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About Industry Status Report

The Industry Status Report (ISR) provides a comprehensive analysis on the state of various
industries in Nepal, leveraging an in-house survey. In Nepal, what explains misdirected
policy interventions aimed at private sector growth? The absence of periodically available
primary data on Nepali industries is one of the key reasons. Against this backdrop, ISR

is produced as an effort to promote evidence-based policy-making. Each quarter, CNI
Research Cell conducts an industrial survey and publishes this report to tease out changes
across critical variables that either promote or stifle growth in industries.

What does the survey cover?

o o &8 & &8 O
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Industry Status Report (FY 2081/82, Q4 Edition)

The Industry Status Report (FY 2081/82, Q4 Edition) has the benefit of comparing survey
data from four consecutive quarters. The current report covers the fourth quarter of the
fiscal year 2081/82. (i.e Baisakh 2081 to Asadh 2082). The data was gathered from the
survey conducted from July 20 to October 14 2025.

Apart from presenting the findings of the survey, each ISR covers one theme in depth.The
Fourth Edition of Fiscal Year 2080/81 covers ‘Nepal Infrastructure Summit 2024 First edition
of Fiscal Year 2081/82 covers Current Economic Scenario and Way Forward. The second
edition of Fiscal Year 2081/82 covers Budget Suggestion for Fiscal Year 2082/83. The third
edition of Fiscal Year 2081/82 covers Alternative Financing in Nepal. This fourth edition of
Fiscal Year 2081/82 covers the Footwear Industry in Nepal.



Number of surveyed
industries:

62 (0364

§
Average employment

per company:

286.23 (Q3 312.55)

\&rd/

Total employees covered:

17746 (0320003)

Average operational
capacity utilization:

65.32%  (Q373.00%)

=)

Share of loan on working
capital:

41.69% | (Q3 3841%)

il

Average revenue
growth rate:

10.81%  (031327%)

Average interest
rate on loans:

8.55% (03 9.11%)

E;/é

Average share of imported raw
materials by the manufacturing
industry:

44.56% (03 45.68%)

Note: Q3 in the parenthesis denotes the Third quarter of the FY 2081/82




COMPOSITION OF THE INDUSTRIES SURVEYED

— Tourism, Accommodation, Cement Manufacturing 3.23%
and Food Services 6.45% Cable and Wire Manufacturing 4.84%
Trade 8.06% Brewery 8.06%
Agro-Processing 3.23%
Agriculture 1.61% ]
. Manufacturing
Service Industry —LFMCG
Industry 53.23% 4.84%
46.77% '
Footwear
Manufacturing
1.61%
Other

Manufacturing

—L 9.68%

Paint Manufacturing 3.23%

L B

i o
Construction 3.23% L L Pharmaceutical 1.61%
. o ) . o
Ef:iucathlon 3.2.3 % . Automobile Plastic and Packaging 4.84%
Financial Service 6.45% Sector Steel Manufacturing 1.61%
IT 6.45% 1.61%
Other Services 11.29% SMES (less then 5 crore

annual turnover) 4.84%



METHODOLOGY

The Industrial Status Report (FY2081/82, Q4 Edition) is based on a quarterly
survey of 62industries.

The respondents are categorised under the Nepal Standard Industrial
Classification (NSIC) Code for the purpose of the survey and further
aggregated into two distinct industrial sectors: the manufacturing industry,
and the service industry. Since most of the agro-based industries in the
survey sample were involved in the agro-processing business, they have
been subsumed under the manufacturing category.

The sample was drawn from CNI member’s
network located across Nepal.

Questions are tailored to specific industries. E i
Respondents were asked questions, depending
on their respective industries, using a survey
platform called KoBoToolbox. The survey
questions are available online.

The basic assumption in this report rests on the E ﬁ

fact that the respondents have provided correct
information.

THE UNIT OF ANALYSIS

The unit of analysis is one industrial establishment.



BUSINESS PERFORMANCE

Periodic performance measurement is a vital part of monitoring the
growth and progress of any business. This section summarises the
performance of industries within key variables in Q4 2081/82 and
compares it with the survey responses from previous quarters.

