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Preface

The real estate sector is the third largest sector in the national economy after agriculture, forestry,
fisheries, and the trade sector. Thus, it is very important to measure the contribution of this sector
regularly. The trade statistics section of the bureau reviewed the data and felt the need to conduct
the census a third time. The first census was conducted in 2003/04 and the second in 2013. This
census is very important in the current situation as the real estate sector plays a significant role in
the economy and it is important to measure it timely. The importance of this census is growing as
civilization advances, people's preferences change, and people migrate to big cities.

The main objective of the census is to determine the contribution of organized real estate businesses
in the national economy in the fiscal year 2018/19. Moreover, it provides important macroeconomic
indicators, such as the number of employees working in this business, salaries and wages paid, sales,
inputs, and gross value added. A total of 241 real estate establishments were included in this census.

I am grateful to Mr. Dilli Raj Joshi, Deputy Director General of the Economic Statistics Division,
for his efficient guidance to accomplish the census on time. I would like to thank Deputy Director
General Dr. Hem Raj Regmi, who led this task at the beginning of the census. This report is the
output of the hard work of the staff of the Trade Statistics Section of the bureau. I am very much
grateful to Dr. Jishnu Mohan Bhattarai and Ms. Prabha Baral Lamichhane, directors of the Trade
Statistics Section, for their rigorous efforts to accomplish this task on time. Similarly, my
appreciation goes to directors Mr. Rishi Ram Sigdel and Mr. Tirtha Raj Baral for their valuable
contributions in accomplishing this census. Mr. Sabindra Maharjan and Mr. Narayan Prasad Rijal,
statistics officers of the Trade Statistics Section, as well as statistics assistant Mr. Khagendra Karki,
deserve special recognition for their outstanding work in data collection management.
Furthermore, I'd like to remember the field crews of statistics offices who collected data from the
field during the difficult time of the Covid-19 pandemic.

The respondents of the census are thankful for their cooperation to provide the information without
difficulty in the time of the Covid-19 pandemic. I believe that the findings will be immensely helpful
for planners and policymakers to formulate policies to enhance this sector in the national economy.

September 2022

Nebin Lal Shrestha
Director General
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Summary of the Census Results

The census of real estate 2019 was the third real estate census conducted by Central Bureau of
Statistics collecting the information of gross value added and other macroeconomic indicators of
real estate activities of the country. The total sales (output in national accounts statistics) of the
registered real estate agency in Nepal in the fiscal year 2075/76 was NRs. 9,832,557 thousands (9.8
billion). The intermediate consumption or the cost of real estate activities was found to be NRs.
5,270,899 thousand (5.3 billion) in the same year. In the same way, the value added generated from
the sector was NRs. 4,561,658 thousand (4.6 billion). Analyzing the province wise information,
Bagmati province is the largest province in terms of composition of value added that occupies 43.6
percent of gross value added thereafter Lumbini Province and Madhesh Province occupies 19.72%
and 10.98% of total Gross Value Added respectively. For employment generated by this sector is
not much exciting. Only 1,232 people are employed in the sector. A total of 241 real establishments
were enumerated in the census. During the month of the field work of census, lockdown started due
to the COVID-19 pandemic which causes many real estate business to shut down. Therefore, the
benchmark statistics should be updated by another real estate census in the near future.



CHAPTER ONE: INTRODUCTION

1.1 Introduction

The Central Bureau of Statistics has got mandate to conduct the surveys and censuses on different
social and economic activities for planning, monitoring and evaluation purpose. The bureau collects
and analyzes the information and produce the results for the policymakers, planners and researchers.
The economic statistics division of the bureau conducted the surveys and censuses on the economic
activities prevailed in the country. The main aim of this census is to find the level of output, change
in intermediate consumption and value added of the activities. Moreover, the results consist of
compensation of employees, capital formation and change in inventories. The bureau has long
history of publishing the macroeconomic indicators in the country. It is continuously producing the
gross domestic products and other macroeconomic indicators from 1964/65 to this date. The
administrative information is equally important to produce the GDP.

Real estate is third largest sector in the national economy in 2021/22 which occupies 8.79% (of
current basic price GDP) after Agriculture, Forestry and Fishery and Wholesale and Retail trade
sector. This shows the importance of this sector. The detailed studies of this sector enhance the real
contribution of industries in national economy. This census was conducted by bureau for the first
time on 2004/05 and second time on 2013/14. The first and second census report was not published
but it was used by national accounts section for rebasing exercise in 2000/01 and 2010/11 and
compilation of Supply and Use Tables at the 2004/05 and 2010/11 year. The 2013/14 census result
did not support actual contribution of real estate due to low response rate of stakeholders however
the indicators such as cost structure and input output ratio indicator were used by National Accounts
Section to estimate the output of this industry. It is noteworthy to mention that this census of real
estate establishment, 2076 was conducted during Covid-19 pandemic.

The sector is still in primitive stage of development though it is fast growing industry in Nepal. Like
other industry, it had been suffered from covid-19 pandemic. Now it is going towards the recovery
after the pandemic. In spite of high price of land, construction materials, insufficiency of land in
urban area, people are still interested to buy own land for building their own house. After earthquake
together with the adoption of federalism, land price in Kathmandu valley, major urban areas and
headquarters of municipality has been skyrocketed.

People returned from abroad are interested in buying the apartment or house developed by land
developers since they have habit of living in well planned housing areas. Moreover, preference of
people residing in Nepal is also changing and they are also attracted towards such housing areas.
Many real estate companies and developers are found to situate in Kathmandu valley and few are
working in other urban area of the country. The organized real estate agencies are not growing as
expected in Nepal. People living in the country are still interested in unorganized sector of economy
where they bought the land with the help of unregistered land broker and build home by themselves.
Because of those informal activities from unregistered broker, the government is losing the huge
sum of revenue.



1.2 Methodology

The census of real estate business (CERB), 2019 was conducted in the fiscal year 2076/77. The
reference period of data collection was Fiscal Year 2075/76. The census covered those real estate
agency as defined by NSIC, Rev 4 and additionally that agency should be government-registered.
Unregistered and unorganized real estate activities were excluded in this census. A total of 241
establishments were taken as final for the analysis.

