in other hands.

A government consider its economic standing, trade
balance, and how it wants to use its policy tools
when choosing an exchange rate regime and applies
accordingly.

Factors affecting the exchange rates

Currency is highly uncertain and unpredictable
instrument. There are various factors affecting
movement of currency. Currency futures (exchange-
traded futures contract that specify the price in one
currency at which another currency can be bought or
sold at a future date) are widely traded as an investment
option in international forex market. Since currency (in
a way) can also be traded, there are ample of factors
influencing the currency rates. Let's discuss some of
the factors that affects the exchange rates.

Stage of Economic Development: The developing
countries, may prefer a fixed or managed exchange
rate to a floating exchange rate. This is because
sudden depreciation in their currency value poses a
significant threat to the stability of their economies.
Whereas, a developed country may opt for free
floating exchange rate regime. Euro zone countries
has applied merged currency. Despite this, the role
of exchange rate policies in economic development is
still largely debated. Whatever the stage of economic
development the country be, it always tries to maintain
a stable exchange rate and ensure growth with stability.

Balance of Payments: The relationship
between balance of payments and exchange rates
under a floating-rate exchange system is driven by the



supply and demand for the country’s currency and all
transactions taking place with other countries. When
a trade deficit occurs in an economy with a floating
exchange rate, there will be increased demand for
the foreign (rather than domestic) currency which will
increase the price of the foreign currency in terms of
the domestic currency. That in turn makes the price of
foreign goods less attractive to the domestic market
and decreases the trade deficit. Under fixed exchange
rates, this automatic re-balancing does not occur.

Inflation Rates: Change in inflation rates affect
international trade activity, which influences the
demand and supply of currencies, which influences
exchange rates. If inflation increases in country A and
remains same in country B, then demand in the country
A for goods of country B will increase and increases
the demand for currency B. Hence, due to change in
supply- demand forces, exchange rate automatically
changes.

Interest Rates: Investment in foreign currency
securities is affected by the change in the relative
interest rates, which affects the demand and supply of
any currency and influences the exchange rates. From
the other perspective, if rate of interest in a country
increases relatively to other countries, it will become
attractive to invest money. So, investors get a higher
return from investment. Therefore, demand for that
currency will rise which has an ultimate effect in the
exchange rate for that currency.

Monetary and Fiscal Policy: The expansionary
monetary and fiscal policies expand the economy
by increasing our income which leads to increase
our purchasing capacity with increase in demand for
import goods. This lowers the exchange rate. On the
contrary the contractionary monetary and fiscal policy
hikes the exchange rate. The government regulates
the exchange rates through buying and selling of its
reserves, adjusting its interest rates, and altering
its fiscal policies. Because the government must
commit its monetary and fiscal tools to maintain rate
of exchange otherwise, it cannot use these tools to
address other macroeconomics conditions such as
price level, employment, and recessions resulting from
the business cycle.

Government control: Governmentinfluence exchange
rate in one’s country by regulating movements of
international goods through the purchase and sale
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of goods at which further influences in the demand
and supply of foreign currency. On the other hand,
government also controls the exchange rate by
taking the following measures because it may tend to
undervalue or overvalue its currency or may decide to
avoid fluctuations.

m Intervention in the exchange market. This is done
through intervention in exchange rate regime.

m Restriction in transaction of particular currency or
can prevent the existing demand for and supply of
the certain country’s currency from reaching the
exchange market.

Political Stability: Foreign investors always seek to find
politically stable countries. The more stable the country’s
political condition, the more the country is attractive in
the eyes of foreign investors and vice versa. A politically
stable country is always more appealing to foreigners
and the demand of the currency of that country is more
to the foreigners. As a result, the exchange rate of
the country will appreciate against foreign currencies
and the country’s currency will be strengthened.

Terms of Trade: Terms of trade are also an important
factor affecting the exchange rate of any country. If a
country’s export is more than the import, it can be said
that trade is favorable. But, if the opposite occurs, then
it is not in favorable condition. When increasing export
conditions, the country’s goods have much demand
outside the country, which shows increased demand
in currency. As a result, currency of that country
appreciates and vice versa.

Manipulation of exchange rates

It can be an advantage in international trade if the
country controls the market for its currency to keep its
value low which is done by the central bank engaging
in open market operations in the forex market.

Overvaluation and Undervaluation of currency:
Undervaluation of currency is to fix the one’s domestic
currency at a rate lower than it would be in a free
exchange market. This is done to encourage exports
and discourage imports. The undervaluation of
domestic currency increases the economic activity in
the country. For example, China devalued its currency
Chinese Yuan (CNY) against USD in 2015 to boost its
exports.
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Overvaluation of currency is to fix or value domestic
currency at a higher level than it would be in a free
exchange market. If a country has to meet large
debts expressed in foreign currency, then the country
may overvalue its currency. It depends upon the
circumstances and interest of the country.

Exchange Rate Risk and its
management

According to Investopedia, exchange rate risk, or
foreign exchange (forex) risk, is an unavoidable risk
of foreign investment, caused by fluctuations in the
investor's local currency compared to the foreign-
investment currency. The exchange rate risk cannot be
completely avoided but can be mitigated considerably
through different hedging tools and techniques like
options, swaps, futures and forwards etc.

Banks / corporate houses mitigate the exchange rate
risk by considering the following practices also.

m |dentification of the types of exchange rate risk that it
is exposed to and measurement of the associated
risk exposure like transaction risk, translation risk
and economic risks, along with specific reference
to the currencies that are related to each type of
currency risk.

m Development of an exchange rate risk management
strategy.

m Creation of a centralised entity in the company’s
treasury to deal with the practical aspects of the
execution of exchange rate hedging.

m  Development of a set of controls to monitor
company’s exchange rate risk and ensure
appropriate position taking.

Exchanges rates in Nepal

Licensed institutions (A Class commercial banks and B
Class national level development banks) are free to set
their exchange rates observing the foreign currency
market movements, except for Indian Currency (INR).
Nepal has been following a pegged exchange rate
system with Indian rupee (INR) with periodic exchange
rate corrections through revaluation or devaluation in
the past.
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Nepal has adopted different kind of exchange rate
system for convertible currencies. Exchange rate of
NPR with other convertible currencies has been market-
determined in line with the exchange rate of INR with
convertible currencies. At present the Nepalese rupee
(NPR) is pegged with INR at NPR 160 for INR 100.

Observing the data presented in Monetary policy
2021/22, In Fiscal year 2020/21, India alone shares
64.1% of total trade of Nepal and 63.1% of our total
import of 15,398.37 billion while our total export is
1,411.24 billion. The figures of trade transaction with
India mentioned here are just the continuation of
trend from the past. Our economy should expand in
abundance to shrunken the stack of this trade deficit.
Being a landlocked country and a buffer state between
the two emerging giants, we do not have easy access
to the third countries as well. Therefore, for the sake
of price stability and in order to minimise exchange
fluctuations, adoption of the pegged exchange rate
regime with India Currency INR seems benefitable
for us. However, pegging the exchange rate for a long
time at the same rate can erode the competitiveness of
Nepalese economy.

Conclusion

The exchange rate is an important economic
variable. Movements in the exchange rate influence
the decisions of individuals, businesses and the
government. Collectively, this affects economic activity,
inflation and the balance of payments. Therefore,
any country always adopts the exchange rate regime
which can contribute to their macroeconomic stability
by cushioning its economy from shocks and allowing
monetary policy to be focused on targeted domestic
economic conditions.
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Financial Services

Marketing: Concept and

Implications

Marketing is relatively new to the financial sector.
Until recently marketing in most financial sector
organisations was largely synonymous with advertising
and public relations. Still many of the banks and
financial institutions have not establish separate
marketing department within their head offices and
regional offices. That is how bank marketing has not
received any importance in banking sector. The role
of marketing tended to be tactical than strategic;
marketing was seen as relatively low status activity
with senior management dominated by executives
with a background in finance. In 1990s, marketing was
developed as an integrated function within financial
organisations, largely as a result of rapid changes
in the operating environment. Nevertheless, Morgan
and Piercy (1990) suggest that marketing remains a
relatively young management function in the financial
services sector.

The marketing techniques and skills developed in
relation to physical goods get altered in the process of
being transferred to the area of service goods. These
alterations have been sufficient to form a separate body
of ideas distinctively associated with the marketing of
services.

Marketing of Financial Services

Prominent factors give rise to structural differences
between goods and services viz., intangibility,
inseparability, heterogeneity and perishability.

m At one level services are impalpable in the sense
they have no physical form.

m  Many services are intangible from a conceptual
point of view in that they are not easily defined and
may be difficult to understand.

Surya Prakash Bhatta

Chief Manager - Provincial Office
Province No. 1
Nepal Bank Limited

The problem is considered to be more acute in
respect of many professional and financial services.

Services are produced and consumed simultaneously.
So, services are perishable and must be produced on
demand and cannot inventoried.

Consumers themselves play a significant role in the
production of services. In fact commentators view
customers as quasi or partial employees. For a service
to be provided the physical presence of the consumer
or some contact with the customer is required to
provide the information required for the services to
be performed. The quality of the service is dependent
on personal interactions and as a consequence the
potential for variability is high. To a large extent the
qualities of inseparability and heterogeneity arise
because of the intangible nature of services. The
characterisation of services as an act rather than as
an object leads to an emphasis on the individuals
providing the services and their interactions with the
organisation’s customers.

In addition, financial services display an additional
feature affecting the marketing process. This is
the issue of fiduciary responsibility, an implicit
responsibility financial organisation have in relation
to the management of funds and the financial
advice they supply to their valued customers. Marsh
(1988) establishes that although any business has
a responsibility to its customers in terms of quality,
reliability and safety of the products it supplies, this
responsibility is perhaps much greater in case financial
service organisation. This may perhaps due to the fact
that consumers of such service often find the precise
details of the services difficult to comprehend and
therefore placing the raw materials used to produce
many financial products are consumer deposit thus
in producing and selling a loan product the bank has
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a responsibility to the person taking a loan but at the
same time, it also has a responsibility to the individuals
whose deposits have made that loan possible.

Marketing tactical issues move closer. Must be tailored
to the distinguishing features of specific products in
relation to the markets. Marketing mix for services the
composition of mix and the management can be quite
distinctive.

Marketing strategy provides the organisation with a
sustainable competitive advantage in the markets it
operates. Organisation should understand consumer
needs and identity how those consumers to be grouped
into different market segments.

Now the Banks will have effectively determined its
product/market scope. It must also establish an
appropriate position for its products in the target
markets. Positioning products in markets is to establish
a competitive edge for the products. In selecting
position, the marketing strategy defines the image, the
organisation wishes to create for its products.

Established position will guide the formulation of the
marketing mix. Product attributes, pricing decisions,
method of distribution, and communication should all
seek to reflect the chosen position.

Marketing mix represents tactics employed to
implement a chosen strategy. The decisions made
in marketing mix need to be operationalised and
the outcomes monitored to check actual outcomes
and match what was intended. If outcome deviates
from expectations, corrective action in the form of
modification of marketing mix, or even the overall
strategy may be warranted.

The process, of deregulation and environmental
changes, is continuing with further liberalisation of
financial markets. Financial services sector faces a
number of new opportunities and threats. Environment
facing supplies of financial services has become
increasingly competitive and uncertain. Importance of
marketing in guiding the business development has
increased.

Deregulation has removed the traditional restrictions on
the type of product particular institutions could supply.
It has created the opportunity for expansion into new
markets. Threat increased, in the number and variety
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of competitors in a specific market. Differentiation
strategy depends on effective market segmentation
and targeting. Success of any differentiation strategy
depends on the development of an integrated and
coherent marketing mix. Develop an appropriate
product, price, promote and distribute in such a way
to produce service meeting the needs of the target
customers more effectively than competing products.
Marketing mix is not just a series of tactical responses
to changing market conditions. It is a core component
of any marketing strategy.

Bank Marketing
The following are pointers in bank marketing:

I.  Bank provide services — with all the characteristics
discussed earlier, being associated with them.

II. Aim is to satisfy customers' needs and wants.

Ill. The needs and wants of the customer are by
far financial in nature, and some may be even
incidental to or related to the main function.

IV. Competitive element, efficiency and effectiveness
are major factors in the process.

V. Organisational objectives are still the driving force.

This is an extension of the 'marketing concept' modified
to suit the nature of the banking activity/Industry.

Bank marketing provides services to satisfy
customers' financial needs and wants. Bank have
to discover/ascertain/anticipate the financial needs
of the customers and offer the services, which can
satisfy those needs. Bank may be required to satisfy
the customers' other related needs and wants. The
individuals and corporate bodies have certain financial
needs in relation to money community. satisfy these
financial needs customers want by offering specific
services. Different banks offer different benefits by
offering various schemes to take care of the wants of
the customers.

Marketing helps in achieving the organisational
objectives of the bank. This means that marketing is
equally applicable to achieve commercial and social
objectives of the banks. Indian banks have dual
organisational objectives:



I.  Commercial objectives to make profit; and
Il.  Social objective, a developmental role particularly
in the rural areas.

The service area approach is a marketing approach. A
specific target market is assigned to each bank branch
for it to practice need based banking activity in tune
with the social objectives.

The marketing concept has following essentials, for a
bank's success.

a) Bank cannot exist without the customers.

b) Purpose of the bank is to create, win and keep a
customer. Customer is and should be the fulcrum
of the everything the bank does.

¢) Organisational design should be oriented to the
customer and the bank should ensure that the
services are performed and delivered in the most
effective way. Service facilities also should be
designed for customers' convenience.

d) Ultimate aim of a bank is to deliver total satisfaction
to the customer.

e) Customer satisfaction is affected by the
performance of all the personnel of the bank.

Marketing is a basic total business operation. Bank
is to develop market orientation and customer
consciousness among all the personnel of the bank.

MARKETING MIX

Marketing mix is one of the key concepts in the modern
marketing theory. In practice the marketing mix is
considered to be the core of marketing. Neil Borden,
while quoting from an article of James Culliton, wrote
that a marketer is viewed as a 'decider’, or an 'artist'
or a 'mixer of ingredients’ who plans various means
of competition. 'He may follow a recipe prepared by
others, or prepare his own as he goes along, or adopt
a recipe from the ingredients immediately available, or
experiment with or invent ingredients no one else has
tried'. If a marketer were a 'mixer of ingredients', what
he designs would be a marketing mix.

Borden further wrote that 'it has logical to proceed from
a realisation of the existence of a variety of marketing
mixes to the development of a concept that would
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comprehend not only his variety, but also the market
forces that cause managements to produce a variety
of mixes' (to fight competition).

Subsequently, the Borden concept of marketing mix
was given due recognition in the field of marketing
theory.

m  Marketing mix is the set of marketing tools that the
firm uses to pursue its marketing objectives in the
target market.

There are literally dozens of marketing-mix tools.
McCarthy popularised a four-factor classification of
these tools called the four Ps: product, price, place (i.e.
distribution), and promotion.

MARKETING MIX

PRODUCT PLACE
Variety Channels
Quality Coverage
Design Assortments
Features Locations
Brand Name Inventory
Packaging Transport
Sizes

Services

Warranties

Returns

TARGET MARKET

PRICE PROMOTION
List Price Sales Promotion
Discounts Advertising
Allowances Sales Force

Public Relations
Direct Marketing

Payment Period
Credit Terms

A marketing mix is selected from a great number
of possibilities. Marketing-mix decisions must be
made for both the distribution channels and the final
consumers. The above diagrammatic representation of
a company's marketing-mix strategy, by Kotler, points
to the interplay of various factors and players in the
market, which can affect the results of the marketing
efforts.

A company may not be able to adjust all the marketing
mix variables in the short run. Normally, the firms
can change it price, sales force, size, and advertising
expenditures in the short run. Development of new
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products and modifications in its distribution channels,
are more feasible in the long run. Thus the firm typically
makes fewer period-to-period marketing-mix changes
in the short run than the number of marketing-mix
variables suggest.

The most basic marketing-mix tool is the product,
which stands as the firm's/Banks tangible offer to the
market, including the product quality design, features,
branding, and packaging. The company could also
provide various services, such as delivery, repair,
and training, as well as running as equipment-leasing
business. Price is a critical marketing-mix tool. The
company has to decide on wholesale and retail prices,
discounts, allowances, and credit terms. Its price has
got to be commensurate with the customers' perceived
value of the offer or else, they will turn to competitors
for choosing their products.

Place is another key marketing-mix tool, it facilitates
the various activities the company undertakes to
make the product accessible and available to target
customers. The company must identify, recruit, and link
various middlemen and marketing facilitators so that
its products and services are efficiently supplied to the
target market. It must understand the various types of
retailers, wholesalers, and physical-distribution firms
and how they make their decisions.

Promotion as a marketing-mix tool stands for
the various activities the company undertakes to
communicate and promote its products to the target
market. Thus the company has to hire, train and
motivate sales people. It has to set up communication
and promotion programmes consisting of advertising,
direct marketing, sales promotion, and public relations.

It may be noted that the 4P's represent the sellers’
view of the marketing tools available for influencing
buyers. From a buyer's point of view, each marketing
tool is designed to deliver a customer benefit. Robert
Lauterborn's suggestion was that the 4Ps correspond
to the customers' 4C's:

4Ps 4Cs

Product Customer needs and wants
Price Cost to the customer

Place Convenience

Promotion Communication

Winning companies are those that can meet customer
needs economically and conveniently and with effective
communication.
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Services Marketing Mix

The traditional marketing mix appeared inadequate
for service industries, because of three main
reasons:

i. The original marketing mix was developed for
manufacturing industries, which insisted that
the services offered by service companies
ought to be changed to be more products like
so that the existing marketing tools could be
applied. This was practically difficult.

ii. The marketing practitioners in the service
sector found that the marketing mix does not
fully address their needs. They observed that
the services had certain basic characteristics,
which in turn has definite marketing
implications. For example, the nature of
services is not conducive to standardisation of
quality; services can't be inventoried, patented
or transferred.

iii. Since services have some  special
characteristics, as different from physical
products, specific marketing models and
concepts could be developed to take care of
the needs of the services sector.

Booms and Bitner though without any empirical
work suggested a '7P' marketing mix model arising
out of the above three observations. Mcgarth and
others endorse such an approach, and a number
of marketing research studies supplement the
relevance of each of the '7Ps'.

Current Development

Marketing mix management turned marketing into
a highly effective impact machine. The market
environment has been changing, especially in
the Western economies, and some theorists, to
have started, perceive the decline of this type of
'modern marketing'; the changes responsible for
such decline being:

i. The once dominating mass markets are
becoming more and more fragmented.

ii. By and large, customers do not want to remain
anonymous anymore and to be treated as such,
and they are becoming more sophisticated.



iii. More and more markets are maturing.
iv. Competition is increasing and becoming global.

v. Market offerings are becoming less
standardised, because in many situations
customers want differently and new technology
makes it possible in a totally different way.

Nevertheless, marketing mix management is still a
valid marketing approach. According to Christian
Gronroos, the marketing mix approach, will give
way to relationship marketing, in market satisfying
the above listed characteristics. According to the
generic definition by Gronroos, Marketing is to
manage the firm's market relationships (Gronroos,
1996).

This definition includes the fundamental notion of
marketing as a phenomenon basically related to the
relationships between a firm and its environment.
It points out that marketing includes all necessary
efforts required to prepare the organisation for,
and implement activities needed to manage the
interfaces with, its environment. Markets are of
several kinds: customers, distributors, suppliers,
and networks of cooperating partners and so on.
Transaction oriented activities heavily relying on
the 4 Ps is but a special case with uncomplicated
and mostly non-personal relationships.

Conclusion

At the end we can concluded that marketing practice
in banks and the role of marketing in banking sector
has been growing day by day. It is essential to have
robust marketing practice to survive in competitive
banking environment of today. Different research
studies reveal that marketing practices of the banks
are not satisfactory in relation to address the customer
complaints and desires. Eventually it can be said that
the role of marketing in banking sector is significant
and it is used as competitive tool in the industry.
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Introduction

Single currency cannot be used worldwide as it is not
accepted all over the world. So, for the purpose of
International trade, it requires to deal with currencies
other than home currency i.e. Nepalese currency.
Liberalisation, Privatisation and Globalisation related
policies have made such trading more dynamic. To
tackle this, every nation forms policies in order to fulfill
the need of foreign exchange management.

In simple words, foreign exchange management is the
management of foreign exchange. It can be affected
by foreign exchange rate, foreign exchange reserve,
Fiscal policy, Monetary Policy, foreign exchange related
policies, Balance of Payment, foreign investment,
Strength of economy, interest rate for speculative
capital, exchange control, tariff and non-tariff barriers,
peace and security of nation and much more. However,
such currencies are valued in terms of demand and
supply of foreign currencies. Major source of our foreign
currency are export, FDI, remittance inflow, foreign aid,
investment made by NRN and tourism. Earning from
such currencies is used mainly in import, payment of
foreign loan, territorial expense management, foreign
investment and fulfillment of national need.

According to Foreign Exchange (Regulation) Act, 2019
(1962), ‘foreign exchange’ means a foreign currency,
deposits, credits, and balances of all types which are
paid or received in a foreign currency, foreign securities
and balances of all types which are paid or received
in a foreign currency, foreign securities and cheques,
drafts, travelers cheques, electronic fund transfers,
credit cards, letters of credit, bills of exchange and
promissory notes which are in international circulation
and are or can be paid in a foreign currency, and this
term alsoincludes any other such monetary instruments
as may be prescribed by Nepal Rastra Bank (NRB) by
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Foreign Exchange
Management: Policies,
Practices and Regulations
in Nepal

publishing and broadcasting a public notice.

Foreign currencies are demanded for the import
of goods and services, tourism, unilateral transfer
like prize, gifts, donations sent abroad, speculative
purpose, paying for the services like education, health,
tourism in foreign markets, cost of diplomatic mission
abroad, paying back the principal and interest on
foreign loans. Similarly, they are supplied for export
of goods and services, worker's remittance and
pensions, expenses by foreign diplomatic missions in
domestic economy, foreign aid, interest earn on foreign
investment, unilateral transfer received like prize, gift,
donations, pension etc.

Foreign exchange is important to determine nation's
economic health and wellbeing of its citizens as
it facilitates external trade and payments and
maintenance of foreign exchange market. The value
of such currency can be pegged to another country's
currency or even to a basket of currencies. The
objective of foreign exchange management is external
sector stability, which can be obtained through liquidity,
stability, safety and productivity enhancement.

Policies of Foreign Exchange
Management

Foreign Exchange (Regulation) Act, 2019, has
given special right to NRB to manage overall foreign
exchange of Nepal or foreign exchange owned by
Nepal. Due to this there is no own separate foreign
exchange policy like Fiscal Policy (budget), Monetary
Policy, Trade Policy or any other policies. However, to
make proper management of foreign exchange, there
are some specific policies and practices governed by
central bank for existing arrangements like Foreign
Exchange Regulation Act, 2019, Negotiable Instrument
Act, 2034, Foreign Investment and Technology Transfer



Act, 2075, Foreign Exchange Transaction Licensing
and supervision bylaw 2067, NRB Remittance
Bylaws, 2067, Money Changer Bylaw, 2067, Foreign
Investment and Foreign Debt Management Bylaw,
2078, and related.

