THE EFFECT OF COVID-19 PANDEMIC ON THE TOURISM
SECTOR, AND ITS PATH TOWARDS RECOVERY: A CASE
STUDY OF THE HOMESTAY INDUSTRY OF THE

KATHMANDU VALLEY IN NEPAL

Akshata Mathema

A Thesis Submitted in Partial Fulfillment of the Requirements for the Degree of

Master of Science in Development and Sustainability

Examination Committee: Prof. Mokbul Morshed Ahmad (Chairperson)

Dr. Takuji W. Tsusaka
Prof. Kyoko Kusakabe

Nationality: ~ Nepalese

Previous Degree:  Bachelor of Business Administration in Marketing

GD Goenka University, India

Scholarship Donor:  AIT Scholarships

Asian Institute of Technology
School of Environment, Resources and Development
Thailand
December 2022



AUTHOR’S DECLARATION

I, Akshata Mathema, declare that the research work carried out for this thesis was
in accordance with the regulations of the Asian Institute of Technology. The work
presented in it are my own and has been generated by me as the result of my own
original research, and if external sources were used, such sources have been cited. It is
original and has not been submitted to any other institution to obtain another degree or

qualification. This is a true copy of the thesis, including final revisions.
Date: 6™ December, 2022

Name (in printed letters): AKSHATA MATHEMA

Signature /

i



ACKNOWLEDGMENTS

First and foremost, I would like to thank God for blessing me with the opportunity to
obtain education. Though education is categorized as a basic need, we all know that
thousands of people all around the world are fighting for their rights to claim these
rights. So, being able to pursue a master’s degree at Asian Institution of Technology

(AIT) is a blessing that cannot be taken for granted.

Secondly, I would like to thank my advisor, Prof. Mokbul Morshed Ahmad, without
who’s time, advices, and feedbacks, the thesis would not have been possible. His
valuable suggestions and comments contributed greatly towards the successful
completion of the study. I would also like to extent my sincere gratefulness towards my
committee members Dr. Takuji Wen Tsusaka and Prof. Kyoko Kusakabe for their

generous assistances and advices that helped improve my study even further.

Furthermore, I would like to thank Mr. Suraj Bastola, Treasurer of the Homestay
Association of Nepal (HOSAN) for supporting me in the overall data collection process,
and helping me get in touch with all the Homestay respondents for the study. I would
also like to express appreciation to Ms. Ranu Shah, Manager at Nepal Tourism Board
(NTB) and Dr. Anu K Lama, Tourism Expert at ICIMOD for sparing their precious
time, and sharing their valuable knowledge regarding the subject matter. Without their

assistance, the study would have been impossible.

I would also like to thank the readers who read this paper. I appreciate your time and

interest on my paper.

Lastly, I would like to acknowledge the constant support and encouragement provided

by my family, which strengthened me in conducting and completing the study.

My heartfelt gratitude to all.

il



ABSTRACT

The COVID-19 pandemic is an ongoing global pandemic effecting individuals,
organizations and economies all around the world. Tourism Sector, has suffered
greatest due to the pandemic. Nepal’s economy relies heavily on this sector. Homestay
Industry is an accommodation providing industry within the sector, where host families
welcome guests into their homes, and provide an authentic, one-of-a-kind experience.
This industry was pushed to a standstill situation due to the lockdowns and travel
restrictions brought by the pandemic. Despite that, there has been minimal to no

researches conducted regarding this. In order to address the gap, this study is conducted.

Kathmandu Valley was chosen as the study area. Questionnaire survey and Key
Informant Interviews (KII) were conducted with the respondents. The study used a
mixed method of both quantitative and qualitative data analyses. The analyses

depended heavily on primary data due to the lack of sufficient secondary data available.

Findings showed that the economic flow of Community Homestays were affected more
by the pandemic compared to Private Homestays. Though the businesses suffered
economically in 2020 and 2021, most business owners expected satisfactorily business
performance in 2022. More than half businesses did not take measures to recover from
the pandemic, insisting to wait for improved situation, before taking measures. Most
common measures taken was renovation targeting future business prospect. Only half
of the financial support were provided by government were applicable for Homestays.
Hence, it can be said that the pandemic has a devastating impact on the Homestay
Industry, but even so, little to no measures have been taken to recover from it. Most
governmental support provided, have not reaching the stakeholders of the industry,

pushing the industry further away from recovery.

To deal with this situation, firstly the Homestay Association of Nepal (HOSAN) and
Nepal Tourism Board (NTB) must encourage the stakeholders to take recovery
measures, by providing technical and vocational support. Accessible financial support
targeting small scaled business owners should be provided. Lastly, awareness programs
regarding possible recovery measures, and the use of financial support provided should

be conducted.
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CHAPTER 1

INTRODUCTION

1.1 Background of the Study

1.1.1 Homestay Industry

Homestays refers to a tourist accommodation facility, where travelers are welcomed
into the homes of the local people, living in the locality that they are visiting (Regmi,
2018). The industry provides affordable accommodation services for travelers, while
also provides an opportunity for self-employment and profit generation for the host

families.

The Homestay business model was legally introduced in Nepal in 2010 through the
Homestay Working Procedure, 2067 Act. The main objective of the act was to provide
self-employment and profit-generating opportunities for all the employment-seeking
individuals in the country, aimed to achieve The Sustainable Development Goal (SDG)
8: Decent Work and Economic Growth. The Act separates the Homestays into
Community Homestays: a group of Homestays (minimum 5) coming together and
conducting business activities as one; and Private Homestays: Homestays conducting

business activities individually.

However, on the other hand, it also needs to be noted that since opening a Homestay
requires a home with a minimum set of standards such as at least 1 extra room for the
guests, a hygienic kitchen and toilets, and an aesthetic traditional look, not all
individuals of the country can afford to start a Homestay business. Since most
Homestays are run by the owners themselves, it does not provide employment
opportunities to non-owner employees. Hence the industry can further add to the

economic inequality of the country.



1.1.2 The effect of COVID-19 on the Tourism Sector and the Homestay Industry

In the year 2019, tourism was considered one of the largest and leading economic
sectors worldwide (UNWTO, 2020). The sector alone contributed about $8.9 trillion
global Gross Domestic Product (GDP), which was one-tenth of the total global GDP.
The sector was also responsible for providing 1 out of every 10 jobs provided all around
the world (WTTC, 2019). In the context of Nepal, in 2019, tourism alone earned $651
million worth of foreign currency, contributed to 4% of the national GDP, and provided

employment to 5% of the total workforce (UNDP, 2020).

However, after the declaration of the COVID-19 pandemic on the 11" of March 2020
(WHO, n.d), the tourism sector witnessed grueling changes and challenges. Concerning
the annual Economic Impact Report (EIR) published by World Travel & Tourism
Council, the tourism sector faced a loss of almost $4.5 trillion in 2020, a drop of 49.1%
of the global GDP contribution made by this sector, and a loss of 62 million jobs
worldwide (WTTC, 2021). In Nepal, due to the pandemic, the national economy faced
a 14.37% loss (Ulak, 2020), and tourist arrival dropped by 80% in 2020 compared to
2019 (GoN, 2020).

Some of the major events caused due to COVID-19, which were Achilles' heel for this

sector are as follows:



Figure 1.1
Major events caused due to COVID-19 pandemic.

13/1/2020 A Nepali student who was studying in China returned to Nepal. The student showed symptoms of the
COVID-19 and was tested positive soon after.

24/1/2020 First press meet to update on COVID-19, chaired by Secretary was held. A Thermal Scanner was installed at
Tribhuvan International Airport.

28/1/2020 The trading border with China was closed. HEOC started publishing daily Situation Update on CoVID-19.

10/3/2020 On-arrival visa for non-citizens from 5 COVID-19 hotspots were suspended.

11/3/2020 Mandatory self-quarantine of all individuals arriving from the eight nations (China, Italy, Spain, Iran, South
Korea, Germany, France, and Japan) that had community spread was initiated.

23/3/2020 All international borders were sealed

24/3/2020 1st Nationwide lockdown imposed

Ar/aas Ist Lockdown ends.

18298 Nepal's airports reopened to international and domestic commercial air travel.

29/4/2021 Lockdown 2.0 imposed

1/9/2021 End of Lockdown 2.0 in Kathmandu Valley

21/9/2021 Reopen of Nepal India Border

Siiria Nepal imposes ban on entry from 9 countries amid the spread of Omicron variant

10/3/2022 Nepal fully open for fully vaccinated travellers

Sources: GON, 2021, Prasain, 2021 and Banerjea, 2021, Jha, 2021, Business Standard
2021, GoN Department of Immigration, n.d.

With the main concept of Homestay being “bringing togetherness, socialization, and
sharing of culture”, and the pandemic has restricted people from doing just that, the
industry has faced immense difficulties due to the pandemic. Due to this, Homestay
owners in Nepal have lost their incomes and their livelihoods. They have also lost hope
of recovery for at least a few years even after the end of pandemic (The Kathmandu
Post, 2020). Due to this, the 389 houses affiliated to the Homestay Industry (GoN, 2020)

faced economic challenges due to the pandemic.

1.2 Statement of Problem

The tourism sector is a vital asset to the economic circulation of Nepal. From the

country’s foreign currency reserve to employment opportunities, this sector plays a



huge role. But the standstill situation caused by the pandemic on this industry has put
an immense strain on the country’s economic condition. Even after the lifting of the
lockdowns, the sector is still struggling to recover. As a result of this, along with the
overall economic impact put by the pandemic, Nepal in the year 2022 is in a condition
where its foreign exchange reserve is running out (Nath, 2022) and its GDP is at an all-

time low (ADB, 2022). Hence, it is essential to focus on the recovery of this sector.

Before the pandemic, the Government of Nepal (GoN) had declared the year 2020 as
the Visit Nepal Year 2020 campaign (VNY 2020) with the target of hosting 2 million
tourists (Gautam, Khatri, 2021). Due to this, the stakeholders of the sector made
ambitious plans and investments to maximize economic gain. But due to the pandemic,
this campaign was canceled, leaving these stakeholders disappointed. One of the
industries within the tourism sector that have faced this disappointment is the Homestay

Industry.

The Homestay Industry, being a new but popular business model in the country, is an
important accommodation capacity-boosting industry within the Tourism Sector.
Along with that, the industry is also seen as a tool for sustainable tourism (Bhakuni,
Kumar 2020). With the increasing social inequality, environmental degradation, and
economic crisis faced by the world, especially the developing countries, the need for

businesses with sustainable models, such as Homestay businesses are increasing.

However, the pandemic and the existing risk caused by it have resulted in significant
damage in the industry. It is important to promote recovery strategies for the industry.
Though the COVID-19 situation of Nepal, since the month of March 2022 has
improved, with less than 100 new cases per day (Google News, n.d), there is still a risk
of new variants of the virus emerging, causing further damage. It is essential for the
government to provide funds and reliefs to the stakeholders involved in this sector to

support and ease the process of recovery.



1.3 Research Question

1.3.1 General Research Question

How has the Homestay Industry of Kathmandu Valley, Nepal transitioned from the pre-

pandemic phase, to the path of recovery?

1.3.1 Specific Research Questions

1. How has the COVID-19 pandemic impacted the economic condition of the
Homestay affiliated homes to change over the time frame of 2019 to 20227

2. What are the response methods that are being used by the Homestays to recover
from the economic damage caused by the COVID-19 pandemic?

3. What was the role of the grants and support provided by the Nepal Rastra Bank,
targeted towards the Tourism Sector, in the recovery of the Homestays

Industry?

1.4 Rationale of the Study

Today, in the 21% century, the rapidly expanding globalization and capitalism is leading
to extreme climatic conditions, marginalization of vulnerable groups, decreasing of
food security, and further increase in inequality, especially in the developing countries
(Mair, 2020), putting a great strain on the global economic viability, social inclusivity

and environmental protection.

In order to deal with this situation, it is important to promote sustainable business
models. Homestays are considered as a tool for sustainable tourism (Bhakuni, Kumar
2020) as it follows a sustainable business model. A sustainable business model is a
model where the businesses are able to create economic value, while maintaining, or
even regenerating social, economic and environmental capital (Bocken, 2020).
Homestay business model focuses of displaying the natural beauty and existing cultural
heritage of local communities, rather than relying on huge infrastructures, foreign

trends, or heavy machineries.

In the context of Nepal, there has been many research conducted regarding the effect

of the COVID-19 pandemic on the Tourism Sector. These researches focus on several



subsections of the Sectors, like for example, research titled “Impact of covid-19 on the
tourism sector in Nepal” by Kamal P. Panthhe and Chandrakant. N. Kokate, 2021
focuses on several industries within the tourism sectors, including hotels, restaurants,
transportation, employment, trekking, agriculture, and small businesses. From these
industries, one industry that has rarely or only very briefly been discussed about is the

Homestays Industry.

Despite Homestay being a relatively new industry in Nepal, it had been gaining
immense popularity during the years leading to the pandemic (20% growth from 2018
to 2019 alone). The major reasons for this increasing popularity are its sustainable
business model, and the fact that the business model allows people from all over the
country, regardless of their caste, gender, or physical capability to be self-employed

and generate a source of income, helping them to improve their standard of living.

Since the Homestay Industry has also been immensely affected by the COVID-19
pandemic and the lockdowns and travel restrictions brought by it, like the other
industries within the Tourism Sector, it is essential to highlight the issues faced by the
industry as well. Most Homestays were forced into a stand-still situation, affecting the
overall economic condition of the stakeholders involved in the industry, making it

essential to highlight the difficulties faced by them.

It is crucial to identify and analyze ways in which these stakeholders can recover from
the situation. The role of the government and the national bank is paramount in this. It
is crucial to understand the effectiveness of the grants and funds provided by them to

help support the economic victims of the industry.

Hence, in order to address this extensive gap, this study is being conducted. This study
can also be a basis for further studies on the pandemic and its effects on the tourism
sector. The study is being done with the hope of further studies being conducted on the
Homestay Industry.



1.5 Objective of the Study

1.5.1 General Objective

To understand the transition of the Homestay Industry of Kathmandu Valley, Nepal

from pre- pandemic, to the path of recovery.

1.5.2 Specific Objectives

1.

To understand the changes brought by the COVID-19 pandemic on the
economic condition of the Homestay Industry over the time frame of 2019 to
2022.

To understand the response measures that are being used by the Homestays to
recover from the economic damage caused by the COVID-19 pandemic.

To understand the role of the support and grants provided by the Government
of Nepal (GoN), targeted towards the Tourism Sector, in the recovery of the

Homestays Industry.

1.6 Scope and Limitations of the Study

1.6.1 Scope

The scope of the study is as follows:

e The study area of this research is Kathmandu Valley, Nepal. Kathmandu Valley

consists of 3 district of the country, Kathmandu district, Bhaktapur district, and
Patan district. Additionally, Kathmandu, along with Pokhara and Chitwan is the
most popular tourist destination in Nepal and witnesses touristic activities
throughout the year.

The study covers the economic impact of the COVID-19 pandemic on the
individual households affiliated to Homestay Industry of Kathmandu Valley,
Nepal.

The study analyzes the recovery measures used by the Private and Community
Homestays, to recover from the damage caused by the COVID-19 pandemic.
The study looks at how the economic support provided by GoN in the years
2020 and 2021, targeted towards the Tourism Sector in the recovery process of

Homestay Industry.



1.6.2 Limitations

The study focuses only on the Homestay Industry, a subsection of the Tourism
Sector, due to the restriction in time and resources.

The study focuses only on the economic impact of COVID-19 pandemic on the
individual homes affiliated to the Homestay Industry, due to the restriction in
time and resources.

The study area is Kathmandu Valley, consisting of 3 metropolitan cities, and
the most developed cities in Nepal. In terms of the Tourism Sector, the valley
depends heavily on international tourists. Hence, the results of the research may
not be applicable to other geographic locations.

In terms of financial support provided, the study focuses only on the support
provided by the Government of Nepal (GoN), in collaboration with Nepal
Rastra Bank (NRB) in the years 2020 and 2021, targeted towards the recovery
of the Tourism Sector, due to the lack of time and resources.

Only 77 households affiliated to Homestays are conducted for this research,
from which, 65 are affiliated to Community Homestays and 12 to Private
Homestays. Due to the limitation of data collected, only non-parametric tests
were conducted for the comparison study between the 2 types of Homestays.
Financing gap analyses has not been conducted.

Due to the travel restrictions during the data collection process, majority of the

data collection process was conducted via internet.

1.7 Conceptual Framework

The conceptual framework has been developed in order to illustrate the structure in

which the research will be conducted. The Homestay Industry is one of the most

affected Industries by the COVID-19 pandemic and the travel restrictions brought by

it. The study focuses on 3 areas, which are presented in the text body:



Figure 1.2
Conceptual Framework
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CHAPTER 2

LITERATURE REVIEW

This chapter acts as a guide for the familiarization of the major concepts covered
throughout the study. It starts by providing insight on the tourism sector of Nepal. The
major incidents that have affected the sector both positively and negatively in the past
are then talked about, including the COVID-19 pandemic. It shows trends on how travel

restrictions and lockdowns have affected the country.

Further, it talks about the impact of the pandemic on the tourism sector starting from
the year 2020, which was initially predicted to be a prosperous year for the sector,
considering the VNY 2020 campaign. Instead, the lockdowns and travel restrictions
brought by the pandemic created a catastrophic impact on the economy of the sector,

including the Homestay Industry.

The chapter gives a clear idea of the Homestay Industry and how the pandemic has
affected the stakeholders involved in the sector. Finally, the chapter is concluded by
providing knowledge on the support and funds provided by NRB to the stakeholders of

the Tourism Sector and the Homestay Industry.

2.1 Tourism Sector

Tourism is a social, cultural, and economic phenomenon that entails the movement of
people to countries or places outside their usual environment for personal or
business/professional purposes. These people are called visitors (which may be either
tourists or excursionists; residents or non-residents) and tourism has to do with their
activities, some of which imply tourism expenditure (United Nations World Tourism

Organization, 2008, para. 1).

2.1.1 International Tourism

Today, the Tourism Sector is a pillar of social advancement, economic development,
and global unification. This sector has been existing since the time humans started to
travel, especially for pleasure. With a few people traveling centuries ago, today this

sector is one of the leading sectors worldwide.
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In 1927, the first International Congress of Tourism Organization was held in The
Hague, marking the beginning of the global unification through tourism that we share
today. The next congresses were held in Geneva post World War 2 with the target of
using tourism as a tool for Global Diplomacy and reconstruction. This union was later
named as International Union of Official Travel Organizations, the foundation for
United Nations World Tourism Organization (UNWTO).

(UNWTO, 2021)

In 1951, 25 million international tourists were recorded with the top 5 tourist
destinations, namely the USA, Canada, Switzerland, France, and Italy welcoming about
70% of the total international tourists. 20 years after this (1971), the number of
international tourists rose drastically to 166 million, however, the share of international
tourists in the top 5 tourist destinations decreased to below 50%, proving that more and
more countries had started to gain popularity as a touristic destination and welcomed
international tourists. Witnessing the potential of this sector, the United Nations
declared the year 1967 as “The International Tourism Year” with the slogan “Tourism:
A Passport to Peace”. In 1976, the World Tourism Organization was officially
established in Madrid.

(UNWTO, 2021)

In the current times, tourism is an international phenomenon that has the potential to go
hand in hand with the Sustainable Development Goals. As this fact is well known
worldwide, the sector enjoys political support, goodwill, and wide public recognition.
The year 2017 was declared as “International Year of Sustainable Tourism for
Development”.

(UNWTO, 2021)

Despite the economic damage faced by the sector during the pandemic, the sector is all

set to recover in full force.

2.1.2 History of Tourism in Nepal

With “Atithi Devo Bhava” meaning “the guest is God” being one of the oldest sayings,
Nepal has a long history of tourist activities. As the legend holds, Kathmandu Valley

11



used to be a lake, which was made habitable after “Manjushree”, a mythological
character, after cutting the Chovar Hill with his sword, releasing the water from the
Lake (Shrestha and Shrestha, 2012). Though it has been proved that Kathmandu used
to be a lake between approximately 2.8 million years ago (NASA, 2010), the legend is
still yet to be confirmed. However, “Manjushree” is said to have travelled to Nepal from
either India or China, making him the first tourist to visit Nepal (Shrestha and Shrestha,
2012).

Similarly, other influential visitors have also said to have visited Nepal in historical
times, such as Gautam Buddha, the great Indian King Ashok, and so on. The marriage
between Nepali Princess Bhrikuti and Tibetan King Srong-sten Gampo in 592 A.D
created a special trade relationship between the 2 countries, leading to the building of

travel routes between the 2 countries, and influencing tourist activities.

(Shrestha and Shrestha, 2012)

Another factor that influenced touristic activities in Nepal, before the unification of
Nepal was religious activities. People seeking Buddhist wisdom and people spreading

Christianity have said to have visited Nepal (Shrestha and Shrestha, 2012).

After the unification of Nepal, in 1792, a book named “An Account of the Kingdom of
Nepal” written by Captain Kirk Patric, who had visited Nepal, helped introduce the
country to the outside world (Kafle, 2020). However, after the invasion of the autocratic
Rana Rulers (1846—1951), Nepal was totally closed off to foreigners (except some visit
from British authorities and the visit of Rana prime minister Jung Bahadur to Britain)

(Kafle, 2020; Shrestha 2017; Shrestha and Shrestha, 2012).

After the independence (1951), touristic activities started regaining momentum in
Nepal. The incident that is said to have inaugurated tourism in the country however,
was the climbing of Mt. Everest (8848 m above sea level) by Tenzing Norgay Sherpa
and Sir Edmund Hillary on 29th of May 1953 (Kafle, 2020; Shrestha 2017; Shrestha
and Shrestha, 2012).

In 1957, Tourism Development Board, a national association for tourism, was formed

and in the following years, Nepal joined international tourism unions such as World
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Tourism Organization (WTO), and Pacific Area Travel Association (PATA) (Shrestha
and Shrestha, 2012) further strengthening tourism in Nepal.

Another milestone for the tourism sector of the country was the hippie era (1960-1970)
where the hippies travelled to Nepal with the intention to intoxicate themselves with
drugs such as marijuana and hashish, as these drugs were easily available in the country
(Shrestha 2017). However, the trade of these drugs was banned by the government in
1973 (Shrestha 2017).

In the year 1998, Nepal Tourism Board (NTB) was established with the purpose of
promoting Nepal as a tourist destination (Shrestha, 2017) through an Act of Parliament
(NTB, n.d.). The organization acts as a bridge between the private sector stakeholders
within the Tourism Sector and the governmental body of Nepal. It raises funds through
the Tourist Service Fee paid by departing foreign passengers at the international airport,

Tribhuvan International Airport, Kathmandu (NTB, n.d.).

One of their major activities consisted of hosting Visit Nepal Years 1988, 2011 and
2020 (Travel FrontPage, 2019), though Visit Nepal Year 2020 (VNY 2020) had to be
cancelled due to COVID -19 pandemic.

In the year 2019, tourism was one of the largest sectors in the country, with earnings of
$651 million worth foreign currency, and contribution of 4% of the national GDP
(UNDP, 2020). Though this sector remains one of the largest sectors of the country, it
is one of the most vulnerable sectors to hazards. There have been many incidents in the

past that have negatively affected this sector.

2.1.3 Past events that have negatively affected the Tourism Sector of Nepal post-

independence

The past events that have negatively affected the Tourism Sector of Nepal; are the

following.

Maoist Insurgency in Nepal (1996-2006)
Nepal went through a civil war for an entire decade in order to ending the existing

practices of nepotism, favoritism, and discrimination in the country. This insurgency
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could be seen as the product of frustration amongst the general public caused due to the
political system of the country (three decades (1960- 1990) of absolute monarchy and
one and half decades (1990- 2006) of multi-party ruling system).

(Upadhayaya, et.al, 2011)

During this time, several violent activities were witnessed by the tourism sector,
presented in detail in Appendix A.l. Due to this, Nepal was seen as a war prone
destination and an unsafe touristic destination. The change caused by this conflict in
the tourism sector is presented in Appendix A.2. In 2006 however, a peace treaty
agreement was signed between the Maoist and the Government, marking the end of this

era (Shrestha, 2017).

7.8 Magnitude Earthquake (April 25th, 2015)

The 7.8 magnitude earthquake and several other aftershocks (4 aftershocks above 6
magnitude) struck in Nepal in the year 2015. It had a serious impact on the tourism
industry as it destroyed both natural and manmade resources in the country (Rijal,
2016). The loss and damage caused by the earthquake on the cultural and heritage sites
of the country is presented in Appendix A.3.

Furthermore, the effect of the disaster in the hotel, Homestays, eco lodges, trekking

trails, tour operators, tourism revenues, air transport revenue and restaurant revenues

were as follows:

Figure 2.1
Effect of 2015 Earthquake on the Tourism Sector
Disaster effected financial losses Distribution of disaster effects
Tourism subsectors (USD Million) (USD Million)
Damages Losses Total Private Public

Hotels and others 16,295 - 16,295 16,295 -
Home stays 1720 495 1720 1720 -
Eco-lodges 415 - 415 415 -
Trekking trails 426 5711 6137 - 6137
Tour operators 7 4924 6137 - 6137
Tourism revenues - 47,013 47,013 47,013 -
Air transport revenues - 4720 4720 4720 -
Restaurant revenues - n n n -
Total 18,863 (23%) 62,379 (77%) 81,242 75,105 (92%) 6137 (8%)

Other impacts in tourism
Damages of over 150 km of trekking trails
(Manaslu & Langtang) which accounts for only 15%

20% of touristic heritage
sites destroyed

Estimated 35% reduction in tourist arrivals in 2015 than 2014 (pre-
earthquake year)
Lowering on tourists’ spending from Per day USD 43 to USD 35

(Beirman, et. al, 2018, p.g. 7)
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COVID-19 Pandemic

COVID-19 forced the Tourism Sector into a standstill situation. In the year 2020,
foreign tourist arrivals dropped by 80% in comparison to the year 2019. With reference
to Shrestha, 2021, Kathmandu, Chitwan, and Pokhara are the major cities in Nepal that
depend upon foreign tourists heavily, and amongst these 3 cities, Pokhara, followed by
Chitwan, and then Kathmandu faced severe economic losses due to travel restrictions

and lockdowns placed.

2.2 COVID-19 Pandemic

Nepal, a landlocked and least-developed country has been highly vulnerable to the

ongoing pandemic.

2.2.1 COVID-19 Pandemic in Nepal

COVID-19 pandemic is a pandemic caused by coronavirus disease. This disease is a
contagious and communicable disease, caused due to the spread of SARS-CoV-2 virus.
It can be spread through the infected person’s nose and mouth in the form of small
liquid particles.

(WHO, n.d)

Pandemic refers to the outbreak and spread of a disease across the world (Robinson,
2020). Starting from Wuhan, China in late 2019, after the declaration of this global
pandemic by WHO on the 11" of March 2020 (Sharma, et. al, 2021), this global health
crisis has caused most countries to take significant measures to prevent its spread, such
as lockdowns and travel restrictions, leading to several economic and socio-political
issues. COVID-19 is said to be the greatest global challenge faced after World War 2
(UNDP, n.d).

2.2.2 Current International COVID-19 pandemic update

The COVID-19 pandemic was first discovered in Wuhan, China in December 2019
when a series of pneumonia cases were reported in the city. The pneumonia patients

were found to have visited seafood and live animal markets in the recent past of the
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time when they were suffering from the disease. After further investigation, it was
found that the cause of this disease was the Coronavirus, later named as COVID-19.

(WHO, 2020)

As of 4 July 2022, there have been 546,357,444 confirmed COVID-19 cases globally
with 6,336,415 deaths reported. In terms of vaccinations, as of 2 July 2022,
12,037,259,035 vaccines have been administered globally. The top 5 countries with the
highest number of confirmed cases are as follows: United States of America, India,

Brazil, France, and Germany simultaneously.

(WHO, n.d)

2.2.3 Lockdowns in Nepal

So far, Nepal has faced 2 lockdowns. Lockdowns are seen as a tool that slows down the
spread of the virus and gives time for the authorities to prepare health care systems and
services such as quarantine centers, testing kits, medical equipment, and so on (Sharma,
et. al, 2021). However, unplanned lockdowns can lead to several issues such as
economic and socio-political crises, social disparity, discrimination and violence,
poverty, educational loss, and so on. The 2 lockdowns placed in Nepal have been

discussed below.

First Lockdown

The first lockdown in the country was placed from the 24" of March 2020 to the 21 of
July 2020, after the confirmation of just 2 COVID-19 positive cases (Sharma, et. al,
2021). During the lockdown, prohibitions such as the closure of borders, prohibition of
non-essential services, and prohibition of domestic and international flights were
practiced. With reference to Appendix A.4, it can be seen that the highest number of
COVID-19 tests conducted during this lockdown was 7,791 tests, recorded on the 29th
of June 2020 and the highest number of positive cases found was 740 new cases,
recorded on the 3rd of July 2020 (Sharma, et.al, 2021). From Appendix A.5, the active

cases, recoveries, and total COVID-19 cases during the 1st Lockdown can be seen.

