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Nepal - France Trade Relations
General background:

Nepal and France entered into diplomatic
relation on 20 April 1949. Currently
cooperation from France to Nepal is

channeled through the European Union,

Trade Related Agreements between
Nepal and France

On May 2, 1983 Reciprocal Promotion
and Protection of Investment,was signed
by Minister for Foreign Affairs as
representative from Nepal and Minister
of External Relations as representative
from France with the major objective to
enhance the French investment in Nepal.
The major areas of French investment
were in hotels, restaurants, medicine,
aluminum windows and doors, vehicle
body building sectors. As outcome of this
agreement, it is evident that French
investors have invested Rs. 350 million
in 57 various joint venture projects in
Nepal, which has created 2273 jobs as of
July 2012 .

The agreement consisted of 12 articles whose
major highlights are listed below :

e The Contracting Parties should
extend fair and equitable

treatment to investment made by

both governmental and private

companies.

The Contracting Parties should
offer most favored nation

treatment to one another.

The Contracting Parties should

provide full and complete
protection and safety on the
territory and in the maritime areas

to each other.

The Contracting Parties should
guarantee the required trade
financing procedures for
transaction of goods with each

other.

On 2011, the European Commission
adopted and published the reformed
Generalized System of Preferences (GSP)
rules of origin.TheEU's new GSP
preferential trade scheme entered into
force on 1 January 2014. It increases the

focus of EU unilateral preferences on

D



sectors that developing countries are in
most need. The number of beneficiaries
has been reduced, thus creating more space

for the exports from poorer countries.

The new GSP further promotes sustainable
development and good governance by
allowing more countries to become eligible
for GSP+, which provides additional
preferences to vulnerable countries that
ratify and effectively implement core
international conventions on environment,

labor and human rights.

The new GSP also maintains the
Everything but Arms (EBA) scheme,
which provides duty-free and quota-free
access to all products from all LDCs with
the exception of arms and ammunition.

Basic Economic Indicators of France

BASIC INDICATORS

Population 64979
(thousands, 2017)

GDP (trillion current 2.463
USS$, 2016)

GDP (trillion current PPP 2.733
US$,2016)

Trade to GDP ratio 61
(2014-2016)

Rank in world trade, 6
2016 Exports

Imports 6

France in Multilateral Trading system

Summary
Year | Title Main Highlights
Reciprocal Enhance the
Promotion and | French
Protection investment
of Investment in Nepal
1983
Generalized European
System of Commission
201 Preferences adopted and
011 | Gs) published the
reformed GSP
rules
New GSP Er;;c_erﬁd in'Fotfo.rce
preferential which maintains
2014 | 1 ade the Everything
but Arms (EBA)
scheme.

WTO accession 1 January 1995

Trade Policy Review 6, 8 JulyE2015

GPA accession 1 January 1996

Tariffs and duty free

imports

Tariff binding

coverage (%) 100

MFN tariffs Final ")\ lied 2016
bound pp

Simple average of

import duties

All goods 50| 5.2

Agricultural goods

(AOA) 11.9| 11.1

Non-agricultural

goods 39 | 42

Non ad-valorem duties a8l 51

(% total tariff lines) : :

MFN duty free

imports (%, 2012)

in agricultural goods

(AOA) 45.5

in non-agricultural goods | 60.4

Services sectors with 115

GATS commitments




Tourism

The Government of Nepal and the French
Embassy in Kathmandu have exchanged
letters to renew the agreement on the

establishment of ‘Alliance Frangoise de

Number of Tourist from France to Nepal
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Katmandu’ (the French Cultural Centre in
Kathmandu) for ten more years.

A significant number of tourists arrive in

2009 2010 2011 2012 2013 2014 2015 2016

Nepal's Trade with France

Nepal from France each year. The
following figures show the tourist arrivals

trends from France in recent years

Year Number of Tourist
2009 22,154
2010 24,550
2011 26,720
2012 28,805
2013 21842
2014 24097
2015 10 8 85
2016 20863

Year Exports' Imports | Balance
(000) (000) (000)
F.Y.2007/08| 1,001,164 | 833,606 | 167,558
F.Y.2008/09| 1,144,695 | 2,417,042 |-1,272,347
F.Y.2009/10] 1,152,930 | 1,662,686 | -509,756
F.Y.2010/11| 1,206,172 | 1,322,207 | -116,035
F.Y.2011/12| 1,062,887 | 1,639,948 | -577,061
F.Y.2012/13| 1,053,139 | 1,784,212 |-731,072
F.Y.2013/14| 1,333,186 | 1,442,722 | -109,535
F.Y.2014/15] 1,289,063 | 7,192,997 [-5,903,934
F.Y.2015/16| 1,283,749 | 7,243,804 |-5,960,055
F.Y.2016/17| 1,193,606 | 13,350,336 412,156,730
Balance of Trade with France
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Major Products of Export and Import
with France as on 2016/17

Export Import

Aeroplane,

Pashmina helicopter and
parts thereof

Woolen .