Foreign exchange policies as stated in Foreign
Exchange (Regulation) Act, 2019 are enumerated
below:

m License to be obtained to carry out foreign
exchange transactions by BAFIs, Remit agencies,
Airlines, Money changer etc.

m  Power of NRB to take action to admonish, impose
restrictions, forfeit cash deposit or make recovery
from guarantee, suspend or cancel license

m  Other provision relating to foreign exchange
transaction

m  Provisions relating to foreign exchange obtained by
citizen of Nepal

m  Payment for sale of goods or provision of services
to foreigner

m  Restriction on export or import of certain currency
and bullion

m  Power of Government of Nepal to obtain foreign
exchange

m  Duty of person who have source to obtain foreign
exchange

= Duty of Importers
m  Payment of price for the exported goods

m Restriction on exports and transmission of
securities

m  Power to demand statements

m  Give receipt

m  Submit report

m  Power to give direction, frame bylaw or issue order

m  Prohibition in entering into contract in contravention
of the objective of FERA, 2019

m  Inspection

m  Power of government to give directives to perform
activities

m  Permission of NRB to open account
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m  Punishment
®  Enquiry and institution of case
m  Document to be void

m Reward to be provided for the provision of
information

m Claim or complain not to lie
m  Power to frame rules
m  Repeal

m Existing license (source:
(Regulation) Act, 2019)

Foreign Exchange

In addition to the above policies, foreign exchange
management policy consists of reserve management,
maintenance of exchange rate stability, regulation of
players in foreign currency market and management of
supply of foreign currency.

Practices on Foreign Exchange
Management Policies

NRB Formulates and implements foreign exchange
policies. It manages foreign exchange reserve and
determines the system of foreign exchange rate.
Formulation of policies, providing approval, keeping
record and managing repatriation of foreign direct
investment and foreign debts are done by Foreign
Exchange Department of NRB. Another major function
of NRB is to facilitate the import and export of goods
and services.

I. Foreign Exchange Management Practices in
General
Foreign exchange management are government
imposed controls and restrictions on transactions
conducted in foreign currency. Government’s major
aim is to manage and prevent an adverse balance
of payment position on national accounts. It involves
ordering all part of foreign exchange received by a
country into a common pool controlled by central
bank. It's done mainly to restore Balance of Payment
equilibrium, protect the value of national currency,
prevent capital flight, protect local industries and
build foreign exchange reserves. (source: https://
corporatefinanceinstitute.com)

m Foreign Exchange Department of NRB Issues
license to do foreign exchange transaction,
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regulate, inspect and supervise for the same

m Beside licensed BAFIs, NRB issues license to
companies like remittance, money changer,
hotels, trekking, travelling agencies, airlines,
cargo etc.

m Licensing and supervision is done by NRB
based on data submitted by these institutions
and on and off site inspections

m Foreign currencies are demanded to meet
transactionary motive (external payment
requirement), precautionary motive (mitigate
external shocks) and speculative motive (left to
private sectors)

m  Nepal has pegged with Indian currency while
remaining currencies are exchanged based on
open market exchange rate

m  NRB tries to channelise inflow and outflow of
currencies through formal banking channel

m  Consistentwith full currentaccount convertibility
and partial capital account convertibility

m  Transparent in its applications like foreign
exchange reserve. Targets on foreign exchange
reserve are set while issuing monetary policy
annually.

m Specified limits of transactions
®  Quantum of penalty in case of violation

m  Foreign exchange is a system of dealing with
currencies of other nations virtually around the
clock

m  Online purchase, payment, settlement through
debit and credit card is done

m  Minimum opportunity cost in holding reserves

m NRB doesn't discloses portfolio composition
data of its reserves

m  Manages foreign exchange reserves and
determine system of foreign exchange rate

Foreign Exchange Management Practices on
Foreign Trade

Foreign exchange management is the process of
limiting a company’s exposure to foreign currency
fluctuations. This is done mainly by companies that

@ 85" Anniversary Publication, 2078

engage in foreign trade. (source: www.bizfluenct.
com). Import of goods or service is done by using
Indian currency (INR) and/ or currencies of third
country.

Import of goods through Indian currency is
made through Tele-transfer (TT) and Demand
Draft (DD). Import of goods can be done in INR
through Tele-transfer and Demand Draft below
the limit of 5 Crores INR while that of import of
goods through Letters of Credit (L/C) is made
for the limit above 5 Crores INR. In addition
to this, for the import of goods through Tele-
transfer and Demand Draft, it can be done in
convertible currency within the limit of 35K USD
while that of import of goods through Letters
of Credit (L/C) is made for the limit above
35K USD. (Source: Foreign Exchange Unified
Circular, 2076 and updates made thereupon)

For the payment made through convertible
foreign currency, only goods having same
harmonic code can be made. If harmonic
code differs, payment can be made only on
Indian currency. By now, there is a list of 180
goods with harmonic codes. (List of goods with
harmonic code is revised by NRB from time to
time).

Import of goods through convertible foreign
currency is made through Letters of Credit (L/C)
only. For this purpose, both the purchasers
and sellers should be authorised dealers or
registered companies. Import of such goods
are made mainly on industrial raw materials.

Service can’'t be imported from India in
convertible foreign currencies in general.
However, on the basis of legal documents, the
limit of import is 10,000.00 USD and above this
limit, import can only be made in convertible
foreign currencies with the approval of foreign
exchange department of NRB.

For the purpose of education, health and
tourism in India, payment is encouraged to be
made on card.

For medicinal purpose, Nepalese Rupees is
converted into INR up to the limit of expenses
made.



For the visit made in third countries, 5000.00
USD per person per visa is allowed. This also
depends upon nature of Visa like Visa for
immigrants, Working Visa, Tourist Visa and
more. (Source: Foreign Exchange Management
Department, NRB)

For studies made in third countries, convertibility
of currencies is made as mentioned by
concerned schools/ colleges.

Amount of living expenses of that student is
made on students account only (as prescribed
by concerned school/ college) or by NRB itself.

Foreign exchange reserve is maintained to
meet Balance of Trade (BOT) of that nation.

For the purpose of export, advance payment or
payment after delivery of goods and services
are allowed.

Remittance has become major source of
revenue since longer which itself is not a stable
source of earning.

To make stable position of Balance of Payment
(BOP) and Balance of Trade (BOT) has been
a challenge. According to Monetary Policy
2078/79, in FY 2077/78, trade deficit (Export
- Import) was increased by 27.3%, remittance
inflow was increased only by 9.8%, current
account remained in deficit by Rs.333.67
Arab, BOP surplus of Rs.1.23 Arab, foreign
exchange reserve to import goods of 11.2
months and depreciation of NRS. With USD
by 1.12% in 2078 Asar end with comparison
to 2077 Asar end. This is mainly due to the
impact of COVID-19, but we can’t deny the fact
that to maintain external sector stability is still a
challenge to us.

Foreign  Direct Investment has been
encouraged by constitution, 2072, Trade Policy,
2072, Foreign Investment Policy, 2071 etc. As
per economic survey 2077/78, within 2077
Fagun end, FDI was declined by 34.8% and
remained 10.18 Arab.

There is pressure on balance of payment
mainly due to the excessive import of
petroleum products, trade deficit, reduction in
tourism earning, foreign investments, inflow of
remittance and more.
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m NRB does foreign exchange investment
management by considering the major factors
like safety and liquidity.

m For the purpose of investment, NRB does
portfolio management with major investment
on USD, then on Pound Sterling, Euro, Yen,
Indian Rupees and Yuan.

m  Huge amount of dollar has to be spent to
purchase Indian currency.

m NRB has given license to various sectors in
foreign exchange transactions like commercial
banks, development banks, hotels, travel and
tours, trekking companies, money changers,
remit companies and others.

m Foreign exchange is guided and regulated
by Foreign Exchange (Regulation) Act, 2019,
Foreign Exchange Transaction Licensing and
Supervision bylaws, 2067, NRB Remittance
bylaws, 2067, Money Changer bylaws, 2067.
It is also governed by constitution of Nepal,
2072, Fiscal Policy, Monetary Policy and other
related economic policies.

NRB has been playing a crucial role in management
of foreign exchange since its establishment. Foreign
Exchange (Regulation) Act, 2019, has given special
right to NRB to manage overall foreign exchange of
Nepal or foreign exchange owned by Nepal. Due
to this there is no own separate foreign exchange
policy like other policies. However, foreign exchange
management related policies is important to determine
a nation’s economic health and well-being of its
citizens as it facilitates external trade and payments
and maintenance of foreign exchange market for
the purpose of external sector stability which can
be obtained through liquidity stability, safety and
enhancement of productivity.

Regulations of Foreign Exchange
Management

NRB has the full powers to regulate the functions and
activities regarding foreign exchange management.
Management and regulation of foreign exchange
management is done mainly by Foreign Exchange
Management Department of NRB. For this purpose,
NRB may frame rules and bylaws on the matters which
the bank deems appropriate and issue necessary
order, directives and circular. It shall be the duty to
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licensed institutions including BAFIs to abide by such
rules, bylaws, directives and circular.

Conclusion

Foreign exchange management also known as
exchange control is a system which controls or
makes some restrictions on transactions, lending and
borrowing assignment and revenue and expenditure of
international balance in a country. All the inflow and
outflow of foreign currencies are regulated, restricted
and supervised by Foreign Exchange Department of
NRB in order to control inflation and maintain financial
and external sector stability.

India has remained Nepal's largest trade partner
since longer. Therefore, while talking about Nepalese
economy, we can't ignore transactions made with
Indian economy to make a deep economic analysis. In
context of import from India, Nepal should attempt to
increase list of goods that could be purchased directly
in convertible foreign currencies. As more and more
products are added to the list, there will be lesser need
to sale Dollar to purchase Indian Currencies. Making
policies such that it encourages remitters to make
investment in productive sector so that it enhances
national economy, can be another way out. Another
thing is, broadening the area of capital account
convertibility in gradual manner so that in long run we
can execute flexible exchange regime in an effective
way rather than pegging with Indian currency. Next is,
to make optimum portfolio investment in currencies
other than USD. Apart from this, major thing we can do
is to minimise trade deficit by enhancing production,
making alternative use of petroleum products (we
are spending huge amount on importing it), focusing
on export promotion and import substitution policy
as promoted and facilitated by constitution of Nepal,
2072. Last but not the least thing is to maintain optimal
level of foreign exchange reserve by making portfolio
investment of excess currency that is kept on reserve
so that we can get higher return.

Foreign exchange related policies and practices
are revised and amended as per current scenario.
Foreign exchange management policies, practices
and regulations are done mainly to restore Balance
of Payment equilibrium, protect the value of national
currency, prevent capital flight, protect local industries
and build foreign exchange reserves. NRB has been
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playing crucial role in strengthening external sector
economy but still our economy is lagging behind due
to the existence of huge informal economy and is land
locked by neighboring giants India (East, South and
West) and China (North) due to which Nepal does
not have direct access to sea and other third country.
However, if we are able to channelise informal economy
in banking sector, making alternative use of imported
goods and services in nation, discouraging capital
flight, brain and muscle drain and finally enhancing
national productivity, we can make better and stable
external economy, which is the crux of foreign exchange
management.
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Abstract:

Green Banking is any form of banking from which the country and nation gets environmental benefits.
A conventional bank becomes a green bank by directing its core operations toward the betterment of
environment. Green Banking has become a buzz word in today’s banking world. It means developing inclusive
banking strategies which will ensure substantial economic development and promoting environmental-
friendly practices as well. This article focuses on the Green Banking activities of the commercial banks, with
a focus on the role of financial regulation and regulators in greening the financial sector.
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Background:

The disastrous impact of recent storms, floods,
droughts and excessive heat that many people have
experienced around the world, motivate us to think
seriously about global warming and its impact and
to do whatever we can to address this problem.
Governments, enterprises, and people, all have roles
to play in combating global warming and building a
sustainable environment. A good thing is that there is
now greater awareness and a growing commitment to
address environmental problems we face. An action to
arrest environmental degradation would significantly
affect not only current but also future generations and
our further progress. So, a proactive multipronged
action is necessary by all the industry and business
sectors, regulatory agencies and the individuals
(IDRBT publication, 2013).

There is no one distinct definition of green banking;
however, the following will try to bring the meaning of
green banking. It means promoting environmentally-
friendly practices and reducing carbon footprints from
banking activities (Schultz, 2010). There are many
differences compared to normal banking, Green Banks

give more weight to environmental factors, their aim
is to provide good environmental and social business
practice, they check all the factors before lending a
loan, whether the project is environmental friendly and
has any implications in the future, you will be awarded
a loan only when you follow all the environmental safety
standards (Ray, 2008).

Introduction:

During the last few decades, shifting of societal concern
towards environmental friendly practices has been
the prime concern of governments, policy makers,
business firms and the public justified through a number
if dialogues on issues pertaining to environmental
protection and climate change. Green banking is an
emergent concept that occupies a significant position
in the intersectional field of environmental policy,
financial services, and socio-economic development. It
starts with the aim of protecting the environment where
banks consider, before financing a project, whether it
is environmentally friendly and has any implications
for the future. The negative consequences of climate
change threaten sustainable living on this planet and
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call for practical and immediate solutions from both
developed and developing countries, which require
intensive efforts from every domain of the economy,
especially financial institutions. Stakeholders are
concerned about business activities that have adverse
impacts on society and the environment. As a result,
paying greater attention to the environmental issues
across the globe has exerted pressure on all industries
to become greener, including the financial services
and more particularly banks. As a consequence,
the global banking industry has shifted towards an
environmentally focused strategy through the adoption
of green banking.

The issues of environmental protection have become
very critical in emerging and developing countries, as
these countries are more exposed to the immediate
challenges of climate change, pollution, deforestation,
loss of biodiversity, and arable land. Their dependence
on natural resources for economic growth and
development underpins the need for implementing
policy and plans for sustainable use of resources.
Consequently, emerging markets are taking the lead
in regulating sustainable banking practices, focusing
on the impact of the financial sector on sustainable
development. Supervisory authorities of these countries
are taking a key role in the sustainable transformation
of the financial system. Countries such as Bangladesh,
Brazil, China, India, Indonesia, and Vietnam have
already taken various strategic regulatory and voluntary
measures aimed to address the challenges of climate
change and environmental sustainability.

In this regard, environmental issues have increasingly
found attention in the financial sector and the
significance of greener and more inclusive financial
systems is being increasingly recognised globally by
academics, policy makers, and private firms.

m Financial Performance
Financial performance is a subjective measure of
how well a firm uses its assets in running business
and generating revenues. It simply means the
financial health of a firm. Some of the ways of
assessing financial performance in order to find
out whether a firm is performing poorly or well are
profits, liquidity, solvency, financial efficiency and
repayment capacity. The main one being profitability
which measures the extent to which a business
generates profits from the use of land, labour,
management and capital. It is measured using
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return on assets, return on equity and operating
profit margin. Financial efficiency measures the
intensity with which a business uses its assets to
generate gross revenues and the effectiveness
of production, purchasing, product pricing and
financing decisions.

Effect of Green Banking and Financial
Performance

Green banking is expected to be very costly
for the organisation in the initial years as the
organisations will incur large amount of capital
costs. Cost reduction is also expected as there will
be a decrease in paper work; there will be more
recycling leading to an increase in profits. ROl in
green banking is not highly sensitive to the amount
of time it takes to deploy capital because many
green banks offering recycle and redeploy capital
relative quickly. ROI of green banks are sensitive
to default risk because defaults are primary to
operating costs for all products. High defaulters
lead to high loss coverage and reduced interest
income.

The bank may have to incur cleanup costs for the
damages causes if it financed a project that has
adverse effects on the environment. The bank may
also suffer credit risk if it financed a project harmful
to the environment, and perhaps the project is
stalled or forbidden by regulatory authorities leading
to a default in payment of the loan by the client. A
financial institution may also face reputation risk
when it fails to practice green banking causing it to
lose business from clients who are sensitive to the
environment.

Commercial Banks in Nepal

Commercial banks are a financial institution which
accepts deposits, makes business loans, and offers
different services to the customer. Banks also allow
for a variety of deposit accounts, such as checking,
savings, and time deposit. Banking institutions
are run to make a profit and owned by a group of
individuals. The dominant privately owned financial
institution in Nepal and in the economies of most
major countries is the commercial bank. Banks
offers the public both deposit and credit services,
such as investment advice, security underwriting
and financial planning. Financial activities are run
by banks so that their activities should be focused
on interest of customers. Banks are putting their



focused toward profit. Profit is only possible after
delivery of quality service to the customers.
Commercial banks are established to improve
people’s economies welfare and facility, to provide
loan to the agriculture, industry and commercial
and to offer banking services to the people and the
country. There are altogether 27 commercial banks
in Nepal.

Commercial banks have to undertake some green
growth initiatively environment friendly and do not
impact the environment much through their own
internal operations. However, they are responsible
as the major contributors of finance to industries
like steel, paper, cement, oil, chemicals, fertilisers,
power, textiles etc. that are responsible for creating
huge carbon emission. Therefore, banks are
adopting a voluntary set of guidelines for managing
social and environmental issues related to the
financing of developed project within and outside
their organisations for the creation of a strong and
successful low carbon economy. However, banks
are now playing a vital role towards the green
growth through their green banking practices.

Green banking means combining operational
improvements, technology and changing client
habits in banking business. It means promoting
environmental friendly practices and reducing
carbon footprint from banking activities. This comes
in many forms such as using online banking instead
of branch banking; paying bills online instead of
mailing them, opening up FDs and money market
accounts at online banks, instead of large multi-
branch banks or finding the local bank in the area
that is taking the biggest steps to support local
green initiatives. Keeping in mind all the points
related to environment protection, the role of
green banking is expected to be observed at all
levels of business process in this globalised world.
Main emphasis has been made on analysis of the
concept and need of green banking in business
process so as to make our environment human
friendly and enrich our economic productivity.

Statement of Problem

Green banks restrict their business transactions
to those business entities who qualify screening
process done by green banks. With limited number
of customers, they will have a smaller base to
support them. Many banks in green business are
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very new and are in startup face, generally it takes
3 to 4 years for a bank to start making money
thus it does not help banks during recession.
Green banks require talented, experienced staff to
provide proper services to customers. Experienced
loan officers are needed with additional experience
in dealing with green businesses and customers.
If banks are involved in those projects which are
damaging the environment they are prone to loss
of their reputations. There are also few cases where
environmental management system has resulted
in cost saving, increase in bond value. Credit risks
arise due to lending to those customers whose
businesses are affected by the cost of pollution,
changes in environmental regulations and new
requirements on emissions levels.

It is higher due to probability of customer default
as a result of uncalculated expenses for capital
investment in production facilities, loss of market
shares and third party claims. It's a new concept and
customer will take time to adopt this. Green banking
requires a technology which will highly costly. It
requires renewable and recycling technique which
is costly. Data protection is another challenge for
the adoption of green banking. Bank employees
need training for all this practice. Green banking
survey is a very effective tool to identify the financial
performance of the commercial in Nepal. In context
of Nepal, green banking in Nepal is concerned, the
banking and financial institution are running behind
the schedules compared to global trends. Besides
few banks, these banks unaware or pretend to be
unaware about the green banking practices and
sustainability of the banks.

Role of Financial Sector in Green
Growth

The allocation of funding to its most productive use
is a key responsibility of finance. Thus, the financial
sector can play an important role in managing climate-
related risks and support the transition to a low carbon
economy by driving investments in climate-friendly and
green projects. The banking institutions are the key
actors in the financial system and occupy a significant
position in the global economy. They exercise the
ability to have a strong impact on economies, societies,
and sustainable development. While the direct
environmental effects of banks are low in comparison
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to other sectors, they have a significant indirect impact
on sustainability through lending and investments that
facilitate the expansion of polluting activities.

Banking institutions are the primary source of finance
for many industrial projects such as steel, paper,
cement, chemicals, fertilisers, power, textiles, etc., with
potentially significant adverse social or environmental
impacts. Therefore, as financiers they have huge
influence on the projects undertaken by industries, and
thereby green banking can play a significant role in
ensuring responsible behavior of other businesses too.
Accordingly, green finance is defined as comprising
“all forms of investment or lending that consider
environmental effect and enhance environmental
sustainability”. Important aspects of green finance
are sustainable investments and banking, where
investment and lending decisions are taken based on
environmental screening and risk assessment to meet
sustainability standards, as well as insurance services
that cover environmental and climate risk. Further,
green finance, within the banking sector, can be
presented in a wide spectrum of market-based lending
or investing businesses, involving retail banking,
project financing, asset management, types of loans,
and investment finance that are all responsible for the
environment and society.

As such, banks can play a leading role in the transition
to a low-carbon and greener economy by considering
the entire spectrum of risks and through evaluating the
projects from both an economic and environmental
perspective. They can define their lending strategy
regarding which sectors and projects that are eligible
for lending and can impose higher cost for projects that
cause a threat to the environment. Moreover, using
their commercial lending and securities underwriting,
banks can catalyze the necessary transition to an
economy that minimises greenhouse gas pollution and
relies on energy efficiency and low/no carbon energy
sources.

Role of Regulators in Promoting
Green Banking

The connection between climate change and the
financial industry has been addressed in recent years
not only by environmentally concerned organisations
but also by the financial sector regulators. Green
banking has advanced in recent years as policy makers
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and market participants increase efforts to promote
long-term socio-economic and environmental factors.
These efforts include increasing access to financing
for green projects, developing sustainability related
principles and guidance to shape frameworks as
well as enhancing financial reporting and disclosure.
Safeguarding financial stability has always been one
of the key responsibilities for central banks. Climate
change and other environmental risks pose a great
threat to the financial stability and to the overall
financial system. Three different types of risk have been
identified. Transition risks are those that could arise
from a sudden and disorderly transition to a low-carbon
economy. Physical risks are “those risks that arise from
the interaction of climate-related hazards (including
hazardous events and trends) with the vulnerability
of exposure of human and natural systems”. Liability
risks stem from “parties who have suffered loss from
the effects of climate change seeking compensation
from those they hold responsible”.

Central banks are among the most important
stakeholders in the banking business as they have
the necessary leverage to coerce/impose various
influences on commercial banks and other financial
institutions in order to conform to certain prescribed
rules and regulations to carry out their business in
an environmentally friendly manner. Through their
regulatory oversight over money, credit, and the
financial system, central banks are in a powerful
position to support the development of green
approaches and enforce an adequate pricing of
environmental and carbon risk by financial institutions.
Hence, to tackle climate-related financial issues
and potential disruptions and to promote green and
sustainable finance, a growing number of central
banks and regulators around the world are becoming
aware of their role and addressing climate change and
environment risks in their mandate. Globally, many
central banks have already adopted sustainability
policies to regulate or guide the activities of banks or
have started to incorporate climate risk into macro-
prudential frameworks. These regulations also seek to
address in-house resource consumption for positive
contributions towards the transition of green growth.