Second Lockdown
The second lockdown was placed in the country from the 29th of April 2021 to the 1st
of September 2021.
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At the beginning of 2021, Nepal started to experience lower daily COVID-19 cases.
However, in the month of May, cases started rapidly increasing. As can be seen in
Appendix A.6. On the 1st of April, 2021, there were only 152 new cases registered, but
after the 5th of May, 2021, over 8,000 new cases per day were registered (Reliefweb,
2021). With 45% of the RT-PCR conducted test results coming positive, Nepal was fast
approaching the “worst case scenario” (Reliefweb, 2021) disrupting the provision of
health facilities and equipment such as oxygen tanks, vaccinations, RT-PCR testing
supplies, skilled human resources and so on (Reliefweb, 2021) calling of the need for

Lockdown 2.0.

In response to the worsening situation of the country, the (GoN) declared the imposition
of localized lockdown (Xinhua, 2022). Along with this, all domestic and international
flights were suspended and 21 points of entry in the Nepal-India borders were closed
(Reliefweb, 2021).

By the end of the lockdown, the number of new COVID-19-positive cases decreased
significantly. On the 7th of September 2021, there were 31,248 active cases, 10,838
total deaths and 18.8% case positivity (Reliefweb, 2021).

2.2.4 Summary of COVID-19 situation in

From Figure number 2.2, the trend of daily new found COVID-19 cases and a 7-day
rolling average of new cases starting from February 23rd 2020 to March 29th 2022 can

be seen.
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Figure 2.2

COVID-19 daily new cases and a 7-day rolling average of new cases
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(World Bank, 2022, p.g. 2)

From the Figure, it can be seen that initially the COVID-19 cases started rising in the

mid of May 2020, which was during the first lockdown. Despite the imposition of a

lockdown, the cases were rising. This could be due to various reasons. In the initial

phase, COVID-19 tests were not conducted in Nepal, and only a few samples were sent

abroad for testing, because of which Nepal could have been unable to identify existing

positive cases. The first set of COVID-19-related medical equipment, including testing

kits, was imported to Nepal from Guangzhou, China on the 29th of March 2020, but

was not used immediately due to the uncertainty regarding its reliability, as decided by
the Ministry of Health, Nepal (Sapkota, 2020). Nepal finally started conducting
COVID-19 tests in the second week of April 2020, after 3 weeks of lockdown (Awale,
2020).

Another reason for the increase in cases, despite the implication of lockdown, could be

due to the ineffective closure of borders. This can be said as many COVID-19 patients

were seen to have travelled to Nepal from India (Sharma, et.al, 2021). Ineffective

isolation and quarantine systems could have contributed to this as well. As COVID-19

was a newly discovered illness during that time and considering the weak health

management system of Nepal, it is possible that due to mismanagement of these

systems, there was a large number of local transmissions.
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However, towards the end of the first lockdown, a decreasing trend of new COVID-19
cases was seen. This could be due to the increasing awareness of the disease and the
preventive measures spread through national, non-governmental, and private networks
(Government of Nepal 2021). This could also be the product of movement restrictions

caused due to the lockdown.

However, soon after the lifting of the lockdown, an increasing trend of new cases was
seen. The trend for new cases reached a peak during the month of October 2020,
followed by a decreasing trend. During this time, the cases decreased without an
implication of lockdown.

After a decreased pattern of new cases, on the 27th of January, the GoN started
distributing vaccinations, as per the National Deployment and Vaccination Plan
(NDVP). This plan was aimed to ensure vaccination for the 20% population of the
highly vulnerable groups (1.92 million vaccine doses) through COVAX Facility.
(WHO, n.d)

In addition to that, the Government of Nepal was also able to secure additional 2.8
million doses of vaccinations including COVISHIELD and SARS-CoV-2 Vaccine
(Vero Cell), Inactivated (InCoV) through diplomatic negotiations and direct
procurement. Nationwide vaccination distribution began in January 2021.

(WHO, n.d)

In the mid of April 2021, many Hindu festivals were celebrated. As there were no travel
restrictions placed during that time, domestic travelling and travelling back and forth
from foreign countries increased, especially from India (Dahal, et.al, 2021). Soon after,
Nepal was on the verge of facing an all-time peak of both new cases and deaths caused
due to the virus, causing medical emergencies and a shortage of medical equipment

(Reliefweb, 2021).

As a result, Lockdown 2.0 was placed. During the lockdown, Nepal faced an all-time
COVID-19 infection rate peak. Unlike the previous peaks, during this time (mid of
May), the death rates of the infected people were recorded to reach an all-time peak as

well (Sharma, et.al, 2021). Towards the end of Lockdown 2.0 however (1st September
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2021), the COVID-19 situation in the country improved drastically, showing the

positive effect of the pandemic.

In early 2022, a new variant of COVID-19, the Omicron outbreak was witnessed (The
Kathmandu Post, 2022). On the 9th of January, 2022, Nepal recorded over 1,000 new
COVID-19 cases after 4 months, and from the 12,632 tests conducted, 9% were infected
by the new variant (Awale, 2022). As a result, the Government imposed restrictions on
public gatherings, and schools were shut for 3 weeks (Awale, 2022). However, this
wave of the pandemic was short-lived and the restrictions were removed in the 2nd half

of February 2022 (Poudel, 2022).

2.2.5 Recent Condition:

Table 2.1
COVID-19 update of Nepal as of November 19, 2022

Total Cases Recovered Infected PCR Test Deaths

1,000,849 988,398 432 5,972,136 12,019

With reference to table 2.1, it can be understood that as of November 19, 2022, from
the 5,972,136 PCR tests conducted, 1,000,849 total positive COVID-19 cases have
been identified in Nepal. Amongst these cases, 988,398 have recovered, 12,019 have

passed away and 432 are active cases.

20



Figure 2.3

Division of total cases on the basis of district.
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Figure 2.3 portrays the division of total COVID-19 cases from January 1%, 2020 to
November 20" 2022 on the basis of districts. This shows that the highest number of
cases have been in Kathmandu District, with 334,451,190,573 male and 143,878 female

cases and the lowest number of cases have been in Manang district

with only 82, 39 male and 43 female cases.

21



Number of Cases

Figure 2.4
Number of cases in November 2022 divided by gender
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From Figure 2.4, it can be seen that a larger proportion of male have been infected by

the virus in the month of November, 2022.

Figure 2.5

Number of cases on the basis of provinces in November 2022
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From Figure 2.5, it can be understood that highest number of COVID-19 cases in
November of 2022 was found in Bagmati province, where the capital city Kathmandu

is located. The lowest number of cases was found in Karnali province.

2.3 Economic Impact of COVID-19 pandemic on the Tourism Sector of Nepal

2.3.1 Overview

Nepal is a country that has suffered from various incidents affecting its economic
condition. From the civil war to the current pandemic, Nepal’s economy has seen many
ups and downs. However, post these events, Nepal’s economic conditions were seen to

have improved modestly, with a GDP of 9% in 2017, 7.6% in 2018, and 6.7% in 2019.

With reference to Figure 2.6, in the year 2020, the GDP of Nepal contracted to -2.1%.
In the year 2021 however, a slight improvement in the situation can be witnessed. The

situation is further expected to improve in the upcoming years, as presented in Figure

2.6.

Figure 2.6
GDP growth of Nepal (2017-2023)
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For the fiscal year 2020, GoN had planned to achieve an annual economic growth rate
of 8.5%, create about 500,000 new jobs and contain inflation within 6% (UNDP, 2020).
One of the major plans prepared by the GoN was the “Visit Nepal Year 2020 (VNY
2020) Campaign” with a target to bring in 2 million tourists into the country (The
Kathmandu Post, 2019).

After the declaration of the pandemic, however, GoN, as well as IMF, Asian
Development Bank (ADB), and World Bank made a downward revision for the
economic condition of the country and were forced to cancel the VNY 2020 program.
The original versus revised economic plan made by GoN, ADB, World Bank, and IMF

are presented in table 2.2.

Table 2.2
The original versus revised economic plan for Nepal made by GoN, ADB, World Bank
and IMF

Downward Revision

Agencies Initial Plans
GoN 8.5 23
ADB 6.3 53
World Bank 6.4 1.5-2.8
IMF 6.0 2.5
(UNDP, 2020)

This condition was caused due to the unprecedented implication of the lockdown,
forcing the economy of the country into a standstill state (UNDP, 2020). This situation
had and is still having a severe effect on the local communities, especially the most
vulnerable communities, who were facing economic struggles even before the

pandemic. This vulnerable group includes people with disabilities, children and youths,
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women, indigenous and socially excluded groups, refugees and displaced communities,

and people who are not covered by social protection (Reliefweb, 2021 & UNDP, 2020).

At the request of UNDP, Nepal, Institute for Integrated Studies (IIDS) developed a

COVID-19 pandemic in Nepal Rapid Assessment of Socio-Economic Impact on

Vulnerable Groups 2020 report where they developed an impact analysis matrix where

they analyzed the impact of the COVID-19 pandemic on different economic sectors.

The results are presented in the table 2.3.

Table 2.3

Effect of COVID-19 Pandemic on different Economic Sectors

Economic Sectors ~ Overall Types of Impacton Impact on Impact on
Impact Shocks Economic Employment Foreign
Output Exchange
Food and . External . . .
Accommodation High shocks and High High High
Demand
shocks
Storage and . External . . .
High High High High
Transport '8 shocks and '8 ‘& '8
Demand
shocks
Entertainment, . Demand . .
Recreation, and High shocks High High Low
Arts
Agriculture — Medium Demand Medium  Medium Low
Dairy, Vegetable & shocks and
Poultry Supply
shocks
Manufacturing Medium Supply Medium  Medium L
oW
shocks
Construction Medium Supply Medium  Medium L
oW
shocks
Wholesale and Medium Demand Medium  Medium L
: oW
Retail trade; shocks and (Positive)
Repairs of Motor Supply
Vehicle and shocks
Motorcycles
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(IIDS, 2020)

From the table 2.3, it can be seen that the most affected economic sectors are the Food
and Accommodation, Storage and Transport and Entertainment, Recreation and Arts
sectors. As Food and Accommodation and Storage and Transport Sectors are included
in the tourism sector (IIDS, 2020), it can be understood that the tourism sector has faced
a high overall impact, impact on economic output, impact on employment, and impact
on foreign exchange. It can also be understood that the tourism sector has faced both

External and Demand shock due to the pandemic.

2.3.2 Tourism Sector

The tourism sector is said to be the backbone of the Nepali Economy (Business
Standard, 2022). However, it is also one of the industries that has suffered the most
during the pandemic. Due to the struggle of the backbone of the country (in economic

terms), the country itself has suffered intensely.

Figure 2.7

Number of Tourist Arrivals in Nepal, in Thousands.
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From Figure 2.7, it can be seen that the number of tourist arrivals saw a steep fall

starting from 2020 to 2021. In 2019, Nepal hosted 1,197,191 tourists, which dropped
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to 230,085 in 2020 (Shrestha, 2021), a drop of more than 80%. In 2021, from January
to November, the country welcomed only 126,000 tourists (Shrestha, 2021) showing a
further drop in the number of tourist arrivals. However, in November 2021 the number
of tourist arrivals rose to an approximate of 26,487 from 9,898 in September, 2021
(Shrestha, 2021), showing that towards the end of the 2021, the number of tourist
arrivals had already started improving. The major reason for the improvement is the
ease in restrictions travel restrictions bright towards the end of the year, especially for

vaccinated tourists (Shrestha, 2021; Times Of India, 2021).

In the year 2022 (January to March), Nepal has already welcomed 78,747 tourists
(Business Standard 2022) with 42,006 international tourists only in the month of March,
2.8 times more than the tourist arrivals in March of 2021 (The Kathmandu Post, 2022)
indicating the gradual resuming of the tour tourism sector in the country. This is the
result of the dropping of active COVID-19 to less than 700 in the country (Business
Standard 2022) and the easing of travel rules (Himalayan News Service, 2022).

However, the Tourism Sector has already faced a devastating downfall due to the
pandemic and will require much effort by all stakeholders and time for a complete
recovery. NTB estimated a loss of 85.2 billion US dollars from the tourism sector alone
and the loss of 3 out of every 5 jobs in the tourism sector (Panthhe and Kokate, 2020).
In March 2020 alone, the tourist arrival rate declined by 73.26% (Khadka, et. Al, 2020).

As GoN had declared the year 2020 as Visit Nepal Year, many stakeholders of the
tourism sector of the country had made extravagant plans and investments in response
to it (Gautam, 2019). However, due to the pandemic, this governmental plan had to be
cancelled. With the cancellation of the plan, the stakeholders of the sector suffered

heavily.

2.4 Cancelation of VNY 2020

In 1958, the first Visit Nepal Year was hosted by Nepal under NTB. This event was
successful to bring in 450,000 foreign tourists into the country, providing an intense
boost to the country’s economy. After the success of this event, in 2011, Nepal

celebrated Visit Nepal Year once again bringing in 736,000 foreign tourists (World

27



Bank, n.d). Witnessing these success stories, GoN in collaboration with NTB developed
an ambitious plan, VNY 2020 with the aim to host 2 million foreign tourists. Some of
VNY 2020’s strategic plans included the inauguration of Gautam Buddha Airport,
conducting a musical concert at the highest altitude so far, conducting the Nepal
Tourism Investment Summit, and so on.

(Gautam, Khatri, 2021)

In 2019, Nepal hosted 1,197,000 foreign tourists (World Bank, n.d) so in 2020, the plan
was to bring in 803,000 more tourists compared to 2019. With that intention,
preparations for the plan were being conducted, and when the planning was at the
climax, the COVID-19 pandemic hit the world. As a result, the GoN announced an
official cancellation of VNY 2020 on March 22, 2020, during the meeting of the
Council of Ministers (Nepali Sansar, 2020).

As a result of this, the tourism sector faced an all-time low during the years 2020 and
2021, making the pandemic the worst nightmare for the sector. Stakeholders involved
in this sector had to face issues such as salary cuts, booking cancellations, demand for
refunds, piling up of interest on loans, and so on (Gautam, Khatri, 2021).

Minor industries like homestays suffered the most due to this, pushing them to the verge

of collapse (Gautam, Khatri, 2021).

2.5 Homestay Industry

Homestay, as the name suggests, is an accommodation service where tourists and
travelers are accommodated at the homes of local people of the locations that they are
travelling to. These travelers are provided services by the host family, as well as the
community of the specific area. In exchange for the service received, these tourists and
travelers pay them a specified amount, which is usually much lower and reasonable, in
comparison to commercial accommodation services like hotels and resorts.

(Hossain 2018)

Additionally, from the perspective of the travelers, by opting for this accommodation

option, they receive an opportunity to enjoy accommodation service, alongside
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experiencing local and authentic experiences, for a reasonable amount. Most
Homestays are run entirely by the Homestays owner. They are able to enjoy
employment opportunities and income-generating opportunities, without large initial
investments and without significant education or experience. Homestay provides a win-

win situation in which all the Homestay stakeholders benefit.

Homestays have existed in the Nepali society for a very long time, but it was officially
legalized in 2010 through the Homestay Working Procedure, 2067 Act, developed with
the intention of providing an opportunity for Nepali citizens, especially of the most
vulnerable groups to be self-employed and be able to benefit economically from the

Tourism Sector, one of the most prosperous Sectors of the country (GoN, 2010).

2.5.1 Homestay in foreign Countries compared to Homestays in Nepal

Homestays in most countries follow a different business structure compared to that of
Nepal. For example, in countries like Australia, Canada, Japan and Germany,
Homestays are seen as an accommodation service used when visitors such as
volunteers, intern students travel to foreign countries, especially with the intention of
learning about the country’s culture and lifestyle, while improving their language skills,
rather than a commercial business (Australia Homestay Network, 2022) (Quality

Homestay, n.d) (Schéferhoff, 2022) (Bhagan, 2018).

However, in other countries, the business model followed by Homestays is similar to
that of Nepal. For example, in India, some Homestays target tourists and provide
hospitality at almost equal level to that of Hotels (Cook, 2019). In Vietnam, like Nepal,
there are official rules that are required to be followed by registered Homestays like the

maintenance of certain levels of hygiene and service provided (Schoonderwoerd, 2019).

2.5.2 History of the Homestay Industry of Nepal

The concept of staying at other people’s houses while traveling has been present in
many Nepalese stories, poems, and songs, since historic times. Some of these stories
are “Dhunga Ko Khanekura" written by Yash Pradhan and “Muna Madan" written by
Laxmi Prasad Devkota, (Phalaicha Stories, 2020; Anurag Creation, 2020). As songs,

stories and poems are written on the basis of experiences, reflecting the culture and
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society of the writer, this indicates that the concept of Homestay has been present in the

Nepalese culture for a long time as well.

The concept of Homestays was officially recognized in 2010. Before that, people used
to take refuge at strangers' houses while traveling, and the host families used to
welcome these travelers out of empathy, rather than for economic benefit (Phalaicha

Stories, 2020; Anurag Creation, 2020).

The Homestay concept as a business model was first introduced by the GoN in 1997,
and was officially introduced on the 17th of August, 2010 through “Homestay Working
Procedure, 2067 (Lama, 2013).

2.5.3 Homestay Working Procedure, 2067

The GoN had declared 2011 as Nepal Tourism Year with the target of hosting 1 million
tourists. However, during that time, Nepal did not have enough accommodation
services to provide accommodation for the targeted number of tourists. Back then,
Nepal only had 669 hotels (including all categories) with only a total of 26,063 beds.
As a result, in order to accommodate the targeted number of tourists, the GoN
encouraged the concept of Homestays, by officializing it with the “Homestay Working
Procedure, 2067” Act. Post this initiative, the Homestay industry came into the
limelight, and the local people living in different touristic areas started investing in this
business model.

(Royalmt, 2012; Lama, 2013)

The Homestay Working Procedure, 2067 Act was first implemented in 2010. The main
intention of the act was to involve people from all across the country, including people
residing in both urban and rural areas in the Tourism Sector. Since the sector was
already established as a major income-generating sector of the country, the government
intended to involve more people in the sector, promoting income generation for them
as well. The act also aimed to conserve and pass on the cultural heritage of the country,

while providing affordable accommodation services for travelers.

The factors specified in the act, with reference to the act itself (GoN, 2010) are as

follows:
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a) Categorizing the industry into Community and Private Homestays:
A Community Homestay, also known as Communal Village Homestay is a Homestay
concept in which a minimum of 5 houses in a particular locality come together to
operate Homestay operations in a group. On the other hand, Private Homestay, also
sometimes called Urban Homestays, is a concept in which a single Homestay operates
the overall business activities. This model is more popular in urban areas.

(Adhikari, 2020)

Private Homestays are permitted to accommodate only 4 guests per day, with the
intention to avoid increasing competition with other accommodation industries of the

country like the Hotel Industry (Lama, 2013).

Homestays usually conduct a series of activities as service provided for their customers.
Some of the activities are as follows:

e Organization of cultural programs that reflect the culture of the local
community. These programs include activities such as local dances, plays,
sports and so on.

e Welcome the guests and give farewell to the guests using traditional local
practices like applying tika, providing garlands, providing food and drinks that
are considered holy and so on.

e Organizing village or city tours, including activities such as hiking and trekking.

e Involve the tourists in local activities such as festivals, exhibitions, handicraft
making and so on.

e Organize tours in areas rich in cultural heritage such as temples, museums and
SO on.

e Other activities such as bird watching, cooking of local cuisines, and so on.

(Adhikari, 2020)

In Community Homestays, these activities are conducted in a group along with other
partnered Homestays. On the other hand, in Private Homestays, these activities are

conducted by the Homestay owner with the help of his employees.

As Homestays usually do not have many rooms available, tourists who come in big

groups prefer to stay in Community Homestays as the entire group are able to
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experience different activities together, unlike Private Homestays where only a few

people are able to experience these activities together.

Hence, we can understand that Community Homestays are targeted toward larger

groups, whereas Private Homestays are targeted towards smaller groups.

The Government organizations that monitor the Homestay Industry include District

Development Committees (DDCs), Village Development Communities (VDCs) and

local stakeholders such as Women’s Group, community level Non-Governmental

Organizations (NGOs), Community Forest Groups, coordinated by NTB (Lama, 2013).

b) Specified activities that could be provided by the Homestays:

The activities specified were as follows:

c)

Welcome program: Guests should be welcomed with flower garland.

Traditional dances and musical programs can also be performed.

Cultural activities: Cultural activity showing programs should be conducted in
public spaces of the community such as community halls, parks or open spaces.
Sightseeing: The program must include at least one sightseeing program. These
programs can be conducted in nearby temples, museums, local arts and craft
areas, jungles and so on.

Showing local economic activities: The program must include the showing of
local economic activities such as agricultural activities, handicraft production,
homemade product production and so on.

Showing of local lifestyle: The guests must be able to experience the local
lifestyle of the host families.

Farewell: Guests should be sent with flower garland, and if possible, a farewell

gift. Traditional dances and musical programs can also be performed.

Quality control criteria are specified:

A very descriptive minimum quality criteria are specified, some of which are:

Minimum 1 and maximum 4 spare rooms should be available for the guests.
The room should be well lit. Electricity is not necessary to be provided. If there
is no electricity, the availability of other products such as candles or lamps

should be provided.
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Bathroom must be available and it should be clean. The shower area must have
a bucket, mug, towel and soap.
The house must be accessible. There should be a road connecting the house to

the main road.

d) Registration process of Homestays:

i. Homestay must be registered in the Industrial Department under the Tourism

Ministry. The following documents are required while filing the registration.

Ticket costing Rs. 5

In case of Community Homestay, agreement document of the group of
Homestay owners stating that they want to run the Homestays jointly. This must
be approved by the local municipality.

Photocopy of house ownership papers.

Photocopy of house design approval paper.

Photocopy of citizenships of the house owners.

ii. After the registration, a survey is conducted by the authorities, including NTB and

local health department to see if all the criteria are met and if all the documents are

appropriate. If all the criteria are fulfilled, an approval certificate is provided by the

local government and if not, a specified time period of time is provided to them to fulfil

the criteria and a survey will once again be conducted.

ii1. In terms of Community Homestay, once the approval letter is provided, a Homestay

Committee needs to be conducted of 5-6 members including an in charge or manager,

assistant manager, treasurer, member, and secretary member. This committee will be in

charge of conducting the overall activities.

iv. In terms of Private Homestays, after the approval letter is provided, they can start

their business activities.

e) Health and Safety criteria are provided.

Some of these criteria are as follows:

The house should be protected from dangerous pesticides.
No open drainage.
First aid facilities must be available.

Proper toilets must be available.
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f) Sample of notices and Homestay approval certificate is provided. It is included
in the appendix.

g) Code of Conduct for visitors is provided. It is included in the appendix.

2.5.4 Current situation of the Homestay Industry

With reference to Nepal Tourism Statistics 2019 (GoN, 2020), there were 310
Community and 79 Private Homestays in Nepal, in 2019. Affiliation in this context
refers to the homes that host guests, as part of a Homestay service. Since these homes
are owned and used by the host families personally, while also offering it to travelers
who wish to stay with them, the word affiliated is used. The homes are not built
specifically for the use of tourists specifically, though some major or minor parts of the

homes could be built for business purposes.

The capacity of Homestays in Nepal in the years 2017, 2018, and 2019 are as presented
in Table 2.4.

Table 2.4
Capacity of Homestay in Nepal during the years 2017, 2018, and 2019
2017 No. of Community 218 Total 283
Affiliated
Private 65
Houses
No. of Rooms Community 354 Total 554
Private 200
No. of Beds Community 650 Total 948
Private 298
2018 No. of Community 245 Total 324
Affiliated
Private 79
Houses
No. of Rooms Community 376 Total 597
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Private 221
No. of Beds Community 628 Total 1006
Private 378
2019 No. of Community 310 Total 389
Affiliated
Private 79
Houses
No. of Rooms Community 438 Total 663
Private 225
No. of Beds Community 742 Total 1088
Private 346
(GoN, 2020)

From the Table 2.4, an increasing pattern in the accommodation capacity of the

Homestay Industry of Nepal can be seen. This indicates the increasing demand for this

service.

In 2019, there were a total of 1088 beds available, meaning that Homestays alone could

accommodate approximately 1088 tourists. In the previous year (2018), there were

1006 beds available, with the capacity to accommodating approximately 1006 tourists.

From this, a growth of 8.15% can be seen.

From the total Homestays present in the country, the district with the largest number of

Homestays was Kathmandu District in the year 2019 (GoN, 2020).

The accommodation capacity of Kathmandu District alongside the total Homestays of

Nepal is presented in Table 2.5.

Table 2.5

The percentage of accommodation capacity through Homestays in Kathmandu District.
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%
Compared
to Nepal’s

total

Homestays

39.6%

44.9%

44.3%

34.56%

41%

41.2%

34.19%

39.21%

Years Kathmandu district
2017 No. of Community | 63 Total
Affiliated 112
Private 49
Houses
No. of Community | 99 Total
Rooms 249
Private 150
No. of Beds | Community | 214 | Total
420
Private 206
2018 No. of Community | 63 Total
Affiliated 112
Private 49
Houses
No. of Community | 99 Total
Rooms 245
Private 146
No. of Beds | Community | 176 | Total
414
Private 238
2019 No. of Community | 84 Total
Affiliated 133
Private 49
Houses
No. of Community | 110 [ Total
Rooms 260
Private 150
No. of Beds | Community | 188 | Total

36.21%




Private 209 394

(GoN, 2019 & GoN, 2020)

From the data presented, the growth rate of the Homestays in Kathmandu, and the

percentage of the Homestays capacity in Kathmandu can be seen.

Firstly, with regards to the growth rate, it can be seen that in the year 2017, the
Homestay Industry of Kathmandu witnessed a massive increase in its capacity.
However, in the year 2018, the situation was different with the slight decreasing
capacity, which could have occurred due to the various reasons, such as the increase in
competition due to the increase in capacity provided through Hotel Industry, and the

difficulty in maintaining the recently started Homestays.

Speaking about the capacity provided through the Hotel Industry, in the year 2018,
compared to the year 2017, the number of hotels increased by 13.9% in Nepal (GoN,
2019). This could have put strain on the Homestay Industry due to increase in
competition, forcing them out of business. In terms of difficulty in maintaining the
recently started Homestays, many businesses fail in their first year due to various
reasons such as financing issues, market targeting issues, marketing issues and planning
issues (Deane, 2022). In the year 2019 on the other hand, the capacity of the Homestay

Industry in Nepal saw a slight increase.

Furthermore, with regards to the percentage of Homestays capacity in Kathmandu,
about 40% of the total accommodation capacity of Nepal lies in Kathmandu District.
However, we the accommodation capacity percentage of Kathmandu’s Homestays
amongst the Homestays in Nepal as a whole slightly decreased. This could be due to 2
reasons: firstly, the slow and unstable growth of the Homestay Industry, and secondly
the increase in Homestay capacities in other parts of the country (GoN, 2020). However,
regardless of this, the capacity of Homestays in Kathmandu is significantly higher

compared to other districts.
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2.5.5 Homestay as a tool for Sustainable Tourism

Sustainable Development is a development goal that aims for long-term and stable
development, which can be achieved only by acknowledging and integrating social,
economic and environmental considerations into decision making (Emas, 2015).
Sustainable development has 3 pillars: Environmental protection, Social equity and

Economic viability.

In terms of Sustainable Tourism, firstly it is necessary to acknowledge the fact that
tourism is a fast-growing industry, which acts as an important source of foreign
currency and employment especially in the developing countries. Tourism has a close
linkage to the economic, social and environmental condition of these countries. Hence

it is important to integrate the concept of sustainable development into this sector.

The World Tourism Organisation defines sustainable tourism as “tourism that takes full
account of its current and future economic, social and environmental impacts,
addressing the needs of visitors, the industry, the environment and host communities"
(United Nations, n.d, para. 2). The concept of Sustainable Tourism lies under The

Sustainable Development Goal number 8: Decent Work and Economic Growth.

2.5.5.1 Homestay and the 3 pillars of Sustainable Development

As discussed earlier, the Homestay Industry provides guests with a unique
opportunity to immerse into the culture and society of the host families.
Considering the rich cultural heritage of Nepal, with more than 123 languages
spoken and more than 125 ethnic practices performed (GoN, n.d), the Homestay
industry has gradually gained popularity in the country, despite it being a fairly

new industry.
The industry had witnessed a growth rate of 14.48% from 2017 to 2018 and
about 20% from 2018 to 2019 in terms of the number of homestays in the

country.

The Homestay industry can contribute to Environmental protection, Social

equity and Economic viability are discussed below.
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a) Homestay Industry and Environmental Protection:
Nepal is a country with vulnerable landforms (GoN, n.d) and human resources
(UNCDP, 2018) that can be easily misused and damaged (The Borgen Project, 2020).
The mismanagement and weakly governed Tourism Sector of the country have led to
many environmental hazards in the past. Due to this, it was necessary for the
government to promote business models that can generate income while cooperating

with the environment, rather than working against it.

The business model that works well with this theory is the Homestay model, where
business operations are conducted without the construction of large infrastructure,

while producing minimum food waste.

