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Preface

The Inditute of Foreign Affars undertook this project on Nepd’s Economic
Diplomecy as a fdlow-up to the recommendations made by the High Levd Task
Force (HLTF), which was empowered by HMG to make recommendations in
revitdizing the Minidry of Foreign Affars (MoFA) and promoting Nepd’'s economic
diplomacy. The Report of the HLTF was submitted to the government in February
1996 and covered broad aess in srengthening MoFA’s dructurd and operationd
mechanisms.

In the Report of the HLTF, three sections were specificdly devoted to make
economic diplomacy functiond within MoFA’s inditutiond framework. As pat of
the Minidry’s operating mechanism, the Report proposed the credtion of the
Economic Reations and Coordination Divison (ERCD) and envisoned its role in the
following manner:

1. to contribute to the integration of nationa economic policies into Nepd’'s
foreign policy gods and drategies;

2. to devdop a sense of full partnership with the sectord minidries and the
private sector in the conduct of economic diplomecy;

3. to support planing and organizing of d the commerdd functions and
activities to be undertaken by the missions;

4. to monitor and fadlitate the ad management and busness promotion
activities being caried out in Nepd by donor countries and internationa
organizations,

5. to hdp drengthen the bilaerd Joint Economic Commisson and idertify
opportunities for regiond and sub-regiona cooperation; and

6. to fadlitate vertticd and horizonta coordination of economic diplomecy
function being executed by the diverse economic decision making centers.

In order to avoid duplication of work, the Report of HLTF recommended
mechanisms to ensure proper coordination and information sharing 0 that a close
interface exist between MOFA, missons, the sectord minidries and private sector in
formulating a common drategy. It suggested that the ERCD should be headed by a
Specid Secretary, Economic Affairs, and asssted by a team of five Economic Affairs
Officers working on a grap of rdaed sectors as follows 1) transport,
communications,
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power, condruction and urban development (or infragtructure) desk; 2) agriculture,
forestry, naturd resources, rurd and locad development desk; 3) industry, commerce,
supplies and tourism dek; socid devdopment and human resource deveopment
desk; and 4) invesments, macro-economic, capitd and informa markets development
dek. Snce MoOFA did not posses the qudified manpower to look after these
specidized aress, the HLTF recommended that for a trandtion period of five years
when and till MOFA can deveop its own manpower, a Specid Secretary and five
Under Secretaries should be inducted into MoFA under deputation scheme to heed the
respective desks.

The two other sections of the Report were devoted to drengthening the
misson for economic diplomacy. It incuded specific measures for both briefing and
debriefing Ambassadors and  Economic Counsdlors, and suggested the credtion  of
country-specific Business Plan to be formulated in conaultation with the Bilaterd
Chambers of Commerce and Industry, the FNCCI and the ERCD. The Economic
Counsdlors were, in particular, required to play a pivota role in this srategy by:

?? collaing information on economic eactivities of Nepd and the hogt
countries through aregularly updated data base;

?? gathering intdligence on business opportunities in the hogt countries,
?? promoating trade fairs, exhibitions, etc,

?? saving & a lobbying point by hdping to edablish rgpport with
influentid interest graups in the host countries; and

?? supporting systematic  development of busness rdaed contacts by
amplifying visa procedures and  devedoping contacts  with
governmental bodies and business associdions in host countries.

In order to meet the immediate neecs of the country, the HLTF suggested that
initidly 9x pods (in addition to the exising one in New Ddhi) a the Counsdlor
level should be opened in Missons that are dready centers of our economic
activity, or could posshly serve as a hub for such ativities in a region. They
include the United States, Germany, Jgpan, Hong Kong, United Kingdom and
Thailand. As the firg three areas were dready of substantia economic importance
to Nepd, it was fdt that Economic Counsdlor in UK could aso cover the Nordic
countries, while the one in Thalland could do the same for Southeest Asa and
Ausgraia

However, soon after the Report of the HLTF was submitted some
measures were taken to implement the economic aspects of the recommendations by
edablishing a Economic Rdations and Cooperation Divison (ERCD) and a seperate
International  Business Forum (IBF) “for interaction between the Minisry and the
private sector, including the community of foreign busnesses edablished in Nepd.”
The ERCD was headed by a Joint Secretary of the Ministry and functioned as a
divison for about two and haf years. Its other gtaff included three Under Secretaries,
one of whom was seconded from the Commerce Minisry.  Four mestings of the
International Business Forum were held, chaired by the Foreign Minigter. Participants
in the medtings induded representatives from the export sector, tourism industry,
Ministries of Commerce and
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Finance, in addition to the Foreign Minidry. The medings were limited to
preliminary exchange of views and did not produce any programs or plan of action for
the future,

This initid thrust into economic diplomacy, somewhat patly bassd on the
recommendation of the HLTF, was toned down when the ERCD was downgraded
from a “divison” to a “sedion” under the Foreign Ministry sructure.  The section
now fals under the purview of the Joint Secretary heading the UN and Internationd
Organization and Interngtiond Law Divison, with only one Under Secretary looking
after the matter. For a variety of reasons, the four new Economic Counsdlors who
were gppointed to our Missons abroad on the bass of the recommendations of the
HLTF were recalled and those posts cancelled.

Six years after the submission of the Report of the HLTF, Nepa seems to have
come a full crcle in recognizing that promoting our economic interests abroad and a
home is vitd to our nationd interest. Although policy mekers continue to speek of
economic diplomecy and the concept is gill kept dive in the annua budget speech of
the governments, the mechanism needed to redize the concept is no longer even close
to what the Report of the High Level Task Force had envisoned.

This problem became gpparent recently when the Inditute of Foreign Affars
organized briefings for newly designated Ambassadors and both representatives from
the sectord ministries and the private sector emphesized the need to develop
mechanism to promote Nepd’'s economic diplomacy, not unlike the manner in which
their views were reflected five years ago when the HLTF was commissioned to
prepare its report. The generd feding in the briefing from the perspective of the
sectord minigries and the busness community was that our Embasses are not yet
equipped to ded with this aspect efficiently, wheress MoFA’s podtion has adways
been that there is a lack of resources and physicd infragructure to be actively
involved in this aea  However, the briefing dso dearly brought out the fact that the
busness community-especidly the capet and gaments industries-and the Nepd
Tourism Board gppear to be interested in committing some funds necessary to cary
out amutudly beneficid dtrategy in promoting economic diplomecy.

Recognizing this need, the Inditute of Foreign Affars crested the Policy Study
Group on Nepal’s Economic Diplomacy composed of eminent persondities in Nepd
from various fidds to recommend to the government wha practicd messures are
needed to make economic diplomacy a redity. Given the past experience, condraints,
and the need 0 promote our economic interests, it requested the group to:

N

examine why the recommendations of the HLTF faled to have an impact
earlier;

define clear objectives of Nepd’ s economic diplomacy;

prescribe viable mechanisms needed to achieve the objectives,

identify targets that should be met and the steps needed to achieve them,

suggest mechanisms needed for periodic setting of targets as wdl systems
needed for regular evauation of activities for corrective measures,

N3NNI
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?? examine how funds may be generated/organized for such activities, and

?7? recommend any other matters they condder important to the theme of
economic diplomacy.

The Inditute is grateful to the members of the Policy Study Group for
devoting ther vauable time to produce this Report. In particular, it is indebted to the
Convenor of the Group, Dr. Badri Prasad Shrestha, for guiding its work and
meticuloudy preparing the Report. The inditute aso wishes to acknowledge the
support of the countless number of participants to the Policy Study Group medtings
(see, Annex B), without whose wholehearted support this work would not have been

posshble

Prof. Sridhar K. Khatri
Executive Director
Indtitute of Foreign Affairs
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Executive Summary

Approach

The preset dudy has concentrated on practicd dimensons of economic
diplomecy, especidly its implementation agpects. The inditutiond mechanism
is, thus desgned to ensure proper communications coordination and
cooperation between sectora Minidries and the Minisry of Foreign Affars
(MOFA), on the one hand, and meaningful partnership with the private sector,
on the other hand.

Objective

In the context of fast changing globad policy on ad and trade there is
compdling reasons for reorientation and reformulaion of our own policy
perspective 0 as to meke our economic diplomacy effective and meaningful.
Whatever may be the contents of economic diplomacy with changing Situation
both a home and dbroad, its underlying objective, however, remains the same
& one of drengthening and expanding economic rddions with friendly
countries and internationd  inditution in aess of trade touriam, privae
invesment, technicd and economic cooperation for promotion of naiond
interest.

I nstitutional M echanism

The inditutiond mechanism as envisaged in this Sudy is desgned as far as
possble within the exiging sysem and inditutions without any radicd
changes in the eddblished dructures and jurigdictiond  authorities  on
condderation that such mechanism can be readily aosorbed and assmilated
into the sysem, ensuring a far chance of becoming such mechanism
effectivdly operationd. A few layers of the proposed mechanism consst of: (i)
Externd Economic Rdaions and Coordination Committee; (i)  Externd
Rdaions Consaultative Committee; (iii) Economic Sections working together
with the Multilaerd and Economic Affairs Divison; (iv) Restructuring of
Missions, and (v) Economic Partnership Forum with wel-defined functions of
each for necessary communication, coordingtion and cooperdtion within and
outside the governmen.

Communication

Regular flow of information and feedback between the MOFA and the sectord
Minidries, on the one hand, and smilar flow between the MOFA and its
Missons, on the aher, is a necessary pre-condition for a proper conduct of
economic  diplomacy. If the inditutiond mechanisms as suggested in this
Sudy ae propely put in place and become operationd, it is expected thet
there should be a regular flow of information and idess on dl current issues
related to dl five identified mgor areas of economic diplomacy. The type of
information and data required and the forum in which they should be
maintained and up-dated are dso suggested.
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5. Training

Those who are presently assgned in the economic diplomecy-related sections
of the MOFA should atend a lees a month long intensve collogquium a the
Inditute of Foreign Affars which, in its turn, should prepare both reading and
reference maerids for such colloquiums. For those who will be assgned in
our Missons abroad in future, the Inditute should dso organise " Intensve
Orientation" as and when necessary. In addition to such "one-shot-effar”, the
proposed conaultetive groups atached to the concerned Divisons of the
MOFA ae intended to work not only as a regular forum for mutud
conaultation and discusson but dso as a medium for shaing mutud
underganding and information on specific issues. The use of computer can
fadilitate the ingtant flow of information wit hout any hitch.

6. M anpower

The manpower compodtion as suggested in the sudy is not very much
different from the exising one and as such does not increase Sgnificantly the
finencid lidbility of the govenment. Even if it is likdy to increase
donficantly, such increese may be reduced in two ways — one by
redeployment  (re-dlocation) of exiting matpower on certan rationd
objective criteria and second, by looking into the posshility of integrating dl
resdentid, utilities and other personnd-rdated expenses of Misson into their
sday and dlowances as in some South Adan Countries, thus rdieving the
government of al ever— increasing liahilities on these accounts.

7. Financial Resour ces

The additiond functions and activities on account of economic diplomacy
catanly need additiond resources which may not be avaladle to the extent
required due to budgetary condrants of the government. Congdering the
growing pressure on regular budget, the additiond resources required to invest
in economic diplomacy with potentidly high rae of return may be earmarked
under the devedopment budget as is done for financing smilar activities of
other sectord Minidries. It may be argued tha it makes no difference whether
dlocation is made under regllar or deveopment budgets as the required
resources have to be drawn from the same pool of avalable tota resources.
But, while the entire regular budget is to be supported and funded from the
revenue resources of the government, the development budget can, however,
be supported and funded not only from the revenue surplus but dso from
grant assstance, concessiond externd loans and domestic borrowing.

All this does not imply that there is no resource condrants, especidly so a
present. In order to overcome such resource condraints, several options can be
explored. One is the private sector funding of specia promotiond activities in the area
of trade, touriam, private investment, etc. A number of private sector organizations
such as FNCCI, Carpet and Wool Development Board, Nepa Cotton Towe Exports
Asocigtion and autonomous government agencies such as Nepa Tourism Board,
Trade Promotion Centre, for example, have ther regular income on subgtantid scae
by virtue of the government authorization of collecting various levies and charges.
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Besdes, Embasses and Missons could generate some incomes of ther own by
organising various events or charging fees for providing specific services.
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1. Basic Approach

The present sudy concentrates on practicd dimensons of economic
diplomecy, espeddly its implementation agpects  The inditutiond mechaniam is
thus, desgned to ensure proper communication, coordination and cooperation
between sectord Minidries and the Minidry of Foregn Affars (MOFA), on the
one hand, and meaningful partnership with the private sector, on the other.

Secondly, it is fdt thet if implementation of the mgor recommendations of
the sudy of this naure requires mgor dructrd changes in the exiging
adminidraive st-up, and jurisdictiond authority, involving dgnificant additiond
resources and man-power, it will be difficult for the exising sydem to assmilae
such recommenddtions for implementation. MOFA and its missons cannot
conduct economic diplomecy in an effective manner without the necessary
cooperation from, and coordination with the sectord Minigtries which, so far, have
a great ded of resarvations based on ther percaved gpprehenson tha ther
legiimate authority and functions are gradudly beng encroached upon or ae
likedy to be usurped by MOFA in the name of economic diplomacy. Such
aoprenensons ae lagdy due to lack of proper communications and
misunderdanding of the actud roe of MOFA and its Missons in economic
diplomecy. The inditutiond arangement for future should, therefore, be designed
in such a mang a to ensure proper communicatiions coordination and
cooperation between the sectora Minidries and MOFA without any room
whatsoever for misunderdanding, creating unfounded apprenendons.  The
proposed mechanisms for conducting economic diplomacy in a susained manner
is, therefore, designed with this practica perspectivein mind.

Thirdly, economic diplomacy is essentidly a process of mandreaming
economic dimengon into our foreign policy pergoective with the objective of
further promotion of our economic interess with the cooperdtion of the outsde
world through wdl informed negotigtion. Those who ae involved in such
negatigtions  should, therefore, be wael-informed. Precisdy for this reason, the
mechanians as envisaged in this dudy are intended to drengthen our sysem of
"Communications and Coordingtion® dong with in-house traning as a process
of "leaning-by-doing®. It is fdt tha regua and meaningful "Communicaions
and Coordination” can condderably enhance our capability to conduct
economic diplomecy in an effective manner.

Fndly, it is fdt tha there should be some mechaniam for forging a
workable and meaningful patnership with the private sector for further
promotion of trade, tourism and private sector invesment in the country.