1.3 Limitation of the Census

The real estate industries closed before and opened after reference year were excluded from census.
The census of real estate business (CERB), 2019 could not collect data from any units from the
Madhesh province and Karnali province due to Covid-19 pandemic lockdown. The national
economic census (NEC,2018) had reported some units in both provinces. For the purpose of this
census, Madhesh Province was estimated from Sunsari, Udayapur and Makwanpur district while
Karnali Province was estimated from Banke and Kailali district.

1.4 Budget

Government of Nepal has allocated NRs 1 million to conduct CERB,2019. The budget was
distributed to all 33 Statistics Offices of the country. The details of the budget allocated for the
district to collect and supervise the data is attached in annex.

1.5 Training

The supervisors and enumerators from the district Statistics Offices were selected for the field
operation. Trade Statistics Section conducted training about the questionnaire and field work for the
census enumerators in Sunsari and Banke district. The detail of participants staff attended from the
district Statistics Offices is attached in the annex 1. First training was conducted in Sunsari district
in B.S. 2076 Kartik 19 and 20 and second training was conducted in Banke district in B.S. 2076
Mangsir 9 and 10.

1.6 Field operation

The field operation was conducted immediately after the enumerator's training. Many enumerators
had finished the work before first Covid-19 pandemic lockdown (2076 Chaitra 11- Two and half
months long lockdown was imposed in the whole country after 2076 Chaitra 11 due to Covid-19
pandemic.



Some enumerators were not able to finish the field work before lockdown. After the lockdown was
dropped, trade statistics section directed Statistics Offices to continue their work who were not able
to complete. Unfortunately, many real estate establishments were closed due to pandemic situation
and information was not possible to collect from them. Statistics offices collected the information
from rest of available real estate establishments.

1.7 Definition of Real Estate Agencies or land developer

Generally, the real estate agency is that agency who has special permission to develop the land and
buildings. Main activities of real estate agency is to buy the land and develop houses, shops, offices
or the factories on it. They improve the raw land. They also buy the existing buildings and make
them more modern and sold to the consumer.

According to the NRB report of 2011 real estates are the immovable property such as land, land and
house or any type of buildings or infrastructure used for either residential or business or any other
purposes.

The Investopedia in its website mentioned the definition of real estate agent instead of company who
arrange real estate transactions, putting buyers and seller together and acting as their representative
in negotiation. Real estate agents are licensed professional who generate income from percentage of
purchaser’s price of property land. The main aim of the agent is to advise on client on how to price
the property and prepare for sale. Once buyer and seller agree on the price, the real estate agent
prepare paperwork and continue in communication with both parties in real estate transaction.

CERB, 2019 follows the NSIC Rev 4.0 definition which states “Real estate agency are those
agency who are involved in buying, selling, renting, operation of own or leased real estate (
apartment buildings, dwellings, land), subdividing real estate into lots without land
improvement, intermediation in buying, selling and renting of real estate on a fee or contract
basis, management of real estate on fee or contract basis, appraisal services for real estate and
activities of real estate escrow agents.”

1.8 Objective of the survey:

The main objective of the survey is to find the contribution of real estate establishments in national
economy. The specific objectives are:
1. The collection of economic and financial status of real estate agencies
2. Collection of current status of sales, expenditure, investment, employment, salaries and
wages and stocks for national accounts statistics to compile the GDP.
3. Supply of information related to real estate business necessary for Supply and Use Tables,
(SUTs)
4. Provide the necessary statistics about real estate business to planners, policymakers,
businessmen, researchers and other interested person.



5. Identification of main problems of real estate establishments and supply those information
to policy maker.

1.9 Scope and coverage of the survey

Central Bureau of Statistics has translated the International Standard Industrial Classification (ISIC
rev4.0) into Nepali language. Nepalese version NSIC of ISIC is widely used by government agencies
specially tax office for registration of business. The census covered some part of Real Estate
Activities defined in “L” section in NSIC classification of under the activities in “6810” and
“6820”.
The census includes following real estate activities.
6810: Buying, selling, renting and operation of leased real estate such as
e Apartment building and dwellings
e Non-residential building, including exhibition halls, self-storage facilities, malls and
shopping centers
e Land
- provision of homes and furnished and unfurnished flats or apartments for more
permanent use, typically on a monthly or annually basis
- development of building projects for own operation, i.e. for renting of space in these
buildings
- operation of residential mobile home sites
- Subdividing real estate into lots without land improvement

6820: Real estate activities on a fee or contract basis

Activities of real estate agents and brokers
- Intermediation in buying, selling and renting of real estate on a fee or contract basis
- Management of real estate on fee or contract basis
- Appraisal services for real estate
- Activities of real estate escrow agents

This class excludes:
—development of building projects for sale
—subdividing and improving of land

1.10 Structure of questionnaire

The questionnaires were structured according to the international recommendation of questionnaire
in economic statistics. Some questionnaires were added to capture the present situation of the
business. The comments and suggestions were also collected to fulfill the requirement of
policymakers and researchers so that immediate action can be imposed. The questionnaire was
designed to fulfill the requirement of national accounts statistics. There are ten important blocks in
questionnaire such as first block is introduction which is obvious in any questionnaire. The details
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information of employee, compensation of employees, expenses, income, capital formation and
stock etc are also collected for national accounts estimate.

The census of real estate, 2019 collected the following information:
Introduction
Legal status
Business status
Main activities
Employment status
Salaries and wages
Expenditure or intermediate consumption
Income
Other income
. Financial intermediate
. Tax paid
. Stocks
. Financial intermediate
. Capital Formation
. Comments and suggestions
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CHAPTER TWO: RESULTS AND DISCUSSIONS

In this section we discuss about the results obtained from the Census of Real Estate Business
(CREB), 2019. Some theory and practices will also be discussed before revealing the results.

2.1 Approach for measuring of Gross Domestic Products

Gross domestic products (GDP) is defined as the total value of newly produced goods and services
in an economy in an accounting period. There are three approaches of compiling GDP. The
production approach which is also known as output approach measures the difference between
output and intermediate consumption of goods and services. The income approach measures the
GDP as the sum of factors income generated to the economy. The expenditure approach measures
the final uses of produced output.

