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ERIrE s 11T S 1 B A A G 2 B | o
FaArad TR Yol @rar g qddr o Ao
ToeRd W% afg 9 S= wWH T ufawa
THT OB GRHAT [aaell dSiiel Avare Iecied
WH AT | F9HT UM AeTHel | St ATaTe
qag TUH BET 1 9 99 966Y @ el
WIS (& ggd ' A [HT T ¥ 966 H
AYAHT G YIqdHT QR @ | " T
AHCHMET TGY dgs TUHT geawwy fageft ool
o FerEme ATfeT S ATl (T | ATHT HRIEE
argeaTvedl faaefl fafrwasr zame afeswe faeeft
fafraa afsafa fids Tuufy acw Jemgar fafaw
I FANAT THIH [T | TR fafiaa aX #ew
@ T T faweft fafwa afs=fa w9 &
TR geawHl fqaefl aRmeledlel qgarsil ATHA
(Speculative attack) X |

defyre  aSHT  gfaerdl  #Ew e ¥
JEATT qgaahl AThAT e AafeTh Goil Aferad
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gar w fgEel T HET UM sEwedd gd

T | IEeAveare qe WUH Agc gl T9EE,
aft AT | W HEHeAR BT QAT

AT ggE AT | Aeudee A3t WO fqua
CE R ol £ 1 M L B | FA S e
JIMeTF U R qRICT I FERAET Y |
AJTAAT JLAATRT AN AT, ATEL &, Pl
gaTeaT RTfaerar ST SR @il ddTa aear|
AT qaEEr 9y dF qar fadmr gwmeE aw
T T TES & 9 966G W Fd FeTEEa
ATF IfgaT THHS AT 99 ITSedUSHT a7
GC9 AT T wWifdE Ffger WomeHE @A I |
g9 9665 AT FUSMRTIR Adq 93 giqerd
T IRATEH  Adad 0.4 FlqeTdd  HUCHE
BT Tl | [T e R AR E
TITHT g HATTRIT e AT | SUS I
HgaHT TLH AT J9HT HETEHIG ¢ 9 90
gfderd W1 d@ AT | Y, IS WH
HATERITT 3T 1 1665 AT 4G IITagH quam |

hIRUT

faciar Jerdee Hifqermaia 9t TeTe®el ST
IS @ el T U g @rar e sud
PR Aeqbedq el fagefl dofier  amyare
Sec®d aedl [T | a9 svare Iud faeef 9Sh
I FAR T OS] d&l Ml Ul B |
fql Hed I==9 ®UAT (asset price bubble) T&HI
foit | fageft wgmm wW fA@ g% qur faxdm
e gi w@eefl HETHT W} S TR 9, S|
PILT currency mismatch & AT 9T | gared
MU 9 difgT @fE qAT g Ftwd BE

TR qETHl  AAFHT W A
FHH AR foF AT Ul foEr | faaeft defie
Soded  ATYATEd  FROT dge  ArggadH Al
TAEEH AMIF Ffg Sooled qSH (AT |

TOE 35 a9 99 9166Y T 966% AT SIS H!
= @Tdl H}TaT AS qiqerd /e gl | g9
9GC% AT HATGATH! AT @rar =rer 0 giqerd
ERETHT 9T | gge @i o g fgHa
TEEHT AR GITLATHT BTRBTA = @Il H=TeT Taahl
far | faeell gl vaTEd FROT A @l
AN LG 1 B e s TR PR L | PR S R
o e BRI | grgearee 99 96t0 2fe uw
FANH SAEREX W AT ATE (ATSATISH HET)
JUERH fafTHg X FEW TR [T | A
hewd fotwel Hifd T aX aeres el weasH
faeell SRl drgedTEaTe USl SfeY A |
oo et fageft fafma wf=fa wed wav
faeft Tt afsafqwr qa 99 gy gemfaa
Sifgaers #Heaaey Tl WA ad fageft 9Sh
FfETHT & ATeAT | TEA & ATeATISH  STHIH
feifea fafraa aT qorell sEeead T=1 1 a9 &l
9% HIE Jool@d ETHT AqHeAT B9 AT | SAad
66T HT 91 AT FAFHedd HUX UH  STHICH
SATIET Y% AEGEq T BTt | wge ety
g W T 9660 W FEaur R0 yiqed T
9 9665 AT Y GIA9ad qaHedH HUH [T |
AT HAHeATTS ASedSHl W HIheHT Oy
giqeTdel MTae el 99T |

" ZuSMRETAT 9% T Sk, AZATIGHT Y5 FCT [aTd FEAT, A0 FIRATAT 99 92T Heve dfhg FAR T 99

W00 T faxild &I g a1 Aol MUH f93T |

YT 9289 AT grgearvgel gl Hor Qo) wd FARET Terw el AT W AFET SU FIT9d AeqehTed

AT 9T | AAABTATT T Fd 90 giqera A7 (qeefl fafaaa afs=fq e faar |
¥ https://en.wikipedia.org/wiki/1997 Asian financial crisis#cite_ref-10
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g If@UA I Ieeedr fRR falvwa &
Tau oty fafra s ggeuty @@ SaReeE
dUH fITT | A WTeR dEgeruly  faEe
TAHT TE FACAT I I 99 gE 9AT |
FeeEare ai fageft oS afedwA g 9,
SO & AT IR W 99 ddHedd g I |
g9 966G W1 SUSMMEATRE HAT 91 gfaeraEs e
FANEAT AUH BRI 8 600 A FH A
AT Ul HET WAGATH AT, S S
90.4 GITeAd FAHeIT HURl [9dT | g9 9665 A
A FAH HIT 99 Ry gfderdafg o1 FiqeraHEHA
AT AR T |

ool MErel 9= dEaweddw Wl faeeft
HUH A g9 gedl  [HAT WH AT
qAAT A9 WUHl A7 | UStrer  AfeddwT e
T AAfhe® v THSTHT TLHT U | T qer
A | SGET SANELH BRI JcqEAHAS &I
IcqrEd HedT T SRS 3 ol |

g2 Ar3TId fageft qsfrerr smyamest fsft srrmm
S FA 3Td A%l dedl AT | g qeew A
A TR FAYATR R0 JIATANTT AT IR
foar | cagwr O fefatoegar vy gfdqeds g
REr | #@r dF fFER 9ge ' g7 a9 a9
1668 FF FEH A1 | UL A15edTUE,
UMl T R &l Jaedl qg&ad
AT W Wt ¥ et Fifemr i s 9
FAHl AT Iooled EIAT FH g Tl T |
qgadty F9l YARH] S=A dlg WU T dgaug
Sodie FHI ATSET ATfdd Figay @iraua o |

faTeEr e
T HIF AT Hod &75 | YoMl ATIATE T Afedad
a8 ga1 fer fafma X #Ew wer afesT |

)

gem O @mar, fer faftmm @ T wae A
AT THUaE FEH T Glbad A AT @l
qEeR! g T WA g | AIAd AeqsHe
CEivEIle B | | I R e ko B B
IAT HET UM qag | Afged fgaeft 4ol svEred
ool HET dfens TS T dRddT 96
TG TS &7 | AeUBIAN Yol e i el
TeETlex 9 g | A9 arfex Siar gsit fedrer
A e faeeft wgr wiferg W fageft 9
afex ST @aell #51 FAGR &g | el Ha
HIHAT Bal AWMAd HIERIG T A& HITH
AU gEd g | q9d, ACTHA AT
facelt 41 sryame fateq star frowe o
s fqeRua g |

g qar fadm deaer fageEre Ooft s
ATA® EIAT FEAAH Hed AQST T FHoA9aTe
TE AT @R Fered T dstiel  sEedT
ARG &g | [9eereTe AUl RHIeTeq  Fel
yared afgad faiqare faweft wor oaww o
aga @1 99 fageft awmh fRal e o
faceft fafrma afs=afqar awa g7 g | @@,
a1 e gdice HeaHT I (asset price bubble)
TATAE Fdh TRl g9 |

