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2018. At the time of both reviews,



vi 

 

Trade and Commodities 1HSDO¶V� Lnternational trade pattern has changed significantly in the 

review period. Various policy measures have been taken to improve trade competitiveness and 

terms of trade through diversification. However, Nepal's exports have fallen in absolute terms 

over the review period reducing its already paltry global share from 0.005 percent in 2011 to 

0.0047 percent in 2018. The result is a high trade deficit that is 
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there is still a long way to go to achieve universal health coverage, to reduce the risk of non-

communicable diseases and transport injuries, and to improve the nutritional status of women 
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including environmental shocks, while the possibility of fall-back to the trajectory of slow 

economic growth cannot be ruled out. Major crises and challenges include geological hazards 

such as earthquakes; climate change induced disasters like floods, drought and landslides; 

unfavourable labour markets; investment gaps and food insecurity.  

Mobilization of Resources for Development Finance and Capacity Development Nepal has 

maintained comfortable macroeconomic stability over the review period. The gross national debt 

is about 30 percent of GDP in 2018, with average debt servicing expenditure below 3 percent of 

GDP. This has been possible due to low budget execution rates, in particular low capital 

spending and a 
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Strategy for SDGs, however, shows that further efforts are required to mobilize resources for 

achieving the SDGs targets. Similarly, the Government of Nepal (GoN) has published planning 

and monitoring and evaluation guidelines for provincial and local level and has developed the 

SDG localization guidelines for provinces and local level providing the hands-on tools and 

techniques for incorporating SDGs in planning and implementation of sub-national level. 

5. Towards the Next LDC Agenda 

Nepal believes that the IPoA adopted for 2011-2020 will be a landmark for various reasons. 

Since the adoption of the IPoA in 2011, many LDCs have made notable progress in economic, 

social and human development. However, IPoA is not going to meet the goal set to enable half 

the number of LDCs to be eligible for graduation by 2020, and most of the people of LDCs live 

in poverty. It is therefore a matter of deep concern that only a few countries are going to have 
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national strategies in the light of their coherence and linkages with the SDGs and other global 

agendas.  

The fifth chapter concentrates on exploring the policy and institutional options necessary for the 

next LDC agenda to be adopted at the Fifth UN Conference on LDCs that will coincide with the 

remaining 10 years of the SDGs implementation. The way forward for sustainable graduation 
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I. Introduction 

1. Background 

Nepal is not only a least developed, but also a landlocked country located between India and 

China, two large emerging economies. It has made remarkable social indicators in recent years. 

Over these years, poverty has declined remarkably, social development indicators have 
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In the absence of an IPoA-
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II. National Development Planning Process 

Nepal has made enormous efforts to achieve rapid socio-economic development since six 

decades through the development planning process. The brief review below reflects the efforts 

Nepal has been making in its development planning and implementation process. 

1. Development Planning before 1990 

Before the establishment of a democratic system in 1951, Nepal was considered one of the 

ZRUOG¶V� most isolated countries and its economy was stagnant. The National Planning 

Commission (NPC) was established in 1956 as a specialized and apex planning body of the 

government. The NPC was given responsibility to formulate a national vision, overall 

development and sectoral policies, periodic plans and programmes for Nepal (NPC, 1956). It is 

chaired by the Prime Minister and has one full-time Vice-Chair, six members, and one Member-

Secretary, with a fully staffed secretariat. The NPC is mandated to assess resource needs, 

identifies sources of funding, and allocate budgets for development plans, projects and 

programmes.  

The NPC also serves as an intellectual hub for the exchange of new development ideas and 

proposals from scholars, the private sector, civil society, and development partners. In the initial 

years, plans were focused on institutionalization of democratic policies and systems of 

government with the overarching goal of socio-economic development. The major achievements 

of the planned development process, in the early stage, were establishment of connections with 

the outside world, adaptation of foreign aid policy and programmes, increasing cooperation with 

development partners, and the launch of development programmes and projects. 

