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Abstract 
Globalization introduced new trends in international arena. This 

paradigm shift has been compelling various countries towards regional 

integration. South Asia is confronting with very complex and 

complicated situation, on one hand regional politico, economic and 

social relation are pre-requisite to alleviate poverty to ensure 

prosperity of people and to augment economic development of the 

region, while on other the two major countries of the region are 

strangulated by the mistrust and failed to accelerate trade between two 

nations. This situation is hindering the trade relations of whole region. 

Policy makers of Pakistan and Nepal are struggling to enhance trade 

and economic relations through bilateral interaction, negotiation, 

cooperation and by using SAARC platform. But these efforts could not 

be fruitful due to technical, political and psychological barriers.  The 

difficulties of Nepal are added by its land locked position and its 

traditional dependence on India.  This paper is an attempt to evaluate 

existing economic relations, impediments and to explore possibilities to 

enhance these relations in the benefit of people of Pakistan and Nepal. 

 

Keywords:  Regional Trade, South Asia, Pakistan, Nepal, opportunities and impediments 

 

I. Introduction 
World is confronting with a worst kind of economic crisis and financial crunch of 

its history. The recent global financial crisis has caused considerable economic slowdown 

in developed countries such as the UK, Germany, France and the USA. The condition of 

developing countries is more serious as they are strangulated by global economic 

adversities. Resultantly, the current financial crisis affects on developing courtiers can be 

calculated in many possible ways. First, there could be financial infection and spill over 

of slippery stock market in emerging market. (Singh 2008: 4). Second, the economic 

recession in the developed countries may also have significant impact on the developing 

countries. This impact could be on trade and commodities price. Third, the remittances to 

developing countries will decline. It will happen because there will be fewer economic 

migrants to the developed countries when they are in recession. Foreign direct investment 
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and equity investment will come under heavy pressure. In this situation governments 

around the world are trying to circumvent the crisis. Developed countries are struggling 

to maintain their present status while less developed countries are struggling for survival.  

 

South Asian countries are not exception to it. One of the most urgent approaches 

to address economic and financial catastrophe could be considered to enhance trade and 

economic interaction in various fields at regional level. South Asian countries are making 

efforts to explore possibilities to use this approach, which is yet to be materialized. Policy 

makers of Pakistan and Nepal are also struggling to enhance trade and economic relations 

through bilateral interaction, negotiation, cooperation and by using SAARC platform. But 

these efforts could not be fruitful due to technical, political and psychological barriers.  

The difficulties of Nepal are added by its geographical position and dependence on India.  

This paper is an attempt to evaluate existing economic relations and to explore 

possibilities to enhance these relations in the benefit of people of Pakistan and Nepal. 

 

 Nepal is landlocked and sandwiched between China and India. This geographical 

location inflicted a number of economic and political constraints upon it. Despite being 

rich in natural resources neither Nepal is a big economy nor a big player in global market. 

One can presuppose that having small economic volume Nepal will not be much affected 

by international economic turmoil. Similarly, it would not make any dent on global 

economy. So, there is no need to tag it with international economic upheaval.  Small 

states never think on these lines that they are going to dent international economy as they 

are conscious about their own vulnerability. The situation is more hazardous for country 

like Nepal which is dependent on foreign remittances and tourism. Nepal is confronting 

with serious trade imbalance and fiscal deficit. Nepal is compelled to be more vigilant to 

recover its economy to strength and consolidate its resilience from external shocks. 

Owing to global financial crisis the country is facing serious setback in areas like (i) 

foreign direct investment (ii) overseas employment and remittances (iii) expected 

declining flow of tourists (iv) debt servicing. It is pertinent to mention that remittances 

and tourism industry are the main sources of foreign exchange of this land locked 

country. It is obvious that both would be affected by present crisis.
i
 Substantial, 

significant and urgent measures are required to address the situation
ii
. Policy makers are 

well aware therefore, they are taking measures to meet the emerging challenges. The 

other serious challenge for policy makers of Nepal is its overwhelming dependence on 

India. The regional economic relations and dependence are two different phenomena.  