Mathematically,

1. The production approach,

GDP = sum of gross value added;

2. The final demand approach or expenditure approach,

GDP = consumption+ investment+ net exports;

3. The income approach,

GDP = compensation of employee + gross operating surplus + gross mixed income + Depreciation.
In this section, we discuss about the production approach as it is widely used in compilation of GDP
and this approach is used in the census of real estate establishments.

2.1.1 Production approach

Basically, the production approach refers to the technical process of production in each industry.
Generally, this process consumes goods and services whose output value is higher than the sum of
values of goods and services consumed. The total value added by production processes in domestic
industries is the source of GDP according to the production approach.

Value added = Output — Intermediate consumption

Many countries including Nepal produce their official estimate of GDP through the production
approach. The production of GDP from production approach is not only the first priority but also
provides the overall performance of the whole economy. Moreover, it provides the productivity of
each economic activity and change in structure of the economy. In addition to this, it helps
policymakers to analyze the productivity of enterprises against the industries average.

The three approaches of compilation of GDP are equally important for the economy but choice of
the method is limited according to the data availability for all approaches. As already mentioned, the
top priority is to compile the GDP from production approach for analytic benefit if there is less
strong data. It is required to estimate GDP at least from production and expenditure approaches to
find the pros cons for quality check of estimation. Many countries do not compile from income
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approach because the income approach is less reliable and it’s not easy to collect the compensation
of employees and net income needed for estimating the operating surplus. Estimation of GDP at
constant price is theoretically impossible from income approach since there are no appropriate
deflator for operating surplus or mixed income.

2.1.2 Principal, secondary and ancillary activities of real estate establishments

The principal activity of an establishment is the activity that contributes most of the value added of
the establishment but it is not necessary that principal activity account more than 50 percentage of
total value added. In real estate establishments, the principal activities are renting of own land and
building, selling of own land and building, intermediation in buying, selling and renting of real estate
on a fee or contract basis etc. In the production process, the real estate establishment generates both
principal and secondary goods and services. The income from renting machinery and transportation,
evaluation of land and building etc. are the secondary goods and services generated by the real estate
establishments. The ancillary activities for this establishments are the consumption of electricity,
water etc.

2.1.3 Intermediate consumption of real estate establishment expenses

Intermediate consumption consists of goods and services consumed as input for the production of
output. The goods and services may be used up or transformed in the production process. GDP is
the sum of output minus sum of intermediate consumption.

2.1.4 Gross capital formation

Gross capital formation (formerly gross domestic investment) consists of outlays on additions to the
fixed assets of the economy plus net changes in the level of inventories. Fixed assets include land
improvements (fences, ditches, drains, and so on); plant, machinery, and equipment purchases; and
the construction of roads, railways, and the like, including schools, offices, hospitals, private
residential dwellings, and commercial and industrial buildings.

When stock of building and other raw materials (change in inventories) is excluded, the result is
known as gross fixed capital formation (GFCF).

2.1.5 Change in inventories

The sales of the land or building is recorded when the production is completed. The ownership of
buildings transfer from producers to purchasers. However, if takes long time to produce the
buildings, it becomes necessary to recognize the buildings in work-in-progress. Whenever a process
of production extends two or more accounting period, it is necessary to calculate in work-in-
progress. If the work-in-progress is not feasible to calculate, it will be the sum of total production
cost incurred, consumption of fixed capital, plus any taxes (less subsidies) on production other than
taxes or subsidies on products plus net return on fixed capital, natural resources used in production.

The basic principle of measurement of change in inventories of finished goods is that output should
be recorded in the time when it is sold otherwise it enters in change in inventories for sales or use
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later. When demand of goods increases and exceeds the production, goods are withdrawn from the
inventories.

2.2 Number of establishments

According to NEC, 2018 there were 207 registered real estate establishments in Nepal. During the
field work, data from 210 real estate establishments were collected. The census of real estate business
(CERB), 2019 could not collect data from any units of establishments from the Madhesh province
and Karnali province due to Covid-19 pandemic lockdown. Therefore, the number of establishments
for Madhesh and Karnali province were extracted in accordance with NEC,2018. As a result, CERB,
2019 has altogether 241 real estate establishments for its purpose.

Table 1: Number of establishments in census and NEC, 2019

S.No From Field Census, | Census 2019
Pradesh NEC, 2019 2019

1 Pradesh 1 30 25 25

2 Madhesh 29 - 29

3 Bagmati 124 111 11

4 Gandaki 10 42 42

5 Lumbini 8 24 24

6 Karnali 2 - 2

7 Sudur Paschim 4 8 8

Total Establishments 207 210 241

Data source: Census of Real Estate, 2019

2.3 Employment in Real Estate

Census had collected the information of employment status in the country. The employment is
categorized under the broad heading according to the working status of the employees. After taking
pretest of the questionnaire, the employees are categorized into three headings such as manager,
technical person and administrator. The employees are further classified into unpaid and paid
workers.

Census shows that result is not exciting in the case of employment. There is a total of 1,232
employees working in the sector out of which 856 were paid and remaining 376 were unpaid
employees. The compensation of employees for unpaid workers in any categories are not taken in
the census. The figure shows that paid administrator has the highest share (44%) in total employment
category followed by unpaid manager.

Table 2: Province wise employment status in real estate establishments

Province Province Sudur
1 Madhesh | Bagmati | Gandaki | Lumbini Karnali | pashchim | Total
Paid Manager 3 3 86 17 6 1 1 117
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Unpaid 30 38 124 58 43 6 302
Manager
Paid Technical 0 18 158 10 3 10 200
Unpaid 0 0 11 1 0 0 12
Technical
Paid 14 52 383 36 21 31 539
Administrator
Unpaid 2 1 51 8 0 0 62
Administrator
Total 49 111 813 130 73 48 1232
Source: Data analysis of census of real estate, 2019
Figl: Employee Category in Real Estate
600 539
500
400
302
300
200
200
117
100 . 62
12
. — ]
Paid manager Unpaid manager Paid technical Unpaid technical Paid administrator Unpaid

Source: Census of real estate, 2019
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Fig 2: Province wise share of Employment in real state
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Karnali province | 0.62%
Lumbini province [l 6.01%
Gandaki province [ 10.55%
Bagmati province [N 65.91%
Madhesh Province [ 9.05%
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The above chart shows that Bagmati province comprises the highest share of 66 percent of total
workers while Gandaki province occupies second largest employment after Bagmati.

