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KEY ECONOMIC INDICATORS

GDP (2021) *** USD 36.08 billion GDP Growth rate (%) (2021 estimate)*** 2.9%

GNI (PPP, 2019, at current 
price)*****

 USD 3610 Inflation (y-o-y, 2021) **** 3.10%

Gross Capital Formation 
as of 2020/21, preliminary 
estimate (% of GDP) **

30.8% Agriculture sector (% share of GDP)** 20.2%

HDI * 0.602 Industry sector (% share of GDP)** 19.6%

Rank * 142 Service sector (% share of GDP)** 60.2%

*HDI figure from Human Development Report of the UNDP-2020
** Based on Ministry of Finance Economic Survey of 2020/21
*** Based on IMF Data
**** Based on 9 months’ data f Nepal Rastra Bank (2020/21)
***** Based on World Bank Data 
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Nepal’s political scenario witnessed quite a significant turn of events in the past quarter. The House of Representatives, 
which was dissolved by Prime Minister KP Sharma Oli, was reinstated by the Supreme Court. The CPN–Maoist 
Centre withdrew its support from the ruling government and allied with the Nepali Congress (NC) in a bid to form 
a coalition government, which is yet to materialize. Oli was reappointed as the Prime Minister and has, so far, had 
two bids to form a full cabinet and was prevented by the Supreme Court further deepening  the political crisis.

Amidst speculations, the government released the fiscal budget through an ordinance that amounted to NPR 
1647.57 billion (USD 13.68 billion), 11.73% higher compared to the FY 2020/21 budget. The new budget has 
tried to prioritize the control of the COVID-19 crisis and economic recovery. A huge chunk of the budget has been 
allocated for the health sector and the education sector constituting 7.4% and 10.95% of the budget respectively. 
An ambitious growth target of 6.5% has been set for the fiscal year 2021/22 despite the political climate and an 
expectation of economic recovery once the COVID-19 restrictions shall ease. The latter does not seem likely given 
the weak vaccination drive and the increasing possibility of a third wave as new variants are being located. This also 
seems unlikely from a technical perspective as the government has allocated only NPR 26.75 billion (USD 222.17 
million) for vaccines, which is almost half of an estimated NPR 48 billion (USD 398.6 million) needed for vaccines. 
There is a real possibility that donors such as China and the United States will step in to fill the gap however, the 
existing poor diplomatic communication channels will continue to hamper delivery. Overall, a more ambitious 
budget that also carries a heftier price tag despite existing challenges is not surprising as elections are on the horizon.

Despite the situation, Nepal offers a strange paradox. A reasonable expectation would have been that the impact 
of existing COVID-19 restrictions and lockdown on our economy would have crumbled the stock market. On 
the contrary, we saw a bullish stock market over the last quarter that reached an all-time high in mid-June with 
a turnover of NPR 18.88 billion (USD 156 million) which is further expected to rise in the next quarter. The 
question remains how to untangle the paradox and put our economy on the path to sustained development as we 
find development partners advocating for a green modality for growth. This issue of nefport hence focuses on how 
macroeconomics can facilitate the creation of an inclusive green economy in Nepal. We take stock of Nepal’s current 
macroeconomics, unpack policies that drive it, and look into some possible paths forward through different lenses.

We would like to thank our contributors – and especially Nona Deprez (Ambassador, head of delegation of the 
European Union to Nepal), Mark Perrin (Senior Fellow at Nepal Economic Forum), Sameer Khatiwada (Technology 
and Innovation Specialist at Asian Development Bank), Scott Preston (Freelance Journalist and Researcher), and 
Shraddha Gautam (Advisory Board Member of Nepal Economic Forum) for their valuable time to contribute to 
this edition of nefport.

We are working continuously on recalibrating this publication to make it more useful to our readers. We are also 
ideating on how we can make the extensive data, research, and analysis from the past 11 years to make it more 
accessible and useful. Please do provide us your comments and suggestions or click on our survey page.

EDITORIAL

Sujeev Shakya
Chair, Nepal Economic Forum

https://forms.gle/NwYQuBCNwGwTxpeJA
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1POLITICAL OVERVIEWPOLITICAL OVERVIEW

The federal budget unveiled through 
an ordinance: With the absence 
of the House of Representatives, 
the Government of Nepal unveiled 
the annual budget for FY 2021/22 
through an ordinance on May 29, 
2021. With a total size of NPR 
1647.57 billion (13.68 billion), the 
new budget was 11.73% higher 
compared to the FY 2020/21 budget 
of NPR 1,474.64 billion (USD 12.25 
billion). 

The government aims to achieve 
economic growth of 6.5% in the 
upcoming FY. The new budget had 
tried to prioritize the control of the 
COVID-19 crisis and economic 
recovery. A huge chunk of the budget 
i.e., NPR 122.77 billion (USD 1.02 
billion) and NPR 180 billion (USD 
1.50 billion) was allocated for the 
health sector and the education sector 
respectively. NPR 37.53 billion (USD 
311.71 million) was allocated for the 
Covid-19 response, out of which, NPR 
26.75 billion (222.18 million) will be 

spent for the procurement of vaccines. 
Another major chunk of the budget 
amounting to NPR 100 billion (USD 
83 million) was allocated for social 
security, as the government increased 
all types of social security allowances 
by 33%. Raise in civil paychecks 
of civil servants, providing student 
loans at just 1% interest rate to buy 
laptops, free treatment for journalists 
in government hospitals were some 
other provisions in the budget.

Provincial budget for FY 2021/22 
unveiled: The provincial government 
of all seven states unveiled their budgets 
for FY 2021/22, which amounted 
to NPR 261.82 billion (USD 2.17 
billion) in total. The budgets of all 
the provinces aim to bring reform 
in the health sector and push for 
infrastructure development. The 
provincial budgets have also focused 
on the control and management of 
the COVID-19 pandemic

CPN–UML and CPN–Maoist Centre 

Revived: Following the infighting 
amongst the leaders of the NCP, 
the dissolution of the parliament 
by PM Oli on December 20, 2020, 
and its reinstatement, the Supreme 
Court issued the verdict to annul the 
unification of the Communist Party 
of Nepal–United Marxist Leninist 
(CPN–UML) and the CPN–Maoist 
Centre on March 7, 2021. The two 
communist parties had forged a 
unification in May 2018 under the 
banner of the Nepal Communist Party. 
The two parties had previously formed 
an alliance in the 2017 elections for 
the House of Representatives, in 
which the CPN–UML party won 121 
seats and the CPN–Maoist Centre 
won 53 seats.1 The title of the NCP 
party was given to Rishi Kattel’s party, 
who had registered the NCP years 
before Oli and Pushpa Kamal Dahal, 
the chairman of the Maoist Centre. 
Dahal registered a petition against the 
scraping of the unified party in the 
Supreme Court, which was refused by 
the court.2

Nepal’s political scenario has seen quite a significant turn of events in the current review 

period. The House of Representatives, which was dissolved by the prime minister, was 

reinstated by the Supreme Court. The apex court also made the decision to split the ruling 

Nepal Communist Party (NCP). The CPN–Maoist Centre withdrew their support to Prime 

Minister (PM) KP Sharma Oli-led administration after he announced his plans to seek a vote 

of confidence in the parliament. Subsequently, Oli lost the vote, after which the Maoist Centre 

formed an alliance with the Nepali Congress (NC) to form a coalition government. However, 

Oli was reappointed as the prime minister after the opposition failed to garner a majority to 

form a new government. In another dramatic move, the president dissolved the House of 

Representatives once again and announced dates for the mid-term election.
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Winter session of the house of 
representatives prorogued: The 
winter session of the parliament 
began on March 07, 2021, and 
President Bidhya Devi Bhandari 
prorogued the winter session of 
the parliament on April 19, 2021, 
as per the recommendation of the 
government.3 Although the House 
sessions continued for over a month 
before being prorogued, discussions 
on important matters such as the 
endorsement of bills did not take 

place. The main opposition party, 
Nepali Congress, also failed to address 
the inactivity of the parliament.4

Maoist centre’s support to the 
government withdrawn: On May 
05, 2021, the CPN–Maoist Centre 
decided to withdraw its support to the 
Oli-led government, two days after 
the prime minister decided to seek a 
vote of confidence in the Parliament. 
Despite the CPN-UML and CPN-
Maoist Centre splitting due to 

internal feuds between Dahal and Oli, 
the CPN–Maoist Centre waited to 
withdraw support to the government 
for two whole months, for which the 
party faced a lot of criticism.5

Prime minister Oli loses vote of 
confidence: Prime Minister Oli failed 
to garner enough support during the 
vote of confidence motion held in 
the House of Representatives session 
on May 10, 2021. Oli required 136 
votes from 271 members of the 

Figure 1: Provincial budgets in FY 2020/21 and FY 2021/22

Figure 2: Province-wise percentage change in budget

Source: linkmix.co/5341535

Source: linkmix.co/5341535

http://linkmix.co/5341535
http://linkmix.co/5341535
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parliament to win the motion. Out of 
232 lawmakers present in the session, 
93 voted in favor of Oli, while 124 
lawmakers voted against the prime 
minister’s motion. Fifteen lawmakers 
decided to stay neutral and abstain 
from voting. Likewise, the Nepal–
Khanal faction of the ruling CPN–
UML party decided to refrain from 
voting as well.6

Oli re-appointed as Prime Minister: 
On May 13, 2021, President Bhandari 
re-appointed Oli as the prime minister 
of Nepal, after the main opposition, 
NC and CPN–Maoist Centre, failed 
to garner a majority to form a new 
government. The efforts of the NC 
and the CPN-Maoist Centre failed 
after the Janata Samajbadi Party 
refused be a part the alliance. Oli has 
given continuity to the old cabinet 
members. On May 14, 2021, Oli and 
members of his cabinet took the oath 

of office and secrecy. Every minister 
in the 25-member cabinet, including 
three ministers of state, has been given 
the responsibility of their previous 
ministries.7

House of representatives dissolved: 
On May 22, 2021, President 
Bhandari dissolved the House of 
Representatives for the second time 
in five months and announced the 
mid-term elections for November 12, 
2021, and November 19, 2021. On 
the recommendation of PM Oli, the 
president had earlier invoked article 
76 (5), bypassing the constitutional 
requirement for the PM to seek a vote 
of confidence, and gave all parties 
until 5 p.m. to stake claim to a new 
government. The main opposition, 
NC, backed by the CPN–Maoist 
Center, the Nepal-Khanal faction of 
the UML, and a faction of the Janata 
Samajbadi Party presented signatures 

of 149 lawmakers, requesting the 
president to appoint NC leader Sher 
Bahadur Deuba as the new prime 
minister. However, Oli too claimed 
his stake to be appointed as the PM 
again, showing the support of 153 
lawmakers. Although Oli failed to 
present the signatures of his 153 
lawmakers, the President rejected 
the claims of both leaders, opening 
the door for KP Oli to dissolve the 
Parliament once again.8

Plans and Policies for the upcoming FY Presented by all Seven Provinces 

All of the seven provinces presented their plans and policies for the upcoming FY 2021/22 with a focus on reviving 
the economy and control and treatment of the COVID-19 pandemic. The Province 1 Chief, Somnath Adhikari, 
unveiled the policies and programs of the Province for the upcoming FY 2078/79 in the Province Assembly on June 
10, 2021. The core focus has been given to the health sector, with plans to run campaigns such as ‘Quality Health 
Care’ and implement ‘Digital Health, Digital Province’. On the education front, vocational, technical and skill-
based education is being emphasized. The government has also undertaken a policy of providing relief to the most 
affected citizens with extremely weak economic conditions and to farmers by providing them an interest subsidy on 
agricultural loans. The provincial policy of tourism and the industrial sector will be kept afloat by implementing 
necessary programs to promote entrepreneurship and tourism.

On behalf of the Province 2 government, Province Chief Rajesh Jha presented its plans and policies on June 10, 2021. 
The provincial government has added COVID-19 control programs while continuing some of the previous fiscal’s 
plans such as ”Beti Bachao, Beti Padhao”, ‘Where there is road, there are development’ and constituency development 
programs. On the health front, the province has prioritized making a COVID designated hospital in Janakpur, 
building health infrastructures, setting up COVID emergency centers and regular transit with India, and providing 
health insurance to health workers. The provincial government aims to launch Chief Minister’s Youth Employment 
Enterprise Development Program for the youth who are currently unemployed due to COVID and also promote 
agribusiness. It also plans on providing Dalit scholarships, ration cards and operates Dalit hostels and senior citizen 
housing programs in each district headquarters to uplift Dalits. 

Through its policies and programs, the Bagmati province plans on arranging a ‘State Head COVID-19 Immunization 
Fund’ to vaccinate all residents of the State. “My Village: Living with Entrepreneurship” campaign has been announced 
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OUTLOOK“
The political outlook of Nepal looks grim soon as the country braces for political uncertainty. While the second wave 
of the COVID-19 pandemic has been ravaging the country, and the health system has completely collapsed, Prime 
Minister Oli seems to believe holding elections is more important. The major political parties, including the ruling 
CPN–UML party, the main opposition Nepali Congress, and the CPN–Maoist Centre, have been focused on their 
political gains. Arrogance and incompetence in Oli’s leadership have further added fuel to the chaos. The opposition 
alliance has filed writ petitions at the Supreme Court against the House dissolution. The course of Nepal’s politics 
might now depend on the final verdict of the Supreme Court.

The annual budget unveiled by the caretaker government seems quite ambitious and while there are a lot of positive 
aspects that the budget has addressed, the endorsement might be quite challenging. Another difficult challenge can 
be seen as achieving the government’s economic growth rate target of 6.5%. With elections scheduled in six months, 
many experts are skeptical about the endorsement of such a huge budget. The provincial budgets, like the federal 
budget, have displayed a sense of urgency in containing the pandemic with every province allocating a certain sum 
for the testing, treatment, and prevention of COVID-19. However, for this to bring intended results, the provincial 
governments have to start with finding ways to strengthen their revenue collection and then work towards effective 
implementation and monitoring of their respective activities.

to develop entrepreneurship and generate employment in villages. The province also prioritized the "One Secondary 
School, One Nurse" program to provide services such as health care, child health promotion, reproductive and sexual 
health counseling in community schools. To aid economic recovery, “Concessional loan investment for Production 
and Employment Program” has been planned. Likewise, the state also aims to promote the digital economy through 
its “Bagmati Province Digital Province” program.9 

Province Chief Sita Kumari Poudel, while presenting the policies and programs of the Gandaki province, stressed 
its plan to use all means possible to manage an effective medical treatment system to control the pandemic and 
manage cash relief to COVID-19 survivors. Availability of medical equipment and necessary medicines have also 
been prioritized with ambulance services to be managed at every local level.10 Infrastructure development of tourist 
sites of the province is also a major priority for the next FY along with a plan for the development of the cultural and 
trade hub Tribeni area.

The Lumbini Province Chief Dharmanath Yadav presented the plans and policies of the province on June 8, 2021. 
The province plans on setting up Ayurvedic hospitals and NICUs in various districts and HDUs in all hospitals of the 
state. Establishing well-equipped hospitals, trauma centers, and dialysis hospitals is a priority for the state. To create 
employment opportunities in agriculture, the state plans on facilitating easy loans and interest subsidies.11 

Govinda Prasad Kalauni, chief of the Karnali Province presented the policies and programs for the province, with a 
core focus on the control, management, and treatment of COVID-19 by procuring the required medical equipment, 
human resources, and medicine. The province plans on providing technical and management skills training in 
agriculture, industry, forestry, and tourism sectors to unemployed youths to develop entrepreneurship. 

Province Chief, Ganga Prasad Yadav, presented the policies and programs of the Sudurpashchim Province on June 
11, 2021. The provincial government has plans to expand health services and prioritize vaccination drives for all 
its citizens. Furthermore, a grant will be made available from the Province Self-Employment Development Fund 
to unemployed youths. It also aims to attract domestic and foreign investment in the province by prioritizing the 
completion of big unfinished projects of the current FY. Financial literacy programs will also be taken forward to 
increase access to banks and financial services in the province.12
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INTERNATIONAL ECONOMYINTERNATIONAL ECONOMY

The European Union (EU) has imposed a sanction on a few Chinese officials over their 

policies regarding the treatment of the Uyghur population, which has subsequently suspended 

the two nations’ investment deal. On a similar note, the Boycott, Divestment, and Sanctions 

(BDS) movement is asking for solidarity from people across the globe by joining the cause 

and amplifying the protest against Israeli apartheid. Amid the pandemic, the Organisation 

for Economic Co-operation and Development (OECD) has suggested governments increase 

inheritance taxes considering the ever-growing wealth inequality.  Wales is planning to 

experiment with universal basic income (UBI) which has been met with mixed reception from 

the right-wing opposition.

Universal Basic Income system 
tested in Wales: Universal basic 
income (UBI) is a system by which 
the government dispenses a certain 
amount of money to adult citizens at 
a regular interval regardless of their 
needs, ensuring enough for everyone 
to afford a living. Wales is now 
testing the water with UBI to see the 
legitimacy of this policy in delivering 
its promises of poverty alleviation and 
improving public welfare. 