10
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2. Objectives of Economic Diplomacy

In the context of fagt changing globd policy on ad and trade there is
need of reorientation and reformulation of our own policy perspective 0 as to
meke our economic diplomacy effective and meeningful. Foreign ad, for
exanple, is not likdy to continue as the modt atractive component of
economic diplomecy patly due to declining ODA, shift from grant to loan and
patly due to growing preference for funnding ad through INGO and locd
inditutions. It is argued that with or without our own efforts, cetan ad-flow
will continue as pat of the donor community's commitment to internationd
cooperaion. Here again the emphads may have to be shifted from seeking only
concessons to bargaining conditiondities based on the principle of recipient's
devdopment priority and soverdign  equdity. This needs consdeadle
homework, adequate information flow and coordination among the sectord
Minigries, on the one hand, and sectord Minidries and MOFA, on the other —
al basad on integrity, competence and mativated civil service,

As a cordllary of the above, the increasng focus of economic diplomeacy
has to shift from ad to trade, tourism and employment generation, with private
sector playing the major role and MOFA and its Missions acting as facilitator.
Here again, a long-term perspective is needed with well defined objectives with
country — spedific drategy, so has to avoid adhocism with embarassng results
paticularly in bilaerd trade rdaions as in the past. In the context of growing
multilaterd  trading sysem within the framework of WTO, regiond and sub-
regiond groupings, trade expandon need not necessxily be limited to
commodities and may further be extended to sarvices, espedidly in hedth and
educaion, from where a country like Nepd with longtem vison ad
gopropriate strategy can regp immense benefits.

Whatever may be the cortents of economic diplomecy with changing
gtuations both & home and abroad, its underlying objective remains the same
& one of drengthening and expanding economic rdaions with  friendly
countries and internationd  inditutions in aeas of trade touriam, private
investment, technicd and economic cooperation for promotion of nationd
interests. In order to achieve this objective, there is a need to evolve some
mechaniams  preferably  from  within  the exiging dructures and  inditutions
which together can:

@ contribute to the integration of nationd economic polices into
Nepd'sforeign policy godsand Srategies,

(b) devdop a sense of full patnership among sectord minigtries and
the private sector in the conduct of economic diplomeacy;

11
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© support planing and organizing of dl the commedd functions
and activities to be undertaken by the missions;

(d  monitor and fadlitae the ad management and busines
promotion activities being caried out in Nepd by donor
countries and internationa organizations,

) hedp drengthen the bilaerd Joint Economic Commissons and
identify opportunities for regiona and sub-regiona cooperation;

® facdlitate veticd and horizontd  coordination  of  economic
diplomacy functions beng executed by the diverse economic
decison making centres.

3. | nstitutional M echanism

The inditutiond mechanism as ewisged in this dudy is desgned as far
a possble from within the exising sysem and inditutions without any
gonificant changes in edablished dructures and  juridictiond  authorities We
have chosen to do SO on conddeation that such mechaniam can be reedily
absorbed and assmilated into the sysem, ensuring a far chance of becoming
such mechanism meaningfully operationd. The vaious layes of the pioposed
mechanism is briefly described below.

(i) External Economic Relations Coordination Committee (EERCC):

At the goex of the inditutiond mechanism, Extand Economic Rdaions
Co-ordination Committee (EERCC) is proposed. The EERCC is to be headed by
tre Prime Miniger with Minigers of Finance, Foreign Affars Industry and Trade,
Tourism and Labour, VC of Nationd Planning Commisson, Chief Secretary as its
members. Minigers of other Sectord Minidries may be invited a the meeting as
and when required. The Secretaries of Finance, Foreign, Industry and Trade,
Tourism and Labour Minidries will atend such medings regulaly, while
Secretaries of other Sectord Minigtries may be invited when required.

Its primary functions ae to ensure effective implementation of foregn
ad policy of the Government, and teke gppropriste measures for promotion of
externd cooperation a the nongovernmentd level such as FDI, tourism, ec.
In brief, the EERCC, will be the highet policy formulation, regulation,
monitoring and evauation unit of the government on economic diplomacy.

EERCC could meet on a quarterly bass or as and when necessaxy. The
MOFA should serve as the Secretariat of EERCC and the Secretary of the
MOFA should serve as Member-Secretary. Every meeting of EERCC should
be preceded by a wdl prepaed agenda and background information in
conalltetion with the sectora Minidries In case the Prime Miniger is unable

12
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to presde over any medting of the EERCC, he may ask the senior most
member of the committee to chair the medting.

(i) External Economic Relations Consultative Committee (CC):

The decisons of the EERCC have to be implemented within the country
through the line Minidries and outsde the country through the Royd Nepdese
Embasses and Missons While the line Minidries have to play mgor roles for
implementation within the country, the Minidry of Foreign Affars dong with its
Missons has to play the mgor role for implementation outsde the country. For
effective coordination and communication, regular conaultations (preferably on a
quaterly beds) among the line Minidries induding the Minidry of Foregn Affairs
ae necessty. The proposed Consultative Committee should be headed by the
Cabinet Secretary with Secretaries of Finance, Fareign, Industry and Trade,
Tourism and Labour Minidries as membes and Secretaries of other Sectord
Minidries should be invited as and when required. As the Cabinet Secretary  is
dready burdened with too many committees, it may be difficult for him to find
time for the proposed CC. It may, therefore, be proposed that the Foreign Secretary
can char the CC. The Joint Secretary of the Multilaterd and Economic Affars
Divisons (MEAD) of the MOFA will act as Member- Secretary.

The Conaultative Committee will have three mgor functions One is to
keep the rdevat line Minidries induding Foreign Minigry fully infoomed of
the policy, project and programme detals of specific externd assstance and
rdions in aess of trade tourigm, investment, employment and ODA and the
problems, if any, encountered and the dSrategic deps to be taken to resolve the
problems. Second is to provide necessary "feedback® to EERCC for teking
aopropricte policy decisons as and when required paticularly in area of trade,
tourigm, fordgn invesment, employment generdion outsde the  country,
remittances etc. Third is to ensure condstent and coordinated approach to any
oecific bilaterd/multilaerd ad by the concened agencies of the Government.
It should dso be a normd practice tha in ay bilaed or multilaed ad
negotigtion, the Hnance Minidry should effectivdy involve the concerned
Minidries and Depatments as wdl as the Naiond Panning Commisson (a
aopropriate leve) and Minidry of Foreign Affars sgaady or collectivey,
depending on the nature of aid and leve of negotiation.

Functionsand Activities of External Economic Relations Consultative Committee (CC)

1. In the CC meeting, Finance Secretary should brief the members periodically
on the government policy of external assistance, onrgoing assistance
programmes by major sectorsand sour ces of assistance, utilization of exter nal
assistance, problemsin external assistance, priorities of government, expected
role of our Embassies and Missions in further promotion of external
assistance etc. Such periodic briefings, while keeping the concerned Ministries
fully informed, will be helpful primarily in two ways. First, it will ensure

13
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consistent and coordinated approach of all concerned agencies of the
government to a particular bilateral or multilateral aid package, thus
avoiding conflicting or even contradictory views of different government
agencies. Secondly, such briefing will be the necessary inputs to the MOFA
and through it, to Embassies and Missions while conducting economic
diplomacy in a correct perspective.

2. Likewise, the Secretaries of sectoral Ministries related to trade, tourism,
foreign investment, foreign employment will periodically brief at the meeting
on the current policies, future strategies, problems and prospects. If any
concerned Secretary so desires, the meeting may take a decision for its
presentation at the meeting of EERCC or at other appropriate levelseither for
resolving any specific problem or for further improvement in areas as
specified above. Such briefing will be extremely helpful especially to MOFA
which hasto provide necessary guidance and instruction to its Embassies and
Missionsfor further promotion of tourism, trade, investment and employment.

3. Record of the meeting should be transmitted to Missions abroad with follow-
up instructions by MOFA.

(ili)  Economic Sections:

Learning from the pad, it is fdt tha the new responshility of economic
diplomacy can be conducted efectivdly in a susained manner only when the
mechaniam designed to assume such new responghility is deveoped from within
the sydem itsdf. Therefore, for smooth assmilaion by the present sysem and
dructure, it is proposad that the exiging five Dividons (other than Adminidration
and Protocol Divison) will have separae sections under each Divison (may be
cdled "Economic Section”) with a skeleton daff of one Under Secretary, two
Section Officers and one Computer Operator in each, a the beginning, to be
sdected and assgned from among the present daff (present Darbandi) of the
concaned Divison itsdf, thus avoiding the need to hire or bring in anyone from
outsde the Minidry. Each one of these five sections will have a "Conaultaive
Group" headed by the Joint Secretary of the Divison, and Under Secretary of the
section and the representation a the Joint Secretary/Under Secretary leve from the
concerned MinigriesDepartments as shown in the schematic presentation below.
The Conaultative Groups may megt regulaly once in a month or as and when
necessay to ddiberate on well-gructured agenda worked out wdl in advance in
conaultation with the representatives of other  MinidriesDepatments  The
representatives from the Minidries may preferably be sdected from those working
in Faning/Programming Divison of the Minidry and once sdected and deputed
may be continued unless some compdlling reasons warrant change. For regular and
effective representation, EERCC headed by the Prime Miniger may dso give
danding indruction to the sedord Minidries for meaningful representation a the
Conaultative Groups. Asociation with such Conaultative Groups may be attractive,
if the Minidry representatives a the Groups ae adso given opportunity of
assgnment in our Missons as Economic Minister/Councillor in certain number or
proportion.

14
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Snce as may as five Economic Sections work separatdy and  limit
themsdlves to ther regpective aress of respongbility, there is a dear need of an
agency within the MOFA for coordination and assmilation of ther work into
an integrated whole, serving as a primary bags for planing within the MOFA
and as necessay "feedback” to our Missons aoroad. It is, therefore, proposed
to creste a Multilaterd and Economic Affars Divison (MEAD) headed by a
Joint Secretary. The Divison will look after economic issues of multilaerd
nadure and ds0 asSs Fordgn Secrdtay in discharging his responghbility  of
overd|l coordination and integration of work of five subject-wise Economic
Sectionsto be located in the exiging five Divison of the MOFA.

During our interaction with various groups, it was suggested by some
former government offidas that indead of Consultative Groups as proposed
above a the Joint-Secretary levd, it is better to conditute separate committees
under the Chairmanship of the Secretary of economic Minidries. It was proposed
that committees should be located in concerned Minidries and represented by the
Secretaries of concerned  Minidries and MOFA  dong with private sector
representation. While the suggestion of this nature apparently may have the merit
of making the sectord Minidries fed that they are dso the part of the process and
ther authority and functions are not afected in ay manner, such committees, (at
leet five in five identified areas) may only duplicate wha the proposed "Externd
Economic Rdations Conaultation Committeg’ (CC) is asigned to do. Secondly,
the proposed Conaultative Groups aitached to the functionad economic sections are
designed more for serving as a hridge and channd of communications between the
sectord Minigtries and MOFA. For the function of this nature, it does not gppear
aopropriate or necessay to involve Secretaries. After dl, Joint Secretary leve
group/committee should not be undermined and one can drengthen an inditution
only when individuds working a various levds of the inditution are dso involved
and assigned responghilities with corresponding authority. Those working now a
the lower leve can work wdl a the higher levd orly when trained properly a the
lower leves.

Functions and Activities of Economic Units, MOFA

1. Annual Programme for Embassies and Missions in respective areas with as
much specific details as available along the lines of other sectoral Ministries
programmes or using the format prepared by the National Planning
Commission for the same.

2. Embassies/Missions should be notified to send their annual programmes by
using the format provided to them and following the guidelines for the same.
3. Programmes received from the Embassies should be scrutinised, processed

and approved and the approved programmes should be transmitted to the
Embassies with necessary instructions. Before approval, it is necessary to
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ensure necessary funding for implementation from HMG Budgetary
allocation, private sector assistance, Embassy’'s own resources, as
appropriate.

4. Quarterly monitoring of the progress of the Embassies and eval uation of the
progress, using NPC formats with modifications, if necessary

5. Identification of the problems in implementation, if any, and measures for
resolving them in appropriate manner.

6. Transmission of information and data requested by the Embassies and
Missions.

7. Updating of information and data on related areas.

8. Updating of policy decisions, changes in laws and regulations etc.

9. Preparation of handbook, incorporating all relevant information, data, laws,
regulations, policies relating to concerned area.

10.  Preparation of agenda and other relevant documentsfor regular Consultative
Committee meetings, minuting of such meetings and necessary follow-up of
such meetings.

11.  All Government and private sector publicationsrelated to the concerned area
should be collected and properly maintained with electronic cataloguing.

Functions and Activities of Economic Co-ordination Unit, MOFA

1. The primary responsibility of this unit is to act as a secretariat of Foreign
Secretary to discharge his responsibility of co-ordination and integration of
works of five subject-wise Economic Sections.

2. To act as a secretariat, it should keep in constant touch with five Economic
Sections, collect regularly, on a periodic basis, information from them, using
standar dised formats.

3. Electronic compilation and storage of all such information in a systematic
manner.

4. General analysis of such information, highlighting trends, areas of
improvements and deterioration etc.

5. Transmission of relevant information with analysis to Embassies and
Missions.

6. Finalisation of annual programmes of the MOFA as well as those of
Embassies and Missions with proper analysis of their financial and other
implications after receiving all of them from five Economic Sections.

7. Transmission of the approved programmes to the concerned Embassies and
Missions with necessary instructions and background infor mation.

8. Monitoring of the implementation of the approved programmes of MOFA as
well asthose of Embassies and Missionsin coor dination with Economic units.

9. Evaluation of the progress and problems in implementation.

10.  Measures to be taken to resolve the problems and necessary instructions to

Embassies and Missions in this regard.

(iv)  Restructuring of the Mission:

The mgor functions of the Misson should be prioritised in favour of further

promotion of economic relaions with the countries concened both a the
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government and ron-government levels Obvioudy such rdaions will have to be
drengthened and expanded in aess of trade tourism, invesment and loan and
grat asSdance, as goproprigte The Missons can cary out such functions
effidently and dfedtivdy only when they have the necesssy man-power with
necessry <kill, knowledge and experience and dso the regular “feedback” and
spedific indruction from the Minigry of Foreign Affars For reasons of budgetary
condraints done, it is not possble to restructure dl our Missons a a time, nor is
such redructuring even necessry in dl Missons. Such regtructuring may  be
initiated on a priority bass

Given the limitations of manpower and budgetary dlocations, it is srongly
fdt that the economic diplomacy may be initiated, in the short run, in a few wdl-
prioritised countries with well-focused country — specific objectives and targets
backed by adequate support of resources, trained man-power and information and
datarbase. This appears to a very pragmatic approach. Such gradud approach will
help in speeding up the process in future with better prospect of success as more
experience will guide the expanson with al necessxy corrective and improvement
measures. This gpproach has dso the merit of making the best use of avaladle
resources and man-power.

The Nepa Touriam Boad, for indance, has dreedy identified 12 focus
countries with grest potentid for tourism promotion. Among the 12 focus
countries, US, UK, Germany, Jgpan and India are conddered as fird priority
markets, whereas Holland, France, Spain, Itdy and Audrdia, as second priority
markets with China and South Korea as countries to be targeted as having immense
tourism potentid.

