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Nepal - Bhutan Trade Relations

General Background

Bilateral relation between and began
with the opening of Nepal- Bhutan
Friendship and Cultural Society at
Kathmandu in 1969 with aim to facilitate
good relation between two countries. This
paved the way to formal establishmentof
relation between two countries in 1983.
Both countries share similar geography
being landlocked, bordered by India and
People's Republic of China and separated
only by the state of . In 2004, Nepal and
Bhutan signed an agreement that increased
the number of flights between and from
twice a week to seven flights a week.
Delegations of chambers of business of
both nations have exchanged visits, and
both nations recently held joint secretary-
level talks to work towards a trade

agreement.

Recently, Nepal and Bhutan along with
two more countries like India and
Bangladesh have agreed to work jointly
to make accelerated progress on areas
such as power, road connectivity, trade
facilitation and movement of goods and
services. For this purpose all four nations
who are also the member of SAARC have
held preliminary talks to remove some of
the hurdles in

order to boost trade and spur economic

growth. The talk mainly discussed the
ways for cooperation in power
transmission, trade facilitation, sharing of
flood data and ensuring movement of
people and goods. The four countries have
already finalized a Motor Vehicle
Agreement with an aim to encourage
people-to-people contact and movement
of goods. The deal will allow a transit of
passengers, personal and cargo vehicles
between the four countries.

Trade Related Agreements between
Nepal and Bhutan

Trade relation between Nepal and Bhutan
as Bilateral Trade Agreement was formally
established on 3™ June 1983. As two
kingdoms in the Himalayas, Bhutan and
Nepal share many commonalities, one of
which is to form a buffer between India
and China. Up until now, cooperation has
been created between Bhutan and Nepal
in areas like trade and services, sports,
technical and cultural cooperation.
On 7" August 1990, Bhutan and Nepal
signed an Air Services Agreements.



Summary Bhutan in Multilateral Trading System

Year Title Main WTO accession 6 October
highlights 1999
1990 Air : Druk ljklr operates Trade Policy Review -
Services two flights a week
Agreements to Kathmandu )
GPA accession -
2003 Memorandum Enhancement of
f mutually beneficial . "
?mderstanding madé an}(]i economic Tariffs and duty free imports
cooperation.
Tariff binding coverage (%) -
. . . MEN tariffs Final | 5 oplied 2016
Basic Economic Indicators bound
of Bhutan : .
Simple average of import
BASIC INDICATORS i
All goods
Population (Thousand, 2017) 810
i Agricultural goods
GDP (billion current US$, 2015) 2.085 (AOA)
GDP (billion current PPP USS$, 2016) 6.432

Trade to GDP ratio (2014-2016) 463 Non-agricultural goods

Tariff binding coverage (%) Non ad-valorem duties
(% total tariff lines)

-Rank in world trade, 2016

MFN duty free imports
(%, 2007)
Exports 175
in agricultural goods
Imports 181 (AOA)

in non-agricultural
goods

Services sectors with
GATS commitments




Nepal's Trade with Bhutan Major Products of Export and Import

with Bhutan as on 2016/17
Year Exports | Imports | Balance
F.Y.2007/08 142,688 136,425 6,263 EXpOI’t Import
Liquid
F.Y.2008/09 | 194,826 352,367 -157,541 . .
dielectrical Plastering
transforme ;
F.Y.2009/10 | 1,554,824 133,152 1,421,672 rs having Material
power
F.Y.2010/11 | 425,484 112,234 313,250 handling
capacity
F.Y.2011/12 | 543,836 249,412 294,424 ok
. exceeding
F.Y.2012/13 | 333,879 273,078 60,801 Dalmott, Furniture
papad,
F.Y.2013/14 99,532 353,201 253,669 salted
bhujiya and
F.Y.2014/15 121,368 405,774 284,406 chamena
Paintings Wood and
F.Y.2015/16 152,713 547,893 -395,180 S
and Articles of
FY2016/17 | 77406 | 531414 | -454,008 Slqoe Wood
Pieces
Soaps Plants
Cooking Incense sticks
Balance of Trade with Bhtaun appliances
2,000,000
1,500,000 Medical Imitation
1.000.000 Apparatus jeweler of base
metal
' Exports (in 00O Rs )
° ® imports (in 000 Rs) i .
500,000 = Baltnca (i 0008 Furniture ) Textiles
e Wigs of
human hair
Carbon
dioxide than
650 kVA
Cotton Coal
Products
Animal Instrument for
Feed measuring or
checking the flow
of levels of
liquid




Strength

- Nepal and Bhutan are both landlocked

himalayan countries sharing border with
India and China

Both Bhutan and Nepal share common
culture and religious belief with 75% of
Bhutanese practising buddhism

Both Bhutan and Nepal are the members
of SAARC countries

Opportunity

Nepal and Bhutan can have strategic
alliance in enhancing their comparative
advantage in hydropower, tourism and

agricultural product

- Nepal can be destination for piligirmage

for large populace of Bhutan that follows
Buddhism

SWOT Analysis of Bilateral Trade with Bhutan

Weakness

Nepal has inherent domestic weaknesses
like poor infrastructure, lack of
competitiveness, under-developed capital
and money market, lack of well-developed
and strong private sector, lack of effective
regulatory framework, low level of human
capital and lack of sound business
environment making Nepalese product
uncompetetive in Bhutan

Becuase of lack of direct road connection
there is increased trade cost with Bhutan

Threat

- Tough competition from other SAARC

countries.

- Non traiff measures creating additional

hinderance in trade with Bhutan

SAPTA and its later culmination to
SAFTA is bound to invite keen
competition in export from within the
SAARC region.




