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Summary
Finance Minister Dr. Yubaraj Khatiwada presented the budget of Rs. 1.47 trillion for fiscal
year 2020/21 on May 28, 2020. The major objective of the budget has been stated to be
expansion of health services, fixing the supply chain broken by the pandemic, generating
employment opportunities, continuing the construction projects, making services such as
education and drinking water accessible in all parts of the country, and implementing
good governance at the local and national level. The lockdown instituted by the
government to combat the coronavirus pandemic continued to be in effect for this month
with steps being taken to end the lockdown near the end of the month. The Government
of Nepal (GoN) and the Nepal Rastra Bank (NRB) have continued to take steps to ease
the financial constraints that the economy is facing. International Monetary Agencies and
INGOs have committed to providing additional financial support to fight the economic
toll of COVID-19.

Fiscal Sector
The budget estimate as announced by the Finance Minister Dr. Yubaraj Khatiwada on 28
May 2020; for the next fiscal year stands at Rs 1.47 trillion; 4% reduction (Rs. 58 billion)
from Rs 1.53 trillion in the current fiscal year 2019/20. The budget has set a target of
achieving a 7 percent economic growth rate. Conditional grant and fiscal equalization for
provinces stand at Rs 36.35 billion and Rs 55.19 billion respectively. For the local
governments, Rs. 161.4 billion has been allocated as a conditional grant and Rs. Rs. 90.5
billion as a fiscal equalization grant. The Lower House of the Parliament endorsed the
Appropriation Bill for fiscal year 2020/21 on June 10, 2020. Rs 889.62 billion in revenue,
60.52 billion in foreign grants, 299.5 billion in external loans, and 225 billion in internal
loans have been stated as the sources of financing Rs. 948.94 billion has been allocated
for recurrent expenditure, Rs. 352.91 billion for capital expenditure and Rs. 172.79 billion
for financing.
As seen from Table 1.1 below, the revenue collection for the next fiscal year is less than
that from the current fiscal year. The economic closures and difficulties arising due to the
COVID-19 pandemic has been stated as the reason for this decrease in revenue as a
source of finance.
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Table 1.1: Sources of financing in budget estimate 2077/78 and 2076/775

Budget 2020/21
Sources of
Finance

Amount
(in Rs)

Revenue

889.62
billion

Budget 2019/20

Sources of
Percentage Finance

Amount (in
Rs.)
981.13
billion

60.30% Revenue

Percenta
ge
64%

60.52
Foreign Grants billion

Foreign
4.10% Grants

299.5
External Loans billion

External
20.30% Loans

298.83
billion

19.50%

Internal Loans 225 billion

Internal
15.30% Loans

195.00
billion

12.72%

58.00 billion

3.78%%

Table 1.2: Allocation of expenses in budget estimate 2077/78 and 2076/77

Budget 2020/21

Budget 2019/20

Expenses

Amount
(in Rs.)

