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Nepal needs to reflect on the massive paradigm shift that the country has
undergone in the political, social and cultural life of the people and frustrated
expectations of the masses may create massive negative social upheavals if
the new political set up and government could not match the expectations of
the people for enhanced prosperity based on economic growth.

We no more talk about us being ‘yam between two boulders but ‘a vibrant
bridge between two neighbors’ and our attitude has changed from being
‘India-locked to India-open’. By keeping our house in order, particularly
having political stability and political commitment, rule of law, better
investment environment, we can find a way for a “win-win-win”’ for all three
partners: Nepal, India and China, who can cooperate to establish transit links,
communication links, and manufacturing in Nepal and it can move forward for
integration using comparative advantage of each country.

Nepal, as is in between two giant economic neighbors, has great potential
for trade and investment. Nepal can mobilize its immense resources such as
water and other natural resources including our youth population bonanza.
It also has comparative advantages for bilateral trade and investments as a
transit hub between India and China.

The membership with WTO has provided opportunities to Nepal for
strengthening trade and investment. Similarly, Nepal’s activism in regional
initiatives such as SAARC, SAFTA, BIMSTEC has encouraged us to go for trade
integration regionally and globally.

Nepal needs to attract investment and boost trade by making aware the
investors and business communities of our neighbors by highlighting that
Nepal is liberal on foreign investment and allows 100% foreign ownership
in most of the sectors of economy with attractive investment rules and
procedures, relatively low tax rates, open and liberal export and import rules
and procedures, low labor costs and an increasingly literate population,
existence of immense source of hydropower and minerals, reforms in relevant
major laws and regulation etc.

Nepal has had major investment boost recently from both our neighbors.
Chinese became our top foreign investor and offered more than a fourfold
increase in assistance from the existing 150 million RMB to 800 million RMB
for 2015/16. China has accepted and encouraged Nepal as an economic
bridge between China and India and beyond to whole of South Asia. Nepal
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needs to focus on developing the physical infrastructure such as roads and
railways to ensure investments from both neighbors. However, Nepal’s trade
with both the neighbors is heavily skewed towards imports. Nepal’s exports
could meet only 15 percent and 2.5 percent of the imports from India and
China respectively (FY2013/14). Maintaining complementarities is thus a big
issue for sustaining Nepal’s trade with these two fast growing neighboring
economies. The economic history of Nepal reveals that.

Nepal needs to focus on products of comparative advantages like cement,
high value agricultural commodities and non-timber forest products as Nepal’s
export potentials in addition to water and tourism resources.

India has been its single largest trading partner from the ancient and medieval
to modern times. There are many areas where Nepal and India could work
together to enhance the trade in goods and services. Services, tourism and
hydropower are some of the potential areas where Nepal needs to build its
supply capacity for increasing exports. Another area would be intra-industry
trade where arrangements could be made to source intermediary products
from Nepal for large manufacturing units in India. This is something that
Nepal should seek to achieve with its neighboring countries. The investment
paradigm needs to be further enhanced and nurtured in order to enhance
the growth of export trade. The government and businesses need to work
together to promote investment by organizing road shows highlighting the
investment projects, holding discussions and interactions on the means and
measures of funneling more investment into Nepal and creating synergy
through collaboration and cooperation between potential investors from
both sides of the border. The role of the government should mostly confine
to facilitation and regulation, and creating a conducive environment for
investment and doing business.

Against this backdrop, a study was commissioned by Ministry of Foreign Affairs
through the Institute of Foreign Affairs to bring about the status of trade and
investment of Nepal and take stock of challenges in the light of emerging
economies, India and China, which are also contiguous neighbors of Nepal
with a view to put forward suggestions to the government of Nepal on ways
and means to enhance our trade with our friendly neighboring countries and
increase investment from these countries including flow of tourists and FDIs.
It is expected that the outcome of this study would assist the policy makers
of Nepal to consolidate ongoing activities adjust to realities, where necessary,
and also design new programs to fully utilize the potentials and opportunities
that India and China provided. It is also expected that the proposed study
highlights the advantages to Nepal benefiting from their economies and
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harnessing Nepal’s potentialities for higher growth and economic prosperity.
It is of utmost importance that apart from attracting investment in the areas
of comparative advantages such as hydropower, tourism, medicinal herbs
etc., Nepal has ample opportunities to grasp their rising huge markets.

The objectives of the study were to undertake a research study on the trade
and investment status including challenges and policy and practices of Nepal
vis a vis India and China, and develop a report with doable recommendations
on policy implications and action plan towards ways and means to implement
those suggestion. This research is funded by Ministry of Foreign Affairs,
Government of Nepal.

This study was undertaken by former Secretary of Commerce and Supply
Ministry of Nepal Government, Mr. Purushottam Ojha who is an authority on
the subject. The report was shared with the Hon. Minister of Foreign Affairs
and relevant government and business community and their suggestions
have been incorporated in the report. Institute of Foreign Affairs believes
that the report will be a guideline for policy reforms for enhanced trade and
investment of Nepal with upcoming economic giants China and India with
whom we share our border.

Dr. Rishi Raj Adhikari
Executive Director
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Foreword

Nepal, as a country wedged between two big economic power houses of Asia,
hasimmense potentials to add value to its economy by forging collaboration on
transport, trade, tourism and hydropower with its neighbors. Both China and
India are connected to Nepal through centuries old economic, social, cultural
and religious ties traversing over the mighty Himalayas and fertile plains.
Nepal not only provided transit passage of trade, business persons, monks
and people of high profile between India and Tibet during the ancient and
medieval period but also inspired the growth of art, architecture and culture
on both sides of the borders. Before 1950, Nepal's foreign trade was virtually
limited to those two neighbors. However, the traditional trade has gone into
substantial transformation along with the development of modern transport
and communication system and emergence of modern production process
and supply chain. The barter system of trade between Nepal and Tibet, China
has been replaced by the cash payment; unilateral duty free preferences
were available to Nepalese goods in line with the Hong Kong Ministerial
Declaration of WTO in 2005 but with no tangible benefits; duty preference
available under bilateral treaty of trade with India have been eroding due to
liberalization of trade and reduction in MFN tariffs. Thus, there is paradigm
shift in economic and trade relations and new challenges are emerging as a
result of globalization and technological developments. This provides impetus
for having a fresh look over Nepal's traditional trade and investment relations
with the two neighboring countries.

In above backdrop, this study commissioned by the Institute of Foreign
Affairs, with the Ministry of Foreign Affairs of the government of Nepal aims
at analyzing shortcomings and challenges faced by Nepal in treading the path
of prosperity and development through integration of trade and economy
with the neighboring countries and achieving trade led growth. Thus, the
report primarily highlights the trade and investment relations between Nepal
and two neighbors, analyzes existing legal and policy framework, explores
issues and provides prospective and way forward for enhancing economic
complementarities between Nepal and India and Nepal and China.

The author would like to thank the Institute of Foreign Affairs for providing
opportunity to carry out study on this important theme. My sincere thank
goes to Dr. Rishi Adhikari, Executive Director and Mr. Yadav Khanal, Resource
Person of IFA for their valuable suggestions and support in improving the
report. | would also like to appreciate the support received from other staffs

o




Promoting Nepalese Trade and Investment Relations with India and China

of IFA in availing the relevant literatures and publications. | hope this paper
will provide useful information to all readers, researchers and scholars who
are interested to dig into the problem and prospects of Nepal's economic
relations with her neighbors.

Purushottam Ojha
Former Secretary, Ministry Commerce & Supply
Government of Nepal
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Background

The history of international trade dates back to ancient periods that started
with barter system and later was replaced by the mercantilist trade in the 16th
and 17th centuries. The 18th century saw the shift towards liberalism as Adam
Smith, the father of economics wrote the famous book on Wealth of Nations
in 1776. Adam Smith focused on importance of specialization in production
while David Ricardo in the beginning of 19th century propounded the theory
of comparative advantage which argues for production and exchange of the
specific products having cost advantages to a particular country or territory.
Based on these neo-classical trade theories, countries in the 19th century
and till the beginning of 20th century moved towards economic liberalization
wherein customs duties were lowered, quantitative restrictions abolished,
currencies were made convertible with gold and people were allowed to
move freely for running trade and business activities. International trade
during those years was centered to European countries and America as these
countries made debut on increasing industrial outputs as a result of industrial
revolution.

The aftermath of First World War in 1915 changed the entire course of trade
as countries started taking protective measures to reconstruct the economy
from the ravages of war. This caused contraction in the international trade.
Meanwhile, the global economies once again become hostage to economic
depression of 1930s that led rise in import duties, imposition of quantitative
restriction, import control and licensing. This trend continued until countries
around the world embarked upon the new initiatives of shaping the global
economic architecture in the aftermath of second world war (1939-45) with
the establishment of Breton Wood Institutions. Thus, there is a continuous
shift in the global trading system as the journey started from GATT-1947 to the
establishment of a more liberal trading system under the auspices of World
Trade Organization (WTO). In the 21st century, more developing countries,
particularly the G20 countries have made a strident surge toward enhancing
their share in the global market.

The international trade of Nepal, till 1950 was confined with the neighboring
countries India and the Tibet Autonomous Region (TAR) of China, with the
prevalence of barter trade with the later that continued further until the
first half of the last decade. Almost all foreign trade of Nepal till 1950 was
concentrated with India which ran to 90 percent during the 1950-70. This
gradually shifted towards the third countries since 1970 till 1995 as the share
of trade with India remained stagnant while the trade with rest of the world
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started growing at an accelerated pace with a reversal in the direction of
trade. The reasons behind this includes; growth of manufacturing industries
in Nepal- various industries in the public and private sector were emerging
to help diversification of export; GSP facilities provided by the developed
countries in most of the export items of the least developed countries
encouraged export of woolen carpets and handicraft and quota on garment
under the Agreement on Textile and Clothing (ATC), thus made it possible
to export garments and apparel from the country like Nepal. The signing of
separate treaty of transit in 1978 also helped to build third country trade of
Nepal as this facilitated the transit movement of goods through India. On the
other side, the duty free access to Nepalese goods in the Indian market were
constrained due to the stringent rules of origin criteria requiring domestic
content of 90 percent in 1960 then gradually reduced to 50 percent in 1991
which was difficult to materialize due to the weak resource base of Nepal.

This scenario was reversed again after 1996 when Nepal and India made
an amendment to the Protocol-V of the treaty of trade allowing the duty
free market access to the Nepalese products based on the certification
provided by the designated authority of the government of Nepal. The new
arrangements made in the treaty triggered the flow of investment of multi-
national companies into Nepal and subsequent rise in the volume of export.
This trend of leap-frog growth of export continued until the bilateral treaty
was amended in 2002 with the introduction of new rules of origin criteria,
tariff rate quota and canalization of some products.

Nepal and China maintain a very long history of bilateral relation that dates
back as early as 406 AD and commemorates the visit of a Chinese monk Fa
Xian to Nepal and India. The cultural and social bonds are reflected in the
matrimonial relations between the royalties of Nepal and Tibet Autonomous
Region (TAR) of China as the Tibetan monarch Srong-Chan Gam Po married
Nepalese princess Bhrikuti in the Seventh century and the famous Nepalese
architect Arniko pioneered the construction of white pagoda temple in Beijing
in the 14th century. The trade relations between Nepal and TAR flourished
during the Malla rulers of Nepal and continued further during the latter part
of eighteenth century. Nepal held the strategic position of facilitating transit
trade between British India and Tibet-China. Trans-Himalayan trade was
important both for Tibet and British India during those times. Thus, many
trade delegations and the visit of Buddhist monks between the two countries
used to take place through the territory of Nepal (Sharma-2009).

