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Summary
Given poor healthcare conditions in the country, Nepal has suffered hugely from the second wave of 
Covid-19. As the second wave hit Nepal, CCMC and other key government agencies have struggled 
to arrange required essential healthcare facilities, including quality hospital facilities and vaccines, 
to the people. Though the pandemic has forced GoN to announce an increase in annual healthcare 
expenditure, a welcome move from the GoN side, the pre-existing conditions in this sector and 
available time period made the thus announced raised health sector budget and expenditure plans 
unrealistic. A pre-mature federal structure of the country is to be partially blamed for this limitation. 
Since Nepal does not stand in a position to manage additional financial resources for higher healthcare 
expenditure itself, it has relied on the country’s old bi-lateral and multilateral partners to meet the 
current needs.
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Introduction/Background
Nepal had been facing acute shortage of essential healthcare supplies 
(masks, hospital beds, oxygen supplies and concentrators) well before 
Covid-19 second wave hit Nepal. After the second wave as the government 
imposed localized lockdowns across most parts of the country (75 out of 
77 districts were under lockdown at the peak of the crisis in late June), 
the need for urgent supply of essential healthcare supplies grew further 
as Nepal then reported close to 10,000 new cases each day. Given the 
backdrop of poor infrastructures and poor public health financing, there 
was no other options but to seek support from the bilateral and multilateral 
partners. Nepal has now seen sudden rise in imports of essential healthcare 
supplies as the pandemic begun taking more serious form beginning the 
concluding period of the last fiscal year.

Nepal's Health Sector Government 
Budget
Figure 1.1: Nepal’s share of health budget (% of total budget) and 
disaggregated allocation for healthcare

Source: Budget Speech of various years; Ministry of Finance.

The government’s health expenditure as a share of the budget has hovered 
between three to five percent between 2017/18 and 2019/20. However, 
following the Covid-19 outbreak, the government has drastically increased 
the share of its health expenditure to seven percent, and to 8.6 percent in 
2020/21 and 2021/22 respectively. Given the unprecedented health crisis 
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the increase is a welcome move. A similar pattern was also witnessed across 
other neighbouring economies. For example, India has almost doubled 
country’s healthcare and wellbeing budget for the FY 2021/22 to INR 2.2 
trillion rupees1. In case of Bangladesh2, the new budget has proposed to 
spend BDT 292.4 billion (23 percent higher than the revised allocation 
for the last fiscal year but still just 1.3 percent of the GDP) given Covid-19 
emergency. The WHO recommends 5 percent of GDP healthcare spending 
as the healthy annual spending in this sector.

The budget categories health expenditure into six components – medical 
products, appliances, and equipment; outpatient services; hospital services 
and public health services; research and development; and an unclassified 
component for expenses that do not fall under any of these categories. 
Over the years, expenses for public health services has the largest share 
under the health budget, followed by hospital services. For instance, in this 
year’s budget, 33 percent of the health budget has been allocated toward 
public health services and 28 percent towards 
hospital services. Unlike previous years, 
expenditure on outpatient services has taken 
a large share of 28 percent this year, probably 
owing to the possible rise in ‘out-patients’ who 
have been infected with Covid-19.

Despite the increase in the government’s 
health budget, it is important to note that private households remain the 
largest financer of health care expenditure, contributing 56.3 percent of the 
total health expenditure in 2011/123.  With the share of health expenditure 
amounting to around seven percent in 2011/12 and at eight percent in 
2021/22, private households are still likely to be the major financer of 
healthcare expenditure even today4.  In subsequent years, the government 
funded 17 percent of the total current health expenditure while external 
funds financed 13 percent of the amount; non-profits and other enterprises 
funded the remaining share.