In a gmilar manner, potentid countries may have to be idetified on a
priority bass for further promotion of private invesment, employment
opportunities, export trade and officid development assstance.

It is drongly fet thet our Embasses and Missons should have a cdl or a
oecidised "dek" exdusvey desgned for tourism promotion. If not possble to
edablish such excdusve desk on consderation of cost and manpower, the officer,
whether desgnated as Economic Councilor or Miniger, should be entrusted with
the respongbility of tourism promotion as wdl in addition to his other
repongbilities of economic diplomacy. As it is not possble for one men to
discharge dl regponghbilies in an efecive manner, it is suggested that
EmbassesMissons should condder, agopointing as many “"honorary consuls' as
may be gppropriate in 12 priority — countries, taking into account the specific needs
of the country. The responshilities authority, honour and other fadlities of the
"honourary consuls' should be reviewed and redefined, if necessary, to make them
effective dong with a wdl-defined criteria for agppointing honoury consuls Such
review and reddfining need not necessxily involve additiond finanad lisbility to
the Government. It is further suggested that where there are PR appointed by Nepd
Tourism Boad as wdl as "honoury conauls’, there should be coordination between
the two in repect of tourism promoation and other aspects of economic diplomacy.
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It is a gened feding tha the sdettion of peasons for poding in
EmbassesMissons with economic functions should be based on wdl defined
objective criteria of competence and experience dong with smilar objective
criteria for periodic evdudion of ther peformance in tems of pogtive results
in invesment flow, export volume and value, or other quantifiable indicators

What matters mogt is not the number of persons and budgetary support, but
quaity of persons and proper dlocation of resources on the basis of wel-defined
country specific objectives and targets. In this respect, sdection of pasons to be
posted in missons should be guided by no other condderations than those of
competence, experience and motivation to be determined again by the objective
criteriafor screening and scrutiny.

Suggedtion is often made to sdect gopropriate offidds from the rdevat
sectord Minidries for poding as Economic CounsdllorsMinidries in our missons.
Implementation of this type of suggedtion has to encounter a number of difficulties
In the firg place, an offidd, for example, from the Minigry of Indusry Trade and
Supplies, well versed in trade and indudry related issues need not necessarily be
well versed in, say, tourism and ODA rdaed matters. This means that eech mgor
component of economic diplomecy may need separate officds from separate
sectord Minidries. On cost condgderation done, such arangement may not be
udanable even if the concarned sectord Minidries are prepared to bear dl the
cods of poging ther officds to the Missons. As a matter of fact, it is too
expendgve to mantan one additiond post (more s of higher post such as
Economic Miniger/Councillor) in a misson. Whether borne by the concerned
sectord Minigry o MOFA, the ultimate finendd burden will fdl on nationd
treesury which is dready in a drat-jacket with many dams beyond its capecity.
Secondly, if the economic functions are entrusted to the officids of the sectord
Minidries in our missons, the loydty of such offidds is likdy to be more to ther
own regpective Minidries than to the Ambassador who holds the ultimate of
responghbility of running an Embassy/Misson aoad in a way it should be,
folowing dl rules reguld@ions and directives In other words, there is a grest
possihility of conflict of interests as wel as class of dud loydties Thirdly, it is not
necessxy that an economic Miniger/Councillor in a misson should be a specidigt
or specidigs with highly specidised and sophisticated knowledge and know how
in one or al mgor components of economic diplomacy. Normaly, an individud,
however brilliant and versdile, can hardly be a rated specidid in as many diverse
areas as our economic diplomacy has to look after. As a matter of fact, the mgor
and decidve actors of economic diplomacy ae the actud implementers and
operators such as traders, tourit operators, travel agents indudridids, invesors,
employers, and decison makers, not the economic MinisersCounsdlors  of
Embassy/Missons whose function is only to facilitate the process to be initiated or
dready initited by those actud operators and implementers, in acting as medium
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of communication, coordination, consultation, persueson, confidence and
credibility — building where and when needed. What is, however, needed as a
"minmum qudification” for an economic Miniger/Councillor is a cgpecty of
generd  underdanding and communication with strong moativation and common
sense backed by adequate feedback of information and instruction.

While there is need of locd vaiaion, the manrpower composition of a
typicd Mission (Embassy) may be tentatively suggested asfollows:

1. Ambassador, providing overdl lesdership and acting as a co-
ordinator.

2. Minigter, asuming  reponghility of  government levd
cooperation.

3. Economic Counsdlor, assuming resporsibility of privete sector
trade, tourism, investment and economic intdligence.

4, Attaché assuming Consular  responghility dong  with  book-
kesping.
5. Locd Staff, as necessary.

Economic Functions and Activities of Embassies/ Missions

1. Embassies’Missions should maintain systematically and electronically
information, data, policies, lawsand regulationsrelated to overall economy,
trade, tourism, foreign investment, foreign employment, official development
assistance etc.

2. In order to do so, Embassies/ Missions should request concerned Economic
units of MOFA or directly the concerned agencies of HMG for necessary
information and data.

3. Likewise, Embassies’Missions should maintain systematically and
electronically information and data of countries where Embassies/Missions
arelocated/accredited on overall economy, trade, tourism, foreign investment,
official devel opment assistance policy, employment policy of foreign nationals
and other areas of interest to Nepal such as NGO/INGOs cooperation and
assistance.

4. Preparation of annual programme of the Embassy using the format provided
by MOFA and following the instruction for the same and submission of the
same to the MOFA (while preparing such annual programme, it is necessary
to prioritise the country-specific programme with best potential and best
prospect for success. For example, in country A, employment opportunity for
Nepal ese may be the single most important programme to be pursued with all
seriousness, while in country B, tourism promotion may be the singlepriority
area)

5. Implementation of the approved annual programme and reporting the
progress in approved formats on a quarterly basis to MOFA.

6. Any problem of implementation should be duly explained to the MOFA,
seeking guidance or instructions so as to avoid the need of making such
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problems as an excuse for non-implementation or slow-implementation of the
approved programmes.

) Economic Partnership Forum

It is neither possble, nor is even desirable to conduct economic diplomacy
in an efedtive manner without the active patnership with the private sector,
representing the mgor segments of our economy. In the context of growing
importance of trade, tourism and foreign direct investment as engines of economic
growth, the promotion of private sector interests is virtudly tantamount to
promotion of nationd interests. The private sector can promote its interests
effectivdy only when fadlitated with gppropriate public policy messures and
adminigraive mechanism. Somehow and in someway, the private sector interests
should be fully maindreamed into the entire process of public policy formulation
and implementation.

For forging such partnership nesds some inditutional mechanism. Any such
mechanism to be workable and sustainable should be effective in the sense that it
should be more than a mere formdity. The private sector should fed tha ther
views ae duly reflected in government policy aticulaion and implementation,
both & home and droad. Secondly, the consultation and interaction with the
private sector should go fa beyond a generd exchange of views and be very
gpedific to a given issue in terms of  anayss of problems and progpects resulting in
concrete input to government policy formulation and implementation. Third, the
private sector should be duly represented, a gopropriate sages, in the process of
policy formulation affecting trade, tourigm, private invesment and even in ad-
negotiation and other areas of economic development. It is, therefore, proposed to
edablih within the Minidry of Foregn Affars a pemanett "Economic
Patnership Forum® with high levd representation of busness organizations such
as FNCCI, Chambers, commodity organizations etc aong with the government
representatives from the rdevat Minidries (eg. Trade, Tourism, Industry, Labour,
Fnance, Panning, Water Resources €c). The representatives of both the
government and the privale sector, once nominated, should atend the forum in

person.

The forum will meet regulaly on a quately bass (or as and when
necessary) with concrete agenda on specific problems and prospects of tourism,
trade, investment ec in conaultaion with the government and private sector
representatives.  In order to develop the outcome of the forum into a concrete
policy package or proposd, further studies and exercises may dso be required and
for this, some additiond fund may be required to hire experts and consultants.
Some mutua arrangements may be worked out for joint funding of such works by
the government and the private sector.

It is agued that the Internaiond Busness Forum, which came into
exigence on the recommendetion of the High Levd Task Force, eventudly faled
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to function effectivdy partly due to conflict of interests between the MOFA and the
Minigry of Industry and Commerce and partly due to the absence of well-defined
tasks of the forum and issue oriented oecific agenda If the dbosence of wdl-
defined functions and issue-oriented discusson is to be rectified for forging
effective partnership with the private sector in conducting economic diplomacy in
future ather through IBF or through smilar other mechaniam, the posshbility of
any oonflict of intereds between the MOFA and line agendies should dso be
minimised. If the role of the MOFA is limited to tret of a fadlitaor, not
implementers, there is probably no reeson why there should be any conflict of
interess with the line agencies or with the private sector which are the actud
implementers and operators. The cooperation and coordination between the MOFA
ad line agencies and private sector ae necessary for the ample reason tha the
later entities are the primary sources of feedback and information for the former to
act s afadlitator.

Functions and Activities of Economic Partnership Forum

1. Foreign Secretary should constitute the Economic Partnership Forum in
consultation with the Secretaries of the relevant sectoral Ministries and
private sector organization such as FNCCI, Commodity organizations, and
other representative bodies related to tourism, trade promotion, foreign
employment, private foreign investment etc.

2. Foreign Secretary calls the meeting of the Forum regularly on a quarterly
basis or as and when necessary. For this the Multilateral and Economic
Affairs Division (MEAD) should be ask ed to finalise agenda of the meeting in
consultation with the private sector representatives in the Forum and make
necessary preparation with adequate background information and analysis
well in advance.

3. The Forum meeting should be held as many times as necessary in connection
with the formulation of annual programmes of the MOFA as well as those of
the Embassies and Missions for promotion of tourism, trade, employment
opportunities, private investment and official development assistance.

4. Such meetings should lead to formulation of concrete programmes with
specific and quantifiable targets, where appropriate, with all details of
financing mechanism, sources of fund, and other inputs required for
implementation. More importantly, the role and responsibility of the
government and the private sector regarding the implementation of the agreed
programmes should be specified without any ambiguity.

5. Other meetings of the Forum should focus on government " Policy" regarding
tourism, trade, foreign employment, investment with the objective of further
promotion and progressin those areas. For such meetings, it is preferable to
request the private sector representatives to identify the areas where policy
improvements are considered desirable and al so the Embassies and Missions
for their suggestions so as to make their own efforts and activities more
effective and meaningful in five identified areas.

6. The Forum may also consider commissioning of some studies to identify the
problems as perceived in countries where we have our Embassies and
Missionsin areas of trade, tourism, investment and employment.
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It is absolutely necessary to ensure that the suggestions and decisions of the
Forum are duly presented at appropriate levels of the government including

EERCC for necessary actions.
The Forum should al so discuss the implementation of the annual programmes,

especially by the Embassies and Missions, so as to make it more effective in
future.




Indtitute of Foreign Affairs

(iv)  Schematic Presentation
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4. Communications and Co-ordination

A proper "communication and coordingtion” can contribute much towards
making economic diplomacy effective. Regular flow of information and feedback
between the MOFA and the sectord Minidtries, on the one hand, and smilar flow
between MOFA and the Missons on the other, is a necessary pre-condition for a
proper conduct of economic diplomecy. Likewise, regular interaction, and
exchange of ideas and information between the MOFA and the private sector in
Nepd, on the one hand, and the Smilar exchange of idess of information and
interaction between the Missons and private sector of the concerned countries, on
the other, is equaly important. The feedback between MOFA and sectord
Minigries and private sector is to be based on current issues, specific problems,
oecific policy and drategy to be pursued regarding each mgor component of
economic diplomacy such as tourism, trade, investment, ODA and employment.
All this requires frequent meetings and interactions a gppropricte leve on the bass
a soedfic agenda with dl necessary background information and andyss put
together in the form of a "paper” in advance. The outcome of such meetings has to
be promptly communicated to the Missons if conddered necessary. For ingtance,
a proper "communication and coordination” can contribute much to promotion of
touriam. It is suggested that al promotiond maeriads and information should better
be provided directly by the NTB to our Embasses and Missons and other
promotiona activities may adso be caried out by the NTB in cooperation with the
concerned Embasses and Missons. For this, there should be some understanding
between MOFA and NTB on "modus operandi” under which MOFA may give
danding indruction to Embasses to fadilitate and work together with NTB for
tourism promotion in concerned countries. Secondly, inquiries regarding  visa,
frontier formditiess and other tourism relaed matters should be promptly
responded by the EmbassesMissons if they know the answer and if they cannot
answer, they can advice to contact the NTB or to visit website address.

Likewise, dl other informaion reaed to trade ad, invesment,
employment and other economic issues may be trangmitted to
EmbassesMissons on a reguar beds directly by the Multilaed and
Economic Affars Divison (MEAD) of MOFA on the bass of "feedbacks'
from sectord Minigries and interactions & the Economic Sections of MOFA.
The EmbassesMissons should dso inform the MOFA of their specific needs
for conducting their economic functionsin ameaningful manner.

If the inditutional mechanisms as suggested in the report are properly put in
place and become operationd, it is expected that there should be a regular flow of
informetion, and idess on dl current issues rdaed to dl the five identified mgor
components of economic diplomacy as defined in operationd terms. But there
should be cetan minimum gock of knowledge informaion and data to be
replenished regularly to make it up -to-date, both at the MOFA and Missions,
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5. Training and Communications

Economic diplomacy cannot be conducted properly without qudified
manpower to execute its objectives effectivey. In a way, those who are involved in
conducting economic diplomacy should have a generd undarganding of the
government's development policies, egpecidly in trade invesment, tourism,
foreign ad and other sectorad aress and related laws and regulaion. To begin with,
those who are presently assigned in the economic diplomecy-rdated sections in the
MOFA, should attend at leest a month long intendve colloquium a the Inditute of
Foreign Affars on vaious agpects of the Nepdese economy and its interaction
with the outsde world on the bass of wdl-dructured "Contents of the
Colloguium®. The Inditute will prepare both reading and reference meterids for
such colloquium in advance These reading and reference materids will dso be
sent to our Missons abroad with specific indruction to make their best use for
updating the knowledge of those working in our Missons. On cost congderation, it
is not advisdble a present to invite those working in our Missions for training here
in Kahmendu. But those who will be given assgnment in our Missons in future
should atend "Intensve Orientation” programme to be conducted by the Inditute
& and when necessxry. Beddes for refreshing and updating the knowledge and
underganding, periodic colloquiums of short duration may adso be organized by the
Inditute. As the Inditute has & present only a skdeton gaff, dl such colloguium
and orientation programmes can be conducted only with the cooperation of the
concaned Minidries and Departments of the government and ther senior officers
to be complemented, if necessary, by the knowledgeable persons from the private
sector. Even for the preparation of a dandarised "Contents of Colloquium® and
Orientation, the Inditute needs to hire the necessary expertise both from within and
outsde the government. Brief outlines of such "Contents of Colloquium® are
presentedin Annex A of this Report.

