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EXECUTIVE SUMMARY

Privatization programme in totality has brought positive impact on the economy. Among the 16 enterprises so far privatized, three have been closed because they had significance only in the closed economy and thus lost the economic significance in the changed economic environment. The other privatized companies with some exception are doing fairly good.

BP&PN Ltd. and HB&TF have done very good after privatization in terms of additional investment, technological improvement, product diversification, production and sales. In the case of the former company, it has contributed to additional employment, export, profit and government revenue too. Presently, both of these companies are suffering from market problem. The BP&PNL had expanded the production capacity with a plan to export its increased production to international market. Accordingly, it exported its products to India in the initial years of expansion. But, currently, Indonesia, Canada and Confederation of Independent States (CISs) (from former Soviet Union) have made sharp reduction in the price of paper. As a result, the price of paper has fallen very sharply in the international market. The company has been affected by this fall in price. The company's price is no more competitive. Consequently, market is down and the company has to reduce its production. It has its chain effect on productivity, employment, profit etc. 

Similarly, the HB&TF and BBF products also are suffering from the market problem and they are at loss. According to the factory source the economy is not expanding and the construction activities have come down significantly. In the mean time, more competitors have entered into the market. As a result, there is ample supply and low demand in the market. Both of these enterprises have discounted the increased price by almost 25%. Still they could not generate additional demands for their products. Both of them are trying to export their products to Japan and Tibet. If it succeeds, the profit margin will significantly improve. BBF has some more problems as mentioned in chapter three and four though sales increased last year.  It has reduced investment and production and also started a new production of local bricks. It has not improved production technology. All of these three companies have excessive debt burden, which they would have difficulty to repay under such economic condition. 

Present Status of Privatized Enterprises

	Privatization Enterprises
	Investment
	Production
	Sales
	P.div./T.imp.
	Employment
	Borrowings
	Profit/ Loss

	BP&PNL
	Increased
	Increased
	Increased
	done
	Increased
	Increased
	Loss

	HB&TF
	Increased
	Increased
	Increased
	done
	Minor change
	Increased
	Loss

	LBS&TF
	Increased
	Decreased
	Decreased
	not done
	Decreased
	Increased
	Profit

	NFDC
	Increased
	Increased
	Increased
	Done
	Decreased
	Increased
	Profit

	NLOL
	Increased
	No significant change
	No significant change
	to some extent done
	Decreased
	Increased
	Profit

	NB&BU
	Increased
	Increased
	Increased
	Done
	Minor change
	Increased
	Profit

	NFI
	Increased
	Increased
	Increased
	Done
	Decreased
	Increased
	Profit

	SRJM
	Increased
	Increased
	Increased
	Done
	Increased
	Increased
	Loss

	BTI
	Increased
	Decreased
	Decreased
	Done
	Decreased
	Increased
	Loss

	BBF
	Decreased
	Decreased
	Increased
	Done
	Minor change
	Increased
	Loss


In the case of LBS&TF, total production, sales and employment have fallen while the total expenditure has increased. It also had shown negative impact until last year. From last year, it has shown some improvement and has become profitable. If the trough in the international leather market is over, the company is expected to perform better in the future. Otherwise, it also will have to suffer market problem.

The NFDC and NFI are doing well. The total expenditure, production, sales, product diversification, technology improvement etc. have satisfactorily improved. Only employment has fallen in both the companies. Their improvement trend is reliable and can be believed that they will further improve in the future. 

The SRJM was in a very poor condition. Since the government could not run it, it was closed for almost three years. The success of privatization can be measured by the fact that this closed company is running smoothly now. Almost 1650 employees are now working in the company. Although the company is at loss, investment, production, sales and export have gone up. It is expected that the company will be in profit in the near future. Product diversification and technological improvements were the other advantages of privatization of the company. The economic activities generated in and around the mill after its re-operation is remarkable.

The BTI is not doing well at the moment. Its total expenditure, production, sales, export, and product diversification have improved, but employment has reduced. Its level of sales is not sufficient to bring the company into profit. It is facing international market problem. If it succeeds to diversify its products and export them to Europe as planned, it may overcome the problem. Moreover, if the government, by negotiating with the US government, succeeds to eliminate the quota limitation in the US market or to increase it or if it succeeds to make the quota allocation system more scientific, the company may survive well in the future. Otherwise, it is in very serious trouble presently.  

In the case of NBBU, production, profit, investment, tax, and sales have improved. All the employees are made permanent. Some of the employees have taken voluntary retirement. Technology improvement and product diversification have been carried out. It is doing very good but, in the case of NLOL, it has not done so good. Its production, sales, profit and technology improvements are almost the same as before and after privatization. Recently NLOL has distributed dividend to the shareholders. NBL, in which, the government has off-loaded only partial shares, is doing well. It is rumoured that the top-level management (the Board) has some problems of lobbying. Similarly, ATF was closed for nearly one year mainly because of the several disagreements among the investors who were chosen in  inappropriate way in the privatization process because of the decision based only on price rather than on technical side also very recently the company has restarted operation. 

Three things are common in all these enterprises. All of them have increased the prices of the products and total expenditure and borrowings have also gone up. The price increments by all companies indicate that the pricing of public enterprises were heavily subsidized. The price of the product did not cover the real cost. Consequently, after privatization, all of the privatized companies increased the prices of the products by covering the real cost and profit per unit. 

Similarly, the increased borrowings indicate that the new management have injected more money in the improvement of the companies and are trying hard to cope with the scarcity of funds. It is evident from the statistics that all of the companies except one have increased their total expenditure. Some of the increased expenditure might have come from their personal funds. 

From the above discussion, it is clear that most of the privatized enterprises are doing well. Even those enterprises, which are not performing absolutely well, have shown improvements in terms of this or that factor. For example, BTI and LBS&TF have exported most of their products. Some of the enterprises fought long time for their survival and, lastly succeeded to overcome their difficulties such as LBS&TF. Now, ATF is struggling hard to overcome the survival problem. But it does not mean that the road is easier. There are several difficulties facing the privatized enterprises. Some of the privatized enterprises considered most successful are facing very difficult situation after long time of privatization such as BP&PNL, HB&TF, etc. 

The Biratnagar Jute Mills is already in the private sector with the government having only minority shares in this company. The board contracted out the company to the private management. Later, the board chairman broke the contract with the former management and again contracted it out to another management, which has recently informed the government that it can't run the company further. It seems that the management and the board are not in good tune. As a result, the company is suffering. 

Though there are some problems in the organization and process of privatization programme as mentioned in Chapter 4, most of the problems are originating from the economy itself. Scarcity of funds, absence of big investors and skilled manpower, impractical government regulation, absence of corporate culture, undeveloped capital market, smaller size of the economy, national and international market problems, ignorance of people, etc. have nothing to do directly and specifically with the privatization programme itself though they do affect the success of privatized enterprises as observed above. The BP&PNL, HB&TF, LBS&TF, BTI and BBF all are suffering from this or that of the above factors. In this context, the government has to show its sensitivity towards these enterprises and should try to solve some of the genuine problems such as scarcity of funds and shortcomings in government regulation, Privatization Act, tax and other economic policies, etc.

There is a big hue and cry regarding environment deterioration issues, foreign employees' recruitment and health hazardous production process of some of the privatized enterprises. As mentioned earlier, these are also the problems of the economy as a whole and have originated from some of the compulsions of the government in general. These problems are prevailing in almost all of the private enterprises, some of them also in the government enterprises. It is the duty of the government to monitor and supervise these enterprises and force them to comply with the laws, by-laws and regulations. If they do not follow the instructions, the concerned government agencies should punish them in accordance with the applicable law. If the legal provisions are not sufficient, they should bring a new law with the approval of the parliament. But the government agencies responsible for implementing such laws, by- laws and regulations are to some extent inactive. Instead, all blame is imposed on the privatization programme.

Naturally, the privatization process in Nepal is not exception to the problems. The economy is in the early stage of development so there are several structural problems. These structural problems could be addressed in the due course of development process, which itself requires privatization and liberalization to eliminate some of the inherent problems of the economy. In this context, the privatization, liberalization and sustainable economic development process have to go side by side. They are interrelated and can not go separately.  Furthermore, most of the other economic problems could be solved to a large extent if privatization process is carried out efficiently, prudently and logically.

CHAPTER ONE

1.0.0.
Introduction: 

1.1.0.
Several enterprises were established in the public sector during the 60's and 70's, with the industrial sector enterprises mainly set up under the financial and technical assistance of bilateral donors. The major objectives underlying establishing these enterprises were:

1.1.1.
To generate economic activities in the country as there was the absence of significant role-play by the private sector in this regard, 

1.1.2.
To avail goods and services to the general people at fair prices and in abundant quantity, 

1.1.3.
To create employment opportunities in the organized sector, 

1.1.4.
To substitute imports and save foreign exchange, 

1.1.5. To utilize the foreign aid, and

1.1.6. To develop economic and social infrastructure.

In due course of time, it became obvious that these enterprises could not play the expected role. Instead, they proved additional burden to the national economy in terms of absorbing national budget, crowding out the private sector investment, creating scarcity of goods and services and establishing examples of mismanagement, political intervention and corruption. 

In the mean time, the concept of privatization took shape in the developed countries. They came to the conclusion that doing business is not the business of the government because it does not have the required skill, capacity and orientation to handle the business as properly as the private sector does. Their conclusion was that the government should concentrate itself on facilitating and regulating the private sector in performing these activities, and also confine itself to those activities in which the private sector is least interested or in which it has inherent limitations on account of security or social welfare considerations. In addition, the privatization of public enterprises could release the sales proceeds and subsidy fund to be used in more important alternative uses. Privatization would also significantly reduce the associated financial & administrative burden of the government and empower it to devote its financial resources and manpower to more crucial areas and sectors such as infrastructure building, maintenance of law and order and performance of basic social welfare functions, hence building a conducive environment for enhancing the capability and efficiency of the government in the discharge of its basic functions and responsibilities. The demise of the socialist regime also exposed the inappropriateness of the public enterprises as they failed in their assigned functions despite enjoying the privileges and monopoly powers of the State. 

The newly-elected Nepali Congress government launched the privatization programme in 1992 to lead the economy towards the new strength and vigour. The programme was started with the objectives of enhancing the efficiency of public resource management, raising the private sector investment in the economy, and refocusing government functions, priorities and resources on those areas which are identified as the most instrumental and critical for ensuring a self-sustained and viable economic development pattern in the country. At first, three manufacturing enterprises were privatized. In 1993, Privatization Act 2050 (1993) was enacted. Subsequently, other 13 enterprises were privatized adopting four different modalities.

Right from the moment the government launched the privatization programmeme in 1992, there are strong criticisms levelled against it from employees and people of different walks and fashions. Some of these criticisms are completely unfounded, some have originated from the political compulsions and a lot of them are due to ignorance. Prominent among many such criticisms was that the government did not monitor what happened to the privatized enterprises and it behaved with the privatized enterprises as if it just wanted to get rid of them, not caring for them later on. This criticism emerged in related forums, in parliament, in seminars and in press conferences. On most of these occasions, the government had assured that it would carry out the monitoring and evaluation work of the privatized enterprises as soon as possible. In order to materialize this commitment of the government and also to logically respond to those criticisms and to improve the future privatization programme as well, the monitoring and evaluation work of the privatized enterprises had became a must. Eventually, the privatization cell has carried out the present study. 

This report is organized in five chapters. Chapter one deals with the introductory part of the study. It presents the brief account of the conceptual development of the privatization policy and the context in which Nepal adopted it. It also presents the general public’s view toward privatization and the background for carrying out the study. In addition, this chapter discusses the objectives, methods, process, scope and limitations of the study.

Chapter two dwells on the objectives of the privatization programme, composition of the privatization committee and its functions, privatization procedure and the list of privatized enterprises. 

Chapter three explores the actual status of privatized enterprises in terms of total expenditure, production, sales, capacity expansion and utilization, export, prices, borrowings, product diversification, technology improvement and profit and loss position.

Similarly, chapter four deals with the problems of privatization programme in Nepal.

The last chapter recommends to the possible solutions to the problems as discussed in chapter four. Finally, there are annexes attached to provide the detailed figurework.

1.2.0.
Objectives:

The study has been carried out with the following objectives in mind:

1.2.1.
To ascertain the current status of the privatized companies in terms of major indicators,

1.2.2.
To identify the problems of privatization process,

1.2.3.
To prescribe remedies for these problems, and

1.2.4.
To review the compliance status of the sales and purchase agreements of the privatized companies.

1.3.0
Process of Study:

1.3.1. Review of related materials: 

The study team studied all the available related materials, e.g., Constitution of Nepal, Ninth Plan, the Privatization Act 2050 (1994), Budget Speeches, Economic Surveys, Auditor General's Reports, Reports on Targets and Performances of Public Enterprises, Annual General Meeting Reports of privatized enterprises and other related publications. 

1.3.2. Field visit: 

The team visited all privatized companies' headquarters and plant sites and made personal assessment /observation of the companies.
1.3.3. Written questionnaire: 

The team supplied two written questionnaires to the new management, questionnaire 1 & 2. The questionnaire 1 is quantitative in nature and consists 

of all basic indicators like production, sales, employment, price, tax, profit & loss, etc. It was required to be filled in by the research or planning division. The questionnaire 2, which is subjective in nature, was drafted basically to make verbal interviews with the top executives . In most of the cases, however, the top executives were not available and the team left the questionnaire to be answered by him/her in writing.  

1.3.4. Interview: 

The team also interviewed the employees and workers of the privatized companies and the local residents in the vicinity. Questionnaires 3 & 4 were prepared to interview the employees and workers of the privatized company and the local residents, respectively.

1.4.0.
Scope of study:
1.4.1.
Current status of the enterprise in terms of major indicators,
1.4.2.
Problems of privatization process,

1.4.3.
Possible remedies for these problems, and
1.4.4.
The status of adherence to terms and conditions of sales and purchase agreement.
1.5.0.
Limitations of study:
1.5.1.
Some difficulties appeared in getting information and statistics and interviewing people, especially the local residents. The employees hesitated to be interviewed in front of the senior managers while, in their absence, they seemed to be negative. The local residents seemed to be indifferent to the privatized enterprises in most of the cases. Only in few cases, they were enthusiastic. This was because they were in disputes with the company regarding pollution, employment or the payment  arrears for their supply to the company.

1.5.2.
The private management hesitated to provide information officially. The management tried to avoid some of the strategic information such as the price. Most of them did not provide complete information as required.  Some of them did not sign the questionnaires, too.  
1.5.3. The data collection period was insufficient. As a consequence, questionnaires 1 & 2 could not be filled during the team’s stay in the company. The team had to leave the questionnaires to the management. It took long time to get back these questionnaires. Even the filled questionnaires were not filled correctly and completely. The team had to contact the concerned persons several times to get the correct and complete information. Some of the information could never be available.

CHAPTER TWO

2.0.0. INSTITUTIONAL & LEGAL FRAMEWORK:

2.1.0.
Objectives of the privatization programme: 

The objectives of the privatization programme as enshrined in the Privatization Act, 2050 (1994) are as follows:

a) To increase the productivity through the enhancement of the efficiency of  the state owned enterprises,

b) To mitigate the financial and administrative burden to the government, and

c) To achieve the all round economic development of the country by promoting wider participation of the private sector in the operation of such enterprises. 
2.2.0.
The Privatization Committee:

To implement the privatization policy, a privatization committee is constituted in accordance with the Privatization Act, 2050 (1994). This committee is set up under the Chairmanship of the  Minister of Finance.  Its composition is as follows:

Minister or State Minister for Finance------------------------------------------------Chairman

Chairman , Finance Committee (House of Representative)-----------------------------Member

Two Members of Parliament nominated by His Majesty’s Government----------------- Member

Member,  National Planning Commission ---------------------------------------------Member

Secretary, Ministry of Finance  ------------------------------------------------------- Member

Secretary, Ministry of Law, Justice and Parliamentary Affairs------------------------- Member

Secretary, Ministry of Labor ---------------------------------------------------------- Member

Secretary, Line Ministry--------------------------------------------------------------- Member

President, Federation of Nepalese Chamber of Commerce and Industry------------------Member

Joint Secretary, Ministry of Finance ----------------------------------------Member-Secretary   (Corporation Coordination Division)

The Committee shall, if necessary, invite the chief of the enterprise, labor representatives and any distinguished economist in the meetings of the Committee.  

2.2.1.
The functions of the committee are the following:
a) To conduct study or research in order to formulate privatization programmes; 

b) To recommend programmes and priorities of privatization to the government;

c) To require evaluation of the enterprise and to recommend the government in the process of privatization;

d) To remove hindrances faced in implementing privatization programmes and maintain coordination;

e) To follow-up the decisions and agreements relating to privatization and cause to do so;

f) To constitute sub-committees, as may be necessary, in respect of privatization; and

g) To perform or require to perform other works, if necessary, in respect of privatization.

