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Chapter 1 

Introduction 

1.1 Context and Background 

 

Nepal, despite engaging in planned development since the fifties that to some extent transformed 

the traditional agrarian economy to a modern economy, has not been able to attain desired 

development in multifarious aspects resulting in the persistence of poverty, deprivation, and high 

under employment. On top of that the development has not been inclusive fueling the feeling of 

discrimination creating socio-political problems. Nepal still faces rampant poverty, regional 

imbalance, a deepening social divide, and numerous political, social, economic, and cultural 

problems. These problems are not only manifest in the daily lives of the people, but have led to 

violent conflicts and has given rise to other forms of movement, resistance, aggression and civil 

disobedience. It has further manifested in the continuity of large scale poverty estimated to exceed 

6.5 million people, large scale migration of youth in foreign countries in search of jobs due to less 

than satisfactory employment generation, increasing gaps between haves and have nots, and the 

country losing competitive edge and momentum. True, poverty in Nepal, though persisting at a 

sizeable level, has shown a declining trend and has raised the vision that if we continued the 

process for a decade or two, we should be able to overcome the problem of absolute poverty and 

then afterwards only the problem of relative poverty is expected to persist. Poverty came down to 

30.8 percent in 2003-04 (CBS, 2004) from 42 percent in 1995/96 and further 25.2% in 2010/11 

(CBS, 2011) currently estimated at 18.6%. However, it was found that the factor that explained 

the most for this decline was attributed to remittances meaning that our domestic efforts have failed 

to bring down the level of poverty in Nepal. Of course, despite the progress revealed by these data, 

it does not exhibit the level of absolute and hardcore poverty persisting in various pockets, 

communities and groups. Many people in different communities and areas still suffer from 

'Inhumane' existence and the formal development process has simply failed to reach them. The 

challenges in Nepal are not exacerbated by income poverty alone. Large disparities appear to exist 

in social indicators when comparing the various geographic regions and socio-economic groups. 

In terms of other social indicators too, despite recording impressive growth during recent times, 

Nepal lags behind other South Asian countries. Hence, there is no doubt that poverty, despite 

efforts of many decades, continues to be our bane and required serious and purposeful addressing 

to reverse the situation.  

The importance of promoting trade in the back drop is very important. Nepal actually developed 

its trade only after the establishment of democracy in 1951. In the early era, Nepal’s trade was 

virtually concentrated with India though a small semblance of trade took place with Tibet. The 

efforts to diversify and expand trade in the sixties and the seventies helped Nepal’s trade to expand 

its trade as well as diversified resulting in concentration of Nepal’s trade with India coming to a 

level of around 25%. In terms of trade Nepal remains a relatively open country but in recent times, 

its advantages appear to have been waning. Not only that given the existing situation of galloping 

trade compounded by huge trade deficit, Nepal is entering in some form of crisis. The trade policy 

of 2010 and the budgets of the country have tried to bring conducive changes, but the situation has 
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mostly remained poor meaning that Nepal has failed to achieve trade led growth as anticipated in 

many policies and plans. It shows that the import growth is much higher than the export growth 

putting constant pressure to balance of payment position. 

Trade is one of the most important components of Nepalese economy. Currently total foreign trade 

ratio to GDP is around 38 percent. The trend of export is not positive as it tended to be stagnant 

and declined in relative terms. The ratio of export to GDP has decreased from 14.6 percent in 

2004/05 to 3 percent in 2018. But the ratio of import to GDP has increased from 29.5 percent in 

2004/05 to 40 percent in 2018. Compared to the average growth rate of total trade at 16.1 percent, 

the average growth rates of export and import are 1.6 percent and 14 percent respectively from 

2004 to 2018 that clearly indicate that imports have tended to grow significantly while exports 

have tended to be static. After the accession of Nepal to the WTO, the share of export in total trade 

decreased from 28.2 percent in 2004/05 to 12.6 percent in 2013/14 in comparison to the increase 

in import from 71.8 percent to 85.9 percent during the same period.  

 

The trade deficit is rapidly increasing as shown by the figure included below. The trade deficit as 

a proportion of GDP increased from 15.9% in 2004/05 to around 30% in 2016 meaning that almost 

a third of GDP is being incurred only to finance the trade deficit. Naturally it is causing a serious 

pressure to the overall balance of payment situation. Not surprisingly, Nepal has to undergo a 

serious challenge posited by negative balance of payment scenario from mid-2009 to early 2011, 

or in other words for the longest period in its economic history. This kind of situation demands 

continuous enquiry into the issues coming out with appropriate solutions. Inability of the existing 

mechanisms to address the problem means creating a right mechanism we really want to promote 

trade on a sustainable basis and make it a vehicle for economic growth.  

Nepal, in the past few decades, have recorded vast growth in trade mainly fueled by growth in 

imports. 

 

Nepal discarded the import-substitution approach in favor of an export-promotion approach by 

virtually eliminating restrictions on trade and commercial activities in early nineties (Bajracharya 

and Sharma, 1996 and Acharya et al, 1998). India was also in the midst of similar reforms to 

address its own economic crisis, which created pressure on Nepal to act similarly because of the 

highly integrated nature of the two economies (Dixit, 1994). In 1991, Nepalese citizens who 

conducted foreign currency transactions were allowed to open bank accounts in foreign currency. 

In March 1992, the government introduced partial convertibility for current accounts. This 

decision was taken just hours before a similar decision in India, and it effectively released 

administrative control over imports and abolished the license regime. In fact, foreign reserves went 

up after the decision due to expansion in exports and enhanced mobilization of foreign assistance. 

A few months later, the convertibility ratio was further raised and, in February 1993, current 

accounts were made fully convertible.  

 

The budget for FY 1993/94 completely abolished the trading license system, except for a few items 

listed as “sensitive.” Commercial banks were also allowed to provide loans in foreign currency to 

export-oriented industries beginning in 1993. Furthermore, the Trade Policy of 1992 emphasized 

the need to diversify trade by establishing a Special Economic Zone (SEZ). With the enactment of 

IEA, 1994 and FITTA, 1994, Nepal deregulated the manufacturing and commercial sectors, 

opening most sectors for private and foreign investment without restrictions.  
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The openness of the economy helped bring more private and foreign investment in agriculture, 

manufacturing, and service industries between 1995 and 2000, contributing to economic growth. 

However, political instability caused by the Maoist insurgency from 1996-2006 severely affected 

the market environment. As discussed earlier, mainstream political parties’ ambiguous approach 

to social inclusion and poverty reduction contributed to the escalation of the conflict. In addition 

to hurting trade and investment, the insurgency contributed to an electricity crisis which resulted 

in increased energy imports from India, further skewing the trade imbalance (ADB et al, 2009 and 

IIDS, 2018). 

 

At the same time, corruption hurt trade. Despite a number of policy reforms related to taxes, 

customs, company affairs, and other state administration, the cost of doing business remained high 

in Nepal. In many instances, private-sector firms colluded with the state by engaging in bribery to 

gain advantage and hurt competitors. As a result, a substantial portion of Nepal’s trade took place 

through informal channels (Karmacharya, 2002). Likewise, the state administration lacked a clear 

approach for utilizing the labor force, which grew year by year (ILO, 2015). It failed to 

substantially enhance the skills of the labor force to increase the dynamism of the economy. The 

Twelfth Plan (2010-2013) made some attempts in this regard, but there was no large-scale change 

in industrial or agricultural production. As a result, exports failed to diversify beyond a few limited 

sectors (Table 2).  

 

Trade imbalances with India remained skewed according to an age-old pattern whereby Nepal 

exported primary and intermediary goods and imported processed and manufactured items in even 

greater quantities. Though Nepal’s manufacturing exports increased after FY 1999/2000 (Table 

2), most of the items under this heading were in fact intermediary goods like textiles, yarn, jute, 

zinc sheet, and copper wire rods. Nepal continued to heavily rely on India for imports in all major 

commodity groups (Table 1). MNCs began large-scale investments in India after its liberalization 

in the 1990s, resulting in more and more Indian manufactured items becoming available in Nepal. 

For instance, before the 1990s, most vehicles and transport machinery in Nepal were imported 

from third countries. Today, however, Nepal is importing more and more transport equipment from 

India, as virtually all major manufacturers have started producing there.  

 

The revisions and renewals of the Trade and Transit Treaties with India have enabled the uneven 

and imbalanced trade relationship to continue unabated. Administrative caveats remain as major 

non-tariff barriers, and transit through India is still the bottleneck for Nepal’s trade with third 

countries. The average speed of vehicle movement in the India-Nepal corridor is very slow, 

significantly raising costs (UNESCAP, 2003 and ADB and UNESCAP, 2017). In 2016, a Letter 

of Exchange between Nepal and Bangladesh established transit through the Kakarbhitta-Phulbari-

Banglabandh corridor. In the same year, another Letter of Exchange with India operationalized 

transit traffic by rail to and from the Vishakhapatnam Port in Andhra Pradesh. The Visakhapatnam 
Port represents an opportunity for better connectivity because it is a deep-sea port. Otherwise transit 

through Kolkata/ Haldia port being provided to Nepal has to transfer from the mothership to smaller vessels 

enhancing costs while Vishakhapatnam is directly accessible to motherships. But, the proportion of surface 

transportation from Vishakhapatnam is much longer that may thwart the advantage of deep sea port. 

However, the administrative procedures using these new routes through Bangladesh and India 

remain lengthy. ADB and UNESCAP (2017) have suggested clearer guidelines, automation, a 

national single-window system, data harmonization, and simplification and reduction of 
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procedures and documents as solutions to open up the trade bottleneck. Furthermore, the 

Government of Nepal is trying to establish dry ports at various border points with China and India 

to facilitate transit.  

 

The issues, hence, in the development of trade is multifarious and needs to be addressed. Various 

strategies have been developed starting from Export Import Strategy in 1989 to NTIS I in 2010 

and NTIS II in 2020 but the actual scenario has deteriorated with the trade deficit mounting at 

unprecedented level.  Though the BoP situation is still comfortable, immediate attention is required 

to correct the anomalies. The present effort is directed towards this very direction. 

 

1.2 Objectives 

The main objective of the study based on the ToR is to prepare a strategic plan for the next decade, 

2077-2087, that leads to overcoming the present challenges and harness existing and new 

opportunities to contribute to the national development process. The specific objectives will be, 

• To review and assess the trade performance including identifying externalities, 

contributing factors and hindrances and challenges, 

• To review the policies, strategies, efforts and actions regarding trade development in Nepal, 

• To compare and contrast with a few (at least two) countries in the strategies, performance 

and achievements so as to learn lessons invaluable for Nepal, 

• To assess and evaluate the institutions, their ability including in monitoring and needs in 

the public, private and supporting sec tors, 

• To develop strategies, actions and plans including the implementation framework. 

1.3 Methodology 

 

a. First of all, policies, laws, guidelines, plans and actions were reviewed. A lot of information 

relating trade structure, trading opportunities and competitive advantage of countries have tries to 

be assessed. Information were collected mainly from online sources including ITC, individual 

country portals and other agencies. Similarly information from Nepal are collected from TEPC, 

Department of Customs and Nepal Rashtra Bank. The data are being processed and analysed 

mainly to determine the prospect and opportunities. 

b. Trade performance, development and diversification both in destination and commodity terms 

are being done done based on secondary data collected from NRB, TEPC and Department of 

Customs. Various indicators like concentration index, competitive advantage index and statistical 

analysis. Econometric models will be developed to assess contributing factors and deterrents.  

c. Intensive discussions and focused groups will be conducted for the following groups in order to 

find out the status, identify respective views and perspectives, identify their difficulties and seek 

out avenues for overcoming them: 

• Government including provincial governments 

• Experts, researchers and ex-government officials 
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• Private sector including at provincial levels and trading points (importers, exporters, trade 

facilitators, businessmen, Trade associations, bilateral chambers, Chambers, FNCCI, CNI) 

The discussions were held at MOICS, sectoral ministries, customs offices, and the private 

sector. 

The discussions were conducted at with the help of various local associates, 

1. Birgunj 

2. Bhairahawa 

3. Nepalgunj 

4. Biratnagar 

5. Kakarbhitta 

6. Butawal 

7. Pokhara 

8. Kathmandu. 

Discussions, meetings and consultations were made virtually or using local expertise to collect the 

information. Discussions were mainly made in the following issues, 

• Overall trade scenario, trends, trade processes 

• Challenges and prospect s 

• Export potentials 

• Way forward 

e. Treaties, WTO, Indo Nepal Trade Treaty and other covenants, economic cooperation and trade 

agreements are analysed and thoroughly reviewed to define limits, identify opportunities and 

develop compatible strategies. 

f. Institutional capacity is assessed using a structured questionnaire survey of all listed government, 

private sector and other supporting organisations. 

h. Actions and results were assessed using indicators like actual achievements, target vs 

achievements, macro impact on economy, GDP and growth; spending, budgets and their 

implications; change in process (time, documents and results); institutional capacity (time taken, 

initiatives, R&D, results) and operational ease (time, costs, documents, processes and results). 

i. Opportunities (commodities, services, facilitation including intermediation) were identified 

based on assessment of the domestic trends and achievements, international trends and markets 

and discussions with the private sector and key informants. 

j. Based on the analysis, appropriate strategies were developed for Nepal learning from its own 

experience, success of its strategies, international learnings from selected nations as well as key 

strategies practiced by major countries or advocated by experts. Commensurate actions and 

implementation plan and strategies were also be formulated to guide the implementation. 

 

1.4 Limitations: 
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• The biggest barrier has been then present pandemic leading to lockdown severely limiting 

the study process. Hence, the study time will have expanded to at least three more months 

depending on the time taken to normalcy. 

• Many meetings were done virtually and requisite representation in some cases have to be 

compromised. 
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Chapter 2 

Trend, Growth and Structure of Foreign Trade 

 
2.1 Trade Situation of Nepal: An Overview 

 

Nepal, in the past few decades, have recorded vast growth in trade mainly fueled by growth in imports. The 

following table exhibits the trade situation of Nepal. 

 

Table 2.1: Foreign Trade of Nepal 

In billion Rs 

Year Exports Imports Total Trade Growth 

Rate 

% 

Trade 

Deficit 

Trade 

Deficit 

as % of 

GDP 

2008/09 67.7 284.5 352.2  -216.8 21.9 

2013/14 92.0 714.4 806.4 45.8* -622.4 31.7 

2014/15 85.3 774.7 860.0 8.4 -689.4 32.4 

2015/16 70.1 773.6 843.7 -1.9 -703.5 31.2 

2016/17 73.0 990.1 1063.2 26.0 -917.1 34.3 

2017/18 81.6 1242.8 1324.8 24.6 -1161.2 38.1 

2018/19 97.1 1418.5 1515.6 14.4 -1321.4 38.2 

2019/20 97.1 1196.8 1293.9 -14.4 -1099.1 25.8 

 

• Average per annum growth 

Source: Economic Survey of Nepal, 2018/19 

 

The trade scenario indicates a very fast pace of growth in trade that except in 2015/16 when it declined by 

1,9% due to the earthquake and trade blockade by India, it has continuously grown at an average rate of 43 

percent per annum. The average export growth per annum during the period is much below at 14.3 percent 

compared to the import growth of 49.9 percent. The exports have actually declined reaching 92 billion in 

2013/14 in all years except the revival in 2018/19 when it reached Rs 97 billion. As a result, trade deficit 

has been colossal reaching the high of 38.2 percent in 2018/19. In 2019/20, due to the pandemic, imports 

declined reaching at Rs 1196.8 billion and commensurately the trade deficit declined to 25.8 percent, the 

lowest in the decade. Despite the scenario, Nepal so far has a positive balance of payments due to 

remittances and but for it would have been in a dire situation. Inability to increase exports mean inability 

to entrench into new markets, concentration in a few countries for example of re-concentration in India, 

and declining competitive advantage of Nepalese products. On the other hand, imports have spiked 

continuously with the decline in domestic production due to reducing competitive advantage and reliance 

on imports including even in agricultural products, which dominated our exports up to late eighties. The 

issue hence would be if the trend continues as is indicated by the trend this decade how would we ever be 
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able to sustain the deficit. Precisely this is why a strategy leading the total transformation in trade is 

required. 

 

2.2 Composition of Trade 

 

As exhibited by Table 2.4, Nepal, which mainly exported primary products up to late eighties emerged as 

the exporter of manufactured products accounting for about 62 percent in 2017/18. The transformation was 

contributed by  the initiation of the carpet industry, developed to be provide jobs to Tibetan refugees,  but 

featured as an important export potential recording huge growth particularly after the initiation of reforms 

in the early nineties and remained as the single largest export product  up to 1998,   the garment industry 

promoted and established initially by Indian investors during early eighties to take advantage of quota free 

status and later quota allocated to Nepal, which became the highest export item since 1999 but declined 

with the phase out of Multi Fiber Agreement and Pashmina, a traditional product of Nepal but which was 

successful in creating market after Pashmina began to be woven at the base of silk unlike cotton before, a 

technology brought by Nepali migrant labour who learned the technique  from Kashmir. other traditional 

products included handicrafts, silver and gold jewelry (after the initiation of reforms) and a few other 

processed items. Other export items were mainly traditional in nature for example about 30 percent of the 

export products consist of   primary products for example food, live animal and crude materials. During the 

last decade or so the lead items have changed commensurate to duty differences and   competitive advantage 

for example iron sheets and rods became a number one export to India which has been replaced by processed 

palm oil during the last couple of years. It indicates Nepal’s ability to export, which accounted for about 6 

percent of total trade means Nepal has only very limited capacity in exporting constrained by high  cost of 

production, inability to produce commensurate to quality,  finishing and standardization needs of the market 

meaning limited competitive advantage that needs to be metamorphosised if we really want to promote 

sustainable trade. This may also reflect albeit in smaller proportion undervaluation of export s and 

deflection of the earnings that need to be  enquired separately. 

 

 

The imports, as shown by Table 2.3, consist of finished goods, raw materials, fuel and processed agricultural 

products.  The imports is led by sharp rise in imports of automobiles categorized in machinery and transport 

equipment accounting for 25.3 percent followed by other manufactured products  (22.5%), fuel (13.8%), 

processed agricultural products (12.1%) and chemicals and drugs (10.1%). The sharp rise in imports may 

be explained by 1. Rising population 2. Rise in income level 3. Gradual reduction in domestic 

manufacturing due to reduction in comparative and competitive advantage 4. Increase in exports of 

processed imported inputs 5. Rise in remittances leading to enhanced affordability and 6. Changing life 

styles.  Then worrying part is Nepal, traditionally known for agriculture, is facing severe deficiencies in 

agricultural products for example 600,000 ton cereals, 300,000 ton milk and milk products, 500,000 ton of 

meat, fruits and other processed food.  The growth is particularly alarming after 2006/07 indicating our 

reliance on foreign products leading to more than 35 percent dependence on imports in our total 

consumption.  There is every chance that this scenario will be unsustainable and may lead to sharp 

depreciation in currency which albeit the pegging with India helps to control but may also lead to excessive 

imports due to overvaluation of Nepalese currency. 
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The trade balance, as a result, has grown staggeringly and reached 38.2 percent of GDP, one of the highest 

in the world is simply untenable and hence there is a strong need for revamping our trade strategies to 

correct the anomalies. 

 

2.3 Direction of Trade 

 

In the trade diversification front too, Nepal has simply failed as the diversification strategies, initiated in 

early sixties culminating in excessive dependence on one country coming down to about 28 percent in 1994, 

increased to over 65 percent now that too after becoming the member of WTO that opened the global market 

for Nepal. The   inability to take advantage from WTO may be summarized as 1.  Reduction in the 

competitive advantage of the country due to failure to improve productivity commensurate to rise in wages 

2.   Inability to have access to markets due to inability to develop distribution link (it may be recalled that 

German middlemen developed market position for Nepali carpet and Indian distributors linked Nepali 

garment in the US) 3. Ease of doing business with India taking advantage of Nepal India   Trade Treaty. 

 

Nepal’s exports mainly go to India (56.8%), USA (12.3%) and Germany (10.4%) as exhibited in Table 2.2. 

Other export destinations are UK, France, China, Japan and Russia. Nepal’s imports mainly come from 

India (65.5%), China (13.2%) and France (1.4%). Other major countries included UK, Germany, South 

Korea, Japan,  Hong Kong and other developed countries, New Zealand and East and South East Asia. 

 

The direction of trade too needs serious attention first to expand export opportunities and to seek best 

imports and hence the strategy should answer all these.
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Table 2.2: Direction of Foreign Trade in Post 1990 (in NRs. Million) 

Countries/ Regions 

1995/96 2005/06 2015/16 2016/17 

Export Import Balance Export Import Balance Export Import Balance Export Import Balance 

Asia 4,603.80 64,663.16 -60,059.37 43,229.76 140,760.49 -97,530.72 46,508.66 695,737.91 -649,229.25 47,354.80 887,625.07 -840,270.27 

India 3,978.60 25,588.10 -21,609.50 41,012.60 109,305.90 -68,293.30 39,095.13 487,597.31 -448,502.17 41,500.84 646,019.02 -604,518.17 

China 0.01 3,094.38 -3,094.37 108.17 6,635.51 -6,527.34 2,156.76 117,209.98 -115,053.22 1,809.83 130,241.44 -128,431.61 

South Asia (Other than 

India) 405.73 871.61 -465.88 661.54 475.61 185.92 1,624.00 5,109.90 -3,485.89 1,283.51 5,367.32 -4,083.81 

ASEAN  51.12 13,176.12 -13,125.00 451.87 14,571.51 -14,119.63 763.87 40,287.04 -39,523.17 926.10 45,300.98 -44,374.88 

Japan  78.98 4,551.15 -4,472.17 572.09 1,935.08 -1,362.99 1,204.03 7,641.42 -6,437.39 1,023.56 6,691.55 -5,667.99 

South Korea 28.12 1,099.58 -1,071.47 25.52 1,788.88 -1,763.37 120.41 5,016.04 -4,895.63 160.54 8,938.06 -8,777.52 

Hong Kong 28.62 11,706.11 -11,677.49 111.76 930.93 -819.17 345.46 1,048.20 -702.74 227.39 2,946.68 -2,719.29 

Other Asia 32.61 4,576.10 -4,543.49 286.22 5,117.07 -4,830.85 1,198.99 31,828.02 -30,629.03 423.03 42,120.03 -41,697.00 

Europe 9,021.31 6,512.54 2,508.76 8,057.43 8,884.34 -826.91 13,415.90 41,636.53 -28,220.63 14,972.52 46,387.88 -31,415.36 

EU 8,212.27 5,048.06 3,164.22 6,144.96 5,355.78 789.18 7,767.35 19,693.25 -11,925.90 7,618.68 27,252.61 -19,633.93 

Germany 6,751.33 2,455.00 4,296.34 2,843.77 2,761.79 81.98 3,157.14 4,347.05 -1,189.91 3,046.90 4,347.21 -1,300.31 

France 175.57 513.74 -338.18 1,297.49 909.86 387.63 1,283.75 7,243.80 -5,960.05 1,193.61 13,350.34 -12,156.73 

Other EU 1,285.38 2,079.32 -793.94 2,003.69 1,684.13 319.57 3,326.47 8,102.41 -4,775.94 3,378.17 9,555.06 -6,176.89 

UK 289.40 1,024.32 -734.92 1,184.08 961.42 222.66 2,851.64 2,210.55 641.09 2,522.77 2,845.15 -322.37 

Europe Excluding EU 519.63 440.17 79.46 728.39 2,567.15 -1,838.75 2,796.91 19,732.73 -16,935.82 4,831.07 16,290.12 -11,459.05 

American Continent 5,825.26 2,149.75 3,675.52 7,711.44 5,019.89 2,691.55 10,449.48 31,706.88 -21,257.40 9,949.10 36,434.69 -26,485.59 

US 5,672.77 765.64 4,907.13 6,993.44 1,677.50 5,315.94 9,340.68 8,703.01 637.67 8,967.11 8,465.22 501.89 

Others 152.50 1,384.11 -1,231.61 718.00 3,342.39 -2,624.39 1,108.80 23,003.87 -21,895.07 981.98 27,969.47 -26,987.48 

Africa 5.19 31.17 -25.98 108.49 285.97 -177.48 89.84 5,709.29 -5,619.45 121.78 9,122.23 -9,000.45 

Oceania 49.52 2,756.14 -2,706.62 183.23 2,442.05 -2,258.81 673.79 6,355.35 -5,681.56 727.16 6,381.46 -5,654.30 

Total 19,505.08 76,112.76 -56,607.69 59,290.36 157,392.73 -98,102.37 71,137.66 781,145.96 -710,008.30 731,25.35 985,951.33 -912,825.97 

(Source: Various Issues of Nepal Overseas Trade Statistics, TEPC) 
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Table 2.3: Import of Nepal by Commodity Groups in Post 1990 (in NRs. Million) 

Major Commodity 

Goods 

1995/96 2005/06 2015/16 2017/18 

Total 

Import 

India 

Import 

Oversea 

Import 

Total 

Import 

India 

Import 

Oversea 

Import 

Total 

Import 

India 

Import 

Oversea 

Import Total Import 

India 

Import 

Oversea 

Import 

Food and Live Animal 4785.80 3265.70 1520.10 13298.70 10108.80 3189.90 109756.50 81574.90 25657.10 151111.70 102605.40 41486.80 

Tobacco and Beverages 508.60 437.70 70.90 1161.80 724.50 437.30 6413.30 3585.60 2822.00 8285.50 3784.80 4435.30 

Crude Materials, 

Inedible Except Fuels 4865.90 889.50 3976.40 10562.30 5437.60 5124.70 33391.90 15071.70 17173.50 41983.70 24098.20 16769.60 

Mineral, Fuels and 

Lubricants 5549.30 436.70 5112.60 36447.00 35665.30 781.70 84088.20 75530.00 8234.10 197835.90 184875.90 12821.30 

Animal and Vegetable 

Oil and Fats 2830.90 51.40 2779.50 10196.60 152.60 10044.00 21153.30 1744.90 19406.40 28611.60 1471.10 27137.40 

Chemicals and Drugs 8686.80 3540.60 5146.20 24750.20 13520.80 11229.40 103961.80 53655.50 29858.10 125577.10 74194.80 36306.50 

Manufactured Goods 

Classified Mainly by 

Materials 28129.70 9472.60 18657.10 40600.50 25487.40 15113.10 163131.60 119395.20 17475.40 279892.40 226783.00 25755.50 

Machinery and 

Transport Equipment 15301.10 5301.60 9999.50 26194.60 11974.00 14220.60 189764.10 109527.20 34313.30 314002.70 169241.40 62653.50 

Miscellaneous 

Manufactured Articles 3794.60 1001.80 2792.80 10417.80 4072.10 6345.70 45864.20 17127.40 9678.30 63322.10 22759.50 13806.50 

Commodity and 

Transaction not 

Classified According to 

Kind 1.80 1.00 0.80 150.80 0.00 150.80 16074.20 0.10 16074.10 32203.70 0.00 32203.50 

Total 74454.50 24398.60 50055.90 173780.30 107143.10 66637.20 773599.10 477212.60 180692.10 1242826.80 809814.20 273376.00 

(Source: NRB, 2018) 
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Table 2.4: Export of Nepal by Commodity Groups in Post 1990 (in NRs. Million) 

Major Commodity Goods 

1995/96 2005/06 2015/16 2017/18 

Total 

Export 

India 

Export 

Oversea 

Export 

Total 

Export 

India 

Export 

Oversea 

Export 

Total 

Export 

India 

Export 

Oversea 

Export 

Total 

Export 

India 

Export 

Oversea 

Export 

Food and Live Animal 1946.60 1267.80 678.80 7192.00 6306.70 885.30 16421.30 13538.90 2803.30 20856.90 16641.90 3600.80 

Tobacco and Beverages 9.70 1.90 7.80 25.00 14.30 10.70 478.30 0.00 476.20 247.80 6.40 240.00 

Crude Materials, Inedible Except Fuels 768.70 336.50 432.20 1223.40 1163.30 60.10 2218.30 1338.30 731.70 3158.30 2429.70 607.40 

Mineral, Fuels and Lubricants 1.30 1.30 0.00 3.20 0.50 2.70 1.00 0.00 0.90 14.10 13.50 0.50 

Animal and Vegetable Oil and Fats 251.30 137.90 113.40 4284.60 4145.70 138.90 106.90 102.80 3.10 406.40 358.40 2.80 

Chemicals and Drugs 640.40 618.10 22.30 3686.90 3564.70 122.20 4618.10 4138.50 402.00 4702.90 3782.80 420.80 

Manufactured Goods Classified Mainly 

by Materials 10455.70 1236.10 9219.60 28533.00 21928.30 6604.70 32666.00 17777.20 13837.10 37203.50 20386.50 15954.40 

Machinery and Transport Equipment 35.20 26.40 8.80 1201.90 111.00 1090.90 399.70 75.60 194.30 1451.70 240.20 905.70 

Miscellaneous Manufactured Articles 5772.20 56.60 5715.60 14081.60 3477.70 10603.90 13204.90 2522.40 10491.40 13592.00 2745.40 10416.60 

Commodity and Transaction not 

Classified According to Kind 0.00 0.00 0.00 2.50 2.50 0.00 2.70 0.00 1.80 0.00 0.00 0.00 

Total 19881.10 3682.60 16198.50 60234.10 40714.70 19519.40 70117.20 39493.70 28941.90 81633.30 46604.80 32149.10 

(Source: NRB, 2018) 
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Nepal’s exports in the past few decades have centered around a few items. Handicrafts and the carpet 

industry, despite a decline since late nineties, remained major items of export to Europe and the 

Americas, resulting in “manufactured goods” remaining the top export commodity group through 

2017/18 (Table 2.3). Likewise, Nepal exported lentils, primarily to Bangladesh in early nineties. Donor 

technical support helped enable Nepal to begin exporting other items like pashmina, silver ornaments, 

wool products, handmade paper, and tea to third countries since early nineties (MOCS, 2010 and 2016). 

Items like cardamom, ginger, non-timber forest products, medicinal and aromatic plants, fruits, and 

vegetables1 continue to be exported in raw form, especially to India, where they are processed and 

refined for local markets and for re-export (ADB, 2014 and Arenas, 2016). 

 

But aside from these items, Nepal has had little to sell since joining the WTO in 2004 and the regional 

trade agreements SAFTA and BIMSTEC in 1993 and 2004, respectively. At the same time, it has not 

followed through on commitments made during WTO accession regarding SPS and TBT, customs 

reform, and other non-tariff barriers (MOCS, 2010 and 2016). The Multimodal Transportation of Goods 

Act was passed in 2006 to regulate trade transport, but bad road conditions remain a persistent barrier 

to the free flow of goods. Though the government has harmonized customs tariffs and has tried to 

simplify the customs clearance process by introducing the Automated System for Customs Data 

(ASYCUDA) in 1996, the process is still time-consuming (NCOC, 2017). In addition, the government’s 

weak technical capacity has hampered efforts to  control quality. As a result, Nepalese consignments 

are often returned to Nepal, although sometimes this is because Nepal’s trade partners impose stringent 

technical barriers when their own domestic supply is abundance (they are laxer at times of low domestic 

supply).  

 

Studies by the World Bank (2003), MOCS (2010) and MOCS (2016) have explored the potential of 

various products for export by Nepal, but the government has mostly failed to act on their 

recommendations. While the government has recognized that exportable commodities are a source of 

growth, it has not taken significant initiatives to address supply-side constraints and challenges. A study 

by the Nepal Chamber of Commerce (2017) also notes that barriers exist for exporting silver jewelry, 

ginger, cardamom and other products. The government has stated its intention to promote exports by 

establishing special economic zones (SEZs), but the necessary legislation was passed only recently, in 

October, 2016, and significant results have yet to be observed. Likewise, the government failed to seize 

upon the opportunity provided by special trade preferences given by developed countries in order to 

develop domestic industries. SAWTEE (2007) argues that Nepal was not able to benefit from its quota 

for readymade garments provided by the USA under the MFA because it channeled readymade 

garments produced by China and India, benefitting middlemen rather than domestic industries. In 

addition, even when products were made in Nepal, much of the labor was performed by migrants from 

other countries, especially India (Panday, 1989). The export of readymade garments declined after the 

expiry of the ATC in January 2005, although a few readymade garment industries that achieved 

operational efficiency have survived (SAWTEE, 2007).  

 

Another opportunity for Nepal came with the 1996 iteration of the India and Nepal Trade and Transit 

Treaty, which contained a clause for re-export that was favorable for Nepal, helping to increase Nepal’s 

vegetable ghee exports to India. Nepal’s vegetable ghee industries relied on palm oil imported from 

ASEAN countries, which they re-exported to India as vegetable ghee after processing. However, India 

imposed restrictions again in 2001, leading to closure of most of Nepal’s vegetable ghee industries. As 

in the case of readymade garments, Nepal’s state administration failed to capitalize on the special trade 

 
1 
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preference to develop Nepal’s production base and comparative advantage. Instead, the government 

was overly focused on collecting revenue over the short term.  

 

In sum, despite efforts to liberalize trade in Nepal since the late 1980s/ early 1990s, the country has 

not been able to develop its export base and expand into foreign markets. At the same time, imports 

have increased, resulting in a widening trade imbalance with most trade partners. The imports of over 

1400 billion rupees and exports of around 100 billion mean that the trade balance is 36 percent is one 

of the highest in the world that despite favourable BoP so far it is going to be unsustainable. The 

value of Nepal’s exports is equal to a mere seven percent of its imports – a situation that would be 

untenable but for the inflow of remittances of Nepalis working abroad. Nepal has become 

increasingly economically dependent on foreign countries, and its lack of electricity generation 

capacity has made this problem more acute. The government was able to curb load-shedding in 2014 

after signing a Power Trading Agreement with India, providing Nepal an extra 500 MW of imported 

electricity, but this has exacerbated Nepal’s trade imbalance with India. The situation has improved 

but the need for importing energy, in which Nepal has a definite advantage, putting pressure on 

balance of trade though the situation is expected to improve in 2020 with the completion of many 

projects in the country. 

 

 
Composition of Foreign Trade with Trading Partners 

Foreign trade that comprises of export and import is one of the most important components 

of the national economy. The size of the foreign trade can be used an economic barometer 

to measure the overall picture of economic health of a nation. The Table 2.5 given below 

contains the Composition of Foreign Trade with top 20 trading partners categorizing them 

into three different categories such as India, China and 18 other trading partners. 

As far as the overall trend of foreign trade with 20 major countries from the fiscal year 

2008/09 are concerned, the total trade volume with India was NPRs 208,693(in million). Out 

of that, exports to India was 20.88 percent with total value of NPR 43,574 (in million) and 

imports were 79.12 percent with total volume of NPR 165,119 (in million). Similarly, the 

total volume of trade with China, another major trading partner during that period was NPR 

32,701. 

Out of that exports were NPR 1848 (5.33 per cent) and imports were NPR 32,853 (94.67 

percent). However, the volume of total trade with 18 other major trading partners were NPR 

76,241 (in million) in which exports and imports were 16.27 and 83.73 percent respectively. 

In totality, the volume of trade with top 20 countries were NPR 319,636 (in million) in 

which exports were NPR 57,827 million (18.09 percent) and imports were NPR 261,809 

million (81.91 percent). 

In the same way, during the fiscal year 2010/11, total trade with top 20 nations were NPR 

431,550 million with 12.86 percent exports and 87.14 percent imports. So far as the trade 

with India is concerned, total exports during the period of 2010/11 was NPR 302,028 million 

and the value of exports were 14.19 percent and imports accounted for 85.81 percent. In the 

same way, the value of total trade during the period (2010/11) with China stood around NPR 

46,381 million. 

Out of total trade with China during that period 1.61 percent were the exports and 98.39 

percent were imports. On the other hand, the volume of total trade with 18 other countries 

during the year 2010/11 was NPR 83,141million out of which exports were 14.30 percent and 
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imports were 85.70 percent. Similarly, in the fiscal year 2013/14, the value of total trade stands 

around NPR 896,154 million, out of which the percentage of exports and imports are 10.14 

percent and 89.56 percent respectively. 

However, total trade with India during that year was NPR 632,645, out of this, 10.99 percent 

belonged to exports and 89.01 percent belonged to imports. Trade with China during this 

period was NPR 93,372 with 3.61 percent contribution to exports and s96.39 percent to 

imports. The value of total trade with 18 other countries is greater than that of China. The 

difference is almost NPR 76,765 million. The contribution to exports and imports in 18 other 

countries during that period were 12.14 percent and 87.86 percent respectively. In 2016/17, 

the overall trend of foreign trade does not seem to be balanced. 

With the growth of import, there has been continuous pressure to prop up exports. The 

overall trade of top 20 countries reached to 1,003,529, out of which 6.46 percent belong to 

exports and remaining 93.54 percent belong to imports. On the other hand, trade with 18 

other nations paints a gloomy picture of export and import. However, the value of imports 

is continuously on the rise in 2016/17 India’s total exports during the was still not within the 

expectation. Imports from India during the period was 93.96 percent whereas as exports 

staggered to 6.04 percent. 
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Table 2.5: Composition to Foreign Trade with Trading Partners 
NPR in Million 

Fiscal 

Year 

 

Mode 
India China 

Other 18 

Trading Partners 

Overall 20 

Trading Partners 

Value % Value % Value % Value % 

 

2008/09 

Exports 43,574 20.88 1,848 5.33 12,405 16.27 57,827 18.09 

Imports 165,119 79.12 32,853 94.67 63,837 83.73 261,809 81.91 

Total 208,693 100.00 34,701 100.00 76,241 100.00 319,636 100.00 

 

2010/11 

Exports 42,868 14.19 746 1.61 11,886 14.30 55,500 12.86 

Imports 259,159 85.81 45,635 98.39 71,256 85.70 376,050 87.14 

Total 302,028 100.00 46,381 100.00 83,141 100.00 431,550 100.00 

 

2013/14 

Exports 69,541 10.99 3,373 3.61 20,656 12.14 93,570 10.44 

Imports 563,104 89.01 89,999 96.39 149,482 87.86 802,585 89.56 

Total 632,645 100.00 93,372 100.00 170,137 100.00 896,154 100.00 

 

2016/17 

Exports 41,501 6.04 1,810 1.37 21,508 11.69 64,818 6.46 

Imports 646,019 93.96 130,241 98.63 162,450 88.31 938,711 93.54 

Total 687,520 100.00 132,051 100.00 183,958 100.00 1,003,529 100.00 

 

2019/20 

Exports 70,109 8.70 1,191 0.65 18,908 8.19 90,208 7.40 

Imports 735,309 91.30 181,920 99.35 211,969 91.81 1,129,198 92.60 

Total 805,418 100.00 183,111 100.00 230,877 100.00 1,219,406 100.00 

 

Source: Nepal Rastra Bank. 

So far as China’ trade is concerned, percentage of total trade has arisen, but the volume of 

exports dwarfed by almost 1.37 percent. In the same way trade with 18 other countries was 

NPR 162,450 million in which exports were 11.69 percent and imports were 88.31 percent. 

Similarly, in the year 2019/20, the value of total trade was NRP 1,219,406 out of which 7.40 

percent were exports and 92 percent were imports. As far as the trade with India is 

concerned, the value of total trade with India was NPR 805,418 out of which 8.70 percent 

were exports and 91.30 were imports. Nepal’s trade with China, second biggest trading 

partner is NPR 183,111, out of which exports and imports were 0.65 and 99.35 percent 

respectively. The value of trade with 18 other trading partners was NPR 230,877 out of 

which 8.19 percent were exports and 91.81 percent were imports. This shows that Nepal’s 

foreign trade with India is highly concentrated. Even from 2008/09 the value of export trade 

to India has been going down from 20.88 in 2008 to 8.70 percent in 2019.  

 

 
Structure and Growth of Exports with Trading Partners 

The overall structure and growth of exports with trading partners does not depict an 

optimistic picture as the volume of exports has been continuously declining with harrowing 

fall in Nepal’s manufacturing activities. This particularly occurred after 2004 following the 

insurgency and industrial insecurity. The table 2.6 depicts the overall trend of exports. 

According to the table, the overall export with 20 major trading partners was NPR 57,462 

million in 2008/09 which declined to 55,462 in the year 2010/11. There was a decline of 

export from 2008/09. However, there has been an increase in export in the year 2013/14. 

If we look at the pattern of exports during the year 2008/09, out of total exports amounting 

to NPR 57,827 million with top 20 trading partners, the value of exports to India has a lion’s 

share of NPR 43,574, whereas China and other 18 trading partners have exports amounting 

to NPR 1848 and NPR 12,405 respectively. During the year 2010/11 there had been a decline 

in exports. The total volume of exports declined to NPR 55,462 from NPR 57,827 in 2008/09 

with -2.03 percent decline. Exports to India, China and 18 other nations also declined. 

Exports to India had gone down by 0.81 percent, exports to China had declined by 36.46 
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percent and exports to other countries had decelerated by 2.12 percent. 

 
The reason why exports to China experienced significant decline was that the production of 

goods that were exported to China was hit hard by lack of raw materials. The structure and 

growth of exports with trading partners indicate that Nepal’s competitiveness in the 

international market is gradually declining probably due to the transitional political scenario 

in the country. 

 

Table 2.6: Structure and Growth of Exports with Trading Partners 
NPR in Million 

 

Fiscal 

Year 

India China 
Others 18 Trading 

Partners 

Overall 20 

Trading Partners 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 
Ref 1 2 3 4 5 6 1+3+5=7 8 

2008/09 43,574  1,848  12,405  57,827  

2010/11 42,868 -0.81 746 -36.46 11,886 -2.12 55,462 -2.03 

2013/14 69,541 17.50 3,373 65.36 20,656 20.23 93,671 19.02 

2016/17 41,501 -15.81 1,810 -18.74 21,508 1.36 64,792 -11.52 

2019/20 70,109 19.10 1,191 -13.01 18,908 -4.20 90,201 11.65 

 

Source: Nepal Rastra Bank. 

 

The figure 2.1 below clearly depicts the percentage distribution of trading partners by 

exports. In the figure exports to India from 2008/09 to 2019/20 oscillates between 

75.35 percent to 77.72 percent with a significant decline of 64.03 percent in 2016/17. 

The decline occurred owing to the unofficial economic-blockade from India in 2016. 

It has also been depicted that Nepal’s exports to China has been experiencing ups and 

downs even during the study period. The volume of exports to China in the year 

2008/09 was 3.20 percent declined to 1.32 percent in 2019/20 with the exception of 

increment in 2013/14 having 3.61 percent exports. 

On the other hand, exports to 18 other trading partners during the study period hover 

around 21.45 percent to 20.96 percent with a significant increase of 33.18 percent in 

2016/17. Trade experts during the Focused Group Discussion opined that exporters 

diverted their products to those countries during that period as the European and some 

Asian nations were relatively lenient towards Nepal because of Indian blockade. 
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Figure 2.1 

Percentage Distribution of Trading Partners by Exports 

 
 

Structure and Growth of Imports with Trading Partners 

 

The total imports from 20 trading partners during the study period of 2008/9 figures at 

261,809 million with lion’s share of India amounting to NPR 165,119 million. The value of 

imports from China and 18 other countries during the same period was NPR 32,853 million 

and NPR 63,837 million respectively. Similarly, the overall import from 20 trading partners 

during the study period 2010/11 was NPR 376,093 million with the growth of 19.85 percent. 

Out of total trade during this period, import from India was NRP 259,159 million with 25.28 

percent growth, whereas import from China and other 18 trading partners were NPR 45,635 

million and NPR 71,265 million. 

Similarly, the overall import from top 20 trading partners was NPR 802,647 million with the 

increase of 28.75 percent during the period of 2013/14. As far as the value of import from 

India is concerned, it was NPR 563,104 million with the increase of 29.52 percent. Similarly, 

the value of import from China and 18 other trading partners were NPR 89,999 million and 

NPR 149,482 million (with 25.40 and 28.01 percent) respectively. 

