
This event report is based on a webcast discussion on “Trade and Policy Shocks
in Nepal amid COVID-19 Pandemic: Observations, Lessons, and the Way
Forward” by Dr. Raghu Bir Bista, Associate Professor, Department of
Economics, Tribhuvan University, Nepal. The event is organized by Center for
South Asian Studies (CSAS) at IMPRI Impact and Policy Research Institute,
New Delhi. The session was moderated by Dr. Arjun Kumar, Director of the
Impact and Policy Research Institute (IMPRI), New Delhi, India.
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The session began with Dr. Bista’s opening remarks followed by a detailed
informative presentation on ‘Trade and Policy Shocks in Nepal Amid of Covid-19
Pandemic: Observations, Lessons and the Way Forward’. Dr. Bista initiated the
presentation by quoting the father of economics, Adam Smith stating, “Every
man lives by exchanging and furthermore in general, if any branch of trade, or
any division of labor, be advantages to the public the freer and more general
competition, it will always be the more so”. Another quote by Nobel Laureate Dr.
Paul Krugman of which two essential points were highlighted. One of which is
comparative advantage and free trade issues, and it also establishes the
quantified importance of trade in trade liberalism. Nepal has a couple challenges
that it has been facing. One of which is of the ‘Poverty, Inequality &
Unemployment’, whereas the other is of the ‘Poor share of Nepal in Regional –
International GDP and Growth’. 
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Dr. Raghu Bir Bista

Dr. Bista described trade to be a powerful instrument that is utilized to attain
higher economic growth and an improved share of regional and international
GDP for responding to poverty, inequality, and unemployment. The increase in
the focus of Trade Liberalism and Globalization for Nepal was discussed, and
how regionalism in South Asia also plays a major part in the global volume of
trade. Currently, Nepal remains a small contender in the regional and the world
trade scenario.

Nepal’s GDP comparison to World Economy

Nepalese Trade: Direction, Structure and Policy

The Nepalese history of foreign trade and its practices changed over time. The
traditional school of thought traces all the way from 900BC to the 1870’s. Modern
school of thought on Nepalese foreign trade has evolved greatly ever since the
1950’s. Before the 1870’s there existed a lot of barriers and inefficiencies in the
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Trade which was later reformed during the trade liberalization process. A few
major trade policies in Nepal include ‘Trade Policy 1992’, ‘Trade Policy 2009’,
‘15  Plan’, ‘Industrial Policy 2010’ and ‘FDI Policy 2015’. The collective approach
of these policies was to develop an outward looking trade based on trade
liberalism. The main objective of these efforts are to enhance the trade
contributions of Nepal and head towards economic development and poverty
alleviation.

Issues in Trade Performance

‘Structural Barrier’ is one of the key challenges in Nepalese trade performance. It
is assumed that an open border between Nepal and India compliments trade
liberalization and its trade multiplier benefits both countries. The structural
benefit assumption is an invisible and visible driver of informal and illegal cross
border trade in different studies. Its volume and value are both substantial.
Moreover, the illegal cross border trade has promoted security threats not only to
Nepal but also to India. Its negative consequences are a huge fiscal leakage and a
loss of formal cross border trade to both countries.

The other challenge faced is the land locked position of Nepal. To explore new
markets and accelerate the growth of exportable items, Nepal depends
unilaterally on India for free trade and transit as the international right of land
locked country. Furthermore, Nepal also faces the hardships of having ‘Poor
Connectivity and Higher Transaction Cost’. Most of the time the duration of trade
with Nepal exceeds over 10 days. 

Data Gathering Process and Applied Methodologies

The two major objectives of the presentation were to assess the impact of Covid
pandemic shock and anti-Covid policy measures on Nepalese economy,

th



particularly on trade. Besides, to also examine the compensatory policy tools to
survive, stabilize and stimulate the slow-down of the Nepalese economy.

For the purposes of this study Dr. Bista collected secondary datasets of global
Covid-19 cases data from reliable sources such as FNCCI, CNI and NRB websites.
The datasets were formatted in excel spreadsheets, upon which records of Labor
and Real GDP for exporting were analyzed using the SPSS Statistics platform for
Statistical Analysis. The quantitative research design was analytical and empirical
in nature.

Devastating Impact of Covid-19 Pandemic

Covid-19 in SAARC Nations

Nepal’s Covid-19 Cases

Dr. Bista also shared the covid pandemic scenario in Nepal and illustrated
Nepal’s situation in comparison to other nations. He also shares a time series
graph depicting the rise in the number of cases from March 2020 to September
2020. Here a steep rise in the number of Covid-19 cases was noticed right from
July 2020 till September 2020.

Cost-Benefit Analysis, Impact of Covid-19 and Findings

Upon conducting a highly in-depth analysis of the existing data, it was found that
except agriculture, all the other economic sectors in Nepal have slowed down.
This has resulted in a loss of income of many along with a massive scale of
hunger and poverty. All the indicators of the study show that the Nepalese
economic recession is headed towards depression. That being said, the closure of



transportation and communication as a result of the lockdown’s effect is more
than the Covid-19 in terms of GDP.

Recommendations

The government of Nepal should be active, accountable, transparent, sensitive
and responsible to build and mobilize an emergency health care system, plan and
program to minimize the vulnerability of Covid-19 pandemic through testing,
tracking, tracing and providing care. The Nepalese government should play a
leading role to strengthen production and market, along with the health care
system. Nepal should also adopt emergency compensatory policy shocks not only
on the supply side. Nepal and India together should develop a planned
infrastructure to improve authorized trade.

Final Thoughts

Dr. Arjun Kumar 

In this final segment Dr. Bista answered the questions and points raised by the
participants and the audience. The range of questions addressed includes topics
such as whether or not there was a perceivable inflation that was noticed during
the lockdowns in Nepal? How can Nepal and the neighboring states collectively
work to tackle the impact of pandemic? And whether or not a proportion of the
increasing capital investment in Nepal is funded by international players? After
answering these questions, the author and Dr. Arjun Kumar put forth their
closing remarks, upon which the webinar was concluded.

YouTube Link: #EconDevDiscussion | E3 |
Dr Raghu Bir Bista | Trade and Policy

https://www.youtube.com/hashtag/econdevdiscussion


Shocks in Nepal amid COVID-19
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