
1Risk Outlook

BI-ANNUAL REPORT

SEPTEMBER 2021

Covid-19 and its 
Implication For  
The Nepali Economy- I

NEPAL RISK
OUTLOOK

www.riskoutlook.orgriskoutlook



ARisk Outlook

Introduction

Sectoral Analysis

Education

Essential Healthcare Supplies

Conclusion

1

9

13

19

25

Table of Contents



BRisk Outlook
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disrupted supply chains, shut or 
threatened the survival of small 
and informal enterprises, and 
made people highly vulnerable to 
falling back into poverty through 
widespread loss of income and jobs.
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Introduction
Even after over a year of COVID-19 being announced as a pandemic, the pandemic’s onslaught continues 
to cast a dark shadow of uncertainty through concerted health, economic and humanitarian crisis playing 
out synchronously across the world. The COVID-19 crisis stands out for three reasons. First, the global 
economic recession that is unfolding as a result of the health emergency and containment measures 
is the worst since the Great Depression, 1929-1933. Second, there is uncertainty about the intensity, 
span, duration, and the ‘end-game’ of the pandemic. Third, the crisis is unusual in its combination of 
shocks on three simultaneous fronts: demand, supply, and financial intermediation, limiting the efficacy 
of a standard rulebook of stimulating aggregate demand during economic stagnation.  

In a nutshell, the COVID-19 pandemic has disrupted supply chains, shut or threatened the survival of 
small and informal enterprises, and made people highly vulnerable to falling back into poverty through 
widespread loss of income and jobs.

Real Sector
The two periods of lockdowns in 2020 and 2021 hit the economy hard: resulting in a negative growth 
rate of -2.1 percent in FY 2019/20, at a time when Nepal’s economic growth rate was previously hovering 
strongly between 6.4 percent to 8.6 percent. According to the IMF, the lockdown and the resulting 
economic situation resulted in a growth rate of -1.9 in 2020; while according to the World Bank Nepal’s 
economy contracted by -2.08 percent in 2020 (see Table 1)

Nevertheless, in FY 2020/21, there seems to some silver linings. According to the Ministry of Finance, 
the economy grew at 4 percent; yet this can be argued to be caused by a low-base effect. Other 
projections by multilateral agencies such as the World Bank and the IMF, also estimate Nepal’s growth 
rate to be 2.7 percent and 2.9 percent respectively in 2021. (Table 1).

Table 1: Nepal’s GDP Growth Rate FY2019/20 and FY2020/21

Organization 2019/20 2020/21

Ministry of Finance -2.1 4

World Bank -2.08 2.7

IMF -1.9 2.9

Overall, Nepal’s GDP growth rate bounced back to four percent in FY 2020/21 with several sectors 
showing improvements. In FY 2019/20, six of the 18 sectors saw a negative growth rate with hotel 
and restaurant contracting by 36 percent, and transportation and storage sector contracting by 13 
percent. Likewise, manufacturing sector also shrank by 8.5 percent along with construction sector that 
contracted by 4.9 percent. Out of the sectors that did expand, Electricity, gas, steam and air conditioning 
supply sector saw a large rise of 25 percent, while other sectors grew between 2 to 5 percent. 

All sectors in FY 2020/21 have expanded by 1 to 11 percent, with the overall economy growing at four 
percent (see Table 1). Due to a low base effect, accommodation and restaurant grew by 11 percent, while 
transportation and storage grew by six percent, and mining and quarrying by 7.4 percent. Meanwhile, 

Source: World Bank (2021), Ministry of 
Finance (2021), and IMF (2021)
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agriculture, forest and fishery; manufacturing; Electricity, gas, steam and 
air conditioning supply; Water supply; sewerage, waste management and 
remediation activities; and construction grew by 2.6 percent, 3.8 percent, 
7.7 percent, 1.1 percent, 5.5 percent respectively. Likewise, Wholesale and 
retail trade and repair of motor vehicles and motorcycles; Information and 
communication; Financial and insurance activities saw a growth rate of 5.2 
percent, 1.4 percent, 5.8 percent respectively. With a decent growth of 2.6 
percent, 2.3 percent, 2.1 percent and 3.4 percent, Real estate activities; 
Professional, scientific and technical activities; Administrative and support 
service activities; and Public administration and defence and compulsory 
social security have also expanded. While Education; and Human health 
and social work activities grew by 3.6 percent and 6.5 percent respectively.

Table 2: Nepal’s GRDP Growth Rate by Sector FY2018/19 to 
FY2020/21

Sector 2018/19 2019/20 2020/21

GDP Growth Rate 6.6 -2.09 -2.09

Agriculture, forestry and fishing 5.1 2.23 2.23

Mining and quarrying 17.6 -2.2 -2.2

Manufacturing 6.5 -8.5 -8.5

Electricity, gas, steam and air 
conditioning supply 9.6 25.5 25.5

Water supply; sewerage, waste 
management and remediation activities 1.22 2.15 2.15

Construction 7.4 -4.9 -4.9

Wholesale and retail trade; repair of 
motor vehicles and motorcycles 8.1 -10.6 -10.6

Transportation and storage 8.7 -13.3 -13.3

Accommodation and food service 
activities 9.9 -36.97 -36.97

Information and communication 7.05 2.3 2.3

Financial and insurance activities 6.35 4.7 4.7

Real estate activities 3.75 2.3 2.3

Professional, scientific and technical 
activities 5.6 1.2 1.2

Administrative and support service 
activities 6.4 2.15 2.15

Public administration and defence; 
compulsory social security 5.12 5.9 5.9

Education 5.9 3.2 3.2

Human health and social work activities 6.6 5.2 5.2 Source: Economic Survey, 
Ministry of Finance (2021)
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Table 3: Price and Wage Changes (percent)

Indicator Annual Mid-June

2018/19 2019/20 2019/20 2020/21

CPI (y-o-y) 6.02 4.78 4.54 4.19

Food CPI (y-o-y) 6.27 5.73 5.41 6.22

Non-food CPI (y-o-y) 5.83 4.04 3.87 2.63

CPI Annual / Period Average 4.64 6.15 6.28 3.55

National Wholesale Price Index (y-o-y) 5.4 5.6 3.96 9

National Wholesale Price Index Annual / Period 
Average

6.2 6.87 7 7.55

Salary and Wage Rate Index (y-o-y) 9.1 7.48 7.4 1.98

Salary and Wage Rate Index Annual / Period Average 9.3 9.4 9.67 1.49

While the year-on-year Consumer Price Index (CPI) stands at 4.19 percent for FY2020/21, the food CPI 
is much higher at 6.22 percent, and non-food at 2.6 percent (see Table 2). This is evident given the 
lockdown hindered logistics as well as the production of goods and services. Likewise, the national 
wholesale price index increased by a whopping 9 percent. In contrast, unlike in previous years where 
the wages and salary index grew by over 7 percent (up to 13 percent in 2016/17), despite a rising CPI, it 
merely grew by 2 percent in FY 2020/21. While the rise in prices of goods and services seems temporary 
given the scarcity during the lockdown period, wages and salaries tend to be sticky and therefore do 
not change frequently. Nevertheless, since prices increased, but wages did not, people arguably had a 
hard time paying for goods and services.

