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1 Background of the Study 
The Coronavirus disease (COVID-19) outbreak, a global pandemic, had infected over 6.7 million people 
in 188 countries, including nearly 400,000 deaths as of 6 June 2020.1 The virus is spreading in many 
countries and the death toll is still rising. To contain this virus, most of the governments across the 
world have halted flights, locked down towns and cities and urged people to stay at home whereas, 
few countries have chosen to slow down the movement instead of coming to a halt.2 
 
In the case of Nepal, the Government announced a country-wide lockdown on 24 March 2020, which 
was initially scheduled to end on 27 April 2020 and later extended till 14 June 2020. Alongside this, 
refusal to issue visas, sealing of borders, and travel restrictions (except for emergencies) are expected 
to prevent the spread of virus and contain it. Although Nepal has comparatively fewer cases, this 
outbreak is starting to result in the most abrupt and widespread cessation of economic activities. The 
Central Bureau of Statistics (CBS) has recently revised the projections for the economic growth rate to 
2.27 % in the fiscal year 2020 due to the effect of the global pandemic, contrary to its earlier projection 
of 8.5 % growth. Likewise, according to the South Asia Economic focus, Nepal’s growth rate is expected 
to fall to a range between 1.5 and 2.8 % in FY 2020 reflecting lower remittances, trade, and tourism, 
and broader disruptions caused by the COVID-19 outbreak.3 
 
The heavy reliance of Nepal’s economy on overseas migration and tourism, low manufacturing 
capacity, high reliance on import-based consumption, trade deficit, and unemployment will lead to 
enormous repercussions. Numerous sectors have started witnessing the effect. The tourism sector is 
the hardest hit, especially the hospitality industry, which is most vulnerable due to the fixed cost 
associated with salary and wages and regular maintenance as well as loan servicing obligations.4 The 
effect is apparent in the manufacturing industries with a halt in the supply of raw materials. Foreign 
employment, a significant contributor to Nepal’s economy, has been hit hard due to the uncertainty of 
labor demand. Recently, the remittance has contributed less than 1 % in the country’s economy.5 
Manufacturing industries, remittance, and travel and tourism are predicted to have the highest effect 
of COVID-19 among all the sectors in Nepal.6 
 
The wholesale and retail sector, which is the second-largest contributor to the economy, is also affected 
by the drastic downfall in imports from China.7 In the case of aviation, the high cost of grounded 
aircraft due to leasing, fixed, and variable costs are noted to pose a major challenge. Similarly, the 
finance industry, including the banking sector, are operating at a bare minimum, and only offering 
basic services. New book creation has virtually stopped as no loan processing is being carried out. It 
is predicted that revenue collection would dry up due to shortfall in revenue targets, limiting the 
spending and development in infrastructure projects, and creating problems in multiple areas from 

                                                            
1“WHO Coronavirus Disease (COVID-19) Dashboard”, World Health Organization, accessed on 6 June 2020. Retrieved from- 
https://covid19.who.int/?gclid=Cj0KCQjw_ez2BRCyARIsAJfg-
kvPB3gvcu7zxvId8WhjMdKzgy6UbPi7xVyP4kITyGfYO6TVvNC5HJYaAmwIEALw_wcB 
2 “Coronavirus pandemic: Tracking the global outbreak”, BBC News. Retrieved from- https://www.bbc.com/news/world-
51235105 
3 “Nepal must ramp up Covid-19 action to protect its people, Revive economy”, The World Bank, 12 April 2020. Retrieved 
from- https://www.worldbank.org/en/news/press-release/2020/04/11/nepal-must-ramp-up-covid-19-action-to-protect-
its-people-revive-economy 
4Subba, Sanjib. “Unlocking the economy post-lockdown”, Nepali Times, 15 April 2020. Retrieved from- 
https://www.nepalitimes.com/latest/unlocking-the-economy-post-lockdown/ 
5“COVID-19 and its effect on Nepal”, World Trade Organization, accessed on 2 June 2020. Retrieved from- 
https://www.wto.org/english/tratop_e/covid19_e/sawdf_nepal_e.pdf 
6Frost & Sullivan and CNI. 2020. Understanding the Impact of COVID 19 to Nepal: Recommendations for Economic 
Resilience. 
7 “COVID-19 and its effect on Nepal”, World Trade Organization, accessed on 2 June 2020. Retrieved from-
https://www.wto.org/english/tratop_e/covid19_e/sawdf_nepal_e.pdf 
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employment, base-level economic activities, and consumption among others.8 The effect of this 
pandemic, however, will be strongest in the low-income class, especially informal workers in the 
hospitality, retail trade, and transport sectors who have limited or lack of access to healthcare or 
social safety nets. This holds a further risk of reinforcement of social inequality.9 
 
The Government, however, has announced an initial relief package to cushion the effect of the disease 
on the economy. There is a 25 % discount on electricity for consumers who use over 150 units every 
month and the absence of penalty if utility bills and tax payments are not cleared till mid-April. 
Internet service providers would provide a 25 % discount on data and voice call packages. For the 
daily wage workers, there would be a discount of 10 % on certain items from Nepal Food Corporation 
and Salt Trading Corporation. Food aid would be provided with special priority for expecting mothers, 
orphans, the disabled, or those with chronic illnesses. The Government has asked companies to pay 
salaries for March-April from the social welfare fund. Similarly, the landlords are ordered not to 
demand one month's rent from daily wage earners, private schools, and students.10 The customers 
of banks and financial institutions are also provided some relief of deferring payments (monthly or 
quarterly interest or principal amount (including credit card charges) to the next quarter (Ashad end 
2077) without extra charges.11 
 
As the lockdown continues and the economic activities are brought to a halt it is imperative that the 
government carries out a proper assessment and comes up with a comprehensive stimulus package 
to help the economy kick start and absorb the current and future economic loss caused by this crisis. 
It is in this context that the Gandaki Province is carrying out a comprehensive assessment of the 
effect of COVID-19 on the economy of Gandaki Province. For the purpose, the province has already 
created a task force to commission the study. To support the study carried out by the Province, this 
rapid study aims to provide the requested information and analysis. 
 
2 Objectives of the Study 
This rapid study plays an important role in assessing the effect of the COVID-19 on the economy of 
Gandaki Province and also provide evidence-based recommendations to the provincial government 
for reviving the economy through effective regulatory and financial stimulus programs. This rapid 
study was jointly carried out with Task Force formed to carry out the study and can feed into the 
overall effect study that is being carried out by the National Planning Commission. 
 
The main objective of the assignment is to carry out a rapid assessment of the effect of COVID-19 on 
the economy of Gandaki Province in the short, medium, and long term and help to assess: 

 Effect on the economic growth rate in different sectors due to COVID-19. 
 Effect on the Gross Domestic Product of the Province due to COVID-19 in different sectors. 
 Effect of COVID-19 on the revenue collection and remittance received by the Province. 
 Effect of COVID-19 on the livelihood of the citizens of the Province. 
 Effect on the programs and the budget management in the provincial budget for the FY 

2077/78. 
 

                                                            
8 Subba, Sanjib. “Unlocking the economy post-lockdown”, Nepali Times, 15 April 2020. Retrieved from-
https://www.nepalitimes.com/latest/unlocking-the-economy-post-lockdown/ 
9“Nepal must ramp up Covid-19 action to protect its people, Revive economy”, The World Bank, 12 April 2020. Retrieved 
from- https://www.worldbank.org/en/news/press-release/2020/04/11/nepal-must-ramp-up-covid-19-action-to-protect-
its-people-revive-economy 
10“Nepal COVID-19 relief packages”, Nepali Times, 30 March 2020. Retrieved from- 
https://www.nepalitimes.com/latest/nepal-covid-19-relief-package/ 
11“Nepal Rastra Bank clears confusion regarding deferring payments till the next quarter”, Share Sansar, 7 April 2020. 
Retrieved from- https://www.sharesansar.com/newsdetail/nepal-rastra-bank-clears-confusion-regarding-deferring-
payments-till-the-next-quarter-suggests-timely-payment-to-those-who-can 
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The study also aims to develop a social and economic recovery package to mitigate and manage the 
effects of COVID-19 in Gandaki Province. 
 
3 Approach and Methodology of the Study 
The approaches undertaken for the rapid assessment are Environment Assumptions and Effect 
Assessment. 

(a) Environment assumptions: Events in one country and region can have a significant effect on 
growth prospects in another and COVID-19 is a global pandemic that has affected the whole 
world. The study was conducted by keeping in mind the following scenarios which have been 
discussed in multiple studies and evident under the post-COVID-19 world.  

 A global recession is definite: The International Monetary Fund (IMF) projects global 
growth in 2020 to fall to minus 3 %. The cumulative loss to global GDP over 2020 and 
2021 is estimated at USD 9 trillion.  

 Low economic growth: Nepal’s economic growth will be in the range of 1.5 % to 2.8 
% (World Bank, 2020) 

 Vulnerability: Remittance and tourism will see the highest effect. 
 Weak factors to economic growth (natural resources, physical capital/infrastructure, 

human capital, technology, laws). 
 

(b) Assessment of effect: Two-pronged approach, time, and scenarios have been adopted for the 
study: 

 Time: The assessment has computed the effect of COVID-19 on the economy 
under three periods. 

o Short term (6 months): This reflects on the immediate effect of COVID-19 
to the economy where we see the direct effect of the lockdown based on 
the duration; 

o Medium-term (1-2 years): This reflects how the economy and business 
learn to adapt to the new condition and resume the activities. 

o Long term (2 years+): This reflects on the environment (local and global) 
in which the businesses will need to operate etc. 

 Scenario: The assessment of effect based on time has been evaluated using three 
scenarios: 

o Best case (3 months): The outbreak is contained quickly and economic 
activities back in action with strong stimulus from the government and 
support from the bilateral and multilateral agencies. 

o Moderate case (6 months): The outbreak lasts longer - economic 
activities begin partially under high precaution, inadequate government 
stimulus, and delay in support from the bilateral and multilateral 
agencies. 

o Recovery case (More than 6 months): The outbreak is protracted, 
precautionary, and restrictive policies in place, limited economic 
activities, delay in government stimulus, and inadequate support from 
the bilateral and multilateral agencies. 

The methodology adopted for the rapid study includes: Desk review, online stakeholder consultations, 
and telephonic interviews and analysis of the effect on the economy. 
 

a. Desk review: We collected, organized, and synthesized both primary and secondary 
information available from various internal and external sources. The exercise helped us to 
understand the country context including the provincial context, and identify key themes, 
gaps, and opportunities. Key internal sources of information for the study were Nepal Rastra 
Bank, Ministry of Finance, Central Bureau of Statistics, in Gandaki Province-Ministry of 



4 
 

Economic Affairs and Planning, Provincial Policy and Planning Commission, Office of the Chief 
Minister and Council of Ministers amongst others. In terms of external sources, various 
information was derived from multilateral and international organizations such as World 
Bank, International Monetary Fund, UNDP, Asian Development Bank amongst others. 
 

b. Online stakeholder consultations and telephonic interviews: Contrary to the initial plan of 
conducting a field visit and carrying out various stakeholder consultations and key personnel 
interviews from affected sectors of the province’s economy, the extended nationwide 
lockdown limited the plan to be carried out via online meeting platforms and telephonic 
interviews. Two consultative meetings were conducted with team members from the 
Provincial Policy and Planning Commission chaired by Vice-chairman along with team 
members of UNDP Nepal. Similarly, a consultative meeting was conducted with the Institute 
of Integrated Development Studies (IIIDS) team who has recently carried out a ‘Rapid 
assessment of Socio-Economic Impact of COVID-19 in Nepal’. Likewise, more than 20 business 
persons representing various key affected sectors of the province were interviewed based on 
the discussion guide (Available in Annexure 8.2) developed for the study to understand the 
ground challenges and learn about their recommendations to deal with the crisis.   
 

c. Analysis of the effects on economy: The assessment of both the National and Provincial GDP 
has been carried out by assessing the three Post COVID-19 scenarios using a two-pronged 
approach - time and scenario. 
 

 
 
 
 
 
 
 
 
 

 
The methodology to prepare estimates of the effect of COVID-19 follows the System of 
National Accounts (SNA 2008). Major estimation works were done based on the production 
approach i.e. to derive gross value added (GVA) by deducting intermediate consumption (IC) 
from the gross output (GO). And, GDP at the province or national level is simply an aggregate 
of GVA of industrial sectors. Usually, GDP at constant prices is used to calculate the real growth 
rate of GDP/GVA as it does not contain the effect of price change. Further, GDP at basic price 
indicates volume or growth without taxes, whereas, GDP at producer’s prices includes taxes 
on products and hence, reflects almost the value of the market price. 
 
To prepare a new series of estimates of post-COVID-19 GDP by industrial classification, efforts 
have been laid to collect and compile data from different sources. Online research and 
consultations have provided a basis to prepare indicators of the new scenario. Updated data 
on agricultural production, indicators of manufacturing production, tourist arrival by months 
have been provided by the Ministry of Agriculture and Livestock Development (MOALD), CBS, 
and Department of Immigration (DoI) respectively. Information on Whole Sale Price Index 
(WPI), Consumer Price Index   (CPI), remittance flow, international trade, and government 

Scenario 1:  Best Case Scenario 2:  Moderate 
Case 

Scenario 3: Recovery 

The outbreak is contained 
quickly and economic 
activities back in action 
with strong stimulus from 
the government and 
support from the bilateral 
and multilateral agencies. 
 
This is in line with the 
projections made by CBS 

The outbreak lasts longer 
- economic activities 
begin partially under high 
precaution, inadequate 
government stimulus.  

The outbreak is protracted, 
precautionary, and 
restrictive policies in place, 
economic activities begin, 
government stimulus and 
support from the 
government, multilateral, 
and bilateral. 



5 
 

expenditure and revenue of the nine months of the current fiscal year are available from Nepal 
Rastra Bank (NRB). To get an impression of the current trend, Federation of Nepalese Chamber 
of Commerce and Industries (FNCCI) in Kathmandu, Birgunj, and Biratnagar have been 
contacted. Udaypur Cement factory, Association of Bricks Producers of Nepal also provided 
the situation of production and supply activities.   
 

4 Limitations of the Study 
Due to the extended lockdown and travel restrictions, the planned in-person stakeholder 
consultations and interviews were unable to be carried out. Thus, such activities have been carried 
out by using online/virtual and telephonic interviews, which has its benefits and limitations. Further, 
the extended lockdown did not allow us to carry key stakeholder consultation and dissemination 
workshops; this would have been vital for the effectiveness of the study. Further, due to time 
limitations, the study could have been affected to delve into issues in depth. Lastly, the unavailability 
of recent data and figures along with proper data structure for the province has also affected the study 
findings. 
 
