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Significance of Fixed Assets
to Nepalese Public Corporations

Radhe Shyam Pradhan® and+Jay R'am Regmi**

Introduction

The fixed assets decisions made today determine the future success of any corporat-
ion. The long term survival of the corporation is affected by these decisions which is
indicated by the requirement that important investment decisions must be approved
from the top level executive. The decisions to invest in fixed assets influence import-
antly the overall growth of the corporation. The fixed assets decisions are perhaps

the most important ones the financial manager makes

Fixed assets decisions are important as they have 1mphcations over a longer
period of time. Here, the financial manager has to deal with the future which
is quite uncertain. If excessive fixed assets affect the profitability position, inade-
quate fixed assets make the corboration unable to compete ‘with other rival firms.
The greatest difficulty with fixed assets is* that it involves the investment of large
amount. Since, the larger investment has to be made for a longer period of time,
fixed assets management is consldelably 1mp0rtant to any corporatlon

This article mainly aims at assessmg the 51g111ﬁcance of size of investment in
fixed assets by manufacturing and non-manufacturing public corporations of Nepal.
Specifically, it indicates the size of investment in fixed assets over a period of

time followed by pointing out need to to control —investment therein.

This article deals with the pertinent questions like whether or not investment
in fixed assets has really been increased in Nepalese corporations over time; whether

* Mr. Pradhan is a Lecturer in Financial Management at the Faculty of]\lanagemenf Tribhuvan University

Kritipur.
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fixed assets management assumes greater significance to manufacturing corporations or
non-manufacturing corporations; and whether need to control investment in fixed

assets is more urgent to manufacturing or non-manufacturing corporation.
Study Methodology

This article is based on desk study consisting of studying Profit and Loss
Accounts and Balance Sheets of selected corporations.  The article is, therefore,
completed with the help of secondary data only.

At present, there are more than 60 public corporations in Nepal and it is
not within the capacity of this article to include them all. For the purpose of
this article, the corporations are divided into two groups as manufacturing and
non-manufacturing corporations. A total of five corporations are selected from
manufacturing corporations and seven from non-manufacturing corporations for the
study, leading to the sample size of about 33 per cent.

In the course of study, the Profit and Loss Accounts and the Balance Sheets

were found available for 31 corporations only. Hence, sample corporations were
selected from among these corporations.

In both of the sectors, corporations were so selected that they become
representative of large and small corporations. A corporation has been consid-
ered small if its total assets is Rs. 100 million or less. The number of small
and large corporations selected for the study is shown in Table 1.

Table 1

Selection of Corporations for the Study

Total assets Number of Corporations

: Total
(in 2035 - 36 ) Manufacturing Non - manufacturing
More than Rs. 100 :
million (large) 1(3) 2(5) 3(8)
Rs. 100 million ‘
or less (small) 4 (10) 5(13) 9 (23)
Total 5(13) - 7-(18) 12.(31)

Source: HMG/N, Annual Report ‘of the Auditor General (In Nepali version ) -, Office of
the Auditor General, Kathmandu, 2037. :

Note : Figures in parentheses indicate the number of Public Corporations tor which
Profit and Loss Accounts and Balance Sheets  were found  available.
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Thus, out of eight large corporations, three corporations were selected for
the study, one from manufacturing corporations and two from non - manufac -
turing corporations. Similarly, out of twenty - three small corporations, nine cor -
porations were selected for the study ; four from manufacturing corporations and
five from  non - manufacturing corporations. Thus altogether five corporations
from manufacturing corporations and seven from non-manufacturing corporations
were selected for the study which are shown below:

From Manufacturing Corporatiens

L.~ Balaju Textiles (BT) (Rs.  10.410 million)
2. Bansbari Leather and Shoe Factory (BLSF) (Rs.  26.239 million)
3. Brick and Tile Factory (BTF) (Rs. 15313 million)
4. Dairy Development Corporation (DDC) (Rs.  51.652 million)
5. Janakpur Cigarette Factory Jcr) (Rs. 156.943 million)
From Non - manufacturing Corporations
. Agri. Lime Industries (ALI) (Rs. 5.468 million)
2. Cottage Industry and Handicrafts

r ~ Emporium (CIHE) (Rs. 10.195 million)
3. Nepal Industrial Development

Corporation (NIDC) (Rs. 368.353 million)

4. Royal Nepal Airlines  Corporation (RNAC) (Rs. 304.054 million)
5. Tobacco Development Cempany (TDC) (Rs.  17.369 mfllion)
6. Eastern Electricity Corporation (EEC) (Rs.  42.897 million)
7. Fuel Corporation (FC) (Rs.  10.976 million)
 Note Figures in parentheses indicate total assets for 2035 - 36.

Source : As in Table 1.