 

 Constructive relations would be fruitful for development while dependency can 

harm economic freedom and ultimately undermines the sovereignty. For example Nepal 

purchases its oil and oil product from India. In 2008, the supplies of oil and petroleum 

products were stopped by India due to over billing. Consequently, the country faced acute 

shortage of petrol and petroleum products. People witnessed long lines on gas pumps, 

transportation system was collapsed, and Municipality vehicles could not even dispose of 

solid waste. In a nut shell, more or less the state business was halted. The government 

paid a partial amount and accepted some hidden demands of the big neighbor to restore 

oil supply to keep running its essential services and operations. The Indian government is 

used to exercise this type of pressure tactics, whenever, required to bend the Nepali 

leadership.  If Nepal has to use other options, the situation would have been comfortable 

for it. The country would have to enjoy equal level bargaining capacity, suitable prices, 

more credit and other opportunities.  
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 The informal trade between India and Nepal is a constant threat to fragile economy 

of this land locked country.  The border is open and People commute frequently across 

the border. A large quantity of commodities is exported and imported through informal 

way. Indian business men purchase raw material from Nepali farmers on cheap prices, 

while the same products are sold to Nepal after processing with branded name on high 

prices.  This poses a big loss of custom duties to government and damage the infant 

industry. 

 

 Local trade is strangulated by Indian Marwari. Markets are saturated with Indian 

consumer products. Indian businessmen are purchasing huge properties at Kathmandu by 

using Nepali bank loan facilities through their Nepali wives as Indians are not allowed to 

buy property in Nepal. This situation hampered the business and employment 

opportunities for natives. 

 

 There is a growing comprehension among Nepali policy makers about such state 

of affairs. They are searching to explore alternatives to meet the challenges. They are 

making efforts to boost trade and economic relations with other regional states like 

China. However, there is an urgent need to construct infrastructure to boost trade. The 

other regional country is Pakistan which has desire and potential to augment trade and 

economic relations with Nepal. Though the policy makers of Pakistan and Nepal are 

making efforts to enhance economic relations since long but the volume of trade is still 

small. Similarly, Nepal can make agreements with Bangladesh to purchase gas etc. 

 

II. Economic Interaction: A Review 
 The politico, economic and social actors of both countries are anxiously making 

efforts to boost economic relations since March 29, 1960 from the time when formal 

diplomatic ties were established between the two. Consequently, the relations have been 

widened, diversified and deepened. The increasing collaboration, high profile reciprocal 

visits and exchange of views on mutual concerns at bilateral, regional and international 

levels have further strengthened the mutual economic relations. The interaction is not 

limited to official domain rather extended to people to people contact sphere by 

educational and cultural exchanges. The image of Pakistan in Nepal is immensely 

positive and vice versa. The decision makers are always trying to boost and strengthened 

these relations despite many restraints. However, the social, cultural and economic 

relations could not be enlarged according to the magnitude of expectations due to many 

reasons.  

 

A. 1962 to 1970 
 Pakistan and Nepal took first initiative in bridging economic relations by signing 

an agreement called the “Trade Agreement 1962” (Muhammad, 1986). The agreement 

outlined certain MOUs such as, (i) Special arrangement to facilitate the transaction of 

goods, (ii) Special payment arrangements, (iii) arrangement of trade exhibition, (iv) visits 

of businessmen and trade delegations. Another break through was transit agreement 

signed in 1963 which exempted trade from various transit and custom duties. Both 

countries made a review about the progress of these two agreements in 1965 but could 

not reach on any further agreement due to the eruption of war between Pakistan and 

India. In 1966, an agreement was made to revive and increase the magnitude of trade 

particularly with East Pakistan subsequently opening the road link through Radhikapur. 
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In 1969, suggestions were formed to enhance such trade initiatives. The most significant 

indicator of growing trade after a through revision in 1970 was the increase of trade items 

on Pakistan’s import list. The distance of East Pakistan boundary from Nepal was just 17 

miles and an ideal trade could be executed on such geographical proximity but that short 

strip of land was located in India who never facilitated transit trade. Thus India had 

become major stumbling block in flourishing trade relations between these two countries. 

It is evident in the issue of Pakistan’s offer of port facility to Nepal as an alternative 

outlet enable her to establish trade relations with the world independently through the 

ports of East Pakistan was resisted by India.  

