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ECONOMY
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Summary 

In the month of Asar, the economic sector saw a remarkable move after the World Bank 

ranked Nepal up to a ‘lower-middle income’ country from ‘low-income’ country. After a 

significant slump in the month of Chaitra, Asar saw a slight improvement in remittance, 

hinting a less-than-predicted economic downturn. The month was also a huge step 

towards stronger infrastructural development and creation of new jobs after the Nepal 

Investment Board approved seven projects worth Rs 185.43 billion. Similarly, progress was 

made on the long-delayed Upper Tamakoshi Hydropower Project, which will move Nepal 

into an energy-surplus nation. The government also announced its monetary policy and 

the federal governments announced its budgets for the upcoming fiscal year 2020/21 

which mainly focuses on strengthening the economy and health sector post the 

pandemic. However, despite the progress made, Nepal still struggles with economic 

losses due to the coronavirus pandemic. With significant decrease in tax collection, 

government’s current revenue collection was insufficient to meet the compulsory liabilities 

of the government. Various industries such as the public vehicles and small business have 

been put in a difficult position as banks are asking for loan payments, and with no support 

from the government and no income for the last three months, they are in a fear of 

shutting down. 

Real Sector 

Nepal has been ranked up to a ‘lower-middle-income’ country for a ‘low-income’ country, 

as the World Bank said in its latest country classifications by income level report released 

on July 1. Nepal saw its GNI per capita rise to $1090 in 2019, surpassing the income 

threshold for lower-middle income countries. The year-to-year salary and wage rate index 

increased 7.48% in the month of Jestha, according to the BRS, compared to 9.54% a year 

ago. 

Fiscal Sector 

In the month of Asar, all five province governments announce their budgets for the 

upcoming fiscal year. The budget has a strong focus on health and employment, 

emphasizing specific programmes to fight the COVID-19 pandemic. A large portion of the 

budget has been allocated to infrastructure development to create employment 

opportunities for those who have lost jobs during the pandemic, and for migrant workers 

returning from abroad. The budget of all the provinces comes to Rs. 264.20 billion, a 

slight reduction from the current fiscal years’ budget of Rs. 269.57 billion. Province wise 

budget and its main focus is given below: 
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Province 1: Total Budget Rs. 40.89 billion 

The budget for Province 1 has slightly reduced to 40.89 billion from Rs 42.40 billion for 

the current fiscal year. Of the total amount, Rs 18.93 billion has been allocated for 

recurrent expenditure, Rs 21.92 billion for capital expenditure, and Rs 40 million for 

financing. 

Highlights of the budget: 

• Rs 1.10 billion to strengthen health infrastructure and increase medical services. Rs 500 

million has been allocated to purchase medicine and necessary health infrastructure for 

Biratnagar’s Koshi Hospital, the designated frontline COVID-19 hospital. 

• Rs 50 million for the ‘rural healthy mother’ programmes, which will provide emergency 

medical evacuations by air for pregnant and post-delivery women with severe 

complications 

• Rs 3.83 billion for the development of the agriculture sector and Rs 4 billion for 

irrigation. It has launched a Rs 120 million ‘my agriculture, my pride’ programme which 

will focus on employing migrant workers who have returned home due to the 

pandemic, by providing interest free loans. 
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Province 2: Total budget Rs. 33.56 billion 

The budget for Province 1 has significantly reduced to 33.56 billion from Rs 28.72 billion 

for the current fiscal year. Of the total amount, Rs 15.42 billion has been allocated for 

recurrent expenditure, Rs 17.97 billion for capital expenditure, and Rs 16 million for 

financing. 

Highlights of the budget: 

• Rs 250 million Covid-19 control and treatment fund being the province hit the hardest 

by corona and Rs 700 million to strengthen medical infrastructure and ensure the 

supply of medicines in times of crisis. 

• Rs 120 million to set up custom hiring services to promote farm mechanisms for 

commercial agriculture and Rs 317 for promotion of livestock and fisheries. 

• Rs 306.4 million to continue the women literacy program ‘Beti Bachao, Beti Padhao’ 

which will cover education insurance for 25,000 girls enrolled in school level. 
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Bagmati Province: Total Budget 51.42 billion 

Bagmati Province's budget has gone up to Rs 51.42 billion as compared to Rs 47.60 

billion of this fiscal year. Of the total amount, Rs 26.28 billion has been allocated for 

recurrent expenditure and Rs 25.11 billion for capital expenditure. 