INDUSTRY CAPACITY
UTILISATION: 65.32%

KEY INDUSTRY INSIGHT |

On average, the industries were
operating at 65.32% in Q4 81/82
whereas they were operating at
73% in Q3 81/82. During Q4 81/82,
the service industry was operating
at 64.72% which was 74.73% in
Q3 81/82.

The capacity utilisation of the
manufacturing industry in Q4
2081/82 remained at 65.85% while
it was 70.76% in Q3 81/82.

REVENUE TRENDS:
REVENUE
GROWTH: 10.81%

KEY INDUSTRY INSIGHT Il

In Q4 81/82, the across-industry-
average revenue growth rate was
10.81%, whereas it was 13.27%

in Q3 81/82. The revenue growth
in the manufacturing sector in Q4
81/82 experienced a rise by 7.73%
It was 13.62% in Q3 81/82.

INDUSTRY CAPACITY UTILIZATION

65.32

73.00

Across Industry

Average I 6235

Service
Industry

Manufacturing
Industry

Percentage

— I=

60.82

64.72

7473

56.74

69.74
64.28

65.85
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68.71

58.16
Percentage
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Il Q12081/082 Q42080/081

REVENUE GROWTH RATE

13.62 1431 13.52 15.62 1327
15 13.00 233

-3.55

Manufacturing
Industry

Service Industry Industry Average

I Q42081/082 [ Q32081/082 W Q22081/082
Il Q12081/082 Q4 2080/081



GROWTH IN MARKET
DEMAND 12.61% AND
*MARKET COMPETITION

83.330/0 (*Perception-based question)
KEY INDUSTRY INSIGHT Ill & IV

The survey result shows that the average
growth of demand for goods and services
was 12.61%. The highest recorded growth
rate was an impressive100%, while the
largest decline observed was a significant
51%. The demand of manufacturing
industries has increased by 5.76%.

Furthermore, on average 83.33% of the
surveyed industries perceived their goods
to be competitive in the market in relation
to imported goods, which gives optimism
to the domestic industries. The confidence
among the domestic businesses regarding
their competitiveness and sufficient
market demand for domestic products is

a critical factor for expanding a broader
industrial base in Nepal.

SHARE OF RAW
MATERIALS IMPORTED:
44.56%

KEY INDUSTRY INSIGHTV

The survey results show that
manufacturing industries significantly
rely on raw materials sourced from global
markets. Out of the total raw material
required, on average 44.56% of raw
materials was imported from the global
market in Q4 81/82. There has been

a decline in imports of raw materials

as compared to Q3 81/82 which was
45.68%.

DOMESTIC MARKET DEMAND AND COMPETITIVENESS

Percentage

100

83.33% 83.33%

60

40

12.61

5.76
0
Industry Manufacturing
Average Industry

B Domesticdemand [ Competitive

EXPORT: 33.33%

KEY INDUSTRY INSIGHT VI

In Q4 81/82, 33.33% of the respondent
manufacturing industries successfully
exported their goods. The export rate in this

quarter has remained unchanged at 33.33%,

the same as in the previous quarter. The
average proportion of exports out of their

production has increased from 33.34% in Q3
81/82 to 34.60% in Q4 81/82.These findings
suggest that firms are engaging in exporting
their products, the overall share of exports is

experiencing arise.

RAW MATERIALS IMPORTED

csss: | + 5¢

Q381/82 45.68
Q281/82 51.72
Q181/82 34.56
Q4 80/81 39.68

0 10 20 30 40 50

Percentage
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FINANCE

This section provides insights into the ability of industries to access
credit and prevailing interest rates.

