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implemented the obligations under its terms of accession and thus, the graduation from the LDC 

category is unlikely to result in significant direct implementation cost. 

Aid for Trade. The main Aid for Trade instrument that is specifically geared at LDCs is the 

Enhanced Integrated Framework (EIF), which represents a relatively small share of Aid for Trade 

flows to Nepal. The count4AhlGTAelGBArlG3AalOA:9ArlG3AklTG3AtlGTAOAtlTAhlOA:9b lG9:Acl9AolG9G3Ayl9A lG:AnlTAilG3Asl3G3AilG3Agl3:Acl9AolG9fllG3A lG3W:ATlG9BG3AaWWMSM:4v9Bsl3A lG:G3Atlp3Atlp3 Tth:9AolG9AmlOA lbAtlTAhlo  



 

 6

1. Background scope and sources 
At its 2015 triennial review of the list of least developed countries (LDCs), the Committee for 

Development Policy (CDP) considered Nepal eligible for graduation from the LDC category for the 

first time, as it met the human assets index and economic vulnerability index criteria, while 

remaining as a low income country (see the box).1 Based on the 2015 triennial review outcome, 

the Committee requested the Department of Economic and Social Affairs (DESA) to prepare an 

ex-ante impact assessment of the likely consequences of graduation for Nepal.2  The impact 

assessment is undertaken as an input to the trienni
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financial markets; and more urgency and willingness to adopt policies to transform the economy 

toward more efficient resource allocations.  The significance of these factors for individual 

countries and their consequences for economic growth and development can currently not be 

reliably established and quantified. Therefore, they are not addressed in the assessment.  

Main sources. Sources used in this assessment include official data, relevant documents and 

studies published by the government, regional and international organisations and other relevant 

institutions. Information was specifically requested from the main development and trading 

partners of all LDCs to be considered for graduation by the CDP in 2018 on support measures, 

including the amount and/or type of preferences, benefits and assistance, as well as on the likely 

changes in those support measures should the country’s graduation be confirmed.4 UN DESA is 

very grateful to those Governments and institutions that participated and contributed to this 

exercise. 

The draft report of the ex-ante impact assessment w
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Box 1. Graduation eligibility and the process towards graduation 

A country becomes eligible for graduation from the LDC category when it meets any two of three 

criteria in two consecutive triennial reviews conducted by the CDP. In the 2018 review, the criteria are 

as follows:  

- GNI per capita of USD 1,230 or above (also referred to as the income threshold) 

- Human Assets Index of 66 or above* 

- Economic Vulnerability Index of 32 or below*  

Alternatively, a country may become eligible for graduation if its GNI per capita is more than double 

the income threshold during two consecutive reviews.  

Nepal´s eligibility. At the 2018 review, Nepal’s GNI per capita is USD 745, well below the graduation 

threshold. Its human assets index (HAI) score of 71.2 exceeds the graduation threshold and its 

economic vulnerability index (EVI) score of 28.4 remains below the maximum threshold. Meeting the 

EVI and HAI criteria is sufficient for Nepal to have met the eligibility criteria for the second consecutive 

time. 

GNI per capita (USD) Human assets index Economic vulnerability index 
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2. Support measures related to trade 

2.1 Nepal export: an overview 

Nepal’s economy is characterized by a large trade deficit and transfer surplus (table A.1). Its trade 

deficit reached almost 40 per cent of GDP in 2015. Remittance inflow, on the other hand, was as 

large as 30 per cent of GDP, compensating the deficit in trade. From 2009 to 2015, while export 

rose only by 20 per cent from $0.8 billion to $1 billion, import almost doubled, enlarging the trade 

deficit to $8.5 billion. In the same period, current transfers, most of them being worker’s 

remittances also doubled from $3.1 billion to $6.6 billion. Services export show a small surplus, 

with tourism accounting for a significant part of the receipts.  