Other countries have also run trials 
to test the effectiveness of UBI, 
employing “various versions of the 
scheme”. For instance, Finland paid 
2000 of their unemployed population  
NPR 79,999 (USD 664.41) per 
month for two years. While it helped 
in lessening stress among the cohort, it 
was nevertheless ineffective in pushing 
them into employment. Similarly, a 
12-year long trial is currently taking 
place in western Kenya whereby  
NPR 2,648 (USD 22) per month is 

extended to every adult to check the 
efficacy of UBI in reducing poverty.13

Massive surge in vaccine demand 
forecasted: Pfizer, on May 4, 2021, 
predicted its COVID-19 vaccine 
sales to reach NPR 3,130.4 Billion 
(USD 26 Billion), a 70% increase. 
The forecast has been extrapolated 
from the existing contracts on vaccine 
delivery of 1.6 billion doses in this year 
alone. A total of 2.5 billion vaccine 
doses are expected to be produced this 
year by Pfizer and BioNTech, “900 
million of which are not yet included 
in the New York-based drugmaker’s 
sales forecast”.14

The second wave of COVID-19 
hits the Indian economy: The 
second wave of coronavirus has 
thwarted the possibility of India’s 
economic performance returning 
to the pre-pandemic level. The 
growth projection for 2021/22 
initially stood at 12 to 13%, which 

has been now reduced to 9 to 11% 
with the onset of the devastating 
second wave. The labor market has 
also been severely affected with 7.35 
million people losing employment in 
April alone according to Data from 
the Centre for Monitoring Indian 
Economy (CMIE); 2.84 million 
of them were “rural salaried class”. 
The lockdowns have further put the 
job market under massive strain. 
Mahatma Gandhi National Rural 
Employment Guarantee Scheme saw 
an immense surge in job demands 
with 24.5 million households seeking 
employment under this scheme.15 

Investment agreement comes 
to a halt: Due to the “tit-for-tat 
sanctions” by China and the EU, the 
investment deal struck between two 
regions in December 2020 has been 
subsequently put off. This investment 
agreement, if materialized, would 
have opened up “Chinese markets 
for European investment”, largely 
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OUTLOOK“
With the pandemic disproportionately affecting the lower-income class and consequently worsening the existing 
economic inequality, the OECD’s decision to advocate for higher wealth/inheritance tax is timely. Such progressive 
tax is necessary for the path of inclusive recovery. Similarly, the growing inclination among nations to experiment 
with UBI to alleviate poverty is timely, especially considering the prevalence of income inequality across the globe. 
The legitimacy of UBI schemes, nevertheless, is yet to be substantiated. Similarly, human rights concerns taking 
precedence over economic diplomacy, as the EU–China sanctions suggest, is certainly a promising step towards 
more accountable and just governance. The second wave of coronavirus in India, which has been devastating in 
both public health and economic aspects, has caused a massive dent in the Indian economy. While the government 
has resorted to lockdown measures to contain the crisis, it must come up with a long-term and sustainable solution 
that would lift the country out of the pandemic with a minimum impact on its economy. To this end, international 
support is imperative.

benefitting the EU, with China being 
its second largest trading partner.16 
However, in March 2021, the EU 
went on to sanction four Chinese 
officials responsible for the Xinjiang 
policy. In response, China imposed 
sanctions on several European officials 
and academics.17 

BDS asks for global solidarity: 
The recent Israeli violence against 
Palestinians has finally garnered 
global media attention. Against 
this backdrop, the BDS movement 
has called for global solidarity 
through conscious consumption to 
economically penalize Israeli firms 
as well as multinational companies 
“complicit in Israel’s abuse of 
Palestinian human rights.”18

A push for higher inheritance tax: 
The OECD has recently insisted on 
increasing the taxes on inheritance, 

citing the imminent rise in wealth 
inequality over the next decade. 
Moreover, this tax revenue would be 
resourceful in redeeming debts owed 
by the government in mitigating the 
pandemic. In 36 rich countries, the 
contribution of inheritance tax to 
the total tax revenue stands at merely 
0.5%.19 

Sri Lanka seeks out China’s help: 
To bolster its foreign exchange 
reserves, Sri Lanka acquired NPR 
60.20 billion (USD 500 million) 
in loan from China in April 2021. 
In March 2021, the country saw its 
reserves slump to NPR 487.62 billion 
(USD 4.05 billion), an all-time low 
in the past 12 years.20 Additionally, 
China had approved a currency 
swap of NPR 180 Billion (USD 1.5 
billion), a month prior to this loan, 
along with a NPR 21.6 billion (USD 
180 million) loan request in February 

2021 through Asian Infrastructure 
Investment Bank (AIIB). Till date, 
Sri Lanka owes China more than 
NPR 602 Billion (USD 5 Billion) in 
loans.21 

Environmental cost of 
cryptocurrencies: As cryptocurrencies 
like Bitcoin swell in value, 
environmental concerns have 
emerged. In February 2021, the 
value of a single bitcoin reached 
NPR 5 million (USD 46,000) 
overnight upon the announcement 
that Tesla, an electric car company, 
would start accepting these tokens 
for car purchases. Cambridge Bitcoin 
Electricity Consumption Index in 
May 2021 estimated Bitcoin mining’s 
electricity consumption rate to stand 
at 150 terawatt-hours per year, which 
exceeds the total annual energy 
consumption of the Netherlands.22
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MACROECONOMIC OVERVIEW
Nepal’s government revenue, foreign exchange reserves and balance of payments have all 

been kept buoyant by a better-than-expected remittance inflow in the first half of the Fiscal 

Year (FY) 2021. Meanwhile, the fiscal deficit and public debt are expected to increase to 7% 

and 47% of the Gross Domestic Product (GDP), respectively, on the back of subpar revenue 

collection due to slowdown of business activities. Inflation for the first half of FY2021 was 

3.7%.

MACROECONOMIC OVERVIEW

Remittance: As per the nine-month 
update report published by Nepal 
Rastra Bank(NRB) for the FY 
2021, remittance inflow into Nepal 
increased by 16.5% to NPR 729.02 
billion (USD 6  Billion).23 However, 
the number of workers taking 
approval for foreign employment 
slumped by 66.7% in the same time 
period.24 Meanwhile, the number of 
Nepali workers renewing approvals 
for foreign employment also plunged 
to 55.7% in the first nine months of 
the FY 2021.25 Remittances declined 
by 3.4% in FY 2020 owing to 
restrictions placed in travel in light 
of the COVID-19 pandemic and 
economic shocks in the destination 
countries.26 Remittance has, however, 
bounced back this fiscal year and is 
forecasted to increase to 23% of GDP 
in FY 2021 and stabilize to the same 
level in FY 2022.27

Inflation: In the first half of FY 2021, 
inflation fell to 3.7% Year-On-Year 
(y-o-y), a three-year low. During 
this period, the food price inflation 
in the country was 5.5%, while the 
non-food prices rose by 2.3% y-o-y. 
During the same period in FY 2020, 
the inflation rate was 8.2%. For FY 
2022, the inflation is forecasted to be 
6%. 

Import-export and Current Account 
Balance: During the first half of the 
FY 2021, Nepal’s total exports of 
goods and services fell by 36.6% y-o-y, 
while imports fell by 11.8% y-o-y. 
The trade deficit, which was 15.7% 
of GDP in the first half of FY2020, 
contracted to 14.8% of the projected 
FY 2021 GDP owing to the reduction 
in imports outweighing the reduction 
in exports. Increase in remittance 
and reduction in trade deficit has 
led to an improved current account 
balance. The current account deficit 
has narrowed to 1.2% of the projected 
FY 2021 GDP in the first half of FY 
2021 on a y-o-y basis, 39.6% lower 
than in the same period in the FY 
2020. The current account deficit was 
6.9% of GDP in FY 2019 and despite 
decreasing in FY2021, it is expected 
to widen to 3.2% of GDP in FY2022 
owing to imports recovering faster 
than remittances inflow and exports. 

Balance of Payment and Forex 
reports: The foreign exchange 
reserves of the NRB stood at NPR 
1360.52  Billion (USD 11.3 billion) 
in mid-January 2021, equivalent to 
11.3 months of import.28 Resurgent 
remittances have ensured that the 
country’s foreign reserves were stable 
despite stagnant exports and foreign 

direct investment.

Government revenue and fiscal 
deficit: Owing to disruption in 
business activities due to the pandemic 
induced lockdowns, corporate taxes, 
and trade and consumption taxes 
performed poorly. This resulted in 
tax revenues declining by 2.1% y-o-y 
in the first half of the FY 2021. The 
country’s fiscal deficit is expected to 
be 7% of GDP in FY 2021. Revenue 
performance is expected to suffer 
further into FY 2021 and FY 2022 and 
with additional government spending 
required in economic relief packages, 
COVID-19 vaccine procurement and 
project implementation resumption, 
the fiscal deficit is expected to increase 
to 8% of the GDP in FY 2022.

Public debt: Public debt increased 
to 36.4% of the projected FY 2021 
GDP, surging by 8.2% over the first 
half of FY 2021, relative to the end 
of FY2020. Despite this increase in 
public debt, the risk of Nepal falling 
into debt distress remains low. The 
total public debt, which was 27.2% of 
GDP in FY 2019, is projected to reach 
46.7% of GDP by FY 2022 as per the 
World Bank’s Nepal Development 
Update 2021 report.
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Budget  Highlights:

On 29 May 2021, the government of Nepal unveiled the annual budget for FY 2021/22, with a total budget size 
of NPR 1647.57 billion (USD 13.68 billion), which is 11.73% higher compared to the FY 2020/21 budget of 
NPR 1,474.64 billion (USD 12.25 billion). Out of the total budget, NPR 678.61 billion (USD 5.64 billion) has 
been allocated for recurrent expenditure, NPR 347.26 billion (USD 2.88 billion) has been allocated for capital 
expenditure, and NPR 207.97 billion (USD 1.73 billion) has been allocated for financing purposes. NPR 386.71 
billion (USD 3.21 billion) has been allocated as the fiscal transfer. As for the source of financing, the government has 
set a target of collecting NPR 1,002 billion (USD 8.32 billion) through tax and non-tax receipts, NPR 63.37 billion 
(USD 526.3 million) through foreign grants, NPR 309.2 billion (USD 2.57 billion) through loans, and NPR 250 
billion (USD 2.08 billion) through domestic borrowing.

With the second wave of the COVID-19 pandemic ravaging the country’s health system and shattering the economy 
once again, the government, as in the previous FY, has tried to prioritize the control of the COVID-19 crisis and 
economic recovery through this budget.

Figure 3: Nepal Budget for FY 2078/79

COVID-19 Control and Treatment: The government has allocated NPR 37.53 billion (USD 0.31 billion) for the 
control and treatment of COVID-19. NPR 26.75 billion (USD 0.22 billion) has been allocated for the procurement 
of COVID-19 vaccines. NPR 4 billion (USD 33.22 million) has been allocated for the procurement of medical 
equipment and testing kits. Likewise, the government plans on providing a capital grant of 50% to hospitals for the 
installation of oxygen plants and a 50% waiver on electricity fees for oxygen production throughout the COVID-19 
crisis period. Moreover, VAT, Customs duty, and Excise duty have been exempted for the import and distribution of 
oxygen cylinders, concentrators, and liquid oxygen.

COVID-19 Relief Measures: The government has announced a 20% discount on daily groceries purchased from the 
Food Management and Trading Company and Salt Trading Company throughout the lockdown period. Likewise, 
the government has also announced 100% waivers on the consumption of up to 20,000 liters of water and 20 units 
of electricity per month during the lockdown period. License and renewal fees for highly affected businesses such as 
travel & tourism, public transport, entertainment businesses, handicraft businesses, health clubs, beauty parlors, and 
such will be waived for the upcoming FY. The government has also allocated NPR 13 billion USD (107.9 million) 
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for refinancing and concessional loans for SMEs affected by the pandemic. Highly affected businesses are also to be 
levied only 1% income tax, and the loss can be carried up to 10 years. The new budget has also included the provision 
of 50% to 90% income tax relief for businesses based on their annual turnover. Similarly, NPR 1 billion (USD 8.3 
million) has been allocated as funding for startups. Startups will be granted loans of up to NPR 2.5 million (USD 
0.02 million) at a rate of 1%. The budget also ensures waiver of income tax for startups for up to five years.

Health: The government has allocated a staggering NPR 122.77 billion (USD 1.02 billion) budget for Nepal’s health 
sector for the upcoming FY from NPR 90.69 billion (USD 0.75 billion) in the previous year. Owing to the pandemic, 
NPR 5.60 billion (USD 46.51 million) has been allocated for the procurement of medicine and NPR 2.50 billion 
(USD 0.02 billion) for free treatment of various diseases. Likewise, transport allowance for health volunteers has 
been increased to NPR 12,000 (USD 99.67) from NPR 3,000 (USD 24.92). Similarly, the government has allocated 
NPR 1.30 billion (USD 0.01 billion) for the construction of infectious disease hospitals in all provinces. NPR 6.15 
billion (USD 0.05 billion) has been allocated for the expansion of health services in 396 basic hospitals in rural areas. 
NPR 7.50 billion (USD 0.06 billion) has also been allocated for the expansion of health insurance programs at all 
local levels.

Employment and Social Security: The Prime Minister Employment Program (PEMP) has been allocated a budget 
of NPR 12 billion (USD 0.1 billion) to generate an additional 200,000 employment opportunities in the upcoming 
FY. Likewise, NPR 400 million (USD 3.32 million) has been allocated to facilitate employment for 100,000 people 
through skill-based training, and NPR 1 billion (USD 8.3 million) has been allocated to strengthen institutions 
providing technical, vocational, and skill training to generate 25,000 employment opportunities. In comparison to 
the previous FY 2020/21, although the same number of overall employment opportunities have been targeted this 
year as well through an almost similar budget allocation size, the scope of facilitating employment through skill-based 
training has been widened from 50,000 people to 100,000 which is an ambitious target. Further, the budget also 
focuses on increasing the monthly salary of all government employees by NPR 2,000 (USD 16.61). Similarly, the 
government has also announced that youths will be provided loans of up to NPR 2.5 million (USD 0.02 million) at 
a 5% interest rate with their university degrees as collateral.

Under social security, the government has increased all kinds of social security allowances by 33% and has increased 
the senior citizen allowance to NPR 4,000 (USD 33.22) per month. A total budget of NPR 100 billion (USD 0.83 
billion) has been allocated for social security allowances which is an increase of 48% from the previous FY.

Industries: The Ministry of Industry, Commerce, and Supplies has been allocated NPR 13.58 billion (USD 0.11 
billion). The budget for the upcoming FY has sought to provide the remedy to industries affected by Covid-19, 
including tourism, agriculture, and small businesses by providing income tax exemptions from 50 to 90%. As per 
the exemption, enterprises whose annual turnover is less than NPR 2 million (USD 0.02 million) will be eligible for 
90% tax exemption; those whose annual turnover is between NPR 2 million to NPR 5 million (USD 0.02 to USD 
0.04 million) will be eligible for 75% tax exemption; those whose annual turnover is more than NPR 5 million (USD 
0.04 million) will be eligible for 50% tax exemption.

Further, to boost tourism, the government plans on scrapping visa fees for foreigners. The excise duty on Electric 
Vehicles (EV) has also been abolished and the customs duty has been reduced. Likewise, the government announced 
tax benefits and free land leasing facilities for the top 10 EV manufacturers to set up factories in the country. NPR 2 
billion (USD 0.02 billion) has been allotted for industrial infrastructure development.

Agriculture: The government allocated a total of NPR 45.09 billion (USD 0.37 billion) for the agriculture sector in the 
upcoming FY. NPR 7.98 billion (USD 0.07 billion) was allocated to the Prime Minister Agriculture Modernization 
Project. NPR 12 billion (USD 0.1 billion) has been allocated as a grant for the production of chemical fertilizers and 
made provisions to avail up to 50% capital grant for pesticide factories. Subsidies on seeds have also been announced. 
The budget also envisions establishing agricultural markets and E- Haat Bazaars in every province and farming cash 
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crops around highways which is a bold and arduous move.

Education: The Ministry of Education, Science and Technology (MoEST) has been allocated a budget of NPR 
180.04 billion (USD 1.5 billion) for the coming FY, indicating a 4.8% increase from the previous FY. Within this, 
NPR 10 billion (USD 0.08 billion) has been allocated for the “President Education Reform Program”, while NPR 
8.73 billion (USD 0.07 billion) has been allocated to expand the mid-day meal program to benefit 3.5 million 
students. The government also announced the “One health worker in each school” campaign considering the impact 
of the COVID-19 pandemic on the education sector.

In addition to these sectors, the government has also focused on other sectors and programs including:

• NPR 15.34 billion (USD 0.13 billion) has been allocated for the expansion of the East-West Highway.

• NPR 10.03 billion (USD 0.08 billion) has been allocated for Railway development.

• The Kathmandu-Terai fast track has been allocated NPR 8.15 billion (USD 0.07 billion).

• The upgrading of the postal highway will be allotted NPR 6.39 billion (USD 0.05 billion).

• The construction and renovation of airports have been allocated a budget of NPR 20.31 billion (USD 0.17 
billion).

• NPR 43.54 billion (USD 0.36 billion) has been dedicated to the water supply network.

• NPR 3.20 billion (USD 0.03 billion) has been allocated for the restoration of the Madan Bhandari highway.

• The government has also planned to create a central park from Narayanhiti to Tripureswor (Greater Tundikhel 
project).

• Waiver of renewal of road tax for EVs for the next five years, and full replacement of fossil-fuel vehicles in the 
next 10 years.

The new budget focuses largely on addressing the control and treatment of COVID-19 with emphasis on procuring 
vaccines, building the necessary infrastructure, and ensuring the availability of medical supplies including oxygen. 
Similar plans were made in the previous budget as well, but the progress was very disappointing. Considering that, 
although a huge chunk of the budget has been allocated for vaccine procurement, it is not clear how the government 
plans of procuring them. Thus, it may become challenging for the government if plans are not laid out from the start.

On the economy and business front, the relief measures for COVID-19 affected businesses have been welcomed 
by the private sector. The government’s decision to increase the amount of income tax exemptions, the attempt to 
provide relief to the tourism sector, refinancing facilities and concessional loans, plans to encourage startups, and the 
decision to promote EVs can be regarded as commendable. However, the NPR 12 billion (USD 0.1 billion) budget 
for the PEMP has been skeptical, as many believe that this budget could be misused and has a high chance of turning 
out to be unproductive as in the previous years. Likewise, the budget also seems to have missed out on relief measures 
for the informal sector and daily wage workers, which can also be considered as one of the major weaknesses of the 
budget.

While the government’s decision to ban plastic bags below 40 microns, and to replace fossil-fuel vehicles within the 
next decade is appropriate, even though hard to achieve, its announcement of pursuing the mining sector as a means 
to reduce trade deficit would bring adverse implications environmentally, socially as well as economically.
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OUTLOOK“
Disruption in business activities due to the pandemic induced lockdowns and the need for greater government 
expenditure to combat the pandemic have led to a precarious situation wherein greater government expenditure 
is required at a time of weak revenue collection. This has led to a widening fiscal deficit and public debt. With the 
status of country’s exports remaining subpar, only a reduction in imports and an unexpected increase in remittance 
inflow can lead to a balance in the country’s current account balance and foreign exchange reserves.

The annual budget for the FY 2021/22 seems quite ambitious and while there are a lot of positive aspects that the 
budget has addressed, the endorsement might be quite challenging. Another difficult challenge can be seen as achieving 
the government’s economic growth rate target of 6.5%. With elections scheduled in six months, many experts are 
skeptical about the endorsement of such a huge budget. There is also the possibility of a third wave of COVID-19 if 
the vaccination is not expanded soon. With prohibitory orders still in place, the private sector would not be able to 
expand trade, which would put immense pressure on the collection of revenue. Therefore, the government needs to 
first expand its vaccination drive and create an environment where the private sector can work smoothly. If the private 
sector can work smoothly the economic growth expected by the government might be achieved.
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AGRICULTUREAGRICULTUREAGRICULTURE

The role of agriculture in the post-pandemic recovery has been reiterated and justifiably 

so. However, the immense potential of the sector would not materialize until and unless 

agriculture mechanization is prioritized. On a different note, local farmers are experimenting 

with cultivation of new crops at higher altitudes where temperatures are rising.