Nepal's trade relation with China is guided by a number of bilateral agreements
and understandings. These are; Trade and Payment Agreement-1981,
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Agreement on Road Transportation-1994, Agreement on Trade and other
Related Matters-2002, MOU on Establishment of Nepal-Tibet Trade Facilitation
Committee-2009, Letter of Exchange for granting Special Preferential Tariff
Treatment-2010, and Cooperation on Developing Border Infrastructures-2012.
The quantum of economic cooperation and trade between Nepal and China
has been increasing over the past one and half decade.

Direction of Trade

Nepal has been pursuing open and market based economic and trade policy
since 1990s with the abolition of licensing system in export and import,
allowing full convertibility of Nepalese currency in current account, reduction
of tariffs, removal of para-tariffs and development of transport and border
infrastructures for facilitation of international trade. Nepal became a party
to South Asian Preferential Trade Agreement (SAPTA) and Free Trade Area
(SAFTA) in 1995 and 2004 respectively. Similarly, Nepal joined World Trade
Organization as its 147th member and also became a party to Bay of Bengal
Initiatives for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC)
economic cooperation group in 2004.

However, the external trade of Nepal presents a bleak picture particularly
during and after the last decade as the trade deficit is on the rise at an
unprecedented rate. The reasons are obvious; import is at increased speed
while export shows a very tepid growth. The major production sectors like
agriculture, forestry and small and medium enterprises are faltering due
to stagnating production, increased external competition and inadequate
government support. The equal number of work force entering into labor
market each year is absorbed in the foreign markets in the agriculture,
manufacturing and services sectors, particularly in Gulf countries and
Malaysia. Villages and townships are gradually deserted as the young folk
are leaving the productive works behind to the responsibilities of the elder
citizens and women. The foreign currency remitted annually by the migrant
workers is largely used to pay the imports of foreign goods and services. This
in one way or the other is fuelling the imports mostly on luxurious goods and
unproductive items and put inflationary pressure over the supply of goods
and services.

India has remained the largest trading partner of Nepal at most of the times in
history, particularly before 1970 and after 1996 as two-third of the Nepalese
trade in recent years is taking place with India. But, trade with China is still
very much imbalanced as export to this country has averaged 2.4% while the
import averaged 11.4% during the past three years (2011/12-2013/14). The
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following diagram illustrates the Nepalese trade with India, China and rest of
the world (ROW).

Export from Nepal
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Nepalese export to India has increased at an annual average rate of 8.25
percent while it grew at the rate of 20.5 percent with China over the period of
11 years from 2002-03 to 2012-13. But in actual terms, the volume of export
to China was just 2.47 billion rupees in comparison to 61.3 billion rupees in
2012-13.
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Import of the goods from India has increased at an average annual rate of
21.33 percent while the goods from China increased at the average rate of
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20.68 percent over the past 11 year period, as indicated above. In overall,
trade deficit has expanded from 44.5 billion rupees in 2002-03 to 398.5 billion
rupees in 2012-13 with India and from 9.7 billion rupees to 75.8 billion rupees
in the trade with China during the same period.

Besides, the data available from Trade and Export Promotion Center (TEPC)
shows that the ratio of export and import of goods has changed drastically
as the export-import ratio increased from 1:2.5 in 2002 to 1:7.9 in 2014 thus
depicting a dismal picture of export trade over these years. The successive
trade deficit in recent years can have a negative impact on foreign currency
reserve leading to macro-economic instability.

Major export commodities of Nepal comprises of woolen carpets, ready-made
garments, lentils, polyester and other yarn, textile, iron and steel, handicraft
items, silver jewelry, noodles, tooth paste, cardamom, ginger, tea, handmade
paper, pashmina and medicinal herbs. Similarly, the import items mainly
comprises of ; iron and steel, petroleum products, transport vehicles and their
parts, electric and electronic goods, chemicals, machinery and parts, gold,
crude palm oil and cement clinker, among others.

Besides, agricultural and medicinal herbs, manufacturing items like steel pipes
and sheets, dentifrice, foot wear, Aurvedic medicines, fruit juices, cardamom
and ginger are among the major export items to India meanwhile Nepalese
export to China is mostly dominated by wheat flour, handicraft items, hide
and skin, plant and parts of plant products, floor covering and woolen shawl.
Similarly, imports from India comprises of petroleum products, agricultural
goods, equipment and machinery, vehicle and parts and other consumable
items; major imports from China consist of, machinery and equipments,
computer and electronic goods, textile and garments, and fruits and spices.
In overall, the export contains low value and labor intensive products while
imports consist of relatively high value items.

A simple calculation of the terms of trade based on the trade figures of
2013-14 shows that in average per item export value, as measures of export
intensity, remains NRs. 112.7 million and NRs. 5.13 million with India and
China respectively. While the corresponding import intensity of these two
countries comes around NRs. 113.08 million and 25.5 million. This reveals
that trade with China takes place in many items with lower per unit export
earnings!.

1 The export and import intensity has been calculated by dividing the total value of export
and import by the number of items exported and imported in a particular year. In this case,
export and import data of F.Y 2013-14 were considered for calculations.
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Investment Scenario

Department of Industry data (2012-13) shows that total numbers of FDI
Projects in Nepal were 2652 with a total investment of 216,091 million rupee
that provides employment to 181,051 people. Majority of these industries
are in services sector (845) followed by manufacturing (827), tourism
(714), agriculture and forestry based (118), energy (57), minerals (48) and
construction (43).

Of these, the Indian investment comprises of 566 industries (21 percent) with
a total investment of 75,800 million rupee (35 percent) and employment to
61632 people (34 percent of total FDI projects). The number of projects/
industries under Chinese investments are 575 (22 percent), with total capital
investment of 20514 million rupee (9 percent) creating employment to 31594
people (17 percent). The third largest investment is from South Korea with
a total 194 projects with total capital investment of 10735 million rupee,
providing employment to 7696 people.

The total numbers of industries registered with the Department of Industry
till the end of 2012-13 are 5274 with a total capital investment of 619,083
million rupee, providing employment to 458,278 people. These comprises of
614 large industries, 1254 medium and 3406 small scale industries (Industrial
Statistics; DOI-2012/13).

The above statistics shows that India is the largest FDI source country for Nepal
in terms of the size of investment capital and employment despite that this
size in absolute terms is less in comparison to its true potentials. The Nepal-
India joint venture (JV) industries like Arti Strips, Dabur Nepal, Surya Nepal
and Unilever are the large exporters of Nepal. The following table shows the
top ten source countries making investment in Nepal till the end of 2012-13.

Table: Top ten countries as source of foreign direct investment in Nepal

(In terms of value of investment)

Country No of Total Capital Foreign Number of
Industries | (in bill. NPR.) Investment Employment
(in bill. NPR.)
India 566 75.8 37.6 61,632
China 575 20.5 10.6 31,594
S. Korea 194 10.7 6.7 7,696
USA 222 14.8 5.5 13,729
British V. Island |9 11.2 4.8 1,668
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Country No of Total Capital Foreign Number of
Industries | (in bill. NPR.) Investment Employment
(in bill. NPR.)
Hong Kong 23 10.3 3.8 3,263
Canada 31 7.1 2.6 2,107
UAE 12 4.8 2.3 1,621
Singapore 31 7.2 2.1 2,550
Spain 16 2.1 1.9 487

Source: Department of Industry.

In the global map of FDI receiving countries, China stands second in ranking
after USA, with a total investment amount of 124 billion USD while India
ranks 14th position with a total inflow of foreign direct investment of USD
28 billion during 2013. Meanwhile, the FDI inflow in Nepal during the year
remains only 74 million USD which is higher than that of Bhutan (21 million)
and Afghanistan (69 million) but less than rest of the South Asian countries
(UNCTAD-2014).

China is emerging as the potential source country for the foreign direct
investment as the outward FDI from China has almost doubled from 55.9
billion to 101.0 billion USD since 2008 to 2013. Indian outward investment
during the same period is waning at a faster pace (hitting down to 1.7 billion
in 2013 from 21.6 billion in 2008; WIR-2014) but it is likely to pick up in the
wake of high economic growth that India is targeting for the next decade. The
geographical proximity and growing economic engagement between Nepal
and India provide inducement in attracting more FDI from India in the days
ahead.

Chinese investment in Nepal is now moving towards hydropower and
telecommunications from the tourism sector like hotel and restaurant and
traditional medicines and heath care. Meanwhile the Indian investments
were concentrated in manufacturing and moving towards development
of hydropower. There is immense potentiality of channeling the large size
investment in manufacturing, development of infrastructures like expressway,
railroads, ropeway, airports and dry-ports.

Regulatory and Policy Framework

The domestic trade and investment policies and the policies adopted
by the neighboring countries naturally shapes up the bilateral trade and
investment relations between those countries. The domestic trade and
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investments policies of Nepal are embedded in a number of policy papers and
documents like Trade Policy-2009, Nepal Trade Integration Strategy (NTIS)-
2010, Thirteenth Plan 2013-16, Industrial Policy-2010, Foreign Investment
Policy-2015, and initiatives to introduce trade facilitation reform.

Trade Policy bought out in April 2009 replaced the policy of 1992. The policy
attempts addressing the emerging challenges in trade sector bought out by the
globalization of Nepalese trade. The main objective of this policy is to increase
the contribution of trade sector in the national economy; reduce poverty and
accelerate economic growth. The trade policy, besides emphasizing trade
in goods, also duly recognizes trade in services and intellectual property as
equally potential areas of trade sector development. The policy includes an
exhaustive list of measures from institutional to legal and procedural reforms
in way of creating conducive environment for trade and investment in the
country. These measures and provisions are supposed to enhance country's
trade internally and externally. The policy has broadly classified potential
Nepalese exports into two categories; Special Focus Area and Thrust Area
products. Four products are included under the special focus area, most of
which have already been established in the export markets. The emerging
fifteen products have been listed under the category of thrust area products
(WTO-2012).

The trade policy has focused on developing north-south railway and road
corridor for facilitating trade with India and China. It has further subsumed
to develop special economic zones and the Inland Clearances Depots at the
major border customs in North and South in order to enhance the export of
Nepalese goods and facilitate trade. The review and revision of the bilateral
Rail Services Agreement and the exploration of other potential ports for
movement of transit traffic are also well presented in the policy document.

The Thirteenth Plan (2013-16) of the government of Nepal aims at bringing
down the poverty level to 18 percent at the end of the plan with the
projected annual growth of 4.5 percent in the agriculture sector. This target
is also based on assumption that goods export will increase to 6 percent and
combined export of goods and services to 12 percent of GDP. Besides, the
plan has targeted to bring down the level of trade deficit to 20 percent from
33 percent of the GDP over a 3 year period. Export products identified in
the Nepal Trade Integration Strategy-2010 is supposed to provide significant
contribution to this ambitious target. Each of these products will expand
the export coverage to reach at least 1 billion Rupees at the end of the plan
period. Trade development strategies mentioned in the documents implies
on; mainstreaming trade in the development program and harmonization
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of sector specific policies, enhancing participation of the public and private
sector and cooperatives, promotion of the products having comparative and
competitive advantages, promotion of specific products in the value chain
and mobilization of aid for trade for trade facilitation, trade infrastructure
development and trade capacity building. Thus, the Thirteenth Plan focuses
more on generic issues for trade development rather than enhancing export
to specific countries.

Nepal Trade Integration Strategy (NTIS)-2010 charts out a possible course
for the development of country’s export sector over a period of three to
five years together with possible capacity development actions and selected
short to medium term priorities that are supportive of ‘inclusive growth’. The
strategy has identified four major challenges in building a competitive export
sector in Nepal; first, ensuring proper market access through enhanced trade
negotiation capacity, second, building domestic support institutions that can
create a more business friendly environment and help the Nepalese exporters
address the challenges of NTBs, third, enhancing supply side capacity for
the products and services that are considered to be of export potential and
fourth mobilizing overseas development assistance and aid for trade for
implementing the previous three strategies. The document has identified 12
products and 7 services as the export potentials and suggested actions for
their development and export promotion. The strategy is on the process of
review and revision in order to make it flexible and adjustable to the changing
need of market and product.