S o faci Hearer e T gufEeerg
INEE aAE dAE  Wiew  fod faged |
T ALl AdTd, Usil gATeqar Aqard, Hel T
qigsEdT (maturity) AT Gvq@d HEH T8 g
T TACEH FAEOT  MATEE Ael q1% 9
HTTHT | SRIT-TET UEAT SUTEEdl dgdne
g e @ge faxfir womefier s FUOE 9w
3299 Bank for Internationa Settlement (BIS) o
T R00% AT fFaE T guicderer AT BASEL
IT Accord STl =T, AT AAGH TSl HITH!
alg, HUNAAHT HeATGT T a9 ATLTHAR!
ZEeT [ |
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R FRiEwETE qE WoE! fayaeandt faita w5

9 R000-0G W FHNHMT fadT qgaal
AT AT | AHNHD OISR & & AUH
GREEUCE A 1 R B = B | P00
ISl Jigay HA R00G & JGl FIAATELRE
AR A 9T TIATHEF T 11 F9 00
S W HElE %l TEEA IeqEd & FiAerde
Al A SUST aX Jodded dedl | g R00
G H AFEHEH TIE HYh ST AHCHTR
ST T Afrha® Qo0 giaqeraeer qiver it )
Sh dgc fa@dd TOEEAT AUAl g9 9630
F AMIF TGRSl 1 | fqegerdieo
T oI el I GgE Sl iU
AT freasr I a9 T Qe o |

T 000 9T FMTE G FA HFSIF Al
IEeAT | ARSI HERET  dgdT
TR AT | AEET U E qed  dig ® 9|
G A RO0S & SATSHT I=oAdH favgdl T
folT | ST B SIS AT T I e T
e qur faxir g af e g9 S
TR FANFEES T Srgd quamET qrg fu
TqETE Joofed ATl FATGT UM % 9T | 1Y,
focir deame FEHE THEA FE a¢l AT
UTST e qrava Wl U fopfaAeel giqeqar =5 fomm
T AT fT | a9, ol SRRl 3T &
G AUHT qT TR qLAdT WUH] GeawHl oY
TR et ol YaTe T | QAT AW T
fact faecreears ane i & e 9o
Feed TaT T | q9Yd, TR HATGAH AT A9
N ATA BRd ARl &0 WU FHAGA HUEE
(Sub prime) g THT TR @E T S qdl
foctr "o & feu | g el qer M
e T Wit | fad 9% 99 wewn faEmEre
SOIST dihd 9% @d: WM g AUETHT A

¢ https://fred.stlouisfed.org/series/UNRATE

©)

fer T foam & fefepamee WU | W) ST qe
AfETET SATFT JARTH AT A9E T HeddAT T=AT
AR FHAGT ILeAA U TR @Gl gard
T o |

HHfqdl Hed a@ddl Ugel HMT gy, X
T el TR Ifgwy 9rer 9eH el g | S
T AATF qgd Ieg, THAE AREl FH A8
I APAE A d@T 9I5| AHHMET °i
TE AT | UERITR Hed Jooled ®GHT Gl
ART O 91l 99 ATIGHT ol Jig |
HeTHT ULSTh] Hed bl Hidhl Hhed T | Bl
il aqEr #aaE HAAaR T Heid wUg
I Fered Oiedl | 89 R00% If@ R00¥ HEA
JATEHE HEXd IS (C g5 TIqeTaHaT FH (AT
IS TS el JATe dedl | g1 R00Y
H Arcgale held HUS & deredl | g9 008
Fl TATGH] ARTET Hedd HUE L@ L. gfaerd
Tl T | J9ed FSliel FE d¢T BT
@iE ®H g1 9ol | JROTHEET ULl Hedl
T AT | a9 7 i facf agedr geed
T | BRSAMH Hed Uad Iiddieg 9 R00%
F gecgare faeae W} qfaq (fehes ) vy
T UHF SEAT G I1edl | GRAT HAGA HUA
fewhee T 99 Ul gd Fes TR AT FUNA
g fethee T T | g9 @ IR IBRATETE BR
STl Hed "ad fadi ggedl @g HRo =Alia
AT BT | @Y, faxiE SEAr Wuar FH wEsi
T AfcH FRO USR] Hed  HeA AT
facfr e faed® qmEer weas Wl ahadn |
A EATHT FATET EH [ad aRemeedl
g% qar fa<ig @we® gEr awuE ged I |

STe USR] Hed A A, Al HOl
AU fqHEd FEwr @A T A/ 0 e g8
T WH TR AT AThel 0 farshl T
qAAT ATAT | JAMY, @RE T ATGEEH q9TE
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qET AT | ey, fadiig geIERd yaTe T
WU I Hobd T AAATRl AWE W1 | F¥IA AU
afT TRAdT AATIHT FIRAAT T TG ATEITH]
T, Al TREE | 79 & a¥ g% qar fade
HWEE o g1 T | Ih (A Hgadl A
g 2093 H¥H HY<h ST FAANGM] GOO Hwl
I FFeE g 9T |

M A] g ]/ fed aeaa
fociia weare® W@ RlgEdl FEg W AT
FdT AT | HleRd WO fdar fEdare fawew
oA | @ oo fadii dwmEre we faue wR
STMHT FoAT JaTE Tl 9T | SRS HOATS
TR CaTeodT (qREATT FANCY) T FTHe oo,
T RUS Y B RUSEHT AT fa<iy SRS
f T fU ) ST gdE T SREEdTs
A o @k s A Sweree S
Fannie Mae and Fredie Mac 91 HRT @ | &
focia "earer oft AR Al g4 FWR TR ER
ST FOET AT qLEATTSTAT AN T
o @ @ i e 9 e afeEred
M W a9Ele Aeqddd | U eqgar
S gAUAds I Wed adre ae faceft
ShEEdTs aH U | JuH, fEaaeans, @9 T
STHHAISTEAT 9T Sebeeel & FREVTIAHT SARTTHT
TH T 998 qERiE 3ar fa<iT dweE @
ATqFHT MAUHT U | S gEr facdiE g oae
Ufedd ITef, TPl TAE FHALT: AT fa<iia G
qfT O gredr | TR T SRR s
LIS IR ATST el T TR TS
[l g1 gedlg @l e TXaar d9E |
I | IO AT qIcd SRR T e
Lehman Brother, Bear Stern, Merry Lunch,
Goldman Sach A3 &l3d, Tl @ifHca T&e
Freddie Mac and Fannie Mae T #fe# &AT
FFOA! G FgIHT IX | AT HIA ElRA A,

feesteag, 9HA T SUES  Shgeddd
AT AT 950 9 ATHT 398 9U&T Lehman
Brother @== 9ar 9+ Bear Stern ¥ Merry
Lunch #=a arforsq Ssar mive | o agadr
FOT HYh TS HAANHR I FSRHAT Al
NT@ae o |

g1 T % adr fadm SeTeRd SRS
T & SIREH BT "W We " Tl [9U |
qrqifad Ffee fethecdre a=Asr &M fee
fethed @UH T 99 97 | X dgadl
T ggel frErd faq @wmeE § e
tfeeudly faxiim @agme® @=4 d&ad | a%, I9
USAT &FAH qEl FEQU ST eI S |
ggaHl o1 AU AW gHE  (AIG) gHA
JURTHT U= T Ufg AN R Aidw
HEART faqa=r |

BT

AT i Tge ATSTAT 8% RV (AR
WH =g | Tedl T a9 AT AT ed
fociiar &R geawdl sfg" ST 9afd (Animal
spirit) | T qed AfGREH g7, T T g7
A ag AU TG | 99 Hed FAGET AR g
Jed [T TASg | d% o G °ad dleg, Y a9
o g9 AT " AYEITHT @G FH Tagd T AT
TIEGA | TO 99 H HARGY | A%, TN
HT Hed S@aT ATRS AT TR (Speculative
purpose) @& fa=hiAT J&T yafa % a&i erdl