Status of Healthcare Infrastructure
Overall, the status of Nepal’s health infrastructure has shown much 
improvement in the last six years. There were 107 hospitals in 2014, 
while in March 2021 there were 125 hospitals. Likewise, physical health 
infrastructures such as primary health centers, health posts, sub-health 
posts and consequently hospital beds have also markedly increased. In 
2014, there were 7,550 beds, which in 2021 had gone up to 11,640 – a 35 
percent increase. There have also been additions in the number of health 
care workers - over 11,118 new nurses and 45,191 volunteers since 2014. But 
the number of doctors has seen a modest increase in the same period, from 
2,154 to 2,640 – a 18 percent increase5.  

Over the years, expenses for public 
health services has the largest 
share under the health budget, 
followed by hospital services.
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Headings Up to July 2014 Up to March 2020 Up to March 2021
Hospitals 107 125 125

Primary Health Center 215 203 205

Health Post 2175 3805 3870

Ayurvedic 293 382 395

Sub-Health post 1695 1200 2626

Hospital Beds 7550 8172 11640

Doctors 2154 2640 2640

Nurses 9535 20653 20653

Health Assistants 1155 14347 14347

Women Health Volunteer 6332 52000 51523

Table 1.1: Status of health infrastructure in Nepal

Source: Economic Survey 2021, Ministry of Finance

Despite the overall improvement in the health sector, Nepal’s health 
infrastructure and health related quality human resource are largely 
inadequate. Take the patient to doctor ratio, for instance. The WHO 
recommends patient to doctor ratio to be at 100 doctors per 100,000; 
however, Nepal has only nice doctors for every 100,000 people. Similarly, 
there are three beds per 10,000 people, which is lower than the number 
recommended by the Human Development Report 2020 to qualify for a 
‘medium’ level of preparedness to fight COVID-196.  Even by the poor South 
Asian standards, Nepal stands below its peers, such as Pakistan (6), India 
(7), Bangladesh (8) and Bhutan (17)in hospital beds per capita. 

Evolving Healthcare Financing Trends 
Due To Pandemic
Nepal has seen a sudden uptick in imports of healthcare services during 
the pandemic. As reflected in the Table 1.2, the substantial growth in the 
credit for medical equipment and the imports of medical equipment and 
tools shows the direct impact of COVID-19. In addition, a substantial growth 
in credit of hospitals, clinics, and health service is suggestive of both the 
increased investment of the existing hospitals (because no new hospital 
has been built in this period) in Covid-19 related to measures as well as their 
increased dependence on bank loans to maintain their operations amidst 
the fall in revenues. Overall, Nepal’s health sector registered a healthy 
growth of 5.2 percent in the PFY compared to negative economic output 
growth rate of 2.1 percent. The health sector is also expected to register a 
robust growth of 6.3 percent  in the CFY.
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As the pandemic increases demands for essential healthcare supplies 
for Covid-19 management, the GoN – through Budget FY 2021/22 – has 
announced some useful provisions that aim to further facilitate imports 
and distribution of these goods and services. For example, the GoN 
has announced to exempt all customs duties and VAT on the import of 
equipment needed for establishment of oxygen industries. Similarly, the 
GoN has promised to provide 50 percent of the total costs needed by the 
community and private hospitals who wish to have inhouse oxygen facilities 
in addition to providing 50 percent discount on electricity bills incurred from 
oxygen production during the pandemic period. Furthermore, to encourage 
active participation of the private players, the GoN has also promised to 
exempt customs and excise duties and VAT on import, production, sale and 
distribution of oxygen (liquid and gas), oxygen cylinders and concentrators 
and related life-saving goods and services till mid-Jan 2022.