 

B. 1971 to 2009 

 In 1971, emergence of Bangladesh changed the geopolitics of the region. It was 

the perception that India would never be as resilient in Bangladesh and Nepal trade 

relations as was in the prevailing animosity with Pakistan. The authorities were rightly 

expecting from India that she would provide road link to these nations and Nepal would 

find it’s long desired out let to the ports of Bangladesh. The security imperatives of India 

did not remain in the same critical position and now she could extend cooperation to the 

Nepal. In contrast to that, India did not change its intransigent policy of exploitation and 

turned a deaf ear to the logical demands of Nepal. Keeping in view the unregenerate and 

vindictive Indian attitude, Nepal revised its policy and re-established relations with 

Pakistan. Both comprehended that there was a need to draw new treatise and agreements 

in that altogether changed situation. 

 

 The trade relations originally guided by 1962 pact were not favorable for Pakistan. 

Balance of trade was in favor of Nepal, the volume of trade was very limited and the flow 

of trade was not consistent and smooth. In 1977, some suggestions were made to explore 

new possibilities for promotion of trade between. Therefore, in 1979, Governments 

revised 1962 pact and drew wider outlines of trade and commerce; resultantly a fresh 

agreement was agreed upon in 1982.  The terms of that agreement outlined new rules of 

engagement and strengthened relations. According to this agreement, Pakistan and Nepal 

governments agreed: (i) to give each other the most favored nation status, (ii) to 

encourage and facilitate the exchanged visits of businessmen and trade delegations, (iii) 

to hold trade fairs and exhibitions, (iv) to explore possibilities of operating Cargo flights 

(Muhammad, 1986). A Pakistani trade delegation visited Kathmandu in October, 1982 to 

study the follow up of July 1982 agreement. The matters were discussed and both sides 

unanimously derived conclusions to promote trade and economic activities through joint 

ventures. A potential market in Nepal was identified for gray fabric, ready-made 

garments, tinned fruits, confectionery items, sports goods and surgical instruments. The 

observations of the delegation paved the way to include industrial cooperation in bilateral 

economic relations. A delegation from ministry of Industries Pakistan led by the Minister 

Ilahi Bux Somoro, visited Kathmandu to attend a conference to discover the potential for 

industrial cooperation. It was recognized that there were bright prospects for industrial 

cooperation between the two particularly in the areas of engineering complexes, sugar 

plants, cement factories, textile mills, electrical engineering and industrial technology. 

Afterwards, a joint Economic Commission was signed in 1983. 

 

 In 1984, a joint economic commission evaluated the growing volume of trade 

between the two countries that convinced the commission to sign a protocol. The joint 

commission acknowledged the subsequent areas of cooperation and priority: (i) Exchange 



    Sohail Ayaz Muhammad, Ayaz Muhammad Rana, Muqarrab Akbar 973 

of germ plasma including those of crops and livestock (ii) Exchange of visits of scientists 

and ensure their participation in seminars and workshops (iii) and exchange of scientific 

information and literature (Muhammad and Azid, 1990). After these agreements, the 

related ministers, officials and members of prominent business community paid frequent 

visits to enhance and consolidate economic relations. Humayoon Akhtar also headed a 

delegation visited Katmandu in 2007. Salman Bashir, Foreign Secretary of Pakistan 

visited Nepal and had held meetings with Prime Minister, Madhab Kumar, Foreign 

Minister, Shujata Koirala and his counterpart foreign secretary. Husain (2009) said 

“Foreign secretaries reviewed the entire gamut of ties between the two nations. They 

determined to upgrade the bilateral relations comprehensively and agreed on the essential 

elements of shared strategy to take Pakistan-Nepal relations to a new height: “the foreign 

secretaries attached particular importance to enhancing trade and economic cooperation 

including a Pakistan-Nepal free trade agreement.” Embassy of Pakistan (2009) issued a 

communiqué stated, “Two sides decided to deepen bilateral cooperation in the field of 

agriculture, energy, environment, science and technology, IT, culture, education, and 

people to people contact”. They also discussed matters relating to connectivity and 

transportation (Rising Nepal, 2009: 1). 

 

III. Role of SAARC 
 Post cold war era is marked as the promotion of regionalism. Regional economies 

follow the precedence of European integration devising their own ties to enhance trade 

and social links. Keeping in view these developments, Pakistan and Nepal encouraged the 

idea of SAARC and became founding members of this regional organization. The core 

motive and objective of this organization is to provide an effective platform to enhance 

regional trade. SAARC held many meetings, constituted bodies, commissions, and signed 

agreements, protocols etc. to promote economic and trade relations among South Asian 

Nations. SAARC Preferential Trading Arrangement (SAPTA), South Asian Free Trade 

Area (SAFTA), SAFTA Ministerial Council (SMC) and Committee of Expert (COE) etc. 

are best examples of it. SAARC not only made agreements to boost economic relations 

among member countries, but it also provided institutional arrangement to make these 

agreements functional and also provided conflict resolution mechanism to resolve 

emerging disputes among member’s states.  

