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1. International Trade in Nepal 
 

Nepal maintains international trade relations with more than 70 nations, despite it incurs huge 
trade deficit. Table 1.1 reflects her status of trade in national economy and the table 1.2 presents 
the scenario of international trade of Nepal during the last decade. 
 

Table 1.1: Nepal: Trade-GDP Symbiosis 
Indicators 1996-00  2001-02 2004-05 
Total Trade (including service)/GDP 
ratio 

40.7 38.7 40.9                              

Export/GDP ratio  10.1 12.3 11.5 
Export growth rate (%) 24.5 17.1 8.8 
Import /GDP ratio 30.6 26.6 29.3 
Import growth rate (%) 11.7 16.4 9.7 
Trade Deficits/GDP ratio -20.5 -14.3 -17.8 
Current Account Deficits/GDP ratio -4.5 -2.7 -5.0 
Export/Import ratio 33.7 46.3 39.2 

Sources: Nepal Development Forum 2004 and Economic Survey, 2006 
 

Table 1.2: Nepal: Value of Export and Import by Destinations and Trade Balance  
(in million Rs.) 

Description 1993/94 1997/98 1999/00 2002/03 2004/05 2005/06 
Exports f.o.b. 
India 
 
Other Countries 

19239.4 
2408.9 
(12.5) 

16884.5 
(87.5) 

27513.6 
8794.4 
(32.4) 

18719.1 
(68.0) 

49822.7 
21220.7 

(42.6) 
28602.0 

(57.4) 

49930.6 
26430.0 

(52.9) 
18988.6 

(40.4) 

58236.2 
39448.4 

(67.7) 
18787.8 

(32.3) 

60074.7  
41012.6  

(68.3) 
19062.1 

(31.7)  
 

Imports c.i.f. 
India 
 
Other Countries 

51570.8 
17035.4 

(33.0) 
35435.4 

(67.0) 

89002.0 
27331.0 

(30.7) 
61671.0 

(69.3) 

108504.9 
39660.1 

(36.6) 
68844.8 

(63.4) 

124352.1 
70924.2 

(57.0) 
53427.9 

(43.0) 

132186.8 
85836.2 

(64.9) 
46350.6 

(35.1) 

162840.7 
109305.9 

(67.1) 
53534.8 

(32.9) 
Trade Balance 
India 
 
Other Countries 

-32277.4 
-14626.5 

(45.3) 
17650.9 

(54.7) 

-61488.5 
-18536.6 

(30.1) 
-42951.9 

(69.9) 

-58682.2 
-18439.4 

(31.4) 
-40242.8 

((68.6) 

-74421.5 
-44494.2 

(59.8) 
-29927.2 

(40.2) 

-73950.6 
-46387.8 

(62.7) 
-27562.8 

(37.3) 

-102766.0   
-68293.3 

(66.4) 
-34472.7 

(33.6) 
� ���� Source: Economic Survey 2006 and Trade and Export promotion Centre  



 
As seen from the table 1.2, the foremost trading partner for Nepal is India accounting for 

two third of total trade and both in terms of export and import. USA, Germany, UK, France and 
Italy respectively follow India in terms of exports. India is entailed by China, Indonesia, 
Singapore, Germany and Thailand respectively in terms of imports. Leading exportable products 
of Nepal are woolen carpets, readymade garments, vegetable ghee, jute goods, juice and 
chemicals, while on import front, they are petroleum products, machinery and parts, vehicles, 
textiles and  garments, electronics (computer, telecom equipment and parts) and electrical goods, 
food and beverage etc. 
 

Nepal has adopted liberal and market oriented economy with no restrictions and control over 
trade except for trading of those items which are restricted or prohibited by international 
agreements. With a view to abridge the huge trade gap and facilitate trade, Nepal is pursuing the 
measures like cost cutting measures, simplification of procedures, SEZ, FTA with trading 
partners and regional blocks, trade, transit and avoidance of double-taxation agreements with 
more countries with which Nepal’s trade interests mostly associate.   
 

2. Foreign Direct Investment in Nepal 
 

Nepal has concluded BIPPA with five countries, i.e., Germany, France, UK, Mauritius and 
OPEC Fund and avoidance of double taxation agreements with 13 countries to facilitate 
investment. Negotiations are heading with more countries to this effect. Table 2.1 presents the 
sub-sectoral scenario of inward FDI in Nepal. 
 