Credit to Health Sector

2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

Annual Annual Annual Annual Annual Annual 10 months

Medicine 8346.1 9756.6 10746.8 12,133 16,137 20,237 23,594 

Medical Equipment 611.5 675.7 777.9 978 1,111 ,714 2,726 

Hospitals, Clinic, etc./
Health Service 

17695.7 21023.3 23914.1 28,079 31,296 36,127 45,572 

Total Bank Credit to 
Health Sector

                 
26,653 

            
31,456 

        
35,439 

          
41,191 

          
48,544 

          
58,078 

        
71,891 

Total Bank Credit 1,362,087 1,681,853 1,986,225 2,422,779 2,911,897 3,266,012 4,061,405 

Share of health sector 
credit

2.0 1.9 1.8 1.7 1.7 1.8 1.8

Annual Credit Growth in 
Health Sector

18.0 12.7 16.2 17.9 19.6 23.8 

Annual Credit Growth 23.5 18.1 22.0 20.2 12.2 24.4 

Imports

2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

Annual Annual Annual Annual Annual Annual 10 months

Medicine 23,635 28,756 25,458 29,785 33,070 30,663 28644.4 

Medical Equipment & 
Tools

5,816 6,599 6,468 10,628 8,285 8,991 10157.6 

29,451 35,355 31,926 40,413 41,355 39,654 38,802 

Increase in imports of 
health supplies

 13.5 (2.0) 64.3 (22.0) 8.5 18.8 

Increase in imports (0.1) 28.0 25.8 13.9 (15.6) 22.3 
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CCMC, which was preceded by HLCC, was 
formed as the apex decision-making body. 
As per the Covid-19 Nepal Preparedness 
and Response Plan (NPRP), prepared in 
consultation with the United Nations Nepal, 
ten clusters that included various ministries 
and departments along with development 
partners and multilateral organizations were 
created.

The Health Cluster quantified the required 
and existing supplies and commodities based 
on the pandemic scenario and managed 
medical stockpiles, monitored the supply, 
and coordinated the dispatch of essential 
medical equipment. Meanwhile, the existing 
mechanisms within MoHP, such as the 
Health Coordination Division (Multilateral 
Coordination Committee and Development 
Support Coordination Committee) were not 
strengthened or employed.  To make overall 
workflow less efficient, one could clearly 
see inadequate inter and intra-departmental 
coordination among institutions within the 
ministry and the CCMC. Even MoFA used its 
own regular channels, though the coordination 
between MoFA and Nepali embassies was 
weak in itself. For example, the MoFA didn’t 
make good use of its mission in Beijing and 
New Delhi to procure required vaccines doses 
prior to the second wave of the pandemic.

The procurement process was not smooth. 
In March 2020, Omni Business Corporate 
International failed to supply the supplies of 
PPEs and testing kits. There were widespread 
allegations of corruption. The Nepal Army was 
tasked with procuring the medical supplies. It 
too faced criticisms because of the higher cost 
of the PPEs and Army’s zilch prior experience 
in procurement of goods. Nepal’s attempt at 
five million vaccine procurement from Serum 
Institute of India when SII sought to supply the 
vaccines through Hukum Distributors instead 
of direct contract from SII. The negotiation 
could not progress as the cost quoted was 

Internal Coordination Challenges And Analysis
higher and required 10% ‘administration, 
coordination, and distribution margin’. Before 
the deal was agreed in any way, India suffered 
from a devastating second wave caused 
by the Delta variant and decided to ban the 
supply of vaccines. The episode highlighted 
that the ‘commission system’ has been an 
established norm, even in critical issues such 
as vaccines. Nepal’s delay in air-lifting the 

To make overall workflow less 
efficient, one could clearly see 
inadequate inter and intra-
departmental coordination among 
institutions within the ministry 
and the CCMC. Even MoFA used 
its own regular channels, though 
the coordination between MoFA 
and Nepali embassies was weak 
in itself. 

vaccines donated by China in the first phase, 
with expectations that China should deliver 
them to Kathmandu, shows Nepali decision-
makers’ lack of sense of urgency. 

