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ABSTRACT

The study assesses the likely consequences of COVID-19 in the forest
sector of Nepal, focusing on timber production and rural livelihoods. The study
conducted telephone interviews along with a review of the secondary source of
information and consultations. The timber production in 2020 is likely to decrease
by 80% compared to previous years, resulting in a monetary loss of NRs 647.0
million. Furthermore, local community will lose 147,447 days of employment,
amounting NRs 117.9 million. This will make livelihoods of the people more
vulnerable. Returning of youths from abroad can further escalate biodiversity
threats. Timber import is likely to increase in the country, thus impacting on local
level employment opportunities. Both long-term and short-term strategies are
necessary to revive the timber production and rural livelihoods, where priority
should be on increasing investment in the forestry sector. However, public-sector
investment is declining. Hence there is a need to expand conservation finance
portfolios to incentivise rural people on timber production and achieve synergies
between conservation and livelihood outcomes.

Keywords: Timber - employment - timber import - livelihoods - conservation -
consequences
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INTRODUCTION

In Nepal, forests cover 44.7% of the landmass of the country, of
which more than one third of the forests (2.39 million ha) are handed over
to the local communities for its protection, management and sustainable
use benefitting 2.9 million households (MoF 2020a). Timber are produced
from the three main sources in the country, which include (a) government
managed forests including collaborative forests (b) community forests
and (c) private land, including trees on farmland and private forests (MoF
2020a). Of the total timber produced in the country, private land supplies
nearly nine tenth (86.6%) of the timber volume produced in the country
followed by the government managed forests (7.7%) and community forests
(5.5%). According to the Economic survey of the fiscal year (2019/2020),
forests produced 10.2 million cubic feet of timber and generated government
royalty of NRs 279.9 million. In addition, timber is also the main source
of income of the rural communities, which contributed to more than half
of the total forest income(Meilby et al. 2014). Rural communities are
using income on forest management and community development, which
had diversified the rural livelihoods (Lund et al. 2014, Baral et al. 2019).
However, social safety nets are weak in the developing countries, which
often leads to increased unemployment, poverty and food insecurity in the
crisis (FAO 2020).

Corona Virus Disease (COVID-19) pandemic has hit all sectors
of economy, where the impact would be quite immense in the agriculture,
industry, tourism, and remittance (ADB 2020). Furthermore, the condition
is becoming worse day by day and posing enormous health, economic,
environmental, and social challenges (Chakraborty and Maiti 2020).
Restrictions on physical activities had impacted forestry activities, especially
on timber production and supply chain, which had put the livelihoods and
forest-based industries at risk (FAO 2020).The strict lockdown period
of the country (March- June) coincides with the peak timber harvesting
season of the country (between February to July). According to the Forest
legislation of the country (Forest Rule, 1996), the timber can only be
harvested between mid-October to mid-June. Surprisingly, the government
did not consider this reality. Consequently, forestry sector has not been
recognized as the essential service sector, thus resulting in many restrictions
during the lockdown, especially on the movement, harvesting, logging,
and transportation. This is because of two obvious reasons. First, the
forest sector is seen as more resilient because harvesting cycles are longer
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compared to other commodities. Secondly, the sector has a very nominal
contribution to the national economy (less than 1% on the total revenue
received by the government in 2019 (MoF 2020 a).But its contribution in
subsistence economy is largely ignored that accounts for a sizable share
of national income, which ranges between 3.0-11.3% of total household
income (Meilby et al. 2014).

The effect of the current COVID-19 pandemic on the forestry
sector has not been explored, especially focusing on the timber production
and its consequences on the rural livelihoods. This issue become more
important when forest products remain important to most households in
Nepal in (Meilby et al. 2014).0On the contrary, recent literature highlighted
the positive side of the COVID-19 or lockdown, such as strict quarantine
benefits environment (Wang and Su 2020) or ecosystems are being greatly
recovered (Chakraborty and Maiti 2020). Can we sustain these impacts
in the long run? What are the consequences to the national economy and
to the people who depend on ecosystem goods and services? Hence, this
paper explores the impact of COVID-19 focusing on timber production and
suggested measures to cope with the current crisis.

MATERIALS AND METHODS

The study relied on the qualitative methods for an in-depth study of
real-world problems from the perspective of participants (Yin 2014). The
methods comprise the desk review, telephone interview, and interactions.