External Sector 
Although factories and businesses closed, exports managed to recover to pre-pandemic levels 
(2018/19) to NPR 121,253 million, from NPR 97,109 million in the eleven months of FY 2020/21, following 
a stagnation in FY 2019/20 (merely grew by less than one percent). In addition, China’s zero-tolerance 
to Covid-19 forced the country to close all bordering hubs across Nepal-China border. This also had 
severe impacts on Nepal’s overall exports and imports as China remains one of Nepal’s major trading 
partners after India.  In FY 2019/20, only four of Nepal’s top 20 exports registered a growth, albeit 
by at most 70 percent (Ayurvedic medicine), while the remaining 16 products such as zinc sheets, 
rosin, readymade garments contracted. Nevertheless, exports in the first 11 months of FY 2020/21 have 
largely rebounded with only three of the top 20 exports still contracting (shoes and sandals, zinc sheets 
and pulses).

Imports in FY 2020/21 have also increased by 25 percent, after shrinking in 2019/20 by 15 percent; again, 
indicative of a low base effect. Yet, imports have rebounded to pre-pandemic levels (NPR 1,418,535 
million) from NPR 1,196,799 million to NPR 1,383,364 million in the first 11 months of the FY 2020/21. In 
terms of the top 20 products that are imported, six of the products (rice, crude soybean oil, hot-rolled 
sheet in coil, chemical fertilizer, medical equipment, and edible oil) saw an increase in FY 2019/20. While 
in FY2020/21, all top 20 products have seen an increase as compared to last year. Additionally, imports 
of goods such as telecommunication parts, MS billet, electrical equipment, among others, that saw a 

Source: Eleven months data of FY2020/21, Nepal Rastra Bank (2021)
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slump in imports last year, have research to pre-pandemic level in the first 
11 months itself. 

Defying predictions of a drop during the Covid-19, remittances have 
remained resilient so far. Remittances to Nepal were expected to fall 
by 18 percent according to Nepal Rastra Bank, 28 percent by the Asian 
Development Bank, and by 12 percent by the World Bank. Instead, 
remittances have increased by 12 percent, from NPR 773.7 billion to NPR 
870.9 billion, in the period mid-July 2020 to mid-June in 2021. 

The role of remittance in the Nepalese economy is well known. Contributing 
to around a quarter of GDP, remittance in Nepal has provided much-needed 
liquidity to households during decades of political instability and widespread 
unemployment. With one in every two household receiving remittances,1  
transfers have aided in consumption smoothing, augmented human 
development through investment in education and health, contributed to 
poverty reduction and offered an alternative mode of social protection by 
shielding family members from the risks and 
vulnerability such as the earthquake in 2015, 
and now the COVID-19 pandemic. 

As illustrated in Figure 1, remittances increased 
during the period of lockdown between march 
and July 2020 and continued to remain resilient 
till September of that year. However, during 
the second lockdown, remittances shrank in 
April and May, and rebounding strongly in July, 
probably owning to a carry-over effect of the 
previous months. 

However, before labelling remittances with the 
tag of ‘resilience’, it is important to understand 
the reason for the buoyancy of remittances. On 
one hand, the need for added liquidity for consumption and health care 
required during the pressing times of COVID-19 could have compelled 
migrants to send more money. One the other hand, it could be merely caused 
by a switch from informal to formal channels. Travel restrictions along with 
the government taking strict measures against those involved in operating 
informal remittance channels have compelled people to switch to formal 
channels. Additionally, it is well known that informal remittance is used to 
finance imports in Nepal through Hawala (Hundi) transactions. With falling 
imports, informal remittances remained subdued for six months before 
levelling off to pre-pandemic levels. Most of the goods imported during this 
period such as petroleum products, vehicles, etc. are the ones where the 
payments are made using only formal channels. Moreover, the exporters in 
China have stopped taking payments through informal channels in recent 
months, which is believed to have further discouraged remittance through 
informal channels, especially from East and Southeast Asian countries. 

The role of remittance in the 
Nepalese economy is well 
known. Contributing to around 
a quarter of GDP, remittance 
in Nepal has provided much-
needed liquidity to households 
during decades of political 
instability and widespread 
unemployment. 
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Likewise, rise in remittances could also be seen due returnee migrants sending all their savings before 
returning to Nepal; in October 2020 111,549 oversee migrants returned from Nepal while approximately 
700,000 Nepalis returned from India2.

Similarly, following the widespread adoption of 
dematerialization account, commonly known as 
DEMAT account, there has been an increase in 
investment in shares since the February 2019; as 
of 4th March 2021, there are 30,61,668 DEMAT 
account holders3; an increase of a whopping 70 
percent from FY 2019/20. More importantly, given 
the unprecedented rise in the stock market index 
(NEPSE) during the lockdown in 2020 and in 2021 – 
for instance in June 2021, NEPSE rose to an all-time 
high4 of 3,025 and a turnover of NPR 18.88 Arba – 
it is certain that considerable amount of household 

earnings were channelled towards it. Evidence suggests that remittances significantly impact market 
capitalization in destination country’s stock market.5 Therefore, given a booming stock market, Nepali 
abroad could also be sending more money in order to invest and get higher returns from the stock 
market. 

Public Finance
With strong revenue growth rates as high as 26 percent in 2016/17, 18 percent in 2017/18 and 15 percent 
in 2018/19, revenue grew merely by 0.2 percent in FY 2019/20. Nevertheless, government revenue has 
almost rebounded to pre-pandemic levels of NPR 849,418 million in the first 11 months of FY 2020/21. 
Comparing the growth rate of taxes between pre-pandemic (FY 2018/19) and the fist 11 months of FY 
2020/21, “other taxes” has seen a large growth of over 30 percent while income tax, education service 
tax, non-tax revenue has not yet reached pre-pandemic levels (See Table 4).

During lockdown in 2020 & 
2021, in June 2021, NEPSE rose 
to an all-time high  of 3,025 and 
a turnover of NPR 18.88 Arba 
– it is certain that considerable 
amount of household earnings 
were channelled towards it. 

Figure 1: Remittance Inflow to Nepal (Mar-Apr 2019 to Mar-Apr 2022) (in Rs. billion)

Source: Author’s 
calculation based on 
Nepal Rastra Bank (2021) 
cumulative monthly data.
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Amount (Rs. in million)

2018/19 2019/20R 2020/21P

Heading Eleven 
Months

Annual Eleven 
Months

Annual Eleven 
Months

Value Added 
Tax

214,918 241,613 191,398 224,071 251,492

Customs 141,711 155,366 122,465 137,990 182,162

Income Tax 154,254 194,283 168,112 219,690 182,860

Excise 113,943 121,858 90,668 100,623 121,908

Educational 
Service Tax

1,005 1,079 534 584 357

Other Tax* 22,207  14,831 15,175 17,098 19,597

Non-Tax 
Revenue

80,123 100,590 59,444 93,730 53,977

Total Revenue 728,161 829,621 647,795 793,784 812,353

Other Receipts 10,041 44,685 47,576 37,066

Total Revenue/
Receipts 

728,161 839,662 692,480 841,360 849,419

In the last decade, the average sovereign debt has remained below 27 
percent of the GDP.6 Due to low revenue generation in the FY 2019/20 
resulting from a pre-Covid economic slowdown and the subsequent severe 
impacts of the pandemic across key economic sectors, the debt level 
rose by 9.1 percent of the GDP from 27.1 percent in the FY 2018/19 to 36.2 
percent of the GDP in the FY 2019/20. The increase in the sovereign debt 
by 35.5 percent is the highest increase in a single year since the FY 1990/91. 
During this period, the domestic debt increased from 11.7 percent to 15.7 
percent of GDP and the external debt increased from 15.4 percent to 20.6 
percent of the GDP.