As Homestays are known for serving food and beverages that are usually eaten in the
homes of the host family and are prepared, eaten, and discarded in the same way as how
these families usually do as well, this accommodation service tends to produce lesser
food waste compared to other accommodation services. This is also possible as the
number of guests hosted by the stakeholders of the industry is much lesser compared to
other accommodation services in the country. In addition to that, it can also be assumed
that as guests live in the homes of the host families, they tend to feel more attached to
the family and the cuisine that they prepare, making it difficult for them to waste the

food provided to them with love and affection.

On the other hand, as Homestays handle a limited number of guests, they may not have
a proper waste management system developed. As these businesses are of small scale,
the government and the authorities may not pay attention to their waste management
system, compared to that of larger scale businesses. This could lead to environmental

degradation to a certain extent.

Out of 1.2 million tourists that visited Nepal in the year 2018, many of them had visited
in order to explore the natural beauty of the country while engaging in activities such
as trekking and hiking (The Borgen Project, 2020). Homestays, especially Community
Homestays, are usually located in areas where there is a scope for conducting such

activities, giving them an edge over other accommodation services. However, many
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times, tourists tend to pollute the areas where they go to visit, especially during
activities such as hiking and trekking. As Homestays accommodate only limited guests,

they may be able to control the actions of their guests.

Hence though it is possible to use Homestays as a tool to promote Environmental
Protection, Homestays have the potential to create an adverse effect, if not managed

effectively.

b) Homestay Industry and Social Equality
Homestay Industry, despite being a part of the accommodation industry, the services it
provides are unique compared to other accommodation services. It provides an
opportunity to not just live with the host family, but to be a part, of the host’s family,
experience their day-to-day activities, eat and learn to recreate the unique cuisines
provided by them, to connect with the host family and their community in one-on-one
basis and receive the satisfaction of being able to contribute to their economic condition

(Bhandari, 2022).

While providing these services to the guests, host families are able to experience and
enjoy their own cultural heritage with their guests, and with their own family members
as well, including their children. By doing so, they are able to expose their cultural

heritage to the outside world, and also be able to pass it on to their future generation.

In terms of social equality, it is known that Nepal is a country with a high social
disparity, with the income of the richest 10% of the population being more than 3 times
compared to that of the poorest 40% of the population (Oxfam, 2019). One of the major
reasons for this is unemployment. In 2021, the unemployment rate of the country was
5.1%, a rise of 2% since 2019 (World Bank, 2022). Apart from that, 68% of the
employed population depends upon agriculture for employment (USAID, 2019).

The Homestay Industry provides an opportunity for the unemployed people and other

people with a low-income level to be self-employed, with work that does not consume

much time or effort, and that requires a low investment cost.
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As mentioned earlier, one of the major intentions of the GoN was to encourage self-
employment and income generation by promoting this industry. They intended to
involve vulnerable groups such as women, indigenous groups and marginalized
communities in the prosperous Tourism Sector, which has continued to show high
economic growth in the country. Through this involvement, the living standards of
these people have the potential to improve, empowering them and making them

independent.

However, saying that, with reference to the “Homestay Working Procedure, 2067 Act,
in order to register Homestays, it is essential to fulfil very detailed minimum standards
and hygiene factors, which may not be able to be provided by people from marginalized
communities, especially those who are already living under poverty. Compared to other
accommodation industries, Homestays require a much lesser investment amount, but
even so, this investment may not be able to be made by the people who need

employment the most. Hence, this could further increase the social disparity.

Concerning the research conducted by Dr. Ram Chandra Bhandari, Dr. Laxman Thapa,
and Mr. Amrit Thapa on the Socio-Economic and Cultural Impacts of Homestay
Tourism in Sirubari Village Syanja Nepal, 2022, it was found that the Homestay
Industry does not only benefit the economic condition of the involved families but also
provides other social spillover benefits such as social bonding, public awareness,

education, and health.

Concerning the study conducted by IIDS, in 2020, in the Tourism Sector of Nepal, the
Homestay Industry is the only industry that consists of more female employees

compared to male employees (57.3% female employees).

c) Homestay Industry and Economic Viability
People usually assume that the business model that addresses environmental and social
issues is not profitable, nor sustainable. However, the growth of the Homestay Industry
is proving this belief to be wrong. The Ecotourism sector of Nepal has been contributing
to about 4% of the country’s GDP and has been employing about 200,000 people in the
country (The Borgen Project, 2020).
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The Homestay Industry encourages the microeconomic sector, especially in the rural
areas providing self-employment and income-generating opportunities to diverse
communities in the country (Lama, 2013), contributing to the reduction of rural poverty
(Thakuri, 2016).

At the macro level, Homestay Industry contributes to many aspects of the country’s
economy, such as contribution towards bringing in foreign currency into the country,
provision of employment and income generation, increasing tax collection of the
country, reduction in unemployment and poverty level of the country. This gives rise
to higher literacy rates and better health conditions in the country. This also contributes
towards the growth of other markets in the country, increasing demand for products
such as agricultural crops, livestock and dairy products, sports gears, and so on.

(Budhathoki, 2013; Thakuri, 2016)

In 1999, during the establishment of NTB, a branch of this organization was formed in
order to look after the Sustainability factor in the development of the tourism sector,
named Sustainable Tourism Network (STN). Despite this, a clear policy guideline that
could guide Nepal’s Tourism Sector into Sustainable Tourism has not yet been
developed.

(Lama, 2013)

Regardless of this, even though there hasn't been any direct policy regarding
Sustainable Tourism in the country, there are policies that include the concept of
sustainable Tourism, such as “Tourism Vision 2020 Nepal” and “Homestay Working

Procedure, 2067.”

2.6 Effect of COVID-19 Pandemic on Homestay Industry

Tourism is a major source of foreign currency and a sector that has proven to be the
backbone for the economic development of many countries. Nepal is one of the
countries that relies heavily, and has benefited immensely from this sector, particularly
for the last 4-5 years prior to the declaration of the pandemic. However, after the
declaration of the pandemic due to the spread of COVID-19, Tourism is one of the
sectors that has been affected the most. The Ministry of Culture, Tourism and Civil
Aviation (MoCTCA) and NTB had estimated a total loss of 400-500 million USD in
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just the first 5 months of the declaration of the pandemic (March of 2020 to July of
2020). Homestay Industry being a prominent sub-section of the Tourism Sector has

been tremendously affected by the pandemic as well.

(GoN, 2020; Kanel, 2020)

Homestay stakeholders in the country have experienced unpredicted and unprotected
economic losses since the beginning of the pandemic. This has not just affected these
people in economic terms, but have also affected their mental health and their overall
standard of living. With reference to Homestay owner, Homestays in her community
had been totally out of business due to the lockdowns (The Kathmandu Post, 2020).
Due to the VNY 2020 plan of the government, Homestay owners all over the country
were expecting a maximization of profit during the year 2020. The Community
Homestays of Namyje village were expecting to host about 400-500 guests per month
during the season time in Nepal (March to May), but the situation was completely

opposite from their expectations (Shrestha, 2020).

Another similar case was faced by the Homestays around Ayodhyapuri Bufferzone
situated near the Chitwan National Park, Nepal. In excitement of VNY 2020, the
Homestays prepared themselves to welcome guests by investing in the decor of their
Homestays, with the hope of a prosperous year. But the only thing the newly decorated
and painted Homestays saw was dust and rust due to lack of maintenance. “Groups of
greeters, who would typically line the entrance when guests arrive, have had no one to
welcome. Cultural performers, who would once educate tourists about local cultures
through song and dance, have lost an audience. Beds, formerly reserved at maximum
capacity, have remained empty” (WWF, n.d, para. 3).

(WWF, n.d)

Such disheartenment is being experienced by stakeholders involved in the Homestay

Industry all over Nepal (WWF, n.d) (Kanel, 2020 & Shrestha, 2020).

2.6.1 Effect of Homestays in Foreign Countries with similar Homestays business

model as Nepal

Similar to the case of Nepal, the Homestays in India were severely affected by the

pandemic as well. However, unlike the Homestays in Nepal, some Homestays in India
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started their business activities right after the lifting of lockdowns, which was possible
due to their quick adaptation to the “new normal” practices introduced by the pandemic.
For example, Homestay located in the Salawas village of Jodhpur started welcoming
guests from the end of June, 2020, which was right after the ending of Lockdown phase
4 (May 31) of India. The strategy used hy this Homestay to prevent the spread of the
virus and to make their guests feel safe during the difficult times was the building of
separate entrances at his Homestay for the guests staying in different rooms, which
helped avoid physical contact with the host family. This was an expensive, yet effective
measure.

(Kaushik, 2020)

The Homestay Industry of Vietnam faced similar challenges due to the pandemic in the
years 2020 and 2021 as well. A Homestay owner of a Homestays situated in Quéang
Ninh Province, Bai Chay ward, claimed that despite providing various schemes and
discounts, she received almost no customers during this time, causing her income

through the business to decline by 90% (Thang, 2021).

This shows that despite taking measures to adapt to the situation caused by the

pandemic, it is not necessary for the measures to be effective.

2.7 Financial Support provided by the Government of Nepal

2.7.1 Support needed

With reference to the study conducted by NTB in 2020, investment of about NRS.
115.38 billion were detained idle, along with outstanding loans of about NRS. 54.73
billion due in the Tourism Sector, amongst the 1125 hotels, 3508 travel agencies, 2649
trekking agencies, 77 transport service companies, 73 rafting agencies, and 324
Homestays across Nepal in the year 2020 (Magar, 2020). Due to this, it was clear that
the sector had suffered significantly due to the pandemic, and was in a desperate need

for financial support from the government.

To ensure the sustainability of the sector, NTB suggested the government to provide a

financial support of at least 3 years (Magar, 2020). They requested for 2 types of
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support, first one to control the fixed cost and the second to ensure cash refinancing. In
the year 2020, there were 300,000 employees directly employed in the sector, from
which 42% were sent on unpaid leave, 37% faced full or partial reduction in salary, and
19% were permanently terminated by companies (Magar, 2020), as a source of
temporary and permanent cost cutting strategy. Hence, the board requested for a

refinancing of NRS. 20 billion for job retention alone (Magar, 2020).

They also insisted that the only source of economic sustainability of the sector would
be through domestic tourism. Hence, they requested the Ministry of Culture, Tourism
and Civil Aviation, Nepal to implement a travel leave for government workers, aiming

to promote domestic tourism (Magar, 2020).

2.7.2 Support provided

In order to protect this sector and industry, and the stakeholders involved, it was
necessary for the government to provide them with support and relief. As after the
declaration of the pandemic, monetary policy has been released twice, first for the years
2020-2021 and second for the years 2021-2022. The support and reliefs provided in

these years are looked upon separately below.

2020-2021
Support and relief provided:

1. The NRB provided relief funds to the businesses affected by the COVID-19
pandemic through BFIS (Banks, Finance, Insurance and Security) with the
interest rate of 5% (Nepal Rastra Bank, 2020). This was done with the intention
of providing a source of funds for the firms, to continue paying their employees
and workers, even during the pandemic. As Tourism and Homestays are one of
the businesses most affected by the pandemic, they were eligible for this policy.
By taking out loans at this newly revised interest rate, it was possible for
Homestays to continue paying their employees and workers, if chosen to do so.

2. The companies, especially under the Tourism Sector were asked to pay the
salaries of their employees, which could be done by using the social welfare
fund, until businesses returned to normal (Nepal Rastra Bank, 2020). Through

this policy, the government ensured that the non-business owning workers of
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the Homestay Industry would be provided salary for at least March and April of
2020.

Out of the 100% of the loans provided by the banks, they need to provide 40%
of the loans to the priority sectors by 2024 (Nepal Rastra Bank, 2020). The
priority sectors include the Tourism Sector, along with MSMES, agricultural
sector and energy sector (Nepal Rastra Bank, 2020). Through this policy, the
stakeholders of the Homestay will have more opportunities to receive loans

from the banks.

2021-2022

1.

Under the business continuity loan program, for businesses affected by the
pandemic, having trouble repaying the loans taken prior to the pandemic, were
provided with an extended loan payment time. For the businesses that were
relatively less affected by the pandemic, the loan repayment time was extended
by 6 months, for the businesses that were moderately affected by the pandemic,
the loan repayment time was extended by 9 months, and for the businesses that
were highly affected by the pandemic, the loan repayment time was extended
by 2 years. The accumulated interest however was required to be paid after the
extended time period.

(Nepal Rastra Bank, 2021)

As Homestay Industry falls under the highly affected business section, the loan
payment time was extended by 2 years. However, as the accumulated interest
needed to be paid after the extended period, the Homestays still had to bear the
pressure of repaying the interest then. Nevertheless, as there is still a chance of
the business momentum not normalizing even after the 2 years extended period,

the extension will most likely be further extended.

For the individuals who were involved in the Tourism Sector, and had lost their
jobs due to the pandemic, they were made eligible to receive loans up to Rs. 1.5
million if intend to be self-employed (Nepal Rastra Bank, 2021). This
opportunity can especially be beneficial to the employees who were working in
Homestays previously, and had lost their jobs due to the pandemic. They could

use this opportunity to start a Homestay of their own. Also, since Homestay
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businesses are comparatively a low investment required business, stakeholders
previously involved in other industries within the Tourism Sector may decide

to take this loan and enter the Homestay Industry.

3. Under the business continuity loan program, for the businesses most affected by
the pandemic, including the Tourism Sector and small and medium-scale
enterprises, a loan of Rs. 956.7 million was approved for the purpose of
conducting their operation and for the payment of wages (Nepal Rastra Bank,
2021). This policy again further eased the process of taking loans for
stakeholders of the Homestay Industry.

4. Development banks were required to provide at least 20% and Finance
companies were required to provide at least 15% of its total loans available to
sectors such as MSMEs, energy, agriculture and Tourism Sectors by the mid-
July of 2024 (Nepal Rastra Bank, 2021). Through this policy, the stakeholders
of the Homestay have more opportunities to receive loans from these financial

institutes.

From these policies, it can be seen that there weren’t any relief funds provided free of
cost for recovery. They were provided with loan extensions and reduction in interest
rates, however, considering the stand-still situation of the businesses during the
beginning of the pandemic and the slow recovery of the Tourism Sector, it can be
difficult for the Homestays to repay the loans and pay the interests, even post pandemic.
This could force these Homestays out of business, leading to further unemployment,
decrease in standard of living, poverty, and various other socio-economic issues in the

society.

Many supports provided were targeted towards the employees employed within the
sector, rather than the business owners. As the Homestay Industry is a small scaled
industry within most stakeholders involved being business owners, they may not be

able to benefit from this support provided.
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2.8 Chapter Summary

This chapter focuses on introducing and providing a background on the major aspects
of the thesis, including the Tourism Sector of Nepal, the COVID-19 pandemic, the
cancellation of the ambitious plan of GoN, VNY 2020 and the Homestay Industry.

While introducing and providing a background of the Tourism Sector of Nepal, 2
aspects were focused upon. Firstly, the historical aspect of the sector was discussed,
from the first visit of mythological characters “Manjushree”, who is said to have
converted Kathmandu to the Valley it is today from a lake by cutting the Chovar Hill
with his sword, to how the sector has become one of the most prominent sectors in the
country. Secondly, different events that have affected the Tourism Sector in the past
have been discussed such as the civil war, the 2015 earthquake, leading to the discussion

of the current COVID-19 pandemic.

While discussing the COVID-19 pandemic, firstly a brief about what is COVID-19
pandemic was provided followed by the COVID-19 condition of the country. The
COVID-19 condition of the country was discussed with the help of COVID-19 daily
new cases and 7 day rolling average of new cases chart provided by World Bank. The
chart provides a visual representation of the peaks and the troughs of COVID-19 cases,
making it easier to understand the timeframe of the lockdowns implied by the
government. This timeframe of the lockdowns was further discussed while noticing its

necessity and its effects on the COVID-19 condition of the country.

Further, the economic effect of the pandemic and how it impacted the Tourism Sector
of the country was discussed. The GoN’s plan of making 2020 the most prosperous year
for the stakeholders involved in the Tourism Sector with the help of VNY 2020, and
how the opposite result was witnessed by the country due to the pandemic and it leading

to the cancellation of the program was discussed.
Then the discussion on the Homestay Industry of Nepal was approached from the

discussion of how the Homestay concept was present in historic literature of the country

to how it evolved into this sustainable business model it is today. The governmental
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policy that defined Homestay and its types: Private and Community were also looked

upon.
Finally, the Monetary Policies published in 2020 and 2021 was looked upon, while

identifying the governmental support and reliefs provided to support the Tourism

Sector, and its subsection, the Homestay Industry.
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Chapter 3

METHODOLOGY

Chapter 3 presents the complete step-by-step method used to fulfil the objectives set

for the research.

3.1 Type of Research

As demanded by the research objective, the study conducts a mixed research method,
including both qualitative and quantitative analysis. The data for this mixed research
method is collected through primary and secondary data sources but relies more on

primary data.

Research Methodology Framework

Figure 3.1 presents the flow of the research conducted.

Figure 3.1
Methodological flowchart

Research Conducted
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Monetary Policy

50



3.2 Research Site

The site selected for the study is Kathmandu Valley. The location of the city in the map
of Nepal is presented in Figure 3.1.

Figure 3.2

Map of Nepal, showing the location of Kathmandu Valley

: _Kathmandu Valley *

b W%

~N ,"\/-\\ / L

(Google Earth, 2022)

The Kathmandu Valley is 1349m above sea level, surrounded by the Shivapuri hill, the
Nagarjuna hill, the Chandragiri hill and the Phulchowki hill (Himkala Adventure,
2022). The Valley alone accounts for 30% of the country’s GDP hosting major
industries of the country such as healthcare, education, handicraft and tourism (ADB,
n.d) making it the economical hub of the country.

Kathmandu Valley consists of 3 major ancient cities namely Kathmandu, Lalitpur and

Bhaktapur Metropolitan Cities, as presented in Figure 3.2.
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Figure 3.3
Map of Kathmandu Valley
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These 3 cities were independent states before the 18" century, and were ruled by the
Malla kings, known for their contribution in the art and cultural heritage of the country
(Nepal Tourism Board, n.d). The 3 cities can also be called the centre of art and cultural
heritage of the country. With reference to UNESCO, n.d, together, the valley is home
to 7 UNESCO World Heritage sites, namely:

e Kathmandu Durbar Square or Hanuman Dhoka

e Patan Durbar Square

e Bhaktapur Durbar Square

e Swayambhu

e Bauddhanath

e Pashupati

e Changu Narayan
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The original inhabitants of the valley were the Newar community (UNESCO, n.d), who
are a part of “Adivasi Janjati” Community, meaning the ethnic indigenous community
of Nepal. This community is known for their skills in craftsmanship, and artistic
abilities (Nepal Tourism Board, n.d). Thanks to their abilities, the valley is known for
its unique and exquisite pieces of art, such as sculptures, temples, and monuments

(Nepal Tourism Board, n.d).

In terms of climate, the valley has a temperate climate, with the temperature staying
below 34 degrees even during summer and staying above 3 degrees even during winter

(Nepal Tourism Board, n.d).

Due to these features of the valley, it is a popular destination amongst the tourists.

In terms of the Homestay Industry, the district with the greatest number of Homestay
affiliated homes is Kathmandu (GoN, 2020). Bhaktapur and Lalitpur districts also have
a significant number of Homestay affiliated homes. Due to this, it is safe to assume that
these districts have a great number of stakeholders dependent upon the Homestay

Industry. Hence, the valley was chosen as the study area for the research.

3.3 Sampling Method and Procedure

a) Questionnaire Survey
With reference to the Nepal Tourism Statistics 2019, in the year 2019, there were 133
Homestay affiliated homes in the Kathmandu district, 17 Homestay affiliated homes in
the Bhaktapur district and 21 Homestay affiliated homes in the Lalitpur district (GoN,
2020).

However, the research conducted only considers the Homestays that are registered
under the Homestay Association of Nepal (HOSAN), as all Homestays under this
association are legally registered, actively functioning, and reachable for the data

collection process. These Homestays are as follows:
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Table 3.1

Homestays and Homestay affiliated homes under Homestay Association of Nepal

Homestay Number Homestay Type Homestay affiliated
homes

Homestay no. 1 Private 1
Homestay no. 2 Private 1
Homestay no. 3 Private 1
Homestay no. 4 Private 1
Homestay no. 5 Private 1
Homestay no. 6 Private 1
Homestay no. 7 Private 1
Homestay no. 8 Private 1
Homestay no. 9 Private 1
Homestay no. 10 Private 1
Homestay no. 11 Private 1
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Homestay no.

Homestay no.

Homestay no.

Homestay no.

Homestay no.

Homestay no.

Homestay no.

Total

12

13

14

15

16

17

18

Private

Community

Community

Community

Community

Community

Community

18

12

17

11

78

The research considers the economic effect of the pandemic on individual homes

affiliated to the Homestays. Total population sample of 78 households is taken for the

research.

b) Key Informant Interviews

Key Informant Interview (KII) was conducted with 12 individuals including 6

Homestay representatives, 4 Homestay experts and 2 bank representatives. From the

total respondents, 58% were from Kathmandu district, 25% from Bhaktapur district,

and 17% from Lalitpur district, as presented in table 3.2.
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Table 3.2
Frequency and Location of KII respondents

Homestay Experts
Location Frequency
Kathmandu district 3
Bhaktapur district 1
Total 4

Bank Representatives

Location
Frequency
Kathmandu district 2
Total
2
Homestay Representatives

Location Frequency Type
Kathmandu district 2 1 Private 1 Community
Bhaktapur district 2 1 Private 1 Community
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Lalitpur district 2 1 Private 1 Community

Total 6

Total 12

The Homestay representatives were selected on the basis of recommendation provided
by the HOSAN representative. The HOSAN representative recommended them on the

basis of their active participation in the Homestays activities.

Experts are selected for the consultation on the basis of the following criteria.
- Involvement in the Tourism Sector and Homestay Industry for at least 3
years.
- Experience in management level position.
- Recognition in the field of expertise.
- Experience dealing with both the Homestays guests and the Homestays

owners and managers.

Finally, the bank representatives were selected on the basis of their experience of

dealing with Homestay stakeholders.

3.4 Data Collection Methods

Both primary and secondary data collection methods are used.

3.4.1 Data Collection

Primary data is collected using the following methods:
1. Questionnaire Survey:
e Information such as booking rates, average room rates, employees
employed and financial support required, pre-pandemic, during

pandemic and in the current situation, collected through the survey.
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e Information regarding the economic condition such as their expenses
and revenue are collected through the survey.

e Data is collected for the years 2019, 2020, 2021 and 2022.

e Information regarding the coping strategies used by the Homestays
during the pandemic collected.

e Information regarding the knowledge, usage and effectiveness of the
support and funds provided by the NRB, referring to the Monetary
Policy Nepal 2020 and targeted towards the Tourism Sector is collected.

2. Key Informant Interview:

e The first objective of this interview was to get further insights on the
economic condition of the Homestays in the years 2019, 2020, 2021 and
2022.

e The second objective of this interview was to get a deep understanding
of the different response measures used by Homestays to recover from
the damage caused by the COVID-19 pandemic.

e And the third objective of this interview is to get a deep understanding
as to how effective has the support provided by the NRB’s Monetary
Policy 2020 and 2021, targeted towards the Tourism Sector on the
recovery of the Homestay Industry.

3.4.2 Secondary Data Collection

The information discussed in the Literature review is used for the study. Some of the
major documents used as secondary data are as follows:

e Monetary Policy 2020-2021 and 2021-2022, published by NRB. This document
is used to identify the different support and funds provided to the Tourism
Sector and its sub-section, the Homestay industry for its recovery from the
damage caused by the pandemic.

e Nepal Tourism Statistics 2020 and 2021 published by Government of Nepal
Ministry of Culture, Tourism & Civil Aviation. Nepal Tourism Statistics 2022
is not published yet for use. This data is mainly used to see the trends related to
the tourism sector in the previous years. By doing so, analyses of the current

situation and prediction of future situations are done.
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Nepal Development Update 2022 published by World Bank. Through this data,
the overall economic development of the country, and the economic
development of the Tourism Sector of the country is extracted for analysis.
Information regarding the role of the pandemic on these factors are looked upon
as well.

Nepal Macroeconomic Update 2022 published by ADB. Through this data, the
overall economic condition of the country, and the economic condition of the
Tourism Sector of the country is intended to be extracted for analysis.
Information regarding the role of the pandemic on these factors are looked upon
as well.

CoVid19-Dashboard, updated daily by Government of Nepal Ministry of Health
& Population of Nepal. Data regarding the COVID-19 situation of the country

is intended to be analyzed using the data extracted from the dashboard.

3.5 Data Analysis

A mixed method consisting of both quantitative and qualitative analysis methods has

been carried out in this research.

3.5.1 Quantitative Data Analysis

Quantitative data analysis is a close-ended data analysis method that analyzes numerical

and categorical data using statistical techniques (Jansen, Warren, 2020). For this

research, the following statistical techniques are applied using the R software for data

analysis.

a) Descriptive Analysis: This method is used for the purpose of simplifying the
data presented, and for better understanding.

b) Welch’s t-test: This is a comparative analysis conducted on the means of 2
heterogeneous independent data sets.

¢) Mann Whitney u-test: This 1s a non-parametric test which is used when
analyzing the difference between two samples. It is particularly useful when
comparing groups with a lower number of samples.

d) Multiple Regression Analysis: This method is used with the purpose of

understanding the cause and effect of independent variables on dependent

variables.
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Quantitative Data Analysis used to fulfil Objective 1

In order to understand the change in economic condition of Homestay affiliated homes
from 2019 to 2022, the data regarding their economic conditions are presented using
Descriptive statistics. Welch’s t-test and Mann Whitney u-test was used to compared
the profits generated by Community and Private Homestays affiliated homes. Multiple
regression analysis for the 3 phases were conducted to understand the factors affecting
expenses and revenues incurred during these phases.

The following data presented in table 3.3 were collected for this process through

questionnaire survey.
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Table 3.3:
Independent and Dependent variables for Multiple Regression Analysis

Independent Variables
Category Variables
1. Rooms Number of Rooms

Average Room Rates

2. Employees Total number of employees hired to conduct Homestay
activities
3. Guests Average occupancy of Domestic Guests

Average occupancy of Foreign Guests

Average days of stay

4. Loans taken Loans taken

Interest rate paid

Use of governmental support (mentioned in Monetary

Policies 2020 and 2021)

5. Maintenance Maintenance such as housekeeping, heat light power, etc.

Dependent Variable: Profit generated

The equation used can be broken down as presented in the following text:
Y1=B0+ B1X1+ B2X2+ -+ B5X5
where, (BO ... B6) is the regression coefficients, X is the independent

variables and e is the error of prediction.
Quantitative Data Analysis used to fulfil Objective 2

In order to understand the strategies used by the Homestays to recover from the

pandemic, factors such as the challenges faced by the Homestays, concerns that the
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Homestays have for post-pandemic phase, edges that the Homestays have over other
businesses under Tourism Sector, strategies used by the Homestays, reasons why some
Homestays are not using any strategies, and recommended strategies provided by the

Homestay experts were presented using Descriptive Statistics.

3.5.2 Qualitative Data Analysis

Qualitative data analysis was used to fulfill objectives 2 and 3. This data analysis is an
open-ended analysis method in which unstructured and non-numeric data are gathered,
structured and interpreted to understand what it represents (Dye, n.d). For this research,

Thematic coding Analysis is used.

Thematic coding Analysis follows the process of analyzing written documents or
transcribed recordings, and identifying information with common themes, clubbing
them together into categories, and establishing them into a “framework of thematic
ideas” (Mountain, 2019).

With reference to Delve, 2020, the step-by-step process followed in order to carry out

this analysis is as follows:

1) Data Familiarization
In this process, the data available was converted into written format. For
instance, in this research, the key informant interviews recorded were
transcribed for further analysis purposes. In addition to that, the transcribed data

was also briefly analyzed to identify potential codes that could be created.

2) Initial codes creation
In this step, initial codes representing the patterns and meanings seen in the data
were created and recorded in a codebook. In addition to that, the data was also
revisited to identify interesting findings, to which, the created codes could be
used. Ideas and findings with similar meanings or ideas were given the same

code.

3) Codes with similar ideas clubbed

Here, all the ideas and findings with same codes were clubbed together.
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4) Codes grouped into themes
In this process, the codes were sorted into potential themes, to identify patterns
and trends. These codes were then revisited to see if there were any overlapping
codes that could be combined or if any codes need to be further divided into

different codes to match the potential themes.

5) Revision and review of the themes
In this step, the themes were revisited to see if there was enough data and
information to support them. Themes with insufficient data were removed and
themes with overlapping ideas were merged together. Additionally, the themes

were then taken forward towards formulating narratives.

6) Narratives
Finally, the data was communicated with the readers in the form of narratives.
These natives were supported with relevant quotes extracted from the data. A
coherent story was narrated, presenting unique thoughts and arguments

extracted from the process followed.

3.6 Chapter Summary

This chapter illustrates a picture of the methodology used for the study. Kathmandu
Valley was selected as the study area for the research as the valley is home to a
significant number of stakeholders involved in the industry. The sample size for
primary data collection of the research included 77 questionnaire survey respondents
and 12 key informant interview respondents. For secondary data collection, documents
such as Monetary Policy 2020-2021 and 2021-2022, Nepal Tourism Statistics 2020 and
2021, Nepal Development Update 2022, Nepal Macroeconomic Update 2022, and
CoVid19-Dashboard were used.

