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1.0	 Introduction 

Nepal’s international market access has improved over the years. As per the Global Enabling Trade Report 
2016, Nepal’s international market access index was 1.0 out of 136 countries. Similarly, in the five years after 
2011, the margin of preference in international markets increased from 67.9 to 89.9. Nepal’s trade-weighted 
customs rates have also decreased gradually. The factors behind improved international market access are 
favorable bilateral and multilateral agreements and the concessions available to Least Developed Countries 
(LDCs). 

However, Nepal’s export performance has not been satisfactory. Nepal’s Export Value index has remained 
largely steady compared with similar countries (Table: 1). The export volume index has declined while the 
same for Laos has increased by 10 folds. Openness in Trade measured as a ratio of total international trade 
and Gross Domestic Product (GDP) increased by 10 percent in a decade and reached 40.65 percent in 2020. 
Nepal’s International Market Access index was 3.03 in 2000, which reached 3.55 in 2017. This index is derived 
from the total number of products of Nepal exported to different countries divided by the number of countries 
that import such goods. This indicates Nepal’s low capacity for accessing potential export markets.

Table 1: Export Value Index

Country 2000 2005 2010 2015 2020

Bangladesh  100.00  145.52  300.43  506.79  525.59 

Cambodia  100.00  222.50  370.16  614.80  1,238.98 

Lao PDR  100.00  167.44  528.71  1,116.02  1,851.27 

Nepal  100.00  107.37  106.44  89.64  1106.46 

Rwanda  100.00  235.13  560.89  1,286.84  2,655.63 

Sri Lanka  100.00  116.88  158.41  194.22  186.03 

Vietnam  100.00  224.00  498.77  1,119.00  1,952.12 
Source: World Development Indicators, 2020

Nepal’s export destinations have remained more or less unchanged for a long time. Eighty percent of total 
exports are destined to India, and in the past five years, this has increased by 34 percent. Before 1990, Nepal’s 
goods and services exports were below 10 percent of GDP and imports were also low. Still the current account 
deficit had reached about eight percent. Exports began growing following the economic liberalization that 
began in 1992 and had reached 2.63 percent of GDP in 1996. In recent years, export growth has remained 
negligible while imports have increased at high rates.

Increasing exports have remained the major focus of trade policy ever since the start of periodic planning 
in Nepal. Until 1991, Nepal did not have a trade policy. The first Trade Policy 1992 adopted the economic 
liberalization policy and took initiatives to remove the barriers to trade. The Trade Policy of 2009, Nepal’s 
second, took more wider approach compared to the 1992 policy. The Trade Policy of 2009 had created a 
conducive environment to enable Nepali products to compete internationally, increase exports to reduce the 
trade deficit, increase income and employment opportunities, and establish an interrelationship between 
domestic and internal trade as its major strategies. 

Implementation of this strategy led to major reforms in trade facilitation, development and implementation 
of customs infrastructure and processes, and quality standards. For the first time ever, road projects were 
implemented for facilitating trade. However, not much was done towards building recognition for Nepali 
products in international markets, strengthening domestic supply chains, and building other trade-supportive 
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infrastructure. As result, even though some major initiatives had been undertaken, the overall goals remained 
unachieved and both the trade and current account deficits continued to widen. 

The third Trade Policy was  formulated  in 2015. The main objectives of this policy was to secure the concessions 
available to LDCs, harmonize sectoral policies to reduce the trade deficit, strengthen services trade, and to 
take necessary measures to safeguard and protect intellectual property.

Alongside the trade policy and in preparation for joining the World Trade Organization (WTO), in 2003, 
Nepal undertook the Nepal Trade and Competitiveness Study, based on which the Nepal Trade Integration 
Strategy (NTIS) was prepared. However, an evaluation of this strategy in 2010 suggested that implementation 
had not been satisfactory, and the major reasons for that were: (1). Inadequate human and financial resources 
for implementation, (2). Non-inclusion of the proposed activities in the Periodic Plan and the Medium 
Term Expenditure Framework (MTEF), (3). Inability to get assistance for trade, and (4). Weak inter-agency 
coordination. The NTIS was formulated in 2010 immediately after the Trade Policy 2009. The strategy had 
added nine more goods and services to the list of exportable goods and services in the trade policy.

NTIS 2010 was ambitious to some extent. There was visible progress primarily in improving trade and customs 
infrastructures, trade facilitation, and the formulation and implementation of quality standards. But the overall 
economic goals could not be achieved. NTIS 2010 was revised after six years and a new one was prepared in 
2016. However, the export growth of goods identified by the strategy remained low compared to the overall 
growth of exports. Some of the important activities proposed by the strategy also remained incomplete, and 
some newer issues have also emerged. 