Table 2.1: Approved FDI Projects by Sub-sector 
                                                               (As of April 2007)                                     (Rs. In Million)   
S.No. Sub-sector No. of Projects Total Project Cost Foreign Investment 

1. Manufacturing 522 39,513.6 13,815.3 
2. Tourism 304 16,299.6 4,874.1 
3. Service 331 18,323.2 9,104.6 
4. Agro-based 15 440.1 101.8 
5. Energy-based 19 19,814.3 3,432.5 
6. Construction 23 1,186.9 691.0 
7. Mineral 4 1,163.1 56.0 

 Total 1218 96,741.1 32,075.3 
 

Table 2.2: Leading Investing Countries 
S. No. Country No. of Projects S. No. Country No. of Projects 

1. India 359 7. Germany 50 
2. China 151 8. France 29 
3. Japan 125 9. Switzerland 23 
4. USA 114 10. Others 245 
5. South Korea 68  Total 1218 
6. United Kingdom 54    

Source: Department of Industries 
 

The total project costs of FDI approved projects are about 18% of GDP, however as regards 
FDI component to GDP it is only about 5.7 percent. Present Investment Policy, 1991 constitutes 



all such tenets which are essential to invite FDI and protect investors interests.  Nepal is pursuing 
the measures like cost cutting measures, simplification of procedures, SEZ, FTA with trading 
partners and regional blocks, trade, transit and avoidance of double-taxation agreements with 
more countries with which Nepal’s trade interests mostly associate.   
 
 

3. Trade and investment Policy Coordination-National Level 
The following figure depicts the institutional/consultative mechanism dealing with trade and 

investment policy coordination in Nepal.  

 
 
   The mechanism instituted by the Nepal Government for trade and investment policy 
coordination includes 3 divisions of the Ministry which are core divisions of the Ministry acting 
on industry, investment and trade policies, the Ministry of Finance, Nepal Rastra Bank (the 
central bank), and the Ministry of Foreign Affairs, which insert effects on investment and trade 
policy through fiscal and monetary policies and economic diplomacy. The mechanism includes 
also the main institutional players like FNCCI, bilateral chambers of commerce and industries 
and Organization of Non-resident Nepalese, which through their own channels, affiliation and 
mechanism, take on the issues of investment and trade with their foreign counterparts. Bilateral 
inter-governmental committees instituted by the Nepal Government and the respective 
governments, mainly for the purpose of resolving trade and investment related outstanding issues 
also sit regularly. The Ministry also takes up dialogues with residential foreign embassies when 
and where necessary on outstanding economic issues.  
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It is the practice in Nepal that when BIPPA proposals or proposals on trade and transit 
agreements are received or forwarded, the negotiation team constitutes representatives of all 
government stakeholders with the backing up of private sector agencies. This mechanism helps 
building national standings on these matters. Failing to reach consensus among stakeholders on 
such issues may be disastrous.    
 

4. Trade and investment Policy Coordination – Bilateral, Regional and 
Multilateral Level 

 
Coordination is maintained at bilateral level, when there is an international trade issue 

affecting respective countries. For example, issues relating to trade facilitation, favoured 
nation treatment, doing away with non-tariff barriers on trade are some of the example, in 
which bilateral, regional and global consultation has been a regular phenomenon among 
group of nations aspiring for such arrangements. Presently, SAARC nations are working on 
concluding regional investment treaty and representative of our Ministry is in the regional 
level negotiation team under the aegis of SAARC Secretariat. Likewise, we are pursuing 
BIPPA  with Egypt, Denmark and India and at the moment, there has been bilateral talks on 
this subject. Presently, Nepal is seeking duty-free access of its product to Chinese markets 
and there are talks to this effect at different bilateral levels in order to reduce huge trade 
imbalance. Further, Government and Chambers are also initiating dialogues with respective 
Chinese counterparts to increase Chinese FDI into Nepal with a view to make up for the trade 
gap. Nepal is a member of LDCs Club, lobbying in WTO negotiation rounds presently for 
the implementation of integrated framework and differential treatment for LDCs. Bilateral 
Inter-governmental Committees meet regularly to resolve cropping up and outstanding trade 
and investment issues.  
 
Conclusion 

 
With the instigation of globalization of trade and investment, WTO framework and regional 

blocks, initiatives for trade and investment policy coordination at global, regional and bilateral 
levels have become common and frequent with a view to safeguard the interests of concerned. 
Being a least-developed and land-locked country, one of the poorest country, and bearing on the 
heavy trade deficit, Nepal naturally look for the avenues of coordination in trade and investment 
policies at national and international level to secure its economic interests. As a result, Nepal has 
entered bilateral trade and investment treaties, acceded to the membership of SAFTA, BIMST-
EC, Bangkok Agreement and WTO. The globalization of trade has prompted the nations of 
similar development or competitive strength level or in close proximity to polarize in one forum 
with a view to strengthen their collective negotiation at global and inter-regional level and Nepal 
is not an exception. 