Financing

172.79
billion

11.70% Financing

167.5
billion

Capital
Expenditure

352.91
billion

Capital
23.90% Expenditure

408.59
billion

26.60%

Recurrent
Expenditure

948.94
billion

Recurrent
64.40% Expenditure

957.1
billion

62.40%

Percentage

Expenses

Amount (in Percenta
Rs.)
ge
11%

President Bidhya Devi Bhandari presented the Annual Policies and Programs on 15 May
2020. The policies and programs focused on agriculture, health, and education sectors
with a special focus on digitization, and creating employment opportunities for returnee
migrants.
After the Annual Policies and Programs had been presented, different groups presented
recommendations for the budget to the government. The parliamentary Finance
Committee recommended the government to create a financial package worth Rs. 188
billion to stimulate the economy. The committee also set a ceiling of Rs. 1.7 trillion for the
budget. The Federation of Nepalese Chamber of Commerce and Industry
(FNCCI)8prepared a suggestion paper for the government listing the demands from the
private sector. The paper suggested the government to review and reduce income tax,
6
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value-added tax (VAT) and other taxes so that the businesses can help recover from the
negative impact of the pandemic. Nepali Congress, the opposition party in the
government also formed a special committee under former Finance Minister Ram Sharan
Mahat which recommended the government to have a smaller budget in the range of Rs.
1.35 trillion - Rs. 1.4 trillion.
As the COVID-19 has had a negative effect on the country’s economy (current fiscal year’s
economic growth rate is predicted to be 2.3 percent down from the original government
estimate of 8.5 percent), the budget has been prepared to combat these effects.
According to NRB, due to the COVID-19 pandemic, the Nepali economy is going to
suffer a loss of around Rs. 168 billion in the current fiscal year. The Stock Market which has
remained closed since the month of Chaitra will remain closed until the end of Jestha
according to the notice issued by the Nepal Stock Exchange Ltd. A study conducted by
Institute for Integrated Development Studies (IIDS) for United Nations Development
Program (UNDP) in Nepal found out that three in five employees have lost their jobs due
to the pandemic across both the formal and informal sectors.
There have been various programs proposed in the budget to help people and
businesses affected by the COVID-19 pandemic. Rs. 1 billion has been allocated to create
training programs for people who have lost their jobs and Rs. 11.6 billion has been
allocated for unemployed and migrant workers returning from abroad with the aim of
employing them in development programs. For businesses, an allocation of Rs. 500
million has been made for charging a 2 percent interest rate for startups, Rs. 100 billion
has been for Refinance Fund through the Nepal Rastra Bank (NRB), and a five percent
interest on loans for the small and medium-sized businesses. Furthermore, a fund of Rs.
50 billion has also been established by the government to help the businesses affected
by the COVID-19 pandemic.
The healthcare sector has been given the biggest increase in budget It has been
allocated Rs. 90.69 billion in the next year’s budget which is an increase of 32 percent
from the current year’s budget of Rs. 68.78 billion. Rs. 19.42 billion has been allocated in
the budget for constructing new and upgrading the current airports. The construction and
upgrades have been planned to expand the air connectivity between provinces and to
add and improve the services provided such as starting night flights.
Despite the efforts of the government to create a budget that addresses the needs of the
country’s economy, there has been criticism leveled at the plan. The government’s
decision to hike the taxes on electric vehicles (EVs) and baby foods have been heavily
criticized. Finance Minister Khatiwada defended the rise in taxes for EVs by arguing that
7
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the import rates were changed only for the vehicles to be used for private purposes.
Similarly, Minister for Energy, Water Resources, and Irrigation Barshaman Pun defended
the tax hike by mentioning that the amount would be used to finance the Rs. 11.62 billion
subsidies for electricity users that have been announced. There has also been criticism
that the budget has not done enough for the sectors that have been affected by the
COVID-19 pandemic. The provisions introduced in the budget especially for the hotel and
tourism sectors have been stated to be insufficient to deal with the scope of damage
created by the pandemic. Concern has also been raised about the implementation aspect
of the budget. In addition, the high economic growth rate target and the lack of concrete
programs that address the food deficit have also been criticized.
Another criticism the government has been facing currently has been about the expenses
made in response to COVID-19. Nepali Congress had demanded the government to
present the details of the expenses made to date. Prime Minister’s Press Advisor Surya
Thapa made details of the expenses to date public on 13 June 2020. The report states
that the Ministry of Health and Population has spent Rs. 1.58 billion, the Ministry of
Defence Rs. 2.40 billion, the Ministry of Home Affairs Rs. 24.58 million, the Ministry of
Culture, Tourism, and Civil Aviation Rs. 52 million, the Ministry of Urban Development Rs.
26.97 million, and the Ministry of Education, Science, and Technology Rs. 14.2 million so
far. However, the letter has come under scrutiny as it has no official letterhead, date,
stamp, or signature.

Monetary Sector
According to the NRB, based on the first ten months of the current fiscal year the inflation
rate for the month of Baisakh 2077 (mid-April to mid-May 2020) was 6.46 percent on
average and was 5.83 percent on a year-to-year basis. In Baisakh, the food and beverage
inflation was 8.66 percent and the non-food inflation was 3.67 percent. Till Baisakh, the
broad money supply increased by 10.5 percent. The broad money supply increased by
16.1 percent on a year-to-year basis in Baisakh. According to the data from NRB and
Financial Comptroller General Office (FCGO), the weighted average interest rate on
deposit was 6.4 percent and the weighted average interest rate on credit was 11.0
percent. Monetary policy for the next fiscal year is going to be unveiled in the month of
July.

External Sector
During the month of Baisakh, NRB reported that the imports decreased by 13 percent
and the exports increased by 4.5 percent, the Balance of Payments (BOP) remained at a
8
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surplus of Rs. 120.90 billion, and the gross foreign exchange reserve was $10.25 billion.
The remittance inflows decreased by 6.1 percent and amounted to Rs. 680.84 billion in
Baisakh. NRB’s report also stated that in the month of Baisakh, the current account had a
deficit of Rs. 105.74 billion, the capital transfer was Rs. 12.49 billion, and the foreign
direct investment was Rs. 17.42 billion.
The Nepal government has continued receiving financial support from development
partners and INGOs to help combat the economic impact of COVID-19. Asian
Development Bank (ADB) has approved a $250 million loan through its COVID-19 Active
Response and Expenditure Support (CARES) program for supporting the government’s
testing program and establishing quarantine facilities. Furthermore, around 30 foreign
NGOs have provided a collective amount of Rs. 1.2 billion to support Nepal’s effort to
battle the COVID-19.

Infrastructure
As the lockdown continued to be in effect for the month of Jestha, the government
continued with its decisions from the previous month to allow select businesses,
industries, and construction projects to operate provided they followed the guidelines
provided by the local and federal government. The construction projects which had been
stalled due to the COVID-19 restrictions restarted after the government’s decision. Lower
Modi and Mid Modi hydropower projects, Kali Gandaki transmission corridor project, and
Modi-Lekhnath transmission line project are few construction works that have now
resumed as the workers who went home due to the lockdown have been allowed to
return to work. The pandemic has slowed down work on projects such as the Upper
Tamakoshi Project which has delayed the completion date of these projects. A major
construction project that has been completed during this month has been the runway
extension and completion of departure terminal building in the TIA. While the
manufacturing sector has also opened following the ease in lockdown restrictions, the
sector has been operating below capacity due to low demand and problems in supply
chains.