Kathmandu was preoccupied with vaccine 
procurement after the first wave. Nepal 
received vaccines as grants from India, China, 
the US, Japan, Maldives, and the COVAX 
program. However, as the second wave 
engulfed India which was followed by domestic 
criticism of Vaccine Matiri, India halted the 
export of their locally developed vaccines. 
Limited commitment by the advanced 
vaccine-producing countries hindered the 
commitment made by the COVAX, and led to 
global ‘vaccine apartheid’. 

China has been a proactive donor of medical 
supplies for Nepal since the first wave. 
During the initial outbreak, China immediately 
provided the first batch of COVID-19 vaccines 
and other medical supplies. Besides the 
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Chinese government, Chinese provinces7, 
cities and private organizations8  provided 
support too.

Ministry of Health to undertake key activities in 
their areas.

The Procurement Act allows the government 
to procure directly from suppliers without 
competitive bidding during extraordinary 
situations. It has the increased effect of having 
to rely on the Nepal Army for procurement during 
urgent times as the procurement for or by the 
army faces less regulatory hurdles. This has led 
to allegations of irregularities while procuring the 
PPEs by the army last year12.

Nepal reached out to other vaccines suppliers as 
well. Though the Ministry of Foreign Affairs and 
Nepali missions abroad stayed silent on proactive 
vaccine procurement works, the KP Sharma-led 
government had requested the President to send 
letters or reach to her counterparts by phone, 
seeking vaccine support. The President’s role 
was criticized in some quarters alleging that the 
ceremonial president had inserted herself into the 
procurement process13. While some embassies 
took on a proactive role, others were left on the 
side-lines. Nepal’s embassy in Tokyo formed 
a Covid-19 Response Committee to provide 
support to Nepal. Meanwhile, the government 
failed to issue an appropriate directive to the 
embassies in China, the US, or Russia. Those 
embassies carried out some work on their own or 
were limited to logistical support. Such directive 
finally came in mid-May.

It is distressing that much of the support Nepal 
received emanates from donors instead of the 
results of Nepal’s active diplomacy. In saying that, 
despite existing infrastructure and human capital 
limitations, Nepal has fared relatively better in 
enlisting support of multilateral institutions and 
development agencies in Nepal. The UN Nepal 
and WHO have been vital partners in developing 
pandemic response plans and support to 
implement them. The World Bank and ADB have 
provided grants and concessional loans. Nepal 
has received a total of USD 25 million grant 
and USD 75 million loan from the World Bank. 
ADB provided USD 3 million grant and a USD 
250 million loan. The development partners 
such as the UNDP, WHO, UNICEF, and WFA 
are involved in the procurement, management, 

Nepal’s Procurement Act has 
no provision of signing non-
disclosure agreement to be 
able to sign the NDA and buy 
vaccines from Sinopharm, 
Nepal introduced an ordinance 
that permitted the government 
to procure medical supplies 
from suppliers directly through 
negotiations bypassing the 
public procurement rules and 
procedures. 

China increased its engagement with South 
Asian countries. In April, China invited five 
South Asian countries, including Nepal, 
where an agreement to build China-South 
Asia emergency supply reserves9. In May, 
Nepal and China agreed for fast-tracking of 
medical supplies. In July, China proposed 
to carry out ‘Health Silk Road’10 in a meeting 
with Afghanistan, Nepal and Pakistan by 
strengthening joint response mechanism. 
China has seized on the opportunity to 
cooperate brought about by the pandemic. 
This is likely to increase Chinese footprint and 
positive sentiment towards China in smaller 
South Asian countries. 

Meanwhile, Sinopharm agreed to supply 
Nepal with four million doses of vaccine but 
required Nepal to sign a Non-Disclosure 
Agreement11. Nepal’s Procurement Act has 
no provision of signing non-disclosure 
agreement to be able to sign the NDA and buy 
vaccines from Sinopharm, Nepal introduced 
an ordinance that permitted the government 
to procure medical supplies from suppliers 
directly through negotiations bypassing the 
public procurement rules and procedures. 
In addition, the GoN has relied on Nepal 
Army personnel for vaccine procurement. 
This clearly indicates GoN’s failure to have 
some mechanisms within the CCMC and the 
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and transportation of medical supplies. To facilitate that, the government 
operated a one-door mechanism for the supplies purchases or donated 
with the help of WHO and UNICEF. The UN Nepal called for USD 83.7 million 
under Nepal Covid-19 Response Plan to mobilize an emergency response.

