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NRNA POSITION BRIEF ON ECONOMIC DIPLOMACY FOR NEPAL

Preface

| wish to thank the Minisyrof Foreign Affair: (MoFA), Governmenbf Nepa for inviting the
Non-Resident Nepali Associati(NRNA) to contribute comments and proposals to enh
economic diplomacy of Nepal. MoFA constituteHigh-level Economic Diplomacy Operatio
and Coordination Committeand invited several stakeholders including NF in its meeting.
MoFA subsequentlgought irputs and suggestis from each invited stakeholc

NRNA is pleased to subntiis brief to the Ministryfor their consideratic, particularly
emphasizing the NRN related elements for econoipiomhacy for Nepa

NRNA is proudto be an active partner th MoFA and severalther agencies of Neps
Government ofissues related to the economic development of N&RINA is alschonored to
be a member of the Prime Minister’s advisory couociEconomic Developmel

| want toexpress my gratefulness the report preparaticceam consisting of Dr. Ambika |
Adhikari (Co-ordinator)Dr. Drona Rasali, Mr. Kul Gautam and Prof. SuBgdedi, wich
prepared this brief report on behalf of NRN appreciate the swifvork by the tear to meet the
short deadline.

Finally, I want to thank all the NRNA colleagues who proddeluable input and advice in
this brief.

Jiba Lamichhane
President, NRNA-ICC

Kathmandu, Nepal
December 25, 2011
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NRNA Position Brief on Economic Diplomacy for Nepal

INTRODUCTION AND BACKGROUND

The concept of economic diplomacy has now takeengéec stage in nations’ quest for economic
development, and in furthering of their trade aathmerce interests. Establishment of World
Trade Organization (WTO) in 1995 has created arakand global platform for economic
diplomacy focused on trade and investment, whetiemsacan more effectively promote their
multilateral economic diplomacy. In addition t@t#WTO, countries practice economic
diplomacy in various other arenas, which includdtitateral organizations such as the UN
system, the World Bank, regional development agenauch as the Asian Development Bank,
bi-lateral agencies, international non-governmeial arivate organizations and in nation-to-
nation dealings. In international negotiation asrsaich as in UN sponsored agreements on
climate change agreements or Bio-diversity consemaNepal enjoys emerging opportunities
to gain financially and support climate mitigatiand bio-diversity conservation programs. The
practice of economic diplomacy must expand to saotgrnational opportunities in addition to
the traditional and conventional talks on investtagttade and commerce regimes. For example,
the climate negotiations entail significant resesrthat are available to developing countries as
support from the rich countries to devise emissifisetting programs and climate mitigation
initiatives.

Nepal has lately recognized the benefits of praxieconomic diplomacy to support the
economic development. As a result, the Ministr§ofeign Affairs (MoFA) has taken a pro-
active role in advancing Nepal's economic diplomeapabilities, and has reached out to other
organizations and agencies to support this iniati

During the past three global conventions of NRN#, Government of Nepal (GoN) and NRNA
have jointly organized sessions to discuss econdiplomacy and recommend ways to improve
Nepal's internal capacity in this field. Much learg has occurred in these meetings, which can
be gainfully applied to the real life situations.

NRNA appreciates the initiative taken by the MoleActeate a High-level Economic Diplomacy
Operations and Coordination Committee. NRNA alsatly welcomes the opportunity to be a
part of the committee and be able to provide ipaitnnto the formulation of the program. It
wishes to be an active partner in the developmeahiraplementation of Nepal’'s economic
diplomacy efforts.

Although economic diplomacy is the primarily thedtion of the state, other national and trans-
national actors (non-state players) have beenasargly important partners in this effort. Such
actors include the business groups (e.g., FNCCIC)\€ivil society, Nepali NGOs, political
parties, Diaspora and other relevant entities. state function can be carried out by several state
agencies, and can also include the future statergments once Nepal is divided into federal
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states. As a growing force representing some tesepeof the Nepali population, the Nepali
Diaspora can be a critical group to support Nepeffarts in economic diplomacy. The Diaspora
is represented by NRNA, which is fully committedo® part of this important effort.

SOME GENERAL RECOMMENDATIONS
Benefiting from Heightened Interest in Nepal

Nepal is a growing focus of interest by its neigtshevorld powers and the international
community. Nepal can benefit from the heighteneahgetition for influence in Nepal among its
immediate neighbors and other major powers. Coitipetamong other nations for Nepal's
natural resources has the potential to increasmitgaining power and bring in more revenues
for the country. For example, a growing Chineseredt in Nepal, together with the already keen
interest in Nepal by India, could be an opportufistyNepal to enhance its prosperity. A
significant growth in economic activities with Chiand India may mean the development of
more railroads, vehicular roads and other meamsaon$portation. This can be a blessing for a
land-locked country like Nepal, which can open lup ¢tolossal Indian and Chinese market for
Nepalese goods and services.