Industry Focus
Due to the lockdown, various industries are still seeing negative effects. Particularly, dairy,
hotel, and textile industries are looking for relief from the government as the lockdown
has adversely affected these industries. Similarly, public transportation has been another
sector negatively affected by the pandemic. Even now as the government has allowed
private vehicles to be used on an odd-even basis, there has not been a concrete plan on
9
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when the public vehicles will be allowed to operate. The textile industry and public
vehicles are some industries that have been looked over regarding the economic impact
of the pandemic. Nepal Tourism Board (NTB) proposed the government to set up a
Coronavirus Job Retention Fund of Rs. 20 billion to be able to pay the furloughed workers
in the tourism sector. NTB has also recommended the government to encourage
domestic tourism; it presented the proposal to start a Leave Travel Concession (LTC)
program. Under the LTC, employees would be given travel leave by their work to travel
inside the country.
While the government has been preparing plans to rescue the economy from the slump it
is facing due to the pandemic, implementation of these programs as envisaged in the
budget to achieve 7% percent economic growth remains a huge challenge.
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GOVERNANCE
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Summary
The uphill battle of containing COVID-19 and managing the ensuing crisis continues for
all tiers of the government (federal, provincial, and local) as the cases continue to increase
at a rapid pace. The influx of returnees, especially from India, has shown an inadequatelevel of planning, preparation, and implementation of the government's response to the
pandemic. The budget for the fiscal year 2020/21 was presented this month. The budget
has prioritized the health sector, recovery of the economy put in hiatus by COVID-19.
However, concerns remain over the effective implementation of the budget, and whether
it is enough to tackle the effects of the pandemic.

Key Decisions and Events
Table 2.1: Timeline of key events and decisions

Dates

Decisions and Events

17 May

Cabinet endorses new political map of Nepal that includes
Kalapani-Lipu Lekh-Limpiyadhura
National assembly endorses Bill on Special Services

20 May
23 May
28 May

Rukum incident and Rupandehi incident (explained in detail in
Human Development review)
Budget for fiscal year 2077/78 presented by the finance minister

30 May

Lockdown extended till June 14

3 June

Interaction program with experts by the Prime Minister

3 June

OHCHR released press brief on deteriorating press freedom in
Nepal
Committee formed to probe Soti case of Rukum

8 June
9 June
10 June

Voluntary movement of people against the government’s action
and response to COVID-19
The decision to ease lockdown in three phases

Budget for FY 2020-21
The budget for the FY 2020-21 was presented on 28 May amounting to NPR 1,475 billion
(comparison with last year’s budget allocation along sectors is included in Human
Development review). In response to the ongoing pandemic, there has been a significant
increase in budget allocation to the health sector. The Ministry of Health and Population’s
budget increased by 32 percent amounting to NPR 90.69 billion from the previous year’s
budget of NPR 68.78 billion. Similarly, NPR 12.46 billion has been allocated for health
12
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infrastructure development and NPR 14.27 billion for the construction of new hospitals.
Similarly, for the subnational entities such as provinces and local levels, a significant
amount has been allocated. The province will receive NPR 99.87 billion and the local level
will receive NPR 262.75 billion. This amount is the sum of equalization, supplementary,
special, and conditional grants. The provincial and local governments need to prepare
and present their budget in the upcoming month.
The government’s expenditure for FY 2019-20 till Jestha was NPR 610.68 billion and it has
increased by 12.9 percent from last financial year. The current expenditure amounted to
NPR 450.78 billion, capital expenditure amounted to NPR 96.48 billion, and expenditure
for financial management amounted to NPR 63.42 billion. The increasing current
expenditure suggests the bloated size of civil service. The bloated size is contrary to the
general practices of decentralization and devolution which Nepal has recently adopted.

COVID-19 Response
With the increasing number of cases and foreign returnees, all tiers of government are
centered on containing the pandemic. The subnational government entities are working
as per the direction of the federal government on the establishment and operation of
quarantine facilities. Some of the proactive local levels have purchased the testing kit and
begun their testing. The number of testing labs and hospitals has been increased in
response to the rising number of cases. The centralization of essential health care services
has been another major hurdle in providing an effective response to the pandemic.
Table 2.2 Number of health facilities for COVID-19 Pandemic