Historically, the domestic government debt has been very low in Nepal, 
the highest so far being 16.2 percent of GDP during the FY 2002/03. It has 
enabled GoN to raise short-term debt at negative real interest rate during 
the last several years with the interest rate on Government treasuries 
lower than the inflation rate. For example, the interest rates on 91 days and 
365 days treasury bills were 2.69 percent and 3.86 percent respectively 
compared to the average annual inflation rate of 6.15 percent in the FY 
2019/20. The short-term debt of GoN constituted about 35 percent of the 
total domestic borrowing of the government at the end of FY 2019/20. It 
shows that GoN has been able to raise domestic debt from the market at 
the negative interest rate for as much as 35 percent of its total borrowing. 

Table 4: Government Revenue Collection
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However, as one IMF study concludes7, a country like Nepal expanding domestic debt may have 
considerable negative implications for private investment and fiscal sustainability thus ultimately 
affecting nation’s overall economic growth and poverty reduction targets. The unspent cash held 
by GoN, at times has even exceeded the entire domestic borrowing of the government. Out of the 
total domestic borrowing of NPR. 613 billion, NPR. 141 billion remained unspent at the end of the 
last FY 2019/20. 

Financial Sector 
Nepal’s financial sector has managed to do relatively well than what is expected during time of 
a crisis like COVID-19. Broad money (M2) has increased by 21.4 percent while domestic credit 
towards private and public sector has also grown by 22 percent. Bank and financial institutions to 
private sector has increased by around 25 percent to NPR 4008.5 billion in the first 11 months of FY 
2020/21, from NPR 3173.0 billion in the 11 months of FY 2019/20.

With the central bank rolling out expansionary policy, the base rate has remained low at 6.6 percent 
from a weightage average of 8 percent, 9.5 percent, and 10 percent in FY 2019/20, FY 2018/19 and 
FY 2017/18 respectively. Low base rates have translated to a weighted deposit rate of 4.7 percent 
and lending rate of 8.4 percent (see Table 5). 

Table 5: Financial Sector (growth and interest rate in percent)

Indicator Annual Mid-June

2018/19 2019/20 2019/20 2020/21

Broad Money (M2) (y-o-y) 15.8 18.1 17.5 21.4

Narrow Money (M1) (y-o-y) 8.6 17.8 13.6 19.5

Domestic Credit (y-o-y) 21.1 13.6 16.9 22.2

Claims on Private Sector (y-o-y) 19.1 12.6 13.0 24.6

Reserve Money (y-o-y) -1.5 26.7 19.2 9.3

91-day T-bills Rate (annual weighted average) 3.20 1.27 2.81 3.79

364-day T-bills Rate (annual weighted average) 4.26 2.26 4.23 4.22

Weighted Average Interbank Rate of Commercial 
Banks

4.52* 0.35* 2.80** 3.21**

Weighted Average Deposit Rate of Commercial 
Banks 

6.60* 6.01* 6.17** 4.72**

Weighted Average Lending Rate of Commercial 
Banks 

12.13* 10.11* 10.43** 8.46**

Base Rate 9.57* 8.50* 8.66** 6.66**

Total Deposits (Rs. in billion) 3235.1 3839.7 3666.6 4427.9

BFIs Credit to Private Sector (Rs. in billion) 2866.2 3209.8 3173.0 4008.5

NEPSE Index (Closing) 1259.0 1362.4 1201.6 3025.8

Market Capitalization/GDP 45.2 47.6 39.2 98.8
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As the COVID-19 has necessitated considerable amount of liquid cash in 
case of sudden health related needs, people are saving as a “precautionary 
motive” in BFIs. Deposits in BFIs have increased by 30 percent in the 11 
months of FY 2020/21 to NPR 4,507,789 million from NPR 3,353,928 million 
in July 2019. The rise in deposits have been sphere headed by individuals, 
representing 57 percent of total deposits in FY 2020/21, as compared to 
53 percent pre-pandemic time (2019). In addition, major drop in capital 
expenditure further made the situations worse.

Private sector credit has also expanded in the 11 months of FY 2020/21, 
growing by almost 70 percent in Metal production, machinery, electrical tools 
and fitting sector and by 63 percent in agriculture sector. Credit towards 
other sectors such as mines, production, construction, wholesale and retail 
grew 21 percent, 32 percent, 28 percent and 35 percent respectively. 
Meanwhile, credit towards the services sector grew at 44 percent, with 
credit towards advertisement agency registering the highest growth rate 
of 77 percent, albeit with a minor share of less than one percent of total 
credit towards private sector. Hotels, that received four percent of the total 
private sector credit grew strongly by 50 percent despite fall in international 
travel in FY 2019/20 and FY 2020/21.
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Sectoral Analysis
Real Sector
The year 2021 commenced with a new jargon in international relations called ‘Vaccine Diplomacy’. While 
low-income countries were unable to procure or produce vaccines of their own, countries in the west 
were comfortably stocked with vaccines.  The global and rising powers like China and India used this 
new diplomatic tool both as an altruistic gesture as well as a method to score some brownie points with 
other countries. India called its vaccine initiative Vaccine maitri which translates into vaccine friendship 
and President Xi Jinping has touted that vaccines developed by China would be a ‘global public good’. 
Vaccine diplomacy has also helped countries to bolster their soft power8.

Both of Nepal’s neighbours, India and China have been part of this great game. In the case of China, 
they have managed to donate and sell vaccines to Nepal steadily but continuously. Regarding India, 
they showed promising signs early on the year with Covishield manufactured by Serum Institute of 
India (SII) being the first vaccine to arrive in Nepal. The Indian Army gifted vaccines to the Nepali Army 
in March. But in the months of April and May, India had to deal with the deadly second wave. Hence, 
India stopped exporting vaccines. The slowdown was further compounded by squabbling between 
the Ministry of Health and Population and local liaison office of SII – Hukum Distribution and Logistics 
Pvt Ltd. The former and latter could not settle on the 
selling price of the vaccine. Although Nepal paid (80 
percent payment) the SII for two million vaccines, 
only one million of two million jabs could be delivered 
on 21st February, 2021. Covishield (AstraZeneca), 
Covaxin (Bharat Biotech) and Sinopharm (Vero Cell) 
are other vaccines approved by government of Nepal 
for emergence use. The Russian vaccine, Suptnik V9  
was also approved under the Oli government in April 
2021.  

However, the vaccine drive in Nepal was slowdown 
when South-Asia was hit hard by the second wave. 
While the erstwhile Oli administration and current 
Congress led coalition government used the social 
media request for vaccines, Nepali diaspora10 and 
the international Nepali community amplified Nepal’s 
urgent requirement for vaccines. Online petitions11 were launched the Nepali community abroad. 
Announcement of Japan donating Astra Zeneca vaccines through COVAX and China donating another 
1.6 million doses of Sinopharm vaccines to Nepal helped the incumbent to begin their governance 
on a positive tone. The government continues to diversify vaccines from various countries. The new 
government formed under the leadership of Deuba, prioritized vaccination drive and to many extent, 
the drive has been successful. Nepal seems to have relied on donations or funding from multilateral 
organizations to procure vaccines. The incumbent has used the social media to bolster its vaccination 
drive. 