Industrial Policy-2010 aims at enhancing the contribution of industrial sector
in the national economy and reducing poverty through the harmonized actions
and interventions of the public, private and cooperative sector. Moreover, the
policy emphasizes on increasing the export of industrial products, use of local
resources, skill and raw materials in production, adoption of environmental
friendly production process, effective protection of intellectual property
rights and improvement of human resources skills and knowledge for creating
business friendly environment. Thus, IP-2010 aims at transforming country as
preferred destination for foreign direct investment (FDI).

Government of Nepal has bought out Foreign Investment Policy 2015
replacing the Foreign Investment and One Window Policy-1992. The new
policy attempts to address the challenges in promoting the foreign investment
through prioritizing the areas of investment, managing the investment of Non
Resident Nepalese (NRN), promotion of portfolio investment, utilization of
domestic capital markets, facilitation of investment in special economic zones
and providing physical securities to the industries. The high level Board of
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Investment (BOI) under the chair of Prime Minister has been brought under
the radar of this policy. The Foreign Investment Policy aims at making the
national economy competitive and dynamic by attracting the foreign capital,
technology, skill and knowledge for increasing the output and export of the
industrial products.

The above presents generic legislative and policy framework in the areas of
industry and trade. However, specific to the neighboring countries, Nepal has
concluded bilateral trade treaty with India; the latest one signed in October
2009. This is a preferential trade agreement notified in the WTO under
the enabling clause while Nepal has signed two memorandums with the
government of China for availing the unilateral trade preferences to almost
8000 items in six digit customs tariff headings. Nepal has concluded a number
of agreements with India that has direct bearing on trade and investment
engagement between the two countries. These are; treaty of transit, signed in
1991 and gradually evolving with periodic revisions, agreement of cooperation
to control unauthorized trade (2009), rail services agreement, double
tax avoidance treaty, motor vehicle agreement, and bilateral investment
protection and promotion agreement, among others. A bilateral air services
agreement has also been signed between Nepal and India in 2010 that
liberalizes the air transport services for passenger as well as for cargo services.
Similarly, agreement with the government of China includes; the trade and
payment agreement-1981, transport agreement-1994, agreement on trade
and other related matters-2002, memorandum on formation and operation
of Nepal-Tibet trade facilitation committee-2009 and agreement on border
post development-2012. Nepal is now developing border posts facilities in the
major border crossings in the south and north with the financial and technical
assistance of India and China respectively. These infrastructures will go a long
way in facilitating cross border trade with the neighboring countries.

Issues on Trade Development

Despite the geographical proximity, Nepal has not been able to reap benefits
from the rising economic clout of its two neighbors. Both of these countries
provide duty free market access to the Nepalese goods either under the
bilateral trade agreements or under the unilateral tariff preferences schemes.
The bordering province of Tibet Autonomous Region of China is still a small
market in terms of the number of population. Mainland China is located far
away and transport connectivity is the inhibiting factor for the growth of
bilateral trade and investment relations. Meanwhile, highly populated states
of India like Uttar Pradesh, Bihar and West Bengal are bordered with Nepal
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but the export trade is restricted due to high non-tariff wall, lack of proper
connectivity and regulatory barriers.

Some important issues on way of developing bilateral trade and investment
relations are as follows;

Existing Trade Agreements with the Neighboring Countries are Losing
Relevance

The Trade and Payment Agreement concluded between Nepal and People's
Republic of China in 1981 has become obsolete as this agreement is framed
on most favored nation (MFN) basis and also provides the list of few tradable
items between the two countries. This stands no more relevance in context of
both countries as the members of World Trade Organization (WTO) are bound
to provide MFN treatment on a reciprocal basis. The memorandum signed on
2010 and 2014 on availing duty free tariff preferences to Nepalese products
is basically the extension of unilateral preferences extended by China to all
least developed countries in line with the announcement made in Hong
Kong Ministerial in 2005. This arrangement provides no special dispensation
for Nepal beyond the similar preferences extended to all least developed
countries.

Similarly, the preferential trade agreement with India provides duty free
access to all Nepalese goods in the Indian markets, except a very small
negative list. The preferences available under the treaty are being eroded as
the government of India has also announced duty free tariff preferences to all
LDCs around the world with some products in the negative list. Preferences
available to south Asian LDCs are more attractive in comparison with the
provisions laid in the Nepal-India bilateral treaty. No substantial provisions
are made in the treaty for addressing non-tariff and para-tariff barriers and
trade facilitation issues.

The preferences available under the bilateral agreement or unilateral
preferences are thus insufficient to address the growing challenges of export
development in the wake of globalization and liberalization of trade and
investment regimes.

Non-tariff Barriers Taking Away the Benefits of Tariff Preferences

Non-tariff barriers are the major causes behind the low performances of
Nepalese trade. Lack of test laboratories at the land customs stations, non-
accreditation of the Nepalese laboratories, prevalence of state taxes and
various surcharges in export items are debilitating the export trade of Nepal.
A burning example at the current stage is the imposition of transit fee by the
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Government of UP on medicinal and aromatic plant products from Nepal while
crossing their borders. Besides, the applications of additional countervailing
duties over and above the normal CVD are also deterring the export of
readymade garments from Nepal. Similarly the application of Additional Duty
of Customs (ADC) on some products including the ready-made garments is
still unresolved.

Export of agricultural products both to India and China is largely affected
due to the sanitary and phyto-sanitary requirements imposed through
their national legislations. Nepal-India treaty of trade in Protocol to Article
Il mentioned that SPS certificate issued by the competent authority of one
contracting party will be accepted by the other contracting party, subject
to meeting the mandatory requirement of importing country. This provides
space for seeking the measures for meeting the requirement of both countries
entailing to harmonization of standards, testing and certification procedures.
But, these are not really translated into action. Nepalese Bureau of Standards
and Metrology and the Chinese Administration of Quality Supervision,
Inspection and Quarantine (AQSIQ) signed a memorandum in 2005 for
enhancing cooperation on test and certification of the industrial products.
But, this agreement has not still demonstrated any results of meaningful
operation. First, there are very few industrial products exported from Nepal
to China and secondly, there is no vitality in implementation. A memorandum
was signed between the government of Nepal and government of China in
2012 for facilitating the export of citrus fruit from Nepal but it has not yet
been implemented. Agreement and understandings are full of promises but
are rarely implemented.

Getting through the maze of laws, regulations and institutions is a big problem
for the Nepalese exporters of agricultural and food items. There are ten laws
and regulations and seven decree of AQSIQ that are relevant to China's SPS
regimes. The SPS responsibilities are fragmented and distributed over five
different agencies: Ministry of Health, Ministry of Agriculture, ADSIQ, State
Administration for Industry and Commerce (SAIC) and State Food and Drug
Administration (SFDA). Getting through these institutions and processes
poses serious challenges in clearances of export.

Weak Production Base and Supply Side Constraint

Nepal as a land-locked country is faced with the challenges of enhancing the
productive capacity of the economy and competitiveness of export product
and services. The geographical disadvantages combined with poor state of
transport infrastructure and border delays have resulted in high cost of doing
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business Given low level of investment in the agricultural and manufacturing
sector and low economies of scale, Nepal virtually does not provide any
competitive and comparative advantages products to trade with its neighbors.

Enabling investment climate is important for enhancing the production of
goods and services that requires appropriate regulatory framework, rule of
law, good governance and fair competition within the economy that helps
in creating employment, growth and additional surplus for export. Rigidity
of labor markets, sluggish industrial and agricultural growth, and weak
production base, small economies of scale and inefficient factors of production
has constrained the growth of export over the years.

Inadequacy of Transport and Border Infrastructures

Many production areas in Nepal are scattered in small townships and hamlets,
and still deprived of connection with the national road network. By the end
of 2013-14, Nepal has a total of 26446 km road length of which 11197 km
are bituminous, 6086 km graveled and the remaining 9163 km earthen;
serviceable only during the dry period. The road density is around 5.57
km per square kilometer, less even from the standards of South Asia®. The
rural roads constructed by the District Development Committee and Village
Development Committees (53143 km) outnumbers the length of strategic road
networks under the Department of Roads but those rural roads are mostly
unserviceable round the year due to lack of maintenance. Lack of connectivity
has discouraged production due to constraint in supplying inputs and
providing market access to the agricultural, non-timber forest products and
the SME products. The development of border infrastructure is limited to four
major border posts namely Kakarbhitta, Biratnagar, Birgunj and Bhairahawa,
in the southern border. Two border posts in the northern border at Tatopani
and Rasuwagarhi are in disarray due to the heavy damages caused by the
earthquake of April and May 2015. Some other strategic border posts still lack
proper physical facilities for operation. Congested spaces, lack of warehouses
and parking facilities for containers and vehicles, insecure operation and
choking traffic has caused delays, inefficiencies and high turnaround time for
the vehicles and containers, increasing the cost of operation.

The railway network in Nepal exists in two stretches; first railway line of 52
km extends from Jayanagar (Indian station) to Janakpur. This is a meter gauge
railway for the purpose of passenger movement as no trade traffic passes
through this border crossing. The second railway line (Broad Gauge) passes

2 GON, MOEF, Economic Survey-2072 (2015)
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through Raxaul to Birgunj ICD which has a total length of around 5 kms in the
Nepalese territory with six full length rail lines built inside the ICD. This rail
line serves the goods traffic mainly from gateway port and stations in India
to Birgunj ICD. Domestic air transport is well developed as there are almost
a dozen private air carriers and 32 short take off and landing (STOL) airstrips
in various districts. No Inland Waterways Transport is yet in operation despite
the three big river systems existing in the country.

Cost of Transport and Logistics is High

Nepal as a landlocked country is facing high transit transportation and
logistics cost. Current system of transit movement through the port of Kolkata
is heavy and burdensome as emerging concept on transit transportation and
technologies provide for secure, fast and reliable transit services. Enormity
of documents and complex procedures followed in clearance of cargo at the
seaport and hassles in transit movement combined with the inadequacy
of physical infrastructures poses greater challenges in reducing the overall
transaction cost. The use of Visakhapatnam port, Singhabad-Rohanpur
corridor, and simplification of the procedures for rail movement (pending
review and revision of rail services agreement) and simplified operation of
Kakarbhitta-Phulbari corridor are important in facilitating transit traffic but
yet no serious attention has been given by the governments.

Nepal ranks 108 out of 189 countries in the Doing Business Report of the
World Bank-2015 which is one position higher from the overall rank in 2014.
The country has progressed in the parameters of dealing with construction
permits from 126 to 91 and little improvement on the indicators of registering
property (from 29 to 27) but fallen back in all other parameters. In the
parameter of trading across border the performance is very much dismal
as the position in 2015 has fallen back to 171 from the ranking of 169 in
2014. Cost of import of a container into Nepal has been calculated to be
around USD 2650 while the cost of export per container is around USD 2545
which is higher from the average South Asian cost of USD 2117.8 and 1922.9
respectively (WBG-2015).

Physical infrastructures in the northern border crossings are in a very primitive
stage and needs enhancement. Narrow road over the fragile slopes frequently
damages the road and bridges almost every year during the monsoon season.
Lack of modern facilities equipped with the warehouses, parking space
and equipments in handling the traded cargo is making the task of trade
and logistics expensive and ineffective. Government of Nepal has not yet
considered the transit transport agreement with the government of China.

o
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Slow progress on harmonization of customs and border agency cooperation

It has been a much debated issue at the bilateral, regional and multi-lateral
forums and also reflected in the WTO trade facilitation agreement. The
bilateral mechanisms between Nepal and India at the commerce secretary
level and customs DG level have discussed this issue at length in the past.
Limited progress were achieved in terms of harmonization of working hour
and work days between cross-border customs, but the documents, work
processes and regulatory mechanisms still stands in different settings.
Moreover, the introduction of electronic lodging of the documents for speedy
clearances of cargo and reliability of data is still under discussions, reeling
under slow process. Mutual recognition of inspection, test and certification
of the traded products could eliminate the need of repeating the same test
across the borders. Border agency collaboration is not well defined in the
bilateral trade agreement and the mechanisms built in the Nepal-India treaty
of trade also does not function effectively.

