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➢ Countries suffering from underdevelopment trap including poverty trap and 
interlinked excessive commodity dependence were categorized as LDCs in the 
early 1970s which were particularly encompassing through 

➢ Low levels of economic and human development,

➢ Limited economic and export diversification, and   

➢ Very high internal as well as external vulnerabilities. 

➢ Grounded on these, low  or lack of productive capacity,  structural rigidities and 
very weak internal and external production and trade linkages were identified as 
major constraints. 

➢ Comprehensive New Program of Actions initiated in the late 1970s  and 
launched  from the 1980s are focused on overcoming such impediments and 
facilitating rapid transformation of such economies.

➢ Inter alia, the special international support measures have been the integral 
part of such programs.   

➢ The current Istanbul Program of Action  (2011-2020) aims to graduate half of 
the LDCs by 2020 through implementation of the program more successively.

➢ Noticeably, the graduation  criteria evolved are grounded and linked to the 
common unique features of these economies. 



GNI per capita US $

Human 

Assets Index 

(HAI)

Health ➢ Percentage of population undernourished

➢ Under-five mortality rate

Education ➢ Gross secondary enrolment ratio

➢ Adult literacy rate 

Economic 

Vulnerability 

Index (EVI)

Exposure 

➢ Population

➢ Remoteness

➢ Merchandise export concentration

➢ Share of agriculture, forestry and fisheries in GDP

➢ Share of population in low-elevated coastal zones

Shock
➢ Victim of natural disasters

➢ Instability of agricultural production

➢ Instability of exports of goods &services



 The graduation marks a threshold in which a least 
developed country moves to a new level of development by 
overcoming from the low development trap, various forms 
of vicious circles and vulnerabilities through exclusive 
focus on three interlinked dimensions. 

 Unlike conventional thinking or approach, the graduation, 
thus, clearly indicates on the  need of a big paradigm shift 
beyond stabilization centric and business as usual 
practices.
➢ Inter alia, it is not merely a preparation for fulfilling the criteria at 

a particular set time but a process of transforming an economy 
through a big strategic shift in the development discourse. 
➢ It is therefore considered as a milestone of human development  and 

SDGs accomplishment.  

➢ In this way, graduation has bigger significance in Nepal’s 
context as today Nepal’s overriding focus has been on 
development and prosperity in a leapfrog way. 



Timeline LDC graduation procedure 

Year 0

2015

➢ First triennial review: CPD found Nepal eligible for graduation from the LDC

category

Year 0-3

(2015-2018)

➢ Vulnerability profile (UNCTAD) and ex-ante impact assessment (UN DESA)

created

➢ GoN (NPC) provided comments on this

Year 3

2018

➢ Second triennial review: CDP recommends graduation, UN ECOSOC endorses, UN

GA takes note

➢ Nepal was found eligible second time but not recommended for graduation by

CDP as per Nepal’s request

Year 6

2021

➢ CDP to recommend graduation, UN ECOSOC likely to endorse and UN GA to take 

note of CDP recommendations.

➢ The UN-DESA to confirm Nepal’s eligibility for graduation

Between

subsequent two

CDP reviews

(2021-2024)

➢ Nepal prepares a smooth transition strategy (supported by UN system and in

cooperation with development and trading partners)
➢ Nepal to set up a consultative mechanism and prepare a transition strategy

Year 6

2024

➢ Graduation becomes effective and Nepal graduates out of the LDC category

Following

graduation

(2024- 2027)

➢ Nepal to implement and monitor the transition strategy and to report to ECOSOC

annually for the first three years and the two subsequent triennial reviews.

➢ CDP to monitor Nepal’s socio-economic progress.