The vaccine from Japan through COVAX comes as a sign of relief for citizens in Nepal who are above 
the age of 65. The elderly population had received their first shot of Astra Zeneca in the second week 

The Oli administration and 
current Congress led coalition 
government used the social 
media request for vaccines, 
Nepali diaspora  and the 
international Nepali community 
amplified Nepal’s urgent 
requirement for vaccines. 
Online petitions  were launched 
the Nepali community abroad. 
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of March. The first tranche12 of vaccines were delivered on the 7th and 8th 
August and second tranche is to arrive on the 21st and 23rd of August. 
Furthermore, the kingdom of Bhutan also delivered 230,000 doses of Astra 
Zeneca vaccines to Nepal. Nepal asked Bhutan to provide13 vaccines after 
Bhutan completed vaccinating their adult population with some surplus 
of vaccines remaining. Unlike other western countries that have hoarded 
vaccines two to three times of their population, Bhutan reacted promptly 
to assist Nepal. 

The 1.53 million doses of Johnson & Johnson vaccines were donated by 
the US14 to Nepal on 12th July. US President Joe Biden's pledged to donate 
of 80 million US-made vaccines globally to various countries that were 
deprived of vaccines. This donation comes via COVAX partnership. Nepal 
was one the earliest beneficiary of Covid vaccines from the international 
COVAX partnership. 

Vaccine Procurement: Lack of Inter-
Agency Cooperation 
Despite its seeming success, the procurement process has not been as 
smooth as many had expected. GoN had formed eight committees in early 
December 2020 to coordinate with the eight global vaccine manufacturers, 
which were already conducting phase III trials. A separate committee15 
consisting of secretaries from Finance, Home Affairs, and Foreign Affairs 
ministries was also formed to procure vaccines. Surprisingly, the senior 
most bureaucrat at the MoHP, the Health Secretary – a key stakeholder 
- was not represented in the committee. Additionally, there was a distinct 
lack of coordination among the committees and key relevant ministries and 
the departments in their outreach efforts. For instance, MoHP wrote letters 
to Covid-19 vaccine producing companies, whereas MoFA sent diplomatic 
cables to the major vaccine producing countries - India, China, Russia, 
the UK, and the US. Nepal’s embassy in India was also said to be actively 
involved in the procurement process.

In May, Nepal’s president Bidya Devi Bhandari sent diplomatic notes to the 
US, UK and Russia for vaccines. But her diplomatic overture lacked any 
efficacy to procure vaccines. At the time writing, the Deuba government 
has not been able to appoint the health minister and foreign minister, only 
a state minister of health has been appointed. These ministers play an 
integral role in vaccine procurement and dissemination in the country. 

Countries Vaccines 
donated

Vaccines 
bought

Vaccines 
delivered

Vaccines

India 1 million 2 million 2 million Covishield 
(Astra Zeneca)

China 3.4 million 10 million 7.4 million Sinopharm 
(Verocell)
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Internal circulation
The rollout of the Sinopharm (Vero Cell) 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.

The previous government under KP Oli was criticized for its involvement in the Hukum scandal16  
causing a slowdown in procuring the promised vaccines from India. At the moment, there seems 
to be a steady flow of vaccines in Nepal with the government of Nepal diversifying its vaccine 
procurement. But the incumbent hasn’t steered away from public censure. Internal distributions 
of vaccines have been marred with confusion and conflicting information disseminated by various 
government agencies. Migrant labours were the biggest victim to this confusion. 

Utter complication, mismanagement and perpetual changes in the vaccines allotted for migrants 
created confusion and crowding at vaccination centres. Breaking it down, first, only after persistent 
pressure17 from the labours did the government decide to vaccinate the outbound migrants. 
Second, the government hastily allotted the Sinopharm (Verocell) vaccines to be administered for 
the newly prioritized group. But the Sinopharm vaccines are not accepted or recognized by some 
labour destination countries in the middle-east (barring UAE and Bahrain). Additionally, the double 
dose of Sinopharm translates to a longer waiting period. The government reacted18 to the situation 
by the administering the single doses Johnson & Johnson vaccines to migrants which is much 
widely accepted internationally.  

The already chaotic situation was further exasperated when the vaccination certificates fashioned 
by government did not meet the international standard19 in majority of the labour destination country. 
The vaccine card lacked a Quick Response (QR) code20. After almost two weeks of protestation, the 
government in the first week of August started issuing vaccine certificates with QR codes. The 
outbound labours can also access the QR code from an online portal. But the process again added 
another layer of paper work and long queues21 at government offices. 

Multilateral Agencies
COVAX partnership between CEPI (Coalition for Epidemic Preparedness Innovations), Gavi (Global 
Alliance for Vaccines and Immunizations), UNICEF and the World Health Organisation had committed 
to help Nepal vaccine 20 percent of its population (6 million) under the National Deployment and 
Vaccination Plan22 in Nepal. A slight hiccup23 was encounter by COVAX in the months of April and 
May leading to a slowdown in the flow vaccines in Nepal. 

USA 1.53 million (COVAX) Nil 1.53 million Johnson & Johnson

Japan 1.6 million (COVAX) Nil 847,320 Astra Zeneca

Bhutan 230,000 Nil 230,000 Astra Zeneca

COVAX 348,000 Nil 348,000 Astra Zeneca

*The data has been collated from various government websites and news portals. The table only shows the data till the 
16th of August. The 100,000 vaccines donated by the Indian Army directly to the Nepali army is not mentioned in the table.
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Other policy banks such as Asian Development Bank and World Bank 
announced funds to Nepal help Nepal procure vaccines from various 
sources. The government of Nepal and World Bank signed24 an agreement 
in April of $75 million to assist Nepal in procuring COVID-19 vaccines for 
Nepal’s prioritized populations. In the month of July ADB25 approved a loan 
of $165 million for the Government of Nepal to purchase vaccines. More 
recently, Nepal has completed an agreement with GAVI to procure 4 million 
doses of Moderna vaccines for adolescents aged 12 to 17. This procurement 
is being financed26 by the World Bank. But the delivery of Moderna vaccines 
is only to start in March 2022. 

Private Sector
The government of Nepal in March had permitted27 private sectors to 
procure those vaccines that have got emergency use approval from the 
Ministry of Health and Population or those listed by the World Health 
Organisation (WHO). But at the time writing, no private player has been able 
to procure vaccines for the Nepali citizens. 

Private citizens and Non-residential Nepali have lobbied and voiced their 
concerns for the lack of vaccines in Nepal. Senators28 in America responded 
to the demands made by the COVID Alliance for Nepal. Various petitions 
were signed which were addressed to US Ambassador to Nepal Randy 
Berry, another one organized by ASHA Canada29 was addressed to the 
Government of Canada and Prime Minister Justin Trudeau. Both the Nepali 
diasporas and the Nepalis in Nepal have been able to amplify Nepal’s dire 
condition and point out hoarding of vaccines by western countries.
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Education
The Covid-19 pandemic has wreaked havoc on education systems in history like no other. And Nepal's 
education sector is no exception. In Nepal, the Covid-19 pandemic and the accompanying lockdown 
led to massive and recurrent school closures, resulting in an unprecedented change in the education 
system.

Government’s Key Decisions
After two months of complete closures of educational institutions,  different remote learning practices 
were adopted30 by the government last year to give continuity to learning.  MoEST formulated and 
published guidelines to help students learn by alternative means31. Students were categorised based on 
their access to resources such as mobile phones, radio, television, computers, and the internet, and an 
array of mechanisms for remote learning were curated accordingly.  MoEST launched a learning portal 
incorporating digital contents like interactive learning games, recorded videos of classroom lessons, 
and audio and e-books for those with internet access, television and radio programs for those without 
internet access, and a take-home printed learning packages for those with no access to either of the 
resources. MoEST also slashed the prescribed study hours and course by 30 percent32 as per the 
Curriculum to reduce the load for students. 