The work processes, particularly the documents and procedures on border
clearances on overland trade with china is not harmonized. However, the
working hour has been made compatible for the workdays despite that
weekend holidays does not comply with each other.

Erosion of Preferences Disproportionately Affected the Nepalese Exports

Nepal has been enjoying duty free market access in India for all products,
except a small negative list. Nepalese export to India substantially increased
during 1996 to 2002 which is mainly attributed to the arrangement made
through amendment in the protocol V to the treaty of trade in 1996. The
first decade of the current century witnessed paradigm shift in the pattern of
global trade triggered by removal of tariff barriers by various countries. The
preferences available to Nepal under the bilateral treaty has been eroded,
primarily due to reduction in MFN tariff, secondly, preferential market access
provided to other free trade area partners and third on account of India's
Duty Free Tariff Preferences (DFTP) schemes for least developed countries
(LDCs) that came into effect in August 2008. The scheme with its full operation
since April 1, 2014, allows duty-free market access on about 96 percent of
India's tariff lines and 2.2 percent of the lines under preferential duties. Only
1.8 percent of the tariff lines have been retained in the Exclusion List, with no
duty concession®.

India has extended tariff advantages to South Asian LDCs well ahead of
trade liberalization program under South Asian Free Trade Area (SAFTA)

3 Sixth Trade Policy Review of India-2015, WTO, Geneva
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agreement. Accordingly, all the South Asian LDCs are entitled to get duty free
access to Indian markets except the alcohol and tobacco products. This has
necessarily dragged Nepal in competition with rest of South Asian LDCs in the
Indian markets and also diluted the preferences available under the bilateral
treaties. Given the low level of competitive capacity, Nepalese exporters are
disproportionately affected from erosion of available preferences.

Ineffective Institutional Mechanisms

Nepal-India treaty of trade has constituted the bilateral consultation
mechanisms at the level of commerce Secretary and Joint Secretary, called
Inter-Governmental Committee (IGC) and Inter-Governmental Sub-Committee
(IGSC) and is supposed to meet at least once in a six month period. The meeting
of IGC and IGSC is already overdue by one and half year. Given the number
of issues cropping up for various exportable and processes, it is very much
important to maintain the regularity of the meetings to get the problems
addressed before it is too late. The institutional arrangements made under
the bilateral treaty of trade are not functioning very much effectively. Some
crucial issues like the CVD on readymade garments, requirement of country
of origin for transited goods and review of the Rail Services Agreement could
be settled without much chorus of wrangling if the consultations were held as
frequently as provisioned in the bilateral agreement.

The current coordination mechanism is mostly limited to central level and
no effective sub-national level mechanism has been construed to discuss the
trade and economic cooperation issues.

Nepal and China concluded an agreement in September 2009 that established
the Nepal-Tibet Trade Facilitation Committee (NTTFC). This committee was
mandated to coordinate and facilitate cross-border overland trade between
Nepal and Tibet, China. But, this coordination body has not yet been able to
make any tangible accomplishment, following its terms of reference stated in
the agreement.

Dealing with Informal Trade

Informal trade has been a part of life in the border area. Whenever, the
cost of compliance for formal trade is high, people normally resort to taking
the second route of informal trade that is impacting the revenue of both
governments and inviting some other social problems as well. Surveillance
over a long stretch of open area along the international border is a difficult
task which has become more complicated due to closer and almost merging
settlements across the Nepal-India border. As a result, the volume of informal
trade is high and mostly unaccounted for. A survey done by ICRIER in 2000
reveals that food items mainly rice and pulses, consumer goods namely,
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salt and cosmetics, textile and ready-made garments are normally traded
informally from India to Nepal while electronics items, beetle nuts, and
consumable items are traded informally through Nepal to India. Similarly,
electronic goods, toys, textile and garments are informally traded from China
while the medicinal herbs and plant products like Cordyceps, Chiraito, Buddha
Chita, and Rudrakshya are traded informally from Nepal to China. There is no
systematic study done to assess the volumes of informal trade taking place on
both sides of the borders.

Prospects and the Way Forward

The potentials of Nepal-India trade and economic cooperation can be
unleashed at three fronts. First, the existing agreements that serve the
trade in goods should get a focus from new perspectives of increasing intra-
industry trade, commercialization of production and quality enhancement of
the products that requires addressing non-tariff barriers, increasing transport
connectivity and implementing trade facilitation measures. Secondly, focus
should be given on energy trade through development of hydro-power that
requires creating a favorable investment climate in the country and thirdly,
there should be collaboration for promoting the services sector, particularly
tourism, education, health and ICT. This also requires creation of favorable
investment climate for commercial presence under mode-3 of GATS and
promotion of cross border consumption by the people (Mode-2) of each
other country.

Despite that government of China provides zero duty treatment, the
preferences largely remains unutilized due to supply side constraints, high
production cost, low competitiveness and prevalence of host of non-tariff
barriers. Besides, limited banking services, export concentration in Tibetan
markets and limited promotional measures are the causes behind the poor
performances of Nepalese export to China (Shakya-2014). Thus, export
performances depends upon a number of factors like; minimizing transaction
cost, enhancing FDI on export oriented industries, changes in industrial
structure, market diversification other than Tibet (TAR), and concessional
financing for industrial infrastructures are considered important elements for
export development.

Both India and China provide potential markets for large range of export
products from Nepal. Both countries are big markets vied by other exporting
countries from around the world. The total volume of importinto Chinain 2011
was 1.7 trillion USD which increased to 1.95 trillion USD in 2013. Similarly, the
total merchandize import into India in 2011 was 369.8 billion that increased
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to 450.2 billion in 2013. The share of Nepalese export in comparison to the
total import of these two countries are negligible and provides opportunities
for growth if right kind of policies are pursued.

Both India and China form the good sources for outflow of foreign direct
investment despite that China is far ahead than India in making investment
abroad. Meanwhile, China is reinforcing its role to become an important
source of FDI as the outward flow of investment from China remained 70.1
billion USD in 2012 and large portion of this was funneled to Hong Kong (46.5
billion USD). For a country like Nepal, where the total FDI inflow is around
950 million USD till the end of 2012-13, both emerging economies in North
and South could make inroads for enlarging investment in manufacturing,
infrastructures, agriculture and services sectors.

Some important initiatives to enhance economic and trade integration with
the neighboring countries are outlined below:

Review and Revise the Bilateral Treaties

The fundamentals of treaty of trade and transit with India are inherited from
the provisions made in 1978 and no substantial changes have taken place in
the treaties except some changes on its protocol or memorandum. The treaty
of trade basically focuses on tariff concessions which are now superseded by
the provisions of SAFTA agreement and consequently many provisions of the
bilateral treaty have become irrelevant. Similarly, the provisions enshrined
in the Almaty Program of Action-2003, Vienna Program of Action-2014, and
WTO trade facilitation agreement has necessitated reviewing the provisions
of treaty of transit framed back in 1991. The technological innovation and
conceptual changes over the philosophy of trade and transit has infused the
elements of dynamism in the methods of international trade. The treaty should
be able to embrace the adaptation of these innovations and not confine to
the rhetoric of tariff preferences and conventional wisdom of transit.

Duration of these treaties is limited to a time frame of seven years. Each
time there are negotiations before renewal of the treaties; particularly in
case of transit treaty, provisions are often amended which signal a sense of
insecurity and unpredictability to the entrepreneurs and potential investors.
The agreements should be for fairly long period, preferably perpetuating
until modifications are warranted, that ensures goal of achieving further
integration of the economies.

Stringent rules of origin criteria, combined with the increased SPS and TBT
barriers offset the potential benefits of export trade. Enhancing customs
cooperation and transport connectivity and addressing non- tariff barriers
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are important measures to effectively connect markets on both ends. These
complementary measures are needed to promote cross border trade in
goods while there should be a concerted effort to enhance cooperation on
trade in services, and investment that could be leveraged for containing the
looming trade deficit. This requires navigating the trade agreements to the
comprehensive package from simpler regime that requires considerable
efforts targeting the non-tariff issues, trade capacity building, investment,
trade facilitation, registration and protection of intellectual property rights
(IPR) and simplified rules of origin criteria and even product specific rules
whenever it is so warranted.

The unilateral trade preferences available under the Zero Tariff Scheme of
China remains largely unused as the non-tariff issues, transport connectivity,
transparency of the rules and regulations are not part of memorandum signed
between Nepal and China. The rules of origin criteria are more stringent and
difficult to qualify by all export potential products from Nepal.

Joint efforts in increasing production and output create synergy and induce
bilateral trade. There should be exploration to the possibility of increasing
intra-industry trade and creating a production network along value chain
between Nepal and the bordering states of India or the TAR of China. Nepalese
and Indian companies, in particular, should consider long term partnership
for integrating their production process. For example, there is potentiality of
making investment in the development of high value agricultural commodities
and the non-timber forest products that in turn provides raw materials for the
industries either located in Nepal or in India. Similar industrial cooperation
could be sought in other sectors like production of ready-made garments,
light engineering goods, wool products and IT services. This type of provisions
should be duly acknowledged and accommodated in the revisions of treaty
of trade.

Consider Negotiating Bilateral FTA with China

China has concluded 12 FTAs with over 20 States and regions. It is currently
negotiating FTAs with the Gulf Cooperation Council (GCC) countries, Australia,
Norway, the Republic of Korea, and Japan.

China provides duty free market access to the LDCs for more than 90 percent
of products in six digits CTH classifications. Nepal is also a beneficiary
country under the scheme but not able to harness benefits as there are
inherent issues in realizing the export opportunities. Nepal should consider
negotiating a bilateral free trade area/preferential trade agreements that
not only covers duty preferences but also support Nepal's supply capacity
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to enter into Chinese markets with Nepalese goods and services. Such an
agreement should consider including investment, SPS support measures and
trade facilitation activities that help in building the national capacity.

Promote Trilateral Cooperation on Transit, Transport and Energy

India and China are more than ever engaged in the bilateral economic and
trade cooperation in the past decade and half. The bilateral trade between
these two countries was just 3 billion dollar in 2000; it grew to 70 billion
dollar in 2014 and expected to hit 100 billion dollar in 2015. To put this in
perspectives, both countries have made a resolve to increase the trade to
500 billion dollar by 2019*. India and China are working towards increasing
connectivity for enhanced economic engagement. The concept of South Silk
Road (SSR) connecting Kunming city of Yunnan province, China with Kolkata,
India via Myanmar and Bangladesh, also called BCIM corridor, has been
mooted in recent years and a motor rally was successfully organized in 2014
to link those two big cities. Discussions at Track-Il level have started to make
this SSR initiative broader by connecting Nepal in the beltway connecting India
and China. This requires developing world class highway between Kolkata and
Lhasa passing through Nepal. This is possible if the neighbors on both sides
are convinced on the need of enhancing trilateral economic engagement that
would help to grow Nepal vis-a-vis its two neighboring countries. Nepal could
serve as land link for revival of traditional trade route and meeting place for
investment in tourism, hydropower, mineral and agro-based industries for the
investors from India and China. The Track-1l process which has begun in recent
years should be continued and be able to prove that the process of trilateral
economic cooperation would be a win-win game for the partnering countries
that would help to take the process to Track-I level.