Quantitative data analyses methods used were Descriptive Analyses, Welch’s t-test and
Mann—Whitney U test. Qualitative data analysis used was Thematic coding Analysis.
Quantitative data analysis was used to fulfil objective 1 and to support objective 2.

Qualitative data analysis was used to fulfil objective 2 and 3.
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The details are presented in Table 4.
Table 3.4

Hllustration of data sources, data collection and analysis methods used.

Objective Quantitative Data Qualitative Data
Analyses collection for Analysis collection
Quantitative for
Analyses Qualitative
Analysis
Objective e Descriptive 77 questioner
1 statistics surveys
e Welch’s t-
test
e Mann—
Whitney U
test
e Multiple
regression
analysis
Objective Descriptive 77 questioner Thematic 12 KlIs
2 statistics surveys coding
Analysis
Objective Thematic 12 K1Is
3 coding

Analysis




CHAPTER 4

HOMESTAY AND RESPONDENT PROFILE

This chapter presents the overall profiles of the Homestays and the respective
representatives of the Homestay affiliated homes, from whom the data have been
collected. The research area of the thesis is the Kathmandu Valley; hence the data is

collected is from 3 cities within the valley, Kathmandu, Lalitpur and Bhaktapur.

The immediate pre-pandemic phase refers to the year 2019, taken to represent the
economic condition of the Homestays and the Homestay affiliated homes before the
declaration of pandemic. The during-pandemic phase refers to the years 2020 and 2021.
It is essential to know that during this phase, most Homestays were in stand-still
situation with minimal to no guests hosted. The current-phase refers to the year 2022.
Since the economic year had not come to an end yet during the data collection period,
the data collection was done on the basis of prediction made by the Homestay

representatives.

4.1 Respondent Profile

4.1.1 Profile of KII respondents

Table 4.1
KII respondent’s details

KII Profession Category Gender Years of
Respondents Experience
Respondent Homestay Homestay Male 5
1 Owner Representatives
Respondent Homestay Homestay Female 5
2 Owner Representatives
Respondent Homestay Homestay Male 3
3 Owner Representatives
Respondent Homestay Homestay Male 2
4 Owner Representatives
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Respondent Homestay Homestay Female 4
5 Owner Representatives
Respondent Homestay Homestay Male 6
6 Owner Representatives
Respondent Manager at Homestay Female 15
7 Nepal Tourism Expert
Board

Respondent Tourism Homestay Female 8
8 Expert at Expert

ICIMOD
Respondent Treasurer of Homestay Female 4
9 Homestay Expert

Association of
Nepal

Respondent COO of Homestay Male 3
10 Community Expert

Homestay

Network
Respondent Manager at Bank Male 6
11 Loan Representative

Department
Respondent Manager at Bank Male 7
12 Loan Representative
Department

4.1.2 Profile of Questionnaire Survey Respondents

4.1.1.1 Type of the Homestays

The Homestays are divided into Community Homestays, where a minimum of
5 Homestays affiliated homes come together and work as a Community
Homestay, and Private Homestays, where individual homes conduct their
overall Homestay business activities individually. The communication focal
points of the Homestay affiliated homes were responsible for participating in

this particular questionnaire survey.
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Majority of respondents for this thesis were representatives of Community
Homestay affiliated homes making 84.4%, and the remaining 15.6% of the
respondents were representatives of Private Homestay affiliated homes,

presented in table 4.2.

Table 4.2
Homestay Profile by Type (questionnaire survey)

Homestay Type Frequency Percentage
Community Homestay 65 84.4%
Private Homestay 12 15.6%
Total 77 100%

4.1.2.2 Gender of the Homestay affiliated homes Respondents
The respondents of the research were of the questionnaire survey were
Homestay representatives, who were either the owner, or a family member of
the owner. 71% of the respondents were male whereas 29% of the respondents
were female. This shows that there are more men involved in the industry
compared to women, as oppose to the IIDS study stating that there are more
female stakeholders involved in the industry, with reference to Literature
Review sub-section 2.5.5.1. However, as the study area is limited to Kathmandu

Valley, that data can be unique to the study area.

71% of the Community Homestay respondents were male and 29% of the
respondents were female, whereas 75% of the Private Homestay respondents
were male and 25% of the respondents were female. The data is presented in

table 4.3.
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Table 4.3

Gender division of Homestay affiliated homes respondents.

Overall

B Male ®Female

Homestays

Communit M Male ®Female

y

Homestays

Private B Male ®Female

Homestays

4.1.2.3 Economic Dependence of Respondents

The percentage of the total earnings of the respondents, depending on the
respective Homestays are presented in table 4.4. More than 60% of the

respondent’s economic condition depends dominantly on the Homestay
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Industry. This shows that downfall of economic performance of the industry
impacts the individual households and individual respondents heavily. This also
shows that the effect of the pandemic impacts these individuals intensely.

In the case of Community Homestays, more than 60% of the respondent’s
economic dependency is more than 60% on the industry, as presented in table
4.5.

Private Homestays, more than 80% of the respondent’s economic dependency

is less than 60% on the industry, as presented in table 4.6.

Figure 4.1

Economic Dependence on Homestay Industry
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4.2 Location of Respondent Homestays

Table 4.4 shows the location of the respondents for the questioner survey, presented on
the basis of municipalities. The outer boundary of municipalities Chandragiri,
Nagarjun, Tokha, Budhanilkantha, Gokarneshwar, Shankharapur, Changunarayan,
Suryabinayak, Mahalaxmi, Godawari and Dakshinkali are the boundaries of the
Kathmandu Valley.

Municipalities Kathmandu, Nagarjun, Kirtipur and Budhanilkantha are situated in
Kathmandu district, municipalities Lalitpur and Mahalaxmi are situated in Lalitpur
district, and municipalities Bhaktapur and Changunarayan are situated in Bhaktapur
district. The locality division is presented in Table 4.4. From the table, it can be
understood that the largest number of households involved in Homestay businesses lie
in Kathmandu district. However, in terms of municipality, the largest number of

households lie in Lalitpur municipality.

Table 4.4

Questionnaire survey locality division

District Municipality Households Street
Involved in
Homestays
Kathmandu Kathmandu 7 Swayambhu,
Basundhara,
Mabharajgunj
Kathmandu Budhanilkantha 12 Kapan,
Budhanilkantha
Kathmandu Kirtipur 10 Kirtipur
Kathmandu Nagarjun 1 Sitapaila
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Bhaktapur Bhaktapur 21 Nagarkot,

Bhaktapur
Lalitpur Mahalaxmi 2 Kotdada
Lalitpur Lalitpur 24 Patan,

Bungamati

Figure 4.2

Map of questionnaire survey locality division
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4.3 Number of Rooms
As per the Homestay Working Procedure, 2067 Act, each home should have a minimum
of 1 and a maximum of 4 spare rooms to accommodate guests, in order to be registered.

However, some respondent Homestay affiliated homes have more than 4 rooms
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accommodating guests. Majority of the respondents however have 1-2 spare rooms

available to accommodate the guests, as presented in Figure 4.3.

Figure 4.3

Room Range of Respondent Homestays.
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It can be seen that in the years 2020, 2021, and 2022, several homes offered 0 rooms.
This means that these homes did not accept guests during this period, as they chose to
not participate in Homestay activities during this period. These homes simply did not

accept guests during this period.

With reference to Pearson's chi-squared test however, there was no significant
difference between the number of rooms provided in the years 2020, 2021 and 2022,
compared to the year 2019. This is because most households already offered only 1-2
rooms even prior to the pandemic, and post pandemic, even these rooms were not

offered.
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4.3.1 Number of Rooms in Community Homestays

Most Community Homestay affiliated homes offer 1-2 rooms to the guests. This is
because more than 5 homes come together for business activities, resulting in more
accumulated numbers of rooms provided to guests. Due to this, these homes tend to

focus more on quality than quantity.

After the declaration of the pandemic, even the homes that used to offer 3 or more
rooms started providing below 2 rooms. 20 homes were inactive after the declaration

of the pandemic, from which 3 of them are still inactive, as presented in Figure 4.4.

Figure 4.4

Room Range of Respondent Community Homestays.

Room Range of Respondent Community Homestays.
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4.3.2 Number of Rooms in Private Homestays

In the case of Private Homestays, 1 respondent Homestay has remained shut after the
declaration of the pandemic, and 1 respondent Homestays that used to offer 3 to 4 rooms
started providing more than 5 rooms after the lifting of lockdowns and travel

restrictions, as presented in Figure 4.5.
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Figure 4.5

Room Range of Respondent Private Homestays.
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With reference to Welch’s t-test, there is a significant difference between the room
frequencies in Private and Community Homestays, with the p-values of one-tail tests

being 0.00.

4.4 Non-Homestay Services

Non-Homestay services refers to the add on services provided by the Homestays. The
popular add on services provided are hiking services and city visit services. Other add
on services include cooking classes, yoga classes, meditation and healing, and cultural
events provided. In terms of cultural programs, some cultural programs, welcome and
farewell programs done in traditional manner to be specific are considered Homestay
services. However, other additional services like cultural dances and acts are considered

as non-Homestay services.

Methods for charges for these services vary depending on individual homes and the
intensity of services demanded by the guests. For example, if a guest demands for a
long hiking service in geographically demanding areas, a 3rd party guide is hired to
conduct those activities. In such cases charges are specified on the basis of the demand

of the 3rd party guide. However, on the other hand, if the guests demand for cooking
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classes of simple traditional dishes, the owners personally provide these classes with

no additional charges.

With reference to Figure 4.6, it can be understood that Community Homestays provide

a larger variety of non-Homestays activities compared to Private Homestays.

Figure 4.6

Non-Homestay activities provided
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4.5 Chapter Summary

The primary data collection for this thesis was done through in-depth interviews and

questionnaire surveys.

In terms of in-depth interviews, 12 interviews were conducted from which, the largest
number of interviewers were from Kathmandu district, followed by Bhaktapur district
and then Lalitpur district. The larger proportion of the respondents were male (58%)
and the majority of these interviewers had 5 to 10 years of experience in the Homestay

industry.
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In terms of questionnaire survey, 77 surveys were conducted, with the larger percentage
of these respondents representing Community Homestays (84.5%), compared to the
Private Homestays (15.6%). 66% of them were male whereas only 34% were female.
Majority of these respondents (46.7%) depended upon the Homestay business to about
60%-80% economically.

In terms of the location of the Homestays, majority of these Homestays were located in
Kathmandu district, followed by Lalitpur district, and then Bhaktapur district. Most
Community Homestays offered 1-2 rooms to travelers whereas most Private Homestays

offered 3-4 rooms.

In terms of the non-Homestay services, it can be seen that before the pandemic (2019),
more than 50% of the Homestay affiliated homes experienced 25%-75% demand for
these services. However, after the pandemic hit, majority of the homes are witnessing

demand of less than 50%, showing the effect of the pandemic.
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CHAPTER 5

ECONOMIC CHANGE BROUGHT BY THE COVID-19
PANDEMIC ON THE HOMESTAY INDUSTRY OVER THE
YEARS 2019 TO 2022

The first objective of the thesis “To understand the change brought by the COVID-19
pandemic on the economic condition of the Homestay affiliated homes over the time

frame of 2019 to 2022 is aimed to be achieved in this chapter.

5.1 Economic Condition of Homestays Industry in the immediate Pre-Pandemic

Phase

To analyze the economic condition of the Homestay Industry in the immediate pre-
pandemic phase, data has been collected regarding the economic performance of the

respondent Homestay affiliated homes in the year 2019.

5.1.1 Overall Performance of Homestays

In the year 2019, 37% of the respondent Homestays claimed that their businesses were
doing very well, followed by 45% of the Homestays claiming that their Homestays were
doing well economically, as shown in Figure 5.1.
“Our Homestay was doing very well prior to the pandemic. My family shared
a very warm relationship with the guests living with us.” - (Owner, Private

Homestay, Kathmandu)

On the other hand, 18% of the Homestays claimed that they were already struggling
economically, as shown in Figure 5.1. They were either running under the pressure of
heavy loans, were still recovering from losses brought by the catastrophic 2015
earthquake, and/or were struggling with coming in contact with the potential guests.
“We introduced our Homestay in 2013 after renovating our house by taking a
loan from the bank. But before even starting to make a good profit the
earthquake hit. However, since we witnessed the tourism sector of the country

making a fast recovery, we did not lose hope and continued our business. We
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were already struggling economically, and to top all that, now the pandemic

has hit.” - (Owner, Community Homestay, Kathmandu)

However, despite struggling or benefiting economically, the Homestays, along with
Homestay experts, were looking forward to enjoying a prosperous economic year,
2020. This was due to the VNY 2020 campaign that was supposed to have boosted the
prosperity of the tourism sector of Nepal.
“We were very excited about 2020. Especially since we were aware of the
success stories of Nepal Tourism Year 2011, we were convinced that 2020 could

bring in such prosperity as well.” - (Homestay Expert, Kathmandu)

Some Homestays had also inverted a large sum of funds to prepare their homes for the

year 2020, only to be left with a larger financial depth, creating a stressful environment.

Figure 5.1

Economic performance of respondent Homestays in 2019

Economic performance of respondent Homestays in 2019
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5.1.2 Profit generated by Homestays in 2019

In the year 2019, the profit generated by ranged from NRS 25,000 per year to NRS
1,638,000. 25% of the homes made a profit of below NRS 340,000, whereas only 25 %
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of them made a profit of above NRS 690,000. The 50% mark of the profit generated
was NRS 396,000 and the average profit generated was NRS 479,473.

In terms of Community Homestays, the profit generated ranged from NRS 25,000 to
NRS 1,000,000. 25% of the homes generated profits of below NRS 340,000 and 25%
of them generated a profit of above NRS 700,000. The 50% mark of the profit generated
was NRS 400,000 and the average profit generated was NRS 477,086.

Similarly, in terms of Private Homestays, the profit generated ranged from NRS
204,000 to NRS 1,638,000. 25% of the Homestays generated profits of below NRS
276,000 and 25% of them generated a profit of above NRS 480,000. The 50% mark of
the profit generated was NRS 360,000 and the average profit generated was NRS
492.,400.

Comparing the profit generation by representatives of Community and Private
Homestays, it can be seen that the range of profit generation amongst the Community
Homestay associated homes were wider compared to the range of profit generation of
Private Homestay affiliated homes. Despite the minimum profit generation of
Community Homestay homes being NRS 25,000, which is lower compared to the
minimum profit generated by Private Homestay homes, which is NRS 204,000, the first
quartile of Community Homestay homes is higher than the first quartile of Private

Homestays.

Similarly, despite the maximum profit generated by Private Homestay homes being
higher than the maximum profit generated by Community Homestay homes, the third
quartile of Community Homestay homes is higher than the third quartile of Private

Homestay homes.
However, as per the result of Welch's t-test conducted, the p-value of 1 tail test is 0.45,

signifying that there is no significant difference between the profits generated by

Community and Private Homestay homes, in the year 2019.
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Similarly, with reference to Whitney’s U test, the p-value of the test was 0.9 signifying
that there is no significant difference between the profits generated by Community and

Private Homestay homes, in the year 2019.

Table 5.1
Measures of central tendency for profit generated by Homestays in 2019.

Homestays Minimum Q1 Median  Mean Q3 Maximum Total
Sam
ple

All 25,000 340,000 396,000 479,473 690,000 1,638,000 77

Community 25,000 340,000 400,000 477,086 700,000 1,000,000 65

Private 204,000 276,000 360,000 492,400 480,000 1,638,000 12

As presented in figure 5.2, there were no Homestays among the respondent Homestays
making negative profit in the year 2019. Despite of certain Homestays struggling to
generate significant income during this year, it was found that they were at least able to

reach a break-even point.

Since the number of households affiliated to Community Homestays are greater
compared to Private Homestays in Kathmandu Valley, and in terms of the sample size
of the research, the Figure shows a larger percentage of Community Homestays making

profit compared to Private Homestays.
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Figure 5.2

Homestays making positive and negative profit

Homestays making positive and negative profit

= Community Homestays making positive profit
= Private Homestays making positive profit
= Community Homestays making negative profit

= Private Homestays making negative profit

Factors affecting the profits generated

With reference to Table 5.2, it can be understood that in the year 2019, the factors
affecting the profit generated were number of rooms, average length of stay, loan taken
and maintenance cost. While the number of rooms and average length of stay had
positive impact on the profit generated, loan taken and maintenance cost had negative

impact.
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Table 5.2

Multiple regression analysis results

No. Variables (X) Dummy Coff. p-value
Intercept 411600 00*#*
1 Number of Rooms 9187
X1) .04.
2 Average Length of 4221
Stay .05.
3 Number of -15180
Employees 7
4 Average occupancy 0.65 13
of Foreign Guests
5 Average occupancy 1.97
of Domestic Guests =
6 Loan Taken Yes =1 -252300
.002%*
No=0
7 Interest Rate 1% -5% =1 - 1620
6% -10%=2 -11553 10
11%-15%= - 12152 i
.10
3
8 Maintenance Cost -4105 .002%*
Here,

Total number of sample (n) was 77, r> was 0.8, and the p-value was 0.00. Significance

had been carried out at 10% level.

5.1.3 Customer Type in 2019

In the year 2019, majority of the customers welcomed by the Homestays were
foreigners. The proportion of Nepalese guests was below 10% in both Community and

Private Homestays, as presented in table 5.3.
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Table 5.3

Proportion of Foreign Guests versus Nepalese Guests in 2019

Homestays Proportion of Foreign Guests versus Nepalese
Guests
Overall PROPORTION OF FOREIGN GUESTS

VERSUS NEPALESE GUESTS IN 2019

mForeign Guests mNepalese Guests

Community Homestays PROPORTION OF FOREIGN GUESTS VERSUS
NEPALESE GUESTS IN COMMUNITY
HOMESTAYS 2019

W Foreign Customers M Nepalese Customers

Private Homestays PROPORTION OF FOREIGN GUESTS
VERSUS NEPALESE GUESTS IN PRIVATE
HOMESTAYS 2019

W Foreign Guests W Nepalese Guests

The reasons for the strong dominance of foreign customers over Nepalese customers,

as explained by the KII respondents are as follows:
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a)

b)

The concept of Homestay

The Concept of Homestay revolves around experiencing the lifestyle of people
living in the particular location of stay. In the case of Nepal, it means living in
a Nepalese household, experiencing the lifestyle of a Nepalese. This concept is
suitable for experience seeking tourists who have a different lifestyle and
household scenario from the Homestay that they visit. Many Nepalese people
have a similar lifestyle and household scenario, making it less suitable for

Nepalese customers and more suitable for foreign customers.

However, on the contrary, it can be argued that Nepal being a country with
diverse culture, and it is still possible for Homestays to target Nepalese
customers, with different lifestyle and household scenarios. In order to do so,
marketing will be the key ingredient. However, through research, it was found
that the Homestays have developed their marketing strategies targeting only

towards foreigners.

Product development

Since Homestays have been welcoming larger number of foreign customers
since the beginning of its existence (in 2011, during Nepal Tourism Year, as
mentioned in Chapter 2) the experience-based products developed by them are
targeted towards foreigners. Due to this, the projection for sales has been
targeted towards the foreign tourists as well. This projection includes the

marketing done by the Homestays.

Almost 90% of the respondent Homestays have market their prices on digital
platforms in US dollars. Some websites however have included the option of

converting the prices in Nepali Rupees or NRS.

Willingness to pay

Homestay Industry, like many other accommodation industries, is a labor-based
industry. In fact, in terms of Homestays, almost 100% of the respondent
Homestay affiliated home owners are actively involved providing Homestay

services with no help from a 3rd person. Even for the remaining homes hiring
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employees, only a very minimal number of employees are hired, and they do
not play a significant role in the Homestay services. This allows the Homestays

to provide a one-of-a-kind service to their customers.

However, through research it was understood that compared to the Nepalese
customers, foreign customers are more appreciative towards such services

provided, increasing their willingness to pay for services provided.

d) Preference of Homestay representatives for foreign customers
About 10% of the respondent Homestays shared reservations about welcoming
Nepalese tourists into their homes. They shared that in terms of Homestay
business, it is not enough to consider business and economic factors while
welcoming guests. Since guests are welcomed into the homes and mingled with
the family members of the host family, they shared the importance of ensuring
to welcome customers who are able to understand the household scenario and
maintain at least a minimum decency while living with the host families. The
respondents shared that the foreign guests are more willing to understand these

factors, and corporate.

5.1.4 Financial Resilience in 2019

In the year 2019, out of the 77 Homestay affiliated homes, only 33 had taken loans from
BFIS. Of these 33 homes, 20 of them were paying interest rates of about 10% to 15%.

In terms of Community Homestay affiliated homes, out of the 65 homes, only 26 homes
were taking loans from the banks and in terms of Private Homestay affiliated homes, 7

out of 12 homes were taking loans from the banks.

Table 5.4 presents the information explained. The percentage listed represents the
percentage of interest rates under which the loans have been take. This means if a
household affiliated to Homestay had taken a loan while paying an interest rate of 10%,
this particular household will be listed under 6%-10% Frequency. The number of
Homestay affiliated homes listed under the 0% frequency section are the households

that had not taken any loans.
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Table 5.4

Loans taken from banks and interest rates paid in the year 2019

Years No loan 1%-5% 6%-10% 11%-15%
Frequency Frequency Frequency Frequency
Overall 44 0 13 20
Community 39 0 9 17
Homestays
Private 5 0 4 3
Homestays

From the 33 homes that had taken loans before the pandemic, about 68% of them had
taken loans for more than 5 years prior to pandemic, primarily during the initial phases
of the business. However, the remaining 32% of the Homestays had taken loans
recently, primarily in order to prepare themselves for the year 2020, which was

supposed to be the Visit Nepal Year.

With the hopes of the year 2020 being a prosperous year, respondents were expecting
to be able to generate sufficient funds to pay back their debts. But the pandemic painted

an entirely different picture, leading to additional depths.

The major issue faced by respondent Homestays while taking loans were said to be the
requirement of lengthy documentation, lack of awareness, and lack of support and

guidance from the BFIs, which will be further discussed in chapter 6.

The loans are taken mainly from commercial banks and development banks. No
respondent Homestays have opted for microfinancing options due to a lack of
awareness, and a preference for commercial and development banks, especially in terms
of trust and reach factors. A few commercial banks in Kathmandu Valley have
reportedly shown great support to Homestays, as claimed by Homestay experts, but this

cannot be said for all banks. It was also found through research that some banks in the
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valley do not accept loan applications from Homestays, regardless of the documentation

provided.

5.2 Economic Condition of Homestays Industry During-Pandemic Phase

In this section, the worsening situation of the Homestay Industry in the years 2020 and
2021 is discussed. It is important to understand that during these 2 years, Nepal faced
2 long lockdown periods and an ongoing travel restriction throughout. However, the
intensity of the travel restrictions fluctuated during these times, as presented in chapters
1 and 2. Due to this, the travelers footfalls rates decreased exceedingly, affecting the

overall Tourism Sector, including the Homestay Industry.

5.2.1 Overall Performance of Homestays
2020

At the beginning of 2020, before the pandemic was declared, the Homestays were still
very hopeful and excited for the economic year. The Homestays had already recorded
several reservations, and had already started hosting guests as well.
“The beginning of 2020 was very exciting. With the bookings coming in, we
were preparing ourselves to handle a busy economic year.” - (Owner,

Community Homestays, Bhaktapur)

However, the declaration of the pandemic, and the sudden lockdown placed by the
government suddenly changed the entire scenario in the industry. The Homestays were
not expecting such sudden changes. Homestays that were hosting guests at that time
were unable to help their guests fly back to their countries on time, forcing the guests
to live with them for an extended period of time.
“When the lockdown was announced, we were already hosting 2 foreign guests.
Since the international airport was closed down suddenly, our guests were not
able to secure a flight back to their homes on time. They ended up living with

us for almost 6 months.” - (Owner, Private Homestay, Kathmandu)

100% of the respondent Homestays claimed that their economic performance in the

year 2020 was poor, as presented in Figure 5.3.
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Figure 5.3

Economic performance of respondent Homestays in 2020

Economic performance of respondent Homestays in 2020
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The economic year 2021 was a difficult year for the Homestay Industry. The
respondents claimed that the economic recovery seemed hopeless. Though there was
about an 8 to 9 months period when the lockdown was lifted between the years 2020
and 2021, the Homestays were not able to benefit from it. The tourist footfalls were
very low and the Homestays themselves were not willing to take in guests due to the
risk of virus transfer. Especially since the Homestays host guests in their own houses,
they could not risk exposing their families to guests.

“We felt hopeless from the very start. Our focus was only on protecting

ourselves. Especially since my mother-in-law, who is 76 years old lives with us,

bringing in guests was just not an option for us. It was a time of anxiety and

fear.” - (Owner, Private Homestay, Lalitpur)

However, on the other hand, some respondent Homestays saw this as an opportunity to
do renovation and construction work that could not have been done when there were
guests living with them.

“When the lockdown first hit, we were all in shock and in panic mode. But once

the lockdown was lifted and the COVID-19 cases started decreasing, we
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regained confidence and thought this would end sooner or later. We cannot be
wasting time. So, I gathered my fellow Community Homestay affiliated homes
and proposed to them that we should start working on renovating our homes
and start getting ready for the upcoming years. Since we work in our own
homes, we do not have to pay rent and since we work by ourselves, we do not
have to pay salaries as well. So, we were able to close down the business and
renovate our houses during this pandemic period. Since most people did not
have work during this time, we were able to hire cheap labor for the
construction work. We were also able to take loans from the bank at a very low

interest rate.” - (Owner, Community Homestays, Bhaktapur).

100% of the respondent Homestays claimed that their economic performance in the

year 2021 was poor, as presented in Figure 5.4.

Figure 5.4

Economic performance of respondent Homestays in 2021
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It can clearly be seen that the economic condition of the Homestay Industry worsened

dramatically during these 2 years.
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5.2.2 Profit generated by Homestays in the years 2020 and 2021

2020

In the year 2020, as presented in Table 5.4, many respondent Homestays generated huge
losses. 25% of the homes generated losses of more than NRS 102,000, whereas only
25% of them were able to generate losses of less than NRS 2,000. The maximum profit
generated was 210,000 and the maximum loss generated was NRS 1,536,000. Loss of
NRS 19,200 marked the 50% mark of losses generated and the average loss was NRS
317,293.

In terms of Community Homestay affiliated homes, the maximum loss generated was
of NRS 1,536,000 and the maximum profit generated was of NRS 14,000. More than
25% of the homes generated losses of more than NRS 1,104,000 and only 25% of the
homes generated losses of less than NRS 9,720. The 50% mark of losses generated was

of NRS 21,000 and the average loss generated was of NRS 380,417.

In terms of respondent Private Homestay affiliated homes however, more than 75% of
them were able to generate profit, even during the pandemic period, though compared
to the profits generated in the pre-pandemic phase, the profit generated were much less.
25% of the population generated profit of less than NRS 15,040 and 25% of the
population made profit of more than NRS 210,000. NRS 20,600 marked the 50% mark
of profit generated and the average profit generated was NRS 24,627.

Compared to the profits generated in the year 2019, a significant worsening of the
financial performance can be seen, both in terms of Community and Private Homestay
affiliated homes. This shows the extent to which the pandemic affected the financial

performance of the Homestays in the year 2020.

Comparing the profit generated and the losses made by the respondent Community and
Private Homestay affiliated homes, the respondent Community Homestay affiliated
homes were more affected by the pandemic than the Private Homestay affiliated homes.
More than 75% of the Community Homestay affiliated homes generated losses in the

year 2020, whereas less than 25% of the Private Homestay affiliated homes generated

90



losses. Though compared to 2019, the profits generated have decreased, most Private

Homestays affiliated homes were still in surplus in the year 2020.

As per the result of Welch's t-test conducted, the P-value of 1 tail test conducted is 0.00,
signifying that there is a significant difference between the profits generated by

Community and Private Homestay affiliated homes, in the year 2020.

Similarly, with reference to Whitney’s U test, the p-value of the test was 0.00 signifying
that there is a significant difference between the profits generated by Community and

Private Homestay homes, in the year 2020.

Table 5.5
Measures of central tendency for profit generated by Homestays in 2020.

Homesta Minimum Q1 Median Mean Q3 Maximu Total
ys m Samp

le

All -1,536,000 -102,000 -19,200 -317,293 -2,000 210,000 77

Commun -1,536,000 -1,104,000 -21,000 -380,417 -9,720 14,000 65
ity

Private -99,995 15,040 20,600 24,627 27,200 210,000 12

As presented in Figure 5.5, 80% of the Homestays among the respondent Homestays
were making negative profits in the year 2020, amongst whom 76% were a part of
Community Homestays and only 4% were a part of Private Homestays. This is a
significant shift from the data presented for the year 2019, as presented in Figure 5.1.
With 0% Homestays making a negative profit in 2019, in 2020, majority of the

Homestays have recorded to have made negative profit.
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Comparing the profits generated by Community and Private Homestays, it can be seen
that majority of the Community Homestays made a negative profit in 2020, whereas
majority of Private Homestays made a positive profit. This again reflects the resilience

of Private Homestays during the pandemic, compared to Community Homestays.