The introduction above provides a context for formulating the Nepal Trade Integration Strategy 2023 (NTIS 
2023), which has also taken into consideration some new contextual issues:

a.	 There has been continuous increase in the balance of payments deficit and the pace of depletion of 
foreign exchange reserves resulting in a current account deficit.

b.	 The export growth rate of products and services identified by the NTIS has remained weak despite an 
increase in the overall export growth rate for the last two years. 

c.	 Nepal will lose international trade related facilities provided to LDCs after graduation to a developing 
country in 2026.

d.	 Since the country is now under a federal system of governance, new opportunities have emerged for 
building domestic supply and value chains, and

e.	 In light of adequate examples that trade contributes to poverty reduction and inclusive development, 
it has become necessary to update the strategy with gender empowerment and social inclusion lenses.

Formulation of NTIS 2023 involved the different actions and analysis of various issues as listed below:

1.	 Review of macro economic and development policies for expanding international trade and its 
integration in global trade.

2.	 Federalism, graduation to a developing country, and measures for enhancing trade capacity on 
economic diplomacy.

3.	 Reforms required in labor, social inclusion and markets for building competitive capacity of 
marginalized groups in trade, and equitable distribution of the benefits of trade. 

4.	 The current situation of trade infrastructure development, trade facilitation and reform measures.
5.	 Reforms required to make Nepali products competitive to enter the markets of trade partner countries 

in the context of their quality standards in food and agriculture.
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6.	 Policies and institutional reforms for improving quality testing infrastracture of industrial products, 
and enforcement of quality standards.

7.	 Reforms required to make conducive regulatory environment for foreign investment promotion, 
investment facilitation, good governance and protection of intellectual property.

8.	 Preparations, recommendations and possibilities for adopting Industry 4.0 and 5.0 for reducing the 
costs of production and trade, ensuring quality products and regular supplies. 

9.	 Identification of products able to compete in international markets and measures to develop emerging 
products.

10.	 Identification of services able to compete in international markets and measures to develop the service 
sector, and

11.	 Implementation mechanism and modality.

A budget required to implement the strategy has also been estimated and a Trade Sectorwide Approach 
(SWAp) has been recommended for mobilizing foreign aid considering the low internal resources availability 
for strategy implementation.
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2.0	 Coherence of macroeconomic and development 
policies for trade integration 

All macroeconomic and development policies – particularly monetary policy, fiscal policy, agriculture, 
livestock, forest and environmental management policies – need to be supportive for trade promotion. Labor 
laws and regulations, industrial promotion, foreign investment promotion, protection of intellectual property 
and quality standards, and enforcement are also important. All of these policies and standards have been 
analyzed in the respective sections. This section has attempted to review and identify areas for reform in 
monetary, fiscal, agriculture and forest policies.

Despite limitations, Nepal’s monetary policy has demonstrated flexibility in supporting the export sector. 
Salient features of the monetary policy are simplification of payments for raw materials import, facility to 
obtain loans in convertible currencies, foreign exchange facilities for business transactions abroad and special 
refinancing facilities for export industries. The policy also has provisions for issuance of advance payment 
certificates for two years, which can be extended by an additional year if export is delayed. 

Monetary policy can further incentivize export businesses by addressing a few additional issues. At present, 
there is a provision allowing exporters to retain five percent of the export income in foreign currency abroad 
for establishing showrooms and for business representation. Especially, companies involved in exporting 
information technology (IT) related services require additional funds for their offices abroad. There is a 
practice of booking service trade in foreign countries due to prohibitions on sending foreign currency out, 
once it has entered Nepal. There is a need for flexibility with conditions to resolve this matter. 

Export industries and service companies can import raw materials and machinery on credit and can make the 
payments later. But the time allowed is not sufficient. Evidence of neighboring countries shows that extending 
this period can be supportive for export businesses.

Exporters of IT services need to establish a permanent units abroad for official purposes. But there is no 
provision for purchasing capital goods and equipment required in such foreign units through Letter of Credit 
issued in Nepal. IT service businesses can increase their exports if arrangements are made to allow payments 
from Nepal at the recommendation of the concerned regulatory agency for goods – required by foreign unit 
of a Nepali company – purchased abroad. 

There are no special export financing arrangements other than the regular banking system. An Exim Bank has 
not been established in Nepal even though the matter had been raised in the past. Even if an export-import 
bank cannot be established immediately, it is necessary to make a special arrangement for export financing 
utilizing the existing institutional mechanisms for promoting exports.  

Public expenditure and taxation arrangements in the fiscal policy support export promotion. With regard 
to public expenditure, implementation is the major problem. Further, the development of export-related 
trade infrastructure remains inadequate. The pace of establishment and operation of Special Economic Zones 
(SEZs) and export processing zones has been slow. It is necessary to enhance investment in trade supportive 
infrastructure and strengthen implementation capacity to reduce the costs of doing business. Scope and 
amount of cash incentivies provided for exports is also low compared to that in countries with high export 
growth rates.

If the income tax rate is reduced, there is a possibility of  IT companies based abroad to relocate their business 
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bases in Nepal. If the income tax rate on export earnings is maintained below 10 percent for the next five 
years, it will encourage exporters to increase exports. The loss in revenue resulting from the lowering of 
corporate income tax can be compensated by the income taxes received from increased employment created 
by expansion of business. 