The good time during which Nepal prospered on #sashof trade with Tibet with China may
come back. Since India itself has agreed to opemNtthula Pass with China and is looking to
expand its transportation network with China, thereuld be no reason why they should be
concerned if Nepal tries to do the same. If Nepatento develop appropriate business acumen
and diplomatic skills, it could do well by explaig its geo-strategic status.

Maximizing Benefits of Land-lockedness

It was not long ago that the land-locked statdsstgfier when the pirates used to terrorize people
in coastal countries. Only when the carriage ofdgdoy sea became popular and economical that
land-locked countries have felt disadvantaged. H@wevith the prospect of sea level rise and
corresponding climatic hazards in the coastal atand-locked countries should feel insulated
from such potential adversities.

Nepal will not have to erect coastal defenses dpgralllions of dollars to cope with the sea

level rise nor will have to manage population tfanfrom one area to another to save them from
the impact of sea level rise. Nepal will not hawel¢al with the EI-Nifio effect or the
consequences of tsunami. Highland land-locked statey be perceived as safer places for
investment, residence and other business thamhé/ing countries such as Bangladesh or the
Maldives. However, Nepal will have to worry abol tglacial melting and thawing out of the
Himalayan Snow. But, for climate protection too pikwill need to practice economic
diplomacy in the area of climate negotiation, amddetting aid for climate mitigation programs.

Nepal should also consider how the economy of drattocked country could be transformed
into an India-opened economy. With rapidly growprgsperity and the middle-classes in both
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her immediate neighbors, each of which has a ptipnlaf more than one billion, Nepal has a
ready-made and very large market at her doorsigyzal is poised to enjoy increased prosperity
provided that the country is able to design andement keen economic diplomacy to exploit
such opportunities.

Development of Nepal as a Hub of Regional and Intaational Institutions

Nepal already houses headquarters of several @gioganizations. Nepal can build on this and
attract even more international and regional ingtihs by exploiting the traditional image of a
neutral and non-aligned country. Nepal can takefimra the Netherlands which has developed
its capital city, The Hague, as the legal capitahe world exploiting its status as a relatively
neutral country. Geneva and Nairobi are other ex@sneneva has benefited so much not only
as the centre of financial services activitiesdlsb as the home of so many international
institutions, and Nairobi enjoys the positive fioa and diplomatic impacts of the large hub of
UN related agencies and other international insbins. For example, nearly two-thirds of the
actual business activities of the UN are carriedhgyUN agencies located in Geneva. If the
physical infrastructure in Kathmandu is drasticathproved, Nepal would be well placed to
develop as a regional hub of international legal iaternational relations activities such as the
regional arbitration centre and regional think &nk

Presence of such international institutions wilkdaa positive direct and indirect impact on
Nepal’s national security and economy while helpdegelop its capacity. Rather than facing the
prospect of becoming a theatre of proxy war betweseimmediate neighbors or other global
powers, Nepali diplomatic machinery could actublydeveloped as a smart, and skilful service
capable of facilitating resolution of disputes amdine states of the region by acting as a capable
mediator, trusted conciliator and competent artatral hese are not utopian dreams, but are
realizable objectives and aspirations.

Establishment of a Nepal Center for Economic Diploracy

Practice of economic diplomacy will require reséaand gathering data and information about
how Nepal can best benefit by situating itselfria tegional and world arena, and how it can
effectively negotiate favorable trade, commerce aaid financial terms to promote its interest.
Establishing a Center for Economic Diplomacy wikkatly help Nepal in building the national
capacity in this area. There are different modeds Nepal can study towards establishing such
an institution. One of them is the Bangladesh tatiof International and Strategic Studies
closer to home and the Institute of Internatiomal &trategic Studies in London or Fletcher
School of Diplomacy in Boston. India too has selvsuah institutions and any of them could be
a good model to follow for Nepal. To devise the wapd means of exploiting the opportunities
offered by the geo-strategic factors of Nepal andse to the challenges in this fast changing
region, Nepal could do well by having such an ekpesfessional institution which is
independent but fully funded by the State. Suchrdaer can be supported by Nepal's
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universities, civil society organization and NRNancalso be one of the partners of the
institution.