Figure 5.5

Homestays making positive and negative profit

Positive and Negative profits made by Homestays
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& Positive profit generated by Community Homestays
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& Negative profit generated by Private Homestays

Factors affecting the profits generated

With reference to Table 5.6, it can be understood that in the year 2020, the factors
affecting the profit generated were average occupancy of foreign guests, loan taken and
maintenance cost. While the number of average occupancies of foreign guests had
positive impact on the profit generated, loan taken and maintenance cost had negative

impact.
Compared to the year 2019, it can be seen that the number of rooms and the average

length of stay did not have an impact on the profit generated in 2020, unlike the year

2019. This shows that due to the decrease in customers footfall, the significance of these
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factors also decreased as well. Another opposing factor found in 2020 was that the
average occupancy of foreign guests impacted positively on the profits generated. This
showed that the Homestays that were able to host higher foreign guests in the year 2020
made a larger profit. The number of foreign guests decreased to a bare minimum in the
year 2020 after the declaration of the pandemic, and almost no respondent households

were able to host them.

Before the declaration of the pandemic however, several homes were hosting foreign
travelers. A KII respondent Homestay representative also stated that due to the sudden
declaration of the pandemic and the immediate closer of the international airport,
foreign traveler living with them were forced to stay back in Nepal for 6 months. Due

to the suddenness of the situation, the host hosted the guest in a discounted rate.
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Table 5.6

Multiple regression analysis results

No. Variables (X) Dummy Coff. p-value
Intercept 150300 00H**
1 Number of Rooms -66530
X1) A
2 Average Length of 52.4
Stay i
3 Number of 71060
Employees 7
4 Average occupancy 14570
of Foreign Guests 06.
5 Average occupancy -188.6
of Domestic Guests 7
6 Loan Taken Yes=1 -367800 0o
No=0
7 Interest Rate 1% -5% =1 - 3500
6% - 10% =2 - 12874 7
11%-15%= - 11152 4
; A
8 Maintenance Cost - 6434 .002%%*
Here,

Total number of sample (n) was 77, r*> was 0.2, and the p-value was 0.002. Significance

had been carried out at 10% level.

2021

In the year 2021, from table 5.6, the financial performances of the Homestay affiliated
homes are seen to be very similar to that of the year 2020. More than 75% of the homes
made losses, with the maximum loss being NRS 1,209,800. The maximum profit made

was of NRS 23,600, a significant decrease compared to the year 2019 (pre-pandemic
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phase). 25% of them made a loss of more than NRS 30,600 and only 25% of them made
a loss of less than NRS 216. NRS 18,000 was marked as the 50% mark of losses
generated and the average loss generated was of NRS 253,384.

In terms of Community Homestays more than 75% of the respondent homes made
losses of more than NRS 9,000, which is very similar to that of the year 2020. More
than 25% of the homes made a loss of more than NRS 940,700 and only 25% of the
homes made losses of less than NRS 9,000. NRS 20,700 marked the 50% mark of the

losses made and the average loss made was of NRS 299,052.

In terms of respondent Private Homestay affiliated homes, the maximum loss generated
was of NRS 89,995 and the maximum profit generated was of NRS 23,600, which is
much lower compared to the maximum profit generated in 2020 as well. More than
25% of the homes made losses of more than NRS 1,230 and more than 25% of the
homes made a profit of more than NRS 2,720. NRS 1,760 marked as the 50% mark of
the profits generated and the average loss generated was of NRS 6,020.

Comparing the profits and losses generated by respondent Private and Community
Homestays in the year 2021, it can be seen that the financial performance of Community
Homestay affiliated homes was much worse than that of Private Homestay affiliated
homes. More than 50% of the Private Homestay affiliated homes were able to secure
an income surplus whereas less than 75% of the Community Homestay affiliated homes

were able to secure income surplus.

As per the result of Welch's t-test conducted, the P-value of 1 tail test conducted is 0.00,
signifying that there is a significant difference between the profits generated by

Community and Private Homestay affiliated homes, in the year 2021 as well.

However, with reference to Whitney’s U test, the p-value of the test was 0.3 signifying
that there is no significant difference between the profits generated by Community and
Private Homestay homes, in the year 2021. Possible reasons for this could be the

follows:
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a) Since both the types of Homestays suffered massively from the
pandemic, the profits of both Homestays have decreased to a point that
the significance between their differences have reduced considerably.

b) With reference to KII respondent Homestay representatives, in the year
2021, all Homestays mainly focused on cutting down of their cost to
minimize losses. With reference to Table 5.6 also, it can be understood
that the maintenance cost of the Homestays was insignificant during this

year.

Table 5.7
Measures of central tendency for profit generated by Homestays in 2021.

Homestays Minimum Q1 Median Mean Q3 Maximum

All -1,208,800 -30,600 -18,000 -253,384 -216 23,600

Communit -1,208,800 -940,700 -20,700 -299,052 -9,000 21,000
y

Private -89,995 -1,230 1,760 -6,020 2,720 23,600

As presented in Figure 5.3, 83% of the Homestays among the respondent Homestays
were making negative profits in the year 2021, amongst whom 78% were a part of
Community Homestays and only 5% were a part of Private Homestays. This situation
is again almost identical to the situation of the year 2020, with only a further slight

increase in the negative profits generated by both types of Homestays.
Comparing the situation of Community and Private Homestays, it can again be seen

that the Private Homestays were more resilient compared to Community Homestay in

2021 as well.
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Figure 5.6

Homestays making positive and negative profit

Positive and Negative profits made by
Homestays

5% 5%
12%

'

78%

& Positive profit generated by Community Homestays
i Positive profit generated by Private Homestays
Negative profit generated by Community Homestays

& Negative profit generated by Private Homestays

Resilience of Private Homestays over Community Homestay

In order to understand the reason for which the Private Homestays were seen to be more

resilient compared to Community Homestays, 2 features of Private Homestay

mentioned by KII respondent number 7 can be considered. The 2 factors are as follows:

i)

Independence and liberty: Since Private Homestays perform their
overall activities independently, they have the liberty to make quick
decisions when needed. In this case, when the pandemic was declared,
there were many decisions that were needed to be taken immediately,
like sending back their guests to their home countries before the closer
of international borders and airport, immediate closing down and
opening of their Homestays according to the governmental orders,
changes of previously developed programs, and so on. This feature of
theirs helped the Homestays to minimize risks, and grab opportunities,
even during pandemic period.

Controllable number of guests: Since the capacity of Private Homestays

are small, the number of guests hosted by them are small as well. During
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the pandemic period, there were many changes that needed to be adopted
by the Tourism Sector. For instance, the COVID-19 protocol needed to
be placed. It was easier for the Private Homestays with smaller number
of guests to effectively follow the new protocol. From the perspective of
the guests as well, since they are aware of the size of guests hosted by
these Homestays, they are aware that they will not have to come in close
contact with a large number of individuals, making the feel safer during

pandemic period.

Factors affecting the profits generated

With reference to Table 5.8, it can be understood that in the year 2021, the only factors
affecting the profit generated were average occupancy of domestic guests and loan
taken. The number of average occupancies of domestic guests had positive impact on

the profit generated and loan taken had negative impact.

Similar to the year 2020, it was found that the number of rooms and the average length
of stay did not have an impact on the profit generated, unlike the year 2019, showing
the impact of decreasing customers footfall. The average occupancy of domestic guests
impacted positively on the profits generated in 2021. This shows the positive impact of
Homestays choosing to host Nepalese guests as a strategy to recover from the pandemic

(further discussed in chapter 6).

A major difference found was that the maintenance cost did not have an impact on the
profit generated, unlike the years 2019 and 2020. With reference to KII respondent
Homestay representative, since maintenance and the costs of it was seen to be one of
the major challenges faced by the Homestays during the pandemic, households had
stopped maintaining their homes to reduce immediate cost. This was one of the survival
measures used by them. The result shown on Table 5.8 can be a result of that measure

taken.
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Table 5.8

Multiple regression analysis results

No. Variables (X) Dummy Coff. p-value
Intercept 3195 .07.
1 Number of Rooms -3241
X1) 9
2 Average Length of -87990
Stay ©
3 Number of -124500
Employees .
4 Average occupancy 12290 5
of Foreign Guests
5 Average occupancy 422 0o
of Domestic Guests
6 Loan Taken Yes =1 -87990
No—0 .06.
7 Interest Rate 1% -5% =1 - 8725
6% - 10%=2 -35542 'i
11% - 15% = - 34554
; .6
8 Maintenance Cost - 1266 4
Here,

Total number of sample (n) was 77, r> was 0.5, and the p-value was 0.00. Significance

had been carried out at 10% level.

5.2.3 Customer Type in 2020 and 2021
2020

In the year 2020, like the year 2019, majority of the customers welcomed by the

Homestays were foreign guests, due to the reasons specified in section 5.1.3. However,
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compared to the year 2019, or the pre-pandemic phase, the proportion of Nepalese

customers, particularly in the context of Private Homestays increased.

This is due to 2 specific reasons, the first being the massive decrease of foreign tourist
footfalls in the country, resulting due to the lockdowns and travel restrictions placed.
This naturally increased the proportion of Nepalese travelers compared to foreign
travelers. The second reason for this, particularly in terms of Private Homestays, was
due to the strategic move made by some respondent Homestays to extend their services
to fit the needs of Nepalese customers.
“Our Homestays have been focused on foreign customers for a very long time.
This has been happening naturally since Nepalese customers do not show
interest in staying at the homes of Nepalese people. As a result, we even focused
on developing programs focusing only on foreign guests. However, since the
declaration of the pandemic, we were unsure about when the foreign customers
will start coming to Nepal again. So, we decided to develop programs suitable
especially for Nepalese guests. For example, we held a teej party at our Home
for Nepalese women and arranged accommodation to stay over for the night.”-

(Owner, Private Homestays, Lalitpur)

The average number of foreign customers welcomed was only 5 and the average

number of Nepalese customers was only 1 in the year 2020.
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Table 5.9

Proportion of Foreign Guests versus Nepalese Guests in 2020

Homestays

Proportion of Foreign Guests versus Nepalese Guests

Overall

PROPORTION OF FOREIGN GUESTS
VERSUS NEPALESE GUESTS IN 2020

mForeign Guests wNepalese Guests

Community Homestays

PROPORTION OF FOREIGN GUESTS VERSUS
NEPALESE GUESTS IN COMMUNITY
HOMESTAYS 2020

W Foreign Customers M Nepalese Customers

Private Homestays

PROPORTION OF FOREIGN GUESTS
VERSUS NEPALESE GUESTS IN PRIVATE
HOMESTAYS 2020

W Foreign Guests W Nepalese Guests
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2021

In the year 2021, again similar to 2019 and 2020, the proportion of foreign customers

is higher than the proportion of Nepalese customers due to the reasons specified in

section 5.1.3. Compared to the years 2019 and 2020 however, the proportion of

Nepalese customers in 2021 are slightly higher, as presented in Table 5.10.

Witnessing the increase in the proportion of Nepalese travelers in 2021, it can be

understood that the decreasing number of foreign travelers have further increased in the

year 2021, and also the strategies used by the Homestay to attract Nepalese customers

have succeeded to a certain extent.

Table 5.10

Proportion of Foreign Guests versus Nepalese Guests in 2021

Homestays

Proportion of Foreign Guests versus Nepalese Guests

Overall

PROPORTION OF FOREIGN GUESTS
VERSUS NEPALESE GUESTS IN 2021

mForeign Guests mNepalese Guests

Community Homestays

PROPORTION OF FOREIGN GUESTS VERSUS
NEPALESE GUESTS IN COMMUNITY
HOMESTAYS 2021

W Foreign Customers M Nepalese Customers
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Private Homestays PROPORTION OF FOREIGN GUESTS
VERSUS NEPALESE GUESTS IN PRIVATE
HOMESTAYS 2021

W Foreign Guests Nepalese Guests

Comparing the proportion of Nepalese customers welcomed by Community and Private
Homestays, it can be seen that Private Homestays have welcomed a larger number of
Nepalese customers both in the years 2020 and 2021. This shows the flexibility of
Private Homestays, as they were able to target domestic customers during this time.
Though their original structure and marketing strategy targeted foreign customers
particularly, during the pandemic, there were able to make this shift a target Nepalese

customer as well.

5.2.4 Financial Resilience in the years 2020 and 2021

From Table 5.8, it can be seen that almost 50% of the respondent Homestays that did
not require loans in the past have taken loans from the banks after the declaration of
pandemic. This clearly shows the weakening of financial resilience of the respondent

Homestays, caused by the pandemic.

Another factor that needs to be highlighted from the information generated and
presented in Table 5.8 is the huge increase of loans taken with interest rates of 1% to
5%. These loans provided with minimal interest rates were a part of the support
provided by the government, with the intention of providing reliefs to the businesses

most affected by the pandemic. This will be further discussed in chapter 7.

In terms of the difference between the Community and the Private Homestays, it can
be seen that the number of Community Homestay affiliated homes taking loans after
the declaration of the pandemic has increased significantly. On the other hand, the

number of Private Homestay affiliated homes taking loans have remained the same.
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However, it is also important to note that the number of Homestays taking loans at 10%-
15% interest rate has decreased, whereas the number of Homestays taking loans at 6%-
10% has increased. This shows that there were 2 new Private Homestay affiliated
homes taking loans and 2 Private Homestay affiliated homes previously taking loans

have paid off the depths.

Table 5.11

Loans taken from banks and interest rates paid in the year 2020

Years No Loan 1%-5% 6%-10% 10%-15%
Frequency Frequency Frequency
Overall 23 19 16 19
Community 18 19 9 18
Homestays
Private 5 0 6 I
Homestays

In the year 2021, from Table 5.12, it can be seen that the same number of respondent
Homestays opted for loans at lower interest rates provided by the NRB as a relief

measurc.

104



Table 5.12

Loans taken from banks and interest rates paid in the year 2021

Years No Loan 1%-5% 6%-10% 10%-15%
Frequency Frequency Frequency
Overall 23 19 16 19
Community 18 19 9 18
Homestays
Private 5 0 6 !
Homestays

After the pandemic hit, the loans were taken for 2 reasons. For a section of respondent
homes, the loans were no longer taken as a strategic move for further growth and
innovation like the previous years, but as a source of survival. For a larger proportion
of homes, the pandemic was seen as an opportunity to be able to implement necessary
development, mainly infrastructural development, which would not have been possible
when there were guests coming in. They took loans at a reduced rate, hired manpower
at a cheaper price, and started the renovation process, which will be further discussed

in chapters 6 and 7.

5.3 Economic Condition of the Homestays Industry in the Current Phase

To analyze the current phase of the pandemic, the year 2022 was considered. This year
has been separated from the years 2020 and 2021, despite the fact that the pandemic is
yet to be lifted, since the situation of Nepal, with reference to its Tourism Sector, has
improved to a considerable extent. This is mainly due to the removal of travel
restrictions for all vaccinated travelers by the government, making travel more

accessible and affordable for travelers.

However, while discussing this phase, it is essential to understand that the data used for

the year 2022 is data generated through the predictions made by respondents. The
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respondents have predicted the provided data on the basis of the improving situation of

the country and their businesses performances.

Hence it is essential to note that the financial performances of the Homestays recorded
for the year 2022 may not be precise. There are several factors that can affect these
predictions such as the war that is currently taking place in Europe, the potential risk of
a global recession, economic decline and inflation rises in the countries from which the
guests travel to Nepal, political instability in Nepal, the possibility of more COVID-19

outbreaks, possible outbreaks of other diseases like dengue, and so on.

5.3.1 Overall Performances of the Homestays

The year 2022 has come as a relief to the Homestays Industry. In March 2022, Nepal
was declared “Fully Open for Fully Vaccinated Tourists”.

Since the Homestays have not been able to practice their hospitality skills for the past
2 years, and since the additional emphasis is required to be put on COVID-19 protocols,
training i1s essential for adaptation into the new normal scenario. This has been
recognized by Homestay Experts, who are currently planning on developing such
training programs.
“With the constant concern regarding health and safety issues amongst
travelers, Homestays require proper guidance to adapt to the new normal
scenario. They will need the training to do so. We are also concerned about
travelers not trusting the sanitation levels of the Homestays in the days to come.
Having certified training may help ease this issue. We are working on
developing a training program that will best suit the Homestays.” - (Homestays

Expert, Kathmandu)

Some Homestays on the other hand are unsure about the scenario. They are concerned
about the possible COVID-19 outbreaks, leading them to a scenario similar to the years
2020 and 2021. “The pandemic is not over," they say a Community Homestay owner,

Bhaktapur. “It is far too soon to be celebrating.”

However, most respondents are expecting at least satisfactory economic performances

for the year 2022, as presented in Figure 7. Homestay Experts however are confident
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that the industry will bounce back sooner rather than later. They say that Nepal is

blessed with the power of attracting tourists, and as long as the Homestays are able to

adjust to the new normal scenario, they should be able to bounce back.

“This is not the first time for the tourism industry to go through a difficult time.

Let's take the devastating earthquake and its effect on the Tourism Sector for an

instance. Within a year or so, Nepal was able to almost regain tourist footfalls.

As long as the Homestay Industry is able to maintain health and sanitation

standards, tourists will start coming in. Tourism is going to regain momentum.’

- (Homestay Expert, Kathmandu)

’

With reference to Figure 7, it can be noted that more than half of the respondents are

experiencing satisfactory financial performance for the year 2022. More than 25% of

the Homestays are still predicted to perform below average to poorly in the year 2022

showing that these Homestays are still expecting to take a longer period of time to

recover from the pandemic.

Figure 5.7

Expected Economic performance of respondent Homestays in 2022
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Homestays in 2022
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When further discussing the reasons for which the respondent Homestays were not
confident about the financial performances of their Homestays, they discussed the

uncertainties that followed the pandemic and the reservations that customers have.

In terms of uncertainty, the COVID-19 situation of many countries, including Nepal,
has been fluctuating over the years. Even though now, in 2022, the reported cases are
significantly low compared to previous years, travelers and Homestay representatives
are hesitant to take the risk of accepting guests. In order to deal with this issue, it is
essential for Homestays to ensure that all COVID-19 prevention measures are taken. It
is not only enough to take these measures, but to also communicate with the potential
guests about the measures taken. However, the Homestays are not being able to do this,

leading to customers having reservations about them.

Customer reservation regarding the safety and hygiene situation for travelers in Nepal,
and in Homestays was seen as a major concern for the Homestays experts. With travel
restrictions now being removed, a COVID-19 protocol is more important. NTB sets,
and regularly updates the COVID-19 protocol expected to be followed by the Tourism
Sector as a whole. However, it is important to consider that Homestay Industry is a
unique industry within the sector, where customers live in the personal homes of the
host families. This makes the service providers, along with their family members even
more vulnerable to the spread of virus. Even in terms of the service recipience, it is
more challenging for them to escape getting infected if the service provider is infected.
There are no specific COVID-19 guidelines developed by the government particularly

for the Homestay Industry, making the situation problematic.

To deal with this issue and to provide an opportunity for Homestays to be accountable,
Community Homestay Network, a private sector organization has developed a COVID-
19 guidelines for Homestays particularly, which they circulated within the Homestays
that are under their network. The guidelines developed by them can be found in

Appendix F.

It is important to note here that a private sector organization took the duty of
governmental authorities, of developing a COVID-19 guidelines designed especially

for the Homestay Industry, in order to help provide them with the accountability of
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following COVID-19 protocols. This shows the contribution of private sector

organization towards the industry, compared to governmental efforts.

5.3.2 Profit generated by Homestays in 2022

The maximum loss predicted to be made by the respondent homes was NRS 1.152,000
and the maximum profit was NRS 984,000. 25% of the homes are expected to generate
losses of more than NRS 5,000 and 25% of the respondent homes are expected to make
a profit of more than NRS 230,000. The predicted profit of NRS 60,000 marked the
50% mark and the predicted losses generated of NRS 64,182 was the average profit and

loss made by the respondent homes.

In the context of Community Homestay affiliated homes, the maximum loss expedited
to be made was of NRS 1,152,000 and the maximum profit expedited to be generated
was of NRS 984,000. 25% of the respondents expedited to make a loss of more than
NRS 828,000 and 25% of the respondents expedited to make a profit of more than
360,800. Profit of NRS 4,000 marked the 50% mark of the profit and losses expedited
to be generated. Loss of NRS 103,536 marked as the average profit and loss expedited

to be generated.

In terms of respondent Private Homestay affiliated homes, on the other hand, 100% of
the respondent were expedited to generate profit. The minimum profit expended to be
generated is NRS 51,000 and the maximum profit expedited to be generated is of NRS
420,000. 25% of them are expedited to be making profits of less than NRS 69,000 and
25% of them are expedited to be making profits of more than NRS 167,750. NRS
97,200 marked the 50% mark of the profits expedited to be generated and the average
profit expedited to be generated was of NRS 148,992.

From this, it can be seen that the respondent Homestay affiliated homes are expected to
start to bounce back from the pandemic in 2022, compared to the years 2020 and 2021.
In the context of Community Homestay affiliated homes, it can be seen that more than
50% of the homes have now begun to expect a profit surplus. The economic conditions
of the respondent Private Homestay affiliated homes are expedited to improve even

further with all of the respondents expected to generate profit surplus.
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The expected financial performances in the year 2022 however are far weaker compared

to that of the year 2019. This shows that the Homestays still have a long way before

full recovery.

For the difference between the financial performances between the respondent Private

and Community Homestay aftiliated homes, Welch's t-test was conducted. The P-value

of the 1 tail test is 0.00, signifying that there was a significant difference between the

profits generated by Community and Private Homestay afflated homes, in the year

2022.

Similarly, with reference to Whitney’s U test, the p-value of the test was 0.04 signifying

that there is a significant difference between the profits generated by Community and

Private Homestay homes, in the year 2022.

This can be seen through Table 5.13.

Table 5.13

Measures of central tendency for profit generated by Homestays in 2022.

Homesta Minimum Q1 Median Mean Q3 Maximu  Total
ys m Sampl
e
All -1,152,000  -5,000 60,000 -64,182 230,00 984,000 77
0
Commun -1,152,000 - 4,000 -103,536 360,80 984,000 65
. 828,000 0
ity
Private 51,000 69,000 97,200 148,992 167,75 420,000 12

0

As presented in Figure 5.8, only 26% of the Homestays among the respondent

Homestays were making negative profits in the year 2022, amongst whom 26% were a

part of Community Homestays and only 1% a part of Private Homestays. In 2022,
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profits are expected to be generated and Homestays expect to reach a break-even point

during this year.

Figure 5.8

Homestays making positive and negative profit

POSITIVE AND NEGATIVE PROFITS MADE BY
HOMESTAYS

M Positive profit generated by Community Homestays
B Positive profit generated by Private Homestays
B Negative profit generated by Community Homestays

B Negative profit generated by Private Homestays

Factors affecting the profits generated

With reference to Table 5.14, it can be understood that in the year 2022, the factors
were expected to affect the profit generated were interest rate payable of 1% to 5%,
loan taken and maintenance cost. All the variables are predicted to have a negative

impact.

Similar to the year 2020 and 2021, it was found that the number of rooms and the
average length of stay are predicted to not have an impact on the profit generated, unlike
the year 2019, showing the long-lasting impact of decreasing customers footfall. Unlike
the previous phases however, interest rate of 1% to 5% was predicted an impact on the

profit generated.
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It is interesting to note that despite of interest payable being identified as a major

challenge faced by the Homestays (discussed in chapter 6), its impact is only being

shown significant in the current phase. Again, since the data collected for the year 2022

were on the basis of future prediction made, the actuality may differ.

Table 5.14

Multiple regression analysis results

No. Variables (X) Dummy Coft. p-value
Intercept 66770 .07.
1 Number of Rooms 17130
X1) 8
2 Average Length of 10760 6
Stay
3 Number of -91420
Employees 8
4 Average occupancy 278.5 ;
of Foreign Guests
5 Average occupancy 190.7 A
of Domestic Guests
6 Loan Taken Yes=1 -182000 0o
No=0
7 Interest Rate 1% -5% =1 -5182 04%
6% -10%=2 -17728 4
11% - 15%= - 32504 p
3
8 Maintenance Cost - 8777 Q0% **
Here,
Total number of sample (n) was 77, r> was 0.4, and the p-value was 0.00. Significance

had been carried out at 10% level.
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5.3.3 Customer Type in 2022

Similar to the previous years, 2019, 2020 and 2021, in 2022 as well, the proportion of
foreign guests are expected to be much higher, with the proportion of 91%, compared
to the proportion of Nepalese guests, of less than 9%, as presented in Table 5.11. Like
the previous years, the proportions of Nepalese guests in Private Homestays are
predicted to be slightly higher with 14% compared to the Community Homestays, with
9%.

Compared to the year 2021, where the proportion of Nepalese guests had increased
slightly, especially in terms of Private Homestays with it reaching 24%, it can be seen
that this slight increase in the proportion has again decreased in the year 2022. This is
mainly due to the slowly increasing number of foreign tourist footfalls in Nepal after

the removal of travel restrictions to all vaccinated tourists.

The average number of foreign customers that are expected to be hosted by the
Homestays in 2022 are 44492 and the average number of Nepalese customers are 533.

This can be seen though Table 5.15.

Table 5.15
Proportion of Foreign Guests versus Nepalese Guests in 2022

Homestays Proportion of Foreign Guests versus Nepalese
Guests

Overall PROPORTION OF FOREIGN GUESTS

VERSUS NEPALESE GUESTS IN 2022

H Foreign Customers M Nepalese Customers

9%
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Community Homestays PROPORTION OF FOREIGN GUESTS VERSUS
NEPALESE GUESTS IN COMMUNITY
HOMESTAYS 2022

W Foreign Customers B Nepalese Customers

Private Homestays PROPORTION OF FOREIGN GUESTS
VERSUS NEPALESE GUESTS IN
PRIVATE HOMESTAYS 2022

WForeign Guests W Nepalese Guests

5.3.4 Financial Resilience in the years 2022

The financial resilience situation of respondent Homestays in the year 2022 is predicted
to be very similar to that of the year 2021. This shows that even after the removal of
travel restrictions to all vaccinated travelers, the financial resilience of the Homestays
is not expected to improve. Financial resilience is a very crucial yet critical factor of
any business. The time taken for the resilience to improve depends upon financial
stability, which comes over time. The representatives claimed that the resilience may

take a very long time to achieve even post pandemic.

Like the year 2021, 19 respondent Homestays are taking loans at the new subsidized

interest rate. This can be seen though Table 5.16.
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Table 5.16

Loans taken from banks and interest rates paid in the year 2022

Years No Loan 1%-5% 6%-10% 10%-15%
Frequency Frequency Frequency
Overall 23 19 16 19
Community 18 19 9 18
Homestays
Private 5 0 6 !
Homestays

The respondent Homestays have shown their concerns about potentially not being able
to pay back the depths taken from BFIS. They share that there has been support that
was being provided during the pandemic phase, which made it possible for them to deal
with the depths. However, with the improving situation, it is possible for these supports

to no longer be exercised, making them even more vulnerable.

5.4 Effect of COVID-19 Pandemic on the Revenues generated

After the declaration of the pandemic, the revenue generated by the respondent
Homestays has fluctuated significantly. With reference to Figure 5.9, it can be seen
that the mean revenues in the years 2020 and 2021 had decreased significantly
compared to the year 2019. However, it can also be seen that the revenue in the year

2022 is predicted to recover to a considerable extent.
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Figure 5.9
Trend of mean revenue generated by respondent Homestays in the years 2019, 2020,
2021, and 2022

Mean revenue generated by respondent Homestays in
the years 2019, 2020, 2021, and 2022
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From Figure 5.9, it can be seen that the mean revenue generated in the year 2021 is
slightly lower compared to the year 2020. From this it can be understood that the
economic performance of the Homestays reached the lowest post in 2021. This could
be because, when the pandemic was declared in March of 2020, the economic year for
the businesses had already begun and many Homestays had already hosted guests. The
lockdown has been lifter in 2022 for fully vaccinated travelers, allowing Homestays to
begin business activities. From this it can be understood that the Homestay Industry

suffered the most in the economic year 2021.

For the difference between the revenue generated between respondent Private and
Community Homestay affiliated homes, Welch's t-test was conducted. The p-value of
the 1 tail test for the years 2019, 2020, 2021 and 2022 were 0.001, 0.01, 0.1 and 0.002
respectively. This signifies that there were unsignificant differences between the
revenues generated by Community and Private Homestay afflated homes in the years

2019, 2020 and 2022. In the year 2021, there was an insignificant difference. In

116



addition, it can be seen that the p-values of the difference became weaker after the
declaration of the pandemic, showing how the pandemic nutrified the difference
between the revenue generation. This is true since all the Homestays witnessed a
significant decrease in customer footfalls, decreasing revenues to a minimum.
However, in the year 2022, the significance of the difference between these Homestays

are expected to further increase.