Work on Enhancing Connectivity and Border Infrastructures

The transport infrastructures at the bordering areas are mostly old and
outdated. The national highways of India are not connected to Nepal-India
border, rather linked through the feeder road. Most of the roads crossing
India-Nepal border are narrow, congested and poorly maintained. The
development of border infrastructures in the form of ICPs and ICDs has
started in recent years but these infrastructures are yet to be fully developed
and bought to operation.

Both governments should focus on developing cross border transport
connectivity through the road as well as rail transportation that will help to

4 Such a resolve was made during the visit of President Xi Jinping to India in September 2014.
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create competition on transport and reduce the cost of cross border trade. The
proposed five cross-border railway link (a) New Jalpaigudi (NJP)-Kakarbhitta,
(b) Jogbani-Biratnagar (c) Jaya Nagar-Bardibas (d) Nautanawa-Bhaiahawa and
(e) Nepalgunj Road-Nepalgunj would help to create better transport linkages
for cross border flow of goods and people between Nepal and India.

Cross border movement of Nepalese transport vehicles into India involves
complex procedures and formalities. The movement of the passenger vehicles
(public transport) between two cities of Nepal and India has been during the
last year (2014). However, the goods transportation mechanisms still not
made effective. The existing process needs to be simplified and made easy so
that transportation will not be a barrier and the reason of high cost of trade.
Improving transport operation along the transit corridors combined with
upgrading of port and border infrastructure is essential to promote bilateral
as well as overseas trade of Nepal.

Nepal has two serviceable roads connecting two (Tatopani and Rasuwagadhi)
out of the six designated border crossings with Tibet of China. Both of
these roads are now temporarily closed due to the earthquake of April-May
2015 and landslides triggered by quake and downpours. These two border
posts also lack the adequate parking and warehousing facilities and allied
infrastructures for speedy clearances of cargo. Government of Nepal has
initiated the development of infrastructures on these border posts with the
financial and technical assistance of the government of the People's Republic
of China and construction work of Inland Clearances Depots (ICDs) was in
progress in Tatopani customs. But, the ongoing construction works at this
border post and plan of developing similar kind of facilities at Rasuwagarhi
has now been suspended due to natural calamities of quake and landslides.
This has necessitated to develop at least two other border posts one in the
eastern region and the other in the western region to maintain the regularity
of exchanges of goods, services and facilitate the movement of people in case
of natural disaster and also enhance the bilateral trade from those areas. It
is important to upgrade the road standards and safety on the Nepalese side
of the highway leading to the Nepal-China border in view of fragile geological
settings and weakened mountains.

Road network on Tibet is well developed and the territory gets Railway system
that runs in the highest elevation on earth. The Railway Network connects
Xigatse, the second largest city in Tibet, south-west from Lhasa. Government
of Nepal is seeking support from the government of China to connect this
railway network to the northern border of Nepal that would help to enhance
physical connectivity between the two countries.
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Enhance Border Agency Cooperation and Trade Facilitation

Infrastructures like roads, transport arrangements, container yards, quarantine
facilities and use of technological innovations are important for efficient
border clearance processes. However, these are not sufficient conditions to
improve cross border trade. Harmonization of documents and procedures of
the border administration like customs, quarantine, and food safety agencies
also play equally important role in reducing the cost of transaction.

The Nepal-India treaty of trade has made provisions of border agency
cooperation with institutional mechanisms at the level of Customs Officer and
similar arrangement is made with Tibet-China under the Nepal-Tibet Trade
Facilitation Committee (NTTFC). But, both of these mechanisms are not found
effective to address the border clearances problems. Similarly, the process,
documentation and IT enabled services is still to be harmonized across the
border. Thus, reducing delays and facilitating cross border trade demands
cooperation under the bilateral treaty framework. Enhancing border agency
cooperation, maintaining transparency and predictability in application of
rules and regulations, introduction of cross border electronic data interchange
for border control are some important measures for facilitating trade with
the neighboring countries and beyond. Government of Nepal should take
initiatives to make the border agency cooperation mechanism effective by
reorganizing the existing committees and delineating the work scope and
processes for these committees.

Improve Transit Transport Operation

As a landlocked country, the international trade of Nepal largely depends
upon the transport infrastructures and the transit arrangement with the
neighboring country, particularly with India. Traditionally government of
India is providing transit services through the port of Kolkata and Haldia
connected to Nepalese borders at 15 Land Customs Stations (LCS). Besides,
transit services are available to Nepal to connect Bangladesh through the
LCS of India at Panitanki-Phulbari and Radhikapore via road and rail route
respectively. Thus, the cost of transit transportation is one of the determinants
of the competitiveness of the Nepalese trade. Rationalizing the cost and
improving transit services requires renegotiating transit treaties and the allied
agreements like rail services agreement and operation modality of transport
vehicles in the transit corridor. This requires strong skills and capacity of
the government to negotiate transit related agreements, creating value for
mutual benefits of both countries.
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The WTO Trade Facilitation Agreement provides framework for streamlining
trade facilitation and transit transport cooperation. Application of the
risk management in inspection of goods, non-discrimination in test and
certifications, rationalization of fees, pre-arrival processing and electronic
payment of duties, taxes, fee etc. post clearance audit, publication of
the average release time of goods, use of authorized operators are some
important measures mentioned in the agreement. Similarly Nepal is in
the process of becoming a party to Revised Kyoto Convention (RKC) which
provides simplified but effective customs control mechanisms. India is already
a party to this convention. Another important instrument is the Vienna Plan of
Action-2014 agreed by the landlocked developing countries and their partner
transit providing countries. Nepal should emphasize on building the transit
procedures on the premises of these three international instruments while
reducing the burden on trade and improving transit performances.

With the development of railway systems in Tibet, China and the prospective
of Tibetan railway linking to the Nepalese borders in near future, government
of Nepal may consider negotiating a transit agreement with the government
of People's Republic of China. Allocations of transit corridors on both sides of
the borders would be in the best interest of Nepal, for the longer run, though
there may not be immediate gain in the short term.

Develop Insitutional Mechanisms to Address the Non-tariff Issues

There are synergetic relationships between standards and trade. Different
levels of sanitary and phyto-sanitary and technical standards pose barriers
to international trade. The cost on account of non-tariff barriers is normally
higher in India and Bangladesh, two major trading partners of Nepal. A study
done by CUTS India in 2013 reveals that aggregate potential savings from
NTB reforms in India would come around 310.05 million dollar®. Nepal as
one of the exporting countries could be the beneficiary of this reform. Thus
harmonization of standards, test and certification between the exporting and
importing countries is needed in order to address the large part of non-tariff
issues.

The framework of current trading arrangement between Nepal-India and
Nepal-China does not cover the non-tariff measures. Nepal-India treaty of
trade has mentioned works related with harmonization of standards and
mutual recognition of SPS certificates but this has not yet been implemented.

5 Reforming Non-Tariff Barriers: Case for a Participatory Approach in South Asia; CUTS

International; July 2013
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The agreement between NBSM of Nepal and AQSIQ of China on inspection
and certification of industrial goods also remains tardy. Non-tariff barriers
are often not transparent, unpredictable and discourage export. Dealing with
NTBs requires greater collaborations and confidence building among the
trading partners.

Hence, government of Nepal should consider on; concluding a complementary
agreement with neighboring countries to address the SPS and TBT related non-
tariff issues, carrying out legislative and institutional reforms for enhancing
the capacity of the national quality infrastructures, and obtaining technical
and financial support to strengthen the capacity of the Nepalese laboratories
on quarantine and food safety. At the same time, it is essential to educate the
Nepalese exporters on the SPS requirement of neighboring countries as part
of capacity building measures.

Nepalese officials normally do not get prompt information on the new non-
tariff measures applied by the importing countries. Such information is passed
by the exporters to the government authorities whenever they face serious
problems during export of goods. This kind of information asymmetry often
results to unnecessary hurdles to exporters. The notifications issued by the
Chinese government are normally in their language and interpreted by their
officials. In such a condition, the Nepalese trader depends solely on the mercy
of the border official as to the interpretation of the notifications. Thus, it is
important to make mandatory to notify any trade policy measures promptly
whenever it is issued and provide some lead time to implement the measures.
There should be complete restriction in imposing any rules with retrospective
effects.

Government should consider enhancing collaboration with the SPS
and TBT authorities of both neighboring countries through constituting
separate institutional mechanisms and enhancing bilateral cooperation for
strengthening the Nepalese inspection, test and certification procedures.
Such dialogue platform would help to chart out and implement plan for
removal of the non-tariff and para-tariff barriers on both export and import.

Enhance Cooperation on Development of Hydropower and Infrastructures

Hydropower represents Nepal's nature gifted endowment that has
potentialities to take the economy on high growth trajectory. However,
it has been a much talked issue but less attended on implementation. It is
widely accepted that promotion of hydropower projects for power sharing,
flood control and water management cooperation are essentially important
in promoting complementarities and prosperity between Nepal and the

bordering states of India.
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Hydropower provides potential area wherein the Indian and Chinese
investors could be invited for development of the project and sharing of
benefits. Similarly, development of key infrastructures like express way,
tunnel road, bridges, airport, exhibition ground, transmission lines, reservoir
dam and dry port are important for enhanced trade opportunities. Nepal
should seek development of such key infrastructures from the foreign direct
investment, equity investment or loans. The policy of promoting joint venture
projects in agriculture, manufacturing and services industry would help in
complementing and justify the investment in infrastructures. Direct financial
and technical support may be sought for selected vital infrastructures from the
neighboring countries that will help in improving connectivity and developing
complementarities of trade. There is growing interest from the investors from
both neighboring countries to invest in development of hydropower and key
infrastructures that needs creation of enabling and supportive environment
backed by favorable policy and strategic measures.

Promote Joint Tourism

There are immense potentialities in promotion of joint tourism between
Nepal-India and Nepal-Tibet, China. The landscape from the Indian Ocean to
the highland of Tibet provides diverse climate, people, flora, fauna and culture
that could be of great attraction to the tourist from other countries. Religious
tourism possess one of the potentials in promoting linkage as the important
Hindu and Buddhist shrines are found in Bodh Gaya, Benares, Ayodhya,
Mathura, Brindawan, in India, Pashupatinath, Muktinath, Barahkshetra,
Janakpurdham, Swyombhunath and Lumbini in Nepal and Kailash in Tibet.
Similarly, Buddhist circuit could be developed and promoted to attract more
visitors from other countries particularly countries from South East and East
Asia as the joint tourism may extend from Bodh Gaya to Lumbini and further
to Lhasa.

Nepal, India and Tibet China are rich in culture and traditions. Himalaya
provides scenic beauty and the opportunity for adventure tourism like
trekking and mountaineering. The rivers flowing down from the Himalayas at
high gradient make good spot for rafting and kayaking. Natural forest, lakes,
ponds and wetlands are the nature gifted resources for tourism promotion.
Collaboration to promote joint tourism brings immense benefits to the people
for improving their life and livelihoods.