 

Highlights of the budget: 

• Rs 17.8 billion for the development of physical infrastructure and continuation of the 

Bhimphedi-Kulekhani tunnel highway and construction of a province-level ring road. 

• Rs 194 million to combat Covid-19 and Rs 563 million for the development of medical 

infrastructure. 

• Rs 2000 per month as an allowance for orphans as a part of its social security scheme 
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Gandaki Province: Total budget 34.84 

Gandaki Province's budget has gone up to Rs 34.84 billion as compared to Rs 32.13 

billion of this fiscal year. Of the total amount, Rs 14.34 billion has been allocated for 

recurrent expenditure, Rs 19.99 billion for capital expenditure, and 50 million for 

financing. The budget focuses on combating Covid-19, economic recovery and job 

creation. 

Highlights of the budget: 

• Rs 2.91 billion for quality quarantine centers and dedicated hospitals, procuring test 

kits and other medical equipment. 

• Rs 1 billion to establish a ‘enterprise survival fund’ to help the industries affected by the 

pandemic such as the tourism sector. 

• Rs 184.20 million for skill development programmes to create unemployment for those 

who have lost jobs due to the pandemic. 
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Province 5: Total Budget Rs 36.35 billion 

The budget for Province 5 has slightly reduced to 36.35 billion from Rs 36.41 billion for 

the current fiscal year. Of the total amount, Rs 12.59 billion has been allocated for 

recurrent expenditure, Rs 18.61 billion for capital expenditure, and Rs 5.14 billion for 

financing. 

Highlights of the budget: 

• Rs 15.02 billion for physical infrastructure development, which is 41 percent of the total 

allocated budget. 

• Rs 165 million to enhance the skills of the youth and create 10,000 new jobs as well as 

Rs 100 million for self-employment in small industries. 

• Rs 650 million for an envisioned program 'agriculture tools in every hand: employment 

in every village’ hoping to create 42,000 jobs under this programme. 
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Karnali Province: Total Budget Rs 33.74 billion 

The budget for Province 5 has slightly reduced to 33.74 billion from Rs 34.35 billion for 

the current fiscal year. Of the total amount, Rs 11.67 billion has been allocated for 

recurrent expenditure, Rs 19.06 billion for capital expenditure, and Rs 2.99 billion for 

financing. 

Highlights of the Budget: 

• Rs 1.5 billion in programmes related to health, education and food to combat 

Covid-19. 

• Rs 100,000 in relief to families of those who’ve died from Covid-19, and Rs500 million 

for food procurement and supply amid a possible food shortage due to arrivals of more 

people from foreign lands 
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Sudurpaschim Province: Total Budget Rs 33.38 billion 

Sudurpaschim Province's budget has significantly increased to Rs 33.38 billion as 

compared to Rs 28.16 billion of this fiscal year. Of the total amount, Rs 14.18 billion has 

been allocated for recurrent expenditure, Rs 16.75 billion for capital expenditure, and Rs 

2.13 billion for financing. 

Highlights of the budget: 

• Budget focuses on the health sector amid the Covid-19 pandemic with the budget for 

the health sector increased to Rs3.26 billion from just Rs780 million. 

• Rs 500 million as an emergency fund to fight Covid-19 and plan to build 10-bed 

Covid-19 treatment hospitals in seven districts. 

• Rs 50 million to build drinking water facilities, roads, bridges, and health and education 

infrastructure at Byas. 
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Monetary Sector 

According to data published by NRB, based on the first eleven months of the current 

fiscal year 2019/2020, the inflation rate for the month of Jestha 2077 (mid-May to mid-

June) was 6.28% on average and a 4.54% on a year-to-year basis. In Baisakh, the food 

and beverage inflation rate stood at 5.41% and non-food and service inflation stood at 

3.87%. The broad money (M2) increased 12.9% in the eleven months of 2019/20 

compared to an increase of 11.2% in the corresponding period of the previous year. In the 

month of Baisakh, M2 expanded 17.5% on a year-to-year basis. Weighted average 

deposit and lending rates of commercial banks stood at 6.17 percent and 10.43 percent 

respectively in the review month. Such rates were 6.64 percent and 12.20 percent 

respectively in the corresponding month of the previous year. 

External Sector 

During the month of Baisakh, NRB reported that merchandise imports decreased 15.3% 

to Rs 1100.81 billion against an increase of 17.3% in the same period of the previous year. 

