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New Delhi, India. Nepalese President Bidhya Devi Bhandari concluded her maiden visit to 

India on 21 April 2017. This was her maiden overseas visit since 

assuming the office of  the President in October 2015 and to mark the 

importance of  her visit, Nepal observed a two-day public holiday. She 

was received by the President Pranab Mukherjee at the Rashtrapati 

Bhavan in New Delhi, where she was accorded a ceremonial Guard of  

Honour. On her five-day visit to India, she was accompanied by a high-

level delegation including Minister for Foreign Affairs Ram Sharan 

Mahat; she also met with many ministers and officials of  the Indian 

government and paid a visit to Prime Minister Modi’s home state 

Gujarat and temple city of  Bhubaneswar in the state of  Odisha. After 

President Mukherjee’s ‘goodwill’ visit to Nepal in November of  2016, 

the number of  official and ministerial level engagements has increased. 

The much-anticipated maiden visit to India solidifies the ‘special 

relations’ between the two countries*. The visit downplayed the 

differences between India and Nepal that had emerged after the 

Madhesi movement in Nepal. 

Last year, in a diplomatic chaos, the K.P. Oli-led government in Nepal 

had cancelled its President’s visit to New Delhi. President Bhandari was 

set to visit India in May 2016 to attend a cultural festival in the city of  

Ujjain in the Indian state of  Madhya Pradesh. The call for the cancella-

tion came as a surprise to New Delhi since it was arranged at the insis-

tence of  the government of  Nepal. After the trip was cancelled, the Oli 

—— 

* ’Transcript of  Media Briefing on visit of  President of  Nepal to India’ 16 
April 2017, http://www.mea.gov.in/media-briefings.htm?dtl/28395/
transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+
april+16+2017  (accessed 20 April 2017). 

http://www.mea.gov.in/media-briefings.htm?dtl/28395/transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+april+16+2017
http://www.mea.gov.in/media-briefings.htm?dtl/28395/transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+april+16+2017
http://www.mea.gov.in/media-briefings.htm?dtl/28395/transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+april+16+2017
http://www.mea.gov.in/media-briefings.htm?dtl/28395/transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+april+16+2017
http://www.mea.gov.in/media-briefings.htm?dtl/28395/transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+april+16+2017
http://www.mea.gov.in/media-briefings.htm?dtl/28395/transcript+of+media+briefing+on+visit+of+president+of+nepal+to+india+april+16+2017
mailto:info@sadf.eu
http://www.sadf.eu
mailto:info@sadf.eu
http://www.sadf.eu


government also recalled its ambassador to India, alleging that he was conspiring to topple his 

government in Nepal.  This diplomatic disaster seemed like a reactionary move by the Oli government 1

to what he perceived as a ‘cold reception’ in New Delhi in February 2016.  Noteworthy, during this visit 2

to New Delhi, India had refused to issue a Joint Communique at the end of  his visit because India was 

understood to have been unhappy with the fact that Oli government had held India responsible for the 

Madhesi ‘Blockade.’  He had raised this issue at the the United Nations. On a broader spectrum, India’s 3

relations with Nepal reached their all-time low during the Premiership K.P. Oli. 

With the fall of  the Oli-led coalition government, the Maoist Party chief  Pushpa Kamal Dahal (also 

known as ‘Prachanda’) allied with the Nepali Congress Party to form a new government in August 

2016. His first tenure in 2008 had caused tensions between India and Nepal due to his tilt towards 

China. Contrary to this, his present tenure managed to ease any residual tensions that existed between 

India and his predecessor Oli. During his second term, Prachanda took it upon himself  to organise a 

maiden state visit to India in September 2016. During this visit, a wide range of  Memorandum of  

Understanding (MoU) were signed. After the 25 April 2015 earthquake, India provided economic 

assistance of  USD 1 billion to Nepal. Furthermore, it extended lines of  credit of  USD 100 million and 

USD 250 million for the development of  roads and power infrastructure in Nepal. India also allocated 

USD 200 million for irrigation projects, USD 330 million for the development of  roads and Mahakali 

bridge from the LoC of  USD 550 million in Nepal.  In response, Prachanda assured India to address 4

India’s security concerns. The visit had also opened the gates for a proper boost of  the ongoing 

development projects for mutual benefit in Nepal.  

On India’s part, Modi’s Nepal policy has delivered a mix of  ‘caution’ and ‘continuity.’ While his initial 

engagement with Nepal was rather ‘cautious’, because the new Nepalese Constitution in 2015 had led 

to a heated debate between the two countries, as a push to ‘continuity’ in dialogue has been 

 Lal, CK., ‘Nepal: India's Emasculated Responses Have Emboldened KP Oli,’ Catch News, 09 May 2016, http://1

www.catchnews.com/india-news/nepal- india-s-emasculated-responses-have-emboldened-kp-
oli-1462804838.html (accessed 19 January 2017)

 ‘Govt recalls Nepal’s Ambassador to India Upadhyay,’ The Kathmandu Post, 06 May 2017, http://bit.ly/1UEIbnF  2

(accessed 13 July 2016).

 “No joint communique at the end of  the Nepal PM's visit to India,’ Times of  India, 24 February 2016, http://3

timesofindia.indiatimes.com/india/No-joint-communique-at-the-end-of-the-Nepal-PMs-Delhi-visit/art-
icleshow/51127489.cms (accessed January 16, 2017).