Nevertheless, central banks and supervisors across
different jurisdictions operate within different mandates
and legal frameworks depending on the country
and related institutional frameworks. It is evident
that emerging economies are the most engaged



in pursuing green policies in the banking sector
primarily because of regulatory requirements while
the green finance activities in developed countries are
mostly voluntary and driven by the decision-makers’
awareness of sustainable development and corporate
social responsibility.

Besides financial regulation, industry leadership
plays a crucial role in implementing green/sustainable
banking approaches. A growing number of financial
institutions around the world have voluntarily either
created their own networks or initiatives or joined
platforms established by international development
agencies such as the International Finance
Corporation (IFC) and United Nations Environment
Programmeme (UNEP). A group of central banks and
supervisors launched the Networking for Greening the
Financial System in 2017 to contribute to the analysis
and management of climate and environment-related
risks in the financial sector and to mobilise mainstream
finance to support the transition toward a sustainable
economy. The Task Force on Climate-related Financial
Disclosure was established by the Financial Stability
Board, which is an international body that monitors and
makes recommendations about the global financial
system, with an aim to develop voluntary, consistent
climate-related financial risk disclosures that would
be helpful to investors, lenders, insurance companies,
and asset managers in identifying and managing
financial risks. Moreover, the G20 Sustainable Finance
Study Group, which was formerly known as G20 Green
Finance Study Group, was created to identify barriers
to green finance and improve the financial system
to mobilise private capital for green and sustainable
investment. Global Alliance for Banking on Values
(GABV) is an independent network of banks and
banking cooperatives with a shared mission to use
finance to deliver sustainable economic, social, and
environmental development. Among other initiatives,
Equator Principles (EP), the Impact Investing and
Reporting Standards (IRIS), the Global Reporting
Initiative (GRI) for subgroups of financial products and
services, project finance, and institutional investment
are worth mentioning.

Methods of Green Banking Adoption

Green Banking strategies composes of two
components (i) environment risk management
and (ii) the identification of chances for creative,
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environmentally concerned with monitory goods. Bank
must design adequate methods to identifying the risks
entail in funding ventures to manage environmental
risk. Some of methods of green banking can be (a)
Online Savings account, (b)Paperless Statements (c)
Practice Straight Credit: electronical accept clients
paychecks, electronically acceptance of credit proposal
and its paperless approval (d) Online Bill Payments (e)
Debit and Credit Card Facility (f) Electronic Banking
(g) Mobile Banking (h) Green Loans- Eco-friendly
approval (i)

SWOT Analysis of Green Banking

Constructs | Features

Strengths e Green Banking Saves the time of the
banks and customers by providing
online services

¢ |t generally eliminates as much paper
work as possible by introducing new
and advanced technologies

e Financing solar, wind, hydro energy
programmes, the bank is reducing
carbon footprint from the environment.

Weakness e The cost of construction of green
technologies is not proven enough.

¢ All banks are not coming equally for
the practice of green banking.

e There are some geographical barriers
to the implementation of green banking
practices.

e Lack of knowledge among the
employees is noticed.

Opportunity | e There is an improvement in the
credibility of enterprises if businesses
try to go green.

e |t also contributes to creativity and
there are cost reductions that allow
banks to be more successful.

e |tis understood that not just the
consumer who prefer green, the
employees often feel favorable to
operate in green organisations. They
are going to be more active and they
are going to indirectly will be very
reliable to their organisations.

Threats/ e The green bank need talented

Challenges professional employees to provide
sufficient services, their could be high
operating costs.

e |ts new concept and customers will
take time to adopt this.

e |t requires renewal and recycling
techniques which may be costly.

e Buyers need more experience
dealing with qualified loan officers,
their business transactions are
typically limited to those passing the
transactions. The initial process is
considered to be core challenge of

green banking.
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Green Banking Initiatives by Various
Indian Banks

State Bank of India (SBI)

The State Bank was founded in 1806 as the Bank of
Calcutta and developed the State Bank of India in 1955
when the Federal Banks of India were nationalised.
According to its widespread network of branches
throughout the country and abroad, the bank delivers
a wide range of facilities including financial services,
commercial lending, business banking, wealth
management, pensions, insurance, loans, and credit
cards.

Bank of India SBI has launched a green banking policy
and set up windmills in Tamil Nadu, Maharashtra,
and Gujarat to generate 15 MW power. This is the
primary public bank in India that is in green banking
and encouraging green power projects. Solar ATM has
been installed by SBI. It is the world’s largest installer
of solar ATMs.

Punjab National Bank (PNB)

Punjab National Bank is a bank based in Punjab,
Punjab National Bank was established on May 19,
1894, and is one of India’s oldest banks. It is currently
India’s second-largest commercial bank in terms of
assets and third-largest bank overall (including both
non-public and public sector banks).

Punjab National Bank’s Green Banking Initiatives
include: The bank has begun to use energy-efficient
equipment and has conducted an electricity audit of its
offices. On the other hand, the bank is putting a strong
emphasis on infrastructure development.

Bank of Baroda

It is a state-owned bank in India that was established
in 1908 in the princely state of Baroda. The Bank of
Baroda’s green banking initiatives (a) To minimise
the use of paper in banking procedures, internet
banking, and mobile banking were introduced as
alternative circulation stations. (b) As part of green
banking programmes, improvements such as backup
integration and database and desktop virtualisation
were implemented.

Canara Bank

It is a public sector bank in India that began as the
Canara Hindu Permanent Fund in 1906, changed its
name to Canara Bank in 1910, and was nationalised
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in 1969. The bank operates a nationwide network of
3564 branches and 4000 ATMs. Many green banking
services have been implemented by the bank, including
online banking, telebanking, and mobile banking.
Solar-powered fingerprint ATMs have been developed
in several rural areas.

HDFC Bank

HDFC Bank was recognised in 1994 by Housing
Finance Company and was one of the initial private
sector banks to take permission from the Reserve
Bank of India. Green Banking Initiatives of HDFC Bank
decrease in paper usage by delivering e-transaction
advice to company clients& inspiring e-statements
among retail customers.

ICICI Bank

ICICI Bank is a global financial services company
based in India. A bank was founded as a privately
owned company in 1994. Contribution to green banking
services like mobile banking and net banking, which
reduce the use of paper and save customers time
while also helping the bank reduce carbon emissions,
are part of ICICI Bank’s Green Banking Initiatives.

Suggestions/Recommendations
m  Making consumers increasingly aware via their
website of green banking,

m  Creating media recognition for clients.

m  Subscription to clients with environmentally
biodegradable benefits.

m  By-funding environment-friendly projects more and
more and conducting Bank’s Social Responsibility
programmes.

m  Tointegrate sustainability concerns specific policies
are needed to modify the current management
processes.

m  Develop and Spread the News on a Website
Reducing the carbon footprint by mass
transportation.

m Inform through the Intranet and Public Website of
the Bank



Conclusion

Green Banking has become a buzz word in today’s
banking world. Green banking is a proactive way of
future sustainability, but banks are running behind
their counterparts from advanced economies. Banks
trying to clarify green is tough and there are chances
for customers to accept that the potentials made by
the banks’ team. Several steps have been taken by
the private and public sector banks to reduce carbon
emissions. Banks recognise the problems involved in
introducing green banking in the country

Green Banking now is not only limited to awareness but
also in practice. It is now expected from all schedules
banks that they would not only allocate budget for
green fiancé, green event or green projects under CSR
activities, green marketing and capacity building but
ensure the efficient utilisation of budget allocation.

The green banking engages key stakeholders and
create awareness about green banking and their
impact on the economy, environment and the society.
It involves banks in carbon credit business, wherefrom
services in the area of green development and carbon
credit business can be delivered. The products like
green credit cards, financial concession (solar, bio-
gas, wind and hydro plants) should be provided to
customers for using eco-friendly products and services,
socials clean up campaigns should be encouraged.
Government should provide incentive to first ranked
green unit to measure the practices of green banking,
Bank should encourage environmentally sustainable
technologies that enhance bank’s reputation. Both
banks and government of Nepal should take initiative
to bring awareness among customers regarding green
banking. And, then, Finally, we can say that going
green is the motto of all commercial banks.
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Mohan Ojha

Executive Member
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Human Resources (HR), in simple words, is the
umbrella term that is used to describe the management
and development of the workforce of any organisationn.
The modern history of Human Resources as we know
it starts with the British Industrial Revolution. There
was a time when Human Resources Management
was called the Personnel Management. The term
“human resource management” is of recent origin.
For much of the 20th century, HR was largely unseen
and informal. At present, HR has evolved globally with
many HR professionals working towards building the
HR fraternity. With the entry of foreign joint venture
companies, the HR management concept entered
the Nepali market in the 1980s. It gained momentum
as joint ventures and INGOs came into the scene in
the 1990s. Until the 90s, administration departments
used to oversee employee management and
development. The Nepali organisationn saw the foreign
organisationns working with a separate department
and realised the importance of having a separate HR
department to manage their employees and gradually
started to create one. However, the role was limited to
preparing employee files and, if lucky spreadsheets of
staff data and writing the HR reports of employees.

While the Nepalese organisationn was establishing
the HR department, there was another aspect of HR
that had to be managed; the Industrial Relation and the
labor unions. The era of industrialisationn boomed in
Nepal after the restoration of democracy in 2046 B.S.
Many industries were established and many people
were employed by the industries which gave rise to
the activities of labor unions and the formation of labor
union committees. As the labor unions were forming
in almost all industries, many laws were introduced to
regulate the unions. The labor act and the trade union
act were formed. These unions were more influenced
politically than being result-oriented. Industrial relation
is a different ball game altogether which already is
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HR: Status, Challenges
and Way Forward

. “‘Human Resource Isn't A Thing We Do. It’s the Things
A : That Runs our Business”

a challenging task and when the country went into
civil war it was a testing time for all the industries.
The war had badly hit the economy of the country
and the labor unions having high political influence
made the situation troublesome. The gap between
the employer and the employee widened even more
that they were not communicating properly. In such
times, the HR department had to intervene to manage,
facilitate and make both parties come to a table talk. It
was a challenging time for all but the HR department
had to be there for negotiation, facilitation, and
communication between the two parties. The unions
and industrial relations have improved with the people
getting educated and developing the skillset to facilitate
and manage. However, we still need knowledgeable
resources and people with analytic skills. For this, the
young generation needs to be educated and should be
imposed with knowledge and help them develop the
skillset that is required to act and manage people on
the field.

On one hand, professionals are yet to understand the
importance of HR in the organisationn, and on the
other, they are also yet to understand the link between
the education system and HR. Education plays a vital
role in HR development. It provides students with
tangible skills to direct daily management challenges
in the organisationn. It helps them understand the
functioning of the HR department and channel their
ideas to face challenges like employee relations along
with high-level organisationnal ideas, concepts, and
principles that are required for long-term decision
making. When students are taught and made realise
the unlimited scope of HR they would be willing to
explore those areas and contribute to its development,
they will learn to use the skills across a variety of
situations. With the focus of HR changing from the
administrative tasks to the strategic input and having
a seat at the management table, the new generation



when allowed to learn and develop an improved
mindset can bring in ideas to execute the business. The
academicians and the professionals in the education
industry should include the various syllabus related to
HR in their curriculum with practical implications. The
young minds should not be shown the limited roles of
HR but should allow them to explore, research, and
give them a chance to discover the new avenues of
HR. Currently, such a scenario has developed in the
Nepalese market by colleges introducing such courses
but the implication is still yet to be channeled. Both
the corporate and the educational institutions should
encourage more tie-ups so that the students can gain
first-hand experiences and help them understand the
functioning of the organisationn better.

Managing people effectively is of utmost importance
for any organisationn to have a competitive edge. HR
professionals have to manage people from various
backgrounds, ideologies, and various roles and
responsibilities in an organisationn. With the innovative
roles and new responsibilities of people in modern
organisationns, the HR department in Nepal is also
adapting to the global culture. That being said, the HR
management in Nepal is in its infancy compared to the
development made by international organisationns.
The international organisationns have moved ahead
and are developing different aspects of HR, we in Nepal
still have organisationns with hundreds of employees
but no fully functional HR department. They are not
given enough authorisationn.

While the international organisationns have moved
ahead and are developing various roles for different
aspects of HR, we in Nepal still have organisationns
with hundreds of employees but no fully functional HR
department. They are not given enough authorisationn
to execute the business. It is still in the process
of evolving as people are yet to understand the
importance of HR and accept it as a strategic partner.
Organisationns should consider the HR department
as a strategic partner and collaborate for success. A
general market study shows that the skills gap and
talent shortages have made it clear that the business
is driven by people's power. Employees can be the
biggest investment, the highest risk factor, and are
the greatest asset of the organisationn. The world of
work depends on human capital and it is high time
that the organisationns realise this to build the human
capital and provide strategic inputs for the growth of
the business. Making HR a strategic partner will help
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the management of the company to understand the
employees better.
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HRs should be moved into the leadership table
to help shape the company’s direction and make
strategic decisions. The management should work
with HR collaboratively to move ahead. Only a few
of the organisationns in Nepal have started adopting
this culture and we still have organisationns that
question the existence and the requirement for an HR
department. Such mentality should be discouraged and
create a synergy that drives every task and activity at
an organisationn. The way ahead is the change in the
mindset of employers. The strategic HR professional
will be interacting less with mundane tasks and more
with the highest levels of management. As the focus
is now shifting to Training, Learning, and Development
and investing in the employees’ well-being, the
integration of employee needs with the business goal
is a must. HR, as a strategic partner, will be able to
do so with support from the employers. To build the
human capital and for organisationnal growth, people
in decision-making levels should understand that
HR is a role with multiple hats and can be modified/
diversified to many areas. They understand the people
of the organisationn while watching and working with
the organisationn through highs and lows.

Following is the profile of Mr. Mohan Ojha

m President, Human Resource Society Nepal

m  President, Federation of Outsourcing and Staffing
Institutions Nepal (FOSIN)

m  Executive Board Member,
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m  Managing Director, Growth Sellers Pvt. Ltd.
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Implementation of Fiscal
Federalism in Nepal:
Issues and Challenges
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Former Chief Executive Officer and
Member, Board of Directors, ADBL

The constitution of Nepal 2015 has formally declared the
country a “Federal Democratic Republic” and adopted
the globally accepted principles of fiscal federalism.
Now, the country is on the process of implementation
of fiscal federalism by sharing powers between the
central government, provincial and local governments.
However, in the past, fiscal decentralisation initiative of
Nepal implemented in different time periods failed to
overcome the problems of regional inequality through
efficient public resource utilisation under centralised
and unitary form of government.

Fiscal federalism is concerned with the division and
sharing of public sector powers and responsibilities
among different tiers of governments with proper
alignment of fiscal instruments among these
governments. In our case, as provisioned in the
constitution, the central government is assigned to
collect revenues from various sources like customs
duty, Value Added Tax (VAT), excise duty, corporate
income tax, and personal income tax which comprise
around 80 per cent of the total tax revenue. Likewise, the
major sources of revenue for province and local level
governments are entertainment tax, advertisement
tax and registration charge for land and house
simultaneously whereas property tax, land revenue,
vehicle tax, business tax and house rent tax come
under the jurisdiction of the local level. Similarly, all
three levels of government can collect certain service
charges and fines and penalties concurrently.

As provisioned in Article 228 of the constitution, the locall
government is empowered with the authority to impose
tax for generating income and has access to loans from
fiscal institution prescribed by the law. There is also a
provision of Local Consolidated Fund in every Village
Council and Municipality in which revenues received
from various sources, grants and loans received from
the federal government and province government shall
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be deposited. Likewise, fiscal federalism deals with
the fiscal powers and responsibilities like expenditure,
tax and revenue assignment, inter-governmental fiscal
transfers and sub-nationals government borrowing that
are shared among central, state and local governments.

However, the most critical issue is the management
of equitable distribution resources from the federal
government. As per constitutional provisions (Article
60) the Government of Nepal shall make necessary
arrangements to equitably distribute the revenue
generated by it from its sources, transparency in
distribution of fiscal equalisation grants to province and
local level entity on the basis of their expenditure need,
their capacity in generating revenue and the efforts
made by them.

It is apparent that Nepalese economy is highly
dependent on indirect taxes, international trade taxes,
external grants and persistent fiscal deficits. It is a very
challenging issue to devolve the concentration of fiscal
decision-making power from the federal government to
province and local governments. Thus, this has been
considered as the major challenges are allocation and
distribution of adequate financial resources to every
level of government in federal structure.

There are some other controversial issues also. The
sharing of revenues generated from hydropower
would be a tough controversial issue in Nepal.
Hydropower resources are highly concentrated in a
small number of hill and mountain areas of the country
and uneven distribution of availability in respect of
the provincial geographical territory. It may create
conflict if the revenues generated from hydropower will
not be shared by wide discussion and after national
consensus. The modality of sharing royalties and
profits of hydroelectricity and charging taxes needs
to be developed. In universal practice, the royalties of



hydroelectricity is generally shared by the sub-national
governments and local level and profits and taxes of
hydropower go to the central government.

Therefore, all three major aspects such as tax point
transfers, grant equalisation and distribution of natural
resources among the provinces-involve larger number
of difficult issues which need to be resolved wisely with
wider level of acceptance from the stakeholders.

Furthermore, Nepal is a country having some chronic
issues of poor governance and there is difference in
understanding about fiscal federalism even at the
top running of political leadership. This has made the
country to be making emotional than natural jump to
real sense of fiscal federal structure. At the same time,
in the juncture of new fiscal scenario, the administrative
machinery that is geared toward running a unitary
government will need considerable and revolutionary
restructuring, which is lacking now. In particular, new
capacities are required for provincial-level government
and administration. Some new institutions such as the
National Natural Resources and Financial Commission
at central level, provincial level accounting and
auditing, and additional mechanisms for data collection
and compilation are required for the execution of fiscal
federalism.

The new fiscal system in Nepal should also take into
account the changing face of modern economies
characterised by socialist orientation(as per new
constitution), localisation, globalisation, liberalisation,
widespread use of information technology, a significant
role of market and private sector, and the cooperative
sector, and the remarkable growth of the service
sector. At the same time the new governance system
and structure needs to be conducive to boost up the
steady and slow growth of the Nepalese economy by
harnessing the massive hydropower potential, tourism
development, forest resources, agricultural potential,
infrastructure development, etc.

In execution of fiscal federalism, resource conflict is a
natural phenomenon. However, it can be minimised if
the political leadership at every level is able to manage
the situation and the people’s sentiments. The central
government should have to play an important role in
taking adequate responsibility in the management
and use of natural resources, on the one hand, and in
setting up appropriate dispute resolving mechanisms,
on the other.

FgrraL sanLiviteo I P U

Local governments have a weak revenue base relative
to their expenditure responsibilities and lacking
expenditure capacity. Therefore, the local governments
highly depend on transfers from the centre so that the
provinces have the fiscal capacity to provide reasonably
comparable levels of public services at reasonably
comparable levels of taxation. Therefore, allocation of
means and resources of the country should be done
on the basis of equal justice theory of the states, fair
and transparent through autonomous and professional
agencies.

However, in Nepal, there are many issues and
challenges still to address towards executing fiscal
federalism and federalizing arrangements. Still, there
are many lacking in this respects even one 5 years
term of federal government is about to finish. These are
provincial level institutions lacking, lack of facilitating
infrastructure, lack of technical knowledge and
technical overheads, fiscal equalisation, administrative
and executive capacity, treatment of natural resources
and issue of sustainability, intergovernmental fund
transfer mechanism, etc.

Ceo
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Banking Sector is regarded as one of the most
transparent sectors in Nepal. The banking sector is
treated so because of its legal status, supervisory
process, amount of tax contribution and the timely
financial reporting. As most public companies listed in
Stock exchange are banking sector, implementation
of NFRS in banking sector has been seen a key to
successful implementation of NFRS in Nepal. Full
Fledged NFRS is applicable to all listed and to be
listed entities, multinational companies, and state-
owned enterprises. Although NFRS was implemented
since 2015/16, initially there was only one commercial
bank to implement NFRS. Commercial banks were
forced to implement NFRs only since 2017/18 when
Nepal Rastra Bank amended its Unified Directive 4
requiring all commercial banks to report their financial
statements under NFRS. Until 2016/17, commercial
banks accepted disclaimer of audit opinion for non-
implementation of NFRS. Office of Auditor General
even raised question against Nepal Rastra Bank
which had approved the financial statement of Banks
and Financial Institutions for distribution of dividend
although the disclaimer of audit opinion were issued
by the auditors.

Today, all commercial banks have implemented NFRS,
however the degree of compliance and disclosure is still
a widely discussed issue in the accounting fraternity.
Presently, the applicable NFRS is based on 2013
IFRS. Many adjustments and implementation issues
are publicised as issues relating to first time adoption
of NFRS. However, in reality, those requirements were
already required by old Nepal Accounting Standard.
Some of such adjustments were treatment of proposed
dividend, straight line amortisation for operating lease,
re-measurement of investment property etc. While
major implementation issue of NFRS with regard
to interest recognition and impairment of loans and
advances has been deferred citing tax implication and
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NFRS: How Prepared Are
Banks?

lack of computation models & IT system for computation
of interest and impairment model.

The Changes

Critical areas of NFRS implementation, that is, interest
recognition and impairment of loans and advances,
are currently waived through carve-out. Now, the
more sophisticated method of interest recognition
and impairment specified by IFRS 9 under expected
loss model has been pronounced. The full-fledged
expected loss model under NFRS 9 will be applicable
from 2020/21.

Similarly, another important change in the financial
statements of Commercial Banks is the change in
Lease accounting. The implementation of NFRS 16
on Lease will require banks to recognise right of use
assets for assets which are leased out. This means
the banks which have number of branches will have its
statement of financial position inflated in both assets
and liability side significantly.

Impact of the Changes

Introduction of the expected loss model is going
to change the fundamental aspect our impairment
mechanism. Presently, both the loan loss provision
model suggested by Nepal Rastra Bank and IAS 39
is based on incurred loss model where impairment
is made for loss which has occurred, or objective
evidence of impairment is available. Expected loss
model suggests impairment based on assessment of
expectation of impairment on exposure at default. The
exposure at default may be the date subsequent to
the reporting period and the exposure at default may
be higher than the outstanding exposure at reporting
date. For example, at Ashad End 2078 (reporting date)



exposure may be only NRs. 100 but the expected
default date may be Poush End 2078 (default date) and
the exposure at default may be NRs. 150 (additional
NRs. 50 may result from conversion of non-fund
exposure to funded exposure or drawing of undrawn
facilities). Many bankers argue that the most loans
and advances are collateralised, so impairment will be
lower than as required by Nepal Rastra Bank Directive.
However, collateralisation is not the only consideration
for expected loss model. Fair implementation of NFRS
9 may result higher impairment, especially in case
of project and hypothecation financing and where
customer information and database are adequately
captured.

