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Summary 
The CDP found that, despite fast growth in recent years, Nepal’s GNI per capita is still below the 
graduation threshold. The income growth was also hampered by the COVID-19 pandemic, especially due 
to the large impacts on the tourism sector. Government expenditure for public health and welfare 
increased, but protection for vulnerable people during COVID-19 pandemic appears to be limited. 

The Government of Nepal has taken steps to prepare the STS and submitted the annual report to CDP. 
The Committee recommends the country to take concrete measures to promote productive 
capacity, including promoting cottage industry and diversifying the economy.  

The CDP recommends ECOSOC to call for international community to continue providing technical 
and financial assistance to Nepal, particularly, on promoting productive capacity and build resilience 
against natural disasters.

Macroeconomic situation 
Recovering from the devastating Gorkha earthquake of 2015 (magnitude 7.8 earthquake, affecting 
more than 31,000 people),1 Nepal’s GDP growth rate averaged 7.8 percent over 2017-2019. In 2020, 
however, the economy was hit hard by the COVID-19 pandemic, resulting in GDP contraction by 
8.5 percent (calendar year).2 Meanwhile, the IMF estimated a moderate decline of -2.1 per cent.3 
Tourism, transport and manufacturing are some of the sectors that are most affected by the pandemic.4 

Real GDP growth of Nepal forecast to expand by 5 to 5.5. percent in 2022, according to various sources,5 
underpinned by domestic demand of India, Nepal’s major trading partner, and private 
consumption followed by remittance inflows. Though, tourism in the Himalayas, which accounted for 10 
percent of the country’s GDP in 2019, is nomՠ䀁　　
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Balance of Payments (millions of US 
dollars) 

Current Account 2446.6 -167.8 -1032.6 -2748.5 -1753.6 -84.1

Goods, Credit (Exports) 813.2 762.3 835.7 932.3 1110.9 890.1 

Goods, Debit (Imports) 6510.7 8764.3 10200.4 12863.0 12118.4 9597.0 
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Table 2. Indicators for LDC identification, Nepal, 2018-2022. 

Year GNI per capita EVI HAI 

2018 905.1 24.7 71.0 

2019 955.4 24.5 72.6 
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the sector of hydropower. Still, this has been one of the dimensions in which the country progressed most 
during the 2010s.  

The most remarkable progress during that period was achieved in ICTs, thanks to strong investment to 
expand the infrastructure and uptake of digital technologies. 

Table 4. Productive Capacity Index, Selected Countries, 2018 value. 

Country PCI Energy Human 
capital 

ICT Institutions Natural 
capital 

Private 
sector 

Structural 
change 

Transport 

Angola 22.2 22.8 35.9 5.0 32.2 51.9 65.6 12.3 10.5 

Bangladesh 26.8 25.3 44.7 6.7 37.7 58.1 72.7 16.5 13.6 

Bhutan 30.1 22.4 46.5 9.2 63.3 41.5 73.9 16.7 21.7 

Lao PDR 27.1 23.5 41.0 8.2 40.1 46.0 78.0 20.6 12.5 

Nepal 26.3 18.3 46.2 7.8 39.9 52.3 70.6 15.9 14.8 

Sao Tome 
and Principe 

26.7 19.6 43.7 7.2 48.4 46.7 75.8 16.3 15.2 

Solomon 
Islands 

26.2 21.2 40.0 5.5 46.9 44.7 81.1 13.5 20.7 

Vanuatu 29.4 23.1 41.2 6.7 55.5 46.2 80.4 17.7 24.2 

LDCs 23.9 18.8 37.9 6.1 38.2 58.2 71.0 14.0 13.4 

ODCs 31.9 27.8 48.7 12.4 51.4 51.3 77.7 19.4 19.2 

Source: UNCTAD. 

Data gap 
Nepal’s overall statistical capacity index was 72.2 in 2020, slightly higher than the average score of South 
Asian countries (69.8) and lower middle income countries (66.4).7 Methodology of source data is a 
particular concern, while the country scores better on periodicity and availability. 