In the same way, overall value of import from 20 trading partners in the year 2016/17 as 

mentioned in the Table 2.7 was NPR 938,738 with 5.36 percent increase. Out of this total 

import, India occupies NPR 646,019 million with 4.69 percent growth whereas import from 

China increased by 13.11 percent and in the case of 18 trading partners the growth was 2.81 

percent. 

The value of import trade during the period of 2019/20 with 20 trading partners was NPR 

1,129,199 million. India’s share during this period was NPR 735,309 million with 4.41 

percent increase. However, the value of import from China and 18 other trading partners are 

181,920 million (with 11.78 percent growth) and NPR 211,969 million (with 9.27 percent 

growth) appropriately. 
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Table 2.7: Structure and Growth of Imports with Trading Partners 
NPR in Million 

 

Fiscal 

Year 

India China 
Others 18 Trading 

Partners 

Overall 20 Trading 

Partners 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 
Ref 1 2 3 4 5 6 1+3+5=7 8 

2008/09 165,119 - 32,853 - 63,837 - 261,809 - 

2010/11 259,159 25.28 45,635 17.86 71,256 5.65 376,093 19.85 

2013/14 563,104 29.52 89,999 25.40 149,482 28.01 802,647 28.75 

2016/17 646,019 4.69 130,241 13.11 162,450 2.81 938,738 5.36 

2019/20 735,309 4.41 181,920 11.78 211,969 9.27 1,129,199 6.35 

 

Source: Nepal Rastra Bank 

The figure below 2.2 depicts the overall pattern of import trade with 20 major trading 

partners of Nepal which portrays a clear picture about Nepal’s import trade. The figure shows 

the growing trend of import with India. During the study period 2008/9, the percentage of 

import trade with India was 63.07 percent, and with China and other 18 partners, it was 

around 12.55 and 24.38 percent respectively. 

 
 

Figure 2.2 

Percentage Distribution of Trading Partners by Imports 
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Structure and Growth of Total Foreign Trade with Trading Partners 

The Table 2.8 portrays an overall picture of structure and growth of total foreign trade with 

20 trading partners selected for study. The value of total trade in the year 2008/09 was NPR 

319,636 million. However, total trade with India during this period was NPR 208,693 

million. 

During the same period the value of total trade with China and 18 other trading partners were 

NPR 76,241 million. Similarly, the total value of trade in the year 2010/11 substantially 

increased to NPR 431,550 million with 16.20 percent. As far as Nepal’s overall trade with 

India is concerned, it experienced an increase of 20.30 percent from 2008/09 to 2010/11 with 

the value of NPR 46,381 million, whereas Nepal’s trade with China and 18 other trading 

partners during the study period (2010/11) were NPR 46,381 million (15.61 percent) and 

NPR 83,141 million (4.43 percent) respectively. Similarly, there has been an increase of 

27.58 percent in Nepal’s trade with top 20 trading partners with the value of NPR 896,154 

million during 2013/14. 

Moreover, Nepal’s trade with India during this study period was NPR 632,645 with the 

increase of 27.95 percent. In the same way trade with China had also experienced a surge of 

26.27 percent having the value of NPR 93,372 million whereas Nepal’s trade with 18 other 

trading partners was NPR 170,137 million. Likewise, Nepal’s overall foreign trade with 20 

trading partners during 2016/17 was NPR 1,003,529 million with an increase of 3.84 percent. 

On the other hand, Nepal’s trade with India during this study period witnessed an increase 

2.81 percent with the value of NPR 687,520 million, whereas trade with China increased by 

12.25 per cent with the value of NPR 132,051 million. 

As far as the trade with other 18 trading partners are concerned, it increased by 2.64 percent 

with the value of NPR 183,958 million. During 2019/20 Nepal’s total foreign trade increased 

by 6.71 percent with the value of NPR 1,219,406 million. If we take the value of trade with 

India it was NPR 805,418 with the growth of 5.42 percent. As far as the trade with China 

and other 18 trading partners are concerned the value of trade had increased by NPR 183,111 

million (11.51 percent) and NPR 230,877 million (7.87 percent). This indicates a constant 

rise in the value of Nepal’s foreign trade. 

 

Table 2.8: Structure and Growth of Total Foreign Trade with Trading Partners 
NPR in Million 

 

Fiscal 

Year 

India China 
Others 18 

Trading Partners 

Overall 20 Trading 

Partners 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 

Ref 1 2 3 4 5 6 1+3+5=7 8 

2008/09 208,693 - 34,701 - 76,241 - 319,636 - 

2010/11 302,028 20.30 46,381 15.61 83,141 4.43 431,550 16.20 

2013/14 632,645 27.95 93,372 26.27 170,137 26.96 896,154 27.58 

2016/17 687,520 2.81 132,051 12.25 183,958 2.64 1,003,529 3.84 

2019/20 805,418 5.42 183,111 11.51 230,877 7.87 1,219,406 6.71 

 

Source: Trade and Export Promotion Centre. 

The overall trend of foreign trade with trading partners portrayed in the diagram below 

(Figure 2.3) shows percentage distribution of trading partners by total foreign trade. The 

figure shows that there has been a continuous increase in the trade with the India with 65.29 

percent in 2008/09, 69.99 percent in 2010/11, 70.60 percent in 2013/14, 68.51 in 2016/17 
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percent and 66.05 in 2019/20 percent. Similarly, Nepal’s trade with China has also been in 

the rising trend with 10.86 percent in 2008/09, 10.75 percent in 2010/11, 10.42 percent in 

2013/14, 13.16 percent in 2016/17 and 15.02 percent in 2019/20, whereas the value of trade 

with 18 other trading partners has decreased to 18.93 percent in 2019/20 from 23.85 percent 

in 2008/09 with slight ups and downs during 2013/14 and 2016/17. 

 
Figure 2.3 

Percentage Distribution of Trading Partners by Total Foreign Trade 
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Structure and Growth of Trade Deficit  

 

Despite efforts to promote export trade, Nepal has been continuously bearing the brunt of 

deficit owing to a gradual loss of competitive strength and increasing cost of production. 

This has virtually dragged the country into an economic quagmire with no immediate 

possibility of recovery. 

Nepal joined WTO in 2004 and became member of regional groupings, but failed to reap 

benefits. Instead, the size of trade deficit has been continuously swelling. The Table 2.9 

shows that the value of trade deficit until 2008/09 was NPR 203,981 million, which 

increased to NPR 320,550 million in 2010/11 (with the increase   of 25.35 percent). The 

value of trade deficit with India during the study period (2008/09) was NPR 121,545 million, 

but increased to NPR 216,291 million (with the increase of 33.40 percent) in the year 

2010/11. In the case of China and other 18 trading partners, Nepal’s trade deficit were 20.32 

percent and 7.44 percent respectively. Nepal’s Trade deficit with 20 trading partners had 

increased alarmingly during the year 2013/14 with 30.29 percent, but declined to 7.22 

percent and 5.44 percent in the year 2016.17 and 2019/20 respectively. However, the value 

of trade deficit had been on the rise. 

Similarly, the value of trade deficit with India has been rising alarmingly from NPR 216,291 

million in 2010/11 to NPR 665,200 million in 2019/20. The Table The value of trade deficit 

with China and other 18 trading partners has been continuously increasing. The value of 

trade deficit with China during the year 2010/11, according to Table 2.9 was NPR 44,889 

million increased to NPR 180,729 million in the year 2019/20. However, the value of trade 

deficit with other trading partners galloped to NPR 193,060 million in the span of ten years. 

 

Table 2.9: Structure and Growth of Trade Deficit with Trading Partners 
NPR in Million 

 

Fiscal 

Year 

India China 
Others 18 Trading 

Partners 

Overall 20 Trading 

Partners 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 

Value Growth 

(%) 

Ref 1 2 3 4 5 6 1+3+5=7 8 

2008/09 121,545 - 31,005 - 51,432 - 203,981 - 

2010/11 216,291 33.40 44,889 20.32 59,370 7.44 320,550 25.36 

2013/14 493,563 31.65 86,625 24.50 128,826 29.46 709,015 30.29 

2016/17 604,518 6.99 128,431 14.03 140,943 3.04 873,892 7.22 

2019/20 665,200 3.24 180,729 12.06 193,060 11.06 1,038,989 5.94 

 

Source: Trade and Export Promotion Centre. 
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The overall patterns of trade deficit from the year 2008/09 to 2019/20 have also been 

depicted in the bar diagram below (Figure 5.4) which clearly shows that the percentage of 

trade deficit with India during the year 2008/09 was 59.59 percent which increased to 67.47 

percent in 2010/11, 69.61 percent in 2013/14 and 64.02 percentage in 2019/20. Similarly, 

percentage of trade deficit with China which increased by 15.20 percent in 2008/09 increased 

to 17.39 percent in 2019/20. 

However, there has been a decline in the trade deficit with 18 other trading partners. It reveals 

that the trade deficit that was 25.21 percent in 2008/09 declined to 18.58 percent in 2019/20. 

The reason could be a significant shift of trade with India in the recent years as it increased 

its competitive edge and the distance between Nepal and India has played a significant role 

so far. 

 

Export to Import Ratio 
 

 

Table 2.10: Structure and Growth of Export to Import Ratio 

 

Figures in % 

 

 

Year 
India China 

Other 18 Trading 

Partners 

Overall 20 Trading 

Partners 

X/M Growth X/M Growth X/M Growth X/M Growth 

2008/09 26.39 - 5.62 - 19.43 - 22.09 - 

2010/11 16.54 -20.83 1.63 -46.09 16.68 -7.35 14.76 -18.26 

2013/14 12.35 -9.28 3.75 31.86 13.82 -6.08 11.66 -7.56 

2016/17 6.42 -19.58 1.39 -28.16 13.24 -1.42 6.91 -16.02 

2019/20 9.53 14.07 0.65 -22.18 8.92 -12.33 7.99 4.98 

 

        Source: Trade and Export Promotion Centre. 
 

The structure and growth of export to import ratio from the year 2008/09 to 2019/10. The 

overall export to import ratio of 20 trading partners during the year 2008/09 was 22.09 

percent declined to negative 14.76 percent (Growth was -18.26 percent) in 2010/11. It means 

export to import ratio during the year was negative – as the value of imports was greater than 

that of exports. During the same period, export to import ratio with India was 16.54 with 

negative 20.83 percent growth to Nepal’s trade with India, whereas the negative growth of 

export to import ratio with China during the period was negative (-46.09 percent) with 1.63 

export to import ratio. 

The table clearly shows that there has been an increase of export to import ratio of top 20 

trading partners with 4.98 percent growth during the year 2019/20 year. As far as the Nepal’s 

trade with India was concerned export to import ratio was 9.53 percent with 14.07 percent 

of positive growth. This trend shows the trade efficiency of Nepal with downward and 

upward trend based on the value of transaction. Trade efficiency based on exports to imports 

ratio witnessed a decline from 2008/09 to 2016/17 and then started to surge in 2019/20. 

Similarly, figure shows that the trade efficiency with China has been found very low with 

continuous decline from 2008 though some degree of growth was witnessed during the year 

2013/14. However, trade efficiency with other 18 trading partners according to the Figure 

5.5 had been steadily going down from 2008. As far as trade efficiency related to the trade 

with India is concerned, it started going up from 2017/18. 



24  

 

Figure 2.4 

Export to Import Ratio with Trading Partners 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

Trade Balance to Foreign Trade Ratio 

Trade balance to foreign trade ratio also measures the trade efficiency with trading partners. 

The positive trade balance to foreign trade ratio shows the foreign trade is efficient whereas 

negative ratio shows the inefficient of foreign trade volume. In this regard, increase in 

positive ratio shows the increase in efficiency, but decrease in positive ratio shows the 

decrease in efficiency. Similarly, increase in negative ratio shows the increase in inefficiency 

but decrease in negative ratio shows the decrease in inefficiency (i.e., increase in efficiency).  

 

In the same way Table 2.11 shows that all trade balance to foreign trade ratios are negative. 

This indicates that trade efficiency of Nepal is efficient over the period. The table also 

indicates that growth of trade inefficiency (10.89%) with India was the highest in 2010/11 

and positive. The growth remained positive 2013/14 (i.e., 2.90%) and 2016/17 (i.e., 4.07%), 

but negative in 2019/20 (i.e., -2.07%). Negative growth of the trade inefficiency in 2019/20 

means that trade efficiency is increasing (i.e., decreasing inefficiency). Similarly, growth of 

trade inefficiency of China is positive in 2010/11 (i.e., 4.08%), 2016/17 (i.e., 1.59%) and 

2019/20 (i.e., 0.49%) except 2013/14. In 2013/14, growth of trade inefficiency has decreased 

(i.e., -1.40%), that means, growth of trade efficiency is increased. Moreover, growths of 

trade inefficiency with other 18 trading partners are positive over the period with three years’ 

interval. 

 

This indicates that growth of trade inefficiency with other 18 partners has been increasing 

(i.e., growth of trade efficiency is decreasing). It is to be noted that growth of trade 

inefficiency is positive in all year except 2019/20 in overall 20 trading partners. The trend 

of growths of overall 20 trading partners is similar to that of trade growths with India. This 

has happened because maximum portion of foreign goods of Nepal are traded with India. 
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Table 2.11: Structure and Growth of Trade Balance to Foreign Trade Ratio 
Figures in % 

 

Year 
India China 

Other 18 Trading 

Partners 

Overall 20 

Trading Partners 

TD/FT Growth TD/FT Growth TD/FT Growth TD/FT Growth 

2008/09 -58.24 - -89.35  -67.46 - -63.82  

2010/11 -71.61 10.89 -96.78 4.08 -71.41 2.89 -74.28 7.89 

2013/14 -78.02 2.90 -92.77 -1.40 -75.72 1.97 -79.12 2.13 

2016/17 -87.93 4.07 -97.26 1.59 -76.62 0.39 -87.08 3.25 

2019/20 -82.59 -2.07 -98.70 0.49 -83.62 2.96 -85.20 -0.72 

 

Source: Trade and Export Promotion Centre. 

 

Figure 2.5 below shows an overall trend of trade balance to foreign trade ratio with trading 

partners. From the figure, it is depicted that overall trend of trade efficiency with India, China 

and other 18 trading partners or overall 20 trading partners is moving downward. This 

indicates the trend of trade efficiency is poor with trading partners. Among them, trend line 

of China has been low. This mean trade efficiency with China is very weak. 

Figure 2.5 

Trend of Trade Balance to Foreign Trade Ratio with Trading Partners 

 

 
Trade Diversification 

  

For the study of foreign trade diversification, this study attempts to analyze the 

diversification of exports, imports as well as total foreign trade of Nepal with 20 top trading 

partners (i.e., India, China and other 18 trading partners). It is attempted to identify the level 

of product-wise as well as country-wise foreign trade diversification in terms of exports, 

imports and total foreign trade. 
 

Harmonized System (HS) Code of 8 digits is taken for individual product in the study. 

Individual product reveals the values of individual products according to HS code (8 digits) 
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system (HS) for classification of goods, individual products are classified into 97 Chapters 

and they are further congregated into 21 Sections. Foreign trade diversification is analyzed 

on the basis of individual product, chapter and section. 

From the view point of product-wise foreign diversification, diversification of exported and 

imported goods as well as total traded goods are analyzed on the basis of individual product 

(HS-Code), chapter and section. Similarly, from the view point of country-wise foreign trade 

diversification, diversification of traded goods with trading partners are analyzed on the basis 

of country in terms of total exports and imports as well as total foreign trade. 

 

Product-wise Diversification on the basis of Individual Product (HS-Code)  

In this section, individual product-wise export diversification, individual product-wise 

import diversification and individual product-wise total trade diversification are analyzed. 

This section attempts to reveal the current status of individual product diversification in 

terms of exports, imports and total foreign trade. 

 
The Table 2.12 below shows the exports diversification pattern on the basis of individual 

product (HS-Code). It is noticed that export diversification is the highest in 2010/11 and the 

lowest in 2019/20 in the case of India. Similarly, among the top 20 trading partners, there 

was the highest level of diversification on the basis of individual product in 2008/09. As far 

as 18 trading partners, other than India and China, were concerned, the level of 

diversification was the highest in 2019/20. Exports diversification with China was highest 

in 2016/17. The reason behind this, according to trade experts in the FGD was the informal 

economic blockade from India. More goods were exported to China during that time. 

Similarly, in the Figure 2.6, export diversification pattern with India during the study period 

has been more consistent except in 2016/17. However, the diversification of export with 

China in 2016/17 has been more optimistic and gone slightly upward during the 2016/17. 
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Table 2.12: Exports Diversification on basis of individual product 

 

FY India China Other 18 Trading Partners Overall 20 Trading Partners 

2008/09 0.8545 0.7670 0.6452 0.8652 

2010/11 0.8298 0.7197 0.6487 0.8482 

2013/14 0.8312 0.7032 0.6572 0.8513 

2016/17 0.8220 0.7892 0.7018 0.8443 

2019/20 0.6801 0.7724 0.7224 0.7437 
 

Figure 2.6 

Trend of Exports on basis of individual product (HS-Code) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

However, the pattern of imports diversification on the basis of Individual Product is bit 

different than that of the exports diversification, the Table 2.13 shows the imports 

diversification on the basis of individual product (HS-Code). According to this table below 

the propensity of import diversification from top 20 trading partners were relatively higher 

in 2008/09 with 0.9639 and lowest in 2016/17. 

If we take the case of India into consideration, the level of diversification much higher in 

2016/17. Similarly, the diversification pattern of import from China and other 18 countries, 

it was relatively higher in 2008/09.  
 

Table 2.13: Imports Diversification on basis of Individual Product 

 
FY India China Other 18 Trading Partners Overall 20 Trading Partners 

2008/09 0.8395 0.9050 0.8159 0.9639 

2010/11 0.8136 0.8934 0.8132 0.9482 

2013/14 0.8269 0.8810 0.7502 0.9501 

2016/17 0.8588 0.8557 0.8141 0.9410 

2019/20 0.8554 0.9212 0.8321 0.9567 
 

 

Source: Trade and Export Promotion Centre. 
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Looking at the overall pattern of trade diversification on the basis of Individual Product (HS-

Code) is concerned, the Table 2.14 shows that there was the highest level of diversification 

in 2019/20 among the top 20 trading partners selected for the study, whereas total 

diversification on the basis of individual product with regard to India is concerned, it was 

found the highest in 2008/07 with 0.8712 point and with China it was the highest in 2019/20 

with 0.9217 point. This trend depicted in the figure displays a significant level of fluctuations 

throughout the study period. However, the pattern of trade diversification has been relatively 

wider in the case of India. 

In case of China, the degree of diversification was much higher in 2019/20. As far 18 other 

trading partners are concerned, they are relatively consistent during the study period. In 

totality, trade diversification on the basis of individual product was higher in 2019/20 with 

.0.9073 point. 
 

Table 2.14: Total Foreign Trade Diversification on basis of Individual Product 

 

FY India China Other 18 Trading Partners Overall 20 Trading Partners 

2008/09 0.8712 0.9098 0.8371 0.9072 

2010/11 0.8397 0.8951 0.8338 0.8944 

2013/14 0.8459 0.8851 0.7779 0.9027 

2016/17 0.8675 0.8577 0.8335 0.8797 

2019/20 0.8661 0.9217 0.8451 0.9073 
 

Figure 2.7 

Trend of Total Foreign Trade Diversification on basis of Individual Product 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Product-wise Foreign Trade Diversification on basis of Chapter 

According to harmonized system, goods are classified into 97 chapters. In this section, 

chapter-wise exports diversification, import diversification and total foreign trade 

diversification are analyzed. This sections attempts to reveal and visualize the current status 

of chapter-wise product diversification in terms of exports, imports and total foreign trade. 

Table 2.15 shows the exports diversification on the basis of chapter (product). It reveals that 

the degree of export diversification on the basis of chapter-wise product with regard to 

exports to India was more prominent with 0.8258 (in 2008/09) point which declined to 
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0.5862 (in 2019/20) in the span of 12 years with a three years’ interval. It shows that Nepal 

has been confined to limited category of products for exports to India. In the same way patter 

of diversification with China, 18 other countries are not so fluctuating like that of India.  
 

Table 2.15: Export Diversification on basis of Chapter-wise Product 

 
FY India China Other 18 Trading Partners Overall 20 Trading Partners 

2008/09 0.8258 0.7853 0.6114 0.8613 

2010/11 0.8056 0.7676 0.6221 0.8409 

2013/14 0.8148 0.6491 0.6375 0.8565 

2016/17 0.8104 0.7789 0.6864 0.8484 

2019/20 0.5862 0.7916 0.7243 0.6881 
 

Figure 5.10 below clearly depicts a slow growth of export to other 18 countries during the 

study period. However, trade with China and seems to have improved after hitting rock-

bottom point of 0.6491 point in 2013/14. Likewise, Table 2.16 shows the imports 

diversification on the basis of chapter (product). It shows that import diversification with 

regard to India was highly diversified in 2016/17 because of economic blockage along the 

major customs points between Nepal and India. The reason of diversification was the 

purchase of substituting products. It is to be noted that import diversification was significant 

in trade with 20 trading partners. 
 

Table 2.16: Import Diversification on basis of Chapter (Product) 
FY India China Other 18 Trading Partners Overall 20 Trading Partners 

2008/09 0.7360 0.7647 0.8124 0.8255 

2010/11 0.7187 0.6570 0.7889 0.8058 

2013/14 0.7270 0.7191 0.7047 0.8081 

2016/17 0.7809 0.6981 0.7925 0.8392 

2019/20 0.7657 0.7567 0.7908 0.8343 
 

In the same way, Table 2.17 shows the total trade diversification on the basis of chapter 

(product). It shows high diversification in overall trade with 20 trading partners in 2019/20. 

However, total diversification with India was the highest in 2016/17 among other study 

periods such as 2008/09, 2010/11 or even 2019/20. Trade diversification with 18 trading 

partners, other than India and China, did not witness a significant volatility so far. Besides, 

trade diversification with China was also constant. 

 

Table 2.17: Total Foreign Trade Diversification on basis of Chapter-wise Product 
FY India China Other 18 Trading Partners Overall 20 Trading Partners 

2008/09 0.7896 0.7818 0.8399 0.8465 

2010/11 0.7580 0.6640 0.8207 0.8328 

2013/14 0.7600 0.7325 0.7468 0.8565 

2016/17 0.7963 0.7036 0.8226 0.8276 

2019/20 0.7903 0.7584 0.8130 0.8576 
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Country-wise Foreign Trade Diversification 

From the country diversification point of view, country-wise total traded goods (exported 

and imported) are taken for the study. This section attempts to identify the level of country-

wise foreign trade diversification with trading partners in terms of total exports, imports and 

total foreign trade. Table 2.18 below displays that foreign trade diversification (DIV) and 

trade concentration (HHI) on the basis of trading partners. All the diversification indices 

(DIV) are below 0.5 whereas all concentration indices (HHI) above 0.5. This figure indicates 

that country-wise trading is not diversified, but concentrated. Exports with top 20 countries 

are highly concentrated in 2019/20 and low concentrated in 2016/17 over the period. 

Similarly, imports with trading partners is high concentrated in 2013/14 whereas low 

concentration in 2008/09. In total foreign trade, trading with partners (countries) are highly 

concentrated 2013/14 and low concentration in 2008/09. 

 

Table 2.18: Foreign Trade Diversification and Trade Concentration on the basis of 

Trading Partners 

 

Fiscal 

Year 

Exports Imports Total Foreign Trade 

DIV HHI DIV HHI DIV HHI 

2008/09 0.3078 0.6922 0.4546 0.5454 0.4311 0.5689 

2010/11 0.2848 0.7152 0.3836 0.6164 0.3731 0.6269 

2013/14 0.3199 0.6801 0.3679 0.6321 0.3645 0.6355 

2016/17 0.4363 0.5637 0.3817 0.6183 0.3872 0.6128 

2019/20 0.2763 0.7237 0.4215 0.5785 0.4130 0.5870 
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Figure 2.8 below portrays an overall trend of foreign trade concentration on the basis of 

trading partners. In the figure, trend of exports concentration is ups and down. But trend of 

imports and total foreign are slowly moving upward up to 2010/11 and then looks steady 

over the time period. The indices show the foreign trade is concentrated. It is because major 

portion of goods are traded with India (Single country). According to the foreign trade data, 

more than 60 percent of goods were traded with India over the time period. This indicates 

that Nepal's trade is depended upon India. It is not good sign for Nepal. Nepal's trade should 

be diversified. 

Figure 2.8 

Trend of Foreign Trade Concentration on the basis of Trading Partners 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Effective Import Tariff Rate 

 

Effective Import Tariff Rate is one of the important factors that is highly likely to affect 

diversification as the reduction in tariff rate largely encourage traders to expedite both import 

and export trade. The table 2.19 depicts the overall pattern of effective tariff in Nepal from 

2008/09 that has continuously declined. The effective import tariff rate in 2008 was 8.68 

increased to 8.93 percent in 2009 declined by -3.36 per cent which further decelerated in 

2011/12. The Effective Import Tariff Rate increased to 9.04 percent in 2012/13 from 8.21 in 

2011/12. However, there had been a decline of import tariff rate by -16.04 per cent in 

2013/14 and again the rate has increased to 8.99 percent in 2014/15 (that is 2014) and 

continued to increase until the year 2016/17. From the year 2017/18 it has declined to 9.77 

per cent from 9.98 and the rate of effective tariff rate deceleration appeared to be harrowing 

in the year 2019/20 with almost -22.98 percent decline. Change in tariff rate steeply 

decelerated from -1.13 to – 22.98 (negative 22.98) in 2019/20. 
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Table 2.19: Structure of Effective Import Tariff (NPR in Million) 

 

 

Fiscal Year 
Import 

Customs 

 

Total Imports 

Effective 

Import Tariff 

Rate 

Change in 

Tariff rate 

2008/09 25,268 291,001 8.68 0 

2009/10 33,544 375,606 8.93 2.88 

2010/11 34,314 397,532 8.63 -3.36 

2011/12 40,906 498,161 8.21 -4.87 

2012/13 54,328 601,208 9.04 10.11 

2013/14 64,125 845,019 7.59 -16.04 

2014/15 70,527 784,581 8.99 18.45 

2015/16 77,822 781,146 9.96 10.79 

2016/17 98,410 986,115 9.98 0.20 

2017/18 121,615 1,245,190 9.77 -2.10 

2018/19 137,009 1,418,535 9.66 -1.13 

2019/20 89,075 1,196,799 7.44 -22.98 

 

Source: GoN Department of Customs and Economic Survey 2020/21. 

 

The figure 2.9 depicts an erratic trend with a steep decline in the rate of effective tariff in 

2019/22. The linear trend of effective tariff rate however portrays a very insignificant rise in 

the tariff rate. 

 

Figure 2.9 

Trend of Effective Import Tariff Rate 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The size of the foreign trade can be taken as an economic barometer to measure the overall 

picture of economic health of a nation. The trade structure shows that Nepal’s foreign trade 

with India is highly concentrated. From 2008/09 the value of export trade to India has been 

going down from 20.88 in 2008 to 8.70 percent in 2019. There are a number of factors 
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contributing to Nepal’s burgeoning trade deficit, but lack of policy intervention on trade 

sector can be blamed for decline in growth of Nepal’s export trade. According to Khatiwada 

(2018) private sector are equally responsible to expedite production on the basis of 

specialization.  

 
Impact of COVID 19 on Trade 

As is globally, the COVID 19 pandemic has had a serious implication on Nepal and before 

formulating any strategies, the implications have to be assessed and the consequences carefully 

understood. The strategies now will be required not only for regular times but to cope with the 

pandemic and initiate revival and recovery measures.       

Despite Nepal opening up belatedly, international trade has grown tremendously particularly after the 

opening up of the economy in early nineties. This saw quantum jump in Nepal’s trade. The total export, 

which used to be 9.4 percent of the Gross Domestic Product (GDP) a decade ago, has squeezed to less 

than 3 percent, whereas import has swelled to more than 40 percent of the GDP. During the last decade, 

import increased by 4.8 folds to Rs. 1242 billion whereas export went up just by 1.4 folds to Rs 81 

billion. As a result, trade deficit increased by 6 times in the last one decade and has reached to Rs.1161 

billion and more than Rs 1300 billion in 2018/19. Nepal’s foreign trade relations encompasses more 

than 80 countries with exports reaching to about 68 countries and the imports coming from nearly 74 

countries. However, it also reflects Nepal’s inabilitry to take of advantage of joining the multilateral 

system as is exhibited by reconcentrationn of trade with India showing inability to capture new markets. 

Exports and imports of goods amounted to 3.15 percent and 45 percent of GDP, respectively, in FY 

2018/19. Workers’ remittances from abroad, which amount to 26.2 percent of GDP, help finance the 

trade deficit indicating that most of the remittances are used for consumption purposes. Nepal relies on 

imports for daily necessities like food, clothing and fuel to inputs and capital goods essential for 

industrial production. Exports of goods are also dependent on imports: as foreign content makes up 48 

percent of Nepal’s manufactured gross exports. The major constraints facing Nepal in trade and transit 

are as follows 2: 

⚫ Nepal, being a landlocked country, has no seaports. She has to travel through 

India to be able to use Indian ports. Quite often do come unexpected transit 

problems as has happened during past few months. Transportation cost, 

demurrage charge and insurance charge make the goods more expansive.  

⚫ Nepal has a narrow export base. During the last decade, there was a sharp decline 

in the export of lentils, oil cakes, pulses, and other agro-based and forest-based 

materials. Nepal, at present, does not have any surplus of many of these primary 

products to export. 

⚫ The tasks of increasing production and productivity by enhancing investment 

climate, expanding export’s competitiveness, encouraging domestic industries 

gearing toward import substitution, and containing trade deficit at a desirable 

limit also through import substitution have been very challenging (Economic 

Survey, 2015).  

⚫ At present, the major items of Nepal’s exports are hand-knotted woolen carpets 

and ready-made garments. These two export items together accounted for about 

a quarter of Nepal’s total export in 2016. However, it is now realized that the 

present performance of these two items is not likely to continue in future.  

⚫ Over the last few years, Nepal has achieved some success in increasing its 

 
2 SAWTEE, 2020 
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exports of handicrafts, silverware and jewelry, pashmina shawls, leather goods, 

hides and skin, Nepalese paper and paper products, and the like. However, the 

performance of these exportable items cannot be considered as significant. Even 

a minor problem in the export of these limited items would change the export 

trade scenario of Nepal. 

⚫ Quality of products is of prime importance in international market. So are the 

price of the product and the economies of scale. Nepalese exports suffer on all 

these counts. Nepalese exports are lagging behind in competition in the 

international market due to these reasons.  

⚫ India’s trade policy and practices affect Nepal’s foreign trade. It has been 

experienced over the years that India imposes multiplicity of restrictions on 

imports from Nepal and exercises levying extra freight charges and cumbersome 

customs transit declaration procedures for the Nepalese exports to the third 

countries.  

⚫ Nepal has been making attempts to diversify its trade. Some achievements have 

been made in this direction. However, these achievements are not significant 

enough to reduce Nepal’s dependency on India.  

⚫ Unrecorded or informal trade is an important feature of Nepal’s trade with India 

and Tibet. It operates both through and outside official channels. Such trade 

totally evades export-import tariffs, domestic taxes, and non-tariff barriers. The 

four largest items traded informally from India to Nepal are textiles, processed 

food, unprocessed food, and cement. The items of informal trade from Nepal to 

India are mostly of third-country origin. 

⚫ The recent earthquake has badly damaged two important trade routes to China 

due to several landslides along the routes. This has stopped the country's import 

and export with China. The loss of revenue is estimated to be around Rs 20 

million per day. 

Exports 

In the first seven months of FY 2019/20, exports of goods incresed by 22.4 percent, due to growth in 

exports to India that expanded by 38 percent (Table 1). The growth was less than the 12.5 rate recorded 

during the same period in FY 2018/19. Exports to China decreased by 12.7 percent while exports to the 

rest of the world fell by 2.4 percent. Exports to India were basically due to increase in the exports of 

palm oil, an item for which all the raw inputs are imported. The growth of exports excluding palm oil 

is far less: exports to India grew by 6.5 percent and total exports rose by 3 percent. Exports mainly 

consist of food and beverages 46.4 percent and industrial supplies (basically, intermediate goods used 

by industries) 31 percent (Figure 2). Exports in the intermediate goods declined by nearly 15 percent 

(Figure 1),—possibly a reflection of India’s economic slowdown. Food and beverages mostly go to 

India while consumer goods mostly go to rest of the world (Figures 3 and 4). It means export 

performance in the first seven months (up to Magh) was not encouraging despite some pronounced 

efforts acclaimed by the government. The spread of Covid-19 is obviously having a serious impact on 

it. India accounted for 65 percent of Nepal’s exports in FY 2018/19, the US absorbed 11 percent, key 

European nations 10 percent, Turkey 3.05 percent, and China 2 percent (Table 2).  Exports to China 

similarly have been declining. The only new item visible in the exportsb were masks, obviously as an 

implication of COVID_19. 

 

Imports 

Imports of goods fell by 3.6 percent in the first seven months of FY 2019/20, driven by an 8 percent 

decline in imports from India due to some measures taken by Nepal as is committed in the budget of 
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2076/77 (Table 1). This showed improvement compared to the 26 percent import growth in the same 

period of FY 2018/19 as is probably the effect of the government initiatives. Still, overall imports fell 

during the first eight months (by 2.6 percent), as imports from India continued to fall in Falgun and 

imports from China, which had recorded a nearly 10 percent growth in the first seven months, declined 

by 23 percent in Falgun. This suggests that Covid-19 is exerting a negative impact on imports. Industrial 

supplies have the highest share in imports (over one third) [Figure 5], and these imports declined in the 

first seven months of FY 2019/20 indicating the decline in the industrial activities. Fuels and lubricants, 

that constituted a major proportion of imports (15 percent) also fell in the first seven months, partly 

due to a decline in oil prices (Figure 1). Imports from China was also affected by the closure 

of Rasuwagarhi border point and Kodari anyway has not been opened. 

 

As per data for the first seven months of 2019/20, India and China account for at least three 

fourths of Nepal’s imports of industrial supplies, fuels and lubricants, capital goods (excluding 

transport equipment), transport equipment, and other consumer goods (Figures 6 and 7). China 

supplies 50 percent of imports of capital goods (excluding transport equipment) and 15 percent 

of industrial supplies. India and the rest of the world are the source of the bulk of food and 

beverages imports, about half each. Moreover, India accounts for over 90 percent of cereal 

imports (Chapter 10 in HS classification), nearly 50 percent of vegetable imports, 43 percent 

of fruit and nut imports, and 84 percent of pharmaceutical product imports (Table 2). Among 

three major medicine categories, India has a 98 percent share in two and a 72 percent share in 

one. Note that the import penetration rate (as indicated by data from 2013) is non-trivial for 

several key food commodities, including rice (13 percent), maize (10 percent), wheat (6.2 

percent), soybean oil (over 100 percent, likely due to re-exports), pulses (16.5 percent) and 

potatoes (7.7 percent) (Figure 8). 

 

A slowdown or reduction in imports will also impact the government’s budget, already 

struggling to meet its revenue target for FY 2019/20, which was reduced by more than Rs 55 

billion in the first six months itself. Import-based revenue in the first seven months of the 

current fiscal year fell by nearly 3 percent, compared to the same period in FY 2018/19.  

 

Impact assessment 

Covid-19 presents multifarious shocks both in demand and supply. Due to sharp reduction to 

complete closure of activities aso fuelled by transportation restrictions, both imports and 

exports fell substantially beacause of the lockdown. 

Agriculture depended on 15 percent of imported inputs and industries rely on 35 percent of 

import content both of which are expected to be affected in the context. Particularly worrying 

would be the agriculture sector for which despite the availability of humanresources aided by 

returning and migrating labour and the monsoon is also expected to be normal, lack of inputs 

like fertilizers and seeds may have telling implications in  the agriculture activities of both the 

fiscal years, 2076/77 and 2977/78. Most manufacturing sectors have above-average backward 

linkages with the rest of the economy. This suggests that the adverse shock to the supply of 

imported inputs used by these sectors hurts other sectors as well. The manufacturing sector in 

2017/18 is estimated to employ 1.1 million people, making up 15.1 percent of the total number 
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of employed people.3 They are expected to be mostly unemployed due to decline in demand 

domestically and inability to export causing a huge pressure in the economy. 

 

During the seven weeks of the lockdown in Nepal, imports have have sharply reduced as per 

media reports. This may be due to the disruption of the production and transportation hurdles. 

and the infrastructure for conducting medical tests is yet to be set up, as per media reports. This 

has led to decline in cargo itself as only essential commodities are being emphasized for 

movement and importsn of goods done earlier and arriving at borders are facing clearing 

hurdles. Trade from air has completely halted with the closure of the airports. 

Exports of goods through all customs points have virtually grounded to a halt. Only a negligible 

number of CoO were issued during the seven weeks of the lockdown in Birgung and 

Biratnagar, and none were issued in Kathmandu which used to be more than 400 per day. 

Exports have virtually came to a halt due to lockdown and Nepalese traders indicate orders 

have also stopped coming putting on a huge question in Nepal’s ability to export and create 

market. Since the economies of Nepal’s major export destinations are reeling from the 

pandemic, exports are likely to suffer for another 6-12 months even if the lockdown in Nepal 

is not extended beyond beyond the present seven weeks or so. The lockdown in India will also 

influence Nepal’s exports.    

The average monthly exports in the first seven months of FY 2019/20 is taken as the basis for 

calculating the loss. In total, loss is estimated at NPR 8-9 billion from the seven week lockdown 

as very limited exports have been feasible. The effect will continue for at least additional two 

months at 60 to 70 percent meaning exports after revival also will be only Rs 3-4 billion for 

two to three months. Lockdown up to Mid-July will hamper exports for six months and if 

further extended to Decemper will affect exports of 2077/78 as well as that of 2078/79. The 

estimation matches with The World Trade Organization (WTO) projection of a 13 percent fall 

(year-on-year) in world trade during 2020 under an optimistic scenario and a 32 percent 

contraction under a pessimistic scenario.4 The implication as analysed will be more severe to 

Nepal. The estimation of total exports will be Rs 75 billion in case of short term closure and 

around Rs 60 billion in case of medium term lockdown. The export of 2077/78 will be around 

Rs 45-60 billion in case of longer term closure. Similarly the total imports will be Rs 1240 

billion in case of short term lockdown and Rs 1120 billion in case of medium term lockdown 

(imports for 8 months have already been Rs 972 billion) and imports for 2077/78 will be Rs 

900 nbillion in case of longer term lockdown. The simultaneous implication on revenue also 

will be pronounced affecting the economy in a big scale. 

 

 

 

 

 
3 The Nepal Labour Force Survey III (2017/18), the source of this information, restricts employment to economic 

activities done for pay or profit. This excludes subsistence agriculture.  
4 https://www.wto.org/english/news_e/pres20_e/pr855_e.htm#fntext-1 . The World Bank projects a 14.6 
percent fall in exports from Nepal in F 2019/20 (South Asia Economic Focus, Spring 2020). 

https://www.wto.org/english/news_e/pres20_e/pr855_e.htm#fntext-1
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Specific Impacts 

 

 Availability of Raw Materials: 

• Small Manufacturing Industries Survey 2008/09 reports that 98 percent of raw materials of 

small industries are available in Nepal and 1.8 percent is imported from India with rest 0.2 

percent from third countries. Whereas, National Census of Manufacturing Establishments 

2011/12 reports that only 39.2 percent of raw materials of large industries are locally available 

and 42.36 percent of raw materials for these industries need to be imported from India and rest 

18.44 percent from third countries. So small scale industries are dependent on locally available 

material whereas large scale industries are depended on imported raw materials      

 

• ANSAB et al. (2009)5 reports that the raw materials of small and medium enterprises relating 

to (non)timber forest products are locally available. Most of these enterprises are related to 

semi- processing industries of NTFPs and wood-based enterprises like furniture making, 

agricultural tool manufacturing and wood depots.  

 

• Biggs et.al (2000)6 and NTIS 2010 and 2016 state that the large scale industries of iron and 

steel, textile and yarn, garment and noodles are dependent on raw material imported from 

especially India. Even the medium size industries of carpet, pashmina, wool products are 

dependent on imported raw material.  

 

• The lockdown has halted supply of raw materials in small, medium and large industries beside 

those of locally available. As the government has not taken care of health safety in border point, 

the local peoples in bordering town of Nepal has started to block transport carrying not only 

raw material but also essential goods since last couple of days with the fear of contamination.                     

 

Production:  

• Lockdown announced in India, the largest South Asian economy7, as well as Nepal is 

aggressive so all industries expect those of essential commodities are halted.   

 

• COVID-19 impact assessment of FICCI8, the private sector association of India, reports of 

consumption losses between US$ 387 million and US$ 29.9 billion in India. The production of 

sectors like automobiles, pharmaceuticals, electronics and chemical products is facing problem 

even before lockdown due to limited raw material supply especially from China. But private 

sector of Nepal has not commissioned any impact assessment study yet.  

 

• With the passage of time, there are discussions both in India and Nepal to relax few sectors to 

enhance the supply of basic needs and also to minimize excessive burden. But the private sector 

of Nepal is reluctant to do so because most of their labor has gone back to village home and 

there is also limited supply of raw material. 

 
5 ANSAB et al. (2009). Challenges and Opportunities for Nepal’s Small and Medium Forest 
Enterprises. Rome: FAO. 
6 Biggs, Tyler et. al.  (2000). The Business Environment and Manufacturing Performance in Nepal. 
Kathmandu: The World Bank and FNCCI. 
7 https://www.financialexpress.com/economy/these-industries-allowed-to-open-check-full-list-of-
lockdown-relaxations-for-services-factories/1928915/  
8 FICCI (2020). Impact of Covid-19 on the Indian Economy. New Delhi.  

https://www.financialexpress.com/economy/these-industries-allowed-to-open-check-full-list-of-lockdown-relaxations-for-services-factories/1928915/
https://www.financialexpress.com/economy/these-industries-allowed-to-open-check-full-list-of-lockdown-relaxations-for-services-factories/1928915/
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• There is no exact record of number of SMEs operating during lockdown in the villages. Perhaps 

those depend on locally available input might be functional but sell of the product is big 

problem. 

 

• The ministry reports that basic products industries in the industrial corridors are operating at 

various capacities during lockdown but none are at full scale.9 Below are the capacity 

operational in these industries. 

 

Transportation to market or supply chain to be used by industry: 

• The first-round survey on COVID-19 impact assessment in supply chain, commissioned by 

Institute for Supply Management in US, reveals that 75 percent companies were disrupted in 

one form or the other due to coronavirus-related transportation restrictions, and the figure is 

expected to rise further over the next few weeks10.  

 

• The supply chain disruption is well reflected by contraction in global trade by 4 percent in early 

2020 which Backer McKenzie claims to be second of its kind after mid-198011.   

 

• WFP 2020 reports that supply chain of Nepal is uneven during lockdown so many of rural 

farmers are not able to send their product to market. 

 

• Though the Government of Nepal has initiated discussions to relax few basic sectors private 

organizations are reluctant to operate because there is also limited supply of raw material. 

 

• Backer McKenzie and Institute for Supply Management has big apprehension on how China 

will be adjusted in supply network after pandemic. This will affect all business enterprises 

which import from China to re-export to other countries with or without further processing. 

 

Employment 

 

• ILO (202012) reports that the lockdown measures are now affecting almost 2.7 billion workers, 

representing around 81 per cent of the world’s workforce and the self-employed and daily paid 

informal sector workers are the most severely affected. 

• FICCI (202013) urges of staff cut down in adversely affected sector like civil aviation, tourism 

and travel and transport business. FNCCI has also made similar type of demand 

• 41 percent of employment in non-agro informal sector are very vulnerable to loss job but there 

isn’t any study on this regard yet. 