Destination-wise, imports from India, China and other countries decreased 20.3%, 0%, 

and 4.1%, respectively. In eleven months of 2019/20, merchandise exports increased 0.2 

percent to Rs.88 billion compared to an increase of 19.4 percent a year ago. Total trade 

deficit narrowed down 16.4 percent to Rs.1012.81 billion in the eleven months of 

2019/20. Remittance inflows decreased 3.0 percent to Rs.774.87 billion in the review 

period against an increase of 17.5 percent in the same period of the previous year. 

However, as lockdowns are being lifted across the world, there has been a noticeable 

increase in remittances. Remittances from mid-May to mid-June grew to Rs 62 billion. 

The government of Nepal has continued receiving aid from development partners and 

international companies. On 30 June, the Asian Development Bank approved a $3 million 

grant from its Asia Pacific Disaster Response Fund (APDRF) to further support Nepal in its 

fights against the coronavirus disease pandemic. The grant is financed by the government 

of Japan and will be used for emergency support for the improvement of quarantine 

facilities to effectively manage the influx of returning migrants, especially in the borders. It 

will also help expand laboratory and medical equipment, medicines, and infection control 

supplies. 

Infrastructure 

The Nepal Investment Board approved seven projects worth Rs 185.43 billion on 19th 

June 2020. Among the approved investments, five are hydropower projects and two are 
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cement projects. The approved projects and the budget allocated are listen in the table 

below: 

Table 3.1: Summary of budget allocation for major infrastructure projects 

The same meeting also decided to provide a survey license to Risen Energy Singapore JV 

PTE for the development and operation of two separate 125 MW solar power projects in 

Banke and Kapilvastu under public-private partnership model. The project, with a 20 MW 

storage capacity will be Nepal’s largest solar power farm. Despite the planning of projects 

and approval of the budgets, preparation of detailed project reports has been affected by 

the pandemic. 

In addition to approval of new projects, the month of Asar brought strong improvements 

for infrastructure. The construction of the long-delayed Upper Tamakoshi Hydropower 

Project moved a step closer to completion after crews installed a 305-meter-long upper 

penstock shaft. Upper Taamakoshi is expected to begin production in October, being the 

largest hydropower plant in the country, making Nepal a power surplus country capable 

of exporting electricity. The Upper Tamakoshi Hydroelectric Project is touted to be of high 

economic importance to Nepal as it will not only make it an energy surplus country, but 

also cut the import of electricity from India in the dry season, thus saving billions. 

14

Project Budget Allocation

327 MW Upper Marsyangdi-2 Hydropower Project, between 

Manjung and Manang

Rs 78.65 billion

42.9 MW Ankhu Khola Hydropower Project, Dhading Rs 6.30 billion

57.3 MW Myagdi Khola Hydropower Project, Myangdi Rs 10.31 billion

97.2 MW Isuwa Khola Hydropower Project, Sankhuwasabha Rs 13.57 billion

164 MW Kali Gandaki Gorge Hydropower Project, Mustang 

and Myagdi (Project developed by Chineses Yunnan Xinhua 

Water Conservancy and Hydropower Investment Company, 

under the China Nuclear Power Group)

Rs 28.06 billion

Dang Cement Industries, Dang Rs 32.50 billion

Samrat Cement Industries, Dang Rs 15.05 billion
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Industry Focus 

The prolonged period of lockdown has been especially difficult for the public 

transportation industry. With the fear of community transmission due to reopening of 

public transportation, the government, despite exploring plans of reopening, did not 

execute those plans, leaving the industry and workers in distress. Thousands of bus 

drivers and labourers have been staying off the road since the lockdown. According to the 

Federation of Nepalese National Transport Entrepreneurs, over 400,000 public vehicles 

have been in the garage for the past three months. While the government is reluctant to 

resume public transport service, transport companies are still facing costs, without any aid 

from the government. According to Narayan Bhadari, manager of Saptakoshi Yatayat bus 

companies are “under pressure from the banks to service loans because all the vehicles 

are bought with bank loans, but there are no earnings right now.” Public vehicle 

entrepreneurs have demanded an extension of at least 6 months to pay back the 

installments and if their demand remains unmet, they are preparing to hand over the keys 

and vehicle documents to the banks. Operator of Pokhara-based Jagadamba Travels, 

Keshav Raj Adhikari expressed their dissatisfaction with the government for not paying 

attention to the transportation industry while the lockdown has been eased for several 

other sectors.  Adhikari stated that, “if the situation continues, many of us will go 

bankrupt and the already-struggling labourers will have a hard time to make a living.” 