Smooth transition, national plan and country specific factors 
Nepal is scheduled to graduate on 24 November 2026, after a five-
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Current Fifteenth Plan (Fiscal Year 2019/20-2023/24)9 is also in line with Nepal’s preparation for LDC 
graduation. Its long-term vision 2043 aims to graduate the country from the LDC category by 2022, based 
on the following strategies: 1) achieving rapid, sustainable and employment-oriented economic growth; 2) 
ensuring universal and quality health service and education; 3) developing internal and cross-border 
interconnectivity and sustainable cities/settlements; 4) increasing production and productivity; 5) providing 
complete, sustainable and productive social security and protection; 6) building a just society with socio-
economic equality and poverty alleviation; 7) protecting and mobilizing natural resources along with 
building their resilience; 8) promoting national unity and provincial balance, strengthening of public service. 

LDC graduation will affect the country’s exports. Currently 25 countries are granting LDC-specific 
preferences to Nepal, and losses are expected to concentrate in exports to EU.10 Nepal would benefit from 
EU’s Everything-But-Arms (EBA) arrangements for additional three years after the graduation, but it may 
face higher tariffs and quotas after then. 11 Besides, Nepal has signed India-Nepal Free Trade Agreement, 
South Asian Association for Regional Cooperation (SAARC) Agreement on a South Asian Free Trade Area 
(SAFTA) and the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation 
(BIMSTEC).12 





Annex 1: Heatmap extract of the supplementary graduation indicators (SGIs) for LDCs and former LDCs (2022 or latest available year) 

Legend: 

50
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Annex 2: Government report 



Report on the Preparation of  
the Transition and LDC Graduation Strategy of Nepal 

N
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1. Background 
Nepal, one of the least developed countries (LDC) in South Asia, has made significant socio-
economic progress in the past few years despite the challenges of the post-conflict transition, 
devastating earthquake and frequent floods, among others. Such a progress has enabled Nepal to 
qualify for the graduation from the LDC status. At the same time, this has necessitated formulating 
and implementing a smooth transition strategy that could prepare the country better for enhancing 
resilience and ensuring structural transformation of the economy.  

In 1971, the international community recognized the special category of countries which were 
confronted with a high level of poverty, as well as structural and institutional impediments 
resulting in a low level of socio-economic development. Nepal was among the first group of LDCs 
identified and listed by the UN in its resolution 2768 (XXVI) of 18 November 1971. Since then, 
the list of LDCs is regularly reviewed against the set of LDC criteria.  

Since the 1980s, the United Nations has organised decennial programs of action to support the 
development of LDCs. The First and Second conferences were held in Paris in 1981 and 1990, 
respectively. The Third conference was held in Brussels in 2001, which adopted the Brussels 
Programme of Action for LDCs for the Decade 2001-2010. This initiative was inspired by the 
values, principles and objectives of the Millennium Declaration.  

The Fourth Conference was held in Istanbul, Turkey in 2011, which adopted the Istanbul Program 
of Action (IPoA) for LDCs for the Decade 2011-

http://en.wikipedia.org/wiki/United_Nations
http://en.wikipedia.org/wiki/Countrxe 1Rec5446 0 R9>>/Border[0 0 0]5Sub9lorder[0 0 0]/H/I/Rect K>></3/62j4334..44/S/58 521.256 274.77]/StructParent 39/Subtype/Link/Type/Annot>><</S/URI/USocl/Subtypes94.nomickipedia.o5Subtype/Link/Type/Annot>><</D[55 0 R/XYZ 70 533 0.0]/S/Gt505.03/62ns
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i. With LDC graduation, several international support measures will be phased out 
in the areas of international trade, and other general support that the country enjoys 
at the moment.  