A privatization cell has been established under the Ministry of Finance which works as a secretariat of the Committee.  

2.3.0.
The privatization procedure:
On the basis of its own study or on the recommendation of the line ministry or on the request of the management of the concerned public enterprises (PE), the privatization cell initiates the privatization process of the particular PE.  It recommends its proposals to the Privatization Committee, which decides on it. The privatization cell hires evaluators to evaluate the value of the PE. An Information Kit and an Information Memorandum containing all the essential information about the PE are prepared for the flow of information to the interested parties and individuals. The Information Kit is distributed free of cost to anyone who is interested while the Information Memorandum is distributed to the interested parties who are willing to bid for the PE and who deposit Rs. 200000 in the account maintained in the central bank for that purpose. But in the case of employees of the concerned PE, this amount is only Rs. 10,000. For the successful bidder this amount is adjusted to the proposed price latter, while for the unsuccessful bidders 10 percent of the total amount is deducted and the rest of the money is refunded to them. The Information Memorandum contains the bid application form also. 

The bid notice is published in national and international newspapers and other communications media as required. The bids are opened in front of the representatives of all the bidders. Two-tier negotiation teams are constituted to negotiate with the bidders. The primary negotiation team is constituted under the chairmanship of the secretary of the line ministry. This team discusses each and every aspect of the bid, except the price, with the concerned bidders and tries to motivate the bidder to improve the offer. With their findings the primary team submits report to the higher level negotiation team headed by the senior minister and comprising both the ministers : a) the Finance Minister, and b) the Line Minister. This team negotiates with all the bidders and discusses all aspects of bids including price. As per the past experience, bidders have mostly improved their offer after negotiation with the higher level team. This team submits its final findings to the Committee, which discusses all aspects of the findings of the higher negotiation team and recommends to the Cabinet. The Cabinet makes final decision on the recommendation of the Committee. 

At present, the procedure has been refined with the two-envelope system adopted to select the appropriate bidder. The bidders in the new bidding system are asked to submit two proposals: technical and financial. Firstly, the technical bids are opened. Only those bidders who are qualified technically are selected for opening financial bids. Among the technically qualified bidder/s, the one (s) who has (have) proposed highest price in the financial bid is (are) declared successful and the company is handed over to him/them.

2.3.1.
The privatized enterprises:
Altogether, the following 16 enterprises have been privatized so far :

Table 1

General description of privatized enterprises.

	S.No
	NAME OF THE COMPANY
	YEAR OF PRIVATIZATION
	METHOD OF PRIVATIZATION
	(SALES PROCEEDS (RS. ‘000)
	PROPORTIONATE  SHARE                                       Mgt.   Emp.  Public

	1
	BHRIKUTI PAPER MILLS (BPM)
	OCT.  1992.
	Asset  and business sale
	229800
	70
	5
	25

	2
	HARISIDHI BRICK  AND TILE FACTORY (HBTF)
	OCT. 1992.
	 Asset  and business sale
	226900
	72
	5
	23

	3
	BANSBARI LEATHER AND SHOE FACTORY
	MAR. 1992.
	 Asset  and business sale
	22400
	75
	5
	25

	4
	NEPAL FILM DEVELOPMENT  COMPANY (NFDC)
	NOV. 1993.
	Share Sale
	 64662
	51
	5
	44

	5
	BALAJU TEXTILE INDUSTRY LTD. (BTI)
	DEC. 1993.
	 Share Sale
	 17716
	70
	5
	25

	6
	RAW HIDE COLLECTION AND DEVELOPMENT CORPORATION LTD. (RHCDC)
	DEC. 1993.
	 Share Sale
	  3990
	---------
	
	100

	7
	NEPAL BITUMEN AND BARREL UDHYOG LTD. (NBBU)
	JAN. 1994.
	 Share Sale
	 11640
	65
	5
	30

	8
	NEPAL LUBE OIL LTD. (NLO)
	JAN. 1994.
	 Share Sale
	 30424
	40
	5
	33(`

	9
	NEPAL JUTE TRADE AND DEVELOPMENT COMPANY
	1993.
	 Liquidation
	Liquidation
	---------
	
	

	10
	TOBACCO DEVELOPMENT COMPANY
	1994.
	Liquidation
	Liquidation
	---------
	
	

	11
	NEPAL FOUNDRY INDUSTRY (NFI)
	MAR. 1996.
	Share Sale
	 14473
	51
	5
	44

	12
	SHRI RAGHPATI JUTE MILLES (SRJM)
	AUG. 1996.
	"
	 82204
	65
	5
	30

	13
	BIRATNAGAR JUTE MILLES (BJM)

	DEC. 1996.
	Management Contract
	Business contract
	--------
	
	

	14
	NEPAL BANK LTD. (NBL)

	MAR. 1997.
	Share Sale
	125140
	------
	5
	54 ^

	15
	AGRICULTURE TOOLS FACTORY (ATF)
	MAY, 1997.
	 Share Sale
	 95100
	65
	5
	30

	16
	BHAKTAPUR BRICKS FACTORY (BBF)
	AUG. 1997.          
	Lease
	 20300       (10 year’s lease).
	------
	
	100 HMGN


Moreover, three additional PEs, viz, Himal Cement Factory, Nepal Tea Development Company and Butwal Power Company, are under the  privatization process. The evaluation team has evaluated all the bids submitted for HCF Privatization and found none of them satisfactory So, the Committee is going to request the bidders to improve their offers.

 In the case of NTDC, the final bid was offered to K. C.  Palanisami who, even though his final payment date was extended several times, could not make the payment within the due date. As a result, he was declared defaulter. The Ministerial decision, which extended further the payment date of Palanisami, had also instructed the Finance Ministry officials to negotiate with other bidders in case if he fails to make payment by even that date. Negotiation with other bidders has completed. Mr. P. L. Shanghai is selected as the successful bidder. The final agreement will be signed shortly.

Similarly, in the case of BPC, the technical bids have been evaluated and both the bidders have been pre-qualified. In the mean time, they were notified to re-submit their financial bids because the previous proposals were not in accordance with the bid notice. At present, the financial bids are being evaluated. It will take some time to complete all the process and award the final bid. 

CHAPTER
THREE

3.0.0
Status of privatized enterprises:

The status of the privatized enterprises is described below:

3.1.0.
Sri Bhrikuti Pulp and Paper Nepal Ltd. (SBP&PNL)

SBP&PNL was incorporated as a PE in 2039 B. S., with Chinese technical and financial aid. Its products were papers of different sizes. It was privatized in 2049 B. S. along with other two manufacturing enterprises. The net impact of privatization of this company is positive. 

Investment is positive. The total expenditure in FY 2046/047( was Rs. 82.2 million. After privatization, 

Expenditure Figures:

	FY
	Rs. (Million)

	2050/51
	108.1

	2051/52
	126.1

	2052/53
	320.4


The total new investment in plant & machines, buildings, and others are :

	Buildings
	Rs. 708.49 million

	Machines
	Rs. 140.28 million

	Others
	Rs. 11.21  milliom


The capacity has been extended significantly. In FY 2046/47, its total production capacity was 13 MT per day (TPD). Now, it is 88 TPD. Similarly, capacity utilization has also increased in comparison to the pre- privatization years as shown below :

	FY
	Capacity Utilization (%)

	2046/47
	76.1

	2047/48
	66

	2050/51
	84.1

	2051/52
	70.9

	2052/53
	27.2


The number of total employees in the company was :

	FY
	Number

	2046/47
	280

	2047/48
	283


which, after privatization, rose significantly :

	FY
	Number

	2050/51
	342

	2051/52
	383

	2052/53
	1078


Since the data available is for only three years after privatization, nothing is mentioned about product diversification. But, it is learnt that the company in the latter years has also started producing pulp.

Total production has increased tremendously. The production was :

	FY
	MT

	2046/47
	2968

	2047/48
	2574

	2048/49
	2665


After privatization, production rose 

	FY
	MT

	2050/51
	3498

	2051/52
	4086

	2052/53
	7659


Similarly, total sale before privatization was :

	FY
	MT

	2046/47
	2947

	2047/48
	2523

	2048/49
	2560


which rose after privatization as follows 

	FY
	MT

	2050/51
	3622

	2051/52
	3885

	2052/53
	7038


The price of the product also has risen significantly. The price per metric ton (PMT) in  FY 2046/47 was Rs. 29769. In the subsequent years of privatization, prices soared up. The prices are :

	FY
	Rs. PMT

	2050/51
	36637

	2051/52
	42685

	2052/53
	48367


But it is not only the price of the product that soared up but the prices of some of the raw materials and chemicals also went up significantly. The price of imported waste paper went up to Rs. 13855 PMT in FY 2052/53 from Rs. 6755 PMT in FY 2046/47. Similarly, the prices of other raw materials and chemicals have also risen.

Before privatization, all production was consumed in the local market. After privatization, the company launched an ambitious project of producing 88 TPD, by targeting international market, especially the Indian market. In FY 2051/52 and 2052/53, it exported 23 MT. and 217 MT. But because of recession in the international market and dumping sales by the CISs, S. Korea, Canada and Indonesia, the international price fell sharply and the Nepalese products could not be competitive in the international market. As a consequence, the company is presently facing tough market problem. It seems, however, that recently the price situation in the international market has slightly improved.

The company blames the government for its product not being competitive in the international market. According to the company, the government is insensitive towards the problems faced by the domestic products; e. g. the customs at the rate of maximum 5% is levied on the import of newsprint and there are no local taxes and VAT on it while the import of raw materials and chemicals required for paper production have to pay high customs duty, VAT and other local taxes. Moreover, according to them the newsprint importers import other papers in the disguise of newsprint paper. This makes their sales more competitive and the local industries have to lose even the local market. Similarly, according to the management, the government must give some incentive in the form of soft loan, tax exemption etc., to protect the local industries. 

Although this company is doing very good in terms of production, sales, employment opportunities etc., it is heavily indebted. For the period of the government ownership, statistics on loan is not available. But after privatization it borrowed a huge amount of money especially for expansion programme. In FY 2050/51, 2051/52 and 2052/53, it had debt burden of Rs. 286.5 million, 487.3 million and 708.4 million respectively. It has severe debt servicing problem and, if some radical measures are not adopted immediately, the company may face survival problem.

Statistics on tax payment are not available for the pre-privatization years. Rather, it was getting government subsidy. In FY 2046/47 it got Rs. 57.39 million in grant, but after privatization it has started to pay taxes. In FY 2050/51, 2051/52 and 2052/53, it paid Rs. 6.66 million, 8.03 million and 23.50 million respectively in different taxes.

This company has done very good in terms of technology improvement also. It has started use of waste paper as raw materials and has replaced coal by rice husks, which is very cheaper in comparison of coal. In FY 2046/47, to produce 2968 MT. of paper, the company consumed 3872 MT. of coal. This cost Rs. 13.74 million @3549 PMT PLUS electricity of Rs. 4.85 million, whereas, in FY 2052/53, to produce 7659 MT. of paper, it consumed 18813 MT. of rice husks. This cost Rs. 14.49 million @ Rs. 770 PMT PLUS electricity of Rs. 22.05 million (the electricity price has been increased). It illustrates that energy production from rice husk is significantly cheaper than coal. Moreover, it is believed that the smoke of rice husk is less harmful than the coal smoke. All of these prove that the technology improvement has brought better results.

Regarding profit and loss, the company had earned Rs.12.0 million and 4.3 million in FY 2046/47 and 2047/48 respectively. After privatization, the company could not succeed to earn profit in FY 050/51. It was at a loss of Rs. 3.12 million in that year. It may be because of the transition phase of the company transferring from the public ownership to the private. There were a lot of demonstrations and strikes in the company in that year. In the following two years, it succeeded to earn profit of Rs. 7.43 million and 5.88 million respectively. But because of the problems stated above, the company might not have been able to earn profits in the latter years.

The company is creating serious environment problems. The affluent water is polluting the local river on the one hand, and the smoke, ash and fire particles are polluting the air and the neighborhood on the other. The local residents blame that the river water, which was a major source of irrigation, has become unusable. Similarly, the smoke and dust pollution has become very serious. Ashes and especially the fire particles in the smoke have created several problems such as that the clothes can't be dried in the open, the residence buildings and their kitchen gardens are all filled with dust and ashes, etc. More serious is the fact that when the plant is operating, the burning rice husks shower from the smoke and spoils the clothes of the passer-by. If they lie on the eyes, eyes are hurt and the victims have to rush for the medical treatment. There is possibility of breaking of fire in the neighborhood because of the burning ashes. The additional possibility of fire is from the company's raw materials and chemicals, such as the particles of dried straw, waste papers and chlorine gas, etc. All of them are extremely susceptible to fire. There were some cases of fire in the past, too. 

It is suggested that the government should instruct the company to install a sucker in the chimney, which will suck the fire particles, ashes and other dangerous elements from the smoke and only dust and ash free less harmful smoke will emit. This will control the air pollution completely. It is also learnt that this equipment does not cost much. Regarding water pollution, a water treatment plant has already been arrived. It is in the process of being installed. According to the management, they need some more time to install it. 

The company has paid the government all of the sales proceeds except Rs. 11.06 million. The company did not pay this amount because it wants to settle the compensation for fire first, which was broken during privatization process but before hand-over of the assets.  The government and the private party could not solve this issue mutually and, as per the agreement, they have gone for arbitration. 

Table – 2

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 

2046/47
	FY 

2047/48
	FY

 2048/49
	FY 

2050/51
	FY 

2051/52
	FY 

2052/53

	Total Expenditures
	Rs in Million
	82.20
	-
	-
	108.10
	126.10
	320.40

	Production
	MT
	2968
	2574
	2665
	3498
	4086
	7659

	Sales
	MT.
	2947
	2523
	2560
	3622
	3885
	7038

	Capacity Utilization
	%
	76.1
	66
	-
	84.10
	70.94
	27.20

	Price
	PMT
	29769
	-
	-
	36637
	42685
	48367

	Employment 
	Nos.
	280
	283
	-
	342
	383
	1078

	Export
	MT
	-
	-
	-
	-
	23
	217

	Borrowings
	Rs in Million
	-
	-
	-
	286.50
	487.30
	708.40

	Tax
	Rs in Million
	-
	-
	-
	6.66
	8.03
	23.50

	Profit/Loss
	Rs in Million
	12.00
	4.30
	-
	(3.12)
	7.43
	5.88


3.2.0.
Harisiddhi Brick &Tile Factory Ltd. (HB & TF)

The HB&TF was incorporated in 2026 B.S. as a public enterprise with Chinese technical and financial assistance. The major products of this company are bricks and tiles. This company was privatized in FY 2049/50. The impact of privatization of this company on investment, production, sales, employment, technology improvement etc. are positive.

In the pre-privatization years of FY 2046/47 and 2047/48, the total expenditure was Rs. 22.70 million and 27.89 million respectively, while this amount in FY 2049/50, 2050/51, 2051/52 and 2052/53 was Rs. 30.56 million, 47.22 million, 54.95 million and 66.87 million respectively. These figures show apparent increment in investment. The company has invested around Rs. 120 million in new plants and equipment and added one new brick and one new tile shop. Similarly, it has bought one dry press unit, one dry press unit plus kiln and one local kiln.

Of the production, before privatization in FY 2046/47 and 2047/48, total production of tiles was 709000 units and 909000 units and the production of bricks was 13327000 units and 18043000 units respectively. After privatization, the production of tiles in units was 1449000, 1623000, 1554000, and 1720000 and that of  bricks 31883000, 36499000, 33408000 and 34762000 in FY 2049/50, 2050/51, 2051/52 and 2052/53 respectively. These figures show huge increment in production after privatization.

In the same way, total sales have also increased significantly. In FY 2046/47 and 2047/48, total sale was Rs. 21.37 million and Rs. 27.72 million respectively. After privatization, these figures rose to Rs. 37.33 million, 42.79 million, 47.44 million and 41.49 million in FY 2049/50, 2050/51, 2051/52 and 2052/53 respectively.

The total number of employees has increased after privatization. In FY 2046/47 and 2047/48 the total number of employees working in the company was 578 and 595 respectively. These numbers in FY 2049/50, 2050/51, 2051/52 and 2052/53 were 611, 618, 609 and 593 respectively. In addition, there are seasonal labours numbering around 800-900. 

Regarding capacity expansion, there has been tremendous growth. According to the management there were three brick shops and one tile shop before privatization. Now, there are four brick shops and two tile shops. The production capacity of new brick shop alone is two-thirds of the existing three brick shops.