 

Backward linkage - mainly with agriculture 

 
9 https://clickmandu.com/2020/04/115934.html 
10 https://www.instituteforsupplymanagement.org/news/NewsRoomDetail.cfm?ItemNumber=31171&SSO=1  
11 https://www.bakermckenzie.com/-/media/files/insight/publications/2020/04/covid19-global-economy.pdf  
12 ILO(2020 April 7th). COVID-19 and the World of Work. Online Available at: 

https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/briefingnote/wcms_7408
77.pdf 
13 ibid 

https://clickmandu.com/2020/04/115934.html
https://www.instituteforsupplymanagement.org/news/NewsRoomDetail.cfm?ItemNumber=31171&SSO=1
https://www.bakermckenzie.com/-/media/files/insight/publications/2020/04/covid19-global-economy.pdf
https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/briefingnote/wcms_740877.pdf
https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/briefingnote/wcms_740877.pdf
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• Ministry of Industry Commerce and Supplies has reported that the currently operating food and 

agro processing industries in industrial corridor are mostly running below 60 percent capacity 

due to limited supply.  

• Dairies of industrial corridor are running at 50 percent capacity whereas the milk of rural farmer 

are going waste. 

• Most of agro industries outside industrial corridor are locked due to health hazard as well as 

limited input supply.  

• Due to lockdown in India, processing industries are also locked which has decrease the export 

of potential products like NTFPs, ginger, cardamom and others 

• There is break in backward linkages of processing industries with agro product of rural area 

which has increased the risk of village product getting spoil. 

 

Forward linkage 

• FICCI (202014) reports that supply of raw materials of heavy industries like iron and steel and 

cement will take time to get smooth even after pandemic. As Nepali industries in these sectors 

heavily depend on India for industrial raw whereas India won’t show any interest to export such 

to Nepal until its own supply get proper. So there is possibility of these industries in Nepal to 

face huge problem and there will hike in import of finish products from India. 

• It will take time for tourism to get back to its pace so the products purchase by these tourists 

won’t get market. This will affect industries producing handicraft, woolen products, silver 

wears, carpet, pashmina and others.   

 

Consumption 

• Multinational development organization like ADB, the World Bank and IMF predict that 

economic growth will be at lower side which will decrease income level and increase poverty. 

As the Government of Nepal doesn’t have enough resource to protect people with huge social 

assistance, consumption will decrease. 

• There is huge labor cut in gulf countries which adversely affect remittance inflow of Nepal. 

The decrease in remittance will also affect consumption.  

 

Innovation - potential arrival of new product 

• Backer McKenzie proposes to go with digital transaction to minimize disruption of uneven 

supply chain caused by COVID-19 which seems to remain for long.15 

 

Public health 

• Backer McKenzie and Institute for Supply Management argue that role of China in 

pharmaceutical supply chain has global implication.  

• There is public outcries against private health institutions in Nepal because they handle health 

care unjustly during pandemic. 

 

Tax 

• Public finance stability is challenging task during emergency. Generally, expenditures get hike 

whereas revenues decrease in emergency and Nepal is also currently undergoing similar dis-

 
14 ibid 
15 https://www.bakermckenzie.com/-/media/files/insight/publications/2020/04/covid19-global-economy.pdf 

https://www.bakermckenzie.com/-/media/files/insight/publications/2020/04/covid19-global-economy.pdf
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balance. The custom collection in first eight months of current fiscal year has decreased1617 due 

to blockade in two border points with China for safety measures. These border points are still 

not fully operation though pandemic has subsided in China. On the other hand, movement in 

border points with India is also restricted since mid-March along with imposing of lockdown. 

This has further decrease the trade as well as custom revenue but the authentic figures are not 

published yet. 

• Government has announced to defer different tax levied by federal, provincial and local 

governments to minimize the adverse effect of lockdown which further increase financial 

burden to goovernment.  

• As usual, there isn’t encouraging increase in capital expenditure in the first eight months of the 

current fiscal year (MOF, 2020)18 and it is not expected to increase significantly in remaining 

months because the government has shifted its focus on COVID-19 control and relief 

distribution. The government needs to divert its usual expenditure to bear fiscal burden of 

COVID-19 control and relief distribution as there are no other available resource. The slash of 

government’s usual expenditure will decrease growth which will further widen extra financial 

pressure. The government has also issued public debt amounting NRs 100 billion in the month 

March to bear fiscal burden but only issues of bond will have negative effect on public debt 

sustainability. 

• There needs to be proper planning and implementation of COVID-19 control, relief distribution 

and post pandemic recovery to avoid economic instability.While doing so the governemnt need 

to consult with multi-stakeholders. Bailout should not be announced with universal approach, 

rather, it should focus on poverty vulnerables, unemployed, adversely affected sectors, market 

disturbances, cash flow imbalances and other pertinent bottlenecks. 

 

Investment - both FDI and internal 

• Bajracharya et. al (2019) reports that there is wide fluctuation in domestic investment as well 

as FDI because investment climate in Nepal isn’t favorable due to multiple reasons. It is to be 

noted that Nepal’s ranking is not good in the World Bank’s Cost of Doing Business and the 

COVID-19 pandemic has further worsen the business environment. 

• There won’t be investment in tourism for next few years which will substantially decrease FDI 

in Nepal because tourism is choicest sector of foreign investors of Nepal. There is fear among 

Nepali tourism entrepreneurs of getting bankrupt due to COVID-19. 

• Investment in export potential industries like carpet, pashmina, garments and woolen products 

and others depend on how fast economy of Europe and America recover. 

• Investment in large and medium scale industries will continue as supply system get back to 

usual pace   

• There is high possibilities of increase in IT investment due to rise in digital culture among 

Nepali during COVID-19 lockdown which is expected to continue. 

• Donor aid and projects has huge role in establishing micro and small enterprises in rural area 

for poverty alleviation and livelihoods and enhancing technological transfer. There is 

apprehension on whether the donor will continue these types of projects after COVID-19 

pandemic. The change in the strategic of the donor will have huge impact on SMEs because 

the initiatives solely brought by the government in this regard are highly ineffective 

(Bajracharya et. al, 2019).  

• Ever since rise of returnee due to COVID-19, the Government of Nepal is saying to hold them 

by engaging in agro entrepreneurial activities. To do so, government needs to seriously think 

about revising its SME strategy and it should also think about financial resource to invest in 

this area. 

 
16 Ministry of Finance (2020). Economic Bulletin. Year 1 No. 8.  
17 MOF (2020) reports that custom collection of first eighth of current fiscal year is NRs. 101.4 billion which is 
2.2 percent than NRs. 103.7 billion collection of same period of last fiscal year. 
18 ibid 
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Banking services in use of industry 

• Bajracharya et. al (2019) and Nepal Rastra Bank (2019)19 states that most of the commercial 

bank loans are concentrated on large scale commercial activities, hire purchase and real estate 

whereas deprived sector get small share of around 5 percent.  

• The total loans of BFIs upto mid of February amount NRs. Rs 3142 billion of which 31.4 

percent amounting NRs 986 billion is in industrial sector and 4.2 percent amounting NRs 130 

billion is in tourism sector. BFIs have provided 11.1 percent of total loan for industrial activities 

and 35.3 percent of industrial loan to SMEs. 

• It is natural that the most of BFIs loans are invested in major business than deprived sectors 

and SMEs so there is high chances of SMEs getting less benefit from interest cut and other 

monetary sector tools. 

• SMEs meet 7 percent of its financial requirement from remittance income, 6 percent from 

unofficial loans and 6 percent from the loans from cooperatives20. Government also needs to 

think about these source of financing while taking decision of bailout. 

 

Public utilities (electricity, drinking water, telephone, internet etc) in use of industry 

• National Census of Manufacturing Establishments 2011/12 reports that public Utilities like 

electricity and water contibute 5 and 0.08 percent in value addition of industrial products. 

 

Hotel, restaurant in & around industrial areas or corridors 

• Most of hotels and restaurants remain close due to lockdown. The owners of many hotels in 

highway side have offered the space for quarantine.  

 

Impact on Current Account and Balance of Payments 

The balance of payment account so far has been comfortable despite declining exports and 

remittances due to decline in the imports as shown by NRB data of eight months. However, with 

the prospect of sharp decline in remittances with the decline in job market, it may put a severe 

pressure in the medium term balance of payment.  

 

 

 

 
19 Nepal Rastra Bank (2019). Financial Stability Report. Kathmandu.  
20 https://nepaleconomicforum.org/neftake/smes-financing-in-nepal-five-key-findings-of-the-report/  

https://nepaleconomicforum.org/neftake/smes-financing-in-nepal-five-key-findings-of-the-report/
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 Chapter 3  

Trade Facilitation 

 
Trade facilitation refers to cross-border movement of goods and services at efficient transaction 

cost. WTO defines “trade facilitation as the simplification and harmonization of international trade 

procedures” where trade procedures are the activities, practices, and formalities involved in 

collecting, presenting, communicating, and processing data required for the movement of goods 

in international trade.”21 It relates to streamlining administrative process of ports and/or border 

crossings with timely reform in policies and institutional structures, improvement of transport 

infrastructure, removal of non-tariff barriers, reduction of corruption, ICT, and others. The WTO 

Trade Facilitation Agreement (TFA) has been enforced through ratification of the agreement by 

two-thirds of the members on 22nd February 2017 with , the objectives is boost the global trade by 

expediting the movement, release, and clearance of goods. OECD (2014) estimates that if TFA is 

fully implemented the trade cost of low income countries will decrease by 14.1 percent whereas 

trade cost of lower middle income countries and upper middle income countries will reduce by 

15.1% and 12.9% respectively.22 Siddhi (2017) opines that the TFA will benefit traders and the 

Government of Nepal in following manners23: 

 

Table 3.1: Benefits of WTO Trade Facilitation Agreement 

Benefits to Traders Benefits to Government of Nepal 

• Increased Predictability and 

Accountability in dealing with exports/ 

imports 

• Reduced Compliance , and Clearance 

Time and Costs 

• Reduced Complexity and Administrative 

Hassles 

• Increased Opportunities for 

Internationalization  

• More Informed Decision-Making 

• Effective Legislation, Regulations, 

System and Procedures 

• Increase Efficiency of Government 

Agencies 

• Better Alignment with Modern Business 

Practices 

• Improved Control of Fraud 

• Formalization  of the Informal Trade 

Sector 

• Improved Revenue Collection 
 

(Siddhi, 2017) 

 

This chapter details about current trade facilitation status of Nepal and analyze the areas which 

require further improvements to reduce trade cost and smoothen cross border trade flow. This 

chapter analyzes the performance of Nepal in various trade facilitation aspects including (i) 

transport infrastructure, (ii) customs management, (iii) policy infrastructure, (iv) transit issues, (v) 

market access for Nepali exports and (iv) trade finance. 

 
21International Trade Center (2013). WTO Trade Facilitation Agreement: A Business Guide for Developing Countries. 

Geneva: United Nations. 
22 OECD (2014). The WTO Trade Facilitation Agreement –Potential Impact on Trade Costs. Online Availabe at 

https://www.tralac.org/images/News/Documents/WTO_Trade_Facilitation_Agreement_Potential_impact_on_trade_

costs_OECD_February_2014.pdf 
23 Siddhi, Ayush (2017). How Does Trade Facilitation Agreement Benefit Nepal?. Online Available at: 

http://www.tepc.gov.np/tepc_pub/2017_Trade%20Facilitation%20Agreement_Factsheet.pdf  

https://www.tralac.org/images/News/Documents/WTO_Trade_Facilitation_Agreement_Potential_impact_on_trade_costs_OECD_February_2014.pdf
https://www.tralac.org/images/News/Documents/WTO_Trade_Facilitation_Agreement_Potential_impact_on_trade_costs_OECD_February_2014.pdf
http://www.tepc.gov.np/tepc_pub/2017_Trade%20Facilitation%20Agreement_Factsheet.pdf
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3.1 Transport Infrastructure  

 

Transport infrastructure is a foundation of country’s economic growth and development. The 

country needs to develop efficient transportation system which integrates (inter)national markets, 

increases mobility and accessibility, and enhances economic and social opportunities. Fujimura 

finds that transport costs are important part of trade and that an improved transport infrastructure 

is crucial in lowering trade costs24. 

 

Road Transport 

 

Road transport is the main means of transport in Nepal and the country is highly dependent on this 

mean of transport for trade. There is rapid expansion of Strategic Road Network (SRN) connecting 

districts of Nepal with construction of Highways and Feeder Roads and another good indicator is 

increase in share of black topped road (Table 2). It is only the district headquarter of Humla which 

is not connected with SRN. Beside SRN, there is also rapid expansion of Rural Road Network 

(RRN) connecting rural and urban localities with the construction of rural and urban roads25. 

Completion of Mid-Hill Highway will be second of its type connecting East part of the country 

with West. The existing East West Highway (H01) has only vital role in connecting all districts of 

Terai and it also connects Nepal with its Southern neighbor, India’s major border points. This 

highway is also connected with Asian Highway Network (AH2).  

 

Table 3.2: Extension of Strategic Road in Nepal (in km)* 

Fiscal Year Black-Topped Graveled Fair Weathered Total 

2000/01 4566 (29.08) 3786 (24.11) 7350 (46.81) 15702 (100) 

2018/19 14695 (44.69) 8594 (26.14) 9590 (29.17) 32879 (100) 

* Figures in parenthesis are percent in total of respective fiscal year. 

(Economic Survey, MOF) 

 

There are also progresses in improving north-south connectivity, particularly in opening new 

routes to China. The border crossings of Kodari/ Zhangmu and Rasuwagadhi/ Gyirong with China 

are connected to Strategic Road Network. The road to border crossing at Korala/ Lizi is almost 

complete except a bridge on river Kali Gandaki. Furthermore, the ongoing extension of Mechi 

Highway (H7) in Province 1 will connect Olangchungola/ Dinggyê border crossing and the 

ongoing extension of Mahakali Highway (H14), Seti Highway (H15), and Karnali Corridor in 

Karnali and Far-Western Provinces with connect Hilsa/ Burang border crossing. 

 

However, Bajracharya, Manandhar and Bajracharya (2019) argues that there isn’t proper 

maintenance of road with taking time to repair damages hindering the free flow of transport and 

increasing cost of transaction. They further add that while constructing road, especially highway, 

natural conservation side is often undermined resulting landslide and other calamities disturbing 

the transport specifically in rainy season. Consequently, more than a third of Nepal's total road 

 
24Fujimura, M. (2004). Cross-border Transport Infrastructure, Regional Integration and Development. Asian 

Development Bank Institute Discussion Paper No 16. 
25 Total road under RRN is around 60,000 km. 
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network is barely useable26. Basnett et al. (2014) has identified low quality of transport resulting 

high cost, and low reliability as critical constraints to economic growth and expansion of 

productive capacity in Nepal. Roads from Kathmandu to most major customs points are prone to 

landslide which increases unpredictability and transport time27. Inefficiency is further hampered 

by the existence of syndicates in the trucking business. 

 

The improvements, therefore, required are in the area of not only enhancing linkage but also 

improving the quality of roads particularly between the border points and the customs points, the 

storage centres and the main highways in order to smoothen the transportation. The improvements 

with the help of ADB needs to be completed on a time-bound basis. Gradual improvement of the 

transportation is needed in the rest of the country too. 

 

Air transport 

 

Air Transport is another important mode of travel in the country as the areas that are otherwise 

inaccessible by roads are connected through air transport. This have provided many export 

potential and marketable products of rural areas (like medicinal plants, fruits and pulses) access to 

urban market centers (like Kathmanu, Pokhara and others) but cost of transporting higher 

increasing transaction cost. At present, there are 32 operational airports in Nepal. Tribhuban 

International Airport at Kathmandu is only airport serving international flight and rest others serve 

only domestic flight. Gautam Buddha International Airport at Bhairahawa is about to get complete 

soon; Pokhara Airport is being upgraded to serve international fight; and There is also plan to 

construct international airport in Nijghad. So, other part of Nepal beside Kathmandu will also have 

international air connection soon. But, India has provided only one aerial entry point to Nepal 

through Simara which results congested air traffic and additional flight from new international 

airports will make air traffic further more congested.  

 

Cost of air transport is higher in Nepal compared to other countries in the region28. Nepal has 

bilateral air service agreements with 40 countries. Currently, 30 international airlines, which 

include 3 Nepali airliners, are operating in the country providing two way seats of 8 million but 

capacity utilization is less. The runway of Tribhuvan International Airport (TIA) have been 

upgraded to serve big planes and taxi parking area has been extended but there are frequent 

complains of insufficient infrastructure capacity. TIA needs additional runways and additional air 

parking space to avoid longer take-off and landing times. Similarly, the remaining airports are also 

not operated on their full strength due to the limitations related to infrastructure and management 

resulting unpredictability of air services and increase the cost of transport29. Bajracharya, 

Manandhar and Bajracharya (2019) reports that many of airport in rural hilly area are not 

operational due limited number of passengers and infrastructure limitations. 

 

 
26Basnett et al. (2014) 
27SAARC Secretariat (2006). SAARC Regional Multimodal Transport Study. Kathmandu: SAARC.  
28Nepali Times (October 2012). “Nepal by Air,” Kathmandu: Nepali Times  
29 INECO Priontec, “Capacity Development of Civil Aviation Authority of Nepal: Inception Report,”Kathmandu: 

Civil Aviation Authority of Nepal, 2012a; INECO Priontec, “National Airports Plan: Current Situation and 

Diagnostic,” Kathmandu: Civil Aviation Authority of Nepal,2012b 
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The improvements needed are using the under belly (cargo capacity) of the aircrafts to the fullest 

extent and removing non-tariff barriers eg handling and clearing time, simplification of 

documentation and integrating documents to mitigate processes. 

Railway 

 

Eastern part of Nepal was linked with India through narrow-gauge railway track since long ago 

but it remained non-operational later day. Nepal signed a railway agreement with India in May 

2004 allowing transportation of goods from the Haldia/ Kolkata port to the Birgunj/ Raxaul border 

point by rail. The old narrow-gauge track was replaced with a broad gauge track and the Inland 

Clearance Depot (ICD) at Birgunj is only of its type to have access with 6 railway lines coming 

from India. In 2008, Nepal government brought East-West Electrified Railway Project, with a 

vision to develop a railway network across the Terai region. In 2010, the memorandum of 

understanding was signed between India and Nepal enhance cross-border connectivity. The 

government formed the Department of Railwaysin 2011, which endorsed the 20-Year Railway 

Development Vision to improve north-south and east-west connectivity. The Department is 

currently carrying out initial work for different proposed railway tracks with support from India 

and China. A letter of exchange with India in February, 2016 stated Nepal would be able to use 

Indian railways for transit of items to and from Vishakapatnam port in Andhra Pradesh and for 

transit of goods to Bangladesh. In practice, however, there has been only negligible use of railways 

for cargo beyond limited movement along the Birgunj-to-Kolkata route. The old narrow-gauge 

track from Jayanagar-Janakpur-Bardiayabash has been recently upgraded to a broad-gauge system 

and two railways have been brought under Nepal Railways Company (NRC), the sole operator of 

railways in Nepal. But there isn’t technical manpower broad-gauge system. 

 

Others 

Due to the dams being built by India in major rivers of Nepal, waterway of Nepal is navigable 

trade transport. (Bajracharya, Manandhar and Bajracharya, 2019) Petroleum pipeline has recently 

been laid from Raxaul to Amlekjung which ease transport petroleum products. 

 

Table 3.3: Comparative Analysis of Quality of Transport Infrastructure of Nepal (in 

Ranking)* 

Indicators Nepal Bangladesh India Sri Lanka 

Road Connectivity 101 117 72 96 

Quality of Road Infrastructure 120 108 48 76 

Efficiency of Railway Service N/A 65 30 49 

Air Connectivity 75 63 4 59 

Efficiency of Air Transport 131 109 59 72 

Overall Quality of Transport Infrastructure 91 100 28 50 

Ranking of 144 countries with 1 as best and 144 as worst  

(World Economic Forum, 2019) 

 

The WEF’s Global Competitiveness Report 2014-15 reveal that it is only Bangladesh which ranks 

less than Nepal in overall Quality of Transport Infrastructure. Nepal has among the poorest roads 

and airlines infrastructures in South Asia as shown in Table 2.1. Nepal ranks 120th in terms of 

quality of roads and 131st in terms of quality of air transport and 91st for overall quality of transport 

infrastructure.  
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3.2 Customs Reform  

 

Customs Administration is one of the important aspects of trade facilitating institution as quick 

custom clearance makes trade efficient and economy dynamic. Trade is also a major source of 

government revenue. Nepal is member of World Custom Organization and signatory of Kyoto 

Convention on Custom Reform30. Custom management has undergone some major changes with 

accession to WTO and signing of Kyoto Convention which include legal and institutional reforms 

and simplification of custom clearance procedure. Customs Reform and Modernization Action 

Plans have been brought at regular interval for this purpose and the latest of it is Customs Reform 

and Modernization Strategies and Action Plan (CRMSAP) (2017-21).31 

 

The Council of Ministers of The Government of Nepal has approved New Custom Act drafted as 

per the principle of WTO Trade Facilitation Agreement and Kyoto Convention and placed it in 

parliament for discussion and approval. It is expected that this new Act will ease the custom 

clearance procedure. During its accession to the WTO, Nepal agreed to bind 100 percent of its 

tariff lines on agricultural products and 99.3 percent of its tariff lines on non-agricultural products. 

Since then, Nepal has reduced its average Most Favored Nation (MFN) tariff rate 13.8 percent in 

2002/2003 to 12 percent in 201232. The average MFN applied and effectively applied tariffs in 

Nepal in 2017 were 11.77% and 12.02%, respectively which were higher than the averages for the 

Asia-Pacific economies of 7.46% and 6.91%, respectively33. Average MFN bound tariff rate of 

26% was lower than the Asia-Pacific average of 26.35%.   

 

The Customs Department publishes tariffs of all imports on its website for the benefit of traders 

and agents. “Transaction based” valuation system has been used in comply with WTO Customs 

Valuation Agreement in addition to that “Specific Declaration” has been started very recently. This 

allows more space for the importers to challenge the valuation decisions of Customs offices. 

Automation is the important part of Customs reform. ASYCUDA was introduced first in Nepal in 

1998 which was later upgraded to ASYCUDA++ version. Presently, the country is using 

ASYCUDA WORLD and it is operated in 24 major custom offices in which share 99.8 percent of 

Nepal’s trade (Dahal, 2020). This is a system with feature of Real Time Data and Transaction. The 

customs offices scattered to different parts of the country are connected to the DoC’s central server 

at DoC headquarters in Kathmandu. All 24 major custom offices are Wide Area Network and 16 

out of them are equipped with IP camera for Real Time Monitoring and there is plan to expand it 

in CRMSAP (2017-21). In the major Custom, Gate Entry, Valuation, Bank Guarantee 

Management and Goods Deposit/Seizure Management sub module of ASYCUDA WORLD have 

been operationalized. Broker Module has also introduced in the last fiscal year 2018/19/ it is made 

operationalized in Tatopani and Rasuwagadi Custom with China border.   

 

 
30 Nepal signed Kyoto Convention on Custom Refrom in signed in August 2006  
31 Department of Customs (2017). Customs Reform and Modernization Strategies and Action Plan: 2017-21. 

Government of Nepal 
32  World Bank (2014). World Development Indicators, Washington DC: World Bank. 
33 UNESCAP (2018). Asia-Pacific Trade Briefs: Nepal. UNESCAP 
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Selectivity module is important module of ASYCUDA currently operational in the large custom 

offices to implement risk management system. Items passing through the customs offices are 

separated between Red, Yellow and Green Channels based on their perceived risks. Items cleared, 

through the Green and Yellow Channel, go through minimum inspection and, high risk items 

cleared through the Red Channel, go through rigorous inspection procedure based on the perceived 

risks of the items under consideration. Aryal (2020) opines that 40% percent of Merchandise trades 

are cleared through Green and Yellow Channels and the rest through Red Channel. The measures 

are taken to minimize Red Channel. This system has been complemented by the new policy under 

which the examiners need to clear the goods within two hours of inspection. In order to make the 

risk management system more effective, the customs department uploads data on items passed 

through the selectivity module to risk management software34. The data is also forwarded to the 

Inland Revenue Department and the Post Clearance Audit Office, which provide regular feedback 

to risk management unit. 

 

Department of Customs established Post Clearance Audit Office in 2009 which is major progress 

in Post Clearance Audit (PCA). Under transaction based valuation and risk management systems, 

PCA becomes an important mechanism to ensure that the imported goods are accurately declared 

and have submitted necessary documents as well as taxes. In FY 2011/12 alone, PCA office has 

conducted more than 290 audits with revenue generation of NRS 22 million which is higher than 

targeted amount35. Additionally, commodity audit and form audit mechanisms are also in process 

of being included in the preview of the PCA Office in order to improve the effectiveness of PCA  

 

Nepal has just recently introduced National Single Window System of custom clearance which an 

aim to minimize door to door visit of various government offices associated with custom clearance 

and get all service from point. The National Single Window System is included as one component 

of Nepal India Regional Trade and Transport Project (NIRTTP) with an expectation to complete 

in 2018. It is expected that introduction of a single window system would reduce the time and costs 

taken to the traders in preparing and processing documents in the customs offices.  

 

Notwithstanding the broad scope of reforms introduced by DoC, the customs offices in Nepal still 

suffer from a weak infrastructure. It is reported that it is frequent phenomenon of congestion at 

border posts and customs yards for the road-based cargo are inadequate at major customs points. 

The problem is more pronounced in Birgunj customs, TIA, and Tatopani customs where local 

traffic as well as inadequate road infrastructure causes regular delays in the process of 

export/import36. 

 

There are lot needs to be done to strengthen the institutional capacity of Post Clearance Audit 

system. PCA units are not available at all customs points and the Personnel at the PCA office are 

inadequately trained for audit purposes. Recognizing the improvements required in the PCA 

mechanism, the CRMSAP (2017-21) recognizes training and capacity building of PCA officials 

 
34 Aryal (2020) opines that security updated is earlier made by custom office but it is currently done by Department 

of Custom. 
35 Ibid. 
36 Rajkarnikar, P R (2010). Adequancy and Effectiveness of Logistics Services in Nepal: Implication for Export 

Performance. Working Paper 79.Asia-Pacific Research and Training Network on Trade,. 
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as an important intervention to improve risk management. In short, despite significant progress 

made by the PCA office in recent years, there is significant room for improvement in the sector.  

 

The implementation of ASYCUDA remains a work-in-progress. Since the time of starting of this 

system in 1998, only few of the sub-modules were used with the full potential of the system has 

yet to be utilized. With the setup of ASYCUDA WORLD, Gate Entry, Valuation, Bank Guarantee 

Management and Goods Deposit/Seizure Management sub module has been used effectively. 

Brokers Module has not been used effectively in all major custom.  

Implementation of risk management system for reducing inspection time, too, has encountered 

various challenges. First, customs posts lack food testing laboratories and food items that require 

testing have to be transported to regional food laboratories that increases clearance time 

significantly.  A similar problem is encountered with imported plant items since customs posts 

lack quarantine offices on premises themselves. CRMSAP (2017-21) has planned to setup testing 

laboratories in major custom point and the government has recently brought National Single 

Window System which aim to bring all custom clearance authority like quarantine, laboratories 

and other at one point. It is hoped that this will reduce the inspection time and ease the clearance 

process.  

 

The efficiency and adequacy of Customs brokers is another problem. The need for an Authorized 

Economic Operator’s (AEO) system is in line with the World Customs Organization’s SAFE 

Frameworks of Standards. The customs brokers have not been able to keep up with recent 

modernization efforts by Department of Custom (NTIS, 2016). The Department tried to hire new 

agents via examinations in FY 2011/12 but the move was blocked by the Supreme Court. 

Department of Custom hopes that successful integration of AEOs in the trade facilitation system 

can overcome drawbacks associated with customs brokers and CRMSAP (2017-21) has been 

brought in same line. On top of that, government has been planning to institutionalize digital 

payment system but there is limited progress in this regards.  

 

At TIA, ineffective ground handling has been another problem. At present the National Airlines 

Corporation (NAC) has been given sole responsibility of ground handling operations.37Inefficient 

ground handling staffs have led to higher ground handling costs as well as problems of delays and 

inefficient airlines management compound further problems. The warehouse of TIA also lacks 

sufficient equipment like forklifts and crane services.  

 

Finally, the efficiency and transparency at customs points remains one of the key challenges for 

Nepal. The Trade Enabling Report (2016) ranked Nepal 96th out of 136 countries in terms of 

efficiency and transparency of border administration.38As was mentioned earlier, the monopolistic 

practice at the airport remains an important impediment for efficient ground handling in TIA. 

Similarly, unwillingness among Customs officers at border points have been identified as the 

major obstacle behind unsuccessful implementation of ASYCUDA in Nepal. The DoC too has 

recognized that revenue leakages in customs points remains a major area for intervention, keeping 

in the mind the massive amount of misappropriation of revenue resources currently taking place 

 
37Civil Aviation Authority of Nepal (2007). National Aviation Policy. Kathmandu: Government of Nepal,. 
38 World Economic Forum (2016). The Global Trade Enabling Report. Geneva: World Economic Forum. 
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at the Customs.39 While comparing custom processing efficiency of South Asian countries Nepal 

is better only than Bangladesh in most of indicators and Nepal lag behind than other South Asian 

countries like Bhutan, India and Sri Lanka (Table 3) 

 

There are 28 custom offices in the border with India in addition to these there are also 88 small 

custom posts among which 44 are operational. There are 9 custom offices in the border with China. 

There is custom office at TIA for airway. The major custom offices with large flow of trades are 

Birgunj, Biratnagar, Bhairahawa, Kakarbhitta, TIA, Rasuwa, and Nepalgunj.  Birgunj alone holds 

around 35 percent of trade of Nepal. Few years ago, Tatopani used to be major custom point with 

China but 2015 earthquack made major damage in this border point so the trade with China 

diverted to border point Rasuwa. As COVID-19 erupted major border point were seized with 

lockdown but the border points with India are not almost operational but the border points with 

China are still not fully functional. 

. 

Table 3.4: Ranking of the South Asian Countries in terms of Custom Processing and 

Border Compliances 

 Banglades

h 

Bhutan India Nepal Sri Lanka 

Custom Service Index 108 84 88 104 116 

Efficiency of the Clearance Process 80 114 38 130 81 

Time to Import (Documentary 

Compliance) 

119 51 84 79 82 

Time to Import (Border Compliance) 121 36 131 76 82 

Cost to Import (Documentary 

Compliance) 

115 40 82 59 110 

Cost to Import (Border Compliance) 130 34 99 59 61 

Time to Export (Documentary 

Compliance) 

126 54 83 63 108 

Time to Export (Border Compliance) 115 27 119 86 72 

Cost to Export (Documentary 

Compliance) 

115 40 73 66 48 

Cost to Export (Border Compliance) 94 24 96 66 84 

Irregular Payments and Bribes 131 49 55 127 101 

Custom Transparency Index 111 66 66 81 86 

Efficiency and transparency of border 

administration 

130 53 75 96 97 

Ranking of 136 countries with 1 as best and 136 as worst  

(World Economic Forum, 2016)40 

 
39 Department of Customs (2017). Customs Reform and Modernization Strategies and Action Plan: 2017-21. 

Government of Nepa 
40 World Economic Forum (2016). The Global Trade Enabling Report. Geneva: World Economic Forum. 
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Figure 3.1: Share of Trade in Major Customs Points of Nepal (in %) 

 
(Department of Customs)41 

 

3.3 Inland Container Depots (ICDs)  

 

Nepal has setup ICD to facilitate trade.  Currently, Inland Container Depots (ICDs) in four major 

customs points at Birgunj, Bhairahawa, Biratnagar and Kakarbhitta are operational. Construction 

of ICD in Tatopanni has been completed but still not operational because this border with China 

isn’t functional since 2015 earthquake. Two new ICDs have been constructed: One in 

Rasuwagaddi which is currently the main trade point with China and another is in Kathmandu, the 

capital of Nepal. It is important to note here that around 14 percent of import and around 2.5 

percent of export are through ICDs.  Most of ICD are operated below potential because of: (a) the 

traders haven’t shifted their preference from the old customs point due to high charges of the ICDs; 

(b) the shipping lines do not book cargo on a CIF of ICD basis; and, (c) high capital formation in 

the ICD has made its operation expensive.42 

 

3.4 Trade Finance 

 

Commercial banks are the only financial institutions which are allowed trade finance. Generally, 

trades in goods are financed through Letters of Credit (L/C) or cash against documents. Traders 

are generally provided pre-shipment and post-shipment loan by the banks in three forms: export 

 
41 https://customs.gov.np/page/fy-207677  
42Rajkarnikar 2010 ibid. 
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finance, cash against documents, and discounting of L/Cs. The traders have to obtain a Business 

Credibility Requirement License from the Department of Industry to open a L/C at a commercial 

bank. This license lists the items that the traders are legally permitted to trade and the banks are 

allowed to provide trade financing. The traders also require providing various documents to the 

Central Bank of Nepal in term of FOREX management.  

 

3.5 Main Transport Corridor, Port and Transit Issues 

 

Nepal as a landlocked country must rely on its neighbors for transit facilities. It is widely 

documented that lack of access to sea can prove to be an important impediment in cross-border 

trade.  A 1998 study by Radelet and Sachs found that access to sea and distances to major markets 

have a strong impact on the development of manufactured exports and long-run economic 

growth.43 This study showed that 10 percent increase in sea distance is associated with 1.3 percent 

increase in shipping costs and landlocked economies’ cost of exports are 5.6 percent higher than 

those of coastal economies.44 Similarly, Sachs, Mellinger, and Gallup show that poorest economies 

are often those far from a sea.45Another study by Redding and Venables shows that direct access 

to sea raises income per capita by as much as 24 percent.46 

 

The trade and transit treaty between Nepal and India initially penned in 1950 and revised and 

renewed at regular time interval allow Ports of Kolkota as the main port for Nepal for trade and 

transit. Port of Halida is used trade and transit with third country. As per the Transit Treaty between 

the two countries, 15 transit routes have been allocated connecting various parts of Nepal with 

Kolkota/ Haldia. Birgunj-Raxaul-Kolkata/Haldia is the most important road corridor used by 

Nepal for transit.  

 

Kolkota and Haldia used by Nepal for transit trade are feeder ports linked to Singapore and 

Colombo with larger direct vessels respectively. The virtual truth is that using feeder port is costlier 

than using large direct vessel but Nepal has been using same model for long. Movement away 

from feeder port to larger direct vessels, for instance in the Port of Mumbai, alone would save 

Nepal US$ 400 on a twenty foot container.47 In addition, these two ports are already running at 

maximum capacity and, therefore, congestion is a frequent problem.  This is compounded by 

problems of storage and backup areas in the ports. Shipments carrying Nepalese cargo typically 

reach Kolkata before the associated documents and cargo cannot be cleared within the demurrage 

free time resulting in additional expenses for Nepalese importers.48  Likewise, syndicates among 

transport enterprises in Kolkata force Nepalese traders to pay higher prices for their products.  The 

road between Raxaul to Kolkota, a stretch of 1047 km, is primarily a 2 lane road in poor condition, 

with truck speed dropping to as low as 30 km per hour over a 180 km section (ADB, 2017). Poor 

 
43 Radelet, S, and J. Sachs, “Shipping Costs, Manufactured Exports, and Economic Growth,” presented at the 

Amercian Economic Association Meeting, Cambridge: Harvard University, 1998 
44 Radelet, S, and J. Sachs, “Shipping Costs, Manufactured Exports, and Economic Growth,” presented at the 

American Economic Association Meeting, Cambridge: Harvard University,1998 
45 Sachs, J., A.D Mellinger, and J.L Gallup, “The Geography of Poverty and Wealth.” Scientific American: 2001. 
46 Redding, S, and A.J Venables, “Economic Geography and International Inequality.” Journal of International 

Economics 62: 53–82, 2004 
47Ojha, P., Nepalese Experience in Liberalization of Trade Logistic Services. Bangkok: UNESCAP, 2006 
48Kumar, P, and C Mukherjee.,Trade Facilitation Needs Assessment in South Asia: A Case Study of Eastern Sub-

Region. Draft. Jaipur: CUTS Centre for International Trade, Economic & Environment,2009 
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road condition also adds to breakdown of vehicles. The Raxaul customs also suffers from poor 

traffic management and therefore, significant time loss has been reported in the customs too.49  

 

In 2016, Nepal signed Letter of Exchange with Bangladesh for transit through Kakarbhitta- 

Phulbari- Banglabandh corridor. In the same year, another Letter of Exchange with Indian allows 

transit traffic by rail to and from Vishakhapatnam of Andhra Pradesh. The 2016 protocol of Transit 

and Transportation Agreement with China, allow Nepal to use Tianjin, Shenzhen, Lianyungang 

and Zhanjiang open seaports and Lanzhou, Lhasa and Xigatse dry ports for trading with third 

countries. But all these initiatives are far from being fully operationalize and have change the trade 

dimension marginally. The other major border crossing with mentioned in Trade and Transit with 

India is basically used for bilateral trade with India but small degree of third country trade can’t 

be undermine. The latest trade and transit protocol has allowed six borders crossing with China for 

trade among which three can be used for bilateral as well as third country trade and rest three just 

for bilateral trade. But these border points are just used for bilateral trade with China. Few times 

ago, major border crossing points with China were just used for trade with Tibet, Autonomous 

Region of China, due to limited transport network within China and Nepal needed to trade with 

Main Land China either through air-route or through India. But, China has made good progress in 

connecting Nepal’s border with larger parts of China in the last few years which has changed trade 

route of Nepal.  

 

3.6 Institutional Mechanisms  

Institutional mechanism is related with policies, agreements and institutional bodies relating 

trade facilitation. 

 

Bilateral, Regional and Multilateral Treaties and Agreements: The bilateral treaty of trade and 

commerce signed by Nepal and India in 1950 was the first comprehensive treaty on trade and 

transit signed by Nepal. The treaty was concerned more with transit facility to Nepal than 

promoting trade between two countries.50 The trade and transit of Nepal with India was governed 

by this treaty, which was revised and renewed twice in 1960 and 1971 until the Government of 

India withdrew from the transit treaty in 1989. The two countries signed a new Treaty of Trade in 

1996 and a Treaty of Transit in 1999. At present, the two treaties, with some changes, and renewal 

from time to time, govern trade and transit between the two countries. The Treaty of Trade provides 

duty free access to the Indian market for most Nepalese products provided they meet Rules of 

Origin criteria.  

 

The Treaty of Transit requires both countries to allow freedom of transit across their respective 

territories on routes mutually agreed upon. The treaty covers various transit related areas including 

transshipment, warehousing, breaking bulk, change in mode of transport of transit goods, and 

disassemble and reassemble of goods. As mentioned earlier, the treaty designates the Port of 

Kolkata for warehousing and storage purposes of trade goods to/from Nepal. Nepal and India have 

also signed a Rail Services Agreement in 2004 which allows rail services between the Ports of 

Kolkata and Haldiain of India and Birgunj in Nepal. In 2016, another Letter of Exchange with 

Indian allows transit traffic by rail to and from Vishakhapatnam of Andhra Pradesh. 

 
49Rajkarnikar 2010, Ibid 
50Adhikari, R, and C Sapkota, A Study Report on India-Nepal Trade. Submitted to USAID. unpublished.  Kathmandu: 

SAWTEE, 2012. 
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Similarly, Nepal signed a Trade and Payments Agreement with the People's Republic of China 

Government in 1981. The Agreement specifies specific routes (Kodari/Nyalam, Rasuwa/Kyerong, 

and Yari/Purang) for transportation of goods between the two countries. The agreement was later 

revised and the protocol of Transit and Transportation Agreement was signed with China in 2016 

which allow Nepal to use Tianjin, Shenzhen, Lianyungang and Zhanjiang open seaports and 

Lanzhou, Lhasa and Xigatse dry ports for trading with third countries. Currently, trade and transit 

has been allowed six borders crossing with China among which Jilong/ Rasuwa, Zhangmu/ Kodari 

and Pulan/ Yari can be used for bilateral as well as third country trade whereas Chentang/ 

Kimathanka, Lizi/ Nechung and Riwu/ Olangchung Gola can be used only for bilateral trade.  

 

In 2016, Nepal signed Letter of Exchange with Bangladesh for transit through Kakarbhitta- 

Phulbari- Banglabandh corridor 

 

Nepal is a signatory to various regional agreements including SAFTA and BIMSTEC, both of 

which include eliminating trade barriers, harmonization of legislation, and facilitating cross-border 

movement of goods to promote trade in the region.  The SAARC Agreement on Mutual 

Administrative Assistance in Customs Matters looks at providing assistance to the contracting 

parties for the proper application of Customs laws and preventing, investigating, and combating 

Customs related offences.  

 

Besides the bilateral and regional treaties and agreements, Nepal is also a party to various 

multilateral trade and transit related treaties. Nepal became a member of the WTO in 2004.  As a 

result, Nepal committed itself to liberalizing its economy, rationalizing its tariff structure, and 

opening up important subsectors. The WTO also provided market access to Nepal and ensured its 

freedom of transit through Article V of GATT/WTO. The country is also a party to the Revised 

Kyoto Convention on the simplification and harmonization of customs procedures that identifies 

a number of guidelines for various customs formalities including modes of payments of duties and 

taxes, procedures for customs clearance, security and others. The country also participates in the 

Almaty Programme of Action and Vienna Programme of Action that aims at lowering the costs of 

access to sea for landlocked least developed countries and, more broadly, minimizing the costs of 

isolation from world markets. 

 

The treaties have opened up the market but we should continuously assess opportunities and 

barriers in specific markets and by commodity and service-wide and develop conducive strategies 

accordingly and avail the benefits. 

 

Legal and Policy Mechanisms: After joining the WTO and the Kyoto Convention, the 

Government of Nepal revised its Customs Act and the Customs Regulations to meet its obligations 

and international commitments. Accordingly, Customs Rules allow importation under bank 

guarantee, allow bonded warehousing facility, and mandate the use of WTO rules on “transaction 

value” in determining the value of traded goods. The Customs Act specifies the number of 

documents required for trading and modes of examination of goods (selective method) and makes 

provision for the Post Clearance Audit as well. The Rules also have provisions of risk management, 

time bound clearance, and computerization and automation. The Council of Ministers of The 

Government of Nepal has approved New Custom Act drafted as per the principle of WTO Trade 
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Facilitation Agreement and Kyoto Convention and placed it in parliament for discussion and 

approval. 

 

Trade Policy, 2015 aims at creating an environment conducive to the promotion of trade and export 

competitiveness. It envisions active participation of the private sector in promoting trade and 

reducing transaction costs through procedural simplification, facilitation, and institutional 

strengthening. The Policy includes various implementation measures in trade facilitation including 

construction of Integrated Check Points (ICPs); simplification of customs procedures, 

improvements in quality standardization agencies, warehousing facilities, strengthening technical 

capacity of customs points, and simplification of export incentives.  

 

The Nepal Trade Integration Strategy, 2016 is another important national document which aims to 

improve various aspects of trade and transport facilitation. The key objective of NTIS 2016 is to 

strengthen the technical capacity of domestic non-tariff barriers and other business environment 

supportive institutions in SPS and TBT areas. The Strategy has also recommended for 

implementation of the Customs Modernization Programme, improvement in customs valuation, 

strengthening post-clearance audit capability, developing risk management plan, harmonizing 

standards and transparent custom procedure.  

 

Similarly, the Customs Reform and Modernization Strategies and Action Plan (CRMSAP) 2017-

21 is also important trade facilitation document for Nepal. It focuses on activities aimed at 

improving the Customs related procedures. The CRMSAP (2017-21) has implemented 

successfully various activities, including implementation of ASYCUDA WORLD, integration of 

customs points via Wide Area Network, establishment of the PCA Office, reducing 

documentation, promoting communication between customs and businesses, improving customs 

labs, endorsing use of e-customs, making revenue system more transparent and introducing 

National Single Window System of custom clearance. 