Health Facilities

Number

Testing Lab

16

Hub Hospital

25

Designated Valley Hospital

6

Designated Hospital at Province

14

District Level Hospital

50

Medical College/Academia

20

Source: Ministry of Health and Population, 2020

The sub-national entities were instrumental when the number of cases and the number of
people to be placed in quarantine was low. Now, the local units are struggling to cope
with the increased number without financial and logistic support from the federal and
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provincial. These facilities are turning into hotbeds for the spread of COVID-19. On top of
that, many of the facilities do not meet the standard set by the WHO on quarantine
management. This has put those in quarantine and health professionals working there in
serious risk.
The government deserves credit for starting lockdown very early, which prevented the
spread of the pandemic initially. However, its response since then has been more ad hoc.
The lockdown was extended multiple times, but without required increases in testing and
strict enforcement along the border with India. Most countries, such as New Zealand and
Vietnam, which has had successes in controlling the virus, had tested aggressively.
Similarly, successful countries also started ‘lockdown’ when the rate of infections was
increasing at a rapid pace and ended the lockdown when the rate started to climb down.
However, given the lockdown started early in Nepal, most people and the business
community suffered from ‘lockdown fatigue’, and hence towards the end of May, started
to defy lockdown. During this period, the rate of infections had really started to increase,
but the previous form of ‘lockdown’ was not enforceable. In general (and successful)
cases, lockdown started when the rate of infection was increasing, and lockdown was
lifted once the rate started to decline. However, in the context of Nepal, lockdown started
when the infection was very low and stable, and loosened while the infection rate was
increasing for reasons described above.
On top of that, controversies on the procurement of medical goods, and lack of
transparency have resulted in protests in the country. They demand improvement in
quarantine facilities, use of polymerase chain reaction (PCR) tests, and report on the
government’s COVID-19 expenditure. The Prime Minister dismissed the allegations
against the government and reiterated that the response has been up to the mark. Even
during the period, cases of corruption have not stopped. CIAA has filed 40 cases of
corruption and conducted sting operations to nab the perpetrators.

Political Map
The House of Representatives passed a resolution updating the map of Nepal to include
Kalapani, Lipu Lekh, and Limpiyadhura as Nepali territories. There was unanimous support
for this bill from all the political parties. These territories lie east of the river Kali, the
border between Nepal and India based on the Sugauli Treaty. However, Indian troops
were stationed across 18 checkpoints in Nepali territory during the Sino-Indian war of
1962. All other border-posts were removed after the War but India continued to occupy
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Kalapani. This has led to historic lows in relations between Nepal and India [for details,
see Foreign Policy review].
The House of Representatives passed a resolution updating the map of Nepal to include
Kalapani, Lipu Lekh, and Limpiyadhura as Nepali territories. There was unanimous support
for this bill from all the political parties. These territories lie east of the river

Rukum (West) Incident
Caste-based violence occurred in the Rukum district of Nepal. A boy from the so-called
lower caste wanted to marry a girl from the so-called higher caste. Four people were
dead and two are missing. [for details, see Human Development section]. The whole
village was involved in this violence including the elected leaders. Initially, the police were
unwilling to register the case. The case was registered only after pressure from concerned
groups. This reflects the deeply rooted discriminatory practices in the society and the
institutions despite guarantees of equality in the constitution. After intense pressure from
various sectors of society, a nine-member committee was formed to investigate the
incident and present its findings after 30 days of starting the formal investigation.
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FOREIGN
AFFAIRS
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Summary
Three central themes in Nepali foreign policy and diplomacy can be discerned in the
month of Jestha. Two of them are continuing from Baisakh 2077. First, COVID-19 had a
major impact. All bilateral and multilateral meetings were conducted via telephone or
online. COVID-19 was a major theme in all of them. The returning of Nepali migrant
workers and the safety of diaspora were crucial elements. Second, the territorial issue with
India continued. The House of Representatives approved the publishing of the new map
that includes Limpiyadhura-Lipu Lekh-Kalapani as Nepali territory and the constitution
was amended to make the corresponding change in the national seal. The relation with
India has been tenuous, but India continues its policy of strategic delay in having highlevel discussions on solving the issue. Both issues are likely to be central issues for next
month. Third, the debate on MCC heated up, primarily because of division within the
ruling party. While the Prime Minister and the Foreign Minister have defended it, MCC is
still a toss-up.

Nepali Foreign Policy amid COVID-19 Pandemic
COVID-19 was the major point of discussion between Nepali leaders (Foreign Minister,
Prime Minister, and President) and their counterparts in bilateral and multilateral forums.
During the period, the leaders had several telephone conversations with their
counterparts from around the world. MOFA released seven press releases. Two of them
were regarding the natural disaster brought about by cyclone Amphan that affected India
and Bangladesh. Based on the Twitter feeds of MOFA and Foreign Minister Pradeep
Gyawali, there were several bilateral telephone conversations. The summary is included in
Table 1 below. The summary indicates a good mix of donor countries and labor recipient
countries, two groups of countries that are crucial for immediate and long term interest of
Nepal. A glaring exception is the absence of any high-level talks with Indian counterparts.
Though lockdown ended in the current form at the end of Jestha, all domestic and
international flights are to remain suspended until 5 July. A major priority for the
government was to bring back Nepali migrant workers who were stranded in several
countries around the world2. The government scheduled a total of 67 evacuation flights3
in from 11 to 25 June. In the days preceding this, Nepali nationals were repatriated from
Myanmar, UAE, and Hong Kong, among others. NRNA has prepared the preliminary list
of nearly.