G
SHARE OF LOAN SHARE OF LOAN ON WORKING CAPITAL
ON WORKING I : -
CAPITAL: 41.69% —3&41'
KEY INDUSTRY INSIGHT VII Across Industry [ 4319
Average
The result of the survey shows that in I .72
Q4 81/82, 41.69% of working capital .34
was met through credit from banks and S ;o
financial institutions whereas it was D 372
38.41%in Q3 81/82. Service I 30.87

ncst D %09

35.89

I ¢ 50

The average rate of interest in working
capital loan stands at 8.33% in Q4 81/82

which is a decrease from 9.29% in Q3 D 3927
81/82 Manufacturing [ 1.5

' ndustry D > |6

46.28
AVERAGE INTEREST o 10 2 30 40 50 6o
RATE: 8.55% bercenta
ge
KEY INDUSTRY INSIGHT VIII
H Q481/82 M Q381/82 W Q281/82

In Q4 81/82, the average interest rate on HQis1/82  Q480/81
loans was 8.55% whereas it was 9.11%
in Q3 81/82.

In Q4 2081/82, average interest rates on
loans for manufacturing industries was
8.17% while for service industries it was
8.96%.

AVERAGE INTEREST RATE

_ Q480/81 | Q181/82 | Q281/82 | Q381/82 | Q481/82 | WCL Interest

Across Industry Average 10.52 9.86 9.18 9.11 8.55 833

Service 10.52 10 9.58 9.05 8.96 8.71

Manufacturing 10.59 9.73 8.75 9.18 8.17 8.03

70



SKILLS AND EMPLOYMENT

This section highlights the trends in employment and skills

of the employees in the industries.

-
TOTAL EMPLOYMENT: 17746

KEY INDUSTRY INSIGHT IX

The surveyed industries employed 17746 staff
in total. On average, an industry establishment
employed 286.23 individuals, with the range
being 3-5000. This indicates, on average, CNI
member networks comprise large business
enterprises.

With10220 employees, the manufacturing
industry is the largest employing sector, followed
by the service sector with 7526 employees.

Average employment among sectors: The
manufacturing industry was at the top with
309.70 jobs while the service sector was right
behind with 259.52 jobs.

New Hiring: 602

The surveyed industries collectively hired a total
of 602 new staff members, while the number

of applicants were 3495. This indicates that, on
average, more than 5.80 individuals applied for
one announced position.

SKILL GAP AND TRAINING:
27.37% RECEIVED TRAINING

KEY INDUSTRY INSIGHT X

The survey result shows that across sectors
27.37% of the total employees received training
during Q4 of FY 81/82. The service industry sector
trained around 27.73% of the total workforce,
while the manufacturing industry sector provided
training to 27.07% of its employees.

EMPLOYMENT IN SURVEYED INDUSTRIES

18000

15000 — | 10220

12000 ———

17746

9000 — L /7730
— Jobs

Numbers

6000 ——

3000 7526

07

Manufacturing Industry [ Service Industry

SHARE OF EMPLOYEE THAT RECEIVED TRAINING

Industry L
Service Industry 27.73
Across Industry 27.37

Average

0 10 20 30 40

Percentage




INDUSTRIAL ECOSYSTEM

This section focuses on the various aspects of the regulatory
environment, transportation and infrastructure that have a direct
bearing on the competitiveness of industries.

EXPERIENCE WITH
GOVERNMENT ONLINE
SERVICE

KEY INDUSTRY INSIGHT XI

Although the government has been
prioritising digitization of the economy,
the survey results reveal that respondents
on average were not delighted with the
quality of online services provided by
various public entities. When asked to
rank the quality of services on a scale

of 1 to 10 (with 1 being the lowest and

10 being the highest) 15 respondents
ranked the service. The average

score of respondents was 4.33. The
manufacturing-industry responded with
a score of 4.08, while the service industry
with an average score of 4.50.

CONSTRAINT TO CURRENT
OPERATIONS OF BUSINESS

KEY INDUSTRY INSIGHT XIlI

The surveyed respondents identified

that the top three constraints for the
business operations in the Q4 of FY 81/82
were,political instability, prevailing tax
rates and tax administration.

For the manufacturing and service sector
the top issue was political instability.