Similarly, implementation of NFRS 16 on leases is going
to increase assets under right of use assets and liability
side under lease liability. Further, the expenditure will be
higher during initial stage of lease period as compared
to operating lease under straight line basis or current
practices and lower in later period. For example, if
NRs. 200,000 per annum rent agreement for 4 years
is entered into with 10% increment every two years,
the rent expense per annum will be NRs. 210,000 per
annum equally amortised over the period of 4 years.
If NFRS 16 is applied, the initial cost of expenditure
will be Nrs. 230,369 (Finance cost NRs. 60,980 plus
depreciation NRs. 169,389 at 9% discount rate) as
given in table below.

COMMENCEMENT ACCOUNTING

Right of Use AXC Dr 877 556
To Lease Liabilty BTT.
AFTER COMMENCEMENT
Cash Flow Fiarest Lease Liabilty Closing Leass Liabilty
Year 1-Jan-19 77 558 677,550
Year 28-Doc-19 {200,000} (80,980} {130,020} 538538
Yaar 28-Deoc-20 (200,000) “BA68)  {151532) 387,004
Yoear 28-Doc-21 (220.000) (34 830) {185,170 201,838
Year 28-Dec-22 {220,000) (18,165) {201,835) -
Year 2020 |Leass Liabiity Al O 139,020
Finance Cost AIC Dr 80,880
To Bark 200,000
Depreciation AC Dr 169,369
To Accum Dap Lso 1

Understanding and acceptance of Right of use assets,
its treatment under capital adequacy reporting are
issues that remain to be discussed among bankers
and regulators.

Preparation

Looking into the history of NFRS implementation, there
has been a last moment discussion between banks,
NBA’'s committee on NFRS, regulators and ICAN.

NEPAL BANK '._ o T
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Although NFRS is a financial reporting issue, it has
multifaceted impact on the regulatory reporting, tax
liability, dividend distribution and overall understanding
of the financial health of the entity. However, it was felt
that the impact of NFRS has been discussed within
the boundary of closed doors. NFRS suggest multi
fold level of implementation ranging from impact
assessment and disclosure, voluntary implementation
to compulsory implementation. NFRS are implemented
giving ample time for the preparer to prepare and
assess impact of the new standards and sometimes
such timeframe are extended citing the circumstances
and situation for preparation. NFRS 2018 is also
extended till 2020/21 due to Covid 19. But the question
arises on how ready we are for the implementation.
The readiness of the preparation can be seen in the
level of disclosure bank and financial institutions are
presenting in their notes to annual accounts. NFRS
expects banks to compute, assess, comprehend and
even report the possible qualitative and quantitative
impact of the proposed changes in their financial
statement under the topic “New Standards Issued but
not yet effective”. If we review the disclosure of banks,
almost all have reported that the impact is going to be
material, but the impact is yet to be assessed. This may
seem like standard text to be used in the disclosure,
but it indicates that the management has not computed
the impact or has not even bothered to do so. This will
surely result in the last moment hue and cry between
the preparers.

Apart from the technical computation, NFRS even
warrant new IT system or modules and even database
of internal rating of the credit. Another area where
the banks need to introduce additional IT modules
are to compute effective interest rate, recording
of the original effective interest rate and impact in
interest income considering various stages of credit.
Similarly, database of internal credit rating is also key
for impairment testing under expected loss model. As
NFRS implementation requires integrated approach,
the quality of implementation rests under the joint effort
of the multiple departments of the banks ranging from
General Service Department, Human Resource, Credit
Administration, Credit Risk, Information Technology to
Finance. However, considering the level of preparation
of various banks, we are still at the orientation stage of
what is expected loss model. Once the orientation stage
is complete, the fundamental and foremost part shall be
the development of database, models and parameters
to be considered for impairment testing and acceptance
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of such models from the management, governance,
auditors and the regulators. As the implementation
date is coming closer, it is expected that the banks,
rather than preparing for the implementation of NFRS,
will request for deferral of implementation date or for
some carve-out.

Way Forward

We are at the critical juncture where we cannot ignore
NFRS due to national and international commitment
while we are lagging far behind in implementation of
critically important core standards. We are not able to
orient the management about the integrated approach
of NFRS. NFRS has been left as an issue relating to the
Finance Department of most banks whereas in reality,
it is an issue that affects all the stakeholders. Banks
needs to have a clear sense of urgency for preparation
and effective implementation of new standards.
Necessary resources, time and co-ordination must be
warranted by the top management with clear milestone-
based time frame. On the other hand, there are still
legal, regulatory and taxation issues that needs to be
well-discussed in advance with Institute of Chartered
Accountants of Nepal (ICAN), Nepal Rastra Bank and
Ministry of Finance.

Arun Raut is a member of Institute of Chartered
Accountant of Nepal and The Association of Chartered

Accountant of Nepal. Mr. Raut is the partner of one of
the Chartered Accountant firms in Kathmandu.

Ceo
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NFRS and Its Tax
Implications

Following the execution of the new accounting and
reporting standards — Nepal Financial Reporting
Standards (NFRS) — banks started publishing financial
statements that complied with the NFRS rules.

In this article, | would like to outline the main specifics
of the NFRS use by banks and its Tax Implications
that are top priority for any CFOs, accountant or
a finance person working in banks and financial
institutions, external auditors, internal auditors and tax
authorities.

1. Introduction

Nepal Financial Reporting Standards (NFRSs) are
designed to apply to the general purpose financial
statements and other financial reporting of profit-
oriented entities. NFRSs sets out recognition,
measurement, presentation and disclosure
requirements dealing with transactions and events that
are important in general purpose financial statements.

The Nepal Rastra Bank Act empowers the NRB to
regulate financial reporting of the financial sector,
including banks and financial institutions. NRB
Directives no. 4 prescribes formats for financial
statement of banks and other disclosure requirements.
Banks are also required to comply with requirements
of the Companies Act, provided they are consistent
with the Bank and Financial Institution Act. Also,
Section 108 of Company Act 2006 also makes Nepal
Accounting Standards mandatory for all companies.
The prescribed accounting policies have some
changes then conventional treatment that banks have
been following.

With such changes, there are some tax implications
that NFRS brings. We shall discuss implications of
hottest issues are as follows

Bidur Luitel
Chartered Accountant

2. Areas of major implications of Tax

a. Lease
NFRS Requirements
NAS 17 requires Banks to recognize lease
expenses as an expense on a straight-line basis
over the lease term i.e. non-cancellable period for
non-cancellable lease unless another systematic
basis is more representative of the time pattern of
the user’s benefit.
Suppose,

Tax Implications
Tax deduction is allowed only to the extent of
amount mentioned in the lease agreement for the
particular period.

b. Gratuity and Leave Encashment

NFRS Requirements

Bank provides for gratuity on accrual basis covering
eligible employees in terms of Employee Service
Byelaws of the Bank. The plan provides for lump
sum payments to vested employees at retirement or
upon death while in employment or on termination
of employment for an amount equivalent defined
days’ eligible salary payable for each completed
years of service.

Also, the employees of the Bank are entitled to carry
forward a part of their unavailed/ unutilized leave
subject to a maximum limit. The employees can
encash unavailed/ unutilized leave partially in terms
of Employee Service Byelaws of the Bank. The
Bank accounts for the liability for entire accumulated
outstanding leave balance on accrual basis as per
Employee Service Byelaws of the Bank.

Banks are required to calculate the present value
of such other long-term / defined benefits plans of
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employee benefit obligation ascertain the related
service cost that shall be charged to Profit or loss
statement using actuarial assumption.

Tax Implications

Tax deduction is allowed only to the extent of
amount paid into approved retirement fund for
gratuity and leave encashment.

Share Issue Expenses

NFRS Requirements

Banks have the practice of charging share issue
cost to income statement as expenditure. But as
per the requirement of IAS 32, the share issue cost
should be deducted from the paid up share capital.

NAS 32.32 requires, “An entity shall, in general,
different types of costs in issuing or acquiring its
own equity instruments. Such costs may include,
inter alia, registration and other fees charged by
regulators or supervisors, the amounts paid to
legal counsel, accountants and other professional
advisers, printing costs and related rings.

Transaction costs of equity is counted as adeduction
from the amount thereof (net of any related tax
incentive) to the extent they are incremental costs
directly attributable to the equity transaction which
would have been avoided by not having been put
it out. The costs of an equity transaction, which
has been abandoned or has been abandoned, are
recognized as expenses.”

As per the definitions of IAS 39, “Transaction costs
are incremental costs that are directly attributable
to the acquisition, issue or disposal of a financial
asset or financial liability. An incremental cost
is one that would not have been incurred if the
entity had not acquired, issued or disposed of the
financial instrument.”

Share issue cost that is directly attributable to issue
of equity instrument shall be deducted from initial
measurement of share capital.

Tax Implications

Tax deduction is NOT allowed for such expenses,
as they are not charged to Profit or Loss and
deducted from Share premium / Retained earnings
from Statement of Changes in Equity.
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d. Loan Loss Provision

NFRS Requirements

Earlier, the Bank used to categorize as pass,
substandard, doubtful and bad loan on basis of
overdue period of principle and interest. Additional
criteria used to includes personal guarantee
loans, security shortfalls, blacklisting of borrowers,
rescheduled loans etc. In case of margin lending,
100% loan loss provision to be provided if loan is
not good loan.

Currently, the Bank recognizes impairment on
loans and advances as the higher of the amount
computed as per the norms prescribed by the
Regulator and amount determined as per paragraph
63 of NAS 39 following Incurred Loss Model. The
Bank considers evidence of impairment for loans
and advances measured at amortized cost at both
specific asset and collective level.

Further, IFRS 9 requires that credit losses on
financial assets are measured and recognised
using the 'expected credit loss (ECL) approach.
The ECL approach results in the early recognition
of credit losses because it includes, not only losses
that have already been incurred, but also expected
future credit losses — it is a forward looking model.

The fundamental difference between NRB
provision requirements and NFRS requirement is
summarized below:

m LLP guideline of NRB is applied to individual
credits. It ignores the fact that if a borrower has
defaulted in a loan due to financial difficulty of
borrower or any other reason, it is highly likely
that the other loans too will be default.

m  Under the NRB requirements, the bank does
not take into account any collateral that might
be realized in the future in the event of a default.
Even if a loan is categorized as bad loan with
100% provision, a portion of it is recoverable
from the collateral.

m 1% provision is created on the loan and
advances once loans are recognized in
financial statement. But in NFRS, impairment
cannot be recognized unless any past events
indicate the likelihood of loan impairment.



Tax Implications

Tax authorities allow an amount up to five percent
of the amount of loan due to be recovered kept in
the risk bearing fund (loan loss provision to deduct

as an expenses.

NRB NAS 39, NFRs 9,
- Aging Incurred Expected
PETIEUES based Loss Loss
model Model Model
Loan Loss
Provision .
in Financial Moderate | Low High
Statement
Not fully
Depends aIIovv_abIe,
upon level | Allowable as this
Allowable | oo, asitis ve;y model
as per Tax performing | low ﬁ?tﬂfleder
loans expected
losses too.

e. Revaluation of Fixed Assets

NFRS Requirements

Any reserve created from revaluation of assets
(such as Property & Equipment, Intangible Assets,
and Investment Property) is kept under this
heading. Revaluation reserves often serve as a
cushion against unexpected losses but may not be
fully available to absorb unexpected losses due to
the subsequent deterioration in market values and
tax consequences of revaluation.

Tax Implications

No Tax effects shall be given on such revaluation
gain or loss until such property revalued is sold or
disposed off.

Accrued Interest Receivable

NFRS Requirements

NFRS requires that incomes on loans are
accounted for on an effective interest-rate basis.
This spreads the interest and any associated fees
over the life of the loan. The effective interest rate
is the rate that exactly discounts the estimated
future cash payments and receipts through the
expected life of the financial asset or financial
liability (or where appropriate, a shorter period)
to the carrying amount of the financial asset or
financial liability. The calculation of the effective
interest rate includes transactions costs and fees
that are integral part of the effective interest rate.
This requires the banks to consider all contractual
terms of the financial instrument.

FgrraL sanLiviteo I P U

Accrued interest receivable from loans and
receivables having reasonable certainty shall
be booked as Interest Income in profit or loss
statements with corresponding increase on loans
and advances.

Tax Implications
Such Interest income is taxable as per Income Tax
Act, 2058.

Fees and Commission Income

NFRS Requirements

Fees and commission expense relating to
sanctioning of loans such as service fees,
documentation fees etc. are integral to the effective
interest rate and are included in the measurement
of the effective interest rate.

Other fees and commission income are recognized
when the related services are performed. If a loan
commitment is not expected to result in drawdown
of a loan, then the related loan commitment fees
are normally recognized on a straight-line basis
over the commitment period.

Tax Implications
Aforementioned treatment needs no further
adjustment for Income Tax purpose.

Staff Loan

NFRS Requirements

Banks usually, give employee benefits to their
employee through insured or uninsured loan
facilities at subsidized rate of interest or at no interest
rate too. When the transaction price of loan differs
from the fair value of the other market transaction
in the same assets / financial instrument, the Bank
immediately recognise the difference between the
transaction price of loan and fair value as Prepaid
Benefit as deferred assets and amortized it as staff
expenses over the loan period. Bank accordingly
estimates the prepaid benefit in relation to Staff
Loans and advances given under subsidized rate
of interest.

Tax Implications

Such amortized staff expenses are taxable as per
Income Tax Act, 2058.
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T-Bills, Government Bond, NRB Bond and
Investment measured at Fair Value

NFRS Requirements

NFRS requires T-Bills, Government Bond and NRB
Bond investment to be classified under financial
assets measured at amortized cost. Interest
income should be booked using effective interest
rate method.

Tax Implications

Interest Income applying coupon rate on T-Bills,
Government Bond and NRB Bond shall be taxable
income for Income Tax Act, 2058.

NFRS Requirements

Investments in equity instruments are classified as
at FVTPL, unless the Bank irrevocably elects on
initial recognition to present subsequent changes
in fair value in other comprehensive income for
investments in equity instruments which are not
held for trading.

The difference between the opening and closing fair
value is recognized through other comprehensive
income.

Tax Implications

Any dividend income on equity instruments is a
final withholding income and shall not be taxable.
No Tax effects shall be given on such fair value gain
or loss until such investment is sold or disposed off.

Debenture

NFRS Requirements

Financial liabilities that are not held-for-trading and
are not designated as at FVTPL are measured at
amortised cost at the end of subsequent accounting
periods. The carrying amounts of financial liabilities
that are subsequently measured at amortised cost
are determined based on the effective interest
method.

Interest expense that is not capitalised as part
of costs of an asset is included in the ‘Finance
Expenses’ line item.

The effective interest method is a method of
calculating the amortised cost of a financial liability
and of allocating interest expense over the relevant
period. The effective interest rate is the rate that
exactly discounts estimated future cash payments
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(including all fees paid or received that form an
integral part of the effective interest rate, transaction
costs and other premiums or discounts) through
the expected life of the financial liability, or (where
appropriate) a shorter period, to the net carrying
amount on initial recognition.

Tax Implications

Issue cost of debenture shall not be deducted for
Tax purpose. Interest expenses applying effective
interest rate shall be tax deductible.

k. Employee Bonus and Management
Remuneration
NFRS Requirements
Though the bonus provided to employees and
the method of distribution is given by Bonus Act
2030 that takes taxable profit 11 as basis for bonus
calculation, the banks and financial institutions
calculate the employee bonus as a prescribed
percentage of accounting profit. Similarly, banks
often base the performance based remuneration
to their CEO and key employees based on profit
of the bank. Accounting profit of the bank would
likely be very different after full implementation of
NFRS, thus affecting employee's bonus and higher
management remuneration.

Tax Implications
Though the employee Bonus and Management
remuneration will be on higher side, it is deductible
for Tax purpose.

Conclusion

Forms and format of financial statements prescribed
as per Directives No. 4 (of Unified Directives) issued by
Nepal Rastra Bank is a statutory form for mandatory
compliance, thus leaving no area for judgment on
format and contents. This eases comparison and
ensures consistency. So, our effort here it to clarify the
tax impact of NFRS.
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Non-Funded Business in

Bank

Introduction

Modern banking cannot be thought out without non-
funded business. Non-funded activities of a bank are
those in which banks extend various services to
their customers or add their commitments to certain
transactions undertaken by their clients without
deployment of funds against certain charges/fees and
commissions. Non funded facilities can be converted
into the liabilities of bank at any time. So, it is contingent
liabilities to the bank and shown as off-balance sheet
item.

Non-Fund based income is earned by providing a
variety of services, such as trading of securities,
assisting companies to issue new equity financing,
wealth management, profit and loss on revaluation of
assets / foreign currencies, Remittance, Letter of Credit
and Bank Guarantee transactions etc.

Importance

Bank income derives primarily from interest and
commission / fees. Banks charge fees that provide
non-interest income as a way of generating revenue
and ensuring liquidity in the event of increased default
rates. In the face of declining net interest margins,
banks have entered new product areas over the past
few decades, moving from traditional lending to areas
that generate non-fund-based income. The change is
of importance for financial stability. The more unstable
is a bank’s earnings stream, the riskier the institution
is. The conventional wisdom in the banking industry
is that earnings from fee-based products are more
stable than loan-based earnings and those fee-based
activities reduce bank risk via diversifications.

An innovative technology in non-fund activities can
be used to enhance the income of bank. Non-fund
businesses have become core business of any

Arun Sigdel
(Trade Finance Specialist)

commercial banks, where the banks do not commit any
physical outflow of funds. The funds position of banks
remains intact, especially in the situation of liquidity /
credit crunch.

Risks in Non-Funded Business

Risk is the chance that the actual return can be other
than expected return. Risk refers to the variability in
the returns from an investment. When the actual return
equals expected return that there is no risk at all.

Risk taking is an integral part of business and also for
human life. Good fortune does not walk to us; we go
to it by taking risks. Business is a risk, investment is
a risk, unless monopolistic. Return eclipses the risks.
Some of the risks related to non-funded business may
be discussed below in brief:

m  Credit Risk: The risk that a company or individual will
be unable to meet the contractual obligations or the
default risk.

m Liquidity Risk: The risk that a company is unable to
create or raise the funds to meet the obligation.

m Foreign Exchange Risk: The value of foreign
currency appreciated or depreciated.

m  Reputation Risk, Management Risk, Political Risk,
Industry risk, Environment Risk, Competition Risk,
Technical Risk, Legal Risk, etc.

With a careful planning, study of the market, socio-
political scenario, feasibility and other factors potential
risks can be overcome or minimised. In the similar
manner risks can be minimised intelligently through
proper study. However, we should be careful not to take
dumb risks for example going for gambling.
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Discussion on few Non-funded
Products

Under the Non-Funded facilities one of the most profit-
making businesses is Trade Finance.

Trade Finance is one of the most lucrative businesses
to any bank. Trade finance, of course a short-term
credit/ facility availed by a bank to their borrower for
importing and exporting activities, includes various
kinds of loans, advances and facilities required for
imports and exports deals.

To enhance bank’s effectiveness, the realm of Trade
Finance can’t be overlooked. Trade Finance activities
activate the other banking activities also at the same
time. It helps to make income from the other banking
activities too. Trade Finance activity itself can generate
multiple fold of incomes.

Among the many activities of Trade Finance, we
specially discuss on Letters of Credit and Bank
Guarantee in brief.

Letters of Credit (LC)

Inour country the LC transaction is governed by different
national and international rules, laws, acts, directives
and the policies viz. Uniform Customs and Practice for
Documentary Credit (2007 Revision) ICC Publication
600, Government rules, laws acts and NRB directives
as well as bank’s own manual. Now we further discuss
LC with the view of providing introduction.

As per the definition of BAFIA (Bank and Financial
Institution Act, 2073): ‘Letter of credit’ means a letter
written by one bank or financial institution in the name
of any other bank or financial institution stating thereon
to accept cheques, drafts, or bills of exchange of an
specified person within the limit of the amount specified
therein.

Similarly, ICC (International Chamber of Commerce)
defines letter of credit as follows:

“Documentary credit is any arrangement however
named or described where by a bank (the issuing
Bank) acting at the request and in accordance with
the instructions of a customer (the applicant), is
to make payment to or to the order of a third party
(the beneficiary) or is to pay, accept of negotiate bill
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of exchange, (drafts) drawn by the beneficiary or
authorise such payments to be made or such draft to
be paid, accepted of negotiated by a other bank against
stipulated documents in compliance with stipulated
terms and conditions.

Though there are many modes of payment like Advance
payment (most secure for seller), Open Account (most
secure for buyer) and Documentary Collection (secure
for buyer and to a certain extent to seller), the most
reliable, convenient and popular mode of payment is
Letter of Credit or Documentary Credit (most secure
for seller as well as buyer).

So, the letter of credit (or Documentary Credit) which
is commonly mentioned as credit also is a conditional
bank undertaking of payment. This is a conditional
undertaking for payment by a bank to a seller at the
request of the buyer to pay a stated amount at sight or
particular future date against the stipulated documents.

Sec. 49 (L) of BAFIA 2073 has allowed commercial
bank “To issue, accept, pay, discount or purchase
and sell letters of credit, bills of exchange, promissory
notes, cheques, travelers cheques, drafts or other
financial instruments”.

Characteristics of Letters of Credit:

m It is a credit instrument, irrevocable, usually
negotiable.

m |tis a conditional undertaking for payment.

m |t is issued at the request of buyer in favor of
exporter/seller.

m [tdeals only in documents, not in goods, services or
performances. So, documents are to be furnished
as mentioned in LC.

m Itis non funded business and contingent liability to
bank so it is shown as off-balance sheet item.

m [tis commission-based banking business, which is
mostly used in international trading, though local
LC can be used in local trading.

m LC creates confidence and security for both buyer
and seller.

m |t may be transferable or assignable.
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The parties of LC are:

Applicant/Buyer

The customer who applies for opening of a LC.
Beneficiary/ Seller

The party who exports goods to the buyer against the
LC.

Bank

Many banks may involve even in a single letter of credit.
The bank can be classified as:

® Issuing Bank

The bank that issues a credit at the request of an
applicant or on its own behalf.

m  Advising Bank

The bank, usually a foreign correspondent bank of
the issuing bank, which advises the credit at the
request of the issuing bank with authentication.
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m  Negotiating Bank

The bank which makes payment or commits to
make payment to the beneficiary. Reimbursing
Bank

The bank which provides the reimbursement to the
claiming bank as per the authority provided.

m  Nominated Bank

The bank with which the credit is available or any
bank in case of a credit available with any bank.

m Collecting Bank

The bank which collects the fund from the issuing
bank or reimbursing bank as mentioned in
letter of credit.

m  Confirming Bank
The bank that adds its confirmation to a credit upon
the issuing bank authorisation or request.

Types of Letters of Credit

Irrevocable LC

The LC which can't be amended or cancelled by
the issuing bank without prior consent of all parties
involved in LC.