The study reviewed research papers and grey literature (newspaper
articles and blogs) to understand consequences of the COVID-19 pandemic.
The study reviewed the timber production and import statistics, forestry
legislations, economic survey, and Government of Nepal budget speeches
and program to understand how current policy provision will influence on
the COVID-19 recovery plan of the forestry sector.

The study was conceptualized in the lockdown period. Face to
face interview was not possible. Hence, telephonic interview method was
followed. This enabled us to interact freely in a limited period and very cost-
effective. Furthermore, this method was proved to be effective in collecting
information when interviewers clearly understand subject (Musselwhite et
al. 2007).The study identified three categories of the respondents, which
include (a) forest officials working within the aegis of the Ministry of
Forests and Environment at the national and sub-national levels (b) forest
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user groups leaders such as chair, vice chair, secretary and treasurer and
(¢) timber entrepreneurs, such as sawmill operators, timber contractors and
collectors. The interviews focused on (a) what are major consequences of
the COVID-19 (b) How the current crisis had affected the livelihoods of
the forest-dependent people and (c) What could be done to cope with and
mitigate the current crisis in the sector?

The study followed a purposive sampling method and also relied
on the existing network to collect information. The study identified the list
of the persons whose telephone number were available and called them
randomly. A total of 82 respondents were selected purposely comprising
of 33 forest officials working; 20 forest users groups' leader; and 24 timber
entrepreneurs. The response rate was nearly 80%.Each interview lasted
for12-15 minutes. The study purpose was explained to respondents,and
consent was obtained. Respondents were scattered throughout the country,
representing all the physiographic regions and the provinces. The study did
not encounter any noticeable problems during the interview because of a
long-term working relationship with the respondents and had mutual trust
in each other. Likewise, none of the participants left the interview in the
middle. But still, the study could not meet the target because some were
not reachable due to changes in their contact number. Likewise, some were
unaware of the present situation since they were currently out of their duty
station/villages or shifted to other work.

We conducted the interview with the respondents, till we got
a new information on the COVID consequences. Besides, authors also
participated in dozens of recent webinars to understand expert opinions
on consequences and way forward. Data were analysed qualitatively and
shared with selected senior government officials, forest entrepreneurs,
and researchers using online platforms. While most of the respondents
confirmed with the study findings, few further provided explanations and
additional information.

RESULTS
Perception on COVID-19 Consequences

The respondents reported that the COVID-19 has both positive
and negative consequences (see table 1). The positive includes lesser
disturbance to the wildlife habitat, low carbon emission, and pollution and
increased observation or sighting of the wildlife. However, these positive
consequences are short term in nature and for the time being only. It will
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vanish once the lockdown is lifted or even ease down. A government
official said, Are you crazy? How can a devil bring a positive impact? 1
hardly recall any positive impacts. Whatever positive impacts others
are claiming, have they analysed the consequences of it from the human
well-being, and conservation perspectives. The footprints of these short-
term benefits will have adverse consequences on both the forests and the
peoples' livelihoods in the coming days. Have you observed that hunting
and poaching have increased? People are jobless, and trees are lying inside
the forest. As evident from Table 2, the main consequences would be a
decrease in revenue or income, followed bya lower quantity of the forest
product harvest and loss of income and employment opportunities. Other
consequences include pleasure hunting and investment-related risks of the
forest entrepreneurs.

Table 1: Consequences of the COVID-19

Unit: % of respondents

F
Forest orest user Forest

\J
Consequences officials groups entrepreneurs Overall
(n=33) leaders (n=24) (n=77)
(n=20)
Positive consequences
Less disturbance to wildlife
habitat 6.1 20.0 12.5 11.7
Low carbon or pollution 6.1 5.0 83 6.5
Wildlife observation
increased 12.1 20.0 8.3 13.0
Negative consequences

Decrease royalty/ revenue 84.8 90.0 83.3 85.7
Low quantity and quality
of forest products harvest 75.8 75.0 62.5 71.4
Loss of income and
employment 60.6 70.0 83.3 70.1
Pleasure hunting/ Poaching 60.6 90.0 50.0 64.9
Investment related risk/
uncertainty 15.2 40.0 83.3 42.9
Poor implementation
of forest management
practices 242 60.0 50.0 41.6
Increase dependency on
firewood 21.2 60.0 16.7 29.9

licit felling/hunting 242 25.0 20.8 23.4
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Timber Harvest Volume