Government online service | Q4 81/82

Manufacturing Industry 4.08
Service Industry 4.50
Across Industry Average 4.33

GOVERNMENT ONLINE SERVICE

Manufacturing 4.08
Industry
Service Industry 450
0 2 4 6 8
Percentage

Major Constraints

= Political instability,
= Prevailing tax rates,
= Tax Administration



UTILITIES

ELECTRICITY:5.67 OUT OF 10
FOR QUALITY OF ELECTRICITY
SUPPLIED

KEY INDUSTRY INSIGHT Xill

The survey result showed 72.41% of the
industries still use generators as the quality
of electricity is not reliable. The respondents
also mentioned, since the electricity supply
provided by NEA is from a common feeder
for an area, this reduces the reliability so a
separate feeder is essential for commercial
purposes. Those manufacturing industries
using generators as alternative sources of
energy stated there is an additional 11.73%
of cost increase due to the use of generators.

In response to the question that was asked
to the respondents to rate the quality of
electricity provided in the scale of 1 to 10,
with one being the worst and 10 being the
best, the average response was 5.67.

MAJOR CHALLENGES

Out of the 62 respondents, 44 responded

to the question, and they had the option

to select up to 3 choices from a total of

11 options regarding major challenges of
business. Among the responses, excess
competition affecting price margins,
unauthorized goods in the market and

under invoced by competitors were the most
common responses that respondents wanted
to solve.

Major Challenges

Excess Competition Affecting Price Margins
Unauthorized goods in the market

Under invoiced by competitors
Low Disposable Income Among Nepali Consumers

ELECTRICITY QUALITY

Score

10

Manufacturing

Service Across Industry
Average

M Electricity Quality m Generator Use

TRANSPORTATION AND
LOGISTIC HURDLES

The respondents identified major
challenges of transportation and
logistics as administrative hassles on
road, quality of roads and frequent
road blockage.

Transportation and Logistic Hurdles

Quality of Roads
Frequent road Blockage

Administrative Hassles on Road

Share of Logistic Cost

Among the 62 respondents, 56.45%
responded, indicating that the
average share of logistics costs in total
production costs is 12.04%.

Percentage



BUSINESS OUTLOOK

This section presents the confidence level of surveyed industries
for their own business and aggregates responses regarding
investment plans for the next quarter.

BUSINESS
CONFIDENCE:
MODERATE

KEY INDUSTRY INSIGHT XIV

On the whole, industrialists are not
optimistic that their business is going to
perform well for the next 3 months. When
asked to rank the favorability (confidence
measures) for their business on a scale of

1 to 10 (with 1 being the least favourable
and 10 being the most favourable) in terms
of revenue and investment opportunities,
regulatory environment, access to finance,
labour and better utility facilities, the
across-industry-average score is 5.5.The
manufacturing industry is comparatively
less confident as per the survey
respondents. This can be a result of the
unfavourable macroeconomic situation.
Key Indicator XIV paint a moderate
environment for businesses currently.

66.13% HAVE NEW
INVESTMENT PLANS

KEY INDUSTRY INSIGHT XV
The survey result shows that 66.13% of

respondents have new investment plans for
the upcoming quarter. Among respondents

from the manufacturing sector, 54.55%
have a new investment plan. Similarly,

among respondents from the service sector

79.31% have planned for new investment.
However, 33.87% of respondents said they
do not have any plans for new investment
in the upcoming quarter.

HOW FAVORABLE IS REST OF THE FISCAL
YEAR FOR YOUR OWN BUSINESS?

I 546

5.52

Across
Industry EE I 5.39
Average [ /39
517
0 2.0 4.0 6.0

MQ42081/082 MW Q32081/082 M Q22081/082
W Q1 2081/082 Q4 2080/081

NEW INVESTMENT PLANS

Wl Yes W No

33.87%
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Footwear Industry
in Nepal

BACKGROUND

The footwear industry of Nepal is often
overshadowed by the other sectors but
still holds a significant history, cultural
values and the economic evolution of
the country. Primitively it was a cottage
industry producing footwear to fulfill the
local demand using the locally available
raw materials such as leather and natural
fabrics. Traditional designs were in use
while making the footwear showcasing
the skill of the skillful artisans.