In terms of capacity utilization, the scenario is not very optimistic. The economy is sluggish and, consequently, the construction works are slow. Hence, the demand for bricks and tiles is declining. In addition, more competitors have entered into the market.  The cost of production has increased tremendously, as the company has increased payment to the farmers by 7-8 times. Before privatization the payment to farmers for the use of land as the compensation for the lost agriculture products was about Rs. 1800 per Ropani. Now, it is about Rs. 14700 per Ropani.  Similarly, the price of coal has also gone up significantly. As a result, the price of the product has also gone up sharply.  All of these factors are contributing to the decline of the factory. 

In addition, the company is suffering from high debt. In FY 2049/50, 2050/51, 2051/52 and 2052/53, the total debt is Rs. 175.18 million, 118.10 million, 125.08 million and 181.89 million respectively. These figures clearly indicate that the future for this company is not very bright. It is suffering from debt servicing problem. There is additional problem that the government has not allowed the company to sell the land. The cause being that the people in general could assume that the owner bought this factory keeping in mind the real estate value of the land, that the investors were able to manipulate the price and succeeded to buy it at a very low price, that they being not real investors would have no interest in running the industry, rather close the industry and sell the land, which will bring them heavy windfall profit. But this is not the rational argument. The government had to foresee this problem before privatization.  In that case it had another option of not selling the land but leasing it out for a fairly long time. But now the company is bearing loss as it has to pay huge amount of money in debt servicing while it has unnecessary precious land lying idle, by selling which, it could solve the financial problem. The management is of the view that because of all these reasons, the company would be compelled to declare itself a sick industry in latter years, which is not the intention of the privatization programme. In the long run, such policy would hurt the national privatization programme as a whole. One of the major reasons of private sector's reluctance to invest in enterprise contemplated for privatization is that there are several unproductive conditions that make the business more difficult for the private investors.

The company has diversified its products. Before privatization, it was producing normal bricks and tiles. Now it is producing more compact, strong, comprehensive and durable products having better look. In the same way, according to the management, they have started producing roof tiles, which can be used in rural areas, merely keeping in view the social factor. 

As mentioned earlier, the company has added improved technology, plants and equipment. Now they are producing some of the tiles and bricks by Double De-aired technology, to improve the quality of products. These products are sold in the market at higher prices. According to the management, there is no shortfall of demand for this product.

The company is trying to export its products, especially bricks to Japan where, according to them, there is demand. They have already exported some of their products. Now they are trying to get a contract from the customer. 

Environmental situation is the same. Since the company is producing more, so more smoke might have been emitted in the atmosphere.

The profit trend is very unstable in the pre-privatization years. In FY 2044/45, the total loss incurred by the factory was Rs. 0.28 million, and in 2045/46 it earned profit of Rs. 2.80 million. Similarly, in 2046/47 and 2047/48, it was at loss of Rs. 0.11 million and profit of Rs. 1.65 million respectively. In the initial years after privatization, the trend had changed and the company was in profit (though declining) for the subsequent two years. But in the third year the trend changed again  perhaps because of the reasons mentioned above. In FY 2049/50 and 2050/51, the company earned profit of Rs. 8.33 million and 2.24 million respectively, while in FY 2051/52 and 2052/53, it was at loss of Rs. 7.946 million and Rs. 20.279 million respectively. 

The company has paid all the due amounts except the disputed amount of interest and penalty. The government has charged the company Rs. 5.3 million as interest and penalty, which the party could not agree and have gone to the court to settle this issue. 
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	Before Privatization
	After Privatization

	
	Unit
	FY 

2046/47
	FY

 2047/48
	FY

 2048/49
	FY 

2049/50
	FY 

2050/51
	FY 

2051/52
	FY 

2052/53

	Total Expenditures
	Rs in Million
	22.70
	27.89
	-
	30.56
	47.22
	54.95
	66.87

	New Investment 
	Rs in Million
	-
	-
	-
	-
	-
	120.00
	-

	Production

                Tiles
	'000 Pi.
	709
	909
	-
	1449
	1623
	1554
	1720

	                Bricks
	'000 Pi.
	13327
	18043
	-
	31883
	36499
	33408
	34762

	Sales
	Rs in Million
	21.37
	27.72
	-
	37.33
	42.79
	47.44
	41.49

	Employment 
	Nos.
	578
	595
	-
	611
	618
	609
	593

	Borrowings
	Rs in Million
	-
	-
	-
	175.18
	118.10
	125.08
	181.89

	Profit/Loss
	Rs in Million
	(0.11)
	1.65
	-
	8.33
	2.24
	(7.95)
	(20.28)


3.3.0.
Leatherage Bansbari Tannery and Shoes Factory. (LBT & SF) 

The LBT & SF was incorporated at Bansbari of Kathmandu district in 2020 B. S. under the technical and financial assistance of the Chinese government. Its major products were different types of shoes, and processed and semi-processed leather. It was privatized in 2049 B.S. After privatization, it is producing only wet blue leather. The impact of privatization on major indicators is not very positive. The types and scale of production have declined with consequent chain effect on economic indicators. But in the recent years, it seems to be improving slowly. One of the conditions of the sales and purchase agreement was to transfer the company elsewhere. The erstwhile land and buildings were leased to the company for 5 years. The new management transferred the company to the Chanai VDC of Kapilvastu district before 5 years.

The total investment declined in the subsequent years of privatization. In FY 2046/47 and 2047/48, total investment was Rs. 46.58 million and 52.90 million respectively while, after privatization, in FY 2049/50, 2050/51, and 2051/52, they were Rs. 2.96 million, Rs.4.72 million and Rs.4.67 million respectively. After privatization, the company bought 50 kattha of land in Chanai and has constructed factory building on it, which cost Rs. 43.8 million in 1994 A.D.

In terms of production, the impact is not optimistic because the company has stopped producing processed leather and shoes. Presently, it is producing semi- processed leather only. This has negative impact on total production, total sales as well as on product diversification. There can't be any pre-and post-privatization comparison regarding the shoe and processed leather production as their production has already been closed. In spite of that semi-processed leather production has increased significantly. The total production of shoes, processed (crust) and semi-processed (blue wet) leather in FY 2046/47 was 105000 pairs, 674000 sq. ft, 1062000 sq. ft. and 109900 pairs, 739500 sq. ft., and 1242700 sq. ft. in FY 2047/48. But the total production of wet blue leather was 2689170 sq. ft. and 2303000 sq. ft. in FY 2053/54 and 2054/55 respectively.

The management blames the government for the company’s not being able to operate the shoe manufacturing plant. According to them, as the government provided self-retirement scheme to additional employees, other than those who were mutually agreed to, all trained manpower left the company and the company could not get the trained manpower to produce shoes. Not only the trained manpower but all of the remaining employees left the company as it decided to shift to a new rural place of Chanai VDC of Kapilbastu district. Since this is a small, isolated and undeveloped locality, it is very difficult to find skilled manpower there. According to the management, as it has a new unutilized shoe manufacturing plant, it plans to restart the shoe manufacturing in near future. Some untold factors also might have affected the crust leather and shoes production.

One untold factor for not operating shoes plant may be that as a PE the shoes production was highly subsidized, e.g., the real average price of shoe in FY 2046/47 and 2047/48 was Rs. 277.25 and Rs.283.00 per pair but they were sold at Rs. 180.75 and Rs. 214.95 respectively. The average loss to the factory in those years was Rs. 11.29 and 8.2 million respectively. Since the private sector doesn't and should not want and also can't afford such loss, so it might not have been enthusiastic to produce shoes. Similarly, exporting raw hide is more profitable than processed hide. Since the government has prohibited raw hide export so the company, in order to export, has to process it. Another factor may be that the investor has another big leather and shoe manufacturing factory in Kanpur of India. All of the semi-processed products of LBT&SF are exported to this factory in India. Consequently, there is no need of producing shoes and crust leather in this company.   

Regarding sales, in FY 2046/47 and 2047/48, this company sold 117,000 pairs of shoes worth Rs. 21.15 million and 120,500 pairs worth Rs. 25.90 million respectively. Similarly, in these two years, crust and blue wet leather 1339,000 sq. ft. worth Rs. 21.62 million and 1379400 sq. ft. worth Rs. 24.62 million respectively were sold. After privatization, in FY 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55, the company sold all products worth Rs. 52.86 million, Rs. 22.38 million, Rs. 31.79 million, Rs. 76.19 million and Rs. 70.7 million respectively. In the first succeeding year of privatization, the total sales is not less because of old stock of shoes and leather but, in the following years, the amount declined until FY 2051/52. After that, there is tremendous increment in total sales far exceeding the composite sales of pre- privatization years. It certainly indicates the bright future of the company. 

But the future of the company may be unstable if the present slackness in the international leather market continues in the coming years. As the Indian Company is buying all of its production, the company has not faced any demand problem until now. But this can't continue for long time. The company expects that the normal tri-years trough of leather market will start improving next year. Regarding sales the company is facing another serious problem of huge stock of unsold shoes. At present, the company has 25571 pairs of shoes in its stock, which cost about Rs. 6.57 million. As these shoes have become outdated, there can not be any demand for them in the market. As a result, the company has to destroy it, which will mean additional cost to it. 

As mentioned above, the shoes manufacturing and crust leather production have been stopped. As a result, capacity utilization in real terms has declined but capacity utilization of blue wet leather has increased. In FY 2046/47 and 2047/48, the total capacity utilization was 59 % and 69% respectively. After privatization, in FY 2049/50, 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55, the total capacity utilization statistics are 40%, 80%, 40%, 80% and 75% respectively. 

In terms of capacity expansion, the company did not provide any information. But it seems from the production statistics that the company has expanded the semi-processing capacity of raw hide. The company had 1800000 sq. ft. of annual producing capacity of wet blue leather in FY 2046/47 and 2047/48. But in FY 2053/54 and 2054/55, the total production of wet blue leather was 2689170 sq. ft. and 2303000 sq. ft. respectively. Similarly, according to the management, it is planning to restart shoes manufacturing plant in the near future. It is also planning to establish a new dog chew plant in the near future. 

The company did not provide information on price but it seems that the price of wet blue leather has gone up. In FY 2046/47 and 2047/48, the government owned company sold processed leather at the average price (average of crust and wet blue leather prices) of Rs. 16.15 sq.ft. and 17.85 per sq. ft. respectively. But in FY 2053/54 and 2054/55, the private company is selling wet blue leather at Rs. 29 sq. ft. and 32 per sq. ft. respectively.

In terms of export, statistics are not available for pre-privatization years. After privatization, almost all of the production has been exported.  In FY 2049/50, 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55, the company exported wet blue leather worth Rs. 6.9 million, 46.4 million, 15.8 million, 31.79 million, 76.19 million and 70.7 million respectively.

After privatization, total employment has fallen sharply in this company. Before privatization, there were altogether 451 and 484 employees in FY 2046/47 and 2047/48 respectively. Now this number has decreased to 97 in FY 2054/55. As mentioned earlier, the company blames the government for the reduction of employees to such a miserable number. According to them, because of the government pressure they had to pay extra incentive to those resigning staff, who the company wanted to continue. In the absence of these trained staff the company could not restart the shoe production. The initial agreement was to voluntarily retire 100 employees only. But later on, the government pressurized the management twice to offer voluntary retirement scheme with golden handshake package. As a result, all the employees left the company. Consequently, the company had to seek other employees.  According to the employees they had disputes with the management so they were not interested to continue the service. 

In addition, when the company decided to shift it outside the valley, even those few employees, who were in favor of continuing the service, decided to discontinue. They started pressurizing the management to offer golden handshake package. As a result, the management could not resist the demonstrations, strikes and gheraos and offered the package to all the employees. Government's role in all of these events was confined in contributing some extra money for golden handshake programme for the employees' welfare.

The company has not invested much in improving technology. After privatization it has bought a new fleshing machine. And it has booked a dog chew manufacturing plant as well.

In the post privatization years the company has borrowed from local banks Rs. 27.5 million, 20.74 million, 35.94 million, 20.14 million and 17.90 million in FY 2049/50, 2050/51, 2051/52(, 2053/54 and 2054/55 respectively. These figures are showing positive trend as the debt burden seems declining.

Regarding environmental issue, the problem seems to be very serious. Local people are complaining seriously about water pollution and bad smell. The affluent water has direct connection to the local river, which was previously being used by the local people for drinking water (especially for domestic animals) as well as for irrigation. Similarly, the bad smell of rotten leather is another very serious problem. After privatization, because of pollution of the river, several local domestic animals have died. Similarly, at times when smell becomes worst, life becomes very difficult. As a consequence, the local residents and the management have been involved in a tug of war for long time. But it should be taken into notice that the environmental problem in Kathmandu has been removed. The vacant land after re-location of factory has been now used for the establishment of hospital which otherwise would not have been established.

 Similarly, the leather processing work is hazardous to health, but the management has not taken any measure to lessen them. Even simple things like gloves, masks and uniforms have not been distributed to the labors, who directly deal with raw hides.

Regarding tax payment, separate statistics is not available for the government-owned company. There is composite statistics in terms of cash flows to government from the corporation. This statistics include all payments to the government by the corporation such as tax, dividend, etc. In both FY 2046/47 and 2047/48, the company paid the government Rs. 2.0 million each year. After privatization, the company paid the government Rs. 0.73 million and Rs. 0.83 million in tax in FY 2053/54 and 2054/55 respectively. It shows that the government income has reduced after privatization. But if the total amount of debt and the interest, subsidy and other facilities provided by the government to this corporation are taken into account, the corporation’s transfer to the government will certainly fall far behind the private investor

Lastly, the profitability of the company was unstable while under the government ownership. In FY 2045/46, 2046/47 and 2047/48, the profit statistics were Rs. -4.87 million, Rs. -4.78 million and Rs. + 0.48 million respectively. Although the company was in profit just before the year of privatization, the trend did not indicate any improvement. Before earning profit, it was at loss for two consecutive years and the losses were about 10 times bigger than the profit. Moreover, no restructuring or other improvements were carried out. In such circumstances, the profit should be considered to be accidental. It could have worsened the following year had it been operated under the government ownership. After privatization, in FY 2049/50, 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55, the company’s profit  statistics was Rs. -2.23 million and, Rs. -1.56 million, Rs. -6.76 million, Rs. -2.34 million, Rs.  +0.57 million, and Rs. +1.13 million respectively. It seems that the company's position is improving gradually while under private ownership.

The company has paid all the amounts due to the government.

Table – 4

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 2046/47
	FY 2047/48
	FY 2048/49
	FY 2049/50
	FY 2050/51
	FY 2051/52
	FY 2053/54
	FY 2054/55

	Total Expenditures
	Rs in Million
	46.58
	52.90
	-
	2.96
	4.72
	4.67
	-
	-

	Production

 1.   Shoes
	'000 pairs
	105
	110
	-
	NA
	NA
	NA
	NA
	NA

	 2. Processed Leather
	'000 sq. f.
	674
	739
	-
	NA
	NA
	NA
	NA.
	NA

	3.  Semi-processed leather
	'000 sq. f.
	1062
	1243
	-
	NA
	NA
	NA
	2689
	2303

	Sales

1. Shoes
	Rs in Million
	21.15
	25.90
	-
	
	
	
	
	

	2. Leather
	Rs in Million
	21.62
	24.62
	-
	-
	46.55
	15.48
	76.19
	70.70

	Capacity Utilization (Factory)
	Percentage
	59
	69
	-
	Leathers 40
	80
	40
	80
	75

	Price
	Per sq. f.
	Rs. 16.15
	Rs. 17.85
	-
	-
	-
	-
	Rs. 29
	Rs. 32

	Export
	Rs in Million
	-
	-
	-
	6.9
	46.40
	15.86
	76.19
	70.70

	Employment 
	Nos
	451
	484
	-
	-
	-
	-
	-
	97

	Borrowings
	Rs in Million
	-
	-
	-
	27.50
	20.74
	35.94
	20.14
	17.90

	Tax
	-
	-
	-
	-
	-
	-
	-
	0.73
	0.83

	Profit & loss
	Rs in Million
	(4.87)
	(4.78)
	0.48
	(2.23)
	(1.56)
	(6.76)
	0.57
	1.13


3.4.0
 Nepal Film Development Company (NFDC)
NFDC was incorporated in 1971 as a public enterprise. Its main objectives were to preserve national art and culture and to provide healthy entertainment to the general people. It carried out several functions, mainly production of films and documentary films and renting out instruments and other services. In the process of privatizing it, 50 % of the total shares were sold to the private party. While fixing the privatization modality some proportion of total shares was reserved for the film-related professionals only. This was the unique style in privatizing enterprises in Nepal. Later, this modality was adopted in developed form while privatizing RHCDC in which the majority share was sold to the consortium of business- related parties only. The gross impact of privatization has been positive in this enterprise also.