For standardization of the orientation, colloquium and communications on a
long-term regular beds it is equdly important to prepare "Manuds' which should
be comprehensve enough not only in terms of the necessary subject maters but
aso in terms of procedures and practices. It is proposed that the Indtitute of Foreign
Affars should be assgned this task, with the subsequent respongbility to update
the "Manuds' periodicdly. Such "Manuds' will save as ready reference and
dandard guiddines to our Embasses and Misson as wdl as to those conducting
orientation and colloquium on economic diplomacy.

The proposad colloquium and orientation programmes may be consdered
only as "one shot afar’. The proposed conaultative groups atached to the
concerned Divisons of the MOFA are intended to work not only as a regular forum
for mutuad conaultation and discusson but dso as a medium for shaing mutud
underganding and information on specific issues On top of dl, those working in
the economic diplomacy related sections should teke initiative, as pat of ther daly

duty, to collate necessary information from the concerned’ contect persons' of the
Minidries and Depatments to keep themsdves fully doreest of the laes
devdopment. The use of computer has facilitated the ingant flow of information
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without any hitch. Those who will be deputed to represent the Ministry/Department
a the conaultative groups should adso be the "Contact person” in the concerned
Minigry/Depatment. Preferably such "Contact person” should be someone
working in the Planning/Progranme Divison of the Minidry/Depatments It is
adso be noted that the contact person of the Minigry/Depatment may not be
changed unless warated by some compdling reasons This will mantan
continuity aswell as congstency.

6. Budgetary and Man Power Implications

The suggested man-power compostion is not very much different from
the exiding ones axdd a such does not increee ggnificatly the financd
lichlity of the govenment. Even if it is likdy to increese dgnificatly, it may
be reduced in two ways — one by redeployment (redlocation) of existing man-
power on certan objective criteria and second, by looking into the possbility
of integrating dl reddentid, utiliies and other expenses of Misson members
into ther sday and dlowances and rdieving the government of dl licbilities
on these accounts.

As the Table below shows one-third of the totad budget for 2058/59 is
dlocated for rent and utilities which include largdy the expenses on account of the
rent, telephone, household goods hedting fud and dmilar other items of
Ambassador and other Nepdese staff of the Embasses. In Tokyo, such expenses of
other Embassies of South Asan Countries (Pakistan and India for example) are not
borne by their regpective governments. They are borne by the Embassy officids
themsdves from thar regpective daies and dlowances Such <daies ad
dlowances are, however, determined in such a manner as to incude the ressonable
expenses on account of rent and other permitted items on the basis of cogt of living
and price index of rdevant capitds It gopears that such sysem has obvioudy
svad advatages Ore is that it subdantidly limits the cost of mantaining the
gaff within reasonable limits and avoids waste. Secondly, it reduces by a lesst
two-thirds the Embassy work of book-kegping and accounts. Thirdly, it aso avoids
the usud problem of driking a difficult balance between dringent budgetary
condrants and ever growing dams of the daff for meeting their own needs. And,
above dl, it will catanly hdp in mantaning a hamonious rdaion among the
gaff members, especidly between Embassy s&ff and the Ambassador who should
adways be on guard to ensure that the overdl Embassy expenses do not exceed the
budgetary dlocations under various heads.

Budget Allocation to Embassies for FY 2058/059

Rsin '000
Budget Heads Amount %
SHay 138825 24.93
Allowance 143500 25.76
Trave Allowance 12000 215
Rent & Utilities* 188960 33.98
Others 73680 1323
Total 556965 100.00

* Includes water, dectricity, telephone, other services, rent, maintenance & repair, other goods, books and
newspaper, fud for other uses.

26



Indtitute of Foreign Affairs

But the additiond functions and adtivities of the Missons on accourt of
economic diplomecy cetainly need additiond resources which may not be
avalable to the extent needed due to budgetay condraint of the government.
Conddering the growing pressure on regula budget, the additiond resources
required to invest in economic diplomecy with potentidly high rae of return may
be earmarked under the devdopment budget as is done for financing smilar
activities of other sectord Minidries. The normdly edtablished criteria for daiming
fund dlocation under the devdopment budget, however, require concrete project
proposd without recurring libility but with spedific activiies amed a further
promotion of tourism, trade, investment, employment opportunities and officid
devdopment assgance. If dlocation is made under the devdopment budget for
eligible components of economic diplomacy, there could be a better prospect for
mobilizing externad support dso for the same If a number of Smilar activities and
programmes have been recelving fund from the development budget, it gppears that
there is no reeson why concrete and specific programmes of economic diplomecy
with wdl defined objectives and potentidly high rate of return should not be
digible for indugon in the deveopment budget. It may be argued that it makes no
difference whether the funding of activities for promotion of trade, tourism,
invesment, employment etc is made under regular or development budget. After
al, the required resources have to be drawvn from the same pool of avalable totd
resources. While the entire regular budget is to be supported and funded from the
revenue resources of the government, the development budget can, however, be
supported and funded not only from the revenue surplus but dso from grant
assgtance, concessond externd loans and domestic borrowing.

All this does not imply that there is no resource condraint on the part of the
government, especidly s0 a present. In order to overcome such resource
condraint, severa options can, however, be explored. One is the private sector
funding of specid promotiond activities such as Nepd trade far, (generd and
specific products group) lobbying for promotion of a paticular commodity in a
paticular country (eg. gament in US capa in Gemany), conaultation and
interaction programme  with potentid  investors, business representeives, potentid
employers of Nepdese etc organised and sponsored by the EmbassesMissons
independently or preferably, with the concerned representatives from FNCCl and
other Nepdese indusry and busness community. FNCCI may finance such
promationd activities from its own income such as fees from issuing "cetificate of
origin’, for example Secondly, pat of the government earnings from export
sarvice duty may aso be earmarked for export pronotion activities by the Missons
and such resources may be channdised to Embasses directly through MOFA or
Trade Promotion Centre.
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Likewise, if the EmbassesMissons could present specific proposds, for
example, for sponsoring vigt of press and media group, culturd troops, Trave and
Tour Agents group to Nepd for promotion of touriam, the codts involved in
goonsoring such vidgts could be borne entirdy by NTB of Nepd. After dl, dl the
income from 2 percent tourism sdes contribution (TSC) charged by hotels, trave
agents and tour agents goesto NTB for tourism promotion.

Some examples of present resources of the private sector

?? FNCCI isauthorized to charge0.12 per cent of FOB invoice whileissuing certificate of

origin.

Carpet and Wool D evelopment Board charge Rs. 2 per sg. meter for GSP FormA.

Smilarly Trade Promotion Center charge Rs. 15 per set for the GSP Form.

?? Garment Association of Nepal Charge 10to 20 paisa per piecefor recommendation to
Custom on export of garment to EU.

?? Nepal Cotton Towel ExportersAssociation charges20 paisaper kg on somecategory
of Towels for recommendation to export to USA.

?? Nepal TourismBoard received all income from 2 percent charge on billsof hotels,
travel and tour agents registered with VAT offices.

?? There may be other charges and fees collected by different semi-gover nment and
autonomous voluntary organizations which are directly related with economic
promotion abroad.

NN

Thirdly, the Embasses may be entitled to retan pat of ther income from
Consular adtivities exdudvely for finencdng promotion of Nepd's economic
interests on the bass of wel concaived promotiond activities with the gpprova of
the MOFA. Additiond resources made avalable for financing such promotiond
activities from dl sources as mentioned above should be governed by a wdl
defined procedure for ensuring trangparency and accountability.

Embasses and Missons could generate some incomes of their own by
organisng various events such as "Single Country Show™" which may teke various
forms like Nepdese handicrafts exhibits Capet, Garment or other Nepdese
products. Such country show may be combined with routine gahering such as
"nationd day function” or Dashain feed, €etc.

The economic interests of the country can dso be promoted on a sgnificant
scde with minimum cogs through extensve outreech of public rdaions through
various medium such as the resdent Nepaese, Honourary Conauls, travel agents,
tour promoters, Nepa-rdated busness houses and friends and wdl-wishers of
Nepd. What is, however, required for dl this is the disseminaion of proper
information and frequent contacts and interactions with al these possble channds

As a source of credting additiond fund for conducting economic
diplomecy, it is suggested that the Embasses Missons may be authorised to
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collect fee a catan rate for the sarvices that they provide to private sector in
the form of market survey, budness representation, dispute settlement, trade
fair, etc.

The opeaiond difficulties of the suggesion ae such the, in the fird
place, it is difficult to determine the rate of sarvice fee and secondly, even if the
rate is fixed as cetan pecentage (10-12 %) of the totd cost of the service
rendered, the problem of finding fund for meeting the mgor pat of the tota
cos remans unsolved. As suggested above, a practicd way out is to workout
gecific proect such a make  survey, tourism  promotion,  investment
opportunities etc in consultation with the concaened parties and implement the
sane with dl the agreed cost of the proect to be borne by the beneficiary
paties.  Alternaively, specific project proposa, if submitted to the Embassy
for implementation by the private paties without any ligbility to the Missons
can be implemented by them.
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7. Action Plan
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Annex A

Contents of Colloquium:

() Macro Economic Situation :

Periodic Plans and thar Sdient Features, Gross Domestic  Product,
Gross Domedic Saving, Invesment, Current Accounts Baance of Payments
Inflation, etc.

@iy  Trade:
Trade Policy, Basc Import and Export Procedures, Highlights of Trade
Agreaments with other countries, Main features of Trade and Trangt Tredies

with India, Generd understanding of SAARC PTA, SAARC Free Trade Ares,
WTO Membership and Thar Implications

Direction of Foreign Trade, Mgor Export Items to India and other
countries, Mgor Import Items from Indiaand other countries.

(@ii)  Industry and Investment :

Indudrid  Policy 1992, Foreign Invesment Technology Trandfer Act
1992, Foreign Investment and one Window Policy, Indudrid Enterprises Adt,
1992, Foreign Investment in Nepd, Potential Areasfor Foreign Investment.

Production of Manufacturing Commodities, Capacity Utilization  of
Some Sdlected Industry.

(iv)  Tourism:

Tourism Policy, Frontier Formdities, ~ Trekking Formdities,
Mountaineering Expedition Regulaion, Tourig Arrivds and Length of Say,
Tourig vist by Purpose, Tourig Arrivd by Mgor Country and Region, Hotd
Facilities, Mgor Tourism Products, Foreign Exchange Earning from Tourism.

(v) Infragtructure:

Road Fadilities, Air Trangport Fadilities, Telecommunications,
Hydropower, Banking and Financid Ingtitutions.
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(vi)  Social Services:

Mgor Socid Indicators — Populaion, Hedth, Educaion, Drinking
Water, Sanitation, Mortdity, Fertility, Longevity, etc.

(vii)  Public Financeand Foreign Aid:

Government Expenditure and Sources of Finance (Tax Revenue, Nort
Tax Revenue, Regular and Deve opment Expenditures)

Foreilgn Aid Commitment by Mgor Sources

Foreign Aid Disbursement by Major Sources

Foreign Aid Disbursement by Mgor Sectors

Foreign Loan and Debt Servicing

Domedtic Loansand their Servicing.

(viii)  Country Specific Information:

1. Generd Information — Area, Population, Per Capitalncome, GNP
€tc.

Nepal's Trade Relation with thet country

Economic Cooperation to Nepal from that country

Tourist Flow to Nepd from that country

Private Investment to Nepd from that country

Potentid areas for expansion of economic cooperation with thet
country in Trade, Tourism, Private Investment, Aid etc.

o0k wWwN
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Annex B

Summaries of the Inter action
With

Various|nterest Groupsldentified
By the Policy Study Group on Economic Diplomacy

Tourism

Sunday, March 17, 2002 (12:00 Noon)
(Please note that those participating in the meeting are shown in bold | etters. The other names are those
who wereinvited.)

Mr. Joy Dewan, President, Nepa Association of Travel Agency

Mr. Narendra Bajracharya, President, Hotel Association of Nepal

Mr. Suman Pandey, President, Trekking Agency Association of Nepal
Mrs. Ambika Shrestha, Hotel Dwarika

Mr. Yogendra Shakya, Club Himalaya

Mr. Shyam B. Pandey, Hotel Shangrila

O~ WNPE

Mr. Padma Jyoti
Dr. Badri Prasad Shrestha, Convenor
Dr. Yuba Ra Khatiwada

. Mr. Madhab Prasad Ghimire

. Prof. Sridhar K. Khatri

. Mr. Narayan Das Shrestha

. Mr. Nischal Nath Pandey

PR ©O PN
EREB®©®:

Summary

1 Missions—Nepdese Missons face certain condraints in playing an effective
role in economic diplomacy. The orientation and interest of people on foreign
assgnments are different than what is required and there dso seems to be
severe resources condraints in our missons. The Inditute of Foreign Affairs
could play a rde in providing such training to our diplomets, but the resource
congtraints needs to be met through other measures.

The role of our missons should be practicd. Nepa cannot afford to gppoint a
different staff to look after such matters, but there should nevertheess be a separate
cdl in the embassy to look after the detalls. At the present there is a need to
convey to outsders that Nepd is a safe place to vist, despite the negative publicity
that often comes in the media There is dso a need to improve communications
between MoFA and our missons. HMG has changed visa provisons, but the
decison has yet to be conveyed to our embasses. Tourism trickles down to the
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grassroots level and there is a serious need to promote it with the help of our
missons abroad.

. Communication and coordination—The quedion is tha of speddizaion
and who will look after the interes of promoting economic diplomacy. There
isaneed for aseparate “ dek” to do 0.

Communication is the key problem since when business group tak of coordinating
activities through missons the quedion of authority/authorization often comes up.
There is ether a need to creste a body outsde MoFA with the authority to
coordinate such activities, or in some cases to a least let that body communicate
with missons with the understanding that it is &0 spesking for the government.
The NTB could be such a body which could play such a role in tourism. Our
missions should be authorized to use information on tourism provided by the NTB
for their use, ingtead of waiting for information from MoFA which rarely reaches
intime.

All our missions should dso have database of tours and travd operaors in their
respective country which can be used to promote Nepd. Such a lig can be
provided by the Hotd Associdion to the missons without any difficulty. Our
missions should dso have a reply format for queries which they can use to address
questions posad to the missons. Should additiond information be needed, they
should dso be aware of contact address in Nepal or web ste address where those
meking the inquiry will be able to get back quick response to their queries.

Focus countries—The NTB has identified 12 focus countries where our
makets may be promoted. Countries beonging in the primary markets
include the US, UK, Gemany, Jgoan and India The second ligt contans
Holland, France, Spain, Itdy and Audrdia  The two countries seen as
potentid markets are China and South Korea. These countries could adso be
used as target countries for economic diplomacy.