Along with the transportation sector, the private sector has also been hit hard by the 

pandemic and are in a more difficult position with banks demanding loan payments. The 

Federation of Nepalese Chambers of Commerce and Industry has demanded that the 

banks and financial institutions extend the deadline for loan payment beyond the end of 

the current fiscal year. “Small and big enterprises which have taken loans from banks and 

financial institutions to run their businesses have been facing a serious crisis,” the 

federation said in a press statement on Wednesday. “Frequent calls from banks and 

financial institutions asking for payments have further troubled the business owners. Some 

of them have been driven to the point of shutting down their businesses.” The federation 

has asked the central bank to come up with a provision where interests are recapitalised, 

loans are restructured and the loan payment deadline is extended until the economic 

activities accelerates. Even though the lockdown has been loosened up in the month of 

Asar, economic activity has not picked up pace yet. 
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Summary 

The numbers of COVID-19 cases have finally begun to decline towards the end of Asar, 

with recovery of patients outpacing new cases.  In this context, the government had 

eased the lockdown on 12th June, and is headed for an end to the lockdown. All the 

provincial and local units have passed their budgets. Meanwhile, the amendment of the 

Citizenship Act of 1963 has been proposed and endorsed by the house panel. The 

parliamentary committee has published its findings and recommendations on the Rukum 

incident. The intra-party dispute of the ruling Nepal Communist Party continued to 

dominate the national politics, affecting governance as well. 

COVID-19 Pandemic: Trends and Government Response 

After peaking in the early in Asar, the number of COVID cases started to decline. It has 

declined significantly with daily new cases stabilized around 150-200 especially in the 

second half of Asar from the peak of 600-700. The number of new patients has been 

lower than the recovery rates, finally leading to decreases in overall COVID-19 cases in 

Nepal. However, the testing has also declined significantly. The daily testing has reduced 

from 6000-7000 per day to 3500-4000 now. The strategy has been to test those who are 

already showing some symptoms, and reduce testing of asymptomatic people. Some 

have criticized the decrease in testing, and argue that the decrease in the COVID-19 

cases is partly a result of decreased testing. Overall, Nepal has conducted 2,89,371 

people as of 13th July, according to the World Health Organization. 

In terms of relaxing the lockdown, the government announced to lessen the strictness on 

the lockdown from the 12 June. In the first 21 days, the government allowed opening 

shops and vehicles under the odd-even rule. Other public places such as education 

institutions, party palaces, malls have remained closed until further notice. The decision to 

ease the lockdown is to ensure that the harm to economy is minimized, the country 

already went into a complete lockdown for months since mid-March which had a big 

impact in the social and economic aspects of the country. Discussions are underway to 

end lockdown from early Shrawan. 

Citizenship Issue 

On 21 June, the parliamentary and state affairs endorsed citizenship amendment bill that 

states that foreign women married to Nepali citizens have to wait for seven years to 

acquire naturalized citizenship. It was proposed by the ruling Nepal Communist Party 

(NCP) agreed to effect it on 20 June. Given the ruling party has a strong majority, it is 
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likely to pass, but there has been opposition from three parties namely Nepali Congress, 

Samajwadi Party and Rastriya Janata Party, calling the amendment unconstitutional. 

The bill was introduced as a check on the influence of ‘foreigners’ before they are 

naturalized. Critics have lambasted the proposed amendment as ‘sexist’and regressive, 

infringing upon the c basic human rights. This will have a more pronounced effect on 

Madeshi people, where marriage across the border is very common. The constitution of 

Nepal allows naturalized citizens to take part in politics except for a few of the highest 

offices.  

Budgets of the Provincial Governments and Local Units 

Following the presentation of the federal budget at the end of Jestha (Please refer to 

NNMiR Year 1 Issue 2 for details on the federal budget), all the provincial and local units 

also presented their budgets. The focus of the provincial budgets is also on addressing 

the health and recovering the economy on the face of the pandemic (for breakdown of 

provincial budget and related details, please follow Economy Section of the current issue 

of NNMiR). The provincial budget allocation aims are on the right track but still these 

budget plans do not fully address how the respective governments can tackle the 

problems resulted by the pandemic. The plans are underwhelming and the money 

allocated lacks proper insights and practicalities.  