During the interaction, majority of the respondents perceived
that only 15-20% of total timber production potential in their locality is
harvested; harvesting permits are issued for 30-40%, and processes are
yet to be initiated for the rest (40-55%). Almost all respondents mentioned
that timber production would decrease by 60% to 80% compared to the
previous year. Furthermore, forest officials cannot issue harvesting permits
or initiate harvesting after the mid of June according to the present forestry
legislation (Forest Regulation, 1995 rule (16). Thus, a timber production
would likely to decrease in the country, A forest official said, "I am not even
in the position of issuing the harvesting permit anymore. I am yet to monitor
the harvested plots. I have very limited human resources. My priority will
be to monitor those plots rather than issuing the new harvesting permits.
My job will be in danger if the forests are over-harvested. Why should 1
take a risk?

Timber entrepreneurs and forest user group leaders mentioned
that harvesting would be around 20-30% of the last year's timber harvest.
Though the timber harvesting season officially starts from mid-October
in Nepal, most of the forest user groups approached the concerned forest
offices lately, i.e., mostly during the second week of January. This is a very
common practice because of the peak farming period (paddy harvesting
and wheat cultivation)and the festival seasons. While most of the forest
user groups are yet to initiate harvesting or receive harvesting permits,
the government issued a circular on 28 May 2020 imposing restriction on
harvesting of the timber. While the main justification was to combat the
illegal harvesting of the timber, this situation has further decreased the
volume of timber production in the country. As a forest user group leader
said, we never know COVID-19 will be pandemic, and we will be under
lockdown. Now we cannot even harvest a single tree this year because of
the government recent circulars. We get a good lesson this year; never
wait till the last moment. Guided by the above, the study estimated the
likely volume of timber production in 2020 (Table 2). There will be a sharp
decline in timber production compared to the previous year.
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Table 2: Timber production in 2018/2019 and estimated timber production
in 2020

Item Unit 2018/2019° 2020™
Government forests”

Timber production” Cubic feet 560,250.9 112,050.2

Firewood production Chatta 79,532.6 15,906.5
Private land (Private forests and trees on farmland)

Timber production Cubic feet 6.338242.6  3.802.945.5

Community forests
Timber sale from

community forests Cubic feet 422,727.3 84,545.5
Firewood sale from
community forests Chatta 394.6 8.9

Source: "DoF 2018; ** Estimated based interaction with the respondents;

Note: "~ This figure does not include the total timber production volume of the
community and collaborative forests(Divisional Forest Office records)

The study estimated that timber production from the government
forests would be 112,050.2 cft which is only 20% of the total volume of the
timber produced in last year volume. This is mainly because the government
issued a circular on 28 May 2020 restricting the timber harvesting from the
government forest in light of the current COVID-pandemic (MoEF, 2020).
The private land, especially on tree on farmland, homestead and private
forests are becoming an important source of the low value timber in the
country and supply to the forest-based industries, such as plywood industry
and for construction purposes. The study estimated that timber from the
private land would decrease by 60% of timber volume compared to the last
year. Likewise, forest user groups sale of timber and firewood outside the
group would decrease by almost 80% compared to last year.

Monetary Loss

Monetary loss from timber will occur at three levels. The
government loses royalty, forest user groups lose their income from the
sale of timber and firewood, and timber entrepreneurs will lose money
who have already made pre-investment to support forest user groups for
harvesting and logging operations. The total monetary loss at three levels
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has been estimated NRs 647.0 million (see table 3),where government
royalty loss of NRs 300.5 million excluding the income and royalty of
timber from private land. This study does not estimate for the private land
with the assumption that trees can be harvested once the lockdown is lifted.
Respondents argued that timber trade from community forests will decrease
by 70-90% compared to the previous year. Consequently, forest user groups
will lose NRs 273.1 million. Generally, timber entrepreneurs were making
pre-investment of NRs 217.2/per cft for supporting harvesting and logging
operations. However, most of the timber entrepreneurs saw a bleak chance
of getting back their return. They reported that they could hardly recover
10-30% of their pre-investment. If they would be only able to recover 20%
of their pre-investment, their investment risk is NRs 73.4 million. This is
mainly because they had already provided financial support to the forest
user groups and other people in the value chain. This will also impact on the
livelihoods of the people, who are dependent on forest resources in general
and timber economy in particular.