 

 SAARC attempted to create a space for member countries to move their relations 

forward with the help of economic ties and conflict resolution. However, despite these 

efforts to normalize relations and boost economic interaction SAARC could not achieve 

objectives in consonance with the expectations of the people of this region. There are 

various factors and forces that are hampering constructive economic interaction among 

the small regional states. Nepal is facing great difficulties on account of her landlocked 

geographic location.  

 

IV. Exports and Imports of Both Countries 
 Despite all efforts to boost trade, the volume of trade is not significant. However, 

Major exports from Pakistan during this period were wheat, medicine, leather and leather 

goods, envelopes, gray cloth, carpets of wool, soap making machines. While major 

export of Nepal were tea, cardamoms, lintels, spices, plants, perfumes, katha, bags and 

sacks of textile material. Trade volume can be judged by the Table 1 and Table 2. 
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Table 1: Pakistan Export/Import to Nepal 1971-72 to 1986-87 (Pak Rs in Millions) 
Year Exports from Pakistan Import from Nepal 

1971-72 to 1975-76 2 44 

1976-77 to 1980-81 13 105 

1981-82 to 1986-87 24 102 

Total 39 251 
Source: (Government of Pakistan, 1988); Mohammad, & Azid 1990), 

Table 2: Pakistan and Nepal Export 1997-98 to 2001-2 (Nepali Rs in 000) 
Year Pakistan Export to Nepal Nepal Export to Pakistan 

1997-98 330221 51505 

1998-99 55977 21933 

1999-00 235069 5857 

2000-01 83520 20946 

2001-02 71572 61558 

Source: (Josse, 2004) 

 

 Moreover, a number of Pakistani investors entered into the joint ventures. They 

installed three textile industries, constructed a hotel and started Himalayan Bank Limited, 

with 20 percent share being owned by Habib Bank of Pakistan (Josse 2004). The 

Himalayan Bank earned great reputation, is considered as one of the leading and popular 

bank in Nepal.  

 

V. Challenges to be addressed 
 One can safely draw conclusion from Table 1 and 2 that regardless of significant 

efforts, the size of trade and overall economic relations between Nepal and Pakistan are 

very limited. Moreover, the duration of almost two decades 1971-1990, the balance of 

trade turned in favor of Nepal and between 1997 and 2002; the balance of trade was in 

favor of Pakistan. The unpredictable balance indicates that there is not consistent and set 

trend or pattern of trade between these countries.  

 

 Nepal is facing transit impediments and weak infrastructure such as road and rail 

links. Prakash (2009: 4) indicates that all the problems of Nepal are not creation of her 

own. As a landlocked country, the nearest coast is 1,127 km away. The construction of 

ICD (In land Container Depot) at Birgunj, Bhairahawa and Jogbani decreased the transit 

cost remarkably. A study by the World Bank has depicted that the cost of transport could 

be decreased by 37 percent if the ICD facilities would have been used properly. However, 

owing to various technical reasons, these ICDs have not been used to the optimal level. 

Prakash further unfolds technical causes as some provisions of agreement with India, 

weak infrastructure and pressures of transport syndicate of India. “As regards the steps 

and facilitations required to bring third country goods on C&F/CIF, ICD basis, we have 

to do following steps: A public notification is required from the Government of 

India/Customs for day to day functioning of ICD Birgunj. Delivery point should be ICD 

Birgunj, not only Kolkata/Haldia port. For this, the trade and transit treaty need to be 

amended accordingly.” (Prakash, 2009) He further stated that too many documents are 

required for transit transport at the moment. WTO members have made suggestions for 

facilitating transit by reducing the need for documents. Adhikari (2000: 91) reflects the 

reality “The Issue of establishing diplomatic relations with Pakistan had remained an 

issue of political dispute. India used to be taken as an obstacle in the process of 
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developing Nepal-Pakistan relations. India probably did not want to see the development 

of Nepal-Pakistan relations. But in the opinion of Nepali Congress, Nepal’s friendship 

with Pakistan will not affect the age-old relations between Nepal and India. There was no 

reason, why Nepal should not establish friendship with a country with which India has 

hostile relations. In line with this, Nepali Congress government took steps towards 

establishing friendly relations with Pakistan. To what extent did India like the decision of 

the Nepali Congress government was different matter. This decision of Nepali Congress 

could be taken as a fearless and farsighted step in the history of Nepal’s foreign policy, 

which demonstrated Nepal’s independent personality.” 