Efforts towards agricultural self-
reliance: Lawmakers taking part 
in the Committee of Industry, 
Commerce, Labour, and Consumer 
Welfare on April 4, 2021, demanded 
amplified effort to commercialize 
the agriculture sector given how 
the country is heavily dependent 
on agriculture imports. Some of 
the parliamentarians also expressed 
discontent at the government’s 
decision to open the sector for foreign 
investment citing that such investment 
at the moment was unnecessary and 
even counterproductive.29 

National Food Bank opened: To 
promote organic production, the 
Office of National Food Bank has 
been set up in New Baneshwor, 
Kathmandu. Operating under the 
slogan “Sustainable Agriculture 
for Nutrient-Rich Food”, this 
initiative has been endowed with the 
investment of NPR 1.2 billion (USD 
16.6 million). Shankar Nath Upreti, 
the chairperson of the bank, has also 
mentioned the plan of issuing an initial 
public offer (IPO) soon. The bank 
has begun agricultural production in 
13 districts, in the likes of Chitwan, 
Jhapa, and Kailali, while the other 
23 districts are also preparing for the 
phasing in of the bank-led production 
within the current fiscal year.30 

Nepal’s largest vegetable market 
opened in Bhaktapur: Suryabinayak 
Green Agriculture Wholesale Market, 

the largest vegetable market in the 
country, has begun its operation. 
With the investment of NPR 320.26 
million (USD 2.66 million), the 
market covers an area of 35 ropanis 
and consists of 750 stalls in total.31  

Cold storage facility built with 
funding from India: Rapti Cold 
Storage facility with the capacity 
of 3200 metric tons in Lahami was 
built through the joint funding of 
NPR 42.54 million (USD 0.35 
million) from the Government of 
India, the Government of Nepal, 
and Former’s User Group. This 
facility was constructed to increase 
farmers’ income by prolonging “the 
commercial value of their agro-
produce”.32

Food insecurity amid the pandemic: 
The COVID-19 pandemic has sparked 
a hunger wave across the country with 
a survey of 4416 households showing 
inadequate food consumption among 
16.8% of households and shortage of 
food stocks among 2.7%. Similarly, 
43% of the children population 
(6-23 months old) failed to intake 
the required level of nutrition. In 
terms of the province, the highest 
incidence of food insecurity was 
observed in Karnali Province (4.7% 
of households), Province 2 (3.8%), 
Gandaki Province (2.7%), and 
Sudurpaschim Province (2.5%).33

Bird flu found in Surkhet: There has 

been a case of bird flu in Surkhet’s 
poultry farm in Birendranagar 
Municipality, which was confirmed 
at the central livestock disease 
laboratory. Necessary measures have 
been taken at federal, provincial, and 
local levels to contain the disease by 
precluding the supply of infected 
chickens. In this regard, a total of 279 
chickens and 102 pigeons have been 
culled along with the destruction of 
22 eggs and 31 kg feed.34 

Fertilizer imported from Bangladesh 
under G2G model: 30,500 tons of 
fertilizers have been imported into the 
country from Bangladesh under the 
government-to-government model 
hitherto. The bilateral agreement 
of importing 50,000 tons had been 
made between Bangladesh and 
Nepal back in December 2020. The 
remaining 19,500 tons under this 
agreement will be imported by the 
end of April 2021 as maintained by 
the Agriculture Inputs Company 
(AIC). This agreement materialized 
as a result of severe fertilizer shortages 
faced by the farmers at the onset of 
planting season in June 2020. At 
the moment, the annual demand for 
fertilizers exceeds 700,000 tons while 
the current stock stands at 17,000 
tons.35 

Drought affects winter crops: The 
forecast of low precipitation until May 
has raised concerns over the possible 
ramifications on the cultivation of 
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field crops. The post-monsoon and 
winter season puts the cultivation of 
winter crops under massive strain due 
to the long dry spell during this period 
which results in acute drought across 
the country. Such recurring incidences 
of drought adversely affect winter 
crop production consequently leading 
to food insecurity as well as leaving 
farmers financially vulnerable.36 

Gulmi’s community school offers 
a course in agriculture: Malika 

Secondary School had started 
providing a three-year Agriculture 
Science course last year to encourage 
greater participation in the 
agriculture sector and discourage 
foreign employment. The school had 
managed to accumulate around NPR 
4.82 million (USD 40,000) last year 
through educational and religious 
fairs. With the financial assurance from 
the local government, the community 
school decided to introduce the 
“diploma course in agriculture”. The 

school has also acquired 20 ropanis of 
land to give out practical lessons on 
agriculture. According to Rit Bahadur 
Thapa, the chairman of Malika Rural 
Municipality, the municipality is 
planning to gradually integrate such 
technical courses in other educational 
institutions in the coming years.37 

Budget Highlights:

• Modernization and commercialization of agriculture will be the primary driver of the thriving economy.

• NPR 45.09 billion (USD 0.37 billion) has been allocated towards agriculture and livestock development.

• The efficacy of the “Prime Minister Agriculture Modernization Program” will be intensified.

• Legal provisions will be made to lease barren land and unused government agriculture farm to private entities 
for commercial farming. 

• Subsidies for chemical fertilizers have been increased to NPR 12 billion (USD 99.67 million). 

• Developing and operating each agriculture farm of all provinces as “Center of Excellency” to extend theoretical 
and practical knowledge regarding the modernization of agricultural production over two years.

• Districts in the mountainous region will be granted a 50% subsidy for the purchase of apple seeds. 

• NPR 7.6 billion (USD 63.12 million) has been allocated to allow concessional loan flow for the development 
of agriculture-related enterprises and value chains. 

• Sikta Irrigation Project, which is expected to be completed in the next to years, to receive NPR 1.56 billion 
(USD 12.96 million).

• The government has waived customs duty on the import of machinery, equipment, and parts used in tea, jute, 
film, pashmina, hatchery industry, and agriculture and nursery farms.

OUTLOOK“
Considering the crucial role of mechanization in attaining the productive agriculture sector, the low rate of 
mechanization should raise concerns among affiliated government agencies and push them to escalate the effort 
in equipping the farmers with necessary, sufficient tools. For Nepal to become self-reliant in agriculture, a 
potential that it certainly possesses, the government needs to be more proactive in driving the modernization and 
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commercialization of this sector. 

Accurate and early forecasting of droughts through rigorous scientific research has become necessary to help farmers 
prepare for such unfavorable weather and cope accordingly. In fact, with food insecurity and poor nutrition on the 
rise due to the pandemic, there is a pressing need to eliminate the risk of an excessive drop in the cultivation of food 
crops.  

The budget has allocated a generous amount to the development of the agriculture sector. The provision it has made 
to educate farmers on the modern approach to agricultural production is crucial in bringing enduring transformation 
within the sector. However, the budget fails to address the ongoing climate crisis and its impact on the sector. While 
modernization of agriculture may entail climate-resilient farming and agricultural production, necessary provisions 
for those affected by adverse climate should be made to retain and also encourage participation in the agriculture 
sector.  
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Despite the on-going pandemic, the energy sector has received a positive transformation. 

Nepal has been able to make successful agreements with General Electric (GE) and Bharat 

Heavy Electricals Limited (BHEL) for upgrading and maintaining consistent supply of electricity. 

A feasibility study to extend the Motihari- Amlekhgunj oil pipeline to extend to Chitwan has 

been conducted. Nepal annually spends NPR 6 billion  (USD 49.8 million) in transporting 

fuels into the country with the government’s plan to extend the pipeline to Chitwan and (in 

future) to Kathmandu might help in saving transportation costs. However,  the energy sector 

has also seen certain downfalls. Nepal Oil Corporation (NOC) hiked the prices of petrol and 

diesel recording it as one of the highest prices for fuel in past seven years. The increase in 

price is likely to make domestic products less competitive which might further worsen the 

trade balance. Besides this, Budhi Gandagi which was supposed to be Nepal’s largest hydro 

power project has failed to start its operation questioning the government’s ability to manage 

the establishment of huge hydropower projects in Nepal.

Nepal Electricity Authority (NEA) has 
contracted GE Renewable Energy’s 
Grid Solutions to upgrade three gas-
insulated substations: The capacity 
of substations in Khimti, Barhabise 
and Lapsiphedi will be increased from 
220kV to 400kV as Nepal Electricity 
Authority (NEA)  has contracted GE 
Grid Solutions to upgrade three gas-
insulated substations. The substations 
will help produce a consistent supply 
of electricity, especially to households 
outside Kathmandu that currently do 
not have access to the national grid. 
The project will also allow Nepal to 
trade excess energy with neighboring 
countries.38

NEA to order electro-mechanical 
work from BHEL: The Raghuganga 
Hydropower Limited (RGHPL), 
a company 100% owned by NEA 
has placed an offer to BHEL for 
electro-mechanical works for 40MW 

Rahughat Hydroelectric Project in 
Nepal. This is the second consecutive 
success for BHEL in the hydropower 
sector of Nepal. The project is majority 
funded by EXIM Bank of India in the 
form of a soft loan, along with funding 
from NEA and the Government of 
Nepal.39

Industries in Bhairahawa face 
uncertainty in production due to 
insufficient electricity: Medium 
and large factories in Bhairahawa 
have been forced to cut down their 
production since mid-March 2021 
due to insufficient electricity. As a 
result, the factories have been forced 
to increase their cost of production 
and are facing problems of paying 
daily wages to the laborers.  Frequent 
tripping of circuit breakeNPRdue to 
unreliable distribution and old and 
weak local transmission systems are 
the main reasons behind insufficient 

electricity.  The existing transformer 
capacity in the Bhairahawa–Lumbini 
Industrial Corridor is 20MVA, while 
a 23MVA power transformer is 
needed.40

Highest prices for fuels in the past 
seven yeaNPRhave been recorded 
due to the recent surge in its prices 
by Nepal Oil Corporation (NOC): 
The prices for petrol and diesel have 
increased by more than 20% in the 
past one year after NOC hiked the 
fuel prices again on Sunday (4th April, 
2021). The new prices have been 
recorded as one of the highest prices 
of the fuels in the past seven years. 
NOC raised the prices of petrol and 
diesel each by NPR 2 (USD 0.01) 
per liter to NPR 120 (USD 0.99) per 
liter and NPR 103 (USD 0.85) per 
liter, respectively. For the price of the 
petrol that stood at NPR 96 (USD 
0.79) per liter a year ago, the price 
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OUTLOOK“
In the last quarter, Nepal has seen to be working to build a consistent power supply. But, it apart from this, it should 
also focus in expanding the electricity production capacity as a whole. The country has been experiencing a rise in 
electricity demand. According to a research, the installed capacity requirement will reach up to 18,000MW45 by 
2025, which is more than double of what Nepal is producing now (8,600 MW)46 hence, proving the need for new 
hydroelectricity power plants. The Budhi Gandagi hydro electricity project which was supposed to be providing 
electricity by 2022 has not come in operation yet. Instead of trying to build huge power plants, the government 
can focus in establishing smaller projects like the Dordikhola hydro electricity project which has proved that smaller 
projects which will require lesser capital and can be easily managed by local construction companies is far more 
realistic then aiming for huge ones. Similarly the country’s petroleum demand has been increasing by 10%47 annually. 
Nepal has witnessed 90% rise in fuel consumption then it did five years ago48. The government’s current plan to 
stretch the oil pipeline may reduce the freight charges and could build consistent supply of fuel but it may not entirely 
suffice the current demand. The solution for this can be switching to cleaner energy resources. Nepal can swap the 
fossil fuel with clean energy vehicles in order to balance the increasing49 demand. 

has increased by 25%. For diesel that 
costs NPR 85 (USD 0.70) per liter in 
April 2020, the price hike is around 
22%.41

Motihari-Amlekhgunj Oil pipeline 
to extend till Chitwan: A feasibility 
study for the 69-km long Amlekhgunj 
oil pipeline to extend till Chitwan 
has been conducted by NOC. 
The pipeline is expected to help 
reduce petroleum leakage, theft and 
adulteration and save transportation 
prices. The proposed pipeline is going 
to be 62 km long. The government 
further plans to extend the pipeline 
from Chitwan to Kathmandu.42 

Nepal’s largest hydro power project 
still at halt:  The Budhi Gandaki 
hydro project which was supposed to 

be supplying 1200 megawatts (MW) 
of electricity by 2022 is still at halt. 
The project planned to build a dam 
266 metres high (one of the world’s 
10 tallest) providing steady flow of 
3.38 billion units of electricity every 
year i.e. double the current electricity 
supply. The contract was given to 
China Gezhouba Group Corporation 
in 2018. Nepal government has not 
been able to receive a clear reply 
from the company yet. Nepali energy 
sector experts have widely criticized 
the project  becoming financially 
unviable due to the falling costs of 
other renewables, such as wind and 
solar.43

Dorikhola hydroelectricity project 
to generate electricity commercially 
by mid-July 20201: The Dordikhola 

Hydroelectricity Project in Lamjung 
is expected to generate electricity from 
mid-July 2021. The 27 megawatt 
hydroelectricity project which is 
being constructed by Himalayan 
Power Partner Ltd. (HPPL) has 
signed a power purchase agreement 
with the NEA to sell electricity by 
the second week of July. The NRN 
Investment Limited, established by 
non-residential Nepalis, will cover 
35.7% of the cost, IME Group will 
cover 34.3% of the cost and the 
remaining 30% will come from local 
investment.44
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The review period highlights the squandering picture of the construction sector in various 

parts of the nation. While some construction projects, such as that of petroleum pipelines and 

cable cars, have faced somewhat positive and persistent efforts, the same is not the case for 

others. Numerous projects related to road construction, dry ports, construction of buildings, 

and others have been delayed majorly due to lack of workers, supply-chain disruptions, 

inability of the contractors to pursue the undertaken project, and other such reasons.

Completion of feasibility study of 
extending Motihari-Amlekhgunj oil 
pipeline: Nearly a year and a half ago, 
a cross border pipeline from Motihari 
in India to Amlekhgunj became 
operational. This 69 km pipeline, 
which brings gasoline, was in talks of 
being extended to Chitwan. Following 
this, a joint technical study group of 
Nepal Oil Corporation (NOC) and 
its supplier Indian Oil Corporation 
(IOC) concluded a feasibility study 
for the extension of the pipeline and 
successfully submitted the study 
report to the Ministry of Industry, 
Commerce and Supplies.50 

The report states that the proposed 
pipeline will be 62 km in length and 
will cost NPR 4 billion (USD 33.22 
million). Likewise, the entire project 
is estimated to cost a total of NPR 
14 billion (USD 116.27 million), 
including building associated 
infrastructure for the pipeline. The 
extension of the pipeline was first 
considered because of the growing 
gasoline consumption of Nepali 
people. As per a report published by 
the Central Bureau of Statistics (CBS) 
in 2019, Nepalis consumed 90% more 
fuel than they did five years earlier, 
which was adding to the trade deficit 
as well as causing environmental 
consequences. Besides, according to 

the experts at NOC, this increase in 
consumption also simultaneously 
increased the petroleum demand by 
10% annually despite the regular 
supply of electricity. Thus, with the 
extension of the pipeline, NOC 
intends to bring petrol in Nepal within 
this year. Further, it also expects to 
reduce oil transportation charges that 
NOC pays to private tankers. 

Construction of Rasuwa dry port 
halted since a year: In April 2015, 
the governments of both Nepal and 
China had signed a Memorandum of 
Understanding (MoU) to construct 
the dry port in Rasuwagadhi as this 
border point was gaining a lot of 
momentum and was being highlighted 
as one of the major customs points 
along the Northern border. 

Following this, on May 12, 2019, 
Nepal Intermodal Transport 
Development Board (NITDB) 
signed an agreement with Tibet 
Fuli Construction Group Company 
Limited to build the inland container 
depot at Timure in Rasuwa district. 
The executive director of the board had 
confirmed that the Chinese company 
was to complete the facility in 30 
months, i.e., by May 2022. However, 
in the wake of the coronavirus 
pandemic, the construction work has 

been halted. The contractor of the 
company and the workers have stayed 
away and have agreed to continue the 
work after getting vaccinated. But the 
workers who had left for China to get 
vaccinated have not returned in over 
three months. Moreover, since Nepal 
is yet to vaccinate its citizens, the 
contractor has not given any word to 
the NITDB either.51 

Only 10% of the work has been 
completed and despite strenuous 
efforts from the board, it has not 
received any updated plans/timeline 
from the company until now. Thus, 
the NITDB is unsure about the 
project completion date, time, and 
cost.52 

Cable car in Bandipur to be 
operated in six months: According 
to the Bandipur Cable Car Private 
Limited, the cable car in Tanahun, 
which was under construction since 
early Dashain in 2020 (2077 BS,) 
will be brought into operation within 
six months this year. The cable is 1.6 
km long and will have 12 towers. 
The 12-storey upper-tower will have 
a hotel with a capacity of 66 rooms, 
providing a view tower, a swimming 
pool, and three lifts. Likewise, the 
cable way project is estimated to 
cost NPR 2.6 billion (USD 21.59 
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million), with 80% stake from the 
promoters and 20% from the locals.

The executive proprietor has 
confirmed that 90% of the work at 
the lower station has been completed, 
while 50% in upper station of 
Bandipur is yet to be completed. 
Nearly 150 workers have been working 
in the construction of the cable way 
project. This indicates that as much as 
operating the cable car has a potential 
of attracting tourists at a much-
needed time now, it is also providing 
employment opportunities to the 
locals in the community. Further, 
employment can be generated after 
the implementation of the project, 
contributing to the economy of the 
nation.53 

Numerous projects in west 
Nawalparasi behind schedule: 
According to the government officials 
of Nawalaparasi district, most of 
the infrastructure and construction 
projects in the western part of the 
district are already overrunning their 
costs and completion time as project 
contractors repeatedly keep extending 

the completion deadline. Because of 
this, most of the projects are running 
behind schedule. For instance, the 
government of the district had invited 
bids to widen the 1.5 km road of 
the district. After the tenders were 
evaluated, the contract was awarded 
to Mahalakshmi-Sunkoshi Worldwise 
JV Kathmandu. The starting date for 
the project was June 2017 and NPR 
160.80 million (USD 1.33 million) 
was its estimated cost. However, the 
contractor started the work only 
three and a half years after signing the 
contract. Up until mid-January 2021, 
only black-topping of the road had 
been finished.54

The Provincial Urban Development 
and Building Construction states that 
as per the law, the government can 
extend the contract period by 50% at 
the most, but if it fails to deliver even 
after this, the contractor has to pay the 
compensation to the project owner. 
Given that Mahalakshmi-Sunkoshi 
Worldwise had stopped the work 
twice, this leaves the government in 
no position to extend their deadline. 
Numerous other projects have gone 

through the same fate, causing the 
locals to suffer as they have to travel 
over dusty and potholed roads.

India inaugurates two projects in 
Nepal: According to official releases, 
India has inaugurated two projects in 
Nepal through a grant assistance of 
NPR 89.2 million (USD 0.74 million) 
provided by India to Nepal. One of 
the projects, the newly upgraded 
Fateh Bal Eye Hospital in Nepalgunj, 
was inaugurated on April 4, 2021, at 
a cost of NPR 46.64 million (USD 
0.38 million). It has a general ward, 
private ward, operation theatre, 
training hall, doctors’ quarters, and a 
drainage system. Likewise, the other 
project, the newly built Rapti Cold 
Storage Building in Lamahi Bazar of 
Lamahi, was inaugurated on April 
05, 2021, through a joint funding by 
the Government of India with NPR 
42.54 million (USD 0.35 million) 
and the Government of Nepal. It 
is a 3,200 metric ton capacity cold 
storage facility equipped to preserve 
vegetables, fruits, and perishable 
agricultural produce to help farmers 
of the area.55

Budget Highlights :

Out of the total federal budget amount, the Government of Nepal has allocated NPR 2.77 billion (USD 23 million) 
for the development of industrial infrastructure. Some of the provisions of the budget are as follows:

• A total of NPR 15.34 billion (USD 127 million) has been allotted for East-West Highway expansion given 
the need for strengthening transportation networks. Last year, the East-West Highway expansion/up-gradation 
was allocated NPR 19.18 billion (USD 159 million). 

• The budget has devoted NPR 10.03 billion (USD 83 million) to railway development.

• In line with the priority of construction of quality air infrastructures in last FY’s budget 2020/21, the new 
budget has also taken into account the importance of building and renovating airport infrastructures, and 
hence, it has allocated NPR 20.31 billion (USD 168 million) for the same. 

• The water supply network has been dedicated to an amount of NPR 43.54 billion (USD 361 million). 

Besides, one of the key things to note is that the upcoming budget has canceled the Local Infrastructure Development 
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OUTLOOK“
The construction sector of Nepal has been facing a grim picture as the coronavirus pandemic has disrupted the 
progress the sector had achieved up until now. As depicted in the review period, while some construction projects 
have been completed and even aided through bilateral ties, numerous others have been halted. Besides the ones 
mentioned in the review period, there have been reports that state how several major infrastructure projects under 
construction in Nepal could possibly face completion delays of up to 18 months or more as a result of the COVID-19 
outbreak.56 Major reasons cited behind the delay in the wake of COVID-19 are absence of Chinese workers, supply-
chain disruptions, and unavailability of workers as well as equipment. Likewise, lack of adequate needs assessment, 
poor procurement planning and preparation, lack of budget, untimely payment, conflict of interest, corruption, and 
poor monitoring and supervision of projects are some of the other reasons that have been hindering infrastructure 
projects in Nepal for a long time. Thus, evidently, the problems in the infrastructure sector are persistent.

Considering this, it is crucial for the government of Nepal to reflect upon the challenges and hurdles faced by this 
sector and develop strategies to overcome them. One way in which this can be done is by making sure contractors are 
paid as due and on time. This will not only encourage them to bid for projects but also incentivize them to finish the 
undertaken projects on time. 