Nepal needs to improve its pre-service and in-sertraining program for diplomats on issues
related to economic diplomacy. Nepal’s existingitnge of Foreign Affairs has only limited
capacity for such a task, and needs to be significatrengthened with adequate staffing,
budget, and ability to collaborate with relevantior@al and international academic and training
institutions. The proposed center can be of dreht in this task.

NRNA AND NEPAL’'S ECONOMIC DIPLOMACY

NRNA wishes to propose some strategies to enhidapal’s economic diplomacy in the global
arena, and would like to play an important roledods this objective. Since its inception in
2003, NRNA has been making efforts to be a valuphttner in the economic development of
Nepal. To this end, it has been working in theaaref foreign investment, skills and technology
transfer and in promoting Nepali interests abreedddition to many other initiatives. With
some three million Diaspora worldwide, and withNigtional Coordination Councils established
in almost sixty countries, NRNA has an extensivabgl network to promote Nepal’'s economic
diplomacy.

The following ongoing activities and new initiats/eonstitute a direct part of the economic
diplomacy efforts for Nepal that are directly redetto NRNA. Some recommendations to
enhance NRNA's effectiveness in this activity dsoancluded in this brief report.

Remittances from Nepali Workers and Immigrants Abrcad

The remittances from NRNs have been a critical comept of Nepal’s economy, contributing
some 22 percent of the Gross Domestic Product (@D#)e country in 2011. The current
methods of transferring the remittances to Nepaless than optimal, as substantial sum of
money is sent to Nepal informally, depriving theszgmment the benefits of foreign currency
transfer. GoN and NRNA can work to streamline #maittance transfer mechanism to optimize
benefits for GoN, while making it easy and safetha NRNs to transfer monies to Nepal. In this
regard, the safety and welfare of the workers enNhddle East, Malaysia and other employment
countries are of paramount importance. The Econadipiomacy of Nepal will be greatly
buttressed by NRNA and GoN working together to pytarihe welfare of the workers. This will
include a strong support by GoN in the safety aptfare of the Nepali workers in foreign lands,
and enhanced programs by NRNA to help the compsatrio

Nepal can benefit even more from the Nepali worladr®ad if they had more education and
training in the areas of skills in demand in thamoies where the labor is required. Although
Nepal’s trade schools are already doing a gooaigvoviding opportunities for skill
development, the NRNA initiated Open UniversityN&pal program, for example, can
contribute even more in enhancing the educatioel lefithe Nepali workers abroad even when
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they are living in foreign countries. In developslintries, such as in Europe, North America
and Oceania, NRNs will do much better with educegttainings and professional skills that is
harmonized with the requirements on those countfiesexample, Philippines provides nursing
and medical education to their citizens, whichiarkeeping with the systems in US, Canada and
elsewhere. As a result, Filipinos with nursing @dical degrees who migrate to these countries
are readily accepted into the profession and cordrhagher wages. Further, Philippines, Sri
Lanka and Thailand, have enhanced the remittameestheir workers in the Gulf region and
Malaysia, by training them in higher level of skilh trades, and also by investing in their
education.

Foreign Direct Investment (FDI)

NRNA can partner with GoN in increasing the FDInfrthe Diaspora members, and promoting
Nepal as destination for all forms of FDI. In additto many individual investments numerous
NRNSs have already made in Nepal, NRNA is mobiliznogective investments from all NRN
groups to bring new investment and business to N&udN and NRNA can promote and
enhance this program to help Nepal. The collegtivestment system sought by NRNA will
make all interested NRNs stakeholders in the bssimevzestment in Nepal. NRNA is currently
preparing documents to provide a comprehensivedvark for such an investment and is
actively soliciting inputs and expressions of iet#rfrom Diaspora members. If NRNA can
mobilize a part of NRNs retirement and savingspi@fitable investments in Nepal, this can
result in a significant investment in Nepal. Foamwle, at about 15 billion US dollars, the total
annual income of the NRNs in North America alonessmated by some to be almost
equivalent to the yearly GDP of Nepal in exchargge.rEven if a small fraction of this annual
income can be mobilized for investment in Nepatait be a substantial amount for Nepal. In
addition, most NRNs in advanced economies also ketgement and pension funds in savings
and investment funds. With the right incentivesngnlRNs may be willing to invest a portion
of their portfolio in Nepal. This will require emsng that the investment has the potential of
profitability, security, and financial and legadbtlity in Nepal. Legal framework in Nepal, such
as bi-lateral tax treaty and other legislative megwill greatly facilitate the investments from
NRNSs.