T°5 | AUTHIPT UL HTARAT UM T=d 947 |
ST, AfUAT | ATHRT F@rE SvA ded

a9 T gfaar a9 seaTgrg €991 ST gaTe
AT T AFEUE  @AE ql SEHdTh  fad
QUHIUAT AN AT | Al A BT, HFT &SR
T AeqFIA HU (AU ETeehreie qgraar facia

* https://fraser.stlouisfed.org/title/economic-brief-6034/explaining-decline-number-banks-since-great-

recession-583934
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SUTHUHAT AN AT | US{l  qAATHT 0T
YMIIT g e [T, 99aE Leveraging W
T | AT US AeE WS WXE gral
THAAT FAT FHIST TATTH! FIOT GFIAHT HeowT
A (R fqSiAT 95 qge fasar s |

TG, e fa<im Iqewor | ulfged @Il
faeptaa Jereed faxim &= Sfed @ fa<da
SUE fasr W 1 g faeim Qe
TEEd T fataeT @ faciia S faser T
FER T Ygfd 296 HEAMT dehl g | gad
7T faii ITHTTHT TP IEIT AT ASAAHT
FETIe Aifew e T R ax Jer i
SUHLHT Fgalsl T Jafdel T&ar ITHL0T Al
SET g Y| T Afed IURIH AR Hed
qrad Flod gg w7 AT ITHLUHI HIAHATE FHY
fo<fr & Sfm g 1 @, gwr Sfea faxi
SUFHT Tl SMEgq Hedlgd 9 qifar qiq
g |

1T, GEAT AT T FHAR G |
T 9660 B FAFAT TARA ATh (=0T T,
Ao IR T FIATUHR] AT T8
IERATATS Rl Il | AT fadid: v
e fowwer ot oA 1 gEe T
IEEd g wER et qua 9w @
Il ATRIGT AT fcaide SEH o | fawer
Debt-equity ratio 3=9 &A1 | FHId T Yol
YN 30 TUIWRRT aE @H T | U 99
oo gearer ua fefawer gedita g T
T U Ud THNH Hedd ATULH]  SEgH
FEWIT T Al HEW AT | TG & FAH]
facer @wafa®l 9 wad dleaT "o UF UdE
el T yafd @A e e gediawr Hed
Yl "dd T | GORA AR Geqeld T AEe
T WA WA YT qTeel SHE (e
HANEE 9 FASAR @A T TG &I A
yueirr fafsia Sifew T a9 WX qEAE orer
qIS AEdRT el qge g W |

O

qi=t, faeaer faxier s=qem ST, Jmae T
FTAT Jooled TATHT AT AHNH Jooled AT
T R G| THHIH IJTHNHAT T=aaal
TIEEH FAdAlE W IYANT THl 90 | 9
fopfaHe®r faeasdl fad  sSEeqadsr T =
@Al o=d g JdTE FHGEMT US{l JaATE WU
T | AT STSe FH 9C 9 qIed o
SUFH IJqAedal T FAHNH TAL (&9 HaTH
A%, UATSl O dgadfg aed fearer amnT
Soored faaeft weT Af==fq FEH e gafae &l
afq faeaer foxim s@eqe @ee AT | Haud
faepreelid T T Y qAT FWEErE gl gei
JATE AHNHAH FTEaT AHEH AGTAAT Foll JaTE
ECEECERIRI IR
g ars

HIh ST AHHMT & AUH 9 2000/ 085
# fofm T i @ge aRurgdt  ofrd
ToreRwT st fawelt wgrer aférware fafsa
ggc U | I dged faHwar dfedr as @,
AR AT Teqad FAW TG T I SAEHATS
W T T O A HE AT @ |
TEATT AfgHaTs Heamolk @Y hige dgarg
ST ARUR T U e wfed gge
Hfudr facfir  gomefier  wROT gHAH SifEw
faTaT 9UHT gTeT g9 daed | qrgr, faxier e
FagTafiddIaTE AT W&l J9ATS qU T
fraeorar T |feed | ATRIET @ThT st
TAEH @gd  [IHT T FARFAT  TRATEE |
qGT, GFIael Hed qd afeved gded | HXSTITeH
S &g | % U9 ST SRl Hedl TdX
FAT AGAl GG ey | AT, AeTHAT G
T ufarad TR &gHe| gl T 6T &
qf IAT qIAdTHl dge UH geg | ATIdRl oal
TS qFararg afel a¥e aarae afebad |
ARl AFTEH] AT qLAAT qTeq T9 &<l
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g g &l A= gEOAel Hed dig &9
> v ~ c c o N
A g | I, qgaHl AHAT T qhed GSiebT

TUH Io9 Fauedd, favgendt gegdfg, fagefi
A H @l AEHT  AEIE AT g AgeEdl

Tfed Wy | GETA ‘FrIel  qreifadd ahT
AATE T 16 ITh dgedl fQUl &aT S B
Tra g dadfvad BASEL [I T8 U{q=ama+
TRT BASEL 111 o graar sl 741 | &,
i &l Ara aFI=adrel &7 UIeT 9T =T
AU AT T fodid =@ T o7 AdqeaH T
afeurd g HEEAT WEeg |

R.3 NEgrdr AYF a5

AT AT G 039 T IR FHE

q& WUH (07 | dT GHETH AT Tgal a9

033 H AGAAT AT TSAIddh qgeAT afeord
WOT SAISETEET B0 PR AREqTadd gl
FRlT | o ol Tregafael 39T 7 gredua
it | sfiergrr fageft fafwwe afs=fa o
AAEIF FLAHd  AATT T AGEET FAsiEd
FETE AU T | faeelt e afeEr e
3= Al algcd ax fagelt wera e #W
gar faaefl #greer |fs=fd == @@ "ad v |
g9 2096 A1 &« fqaefl fafrwa afs=iq o=
HieATl a& qAT FaT AR AN TATT &l
A & 00 AT APYET 3 HiEAl, T 09
AT 9.6 AfedT g% q9r AT AATT gTed g @A
TRl fTe | F1 033 H GRATTHT J&T Fisaid
UF AfeATaaT FHF a& qda7 qa7 A gred
Haq A @A Al | faeel fatvwa afsEiae
AAEHT B AT AR AT 0% AT A
aefoTe WO SR A AEA IO AT |
facell fafwar afs=iqar da RREe v
sfieTgTal ®9AT 9= AR FAHeAT g9 T | ;A
R0 FN WEsRE FEFW figrel AT AT
TAEN Y TAq FqHed WA | Al e aTE

Ueqig At @A AT | 03 H HEIFEHAT
qoaalg Oy Jqeaad AT | 3=d Heddig <
G, e, YTl AATALAE TEIhl AATTH]
FAATIRTH AT FEHL o G | faaef
fafrwer wfs=fqar smuer fraeesr R T a9ers
qa AWEEE a¢ | AUH qgadhl HRIT HA
e Jeuled Ui &9 0% AT 0. gfqerder
HAT AT TSR T, AET el T qeadigant
HIT D] TGl d@q Il | Jiafed gfaeatd
AT 3.8Y IHNH SALH ATIRHT T 039
93 9fqeTd Wl A I 03 AT W gfaerd
et 1

pIRUT

FTE-9C T TSHATHT e TaT fiergra
aifds  dge  faer wuer frr 1 FE A
qfeciafg gl aRe fagell | fqu oo
e qaTaar FW S TRl T | aE
Tar fawell =urdT AT T AW aEET AiaT S
IR qfrea aftfe TaT | fiergrer Jsfire
FA e ITEAR! FTIT d9 096 AT e
9.5 ufaeraas e frr | gefrs o afw
feem &9 2093 3@ TMAR dH AT | aq
2096 AT AT IR HIH HEAHT 1%
HHH AT el T |

JANTE AU SRR AT TG Wl X
faeelt wer sFREWT erard qEEr fadell fafrwa
gisafd wdg WM Aedr | 89 096 HT 3R
HHIHT EIEAAT WUH a¥ [qEh[EUfg Tied ARHA
Udg TUH BT | EHr 9 g9 00 &l
qeATIeN FIAS-96 F1 THAT & AUIG TAIH
AR AT Shd TXAT | I8 qded a3