First, streamlining the government’s communication and coordination 
among its agencies and with external partners was a major challenge. 
Second, Nepal’s approach to partners for support shows a ‘dependency’ 
mentality, requesting support. One ambassador from an EU country 
said that other states are unlikely to supply 
vaccines to Nepal simply because Nepal writes 
a letter. Nepal should also communicate such 
support will benefit both the states and the 
world at large. That requires effective framing 
and consistent messaging to the world. Third, 
some multilateral institutions were reluctant to 
coordinate with CCMC because of a lack of 
transparency. Even some domestic agencies 
found CCMCs decision to be inconsistent 
that eroded the trust in the apex coordinating body. Finally, Nepal has 
comparatively a satisfactory record at vaccine dissemination, but an 
unenviable record at effective utilization of the support received during 
past disasters and virtually no experience of procurement. Attention should 
be given to effective use of support received as much on receiving the 
support in the first place.

Federalism during the Pandemic
Health is a shared responsibility of all three tiers of government: local, 
provincial, and federal. However, Nepal took a top-down and centralized 
approach for the most part during the pandemic. The government formed 
Covid-19 Crisis Management Center (CCMC) in June 2020, dissolving the 
three-month-old High-Level Coordination Committee (HLCC). Instead of 
employing an existing mechanism to combat the pandemic – Disaster Risk 
Reduction and Management Act 2017 (DRRM)14 the government has been 
relying on the CCMC. The federal government was hesitant to employ the 
DRRM. DRRM labelled the pandemic as a non-natural calamity and defines 
the role of each three-tier government. The Federal government continues 
to empower the chief district officer (CDO), the field unit of the Ministry of 
Home Affairs (MoHA) to contain the spread of the pandemic and reducing 
the roles of the provincial and local government15.

The federal government provided guidance, medical resources, and major 
decisions, which the provinces and the local units carried out. The federal 
government also provided the bulk of the budgetary requirements for all 
three tiers of government. The three-tier government’s response on the 
pandemic has received a combination of both positive feedbacks and 

Some multilateral institutions were 
reluctant to coordinate with CCMC 
because of a lack of transparency. 
Even some domestic agencies 
found CCMCs decision to be 
inconsistent that eroded the trust in 
the apex coordinating body.
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criticisms16. Many have questioned the role of provincial government as their role lacks clarity amidst 
the crisis. The local governments have complained about the limited funds provided by the federal 
government to manage the quarantine facilities and the incoming migrants from India17. Some have also 
stated federalism as a “winner” to overcome the crisis18.

The provincial government, with support from the federal government, established testing labs, and 
managing medicines and other essential services. The local governments have been tasked to establish 
quarantine facilities, to organize, help, and provide relief materials for the community. Later, the wards 
also served as the inoculation centers for Covid-19 vaccines. The rollout of the Vero Cell (produced 
by Sinopharm) vaccine in April 2021 was marred by overcrowding at the designated hospitals and the 
Kathmandu Valley. Therefore, the second dose of the vaccination in June 2021 was carried out through 
local governments. Some local governments too faced allegations of misappropriation and inequitable 
vaccine distribution, ultimately leading to rollout through four major public hospitals in Kathmandu.

On the issue of procuring vaccines, the federal government is at the forefront of vaccine procurement. 
Challenges and procurement delays in obtaining vaccines in the global market the last year and half 
has prompted some provincial19 and local20 governments to urge the federal government to permit the 
former to procure vaccines. However, decentralization of procuring vaccines was attempted by India 
when the central/union government permitted states to acquire 25% vaccines from manufactures21. 
However, global manufacturers informed the state governments that they only deal with central/union 
government, subsequently, foiling the attempt of state procurement22. Global manufacturers informed23 
state governments like Punjab and Delhi about their policy that they only deal with union government. 