 

Institutional Bodies Dedicated to Trade and Transport Facilitation: The National Trade and 

Transport Facilitation Committee (NTTFC) ), established in 1998, is a body dedicated to provide 

policy advice for the facilitation of international transport and to monitoring trade and trade 

facilitation related activities in the country. The committee played a crucial role in drafting the 

Multimodal Transport Act, the Railway Act, and the Goods Carriage by Road Act. Additionally, 

the committee was vital in updating Nepal’s insurance laws and introducing the Road Haulers 

Insurance Policy. However, the reports have noted the passive role played by the private sector in 

the NTTFC. Additionally, frequent transfers of government personnel that participate in the 

NTTFC led to lack of ownership in the Committee.  The Government of Nepal has revived the 

NTTFC in a new form with representatives from public as well as private sector under MoCS in 

2013 which is similar to the provision envisioned by the WTO Trade Facilitation Agreement. 

 

Under the Trade Policy, a Board of Trade has been constituted under the Chairmanship of 

Minister/Minister of State for Commerce and Supplies. The Board is attended by representatives 

from the private as well as public sector and aims at coordinating implementation of the Trade 

Policy. Similarly, Trade and Export Promotion Center (TEPC) is also in operation under the 

government with a view of promoting foreign trade and exports of Nepal. In addition, Nepal Inter-
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Modal Transport Development Board has also been setup to oversee the management of ICDs in 

the country.  

 

Likewise, Board of Investment has been established under the chairmanship of Prime Minister of 

Nepal with the aim at creating an investment friendly environment and developing infrastructure 

in the country.  Furthermore, a high level Nepal Business Forum has been formed with a focus on 

creating a participatory dialogue between government and the private sector, identifying problems, 

and producing solutions related to trade and investment in the country.  

 

Besides these bodies dedicated to trade facilitation, various transport related institutions are put 

in place for trade facilitation. The Department of Roads and the Road Board are entrusted with 

development of roads in the country.  Similarly, the Civil Aviation Authority of Nepal (CAAN) 

is responsible for facilitating air transport. 
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Chapter 4 

Export Potential Identification 

 
4.1 Export Product/service Identification 

 

Identification of export potentials has been done based on review of NTIS 2010 and NTIS 2016, trade 

policy 2015, review of product and service performance, resource analysis and extensive discussions with 

the private sector, government officials and the experts. 

 

The potential products and services are listed below. 

 

a. Agriculture , forestry and Horticulture 

1. Cardamom 

2. Coffee 

3. Fruit 

4. Ginger 

5. Medicinal and aromatic plants 

6. Honey 

7. Mushroom 

8. Vegetables 

9. Tea 

10. Flower 

11. Lentils 

b. Processed and manufactured products 

1. Dairy products 

2. Processed agro and meat products 

3. Noodles 

4. Jute and jute products 

5. Fabrics, textile, yarn and rope 

6. Garment 

7. Carpet 

8. Pashmina 

9. Leather and leather products 

10. Handmade paper and paper products 

11. Wool and woolen products 

12. Processed and manufactured products.. 

13. Processed stone, stone, boulder and sand 

14. Gold and silver jewelry 

15. Fully processed, assembled, and intermediate 

manufactured goods 

 

c. Services 

1. Skilled and semi-skilled HR 

2. Education 

3. Health services 

4. Engineering services 

5. Hydropower 

6. Knowledge 

7. Water 

8. IT and BPO 

9. Tourism 
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1) Cardamom51 

 

1. Global Cardamom Market Trend: Global export of cardamom harbors around 0.6 billion to 0.9 

billion USD in the years 2015 to 2018 but it reaches to 1.2 billion USD in 2019 (Figure 4.1). At the same 

time, global import also show similar trend as it harbors around 0.5 to 0.7 billion USD in the years 2015 

to 2018 but it reaches to about 1 billion USD in 2019. Global trade flow of cardamom renders Guatemala, 

Indonesia and India as leading exporters of cardamom in the global market, while Nepal also ranks 

among the top 5 exporters (Table 4.1). Guatemala earns highest from cardamom export followed by 

Indonesia, India, United Arab Emirates and Nepal respectively. Though India and United Arab Emirates 

are amongst the largest producer of cardamom, it is also one of the highest importers which indicate that 

India and United Arab Emirates depend on other countries for cardamom (Table 4.1 and 4.2). The trade 

pattern of 5 leading cardamom importing and exporting countries is provided in table 4.1 and 4.2 

respectively. 

 

 
Source: TradeMap 

 

Table 4.1: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Guatemala 243092 229073 367005 433752 647258 

Indonesia 107927 96672 120362 128181 159236 

India 116738 107892 134432 101272 80194 

United Arab Emirates 40648 22684 27490 59459 117585 

Nepal 42866 36353 43347 37816 44419 

Rest of the World 156036 143865 154715 158670 183531 

World 707307 636539 847351 919150 1232223 

Source: TradeMap 

 
51 Cardamom refers to HS Code 0908 
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Table 4.2: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Saudi Arabia 125781 111563 180971 139990 186357 

United Arab Emirates 113426 51117 92161 91160 139466 

India 70451 56541 79125 71055 94070 

Bangladesh 36652 23223 38371 49217 65206 

United States of America 32712 30089 30250 35532 39208 

Rest of the World 296238 297021 344250 383835 498586 

World 675260 569554 765128 770789 1022893 

Source: Trade Map 

 

2. Trade Performance of Nepal in Cardamom 

 

Nepal’s import and export of cardamom is fluctuating, while its import of cardamom is showing a trend of 

steady decrease albeit some highs and lows (Table 4.3). The import of cardamom took peak in the years 

2013/14 and 2016/17 but remained moderate in remaining years of 2011/12 to 2018/19 period. The import 

of cardamom reached at its lowest in 2017/18 over the 8 year period. Export of cardamom took peak in the 

years 2015/16 and 2017/18. The export of cardamom reached its lowest in 2014/15 (Table 4.3). Nepal 

imports highest amount of cardamom from Guatemala, while it exports highest amount of cardamom to 

India (Table 4.4 and 4.5). It is to be noted here that although Nepal is amongst the top 5 cardamom 

producing countries, majority of its trade is concentrated with India. SWOT analysis of Cardamom of Nepal 

is provided in Table 4.6. 

 

Table 4.3: Nepal’s Trade of Cardamom (in NPR Thousand) 

Years Export Import 

2011/12 3490718 364315 

2012/13 3850604 727136 

2013/14 4066657 1452735 

2014/15 378785 378785 

2015/16 4615342 393598 

2016/17 3910154 1940715 

2017/18 4858417 225467 

2018/19 4292022 324560 

Source: DOC 
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Table 4.4: Export of Cardamom from Nepal 

Countries 2012 2013 2014 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 45646 19190 32832 42866 36324 43252 37691 44308 

United Arab Emirates 111 0 0 0 0 0 57 72 

China 3 0 0 0 21 84 58 38 

Austria 0 0 25 0 0 0 0 0 

France 0 0 1 0 8 8 3 0 

Others 14 0 0 0 0 3 7 1 

Total 45774 19190 32858 42866 36353 43347 37816 44419 

Source: Trade Map 

 

Table 4.5: Import of Cardamom to Nepal 

Countries 2012 2013 2014 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

Guatemala 4053 635 8761 2331 9175 12845 1123 6148 

India 134 50 166 184 345 332 466 284 

Indonesia 0 0 0 3 26 37 41 234 

Singapore 0 0 0 0 0 0 0 119 

Viet Nam 0 0 0 80 0 0 0 0 

Others 74 0 3 5 3 0 0 2 

Total 4261 685 8930 2603 9549 13214 1630 6787 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Cardamom of Nepal is presented in table 4.6. 

 

 

Table 4.6: SWOT Analysis of Cardamom of Nepal 

Strengths Weaknesses 

• Nepal is one of the largest producers and 

exporters of large Cardamoms 

• Demand for Nepal’s Cardamoms in 

World Market is growing 

• High Value Agro Product with strong 

export potential 

• Significant source of income for large 

number of farming households, including 

disadvantaged populations 

• Geographical and climate conditions of 

many districts in Nepal are appropriate 

for Cardamom cultivation 

• Benefits women.  Half of the sector’s 

labor force is female.  

• Shortage of skilled manpower 

• Dependent on one country for export as 

over 99 percent of exports go to India 

• Degradation of land and lowering of 

production yield due to fungal and viral 

diseases 

• No value addition beyond farm 

production due to lack of modern 

processing and storage sector 

• Poor supply of improved seeds and 

seedlings 

• Poor field management leads to 

diminishing yield 
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• Cardamom cultivation can help with 

preventing soil erosion 

Opportunities Threats 

• Possibility of increasing production by 

cultivating in mountainous areas beyond 

Eastern Region 

• Increased production yield with 

improved irrigation, improved use of 

fertilizer and field management 

• Set up processing sector for Value 

Addition 

• Develop disease free seeds 

• Export beyond India at higher prices 

• No significant research on controlling 

plant diseases 

• Low productivity due to dryness and 

fungal infections caused by 

environmental degradation  

• Price fluctuation in world market 

• Lack of cooperation among farmers to 

develop commercial farming 

• Poor transport facilities 

• Lack of technical manpower in field 

management and agro marketing 

• Lack of processing units and market 

Infrastructure 
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2) Coffee52 

 

1. Global Coffee Market and Trade: Global export of coffee harbors around 30.1 billion to 32.4 billion 

USD in the years 2015 to 2018, but it decreases to 29.7 billion USD in 2019 (Figure 4.2). At the same time, 

global import harbors around 30.3 to 33.3 billion USD in the years 2015 to 2018. It harbors around 30.8 

billion USD in 2019. Global trade flow of coffee renders Brazil, Vietnam and Colombia as leading exporters 

of coffee in the global market (Table 4.7). Brazil earns highest from coffee export followed by Vietnam, 

Colombia, Germany and Switzerland respectively. Though Germany is amongst the largest producer of 

coffee, it is also one of the highest importers which indicate that it depends on other countries for coffee 

(Table 4.7 and 4.8). The United States of America remains the leading importer of coffee in the global 

market (Table 4.8). The trade pattern of 5 leading coffee importing and exporting countries is provided in 

table 4.7 and 4.8. 

 

 
Source: Trade Map 

 

Table 4.7: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Brazil 5565582 4855884 4613488 4371253 4553569 

Viet Nam 2415423 3040195 3101427 2891547 2218821 

Colombia 2576546 2462526 2582565 2335423 2363170 

Germany 2211967 2276562 2604030 2541006 2377576 

Switzerland 2019503 2045677 2250221 2350718 2508925 

Rest of the World 15611699 15590116 17325286 15632487 15686980 

World 30400720 30270960 32477017 30122434 29709041 

 
52 Coffee refers to HS Code 0901 
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Source: Trade Map 

 

Table 4.8: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 6034021 5746617 6314187 5719421 5841573 

Germany 3745836 3598261 3822548 3478474 3231828 

France 2392542 2359515 2755853 2834421 2731272 

Italy 1778548 1673439 1795292 1750711 1615556 

Japan 1581262 1418026 1431983 1262381 1248034 

Rest of the World 15637941 15561474 17209602 16800960 16204240 

World 31170150 30357332 33329465 31846368 30872503 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Coffee: Nepal’s import and export of coffee is fluctuating, while its 

import and export of coffee is showing a trend of steady increase albeit some highs and lows (Table 4.9). 

It is to be noted here that the wide discrepancy between import value and export value of coffee has 

decreased to the extent that they are almost at a point of convergence by 2018/19. The import of coffee took 

peak in the years 2013/14, 2015/16 and 2018/19. The import of coffee reached at its lowest in 2014/15 over 

the 8 year period. Export of coffee took peak in the years 2013/14 and 2015/16. The export of coffee reached 

its lowest in 2014/15 (Table 4.9). Nepal imports highest amount of coffee from India, while it exports 

highest amount of coffee to Germany (Table 4.10 and 4.11).  

 

Table 4.9: Nepal’s Trade of Coffee (in NPR Thousand) 

Years Export Import 

2011/12 43095 20907 

2012/13 45676 31727 

2013/14 52207 35921 

2014/15 8574 2769 

2015/16 107901 55541 

2016/17 84539 50402 

2017/18 93725 65892 

2018/19 99616 98014 

Source: DOC 

 

 

Table 4.10: Export of Coffee from Nepal 

Countries  2015 2016 2017 2018 2019 

 Total Export in Value (USD 000) 

Germany  393 174 194 243 215 

Japan  255 228 150 313 143 

Switzerland  181 90 152 29 169 

United States of America  90 38 96 192 77 

Korea, Republic of  119 67 46 37 35 

Others  91 162 146 192 218 
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Total  1129 759 784 1006 857 

Source: Trade Map 

Table 4.11: Import of Coffee to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 283 453 319 499 1069 

Thailand 149 149 84 53 8 

United Kingdom 24 26 18 41 8 

Malaysia 1 6 1 2 76 

Italy 1 7 2 29 37 

Others 8 24 50 18 37 

Total 466 665 474 642 1235 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Coffee of Nepal is presented in table 4.12. 

 

Table 4.12: SWOT Analysis of Coffee of Nepal 

Strengths Weakness 

• Favorable climatic conditions for 

specialty coffee along the mid-hills 

• Brand and Reputation of Nepali coffee 

and its high demand 

• Producer cooperatives are actively 

engaged in marketing 

• Need to improve technical capacity of 

farmers and also motive them though 

government and other stakeholders 

provide training at regular interval  

• Limited proper supply of agro inputs 

• Improve Quality Control and 

Certification to Expand market in Europe 

and American continent 

• Higher Production Cost  

Opportunities Threats 

• Demand of coffee in international because 

of less health hazard 

• Generate employment and livelihood 

options in rural areas 

• Gradually using new cultivation and post 

harvesting technology 

• High possibility on adverse effect on 

major cereal crops 

• Climate change might hamper feasibility 

of coffee farming  
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3) Dairy Products53 

 

1. Global Dairy Products Market and Trade: Global export of dairy products harbors around 65.3 billion 

to 81.3 billion USD in the years 2015 to 2018. It reaches to 80.9 billion USD in 2019 (Figure 4.3). At the 

same time, global import harbors around 67.1 to 82.9 billion USD in the years 2015 to 2018. It harbors 

around 82.1 billion USD in 2019. Global trade flow of dairy products renders New Zealand, Germany and 

Netherlands as leading exporters of dairy products in the global market (Table 4.13). New Zealand earns 

highest from dairy products export followed by Germany, Netherlands, France and United States of 

America respectively. Though Germany, Netherlands and France are amongst the largest producer of dairy 

products, they are also one of the highest importers which indicate that it depends on other countries for 

dairy products (Table 4.13 and 4.14). Germany remains the leading importer of dairy products in the global 

market (Table 4.14). The trade pattern of 5 leading dairy products importing and exporting countries is 

provided in tables 4.13 and 4.14. 

 

 
Source: Trade Map 

 

Table 4.13: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

New Zealand 8070880 7796892 9948430 9925105 10403230 

Germany 8448502 8072667 9707736 9798653 9848307 

Netherlands 6885468 7057652 8800274 8790767 8511435 

France 6634047 6303424 6809884 6950174 6791401 

United States of America 3817664 3359084 3881284 3997977 4370800 

 
53 Dairy Products refer to HS Code HS Code: 04011000, 04012000, 04021000, 04022100, 04022900, 04021000, 
04031000, 04039000, 04041000, 04049000, 04051000, 04052000, 04059000, 04061000, 04062000, 04063000, 
04064000, 04069000. 
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Rest of the World 33758294 32810159 38822234 41858564 41013157 

World 67614855 65399878 77969842 81321240 80938330 

Source: Trade Map 

 

Table 4.14: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Germany 6118623 6144522 7598672 7722404 7473719 

China 3180491 3370894 4822848 5293704 5936483 

Italy 3736534 3508588 4006689 4203131 4103273 

France 3261680 3259269 4143952 4469107 4183203 

Netherlands 3333171 3262734 3995519 4347151 4146102 

Rest of the World 50031226 47602597 54599132 56943050 56299211 

World 69661725 67148604 79166812 82978547 82141991 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Dairy: Nepal’s import and export value of dairy products is fluctuating. 

Its import and export value of dairy products is showing an increasing trend albeit some highs and lows 

(Table 4.15). It is to be noted here that there is a wide discrepancy between import value and export value 

of dairy products. The import value of dairy products is relatively higher than that of export. The import of 

dairy products took peak in the years 2017/18, while it reached at its lowest in 2013/14. Export value of 

dairy products took peak in the year 2016/17, while it reached its lowest in 2014/15 (Table 4.15). Nepal 

imports and exports highest amount of dairy products from and to India respectively (Table 4.16 and 4.17). 

The trade flow of dairy products renders Nepal as a net importer, whose majority trade is concentrated with 

India. 

 

Table 4.15: Nepal’s Trade of Dairy Products (in NPR Thousand) 

Years Export Import 

2011/12 180031 1121560 

2012/13 155301 942938 

2013/14 155771 196390 

2014/15 2092 657718 

2015/16 210059 1483526 

2016/17 296355 2441164 

2017/18 281931 2448023 

2018/19 170390 1607777 

Source: DOC 

 

Table 4.16: Export of Dairy Products from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 1221 1450 1565 1105 260 

United States of America 325 452 1029 909 123 

China 1 73 213 201 214 

Japan 17 127 236 3 6 
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Korea, Republic of 0 237 97 0 1 

Others 13 4 20 61 17 

Total 1577 2343 3160 2279 621 

Source: Trade Map 

 

Table 4.17: Import of Dairy Products to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 9385 15576 18669 13422 13818 

New Zealand 931 1485 549 738 435 

Belgium 612 7 567 1023 1 

Ukraine 12 150 1592 0 0 

France 14 21 495 514 555 

Others 1416 1753 3578 2343 1428 

Total 12370 18992 25450 18040 16237 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Dairy Products of Nepal is presented in table 4.18. 

 

Table 4.18: SWOT Analysis of Dairy Products of Nepal 

Strengths Weakness 

• Climatic Condition and Biodiversity fit 

for various type of Livestock farming 

• Abundance of Gazing Areas in Rural 

Nepal  

• Cooperative collection of milk is 

gradually being developed 

• Nepal is the country with cheese 

processing industry in highest altitude   

• Veterinary Service Needs Improvement 

• Limited capacity on proper storage and 

milk condensation so farmers have to go 

through Milk Holiday at regular interval  

• Limited Skill Manpower with 

Specialization in Diary 

• Weak disease control mechanism 

• Quality testing and control need 

improvement 

• Price of Dairy Products in Nepal is less 

competitive than India because of subsidy 

Opportunities Threats 

• High Demand of Dairy Products as 

Living Standard has improved in Nepal 

as well as South Asia and peoples are 

also getting more conscious dietary 

intake. 

• Livestock processing and dairy will 

generate employment and will also be 

source of livelihood for rural peoples 

• Possibility of forward linkages with 

various sort of industries (bakery, sweets 

and confectionary, and others)  

• Threat of getting lesser feeders as Agro 

wastes being used as feeder for livestock 

are also used as raw materials mushroom 

cultivation and paper production 

• Improper use of gazing land due to large 

scale livestock farming invite ecological 

imbalance. 
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4) Fruit54 

 

1. Global Fruit Market and Trade: Global export of fruit harbors around 103.6 billion to 124.3 billion 

USD in the years 2015 to 2018, but it reaches to 127.3 billion USD in 2019 (Figure 4.4). At the same time, 

global import harbors around 113.6 to 134.3 billion USD in the years 2015 to 2018, but it reaches to 135.8 

billion USD in 2019. Global trade flow of fruit renders the United States of America, Spain and Mexico as 

leading exporters of fruit in the global market (Table 4.19). United States of America earns highest from 

fruit export followed by Spain, Mexico, Netherlands and China respectively. Though the United States of 

America, Netherlands and China are amongst the largest producer of fruit, they are also one of the highest 

importers which indicate that they depend on other countries for fruit (Table 4.19 and 4.20). The United 

States of America remains the leading exporter and importer of fruit in the global market (Table 4.19 and 

4.20). The trade pattern of 5 leading fruit importing and exporting countries is provided in Table 4.19 and 

4.20. 

 

Source: Trade Map 

 

Table 4.19: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 14458665 14054421 14876937 14694470 15089573 

Spain 9113242 9121908 9465622 10097987 9912823 

Mexico 4651734 5540356 6577450 6567902 7487512 

Netherlands 4783127 5614886 6219655 7010148 7047145 

China 5210495 5486744 5343137 5284633 6229019 

Rest of the World 65442846 69611862 75787617 80686357 81601378 

 
54 Fruit refers to HS Code 08. 
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World 103660109 109430177 118270418 124341497 127367450 

Source: Trade Map 

 

Table 4.20: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 15427980 16716509 18097735 18911887 19547138 

Germany 10127807 10375666 11292982 11847078 11240524 

China 6009606 5857442 6376662 8680371 11662825 

Netherlands 5444561 5882505 6587983 7248271 7463830 

United Kingdom 6156978 6289869 6348533 6442519 6303785 

Rest of the World 70450025 72170325 78177512 81187935 79609593 

World 113616957 117292316 126881407 134318061 135827695 

Source: Trade Map 

 

2 Nepal’s Trade performance in Fruit: Nepal’s import and export of fruit is fluctuating. Its import value 

of fruit is showing an increasing trend, while its export value of fruit is showing a decreasing trend (Table 

4.21). It is to be noted here that the wide discrepancy between import value and export value of fruit is 

increasing. The import value of fruit took peak in the year 2013/14 and 2018/19. The import value of fruit 

reached at its lowest in 2011/12 and 2014/15. Export of fruit took peak in the year 2013/14. The export of 

fruit reached its lowest in 2018/19 (Table 4.21). Nepal imports and exports highest amount of fruit from 

and to India respectively (Table 4.22 and 4.23). The trade flow of Nepal show that trade in term of fruit is 

concentrated with India. 

 

Table 4.21: Nepal’s Trade of Fruit (in NPR Thousand) 

Years Export Import 

2011/12 447271 4014670 

2012/13 25579 6453361 

2013/14 4158872 12227837 

2014/15 9771 4140911 

2015/16 185393 10819229 

2016/17 29191 11298143 

2017/18 55408 14692111 

2018/19 8950 18106125 

Source: DOC 

 

Table 4.22: Export of Fruit from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 17152 245 160 264 34 

China 11 74 91 102 19 

United Kingdom 0 0 0 0 23 

United States of America 0 0 10 6 0 

Germany 0 6 0 0 0 

Others 1 1 3 0 1 
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Total 17164 326 264 372 76 

Source: Trade Map 

Table 4.23: Import of Fruit to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 50113 60261 60708 79264 101650 

China 12430 31348 39807 43468 43033 

Indonesia 34348 11178 11505 13627 12552 

Pakistan 1049 1336 699 1269 18126 

United States of America 1671 2896 4096 4928 5639 

Others 1417 4253 3056 5982 6659 

Total 101028 111272 119871 148538 187659 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Fruits of Nepal is presented in table 4.24. 

 

Table 4.24: SWOT Analysis of Fruits of Nepal 

Strengths Weakness 

• Climatic condition fit for seasonal as well 

as off-seasonal fruits 

• Farmers are gradually aware of domestic 

and International market due to 

promotion of agro commercialization and 

cash crop 

• Grading is gradually introduced 

• Cooperative marketing is gradually being 

developed 

• Limited proper supply of agro inputs 

• Limited skill agro labor with technical 

innovation 

• Limited irrigation and water supply  

• Bo proper storage so high seasonality in 

price 

• Need improvement in quality control 

Opportunities Threats 

• Market Opportunities due to rise in 

Living Standard of Nepal as well as 

South Asia  

• Peoples getting more conscious about 

dietary food so market potential of fruits 

• Fruit farming will generate employment 

and will also be source of livelihood for 

rural peoples 

• Possibility of forwards linkages with 

hospitality industries and processing 

industries (like Juice, jam, confectionary 

and others) 

• Shift to fruits farming might have 

adverse impact cereal production 

• Indian fruits price is far more competitive 

due to high productivity and subsidies 

• Most of the countries are brining policies 

to be self-sufficient in agro products 

• Political instability in the country is 

major threat to integrate with 

international market. 
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5) Ginger55 

 

1. Global Ginger Market and Trade: Global export of ginger harbors around 0.6 billion to 0.8 billion 

USD in the years 2015 to 2018 but it reaches to 0.9 billion USD in 2019 (Figure 4.5). At the same time, 

global import also show similar trend as it harbors around 0.7 to 0.9 billion USD in the years 2015 to 2018 

but it reaches to about 1 billion USD in 2019. Global trade flow of ginger renders China, Netherlands and 

Thailand as leading exporters of ginger in the global market, while India ranks among the top 5 exporters 

(Table 4.25). China earns highest from ginger export followed by Netherlands, Thailand and India 

respectively. Though Netherlands is amongst the largest producer of ginger, it is also one of the highest 

importers which indicate that it depends on other countries for ginger (Tables 4.25 and 4.26). The trade 

pattern of 5 leading ginger importing and exporting countries is provided in Tables 4.25 and 4.26. 

 

 
Source: Trade Map 

 

Table 4.25: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 447957 369582 428587 471104 571722 

Netherlands 67632 69025 86034 103258 106007 

Thailand 25563 27825 106056 86467 55402 

India 47911 37714 35071 31090 44555 

Peru 22504 24967 51016 41299 40669 

Rest of the World 144908 107125 120802 156335 176228 

World 756475 636238 827566 889553 994583 

Source: Trade Map 

 
55 Ginger refers to HS Codes 091010, 091011, and  091012. 
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Table 4.26: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 113112 92011 114939 125280 125728 

Japan 117743 98738 100052 100040 104586 

Netherlands 71118 57764 71694 82979 92694 

Pakistan 63899 59341 63406 82838 83598 

Germany 39847 47785 54731 61319 62266 

Rest of the World 447722 393630 442441 494259 592932 

World 853441 749269 847263 946715 1061804 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Ginger: Nepal’s import and export of ginger seems to fluctuate, while 

its export and import of ginger, on average, is showing a decreasing trend (Table 4.27). The import of ginger 

took peak in the years 2012/13 and 2015/16 but remained somewhat moderate in remaining years of 

2011/12 to 2018/19 period. The import of ginger reached at its lowest in 2014/15 in the 8 year period. 

Export of ginger took peak in the years 2012/13, 2015/16 and 2017/18. The export of ginger reached its 

lowest in 2016/17 (Table 4.27). Nepal imports highest amount of ginger from India and exports highest 

amount of ginger to India itself (Table 4.28 and 4.29). Majority of Nepal’s trade in term of ginger is 

concentrated with India. 

 

Table 4.27: Nepal’s Trade of Ginger (in NPR Thousand) 

Years Export Import 

2011/12 506000 182574 

2012/13 1318581 666120 

2013/14 441136 188862 

2014/15 238236 63833 

2015/16 642823 329824 

2016/17 159793 241750 

2017/18 771331 87105 

2018/19 512296 109414 

Source: DOC 

Table 4.28: Export of Ginger from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 4410 5144 3933 6343 4075 

Germany 0 0 0 520 91 

Bangladesh 0 0 28 61 13 

Ukraine 0 52 0 3 0 

France 0 12 8 19 0 

Others 0 1 4 43 10 

Total 4410 5209 3973 6989 4189 

Source: Trade Map 
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Table 4.29: Import of Ginger to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 1023 854 758 857 763 

China 9 2703 38 167 66 

Area Nes 0 31 0 0 0 

United Arab Emirates 0 0 0 2 0 

Bangladesh 0 0 0 0 1 

Others 0 0 0 0 0 

Total 1032 3588 796 1026 830 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Ginger of Nepal is presented in table 4.30. 

 

Table 4.30: SWOT Analysis of Ginger of Nepal 

Strengths Weakness 

• Significant source of income and 

employment for small farming families 

• Fourth largest producer of ginger in the 

world 

• Possibility of inter-cropping with other 

agriculture crops 

• Favorable geo-climatic conditions 

• Nepalese ginger regarded as high quality 

in world market 

• Inadequate quality seeds 

• High crop loss due to diseases 

• Limited storage and processing 

facilities 

• Lack of internationally accredited 

laboratories with sufficient test 

parameters 

• Limited skilled human resource 

Opportunities Threats 

• Increasing global demand 

• Potentiality of higher productivity and 

area expansion 

• Due to richness in oil and oleoresin, 

high potential for value addition 

• Rising demand in Ayurvedic medicines 

and other uses 

• Incidence and control of disease- 

pest (Rhizome rot, rhizome fly) 

• High price fluctuation 

• Cheap and quality ginger being 

produced in neighboring countries 

may result in loss of market share 
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6) Lentils56 

 

1. Global Lentils Market and Trade: Global export of lentils harbors around 1.6 billion to 2.8 billion 

USD in the years 2015 to 2018. It reaches to 1.7 billion USD in 2019 (Figure 4.6). At the same time, global 

import harbors around 3 to 1.8 billion USD in the years 2015 to 2018. It reaches to 1.8 billion USD in 2019. 

Global trade flow of lentils renders Canada, Australia and Turkey as leading exporters of lentils in the 

global market (Table 4.31). Canada earns highest from lentils export followed by Australia, Turkey, United 

States of America and United Arab Emirates respectively. Though Turkey and United Arab Emirates are 

amongst the largest producer of lentils, they are also one of the highest importers which indicate that it 

depends on other countries for lentils (Tables 4.31and 4.32). India remains the leading importer of lentils 

in the global market (Table 4.32). The trade pattern of 5 leading lentils importing and exporting countries 

is provided in Tables 4.31and 4.32. 

 

 
Source: Trade Map 

 

Table 4.31: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Canada 1955009 1605877 1137960 791368 903955 

Australia 188421 220287 526415 174484 211295 

Turkey 261449 278877 236135 194194 163262 

United States of America 183197 234883 219481 86073 126955 

United Arab Emirates 105806 104746 148372 107037 123668 

Rest of the World 126682 237875 267864 297010 248057 

World 2820564 2682545 2536227 1650166 1777192 

 
56 Lentils refers to HS Code 071340 
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Source: Trade Map 

 

Table 4.32: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

India 931466 611188 723048 92196 346343 

Turkey 237461 275019 233827 156942 135852 

Bangladesh 155919 257564 172239 158353 195718 

United Arab Emirates 188755 175534 209892 103223 114192 

Sri Lanka 147750 139310 114111 70750 69713 

Rest of the World 1313182 1373549 1614461 1260247 964408 

World 2974533 2832164 3067578 1841711 1826226 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Lentils: Nepal’s import and export of lentils is fluctuating. Its import 

of lentils is showing an increasing trend, while that of export is showing a decreasing trend, on average 

(Table 4.33). It is to be noted here that Nepal was the net exporter of lentils until 2014/15, after which it 

became net importer of lentils. The import of lentils took peak in the years 2013/14 and 2015/16. The import 

of lentils reached at its lowest in 2014/15 over the 8 year period. Export of lentils took peak in the years 

2012/13. The export of lentils reached its lowest in 2017/18 (Table 4.33). Nepal imports highest amount of 

lentils from Canada, while it exports highest amount of lentils to Bangladesh (Tables 4.34 and 4.35).  

 

Table 4.33: Nepal’s Trade of Lentils (in NPR Thousand) 

Years Export Import 

2011/12 2495695 104621 

2012/13 2711069 835449 

2013/14 1917991 1497670 

2014/15 1053656 163663 

2015/16 1290527 3995601 

2016/17 1031929 3337370 

2017/18 1015793 2104047 

2018/19 1289525 2974896 

Source: DOC 

Table 4.34: Export of Lentils from Nepal 

Countries  2015 2016 2017 2018 2019 

 Total Export in Value (USD 000) 

Bangladesh  6567 12133 8574 11070 11646 

Singapore  630 772 659 430 369 

India  1181 716 0 1 0 

Korea, Republic of  0 84 29 28 50 

Thailand  0 0 0 51 0 

Others  0 4 37 5 35 

Total  8378 13709 9299 11585 12100 

Source: Trade Map 
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Table 4.35: Import of Lentils to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

Canada 26119 17272 21898 16738 19038 

Australia 2382 423 9273 3508 1609 

India 907 2869 1843 1602 659 

United States of America 669 1168 1614 0 446 

Myanmar 733 1070 757 115 239 

Others 1939 141 1 286 878 

Total 32749 22943 35386 22249 22869 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Lentils of Nepal is presented in table 4.36. 

 

Table 4.36: SWOT Analysis of Lentils of Nepal 

Strengths Weakness 

• High quality product 

• Good reputation of Nepali lentils in the 

world market. High appreciation in South 

Asia and the Middle East compared to 

bold lentils or lentils of other colors and 

quality. 

• Use of modern technology (color sensing, 

de-stoner) 

• Long experience in exporting 

• Easy availability of raw materials–80 per 

cent of national production concentrated 

in 10 districts 

• Average yield higher than that of India 

• Can be grown profitably even by small 

farmers in residual rice fallows with the 

existing soil moisture, thus saving on 

additional fertilizer, irrigation, and tillage 

• Unavailability of expert technicians in time 

• Labor scarcity and security issues 

• Unavailability of quality inputs, specifically 

improved and suitable varieties of seeds 

• Absence of local safety measures (police 

protection and security) 

• Poor condition of roads to farming areas 

• Containers for shipment are not easily 

available and are costly 

• Lack of organized domestic markets for 

collection 

Opportunities   Threats 

• Coming up of large new markets 

• Improving packaging 

• Training of farmers in quality of product 

and crop farming 

• Possibilities to boost yield through simple 

technology 

• Huge markets in the neighboring 

Bangladesh, Pakistan, and Sri Lanka 

• Government policies such as export ban. 

• Unstable government affecting production, 

procurement, marketing, and export 

• Relatively high labor costs 

• High susceptibility to pests and diseases 

• Sharply increasing domestic prices due to 

overall food scarcity is draining exportable 

quantity 

• Growing competition from Canadian and 

Australian exports in South Asian markets 

• Increasing importance of SPS measures in 

importing markets 
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7) Medicinal and Aromatic Plants57 

 

1. Global Medicinal and Aromatic Plants Market and Trade: Global export of medicinal and aromatic 

plants harbors around 3.1 billion to 3.2 billion USD in the years 2015 to 2018. It harbors around 3.2 billion 

USD in 2019 (Figure 4.7). At the same time, global import harbors around 3 to 3.3 billion USD in the years 

2015 to 2018 but it reaches to 3.2 billion USD in 2019. Global trade flow of medicinal and aromatic plants 

renders China, India and Germany as leading exporters of medicinal and aromatic plants in the global 

market (Table 4.37). China earns highest from medicinal and aromatic plants followed by India, Germany, 

the United States of America and Canada respectively. Though China, Germany and the United States of 

America are amongst the largest producer of medicinal and aromatic plants, they are also one of the highest 

importers which indicate that it depends on other countries for medicinal and aromatic plants (Tables 4.37 

and 4.38). The United States of America remains the leading importer of medicinal and aromatic plants in 

the global market (Table 4.38). The trade pattern of 5 leading medicinal and aromatic plants importing and 

exporting countries is provided in Tables 4.37 and 4.38. 

 
Source: Trade Map 

 

 

 

Table 4.37: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 1036865 1053143 964461 822422 899041 

India 237798 259342 291761 307883 285797 

Germany 151295 151815 175135 190892 187121 

United States of America 139989 155193 171225 184103 172870 

 
57 MAP refers to HS Code 1211. 
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Canada 227114 192908 185565 131854 120713 

Rest of the World 1354388 1397182 1412839 1583138 1604526 

World 3147449 3209583 3200986 3220292 3270068 

Source: Trade Map 

Table 4.38: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 393598 413369 409819 453012 403124 

Germany 247173 263350 290126 341077 334159 

Hong Kong, China 427252 373955 307608 311652 263085 

Japan 247345 313334 272931 273463 261573 

China 139062 104741 103099 125390 149148 

Rest of the World 1624268 1637432 1756982 1874808 1887899 

World 3078698 3106181 3140565 3379402 3298988 

Source: Trade Map 

 

2. Nepal’s Trade Performance in MAPs: Nepal’s import and export of medicinal and aromatic plants is 

fluctuating. Its import of medicinal and aromatic plants is showing a trend of steady decrease, on average, 

albeit some highs and lows, while that of export is showing an increasing trend, on average (Table 4.39). It 

is to be noted here that the wide discrepancy between import value and export value of medicinal and 

aromatic plants has decreased in 2014/15. In contrast, the discrepancy starts to increase again from 2015/16 

onwards. The export value of medicinal and aromatic plants is relatively higher than that of import, while 

Nepal remains the net exporter of medicinal and aromatic plants. The import value of medicinal and 

aromatic plants took peak in the years 2013/14, while it reached at its lowest in 2014/15. Export of medicinal 

and aromatic plants took peak in the years 2012/13 and 2018/19, while it reached its lowest in 2014/15 

(Table 4.39). Nepal imports and exports highest amount of medicinal and aromatic plants from and to India 

respectively (Tables 4.40 and 4.41).  

 

Table 4.39: Nepal’s Trade of Medicinal and Aromatic Plants (in NPR Thousand) 

Years Export Import 

2011/12 671881 178876 

2012/13 1274117 516832 

2013/14 1101234 738177 

2014/15 18309 12495 

2015/16 635872 360250 

2016/17 763260 344249 

2017/18 1060775 374940 

2018/19 1439852 341990 

Source: DOC 

 

Table 4.40: Export of Medicinal and Aromatic Plants from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 3487 4014 5667 8596 5293 

Viet Nam 10 954 323 1937 2651 

China 680 161 195 1059 731 

Hong Kong, China 185 14 828 869 865 
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France 119 202 267 539 509 

Others 784 775 793 1132 1856 

Total 5265 6120 8073 14132 11905 

Source: Trade Map 

 

Table 4.41: Import of Medicinal and Aromatic Plants to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 2098 3400 3208 3023 2729 

Pakistan 129 58 78 49 1097 

China 128 128 115 38 163 

Area Nes 0 21 0 4 0 

Kazakhstan 0 0 11 0 0 

Others 1 0 2 2 2 

Total 2356 3607 3414 3116 3991 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of MAPs of Nepal is presented in table 4.42. 

 

Table 4.42: SWOT Analysis of MPAs of Nepal 

Strengths Weakness 

• Organic and unique, as most of them are 

collected from wild 

• Most of the species are endemic to the 

Himalayan region 

• There is a huge variety of MAPs found in 

Nepal 

• Source of employment and income to 

significant number of population in 

remote regions 

• Well-documented sector, with large 

number of studies done on potentials as 

well as benefits in all stages of the value 

chain 

• Incomplete legal and institutional 

frameworks to protect Nepal’s genetic 

resources 

• Lack of policy and system to implement 

Good Agriculture and Collection 

Practices (GACP) 

• Very few products currently being 

cultivated 

• Lack of storage and processing facilities 

• High dependency on exports to 

neighboring countries 

• Lack of accredited quarantine facilities at 

the customs points 

• Inadequate Pest Risk Analysis for major 

products, and insufficient fumigation 

facilities 

Opportunities Threats 

• Expanding world markets for organic 

herbs 

• High potential for expansion 

• Potentials to capture greater share of 

value in the overall global value chain 

through improved collection, storage and 

processing facilities 

• Lack of knowledge of sustainable 

• collection practices 

• Unsustainable harvesting is threatening 

the very existence of some species unique 

to Nepal 

• Weak Intellectual Property protection is 

leading to loss of rights on indigenous 

knowledge 
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8) Natural Honey58 

 

1. Global Natural Honey Market and Trade: Global export of natural honey harbors around 2.2 billion 

to 2.3 billion USD in the years 2015 to 2018 but it reaches to 1.9 billion USD in 2019 (Figure 4.8). At the 

same time, global import harbors around 2.3 to 2.2 billion USD in the years 2015 to 2018 but it reaches to 

2 billion USD in 2019. Global trade flow of natural honey renders China, New Zealand and Argentina as 

leading exporters of natural honey in the global market (Table 4.43). China earns highest from natural 

honey export followed by New Zealand, Argentina, Germany and Mexico respectively. Though Germany 

is amongst the largest producer of natural honey, it is also one of the highest importers which indicate that 

it depends on other countries for natural honey (Tables 4.43 and 4.44). The United States of America 

remains the leading importer of natural honey in the global market (Table 4.44). The trade pattern of 5 

leading coffee importing and exporting countries is provided in (Tables 4.43 and 4.44). 

 

 
Source: Trade Map 

 

Table 4.43: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 288668 276560 270705 249251 235314 

New Zealand 200043 206126 269135 245567 228775 

Argentina 163603 168868 182946 175251 146700 

Germany 132348 136828 140213 141229 133016 

Mexico 155986 93725 104717 120405 63231 

Rest of the World 1380443 1346663 1423254 1337723 1174629 

 
58 Natural Hone refers to HS Code 0409. 
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World 2321091 2228770 2390970 2269426 1981665 

Source: Trade Map  

 

Table 4.44: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 605037 422382 568734 497705 430080 

Germany 332282 279084 313984 307096 255409 

Japan 117639 158004 143003 145537 144524 

France 129046 127198 130876 129320 118391 

United Kingdom 131231 120052 130779 128606 111100 

Rest of the World 1020266 942178 1082767 1076760 986828 

World 2335501 2048898 2370143 2285024 2046332 

Source: Trade Map 

 

2. Nepal’s trade performance in Honey: Nepal’s import and export of natural honey is fluctuating, while 

its import and export of natural honey is showing an increasing trend (Table 4.45). It is to be noted here 

that there is a wide discrepancy between import value and export value of natural honey, while the import 

value of natural honey is relatively higher than its export value, with the exception of 2014/15. The import 

value of natural honey took peak in the years 2012/13, 2015/16 and 2017/18, while the import value of 

natural honey reached at its lowest in 2014/15 over the 8 year period. Export of natural honey took peak in 

the years 2016/17 and 2018/19. The export of natural honey reached its lowest in 2012/13 (Table 4.45). 

Nepal imports highest amount of natural honey from India, while it exports highest amount of natural honey 

to China (Tables 4.46 and 4.47) 

 

Table 4.45: Nepal’s Trade of Natural Honey (in NPR Thousand) 

Years Export Import 

2011/12 1898 15583 

2012/13 5 50015 

2013/14 176 37539 

2014/15 699 189 

2015/16 2309 107632 

2016/17 6731 104709 

2017/18 6140 145256 

2018/19 9525 131305 

Source: DOC 

 

Table 4.46: Export of Natural Honey from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

China 2 27 28 12 21 

India 0 3 0 81 0 

Malaysia 0 7 10 10 4 

United Arab Emirates 0 0 22 0 0 

Japan 0 0 6 0 3 
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Others 0 0 0 1 2 

Total 2 37 66 104 30 

Source: Trade Map 

 

Table 4.47: Import of Natural Honey to Nepal 

Countries  2015 2016 2017 2018 2019 

 Total Import in Value (USD 000) 

India  727 1243 815 1239 1264 

China  2 44 0 0 0 

Bulgaria  0 0 3 11 5 

Spain  0 4 0 0 0 

Others  0 0 0 0 0 

Total  729 1291 818 1250 1269 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Natural Honey of Nepal is presented in table 4.48. 