K https://www.imf.org/en/Publications/CR/Issues/2023/03/20/Sri-Lanka-Request-for-an-Extended-
Arrangement-Under-the-Extended-Fund-Facility-Press-531191
v https://blogs.worldbank.org/endpovertyinsouthasia/sri-lankas-crisis-offers-opportunity-reset-its-development-

model
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TAT | FIS-9C F GSHAT & 9UURG el 0
fayoor smyaTe @eEr HEE PR | dY, wdaern
JHET ST g9 gy a9 039 #H AT
fadaor yoire AiedT wdd WAT| 4T R AT 033
P RFATEF A AT | TALHA Fel I
U qf 99 2033 ¥ FMASH THT TAT Gl
qfeeterl feafaar @9 Tl G| S=d ATIR =raT
T AT GIATHl AT ATIATE qid FHHSRL Teal ATHl
gHasRE ¥ A @ uTamT Wl AT | e,
3T O SRR A T AT @TaT HTeTeH
FHRU IR ffq 9 &R |remT & |
a1 g1 4 fageft fafmm wfsefa #festa
fefae qEreer fomir |

00 FEEH MATHATTHAT TTH TP
HAGTATS  SIAE T AT IL9TA TS
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ARAET AT |7 a9 qglad ol O idqerd
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"M WU 9 e axars amr aRaas s Hi
fer ufedr 99 &NEY HME-96 & gadl
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ferfq a9 @detas T |

faeTeEr e

gferor ofem enfde  faemmr amfe @
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AOAUH O AR AEE qgeare @Rl U
MO &g | dledl, HRd  qdqeaq T Goae
T AYCTE A AMGHT HEAN ALATST AT AT
SATEE FARTATh HUHT FoaTdd TEAGaT | Aa1eTe
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Table 1: Trade Structure of Nepal (Rs. in Million)

Fiscal Trade Growth (%) Share with GDP
Year Exports Imports Deficit Total Trade fivjzers Trade fivjsits Trade Total
Balance Deficit Trade
1975/76 | 1,185.8 1,981.7 -795.9 3,167.5 9.2 14.0 11.4 -4.6 18.2
1980/81 | 1,608.7 4,428.2 -2,819.5 6,036.9 27.2 -21.0 16.2 -10.3 22.1
1990/91 | 7,387.5 23,226.5 -15,839.0 30,614.0 26.7 -20.3 19.3 -13.2 25.4
2000/01 | 55,654.1 115,687.2 -60,033.1 171,341.3 6.6 -2.3 26.2 -13.6 38.8
2010/11 | 64,338.5 | 396,175.5 -331,837.0 | 460,514.0 5.8 -5.8 25.4 -21.2 29.5
2020/21 | 141,124.1 | 1,539,837.1 | -1,398,713.0 | 1,680,961.2 28.7 -27.3 354 -32.1 38.6
2021/22 | 200,031.0 | 1,920,448.4 | -1,720,417.4 | 2,120,479.3 24.7 -23.0 38.9 -34.9 43.0
2022/23 | 157,140.7 | 1,611,731.8 | -1,454,591.1 | 1,768,872.5 | -16.1 -15.5 30.0 -27.0 32.9
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I g q6¥o Ufg WA AUl Ifawg | AufE

FImE Howard Bowen o &9 Q643 HT TaRIeTd
AT q&®  'Social Responsibilities of the
Businessman' #1 Ufgdl Uea ‘GEINT IA&ETIca’
1 ST AR T | G ITATE 'Father
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Y&t A,  dldlid Y]

AT, AAEET T FGHAAATS  [GSU
FIEE @ |

o ‘@il % @AT AT, 00 F=Ed
gifeusr  @rar T 9efiTE OerET S
TqrefieRr faywor seq @A ge qur fade
qeare SFT UST gfaErdr €.9001-
THHE I T |

* ITh FHUATE ET @UR TSHT UA FTATTEH
faeia FRaR gagaa amT T @ |

N QrAe SoReEgcadrs 99
AT I THTEH SIS (HIFd Tabrdd
P AT REEEHITTHHT  SqaeaTEAd
RTET B
o aftem HF U Witeawar faxfm dwm
HCTATCAT FaATGUHT THAATE (i arerear
Tagq T PRATEATIEr  Gicared U9 9o
YS9 FAqH 90 Jiaerd g @9 9 |
o WUEARN FHUH THH UId HMIH &
T fqwra dewr wm diteg 9wg e
FHGAET  FFq L&, FEANE  fed  qdr
TAYE HAATs JIIHEATET T@ g
TgA @™ A |
o JE[ FHUH T AT TIAE HUHI TP
ST QAT YROWTT [qaor sor amiies fa=ia
faaeure crargEerdl feequfisrdiia e |
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FHAIAR, AT IETF FAR, A ATeepT Tes
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TSI areTd
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IIHLNAATR! AT T ATIANIS T(qad qoared
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AT AT U3l Hewdqul T SgeATnae
farr aqer i |

TIETHT 003 AR FUN T Sfhg ST
HugamErerdl ffqTa e FAEaTa T AuH
| SUN &S AR FaE U T e
TAH S 9T faxiior GRATRr EHAT U U AT
ST Afqa EeEHH SRR FAaad
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Fead AU

R =@ UH, 0% T d7F Hel T AT |

AT Faarg e, 09 |

AMHSIT, ST (R050), FITAHT JTHIE IAX
HETIETZRT ATAINSTT TR aT FTAHTHT
YA FTITH, FISHTS! |

AT I T (R050), b qAT FaxiTT ATt aAThT
ST TRURT TehTRT I, FTSHTST |

Corporate Social Responsibility: A Brief History;

https://accp. org

ISO (2010), 'ISO 26000:2010 Guidance on Social
Responsibility, International Organization
for Standardization, Geneva, Switzerland.

Company Act, 2013 of India, Ministry of

Corporate Affairs, Government of India

Mujeeb, Mohammad Saddam (2023), Corporate

Social Responsibility - Legal Provisions and

Judicial Precedents, https://www.linkedin.com

NRB (2021), Corporate Social Responsibility in
Nepalese Banking Industry, Nepal Rastra
Bank, Kathmandu.

What is CSR? 4 Types: https://online.hbs.edu

The Evolution of CSR: httpsW://www.ecolytics.

io/blog/evolution-of-csr
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Nepal in the Changing World Order

= Dr. Gunakar Bhatta”

The Changing Order

One school of thought recently developed
among academia and the diplomatic circle is that
the world order is in a changing direction. The rise
of artificial intelligence, increased digitization,
and threat from climate change are said to drive
the new world order. Two emerging powers in
the north and south of Nepal are showing their
alluring presence in the global landscape with vast
geography, dominant population, and spectacular
growth performance. India, whose economy grew
at an average of 6 percent during 1980-2019, is
leading the growth path of the post-COVID global
economy. However, China, whose economy grew
by almost 10 percent in the last four decades from
1980 to 2019, is likely to heading towards a steady
state growth.

The bipolar world, after World War 11, turned
unipolar along with the end of the Cold War.
However, the seeming development of multipolarity
after the global financial crisis is leading the
world to a new order. The fault lines of the global
financial crisis, along with the aging population
and movement for deglobalization, are pushing
the world into a new order where a number of
players are coming to the forefront. The emergence
of BRICS, increasing influence of oil-producing
Gulf countries, and the waning strength of the Non
Alignment Movement pose uncertainties to the
underdeveloped world.