5 Effect of COVID-19 on the Global Economy 
The magnitude of the fallout induced by the COVID-19 pandemic on the economic front is huge and 
pervasive. The COVID-19 crisis is now perceived as the greatest economic calamity since the Great 
Depression. While in January, the IMF had anticipated a 3% global growth, it is now forecasted to fall 
3% indicating a much worse scenario than during the Great Recession of 2008/09. If these statistics 
and past pandemics are to be taken as a model, then a far profound impact on the poorer, vulnerable, 
and marginalized sections of the society can be forecasted, which will ultimately worsen the already 
existing inequality.12 
 
Owing to the economic slowdown and travel restrictions worldwide, the global economy is 
predicted to undergo enormous losses to the global Gross Domestic Product (GDP). According to the 
Updated Assessment of the Potential Economic Impact of COVID-19 released by the Asian 
Development Bank (ADB), the global economic losses can range between USD 5.8 trillion and USD 8.8 
trillion, equivalent to 6.4% to 9.7% of the global GDP, excluding the impact of policy measures.13 More 
specifically, the economic losses in Asia and the Pacific alone could range from USD 1.7 trillion (under 
short containment scenario of 3 months) to USD 2.5 trillion (under a long containment scenario of 6 
months), contributing to about 30% of overall global output slump. On the other hand, the People’s 
Republic of China (PRC) could undergo losses between USD 1.1 trillion and USD 1.6 trillion. Overall, 
the estimates indicate that the global cost could range from USD 2 trillion to USD 4.1 trillion.14 
 
The COVID-19 pandemic has severely affected all sectors of the economies across the world. 
Although initially, the aviation industry and tourism industry were hit hard by the pandemic due to 
the shutdown of businesses and travel restrictions, the effect on other sectors also caught up rapidly.15 
Many other sectors such as the health sector, financial markets, sports industry, event industry, 
education, and others have been stern. The global business travel sector is expected to lose USD 820 
billion in revenue. Similarly, with cancellations of hotel bookings worth billions of dollars, the hotel 
                                                            
12“Furceri, Davide; Loungani, Prakash and Ostry, Jonathan. “How Pandemic Leave the Poor Even Farther Behind”, 
International Monetary Fund (IMF), 11 May 2020. Retrieved from- https://blogs.imf.org/2020/05/11/how-pandemics-
leave-the-poor-even-farther-behind/ 
13“An Updated Assessment of the Economic Impact fo COVID-19”, ADB Briefs, No. 133, May 2020. Retrieved from- 
https://www.adb.org/sites/default/files/publication/604206/adb-brief-133-updated-economic-impact-covid-19.pdf 
14“COVID-19 Economic Impact Could Reach $8.8 trillion Globally- New ADB Report”, Asian Development Bank, 15 May 
2020. Retrieved from-https://www.adb.org/news/covid-19-economic-impact-could-reach-8-8-trillion-globally-new-adb-
report 
15“An Updated Assessment of the Economic Impact fo COVID-19”, ADB Briefs, No. 133, May 2020. Retrieved from- 
https://www.adb.org/sites/default/files/publication/604206/adb-brief-133-updated-economic-impact-covid-19.pdf 
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industry will need to seek out USD 150 billion bailouts, which is worse than the 9/11 and 2008 
recessions combined. Further, the pandemic also worsened the situation of oil prices through the 
reduction in demand for oil, leading to a significant shortfall in oil revenue to oil-dependent countries. 
The spillover effects of these disruptions, prolonged lockdown days, policy responses to the COVID-
19 pandemic are going to be faced for an even longer-term.16 
 
The initial perception that the COVID-19 would be limited within China only has been turned upside 
down. A health-related humanitarian crisis has led the world to suffer on an economic front, and 
bear the results of stifled economic activities in two major ways. The massive spread of the virus has, 
firstly encouraged social distancing, further leading to a range of disruptions in the operation of 
businesses across the world, causing the shutdown of all kinds of businesses. Secondly, the uncertainty 
about the catastrophic losses that could be posed by the virus, has led to flight to safety in 
consumption and investment among consumers, investors, and international trade partners.17 
 
The socio-economic effect of the COVID-19 pandemic has been inching deeper worldwide. Given 
this, the Chinese President Xi Jinping had expressed his willingness at the World Health Organization 
(WHO) meeting to provide USD 2 billion over two years to support other countries respond to the 
pandemic, as well as to help with the economic and social development in affected countries. Further, 
he also officially announced to make the vaccine a global public good when it will be available. 
Currently, many Chinese companies are at the forefront of developing and testing the COVID-19 
vaccine.18 
 
A vaccine will most definitely be the ultimate cure against the COVID-19. However, as definite and 
simple as it sounds, the production of vaccines is a complex task. Currently, the Coalition of Epidemic 
Preparedness Innovations (CEPI) has pledged USD 2 billion to develop a vaccine candidate. As of April 
2020, 79 projects from companies and academic institutes are underway to find a vaccine. According 
to CEPI, out of the 79 projects, 74 are in the exploratory or pre-clinical stage of production. All of these 
and understanding the anatomy of the SARS-CoV-2 (a virus that causes COVID-19) is essential during 
the exploratory stage of vaccine production. With these, the race to develop a vaccine has already 
started.19 However, experts and officials of the COVID-19 task force estimate that developing a vaccine 
could take at least 12 to 18 months.20 There are certain processes and steps during each stage of 
vaccine development which cannot be cut out. The stark reality is that the global vaccine research and 
development efforts are unprecedented in terms of scale and speed.  
 
The health crisis and economic crisis induced by COVID-19 are engulfing the world as reported by 
UNDP. Given this, countries should be proactive in coordinating within their respective government 
structures, as well as coordinating globally to optimize the response. The optimal public health 
response to the COVID-19 pandemic is setting in motion a globally synchronized economic recession 
so that the global growth is not disrupted. Alongside this, the policy response will determine the 
human toll of the virus; the length and severity of the downturn; and economic, social, and 

                                                            
16Ozli, Peterson and Arun, Thankom, “Spillover of COVID-19: Impact on the Global Economy”, April 2020. Retrieved from-
https://www.researchgate.net/publication/340236487_Spillover_of_COVID-19_impact_on_the_Global_Economy 
17Ozli, Peterson and Arun, Thankom, “Spillover of COVID-19: Impact on the Global Economy”, April 2020. Retrieved from- 
https://www.researchgate.net/publication/340236487_Spillover_of_COVID-19_impact_on_the_Global_Economy 
18“China’s Xi pledges $2 billion to help fight COVID-19”, CNBC, 18 May 2020. Retrieved from- 
https://www.cnbc.com/2020/05/18/chinas-xi-pledges-2-billion-to-help-fight-COVID-19-at-who-meeting.html 
19“COVID-19 Vaccine: Recent Technologies and Approaches”, Clinic One, accessed on 19 May 2020. Retrieved from-
https://www.clinicone.com.np/covid-19-vaccine-COVID-19/ 
20Thompson, Stuart. “How long will a vaccine really take?”, The New York Times, 30 April 2020. Retrieved from- 
https://www.nytimes.com/interactive/2020/04/30/opinion/COVID-19-covid-vaccine.html 



7 
 

environmental progress towards (or regression away from) attaining the Sustainable Development 
Goals (SDGs), placing a large responsibility on policymakers.21 
 
Measures are needed to alleviate the crisis and build a sustainable strategy for the post-pandemic 
world. As the countries across the world will eventually start easing restrictions, it is important to 
identify how to emerge in the new-formed world. For this, the response strategy for each business 
will differ depending on the type of business, the amount of casualty faced, and what the recovery 
plan needs to address. The past economic shutdowns and recessions have provided lessons which 
suggest that democratic institutions and more market-based economies are better positioned to 
address and withstand crises, whereas, for less developed countries, the crisis will hit the hardest on 
their already serious issues such as that of debt, governance, corruption, and unemployment.22 
Nonetheless, the major strategies should be to reorient cost structures and figure out ways to bolster 
productivity, focus on digital transformation to create a digital enterprise, search for new revenue 
streams where the deployed workforce is prepared, and strengthen capital efficiency.23 
 
6 Effect of COVID-19 on Nepal’s Economy 
6.1 Macroeconomic Effect 
With increased uncertainty, economic growth amidst the unprecedented pandemic looks grim. 
Against a backdrop of a healthy annual economic growth rate of 7.3% in the past three years,24 the 
CBS has revised the economic growth estimates for the current Fiscal Year (FY) 2076/77. The economy 
is expected to grow by only 2.27% (at basic price), contrary to an earlier projection of 8.5% growth. 
Nonetheless, these estimates are based on a more positive assumption that apart from hotels, 
restaurants, and international transportation, other key sectors of the economy will gradually return 
to normality from Jestha (mid-May) onwards which is a less likely equation. The gap between the pre-
COVID-19 economic projection and the recently re-forecasted estimates by CBS is assumed to 
translate into the loss of nominal GDP by approximately NPR 168 billion. 
 
Table 1 Macroeconomic indicator for FY 2019/2020 

Agencies FY 2019/2020 
Previous Estimation Current 

Estimation 
Government of Nepal 8.5% 2.3% 
International Monetary Fund (IMF) 6% 2.50% 
World Bank 6.40% 1.5 to 2.8% 
Asian Development Bank (ADB) 6.30% 2.3% 

Source: CBS, IMF, WB, and ADB 
 
According to the South Asia Economic Focus, World Bank, Nepal’s growth rate is expected to fall to a 
range between 1.5 and 2.8% in the FY 2020 reflecting lower remittances, trade, and tourism, and 
broader disruptions caused by the COVID-19 outbreak. Likewise, the economic growth in FY 2021 is 
also likely to remain subdued due to the lingering effects of the pandemic with some recovery 
                                                            
21“The Social and Economic Impact of COVID-19 in the Asia-Pacific Region”, UNDP, April 2020. Retrieved from- 
https://www.undp.org/content/dam/undp/library/km-qap/UNDP-RBAP-Position-Note-Social-Economic-Impact-of-COVID-
19-in-Asia-Pacific-2020.pdf 
22Wilson, Andrew. “Six essential themes for an economic recovery roadmap”, Diplomatic Courier, 27 April 2020. Retrieved 
from- https://www.diplomaticourier.com/posts/six-essential-themes-for-an-economic-recovery-roadmap 
23“Beyond COVID-19: Five key strategic priorities for a post-crisis world”, PWC, accessed on 19 May 2020. Retrieved from- 
https://www.pwc.com/gx/en/industries/financial-services/publications/beyond-covid-19.html 
24Current Macroeconomic and Financial Situation, First 9 months, FY 2019/2020, 
https://www.nrb.org.np/contents/uploads/2020/05/Current-Macroeconomic-and-Financial-Situation-English-Based-on-
Nine-Months-Data-of-2019.20.-1.pdf 
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expected in FY 2020.25 In terms of ADB, it has revised the growth prospects owing to COVID-19, fall in 
remittances, lower agriculture yield, lower service growth, and lower industrial output due to supply 
disruption with reduced domestic demand. On a positive note, ADB envisages the economic growth 
rate of 6.4% in FY 2021, assuming a quick end of the pandemic, swift recovery from the disease, and 
a normal monsoon. 
 
The pandemic has severely affected key sectors of the economy affecting both output and 
employment. Accommodation and food; arts, entertainment, and recreation; and transport and 
storage are the highly affected sectors of the economy. These three sectors collectively account for 
7.8% of the national GDP and employ 10.2% of the total employed population.26Amongst these three 
sectors, accommodation and food (hotels and restaurants) sector are expected to witness a negative 
growth of -16.3% during the current fiscal year. 
 
The other four sectors, namely; manufacturing; construction; wholesale and retail trade; and 
agriculture, forestry & fishing, have been moderately affected by the current crisis. Nonetheless, on a 
positive side, these sectors output can expect to pick up once normal operation resumes. These 
sectors collectively account for 53.3% of GDP and employ 68% of the total employment. 
 
Table 2 Analysis of effects on various sectors of the economy 

Economic Sectors 
 

 
Overall 
Effect 

Criteria27 
Output 
Growth 

(in%, 
2020)28 

Nature of 
Shocks 

Effect on 
economic 

output 

Effect on 
employment 

Effect on 
foreign 

exchange 

Accommodation and 
Food (hotels and 
restaurants) 

-16.3 High External 
Shock  & 
Demand 
Shock 

High High High 

Transport, storage & 
communication 

-2.27 High External 
Shock  & 
Demand 
Shock 

High High High 

Arts, Entertainment 
and Recreation 

NA High Demand 
Shocks 

High  High Low 

Agriculture-Dairy, 
Vegetable &Poultry, 
Forestry & Fishing 

2.48 Medium Demand 
Shocks & 
Supply 
Shocks 

Medium Medium Low 

Manufacturing -2.27 Medium Supply 
Shocks 

Medium Medium Low 

Construction -0.31 Medium Supply 
Shocks 

Medium Medium Low 

                                                            
25“Nepal must ramp up Covid-19 action to protect its people, Revive economy”, The World Bank, 12 April 2020. Retrieved 
from- https://www.worldbank.org/en/news/press-release/2020/04/11/nepal-must-ramp-up-covid-19-action-to-protect-
its-people-revive-economy 
26“Rapid Assessment of Socio-Economic Impact of Covid-19 in Nepal”, Institute for Integrated Development Studies (IIDS), 
2020. 
27Four criteria of risk have been considered to understand the effect of the pandemic on various sectors of the economy 
namely; a. nature of shocks; b. impact on economic output; c. effect on employment and d. effect on foreign exchange 
(FOREX) reserves. 
28Central Bureau of Statistics, 2020 
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Wholesale and Retail 
Trade; repairs of 
motor vehicle and 
motorcycles 

2.11 Medium Demand 
Shocks & 
Supply 
Shocks 

Medium Medium Low 
(positive) 

Source: Socio-economic impact of Covid-19 in Nepal, IIDS, May 2020 and CBS 2020 
 
Fall in remittance income likely to affect consumption, savings, and undermines external stability. 
Remittance income accounted for 28% of national GDP in 2018, making Nepal the highest recipient of 
remittances among South Asian countries.29 Remittance income is one of the key sources of earning 
for Nepal. However, CBS has estimated that the share of Nepal’s remittance to its GDP will likely face 
a downfall to 19.01% in the current fiscal year. Likewise, according to the World Bank estimates, the 
remittance inflow is Nepal is expected to drop by 14% in 2020 and is further likely to be subdued till 
2021. Along the same lines, a study carried out by the IIDS suggests that the fall in remittances is likely 
to range between 15-20%.30 Based on the data of nine months of the current fiscal year, workers’ 
remittances inflows have declined by 4% to reach at NPR 626.90 billion in the review period in 
comparison to the 20.9% surge during the corresponding period of the previous FY 2018/19. Further, 
owing to the lockdown order since 24 March 2020, the effect of COVID on remittance inflow has been 
a drastic 56.4% decrease from NPR 79.2 billion to NPR 34.5 billion received during mid-March and mid-
April respectively.31 
 
As per Nepal Living Standard Survey, 2011, out of every three households in the Terai region, two 
households receive remittances; while out of every two households in the Hills and Mountain region, 
one household receives remittance. As almost 80.8% of the households receiving remittances is 
dependent on meeting their expenditure via remittance receivables, the sharp fall in remittances is 
likely to affect both national consumption and savings.32 As per the latest figures, in FY 2019/20 the 
national savings to GDP is expected to be 18.1% from earlier 18.9%. 
 
Supply disruptions likely to deepen further. There have been severe supply disruptions due to the 
pandemic and the ongoing lockdown. All travels (including by land and by air) have been shut, except 
those related to essential goods and services. However, immobile labor and disruption of raw material 
imports, due to the restriction of movements, have made it difficult for all industries to function. 
 