 ‘India-Nepal Joint Statement during the State Visit of  Prime Minister of  Nepal to India,’ Ministry of  External 4

Affairs, Government of  India, 16 September 2016, http://www.mea.gov.in/bilateral-documents.htm?dtl/27407/
IndiaNepal+Joint+Statement+during+the+State+visit+of+Prime+Minister+of+Nepal+to+India (accessed 07 
March 2017).
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quintessential element since his advent in the office. Modi’s second overseas visit to Nepal on 3 August 

2014 (after a gap of  17 years, during which no exchange occurred), the Joint Commission at the 

Foreign Minister level resumed its interaction with Nepal (after a gap of  23 years. This signified Modi’s 

priority to engage with Nepal under the umbrella of  his ‘neighbourhood first’ policy. 

While tensions between India and Pakistan continue to thwart prospects of  larger regional cooperation, 

Modi’s efforts to use alternative platforms to carry forward regional dialogue look promising. For 

instance, in light of  the alleged role of  Pakistan in sponsoring terror attacks in India, 19th SAARC 

summit in Islamabad was cancelled in 2016. To compensate, during the 8th BRICS Summit in Goa 

during October 15-16, 2017 hosted by India, it extended an invitation to the members of  the 

BIMSTEC group (including Nepal) to participate in an outreach summit. While the deliberations of  

the BRICS-BIMSTEC outreach summit were successful, it provided an alternative platform for India 

and other SAARC members to engage in dialogue, excluding Pakistan. This engagement provided an 

opportunity for Nepal to have fruitful interactions among the leaders of  BIMSTEC and invite FDI 

from emerging economies of  the BRICS countries.  

However, the recent visit of  the Nepalese President took place against the backdrop of  the ten-day 

Joint Military Exercise code-named ‘Sagarmatha Friendship 2017” between Nepal Army and the PLA 

personals. It is the first time that Nepal and China engaged in a Joint Military Exercise. The exercise 

aimed to train the Nepalese Army to counter any acts of  international terrorism in Nepal. Although 

India did not utter concern publicly, the symbolism of  the exercise certainly targeted Tibetan refugees 

living in Nepal and India, as China has long since categorised them as terrorists. Presently, India is 

Nepal’s biggest defence partner and any defence cooperation between Nepal and China is closely 

observed by India. Other than cooperation in the defence, trade and education, China had been 

insisting that Nepal joins its unilateral pet project Belt and Road Initiative. Even though the Chinese 

insistence had promising words of  K.P. Oli, this was delayed under Prachanda’s government. His initial 

reservations were due to the fact that India has been reluctant in joining the project but in a surprise 

move, the Government of  Nepal signed a Memorandum of  Understanding with China on 12 May 

2017; confirming its participation in the Belt and Road initiative. This cooperation between Nepal and 

China is seen as its shift from ‘major reliance’ on India to a ‘balanced cooperation’ with China. 

However, it does not affect the existing relationship between India and Nepal, considering the 

geographical, cultural and political proximity with India.   

In light of  this new rapprochement Nepal’s rising trade deficit with India and the impact of  India’s 

demonetisation of  500 and 1000 rupee notes has led to some serious policy paralysis. Despite not being 

a legal tender, the Indian currency is widely circulated in Nepal. As a result, a significant amount has 
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stuck in Nepal. However, India has assured Nepal that it shall arrange for a reasonable exchange. The 

issue also appeared in President Bhandari’s discussions with the officials in New Delhi, but India has its 

own security concerns because the open border with Nepal has been a major route for the counterfeits 

of  the Indian currency into India. Further, the Government of  Nepal does not have clear numbers of  

the amount that has to be exchanged. Hence, this exchange might pump additional counterfeit currency 

into India. 

Lately, Nepal’s export to India has fallen, a trend that could endanger Nepal’s economic growth. ‘Out 

of  the total trade volume of  Rs. 77.12 billion NPR (USD 748.26 million), the country’s trade with India 

stands at around 64 percent. The country imported goods worth Rs. 45.51 billion NPR (USD 437.78 

million) from largest trading partner India in the review period and exported goods worth Rs 3.82 

billion NPR (USD 37.07 million).’  Modi’s government has not shied away from discussing mechanisms 5

to resolve trade disparities with Nepal. However, considering Nepal’s political instability, while it could 

improve exports to India, manufacturing has not gained a proper boost.  

To conclude, the visit of  President Bhandari is one of  the promising steps in accelerating India-Nepal 

cooperation. While they did not sign any MOUs, the trip is an important show of  ‘goodwill’ between 

the two countries. Further, India’s willingness to provide technical and financial support to Nepal to 

harness its hydroelectricity potential and infrastructural assistance might help Nepal regain political 

stability. Also, Modi has grown more comfortable doing business with Prime Minister ‘Prachanda’, this 

has opened doors to a continuous dialogue, including addressing the long-standing issues such as the 

trade deficit and revisiting the 1950s Treaty of  Peace and Friendship. While India extends an extra 

helping hand, Nepal should not hesitate or let any opportunities go to waste. 

 ‘Trade Deficit Widens Trade Deficit Widens,’ The Himalayan Times, 07 September 2016, https://thehimalayan5 -
times.com/business/nepal-trade-deficit-widens/ (accessed 06 April 2017); the final version of  the referred 
amount should be considered in Nepalese Rupee (NPR) only
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