Adapting to inward-looking policies on one
hand and lobbying for economic and social benefit
of global citizens on the other are the examples of
competing interests of big powers. In today’s World,
as a result of which, reciprocity largely guided
by economic interest remains at the forefront of
bilateral and multilateral parleys. Competing forces

" Executive Director, Nepal Rastra Bank

are trying to influence the developing world on the
basis of ideology, economic strength, and business
potential. This is because abstaining from both
the Belt and Road Initiative and the Millennium
Challenge Corporation is getting challenging for
small developing countries, which traditionally
remained in the ambit of the Non Alignment
Movement. Emerging powers in Asia such as
China and India, which mostly concentrated on
internal development and growth since the 1980s
are becoming key global players. In the aftermath
of the COVID-19, the Russia-Ukraine war and the
war in Gaza have further complicated the world
order. In this context, it is imperative for countries
like Nepal to lobby for garnering additional support
from the international community in bridging the
resource gap and deploying available resources
for higher long run growth and sustainable
development.

Growth Setback and Potential

Nepal could not benefit from the global economic
development in the last three decades. As countries
in the region took advantage of technological
advancement, capital flow and globalization;
Nepal underwent suboptimal performance. Nepal’s
economy and political system have been reeling
under uncertainty since late 1990s with the onset of
violent civil unrest. Such uncertainty has huge cost
on economic performance. Data retrieved from the
World Bank webpage relating to per capita growth
shows that Nepal observed low income growth in
the last three decades compared to other economies
in the region (table). While Pakistan underwent low
income growth, Sri Lanka faced an unprecedented
economic crisis in 2021. The subdued growth
performance of Pakistan among countries in the
region could be due to the frequent change in the
government and political instability.




SIUTeT I D AATAR

The GDP per capita growth data clearly shows
that countries which relied on strong institutions
and promoted policy and polity stability witnessed
higher living standards of their people in terms
of higher individual income. One of the major
yardsticks of change in the life of the ordinary
people is per capita income growth. And in South
Asia Nepal remained laggard after Pakistan. The
economic transformation that China underwent
in the last three decades is clearly reflected in the
highest per capita income growth. Even Nepal
failed to realize the spillover effect of Indian
growth (figure).

Table: Average GDP per capita Growth

Bangladesh | 4.1 2.7 4.0 5.2

China 8.1 8.8 9.7 6.5
India 44 3.7 4.6 4.7
Nepal 3.0 2.4 2.9 34
Pakistan 1.8 1.0 2.2 2.1

Sri Lanka 3.6 4.3 4.0 2.8

Source: World Bank, https://data.worldbank.org/indicator/
NY.GDP.PCAP.CD

While pundits can ponder over a number of
ideas and arguments about the growth performance
of a number of emerging economies around the
world, question arises what attributed to low

growth performance of Nepal. This is an issue
to be discussed widely and comprehensively.
Whether we could utilize human capital or natural
resource in the best interest of the economy in
an ideal manner is a big question. Thousands of
folks leaving country each year in search for work,
better life, and higher education clearly signal that
Nepal will have to bear the brunt of human capital
deficiency in years to come. No systematic and
solid work so far we have done to develop human
capital at home. An important point to note with
respect to human capital is that people who are
educated and trained abroad return to country not
only with knowledge and skill. But they come with
an aptitude of decency, desire for work culture
and adherence to governance. These are the
fundamentals from the perspective of economic
development.

Growth economists have been debating for
long on the drivers of growth. Economists are
divided whether it is factor accumulation or total
factor productivity that shift the potential GDP of
an economy. Nevertheless, laying solid foundation
to retain and attract educated youth force and bring
in additional capital is paramount. East Asian
countries such as Singapore, Taiwan, and South
Korea as well as Nepal’s neighboring countries
China, and India all have put extra efforts in
mobilizing both human and physical capital, which

Figure: Annual GDP Growth in Nepal and India
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has finally paid in the form of higher growth and
lower poverty.

In recent years, growth potential of Nepal is
reflected on two areas. One of the most important
sector that can drive the long run growth of Nepal is
infrastructure financing. Number of infrastructures
from road connectivity to hydropower, agriculture
product production, processing to marketing and
developing well-equipped hospitals to vocational
education institutions is needed in various parts
of the country. Such infrastructures in hilly region
of the country might help to create additional
employment and check unwanted internal
migration.

Allocating  resources for infrastructure
development and executing the development
process at a faster pace can support the higher
growth aspiration of people. The impact of
infrastructure financing on economic growth can
be observed in a short period of time. This is evident
from the experience of 2017/18 and 2018/19
when economic growth recorded 7.6 percent and
6.7 percent respectively. The underlying source
of higher growth in those years could be huge
investment in post earthquake reconstruction, flow
of financial resources to the local level, expansion
of bank branches to the nook and corner of the
country, and more importantly construction of
airports in Pokhara and Lumbini along with the
execution Upper Tamaksohi hydro project. These
instances recommend the fact that Nepal needs
to prioritize infrastructure development to boost
growth.

When infrastructure development is accelerated,
it has multiplier effect in resource mobilization.
Infrastructure financing helps to develop new
market centers, encourages people living near the
project development site to engage in productive
activities such as agro products, cattle farming
and animal husbandry, limits outmigration and
promotes civic awareness. Deployment of local
people in the project development encourages
private domestic consumption as well. Increase

in both investment and consumption expand
economic activities. Thus, it is important to
convince international community that Nepal needs
huge investment in infrastructure development
and the growth potential can be realized through
financing big projects.

Policy makers, politicians and the private
sector agents have to build a common consensus
that the need of the hour for Nepal is to promote
development activities, which help to increase
economic growth. And, as a result of which,
poverty reduction, lowering income inequality and
promoting inclusive growth are possible. Equally
important to note is that with a low growth base,
the impact of negative shock in the economy
is pronounced at a higher rate on individuals.
This is learnt from the experience of economic
contraction during the COVID year, 2019/20 when
economy contracted by 2.4 percent. Moreover,
its fallout on per capita growth was noticed
with a 4 percent contraction. This warrants that
economic contractions have large adverse effects
on individuals and thus needs to be cautious while
designing macroeconomic policies. Sometimes
policies are designed to avert cyclical fluctuations
temporarily without delving into details of their
consequences. However, such patch up decisions
might have far reaching effect on ordinary citizens.

In addition to infrastructure financing, growth
fortunes of Nepal can be unveiled with hydropower,
tourism and Information technology development.
As the world is embracing for renewal energy,
Nepal has the potential to promote hydropower and
wind energy. The energy export and substitution
of petroleum imports could pave the way for
sustainable growth. In 2022/23, Nepal earned Rs.
10.4 billion by exporting hydroelectricity and in
the eight months of 2023/24, such export stands
at Rs. 12.4 billion. Similarly, the increasing use of
electrical vehicles will help to reduce petroleum
imports. However, development of big power
projects is not possible only with internal resources
and thus Nepal needs to lobby for concessional
foreign financing. Further, an emerging area
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that Nepal can reap the benefit is of information
technology service. The export potential of IT
service is around 515 million USD on annual basis
as revealed by a study carried out by the Institute
for Integrated Development Studies. Retaining
tech-savvy generations or attracting those who are
abroad can further broaden the export potential of
IT services.

Tourism sector is another area that can support
to unfold the growth potential of Nepal, with
relatively less efforts. The abundance of natural
resources, bio-diversity, and varied topography
helps Nepal to advance tourist inflow at a
faster pace. This is also evident from more than
one million tourists visiting Nepal in 2023.
Without much effort, inflow of tourists in such
a number almost catching up the pre-pandemic
level reinforces the fact that Nepal can realize
maximum benefit from the tourism sector. Since
tourism engages entrepreneurs of different layers
and levels and even ordinary people are mobilized
resulting in from the backward as well as forward
linkages, tourism can be instrumental in lowering
poverty and building inclusive society. Tourism
is among few areas that can help to increase
economic activities in the hill region of Nepal,
which is experiencing domestic outmigration at a
faster pace. In the context of federal administrative
structure, local levels and provincial governments
have to play akey role in promoting tourism through
the development of necessary infrastructure on the
basis of sound policies and programs.