Table 3: Estimated timber revenue/incomeloss
Unit: NRs million

Estimated Loss

Item 2018/2019° (2020) Remark /Assumption

The government royalty

G t il d by 80%

overnmen 375.7 751 3005 M ecrease by 0%

royalty compared to the previous
year

Users can trade only 20%
341.3 68.3 273.1 of timber in the market
compared to previous year

Forest user
group income™

Entrepreneur Invested NRs 217.2/cft to
. . 0 128.1 73.4 )

investment risk access timber

Total 647.0

Source: "DoF2018; “amount is calculated based on the sale quantity of timber
and firewood mentioned in table 3 multiplied by NRs 800/cft and NRs 8000/chatta
respectively
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Rural livelihoods

COVID-19 hasalso impactedin the current year government
expenditure as well as next year's program. In March 2020, the Ministry
of Finance issued circular suspending the fund allocated for capital
expenditure and instructed not to initiate new interventions. The forest
officials suspended all forest conservation and community infrastructure
construction work, which has the potential to generate local employment.
A forest officer said, "We have view tower construction and plantation
program which will generate employment of 200 days. However, we
cannot implement it though we have completed preparatory work. When
there is no employment in the other sector, we should work to create
employment opportunities. Government officials estimated around 30%
of their development budget will getfreeze this year. Furthermore, the
forestry sector budget has declined by 9.1%, i.e., from NRs 13,830 million
in 2019/20 to 12,785.3 million in 2020/21, where the sharp fall is observed
on capital expenditure, by 23.3% (MoF 2020a).This will affect both forest
conservation as well as livelihoods.

Timber harvesting generates employment opportunities. Interactions
with timber entrepreneurs,including a review of government norms,reveal
that the local community will generate income of NRs 150.8/cft of timber as
a wage while working on tree marking, felling, piling, logging, and storage
operations. As timber harvesting quantity has decreased by 786,382.6 cft
this year, the local community will lose NRs 117.9 million, equivalent to
147,447 days of wage during this harvesting period (January-June).

Forest user groups are using their income to implement forest
management, rural development, and livelihood improvement programs
and creating a paid employment of two to four days per household.
However, they could hardly afford to implement such a program this
year. A chairperson of forest user group said, every household gets a paid
employment of two days during the timber harvesting operations and also
about two days in community development work. However, we would
hardly provide such benefits this year. Income from forest user groups would
decrease drastically, which will impact the life of the people. According to
the Community Forest Guideline 2014, forest user groups should spend at
least one-fourth of income on pro-poor programs. However, many forest
user groups reported that they would face challenges even on bearing forest
management costs, especially on deploying the forest watchers and paying
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their salary. A CF leader said, "I would have no income from my forests.
How can I support my poor members who need livelihood protection or
relief support at the current pandemic? It indicates that there will be no
income-generating activities.

During the COVID-19 pandemic, the country is passing through
the lockdown, and no economic opportunities exist in the cities or urban
centers. Consequently, people return to their villages, and a reverse trend
of migration happens (from urban to rural). A CF leader said, around
80% of the members have returned to the villages during the lockdown
period, of which most are youth. Many youths who hardly spend a few
days in the villages have a lot of leisure time and often collude with others
for"pleasure hunting." Almost all forest officials perceived that threats
to wildlife have increased during the lockdown. There were more than a
dozen of the media reporting on illegal wildlife hunting, however much
more incidences are unnoticed. A forest official said, "I have registered
three wildlife-related crimes in my duty station within a two-week period,
of which none have featured in media."Moreover, the lockdown provided
a favorable environment for the poachers and hunters since the priority of
the security forces has shifted on minimizing COVID-19 outbreaks. A CF
leader said we have now observed the pleasure hunting. This may become
a livelihood strategy for the youths in the absence of economic activities.
COVID-19 pandemic has further increased firewood dependency. In rural
areas, people were using LPG gas for cooking food. However, the supply
system is affected either by lockdown or limited cash flow in the family.
Consequently, villagers are shifting on firewood. A CF leader said, "Before
the Corona, very few families were using firewood. About 67% of the
families use firewood now. If this situation continues for another next
month, I can bet that everyone will use firewood. How can we save our
forests with an empty stomach?"