NRNA has already made significant investments idrbypower, mobile phones, banking, and
construction sectors. These investments have haensyccessful. NRNA wishes to leverage
more investments in Nepal by showing the showcagieqs in Nepal.

Another area with significant potential to benéfépal is the controlled processing and export of
the many medicinal herbs that Nepal produces. Wighvaried ecology due to its compressed
altitudinal range, Nepal is a house of a largeetgrof valuable herbs that can be sustainably
harvested, processed and directly exported toutrative markets in Europe and North America
for high process. Nepal can effectively negotiaii \governments and private companies in
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foreign countries to maximize the benefits of sagports and to ensure that the farmers and
villagers benefit most from such ventures.

In addition to the financial investment, Nepal cemefit from the knowledge investment from
NRN's who have gained exceptional knowledge, teldgyoand skills in their field. NRNA,
though its task force, has been working with sevaiganizations in Nepal to promote the
transfer and exchange of knowledge and technolegyden Nepal and the Diaspora. Efforts to
enhance economic diplomacy will greatly benefitdrsuch exercises.

Nepali Diplomatic Missions Abroad

Nepal is a low income country with limited inter@simany global affairs, and thus has only a
limited number of full-time diplomatic missions deped across the world. These missions are
supported and sometimes complemented by the appatof Honorary Consular Generals
(HCG) in important cities worldwide. Some of thepamtees for HCG have already been the
Persons of Nepali Origin (PNOs). PNOs understangaNeell, have strong emotional linkage
to Nepal and can play a role often more effectiwelgnobilizing trade, investments and
businesses in Nepal from the countries of theidezge. It is recommended that the GoN
appoints more PNOs as honorary Consular Generafsuny new cities globally.

It is also recommended that the larger diplomatitposts of Nepal have a NRN desk to facilitate
the involvement of NRNs in the work of economicldipacy. The outposts in countries where
significant number of Nepali workers reside mustena special desk to oversee the welfare of
the Nepali workers living there. It is especialiye for the Nepali missions in the countries in
gulf, Southeast Asia and North Africa.

Securing better working conditions for Nepali migravorkers, and assuring their well-being,
ought to be a prime job of Nepali diplomats in mosintries. With Nepali migrant workers now
numbering close to three million and their remitiasnow constituting the backbone of the
country’s economy, Nepali diplomats ought to beaptively involved in various international
forums where issues of migration and developmentimcussed and negotiated, such as the
Global Forum on Migration and Development (GFMD).

Nepali diplomats can benefit more by being moreMedgeable about the working methods
and decision-making structures of key bilateralaad investment institutions as well as of
Nepal's key international development partnerstipaarly multilateral development agencies
like the World Bank, IMF, WTO and UN agencies. Né&pdiplomats also need to be
substantively well-versed on issues of aid, trattfareign direct investment in favor of
developing countries like Nepal, which enjoy certspecial privileges as a Least Developed
Country and a Land-locked Developing Country.

Within the Government, besides MoFA, other minegstrsuch as Finance, Industry and
Commerce, Water Resources, Labor and Tourism anBldnning Commission can be involved

NRNA Brief - Economic Diplomacy for Nepal Pagef 12 2011-12-25



in developing, implementing and monitoring our periance in economic diplomacy. But
MoFA diplomats must be able to play the lead role.

The GoN can provide more focused and effectivediaiwith the Diaspora by creating a
separate Ministry of NRN Affairs. For example, tieighboring India has been more successful
in building rapport with the non-resident Indiafiteathe creation of the Ministry of Overseas
Indian Affairs.

Diaspora Organizations, Cultural and Tourism Centess in Different Countries

The thousands of Nepali associations based paatlguin the more developed regions of the
world, such as North America, Western Europe, Bast and Oceania can be fully tapped to
promote Nepal’'s economic diplomacy. These orgdioza often include a large number of
PNOs who are the citizens of the adopted countdycan vote in the elections there. These
individuals and organizations can be mobilizedupp®rt the economic development of Nepal
through effective lobbying and expansion of good fer Nepal. Although most associations
cannot be involved in political activities, theyncsupport economic development and
technology transfer functions in Nepal.

Lately, many of Nepali Diaspora groups have statdesstablish Nepal cultural centers in major
cities of the US, Canada, Australia, and Europgalklouse in Moscow, Nepal Cultural Center
in Washington, Nepal Cultural Center in Sydney arahy other planned Nepal houses around
the world are some examples. These cultural cehtans great potential in organizing business
functions, trade shows, business promotion andaimctivities to buttress Nepal’s economic
diplomacy.