Earlier there is to be Revocable LC (onward 1t July
2007 it is not in use), which means the LC can be
amended or cancelled anytime by issuing bank without
prior consent to the beneficiary.

Confirmed / Unconfirmed LC

The LC which is confirmed by adding the confirmation
by the advising bank or any other bank upon the
request of issuing bank.

The advising bank forwards an unconfirmed LC directly
to the exporter without adding its own undertaking to
make payment, but proving its authenticity.

Transferable LC

The LC which is transferable to another beneficiary
upon the request of the first beneficiary.

Red/Green Clause LC

Red clause LC provides the seller with cash prior to
shipment to finance production of the goods. Similarly,
Green clause LC provides the seller with cash after the
shipment of the goods to meet the expenses to make
available the goods to buyer.
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Sight LC

A sight LC means that payment is made immediately
(within five working days) to the beneficiary upon
presentation of the correct and required documents in
the required time frame.

Usance LC/Time/Date LC

A time or date LC will specify when payment will be
made at a future date and upon presentation of the
correct and required documents.

Deferred Payment LC

In this LC, the buyer accepts the documents related to
LC and agrees to pay the issuing bank/beneficiary in
subsequent fixed dates.

Back-to-Back LC

The new LC that is opened based on an already
existing credit used as collateral. In this LC, the trader
receives LC from the buyer and then opens another LC
in favor of the ultimate supplier.

Revolving LC

With this LC, the issuing bank restores the credit to its
original value once it has been used or drawn down.

Stand-by LC (Guarantee)

It is a kind of bank guarantee where bank will issue
a standby letter of credit on behalf of a customer to
provide assurances of his ability to perform under the
terms of a contract between the beneficiary and the
principal.

Documents called under LC

Letters of Credit transaction is the transaction of
documents.

“Documents” mean financial
commercial documents.

documents and/or

Financial Document:
Drafts (Bills of Exchange)

The bill of exchange, commonly referred to as the
draft or the bill, is an unconditional order in writing,
signed and addressed by the drawer (the exporter
usually) to the drawee (the confirming bank or the
issuing bank usually), requiring the drawee to pay the
drawer a certain sum of money at sight or at a fixed or
determinable future time.
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Commercial Documents:
Commercial Invoice

The commercial invoice is a record or evidence of
transaction between the exporter and the importer. It
is similar to an ordinary sales invoice, except some
entries specific to the export-import trade are added.

The commercial invoice is made by the beneficiary
mentioning the description of the goods, quantity, rate,
discount and total amount as stipulated by the credit.

Packing List

The packing list is an extension of the commercial
invoice. It must be matched with the commercial invoice
and shipping document. The exporter or his/her agent-
the customs broker or the freight forwarder-reserves
the shipping space based on the gross weight or the
measurement shown in the packing list.

Transport Documents

This the document showing the evidence of receipt of
goods. Different names are given to different mode of
transport.

A) Bill of Lading (B/L): for sea/ water movement,
There are three main functions of bill of lading:

i) Itis evidence of contract of freight.
i) Itis areceipt for the goods.
iii) Itis a document of title to goods.

B) Air Way Bill: for the movement of goods through
airlines.

C) Truck/ Consignment Note/ Railway Receipt
Truck/ Consignment Note / Railway Receipt is used
when trade is between two neighboring countries
physically attached together.

D) Postal/Courier Receipt: Dispatched through post or
courier.

E) Multimodal Transport Document (MTD) : Movement
of goods through more than one mode of transport.

Risk Covering (Insurance) Documents

As the name indicates these are the documents, which
represent the insurance cover against the physical
risks to the goods that are moving from exporter to
overseas Importer.



Certificates of Origin
The certificate of origin is a document certifying the
country in which the product was manufactured/ grown.

Miscellaneous:

In addition to these documents, credit may call for
other documents, viz. weight list, quality and quantity
certificate, inspection certificate, etc. If credit does not
stipulate such documents, bank may refuse to accept
or simply pass them. The documents presented under
the credit must be complete, conforming with the terms
of credit.

Bank Guarantee or Guarantee

Meaning

Guarantee business in our country is also governed
by different national and international rules, laws,
acts, directives and the policies viz. Uniform Rules for
Demand Guarantee -758, Government rules, laws acts
and NRB directives as well as bank’s own manual.

Guarantee is assurance for some act or fulfillment
of commitments. Guarantee however assures for
compensation in event of non occurrence or non
compliance of some obligation and possible loss arose
out of such act. In modern age trading activities play
vital role contributing to economic development of the
country.

URDG 758 defines “Guarantee means any signed
undertaking, however named or described, providing
for payment on presentation of a complying demand;
Counter-Guarantee means any signed undertaking,
however named or described, that is given by the
counter-guarantor to another party to procure the
issue by that other party of a guarantee or another
counter-guarantee, and that provides for payment
upon the presentation of a complying demand under
the counter-guarantee issued in favour of that party”.

Guarantee is definite and irrevocable undertaking by
the bank on behalf of customer(s) to make payment to
the beneficiary on demand in case of default or non-
compliance of the job so specified in the Guarantee to
the limit of amount so expressed. However, guarantee
issued by a bank never guarantee completion of the
job but guarantee financial compensation to the
beneficiary.
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Sec. 49 (1) G of BAFIA 2073 has allowed commercial
bank to issue guarantees on behalf of its customers
and getting executed necessary bonds with such
customers in consideration thereof, obtaining security,
and acquire their movable or immovable assets as
collateral or on mortgage, or the assets of third persons
as collateral and to acquire, accept the assets holding
as security and to carry on other related transaction.

Features/ Contents of Guarantee

A bank guarantee is a legal document to facilitate
the principal and a surety to the beneficiary. A bank
guarantee should be clear precise and has to specify:

The principal

The beneficiary

Transaction which the guarantee is for
The limit of the guarantee or maximum amount to
be covered by the guarantee

The currency of guarantee

The expiry date of guarantee

The completion date of the work or event
The terms of demanding payment

. Any specific or mandatory requirements
10. Provision of reduction or relaxation

powbdpP
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Operation Chart of Bank Guarantee

Bank Guarantee Transaction

& "
\- 1-Underlying Transaction %

Principal Beneficiary

>

LT

2-Instructions 3-Demand Guarantee

Guarantor

Parties and process of bank
Guarantee

A minimum of three Parties:

m |Principal - the Applicant

m |Guarantor - the Bank

m [Beneficiary — the firm to which the guarantee is
issued.

85" Anniversary Publication, 2078



The bank before issuing any guarantee has to take
adequate security or be satisfied with the credibility or
credit worthiness of the client (the principal).

Types of Guarantees

1. Bid bond guarantee
Beneficiary wanted required job to be completed
in possible minimum cost. To minimise the cost
a bidding process is followed, to assure the
participation of reasonable bidders and to make
sure the bidder does not leave the bid once it is
finalised the employer ask for bid bond guarantee.

2. Performance guarantee
Once the job is assigned to the account party,
there is risk of not completing the work either within
time, cost or as per agreed terms, in such case
the employer or beneficiary, to make sure of the
performance requires guarantee to cover possible
loss arising out of the act of the account party.

3. Advance payment guarantee
In business transaction sometimes the debtors ask
for advance payment for their supplies or services
and the creditors ask for guarantee of their supply
or work for the advance payment. The debtor in
such case has to arrange for advance payment
guarantee.

4. Retention guarantee

It is common practice in contract process to retain
certain portion of invoice amount or running bill
payments by the employer to cover any cost
arising out of defect in work or supply. The supplier
or principal do not want to leave a huge chunk of
money idle with the employer instead retention
guarantee is provided to the employer for correction
of defect if any.

5. Warranty / Maintenance guarantee
Either to cover the required maintenance after
completion of work or supply for some period the
beneficiary wants guarantee and the supplier has
to arrange for maintenance guarantee to cover the
cost of maintenance till the time so agreed.

6. Customs guarantees

Any goods imported in the country have to be
imported by paying custom duty. Sometimes certain
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goods are brought in the country not for sale but
for the purpose to demonstrate, exhibit and take
back or export. In such situation the importer has to
make arrangement of custom guarantee to assure
the custom authority that the goods if not taken
back/ exported will be liable for custom duty.

7. Shipping Guarantee
This is undertaken by a bank to indemnify the
shipping company against any liability that arises
as a result of releasing imported goods to the
consignee without the documents of the title (BL).

Conclusion

Non-Funded business are lucrative business to any
bank. Non-funded business activates other activities
of the bank too. It reduces the concentration risk with
diversified portfolio. Among many products of non-
funded business, trade finance business is one of the
most effective products. Trade activities give a good
shape to the bank as a whole.
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Organizational

Citizenship Behavior

There are numerous working patterns among
employees. Some staffs work effortlessly without
wasting a single minute of work hour. Some have
a tendency of working within office hour, leave the
responsibilities for another day whereas some get
ready to work till the work gets accomplished. Some
staffs do not require external motivational factors to get
their assigned tasks done. They have motivations within
themselves to accomplish their tasks. They are always
ready to give their extra effort to meet deadlines, to
help their co-workers to attain their works, to participate
in voluntary tasks outside works etc. This behavior is
known as organisational citizenship behavior (OCB).

OCB is a term that is used to describe all the positive
and constructive employee actions and behaviors that
aren't part of their formal job description (Verlinden,
2021). Itis not forcible part of their assignment. It is any
tasks that staffs perform as per their own free willpower
which ultimately benefits the organisation. It is optional
and non-required contributions by the employees of
the organisation.

Dennis Organ (1988) defines OCB as “individual
behavior that is discretionary, not directly or explicitly
recognized by the formal reward system, and that in
the aggregate promotes the effective functioning of the
organisation”. The five most common organisational
citizenship behaviors, according to Organ, are as
follows:

Altruism

Some employees finish their tasks and leave, whereas
some employees help other employees to complete
their task sooner. They help the coworkers without
expecting anything in return. This is called altruism in
the workplace. It also means being helpful, assisting
new staffs and providing time to co-workers. Altruism

Sarina Maharjan
Branch Manager, Hattigauda Branch
Nepal Bank Limited

helps to strengthen working environment and boosts
cooperation among staffs.

Courtesy

Some employees tend to be polite and courteous
whereas some tend to be rude to co-workers and
customers. People prefer to approach to polite
employees for any works whereas they hesitate
to approach rude employees. Respecting others,
being polite and helpful, appropriate communication,
apologizing during mistakes are some courtesies
required in the workplace. It helps to prevent conflict
at workplace.

Sportsmanship

At workplace, some employees show anger when
things go wrong whereas some stay calm. To be able
to remain in good spirit even in the time of annoyance,
frustrations and worse times is sportsmanship. Instead
of unproductive complains and gossips, constructive
feedbacks are required at workplace. Sportsmanship
is the capacity of being able to deal with several
situations.

Conscientiousness

Conscientiousness in OCB means performing
more than minimum level of work. Some staff reach
workplace earlier than work-hour to complete their
assigned tasks. They get ready to stay after office hour
as well to meet deadlines even without instructions of
their seniors. Self-discipline and self-control are the
examples of conscientiousness. This trait helps to
minimise errors, utilise time efficiently and boost work
environment.
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Civic virtue

Some employees tend to backbite and whistle-blow
regarding their workplace whereas some employees
spread positive messages about their workplace.
When employees represent their organisation in
positive way, it is civic virtue. It is about supporting
the organisation they are associated with inside and
outside the organisation. It can also be demonstrated
by participating in corporate events and various
programs organised by the organisation.

Advantages of OCB

Organisations could not survive or prosper without their
members behaving as good citizens by engaging in all
sorts of positive behaviors. Because of the importance
of good citizenship for organisations, understanding
the nature and sources of OCB has long been a high
priority for organisational scholars (Organ, 1988). It is
widely accepted among contemporary organisational
behavior theorists, that organisational citizenship
behaviors have an accumulative positive effect on
organisational functioning (Wagner & Rush, 2000).
Followings can be pointed out as the advantages of
OCB:

Work satisfaction

Employees do not connect their work with
remuneration only. They attempt to make their work
environment smooth by pouring additional efforts.
Fundamentally, OCB leads to higher job satisfaction
among employees. Job satisfaction has been found
to have a positive relationship with job performance
and OCB. Which in turn has a significant influence on
employees’ absenteeism, turnover, and psychological
distress (Davis, 1992).

Employee productivity

Employees feel that their works are crucial. They always
keep their work as a central part. As the employees
strive to give more than 100% of their efforts, it
enhances employee productivity.
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Employee performance

Employees have choice to prioritise their tasks. They
have self-control over their works. Since, the employees
attempt to do their best, assist their co-workers to
complete their tasks, it yields to better job performance
and employees’ well-being.

Organisation growth

Employees are self-disciplined and self-motivated.
They do not need any factors compelling them to run
their tasks. Hence, it ultimately boosts organisational
growth.

High morale

OCB has significant impact in strengthening bonds
between co-workers. Collaboration between staffs
leads to a healthy working culture. As the employees
support each-other to get their works accomplished, it
maintains high morale among them.

Stress buster

As the employees have sense of co-operation among
each other, they remain stress-free as they can achieve
the organisation goal prompter. They have feeling of
worthy work space. The workers go ‘extra mile’, they
are ‘easier to work with’, they ‘help out with the extra
little things’ without any complains, which creates
stress-free working environment.

Managers or leaders should demonstrate OCB in
order to set examples to their subordinates. Sound
evaluation and reward system also encourages OCB.
But it not necessary that reward system should exist to
reassure this behavior. It is the free flow of action from
the employees themselves for the furtherance of the
organisation without any greed for individual benefits.
OCB is not the part of work obligation. It is generally a
voluntary nature. Moreover, it is indispensable for the
sound growth of organisation. It should be established
as an inherent part of work culture. However, it should
not be over-regulated. Employees should have free
choice to apply it. They should also understand that
the ultimate benefit of following OCB is not only for the
organisation but for them as a whole. Thus, encouraging
OCB in the workplace is indispensable.
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1. Introduction

Today’s business environment is very dynamic and
endures quick fluctuations as a result of technological
innovation, increased awareness and demands from
customers. Over the last decade, the literature has
stressed the various roles of IT in essentially fluctuating
the way organisations operate and in generating a
deliberate impact. One of the more important roles
of IT is in extending the enterprise. IT can be used to
alter organisational boundaries, interorganisational
relations, and marketplace competitive and cooperative
practices (Konsynski, 1993). Organisations, especially
banking industry of the 21st century operates in a
multifaceted and viable environment categorised
by these changing conditions and highly impulsive
economic climate. The application of Information
Technology (IT) concepts, techniques, policies and
enactment strategies to banking services has become
a subject of essential standing and concerns to all
banks and indeed a precondition for local and global
competitiveness. Financial technology (Fintech) is
flourishing as startups in the space attach major trends
like big data, mobile, and social networks.

The banking industry all over the world has witnessed
tremendous changes linked with the developments in
Information and Communication Technology (ICT) over
the years. Global Banking Industry has experienced
high influx rate of foreign investment in past years.
Banking operations are characterised with complexity
and competition. This sector has seen considerable
transformation in the 1980s starting from the United
States, then Europe and now the global village. The
main forces behind this significant transformation in
the banking industry, according to Reixach (2001), are
deregulation and innovation in information technology
(IT). Woherem (2000) claimed that only banks that
overhaul the whole of their payment and delivery
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systems and apply ICT to their operations are likely to
survive and prosper in the new millennium.

Organisations specially banking industry, to remain
competitive, there is the need for a scientific approach
in operations. One such an approach is information
systems investment. The Financial Services industry
is the major investor in the information Technology in
the US economy. The Typical bank invests as much as
15% of non-interest expenses on IT. (Lorin et. al. 1998).
The technology investment has increased by 6.6%
globally in 2021 according to Gartner’s global forecast
of technology spending in the banking and securities
industry in 2021, (Source: Gartner 2020).

Moreover, developing global trends in international
trade has had an important influence on the critical role
of the global banking sector over recent years. Banks
experience a challenge in terms of finding the right IT
investments to increase their competitive power and
satisfy demand of new customers in various countries
(Cornaggia et. al. 2015).

2. What is IT Investment Management
(ITIM)?

Information Technology Investment Management
(ITIM) is a management process that provides for the
selection, control and evaluation of business/service
need-driven information technology (IT) investments
across the investment lifecycle. ITIM uses structured
processes to minimise risks, maximise return on
investments, and support business/service decisions
to maintain, migrate, improve, retire or obtain IT
investments. In addition, ITIM establishes a common
language for the organisation to:

m Organise IT investments and define their business
value



m Evaluate and prioritise the investments
m Effectively manage change

Figure below depicts the fundamental phases of the
IT investment approach. The select/control/evaluate
model provides the key foundation for IT investment
decision-making.

?
How do you know
you have selected
the best projects?

?
How are you
Evaluate ensuring
Phase that projects

deliver

* Conduct benefits?

reviews )
- Make adjustments

Are the systems
delivering what
you expecfed?

Figure 1: Fundamental Phases of the IT Investment
Approach

1. During the first phase of selection, organisation
(a) selects those IT projects that will best support
its mission needs and (b) identifies and analyzes
each project’s risks and returns before committing
significant funds to a project.

2. During the second phase of control, organisation
ensures that, as projects develop and as investment
costs rise, the project is continuing to meet mission
needs at the expected levels of cost and risk. If the
project is not meeting expectations or if problems
have arisen, steps are quickly taken to address the
deficiencies.

3. During the final evaluation phase, actual versus
expected results are compared once projects have
been fully implemented. This is done to (a) assess
the project’s impact on mission performance, (b)
identify any changes or modifications to the project
that may be needed, and (c) revise the investment
management process based on lessons learned.

3. Impact of IT Investment on
Organisational Performance

Assessing the impact of information technology
(IT) investment on organisational performance has
been a tedious task. But, many previous research

of relationships between information technology
investment and organisational performance has proved
that there is a positive and significant relationships
between certain of the IT investment measures and
organisational performance components, indicating
that organisations with greater levels of IT investment
also had higher performance, as measured by return
on investment, return on sales, sales per employee,
sales by total assets, and market value to book value
(Mohmood,1993). Brynjolfsson and hitt (2000) in their
research suggested that IT lowers the operational
costs of the banks in the long run. Yet another research
conducted by Kozak in 2005, to find the influence
of Information Technology on the profit and cost
effectiveness of the banking zone during the period
of 1992-2003, depicted positive relationship between
the executed Information Technology and productivity
as well as cost savings. Many other researches in
IT investment have justified that the organisation’s
financial performance will be better if the investment in
IT in the organisation are used effectively and efficiently.
(Hendra et. al., 2018). Therefore, if the investment
in IT is strategically managed, from the top down then
performance of an organisation could be substantial.
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4. Evaluation of IT investment

Traditional accounting methods used for evaluating new
information technology (IT) projects by means of Net
present value (NPV) and Internal rate of return (IRR)
have been criticised in the academic and practitioners’
literature as being inadequate. This is because these
methods do not quantify benefits that are considered
to be intangible (Anandarajan, A., 1999). When
implementing IS/IT systems in organisations returns
of IS investments may be tangible or intangible,
and it is very difficult to predict the uncertainty of a
developing project (Land, 1982). In addition, according
to Symons (1991), IS are complex social systems,
affecting organisational, economical, and social sides
of the organisation. Evaluation is always affected by
subjective judgements, assumptions, criteria and time
horizon as well as bias of information. These are a few
of the difficulties limiting the scope of an evaluation,
creating the need for a formal applicable evaluation
process that is able to overcome such obstacles.

Therefore, many researches in the area of IT
investment evaluation have highlighted the importance
of Real Option Analysis (ROA) as an) allows important
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tool ROA to evaluate IT investments enthusiastically.
ROA (Real Option Analysis IT managers to understand
the dynamic impact of risk and the contingent nature of
follow-on investment decisions, both of which are likely
to be of great value to IT executives.

In practice, the application of real options has proven
difficult, though not impossible. Several case studies
have been published, describing how to evaluate and
interpret the options value of an IT investment. For
example, Benaroch, 2001, examined an electronic
banking, point-of-sale deployment using ROA. There
are number of parameters, which must be carefully
considered such as future cash flows, volatility of cash
flow, etc. in such case. There are flexible options for
project investment which could be adopted through
ROA such as options relating to project size, options
relating to project life and timing, option relating to
project operation.

5. Management of IT Investment Risks

Firms investin two types of technology options -- growth
options and operating options (Kogut & Kulatilaka,
1994). Growth options are usually the product of
strategic platform (infrastructure) investments that
produce indirect, long-term payoffs in the form of future
business opportunities. These options are produced by
investments that aim at developing core technologies
and/or building experience with promising technologies
that could become the drivers of future organisational
capabilities. By contrast, operating options are common
to all kinds of technology investments, and especially
ones that yield direct measurable payoffs. Operating
options (defer, abandon, lease, etc.) offer management
the flexibility to adapt traits (timing, scope, scale, etc.)
of a technology investment to unforeseen conditions.
Different forms of risks arise in undertaking strategic
IT projects. These risks need to be recognised, and in
some cases, the risks can be circumvented, through
out-sourcing and joint development, or by investing
sequentially and scaling the project up or down as
uncertainties become resolved.

Instead of illustrating traditional options by calculating
NPV and IRR to analyze IT investment risks, there is
a growing acceptance of real options analysis (ROA)
as a modern approach to IT investment risk analysis.
Several information systems (IS) researchers have
tried to apply ROA to IT investment decision-making.
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Clemons and Weber, 1990, have recognised early on
the role that real options (deferral, piloting, outsourcing,
abandonment, etc.) could play in managing information
technology (IT) investment risk. Therefore, application
of ROA to optimally configure an IT investment in light
of risks is mentioned described below in this report.

This section illustrates an example of how option-based
methodology for managing technology investment risk
is applied to an information technology (IT) investment
involving the establishment of “Online-Based Service
Delivery of Loan by XYZ Bank”. Explanation suggests
only two steps in the ROA methodology, (1) Define the
investment and its risk profile; (2) Recognise shadow
options and use them to identify investment-structuring
alternatives.

Consider a simple investment opportunity involving
the establishment of “Online-Based Service Delivery
of Loan by XYZ Bank”. The investment goals,
requirements, assumptions and risks are summarised
below, along the main stages in the investment lifecycle.

1. Recognition stage: An opportunity exists to create
online service delivery channels to XYZ bank’s
loan customers. There are lots of opportunities
to customers with online service delivery options.
However, there is uncertainty about how much
demand this new service can generate.

2. Building stage: Developing an online service
delivery platform entail building a core front-end
application (using HTML and/or Java) and linking
it to legacy systems in the back-office. This stage,
too, involves risks. First due to internal staffs
less expertise and second due to internal staff’s
slowness and resistance to adopt new system.

3. Operation stage: The online system offers different
services to XYZ bank’s customers. The risk here is
that, customer use of this new system might be too
low or significantly higher than expected.

Given, these investment requirements, assumptions
and risks, the goal is to maximise the investment value
by identifying a good way to structure the investment
using carefully chosen real options.

