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Background:
Members of the Executive Committee of the Forum of former International Professionals of Multilateral Organizations (FIPMO) - Nepal had an opportunity to meet with the Honorable Minister of Finance on 22 April 2018.  The members introduced FIPMO to the Minister and briefed him of the objectives, activities and membership of the organization. During the course of the conversation, among other matters, it was agreed that FIPMO members could contribute ideas and suggestions to the government in the context of the preparation of the programmes and budget for the fiscal year 2018-19, and beyond.
Accordingly, the FIPMO Executive Committee has compiled the inputs received from its members for the consideration of the Honorable Minister and his colleagues during the forthcoming program and budget preparation for 2018-19 and also for longer term planning of the nation.  The presentation is organized in terms of Potential solutions and Potential FIPMO contribution for each of the issues indicated.
A. Agriculture
The main problem in the agriculture sector is its low productivity, making it difficult for small farmers to rely on agriculture for subsistence and for market-oriented farmers to profit. As off-farm jobs are not available in rural areas to supplement and complement from farming, the young population in particular is abandoning agriculture in search of jobs in urban areas and outside of the county, leaving the traditional agricultural work to the parents and women in the family. At the same time, low productivity discourages investment in agriculture when the land is not irrigated, transportation cost to market is high, and market prices are volatile and not remunerative. The cost of production in Nepal for most agricultural commodities is higher than in India and noncompetitive.  As a result, the country’s dependency on import for agricultural products is increasing day after day. Farmers lack incentives to produce for the market due to low prices. Agricultural markets are not competitive. They are characterized by monopsony, i.e. controlled by a few large buyers with large market power who determine the prices at different levels in their favor. Consequently, there is a wide gap between the prices received by farmers and those paid by consumers. The difference is much more than that justified by the costs incurred by the middlemen and the normal business profit for their services. The major agricultural policies should, therefore, focus on addressing the root causes of the anomalies:
· Issue: As young men are abandoning agricultural work in search of jobs in the cities or in third country labor markets, the elderly and women are left in the villages for agricultural work. Women have to attend many household chores like fetching water; food processing, cooking and child care besides the farm work.  In this situation, farming would not be sustainable unless suitable women-friendly technologies, including mechanization, and high value cash crops requiring less labor, are promoted. Already weak and largely ineffective agricultural extension system is being decentralized at the level of local bodies. There is a possibility that the extension system may further weaken and serve no meaningful purpose for farmers unless the capacity of extension workers is strengthened and made them accountable.
Action: Development of women-friendly agriculture extension as well as agriculture tools and equipment.
FIPMO Contribution: FIPMO members can advise on gender perspective in agriculture extension and introduction of rather friendly agricultural tools and equipment. 
· Issue: Serious efforts are needed to expand irrigation coverage and increasing water delivery from existing systems. While the farmer-managed traditional irrigation systems are performing satisfactorily, the problem is with the government-managed system. The link between the Ministries of Agriculture and Irrigation needs to be strengthened so that the irrigation programme is need based and in line with the agricultural programmes.  The Irrigation Department should balance its manpower between civil engineers and agriculture engineers. While the former are needed for design and construction of civil work, irrigation planning is better handled by the latter that are trained in designing the system in accordance with the cropping pattern, water requirement for different crops and the water distribution system downstream. Development of shallow tube wells should be supported as they are individually owned and are better managed. However, they need to be regulated to avoid over-extraction of ground water. Subsidized loans for irrigation tube wells are economically justified and should be provided, if needed.
	Action: Development of better linkage between agriculture and irrigation.
FIPMO Contribution:  FIPMO members, expert in the field, can provide guidance in the development of appropriate policies and programmes to this effect.
· Issue: The government has been providing various subsidies in the agriculture sector under different programmes. However, subsidies are usually captured by well-to-do farmers rather than small farmers and an informal network of bichaulia or fixers develops to share the difference between the market rate and the subsidized rate of the input between the farmer and the public sector officials. There is plenty of anecdotal evidence to this effect in the present context. An independent review of subsidies should be conducted to assess their effectiveness in meeting the expected outcomes. In principle, investment in R&D to generate technologies, infrastructure development and market reforms yield greater payoffs than subsidies. Whenever, subsidies are provided they should be strictly targeted to the beneficiaries and are least prone to abuse by other. 
	Action: Review and streamlining of agriculture policies.
FIPMO Contribution:  FIPMO members can provide guidance on the review of and development of new policies on agricultural subsidy.