Similarly, public entities involved in the infrastructure sector need to be proactive in terms of planning. For instance, 
in the case of road construction projects, a majority of the contractors have been enraged by the fact the public 
entities delay the site clearance, make mistakes in designing, are careless in pre-assessment, etc.; because of this, the 
contractors have to pay fines as the projects are doomed to be delayed. So, if concerned authorities are encouraged 
and made accountable in doing their part, it can prevent further delays in the process.

All in all, for the infrastructure sector to achieve its potential and complete the construction of infrastructure projects, 
the above mentioned as well as many other areas of improvement have to be explored. It would also entail coordination 
with private sector to upgrade skills of the workers, streamline procedures, processes, etc. 

Partnership Programme that was undergoing debates and revisions quite often. The said program aimed to allow 
federal lawmakers to spend a budget on the projects they deemed suitable in their respective constituencies. The 
reason for doing this has been attributed to the need for more budget to tackle the COVID-19 pandemic-related 
costs. 



DOCKING NEPAL’S ECONOMIC ANALYSIS28 NEPAL
ECONOMIC 
FORUM

INFORMATION AND 
COMMUNICATION TECHNOLOGY

INFORMATION AND 
COMMUNICATION TECHNOLOGY

The COVID-19 pandemic has highlighted the vital role that telecommunications (telecom) 

infrastructure plays in keeping corporations, governments, and communities linked to each 

other and going. Given the rapid spread of COVID-19 and the rise in the number of countries 

implementing travel restrictions, our everyday lives have necessitated us spending more time 

at home and using more internet data use work and leisure, thus putting a strain on the 

telecom industry. Telecommunications companies (telcos) are concentrating on improving 

network resiliency and assessing how COVID-19 would affect their future investments, 

especially in 5G. Telcos are also making improvements to support consumers, who need 

networking services more than ever during this time. In some countries, internet data is being 

used as a tool to track and contain the spread of the virus.

5G network testing to being in 
four Nepali cities: The Ministry of 
Communications and Information 
Technology (MOCIT) of Nepal 
has announced that 5G network 
testing will begin in Kathmandu, 
Pokhara, Birgunj, and Biratnagar in 
the near future. The National Radio 
Frequency Policy Determination 
Committee has approved the tests. 
The Nepal Telecommunications 
Authority (NTA) has proposed 
using low-band spectrum (700MHz, 
900MHz, 2300MHz, and 
2600MHz), mid-band spectrum 
(3300MHz, 3400MHz, 3600MHz. 

and 4100MHz), and high-band 
spectrum (26GHz), and NTA will 
now determine which frequencies 
will be assigned to operators for 5G 
services.57

Increasing access to 
telecommunication and data 
services: The NTA recorded the 
tele-density of the country at 131% 
with 811,850 fixed line subscribers 
(2.7%) and 38.7 million mobile 
subscribers (128%). Similarly, the 
number of internet data subscribers 
stood at 25.4 million subscribers. 
The internet penetration rate as of 

mid-February 2021 stands at 84%. 
As shown in Figure 4, the internet 
penetration is largely driven by mobile 
broadband services,  which account 
for approximately 61% of the internet 
penetration, and fixed broadband 
(wired & wireless), which contributes 
to 22% of the internet penetration.58

Market share of telecom operators: 
As shown in Figure 5, the market 
leader Nepal Telecom (NTC) 
recorded a total of 21.2 million (GSM 
& CDMA) subscribers, while Ncell 
had 16.09 million GSM subscribers.
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Nepal Rastra Bank grants NTC 
mobile money license: Nepali 
Digital Payment Company, a joint 
venture between state-owned telecoms 
provider NTC) and Rastriya Banijya 

Bank, has been granted permission 
to operate a mobile money service by 
Nepal Rastra Bank. The company will 
use NTC’s mobile number as a digital 
wallet, enabling customers to use their 

mobile balance for digital transactions 
such as money transfers and bill 
payment.59 

Figure 5. Telecom Operator Market Share

Figure 4. Growth trend of voice telephone and data service penetration

Note: NTC stands for Nepal Telecom, STPL stands for Smart Telecom Pvt. Ltd.
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OUTLOOK“
Network usage is increasing with many telcos reporting significant increases in voice and internet data traffic. Network 
reliability is an ongoing focus of telcos. Network infrastructure in Nepal is witnessing spikes in dropped-call rates 
and lower audio quality. Telecom operators and internet service providers will need to invest in new infrastructure 
and bandwidth to ensure reliability of networks. The testing of 5G services comes at a critical juncture when the 
demand for high-speed connectivity is greater than ever. It is expected that the implementation of 5G services will 
reduce the cost of connectivity, and end users can experience ultrafast data speed, lower latency, and better and faster 
connectivity. The telecom sector is all set to guide innovation through the “new normal” as network demands grow 
larger by the day due to the Covid-19 pandemic Consistent connectivity and enhanced customer service can become 
the two key elements for the future of telcos.

Budget  highlights:

Out of the total federal budget of NPR 1.67 trillion (USD 13.87 billion) for the upcoming FY 2021/22, NPR 7.74 
billion (USD 64.2 million) has been allocated to the Ministry of Communication and Information Technology 
(MoCIT). The budget highlights of the ICT sector are as follows:

• Broadband internet services to be expanded to 60% of public schools within the new FY.

• The Minister of Finance also announced the Mobile Device Management System (MDMS). This system will 
allow the authorities to control and enforce the government’s policies on smartphones and tablets.

• To broaden communication and broadband access among the youth, the government will provide a SIM card 
each for people above 16 years of age.

• Nepal Telecom (NTC) customers can now buy a share of the company. NTC will allocate 22% of its share up 
for mobile, landline, and internet customers.
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Although the market underwent some major shocks in the first few months into the pandemic, 

in the last quarter, a gradual boom in the buying and selling of houses and plots of land 

across the country is now anticipated. Over the last quarter, the government came up with 

rules to strengthen the tax policies, has introduced tax e-payment, and has come up with 

varies ways to generate income for the country.

New regulations for land holdings 
for real estate companies: As per 
the new regulations formed by 
the Ministry of Land reform and 
Management (MoLRM) real estate 
companies cannot hold land which is 
more than 100 ropanis (12.57 acres). 
The agro- and forest-based industries 
can hold land of 200–1,500 ropanis 
(25.14–188.56 acres) in the hilly 
region and 50–150 ropanis (6.28–
18.85 acres) in the Terai (lowland) 
region, respectively. Manufacturing 
firms can use land up to 50 ropanis 
(6.28 acres) in hilly and 50 bighas 
(0.61 acres) in the Terai region. 
Hospitals and universities can use 
land up to maximum 300 ropanis 
(37.71 acres).60 

New regulation for confiscated 
properties: The government has 
decided to use confiscated or forfeited 
properties for revenue generating 
purposes, such as leasing or renting 
and using land for farming purposes. 
A new regulation by MoLRM has 
been added to this effect in the Offense 
related to Asset and Goods Act 2070;61 
however, it does not specify when the 

confiscated properties can be used.62

Kathmandu Metropolitan City 
(KMC) to bring homeowners 
and entrepreneurs under the tax 
net: Following the tendency of 
homeowners and entrepreneurs to 
either evade or undervalue tax under 
the existing local laws, the revenue 
department of KMC has expedited to 
bring homeowners and entrepreneurs 
under the tax net.  Some homeowners 
have been renting shutters of the same 
house for different amounts in order 
to show lower payable taxes to the 
metropolis.63

The Government of Nepal (GoN) 
introduces new order on the land 
ceiling: A new order related to 
Exemption on Land Ceiling has been 
established by GoN. According to the 
order, if any company, project, or firm 
requires land that exceeds the ceiling 
on land allowed under the prevailing 
law, the exemption will be granted to 
it based on their eligibility. The firm 
should apply to the Department of 
Land Management and Archives 
(DoLR) along with necessary details 

and documents. After the permission, 
regular monitoring and inspection 
will be done to ensure the land is 
being used as per the pre-defined 
objectives64 

Nepal Trust (NT) loses one years 
rent due to a legal row with Concept 
Developers Private Limited: A 
lease agreement between Concept 
Developers Private Limited, the 
company that built the Kathmandu 
Plaza Building, and NT expired 
in June 2020 after which NT was 
trying to rent out the property to the 
metropolitan city office. The Concept 
Developers filed separate writ petitions 
at the Patan High Court demanding 
a halt to the lease process with the 
Metropolitan City after which the 
High Court issued an interim offer 
in favor of the petitioner. The trust 
failed to lease out the building to the 
city government which resulted in the 
trust losing NPR 55 million (USD 
0.457 million) which the trust would 
have earned as rent by now. 65
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OUTLOOK“
Nepal lacks policies and laws that bind the tenant and the land/house owners. The government should come up 
with standard contracts and should list the minimum/maximum amount the land/house owners can quote for 
their assets. Similar to the e-payment of taxes, the payment of rent generated from assets should be compulsorily 
paid online/electronically. The government can also come up with other strategies to bring the real estate sector to 
normalcy for example bringing big real estate companies to invest in the market. The restriction on land plotting has 
been relaxed initially66 which had given the real estate agents/brokers to haphazardly buy/sell and the lands in the 
city. The government should work towards policies to containing such rampant urbanization in the city.

Budget  Highlights:

Out of the total budget of NPR 1.67 trillion (USD 13.87 billion) for the upcoming FY 2021/22, NPR 8.21 billion 
(USD 68.18 million) has been allocated to the Ministry of Land Management, Cooperatives and Poverty Alleviation 
(MoLCPA).The following covers the budget highlights for the real estate sector:

• Private businesses using state-owned buildings will receive a 50% discount on house rent during the prohibition 
period.

• The government has introduced the Mero Kitta system for land registration and transfer of land ownership via 
electronic medium to be brought into operation in all districts of the country.

• All the land-related works at District Land Revenue Offices will be shifted online. The public will be able to 
register and transfer land ownership through online portals.
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Nepal bhasa made mandatory in 
schools inside KMC: All private and 
public schools inside the Kathmandu 
Metropolitan City (KMC) would 
now have to teach Nepal Bhasa as 
a compulsory subject from Grades 
I to VIII. The KMC officials made 
the decision to make the subject 
mandatory utilizing the authority 
granted by the Local Government 
Operation Act 2017, which allows 
local governments to incorporate 
one subject reflecting the local 
culture, tradition, history, language, 
or any technical education. The new 
subject in the curriculum is aimed 
at preserving Newa cultural values 
by helping young Newa students 
learn their language, art, and culture, 
while helping non-Newa students 
understand the rich Newa culture and 
heritage. Kathmandu Metropolitan 
City (KMC) has started hiring Nepal 
Bhasa teachers for public schools 
and has asked private schools to start 
training teachers for the subject.67 

Three local levels of Solukhumbu 
district announced fully literate: 
Necha Salyan rural municipality, 
Solududhkunda municipality, 
and Thulung Dudhkoshi rural 
municipality of Solukhumbu 
District were announced fully 
literate according to officials at 

the municipalities. In Thulung 
Dudhkoshi rural municipality, 98.5% 
of the residents were announced 
to be literate. According to Asim 
Rai, chairperson of the Thulung 
Dudhkoshi rural municipality, the 
local body had run a literacy campaign 
targeting 916 people between the 
ages of 16 and 60, out of which 902 
people were announced literate even 
though the rural municipality has a 
population of over 22,000 residents.68

Free broadband internet connected 
in 4,179 schools: As of mid-April 
2021, 4,179 secondary schools 
across Nepal had been provided 
with free broadband internet. Under 
the Rural Telecommunications 
Development Fund (RTDF), Nepal 
Telecommunications Authority 
(NTA) initiated 18 projects aiming 
to provide high speed broadband 
internet across rural areas of Nepal. 
A total of 5,225 schools in 702 local 
levels are to receive free internet 
under the program. Almost 80% of 
these schools have been connected to 
broadband internet, with only 1,046 
schools in 88 local levels remaining.69

Government shuts schools amidst 
second wave of COVID-19: The 
Government of Nepal, on the 
recommendation of the COVID-19 

Crisis Management Committee 
(CCMC) decided to shut down 
physical classes for all educational 
institutions in the country on April 
26, 2021, until further notice due to 
the surge in COVID-19 cases.70 The 
Ministry of Health and Population 
had earlier recommended the closure 
of schools in urban areas after 
COVID-19 cases in schoolchildren 
and their families started rising. 
As of early April 2021, 14% of the 
total infections reported was seen in 
children.71 Likewise, the CCMC also 
recommended universities to postpose 
all pre-scheduled examinations as 
well.

SEE and grade 12 examinations 
suspended: The National 
Examinations Board (NEB) on 10 
May 2021 made the decision to 
postpone the SEE and the Grade 12 
examination until further notice; SEE 
was scheduled to start on May 27, 
2021, while the Grade 12 exam was 
scheduled to start on June 9, 2021. 
With the COVID-19 pandemic crisis 
getting out of hand, conducting the 
previously scheduled exams physically 
was out of the question. The decision 
to postpone the exams have brought 
relief to students and parents against 
possible infection risks.72

The education sector of Nepal did not experience significant development during the review 

period. Educational institutions that had slowly started operating physical classes, after over 

10 months of closure, were forced to shut down physical classes once again after the second 

wave of the COVID-19 pandemic hit the nation. All pre-scheduled examination including 

the Secondary Education Examination (SEE) and the Grade 12 examination have been 

postponed until further notice.
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OUTLOOK“
With the COVID-19 crisis spiraling out of control, uncertainty in the education sector seems to be on the rise. 
The prohibitory orders imposed for the control of the second wave of the pandemic has further pushed the future 
of students into uncertainty. The lack of preparedness in terms of increasing virtual learning opportunities for most 
public-school students across Nepal has adversely impacted learning activities. Likewise, the lack preparation from the 
government, the NEB, and the universities towards implementing alternative plans instead of conducting physical 
examinations can also be considered as a reason for the grim outlook of Nepal’s education sector.

Budget Highlights :

 The federal budget for the upcoming FY was unveiled on May 29, 2021, through an ordinance. The Government 
of Nepal allocated a budget of NPR 180.4 billion (USD 1.50 billion) out of the NPR 1.64 trillion (USD 13.6 
billion) national budget for the education sector for the FY 2021/22. The Ministry of Education has received a huge 
portion of the country’s budget (approximately 11% of the total budget). The amount indicates a 5.16% increase as 
compared to the amount allocated in 2020. The major provisions of the budget are as follows:

The government allocated NPR 10 billion (USD 830 million) for the President Educational Reform Program to 
build well-equipped classrooms, computer labs, teacher training, playgrounds, laboratories, and other educational 
infrastructure.  

• The government increased the salary of child development teachers and school staff to NPR 15,000 (USD 
124.59).73

• NPR 8.73 billion (USD 725 million) has been allocated to expand the mid-day meal program to benefit 3.5 
million students. 

• The government announced the “One health worker in each school” campaign. 

• The budget includes arrangements for scholarships to protect the right to education of economically and 
socially marginalized and endangered communities including Chepang, Raute, Badi, Majhi, Musahar, persons 
with disabilities, families of martyrs, conflict victims, families of Covid-19 victims, and HIV / AIDS infected 
children.74

In a COVID-19 world, it is not easy for school teachers to adapt to a new virtual format of teaching as they have 
to adopt new technological knowledge to connect best with their students. Thus, in terms of the federal budget, the 
increase in the salary of child development teachers is a good way to incentivize better quality of online education. 
Additionally, the low-interest rate (1%) on laptop loans for students is a much-needed measure. The COVID-19 
pandemic has changed the face of education (at least temporarily) and has made it almost impossible for students 
to learn anything without a laptop. This could cut off underprivileged students’ access to virtual education and 
consequently widen the gap between the rich and the poor. However, rather than providing concessional low-interest 
loans to students for the purchase of laptops, the government should provide free laptops/tablets to all students 
who cannot afford them so that they are not disheartened from further pursuing an education. Moreover, while the 
increase in salaries of child development teachers is a positive step, NPR 15,000 is a low amount and there is some 
scope for improvement. Finally, the increase in the allocation of funds to the President Educational Reform Program 
from last year’s NPR 6 billion (USD 49.8 million) to the new NPR 10 billion (USD 83 million) doesn’t seem 
necessary at the moment, especially when the country is in lockdown and students are attending classes from home. 
This expenditure should be implemented when the country is back to normal, and for now, the money should be put 
towards the health sector to vaccinate as many people as fast as possible.
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The Government of Nepal has initiated the process to procure vaccines and medical supplies 

in a Government-to-Government (G2G) deal with China, while also opening talks with 

concerned stakeholders from other countries through official and diplomatic channels. The 

procurement of COVID-19 vaccines from India, however, has been bought into limelight due 

to certain private sector businessmen engaging in unethical practices due to disagreement 

with the government in regard to procurement commission. The order for medical supplies 

from China by private businesses has also hit roadblocks due to price hikes and long delivery 

timelines by the Chinese manufacturers.

Procurement of vaccines in a G2G 
deal from China:  Government of 
Nepal has initiated the process to 
import 20,000 oxygen cylinders and 
100 ventilators from China through 
a G2G agreement. During a joint 
video conference with China’s state 
councilor and  foreign minister on 
April 27, 2021, China agreed to 
provide Nepal with an additional 
grant of medical equipment and 
materials equivalent to NPR 92 
million USD (0.764 million).75 
Currently, Nepal requires 72,000 
oxygen cylinders to be refilled a day, 
but the country’s 22 oxygen plants 
can only fill 18,000 cylinders a day.76 
A Nepal Airlines plane flew to Beijing 
on May 10, 2021, to bring 2,000 
oxygen cylinders and 100 ventilators 
as part of the first stage of the G2G 
agreement.77

Price hike and longer delivery time 
for medical supplies from China:  
Nepali orders for COVID-19 supplies, 
such as oxygen concentrators and 
pulse oximeters, from China have hit 
a roadblock owing to increased prices 
and time taken for delivery. With 

increasing global demand, the Chinese 
companies have increased the price of 
the medical goods and have extended 
their delivery timeliness as well. In 
normal circumstances, an oxygen 
concentrator of five liters capacity 
would have cost NPR 54,180 (USD 
450) per piece. However, the price 
has now been hiked to NPR 69,832 
(USD 580) per piece, excluding 
transportation charges by the Chinese 
counterparts. The price of the 
oximeter has also been increased from 
NPR 963.2 - 1,204 (USD 8 per piece 
to USD 10). Nepali suppliers allege 
that since the demand from India and 
other countries for medical supplies 
is high, the Chinese companies have 
prioritized the fulfillment of these 
larger demands first.78

The embassy of Israel in Nepal 
donates medical supplies to 
Kathmandu hospitals: The Embassy 
of Israel in Nepal donated Arterial 
Blood Gases (SBG) machines and 
patient monitors to the National 
Trauma Center (NTC) in response 
to the COVID-19 pandemic. 
Ambassador Hannan Goder visited 

the hospital on April 13, 2021, to 
handover the medical equipment 
and also held discussions with the 
hospital team about possibilities of 
collaborations in the future. Earlier, 
the Embassy had also donated a 
ventilator, a patient monitoring 
machine, and an ECG machine to 
Patan Hospital and a Tumbler Dryer 
Machine to Dhulikhel Hospital.79

Nepal Health Conclave 2021 
organized in Kathmandu: The Nepal 
Health Conclave 2021, a public 
discourse on the status of Nepal’s 
health sector, was held in Kathmandu 
on April 6, 2021. The event sought 
to address the challenges faced by 
Nepal’s health sector in the wake of 
the COVID-19 crisis and analyze gaps 
in the national health plans/policies 
through meaningful and critical 
conversations with stakeholders as 
well as community members. The 
initiative was undertaken by the 
journalism team at Trikal Productions 
and health professionals within the 
United States (US) Embassy Youth 
Council; the theme was “Aarogyada: 
Living Healthier Together.”80
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Nepal government gives impetus to 
procure vaccines through different 
channels:  In an urgent drive to 
inoculate its citizens, Nepal has 
opened talks with Russia, China, and 
the US to procure vaccines through 
multiple official and diplomatic 
channels. Nepal has currently 
granted emergency use authorization 
to the following vaccines: Oxford 
AstraZeneca, China’s Sinopharm, 
India’s Covaxin and Russia’s Sputnik 
V.  The health ministry of Nepal is 
in talks with Russia to procure 8 
million Sputnik V vaccines. Sputnik V 
manufacturers have set two different 
prices for two different types of shots 
they offer; the first one is a double shot 
jab with up to 91% efficacy and the 
other is Sputnik Light, a single dose 
version which is yet to complete Phase 
III trials.81 Sputnik vaccines have been 
offered to the Nepali government at 
an international competitive price 

of around NPR 2,395 (USD 19.90) 
for two shots. The government has 
also launched diplomatic efforts to 
secure maximum doses possible from 
the US after the White House said 
that it would share up to 50 million 
of its vaccines with other countries 
in dire need. The government is also 
making efforts to acquire vaccines 
developed by Johnson & Johnson 
from the US. To procure the vaccines, 
the government has created a pool of 
funds of over NPR 36 billion (USD 
299 million) with contributions from 
donor agencies such as the World 
Bank and Asian Development Bank.82

Nepali businessmen engage 
in unethical practices:  Nepali 
businessmen acting as middlemen in 
the procurement of 5 million doses of 
Oxford AstraZenca vaccines from the 
Serum Institute of India (SII) have 
been alleged to have obstructed the 

government procurement process after 
disagreement with the government over 
commission rates during the process.83 
Nepal was planning on purchasing 
the AstraZenca vaccines and had also 
received 1 million doses as a gift from 
the Indian government. However, 
the process has been halted after the 
agents demanded a 10% commission 
on the purchase. The government 
had already agreed to provide a 10% 
commission to the private sector in 
vaccine purchases, but it had not 
agreed to pay a commission on the 
vaccines purchased by the government 
directly from the factories. However, 
it has been alleged by the Minister of 
Health and Population (MoHP) that 
the agents moved to actively block 
the purchase agreement.84 This comes 
at a time when the government has 
projected the need for 43 million doses 
of vaccines to prevent the pandemic in 
Nepal.85

Budget  Highlights: 

Out of the total budget of NPR 1.67 trillion (USD 13.87 billion) for the upcoming FY 2021/22, NPR 122.77 
billion (USD 1.02 billion) has been allocated to the MoHP. The budget highlights for the health sector are as follows:

• The government allocated NPR 4 billion (USD 33.22 million) to procure health kits and medical equipment 
necessary to fight against the COVID-19 pandemic.