Existing major export sectors 

Figure 1 presents the top 10 major export commodities of Nepal, identified by the total export 

values over 2009-2015. By the first two digit of the Harmonized Commodity Description and 

Coding Systems 2012, so-called “chapter” of goods, iron and steel (HS 72) was the top exports, 

accounting for about 10.1 per cent of total exports in the time period. Carpets (HS 57) made up 

8.3 per cent of total exports. Coffee and tea (HS 09), man-made staple fibres (HS 55), man-made 

textile materials (HS 54), and apparel and clothing accessories (HS 62) accounted for about 7 per 
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Figure 2. Nepal – Main Destinations of Top 10 Commodity Exports, 2009-2015 Average 

 
Source: Comtrade, accessed August 2017 

In the case of Nepal, trade data in the UNCTAD Comtrade database are consistent with the mirror 
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was updated in 2016, as the NTIS 2016, and identified a number of potential priority products, 

including oil and herb, leather, and footwear, as well as services like IT and tourism.6  

UN DESA has commissioned a number of Growth Identification and Facilitation Framework (GIFF) 

studies on productive capacity in LDCs, to identify potential sectors to contribute to achieving 

sustainable development. The GIFF study for Nepal (2017) suggests suitcase, paper and plastic 

manufacturing as additional potential export sectors.7 

Other international organizations also suggest a few priority exports for Nepal. Standards and 

Trade Development Facility (STDF) focuses on supporting Nepal in developing capacity to meet 

the standard requirement for food products, especially ginger. 8  United Nations Industrial 

Development Organization (UNIDO) identifies a number of products in the apparel and carpet 

sectors and proposes industrial policies to promote export.9 International Trade Center selects 

promising export products for export promotion activities, based on Export Potential 

Assessments (EPAs), a data-based methodology. 10  Also, the Government of Nepal and ITC 

published sector export strategies to reduce non-Tariff barrier to realize potentials in cardamom, 

coffee, tea, and paper product exports.11 European Economic Chamber of Commerce, Trade and 

Industry looked into a few sectors to find export potentials in Nepal.12 See table A.3 for the 

detailed list of reports and priority products. 

From those strategies and research, we identify six additional export products with high potential: 

Oil and herb (HS 12); Plastics (HS 39); Raw hides (HS 41); Articles of leather (HS 42); Paper (HS 

48); and Footwear (HS 64). These product groups are included in the promising products in: i) the 

DTIS 2016 Update and at least one other study; or ii) DESA’s GIFF study. As presented in table A.2, 
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For the products which have been identified in the previous section, we analyze the tariffs that 

are affected or not affected by the possible graduation from the list of LDCs. Nepal has been 

exporting to main destination markets through various preferential tariff regimes (table A.4). 

Should Nepal graduate, it may lose access to some of the LDC preferential schemes and become 

eligible for other tariff regimes (regular GSP, MFN, etc) immediately or with some transition 

period. Nepal will keep having access to existing bilateral and regional schemes, independent of 

its LDC status.  

Table 1 summarizes the best available average tariffs on Nepal exports, to be imposed by major 

and potential trading partners for the above-mentioned top 10 exports and 6 potential exports, 

pre-, and post-graduation. Major trading partners, shaded cells, are the large importers which, 

cumulatively, account for more than 80 per cent of the total export of the particular product. 

Simple averages of all tariff lines at the two-digit HS code are presented as the main result. For 

the cases where tariff rates vary at a more detailed product level pre- and post-graduation, 

further discussion using detailed product codes, for example, at the six-digit, is presented in the 

text.  The first number in a cell represents the best possible tariff for Nepal as an LDC. The second 

figure is the best possible tariff for Nepal as a non-LDC. Red figures present possibly large tariff 

margin losses for potential export products from a graduation. Thus, red figures in a shaded area 

for products in bold would represent a significant impact expected from a graduation on the 

current major export sector in main destinations. 

Table 1. Import tariffs on products exported by Nepal, with and without LDC preferential 

treatment, 2015 

Product HS Bangladesh Canada China EU India Japan Turkey* USA 

Edible 

vegetables 
07 6.2/6.2 0.0/9.0 0.0/11.2 0.0/9.0 0.0/0.0 0.0/33.9 20.2/20.2 0.7/3.0 

Coffee, tea, 

and spices 
09 13.0/13.8 0.0/1.0 0.0/13.4 0.0/1.0 0.0/0.0 0.0/1.6 37.4/37.4 0.0/0.1 

���������	
�� �� �������� �������� �������� �������� �������� ��������� �������� ��������

Preparations 

of 

vegetables 

20 12.7/12.7 0.0/18.1 1.0/21.0 0.0/18.1 0.0/0.0 0.0/15.2 54.4/54.6 2.3/5.5 
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Potential impact of graduation on diversification 

• 







 

 20 

capacity for the implementation of the agreement to request technical assistance and 

support for capacity building.  