Rukum West Incident and the Parliamentary Committee Report 

Six dalit youths were killed in Rukum West and a 13-year old allegedly committed suicide 

in Rautahat in caste-related violence (for details see Volume 2). Following these cases, the 

Parliamentary Committee directed the formation of Dalit cell in Nepal Police to 

investigate the Rukum based caste killings. The cell would specifically deal with the 

investigations of caste-based discrimination and violence in the country. A nine-member 

committee was established to probe the incident.  

The committee submitted its report10. The report is damning. The committee concluded 

that the incident was premeditated and a result of caste-based discrimination and a crime 

against humanity. The report indicates that the chairman of the ward was also a part of 

the violence. The report finds that there was serious lapse on part of local administration 

and local government to investigate the incidents. The local police took the injured under 

control, instead of the attackers who were arrested only after national pressure built up. 

The local police did not act professionally and their conduct was insufficient in every step. 
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The report implies the extent to which caste-based violence, let alone discrimination, is 

not taken seriously by the local government despite it being a constitutional right.  

Nepal Community Party Intra-Party Conflict 

Intra-party dispute in the Nepal Communist Party has been open for a while. The Pushpa 

Kamal Dahal faction are calling out KP Oli to resign at the Standing Committee meeting. 

A majority of the Standing Committee members seem to support the view. While it is 

important to have democratic debates and disagreements within a party, it has affected 

the workings of the government, and hence should be quickly resolved. This is particularly 

so at a time when the country is going through a pandemic and tough foreign policy 

challenge (for more, see Foreign Policy section of current issue of NNMiR). A strong 

leadership and governance is required to address both these issues.  
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Summary 

Nepal’s relation with India continued to deteriorate in Asar. The territorial issue has raised 

nationalist sentiments in both the countries. It was worsened by an Indian news media 

making incendiary remarks on the relationship between Nepali PM and Chinese 

Ambassador to Nepal. The regular work of MOFA continued to be affected by COVID, 

which was also a major issue discussed in bilateral and multilateral forums. The fight 

between China and India in Galwan Valley led to serious concerns about Sino-Indian 

relations and the regional order in South Asia. 

Nepali Foreign Policy amid COVID-19 Pandemic 

COVID-19 continued to have a major impact on Nepali diplomacy during this period. This 

has been a major area of discussion in Nepal’s bilateral and multilateral dealings during 

the month of Asar. As Table 3.1 shows, most of the conversations/addresses that Nepali 

Prime Minister or Foreign Minister had/gave at bilateral or multilateral levels involve the 

epidemic, the ways of dealing with the pandemic, and gratitude for taking care of Nepali 

citizens residing in the other country. The Prime Minister virtually addressed the Group of 

Friends on e-Governance and Cyber Security, jointly held by Estonia and Singapore as 

Co-Chairs of the grouping. He identified misinformation during pandemic as a major 

concern and expressed confidence in digital solutions to some of the effects of the 

pandemic. The Prime Minister also addressed the ILO meeting and said that the LDCs are 

more prone to the impacts of the pandemic. He urged for a robust global response 

centered on the UN. 

Similarly, FM Pradeep Kumar Gyawali participated in the Belt and Road International 

Cooperation, chaired by Chinese State Councilor and Foreign Minister Wang Yi. Gyawali 

stressed on the need to strengthen the WTO and promoting Health Silk Road. The 

impacts of the pandemic were also the topic of discussion in Nepali diplomat’s telephone 

calls with their counterparts from the US and Spain, among others. Communication at the 

ministerial or higher level between Nepal and India is still missing. 
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Table 3.1: Summary of MOFA Press Releases and high-level talks, Asar 2077 

Date Statement Official 
involved

Issue (s) Mechanism

15/07 Nepal-

Spain

Ministry of 

External Affairs, 

European Union 

and 

Cooperation- 

FM

Pandemic; cooperation in 

multilateral forums

Bilateral

14/07 Clarification 

of PM’s 

remarks

MOFA Clarified that the PM’s 

remarks that Lord Ram was 

born in Ayodha in Nepal 

was not political
08/07 Nepal-

Myanmar

State Councilor 

of Myanmar- FM

Expression of condolence to 

those killed in mine in 

Myanmar

Bilateral

08/07 ILO: Global 

Summit on 

COVID-19

PM (address) Impact of COVID unevenly 

high in LDCs; robust global 

response with the UN at the 

center;