 

 India intentionally imposes administrative barriers to hamper the trade with any 

country particularly from Pakistan. In 2005, a businessman imported a container of dry 

fruit from Pakistan that was delayed so long in transit on Indian Territory that the dry 

fruit got rotten before reaching Nepal (interview of a businessman, 2006). Some time the 

trade is discouraged by using third degree tactics (Government official 2009)
iii

.Other 

obstacles includes: (i) Nepal’s overwhelming dependence on India (ii) informal (illegal) 

trade between India and Nepal (iii) high custom duties and tariffs (iii) less interaction 

between members of business community of two countries (iv) information and 

communication gap (iv) Perception of negative impact of trade deflection etc. 

 

VI. Issues and Recommendations 
 Pakistan and Nepal are confronting with following serious challenges (i) how to 

enhance trade volume (ii) how to find solution to the problem of current account deficit 

(iii) how to address the issue of overall balance of payment equilibrium, rather than just 

trade balance (iv) how to explore possibilities to boost overall economic cooperation 

between two counties. To address mentioned issues following measures can be 

suggested.  

 

A. Infrastructure 

 One of the most vital hurdles for trade between Pakistan and Nepal and Nepal and 

other countries is lack of infrastructure linkages. Being a land- locked country Nepal has 

to use ports of India or Bangladesh. Nepal and Bangladesh have reached bilateral 

agreements on transit. Nepal has been using Birol and Banglabandh out of six transit 

points in Bangladesh. Prakash (2009) recommended Rohanpur-Singhabad for transit. In 

case of Indian ports, India provided facility from Kolkata port while Nepal is demanding 

facilities from other ports as well. Owing to weak infrastructure, Nepal is at the mercy of 

India. Following steps are recommended to address this. 

 

 There is an urgent need to implement the Multimodal Transport Act. Since Nepal 

is a signatory to the WTO, SAFTA and BIMSTEC, the multi modal act is of great 

significance. It will save time, save unnecessary documentation and decrease the export 

cost (Prakash 2009).  

 

 Furthermore, China is another land route option: Presently Tatopani and four other 

custom points are open for commercial purpose. However, Tatopani custom point is used 

to carry trade with China, while other four points are not in operation due to lack of 

transportation facilities inside Nepal (Prakash 2009: 4). China’s decision to construct a 

railway line from China to Nepal is uphill task but would be productive in the long run. 
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However, efforts should be made to construct transportation facilities inside Nepal as 

well. 

 

B. Air Cargo 

 The air link between Pakistan and Nepal exists since 1963. However, this service 

was formalized through an agreement signed in 1976. Pakistan International Airlines 

(PIA) started weekly flights between Karachi and Kathmandu in 1976. These flights were 

interrupted in 2002, when Indian government banned over-flights of Pakistani aircrafts 

after Indian Parliament attacks of 2002). These flights were restored in 2005. It is also 

pertinent to mention that cargo freight is subsidized for this sector that is around Rs. 30 

per Kg. This service promoted tourism and created an opportunity for business 

community to enhance their business. The Nepal Airlines also operated flights on and off 

from Kathmandu to Karachi but could not continue due to shortage of aircraft. In these 

days, Nepal has made progress quite a lot in many sectors. But such development can be 

enhanced, with more facilities in transportation field, including the addition of 

international airport and increasing the fleet of flag carrier, Nepal Air Lines (Manandhar 

2009: 4). 

 

C. Exchange Programmes 

 Both countries have signed various bilateral agreements to strengthen the 

economic and social relations. Some work has been done at small level but the interaction 

is not up to the expectation. Following steps can be recommended for positive results. 

