


I. Introduction

Nepal is a landlocked country in South Asia, situated between India and China, with a total
population of 29.2 million. Nepal shares its borders with India in the east, west and south,
while with China in the north. The country has three ecological regions, namely mountains,
hills and terai (plain). Nepal has adopted federal system of governance in accordance with
the Constitution of Nepal promulgated in 2015, with 7 provinces and 753 local levels.

Nepal met the threshold criteria for two of the three indices — Human Assets Index (HAI)
and Economic and Environmental Vulnerability Index (EVI) for its eligibility for graduation
from least developed country (LDC) category during the past three rounds of triannual
reviews of Committee for Development Policy (CDP) in 2015, 2018 and 2021. Following
the recommendation of CDP and endorsement by the Economic and Social Council, the UN
General Assembly Resolution in 2021 has endorsed for the graduation of Nepal in 2026 with
five-year preparatory period. The graduation of Nepal without meeting the criteria for Gross



Energy, Water Resource and Irrigation (MOEWRI), and Ministry of Physical Infrastructure
and Transport (MOPIT) have actively engaged in and contributed for the preparation of the
report. The report has been prepared based on the desk review of the existing policy and
plan documents of the GoN, review reports and secondary data. Trend of socio-economic
development of Nepal during the last 10 years and the mainstreaming of VPOA in national
plans, policies and strategies have been reviewed in the report. Similarly, key achievements
made by Nepal in each of the priority areas during this period, and challenges on the
implementation of VPOA are analyzed and measures for the future programme of action are
suggested.

Il. Policy Mainstreaming of the VPoA

Nepal has given priority on the implementation of the VPoOA and has made considerable
progress in achieving the objectives of priority areas. The 14" Plan and the 15" Plan have
emphasized the implementation of international commitments of Nepal including the VPoA,
sustainable development goals (SDGs), and international conventions, treaties and
agreements. In particular, the current 15" Plan has set national goals and targets for
achieving the aspiration of prosperity and happiness by addressing challenges associated
with landlocked-ness by identifying drivers of transformation and enablers. The national



Economic Development

Nepal has experienced ups and downs during the review period. The promulgation of the new
Constitution by the Constituent Assembly in 2015 and shifting from the unitary to federal
governance system has brought major changes in the political front. Although the devastating
earthquake in 2015, border obstruction in the south, floods in 2017 and Covid-19 pandemic
created implementing challenges, an average economic growth rate of 4.3 percent was
achieved during the review period. Between the earthquake 2015 and the Covid-19 pandemic
2019/20



of supply of basic goods including medicines and basic food supplies by other countries had
negative impacts on human life as well as smooth and safe operation of economic activities.
While the lockdown measures adversely affected government revenue, the pandemic has
necessitated additional investment in health services and social security schemes for
vulnerable sections of the society leading to increased fiscal



National Economic Census 2018, female ownership of business enterprises is 27 percent
(CBS, 2018).

Environment and Climate

Nepal is one of the most vulnerable countries to climate change despite negligible
contribution to the total green house gases emissions in the world. Global Climate Risk
Index 2



As an LLDC, Nepal is relying on neighboring countries for its transit access. Rail Services
Agreement between Nepal and India has been amended through Letter of Exchange (LoE)
including the provision of allowing all authorized train oper



seaports and Lanzhou, Lhasa and Xigatse land-ports. As part of the agreement, Nepali traders
can use any mode of transport, rail or road, to access the seaports for third country trade.
Similarly, traders are allowed to trade through six checkpoints in the Nepal- China border
Rasuwa, Tatopani, Korala, Kimanthanka, Yari and Olanchungola. Nepal and China have also
agreed on conducting technical details of Kathmandu-Kerung railway line that connects
China's border point with Nepal’s capital. Along with exploring the possibility of railway
connectivity, GoN has pushed for road upgradation along the routes with China. The GoN
started upgrading Syaphrubesi-Rasuwagadhi-Galchhi road. The road section as a Game
changer project is expected to improve



local level road



The government has given priority in the production of hydroelectricity and other alternative
energy in recent decades. The government has focused on universal access to power,
optimization of energy mix, increasing hydroelectricity production and building new
transmission lines to meet the increasing domestic demand, decrease the consumption of
petroleum products and harness regional energy market. The 15th Plan has taken the goal of
achieving energy security through intensifying hydropower generation. Meanwhile, the
hydroelectricity sector has been successful in attracting domestic and foreign investments, in
particular with public private partnership (PPP) model, with a series of policy reforms. There
is remarkable achievement in hydropower production. The installed capacity has increased
from about 700MW to 2666MW, with 1527MW contribution from the private sector, during
the review period. Similarly, there is tangible progress in the production of other renewable
sources of energy. The government has also signed new treaties with neighboring countries
to facilitate power trade.

Nepal overcame an energy crisis that adversely affected the country between 2008 and 2016.
The crisis was first mitigated through abolishment of load-shedding and demand side
management. Meanwhile, the energy demand has consistently increased which is being
currently met by increased power production and imported power from India. In 2022/23, the
average annual household consumption of electricity was 351 KWh. The GoN intends to
increase the annual per capita electricity consumption to 1,500 KWh in 2030. The households
with access to electricity have increased
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headquarters and adjacent municipalities along the Mid-hill highway and broadband
connectivity to local government offices, ward offices, community schools and community
health centers. Parallelly, the licensed operators are also building their networks to provide
internet and tel
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C to B in February 2021. The review of implementation status and working for definitive
dates for Category C is under process. In accordance with TFA, Nepal has established
National Committee on Trade Facilitation with the objective of contributing to facilitating
trade and transit. The draft operational
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logistics management information system. A work plan has been approved for the successful
implementation of the policy.

A feasibility study on cross border electronic exchange of trade data has been carried and the
report has been prepared. Nepal has been developing national payment gateway to facilitate
digital payments system. Nepal also intends to launch a mobile app for farmers which will
provide updates on weather conditions, market price and agricultural technologies.

Priority 4: Regional Integration and Cooperation

Nepal has been party to 17 trade agreements with all major economies and economies within
the South Asia region. It has signed trade and transit treaties with its two neighboring
countries India and China and also with Bangladesh. It is a party of three regional trade
agreements: South Asia Preferential Trade Agreement (SAPTA), South Asian Free Trade
Agreement (SAFTA) and the Bay of Bengal Initiative for Multi-sectoral Technical and
Economic Cooperation (BIMSTEC). Nepal is also an active member of the Bangladesh,
Bhutan, India, Nepal (BBIN) initiative. Nepal has a preferential trade agreement with India.
China provides zero-tariff access to 8030 export items as per the letter of exchange between
the two countries. It has also signed a Bilateral Investment Promotion and Protection
Agreement (BIPPA) with six countries which account for about 40 percent of foreign
investment in Nepal. Similarly, the EU offers duty-free, quota free market access to all export
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country. Digitalization of trade and transit procedures along with application of IT enabled
services in supply chain management
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