The modern industrialization of footwear
manufacturing in Nepal began to take
shape with the establishment of larger
factories, such as the Bansbari Leather
Shoe Factory in 2022 BS. However,

the sector’s significant growth and
formalization largely accelerated after the
liberalization of the economy in the early
1990s, making the way for greater private
sector participation. This period saw the
emergence of established Nepali brands
like Goldstar, which began as a family
business in the mid-1970s and has since
grown to become a household name.
Other local brands like Caliber, Dochaa,
and Shikhar have also contributed to the
sector’s expansion.

Currently, 1,500 companies are
manufacturing 30 million pairs of
different types of footwear annually. This

sector is providing employment to 60,000
persons, 30 per cent of whom are women
and among them 20 percent of women
are in administrative jobs.

CURRENT STATUS

In recent years, the footwear sector

has seen increasing production as well
as promising export performance.

Many footwear producing companies
already exist and new investment is
responding to increasing demand. Some
of the highly mechanized companies
are targeting export markets due to a
decline in domestic demand over the
past three years, which has recently
begun to improve. The footwear sector
is labour intensive and provides good
employment opportunities. The sector is
also conducive to female workers and has
minimum environmental impact that is
easy to manage. According to the Value
Chain Analysis of GIZ (2017), footwear
producing companies are classified as
Follows:

Large Manufacturers: There are six
major manufacturers in Nepal, each with
an estimated daily output exceeding
10,000 pairs of footwear. One such
example is Kiran Shoe Manufacturers,
known for producing sports shoes using
fully automated, computer-controlled



machines. Its Gold Star brand enjoys
strong recognition in both Nepal and
India. Another prominent manufacturer
is Shikhar Shoe Industries, which has built
a solid reputation for producing a wide
range of footwear, including sports shoes,
slippers, leather shoes, and specialized
products like police and army boots.

Medium Manufacturers: There are
15 medium manufacturers with daily
production capacity of more than 500
pairs of footwear.

Small Manufacturers: There are around
300 small manufacturers all over the
country that have daily production
capacity of approximately 100 pairs of
footwear.

Micro-level Manufacturers: There are
around 1,200 micro-level manufacturers
all over the country which produce 500 to
6,000 pairs of footwear annually.

INTERNATIONAL TRADE OF FOOTWEAR

INTERNATIONAL TRADE
STATUS OF FOOTWEAR

Nepal's imports are dominated by

India and China. In FY 2081/82, out of

a total 16.38 million pairs of footwear
imports China was the largest supplier of
footwear, accounting for 81.82% of the
total import value, followed by India with
14.82%. (Department of Customs, 2025)

On the other hand Nepal'’s footwear
exports are almost entirely dependent
on a single market India, which accounts
for approximately 99.02% of total export
4.75 million pairs in FY 2081/82. This
overwhelming concentration of exports
on one partner makes the entire industry
dangerously susceptible to policy
changes and trade barriers imposed by
India.
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GLOBAL SCENARIO

The global footwear market was valued
at USD 463.87 billion in 2024 and is
projected to grow to USD 495.46 billion
in 2025, eventually reaching USD 789.52
billion by 2032, reflecting a healthy
CAGR of 6.88% between 2025 and 2032
(Fortune Business Insights). Asia Pacific
emerged as the dominant region with a
32.07% market share in 2024, primarily
driven by China’s large population fueling
huge market consumption and India’s
rapid urbanization that are boosting
demand. Meanwhile, the United States
remains a key market, particularly for
athletic and smart footwear, where
consumer preference for innovation,
comfort, and performance continues to

Reciprocal Tariffs

China

European Union

Vietnam

Taiwan

Japan
India

]

South Korea

5
Thailand 7z
Switzerland 61
Indonesia 649
‘Malaysia 47%
Cambodia 97 %
United Kingdom 10%

Ano/

drive growth. Overall, rising disposable
incomes, lifestyle changes, and growing
fashion consciousness worldwide

are shaping the market’s expansion
trajectory.