With reference to Mann Whitney’s U test, in the years 2019, 2020, 2021and 2022, the
difference between the revenue generated by Community and Private Homestay
affiliated homes insignificant, significant, insignificant and significant respectively,
with p-values 0.9, 0.00, 0.3 and 0.04 respectively. Similar to the findings from Welch's
t-test, it can be seen that prior to the pandemic, the difference between the revenues
generated were insignificant, however, after the declaration of the pandemic, the
difference started to become significant. This is true, except for the year 2021. The
reason for that could be due to the fact that in the year 2021, the business performances
of all the respondent households had reached almost a 0 point, making the difference

insignificant.

5.5 Effect of COVID-19 Pandemic on the Expenses Incurred

Along with the decrease in revenue generated, it is seen that the expenses incurred by
the Homestays have decreased over the last few years (2020, 2021 and 2022) as well.
From Figure 5.10, we can see that the mean expenses incurred has decreased, but
compared to the decrease in mean revenue portrayed in Figure 5.9, the decrease is not
as significant. Hence it can be understood that despite the decrease in expenses in the
years 2020, 2021and 2022, due to the steeper decrease in revenue, significant losses

were made.
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Figure 5.10
Trend of mean expenses incurred by respondent Homestays in the years 2019, 2020,

2021 and 2022
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From Figure 5.10 it can be understood that the expenses incurred in the year 2021 was
the lowest. This could be due to 2 factors: first the minimum number of guests living
with host families, even compared to the year 2020, and second the cost cutting done

by the households to minimize fixed cost.

For the difference between the expenses generated between respondent Private and
Community Homestay affiliated homes, Welch's t-test was conducted. The p-value of
the 1 tail test for the years 2019, 2020, 2021 and 2022 was 0.00. This signifies that there
were significant differences between the revenues generated by Community and Private
Homestay afflated homes in all of these years. This shows that despite the pandemic,
the sanding of both Private and Community Homestays have remained different. This
is primarily due to the existence of maintenance cost, which with reference to a KII
respondent Homestay Expert makes up a large part of the expenses bared, even

throughout the pandemic.

With reference to Mann Whitney’s U test, in the years 2019, 2020, 2021and 2022, the

difference between the revenue generated by Community and Private Homestay
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affiliated homes insignificant, significant, insignificant and significant respectively,
with p-values 0.1, 0.03, 0.001 and 0.002 respectively. In this case, it can be seen that
the difference between the expenses incurred, before the declaration of the pandemic
was insignificant. However, post the declaration of the pandemic, these differences
became significant, showing that the pandemic has increased the difference between

the 2 types of Homestays.

5.6 Effect of COVID-19 Pandemic on the Profits generated

The COVID-19 pandemic and the economic crisis brought by it can be further
understood by looking at the profit and loss trend over the 4 years in Figure 5.11. Since
the revenue generated and the expenses incurred have been looked at previously, it is
understood that with the decrease in revenue generated, there had been a decrease in
expenses incurred as well. However, it can be seen that Homestays and the Homestay
affiliated homes have not just faced a reduction in profit, but they have also made huge
losses, proving that the decrease in revenue were greater than the decrease in expenses

incurred.

The profits generated in the “pre-pandemic phase” ranged from NRS 25,000 to NRS
1,638,000, with the mean profit being NRS 479,473. In the “during-pandemic phases”,
however, since there was a steeper downfall of the revenues made compared to the
downfall of the expenses incurred, a significant decrease in profit was recorded,
resulting in Homestays making significant losses. The Revenue generated in 2021 was
even lower than in 2020, but the expenses incurred in 2021 were lower as well. Hence

the losses made in 2021 were slightly lower than that in 2020.
In the year 2022 however, since the COVID-19 situation had improved in Nepal, the

losses are expected to be minimized and more than 50% of the respondent Homestay

affiliated homes expect to generate profits.
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Figure 5.11
Trend of mean profits generated by respondent Homestays in the years 2019, 2020,
2021 and 2022
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From Figure 5.11, it can be seen that the profits generated were at its minimum in the
year 2020, and not 2021, as oppose to the revenue generated. This is because of the
lowering of cost in this year. With reference to the multiple regression analysis
conducted, the maintenance cost was insignificant in 2021, and with reference to KII
Homestay representatives, maintenance cost was cut down, this situation could also

have caused due to the low maintenance cost spent in 2021.

5.7 Chapter Summary

While looking at the different phases of the pandemic, it was found that the economic
performances of the Homestays were impeccably impacted by the COVID-19
pandemic in the years 2020 and 2021, compared to 2019. The situation was however
expected to improve in 2022 moderately, but far from the pre-pandemic phase (2019).
The Homestays generated lower revenue rates in the year 2021 compared to the year
2020, but since the expenses incurred in 2021 was also lower compared to 2020, the

Homestays made lower losses in 2021.
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In the year 2019, more than 80% of the respondent Homestay affiliated homes were
performing exceedingly well economically. The Homestays were hosting a majority of
foreign customers and only 42% of the homes were taking loans from banks. They were
expecting to perform even better in the year 2020, considering the VNY 2020 campaign

but the situation turned out to be the exact opposite from their expectation.

Within the years 2020 and 2021, Nepal witnessed 2 nationwide lockdowns and an
ongoing travel restriction. This made travelling almost impossible, pushing Homestays
into an almost complete standstill situation. 100% of the respondent respondents
recorded that their economic performances were poor during this period. About 50% of
the homes, that were not taking loans previously (in 2019) recorded that they opted for
loans after the declaration of the pandemic. They stated that the condition of their
businesses was “hopeless”. Although there were some homes that took the pandemic
as an opportunity to renovate their homes for future business purposes. It was found
that compared to the Community Homestays, the Private Homestays were more

resilient towards the pandemic.

The COVID-19 situation of Nepal has improved to relatively in 2022 with the
lockdowns being removed and the travel restrictions being lifted for fully vaccinated
travelers. Travelling in Nepal has become more affordable and accessible, giving the
respondent Homestays and Homestay experts a sense of relief. However, since the year
2022 has not come to an end yet, there is still a sense of uncertainty within the industry
due to the uncertain situation caused by the pandemic, and the baggage that comes with
it. There are other misfortune situations such as the ongoing war in Europe, potential
global inflation and recession, political instability in Nepal, and so on, further adding

to the uncertainty.

More than 60% of the respondents Homestay affiliated homes expect to perform at least
to a satisfactory level in terms of the economic performance in 2022. However, the
financial resilience of the Homestay affiliated homes is expected to remain weak even

during this year.

With reference to Welch’s t-test, comparing the mean profits and losses generated by

Community and Private Homestay affiliated homes, it was found that there was no
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significant difference between the profits and losses generated by the 2 types of
Homestay affiliated homes in the year 2019. However, after the declaration of
pandemic, in the years 2020, 2021 and 2022, there were significant differences between
the profits and losses generated by these 2 different types of Homestay affiliated homes.
The economic condition of the Community Homestay affiliated homes was more
affected by the pandemic, compared to that of Private Homestays affiliated homes. This
shows that Community Homestay affiliated homes have been more vulnerable to the

pandemic than the Private Homestay affiliated homes.

With reference to Mann Whitney’s u-test, like the Welch’s t-test, there was no
significant difference between the profits and losses generated by the 2 types of
Homestays in the year 2019, and there was a significant difference in the years 2020
and 2022. However, differing from the Welch’s t-test, it was found that there was no
significant difference between the profits and losses generated in the year 202. This
could be due to the worsening economic conditions of the Homestays in this year, with
Homestays making minimal to no profits at all, obliterating the difference between the

2.

Furthermore, in terms of financial resilience, it was found that more Homestay affiliated
homes were in need to take loans from BFIS after the declaration of the pandemic,
though most of these homes have taken loans to renovate their homes for future business
purposes. This will be further discussed in chapter 6. However, for the homes taken
loans (before and after the pandemic), there is a fear of not being able to pay back the
loans taken due to the uncertain business condition. The loan payback capacity of the
respondents has decreased significantly after the pandemic, and is expected to be low

even post pandemic.

Finally, in terms of the revenue, expenses and the profits generated by the respondent
homes over the years 2019 to 2022, there has been a decrease in all the 3 financial
aspects. In terms of the years 2020 and 2021, the revenue earned decreased
significantly, with most Homestays generating no revenues during this time. The
expenses decreased as well due to the decrease in the customers served, and the

deliberate minimization of cost done. However, despite these efforts, the respondent
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homes continued to bare a reduced amount of expenses, leading to a negative profit

scenario.

In the year 2022, the economic condition of the Homestay affiliated homes is expected
to improve and some Homestays, particularly the Private Homestays are expected to
make profits during these years as well. However, most Homestays are expected to
continue making losses even during this year, proving that there might still be a long

way before the economic condition of the industry bounces back.
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CHAPTER 6
RESPONSE MEASURES USED BY THE HOMESTAYS TO
RECOVER FROM ECONOMIC DAMAGE CAUSED BY THE
PANDEMIC

This chapter aims to understand the measures used by the Homestays to recover from

the economic challenges caused by the pandemic.

6.1 Challenges faced by the Homestays during the COVID-19 pandemic

In order to understand the strategies used by the Homestays, it is first important to

understand the challenges faced by them.

The first challenge that is faced by all 77 Homestay affiliated homes was the decrease
in demand for Homestay services. This is due to the decrease in the number of travelers’
footfall caused by the pandemic. This is an obvious consequence of the pandemic, and

the lockdowns, along with the travel restrictions brought by it.

The second challenge faced by the Homestays was difficulty to bear the maintenance
cost. As mentioned by the KII respondent Homestay representatives, one of the factors
that contributes the most to the expenses incurred was the maintenance cost. A
significant percent of maintenance costs incurs, whether the Homestays host guests or
not. Hence since the Homestays were welcoming a very minimal number of guests
during the pandemic, they were facing difficulties to insure maintain during this period.
It was also found that Homestays have not been conducting maintenance of the rooms
dedicated for the guests, as they were unable to bare extra cost during the financially

challenging times brought by the pandemic.
According the study conducted by NTB in 2020, difficulty to withstand fixed cost was
seen as a major challenge faced by the Tourism Sector. The maintenance cost incurred

and payment of loans and interest fall under this category.

The third challenge recognized by the Homestays was the challenge to pay loans and

interest during this period. Since about 43% of the Homestays were already taking loans
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from the banks when the pandemic hit, the Homestays were not able to earn enough
income to be able to continue paying the interests after the declaration of the pandemic.
As a relief measure, the Monetary Policy exercised the delaying of loan payment time
for the Tourism Sector. However, most of the Homestays were unable to enjoy this
scheme provided by the government as they were either not able to meet the criteria set
by the government, or they were not aware of the scheme provided. This will be further

discussed in chapter 7.

The fourth challenge faced was the decrease in demand for non-Homestay services.
During the pandemic, it was found that even the guests who stayed at Homestays in the
years 2020, 2021, and 2022 were hesitant to opt for these services, compared to the year
2019. The Homestays were unable to sell add-on services, further affecting their
earnings. The reasons for the decrease in these services is a conscious effort made by
guests to avoid additional exposure to virus prone scenario, and to avoid spending

additional expenses.

Through table 6.1, it can be seen that more respondent Community Homestay affiliated
homes acknowledged this challenge. Since in the case of Community Homestays, a
large number of guests are hosted at a time, and the cost of these extra services are
divided amongst these guests, making the add-on services more affordable. In case of
Private Homestays, since only a limited number of guests are hosted at a time, the cost
of these add-on services falls on the limited number of customers, making the services
expensive and undesirable. Due to this these services were offered and promoted more
in Community Homestays, compared to Private Homestays. A significant source of
income generated by Community Homestays depended on non-Homestay services. As

a result, more Community Homestays were affected by this challenge.

The fifth challenge acknowledged by the respondent Homestay affiliated homes was
the fact that hosting guests during the pandemic would make the host family vulnerable
to the transmission of COVID-19 virus. Since the core idea of Homestay businesses
include welcoming the guest into the homes of the host families and live with them as
one of their family members, hosting guests during the pandemic meant exposing
themselves, and their families to guests who have been travelling. These guests could

have been exposed to the COVID-19 virus. Though according to the travel restriction
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placed made PCR testing compulsory for all travelers in the years 2020 and 2021, the
respondent Homestays were still not confident about the status of their potential guests'
health due to the uncertainty revolving around the COVID-19 virus. This shows the
lack of trust the respondents have in the current healthcare, and governing system of
the country. Due to this, the Homestay affiliated homes themselves were not willing to

accept guests in the same manner as they did before.

Since now, in 2022, all travel restrictions have been removed, this risk of transmission
is even greater. Though there are lesser COVID-19 cases in the global scenario as well,
and since the vaccination certificate and the healthcare system has improved

surrounding the virus, the uncertainty still remains.

From Table 6.1, it can be understood that this challenge was acknowledged by the
Private Homestay representatives more compared to the Community Homestay
representatives. A major reason for this is the business model of Private Homestays and
Community Homestays. In terms of Community Homestays, since many individual
host families come together as a Community Homestay, each home hosts only a small

number of guests. Due to this, the risk of transmission is minimized.

On the other hand, since Private Homestay affiliated homes host guests individually as
individual Homestays, they take in more guests compared to Community Homestay
affiliated homes. Due to this, they are more vulnerable to the virus spread. Due to this,
more Private Homestays were unwilling to take in guests during the pandemic, and in
the current phase.

“My life is more precious to me. I need, to think about my and my family’s health

first.” - (Owner, Private Homestay, Kathmandu)

Finally, there were some other challenges mentioned by the Homestays that they faced
during the pandemic. This included problems such as the inability to purchase
materials such as food supplies due to the lockdown, difficulty to hire manpower,
and the difficulty to send back the guests who were staying at their homes after
the sudden declaration of the pandemic (since the international borders were sealed
and international flights were stopped after providing a very short notice, making guests

unable to book flights to travel back Home).
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On Table 6.1, 100% refers to the case when all the questioner respondents
acknowledged a specific challenge to be applicable to them. The ranking has been done
according from the highest percentage of acknowledgement (100%) to the lowest
(17%). The “others” option was provided to the respondents with the choice of

mentioning challenges that have not been mentioned.

Table 6.1
Challenges faced by the Homestays during the pandemic

Rank First Second Third Fourth Fifth Sixth
Homes Demand High Loan and Demand for Vulner Other
tay for Maintenance Interest Non- ability
Homestay Cost payment Homestay to
Services Services COVI
D-19
transm
ission
Overal 69 67 57 50 13
. 77
Comm 77 58 59 52 39 13
unity
Homes
tay
Private 77 ? 8 > 1 0
Homes
tay

6.2 Concerns for the post-pandemic phase

Apart from the challenges that are already being faced by the Homestays since the
beginning of the pandemic, the Homestays also showed concerns for their future

business activities post-pandemic.
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32% of the Homestays were concerned about travelers not being willing to pay for
tourism services post-pandemic. They argued that since many individuals lost their jobs
due to the pandemic, and due to the increasing inflation, the probability of individuals
not having disposable income to spend on vacations is very high. This could have a

significant effect on the Tourism Sector as a whole, including the Homestay Industry.

67% of the respondents were concerned about travelers not being willing to pay for
Homestay services post-pandemic. They argued that the new concerns predominantly
regarding hygiene, avoidance of close or intimate contact, and the use of masks and
sanitizers have affected the attitude of the customers towards Homestays. As they
believe that this concern is going to remain even post-pandemic, and since Homestays
are businesses that focus more on authenticity and the coming together of people, this
accommodation model may not be able to satisfy the customers with the existence of
such concerns. Homestays are relatively a new and emerging market. The presence of
the discussed concerns may make the establishment of the industry even more

challenging.

Lastly, 55% of the respondents were concerned about the risk of possible future
catastrophe. With reference to the Homestay experts, tourism is a sector that is largely
vulnerable to catastrophes of various types. When there was a civil war going on in the
country, the tourism sector struggled immensely, when the earthquake hit the country,
this sector was again among the sectors that faced huge damages, and now since the
pandemic hit, it has been named the “most affected sector” alongside few other affected
sectors of the country. Hence if any another catastrophe arises in the future, it is most
likely for the sector to be affected then as well. Hence it is very essential for the
authorities to address vulnerability issues of the stakeholders involved in this sector as

a whole.
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Table 6.2

Future concerns of the respondent Homestays

Homestay  Unwillingness to pay for  Unwillingness to pay Risk of Future
Tourism Services for Homestay Services Catastrophes
Overall 25 52 42
Community 19 45 38
Homestay
Private 6 7 6
Homestay

6.3 Advantages that the Homestay Industry had over other Industries in the

Tourism Sector

While highlighting the challenges faced by the Homestays during the pandemic is
essential for the purpose of fulfilling the set objective, it is also necessary to
acknowledge that there were some advantages that the Homestay Industries had over

other Industries within the Tourism Sector.

20% of the interview respondent Homestays admitted that while the pandemic
negatively affected their businesses, there were a few advantages they had as well.

These advantages mentioned by them are the follows:

a) Employees
With reference to the research conducted by NTB, in the year 2020, there were
300,000 employees directly employed under the Tourism Sector. From this,
42% were sent on unpaid leave, 37% were made to work with full or partial
salary cuts, and 19% were permanently terminated as a result to economic
downfall brought by the pandemic. These measures were taken by stakeholders

as cost cutting measure.

(Magar, 2020)
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In terms of the Homestay Industry, as businesses host only a limited number of
guests, all the 77 respondent Homestay affiliated homes were run by the owners
themselves. Only about 13% of the respondent Homestay affiliated homes hired
extra help to run their businesses. Even in that case, the home owners
themselves were involved in the business activities and did not rely on the
additional help for their overall business activities. Due to this, they did not face

the challenge of paying salaries during the pandemic.

Hence, this feature of the industry makes the stakeholders more resilient over

other industries during catastrophes like the pandemic.

b) Rent
Fixed cost control was another challenge identified by NTB (Magar, 2020).

Rent payment is a significant fixed cost cared by businesses.

Since all the respondent Homestay affiliated homes used their own personal
homes to host guests, they did not have to pay rents during the pandemic. Most
other industries within the Tourism Sector require separate space to conduct
their business activities, and they could have opted to rent spaces to conduct
these activities. Compared to those businesses, Homestays had the benefit of

not having to worry about this challenge.

6.4 Homestays not using strategies to recover from the pandemic

Despite all the Homestays facing challenges, and more than 60% of the Homestays
having concerns about the future of their Homestays, it is essential to note that only

about 36% of the Homestays have taken measures to recover from the pandemic.
The reason for the remaining 64% of the Homestays not taking measures to recover

from the pandemic was divided into 2 categories. The first category was the “better to

wait and watch” category.
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The interviewed Homestay representatives explained that the Tourism sector is a very
unpredictable sector. It is not wise to make decisions without knowing how long the
pandemic is going to last. So, if strategies were made before having at least a rough
idea about how the situation is going to be in the near future, it is better for them to wait
and watch. They believed that investing time and effort in their business, for the time

being, could most likely not have a positive outcome.

It is possible for these Homestays to wait and watch since firstly, these stakeholders do
not have to pay rent or pay salaries to employees. Secondly, only 15.6% of the

respondent households economically depend completely on the industry.

The second category of response was the “considering a withdrawal from the industry”
category. This group of respondents were either hopeless regarding the survival of their
business, or unwilling to put any additional effort into the business. They claimed that
they felt hopeless about their business as the Homestay industry is still an emerging
industry and the pandemic has further made its emergence difficult. They claimed that

the emergence of the market could take a very long time, even post-pandemic.

It can be seen from Table 6.3 that more homes affiliated to Community Homestay are
considering withdrawal compared to homes affiliated to Private Homestays. With
reference to the Pearson’s chi-squared test conducted, a significant difference between

the decisions of the stakeholders involved in the 2 types of Homestays were seen.
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Table 6.3

Reasons for respondent Homestays not creating a recovery strategy

Homestay  Better to wait and Considering a withdrawal Total
watch from the industry
Overall 37 12 49
Community 30 11 41
Homestay
Private 7 ! 8
Homestay

A factor that can could have motivated the large percentage of Homestays to not take
measures during the pandemic is the risk of virus spread, since 50 households

considered this as a challenge.

6.5 Strategies used by the Homestays to recover from the pandemic

As mentioned earlier, it is essential to note that only about 36% of the Homestays have
taken measures to recover from the pandemic. The 3 strategies that are being used by
these Homestays are renovation of the Homestays, conducting agricultural activities in

Homestay premises and targeting Nepalese customers.

With reference to table 6.4, it can be seen that 19 Community Homestay affiliated
homes opted to renovate their Homestays premises in the “During-Pandemic Phase”.
Only Community Homestay affiliated homes opted for this measure. They explained
that their home premises were old and required renovations to make it appealing for the
guests. However, when they were hosting guests, it was difficult for them to carry out
these activities considering their busy schedule, the comfort of the guests, and monetary
insufficiencies. However, after the pandemic hit, these Homestays were in a stand-still
situation anyways, so the Homestay owners had sufficient time to plan and conduct

renovation processes.
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Table 6.4

Response measures used

Homestay  Renovatio Agriculture Nepalese Total
n Customers
Overall 19 2 7 28
Community 19 0 5 24
Homestay
Private 0 2 2 4
Homestay

Since many constructions laborer were jobless during the pandemic, it was easier for
them to conduct these activities efficiently. As they were able to take loans at a low
interest rate during the pandemic, loans were taken to ease the financial burden. The
details of the loans taken will be discussed in chapter 7. Most of the renovation has
already been completed as off August 2022, with only financial touches remained to be

given.

After the renovations are complete, the hosts believe that they will be able to provide a
more conformable living space for their guests. The renovation will also add aesthetic
value to the Homestays. Apart from the homes themselves, few Homestays are also
renovating the roads that connect their homes to the main roads of the city to improve
the accessibility of their Homestays. This renovation will add value to the Homestays,
making it easier for the Homestays to attract a larger number of guests, while also
increasing the prices of their services. They expect to recollect the amount spent on

renovation through profits within 3-5 years post pandemic.

It is also essential to understand that the renovation time taken, will play a large role in
the recovery of the Homestays. Since the year 2022, the country has opened up to
foreign customers and the footfalls of the travelers have started increasing in Nepal. If

the Homestays are unable to complete the renovation process on time, they might miss
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the opportunity to attract customers, when they are eager to travel. Since many travelers
were not able to travel due to the restrictions over the last 2 years (2020 and 2021), they

will most likely be eager to travel now that the travel restrictions have been removed.

Likewise, through table 6.4, it can be seen that 7% of the Homestays opted for
organic farming in their Homestay premises during the pandemic. During the
pandemic, since there was a shortage of food supplies, many households in Nepal began
organic farming. This was done to insure food supply for the families primarily.
However, these 7% of the Homestays who experimented organic farming during this
time realized the potential of organic farming, not just till the effect of the pandemic
remains, but even after the pandemic. They claimed that they could conduct organic
farming and provide organic food grown in their garden to their customers. With the
rising popularity of organic food consumption globally, they claimed that if their
Homestays were able to provide organic food to customers, this could be an additional
factor that can be highlighted by them to attract customers. Providing organic food to

customers could also help them minimize their expenses.

With the concept of Homestay revolving around authenticity and raw local experience,
food plays a very important role in that. Homestays provide homemade food which are
usually eaten by the host families. If the food provided by the Homestays can be grown
in the homes where the guests are staying itself, it could further enhance the authenticity
and raw local experience provided. By providing seasonal fruits and vegetables picked
in front of the eyes of the guests, the Homestays can provide a one-of-a-kind service to
their guests. The challenge however can be to maintain the organic garden, while
managing the Homestays. Another challenge can be to present this feature to their
customers in an attractive way to generate benefits from it. Marketing strategy will be

required to do so.

Organic farming can will also be provided as a non-Homestay activity for customers.
Homestays can entertain and educate their customers at the same time through these
activities. Since these households are able to provide these services at their own homes,

this activity can be conducted in a very minimum cost as well.
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Lastly, a strategy used by 25% of the Homestay affiliated homes are now willing
to prioritize hosting Nepalese guests in their home. Prior to the pandemic, almost all
Homestays did not priorities the accommodation Nepalese customers. Few interview
respondent Homestays also claimed that they do not accept Nepalese customers at all.
However, after the pandemic, the attitudes of the Homestays have started to change.
Since the pandemic made it very difficult for travelers, especially foreign travelers to
visit the country, Homestays were forced to shift their focus on Nepalese customs.
However, due to the model of the Homestay, as discussed in chapter 5, the
accommodation service, especially in the Kathmandu Valley is more suitable to

accommodate foreign travelers.

Despite this, about 9% of the total respondents, and about 25% of the Homestays
amongst those who have developed strategies to recover from the pandemic, have
developed programs that are targeted especially towards the Nepalese customers. One
example of this type of product is a program developed especially for women who
celebrate a festival called Teej. The Homestay developed a program where they
arranged a Teej party for a group of guests, followed by an overnight stay. The party
was hosted by the host family in the way that is normally done in the culture of the host
family. The food and drinks provided were also the food and drinks consumed by the
host family during this festival. Hence it can be seen that the Homestay developed a
program for Nepalese customers while maintaining the concept of a Homestay.
Programs like these can be developed by the Homestays even for the post pandemic

phase.

It is important to notice that all of the measures taken by the Homestays target only 2
challenges faced by them. The first challenge addressed was maintaining the demand
for Homestay Services. By renovating Homestay premises, host families will be able
to attract more customers to their homes. Similarly, by targeting domestic customers,
Homestays will be able to attract a different segment of the customers towards this
market, again increasing the demand for Homestay services. The second challenge
addressed was maintaining the demand for non-Homestay services. By doing organic
farming, the Homestays are able to provide an easily accessible non-Homestay service

to their customers.
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It is also important to note that despite maintaining fixed cost (high maintenance cost
and loan and interest payment) is seen as a major challenge, the measures taken will
further enhance these issues rather than address them. Renovating Homestay premises
will increase maintenance cost and the households will have to borrow more from BFIS.
Conducting organic farming might further increase cost rather than decrease,
considering the low and uncontrollable consistency of products that will be produced,
and the raw materials required for the process. Targeting domestic customers will
require the creation of marketing and operational strategies, which can be costly and

the results may not be as expected as well.

Knowing this, it can be understood that the priority of the Homestays is to maintain the

demand for Homestay and non-Homestay services rather than lowering fixed cost.

A strategy used by the Homestays that was not specified by any Homestay during
questionnaire survey, but specified by a KII respondent Homestay representative was
that all Homestays during the pandemic attempted to minimize their cost by cutting
down maintenance cost. This was done since firstly, there were almost no guests
coming in during the pandemic, and secondly since due to the lockdowns and travel
restrictions, it was difficult for stakeholders to hire labors to conduct maintenance
activities. This was a conscious, and obligatory short term cost cutting measure sued by
the households. With reference to the regression analysis conducted for chapter 5, it
was found that only in the year 2021, the maintenance cost did not have a significant
impact on the profit generated by the households. This could be the result of this

measure taken/forced upon the households.

6.6 Strategies recommended by the Homestays Experts to help Homestays recover

from the pandemic

The Homestay experts selected for the research were also asked about the strategies that
can be used by the Homestays to recover from the pandemic. The suggestions provided

by them were the follows:

Digitalization:
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With reference to the Homestay experts, if there is one thing that we must learn from
the pandemic then it would be the importance of digital presence in the times to come.
During the pandemic, the businesses that benefited were the businesses that had already
begun digital operations. When speaking about the Tourism Sector of Nepal, the
businesses involved are still relying on traditional B2B marketing systems. However
now with the rapidly digitizing world, where people prefer doing all activities online,
the sector will have to adapt to this. If the sector fails to do so, they will be missing out

on potential opportunities.

The Homestay Industry is no exception. They should not be relying on agents and third
parties for communicational activities such as marketing activities, and operation
activities such as booking taking, negotiations, networking and payments. By doing so,
they will be able to have a larger reach to their potential customers. It will also allow

them to be more flexible and feasible.

Keeping this in mind, NTB in collaboration with PUM Netherlands Senior Experts
conducted a week-long training program on Digital Marketing Training. Homestay

stakeholders had also participated in this training.

Renting

Almost all Homestays have personal properties where business activities are conducted.
This gives them an opportunity to maximize the utility of the space available in the
premises. Hence to optimize the utility of the spaces available, experts suggest that they
can offer their property premises (fully or partly) to communities or institutions to
conduct programs such as conferences and retreats. Doing this would benefit the
Homestays especially during situations such as the pandemic. Rather than keeping the
property empty, they can rent it out to communities and institutions at a reasonable

price.

This strategy can be useful even post pandemic. Since tourism is a seasonal business in
Nepal, it is not possible for the Homestays to have sufficient guests all year around.
Hence rather than keeping their Homestays empty during the off-season periods, they

can rent it off to institutions and communities during that time as well.

137



Providing Day Programs

Homestay business model is an accommodation model. Usually non-Homestay
activities (explained in chapter 4) are provided only for the customers who are
accommodating with the Homestays. However, with reference to the experts, it is not
necessary to limit these activities for the resident guests. They can offer these activities
to non-resident guests as well. This could be a source of additional income to the

Homestays.

If they are able to provide high quality programs, it is possible for not just travelers, but

also local people to be attracted towards these activities.