Mobilize Trade Related Technical Assistance

As a least developed country, Nepal is entitled to receive the trade related
technical assistance and the aid for trade to enhance its trade related
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capacity. Such assistance is normally handed out by the OECD countries. As
the emerging economies of Asia, India and China are providing duty free
tariff preferences to the product of least developed countries including
Nepal. Being the next door neighbor, Nepal should be able to reach out to
these countries for trade related technical assistance to build up the national
capacity. Both these countries are coming forward to support the least
developed and other developing countries in improvement of infrastructures
and building trade capacity. India has committed technical assistance under
the service waiver provisions of WTO, particularly in financial services,
insurance services, MSME sector, agriculture and rural development. As the
important trade partners, India and China could be the best sources of trade
related technical assistance and trade capacity building for Nepal and in a
position to leverage the assistance for enlarging market access opportunities
to the Nepalese products and services. Such support may be channelized
for increasing production of the export-potential, enhancing quality of the
products so as to comply with the quarantine/SPS standards as specified by
their regulations. Similarly, the Nepalese traders could be educated on the
customs/export-import procedures and rules to be pursued while exporting
and importing goods from both neighboring countries

Greater Role to Economic Diplomacy

Nepal pursued economic diplomacy as one of the instruments of foreign policy,
particularly since the decade of 1990. Negotiating the terms of trade, transit,
and investment, enhancing cooperation in the areas of tourism, services and
development cooperation are some crucial tasks to be carried while treading
along the economic development agenda of the country. Taking up this role
would require enhancing the responsibilities of the Ministry of Foreign Affairs
(MOFA) supported by capacity building program, specifically on negotiation
skills and familiarization with the nuances of trade and transit. Besides,
the coordination mechanisms between the economic ministries and MOFA
should be strengthened. The Institute of Foreign Affairs (IFA) should be well
equipped and geared towards taking up the tasks of supporting the foreign
ministry on achieving the mission of economic diplomacy. A well organized
training program should be developed and put into implementation as part of
the annual work program of the institute.

The Nepalese mission, particularly the mission chief at the neighboring
countries, should be made responsible for advancing the economic interest
of the country; regular dialogue and trilateral coordination should be held
among the Nepalese missions, MOFA and concerned ministries. The ministry

o




Promoting Nepalese Trade and Investment Relations with India and China

may consider developing an internal evaluation mechanism to evaluate the
performance of each mission at the end of each fiscal year.

In view of the greater economic interest with the adjoining states of India,
Nepal should consider opening Consulate Office at Patna and Lucknow, capital
city of Bihar and Uttar Pradesh. Issues on Nepalese export and trade growth,
in many case, have emanated due to the policy and regulatory environment
of these neighboring states of India. National governments on both countries
may also consider on making sub-national level coordination mechanisms for
resolving the local level issues. Similarly, growing trade between Nepal and
China, albeit fast growth of import, necessarily requires setting up a consulate
office in Guanzhou city of Guangdong province. Such a mission can look into
the problems faced by the Nepalese traders on one side and also facilitate the
visit of Chinese investors and tourist into Nepal.

Promote Public-Private Collaboration

Private sector has an important role in realizing the objectives of trade led
economic growth. The open and liberal economic and trade policies adopted
by the country compelled the government to work in conjunction with the
private sector and infused a new work culture in the bureaucracy as well.
The engagement of the Chambers and industry associations is increasing in
formulation of national economic policies and their implementation.

Enhancing public-private dialogue in broader economic issues is receiving
increased attention as various forums like Industrial Promotion Board,
Board of Investment, National Transport and Trade Facilitation Committee,
Employment Promotion Board, Revenue Consultative Committee, and Tourism
Promotion Board are in existence that carry out discussions on relevant
issues and help in maintaining transparency, consistency and predictability
of the government policies and their implementations. A number of cross
border mechanism also exist between the governments to deal with various
economic issues. Nepal and India have constituted such mechanisms in the
areas of trade, transit, investment, transport, irrigation, and hydropower at
the government level. Meanwhile the bilateral consultative mechanisms also
exist between Nepal and China. Besides, there are Track-Il mechanism, at the
level of business organizations like FNCCI, and CNI of Nepal and Cll and FICCI
of India that discuss the contemporary economic issues and provide feedback
to the respective governments. Exchange of business delegations and the
mechanisms of cooperation between Nepalese and Chinese business entities
have existed since last several years.
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Two important institutional instruments are available under the WTO trade
facilitation agreement; first is the National Transport and Trade Facilitation
Committee (NTTFC) and the second Transit Coordinator. Nepal has already
constituted NTTFC while India is in the process of constituting such body.
Second, designating transit coordinator to some competent authorities on
both sides would help to enhance the transit transport cooperation. It is
important to develop institutional linkages between the two bodies which
will provide platform to discuss common problems and enhance bilateral
cooperation.

Nepal should focus on promoting G2G, G2B and B2B interactions and dialogues
with the entities both in India and China. Regularity of the intergovernmental
meetings should be maintained and exchange of business delegations should
be encouraged. Governments should consider organizing trade fairs in Nepal
as regular calendar of event and also encourage participation in the trade
fairs in both neighboring countries with a view to promote Nepalese export
potentials. It is also equally important to intensify contacts, cooperation,
and collaboration between the private sector entities in both countries for
promoting trade relations and fostering mutuality of interests and keeping
the private sector abreast of regulatory requirement, facilities and incentives
available in the neighboring countries.

Government to government collaboration at sub-national or provincial level,
regular exchange of business delegations and formation of a business council
with wider participation both from government and business sector could be
considered in facilitating the works of G2G mechanism. This council could be
shouldered with the responsibility of advising governments on actions related
to promotion of bilateral trade and economic linkages, organize trade fair and
identify projects and programs of common concern.

Post Disaster Needs

Industry, trade and commerce sector has experienced relatively a huge setback
in the 14 highly affected districts in the wake of devastating earthquake of
April and May 2015. Physical damages occurred mostly to the micro and small
enterprises that were run at the household level due to the damages and
collapse of the buildings and subsequent loss of raw materials and finished
goods. The next damages occurred to the trade related infrastructures,
particularly road, bridges, warehouses and the border infrastructures. The
road linking to the northern borders of Tatopani and Rasuwagarhi has been
badly damaged due to the landslide triggered by the quake and monsoon
rain. This has affected the overland trade with Tibet-China in a serious way.
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The total disaster effect (loss and damages) to the commercial and industrial
establishment has been estimated to be 36.2 billion rupees. The recovery
need for the commerce and industrial sector over a period of five years is
estimated to be 20.1 and 7.4 billion rupees respectively (NPC 2015).

Micro, cottage and small (MCS) industries that are major sources of
employment and income to the rural population are badly hit by the impact
of earthquake. Export trade with the neighboring countries, particularly with
China is severely affected due to losses and damages to a large number of
MCS industries. In a post disaster situation, the MCS industries would require
interventions in respect of assessment of damages to the production units,
preparation and implementation of business recovery plan that include
reconstruction of sheds and buildings, refinancing, training and retraining,
and enhanced incentives for export among others.

Reconstructionandrehabilitationoftheroad, bridgesandborderinfrastructures
damaged by the earthquake and ensuing landslides, particularly linking the
two northern border posts of Tatopani and Rasuwagarhi is equally important
to bring resiliency to trade and investment. This, on one side, demands for
removal of roadblocks for immediate transport operation and also taking
recourses to carrying out research and develop designs of infrastructures that
could stand and negotiate the fragile slope of the mountains, at the other. The
ongoing works of ICD at Tatopani and the proposed one in Rasuwagarhi need
a fresh look in technical designs in the aftermath of disaster. Government
should consider developing two other border posts one in the eastern region
and another in the western region to link Tibet with the national highway
of Nepal. It is likely that government of China may come forward to provide
assistance for recovery and rehabilitation of the trade routes linking Tibet
with Nepal.

Special Economic Zones (SEZ) are important infrastructures for leveraging the
benefits of transport connectivity and customs cooperation. Nepal has gone
for developing these infrastructures in some key locations in the southern
borders, but the work progress is very much slow. The construction works
of Bhairahawa SEZ is substantially completed but has not come to operation
due to lack of regulatory framework while the work progress in Simara SEZ
is moving at a very slow pace. Government of Nepal should expedite the
construction works on one side and focus on creating legal infrastructure
for completing the incomplete tasks. It is highly probable to take up the
tasks of developing two SEZ; one in Nuwakot/Rasuwa and the other one in
Kabhrepalanchowk/Sindhupalchowk district, the EQ impacted district in
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order to create employment to the local people and also expand the export
trade with TAR of China.

Summary and Conclusion

Despite the geographical proximity and historic economic and social
relationships, Nepalese trade neither could keep pace with the growing
international trade of its two neighbors nor could meaningfully connect to
those big markets. Nepal is losing its share in the traditional market of India,
particularly after the past one and half decade due to increasing competition
and loss of competitiveness of Nepalese products. Trade scenario is changing
in the wake of liberalization of tariffs in South Asia or elsewhere. The effect is
that now Indian and Chinese goods are cheaper in Nepal but Nepalese goods
are expensive in those markets and not able to compete with other exporting
countries.

It is very much pertinent for Nepal to work closely with its neighbors for
increasing export trade, reducing the widening deficit and sustaining trade
in the longer term that requires a coordinated effort to enhance the supply-
side capacity and ensure that market access opportunities are increased
through introducing reform on transport and trade facilitation. This requires a
comprehensive review of the existing trade treaty with India with a provision
of expanding cooperation on trade support measures, non-tariff, para-tariff,
and trade facilitation issues within the framework of trade treaty. Negotiating
a free trade agreement with the government of China should be considered as
measures of reversing the waning trade and investment relations. Enhancing
connectivity, addressing non-tariff and para-tariff barriers, increasing
collaboration and cooperation at the government level and private sector
service providers and traders, enhancing cooperation in services sector like
tourism and hydropower are some crucial elements in forging better trade
and economic relations with the two immediate neighbors. The government
effort should be complemented by the Track-Il process.

The potentials of Nepal-India trade and economic cooperation can be
harnessed at three fronts simultaneously. The existing agreements that serve
the trade in goods should get a focus from new perspectives of increasing
intra-industry trade (trade in parts and linkages through production network),
commercial production and quality enhancement of the export products
along the value chain. Secondly, the focus should be given in energy trade
through development of hydro-power that requires creating a favorable
investment climate in the country and thirdly, there should be collaboration
for promoting the services sector, particularly tourism, education, health and
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ICT. This also requires creation of favorable investment climate for commercial
presence under mode-3 of GATS and promotion of cross border consumption
by the citizens (Mode-2) of each other country.

The current system of transit movement is becoming obsolete in the wake
of emerging new concept and technologies that is based on dual notion
of protecting legitimate interest and facilitating the flow of transit trade
between the transit as well as landlocked developing countries. The reform
in transit is not only associated with the enhancement of the port and border
infrastructures and upgrading the transport system but also with a number
of soft issues like reform in the laws and regulation, improvement in the
governance system, use and application of ICT in transit movement of goods
and services and enhancing dialogue and consultation mechanisms to reduce
hassles and improve operations. Any reform in the transit treaty should be
guided by the three international instruments namely; trade facilitation
agreement of WTO, revised Kyoto convention and Vienna program of action.
These reforms should be comprehensive with long term visions that help in
integrating the markets of partnering countries.