The broad objectives of previous plans were largely to increase production, generate 

employment, fulfil basic needs, and raise the living standards of people. The plans were focused 

on improving the capacity of development administration, and enhancing the public and private 

sectors' contribution to accelerating economic growth and development. Similarly, attempts were 

made to promote economic stability, ensure social justice, and decentralize development efforts 

to achieve regional balance. For this, strategies were designed to improve WKH� HFRQRP\¶V�

productive capacity through effective use of the available natural and human resources in close 
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coordination with development partners for harnessing benefits from the international 

development programmes.  

During the period prior to the restoration of democracy in 1990, a three-year plan and six five-

year plans were formulated and implemented. Despite the aim of achieving rapid economic 

growth to take forward the pace of socio-economic transformation of the country through 

planned development efforts, there were gaps between targets and achievements. One of the 

major weaknesses of the plans was an inability to clearly establish relationships/linkages among 

the goals and objectives, priorities, strategies and programmes of the plans (NPC, 1992). At the 

same time, a lack of basic infrastructure and technology, weak market mechanisms and an 

undeveloped private sector were equally responsible for poor performance of the development 

plans.  

More importantly, the planning process was top-down and could not garner people's participation 

in the process of plan formulation and implementation. Lack of accountability in the governance 

system made the planning process weak and left it poorly institutionalized. The gains of the 

planned development process were unevenly distributed, resulting in inequality and a widening 

absolute gap between rich and poor.  

2. Development Planning, 1991-2007 

The Eighth Plan (1991-1996) was implemented following the restoration of a multi-party 

democratic system in 1990. The planning process was participatory and bottom-up where 

programmes and projects were identified in close consultation with Village Development 

Committees, District Development Committees, and regional and national level stakeholders 

including political parties and development partners. The key objectives of the Plan were to 

achieve 



7 

 

envisioned the village as a centre of development. Programmes were focused on formulating 

integrated and inter-regional programmes that created productive assets based and employment 

opportunities to alleviate poverty. For this, the government adopted a decentralization policy 

effectively by delegation of authority to local bodies with the transfer of resources required to 

execute the programmes and projects.  
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instability, and out-
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Considering lessons learned from the outcomes of previous periodic plans and changing 

priorities of the people, the objectives and strategic areas of development plans have changed 

over time. The Twelfth Plan (2011-2013), for instance, prioritized improving economic status of 

the people through implementation of employment-centric, equitable and inclusive development 

programmes and projects. Accordingly, strategies were adopted to bring about a direct positive 

change in the living standards of the people by reducin
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The development plans after 2007 have been instrumental in mainstreaming the concept of 

sustainable and inclusive growth in the development discourse and reorienting programmes such 

as infrastructure development, socio-economic transformation, integrated spatial development, 

and the fulfilment of basic needs of the people. Progress in development indicators in this period 

were found to be satisfactory compared to those in the previous plans. Nepal has realized the 

economic growth target of the Fourteenth Plan.  

4. Vision 2043 and the Fifteenth Plan (2019-2024) 

Following the promulgation of the Constitution of Nepal in 2015, the time came for Nepal to 

address the people's aspirations for improving economic wellbeing and achieving prosperity. 

This was an opportune moment to embark on formulating a long±term development vision and 

an implementable strategy aimed at achieving socio±economic transformation of the country. 

Nepal has thus set a long-term vision of socio-economic transformation to become a high income 

country by 2043 i.e. per capita income USD12,100. This is guided by an overarching aim of 

accelerating the pace of economic growth for smooth and sustainable development after 

graduating from LDC and help achieve the SDGs and becoming a middle-income country by 

2030. The Vision aims to eliminate poverty and achieve an annual average GDP growth of 10.5 

percent through augmented productivity by harnessing internal resources such as hydropower, 

agriculture, forests and natural resources. It is planned to double the share of industrial sector to 

the GDP and reduce the contribution of agriculture sector to one-third. The long-term vision has 

defined prosperity and happiness separately and set targets assuming FY2018/19 as the 

foundation year for prosperity (NPC, 2019).  

The Fifteenth Plan (2019-2024), the first plan of the Vision 2043, has identified the sectors with 

particular growth potential, such as hydropower, tourism, agriculture and human capital 

formation, as the drivers of economic growth.  The plan is committed to harness the potential of 

growth drivers by best utilizing the demographic dividend of an economically active young 

population and aims to cater to the vast markets of neighbouring India and China with higher 

connectivity.  