Three Tier Government 
Response To Covid-19
In the month of March 2020, the government 
formed the High-Level Coordination 
Committee (HLCC) and Covid-19 Crisis 
Management Centre (CCMC), the former was 
dissolved in June, 2020 after being found 
ineffective. The sub-national government 
had different roles in tackling the pandemic 
but a top to down, centralized approach was 
persistent ever since the pandemic surged in 
Nepal. The federal government was hesitant 
to employ the Disaster Risk Reduction and 
Management Act 2017 (DRRM). DRRM 
labelled the pandemic as a non-natural 
calamity and defines the role of each three-
tier government. However, there are some 
policy complications and coordination 
obstacles. The Federal government continues 
to empower the chief district officer (CDO), 
the field unit of the Ministry of Home Affairs 
(MoHA) to contain the spread of the pandemic 
and reducing the roles of the provincial 
and local government. Both provincial 

and local government are dependent on the 
central government for vaccines. Currently, the 
incumbent has a limited stockpile of vaccines and 
is trying to redeem their failed vaccine diplomacy. 
The dearth of vaccines in country has prompted 
some provincial24 and local25 government to urge 
the federal government to permit the former to 
procure vaccines. Federal government has not 
responded to their request for decentralizing the 
procurement process. 

The provision of authorizing the state governments 
to procure vaccines was attempted by India when 
the central/union government permitted26 states 
to acquire 25% vaccines from manufactures. 
However, global manufacturers informed27 

the state governments that they only deal 
with central/union government, subsequently, 
foiling the attempt of state procurement. Global 
manufacturers informed state governments like 
Punjab and Delhi about their policy that they only 
deal with union government.  

The local government are dependent on the 
federal government for the distribution for medical 
equipment like – oxygen cylinders, ventilators, 
PPE kits and vaccines.
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For Government of Nepal

1. For better management and communication of Covid-19 related details 
and also to debunk pandemic-related misinformation, the GoN should work 
to develop a proper mechanism

2. Taking lessons from the current pandemic, the GoN should prioritize 
healthcare sector in the future with an aim to not only allocating higher 
budget for the sector but also formulating and implementing a more realistic 
sectoral-reform plan

3. Though Nepal continues to secure additional vaccine doses a safer and 
effective vaccine distribution plan needs to be formulated to ensure that 
citizens get vaccines on time in safer ways

4. The current federal structure needs to be further worked out thus allowing 
local and provincial governments to have more active roles in terms of 
formulating and implementing most suitable local-level healthcare reform 
plans, including Covid-19 control mechanisms

5. The CDO’s role should be subsumed, if not removed, with that of the local 
and provincial government to avoid confusion during a crisis as serious as 
the pandemic. There has to be more clarity on the role when coordinating 
the three-tier government.

6. The GoN should encourage more active participation from the private sector 
to minimize existing gap in vaccine procurement, storage and distribution

For Private Companies/Entities [Importing healthcare goods and 
services]

7. Nepal’s private sector should seek their active roles in supporting GoN to 
better manage ongoing Covid-19 crisis

8. For better market monitoring and protection of consumer rights, the private 
sector authorities need to work with the GoN and other local, regional and 
global partners in more transparent ways

For Development Partners

9. Higher healthcare expenditure demands from the ongoing crisis have 
reiterated the crucial roles that Nepal’s development partners can play during 
the emergency periods. Thus, they need to work in close collaboration with 
the GoN to support the country on most urgent issues at hand

10. To make sure that their interventions during the ongoing crisis do not harm 
their public perception, the development partners should be as transparent 
as possible in their efforts and resources

Policy Recommendations
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