Before privatization, in FY 2046/47, 2047/48, 2048/49 and 2049/50, the total expenditure of the government in this company, was Rs. 7.80 million, Rs. 6.63 million, Rs. 4.72 million and Rs. 14.02 million respectively.  After privatization, in FY 2050/51, 2051/52 and 2052/53, the total expenditure was Rs. 20.00 million, Rs. 15.95 million, and Rs. 19.33 million respectively. It has added a new studio and a final mixing and sound optical transfer machine. It has improved canteen facility and now it has launched a garden development programme. All of these activities cost the company about Rs.10 million

 After completion of these activities, the quality and quantity of the services provided by the company will improve significantly. It has contributed to the diversification of the products as it can provide new services and rent out new instruments to filmmakers.

Production also has increased tremendously in post privatization years. In FY 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55, the total number of films produced was 16, 16, 12, 20 and 21 respectively. But this number in pre-privatization years was very small. The company had during FY 2046/47, 2047/48, 2048/49 and 2049/50, produced story films 1, 1, 0 and 1; documentary films 2, 5, 0 and N. A.; news reels 8, 1, 0 and N. A.; laboratory service 0, 0, 1 and N. A.; and film processing 0, 0, 2, and N. A. respectively.

The sales figure is not available quantity-wise. The total value of sales for pre-privatization years of FY 2047/48, 2048/49 and 2049/50 was Rs. 5.21 million, 2.57 million and 5.35 million respectively. For post-privatization years of FY 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55, this figure is Rs. 17.52 million, Rs. 14.31 million, Rs. 20.53 million, Rs. 26.64 million and Rs. 24.67 million respectively. All these figures show that there is a clear increment in total sales after privatization. 

Information could not be available on capacity utilization and expansion of the PE before privatization. But for the subsequent three years after privatization, the capacity utilization figures are 55 %, 55% and 45 %. As the production has increased tremendously and a new film studio and dubbing machine have been installed, one can assume expansion of capacity in post-privatization years. 

After privatization, technology improvement activities have taken place in this industry. Before privatization, services such as dubbing, final mixing etc. were not available.  To carry out such activities, the producers had to visit India. But now all sorts of services are available in the company. As a result, a complete film can be produced in the company's studio. Now there is no need to go outside the country. This new arrangement has reduced the length of time, the total cost involved as well as the foreign exchange requirement. 

In terms of total employment, there is evident reduction in the total number of employees after privatization. Before privatization the total employment was around 100 while now it is only 55. Among the 55, 15 are permanent and the rest others are working on daily wage basis. But there was no voluntary retirement package. The investors had agreed to continue the service of the employees even after privatization. But the employees lost their confidence in the management. As a result, they resigned from the company. So the management hired some of the most essential staff on daily wage basis. Some of them were the old ones. These staffs have not been made permanent. The employees in this company also are not satisfied. Their complaints are as usual, like they are not made permanent, their salary and perks have been reduced in comparison to those of other public enterprises, etc. The rude behavior of management, sense of job insecurity and mental humiliation are other major problems of the employees. 

In spite of the fact that this company is not environment-hostile, it is developing a beautiful garden in its idle land. This garden will generate further income to the company. At present, the company is charging Rs. 1500 per day to the customers who use it for film shooting.

In the post privatization years, total borrowing of the company has increased. In FY 2051/52, 2052/53, 2053/54 and 2054/55, the total debt is Rs. 3.22 million, Rs. 3.21 million, Rs. 4.15 million and Rs. 3.51 million respectively. The company is in acute need of additional capital injection. It’s looking desperately for new capital but not at the market rate of interest. It has complaints against the government in this regard. It criticizes the government saying that the government does not take any responsibility to make the privatized enterprises successful. It treats privatization just as a method of lessening of its financial and administrative burden. It absolutely neglects them after privatization. According to the management the government must take care of these enterprises for some time even after privatization so that they could run smoothly and successfully. At the moment this company wants the government to help it to get around 100 million rupees at concessional interest rate to modernize the technology and equipment. According to them, the company can’t survive at commercial interest rate.

Information is not available regarding tax payment to the government by the company in pre-privatization years. In post-privatization years of FY 2050/51, 2051/52 and 2052/53 the company paid Rs. 0.83 million, Rs. 0.54 million and Rs. 1.00 million respectively. These figures are showing a positive trend.

In terms of profit, the company has made enormous improvement in its financial condition in succeeding years of privatization as evident from positive trend shown by the company after privatization. In pre-privatization years of FY 2046/47, 2047/48, 2048/49 and 2049/50, it was at loss of Rs. 0.61 million, Rs. 1.42 million, Rs. 4.81 million and Rs. 8.67 million respectively. After privatization, the situation improved gradually and in the year 2052/53 it succeeded to earn profit. The profit and loss statistics for the post privatization years of FY 2050/51, 2051/52, 2052/53, 2053/54 and 2054/55 are Rs. -3.0 million, Rs. -1.45 million, Rs. 1.35 million, Rs. 0.60 million and Rs. 0.25 million respectively. Though the company is in profit in the succeeding years, it has witnessed a declining trend. 

The information on price is not available. The consumers are complaining of arbitrary price increments in services and equipment. Similarly, they also complained that they do not have choices now because the company has entered into agreement with the KODAK Company for service and maintenance. Now the consumers have to use the KODAK products only. According to the company, as the KODAK Company is renowned in quality, there is no need of choice. In return of entering into agreement, the KODAK provides repair and maintenance facility. The KODAK technical team visits the company every year and provides technical consultation. In addition NFDC also gets commission on the sales of KODAK products, which ultimately increases the profitability of the company. 

The company has paid all the money due to the government. There are no pending issues except one. The company had floated all public shares in the share market but the market could not absorb them. According to the sales and purchase agreement, the company has to buy all these shares in the same price in which they bought the management shares. But the management is not ready to buy them at that price. It has started corresponding with the government in this regard.

Table - 5

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 2046/47
	FY 2047/48
	FY 2048/49
	FY 2049/50
	FY 2050/51
	FY 2051/52
	FY 2052/53
	FY 2053/54
	FY 2054/55

	Total Expenditure
	Rs in Million
	7.80
	6.63
	4.72
	14.02
	20.00
	15.95
	19.33
	-
	-

	Production

Documentary Films
	                   Nos.
	2
	5
	0
	NA
	-
	-
	-
	-
	-

	News Reel
	Nos
	8
	1
	0
	NA
	-
	-
	-
	-
	-

	Story Film 
	Nos
	1
	1
	0
	1
	16
	16
	12
	20
	21

	Capacity Utilization
	Percentage
	-
	-
	-
	-
	55
	55
	45
	-
	-

	Sales
	Rs. in Million
	-
	5.21
	2.57
	5.35
	17.52
	14.31
	20.53
	26.64
	24.67

	Employment 
	Nos.
	-
	-
	-
	100
	-
	-
	-
	55
	-

	Borrowings
	Rs. in Million
	-
	-
	-
	-
	-
	3.22
	3.21
	4.15
	3.51

	Tax
	Rs. in Million
	-
	-
	-
	-
	0.83
	0.54
	1.00
	-
	-

	Profit / Loss
	Rs. In Million
	(0.61)
	(1.42)
	(4.81)
	(8.67)
	(3.00)
	(1.45)
	1.35
	0.60
	0.25


3.5.0.
Balaju Textile Industry (BTI)

The BTI was incorporated in 2026 B.S.  as a public enterprise. It was mainly producing Poplin Jeans. But after privatization, it has started producing shop towel because of marketing problem. The company was privatized in 2050 B.S. The impact of privatization seems grossly positive.

Total expenditure in pre-privatization years of  2048/49, 2049/50 and 2050/51 was Rs. 2.25 million, Rs. 2.36 million and Rs. 2.01 million respectively. This amount for post-privatization years of 2051/52, 2052/53, 2053/54 and 2054/55 is Rs. 4.60 million, Rs. 9.20 million, Rs. 6.96 million and Rs. 9.25 million respectively. The company has made some investment of around Rs. 0.5 million in adding some new machines such as 15-16 locking machines, bailing machine, dubbey machine, etc.

The company had produced 761971 metres, 807600 metres and 116402 meters of poplin jeans in pre-privatization FYs of 2048/49, 2049/50 and 2050/51 respectively. In post-privatization years, poplin production was carried out in FY 2051/52 only. The total production in this year was 163591meters. The production of poplin jeans was stopped because:

1. Market protection was abolished and, as a result, it had to compete with the Tibetan and Indian textiles.

2. The quality of production of the company was relatively lower in comparison to that of its competitors.

3. Its price was higher.

4. There are some inherent weaknesses in our customs policy, which have made the products more expensive in comparison to foreign imports.

As a result, the demand fell sharply and the company had to decide to stop poplin production and look for some new products. Consequently, the company started producing shop towels in FY 2052/53, which showed possibility of exporting to USA. The company produced shop towels in the quantity of 1089533 meters, 1097175 meters and 538198 meters in FY 2052/53, 2053/54 and 2054/55 respectively. The production of shop towels was increasing in the initial two years while, in the last fiscal year, it declined sharply. It is so because there was no quota system in US market for Nepalese products, when the company started producing shop towels. But, since 1997, quota system has been introduced for Nepalese products also. As a result, the production had to be curtailed. 

In addition, when the company started producing shop towels only around 16-17 companies were in competition. But now such companies have increased to around 26-27. As a result, while the company had got quota for exporting around 1 million kgs. of shop towels in 1997, now it has been permitted to export 34000 kgs. only. The criterion for quota allocation is also not scientific. In the first year it was allocated on the basis of past performance whereas now this is equally allocated to all. As a consequence, it is alleged that some fraud companies have been registered simply to get quota allocation, which latter negotiate and sell their quota to the real exporters. This process has increased the cost of production artificially and the quota allocation process has come into suspicion. The company is demanding for improvement in quota allocation system. It is also demanding the government to negotiate with the US government either to eliminate quota system for Nepalese products or atleast to increase it.

Total sales have also increased in post-privatization years. In FY 2048/49, 2049/50 and 2050/51, the total sale of poplin was 696275 metres, 838440 metres and 197505 meters respectively. In post-privatization years of 2051/52, 2052/53, 2053/54 and 2054/55, total sale was 23480 meters (poplin), 396622 metres, 938750 metres and 785625 meters of shop towels respectively.

As mentioned earlier the shop towel production has been started targeting the US market and almost all of the products have been exported to the US. In addition, the company is planning to diversify its products targeting the European markets. There is no information available about exporting poplin products in pre-privatization years. But in post-privatization years of 2052/53, 2053/54 and 2054/55, the company exported 225,000 metres, 900,000 metres and 785,625 meters of shop towels.  The company is planning to produce new products such as hug towels and glass towels, which will again be exported to foreign countries. Hence, the company has achieved product diversification as well as export promotion in post- privatization years.

Information on capacity utilization and expansion could not be available.

Employment opportunities have been reduced after privatization significantly. In 2048/49, 2049/50 and 2050/51, the total number of employees in the company was 172, 149 and 108 respectively. In post–privatization years of 2051/52, 2052/53, 2053/54 and 2054/55, this was 93, 115, 117 and 75 respectively. 

About 90 employees took voluntary retirement immediately after privatization. They did not get any incentives.

In 2055 B.S., around 45 employees took retirement after long disputes with the management. They were offered one month’s salary to those who were

working for less than five years and three months' salary to those who were working for more than five years. Some of the retired employees were re-appointed by the management on contract or piece rate basis. At present, there are only eight permanent staff in the company and they are also seeking some incentive package for resignation. As usual, the permanent employees are not satisfied. They are complaining about low salary and other facilities, rude behavior of the management, exploitation of the contract and piece-rate basis staff, etc. They complain that the management prefers to hire workers and employees either on piece rate basis or on contract. It always tries to avoid the process of making these employees permanent, which means more work at lowest cost and demands.

The management also is very discontent with the permanent staff. It says they are more political, undisciplined and dishonest. They have spoiled work culture in the company.

The total borrowing of the company has increased in post-privatization years in comparison to pre-privatization years. In 2048/49, 2049/50 and 2050/51, the total borrowing was Rs. 0.29 million, Rs. 0.29 million and Rs. 1.45 million respectively, while in post-privatization years of 2051/52, 2052/53, 2053/54 and 2054/55, it was Rs. 2.15 million, Rs. 8.22 million, Rs. 2.88 million and Rs. 5.74 million respectively.

Information on tax payment by the company is not available for pre-privatization years. In the post-privatization years, it has paid Rs. 12723.00 to the government as VAT in FY 2054/55.

There has not been much work to improve production technology except modernization of some obsolete machines and equipment. In addition, some new machines as mentioned earlier have been installed to smoothen the production.

The company is situated inside the Balaju Industrial District premise and is isolated with the general public. As a consequence, the general people do not seem to be concerned with the company. There is no serious environment issue in this company. There are some cotton residue and dust problems during cotton processing and spinning, which affects health of the workers involved in the procedure. But this problem is inherited from the old ownership and the privatization has not exacerbated it.

The financial condition of the company was deteriorating before privatization. Information for last two years before privatization is not available. So we have to consider further two years before privatization. In FY 2046/047, 2047/48, 2048/49 and 2050/51, the company earned profit of Rs. 0.04 million and losses of Rs. 1.21 million, Rs. 2.74 million Rs. 5.56 million respectively. In post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55, this amount of

losses was Rs. 5.47 million, Rs. 6.55 million, Rs. 2.27 million and Rs. 0.20 million respectively. Although the company is on a continuous loss, it seems that the situation is improving and the range of the loss is decreasing. But the top management does not seem to be very enthusiastic regarding the future prospect of the company. According to it, the market prospect of the company is very dim and unless this situation is improved, nothing can be done. At the moment, the company is producing 100 thousand kgs. of shop towel every month but it has annual export quota of 34000 kgs only. The management is seeking assistance from the government in this regard. The government can help the company:

By allocating it more quota directly, 

By probing the companies in the market and removing the fake ones from the quota allocation list, 

By making quota allocation on the basis of past export performance, and, lastly, 

By negotiating with the US government to remove or increase the allocated quota.

The company has invested in buying the shares of the famous Apollo Hospital of India. For that purpose, it has not invested money directly, rather it has permitted the Hospital to construct the hospital buildings on its unutilized land in the factory premise. This decision seems to be judicious, because it will be a permanent source of income on unutilized resources.

The company has not paid Rs. 3,65,600 to the government as per the sales and purchase agreement. The reason for this is the company has requested for adjustment which is still pending

Table  6

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 2048/49
	FY 2049/50
	FY 2050/51
	FY 2051/52
	FY 2052/53
	FY 2053/54
	FY 2054/55

	Total Expenditure
	Rs in Million
	2.25
	2.36
	2.01
	4.60
	9.20
	6.96
	9.25

	Production

Poplin

Shop-Towel
	Mets

Mets
	761971

-
	807600

-
	116402

-
	163591

-
	-

1089533
	-

1097175
	-

538198

	Sales

Poplin

Shop-Towel
	Mets

Mets
	696275

-
	838440

-
	197505

-
	23480

-
	-

396622
	-

938750
	-

785625

	Export
	Mets
	-
	-
	-
	-
	225000
	900000
	785625

	Employment 
	Nos
	172
	149
	108
	93
	115
	117
	75

	Borrowings
	Rs. in Million
	0.29
	0.29
	1.45
	2.15
	8.22
	2.88
	5.74

	Tax Payment
	Rs in Million
	-
	-
	-
	-
	-
	-
	0.01

	Profit/Loss
	Rs. in Million
	(2.74)
	-
	(5.56)
	(5.47)
	(6.55)
	(2.27)
	(0.20)


3.6.0.
Nepal Bitumen &Barrel Udyog Ltd. (NB & BU)
NB&BU was incorporated in 2042 B.S.  in public sector as a subsidiary company of Nepal Oil Corporation. Its Head Office is located in Amlekhgunj. Its major products are bitumen, bitumen drums and lube barrels. It was privatized in 2051/52. The impact of privatization of this company is positive.

In terms of total expenditure, the company has increased its expenditure tremendously after privatization. In FY 2048/49, 2049/50 and 2050/51, it spent Rs. 6.99 million, Rs. 7.91 million and Rs. 6.79 million respectively, while these figures for post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55 are Rs. 7.84 million, Rs. 10.85 million, Rs. 16.19 million and Rs. 18.69 million respectively. It has made additional investment in installing Colloid Mill, Dosing Pumps, accessories and pipes.