Nepal believes a successful structural transformation would be instrumental in moving towards a 

long-term sustainable development trajectory. Attempts have thus been made to maintain a 

proper combination of policy reforms to enhance efficiency of the development tools, i.e. 
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hardware (e.g. infrastructure) and software (e.g. good governance) so as to reduce transaction 

costs. 

5. Challenges 

Nepal has focused on attaining high GDP growth through a planned development process for 

more than six decades. In such efforts, poverty reduction and economic prosperity remain the 

key priorities. Although Nepal has made good progress in several aspects of social development 

during past six decades of planning history, it has not effectively reduced inequality and 

unemployment, unplanned migration, human capital formation. Eliminating poverty and rural 

unemployment and promoting prosperity require large investment in all the economic fronts to 

propel domestic employment and provide sustainable incomes to households. Lack of sufficient 

investment is an undeniable truth, which has been the main challenge for economic prosperity. 

Nepal has just overcome a prolonged political transition. The transformation from the erstwhile 

unitary system of governance to a federal governance system should help to promote balanced 

regional development and unlock the potential for investment in innovative sectors. Ensuring 

good governance with transparency and accountability is vital for creating a conducive 

environment for the private sector to thrive. 

Reducing disparities among geographical regions, gender and socio-cultural status remains 

challenge for inclusive and balanced development as expected. Social progress will not be 

sustainable without meaningful economic development contributing to a rise in FLWL]HQV¶ incomes 

and living standards.  

Ensuring smooth access to finance for industry should be one of the priorities of development 

planning to stimulate investment, improve productive capacity, increase growth and 

employment, and help bring prosperity. Nepal has many inaccessible and rugged regions and 

production and delivery costs are high for industry. Despite being a priority of the government, 

connectivity poses significant challenges and requires a huge investment to overcome them. 

Limited domestic resources is another major challenge for development financing, which is 

reducing the effectiveness of the national planning process.   

While growth alone cannot be sufficient to alleviate poverty, transformation of subsistence 

agriculture towards commercialization and industrial development are indeed challenging. 

Increasing the contribution of manufacturing sector in the economy and reducing trade deficit 
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remains vital challenge. Addressing the problem of labour market mismatch through market-

based skills development for employment, income generation and trade creation is also critical in 

reaping the benefits of demographic dividend and human resources. Nepal has done its best to 

mainstream all international development outcomes, including the IPoA, into its development 

plans and policies. Challenges facing Nepal in this context include mobilizing resources to meet 

the financing gap that looms large as the country gears up for economic growth and 

development; localizing SDGs as well as IPoA and VPo$�JRDOV�DQG� WDUJHWV� LQWR� WKH�FRXQWU\¶V�

new federal structure where each unit of government has a special role in resource mobilization 

and development; and maintaining synergy and coherence while implementing different 

international development outcomes vis-à-vis national and local development plans and policies.  
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To reflect the progress made in improvement of productive capacity, quantitative indicators such 

as value addition in agriculture and natural resource-based products, primary energy supply, 

infrastructure including road networks, science and technology including telecommunication, 

and tourism services, have been considered. Most indicators presented (Annex 1) show that 

Nepal has achieved satisfactory progress in some areas, such as expanding road networks, 

telecommunication coverage, availability of clean energy, and tourism and service industries. 

Similarly, special economic zone has been established and government has started the 

construction of garment processing zone, provincial industrial zones, and industrial villages. 

However, the contribution of the manufacturing sector to GDP, which is one of the key 

indicators of structural transformation and productive capacities, has been decreasing during the 

review period. This indicates poor performance in structural transformation and improvement in 

the productive capacity of the domestic industries. The manufacturing sector plays a key role to 

improve domestic supply capacity, generate employment and help develop a sustainable and 

self-reliant economy, which is a necessary condition for LDCs like Nepal for a smooth and 

irreversible graduation. More importantly, manufacturing is the sector that can create more 

employment opportunities and helps to increase income levels. Therefore, enhancing the 

contribution of manufacturing sector in the economy is a major challenge for Nepal to increase 

GNI per capita, one of the key indicators of LDC graduation where Nepal is still lagging behind.  