Reciprocal Tariff Adjusted
The US has announced that all
imported goods will be subject to a
minimum tariff of 10 percent,

Country Reciprocal Tariffs Adjusted

Vietnam 20%
India 50%
Cambodia 19%
Bangladesh 20%

Based on this, the US has imposed an
additional 10 percent tariff on Nepal’s
imports.
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= Nepal can benefit from this as the
additional customs duty imposed
on it is lower than that imposed on
other countries who are big players
in footwear such as India, Vietnam,
Cambodia, Bangladesh.

= USA can be the major market for
footwear of Nepal

Footwear Import by USA in 2024

Countries Footwear Import (USD, Bn)

China 28.39

Vletnam 10.28

Cambodia 0.93

India 0.46

Bangladesh 0.25

Source: ITC

GLOBAL MARKET FOR

NEPALI FOOTWEAR

India is the second-largest global
producer of footwear after China,
accounting for 11.63% of global
production, with an annual output of
2,065 million pairs. Out of this, India
exports about 115 million pairs, and in
2024, footwear exports to the United
States were valued at $457.66 million,
reflecting India’s significant share in
the U.S. market. However, with the U.S.
imposing a 50% reciprocal tariff on Indian

footwear compared to only 10% on
Nepalese products, Nepalese footwear

is expected to become comparatively
more competitive in terms of pricing.

This creates a promising opportunity for
Nepal to emerge as a reliable supplier to
the U.S. market. Additionally, footwear
manufacturers may consider investing

in Nepal to avoid USA high tariffs. But

it can be risky for domestic footwear
manufacturers including SMEs and
MSMEs. Nepalese footwear manufacturers
can be crowding out by mega
manufacturers from India. It can be solved
through the Joint Venture (JV) model

of Indian and Nepalese manufacturers.
Furthermore, it will increase efficiency and
technological advancement of Nepalese
manufacturers.

However, just as with the opportunities
created for other sector like garments
and carpets by the reciprocal tariffs, the
opportunities for the footwear sector
must be safeguarded against trade
deflection in view of the open border
with India. The mechanism to prevent
trade deflection must be strengthen
which will help all sectors eying the new
opportunities in the US market and,
ultimately, import-competitive sectors
as well.



MRS. VIDUSHI RANA

OB Member, CNI
Executive Director, Kiran Shoes
Manufacturers

The Nepalese footwear industry is a
growing market, with a current annual
value of NPR 3500-4000 crore and a
consumption of about 80 million pairs in
the fiscal year 2080/81. On average, every
Nepali consumes 2.7 pairs of shoes per
year. Of the total consumption, 35% is
supplied by local production (around 28
million pairs), 36% from official imports,
and nearly 34% from unaccounted or
smuggled goods. The industry has a

turnover of approximately NPR 25 billion
annually.

A major challenge for the industry is
competition from smuggled goods,
which account for about 27 million

pairs annually, roughly one-third of

the market. Stronger law enforcement,
digital invoicing, and border monitoring
are considered essential to combat

this. Doing so would protect domestic
producers and recover an estimated NPR
5-6 billion government revenue loss each
year. The industry’s capacity utilization

is less than 50% due to these issues and
infrastructure bottlenecks.

While exports are currently small at about
4.3 million pairs, there is strong potential
for growth. Nepal has a cost advantage
because raw materials imported for
exports are duty free. The exchange rate
with the Chinese Yuan (RMB) is more stable
compared to USD/INR fluctuations, making
direct road trade from China more cost
effective than routing goods via sea and
India. Additionally, US tariffs on Chinese
footwear have led global buyers to seek
alternatives, a gap that Nepal can fill.

To become a more competitive
exporter, Nepal must address significant
operational challenges, particularly
with its logistics infrastructure. The

road customs points with China

Kerung, Tatopani, and Korola are not



FY 2080/81

Pairs sold (in Mn)

Sale value (NPR Bn)

Population 29.64

Per capita consume 2.70

Market size pairs 80.02 25.21

Local Production (35%) 28.01 8.82

Imports 28.92 9.11

Unaccounted 27.39 8.63

Exports (4.30) (1.35)
80.02 25.21

fully functional. Tatopani and Kerung
frequently shut down due to landslides
and delayed road repairs, causing raw
material delays of weeks during peak
season and affecting the ability to deliver
exports on time. Political instability

also makes global buyers cautious. For
example, a recent political protest forced
one factory to close for six days, putting
people and assets at risk.