17

NNMiR Jestha 2077 BS (May-Jun 2020)

Table 3.1: MOFA Press Release/High-level ‘meetings’, Jestha 2077

Date

Statement

14
June*

NepalIsrael

11
June*
11
June*
09
June

NepalCanada
Nepal-UK

05
June

NepalGlobal
Vaccine
Summit
(UK)

04
June

NepalOHCHR

Nepal-EU

Official
involved
FMs

Foreign
Ministers
FM-Minister of
State at FCO
FM-VicePresident,
European
Commission/
High
Representative
for Foreign
and Security
Policy, EU
President

MOFA

Issue

Mechanism

60th Anniversary of
establishment of
diplomatic relations
COVID-19; Areas of
mutual interest
COVID-19; Matters of
mutual interest
COVID-19; EU
Support for health
sector; joint-visits;
collaboration on
issues of global
importance

Bilateral

Support for
developing countries
on vaccination and
immunization; the
need for equitable
access of vaccine to
all
Clarification on
OHCHR’s news
release regarding
press freedom in
Nepal

Multilateral

18
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Multilateral

International
Organization
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03
June

NepalChina

MOFA

01
June

NepalIsrael

PMs;

01
June*

NepalKuwait

FMs

22
May
22
May

NepalIndia
NepalBanglades
h
NepalIreland
NepalSaudi
Arabia

21
May*
14/
May*

Bilateral

MOFA

Clarification of Nepal’s
‘one China’ policy and
non-intervention vis-àvis National Security
Law of Hong Kong
60th anniversary of
diplomatic relations;
COVID-19; transfer of
technology in
agriculture and health
Nepali nationals in
Kuwait and their
safety, welfare and
safe return
Cyclone Amphan

MOFA

Cyclone Amphan

Press release

FMs

COVID-19; Nepali
diaspora
COVID-19; protection
and care of Nepali
nationals in Saudi
Arabia

Bilateral

FM-Prince
Faisal bin
Farhan Al
Saud

Bilateral
(telephone
conversation)

Bilateral

Press release

Bilateral

* Based on the tweets of MOFA of Nepal @MOFANepal

40,000 Nepalis in various countries in the Middle East who want to return home. The
government effort is laudable, but more needs to be done. There are complaints that the
returnees are charged exorbitantly high fees for the flights. Hence, special care should be
taken to ensure affordability.
The risks of COVID transmission from returnees from India to Nepal remain high. As of 14
June, India had the third-largest number of confirmed COVID-19 cases globally. India has
eased lockdown except in high-risk zones which have been extended until June 30. This
has complicated the situation of Nepali returnees from India. They can return to Nepal via
20 border crossings, yet the risks remain high. PM KP Oli reported that around 85% of
COVID-19 patients in Nepal are India-returnees. Around 10,000 Nepalis are returning
19
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from India to Nepal on a daily basis. His remarks last month that Nepal faces a higher risk
of COVID-19 transmission from India than China created a media storm in India.
At the same time, around 5,000 tourists were still stranded in Nepal. Some, for instance,
Australian and New Zealanders, have returned back using chartered flights.

Bilateral and Multilateral Support
Various states and international agencies have continued their support to Nepal for
fighting COVID-19. On 17 May, India provided 30,000 PCR test kits to Nepal. On 1 June,
the government of Province 1 received medical supplies worth Rs. 77.3 million from Tibet
Autonomous Region of China. It contained two sets of PCR test machines, 1,000 RDT kits,
1,000 swab sticks, 1,000 VTMs, three ventilators, 5,000 PPE, among others. On 2 June,
the US embassy in Kathmandu donated medical essential supplies to the APF. The
supplies included 60 sets of PPE, 7,000 VTMs, and 4,800 RNA extraction kits. Nepal Army
imported 18.8 tons of medical supplies from China on 19 May. The NA has signed a deal
to import 342 tons of medical supplies from the neighbor. In the meantime, some UN
agencies have been accused of spending millions in unnecessary field trips during
COVID-19 Pandemic.
On 25 May, Japan extended its grant assistance of ¥1,170,000,000 (equivalent to Rs. 1.3
billion) to Nepal for the development of the Digital Elevation Model and Orthophoto.
Similarly, The World Bank has approved a $450 million project to help Nepal improve its
roads on the 11 June and set the course for post-COVID recovery. The World Bank
Country Manager Faris Hadad-Zervos stressed the urgency of economic recovery.
Meanwhile, the Embassy of India and the Ministry of Education signed 7 MoUs for
rebuilding 56 higher secondary schools as part of GOIs post-earthquake reconstruction in
Nepal with a grant of Rs. 2.95 billion.
On 5 June, the President of Nepal addressed the Global Vaccine Summit and emphasized
the need for equitable access of vaccines to all once the COVID-19 vaccine was
developed. The summit raised USD 8.8 billion for the Global Alliance for Vaccines and
Immunizations.