2. Agriculture Food Security and Rural development 

In the 1990s, the FRXQWU\¶V� agriculture sector contributed more than 40 percent to GDP. The 

contribution of this sector has gradually reduced to around 27 per cent in 2018. Nevertheless, the 

agriculture sector still remains the major source for employment, food security and livelihood of 

rural community. The high level of employment in agriculture with gradual reduction in its 

contributions to GDP proves that agriculture productivity is not keeping pace with productivity 

in other sectors.  In the review period, it is observed that the structure of agriculture sub-sectors 

has been changing from subsistence farming to commercial agriculture. However, the 

productivity of the agriculture sector remains low over the period of IPoA implementation.  

Indicators (Annex 2) show that 1HSDO¶V� food security situation has improved over time. The 

government is providing subsidies to farmers in the form of inputs such as fertilizers and 

agriculture credits. Transport subsidies are also given to ensure food availability in remote 
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districts that are vulnerable to food shortages. The government has given high priority to 

increasing the storage capacity of food products. As a result, food security is supply-dominated, 

focusing only on food availability while little attention is given to its three other dimensions: 

access, utilization, and stability. The government has been implementing the 20-year Agriculture 

Development Strategy (ADS) 2015-2035 where sectoral strategies have been devised to improve 

productivity. 

The GoN has given priority to the commercialization of agriculture and incentivizing the 

corporate sector by providing interest rate subsidies in agriculture credits. The central bank is 

also channelling bank credits in agriculture through mandatory and directed lending programmes 

where banks and financial institutions (BFIs) are required to invest a certain percentage of their 

total portfolio in agriculture. The Insurance Board and the Central Bank have implemented a 

subsidized insurance programme to ensure that BFIs¶ investments in agriculture will not default. 

Insurance products have been developed to insure against damage of crops due to bad monsoons, 

natural disasters such as floods, drought and hailstorms. Cooperatives and the private sector have 

been encouraged to engage in large scale commercial production by introducing the concept of 

agriculture clustering, e.g. by zone, super zone, and pocket area approach.  

Despite efforts on multiple fronts, agriculture faces challenges in factor productivity, 

commercialization of high-value crops, creating enabling environment for private sector 

investment, and inter sectoral coordination. Despite the focus on rural development through 

construction of road networks and community infrastructures, geographic disparities including 

rural and urban gaps are major barriers for balanced and inclusive development. Apart from 

income

the investment
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3. Trade 

The international trade pattern of Nepal has changed significantly in the last three decades. 

Policy measures have been taken with the aim of improving trade competitiveness and to 

diversify 
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for goods originating in LDCs under the Generalized System of Preference (GSP) schemes. 

Despite such preferential treatment and market access, Nepal has been facing difficulties in 

addressing key challenges such as supply side constraints, transit and transportation costs 

basically because it is landlocked and geographically remote. Growing Non-Tariff Measures 

(NTMs) have been serious bottlenecks for Nepali products to get easy access to international 

markets. The potential of hydropower exports remain untapped due to various reasons. 

Most importantly, Nepal's exports have fallen in absolute terms after adoption of IPoA in 2011, 

reducing its already paltry global share from 0.005 percent to 0.0047 percent. This is irony in 

this, given that the IPoA and SDGs emphasize LDCs' improved participation in global trade, but 

Nepal and many other LDCs have lost in terms of gains from trade (Razzaque, 2019). Low 

production and productivity, non-tariff barriers in destination markets, weak infrastructure 

related to quality, standards and laboratory facilities, poor development of value chain and 

inadequate legal framework to protect Intellectual Property Rights (IPRs), along with the limited 

use of existing preferences and potentials by Nepali exporters are major challenges for 

improving trade competitiveness. 