2.4 Compensation of employees

Compensation of employees in trade is defined as the total renumeration in cash or kind payable by
trade enterprises or establishments to an employee in return for work done by the employee during
an accounting period. It is measured on an accrual basis. No compensation of employees is payable
in respect of unpaid work undertaken voluntarily including the work done by members of a
household within an unincorporated enterprise owned by the same household. The compensation of
employees does not include any taxes payable by the employer on the wage and salary bill. It is
already mentioned that salaries and wages for workers of unincorporated household members is
zero. Thus, it is calculated for the paid workers in compensation of the work done by the employees.
If the household members received salaries and wages for the work done in trade establishment, they
are counted under the paid employees and their salaries and wages is computed under the
compensation of employees.
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Table 3: Salaries and Wages in Census of real Estate (Thousand NRs)

Province
S.No | Salaries/ Wages and Other Province Lumbi Sudur
Facilities No.1 Madhesh | Bagmati Gandaki ni Karnali | pashchim Total
1 Salaries and wages 2,506 20,119 1,089,933 | 10,318 4333 | 779 4,099 1,132,086
2 Other Facilities 73 792 22,081 420 3,284 | 1,079 | 70 27,800
Total Salaries/Wages &
3 Other Facilities 2,579 20,911 1,112,014 | 10,738 7617 | 1,858 | 4,169 1,159,886

Source: Census of Real Estate 2019

The census had collected the information of salaries and wages and other allowance of employees
working in real estate establishments. The salaries and wages distributed by the real estate business
during the accounting year 2018/19 was found NRs 1,1159,886 thousand. Bagmati province shares
the highest portion of total salaries and wages expenses which is 96 percent of total salaries and
wages.

Figure 3: Province wise share on expenses in salaries and wages

Sudurpashchim Province | 0.36%
Karnali Province | 0.16%
Lumbini Province | 0.66%
Gandaki Province | 0.93%
Bagmati Province I 95.87%
Madhesh Province B 1.80%

Province No. 1 | 0.22%

2.5 Intermediate consumption of real estate establishments

Intermediate consumption consists of goods and services consumed as input in the process of
production. The census had collected the information about the input in details activities of real
estate. The expenditure on the purchase of land, buildings, leasing of land and building, leasing for
official use are the intermediate consumption. Moreover, the expenditure on building lease,
consultancy services for engineering, expenditure on the construction of building were also collected
under the heading of input of real estate. The intermediate consumption of real estate activities was
found to be NRs. 5,270,899 thousand.
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Table 4: Intermediate consumption of real estate establishments (‘000" Nrs)

Province
S.No. | Intermediate Consumption ;
P Province Madhesh | Bagmati Gandaki | Lumbini | Karnali Sudur . Total
1 pashchim

1 Land Purchase(for sales) 754,500 | 684,067 | 668,498 | 368,770 | 694,938 | 5,000 35,500 3,879,771
2 Building Purchase(for sales) ) . 106,374 44,500 R . - 257,248
3 Land Lease(for rent) 5082 | 4,605 58,716 | 24,550 | - - - 151,670
4 Lease Land(Office Use) . 120 10,898 5,360 48 - - 27,324
5 Lease Building . - 558,923 | 8,050 168 28 28 1,126,121
6 Consultancy Services 26,356 | 2,631 17,835 2,180 4,651 726 25 72,238
7 Building Construction(for sale) | _ 6,579 216,413 50,875 92,000 25333 - 607,614
8 Travel 3,389 1,527 3,868 3,201 2,799 246 210 19,109
9 General Maintenance 9,652 7,258 47,702 1,906 8,900 186 43 123,350
10 Rent of Machinery and

Vechiles 3,845 282 12,006 4,025 3,159 203 - 35,526
11 | Communication 10,420 | 11,451 | 7,442 1,639 | 868 208 87 39,557
12 | Electricity 3025 | 7,850 44890 | 15783 | 138 25 51 116,652
13 | Water 908 318 8,483 332 184 50 - 18,759
14 Newspaper and Office

materials 3,297 2,649 52,472 1,019 1,267 457 100 113,733
15 Advertisement and Promotion 13,836 12,179 111,673 2,280 1,510 227 26 253,405
16 Entertainment and Expenses

on Guest 521 1,223 13,538 1,145 1,288 409 220 31,882
17 Fuel 1,051 1,195 33,471 2,555 1,633 42 146 73,564
18 Security - 479 16,875 8,898 17,468 6,234 - 66,828
19 Wage(occasional) 463 4,148 11,297 548 1,348 50 100 29,251
20 | Law and Audit 776 130 41,969 860 1,048 110 - 86,861
21 Training, Workshop, Meeting 370 335 29,647 438 1,122 633 47 62,237
22 Organisation Membership and

Renew 155 244 1,449 290 1,158 361 - 5,106
23 | Registration and Mapping 6,106 1,229 13,872 1,802 | 2,139 1,449 5,543 46,011
24 Agent Commission 19,205 9,048 1,672 2,388 7,921 53 160 42,118
2 Change in Fuel Stock

5 9 9) - 4 - - - - (0)

26 Non Life Insurance Premium 216 588 16,680 145 200 72 - 34,580

18




Province
S-No. | Intermediate Consumption Province Madhesh | Bagmati Gandaki | Lumbini | Karnali Sudur . Total
1 pashchim
27 Bank Commission/Service Fee 625 ) 9,093 1,044 2,502 407 0 22,765
28 | Other Expenses 14,544 | 3,388 17,803 3,128 | 3,225 1,213 80 61,184
Total 878,331 | 763,525 | 2,133,567 | 557,709 | 851,680 | 43,719 42,368 5,270,899

Data Source: Census of real estate, 2019

The census shows that the Bagmati Province consumes the highest proportion of IC i.e., 40 percent followed
by Province 1 and Lumbini. Sudurpashchim and Karnali province spend lowest on input to produce the

output.