There is a slight reduction in total employment after privatization. The reduction is not because of redundancy programme of the company. Some of the employees resigned voluntarily for personal reasons. The employment statistics for pre-privatization FYs of 2048/49, 2049/50 and 2050/51 were 60, 60 and 55 respectively. In post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55, these figures are 51, 46, 58 and 56 respectively.

 PRE-PRIVATIZATION 

POST-PRIVATIZATION

048/49 
049/50 
050/51 

051/52 
 052/53 
053/54  054/55

1. Bitumen (MT) 


2834 
2363
1533

1994
3775
4946
 2757

2.
Bitumen Drums (NOS) 

14072
13882
5617 

14036
29348 
39981       24844

3.
Lube Barrels (NOS) 

2326



1069

4.
Emulsion (MT) 






161
255
599
2943

From the above figures, it is evident that the production has increased after privatization. The bitumen production in post privatization year of 2054/55 has reduced in comparison to that of pre-privatization year of 2048/49. This is because the company has introduced a new product emulsion and emulsion production is one stage further processing of bitumen. So it requires some Bitumen products as its raw material. Consequently, the final figure of bitumen products does not include the quantity of bitumen products being used in emulsion production. In the year of 2054/55, the drums production declined in comparison to that of previous year. The reason for this is that the drums are used for packing bitumen, as the production of bitumen declined that year so the drums production had to be reduced automatically. Mostly emulsions are transported in the tankers. So they do not require Drums for packing. The company has stopped producing lube barrels.

The performance of the company is satisfactory in terms of sales also. The sales have increased after privatization. The sales figures are as following:

PRE-PRIVATIZATION


POST-PRIVATIZATION

48/49
49/50
50/51

51/52
52/53
53/54      54/55

2. Bitumen (MT)


2943
2279
1548 

1806
 3739
4717
2146

2.
Bitumen Drums (NOs)

18554
14534
9918

14242
25462
 34574
32018

3.
Lube Barrels (NOs) 

2038
208


1283

4.
Emulsion (MT)






111
260
399
3049

Capacity utilization of the company has improved significantly after privatization. The following figures exemplify this fact. 

PRE-PRIVATIZATION


POST-PRIVATIZATION

48/49
49/50
50/51

51/52
52/53
53/54   54/55

3. Bitumen (%)


24             20            13

17
 31
41
23

2.
Bitumen Drums (%) 

18
17
7

18
 37
50
31

3.
Lube Barrels (%) 

29



13                    

4.
Emulsion (%) 






5
9
20
98

Generally, production capacity utilization has improved after privatization. But in case of Bitumen and Bitumen Drums the capacity utilization has reduced in comparison of previous year. The production capacity of Emulsion has been extensively used. Within four years of production the capacity utilization has reached 98%, which is a tremendous achievement.

Regarding product diversification, the company has introduced a new product Emulsion. But it has stopped producing Lube Barrels.

The new product Emulsion is one step further than Bitumen. The Bitumen products can be used only after heating it to a certain degree of temperature. But the Emulsions can be instantly used. It has made the job easier. It is relatively more durable and environment- friendly.  

Information is not available on capacity expansion.

The company has invested in technology improvement. It has installed new machines and equipment as mentioned before. The production technology has been modified and a new production technology in consultation with Scan Road of Sweden has been introduced.

The company has not added any new environment problem after privatization. Rather, the new product Emulsion is more environment-friendly than the old product Bitumen. 

The total borrowing of the company has increased significantly. In pre-privatization FYs of 2048/49, 2049/50 and 2050/51, the total borrowing figure was NA, Rs. 1.97 million and Rs.3.95 million respectively. These figures for post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55 are Rs. 9.88 million, Rs. 23.82 million, Rs. 31.00 million and 30.45 million respectively.

The tax payment made by the company to the government has also improved. In pre-privatization FYs of 2048/49, 2049/50 and 2050/51, the total tax payment was Rs.1.06 million, Rs. 1.15 million and Rs. 2.59 million respectively. This amount for post- privatization FYs of  2051/52, 2052/53, 2053/54 and 2054/55 is Rs. 4.54 million, Rs. 5.49 million, Rs. 3.65 million and Rs. 6.35 million respectively.

The profitability of the company is improving slowly but satisfactorily. In pre-privatization  FYs of 2048/49, 2049/50 and 2050/51, the company earned profit of Rs. 2.82 million ,and loss of Rs.0.42 million and Rs. 4.63 million respectively. In post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55, the company improved its financial condition slowly. The profit and loss figures for those years are Rs. -3.48 million, Rs. -2.10 million, Rs. 0.80 million and Rs. 3.07 million  respectively.

Just like other companies this company too is complaining of negligence of the government. It is also expecting concessional loans and other facilities from the government.

Table - 7

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 2048/49
	FY 2049/50
	FY 2050/51
	FY 2051/52
	FY 2052/53
	FY 2053/54
	FY 2054/55

	Total Expenditure
	Rs in Million
	6.99
	7.91
	6.79
	7.84
	10.85
	16.19
	18.69

	Production

Bitumen

Bitumen Drums

Lube Barrel

Emulsion
	Mt.

Nos

Nos

Mt.
	2834

14072

2326

-
	2363

13882

-

-
	1533

5617

-

-
	1994

14036

1069

161
	3775

29348

-

255
	4946

39981

-

599
	2757

24844

-

2943

	Sales

Bitumen

Bitumen Drum

Lube Barrel

Emulsion 
	Mt.

Nos

Nos

Mt.
	2943

18554

2038

-
	2279

14534

208

-
	1548

9918

-

-
	1806

14242

1283

111
	3739

25462

-

260
	4717

34574

-

399
	2146

32018

-

3049

	Employment 
	Nos
	60
	60
	55
	51
	46
	58
	56

	Borrowings
	Rs. in Million
	-
	1.97
	3.95
	9.88
	23.82
	31.00
	30.45

	Tax 
	Rs. in Million
	1.06
	1.15
	2.59
	4.54
	5.49
	3.65
	6.35

	Profit/Loss
	Rs in Million
	2.82
	(0.42)
	(4.63)
	(3.48)
	(2.1)
	0.80
	3.07


3.7.0.
Nepal Lube Oil Ltd.(NLOL)
NLOL was incorporated in 2041 B.S. in public sector as a subsidiary company of Nepal Oil Corporation. Its head office is located in Amelekhgunj VDC of Bara district Its major product is lubricant. It was privatized on 2051/02/22. The method of privatization adopted was 40% share sale with management control. The company has not shown very satisfactory trend after privatization.

In FYs 2049/50 and 2050/51 the company had spent Rs. 66.20 million and Rs. 33.70 million respectively. After privatization this amount reached Rs. 65.01 million in FY 2051/52, Rs. 78.64 million in 2052/53, Rs. 65.66 million in 2053/54 and Rs. 79.55 million in 2054/55.

Total number of employees in this company in FYs of 2046/47, 2047/48 and 2048/49 was 86, 93 and 106 respectively. These numbers included both permanent and temporary employees. In pre-privatization years, large number of employees used to be hired on temporary and daily wage basis. At the moment, altogether 94 employees are working in the company and all of them are made permanent. Most of the employees showed some discontent towards the top management. But the management claims that it has improved the condition of the employees, as it made none of them redundant, rather made all of them permanent, which must have given them a sense of security and some other legal facilities.

The production trend seems to be the same in both pre-and post-privatization periods. It showed a little bit unstable tendency. In pre-privatization years, i.e. FYs of 2047/48, 2048/49, 2049/50 and 2050/51, the total production was 712 KL, 937 KL, 945 KL and 557 KL  respectively while, in post-privatization FYs of 2051/52, 2052/53, 2053/54,  and 2054/55, it was 792 KL, 972 KL, 783 KL and 937 KL respectively.

Similarly, for pre-privatization FYs of 2047/48, 2048/49, 2049/50 and 2050/51, the total sales figures were 1018 KL, 1053 KL, 901 KL and 529 KL respectivley. These figures for post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55 were 934 KL, 1013 KL, 754 KL and 1025 KL respectively. There is no significant change in production and sales between pre and post-privatization years.

Information is not available on capacity utilization & expansion and technology improvement. The products have not been diversified after privatization.

Price statistics are also not available. But it seemed that the price of the products has gone up. The management has given verbal explanation that the price of raw materials has gone up, the customs duty has become higher and there is no subsidy to the company anymore.

Regarding environment pollution there is no change after privatization. People seemed to be indifferent with the company. Their only concern seemed to be occasional fire that breaks out in the company. As there are no appropriate fire fighting systems in the company, the local residents are frightened which is their only concern and complaint. 

The products of the company are not exportable. Rather they are value-added products. The company imports base oils and additives from abroad and processes it in the factory. The product is sold in the local market. This helps to substitute the import of final products. Presently, the company covers 10-12% of total market of the lubricants; rest of it is imported. Now the company is planning to capture around 20% of the total market.

The company had borrowed Rs. 9.18 million in the year 2049/50, i.e., before privatization. The total loan that the company borrowed from local banks in the FYs of 2052/53, 2053/54 and 2054/55 is Rs. 16.79 million, Rs. 10.62 million and Rs. 17.14 million respectively. 

In terms of tax payment, the company is paying more tax after privatization than before it. But it has not been able to touch the upper limit of the tax payment made by the government enterprise. The tax figures in pre-privatization FYs of 2048/49, 2049/50 and 2050/51, were Rs. 5.54  million, Rs. 19.73 million and Rs. 7.86 million respectively. In post-privatization FYs of  2051/52, 2052/53, 2053/54 and 2054/55, it paid Rs. 12.60 million, Rs. 16.43 million, Rs. 16.47 million and Rs. 15.90 million respectively.

In terms of profit, this was one of the few government companies which seemed to be earning profit regularly. In pre-privatization FYs of 2047/48, 2048/49, 2049/50 and 2050/51, the company earned profit of Rs. 6.70 million, Rs. 9.98 million, Rs. 4.25 million and Rs. 0.60 million respectively. These figures for post-privatization FYs of 2051/52, 2052/53, 2053/54 and 2054/55 are Rs. 3.55 million, Rs. 2.13 million, Rs. 3.34 million and Rs. 5.38 million respectively. Although the profit profile is slowly improving, the company's profit level is relatively lower after privatization than it was before. 

 It seems that the company is not doing very good after privatization. Profit has not improved, employment has reduced, and price and borrowing have increased. Similarly, production and sales are in the same range.

The management is criticizing the government for not being sensitive and responsible for the success of privatized companies. According to them, there is no long-term vision of the government to help these companies to prosper. Customs duty is higher on raw materials. There is no domestic market protection, which compels the company to face cut-throat competition with the internationally-renowned products. This is one of the major reasons that the company can’t increase production and sales significantly. As there is no concessional loan and other similar facilities to the company, it has to face very difficult situation, according to the management.

Table - 8

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 2047/48
	FY 2048/49
	FY 2049/50
	FY 2050/51
	FY 2051/52
	FY 2052/53
	FY 2053/54
	FY 2054/55

	Total Expenditure
	Rs In Million
	-
	-
	66.20
	33.70
	65.01
	78.64
	65.66
	79.55

	Production


	kl. l.
	712
	937
	945
	557
	792
	972
	783
	937

	Sales
	kl. l.
	1018
	1053
	901
	529
	934
	1013
	754
	1025

	Employment 
	Nos
	86
	93
	106
	-
	-
	-
	-
	94

	Borrowings
	Rs in Million
	-
	-
	9.18
	-
	-
	16.79
	10.62
	17.14

	Tax Payment
	Rs. in Million
	-
	5.54
	19.73
	7.86
	12.60
	16.43
	16.47
	15.90

	Profit/Loss
	Rs in Million
	6.70
	9.98
	4.25
	0.60
	3.55
	2.13
	3.34
	5.38


3.8.0.
Nepal Foundry Industry (NFI)

The NFI was established in 2036 B.S. and its major products were cast iron products. Before privatization, this company was in trouble due to mismanagement and financial difficulties. It was privatized in 2053 B.S. As the company is running satisfactorily after privatization, the impact of privatization of this company may be considered as positive.

The total expenditure of the company in pre-privatization FYs of 2050/51, 2051/52 and 2052/53 was Rs. 6.62 million, Rs. 8.03 million and Rs. 5.94 million respectively. In the post-privatization FYs of 2053/54, 2054/55 and 2055/56( the expenditure was, Rs. 8.30 million, Rs. 9.67 million and Rs. 5.46 million respectively. The company has invested in new machines and equipment. The company has added Compressor, Buttom Pouring Laddle, Sand Mixing Machine, Drilling Machine, Swing Grinder, Pneumatic Hammer and Pencile Grinder. It has ordered some more machines and equipment for future expansion, which will cost about 1.5 million rupees to the company.

There is reduction in total employment after privatization. In pre-privatization FYs of 2050/51, 2051/52 and 2052/53, the total number of employees was 60, 61 and 46 respectively. After privatization, it was 21, 33 and 52 in the FYs of 2053/54, 2054/55 and 2055/56 respectively. Immediately after the private investor took over the company, a bitter conflict between the new owner and the employees had emerged. The management offered a golden handshake package to the employees to solve the problem. This package offered 35 days salary for each year’s service to the voluntarily resigning employees. As a consequence, all employees resigned. Only new, temporary employees are working in the company, though some of them are old resigned staff who got new temporary appointment after personal negotiation with the new management. Now the company has to make these employees permanent but there are some disagreements among the board members. 

The quantity of production after privatization has increased tremendously. In pre-privatization FYs of 2050/51, 2051/52 and 2052/53, the total production were 133000, NA and 108000 Kgs. respectively. These production figures increased to 118510 kgs, 219311 kgs and 371374 kgs respectively in post-privatization FYs of 2053/54, 2054/55 and 2055/56(.

Similarly, in terms of the sales of the company too the picture is very colorful. In pre-privatization FYs of 2050/51, 2051/52 and 2052/53, the total sales figures were NA, NA and 111054 kgs. while in post-privatization FYs of 2053/54, 2054/55 and 2055/56(, the total sales figures are 97950 kgs, 175970 kgs and 346838 kgs respectively. 

The price statistics for the products could not be available. In general, it is understood that price has gone up sharply. 

The company has increased its production capacity by more than three times. Capacity utilization has also increased significantly. In the pre-privatization FY of 2050/51, its capacity utilization was around 29%. But in the post-privatization FYs of 2053/54, 2054/55 and 2055/56(, it reached to 20%, 37% and 66% respectively.

After privatization the company has succeeded to diversify its products greatly. Before privatization, it was producing cast iron products only. But after privatization, the company is producing, along with cast iron, mangnese steel, hyper steel, hycrome steel and stainless steel products. The types and quality of products have also increased. 

Regarding the total borrowings of the company, data is not available for pre-privatization FYs, but in the post-privatization years the borrowings have increased. In post-privatization FYs of 2053/54, 2054/55 and 2055/56(, the total amount of borrowings are Rs. 7.11 million, Rs. 13.01 million and Rs. 15.48 million respectively. 

As the company has expanded its production capacity and diversified its products after privatization, it has contributed to import substitution. Magnese Steel and Stainless Steel products were being imported from Germany before this company started producing these products in Nepal. Similarly, other products that are not produced or produced insufficiently in Nepal are being imported from other countries especially from India. Now this company is also trying to export some of its Stainless Steel and Magnese Steel products to USA. Negotiation is going on with an American company.

There was an improvement in paying Sales Tax /VAT by the company in post-privatization years in comparison to pre-privatization years. But from the last Fy 2055/56, the government has provided tax exemption on these products so there is no tax payment in that year. The tax payment figures for pre-privatization FYs of 2050/51, 2051/52 and 2052/53 were Rs. 0.43 million, Rs. 0.51 million and Rs. 0.23 million respectively. These figures for post-privatization FYs of 2053/54, 2054/55 and 2055/56( are Rs.0.54 million, Rs. 0.57 million and VAT- free respectively.

The company was in loss for last several years. Only last fiscal year it has earned profit. The profit and loss statistics of this company for pre-and post privatization years are as follows :

For pre-privatization FYs of 2050/51, 2051/52 and 2052/53, the loss figures were Rs. 2.34 million, Rs. 2.73 million and Rs. 3.88 million respectively, while for post-privatization FYs of 2053/54, 2054/55 and 2055/56(, the loss and profit figures are Rs. -7.37 million, Rs. -3.39 million and Rs. 0.83 million respectively. It seems that the company is improving its financial performance gradually..

The company has installed several new machines and equipment, which have contributed to improve the production technology.

Regarding environmental problems, the local people did not mention any problem regarding environment. In general, observation too, there seemed no environmental problem at all.