Promoting Economic Diplomacy

Given the laggard growth performance
and untapped potential, Nepal needs assertive
policies and visionary leadership to channelize
resources in accelerating growth. In the face
of changing world order, promoting economic
diplomacy to mobilize external resources carries
major significance. These days, the developed
world is leaning towards commercial lending.
At a time when developing countries are in the
need of resources for infrastructure financing,
development partners are vying to pour resources

for small-scale upskilling and training. UNCTAD’s
World Investment Report 2023 highlights the fact
that developing countries face a widening resource
gap in attaining the SDGs. While the resource gap
was 2.5 trillion USD per year in 2015 when the
SDGs were adopted, such gap stands at 4 trillion
USD in 2023. A decrease in global FDI by 12 % in
2022 reinforces the fact that resource mobilization
is challenging for the developing world in the face
of evolving shocks, uncertainties, and geopolitical
tensions. Nepal itself is lagging behind in the
mobilization of foreign grants, which remains
below 1 percent of GDP in the last 5 years.
Historically, grants received by the Government
of Nepal were above 1 percent of GDP. Also FDI
inflow to Nepal is well below 1 percent of GDP.

The developing world has to expedite the
emerging avenues for resource mobilization.
With the growing emphasis of the Conference
of Parties on climate change, environmental
diplomacy is gaining prominence on the world
stage. Countries such as Nepal, which are bearing
the brunt of carbon emissions, need to be vocal in
attracting a fair share of climate finance. Artificial
intelligence, which is considered a major driver
of economic growth in the next decade, should be
integrated into the human resource development
plan. In this regard, Nepal needs to work seriously
on bringing tech-savvy millennials back home.
Instead of complaining that Nepal is losing money
due to the exodus of Gen Z for higher education,
the focus should be on attracting those who have
studied abroad so that the country can benefit from
the wealth of knowledge and experiences those
individuals bring.

The world order might change with the arrival
of new challenges and innovations. The emergence
of countries such as India, China, Indonesia, and
Turkey in the global economy remains instrumental
in driving the world order. The slowdown in global
growth, persistent uncertainty in inflation and
global financial conditions, aging population and
increasing geo-political tensions are bound to drive
the global political, economic, and diplomatic
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order. In this context, the priority for Nepal should
be to harness internal human and natural resources
to usher the growth path and engage with bilateral
and multilateral donors to bring in additional
capital for sustainable economic development.

As Nepal’s share in global trade is minimal
and South Asia’s trade is largely with the United
States, Nepal should work for trade diversification.
Moreover, Nepal’s competitive edge lies in
developing the tourism sector. Given geographic
diversity and lying between two giant neighbors

whose population is around 3 billion, Nepal can
invite millions of tourists from India and China
alone. The agreement on electricity trade with
India is also an encouraging development. Nepal’s
unique biodiversity offers an advantage to develop
Education Cities like those developed by Abu
Dhabi and Qatar. Thus, Nepal should focus on
bringing in both human and financial capital for
which managing conflicting interests of various
factions at home and pursuing smart economic
policies along with economic diplomacy are sine-
qua-non.

+++
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Measuring the Potential Impact of LDC
Graduation and Crafting Effective
Strategies for Smooth Transition

= Toya Gyawali, PhD"

Abstract

This article presents the possible impact of LDC graduation and suggests strategies for a smooth transition
as Nepal plans to graduate from LDC status in November 2026. The strategy predominantly focuses on
sustaining economic growth, human capital, and past achievements while preparing for a flourishing future.
The suggested strategies include facilitating a smooth transition, ensuring a quality graduation pathway,
and ensuring sustainability beyond 2026. The United Nations Department of Economic and Social Affairs
(UNDESA) criteria for LDC status comprise GNI per capita, Human Asset Index (HAI), and Economic and
Environmental Vulnerability Index (EVI). Nepal meets the HAI and EVI criteria, GNI per capita remains
an enormous challenge.

The implications of Least Developed Country (LDC) graduation extend across various dimensions,
notably affecting international trade, foreign aid, and associated support mechanisms. Within the realm of
international trade, potential challenges may arise due to heightened tariffs, more stringent rules of origin,
and the forfeiture of special and differential treatment previously accorded to LDCs. This shift necessitates a
strategic approach to mitigate adverse consequences. In the context of foreign aid, the impact of graduation
becomes evident in the potential escalation of borrowing costs, influencing the financial dynamics of loans.

To navigate this transition smoothly, it is imperative to adopt a multifaceted strategy that underscores
key pillars such as macroeconomic and financial sustainability, trade and investment facilitation, economic
transformation, capacity building, climate change resilience, disaster risk management, and social inclusion.
Implementation of such a comprehensive strategy not only serves to attenuate the negative repercussions
but also ensures the preservation of the developmental gains that Nepal has attained thus far. A judiciously
executed plan contributes to elevating Nepal's creditworthiness post-graduation, positioning the nation
as a stable and appealing hub for international investment. This, in turn, fosters global trust in Nepal's
economic potential and underscores its commitment to sustainable development on a broader scale.

Background

The category of Least Developed Countries
(LDCs) emerged in 1971, established by the UN
General Assembly to garner special international
support for the most vulnerable members of the
United Nations. The urgency to identify the least
developed among the developing countries was
acknowledgedto facilitate the early implementation

* Secretary, Government of Nepal

of special measures in their favor. This category
aimed to address the development gap through
specific International Support Measures (ISMs).
Initially, 25 countries, including Nepal, were
identified as LDCs.

Since the 1980s, the UN has outlined decennial
programs of action to fix the priorities and
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implement the work plan. The Doha Programme
of Action for the Least Developed Countries for
the Decade 2022-2031 (DPoA), the fifth in the
series, emphasizes greater action, extraordinary
measures, and international cooperation. It aligns
with the concept of human security, ensuring
that no country is left behind, and supports the
graduation process of LDCs.

Nepal’s graduation decision from the category
of Least Developed Countries (LDCs) marks a
significant milestone in its development track. As
of 2023, only seven countries have successfully
graduated. The UN assesses LDC status using
three criteria: Gross National Income (GNI) per
capita, Human Assets Index (HAI), and Economic
and Environmental Vulnerability Index (EVI).
Countries must meet two of these criteria at two
consecutive triennial reviews of the Committee
for Development Policy (CDP) to be considered
for graduation. Nepal exceeded the thresholds
for HAI and EVI for multiple triennial reviews.
The impact of this graduation on Nepal's political
economy is anticipated to be positive, potentially
attracting more foreign investment and fostering
economic diversification.

Transitioning out of the LDC category is a
complex process with significant implications.
Countries may face challenges as they lose LDC-
specific benefits and favorable arrangements,
the impact of which depends on how effectively
these benefits were utilized before graduation. The
Doha Program of Action recommends graduating
countries to develop Smooth Transition Strategies
(STS) to minimize disruptions in sustainable
development trajectories. Development partners
are urged to strengthen support for graduation and
smooth transition, acknowledging the importance
of these strategies in ensuring a seamless shift
for graduating and recently graduated countries.
The preparation of the LDC Graduation Smooth
Transition Strategy (STS) is crucial for guiding
Nepal through a seamless, quality, and sustainable
graduation process, aligning with its long-term
development goals.

Nepal's Current Status for Graduation

Nepal's journey towards achieving rapid socio-
economic development spans more than six
decades, marked by comprehensive periodic plans
and fundamental policy reforms. As a member
state of the United Nations falling within the Least
Developed Country (LDC) category, Nepal has
consistently endeavored to graduate from this
status, aligning with global efforts.

The process of Least Developed Country
(LDC) graduation involves meeting specific
criteria in income, human assets, and economic
and environmental vulnerability. The income
criterion is based on a three-year average, requiring
inclusion at a threshold of $1,035 and graduation
at $1,230. Human assets are assessed using the
Human Assets Index, considering indicators such
as nutrition, health (child and maternal mortality
rates, school enrollment), and literacy. The
Economic and Environmental Vulnerability Index
considers natural shocks, trade-related shocks,
physical and economic exposure, as well as size
and location. The 15th Plan, spanning from 2019
to 2024, emphasizes income elevation, human
capital development, and economic risk reduction
to transition Nepal from an LDC to a developing
country by 2022, aligned with Sustainable
Development Goals (SDGs) for achieving middle-
income status.