Future Priority

Majority of respondents (see table 4) suggests for amending/relaxing
current timber harvesting rule, especially on allowing of accumulated
harvesting of this year in the subsequent year; followed by implementing
quick impact livelihoods interventions and impose taxes on timber imports
to safeguard the national timber and forest-based industries. In the long
run, the government should give priority in implementing programs
having potentiality to generate local level employment opportunities while
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expanding conservation finance portfolio, especially for generating fund to
incentivize conservation.

Table 4: Priority strategy to cope with the current crisis
Unit: % of respondents

Forest User

Forest Forest
Priority strategy officials groups entrepreneurs varall
(n=33) leaders (n=24) (n=77)
(n=20)
Immediate intervention
Amend harvesting rule,
especially allowing 60.6 60.0 833 675
accumulated quantity in
next year
Implement quick impact
livelihood interventions/
income generating 45.5 75.0 25.0 46.8
activities
Impose import taxes
on timber imports to 36.4 70.0 667 545
safeguard national
production
Increase budget/finance 36.4 70.0 83.3 59.7
Provide incentive/subsidy/ 303 25.0 50.0 35.1
grants
Long term priority
Promote forest-based
rocessing enterprises,
?ncludinggmechgr)lisation 63.6 300 292 442
of timber harvesting
Strengthen sustainable
forest management
practices 12.1 60.0 8.3 23.4
Provide soft/subsidised
loan 12.1 15.0 83.3 35.1
Expand conservation
finance portfolio 36.4 40.0 333 36.4
DISCUSSION

Domestic production of timber and government royalty would
decrease drastically (Table 3), which is consistent with the recent economic
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survey report of Nepal, which estimated that timber production and forests
royalty has decreased by 46% and 600%, respectively, compared to the
previous year (MoF 2020a). In Nepal, timber production is often hindered
by imperfect policy, legislative and bureaucratic hurdles, along with high
transaction costs(Basnyat et al. 2019, Basnyat et al. 2018). Generally,
increment in the forest product volume (timber in our case) is harvested
according to the management plan. However, the increment in the timber
stock volume cannot be harvested next year if no harvesting is carried out
within the current year despite timber is not perishable like agriculture
crop. Furthermore, this will impact on the sustainable management forests,
since the plan are not implemented according to the prescriptions. As
timber would remain in the forests,this will affect both the national treasury
as well as the forest users' income. Considering the present crisis, the
government should make a policy decision to allow harvesting of increased
timber volume of the last year in the preceding year, aiming to boost timber
production. Besides, this will generate funds in the current crisis without
having adverse consequences.

In Nepal, domestic timber production is not enough to meet the
national demand. In 2020, the country imported 0.78 million cft of timber.
However, timber import volume has decreased compared to previous
year, which was 0.98 million, in 2019(MoF 2020a). This has happened
because of the increased in timber production. The timber production was
9.0 million cft in 2018 which reached to 19.4 million cft in 2019. (MoF
2020b). However, production volume has now decreased to 10.3 million
in 2020. Furthermore, the study estimated that timber production in the
country would decrease by nearly half because of the imposition of the
strict lockdown in the country. It seems that timber import will increase
despite the government's priority to reduce import. Hence, challenge
remains to increase timber production and safeguard the domestic timber
industry. Thus, the government should impose COVID-19 tariff on timber
imports, aiming to protect national timber entrepreneurs' investment. This
generated fund shall be explicitly utilized in COVID-19 recovery programs
in the forestry sector, especially to incentivize forest user groups and timber
entrepreneurs.
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People's livelihoods are under threat. While the government
expenditure on forestry sector has declined, the forest user groups would
struggle to implement forestry and rural development programs. With more
than 40% of the country's land is under the forests, this sector is going to
face unprecedented challenges in the future. The unemployment rate in the
country will increase,while three out of five people are already out of a job
(Koirala 2020).Besides, around 3.5 million people may return from abroad
who migrated for foreign employment (Shrestha and Mandal, 2020). Most
of them are rural inhabitants. In the absence of other livelihood options
in the villages and the increasing unemployment, forests would be the
primary potential source of rural livelihoods. The current pandemic has also
threatened the existence of wildlife. Furthermore, incidences of wildlife
poaching, and hunting, illegal harvesting of the non-timber forest products,
and timber are often reported during the lockdown. In reduced flow of
financial resources, forest users' groups are not able to (a) sustain watchers
or doing regular patrol against the threat of poaching and disturbance of
the habitat for collection of herbs as well as forest fires, (b) do regular
habitat improvement and forest management activities such as plantation,
fire management, cleaning operation (c) construction of the community
infrastructures. If forests cannot contribute to people's livelihoods in the
current pandemic, generating peoples' participation in forest conservation
would be remote in the future. Hence, at the juncture of unprecedented
tragic time, the intervention on the forestry sector needs to be implemented,
aiming to generate both short-term and long-term income and employment.
The forests sector should now think proactively about how to create more
forest-based employment in the coming days to reduce direct threats in the
forests. Possible options would be to provide incentives and subsidized
loans to establish forest-based industries, aiming to create local-level
employment, among others. The local and provincial governments should
provide incentives to establish a forest-based enterprise.