Policy reforms and incentives are needed
to attract more investment. These include
providing a stable industrial environment,
reliable road infrastructure, and utility
incentives like fair electricity tariffs and
rental support. Implementing zero import
duty on manufacturing machinery would
make it affordable to upgrade to the
latest technology, potentially increasing
productivity by 20-30% and attracting
more Original Equipment Manufacturer
(OEM) partnerships. Currently we are also

doing OEM for Refa tape and other
brands. Additionally, the inclusion of
Nepali footwear in duty free import
categories to the US would make
products even more competitive.

The industry can differentiate itself
in premium markets by focusing on
sustainable production and unique
branding. This includes using eco-
friendly materials and incorporating
“Made in Nepal”branding to
symbolize ethical manufacturing
and craftsmanship from the
Himalayas. The industry contributes
significantly to the economy, with
tax contributions amounting to
about 5-10% of sales.



MR. RUDRA PRASAD
NEUPANE

President, Footwear Manufacturers’
Association of Nepal (FMAN)

According to Mr. Rudra Prasad Neupane,
the domestic footwear segment currently
occupying 70 to 75% of Nepal’s total market
share is experiencing consistent annual
growth, alongside overall expansion of

the country’s footwear industry. Nepal
exports approximately 5 million pairs of
shoes annually to foreign markets. However,
Mr. Neupane emphasized that Nepal's
current tariff rate for footwear exports to
the United States stands at 47% (37% base
tariff plus 10% additional duty), which
poses a significant challenge to price
competitiveness.

He identified opportunities for targeting
Nepali diaspora communities abroad as

a promising market segment, especially

in the US and India. In his view, footwear
manufacturers should not limit themselves
to selling shoes as mere products; instead,
they should sell the “originality” of Nepali
craftsmanship as part of their global brand
identity.

From a technological perspective, Mr.
Neupane stated that the adoption rate of
new manufacturing technologies is high
throughout the year, which strengthens the
industry’s ability to respond to changing
consumer demands. However, he raised
concerns regarding unauthorized (grey)
trade, urging the Government of Nepal to
impose strict bans on those responsible. To
curb the influx of waste or rejected goods
from countries such as India and China,

he suggested that allimported footwear
should be labelled “Only for sale in Nepal”

and comply with strict import regulations,
including Maximum Retail Price (MRP)
printing, importer labeling, and ownership
identification. In cases of defective or
damaged goods, the importer should

be held legally liable. Furthermore, he
recommended that grey market operators
be brought under the tax net to create a
level playing field.

On taxation, Mr. Neupane reported

that the current duty on raw materials
(including soles) is 20%. He argued that
reducing this rate to 5% or less would

help minimize unethical practices such as
theft and illegal sourcing. In contrast, he
expressed satisfaction with the 1% import
tax on footwear manufacturing machinery,
considering it supportive for industrial
growth.

The footwear sector directly employs
approximately 70,000 individuals, with the
potential to increase this number to 100,000
under full operational capacity. In financial
terms, the total footwear market turnover
(including both imported and domestically



produced products) stands at NPR 10
billion, of which NPR 7.5 billion is generated
from Nepali-made footwear. With optimal
utilization of production capacity, this figure
could reach NPR 16 billion.

competition among domestic brands,
warning that such practices could
undermine long-term industry growth
and weaken collective competitiveness
in the face of rising imports and global

competition.
Nonetheless, Mr. Neupane expressed

concern over the emergence of unhealthy

MR. DINESH SHRESTHA

Marketing Manager,
Blackhorse Shoes, Nepal

Mr. Shrestha shared that the Nepali
footwear industry is currently
struggling with several operational
and policy-related issues that hinder its
growth and competitiveness. One of
the major concerns is the inconsistent
supply of raw materials, along with
political instability and frequent strikes,
which cause delays in payments and
disrupt business operations. The

lack of skilled labor has also limited
productivity and overall efficiency
within the sector.