Customs and all charges on raw materials used in export industries are refunded after export of finished 
goods. Therefore, the custom duties on raw materials are not a matter of concern for export industries. The 
cost of doing business can be reduced by simplifying the process for tax refunds. If the custom duties on raw 
materials for producing goods used in domestic consumption, and the custom duties on the imported finished 
goods using the similar raw materials are equal, or slightly lower on raw materials, it will become difficult 
for domestic producers to compete with imported goods on price. If domestic industries are competitive, 
they will gradually expand capacity and benefit from economies of scale on cost of production. Over time, 
goods produced by such industries can become competitive in international markets and exports can increase. 
Therefore, customs differences should be 10 percent between raw materials and finished goods. If the legal 
provision of tax refund on the flat rate given to small and medium sized industries comes into effect, it will 
support the reduction of the cost of doing business. 

In the course of tax reforms, policies were adopted by making the Value Added Tax (VAT) more effective 
and reducing the number of goods under the excise regime. The number of goods on which excise duty is 
levied has increased to about 1400 in recent years. Removing or reducing excise does not make any sense for 
exportable goods since the excise is refunded. This is a simplistic analysis. If the burden of excise duties is low, 
it can lower the prices in domestic market. The domestic market can expand and the industries can increase 
production capacity. There will be benefit of economies of scale, and the industry can expand the market of 
goods from domestic consumption to international markets over time. 

The share of excise revenue on goods produced for domestic consumption is not very large. By doing so, the 
government will not lose much revenue while this could be supportive for industrial expansion. Therefore, 
it is appropriate to adopt the policy of removing excise duties on domestic production. The reduced excise 
duties can be adjusted on customs of imported finished goods. Such a policy can support import substitution 
immediately and contribute towards increasing exports in the long run. 

The overall agriculture policy, product specific farming systems and marketing policy are aimed at promoting 
export. These policies need to be gradually reformed even though they have addressed export promotion. The 
policy is not a problem, it is the implementation that is problematic.

Similarly, the forest policy stresses sustainable use of forest products and export promotion. But there are 
weaknesses in implementation. Development of export-oriented infrastructure and a supportive attitude on 
mining of mineral resources are lacking in forest policy. In many instances, implementation has stalled due to 
weak governance capability.
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3.0	 Federalism, graduation to developing country and 
measures for enhancing trade capacity in economic 
diplomacy

This section analyzes three major issues: (1) Employing the federal governance system for 
enhancing trade capacity, (2) Minimizing losses of changed trade facilities and utilizing new 
opportunities after LDC graduation, and (3) Strengthening economic diplomacy for trade and 
investment promotion.  

Federal governance system for building trade-friendly environment

State policy in Nepal’s Constitution states that coordination will be established between provinces, and 
provinces and federal government on industrial corridors, Special Economic Zones (SEZs), and projects with 
national and foreign investment for providing momentum to economic development. No significant initiatives 
were taken at provincial level for building a conducive environment for industry and trade during the first five 
years of federalism. But the performance of some local bodies was good. Some municipalities performed well 
on improving market infrastructures. Investment summits were organized not only by federal and provincial 
governments but also by municipalities to promote tourism and investment.

The Constitution has given authority to provinces and local bodies to exercise sovereignty similar to that of 
the federal government.The Constitution has delinated both the scope and authorities of the provinces and 
local bodies. It has also mentioned the areas of cooperation and partnership. The Constitution has given both 
decision-making and implementation authorities on agriculture development, forest conservation and use, 
use of mines and mineral resources and the use of natural resources to sub-national governments.

The local bodies are in a position for ensuring effectiveness in supply and value chains at the primary level and 
providing benefits of value chain to producers of primary products. The responsibility of building appropriate 
infrastructure and enforcing quality standards has been placed on local bodies, and they have no resource 
constraints as well. The annual grants – equalization grant, conditional grant, special grant and complementary 
(matching) grant from federal government to the provinces and local bodies have been increasing. Revenue 
base of the local bodies has also been expanding. Provinces and local bodies can collaborate to develop 
domestic supply and value chains, and they can ensure just and equitable benefits of  the value chain  to 
primary producers. The following activities can be carried out by provinces and local bodies based on their 
authorities and available financial resources for promoting trade and strengthening supply chains:

1.	 Product development and minimization of market price risks for goods produced by primary 
producers.

2.	 Enhancement of capacity of primary producers for compliance with quality and hygiene-related 
standards.

3.	 Development of road networks from the primary production points to first level markets. 
4.	 Development of value chains.
5.	 Development and building trade-supportive infrastructure. 
6.	 Development and building tourism infrastructure.
7.	 Regulating quality standards for food and services at hospitality businesses such as eateries, hotels and 

restaurants.
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8.	 Enforcing and monitoring compliance of quality standards in agricultural goods and small food 
processing industries. 

9.	 Disseminating necessary market information regularly through channels accessible to primary 
producers.

10.	 Enhancing productivity and developing skills of small entrepreneurs, businesses, farmers, laborers, 
and individuals working in the processing of forest resources, and

11.	 Product development of food and cash crops, livestock, forest resources and goods based on locally 
available raw materials and specialization in production of goods through  implementation of programs 
such as “One Village One Product”.