As an LDC, Nepal can categorize TFA provisions in Category A (implement within one year 

after the agreement’s entry into force), Category B (implement after a transitional period 

following the entry into force of the agreement) or Category C (implement after a 
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the TRIPS Agreement and Public Health, including the pharmaceutical-specific transition 

period.40 

As a result, graduation would not impact its general obligations under the TRIPS 

agreement, as Nepal waived the right for an extended general transition period in the 

accession package. Consequently, Nepal’s graduation is unlikely to result in significant 

direct implementation costs. However, after graduation Nepal would lose access to the 

specific transition period for pharmaceuticals and would have to include the 

pharmaceutical sector into its IPR regime. This may negatively affect Nepal’s ability to 
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Figure 3. Bilateral ODA disbursements to Nepal by major donors, 2006-2015, total net 

value 

 

Source: OECDstat, accessed 12 June 2017 

Most bilateral donors’ development assistance plans and strategies in place seem to have 
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the SDG achievement as a framework for LDC graduation, 

increasing resilience to shocks, post-graduation financing 
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Nepal is unlikely to be on a sustained growth path and able to generate enough resources 

for development immediately after graduation, the EU confirmed that specific situations 

and vulnerabilities are expected to be considered. 

UN system as a whole is an important multilateral partner for Nepal in 2015, having 
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In sum, aid from most multilateral partners is not associated with Nepal’s LDC status, and 

therefore the graduation would have minimal impact on the development cooperation 

for Nepal. Nepal will lose access to LDCF, but remain eligible for other climate-related 

financing sources. A few UN entities and internatio
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not likely. See 

text above) 

OPCW Based on UN scale of 

assessments adjusted 

to entity membership 

Ceiling of 0.01% 

 

0.006% 0.006% No impact 

UNESCO 

 

Based on UN scale of 

assessments adjusted 

to entity membership 

Ceiling of 0.01% 

 

0.006% 0.006% No impact 

UNIDO 

 

 

Based on UN scale of 

assessments adjusted 

to entity membership 

Ceiling of 0.01% 

 

0.006% 0.006% No impact 

WHO Based on UN scale of 

assessments adjusted 

to entity membership 

Ceiling of 0.01% 

 

0.006% 0.006% No Impact 

WIPO 

 

Assessment based on 

14 different classes of 

contribution 

S)	
 class  

 

1/32 units 1/16 units Contribution 

increase for 

2017 budget: 

CHF 1,424  

($1,452) 

4.2 Travel supports and scholarship 

The United Nations offers travel support for up to five representatives of each Member 

State designated as a LDC to attend the regular ses
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$10,000). The IPCC Scholarship Programme awards a maximum amount of 15,000 Euros 

of research fund to scholars from LDCs per year for up to two years. Three Nepalese 

scholars have been awarded from 2011 to 2017. These grants and supports do not have 

transition arrangements. However, most of the research grants and scholarships allow 

applications from non-LDCs, and thus Nepalese researchers are likely to remain eligible 

for some of the research grants. 
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Development 

Cooperation 

Bilateral flows Reduced ODA 

associated with LDC 

status  

No indication of abrupt changes 

following graduation. Possible 

changes in the forms (Germany) 

and the terms for the loans 

(Japan and Korea). 

Multilateral flows Reduced budget 

associated with LDC 

status  
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Nepal’s dependence on foreign aid is significant, but most of the current support will likely 
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Annex II: Statistics 
Table A.1. Nepal: balance of payments, 2009-2015 (c



 

 35 

Table A.2. Nepal major export commodities and main destinations and potential export 

commodities, 2009-2015 average, current million US$ 

Commodity HS Value Share (% of 

total 

export) 

Top destination Value Share (% of 

product 

export) 

Edible vegetables 7 36.6 4.3 Bangladesh 

Turkey 

29.1 

4.8 

79.5 

13.2 
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Table A.3. Catalogue of priority exports in Nepal 

HS 

2digit 

Products HS  

(4-8 

digit) 