 

i. Information Center: Importers should be informed about the identification of the 

products. A center can be established which would gather relevant information 

concerning commodities of import interest for the removal of communication gap 

between the concerned countries. 

ii. Chambers of Commerce and other relevant organizations should take steps for 

regular interaction of business community i.e., to hold seminars, exhibitions, 

workshops and visits.  

iii. Research in social sciences will help to promote mutual understanding, to reduce 

the existing communication gaps and to narrow down the differences in economic, 

social, cultural and political setting. Various Research Institutes are working in 

both the countries and must be encouraged. They should launch joint research 

projects. 

iv. Exchange of Students: Students might carry out short duration internship program 

in Pakistan and Nepal particularly, in fields of commerce, business and social 

sciences. 

v. Tourism: Tourism is a source of income and constructive interaction. Both the 

countries realized its importance and provided facility of entry visa to the people 

of both countries. The number of tourists from Pakistan to Nepal is increasing due 

to such initiatives. This trend will help to improve relations in all spheres of life. 

However, more steps are needed to be taken in this field. 

 

D. Economic Integration 

 Economic integration is essential to encourage close ties between two countries. It 

will help to boost economic relations according to Balassa (1961) and positively 

influence GDP growth. These include, 
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i. Scale of economies made possible by the increased size of the market for both 

firms and industries operating below optimum capacity before integration occurs; 

ii. The polarization effect, by which is meant the cumulative decline either in relative 

or absolute terms of the economic situation of a particular participating nation or 

of a specific region within it due either to the fact that an area may develop a 

tendency to attract factors of production; 

iii. The influence on the location and volume of real investment; 

iv. The effect of economic efficiency and the smoothness with which trade 

transportation are carried out due to enhanced competition and changes in 

uncertainty (Azid and Muhammad 1990). 

 

E. Custom and tariff 

  Readjustment of custom and tariff is essential to promote trade between Nepal and 

Pakistan. Currently cloth and other commodities are imported from India through 

informal trade by avoiding paying custom and other tariff duties. This poses a big loss of 

revenue to Nepal and excludes these from competitive market prices. Moreover, Nepali 

people are deprived from the benefit of international competitive and whole sale prices, 

which is always very low as compared to retailer prices.  

 

  The author has surveyed the cloth market, eighty out of hundred retailers 

responded that they purchase cloth and readymade garments from Indian markets, hand 

over to some professionals (called carriers) they get 50 rupees to hundred rupees per suit 

and hand over those clothes and readymade garments at shops in Kathmandu. In some 

cases carrier used to bring commodities and supply in Kathmandu market. Cross border 

smuggling and corruption of functionaries is well known to all. One can conclude, if duty 

and tariff rate is lower: (i) this will not leave room for illegal carriers and corrupts; (ii) 

business community will opt for formal and legal trade (iii) whole seller will enter in the 

market and will purchase commodities on competitive price from international market. 

This all activity will ultimately (i) enhance government revenues (ii) will include other 

regional countries in competition; (iii) people will be able to get commodities at lower 

prices.  

 

F. Concessional List of products 

 At this stage, product by product is a practicable and appropriate as it is flexible 

and can take care of needs of the partner countries. Both can prepare a list of products on 

which concessions are sought from the other country. At the same time both countries 

can prepare a list of commodities on which they are willing to give concessions to other. 

From these lists, after bilateral negotiations a list containing commodities and nature of 

concessions can be prepared acceptable to both countries. Concessions should be both in 

terms of elimination or reduction in tariff rates and removal or relaxation of non tariff 

barriers (Muhammad and Azid 1990).  

 

 Presently, Nepal can import machines for Sugar industries and its parts, machines 

for textile industry and its part, sewing machines, gray cloth for readymade garment 

industry, surgical instruments, batteries, motorcycles and other vehicles and other already 

mentioned articles.  
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G. Economic and psychological Orientation 

 Pakistan and Nepal have the traditional economic and psychological orientation. 

The successful working of joint economic institutions is reflection of this. There is a need 

to supplement it by using business tactics. One can judge the positivity from following 

results. The author surveyed cloth shops of Bag Bazaar, Ahsan, Thamel, New Road, 

Kathmandu Mall, Bisal Bazaar and World Trade Center, etc. The results of survey 

indicate that Pakistani cotton is very popular in Napli market. In some cases cotton cloth 

imported from other countries is sold as Pakistani brand. The author interviewed more 

than hundred shop-keepers who told that they are much more interested in Pakistani 

products but there are some trade barriers. Psychologically, people of Nepal are inclined 

to purchase Pakistani products. 