Table 3 Total import and export figures (Amount in million NPR) 

 Monthly average of 8 months 
(From mid-July to mid-March of 
FY 2019/20)  

Monthly total after the lockdown 
(From mid-March to mid-April of 
FY 2019/20)  

% Change 

Imports 115,530.3 58,292.2 - 49.5% 
Exports 9,363.5 3,910.8 - 58.2% 

Source: Nepal Rastra Bank 
 
As per the Central Bank’s data, as shown in the table above, both imports and exports have gone 
significantly down after the implementation of the lockdown. To combat these issues, the cabinet on 

                                                            
29“Migration and Remittances: Recent Developments and Outlook”, World Bank Group, April 8 2019. Retrieved from- 
https://www.knomad.org/sites/default/files/2019-04/Migrationanddevelopmentbrief31.pdf 
30“Rapid Assessment of Socio-Economic Impact of Covid-19 in Nepal”, Institute for Integrated Development Studies (IIDS), 
2020. 
31Current Macroeconomic and Financial Situation Report”, Nepal Rastra Bank, 17 May 2020. Retrieved from- 
https://www.nrb.org.np/contents/uploads/2020/05/Current-Macroeconomic-and-Financial-Situation-English-Based-on-
Nine-Months-Data-of-2019.20.-1.pdf 
32Savings and Investment trend of remittance receiving households, Study paper, Nepal Rastra Bank, Ashoj 2073. 
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May 6 decided to allow 44 sectors to resume their operations by following strict health protocols.33 
But due to the massive spread of the COVID-19 ever since, reopening has again been surrounded by 
uncertainties, hinting to further disruption in the supply chains. 
 
The fiscal deficit is likely to be 7.2% of GDP in 2020. The fiscal need to effectively respond to the 
COVID-19 effect and support the economic recovery for Nepal amounts to 3.9% of GDP (USD 1.3 
billion) in this and the next fiscal year. The fiscal deficit is estimated to reach 7.2% of GDP in FY 
2019/20, higher by 2.7% points than the pre-COVID-19 projection. As a result, the net fiscal financing 
need is estimated to be around 2.6% of GDP in the short term.34 
 
The unemployment rate to go up as the majority of the workforce is employed in the informal 
sector. Nepal’s unemployment rate was estimated at 11.4%, according to the Nepal Labor Force 
Survey (NFLS) 2018/19. Moreover, the labor underutilization rate, which includes unemployed, time-
related unemployed, and potential labor force, was estimated even higher at 39.3%. According to ILO, 
between 1.6 million and 2 million jobs are likely to be disrupted in Nepal in the current crisis, either 
with complete job loss or reduced working hours and wages.35 Every year almost 500,000 new laborers 
enter the labor market, and there is a huge gap between demand and supply.36 
 
The effect of the pandemic will impact low-income people more severely in Nepal, especially informal 
workers. Over 62% of the employed workforce is in the informal sector and about 85% of them are 
employed informally.37 This means they do not have paid annual leave, sick leave benefits, and whose 
employers do not contribute to their social security. Further, due to such nature of employment, there 
are enormous challenges to provide relief packages by the government. 
 
Early estimates project more than 1 % of the population to be dragged below the poverty line, 
thereby pushing Nepal behind in attainment of the Sustainable Development Goals (SDGs). About 
18.7% of the population was below the poverty line before the pandemic.38 Moreover, about 31.2% 
of the population is estimated to live between USD 1.9 and USD 3.2 a day.39 The COVID-19 pandemic 
is likely to push a large proportion of Nepalis towards poverty due to the prolonged shutdown of the 
economy. According to early estimates amidst uncertainty, Nepal’s poverty is expected to fall by 
another 1 %.40 As per the latest economic survey, the current poverty rate is 16.67%.41 Hence, it can 
impair Nepal’s target to graduate to a developing country by 2020 and attain its SDGs. 
 
During the earthquake of 2015, at least 700,000 people were estimated to have fallen back into 
poverty in just central Nepal.42 Poverty will increase mainly due to the decline in remittance, foregone 

                                                            
33Xinhua. “Nepali industrialists seek restoration of supply chain after gov’t relaxes lockdown.” 08 May, 2020. Retrieved 
from Xinhua: http://www.xinhuanet.com/english/2020-05/08/c_139038898.htm 
34“IMF Country Report- Nepal Article IV”, International Monetary Fund, May 2020. Retrieved from- 
https://www.imf.org/en/Publications/CR/Issues/2020/05/11/Nepal-Request-for-Disbursement-Under-the-Rapid-Credit-
Facility-Press-Release-Staff-Report-49404 
35Covid-19 labour market impact in Nepal, ILO, http://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/---ilo-
kathmandu/documents/briefingnote/wcms_745439.pdf 
36“Economic Survey 2019/20”, Ministry of Finance, accessed on 26 May 2020. Retrieved from- 
https://mof.gov.np/uploads/document/file/Economic_Survey_2076-77.pdf 
37“World Bank country overview Nepal”, The World Bank, 2020. Retrieved 
fromhttps://www.worldbank.org/en/country/nepal/overview 
38Central Bureau of Statistics, 2020 
39 “World Bank country overview Nepal”, The World Bank, 2020. Retrieved from- 
https://www.worldbank.org/en/country/nepal/overview 
40 “Poverty to increase by one %”, ekantipur, 4 Jestha 2077. Retrieved from- 
https://ekantipur.com/business/2020/05/17/15896822615283604.html 
41“Economic Survey 2019/20”, Ministry of Finance, accessed on 26 May 2020. Retrieved from- 
https://mof.gov.np/uploads/document/file/Economic_Survey_2076-77.pdf 
42Tiwari (2015). Note on “Poverty impact of the earthquakes in Nepal: Results from preliminary simulations 
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earnings of potential migrants, job losses in the informal sector, stagnation in economic activities, and 
rising prices for essential commodities as a result of COVID-19. 
 
Tourism receipts are projected to decline by 60% in 2020. With worldwide measures in place such as 
restriction in air travel and border closure, the tourism activity is least expected to revive for a 
foreseeable future. The loss of tourism activities could result in a loss of foreign currency worth USD 
400 million.43 World Travel and Tourism Council (WTTC) has projected a 20-30% decline in global 
tourism and Pacific Asia Travel Association (PATA) stated that tourism in South Asia would take a dip 
by around 32% in 2020. The Hotel Association Nepal (HAN) estimates a loss of at least NPR 3 billion, 
while the Restaurant and Bar Association Nepal (REBAN) estimates a revenue loss of at least NPR 2.6 
billion during the lockdown in the respective industries.44 In this regard, Hotel Association Nepal (HAN) 
has decided to close its operation until mid-November, 2020. 
 
Amidst the crisis, federal government policies and programs focus on healthcare, education, 
employment, and economic revival. The policy and programs introduced amid the COVID-19 
pandemic have prioritized to make Nepal a “COVID-19 pandemic free nation”. Besides this, the plan 
mentions that the nation’s priority is health, education, employment, and economic revival. While a 
restructuring of the health sector is talked about to strengthen it, the government plans to announce 
a fully literate Nepal in the coming fiscal year. The government also plans to manage employment for 
all Nepalis inside Nepal and also for the migrant workers who will be returning amidst the pandemic. 
For this, the government has mentioned making agriculture and agricultural entrepreneurship 
business as the main area of employment. Thus, to modernize the agriculture sector, the policy  has 
given higher priority. Furthermore, infrastructural development is also given the highest priority. 
Nevertheless, the government plans to keep at least a minimal level of activity going in all sectors, 
including all national pride projects.  
 
6.2 Assessment of the Effect on Economy under Various Scenarios 
Before the pandemic, Nepal’s GDP growth averaged 7.3% during FY 2017-2019. The GDP growth 
accelerated from 6.7% in FY 2018 to 7.1% in FY 2019 which can be attributed to post-earthquake 
reconstruction, steady flow of remittance, higher agriculture productivity, and improved supply of 
electricity. The CBS report of FY 2018/19 indicates that the initial projected growth rate was around 
8.5% which was revised down to 6.99% during the actual period.  
 
Table 4 Annual growth rate of national GDP by economic activities including projections post COVID-
19  

Industrial Classification 2075/76 2076/77 
(Pre 
COVID-
19) 

2076/77 
(Post 

COVID-
19) 

 
Scenario 

1 

2076/77  
(Post 

COVID-
19) 

Scenario 
2 

2018/19 2019/20 2019/20 2019/20 

1 Agriculture and forestry 2.72% 5.05% 2.48% 1.37% 

2 Fishing 7.42% 5.60% 7.17% 2.17% 
3 Mining and quarrying 8.88% 8.91% -0.69% -0.69% 

                                                            
43 “Rapid Assessment of Socio-Economic Impact of Covid-19 in Nepal”, Institute for Integrated Development Studies (IIDS), 
2020. 
44 Ibid [43[] 
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4 Manufacturing 9.17% 6.82% -2.27% -6.50% 
5 Electricity gas and water 9.64% 9.15% 28.75% 19.00% 
6 Construction 10.02% 8.05% -0.31% -7.43% 
7 Wholesale and retail trade 12.54% 11.06% 2.11% -3.30% 
8 Hotels and restaurants 9.77% 7.33% -16.30% -21.63% 
9 Transport, storage and communications 4.65% 5.90% -2.45% -9.60% 

10 Financial intermediation 6.38% 6.18% 5.15% 4.15% 
11 Real estate, renting and business activities 5.24% 6.12% 3.25% 3.00% 
12 Public administration and defense 5.07% 5.54% 6.91% 6.91% 
13 Education 5.02% 5.11% 4.88% 4.88% 
14 Health and social work 6.33% 6.75% 7.07% 7.07% 
15 Other community, social and personal service 5.54% 5.73% 4.70% 2.50% 

 Gross Domestic Product  (GDP) at basic prices 6.35% 6.75% 2.27% -0.94% 
Gross Domestic Product (GDP) 6.70% 6.99% 2.28% -0.60% 

Source: CBS and Author’s calculations based on CBS data 
 
Post COVID-19 Scenario 1: The CBS has published preliminary estimates of GDP and other macro-
economic aggregates of the current FY 2076/77 (2019-20) in April 2020 indicating GDP growth rate of 
2.28% at the basic price as indicated in Table 5 above. The estimate underlies an assumption that 
economic activities would resume normally from the month of Jestha 2077 (14 May 2020).  
 
Post COVID-19 Scenario 2: Restrictions in movement due to the deteriorating situation have been 
extended and most of the economic activities are halted or affected severely. Therefore, an estimate 
with a new scenario of COVID-19 effect based on the ground reality is deemed necessary to provide 
an updated estimate that would be helpful to formulate policies and programs to rescue the economy.  
A revised GDP growth rate under Scenario 2 has been prepared with updated data, indexes, and 
impressions from all possible sources, including the recent fiscal budget for FY 2020/21. Under 
scenario 2 estimates, the national GDP may further shrink and the growth rate may go down by 
negative 0.94% at the basic price and by 0.60% at producer’s prices. The government had revised both 
revenue and expenditure in the mid fiscal year by around 10%.   
 
The comparison of Gross Value Added by Industrial Division at current prices is provided in Table 6 
below and highlighted below: 

 The estimated volume of GDP under Scenario 2 at basic prices stands at NPR 3,119 billion 
against the expected volume of NPR 3,209 billion in Scenario 1.  

 The volume of GDP at producer’s price stands at NPR 3,678 billion under Scenario 2 against 
the expected 3,767 billion in Scenario 1. 

 The volume of loss in terms of GDP at producer’s price stands at NPR 306 billion under 
Scenario 2 and 217 billion in Scenario 1. 

 Thus, the loss of GDP at producers’ price is estimated to be NPR 306 billion (which is 8% below 
the expected GDP) under Scenario 2 against NPR 217 billion (which is 5% below the expected 
GDP) in Scenario 1.  

 The loss in the agriculture sector stood at approximately NPR 88 billion which is around 17% 
of the total loss. 

 Hotels and restaurants, trade, transport, and the manufacturing sector are among the hard 
hit of the non-agriculture sectors.  

 Tourism which is one of the key sectors of the economy has been hit the hardest and is cross-
cutting across multiple sectors assessed as per the classification done by CBS. 
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 The government also is expected to lose around NPR 88 billion as taxable income. 
 
Table 5 Gross Value Added (GVA) by industrial division at current prices (in NPR millions) 

  Industrial 
Classification  

2075/76 2076/77 
(F) 
 (Pre- 
COVID-19) 

2076/77 
Post COVID-19 
 
 Scenario 1 

2076/77  
Post COVID-19 
 
Scenario 2 

Gross 
Value 
Added 

Gross 
Value 
Added 

Gross 
Value 
Added 

Loss of 
GVA 

Gross 
Value 
Added 

Loss of 
GVA 

1 Agriculture and 
forestry 

822,686 942,031 906,754 35,277 896,891 45,140 

2 Fishing 16,275 19,679 18,942 737 18,059 1,621 
3 Mining and quarrying 18,504 19,099 18,384 715 18,384 715 
4 Manufacturing 172,392 179,075 170,444 8,631 163,062 16,014 
5 Electricity gas and 

water 
36,600 48,889 47,058 1,831 43,495 5,394 

6 Construction 232,374 251,412 241,997 9,415 224,716 26,696 
7 Wholesale and retail 

trade 
438,135 483,304 465,205 18,099 440,561 42,743 

8 Hotels and 
restaurants 

56,268 57,948 47,115 10,833 44,113 13,835 

9 Transport, storage 
and communications 

220,023 227,412 215,046 12,366 199,279 28,133 

10 Financial 
intermediation 

193,469 225,336 221,710 3,626 219,602 5,734 

11 Real estate, renting 
and business 
activities 

353,077 405,318 396,877 8,440 395,897 9,420 

12 Public administration 
and defense 

83,064 110,206 106,079 4,127 106,079 4,127 

13 Education 215,821 263,696 256,709 6,987 256,709 6,987 
14 Health and social 

work 
51,003 64,810 62,383 2,427 62,383 2,427 

15 Other community, 
social, personal 
services  

139,768 180,303 173,552 6,752 169,897 10,406 

Gross Domestic Product 
(GDP) at basic prices 

2,920,974 3,338,667 3,208,519 130,148 3,119,39
0 

217,93
2 

Gross Domestic Product 
(GDP) 

3,458,792 3,984,049 3,767,043 217,005 3,677,91
4 

306,13
4 

F= Forecasted with a growth rate of 6.99% 
Source: CBS and Author’s calculations based on CBS data 

  

   
 
6.2.1 Performance of Industrial Sectors of GDP under COVID-19 Scenario 
Agriculture and forestry 
Ministry of Agriculture and Livestock Development has provided preliminary figures of agricultural and 
livestock production for the current year 2076/77. Paddy production that carries weight around 21% 
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of the agricultural sector is estimated to be down by around 1.1% in the current year. However, other 
cereals crop productions such as maize, wheat, millet have been estimated to increase. Altogether, 
cereal production is expected to increase by 2.94%. But, the production of vegetables has been 
affected and estimated to be down by 0.59%. Fruit production is expected to increase by 2.84%. But, 
the Livestock sector (meat, milk, egg, etc.) is also hit by the current situation and is estimated to be 
negative by 1.22%. Thus, the value-added originated in the agricultural sector is expected to grow by 
1.37% in the current year as shown in Table 5 above. The GVA of the fishery is estimated to grow by 
2.18%.  
 
Mining, quarrying and manufacturing  
The manufacturing sector is one of the hard-hit-sector of the economy which is estimated to be down 
by 6.50% in the current year. The only manufacturing activity that indicates positive growth are the 
manufacturing of grain mill production, pharmaceuticals, and vegetable oils, etc. Production of 
construction materials such as bricks, cement, iron products is declined. Animal feed, beverages, and 
processed milk have also experienced a decline in the current year. Production of all kinds of yarn has 
gone down too. Altogether, the value-added of the manufacturing sector estimated to go down by 
6.50% in the current year. The mining and quarrying sector is expected to decline by 0.69% negative.  
 
Electricity, gas and water 
Electricity, gas and water are expected to grow positively by 19.0% this year which is higher than the 
previous year owing mainly to the increase in production and domestic consumption. Industrial 
consumption is expected to grow positively though it was less in the last quarter of the current year.  
 