4. Commodities 

The composition of Nepal's exports has changed gradually, shifting from agriculture and primary 

commodities to processed and semi-processed manufacturing commodities. Despite this, the 

primary handmade commodities and agriculture-related goods still dominate the FRXQWU\¶V�export 

basket. On the other hand, imports are highly concentrated on commodities including petroleum 

products, industrial raw materials, machinery equipment and vehicles. Looking at the sources 

and destinations of exports and imports, Nepal is over-dependent on limited (mostly single) 

markets. Annex 4 presents the scenario of the top 10 commodities by the first two digit of the 

Harmonized System (HS) code, also called chapter, in terms of their relative share in total 

exports and imports. Comparing the year 2011, 2015 and 2018, the pattern is found to be 

consistent. The top 10 commodities have contributed about two-thirds of all exports and imports. 

For these years, almost the same commodities are in the list of top 10 exports and imports items. 

In exports: iron and steel items; carpets and floor coverings; coffee, tea and spices,

,
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Looking at broader commodity categories, textile-related products (HS 54, 55, 57, 62, and 63) 

are the most important export items, followed by agriculture products (HS 07, 09, and 20); and 

steel and iron materials (HS 72 and 73). In imports, the major commodities that dominate the list 

are petroleum; industrial raw materials, including semi-processed iron; industrial machinery, 

heavy equipment and parts; vehicles and parts; and precious and semi-precious metals. 

Interestingly, cereals (processed agriculture) products now appear within the top 10 of imported 

commodities (Annex 4). Nepal used to export such commodities in huge volumes until two 

decades ago. This indicates that Nepal has been losing its strengths in the commodities where it 

had comparative advantages with tremendous potentials.  

In terms of both exports and imports, India is the top destination as well as the top source. 

Among the exports to India, coffee and tea, spices including ginger and cardamom, vegetables, 

textile materials, staple fibres, other textile articles, and iron and steel are the major items. 

Bangladesh was a major importer for the edible vegetables. For carpets and apparels, United 

States, Germany, and other EU countries are major destinations. Turkey imports some staple 

fibres. China is now emerging as an important trading partner with a significant rise in exports 

and imports. Diversification of commodities is critical for LDCs to improve trade 

competitiveness and enhancing the productive capacity of domestic industries. It is, however, 

clear that Nepal has been unable to expand exports markets to get benefits from the regional 

trading arrangements such as SAFTA and BIMSTEC and has not benefited from preferential 

facilities under multilateral trading arrangements.  

As its major trading partners and export commodities are limited, Nepal is vulnerable to external 

trade aggravation and global economic downturns, oil price fluctuations and geopolitical 

tensions. Nepal faces more challenges to move into the higher value-added products to reduce 
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and financial sectors, has been instrumental in increasing investment and enhancing management 

competitiveness of businesses. The Industrial Policy 1992 was a milestone in creating an open 

and competitive environment for the private sector by curtailing government interference in price 

fixing of industrial goods. The subsequent Industrial Enterprises Act; the Foreign Investment and 

Technology Transfer Act; and the One Window Policy were major thrusts to market-driven 

strategies, and the dominant role of private enterprise. As a result, the private sector was 

encouraged to strengthen links between manufacturing, agriculture and service sectors. Emphasis 

was given to promoting labour-intensive, local resource-based and export-oriented industries. 

Since then, the private sector has played a pivotal role in the development of financial and capital 

markets, quality health services, tourism and hospitality, education, and information and 

communications technology sectors.  

The GoN implemented a private sector 

e d
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The government has considered that private sector development is critical to achieving the 

overarching objective of LDC graduation by 2022 and becoming a 
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Global Competitiveness Index have suggested that the environment for private sector 

development needs to be improved further (Annex 5). TKH� FRPSHWLWLYHQHVV�RI�1HSDO¶V�SULYDWe 

VHFWRU�LQ�WRGD\¶V�JOREDO�HFRQRP\�LV�OLPLWHG��JLYHQ�LWV�VPDOO�VL]H��ODUJH�GHJUHH�RI�LQIRUPDOLW\��DQG�

low level of technological innovation. Most firms are small, operate in the informal market 

space, and have limited economies of scale and profitability. Dominant large firms are generally 

family-run and have survived mostly in sectors where competition is limited. Failure to manage 

the domination of the informal sector may further hamper the SULYDWH�VHFWRU¶V�growth potential 

and that of the economy as a whole.  