Then, in November last year, after nine months of complete closure and virtual learning, schools 
and colleges were reopened33 as the number of Covid cases fell. The government endorsed School 
Resumption and Working Guidelines34 and instructed local governments to reopen schools at their 
discretion with proper health and safety measures. As a part of school reopening strategy and to 
compensate for time lost during school closures, the government extended35 the  ongoing academic 
session till June 2021, despite reducing the curriculum by 30 percent. 

But, as the Covid-19 infections resurged in mid-April 2021 resulting in the second wave of Covid-19, 
the  government36 once again chose virtual learning without any strategy to address the issues that 
came with it last year. Educational institutions are faced with similar challenges in the second wave of 
Covid-19. Both the government and educational institutions have failed in their preparedness to handle 
the situation. The spread of new variants- Delta and Delta plus, more infectious than before and infecting 
youths at far higher rates, means that children and youths are at high risk of being infected with Covid 
-19 in the third wave, increasing the fear in children as vaccines have not yet been approved37  for them. 
A long-term approach other than virtual learning and ad-hoc fixes is required as there are no signs of 
the threat of the pandemic subsiding.

Increased disparities in learning opportunities 
Government efforts at remote learning were stymied by the varied availability of computers and internet 
among provinces, ethnicities, and socioeconomic backgrounds, rendering the remote classes mainly 
inaccessible. According to the recent data by Nepal Telecommunications Authority, around 87 percent 
of the population in Nepal has access to the internet, with mobile data being used by the vast majority. 
Only 12 percent of the population has broadband internet connection. And just 15.4 percent households 
were reported to own a computer in  a Multiple Indicator Cluster Survey done by UNICEF38. The present 
ICT infrastructure and internet distribution in urban and rural regions has produced two-tiered disparities 
among Nepalese learners, namely, between urban and rural learners, and between the affluent and 
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poor who can hardly afford to use the internet. More than two-thirds39 of 
schoolchildren were deprived of distance learning last year in Nepal. And 
only 5 percent40 of children in the poorest households had access to and 
could use remote learning. Children from working class families who are 
struggling to make their ends meet due to the effects of the lockdown have 
no option but to wait out the pandemic.

Covid-19 crisis has exposed and widened the already existing educational 
gaps in Nepal, between private and public schools, urban and rural learners, 
and privileged and underprivileged groups. Private schools were somehow 
able to give continuity to learning through virtual medium. But for public 
schools, the transition from conventional to technology-based teaching 
methods was not easy, and it is still difficult. According to the Economic 
Survey of 2019-202041, only 12 percent of public schools, out of 30,000, have 
the capacity to deliver learning through information and communication 
technology (ICT), only 30 percent have access to a computer, and only 
one percent of public school teachers can run 
online classes. With remote learning, teachers42  
had to adapt to new teaching modalities 
without adequate preparation, resources, and 
funding. Since most private school teachers are 
technologically adept, they were able to adjust 
to the new developments. However, it was 
difficult for public school teachers to deliver 
classes through an online medium without basic 
digital skills and training. It was more challenging 
for female teachers as they had to adapt to new 
changes along with increased workloads and 
family responsibilities.

Students from urban areas and privileged 
backgrounds, aided by their parents, made their 
way through closed school doors to alternate 
learning opportunities. On the other hand, 
students from rural areas and underprivileged 
groups are left behind because they lack access to digital learning tools 
as well as the resilience and engagement to learn on their own. In a phone 
survey conducted by World Vision Nepal in 15 districts, it was reported 
that 83 percent of students in Kathmandu district are learning online, 
compared to only seven percent in Parsa. Another  study43  showed online 
and distance education increased inequality because most educational 
institutions failed to give effective pedagogical support to students from 
marginalized and underprivileged groups. Children with disabilities who 
were already marginalized before the outbreak are the most affected as 
they were not included in government’s remote learning programs.

Covid-19 widened gender disparity in Nepal's education system. Increased 
domestic tasks and obligations for girls—particularly in low-income 

According to the Economic 
Survey of 2019-2020 , only 12 
percent of public schools, out 
of 30,000, have the capacity 
to deliver learning through 
information and communication 
technology (ICT), only 30 
percent have access to a 
computer, and only one percent 
of public school teachers can 
run online classes.
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families—inadequate access to gadgets as the male child and his teaching gets more priority, and other 
distractions at home kept girls from getting enough learning time. Covid-19 is anticipated to exacerbate 
the achievements gained in women's education in Nepal, as girls are more prone to dropping out, early 
marriage, and not returning to school. According to a study44 done by Room to Read Nepal last year, 279 
girls out of 3,992 surveyed in 11 districts said they would not be able to return to school once it reopens. 
The study discovered that 20 of the questioned girls had married since school had closed.

The digital divide45 and inequality were so high last year that the National Human Rights Commission46  
of Nepal had to ask the Ministry of Education and private schools not to pressure children for online 
education. Pokhara Metropolitan City47 instructed schools to stop online classes, citing the digital divide 
was so wide that conducting remote classes infringes the principle of equitable access to education.

Even those who had access considered virtual classrooms to be ineffective in comparison to 
conventional ones. Distance learning was deemed inefficient by 64.3 percent48 of students in a study 
conducted by the National Campaign for Education. The lack of student's reach to virtual learning 
platforms, teachers' failure to deliver effectively through such platforms, and a lack of engagement, 
mostly through television and radio, living conditions, economic difficulties, and low-education levels 
of parents including digital skills, meant that many children lacked the stability and learning support 
they needed to acclimatize to these new models of learning. Besides, students get easily distracted 
and have a proclivity to use phones and social media as there are no strict disciplinary standards like in 
traditional in-person teaching-learning settings. Schools had to revise the course content taught during 
online courses between the first and second lockdowns, when the government permitted schools to 
reopen, because most students had not grasped the content effectively.

Impact on assessment
Closure of educational institutions have necessitated changes in how students are examined. Key 
assessments have been disrupted at all levels, with many exams being postponed, cancelled, or 
replaced with alternative evaluation modalities in some cases. As the government  gave sole authority 
to respective schools  over student's evaluation in the Secondary Education Examinations (SEE) in both 
2020 and 2021, both public and private schools overstated49 student's grades in both the years. The 
number of students receiving a GPA 4 in SEE jumped from 106 in 2019 to a staggering 9,319 in 2020 
and 8444 in 2021, after schools evaluated their student's performance. The academic quality of these 
students who have been advanced to the next level without developing the skills they need to cope 
with higher education remains in question and is likely to aggravate the already deteriorating standard of 
education. The government indecision about the grade 12 examinations has created anxiety in students 
as they are stuck in the same class they studied for a whole year. The uncertainty has also caused 
delays in the entry exams for MBBS, IOE, and other bachelor-level courses. University assessments 
have also been disrupted, since big universities such as Tribhuvan University are reluctant to switch 
examinations online. This negligence on the part of policymakers and political leaders indicates that 
they are just interested in completing the courses in a timely manner. They are not bothered about 
objective evaluations of learners or the overall quality of teaching-learning pedagogy. Assessment 
interruption has a severe influence on students' learning since their educational and occupational 
futures are reliant on their outcomes. Fear of loss of academic session50,  pressure to keep up with 
peers, and uncertainty around school re-openings and resumption of examinations have taken and 
continue to take an ineffable social, mental and academic toll on students.
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Government’s indecision
Several private schools and colleges were able to offer online classes,  but 
the classes were disturbed due to disputes with the government over fees51 
last year. Apart from logistical and financial challenges, schools and colleges 
suffered due to the lack of directives from the government to address their 
problems. Local authorities, without adequate resources, relied on the 
federal government for decisions while the federal government remained 
largely noncommittal and offered  no clear plans and strategy52 to address 
the problem of resource. The current coalition government's failure to assign 
Ministers to crucial ministries such as the Ministry of Education, Science, 
and Technology (MoEST) has further stymied decisions on pressing issues 
that directly impact educational institutions and students.