Debate on MCC
GoN and Millennium Challenge Corporation signed a USD 500 million compact on 17
September 2017. Nepal was the first South Asian state to sign the compact. The Compact
would focus primarily on regional energy connectivity and transportation. However, the
Compact has to be passed by the Nepalese parliament. However, the issue has divided
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the ruling party. Some within the ruling Nepal Communist Party oppose the compact
alleging that the Compact is a part of the US’s Indo-Pacific Strategy which has security as
one of its pillars. The NCP task-force formed under the leadership of former Prime
Minister Jhala Nath Khanal (and included FM Gyawali, and Standing Committee Member
Bhim Rawal as members) to analyze the Compact found that there were conflicting and
contradictory clauses in the agreement. Hence, it suggested wide discussion and
amendment of some clauses before ratification. However, FM Gyawali and lawmakers
from the Oli Camp say that MCC should be implemented without delay.
On 30 May, NCP Secretariat meeting has decided to halt all activities being carried out as
part of MCA as MCC is yet to be endorsed through the federal parliament. Several party
meetings have failed to make any headway on the fate of the MCC deal. This is seen by
many as a reflection of competition for power and position within the ruling party.
Meanwhile, Principal Deputy Assistant Secretary of Bureau of South and Central Asian
Affairs of the US Department of State, Alice G Wells, implied that China was behind the
current ‘unnecessary controversies’ and hoped that ‘Nepal does not take dictation from
China’. If anything, this is counter-productive to the future of MCC in Nepal. Chinese
Foreign Ministry spokesperson responded by saying that the comments showed American
‘arrogance, prejudice, selfishness, and narrow-mindedness’. It shows that the US views
Nepal predominantly through the prism of global geopolitical competition between
China and itself. This is a reflection of growing Sino-US tensions, and Nepal could suffer
from spillover effects if it does not take a smart approach.
First, this debate shows that Nepal still eagerly signs agreements without studying its
implications. Had Nepal shown maturity before signing (or not signing) the agreement in
2017, the controversy would have been avoided. Second, the debate also raises
questions on the trustworthiness and the ability of Nepal to act upon previously signed
agreements. In saying that, it is a good sign that Nepal has finally had the debate. We
hope that the debate on MCC is based on facts, and not on emotions.

The Border Dispute with India
The current eruption of border dispute started with the Indian Defense Minister’s
inauguration of the road linking Pithauragarh to Mansarovar in Tibet via Lipulekh (for
details see Year 1, Vol 1 of NIPoRe Month in Review). The issue escalated further during
Jestha. President Bidhya Devi Bhandari, while presenting national policies for the coming
fiscal year, said that the government would make concrete diplomatic efforts to secure the
Nepali territory encroached upon by India. Following that, Nepal’s House of
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Representatives endorsed a new political map that includes Kalapani, Limpiyadhura, and
Lipu Lekh as Nepali territory. India responded the same day. Ministry of External Affairs,
India, spokesperson remarked that ‘artificial territorial enlargement’ was not acceptable
and hoped that Nepal will create a positive atmosphere for diplomatic dialogue. On 28th
May, the MEA spokesperson remarked that India attaches great importance to deeprooted historical, cultural, and friendly relations with Nepal.
A large section of Indian media has tried to frame Nepali response as done at the behest
of China or Nepal as a ‘client state’ of China. Some have actively sought to divide the
Nepali Army and the government. At the same time, the issue has raised deep-rooted
suspicions regarding the Indian approach to Nepal. Former Army General Prem Singh
Bansyat accused India of having a goal to turn Nepal into another Sikkim, if not a puppet
country like Bhutan. Others have analyzed that India wants control over the disputed
lands as a fait accompli.
In a sign that Indian establishment is observing the developments in Nepal, Indian
Defense Minister Rajnath Singh called Nepal a ‘brother state’ and said that he would not
allow bitterness to enter into Nepal-India ties. Army Chief Naravane said that India has
and will have a strong relation with Nepal. However, India is still reluctant to engage
Nepal and is strategically delaying diplomatic talks. Nepali Foreign Ministry is still
awaiting response from India about the dates for holding talks with India on borderrelated issues. Indian excuse that the issue will be dealt with after proper management of
COVID holds no water especially given the way India has actively engaged with China
regarding border clashes.
In another milestone, GoN also formed a 9-member panel led by Dr. Bishnuraj Upreti to
collect evidence that the disputed territories are and have been a part of Nepal. On 10
June Nepal’s House of Representatives unanimously passed an amendment to the
constitution paving way for replacing Nepal’s map in the national emblem with the
country’s new political map released earlier in the month. It sent a strong message that
Nepal remained one on the face of territorial encroachment by India. India ‘noted’ the
decision and said the artificial enlargement of claims is not tenable. It also stated that it
was a violation of current understanding to hold talks on outstanding boundary issues.
The latter was ironic in that India has been delaying holding talks.
The issue is certain to further raise temperatures in both Nepal and India. There is no easy
solution to the issue, but no real alternative to dialogue at the highest level. The
government of Nepal has raised the stakes higher and invested its political capital on the

22

NNMiR Jestha 2077 BS (May-Jun 2020)

issue. There is no way back for the government now. Hence, the issue is certain to be at
the forefront of Nepal-India relations for the foreseeable future.
Meanwhile, China has distanced itself from the issue. It has consistently called the issue
‘bilateral’. Prime Minister KP Oli said that China has clarified that its agreement with India
to open a link road through Lipu Lekh pass does not affect the outstanding boundary
questions between Nepal and India.