According to the management, the company is suffering from excess liabilities problem. The company wants some sort of market protection also in the form of getting monopoly supply rights in some publicly owned enterprises such as the four cement companies, NTC, NEA and Water Supply and Sewerage Corporation. They also want some sort of other facilities such as concessional loans, etc. 

Table 9

	
	
	Before Privatization
	After Privatization

	
	Unit
	FY 2050/51
	FY 2051/52
	FY 2052/53
	FY 2053/54
	FY 2054/55
	FY 2055/56#

	Investment
	Rs in Million
	6.62
	8.03
	5.94
	8.30
	9.67
	5.46

	Production
	Kg.
	133000
	-
	108000
	118510
	219311
	371374

	Sales
	Kg..
	-
	-
	111054
	97950.88
	175970
	346838

	Capacity Utilization
	Percentage
	29
	-
	-
	20
	37
	66

	Employment 
	Nos
	60
	61
	46
	21
	33
	52

	Borrowings
	Rs. in Million
	-
	-
	-
	7.11
	13.01
	15.48

	Tax 
	Rs in Million
	0.43
	0.51
	0.23
	0.54
	0.57
	VAT Free

	Profit/Loss
	Rs in Million
	(2.34)
	(2.73)
	(3.88)
	(7.37)
	(3.39)
	0.83


# It includes the statistics up-to the end of Poush 2056..

3.9.0.
Shree Raghupati Jute Mills Ltd. (SRJM)
SRJM was incorporated in 2003 B.S. It used to produce jute hessians. It has faced several ups and downs during its survival. It was in loss for several years before privatization. The government could not run it smoothly. Eventually, it was closed for almost three years before privatization. All the employees except security guards were laid off. It was privatized in 2053 B.S., as a closed enterprise. As the company is running smoothly after privatization, privatization of this company must be considered a successful remedy. Since the company was closed before privatization, information could not be available for immediate pre-privatization years. Consequently, FYs 2047/48 and 2048/49 have been taken as base years for comparison. Similarly, information for the third year after privatization i.e. FY 2055/56 could not be available.

In FYs of 2047/48 and 2048/49, total expenditure of the company was Rs. 213.38 million and Rs. 153.76 million respectively. In post-privatization FYs of 2053/54( and 2054/55, it was Rs. 162.00 million and Rs. 99. 82 million respectively. They have invested some money in modernizing plants and equipment.

It seems that capacity utilization is increasing. In FYs of 2047/48 and 2048/49, capacity utilization figures have been 33.51% and 45% respectively while in FYs of 2053/54( and 2054/55, these figures 35% and 56% respectively. The fall in the capacity utilization of the factory in the first year of privatization, according to the management, was due to the transition of transferring of the factory and its renovation.

Information for capacity expansion could not be available.

Regarding product diversification, information could not be available for pre-privatization years. In post-privatization years, the company is producing jute twine, sacking, hesian and by-products.

Regarding technology improvement, as mentioned earlier, the company has modernized its equipment and plants. It has also added some new machines.

Production improved tremendously after privatization. In FYs of 2047/48 and 2048/49 total production was 2513 MT and 3384 MT respectively, which in FYs of 2053/54( and 2054/55 reached 3382 MT and 6502 MT respectively.

In the same way, sales have also increased in post-privatization years. In FYs of 2047/48 and 2048/49, total sale was 3455 MT and 3606 MT while in FYs of 2053/54( and 2054/55, it was 3151 MT and 6472 MT respectively.

In terms of employment opportunities, privatization of the company must be taken as a great success as the company had been closed for three years before privatization and all of the employees except 114 (most of which were security guards) were laid off. The remaining employees were made redundant during the process of privatization. Because of the privatization, the company started operation and most of the old employees and some new  got employment in it. In FYs of 2047/48 and 2048/49, the total number of employees working in the company was 1512 and 1479 respectively. In post-privatization FYs of 2053/54( and 2054/55, this number was 1258 and 1654 respectively. The employees are complaining about low salary, misbehavior from the management, discrimination against the local employees in comparison to foreigners, reduction in holidays and other facilities, etc.

There is no additional environment problem due to the privatization of the company. In terms of absolute environment problem, there is a problem of dust inside the factory premise, which is taken care of by neither the old owner, i. e. the government nor by the new owner i.e. the private party. The pieces of jute fibers are harmful for the health of the workers and other related persons who are directly involved but no security measures have been taken in this regard.

Export statistics for pre-privatization years is not available. In post-privatization FYs of 2053/54( and 2054/55, total export was Rs. 47.68 million and Rs. 129.51 million respectively. India is its major export market. It exports about 75% of its total production to that market.

The total borrowing statistics of the company in pre-privatization FYs of 2047/48 is not available while in 2048/49 it was Rs. 191.16 million. In post-privatization FYs of 2053/54( and 2054/55, the total outstanding borrowings were Rs. 38.55 million and Rs. 54.99 million respectively. It has got large interest free loan from its parent company, Arihanta Multi-Fiber Ltd.

The tax payment statistics is not available for pre-privatization years but the company has paid Rs.3.00 million and Rs. 3.14 million in FYs of 2053/54( and 2054/55 respectively.

The pricing of the products before privatization was highly subsidized. In pre-privatization FYs of 2047/48 and 2048/ 49, the real prices (based on cost) were Rs. 91 and Rs. 46 thousand PMT respectively while they were sold at Rs. 20 and Rs. 22 thousand PMT respectively. From these statistics, it is clear that the company was bearing losses of Rs. 71 and Rs. 24 thousand PMT respectively. The price statistics for post-privatization years could not be available. But it is apparent that the private party will charge at least that price which brings it normal profit. It means that the price must have been increased significantly after privatization.

In terms of profit and loss account, the situation is improving gradually. In FYs of 2047/48 and 2048/ 49, the total loss figures were Rs. 145.90 million and Rs. 75.30 million respectively. But in FYs 2053/54( and 2054/55 these loss figures have been Rs. 7.91 million and Rs. 3.18 million respectively. These figures, though losses, apparently show the improving trend. The company is expecting to be at break-even this fiscal year and earning some profit next year. But they also have feelings of being neglected by the government. They want some financial support and protection to some extent from the government.

To privatize this company the government has waived off liabilities worth around Rs. 810 million. The company has not paid all the installments as per the sales and purchase agreement. The company has shown several problems regarding transfer of land and other assets. It has demanded huge adjustment in its installment. Presently this issue is on pending.
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	Before Privatization
	After Privatization

	
	Unit
	FY 2047/48
	FY 2048/49
	FY 2053/54
	FY 2054/55

	Investment
	Rs In Million
	213.38
	153.76
	162.00
	99.82

	Production

i. Twine

   ii. Sacking

  iii. Hessian

  iv. By Product
	Mt.

Mt.

Mt.

Mt.

Mt.
	2513
	3384
	           3382

1935

1133

207

107
	             6502

1614

3123

1340

422

	Sales

i. Twine

   ii. Sacking

  iii. Hessian

  iv. By Product
	Mt.

Mt.

Mt.

Mt.

Mt.
	3455
	3606
	           3151

1873

1049

100

129
	             6472

1651

3148

1429

244

	Capacity Utilization
	Percentage
	34
	45
	35
	56

	Employment 
	Nos
	1512
	1479(
	1258
	1654

	Borrowings
	Rs. in Million
	
	191.16
	38.55
	54.99

	Tax 
	Rs in Million
	
	
	3.00
	3.14

	Profit/Loss
	Rs in Million
	(145.90)
	(75.30)
	(7.91)
	(3.18)


3.10.0. Bhaktapur Bricks Factory. (BBF)

The BBF was incorporated in 2032 B.S with the Chinese technical and financial aid. Its major products are the Chinese and local bricks. It was privatized in 2054 B.S. The method of privatization is lease. It is leased for 10 years. The impact of privatization does not seem positive, which is not quite abnormal.

As the privatization of the company has been accomplished very recently, the time has not been matured to evaluate the impact of the privatization of the company. The company was privatized in the middle of the year 2054 so, statistics for only six months after privatization is available. The statistics for succeeding fiscal year 2055/56 is not ready for analysis. Moreover, mostly the succeeding year after privatization is not a normal year. In this year, several problems have to be sorted out, many new investments have to be made, new system of management has to be established, etc. As a consequence, in this year the outcome is generally negative which improves slowly in the coming years.

But in the case of BBF, this observation does not seem to be working as the ground reality, which the team witnessed personally, is not very optimistic. 

There is mass dissatisfaction among the labourers, as they have not received their salary for last month and their provident fund is not deposited for last several months. The production and sales have been reduced significantly. The proper repair and maintenance of the plants and equipment has not been carried. It seems that the lessee has not invested sufficient money in the company, which at the moment is most required to improve the condition of the company. The management sold 7067 thousand and 13338 thousand of bricks in FYs of 2054/55 and 2055/56 respectively, which worth Rs. 19.08 million and Rs. 29.34 million respectively. If only this amount of money were invested in the company, there might not have been problems in such a large scale. The management, during the interview, accepted that the quality has gone down, which the employees confirmed. The total demand for company’s products is falling because of the following reasons:

· The quality of products has gone down, 

· Price has gone up,

· The construction work in the country has fallen significantly because of slowing down of the economy,

· The number of competitors has increased in both local as well as the Chinese bricks production,

· The company has to pay VAT and other taxes, while its competitors are avoiding it,

· As a result, the comparative cost has increased, and, lastly,

· There are problems in dealing with the farm land-owners. According to the management, since the company is paying unnecessarily high price for the use of land and for the compensation of lost agriculture production, the farmers do not want to take their land back. Some of these lands are not required now but the local farmers, instead of taking their lands back, are creating problems. It has been generating additional cost. This contributes to higher price and lower demand. All of these factors are contributing to incurrence of Rs. 7.5 million loss in Fy 2054/55.

The management blames the government that it is not co-operating with the privatized enterprises for their success. According to it, the government has not paid the pending electricity bill. As a result, the NEA stopped electricity supply to this company. This problem took almost 10-12 weeks to be sorted out. In the same way, the government. has not paid company's old debt to Nepal Bank Ltd. Consequently, the bank has black-listed the company, which prevents it to borrow additional funds from any banks. All these factors have created strong financial problems to the management. Similarly, the company awaits the permission of the government to reduce the overstaffing. It also wants the government to instruct its agencies to buy the products of the company for the government construction works.

Due to the failure of the leasee to meet its obligation the lease agreement has been terminated and the factory has been taken over by HMGN.
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	Before Privatization
	After Privatization

	
	Unit
	FY 2052/53
	FY 2053/54
	FY 2054/55
	FY   2055/56

	Investment
	Rs in Million
	35.36
	40.83
	28.86
	-

	Production
	Bricks in Million
	15.02
	11.71
	10.66
	10.96

	Sales
	Rs in Million
	12.29
	-
	7.07
	13.34

	Price
	Rs per thousand
	2700
	-
	-
	2200

	Borrowing
	Rs in Million
	2.55
	2.59
	5.18
	-

	Tax
	Rs. in Million
	1.24
	1.20
	1.54
	2.69

	Profit/Loss
	Rs in Million
	0.12
	(12.25)
	(7.50)
	-

	Employment 
	Nos
	442
	442
	442
	442


3.11.0.
Closed Enterprises:

Among the sixteen privatized companies, the following five companies have been closed permanently or temporarily. 

After liberalization of the economy, the purpose of running Nepal Jute Trading and Development Company and Tobacco Development Company in the public sector lost significance. Hence, these companies were closed and the government assumed all the liabilities.

3.11.1. Raw Hide Collection and Development Corporation:

Raw Hide Collection and Development Corporation Ltd. was privatized in 1993. Its basic functions were to collect raw hides and sell them nationwide, especially to BLSF. After privatization of BLSF, the company was free to sell those raw hides to anyone. A peculiar privatization modality was adopted in this case. The total shares owned by the government (54%) were sold to a consortium of the private tanneries, which previously were customers of the company. Share was allocated in such a way that none of them could get more than 17.1% of total shares. But this company could not run, mainly because of two reasons: 

a) The partners could not remained united, differences emerged among them; 

b) Before privatization, the company had monopoly business of collecting raw hides from all over the country. But immediately after privatization, government changed this provision of the law and allowed the District Development Committees to allow the local contractors to collect the raw hides within the district and levy local tax on it. As a result, the local contractors could manage the business more efficiently and at lower cost. These local contractors have two advantages; a) their transportation cost is lower as their whole transaction is confined within one district; b) they mostly manage to escape local tax and smuggle these hides to India.  Apparently, they do not pay customs, because the export of raw hide is banned in Nepal. As a result, their profit margin is higher. But in the case of RHCDC, both of the above advantages were not available. Since its business was spread all over the country, the cost of transportation was relatively higher. Moreover, they processed the raw hides within the country, and exported their semi-processed products to India. Consequently, they had to pay export duties. All these factors made their product comparatively expensive and they could not succeed in the market.

3.11.2. Agriculture Tools Factory (ATF)

Another privatized company, ATF, has shown serious problems and till now it could not be operated smoothly. It is the first company transferred to the employees of the factory. Actually, there were serious doubts already about this party's capability to run the company. The reasons for such doubt were:

· They lack support of all employees, 

· They are merely employees of a sick public enterprise and lack management experience,

· They do not have sufficient capital to invest. In reality, the employees have very small amount of money. The real investors are from outside, who were trying to be benefited from the provision of the Act that the employees may buy the bid at only Rs. 10,000. They were also expecting some more facilities in the mask of the employees. But even the real investors do not have sufficient money to invest in the company.

· The bidders have not sufficient experiences to run such enterprises. They were from other business and not from the same industry

As they were following the procedure prescribed in the Act and had proposed the highest price, so there was no other alternative other than to hand over the company, according to the prevailing provisions. 

The problems faced by the company are as follows:

· As the investors are not long-time business partners rather they have become partners to buy this company only, they lack confidence and coordination among themselves,

· Immediately after the hand over of the company, some disputes emerged between the bidders and the investors. And, after some time, there emerged serious differences among the real investors (the three private parties).

· The investors are not industrialists, rather they are running small businesses so they lacked knowledge, skill and experience to run such a relatively big enterprise,

· They lack sufficient capital to invest in the company. They can't pay even the installments of the company as per the agreement,

· They themselves are not good managers and they did not hire good managers from the market to run the company. 

But recently they seem to understand that their misunderstanding and ego problems are causing a loss of a large sum of money. It seems that they have come to a consensus to let one investor run the company and others leaving it with a rational amount of compensation. Very recently, after a long negotiation, the investors  have settled their issues and the company has been restarted.

3.11.3. Biratnagar Jute Mills:

Another closed company is Biratnagar Jute Mills. In the real sense, it is not a government-run business as the government has only 46% stake in this company. The rest of the stakeholders are the private parties. But the government has invested a large sum of money as loans in the company. The government appoints a director in the board. The board of directors decides on all the matters. The board of directors decided to give this company on management contract and contracted out it on December 1996. Just after some time, the chairman of the Mill arbitrarily broke the agreement without the consent of the board and contracted it out to the other party again without the board's approval. Few weeks back this party has informed that it can not run the company. Since then the company seemed to be closed. As mentioned earlier, this company is not in a good condition. In spite of its policy that it will not lend money to any company (even to the government company) any more, the government has several times lent the company large amount of money at a very low interest rate without any assurance of improving the management or restructuring it. 

CHAPTER FOUR

4.0.0.
Problems of the privatization programme:
The privatization process in Nepal is suffering from several problems. The major problems could be summarized as follows:

4.1.0.
Ignorance of the people: 

Almost fifty percent of the total population is illiterate who even do not know what is privatization, leave alone understanding the merits of privatization. They just follow their leaders who themselves do not know privatization well.

4.2.0.
Social problems: 

Both the people and the political parties have negative attitude towards privatization. They are brought up in the so-called socialist philosophy, which is not in tune with privatization and liberalization.

4.3.0.
Employee-related problems: 

In all the privatized enterprises, employee-related issues are disturbing all important players; the top management, the employees and even the local residents. None of them are satisfied.

a. The top management is complaining about absence of discipline among labours and employees, their laziness, their aggressive temperament and their political inclination. At the same time, the labours are complaining about the rude behavior of the management and the fewer facilities provided. They are also complaining that the management does not comply with the Purchase and Sales agreement. Consequently, they have to pressurize the management, sometimes through demonstrations and even calling strikes to fulfill those demands, which are provisioned in the agreement. Their major complaint is that the management is not following the government pay scale and other facilities. In some enterprises, the employees doubt that the management has misused their gratuity, provident funds and other money accrued to them on account of their service in the previous management. They are very frightened, as they doubt that they will not get it back. It has become very serious issue in the privatized enterprises. 