Enhancing trade and investment linkages with the neighboring countries also
require an intensive persuasion and diplomatic effort. Hence, efforts should
be made for enhancing the technical knowledge and negotiating strength of
the officials in the Ministry of Foreign Affairs and the concerned ministries
to advance the economic interest of the country. As an organization, the
Institute of Foreign Affairs is well placed to take up the responsibilities
of analytical research and human resources development in the areas of
economic diplomacy and international negotiation but is severely constrained
due to lack of resources and appropriate institutional set up. Government
should pay attention in reinvigorating the institute as a vibrant organization
to live up to its assigned responsibilities. Similarly, the Nepalese missions
in the neighboring countries should be mobilized and made responsible for
advancing the economic interest of the country.
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a3+ |

ATIRATE ATTAH] HEA FANH BIH T TH AATATER

™

& qan favg aoRAT A%, A1 T AfgF TR @A qfg T IR

.6, SguE, A ¥ U ¥ue qUr AR FHEAlael ATAHeE AR
faear T RS e wfraig T

Q5. AR Y YAT AURATE Aaeqdl Ud g oS b AB[H THIIHH
FqHT A qAT faeaeard STEd GSSIerHT dag T |

%.%. TR qFEg difgs qrard aredl afaerer yagT ¥ @raw Wy faea
FRHT TUTA ITARAR Ted qTS |

Afq qor FEAA

909, UXHRA YEWhdl, SOUE ¥ FaTaHd ST fate T8 Fron et

ahRa wewWIRTaT fvats T

909.9 TS &R anraETeHT Alq SR A% UF 39nTd
fafadiezor TR gfqeaell amTST WRPRATE Aewehdl, IUXH
7 frarmEEr qfaer fHate s |

1093  ARRINGT SATIRETE Afgwaw ard fam TITe TR Tared
TorifeTeRT THATHITE qARTERT T HETEdT TS, |

909.3  A9ee fAata @R wtwafger it gtRuNTa sEwar
THATHRS AR T T T UG a8 |

909.¥  HElq ORET Rl el 8T T IREH SEIThT
WA Afafg RS |

90.9.4  IATdRT THIOMTT SRI TH FEEITATS IT THATTHNT TATST
FrAfElT TAR T AR TRAD, |

909.%  TIH, FAATHl, FNF TAETHAT FLANTT  ATHINAS

N

SARETCAH! [qoadTs AN T qarHehar G5 |

o
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90.9.9%

AMRATE AHATEA, HAadl T WRUSl adrsd (&
ATIRE JaGA TS, |

fafa =R g9gq 7 faar W yHe afdwdaee 1@
faaarfer Ul aeq@l YHE  AATORdEEdTE  GETE
e |

TR T (aiqHes a&® Icaesw 2 Merdeparars
A AT ATIRHAT G2 ¥ TATeTHl Faedl TRAS, |
fepriiars dreared = fHad =mor A ¥ A den
FATFITAT AT, |

F, a9 YRTER TAaH SAETTE ol T fesrar s
SUHe TS STFedT fHaTeag |

ATHere SURTSl AT TR AT T @iRE Tehr
FoAT RIS AT WEE FHoAT GATIHT ARl FR AAia
qfewTOreRT ST At fage |

T IANTH afaaas SR a1 FFIHI FR T @RE
TR A% FraTd T (e AR, ST SIS
7 Al &% ¥ areres feal Tfkes

frataes  SUNeEds  TEMaH  Yiafdewar  smaraEr
e 9T AT SuAed TRIEAE |

frafa g awq T |l IeaaAsd @i =t Heer 9ard,
HIYTT AR AT AP SHRTETR TaT B (eplawehT
ek TAR T (AT |

frataHee IUNTEE T@aell F=a1 9ard AN AT g2 adr
JIcaTE e e TR, |

ATATAATS TEARATIH T A, Fodel qar aweafq @ree
T ATATARITHT YiqeRe AT T AT TEIeEeh] FTaTe
= T IR HHRS JITIEE (Non Tariff Measures) &
THTETHRT TENT TR | 1Y TrereiTs, ®eweidiey
YRS Tl A AR G |

AT IS FAAT T AGF FGHT FEAW T T
frafadra asq q9r FAH T T IS5 TR (Forward and
Backward Linkage) TS q3e T, |

T TITIAT UHT FANTEED] GYETT, FagT ¥ [qehTgeh!
FINT TRl SATIR FERIAT A g T FUIH ITTEw
FIAHEA TRAS, |

TAATCHSE T JAETdT AR TRl Iroeae] goar sAtvaig T8 i

TaET T

Q0.9

fAeaasRel AN FEId JadcAd @ T gfqeqdr
SRR aedeedl e, SHle, (e, Jag= ¥ frarde

T Ao & g Tifes
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qo.R.90

0.2 91

90.R9R

0.k 9%

q0.R9¥%

q0.R.94

90.R 9%

I IR Tehlepd  I0HIGS  Gfgand T AIIce
TEEEH TaeTdl AT T Ao g [aebTaal FednT
e |

foreer SR anfrsy duewer g Hivea fear ar
&Rt (AT gRTer aXqETdl GEE ¥ gHiE TRAs |
TqY TAC TUH AR qqeqdl ewar atagfy T
AT HH-(TO-ATRET ATARIT ATHT AA AT [T
e |

fratasT aeqewedl Joaed, ITAEH HHdT T R afg
T ATEeTSE 9 49, I5u, gfafy ot Iqered WeH ded
TG |

TR JATUTRROT, HRTETT ¥ STRTHAe AT HIHT, it
JAT T ATALAF ATIRATATR TITIAT, AT JaT8 T 36
SR SawdT M |

TR Wrﬂ‘ﬁ’aWUT TEIRAT HIoaT TATTEATE® T qGaThT
RS, | A ATTRAT AR TE3LIATT TATTITAT (Multi
Functional Lab) ¥ Reference Lab &l ¥TIAT TRA, |
IETEwH VAR FAH TH JATAd  ATARF, AT T
FRIMET AMIEUE H IR TUER fAgRer T FE 99
TAEHER! TS, |

ARG TARHT AT FEATEEH! Il ATIGTE (Private
Standard) T I Gre@TE R |

fafadmg a&q qar JareE qEATe aeREEd! @l T
frata gagd s |

ofT drrept AnTeTe Tha gfafvea i fter qur srarifea
TR HAT AT T T HATHT AR o Feam aRAs |
frata =R IR TR daRlge® §aTg A yag

e |

IcAfAR! JHIOTA T WA W g7 IhHaArs SRl T
freraer frama gag 7 awq e FrEr @= T R
e |

FuTerHT fAATT TEATEAT AR aREmd! TR R fard
TAFHT AT Common Facility Center TATIAT 9 FTcaTied
MG, |

fHata arTer 8 qu axqEwdl HaTd I JAR TR
FATIITHAT ATIAS, |
ﬁmﬂmmammmwwwﬁmnﬁ

o

| qid \‘rll‘-IOIl:ﬁ Tl—"f qeTTEr Cb"iE('-\ 9T Tl—"l' HSHI‘I
TS |

AHFH JAEATE JT T TS R IdHT IER
TIAAEES IO TFI=T FAH T ATALIF GedNT A,
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STYRIST &THAT GEAFRT TS ATIR Tl HH T

q90.39
0.3
q90.3.3

q0.3.¥

90.3.4

q90.3.%

q0.3.9

q0.3.5

q0.3%

q0.3.90

90.3.99

90.39R

90.393

90.39%
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TR qaATdRe! e, faear T e T |
Jaafad T AT YATH 9% Ted el qeArs= ATarand
T4 qarar faseear S fGEhs |

el & TR GewTiTaraT SISHUSET JraRita g
geeTe T e faafor iAWy wEen ot faera e
fted yaeiT T T 7% @i |

FATaeTe T Taer aaTed (= TaTAT Wy e qur
FEFERY A-FeAT "R o1 qverar faamor fee |
RN aq@ SaaTed, IoedE ¥ Wiqeqdr ewar
afgepr @mfr s ud ey sl derar awq fas
IR F TRAS, |

e awqsl ey, oY TETOERY, IR
SEIE GRAT AIAHT g RET T AN e
STTETTRT ST ATERg RS |

fHatas= a%q q91 FaTe! IR T JEH ArAafg T
FEFTH Jrafuer wErE S faghg |

AITAAT ITIEA  GATEAT AU X AT T TRIa e
AN ¥ BT (@A, THN, FARd  AATR)
EIEEH ICAET I ICAEHE TGST TR [eRTIET
FEAT T e TR, |

SANE®dTE qU Sl goddd 9 fasa e

o

qafaRe GHATEIare i FrEfad MemeedT aam
A |

JARALRHAT ARG GAE IUUEE AUATSTH AT
AT FOATGE® EeTST HTUFHH ASHT T FATAIA
Mg, |

Faeft qar faaeft e smerfie T el yage T fasr
qtger &7 ¥ faid gage SEwel WUAT UF g
e |

Tt effier &rep! SITRATEe! &aAT M= SaNTewdrs
FoAl TF AT FEIF q ITA IRTSH TeRfeTepT
JAMEE  (Ancilliary Industries) 99T T fAsir &retms
greTled T, |

WA Aem, e a9 T GEdn] GRAarRl GEETnTarET
T TR e 99T e WA ¥ FS A I
gregied TR |

gTadferamr S 7 wReft #o=r yardwr e
fTds aqgedl IET TH SUNEEar 74t gfafy

HIATSA ¥ SR YR AT qER T4 redned TR, |

o
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90.39¥  Tafagarer dEaERATE STAN T HATIS a&Ig&d! IcaTad
TF WY ARRIEd A FHINTHG! TATST  @THNTE,
Jafes, qUSR ¥ JHTOIETET Ted T TS |

90.39% 9aATd Yagaar aNT o@a HT A A T UTERE Girers
JreTed T qrafed IRIpRaTaeEe T qHead TR, |

90.399 Al SARATE FqeTdT SATeA g Mg qear aRane
AEEdl AT Aol gEer Fowarr  fHara geires
STEER] TATIHTHT FATNT FEATIAT HEATT A, |

90.395  ETedTe TUHT FaATaery qHraare dfd getad feareear
T STehT T SRR aardewdl aaal fahd
Tl FAHIEE oAl TG |

90.39% UHTIATC WU &fqel TR ATH T AT e
Afiralyg T SRS qatar AT SaraReRt @it e

qiv=Te s e |

q0.¥. THATAST AT SFEEd YIAeTdr dHar SAatg T

90.¥.9 AT ATIRATE IAIA, TSl T GATARRT FATSH AT q<r
IR FAT TG GRRATTT AATRRIT TR, |

90.¥.X AT WAR YagAF AT faTAE FAAe® GRANH T
AEIF AT FAAE® Tl TH qEEd HEEEEaT
JET A |

90.¥.3 AT ATIR qFa=AT FF9 famgept ®qHT FH T4 AT 9T
YT AT &THaT Aratg TR |

q0.¥ ¥  Fguef A T f3uefr AT g9 GERIAT quT aTareEHT
AT AR JagaaTs qrataerar fages |

90.¥. 4  FEAAT YiATITAT Business Process Outsourcing TRTATHT TaT
fHaTaFeEdrs TR T Gesl AT TR YTl T a<ar
fAeTEAE |

90.¥.§  HUIA FATIR UHEd IUHINGA =T T It Iar
SAEEd! AT TITe AHEvad (Mead T TH=T T ey
S |

q0.¥. ¢ faed MR ETeA T &9 AR TEHIAEEAT HUH
QT ATET AT WS (Mode-4) Aaiael FaT TR
faear T sdger/ 3y SAeIth JaR IS |

q0.¥.c  fq9d HATIR ISR AT IR FEET TEETT TANTH
faspfaa Aot wfqew fasfad Aok (LDCs) @1 fausr
4T ATIRAT G (Service Waiver) AT Afaead Hwrgar faq
T e &/ IET /WIS TE=T TR Al 91 Rhiar
A |

90.¥.%  ¥AT ATIR YagAT [l &aars Grearied T ATa9gehdr
AR Taefr e fageft e afvemes wie |
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q0.¥.90

q0.¥.94

q0.%¥ 9%

gt @warer AT & ¥ ST Aty Hige® AThd Iar
o

AT T ARG ASRAT Gagd 3 fadreer wrdshy
REC IR \?H\§§|
.