 

Table 4.48: SWOT Analysis of Natural Honey of Nepal 

Strengths Weakness 

• Abundance of natural flora and fauna 

• Availability of appropriate climatic 

conditions 

• Unique flavor due to climatic conditions 

and flora 

• Very positive socioeconomic impact, 

especially income to poor landless farmers 

• A lot of groundwork already done by 

different organizations in the past 

• Involvement of a large number of 

entrepreneurs in the processing and 

marketing of honey 

• High quality production 

• Good relation between beekeepers and 

stakeholders 

• Lack of facilities and equipment for good 

export quality honey 

• Near saturation of domestic market and 

entrepreneurs’ inability to find new markets 

other than India 

• Non-inclusion of Nepal in the list of 

countries that are authorized to export honey 

to EU 

• Absence of proper equipment and laboratory 

facilities to test for residue presence (MRLs) 

– a bottleneck for EU market and others 

• Weak road/transportation access to pasture 

areas 

• Lack of pasture management 

• Small quantities of production 

Opportunities Threats 

• Sale through tourism 

• Organic and fair trade honey 

• Relation with international buyers 

• Growing consumption 

• Growing number of commercial 

beekeepers 

• Competition from both India and China in 

major markets 

• Strikes and volatile political situation 

• Use of pesticide in bee pasture area 
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9) Mushroom59 

 

1. Global Coffee Market and Trade: Global export of mushroom harbors around 4.1 billion to 5.9 billion 

USD in the years 2015 to 2018. It reaches to 4.7 billion USD in 2019 (Figure 4.9). At the same time, global 

import harbors around 2.5 to 3.3 billion USD in the years 2015 to 2018. It harbors around 3.1 billion USD 

in 2019. Global trade flow of mushroom renders China, Poland and Netherlands as leading exporters of 

mushroom in the global market (Table 4.49). China earns highest from mushroom export followed by 

Poland, Netherlands, Canada and Ireland respectively. The United Kingdom is the leading importer of 

mushroom in term of value followed by Germany, the United States of America, Thailand and Hong Kong, 

China respectively (Table 4.50). The trade pattern of 5 leading mushroom importing and exporting 

countries is provided in Tables 4.49 and 4.50. 

 

 
Source: Trade Map 

 

Table 4.49: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 2393772 2461079 3080089 3597106 2602616 

Poland 384621 371534 401380 499558 502109 

Netherlands 280568 295028 311723 331808 295159 

Canada 148264 166905 168413 207334 245560 

Ireland 111366 101098 104346 103870 114409 

Rest of the World 841129 862927 962579 1226915 1013493 

World 4159720 4258571 5028530 5966591 4773346 

 
59 Mushroom refers to HS Code 07095100, 07095200, 07095900, 07115100, 07115900, 07123000, 07123100, 
07123200, 07123300,  and 07123900. 

0.00

1000.00

2000.00

3000.00

4000.00

5000.00

6000.00

2015 2016 2017 2018 2019

4159.72 4258.57

5028.53

5966.59

4773.35

2637.25 2513.77
2695.04

3326.78
3171.62

Figure 4.9: Global Trade of Mushroom (in USD Million)

Export Import



83 

 

Source: Trade Map 

 

Table 4.50: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United Kingdom 340126 303746 311093 325741 315880 

Germany 311807 302275 306692 300879 293887 

United States of America 224204 239839 269173 316558 344587 

Thailand 112004 118520 164130 283076 331937 

Hong Kong, China 186057 138728 139645 250816 163462 

Rest of the World 1463049 1410666 1504308 1849710 1721867 

World 2637247 2513774 2695041 3326780 3171620 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Mushroom: Nepal’s import and export value of mushroom is 

fluctuating, while its import and export value of mushroom is showing a trend of steady increase, on 

average, albeit with some highs and lows (Table 4.51). It is to be noted here that there is wide discrepancy 

between import value and export value of mushroom. From 2014/15 to 2017/18, Nepal was the net exporter 

of mushroom. The same can be said for 2011/12. However, from 2018/19 onwards it has become net 

importer of mushroom. The import value of mushroom took peak in the years 2012/13 and 2018/19, while 

it reached at its lowest in 2015/16. Export of mushroom took peak in the years 2014/15 and 2017/18, while 

it reached its lowest in 2012/13 (Table 4.51). Nepal imports highest amount of mushroom from India, while 

it exports highest amount of mushroom to France, in term of value (Tables 4.52 and 4.53).  

 

Table 4.51: Nepal’s Trade of Mushroom (in NPR Thousand) 

Years Export Import 

2011/12 20556 10285 

2012/13 11392 32778 

2013/14 23691 24328 

2014/15 43738 15888 

2015/16 18164 5177 

2016/17 17398 8525 

2017/18 35336 9407 

2018/19 21786 47027 

Source: DOC 

 

Table 4.52: Export of Mushroom from Nepal 

Countries  2015 2016 2017 2018 2019 

  

France  147 133 171 128 0 

Viet Nam  0 15 41 30 0 

China  16 5 0 5 1 

Hong Kong, China  3 3 0 0 1 

Bhutan  0 0 2 0 0 

Others  3 0 1 0 0 
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Total  169 156 215 163 2 

Source: Trade Map 

 

Table 4.53: Import of Mushroom to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 49 61 70 171 342 

Thailand 5 6 17 2 13 

China 0 0 4 16 15 

Area Nes 0 0 0 0 1 

Others 0 1 0 0 0 

Total 54 68 91 189 371 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Mushroom of Nepal is presented in table 4.54. 

 

Table 4.54: SWOT Analysis of Mushroom of Nepal 

Strength Weakness 

• Topography and Climatic Condition fit for 

cultivation of various species of Mushroom 

• Cultivation is currently skewed in the urban 

outskirt whereas large piece of barren land 

is available rural areas. 

• Though Nepal is dependent on import for 

many agro inputs needed for mushroom 

cultivation, the country is gradually 

developing many of the inputs on its own 

•  Abundant Labor Force in Rural Area 

• Country has around four decades’ 

experience to develop mushroom as 

evolving sector  

• Substantial progress  in physical 

infrastructure needed for market linkages 

• Traditional Cultivation method using 

tunnel/ shed made of bamboo and plastic 

so high seasonality in production. 

• Limited technical innovation in inputs 

including seeds, pasteurization, incubation 

and post harvesting activities 

• Less sensitive on quality control as there is 

no guideline for pest use, pasteurization 

and sanitization which can also be 

stumbling block to explore international 

market 

• Limited skill agro labors for better outputs 

• High wage rate with low productivity 

• Limited Entrepreneurial Skill in rural 

peoples  so difficult to promote cash crops 

in rural areas and integrate them with 

market through proper value chain 

• High Cost of production and less 

competitiveness in global market 

Opportunities Threats 

• Purchasing Capacity of Nepalese have 

increased so there is high possibilities of 

market expansion 

• Establish canned mushroom industries for 

large scale processing of mushroom as the 

Star hotels currently import them at huge 

quantity 

• Recent change in agro trade policy of India 

aims to expand its international market at 

massive level so high chance of large scale 

export of cash crop including mushroom to 

Nepal 

• Straw which is used as input for mushroom 

cultivation is also used as feeders for livestock 

and raw materials in paper industries and both 
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• Possibility to explore international market 

as the global demand of mushroom is 

increasing due mushrooms’ taste, nutrient 

contents and promotion as hygienic food 

• Potential to generate employment in rural 

areas to improve the livelihood and living 

standard of rural peoples 

of these sectors are emerging in Nepal so high 

possibilities of supply shortfall 

• Difficulty of integrating rural products with 

market centers 
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10) Vegetables60 

 

1. Global Vegetables Market and Trade: Global export of vegetables harbors around 66 billion to 72.7 

billion USD in the years 2015 to 2018. It harbors around 72.0 billion USD in 2019 (Figure 4.10). At the 

same time, global import harbors around 67.4 to 73.8 billion USD in the years 2015 to 2018. It harbors 

around 72 billion USD in 2019. Global trade flow of vegetable renders China, Netherlands and Spain as 

leading exporters of vegetables in the global market (Table 4.55). China earns highest from vegetables 

export followed by Netherlands, Spain, Mexico and the United States of America respectively. Though the 

United States of America is amongst the largest producer of vegetables, it is also one of the highest 

importers which indicate that it depends on other countries for vegetables (Table 4.55 and 4.56). The United 

States of America remains the leading importer of vegetables in the global market (Table 4.56). The trade 

pattern of 5 leading vegetables importing and exporting countries is provided in Tables 4.55 and 4.56. 

 

 
Source: Trade Map 

 

Table 4.55: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 9026404 10553812 11161646 10518061 10328092 

Netherlands 7005935 7143556 7446142 7843351 8128491 

Spain 6029863 6532782 6843559 7207146 7410274 

Mexico 5641817 6687307 6697858 7210441 7481215 

United States of America 4362779 4690218 4785984 4504136 4685873 

Rest of the World 34010406 34598361 35813635 34441840 34004579 

World 66077204 70206036 72748824 71724975 72038524 

 
60Vegetable refers to HS Code 07.  
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Source: Trade Map 

 

Table 4.56: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 9285296 10309868 10287827 10935876 11487649 

Germany 6154302 6499629 6944417 7229192 7160764 

United Kingdom 4277264 4182606 4165521 4356521 4320342 

France 3117498 3305577 3551200 3503267 3491555 

Canada 2918061 3053416 3169301 3135466 3366700 

Rest of the World 41669073 43470229 45764024 42668250 42185833 

World 67421494 70821325 73882290 71828572 72012843 

Source: Trade Map 

 

2. Nepal Trade Performance in Vegetable: Nepal’s import and export of vegetables is fluctuating. Its 

import of vegetable is showing an increasing trend over the years, while exports show a decreasing trend, 

on average (Table 4.57). It is to be noted here that the wide discrepancy between import value and export 

value of vegetables has increased over the years, while the discrepancy reached its widest in 2018/19. The 

import value seems to be many times higher than the export value of vegetables. The import of vegetables 

took peak in 2013/14. The import of vegetables reached at its lowest in 2014/15 over the 8 year period. 

Export of vegetables took peak in the years 2012/13 and 2015/16. The export of vegetables reached its 

lowest in 2017/18 (Table 4.57). Nepal imports highest amount of vegetables from India, while it exports 

highest amount of vegetables to Bangladesh (Tables 4.58 and 4.59).  

 

Table 4.57: Nepal’s Trade of Vegetables (in NPR Thousand) 

Years Export Import 

2011/12 2561118 5935625 

2012/13 2802669 9220380 

2013/14 2060829 12182855 

2014/15 1256370 2843573 

2015/16 1606611 17958156 

2016/17 1146761 21540588 

2017/18 1139866 23729260 

2018/19 1432535 28665129 

Source: DOC 

 

Table 4.58: Export of Vegetables from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

Bangladesh 6567 12133 8574 11070 11646 

India 3647 1668 848 1375 1038 

Singapore 635 778 664 435 371 

France 147 133 175 128 0 

Korea, Republic of 0 90 29 28 50 

Others 37 89 97 135 105 
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Total 11033 14891 10387 13171 13210 

Source: Trade Map 

 

Table 4.59: Import of Vegetables to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 82075 115380 126290 130262 134642 

Canada 35776 24258 33311 30588 58353 

Myanmar 6353 14775 23700 26366 18808 

Australia 11378 8478 27704 18166 15836 

China 5703 3421 5000 6046 11899 

Others 9464 21467 13352 21722 26768 

Total 150749 187779 229357 233150 266306 

Source: TradeMap 

 

3. SWOT Analysis: SWOT analysis of Vegetables of Nepal is presented in table 4.60. 

 

Table 4.60: SWOT Analysis of Vegetables of Nepal 

Strengths Weakness 

• Low Initial Investment 

• Commercial farming also in small land pieces 

• Climatic condition fit for seasonal as well as 

off-seasonal vegetable 

• Farmers are gradually aware of domestic and 

International market due to promotion of agro 

commercialization and cash crop 

• Grading is gradually introduced 

• Cooperative marketing is gradually being 

developed 

• Limited proper supply of agro inputs 

• Limited skill agro labor with technical 

innovation 

• Limited irrigation and water supply  

• Bo proper storage so high seasonality in 

price 

• Need improvement in quality control 

Opportunities Threats 

• Market Opportunities due to rise in Living 

Standard of Nepal as well as South Asia  

• Peoples getting more conscious about dietary 

food so market potential of vegetable 

• Vegetable farming will generate employment 

and will also be source of livelihood for rural 

peoples 

• Possibility of forward linkages with 

hospitality industries and processing 

industries  

• Shift to vegetable farming might have 

adverse impact cereal production 

• Indian vegetable price is far more 

competitive due to high productivity and 

subsidies 

• Most of the countries are brining policies 

to be self-sufficient in agro products 

• Political instability in the country is major 

threat to integrate with international 

market. 
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11) Tea61 

 

1. Global Tea Market and Trade: Global export of tea harbors around 7.2 billion to 8 billion USD in the 

years 2015 to 2018, while it reaches to 7.7 billion USD in 2019 (Figure 4.11). At the same time, global 

import also show similar trend as it harbors around 6.7 to 7.1 billion USD in the years 2015 to 2018, while 

it reaches to about 6.7 billion USD in 2019. Global trade flow of tea renders China, Kenya and Sri Lanka 

as leading exporters of tea in the global market, while India ranks among the top 5 exporters (Table 4.61). 

China earns highest from tea export followed by Kenya, Sri Lanka and India respectively. In addition, 

global trade flows of tea portray Russia Federation, Pakistan, the United States of America and the United 

Kingdom as leading importers of tea in the global market (Table 4.62). The trade pattern of 5 leading tea 

importing and exporting countries is provided in Tables 4.61 and 4.62. 

 

 
Source: Trade Map 

 

Table 4.61: Leading Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 1383062 1484898 1611224 1785365 2025787 

Kenya 1257871 1229271 1424519 1370330 1113433 

Sri Lanka 1321899 1251730 1513207 952574 869548 

India 674857 661637 768406 767710 813746 

Germany 217140 236639 250127 258314 250899 

Rest of the World 2443619 2569336 2505930 2719148 2703281 

World 7298448 7433511 8073413 7853441 7776694 

Source: Trade Map 

 
61 Tea refers to HS Code 0902. 

6000

6200

6400

6600

6800

7000

7200

7400

7600

7800

8000

8200

2015 2016 2017 2018 2019

7298.448
7433.511

8073.413

7853.441
7776.694

6777.807
6835.521

7171.986 7142.65

6753.314

Figure 4.11: Global Trade of Tea (in USD Million)

Exports Imports



90 

 

 

Table 4.62: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Russian Federation 611949 548259 524966 497016 425724 

Pakistan 458103 489960 550362 573487 496721 

United States of America 468732 483122 486565 487294 488414 

United Kingdom 400951 362871 404315 397676 356102 

United Arab Emirates 468277 483590 303861 323161 210592 

Rest of the World 4369795 4467719 4901917 4864016 4775761 

World 6777807 6835521 7171986 7142650 6753314 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Tea: Nepal’s import and export of tea seems to fluctuate. The export 

value of tea from Nepal is relatively high in comparison to its import value. The export and import value 

of tea, on average, is showing an increasing trend (Table 4.63). The import value of tea took peak in the 

years 2012/13 and 2017/18. The import of tea reached at its lowest in 2014/15 in the 8 year period. Export 

of tea took peak in the years 2012/13 and 2017/18. The export of tea reached its lowest in 2014/15 (Table 

4.63). It is also important to note that here there is a wide discrepancy between import value and export 

value of tea. Nepal imports highest amount of tea from India and exports highest amount of tea to India, at 

the same time (Tables 4.64 and 4.65). Majority of Nepal’s trade in term of tea is concentrated with India. 

 

 

Table 4.63: Nepal’s Trade of Tea (in NPR Thousand) 

Years Export Import 

2011/12 1509815 47725 

2012/13 2042957 57810 

2013/14 1834575 56295 

2014/15 1226 2225 

2015/16 2398965 67992 

2016/17 2533885 90670 

2017/18 3251686 120909 

2018/19 3203908 117731 

Source: DOC 

 

Table 4.64: Export of Tea from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 15966 23268 24404 28219 20898 

Germany 685 851 1065 988 740 

Russian Federation 79 210 882 683 753 

Czech Republic 291 620 302 321 248 

United States of America 103 165 187 232 209 

Others 840 797 753 987 778 

Total 17964 25911 27593 31430 23626 
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Source: Trade Map 

Table 4.65: Import of Tea to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 560 683 927 1079 828 

China 18 51 45 46 25 

Sri Lanka 23 41 33 30 50 

Singapore 152 0 1 0 0 

Thailand 5 5 45 19 14 

Others 18 4 14 45 22 

Total 776 784 1065 1219 939 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Tea of Nepal is presented in table 4.66. 

 

Table 4.66: SWOT Analysis of Tea of Nepal 

Strengths Weakness 

• Special and unique geography and climate 

• suitable for tea cultivation 

• Strong and functional farmer cooperatives 

• Most of large tea estates produce organic tea 

• Strong tea associations and related 

organizations with capacity to lobby and 

advocacy 

• National Tea Policy already in place 

• Supportive policy of the Government 

• No brand identity in global market 

• Ineffective marketing and publicity 

• Lack of internationally-accredited 

laboratories 

• Limited technical schools, training centres 

and R&D 

• Lack of transparent mechanism to 

determine price for green tea 

• Inconsistent quality of product to meet 

buyers’ demand 

Opportunities Threats 

• Scope of production area expansion 

• Good opportunities for employment creation 

• Increasing global demand for Nepalese tea 

• Organically certified areas are expanding 

• Attractive price for organic tea in the global 

market 

• Scope for product diversification and brand 

value in niche markets  

• Competition with major tea producers, eg. 

China, India, Bangladesh, and Sri Lanka 

• Price volatility 

• Unable to meet delivery requirements, 

including quality control such as meeting 

MRL regulations in destination markets 

• High dependency on a single market 

• Problems due to labor unions 
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12) Processed Agro and Meat Products62 

 

1. Global Processed Agro and Meat Products Market and Trade: Global export of processed agro and 

meat products harbors around 532.9 billion to 615.5 billion USD in the years 2015 to 2018. It reaches to 

609.1 billion USD in 2019 (Figure 4.12). At the same time, global import harbors around 534.2 to 618.3 

billion USD in the years 2015 to 2018. It harbors around 616.6 billion USD in 2019. Global trade flow of 

processed agro and meat products renders United States of America, Germany and Netherlands as leading 

exporters of processed agro, and meat products in the global market (Table 4.67). The United States of 

America earns highest from processed agro and meat product export followed by Germany, Netherlands, 

France and China respectively. Though the United States of America, Germany and France are amongst 

the largest producer of processed agro and meat products, they are also one of the highest importers which 

indicate that it depends on other countries for it (Table 4.67 and 4.68). The United States of America 

remains the leading importer and exporter of processed agro and meat products in the global market (Table 

2). The trade pattern of 5 leading processed agro and meat product importing and exporting countries is 

provided in tables 4.67 and 4.68. 

 

 
Source: Trade Map 

 

Table 4.67: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 45060351 43759547 43791927 46462768 44986254 

Germany 40036931 41736174 43596317 46207361 44706150 

Netherlands 34219680 35158047 36808670 39034952 38581970 

France 34008574 34158046 37228188 39376355 38262502 

China 27921857 28554043 30064624 33080404 31864766 

 
62 Processed Agro and Meat Products refer to HS Code 16, 17, 18, 19, 20, 21, 22, 23 and  24. 
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Rest of the World 351673455 358621382 387138174 411382855 410745847 

World 532920848 541987239 578627900 615544695 609147489 

Source: Trade Map 

 

Table 4.68: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 59853978 62039472 65334452 72302832 74704121 

Germany 35266175 36426926 38928179 41418443 40445886 

United Kingdom 32495895 30574627 31491093 33475827 33235680 

France 24480303 25193373 26535584 28195295 27288698 

Japan 22723945 23151202 24761737 26300295 26609161 

Rest of the World 359440540 367546325 393060850 416616023 414378752 

World 534260836 544931925 580111895 618308715 616662298 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Processed Agro and Meat Products: Nepal’s import and export of 

processed agro and meat products is fluctuating, while its import and export is showing an increasing trend, 

on average, albeit some highs and lows (Table 4.69). It is to be noted here that there is a wide discrepancy 

between import value and export value of processed agro and meat products, where its import value is 

relatively higher than its export value. Thus, Nepal is a net importer of processed agro and meat products. 

Its import value took peak in the years 2013/14 and 2017/18, while it reached at its lowest in 2014/15. 

Export value of processed agro and meat products took peak in the years 2013/14 and 2018/19, while it 

reached at its lowest in 2014/15 (Table 4.69). Nepal imports and exports highest amount of processed agro 

and meat products from and to India (Tables 4.70 and 4.72).  

 

Table 4.69: Nepal’s Trade of Processed Agro and Meat Products (in NPR Thousand) 

Years Export Import 

2011/12 5304491 18783295 

2012/13 6571262 26786037 

2013/14 7108163 28520228 

2014/15 2399507 10721261 

2015/16 6085904 37477034 

2016/17 9358128 45814297 

2017/18 9309105 57726504 

2018/19 9772360 50185921 

Source: DOC 

 

Table 4.70: Export of Processed Agro and Meat Products from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 54091 69466 75063 72562 66415 

United States of America 2881 4829 7478 9385 10916 

Malaysia 2545 2494 2122 1821 1310 

Afghanistan 9116 281 0 0 0 
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China 365 913 1645 1519 1687 

Others 3306 3534 4117 3857 5116 

Total 72304 81517 90425 89144 85444 

Source: Trade Map 

 

Table 4.71: Import of Processed Agro and Meat Products to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 197818 287233 311102 297784 282379 

Thailand 18797 20387 25002 27796 20619 

Egypt 12310 17382 25930 17287 25 

Bangladesh 8688 12682 18333 16868 7525 

United Kingdom 6647 10374 14164 16030 14932 

Others 43928 87078 82156 141630 107644 

Total 288188 435136 476687 517395 433124 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Processed Agro and Meat Products of Nepal is presented in table 

4.72. 

 

Table 4.72: SWOT Analysis of Processed Agro and Meat Products of Nepal 

Strengths Weakness 

• Biodiversity of Nepal is fit for cultivation 

of different agro product so good source 

of raw material for processing Industry  

• Hospitality industry which happens to be 

main commercial buyers processed agro 

product is prime sector of Nepal 

• Importance of processing agro products 

has been gradually realized by relevant 

stakeholders due to promotion of agro 

commercialization and cash crop 

• Favor being provided by India to Nepal 

on agro processed products with flexible 

clauses.  

• Limited initiative of technological 

transfer for agro processing  

• Limited skill agro labor with technical 

innovation 

• High Cost of Doing Business so Limited 

investor are interested on ago processing 

industries of Nepal  

• Agro production is highly fluctuating in 

Nepal so no surety of proper raw material 

supply to agro industry. 

• Not explore market beyond India so 

surety about demand of international 

market 

Opportunities Threats 

• Primary agro products are Nepal’s main 

export and processing will add value 

• Market Opportunities due to rise in 

Living Standard of Nepal as well as 

South Asia  

• Agro processing will generate 

employment and will also be source of 

livelihood for rural peoples 

• High Investment in agro processing 

without proper guideline of food security 

is problematic  

• Limited Backward Linkages if the 

processing industry just use imported 

agro raw to gain benefit of favor 

provided by India (as in Vegetable Oil 

previously and Palm Oil currently)  
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• Possibility of expanding international 

market of Nepal’s agro product after 

processing 

• Political instability in the country is a 

major obstacle to invest in agro 

processing industry. 
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13) Noodles63 

 

1. Global Noodles Market and Trade: Global export of noodles harbors around 8.7 billion to 10.1 billion 

USD in the years 2015 to 2018 but it reaches to 10.3 billion USD in 2019 (Figure 4.13). At the same time, 

global import harbors around 8.2 to 9.6 billion USD in the years 2015 to 2018 but it reaches to 9.8 billion 

USD in 2019. Global trade flow of noodles renders Italy, China and Turkey as leading exporters of noodles 

in the global market (Table 4.73). Italy earns highest from noodles export followed by China, Turkey, 

Republic of Korea and Thailand respectively. The United States of America spends the highest on import 

of noodles followed by Germany, France and the United Kingdom (Table 4.74). The trade pattern of 5 

leading noodles importing and exporting countries is provided in Table 4.73 and 4.74. 

 

 
Source: Trade Map 

 

Table 4.73: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Italy 2647961 2595779 2658897 2913072 2958156 

China 820202 835320 865647 923430 929865 

Turkey 418183 422354 490647 552416 607103 

Korea, Republic of 330735 409774 514494 556001 612139 

Thailand 395252 415683 441833 501951 547352 

Rest of the World 4099661 4032966 4433970 4665582 4687098 

World 8711994 8711876 9405488 10112452 10341713 

Source: Trade Map 

 

 
63 Noodles refer to HS Code 1902. 
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Table 4.74: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 918362 910468 919329 987807 1017132 

Germany 739722 737184 729731 828351 803427 

France 613153 613122 650215 714283 709603 

United Kingdom 588218 520429 531075 562988 658723 

Canada 420574 374438 384827 378049 420122 

Rest of the World 4920477 5142809 5973304 6163094 6289674 

World 8200506 8298450 9188481 9634572 9898681 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Noodles: Nepal’s import and export of noodles is fluctuating, while its 

import and export value of noodles is showing an increasing trend (Table 4.75). It is to be noted here that 

there is a wide discrepancy between import value and export value of noodles, where the export value of 

noodles is relatively higher than its import value. The import value of noodles took peak in the years 

2013/14 and 2018/19, while it reached at its lowest in 2014/15. Export value of noodles took peak in the 

years 2013/14, 2016/17 and 2018/19, while it reached its lowest in 2014/15 (Table 4.75). Nepal imports 

highest amount of noodles from Republic of Korea, while it exports highest amount of noodles to India 

followed by China (Tables 4.76 and 4.77). 

 

Table 4.75: Nepal’s Trade of Noodles (in NPR Thousand) 

Years Export Import 

2011/12 599625 106213 

2012/13 601452 125664 

2013/14 818377 152196 

2014/15 18549 7015 

2015/16 633495 136094 

2016/17 854817 219935 

2017/18 834192 292486 

2018/19 1159461 344811 

Source: DOC 

  

Table 4.76: Export of Noodles from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 4114 5997 5505 6114 7444 

China 167 172 526 637 1111 

Australia 211 132 449 757 884 

United States of America 503 499 656 780 735 

Malaysia 740 676 148 180 251 

Others 469 410 426 426 451 

Total 6204 7886 7710 8894 10876 

Source: TradeMap 
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Table 4.77: Import of Noodles to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

Korea, Republic of 107 300 436 948 1615 

India 374 838 942 1221 964 

Italy 167 284 287 375 365 

Turkey 284 537 366 383 302 

Indonesia 0 5 18 17 108 

Others 71 111 153 156 158 

Total 1003 2075 2202 3100 3512 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Noodles of Nepal is presented in table 4.78. 

 

Table 4.78: SWOT Analysis of Noodles of Nepal 

Strength Weakness 

• Skilled manpower 

• High investment in the latest technology 

• Large production capacity already in place 

• Well established domestic industry 

supplying raw materials and service 

• Lack of skills in penetrating new markets 

• India requires quality certification for each 

consignment and producers are not well 

prepared to meet this requirement 

• Power cuts are a problem 

• Difficulty in sourcing wheat flour, palm 

oil, and seasonings from countries other 

than India 

• Halal certification not available for 

exporting to some Muslim and Arab 

countries 

Opportunities Threats 

• A very good and expanding market in 

bordering Indian towns and world markets 

• ¬ A large and expanding domestic market 

that can work as a cushion to buffer against 

possible export setback 

• Political instability 

• Insecurity 

• Strikes and bandhas (shutdowns) 

• Very high competition in domestic market 

• Prevention of Food Adulteration (PFA) 

restrictions 

  



99 

 

14) Jute and Jute Products64 

 

1. Global Jute and Jute Products Market and Trade Global export of jute and jute products harbors 

around 0.9 billion to 1 billion USD in the years 2016 to 2018. It reaches to 0.9 billion USD in 2019 (Figure 

4.14). At the same time, global import harbors around 1 to 1.1 billion USD in the years 2016 to 2018. It 

reaches to around 1 billion USD in 2019. Global trade flow of jute and jute products renders Bangladesh, 

India and Nepal as leading exporters of jute and jute products in the global market (Table 4.79). Bangladesh 

earns highest from jute and jute products export followed by India, Nepal, United Republic of Tanzania 

and Kenya respectively. Though India is amongst the largest producer of jute and jute products, it is also 

one of the highest importers which indicate that it depends on other countries for jute and jute products 

(Tables 4.79 and 4.80). Turkey remains the leading importer of jute and jute products in the global market 

(Table 4.80). The trade pattern of 5 leading jute and jute products importing and exporting countries is 

provided in Tables 4.79 and 4.80. 

 

 
Source: Trade Map 

 

Table 4.79: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2016 2017 2018 2019 

Bangladesh 788579 853043 734484 711394 

India 121673 121548 101570 101613 

Nepal 19948 26304 25076 32574 

Tanzania, United Republic of 27669 20738 18417 2769 

Kenya 17533 11814 13832 14351 

Rest of the World 50208 54231 55137 62200 

World 1025610 1087678 948516 924901 

 
64 Jute and Jute Products refer to HS code 53031000, 53039000, 53071000, 53072000, 53101000, 53109000, 
56071000 and 63051000 
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Source: Trade Map 

 

Table 4.80: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2016 2017 2018 2019 

Turkey 187228 269871 187510 224020 

India 198987 142816 137445 182415 

China 112510 130785 127207 106773 

United States of America 52548 52982 50629 49104 

Nigeria 6769 14148 60173 92182 

Rest of the World 444271 487527 446882 374684 

World 1002313 1098129 1009846 1029178 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Jute and Jute Products: Nepal’s import and export of jute and jute 

products is fluctuating, while its import and export of jute and jute products is showing an increasing trend 

albeit some highs and lows (Table 4.81). It is to be noted here that the wide discrepancy between export 

value and import value of jute and jute products is increasing from 2015/16 onwards. At the same time, 

Nepal remains net exporter of jute and jute products. The import value of jute and jute products took peak 

in the years 2013/14, 2015/16 and 2018/19, while it reached at its lowest in 2014/15. Export of jute and jute 

products took peak in the years 2012/13, 2015/16 and 2018/19. The export of jute and jute products reached 

its lowest in 2014/15 (Table 4.81). Nepal imports and exports highest amount of jute and jute products from 

and to India respectively (Tables 4.82 and 4.83).  

 

Table 4.81: Nepal’s Trade of Jute and Jute Products (in NPR Thousand) 

Years Export Import 

2011/12 3466635 2310845 

2012/13 3758199 2070501 

2013/14 3707183 2302184 

2014/15 1469440 119931 

2015/16 3874154 2988535 

2016/17 3853059 2696670 

2017/18 5186280 2604045 

2018/19  6092976 2997906 

Source: DOC 

 

Table 4.82: Export of Jute and Jute Products from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 14552 19925 26303 25071 32565 

China 87 0 0 0 0 

United Arab Emirates 74 0 0 0 0 

France 0 23 1 0 7 

United Kingdom 5 0 0 5 0 

Others 2 0 0 0 2 
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Total 14720 19948 26304 25076 32574 

Source: Trade Map 

 

Table 4.83: Import of Jute and Jute Products to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 18019 19445 14930 17246 17935 

Bangladesh 3507 12829 7823 8518 10676 

Nicaragua 78 0 0 0 0 

China 0 8 2 0 2 

Australia 0 5 0 0 0 

Others 1 0 2 1 0 

Total 21605 32287 22757 25765 28613 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Jute and Jute Products of Nepal is presented in table 4.84. 

 

Table 4.84: SWOT analysis of Jute and Jute Products of Nepal 

Strengths Weakness 

• Climatic Condition fit for Jute 

Cultivation  

• Jute Processing is first modern industry 

of Nepal and Nepal has long history of 

jute processing  

• Importance of processing agro products 

has been gradually realized by relevant 

stakeholders due to promotion of agro 

commercialization and cash crop 

• Favor being provided by India to Nepal 

on agro processed products with flexible 

clauses.  

• Limited proper supply of agro inputs 

• Limited skill agro labor with technical 

innovation 

• Limited irrigation and water supply  

• Less Productivity in jute cultivation than 

neighboring countries  

• Less knowledge about international 

market of jute beyond India  

  

Opportunities Threats 

• High Demand of Jute in India and South 

Asian countries for packing and storing 

primary agro products   

• With the promotion of eco-friendly 

product demand of jute bags and jute 

packing material increasing as use of 

plastic items are halted in many 

countries.   

• Jute cultivation and processing will 

generate employment and will also be 

source of livelihood for poor peoples of 

Terai 

• Possibility of expanding international 

market beyond South Asia 

• Large expansion of Jute cultivation in 

India under recently brought policy 

narrative of “Self-Sustain India” will be 

great threat jute of Nepal 

• Shift to Jute production in Nepal at large 

scale will have adverse impact cereal 

production. 
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15) Fabrics, Textiles, Yarn and Rope65 

 

1. Global Fabrics, Textiles, Yarn and Rope Market and Trade: Global export of fabrics, textiles, yarn 

and rope harbors around 35 billion to 38.8 billion USD in the years 2015 to 2018, but it reaches to 39.2 

billion USD in 2019 (Figure 4.15). At the same time, global import harbors around 26.1 to 29.6 billion USD 

in the years 2015 to 2018, but it reaches to around 29.8 billion USD in 2019. Global trade flow of fabrics, 

textiles, yarn and rope renders China, India and Taipei, Chinese as leading exporters of fabrics, textiles, 

yarn and rope in the global market (Table 4.85). China earns highest from fabrics, textiles, yarn and rope 

export followed by India, Taipei, Chinese, Republic of Korea and Turkey respectively. Though China is 

amongst the largest producer of fabrics, textiles, yarn and rope, it is also one of the highest importers which 

indicate that it depends on other countries for fabrics, textiles, yarn and rope (Tables 4.85 and 4.86). 

Vietnam remains the leading importer of fabrics, textiles, yarn and rope in the global market (Table 4.86). 

The trade pattern of 5 leading fabrics, textiles, yarn and rope importing and exporting countries is provided 

in Tables 4.85 and 4.86. 

 

 
Source: Trade Map 

 

Table 4.85: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 14796638 14733220 15454890 17272982 18415915 

India 2202399 1990426 2210692 2426150 2496359 

Taipei, Chinese 1904724 1725206 1755915 1831691 1721515 

Korea, Republic of 1989744 1812444 1732920 1720374 1639056 

Turkey 1447644 1404814 1483806 1440605 1317737 

 
65Fabrics, Textiles, Yarn and Rope refer to HS Code 5509, 5407 and  6305 
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Rest of the World 13645116 13413392 13976292 14186990 13709036 

World 35986265 35079502 36614515 38878792 39299618 

Source: Trade Map 

 

Table 4.86: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Vietnam 1318036 1419776 1686738 1904168 2294565 

China 1935553 1701337 1640300 1638148 1499866 

United States of America 1727138 1537906 1580081 1704061 1664865 

Bangladesh 879509 979484 1108994 1495542 1422159 

Indonesia 850439 1002952 1018385 1095807 1086760 

Rest of the World 19807085 19550319 20589644 21823307 21877869 

World 26517760 26191774 27624142 29661033 29846084 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Fabrics, Textiles, Yarn and Rope: Nepal’s import and export of 

fabrics, textiles, yarn and rope is fluctuating, while its import and export of fabrics, textiles, yarn and rope 

is showing a trend of steady increase albeit some highs and lows (Table 4.87). It is to be noted here that 

there is a wide discrepancy between import value and export value of fabrics, textiles, yarn and rope. As a 

result, Nepal remains a net exporter of fabrics, textiles, yarn and rope. The import value of fabrics, textiles, 

yarn and rope took peak in the years 2013/14, 2015/16 and 2018/19, while it reached at its lowest in 2014/15 

with the exception of 2011/12. The export value of fabrics, textiles, yarn and rope took peak in the years 

2013/14 and 2018/19, while it reached at its lowest in 2014/15 (Table 4.87). Nepal exports highest amount 

of fabrics, textiles, yarn and rope to India, while it imports the highest amount of the same from India, at 

the same time (Tables 4.88 and 4.89).  

 

Table 4.87: Nepal’s Trade of Fabrics, Textiles, Yarn and Rope (in NPR Thousand) 

Years Export Import 

2011/12 13654076 179836 

2012/13 14181172 279465 

2013/14 15211016 451838 

2014/15 10143673 187814 

2015/16 11726035 724079 

2016/17 12870532 701284 

2017/18 14565257 918506 

2018/19 16207203 1511515 

Source: DOC 

 

Table 4.88: Export of Fabrics, Textiles, Yarn and Rope from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 98769 83568 81337 102013 108191 

Turkey 11730 26596 46647 33398 23395 

United States of America 1391 1817 1420 1200 1873 
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Germany 517 691 635 550 611 

United Kingdom 377 369 377 337 494 

Others 2378 2582 2485 3487 2458 

Total 115162 115623 132901 140985 137022 

Source: Trade Map 

 

Table 4.89: Import of Fabrics, Textiles, Yarn and Rope to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 1680 2581 3432 6525 9089 

China 3417 4298 3721 3766 5595 

Taipei, Chinese 260 229 128 109 59 

United States of America 136 0 0 37 133 

Indonesia 52 57 63 53 62 

Others 333 282 211 77 294 

Total 5878 7447 7555 10567 15232 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Fabrics, Textiles, Yarn and Rope of Nepal is presented in table 

4.90. 

 

Table 4.90: SWOT analysis of Fabrics, Textiles, Yarn and Rope of Nepal 

Strengths Weakness 

• Competitive labor available 

• Good quality equipment and machinery 

available 

• Stable market in India (except for jute 

products) 

• High quality products 

• Good relationship with importing 

countries  

• Higher costs and inefficient production 

process 

• Insufficient and irregular supply of 

electricity 

• Lengthy customs procedures 

• Insufficient domestic production of jute 

• Lack of market diversification   

Opportunities Threats 

• Growing international markets 

• New and emerging markets with low 

tariffs for Nepal 

• Growing preference for organic 

packaging (in case of jute) 

• Lack of demand for jute products in the 

Indian market due to existing regulations 

• Falling jute production in the country 
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16) Garments66 

 

1. Global Garments Market and Trade: Global export of garments harbors around 431.1 billion to 472.6 

billion USD in the years 2015 to 2018. It reaches to 470.4 billion USD in 2019 (Figure 4.16). At the same 

time, global import harbors around 383.3 to 427.7.3 billion USD in the years 2015 to 2018. It reaches to 

428.8 billion USD in 2019. Global trade flow of garments renders China, Bangladesh and Vietnam as 

leading exporters of garments in the global market (Table 4.91). China earns the highest from garments 

export followed by Bangladesh, Vietnam, Italy and Germany respectively. Though Germany is amongst 

the largest producer of garments, it is also one of the highest importers which indicate that it depends on 

other countries for garments (Tables 4.91 and 4.92). The United States of America remains the leading 

importer of garments in the global market (Table 4.92). The trade pattern of 5 leading garments importing 

and exporting countries is provided in Tables 4.91 and 4.92. 

 

 
Source: Trade Map 

 

Table 4.91: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 162348987 147793700 145563551 144973534 138238447 

Bangladesh 26532326 33026936 34928202 39246836 40948181 

Vietnam 21434183 22409970 24395880 28151660 30038021 

Italy 19400005 20032179 21401316 23434489 23771487 

Germany 16178571 16533061 20317830 23380494 23804519 

Rest of the World 190686543 191355660 201246279 213436665 213618089 

World 436580615 431151506 447853058 472623678 470418744 

 
66 Garment refers to HS Code 61 and 62. 
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Source: Trade Map 

 

Table 4.92: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 89091110 83969155 83556640 86728335 87522802 

Germany 33985480 34960873 37547317 39924682 38956426 

Japan 26839390 26299005 26374019 28489553 27965372 

United Kingdom 26530192 24516767 24235320 25007177 24906069 

France 21589087 21695953 22601540 24344100 23907342 

Rest of the World 191231461 191956067 205013758 223222283 225625841 

World 389266720 383397820 399328594 427716130 428883852 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Garments: Nepal’s import and export of garments is fluctuating, while 

its import and export of garment is showing an increasing trend albeit some highs and lows (Table 4.93). It 

is to be noted here that the wide discrepancy between import value and export value of garments has 

decreased to the extent that they are almost at a point of convergence in 2014/15. However, the discrepancy 

starts to widen again from 2015/16 onwards. As a result, Nepal is a net importer of garments. The import 

value of garments took peak in the years 2013/14 and 2018/19, while it reached at its lowest in 2014/15. 

The export value of garments took peak in the years 2013/14 and 2015/16, while it reached its lowest in 

2014/15 (Table 4.93). Nepal imports highest amount of garments from China and exports highest amount 

of garments to the United States of America (Tables 4.94 and 4.95).  

 

Table 4.93: Nepal’s Trade of Garments (in NPR Thousand) 

Years Export Import 

2011/12 5395925 7674141 

2012/13 5276103 8694833 

2013/14 7752524 10936645 

2014/15 369241 463039 

2015/16 8600180 12531839 

2016/17 7739835 13061039 

2017/18 8249946 16005776 

2018/19 8253241 31828635 

Source: DOC 

 

Table 4.94: Export of Garments from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

United States of America 15055 15968 13618 13797 13484 

United Kingdom 10197 14049 15481 15423 12035 

Germany 10124 11409 11517 12041 12773 

France 6199 6620 6314 5645 5041 

Italy 3728 5098 4542 4401 3972 

Others 20548 24587 24187 27371 24161 
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Total 65851 77731 75659 78678 71466 

Source: Trade Map 

 

Table 4.95: Import of Garments to Nepal 

Countries  2015 2016 2017 2018 2019 

 Total Import in Value (USD 000) 

China  44719 54269 59358 164808 200913 

India  42892 55743 56301 68656 76401 

Thailand  5734 4969 3453 3461 3056 

Indonesia  2198 2645 2411 2352 2089 

Bangladesh  670 856 1395 2166 2011 

Others  4610 3693 3196 3254 3261 

Total  100823 122175 126114 244697 287731 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Garments of Nepal is presented in table 4.96. 

 

Table 4.96: SWOT analysis of Garments of Nepal 

Strengths Weakness 

• Labor Resource Available at Large Scale 

• Open Space are available to establish 

large scale garment industry 

• Good Connectivity with Input Supplier 

(like raw material, machinery and others) 

 

• High Production Cost in compare to other 

South Asian competitors like Bangladesh’ 

• Limited Technology for large scale 

production 

• Limited Skill Labor so need to rely on 

Labor migrated from Other Countries 

specially India  

• Not able to establish brand image in 

international market and mots of export 

are just due to favorable clauses provided 

developed countries 

Opportunities Threats 

• Most of branded outfits are focusing on 

South Asia as production hub 

• Developed countries have provided 

flexible clause to import from LDC like 

Nepal 

• Generate employment and livelihood 

options in Urban Area 

• If the developed countries step back from 

providing favorable clauses to LDC then 

it will hamper export of Nepal as in past 

• Extreme Politicization of Labor Issues 

won’t allow Nepali labor to become 

competitive. 
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17) Carpets67 

 

1. Global Carpets Market Trend: Global export of carpets harbors around 1.7 billion to 1.3 billion USD 

in the years 2015 to 2018 but it reaches to 1 billion USD in 2019 (Figure 4.17). At the same time, global 

import also show similar trend as it harbors around 0.9 to 1 billion USD in the years 2015 to 2018 but it 

reaches to about 0.8 billion USD in 2019. Global trade flow of carpets renders India, Islamic Republic of 

Iran and Egypt as leading exporters of carpets in the global market (Table 4.97). India earns highest from 

carpet export followed by Islamic Republic of Iran, Egypt, Pakistan and China, while Nepal also ranks 

amongst the 6 leading exporters of carpets in the global market. The United States of America remains the 

leading importer of carpets followed by Germany, The United Kingdom, Japan and Canada (Table 4.98). 

The trade pattern of 6 leading carpets importing and exporting countries is provided in table 4.97 and 4.98 

respectively. 

