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Nepal - India Trade Relations
General Background

India and Nepal are neighboring country
with centuries old cordial and trade
relation built with shared values, culture
and language. Both are members of
SAFTA, SAARC and BIMSTEC and
has signed several bilateral treaties to

promote trade and commerce.

Summary Table

. Main
Year Title highlights
Free movement of people
India-Nepal and goods' and close
1950 Treaty of relanonsh_lp aEnd
collaboration in the matter
Peace and of residence, ownership
Friendship of property, participation
in trade and commerce.
Trade Facilitate and promote
1950 |and trade and commerce
C between countries
ommerce
Treaty
Recognized that Nepal
Trade could have trade
1960 |and relations with third
Commerce countries without
Treaty India's intermediary

role.

1971  |Treaty of
Trade and
Transit

Exemption of custom
duty and quantitative
restrictions on
transaction of primary
industrial products

Relaxed the conditions
1978 |Treaty ofTradc for entry of Nepalese
and Transis goods into India
Made provision in the
1999 | Trade trade and transit
Treaty agreement by
reactivating 1978
agreements.

In 1950 Nepal and India inked "Treaty
of Peace and Friendship" to establish
close strategic relation between the two
countries.

Various amendments to trade treaties
wave made in the following years 1975,
1991, 1996, 1999, 2002, 2009 and 2016.

Exemption from basic

custom duty, treatment
Trade

1991 and
Transit

on duty free access and
Provision of
introduction of

ey restrictions, if
necessary to protect
public morals and

others

Grant duty free access

1996 Trade to each other primary

Treaty product and to remove

Indo-Nepal basic custom duty on

Treaty of Nepal manufactured

Transit items. Incorporation of
detailed Rules of Origin

and value addition norm

Trade Duty free and quota free

2009 T
Teaty access to additional

primary products of
Nepal, non-discrimination
regarding trade flow,
consideration of waiver
and provisions for

technical support.

Extension of Nepal-

2016 Trade Treaty .
India Trade Treaty for

another seven years.




Basic Indicators of Indian Economy

Population (billion, 2017) 1.339
GDP (Trillion current USS$, 2017) 2.439
GDP (Trillion current PPP USS,

2017) 9.446
Trade to GDP ratio (2014-2016) 224
Tariff binding coverage (%) 74.4
Trade Per Capita (USS$, 2014-2016) | 369
Rank in world trade, 2016

Exports 17
Imports 10

India in Multilateral Trading System

WTO accession

| January 1995

Trade Policy Review

14, 16 September 201

Tariffs and duty free imports

Tariff binding coverage (%)

744

MFN tariffs Final bound )
Applied
2016

Simple average of import duties 48.5 134

Agricultural goods (AOA) 113.5 345

Non-agricultural goods 346 10.2

Non ad-valorem duties (% total tariff 5.1 4.9

lines)

MFN duty free imports (%, 2012)

in agricultural goods (AOA) 21.2

in non-agricultural goods 40.5

O

Tourist Flows From India To Nepal

Year

Number of Tourist

2009

93,884

2010

120,898

2011

149,504

2012

165,815

2013

180,974

2014

135343

2015

75124

2016

118,249

Number of Tourist from India to

NTTTHHT

Nepal

~—— Number of Tourist

2009 2010 2011 2012 2013 2014 2015 2016

Nepal's Trade with India

Years

Exports
(000 )

Imports
(000)

Balance
(000)