Positive Disruptions
This crisis, on the other hand, has sparked technological innovation 
in Nepal’s education sector. Covid-19 has speeded the adoption of 
digital technologies in Nepal by several years which is demonstrated by 
Nepal’s swift transition to different alternative learning techniques such 
as e-learning portals, radio and television broadcast and take-home 
packages. One example is MoEST ‘s learning portal with digital reading 
materials such as interactive learning games, classroom videos, audio, and 
e-books. Admissions, fees collecting, information exchange, and result 
publication are all handled by schools and colleges using digital mediums 
in an unprecedented way. Some private institutions and universities have 
begun to use new technology to conduct online 
tests. There are new apps being created for 
online classes, exams, and assessments. Both 
public and private schools are putting increasing 
effort to enhance their ICT infrastructure and 
introducing different digital skill development 
training to teacher training. For example, 
Kathmandu University (KU) has successfully 
operationalized the complete 'environment' of 
online education; conducting online entrance 
exams, teaching the entire semester virtually, 
administering all needed exams, and publishing 
the results online.

Parents have become more engaged in their children's learning process, 
and they were able to assess the quality of education their children were 
receiving from their schools. With mobile phone surveys and performance 
statistics from online learning platforms parents can keep track of their 
children's growth. Moreover, the challenges of distant learning have 
prompted schools, teachers, and students to assess the importance of 
human connection and interactive pedagogical approaches.

Covid-19 has speeded the 
adoption of digital technologies 
in Nepal as MoEST started 
learning portal with digital 
reading materials such as 
interactive learning games, 
classroom videos, audio, and 
e-books. 
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Covid-19 has offered Nepal's policymakers the opportunity to rethink education by presenting a picture 
of how schools will be structured in the future – a future that has already arrived. Given the fast progress 
of technology, it seems evident that online or distant learning will become increasingly popular in the 
twenty-first century. Furthermore, it is anticipated that a pandemic of this magnitude occurs in rounds 
and is recurrent. WHO also recently stated that the Covid-19 may never be eradicated, and that people 
would have to live with it. So, it is crucial to integrate an aspect of distance learning even in normal 
education parallelly. When the crisis strikes, this will make things easier for Nepal's education system to 
cope and to eliminate negative impacts such as digital divide. As a result of the challenges recognized 
by the Covid-19, policymakers now know what needs to be done to improve learning outcomes in the 
future: reducing the digital disparity, providing digital training to teachers, ensuring equitable internet 
distribution, and improving education conditions at home, among other things.

Attempts made to make distant learning more 
inclusive
Last year, some public and private schools organized a door-to-door53 campaign in which teachers 
visited students' homes and encouraged them to attend remote learning classes. This not only 
encouraged students to attend classes on a regular basis, but it also improved communication and 
guidance between teachers, parents, and students. Both public and private schools can conduct a 
door-to-door campaign this year following precautions. This will improve distance learning participation 
during school closures and encourage students to return to school once it reopens. Some schools 
are also experimenting with small community group-based54 learning. While their efficacy is yet to be 
proven, they are more accessible to all than online learning.

Lalitpur Metropolitan City distributed “home learning materials55” to students  from community schools 
who don’t have access to the internet, in an effort to engage them in learning.

The Learning Continuity Campaign56, developed by the Ministry of Education, Science and Technology’s 
Center for Education and Human Resource Development (CEHRD)  in collaboration with UNICEF Nepal, 
the School Management Committee Federation, Confederation of Nepalese Teachers, and Nepal 
Education Cluster,  mobilized teachers to use low-tech mechanisms such as telephone/SMS-based 
activities to give continuity to learning.

Some community schools in Kavre57 mobilized their teachers in ‘Homework copy distribution and 
collection’ tasks to give continuity to learning as they lacked infrastructure and internet for online classes.

Decisions taken by Government
Countries Vaccines donated

18 March 2020
Covid-19 Education Cluster Contingency Plan – Nepal closed all educational 
institutions and postponed all academic activities to contain the virus from 
spreading. 

07 May 2020

Education and Health Committee of Parliament  directed the schools not to admit 
students and charge tuition fees until the situation returns to normal. It asked 
the Ministry of Education to ensure that private academic institutions follow the 
directive.
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30 June 2020

The Ministry of Education, Science, and Technology 
formulated and published guidelines to help students 
learn by alternative means. Students were divided 
into groups based on their access to resources such 
as mobile phones, radio, television, computers, and 
the internet, and a system for remote learning was 
curated accordingly.

02 July 2020

The National Private and Boarding Schools’ 
Association, Nepal (N-PABSAN) and Private and 
Boarding Schools’ Organization, Nepal issued a joint 
notice and threatened to discontinue the online 
classes, if they are not allowed to charge tuition fees 
for online classes 

10 September 
2020

Government allowed private schools to take fees as 
per the amount set by the local governments.

20 September 
2020

The government slashed the prescribed study hours 
and reduced the course load for students by 30 
percent as per the Curriculum Adjustment Framework 
prepared by the Curriculum Development Centre,

November 2020
MoEST instructed local governments to reopen 
schools at their discretion with proper health and 
safety measures. 

11 January 2021

Government and partners (UNICEF, the School 
Management Committee Federation, Confederation 
of Nepalese Teachers, CMC Nepal, Educational 
Pages, ENPHO, Plan International, Save the Children, 
Setogurans National Child Development Services, 
United Mission to Nepal, UKAID through BBC Media 
Action, USAID’s Early Grade Reading Program II, 
VSO, World Education and Nepal Education Cluster)  
launched Learning Continuity Campaign  in alignment 
with the Emergency Action Plan related to School 
Education 2077 by the Ministry of Education, Science 
and Technology’s Center for Education and Human 
Resource Development (CEHRD).

February 2021
The government decided to extend the ongoing 
academic year by two months to compensate for 
time lost due to the Covid-19 pandemic.

26 April 2021 The government once again decided to close all the 
educational institutions and run online classes.
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Essential Healthcare Supplies
Nepal, a landlocked country aspiring to graduate from a Least Developed Country status, stands highly 
vulnerable to the unfolding Covid-19 pandemic. The pandemic has exposed the long-standing fragile 
health care system of Nepal. The country has battled the worst health effects while responding to 
Covid-19 with an under-resourced and understaffed health care system. In 2016, the number of total 
health care personnel including doctors, nurses, and midwives in Nepal was 3.15 per 1000 population. 
The numbers of intensive care beds and advanced respiratory support (ventilators) were 1395 and 
480 respectively58. This has created a public demand throughout the country for quality and timely 
health services. Currently, secondary and tertiary health systems in Nepal are overwhelmed with the 
management of COVID-19 cases and, at the same time, the priority to address the needs of other 
infections and NCD has not been prioritized due to a lack of quality human resources, health system 
capacity and significant resource constraints. The following section will analyze the way Nepal 
responded to the pandemic, especially in the supply of medical supplies such as masks, PPE, oxygen, 
and ventilators.

