
A STUDY ON EXPORT DIVERSIFICATION OF NEPAL

(F.Y. 2001/02 to 2012/13)

A Thesis

Submitted to the Central Department of Economics,

Tribhuvan University, Kirtipur, Kathmandu Nepal

In Partial Fulfillment of the Requirements

for the Degree of

MASTER OF ARTS

In

ECONOMICS

By

KESHAB BHATTARAI

Roll No: 126/2066

CENTRAL DEPARTMENT OF ECONOMICS

TRIBHUVAN UNIVERSITY

Kirtipur, Kathmandu, Nepal

Jan, 2014



APPROVAL LETTER

The thesis entitled “A STUDY ON EXPORT DIVERSIFICATION OF

NEPAL(F.Y. 2001/02-2012/13)”, Submitted by Mr. Keshab Bhattarai to the Central

Department of Economics, Tribhuvan University, Kathmandu, Nepal, in partial

fulfillment of the requirements for the Degree of MASTER of ARTS in

ECONOMICS has been found satisfying. Therefore, this thesis has been approved by

the thesis committee.

THESIS COMMITTEE

Dr. Ram Prasad Gyanwaly

Head

Sanjaya Bahadur Singh

External Supervisor

Resham Thapa

Thesis Supervisor

Date: 6 Jan, 2013.



LETTER OF RECOMMENDATION

This thesis entitled “A STUDY ON EXPORT DIVERSIFICATION OF

NEPAL(F.Y. 2001/02-2012/13)” has been prepared by Mr. Keshab Bhattarai under

my guidance and supervision. This Thesis is the outcome of his own intensive and

independent research work and has been prepared in the form as required by the

faculty. I forward it with recommendation for approval.

Resham Thapa

Thesis Supervisor

Date: 6 Jan, 2013



APPROVAL LETTER

The thesis entitled “A STUDY ON EXPORT DIVERSIFICATION OF

NEPAL(F.Y. 2001/02-2012/13)”, Submitted by Mr. Keshab Bhattarai to the Central

Department of Economics, Tribhuvan University, Kathmandu, Nepal, in partial

fulfillment of the requirements for the Degree of MASTER of ARTS in

ECONOMICS has been found satisfying. Therefore, this thesis has been approved by

the thesis committee.

THESIS COMMITTEE

Dr. Ram Prasad Gyanwaly

Head

Sanjaya Bahadur Singh

External Supervisor

Resham Thapa

Thesis Supervisor

Date: 6 Jan, 2013.



ACKNOWLEDGEMENT

This thesis entitled "A Study on Export Diversification of Nepal (F.Y.

2001/02-2012/13)", has been prepared for the fulfillments of the requirements for the

Master's Degree of Arts in Economics. The main objectives of the research study are

to analyze the export diversification of Nepal. The study is the outcome of almost 8

months study under the supervision of Mr. Resham Thapa. In spite of his extremely

busy schedule,  Mr. Resham Thapa always me a ample amount of his time and had

keen interest in this study. The study has substantially benefited from his vast

theoretical knowledge and well known research insights. But for his guidance, help

and encouragement at every stage this study wouldn't have taken its presents shape.

My indebtedness to him is therefore immense and everlasting.

My special appreciation goes to Dr. Ram Prasad Gyanwaly, Head of Central

Department of Economics who provided me an opportunity to approved my proposal

for writing thesis. I am also deeply indebted to Lecturer Mr. Khagendra Katuwal,

who encouraged me throughout the development of the study and made many helpful

comments and suggestions on a various part of the study.

My sincere thanks goes to my bosom friends and my parents who encouraged

me in every step of writing thesis with emotional support. I would also like to express

my thanks to Mr. Min Bahadur Shrestha research division of Nepal Rastra Bank and

Mr. Krishna Raj Bajgain, Senior officer, trade statistics and analysis section, Trade

and Export Promotion Center, Nepal whose unconditional support to provide  the data

of Nepalese Trade in order to the complete my thesis.

Last but not least, I'm highly indebted to all my respected teachers,

administrative staff of Central Department of Arts, all respondents and colleague for

their continuous support and encouragement.

Keshab Bhattarai

6, Jan, 2014

Kathmandu, Nepal



TABLE OF CONTENTS

Page No.