The management is hiring new staff on daily wages instead of making the existing staff permanent. It is because these daily-wage staffs are very easy to handle and they are ready to work on piece-rate basis, which is very cheap. They do not demand management to comply with the provisions of the existing laws. 

In some particular industries, employees are also complaining that the management has hired foreigners at incomparably high salary and facilities, which is unnecessary. People of that quality can be easily available in Nepal at very low salary and other facilities, they complain. 

b.
The local people also showed their concern regarding employee-related issues. It may be due to the fact that some of the local people are working in those factories. The local employees might be speaking to the local residents about their problems. As a social being the local people showed their concern regarding the employees' problems. But, even then, the local people never supported the tradition of less working or not working at all and undisciplined culture of employees while the company was under government ownership. These people were of the view that one of the reasons that the employees were dissatisfied was that they have had to work hard now and they can not misuse the company’s property any more.

The team observed three reasons for employees’ dissatisfaction:

a. Psychological and status-related: Before privatization, these employees were proud that they were government employees. They were enjoying some facilities, which were available by the virtue of the government service. Now those facilities have gone. Similarly, the behavior of the new managers in some of the enterprises is not businesslike. They frequently exhibit very rude temperament. All these factors compel the employees to feel themselves as personal servants of the owner, which is very frustrating to them.

b. Discipline-related: While in government there was overstaffing in almost all enterprises and they did not have to work hard. There was no responsibility. They could utilize their office time for personal purposes. They were highly politicized. There was gross in-discipline in the organization. Now, after privatization, they have to change their mentality. They have to work hard. They have to be regular and have to prove their efficiency in performing their task. This has created serious problems for them.   

c. Facilities-related: While these employees were in government enterprises, they used to get their salary and other facilities at regular time. Apart from this, they were getting increments and additional facilities frequently regardless of their performance, productivity and profit of the enterprise. But after privatization, these increments are not frequent. Some enterprises have not done very good so they usually can not pay in time which creates problem frequently.

4.4.0.
Lack of investor interests: 

There is dearth of genuine investors in Nepal. In order to privatize some of the public enterprises, in the past, the government published notices several times inviting submission of proposals but, in some cases, only one or two proposals were submitted. On the one hand, it may be because of scarcity of investors, particularly big investors and on the other hand, most of the investors are involved in easy money- making such as, trading of foreign goods which brings the investors higher profit margin. As a result, by investing in privatization of the public enterprises, they do not want to bear relatively more risk, put more effort and get lower return. Moreover, some of the investors want to invest in the industries but they lack the essential know-how. As a result, they do not dare to invest, and if they do, they fail, e.g., ATF, RHCDC cases. 

As mentioned above, most of the Nepalese investors are of small capacity both financially and technically and can not run big enterprises. They are in development process so they will take some time to be capable for bidding relatively big enterprises.

4.5.0.
Less developed capital market: 

Capital market in Nepal is in very early stage, so it can't smoothly absorb all the shares floated in the market especially when the number is large. Most of the general people are not familiar with the transactions in the share market. Consequently, the shares of candidate company can't be floated in the market rather the interested strategic investors have to be sought. 

4.6.0.
Underdeveloped corporate culture: 

Another difficulty with the capital market is that the corporate culture is also not well developed. There is scarcity of efficient managers in the market. The privatized companies mostly require large additional capital injection and sound management, which the present national corporate environment does not guarantee. Consequently, even if the market is in the condition of absorbing all shares of the privatized company, it will not be rational to float them in the market directly. In such situations, government should strategically search for investors who are capable for both large capital injection as well as providing better management.

4.7.0.
Ill health of public enterprises:

Most of the public enterprises are being operated in a very bad condition. There is no timely repair and maintenance of plants and equipment. Work culture has collapsed in these enterprises. All employees are involved in politics directly or indirectly. They are always demanding which makes the administration of these employees the most difficult task. 

Sufficient studies were not carried before establishing these enterprises. The most important thing is that these enterprises were established in a closed economy. They were enjoying protection and monopoly of the market. Now the environment has changed and the economy is open. In this new economic environment there is less protection, subsidy and monopoly of market. As a consequence, these enterprises have to face competition in the market. Hence, some of these enterprises are no more economically viable and the rest of them are also very difficult to be rehabilitated. They need large additional investment, better quality of management and long patience. As a result, private sector hesitates to bid for these enterprises. Even if it bids, it has several terms and conditions and offers very low price.

4.8.0.
Lack of confidence in government transaction: 

There is mostly false reporting about privatization in communication media. Likewise, the opposition parties are opposing the government and the privatization process on unfounded grounds also, which have created negative environment in the country regarding privatization. People do not believe that there will be fair business dealing. They are biased against the government and the bureaucrats. So people hesitate to do business with the government.

To impress the people and to escape from the criticism, the government in the past imposed several terms and conditions about the privatized enterprises, some of them unnecessary. The government itself was not complying with those terms and conditions when the company was under government ownership. This discourages the private investors to invest in the privatization.

4.9.0.
Delaying problem: 

In the present context, the privatization process has become very lengthy and time-consuming. From the moment the privatization study starts, from the top management to the lowest level employees, all start unwanted activities in the enterprises. Strikes and demonstration are normal events in the enterprise. Misuse of machines, plants, equipment, other properties and company's funds is just normal. As a result, the condition of the company goes on deteriorating every day. Eventually, by the time the bid notice for privatization of the company is published, the condition of the company becomes so bad that most of the potential bidders preclude themselves from bidding. Those bidders, who submit the bid, offer such a low price that the government feels difficulty to accept the proposal. An important reason for such an unfortunate situation is the unnecessary delaying in the privatization process.

4.10.0.
Small size of the market: 

The size of the most of the Nepalese companies and the market are both very small by international standards. So there is no large profit on investment. As a consequence, foreign investors are not attracted for investment in these enterprises

4.11.0.
Lack of monitoring and evaluation system: 

In all the privatized enterprises, it was common complaint from all sides, whether the investor, employee or the local resident, that the government never came back after privatization. They all want the government to cooperate and monitor the initial functioning of the privatized enterprises so that the transition could be smooth and it could succeed in the long run.

The employees are complaining that the government is showing negligence towards the privatized enterprises. According to them, the new management is not honest in complying with the terms and conditions of purchase and sales agreement. They are mistreating the regular employees, curtailing their facilities, hiring foreign workers unnecessarily and depriving the government dividend. But the government has not taken any steps to prevent these happenings. They doubt whether the government even knows about it. 

The investors are criticizing that the government has never made any supervision programmes to evaluate the conditions of the privatized companies and the workers working there. The investors are frequently raising the issue that the government considered it its ultimate responsibility to transfer the company after concluding the process of privatization. But the investors disagree with that attitude and action and demand intensive cooperation of the government in making available soft loans, solving legal, policy-level and other practical problems of the privatized companies, etc. According to them, the ultimate responsibility of the government is to see the privatized company run successfully and it contribute to the national economic development, and not just the hand over of the ownership of the public enterprise to the private sector and then forget it. Similarly, many enterprises are demanding that these privatized enterprises be considered as new companies and all the facilities provided accordingly.

4.12.0.
The privatization modality: 

The other important issue is of the privatization modality. The Privatization Act, 2050 (1994) has recommended altogether six modalities, of which one is abstract depending on the consideration of the government. Among the rest five, four have been implemented in the privatization process. Among the four implemented, leasing out and management contract are implemented in Bhaktapur Bricks Factory and Biratnagar Jute Mills respectively. These modalities have shown serious problems. Experience has shown that long term solution-oriented modalities like sale of shares & business can bring better result.

4.13.0.
Political instability: 

Political instability was another major problem for the last four years. Five governments were changed in four years. Each government has had its own priorities, which differed from each other regarding privatization. It harmed the privatization process and only two enterprises were privatized during those four years. 

4.14.0.
Formation of privatization committee: 

Formation of the privatization committee is another source of problem. According to the Privatization Act, the government has to nominate two members of the House of Representatives for this committee. In order to promote consensus among the political parties, the government usually nominates one member from the opposition party. Since political parties differed in their view regarding privatization, some members of the committee try to escape from taking decision or prefers to delay the process. Moreover, they do not accept responsibility for the democratic decision process. This was one of the

major reasons why privatization of Himal Cement Company and Nepal Tea Development Company took unnecessarily long time. 

4.15.0.
Privatization fund: 

Privatization fund is another source of criticism. According to the prevailing law, all the money received by the government should be deposited in the government regular account. But the sales proceeds of public enterprises are deposited in deposit account. The explanation behind this is that there are several expenditures during the privatization process for which fund can't be available immediately from the regular government account. So these expenditures are borne from this account. This arrangement has made the privatization process relatively faster and flexible. But Auditor General's Office has shown grave concern about it. 

4.16.0.
Sales proceeds: 

Moreover, there is debate in the use of sales proceeds. Several doctrines of using it have been developed, such as retiring the public debt, building infrastructure, investing directly in poverty alleviation or social welfare programmes, etc. But, in our context, it is very difficult to defend the expenditures as there is no guideline to utilize this fund. Hence, it is being consumed mainly in discharging old liabilities of employees and the privatized companies. Some of the proceeds are being lent to a few public enterprises, which are selected for immediate privatization and are in very bad condition. Few of the privatized enterprises have borrowed some money from it. But lending from this fund is not a normal practice, rather it is a special decision.

4.17.0.
Adjustment problems: 
Another major problem seems to have emerged because of the vagueness of adjustment provision. In every agreement there is a provision for adjustment regarding liabilities, machines, equipment, and other assets and liabilities. Maintenance of proper records of assets and liabilities of public enterprises and their value are not accurate and updated. So, while transferring assets and liabilities to the investors, differences emerge as all of these assets and liabilities can't be found as listed in the record. 

4.18.0.
The problems of over-capitalization: 

The present condition of all public enterprises, whether profit making or loss bearing, is not satisfactory. In most cases, their account is not updated, records of assets and liabilities are not accurate and updated. Their plants and machines are not properly repaired and maintained. They have numerous, unnecessary but high-priced assets like huge buildings, precious lands, unutilized plants etc., which have artificially overcapitalized the enterprises. 

4.19.0.
Buck shifting: 

Another major practical problem is that the privatization issue has become very sensitive and a street talk. Everybody is suspecting malpractice in the privatization deal without any evidence. Decisions taken with good intentions are also misinterpreted and questions are raised in forums without investigating the fact. The Commission for Investigation of Abuse of Authority and other such agencies start probing  even for small mistakes, the bureaucrats have to face serious moral, psychological, physical and carrier-related impacts. No one comes out to defend them. As a consequence, the concerned bureaucrats have started to avoid risk. As the functions and responsibilities of the different levels of bureaucrats are not defined clearly, the bureaucrats have the convenience to escape from decision making. Even small decisions are shifted to high officials and to the minister. Several decisions that could be taken at bureaucratic level are unnecessarily sent to the minister, to the privatization committee and/or to the Cabinet. So, it delays the process and creates negative environment. 

4.20.0.The bid selection criteria: 

The privatization act has fixed six criteria to select the bids. They are as following:

a. Attractive price;

b. Management of the enterprise without changing its nature;

c. Retention of the services of present workers and employees;

d. Enhancement in the employment opportunity:

e. Managerial experience; and

f. Expansion of the enterprise and business by preparing a good business plan and making additional investments.   

 But the Act has kept quiet regarding the weightage of these criteria. As a result, these criteria are not given proper importance, only formality is observed regarding them. The bidder who proposes highest price for the enterprise is selected without any confusion because of which the privatization of two public enterprises, viz. Agricultural Tools Factory and Nepal Tea Development Corporation, could not be successful. In case of NTDC, the bidder was selected because he had proposed very high price. But, eventually, he could not pay the money and the government had no other alternative except to declare him a defaulter. As a result, NTDC could not be privatized at the last moment. 

Similarly, in the case of ATF, the bidders were not experienced in running industrial enterprises and, although they had proposed highest price, they did not have sufficient capital to invest in the company. If the proposals were scrutinized carefully on the basis of above criteria, these problems might not have arisen.

CHAPTER FIVE

Suggestions:

5.1.0 
Successful privatization of the public enterprises may attract additional investment both internally and externally, generate economic activities in terms of investing both in new and existing private enterprises and in the privatized enterprises by eliminating crowding out effect of public enterprises. It will promote the real sector by increasing competitiveness and the comparative advantage of the economy, and by reducing the possibility of speculative business. All of this will contribute to foster investment, employment, production, income, government revenue, and further investment in the economy, which will ultimately contribute to achieve the most fundamental goal of the nation, the poverty alleviation. Therefore, privatization process should be speeded up by appropriately addressing the aforesaid problems to the extent possible. The following have been the suggestive measures, which could be of substantial usefulness in tackling the problems and obstacles related with the privatisation process in the context of Nepal.

5.2.0
A massive awareness programme should be launched to educate the general people, leaders as well as the policymakers regarding the need, history, principles, process, merits and demerits of privatization including the evolving global trends of privatization and liberalization. This will help them to understand the Nepalese perspective of privatization programme and its importance in the context of national economic development.

5.3.0
Regarding employees' problems, laying-off all employees could be a solution. But, before doing this, the government should provide them an attractive golden handshake package with lucrative amount of money. All the dues of these employees should be cleared off before laying them off. In addition, the government should launch, as special rehabilitation programmes, some special training programmes for laid-off employees along with special soft loan package. This will help them to restart small businesses and make them self-employed and help to reduce unemployment problem in the country. Furthermore, laying-off does not mean that these laid-off employees can’t be re-employed in the same enterprise. There is greater possibility that most of the technical and trained employees will be re-appointed in the factory, may be on higher salaries and facilities, because the private management may not be willing to lose technical and trained manpower so difficult to find elsewhere. The employees of the government enterprises who resigned from their old job have done very well in several new private companies, particularly in airlines, banking and insurance businesses. They are getting very high salary and perks in these private companies. So, re-appointing the laid-off employees will remove the psychological barriers and differences of the government and the private sector as both the employer and the employees will agree to hire and to be hired and also settle themselves the terms and conditions of the new appointment. It will also solve the over staffing problem, if any. There have been many instances where the laid off staff took all due amount from the government company, and then negotiated with the new owner and started working as new employees, e.g., in SRJM, BP&PNL, NFI, etc.

5.4.0.
The modality-related problems have emerged because of the duality of the ownership. In the lease agreement or management contract, the real ownership lies with the government but it can not intervene and should not intervene in the day to day business of the lessee and/or contractor. The lessee and contractor have authority to operate the day to day business but they are not the real owners of the property. As a result, they want to maximize their profit and minimize the cost by any means. There could be no proper and efficient monitoring, supervision and evaluation system on the government side. In such circumstances, artificial cost escalation, misuse of machines and equipment and their improper repair and maintenance can be considered as the natural outcomes. When the government can't safeguard national property properly, leasing out or management contract can’t be considered as the appropriate modality of privatization. Share sale and asset & business sale methods are relatively better in this regard. In the case of asset and business sale method, some problems have been witnessed in liquidating the old company. Even after 6-7 years, the details of the liabilities and assets of the old companies could not be updated and, as a result, these companies could not be liquidated. The liquidators and their staff are getting salaries even now, which is additional cost to the process. In this context, the adoption of share sale method could be considered relatively better modality for privatizing public enterprises.

5.5.0.
To check the strictures and misinterpretation regarding adjustment, a final and updated list of assets and liabilities should be prepared before one week of publishing bid notice and it should be handed over to private parties within 15 days of signing of the agreement. The government should itself assume those assets and liabilities which can't be handed over forthwith, or regarding which there is confusion on either side. This would solve the adjustment problem.

5.6.0 
The government should publish a privatization calendar to check the delaying tendencies and the possibilities of malpractices. This calendar will contain detailed account of each steps, e.g., which enterprises will be privatized and when, when the privatization study will start, when the bid notice will be published, when the bid evaluation will be completed, when the concerned parties shall sign the agreement, and when the white paper on the privatization of the particular company will be published. The government will ensure that all these processes in the calendar will be completed within a reasonably short period. This calendar should be followed strictly. Moreover, the government should take only few enterprises at a time, which could be privatized easily and within reasonable time period. This will help lessen many problems associated with privatization.

5.7.0
The Privatization Act should be amended to include more private sector people in the privatisation committee and to make privatization cell the independent secretariat of privatization committee preferably headed by a full time member-secretary. The cell should organise its functions in the following fashion:

(a) Research and development:

It will carry out study for candidate selection, fix objectives and modalities, formulate agreements and, lastly, will be responsible for monitoring and evaluation. To perform these activities, adequate manpower strength should be arranged both on the basis of fixed tenure and temporary hiring of services.