Covid-19 testing
The first case of Covid-19 infection was reported in China in November 2019. Nepal shares the border 
with China, and thousands of people travel between the two countries for tourism, trade, and studies. 
Hence, the spread of the virus was a matter of when not if. It came as no surprise that Nepal was the 
first in South Asia and the seventh country globally to confirm the first infection. However, there was 
only one public diagnostic respiratory virology laboratory in Nepal - the National Influenza Centre (NIC) 
at the National Public Health Laboratory (NPHL). It was limited to testing for the influenza virus and HIV. 
On 13 January 2020, when the first suspected case of COVID-19 appeared in Nepal, NPHL did not have 
the reagents specifically required to test for SARS-CoV-2. Thus, WHO Country Office in Nepal (WCO) 
helped with shipping the sample taken from the patient 
to the WHO Collaborating Centre in Hong Kong, where 
tests came out positive59. It was clear that in case of a 
widespread outbreak the country was at high potential 
risk because of a severe lack of necessary equipment, 
infrastructure, supplies, and trained manpower for rapid 
diagnosis needed at scale.

In a controversial directive, Nepal's the Ministry of 
Health and Population has told private and public 
medical facilities to use RDT (Rapid Diagnostic Test) kits 
for COVID-19 despite evidence that the method gives 
inaccurate results. The directive instructs health facilities 
to use the RDT method, with kits supplied by nine 
international firms even though multiple investigations 
have shown that some of these firms have produced equipment that provides false negatives and 
positives. Seven of these companies are Chinese, one American, and one Canadian. Two of the 
suppliers, both from China, were strict 'not recommended for use by the WHO, and ICIJ (International 
Consortium of Investigative Journalists) found the equipment of three other suppliers (two from China 
and one from the US) defective60. In March, the government signed an agreement with Omni Business 
Corporate International (OBCI) on 25 March to purchase RDT kits (more on this later). Later in April 

The pandemic has exposed 
the long-standing fragile health 
care system of Nepal. The 
country has battled the worst 
health effects while responding 
to Covid-19 with an under-
resourced and understaffed 
health care system.
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2020, the MoHP stopped the use of RDTs.

In March, the Department of Health Services purchased five portable 
Real-time PCR machines through the private contractor Omni Business 
Corporative International (OBCI), the company was dragged into controversy 
in April for a large order of medical equipment and test kits from China that 
were found to be overpriced. All seven OBCI-supplied portable machines 
distributed by NHPL to the seven provincial labs also stopped being used 
after a few tests because of their unreliability. In addition to that, Nepal also 
received a significant amount of testing kits from China, India, Singapore, 
Switzerland, the US, South Korea among others on various dates. Later, the 
private labs as well as provincial and local governments imported the testing 
kits, reducing the pressure on the public testing labs. Currently, there are 
96 testing labs, of which 58 are public and 38 belong to the private sector.

Masks, PPE, and Sanitizers
Mask and physical distancing were recommended as a preventive 
mechanism. The production of masks in Nepal was limited and was primarily 
limited to cloth masks for safety from pollution. In early February 2020, when 
the Covid-19 infection was rapidly increasing in Wuhan, Nepal sent 100,000 
protective masks to China. However, soon, Nepal would experience masks 
shortages. Nepal prepared to go in lockdown in early March, most sellers 
had run out of masks, with black-marketers selling masks at an exorbitant 
price. 

Nepal received donations from friendly countries, international organizations, 
private donors, and non-governmental organizations61. In the meantime, 
Nepal's import of face masks, PPE, and sanitizers sky-rocketed. In the year 
2020, Nepal imported a total of Rs. 714 million worth of masks from China 
and Rs. 58 million worth of masks were imported from India. The import 
of masks increased even further in 2021. The table below shows the total 
amount of masks imported to Nepal in 2021: 

Face Mask Import to Nepal by July 2021 (in million Rs)

Source: https://nepaltradeportal.gov.np
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Production of masks increased domestically too. However, most of the production required the import 
of raw materials from India and China, which faced problems due to the crisis in both countries. 
Hence, bulk import from foreign countries was encouraged.

The situation for hand sanitizer was especially acute. Before the first wave of the Covid-19 pandemic, 
Nepal had no registered hand sanitizer producer. By April 2021, 26 companies, including the 
government-run Nepal Aushadi Limited, have received the permit62. However, the hand sanitizers 
produced by six Nepali companies were found to be sub-standard. Hence, the Department of Drug 
Administration (DDA) banned the distribution and sale of such sanitizers as per the Instant Hand-
Sanitizer Standard-207663.  Further two companies were banned from the distribution and sale of 
sanitizers a month later in October 202064. In 2020, Nepal imported Rs. 421 million worth of sanitizer 
from India (accounting for 61 percent) and Rs. 216 million worth of sanitizer from China (accounting 
for 31 percent). In 2021, India accounted for almost all of the imports to Nepal. The following table 
summarizes the import of hand sanitizer to Nepal in 2021:

Oxygen and medical supplies
The demand for oxygen cylinders shot up in Nepal especially during the second wave brought about 
by the Delta variant of Covid-19. By April 2021, hospitals in the capital were running at capacity, 
and oxygen was in short supply. The peak daily demand in pre-Covid-19 times was about 6,000 
cylinders. However, before May 2021, Nepal had a total supply of 7,000 to 8,000 oxygen cylinders, 
which accounted for around half of the total demand65. The total oxygen demand shot up to 50,000 
to 60,000 cylinders during the peak subsequent month.

In May, the government formed a task force to monitor and manage the supply of medical oxygen to 
hospitals across the country in a bid to address the oxygen cylinders. The government also banned 
all non-medical use of oxygen.

By late May, the demand for oxygen had increased to 35,000 cylinders a day, but the generation 
capacity of 22 factories across the country was 20,000, out of which only 8,500, including production 
in private hospitals, was produced in Kathmandu valley, the epicentre of second wave66 as most of 
Nepal’s oxygen plants are located in the Eastern region. The ad hoc quota system imposed by the 

Sanitizer Import to Nepal in 2021 (in '000 Rs)

Source: https://nepaltradeportal.gov.np

India
China

100000

80000

60000

40000

20000

0

February March April May June July



22Risk Outlook

CCMC to manage the supply of oxygen in Kathmandu’s hospital made the 
matters worse, creating an artificial shortage. The supply of liquid oxygen 
from India was also affected by the Indian ban on export due to their 
Covid-19 surge. Black marketing and hoarding were not helpful either.

Nepal relied on international assistance and massive import of oxygen 
cylinders. Nepal imported a large number of oxygen cylinders and liquid 
oxygen from Tibet, China. The oxygen gap was also filled by the construction 
of oxygen generators, with support from donors such as India67, the UK68, 
and China69. Bilateral donors and multilateral organizations such as World 
Bank70 and the UN agencies too supported Nepal by providing oxygen 
cylinders and oxygen concentrators. The non-Resident Nepali Association, 
along with multiple other volunteers, also supplied oxygen concentrators 
to Nepal. In the meantime, the private sector also imported a significant 
amount of oxygen concentrators. Though there is a challenge of logistics, 
equitable distribution, and cost71, Nepal had a supply of more oxygen than 
it needed by early July.

Before the second wave, existing suppliers brought oxygen cylinders via the 
sea route. Given the sea route was not practical, Nepal imported most of 
its oxygen cylinders from China via air or land route. Despite the expressed 
commitment of the government, there was still some delay at the border 
because of the road conditions72.