 

 
Source: Trade Map 

 

Table 4.97: Leading 6 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

India 449165 416107 385248 314307 312834 

Iran, Islamic Republic of 290638 360073 424451 238474 81668 

Egypt 308248 290402 299615 283632 183600 

Pakistan 99942 83623 69697 66592 61950 

China 120648 79323 59461 49174 38274 

Nepal 63646 73755 67327 69356 65139 

Rest of the World 380261 276928 288777 297370 274271 

 
67Cardamom refers to HS Code 5701 
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World 1712548 1580211 1594576 1318905 1017736 

Source: Trade Map 

 

Table 4.98: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 413499 450385 387289 419803 336039 

Germany 103576 93090 84902 74200 69098 

United Kingdom 45056 43358 38705 43580 52535 

Japan 41909 33593 33132 37845 37826 

Canada 26385 27816 26550 26037 27349 

Italy 25049 25096 25129 25722 25740 

Rest of the World 345033 304454 317223 337718 286560 

World 1000507 977792 912930 964905 835147 

Source: Trade Map 

 

2. Trade Performance of Nepal in Carpets: Nepal’s import and export of carpets is fluctuating, while its 

import of carpets is showing an increasing trend albeit some highs and lows (Table 4.99). The import of 

carpets took peak in the year 2015/16 and 2018/19, while it reached at its lowest in 2014/15. The export of 

carpets took peak in the year 2013/14 and 2015/16, while it reached at its lowest in 2014/15 (Table 4.99). 

Nepal imports highest amount of carpets from United Arab Emirates, while it exports highest amount of 

carpets to the United States of America (Table 4.100 and 4.101). SWOT analysis of Carpets of Nepal is 

provided in Table 4.102. 

 

Table 4.99: Nepal’s Trade of Carpets (in NPR Thousand) 

Years Export Import 

2011/12 6050258 56944 

2012/13 5653102 41812 

2013/14 7479573 26545 

2014/15 7592 14 

2015/16 8077653 171854 

2016/17 7427570 104326 

2017/18 7143446 244426 

2018/19 7457184 291354 

Source: DOC 

 

Table 4.100: Export of Carpets from Nepal 

Countries  2015 2016 2017 2018 2019 

 Total Export in Value (USD 000) 

United States of America  30955 39871 33195 36758 34128 

Germany  10773 10609 9149 8358 7473 

United Kingdom  5800 5424 5113 5477 5733 

Italy  2182 2296 3043 3599 3243 

France  1803 1912 2038 2494 2708 

Others  12133 13643 14789 12670 11854 

Total  63646 73755 67327 69356 65139 



110 

 

Source: Trade Map 

 

Table 4.101: Import of Carpets to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

United Arab Emirates 115 103 511 1219 732 

Turkey 0 0 241 602 395 

Belgium 0 0 250 314 232 

Egypt 0 0 127 292 255 

Jordan 0 0 171 319 147 

Others 60 160 287 170 300 

Total 175 263 1587 2916 2061 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Carpets of Nepal in presented in table 4.102. 

 

Table 4.102: SWOT Analysis of Carpets of Nepal 

Strengths Weaknesses 

• Strong socio-economic impact  

• Strong brand image in international 

market  

• The quality of Nepalese carpet is 

considered to be higher than that of its 

competitors (carpets of 150 knots are 

rarely produced elsewhere)  

• Nepalese designs are appreciated 

worldwide  

• Availability of carpet design software in 

the country  

• Customized production and no restriction 

on minimum order quantity (MOQ) as in 

machine-made carpets 

• Cost of Nepalese carpets is relatively 

high than its competitors  

• Lack of quality testing and certification 

mechanisms  

• Long lead time compared to competitors  

• Low labour productivity  

• Insufficient market diversification  

• Price fluctuation of imported inputs 

Opportunities Threats 

• Emerging markets in the Middle East and 

Asia  

• Establishment of a collective trademark 

can ensure protection against misuse of 

Nepalese brand name  

• Significant room for improvement in 

productivity of workers  

• Items like Allo (Girardina diversifolia) 

and hemp are unique to Nepal; so, 

carpets made of them have niche market 

opportunity  

• Preferential market access as an LDC 

• Declining global demand in existing 

markets of Nepalese carpets owing to 

slowdown in world economy  

• Emergence of cheaper alternatives  

• Misuse of Nepalese brand name by 

manufacturers in other countries  

• Labour shortages owing to out-migration 
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18) Pashmina68 

 

1. Global Pashmina Market Trend: Global export of pashmina harbors around 4.3 billion to 4.9 billion 

USD in the years 2015 to 2018 but it reaches to 4.2 billion USD in 2019 (Figure 4.18). At the same time, 

global import also show similar trend as it harbors around 3.5 to 3.7 billion USD in the years 2015 to 2018. 

It reaches to about 3.5 billion USD in 2019. Global trade flow of pashmina renders China, India and Italy 

as leading exporters of pashmina in the global market (Table 4.103). China earns highest from pashmina 

export followed by India, Italy, France and Germany. Though France and Germany are amongst the largest 

producer of pashmina, they are also one of the highest importers which indicate that it depends on other 

countries for pashmina (Table 4.103 and 4.104). The United States of America remains the leading importer 

of pashmina in the global market (Table 4.104). The trade pattern of 5 leading pashmina importing and 

exporting countries is provided in table 4.103 and 4.104 respectively. 

 

 
Source: Trade Map 

 

Table 4.103: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 2083802 1923345 1773353 1666369 1580698 

India 820073 739320 607061 471631 461539 

Italy 538292 543350 525449 615297 665538 

France 375876 384079 434112 531164 528534 

Germany 150913 145212 142368 135514 118297 

Rest of the World 949235 984040 955700 927777 856118 

World 4918191 4719346 4438043 4347752 4210724 

 
18 Pashmina refers to HS Code 6214 
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Source: Trade Map 

 

Table 4.104: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 575197 490883 429560 421983 422256 

France 320168 368882 386865 418479 381692 

Germany 341706 323960 291494 263783 234259 

Japan 279436 254368 266944 295737 260292 

United Kingdom 238760 209759 195306 200293 182023 

Rest of the World 2020032 1948543 1957134 2151051 2042979 

World 3775299 3596395 3527303 3751326 3523501 

Source: Trade Map 

 

2. Trade Performance of Nepal in Pashmina: Nepal’s import and export of pashmina is fluctuating, while 

its import and export value of pashmina is showing an increasing trend albeit some highs and lows (Table 

4.105). It is to be noted here that there is wide discrepancy between import value and export value of 

pashmina, where the export value of pashmina is much higher than that of import. As a result, Nepal is a 

net exporter of pashmina. The import value of pashmina took peak in the years 2013/14, 2015/16 and 

2018/19, while it reached at its lowest in 2014/15. The export value of pashmina took peak in the year 

2013/14 and 2015/16, while it reached at its lowest in 2014/15 (Table 4.105). Nepal imports highest amount 

of pashmina from China, while it exports highest amount of the same to Germany (Table 4.106 and 4.107). 

SWOT analysis of pashmina of Nepal is provided in Table 4.108. 

 

Table 4.105: Nepal’s Trade of Pashmina (in NPR Thousand) 

Years Export Import 

2011/12 1421626 173791 

2012/13 1597153 195908 

2013/14 2236232 275460 

2014/15 27874 12727 

2015/16 2812387 310472 

2016/17 2536842 270474 

2017/18 2485156 367615 

2018/19 2514200 690428 

Source: DOC 

 

Table 4.106: Export of Pashmina from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

Germany 5474 5973 5665 4970 6535 

United States of America 3188 4104 3115 2751 3011 

United Kingdom 2305 3115 2199 2622 2428 

France 2759 2803 2610 2141 2221 

Italy 1212 1936 1602 1313 993 

Others 6178 7739 8081 9410 7862 
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Total 21116 25670 23272 23207 23050 

Source: Trade Map 

 

Table 4.107: Import of Pashmina to Nepal 

Countries  2015 2016 2017 2018 2019 

 Total Import in Value (USD 000) 

China  765 1374 1192 3426 3865 

India  1282 1350 1217 1776 2274 

Korea, Republic of  103 68 29 52 96 

Thailand  20 9 19 73 37 

Area Nes  0 12 1 25 16 

Others  12 28 20 40 37 

Total  2182 2841 2478 5392 6325 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Pashmina of Nepal in presented in table 4.108. 

 

Table 4.108: SWOT Analysis of Pashmina of Nepal 

Strengths Weaknesses 

• Successful introduction of the “Chyangra 

Pashmina” mark for branding by 

Nepalese producers 

• Traditional manufacturing methods, 

quality and designs are unique selling 

points for Nepalese products in niche 

market 

• High employment opportunities  

• Ability to handle small high value orders  

• Low labour cost  

• Excellent long-term relationships with 

buyers 

• Lack of modern yarn dyeing plants and 

facilities hampering product 

diversification 

• Difficulties to adapt to changing market 

demand due to use of traditional 

technology  

• Import of wool at higher price due to 

lack of yarn processing plants in wool-

producing regions  

• Lack of silk production in Nepal 

necessitates import of silk at higher 

prices from India  

• Weak networking in international 

market, thereby limiting ability to 

explore new markets or further penetrate 

existing ones 

Opportunities Threats 

• Significant spare capacity to increase 

production and export to new regions  

• Potentials to expand in existing and new 

markets  

• Potential to increase goat farming and 

invest in domestic yarn producing to 

increase import substitution in wool  

• Demand for diversified Pashmina 

products are (beyond shawls and stoles) 

increasing 

• Price competition with China and India  

• Shortage of skilled labour due to very 

large outmigration  

• Counterfeit products harming image 
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19) Leather and Leather Products69 

 

1. Global Leather and Leather Products Market Trend: Global export of leather and leather products 

harbors around 36.1 billion to 46.2 billion USD in the years 2015 to 2018. It reaches to 46.1 billion USD 

in 2019 (Figure 4.19). At the same time, global imports also show similar trend as it harbors around 36.2 

to 48.8 billion USD in the years 2015 to 2018 but it reaches to about 49.1 billion USD in 2019. Global trade 

flow of leather and leather products renders China, Vietnam and Belgium as leading exporters of leather 

and leather products in the global market (Table 4.109). China earns highest from leather and leather 

products export followed by Vietnam, Belgium, Germany and Italy. Though Germany, China and Italy are 

amongst the largest producer of leather and leather products, they are also one of the highest importers 

which indicate that they depend on other countries for leather and leather products (Table 4.109 and 4.110). 

The United States of America remains the leading importer of leather and leather products in the global 

market (Table 4.110). The trade pattern of 5 leading leather and leather products importing and exporting 

countries is provided in table 4.109 and 4.110 respectively. 

 

 
Source: Trade Map 

 

Table 4.109: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 12976344 12581401 13557001 13859130 13476336 

Viet Nam 4962204 6211398 7614424 8298308 9272393 

Belgium 2249650 2950075 3409038 3699919 3346088 

Germany 1238092 1549534 2251354 2676157 2805508 

Italy 1301148 1419380 1747877 2127099 2282068 

Rest of the World 13387454 13446445 14676095 15582826 14972039 

 
19 Leather and leather products refers to HS Code 4104, 4106, 6404 
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World 36114892 38158233 43255789 46243439 46154432 

Source: Trade Map 

 

Table 4.110: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 6808248 7493764 8626259 9167984 9338069 

Germany 2438849 2826597 3338761 3865981 3955964 

China 2474895 2507529 2910796 3109653 3160270 

Italy 2557298 2511432 2791747 2953165 2392164 

France 1744715 1957153 2267398 2577767 2556988 

Rest of the World 20245350 21970386 24994641 27172991 27794806 

World 36269355 39266861 44929602 48847541 49198261 

Source: Trade Map 

 

2. Trade Performance of Nepal in Leather and Leather Products: Nepal’s import and export of leather 

and leather products is fluctuating. In addition, its import value is showing an increasing trend, while that 

of export is showing a decreasing trend (Table 4.111). It is to be noted here that there is a wide discrepancy 

between import value and export value of leather and leather products, where its export value is much 

higher than that of import. As a result, Nepal is a net exporter of leather and leather products. However, the 

discrepancy between the two values is narrowing down over the years, from 2015/16 onwards, and is almost 

at a point of convergence by 2018/19. The discrepancy between the import and export value was at its 

highest in 2014/15. The import value of leather and leather products took peak in the year 2014/15, while 

it reached at its lowest in 2018/19. The export value of leather and leather products took peak in the year 

2018/19, while it reached at its lowest in 2014/15 (Table 4.111). Nepal imports highest amount of leather 

and leather products from India, while it exports highest amount of the same to India itself (Table 4.112 

and 4.113). SWOT analysis of leather and leather products of Nepal is provided in Table 4.114. 

 

Table 4.111: Nepal’s Trade of Leather and Leather Products (in NPR Thousand) 

Years Export Import 

2011/12 2312329 315208 

2012/13 2866290 430698 

2013/14 3296059 505645 

2014/15 4877540 18067 

2015/16 2291101 716486 

2016/17 1984631 923533 

2017/18 2069740 902332 

2018/19 1399894 1206066 

Source: DOC 

 

Table 4.112: Export of Leather and Leather Products from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 18765 17622 13370 12253 8178 

Italy 2161 2490 3257 2158 1081 

China 2505 1611 1180 768 601 
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Turkey 106 260 497 98 22 

Russian Federation 0 0 98 403 360 

Others 2521 1134 344 502 311 

Total 26058 23117 18746 16182 10553 

Source: Trade Map 

 

Table 4.113: Import of Leather and Leather Products to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 3255 5417 4582 4593 3195 

China 1792 2138 2622 4475 3873 

Viet Nam 125 314 540 593 935 

Thailand 421 311 201 227 121 

Indonesia 102 244 216 333 325 

Others 492 161 90 118 268 

Total 6187 8585 8251 10339 8717 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Leather and Leather Products of Nepal in presented in table 4.114. 

 

Table 4.114: SWOT Analysis of Leather and Leather Products of Nepal 

Strengths Weaknesses 

• Well accepted in the world due to unique 

grain, fibre structure and texture of 

buffalo hides and goat skins  

• Expansion of the meat and dairy sector is 

a Government priority  

• Some tanneries capable of producing 

high exportable quality leather  

• Growing domestic market for footwear 

and leather articles 

• Weak management of raw material 

collection  

• Difficulty in maintaining quality of 

output hides and skins due to poor 

practices in animal grazing and 

slaughtering  

• Poor supply chain  

• Trend of consuming meat with skin 

hindering the supply of raw material  

• Poor technical know-how to produce 

quality finished leather  

• Weak institutional capacity for 

technology innovation, human resources 

development and R&D  

• Customs duty on the import of raw hides 

and skins for processing in Nepal 

Opportunities Threats 

• Value addition potential for growth and 

diversification  

• Opportunities for large employment 

generation  

• Competition from other countries with 

higher quality products  

• Lack of a strategy to mitigate 

environmental impact 
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• Potential to grow as capacity utilization 

of leather tanning industries  

• High demand for wet blue leather in 

international market due to export ban by 

neighbouring countries  

• Growing demand in the international 

market  

• Good use of byproducts of growing meat 

industry 
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20) Flowers70 

 

1. Global Flowers Market Trend: Global export of flowers harbors around 8.2 billion to 9 billion USD 

in the years 2015 to 2018 but it reaches to 9.3 billion USD in 2019 (Figure 4.20). At the same time, global 

import harbors around 7.8 to 9 billion USD in the years 2015 to 2018. It decreases to about 8.8 billion USD 

in 2019. Global trade flow of flowers renders Netherlands, Colombia and Ecuador as leading exporters of 

flowers in the global market (Table 4.115). Netherlands earns highest from flowers export followed by 

Colombia, Ecuador, Kenya and Ethiopia. Though Netherlands is amongst the largest producer of flowers, 

it is also one of the highest importers which indicate that it depends on other countries for flowers (Table 

4.115 and 4.116). The United States of America remains the leading importer of flowers in the global 

market (Table 4.116). The trade pattern of 5 leading flowers importing and exporting countries is provided 

in table 4.115 and 4.116 respectively. 

 

 
Source: Trade Map 

 

Table 4.115: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Netherlands 3916309 4104421 4167584 4413445 4433147 

Colombia 1295516 1312321 1399696 1458207 1474968 

Ecuador 821310 803744 882498 852756 880782 

Kenya 480131 510004 541299 575123 584450 

Ethiopia 194738 190976 196620 5886 239116 

Rest of the World 1493820 1542125 1582894 1769341 1736923 

World 8201824 8463591 8770591 9074758 9349386 

 
18 Flowers refers to HS Code 06023000, 06024000, 0603 
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Source: Trade Map 

 

Table 4.116: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 1273870 1408100 1471930 1547148 1622309 

Germany 1190917 1225559 1235540 1320603 1225296 

Netherlands 985134 1011500 969899 1003475 1003998 

United Kingdom 1029846 1024394 973597 1040748 857433 

France 395037 410470 410451 428104 402507 

Rest of the World 3001386 3018513 3272042 3743928 3767927 

World 7876190 8098536 8333459 9084006 8879470 

Source: Trade Map 

 

2. Trade Performance of Nepal in Flowers: Nepal’s import and export of flowers is fluctuating, while its 

import value and export value is showing an increasing trend albeit some highs and lows (Table 4.117). It 

is to be noted here that there is a wide discrepancy between import value and export value of flowers, where 

its import value is much higher than that of export. As a result, Nepal is a net importer of flowers. Moreover, 

the discrepancy between the two values is increasing over the years. It has reached at its highest in 2018/19. 

The import value of flowers took peak in the year 2018/19, while it reached at its lowest in 2011/12. The 

export value of flowers took peak in the year 2018/19, while it reached at its lowest in 2012/13 (Table 

4.117). Nepal imports highest amount of flowers from India, while it exports highest amount of the same 

to the United Kingdom (Table 4.118 and 4.119). SWOT analysis of flowers of Nepal is provided in Table 

4.120. 

 

Table 4.117: Nepal’s Trade of Leather Flowers (in NPR Thousand) 

Years Export Import 

2011/12 125 133 

2012/13 105 5639 

2013/14 277 4723 

2014/15 344 6628 

2015/16 309 14361 

2016/17 324 15209 

2017/18 1567 32911 

2018/19 1673 77162 

Source: DOC 

 

Table 4.118: Export of Flowers from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

United Kingdom 1 1 3 5 7 

China 0 0 1 3 8 

Japan 0 0 0 5 2 

Australia 2 0 1 0 3 

United States of America 0 0 0 2 1 
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Others 0 1 2 2 3 

Total 3 2 7 17 24 

Source: Trade Map 

 

Table 4.119: Import of Flowers to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 61 184 147 490 813 

Thailand 3 5 15 18 22 

Netherlands 0 0 0 0 24 

China 0 0 2 1 3 

Kenya 0 0 0 0 2 

Others 0 0 0 2 2 

Total 64 189 164 511 866 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Flowers of Nepal in presented in table 4.120. 

 

Table 4.120: SWOT Analysis of Flowers of Nepal 

Strengths Weakness 

• Biodiversity of Nepal fit for cultivation of 

different type flowers 

• Low Initial Investment 

• Commercial farming also in small land 

pieces 

• Flower remain important part of Nepali 

society and culture 

 

• Limited proper supply of agro inputs 

• Limited skill agro labor with technical 

innovation 

• Limited irrigation and water supply 

• Limited post harvesting like storage and 

preservation 

• New field of innovation for Nepal so will 

take time to explore/ enter international 

market and  

Opportunities Threats 

• Market is emerging as flower is started to 

use in different occasions 

• Generate employment and livelihood 

options 

• Rising Global Interest of developing 

geographically diverse country like Nepal 

as hub of floriculture.   

• High possibility on adverse effect on 

major cereal crops 

• No Regulatory Mechanism in Nepal so 

difficult to gain market confidence in 

international arena 
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21) Handmade Paper and Paper Products21 

 

1. Global Handmade Paper and Paper Products Market Trend: Global export of handmade paper and 

paper products harbors around 153.8 billion to 177 billion USD in the years 2015 to 2018. It reaches to 

169.9 billion USD in 2019 (Figure 4.21). At the same time, global imports also show similar trend as it 

harbors around 155.8 to 179.3 billion USD in the years 2015 to 2018. It reaches to about 170 billion USD 

in 2019. Global trade flow of handmade paper and paper products renders Germany, China and the United 

States of America as leading exporters of handmade paper and paper products in the global market (Table 

4.121). Germany earns the highest from handmade paper and paper products export followed by China, 

United States of America, Sweden and Finland. Though Germany and the United States of America are 

amongst the largest producer of handmade paper and paper products, they are also one of the highest 

importers which indicate that they depend on other countries for handmade paper and paper products (Table 

4.121 and 4.122). The United States of America remains the leading importer of handmade paper and paper 

products in the global market (Table 4.122). The trade pattern of 5 leading handmade paper and paper 

products importing and exporting countries is provided in table 4.121 and 4.122 respectively. 

 

 
Source: Trade Map 

 

Table 4.121: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Germany 19011056 19141635 20089085 22176364 20621979 

China 18849402 18172106 18417668 19460628 22008828 

United States of America 15696701 14864640 15766204 16393727 15066619 

Sweden 8411152 8250996 8584609 8955917 8583634 

Finland 8061651 7760018 8030124 9009631 8193704 

Rest of the World 86495346 85613471 90835240 101076641 95505869 

World 156525308 153802866 161722930 177072908 169980633 

Source: Trade Map 

 
21 Handmade paper and paper products refers to HS Code 48 
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Table 4.122: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 16683938 16236525 16370537 18092217 17332676 

Germany 13340242 13366372 13862397 15044754 13803685 

France 7811199 7833978 8150966 8781257 8527818 

United Kingdom 8212681 7375625 7219579 7970815 7500041 

Mexico 5508384 5247252 5570410 5981733 5898280 

Rest of the World 106310755 105805479 113159003 123474944 117002870 

World 157867199 155865231 164332892 179345720 170065370 

Source: Trade Map 

 

2. Trade Performance of Nepal in Handmade Paper and Paper Products: Nepal’s import and export 

of handmade paper and paper products is fluctuating, while its import and export value is showing an 

increasing trend albeit some highs and lows (Table 4.123). It is to be noted here that there is a wide 

discrepancy between import value and export value of handmade paper and paper products, where its import 

value is much higher than that of export. As a result, Nepal is a net importer of handmade paper and paper 

products. Moreover, the discrepancy between the two values is increasing more over the years, with the 

exception of 2014/15. The discrepancy between the import and export value is at its highest in 2018/19, 

while it reached at its lowest in 2014/15. The import value of handmade paper and paper products took 

peak in the year 2018/19, while it reached at its lowest in 2014/15. The export value of handmade paper 

and paper products took peak in the year 2016/17, while it reached at its lowest in 2014/15 (Table 4.123). 

Nepal imports highest amount of handmade paper and paper products from India, while it exports highest 

amount of the same to the United States of America (Table 4.124 and 4.125). SWOT analysis of handmade 

paper and paper products of Nepal is provided in Table 4.126. 

 

Table 4.123: Nepal’s Trade of Handmade Paper and Paper Products (in NPR Thousand) 

Years Export Import 

2011/12 515589 7382578 

2012/13 531711 7959629 

2013/14 647561 9149880 

2014/15 42694 1877138 

2015/16 651287 10954397 

2016/17 668153 12078819 

2017/18 577806 13247244 

2018/19 533978 14175659 

Source: DOC 

 

Table 4.124: Export of Handmade Paper and Paper Products from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

United States of America 1841 2691 1962 1858 2006 

United Kingdom 754 1304 1085 1118 531 

Germany 364 590 675 554 546 

France 435 525 462 430 159 

Japan 218 179 133 152 179 

Others 806 1180 1256 1194 898 

Total 4418 6469 5573 5306 4319 
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Source: Trade Map 

 

Table 4.125: Import of Handmade Paper and Paper to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 55797 89756 84112 87240 90028 

China 7252 9222 10580 10963 14370 

Korea, Republic of 7596 8937 10340 11268 7355 

Indonesia 7782 7195 9101 6010 10208 

Thailand 1416 2297 3510 2638 2818 

Others 2242 3278 4515 4719 6858 

Total 82085 120685 122158 122838 131637 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Handmade Paper and Paper of Nepal in presented in table 4.126. 

 

Table 4.126: SWOT Analysis of Handmade Paper and Paper Products of Nepal 

Strengths Weaknesses 

• Lokta and Argheli are strong and unique 

raw materials  

• Nepali Lokta paper is particularly strong 

due to its harvesting in high altitude  

• Unique indigenous paper production 

technology is an important selling point  

• Value added through unique artworks  

• Strong and efficient cluster of artists and 

entrepreneurs 

• Limited ability to meet large orders  

• Weak design and product development 

capacity to meet demand of new markets  

• Lack of training in design and product 

development  

• Lack of proper marketing and promotion 

efforts, market information, and market 

contacts  

• Lack of management skills in cottage 

industries 

Opportunities Threats 

• High domestic market prospects for 

Lokta paper  

• Foreign market prospects for value added 

paper products 

• Price competition with similar products 

from China PRC, India, and Thailand  

• Product designs not well protected from 

imitation by domestic and foreign 

producers  

• Domestic threats stronger than 

international threats, in particular in 

terms of labour issues and strikes 
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22) Wool and Woolen Products22 

 

1. Global Wool and Woolen Products Market Trend: Global export of wool and woolen products 

harbors around 7.1 billion to 7.7 billion USD in the years 2015 to 2018. It reaches to 7.6 billion USD in 

2019 (Figure 4.22). At the same time, global imports also show similar trend as it harbors around 6.4 to 7.3 

billion USD in the years 2015 to 2018. It reaches to about 7.2 billion USD in 2019. Global trade flow of 

wool and woolen products renders China, Italy and Hong Kong, China as leading exporters of wool and 

woolen products in the global market (Table 4.127). China earns highest from wool and woolen products 

export followed by Italy, Hong Kong, China, Germany and France. Though Hong Kong, Germany and 

France are amongst the largest producer of wool and woolen products, they are also one of the highest 

importers which indicate that they depend on other countries for wool and woolen products (Table 4.127 

and 4.128). The United States of America remains the leading importer of wool and woolen products in the 

global market (Table 4.128). The trade pattern of 5 leading wool and woolen products importing and 

exporting countries is provided in table 4.127 and 4.128 respectively. 

 

 
Source: Trade Map 

 

Table 4.127: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 3070682 2887360 2648381 2615123 2546323 

Italy 979102 1008966 1051893 1217405 1265254 

Hong Kong, China 1101958 908467 870470 872126 762343 

Germany 286674 292615 318449 328508 307573 

France 237502 250526 294988 360610 388371 

Rest of the World 1752679 1778154 1951277 2324965 2362078 

World 7428597 7126088 7135458 7718737 7631942 

Source: Trade Map 

 

 
22  Wool and woolen products refers to HS Code 611011, 611012, 611710 
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Table 4.128: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 1106634 974912 883136 941784 987391 

Japan 693580 607927 610687 684470 622188 

Germany 630054 623580 653647 663767 616952 

Hong Kong, China 709571 601502 585095 637397 534884 

France 498300 510141 553025 632960 648084 

Rest of the World 3131774 3145458 3279806 3761889 3812546 

World 6769913 6463520 6565396 7322267 7222045 

Source: Trade Map 

 

2. Trade Performance of Nepal in Wool and Woolen Products: Nepal’s import and export of wool and 

woolen products is fluctuating, while its import value and export value is showing an increasing trend albeit 

some highs and lows (Table 4.129). It is to be noted here that there is a wide discrepancy between import 

value and export value of wool and woolen products, where its export value is much higher than that of 

import. As a result, Nepal is a net exporter of wool and woolen products, while the discrepancy between 

the two values is increasing more over the years, with the exception of 2014/15. The discrepancy between 

the import and export value is at its highest in 2018/19. The import value of wool and woolen products took 

peak in the years 2013/14, 2015/16 and 2018/19, while it reached at its lowest in 2014/15. The export value 

of wool and woolen products took peak in the years 2011/12, 2013/14 and 2018/19, while it reached at its 

lowest in 2014/15 (Table 4.129). Nepal imports highest amount of wool and woolen products from India, 

while it exports highest amount of the same to the United Kingdom (Table 4.130 and 4.131). SWOT 

analysis of wool and woolen products of Nepal is provided in Table 4.132. 

 

Table 4.129: Nepal’s Trade of Wool and Woolen Products (in NPR Thousand) 

Years Export Import 

2011/12 431864 69065 

2012/13 401678 70797 

2013/14 468432 110943 

2014/15 16305 26 

2015/16 668137 103005 

2016/17 692061 92414 

2017/18 1004712 96194 

2018/19 1448171 185710 

Source: DOC 

 

Table 4.130: Export of Wool and Woolen Products from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

United Kingdom 815 1444 2155 3279 2857 

Germany 645 954 934 2309 1902 

Italy 1045 1069 1169 1429 1680 

United States of America 250 795 986 1214 2496 

France 301 477 658 1247 1278 

Others 1693 1974 2257 3200 3690 
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Total 4749 6713 8159 12678 13903 

Source: Trade Map 

 

Table 4.131: Import of Wool and Woolen Products to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 578 932 704 788 697 

China 301 157 117 698 842 

Area Nes 0 1 0 10 28 

Spain 0 1 36 0 0 

Bangladesh 7 0 4 7 0 

Others 7 25 10 26 23 

Total 893 1116 871 1529 1590 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Wool and Woolen Products of Nepal in presented in table 4.132. 

 

Table 4.132: SWOT Analysis of Woolen Products of Nepal 

Strengths Weaknesses 

• Good infrastructure and sufficient 

investment  

• Qualified designers and quality products  

• Timely delivery  

• Well-established relationships with 

buyers  

• Good prospects in world market, 

particularly in the USA 

• Lack of information on modern 

technology  

• Seasonal business  

• High dependence on wool importers on 

quality and grade assurance  

• Weak knowledge of marketing 

techniques, weak business networking, 

and lack of information on modern 

technology  

• High transportation costs  

• No improved breed sheep farming 

initiative 

Opportunities Threats 

• Prospective new buyers identified in the 

USA and the Netherlands  

• Additional opportunities in Japan  

• Different types of products, such as 

blankets and pullovers, in high demand in 

different markets  

• Promising market for natural fibre 

products 

• Continuously changing fashion products 

requiring continuous investment in 

product development and design  

• Competition from Ecuador, Colombia, 

and Peru in the US market  

• Increasing competition from China PRC  

• Lack of protection of designs 
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23) Precious and Semi-precious Stones 

 

1. Global Precious and Semi-precious Stones Market and Trade: Global export of precious and semi-

precious stones harbors around 143.9 billion to 149.8 billion USD in the years 2015 to 2018, but it reaches 

to 128.3 billion USD in 2019 (Figure 1). At the same time, global import harbors around 136.3 to 148 

billion USD in the years 2015 to 2018 but it reaches to around 123 billion USD in 2019. Global trade flow 

of precious and semi-precious stones renders India, United States of America and Hong Kong, China as 

leading exporters of precious and semi-precious stones in the global market (Table 4.133). India earns 

highest from precious and semi-precious stones export followed by United States of America, Hong Kong, 

China, Israel and Belgium respectively. Though India, United States of America, Hong Kong, China and 

Belgium are amongst the largest producer of precious and semi-precious stones, they are also one of the 

highest importers which indicate that it depends on other countries for precious and semi-precious stones 

(Table 4.133 and 4.134). The United States of America remains the leading importer of precious and semi-

precious stones in the global market (Table 4.134). The trade pattern of 5 leading precious and semi-

precious stones importing and exporting countries is provided in Table 4.133 and 4.134. 

 

 
Source: Trade Map 

 

Table 4.133: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

India 22405465 24586231 25373318 26400648 22758601 

United States of America 20879741 21590542 21541219 22888269 20541251 

Hong Kong, China 18847395 20610547 23315662 19077335 16747805 

Israel 17762043 15828092 14799998 14462610 11314481 

Belgium 15539384 16003948 15307896 15059140 11654542 

Rest of the World 48522994 49106475 49514589 51901476 45360769 

World 143957022 147725835 149852682 149789478 128377449 

Source: Trade Map 
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Table 4.134: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

United States of America 26625057 27332764 26333952 27707018 23202867 

India 19367583 22739297 32673158 28325983 23829634 

Hong Kong, China 21849534 22185635 24227611 23217513 19852802 

Belgium 15661095 15524797 13763642 13924288 10489408 

United Arab Emirates 11788351 12920094 14880494 12365439 11349220 

Rest of the World 41073445 38721905 36165835 39262893 34276782 

World 136365065 139424492 148044692 144803134 123000713 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Precious and Semi-Precious Stones: Nepal’s import and export of 

precious and semi-precious stone is fluctuating, while its import and export of precious and semi-precious 

stone is showing a trend of steady increase, on average, albeit some highs and lows (Table 4.135). It is to 

be noted here that there is wide discrepancy between import value and export value of precious and semi-

precious stone, where the import value of precious and semi-precious stone is much higher than that of 

export. The import value of precious and semi-precious stone took peak in the years 2013/14, 2015/16 and 

2018/19, while it reached at its lowest in 2016/17. Export value of precious and semi-precious stone took 

peak in the years 2013/14 and 2016/17, while it reached at its lowest in 2012/13 (Table 4.135). Nepal 

imports highest amount of precious and semi-precious stones from India, while it exports highest amount 

of precious and semi-precious stones to Netherlands (Tables 4.136 and 4.137).  

 

Table 4.135: Nepal’s Trade of Precious and Semi-precious Stone (in NPR Thousand) 

Years Export Import 

2011/12 1195 369090 

2012/13 581 502875 

2013/14 2911 739331 

2014/15 2165 702672 

2015/16 1505 882392 

2016/17 5974 32153 

2017/18 1213 381062 

2018/19 726 1386370 

Source: DOC 

 

Table 4.136: Export of Precious and Semi-precious Stones from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

Netherlands 0 17 42 0 0 

India 0 0 0 0 41 

China 21 2 0 0 0 

United States of America 2 7 0 0 0 

Japan 0 0 0 0 6 

Others 0 7 3 0 0 

Total 23 33 45 0 47 
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Source: Trade Map 

 

Table 4.137: Import of Precious and Semi-precious Stones to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 186 365 198 8476 12565 

China 3 35 17 53 61 

Hong Kong, China 0 0 0 59 0 

Thailand 0 0 0 3 42 

United States of America 9 0 0 0 0 

Others 1 0 0 0 3 

Total 199 400 215 8591 12671 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Precious and Semi-precious Stones of Nepal is presented in table 

4.138. 

 

Table 4.138: SWOT Analysis of Precious and Semi-precious Stones of Nepal 

Strengths Weakness 

• Mines of Precious and Semi-Precious 

Stones in Various Localities 

• Precious and Semi-Precious Stones of 

Nepal is recognized in South Asia 

• Many of temple in India are decorated 

with precious stone from Nepal 

• Limited technical capacity on extraction 

and traditional knowledge is basically 

practice.  

• Limited processing which include cutting, 

polishing and designing in Nepal  

• No clear policy vision on utilizing 

precious natural resource available in 

Nepal 

• No Scientific Study even for rough 

estimates of Amount of Precious Stone 

Available  

Opportunities Threats 

• Precious stones are extensively used to 

make ornament and jewellery  

• Interest of peoples in South Asia and other 

part of the world has increased in precious 

stones due to improvement in Living 

Standard 

• Precious stone will generate employment 

and increase livelihood options.  

• Extraction of Precious Stones at large 

scale might invite ecological and 

environmental threats   

• Challenge to attract high investment 

needed in Precious stone business 

• Limited knowledge about doing business 

of highly valuable luxurious items 
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24) Processed Stones, Stones, Boulder and Sand 

 

1. Global Stones and Sand Market and Trade: Global export of processed stones, stones, boulder and 

sand harbors around 38.3 billion to 47.3 billion USD in the years 2016 to 2018. It reaches to 45.4 billion 

USD in 2019 (Figure 4.24). At the same time, global import harbors around 47.1 to 58 billion USD in the 

years 2016 to 2018. It reaches to 55.4 billion USD in 2019. Global trade flow of processed stones, stones, 

boulder and sand renders China, the United States of America and Turkey as leading exporters of processed 

stones, stones, boulder and sand in the global market (Table 4.139). China earns highest from processed 

stones, stones, boulder and sand export followed by the United States of America, Turkey, Germany and 

India respectively. Though China, the United States of America, Germany and India are amongst the largest 

producer of processed stones, stones, boulder and sand, they are also one of the highest importers which 

indicate that it depends on other countries for processed stones, stones, boulder and sand (Tables 4.139 and 

4.140). China remains the leading importer and exporter of processed stones, stones, boulder and sand in 

the global market (Tables 4.139 and 4.140). The trade pattern of 5 leading processed stones, stones, boulder 

and sand importing and exporting countries is provided in Tables 4.139 and 4.140. 

 

 
Source: Trade Map 

 

Table 4.139: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2016 2017 2018 2019 

China 3029675 3240568 3738519 3306115 

United States of America 2413274 2841319 3009879 2597168 

Turkey 2191663 2572445 2616458 2736447 

Germany 2204371 2238863 2341358 2220896 

India 1815397 1996148 2251701 2005016 

Rest of the World 26677061 29203102 33433641 32550349 

World 38331441 42092445 47391556 45415991 

Source: Trade Map 

0

10000

20000

30000

40000

50000

60000

2016 2017 2018 2019

38331.441
42092.445

47391.556
45415.99147102.589

52646.437

58071.536
55471.111

Figure 4.24: Global Trade of Processed Stones, Stones, Boulder and 

Sand (in USD Million)

Export Import



131 

 

 

Table 4.140: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2016 2017 2018 2019 

China 4663140 6361938 8015641 8135473 

United States of America 3298436 3756747 4552939 4477919 

India 2181190 2313903 2766332 2731264 

Germany 1991331 2063388 2336983 2139815 

Japan 1528696 1538256 1674843 1621274 

Rest of the World 33439796 36612205 38724798 36365366 

World 47102589 52646437 58071536 55471111 

Source: Trade Map 

 

2. Nepal’s Trade Performance in Stones and Sand: Nepal’s import and export of processed stones, 

stones, boulder and sand is fluctuating. On average, its import value of processed stones, stones, boulder 

and sand is showing an increasing trend albeit some highs and lows, while that of exports is showing a 

decreasing trend (Table 4.141). It is to be noted here that the wide discrepancy between import value and 

export value of processed stones, stones, boulder and sand has rapidly increased from 2014/15 onwards. As 

a result, Nepal remains the net importer of processed stones, stones, boulder and sand. The import value of 

processed stones, stones, boulder and sand took peak in the year 2017/18, while it reached at its lowest in 

2014/15. The export value of processed stones, stones, boulder and sand took peak in the years 2013/14 

after which its export value has continued to drastically decrease on average. The export value of processed 

stones, stones, boulder and sand reached its lowest in 2016/17 (Table 4.141). Nepal imports and exports the 

highest amount of processed stones, stones, boulder and sand from and to India respectively (Tables 4.142 

and 4.143).  

 

Table 4.141: Nepal’s Trade of Processed Stones, Stones, Boulder and Sand (in NPR 

Thousand) 

Years Export Import 

2011/12 1487204 13504957 

2012/13 741129 12896666 

2013/14 1948851 13003786 

2014/15 6605 9733502 

2015/16 2359 16392136 

2016/17 66 31130017 

2017/18 758 38349890 

2018/19 5090 20717860 

Source: DOC 

 

Table 4.142: Export of Processed Stones, Stones, Boulder and Sand from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

India 12 16 0 1 94 

Hong Kong, China 23 0 0 0 0 

United States of America 10 3 0 0 4 

Lithuania 6 0 0 0 0 

Germany 0 0 0 4 0 

Others 1 1 1 2 2 
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Total 52 20 1 7 100 

Source: Trade Map 

 

Table 4.143: Import of Processed Stones, Stones, Boulder and Sand to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 120728 219333 309969 337564 111776 

Bhutan 2718 5182 5745 9751 9457 

Oman 14 404 1545 0 0 

China 62 50 554 151 754 

Norway 33 340 438 367 75 

Others 390 1030 511 605 878 

Total 123945 226339 318762 348438 122940 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Stones and Sand of Nepal is presented in table 4.144. 

 

Table 4.144: SWOT Analysis of Stones and Sand of Nepal 

Strengths Weakness 

• Geographical diversity of Nepal is 

immense resource of different mineral 

• Good source of Stones and Sands in River 

beds and other localities of Nepal 

 

• Limited technical capacity on processing 

so non value addition other than exports in 

raw form.  

• No clear policy vision on utilizing mineral 

resource available in Nepal so lots of illicit 

activities are in practices 

• Government is just focusing on collection 

of royalties 

Opportunities Threats 

• High Demand due to Large Scale 

urbanization in Nepal as well as South 

Asia 

• Possibilities of Opening Processing 

Industries with more value addition 

•  Generate employment and livelihood 

options 

• Extraction of Stones and Sands at large 

scale might invite ecological and 

environmental threats   

• Illegal Trader might not encourage to do 

something new 
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25) Gold and Silver Jewelry25 

 

1. Global Gold and Silver Jewelry Market Trend: Global export of gold and silver jewelry harbors 

around 106.5 billion to 111.5 billion USD in the years 2015 to 2018 but it reaches to 117.7 billion USD in 

2019 (Figure 4.25). At the same time, global imports also show similar trend as it harbors around 69.3 to 

88 billion USD in the years 2015 to 2018 but it reaches to about 96.2 billion USD in 2019. Global trade 

flow of gold and silver jewelry renders China, United Arab Emirates and India as leading exporters of gold 

and silver jewelry in the global market (Table 4.145). China earns highest from gold and silver jewelry 

export followed by United Arab Emirates, India, Switzerland and United States of America. Though the 

United States of America, Switzerland and the United Arab Emirates are amongst the largest producer of 

gold and silver jewelry, they are also one of the highest importers which indicate that they depend on other 

countries for gold and silver jewelry (Table 4.145 and 4.146). Switzerland remains the leading importer of 

gold and silver jewelry in the global market (Table 4.146). The trade pattern of 5 leading gold and silver 

jewelry importing and exporting countries is provided in table 4.145 and 4.146 respectively. 

 

 
Source: Trade Map 

 

 

Table 4.145: Leading 5 Exporters in term of Export Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

China 18825688 13410603 11179967 13464081 13496818 

United Arab Emirates 10989741 11865912 14590539 15665369 16445004 

India 10026574 12730852 12849659 12462753 13580191 

Switzerland 11013818 10950509 11213213 11773264 11691174 

United States of America 9698722 9828946 10312960 9945270 9201768 

Rest of the World 48308577 47748775 48378916 48181162 53313183 

World 108863120 106535597 108525254 111491899 117728138 

Source: Trade Map 
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Table 4.146: Leading 5 Importers in term of Import Value (in USD 000) 

Countries 2015 2016 2017 2018 2019 

Switzerland 10020546 9323897 11867740 16244053 17910670 

Hong Kong, China 10903121 11380560 12235688 13208551 13717380 

United Arab Emirates 7221557 7272196 6230077 13390053 14873519 

United States of America 8062292 9103832 9175012 8846972 8858285 

France 3997306 4132883 4401303 4798858 5215172 

Rest of the World 29164755 29988239 31031522 31539109 35711795 

World 69369577 71201607 74941342 88027596 96286821 

Source: Trade Map 

 

2. Trade Performance of Nepal in Gold and Silver Jewelry 

 

Nepal’s import and export of gold and silver jewelry is fluctuating, while its import and export value is 

showing an increasing trend albeit some highs and lows (Table 4.147). It is to be noted here that there is a 

wide discrepancy between import value and export value of gold and silver jewelry, where its export value 

is much higher than that of import. As a result, Nepal is a net exporter of gold and silver jewelry. The 

discrepancy between the two values starts to widen more from 2015/16 onwards, which was almost at a 

point of convergence in 2014/15. The discrepancy between the import and export value is at its highest in 

2018/19. The import value of gold and silver jewelry took peak in the year 2013/14, 2015/16 and 2018/19, 

while it reached at its lowest in 2012/13. The export value of gold and silver jewelry took peak in the year 

2018/19, while it reached at its lowest in 2014/15 (Table 4.147). Nepal imports highest amount of gold and 

silver jewelry from India, while it exports highest amount of the same to the United States of America 

(Table 4.148 and 4.149). SWOT analysis of gold and silver jewelry of Nepal is provided in Table 4.150. 