5.1 Mapping Investment Risks to Real Option
Analysis (ROA)

The key to identifying shadow embedded options is

the risks that these options can control (Clemons and

Weber,1990) identified the key risk factors common to
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many IT investments. These risk factors naturally fall into the three risk categories: (1) firm-specific risks — monetary
risk, project risk, functionality risk, and organisational risk; (2) competition risk; and (3) market risks — environmental
risk and technological risk. Table 1 lists these risk factors and shows how they map to specific real options that
can control them. Of course, this list of risk factors could be revised and expanded to fit the profile of any specific
organisation, IT organisation, and/or type of IT investments.

Table 2 summarises part of the outcome of the second step in below presented methodology. Of all the risks listed
in Table 1, the risks in the target investment are mainly due to uncertain market factors and software development
capability factors. In this respect, the example makes explicit two earlier observations. First, the identification of
risks is anchored in the investment requirements and assumptions; e.g., the presence of project risk P1 (Table
2) is tied to the need for linkages with legacy sales systems. Second, steps 1 and 2 are somewhat intertwined;
e.g., identifying environmental risk E3 in step 2 requires returning to step 1 to clarify assumptions about how the
investment might be expanded in the future (Table 2).

Having recognised the relevant shadow options, it has been suggested to proceed to identify subsets of these
options that permit structuring the investment in ways that mitigate the identified risks. Recall that sometimes not
all the risks present can be controlled by any single investment-structuring alternatives, in which case risks must
be traded off against each other. Moreover, not every recognised shadow option is necessarily worth considering.
For example, the option to outsource can mitigate project risk P1 (Table 2), but it may not be relevant for various
reasons. If the Web-based application is also expected to have strategic growth options that could open new Online
service delivery opportunities, outsourcing may undesirably suppress these options. Additionally, outsourcing may
not be the best way to address project risk P1, because legacy systems are linked to core business processes.

Table 1: Risk Factors Inherent in IT Investments Mapped to Operating Options that can Control Them

s c
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M1-Firm cannot afford the project-financial + +
exposure is not acceptable
Monetary M2- Expected costs are not in line with project
. - . + + + +
(Financial) benefits
M3- costs are no longer in line with project + +
benefits
9
£ P1- Staff lacks needed technical skills + + + + +
Df.J Project —
= P2-Project is too complex + + + +
(8]
[} . . .
& Functionality F1-Wrong d93|gn (eg. Analysis failed to access + + + +
c correct requirements)
o o Ol-uncooperative internal parties + |+ |+ +
Organisational : -
O2-internal parties slow to adopt system + + +
C1-Competition could act before the firm (since + +
it has necessary resources)
Competition — —
C2- response of competition could eliminate the + + + + +
firm’s strategic advantage
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E1- Action of regulatory body + + + + +
E2- Customers may bypass or threaten to + + +
develop their own system
E3- Failure to react to demand in excess of + +
) expectations
Environmental
E4- customers response may overwhelm the + + + + + +
system
E5- Customer demand is (will be) lower than
+ + + + + +
expected
9 E6- Environment changed requirements + +
0
% T1- System may be infeasible with current IT + + + + + + +
[J] .
= Technological T2- System might not remain feasible if current
+ + + + +
= IT become obsolete

Table 2: First Two Steps of the Methodology Applied to the Internet Sales Presence Investment

Stage Key Risks/Opportunities Potential Shadow Options
. e Environment (E5) — low Customer Demand of Defer
Recognition . )
service Explore (Pilot)
e Technical (T2) — HTML is easy and cheaper but * Stop-Resume (S"?‘” with building Iink_ages
limited scope (use JSP .net instead) to legacy back-office system to give time to
' build JSP.net skills
_— e Project (P1)- Staff lacks needed JSP .net skills Explore
Building . : T Outsource
e Project (P1)- Staff lacks experience with linking Stop-Resume (Start with building linkages to
web application to conventional back-office system P-Re&: g 9
back-office system
L S Explore (Other options of service)
e Organisation (O1) — non-cooperative internal staffs Defer (Build good project team)
e Environmental (E5) -Low customer demand for * ?Vlit)Ch use (opt for other service delivery
service ys. . .
Operation e Contract (support delivery service only)
¢ ng;{ggngti;gi?tg dngh customer demand for e Expand (Add push-technology for service)

6. A Way-Forward

The Internet itself has created numerous opportunities: to reengineer legacy business/operation processes,
announce online products and services, scope new customer sectors, and restructure existing business models.
The prospects seem boundless, but the resources required--capital, IT expertise, management focus, and capacity
for change are not.

Traditionally, business/service organisations justified a given project by presenting a strong business case. But with
IT's growing strategic importance, organisations must now weigh individual ROIls against demands for organisation
wide capabilities and must assess opportunities to leverage and improve existing systems and infrastructures,
create new capabilities, and test new business models.

A wave of IT-enabled initiatives, from business-process reengineering to enterprise-resource planning, has elevated

the importance of investing strategically in IT. A broadened perspective to IT investment is crucial for businesses/
service industries attempting to harness the power of IT in shaping business opportunities. In a summary, if the
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view upon IT investment management is considered as
a corporate rather than a departmental issue then the
impact of IT on an organisation’s profitability could be
significant.
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Performance-driven Public Service: A
paradigmatic Change

The traditional bureaucratic values in public institutions
are challenged by the system of performance-
driven public management these days. The key logic
behind such challenge includes the bureaucratic
approach having predomination of process and rule-
driven tendencies, process rationality, impersonal
accountability and status-quo leading the resistance
to change and transformation. Likewise, it is generally
assessed as a mechanism that relies on rigidity,
centralisation, hierarchy and formality without due
concern for competitive performance and results along
with market-responsiveness. In the bureaucratic
system, there is a critical lack of integration between
the organisational interest and the market interest
with respect to production and delivery of goods and
services to responding to the competitive market
situation.

The emerging trend of public sector management has
pushed forward from Weberian bureaucratic style to an
efficient, result-based and market-responsive system of
public management. The implications of different factors
of change resulting to such transformation include the
globalisation and economic liberalisation, the need for
a professionally competent public management for
achieving competitive ability, increased accountability
for performance and the need for competence in
response to the public service market. Originally, this
change in management was initiated by the principle of
Scientific Management during the nineteenth century
in course of the association of industrial performance
efficiency. This was backed by the economic incentive
system to the performing employees as an instrument
of positive reinforcement to support morale and
motivation. Later on, the New Public Management,
since 1980s, has established the norms and values of
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Performance-Based Incentive
System for Employees: Strategy
for a High-Performing Public
Sector Bank

performance-based compensation system. The New
Public Management, for the first time, reinforced the
performance management system in the public service
through incentivisation of performance and established
the performance-based accountability system for
improving public sector performance.

Bank as a High-Performing Institution:
Means of Competitive Positioning

Performance management challenges in the banking
sector continue to escalate since it is asking for a high-
performing sector in the context of competitive service
dynamics, extensive application of advanced digital
technologies, and growing pressure for networking and
innovation. A high-performing institution is a conceptual
framework for organisations that lead to improved,
competitive and sustainable institutional performance
that is impressed by managerial values in place of the
bureaucratic model. The culture and management of
such institution support flatter hierarchies, teamwork,
diversity and adaptability to the environment.

There are certain features that position any organisation
as a high-performing one. Such features include
transformative leadership, strategic focus for long-
term effectiveness, and an adaptive capacity towards
changes to meet business environment needs. These
institutions are flexible, customer-focused and able to
work highly effectively in teams with the capacity of
a professionally competent workforce. Further, such
institution is backed by the performance management
system with accountability for results, change
management capacity, collaborative strengths and
promotion of innovation for continuous improvements.
So, a high-performing bank needs to be customised
and calibrated with systems, capacities and cultures
that lead to competitive performance in the banking
market.



Performance Management System:
Driving Approach for Banking Sector
Effectiveness

Managing performance has been a significant issue of
public sector business for a long time. It has gained more
attention due to continued high competitive business
environment. Conceptually, the banking performance
is explained in terms of achievement of the competing
goals set forth by the bank within the agreed time
with competitive cost structure, quality of service and
coverage of market. Each banking institution aims
at becoming an effective provider of services and
products to compete well in the industrial market. In this
respect, performing bank employees play a vital role in
improving efficiency and effectiveness of the banking
system at the strategic, structural, operational and
behavioural levels for gaining the overall satisfaction
of the market. From a bank’s perspective, efficiency
measures the productive performance of banks and not
only their financial performance, whereas effectiveness
is the ability of bank to achieve the desired or expected
result to realise the goals and objectives.

Theories of Employee Motivation and
Performance-based Incentive System

Incentives as the tool and instrument for improved
performance has been elaborated and put into the
conceptual framework of the theories of employee
motivation with the view that incentives liberate the
will to work with a sense of desire and commitment,
and drive for goal-oriented performance and
accomplishment. Performance-based incentives are
worth to be evaluated from the perspective of intrinsic
and intrinsic motivation, rational motivation, expectancy
motivation and achievement motivation. The logic
of work motivation is that incentive leads to effort for
achievement with impact on improved performance and
satisfaction and giving effect to dynamic equilibrium
and cycle for reinforced motivation for performance.
Mainly, the job-based, work engagement, cognitive
and behavioural theories of motivation focus on linkage
between incentives and performance. Principles
of equity, expectancy motivation, social cognition,
reinforcement and goal setting do advocate for the
performance-based incentive system.

In human resource management, motivation theories
have set correlation between the performance-based
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incentives and employee motivation. The Expectancy
Theory of motivation focuses on relationship between
employees’ work motivation, which manifests work
behaviour determined by the value and the probability
of achieving the benefits in due course of performance.
The value chain explained by this theory clearly
establishes the logical links: expectancy leads to effort
and thereby performance; instrumentality leads to
performance and thereby outcome; and valence leads
to an outcome and thereby rewards.

The Goal Setting Theory of motivation is important
in the performance management system because
it essentially links work performance with the goal
set for competitive outputs, and thereby designing
the system for employee incentives. Especially in
designing performance agreements, specific, clear
and challenging goals lead to greater output and better
performance with assurance to accountability for
results that supports incentivizing performance.

The Reinforcement Theory of motivation stresses on
the work behaviour influenced and determined by
the performance consequences in terms of reward
or sanctions. This shapes the performing behaviour
of employees by reinforcing desired performance
or extinguishes non-performance that has critical
implications on incentives for performance, monetary
or non-monetary.

Performance-based Incentive System: A
Tool for a Performing Bank

Performance in the public sector is interpreted as the
capability of the public sector agencies to acquire
resources economically and use those resources
efficiently (input-output) and effectively (output-
outcome) in achieving the goals of public satisfaction
and governance effectiveness. It is the systematic
ability that translates actions into outputs and results
by logically and rationally linking inputs and process
with the outputs. It is the accomplishment of a given
task measured against preset known standards of
accuracy, completeness, cost, speed and satisfaction.
It generally asks the simple question “Did you get the
job done?” And it tries to get a logical answer of this
question.

Managerialism in the public sector management has
continued the efforts to advocate for a performance-
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based incentive system as an integral advent to
transform public management into more performance-
oriented and the employees more accountable for an
improved, competitive and quality performance. The
era of the 1990s has been evaluated as the paradigm
shift in terms of new public sector governance with a
transformation in terms of performance-driven public
service influenced by the concerns of competitive
performance and service delivery in response to
the changing dimensions of citizenship and market
dynamism.

An incentive is an instrument that drives to motivation
and encouragement for the workers to involve
and engage in productive discourses. It is the
compensation and reward for better and improved
as well as competitive performance. Incentives, as a
stimulus, are associated with values and recognition
for work performance that challenge the workers to
perform and achieve the meaning. Incentives help
people at work to make rational decisions based on
achievement, accomplishment and satisfaction. The
key objectives of an incentive system comprise of
attracting the competent and performing employees;
motivating employees for superior performance;
boosting the morale of performing employees; retaining
and developing the high performance; and creating
a competitive advantage for the organisation through
integrating performance and incentives.

Incentives can be classified into different modes and
forms:

1. A remunerative or financial incentive is offering
financial gains as a reward to the expected
performance.

2. Themoralincentiveisrealisedinterms of supporting
for self-esteem, recognition, participation and
admiration of the performed task and achievement.

3. Theinductive or coercive incentive is the perception
of the employee to perform as expected by the
management in response to authority, coercion or
command.

4. A natural incentive becomes active by natural
instinct of work, intrinsic motivation, self-
management or volunteerism.

The economics of incentives is more concerned
with the remunerative incentives rather than moral
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or coercive incentives not because the moral and
coercive or natural incentives are less important, but
rather because remunerative incentives are the main
form of incentives employed because of addressing
the core need of human rationality associated with
human performance.

The guiding principles of a competent performance-
based incentive system are multi-fold. The system
should be guided by the strategic orientation with a
long-term perspective of performance improvement
and competitiveness. The system should focus strictly
on results and impact with the objective measurement
of performance based on equity and fairness. As
a transparent and accountable system, legitimacy
should be ensured by external scrutiny, participation
and research-based improvements. Competitive
benchmarking of performance standards, dynamic
linkage between performance and incentives,
objectively verifiable and measurable indicators of
performance with the capacity to manage restraints and
risks will form a strengthened system of performance-
based incentive.

Performance-based incentive system is backed by
several principles and approaches. The key Principles
of Motivation focus on reinforced performance through
the rational application of incentives to back outputs
and outcomes. The Principle of Delivery says that as
the instrument of performance, delivery of outputs and
outcomes is determined by the incentives associated
with the performance. According to Principle of
Productivity related to performance-based incentive
system, the productive capacity of employees is the
function of incentives and benefits associated with
the intensity of production of goods and services.
The Principle of Competitive performance clearly
propagates the use of rational incentives to support
competitive outputs and delivery and make a strong
position in the market.

Likewise, different ‘Models of Performance Based
Incentive System'’ link the theoretical framework with the
application in the real life situations. The Productivity-
based Incentive Model focuses on outputs as the
benchmark to provide incentives for performance.
A Result-based Incentive Model becomes critical
to the outcomes of performance as the basis for
implementing this system. The Knowledge and Skill-
based Incentives Model uses the intellectual inputs
and professional competence of performing employee



as key to measuring performance for validating
incentives. The quality and quantity of service delivery
are another foundation for determining incentives for
performance as Delivery-based Incentives Model. The
Market-based Incentives Model makes the ground for
the capacity to achieve satisfaction of customers and
market a benchmark for implementing the system.
Both the Individual and Team-based Incentive Models
can be used to materialise this system.

One of the key impacts of performance-based
incentives includes the development of a performance
culture in the organisation. A competitive performance
with achievement motive and professional competence
can be achieved through this system. Productivity
enhancement through innovation and creativity, and
efficient and effective delivery of services through
improved performance is possible by effectively
implementing incentives for performance. It enhances
accountability for performance and results and
contributes to institutionalise result-based management
in the public sector. The meta-analysis of the shreds
of research has put forward the success elements
of incentives programmes in the organisation. The
inferences drawn by the research with respect to the
guestion “Do incentives increase work performance?”
The responses have been quite encouraging with the
overall answer ... is a definite, enthusiastic ‘yes’. The
elaborated response in this regard mainly included that
(a) incentive programmes improve performance; (b)
incentive programmes engage employees meaningfully;
(c) incentive system attract competent employees; (d)
executives and employees value incentive schemes;
and (e) performance-based incentives attract talents.

Performance Management System:
Foundation for a Performance Based
Incentive System

Performance-based management is a systematic
approach to link goals, people and performance. It
is a deliberate effort of performance improvement
through an ongoing process of establishing strategic
performance objectives; measuring performance
objectively; operationalizing performance management
information system; and using such information to drive
performance improvement. Performance management
is typically used to refer to a set of procedures for
defining performance, measuring it, and linking it to
incentives or sanctions provided by a superior agency

7

or person in a subordinate one, generally coupled with
some increased degree of management autonomy for
the subordinate. It links performance to organisational
strategy and goals. It comprises of managing cultures,
capacities and systems for achieving efficiency
and results out of performance. It is achieving
competitiveness, productivity and satisfaction in
organisational delivery. It is the combination of planned
capacity, systems, techniques and tools for improved
performance for delivery. Innovation and creativity
are associated with this system for an improved
performance. It is also known as a process by which
organisations align their resources, systems and
employees to the strategic objectives and priorities of
the institution.
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Performance-based Accountability
System: Ensuring Performance
Results

Accountability for performance refers to the professional
obligation, answerability towards performance results,
responsiveness to the market and enforceability of
performance standards with respect to the employee
or a team of employees assuming for the execution of
strategy, plan, delivery of services and improvements
with the intent of achieving competitive results and
the fulfilment of responsibility. It is important to
provide a professional means to monitor and control
performance results for ensuring the competitive
employee performance.

Performance-based  accountability has  many
dimensions: first, it is a relationship defined by
performance standards and performance contracts;
second, it is the capability to translate inputs into
results; third, it requires transparency; fourth, its goal
is continuous improvement in delivery of performance;
fifth, it is measured in terms of satisfaction of the
customer and stakeholder; and sixth, the most
important is it has strategic orientation to be effective
in the changed context.

The performance-based accountability system has
gained popularity in public sector reform because it
links incentives to the measured performance as a
means of improving services to the public and achieving
excellence in overall performance. It is a system that
can improve how employees deliver public services
backed by performance evidence. It is shared by three
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main components: goals (outcomes to be achieved),
incentives (rewards or sanctions to motivate changes
in individual or organisational behaviour to improve
performance) and measures (formal mechanism for
monitoring the delivery of services or the attainment
of goals). This system represents a promising option
for improving the quality of performance and delivery
of services.

Result-oriented Banking System: A
Core Need for a Performing Bank

A performing bank is determined by its result-
orientation and accountability for performance results.
The critical considerations for a result-based bank
include several dimensions of reasoning: How to define
and strategise performance results? How to support
performance regimes? How to verify the achievement
of results? How to improve results for a competitive
performance? The attributes of a result-based
approach is defined in terms of the bank focusing on
outputs and results rather than process and inputs.
Adequate capacity and capacity enhancement for
performing and achieving competitive results are the
qualifying factors. Collaborating for results by forging
strategic partnerships, innovation for driving results
and capacity to build sustainable results are quality
indicators for a result-oriented banking system. Culture
of results in civil service with the quality of self-
reflection and self-examination, result-based learning
and experimentation for improvement are significant to
this capability.

Performance Measurement: Key to a
Performance-based Incentive System

Measuring the performance is the ‘heart and soul’ of a
performance-based incentive system. It is an ongoing
system of monitoring and reporting of accomplished
tasks and the respective results in the form of
process, outputs and outcomes, both qualitatively and
quantitatively. An effective measurement of performance
lets the management to know: How well we are doing: If
we are meeting our goals; If our customers are satisfied,;
if our processes are in statistical control; and if and
where improvements are necessary?

Generally, performance measurement is based

on key performance indicators with respect to the
organisational mission. Such indicators include:
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1. Effectiveness — a process characteristic indicating
the degree to which the process output or work
product conforms to requirements (Are we doing
the right things?);

2. Efficiency — a process characteristic indicating the
degree to which the process produces the required
output at minimum resource cost (Are we doing
things right?);

3. Quality — the degree to which a product or
service meets customer/market requirements and
expectations;

4. Timeliness — whether the task performance
complies with the time requirements;

5. Productivity — the ratio of value added by the
process (Outputs/achievement + Satisfaction) and
the value sacrificed (contribution + sacrifice); and

6. Safety — decent, enabling and motivating work
environment for employees.

Performance-Based Incentives in
Public Sector Banks: Experience of
Nepalese Banking Sector

Public sector reform has been a populist phenomenon
of political discourse in Nepal. The performance-based
management has been one of the popular reform
agendas from 1990 onwards in Nepalese public sector
management. The governance reform programme of
the governmentintroduced since 2001 had the objective
of translating the theme of new public management
for improving the performance of the public sector
agencies including public enterprises. The main thrust
of the application of performance-based reforms are
linking incentives with the employees’ performance
in public service in course to achieving a performing
and delivering administrative system in Nepal. As
an integral component of the governance reform, a
performing public sector service has also been the
choice of international development partners.

Nepal initiated financial sector reform since mid-
1980s and the government and Nepal Rastra Bank
have been implementing comprehensive Financial
Sector Reform Programme since 2001 following
deregulations with due commitment to planned
measures in the management of public sector banks.
One of the objectives of the restructuring of the public
banks was to improve corporate governance with the



adoption of appropriate remuneration packages for
bank staff. Such banking restructuring efforts could
not be realised so far because of the weak governance
and management, deficient staff skills and redundancy,
lack of performance management and highly-
politicised employee unions. However, since then,
sensitivity towards the financial governance and the
banking sector performance management system has
been increased and contributing to institutionalizing
the concept of performance. Performance contracts
with the Chief Executing Officers of the selected public
enterprises are also introduced with random results
in course of achieving performance effectiveness of
public sector enterprises.

Absence of strategic performance management
system, lack of a competent regulating agency, lack
of job engineering and position classification, inability
to enforce competitive benchmarking of performance
standards, lack of a credible performance measurement
and accounting system and absence of an objective
monitoring system for performance appraisal and
evaluation are key issues performance management of
the banks. Professional competence and performance
culture among the bank employees made responsible
for performance, turning bureaucratic system into
managerial one, meaningful concern from citizens and
stakeholders at large, confidence of political leadership
on the performance-based system, and sustainability
and continuity of performance-based incentive system
are continued to be in question.

Course to Performance-Based
Incentive System: A Challenge for
Public Banks

Performance based incentive system in the public
sector has always become a challenging concept
because of difficulty in ensuring legitimacy which is
determined by the broad public support and political
confidence. This is a reflection of general perceptions
among the common that civil servants are under-
performed, not delivering but over-paid. A course to
performance- based incentive system in the public
banking service needs support and confidence by
adequate and appropriate capacity, culture and
systems. Breaking dysfunctional culture and breaking
through high performance is really a challenge for a
bureaucratic management because ‘incentives for
performance’ system needs managerial capacity,
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which is almost a challenging aspect of transforming
into performance-driven bank management.

Effective implementation of performance-based
incentive systeminthe bankservice requiresanenabling
environment with support from the policy leadership. It
needs policy and legal harmonisation, cooperation and
support from stakeholders, and adequate advocacy
and sensitisation through appropriate information,
education and communication. Implementing
effectively needs a competent execution mechanism
with an adequate and appropriate legal mechanism,
performance-based resource management, competent
and motivated human resource, coordination
mechanism, performance management system backed
by management information system. For assuring
quality implementation, the system needs an effective
performance monitoring system and evidence-based
problem solving and reform measures. For managing
resistance and restraints from the stakeholders, a
broad-based collaboration and partnerships along with
participatory approach in implementation is required.

Lack of functionally performing structures, absence of
position classification, placement of employees based
on the right person at the right place, presence of
ascriptive system of performance measurement and
appraisal have nullified the intensity of value judgment
in realizing performance-based incentive system in the
public banks posing a serious challenge. Performance-
related incentive system in Nepal is managed, regulated
and facilitated by diversified sources of legal regime with
differentiated intents, wavelengths, expectations and
modalities of enforcement. Integrated and harmonised
legal framework supportive to reinforce performance-
based incentive system has been experienced as a big
challenge in this regard.