Table S: Province wise intermediate consumption of real estate establishments

S.No. Province Intermediate Consumption (‘000'NRs) Percentage

1 Province 1 878,331 17

2 Madhesh 763,525 14

3 Bagmati 2,133,567 40

4 Gandaki 557,709 11

> Lumbini 851,680 16

6 Karnali 43,719 1

7 Sudurpashchim 42,368 1
Total 5,270,899 100

Data source: Census of real estate, 2019

2.6 Sales of real estate establishment

The most difficult situation for enumerator was to collect the information of sales or revenue
generated from real estate establishment. Respondents were willing to pay attention and interested
to tell the expenditure information but at the same time reluctant to provide the information about
sales. However, our experienced and trained enumerators were used to collect the information of
this kind.

Sales of the real estate business is the intermediation services for buying and selling of land and
building, sales of own building & land and rent services produced. The census had collected the
sales of establishments in eight different disaggregated headings. Construction of building usually
do not finish within one accounting period. It may take more than one accounting period. Such kind
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of output of the building goes to work-in-progress of construction industry so such information is
not included in output of census of real estate business. Similarly, land is a kind of natural resources
and natural resources can not be computed as a stock so change in land stock is also excluded in
output of this study.

Table 6: The sales or revenue of real estate establishment in disaggregate (Thousand NRs)

Province
Province Sudur
Revenue 1 Madhesh Bagmati Gandaki Lumbini_ | Karnali | pashchim Total
Intermediation
in Land and 4,534 4,038 232,892 67,733 42,836 238 3,483 355,754
1 | Building Sales
Building
Sale(own 82,128 74,429 611,533 52,920 2,667 26 - 823,703
2 | Ownership)
Land
3 | sale(own) 1,194,594 | 1,081,698 2,193,800 877,633 | 1,705,318 4,256 81,126 | 7,138,424
Rent of Land,
Building,Room, 79 39,148 313,147 64,528 - - - 416,901
4 | Flat
Intermediation
5 | from Rent 5 - 241,115 1,914 3 1 - 243,038
Appraisal
6 2 - 675 22 - - - 699
Rent of
Machinery and 13 - - 324 - - - 337
7 | Vechiles
Other Income
8 82 23,696 362,132 53,927 30 10 - 439,877
Change in
9 Building Stock 39,600 40,419 333,673 (7,000) 392 131 - 407,214
Change in
10 | Other Stock 3,000 834 2,729 46 - - - 6,609
Total
1,324,036 | 1,264,261 | 4,291,695 | 1,112,047 | 1,751,247 | 4,662 84,609 9,832,557

Table 6 shows the total sales of real estate business is 9,832,557 thousand rupees of which the highest portion
is covered by land sale which is NRs 7,138,424 thousands followed by building sale amounting to NRs
823,703 thousand. The data shows that land and building are the most valuable components in sales of the
real estate establishments. The land sale occupies 73 percent and building sale occupies 8 percent of total
sales. Most of the activities in real estate is land sales which shows that real estate business in the country is

still in primitive stage.

Table 7: The province wise sales of real estate establishment (Thousand NRs.)

S.No. Province Output('000' Nrs) Percentage
1 Province 1 1,324,036 13
2 Madhesh 1,264,261 13
3 Bagmati 4,291,695 44
4 Gandaki 1,112,047 11
5 Lumbini 1,751,247 18
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6 Karnali 4,662 0
7 Sudurpashchim 84,609 1
Total 9,832,557 100

Bagmati province has the highest share of sales followed by Lumbini province.

2.7 Value added in real estate establishments

Actual sales or output of the real establishment is NRs 9,832,557 thousand in the survey year
2018/19. At the same time, the intermediate consumption or input used to produce the output is NRs
5,270,899 thousand. The value added generated from this real estate establishment is NRs 4,561,658
thousand. Bagmati province has the highest value added while Karnali has the lowest and negative
value added .

Table 8: Revenue, Intermediate Consumption and Value Added of Real Estate
Establishment

Intermediate
S.No. Province Output('000' NRs) Consumption V?:)%%fmgid
('000'NRs)

1 Province No. 1 1,324,036 878,331 445,705
2 Madhesh Province 1,264,261 763,525 500,736
3 Bagmati Province 4,291,695 2,133,567 2,158,128
4 Gandaki Province 1,112,047 557,709 554,338
5 Lumbini Province 1,751,247 851,680 899,567
6 Karnali Province 4,662 43,719 (39,057)
r | S| g0

Total 9,832,557 5,270,899 4,561,658
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2.8 Other income in real estate establishment

The real estate establishment generate income from other sectors which are not directly related with
the goods and services they produce. We have discussed about the sales or revenues generated from
establishment in the previous section. The real estate establishment produces income from interest,
dividend, insurance and compensation due to loss during the accounting period. These types of
income are not included in the computation of output for national accounting purpose. Instead, they
help to enhance the productivity of real estate.

Table 9: Other Income of Real Estate Establishment (Thousand Rs.)

Province Interest Dividend Ig;lr:‘ance Compensation | Total
1 Province No. 1 85 . 30 21 136
2 Madhesh 23 . - - 23
3 Bagmati 11,027 1,837 - 1,878 | 14742
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4 Gandaki 1,300 i - - 1,300

5 Lumbini 104 202 - - 305

6 Karnali 35 67 - - 102

7 Sudurpashchim 47 i - - 47
Total 12,619 2,106 30 1899 | 46,655

Data Source: Census of real estate, 2019

The interest income is one of the most important incomes among the different income such as
dividend income, insurance income and income from compensation due to loss. The above figure
shows that Bagmati province comprises the 88 percent of interest income in other income as
compared to other income. Then Gandaki province generates 8 percent of interest income after
Bagmati.

2.9 Gross Fixed Capital Formation

The gross fixed capital formation is measured by total value of producers’ acquisition less disposal
of fixed assets during the accounting period plus certain addition of value of non-produced assets.
Fixed assets are the both tangible and non-tangible produced as output from the process of
production that are used repeatedly or continuously in the process of production for more than one
year. Census collected the acquisition less disposal of fixed assets which were divided into i.
Dwelling; 2. Other building and structures; 3. Machinery and Equipment and 4. Cultivated assets
such as trees and livestock that are repeatedly or continuously provides output. Similarly, the
acquisition less disposal of new and existing intangible assets such as i. Minerals exploration; 2.
Computer software etc. Land improvement (improvement in non-produced assets such as land) and
cost associated with the transfer of ownership for non-produced assets such as land are also part of
capital formation.