The corporations from non - manufacturing sector were selected from different
categories e.g., Agro - Lime Industries from agriculture, torestry, mining and quar-
rying, Eastern Electricity Corporation fiom electricity and water, Tobacco Devel-

- opment Company, Cottage Industry and Handicrafts Emporium and Fuel COTpor-
ation from wholesale and retajl trade, and Nepal Industrial Development

Corporation from financial corporations. Three corporations were selected from
wholesale and retail trade as this sector has more corporations.

The study period chdsen is from 2029—30 to 2036—37. The necessary financial

data were collected for eight years from 2029 - 30 for the above mentioned
corporations. These data  have been presented in  Annexes,
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There are several ways with the help of which one can assess the need to
control investment in different types of assets. But in this article, the need to
control invesiment in asseis has been assessed on the basis ot the relationship of

assets to sales.

Significance of Investment in Fixed Assets

The relationship between fixed assets and growth in sales is close and direct.
Generally, every increase in sales should be followed by the increase in fixed assets.
A corporation operating under full capacity cannot increase sales without making
addition in its fired assets. Hence, the study of fixed assets is also of great
importance.

The average investment in fixed assets by Nepalese corporations is shown in
Table 2. On an average, Nepalese public corporation invested Rs. 13.046 million
in fixed assets in 2029-30 which increased to Rs. 29.801 million in 2036-37
( 2.28 times ). On an average, a nianufacturing corporation invested Rs. 6.225 million in
fixed assets in 2029-30 which increased to Rs. 16.793 million in 2036-37 ( 2.70 times ).
Similarly, -a non~manﬁfacturing corporation on . an average invested Rs. 19.867
million in 2029-30 which increased to Rs. 42.809 ‘million in  2036-37 ( 2.15 times).
In terms of rupee amount of investment, non-manufacturing corporations have more
investment in fixed assets than manufacturing corporations. However, the increase in

fixed assets is more r1apid for manufacturing corporations.

Table 2
Average Investment in- Fixed Assets

( Rs. in '000 )

Year Manufacturing ' Non-manufacturing Public Corporation

Corporation Corporation (National Average)

Amount  Index - Amount  Index Amount  Index
2029-30 o 6225 100 o 19867 100 13046 100
2030-31 7946 128 15783 79 11865 91
2031-32 10152 163 14195 71 12174 93
2032-33 . . . 12275 197 14312 12 13294 102
2033-34 14248 229 15581 78 , 14915 114
2034-35 13613 219 28541 144 21077 162
2035-36 13566 218 - 25690 129 19628 151
2036-37 16793 270 42809 .. 215 029801 228

Source : Annex 2.
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In Nepalese corporations, much of the erowth in fixed assets can be attri-
buted to inflation. When inflation adjusted average investment in fixed assets by these
corporations is considered, there bas been mno growth in investment in fixed assets
.over time as is indicated in Table 3.

Table 3
Inflation Adjusted Average Investment in Fixed Asseis

( 2026-27=100)
( Rs. in *000)

Year Manufacturing Non manufacturing Public Corporations

Corporations Corporations (National Average)

Amount - Index Amount Index Amount Index
2029-30 5020 100 16022 100 10521 100
2030-31 5228 104 10384 65 7806 74
2031-32 5260 105 7355 46 6306 60
2032-33 6199 124 7228 45 6714 64
2033-34 6476 129 7082 44 6779 64
2034-35 5950 119 12518 78 9234 88
2035-36 5426 108 10276 64 7851 75
2036-37 5913 118 15073 94 10493 99.7

Source : Annexes 1 and 2.

There has been increased in the inflation adjusted average investment in - fixed
assets tor manufacturing corporations but there has been no increase in the inflation
_adjusted average investment in fixed assets for non-manufacturing corporations over
4 period of time.

The next aspect of the study has been concentrated upon assessing the signi-
ficance of investment in fixed assets. Table 4 shows the average investment in fixed assets
in Nepalese corporations. On an average, Nepalese public corporations invested 34 per
cent of total assets in fixed assets in 2029-30 which increased up to 37 per cent in 2036-37,

Nevertheless, investment:in fixed assets is lesser than 31 per cent for manu-
facturing corporations and 14 per cent for non - manufacturing  corporations. The
proportion of fixed assets to total assets once reached a peak of 49 per cent
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Table 4

Average Proportion of Fixed Assets to Total Assets

( In per cent )

Year Manufacturing Non - Manufacturing Public Corporations
Corporations Corporations (National Average)
2029 - 30 49 19 34
2030 - 31 45 14 30
2031 - 32 43 23 33
2032 - 33 48 25 37
2033 - 34 45 32 34
2034 - 35 32 39 36
2035 - 36 31 31 31
2036 - 37 38 36 ©37

Source: Annex 2.

for manufacturing corporations and 39 per cent for non - manufacturing corporations.
All these indicate that investment made in the form of fixed assets is huge and
hence proper attention is to be paid to its management.