Designing a Performance-Based
Incentive System for the Public Banks

Effective performance management creates a positive
environment for bank employees to meet individual
goals and contribute to meeting bank’s strategic
position. While designing a performance-based
incentive system for banking reforms, various critical
efforts need to be thought and put into action. Strategic
framework for management of bank performance
should be developed for leading the planned and
systematic discourses integrating employee incentives
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for performance and design the customised system
of performance-based incentives that maximises the
profits and value of the bank.

Performance-Based Incentive System:
A Possibility for Banking Sector
Reform in Nepal

Asamatterof possibility, governance andfinancial sector
reform initiatives in Nepal have always given priority
to improve performance management system despite
difficulties in operationalizing the system. Transforming
public sector banking institutions into a performing and
delivering system has been the critical concern of a
delivering government and gaining political popularity
through achieving citizen satisfaction. However, this is
a critical aspect to think that privatisation of the public
bank can never be the solution rather improving the
performance management system as an amicable
solution.

There is an instrumental support and cooperation from
international development partners in designing and
applying the performance-based incentive system in
banking enterprises as the instrument to drive financial
sector effectiveness. There are positive expectations
from the government and the business sector on the
issue of improving public sector banking performance.
The system is needful of responding to changes in
the market dynamics transforming the entrepreneurial
quality into the public sector banks. This can prove
to be a powerful tool for a cultural change in public
enterprises for developing work culture, culture
of service, culture of development and culture of
betterment. Achieving legitimacy of the public banks at
national and global levels can be realised by effectively
institutionalizing and implementing performance-based
incentive system.

Performance-Based Incentive System
in the Bank: Key Focus Areas

For a credible, demand-driven and result-based system
of incentives for performance, there are specific areas
of employee engagement those belong to appropriate
and strategic areas of work, and be included in
deliberate interventions in introducing the system. As a
suggestion, these may include: (a) Employees of front
line service centres responsible for delivering basic
services to the citizens; (b) Employees responsible
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for performance associated with challenging tasks,
competitive goals, accountable results; (c) Specific
effort of employees needed for the production and
delivery of goods and services; (d) Performance that
needs specific expertise, skills and knowledge for
improved systems and methods; and (e) Involvement
in performing in the areas of research and technology
development where there is the need of deliberate use
of innovative capacity and creativity.

Effectiveness of a Performance-Based
Incentive System in the Banks

An effective performance-based incentive system in
public bank can be analyzed from various perspectives.
It is customer effectiveness through the satisfaction of
members, policy effectiveness through the commitment
and support from policy leadership, developmental
effectiveness through the intervention for organisation
development measures, achieving competence in
management through the managerial effectiveness,
gaining global confidence and recognition for attaining
the global effectiveness, ensuring professionalism for
the moral and ethical effectiveness and conducting
research-based timely reforms through innovation
effectiveness. The expectations of a successful
‘incentives for performance’ system in the bank ask
for appropriateness in strategy, structure, system and
methods as well as appropriate culture and behaviour.

The success of a performance-based incentive
system requires well positioned guided by the human
resource strategy of the public banks as an integral
part, which integrates the best use of the opportunity,
optimum mobilisation of capability and achievement
of optimised results. The strategic clarity with respect
to performance-based incentives develop confidence
among the constituencies of bank performance, and
particularly of the employees, and drives them to be
the active and contributory party of the system. Setting
achievable performance goals is another aspect of a
successful performance-based incentive system that
links performance-based rewards with the goals of the
bank as well as the individual and group goals of the
employees.
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Introduction

Operation risk is unescapable in all the Bank activities.
The Banking business is much more prone to operation
risk due to its activities, high volume and numbers of
transactions, increased size and the prevailing business
environment. No doubt, technological development is
easing on delivering financial services but it is also
increasing operational risk of the Bank.

The Banking business is based on faith and trust so a
minor incident may also spoil the image/reputation of
the Bank and also affects the Bank’s business.

There is serious threat of operational risk to the
Bank. Magnitude of operational risk may be beyond
expectation. There is no limitation on operation risk. So,
every possible effort should be taken up to control and
minimise operation risk as a preventive measure beside
strictly following the Bank/NRB rules and regulation.
On the top of the above, vigilance, over sighting of
the competent officials are also equally important to
analyze the situation and handling the same.

Nepal Rastra Bank (NRB) has also issued directives
on mitigation of risk associated with the transactions
and accordingly the Bank has already placed Board
approved Operation Risk Management Policy and
Guidelines to manage operation risk comprehensively.

Collection of operation risk/Loss data also comes under
the scope of Operation Risk Management Policy and
Guidelines. So, it is required to capture all individual
data related with operation risk related events for
developing an effective Operation Risk Management
framework.
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Process of Operational
Risk Management in the

Definition

Basel Committee has defined operational risk is defined
as the risk of loss (direct loss) resulting from inadequate
or failed internal processes, people, systems or from
external events. This definition includes legal risk, but
excludes strategic and reputational risk.

Operational risk can result not only in direct losses
(i.e., direct expenses), but also can impact service,
revenues, competitive advantage, etc. (known as
indirect losses). The Bank considers only direct losses
to set aside capital for operational risk.

Operational risk mainly arises from inadequate or failed
processes, arises from the employee’s intentional or
unintentional activities, failures in the Banking software
& hardware and external events. The operational risk
is an important material risk, which must be managed
effectively.

Causes of Operational Risk

Deregulation and globalisation of financial services,
together with the growing sophistication of financial
technology, are making the activities of the Bank and
thus its profile more complex. Evolving the Banking
practices suggest that risks other than credit risks and
market risks can be substantial.

The major causes of increased operational risk are:

m  Highly Automated Technology - If not properly
controlled, the greater use of more highly automated
technology has the potential to transform risks
from manual processing errors to system failure
risks, as greater reliance is placed on integrated
systems.



m  Emergence of Digital and E- Commerce — Growth
of digital and e-commerce brings with it potential
risks (e.g. internal and external fraud and system
securities issues)

m  Emergence of the Banks acting as very large
volume service providers creates the need for
continual maintenance of high-grade internal
controls and back-up systems.

m  Outsourcing — growing use of outsourcing
arrangements and the participation in clearing and
settlement systems can mitigate some risks but
can also present significant other risks to the Bank.

m Large-scale acquisitions, mergers, de-mergers
and consolidations test the viability of new or newly
integrated systems.

m  The Bank may engage in risk mitigation techniques
(e.g. collateral, and asset securitisations) to
optimise its exposure to market risk and credit risk,
but which in turn may produce other forms of risk
(e.g. legal risk).

The operational risk management process starts with:

identification,
assessment,
measurement,
monitoring and
controlling or mitigating

Identification of Operational Risk

The Basel Committee has identified the following types
of operational risk events as having the potential to
result in substantial losses:

m Internal fraud. For example, intentional misreporting
of positions, employee theft, and insider trading on
an employee’s own account.

m  External fraud. For example, robbery, forgery,
cheque kiting, and damage from computer hacking.

m  Employment practices and workplace safety. For
example, workers compensation claims, violation
of employee health and safety rules, organised
labour activities, discrimination claims, and general
liability.

m Clients, products and business practices. For
example, fiduciary breaches, misuse of confidential
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customer information, improper trading activities
on the the Bank’s account, money laundering, and
sale of unauthorised products.

m  Damage to physical assets. For example, terrorism,
vandalism, earthquakes, fires and floods.

m  Business disruption and system failures. For
example, hardware and software failures,
telecommunication problems, and utility outages.

m  Execution, delivery and process management. For
example: data entry errors, collateral management
failures, incomplete legal documentation, and
unauthorised access given to client accounts, non-
client counterparty and vendor disputes.

Effects and Causes

In addition to risk events types, the Bank is encouraged
to also study the operational risk in terms of “Effects”
and “Causes”.

Effects: The consequences or impact of the event.
Effects are a combination of hard losses and indirect
consequences such as reputation, service, regulatory
exposure or business interruption.

Causes: The fundamental cause or control that failed
and permitted a risk to be incurred. The four main
causes of operational risk, which are briefly defined
below:

1. Process — the risk causing from inadequate or
failed internal processes.

2. People — the risk causing from the intentional
or unintentional actions of employees and /or
management.

3. Systems — the risk causing from inadequate or
failed system infrastructure including network,
hardware, software, communications and their
interfaces.

4. External Events — the risk causing from events
outside of the Bank’s direct or indirect control e.g.,
earthquake and other natural calamities.

Assessment of Operational Risk

The Bank would assess its vulnerability to risk events.
The tools available in the Bank for operational risk are:
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m  Self-assessment known as Risk Control Self-
Assessment (RCSA):
RCSA is internally driven tool, which incorporates
check lists or questionnaires to identify the
strength and weaknesses of the operational risk
environment. It is used to rank the different types
of operational risk exposures to specific business
line with the help of check lists or questionnaires
as decided by workshop or operational risk
management committee.

®  Risk Mapping:
Risk Mapping is useful to map the risk type with
various business units or process flow and this
exercises can reveal areas of weakness and help
prioritise management action.

m  Key Risk Indicators:
Key risk indicators are the metrics, often financial,
which can provide insight into the Bank’s risk
position. The metrics or indicators may include
number of failed trades, staff turnover rates and
severity of errors and omission.

Measurement of Operational Risk

A key component of risk management is measuring
the size and scope of the Bank’s risk exposures. The
risk assessment techniques are dependent on the size
and complexity of the portfolios of the Bank, the Bank’s
resources and the data availability. The examples of
measurement are:

m  Matrix approach:
Losses are categorised according to the type of
event and the business line in which the event
occurred.

m Historical loss experience:
Historical risk events are assessed based on total
number of risk events, total financial reversals,
net financial impact, total number of customer
complaints paid out and IT uptime.

m  Apart from actual risk events potential risk should
be examined for the future:
Potential risk includes process complexity, business
complexity, changes, Extent of Outsourcing of
activities, Expected spurt in volumes and Audit
scores.

m Potential losses can be broadly categorised as:
High frequency Low Severity (HFLS) events.
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Examples are: Teller mistakes, minor accounting
errors. Low Frequency High Severity (LFHS) events.
Examples are: Major fraud, Terrorist attacks.

Monitoring and Reporting of
Operational Risk

An effective monitoring process is essential for
adequately managing operational risk. Regular
monitoring activities can offer the advantage of quickly
detecting and correcting deficiencies in the policies,
processes and procedures for managing operational
risk. Promptly detecting and addressing these
deficiencies can substantially reduce the potential
frequency and/or severity of a loss event.

Branches of the Bank should monitor the operational
risk through list of questionnaires and incidence loss
report or other tools as decided by the Bank. The
province offices must supervise and report to the head
office on time to manage operational risk of the Bank.

Controlling or Mitigating Operational
Risk

Risk management is the process of mitigating the
risks faced by the Bank. With regard to operational
risk, several methods may be adopted for mitigating
the risk. For example, losses that might arise on
account of natural disasters can be insured against.
Losses that might arise from business disruptions
due to telecommunication or electrical failures can be
mitigated by establishing redundant backup facilities.
Loss due to internal factors, like employee fraud or
product flaws, which may be difficult to identify and
insure against, can be mitigated through strong internal
auditing procedures.

Operational risk events in the Banking activities impact
the reputation and financial stability significantly. A lack
of strong risk mitigation strategies results in various
operational failures, leading to crises in the Bank
management.

The Bank mustimplement a strong control environment
that utilises policies, guidelines, processes, systems,
internal control and appropriate risk mitigation strategy.
Internal controls have been designed to provide
reasonable assurance that the Bank has competent
and effective operation to safeguard its asset and



produce reliable financial results in line with The Bank’s
objectives, its policies, guidelines and prevalent laws
and regulations.

The Bank must ensure that regular internal control
measures are in place as appropriate to address
operational risks.

The Bank can apply following measures or actions to
control or mitigate operational risk:

m  Establishing effective internal control system:
The Bank must establish strong internal control
procedures to manage the regular activities or
transactions by defining control activities of every
business level.

m Insurance:
Insurance facilities should be used for losses
that may arises from natural disasters, robbery,
fidelity insurance (for losses that may arises from
dishonesty of employees) etc.

m  Back up facilities:
The Bank should use back up facilities against
possible losses that may arises from business
disruptions, electrical or telecommunications
failures.

m  Business Continuity Plans and Disaster Recovery
Plan:
The plans should be tested to ensure that they
can be executed taking into account different types
of plausible scenarios to which the Bank may be
vulnerable.

m  Segregation of jobs and duties with appropriate
accountabilities:
Each employee’s job and duties should be
segregated with accountability to manage daily
activities.

m  Proper Training to employee:
Each employee must be provided training on the
Bank’s policies, guidelines, manual and prevalent
laws and regulations to enhance efficiency.

m  Test the employee’s knowledge:
The Bank should conduct online test of employees
on various products, process, system or CBS,
policies and guidelines.

m  Establishing a strong ethical work culture:
Human resource management department of
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the Bank gives ethical related training to new
employees through top level management to
develop a strong ethical work culture.

m  Reduce complexity in different business processes
and activities:
The Bank should periodically modify the complex
business processes to reduce the complexity
in different existing processes and activities to
manage the operational risk.

m  Regular verification and reconciliation of
transactions:

The transactions of the Bank must be verified
regularly by operation in charge to manage
operational risk. The pending accounts should also

be reconciled to manage operational risk.

m  Apply effective "4 Eye Principles” in all the banking
transactions:
The Bank must apply "4 Eye Principles"” in all the
banking transactions to reduce operational risk.

m  Periodic Audit function:
Internal audit functions play an important role to
reduce operational risk such as embezzlement by
employees and product flaws.

The Bank should apply above mentioned actions
to control or mitigate operational risk in its business
activities to achieve its objectives. The Bank must
have an integrated approach to identifying, assessing,
measuring, monitoring and controlling the operational
risk.

References:

Risk Management (2010), Indian Institute of Banking &
Finance, Mumbai.
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Role of capital market in rapid development of
country Capital Market Concept: Generally, Capital
markets play a vital role in the economy for mobilizing
resources. The stock market (also called share market)
is one of the very important segments of capital market
as a corresponding concept to the money market,
through which long term funding can be mobilised.
Daily trading of shares in stock market provides the
liquidity for investors. Briefly, Capital market is a market
where buyers and sellers engage in trade of financial
securities like bonds, stocks, etc.

The buying/selling is undertaken by participants such
as individuals and institutions. Capital markets help
channelise surplus funds from savers to institutions
which then invest them into productive use for the
economic development and growth basically which
are influenced by different factors: human resources,
physical capital, natural resources and technology
connects the monetary sector with the real sector
and therefore facilitates growth in the real sector and
economic development. Depending on the moment
when the transaction is performed, the capital market
is divided into two temporal dependent segments:
primary and secondary.

Primary markets deal with trade of new issues of stocks
and other securities that support the new entrants
company for long term funding. Primary market is safe
and it guarantees about the safety of investor principal
amount. Whereas secondary market deals with the
exchange of existing or previously-issued securities
that helps to manage the day to day liquidity for
investors for fulfilling their working capital needs.

History of Capital Market

The history of securities market began with the
flotation of shares by Biratnagar Jute Mills Ltd. and
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Role of Capital Market

Nepal Bank Ltd. in 1937. Introduction of the Company
Act in 1964, the first issuance of Government Bond in
1964 and the establishment of Securities Exchange
Centre Ltd. in 1976 were other significant development
relating to capital markets. Securities Exchange
Centre was established with an objective of facilitating
and promoting the growth of capital markets. Before
conversion into stock exchange it was the only capital
markets institution undertaking the job of brokering,
underwriting, managing public issue, market making
for government bonds and other financial services.
Nepal Government, under a programme initiated to
reform capital markets, converted Securities Exchange
Centre into Nepal Stock Exchange in 1993. In the
decade of 2060s BS many reforms were made to
improve secondary market including replacement
of open outcry system by automated computerised
trading system in 2064 BS, beginning of real time
surveillance system, circuit breaker practice, OTC
market and trading of promoter shares, increasing
number of stock brokers etc. In addition, CDS and
Clearing Ltd. was established in 2067 BS as central
depository system and a credit rating Company ICRA
Nepal Ltd. was also established in 2069 BS as joint
venture with ICRA Ltd., India which has collaboration
with Moody’s rating agency. Reforms were continued
and till the mid of 2070s decade Dematerialisation
of securities has been made compulsory along with
Demat account which has aided in full automation of
secondary market, centralized application supported
by blocked amount (C-ASBA) has begun, margin
trading regulations has been formulated, and online
trading of securities has also begun. As of May 2020
there are 50 registered brokerage firms in Nepal which
have 94 branches all over the country. NEPSE however
being the only stock market in the country has only 255
scripts listed so far with an estimated investor: 1.55
million. This number represents that very low only about
5% percent of Nepali citizens are involved in the stock



market. The stock market in Nepal is still in evolving
stage but of special interest as it has grown significantly
since the start of its organized development. NEPSE
was established in order to help mobilize long term
funds through capital markets alternative to traditional
banking sector for promoting economic growth and
development in the country. Within a short period of
time since its inception, the NEPSE index witnessed
significant ups and downs. It has drawn the interest of
a lot people because of which the number of investors
has expanded substantially. Growth in the stock index
is normally considered as a good sign since it implies
the investors are confident about the future prospect
of the economy. It helps promote investment in the
economy.

Role of Capital Market in Economic
Development

The fundamental channels through which capital
market is connected to the economy, economic growth
and development through, the contact between agents
with deficit of money and the ones with monetary
surplus can take place in a direct way (direct financing),
but also by the means of any financial intermediation
form (indirect financing), situation in which specific
operators realize the connection between the real
economy and the financial market. In this case, the
financial intermediaries could be banks, investment
funds, pension funds, insurance companies or other
non-bank financial institutions. Even if, traditionally,
the companies appeared only as agents with deficit
of money, in the last two or three decades it could
be noticed a change in the financial behavior of the
modern firms: these are not considering anymore the
financial market (both the capital and the monetary
market) only as sources for rising funds (as issuers of
financial assets), but appears more often as buyers of
financial assets. The capital market fulfills the transfer
function of current purchasing power, in monetary
form, from companies which have a surplus of funds to
those which have a deficit, in exchange for reimbursing
a greater purchasing power in the future; in this way the
capital market makes possible to separate the saving
act from the investment one. As well as, Capital market
has played major roles during the privatisation of
public owned enterprises, recent well recapitalisation
of the banking sector and avenue of long term funds
to various government agencies and companies in
Nepal. As well, Capital market increases the proportion
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of long-term savings (pensions, Social security covers,
etc.) that is channeled to long-term investment.
Capital market enables contractual savings industry
(pension and provident funds, insurance companies,
etc.) to mobilize long-term savings from small
individual household and channel them into long-term
investments. It fulfills the transfer function of current
purchasing power, in monetary form, from surplus
sectors to deficit sectors, in exchange for reimbursing a
greater purchasing power in future. In this way, capital
market enables corporations to raise capital/funds to
finance their investment in real assets. The implication
will be an increase in productivity within the economy
leading to more employment, increase in aggregate
consumption and hence growth and development. It
also helps in diffusing stresses on the banking system
by matching long-term investments with long_term
capital. It encourages broader ownership of productive
assets by small savers. It enables them to benefit from
economic growth and wealth distribution, and provides
avenues for investment opportunities that encourage
a thrift culture critical in increasing domestic savings
and investment ratios that are essential for rapid
industrialisation of the nations. In addition, the capital
market mechanism allows not only an efficient allocation
of the financial resources available at a certain moment
in an economy — from the market’s point of view — but
also permits to allot funds according the return and
the risk — from the investor’s point of view — offering
a large variety of financial instruments with different
profitableness-risk characteristics, suitable for saving
or risk covering.

Now a days, the protection against financial risks
becomes a necessity, imposed by the transformations
in the global economy, by the accented instability and
the financial crisis that affects without discrimination
both developed and emerging stock markets. Covering
the risk, that could be realised by the help of different
operations, market orders or derivatives, defines the
function of insurance against risks, specific function
of the capital markets. The capital market allows risk
dispersion between investors (of the diversifiable risk),
exactly in the same measure in which each of them is
willing to assume it, too. Capital market also provides
equity capital and infrastructure development capital
that has strong socio-economic benefits through
development of roads, water and sewer systems,
housing, energy, telecommunications, public transport,
etc. These projects are ideal for financing through
capital market via long dated bonds and debentures.
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Infrastructure development is a necessary condition
for long-term sustainable growth and development.
In addition, capital market increases the efficiency of
capital allocation by ensuring that only projects which
are deemed profitable and hence successful attract
funds. This will, in turn, improve competitiveness of
domestic industries and enhance ability of domestic
industries to compete globally, given the current
momentum towards global integration. The result will
be an increase in domestic productivity which may
spill over into an increase in exports and, therefore,
economic growth and development. Moreover, capital
market promotes public-private sector partnerships to
encourage participation of private sector in productive
investments. The need to shift economic development
from public to private sector to enhance economic
productivity has become inevitable as resources
continue to diminish. It assists the public sector to close
resource gap, and complement its effort in financing
essential socio-economic development, through raising
long-term project based capital. It also attracts foreign
portfolio investors who are critical in supplementing the
domestic savings levels. It facilitates inflows of foreign
financial resources into the domestic economy.

Conclusion/Suggestion and
Recommendation:

The role of capital markets is vital for inclusive growth in
terms of wealth distribution and making capital safer for
investors. Capital markets can create greater financial
inclusion by introducing new products and services
tailored to suit investors, preference for risk and return
as well as borrowers, project needs and risk appetite.
Innovation, credit counseling, financial education and
proper segment identification constitute the possible
strategies to achieve this. A well-developed capital
market creates a sustainable low-cost distribution
mechanism for multiple financial products and services
across the country. Capital market enhances efficient
financial intermediation. It increases mobilisation of
savings and therefore improves efficiency and volume
of investments, economic growth and development, as
well Given the fact that private sector in Nepal were
formally promoted by the state only after early 1990s
AD and decade long insurgency that ended only in 2006
AD the development of capital markets and the role it
played cannot be underrated. This is further supported
by the fact of low literacy level among people and
low income level of Nepalese on the overall. Capital
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markets in Nepal has till now especially supported
the financial sector including banks and financial
institutions and insurance companies in raising
public finance. Or with the regulatory requirement of
compulsorily issuing shares to public by such entities
they might have floated such shares. However, this
has added in bringing transparency among banks and
financial institutions and helped general public in getting
exposed to the capital markets activities. Regulators
have taken positive calls to help in the development of
capital market by making reforms on trading system,
reporting requirements, provision of credits & credit
rating, mutual funds and dematerialisation of shares
plus online trading lately. Market has given returns to
investors in better ways than on the deposits in banks
and financial institutions. The size of the listed paid
up capital has been significant in relation to the total
loans advanced by banks and financial institutions and
market capitalisation has become around half of annual
GDP of the country. However, capital market in Nepal
has failed to attract real sectors in the past except
hydropower companies which is also required to issue
shares to project affected areas at least of 10 percent.
But the recent premium pricing provisions have put
some incentives for real sectors to come forward along
with existing provision of some tax rebates and others
benefits. These developments along with historical
return record could help entrepreneurs of Nepal in
raising much needed risk capital to finance their
ventures. So in the coming days more IPOs could be
expected from real sectors to that would help balance
NEPSE and make it a true barometer of economy as is
generally expected.
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Tunnel Construction:
Prospects for the Country

and Its Financing Modality «7

Background

Nepal being the high hilly country with less planned
urban settlement, either there is a high cost of
combusting fuel due to erratic road structure or heavy
traffic jams in the cities both contributing to evaporating
of hard-earned forex unnecessarily.