Other durable goods such as vehicles purchased by real estate establishment, it is collected in the
census with acquisition of new vehicle with addition of existing value of vehicles and disposal of
same assets. But it should be caution either it is purchased by real estate establishment or household.
If it is purchased by household instead of real estate establishment, it is recorded in household
consumption.
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Table no. 10: Province wise fixed capital formation of real estate establishment (Thousand

Rs.)
. Province . . Sudur
S.No. | Particular 1 Madhesh | Bagmati Gandaki Lumbini Karnali pashchim Total
1 Land 5,800 135,938 301,605 | 76,000 79,100 25,533 2,326 626,302
2 Building 350 183,969 132,569 | 50,000 ) ) 448 367,336
3 . 4,700 29,091 111,127 | 18,706 22 1,633 165,279
Machinery -

4 Computer | 485 1,680 11,806 771 10,584 3,480 163 28,969
5 Furniture | 1,872 2,635 25,716 1,811 1,321 201 427 33,982
6 Vechile 859 29,184 86,535 41,202 8,384 213 830 167,207
7 é‘\sse.St 470 459 2,422 5,360 50 17 199 8,976

epair
8 Others i i 8,033 2,304 95 32 270 10,734
Gross Fixed
Capital 14,536 382,955 679,812 | 196,155 99,555 29,475 6,297 1,408,785
Formation

Data Source: Census of Real Estate, 2019

The change in assets either negative or positive. The census had collected the information of capital
formation in eight headings. Building occupies 26 percent of total capital formation. Data shows that
Bagmati province expenses the highest amount in capital formation as compared to other provinces.
It occupies 48 percent of total expenditure in capital formation. Census had also collected purchases
of new fixed assets. Similarly, it had collected the sales or disposal of existing assets whether it is
fixed or not, are recorded as negative acquisitions or expenditures. When the ownership of fixed
assets transferred from one institution to another, the assets is recorded as gross fixed capital
formation by the former and positive gross fixed capital formation for the later.

The existing capital in the real estate is important to enhance the sector in future. The data shows
that real estate sector invested NRs. 1,408,785 thousand in existing capital and at the same time it
has purchases NRs. 401,661 thousand in new fixed assets during the accounting period.

The major repair and maintenance or capital repair shows that improvement in fixed assets such as
building, computer software, tangible non-produced assets such as land that increase the productivity
capacity, extend their service life or both. Ordinary repair and maintenance constitute intermediate
consumption. Since the ordinary repair and maintenance does change the fixed assets’ service life,
capacity and performance.

Information on expenditure on building and other structure in real estate were also collected in the
census. Gross fixed capital formation in building in real estate consists of value of acquisitions of

24



new and existing buildings less disposal of their existing building and structure. Other structure
includes bridge, road inside the establishment.

In the similar fashion, this census questioned gross fixed capital formation in machinery and
equipment which consists of value of acquisitions of new and existing machinery and equipment
less the value of disposal of their machinery and equipment.

Machinery and equipment such as furniture, computers and communication equipment acquired by
real estate establishment are included in gross fixed capital formation.

Acquisition of intangible assets such as computer software are treated as gross fixed capital
formation. Software purchases from the market at producer’s price whereas the real estate developed

in-house software is measured in basic price.

Figure 3: The disaggregation of capital formation in different headings

1% - 1%

= Land = Building = Machinery Computer = Furniture = Vechile = AssestRepair = Others

Data source: Census of real estate, 2019

2.10 Stock in real estate establishment

The real estate establishment do not sell all land and other buildings at same accounting period when
it is finished and ready to sell. Those land and buildings go to the inventories when it is not sold at
the particular accounting period. The value of inventories is recorded as the change in inventories at
the beginning of the year 2075/76 less the value of inventories disposed of at the ending of F.Y.
2075/76.
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Table 11: The change in stock or inventories in real estate establishment (in NRs. Thousand)

Change Change in
Change in | Change in | in Work | Change | Construction | Change
Land Building in in  Fuel | Material in Other
S.No. | Province | Stock Stock Progress | Stock Stock Stock Total
1 Province 490
No. 1 450,300 39,600 2,000 (9) 3,000 495,381
2 Madhesh - 553
239,975 40,419 7,703 834 289,483
3 Bagmati 1,037
4,290,866 | 333,673 1,019,575 | 9 2,729 5,647,888
4 Gandaki - -
71,318 (7,000) - 46 64,363
5 Lumbini - 6,250
195,024 392 - - 201,666
6 Karnali - 2,083
86,091 131 - - 88,305
7 Sudur - -
pashchim | 7,438 - - - 7,438
Total 10,413
5,341,012 | 407,214 1,029,278 | (0) 6,609 6,794,525

Data Source: Census of real estate, 2019

2.11 Financial intermediation services in real estate

The financial intermediation services in real estate includes the loan received and loan provided,
share purchases and share sales in the name of real estate during the accounting period. The result
shows that this sector has higher investment from loan in the land and buildings development. The
loan received from the financial institutions for this purpose is more than NRs. 5.56 billion during
the reference period.

Table 12: The Financial Intermediation in Real Estate Establishment (Thousand Rs)

S.No. Loan Loan Share Share Other
Province Received Provided Purchase | Sale Purchase | Other Sale
1 Province No. 1 127,000 6,900 - - - -
2 Madhesh 190,766 3,534 - - - -
3 Bagmati 4,621,773 74,150 9,928 30,040 531 2,003
4 Gandaki 157,233 19,900 - 2,500 - -
5 Lumbini 361,510 - 2,825 444,400 | - -
6 Karnali 61,337 1,667 942 148,133 - -
7 Sudurpashchim 42,500 15,000 - - - -
Total 5,562,119 121,151 13,695 625,073 531 2,003

Data source: Census of real estate business, 2019
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The data shows that real estate establishments of Bagmati province received 93 percent of total loan.
Few establishments were taken loan from other province compared to Bagmati.