When discussing production capacity,
the Manager mentioned that
Blackhorse Shoes has the capability to
produce around 800-900 pairs of shoes
daily under full operations. However,
due to the existing challenges, the
company is currently managing to
produce only 400-600 pairs each day.
This significant gap highlights how
external and internal barriers have
impacted the firm's performance and
output levels.

Despite these obstacles, the Manager
remains optimistic about the potential
of the Nepali footwear market. He
believes that by maintaining strong
quality standards and building

a distinct brand identity, local
manufacturers can strengthen their
position in the domestic market.
Emphasizing authentic craftsmanship
and increasing consumer trust in
Nepali-made products could further
help the industry compete with
international brands and meet the
rising demand.

The company takes great pride

in creating footwear that reflects
comfort, quality, and timeless

style. With a strong belief that true
confidence starts with what one
wears, the brand is committed to
ensuring each product offers long-
lasting durability, effortless comfort,
and an undeniable touch of elegance.



LEGAL AND POLICY
BOTTLENECKS

The footwear industry in Nepal faces
several legal and policy bottlenecks that
hinder its growth and competitiveness.
Issues such as underbilling and under-
valuation during imports distort fair
market practices. Despite having the
potential to process leather domestically,
Nepal continues to export semi-processed
leather and import processed leather

at higher costs, adding to production
challenges. The industry is also heavily
dependent on imported raw materials,
which increases vulnerability to price
fluctuations and supply chain disruptions.
Furthermore, unhealthy competition,

exemplified by practices such as the
Jutta Mela, undermines fair pricing and
discourages sustainable growth of local
manufacturers.

Unauthorized trade poses a significant
threat to Nepal’s footwear industry,
particularly due to the open border with
neighboring India. As highlighted in the
2021 census, over 15 million people live
in the Terai region, where open borders
make Indian markets more accessible. This
has led many residents to prefer cheaper
Indian goods, unknowingly fueling the
gray market and creating substantial
challenges for domestic footwear
manufacturers who struggle to compete
under such conditions.



WAY FORWARD

The footwear industry of Nepal carries

a significant opportunity to become an
important player in the global footwear
market. However, due to several tangling

challenges and hurdles it is stuck beneath.

With adequate source of raw material

for footwear Nepal is still relying on the
global market to fulfill the demand of it.
The solid reason behind all these seems
to be the policy bottlenecks, lacking

in skilled human resources, unhealthy
competition among the domestic
industries, open border with India,
inefficiency of regulating authorities, etc.

In order to effectively address these
challenges and overcome existing
hurdles, the following measures are
proposed as the way forward:

= Control unauthorized trade by proper
implementation of controls, checks
and regular audits at custom points.

= Introduce applicable safeguards,
anti-dumping and countervailing
measures.

Regular and strict supervision by
regulating bodies.

Focus on high value luxury footwear
production

Develop skilled manpower through
targeted training programs in
footwear design, production, and
quality assurance.

Incentivize domestic value addition
in processed leather through tax
rebates, subsidies, or policy support
to reduce import dependency.

Establish leather collection and
processing facilities to utilize high
quality goat and sheep leather that is
currently going to waste.

Encourage R&D investment and
product branding.

All footwear manufacturing
machinery imports must be duty free.






the big corporate houses of Nepal, Nepali blue-chip
companies, joint venture companies, etc. spread
across a wide and diversified spectrum of industries.

About CNI

The Confederation of Nepalese Industries (CNI) was
established by the captains of Nepal’s industrial and
corporate sector on April 17, 2002. Its core mandate
is to help enhance the business environment for the
private sector.

It has a membership base consisting of nearly all of

About CRC

CNI Research Cell was established due to a dearth
of evidence-based research on Nepali industries,
especially based on primary data. CNI aspires to be
a trusted development partner of the Government
of Nepal. The data and research generated by CRC is
transparent, unbiased and will be kept confidential.
The team comprises Director Mr. Ravi Kumar Prajapati,
Senior Executive Mr. Chetman Syangtan and Senior
Executive Mr. Prasanna Pokhrel.
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