The timber-based industries in 2014 have invested over NRs
18.2 billion and generated employment to 812,090 sustainable full-time
equivalent jobs (Subedi et al. 2014). The study indicates that the investment
of forest entrepreneurs is at risk. Likewise, their business turns over will
decrease drastically and will even face difficulties in retaining human
resources. In the current situation of the pandemic, the government should
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support those industries on accessing the subsidized loans, especially for
establishing value-added forestry enterprises, which will not only create
employment but also reduce the import. Maintaining the self-sufficiency
economy should be the priority and lessons in the current pandemic.

In the post-COVID-19 scenario, forestry will be the less priority of
the country since it has not been accounted as a strong pillar of the Nepalese
economy. The sector has a very nominal contribution (less than 1% on the
total national revenue(MoF 2020a).Budget allocation from the national
treasury is very minimal and even in a declining trend. In the current
situation, the priority of the national government, as well as the development
partners of Nepal, will naturally shift in the health sector. According to
the Ministry of Finance, COVID-19 assistance portal (2020), development
partners had expressed financial commitments of US$ 13.8 million for
the recovery from COVID-19 pandemic, of which 6.4 million has been
disbursed already (MoF2020c). The assistance largely focused on health
sub-sector, women empowerment, and reproductive health. Furthermore,
forestry sectors' contribution to the national and local economy would
decline because of the limited flow of international visitors in the country
impacting conservation area income, limited harvesting of the timber and
non-timber forest products, and decrease in the financial assistance from
the government and development partners. In this scenario, the Ministry
of Forests and Environment and different development partners working in
the forest sector should design different innovative biodiversity financing
mechanisms to expand conservation finance portfolios. Some of the
possible measures could be crowd funding, philanthropic donations, and
implementation of the localized payment for ecosystem services, including
realigning expenditure.

CONCLUSIONS

The monetary loss in the timber sector alone is estimated at around
NRs 647.09 million. Likewise, the local community loses NRs 147,447 days
of employment during this harvesting period (February to June), amounting
to NRs 88.9 million. The consequences discussed here are preliminary and it
requires a comprehensive assessment covering different sub-sectors within
the forestry. Nevertheless, this will be helpful to understand the magnitude
of the impacts and devise appropriate mitigation options for developing
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the recovery plan and thereby initiate deliberate discussion among the
stakeholders.

Our analysis reveals that timber import in the country likely to
increase while rural peoples' livelihoods will be more vulnerable. With the
limited budget to finance the forestry program, both the government and
community will struggle to finance the sector. Furthermore, the protection
and reviving of the forestry sector in the Post COVID-19 situation is
urgent. Hence, the study recommends implementing long-term and short-
term strategies to protect the timber business in the country. The short-term
strategy could be relaxing the provisions of current timber harvesting,
implementing quick livelihoods intervention, imposing COVID-19 tax
on timber import, implementing crowd funding, incentivize conservation,
and recognizing forestry as the essential services. In the long run, the
country should encourage establishing forest-based processing industries
to generate sustainable employment. Finally, the Ministry of Forests and
Environment should design and implement different finance solutions to
diversify the current conservation finance portfolio to achieve synergies
between conservation and livelihood outcomes.
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