Sub-products Source 

DTIS DTIS 

update 

DESA-

GIFF 

STDF UNIDO ITC EEC 

04 Dairy produce, eggs 

and honey 

0409 Honey X X      
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72 Iron and steel 

products 

  X X    X  

73 Articles of iron and 

steel products 

  X X    X  

74 Copper   X       
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Table A.4. Trade preferences for Nepal 

Importer Trade 

regimes 

before 

graduation 

Coverage Effective 

dates of 

latest 

renewal 

Trade 

regimes 

after 

graduation 

Smooth transition 

Bangladesh SAFTA-LDC All except 

1,259 tariff 

lines 

1/1/2006- SAFTA (all 

except 

1,254 

tariff lines) 

Unclear. The former LDC 

Maldives still eligible for LDC 

treatment due to a special 

provision. 

Canada LDCT 7,181 tariff 

lines (99%) 

26/6/2013-

31/12/2024 

GPT (5,969 

tariff lines) 

or MFN 
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Canada: Least Developed Country Tariff (LDCT); General Preferential Tariff (GPT); Most Favoured Nation 

(MFN); 

http://ptadb.wto.org/docs/Canada_GSP/2016/CANADA%20GSP%20EN%20guide%202016%20update%20

2016-03-31.pdf 

http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2017/01-99/countries-pays-eng.pdf 

http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/20145/01-99/countries-pays-eng.pdf 

http://www.cbsa-asfc.gc.ca/trade-commerce/tariff-tarif/2015/01-99/countries-pays-eng.pdf 

Kim, Namsuk (2015). Review of preferential market access schemes for LDCs. 

China: Duty Free Treatment (DFT); Most Favoured Nation (MFN); 
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Table A.5. Nepal: composition and distribution of ODA flows by selected donors, 2006-

2015 (net disbursements in current prices, million US Dollar) 

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

Average 

(2006-

2015) 

Share 

(%) 

All Donors, Total 527.7 604.4 697.0 853.8 814.4 886.6 769.7 873.3 883.8 1215.8 812.7   

DAC Countries, Total 335.6 385.6 
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Table A.7. Nepal: bilateral ODA by sector and by main donors, 2015 (commitment in 

current prices, million US Dollar) 
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List of abbreviations 
CDP  Committee for Development Policy 

CTBTO  Comprehensive Nuclear-Test-Ban Treaty 

DAC  Development Assistance Committee 

DESA  Department of Economic and Social Affairs 

DFQF  Duty-free, quota-free 

EIF  Enhanced Integrated Framework 

EU  European Union 

EVI  Economic vulnerability index 

ECOSOC  Economic and Social Council 

FAO  Food and Agriculture Organization 

GATT  Global Agreement on Tariffs and Trade 

GAVI  Global Alliance for Vaccines and Immunization 

GEF  Global Environment Facility 

GNI  Gross national income 

GSP  Generalised System of Preferences 

HAI  Human assets index 

HS  Harmonized Commodity Description and Coding System (Harmonized System) 

IAEA  International Atomic Energy Agency 

ICC  International Criminal Court 

IDA  International Development Association 

IFAD  International Fund for Agricultural Development 

ILO  International Labour Organization 

IMF  International Monetary Fund 

IOM  International Organization for Migration 

ISBA  International Seabed Authority 

ISM  International support measures 

ITLOS  International Tribunal for the Law of the Sea 

ITU  International Telecommunication Union 

LDC  Least developed country 

MFN  Most favoured nation 

OECD  Organization for Economic Co-operation and Development 

ODA  Official development assistance 

OHRLLS Office of the High Representative for the Least Developed Countries, Landlocked 

Developing Countries and Small Island Developing States 

OPCW Organization for the Prohibition of Chemical weapons 

SIDS Small Island Developing States 

UNCTAD United Nations Conference on Trade and Development 

UNCDF United Nations Capital Development Fund 

UNDP United Nations Development Fund  

UNESCO United Nations Educational, Scientific and Cultural Organization 

UNFCCC United Nations Framework Convention on Climate Change 

UNICEF United Nations Children’s Fund 

UNIDO United Nations Industrial Development Organization 

UNTA United Nations Regular Programme for Technical Assistance 

WHO  World Health Organization 

WIPO   World Intellectual Property Organization 

WTO  World Trade Organization 

 