Developing Hiking Routes

Hiking is a popular non-Homestay activity. However, considering the fact that
Kathmandu Valley is an urban area, not many Homestays are able to attract their
customers towards conducting this activity. However, if you look at the landform of
Kathmandu Valley as well, there could be hiking routes developed in several areas,
even in the city, like the Budhanilkantha area, Hattigauda area and Swayambhunath
area. If Homestays can develop hiking routes near their Homestays, they will not have
to take their guests to far off hiking trails. It could also add aesthetic value to the

Homestays.

Follow COVID-19 protocol

An obvious but effective strategy that the Homestays can use is the strict following of
COVID-19 protocols. One of the major factors that is going to affect the business is the
reservations of the travelers regarding the COVID-19 factors. It is very likely for the
travelers to not trust the hygiene maintenance of the Homestays. Hence if Homestays
can follow strict COVID-19 measures and communicate the use of it well with the
customers, they might be able to attract a considerable number of customers in the times

to come.
This strategy is going to be beneficial for the long term as well since the paranoia

created by the pandemic amongst individuals is going to remain with them for a long

period of time.
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6.7 Chapter Summary

The pandemic has created an unfavorable situation for businesses all around the world
and the Homestay businesses are no exception. From chapter 5, it could be understood
that the pandemic has affected the overall economic performance of the Homestays,

leading to the several challenges faced by them.

All the respondent Homestays claimed that they have been struggling and have been
facing severe challenges to cope with the effects of the COVID-19 pandemic. More
than 60% of the respondent Homestays have doubts and concerns about the future of
the industry. But despite this, it was surprising, yet interesting to know that only about
36% of the Homestays have taken measures to recover from the effects of the pandemic.
This could be possible for them to do due to the advantages that the Homestays have
compared to other industries within the tourism sector. These advantages include not
having to pay salaries to employees and not having to pay rents. As most Homestays
are run by host families themselves, without any additional support, they do not have
to pay salaries and as most Homestays are run in private properties of the Host families,
they do not have to pay rents. This reduces the vulnerability of the Homestays to shocks

and financial catastrophes.

The reasons given by the Homestays for not taking recovery measures predominantly
consisted of the unpredictability brought by the pandemic. Since the global situation is
heavily dependent on the pandemic currently, and since new variants of the viruses are
emerging even now, it is safe to assume that the unpredictable nature of the situation is
going to last for a long time. In addition to that, the pandemic has already affected the
economic condition of the entire world to an extent that the World Bank has predicted
a risk of a potential global recession in 2023 (World Bank, 2022). This shows that even

post pandemic, there is a risk of the unfavorable situation continuing.

From the Homestay affiliated homes that have taken measures to cope with the
pandemic, the most popular measure used was the renovation. 68% of the Homestays
that are using strategies to recover from the pandemic are renovating their homes. By
doing this, they are trying to make their homes more appealing and sellable to their

customers. With this strategy, they are trying to address the most common challenge
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faced amongst the respondents, the decrease in the demand of the Homestays services.
After the pandemic, the demand for Homestay services have decreased significantly,
and the Homestay affiliated homes are concerned that even post pandemic, travelers
may not be willing to pay for Homestay services. By making their Homestays more

appealing and suitable for hosting guests, they aim to make their services more sellable.

Another strategy adopted by the respondent Homestay affiliated homes was the concept
of organic farming. One of the challenges mentioned by the Homestay affiliated homes
was the shortage of un-storable supplies during the pandemic including fruits and
vegetables. In order to deal with this challenge, this strategy was first used. However,
now, they have decided to continue the organic farming and provide organic food to
their guests as well. This strategy, along with addressing the issue of shortage of
supplies to a certain extent also addresses other challenges faced. It firstly makes the
service provided by the Homestays even more appealing, considering the increase in
demand for organic food, and the authenticity factor that comes with it. This will help
Homestays appeal more to their customers and initiate the increase in demand for their
services even post pandemic. Secondly, it also makes the Homestays more resilient
from possible future catastrophes. Being able to produce their own food item makes

them self-sufficient and increases their coping capability to future catastrophes.

However, it is also essential to consider the fact that there is a limitation to organic
farming. It is not possible for the Homestays to be completely self-sufficient when it
comes to the production of food items used by themselves and used to serve their guests.
Secondly, it is not enough to do organic farming, it is also essential to be able to
communicate with the potential customers about the additional benefit provided. For

that, they will have to review their marketing strategies used.

Finally, the last strategy used by the Homestays was the targeting of Nepalese
customers. By focusing on Nepalese customers, Homestays can be less dependent on
the foreign travelers coming in. This will firstly help them gain more customers, even
during the non-season period. Secondly, they can become more resilient to catastrophes
as it is easier for Nepalese customers to travel during catastrophic situations compared

to foreign customers.
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However, though these strategies have addressed some challenges faced by the
Homestays, other challenges, namely the decrease in demand for non-Homestay
services, vulnerability to the transmission of virus, challenge to pay loans and interests
and the challenge to pay the maintenance costs have not been addressed. While
speaking to the Homestay experts, they suggested a few strategies that can be used by

the Homestays, which can address some of these issues and many more.

The first strategy suggested by them was digitalization of communicational activities,
such as marketing and operational activities such as taking bookings and negotiations.
This strategy will make the communication between the buyers and sellers much easier
and efficient, increasing the productivity of the businesses. The second strategy
suggested was the renting of Homestay premises to industries and communities to
conduct special programs. This will help Homestays generate income even during crisis

periods affecting the Tourism sector as a whole.

An issue that was brought up but not addressed by the Homestays was the decreasing
demand of non-Homestay activities. The experts have suggested offering these
activities to not just resident customers but to even non-resident customers. This could
be an opportunity to diversify their businesses and make them more resilient to
catastrophes. The experts even suggested a construction of a hiking route near their
Homestays. This could further allow the Homestays to become more appealing, while

expanding their profit earning horizon.

Finally, a simple yet effective suggestion provided by the experts was the following of
strict COVID-19 protocols and communicating the use of it with their customers. This
strategy will firstly help the Homestays minimize the risk of virus transfer. And
secondly, this strategy will also help address the issue of potential customers having
reservations regarding the concerns revolving around the COVID-19 fear amongst the

customers.
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CHAPTER 7

ROLE OFGOVERNMENTAL FINANCIAL SUPPORT PROVIDED IN
RECOVERY OF THE HOMESTAY INDUSTRY

This chapter analyses the financial support provided by the government, in the recovery
of the Homestay Industry. It aims to understand the gaps of the support, and states the

recommendations of the experts in order to improve them.

7.1 Gap in financial support

With reference to Chapter 2, section 2.7, it can be seen that, as per the requests made
by NTB, GoN has provided various financial support directed towards the Tourism
Sector. Since the Homestay Industry falls under the sector, these supports are applicable
for them. It is important to remember that this research is only considering the financial

support provided.

The study analyzes the requests made and the fund provided in response. The financial
support requests made by NTB were divided into 2 categories: fixed cost control and

cash refinancing.

i)  Fixed Cost Control
With reference to literature review, since it was found that investments worth around
NRS. 115.38 billion had been kept at hold due to the pandemic within the sector, along
with financial borrowing of around NRS. 54.73 billion payables in the year 2020
(Magar, 2020), for the survival of the sector, it was essential to ensure control of fixed
costs incurred. To address this issue, NTB had requested for reduction in bank interests,

retention of human resources, and rent subsidy.
In terms of the Homestay Industry, fixed costs, namely the maintenance cost and loan

and interest payable were found to be major challenges for the stakeholders within the

industry.
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One of the areas where the GoN addressed the request was human resource retainment.
The consideration for employee retention related request was due to the large impact of
the pandemic on this area. An amount of NRS. 20 billion was estimated to be required

for the retention process alone. The 2-support provided are as follows:

1) Relief funds provided with an interest rate of 5%
This support covers both, reduction in bank interests, and retention of human resources
support request made by NTB. The scheme was developed with the intension of
providing firms with sufficient funds to continue salary payments, even during the
pandemic period. With reference to KII respondent Homestay experts, relief funds with
minimal interest rate are an ideal type of support strategy that can be provided by the
government. This is because through this scheme, beneficiary firms will have access to
financial fuel. At the same time, firms will still be liable to financial institutions,

preventing them from misusing the funds provided.

However, as the Homestay Industry is a small scaled, self-employment-based industry,
no respondent Homestays had hired employees to conduct Homestay activities. Some
respondent households hired extra help, but not particularly to conduct Homestay

activities. Due to this, the scheme was irrelevant in the context of Homestay Industry.

2) Payment of salaries using the social welfare fund
First of all, none of the KII respondent Homestay representatives were aware of the
term social welfare fund. This is due to the business model of Homestay Industry. Since
no respondent households hired employees, they were not obligated to provide benefits
or financial reward during the pandemic. Indeed, Homestay businesses this was claimed

to be one of the reasons for the resilience of the industry by the experts.

The remaining 2 areas of support request made by NTB: reduction in bank interests,
and rent subsidy, the GoN has not addressed these issues to a satisfactory level. Though
the “Relief funds provided with an interest rate of 5% scheme addresses the
reduction in interest rate, this only applies to a specific issue, which is employee

retention. This limits the Homestay Industry from accessing the support.
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There is no support provided for rent subsidy, as per the request. Although rent is not
an issue for the Homestay Industry, since all the respondent Homestays conducted

businesses on personal property (as discussed in chapter 6), the gap is still significant.

Through this study, the advantage of the Homestay Industry over other industries within

the Tourism Sector is seen to be more significant.

i)  Cash Refinancing
High interest rates adding to the costs incurred was seen as one of the major issues faced
by the stakeholders of the sector. Hence, NTB had request for cash refinancing.
Responding to this request, GoN, with the help of NRB announced refinancing of 3
types through the Monetary Policy 2020. These are as follows:

3) Refinance promoting entrepreneurship:
In terms of the Tourism Sector, individuals who were previously involved in the sector,
and had lost their jobs due to the pandemic, were eligible to receive loans up to NRS.
1.5 million if intend to be self-employed. Other “most effected” sectors such as micro,
cottage and small enterprises, agriculture and animal husbandry, and hatchery and
fisheries were also eligible for this refinancing. The refinancing was done at 5% interest

rate.

Although some of the respondent households considered a withdrawal from the
industry, as discussed in chapter 6, no respondent Homestays had applying for this

scheme. Due to this, no Homestays were able to benefit from it.

4) Refinancing for specific prioritized sectors:
This refinancing was aimed to aid businesses run by marginalized communities, such
as women, tribal groups, and disabled people. The refinancing was done at 3% interest

rate.

In terms of the Homestay Industry, 19 Homestay affiliated homes opted to take this
scheme. They took this support to conduct renovation activities at their Homestay

premises. They applied for it through the Agriculture Development Bank, Nepal at an
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interest rate where, from the 8% interest payable, government absorbed 5% of the
interest rate. The households were only obligated to pay 3% of the interest rate. All the
homes taking this loan plan are a part of a single Community Homestay, situated in

Bhaktapur. These homes were run by women, making them eligible for this.

However, not all women owned Homestays were able to benefit from this loan plan.
After being approved of the loan, the owners of the homes situated in Bhaktapur
communicated to some a Community Homestays situated in Kathmandu, with 9
affiliated homes about the loan plan, encouraging them to apply for the same. However,
despite having a similar business model, the Homestays situated in Kathmandu were

unable to access this loan plan.

The reason for the inability to access to this loan plan was explained due to difficulty
to develop the required documents and due to lack of support from bank employee.
“When we go to banks for support, or to offices for developing the required
documentations, rather than encouraging women like us for taking a step
forward and engaging in self-employment activities, they discourage us by
showing bad attitude. They behave as if we cannot do anything by ourselves. If
this is how they are going to behave, what is the point of providing Women
Employment Support?” (Owner, Community Homestay, Kathmandu)
Some officials and bank representatives with reference to KII respondents do not
directly tell these women entrepreneurs that they are not capable enough, but through
their attitudes towards these women, it can be understood that they are looking down at

them.

This shows the existing gender inequality and discrimination in the country. It needs to
be understood that such behavior was seen in Kathmandu Valley, known as the most
developed and socially accepting metropolitan area of the country. If such behaviors
are still seen in Kathmandu, it can be assumed that the situation in other, more rural

districts are even worse.

5) General
This refinancing scheme aimed to aid organizations that were not eligible for the

previous 2 schemes. It aimed to aid businesses run by youth, and other most effected
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industries. In terms of the Tourism Sector, it intended to befit organizations located in
geographically challenging areas, such as Langtang, Upper Mustang, Dhanushadham,
and so on (PKF International, 2020).

Since the study area selected was Kathmandu Valley, no respondent Homestays had

applied for this scheme.

One of the major reasons for the Homestay Industry not being able to benefit from the
refinancing scheme is that most loans taken by the households involved in the
Homestay Industry were taken, and is intended to be taken as housing loan, rather than
business loan. Housing loans are not eligible for refinancing. The reason for this is the
challenging process of applying business loans, which will be further discussed in the

following sections.

6) GoN also provided an Extension of Loan Payment time
33 respondent Homestay affiliated homes had taken loans prior to the pandemic. From
them, only 8 Homestay affiliated homes (7 Community and 1 Private Homestay) were
able to extend their loan payment time by 2 years. 2 Homestay affiliated homes repaid
their loans after the pandemic, to avoid further accumulation of the loan, considering
the unforeseen situation caused by the pandemic. The remaining 23 Homestay affiliated

homes continued paying interests, even during the pandemic.
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Figure 7.1
Homes affiliated to Community and Private Homestays benefitting from loan payment

time extension support.

HOMES BENIFITTING FROM THIS SUPPORT

B Community Homestay =~ ® Private Homestay

13%

Financial support provided through Commercial Banks versus Development
Banks

7) In terms of Commercial Banks, out of the 100% of the loans provided, 40%
were required to be provided to priority sector businesses by 2024.

8) On the other hand, in terms of Development banks and Finance companies,
Development banks are required to provide at least 20% and Finance companies
are required to provide at least 15% of its total loans available to sectors such
as MSMEs, energy, agriculture and Tourism Sectors by the mid-July of 2024.

NRB requested to reduce credit rates by 2% from all banks (Magar, 2020) to insure an

easier access to financial support.

Finally, the last scheme provided was:

9) A loan of Rs. 956.7 million approved for most affected businesses
23 respondent households affiliated to Homestays have taken loans post the declaration
of the pandemic. Amongst them, 19 have taken loans from Development Banks and 4
have taken loans from Commercial Banks. All of the 19 households taking loans from
Development Banks are affiliated to Community Homestays, as discussed further in
7.2. Among these 4 households taking loans from Commercial Banks, 2 were affiliated

to Community Homestays and 2 to Private Homestays.
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A finding that needs to be noted is that despite a larger percentage of the loans provided
by Commercial banks were required to be given to priority sector businesses by 2024
compared to Development banks, a larger number of Homestays have taken support
from Development Banks. This shows that Development banks consider and prioritize
providing financial support to businesses within the Homestay Industry, compared to
Commercial banks. Commercial banks prioritize their commercial interest and provide

support to larger, and more financially stable firms under the Tourism Sector.

Figure 7.2
Financial support taken by Homestays from commercial and development banks, post

declaration of pandemic

FINANCIAL SUPPORT TAKEN BY HOMESTAYS

B Commercial Bank  ®Development Bank

However, it is also important to note that 2 households affiliated to Private Homestays
cleared their loans post the declaration of the pandemic. The reason given was that, due
to the uncertainty caused by the pandemic, the possibility of the stand-still situation
could further exhilarate. This would lead to further depth accumulation for their
businesses. Hence, they preferred to pay back the loans from their saving accounts in
order to avoid paying interests during this period. Since there was a risk of economic
collapse, this option was considered a safer option by them. This shows the lack of trust

on the banking system, and social protection system of the country.
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Discussion

From this analysis, it can be understood that most governmental schemes were targeted
towards the employees and workers of the Tourism Sector, rather than the business
owners or the business performances. The schemes were developed with the intention
of avoiding unemployment and/or salary cuts. Since Homestay businesses are self-run,
small scale businesses, with marginal to no extra help taken, these businesses were not
able to benefit from the schemes provided. As compared to other industries within the
Tourism Sector, the Homestay Industry is a smaller industry, this feature of the industry
may not have been considered by the governmental body while developing the schemes
provided. This shows the lack of importance given to smaller industries, which may
have suffered as severely or even more severely due to the pandemic than the bigger

industries, by the government while developing the support.

The only schemes that the Homestays were able to benefit from were the loan payment
time extension and cash refinancing targeted towards the vulnerable communities. 8
Homestay affiliated homes extended the loan payment time by 2 years. These loans
were taken prior to the pandemic. The loans taken after the declaration of the pandemic
were not included under this scheme. The interest payable however is accumulated and
is required to be paid after the extended time period. This can lead to the further
accumulation of depth for the businesses, further enhancing the financial burden faced.
Understanding this, 2 Private Homestays decided to payback the loans taken, rather

than extending it.

The second scheme benefitting the industry is the cash refinancing targeting vulnerable
communities. Twenty four percent of the respondent Homestays were able to access the
cash refinancing scheme since the owners of these Homestays were women. This shows
the considerable involvement of women in the industry, and the attention provided to

female entrepreneurs by the government.

The financial support received has been illustrated in Figure
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Figure 7.3

Financial Support received by the Homestays

Financial Support received by Homestays
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The Figure 7.3 shows that almost all the support received were received by the
households affiliated to Community Homestays. From chapter 5, it was found that more
Community Homestays were affected by the pandemic compared to Private Homestays.
It can be assumed that since more Community Homestays were affected by the
pandemic, more Community Homestays are seeking for measures to cope with the

pandemic. Hence, more Community Homestays have taken financial support provided.

With reference to KII respondent Tourism expert, more Community Homestays are
taking recovery measures and financial support since there are several individual
households affiliated to one Homestay. As the economic condition of several homes are
being affected by the pandemic, there is more pressure to move towards recovery. Since
Private Homestays consider the economic condition of just one household, there is

lesser pressure to speed up the recovery process.

Furthermore, the loan taking process was eased for most affected sectors. This is
because the NRB reduced the credit rates by 2% and asked the Commercial Banks,
Development Banks and finance companies to provide a considerable percentage of
their total loans to the most affected sectors like the Tourism Sector. Due to this, loans

have seen to become more accessible for the Homestay Industry. However, again since
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the Homestay Industry is comparatively a small industry, and there are many industries
within Tourism Sector, the industry still has to compete with other industries to receive

loans.

This was especially seen to be the case in Commercial Banks. Despite of Commercial
Banks having to provide a larger percentage of their loans to the most effected sectors
(40%) 82.6% of the loans taken by the Homestays were taken from the Development
Banks. This shows the emphasis and the dis-emphasis placed by the two types of banks
on this industry.

7.2 Homestays not using any Financial Support

Fifty respondent Homestay affiliated homes have not benefited from any financial
support provided by the government, from which 11 were Private Homestays and 39
were Community Homestay affiliated homes. From this, 15 (13 Community and 2
Private Homestay affiliated homes) were not able to benefit due to unawareness
regarding them. This shows the lack of knowledge regarding governmental policies

within the industry.

The government announces the support and schemes through several sources such as
the television, radio, and online. In addition to that, these schemes and support have
been covered by the news channels and online articles as well. The study area of the
research is Kathmandu Valley. The electricity reaches in the metropolitan cities
Kathmandu and Bhaktapur have 100% electricity reach and Lalitpur has an electricity
reach of 99.88% (Nepal News, 2021). This shows that the lack of knowledge regarding

the policies is most probably due to the lack of interest in this matter of the stakeholders.

Twenty-six Homestay affiliated homes were aware of the policy, but opted not to take
it. From this, 21 Homestay affiliated homes, 14 Community and 7 Private Homestay
affiliated homes did not take financial assistance as they did not need any assistance.
They claimed that since the situation during the pandemic is uncertain, it is better for
them to wait and watch how the situation turns out to be, before meaning any moves.
Three Community Homestay affiliated homes did not apply for any financial assistance

due to lack of confidence. They claimed that they were unsure about the sufficiency of
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documentations and the and other requirements to apply for the schemas present. As a
result, they did not apply for any of the schemes offered. And 2 Private Homestays did
not take any financial support, namely the loan payment time extension scheme to avoid

the accumulation of interest, with the fear unendurable financial burden.

The remaining 9 Community Homestay affiliated homes were rejected of the financial
assistance applied for. This shows the difficulty of accessing financial assistance. This

difficulty is addressed in the sub-section 7.3.

Figure 7.4 shows the percentage of the reasons for which, the households were not using
any financial support.

Figure 7.4

Reasons why Homestays were not using any Financial Support

REASONS WHY HOMESTAYS WERE
NOT USING ANY FINANCIAL
SUPPORT

B Community Homestay =~ ® Private Homestay
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UNAWARENESS NOT REQUIRED LACK OF FEAR OF DEPTH REJECTED
CONFIDENCE ACCUMULATION

7.3 Difficulty in accessing Financial Support

One of the major factors understood through the research so far is the fact that despite

of the existence of these schemes and funds, more than 50% of the respondents have
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not been able to benefit from it. Hence, it is important to understand the reason for this

inaccessibility.

With reference to the KII respondent Homestay representatives, the most common
reason for the difficulty in accessing the financial support provided is the lack of

documentation required.

The minimum required documents for obtaining any of the schemes are as follows:
e Financial Statements with audit report.
e C(Citizenship Certificate of Proprietors.
e Registration Certificate of businesses.
e Prabhandrapartra, Memorandum of Associations (MOA)
e Niyamawali, Article of Associations (AOA).
e Registration of PAN/VAT.
e Lalpurja, Certificate of Land Ownership.
e Building Completion Certificate if applicable.
e Charkilla, Four Boundaries Certificate.

e BluePrint and Trace Map, if applicable.

Since Homestays are small scale businesses, they usually do not develop all the required
documentation, especially documents such as Audited Financial Statement, Charkilla

and MOA, limiting them from financial access.

The reasons behind why the Homestays do not develop the required documents are as
follows:

e Lack of knowledge and financial access to develop financial reports. The
operational model of the businesses within the industry are informal, managed
by a single family. This makes the process of book keeping and auditing very
difficult.

e Lengthy and expensive process of developing governmental papers such as

Lalpurjas and Charkilla.
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e Lengthy, expensive and intimidating process of developing legal documents
such as the MOAs and AOAs, and lack of knowledge and/or ignorance about
their requirements.

e Another reason why the Homestays lack these documents is because as
Homestays host guests at their own homes, many homes in Nepal are hereditary
homes that have been passed on to the current owners from their ancestors. Due
to this, many documentations tend to be missing. Since the pandemic was a
sudden occurrence, and since the governmental and legal offices remained
closed during the pandemic, the Homestay affiliated homes were not able to
develop these documents as well. This led to the exclusion of the Homestays

from the financial support provided.

Apart from documentation, other factors that are considered by banks before approving
financial support are payback capacity and backup collaterals possessed by loan taking
businesses. Banks need to consider their commercial interests as well. Since banks have
a limited capacity of providing loans, they choose to give these loans to larger, more
financially stable and potentially profitable organizations compared to small scaled
organizations like the Homestays. Multiple analyses are done before loan approvals.
Only the firms that are seen to be feasible by the banks are then proceeded towards

receiving these loans.

However, the NRB has obligated the commercial and development banks to provide a
certain percentage of their total loans to the firms involved in the Tourism Sector.
Knowing that it is also important to note that the Tourism Sector of Nepal itself is a
huge sector, with many industries within it. Homestay being a fairly small and new
industry within the sector, it is difficult for them to compete with other industries within

the sector for loans.

The background of the proprietor is also looked upon by the banks before providing
financial support. If a business is owned by individuals with a negative past financial
track, the firm may have a difficult time accessing loans regardless of their business
performance. This is especially true during the COVID-19 period. Since almost all

businesses are struggling during the pandemic, it is difficult for banks to provide loans
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only on the basis of the financial record of the businesses. Hence, the proprietor's track

records are carefully analyzed before allocating loans.

Compared to commercial banks, it was seen that the development banks were more
accessible for the Homestays. Some development banks even have an entire loan
program developed especially for the Homestays. For example, the Agriculture
Development Bank (ADBL) of Nepal has a loan scheme called the Homestay Service
Loan. However, rather than opting for these loans, Homestays were seen to be more
drawn towards the loans and support provided to women entrepreneurs. Since many
Homestays own and are legally registered under the name of women, it is easier for
Homestays to apply for loan plans directed towards women. Since the accessibility for
these loan schemes was found to be more reachable by the respondent Homestays, they

chose to opt for this loan plan option.

7.4 Suggestions provided by Bank Representatives

The bank representatives provided suggestions to the Government, for the improvement
of policies developed. They also provided suggestions to the Homestays for better

access to financial support. These are discussed.

7.4.1 Suggestions provided to the Government

The bank representatives provided the following suggestions for the improvement of

policies.

a) The development of policies is not enough. Consultation and counselling

should also be provided to the recipients.

One of the major reasons why governmental support and funds do not reach the targeted

audience is the lack of awareness.
“This is not just in case of Homestays, but a case in the over sectors and
industries within the country” - (Bank representative, Kathmandu)

Policies communicated by the government tend to be done in complicated language,

and presented in a manner that cannot be understood by all. Due to this, citizens of the

country tend to overlook them. Hence, in order to improve this scenario, the bank
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representatives suggest that there should be a counselling and consultation department

in all financial institutions.

They suggested that there should be a counselling table in every financial institution,
preferably near the entrance. There the people who come to take financial facilities can
speak to the counsellor about the kind of facility they are seeking, the different options
that can be explored and the requirements to obtain those facilities. The counsellor can

also provide guidance as to how they can develop the required documentations.

In today’s day and time, there are financial institutions present almost all over the
country. This widened reach can be used by the government as a communication tool.
Since one on one, face to face communication can be much more effective than one
way communication done through news channels or online, especially in a country like
Nepal, where the literacy rate of adults above the age of 15 was 68% in the year 2018
(World Bank, 2022).

This can be a win-win-win situation for both the government, since they will be able to
communicate better with individuals all over the country, banks as they will be able to
provide an increased number of employment opportunities, and citizens of the country

who will be more informed about financial facilities provided.

b) Efficiency of Decision-Making Process
When there is a policy developed aiming to provide support or relief, the funds are
provided through BFI’s but the decision making is done by NRB. As the decision-
making hierarchy for this process is tall, the decision-making time and cost tends to be

higher. This leads to an inefficient decision-making process.

The bank representatives believe that if proper training and guidance are provided to
financial institute representatives, the decision-making responsibility can be given to
them as well. The national bank representatives can do regular or occasional monitoring
to ensure transparency and accountability. This way, the hierarchy can be shorter and

the time and cost can also be lower, making the process more efficient.
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7.4.2 Suggestions provided to the Homestays

The bank representatives provided the following suggestions for the Homestays.

a) Documentation development is important
Many Homestay representatives tend to believe that the development of documents is
not required. Especially since the capital required for the Homestays are relatively
lower, many homes do not take loans from financial institutes in their initial phases,
making them unwilling to develop documentation. However, it needs to be understood
that businesses without proper documentation can easily be excluded from receiving

facilities and support that they deserve.

The Monetary Policies developed as a relief for the Tourism Sector for example. One
of the major reasons why the financial institutions rejected the application of the
Homestays was the insufficiency and/or inaccuracy of the documents. Since there are
many levels of decision-making bodies involved in the support approving process, only
the businesses with sufficient documents supporting their application process are

approved of the support provided.

The pandemic was only 1 example of a situation where the Homestays were in need of
immediate support. Since the Tourism Sector is vulnerable to various catastrophes, it is
suggested for them to develop sufficient documentation in order to receive support even
in the future.
b) Awareness is key

Knowing the law is a responsibility of every citizen of a country. When there is a law
applicable and is not known by the citizens, the responsibility of this unawareness is of
the citizens. Hence it was suggested for all Homestay affiliated homes to keep

themselves aware of the present laws.

c) Taking help from third-party organizations
There are several third-party organizations that provide support to organizations in the
development of documentations and other requirements such as forms and photographs
in applying for financial support. For the Homestays that have issues developing the
required documentations and other requirements, they can opt to take help from these

third-party organizations.
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7.5 Suggestions provided by respondent Homestays

The interview respondent Homestay provided suggestions to the BFIS for better
allocation of financial support. They also provided suggestions to the Government, for

the improvement of policies developed. These are discussed.

7.5.1 Suggestions provided to the BFIS

The suggestions provided were as follows.

a) Supportive behavior
Homestay businesses are small scaled businesses. Many Homestay owners are people
from marginalized groups. It is important to communicate with people from these

marginalized communities with the respect that they deserve.