These centers can be utilized as venues for ornigarszbstantive forums in economic
development, investment and technology transfarekample, with the accelerated growth of
banking and financial sector institutions in Nejpalis important to understand the experience of
other countries which have recently gone througtfaiiure in their banking and financial
sectors and devise appropriate policies in Nepahat such failures are prevented. The cultural
centers and Diaspora organizations can be valyeaiteers for Nepali policy makers in
organizing forums and conferences to discuss aalyzmexperiences from other countries.

Tourism has a potential to significantly boost N&paconomic development and will remain a
major agenda in the country’s economic diplomacyaftong time to come. The Diaspora
associations in many countries and the networkRRNKN can serve as important resource
centers in promoting Nepal’'s tourism. NRNA alre&dyg task forces to support Nepal’s tourism
and promotion in the global arena.

In addition, an important recommendation in thigarel is that the immigration and welcome
section in the Tribhuvan International Airport nee¢d be drastically upgraded to make the entry
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of tourists easy, comfortable and smooth and al$@ve a separate NRN desk in the airport to
facilitate the travel of NRNs and make them feelcame back to their motherland.

NRN'’s Involvement in Supporting Economic Diplomacyand in Development Projects

Economic diplomacy is best carried out through jpuptivate partnership. Accordingly, regular
consultation by MoFA with NRNA, FNCCI, CNI, NTB aride Chamber of Commerce can
yield better results in economic diplomacy. MoFA ewvail their advice in promoting trade,
tourism, cultural exchange and to attract FDI.

Several developing countries such as the Philigpidering their negotiations on bilateral and
multi-lateral cooperation, seek the appointmenttheir Diaspora members in the positions in
the teams of expatriate technical advisors andultamgs, in bilaterally or multilaterally funded
projects in the country. Highly qualified and cortgre technical advisors and consultants from
Nepali Diaspora arriving in Nepal in a team of exiaée experts are assets that would have
added value of understanding the ground realityepal. The Diaspora experts also better
understand the strategic interests of the donargiging a win-win situation. The NRNA

strongly urges GoN to adopt a policy to involve PANEDd NRNs as consultants in the economic
development package negotiated with the multi-#tend bilateral agencies.

In some countries, it is conceivable that the NRdvement might be able to help the Nepali
embassies with some equipment, and even part-tiomteer staffing, if the embassies were
deliberately made more NRN-friendly and welcoming.

CONCLUSIONS

This brief report mainly deals with the NRNs parpromoting Nepal’s diplomacy, although
some general recommendations are also providedcéessful and streamlines economic
diplomacy has the potential to catapult Nepal ataore prosperous nation. As indicated in the
introductory paragraphs of this report, the GoN néled to mobilize a multi-pronged approach
to enhance its economic diplomacy in the world sTieport outlines some general
recommendations in targeting Nepal's economic digloy, and provides some specific areas
where NRNA can be a partner in strengthening Nepgaibnomic diplomacy capacities.

The general provisions include recognizing the hieiged interest in Nepal by the international
community and utilizing the opportunity to enhamspal’s economic diplomacy. More
extensive trainings for diplomats, collaboratiothaather private and non-profit organizations
and establishing a research and training centegdonomic diplomacy will be helpful to Nepal
in this regard. Further, Nepal can also utilizeitreeeased interest by the regional and
international community by offering Nepal as thestrguitable venue for locating the
headquarters of regional and international orgdioizs. Nepal already has several regional
organizations headquartered in Kathmandu, and epguthis trend will have additional
economic impact in the country.
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The GoN must take steps forward to get the NRNAMRMS involved in the country’s
economic diplomacy efforts to reap additional bésen its economic arena. Some immediate
actions such as, creating NRN desks in Kathmangbomj in the diplomatic missions and
undertaking strategic collaborations with NRNA vadilidly help in enhancing Nepal's
economic diplomacy. The establishment of a cemtediplomacy in Nepal will also help
towards this end. Similarly, having separate Mipisf NRN affairs will help streamline the
liaison between the Nepali state and the growirgspora.

NRNA will also expand and enhance its programgedito economic diplomacy providing
valuable assistance to Nepal. NRNA fully suppdres@oN initiative going forward to enhance
its economic diplomacy. NRNA is committed to beaative and reliable partner in this effort
and is willing to mobilize its resources and globatwork to ensure that the initiative succeeds.
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