F.Y.2007/08

38,555,700

142,376,500

-103,820,800

F.Y.2008/09

43,574,482

165,119,002

-121,544,520

F.Y.2009/10

39,902,811

214,261,109

-174,358,298

F.Y.2010/11

42,868,108

259,162,277

-216,294,169

F.Y.2011/12

50,933,222

321,346,419

-270,413,196

F.Y.2012/13

51,788,460

397,957,920

-346,169,460

F.Y.2013/14

59,458,375

482,345,300

-422,886,925

F.Y.2014/15

55,859,253

500,044,484

-444,185,231

F.Y.2015/16

39,695,134

487,597,307

-447,902,173

F.Y.2016/17

41,500,844

646,019,017

-604,518,173




Listing of Some Non-tariffs Measures in India

Balance of Trade with India
A Title and summary of Implementing NTM chapter
00,000,000 P
ey the legislation authority
200,000,000
oA #i WEports fu 000 ) Central Board of Price control
adaroooo = lmports (n D0ORs) Excise and Customs, measures
600,000,000 ] “Bakince (i 000Rs) Government of India - ; :
S B e Additional Custom mc]?lfimg
§ S¥ssasnssEas Diities additional taxes
SERENRERERAEE and charges
s i e Legal Metrology Ministry of | Technical barriers
(Packaged Consumer to trade
, Commodities) Affairs, Food
Major Products'of Exp'ort and Import Rules 2011 & Public
with India Distribution
Agricultural Produce  [Ministry of | Technical barriers
Lot pes (Grading and Marking) | Agriculture |t trade
Big Cardamom Petroleum Act, 1937
Products .
Food Safety and Food Safety and|Sanitary and
Juices Iron and Standards Standards phytosanitary
Steels (Contaminants, Toxins |Authority of  [measures
Varti Ceinent and Residues) India
1 Regulations, 2011
clinkers
Tea Rice ks . . 3
Listing of Some Non-tariffs Measures in India
Jute Products Vehicle
Rosin and resin acid Machinery Food Safety and
e . Standards (Food  [Food Safety |Sanitary and
I d steel Ph: I ;
R pra;jnfccfsu"m Products Standards |and Standards| phytosanitary
T Y Coal and Food Authority of | measures
o Additives)Regulat |India
0il Cakes Maize ions, 2011
Foot Vegetabl
L S Food Safety and  |Food Safety [Sanitary and
Brass and copper Polythene Standards and Standards| phytosanitary
Granules (Laboratory and  |Authority of |measures
Dentifrices Sample Analysis) |India
(toothpaste) Regulations, 2011
i e Food Safety and  |Food Safety |Sanitary and
Standards and Standards| phytosanitary
(Packaging and Authority of | measures
Labeling) India
Regulations, 2011
Food Safety and  |Food Safety |Sanitary and
Standards(Licensi |and Standards| phytosanitary
ng and Registration |Authority of | measures
of Food India
Businesses)
Regulations, 2011
General Grading & |Ministry of | Technical
Marking Rules, Agriculture | barriers to
1988 trade




SWOT Analysis of Bilateral Trade with India

Weakness
- Nepal has inherent domestic weaknesses
-Nepal and India share historical, cultural like poor infrastructure, lack of
and economical ties from time immemorial | competitiveness, under-developed capital and
-The signing of the revised trade treaty in | money market, lack of well-developed and
2009 between India and Nepal is expected | strong private sector, lack of effective
to provide further boost to the growing Indo- regulatory framework, low level of human
Nepal Trade capital and lack of sound business
- India is the largest trade partner of Nepal | environment hinders business with India
- Both the countries are members of | -Poor infrastructures like road, power,
SAARC,SAPTA, BIMSTEC telecommunication, airports, messy and
- The cheap labor cost, liberal trade and crowded custom points which create high
economic policy resulting in lower tariff rate | trading cost, long transit time, and insufficient
structure is key in attracting Indian investment | supply capacity.
in Nepal. _ Existence of informal economy and trade
_ Various Non-Tariff Measures directly
- India is the biggest Foreign Direct investor | affecting trade of agri-based product such as
in Nepal especially in infrastructure project | Ginger
and Hydroelectircity project such as
Pancheshwor, Arun - I1I

Strength

- Ballooning negative balanc of trade

Opportunity Threat
- The validity of trade treaty for 7 years | - Tough competition from other SAARC
provide more stable framework for bilateral | countries like Bhutan as wel as from outside

trade that allows of preferential access of | SAARC like Tibet in gaining Indian market
Nepaleses product to Indian market
- Open border situation can be utilized to
increase the export flow of Nepalese goods

to Indian markets.