(b) Implementation:

It will conduct all the activities necessary to implement privatisation, i.e., from publishing bid notice to handing over the company to the successful bidder, and publish white paper on how the privatisation process was carried. To perform these activities also, necessary manpower should be hired and retained in the cell.

5.8.0.
To correct the situation arising from the absence of up-to-date accounts and records and the problem of over capitalization, the government should launch a campaign. The administrators of all the public enterprises should be made responsible to update the accounts and records within a fixed time. If they do not comply with the government instruction, an immediate action should be taken against these administrators. Similarly, a study should be carried out to ascertain the present status of the public companies with respect to the conditions of overcapitalization and overstaffing. The findings should be implemented immediately. These measures will help to improve the present functioning of the company and to smoothen the privatization process.

5.9.0.
The privatisation proceeds should be deposited in the regular account and an appropriate amount should be apportioned in the regular budget every year for bearing all the privatization expenses. Though this system will create some short-term problems, it will contribute to lessen the unnecessary expenditures in the long run and help make the whole process more transparent and credible. The funds should be spent in a more transparent way. A white paper may be published at the end of each fiscal year, giving detailed account of expenditures incurred out of this money or the detailed account could be included in the annual budget itself. 

5.10.0.
By taking into consideration the problem of giving weightage to different criteria and also to measure the technical and financial soundness of the bidder, the bid evaluation process has been now changed by adopting the two-envelope system for evaluating bids. This process ensures that all the selected bidders are sound and capable of running the privatized enterprise. This process will also contribute to make the process more credible and transparent and to lessen the unfounded criticism that arbitrary decisions are taken in the course of privatization.

5.110.
The present Privatization Act is not comprehensive and privatization regulation and guidelines have never been formulated. To overcome these difficulties, the Privatization Act should be amended and privatization regulation and guideline should be immediately formulated. The duties and responsibilities of the different rank officials should be clearly mentioned in the regulation. This will discourage the buck-shifting tendency.

5.12.0.
To attract the domestic as well as foreign investment in the enterprises, the government should provide some financial, legal as well as procedural facilities and incentives. It should have least deterrent conditions in the sale and purchase agreement.

5.13.0.
Proper system of monitoring and evaluation should be established. The privatization committee should itself be made responsible for the monitoring and evaluation of the privatized companies. Equipped with the findings of the report, the committee should take initiatives to solve the post-privatization problems of the privatized companies and also to intensify the research and development programmes in order to improve the privatization process.

Annex 1. A

Questionaire 1

1. 
Background Information
:






1.1 
Name of the Company


1.3 
Central Office


1.2   
Date of Registration 


1.4. 
Directors

1

2

3

4

5

6

1.5 
Finance Director

1.6 
Method of Privatization

1.7
Year of Privatization 

1.8 
Terms of Payment  (including total proceeds, interest rate, if any)

2. Relevant Statistical Indicators :

	S.No
	
	Before Privatization
	After Privatization

	
	
	Year 3
	Year 2
	Year 1
	Year 1
	Year 2
	Year 3

	1
	Total Expenditure (in Rs)
	
	
	
	
	
	

	
	a) Administrative  
	
	
	
	
	
	

	
	b) Other 
	
	
	
	
	
	

	2)
	Raw materials (in Quantity)
	
	
	
	
	
	

	
	………….……
	
	
	
	
	
	

	
	Price (per unit)
	
	
	
	
	
	

	
	………………
	
	
	
	
	
	

	
	Price (per unit)
	
	
	
	
	
	

	3
	Energy Consumption (in unit)
	
	
	
	
	
	

	
	……………….
	
	
	
	
	
	

	
	 Rate (per unit)
	
	
	
	
	
	

	
	………………..  
	
	
	
	
	
	

	
	(iv) Rate (per unit)
	
	
	
	
	
	

	4
	a. Capacity Utilization (in %)
	
	
	
	
	
	

	
	b. Capacity Expansion
	
	
	
	
	
	

	5
	Total Employment  (Number)
	
	
	
	
	
	

	
	i) Administrative 
	
	
	
	
	
	

	
	    a. Permanent 
	
	
	
	
	
	

	
	    b. Temporary
	
	
	
	
	
	

	
	    c. Daily wages
	
	
	
	
	
	

	S.No
	
	Before Privatization
	After Privatization

	
	
	Year 3
	Year 2
	Year 1
	Year 1
	Year 2
	Year 3

	
	ii) Technical 
	
	
	
	
	
	

	
	    a. Permanent 
	
	
	
	
	
	

	
	    b. Temporary
	
	
	
	
	
	

	
	    c. Daily wages
	
	
	
	
	
	

	
	iii) Labour 
	
	
	
	
	
	

	
	      a.  Permanent 
	
	
	
	
	
	

	
	      b. Temporary
	
	
	
	
	
	

	
	      c.  Daily wages
	
	
	
	
	
	

	6
	Product Diversification (Name)
	
	
	
	
	
	

	7
	Total Production (in quantity)
	
	
	
	
	
	

	
	(i)  ………
	
	
	
	
	
	

	
	(ii) ………
	
	
	
	
	
	

	
	(iii) ……….
	
	
	
	
	
	

	
	(iv) ………
	
	
	
	
	
	

	8
	Total Sales (in quantity)
	
	
	
	
	
	

	
	(i)  ………
	
	
	
	
	
	

	
	(ii) ………
	
	
	
	
	
	

	
	(iii) ……….
	
	
	
	
	
	

	
	(iv) ……
	
	
	
	
	
	

	9
	Price (in Rs)
	
	
	
	
	
	

	
	(i)  ………
	
	
	
	
	
	

	
	(ii) ………
	
	
	
	
	
	

	
	(iii) ……….
	
	
	
	
	
	

	
	(iv) ………
	
	
	
	
	
	

	10
	Import (in quantity)
	
	
	
	
	
	

	
	………………….
	
	
	
	
	
	

	
	 Price (per unit)
	
	
	
	
	
	

	
	…………………
	
	
	
	
	
	

	
	Price (per unit)
	
	
	
	
	
	

	11
	Export (in quantity)
	
	
	
	
	
	

	
	………………..
	
	
	
	
	
	

	
	Price (per unit)
	
	
	
	
	
	

	
	……………….
	
	
	
	
	
	

	
	Price (per unit)
	
	
	
	
	
	

	12
	Closing Stock ( in quantity)
	
	
	
	
	
	

	
	(i)  ……
	
	
	
	
	
	

	
	(ii) ………
	
	
	
	
	
	

	
	(iii) ……….
	
	
	
	
	
	

	
	(iv) ………
	
	
	
	
	
	

	13
	Debt (in Rs)
	
	
	
	
	
	

	
	i) Foreign 
	
	
	
	
	
	

	
	ii) Government 
	
	
	
	
	
	

	
	iii) Local
	
	
	
	
	
	

	S.No
	
	Before Privatization
	After Privatization

	
	
	Year 3
	Year 2
	Year 1
	Year 1
	Year 2
	Year 3

	14
	Grant (in Rs.)
	
	
	
	
	
	

	
	i) Foreign
	
	
	
	
	
	

	
	ii) Government
	
	
	
	
	
	

	15
	Subsidy (in Rs.)
	
	
	
	
	
	

	16
	Tax Payment (in Rs)
	
	
	
	
	
	

	
	(a) Customs
	
	
	
	
	
	

	
	(b) Vat (Sales Tax)
	
	
	
	
	
	

	
	c) Income Tax
	
	
	
	
	
	

	
	d) Other Taxes
	
	
	
	
	
	

	17
	Net Profit (in Rs)
	
	
	
	
	
	

	18
	Social Welfare Programmes (if any)


Annex 1. B

Questionaire 2

Name of the Company

………………………

1.
What was the company's condition when you took it over ?

2.
What difficulties did you have in making improvement or how did you overcome them?

3.
Did the government cooperate in that process (at both levels of policy and bureaucracy)?

4.
Did the employees cooperate in the process ?

5.
Did you change the technology ? If so, how ?

6.
Did you make additional investments in new machines, plants and equipments? Please specify.

7.
How did you solve financial problems, if any?

a)
Did investsment come from your own funds?

b)
Did you borrow from financial institutions? if so, which one ? Government or Private ?

c )  
What is the current debt-equity ratio ?

8.
(a)
 Were there any marketing problems ?

(b)  
 Did you find any discrimination against your products from the government side? 

9.
What were the additional facilities, if any, that you gave to the employees and consumers ?

10.
Did you make any redundancies? if sol, how many and on what terms?

11.
Is your company creating environmetal problems ? 

a.
Polluted particules emissions 

b.
Polluted  water discharge 

c.
Dangerous chemicals/ substances in the production process 


12
What did you do to improve the environmental problems?

13.
Has employee productivity increased ?

14.
What is the rate of return on investment ?

15.
Have you floated all the public shares in the share market? If yes, how was the response?

16.
Have you paid all the installments ? 

17.
What do you think are the future prospects of your Company?

18.
Do you  feel that local people are satisfied with your Company ? 

19.
Do you think you have made a good investment in this Company?

20.
What are your ideas to make privatization a success story in Nepal? Do you believe that the Government should have a different approach?

21. Any other comments, concerns or suggestions? 

Annex 1.C

Questionaire 3

Name of the Company …………………….

1.
How would you compare the company before and after privatization ?

2.
Do you think that the condition of the company has improved after privatization?

3.
Has managerial efficiency increased after privatization ?

4.
Were any redundancies made? if so, on what terms? Are you satisfied with the redundancy package?

5.
Has employee productivity increased after privatization ?

6.
Has the new management increased salaries, benefits and other facilities after privatization? Please specify 

7.
Do you feel better now than before privatization ?

8.
What is your comment on privatization of the company ?


(a) 
Any shortcommings?


(b)
 Possibilities of improvement ?

Annex 1.D

Questionaire 4

Name of the Company…………………….

1.
Name of the resident:

2.
Address:

3.
Occupation:

4.
Age:

1.
What do you know about privatization?

2.
Did you know that this company has been privatized in……..?

3.
Have you felt any change in the operation of the company after privatization? 

a.
Better, or

b.
Worse

4.
Has the privatized company launched any social welfare programmes for the local people?

5.
Has the privatized company adversely affected the local environment to a greater extent than when the company was state-owned?

6.
Have the local people experienced any problem because of privatization of the company?

7.
Has the privatized company generated additional employment 

(a)
For the local people?

(b)
At a national level?

8.
Do you have any comments on the privatization of this company?

Annex 2.A

Production

Million Rs.

	Privatized Enterprises
	Before Privatization 
	After Privatization 

	BP&PL
	Paper  2665 Mt.
	Paper  7659 Mt.

	HBTF
	Tiles      909000

Bricks    18043000
	Tiles      1720000

Bricks    34762000

	LBS&TF
	Shoes    109900

Processed Leather 739500 sq. f.

Semi-Processed Leather 1242700 sq. f.
	Shoes    Closed

Processed Leather  Closed

Semi-Processed Leather 2303000 sq.f.

	NFDC
	Films   1


	Films  21



	BTI
	Poplin 116402 Mets

Shop Towel ------
	Poplin  ----

Shop Towel 538198 Mets.

	NB&BU
	Bitumen 1533 MT.

Bitumen Drums 5617 Pics

Lube Barrel ----

Emulsion ------
	Bitumen 2757 MT.

Bitumen Drums 24844 Pics

Lube Barrel-----

Emulsion      2943 Mt.

	NLOL
	Lubricant 945 kl. Ltr.
	Lubricant 937 kg. Ltr.

	NFI
	Iron & Steel Production 108000 kg.
	Iron & Steel Production 371374 kg.

	SRJM
	                         3384 Mt.
	Twine        1614 Mt. 6502Mt.
Sacking      3123 Mt.

Hessain        1340 Mt.

By Product   422 Mt.

	BBF
	Brick 11750000
	Brick 10961000


These statistics are for the year preceding that of the privatization and the latest year after privatization.

Annex 2.B

Sales

                                                               Million Rs.

	Privatized Enterprises 
	Before Privatization 
	After Privatization 

	BP&PL
	Paper 2560 Mt.
	7038 Mt.

	HBTF
	Total Sale Rs.    27720000/-
	Total Sales Rs.  41490000/-

	LBS&TF
	Shoe Rs.     25900000/-

Leather Rs.  21620000/-
	Shoes-----    

Leather Rs. 70700000/-

	NFDC
	Rs. 5350000/-
	Rs. 24670000/-

	BTI
	Poplin Textile 197505 Mets.

Shop-Towel-----
	Poplin Textile 

Shop-Towel 785625 Mets.

	NB&BU
	Bitumen 1548 MT.

Bitumen Drums 9918 Nos.

Lube Barrel---

Emulsion----
	Bitumen 2146 MT.

Bitumen Drums 32018 Nos.

Lube Barrel-----

Emulsion        3049 Mt.

	NLOL
	Lubricant 529 kg. ltr.
	Lubricant 1025 kg. ltr.

	NFI
	Iron Production 111054 kg.
	Iron & Steel Production 346838 kg.

	SRJM
	      3606 Mt.
	Twine        1651 Mt.  6472 Mt.
Sacking      3148 Mt.

Hessain        1429Mt.

By Product   244 Mt.

	BBF
	Bricks 12292000
	Bricks 13392000


These statistics are for the year preceding that of the privatization and the latest year after privatization.

Annex 2.C

Employment 

                                                                            


 Million Rs.

	Privatized Enterprises 
	Before Privatization 
	After Privatization

	BP&PL
	283
	1078

	HBTF
	595
	593 

	LBS&TF
	484
	97

	NFDC
	100
	55

	BTI
	108
	75

	NB&BU
	55
	56

	NLOL
	106
	94

	NFI
	46
	52

	SRJM
	113
	1654

	BBF
	442
	442


These statistics are for the year preceding that of the privatization and the latest year after privatization.

Annex 2.D

Tax

                                                                                        


Million Rs.                                       

	Privatized Enterprises
	Before Privatization
	After Privatization

	BP&PL
	NA
	23.50

	HBTF
	NA
	NA

	LBS&TF
	NA
	0.83

	NFDC
	NA
	VAT FREE

	BTI
	NA
	0.013

	NB&BU
	2.59
	6.35

	NLOL
	7.86
	15.90

	NFI
	0.23
	VAT FREE

	SRJM
	NA
	3.142

	BBF
	
	


These statistics are for the year preceding that of the privatization and the latest year after privatization.

Annex 2.E
Profit/Loss

Million Rs.
	Privatized Enterprises
	Before Privatization
	After Privatization

	BP&PL
	4.30
	5.88

	HBTF
	1.65
	(20.28)

	LBS&TF
	0.48
	1.13

	NFDC
	(8.67)
	0.25

	BTI
	(5.56)
	(0.20)

	NB&BU
	(4.63)
	3.07

	NLOL
	0.6
	5.38

	NFI
	(3.88)
	0.83

	SRJM
	(75.30)
	(3.18)

	BBF
	(12.25)
	(7.5)

	
	
	


These statistics are for the year preceding that of the privatization and the latest year after privatization.

Annex 2 .F

Borrowings

                                           





 Million Rs.

	Privatized Enterprises
	Before Privatization 
	After Privatization

	BP&PL
	NA
	708..40

	HBTF
	NA
	181.89

	LBS&TF
	NA
	17.9

	NFDC
	NA
	3.51

	BTI
	1.45
	5.74

	NB&BU
	3.95
	30.45

	NLOL
	9.18
	17.14

	NFI
	NA
	15.48

	SRJM
	191.16
	54.99

	BBF
	2.59
	5.18

	
	
	


These statistics are for the year preceding that of the privatization and the latest year after privatization.

( It includes the price of management share only.


( Rest of the shares are in the name of other corporations


� BJM is a semi- government enterprise in which private sector has majority shares. The decision to contracting out it was taken by the company's board and all the procedures were taken accordingly.





� In this bank the government had majority shares. The government decided to sell some of its shares in the market, so that the private sector could become the majority shareholder. So it floated 10 % of the shares in the share market. Now the government is a minority shareholder i.e. it holds only 39 % of the total shares. 


^ HMGN owns 39 % shares


( Information for other two pre-privatization years is not available.


( Data for FY 52/53 is not available.


( Till end of Poush 2055 (6 month)  


( Till end of Poush 2055 (6 month)  


( Till end of Poush 2055 (6 month)  


( Till end of Poush 2055 (6 month)  


( Till end of Poush 2055 (6 month)  


( Till end of Poush 2055 (6 month).  


( Till end of Poush 2055 (6 month).  


( 10 month only.


( 10 month only.


( 10 month only.


( 10 month only.


( 10 month only.


( 10 month only.


( 10 month only.


( 10 month only.


( 10 month only.


( These employees were laid off latter, when the company was closed.
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