· Issue:  Although Nepal has become net food importing nation, there is a great potential for attracting market share of organic vegetables and fruits.  The export of fruits and vegetables, however, depends on the credibility and reliability of the system to monitor the farming of organic foods.
Solution: Creation of an institution or mechanism to monitor the farm conditions of organic farming in order to be able to certify the authenticity.
FIPMO Contribution: FIPMO members can provide advice and guidance in the establishment of a system or an institution to monitor and certify organic farming.
· Issue: Post-harvest losses and wastes are estimated to amount from 20 to 30 percent of agricultural production in Nepal.  Inadequate drying and storage practice also cause loss of nutrient and various diseases and health problems.  There is a need to address these issues through innovative approaches for post-harvest loss reduction and protection of the nutritional quality of food. Interventions could include e.g. extension training and subsidized hermetic bags for proper storage of food grains by smallholders.  It should be noted that preventing half of the post-harvest losses would be equivalent to 10 to 15 percent of productivity/yield increase, which will help boost the economy.
Action: development of policy measures to arrest post-harvest losses that has a potential to increase the food supply by 20%.
FIPMO Contribution: FIPMO members can provide guidance in the development of policies for reducing post-harvest losses and put an appropriate system in place. 
· Issue: There is an urgent need to provide the price incentive to agricultural producers. This will encourage investment to boost production and reduce import dependence for agricultural commodities. In addition to ensuring availability of improved seeds and fertilizers, the public sector must introduce some element of competition in the market through public procurement of major commodities, such as rice, wheat, and sugarcane. The farm gate prices are depressed in the post-harvest season and farmers are at the mercy of traders who have monopolistic market power.  The support prices are not announced in time, the procurement starts late in the post-harvest season and there is no mechanism to defend the support price by government agencies. 
Action:  It is timely to review policies for price incentive, including a support through public procurement in order to encourage agriculture production.
FIPMO Contribution: FIPMO members can provide guidance in the development of appropriate policies for pricing guaranteed procurement, and other matters relevant encouraging agricultural production.
· Issue: The agricultural statistics on area and yield as well as cost of production, inputs use, marketable surplus, trade flows and prices are not reliable for economic analysis and agricultural policy-making. There is no staff at the district level with the responsibility for data collection, which is a professional task that cannot be performed by anybody on ad hoc basis. 
Action: In order to avoid costly mistakes in agricultural policy and programme development, the agricultural statistics and economic analysis must be strengthened, including the Marketing Division in the Department of Agriculture. The division must be made strong professionally both in terms of number of staff quality of staff, as well as the leadership that appreciates its potential role and functions.
FIPMO contribution: FIPMO members can provide guidance in the review and development of a plan for strengthening the agriculture statistics system.
· Issue: Food quality and safety is a major public health concern in urban areas.  It is critically important that national standards is followed by food producers and processors to enhance food quality and safety based on Good Agricultural Practices (GAP), Good Veterinary Practices (GVP), Good Hygiene Practice, Good Manufacturing Practice, Hazard Analysis and Critical Control Points (HACCP) be developed and seriously implemented. Improving food safety would also benefit the tourism industry.
Action: There should a comprehensive effort with technical and budgetary support for raising public awareness, consumer education, market regulation and revision of the legal framework to protect people from adverse effects of unsafe food consumption. 
FIPMO Contribution: FIPMO members can provide guidance on development of food safety and nutrition policies.


B. Unemployment and labor issues
· Issue: We have a situation of high unemployment and mass outmigration of youths to foreign countries to take low paying jobs. Both skilled and unskilled workers are in short supply, costly and unreliable in all sectors of the economy. It is difficult to find them, and even if found, it’s difficult to retain them. The dependence on the labor from India is increasing. Lots of agricultural lands in the hills as well as in the Tarai are lying uncultivated, because of the shortage and high cost of labor. The government has declared minimum wages but its effectiveness is not ascertained. Lack of information about the demand for workers and wages in different sectors and locations and condition of service hinders labor mobility within the country, while brokers of private manpower companies scour the countryside to lure the youth to foreign employment. Women are lured for domestic work in foreign countries. While it is providing remittance income and eases the economic conditions, family ties are breaking down and children are not getting proper guidance and care to develop their latent potentials in absence of parents with huge negative socio-economic impact sapping the future development of the country.