Graduation Criteria 2015 triennial review 2018 triennial review

Thresholds Nepal’s 
Status

Thresholds Nepal’s 
Status

GNI per capita USD 1242 $659 USD 1230 $745

Human Assets Index 
(HAI) 

66 or above
68.7

66 or above
71.2

Economic Vulnerability 
Index (EVI) 

32 or below
28.4

32 or below
28.4

Sources: 2015, 2018 triennial review

Two possibilities to become eligible for graduation
➢ Meet two out of three thresholds for graduation at two consecutive triennial reviews
➢ Income-only criterion: GNI per capita is at least twice ($2460 or above ) the graduation 

threshold in two consecutive triennial reviews



Year Life expect at birth  Exp years of Schooling Mean years of Schooling   GNI per capita      HDI value 
(2011 PPP$) 

1990            54.3            7.5                    2.0                         1,168               0.378

2000           62.4            9.0                    2.4                         1,526               0.446

2010           67.9           12.0                   3.3                         2,001               0.529

2015           69.9           12.2                   4.7                         2,353               0.566

2016            70.3           12.2                   4.9                         2,334               0.569

2017            70.6           12.2                   4.9                         2,471               0.574

Source:  UNDP (HDRs)

➢ Nepal ranked 148th in HDI in 2017 out of 189 countries , above LDC average of 0.524 
(below medium average of 0.645). 

➢ There is steady fall in poverty 
➢ Consumption poverty is around 18.7% ,and 
➢ MPI is around 28.6%.

➢ A significant improvement in growth performance has taken place in recent years  with 
last three FY’s average growth rate at 7.3 %  at producer prices and at 7.0%.at basic 
prices.
➢ A  rapid structural shift has also taken place in the economy with services sector's contribution reaching 

almost 58 %. 

➢ Thus, major fundamentals of the Nepalese economy are in the positive direction, 
prerequisites for  sustainable graduation. 



➢ GNI per capita in $ 
➢ In 2018, CPD estimated at US  $ 745   (Atlas criteria, significantly below the 

graduation threshold of US $ 1230). 

➢ Human assets
➢ Problems in access, quality and affordability

➢ Economic Vulnerabilities  
➢ Agriculture main source of people's livelihood predominated by subsistence 

farming and affected by weather to a greater extent 
➢ Low and decelerating share of manufacturing sector in last many years
➢ Expanded services sector dominated by informal but low productivity sub-

sectors and activities.
➢ Still more than 85 % labor force in informal labor market predominated by 

unskilled workers added by gender discriminations in wages, among others 
➢ Phenomenal rise in trade deficit and overdependence on remittances inflows 

indicating productive capacity  and positive structural transformation still a 
big problem 

➢ Landlocked position  
➢ Natural disasters, ecology and environment related vulnerabilities
➢ High income and wealth inequality



➢Added risk: likely erosion in international support 
measures 

➢ Trade preferences 

➢Development finance

➢ LDC specific support measures

➢Above risks including likely erosion in international 
support measures pose , among others, challenges 
of 

➢Minimizing vulnerabilities in various fronts of the 
economy,   

➢Obtaining net gains in international support measures, 
and 

➢Ensuring sustainable graduation



➢ Broad compatibility between the developmental direction set by the 
constitution and graduation criteria as well as SDGs 
➢ It also envisages three pillar economy by clearly outlining the role of 

government, private sector and cooperatives

➢ Political stability
➢ A clear long term vision of the government: Prosperous Nepal and 

Happy Nepali
➢ A road map of long term vision: transforming Nepal into a 

developed country in 25 years as envisaged in the 15th Plan 
Approach paper 

➢ Federal system of governance 
➢ Revised or introduction of various acts
➢ Guarantying economic and social rights including social 

protection/employment guarantee/unemployment allowance     
➢ Creating and strengthening market institutions with focus on , among 

others,
➢ Augmenting private sector role  

➢ Attracting FDI 

➢ Growing  support from friendly countries and larger FDI commitments



 All these including higher growth performances in recent 
years are creating bases and prospects of  ensuring 
sustainable graduation. 

➢ The focus on sustainable graduation provides an added 
opportunity of positive transformation in the economy in a 
more equitable and inclusive way through 

➢ Enhancement of productive capacity 
➢ Qualitative growth and productive employment 
➢ Higher productivity and increased competitiveness, 
➢ Reduction in productivity gaps across sectors, 
➢ Trade creation and export diversification,   
➢ Shift of labor from low  productive to more productive sectors, and 
➢ Technology transfer and higher FDI and other inflows 



 Positively, implementation of  strategies and policies laid down 
in the 15th Plan approach paper from long term and medium 
term perspectives can play catalyst role toward sustainable 
graduation. 