Honorary Consuls—Recent experience shows that the sdlection of Honorary
Consuls have been rather haphazard and in some cases there is conflict
between what the Tourism Board is trying to promote and what the Honorary
Conauls do in redity. There are dso conflicts between Consuls and trave
agents, which should be avoided a dl cost. Before any Honorary Consul is
approved, the person should be trusted by a least 50 travel agents and must
dso have a ganding in their own country. Measures should be found to avoid
such conflicts which work againg our netiond interet.

Funds—Making funds avalable to the missons for the purpose of promoting
tourism may not be such a big problem. The NTB did meke some funds
avalable to the missons in the padt, but there was a problem of accountability.
This process could be re-examined by NTB again. NTB receives funds from
the 2 percent tourism sde contribution tax through the Finance Ministry.
Cetan percent of funds could dso be redlocated to the missons for
promoting tourism, provided the Finance Ministry agrees.
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XD’s Note:

3

b

There is a need to draw-up a guiddines by PSG which could be usd
by MoFA to indruct our missons on the operating procedures to
promote tourism. The PSG should request NTB to prepare such a
guiddines

The PSG should dso request members of this group to provide the
database of names of tours and trave agents in the 12 focus countries,
which could dso be forwarded by MoFA to the mission.

Request dso the NTB to provide a reply format and contact address,
including web Ste address, to be used by our missons.

The above papers should be included in the annexes of the find PSG
recommendations.
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Business Group

Sunday, March 17, 2002 (3:00pm)
(Pleas= note that those participating in the meeting are shown in bold |etters)

Mr. Rabi Bhakta Shrestha, President, FNCCI

Mr. Rajendra Khetan, Vice President, FNCCI

Mr. Chandi Rg Dhakal, Vice President, FNCCI

Mr. Surg Vaidya, Vice Presdent, FNCCI

Mr. Kirshore Khanal, FNCCI (Nepal-India)

Mr. Badri Ojha,General Secretary, FNCCI

Mr. Rajesh Kazi Shrestha, President, Nepal Chamber of Commerce

Mr. Arun Chaudhary, President, NepalIndia Chamber of Commerce and

Indusiry

Mr. Sunil Shakya, President, Nepal -US Chamber of Commer ceand

Industry

10. Mr. Narendra Basnyat, Former President, Nepal -US Chamber of
Commerce and Industry

11. Mr. BidhyaKrishna Shrestha, President, Nepa German Chamber of
Commerce and Industry

12. Mr. RukmaSJB Rana

13. Mr. Sagar SIB Rana

O~No G~ WD
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14. Dr. Badri Prasad Shrestha, Covenor
15. Mr. Padma Jyoti

16. Mr. Madhab Prasad Ghimire
17.Dr. Yuba Raj Khatiwada

18. Prof. Sridhar K. Khatri

19. Mr. Narayan Das Shrestha

20. Mr. Nischal Nath Pandey

Summary

1 Ministry of Foreign Affairs—MoFA atempted to implement parts of the
recommendation of the High Leve Task Force through reorganization of its
divisons and ds0 by edablishing an Internationd Business Forum, but there
gppeared to be some form of conflict between MoFA’s podtion and those of the
Minigry of Commerce and Industry. Economic Counsdllors were aso gppointed
to our missons, but had to be recdled due to poor sdection criteria. The busness
community spent time and money in the International Business Forum, but it made
very little differencein the end.

There were a number of things which became gpparent from MoFA’s experience:
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ad Country specific and product specific programs--Nepd is nat in a
postion to handle al economic issues in dl countries.  There is a need to
be country specific and product specific if we are to promote economic
diplomacy. Public rdaions with the journdigts is an indispensable part of
the Strategy if we are to promote tourism effectively. Thereis aneed to tap
the skills and support of Nepalese living droad. In the United States done
there are 65000 Nepaese, out of which 20,000 ae regigered there.
Recently, Mdaysa has opened employment opportunities for 45,000
laborers from Nepd. In case of Nepaese |aborers abroad, our missons can
act as fadlitaors in bringing in remittances to Nepd through the legd
channd, most of which today comes from other sources. We need dso to
develop concrete economic diplomacy programs towards India, as the
need was recently seen from the current trade treaty with our neighbor.

b Attitudinal change--An attitudind change among Nepdee diplomats is
essentid if economic diplomacy is to succeed.  There must be willingness
to interact with the busness community with a certan degree of
moativation to promote Nepd's economic interest abroad. A good way of
developing this gpproach would be to understand how some of the foreign
missions operate in Nepd to promote their specific interest.

€ Training--Traning is an integrd component of brining about this
atitudina change. IFA should play this role and begin & the entry point.

0 Information/data base-There is ds0 a need to develop an information
base within MoFA and our missons.  This should cover legd framework
for potentid investorsin Nepd, tax regulations, customs regulations, etc.

€ Unity of economic and political diplomacy--Economic Diplomacy and
Palitical Diplomacy need to go handtinthand, and a separate ERCD in
MoFA may not be necessary in this regard.

2 WTO—The WTO is the main theme now in globad economic diplomecy. As a
LDC, Nepa should have focd programs in those countries which have given
specid privileges to the LDCs. The EU is one such example and concerted efforts
need to be made through our missions to take advantage of the opportunities that
aeavaladle

3 Missions—There is a need to clearly define role of each missons abroad,
particularly in the focus countries where our interest is the grestest.  Principle of
welght-age should dso be goplied, with at least 25 percent of the atention to be
given to economic diplomacy where trade, invetment, promotion of tourism
matters, efc. are concerned. Criteria should dso be st to link each misson's
eaning in economic diplomecy based on performance and not on the number of
dinners hosted or on cdebraions  Missons and ambassadors should aso be
judged on their ability to meet the specified targets, based on an evauation of their
written reports.

4. Partnership between the gover nment and private sector—Our missonsned
country specific programs developed in collaboration with the private sector. The
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program should cover such issues as invesment, commodity promotion, etc. The
Internationa Business Forum could act as the coordinator for such programs.

Funds—The private sector can make contribution to economic diplomacy in
certain aress, as their participation in officid vigts of Prime Minigers through ther
own funds show. The FNCCI aso recaives substantia funds by issuing certificate
of origin for goods from Nepd, and part of that fund could be utilized for specific
programs of the missons.

Board of Investment (BOI)—Rules and moddities for the operation of the Board
of Invesment has dready been established under the Prime Minigter. Even
though it has been months since it was established, it has not hddld a meeting so far.

Since the Board of Investment has a significant mandate in key aress of economic
diplomacy—such as trade, tourism and hydropower—there could be a conflict of
interest between the role to be played by MoFA and BOI so far as coordination of
economic diplomacy is concerned. |IFA can play a proactive role in this area by
preparing a manud in collaboration with FNCCI and Ministry of Commerce and
Industry, which clearly specifies scope of activities of group in order to obviate
such conflicts in the future,

XD’s Note:

a) Can the FNCCI hdp develop country specific programs for the mgor
focus countries which PSG maybe able to incorporate in its find
recommendation?

b) Will FNCCI be ready/willing to divert some funds earned from issuing
catificate of origin for the purpose of economic diplomeacy which PSG
may recommend? (It is assumed that the PSG recommendation will
incorporate  mechanism for meking the funds accountable from
collection to didribution and to the monitoring in the use of these
funds)

c) How can the gpparent conflict of interex between the newly
condtituted Board of Invesment and MoFA in the area of economic
diplomecy be made compatible and possble conflicts involving the
perennid question of turf be avoided?

Il
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Products

Tueday, March 19, 2002 (3:00pm)
(Please note that those participating in the meeting are shown in bold Ietters.)

Mr. Kiran Shakha, Nepal Garment Association

Mr. Uda Rgj Pandey, Genera Secretary, Garment Association

Mr. KalyaKrishna Tamrakar, President, Handicraft Association of Nepal
Mr. A. G. Sherpa, Carpet Association of Nepal

Mr. Shankar Pandey, Nepa Pashmina Association

Mr. Indra Bahadur Shakya, Nepal Handicraft Association

Ms. Shanti Chadda, WEAN

N g~ wDNE

Dr. Badri Prasad Shrestha
Mr. Madhab Prasad Ghimire
Mr. Padma Jyoti

Prof. Sridhar K. Khatri

Mr. Narayan Das Shrestha
Mr. Nischal Nath Pandey

GREB®®

Summary

1 HMG/MoFA—Producers in Nepd are forced by buyers from Europe and the
States to maintain certain standards to approve products made in Nepad. They
indude provisons for fire escape, windows, doors to the question of child labor.
Some of the demands ae imprecticd given the condition under which
entrepreneurs operate in Nepd. HMG should defend the environment in which we
operate. Mogt people don't know that even though some European countries have
used child labor in certain indtances of exports from Nepd, this is not the issue in
the United States and USAID has dready recognized in itsreport that many of the
products from Nepd ae child labor free In the case of capets Indian
businessmen are sdling carpets with two trade marks. “Indo-Nepal carpets’ are
ued for good qudity and “Nepd Made’ for those of inferior qudity. The
government should tackle these issues immediately.

There is a need for export promaotion mechanism in Nepd. At present, there are
three different Boards (Export Promotion Board, Trade Promotion Center, and
Carpet and Wool Development Board) whose red impact on the role that they are
suppose to play is uncdlear. It is desrable to strengthen the role of the Trade
Promation Center, but currently it has logt importance since it has been heavily
paliticized.

On the whole, there is a need for attitudind change on the part of the government

to ensure the business community that it is dso willing identify buyers for the
Nepdi export products.
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2 Product-by-product—

a. Garments—The garment industry in Nepd is dependent on 2004 deadline.
African countries have aken mgor portion of the market because we have
not shown our competence to do so. We must ask US for duty free access
for garments, not to mention meeting the quota needs. Our misson must
do a certain degree of lobbying with senators and congressmen if we are to
benefit. The garment industry is going to hire an agent to sudy how this
lobbying can be done, but it needs to mohilize dlies in this endeavor. The
gament indusry has dso taked to the Desk Officer a the State
Depatment, but support of international funding organizations is dso
needed. The industry will liquidate if it cannot get duty free access by
2004.

b. Carpets—There are a number of reasons why there has been a dow down
in the exports of Nepdi capets, among which is the short term
perspective of the government and the absence of adegquate employment
laws. On top of that the current international recesson has dso added to
the problem.

Carpet export is not possible unless there is a concerted effort by both the
private sector and the government working jointly towards a common
god. Our Embassy in London has exquidte Iranian carpets on display but
there is no sign of Nepdi carpets anywhere. Response of our embassies
for help from members of the carpet industry is very poor, ad there is
aways concern for the additional costs which they may incur. Carpet
exhibition in New York was only posshle after the carpet association
committed funds in writing. When the Atlanta Far was hdd by the
association, there was no response from the Embassy in Washington.

c. Handicrafts—Nepd exports handicrafts to more than 68 countries around
the world. But there is a serious information gap between what the industry
does and how our missons are able to respond. Correspondence with our
missons is difficult. Very often the information thet filters down to the
busness community is old. Our missons don't have rdidble contact
names and there is a need to make the communication and coordination
between the business community and the misson less cumbersome.

3 Missions—Our missons should be proactive in promoting our products abroad.
Some of the issues that need to be consdered are the following.

a Familiarity with the business environment—The counsdlor section in
our missons should be famliar with the busness environment in Nepa
and should be conscious of what measures need to be taken to promote the
country’s economic interest in the country where he is posted. The
background of the individud who does this job is as important as the
functions he performs. (One participant even suggested that even the
section of the commercid attaché or economic counsdlor should be on
the recommendation of the private sector.)
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b. Data base/economic intelligence—Our missons should have data on
market potentid of our goods induding its avalability a a given time in
Nepd. There mugt dso be adequate information on what dternative
products Nepa could offer inits place.  The study of demands of products
must be country specific.  Economic intelligence on a paticular country is
as important as the people who promote our interest abroad.

C. Information—The Embasses aso need to be aware of al information on
tariffs and non-tariff barriers. There is a need to develop mechanism which
will dlow congant flow of information to and fro from the business
community and the Embasses abroad. This should not be a particular
problem given the present means of €ectronic communication.

d Visa—There is a need to smplify visa procedure, including the need to
grant multiple entry visa to foreign busnessmen coming to Nepd and
dlow them longer period of stay in the country.

e Ambassadors as catalyst—Ambassadors must be proactive and promote
the interests of the private sector, often writing on their behdf and
attending functions where their presence will be seen as being supportive
of the private sector initiative. Ambassadors should aso be judged on the
bass of ther success in busness promotion and ther tenure mede

dependent on their parformance in this area as well.

f. Exhibitions at Embassy premises or functions—Missons nead to liason
with the private sector and dlow exhibition of Nepaese products on
embassy premises or functions. In some cases, sngle country show may
aso be arranged to coincide with such functions

g Nepalese ex-pats—Both the private sector and our missions need to
mobilize members of the Nepdi community who can hep promote
Nepd’s economic interest abroad.

h Ambassadors on consultations in Nepal—Nepaese Ambassadors who
return to the country for consultations should be required by MoFA to
meet with the private sector to update and reorient themselves on the
srategies and need of the business community.

4. Funds—The question of developing funds for the activities that needs to be taken
raises anumber of questions.

?? Who should collect the funds?

?? Who managesiit?

?? How should it be digtributed?

?? And how should it be made accountable?

It is possble for the missons to meke gppropriate service charges for the
information and services provided to the private sector. In other cases, the private
sector may dso be ready to fund some of the activities which they wish to
promote. One possible area where subgtantia funds could be tapped is through the

4
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export promation fee, which ranges from 0.5% to 10% of the export product.
Such funds could go through FNCCI and be jointly managed by the FNCCI and
MoFA.

XD’s Note:
?? Get Report on “Product of Nepd in NY”, established with the ass stance of

the World Bank, from Mr. Kayan Krishna Tamrekar, President,
Handicraft Association of Nepdl.

4
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I ntellectuals

Thursday, March 21, 2002 (3:00pm)
(Please note that those participating in the meeting are shown in bold | etters))

Dr. Devendra Raj Panday, Former Finance Minister
Mr. Himadaya SIB Rana, Chairman, Himaayan Bank
Hon. Roop Jyoti

Hon. Dr. Shankar Sharma, Member, Planning Commission
Mr. Mahdukar SJIB Rana,

grwDNE

Dr. Badri Prasad Shrestha
Dr. YuvaRa Khatiwada
Mr. Madhab Prasad Ghimire
. Prof. Sridhar K. Khatri

10. Mr. Narayan Das Shrestha
11. Mr. Nischal Nath Pandey
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Summary

1 Conceptual perspective—It is not that work done by our missions on economic
diplomacy is ineffective, but that our diplomacy is ineffective.  There is a policy
vacuum and incongstencies on many levels which can't be addressad by sructura
changes done. To expect to address the problem through structura changes would
be to become a “victim of tyranny of adjectives’ snce the working yle is
dysfunctiond. Structurd changes only give impression that something is being
done when in fact nothing may be done.