• NPR 26.55 billion (USD 220.52 million) has been allocated for the procurement of COVID-19 vaccines.

• Customs fees and VAT have been exempted on the import of medical supplies related to COVID-19.

• The government has decided to give continuity to the risk allowance for all the frontline health workers 
directly involved in the treatment of COVID-19 patients.

• Hospitals with more than 100 beds are required to install their oxygen generation plants. Government to bear 
50% of the total cost required for the establishment of such a facility.

• All members of the Federation of Nepali Journalists (FNJ) to be provided free of cost treatment in all state-
owned hospitals, provision of accident insurance worth NPR 700,000 (USD 5.81 thousand) for journalists.

• Transport allowances for health volunteers have been increased to NPR 12,000 (USD 99.6) from NPR 3,000 
(USD 24.9). The government has allocated NPR 1.30 billion (USD 10.80 million) for the construction of 
infectious disease hospitals in all provinces.
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OUTLOOK“
The Health Infrastructure of the country has been severely stretched owing to the second wave of the COVID-19 
pandemic, leaving the government and the private sector scrambling to procure the necessary medicinal supplies 
and vaccines in the country. This has highlighted the deficiencies in the policies, infrastructure, and supply chain 
of the health sector in the country. The Government of Nepal should concentrate its effort on creating an effective 
management policy to ensure that medical facilities in the country are effectively handled amidst the surging 
COVID-19 cases in the country. The government should also work on strengthening the supply chain of the 
vaccination program so as to ensure a smooth vaccine rollout once it has been procured through the channels the 
government has been pursuing currently.

•  NPR 6.15 billion (USD 51.08 million) has been allocated for the expansion of health services in 396 basic 
hospitals in rural areas. NPR 7.50 billion (USD 62.29 million) has also been allocated for the expansion of 
health insurance programs at all local levels.
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Tourism industry takes a major 
hit as China sets restrictions in 
Tibet: Between 2014 and 2019, 
over 100,000 Indian nationals have 
been to Manasarovar lake via Nepal. 
As China announced the closure 
of Tibet’s international boundaries 
until December 2021, the tourism 
activities around Mansarovar lake 
have decreased. As an alternative, 
locals involved in the tourism sector 
have planned to make Surma Sarovar 
an alternative destination as it falls 
inside the boundaries of Nepal.86

Nepal and Qatar collaborate to 
promote tourism in both the 
countries: A meeting was held 
between the Ambassador of Qatar 
to Nepal and the Chief Executive 
Office, Nepal Tourism Board (NTB) 
to collaborate for tourism promotion 
between both the countries. Nepal 
remains a popular destination for 
Qatari tourists. For the last few 

years, problems like lack of proper 
transportation facilities and expensive 
airfare have refrained tourists from 
visiting Nepal. Such issues are to 
be taken care of by the concerned 
authorities and Nepal further plans 
to introduce Halal food and prayer 
rooms throughout the nation.87

Permits issued for climbing Mount 
Everest despite COVID-19 cases: 
Over 150 climbers reached the peak 
of Mount Everest on the same day, 
on May 23, 2021, according to the 
government officials. The number 
was not fixed as additional climbers 
were also on their way up. For this 
climbing season, 408 members 
were given climbing permits. A few 
COVID-19 cases were reported at the 
base camp.88

Nepal Tourism Board (NTB) to 
promote tourism in Nepal in an 
event held in India: The board 

members of NTB participated in 
the South Asia Travel and Tourism 
Exchange (SATTE)  held in India.
The participation is in line with the 
strategy of first approaching markets 
of neighboring countries to promote 
tourism. The event was attended by 
25 Nepali companies including Nepal 
Airlines Corporation and was led by 
the NTB.89

COVID-19 hits the tourism business, 
leaves several unemployed: A 
survey conducted by Kathmandu 
Living Labs in partnership with 
organizations in the hospitality and 
tourism industry shows that 17% of 
tourism enterprises have permanently 
shut down since March 2020 due to 
COVID-19. The pandemic has also 
left 65% of employees working in the 
tourism industry unemployed. The 
highly affected areas are located in 
Thamel, Kathmandu’s tourist hub.90

Tourism prospects in the last quarter looked bleak due to COVID-19. Although travel had 

come to normalcy, the recent surge in the COVID-19 cases has put the tourism industry 

to halt once again. Restrictions have also been set by neighboring countries and this has 

affected people involved in the tourism sector as well as the tourists themselves. However, the 

recent meeting held between Nepal and Qatar and the rise in number of climbers in Everest 

have brought some positive changes and revenue generation for the country.

Budget  highlights 

Out of the total federal budget of NPR 1.67 trillion (USD 13.87 billion) for the FY 2021/22, NPR 27.4 billion 
(USD 0.457 million) has been allocated to the Ministry of Culture, Tourism, and Civil Aviation (MoTCA). The 
budget highlights for the tourism sector are as follows:

• The government has decided to provide free visas to foreign tourists for one month to promote tourism.
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OUTLOOK“
Nepal’s tourism is known to thrive even in the lean season of May–August. The outbreak of the COVID-19 
pandemic has meant a steep decline in the number of foreign tourists visiting Nepal. Keeping in mind and hoping 
that the situation may return to normal in few months, the government must work in ensuring safe travel facilities 
for all tourists coming to Nepal and should work towards bringing in foreign investments to facilitate tourism.

• Incentives to be provided for hotels that are shut due to the COVID-19 pandemic are turned into isolation 
centers.

• GPS tracking system to be implemented on the trekking routes for tourists.

• Government to reimburse 75% of the investment in all star hotels.

• Exemption of value-added tax will be provided on transportation service, freight, cargo service, e-library 
service, security deposit fee, trekking, and tour package and in the issuance of the certificate of origin.

• The income tax for the hardest-hit industries such as travel & tourism, transportation, health clubs, and such 
have been reduced to 1% with provisions to carry over losses up to 10 years. 

• Tribhuvan International Airport (TIA) to bring advanced passenger information system into use, and make 
visas available via QR codes to make immigration service systematic and of international level.
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AGRICULTURETRADE AND DEBTTRADE AND DEBT

For the first nine months of the Fiscal Year (FY) 2020-21, trade deficit increased by 12.5%, 

indicating that trade activities had started picking up. However, with the spike in the Covid-19 

cases and lockdown being imposed in a majority of the country, trade activities have come to 

a halt once again. The international borders have been closed, exposing entrepreneurs and 

exporters to tough times. Transportation charges have also increased, pushing up the rate of 

exports.

Foreign Trade Scenario: Table 1 
reflects the trade scenario of the third 
quarter (Q3) of the FY 2020/21. 
In the review period, merchandise 
exports increased by 20.2% to NPR 
94.77 billion (USD 787.12 million) 
as compared to a 12.9% increase in 
the same period of the previous year. 

In terms of destination, exports to 
India witnessed a growth of 23.5% 
and exports to other countries also 
grew by 14.5%. However, exports 
to China experienced a considerable 
decline of 27.3%. Similarly in the 
first nine months of the FY 2020/21, 
merchandise imports increased by 

13.1% to NPR 1,111.40 billion 
(USD 9.23 billion) as against a decline 
of 7.5% a year ago. Destination-
wise, imports from China and India 
increased by 7.7% and 20.3%, 
whereas imports from other countries 
fell by 2.3%. 

Table 1: Foreign Trade Statistics of Q3 in the fiscal year 2020/21 (NPR in millions)

Heading

2018/19 2019/20 2020/21P Percent Change

Annual 
Nine 

Months
Annual Nine Months Nine Months

2019/
20

2020/
21

Total Exports 97,109.5 69,822.3 97,709.1 78,818.7 94,767.1 12.9 20.2

To India 62,731.8 44,186.2 70,108.9 55,423.8 68,435.8 25.4 23.5

To China 2,109.8 1,523.3 1,191.2 1,095.7 796.4 -28.1 -27.3

To Other Countries 32,267.9 24,112.7 26,409.0 22,299.2 25,534.9 -7.5 14.5

Total Imports 1,418,535.3 1,061,633.7 1,196,799.1 982,534.8 1,111,395.5 -7.5 13.1

From India 917,922.2 686,869.3 735,294.8 602,615.1 724,946.3 -12.3 20.3

From China 205,518.6 153,974.2 181,920.3 152,384.5 164,133.6 -1.0 7.7

From Other 
Countries

295,094.5 220,790.2 279,583.9 227,535.3 222,315.5 3.1 -2.3

Total Trade 
balance

-1,321,425.8 -991,811.4 -1,099,089.9 -903,716.2 -1,016,628.3 -8.9 12.5
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Top Exports and Imports: During 
the first nine months of FY 2020/21, 
exports of some items such as soyabean 
oil, jute, cardamom, polyester yarn 
and threads, pashmina, etc. increased, 
whereas exports of items such as palm 
oil, pulses, zinc sheet, wire, cattle feed, 
etc. decreased. Likewise, imports of 
items such as transport equipment 
and parts, crude soyabean oil, M.S. 
billet, rice, telecommunication 
equipment and parts, etc. increased, 
whereas imports of aircraft spare parts, 

petroleum products, crude palm oil, 
video television and parts, silver, etc. 
decreased in Q3.

Trade Deficit: The total trade deficit 
increased by 12.5% to NPR 1,016.63 
billion (USD 8.43 billion) in nine 
months of FY 2020/21. Such deficit 
had decreased by 8.8% in the same 
period of the previous year. The 
export-import ratio increased to 8.5% 
in the review period from 8.0% in the 
same period of the previous year.

Balance of Payment: In the Q3 
results of the FY 2020/21, the current 
account registered a deficit of NPR 
207.41 billion (USD 1.72 billion) as 
compared to a deficit of NPR 126.09 
billion (USD 1.04 billion) in the 
same period of the previous year. The 
Balance of Payment (BOP) recorded 
a surplus of NPR 42.54 billion (USD 
353.32 million) as compared to a 
surplus of NPR 36.61 billion (USD 
304.06 million) in the previous year.

Figure 6: Foreign Trade Scenario for Quarter 3 of FY 2020-21

Source: Nepal Rastra Bank. Current Macroeconomic Situation 

Source: Nepal Rastra Bank. Current Macroeconomic Situation (based on annual data of FY 2020/21)

With India -855190.4 -642,683.0 -665,185.9 -547,191.2 -656,510.6 -14.9 20.0

With China -203408.8 -152,451.0 -180,729.1 -151,288.8 -163,337.2 -0.8 8.0

With Other 
Countries

-262826.6 -196,677.4 -253,174.9 -205,236.1 -196,780.6 4.4 -4.1

Total Foreign 
Trade

1515644.9 1,131,456.0 1,294,508.2 1,061,353.5 1,206,162.6 -6.2 13.6

With India 980654.0 731,055.5 805,403.7 658,038.9 793,382.1 -10.0 20.6

With China 207628.4 155,497.5 183,111.5 153,480.2 164,930.0 -1.3 7.5

With Other 
Countries

327,362.4 2449,02.9 305,993.0 249,834.4 247,850.5 2.0 -0.8
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Nepali felt products witness a 
surge of 61.97%: Nepal exported felt 
products worth NPR 2.74 billion 
(USD 22.76 million) in the first eight 
months of the current FY 2020-21 
compared to NPR 1.69 billion (USD 
14.04 million) in the same period last 
year. While the lockdown imposed 
from 29 April 2021 might break the 
chain of sharp rise of 61.97%, felt 
exports in the first eight months have 
already surpassed total exports for the 
last fiscal year that was worth NPR 
2.15 billion (USD 17.86 million). 
According to the Trade and Export 
Promotion Centre (TEPC), major 
export destinations for felt products 
have been the United States (US), 
European countries, followed by 
Japan and Canada.91

Nepal begins process to register five 
species of large cardamom grown 
in the country: Nepal has formally 
begun paving a way for Nepal to claim 
ownership and patent the species of 
large cardamom internationally by 
initiating the process of identifying 
and registering five indigenous species 
of large cardamom. According to 
Large Cardamom Development 
Center, Nepal is home to 14 different 
varieties of cardamom. Among 
them, Nepal Ramshai (grown 
at 1,500m–2,000m above sea 
level), Golshai (1,200m–1,600m), 

Dammershai (700m–1,200m), 
Jirmale (600m–1,200m) and 
Varlangae (1,500m–2,000m) are 
currently in the registration process.

Nepal exported large cardamom 
worth NPR 3.81 billion (USD 31.64 
million) in the first six months of the 
current fiscal year 2020-21; the export 
stood at NPR 2.51 billion (USD 
20.85 million) in the same period last 
year.92

Government rolls back quota 
permits on import of peppercorns, 
peas, dates, and betel nuts: The 
Ministry of Industry, Commerce and 
Supplies has scrapped quota permits 
to import peppercorns, peas, dates, 
and betel nuts on March 22, 2021. 
Domestic traders could import 15,000 
tons of betel nuts and peppercorns 
and 5,000 tons of dates annually as 
per the partial lift on import ban. 
The government had completely 
banned the import since March 2020 
citing unfair practices and smuggling 
charges.93

Nepali traders continue to suffer 
due to closure of northern border: 
According to the Trade and Export 
Promotion Centre, imports from 
China dropped by 12.4% year-on-year 
to NPR 116.12 billion (USD 964.45 

million) in the first seven months of 
the current FY 2020-21. The customs 
office collected only NPR 2.38 billion 
(USD 19.77 million) in the period 
largely missing its target of NPR 11.33 
billion (USD 94.10 million). Imports 
from northern border have suffered as 
Chinese authorities have not reopened 
the border or resumed issuing visas. 
While most traders have resorted to 
continuing imports through freight 
via India, it came at an additional cost 
of around NPR 1.2 million (USD 
9.97 thousand) and significant time 
delay. The goods ordered from China 
arrive in Nepal within two weeks by 
truck overland from the northern 
border while it takes two months to 
arrive by sea freight.94

Import resumption of luxury 
vehicles: After a gap of nearly a year, 
the government has reauthorized the 
import of luxury vehicles that have 
a value of more than add NPR 6 
million (USD 50,000). With a policy 
of allowing import of only essential 
goods, the government had halted 
import of expensive vehicles last 
year in order to prevent the depletion 
of the nation's foreign exchange 
reserves.95

OUTLOOK“
As the country faces the brunt of the second wave of the Covid-19 pandemic, trade activities have come to a halt 
once again. However, despite the pandemic, exports of pashmina and felt products have increased. This indicates the 
demand for such products as they are of superior quality; thus, the country should focus on improving its production 
capacity. Furthermore, Nepal should strive towards forming and enhancing trade relations with different nations with 
the aim of reducing dependency on its giant neighbors, India and China. The pandemic has taught us many lessons 
including how having an open border can be a great support system as people can cross such borders to eke out daily 
livelihoods. It is important for the policymakers and diplomats in the capital cities to understand how borders are 
integral to the lives of many millions of people on either side of the border.96
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During the review period, a grisly picture of the foreign aid sector emerged. While foreign aid 

was seen increasing in the years before COVID-19, the coronavirus outbreak has completely 

flipped the situation. This time around, the foreign aid commitments to Nepal are declining. 

To tackle this, the government of Nepal along with its key ministries has formed study teams 

to evaluate and assess the situation and prepare reports to aid policy makers make rightful 

strategies for attracting foreign aid in Nepal.

Nepal received Foreign Direct 
Investment (FDI) from 53 countries 
in 2020: A survey report on FDI in 
Nepal published by Nepal Rastra Bank 
(NRB) on April 21, 2021, reveals that 
Nepal had received foreign investment 
from 53 countries as of mid-July 
2020. Out of this, India stands in 
the top position of sending FDI to 
Nepal with NPR 56.05 billion (USD 
0.465 billion), followed by China, 
Saint Kitts and Nevis, Ireland, and 
Singapore with NPR 27.56 billion 
(USD 0.22 billion), NPR 24.94 
billion (USD 0.20 billion), NPR 
11.59 billion (USD 0.096 billion) 
and NPR 8.73 billion (USD 0.072 
billion), respectively.97 

Likewise, in terms of sectors, 28.6% 
of the total FDI (i.e., NPR 52.24 
billion/USD 0.43 billion) was 
received in manufacturing, mining, 
and quarrying sector, whereas 
financial intermediation received 
27.4% (i.e., NPR 50.10 billion/USD 
0.41 billion). Electricity, gas, and 
water received 36.66 billion, which 
forms 20% of the total FDI. On the 
other hand, the same report also states 
that the coronavirus outbreak caused 
a hit to the foreign aid sector in the 
second half of 2020, and a further 
severe decline is yet to be witnessed. 