 

Table 4.147: Nepal’s Trade of Gold and Silver Jewelry (in NPR Thousand) 

Years Export Import 

2011/12 79190 436 

2012/13 52496 287 

2013/14 58508 3772 

2014/15 1945 608 

2015/16 110324 13422 

2016/17 130493 5408 

2017/18 247618 3452 

2018/19 440025 15647 

Source: DOC 

 

Table 4.148: Export of Gold and Silver Jewelry from Nepal 

Countries 2015 2016 2017 2018 2019 

Total Export in Value (USD 000) 

United States of America 194 665 917 2132 3028 

Japan 173 178 179 229 161 

Australia 0 43 136 288 302 

Germany 11 120 73 98 164 

France 17 66 66 71 66 

Others 127 263 161 283 275 

Total 522 1335 1532 3101 3996 
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Source: Trade Map 

Table 4.149: Import of Gold and Silver Jewelry to Nepal 

Countries 2015 2016 2017 2018 2019 

Total Import in Value (USD 000) 

India 219 128 25 8 11 

Qatar 0 0 0 0 124 

United Arab Emirates 0 0 0 0 73 

United Kingdom 0 0 0 0 48 

United States of America 0 1 0 4 33 

Others 3 1 4 9 168 

Total 222 130 29 21 457 

Source: Trade Map 

 

3. SWOT Analysis: SWOT analysis of Gold and Silver of Nepal in presented in table 4.150. 

 

Table 4.150: SWOT Analysis of Gold and Silver Jewelry of Nepal 

Strengths Weaknesses 

• Good access to imported quality of gold 

sterling silver, gems, and semi-precious 

stones  

• Skilled and efficient artists and crafts persons  

• Unique arts, design, and product 

development expertise  

• High value added (40 to 50 per cent of export 

value)  

• Registered trademarks in markets  

• Extensive exposure to international markets  

• Joint efforts to develop designs with buyers  

• Well-established markets, e.g. in Japan for 

Silver Products 

• Product specialization and regular design 

development 

• Lack of sophisticated new technology such 

as (a) laser machine for soldering, (b) 

casting equipment set, (c) modern software 

for design, (d) other innovative technical 

support for product development  

• Lack of support for design and product 

development  

• High costs of imported raw materials and 

packaging materials  

• High cost in developing market linkages  

• Difficulty in identifying matching partners  

• Risks of single buyer to some exporters  

• Lack of policy and institutional support to 

strengthen competitiveness  

• No institution to certify genuine products 

Opportunities Threats 

• Industry sources see the EU as the most 

promising market for newly created designs  

• Many new and potential markets such as 

Russia, South Korea, and South Africa  

• Japanese market is promising with new 

customers and demand for new items  

• Niche products for Japanese market such as 

silver wedding rings  

• Availability of trainable labor all over the 

country 

• Difficulty in competing on price as overall 

economic environment has increased the 

costs of various components  

• Threat from competitors in India, Thailand, 

Indonesia, and Mexico.  

• Foreign competitors have imitated original 

Nepali designs  

• Trade volumes do not support high costs of 

market penetration  

•  Mixing of cadmium has affected Nepal’s 

reputation in market 
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26) Fostering Manufacturing: Potential of Fully Processed Manufactured Products, 

Assembled Products and Intermediate products 

 

Trade and industrialization are considered as engine of development because it makes economy 

dynamic. Helleiner (1995) comprehensive review in this aspect argues that there is lower 

utilization of land, labor and other resources in Low Income Countries (LDC) like Nepal so LDCs’ 

trade dimension is highly skewed within limited primary goods71. Same thing is reiterated again 

by Ghosh (2012)72 on industrialization and by Akyuz (2005)73 on integration with international 

production network. 

 

Nepal, with a long history of minerals extraction like cooper and its industrial use, advent to 

modern day industrialization in the thirties which got more pronounced after the fifties and the 

economic liberalization policy of the nineties contributed to reach the peak. However, industrial 

production could take smooth track in Nepal with the dawn of 21st century because the era was 

marked for severe political instability and disturbances. Bajracharya, Manandhar and Bajracharya 

(2019)74 opines that the speedy momentum couldn’t be gained even after political stability as share 

of Industrial Production to GDP harbor around 15 percent which is substantially less than South 

Asian counterparts. The Bajracharya et al (2019) study adds that the sharp shortfall in Nepal’s 

industrial production GDP share is one of the reasons behind wide trade gap with neighboring 

countries.  

 

Currently, Nepal’s leading export products at one and two includes oil and iron rods and goods 

and both these are exported with the appropriate level of value addition as is needed according to 

Nepal India Treaty. But it must be understood that the market opportunities have emerged due to 

tariff differential in Nepal and India and hence the advantage may be short lived particularly with 

India also pursuing strategies of gradual low tariff. These kind of opportunities may emerge in 

other products as well and hence they all have been grouped in fully processed or intermediate 

goods. Additionally, the prospect for collaborating in intermediate goods may be brighter in the 

longer term and for this one-time incentive should be provided to businesses identifying 

opportunities and developing linkages.  The prospect may be higher first in close proximity regions 

for example regions in close proximity for example with Tibet, UP, Bihar, West Bengal, Sikkim 

and Uttarakhand particularly in construction material industries, food processing, logistics support, 

service sector etc. Similarly, we can join the regional value chains (RVCs) like garment with India 

and Bangladesh; tea with India and Sri Lanka and leather with India, China, and Pakistan. Further, 

possibilities may be there to join in global value chains (GVCs) eg organic food, medicine and 

herbs, and even in high tech sector eg Information Technology, chip manufacturing and others. 

Possibilities may also emerge in the area of service sector like finance, insurance, banking, 

telecommunications, transportation etc. We may also be able to take advantage of the location and 

time zone or working to bridge the time gaps. 

 
71 Helleiner  G K (1995). Trade, Trade Policy and Industrialization Reconsidered. World Development Studies 6. 
UNU/WIDER 
72 Ghosh, Biswajit ed. (2012). Discourses on Development. Jaipur: Rawat Publication. 
73 Akyuz, Yilmza (2005). Trade, Growth and Industrialisation: Issues, Experiences and Policy Challenges. Third World 
Network 
74 Bajracharya, Pushkar, Mohan Das Manandhar and Rojan Bajracharya (2019). Nepal’s Economy in Disarray: The 
Policies and Politics of Development. Delhi: Adroit Publishers.   
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Strength of Nepal to Foster Manufacturing: Nepal has strength to foster its manufacturing sector 

with good policy measures on industrialization and human recourse mobilization. Large sect of 

Nepali population masses is in agro and equal number is migrating to foreign land for employment 

as there are limited economic opportunities. On top of that, the country has not utilized its resource 

at full capacity so this untapped resource is the strength of Nepal along with social norms and 

values among Nepalese of doing well. 

 

Opportunities: Along with strengths, Nepal does also have opportunities to gain benefit by 

fostering manufacturing. Asian continent has gradually integrated with Global Production 

Network as few ASEAN countries initiated in line followed China with Deng Tiao Xioping’s 

liberalization policy and then by India with Man Mohan Singh’s policy. Later, it expanded to 

whole continent. With this, Asia has become competing market as of US and Europe. The change 

has been defined as Asian Miracle, Raising Superpower and many other tones. This integration 

with Global Production Network has provided opportunities for the Asian countries to develop as 

assemble unit or producer of intermediaries which can be utilized by bringing good policy 

measures with intent to deliver quality product. There is also option to setup entire production in 

the country to link it with Asian supply network flourished with raising middle class settled in new 

cities. Nepal should take benefits from these opportunities by bringing proper policy measures 

with assurance of quality products. 

 

Weakness: The main weakness of Nepal to foster its industrial production is related with 

technological advancement. The country lags behind in technology so it also lags behind in 

industrial production. The best example given by Bajracharya, Manandhar and Bajrachaya (2019) 

in this regard is related to Ready Made Garment (RGM) as US provided easy access to LDCs on 

RMG under ATC/ MFA Bangladesh took full benefit from it but Nepal could not because 

Bangladesh brought South Korean technology. Now, RGM is 40 percent of Bangladesh’s export 

and it is surviving without MFA but Nepal’s RMG is nowhere. Due to limited technology transfer, 

there is also limited skilled manpower in the country which another important weakness.  

 

Another weakness is to institutionalize competitive wage rate. If workers are paid competitive 

wages for their works then workers can sustain respectable quality of life but the country lacks 

institutional mechanisms to implement such wage.  

 

Threats: Political instability which recurrent in Nepal at regular interval is prominent threat to 

make Nepal’s economy dynamic as well as to foster manufacturing. Though social norms and 

values among Nepalese is all about good to all political culture is somewhat very disturbing and 

this political culture also influences industrial relation between labor and owner which is further 

disturbing.  
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SWOT Analysis of Fully Processed Manufactured Products, Assembled Products and 

Intermediate products 

 

Strengths 

• Large Population Masses for proper Human Recourse Mobilization 

• Abundance Untapped Resource for Use  

• Social Norms and Value of Common Goods 

 

Weakness 

• Limited Technology Transfer 

• Limited Skill Manpower 

• No Institutional Mechanism to Implement Competitive Wage 

 

Opportunities 

• Integration of Asian Market with Global Production Network provide opportunities to the 

Asian countries to develop as assemble unit or producer of intermediaries 

• Raising Middle Class with new Cities in South Asia Demand more Finished Products 

 

Threats 

• Disturbing Political Culture and recurring Political Instability 

• Politicization of Industrial Relation  
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27) Skilled and Semi-skilled Professionals 

 

With the rapid development of global linkages over the last few decades, especially due to new technology, 

easy availability of information, transport and communication, global employment has evolved as a whole. 

This in turn has facilitated movement of labour force around the globe, where movements are rather 

concentrated towards some emerging and growing markets. As a consequence, the global trend of labour 

mobility has significantly improved. Global labour migration has increased from 3.3 billion to around 3.4 

billion in the years 2015 to 2019. It reached to 3.3 billion in 2020 (Figure 4.26). On average, the global 

trend of labour migration is showing an increasing trend, albeit some highs and lows. Similar pattern in 

terms of migrant workers can also be observed in Nepal, which again can be attributed to the factors such 

as information and technology, transport and communication. With the availability of newer technology, 

transport mediums which can cover long distances within a short interval of time, online connectivity and 

direct information channels, the number of emigrants from Nepal going for foreign employment has also 

increased. The number of NOC (No Objection Certificate) issued for foreign employment and the details 

regarding licensed migrant workers are provided in table 1 and 2. 

 

 
Source: World Bank 

 

While considering migrant workers in terms of Nepal, it is important to note that majority of the migrant 

labour force fall into the category of unskilled labour followed by semi-skilled labour , which is at a 

moderate level, and finally skilled labor, which comprises of very few individuals (Bajracharya, Manandhar 

and Bajracharya). Remittances have been one of the major revenue generating sources for Nepal and at 

times of natural disasters or unprecedented events the flow of remittance has helped the economy to stay 

afloat. However, due to low labour productivity of Nepal, the per-capita remittance is low in Nepal. Nepal’s 

emigration for foreign employment is fluctuating. In addition, it is showing an increasing trend on average 

(table 4.151). Moreover, the number of male migrant workers is relatively higher than that of females. The 

movement of female migrant workers is relatively more stable than that of its counterpart. The number of 

NOC issued for foreign employment in Nepal took peak in 2016/17, while it reached at its lowest in 2010/11 

(table 4.151). The details of licensed migrant workers’ providers Qatar, U.A.E (United Arab Emirates), 
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Malaysia and Saudi Arabia as top destinations for migrant workers (table 4.152). Majority of the labour 

emigrants from Nepal go to the gulf countries for employment opportunities. This is mainly due to higher 

wage, better opportunities and better infrastructure. Although, India is also one of the major destinations 

for migrant labor, the movement of workers is mainly through informal channels, especially via land, which 

is not properly reflected in the data (Bajracharya, Manandhar and Bajracharya). SWOT analysis of skilled 

and semi-skilled professionals of Nepal is provided in Table 4.153. 

 

Table 4.151: NOC (Numbers) Issued for Foreign Employment in Nepal  

Fiscal Year Male Female Total 

2010/11 344300 10416 354716 

2011/12 361707 22958 384665 

2012/13 425830 27713 453543 

2013/14 498848 28966 527814 

2014/15 490859 30528 521387 

2015/16 399406 19307 418713 

2016/17 609341 33519 642860 

2017/18 577722 32966 610688 

2018/19 476705 32123 508828 

2019/20* 300201 23498 323699 

Total 4768957 272050 5041007 

Source: Economic Survey, Ministry of Finance (MOF) 

*Up to mid-March 

 

Table 4.152: Details of Licensed Migrant Workers from Nepal 

Countries Migrant Labour (in Percent) 

Qatar 26.72% 

U.A.E 21.20% 

Malaysia 19.70% 

Saudi Arabia 16.22% 

Kuwait 5.46% 

Bahrain 1.64% 

S. Korea (including EPS) 1.05% 

Oman 1.00% 

Afghanistan 0.54% 

Japan 0.34% 

Israel 0.02% 

Other Countries 6.10% 

Source: Economic Survey, Ministry of Finance (MOF) 
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Table 4.153: SWOT Analysis of Skilled and Semi-skilled Professionals at Various 

Categories (Remittance-generating Services)  

Strengths Weaknesses 

• Nepalese human resources are cost 

competitive in the global market  

• High supply potential of Nepalese human 

resources  

• Crucial role of remittance in poverty 

reduction through income generation  

• At macro-economic level, remittances 

provide valuable foreign exchange and, 

therefore, mitigate the possible effects of 

trade in goods deficit 

• Low cost of remittance transfer  

• Returnees bring skills back to Nepal and 

are major potential of entrepreneurship 

• Limited or no skills  

• Poor support and protection system for 

migrant workers  

• High costs of migration  

• High social cost for families  

• Inadequate support and incentive for 

returning migrants 

Opportunities Threats 

• Well-established social networks help 

new migrants identify employment 

opportunities  

• Training future migrant workers can 

improve their skills and income potential  

• Role of Migrant Workers’ Welfare Fund 

can be expanded to make it a potential 

source of investment  

• Existing popularity of hard-working and 

disciplined nature of Nepalese 

professionals 

• Fall in oil prices and economic 

slowdown might reduce demand and 

wages in the Middle East 

• Shortages of workforce in the domestic 

market due to out-migration  

• Conflict and crisis in major labour-

importing countries  

• Low levels of investment of income 

generated from migration 
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28) Education 

 

Education is considered as foundation of human development. With the increase in mobility of peoples due 

to innovation in transport and communication, peoples have started to reach different parts of the world to 

attain particularly the higher education. (Larsen and Lancrin, 200275, Knight, 200276 and Tilak, 201177). 

Tilak (2011) argues that, globalization and internationalization of education have been the dominant themes 

of policy discussion in almost all countries with the advent of 21st century. Larsen and Lancrin (2002) 

estimate that education trade of OECD countries amounts around USD 30 billion in 1999 which is 

equivalent to 3 percent of these countries' total services export. Tilak (2011) reports that, more than 2.8 

million students enrolled in higher education in 2007 were from aboard which is 50 percent higher than 

2000 and 250 percent higher than 1975 and estimates that the figure is expected to reach 8 million by 2025 

at an annual rate of growth of 5.8 per cent. The prime destinations of international students are USA, UK, 

France, Australia Germany, Japan, Canada, South Africa, Russia and Italy (Tilak, 2011 and SAWTEE, 

200878). General Agreement on Trade in Services (GATS) of the WTO has allowed trade in education 

though four modes which is defined in Table 1. Education trade is basically through mode 2 which means 

travel to other countries for education. Barrett (2015)79 argues that, given the high mobility of student, there 

are also regional agreement like Trans-Atlantic Trade and Investment Partnership (TTIP) in particular, as 

well as the Trans-Pacific Partnership (TPP) and Trade in Services Agreement (TiSA) negotiations. In South 

Asia, India is leading destination of international students and India’s 2020 budget has promoted “Study in 

India” to attract students from Asia and Africa. 

 

Table 4.154: International Higher Education under the GATS 

 
(Tilak, 2011) 

 

SAWTEE (2008) reports that there is data limitation to explain education trade of Nepal which also applies 

today. SAWTEE (2008) quoted NRB (2005) study which estimated that education inflow in Nepal is below 

NRs. 1 billion in 2000 to 2004 period but outflow in the same period is above NRs. 1 billion so there is 

 
75 Larsen, K., and S. Vincent-Lancrin (2002). International Trade in Educational Services: Good or Bad?. in Higher 
Education Management and Policy. 14 (3). 
76 Knight, J. (2002). Trade in high Education Services: The Implications of GATS. London: Observatory on Borderless 
Edcuation. 
77 Tilak, Jandhyala B G (2011). Trade in Higher Education: The Role of the General Agreement on Trade in Services 
(GATS). UNESCO. 
78 SAWTEE (2008). Nepal’s Export Potential in Services: Health, Education and High-end Retail Services. Submitted to 
Enhancing Nepal's Trade Related Capacity, Ministry of Industry Commerce and Supplies/UNDP 
79 Barrett , Beverly (2015). International Trade and Higher Education Services: The TTIP, the EHEA, and Beyond. 
University of Houston 
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trade deficit in Nepal’s education trade. Bajracharya, Manandhar and Bajrachrya (2019) reports that 

Nepalese students receiving No-Objection Certificate from the Government for aboard study have increased 

significantly in recent years. Most of the international students in Nepal are from India followed by other 

South Asian countries and there are also some from Europe and American continents and most of them 

come to study medical courses. (SAWTEE, 2008) Major destinations of Nepalese students for aboard study 

are India, followed USA, UK China, Australia, Bangladesh, Russia and others. (SAWTEE, 2008) Some 

intellects from Nepal have visited aboard as visiting scholar and none of the academic institution has 

provided affiliation abroad but there is other way around as many foreign universities have provided 

affiliation in Nepal. With the establishment of Nepal Open University, the country has opened the door of 

distance learning in higher education but limited foreign students have enrolled in it. SWOT analysis of 

Nepal’s education trade is provide in Table 4.155 below. 

 

Table 4.155: SWOT Analysis of Nepal’s Education Trade 

Strengths Weaknesses 

• Good climatic conditions 

• Low cost of living for students 

• Some cost advantages for support staff 

• Degrees can be recognized abroad (although with 

some difficulty) 

• Collaboration with and investment by Indian 

colleges 

• Nepalese students also benefiting from foreign 

schools set up in Nepal 

• Positive side-effects for the health sector due to 

teaching hospitals 

• Quality of education is only average 

• High dependency on Indian students 

• No worldwide recognition as an exporter of 

education 

• Main reason for (Indian) students to study in 

Nepal is lack of seats in the home country, 

which could change 

Opportunities Threats 

• Possibility of attracting more students from 

countries other than India, e.g. SAARC 

countries, especially Sri Lanka 

• Potential for students from Middle East and Gulf 

countries 

• Better and more stable recognition policies by 

India could be a major incentive for more Indian 

students and colleges to move to Nepal 

• Open the dimension of cultural study with 

establishment of Lumbini Buddhist University 

and Rajarshi Janak University* 

• Madan Bhandari University of Science and 

Technology Development Board has started to 

develop parameters to establish world class 

university in Nepal* 

• High dependency on diploma recognition 

policies and general education policies in 

India  

• Political instability 

(NTIS, 2010) 

* Added after consultation with Experts 
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29) Health 

 

Health is important for development as it won’t be possible to get progress without being healthy. In last 

few decades, health cares don’t remain within national boundary with peoples getting treatment aboard and 

consulting with medical person at the distance through tele-medicine. Lunt et al (na)80 opines that there is 

global growth in the flow of patients and health professionals as well as medical technology, capital funding 

and regulatory regimes across national borders and this new phenomena is commonly called “Medical 

Tourism”. Mortensen (2008)81 estimates that global international trade of health services amounts USD 33 

billion in 2005. Chanda (2001)82 argues that trade of health services is likely to gain momentum in the 

future given the rapid growth in global healthcare industry and the likely removal of regulatory barriers at 

the national, regional and multilateral levels. General Agreement on Trade in Services (GATS) of the WTO 

has allowed trade in health service though four modes which is defined in Table 1. SAWTEE (2008) reveals 

that Australia is forerunner in promoting Tele-medicine and medical tourism; India’s first corporate 

hospital, Apollo, has spread widely becoming the largest healthcare group in Asia and Ayurvedic form of 

treatment in South Asia attracts patients from the eastern Mediterranean, Germany, Malaysia, the UK and 

the USA 

 

Table 4.156: International Higher Education under the GATS 

 
(Mortensen, 2008) 

 

 
80 Lunt, Neil et al (nd). Medical Tourism: Treatments, Markets and Health System Implications: A Scoping Review. 
OECD 
81 Mortensen Jon (2008). International Trade in Health Services: Assessing the Trade and the Tradeoffs. Danish 
Institute of International Studies 
82 Chanda, Rupa (2001). Trade in Health Services. 4(5). Geneva: World Health Organization. 
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Lunt et al (na) argues that there is limitation of empirical data on trade in health service which is also 

claimed to true in case of Nepal by SAWTEE(2008). Bajracharya (2020)83 and SAWTEE (2008) claim that 

the hospitals of border areas of Nepal serve India citizen at large quantities and these Indian patients come 

to Nepal for treatment because of good quality at economic cost.  Tilgana Eye Hospital of Kathmandu is 

famous for its eye treatment all over Asia and its contact lens are exported to different parts of the world. 

Peoples from Europe and Americas visited Nepal to have Ayurvedic treatment of gastric and other diseases 

and there is export of Ayurvedic medicinal plants from Nepal at large quantities (Bajracharya, 2020). Some 

hospitals, like Norvic, Vayoda and others, have affiliation internationally branded hospital for Cardiac 

treatment. Nevertheless, there is no up-to-date study of trade in health services of Nepal but literatures 

shows that Nepal has some niche health services (like eye treatment, Ayurvedic treatment and others) to 

serve. SWOT analysis of Nepal’s health trade is provide in Table 4.157 below. 

 

Table 4.157: SWOT Analysis of Nepal’s Health Trade 

 

Strengths Weakness 

• Enjoyable and suitable climatic conditions 

• Low costs in some areas 

• Availability of unique traditional Ayurvedic 

medicines 

• Well-equipped operating rooms and 

laboratories in some hospitals, some of which 

are ISO 9001 certified 

• Significant FDI from Indian healthcare 

providers 

• Overall health system is underdeveloped 

• Lack of a clear strategy supported by a clear 

policy 

• Shortage of doctors and nurses in the country, 

also due to out-migration 

• Unreliable energy supply and other 

infrastructural constraints 

• Lack of air ambulance  

• No international recognition of healthcare 

facilities as assurance of quality healthcare 

Opportunities Threats 

• Establishment of more medical colleges, 

including for foreign students 

• Linking tourism to health tourism 

• Potential to attract patients towards Ayurvedic 

medicines 

• Political instability 

• Brain drain of skilled human resources 

(NTIS, 2010) 

 

  

 
83 Bajracharya, Bhuban B (2020). Health Service in Nepal. in Arindam Banik ed Trade in Health Services in South Asia: 
An Examination of the Need for Regional Cooperation  .Springer  
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30) Engineering Service 

 

Engineering consultancy service plays vital role in infrastructure development and technology 

transfer needed for economic growth of the country. Mukherjee (2001)84 reports that construction 

share 5 to 7 percent of GDP in many of the developed and developing countries and there is 

outsourcing engineering consulting work with an aim to bring new innovations technologies in 

infrastructure development. Asia’s major economies like China, India Japan and South Korea have 

made commitment under engineering services in GATS and they have also penned Regional Trade 

Agreements mostly with ASEAN countries on commercial services like engineering consulting. 

(Ratna and Kim, 2016)85 Construction service share 3.7 percent of commercial service imported 

by China amounting USD 106.5 billion, 2.8 percent of commercial service imported by India 

amounting USD 49.2 billion, 7 percent of commercial service imported by South Korea amounting 

USD 55.6 billion and 3 percent of commercial service imported by Sir Lanka amounting USD 0.86 

billion. (Ratna and Kim, 2016) With the building of mega cities, bridges, roads and other 

infrastructures, engineering service is started to become lucrative business. 

 

Engineering service is primarily provided through the movement of natural persons (the temporary 

movement of unskilled/semi-skilled/skilled labor and professionals) and commercial presence in 

the form of FDI, joint ventures, etc. There is increase in cross-border trade of engineering services 

due to internet technology and advanced communications systems.  

 

Nepal has made good progress in engineering education with opening of new universities and 

colleges related to science and technology and engineering and the country is developing well 

trained manpower in this field. Many of the engineering service providers of Nepal have delivered 

their consulting service in foreign land. For instance, CE Construction has provided engineering 

consulting and contracting service to Bhutan and Qatar. SWOT analysis of engineering services 

of Nepal is provided in table 4.158. 

 

Table 4.158: SWOT Analysis of Engineering Services of Nepal 

Strengths Weaknesses 

• Availability of well-trained manpower 

• Some expertise in development of 

engineering software and geo-technical 

services 

• Good English language skills among 

professionals 

• Expertise in rural engineering, land 

development, and road design and 

construction 

• General lack of experience in large-scale 

projects for participation in international 

tenders 

• Weak expertise in proposal preparation 

• Lack of expertise in hydropower, 

irrigation, and water supply sectors 

Opportunities Threats 

 
84 Mukherjee (2001). Trade in Construction and Consultancy Services: India and GATS. Dehli: ICRIER 
85 Ratna, Rajan Sudesh and Nayeon Kim (2016). Potential of Trade in Services. in Joong-Wan Cho and Rajan Sudesh 
Ratna ed. The Asia-Pacific Trade Agreement : Promoting South-South Regional Integration and Sustainable 
Development. Bangkok: UN-ESCAP 
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• Possibility of penetrating new markets 

(i.e. Japan for outsourcing of engineering 

designs) 

• Collaboration with foreign companies  

• Massive development of infrastructure 

and hydropower within the country 

• Booming construction sectors in India, 

other SAARC countries, China PRC, 

Gulf countries, and others that rely on 

foreign manpower 

• Brain drain of qualified and experienced 

manpower 

• Political instability 

• High level of corruption in construction 

sector 

(NTIS, 2010) 
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31) Hydropower 

 

Energy is important for human’s life and country’s development. So, the first Prime Minister of 

Independent India, Jawahar Lal Nehru called Dam as Backbone of India’s Development though 

he was later severely criticized by environmentalists and ecologist. Nepal has a massive potential 

of hydropower – recent estimate suggests 105,000 MW (including the summer flush) and a 

technically and economically feasible potential of 42,000 MW. Many of its rivers basins can be 

utilized for multipurpose which include hydropower generations as well as irrigations. But, the 

country hasn’t utilized its energy source extensively as installed capacity by the end of FY 2018/19 

has reached at 1128 MW86. Most of the hydropower of Nepal are based on Run of River which 

don’t require big dams so they are environmentally friendly than other alternative energy sources 

with high carbon emission but there is seasonality in power generation. (Nepal Energy Foundation, 

2016)87 With the change in the policy regime in mid-nineties, Private Power Producers (PPP) are 

allowed to generate electricity consequentially these PPPs overtake government and its utility 

(NEA) in power generation (Nepal Energy Foundation, 2016) But overall authority of transmission 

and distribution rest on NEA, the government owned utility, so there is de facto control of the 

government in electricity trade.  

 

Hydropower remains choicest to India ever since British ruled it. The article published by Indian 

journalist B Verghese in 1970 draw the attention to Nepal’s hydropower potential as he foresee to 

use this energy to fulfill the energy gap in the Indian states of Uttar Pradesh and Bihar. 

(Bajracharaya, Manandhar and Bajracharya, 2019). But, Nepal is yet to export its electricity to 

India because the country is not producing what it needs. The Power Trade Agreement penned on 

October 2014 formally opens import/ export of electricity between these two countries88. With this 

agreement, Nepal intends to export its electricity to India in wet season and import from India in 

dry season. However, Nepal is just importing electricity of 500 MW per year under this agreement 

and it is not exporting anything because there is no enough generation. Nepal has also signed 

agreement to sell its electricity to Bangladesh under South Asian energy nexus but it seems long 

way to go before this happens because Nepal is not generating its needs and India also needs to 

give green signal to transmit electricity though its territory. 

 

Hydropower is associated with geo-politics between Nepal and India which cause things to go 

forward without definite goal. This delay might be costlier to Nepal as technological advancements 

have brought alternative sources of energy like nuclear, solar and others which diminish 

importance of Nepal’s hydropower. SWOT analysis of Hydropower of Nepal is provided in table 

4.159. 

 

Table 4.159: SWOT Analysis of Hydropower of Nepal 

Strengths Weaknesses 

• Huge production potential 

• Possible positive side-effects on irrigation 

and flood control 

• Possible negative impact on environment 

and on rural population (resettlements) 

• Weak regulatory body in Nepal 

 
86 Ministry of Finance (2019). Economic Survey Fiscal Year 2018/19. Government of Nepal. 
87 Nepal Energy Foundation (2016) .Nepal Energy Outlook 2016: Current Status and Prospect. Lalitpur 
88 Earlier, these two countries exchange electricity particularly to fulfill their spot demands. 
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• In addition to exports, potential for 

improving local power supply with little 

trade-off (current demand in Nepal is less 

than 1 GW) 

• Could improve navigation on major rivers 

such as the Kosi and the Ganga by raising 

dry season water level 

• Long lead time of 10 or more years for 

large-scale projects 

• Limited willingness of Indian investors to 

pay above cost prices 

• Policy, Acts, and Regulations currently in 

force are not investment-friendly. 

Opportunities Threats 

• High demand in India, with load deficit in 

• northern India 

• Exports to Bangladesh, where the peak 

load deficit is also significant, is 

technically possible 

• Potential for export to China PRC, but 

long distance to urban areas 

• High potential for fiscal revenue 

generation if royalties or other forms of 

taxation are set properly 

• Additional revenue could be generated 

through storage (e.g. combined with 

mainly coal-powered generation in India) 

• ¬ Opportunities for export-oriented 

backward linkages through supply to 

energy-intensive industries 

• Initial likely dependence on a single buyer 

(namely India) might create high financial 

risks for investors (whether foreign or 

Nepalese/private or public) 

• Political instability could deter foreign 

investors 

• Welfare gains may be small. They are only 

assured if buyers are willing to pay above-

cost prices 

• Alternative sources of energy like 

nuclear, solar and others brought by 

technological advancements* 

(NTIS, 2010) 

* Added after consultation with the experts. 
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32) Knowledge 

 

Knowledge and innovation is important aspect of human civilization and development. Every 

country indents to get enriched with knowledge and innovation which is pathway to prosperity so 

technological transfer is considered as important aspect of development. Trade Related Aspects of 

Intellectual Property Right of WTO looks after knowledge trade which encompass patent 

(conferred to inventor), design, layout and copyright (conferred to creator), trademark and trade 

secrets (of a business establishment) and Geographical Indications of Goods (conferred to region). 

According to WIPO (2016), leading countries to grant patent are China, USA, Japan, Korea, 

Germany, France, Singapore and Britain. There is high investment in these countries in Research 

and Development (R&D) which leads to technological innovation and knowledge generation. 

OECD (2008) argues that most of the developed countries encourage technological innovation and 

knowledge generation by granting universities and researchers the intellectual property right over 

the research findings arrived at with the use of public funds.89  Whereas, in LDCs, there is less 

investment in R&D so there is less technological innovations and knowledge generations and the 

LDCs need to pay high royalties to keep itself updated with new innovation. 

 

Table 4.160: Number of Patent Granted in 2015 in Leading Countries 

Countries Number of Patent Granted (Thousands) 

China 365 

USA 298 

Japan 189 

South Korea 102 

Germany 15 

France 13 

Singapore 7 

United Kingdom 5 

 

In developed countries, though there are numbers of big companies with good research wings, the 

higher educational institutes like universities are provided public funding for innovational 

knowledge building research. Cisco, Google and Yahoo are the origin of Stanford University. This 

implies important role of higher educational institution with good quality standard for the country 

which severely lags in LDC. 

 

Nepal can also develop its knowledge generation capacity with increase in R&D and improving 

quality of higher education. However, Joshi (2018) claims that Nepal’s investment in R&D is 

substantially less than not only developed countries but is lesser than neighboring South Asian 

countries so quality of higher education is not good in Nepal consequentially there is no World 

Class universities in Nepal90. But, there are incidences of professors and intellectuals of Nepal 

going aboard as visiting faculty and experts and the contact lens being developed in Tilganga Eye 

Hospital is internationally acclaimed. So Nepal also needs to think about its knowledge trade. On 

top of that, Nepal has not seriously thought about commercial use of its traditional knowledge and 

indigenous skills. 
 

89 OECD (2008). Tertiary Education for the Knowledge Society. Paris: Organization for Economic Development and 
Cooperation. 
90 Joshi, Rajendra (2018). Higher Education in Nepal: Supporting Aspirations for Prosperity. Kathmandu. 
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The SWOT analysis of Knowledge Trade of Nepal in provided in Table 2. 

 

Table 4.161: SWOT Analysis of Knowledge Trade of Nepal 

Strengths Weakness 

• Traditional Knowledge and Indigenous 

Skill 

• Number of Peoples with Higher Education 

is increasing 

• Limited Investment in Research and 

Development 

• Quality Higher Education 

• Limited Role of Higher Education in 

Patenting 

Opportunities Threat 

• Nepali professors and intellects are called 

aboard as visiting faculty and experts 

• Some Nepalese have registered patent for 

their university researches 

• Brain Drain due to Knowledge Trade 

• Political culture is unknown about the idea 

of Knowledge trade. 
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33) Water 

 

Water is important to mankind as human life will stop without it. So UNDP’s global commitments 

of SDG91 and MDG have stated safe drinking water as one of the important goals. WBCSD92 

(2005) states that only 3 percent of world’s water resources are fresh and drinkable and out of this 

3 percent, 2.5 percent is frozen and locked up in Antarctica, Arctic and glaciers and not available 

to man thus human need to rely on rest 0.5 percent for all fresh water needs.93 This study further 

elaborates that 70 percent of the water is used for agriculture, 22 percent in industry and rest 8 

percent in domestic use. The scenario of fresh water use is little different while comparing high-

income countries vis-à-vis low income counties. The use of water in agriculture, industry and 

domestic is 30 percent, 39 percent and 11 percent respectively in the high income countries 

whereas these shares are 82 percent, 10 percent and 8 percent respectively in the low income 

countries.  

 

There is warning signs of water scarcity due to population growth, expansion of business activities, 

rapid urbanization, climate change and ecological imbalance. UNDP report predicts that there will 

be severe water crisis in South Asia by 2040 (UN, 2018)94. Nick Whigham’s 19th October 2018 

dated article in New York Post alerts that the wars of the future will be fought over water not oil.95 

So water is becoming valuable due to its scarcity and raising demand. The Safe Drinking Water 

Foundation website argues that while comparing the price of water in some of the developed 

countries, the per capita consumption of water in lesser in the countries where price is high and 

vice versa96. Perhaps people will economies the use of water for commercial and domestic use as 

the price gets higher which can be one of the good policy option to address the scarcity.  

 

Nepal is the country with abundance water resources for disposal. The water resource of Nepal 

can be good source to address water scarcity problem evolved in South Asia. The attempt has been 

made to export the fresh water to third countries with establishment of fresh water plant in 

Dhunche, district headquarter of Rasuwa and also basecamp of Langtang mountaineering 

expedition. This Himalayas Spring Water Pvt Ltd process water of Gosaikunda in its plant at 

Dhunche along with packaging and export it to South Korea but the export has halted in the later 

days though factory is still in operation. There are also small to medium sized water processing 

enterprises in urban area basically to fulfill domestic demands of purified water in the cities. Beside 

these, there are no other attempts on commercial use of water through international trade and there 

isn’t proper institutional mechanism in the country for international trade of fresh water. 

 

The SWOT analysis of fresh water of Nepal is provided in table 4.162 

 

 

 
91 The sixth goal of SDG ensure access to water and sanitation for all 
92 WBCSD stands for World Business Council for Sustainable Development 
93 WBCSD (2005). Facts and Trend: Water Volume 2. Earthprint Limites=d 
94 United Nations (2018). 6 Clean Water and Sanitation. New York: United Nations. 
95 Whigham, Nick (2018 October 19). The Wars of the Future will be Fought over Water not Oil. Online Available at: 
https://nypost.com/2018/10/19/the-wars-of-the-future-will-be-fought-over-water-not-oil/  
96 Safe Drinking Water Foundation website  available at: https://www.safewater.org/fact-sheets-
1/2017/1/23/water-consumption  

https://nypost.com/2018/10/19/the-wars-of-the-future-will-be-fought-over-water-not-oil/
https://www.safewater.org/fact-sheets-1/2017/1/23/water-consumption
https://www.safewater.org/fact-sheets-1/2017/1/23/water-consumption
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Table 4.162: SWOT Analysis of Fresh Water of Nepal  

Strengths Weakness 

• Abundance of Water Recourse in Nepal 

• Environmentally Safe than other South 

Asian Countries 

• Technical Capacities of Fresh Water 

Processing  

• Institutional Mechanism of Fresh Water 

Trade  

Opportunities Threat 

• Raising Water Scarcity Problems in South 

Asia 

• Growing Number of Economic Activities in 

South Asia 

• Ecological Imbalance due to Fresh Water 

Trade 

• Innovations of extracting sea water for 

human use 

• Innovations that ease human access to fresh 

water of Artic, Antarctica and Glaciers. 

 
  



154 

 

34) IT and BPO 

 

Information Technology has brought major changes since last three decades and this dynamism 

has become more prominent with the advent of the 21st century. With automation, things are being 

done at speed and low cost with more accuracy and physical distance has been ease with new mean 

of communication. This has also created immense works relating to IT and BPO in developed 

countries which they are ready to outsource to other countries, specifically to LDC like Nepal 

because of low labor cost. KPMG (2017) reports that IT and BPO contracts worth USD 167.8 

Billion were signed in 2017; annual outsourcing of IT and BPO has increased at the 41 percent 

and 59 percent in 2016 and 2017 respectively and approximately 84.2 percent of IT and BPO 

related works are originated in USA followed by UK with 5.4 percent97. Australia and Spain are 

two other key outsourcing markets.  

 

IT has become one of the choicest fields of study for the students of Nepal because of its growing 

market. But market of IT and BPO still remains small in Nepal. Computer Association of Nepal 

reports that there are more than 6,000 BPO companies in the country of which only 256 are legally 

registered98. Many of IT experts are providing their services on individual basis and some have 

also migrated aboard for work so it is really difficult estimates the exact size of the market. 

Shrestha and Sharma (2013) reports that estimated IT and BPO related export values are in the 

range of USD 5.4 million to USD 10 million; There are at least 10 large companies in Nepal with 

50 or more employees; Nepal exports IT and BPO related services mainly to member countries of 

the European Union, United States, Japan, Australia and New Zealand; and There are large 

numbers of small IT and BPO companies with manpower of 15-20 people99. 

 

With Information Technology Policy 2000, Government of Nepal initiated to develop institutional 

mechanism of IT. Later it is replaced by revised policy in 2011 which is instrumental in promoting 

different IT related services including BPO. But Nepal has poor infrastructure with low internet 

bandwidth which is stumbling block for the country to enhance this sector. Besides, there is also 

lack of highly qualified human resource though skill manpower are being developed; quality 

control mechanism is also weak; and there isn’t strong regulatory mechanism for data protection.  

 

Table 4.163: SWOT Analysis of IT and BPO of Nepal 

Strengths Weaknesses 

• Significant cost advantage of human 

resources as compared to competitor 

countries 

• Demographic advantage (young 

population in 

• employable age bracket) 

• English language proficiency 

• Lack of a coherent sector strategy in terms 

of target clientele and market segment 

• Insufficient strategy for skill development 

• Relatively high cost of broadband Internet 

• Insufficient and irregular electricity supply 

• Poor IPR, data and privacy protection 

regime 

 
97 KPMG (2017). Global IT-BPO Outsourcing Deals Analysis: Annual Analysis of 2017. Online Available at: Global IT-
BPO outsourcing deals analysis (assets.kpmg) 
98 https://kathmandupost.com/money/2018/07/30/nepals-outsourcing-firms-in-hot-demand  
99 Shrestha, Niraj and Pushpa Sharma (2013). Problems and prospects of Business Process Outsourcing in Nepal. 
Briefing Paper No 15. SAWTEE. 

https://assets.kpmg/content/dam/kpmg/in/pdf/2018/05/KPMG-Deal-Tracker-2017.pdf
https://assets.kpmg/content/dam/kpmg/in/pdf/2018/05/KPMG-Deal-Tracker-2017.pdf
https://kathmandupost.com/money/2018/07/30/nepals-outsourcing-firms-in-hot-demand
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• Improved connectivity 
Opportunities Threats 

• Growing global demand for IT and BPO 

• services 

• Growing emphasis on trade in services by 

GoN 

• Conducive international trade regime, 

including WTO services waiver for LDCs 

• Fast developing telecommunications 

• sector, including competitive broadband 

• development 

• Nepalese diaspora providing IT footprint 

in 

• overseas markets 

• Limited domestic opportunities for skilled  

human resources leading to brain drain 

• Unstable labour relations and strikes 

limiting ability to scale up the sector 

• Disruptive technological changes, 

especially automation, impact entry-level 

opportunities in BPO mark 
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35) Tourism 

 

Global tourism market has grown rapidly in the past decade, with the development of newer technologies 

and information channels, transport mediums including airways, railways and roadways. As a result, global 

linkages and connectivity has provided further boost to the sector. The global trend of international tourist 

arrivals ranges from 1.2 billion to 1.5 billion in the years 2015 to 2019, but it reaches to 0.3 billion in 2020 

(Figure 4.27). The global tourist arrivals is showing an increasing trend, with the exception of 2020. The 

outbreak of Coivd-19 has highlighted the susceptibility of the tourism sector towards unprecedented events. 

The tourism sector is also one of the important revenue generating sectors for a developing country like 

Nepal, which also acts as a linchpin for poverty alleviation. The trend of tourist arrivals in Nepal and top 5 

tourist arrivals by major nationality in Nepal is provided in table 4.163 and 4.164 respectively. 

 

 
Source: World Bank 

 

In context of Nepal, the tourist arrivals is fluctuating, while it is showing an increasing trend, albeit some 

highs and lows. The tourist arrivals in Nepal took peak in the year 2019, while it reached at its lowest in 

2015 (Table 4.163). Nepal is an attractive destination for tourists mainly from India, China, and the UK. 

Mainly tourists from India visit Nepal, followed by China, UK, USA and Sri Lanka respectively (Table 

4.164). It is to be noted here that majority of the tourists from India visit Nepal via land, which makes it 

difficult to accurately estimate the number of tourists from India (Bajracharya, Manandhar and Bajracharya, 

2019). SWOT analysis of Tourism Sector of Nepal is provided in Table 4.164. 