 Noticeably, the drivers of transformation and supporting areas 
identified from long term perspectives include:
➢ Qualitative, integrated transport system,  information technology, and 

communication infrastructure and wider networking
➢ Qualitative human resource development 
➢ Water resource development 
➢ Production, productivity and enhancing of competitive strength 
➢ Augmenting qualitative tourism
➢ Modern, sustainable and managed urbanization and development of 

housing and settlement 
➢ Development of Local and Provincial economy including expansion of 

formal economy
➢ Assurance of social security and protection
➢ Governing reform and governance improvement

➢



➢ Helping areas identified include:
➢Demographic dividend and people’s awareness

➢Location, natural diversity and richness   

➢ Social-cultural diversity and original identity 

➢Social capital and spread  of  Nepali community 
worldwide 

➢Clean and renewable energy    

➢Friendly countries and goodwill of international 
community 

➢Federal governance system and fiscal federalism



Strategies laid down in the 15th Plan Approach Paper
include
➢Rapid, sustainable and employment intensive economic 

growth,
➢Accessible and quality health and education 
➢ ..Sustainable city/settlement development 
➢Growth in production and productivity
➢Full, sustainable and productive social security and 

protection 
➢Poverty alleviation and  economic-social equity embodied 

just society 
➢Preservation and mobilization of natural resource as well as 

enhancing of productivity
➢Strengthening of public services , provincial balance and 

national integration, and 
➢ Internalization of SGDs



 Grounded on above directions and bases, both 
strategic and policy focus should be on the following 
inter-linked areas with priority especially from 
specific graduation point of view/ perspectives:   
➢ Building/ enhancing productive capacities
➢ Harnessing natural and other resources of competitive strength in a rapid but 

productive way 

➢ Accessible and quality health and education for raising human capability 

➢ Enhancing gender equality

➢ Harnessing demographic dividend

➢ Augmenting quality infrastructure

➢ Mobilizing financial resources and priority on more inclusive and accessible 
financial deepening 

➢ Entrepreneurial and technological capability development/enhancement  

➢ Strengthening production and market linkages including external market 
linkages



➢Structural transformation through a move from low 
productivity to high productivity sectors and activities 
➢ Prioritizing and harnessing potential leading sectors

➢ Revamping /reforming economic policies with more exclusive 
focus on macroeconomic policies and budgetary system for 
allocation/ reallocation of resources from less productive to 
more productive sectors/ projects and programs
➢ More enabling policy environment to the private sector  
➢ Policy focus more exclusively on enhancing production linkages 

for augmenting exports  
➢ Augmenting domestic  resource mobilization for  fiscal 

sustainability 

➢ Reducing vulnerability and building resilience
➢Augmenting productive employment
➢ Protecting vulnerable population 
➢ Ensuring equity and reducing poverty 
➢ Building adaptive capacity



➢ Reforming institutions and transforming governance 
system

➢ Making state institutions transparent and accountable 
for efficiency, improved outcomes and higher 
productivity 

➢ Reforms in market institutions to provide more 
incentives to the private sector  

➢ Reorienting cooperatives toward production sectors 
with focus on value chain approach

➢ Strengthening of fiscal federalism 

➢ Devising best policy and strategic options to ensure 
net gains in the likelihood of erosion in international 
support measures after graduation. 



 Rapid preparatory works in a coordinated way (2019-2021)
 Comprehensive and robust transitional strategy (2021-2024)
 Strategies beyond 2024 

 Important lessons for post graduation include

➢ Proactive in negotiations with trading partners, 

➢ Continued engagement with development partners,  

➢ Seeking alternate sources of concessional finance, and

➢ Exploring the possibilities of attracting private capital inflows in a 

rapid way.

➢ Further more, exploring the possibility of 

➢ Specific trade related benefits even after the LDC graduation 

➢ Possibilities of linking LDC graduation with SDGs to prevent likely rise 

in development finance cost 

➢ Mobilizing international support for minimizing vulnerabilities and 

enhancing resilience capacity