Decrease in net FDI inflows to 
Nepal: According to the Current and 
Macroeconomic Update (based on 
nine months of data ending 2020/21) 
published by NRB, the net FDI) in 
the review period decreased by 25% 
to NPR 12.35 billion (USD 0.10 
billion) in comparison to NPR 16.48 
billion (USD 0.13 billion) of the 
corresponding period in the previous 
fiscal year.98

Review of the minimum threshold 
requirement for FDI recommended: 
A study report on FDI 2021, 
published by the Ministry of Industry, 
Commerce and Supplies (MoICS), 
has stated that the current threshold 
for FDI, which stands at NPR 50 
million, i.e., USD 0.41 million (from 
a revision of NPR 5 million, i.e., 
USD 0.041 million in May 2019) 
in all sectors, has to be revised as per 
different sectors. The government 
committee appointed to prepare the 
study is of the view that the minimum 
threshold is not practical and stands 
a restrictive policy. Given this, it 
recommends that the threshold has to 
be revised and lowered.99 

Besides the MoICS the Department 
of Industry (DoI), the Federation of 
Nepalese Chambers of Commerce 
(FNCCI), and different private houses 

are also on the same page regarding 
the revision of the FDI limitation. 
They opine that small businesses such 
as restaurants, coffee shops, and hotels 
require a lower threshold, whereas the 
threshold could be increased for larger 
businesses. They have demanded for 
sector-wise investment.100

Streamlining approval process 
of FDI needed: Currently, one of 
the impediments in Nepal’s export 
potential is the low levels of FDI. 
Nepal’s FDI inflow stood at 0.4% in 
the fiscal year 2019, which indicates 
that Nepal is in the bottom decile 
of the distribution internationally. 
Considering this, it is crucial for 
Nepal to leverage its FDI to better 
integrate into global value chains. By 
doing this, exports can be promoted, 
and productivity can be upgraded.

The Nepal Development Update 
published in April 2021 by the 
World Bank states that for increasing 
the FDI levels and attracting more 
inflows, Nepal needs to simplify 
and streamline its process. At a time 
when almost all economic activities 
of the nation have been shut down 
due to the COVID-19 outbreak, the 
restrictive policies are preventing FDI 
inflows. Thus, the reduction of the 
minimum threshold can contribute 
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to facilitating the entry of FDI.101 

The US government extends help to 
Nepal: The United States Agency for 
International Development (USAID) 
and the US Department of Defense 
had provided NPR 4.43 billion (USD 
36.8 million) and NPR 373.2 million 
(USD 3.1 million) respectively for 
COVID-19 assistance in Nepal such 
as PPE kits, respiratory equipment, 
telemedicine equipment, etc. In 
addition, as the cases of COVID-19 
surged amidst the second wave, the 
US has also pledged an additional 
NPR 1.02 billion (USD 8.5 million) 
to support COVID-19 relief efforts.102

India providing aid to Nepal in the 
form of oxygen supply: Amidst the 
accelerating number of cases caused 
by the second wave of the coronavirus 
outbreak, hospitals in Nepal have 
been facing an increasingly grim 
situation; they are overwhelmed with 
COVID-19 patients who require 
oxygen supply.

Jamshedpur in Jharkhand, India had 
been supplying 150 tons of oxygen 
monthly to Nepal through Shankar 
Oxygen Gas Pvt. Ltd. However, after 
India banned oxygen exports to Nepal 
from the first week of April 2021, as 
per an order from its Supreme Court, 
the oxygen supply had stopped.103 

After this, in light of the rising number 
of COVID-19 cases, Nepali officials 
had been urging India to reconsider 
its decision by citing that the supply 
of oxygen cylinders in Nepal would 
not be enough and that the situation 
could get dire. Due to Nepal’s 
persistent requests, the Indian Home 
Ministry on May 6, 2021 issued 
a circular to all its state and district 
magistrate’s offices directing them to 
start supplying oxygen to Nepal. The 
chairperson of Shankar Gas stated 
that the oxygen cylinders will reach 

Nepal by May 8, 2021, and as soon as 
two tankers arrive, two empty tankers 
will be sent back. In line with this, 
as per a report published by India 
Today on May 19, 2021, two tankers, 
with 15-tonne capacity each, had 
been doing the rounds from India to 
supply liquid oxygen to Nepal. This 
was confirmed by Rajan Bhattarai, 
the foreign policy advisor to the 
prime minister of Nepal, KP Sharma 
Oli. Moreover, the same source also 
claims that three more tankers may 
get added soon.104 Having stated this, 
there are two points to be considered 
here. The first being that there is no 
credible and reliable data/information 
to validate the claim on additional 
tankers to be added. And the second 
point is that, Shankar Gas, which has 
been tasked with the responsibility to 
fill the tanker set up at Bheri Hospital, 
opines that it won’t be able to supply 
the liquid oxygen due to its shortage. 
This shows the inconsistency and 
mismatch of information regarding 
oxygen that has been pouring in all the 
media feeds and the internet.105 All in 
all, it cannot be left out that at a time 
with Nepal’s state is worsening due to 
the second wave of coronavirus, India 
has been providing aid to Nepal in the 
form of oxygen supply, which is most 
essential at current times.

China gifted 800,000 doses of 
vaccine to Nepal: In face of the vaccine 
crisis in Nepal, China gifted 800,000 
doses of vaccines developed by 
Sinopharm. The vaccine consignment 
was brought to Kathmandu, the 
capital city, by Nepal Airlines 
Corporation plane.106 Similarly, on 
April 27, 2021, China agreed to 
provide Nepal with additional grant 
of medical equipment and materials, 
in a joint video conference call. The 
additional grant would be equivalent 
to NPR 92 million (i.e., RMB 5 
million/USD 0.76 million).

Beside this, owing to the rising 
number of cases in the country, the 
government of Nepal started the 
process of importing 20,000 oxygen 
cylinders and 100 ventilators from 
China during the first week of May, 
fearing a situation of acute shortage in 
near future due to similar shortages in 
India. A government-to-government 
agreement is being explored to bring 
the first batch of oxygen supply before 
May 14, 2021.107 The first shipment 
of China-donated oxygen cylinders, 
oxygen concentrators, and ventilators 
arrived from Beijing to Nepal on May 
11, 2021, through a Nepal Airlines 
plane. The Ministry of Health and 
Population has assured that most of 
the cylinders and equipment would 
be distributed to government-run 
hospitals in Kathmandu, and a 
few would be sent to the crisis-hit 
provinces in South-western and 
Far-western Nepal.108 Although the 
equipment received until this point 
will not be sufficient to meet every 
patient’s needs, it will undoubtedly 
be helpful to ease the oxygen crisis to 
some extent.

Foreign loans increased along 
with foreign aid commitments 
as per the budget speech for the 
upcoming FY 2021/22: As per the 
budget speech for the upcoming FY 
2021/22, foreign aid commitments 
have increased to reach NPR 202.28 
billion (USD 1.68 billion) from NPR 
164 billion (USD 1.36 billion) in the 
previous FY 2020/21. In line with 
this, in the previous FY 2020/21, the 
revised estimate of the foreign aid 
mobilization was NPR 153 billion 
(USD 1.27 billion) which included 
NPR 32 billion (USD 0.26 billion) 
in grants and NPR 121 billion (USD 
1 billion) in loans. On the contrary, 
the budget speech for the upcoming 
FY 2021/22 has revealed that the 
estimate of foreign aid mobilization 
will be NPR 27.06 billion (USD 0.22 
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OUTLOOK“
In the wake of the COVID-19 outbreak in Nepal as well as the world, most developing nations depend on 
foreign aid have witnessed a gradual decline. In the case of Nepal, the FDI inflows fell abruptly in 2020 and the 
decline is projected to be more severe in the days to come. Having said that, FDI still stands as a vital external 
source for the economic growth and recovery of Nepal caused by the COVID-19 outbreak.

Given its importance, it is encouraging to witness that many key organizations, such as the NRB and ministries 
like MoICS formed committees and produced study reports on FDI, by monitoring the trend of FDI inflows, 
existing stock, and where it is lacking currently, to aid policy makers. In addition to this, more efforts have to 
be put in to attract FDIs in Nepal; the most important is seeking aid in the form of vaccines for the short haul 
as, so far, less than 10% of the population of Nepal has been vaccinated with the first dose. Going ahead, the 
government can conduct other detailed studies to evaluate the impact of FDI on various key sectors of the 
economy and prepare foreign aid strategies accord   ingly.

billion) in foreign grants and NPR 
165.10 billion (USD 1.37 billion) in 
foreign loans. This suggests that there 
is increased pressure on additional 
foreign loans for the upcoming FY 

in comparison to the corresponding 
period of the previous FY. Moreover, 
the internal debt for the upcoming 
FY 2021/22 has been estimated at 
NPR 223 billion (USD 1.85 billion) 

whereas it remained at NPR 193 
billion (USD 1.60 billion) in the FY 
2020/21.
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Nepal witnessed an increase in remittance inflow despite a drastic reduction in the number 

of workers taking new and renewing approvals for foreign employment. Meanwhile, digital 

remittance services have also started in the country through agreements between international 

and national stakeholders.

Increase in remittance inflow 
despite decreased labor outflow: 
Remittance inflow increased by 
16.5% to NPR 729.02 billion 
(USD 6.05 billion) in the first nine 
months of the current Fiscal Year 
(FY) 2021,109 whereas the number of 
workers taking approval for foreign 
employment slumped by 66.7% in 
the same time period.110 Similarly, the 
number of Nepali workers renewing 
approvals for foreign employment 
also plunged to55.7%in the first nine 
months of FY 2021.111 The increase in 
remittance inflow has been attributed 
to foreign workers being compelled 
to send money to Nepal via legal and 
formal channels.112

Notice by Nepal Rastra Bank (NRB) 
to exchange fourth edition Qatari 

Riyal banknotes: The NRB issued a 
public notice on April 20, 2021, asking 
the concerned Banks and Financial 
Institutions (BFIs) and individuals to 
exchange the fourth edition of Qatari 
Riyal banknotes. The Qatari currency, 
which the government considers as 
one of the convertible currencies, was 
to be returned to the central bank 
by May 10, 2021. This comes on 
the back of the Qatari government’s 
decision to not take back its currencies 
issued before 2020. Qatar is one of 
the major sources of remittance in 
Nepal. From 2019 up until the first 
8 months of the FY2021, 39,392 
individuals emigrated from Nepal 
to Qatar for employment.113 In the 
FY2020, Nepal received remittance 
worth NPR 53.93 billion (USD 
0.447 billion) from Qatar, accounting 

for 17.7% of the total remittance into 
the country.114

Commencement of digital 
remittance services:  Digital 
remittance services have been initiated 
in Nepal through agreements between 
various international and national 
stakeholders. Nepal Investment 
Bank Limited (NIBL) and Digital 
Wallet Corp (DWC) have entered 
an agreement for remittance services 
to facilitate remittance services 
from Japan to Nepal.115 Meanwhile, 
MoneyGram International, Inc and 
eSewa Money Transfer Pvt Ltd have 
entered a partnership that will allow 
MoneyGram customers around 
the globe to remit money to Nepal 
directly into the beneficiaries’ bank 
accounts or their eSewa wallets.116

OUTLOOK“
The number of workers renewing permits or taking new foreign labor approvals dropped sharply in the first nine 
months of the current FY2021. Despite this, the remittance inflow into the country has seen an uptick owing 
primarily due to increased use of formal remitting channels and the returning migrants repatriating a majority of 
their savings. While strong remittances have supported private consumption and poverty reduction, and increased 
government revenues, it has led to an appreciation in the exchange rate and consequently, the erosion of the export 
competitiveness of the country. These have, in turn, led to the continuity of the problems of higher imports and a 
higher balance of payment deficit, long term problems which Nepal has not been able to resolve.
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ENVIRONMENTENVIRONMENT

The Environmental Impact Assessment (EIA) report for the construction of transmission lines 

under the Millennium Challenge Corporation (MCC) compact has been approved by the 

concerned ministry. The air pollution level of Kathmandu has become a rising concern with the 

city still remaining one of the most polluted cities in the world even during the lockdown where 

vehicular and industrial activities have been put on halt. National parks have experienced an 

increase in illegal activities within their compounds amid the lockdown.

Greenlight given to the EIA report 
of the Electricity Transmission 
Project: The Ministry of Forest and 
Environment has given a green signal 
to the EIA report of the Electricity 
Transmission Project. This project, 
which aims to build transmission 
lines and substations, is funded by the 
MCC, the United States (US) with 
the Nepal government shouldering 
parts of the funding.117 

Pollution level still just as bad 
despite the lockdown: With vehicles 
and industries not operating during 
the lockdown, Kathmandu’s air seems 
less polluted than it did during normal 
times. Nonetheless, Kathmandu is 
still the third most polluted city in 
the world with its Air Quality Index 
(AQI) standing at 146. In fact, during 
the last week of March 2021, the air 
quality reading had crossed 300 as 
wildfires continued to rage.118 Such 

high levels of air pollution can claim 
lives not just by negatively affecting 
human health, but also by causing 
natural calamities likes floods and 
landslides.119

Illegal activities on the rise 
inside national parks: Ever since 
the lockdown and the subsequent 
return of migrants to their villages, 
there have been increased cases of 
trespassing according to the park 
officials. This has posed a threat to 
wildlife conservation in protected 
areas with two killings of park animals 
already taking place since the second 
wave of the pandemic.120

Nepal excluded from the climate 
summit: In March of this year, the 
President of the United States, Joe 
Biden had invited several world 
leaders – including at least three 
from South Asia – to a virtual climate 

summit. Nepal, being highly exposed 
to the risk of the climate crisis and also 
taking some actions to address climate 
change nationally, was expected to 
be on the list of the invitees. In fact, 
according to the Global Climate Risk 
Index, “Nepal ranks fourth in terms 
of climate risk”.  While some pointed 
to the diplomatic failure as the reason 
for the exclusion, Durga Bhattarai, 
a former foreign secretary suggested 
that Nepal could not rather lead “any 
climate change-related issues” on the 
global platform to date. On the other 
hand, it's South Asian counterparts 
that have been invited, Bangladesh 
and Bhutan for instance, have been 
proactive in addressing the issues of 
climate change and working towards 
mitigating the ensuing crisis.121

Budget Highlights :

• Production, import, sale, and use of plastics thinner than 40 microns have been banned effective from the 
beginning of FY 2021/22. Industries producing such plastics will be provided necessary capital if they are to 
rebuild new machines from the parts of existing machines.

• The Government announced the abolition of excise duty and reduction on custom duty on Electric Vehicles 
(EV). Likewise, the government announced tax benefits and free land leasing facilities for the top 10 EV 
manufacturers to set up factories in the country. 
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Kathmandu’s bad air quality despite the lockdown is alarming and needs more attention considering the health 
implications and catastrophes of extremely polluted air. Similarly, increased incidents of animal killings inside 
wildlife conservations are posing as a threat to biodiversity and should be dealt with an utmost urgency. Nepal’s 
exclusion from the climate summit is a telling example of how the country has not yet been able to make a significant 
contribution to the climate change agenda on national, regional, or international grounds.  Given the extreme 
climate vulnerability, Nepal faces, global summits on climate change could certainly be resourceful for the country in 
seeking international help as well as advice on addressing the challenges of the climate crisis. In the meanwhile, Nepal 
could emulate the climate actions and responses of Bangladesh and make an amplified effort to avert the imminent 
climate crisis.

Although the budget has delineated programs related to environmental conservation, without timely and stringent 
executions on the part of the government, the country would not be able to effectively tackle its increasing 
environmental and climate concerns.  

• An announcement has been made on pursuing the mining sector to reduce trade deficit would bring adverse 
implications environmentally, socially as well as economically.

• 13 districts in the Tarai-Madhesh region will be allocated a budget to execute programs targeting the reduction 
of carbon emissions. 

• 150 million trees are going to be planted in the region of Chure-Tarai Madhesh.
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The first nine months of the Fiscal Year (FY) 2020/21 witnessed a recovery in the operating 

profit and net profit of commercial banks against the previous few quarters as it increased 

by 14.6% and 12.5%, respectively. The government also provided some relief to Small and 

Medium Enterprises (SME) borrowers as business continuity loan has been extended to the 

Covid-19-affected tourism, cottage, small, and medium industries for payment of salaries to 

workers and employees in line with the Business Continuity Loan Procedure, 2077, which 

extended NPR 420 million (USD 3.48 million) in loans as of mid-April 2021.

Key Indicators: Some of the key 
macroeconomic indicators as per 
the macroeconomic and financial 
situation report based on the nine-
month data of the FY 2020/21 
published by the Nepal Rastra Bank 
(NRB) are highlighted below.

Deposit and Credit Mobilization: 
In the review period, the deposits 
at Banks and Financial Institutions 
(BFIs) increased by 13.7%, as 
compared to a growth of 9.7% in 
the corresponding period of previous 
year. Of total deposits, the share of 
demand, saving, and fixed deposits 
stood at 8.5%, 35.1% and 48.2%, 
respectively. As of mid-April 2021, 
institutional deposits stood at 41.7%, 
whereas last year it was 44.4% in the 
same period.

Similarly, private sector credit 
from BFIs increased by 22.5% as 
against a growth of 11% in the 
corresponding period of previous 
year. In the review period, private 
sector credit from commercial banks, 
development banks, and finance 
companies increased by 22.6%, 25%, 
and 10.2%, respectively. Out of the 
total outstanding credit, 65.9% is 
against collateral of land and building 

and 12.3% against collateral of 
current assets (agricultural and non-
agricultural products).

Loans of BFIs to agriculture, industrial, 
construction, transportation, 
communication and public sector, 
wholesale and retail sector, and service 
sectors all increased by 35.7%, 17%, 
12.7%, 13.8%, 20.8% and 16.8%, 
respectively. 

In terms of credit exposure, the term 
loan increased by 22.2%, overdraft 
loan increased by 27.5%, and demand 
and working capital loan increased by 
20.1%. Also, real estate loan, which 
includes residential personal loans, 
increased by 12.4% and margin loans 
increased by a whopping 82.3% due 
to increased activity in the secondary 
market. Import loan also increased by 
40.8%. However, hire purchase loan 
decreased by 5.4%.

Liquidity management: In the first 
nine months of FY 2020/21, NRB 
mopped up NPR 303.29 billion 
(USD 2.51 billion) through reverse 
repo auction and NPR 193.75 billion 
(USD 1.60 billion) through deposit 
collection. During the same period 
in the previous year, NPR 28 billion 

(USD 232.55 million) was mopped 
up through reverse repo auction 
and NPR 30 billion (USD 249.16 
million) through deposit collection. 

Additionally, NRB injected a liquidity 
of NPR 1.02 billion (USD 8.47 
million) through repo and NPR 7.12 
billion (USD 59.13 million) through 
Standing Liquidity Facility (SLF). 

Foreign Exchange Reserves and 
Adequacy: In mid-April 2021, the 
gross foreign exchange reserve stood 
at NPR 1433.27 billion (USD 
11.90 million), increasing by 2.2% 
from NPR 1401.84 billion (USD 
11.64 million) in mid-July 2020. In 
mid-April 2021, of the total foreign 
exchange reserves, reserves held by 
NRB increased 2.2% to NPR 1253.17 
billion (USD 10.40 million) and 
reserves held by BFIs also increased by 
2.5% to NPR 180.10 billion (USD 
1.49 billion). The share of INR in 
total reserves stood at 24.4%.

Based on imports of the nine months 
of FY 2020/21, the foreign exchange 
holdings of the banking sector are 
sufficient to cover the prospective 
merchandise for 11.9 months and 
merchandise and service imports for 
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10.8 months. The ratio of reserve-to-
GDP, reserve-to-imports, and reserve-
to-M2 stood at 33.6%, 89.9%, and 
29.7%, respectively in mid-April 
2021.

Interest rates: The weighted average 
91-day Treasury bill rate remained at 
2.13% in mid-April 2021 as against 
2.76% in the corresponding month a 
year ago. Furthermore, the weighted 
average inter-bank transaction rate 
among commercial banks stood at 
2.03% as against 2.13% in mid-April 
2021 in the previous year. The average 
inter-bank rate of BFIs, which was 
considered as operating target of the 
monetary policy, stood at 2.03% in 
the review month.

In addition, the average base rate of 
commercial banks fell to 6.90% in 
mid-April 2021 from 9.36% a year 
ago. The weighted average deposit 
rate and lending rate of commercial 
banks stood at 4.79% and 8.61%, 
respectively in mid-April 2021 as 
compared to 6.74% and 11.77%, 
respectively a year ago in the same 
review period.