Online; 

Multilateral

07/07 Nepal- 

France/

Ireland

PM Congratulatory message to 

the newly appointed PMs of 

respective countries

Bilateral

07/07# Nepal-

SAARC

President- 

General 

Secretary

Importance and effective 

role of SAARC

Multilateral

01/07 Estonia and 

Singapore 

(Co-chairs)

FM (address) Using digital solutions to 

tackle COVID; 

misinformation and cyber-

attack major issues

Group of 

Friends on e-

Governance 

and Cyber 

Security 

(Multilateral)
25/06 Nepal-

China

MOFA Clarification that there is no 

outstanding boundary 

dispute with China despite 

media reports

Bilateral

24/06

*

Nepal-USA FM-Secretary of 

State

The Pandemic and Aid to 

Nepal

Bilateral

20/06 Nepal- 

China/India

MOFA Urged China and India to 

resolve the issues in Galwan 

valley through peaceful 

means

Regional
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Source: MOFA Press Release, 2020; *US State Department, 2020; # Office of the President, 2020.

Bilateral and Multilateral Support 

Support from foreign countries and international organizations continued to help Nepal 

fight the pandemic. South Korea provided 50,000 PCR testing kits along with other 

materials worth USD 750,0001. ILO provided Rs. 51 million (USD 424,000) to NRNA to 

help rescue Nepali migrant workers from Malaysia and Arab countries. Asian 

Development Bank approved a USD 3 million grant from its Asia Pacific Disaster 

Response Fund to help improve quarantine facilities, especially along the Indo-Nepal 

border. This grant is financed by Japan. 

Japan also extended the grant assistance of up to Rs. 407 million for implementing 

Human Resource Development Scholarship. International Finance Corporation (IFC) 

agreed to provide USD 25 million to NMB Bank of Nepal to boost green projects and 

SMEs. Despite the cooling relations between India and Nepal (see next section), India 

provided Rs. 37.23 million for the construction of a sanitary facility in Pashupatinath. In 

total, Nepal mobilized USD 3.13 billion in foreign aid in the first eleven months of FY 

2076/77. It represents a third of the government’s revised budget for the fiscal year. 

Worsening Nepal-India Relations 

The relation between Nepal and India continues its downward spiral (for background, see 

Foreign Policy section of Issue 1 and 2 of the NNMiR documents). Indian Defense minister 

Rajnath Singh termed Indo-Nepal relations ‘unbreakable’ and the issue will be sorted via 

dialogue. That succeeded neither in cooling temperatures in Kathmandu and New Delhi 

nor led to any official dialogue between two states. FM Gyawali informed the Standing 

Committee of ruling NCP that India was not yet positive on resuming talks to tackle 

border encroachment. The heads of Nepal Army and Armed Police Force visited the BOP 

in Chhangru on 17 June. Another BOP was established in Pancheshwor (one BOP was 

established in Jhulaghat last month) with 35 APF personnel manning the post. 

The relations strained because of the Indian road construction on encroached Nepali land 

continued to manifest in other firms. Nepali Prime Minister KP Sharma Oli claimed that 

some domestic actors and India were conspiring to topple him from power. Additionally, 

18/06 Nepal-

China

FM Strengthening of WTO; 

tackling pandemic through 

Health Silk road under BRI

Chaired by 

Wang Yi, 

State 

Councilor 

and FM 

(Multilateral)
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he ignited cultural fault lines when he claimed that Lord Ram was born in Ayodhya, Nepal. 

Even some Nepali commentators chided the Prime Minister for the ‘light’ talk. The MOFA 

later released a statement downplaying the PM’s remarks suggesting that he was merely 

highlighting the need for further research. 

The tension also ratcheted up when an Indian news media published an incendiary report 

alleging a romantic relationship between PM Oli and Chinese Ambassador to Nepal Hou 

Yanqi. This report came on the heels of several meetings held by Ambassador Yanqi with 

top leaders of the Nepal Communist Party. The baseless report was meant to deliberately 

provoke Nepal. While the report was loaded with falsehood and sexism, the report is in 

line with Indian media reports who view the current developments in Nepal as China 

sponsored. As a result, the government banned all Indian news channels in Nepal. 

Worsening South Asian Regional Order 

Sino-Indian relations took a sharp turn as Indian and Chinese forces clashed in Galwan 

Valley. 20 Indian soldiers died while 76 were injured. There is no corresponding casualty 

reporting from China. It was the first combat fatality between the two powers since 1975. 