However, there is huge potential for large scale investments from both domestic and foreign 

private sectors, especially in sectors where Nepal has a comparative advantage. To capitalize on 

that 
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especially in public schools. Acquisition and retention of key foundational skills, like literacy, 

language proficiency, and numeracy are not so encouraging. Thus, addressing the challenges 

around learning outcomes will help lay the foundation for broader skills development and 

enhancement of labour productivity.  

Population and Primary Health  

According to the MDG Final Status Report (NPC, 2016), Nepal made commendable progress on 

improving primary health between 2000 and 2015. It was able to meet all the targets under child 

health ± reducing IMR, reducing U5MR and increasing immunization against measles. The 

immunization programme against 
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It is also necessary to prevent or cure the non-communicable diseases or injuries more effectively 

to improve health outcomes. So, Nepal needs to address behavioural and environmental factors 

such as the use of tobacco and alcohol, air pollution and access to safe water and sanitation and 

road traffic accidents. 

Table 2: Progress in Health Indicators 

Indicators  2011 2016 
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work 
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Gender Equality and Empowerment of Women 

Nepal has made good progress in gender equality and women¶V empowerment, particularly on 

the political front. About 40 percent of all local, provincial and federal level elected positions are 

occupied by women representatives. According to the Election Commission of Nepal, at least 

14,000 women were elected in the latest local elections. Women now occupy chairs and deputy 

chairs of rural municipalities as well as mayors and deputy mayors of municipalities including 

ward chairs and members. 37.7 percent members are women in the Federal parliament and 34.4 

percent women members are elected in the provincial assemblies. And for the first time, the 

Head of the State, Chief Justice, and Speaker of the Parliament were all women in 2017. 

In the civil service, the representation of women has increased significantly in the last decade 

due to affirmative action and positive discrimination. Currently, 23.2 percent civil servants are 

women (PIS, 2019). However, the presence of women civil servants in decision-making is still 
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gender pay gap in Nepal is as high as 30 percent. The ratio of women to men in tertiary 

education has increased over the last decade.  

Social Protection 

Nepal has implemented many social protection programmes including children grants and cash 

transfers to senior citizens, people with disabilities, endangered ethnic communities, and single 

women. Targeted programmes on poverty reduction and employment as well as public work and 

micro-insurance are also other social protection schemes. Social protection programmes initiated 

by government agencies in isolation, however, lacked coordination. The government has now 

taken initiatives to consolidate social protection schemes building an integrated national social 

protection framework and implement them through single window system.  

The introduction of the old age pension for senior citizens in 1995 was a historic beginning in 

social protection initiatives in Nepal. Successive governments have added schemes to provide 

relief to the poor and marginalized sections of the population. A large array of programmes 

under different headings, such as cash transfers, in-kind transfers, access to services, social 

insurance, public works, employment/livelihood creation, labor market interventions and care 

services are under implementation. Major social protection programmes include universal old-

age pension for all citizens above a certain age, child protection grants for children under five, 

disadvantaged castes and regions, a disability allowance, education-related social transfers such 

as caste-based stipends, school meals in government schools, and a child birth grant to the 

women in remote areas. 

Fourteen percent of the population has been benefited from social protection schemes (NPC, 

2019). Government spending on social protection reached about 12 percent of the budget and 

over 5 percent of the country's GDP on social protection programmes (Table 5). Importantly, the 

Constitution 2015 has recognized social protection as one of the fundamental rights of Nepali 

citizens. The federal government has the role of policy design, standard setting and coordination. 

To facilitate the process, the federal government has promulgated two major legislation related to 

social protection: the Labour Act, 2017, Pension Fund Act, 2019 and Contribution-based Social 

Security Act, 2017. The Social Security Act, 2017 and its regulations provide legal foundations 

for the introduction of the schemes. The first contributory programme includes medical, health 
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and maternity benefit, accidental and disability benefit, benefits for dependent family members 

and old-age benefit. After the devastating earthquakes of 2015, shock-responsive social 

protection schemes were introduced. These schemes aim to strengthen the community's resilient 

capacity. Evidence suggests that such schemes scale up protection in response to unforeseeable 

shocks in low-income, fragile and conflict-affected communities or areas.  