Construction  
To assess the growth of GVA originating in the construction sector, both supply and demand side of 
the construction materials have been examined. The supply of construction materials such as cement, 
bricks, concrete was marginally increased before the emergence of COVID-19 in Nepal. However, the 
production of those materials, after the lockdown was imposed, have almost been halted from 24 
March 2020. It is expected that the production of cement and bricks will go down by around 20% this 
year as compared to the last year. Also, the manufacturing of iron rods, pipes, and hollow profiles is 
expected to decline by 11%. Imports of materials used in construction activities have also declined this 
year.  The import of vehicles according to customs data has declined this year. On the other hand, the 
capital expenditure of the government is not encouraging in the current year. The progress of the 
construction projects of national pride is running slow. Also, private housing construction of 
earthquake affected units is almost over according to National Reconstruction Authority. As a result, 
GVA originating in the construction sector is expected to be negative by 7.43%. 
 
Wholesale and retail trade activities 
The volume of trade depends upon the level of domestic output and the volume of external trade. In 
the context of the current year, the output of agricultural and manufacturing activities as compared 
to the last year has declined and so is the volume of imports. With the prolonging lockdown, trading 
activities have further been severely affected.  With the increase of the agricultural production merely 
by 1.37%, a negative growth of the manufacturing activities (-6.50%) and also of the external trade 
bring down the GVA of the sector to negative 3.3% as compared to the last year.  
 
Hotels and restaurant 
The transaction of hotel and restaurant depends upon the expenditure of household and international 
tourists as well. Because of the lockdown, all hotels and restaurants are closed. Also, the slowing down 
of the remittance income of the household has resulted in a shrink of transactions of hotels and 
restaurants. As per the immigration record, the number of tourist arrival has declined by 34% in the 
current year. Altogether, the growth of the sector is estimated to be negative by 21.63%.  
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Transportation, storage, and communication  
Restrictions in the movement since 24 March 2020 has halted almost all of the land transport and air 
transport of the country. Additionally, along with halted transportation sector and its decelerating 
value for the province’s economy, storage and communication sector are also expected to contract. 
The import of vehicles as per the custom data has also declined this year. All tourist-based activities 
such as travel, trekking, etc. have been severely affected as well. All transport vehicles except those 
engaged in transporting essential goods have already been halted for 70 days. Altogether, the sector 
in terms of value-added is expected to go down by around 9.60%.   
 
Financial intermediation, real estate, renting and business activities 
The finance sector may experience marginal growth. For instance, 4.15% growth this year against 
5.15% previous year. Real estate renting and business services are expected to grow positively by 
3.0%. 
 
Public administration and defense, education, health and other community, social and personal 
service activities 
Value-added of the services of these sectors, for instance, services of government employees, 
teachers, health personnel, and the employees of the Non-Profit Institutions Serving Households 
(NPISHs) are measured in terms of wages and salaries, benefits and current expenses required to 
produce services. The changes in GVA in these sectors depend upon the changes in the number of 
employees and wage index. Salaries of the government employees were scaled up in the current year 
and it was the same in other sectors as well. Thus, the GVA of sectors such as public administration, 
education, health, and other personal services are expected to increase by 6.9, 4.9, 7.1, and 2.5% 
respectively in the current year. 
 
Table 6 Economic growth rate of national GDP under various scenarios including 
earthquake/blockade 

  Industrial Classification Earthquake +  
Blockade 

Post COVID-19 
 Scenario 1 

Post COVID-
19 
Scenario 2 

2072/73 2076/77 2076/77 
2015/16 2019/20 2019/20 

1 Agriculture and forestry 0.01 2.48% 1.37% 
2 Fishing 11.76 7.17% 2.17% 
3 Mining and quarrying (-2.79) -0.69% -0.69% 
4 Manufacturing (-8.00) -2.27% -6.50% 
5 Electricity gas and water (-7.59) 28.75% 19.00% 
6 Construction (-4.36) -0.31% -7.43% 
7 Wholesale and retail trade (-2.16) 2.11% -3.30% 
8 Hotels and restaurants (-9.68) -16.30% -21.63% 
9 Transport, storage and 

communications 
2.02 -2.45% -9.60% 

10 Financial intermediation 8.55 5.15% 4.15% 
11 Real estate, renting and business 

activities 
3.72 3.25% 3.00% 

12 Public administration and defense 2.52 6.91% 6.91% 
13 Education 7.33 4.88% 4.88% 
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14 Health and social work 3.25 7.07% 7.07% 
15 Other community, social and 

personal service activities 
5.55 4.70% 2.50% 

  Gross Domestic Product  (GDP) at 
basic prices 

0.2 2.27% -0.94% 

  Gross Domestic Product (GDP) 0.59 2.28% -0.60% 
 

 
 
Scenario 3: The national economy is likely to grow by 4% next fiscal year 2020/21. Prediction of GDP 
for the abnormal year often becomes difficult as there is no reliable basis. Due to the abnormality of 
the situation, the past trend may not be applicable as every sector of the economy is affected by the 
global pandemic situation. In the present context, government revenue would hardly meet the target. 
Also, grants and external loans if followed by the trend of the current year would hardly suffice to 
finance capital expenditure next year. Assuming that the agricultural sector will grow on an average 
rate and the non-agricultural sector revive steadily, the GDP growth rate would hopefully be around 
4% next year.   
 
7 Effect of COVID-19 in Gandaki Province’s Economy 
7.1 Assessment of Effect on Economy in Province’s GDP 
The growth rate of the GDP of Gandaki Province is estimated to be 2.68% under Scenario 1 and 2.29 
% under Scenario 2 against the expected growth of 6.65% pre-COVID-19. Under Scenario 2, among 
the seven provinces, as shown in Table 7 below, the economic growth rate of Gandaki Province is the 
highest among all the provinces under Scenario 2. More than one-third of the national level loss   
(38.64) has occurred in Bagmati province followed by Province 1 (15.19%) and Province 5 (-13.75%). 
The share of Gandaki province in the national loss is around 9.04% only, which is equivalent to NPR 28 
billion under Scenario 2. On a positive note, these estimated loss values are lowest amongst all the 
provinces. 
 
 
 
 
 
 

Post COVID-19 Scenario 2 Growth Rate vs. Growth rate during Earthquake and Blockade 
 
Nepali economy in the FY 2072/73 (2015/16) was hit by an earthquake followed by an economic 
blockade. Accordingly, many of the agricultural and nonagricultural activities were affected. GDP 
at producer’s price in the FY 2072-73 was down to 0.59% against -0.60% under Scenario 2 (Table 7 
above) in the current year indicating that the effect of COVID-19 has been more than the 
earthquake and blockade. 
 
Industrial sectors such as mining and quarrying, manufacturing, electricity gas and water, 
construction, trade and hotel and restaurant were all down to negative in the FY 2072-73.  All 
sectoral GVA in the current year went down to negative growth except electricity gas and water 
which despite the pandemic effect was encouragingly positive by 19.0% (Table 7 above). If we 
compare the loss % of all three events, we can observe that hotels and restaurant are the most 
effected segments under post COVID-19 scenarios where the loss % of 16.3% and 21.63% for 
scenario1 and scenario 2 respectively. 
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Table 7 Economic loss of GDP by Province 
Province GDP Growth rate (%) GDP Loss (in NPR million) 

  2076/77 
 (Pre COVID-

19, 
Forecasted) 

2076/77 
Post COVID-19 

 Scenario 1 

2076/77  
Post COVID-

19 
Scenario 2 

2076/77 
Post COVID-19 

 Scenario 1 

2076/77  
Post COVID-

19 
Scenario 2 

Province 1 7.40% 3.41% 1.07% 34,320 46,510 
Province 2 8.12% 2.28% 0.72% 29,907 39,949 
Bagmati 6.40% 1.23% (1.27)% 77,784 118,276 
Gandaki 6.65% 2.68% 2.29% 19,313 27,663 
Province 5 6.78% 2.00% (0.50)% 30,768 42,084 
Karnali 8.10% 3.58% 1.62% 9,260 11,508 
Sudur Paschim 6.90% 4.08% 1.25% 15,654 20,145 
Nepal 6.99% 2.28% (0.60)% 217,005 306,134 

 
Table 8 GVA by industrial division 2076/77 at current prices (in NPR millions), Gandaki Province 

S.N. Industrial 
Classification 

2075/76 
2076/77 
(F) (Pre-

COVID-19) 

2076/77 (Post-
COVID-19) 
Scenario 1 

2076/77 (Post-
COVID-19) 
Scenario 2 

Gross 
Value 
Added 

Gross 
Value 
Added 

Gross 
Value 
Added 

Loss of 
GVA 

Gross 
Value 
Added 

Loss of 
GVA 

1 Agriculture and 
forestry 

81,868 92,319 88,862 3,457 87,895 4,424 

2 Fishing 98 119 115 4 109 10 
3 Mining and 

quarrying 
2,268 2,330 2,243 87 2,243 87 

4 Manufacturing 9,206 9,563 9,102 461 8,708 855 
5 Electricity gas 

and water 
8,924 11,366 10,940 426 10,112 1,254 

6 Construction 31,764 33,981 32,709 1,273 30,373 3,608 
7 Wholesale and 

retail trade 
22,667 24,608 23,687 922 22,432 2,176 

8 Hotels and 
restaurants 

9,866 10,161 8,261 1,900 7,735 2,426 

9 Transport, 
storage, 
communications 

16,296 16,843 15,927 916 14,760 2,084 

10 Financial 
intermediation 

14,895 16,749 16,479 269 16,322 426 

11 Real estate, 
renting and 
business  

20,676 23,735 23,241 494 23,183 552 

12 Public 
administration 
and defense 

9,792 12,991 12,505 487 12,505 487 

13 Education 20,921 25,443 24,769 674 24,769 674 



18 
 

14 Health and 
social work 

5,846 7,429 7,151 278 7,151 278 

15 Other 
community, 
social and 
personal service 

17,367 22,404 21,565 839 21,111 1,293 

Total GVA including 
FISIM 

272,455 310,042 297,556 12,486 289,408 20,634 

 Gross Domestic 
Product (GDP) at basic 
price 

262,563 298,818 287,170 11,649 278,650 20,168 

Gross Domestic 
Product (GDP) 

308,910 354,571 335,258 19,313 326,781 27,663 

F= Forecasted with a growth rate of 6.99% 
Scenario 1 CBS growth rate of 2.28% 

 
As indicated in Table 8, pre-COVID-19, Gandaki Province’s GDP was expected to grow to NPR 354.57 
billion at current prices. The key contributors to the province GDP including FISIM were expected to 
be agriculture (29.77%) followed by industry (18.46%), transportation, storage and communications 
(5.43%), and hotels and restaurants (3.28%). 
 
Under Scenario 1, i.e. the best case, Gandaki Province is expected to witness a GDP loss of NPR 19.31 
billion, whereas, under Scenario 2 i.e. the moderate case, the Province’s GDP is expected to witness a 
GDP loss of NPR 27.66 billion. Some of the key industrial sectors of the province which are most 
affected under Scenario 2 are agriculture and forestry sector (loss of GVA of - NPR 4.4 billion). Under 
agriculture, horticulture and poultry activities are hit hard among other agricultural activities. 
Likewise, the hotel restaurant is expected to witness a loss of NPR 2.42 billion. Nonetheless, the 
tourism sector which has been hit hard, as seen in the past, this sector has high chances of fast 
recovery from the domestic tourists as well as regional tourists as for them Pokhara is a prime 
destination. Similarly, the construction sector is expected to lose NPR 3.6 billion under scenario 2 
largely due to inadequate supply of labor, materials and also due to a lower rate of development 
expenditure as compared to the allocated budget. 
 
Likewise, the transport sector is likely to experience a loss of about NPR 2 billion as air transportation 
and public transportation have almost been halted till the end of the fiscal year 2019/2020. Further, 
the trading sector is likely to contract by NPR 2.17 billion due to supply disruption coupled with lower 
consumption and trade disruptions. 
 
7.2 Effect on Key Sectors of the Province 
The assessment of the effect of the current pandemic on five key broad sectors of the Province is 
highlighted in the section below. 
 
7.2.1 Agriculture  
The agriculture sector is the biggest contributor to the provincial economy. Out of the NPR 335.26 
billion GDP of the province in FY 2018/19, the highest share of 29.86% was contributed by the 
agriculture and fishing sector.45 Within the province, more than 72.4% of the households are involved 

                                                            
45“Economic Survey 2019/20”, Ministry of Finance, accessed on 26 May 2020. Retrieved from- 
https://mof.gov.np/uploads/document/file/Economic_Survey_2076-77.pdf 



19 
 

in agriculture.46 Out of the total 21,974 sq. km area of Gandaki Province, 14.13% of the land was used 
for agricultural purpose as of FY 2018/19.  
 
Provincial and local governments are taking initiatives to promote sustainable growth in agricultural 
output as a means of poverty reduction and income generation. One of such initiatives taken by 
Gandaki Province is its Chief Minister’s Environment-Friendly Model Agriculture Village Program 
(CMEFMAVP). The program is being led by the Ministry of Land Management, Agriculture and 
Cooperatives, which is further implementing it in 72 selected local government units.47 In other 
instances, villages have been trying to provide subsidies to the farmers who cultivate in barren lands 
as a way of encouraging them to enter the agriculture profession, save the arable lands as well as 
make the municipality self-sufficient in food.48 
 
The attraction towards the agriculture profession in the Province is in a declining mode. Although 
agriculture constitutes a major part of the Province’s economy, due to the lack of commercialization 
and modernization in agriculture, the attraction towards the agricultural profession is slowly 
declining.49 To address this, the province has to become self-reliant in agriculture by increasing the 
production of crops, grains, meat, milk, fruits, vegetables, and others. At the same time, grants, as 
well as training on fertilizer utilization, seeds and others, have to be provided.50 
 
Agriculture output is likely to be contracted due to the prolonged crisis. The preliminary estimates 
by the CBS of the current FY 2019/20, published in April 2020, revealed that Gandaki Province would 
face a loss of NPR 4,970 million in the agriculture and forestry sector. There is a threat for paddy 
plantation this year despite it being a domestic priority, as the supply chain has been disrupted due to 
the lockdown.51 Additionally, the restricted movement for the purchase of much-needed fertilizer, 
lack of enough stock, trade disruptions, and others have made it difficult for farmers to get access to 
the fields during the crisis.52 Some of the key problems faced by farmers are access to fertilizer and 
seeds, access to finance, and costly grains. The costs of grains and seeds have increased by 60% due 
to the lockdown.53 
 
Various municipalities of the Province banned the import of products from outside. In a bid to 
support local producers from outside competition and also to curb the spread of the virus, 
municipalities of Tanahu district had banned the import of vegetables and fruit from outside. 
Moreover, stakeholders belonging to these districts also stated that some 52 farmers of Madhyabindu 
municipality of Nawalpur district were also facing difficulties in selling their products. They had been 
earning around NPR 25 million collectively from the sale of tomatoes in a season but the gate price of 
tomatoes declined by more than 65% during the lockdown.54 
 

                                                            
46“Brief Introduction of Gandaki Province”, Local Governance and Community Development Programme (LGCDP)-II, 
accessed on 26 May 2020. Retrieved from- http://lgcdp.gov.np/gandakiinfo 
47Bhusal, Aastha and Khatri, Laxmi. “Strengthening local capacities for climate-smart agriculture- Insights from Nepal”, 
Relief Web, 8 April 2020. Retrieved from- https://reliefweb.int/report/nepal/strengthening-local-capacities-climate-smart-
agriculture-insights-nepal 
48“’Grant to those who cultivate in the barren lands of Syangja’, Pokhara News, 6 Jestha 2077. Retrieved from- 
http://www.pokharanews.com/2020/05/105003/ 
49 UNDP Stakeholder Consultation, 2020 
50“Resource Mapping of Gandaki Province 2075”, Ministry of Economic Affairs and Planning, Gandaki, 2075. Retrieved 
from- http://moeap.gandaki.gov.np/downloadfile/gandaki_1534848417.pdf 
51 UNDP Stakeholder Consultation, 2020 
52 “Paddy-whacked”, The Kathmandu Post, 18 May 2020. Retrieved from- 
https://kathmandupost.com/editorial/2020/05/18/paddy-whacked 
53 Pathak, Keshav. “The price of animal feed skyrocketed in lockdown”, Pokhara News, 24 Baisakh 2077. Retrieved from-
http://www.pokharanews.com/2020/05/104352/ 
54 UNDP 2020, Stakeholder Consultations 
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Additionally, there were also cases where mushroom farmers, who used to sell their mushrooms in 
bulk (300-500 kgs) within and outside Pokhara, were not able to sell even 30 kg during the lockdown 
as municipalities had banned the import of products. For the mushroom farming sector, they faced a 
loss worth NPR 8 to 10 million, and are now left with only half of their farmers.55  
 
Access to the market is a key challenge amidst the crisis. Despite agricultural activities having been 
allowed since 1 May 2020 in the province, the sector faces numerous challenges on the ground. 
Farmers who produce crops, as well as those involved in livestock farming, are not being able to get 
their products sold in the market.56 Vegetables worth millions are rotting and winter crops are lying 
unharvested.57 Likewise, due to negative news without much evidence, the consumption of meat and 
meat products has gone down drastically, which has distorted market prices and consumption 
patterns.58 Further, logistical and transportation issues have made the matter worse. 
 