2.12 Environment Impact Assessment (EIA/IEE) of real estate establishment

Census had collected the information about the environment impact assessment either they are
involved in conducting the EIA/IEE to start the business. It is found that many establishments had
not conducted the environment impact evaluation to start the project. Even, there is not necessary to
conduct the EIA for buying and selling of land. Therefore, many establishments avoided the EIA.
But for construction of building for land developer, they need EIA. Data shows that many land
developers are engaged in buying and selling of the land instead of construction of building.

Table 13: Environment Impact Assessment by real estate establishment

S.No. Province Percentage

1 Province No. 1 56%

2 Madhesh Province 38%

3 Bagmati Province 7%

4 Gandaki Province 10%

5 Lumbini Province 17%

6 Karnali Province 0%

7 Sudurpashchim Province 25%
Total 18%

Data source: Census of real estate, 2019
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Among the 248 establishments, 78 percent of the project are involved in conducting the Environment
Impact Assessment to start the business and 22 are found to be without EIA.

Figure: Percentage of establishments conducting EIA

Nepal 18%
Sudurpashchim 25%

Karnali 0%

Lumbini 17%
Gandaki 10%

Bagmati 7%

Madhesh 38%
Province 1 56%

0% 10% 20% 30% 40% 50% 60%

Data source: Census of real estate, 2019

2.13 History of real estate censuses

CBS had conducted 32 surveys and same number of studies through benchmarking surveys in
2003/04 for rebasing exercise for 2000/01. CBS had conducted the Census of Organized Real Estate
Establishments at reference year 2003/04 for the first time but the report was not published and is
not available. Similarly, the census of real estate was conducted at second time at fiscal year 2013.
The census results of 2013 were used in internal purpose of compiling of GDP and rebasing exercise
for 2010/11 by National Accounts Section. It was conducted by the Environment Statistics Section
at that time. The report was not published for public again at second time. But Trade Statistics
Section received the main highlights or indicators of 2013 census in excel sheet.

The real estate industry comprises organized real estate activities and own occupied dwelling
services. The own occupied dwelling services occupied significant amount of value added in
comparison to the real estate activities.

2.14 Macroeconomic indicators per capita establishment

There are altogether 241 real estate establishments operating in the country. The macroeconomic
indicators per establishment is important indicators to find the whole picture of any activities. There
are 5 employees working per establishment. The important indicators such as value added and output
per establishment shows that real estate establishment occupies significant amount in comparison.
The value added is the important microeconomic indicator and it is 18.9 million per establishment
and output is found to be 40.8 million per establishment.
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Table 14: Macroeconomic indicators per establishment

S.No. | Particular Census of real estate 2019 Macroecop omic indicators
per establishment

1 Person engaged 1,232 5

2 No. of employee 856 4

3 Wage and salary ('000' NRs) 1,159,886 4,813

4 Change in stock ('000' NRs) 6,794,525 28,193

5 Census input  ('000' NRs) 5,270,899 21,871

6 Census output ("000' NRs) 9,832,557 40,799

7 Census value added ('000 4,561,658 18,928

NRs)

Source: Census of real rstate, 2019

Summary and Conclusions

Many surveys, censuses and studies has been conducted in Central Bureau of Statistics annually.
Central Bureau of Statistics has conducted the third time census of real estate 2019 in this endeavor.
First comprehensive census of organized real estate was undertaken in 2003/04 which was conducted
by National Accounts Section of the bureau. Second real estate was led by Trade Statistics Section
of the bureau in 2013. Trade Statistics Section of the bureau is involved in the study of trade in
services as well as business survey in the area of data collection of social, economic and environment
statistics. The real estate census is not new for Trade Statistics Section but it is required continuous
surveys to address the growing of this sector to find the level to estimate the gross domestic product.

The execution of census of real estate many times proves the strengthening of national statistical
system of the country. The concepts and definitions used in the census are recently used in United
Nations System of International Standard Industrial Classifications. The census addresses the current
demand of national accounting statistics to estimate the gross domestic products and other
macroeconomic indicators. In fact, the census of real estate fulfills the long lagging of information
in this sector. Moreover, results obtained from this study provides the indicators in rebasing of
national accounts series in forthcoming Fiscal Year 2020/21.

The main objective of the census of real estate was to collect the information about the
macroeconomic indicators such as output, intermediate consumption, compensation of employees,
change in inventories, number of employees working in this sector and capital formation. Surveys
and censuses in any economic activities provide the current level of output and other macroeconomic
indicators thereby it enhances the quality of estimation of gross domestic product. The structure of
input is equally important to estimate the gross value added in any activities.
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This report is produced from 241 real estate establishments even though the census collected the
information from 210 real estate. National Economic Census 2018 had shown 207 establishments in
the country. The census result shows the total compensation of employee received by the employers
for the work done in real estate establishments during the accounting year 2018/19 was estimated to
be 1,159,886 thousands. Bagmati province shares the highest portion of total salaries and wages
expenses which is 96 percent of total salaries and wages.

The census has shown the structure of input and structure of output. The intermediate consumption
in main activities of the real estate which is 5,270,899 thousands is used to produce the output NRs.
9,832,557 thousands. Bagmati province has highest share of 44 percent in output in comparison to
other province during the census year.

Thus, the value added generated from the real estate establishments is NRs. 4,561,658 thousands.
The ratio of input and output is 0.53, this means input generate 1.86 times of output in the real estate.
This is exciting things that real estate generates higher amount of profit than other sector of economy
rather entrepreneurs should invest huge amount at initial stage of business.

National accounts estimate of CBS in the Fiscal Year 2018/19 shows that the value added generated
from real estate sector was NRs. 295,714,415,583 and output was NRs. 406,843,410,854 and
intermediate consumption was NRs. 111, 119, 995,271 respectively. The result shows some
interesting macroeconomic indicators. The value added per establishment is NRs. 18,928 thousand.
Output at the same is 40,799 thousands per real estate establishment. The number of persons engaged
is 5.11 per establishment.

30



Reference:

CBS, 2019. National Accounts Statistics of Nepal, Central Bureau of Statistics. Thapathali,
Kathmandu.

ISIC rev4.0. International Standard Industrial Classification rev4.0, Department of Economic and
Social Welfare, Statistics Division, United Nations, 2008.