Investmeut in fixed assets by manufacturing corporations declined from 49
per cent in 2029—30 to 38 per cent in 2036—37 while it increased from 19 percent
in 2029—30 to 36 precent in 2036—37 for non—manufactuting corporations. It
thus shows that manufacturing corporations have started depending more upon
the current assets  while the situation is opposite for mnonmanufacturing
corporations.

The wvariability in the average proportion of fixed assets to total assets is
more for non-manufacturing corporations compared to manufacturihg corporations:

It shows lack of consistency in the policy relating to fixed assets on the part of
of non-manufacturing corporations.

Previously, fixed assets management assumes greater significance to manufacturing
corporations  as their investment in ‘fixed assets exceeded investment in fixed
assets by mnon-manufacturing - corporations. For example, manufacturing corporation
invested on an average 49 per cent of total assets in the form o fixed assets
while non-manufacturing corporation invested on an’ average 19 per cent of total
assets in. the form of fixed ~assets in 2029-30.Similar is the case for the fiseal
years 2030-31, 2031-32, 2032-33 and 2033-34. But ip recent years, O
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and non-manufacturing corporations do not differ much in terms of investment
in fixed assets. Hence, fixed assets management assumes greater significance to

both manufacturing and nonmanufacturing coiporations in recent years.

In order to find out which of the individval corporations has the highest
investment in fixed assets, the proportions of fised assets to total assets i3

shown in Table 5 for sample corporations.
Table 5

Proportion of Fixed Assets to Total Assets for Selected Corportions
k ( Tn per cent )

Corporations 2029 2030 2031 2032 2033 2034 2035 2036 Range

- 30 - 31 - 32 - 33 - 34 -35 -3 -37

Manufacturing

1. BT 54 55 56 79 69 60 57 56 25
b 2. BLSF 44 35 20 24 20 15 17 20 29

3. BTF 67 63 59 56 51 12 12 41 55

4. DDC 67 55 60 66 64 53 49 59 8

5. JCF 11 18 19 16 21 20 19 14 10

Non - manufacturing

6. ALI - 3 3 23 75 72 68 80 77

7. CIHE 9 8 9 7 6 5 4 4 5

8. NIDC 1 1 1 1 1 1 0

9. RNAC 68 57 47 45 43 86 44 49 43
i‘ 10. TDC 4 5 6 13 § 11 11 6

11. EEC - - 75 75 81 84 79 76 9

12. FC 15 10 19 11 8 16 14 - 11
F Source: Annex 2.

Among the manufacturing cotrporations, Balaju Textiles and Dairy Development
Corporations have highest investment in fixed assets. Over a period of eight
years, investment in fixed assets increased for Balaju Textiles and = Janakpur Cig-
arette Factory among the manufacturing corporations. Simlarly, the investment in fixed
assets is highest for FEastern Electricity Corporationin almost all the years. Over
a period of eight years, investment in fixed assets increased for Agri Lime Indu-

stries, Tobacco Development Company and Eastern Electricity Corporation among the
non - manufacturing corporations.
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The Variability in the size of investment in fixed assets is ‘highest for Brick
and Tile Factory in manufacturing sector and Agri Lime Industiies in non-manu-
facturing sector. It all shows inconsistency in the policy relating to fixed assets.
The variability in the size of investment in fixed assets is lowest for Dairy De-
velopment Corporation in manufacturing sector and Nepal Industrial Development
Corporation in non—manufacturing sector leading to consistency in the policy re-

lating to fixed assets.

Contrel of Investment in Fixed Assets

An effort has also been made to assess whether there is a need to control
investment' in fixed assets by Nepalese . corporations. The average proportion of

fixed assets to sales has been presented in Table 6 for the purpose.

Table 6

Average Proportiom of Fixed Assets to Sales

Manufacturing Non-manufacturing Public Corporations
Year Corporations Corporations ( National Avetage )
Percent Index Percent Index Percent Index
2029-30 147 100 49 100 98 100
2030-31 139 95 34 69 87 89
2031-32 114 78 98 200 106 108
2032-33 162 110 80 163 121 124
2033-34 84 57 139 284 112 114
2034-35 90 61 115 235 103 105
2035-36 92 63 96 196 94 96
2036-37 85 58 237 484 161 164

Source: Annexes 2 and 3.