Almost 60 to 70% business is down for the farmers and private businesses involved in the food 
business. Logistical and transportation issues have made the situation unfavorable. For instance, in 
Pokhara, as the major consumer of domestic agri-products is tourists, the demand for such products 
has gone down significantly, as almost one million tourists, both national and international, visit the 
city each year.59 
 
7.2.2 Energy 
Energy is listed as one of the key drivers of prosperity for the province. While the province has a 
theoretical potential of 20,650 MW, it has an economic potential of 5,270 MW and a technical 
potential of 6,660 MW.60 At present, the province generates around 448.5 MW of electricity, which is 
the highest for any province.61 Moreover, the provincial government has targeted the production of 
900 MW of electricity by the end of FY 2020/21.62 In FY 2018/19, while electricity, gas, and water 
contributed around 2.77% to the provincial GDP, it was estimated to grow by 32% in FY 2019/20. 
 
Around 1364 MW of hydropower project is under construction in the province. In the hydropower 
sector of the Gandaki Province, although the government and the private sector are involved, private 
sectors have invested more in comparison to the government. Currently, there are around 710 MW 
Nepal Electricity Authority (NEA) run hydropower projects under construction.63 Similarly, there are 
around 29 hydropower projects from the private sector’s side of around 654 MW under 
construction.64 These projects are crucial as the government plans to increase the provincial electricity 
generation to 1500 MW by FY 2023/24.  
 
Long-term plan to make electricity the primary source of energy. Along with this, the provincial 
government also has other plans such as replacing LPG with electricity. On the other hand, the 

                                                            
55 UNDP 2020, Stakeholder Consultations 
56 UNDP 2020, Stakeholder Consultations 
57Chakravartty, Avaniendra and Khadka, Mira. “How Nepal has tried to tackle the COVID-19 pandemic”, Observer Research 
Foundation, 15 May 2020. Retrieved from- https://www.orfonline.org/expert-speak/how-nepal-has-tried-to-tackle-the-
covid19-pandemic-66173/ 
58 UNDP 2020, Stakeholder Consultations  
59 UNDP 2020, Stakeholder Consultations  
60Dr. Poudel, Giridhari Sharma. “Gandaki Province’s Plans and Opportunities for Private Sector to Invest.” Province Policy 
and Planning Commission, 2019. 
61 Ibid [55] 
62“Mid-term expenditure plan”, Ministry of Economic Affairs and Planning, Gandaki. Retrieved from- 
moeap.gandaki.gov.np  
63Ministry of Economic Affairs and Planning. “Gandaki Province Situation of Economic, Social and Infrastructure 
Development.” 2018.   
64Ibid [55] 
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government plans to increase access to electricity for all households for lighting by the end of FY 
2020/21.65 Currently, around 82.5% of households have access to electricity in the province.66 
 
Additionally, as per the Provincial Budget for the FY 2020/21, encouraging programs have been 
included, such as allocation of NPR 180 million to connect areas of Tanahun, Gorkha, Nawalpur, 
Lamjung, Manang, Baglung, Myagdi, and Mustang to the national transmission line, which had not 
been connected before.  
 
Most hydropower projects which are under construction have halted their activities. Hydropower 
projects which were under construction are facing problems with running their operations. Due to 
immobile labor and disruptions in the supply chain, it has been difficult to keep the construction going. 
There is a huge shortage in the raw material and there is lack of adequate machinery which has 
hindered effective operations. Thus, even though the government has permitted construction, these 
hydropower projects are unable to resume construction.67 
 
Few hydropower projects are up and running. Some hydropower projects which are located in 
isolated areas have managed to run by ensuring all health protocols are followed and by maintaining 
social distancing rules. Recently, the 25-MW Seti Hydropower Project in Kaski restarted their 
construction activities by following all health protocols amidst the COVID-19.68 Similarly, the other 
Dordi Khola Hydropower Project, being developed by Himalayan Power Partner, has also been 
continuously working by adopting safety measures in light of the current pandemic. The next step 
would be to manage other hydropower projects in a similar manner.69 But, even though the 
construction of the projects may restart, there is set to be a delay due to several disruptions, which 
might ultimately affect targets. 
 
Delay in the construction of transmission lines is likely to set back provincial targets. There is also a 
probability that the COVID-19 might affect the government’s target of increasing the access to 
electricity for all households for lighting by the end of FY 2020/21. This is primarily due to the delay in 
the construction of the transmission lines. For the construction of hydropower projects and 
transmission lines, the acquisition has always been a major challenge. Land disputes, tribunals, and 
compensation are very common and take up major time. While these issues were already challenging, 
the COVID-19 outbreak has further hindered the ability to find a resolution for them.70 Since the 
COVID-19 outbreak, these issues have mostly been stalled. This is even more concerning as for hydro-
related constructions, the period from mid-February to mid-June (from post-monsoon to pre-
monsoon) is a peak time. So, it is highly unlikely that constructions might return to normal until the 
same period in the next fiscal year.71 
 
Lower consumption along with halt in billing activities is likely to create larger problems. The COVID-
19 has also affected routine-processes. The sector was expected to grow by 19% due to the increase 
in domestic consumption.72 However, after the lockdown, NEA has not been able to generate enough 
revenue, as collections have gone down due to no meter readings. Thus, a prolonged lockdown might 
largely affect the payments that NEA makes to the Independent Power Producers (IPPs) for their 
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productions, which will also in turn affect the IPP’s bank credits, cash flows, and overall contracts with 
NEA.73 
 
Due to the lockdown, the consumption of electricity has also gone down significantly as the majority 
of the factories, industries, and offices are closed. A weakening demand – especially at a time when 
Nepal is expected to have a surplus of electricity – could have a very negative impact on the overall 
economy, as it would cause a lot of wastage. Due to the COVID-19 pandemic, the sector of electricity, 
gas, and water in Gandaki Province is expected to take a loss of NPR 1.25 billion.74 Hence, there is an 
urgent need to stimulate the demand to keep the whole ecosystem running.  
 
Contradicting actions to the efforts needed to increase consumption. After the lockdown, the 
government decided to provide a 25% discount on a monthly tariff for a limited period of two months, 
which was an effort to boost the demand and promote electric cooking. Then, the Central Bank 
through the monetary policy mandated commercial banks to disburse a minimum of 15% of their total 
credit to the energy and tourism sector, which is the aim of boosting liquidity.75 However, the recent 
budget announced by the Government of Nepal for FY 2020/21 contradicts previous efforts to 
increase domestic electricity consumption, also contradicting the government’s aim of increasing 
consumption to 700 units per person within four years. In the budget, around 80% of customs duty 
was announced on electric vehicles (EVs) with 40-80% as excise duty; all of which is set to almost 
double the price of EVs in the market.76 
 
Difficulty in the procurement of raw materials. During the lockdown, biogas plant operators were 
also faced with unprecedented challenges as they had to operate their plant but had no clients to 
serve, thereby increasing operating costs with no source of income. For these businesses, 
procurement of raw materials with travel restrictions in place, as well as with the local people blocking 
their way in case of inter-district procurement only added to the difficulty in operations. One of the 
businesses which used to have 14 clients was left with only one during the lockdown and has had to 
search for new clients as the previous clients such as hotels, party palaces, and restaurants have either 
shut down their businesses or have halted for an indefinite period.77 
 
7.2.3 Industry 
The industrial sector is the second-largest contributor to the provincial economy. Amongst the seven 
key development sectors, the aggregate sectoral contribution of industries to the provincial GDP stood 
at 18.29% in FY 2018/19.78 The industry sector is categorized into four different sub-sectors - mining 
and quarrying, manufacturing, electricity, gas and water, and construction. These subsectors had a 
contribution of 0.79%, 3.17%, 2.77%, and 11.27% respectively, towards the provincial GDP in 
FY2018/19.79 
 
Rapid urbanization leading to higher demand for industrial infrastructure. In recent days, due to 
rapid urbanization, the province is experiencing large scale migration of people from rural to urban 
areas. Currently, 60.5% of people in the province live in urban areas and 39.5% of people live in rural 
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areas.80 The urban population growth rate is increasing at 3.4% per annum which is nearly three folds 
higher as compared to the national population growth.81 Thus, the demand for industrial 
infrastructure, facilities, and employment opportunities are rapidly increasing in the province. 
 
Over three hundred thousand individuals employed by the industrial sector. The sector is also 
responsible for employing around 332,472 individuals (185,400 males and 147,072 females)82 across 
10,928 (manufacturing units) and 1,000 (mining and quarrying, electricity, gas, and water, and 
construction units)83 in the province.  
 
The industrial sector is likely to see some contraction. Before the COVID-19 pandemic, the industry 
sector was flourishing with a growth rate of 18.21% and an aggregate estimated production value of 
NPR 59,578 million.84 However, the recent pandemic has brought in unprecedented economical and 
financial challenges in the growth trend of this sector. Although the government has allowed some 
essential industries (including consumer goods; medicine and health equipment; and cottage, export, 
and construction-based industries) to operate, several other industries have been instructed to 
remain shut.85 This move by the government has heavily impeded the progress of this sector and has 
rendered it unable in achieving its growth target of 14.9%86in the current fiscal year. 
 
For instance, the construction industries, which employ large numbers of laborers, have had to cope 
with minimal construction activities during the lockdown, in addition to material procurement and 
transportation challenges. Due to this, more than 50% of their laborers have returned to their home 
districts. With a shortage of labor and a depleting reserve fund to pay existing laborers, the 
construction activities will be halted soon. Even if industries reopen, the monsoon season has already 
started and hence, construction activities have lost their peak season.87 Overall, the industrial sector 
will contract given these challenges.  
 
Continued supply disruptions are likely to affect local output. Amongst the subsectors, the 
manufacturing subsector has been hard hit due to the current crisis. The subsector which 
predominantly imports raw materials from India, China, UAE, Singapore, Indonesia, and Thailand to 
produce both fast-moving consumer goods (FMCGs) and industrial products is facing severe hurdles 
in procuring raw materials. Difficulty in recovering production due to supply chain disruptions, delayed 
return of workforces, lack of personnel mobility, and traffic restrictions have affected the marginal 
operations of several manufacturing units. Moreover, inadequate availability of raw material from 
domestic supplies and restrictions in the transport area has also increased the cost of final items and 
made them more expensive in the wholesale and retail market. 
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Only over 25% of manufacturing88 units operating in the province. With more than 2/3rd of their 
employees being laid off or asked to stay at home, several units are now operating with low human 
resources. Similarly, Pokhara Industrial Area (which is the largest industrial area in the province) has 
allowed 27 out of 73 factories to operate at 8-50% of the capacity89  to produce essential food and 
other necessary items. All these have left manufacturing units underutilized along with reducing their 
optimal production capacity.  
 
Lack of fiscal stimulus deteriorating industrial confidence. The absence of a solid fiscal or economic 
package by both provincial and federal government to reinvigorate industries and factories is heavily 
impeding the marginal output of manufacturing units. Currently, factories require economic packages 
including subsidized working capital loans or tax concessions, availability of social security funds, the 
low interest rate on bank loans, availability of short term loan and capital injections, extending loan 
repayment term or loan restructuring etc. to prevent or reverse their further economic downfall.90 
 
Laborers who have lost their jobs are yet to receive relief packages. Businesses now only have 
enough retained earnings and revenue to make partial or half payment. Many laborers have not 
received their full salary since Chaitra (Mid-March) as industries themselves are waiting to receive 
relief packages from the provincial government through the provincial budget. Moreover, the 
situation is getting dire in the case of small-scale manufacturing units who did not contribute to the 
Social Security Fund (SSF) earlier. Due to this, they are unable to provide any commercial installations 
of SSF to their employees nor provide other remedies like food, lodging, or necessities.91  
 
Working capital management crisis likely to deepen further. Manufacturing units throughout the 
province are facing a severe cash crunch. Although they are producing adequate food and other 
necessities, low domestic demand is reducing the market accessibility for sellers and producers. 
Transport and mobility restrictions are also interrupting the food supply chain in the wholesale and 
retail market, eventually making the commodities more expensive while disrupting the credit cycle 
and cash flow within the subsector. Moreover, small-scale businesses might resume working only from 
Magh (February-March 2021), hence, managing their fixed cost through retained earnings or working 
capital loans is going to be a major challenge for them.92 
 
Lack of a safe working environment creating additional operating and health hazards. Lack of safety 
guidelines for a phased and safe return to work has severely affected laborers’ morale about returning 
to factories. Despite the provision of in-house accommodation, resuming work albeit amid difficult 
situations has strained the overall labor capacity. Similarly, lack of health equipment (like health desk, 
thermal thermometers, sanitizers, alcohol-based soaps/disinfectants, semi-PPE suits, masks, gloves), 
and safe working space has reduced the marginal labor productivity and final output of manufacturing 
units and factories.93  
 
Low level of domestic and external trade reducing activities in construction, retail, and wholesale 
market. While some of the manufacturing activities including production of grain mill, 
pharmaceuticals, and vegetable oils have experienced positive growth, production of construction 
materials such as bricks, cement, iron products has contracted. Animal feed, beverages, processed 
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milk, and production of all kinds of yarn has also gone down. While low market demand for 
construction materials has reduced the production of cement and bricks, the low volume of trade due 
to a low level of domestic output and negligible external trade has reduced the exchange of 
agricultural and manufacturing outputs in the wholesale and retail market. 94 
 
7.2.4 Tourism 
The tourism sector contributes 10% to the provincial GDP and 15 % to provincial employment.95 
Tourism is considered the main vessel of alleviating poverty and fostering the prosperity of the 
Gandaki province. With breathtaking natural beauty and diverse cultural heritage, the province has 
religious and historic significance because of which the province has been able to attract repeating 
domestic tourists every year. Amongst the total foreign tourists visiting Nepal, more than one-third of 
tourists are observed to visit this province. 
 