NRB, 2011. A report on Real Estate Financing in Nepal, A Case Study of Kathmandu Valley, Nepal
Rastra Bank, Economic Analysis Division. Research Department, July 2011.

OECD, 2014. Understanding of National Accounts, Second Edition, Revised and Expanded,
Franscois Lequiller, Derek Blades, Organization of Economic Cooperation and Development.

SNA 1993, System of National Accounts 1993. European Union, International Monetary Fund,
OECD, United Nations, World Bank.

SNA 2008, System of National Accounts 2008. European Union, International Monetary Fund,
OECD, United Nations, World Bank.

United Nations, 2000. Links between Business Accounting and National Accounting. Department
of Economic and Social Welfare, Statistics Division, Studies in Hand Book of National Accounting

31



Annex 1

Real estate business census, budget allocation in Statistics Offices

Amount in Thousand

SN. Statistics office Budget Allocations
1 Kathmandu 185
2 Morang 50
3 Kaski 50
5 Kapilbastu 50
6 Chitwan 50
7 Sunsari 40
8 Kavrepalanchowk 40
9 Dhanusha 40
10 Mahottari 30
11 Makwanpur 30
12 Banke 30
13 Kanchanpur 30
14 Dang 25
15 Syanja 25
16 Sindhuli 20
17 Baglung 20
18 Gorkha 20
19 Palpa 20
20 Surkhet 30
21 Bhojpur 15
22 Panchthar 15
23 Dhankuta 15
24 Udayapur 15
25 Nuwakot 15
26 Okhaldhunga 15
27 Jumla 15
28 Pyuthan 15
29 Rukum 15
30 Bajura 10
31 Doti 10
32 Dadeldhura 10
33 Darchula 10
Total 1000
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Annex 2
Participants name in Nepalgang who are involved in training and data collection

S.N. | Name Statistics Email address
Office
1 Govinda Giri Bajura Robbins.4697@gmail.com
2 Narendra Bhatta Dang Narendrabhatt70@yahoo.com
3 Baburam Neupane Kapilbastu Baburamneu328@gmail.com
4 Kubiram Pokhrel Kapilbastu kripalukhubi@gmail.com
5 Bhuwaraj Chudal Nuwakot yubarajchudal@gmail.com
6 Amita Aryal Palpa Aryal.amital 00@gmail.com
7 Kiran Bista Kathmandu -
8 Man Bdr Bista Banke Bistaman776(@gmail.com
9 Haris Panta Darchula Pantharish22hp@gmail.com
10 Surendra Prasad Panta | Kanchanpur Spant2033@gmail.com
11 Khageshwori Ojha Doti Khageshwariojha42@gmail.com
12 Bhawani Tandukar Kathmandu
13 Sadhana K.C. Kathmandu KcsadhanaS@gmail.com
14 Kumari Sita Timilsena | Surkhet Sitarijal2065@gmail.com
15 Sangita Shrestha Banke Sangeetashrestha454(@gmail.com
16 Guru Prasad Pokhrel | Kathmandu Gurupokhrel2000@gmail.com
17 Debu Prasad Aryal Pyuthan Dparyall83@gmail.com
18 Diki Mudibarma Kathmandu yoladd@gmail.com
19 Gopardhan Bhdha Rukum gopaldhan@gmail.com
20 Jayashankar Jumla Jayashankar_chaulagain@gmail.com
Chaulagain
22 Shiva Raj Baral Kaski baralcba@gmail.com
23 Ram Chandra Subedi | Baglung Subedirc3@gmail.com
24 Nabaraj Pokhrel Syanja nrpkrl@gmail.com
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Annex 3

Participants name and Statistics offices they are involved for training and data collection

S.N. | Name Statistics Office
1 Gyani Shah Dhanusha

2 Puskar Guragain Dhanusha

3 Matrika Khadiwada Sunsari

4 Rudra Prasad Adkhikari Chitwan

5 Sudarshan Gautam Chitwan

6 Bishal Pidhakote Sindhuli

7 Prem Nepal Mahottari

8 Sujan Kumar Subedi Sindhuli

9 Subash Rai Okhaldhunga
10 Amrita Khadga Parsa

11 Nitesh Shah Parsa

12 Rak Kumar B.K. Makwanpur
13 Basudev Phuyal Makwanpur
14 Narayan Oli Mabhattori
15 Narayan Rai Bhojpur

16 Surya Prasad Archarya Kavre

17 Narayan Mani Kattel Kavre

18 Bishnu Chaulagain Panchthar
19 Gayatridevi Sharma Dhankuta
20 Tulasa Baral Pokhrel Morang

21 Raj Kumar Bhattarai Morang

22 Amarnath Shah Dhanusha
23 Bishal Sudash Udayapur
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Annex 5

URSTAI @RE(Th] qaard A&, 00
(Survey of Real Estate, 2019)
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Annex 6: CPC classification of real estate

CPC Classifications of Real estate services

72 Real Estate Services

3 4 5

721 5 7211 | Rental or  leasing | 72111 | Rental or leasing services
= service involving own involving own or leased
E or leased property residential property
= 72112 | Rental or leasing services
= involving own or leased non-
g ‘ residential pljoperty ‘ ‘
= 7212 | Trade  services  of | 72121 | Trade services of residential
8 buildings buildings
% Fo 72122 | Trade services of non-residential
. Q buiding
s % 72123 | Trade services of time share
E 5 properties
S Z 7213 | Trade services of vacant | 72130 | Trade services of vacant and
= and subdivided land subdivided land

722 | 7221 | Property management | 72211 | Residential property management
g services on a fee or services on a fee or contract basis
§ contract basis except of ownership properties
5 7222 | Building sales on a fee | 72221 | Residential building sales on a fee
Y or contract basis or contract basis, except of time-
‘; share owners’ properties
o 72222 | Non-residential building sales on
° fee or contract basis
8 72223 | Sale of time-share properties on a
% fee or contract basis
- 7223 | Land sales on a fee or | 72230 | Land sales on a fee or contract
= contract basis basis
8 " 7224 | Real estate appraisal | 72240 | Real estate appraisal services on a
s 'z services on a fee or fee or contract basis
e contract basis
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