ii. Being LDC, Nepal currently enjoys a duty-free and quota-free market access or 
other preferential market access schemes from many countries2; special and 
differential treatment in obligations related to World Trade Organization (WTO), 
and various support measures related to capacity building in trade. The challenges 
from the LDC graduation include a possible trade loss from preference erosion, a 
loss of the preferential treatment and flexibilities granted towards LDCs at WTO, 
and phasing out of access to LDC-specific international support measures.  If no 
other supportive mechanisms are put in place or negotiated, Nepal could face 
difficulties in diversifying markets and products. The most potential exports 
identified by the Nepal Trade Integration Strategy and other products from Nepal 
could face higher tariffs and more stringent rules of origin in the absence of new 
trade agreements or other concessional arrangements with the major trading 
partners of Nepal.  
 

iii. On the issue of development assistance, there will be no immediate impact in terms 
of availability of resources on account of Nepal’s graduation from the LDC status. 
Most of the international financial institutions do not recognize the LDC category 
for the disbursement of funds as such. Bilateral development partners consider all 
issues; international commitments such as 0.15% of GNI as ODA to LDCs, 
bilateral relationships, incidence of poverty, vulnerability and humanitarian 
considerations and other specific factors.  However, with an increased national 
capacity, the scope of concessionality may be adversely affected. 

 
   

4. Socio-economic Impacts of COVID-19  
The COVID-19 pandemic has posed additional challenges constraining socio-economic 
development and progress. It has pushed many people below the poverty line for the first time in 
decades. Health and wellbeing of a large section of population have been severely affected. With 
a predominant share of informal employment in the country, the vulnerability of the informal 
sector workers including those of women workers remain high. Livelihood prospects of the people 
working on daily-wages basis and those with limited social protection and assets have been 
undermined. Tourism, transport, and manufacturing are some of the sectors hit hardest by the 
pandemic. Education, construction, agriculture, trade, and supplies have also been negatively 

 
2 Specific countries with preference scheme for Nepal as LDC are: Australia, Canada, Chile, China, the European Union, Iceland, 
India, Japan, New Zealand, the Republic of Korea, the Russian Federation, Switzerland, Taiwan Province of China, Thailand and 
the United States. 



affected. These adverse impacts have raised the likelihood of a rise in poverty and inequality 
simultaneously. This could add a further challenge to the graduation, particularly due to the 
continued vulnerabilities in a number of sectors and areas. More broadly, COVID-19 pandemic 
has increased a substantial risk of delay in achieving the Sustainable Development Goals within 
the stipulated time. 

Therefore, apart from 



representing relevant line ministries 



To ensure effective policy responses to minimize and mitigate the negative impacts of 
COVID-19, the government undertook a preliminary study on the socio-economic impacts 
of COVID-19. Similarly, to cope with the debilitating impacts of COVID-19, the 
government took several important measures during the crisis. International support and 
cooperation also played a very important role. Now, an in-depth study is in the process to 
assess the comprehensive impacts of COVID-19 in the socio-economic development of the 
country and the livelihood of the people. Nepal is also preparing an IPOA progress review 
report. A mid-term review of the current 15th Plan is going to be carried out soon, which 
will also focus on the implementation of SDGs, impacts of COVID-19, and the LDC 
graduation process.  

 

7. Conclusion  

Graduation from the LDC status is a key development milestone for Nepal. It is a challenging task, 
which requires coordination, cooperation and support from all stakeholders within the country and 
from outside. We would like to make sure that graduation will lead to the structural transformation 
of economy, strengthening of resilience and an equitable and sustained progress in the country. 
Nepal faces both opportunities and challenges after graduation. Graduation will phase out all the 
facilities that Nepal has currently been enjoying as an LDC. To cope with such challenges and 
harness the opportunities, the government is preparing a smooth transition and graduation strategy. 
The strategy will focus on aforementioned issues through consultative mechanisms, bringing 
together all the relevant stakeholders including key ministries, private sector, and development 
partners.  

While preparing for the graduation, Government of Nepal will be seeking support and 
commitments from the UN system, bilateral and other multilateral donors for a smooth transition 
and sustainable graduation.  
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