Action: In this regard, we suggest a labor exchange to register persons seeking jobs at district or local bodies to promote domestic employment of Nepali labor. This should be an electronic database with information of the jobseeker’s name, address, age, qualification, skill, experience and expected salary, recorded for a small fee. The labor exchange could also be contact point for employers looking to hire people and they are also asked to register their details, including the number of people they require with specifics of the job, skill, qualifications, experience, preferred age and gender, duration of employment, location of work, salary and benefits. Use of the database should be available to registered job seekers and prospective employers, with some specific details about the job seeker and prospective employer available through the labor exchange at appropriate times. Pros and cons of providing access to this system to manpower agencies should be analyzed and decided. Establishment of labor exchange will provide information about the demand and supply of labor of different skills in different industries and at different locations. It will help craft policies and programmes for human resource development in line with the market demand, and will address the problems faced by both industries and the workers. It will also help implementation of the minimum wage policy and provide inputs for its adjustment. Finally, it could also add a facility to monitor issues faced by workers and employers, which could provide inputs for adjustment in labor policies to healthy industrial relations.
FIPMO contribution: FIPMO members with experience in beneficiary survey could advise on designing and monitoring appropriate systems for labor exchange.
C. Rebuilding and Reconstruction:
· Issue:  It is already three years since the April/May 2015 earthquake and yet a greater proportion of the affected people have not been rehabilitated. This matter should receive the highest priority of the Government. One of the immediate priority sectors of the Government could have been "Rebuilding / Reconstruction, Infrastructure Development and Governance" in partnerships with domestic as well as international partners.
Action: Provide low-cost housing to population affected by the earthquake of 2015.
FIPMO Contribution: FIPMO has a number of expert members with experience in different natural as well as manmade disasters in different parts of the world that could be useful to the Government.  The experience and skills of FIPMO members varies from shelter, water and sanitation, infrastructure, post-disaster rehabilitation and reintegration programs etc. FIPMO members are committed to giving back to community and nation building voluntarily, which the Government could tap.
D. Fiscal discipline
· Issue: Among the things identified in the white paper issued by the Finance Minister, one prominent theme is of fiscal discipline.  The breakage of the financial disciplines, the narrowing the scope of public revenue due to the expansion of informal economy, the role of the corruption perception index as an obstacle for economic prosperity, the challenges in governance from the irregularities and impunity in development works, the anarchy in the VAT returns, the erosion in the quality of tax assessment and investigations, a potential conflict of interest in the assessment and investigation of public revenue, and the need to arrest the decline in the fiscal discipline all highlight the corrupt economic situation.
All of the issues mentioned are, in some respect, caused by the lack of professional ethics in financial discipline.  Accountants and Auditors are generally the custodians of the financial disciplines – following approved standards without compromise (by accountants) and ensuring that the final results are the product of these standards (auditors).  In this respect, there are two problems that have to be addressed together.
Action 1: The role of accounting profession is not sufficiently recognized in the country.  While Chartered/Certified Accountants are universally regarded as accountants, the arrangement in Nepal displays the impression that Chartered/Certified Accountants are auditors.  For the Institute of Chartered Accountant Act itself classifies auditors as Chartered Accountant (professionally qualified) and registered auditors.  Therefore, the first action is to promote the concept that accounting is an important profession, and needs to be strengthened.  The second part of this action is to recruit professionally qualified accountants in positions that involves and requires dealing with accounting systems, specifically in public revenue.  More directly, Chartered Accountants should be recruited in the positions of tax assessment and revenue investigation.
Action 2: The second problem is that there is single institution in Nepal (Institute of Chartered Accountant of Nepal) that is responsible for education and training to produce professional accountants, for recognizing professional accountants educated and trained outside, and for registering (and therefore regulating) auditors.  These three functions have inherent conflict of interests that should be segregated.  Therefore, a separate independent body should be established outside ICAN to register, monitor, and take disciplinary action against auditors.  Such an arrangement would also entail recognizing those educated and trained outside ICAN as accountant and auditors after meeting prerequisites
FIPMO Contribution: FIPMO members with experience and expertise in accounting and oversight can provide advice and guidance in devising a regulatory system that places due emphasis on accountants, and also regulates the auditing profession.

E. Pension Fund
· Issue: The White paper identified problems associated with the increasing pension obligation.  While other measures mentioned have to be addressed, another significant issue that should be considered now is making provisions for pension, and not relying on pay as you go system.  Establishing a contributory fund for pension, similar to current provident fund, will not only attribute expenditure to the period and sector concerned, but also can open avenue for staff on development projects, that are not pensionable now, to become pensionable with fully funded pension at one point in the future. 
[bookmark: _GoBack]Action:  Review the current Provident Fund contributions, and pension regime to institute an equitable and affordable social security system for public sector employees. This was already included in the 2075-76 budget proposal.
FIPMO Contribution: FIPMO members with expertise in investment and actuarial arrangement can provide advice when required. 
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