There should be a dear message in the report of the Policy Study Group for
political seriousness if economic diplomecy is to be implemented. Just creating
illuson that something is being done, will not do. The new culture of economic
cooperdion brings with it different politicd and economic conditiondities.
Government should have wdl coordinated objectives, epecidly since donor and
recipients don't have to be government in the future as the policy domain has been
widened to the people not jus governments Knowledge building is more
important if economic diplomeacy is to succeed.

a Foreign aid, trade and investment—Foreign ad is no longer the focus of
economic diplomacy. Trade and investment have become the key issues,
which WTO has come up with the most complex arrangement. Thereisa
need to develop competence in this area by the government, ether in
MoFA or inthe line ministries.

In the aea of ad dso donor countries have their clear interest, but Nepd as
a recipient country aso must be cdear what it wants to do. This is a
guestion which MoFA needs to face, dong with the Planning Commisson
and the Finance Minidiry.
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b. Quality and competence—Nepa has become concession seeker in trade
and ad when there is a need to improve our qudity and become more
competence based. There is no competence required for begging as we
have become used to in recent years.

c. MoFA—Foreign Minidry is dl powerful in other countries, but this is not
the casein Nepd. This should change. MoFA can do thisin two ways:

?? it can act as afadlitator for the line minidtries; and
?? it can act as atrouble shooter, ingead of a“frontline firefighter.”

Nothing bests hard work with a motivated civil servant who can look

forward to professond advancement. This competence factor has to be at
dl levd, not just MoFA.

2 Process and products/long-term strategy—For economic diplomacy to be
effective, it is necessxry to have a longterm perspective beyond the 6month
period. As a process, we must be clear on what we want to sl or buy. Our
concern o far for measuring our preference is wrong. A long-term perspective is
required with a clear agenda that we want to follow. For the most part, economic
diplomecy is a private sector activity and has to be guided by it in determining its
objectives and implementing the drategies.  In the past, Nepd has tried to sl
sugar and cement to Tibet, but the Strategy fatered due b lack of a longterm
drategy. The smple lesson is that we must be able to determine what we want and
what we can give as part of our drategy. There is a tendency among paliticians to
gpeek firgt and decide on the measures later.  This working style & not conducive
to economic diplomeacy.

Some of the objectives we need to follow are:

a Attract know-how and investments—Nepd should attract know-how and
investments which we can sl to other countries. In addition to export of
such products as capet and garments, we need to focus on services.
Hedlth sector is one such area, where with adequate medicd facilities we
could attract dients from within the region. Enhgineering colleges, or
shopping centers could aso be equaly dtractive aress.

Investmert is another area, but severe policy change is needed with
appropriate foreign exchange and tax policy to go dong with it. We
cannot tak of bringing in investment into the country without conducive
visa and immigration policies to support such a srategy. The grand
Srategy in 1993 to bring invesment in Nepa fatered because there was no
efficency to back up policies

b. Employment abroad—There is a strong need to follow a systemétic policy
which will provide employment to Nepaese laborers abroad.  The current
remittance received by Nepd is $400 million and if it continues it might
equa our GDP in the future. The government needs to implement the
budget speech of the Finance Minder, given two years ago. In order to
promote such a palicy, the government should dso consder standing as
guarantor committed in bringing back the people whom it has sent abroad.
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I ngtitutionalize policies—Long-term policies cannot be ad hoc or based on
whims of leaders. There is a need to inditutiondize adminigtrative policies
under eech minigries 0 that, despite change in personnd, the officids
know whét their job is.

Country specific policies—Our agenda should aso contain country
goecific drategies with a defined st of objectives.  This should be
implemented with adequate monitoring mechanism.

Comparative advantage—Nepd should drive to mantan compardive
advantage among the SAARC countries and should not be far behind its
two immediate neighbors.  Economic diplomacy has to move beyond ad
to other areas o diplomacy. The important thing is to make people
competent with gppropriate motivation.

3 MoFA and follow-up of the HLTF Report—It isnot that there was no follow
through on the work of the High Levd Task Force, or on economic diplomacy, by
MoFA. The poblem was palitical ingtability in the country which saw a congtant
change of leadership in MoFA that did not dlow follow-up on the work that hed to
be done. In the three years since the HLTF Report was submitted, MoFA had 3
Minigters and 4 Foreign Secretaries. Despite uncertainties a number of initiatives
were taken.

a

Restructuring of divisons—A number of people were promoted as Joint
Secretaries to look after the new divisons that had been established on the
basis of the HLTF Report.

Manua—A manual on Commercid Diplomacy was prepared by
UNCTAD in 1992,

International Business Forum—An Internationd Business Forum was
established in partnership with the private sector. The Forum induded six
different parameters.  foreign ad, trade, investment, water, energy and
tourism.

Institute of Foreign Affairs—Although the IFA was created in 1993, it
was established a different body in 1998.

International Relations Desk Officer (IRDO)—In each of the line
minigries, IRDO was created to coordinate work with the ERCD.
Communication between MoFA and line ministries was maintained a the
Joint Secretary levd.

Growth Quadrangle—In 1998, a Committee on Sub-regional Cooperaion
was created, which was approved by the Cabinet.

Manpower planning—Twelve new recruits were taken by MoFA to meet
the Ministry’s new need for manpower. The idea was to provide exposure
to the new recruits by sending them for on the job training to the line
minigries, and it was understood that they would not be posted aoroad for
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2 years until ther training was complete.  In the South Asa Divison, an
economic officer was dso kept.

Economic Counsellors—The idea that economic counsdlors should be
chosen and paid by the private sector was dso floated, but was seen by
MoFA bureaucracy as* anti-body in the system.”

XD’s Note:

1

It is dear from the above discusson why so much of the effort put into
economic diplomacy did not produce any concrete results. Problem for the
Policy Study Group isto determine how to make it work now.

Many of the points discussed above suggests that there is a need to
formulate dear cut policies a dl leves if economic diplomacy is to
succeed.  Should the Policy Study Group concern itsdf with policy
formulaion, or should it concan itsdf with only devisng gppropriaie
mechaniams to implement the policies that areedy exis?

II/
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Former Ambassadors

Wednesday, March 27, 2002
(Please note that those participating in the meeting are shown in bold letters)

1 Dr.Mohan Man Sainju, Former Ambassador to USA

2 Prof. Lok Raj Baral, Former Ambassador to India

3 Mr. Keshab Raj Jha, Former Ambassador to France

4. Dr. Novel Kishore Rai, Former Ambassador to Ger many

5 Dr. Durgesh Man Singh, Former Ambassador to Belgium

6. Mr.Kedar Bhakta Shrestha, Former Ambassador to Belgium and For mer
Foreign Secretary

7. Mr.Y.K. Slwd, Former Ambassador to Russia, Former Foreign Secretary, and
Former Secretary-General of SAARC

8 Mr. Damador Prasad Gautum, Former Ambassador to USA and former
Secretary

9 Prof. Mohan L ohani, Former Ambassador to Bangladesh

10. Mr. Lok Bahadur Shrestha, Former Ambassador to Bangladesh

11. Dr. Badri Prasad Shrestha

12. Dr. Yuva Raj Khatiwada

13. Mr. Prabhakar SJB Rana

14. Mr. Madhab Prasad Ghimire

15. Prof. Sridhar K. Khatri

16. Mr. Narayan Das Shrestha

17. Mr. Nischal Nath Pandey

Summary
1 Paradigm shift needed—Although we have become used to taking about

economic diplomacy, our role so far has been a passve one. If economic
diplomacy is to effective there is a need to be active and aggressive in meeting our
objectives as that the traditiond methods no longer suffices. This means that our
objective should be to sdl or promote our private sectors abroad, without which
economic diplomacy will have very little meaning.  This also means that thereis a
need to prioritize our objectives by taking account the interest of three different
groups: the public, private sector and the donor communities. Attitudina change is
imperetive, not only on the pat of MoFA officids, but dso those in the line
minigries. More than anything, aggressive marketing of Nepd by the government
is necessaxy if economic diplomacy isto succeed.

Economic diplomacy must support HMG's policies. At the moment, MoFA is
least prepared to take on the responsibility. This weskness is aso soreed to other
aress as wdl snce the government’s palicies are not FDI friendly, nor are the other
minidries geared to atract foreign investors with comparable internationd
dandards, far judicid dructure and transparency. Even the immigration
depatment discourages potentia  tourists snce the visa system is tourism
antagonistic. Theremust be a presentable packageto allureinvestorsneeded in
all theareascovered by economic diplomacy. Theliteraturehastobeinvesment
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friendly and must utilize the help of experts which will specify a series of step
needed to get the job done in Nepal.

2 MoFA—

a Manpower—MoFA has the one of the best sdection of the people from
our avil service, but lacks professonaliam thet is needed to do the job
effectively. There is therefore a need to interndize the paradigm shift in
MoFA, based on the principle of KAP (knowledge, aptitude and practice).
Monitoring and evaudion system is equaly needed to congtantly look &
the performance of the people on whom so much depends. Developing
evduation criteria on the bass of priority is essentid if economic
diplomecy is to succeed. In this regard, we even have to learn from the
Bhutanese since they recall their Ambassador b Bangladesh if he cannot
increase trade with that country.

As pat of meassures to maintan professondism in MoFA, Section
Officers and Under Secretaries should be seconded to Finance and
Commerce and Trade Minidries for on the job training for 3-4 months.
Along with such on the job training, motivation of the Nepaese diplomats
is an equdly important issue, which currently does not exist in MoFA.
Some culturd and eiquette training is dso needed for our diplomats, with
a crash course in the spoken language of the country the person might be
posted. Latera entry has sgpped the morde and moativetion of carrier
officersin MoFA.

In the padt, the government’s effort in implementing economic diplomacy
has been abused because of the sdection of weak pemlerdaives of
influentid people in the country as economic counsdlors.  If economic
diplomacy isto succeed, this mistake cannot be repesated again.

The home front has to be drong to provide the basc support and
guiddines to Ambassadors podted dorced.  In the experience of one
Ambassador designate who attempted to meet most of the Secretaries in
the minidries before assuming his assgnment, only 40 percent of the
Secretaries accommodated him.  Common sense and initiative are needed
for Ambassadors agppointed abroad, and our diplomats need to be multi-
functiond with clear priorities of what need to be done during his tenure.

Smilarly, the private sector aso need some degree of training if economic
diplomecy is to be successful.  Often, businessmen cannot ddiver goods
on time or the volume that is needed. These are some of the things well
within our control which the private sector should address.

b. Need for supporting framework—MoFA can handle economic
diplomacy, but it should be done without expanding the current structures.
For the mogt part, MoFA’s role is not dependent on what the Ministry does
done, but dso depends on the infrastructure in the broad sense of the
word. Investments depend on the power supply which the country can
provide for busness The judicid framework has to be investment
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friendly. There has to be provisons againg double taxation and for
settlement of disputes aswell.

. Give and take—Economic diplomacy cannot be conducted as a one way

traffic where we are bent on getting benefit only to oursdves. The
acceptance by France of the Zone of Peace proposd was contingent on
Nepd agreeing to dlow France to open its Indo-Suez operations in the
country. When India got wind of it, it dso goplied to have State Bank of
India in Nepd. As means of deding with this demand, Nepa findly had
to ask Indo-Suez to come to Nepd as a joint venture.  The recent Indo-
Suez experience shows that our busness people are not interested in
keeping such investors in the country but are indined to push them out
and then try to takeover their shares.

Coordination—Coordingtion is the key in diplomecy. At the moment
there is poor sharing of information which works to the detriment of our
nationd interest. Issues rdating to WTO come up regularly in Geneva, but
the information is not shared with our other missons aroad. There is
minima undersanding of WTO maters in Nepd and it is essentid to
sendtize government agencies and the private sector on the issues. The
European Union has introduced a provison on EBA (Everything But
Arms) which dlows LDCs quota and duty free exports to the EU. The
government should interact with the private sector to determine how we
may be able to get benefits from this provison.

Coordination betwean MoFA and the missons is very poor and, in some
of the important countries where many Nepaese pass through, 85 percent
of the time is spent on petty issues and providing services to the VIPs.

Even if country specific targets were set, missons would have a hard time
in meeting the objectives unless these conditions were dtered.

Aid and investment—The Netherlands has a shortlis of 20 countries
which it has targeted for foreign aid. It is the & largest ad donor in the
world, but Nepd is not in te list Snce the criteriais based on World Bank
categories and the person who is in charge now in the Hague seems to
have been influenced by this outlook. We need to be in this list if Nepd is
to benefit. The European Union has a handbook on investmert, which was
prepared by a British expert. The private sector and the government needs
to make use of this handbook and aso determine how Nepa can benfit
from the work that has been donein thisarea.

Comprehensive Report/Handbook needed—Thereisaneed to develop a
comprehengve report on the key areas of economic diplomacy. Such a
report should be region and country specific. During the Panchayat period
there was a Handbook brought out by the Trade Promotion Center in 1981,
which covered issues of trade, aid and investment. It is necessary to bring
out a new handbook that will outline specific indructions to be followed
by our missions aoroad.
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3. Missions—

a Economic intelligence—The information our missons provide have to be
country specific, induding data on demands for products and prices which
it may be able to get in the internationd markets. Nepadese investors have
to work closdy with our missons to provide informetion thet is needed.
Missons should aso keep information on colleges and universties sSnce a
subgtantid portion of our nationd resources goes aoroad as the number of
Nepa ese students studying abroad increesing exponentidly.

b. Reports—Missons need to provide report on economic metters on the
country where they are posted on a monthly basis. This should indlude not
only trede gdatidtics in Nepd's trade with that particular country, but dso
on ther meding with the busness community and any initiative the
misson has taken in this paticular area. The economic report should
conditute an essentid pat of the Ambassador's report, on which the
person’ s performance should be judged.

c. Ambassador’s role—Our Ambassadors are the kingpin in the work of our
missions and their role is crucid. Specific objectives and mandatesneeded
for eech missons have to be developed by the Ambassador, which needs
to monitored by MoFA.

d Honorary Consuls—The practice of sdecting Honorary Consuls aborad
have to be re-examined since they have largely been sdected on the basis
of a payback done for Ambassadors or some politicd leaders. At the
present, 60 percent of the Consuls are redundant and there should be
reevauation of their performance.

e Need to own and absorb policies—Once a policy is underteken by
missons, there is a need to own and absorb such policies through the
government machinery. At one time, the then incumbent Prime Minister
had specificdly requested a newly designated Ambassador to Belgium to
explore the posshility of bringing investors to build a tunnd to Hetuada
After some work by the mission, a team came to Nepd to examine the
prospects.  But the team was turned back by the government and told to
come back when certain rules and regulaions were developed in this
regard. Such ad hoc policy formulation and resporses should be
discouraged dnce it creates credibility problems for the government in the
future.