12.	 Even though it may not be possible for the provincial goverments and local bodies to undertake all of 
these activities in five years, they can prioritize and develop value and supply chains, develop product 
collection centres and wholesale markets, specialize in the production of goods and ensure food 
hygiene.

Graduation from LDC status 

As recommended by the Committee for Development Policy of the United Nations in 2021, the UN General 
Assembly approved the proposal of Nepal’s graduation from a LDC to a developing country in 2026. Nepal 
has not met GNI per capita criterion among three criteria for graduation. But, Nepal has been selected for 
graduation as it had attained both the economic vulnerability index and human asset index criteria in two 
consecutive reviews, and also met these two critieria in the third review as well. With graduation, Nepal will 
lose concessions and special facilities it has been receiving as a LDC. 

Graduation is a milestone in developmental achievement and a matter of pride. But in addition to some 
matters related to financial concessions, preferential market access and trade facilities received by Nepal 
internationally will be eliminated. Similarly, Nepal will lose some opportunities. For example, the special and 
preferential treatment on service trade under agreements such as the WTO and the South Asia Free Trade 
Agreement (SAFTA) remain to be operationalized. These provisions will be operational after graduation and 
therefore Nepal will not be able to derive the possible benefits that could have been derived in services trade.

The facilities regarding trade-related intellectual property will also come to an end after graduation. The zero 
customs facility for all exports in European markets under the Everything But Arms (EBA) and the flexible 
Rules of Origin (RoO) regime, will also come to an end.

India, where over two-thirds of Nepal’s trade takes place, has provided special concessions under a bilateral 
agreement. India imports all goods produced in Nepal at zero customs based on the RoO definition. In reality, 
India’s market will remain open for Nepal. Such facilities received from India under the bilateral agrrement is 
based on the friendly relations with a neighbor and not because Nepal is a LDC.  Some studies have concluded 
that LDC graduation will only have a nominal impact on Nepal’s export trade since the concessions available 
from one large market will continue. But the impact will definitely be significant in markets other than India 
where Nepal has used the facilities provided to LDCs for export of goods.  

Other than India, Nepal’s major export markets are the United States of America (USA), European Union (EU), 
the United Kingdom (UK) and Türkiye. Nepal’s exports to China are minimal. Still in terms of possibilities, 
China remains an important market for Nepal. Therefore, it is necessary to undertake in-depth studies in 
terms of the concessions received by Nepal as a LDC, the exports to these markets, utilization of facilities by 
Nepal, and the impact on exports after graduation.

EU has three provisions for trade concessions: Standard Generalized System of Preference (GSP), GSP+ 
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and the EBA. Nepal has received the EBA facilities like other LDCs and the EU is the third largest export 
destination. Between 2015 and 2020, the average annual exports to the EU was about USD 60.9 million, 
which is 8.5 percent of the total exports. Over 80 percent of these exports took place under the EBA. EU will 
extend this facility for Nepal until 2029. It is estimated that the exports to the EU will decline by 19 percent in 
the absence of concessions thereafter. But, in the event Nepal is able to meet the requirements for GSP+, it is 
estimated that there will be no major decline in the exports to the EU. If Nepal is eligible only for the standard 
GSP there will be 5 to 7.9 percent customs on 40 percent of the goods, 8 to 9.9 percent customs on 35 percent 
of the goods, and 10 percent customs on some goods. The RoO under standard GSP and GSP+ will be more 
stringent than the EBA.

About 4 percent of Nepal’s exports reach Türkiye under EBA-like facilities of the EU. To secure concessions 
similar to those under GSP+ from Türkiye, Nepal will have to ratify 27 international conventions. 

For exports to the UK after graduation, Nepal will face a situation similar to that in the EU.  The U.K. is a 
destination for about four percent exports. After graduation, Nepal can become eligible for the GSP General 
Framework or the GSP Enhanced Framework and efforts need to be made toward that end. 

The USA has provided zero duty market access for 5,100 products from 44 countries, including Nepal. After 
the 2015 earthquake, under provisions of the Trade Facilitation and Trade Enforcement Act 2015, the USA 
has provided duty free market access to 77 products until 2025. For this, there should be at least 35 percent 
value addition under the RoO. The USA is Nepal’s second largest export market. But Nepal’s exports under 
both facilities are negligible. The main reason for this is the lack of duty concessions on garments and shoes in 
which Nepal has export capability, and also because Nepal has to compete with other countries for some other 
products as the regular customs duty is about zero. After graduation, Nepal could get concessions provided 
to beneficiary developing countries but those currently available will come to an end. It is estimated that this 
could impact about three percent of the exports to the USA.

China has provided zero customs facilities to 97 percent products from LDCs with which it has diplomatic 
relations. For this, there is a requirement of 40 percent local value addition. Even though China is presently a 
small export market for Nepal and only 36 percent of goods exported have received the zero customs facility, 
the exports to China after graduation will be affected. China has not made any post-graduation arrangements 
like the EU and other large trade partners. Therefore, trade with China would have to be done under the Most 
Favored Nation (MFN) regime or a bilateral agreement should be signed with the negotiated concessions.