Nepal's progress towards LDC graduation
gained momentum during the triennial review
in 2021, where it received a recommendation
for graduation from the UN Committee for
Development Policy (CDP). The upcoming 16th
planrecognizes the significance of LDC graduation
and addresses it as a separate and dedicated theme.
This underscores the country's commitment
to navigating the complexities of income
enhancement, human capital development, and
vulnerability reduction, aligning with the broader
global agenda for sustainable development.

The post-1990 era, following the restoration of
democracy, witnessed a shift towards development
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priorities in Nepal. Plans from the Eighth to
the Tenth, and subsequent Twelfth Plan (2010-
13), aimed at poverty alleviation, raising living
standards, and sustainable development. The
vision of graduating from an LDC to a developing
country was articulated as per the Declaration of
IPoA (2011). This commitment was reflected in
subsequent national development plans.

Despite continued development efforts, Nepal
faced challenges meeting the Gross National
Income (GNI) per capita criterion for LDC
graduation. However, in consecutive triennial
reviews (2015, 2018, and 2021), the Human Assets
Index (HAI) and the Economic and Environmental
Vulnerability Index (EVI) exceeded thresholds.
The government's request for deferral in 2018,
considering the post-earthquake recovery and low
GNI per capita, was endorsed by the Committee
for Development Policy (CDP).

In the 2021 triennial review, Nepal's GNI
per capita remained below the threshold at
$1027, but improvements in HAI (74.9) and
EVI (24.7) qualified the country for graduation.
The UN General Assembly, based on CDP
recommendations, approved Nepal's graduation
with an extended preparatory period of five years
due to COVID-19 impacts.

Nepal's graduation, scheduled for November
24, 2026, without meeting the income criterion,
is unprecedented. During the transition period,
the country retains LDC benefits. Developing a
Smooth Transition Strategy (STS) is imperative
for Nepal to explore new opportunities, offset the
potential loss of support measures, and ensure net
gains for transformation.

The macroeconomic situation, influenced by
the 2015 earthquake and the COVID-19 pandemic,
highlights challenges and recovery efforts. GDP
growth averaged 7.8% from 2016-2019, but the
pandemic caused a 2.4% contraction in 2019/20.
Subsequent recovery in 2020/21 and 2021/22,
coupled with anticipated 6% GDP growth in

2023/24, reflects resilience. However, challenges
persist, especially in sectors like manufacturing
and exports.

The socio-economic impact of the COVID-19
pandemic in Nepal has severe and long-term
consequences. Negative growth in various sectors,
job losses, wage cuts, over-dependence on
remittance, inadequate exports, speeding imports,
disrupted education, and health inequalities
intensified  the  challenges. Government
initiatives, relief packages, and support programs
aimed to mitigate these negative impacts,
focusing on health, employment, and overall
economic revival.

Urgency underscores the need for meticulous
planning, ensuring a seamless and irreversible
transition from Least Developed Country (LDC)
status. This imperative plan should meticulously
identify policies and actions, strategically
mitigating anticipated impacts and establishing
a robust monitoring mechanism for ongoing
progress. Beyond 2026, it becomes crucial to set
policy directions that prioritize sustainability.
The overarching framework guiding this plan
should align with the vision of a "Prosperous,
Peaceful, and Just Nepal," providing a compass
for navigating the intricate challenges associated
with LDC graduation.

Major UN Conferences on LDCs and Priority
Areas

United Nations Conference on LDCs, Paris
1981

The 1981 UN Conference on LDCs in Paris
focused on addressing the multifaceted challenges
faced by least-developed countries. Priority areas
included food and agriculture, human resources,
social development, manufacturing industry,
physical and institutional infrastructure, and
environmental sustainability. The conference
emphasized transformational investments,
particularly for landlocked and least-developed
countries, while also highlighting the importance
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of foreign trade and disaster assistance for LDCs.
The comprehensive approach aimed to lay the
groundwork for sustainable development and
economic growth.

United Nations Conference on LDCs, Paris
1990

In 1990, the UN Conference on LDCs in Paris
aimed to formulate macroeconomic policies,
develop human resources, reverse environmental
degradation trends, promote integrated rural
development, and encourage the growth of a
diversified productive sector. The conference
underscored the importance of addressing
economic, social, and environmental dimensions
to create a holistic framework for sustainable
development in least-developed countries.

United Nations Conference on LDCs, Brussels
2001

The 2001 UN Conference on LDCs in
Brussels adopted a people-centered policy
framework, emphasizing good governance at
national and international levels. Priority areas
included building human and institutional
capacities, fostering productive capacities for
globalization, enhancing the role of trade in
development, reducing vulnerability, protecting
the environment, and mobilizing financial
resources. The conference highlighted the need for
comprehensive strategies to empower LDCs in the
global arena.

United Nations Conference on the LDCs,
Istanbul 2011

The 2011 UN Conference on LDCs in Istanbul
outlined priority areas such as productive capacity,
agriculture, food security, rural development, trade,
commodities, human and social development,
and addressing multiple crises and emerging
challenges. Emphasis was placed on mobilizing
financial resources for development, ensuring
good governance at all levels, and fostering the
sustainable development of least-developed
countries in the face of various economic,
environmental, and social challenges.

UN Conference on LDCs, Doha 2023

The UN Conference on LDCs in Doha, held in
2023, intended to address critical priority areas.
These include investing in people, leveraging
science, technology, and innovation, supporting
structural transformation, enhancing international
trade and regional integration, addressing climate
change and environmental degradation, recovering
from the COVID-19 pandemic, and building
resilience against future shocks. The conference
aims to mobilize international solidarity, forge
global partnerships, and utilize innovative tools
to propel least-developed countries towards
sustainable graduation.

Possible Impacts of LDC Graduation

The potential impacts of Least Developed
Country (LDC) graduation are multifaceted,
encompassing economic, trade, and developmental
dimensions. On the economic front, the loss of
preferential treatment and concessional financing
may escalate borrowing costs, impacting fiscal
stability. In the realm of international trade, raised
tariffs, complex rules of origin, and the absence
of special and differential treatment could hinder
export competitiveness. Developmental strides
may face setbacks as well, with reduced access
to foreign aid, affecting sectors heavily reliant on
Official Development Assistance. Strategically
navigating these challenges is imperative, requiring
comprehensive policies to sustain economic
growth, mitigate employment disruptions, and
secure continued support on the global stage.

Impacts on International Trade

Understanding the nuanced impact of Least
Developed Country (LDC) graduation on crucial
sectors is paramount for effective strategizing.
Focusing on external sectors, such as International
Trade, Development Cooperation and Financing,
and General Support, provides a comprehensive
perspective. In the case of Nepal, where trade is
heavily concentrated, with over 80% involving
India and China, the stakes are high. LDC
privileges, including preferential market access
and trade-related support measures, will be lost
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post-graduation, necessitating astute mitigation
strategies.

Concrete facts emphasize the challenge, as
projections by the International Trade Centre (ITC)
and other global organizations highlight potential
export losses following graduation. The impending
complexities involve navigating intricate rules of
origin and the absence of Special and Differential
Treatment (S&DT) measures. Mitigating these
challenges demands a logical approach, including
pursuing Generalized System of Preferences Plus
(GSP+) status with the European Union, meticulous
review, and initiation of bilateral agreements with
major trading partners, exploration of untapped
export potential, and proactive promotion of major
exportable products in major export destinations.

To summarize, the government and private
sector should prioritize diversifying export
products and markets, reducing trade barriers, and
enhancing trade facilitation measures. Engaging
in regional and international trade agreements
can provide Nepal with greater market access and
stimulate economic growth. Additionally, investing
in trade-related infrastructure, such as transport
and logistics, will improve competitiveness
and efficiency in the global market. Fostering a
business-friendly environment and supporting
small and medium enterprises (SMEs) to integrate
into the global value chains should also be central
to the trade strategy.