Carpet Dried peas

Readymade Medicine

Garments

Essential Food

oils preparations

Nepal 2 .

P:;I)):r ese Wine and Whisky

Products

Handicrafts Polypropylene

Medicinal Machiner

Herbs

Felt Television
cameras, digital
cameras and video
camera recorders

Cotton Chemicals

sacks

and bags

Fresh ;

nShroOmS Printed products

Listing of Some Non-tariffs Measures
in European Union

i)  General principles and requirements
of food law - all stages of food/feed
production and distribution
(Regulation (EC) No 178/2002-
Section 4)

ii)  Traceability - importers of food and
feed products must identify and
register the supplier in the country
of origin (Regulation (EC) No
178/2002 - Article 18)

iii) General rules on hygiene of
foodstuffs and hygiene specifications
for food of animal origin

iv) Rules on microbiological criteria for
foodstuffs



SWOT Analysis of Bilateral Trade with France

Strength
Nepal and France has long friendly and
diplomatic relation being strengthened
by a number of agreements in the field
of culture, tourism, economic investment,
health, education etc
Nepal is rich in biodiversity as a result
various derivative products like woolen
carpet, hides and skin, headgears,
readymade garment, felt, pashmina, tea
and coffee, medical herbs etccan be
manufactured and exported to France.
Nepal is popular destination for French
Tourist
Nepal finally has a stable government for
a period of next five years so there is
assurance that no trade and economic
activities would be blocked or distracted
by activities of political instability.

Opportunity
Nepal's trade relationship with France is onc
the oldest that has attained maturity over the time
-Proparco Group, a French Development Financial
Institution, has shown its interest to invest in
Nepal, particularly in the agriculture, sustainable
tourism, education, micro financing and energy
sector. This can open door to future trade and
investment
-EU Countries has allocated 6 million Euros for
the Trade and Private Sector Development
Program (TSPD) that works with various
organizations representing producers, exporters
and importers addressing issue of trade policy
and capacity building, quality infrastructure and
value chain development. This scheme can be
leveraged for exports of coffee from Nepal to
France and other European countries
The GSP facilities provided to Nepal on selected
products is useful to help develop Nepalese export
to France

Weakness
Nepal has weak production and export
base.
Lack of effective value chains and rules
regulation that hinders export,
promotion drive.

Nepal is unable to meet quality
standards mandated by French market
because of lack of standard lab,
research centers and advanced
technologies

Absence of direct air linkages between
the two countries makes lightweight
and high-value Nepalese export
products to France much costlier

Export promotion activities are very
|

- French market is very sensitive and different
from other European markets in matter of
product selection and consumers taste

Long political quagmire in Nepal deterred
many French business from importing from
Nepal

- Tough competition from other developing
countries like Cambodia, Bangladesh, Bhutan,
and Vietnam from Asian region in French
market

-Nepal though a member of WTO, many of
its acts, rules, regulations are not in
conjunction with WTO provisions thus
detering free trade




Potential Products for Export of Nepal

to France
Potential Product 621420 Shawls,scarves,veils&thelike,of
HS Code | Potential Froducts wool or fine animal hair,not knitted
620520 Mens/boys shirts, of cotton, not 611490 Garments nes, of other textile
knitted materials, knitted
611710 Shawls, scarves, veils and the 630520 Sacks and bags, for packing of
like, of textile materials, knitted goods, of cotton
630790 Made up assicles, of textile materials, 330129 Essential oils, nes
nes, including dress patterns
650590 Hats&otherheadgear knitted or made
up from lace,or other textile mat
711719 Imitation jewellerynes of base metal
whether o not platd w prec metal
620630 Women/girls blouses and shirts,
of cotton, not knitted
570190 Carpets of other textile
materials, knotted
570110 Carpets of wool or fine animal
hair, knotted
621410 Shawls,scarves,veils and the like,
of silk or silk waste,not knitted
481910 Cartons, boxes and cases, of
corrugated paper or paperboard
620452 Women/girls skirts, of cotton,
not knitted
610442 Women/girls dresses, of cotton,
knitted
621490 Shawls,scarves,veils& the like,
of other textile materials,not knitted
621142 Women/girls garments nes, of
cotton, not knitted
611012 Jerseys, pullovers, cardigans,
waistcoats and similar articles, of hai
610910 | T-shirts, singlets and other vests,
of cotton, knitted