SAFTA has made special provisions for LDCs, under which they receive concessions in the RoO and customs 
on goods they export. Nepal’s trade with SAFTA member countries other than India is minimal. India provides 
Nepal more facilities than SAFTA under the bilateral treaty, which is why Nepal has not made much use of 
SAFTA provisions.

In addition to issues mentioned above, the benefits available under to WTO decisions and provisions will 
be lost. The WTO can also end the right to provide export grants and impose additional duties to control 
imports under the Agreement on Subsidies and Countervailing Measures. Cash incentives given to promote 
exports and concessions provided to exports of industries operating in SEZs can also be affected. Similarly, 
the facilities provided to LDCs on trade-related intellectual property rights could end after 2034. There will 
not be much effect on service trade because of the inability of Nepal to make use of the existing concessions.

In this backdrop, Nepal mainly needs to make efforts to secure GSP or GSP+ facilities from the EU, Türkiye 
and the UK. For this, some conventions need to be ratified and some conventions, in which Nepal is a party, 
need to be effectively implemented. In the case of the USA, it would be appropriate to enter into a bilateral 
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trade agreement instead of the existing framework agreement. Nepal also needs to move towards bilateral 
trade agreements with China and other trade partners. 

The Maldives has been granted concessions provided to LDCs in SAFTA even after it graduated from a LDC. 
Nepal needs to work with Bangladesh and Bhutan to take initiatives for seeking similar post-graduation 
facilities. Nepal also needs to emphasize regional trade agreements.

Economic diplomacy 

Nepal’s economic diplomacy has been accused of lacking a clear strategic vision. The major reasons for 
weakness in economic diplomacy are inadequate qualified human resources, low trade negotiation skills, lack 
of coordination between government agencies working on trade and investment, and the low knowledge and 
understanding of major issues.

Ambassadors to major export destinations are politically appointed. These ambassadors may have information 
on political issues but their knowledge on trade and economic issues is inadequate. Nepal has established 
Consulate General offices in seven locations of four countries. The primary responsibility of these offices, 
except Saudi Arabia, is to facilitate trade. Nepal has officials responsible for economic matters at embassies 
in India, China and the USA. But there is a lack of coordination even among Embassies and the Consulate 
General offices that add up to the institutional weaknesses in economic diplomacy.

Nepal has appointed 53 honorary counsul generals in 35 countries. But there is no clarity on the basis of their 
appointments and how they have been fulfilling their responsibilities. There is a lack of regular communication 
and dialogue between the Ministry of Foreign Affairs (MOFA) and the honorary consul generals. Many 
countries have also appointed honorary consul generals in Nepal, who have been accorded recognition and 
diplomatic identity by the Government of Nepal (GON). But it has been observed that they have not been  
mobilized for increasing Nepal’s exports or promoting Nepal’s economic interests. Nepal-based honorary 
consul generals have neither been providing information on trade and investment possibilities in countries 
they represent, nor have they been coordinating with the Ministry of Industry, Commerce and Supplies 
(MOICS) or other economic agencies on economic and trade-related matters.

Bilateral and regional trade organizations exist in different countries. The role and responsibility of such 
organizations in terms of economic diplomacy are not clear. There is a lack of platforms and modalities for 
cooperation with bilateral trade organizations.

Nepal’s foreign missions do not have adequate budgets for economic diplomacy. Therefore, besides national 
day celebrations, they have been unable to organize events to effectively promote trade and tourism and attract 
investment. 

There are a large number of Nepalis living abroad but there have been no programs to mobilize their support 
for promoting Nepal’s economic interests.

The following activities are essential for making Nepal’s economic diplomacy effective.

1.	 It is neccessary to formulate a clear and objective-oriented economic diplomacy strategy. Country-
specific strategies need to be formulated for major trade and economic partners based on the main 
strategy. Such a strategy had been prepared in the past but it was not made public. 

2.	 There is a need for change in the institutional structure to conduct economic diplomacy. There is also 
a need for a permanent mechanism to establish contact and dialogues between MOICS and MOFA. 
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Similarly, it is necessary to develop a mechanism and modality for continuous dialogues between 
Nepal’s foreign missions, Consul Generals, Nepal’s honorary consuls, honorary consuls based abroad, 
the Nepali diaspora and exporters.

3.	 The major objective of all Nepali missions must be to promote Nepal’s economic and commerical 
interests. For this, there is a need for an arrangement for the collection and analysis of commerical 
and market-related information, and to make the information available to exporters.

4.	 MOFA must give attention to subjects such as investment, trade and economic interest as part of regular 
human resource development and management capacity development programs. It is necessary to 
not only master negotiation skills on trade and economic affairs but to also be knowledgeable on these 
subjects. 

5.	 Foreign investment has a major role in increasing trade. Increase in foreign investment inflows 
contributes to an increase in international trade. It is necessary for Nepal to enter into agreements on 
bilateral investment promotion and protection, and the avoidance of double taxation with countries 
from which foreign investment is expected. Such agreements can bolster investor confidence and 
provide assurance of investment protection. 