Out of the total tourists visiting Pokhara from 2001 to 2010, 44 % of them were observed to visit the 
Annapurna area.96 The Gandaki Province is enriched with two conservation areas, namely the 
Annapurna Conservation Area (ACA) and the Manaslu Conservation Area (MCA). The ACA is the largest 
protected area of Nepal. In FY 2017/19, there were 172,720 foreign visitors in ACA, which is the highest 
number of tourist arrival in the national parks and conservation areas of Nepal. Moreover, there were 
7200 tourist arrival in MCA in the same year.97 In 2019, 8.45% royalty from mountaineering was 
collected from mountains of Gandaki Province, which amounted to NPR 58 million98. After the onset 
of the nationwide lockdown, a total of 44 tourists from 12 countries chose to stay back at various 
hotels and homestays in Manang, Mustang, and Kaski, covered by the Annapurna Conservation Area 
Project (ACAP). 
 
With good prospects and potential, tourism infrastructure has seen a gradual growth over the years. 
As of July 2019, there were 656 hotels of tourist standards in the province, and a total of 6,914 room 
or 14,950 beds were made available every day by these hotels. Moreover, there were 6,885 small 
other hotels and restaurants in the province.99 Likewise, the province is also very popular for a 
homestay, where tourists can experience Nepali culture and traditions. There are 342 homestays in 
the province.100 In 2018/19, Kaski district alone had 43.6% of total tourist standard hotels and 
restaurants in Gandaki province. Moreover, there were 383 hotel, lodge and restaurant, 283 travel 
agencies, and 174 trekking agencies registered in Pokhara Tourism Board in the same year.101 
 
In this fiscal year, the hotels and restaurants of Gandaki province are estimated to have a loss of 
NPR 2,426 million in the GDP of the province. With the ‘Visit Nepal 2020’ campaign along with the 
tourism potential of the province, the hotel and restaurant industry of Gandaki province was expected 
to have 14.5% growth in FY 2019/20. In FY 2018/19 the industry contributed 3.82 % of the provincial 
GDP.102 Moreover, in the total contribution made by hotels and restaurants to the national GDP in FY 
2018/19, the hotels and restaurants in Gandaki Province accounts for 17.53% of it.103 The Gross Value 
Added by the hotel and restaurant industry of Gandaki province was NPR 9,866 million in FY 2018/19 
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and NPR 8,261 million in FY 2076/77.104 However, with the ongoing pandemic, the industry will be 
facing a sharp decline in its growth.  
 
Even before the COVID-19 crisis, the number of hotels was increasing, but the number of tourists’ 
arrival was low which has resulted in unhealthy competition. Tourist arrival in the province has not 
experienced the expected surge. According to NTB, the average occupancy rate of hotels in this 
province is less than 40% per year.105 There is a need to focus on ways to increase the stay of tourists. 
Also, infrastructure development is required in the province to commercialize the tourism sector 
systematically as connectivity is seen to be another major challenge.106 
 
The effect of COVID-19 on the tourism sector has also affected ancillary jobs and industries in other 
sectors. Different sectors are interlinked and provide business for one another. The closure of hotels 
and restaurants has decreased the demand for agricultural products as the industry consumes the 
highest amount of food supplies. It has also created job loss of ancillary service providers such as 
drivers and decorators. Moreover, many construction projects were expected this year in the hotel 
and restaurant industry, which would have helped boost the manufacturing sector as well. Other 
businesses like ultra-light flights, paragliding, and bungee jumping have also been shut down because 
of a lack of tourists. Additionally, the taxi business, which acts as a pre-requisite to the tourism 
industry as it is one of the vital transportation media to carry tourists, has been hard-hit during the 
pandemic. 40 % of the taxi drivers have gone back to their home districts while the rest 60 % who are 
still in the business is struggling to survive.107  
 
Hotel Association Nepal (HAN) has decided to close its operation until mid-November 2020.108The 
apex body of the industry, which counts around 3,500 hotels as its members across Nepal, has chosen 
this strategy to minimize costs.109 The peak tourist season in Nepal is spring i.e. March-May and 
autumn i.e. September-November. The hotel and restaurants are completely shut currently in their 
peak season due to the lockdown and travel restrictions. Even if the lockdown is lifted, tourists will 
not be traveling anytime soon. Therefore, the hoteliers aim to cater to tourists coming in autumn and 
resume operations from then onwards only. 
 
Staff management and working capital expenses are key challenges for firms due to decreased 
revenue. Staff management includes the issue of employee remuneration and job retention. 
Moreover, working capital expenses consist of various expenses that hotels and restaurants can’t 
avoid.110 It includes huge interest and loan payments especially for newer hotels, lease payments for 
smaller hotels, maintenance and operating costs for all hotels, and also to retain skilled staff.111 
 
Currently, hotels and restaurants have retained around 10 to 15% of staff on average, largely to 
maintain the property.112 Along with keeping the staff on maintenance duty, some of the firms have 
also been providing them training regarding new protocols for hygiene and health, security, and fire 
piquet duties to prepare for re-opening of the property. For instance, Tiger Mountain Pvt. Ltd., a luxury 
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105Gandaki Province’s Annual Socio-Economic Report, Ministry of Economic Affairs and Planning, 2019. 
106Pokharel, Santosh. “Entrepreneurs say lack of connectivity has reduced business”, myRepublica, 16 September 2019. 
Retrieved from- https://myrepublica.nagariknetwork.com/news/entrepreneurs-say-lack-of-connectivity-has-reduced-
business/ 
107 UNDP 2020, Stakeholder Consultations 
108“Nepalese Hotel Industry - An overview”, Care Ratings Nepal Limited, 17 May 2020. Retrieved from- 
http://careratingsnepal.com/wp-content/uploads/2020/05/Nepalese-Hotel-Industry-An-Overview-1.pdf 
109SangamPrasain, “Hotel industry pleads for bailout after being brought to its knees”, 26 May 2020 
https://tkpo.st/2AUWYZZ 
110 UNDP 2020, Stakeholder Consultations 
111 Ibid [91] 
112UNPD Study 2020, Stakeholder consultations 



27 
 

resort in Pokhara, is closed in line with government orders but has 33% of staff on duty for 
maintenance and training purposes.113 Likewise, almost 50 %% staff who have been kept in unpaid 
leave or who have lost their jobs have already returned to their home districts, and only star hotels 
have retained their staff.114  
 
Working capital management a key challenge: Even though lockdown has eased, restaurants, malls, 
clothing stores, and others as such have no business. Almost all of these stores and businesses have 
had to be indulged in discussions for rental discounts, and even after longstanding discussions, nothing 
conclusive has come up. People spending in these sectors are very low and even the operating costs 
only are hard to retain. The coming days look doubtful for these businesses.115  
 
7.2.5 Infrastructure 
The Province is likely to fall behind in achieving its short and mid-term socio-economic growth 
targets. Due to the pandemic, all the key infrastructure projects initiated by the province is likely to 
push behind its socio-economic targets and milestones. Key provincial infrastructure targets led in its 
first five-year plan, SDGs, and mid-term expenditure structure in areas such as hydropower 
development, renewable energy, road and bridge construction, irrigation, drinking water supply, 
communications, amongst others are going to be significantly affected. For instance, the province 
target to generate 900 MW of hydroelectricity by the end of the new fiscal year 2020/21 whereas 
plans to increase access to clean drinking water and electricity to 100% of the population by 2023. 
Likewise, the province plans to link all 85 municipalities of the province in 2023 by upgrading and 
constructing a 1350 km road.116  
 
National pride infrastructure projects under the province likely to fall behind too. Projects such as 
mid-hill highway 134 kilometers, Pokhara regional international airport, 1200 MW Budhi Gandaki 
hydropower project, a north-south highway, Kali Gandaki corridor have been affected by the 
pandemic. Due to the closure, only minimal work has been able to be carried out largely due to a lack 
of labor supply and raw materials. For instance, construction work at Pokhara Regional International 
Airport has been affected by the pandemic, as of Falgun2077, 56% of progress has been made.117 
Nonetheless, on a positive note, adopting safety measures and precautions, the construction work at 
the airport continued during the lockdown as well. Moreover, it is likely that projects which are 
deemed less urgent from the perspective of supporting jobs and livelihoods, could be paused for a 
few months to redirect resources to greater human development needs.118 
 
Supply chain disruption likely to affect the sector for the remainder of the fiscal year. Even though 
some activities are carried out, the supply disruption of both raw materials and labor has been a big 
challenge. Restriction on movement of labor and materials, closure of the border, and suspension of 
import-export activities of non-essential materials are less likely to return to normality soon. A 
complete halt to minimal operation of manufacturing essential such as cement, steel, and other 
building materials has largely affected the operation of various ongoing infrastructure activities 
including the future activities lined up. Further, the availability of labor required for the projects has 
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been severely affected due to the current lockdown.119 Most of the labor forces have gone back to 
their respective districts while there is complete uncertainty when things will fall back to normality. 
 
Construction activities are likely to pick-up only from the second quarter of the next fiscal year.120 
Since the effect of COVID-19 started the midst of the construction season (usually after November and 
before the monsoon season begins in June), the construction activities of most of the private sector 
and public sector infrastructure projects are likely to be affected. According to contractors, as the 
monsoon season has started they have lost almost 8 months due to the lockdown. Likewise, according 
to heavy equipment construction suppliers, only 2% of their equipment was used during the lockdown.   
Since all these construction contracts are likely to undergo time extension and further negotiation, it 
is likely to result in cost escalation and time extension of such infrastructure projects.  
 
Province offers significant investment opportunities to the private sector. In terms of infrastructure 
development, the province provides enormous investment opportunities to the private sector, 
starting from the international convention center, Pokhara ring road, solar and wind energy projects, 
Pokhara-Bhimad-Dumkibas road, sports stadium, high altitude sports training center and Information 
Technology (IT) Park. Currently, there are almost 29 hydropower projects with a total installed 
capacity of 654 MW under construction in the province. Likewise, 600 MW Marshangdi is likely to 
begin soon with Chinese investments. Likewise, 25 MW solar projects are under construction.  
 
Demand for infrastructure development likely to go down in the hospitality sector. The hospitality 
sector in the province had made a significant investment in the tourism infrastructure in anticipation 
of ‘Visit Nepal 2020’. Almost 46 new standard hotels were added in the province in 2019.121122 
Likewise, there are two cable projects under construction. Nonetheless, due to the current crisis, such 
investments have become an additional burden for the investors.123 Further, as private investment 
made in the tourism sector is not recognized as key infrastructure development for the province, and 
provided with special support it is less likely that any new investments will be seen in the hospitality 
sector for the foreseeable future.124 
 
7.3 Effect on the Livelihood of the Citizens of the Province 
Before the COVID-19 pandemic, Gandaki Province had been performing modestly in its economic 
indicators. 11% of its total population lived below the poverty line while 14% were multidimensionality 
poor (i.e., various deprivations experienced by poor people in their daily) implying that these figures 
were below the national average. Now, with the COVID-19 pandemic, Gandaki Province faced its 
biggest challenge in modern history. More than 1% of the national population is expected to be 
dragged below the poverty line, risking the survival of a significant number of people. 
 
Loss in average monthly revenue and declining length of business stability in case of prolonged 
lockdown: As stated in the ‘Rapid assessment of Socio-economic Impact of COVID-19 in Nepal’ report, 
the average monthly gross revenue of the businesses surveyed in the province was NPR 368,000 
before the lockdown. Contrastingly, during the lockdown, the same businesses lost around 83% of 
their average revenue, amounting to their average monthly gross revenue to NPR 67,921, against an 
average monthly business expense of NPR 60,871. In the case of the overall business sector of the 
national economy, the report suggests that if the lockdown prolongs, the businesses will not be able 
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to sustain for a longer period. For instance, the food and accommodation sector’s businesses can only 
continue for 1.5 more months, agriculture for barely 3.5 months, and so on.  
 
In line with this, in these unprecedented times, out of the 101 surveyed businesses of Gandaki 
Province, 10.9% have cut operating costs, 13.5% have laid-off workers, 12.5% have cut off staff’s 
payments, 32.7% have closed their businesses and so on. The overall toll that the businesses have had 
to face signifies a huge loss in revenue and a threat to their sustainability, leaving the people employed 
in the province with no certainty of employment and thus, impacting their livelihood.  
 
Loss of employment and income of formal sector employees. As per the findings from our 
stakeholder consultations, it was revealed that employment in various sectors has been affected 
heavily. This risks the livelihood of many people dependent on their jobs for their survival as they will 
have no stable stream of income. For instance, in the tourism sector almost 85% employees have been 
affected, the food and accommodation sector in the Gandaki province, employs 45,572 people, this 
would mean that only 6835 retained their jobs and the rest 38,736 are currently in unpaid leave, 
minimal compensation or have lost their jobs overall. Similarly, the manufacturing sector, which has 
almost kept two-third of its workforce in unpaid leave, means almost 25,333 workers have lost their 
regular income stream. Out of 332, 472 individuals engaged in formal sector employment, the 
employment of almost two-third individuals seems affected as other key sectors of employment such 
as; education, wholesale and retail trade (mostly small and medium enterprises who are self-
employed i.e. the owners) and the transportation sector. 
 
Table 9 Number of establishment in Gandaki Province 

S.N. Sectors Number of 
Establishmen

t 

% No. of 
Persons 
Engaged 

% Persons per 
establishmen

t 
1 Agriculture, Forestry, 

and Fishing 
  

4,067  
 

4.0% 
   

12,892  
 

3.9% 
 

3.2 
2 Mining, quarrying   

85  
 

0.1% 
   

1,199  
 

0.4% 
 

14.1 
3 Manufacturing   

10,928  
 

10.9% 
   

37,998  
 

11.4% 
 

3.5 
4 Electricity, gas   

236  
 

0.2% 
   

2,013  
 

0.6% 
 

8.5 
5 Water supply   

407  
 

0.4% 
   

1,387  
 

0.4% 
 

3.4 
6 Construction   

272  
 

0.3% 
   

1,543  
 

0.5% 
 

5.7 
7 Wholesale and Retail 

Trade 
  

50,577  
 

50.2% 
   

99,493  
 

29.9% 
 

2 
8 Transportation, Storage   

366  
 

0.4% 
   

1,843  
 

0.6% 
 

5 
9 Accommodation, Food   

16,011  
 

15.9% 
   

45,572  
 

13.7% 
 

2.8 
10 Information, 

communication 
  

281  
 

0.3% 
   

2,356  
 

0.7% 
 

8.4 
11 Financial, insurance   

2,262  
 

2.2% 
   

27,894  
 

8.4% 
 

12.3 
12 Real estate   

10  
 

0.0% 
   

78  
 

0.0% 
 

7.8 



30 
 

13 Professional, scientific, 
technical 

  
797  

 
0.8% 

   
2,039  

 
0.6% 

 
2.6 

14 Administrative, support 
service 

  
428  

 
0.4% 

   
1,829  

 
0.6% 

 
4.3 

15 Education   
4,765  

 
4.7% 

   
61,054  

 
18.4% 

 
12.8 

16 Human Health, Social 
Work 

  
3,397  

 
3.4% 

   
17,215  

 
5.2% 

 
5.1 

17 Arts, entertainment, 
recreation 

  
466  

 
0.5% 

   
1,814  

 
0.5% 

 
3.9 

   
Gross Total 

  
95,355  

 
95% 

   
318,219  

 
95.7% 

 
5.1 

18 Other sectors   
5,329  

 
5% 

   
14,253  

 
4.3% 

 
2.7 

   
Overall Total 

  
100,684  

 
100% 

   
332,472  

 
100% 

 
3.3 

Source: Economic Census 2018, CBS 
 
The workforce associated with the informal sector has been affected adversely.  As per the estimates 
of ILO, In Nepal over 62% of the employed workforce of the economy is in the informal sector and 
about 85% of them are employed informally. This signifies that they are not entitled to any paid annual 
leave, sick leave benefits, or contribution to social security funds. Because of this complicated nature 
of employment, as the businesses in the Gandaki Province start shutting down or cutting operating 
costs, the large numbers of employees working informally are cut off from the labor market for an 
indefinite period. Thus, not just their livelihoods, but the very survival of these communities is 
threatened. 
 