 

H. Small traders 

 The owners of the small trade and industries have a bent to neighboring countries 

to full fill their needs and requirements. They can be encourage and facilitated by 

granting them import licenses and concessional cargo freight will therefore, lead to a 

positive boost in regional trade.  

 

J. Joint Industrial Base 

 The fact cannot be ignored that joint industrial base has a great potential to 

promote a meaningful progress in the promotion of cross border trade. The promotion of 

trade among member countries is destined to trade diversification and trade diversion. It 

enhances the inflow and outflow of labor capital among the member countries. The 

economy of Nepal desperately needs energy through hydro power, investment in textile 

industry, cement and sugar industry. Keeping in view Nepal’s growing demands, 

Pakistan has the potential investors to invest and exercise their expertise in these areas. 

Beside these expertise and willingness to invest, Pakistan is manufacturing relevant 

machinery. Thus the investors of both countries can launch a joint venture in the required 

fields. For this purpose, the government of Nepal should extend concessions, securities 

and guarantees to initiate joint ventures and encourage Pakistani investors. The ongoing 

reconstruction process in Nepal has also created enormous opportunities for contractors 

and builders. 

 

K. Education 

 Education is the most significant mean to enhance political, cultural and above all 

economic relations. It can devise meaningful economic exchange and reduce 

communication gaps. Moreover, the current trends mark education as an attractive 

business. Therefore, Government of Pakistan is offering scholarships to Nepali students 

in fields of medical, pharmacy, engineering, defense and journalism. Moreover, a 

considerable number of Pakistani professionals are serving in Nepali institution and 

making direct contribution in the economic development of Nepal. In addition, following 

measures can be fruitful.  

 

i. The fields of scholarships should be extended in the fields of business and other 

social and pure sciences. Moreover, one other scheme should be launched through 

which Nepalese students should be granted fee concession, particularly in self 

finance programmes of medical, agriculture, engineering, business, natural and 

social sciences in various universities. 
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ii. The private sector should be encouraged to open educational institutions in Nepal 

and government of Nepal should provide necessary facilities in this growing 

industry. 

iii. Universities and research institutions should conclude MOU and other agreement 

for constructive interactions. Provision of this kind of interaction is available in 

various agreements. At time of writing, The Tribhuvan University of Nepal and 

Bahauddin Zakariya University, Multan Pakistan is in the process of signing the 

MOU; Similarly, Agriculture University Lahore and Tribhuvan University also 

signed MOU. It is needed to make these MOU functional and operative. 

 

L. South Asian Association of Regional Cooperation 

 In regional context, SAARC is an excellent platform to boost economic 

development of South Asian Nations. It worked hard to arrange some constructive 

agreements to promote economic and trade relations among South Asian Nations; SPTA, 

SAFTA, SMC and COE, etc., are the best examples of these arrangements. However, 

despite this progress, it cannot boost the economic relations among member countries up 

to the expectation of people. SAARC should expedite its efforts positively and member 

courtiers should reinforce its operations. 

 

 It is clear from the above discussion that regional hostilities, landlocked nature of 

Nepal, Indian behavior and other economic and political constraints are cause to limit the 

relations but at the same time there are many opportunities which can be materialized by 

readjusting policies. For effective policies formulation commercial intelligence and trade 

promotion capabilities of diplomatic mission of Pakistan and Nepal should be enhanced. 

 

                                                           
Notes 

i A big number of workers returned from South East Asian Countries. They were forced to return home 

even without completing their contract time. The author visited offices of airlines, interviewed man 
power agent who were in trouble and under crises due to return of people from various countries.  

ii In particular context of Nepal, there has been a sharp appreciation of US dollar due to the international 

financial crisis, which has already increased the government debt service liability for this fiscal year by 
Rs. 1.09 billion. To the present government, this intends to collect more revenue this year. This definitely 

is problem in days to come. Some are of the opinion that since Nepal has an insulated economy; it will 

not see any immediate and significant effect of the crisis. However, the effect of the exchange rate had 
already shown some sign of imbalance in covering the import bill and balance of payment situation. 

There has been some impact on industries using plastic, artificial fibers based on textile and iron, copper, 

steel and aluminum-based industries. There seem to be partial impact on industries like vegetable ghee 
and edible oils industry (Rising Nepal, November 7, 2008, p.4). 

iii A senior government official was interviewed; who requested that his name should remain anonymous. 
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