Ambassadorial Watch
South Korea has appointed Park Chong-Suk as the new ambassador to Nepal. He was the
former Dean of Planning and Assessment at the Korea National Diplomatic Academy. He
succeeds H.E. Park Young-sik.
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HUMAN
DEVELOPMENT
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Summary
For the month of Jestha, there have been three major issues in the human development
sector. First, the President presented the plan and policies of the government, and the
finance minister presented the national budget for the FY 2020/21. Second, the engraved
caste system in our society came to the fore following the Rukum incident. Finally,
COVID-19 continues to rage on and continues to be the centerpiece of government
response.

Budget for FY 2020/21 and Human Development
On May 28, Finance Minister Yubaraj Khatiwada presented the national budget of NRs.
1,474.64 billion for the FY 2020/21. The major focus for the year 2020-2021 was going to
be reviving the economy following the effects of the COVID-19 pandemic and
strengthening the health sector. This is reflected in the government’s budget.
Table 4.1 Nepal Annual Budget FY2019/20 vs FY2020/21

Category

General Public

Budget in FY

Budget in FY

2019/20

2020/21

(in billions)

(in billions)

Change (%)

459.05

494.34

7.69

Defense

50.10

49.22

-1.76

Public Peace and

78.40

56.29

-28.20

Economic Affairs

541.37

389.00

-28.15

Environment

26.79

11.66

-56.48

78.75

81.86

3.95

68.78

90.69

31.86

Service

Security

Protection
Housing and
Community Service
Health
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Entertainment,

7.23

7.23

no change

Education

163.76

172.19

5.15

Social Security

71.38

97.79

36.99

1530.00

1474.64

-3.61

Culture, Religion

Total

It can be seen from the table that the government has highly prioritized the health and
social security sector for the next fiscal year as seen by a whopping 31.86% and 36.99%
increase in the budget as compared to FY 2019/20. The government has planned to
revamp the entire health sector and provide international quality health services3. The
main priorities of the budget are to save lives and address the pandemic, increase the
number of hospital beds at district and zonal level hospitals, intensive care beds at various
hospitals, set trauma centers in hospitals near highways, and add health desks at
international airports and land crossings:
• Rs 6 billion have been allocated for the treatment of people infected with COVID-19
and NRs 500,000 each to provide insurance cover for health workers in the frontline.
• Rs 12.6 billion has been allocated for the development of infrastructure in health care
which will be used to set up 300 best infectious disease hospitals in Kathmandu, and
50-bed hospitals in the capitals of all provinces.
• Rs 14.27 billion has been allocated to set up hospitals with 5-15 beds in each of the 753
local levels, 20 50-bed hospitals in 75 districts, and at least 200 beds in the 14 zones.
Plans have also been made to build 500-bed hospitals in each province, upgrade the
Pokhara Academy of Health and Sciences, Karnali Academy of Health and Sciences,
Koshi Hospital, Narayani Hospital, Bheri Hospital and Dadeldhura Hospitals to “special
issued service”
In Spite of the increased health budgets, some still question the budget adequately
addresses the challenges posed by COVID-195. Meanwhile, other sectors for human
development faced the cut. Not enough funds have been allocated for educational
programs. The government's plan is to expand technology-based education at the school
level and promote research at the university level, as well as restructure Tribhuvan
University. The ministry of education, science, and technology have received NRs 171.71
billion (11.64%) of the national budget. This will negatively impact the government's plan
to promote research in universities and attain total adult literacy by the end of the FY
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2020/21. Currently, the net enrollment at the first grade is 97.1% and with the insufficient
budget allocated to expanding education, bringing the 3% to school in a year seems
close to impossible.
In addition to education, the budget fails to fund environmental issues and address
challenges as well. The budget on the environment is almost halved. The government has
increased tax on e-vehicles. This could have been a result of the government attempting
to increase its revenue base given the state of the economy, but it will have a negative
impact on the environment and sustainability.