6.	 In addition to posting capable officials at Nepal’s missions and providing them adequate budgets, 
their work performance objectives also need to be determined; this has to be monitored regularly for 
establishing accountability.

7.	 The process and basis for appointing honorary consuls abroad must be clear and transparent. They 
must be provided terms of references with activities for promoting economic diplomacy and trade, 
and performance needs to be monitored regularly. Arrangement must be made to mandatorily seek 
recommendation from MOICS on the appointment of honorary consuls.

8.	 It is necessary to adopt a strategy to effectively engage Nepalis living abroad in programs on export 
promotion and attracting foreign investments. A mechanism should be made for effective coordination 
among Nepal’s foreign missions, the Nepali diaspora and Nepalis abroad.
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4.0	 Labor, women empowerment and social inclusion

This section mainly analyzes two subjects: (1) Labor market in the context of international trade, 
and (2) Women in trade and social inclusion.

Labor market in the context of international trade

Labor issues are often raised in international trade diplomacy as negotiating instruments or for restricting 
imports and protecting domestic industry. Some countries stress human rights of workers as a major issue. 
The subject of labor is not included in the WTO agreements and therefore this issue is not debated at the 
organization. But some countries, particularly in the EU that provide trade concessions to LDCs include labor-
related conditionalities. Private standards and consumer awareness groups in international markets make 
inquiries on whether or not labor has been employed appropriately to produce goods. For instance, Nepal’s 
carpet industry had been affected by such questions. Therefore, not just the capabilities and productivity of 
labor, the treatment of laborers and labor welfare are important issues that cannot be ignored for competing 
in international markets.

Only about one-third of Nepal’s employment is in the formal sector. A large proportion of workers are engaged 
in the informal sector. Every year about 500,000 people enter the labor market, of which a large proportion 
leaves for foreign employment. Nepal’s labor productivity is among the weakest in the world. Skills need to be 
developed for enhancing productivity. The government has adopted policies for skills development, it also has 
laws and institutional arrangements, but there is a mismatch on the skills development programs and those 
required by the market. 

Nepal’s major export products are sourced from industry, agriculture and forests. Laborers working in 
producing agricultural and forest-based products are largely employed informally. The technologies they use 
are also traditional. Farmers receive very little technical assistance. They face major losses because they lack 
appropriate skills on crop harvesting, collection, transportation and storage.

The labor productivity in cottage and small industries is weak. Some export-oriented industries have made 
significant improvements in productivity and have given attention to labor welfare and industrial relations. 
But this is not widespread. The services sector also has large informal employment and overall, the capabilities 
of labor is weak.

This is reason why it is necessary to adopt 4th and 5th generation industrial technologies for enhancing labor 
productivity and competitive capacity,  and to have attangements to retain qualified laborers, formalize 
informal employment, guarantee labor rights, and provide them adequate social security. These are mandatory 
conditions for becoming competitive in international markets.

Nepal’s Constitution has guaranteed the Right to Employment as a fundamental right and has enacted a law 
to assure this right. There is a provision for an information service to ensure access to employment. The 
national employment policy has prioritized building a capable labor market by making the Nepali labor force 
productive, dignified, and secure. The Labor Act, 2017 has provisions on the rights of workers, their welfare, 
facilities, industrial relations, workplace safety and social security. There are also provisions for inspection, 
regulation and skills testing.

Labor productivity must be continuously enhanced to remain competitive in the market and for producing 
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quality goods and services. Along with organizing programs for enhancing labor skills for improving 
productivity, it is also necessary to stress the use of technology. It is necessary to match the market demand 
and trainings on skills enhancement. Because social security is another major factor that influences labor 
productivity, it is necessary to either provide similar social security to workers in the informal sector as 
provided in formal employment, or the informal labor market needs to be gradually formalized. 

It is necessary to start thinking about ratification of major conventions of the International Labor Organization 
(ILO), particularly those that are considered important by countries providing concessional market access to 
ensure that there are no barriers to entry in those markets in the future. 

Women in trade and social inclusion

Gender equality is an important human right. It has been proven that women empowerment and inclusion 
of people from marginalized communities can make it possible to attain sustainable economic growth and 
development. Trade can bring improvements in the lives of women, and the continuously changing nature of 
trade can create new opportunities for women. Various studies have shown that women entrepreneurship is 
an important component of inclusive economic growth in developing countries.

Nepal’s trade policies appear gender neutral, but in reality, they affect women and men differently. Generally,  
macroeconomic and trade policies do not take into account that women are discriminated in terms of 
capability when entering the job market and in benefit sharing.

There have been legal and policy reforms to increase women’s access to services and resources since the 
beginning of the  21st  century. But, the barriers that prevent the full utilization of economic capabilities of 
women remain. Nepal ratified the Convention on the Elimination of all forms of Discrimination Against 
Women (CEDAW) in 1991 and has committed to attain the Sustainable Development Goals (SDGs) by 2030. 
The Women Development Indicator has improved, and the goal is to raise it from 0.897 to 0.99 in fiscal year 
2023/24.