Both countries have built up a mechanism for bilateral dialogue and prevented any further 

escalation of the issue. However, this widened the fault line in the Sino-Indian relationship. 

The two countries were already competing for influence in South Asia, the Indian Ocean 

and beyond. While the incident is unlikely to change the trajectory of Sino-Indian relations 

by itself, it will likely speed up the rivalry between the rising powers. Indian march towards 

a closer partnership with the US is likely to gain pace especially given the intensifying 

rivalry between the US and China too. India banned 59 Chinese apps, including hugely 

popular TikTok. There have been increasing calls to ban Huawei from the Indian 5G 

network following the British and American leads. 

MCC Debate (Continues) 

The debate on MCC continues in Nepal. The US embassy released a statement saying 

that accepting the grant is Nepal’s choice, but funding is not open-ended. In essence, the 

statement asked Nepal to decide on MCC at the earliest, and undertake tangible steps if 

Nepal is to accept the grant. Finance Minister Yuba Raj Khatiwada informed on 4th July 

that the MCC headquarters have responded positively to an extension of the deadline for 

MCC ratification. Under current terms, the MCC has to be approved by parliament, but 

the parliament session has ended. Therefore, the debate is certain to linger for a while. 

24



NNMiR Jestha 2077 BS (May-Jun 2020)

Uncertain Times Ahead 

This is a sensitive time for Nepali diplomacy. The tension with India is only getting worse. 

The competition between India and China is heating up, with the potential to destabilize 

the regional order. The intensifying rivalry between China and the US is also likely to have 

consequences for Nepal. On top of that, the Oli government does not seem to have 

strong backing from the senior leaders of its party despite having a strong majority in the 

parliament. Problems at one level can be of significant challenge for Nepal. Currently, the 

domestic, bilateral, regional, and global order is in flux. Therefore, Nepal needs to move 

ahead with extreme caution. 
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Summary 

The country continued to see a rise in the number of COVID-19 cases. While the 

lockdown implemented to combat the pandemic has been lifted gradually, the situation 

has not yet normalised. Natural disasters such as floods and landslides have also occurred 

throughout the country resulting in loss of life and property and displacement of people. 

The government had to rescue trafficked women from India; the women had been 

promised jobs in the Gulf countries. The protests that have started against caste 

discrimination continued this month as more instances of caste-based discrimination 

came into light. 

COVID-19 Pandemic and Human Development 

The month of Asar saw the number of cases of COVID-19 rise exponentially to 17,177 

with 39 people dead. This rise in the number of COVID cases can be attributed to the 

increase in the number of returnee migrants from India and Gulf countries. Life in the 

country has still not returned back to normal despite the government’s loosening 

lockdown restriction. The government has decided to end the lockdown in three phases 

and in phase one businesses, construction works, short-distance travel have been allowed 

to reopen slowly. Fearing the rise in community transmission as the lockdown was lifted, 

the government has made wearing masks while outside mandatory for everyone.  

One of the major sectors that has been affected by the pandemic has been the education 

sector. As the schools and colleges were closed due to the lockdown, many of these 

institutions started online classes for the students. However, the decision to start teaching 

online classes has not been without its controversies as good phone and internet 

connection remains out of reach of a lot of students. To combat this problem of 

accessibility, classes have been broadcast through radio and television. The concern of 

students dropping out due to the poverty and difficulties created by the lockdown has 

also been raised. The threat of dropping out is high for students from poor and 

marginalized backgrounds. 

Another problem that has risen during this period has been the issue of charging tuition 

fees for the students. The government and the private schools have been at odds over 

this issue as the government wanted to bar private schools from charging tuition fees 

whereas the schools wanted to charge fees as online classes are still being conducted. 

Initially, the government instructed private schools to waive tuition fees during the 

lockdown period, however after the threat posed by the private schools to end online 

classes in absence of tuition fees, the government has decided to reconsider its decision. 
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In the case of the public transportation sector, the government’s decision to allow short-

distance travel to resume has faced criticisms from the public transportation sector and 

the consumers. While the public transport operators feel that the government decided to 

resume services without consulting the stakeholders, the consumers feel that the decision 

to allow the vehicle operators to increase fare by 50 percent puts economic pressure on 

them. The Federation of Nepalese National Entrepreneurs have put forth a list of 

demands to the government; their demands include provision of tax waiver, facilitation of 

the implementation of the safety protocols, and restructuring of their bank loans. 