The majority of small farm holders have been affected. Majority of the population (72%) in the 
province is engaged and is dependent on agriculture. According to the Agriculture Census of Nepal 
2011/12 published by the CBS, out of 209,798 landholdings (ha) in the Province, 70% of holdings are 
less than 1 hector. This signifies that a significant number of farmers have small farm holdings which 
are only suitable for subsistence farming with a very low surplus for market sales. Moreover, even if 
the agricultural output was not highly affected by COVID-19, the farmers could not sell their products 
or market their products at the right price. It was estimated that 60 to 70% business was down for the 
farmers and private businesses involved in this sector. As the COVID-19 crisis heightened, these 
farmers and their dependents who draw their livelihood from the compensation of their produces 
have been affected significantly. 
 
Table 10 Number of landholding by area in Gandaki Province (2011/12) 

Total Area of Holding Total Area of Holdings (ha) 

Holding without land 173 
Holding with land 209,626 
Under 0.1 ha 1,938 
0.1 ha and under 0.2 ha 7,881 
0.2 ha and under 0.5 ha 53,099 
0.5 ha and under 1 ha 79,687 
1 ha and under 2 ha 51,815 
2 ha and under 3 ha 10,326 
3 ha and under 4 ha 2,154 
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4 ha and under 5 ha 1,210 
5 ha and under 10 ha 371 
10 ha and over 1,144 
Total 209,799 

Source: Agriculture Census of Nepal 2011/12, CBS 
 
Effect on household and family as a result of income loss. A brief consultation with the stakeholders 
operating businesses in the Province revealed a shocking situation that the breadwinners of the family 
have had to face as a result of the pandemic and the unprecedented challenges brought forth by the 
lockdown. 
 
For many businesses involved in the agriculture sector, they could not sell their produces commercially 
and in bulk amounts. Instead, these farmers had to bear the high cost of seeds and fertilizers, and the 
minimum produces that were grown could not be marketed. Mushroom farmers and suppliers, for 
instance, had to sell their mushrooms at 60-70% lesser price and bear losses amounting to more than 
60%. 28% of the meat-shops in Kaski, on the other hand, have started putting up ‘Shop for Sale’ 
signboards as there has been no subsidy on rent and are left with no other option but to close down.125 
Switching to another business also seems impossible as they do not see Pokhara district and the 
Province recovering due to additional problems such as that of landslides and poor road conditions.126  
 
For big construction businesses which employ large numbers of laborers, it has had to face material 
procurement problem, leading to loss of business, and hence, the inability to retain all of its laborers. 
The construction sites have had to face minimum construction works, affecting their rental of heavy 
equipment. Additionally, these businesses also claim that the peak season for construction has already 
passed. Gradually, as the lockdown eases, some laborers have been retained (barely for two months), 
with no provision of salary but instead by covering their basic expenses including food and 
accommodation expenses. Up until these laborers are working, these costs are borne by the company. 
However, as the business starts to drop, the company’s reserve fund will start depleting and the 
laborers will have to be laid off, leaving them with no source of income and no way to cover their food 
and lodging costs.127  
 
For small businesses run by women such as handicrafts, operating the business, managing rent 
payment as well as running the household has been challenging. There is no guarantee of employment 
for these women. Those who live close-by have started resuming work but they either do not have 
necessities or have damaged stock of goods only. These entrepreneurs had been hoping to get interest 
subsidies in the bank loans through the provincial budget. However, it has not worked in their favor. 
In addition to business loans, some of these women had also taken personal loans.128 They are now in 
a stressful situation with the loss of income and a huge debt to pay. 
 
Further, an instance of a boutique shop owner shows that even if they had been operating for the last 
16 years and providing jobs to 500 staff, no revenue during the lockdown has resulted in laying off of 
employees. At present, only 50-60 staff have been retained. People who have been employed for a 
long time want to come back and work so that stable income sources can be generated but there is 
very little hope of recovery at this point.  
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7.4 Effect on Remittances 
Aggregate national average figures indicate 14.1% of migrant workers are from Gandaki Province.129 
As per the Nepal Labor Report,130 in FY 2018/19, the total number of migrant workers from the 
province was 36,247 i.e. 13.8% of total outbound migrant workers. Amongst the workers, only 6% of 
them are female migrant workers. UAE was the most popular destination country among workers in 
FY 2018/19.  
 
The aggregate data of the past eight years (2008-2015) indicate that around 14.1% (359,113 
individuals) are from Gandaki province.131 Amongst the districts within the province, Tanahun district 
falls under the top ten origin districts for migrant workers. These top ten districts represent more than 
40% of total out-migration. Apart from Tanahun (14.75%), the other top districts with the province for 
the origin of migrant workers are Nawalparasi132 (19.86%), Syangja (13.43%), and Kaski (11.33%). 
 
Table 11 District-wise origin of migrant workers from the Gandaki Province in FY 2018/19. 

S.N. Districts Male Female Total In % 

1 Baglung 3,678 123 3,801 10.49% 
2 Gorkha 3,196 321 3,517 9.70% 
3 Kaski 3,715 393 4,108 11.33% 
4 Lamjung 2,779 191 2,970 8.19% 
5 Manang 13 9 22 0.06% 
6 Mustang 50 31 81 0.22% 
7 Myagdi 1,954 149 2,103 5.80% 
8 Nawalparasi* 6,780* 419* 7,199* 19.86%* 
9 Parbat 2,143 89 2,232 6.16% 

10 Syangja 4,684 185 4,869 13.43% 
11 Tanahu 5,077 268 5,345 14.75% 

 Total 34,069 2,178 36,247  
^* Nawalparasi figures have not been distributed between Gandaki and Province no. 5 

Source: Nepal Labor Migration Report, 2020 
 
The total contribution of remittance is 37.4% of Province’s GDP. Out of 2, 403,757 population of the 
province, 13.4% i.e. 322,762 individuals are currently working abroad. Further, 40% of households 
(231,072) in the province have someone from the family who is currently working aboard. On average, 
an individual engaged in foreign employment sends back NPR 27,788 per month. The Province 
received around NPR 107.63 billion in the FY 2018/19 as per provincial estimates.133 
 
National remittance expected to be dropped by 14% in the current fiscal year.134 Approximately, 
about NPR 123 billion in remittance losses (based on considering the exchange rate of USD 1= NPR120) 
in the current FY.  Last FY 2018/19, Nepal had received a total of NPR 879.3 billion in remittances. 
Further, the COVID-19-related global slowdown and travel restrictions will also affect migratory 
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movements, and this is likely to keep remittances subdued even in 2021.135 In 2021, the study 
estimates remittance will grow by 5.8% in 2021 in South Asia. 
 
Table 12 Remittance data 

Remittances  (In NPR billions) 
Mid-March 2020 Mid-April 2020 Mid-May 2020 

79.2 34.5 44* 
^* early figures 

Source: Nepal Rastra Bank 
 
As per the Central Bank’s nine-month data, the workers’ remittances witnessed a y-o-y contraction of 
51.5% in Mid-April 2020 as against significant positive growth of 3.6% in Mid-April 2019. Nepal 
received a total remittance of NPR 34.5 billion in mid-April against NPR 71 billion in mid-April 2019. 
Likewise, as per early figures, the remittances witnessed a contraction of 39% in Mid-May 2020. 
 
Province’s remittance receipts are likely to contract between NPR 10.76 to NPR 15.06 billon 
considering the overall individuals engaged in foreign employment from the province. The province 
received a total of NPR 107.63 billion in remittances in FY 2018/19. Taking into consideration the 
overall provincial figures of individuals engaged in foreign employment and remittance received in the 
FY 2018/19, the province’s GPD is likely to contract between 10 to 14% i.e. between NPR 10.76 billion 
to NPR 15.06 billion in the FY 2019/20. 
 
As per the national figures, remittance in Gandaki Province is likely to contract by NPR 10.25 billion 
while considering 91.4% of the total workforce. The majority of migrant workers i.e. 91.4% of the 
total workforce goes to six countries namely; Saudi Arabia, UAE, Malaysia, Qatar, Japan, and South 
Korea., and their overall contribution to total remittances is 57.7%. Taking into consideration, the 
migrant workers from the Province to these countries, the Provincial remittances is likely to contract 
by NPR 10.25%. On average, a worker from these countries sends an average of USD 988.39 per year. 
Last FY 2018/1019, migrant workers from Gandaki Province from these countries (taken into 
consideration) send home around NPR 73.6 billion in remittances. Nonetheless, the contraction in 
remittance would be much bigger taking into consideration other countries such as the USA, India 
amongst others.  
 
Table 13 Key figures from FY 2018/19 

Details Nepal 
Total Remittance  (In USD billion) 7.51 
    
Total Remittance from Saudi Arabia, UAE, Malaysia, Qatar, 
Japan, and South Korea (In USD billion) 

4.33 

    
Total Workers in Saudi Arabia, UAE, Malaysia, Qatar, Japan, 
and South Korea only (91.4 % of total migrant workers) 

   4.38 million 
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Per head average remittance from migrant workers working 
in Saudi Arabia, UAE, Malaysia, Qatar, Japan, and South Korea 
(in USD) 

988.39 

 
Per capita national disposable income is likely to be negative in the current fiscal year. National 
disposable Income consists of- GDP, net income from abroad, and net current transfer remittance (a 
part of the net income from abroad). As highlighted in the section above, remittance inflow is likely to 
decline further by the end of this fiscal year. The end effect of the decline in remittance is reflected in 
the per capita national disposable income (GNDI) which according to the CBS estimate stands at NPR 
161,206 against NPR 152,351 an increase by 5.8% in the current year. Therefore, the per capita 
disposable income as per the COVIDs Scenario is likely to be negative in the current year.    
 
7.5 Effect on Provincial Budget 
Federal grants have gone up by a mere .03%. The Government of Nepal has endorsed 1.474 trillion 
budget for the fiscal year 2020-2021, which constitutes of NPR 948 billion of current expenditure and 
NPR 352 billion of capital expenditure, while NPR 172 billion has been allocated for financing. Compare 
to the last fiscal year national budget, the current year budget has been reduced by 4%, however, 
amidst coronavirus pandemic the overall federal grant has increased by 0.03% to NPR 99.87 billion.  
 
The federal grant for the province has gone up by 7% for the upcoming fiscal year. For the fiscal year 
2020/21, Gandaki Province has been budgeted a federal grant of NPR 13.35 billion as opposed to NPR 
12.46 billion last year. As per the table below, the equalization grant remains the same for both year, 
however, the conditional grant, special grant, and a complimentary grant has been increased for the 
FY 2077/78. 
 
Table 14 Segmentation of federal grant to Gandaki Province (In NPR billions) 

Equalization 
Grant 

Conditional 
Grant 

Special 
Grant 

Complimentary 
Grant 

Total % 
Change 

    FY 2077/78       
7.11 4.21 0.54 1.50 13.3

6 
7% 

    FY 2076/77       
                       7.11                        5.35                   -                                 -  12.4

6 
 

 
Table 15 Province wise grant distribution  

FY 
2020/21 

% of the total 
grant 

FY 2019/20 % of the total 
grant 

% change 

Total Federal Budget 1474   1530   -4% 
Pradesh 1 15.1138 15.13% 15.2074 15.23% 0% 
Pradesh 2 13.4059 13.42% 14.1774 14.20% -1% 
Bagmati 14.8698 14.89% 15.0613 15.08% 0% 
Gandaki 13.3599 13.38% 12.4638 12.48% 1% 
Pradesh 5 14.0696 14.09% 15.3105 15.33% -1% 
Karnali 14.8365 14.86% 15.121 15.14% 0% 
Sudur Pachim 14.2182 14.24% 12.503 12.52% 2% 
Total 99.8737 100% 99.8444 100% 0.03% 
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There is going to be a stark difference in anticipated resources versus actual resources mobilization 
for the upcoming fiscal year. As per the mid-term expenditure plan, the projected Gandaki province 
budget stood around NPR 43.7 billion for the FY 2077/78. The provincial government anticipated 
collecting NPR 14.3 billion from the tax revenue for the FY 2077/78 which seems highly unlikely given 
the current pandemic crisis. As depicted in the figure below, the projected 2077/8 capital expenditure 
is 34.04 NPR billion, whereas the projected current expenditure is NPR 9.51 NPR billion.136 
 
The expected grant from the federal government was projected to be NPR 26.4 billion, however, 
recent federal government budget indicates that Gandaki Province is entitled to only NPR 13.3 billion 
which is almost 100% less than the forecasted. Therefore, the budget for the upcoming fiscal year will 
have to be revised drastically based on the available resources.137 In FY 2076/77, the provincial 
government allocated more than 40% of the budget for the development of physical infrastructure. 
Tourism, energy, hydropower, and irrigation sectors, the allocation of resources in these sectors are 
likely to be affected in the upcoming fiscal year. In the recently published budget for the FY 2077/78, 
the province has introduced a total provincial budget of NPR 34.8 billion, out of which 68% of the 
budget has been allocated for education, health, agriculture, transportation, water supply, and social 
security. 
 
Table 16 Provincial budget to various sectors in the FY 2020/21 

Sector Amount (In 
NPR billions) 

% 

Education 1.9 5% 
Health 1.3 4% 
Agriculture 5.6 16% 
Transport 10.7 31% 
Water Supply 2 6% 
Social Security 2.3 7% 
Others 11.1 32% 
Total 34.8 100% 

 

                                                            
136Gandaki Province, Mid-term expense report FY 2075/76, 2077/78 
137 UNDP 2020, Stakeholder Consultations 
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Figure 1 Projected and Actual fiscal budget 

 
 
7.6 Recommendations and Next Steps 
The provincial government has already released its ‘plan and programs’ for the upcoming FY 2020/21. 
The two major objectives of the provincial government are to protect the life of its citizens and to 
revive the provincial economy. Similarly, the provincial government has also released the ‘Principles 
of the Budget’ for the upcoming fiscal year, which provides the core principles of its upcoming fiscal 
policy for the province. With this backdrop, while drafting the following recommendations, the study 
team has taken into consideration the key plans, programs, and principles outlined in those two 
documents. Also, the study team has attempted to understand the overall yearly, mid-term, and long-
term plans and programs that the provincial government aims to achieve in years to come. The 
recommendations laid out here aims to further enrich, validate, support, and enhance the short, 
medium, and long-term plan and programs of the provincial government. 
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Figure 2 Short, Medium and Long-term strategies for the Province’s socio-economic revival 

 
 
As indicated in Figure 2, based on our study, we are recommending three approaches; 
i. A short-term strategy to keep the citizens as the priority,  
ii. A medium-term strategy to create employment opportunities in the province, and  
iii. A prolonged long-term strategy to make Gandaki the number one province in the country for 

living and doing business.  
 