- Non traiff measures creating additional
hinderance in trade with India

_The treaty also provides MFN access to the -Nepal is 1e§s competent in relation 10 other
Indian markets for Nepalese products !‘DC countries regardtlng. its standard ization
- Nepal, being one of the LDCs, can enjoy issues and negotiation capabilities.

special provisions, benefits, concessions and : -
facilities of WTO. Similarly, technical | -SAPTA and its later culmination to SAFTA

assistance can be obtained from developed | 18 bound to invite keen competition in export
countries with the help of which Nepal can | from within the SAARC region.

be competitive in trade with India and can
promote trade. , - Nepal is prone to natural calamity such as
- There is huge market for himalayan herbs | landslide and carthquake causing disruption

in Indian market : e =
- Nepal has huge potential in exporting in supply to Indian marke

hydroelectricity to meet growing energy need
of Northern India




Nepal's Potential Products of Export to India

HS Code

Products

090230

Black fermented tea and partly fermented tea, whether
or not flavoured, in immediate packings of <=3 kg

830629

Statuettes and other ornaments, of base
metal, not plated with precious metal
(excluding works of art, collectors' piecesand antiques)

621490

Shawls, scarves, mufflers, mantillas, veils and similar
articles of textile materials (excluding of silk, silk
waste, wool, fine animal hair or man-made fibres,
knitted or crocheted)

121190

Plants, parts of plants, incl. seeds and fruits, used
primarily in perfumery, in pharmacy or for insecticidal,
fungicidal or similar purposes, fresh or dried, whether
or not cut, crushed or powdered (excluding ginseng
roots, coca leaf and poppy straw)

410411

Full grains, unsplit and grain splits, in the wet state
"incl, wet-blue", of hides and skins of bovine "incl.
buffalo” or equine animals, tanned, without hair on
(excluding further prepared)

620332

Men's or boys' jackets and blazers of cotton (excluding
knitted or crocheted, and wind-jackets and similar
articles)

071340

Dried, shelled lentils, whether or not skinned or
split

330129

Essential oils, whether or not terpeneless, incl.
concretes and absolutes (excluding those of citrus
fruit and mint)

611012

Jerseys, pullovers, cardigans, waistcoats and similar
articles, of hair of Kashmir "cashmere" goats, knitted
or crocheted (excluding quilted articles)

091091

Mixtures of different types of spices

620520

Men's or boys' shirts of cotton (excluding knitted or
crocheted, nightshirts, singlets and other vests)

410621

Hides and skins of goats or kids, in the wet state "incl.
wet-blue", tanned, without wool on, whether or not
split (excluding further prepared and pre-tanned only)

611019

Jerseys, pullovers, cardigans, waistcoats and similar
articles, of fine animal hair, knitted or crocheted
(excluding from hair of Kashmir "cashmere" goats
and quilted articles)

640520

Footwear with uppers of textile materials (excluding
with outer soles of rubber, plastics, leather or
composition leather, onhdpaedic footwear and toy
footwear)

620342

Men's or boys' trousers, bib and brace overalls,
breeches and shorts, of cotton (excluding knitted or
crocheted, underpants and swimwear)

620343

Men's or boys' trousers, bib and brace overalls,
breeches and shorts of synthetic fibres (excluding
knitted or crocheted, underpants and
swimwear)

621410

Shawls, scarves, mufflers, mantillas, veils and similar
articles of silk or silk waste (excluding knitted or
crocheted)

621420

Shawls, scarves, mufflers, mantillas, veils and similar
articles of wool or fine animal hair (excluding knitted
or crocheted)

392640

Statuettes and other ornamental articles, of plastics

O