 

 

 

Table 4.164: Tourist Arrivals in Nepal  

Year Tourist Arrivals 

2015 538970 
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Figure 4.27: Global Trend of Tourist Arrivals (in Million)
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2016 753002 

2017 940218 

2018 1173072 

2019 1197191 

Source: MOCTCA, 2019 

 

Table 4.165: Top 5 Tourist Arrival by Major Nationality in Nepal 

Nationality 2015 2016 2017 2018 2019 Avg. Share 

India 75124 118249 160832 194323 254150 17% 

China 64675 104005 10466 153633 169543 11% 

UK 204469 46295 51058 63466 61144 9% 

USA 53897 53645 79146 91895 93218 8% 

Sri Lanka 43117 57521 45361 69640 55869 6% 

Others 97688 373287 593355 600115 563267 48% 

Total 538970 753002 940218 1173072 1197191 100% 

Source: MOCTCA, 2019 

3 SWOT Analysis: SWOT analysis of Tourism Sector of Nepal is presented in table 6. 

 

 

Table 4.166: SWOT Analysis of Tourism Sector of Nepal 

Strengths Weaknesses 

• Abundant existence of natural and 

cultural attractions, religious sites, World 

Heritage sites  

• Established image of adventure and 

cultural interest in emerging markets  

• Hospitable and welcoming nature of 

Nepalese as destination hosts  

• Operation of air services by foreign 

airlines connecting numerous cities in 

emerging market  

• Priority of the Government for the 

development of sustainable tourism  

• Favorable policies and institutional 

arrangements  

• Private sector investment fairly 

mobilized for tourism services and 

facilities 

• Lagging capacity expansion relative to 

targeted volume of tourists  

• Limited capacity of a single international 

airport in the country (TIA in 

Kathmandu) to accommodate growing 

national and international traffic 

• Poor surface transport infrastructure and 

limited road networks  

• Congestion at tourist sites due to absence 

of destination site management  

• Lack of local travel industry’s capacity 

to penetrate international market directly  

• Lower quality of tourism services in 

hotels, restaurants, local transport and 

others  

• Absence of hygiene codes for health 

safety  

• Limitation of supply of utilities such as 

electricity and water 

Opportunities Threats 

• Booming outbound market of 

neighboring countries  

• Adverse effect on Tourism if COVID-19 

reverts  
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• Niche in adventure tourism, eco-tourism, 

community-based tourism  

• Strengthening inter-sectoral linkages  

• Emergence of new segments such as 

Meeting Incentive Convention Event 

(MICE), education, health wellness, 

meditation and others  

• Gradual opening up of new tourist sites 

for expedition and trekking  

• Stability in the country with enhanced 

safety and security  

• Establishment of Bhairahawa airport as 

international airport provides additional 

air connectivity 

• Over and unplanned development 

around sites of tourist interest degrading 

attractions  

• Competition from emerging regional 

destinations (Bhutan, Myanmar, Tibet, 

India) 
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Chapter 5 

Trade Strategies 

 

Trade strategies are developed based on trade analysis conducted in chapters 2 and 3, SWOT 

analysis, review and assessment of strategies adopted by other countries and primary information 

collected from discussions, survey and past studies. 

5.1 SWOT Analysis 

A brief assessment of SWOT in Nepalese trade sector has been made. 

Strengths: 

1. Natural resource endowment 

2. Cheap and dedicated labour 

3. Unique products, skills and resources generating comparative advantages 

4. Favourable government policies and incentives to promote trade particularly exports 

Weaknesses: 

1. Fast rise in wages without commensurate rise in productivity 

2. Inability to take advantage due to lack of vision and efforts 

3. Government policies not always consistent and fluctuating without synchronizing with the 

situation 

4. Weak infrastructure 

5. Procedural difficulties 

6. Lack of incentives and returns 

7. Weak industrial and production base 

8. Lack of standardization and inability to adhere to meet specifications 

9. High costs of doing business 

10. Lack of promotion and efforts. 

Opportunities: 

1. Globalisation and the membership of WTO 

2. Nepal India Trade Treaty 

3. Improving access to see through China and Vizag 

4. Global rise in income level 

5. Conducive economic reforms leading to more favourable trading 

6. Political stability in Nepal. 

Threats: 

1. Increasing barriers to trade due to political high handedness for example the policies taken 

by the US to veer from international agreements and understandings 

2. Growing competitive advantage of competing countries 
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3. Threat of pursuing inward oriented strategies 

4. Possibility of labour and environmental issues linking with trade raising costs and 

mitigating competitive advantage 

5. Increasing reluctance of India to make free imports as indicated by the budget of 2020/21 

that incorporated IRS 2 duty per Kilowatt hour in power import from Nepal and Bhutan 

and promise to curtail importing of fresh agricultural products. 

 

5.2 Assessment of Export Import performance 

Many reasons were found responsible for relatively poor performance in the export front. Exports 

were not explained by agriculture production index, industrial production index, exchange 

conversion index and wage rate index (Bajracharya, 2020) meaning that exports are not strongly 

tied with production system in the country. The incentives and the policy framework partly 

explained the exports meaning that the right policies may definitely lead to enhanced exports and 

its sustainability. The major reasons however may be listed as followings: 

• Carpet export was severely affected by the issues raised by activists regarding the use of 

the use of child labour and azo dyes. 

• Garment exports were affected by the removal of quota system under the multi-fibre 

agreement with the establishment of WTO. 

• Pashmina exports were affected by inability of the producers to recognize the quality of 

Pashmina adequately. 

• Handicrafts exports were affected by lack of standardization due to variation in skills and 

inability to meet and service orders on time. 

• Many exports to India were resulted from tariff differences and hence with the change in 

tariff could not be sustained despite maintaining the rules of origin (ROO) and value 

addition conditions. 

• Incentives were erratic and not exactly designed as per the specific requirements of the 

products and services. 

• Agricultural and other primary product exports were affected by sanitary and phyto- 

sanitary measures and lack of in-country ability to test and certify them commensurate to 

WTO/treaty standards. 

• Non-tariff barriers for example delays in clearing at Nepalese as well as Kolkota/Haldia 

ports, excessive requirements of documents and delays in clearing documents and getting 

approval, excessive time taken even for containers for travelling 868 km to Kolkota and 

913 km to Haldia due to checking etc also affect the trade. 

Imports in Nepal are explained mainly by remittances, population, GDP, and foreign exchange 

conversion index. The most important factors noted are depreciation of Nepalese currency sharply 

while import needs of development goods, inputs, machineries and tools and fuel have become 

mostly inelastic meaning they will continue to grow. However increase in imports in food segment 

and other consumption is fueled by both lack of domestic ability to meet demand and by migrating 

labour which affected negatively inn production but the inflow of remittances fueled the imports. 
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5.3 Assessment of Trade Strategies of Other countries 

Trade strategies of various countries (included in Annex) revealed that they mainly adopted 

allocating adequate resources, creating institutional agencies to undertake defined tasks and 

providing incentives to promote exports. As an illustration, South Africa tries to promote through 

outright grants and assistance in the area of export marketing, foreign investment, technology 

development and acquiring. Nigerian strategies included trade and investment reforms, abolition 

of export duties, assistance through monetary and fiscal policies, introduction of duty drawback 

schemes and establishment of EPZ. Assistance included 100% retention of proceeds arising from 

exports, foreign input facility and export credit guarantee and insurance scheme, duty suspension 

grant, and export price adjustment scheme and subsidy for use of local raw material in producing 

export products.  

 

In case of Egypt, it concluded eight bilateral trade agreements, six with Arab countries, one with 

the EU, and a recent one with Turkey. Moreover, Egypt negotiated a preferential trade agreement 

with the United States of America.  These trade agreements guarantee the preferential treatment 

of Egyptian products in various markets and have a positive effect on the textile and clothing 

industry. These numerous trade agreements also protected the Egyptian textile and clothing sector 

from Asian competitors.  In addition to concentrating export efforts on these sectors, expansion 

into new export categories including wood and leather products, metal and engineering products, 

car components, electronics and intellectual property products such as information technology and 

e-commerce services are sought. Key lessons to be drawn from the experience of the Egyptian 

strategies and policies: 1. Preparation of a comprehensive development strategy, 2. Promotion of 

a conducive business environment in order to attract domestic and foreign investors, 3. Value chain 

development through skilled  labour force,  infrastructure improvement and quality control 

systems, 4. Export promotion and integration into global markets to stay competitive  in  the  global  

value  chain,  5.  Higher  share  of  value  added  products,  6.  Tax  incentives,  7. Modernisation  

and  industrial  upgrading  of  the  local  cotton  value  chain,  and  8.  Global  and  regional 

integration, the key driver for value chain development.   

  

 

Export promotion strategy is an industralisation strategy which encourages production for exports. 

As a policy of neutrality, it is bias between production for export and that for domestic 

consumption.  For the selected countries, the export promotion strategies are premised on the 

concepts of economic efficiency and competitiveness in the world market, and the initiatives are 

closely related to fiscal, trade, subsidies and wage policies. Nigeria’s initiatives related further to 

monetary and exchange rate policies. Although fiscal policy emphasises increased productivity 

and efficiency in the countries, it seeks reduction in the size of state through privatization of state-

owned enterprises. Unlike Nigeria which faces realistic exchange rate problem,  

monetary and exchange rate polices constitute no hindrances to the export promotion initiatives in 

South Africa and Egypt. Trade policies in all three countries emphasise the liberalisation of foreign 

and domestic trade. Unlike Nigeria and South Africa, Egypt’s trade direction is mainly the Arab 

world. Egypt focuses on technical assistance projects while Nigeria is entangled in crude oil 

projects and futile diversification efforts into non-oil exports. Nigeria’s export initiatives are 

saddled with economic measures and institutional support arrangements whereas the others 

enhance their initiatives realistically on various term basis and dimensions with appropriate fiscal 

and trade policy measures. For instance, South Africa’s  
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development through skilled labour force, infrastructure improvement and quality control systems. 

Some peculiar incentives, whose objectives have been outlined earlier, characterise South Africa’s 

export-oriented initiatives. These include:   Export Marketing and Investment Assistance (EMIA), 

Short-Term Export Finance Guarantee Facility (SEFG), Foreign Investment Grant (FIG), 

Technology and Human Resources for Industry Programme, Critical Infrastructure Programme, 

Bridging Finance Scheme, and Wholesale Finance.   

 

Trade strategy of Samoa  

 

Trade strategy of Samoa is integrated in the overall industrial development with the vision of 

sustainable development of Samoa through the mission of development of sustainable livelihoods 

and has defined four goals/pillars. The first pillar, improving industrial supply and productivity, is 

proposed to be attained through improved productivity and quality. The second pillar, increasing 

processing activities and value addition, is proposed to be attained by increasing the number of 

value added products and establishing quality standards and quality assurance schemes. The third 

pillar, establishing market access and visibility for Samoan products, is proposed to be attained 

through reduced cost of doing business, improved access to private sector support schemes, 

improved trade balance and improved labour mobility in foreign markets. The fourth pillar, 

strengthening sector coordination and planning, is proposed to be attained through coherent sector 

planning and policy formulation, accurate and timely sector statistics and planning, strengthening 

capacity of implementing agencies and integrating cross-cutting issues in the sector. 

 

Trade strategy for Nepal is developed as followings. 

 

5.4 Vision 

In the perspective the vision would be,  

Promoting trade on a sustainable way taking advantage of opportunities expected to emerge due 

to technological development and higher specialization and professionalization, economic 

reforms, higher economic development and prospect of the region to emerge as the largest 

economic region within two decades while being able to take protective measures in case of 

crises and barriers by other countries creating a strong regional and allied country base in order 

to generate higher growth, create adequate employment opportunities and alleviate poverty in 

order to attain the national vision of prosperous Nepal and happy Nepali. 

In brief, the elements of vision are, 

• Taking advantage of opportunities emerging from domestic resource endowment, growth 

of neighbouring countries (by 2030 China and India combined will be the largest economic 

zone of the world) and human resource development 

• Gearing trade as a foundation for equitable growth. 
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5.5 Mission 

The mission of Nepal’s trade development will be to impart higher quality of life and living 

standard to Nepali populace developing conducive international market enhancing 

opportunities to export while importing from the most competitive source that would be made 

affordable and sustainable taking advantage of diversification possibilities created by 

association with international , regional or bilateral possibilities to cushion the limitation of 

limited domestic market and taking advantage of rise in global consumption contributed by 

rising income and population particularly in the region itself. 

5.6 Goals 

• Enable to promote exports 

• Contribute to improve supply side capacity aligning it with the present and the future 

market needs, potentials and gaps 

• Contribute to develop and promote institutional capacity 

• Enable to develop trade infrastructure including policies, institutional infrastructure, 

physical, financial and technological environment including promotion of the enabling 

environment 

• Reduce imports and negative trade balance by adopting appropriate trade strategies 

5.7 Trade Strategy and Actions 

The core strategies will be, 

• Reduce import reliance by incentivising the production, processing and finishing activities 

particularly agriculture, industry and energy sector, 

• Declare and accomplish Nepal as a totally organic producer in the agriculture sector, 

• Develop, promote and incentivize domestic value chains, 

• Eliminate procedural risks and complexities by integrating documents, avoiding 

duplications and eliminating unnecessary facts/processes in order to simplify the processes 

and make them transparent and time bound, 

• Jointly engage with the private sector to develop market linkages and promote products 

and services, 

• Provide one time support and incentives for sustained development of exports and trade,  

• Coordinate with all production, logistics ministries and agencies and gear towards common 

strategies and actions incorporated in each ministry/sgency the relevany strategies and 

actions. 

Strategies Period Actions 

Market development and promotion 

• Identify market through periodic 

surveys, research and analysis 

 

Continuous  

 

 

• Prioritise surveys based on 

market growth, trade 

potential 
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potential markets with the private 

sector agencies/associations 

 

 

 

 

 

• Develop linkage with the market 

intermediaries through joint 

efforts with the private sector 

 

 

 

 

 

 

 

 

• Assist in positioning the products 

or services 

 

 

 

 

 

• Jointly promote in 

international/identified markets 

with the private sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Negotiate with the private 

sector agencies for joint 

funding and initiation 

• Allocate/budget resources 

• Conduct surveys 

• Develop strategies 

commensurate to the findings 

 

• Identify potential 

intermediaries jointly with 

the private sector 

institutions/bodies 

• Assess the potentiality and 

reach of the intermediaries 

• Negotiate 

• Enter into agreements 

 

 

 

• Study positioning strategies 

of competing 

products/services 

• Suggest the private sector to 

position accordingly 

 

 

• Prioritise the markets, 

products and approaches for 

promotion jointly with the 

private sector 

 

• Assess funding needs, timing 

and promotion strategies 

 

• Negotiate shares with the 

private sector 

 

• Govt may allocate a venture 

fund for promotion 

 

• The resources may be 

generated by budget 

allocation (could be taxing in 

the long period) or charge 

promotional surcharge of 

0.5% per annum on total trade 
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• Monitor, evaluate, correct and 

provide feedbacks on the 

efficacies of said strategies 

 

 

 

 

 

 

 

 

• Nepal could be better integrated 

into global value chains as a 

supplier of intermediate goods that 

are used in other countries’ 

exports  

 

 

 

 

 

 

 

 

 

• Exploit the potential of regional 

value chains by developing 

linkages with manufacturing firms 

in bordering states in Northern 

India (Uttarakhand, UP, Bihar, 

Bengal, Sikkim and the Northeast) 

and Tibet region of China 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

for three years and create an 

endowment fund or charge 

1.5% surcharge for one year 

on total trade for one year to 

create the endowment fund 

 

• TEPC monitor the results and 

efficacy every quarter 

• The Ministry monitor the 

strategies, results and 

outcomes bi-annually 

• Conduct third party 

monitoring once in every 

three years 

 

 

 

• Study global value chains 

jointly with the private sector 

• Identify the niche areas with 

better prospects with the 

private sector 

• Negotiate with concerned 

stakeholders 

• Facilitate 

agreements/contracts 

• Incentivise (preferably one 

time at the beginning) to 

engage in the identified niche 

area 

 

 

• Study regional value chains 

jointly with the private sector 

 

• Identify the niche areas with 

better prospects with the 

private sector 

 

• Negotiate with concerned 

stakeholders 

 

• Facilitate 

agreements/contracts 
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• All stakeholders must work in a 

durable value chain partnership. 

Serious efforts must be planned 

and implemented with the 

objectives of developing a 

conducive environment that 

would attract commercial ventures 

into primary sector. 

 

 

 

 

• Carry out value-chain analysis of 

potential products 

 

 

 

 

 

• Encourage the private sector to 

expand resources for marketing 

initiatives if necessary with time-

bound incentives to evaluate 

overseas markets and develop 

relationships to secure market 

opportunities, including active 

participation in investment/trade 

missions. 

 

• Integrate overseas trade 

promotions and investment 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

Medium 

 

 

 

 

 

 

Short 

 

 

 

 

 

 

 

 

 

Short/ 

 

• Incentivise (preferably one 

time at the beginning) to 

engage in the identified niche 

area 

• Provide conducive 

environment through 

establishing easy and 

transparent rules and 

procedures, establishing 

simple procedures  

 

 

• Continuous monitoring 

(regular by TEPC and 

Periodic by the ministry and 

other bodies 

• Conduct analysis jointly with 

the private sector 

• Enable the private sector to 

conduct these activities alone 

in the longer run 

 

 

• Provide tax or other relief on 

time bound basis for enabling 

promotion to destination 

markets 

• Monitor the efficacy of the 

strategy and improve 

strtegies 

 

 

• Encourage to develop 

package programmes 

• TEPC/Ministry/Investment 

board also develop package 

programmes 

• Identify preferential 

arrangements available by 

products/services and 

markets by TEPC/Ministry 

 

• Support/incentivize (one 

time) to avail such benefits 

 



167 

 

schemes into targeted packages 

for investors  

 

 

 

 

 

 

 

• Make use of the preferential 

treatment opportunities for LDCs 

included in the WTO TRIPS 

Agreement. Nepal has yet to draw 

benefits from any of the 

preferences open to it under 

TRIPS.  

 

 

 

• Utilize the provision of Service 

Waiver that has been already 

notified by more than 20 

developed and developing 

countries 

 

 

 

Capacity development 

• Adopt a cluster development 

approach, establish business 

incubators and encourage 

businesses to network and cluster 

to achieve economies of scale and 

reduce costs 

 

 

 

 

 

 

 

 

 

 

 

Medium 

 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

 

 

Medium/ 

Long 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Disseminate the benefits 

• Identify barriers to avail such 

arrangements 

• Jointly work with the private 

sector to overcome such 

barriers 

• Chalk commensurate 

strategies/actions 

 

 

• Identify preferential 

arrangements available for 

service waiver by markets by 

TEPC/Ministry 

• Support/incentivize (one 

time) to avail such benefits 

• Disseminate the benefits 

 

 

 

• Identify barriers to avail such 

arrangements 

• Jointly work with the private 

sector to overcome such 

barriers 

• Chalk commensurate 

strategies/actions 

 

 

• dentify potentials for 

clustering with the private 

sector 

• Identify locations 

• Allocate locations 

• Establish business incubators 

at DoI, DCSI, CSIDB, and 

also at regional/local levels 

according to product 

potential 

• Study scale potential and 

effects 

• Incentivise scaling efforts 

(mergers, acquisitions, 

specialization or 

disintegration taking into 

account input supply, 
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• Promote productivity with 

reduced administrative processes, 

procurement and use of right 

inputs, appropriate and efficient 

technology and competitive 

financing 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Phase the development of 

prioritized products 

 

 

• Develop and implement a 

National Industry Development 

Strategy/Industrial Policy to focus 

on enhancing value addition to 

products in areas which have 

comparative advantage and ensure 

that the necessary investment 

climate in terms of infrastructure, 

legislation is strengthened 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

Short 

 

 

 

 

 

 

 

 

 

 

 

 

 

logistics, employment and 

investment effects and 

taxation and other 

considerations) 

 

 

• Encourage adoption of 

appropriate and efficient 

technology through 

accelerated depreciation 

strategies 

• Encourage training and 

upgrading of labour 

• One or two times jointly 

engage with the private sector 

for skill upgrading 

• Incentivise (one time) for 

productivity enhancement 

initiatives 

• Allocate more resources for 

R&D 

• Encourage R&D with 

incentives 

 

 

 

 

• Identify prioritized 

products/services by markets 

 

 

• Prepare a perspective 

industry development plan 

linking to 

comparative/competitive 

advantage with high potential 

for implementation 
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• Promote the development of 

micro, small and medium 

enterprises (MSME) and 

implement macroeconomic 

policies and practices that are 

consistent with the national 

objective of increasing exports 

and enhancing competitiveness.  

 

 

 

• Encourage to use full capacity and 

available resources 

 

 

 

 

 

 

 

 

 

 

 

• Enhance the business mind-set 

and capacity among business 

entities, farmers and traders 

 

 

 

 

 

 

• Commercialise agriculture 

 

 

 

 

 

Quality assurance 

• Improve the National Quality 

Infrastructure (NQI) including 

quarantine facilities to conform 

PSP compliance requirements to 

 

Continuous 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

Medium 

 

 

• Develop new MSME policy 

• Standardise quality and 

outputs 

• Cluster production activities 

and link to scale 

• Link to exports by 

incentivizing at the beginning 

 

 

 

 

• Identify capacity utilization 

situation 

• Incentivise only those that 

perform at satisfactory or 

above levels 

• Discourage generating high 

capacity without potential of 

utilization if necessary by 

taxing (extra) or other 

measures 

 

 

 

• Encourage 

professionalization 

 

 

 

 

 

 

 

 

• Enable cluster farming or 

commercialsed operations 

• Avail water (irrigate all low 

lands) 

• Tax or punish in case of non-

use or keeping land fallow 

 

 

• Enhance the capacity of the 

testing labs to international 

levels 
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boost competitiveness and 

facilitate entry into GVCs  

 

 

 

 

 

 

•  Establish quality standards 

particularly from export and 

market demand perspectives 

 

 

 

 

 

 

• Improve quality assurance 

standards for key processing 

industries  

 

 

 

• Establish quality standards for key 

service sectors 

 

 

 

 

• Ensure periodic quality 

monitoring 

 

 

 

 

 

 

 

 

 

• Enhance technical advice and 

capacities to agro-based and 

primary exports 

 

 

 

 

 

 

 

 

 

 

Short/ 

Medium 

 

 

 

 

 

 

Medium/ 

Long 

 

 

 

 

Long 

 

 

 

 

 

Medium 

 

 

 

 

 

 

 

 

 

 

Short 

 

 

• Adhere to global SPS 

standards 

• In case of inability in all 

aspects, strengthen capacity 

to specific agri/dairy and 

meat products 

 

 

• Establish export 

standards/benchmarks for 

key products/services 

• Establish quality standards 

• Establish processing 

standards 

• Monitor and take action in 

case of infringement 

 

 

• Establish quality agencies 

commensurate to quality 

standards 

• Monitor quality 

 

 

• Establish technical capacity 

agency at Ministry of 

Agriculture/Livestock and 

Birds including at provincial 

and local levels 

 

• Increase access to technical 

services 

• Encourage commercial 

services 

• Incentivise one time for 

innovation/technical 

reengineering and 

expansions/ scale operations 

and productivity 

enhancement 

 

• Enable digital registration of 

industries  

• Start with MSMEs 
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• Incentivise to ensure efficient 

production operations 

 

 

 

 

Reduce cost of doing business 

• Develop a central registration 

system with online registration.  

 

 

• Develop simple business set-up 

processes and streamline them on 

electronic platforms 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Develop and promote online 

customs clearance with continued 

modernization of customs 

procedures and facilities 

 

 

 

 

 

 

 

 

 

 

 

 

 

Medium 

 

 

 

 

 

 

Short 

 

 

Short 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Medium 

 

 

 

 

 

• Identify barriers in current 

processes 

 

• Simplify processes 

integrating processes and 

removing duplicating 

unnecessary information 

 

• Enable to register at local 

levels at least for Micro, 

small and cottage industries 

with simple five or six points 

eg location, size, activity, 

investment, ownership, input 

source. 

 

 

 

 

 

 

• Develop digital platforms for 

online clearance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Start online clearance based 

on prioritized products 
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• Continue process simplification, 

document requirements and 

standardizing with international 

compatibility 

 

 

 

 

• Review national tariff structure to 

reduce tariffs on inputs and capital 

goods for local production process 

and create an investment 

environment for export  

 

• Reduce or eliminate custom duties 

on products that are key for the 

prioritized sectors after carefully 

analyzing its fiscal implications. 

 

 

• Facilitate access to imported 

inputs by reducing tariffs on key 

raw materials and intermediate 

products after considering the 

impact on fiscal revenues  

 

 

• Continue improvement in trade 

infrastructure prioritizing 

products, transit and processes 

 

 

 

 

 

 

 

 

 

Labour 

• Enhance the skill and productivity 

of labour by encouraging the 

private sector or jointly working 

with the private sector 

 

Short 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

Medium 

 

 

 

 

 

 

Medium 

 

 

 

 

Short/ 

Medium 

 

 

 

 

 

 

 

 

 

 

 

Short 

 

 

• Simplify processes, 

documents required and 

make then process 

transparent 

• Harmonise with international 

standards including 

document requirements 

 

 

• Reduce tariffs for export 

items to 1% 

 

 

 

 

• Study tariff structure 

including implications 

• Reduce tariff with high 

export potential 

 

 

 

• Study tariff structure 

including implications 

• Reduce tariff with high 

export potential 

 

 

• Improve road/transport 

quality around the customs 

area 

• Link the quality access with 

national/regional transport 

links 

• Improve storage facilities 

• Auction abandoned 

commodities quickly 

• Improve electricity and other 

access in customs areas 

• Improve safety/security 

 

• Provide incentives (one time) 

to productivity drive 

measures 
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• Enhance the efficiency of the 

labour making it compatible with 

returns 

 

 

 

• Address the existing imbalance 

between labour supply and labour 

demand. Enhance the relevant 

skills acquired by the workforce as 

needed in the export sector. 

 

 

• Enhance the skill of Nepalese 

labour for migration and accredit 

with certification schemes 

compatible to international 

standards 

 

 

 

 

Incentivise exports 

• Incentivise export oriented 

products for value addition 

initiatives, market exploration and 

development activities and 

entering into new markets or for 

market expansions 

 

 

 

• Reward consistent export 

performances, export growth and 

remarkable initiatives 

 

 

 

 

 

 

 

 

 

 

Medium 

 

 

 

 

 

Medium 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

Short/ 

Medium 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

• Jointly engage in training 

skill upgrading of labour in 

industries 

 

• Identify, promote and 

disseminate efficient 

technologies, processes and 

efficiency improvement 

measures 

• Identify skills required and 

gaps in skills 

 

• Jointly strategies with the 

private sector to meet the gap 

• Identify major marketable 

skills in destination market 

perspective 

 

• Inculcate skills establishing 

quality benchmarks 

• Develop incentive system for 

exports based on value 

addition, market potential, 

backward linkage and 

employment potential 

• Provide incentives, one time 

up to three years to sustain in 

the market 

 

• Reward for largest export, 

longer term consistency, new 

market development and 

innovation 

 

 

 

 

 

• Reward for consistency 
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• Reward top ten products, firms, 

high employing agencies and with 

strong backward linkages 

 

• One time support be planned for 

infrastructure development, SEZ 

operation, or other appropriate 

activities 

 

 

 

 

• Monitor incentives continuously 

and be aware from misuse. 

 

 

 

 

• Efficient implementation of 

assistance schemes administered 

through the Sector and research 

into other new incentives in 

accordance with the need of 

industries.  

 

 

• Develop, review and promote 

government assistance schemes 

geared towards the private sector 

to have a level playing field in 

terms of incentives and assistance 

between foreign and local 

investors.  

 

 

 

• Develop a financing strategy to 

assist the transition of small 

businesses for expansion and 

sustainability  

 

 

• Increase access to Competitive 

Financing 

 

Continuous 

 

 

 

Continuous 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

Medium 

 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

Short 

 

• Establish reward for 

employment, backward and 

forward linkage 

 

• Incentivise one time for 

infrastructure development, 

SEZ or cluster operation or 

other certified innovations 

 

 

 

 

• Monitor performance/results 

and outcomes 

• Revise monitoring and 

incentive strategies based on 

findings 

 

 

• Monitor schemes 

• Revise schemes 

 

 

 

 

 

• Identify gaps between 

domestic and international 

operators 

• Develop and implement gap 

mitigation strategies 

• Bring one window policy 

both for domestic and foreign 

investors 

 

 

• Facilitate graduation and 

expansion of MSMEs 

through easy finances (time 

bound partial contribution 

may be made by the 

government) 

 

• Ease financing to 

industrial/export sector with 
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Encourage FDI 

• Simplify processes and make one 

window truly in letter and spirit 

 

 

 

 

• Encourage FDI in the export 

sector 

 

 

 

 

• Encourage FDI in agriculture for 

defined activities, export 

orientation and market 

development. 

 

Coherent sector planning and policy 

formulation 

• Develop and implement measures 

and strategies to improve the 

participation of Nepalese services 

industry in international services 

trade  

 

 

 

• Strengthen the e-commerce 

regulatory framework & 

regulations.  

 

 

 

 

• Review trade and other relevant 

commercial laws to create and 

support a dynamic trade sector  

 

 

• Undertake design and 

implementation of Special 

 

 

 

 

Short 

 

 

 

 

 

Short/ 

Medium 

 

 

 

 

Short 

 

 

 

 

 

 

Medium 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

Short/ 

Long 

 

 

 

Medium 

industry/export friendly 

financing policies working 

with Nepal Rastra Bank 

 

• Make the one window really 

one window/one stop 

• Assist in mobilizing land and 

other logistics 

 

 

• Encourage FDI in 

industry/export  

 

 

 

 

• Allow FDI in agricultural 

sector with export 

compliance of 80% or 

appropriate level 

 

 

 

 

• Identify service areas with 

comparative/competitive 

advantage 

• Identify niche service areas 

• Identify markets 

• Negotiate and position 

• Monitor 

 

• Review existing laws, 

regulations, mechanisms and 

platforms 

• Take corrective measures 

 

 

• Review existing laws, 

regulations, and mechanisms  

• Take corrective measures 

 

 

 

• Establish SEZ for Exports 
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Economic Zones (SEZ) focusing 

competitive tax and incentives 

regime; zone development and 

administration; environmental 

sustainability and climate change 

mitigation; and labour market 

productivity. 

 

• Take necessary legal and 

regulatory reforms related to 

service trade in order to facilitate 

Nepalese service providers to 

explore and exploit potential 

market 

 

 

Strengthen capacity of sector 

implementing agencies 

• Develop monitoring and 

evaluation framework with Sector 

Implementing Agencies to guide 

and monitor their role in terms of 

compliance with their relevant 

mandate.  

 

• Create capacity to address 

Technical Barriers to 

Trade/Competition/Metrology.  

 

 

• Develop the capacities of private 

sector institutions to effectively 

engage with government on trade 

policy formulation  

 

• Enhance the capacity of the Sector 

Implementing Agencies to meet 

the implementation requirements 

of the Sector policies  

 

• Enhance the country capacity to 

Implement its WTO obligations 

and effectively engage in trade 

negotiations through close 

collaboration with relevant 

 

 

 

 

 

 

 

 

 

Medium 

 

 

 

 

 

 

 

 

Short 

 

 

 

 

 

Medium/ 

Long 

 

 

 

Medium 

 

 

 

 

Short 

 

 

 

 

Short/ 

Medium 

 

 

 

• Encourage industries to be 

established in SEZ with 

proper laws, simplified 

systems and necessary 

logistics 

 

 

 

• Identify needs of the specific 

service sector 

• Correct laws, rules and 

mechanisms 

 

 

 

 

 

 

• Review existing monitoring 

mechanisms 

• Improve the mechanisms 

• Allocate specific agencies 

with clear mandate 

 

 

 

 

 

• Identify capacity gaps 

• Promote technical capacity 

jointly with the private sector 

 

 

• Strengthen capacity of the 

private sector  

 

 

 

• Identify needs based on 

defined roles/improved roles 

• Incapacitate the agencies 
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institutions (including 

international). 

 

• Improved border operations and 

Customs Control Area (CCA)  

 

 

 

• Strengthen the individual capacity 

of the officials of the MoC and 

other government agencies to deal 

with various trade-related matters 

 

• Improve inter-agency 

coordination among government 

agencies, private sector and 

Development Partners  

 

• Monitor and evaluate of the 

implementation of trade-related 

policies and strategies at regular 

intervals 

 

• Enhance the representation of 

MoC in strategic forums and 

mainstream trade as one of the 

priorities of Nepalese missions 

abroad. 

• Enhance the negotiation capacity 

at international forums including 

right representation. 

 

Trade Linkage and transit related 

strategies 

• Introduction of a multi-modal 

transport plan 

 

 

• Increased spending for road 

maintenance and investment in 

new highways and transport 

infrastructure  

 

 

 

 

 

Medium 

 

 

 

 

Short/ 

Medium 

 

 

 

Short 

 

 

 

 

Continuous 

 

 

 

 

Short 

 

 

 

Continuous 

 

 

 

 

Continuous 

 

 

 

Continuous 

 

 

 

 

 

 

• Identify gaps beween 

commitmenbt and the 

existing situation 

• Prioritise actions 

• Implement 

 

 

• Identify gaps 

• Pioritise actions 

• Implement 

 

• Identify needs 

• Pioritise actions 

• Implement 

 

 

• Identify gaps 

• Implement 

 

 

 

• Review existing mechanisms 

• Improve 

 

 

 

• Identify needs 

• Take initiatives 

• Make right representation 

 

 

 

• Train, upgrade and provide 

exposure 

• Develop expertise and sustain 

 

 

• Identify gaps in policies, 

mechanisms 

• Improve 

 

• Identify needs 

 

• Prioritise 
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• Rationalizing and lowering 

expenses at the Birgunj ICD in 

order to make it price competitive 

for exporters and traders 

 

• Registering Birgunj ICD with the 

World Maritime Organization as a 

dry port in order to recognize Bills 

of Lading issued at the ICD 

 

 

• Negotiating a South Asian 

Regional Transit Agreement 

 

• Research, study and document 

including cost analysis for using 

availed Chinese ports including 

potential markets and products, 

volume implications 

 

• Use Vizag and Dhamra ports 

enhancing transport linkages to at 

least one border point say Birgunj 

ICD or Bhairahawa including 

analysis of possible effects. 

 

IPR 

• Establish a separate IP Authority 

integrating all IP responsibilities. 

At present, IP responsibilities are 

scattered among several ministries 

which tends to undermine the 

ability of Government to bring 

strong focus and resources to this 

important area  

 

• Organize effective campaigns to 

explain the importance of and 

encourage the use of IP 

protections, including collective 

trademarks or other tools, among 

priority export sectors 

 

 

Institutional Strengthening 

Ministry 

Short 

 

 

 

 

Short/ 

Medium 

 

 

 

 

Medium 

 

 

Short/ 

Medium 

 

 

 

 

Medium/ 

Long 

 

 

 

 

 

Long 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

• Upgrade to global standards 

 

• Make the tariff/charges 

competitive 

 

 

 

• Identify activities/processes 

needed 

• Estimate time and 

implications 

• Register 

 

 

• Develop plan and strategise 

• Start negotiating 

 

• Initiate studies 

 

 

 

 

• Conduct studies 

• Identify requirements 

• Conduct feasibility 

• Strategise and negotiate 

• Plan use 

 

 

• Identify needs 

• Strategise and plan 

• Make laws and regulations 

• Establish and operate 

 

 

 

 

 

• Develop campaigns 

• Launch 

•  
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• Enable to review, develop timely 

policies and designated actions 

including market development 

and promotion, negotiating and 

coordinating with all related 

agencies ministries horizontally 

and vertically 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Departments  

 

 

 

 

 

 

 

 

 

TEPC 

• Establish a national networking 

database under TEPC  

 

• Rather than collecting data, 

analyse and provide feedback 

based on customs data 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

Short 

 

 

 

Short 

 

 

 

 

 

 

 

 

• Enhance budgetary allocation 

at least to Rs 6 billion in the 

first year of the 

implementation of strategy to 

undertake designated tasks 

• Train and upgrade skills in 

multifarious dimensions 

• Specialise and retain human 

resources 

• Represent in relevant policy 

making bodies 

• Coordinate with production 

ministries 

• Enable specialization 

particularly trade strategy, 

negotiations and among 

human resources and retain 

them 

• Enahance monitoring 

capacity, develop monitoring 

calendar and schedule and 

implement. 

 

• Enhance capacity (physical, 

financial and human 

resources) 

 

• Monitor (develop monitoring 

calendar and schedule and 

implement. 

 

 

 

 

• Establish data networking 

among TEPC, Department of 

Customs and NRB 

 

• Department of Customs 

should maintain data, share 

with TEPC (if needed formats 



180 

 

 

 

• Review, research and update 

investment opportunities to be 

promoted.  

 

• Conduct market surveys jointly 

with the private sector 

 

 

 

 

 

• Work on developing market 

linkage to identify markets for 

identified products jointly with the 

private sector 

 

 

 

 

• Promote and enhance market 

linkage jointly with the private 

sector 

 

 

 

 

• Conduct research, analyse and 

disseminate  

 

• Support private sector to develop 

product market strategies on 

specific product/service/market 

basis 

 

 

 

• Analyse the effectiveness of 

incentives, support systems and 

suggest  MoCS 

 

 

 

 

Continuous 

 

 

 

Continuous 

at least in 

the short 

and 

medium 

run 

 

Continuous 

at least in 

the short 

and 

medium 

run 

 

 

Continuous 

at least in 

the short 

and 

medium 

run 

 

Continuous 

 

Continuous 

at least in 

the short 

and 

medium 

run 

 

Continuous 

 

 

 

 

 

could be improved to meet 

analysis requirements) so 

TEPC can analyse publish 

relevant results 

 

• Conduct research including 

in identified areas 

 

 

 

• Conduct market surveys 

jointly with the private sector 

based on needs and priorities 

 

 

 

• Initiate market linkage and 

market development jointly 

with the private sector based 

on needs and priorities 

 

 

 

 

• Promote in destination and 

potential markets jointly with 

the private sector based on 

needs and priorities 

 

 

• Engage in research and 

development activities as 

identified in the strategies 

• Identify needs 

• Plan and strategise 

• Support 

 

 

• Conduct evaluative studies 

• Suggest 
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• Analyse the need for new 

incentives, subsidies, or support 

schemes and suggest to MoCS 

 

 

 

 

• Analyse the trade infrastructure, 

transit, agreements, performances 

periodically and suggest the 

government and the private sector. 

 

 

Import substitution strategies 

• Enhance domestic need 

fulfillment in the agriculture 

sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Encourage agricultural activities for 

export 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

• Identify needs 

• Prioritise 

• Suggest 

 

 

 

 

• Conduct evaluative studies 

 

• Suggest improvements 

 

 

 

• Avail water in all cultivable 

area with the first priority to 

Tarai and inner Tarai and 

valleys 

• Ensure efficient input supply, 

public or private or mixed and 

make it commercial with 

strong monitoring and quality 

adherence 

• Encourage commercial 

farming 

• Avail adequate technical 

support for farming, 

horticulture and livestock 

farming 

• Reward for productivity 

gains 

• Make the wages competitive 

 

 

 

• Define quality benchmarks 

• Provide incentives for export 

• Promote conducive 

environment, logistics and 

necessary infrastructure 

including for SPS measures 

• Reward performance 
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Encourage import substituting industries 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Develop and harness water resources of 

the country 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

• Simplify establishment 

processes overcoming 

existing barriers 

• Reduce costs for acquisition, 

infrastructure development 

• Facilitate acquisition of 

efficient technology, 

processes 

• Enhance productivity of 

labour including by joint 

training with the private 

sector 

• Encourage production in 

scales 

• Incentivise priority areas or 

areas with potential 

 

 

 

• Develop water resources for 

drinking water, irrigation and 

energy production 

• Nepal government should 

select priority projects 

(cheaper) and invest for 

production up to 5000 mg, 

Nepalese private sector to 

10,000 mg and FDI or joinyt 

venture for 25000-35000 mg. 

• High speed efficient 

transmission lines should be 

gradually developed 

• Work on replacing all 

vehicles to be using clean 

energy by 2050 (2040?) and 

for next ten years provide 

rebates on import duties for 

vehicles using clean energy 

revoking budgetary decision 

of 2077/78 budget 

• Provide licenses or ease 

registration of industrial and 

other activities using clean 

energy 
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Promote, develop and sustain domestic 

value chains  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Other strategies 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Continuous 

 

 

• Tax non-clean energy more 

• Reduce domestic use cost of 

electricity 

• Reduce the electricity tariff at 

about 20% less than in South 

Asia to attract investors and 

compensate for barriers and 

difficulties 

 

 

• Develop and draw value 

chain maps for major 

products 

• Identify gaps and problems in 

each stage 

• Initiate overcoming measures 

• Provision support for such 

development 

• Facilitate linkage with local 

market as well as export 

market 

• Extend one time 

support/incentives to promote 

value chain developments 

 

 

• Discourage imports of 

unnecessary and luxurious 

goods if needed through tax 

measures 

• Monitor imports 

• Identify areas where easy 

replacements are feasible. 
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Chapter 6 

Implementation Strategies 

One of the concerns raised by the private sector and other stakeholders across the board during the 

discussion of the draft Vision 2030 document was the implementation of the plan in action. Past 

experience has shown that policies and plans are made, but their implementation has been weak. 

A gap has been noticed in embracing the plans particularly when the leadership changes. Thus, the 

detailed implementation plan of the strategic actions suggested in this document along with their 

resource implications needs to be worked out. For framing a detailed implementation plan in this 

regard, some approaches have been suggested as follows: 

 

Implementation Strategy 

In order to implement the defined strategies, following implementation guidelines are provided. 

• A team should be created to implement the strategies. 

• The strategies should be operationalized by prioritizing strategies/activities. 

• Concerned agencies should work together and spell out specific time bound actions. 

• Defined tasks should be allocated to concerned agencies along with requisite financial and 

human resources. 

• The effects of the task should be monitored and feedback/corrections initiated. 

The strategies are organic and hence need to be improved corrected contextualizing it and with the 

trends and trade sector performance. 

 

Dissemination among Stakeholders 

The implementation of the plan becomes effective if it is owned by the stakeholders. Dissemination 

and sharing of this document among the stakeholders all over the country, including the 

government agencies and the private sector, is, thus, the first step towards its implementation. 

 

Preparation of the Detailed Implementation Plan 

It is essential to devise short term, medium term and long term strategies and actions. For doing it 

a team has to be formed to review this document and develop a detailed implementation 

framework. The team will review the strategies and actions, and suggest an implementation 

framework for short term, mid-term and long term. Such framework should include suggestions 

for: 

1) Policy revisions to be made to implement the strategies and actions of this document 

2) Implementation procedures with the specific mention of the responsible agencies and 

individuals to implement the plan. 

3) Identification of changes required in laws, policies, procedures and initiating/suggesting 

these changes. 
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4) Time frame for implementing each strategies and actions  

5) Estimated cost and budgetary sources for each strategies and actions 

  

Prioritization of the Actions 

Identify and prioritize the strategic actions that can be implemented in the existing circumstances 

on short term basis and ask the respective agencies to form detailed plans of action. Probably it 

may be more appropriate to select a few strategies/tasks by the top authority to create a basis for 

impromptu implementation. Of course, the strategy paper suggests strategies and actions for short 

(up to three years), medium (three to five years) and long (more than five years). Such plan will 

include the list of the specific actions in each area, changes required in the existing rules and 

regulations, timeline and projected budget for their accomplishments. The existing guidelines can 

be changed, if needed, with immediate effect. 

 

Policy Review 

In order to fully execute the strategies and actions of this document, existing rules and regulations 

may need to be reviewed and revised. Thus, there is need to form a policy review committee with 

immediate effect so that the implementation of the actions and activities of this document comply 

with the rules and regulations both in short term and long term.  

 

Linkage among Short-term, Mid-term and Long-term 

In order to sustain the continued implementation of the strategies and actions of this document 

particularly during the change of high level leadership in the executive positions, transitional 

strategies need to be worked out by establishing a strong linkage among short-term, mid-term and 

long-term plans including thorough sharing of the strategies, actions and processes with the 

succeeding management.  

 

Motivation and Readiness to Change 

Change requires readiness among the stakeholders, and people involved in the process of change 

need to retain their motivation. Work on the strategies in this regard by creating the incentive 

package both for the private sector and the government personnel.  

 

Periodic Monitoring and Review of the Status of Implementation 

In order to ensure the effective implementation of the strategies and actions of this document in 

their true spirit, periodic monitoring and review is suggested by defining milestones. Such review 

should focus on the status of the overall implementation of the plan, assess the progress made so 

far and address the emerging issues and challenges so that the continuing implementation is 

feasible incorporating the suggestions and the ways out. Besides, this being an organic document, 

these reviews should help improve the vision-strategies to make them pertinent, result oriented 

and timely. 