For manufacturing corporations, the average proportion of fixed assets to
sales declined fiom 147 per cent in 2029-30 to 85 per cent in 2036-37. It shows
that manufacturing corporations are conscious of controlling investment . in . fixed
as‘sets.bﬂswever, the average proportion of fixed -assets to sales for non-manu-

facturing corporations increased from 49 per cent in 2029-30-to " 237 per cent - in
2036-37 (4.84 times). It clearly indicates that there is a need to control investment
in fixed assets by non-manufacturing corporations. The proportion of fixed assets

to ~sales for Nepalese public corporations as a whole increased from 98 'per cent
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in 2029-30 to 161 percent in 2036-37. Therefore, public corporations need fo con-

trol investment in fixed assets.

Table 7 clearly indicates need to control investment in fixed assets by indi vidual

sample corporations. Among the manufacturing corporations, the proportion of fixed

Table 7

Proportion of Fixed Assets to Sales for Selected Corporations
( In per cent )

Corporations . 2029 2030 2031 2032 2033 2034 2035 2036
-30 -31 =32 -33 -34 -35 -36 -37
Manufacturing
I BT 182 153 128 446 117 90 118 120
2. BLSF 133 127 37 58 59 157 217 46
3.+ BTF 306 306 221 192 145 38 45 129
4.5 DDC 105 90 118 99 82 74 65 113
5. JCF 11 18 16 16 19 — 15 15
Non - manufacturing
6. ALl — — — 179 553 206 243 739
7. CIHE 7 8 9 12 8 4 3 2
8. NIDC 35 29 21 17 14 18 16 16
9. RNAC 191 121 83 69 56 83 51 63
10. TDC 1 1 1 4 2 4 6 9
11. EEC — — 463 272 332 479 336 358
12. FC 10 9 12 9 7 11 15 —

Source : Annexes 2 and 3.

assets to sales increased over a period of eight years for Dairy Development corporation
and Janakpur Cigarette. Factory. These corporations should pay attention: to con-
trol investment in fixed assets. In this connection, Balaju Textiles,” Bansbari
Leather and Shoe Factory and Brick and Tile Factory seems to have become
conscious of controlling investment in fixed assets in 2036 - 37.. Among the non
manufacturing 'corporations, the proportion of fixed assets ~to sales increased for
Agri Lime Industries, Tobacco Development Company and Fuel Corporation. These
corporations should therefore pay attention to control investment in fixed assets.
The proportion of fixed assets declined for other non - manufacturing corporations
which indicates that these corporations have been trying to control investment in

fixed assets.
T
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Concluding Remarks

Over a period of time, investment in fixed assets by Nepalese public cor-
porations has increased significantly but much of the growth in investment has
been attributed to inflation. When viewed in this way, growth in real outlays is
much Jlower.

Previously, fixed assets management assumed greater significance to manufac-
turing corporations as their investement in fixed assets exceeded the investment
in fixed assets by non - manufacturing corporations. But in recent years, these cor-
porations do not differ much with respect to size of investment in fixed assets.
Hence, fixed assets management is of great significance to manufacturing as well
as non - manufacturing corporations despite of the fact that the investment in
fixed assets. by these corportions is very large.

The investment in fixed assets more varied for non - menufacturing Corpor -
ations. Thus, there is npo uniformity in the policy relating to investment in
fixed assets by these corporations. '

Among the manufacturiug corportions, Balaju Textiles and Daity Development
Corporations have highest investment in fixed assets.  Over a period of eight
years, investment in fixed assets increased for ' Balaju Textiles and Janakpur Cigar-
ette Factory among the manufacturing. corporation, and for Agri Lime Industies,
Tobacco Development Company and Eastern = Electricity. ~Corporation. -among the
~ non - manufacturing corportions. Hence, these . corportions should pay sufficient
attention to managment of fixed assets.

With respect to the need to control investment in fixed assets, the need
is urgent for non - manufacturing corportions.. Among these  corporations, Agri
Lime Industries, Tobacco Development Company and Fuel Corporation need to

control investment in fixed assets. Similarly, the need is wurgent to Dairy Deve-
lopment Corporation and Jankpur Cigarette ~ Factory among the manufacturing

corporations.

Annex 1 -_
General Price Index (2026-27) =100

Year Index " Year Index
2026 - 27 100 2032 - 33 . 198
2027 - 28 108 2033 - 34 220
2028 - 29 114 2034 - 35 228
2029 - 30 124 s 2035 -.36" 250
2030 - 31 152 © 22036 - 37 ; . 284
2031 - 32 193

Source: General price index up to 2032 - 33 were taken from UN, Statistical
Year Book for Asia and the Pacific. (Related = Issues). These flgures are based
on total average of Kathmandu, Terai and Hills. Price index flgures from
2033 - 34 onwards - were taken from Nepal Rastra Bank, Quarterly Economic Bull-
etin, Vol. XIV, Mid - October 1979 to Mid - January 1980, p. 38. ik '
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