Table 5: Social Protection Coverage 

Indicators  2012 2013 2014 2015 2016 2017 2018 

Enrolled Beneficiaries of Social 

Protection Schemes (100 thousands) 
 217.3 216.1 226.6 224.6 255.7 
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Drawdown Option (CAT-DDO) operation supports further reforms in reducing risks from 

natural disasters. 

Climate Change  

Global warming resulting from climate change, to ZKLFK�1HSDO¶V� FRQWULEXWLRQ� LV� QHJOLJLEOH�� LV�

also threatening to melt Himalayan snow and glaciers thereby rendering the glacial environment 

unsafe for humans. Recent reports, including that of ICIMOD2, have shown that even if the 

global temperatures are contained within 1.5 degree C above pre-industrial levels, one-third of 

the snow in the Himalayas will melt by 2100. 

Continued warming has affected Himalayan ecology, including snowfall patterns and ice melting 

± most substantially in terms of glacier retreat and significant increases in the size and volume of 

glacial lakes, making them more prone to Glacial Lake Outburst Flooding (GLOF). There are at 

least 20 lakes at risk in the mountainous region, and there is growing concern that an earthquake 

or excessive precipitation could prompt GLOF, washing away settlements and destroying 

infrastructure, such as hydroelectric plants, roads and bridges along river basins. More 

worryingly, melting Himalayan glaciers could have a huge impact on water resources and fluvial 

ecological systems of Nepal and those downstream. 

Risks from climate-related natural disasters are DOVR�KLJK�DQG�PD\�LPSDFW�1HSDO¶V�GHYHORSPHQW�

process and growth trajectory, requiring early action to ensure that sources of growth are 

climate-resilient to the maximum extent possible. Erratic monsoons regularly cause climate-

related disasters, such as drought, floods, and landslides. These undermine agricultural 

production, affecting infrastructure, and reversing gains in poverty reduction. In addition, rainfall 

patterns seem to have changed dramatically over the years. It is no longer easy to predict when 

the monsoon rains will come or how long they will last.  

http://www.icimod.org/himap
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levels of government to help mitigate the risks. Figure 3 indicates the farmland destroyed and 

damage in crops due to climate change-related natural disasters (floods, drought and landslides).  

Figure 3: Farmland Damaged by Natural Disasters (flood, drought, landslides) 

 

Source: MOF (2019). 

Labour Markets Mismatch  

Economic diversification, structural transformation and broad-based income growth are crucial 

to employment generation. They can also help in meeting the SDGs on schedule. However, due 

to its inability to enhance the productive capacity of domestic industries, Nepal has not been able 

to create quality jobs. This has resulted in persistently high unemployment, with huge numbers 
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inducing a higher level remittances inflow. But any stagnation and recession in the host 

economies may have severe and adverse impacts on foreign employment and remittances. Nepal 

has no leverage vis-à-vis economic policies and decisions in host countries. Therefore, its 

vulnerability is very high.  

Given the geographical concentration of Nepali migrant workers in oil-producing countries, a 

decline in oil prices always constitutes D� PDMRU� ULVN� IRU� 1HSDO¶V� UHPLWWHG� LQFRPH� with direct 

consequences on domestic consumption, savings and overall economic growth. It is therefore a 

matter of concern that Nepal's heavy dependence on large-scale labour migration has added a 

specific dimension to its economic vulnerability. Ever increasing trade deficits and resulting 

Balance of Payments (BOP) crises indicate the 
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depends heavily on monsoon rains. Consequently, agricultural production is not free of setbacks, 

slumps and sharp fluctuations. The production of crops that depend on the regular provision of 

surface water, such as paddy rice and maize, has been highly vulnerable to fluctuations in the 

monsoon rainfall pattern. Inadequacies in soil moisture due to delayed or poor rains, and 

repeated shortages of fuel for irrigation and land preparation, have curbed the expansion of food 

and cash crop production. 