Women’s share of institutional employment in Nepal stands at 37.3 percent. The largest proportion of women 
(56.8%) are engaged in human health and the social service sectors. Their share in the financial and insurance 
sector is 44.8 percent. But the presence of women in the formal sector is only 30 percent. Women own 36.8 
percent businesses and have managerial leadership in 29.6 percent organizations. However, most organizations 
led by women are small. Even though the policies for women’s economic empowerment are sound, the 
implementation is weak. Their access to resources and services and representation in decision making are also 
weak. Similarly, the knowledge and capacities of women entrepreneurs in trade-related matters remain weak.

Women have different roles in business, as workers, consumers and entrepreneurs. But their share of the 
benefits generated is low and when the businesses face problems, they encounter the negative impacts 
immediately. The proportion of women workers in labor-intensive export industries is high. Industries hire 
women because they can put them to work at comparatively lower wages in order to enhance competitive 
capacity. Therefore, capacity must be enhanced for ending gender-based discrimination and for making 
women capable of securing more benefits.  

The agreements of WTO have not mentioned women or gender-related matters. But this issue has emerged 
in Minister-level meetings from time to time. The issue was first discussed openly in the 11th Ministerial 
Meeting in Buenos Aires leading to the issuance of Buenos Aires Declaration on Women and Trade. Following 
this, the WTO established an informal task group on women and trade. A related action plan has also been 
prepared on gender-friendly policy making, the position of the WTO on gender, research and analysis, and 
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for assistance in trade. The outcome of the 12th Ministerial Meeting of the WTO mentions additional work 
needed in the area of women and trade.

The effects on women can be observed if trade policy is analyzed through a gender lens. Studies done in 
Angola, Bhutan, Cape Verde, Gambia, Lesotho, Rwanda and Uruguay on trade and the gender impact of trade 
policies have provided important lessons for policy making. The Organisation of Economic Cooperation and 
Development (OECD) has prepared a framework for analyzing the impacts of trade and trade policies on 
women. The framework covers three areas: first is measuring women’s employment, wages and other matters 
related to employment. Second is the evaluation of existing barriers faced by women-owned businesses in 
access to women, and women entrepreneurship. The third is assessing the impact of trade policies on prices 
faced by consumers, particularly women. The framework has also determined a list of areas that need to be 
examined for making trade policies gender-friendly. 

The preparation of NTIS included exploration of issues raised by stakeholders on the extreme negative impacts 
of trade on small farmers, small traders, and women, which this strategy has attempted to address.

Regional trade agreements have addressed the subject of gender indirectly by raising issues related to human 
rights, SDGs, and vulnerable groups. In 2020, trade-related ministers from Canada, Chile and New Zealand 
signed a trade and gender arrangement and have established an inclusive trade task group. This task group 
also includes Mexico, Colombia and Peru. The WTO has also begun monitoring gender-related provisions in 
regional trade agreements by developing a database.   

As business persons, women and men face different challenges and barriers, or even similar types of barriers 
affect women and men differently. Nepal has made progress towards eliminating gender inequality in the 
economy. Both the National Economic Census 2018 and the Nepal Labor Force Survey 2018 collected 
and analyzed data to ensure information on gender. Still much remains to be done to ensure generation of 
disaggregated data on women’s economic participation.

In a move towards an inclusive trade policy, the Industrial Policy 2010 made special arrangements for women 
entrepreneurs. The Industrial Enterprises Act 2016 has provisioned concessions to women entrepreneurs in 
industry, property registration fees and income tax. NTIS 2023 assessed the gender impact while determining 
goods for prioritization. A high proportion of the benefits from medicinal herbs, tea, carpets and pashmina 
goes to women. The impact of tourism on women is moderate. 

Several studies have shown that there are many barriers to women in business. Low access to credit, 
unsupportive market networks, low ownership of land, and low access to technology and raw materials are 
the major issues. The low risk-taking capacity of women, no access to modern technology, lack of individual 
security, sexual violence, tough competition in both domestic and external markets are other issues. Lack of 
disaggregated data have made it difficult to identify businesses run by women, while the social and cultural 
barriers remain as additional problems.

Many women are unaware of trade-related regulations. Owing to the small size of businesses, limited capacities 
and lack of information on export processes women are unable to export their products. There are a limited 
number of women exporters. 

The following activities need to be undertaken to increase women’s participation in trade and to raise the 
proportion of their share of benefits: 

1.	 Ensure harmonization of policies on trade, investment, gender equality and social inclusion.
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2.	 Research the problems and challenges faced by women and marginalized groups engaged in trade. 
Research-based solutions must be included in the federal and provincial budgets.

3.	 In collaboration with social organizations working on women empowerment, disseminate information 
to women and discriminated groups, and enhance capacity of information dissemination on trade 
policies, laws, directives and working procedures.