As the federal budget has shrunk in size due to limited resources, the resource mobilization at the 
provincial level has also been directly affected. Amidst the crisis, the resource mobilization at the 
provincial level is also expected to decline. Therefore, understanding the scenario, a balanced budget 
should be rolled out with practical implementation capacity on the ground. 
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Short term strategy: Citizens first (नागिरक पिहले) 
Table 17 Short-term strategy 
 

Component What: Activities/Programs/Actions How? 
Healthcare 

Mental Health  Counseling programs: The mental trauma created due to the 
pandemic is unseen at the surface, nonetheless, it has 
created a long-term psychological dent on the citizens 
regardless of economic status or age. Further, it has created 
greater mental trauma for citizens from lower economic 
strata, unemployed, daily wager workers, single women, 
children amongst others. 
 

- How/who: Working closely with 
https://www.who.int/mental_health/en/ initiatives 
 

 Engagement of people: Greater engagement of citizens is 
essential for the success of the program. 

 
 The revival of social structures like Aama samuha: To 

further fruition the federal structure and increase the 
presence of provincial government, revive the community 
social groups to implement the counseling and awareness 
programs. Such programs will help to create awareness, 
confidence, and trust of citizens. 
 

 Awareness and confidence-building programs or campaigns 
to correct misleading information about consumption of local 
vegetables and meat products which has directly affected 
local farmers and producers. 

 

 The provincial government has already announced to 
operate social awareness and psychological counseling 
programs. 

 
- Translation of documents 

https://www.who.int/publications-detail-
redirect/9789240003927 in local language. 
 

 Professional services should be rendered to create 
resources for counseling and awareness. 
 

 Provide Mental Health and Psychosocial Support 
(MHPSS) support to children, caretakers, and 
community, including training for school teachers, 
social workers, and governments. 

 
 Design protocols for people working in mental health 

issues on the line of guidelines from  
https://www.psychiatry.org/psychiatrists/covid-19-
COVID-19/practice-guidance-for-covid-19 

 
 Establish citizen helpline through phone, social media 

platforms. Design radio programs like Sathi Sanga 
Manka Kura (https://ssmk.org/). 
 

 Work with UNESCO to revive traditional social support 
system. 
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 Work with WHO Programs. 

 
 Explore partnerships with new projects like ‘Project 

Heal’ -https://www.theprojectheal.org/  
 

   
Physical Health  Health check facilities within five kilometers:  

 
- District-level hospitals equipped with people and 

equipment. 
 

- Testing facilities. 
 

- Epidemic management centers. 
 

- Establishment of central command for the province. 
 

 
 

 COVID-19 Crisis management Center under operation 
- Explore lessons to be learned from Rwanda on 

managing the crisis.  
- Develop Inclusive and Integrated Crisis 

Management and Multi-Sectorial Response on the 
lines of UNDP Rwanda Strategy. 
file:///C:/Users/acer/Downloads/undp-rba-covid-
rwanda-apr2020%20(1).pdf PDF attached  

- Design Province preparedness plan like in Bhutan – 
for the future 
https://www.cabinet.gov.bt/wpcontent/uploads/2
020/03/National-Preparedness-and-Response-
Plan-3rd-ed-1-1.pdf  

 
Income Generation 
Employment 
generation 

 Create a provincial database of migrant workers returning to 
the province from outside the country as well as within the 
country. The database should maintain complete information 
about their skills set including soft skills, work experience, 
contact details amongst others. The database can also 
incorporate information of citizens who have been currently 
unemployed or laid off due to the pandemic.  
 

 To create employment information and placement cell for 
citizens looking for jobs. 

 The provincial government has declared to create a 
provincial human resource development plan.  It plans 
to supply skilled human resources, provide capacity 
development programs, and effective utilization of 
human resources required for both private and public 
sectors for the short, mid and long term. Work with ILO 
on designing programs.  
 

 The provincial government has announced to work with 
local bodies to provide immediate relief and 



3 
 

 
 To create employment opportunities via skills enhancement 

programs in partnership with local bodies and different local 
and international multilateral agencies. Provide opportunity 
to minimize the ‘labor gap’ for skilled workers which are 
mostly covered by international migrant workers. 
 

 To create reintegration plans for migrants who decide to 
stay back. 

 

employment opportunities for daily wage laborers and 
deprived individuals. – Work with SEEP Program 
(https://www.linkedin.com/in/skills-for-employment-
programme-
nepal%E0%A4%B8%E0%A5%80%E0%A4%AA75a4b0185
/?originalSubdomain=np) that will bring private sector 
players to work with local governments.  

 
 Provincial-level labor and employment policy will be 

drafted, technical assistance and support can be sought 
from ILO and UNDP. 

 
 To utilize know-how, capital, and skills set of Non-

Resident Nepalis (NRNs) in the province’s development 
and self-employment creation. Coordinate with Non-
Resident Nepali Association (NRNA). 

 
 Plan to establish Gandaki Technical Education and 

Vocational Training Center. Approach Department of 
Trade,  UK for support and partnerships 

 
 Work with IOM on reintegration plans 

(https://www.iom.int/news/iom-launches-
reintegration-handbook) conduct training and translate 
reintegration manual in Nepali. 

Entrepreneurship 
survival and revival 

 Enterprise survival and revival plans: A rapid study should 
be carried out to understand the effect of the pandemic on 
various sectors of the provincial economy. Further, a detailed 
survival and revival plan should be drafted with a sustainable 
road-map for proper implementation. 

 
 Support plans applicable under provincial jurisdiction such as 

consideration in local applicable taxes, property taxes, 

 The provincial government has declared to establish 
‘Enterprise Recovery and Growth Fund’ which will be 
channelized towards enterprise development, capacity 
enhancement, self-employment, and employment 
generation. These could be done through a larger fund 
in line of work of UNCDF in Uganda 
https://www.uncdf.org/article/5668/start-board-
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municipal taxes, entertainment taxes, provides tax rebates 
amongst others. 

 
 Helping migrants to get to doing business: A one-window 

policy should be created to cater to the needs of migrant 
workers with capital and skills set to start up local ventures 
and expedite the process. 

 
 Training and support services: In partnership with the 

private sector and technical schools, adequate knowledge 
transfer, vocational training, and soft skill training programs 
should be carried out extensively. 

 
Entrepreneur funds:  A venture fund (Gandaki venture fund 
or SME fund) could be created which will invest in the capital 
of enterprises with higher growth potential and employment 
generation.  
 

 Start-up business facilitation: To establish a startup business 
facilitation and incubation center in partnership with the 
private sectors. The province can coordinate with the 
National Planning Commission (NPC) 
(http://startup.npc.gov.np/) to facilitate enterprises to attain 
seed capital grants for startup businesses.  

approves-shs-830m-small-business-recovery-fund-to-
support-smes-during-post-covid-19 
 

 Based on the effect of the pandemic, the special 
sectorial program will be carried out to revive sectors 
such as tourism, industry, transportation, construction, 
and other relevant sectors. One of the robust incentives 
have been in Vietnam https://www.vietnam-
briefing.com/news/vietnam-issues-incentives-counter-
covid-19-impact.html/. 

 
 Provide required tools and pieces of machinery to 

industries affected by the pandemic at subsidized rates 
and coordinate with Banks and Financial Institutions 
(BFIs) for subsidized credit. 

 
 

 

Security 
Social security  Ensure proper management of social security programs. 

 
 The provincial government has announced to bring a 

special program for daily wage earners, women, 
marginalized, poor, physically challenged, and senior 
citizens affected by the pandemic. Mapping and 
planning exercises can be done in line with the UNDP 
interventions in Rwanda.  

 



5 
 

Support services  Support for front line staff members representing medical, 
security and administrative services and their families. 

 
 
 Support services for working women crèche, daycare and 

other plans like flexible working hours. 
 

 

 The province government can work with insurance 
companies like in India to create insurance schemes. 
https://www.reinsurancene.ws/gallagher-introduces-
covid-19-cover-for-indias-frontline-workers/ 

 
 These can be done with the support and partnership of 

UNWOMEN.  Learning from some of the best global 
practices. 

 
Medium term Strategy: Employment Generation  
Table 18 Medium-term strategy 
 

Component What: Activities/Programs/Actions How? 
Job Creation through incentives 
Tourism  Look at tourism services as the backbone.  

 
 To enter into a direct agreement with Chinese and Indian 

airports once the airport begins its commercial 
operations. 

 
 Exclusive high-end tourism by providing exclusive rights to 

places and avoid crowding out. 

 Partnership to be explored with Chinese agencies 
like those in Cambodia. For India, marketing efforts 
should be made for UP, Bihar, and West Bengal. 

 
 Work in partnership to create high-end destinations 

like Shinta Mani Resort, Cambodia 
https://www.shintamani.com/ 

 
 

Manufacturing  Electricity heavy, employing semi-skilled or skilled industry 
like automobiles. 

 
 Explore high-end manufacturing to provide jobs that will 

deter migration and employ those who can stay behind.  
 

 Providing leased land for manufacturers and Original 
Equipment Manufacturers (OEMs) and conducting 
pitching with EV auto companies. 

 
 Conduct assessment on the potential of creating 

high-end manufacturing and agro-processing 
industry.  
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Services  High-speed internet to lure ICT jobs away from 
Kathmandu 

 
 Back office services for Nepali companies, like call centers 

for banks of Nepal 
 
 Usage of talent and people  
 

 Exploration of the establishment of data centers in 
partnership with private and government 
institutions.  

 
 A good data center supported by high-speed internet 

can bring business from Kathmandu to Pokhara and 
nearby suburbs. 

 
 
Long-term strategy: Make Gandaki #1 Province for business and living 
Table 19 Long-term Strategy 
 

Five Big Projects 
 

To emerge as a preferred hub for investment, especially foreign investment, and stand out vis-à-vis other provinces. 
Education Project  World-class learning center (like Manipal in India or Boston in 

the US) 
 
 Work on utilizing the existing Pokhara airport for a world-

class university in partnership with global university. 
 
 Allow conversion of existing hotels/resorts into educational 

institutions through incentives. 

 Discussions with World Bank, IFC, ABD, and DFID UK for a 
study on converting Gandaki into an education hub.  
 

 Discussions with the US, UK and Australian Government 
on university partnerships.  

 
 
 

ICT   World-class ICT centers like Bangalore or Silicon Valley. 
 

 Outsourcing hub for Nepal. 
 

 Standard Operating Procedures (SOPs) for startups, 
accelerators, and ecosystem. 

 
 

 Engage in assessment and action plan with the 
Government of Singapore to create a world-class center.  
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Tourism  Combination of high-end low volume and high volume and 
low value international and domestic tourism projects. 
 

 Integrated tourism plans that promote environmentally 
friendly eco-tourism 

 Establish a world-class tourism and hospitality education 
center.  

 

 Development of a tourism master plan for 20 years with 
the help of international partners. The Government of 
Japan and the Government of New Zealand could be 
approached given their interest.  

 
 Exploration to be done with the government of 

Switzerland to partner with educational institutions in 
the country as there are Swiss supported centers already 
operating in Pokhara 

 
Entertainment and 
Adventure  

 Designated entertainment and adventure sports center. 
 

 Incentives for existing projects like zipline and others to 
expand. 

 

 Undertake discussions with large scale global companies 
like Sentosa Development Board, Singapore through the 
G2G model with the Government of Singapore. 
 

Health, Safety, and Security 
  Best nature and environment: Push the concept of recycling, 

re-usage, and renewables (3 R’s). 
 
 
 
 Healthcare and wellness: Aim to become the healthcare and 

wellness center of South Asia. 
 
 
 
 
 
 
 
 
 

 Establishment of the center of study and practices of 
circular economy within the new proposed Gandaki 
University in partnership with Circular Economy 
Taskforce Government of Singapore.   

 
 Host international events and discourses on these 

topics. 
 
 Health center networks with medical colleges and other 

institutions in Kerala, India, and Thailand. Develop 
Government to Government partnership with Kerala 
Province in India and Chiang Rai and Ranong Province in 
Thailand.  
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 Safety:  Ensure the perception of law and order. To ensure the 

safety of visiting tourists and safety along with local citizens. 

 Benchmark with countries with a high level of safety and 
security and build learning partnerships with such 
countries, for instance, like Rwanda.  
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8 Annexure 
8.1 List of Stakeholders Consulted 
 

 S.N. Name of the stakeholder Designation/Organization 
1 Abhinav Churiwal Owner, Higher Ground Adventures 
2 Arjun Poudel Gandaki Taxi Business Public Ltd. 
3 Ashim Gurung Hotel Paradise, Dhampus 
4 Ashim Kayastha Chief Operating Officer, Gandaki Urja Private Limited 
5 Basanta Gautam Director, Temple Tree Resorts and Spa 
6 Basu Tripathi Advisor, Pokhara Tourism Council 
7 Bel Bahadur Basnet Senior Vice-President, Pokhara Construction Entrepreneurs’ 

Committee 
8 Biplab Paudel Chairman, Hotel Barahi  
9 Dharma Raj Thapa Coordinator, Provincial Mushroom Farmers’ Network 

10 Douglas Maclagan Owner, Pavilions Himalaya 
11 Goma Dhakal Owner, Rainbow Handicraft, Pokhara 
12 Gopi Bahadur Bhattarai Chairman, Restaurant and Bar Association of Nepal (REBAN) 
13 Govinda Prasad Tiwari President, Federation of Meat Entrepreneurs, Kaski 
14 Jyoti Chhetri Agricultural Economist, Ministry of Land Management, Agriculture 

and Cooperatives 
15 Kushal Gurung Founder and CEO, Windpower Nepal Pvt Limited 
16 Lucky Karki Chettri Managing Director, Three Sister Adventure Trekking Pvt Ltd 
17 Man Mohan Gayak Vice-President, Nepal Independent Hotel Workers’ Association  
18 Marcus Cotton Tiger Mountain Lodges- Pokhara 
19 Narendra Prajapati Director, Morning Glory Forest Resort and Spa 
20 Nikesh Dwa Managing Director, MidTown Galleria 
21 Niranjan Shrestha Executive Director, Laxmi Group 
22 Nishcal Pokharel President, Heavy Equipment Industrial Association, Kaski 
23 Pragat Shrestha Owner, Foodmood Pvt Ltd 
24 Prakash Dev Palikhe President, Nepalese Young Entrepreneurs Forum (NYEF), 

Palikhe Brothers 
25 Prakash Shrestha Director, EVOKE Café and Bistro 
26 Pritam Buddhacharya Managing Director, United Gold Mart 
27 Shiva Hari Acharya President, Nepal Dairy Association, Gandaki 
28 Sunil Bhattarai Co-owner, Busy Bee Restaurant 
29 Sushma Thapa Pandey Owner, Gunyo Cholo Boutique 
30 Suyash Malla Pokhara Himalayan Meats/ Electro Hub/ Malla Emporium 
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8.2 Discussion Guide 
I. What is the effect of COVID 19 in your business and overall sector? (Storylines from the 

ground, gaps and opportunities, survival? 
a. Revenue and sales 
b. Working capital management 
c. Employment 
d. Bank loan servicing 
e. Supply chain disruption 
f. Post lockdown operations 

II. The effect and implications of this lockdown will trickle down to different actors in the value 
chain and also your internal operations. How do you plan to manage it sustainably? 

III. What were the benefits or support you were seeking pre-COVID for your business/ or sector 
collaboratively via your association at the provincial level? How will those help in supporting 
your business in the post-COVID environment? 

IV. What are the minimum realistic expectation from the provincial government in the 
upcoming budget, policies, and programs to revive the businesses?  

Or,  
V. What are three to four key realistic recommendations to the Government for the revival of 

your business or sector? 
VI. If there is no legit government support what is your biggest fear/risk? 
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