The years of conflict deterred investment in agriculture on which more than 60 percent of the 

population depends. Subsistence farmers, small plots of land and stagnant production have made 

the country dependent on imported food items. The World Food Programme has been providing 

food assistance to Nepal. As Nepal has been a net importer of food grains in recent years, the 

situation may aggravate if the supply of such products is affected. The excessive dependence on 

subsistence farming may also increases environmental degradation as a result of depletion of 

forest resources. This, in turn, will lead to biodiversity loss and desertification. Food insecurity is 

therefore a major challenge for the country.  
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Outstanding External Debt 19.0 20.3 19.7 17.7 16.1 17.3 15.5 17.3 
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Figure 4: Annual GDP Growth Rates for the Period 2011-2018 

 
Source: CBS (2019a).  

Nepal has been eligible for graduation in two consecutive triennial reviews in 2015 and 2018. It 

met two of the three criteria: 
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Nepal has made notable progress towards LDC graduation. However, progress was disrupted by 

the devastating earthquakes that struck the country in April and May 2015. Overall economic 

growth of Nepal fell by half in 20
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milestone towaUGV�WKH�6'*�DJHQGD�DV�SDUW�RI�1HSDO¶V�ORQJ-term development vision. Nepal is an 

early advocate, as affirmed in its Voluntary National Review, of implementation of the 2030 

Agenda where possible impacts of graduation were also presented.  
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IV. Coherence and linkages with the 2030 Agenda and other 

Global Processes 

Nepal has been working on maintaining coherence and linkages of the IPoA with the 2030 

Agenda to achieve the goals and targets. As we know, the universal and transformative 2030 
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costing, established SDG implementation and process monitoring mechanisms, and has begun to 

strengthen database systems.    
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V. Towards the next LDC Agenda 

Since the adoption of the IPoA in 2011, many LDCs have made notable progress in economic, 

social and human development. In this regard, we welcome the efforts made by the United 

Nations and other development partners.  

Despite the notable progress made in economic, social and human development, the IPoA is not 

going to meet the goal set to enable half the LDCs to be eligible for graduation by 2020. 
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in the southern part of the country. Thus, special support measures for land-locked and 

small island developing countries should be strengthened.  

3. The major IPoA goals were structural transformation of LDCs, helping them achieve 
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was very limited, and their vulnerability to external shocks has not been reduced 

significantly.   

8. Many LDCs are still net food importers, which has increased their vulnerability to rapid 

declines in export earnings and capital flows. Multiple, interrelated global crises and 

challenges, such as increased food insecurity, volatile energy and commodity prices, and 

the global financial and economic crisis, partly reversed development gains that LDCs 

achieved over time. Thus, special support measures may be devised to build productive 

capacity and resilience to shocks.   

9. While LDCs have made considerable efforts to mobilize domestic resources for their 

development, most still face a huge financing gap, and ODA continued to be the largest 

source of external financing for the development of LDCs. Data show that development 

partners have not given as much as attention as required to uplift the productive 

capacities of LDCs and help them exit the poverty trap. ODA flows have not been 

channelled in proportion to the vulnerability and the size of populations in LDC 

countries. This shoulds 
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Annex 3: International Trade Performance of Nepal 

 Indicators  2011 2012 2013 2014 2015 2016 2017 2018 



54 

 

 

Annex 



55 

 

machinery 

equipment and 

parts thereof 

machinery 
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Annex 5: Private Sector Development Indicators 

Indicators  2011 2012 2013 2014 2015 2016 2017 2018 

Doing Business Index4 57.84 59.27 59.8 60.6 59.85 57.6 59.95 59.63 

Logistic Performance Index3  2.04  2.59  2.38  2.51 

Capacity to Retain Talent3    2.4750 2.6981 2.8809 2.7229 2.6745 

Capacity to Attract Talent3    1.9855 2.2785 2.5045 2.4902 2.4437 

Ethical behaviour of firms3 2.8745 3.1074 3.2128 3.2221 3.3268 3.3455 3.2499 3.4231 

Domestic market 3 2.9611 3.0095 3.0451 3.0456 3.0922 3.3370

3.3370
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