4. Communication and coordination—MoFA can only act as a cadys and
coordingtor in the execution of economic diplomacy, and it should be particularly
sendtive in not encroaching on the turfs of the other sectord minidries. At the
same time, dl the other minigries have to be sendtive to the need of economic
diplomacy and there mugt be a sense of commitment from them. The private
sectors dso need to develop a sense of beonging in this endeavor, without which
the scheme will not succeed.
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The best method of promoting the recommendation of the Policy Study Group is
to first have the Secretary of MoFA and the line ministries work out modalities for
implementing the programs recommended by the PSG. In order to avoid any
sense of encroachment by MoFA in this area it may be advisable to rotate the
chairmanship of this group. After the modalities are agreed upon then the private
sector should be asked to come in. The Prime Miniger should not be made
responsble for carrying on the programs envisoned under economic diplomacy
since he would have very little time to look after the metter persondly and it would
only make it impossible for the group to meet. The best option is for the Head of
the Economic Committee of the Cabinet to Chair the group, or have the Foreign
Minigter do so.

. Funds—There are a number of ways through which HMG can raise funds for
meaking economic diplomacy more effective.

a Commissions—In order to provide built-in incentive to our missons, 2-3
percent commissons may be taken by individud missons in transactions
where they have aded the busness community in sdling their products
abroad.

b. Tax revenue—A smdl portion of tax that is now levied by the government
on hotels, on exports, and the funds received by FNCCI from issuing
catificate of origin could be diveted for the purpose of economic
diplomecy. There has to be proper accounting and monitoring of these

funds through a responsible body.
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XD’s Note:

1

If we assume that the function of the Policy Study Group should be to
identify not only what should be done, but dso how economic diplomacy
should be implemented, is it possible for the PSG to produce, or request
someone ese to produce, a literature thet is invesment friendly so thet it
may be used by our missons abroad?

Jugt as the Handbook on trade, aid and investment was produced by the
Trade Promation Center in 1981, what can the PSG do to make the same
type of information avalable to our missons on which they can base ther
work?

So far in our interaction, Mr. Damodhar Prasad Gautum and Mr. Narendra
Kumar Basnyat are the two people who seem to be very clear on how
funds maybe generateditapped through the resources that are currently
avalable for economic diplomacy. Should the PSG request these two
people to prepare specific programs so that we may include it in our
recommendations?
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Former Government Officials

Monday, April 8, 2002
(Please note that those participating in the meeting are shown in bold letters)

=

Mr. Mohan Dev Panta, Former Secretary, Ministry of Commer ce and
Industry

Mrs. Urmila Shrestha, Former Secretary, Ministry of Woman and Socia Welfare
Mr. Ratnaswor Lall Kayastha, Former Secretary, Ministry of Agriculture
Mr. Poshan Nath Nepal, Former Secretary, Ministry of Labor

Mr. Durga Prakash Pandey, Former Secretary, Ministry of Commerce
Dr. Dipendra Purush Dhakal, Former Secretary, Ministry of Tourism
Mr. Sundar Nath Bhattarai, Former Ambassador to Thailand

Mr. Prabal SJB Rana, Former Joint Secretary, MoFA

Prof. Surendra Bahadur Shrestha, Former Ambassador to Saudi Arabia

0. Mr. Madhav Khanal, Former Chief of Protocol, MoFA

N
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11. Dr. Badri Prasad Shrestha
12. Dr. Yuva Raj Khatiwada

13. Mr. Prachanda Man Shrestha
14. Prof. Sridhar K. Khatri

15. Mr. Narayan Das Shrestha
16. Mr. Nischal Nath Pandey

Summary
1 MoFA—

a Objectives with clear guidelines—MOoFA needs to be clear on objectives
and targets it wants to achieve through economic diplomacy. There must
not only be guidelines to achieve the gods, but must dso have gopropriate
mechanism which will help achieve those gods. In this regard, politica
will is essentid since it was largdy the lack of it and the misuse of the
programs that were recommended by the HLTF that led to its poor
implementation.  Procragtination and misuse of the many points in the
recommendation of the HLTF by the bureaucracy did not help the matter
any. MoFA may be good in the conduct of political diplomecy, but hes
not proven itsdf in economic diplomacy. Part of its weekness is its refusd
to ether train itsdf officers in this area and to accept manpower from the
outside.

b. Inter-departmental rivalries—Experience shows the question of economic
diplomecy aways raises some degree of inter-departmenta rivaries. It is
goparent in three areas.  sectord ministries and MoFA; MoFA and our
missons, and the private sector and our missons. As this has become a
perennid issue, there is a need to dearly outline the “rules of the game” 0
that the different minigtries of the government and our misson know how
much and to what extent they are willing to promote economic diplomacy
and aso how much the private sectors can rely on the government to do so.
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c. Long-term and short-term program with country and item specific—
MoFA needs to work through longterm and short-term programs which
the missions can fallow in a systematic manner. At the moment, thereis a
need to draw-up a short-term action plan which can be implemented
immediately. To do s0, one must be sdective and prioritize areas/items
tha can be implemented given the political gStudion in the country.
Promoting tourism and investment may be an uphill task now and more
focus is now needed on trade, particularly on garments, carpets and shawls.
We mugt dso focus on only 45 countries where the impact would be the
greatest. If funds for economic diplomacy can be generated, the missions
should be specificaly ingtructed on how the funds should be utilized.

d ERCD experience—Despite manpower congraint in ERCD, constant
efforts were made in both intra- and inter-sectord coordination by MoFA.
Coordination with other Divisons of MoFA fel short of expectation.
Numerous meetings were held with sectord Ministries, Trade Promotion
Center (TPC), FNCCI, hilateral Chambers of Commerce, mgor export
houses and associations such as NATA, Handicrafts, etc. to ascertain how
MoFA and the Nepalese Missons abroad could assst them. Apart from
criticisam the officers of our missons aroad were generdly unavailadle,
goahetic, or inept, no condructive suggestions came forth.  The Minidtries
of Tourism, Labor, and Commerce were more interested in having officids
from their own Minigries posted in Nepaese Missons or establishing their
own offices abroad. Furthermore, the discussons in the meetings tended to
focus more towards the condraints that many faced in the cumbersome
regulations and other procedurd matters within HMG and for exports
through Indian than on the issue of making the Missons more effective.
As regards Foreign Direct Investment (FDI), dl viewed that HMG's
decisons for having a one-window palicy for fadlitetion as only on paper
and no measures had been teken for its implementation. By and large, the
inputs from such mestings from MoFA’ s view were a best inadequate.

e Suggestionsfor making economic diplomacy meaningful—

i. Edablish a database of Nepdese items of import and export
country-wise, update them and disseminate such information to
Nepaese Missons abroad periodicaly.

ii. ldentify commercid bottlenecks and work towards its dimination
in dose coordination with Ministry of Industry and Commerce,
TPC, FNCCI and bilatera Chambers of Commerce. Senditize the
Missons aoroad of any new deveopments in this sphere a home
and issue directives to pursue them from that end.

iii. Be proactive in efforts to make Nepd a Tourist destination point
with inputs from the Minigtry of Tourism, Nepd Tourism Board,
NATA and HAN and other tourism-rel ated associaions

iv. HMG should arange on a regular bass Export Promotion
Conferences smilar to the one that was hdd in Kathmandu in
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2000. It was atended by Honorary Consuls and Consul Generds
representing 34 countries, HMG minigtries and senior officids,
those of the private sector and the business community involved
with export promotion. The 400 paticpants induding foregn
delegates had the opportunity to hear HMG policy Statements on
export promotion, seeking markets and atracting FDI.

v. As regards foreign employment, some postive seps have been
taken, eg. establishment of Royd Nepdese Embassy in Qaar.
However, monitoring of foreign employment agencies should be
drictly undertaken by the Ministry of Labor in order that Nepaese
workers are not stranded, eg. in the Gulf countries, Saudi Arabia,
Bangkok, Mdaysa, eic. The Nepadese workers should be
regisered in Nepaese Missons, which should render assstances
and when they are in need. MOFA should have a separate budget
dlocationin thisregard.

f.  Privileges for businessmen—The government should aso teke measures
that entail least expenditures in an effort to win the hearts and minds of the
busness community. Certan privileges and datus should be given to
investors and business people fran abroad who are inclined to do business
in Nepd. Among other things, use of CIP (Commercidly Important
Persons) facility at airport should be extended to important members of the
busness community without much dday snce it would cost the
government very little to do so and in return the gestures could bring the
goodwill of the business community.

2 Coordination—

a Avoid impression of MoFA dominance—Sectord minigries fed that
MOFA s atempting to bypass the other minigries with its involvement in
economic diplomecy. This “sigma’ should be removed if economic
diplomacy is to succeed in the future. The recommendation of the HLTF
had provison for including at least 5 officers in ERCD from the sectora
minigtries until professondism could be developed within MoFA, but the
scheme was not fully implemented. The notion that MoFA s trying to
dominate and overshadow the work of the other minidries should be
dispelled and MoFA should be open to the deputation to the Minidry, not
asinfiltration but as part of beongingness in a common endeavor.

b. MoFA asfacilitator and sectoral ministriesasimplementer—MOoFA can
act as a fadilitator in the work that needs to be done, but accountability
should be with the line ministry which has specific responghility for
implementing the responghilities a hand. When implementing economic
policies of the government, missons should run the programs and policies
of the line minidries, not those of MoFA. Officids of the sectord
minigries should be deputed to MoFA and missons to do the
economicaly related work where interest of the sectora minidries are
concerned.  Coordination on such matters is possble through regular
mestings between the Foreign Secretary and the Secretary of the
concerned minigtry, dong with groups which have specific interest in the
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area. (i.e. Foreign Secretary—Commerce Secretary—Representatives of
magjor products group; or Foreign Secretary—Tourism Secretary—CEO of
Tourism Board, etc.) This type of coordination is preferable to each of the
five key aress identified for our economic diplomecy, instead of holding a
meeting of a larger body where al members from the sectord ministries
may be present. Rotation of charmanship will neither help coordination
nor determine the responsbility among the minidries involved. The
charmanship of the Foreign Secretary in these meetings would be
acceptable to others.

Another possbility that was raised was to have coordination aso through a
aub-committee of minigers, involving those from MoFA and the
concerned sectord minidries.  Believing that if left done MoFA might act
only as a pog-office, it was thought that a body (even IFA) could help to
coordinate such activitiesin the future.

3. Missions—

a Promote our markets—Our missons should be adle to promote our
products abroad. The garment and carpet industries currently pay 12
percent duty on such product going to the United States when there has
been awaiver for such products from the African countries. Our Embassy
in the Washington should look into that area, while missons in generd
should be engaged in identifying mgor markets for our products.

b. Problem of sustainability—Mog of the missons did incredibly wel to
promote the Vist Nepad Year, and a times even without cogt to the
government. But there is a problem of sugtainability since it changes with
Ambassadors and pogting of individuads abroad may not be based on
qudification of the nominee. Proper orientation and background of the
candidate is important, as well as screening and scrutiny of the candidate.
But, the main question is who is going to perform this function? Let us
replicate success gories Snce our missons have time and again proven
thet it is possible for them to operate effectively.

c. Comparative advantage—Idertifying areas of comparaive advantage is
important if our private sector is to take advantage of potentid markets
abroad. This dso indudes being clear on what these countries might want
to assst Nepad as a LDC, determining prospect for our labor market,
interests NGOs might have in Nepd, etc. The role of the missons should
be both of an information gatherer and implementer of policies, for which
they mugt have full knowledge of the economic inteligence required to
promote our nationd interest. Since missons don't have the time or the
manpower to do everything, there must be clear-cut indructions or policy
framework which will act as a guiddine for whom and what to promote.
Such guiddines should dso indude specific indructions on how far the
Ambassadorsmissons should go in promoting the country’s economic
interet and, in paticular, whether the Ambassador should host
dinnersreception on behdf of the government with the expenses covered
by the private sector. Specific guiddines and procedures need, induding
information on how follow-up work might be done.
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d Documentation—Documentation is a big problem in our missons snce
very often the type of information that is needed des not reach them for the
job that needs to be done. Guiddines on invesment, promation of trade
and tourism is essentid, but very often the missons have to work on an ad
hoc bass without the needed materids. Even then the work depends on
competence and motivation of the individuas. And sometimes even when
some of those materids are avalable, it is manipulated by the chief of the
misson.

4. Funds—Geneding funds for promoting economic diplomacy should not be a
problem snce Nepa Tourism Board works without money from the governmen.
One option would be to have a 50 percent incrementd visa fee that the missons
can use to promote economic diplomacy. The problem with this is that visa fee is
consdered as the government’s revenue and under the current regulations it cannot
be touched. However, the Cabinet can pass certan directives to make this
possble. The other option is to raise fund from the private sector. And ill another
option would be to tgp fraction of the fund which FNCCl gets from issuing
cetificate of origin Snce it has not used the portion dlocated for trade promation.

The HLTF Report suggests that MinisersEconomic Counsdlors should be
permitted to charge as sarvice fee 10-12 percent of the cost of market survey,
representation, dispute settlement, trade far and other sources of revenue
generated by his own efforts and build a reserve for further expanson. The matter
was discussed in one of the Internationd Business Forum meetings during in 1997.
Although it was pointed out that such service charge was prevaent in some
countries, most members of the busness community felt that it was far too
excessve and were not generdly willing to accede. Some taked of 2-5 percent,
while others viewed tha HMG should be responsible.  No concluson could be
resched.

57



Indtitute of Foreign Affairs

Nepalese Laborersin Middle East

Thursday, May 2, 2002

Participants:

1.

N

Amb. Shyamananda Suman, Royal Nepaese Ambassador to Qatar

Dr. Badri P. Shrestha
Prof. Sridhar K. Khatri
Mr. Narayan Das Shrestha

Summary:

1 Labor market in the Middle East—There are a large number of Nepaese

laborers now working in the Middle East. The largest is in Saudi Arabia
(100,000), fallowed by Qatar (60,000), UAE (25,000) and Bahrain (7,000).

Prospects in Qatar—Qatar has more foreign laborers than its own populetion
and the government thee days has been atempting to bring ethnic/nationd
baance in hiring in laborers in recent years After the numbers of Nepadese
laborers reech 50,000, Qaa was serioudy conddering redtricting  further
growth from Nepd, but the opening of our Embassy there helped to dissuade
the government from doing so. Today, Qaar encourages laborers from
Afghanigtan, Indonesa, Sudan, Gambia  But there seems to be a tacit
preference for non-blacks as much as possible.