Letter of Recommendation i

Approval Letter ii

Acknowledgement iii

Table of Contents iv

List of Table vi

Abbreviations vii

CHAPTER ONE: INTRODUCTION 1-8

1.1 General Background 1

1.2 Statements of the Problem 5

1.3 Objective of the Study 6

1.4 Significance of the Study 6

1.5 Limitation of the Study 7

1.6 Organization of the Study 8

CHAPTER TWO: LITERATURE REVIEW 9-28

2.1 Conceptual Review 10

2.2 Empirical Review in International Context 15

2.3 Empirical Review in Export Diversification of Nepal 21

2.4 Research Gaps 25

CHAPTER THREE:  RESEARCH METHODOLOGY 28-32

3.1 Research Design 28

3.2 Data Collection Technique and Sources of Data 28

3.2.1 Quality of Data 29

3.2.2 Tools and Technique used for the analysis 30

3.4 Data Analysis and Presentation of Data 30

CHAPTER FOUR: TREND AND NEPALESE EXPORT TRADE 33-50

4.1 History of Nepalese Foreign Trade 33

4.2 Trade Diversification Policies of Nepal 35

4.3 Trade Policy, 2009 37

4.4 Nepal Trade Integration Strategy (NTIS) 2010 41

4.5 Indo- Nepal Treaty of Trade and Transit 42

4.6 Impact of Trade and Transit Treaties on Indo- Nepal Trade 44



4.7 Trade Liberalization and Nepal’s Export Potential 44

4.8 Trends of Foreign Trade 47

4.9 Trends of Export Trade 49

CHAPTER FIVE: VOLUME, COMPOSITION, AND DIRECTION

OF NEPALESE EXPORT TRADE 51-71

5.1 Volume of Export Trade of Nepal 51

5.2 Total Volume of Export Trade with India 52

5.3 Total Volume of Export Trade with Overseas Countries 53

5.4 Composition of Nepalese Export Trade 54

5.4.1 Export of Major Commodities to India 58

5.4.2 Export of Major Commodities to Overseas Countries 58

5.5 Export Trade Contribution to GDP 59

5.6 Direction of Export Trade of Nepalese Foreign Trade 60

5.6 Major Export Trade Partners of Nepal 62

5.7 Analysis of Export Diversification 65

5.8 Constraints of Export diversification 68

5.9 Problems of Nepalese Export Trade 70

CHAPTER SIX: SUMMARY, CONCLUSION AND

RECOMMENDATIOS 72-79

6.1 Summary 72

6.2 Conclusion 77

6.3 Recommendations 78

APPENDIX 80-86

REFERENCES 87-89



LIST OF TABLE

Page No.

Table: 4.1 Foreign Trade of Nepal (2001/02-2012/13) 48

Table: 4.2 Export Trade of Nepal (2001/02-2012/13) 50

Table: 5.1 Export Trade of Nepal

With India (2001/02-2012/13) 53

Table: 5.2 Export Trade of Nepal with Overseas

Countries (2001/02-2012/13) 54

Table: 5.3 Composition of Nepal's Export Trade Classified by

Major SITC Manufacture Goods Groups 56

Table: 5.4 Composition of Nepal’s Export classified by

Major SITC Primary Commodity Groups 57

Table: 5.5 Share of Export on Gross Domestic

Product (GDP) 60

Table: 5.6 Nepal Export Trade Directions (2001/02-2012/13)62

Table: 5.7 Major Export Trade Partners of Nepal 63

Table: 5.8 Export of Major Potentials Agriculture

Goods (Classified by TEPC) 67

Table: 5.9 RCA Index of Major Export of Argo

Products in 2012 68



ABBREVIATIONS

ACP : African, Caribbean and Pacific

AFTA : American Free Trade Agreement

ATC : Agreement on Textiles and Clothing

BIMSTEC : Bay of Bengal Initiative for Multispectral Technical and
Economic Cooperation

BOP : Balance of Payment

CBS : Central Bureau of Statistics

CEDECON : Central Department of Economics

CEPA : Comprehensive Economic Partnership Agreement

DC : Department of Custom

DFQF : Duty-Free and Quota-Free

EEE : Exporters' Exchange Entitlement

EPZ : Export Promotion Zone

ESAP : Enhanced Structure Adjustment Facility

EU : European Union

Ei /GDP :Export to India/ GDP ratio.

Eo /GDP : Export to overseas / GDP ratio

FDI : Foreign Direct Investment

FITTA : Foreign Investment and Technology Transfer Act

FNCCI : Federation of Nepalese Chambers of Commerce and Industry

FTA : Free Trade Area

FY : Fiscal year

GDP : Gross Domestic Product

GNP : Gross National Product

GON : Government of Nepal

GSP : Generalized System of Preferences

ICDs : Inland Clearances Depots

ICT : Information and Communication Technology

IMF : International Monetary Fund

ISI : Import Substitution Industrialization

LDCs : Least Developed Countries

MOF : Ministry of Finance



NAFTA : North American Free Trade Agreement

NPC : National Planning Commission

NRB : Nepal Rasta Bank

NRN : Non- Residents Nepalese

NTIS : Nepal Trade Integration Strategy

OECD : Organization for Economic Cooperation and Development

OGL : Open General License

PRSC : Poverty Reduction Support Credit

PRSP : Poverty Reduction Strategy Paper

PRGF : Poverty Reduction Growth Facilities

RCA : Revealed Comparative Advantage

RER : Real Exchange Rate

REER : Real Effective Exchange Rate

R & D : Research and Development

RMG : Readymade Garment

Rs : Rupees

SAP : Structural Adjustment Program

SAL : Structural Adjustment Loan

SAARC : South Asian Association for Regional Cooperation

SAPTA : South Asian Preferential Trading Arrangement

SAFTA : South Asian Free Trade Area

SAWTEE : South Asia Watch on Trade, Economics & Environment

SITC : Standard International Trade Classification

TEPC : Trade and Export Promotion Centre

TU : Tribhuvan University

UN : United Nations

UNDP : United Nations Development Programme

UNCTAD : United Nations Commission for Trade and Development

USA : United States of America

US : United States

VAR : Vector Auto Regression

VECM : Vector Error Correction Model

WTO : World Trade Organization

WB : World Bank