Impact on Development Cooperation and
Financing

The ramifications of Least Developed Country
(LDC) graduation extend significantly to foreign
aid, notably impacting Official Development
Assistance (ODA). In the case of Nepal, ODA plays
a pivotal role, constituting approximately 15% of
the national budget expenditure. The heightened
borrowing costs post-graduation, attributed to
the reduction in concessional finance sources,
pose a formidable challenge. This underscores
the urgency for a strategic policy framework
that not only addresses the financial implications

but also sustains the momentum of development
cooperation.

Concrete facts accentuate the critical role
of specific funds and support mechanisms that
LDCs typically benefit from. Graduation entails
the loss of these invaluable resources, adding
complexity to Nepal's development landscape.
As a logical response, Nepal must actively
engage in negotiating access to concessional
loans, exploring alternative funding sources, and
participating in targeted programs designed to
counteract the adverse effects of development
cooperation. Navigating the intricate terrain of
post-graduation challenges requires a nuanced
approach. Crafting and implementing policies that
foster resilience and adaptability in the face of
reduced concessional support will be pivotal for
Nepal's sustained development trajectory.

To summarize, as Nepal pursues graduation
from LDC status, it is crucial to reevaluate its
reliance on foreign aid. We should strategically
shift towards fostering partnerships for sustainable
development rather than dependency on aid.
This involves aligning foreign aid with national
development priorities, attracting foreign direct
investment (FDI), and encouraging public-private
partnerships. Aligning foreign aid with long-
term development goals will contribute to a more
sustainable and self-reliant economy.

Effects on General Support

The repercussions of Least Developed Country
(LDC) graduation extend to contributions to UN
system budgets, with a potential marginal increase
in capped contributions. However, the overall
burden on Nepal is not deemed to be significantly
onerous. One notable impact comes in the form
of diminished funding support for international
meetings and participation, particularly affecting
travel support.

To navigate these challenges effectively, Nepal
must articulate its interests and seek support in
international meetings. Addressing the potential
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reduction in scholarship opportunities becomes
crucial to ensuring continued access to educational
resources. By strategically engaging with the
international community and advocating for its
specific needs, Nepal can mitigate the adverse
effects on general support and maintain its active
participation in global forums. This underscores
the importance of proactive diplomacy and
strategic communication in safeguarding crucial
support mechanisms.

Economic Growth Implications

The potential dampening effect on economic
growth following the loss of international support
measures is a nuanced challenge. While there may
be adverse effects on certain sectors, such as trade,
the overall impact on growth is projected to be
manageable. Considering Nepal's relatively small
overseas trade volume, mitigating measures, and
the assumption of continued export growth, the
overarching effect on the economy is expected to
be within manageable bounds.

A key pillar for Nepal's graduation strategy
should involve robust investment in infrastructure
development and capacity building. This
encompasses upgrading transportation networks,
energy production, and telecommunication
systems. Strengthening educational and vocational
training institutions is equally vital to equip
the workforce with the skills demanded by a
diversified and evolving economy. Infrastructure
improvements not only enhance productivity but
also attract investments. A focus on sustainable
and resilient infrastructure will contribute to long-
term economic stability, mitigating the impact of
external shocks on Nepal's development trajectory.

Employment, Poverty, and Inequality Dynamics

Certain  industries, including Pashmina,
garment, and carpet sectors, could witness
job losses due to preference erosion, affecting
employment dynamics. The anticipated reduction
in exports might lead to approximately 0.161%
of total employment. However, under baseline
scenarios, the adverse effects on these socio-

economic indicators may not be severe, with the
compensatory potential of GDP growth helping to
alleviate potential concerns.

To address these challenges, strategic
mitigation measures are imperative. While job
losses may be concentrated in specific industries,
implementing policies to sustain overall economic
growth becomes crucial. The nuanced interplay
between export dynamics, employment, and
socio-economic indicators necessitates targeted
efforts to balance and mitigate potential negative
outcomes.

As Nepal works towards graduating from LDC
status, a dedicated focus on employment and
income generation is imperative. The government
should implement targeted strategies to create
job opportunities, particularly for the youth,
through sectors like tourism, agriculture, and
manufacturing. Investing in skill development
programs and vocational training will enhance the
employability of the workforce. Social protection
measures, including affordable healthcare and
a robust social security system, will contribute
to improving overall living standards. Ensuring
equitable access to economic opportunities will
be pivotal in addressing income disparities and
fostering a sustainable and inclusive economic
environment.

Enquiry of Major Impact and Strategy

The context and content of this article and to
accelerate the graduation of Least Developed
Countries (LDCs) and ensure sustainable
development, a multifaceted strategy is essential.
First, there is a need to urge countries such as
India, China, and the USA to provide Duty-Free
Quota-Free (DFQF) and improved market access,
extending preferential treatment to graduating
LDCs. This initiative aims to boost exports
and enhance economic growth, creating a more
conducive environment for these countries to
successfully transition to a higher economic status.
Simultaneously, designing a debt relief initiative is
crucial for the sustainable graduation of LDCs. By
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alleviating the burden of debt, these nations can
channel resources towards critical development
projects and investments in human capital. To
prevent a relapse into economic hardship, the
establishment of a graduation support fund is
imperative. This fund would act as a safety net,
providing financial assistance and support to
prevent a reverse in progress after graduation.

Furthermore, embedding concerns related
to graduating LDCs in the Multilateral Trading
System through MC 13 in Abu Dhabi is essential.
This involves securing preferences for non-LDC
developing countries for 6 to 9 years, focusing
on DFQF and better market access. Additionally,
creating a "Graduated LDC Group" within the
World Trade Organization (WTO) can address
specific needs and challenges faced by these
nations during their transition. Leveraging the
Aid for Trade (AfT) and technology-related funds,
such as the AfT/EIF and Technology Bank, for
an additional 5 years will support technological
advancements and capacity building.

Negotiating better market access, utilizing
existing trade agreements, and transitioning
from market-driven competitiveness to skills
and productivity-driven competitiveness will be
crucial for the successful graduation of LDCs. The
implementation of the 16th Plan, aligned with the
Sustainable Development Goals (SDGs), should
focus on human capital development, employment
generation, and productivity improvements.
Monitoring progress through mechanisms such as
Prime Ministerial and Vice-Chancellorial levels,
aligning production with Regional Value Chains
(RVC) and Global Value Chains (GVC), and
exploring the use of climate funds, intellectual
property rights, subsidies, and trade facilitation
agreements will contribute to the sustained
development of graduated LDCs. Encouraging
private sector investment, attracting more Foreign
Direct Investment (FDI), and undertaking capacity
building initiatives will play a vital role in fostering
economic growth and stability post-graduation.

Conclusion

After graduating from the Least Developed
Country (LDC)status, Nepalmarksasignificantstep
forward in its development journey, contributing
significantly to sustainable development. The
newfound creditworthiness enhances the country's
appeal for domestic investment, fostering trust
within the international community. This positions
Nepal as a safe and stable destination for business
expansion and foreign direct investment. The
private sector gains access to international
financial markets, unlocking opportunities for
concessional interest rate investment loans and
promoting production potential.

The advantages of LDC graduation include an
improved international image, increased attention
from the global community, and better access to
commercial finance. Acknowledging that these
improvements are not automatic, Nepal actively
addresses current financial challenges arising
from global disruptions. The country aims to
navigate a safe pathway, sustaining its progress
beyond 2026. This situation provides a strategic
opportunity for Nepal's federal, provincial, and
local governments, along with development
partners and stakeholders, to address pressing
issues such as limited fiscal space, environmental
degradation, inequalities, youth outmigration, and
learning losses. Taking decisive actions becomes
crucial to managing these challenges, aligning
with the long-term national development agenda,
and leveraging partnerships for targeted technical
and financial assistance. The graduation process
becomes a catalyst for enhanced coordination
among development partners and the exploration
of new trade and economic collaborations,
propelling Nepal up the development ladder.
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