The increase in import of medical supplies was significant in 2020/21. 
According to NRB statistics, Nepal imported medical equipment worth Rs 
15.24 billion during the first 11 months, up from Rs. 8.08 billion during the 
same period in 2019/20. Nepal imported these items mostly from China 
and countries other than India because India faced its second wave earlier 
in 2021. Imports from China accounted for more than 43 percent of total 
imports whereas the third countries accounted for 56 percent73. 

Issues in the procurement and 
distribution
Corruption and Profiteering: The procurement of medical supplies and 
PPE was not smooth. In March 2020, the government awarded Omni 
Business Corporate International the contract for medical supplies. After 
the cancellation of the first bidding process, OCBI got the USD 10 million 
contracts to supply medical equipment. Other companies were rejected 
because they were not deemed capable of procuring on time. Ironically, 
OCBI could not supply the equipment as promised. By the deadline, it was 
able to deliver only ten percent of the total amount of goods it had promised 
to procure from China. The company also imported questionable RDT kits. 
The price for the medical supplies procured by the OCBI was almost three 
times higher than the usual market price74. The deal was later scrapped and 
was given to the Nepal Army (more on this in the next section). 

The blatantly corrupt practice led to the 'enough is enough' movement/
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protest by Nepali youth. The OBCI's deposit was confiscated, and the company was blacklisted 
later. However, no major leader or the members of the procurement committee faced any major 
consequences. The deal was probed by the Public Accounts Committee of Parliament which found 
involvement of unauthorized persons in the decision-making process for procurement at unusually high 
rates. However, there has been little headway in the CIAA's pursuit of the case75. Many analysts believe 
that the delay in the investigation is because two ministers from the Oli government were among the 
individuals involved in the decision-making process, and the CIAA was under pressure not to pursue the 
case. The case highlighted the collusion between private companies and government decision-makers. 
The collusion would profit both the parties at a great cost to the country and its attempts at pandemic 
control.

The private sector cannot be absolved of its responsibilities either. The private sector (especially the 
PPE suppliers) benefitted massively from the high demand for masks and sanitizers. The black market 
flourished, with masks being sold at more than 1000 percent of the regular price. Additionally, many 
producers attempted at making quick bucks by creating sub-standard sanitizers. This shows the lack 
of teeth for both the CIAA and the Nepal Bureau of Standards and Metrology. 

The capacity of Procurement: After the OCBI deal was scrapped (for reasons stated above), the Nepal 
Army was tasked with procuring the medical supplies. This indicated the lack of capacity of private and 
civil organizations in Nepal to procure either because of lack of capability or the system of graft. The 
procurement by the Nepal Army was not entirely criticism-free. Many civil society leaders criticized the 
deal for involving the NA on issues not directly related to 'national security, increasing the militarization of 
the civilian process. Though the urgency of the matter could be used for justification, they criticized the 
deal based on the involvement of the NA on 'profit-oriented ventures in the past. Many saw the decision 
as a way to bypass accountability76. CIAA cannot 
investigate the deals by the military or corruption 
cases in the military. The NA also faced criticisms 
because of the higher cost of the PPEs and Army’s 
zilch prior experience in the procurement of goods. 

Whatever the criticism, it speaks volumes about 
Nepal’s governance and capability of the private 
companies that procuring medical supply which 
was readily available during a global pandemic was 
an onerous task in itself.

Aid dependency: As per the 2076/77 budget, Nepal spent Rs. 68.78 billion on health. That accounts 
for less than Rs. 2500 per capita. The health budget for FY 2078/79 has increased substantially to Rs. 
90.69 billion (a 31 percent increase), however, it is still very low by all standards. In this context, external 
support from bilateral donors and multilateral agencies is expected to fill the gap. This was especially 
essential during the pandemic. In this context, various development partners and aid agencies provided 
Nepal with medical supplies, technical support, and financial help. Multilateral institutions such as Asian 
Development Bank and World Bank, along with SAARC Emergency Fund, helped Nepal plug the gap 
and mitigate the impact of Covid-19.

The dependency on aid is especially jarring because Nepal has not been able to spend capital 
expenditure. In the last fiscal year, only 60 percent of the capital expenditure budget was spent, which 
in itself was an improvement from the year before (when it was 46 percent despite the pandemic. This 
shows that the Nepal government is capable of providing additional funds, though external support may 
be required for longer-term macro-economic stability.

The blatantly corrupt practice 
led to the 'enough is enough' 
movement/protest by Nepali 
youth. The OBCI's deposit was 
confiscated, and the company 
was blacklisted later.
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Nepal has been able to speed up 
vaccine procurement from multiple 
manufacturers and run national 
vaccination campaign (starting 
with vaccinating front-line workers, 
senior citizens, and those with 
medical complications). As mass 
vaccination campaign is the only 
way out of the ongoing crisis, GoN’s 
recent steps to prioritze vaccination 
should be lauded.
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Conclusion
As of now, Covid-19 has proven to be one of the most severe health and economic crises of our time. 
It not only crippled health systems of all countries around the but also derailed their overall economic 
structures sparing no sectors and Nepal has not been an exception. Nepal, having reported the first 
confirmed case of Covid-19 in South Asia in late Jan 2020, was also one of the first countries in the region 
to impose a nation-wide lockdown (from 24 March 2020 onwards). However, poor political governance, 
frequent change of leadership at MoHP, publicly reported cases of corruption in vaccine procurement, 
and confusing roles of CCMC and other GoN created Covid-19 mitigation platforms affected Nepal’s 
overall pandemic response. As a result, Covid-19 has severe effects on Nepal’s all economic and financial 
sectors. Despite these issues, Nepal has been able to speed up vaccine procurement from multiple 
manufacturers and run national vaccination campaign (starting with vaccinating front-line workers, 
senior citizens, and those with medical complications). As mass vaccination campaign is the only way 
out of the ongoing crisis, GoN’s recent steps to prioritze vaccination should be lauded.

As Covid-19 continues to evolve, with no reliable sign of slowing it down, we expect the pandemic 
to have additional implications on the Nepali economy. To make situations worse, the ongoing power 
struggle within the ruling party, is also likely to put Nepal’s overall Covid-19 response in shadow for 
sometime thus prolonging the crisis in the country.
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Institute for Integrated Development Studies [IIDS]
Institute for Integrated Development Studies (IIDS) is an independent, non-partisan, and not-for-profit 
think-tank headquartered in Kathmandu, Nepal. Since its inception in 1979, it has proven its commitment 
to research and policy advocacy based on evidence, and a holistic approach to sustainable development 
through a distinguished body of work. IIDS’s impact on several development sectors have been 
extensive through its numerous products and their influence in the policy making process. It aims to be 
recognized as one of the region’s leading institutes that contributes to evidence-based policymaking, 
trains professionals, and broadens public understanding of sustainable development challenges in the 
21st century across South Asia. The executives of the organization are highly qualified and globally 
recognized for their expertise and competencies while the team members have diverse experience in 
research, policy development and advocacy, and incubation of innovation.
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www.facebook.com/IIDS.NP
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Nepal Institute for Policy Research [NIPoRe]
Nepal Institute for Policy Research (NIPoRe) is an independent and non-partisan policy institute based 
in Kathmandu, Nepal. It aims to generate evidence-based debates among citizens and critical actors of 
development in both the public and private sectors on contemporary policy issues from Asia across four 
thematic areas - Economic Policy, Humana Development, National Security and Technology. Our team 
members represent the diversity of academic disciplines, professional backgrounds, and geography. We 
adopt a multi-disciplinary approach in our analysis of policies and research, supported by researchers 
trained at universities and professional environments (from) across the globe.
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