Caste-based Discrimination in Nepal
The Constitution of Nepal envisions a ‘discrimination-free’ Nepal based on caste,
ethnicity... however, discrimination based on ... is still the ugly reality. This came to the
fore with the killing of a 21-year old Dalit man from Rukum and four other youths at the
hands of upper caste people. Mr. Nabaraj was in love with an ‘upper’ caste girl, Rosy
Malla, and went to marry along with 18 of his friends. However, they were brutally
attacked and four of them were killed by the family of the girl because they were against
their daughter marrying a Dalit. Another tragic incident happened in Devdaha
Municipality when a 13-year old Angira Pasi (a Dalit) was married to her alleged rapist and
was found dead hanging the very next day. Initially, the police deemed it a suicide and
refused to register the case. The issue received national media and eventually, the
National Human Rights Commission and the Human Rights Watch got involved. The
police have detained the ‘rapist’ along with his mother and aunt.
These issues expose the sorry state of Dalits, women, and children in Nepal. The UN High
Commissioner for Human Rights said that caste-based discrimination and violence
continue with impunity despite constitutional guarantees. It has only gotten worse during
the pandemic. The government of Nepal established an independent high-level
committee to investigate the Rukum incident, but timely justice remains elusive to the
vulnerable.
Nepal has struggled to completely eliminate caste-based discrimination and
untouchability. Dalits, who make up 13.12% of the country’s population, have been
subject to the highest number of exclusive, degrading and threatening practices in the
nation. Both the Untouchability and Discrimination Act of 2011 and the Constitution of
Nepal both provide protection to Dalits and criminalize discrimination against them. Not
only have the recent incidents shone a light on the engravation of discrimination on the
society, but also the negligence of the government. Despite progress in papers, very little
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actual work is being done. The National Dalit Commission, formed in 2015 by the new
constitution, to oversee Dalit issues and hold the state accountable, has remained
inactive, as the government has failed to appoint a chief commissioner or office bearers.
The problem lies in the implementation of the plans and programs that have been
registered in the paper, especially when the country’s leadership is composed of mostly
Brahmin or so-called “upper caste” men. “The political parties claim to be guided by the
principles of Mao and Lenin, or socialism but they are led by ‘upper-caste’ individuals who
do not consider issues of caste to be of importance,” said Shailendra Ambedkar, an
advocate, and Dalit rights activist. A lot of discriminatory behavior continues to be
normalized and practiced even by political leaders and government officials. One of the
known cases involved a member of the Gandaki Province assembly, Krishna Bahadur
Thapa, who supported a group of people who denied a Dalit family entry into a public
building to perform the last rites of a man. These incidents are common but most go
unreported.
Similar to every other scenario, women are usually more affected. In the case mentioned
above, the 13-year-old was forced to marry her rapist before allegedly “committing
suicide.” In Nepal, we continue to sanctify a woman’s hymen and associate it with her
character, with the reputation of her family, with her social status. No matter the age
difference, the best solution to not lose “honor of the family” is for the victim to marry
them off to the rapist, which is followed by years of marital rape. The perpetrators who
come from powerful families never get punished, the victims who are poor never get
justice because the police themselves work to cover up the crime and work out an
arrangement. Rape is not just a sexual crime; it projects violence and power deeplyrooted in the nation’s patriarchy.

COVID-19 and the Response of the Government
This month saw the highest surge of coronavirus cases so far and increased deaths. The
month started with a total of 246 cases and 0 deaths. As of 14 June 2020 (32 Jestha
2077), Nepal has 5760 total cases of coronavirus and 19 deaths. As of Jestha 32, there
have been a total of 133,377 RT-PCR tests and 210,721 RDT tests in all seven provinces.
At the beginning of the month, the total number of tests was at 22664 RT-PCR and 62327
RDT, showing that the number of tests done has increased but not significantly. Prakash
Ghimire, director at the Tribhuvan University Microbiology Department, says, “It is not
feasible to rely on the methods and results of RDT kits and testing only. Emphasis must be
placed on real-time PCR testing.” Due to a lack of adequate PCR testing, as the number
of cases rises, doctors have warned that the health infrastructure will fail to handle the
increase at the current rate.
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The high-level committee led by Deputy Prime Minister Ishwor Pokhrel, made a decision
to bring back home Nepali nationals on the basis of priority on May 29 and passed a work
plan for the repatriation. On 1 June, the government finalized the work plan, deciding to
send a total of 10 flights to each foreign country in a day to rescue Nepalis stranded
abroad. The work plan identified 17 categories of Nepalis stranded abroad, including
students, government officials, and individuals abroad to meet family members, to be
prioritized during the repatriation. For migrant workers, their return home will be decided
based on their status and vulnerability.
On 5 June, a total of 26 Nepali nationals arrived in Nepal from Myanmar. On the same
day, 168 Nepalis returned from the UAE. According to the Ministry of Tourism, 24 flights
of Nepal Airlines, 19 flights of Himalayan Airlines for the time being and 24 flights of
other international airlines will be deployed to bring Nepalis home. Buddhisagar
Lamichhane, Joint Secretary of Tourism Ministry, said that about 11,000-12,000 Nepalis
will arrive on these flights. After these flights, the situation will be further analyzed and
necessary decisions will be made accordingly.
Labor and migration experts say that the authorities have underestimated the number of
people in the need of immediate repatriation. The Foreign Employment Board, which is
responsible for the welfare of migrant workers, had said earlier that 127,000 Nepali
migrant workers are expected to return home immediately, which is vastly different from
the estimate of 25,000 by the government.
The government has also faced increasing criticism of its repatriation plan and process.
The government plan to charge repatriation fees to Nepali migrant workers has been met
with criticisms from the right activists. On 3 June, a petition was filed in the Supreme
Court challenging the government’s plan to charge its own citizens for their rescue and
repatriation.
After the government announced that Rs. 10 billion has already been spent to prevent
and contain the spread of the virus in the country, protests emerged in different parts of
the country against the government’s incompetence in handling COVID-19. On June 9,
around 150 people gathered in front of the prime minister’s residence in Baluwatar,
demanding financial transparency, improved quarantine conditions, and wider use of
Polymerase Chain Reaction (PCR) tests. The protest, mainly to demand better
management of the pandemic, was peaceful and physically distant, but was met with
water cannons and batons to disperse the protesters. Protests have also been held in
other major cities like Pokhara, Biratnagar, Chitwan, Hetauda, and Birgunj.
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