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Nepal - Srilanka Trade Relations

General Background

Nepal and Sri Lanka formally established
diplomatic relationship on 01 July 1957
however people to people contact existed
even before then. As sovereign modern
states, Nepal and Sri Lanka enjoy warm
and friendly relationship based on mutual
respect, cooperation and understandings.
Both countries work together at the United
Nations special agencies as well as
Colombo Plan for Cooperative Economic
and Social Development in Asia and
Pacific. Besides both embrace similar
views on most of the international issues,
be it in the UN or any other multilateral
forums. They are the founder members of
the Non-Aligned Movement (NAM), the
South Asian Association for Regional
Cooperation (SAARC) and are members
of the Bay of Bengal Initiatives for Multi-
Sectorial Technical and Economic
Cooperation (BIMSTEC).

Both countries share warmest relations
based on Cultural & Religious ties.
Religious link between the two countries
is considered as one of the main aspects
of bilateral ties.

Trade Related Agreements between

Nepal and Sri-Lanka

Nepal and Sri-Lanka started their
formal diplomatic relation from 1957
A.D. The two country officially signed
a trade agreement in 1979 A.D. Trade
Agreement between with a common
objective of strengthening and further
developing the economic, trade and
cultural relations between two nations on
the basis of equality and mutual benefit.
The trade an agreement on 13 articles.

Avoidance of Double Taxation Agreement
between Nepal and Sri Lanka was signed
on 6 July, 1999.



Summary Basic Indicators

Year Title Main BASIC INDICATORS
highlights
Population (Million, 2017) 21.4
ho79 Trade Objective of strengthening
Agreement and further developing GDP (billion current US$, 2015) 80.591
their economic, trade and GDP (billion current PPP USS$, 2017) | 278.415
cultural relations on the -
A ; Trade to GDP ratio (2014-2016) 24.7
basis of equality and
mutual benefit Tariff binding coverage (%) 40.5
1999 Avoidance [Concerned with the Rank in world trade, 2016 Exports 65
of Double |avoidance of double
) Imports 58
Taxation taxation on income
Agreement |received by the professors,|  Sri-Lanka in Multilateral Trading System
teachers, research scholars -
and students WTO accession 1 January 1995
Trade Policy Revi | and 3
. . race FOLCH S November 2016
2002 Establishment [Aimed to promote
of Business |business collaborations GPA accession since 2003
Council in  |between the two countries,
Tariffs and duty free imports
Colombo
Tariff binding coverage (%)
Memorandum|To formalize the
2003 - Final |z .
. MFN tariff:
Of Association partnership between the ants bound Appiied 2016
(MOA) two organizations Simple average of import| 35 1 |93
duties
600 Establishme | Cooperation in the areas All goods
nt of a Joint |of trade, finance, Agricultural goods 301 1223
Commission |agriculture, industry and (AOA)
development of Non-agricultural goods 237 |69
infrastructure, science and
. Non ad-valorem duties
technology, investment (% total tariff lines)
and other matters mutually -
MFN duty free imports
agreed upon. (%, 2012)
in agricultural goods
2010 Establishme | Aimed at strengthening (AOA)
;t .Of i the business relations in non-agricultural
riendship - petween the two goods
and Business .
Council COUIIHIES. Services sectors with
GATS commitments




Nepal's Trade with Sri Lanka Major Products of Export and Import

Year Exports | Imports | Balance with Sri Lanka as on 2016/17
000 000
F.Y.2007/08 | 35,147 24,929 10,218
Export Import
F.Y.2008/09 | 161,544 58,224 103,320
FY2009/10 | 100263 | 54773 |45490 Paintings Industrial mono
carboxylic fatty
FY.2010/11 | 7,568 151,788 [(144,220) acid
FY.2011/12 | 22,162 85,066 (62,904) Used or new Aluminum
rags, scrap container
F.Y.2012/13 | 5438 159295  [(153,856) tiwine, cordage,
F.Y.2013/14 | 2,525 688,119 |(685,594) Said
F.Y.2014/15 | 38,845 245,056 206,210 String musical i
- . : p 0 instrument, Mechanical
FY.2015/16 | 9,361 201356 [(191,995) played with a Equipment
F.Y.2016/17 | 2,550 172,163 [(169,613) s
Hang bags Electrical
Balance of Trade with Sri Lanka isasgrics
zﬁ Sack and bags,
400,000 including cones
200000
rm,ur: ® Exports (in 000 Rs) Mineral
400,000 *® imports in 000 As) Turpentine Oil
-600,000 ¥ Balance (in 000 Rs)
_— e y household
'b 'I '\9&\\'} Q\‘: \"\' ‘\;r "'\:' \.» \~W \N artiCIes
&MY FPFLL
Tea
Rubber
Pectin Product

Fireboard




SWOT analysis of bilateral trade
with Sri-Lanka

Strength

Nepal and Sri-Lanka has over 60 Years of
cordial diplomatic relation

Birth place of lord Buddha Lumbini is major

tourist destination for Sri Lankans majority

of whom practise Buddhism

Both the countries are members of
SAARC,SAPTA, BIMSTEC and hence has
common interest of expanding economic

opportunities including trade.

Sri-Lanka and Nepal have signed a number

on Joint Commission with a view to foster

understanding and promote bilateral

cooperation in various sectors

Opportunity

There is big opportunity for promoting tourism
by bringing Sri-Lankan Tourist to Lumbini

ginger that can be catered by Nepalese export.
Nepal, being one of the LDCs, can enjoy
special provisions, benefits, concessions and
facilities of WTO. Similarly, technical
assistance can be obtained from developed
countries with the help of which Nepal can be
competitive in trade with Sr- Lanka and can
promote trade.

Sri-Lanka is keen to invest in Nepal's hydropower,
education, and Infrastructure which can be an
opportunity to extend and enhance the trade in
between.

of bilateral Agreements, MOUs and Agreement

Sri Lanka has huge demand for cardamom and

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. :

Since Nepal and Sri Lanka is not directly
connected by land its difficult to transport
goods and services to Sri-Lanka

Non-tariff barriers such s SPS and technical
standard has hindered Nepali trader to promote
export to Sri-Lanka

- Though Nepal is major piligirmmage
destination for Sri lankans, lack of
infrastructure is deterring more visits from
Sri-Lanka

Tough competition from other SAARC
countries.

Non traiff measures creating additional
hinderance in trade with Sri-Lanka

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