TIRTE TSR] ATqR YA TRUHT  SEEIT 5H
q

B <

TRIAT W&l IR TeEH  Oeed IHEEds Aied
FAER ¥ Afq WfaAqu AR FEAER T HATR
A=A AT ATALAF Ted J9T AFATBIT TRAG, |

TR favafaara qur witetae  Seariae dieH
THIUMITEEATE HTdT  [GaTShl AT qREd(ees ATl
TEBIAT T I (haEsdiT TH=g T |

MR FEAERW qAT AN GAFRUEH HAEAWAE FRIAR AW

s
90.4.9

q0.4.R

q0.4.3

qo0.4.¥

90.9.4
0.4 %

90.4.9

qo.4.5

q0.4.%

o

fafd gagd qam AR FESERUEH il TSl
FATZAG |

fored =AIR FETR! Tl HieTEer g qRIere ke Tl
SATIR FEIABTIT AERIATR] BTATEAT T GRIATHAT SqTedT
qU FEIGH  aifde dar wifafyes gemmar foq aamw
FETTHT THET JTALTTATS AR TR, |

IRRIMGT TR YUTel  A@dehl AR Hearsw fafa
HAAE TG TR YERATATS G, WAafTh T FHTEeRT
FATZG, |

TR ST YPRATeTS I Ua =% aATS (el IeIahT
TR fogeped T qfd qH=g T UHEd W= bl
fraTor ¥ faew il

yrara fATaeT TR URATATS 9%, SRal ¥ ARt geTEr
FATTAD, |

TATART AT TR GEedT GAAT G, FAET T
TETUTATS TR TATEAS, |

ST E AThTEweTg CAHNT TAT FRIFAT TTHANETE AT
HAIA TRIGAH Y fard TR-aI GgE AHEEh
FUR ¥ TR TS, |

ART ¥ Aereehl TIAANTETE g [gHalid SATIRAT Turaars
aRaed farger waar fasre T Ievgare dfe= st
T IR ATH TUT A qeATed TATEwHT qaramr famor
e |

FISHIVGIH]  ARIGIT  [TATTRIART  F FroIeATS

FIATAT T T FT HAFFH FMT (THTHEEH ISTHAT q1g
T 98 TR |
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90.4.95
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q0.4.R0
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e TME, ofid VISR, Fvdr¥ he WCad, SF AITeh
MRS [AIREEH AT AITEIE AqET AT qoT
TR TRA |

AT AT Foae, TR HeaTse q9T ST, O
AT TIT FHHRT AR A6 [qgrd ATaAaTe
TaTE & RN ThgR JUMEIeh! 1T TRAS; |

TRAET HaTeTe TAEHRT TATS AT TR AT
TMETH FiadT, TR G GO Yaedr 9tg T gar g
Clearing and Forwarding &7 ¥a7 faear feeg |

SR AgETR TREdIe I3 ¥ Hesl TFale w1 ATAT
agfafa  gam™l  FATHT  ATIRAT  HATART  TRIR /el
FROMEAH  ATST TTSH FALIT T ATaeTF  Haed]
[REIEEEY

qor gur a=eited faumeafed ywE o 9=R
FATATEEAT AT WA, THRI-X AGH, ATARIE, FFIR
TAT AT, FTCeTeA AT=ar a7 ofiq U Fan
TR |

AT qear a=e dadeH AR Jadresd]
frafor ggmewEEr gv= T qur famee g
TEEEE®] FATAHET Fourer ¥ JUANT MRAs | 4
ATALIFATTAR I qedl T=Me FAvr g |

feAe  A9e-9RG AR AERIET T 3 AERIETET
TRTIETR qAT GRATST T TATGHRT HrAT=ae T, |
@y v genfad fareear T W@ar faerR T 9Ed
TG, |

AT TATAAT AUHT T & q@al qaiE, Fea? Hhe
T, Thlehd Wi bl AT T G=aATeA-Tehl IA
T AEALAF GRS HE WA T SAALIh P! SrecHIgd
Frarara faera e TaraEr TR |

ATATTHT TSl ¥ qRHATUCHE Teasl ANMSUHT aEqe® aATeh
a7 g% Sfeby YU HIhd STATT &l FATSId-T7 T=TE
AT TRAS; |

fazeft sharer A fatdewarare frata smaerer
TSR THAT T&qHT TR Heqe Wadedl & aiT H%
AT 9Tesh ATMMEA ST |

fraifaa agee fagel srardesarers smr w3 fedl ST
JFTTaT (AT U THIIT T TSTdeeehl  STETRHT
T IEIEEHT TR Heqd T a4 F2 qaT Pedb qATH
AT IRAS |

YR qUHT ool GG qAT EAE Foel YS[IEEEe
Scafad a¥q A TOAT ATATaHT fave! TR HE e fhar
g | AT S TR TR T TR e
FeRdT TG |
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AT AT TR goTera ATfe AFITAT X T o7y =9qar
ZAToT-9 fa aaen faergas |

90.% FATIRATE AATAD & TFARIHT TIHT TG T TATATETERI T

90.%9

q90.%.R

q0.%3

q0.%.¥

q0.5.%4

90.%.%

q0.5.9

q0.%.5

q0.%.%

q0.%.90

90.%.19

90.5.9R

90.%.93

Aftaa, 8T ¥ TR faem g, Jifd, e
TAT ATATSTATEED] To[AT, FIATEAA, AT AT TS

IFRATHT TR Yagaars fae grataesar fagee |

TR AATATEFROTHET AN Feaiegd Abragsad Aiaid,
IR ¥ AT a9 afagig 79 ae9=d Ties |

et ararept gram WreAeESr Hifq qur WHEifdeEaT 2R
TATATETR T e A, |

FE TAT YAT ATIRIT FHI(eIdq AATATER! o1, I,
FAFHT T AMIEF qolHT ATARTHG (IS TATATARIT
e, |

Fiorsy AT At sotaep! HTaTaa FaedT T T
Arafed TIHT F@ISET T |

favafaamaaess eaHAAT favd AR WeAE yHE
FWRIAT  qAT HTAYUTST, SOTelehl  AIRGEg g
qehIdTes, [qaer 7er gad ¥ Mard g9 A
foyaes qumEer 9 Gt MEET gueEg s |

o oo
TR AATATRIEUH AT fafqe T=ar Aregwesare
T AAHAEF FAHH Foarad s, |
ATy qAT AT FATT, TR JAT (ETRT 9agT Fe,
fafs=r fepraesaT e fava =R e @ o,
HATAT A= Teeht fafe=T afafae® dar WTO Reference
Centre T &THAT AfARg TS |
fofrar e difer, faeft ey, denfnes, e, &fw, &=,
AT TATIR AATHT ATeE T AT AT AT
FAH TRAG, |
TIRET FANT FETIAATRT FATGRRT afe=med T
JagAATs Sg fad [ ahaRaT TH=T qerse Sad
HAGRO AN TRAG |
TATATEHT TS TAbEHT a, THT T ST TR T,
TAITART AT AR, TAATARI TAT TSRO T
gt yage ™ FwEy s |
T, W qA FET T FERAT SANE® TF HWiEem qdr
drraed avf/ FHIIERAe dAiaa SaNewdrs AT
TIRHAT ATEg T FAHAEE Foared TS, |
AT AT, TR T HIAP TeaTT Fobd  aawod]
Iearad gig 7 AT yagd T drewted TR |

o
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90,0 FgUel, & T fuelr o qar AR FEAlas! AAHAE TR
freR ¥ FmRe s sttt T
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FrATEIT TRA B |

FRIET aORAT TEa faeaR 19 qarcAs ®9HT ael
ST FRATAAT TR AP qAT &HA FTSAGEHT T
SR GERTT (Free Trade Agreement) MG, |

ATIRAFG T FaGAH! AN Saedehar dqar fFaefa
AT FERTET T |

AR SATIRBT ANTT FH T IREET 398% Ta faHdr
qAFEEd! Jehicqes qREEd HNEE qul TraiEgee!
Hifeqer qatem, agfafue gar afaar, ardmara giaer ¥ amma
FIT T JTAH TRAEH HEIHT TART T G/ FERTAT
TS |

g, & ¥ fguefra =R afer/ aeRaETe. I9E
YTAEEH] YA T4 UM AR @ TR 0
AAFEEIT TEHhd TRAS, |

gheqor CRMETN ST WEART WeHE gedeedrd A
TR T AR, I, qgF  Foofld, Sl AR,
JHLTHAT AT & AT STAT BIfaqet T FRRIATHRT I
TMEEAT Fehrd TAS, |

AITAHT ATCIF T ATMRF f6d TagT T T agaeia
yifafres qar anfyes TEARTHT AT SHITART @IETHT G
T (faAeee) 1 Frar=ae TS |

qHFH G ALEE UF AR AHaR AAFEedT el
T AUTARl AR, IRed ¥ oAy gArofieReer Feed
GERAT, YRS 9T Hiid HUHEEHT Theddl @es, |
ATl T SATIRAT 3@T bl IRTERT AR EE
garag agded, A ¥ fguefr qewr Al qur awRar
A |

T TURATs AraRifeed Areadn fearsd e ¥ fgaeia
TEHT IREeE A=A GERIAT TRAS, |

o TRETET qUE, WRT, SdRe T qaddE sied
ARRIMGITRET  ATqEATT AWAEdedl  ITeEd  fasra
HFIRTR] FATEIT AR (AT afialg Tas |

e =R T &t AR yumrerer faeraefer qar afaey
farepferct TeTepT TTNT SAaeaT T H=AR T4T FIeT Jed qraem
TAAH AT JAT 9YF  FAERH  ATHAH  SIAN
A |

fazafera Auren famT qar afrsy gaEEEas AR
FHEAN, TSR AT, T TR < Fard gagTem
fafarer qaeEaT garaenl gy af=red i |
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TATAT AT TAT YATEHH THE ATATARAT Ta AATAGT FqEr
NG qAT A FEATAAT AUHT  HABEAT ATl
RIS FTRTSART &FHT FEART ATHAT q47 fa1ar aita
THT FHANEEATS AT bl HTHAT GITeTs, |

TR FFATAATH] ATIRHT AT TATATHEweh!  ATA AR
HAF T T L9 ¥ faeaqr Tieeg | fafa= e g
TEHE AT T/ TEARB HIAAIHATS greqd T a9
AT oIl AT IAT BT T8l ATIR THE (Trade
Cell) FT TZETHUIHT AT ATALAF TALAT TRAS, |
farzetfeera Farel gamaTe qur fEmTEEHT dRARifte =R,
T, TR A oRIAdH GagaTcHeE  HIEHH
Ao I ATAIAF TR AT TRAS, |

I AR AT GAEgH q9T AIEHT qeiTe
E1eAE I G ety o1 1 S G 1 S ) B [ 0
TATATHEEATE AUHT FHETHT UF T SATIR TAT T T3
ATITSTAT T e fergg, |

farzefeera FaTel (AT qo ATiTsT TATaTHEEHT THE AATer
At aeqeed! yeele T TFedT faerges |

e FreEars o T e FEred ar fanr aur
99T HE Gred 3 faaell smaraeal wFHers Sl a4
JAT FAXTH TaGT T q¥S HATAd AMIAT T Gedried
MG, |

Jgueia, g ¥ fguem @R afer s aenidese
Sfeaarars & fag a5 @ aeR faeE, oy g
AT TR Gied / AFRIATERHT AT ardl 6 o
SAHATIH SR TR RS |

frata gaga e @it fazeft s femar geurh dar
IR Fehdath AERIER T4 9678 A8 3evdd
TaT FTHE (ATA Carnet) T FEdl o qger Tl |

foed IR ASHAHT T ATAR T JAT T[T
W, AR YIiafded FaRrd T Fa1 SATIR AATH]
FEAT TAE ¥ WEYg aerdl g Aned deds
foreg /g1 Freeehl GEelhiul TRAH |

% ¥ AT AIRETE Gl UF YgE TN Uh ABIRl qHURHH
AT AT q9T favaeandl IUTET ST T ATag T

90.5.9

90.5.R

T T AT ATIRATS THREGH ®IAT fqepra T ot
TIR T FATAATH TS, |

AT, B TAT AT SANEEATS (99 IJHEA 9T AT
AT ATag e AT W THITHPT q&q 9T
HaTEEd IEA  fqeg TR |
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90.c 90

e = afwer 99 qur daar Aty T IeEE
TS T HeRIET quay e |

LI I ¥ AT TIETHT FEART T T a1 a7
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