The progpect for labor market is growing in Qatar. The condruction of 46km long
Qatar-Bahrain Causeway, which will be the longest in the world, and Ddfino
Project for the condruction of pipdine between UAE and Qaar will require
additiond foreign laborers as well. There is dso great demand for foreign laborers
for road condruction since the government seems to be ready to spend fredy in
this area. It is understood that Qatar spent 1bn Rid <o that it could hogt the 2001
Adan Gamesin its country.

Nepalese laborers—With about 60,000 laborers in Qatar, with the per head
eaning about $80-90 per month, Nepdee workers earn around $64.8mn
(about Rs. 33 arab) in Qatar done. Out of this amount, around 90 percent of
remittances comes to Nepd through the hundi system, which means that the
government loses both foreign exchange and commisson through its banks
To compete with the hundi system, the banks have to be more efficient and
service oriented so that they can gain the confidence of their potentia clients.

Welfare—The welfare of Nepaese laborers going to Qatar is a mgor problem
snce mogt employment companies dont bother providing insurance to the
recruits who go there. These companies teke anywhere from Rs. 70,000-
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100,000 from prospective workers and send them abroad without proper
documentations, or with fase documentations since the papers may be in
Arabic. Out of al those that come to Qatar, a least 510 percent have to be
picked up a the arport by the Nepdese Embassy in order to help tem find
the companies which had promised them jobs The process usudly takes from
2 hours to 2 days, but this dill becomes a problem snce the Embassy has only
3 daff and there are no funds to look after those that are stranded. Such
problems for laborers are compounded when employment agencies in Nepd
make fadse promises on the amount of money tha laborers are to be paid or
when laborers fal to receive sdary dfter working there. Roughly about 5,000-
7,000 laborers have retuned to Nepd without being paid any sdary a dl. This
has caused physcd hardship and psychologicad problems for many workers,
and in most cases these people are not in a postion to pay for the cods of
these services. For one reason or the other, 60 people have dready died in
Qatar due to the difficulties faced there.

Things to do—There are number of things tha can be done to lessen the
hardship of the Nepadese laborers and provide them whatever support they
might need through the Embassy.

a Verification—Labor Minisry should be in dose touch with our
missons whose principa task is to ded with labor issues The Labor
Minigry should send the names of manpower companies to cross
check ther credibility from the Misson's list. At the moment there are
more than 200 manpower companies whose status has not even been
evauaed by the government. The verification process would go adong
way in cutting down complications where laborers may be fasdy
promised or eventudly sranded in foreign countries. Condant sharing
of informaion through a functiond daabase between the Labor
Minigry and the missons is criticd in minimizing inconvenience to
the Nepaese [aborers.

b. Categorization—Labor Minigry should have people versed in Arabic
since the documents on the requirements of laborers sent to Nepd ae
in that language. Since specific requirements of the type of laborers or
caegories would be clear from those documents, this type of cross
checking would ensure that the manpower companies are not just
hustling people out of the country for their own profit, a the cos of the
innocent people who might be victims in this game.  Regidration of
laborers a the closest Nepaese Embassy through the mal would aso
be helpful in case the laborers should require assistance.

c. Documentation—t is necessary to ensure that the laborers going out of
Nepd leave the country with authentic documents so that they are not
left in the cold when they reech their dedtination point. Manpower
agencies are known to often provide fdse documents, while passports
ae usudly taken by the agencies when they reech ther degtination

pairt.

d Funds and extra manpower —There is a shortage of manpower & the
Embassy in Qatar, which is congtantly required to look after the needs
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of our laborers. To function effectivdy a the current levd, the
Embassy needs a least one additiond Nepdi aff, on top of another
locd gaff. Moreover, as our missons dont have any money avalable
to hep these people in times of hardship, it would be useful if a specid
fund for this purpose was created. One way to generate resources for
this purpose would be to ask the employment agencies to contribute to
the Embassy anywhere from $50-100 as roydty for each laborer with
whom they have a contract. The other posshility is to ak the
employment agencies to depost Rs. 5 lakhs a the time of ther
regigration of their company so that this amount could be deposted a
the Embassy in ther names. This money could be used by the
Embassy when laborers sent by that particular company are forced to
return to Nepd after failing to get jobs due to improper documentation.
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Royal Nepalese Embassy, Japan

Wednesday, M ay 15, 2002

Participants:
H.E Kedar Bhakta Mathema, Roya Nepaese A mbassador to Japan

Dr. Badri Prasad Shrestha, Convenor
Prof. Sridhar K. Khatri
Mr. Narayan Das Shrestha

AN P

Summary:

Nepa has no economic diplomecy. | have come to Nepd with a thick folder of
letters unanswered by Ministry of Foreign Affars, Nationd Panning Commisson
and other HMG/N minigtriesdepartments. Communicetions is the biggest problem as
MoFA does not reply to either fax/e-mail or any other messages.

1 Training/Orientation— left for Jgpan without reeding a sngle file
Orientation far ambassadors has to go for saverd weeks, there must be
field vidts 0 thet he/she can interact with other minigry officids. At the
same time thee mus be a familiaization on how to hold
dinnergreceptions etc., as it can be handy for the outgoing envoy. Since
the person mugt aso represent the whole of Nepd, cultura orientation is
adso amus. A thorough knowledge of the neighboring countries (Korea
and Russain the case of Japan) is aso necessary.

2 Arrangement with the Private Sector—The ambassador mugt aso have
experience in deding with the private sector. Unfortunately, in our case,
the private sector and especidly the FNCCI itsdf is not geared to assst in
the pursuit of economic diplomacy. During the vigt of the then Prime
Minister G.P Kairda, they could not prepare an economic agenda. The
Tokyo Embassy requested them to bring the best variety of tea, for a
reception to be hosted by the embassy they couldn’t bring it. Embassy had
aranged mestingsinteractions with the representatives o the Japanese
busness community and private sector and chamber of commerce but
there was no response from the FNCCI. In Jgpan, the same business group
that looks after India was interested with Nepa. Regrettably, FNCCI

showed no interest to join this hsead, a few people were arested in
Oskafor illegdly entering into Japan.

The private sector can play a mgor role through cultura programs, dide
and video shows, contemporary at exhibitions etc. This sphere has
tremendous scope.

3 Mechanism within MoFA and Other s—Embassies should be dlowed to
communicate with sectora ministries with copies forwarded to MoFA.
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Missons should be informed prior to the arrival of dignitaries from Nepd.
There is a growing tendency to inform at the last minute, if a dl. “MoFA
is like a black hole, you send a message and it gets lost and there is no
feedback.”

More then 48,000 Japanese tourids vist Nepa annudly. By the year 2005
the figure might go up to 100,000. Embassy has been relying on funds
from the NTB in sponsoring programs like a photo competition “Nepd:
My Spirituad Home'. If one is proactive there are posshbilities of raisng
funds to promote economic interests. An invesment handbook would
have been a handy account to rely upon. (The XD of IFA explained to the
Ambassador that a handbook on investment in Nepa has been prepared by
the EU dready, but something in line with what Jgpan might be interested
could be prepared as well).

Illegal Immigration—A tota of 10,000 Nepadee are residing in Jgpan and
an additiona 8,000 in Korea. Mogt of them are illegd immigrants. This is
amgor problem. It is not possble for the Embassy to keep a database of
al the Nepdese. However, a Szesble number have afiliation with politica
parties not only with the Nepai Congress, CPN (UML) and the RPP, but
even the CPN (Maoigts). The Embassy can bring in even these illegd
immigrants for aseminar to encourage them to invest in Nepd.

Honorary Consul Generals—There are honorary consul generds in
Fukuyama and Osska. But without a handbook for Honorary Conauls, it is
difficult for them to function. Mot of them do not have a clear-cut idea of
what they should be doing. Their performance has to be evauated. The
Honorary Consul Generd in Audtrdia takes 10 percent charge for the visas
that are issued. There must clearly be uniformity on this as with respect to
our honorary conaul generds dl over the world.
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Ministry of Foreign Affairs

Tueday, June4, 2002.

Participants: PSG on Economic Diplomacy
1 Mr. Gyan Chandra Acharya 1 Mr. Madhuraman Acharya
2. Mr. K. N. Adhikari 2. Dr.Bimal Koirala

3. Mr. A. K. Mainali 3. Mr. Prabhakar SIB Rana
4. Mr. Lok Bahadur Thapa 4. Mr. Padma Jyoti

5. Mr. Durga Prasad Bhandari 5. Dr. Badri Prasad Shrestha
6. Mr. Tirtha Raj Wagle 6. Mr. Pradeep Raj Pandey

7. Mr. TaraP. Pokhard 7. Dr. YubaRaj Khatiwada

8. Mr. Ram Babu Dhakal 8. Mr. Prachanda M. Shrestha
9. Mr. Pushkar Rajbhandari 9. Mr. Madhav Ghimire

10. Mr. Hari Prasad Bashyal 10. Prof. Sridhar K. Khatri

1 Mr. Bharat Prasad Poudd n Mr. Narayan D. Shrestha
12 Mr. DipendraP. Bista 12 Mr. Nischal Nath Pandey

13 Mr. Suresh Pradhan

14. Mr. R. K. Nepal

15. Mr. P. K. Prasai

16. Mr. P. B. Shah

17. Mr.ArjunB. Thapa

18. Dr. Ram Bhakta Thakur
19. Mr. Rishi Ram Ghimire

Summary:

An interaction of the Policy Study Group on Economic Diplomacy with the
officers of the Minidry of Foreign Affars was hdd in Shitd Niwas. It was
highlighted at the outsat by the Executive Director of the IFA and the Convenor of the

Policy Study Group (PSG) that since the MoFA implements a large part of economic
diplomacy, the PSG seeks practicad, functiondl and implementable recommendations
from the officers of the ministry. Specific questions were put for discusson. How can
MoFA opeae on economic diplomecy with a functiond divison, when mogt of
MOoFA'’s ectivities operate on a territorid bass? What should be the dructure of this
divison? How do we coordinae between other Minidries and our own Missons
abroad? How do we coordinate with the private sector? Above dl, how do we bring in
and manage funding for the purpose?

The concept of Economic Diplomacy was coined in our country too but we
did not equip the MoFA with: resources, policy; traning and informaion. Despite
this, a dight change in the way we view Economic Diplomecy has come about in the
last few years. The MoFA'’s role is only that of a fadilitator (“without encroaching on

63



Indtitute of Foreign Affairs

other's roles’) but should keep doreast of the issues facing trade, investment, tourism,
water resources, labor etc. A change of mindsst and atitude is a mug, as the
government runs no different than a business organizetion. There are four essentid
components in any successful enterprises, which could be agpplied to the government
functioning as wdl: 1) maketing, 2) finance, 3) HRD and 4) technology but dl these
a0 need to be manifested by accountability and transparency. The main points that
came up during the discussons were:

Coordination/Communications:

a) The paticipants brought out that coordination was the biggest problem while
pursuing economic diplomacy. There are too many idands without any focd
point plus there is no support or guidance and hence it its difficult to find
solutions.  There are no mechanisms, which require other minidries, and their
vaious depatments to notify the MoFA on bilaterd/multilateral  negotiations,
which lead to compartmentdized divison.

b) There is no homework prior to or after the concluson of agreements and
treeties.  Our regulations, laws are not compdible with forging ahead in the
direction of promoting our economic intereds.  Moreover, lack of inditutions
vison and expertise have only contributed in nothing happening in the redm
of Economic Diplomecy.

C) There is poor coordination even while framing top nationd drategies An
inter-communication among Economic Diplomecy relaed minidries must be a
regular phenomenon. This will hdp cdear scruples and doubts if any. A
regular mesting of the officids of those minigtriesisthe need of the hour.

Ministry/Missons.

a) Work hasn't been defined dearly what the missons should be doing and most
of the time the Minidry itsdf is unable to answer to specific queries. In fact,
the MoFA itsdf has trouble activating its Missons. Since the Missons have
other regponghilities as wdl, a dear-cut work-chat must be deveoped and
implemented with due emphasis on reward and punishment to the officers.

b It was suggested that a threetier gpparatus maybe an effective way of deding
the problem:

1 Monthly meeting under the Joint Secretary chalking out plan formulation
and god seting

2 A Seaing Committee with the Foregn Sretary as coordinator and
secretaries of link ministries as members to meet periodicaly and

3 A high levd group (preferably a the level of the Prime Miniger) to
meet biannudly will work effectively.

C) It was dso fdt that the ERCD must be made more “dttractive and prestigious’.

So fa no work has been gpecified for the divison. A amadl, proactive
Divison headed by a Joint Secretary with two or three MoFA officers would
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be suitable. However, the Foreign Secretary should hold regular mestings with
the Divison. The Divison's primary responghbility would be to frame overdl
policy, promotion of activiies and coordination with the sectord Minidries
and Missons It mus dso be a repodtory of knowledge, but may nat
necessarily be an “expert-houss” of specific detals. It can dso act on “cross
cutting issues’.

Since our embasses have limited manpower, momentary mobile units can be
st up for ingance to go into areas where there are pressing labor issues with a
laage number of Nepdese workers. Missons should be sending regular
feedback to the MoFA and the latter must aso conduct research on definite
aess. But, it was dso felt that people are underutilized in the missions.

The five-year plan of HMG should save as a basc guiddine on Economic
Diplomacy and its dready set targets should be the fundamentd guideines for
our missons.

However, no matter how competent the officers are on Economic Diplomacy,
nothing can be accomplished until the misson chief too is wel informed in
this area.

Ningty percent of the dlocated budget to the Missons goes on regular
expenditure.  Perhaps, we could be flexible on revenue management.
Additiond fee could be charged while issuing visa or making a new passport
on off-hours.

The Nepd Tourism Boad had previoudy given funds to the Missons
Resources mugt be hdd accountable and mugt not be forwarded to the
Missons without evduaing the programs. There mugt dso be a mechanism
to evduate the works done.

Any fund that is dlocaed to the missons must be duly monitored and dress
must placed on recurrent flow of resources rather than ad hoc measures.

Training:

a)

Training of MoFA officers is essentid snce a radicd depature from the
mundane officid works is sought while embarking on Economic Diplomeacy.
Thetraining must be held regularly.

Ore paticipant fdt that probably the term “devdopment diplomacy” is

preferable than “economic diplomacy”. However, need of thorough knowledge on
what the country’s cepitd is and what are the resources that we can suitably
harness for the betterment of our people is a must. It was stressed that we could
focus on afew spedific areasto bring in visble tangible results
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M iscellaneous:

” Let us not concentrate totaly on dructures and sructurd change. What is
important is emphass on coordindion, sysemdization and atitude
change.

» Busness community aso needs to have a separate program that they
should hand over to the MoFA with clear lig of expectations from the
missions Sationed abroad.

7 A highlevd monitoring preferdbly a the levd of the Prime Minider is
essentid for giving necessary directions to the lower levels.