Natural Disasters 

In addition to the COVID-19 pandemic, the country is also facing difficulties due to 

natural disasters. The continued heavy rainfall resulted in floods and landslides in different 

regions of the country. Floods and landslides have affected people in Tanahun, Jajarkot, 

Myagdi, Lamjung, Kaski, Sankhuwasabha, Sindhupalchowk, Syangja, Kanchanpur, and 

Banke leaving over 100 people dead and hundreds more displaced. Rescuing people and 

relief distribution has been hampered as the roads have been affected by the rain.  

The country also saw an attack from a swarm of locusts which has destroyed crops and 

caused millions of worth of damage. The government estimated that around 8 million 

locusts had entered the country. The government requested people to create smoke to 

chase the insects and offered Rs. 100 for a kilogram of captured locusts as ways to 

combat the locust attacks. The experts have warned that another wave of attack from the 

locust swarm is likely and have urged the government and the community to be prepared 

for it. 

Citizenship Amendment Bill 

The Secretariat meeting held on June 20 made the decision that foreign women married 

to Nepali men would be allowed to get naturalized citizenship only after seven years. 

While this is backed by the ruling party, the opposing party Nepali Congress has not 

backed up the bill instead supporting the Citizenship Amendment Act, 2063. The 

Citizenship Act 2063 allowed foreign women to start the process of obtaining citizenship 

immediately after they were married provided they renounced their original citizenship. In 

response to this decision, protests have taken place across the country stating that the bill 

is discriminatory towards women. As citizenship is needed for various issues like getting a 

SIM card, opening a bank account, and for purchasing land, creating seven years wait 

time for obtaining citizenship will make life difficult for the foreign women who start living 

in Nepal.  
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Human Trafficking 

The government rescued six women from Delhi and 21 women from Manipur during this 

month. In both instances, the women had been promised jobs in Oman, Kuwait, Iraq, and 

Qatar. The group of women rescued from Myanmar were going to be smuggled via 

Myanmar to reach the destination countries. The rescue of these women took a total of 

nine months as the Manipur government said that the Nepal government did not respond 

to the issue in an urgent manner. The group of women rescued from Delhi had been lured 

by local agents in their home districts and had been stranded in Delhi once the lockdown 

was imposed by the Indian government. The Anti-Human Trafficking Bureau also rescued 

12 trafficking victims from Nepal and India during the lockdown. The travel restrictions 

placed due to the lockdown helped the police to swiftly rescue the victims. 

A report prepared by the US government on elimination of trafficking had Nepal listed on 

Tier 2 which meant that the government did not meet the minimum standard for the 

elimination of trafficking but had been putting in a significant effort to do so. Sex 

trafficking and labor trafficking is prevalent in Nepal with large number of Nepali men and 

women taken to countries such as India, Saudi Arabia, UAE, Qatar, South Korea, and 

Portugal. A lot of these people are taken abroad with fraudulent documents and thus are 

forced to work in oppressive conditions. The report praised the government’s efforts in 

investigating the complicit government officials, removing children and trafficking victims 

from exploitative care homes, repatriation for trafficking victims, and the work of Anti-

Trafficking in Persons Bureau.  

Caste-Based Discrimination 

Caste-discrimination has been prevalent in the country for many years. Last month protest 

erupted across the country in response to the murder of six Dalit youths in Rukum West 

and Angira Pasi’s sucide in Rautahat. 29 people have been arrested so far in connection to 

the case in Rukum and 23 people are in judicial custody. The protests against the 

discrimination of Dalit people continued this month too as new cases of death came to 

light. Dalit Struggle Committee organized protests demanding justice for the death of 

Shambhu Sada and Raju Sada. both Shambhu and Raju are Musahar Dalit. Shambhu died 

in police custody and his death was ruled as suicide. Raju died in an isolation facility at 

Dhanusha. An investigative article published in The Record pointed out that 12 out of 18 

people who died in police custody in last five years (June 2015 to June 2020) belonged 

to Dalit, Madhesi, or Janajati communities. 
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A major challenge lies ahead for the government as with the advent of monsoon season, 

the threat of flood and landslides are still persistent. The concern of COVID-19 

transmission being high among the people being displaced due to these disasters is also 

present. The government will have to be prepared to face the threat these issues pose to 

the Nepali citizens. 
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