In such a situation, if we have had plenty of alternatives
of road routes to reach the destination we may have
been in fast on delivering goods and services on time
thus giving momentum to the economic development.

Tunnels are found used for making ways to the water,
transport, wastage management, mining site reaching,
cabling, and any other research projects.

The world’s first transportation tunnel is believed to be
built in East London, The Rotherhithe Tunnel in 1904
AD, although present pioneer country is Norway.

The historical tunnel of Nepal is found built-in Churiya,
Makawanpur during the Rana regime, which is now
not in use due to small space and inadequate height
to modern vehicles. First Motorable Road Tunnel was
built in Lamjung which connects to Manang while
constructing Upper Marshyangdi Hydropower

Cost-Benefit

Tunneling differs from the construction of other
infrastructure in a plethora of ways. The main issues
that distinguish tunnels from other infrastructure arise
from the risk involved with excavation through unknown
ground conditions and the numerous individual cost
drivers that contribute to the overall cost. These cost
drivers include, but are not limited to the following
direct and indirect factors:

m  Geology
m  Excavation Type
m  Materials/Plant

Pradip Kumar Pathak
Chief Manager - Head Office
Nepal Bank Limited

Length

Face Area

Depth

Labour Cost

Health and Safety Regulations
Government and Public Support
Contract Type

More than 70% of the Road Tunneling cost goes to
the excavation works, thus the better the excavation
equipment and techniques, the lower the total tunneling
cost. The uses of modern technological equipment like
as TBM (tunnel boring machine) and so on are of vital
importance to complete the project on time.

Tunnel Engineering

Based on the tunnel type, for which it is being
constructed, the feasibility study should follow in the
same way. Nepal now being leap-frogged on hydropower
construction, we here have been found several tunnels
for the waterways and Nepalese contractors are found
capable of finishing the job properly and in time, though
the cost may be an issue of discussion. Besides small
size tunnels, Nepalese construction companies are
not used to taking the task of Motorable tunnels and
underpasses to construct on their own, we have given
these works to the foreign contractors to date. But
while working side by side, Nepalese engineers are to
be believed to gain knowledge on the field. Similarly,
the study focusing on tunnel engineering should be
prioritised in the universities.

Financing Modality

Since the tunnel construction carries heavy costs, the
international standard being not below US dollar 1
Billion per km, government spending is sought after all
over the world.

85" Anniversary Publication, 2078 173



—_—

World Bank’s urban transportation initiative for smooth
delivery of goods and services has held several
meetings with the stakeholders including line agencies,
regulators, prospective lenders, and contractors in
improving supply chain management by advocating
whether financial intermediaries can be involved in any
type of modalities that are suitable for the contractors,
lenders, governments, and regulators.

Although many small privately funded tunnel projects
in the world have traditional financing costs associated
with them, the majority of large-scale infrastructure
projects can only be financially feasible through
government-sponsored partnerships. It can be very
difficult to create a direct profit out of a road or train
tunnel because the revenue made from tolls and tickets
is based on traffic/passenger estimates made before
the start of the project which isn't always accurate and
has been known to not cover the cost of constructing the
tunnel. Typically, the potential profits will not exceed the
expenditures so these tunnels would not be constructed
but the unaccounted-for costs of excess traffic, longer
routes, and lack of access can make the construction
of these tunnels worthwhile. Although the inherent
lack of financial self-sufficiency of course prompts the
government’s investment, it should be noted that this
cost is transferred directly to the taxpayers.

Developing countries like Nepal merely invest in tunnel
infrastructure, rather it is seeking grants from friendly
countries like China, Japan, and so on. Government
investment in tunnels typically comes from one of two
sources, either pay-as-you-go (PAYGO/ Toll Charge),
which is public money from tax revenues, or capital-
market financing, which is money borrowed from
private sources such as long term bonds.

If the government has lower capacitated to fund such
project, it can establish public-private partnership (PPP
modal) initiative including private company to construct
and alsoto operate as well depending upon the contract.
The government can provide the private company with
a grant of a certain percentage of total project cost or
some factor cost like resettlement of the displaced and
or land acquisition cost, or subsidizing tax holiday for a
longer period, or guaranteeing a certain level of traffic
for the revenue purpose. But PPPs may require much
higher levels of design at the bidding stage which can
draw out the bidding process, and increase costs for
all the contractors that place bids. Contrarily, PPPs can
more effectively deliver tunneling projects in a shorter
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timeframe, and also extensively draw on public sector
knowledge. The contractor is typically contractually
obligated to provide a tunnel that is rated to last a
certain amount of time (usually 50-100 years. These
financing vehicles are all surprisingly similar across
most stable market governments, but the key issue
with financing transportation tunnels is that they are
non-diversifiable risks. That is to say that their revenues
come from a single stream, and if the expected flow
is not met once the tunnel opens there can be large
problems making sufficient revenue to continue
operating the tunnel. As with any financing situation,
the higher the risk, the higher the cost of financing,
which means that transportation tunnels often have a
higher cost of financing than other types of tunnels that
have a more predictable flow such as water or cable
tunnels. All of the above financing methods have very
different strengths and weaknesses.

Typically there is a balance of cost, risk, and the
time it takes to complete a project. In general, it is
worthwhile to compare the breakdown of financing
vehicles between different countries to see if there is
any correlation between the market price of tunnels
and the distribution of asset allocation techniques.

Project Delivery Methods

PPPs can be subdivided into further types of
agreements betweenthe contractor and the government
which supplies the funding. Design Construct (D&C)
partnerships are formed when the government
specifies how they want a tunnel to be constructed and
allows private contractors to bid on the construction of
the tunnel. In this case, the contractor assumes all risk
associated with design and construction and transfers
the tunnel back into the government’s ownership once
completed. This is the most commonly found form of
contract for tunneling projects worldwide.

Design-Build Operate (DBO) is a similar partnership
but includes a contract with the constructor to operate
the tunnel for a specified time. Build Own Operate
(BOO) is similar to DBO except the project is financed
by the private sector and 11 once complete, the tunnel
is operated by the same company that designed and
constructed it.

Build Own Operate Transfer (BOOT) is very similar to
BOO, but after a specified number of years (typically



around 30), the tunnel is transferred into government
ownership. Lastly, an alliance is a collaborative
partnership where the contractor, a designer, and
the government agree to share the financial benefits
and risks associated with constructing a tunnel, with
the project funded by the government. These types
of agreements are very commonly used in specific
types of tunnels such as road and rail tunnels. The key
difference between each type of agreement is where
the risk is placed and for how long. This can have a
huge effect on the overall viability of the project and of
course the final cost.

Conclusion

The geological position of the country and the
unplanned urbanisation has made it inevitable to
construct tunnels where the economic benefits are the
most. To avoid traffic congestion and smooth supply
distribution channel set up we need to find out the most
crucial area where we have to construct tunnels.

Prioritizing from the most valuable one Nepal can
step forward to go ahead on tunnel construction by
engaging private sectors and not limiting to foreign
technical assistance, the cost can be borne by
taxpayers’ money, grant, and long-term bonds from
internal and external financial intermediaries. There
is an urgent need to review existing policies on the
bidding, regulatory framework improvement, lender’s
assistance, country rating for international bond issuing
or taking international funding, smoothening of the
operational hazards on site clearance, environmental
issues. The local financing institution has not gained
sufficient knowledge nor the instruments to fund such
large gestation period projects. Besides the country is
experiencing high volatility on its liquidity markets due
to policies changes and inaccurate projections of the
future. Despite this tunnel construction in Nepal is the
most physical development project of the recent future
and if there are large-scale funding projects that come
in the pipeline, there must be banking business. Banks
in Nepal need to prepare for this upcoming challenge
in advance.
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Introduction

In order to know what is Cryptocurrency, we must know
the technology which is used. In traditional banking
system a centralised database is used to store data
but in case of the Cryptocurrency distributed ledger
data across several nodes (devices) on a peer-to peer
network, where each replicates and saves an identical
copy of the ledger and updates itself independently. The
primary advantage is the absence of central authority.
So using these technologies Cryptocurrencies like
Bitcoin, Ethereum, Litecoin, Monero use a SHA 256
Hash algorithm which stands for Secured Hash
Algorithm 256-bit.

Let's understand the terminology first,

Hash : A Hash is a string of strong cryptographic codes
or functions (similar to binary 1's and Q's) that use
hexadecimal codes.

Distributed Ledger Technology:
DLT is a decentralised database across multiple nodes
and managed by multiple users.

Blockchain is one type of DLT which enables everyone
involved in a transaction to know with certainty what,
when, and how transaction occurs and confirm all the
parties are in same page without a need to reconcile
data afterwards. Transactions are recorded with an
immutable cryptographic signature called a hash. The
transactions are then grouped in blocks and each new
block includes a hash of the previous one, chaining
them together, hence why distributed ledgers are often
called blockchains.

What is DeFi?

The peer-to-peer network which removes the
middle men from the system is generally termed as
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Understanding the
Cryptocurrencies on
Financial Market

Decentralised Finance (DeFi). Depending on peer-to-
peer concept and self-executing “smart contracts” on
the blockchain network, DeFi democratises finance
and replaces traditional centralised institutions such
as banks, brokerages, and NBFCs (Non-Banking
Financial Companies).

Smart contracts are final and irreversible. We can trust
smart contracts because we can look and verify the code.
We don't need an agent or any third-party to sign the
contract anymore. Once written, it's extremely difficult if
not impossible to replace a smart contract. Since smart
contracts fully enforce the initial agreement, one cannot
simply back out from the promise once given. Moreover,
another major benefit of smart contracts is that they
execute automatically, reducing human involvement and
saving time. Except for bugs in the code, human errors
cannot simply occur. DeFi is totally based on smart
contract technology on the blockchain network with zero
human intervention which reduces the chances of errors
and increases efficiency.

How does DeFi work?

DeFi usually is dependent on smart contracts
protocol which is powered by blockchain network.
Communication are done based on these smart
contracts by user by using wallets to transfer funds, lend
or any other services. Due to blockchain dependent
project, DeFi will be quite easy and cheaper access
to capital and efficient lending and synthetic stock
exchanges. DeFi removes middlemen and enable
more efficient financial services at low costs. Some of
the projects like Uniswap has gain huge popularity in
global financial markets. Blockchain data is immutable
in nature, which means once the information is on
the blockchain network, it cannot be changed. This
creates a trustless financial system that relies on code.
Decentralised Exchange (DEX) is the example of DeFi.



The rising popularity of DEX

The peer-to-peer marketplace where transaction is
done by crypto traders are termed as decentralised
exchange (DEX). The prime core objective of DEX is
to foster financial transactions which are not originated
by banks, brokers, payment provider or any kind of
intermediaries. Popular DEXs like Uniswap, Coinbase,
Binance are powered by Ethereum blockchain which
provide huge range of financial services. Unlike
centralised financial services such as traditional
banking, DeFi companies do not require third parties to
provide financial services like buying, selling, lending
and borrowing of crypto assets. By using blockchain
protocol, DEX can execute trades or other services
directly. In DEX users can retain their cryptocurrency
ownership and have complete control over their
assets in their wallets. Most DeFi projects are built
on the Ethereum blockchain network since it has the
first-movers advantage in providing an infrastructure
that enables developers to build such decentralised
applications (DApps).

Solana, Cardano etc. are in new developed blockchain
networks which are in development are slowly creating
a more competitive DeFi community. DEXs and DeFi
projects are slowly business arena for SMEs and
startups in the FinTech space around the world. As
barriers to entry is low as compared to traditional
finance, DeFi and DEXs around the world give much
easier access to cheaper credit, easy lending and
borrowing activities - changing the landscape of the
traditional financial systems.

Use case in insurance industry

DeFi play an important role in insurance industry. As
present insurance system face wide range of complex
audit systems, paperwork and bureaucratic process,
the usage of smart contracts could make it much more
efficient. DeFi projects such as Nexus Mutual, Opyn
and VouchForMe also offer insurance coverage for
cryptocurrency on the blockchain network. Saving and
investment has been tough for middle class people
due to inflation and interest rates in money. With no-
loss saving strategies, DeFi projects like PoolTogether,
Dharma and Argent have created alternative solutions
for risk-free savings and investments. Since DeFi has
replaced traditional banking systems, borrowing and
lending protocols have also become one of the major
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applications of DeFi. Distributed ledger technology
(DLT) has made transactions faster, more so in the
case of cross-border payments where the cost of
transactions and delays caused bottlenecks for both
the senders and receivers.

This has created a new form of economy. For example,
digital assets are being tokenised in the form of
NFTs(Non-Fungible token) to create, store, or trade
value. The increase in DeFi adoption has led to the
growth of DeFi-based prediction platforms where
users can trade value by forecasting the outcome of
future events.

Cryptocurrencies

Bitcoin

The first and the most famous cryptocurrency Bitcoin
has a market cap that exceeds over $2 Trillion. Its
transaction volume has reached more than 400,000
daily transactions.

Ethereum

Ethereum has ascended to the second position below
Bitcoin in the hierarchy of cryptocurrencies. Other than
Bitcoins, Ethereum not only allows transactions for
existing accounts and balances but they also validate
complex contracts and programmes for corporate
banks

Reasons Cryptocurrency affect the Global
Economy are:

Challenging the value of United State Dollar
No use for the middlemen

A new era of Crowdfunding & ICQO’s

ETFs (Exchange-traded fund)

New payment methods

Enabling more international transactions
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Fig 1: Total Market Capitalisation of Cryptocurrency
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How Cryptocurrencies Transactions
occurs?

The total market capitalisation for cryptocurrency has
been already more than 2 trillion. Cryptocurrencies like
Bitcoins, Cardana, Ripple, Ethereum can be stored in
a wallet, which may have one or several addresses. A
wallet address can be thought of as our bank account
number. Just like we can have multiple bank accounts,
we can also have multiple wallets and wallet addresses.

What is a Public Key?
A public key is used to create our wallet address using
a HASH160 hashing algorithm.

For every public key, there’s a private key. The
asymmetrical combination of the public/private key pair
allows us to encrypt and decrypt messages using these
interchangeable keys, meaning a message encrypted
by our private key can be decrypted by the public key
and vice versa.

It is extremely important that we do not share our
private key and take backups of our keys. If we lose
our private key, we basically lose all our coins, implying
that we can no longer prove that the public key actually
belongs to us. But all transactions remain on the
blockchain and no one except the person who has our
private key can claim our coins.

What is a Wallet?

The truth is, cryptocurrencies are not actually stored on
our computer. Instead, the record of how many bitcoins
we own are publicly recorded in the blockchain. So if
we send or receive cryptocurrencies, the transaction is
recorded into a blockchain node, which will notify other
nodes. Eventually, every single node will be notified
about the transaction.

When we install cryptocurrencies wallet software,
it downloads (and periodically syncs) the entire
blockchain database in our computer and displays the
amount of cryptocurrencies that we have. If we run low
on disk space or do not want to download the whole
blockchain history, we can find several alternative
wallets that do not download anything on our computer.
These software wallets read the blockchain and simply
display the number of coins that we have. However, if
we are wary of security, we should stick to the official
wallet, or even download the source code and compile
it yourself we can also do that but this require huge
amount of resources.

85" Anniversary Publication, 2078

Turn Down of Cryptocurrency in Nepal

Nepal Rastra Bank officially had declared the Bitcoin
as an illegal financial mechanisms in Nepal taking
strict measures such as arresting Bitcoin exchange
operators. Bitsewa, Nepals Bitcoin and Blockchain
Company was found with its inception in 13, October,
2016. Bitsewa announces in Oct 7, 2017 “Nepal Rastra
Bank officially declared Bitcoin illegal in Nepal taking
strict measures — We worked very hard to bring this
revolutionary technology to Nepal, but it turns out our
government have a very different plan altogether and
doesn’t want this technology in the hands of Nepalese
citizen,”

Kharel and Pokhrel (2012) analysed that Nepal's
financial structure matter for economic growth or not.
The empirical results using Johansen's integrating
vector error correction model suggest that banking
sector plays a key role in promoting economic growth
compared to capital market in Nepal. It may be either
the size of capital market is too small to seek the
relationship or it is weakly linked to real economic
activities. The result implies that the policy should
focus on banking sector development by enhancing its
quality and outreach as it promotes economic growth
in Nepal.

According to Karki, Political enthusiast, the reason
for banning the bitcoin are use in illegal activities, no
revenue to government, effects on financial system, no
regulations.

The main cause that bitcoin is considered as illegal
must be national currencies getting invested on bitcoin
generated by foreign and the economy gets unbalanced
inside the country.

Adoption of Cryptocurrency in
international economy

Japan

Financial Services Agency (FSA) in 2014 and 2015
recommended mainly -the introduction of a registration
system for Cryptocurrency exchange businesses,
making Cryptocurrency transactions subject to money
laundering regulations, and the introduction of a system
to protect Cryptocurrency users. Thus making into the
consideration Government of Japan passed the hill in
parliament stating

Registration of Cryptocurrency Exchange Business,
Regulation of Cryptocurrency Exchange Businesses,



Supervision by FSA, Money Laundering Regulation,
Possible ICO Regulation, Taxation by NTA. The Mizuho
Financial Group announced in December 2018 that
they will be issuing their own digital currency in March
2019. Japan’s Fisco Ltd., a large financial services and
financial information company, issued Bitcoin bonds in
August 2017. In upcoming days, Cryptocurrency will be
in the high demanding due to which japan government
have already defined set of parameters in order to bind
them in rules and regulations.

India

Ever since March 2020 when the Supreme Court
overturned the Reserve Bank of India’s 2018 circular
which effectively had banned cryptocurrencies in India
leads to change the scenario of digital currency market
in India completely. Platform like Kuber, WazirX are
popular in India The latest census shows the increment
of cryptocurrencies users increasing in substantial
percentage in different cities can be found below.

@ Contribution of Tier-2, Tier-3 Cities Metros

For CoinSwitch Kuber | For WazirX |

{ y ( y

Growth Percentage: 2950™

Source: ComSmitch Kuber: WarirX Growth Percentage: 2455™

Fig: Growth rate of user in different cities

Need of Study

In the context of Nepal different research paper are
published based on the different scenario. Some of
them are :

“Blockchain technology: A solution to plight of
Nepalese migrant workers in foreign employment” is
the journal which tells about a software system based
on blockchain technology which aims to solve the
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problems by regulating labour recruitment and permit
procedure and making the process accessible, robust,
transparent, organised and safe. However, it doesn’t
tell us about tax collection and role of Nepal Rastra
Bank and Fls.

An article based on “An Empirical Evidences on
Cryptocurrencies: Emerging Digital Money in the World”
tells about the there is still information or knowledge
gap between the end users and latest technology
which is available nowadays. It suggest that first the
misconception about the Cryptocurrency should be
eradicated and trust should be made to the consumer.

In the todays era of data and information people or the
companies are thirsty to grab more and more data due
to which net neutrality concept is really necessary in
today’s world. Arise of Distributed Ledger thus began
with the establishment of Block chain technology as it
does not concentrated data in particular place. Mainly
Block chain technology is not regulated due to which
financial transactions are happening widely. So in order
to adapt this rapid growth financial giants, markets
or institutions nowadays have established research
centres and began to study it more thoroughly. But
in the case of the least developed countries (LDC's)
like Nepal and many more there need to come
major transformation in the financial market of these
countries. Some of the macroeconomics term that is
affected by Cryptocurrency are described below:

Export and Import

As we know that, the import of Nepal is way higher
than export due to which the proper regulations of
money that actually went out through proper channel
are not examined. The huge trade deficit may lead to
decrease the value of currency in compared with USD.
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Fig 2: Growth rate of Export and Import
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Due to which Cryptocurrency gives us another window
for to make the value of currency strong and to do
international trade without any barriers.

2.3.2 Remittance

As we know, Nepal 2018 remittance from different
country is roughly 8.2 billion dollars whereas 30.1%
percent of GDP is remittance. Due to arise in the
Cryptocurrency worldwide the remittance flow from the
unofficial channel is increasing day by day. By the day
far government could not adapt the policies regarding
the cryptocurrencies.

B Remittance (in bikion)

1B Migrant workers

2.3.3 Digital Financial Status of Nepal

The use of internet banking and mobile bankingis rapidly
increasing in Nepal due to which online transactions for
various activities is happenings but there still lacks the
international transactions that we can’t perform through
these channels. Some people still finds an unofficial
way to do business outside the country through other
means. These sorts of unofficial way of performing the
business can be regulated with the help of government
policy to adapt Cryptocurrencies.

STATUS OF
BN\ oiciTaL BANKING AND PAYMENT B
E-Garkng SERVICES IN NEPAL St45-Barkang

intermet Banidng) in Noepal iMobile Banking) in Nepal

first started by. Kumari Bank first started by. Laxmi Bank
in 2002 ﬁ in 2004
Total no. of accounts opened
in Nopsli barks D
3. 34.33.304

No. of intermet banking accounts
activated in Mepali banks

& =0

No. of ATMs in Nepal Mo of cards issued by banks in
1.045 Nepal

74.65.432 E

Crect cards:
156748

40 Lakh =

Pro-pa cards

No, of mobile banking accounts
activated in Nepali banic:

9 14

Mo of PSOsin Mo of PSPsin  Estimated number of digital wallet
Mepal Mepal uSers in

There are a total of 27 Commercial Banks, 23 Development Banks,
and 22 Finance Companies in Nepal.
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Fig 4: Financial Status of Nepal

Conclusion

Cryptocurrency is becoming popular in developing
world but lacking behind in Nepal. People do not have
an idea on cryptocurrency even they heard about it.

People are more inclined towards using digital payment
modes than ever. Due to development of new and
new technologies Central Bank around the world are
looking Central Bank Digital Currencies(CDBC's) as an
alternative payment method.

Unlike cryptos, CBDC's are a digitised form of a
country's digitised currency created, backed and
issued by the central monetary authorities. China has
carried out first digital yuan as a being a leader in
digital currency. Countries like Canada, England, EU,
Japan, Sweden, Switzerland and US have issue their
first CDBC reports already. NRB should also at least
explore the possibility of digital currency in context
of Nepal which is only a single way to be ahead of
technological shift in financial market.
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