4.	 Make disaggregated data generation and dissemination on women empowerment for trade and social 
inclusion effective.

5.	 Evaluate women empowerment and social inclusion in at least two areas identified by this strategy every 
year, and prepare clear indicators to measure women empowerment and inclusion in the production 
and export of prioritized goods and services, and

6.	 Establish a women empowerment and social inclusion cell in the NTIS implementation unit formed 
for implementing this strategy and a mechanism for assessing all activities under the dimension of 
social inclusion.
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5.0	 Trade infrastructure development and trade 
facilitation

Trade infrastructure encompasses all the activities in the supply chain such as transport, customer services, 
stock management, information dissemination, storage management, transfer of goods, purchases, and 
packaging related infrastructure. The trade infrastructure industry has flourished in recent years owing to the 
developments in Information Technology (IT), consolidation of services, globalization, and legal requirements.

Trade infrastructure is important for establishing linkages with the production network. Previous NTIS 
implementation and export promotion policies were unable to achieve desired results due to lack of trade 
infrastructure. Owing to the topography, a large proportion of export cost in Nepal is attributed to transport 
and trade infrastructure-related costs. For this reason, the competitive capacity of Nepali products is weak. 
Further, owing to the weak trade infrastructure, the domestic supply chain is also very weak, as result of 
which, many domestic products have not been able to compete with imported goods. 

In recent years there has been progress in Nepal’s customs procedures, trade infrastructures, quality, transport 
tracking system and delivery of goods. Nepal has moved 10 places up in the Logistics Performance Index and 
ranks at 114 among 167 countries. However, the producers of agricultural and forest-based products have to 
face many problems in transporting goods.

Even though logistics are costs for both producers and consumers, as a sector it also contributes to GDP. 
Improved transportation systems can assist in the development of logistics and attract investment. If 
the products do not reach the markets, it is not possible to utilize natural resources at low costs. Logistics 
contribute 7.2 percent of GDP in Nepal, which is 11.8 percent lower than the global average. Telecom services 
are included in this contribution and if these services are excluded, the contribution of other constituents of 
the logistics sector is only six percent. The contribution of logistics in the Asia-Pacific Region is 12.6 percent. 

If the contribution of Nepal’s logistics sector can be raised to 12 percent at par with the global and regional 
contributions, it can provide significant support for expanding manufacturing and other industries. In 
addition that can also support in creating semi-skilled and unskilled employment, and contribute towards 
poverty alleviation and women empowerment. 

The situation of Nepal’s logistics requires analysis of the following sub-sectors:

In March 2022, Nepal had 33,871 k.m. of strategic and local roads, of which about 50 percent was black topped, 
24 percent gravelled, and 26 percent earthen. Roads had reached all district headquarters except Humla. 

Nepal has 53 airports. Thirty-four of these are operational and 15 have regular commercial flights. The 
Tribhuwan International Airport (TIA) handled 1.46 million (m) international passengers and 3.77 m 
domestic travellers in 2021. It also handled 29,514 metric tons (MT) of international cargo and 2447 MT tons 
of domestic cargo. Twenty-six international air services connect 23 destinations in the Asia-Pacific region and 
Europe from TIA. The construction of international airports in Bhairahawa and Pokhara have been completed. 
Located near tourism destinations, these two airports are expected to ease the air traffic in Kathmandu.

Large aircraft cannot be used for domestic cargo, which explains the low use of in-country air cargo services. 
Air services are largely used for transporting humanitarian supplies.

The TIA’s share of export trade is 15.3 percent. Sixty percent of exports from TIA are carpets, readymade 
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garments and pashmina.

The Raxaul-Sirsiya railway is used for transporting goods. This six km track connects Raxaul with the dry port 
in Sirsiya near Birgunj. Two tracks connecting Jayanagar and Janakpur (28 km) for passenger transport, and 
Jogbani and Biratnagar (for both passengers and cargo) have been completed with the support of the Indian 
government. There are plans for a rail line to connect the dry port in Chobhar, Kirtipur with India’s support. 
A pre-feasibility study has been done for connecting Shigatse in China with Kerung, and for extending the 
track to Kathmandu. The track from Kerung to Kathmandu will be 72 km. Some work has begun on the 1056 
km East-West Electric Railway, for which environmental impact assessments are underway in some sections. 
Upon completion, this railway will ease domestic cargo transport.

In 2018, during the visit of Nepal’s prime minister to India, an agreement was reached to connect Nepal and 
India through domestic waterways. India has been developing the National Waterway-1 on the Ganges River. 
Nepal has requested India for using its waterway. Upon agreement, Nepal will be able to use the waterway for 
export to third countries from India’s Sahibjung or Kalughat to Kolkata/ Haldiya.

There are seven dry ports and one integrated customs check point in Nepal. Integrated customs check points 
are under construction in Bhairahawa, Nepalgunj and Rasuwagadi.

Logistics service providers move goods both domestically and also for export and import. Cargo and customs 
agents provide support to facilitate trade. According to the 28 federations of truckers, there are 60,000 trucks in 
Nepal. There are 50 cold storages across the country with average capacity of 3000 MT for storing perishables 
such as potatoes, fruits, spices and vegetables. The Government of Nepal provides cold storages set up as 
agriculture industries up to 70 percent of capital subsidy and that for electricity charges, is 50 percent.
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Dry Port at Chobhar, Kirtipur.
















































































































