Balance of Payments (BOP): The 
current account registered a deficit 
of NPR 207.41 billion (USD 1.72 
billion) in the review period, whereas 
last year, in the corresponding period, 
the current account deficit was NPR 
126.09 billion (USD 1.04 billion). 
The overall BOP too improved, 
registering a surplus of NPR 42.54 

billion (USD 353.32 million) as 
compared to a surplus of NPR 36.61 
billion (USD 304.06 million) in the 
same period previous year.

Fourth Quarter Performance 
Analysis of Commercial Banks: 
As per the unaudited nine-month 
financial results of commercial banks 
of FY 2020/21, as shown in Table 2, 
the operating profit of commercial 
banks increased by 14.6%, while the 
net profit also grew by 12.5% decline 
compared to the corresponding figure 
of the previous fiscal year. 

At the end of the first nine months of 
the FY 2020/21, Global IME Bank 
bagged the highest net profit of NPR 
5.04 billion (USD 41.86 million), 
followed by Nabil Bank and Rastriya 
Banijya Bank, both booking NPR 
3.67 billion (USD 30.48 million) 
and NPR 3.27 billion (USD 27.15 
million), respectively as net profits. 
Also, during the review period, the 
average Non-Performing Loans 
(NPL) stood at 1.4% as compared 
to 1.7% in the same period previous 
year. Furthermore, the average cost 
of funds was 4.9% as against 6.9% 
in the corresponding period previous 
year. This indicates that borrowings 
have become cheaper, which could 
be attributed to efforts to revive the 
COVID-19 hit economy.

Similarly, the average base rate stood 
at 6.9% during the end of this quarter, 
the highest being 7.8% of Civil Bank 

and Century Commercial Bank.

Key Developments:

Some of the key developments that 
transpired in the financial market are 
as follows:

Nepal Rastra Bank (NRB): launches a 
complaint portal The central bank has 
launched an online system to collect 
complaints from stakeholders, in case 
of any grievance with BFIs. It has 
been introduced to ensure customers' 
rights to banking transactions in 
a transparent manner. It launched 
a complaint registration website, 
https://gunaso.nrb.org.np/, for 
collection of complaints.

Merger of Nepal Investment Bank 
and Himalayan Bank with a swap 
ratio of 1:1: Nepal Investment Bank 
and Himalayan Bank have signed 
a Memorandum of Understanding 
(MoU) to merge, creating the largest 
commercial bank in the country. Post 
the merger, the bank will be known 
as Himalayan and Nepal Investment 
Bank. The board members post-
merger will comprise of three 
members each from both banks and 
one independent member. After the 
merger, the combined paid-up capital 
of the banks will reach a whopping 
amount of NPR 26.14 billion (USD 
217.10 million), making it the bank 
with the highest paid up capital in the 
country. 

https://gunaso.nrb.org.np/
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The first nine months of FY 2020/21 looked opportunistic in terms of digitization and innovation in the banking 
landscape of Nepal, which was much required. This was due to the increased digital transactions through mobile 
banking, internet banking, and mobile wallets. Profits of BFIs that were affected by the pandemic have also been 
picking up; operating profits and net profits have both increased by 14.6% and 12.5%, respectively. It can also 
be said that the economy is moving towards a more credible and transparent banking practices with customer-
focused practices and sufficient oversight by the central bank via its customer grievance portal This trend, along with 
advancements in digital banking, should be carried forward, which will result in sustainable development of the 
financial sector.
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CAPITAL MARKETCAPITAL MARKET

During the review period, the market witnessed considerable volatility. However, the secondary 

market has been recording the highest level of transactions. The stock market has continued 

to be lucrative despite the political uncertainty in the country. However, when the economy 

is being battered by the impact of the pandemic, especially, the second wave, this has led 

to heated debates over whether the market is in a bubble and likely to crash, bringing retail 

investors down with it.

Secondary Market: During the 
review period, the Nepal Stock 
Exchange (NEPSE) index increased 
by 3.79%, closing at 2684.01 points. 
The total market capitalization 
amounted to NPR 3,867.61 billion 
(USD 32.12 billion), while the total 
floated market capitalization reached 
NPR 1340.55 billion (USD 11.13 
billion).

As indicated in Table 3, during the 
review period, a majority of the indices 
landed in the green zone as the market 
has remained bullish with high levels 
of transaction. The highest gainer was 
the hydropower sub-index (36.36%), 
followed by micro-finance sub index 
(18.76%), and finance sub-index 
(11.51%). However, sub-indices like 
commercial bank sub-index, hotels 

sub-index, and life-insurance sub-
index were in the red zone during 
the review period, with a percentage 
change of 3.25%, 1.64% and 7.32%, 
respectively.

Table 3. Key indicators

Source: Nepal Stock Exchange (NEPSE)

  February 15, 2021 May 13, 2021 % Change

NEPSE Index 2,586.01 2,684.01 3.79%

Sub-Indices      

Commercial Bank 1,845.10 1,785.21 -3.25%

Development Bank 2,661.80 2,908.20 9.26%

Hydropower 1963.87 2677.97 36.36%

Finance 1,207.91 1,346.95 11.51%

Non-Life Insurance 13,413.99 13,659.52 1.83%

Others 2051.48 2147.99 4.70%

Hotels 2,085.16 2,050.89 -1.64%

Microfinance 4605.08 5469 18.76%

Life Insurance 18,759.79 17,387.21 -7.32%

Manufacturing & Processing 5,932.20 5,984.10 0.87%
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Primary Market: In the public issue 
front, during the review period, Initial 
Public Offering (IPO) of Jyoti Life 
Insurance worth NPR 660 million 
(USD 5.48 million) was listed, with 
NMB Capital as the issue manager. 
CEDB Hydropower Development 
Company has also rolled out its 
IPO, appointing Sunrise Capital as 
its issue manager. Furthermore, the 
Securities Board of Nepal (SEBON) 
has approved a debenture issuance 
proposed by Global IME Bank,” 
10 years 8.5%, Global IME Bank 
Debenture 2086/87.”

Additionally, Sarbottam Cement and 
Reliance Spinning Mills have proposed 
to issue their IPO of 6 million and 1.4 

million shares, respectively through 
the book building method. These 
are the first events of public offering 
being conducted through the book 
building method. 

Four IPO issues have been added 
by SEBON in the pipeline, namely 
Jeevan Bikash Microfinance, Sayapatri 
Hydropower, Balephi Hydropower, 
and Green Ventures Hydropower.

Key Developments: 

Financials of listed companies to 
be publicized: Securities Board of 
Nepal (SEBON) has directed NEPSE 
to make five-year statements of all 
public listed companies. Annual 

reports, quarterly reports, and major 
financial indicators like expenses, 
reserve fund, earnings per share, 
price to-earnings ratio should be 
made publicly available on NEPSE's 
website. Currently, NEPSE only posts 
details of events or information that 
could affect the stock market price.122

Figure 7. NEPSE Movement Index

Source: Nepal Stock Exchange (NEPSE)
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OUTLOOK“
Introduction of the online platform at the share market and increasing awareness among the public has started 
attracting more people towards the share market. The number of demat accounts reached 3.12 million on March 
7, 2021, as compared to 1.85 million accounts in mid-August 2020, implying a substantial increase. The increased 
transactions can also be attributed to additional factors like low interest rates, high liquidity in the banking system, 
favorable margin lending rate, and the fear of missing out. Although the secondary market has attracted thousands 
of new investors into the capital markets, the review period depicted a notable dip with indices weakening in the 
current trading sessions. The share market should focus on participation of companies in the manufacturing and agri-
business sectors as it is currently dominated by banks and financial institutions. Few additional reforms like better 
trade settlement system and removing the limitation of 50 brokers will also be welcome. This will help in stabilizing 
the Nepali capital market and make its growth sustainable.
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5
SPECIAL SECTION:

MACROECONOMICS FOR A GREENER ECONOMY
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SWITCHING TOWARDS AN AMBITIOUS AND INCLUSIVE 
GREEN ECONOMY: THE EUROPEAN PATH OR “YES WE 

CAN, AND YES WE SHARE.”
Nona Deprez

Ambassador | Head of Delegation
Delegation of the European Union to Nepal

Addressing climate change and 
related issues as well as designing an 
ambitious path towards a greener, 
better, and shared common world are 
the main priorities of the European 
Union (EU). With the Green Deal 
as our growth strategy and our 2030 
emissions reduction target of at least 
55%, the EU is well on the way to 
achieving climate neutrality by 2050. 
The EU has embarked on a green 
transition because science tells us that 
we must, economics teaches us that 
we should, and technology shows us 
that we can.

While an unprecedented worldwide 
effort is under way to fight the 
COVID-19 pandemic, the persistent 
threats to the health of our planet 
call for urgent remedies too, for both 
climate and the environment. The next 
years will be crucial. There is no time 
to lose. Unchecked climate change—
devastating droughts, famines, floods, 
and glacial lakes outburst floods, 
in particular—would put further 
stress on governments and societies, 
fuel new migration waves, and 
significantly increase the probability 
of conflicts. Environmental pollution 
and the unsustainable use of natural 
resources pose multiple risks to 
humans, animals, and the ecosystem 
health. 

There is an urgency to act—ice is 
melting, rains are turning out scarce 

or creating floods, and biodiversity 
is challenged; all have a devastative 
impact on agriculture and increase 
disaster-related costs. Instead 
of investing for growth, we are 
paying more and more for relief. 
We are lagging behind the pace of 
environmental disruptions. And 
the hidden cost of unsustainable 
development is considerable. Look 
at pollution, for instance; despite 
tangible progress, in 2015, pollution 
still led to an estimated 9 million 
premature deaths worldwide (16% of 
all deaths)—three times more deaths 
than from AIDS, tuberculosis, and 
malaria combined and 15 times more 
than from all wars and other forms of 
violence. 

The fight for a greener planet is also 
a fight for fairness and equality. The 
most harmful impacts on human 
societies and health are typically borne 
by the most vulnerable groups. These 
include children, people with medical 
conditions, older persons, persons 
with disabilities, and those living in 
poorer socio-economic conditions, 
especially in droughts and landslides 
or floods outbursts exposed areas. 
Worldwide, low- and middle-income 
countries bear the brunt of pollution-
related illnesses, with nearly 92% of 
pollution-related deaths.

Economic progress can go together 
with addressing issues such as climate 

change and pollution: between 2000 
and 2017, the EU's Gross Domestic 
Product (GDP) grew by 32%, while 
emissions of the main air pollutants 
contributing to the global warming 
decreased by 10% (ammonia, mainly 
from agriculture), to 70% (sulphur 
oxides, mainly from the industry).

The economic case for acting is 
clear, and the benefits for society far 
outweigh the costs just as the costs of 
inaction hugely outweigh the costs 
of action. For example, per year, air 
pollution costs health and economic 
activities an estimated EUR 330–
940 billion in the EU, including 
lost workdays, healthcare costs, crop 
yield loss, whereas all the measures to 
improve air quality have an estimated 
combined cost of EUR 70 to 80 
billion. 

While the lockdown measures to 
fight the COVID-19 pandemic have 
led to temporarily cleaner air, water, 
and reduced noise in many places, 
slowing down all economic activities 
is not the way the EU envisions its 
own and the world’s path towards 
zero pollution. Instead, the EU can 
sustain prosperity while transforming 
production and consumption modes 
and directing investments towards 
zero pollution. Investments in clean 
and sustainable design, circular 
economy business models, cleaner 
transport and mobility, low-emission 
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technologies, nature-based solutions, 
and sustainable digitalization offer 
strong opportunities for green growth 
while reducing inequalities, creating 
jobs, and enhancing collective 
resilience.

Assigning the right price to 
pollution and creating incentives 
for alternatives, as required by the 
“polluter pays” principle, constitute 
a key driver to stimulate cleaner 
production and consumption. The 
zero-pollution ambition requires 
collective action and collective 
change. Everyone has a role to play. 
For businesses and governments, the 
zero-pollution ambition offers an 
important opportunity to innovate 

by investing in clean technologies, 
products, and services. The recovery 
efforts can support this trend. Acting 
on pollution as a means to address 
climate change also means inter-
generational solidarity.

Internationally, the EU will 
continue promoting a green finance 
agenda to mobilize private capital 
for environmentally sustainable 
investments, including through the 
International Platform on Sustainable 
Finance. It will engage with the 
EU Member States, the European 
Investment Bank, and other relevant 
International Financial Institutions. 
To better address together this 
common challenge, the EU will thus 

promote the zero-pollution ambition 
for a toxic-free environment, in its 
external action, including its Green 
Deal diplomacy and investments, 
providing expertise and financial 
resources to scale up international 
partnerships and action in and with 
third countries. In particular, the EU 
will advance international cooperation 
on black carbon policies to reduce the 
climate change impacts and improve 
air quality.

In close relation with Nepali 
stakeholders, the European 
Delegation and European Member 
States are committed to a Green, 
Resilient and Inclusive Recovery.
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Green growth has emerged as a 
dominant policy response to climate 
change and ecological breakdown. Yet 
until now, growth in Gross Domestic 
Product (GDP) has gone hand in 
hand with the rise in greenhouse gas 
emissions and biodiversity loss. Can 
“green” growth actually change this? 
Many critics argue that it cannot; 
they argue that decoupling growth 
from environmental damage relies 
too heavily on untested “technological 
fixes.” Circular Economy perspectives 
could help narrow this divide. But 
before we consider that in the context 
of Nepal, let us first look at what is 
meant by green growth. 

For the Organisation for Economic 
Co-operation and Development 
(OECD), it is “growth and 
development while ensuring that 
natural assets continue to provide the 
resources and environmental services 
on which our well-being relies.”

According to the World Bank, it is 
“economic growth that is efficient 
in its use of natural resources, clean 
in that it minimizes pollution and 
environmental impacts, and resilient 
in that it accounts for natural hazards 
and the role of environmental 
management and natural capital in 
preventing physical disasters.”

The United Nations Environment 
Programme (UNEP) defines a green 
economy as one that “‘simultaneously 
grows income and improves human 
well-being ‘while significantly 
reducing environmental risks and 

ecological scarcities.”

Such definitions, therefore, exist on 
a spectrum. The World Bank, for 
example, seeks to “minimize” the 
environmental impact of growth, but 
one cannot minimize environmental 
impact as it nevertheless increases. 
The OECD is slightly stronger in that 
it seeks to “maintain” resources and 
environmental services but, here too, 
there is no demand to reduce impact. 
The UNEP offers the strongest 
definition in that it calls for “reducing 
environmental impact and ecological 
scarcities,” and for “rebuilding natural 
capital.” 

In Nepal, the central challenge of this 
debate—how to develop in a way that 
balances societal needs, economic 
growth, and ecological costs—could 
not be more pressing. Growth is 
necessary and legitimate, yet air 
pollution, freshwater poverty, toxic 
rivers, water table depletion and soil 
erosion are just some symptoms of 
the development and rapid expansion 
witnessed over the last couple of 
decades. With Nepal’s population 
predicted to rise by25% by 2050, this 
challenge is only set to get bigger. 

Circular Economy is not a growth 
strategy, but it has economics and 
new ways of creating value at its 
heart. In its purest form, it goes far 
further towards operating within our 
planetary boundaries than any of the 
definitions of green growth given 
above. Underpinned by a transition 
to renewable energy sources, it entails 

gradually decoupling economic 
activity from the consumption of 
finite resources and designing waste 
out of the system. It is founded upon 
three core principles:

1. keeping products and materials 
in use,

2. designing out waste and 
pollution, and 

3. regenerating natural systems.

The global economic system and most 
development is, of course, a long way 
from this ideal, and some see Circular 
Economy ideas as unrealistic. Yet 
circularity, like green growth, also 
exists on a spectrum; “circular-ish” 
is better than a completely linear 
“take-make-dispose” model. Circular 
methods can also create wealth. In 
innovation and new business models, 
there is untapped potential for job 
and market creation, in addition to 
increasing social surplus derived from 
decreasing pressure on the natural 
environment. 

Transitions to circular ways of doing 
business are not easy, but they are 
sometimes closer than they appear. 
In fact, developing economies have 
a head start in some ways. A friend 
of mine has kept his motorbike on 
the road for 38 years and still uses it 
daily. Of course, this is mainly out of 
economic necessity as well as his love 
for a well-built piece of machinery, 
but items are repaired again and again 
in Nepal, whereas in the West, they 
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may have been disposed of at the first 
instance. Now, as the West wakes up 
to resource scarcity, concepts such as 
thrift shops, tool libraries, car-sharing 
and repair cafes are creating value and 
new markets. Manufacturers are even 
starting to design out waste-making 
products to make them more durable, 
recyclable, and often modular, i.e., 
they are designed for repair rather 
than disposal.

One of the major transitions needed 
in Nepal, and the basis for a Circular 
Economy, is in the waste management 
sector. The negative externalities 
caused by waste in Nepal contribute to 
ill-health, poor sanitation, greenhouse 

gas emissions, and water pollution. 
With a recycling rate that is currently 
estimated at less than 3%, developing 
an ecosystem that fosters innovation, 
incentivizes waste separation, and 
supports the private sector should 
be a priority. There is money to be 
earned and jobs to be created in this 
endeavor. Up to 70% of solid waste 
is biomass, which should be harnessed 
to create compost or for energy 
generation; many dry waste materials 
too have intrinsic value, particularly 
e-waste, glass, and plastics. Doing so 
will require political will, vision, well-
designed policy instruments, and, in 
all likelihood, an extensive public-
private sector collaboration.

At the Himalayan Circular Economy 
Forum, we aim to foster discourse 
and analyses on issues such as this. 
We seek to learn from circular 
transitions overseas, with a focus on 
green cities and waste. Every sector, 
every business, and every consumer 
can play a part in moving towards a 
more circular economy. We will bring 
circular ideas to life and promote 
collaboration and innovation. By 
doing so, we can ensure that circular 
economy perspectives can play a 
major role in supporting Nepal’s 
green growth agenda.
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Nepal has entered into yet another 
lockdown to prevent the spread of the 
COVID-19 virus. With the stalled 
vaccination efforts, rise in Covid-19 
cases and deaths, and overall 
government response in disarray 
because of the political infighting, it 
is hard to see the light at the end of 
the tunnel. 

The economic impact of the pandemic 
has been severe on Nepal’s economy, 
and it continues to get worse. In fact, 
according to the Asian Development 
Bank, Nepal’s economy shrunk by 
1.9% in 2020. It is expected to grow 
by 3.1% in 2021, but the forecast 
seems optimistic in the wake of 
another lockdown. Job losses have 
been severe. The Study Committee 
established by the National Planning 
Commission, Nepal estimated that 
1.6 million workers lost jobs due to 
COVID-19 and 1.2 million entered 
poverty. 

In a country where 3.5 million 
workers are employed abroad, this 
disruption to the domestic labor 
market due to COVID-19 is a huge 
shock. An already dire labor market 
situation has become much worse, 
pushing people further to look for 
economic opportunities elsewhere or 
risk slipping into poverty. 

We are not out of the woods yet, but 
we should start thinking about how 
we want to rebuild our economy and 

create jobs at home. We must decide 
what type of economic recovery we 
want to promote in Nepal. Will 
we choose measures that reinforce 
existing economic structures, or will 
be rebuild in a sustainable manner? 
Will this experience of living through 
COVID-19 pandemic provide the 
impetus to grow with improved 
environmental outcomes? 

As Nepal went into lockdown in 
the spring of 2020, shutting down 
transportation and economic 
activities, the air quality improved 
greatly and pollution levels were 
down. Skies across the country 
cleared. In May 2020, Nepali Times, 
an English weekly, shared pictures 
of Mount Everest visible from 
Kathmandu valley. It is 200 km away 
from the valley and most residents 
of Kathmandu had never seen the 
tallest peak in the world from the 
city. The unintended consequence of 
the lockdown—clean air and lower 
pollution—reminded valley residents 
how beautiful Nepal truly is, and 
why so many foreigners visit to get a 
glimpse of our mountains every year. 

From Switzerland to Malaysia and 
Thailand, countries that are doing well 
are also the ones where environmental 
sustainability has been part of the 
economic agenda. Even in middle-
income countries such as Indonesia 
and the Philippines, efforts to 
preserve the environment and create 

“green jobs” have been high on the 
governments’ agenda. The Philippines 
even has a law called “Green Jobs 
Act,” which aims to promote creation 
of sustainable jobs in sectors that 
preserve the environment. Among 
the policy incentives are special tax 
deductions and duty-free import of 
capital equipment for companies that 
create a “green economy.”

Estimates from the International 
Labor Organization (ILO) suggest 
that 17% of total employment (7 
million jobs) is comprised of green 
jobs in the Philippines.123 

I am currently based in Geneva, 
Switzerland, and it never ceases to 
amaze me that I can swim pretty much 
anywhere in Lake Geneva. It is one of 
the largest lakes in Western Europe, 
and the Swiss have managed to keep 
it clean despite all the infrastructure 
and economic activities surrounding 
the lake. But it was not always like 
this. In the 1960s, swimming in Lake 
Geneva was considered dangerous. 
The pollution level was so bad that 
by 1980s there were no fish left in 
the lake. But the canton of Geneva 
(one of its 26 states) decided to clean 
up the lake and restore its past glory. 
Public policies aimed at growing 
the economy while preserving the 
environment took center stage, and 
that has paid off handsomely. You 
can not only swim in the lake, but 
you get to enjoy filet des perches (local 
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fish) in restaurants across the city. It is 
a major tourist attraction and creates 
considerable revenue for the city. 

Kathmandu might not be able to 
achieve what Geneva did in the last 
five decades, but it can aim to replicate 
what Surabaya City, Indonesia did in 
the last 15 years. Surabaya’s “Clean 
and Green Initiative” increased the 
percentage of green space in the city 
through a community-based greening 
program. When I visited Surabaya in 
2019, I was amazed by the city and its 
urban development. What was more 
impressive was that it was juxtaposed 
next to Surabaya’s Special Economic 
Zone and factories that export 
manufacturing products. In fact, I was 
there to visit a train manufacturing 
plant to understand their needs for a 
skilled workforce. The plant I visited 
was producing trains for export to 
Bangladesh. The city of Surabaya has 
a thriving economy that creates jobs 
for the city and the surrounding areas, 
while the city itself has become a 
model “green city.”

Manufacturing sector, which is 
typically considered to be the engine 
of growth, has remained stagnant in 
Nepal since the 1990s. If you look at 
the broader industrial sector in Nepal, 
which includes construction, then the 
sector has grown. But manufacturing 
sector itself, where the products are 
aimed for both domestic and export 
markets, has not grown much in 
the last two decades. In fact, Nepal’s 
inability to create jobs and its out-
migration in the last two decades 
is closely tied to the decline of our 
manufacturing sector. 

We need to revive our manufacturing 
sector if Nepal aims to achieve higher 
growth, but we need to do this in a 
sustainable manner. We do not have 
to follow on the footsteps of countries 

that contributed to environmental 
degradation while growing and 
creating jobs. If the COVID-19 
pandemic has taught us anything, it 
is that there is a strong link between 
the environment and public health. 
Recent research has shown that all 
known pandemics, including the 
current one, have been caused by 
animal microbes that spillover to 
humans. 124 This happens because 
of contact with wildlife in areas 
where land-use change is prevalent. 
Rapid and unplanned urbanization, 
deforestation, and environmental 
degradation make Nepal susceptible 
to future pandemics. 

Revival efforts of Nepal’s 
manufacturing sector should focus on 
our niche export products—tea, herbs, 
specialty garment, and processed food 
products—with a concerted industrial 
policy to support these sectors. The 
country should emphasize on creating 
not just any jobs but creating as many 
green jobs as possible. According 
to ILO, green jobs reduce the 
environmental impact of enterprise 
and economic sectors; they include 
jobs that project ecosystems and 
biodiversity; reduce energy, materials, 
and water consumption; de-carbonize 
the economy; and minimize or avoid 
generation of all forms of waste and 
pollution.125 

Nepal can introduce a public works 
program aimed at tackling climate 
change, preserving our national 
parks, cleaning our rivers and lakes, 
and creating green jobs. In fact, the 
current Prime Minister’s Employment 
Program (PMEP) can be turned into 
a “Green Jobs Program.” We can re-
think the PMEP to create not only 
low-skill labor intensive jobs, but 
also middle-skill and high-skill ones. 
Participation of the private sector in 
such a Green Jobs Program would 
be essential for its success. Small 

and medium size enterprises (SMEs) 
can be given special preference with 
conditions on job creation. Nepal’s 
wildlife conservation and forestry 
department should be given more 
resources to hire more staff and 
employ more workers on the ground. 

A recent World Bank Study on the 
Kali Gandaki Watershed Project 
in Nepal showed that a large green 
public works program can create 
jobs across the skills-spectrum.126 
Well-designed forest and watershed 
management too can benefit a range 
of economic sectors, including 
agriculture, hydropower, roads, water 
supply, and disaster risk management. 
The cost-benefit analysis done by the 
World Bank showed that the benefits 
of the program far outweighed the 
costs. There is evidence that green 
public works programs can create 
fiscal multipliers several times larger 
than the investment itself. 

Tourism is another sector that has the 
potential to create a source of green 
jobs in Nepal. Sustainable tourism is an 
attraction in many parts of the world. 
Two countries where I have found this 
to be done well are Colombia and New 
Zealand. Having travelled to both 
countries, what stood out to me was 
how economically vibrant cities and 
communities can also be places that 
are the most environment-friendly 
and sustainable. Medellin, Colombia 
has become a model city for such 
development, where large companies 
co-exist with a city that is green, and 
urban space is designed to improve 
quality of life. In New Zealand, a large 
share of the workforce is dedicated to 
working in public lands and parks 
to preserve their environment. What 
more, when you go “tramping” (i.e., 
hiking, but the New Zealand way), 
you must bring back every trash you 
generate except your bodily waste. 
Everyone follows that religiously; 
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hence, the parks and hiking trails are 
very well-preserved. It is a beautiful 
country just like Nepal, but it is also 
one of the most developed and eco-
friendly countries in the world. 

A massive, nationwide Green Jobs 
Program can be a gamechanger for 
Nepal. In the short run, it will provide 
the much-needed employment for 
Nepal’s youth and create income 
multipliers in different sectors. Jobs 

can be created in sectors such as 
waste management and recycling, 
sustainable agriculture and food 
production, sustainable forestry, 
manufacturing and supply chain 
management, energy supply and 
efficiency, and biodiversity and eco-
system preservation.127 In the medium 
to long run, it will generate higher 
revenues, especially in the tourism 
sector, while achieving sustainable 
growth for the broader economy. 

We can take a page from Bhutan’s 
“happiness index,” which has changed 
the broader global conversation 
around development and its objectives 
and introduced a model of growth 
that is greener and more sustainable. 
Nepal is already one of the leaders 
in global wildlife conservative efforts 
in the region and is best positioned 
to leverage this experience towards 
“green growth” and sustainable future. 
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Climate change presents Nepal with a 
double-edged problem. The country 
stands to be disproportionately 
impacted by the effects of rising 
temperatures, such as melting glaciers 
and increased weather variability. 
Renewed global momentum 
surrounding the Paris Climate Accord 
may be Nepal’s best chance at limiting 
the worst effects of climate change. 
However, an international push to 
decarbonize energy markets may also 
have consequences for Nepal’s fiscal 
stability. 

The fiscal stability is underwritten 
by remittances from labor migrants, 
which have long been an important 
source of supplemental income 
for Nepali families. Nearly 56% of 
the total households in Nepal are 
direct beneficiaries of cross-border 
remittance.128 These inflows are 
also crucial to the functioning of 
the economy at large, contributing 
63.6% to the nation’s foreign reserves 
in Fiscal Year (FY) ‘20.129 According to 
the World Bank, the Gross Domestic 
Product (GDP) could drop 3% for 
every 10% decline in remittances.130

Fueled by hydrocarbon resources, 
the rentier economies of the Gulf 
Cooperation Council (GCC) in 
the Arabian Peninsula have grown 
to become the largest employers of 
Nepal’s expatriates, accounting for over 
three-fourths of the country’s migrant 

workers.131 This concentration of 
labor ties Nepal’s economy to the 
fortunes of the Gulf region, leaving 
it exposed to the booms and busts of 
oil and gas markets. In recent years, 
structural shifts in the hydrocarbon 
sector have given rise to a number of 
gloomy economic forecasts for GCC 
countries, which are expected to have 
long term implications for Nepal. 

In recent years, falling oil prices 
have curtailed Nepali migration 
to the Arabian Gulf. An oil price 
crash in 2014 led to a sharp drop in 
remittances from GCC countries to 
developing countries. At the same 
time, global remittances from oil 
producing countries fell markedly too. 
It is thought that millions of foreign 
laborers in the Gulf were impacted,132 
and while remittance flow to Nepal 
has officially increased, this could 
be due to migrants' increased use of 
formal channels.133

Increasing the Nationally Determined 
Contributions (NDCs) of the Paris 
Climate Accords, through which 
countries pledge to decarbonize their 
energy mix, could accelerate economic 
decline in the Arabian Gulf. This is 
foreshadowed by the fact that some 
of the GCC’s largest oil importers 
have set ambitious climate targets. At 
the Leaders' Summit on Climate in 
April 2021, the United States (US) 
president, Joe Biden, announced a 

new goal of halving greenhouse gas 
emissions by 2030.134 In the US, 
petroleum imports from the Gulf 
have already fallen by a staggering 
13.46% over a span of two decades.135 
Likewise, China’s plans136 to reach 
carbon neutrality and become a 
“global powerhouse of electrification” 
by 2030 will mean a move away from 
fuel dependency, creating significant 
economic shock waves in the global 
energy trade.137

According to the consulting giant 
McKenzie, capping the temperature 
rise at 1.5 degrees Celsius, i.e., 
keeping global temperature below 2 
degrees Celsius above pre-industrial 
levels, could cut demand for oil 70% 
by 2050.138 This would mean oil 
demand could peak as early as 2023. 
Other estimates have placed peak 
oil demand in 2029139 or 2040.140 
The United Nations points out 
that current NDCs are insufficient 
in limiting warming as set by the 
Accords,141 with at least a 66% chance 
of achieving the carbon target.142 
But a range of additional factors 
stand to place downward pressure 
on hydrocarbon markets. Expanded 
production capacity from shale 
deposits in North America, China’s 
growing interest in shale investments, 
the falling cost of renewables and 
increased energy efficiency also pose 
risks to Gulf economies.143 Given 
these substantial challenges, the 

https://www.cnbc.com/2021/04/15/oil-could-plummet-to-10-by-2050-if-paris-climate-goals-are-achieved.html
https://www.brookings.edu/research/economic-diversification-in-the-gulf-time-to-redouble-efforts/
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International Monetary Fund has 
recently warned that GCC countries 
could deplete their reserves as early as 
2034 without substantial reforms.144

In a region where the oil sector 
accounts for 70% of total revenues, 
governments are keen to diversify their 
income streams. The GCC countries 
have put forward plans to transition 
away from oil dependency, foster 
robust small and medium enterprises’ 
growth, and to create digital-age 
knowledge economies; however, they 
share common hindrances. These 
include overregulated private sectors 
dependent on government funding 
tied to petrodollars, clientelism, 
and a poorly educated labor 
force accustomed to public sector 
employment.145

So far, efforts to diversify GCC 
economies have been slow to 
materialize in practice. Nader 
Kabbani and Nejla Ben Mimoune 
of the left-leaning think tank, The 
Brookings Institute, write that Gulf 
states “have been more apt to pursue 

partial reforms that provide the 
illusion of economic diversification 
but, in reality, continue to rely to a 
large extent on revenues from oil and 
gas.”146

Diversification initiatives are likely 
to see some success, and oil and 
natural gas will continue to play 
a role in the energy mix of many 
large countries. These realities can 
help cushion potential declines in 
Nepali remittances. The United Arab 
Emirates (UAE), which accounts for 
the largest share of Nepali migrants, 
is far less exposed to hydrocarbon 
market declines than its neighbors, 
with 35% of its budget financed by 
the oil industry.147 Yet in Saudi Arabia, 
the GCC’s second largest employer of 
Nepalis, where the oil sector accounts 
for 87% of the budget, ambitious 
plans for private sector growth have 
been slow to materialize.148

These struggles and the long-term 
trajectory of oil demand, indicate that 
Nepal’s remittance base from the Gulf 
could be set to shrink. 

Climate change has real consequences 
for Nepal, and a move towards 
decarbonization should be welcomed. 
In the short- and medium-term, 
economic diversification initiatives 
in the GCC may help offset 
employment losses from the decline 
of the hydrocarbon sector. However, 
Nepal should manage the challenges 
that the global energy transition 
is set to bring to its remittance-
dependent economy. In the long run, 
an exodus of low-skilled and semi-
skilled migrants from the Gulf will 
leave Nepal with two policy options: 
one, upskilling through better use 
of its existing programs such as the 
Council for Technical Education 
and Vocational Training, and two, 
planning a roadmap to strategically 
absorb returnee migrants into its 
domestic labor force by creating 
robust economic growth. While the 
former will enable migrants to better 
adapt to changing global skill demand, 
the latter will help channel returnee 
migrants to productive sectors.
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NEF PROFILE 

Nepal Economic Forum (NEF) is a premier private sector-led economic policy and research 
organization that seeks to redefine the economic development discourse in Nepal.  
 
Established in 2009 as a not-for-profit organization under the beed umbrella, NEF is a 
thought center that is working on strengthening the Nepali economy through various 
activities that promote the growth of an efficient and inclusive private sector.

NEF has been featured in the list of Top Think Tanks in Southeast Asia and the 
Pacific in the Global Go To Think Tank Index Reports since 2016.

Over the past decade, NEF has produced seminal work across many areas. 
Some of its widely quoted work are around Political Economic Analysis and 
Economic Impact Assessment after the 2015 Earthquake and 2015-16 Blockade. 
NEF’s reports on the Cartel Economy have led to rethinking of how government 
and society engages with the private sector. NEF pioneered policy discourse 
around business opportunities through Doing Business in Federated Nepal, and 
produced a map tracing opportunities throughout Nepal. NEF also successfully 
generated awareness and promoted public discourse on key issues of Nepali 
economy through Business Policy Research Centre, NEF’s core program.  
 
NEF has a strong social media presence with higher number of followers and 
engagement across Facebook, Instagram, LinkedIn, and Twitter compared to similar 
institutions in Nepal. 

 
NEF is led by Founder Chair Sujeev Shakya, who is regarded as one of Nepal’s 
leading thought leaders and go to person to understand the complex relations of 
Nepal’s business, economy, politics and society. The organization functions under 
the guidance of an advisory board comprising of eminent people and also supported 
by honorary Senior Distinguished Fellows and Senior Fellows. The NEF Fellowship 
Program is a sought after one year fellowship program that enables young people to 
pursue further studies in educational institutions of repute and careers in esteemed 
organizations
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NEF BROADLY WORKS UNDER THE FOLLOWING AREAS:

Business Policy Research Center (BPRC) consolidates NEF’s activities into a hub 
that takes a holistic approach to the issues; generates dialogue between the public 
and private sectors on economic development concerns, and acts as a platform for 
information dissemination. To bridge the gap in credible research and leverage beed’s 
engagement with private sector, BPRC has been working to generate awareness and 
promote public discourse on key issues of Nepali economy. The products of BPRC are 
as follows:
Nefport: Quarterly economic analysis publication
Neftake: Periodic blog that covers wide range of issues
Neftalk: Platform for policy discourse 
Weekly Economic Update: Weekly overview of major economic headlines in Nepal
Did You Know: Factual overview of relevant economic activities in Nepal

BPRC
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Himalayan Circular Economy Forum (HiCEF) is one of the functional outcomes of 
the Himalayan Consensus Summit that aims to mainstream alternative development 
paradigms. HiCEF intends to initiate and foster discourse on the concept of circular 
economy, explore existing circular economy practices and investment opportunities 
for knowledge dissemination and replication, identify policies related to the circular 
economy and sustainable businesses and identify ways for its effective implementation, 
create a repository of such information and disseminate the information events and to 
create an inventory of sustainable initiatives working with the potential of replication in 
the Himalayan region. For this, the focus area will be predominantly Nepal but also look 
at initiatives in Bhutan and Himalayan India.

Renewable Energy Centre (REC) aims to be the premier platform for mainstreaming 
renewable energy issues by engaging multiple stakeholders to articulate discourse 
that will shape national-level energy politics. Engage strategic stakeholders in Nepal, 
from the concerned sectors towards thinking and acting towards promoting the use 
of renewable energy, conduct discussions in the public space relating to renewable 
energy.

Centre for Private Sector Development (CPSD):

The Centre for Private Sector Development (CPSD) will focus on private sector-led development by supporting the growth of 
small and medium enterprises. For this, CPSD will work in the areas of skills development, capacity development, financial 
management, providing business development services for private enterprise’s operation and growth. Similarly, it will also 
focus on reforms that are required at the policy level and administrative level of the government to facilitate the ease of doing 
business in Nepal.

Global Nepali Network (GNN): 

Through the Global Nepali Network (GNN), NEF plans to connect Global Nepalis across the world irrespective of their 
citizenship. This will be a platform to share ideas, thoughts and connect to professionals and entrepreneurs that do not 
enjoy the political organizations, elections, and speeches but love their connection to Nepal or Nepalis. GNN envisages 
work on providing a platform for knowledge exchange, to share employment and business opportunities, host network 
events physically and virtually and develop programs for creating knowledge repository, disseminate information on Nepal 
especially relating to art, culture, literature, history, and matters of common interest.

Centre for Digital Transformation: 

Center for Digital Transformation (CDT):

The Center for Digital Transformation (CDT) will address cross-cutting themes related to digital adoption and revolution in 
emerging and frontier markets of Asia and Africa. The main purpose is to create a platform for dialogue among technologists, 
policymakers, academics, businesses, regulators, financiers, and more. Some of the cross-cutting themes that we will 
address include:  digital innovation and transformation, governance and politics, resources and finance, law and society, 
and security and privacy.

Nepal and the World (NaW): 

Nepal and the World will operate to study Nepal’s foreign policy and diplomacy in the context of a globalized world and 
support public debates in the field of foreign affairs especially in relations to the economy. It focuses on analyzing Nepal’s 
foreign policy making and diplomatic practices to map out the areas/actors of significance to its international relations that 
will push economic growth and transformation.
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We are striving to ensure financial sustainability for NEF to complement the 
support it currently receives from beed management and the Open Society 
Foundations. If you are interested to support NEF, please do get in touch with 
info@nepaleconomicforum.org

NEF operates in domain of Development Consulting (devCon) in conjunction with beed 
management. It works with a variety of bilateral, multilateral, national and international 
institutions in the areas of policy research, economic analysis, value chain analysis, 
enterprise development, sectorial studies and public private dialogue.

Doing Business in Federated Nepal (DBFN):

Nepal Economic Forum has been engaged in the discourse of federalism in Nepal since 2009. It has conducted multiple 
policy discourses, done assessments and produced publications on doing business in Nepal in the context of federalism. 
Hence, through the Doing Business in Federated Nepal (DBFN) vertical, NEF shall continue to engage itself in fostering a 
conducive business environment in the federated structure, supporting local businesses and empowering local bodies in 
governance. For this, NEF intends to open national chapters in each of the seven provinces of Nepal to promote localized 
efforts.



 

P.O.Box 7025, Krishna Galli, Lalitpur - 3, Nepal 
Phone: +977 1 5548400

info@nepaleconomicforum.org 
www.nepaleconomicforum.org
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