About 34% of the respondent Homestay owners were women. Societies in Nepal are
still very patriarchal. Representatives of many organizations are chauvinists, making it
difficult for women to approach them, excluding them from the facilities that they have
the rights to obtain. With reference to the research, it was seen that female Homestay
owners have faced issues surrounding chauvinist behaviors from BFIS staff.
“It is not easy for women like us to come together and run businesses by
ourselves. There are several challenges that we need to face. One of these
challenges include dealing with the bank staff. They sometimes treat us like we
cannot do anything. Rather than treating us like that, shouldn’t they be
supporting and encouraging us?” - (Homestay owner, Kathmandu)
These Homestay representatives have suggested the BFIS representatives to be more

respectful towards all their clients, including female clients.

b) Transparency
With reference to interview respondent Homestay owners, some BFIS representatives
deny financial support to the Homestay owners despite them fulfilling all the
requirements set by them. They believe that the reason for the denial of financial

support in such cases reflect the BFIS representative’s personal interest.
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These kinds of practices are unethical practices. This shows a weak monitoring system
of the BFIS where the unethical behaviors of representatives and staff are being

overlooked.

7.5.2 Suggestions provided to the Government

The suggestions provided were as follows.

a) Prove support directed especially towards the Homestay Industry
Since the policies provided were directed towards the Tourism Sector as a whole, it was
difficult for Homestays to access the financial support provided due to the competitive
competition. The Tourism Sector of Nepal is a large sector with several industries
within it. Due to the limitations in financial support provided and the limited financial
support providing capacity of both the government and the BFIs, Homestays were

facing difficulties to access the financial support provided.

Similarly, since many funds provided targeted towards the Tourism Sector were not
applicable for the Homestays, like the “payment of salaries using the social welfare

fund”, the Homestays were not able to benefit from it.

Hence, the Homestays suggest that there should be industry specific support provided

in the future.

7.6 Suggestions provided by Homestay experts to Homestay

The Homestay experts suggested that registration of Homestays is very important.
According to them, there are several Homestays running without registering, to avoid
paying taxes and fulfilling the requirements that registered businesses need to fulfil.
However, these Homestays were not able to benefit from the support and reliefs

provided.

Unregistered businesses are not protected by laws. They will not be able to benefit from
governmental support and protection. Though the Homestay Industry is a small industry
and the businesses within the sector are small scale businesses, it is important for them

to know that catastrophes like the pandemic may reoccur in the future. When that
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happens, if the business is not registered, they will have to survive and recover from it
without any official support. Hence the Homestay experts have urged all the Homestays

in Nepal to register.

7.7 Chapter Summary

From Chapters 5 and 6, it was understood that all respondent Homestay affiliated homes
have been economically affected by the pandemic. Out of the 77 respondent Homestay
affiliated homes however, only 28 Homestay affiliated homes have taken measures to
recover from the pandemic. Out of the 28 Homestay affiliated homes, 25 Homestay
affiliated homes have taken some kind of financial assistance to support their recovery

strategy.

Out of the 22 Homestay affiliated homes, 19 have taken loans from BFIS for renovation
of their Homestay affiliated homes as a measure of recovery, 3 Homestay affiliated
homes have taken loans for non-renovation purposes, and 8 Homestay affiliated homes
(including 5 Homestay affiliated homes who are renovating their properties, using loans
from Development Bank) have successfully extended their loans (taken prior to the

pandemic) payment time. The details are presented in Table 7.1.
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Table 7.1

Homestays benefiting from the schemes provided by the Government.

Scheme Total Private and Community Total
Homestays Homestays
benefiting
a) Relief funds provided 0 0 0
with an interest rate of
5%
b)  Payment of salaries 0 0 0
using the social
welfare fund
c) 40% bank loans to 28% All Community Homestay 22 Homestay
priority sectors affiliated homes, though 2 affiliated homes
Private Homestay affiliated  took loans after
homes that were previously  the declaration of
taking loans paid off their pandemic from
debts and 2 new Private which, 19
Homestay affiliated homes Homestay
started taking loans after the  affiliated homes
pandemic. took loans to
renovate their
properties.
d) Extension of Loan 10.4% 87.5% Community Homestay 8 (Including 5
Payment time affiliated homes and 12.5% Homestay
Private Homestay affiliated  affiliated homes
homes took scheme g as
well)
e) Refinancing of Loans 0 0 0
up to Rs. 1.5 million if
they intend to be self-
employed
f)  Refinancing of loans 0 0 0
in general category
28% All Community Homestay 22 Homestay

Loan of Rs. 956.7
million approved for
most affected
businesses

g)

affiliated homes
took loans after
the declaration of
pandemic from
which, 19
Homestay
affiliated homes

affiliated homes, though 2
Private Homestay affiliated
homes that were previously
taking loans paid off their

debts and 2 new Private
Homestay affiliated homes
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started taking loans after the took loans to

pandemic. renovate their
properties.
Development banks o All Community Homestay 19
h) . . 24.6% .
required to provide at affiliated homes.

) least 20% and Finance
companies required to
provide at least 15%
of its total loans
available to most
affected sectors, like
Tourism Sector/
Refinancing of loans
for marginalized
groups.

From Table 7.1, it can be seen that almost all of the benefits granted were granted to

Community Homestay affiliated homes.

In terms of the 19 Homestay affiliated homes that have benefited from scheme
“Development banks required to provide at least 20% and Finance companies required
to provide at least 15% of its total loans available to most affected sectors, like Tourism
Sector”, the Homestay affiliated homes took loans under the refinancing of loans
targeted towards marginalized groups from Agriculture Development Bank, Nepal. The
loans were taken at 8% interest rate, from which 5% was absorbed by the Government.

As a result, these Homestay affiliated homes were only paying 3% interest rate.

Out of the 52 respondent Homestay affiliated homes who have not taken any financial
assistance, 18 Homestay affiliated homes did not know about the policies and the
schemes available, 24 Homestay affiliated homes were aware of the policies and
schemes, but chose not to apply for it, and 10 Homestay affiliated homes were rejected

of financial assistance.

The most common reason why the accessing of financial assistance is difficult is the
lack of sufficient documentations required. Since Homestays are small scale businesses,
they usually do not develop all the required documentation, due to reasons such as the
lack of funds required, a lengthy and intimidating process of developing the required

documents, and the lack of awareness and/or ignorance towards the development of
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these documents. Apart from this, other factors such as the payback capacity, the
availability of sufficient backup collaterals, and an unfavorable background of the

proprietor also make it difficult for the Homestay affiliated homes to access financial

support provided.
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CHAPTER 8
DISCUSSION, CONCLUSION AND RECOMMENDATIONS

This chapter presents a summary of the objectives in hand, the key findings found

through the research, discussion, and conclusion, along with recommendations.

8.1 Summary of Findings

After the declaration of the COVID-19 pandemic on the 11% of March 2020 (WHO,
n.d), the economic condition of individual, economic performances of businesses and
the GDPs of countries all around the world were impacted negatively. This study has
looked upon the economic impact of the pandemic on the Homestay Industry of

Kathmandu Valley, Nepal.

In order to do so, firstly, the economic changes seen by the Homestays of Kathmandu
Valley were analyzed over 3 phases; the pre-pandemic phase (2019), during pandemic
phase (2020 and 2021), and the current phase (2022). Secondly, to better understand
the impact brought by the pandemic, the level of resilience of the stakeholders involved
in this sector was analyzed by understanding the strategies and measures taken by them
to recover from the pandemic. Lastly, since the pandemic was a sudden and devastating
occurrence, there were 9 types of financial supports provided by the GoN, targeted
towards the Tourism Sector. The role of these support in the recovery of the industry is

comprehended.

Economic change brought by the pandemic.

Before the pandemic, more than 80% of the Homestays were performing above
average. After the pandemic was declared and 2 nationwide lockdowns, along with
travel restrictions were placed, in the years 2020 and 2021, all the Homestays suffered
from a poor economic turnover. Despite the expenses incurred decreased during the
pandemic, due to a steeper fall of the revenue generated, majority of the Homestays
bared losses. Community Homestay affiliated homes bared more losses compared to

Private Homestay affiliated home.
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However, in the current phase, the lockdowns have been lifted and travel restrictions
have lifted as well for fully vaccinated travelers, giving hopes for an improved
economic standing for the Homestay Industry. 63% of the Homestays expect to perform

satisfactorily, and reach at least a break-even point till the end of 2022.

In terms of the difference between the financial performances of Community and
Private Homestays, it was found that there was no significant difference between the
profits gained by these 2 types of Homestays pre-pandemic. However, after the
declaration of the pandemic, there was a significant difference between the profits
generated by these 2 types of Homestays in the years 2020 and 2022. Nevertheless, in
the year 2021, the difference was not significant. This could be the result of 2 factors,
firstly as both types of Homestays were generating bare minimum, to no revenues, the
profit generated did not have a significant difference. Secondly, since households cut
down on their maintenance cost, the expenses incurred may have decreased in a similar
matter as well, causing this insignificance. This argument can be backed up by the
finding of regression analysis conducted, where the maintenance cost did not have a

significant impact of the profits generated, only in the year 2021.

Majority of the Private Homestays were able to manage at least a break-even state even
during the pandemic, whereas majority of the Community Homestays suffered from
losses. Even in-terms of the financial borrowing, it was seen that Community
Homestays borrowed more from the BFIS post the declaration of pandemic compared
to Private Homestays. This could be because Community Homestays were more in need
of financial support then the Private Homestays making them more eager to receiving
support. This is also assumed to be the case since in terms of Community Homestay, a
community is dependent on the business, as oppose to Private Homestay, where one

household is dependent on the business.

This shows that the Private Homestays were more resilient to the pandemic compared
to the Community Homestays. This resilience is a product of 2 factors; the first one
being quick decision-making power, since each homes run as individual Homestays,
this gives the owners the liberty to make decisions quickly. Due to this ability, Private
Homestays were able to develop programs targeting domestic customers during the

pandemic, though the original nature of Homestay business model of Kathmandu
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Valley primarily targets foreign customers. Community Homestays did not make such

changes, even during the pandemic.

The second factor is the smaller number of customers hosted by Private Homestays,
making customer management process easier and more flexible. Even in terms of
customers, staying at a home with lesser number of people during the pandemic period
helped them travel without being exposed to large number of individuals.

Measures taken to recover from the pandemic

All the households affiliated to Homestays faced challenges due to the pandemic, such
as the decrease in the demand for Homestay and non-Homestay services, high
maintenance cost, difficulty to payback financial depths and risk of virus spread.
However, it was found that some challenges affected Community Homestays more and

vice versa.

In addition to this, it was found that despite the existence of travel restrictions placed,
including the requirement of negative PCR results and quarantine, Homestays,
especially Private Homestays were still uncomfortable hosting customers during the
pandemic, and even now. This shows the lack of trust on the system and the level of

fear amongst the stakeholders.

Despite all the Homestays having faced challenges and more than 60% of the
Homestays having future concerns regarding the industry, it was found that only 36%
of the Homestays took measures to recover from the pandemic. Amongst the remaining
64% of the Homestays not taking any measures, 24% were hopeless about the recovery
and were considering the withdrawal from the industry as a whole. However, on the
other hand, 76% of the Homestays did not take any measures. as they believed it was
better for them to wait and watch until the situation improves, before taking any
measures. They believed making moves during uncertain situation may lead to creation
of even more challenges for them. However, what gives these Homestays the choice to
simply wait and watch could be the advantages that the Homestay Industry enjoy over

other industries within the tourism sector.

From the measures taken by the Homestays,
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With reference to Rai, 2020, the major challenges faced by industries within the
Tourism Sector, such as the hotel industry were salary, rent and interest payments.
Considering the structure of the Homestay Industry, businesses within this sector do
not have to consider rent payment and salary payment as a challenge, since they conduct
their business activities within their personal premises, and the overall business
activities are conducted by the business owners themselves. This makes the businesses

within the sector more resilient to the pandemic.

Nevertheless, the recovery measures used by the 36% of the Homestays were
renovation of Homestay premises done by 19 Community Homestay affiliated homes,
organic farming done by 2 Private Homestays, and targeting domestic customers done
by 5 Community and 2 Private Homestay affiliated homes. With reference to KII
respondent Homestay representative, the households held off maintenance activities
after the declaration of the pandemic. This can be seen as a short-term cost cutting

strategy used by them.

Lastly, one of the suggested measures recommended by the KII respondent Homestay
expert was the shift of major business activities like marketing to digitalization. NTB,
along with PUM Netherlands Senior Experts provided a week-long training session on

digital marketing for the tourism sector on the July of 2022.

Financial support for recovery
The national bank of Nepal, NRB provided 9 types of financial schemes to support the
recovery of the most affected sectors, including the Tourism Sector of Nepal, post the

declaration of the pandemic.

A total of 23 Homestays have taken financial support from banks, amongst which 19
were taken from Development Banks (all Community Homestay affiliated homes) and
4 from Commercial Banks (2 Private and 2 Community Homestay affiliated homes).
The 19 household who took financial support from Development Banks took the loan
in a refinanced rate, which was initially supposed to be provided in 8% interest rate, but
5% of the payable interest was absorbed by the government. Only 3% interest was

payable by the households.
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Eight households who had taken loans from Commercial Banks prior to the pandemic
were able to extend their loan payment time by 2 years. However, the interest rates

payable accumulated is required to be paid after the extended period.

Due to this, 2 Private Homestays who had taken loans prior to the pandemic opted to
repay the loan taken after the declaration of the pandemic. They decided to do so as the
stand-still situation brought by the pandemic had the potential to last for an extended
period, making it even more difficult to pay back in the future. Due to this, this
particular scheme can be looked at from both a positive and negative aspects. Positive
since it provides financial ease to the stakeholders in the short term. Negative as it puts

further pressure on the stakeholders in the long term.

It is clear that about only a half of the schemes were used by the Homestays as the
remaining schemes were not relevant for the industry. Those other schemes were
developed targeting the employees, and not the owners involved in the Tourism Sector.
This shows 2 factors; firstly, the government prioritized the protection of employees
more, compared to the business owners, and lastly, the schemes developed were
developed without the consideration of the unique feature of the Homestay Industry.
Homestay Industry, despite being a small scaled industry needs to be considered while
the development of the scheme, as the industry has been greatly impacted by the

pandemic.

However, for the remaining schemes that are relevant and accessible for the Homestay
Industry, it can be seen that less than 50% of the households have been able to access
it. The reason for this were as follows:

e Lack of sufficient documentations. This is acknowledged as the most common
reason for the inaccessibility by all KII respondents. The major reasons for the
households not having the required documents were due to its expenses, the
time taken for development, the intimidating process of document development,
lack of knowledge regarding their importance, and due to unorganized flow of
finances. To further explain the unorganized flow of finances, one of the most

important documents required to access financial support is the audited financial
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statement. Since the financial inflow and outflows of the Homestays are usually
unorganized, the development of this document is very challenging.

e Due to lack of payback capacity and backup collaterals. Since the national bank
has obligated BFIS to provide a certain percent of their total loans to businesses
within the Tourism sector, these BFIS are obligated to provide loans to
stakeholders within the sector. However, since Homestay businesses do not
have sufficient payback capacity and backup collaterals compared to other
industries like the hotels and restaurants, banks Homestay businesses have faced

difficulty to access finances even after the scheme developed.

Compared to Commercial Banks, it was found that Homestays were able to access
financial support more easily through Development Banks. In fact, the Agriculture
Development Bank of Nepal (ADBL) also provides a loan program called Homestay

Service Loan.
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Key Findings

Table 8.1
Key Findings
Finding Explanation
1. Private Homestays e A larger percentage of Community

were more resilient to
the pandemic compared
to Community

Homestays.

More Community
Homestays have taken
measures to recover

from the pandemic.

Only 36% of the y
respondent households

took measures to

recover from the

pandemic.

Homestays bared losses in the years 2020,
2021 and 2022. There was a significant
difference between the profits generated
by the 2 types of Homestays in the years
2020 and 2022.

Fourteen percent of the households
affiliated to Community Homestays were
considering a withdrawal from the
industry.

The reason for this resilience, as explained
by KII Tourism experts were the liberate
decision making ability of owners and the
small and controllable number of guests

hosted by Private Homestays.

Ninety percent of households taking
measures to recover from the pandemic
are affiliated to Community Homestays.
Eighty-five percent of the households
taking financial support post pandemic are

affiliated to Community Homestays.

Forty eight percent of the households
affiliated to Homestays were waiting and
watch until the pandemic situation
improved in order to develop measures of

recovery.
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4. Forty-eight percent of
the respondent
households affiliated to
Homestays decided to
wait and watch until
the pandemic situation
improves in order to
develop measures of

recovery.

5. Homestay Industry
have advantages over
other industries within
the Tourism Sector,
making them more
resilient towards the

pandemic.

6. Almost half of the

governmental support

Fifteen-point five percent of the
households were planning to withdraw
from the industry.

From the 36% of the households, 68%
renovated their homes for future business
purpose, 25% have targeted domestic
customers, and 7% are opting to do
organic farming as a source of food for
personal consumption and to provide to

their customers.

They claim that due to the uncertainty
created by the pandemic, making any
moves now have the potential to create
further challenges for their businesses.
They prefer to prioritize their health rather
than financial loss.

This could have been possible to do for
these households as they do not have to
pay their employees or pay rent during the

pandemic.

Homestays almost never hire extra help
for business activities. Due to this, during
the pandemic, they were not obligated to
pay salaries to employees.

Most homestays conduct their business
activities in their personal premises, so
they did not have to pay rents during the

pandemic.

Three out of seven schemes were targeted
towards the employees, and not the

business owners or the businesses as a
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provided to aid
recovery of Tourism
Sector is not relevant
for the Homestays

Industry

Development Banks
are more accessible for
the Homestay
stakeholders compared

to Commercial Banks.

There is an existence of
gender discrimination
in financial and
governmental system

of the valley.

Homestay stakeholders
show hesitance to trust
the governmental
system protecting the
industry from the
effects of COVID-19

pandemic.

whole of the sector. This shows that the
government prioritized working level
stakeholders of the sector.

This show that while developing these
schemes, the government did not consider
the unique features of the Homestay

Industry.

More loans have been taken from
Development Banks compared to
Commercial Banks.

Some Development Banks like the
Agriculture Development Bank (ADBL)
of Nepal have special schemes provided

especially for the Homestay Industry.

Female KII Homestay representative
respondents claimed that when
approaching banks for financial support,
and governmental and legal
representatives to develop
documentations, the representatives of
these organizations look down upon the
female entrepreneurs, and doubt their

ability to run businesses.

The respondent Homestay representatives
showed concern of virus spread, despite
the COVID-19 lockdowns and travel
restrictions placed by the government.
NTB has developed COVID-19 protocols
for the Tourism Sector, which is not
specific to the unique features of the

Homestay Industry. A private sector
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company developed the COVID-19
10. Maintenance cost did protocol for the Homestay Industry.

.. ° i
not have a significant Maintenance cost management was

impact on the profits identified as one of the major challenges

generated by the faced by the Homestays after the

Homestays in the year declaration of the pandemic since it is a
2021 alone fixed cost that incurred despite of the
decrease in customer footfalls.
e In 2021 however, it did not significantly
impact the economic performance of the
Homestays. This could be the case since
Homestays did not perform maintenance
activities during this year.
e The reasons for not conducting
maintenance were to cut cost and due to

the inaccessibility to laborers due to

lockdown and travel restrictions.

8.2 Discussion of Findings

The years 2020 and 2021 saw a decline on the economic performance of the Homestay
Industry. The fall in revenue generated was due to the sudden, unprotected, and
unprecedented fall of customer footfalls caused due to the lockdowns, travel restrictions
and closure of international borders. Since the Homestay Industry depended heavily on
foreign tourists, the travel restrictions placed put the firms almost completely out of
business. Along with the fall in revenue generated, there was a fall in expenses incurred
by these businesses as well. It was a result of decrease in costs caused due to fall in
customer footfalls, and due to the effort of Homestays to cut cost, mainly by cutting
down maintenance cost. However, due to the steeper fall in revenue generated, about

more than 50% of the Homestays made losses during the pandemic phase.
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In the year 2022, the lockdowns and travel restrictions for all vaccinated travelers have
been lifted. However, despite that, majority of the Homestays expected to only perform
satisfactorily and not well, showing that they were not expecting a full recovery just
yet. It was found that Homestays feared the possibility of the demand for Homestays
services including the demand for non-Homestays services, as well as Tourism services
as a whole falling. Due to this fear, 12 Homestays considered exiting the market as a
whole. Even though the economic conditions of the Homestays weakened due to the
pandemic, this decrease in demand was considered more important to deal with. The 3
measures used, namely renovation of Homestay premises for future business activities,
targeting of domestic customers and organic farming focused on promoting these

services, rather than dealing with the economic fall.

Renovation was done with the intention of attracting customers through the premise’s
esthetic enhancement and improved facilities. Targeting of domestic travelers was done
with the intention of expanding the market of the industry to increase customer basis.
One of the reasons why organic farming was done was in order to increase the non-
Homestay services offered, which could support marketing activities. All of the 3
strategies further incurred expenses, rather than cutting it, emphasizing the priority of
Homestays. However, with reference to KII experts, most Homestays had stopped, or
limited their spendings on maintenance, as an immediate short term cost cutting
strategy, and also due to the lack of resources (human and materialistic) required for

these activities, caused due to the pandemic.

This cutting down of maintenance cost is assumed to be one of the reasons why there
was an unsignificant difference between the profits generated by the Community and
Private Homestays during the year 2021, unlike the years 2020 and 2022. With
reference to the regression analysis conducted, the maintenance cost incurred
significantly impacted the profits generated by the Homestays in the years 2019, 2020
and 2022. Only in the year 2021, it did not significantly impact the profit. From this it
can be assumed that both types of Homestays cut down their maintenance cost in a
similar pattern in the year 2021. Another reason for this insignificance is assumed to be

the extreme fall of revenue generated by the Homestays in the year 2021.
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Though the pandemic has impacted the earnings of the Homestays in the years 2020,
2021 and 2022, since the pandemic was declared in the 3™ month of 2020, some
Homestays had already conducted economic activities in the year 2020. Since the travel
restrictions have been removed for fully vaccinated customers in 2022, Homestays have
started conducting economic activities, making the year 2021 the most effected year in
terms of the revenue generated. However, in terms of the losses made, it was found that
the losses made in 2020 was greater than that of 2021, mainly due to the higher costs
incurred in 2020 compared to 2021.

In terms of the financial aspect of recovery, measures such as renovation of Homestay
premises, require financial funding, which could have been challenging for the
Homestays to manage. One of the financial supports provided, namely the cash
refinancing scheme provided targeting most vulnerable communities was used by the
households to implement this strategy. Nineteen households, all affiliated to
Community Homestay used this scheme in practicing this implementation. The
refinancing was done through Development Bank rather than Commercial Bank. The
households were eligible for this scheme since the businesses were run by women
entrepreneurs, who are considered a vulnerable group require additional financial
support. This provides the women in the country to carry out economic activities with

more financial support.
Apart from this scheme, the other scheme by which the Homestays benefitted from was

extension of loan repayment time. The remaining schemes provided however did not

benefit the Homestay Industry.

175



Community and Private Homestays

Table 8.2

Difference between Community and Private Homestays

Points

Community Homestay

Private Homestays

a. Functions

b. Effect of
COVID-19
pandemic:

The difference

between the profit

generated by the 2

types of
Homestays  were
found significant

in the years 2020
and 2022.

Community Homestay is a
model where more than 5
households come together to
conduct business activities.
Decision and strategies are made
as a group. Rather than this
system being a strict
organizational function, it is
more like a community coming
together to achieve a similar
goal. Since many homes are a
part of one Community
Homestay, a larger number of

customers can be hosted.

More than 50% of the
households bared losses in the
during-pandemic phase. The
number of customers welcomed
by a single home during the
pandemic was lower than the
number of guests welcomed by a

Private Homestay.

Private Homestays are individual
homes that conduct the overall
business activities individually.
Limited number of rooms are
provided to customers. Usually,
solo travelers or small groups are
suitable to stay in a Private
Homestay. Since a smaller
number of guests are hosted and
the overall Homestay activity is

managed by one owner, decision

making is more flexible.

Less than 50% of the Homestays

made losses during the pandemic

phase. Due to the flexible

decision-making ability of the
Homestays, quick cost cutting
measures and creative customer

attracting and managing

measures was taken, making

them more resilient to the

pandemic. However, despite this,
in the year 2021, revenues
dropped to a bare minimum,
the

nullifying significance
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c. Challenges faced

by Homestays:
Some challenges
were more

significant for one
type of Homestay

compared to other

d. Homestays not
taking measures to
recover from the
pandemic:

49 homes did not

take any measures

Decrease in demand for non-

Homestay services effected
Community Homestays more.
was found that the
by

Homestays

Since it
income generated
Community

depended more on non-
Homestay services, decrease in
services

demand for these

affected Community Homestays

more, increasing their
vulnerability.
37 Community Homestays

affiliated homes decided to wait
and watch for the situation to
improve, before taking any
strategies. The uncertain nature
of the industry drove them to
make such decision. This was
possible for them to do since
firstly, these stakeholders did not

have to pay rent or salary,

between the profits generated

between the 2 of

types

Homestays.

The risk of virus spread affected

Private Homestays more

compared to Community
Homestays, since a single home
accommodates a larger number of
guests compared to a single
Community Homestay affiliated
home. Though Community
Homestays as a whole host a
larger number of customers, a
single home involved offers only
1-2 rooms. Due to this, there are a
larger number of guests living
with Private Homestay host
family, increasing the spread of
virus amongst the guests and the
their

hosts, increasing

vulnerability.

7 out of 12 Private Homestays
decided to wait and watch for the
before

The

situation to improve,

taking any strategies.
uncertain nature of the industry
drove them to make such
decision. This was possible for
them to do since firstly, these
stakeholders did not have to pay

rent or salary, making them able
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e. Measures taken
to recover from the
pandemic:
Out of the 28
Homestays taking
measures taken to
recover from the
pandemic 24 were
Community
Homestay
affiliated homes,
and 4  Private

Homestays.

d. Financial

Support taken:

making them able to hold off.
Secondly, these stakeholders did
not completely depend on the
Homestay activities for their
earnings. Only 11
depended 80% to 100% on

homes

Homestay activities for their

economic gain.

11 homes are considering a full
withdrawal from the industry,
since they believe the recovery
of the industry will take a very

long time.

24 homes took measures to
recover from the pandemic. It is
also important to remember that
out of 77 respondents considered
for this research, 65 were from
Community Homestays, causing
this situation. Secondly since
more Community Homestays
suffered from the pandemic as
discussed in the previous point,
it can be assumed that more
Community Homestays needed
measures to recover from the

pandemic, causing this situation.

26 homes took measures to

recover from the pandemic. This

to hold off. Secondly, these
stakeholders did not completely
the
activities for their earnings. Only

1 home depended 80% to 100%

depend on Homestay

on Homestay activities for their
economic gain. Another reason
for this was the risk of virus
spread. Homestays prioritized
their health during this time,
rather than economic gain.

the

1 Homestay considered

withdrawal from the industry.

Only 4 Homestays took measures
to recover from the pandemic.
Most homes decided to wait until
the situation improved to take any
measures. This could have been
possible since lesser number of
homes bared losses during the

pandemic.

Only 1 Homestay was able to

benefit from the financial
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Out of the 27 can again be assumed because support, namely the loan payment

homes takin more Community Homestays time extension scheme.
financial support, bared losses, and required
26 were measures to recover from the
Community and 1 pandemic. In order to take
Private Homestay measures, financial support was

affiliated homes. required, causing this situation.

8.3 Conclusion

This section aims to conclude the study by providing a generic key finding in relation
to the objectives set. It will review the value and contributions thereof of the study,

along with the limitations and the future prospects.

The study aimed to understand the transition of the Homestay Industry of Kathmandu
Valley, Nepal from the pre-pandemic phase, into the pandemic phase, and towards the
path of recovery. The results indicated that the economic flow of the industry dropped
to a great extend during the pandemic, but the stakeholders are expecting to pick up the

pace now, since the lockdowns and the travel restrictions have been lifted.

Further findings showed that during the pandemic, all the Homestays faced challenges,
and more than 60% of the Homestays had concerns about the future of their Homestays.
Despite this, only about 36% of the Homestays took measures to recover from the
pandemic. The most common measure taken was the renovation of the Homestay
premises to promote future business prospects. All of the households taking this
measure took loans from Development Banks rather than Commercial Banks, showing
that the accessibility to Development Bank was more approachable for these
stakeholders. The loan plan taken by them is a part of governmental refinancing scheme

to support marginalized entrepreneurs.
The findings also showed that almost half of the schemes developed by the government

targeted towards the recovery of the Tourism Sector were irrelevant to the Homestay

Industry, as it focused on employees, rather than business owners or the business itself.
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Homestay businesses higher minimal to no employees to conduct business activities,
which made the Homestay Industry more resilient towards the pandemic, as they did
not have to deal with salary payments. This feature of the industry however was not

considered by the government before the development of the schemes.

The reason for the industry not being considered, or only moderately being considered
by the government, and possibly other NGOs and private sector companies could firstly
be due to the size of the industry. This industry is just one of the many, mostly larger
industries within the tourism sector. Secondly, it could be due to the fact that this
industry is fairly a new industry. Due to this, there are minimal to no materials available
regarding the Homestay Industry. This paper provides an insight on the industry. With
the Homestay businesses following a sustainable business model, this insight is even
more valuable not just in domestic context, but also the global context. It is a business
model that can be adopted by people interested in self-employment in the tourism

sector, but do not have the funds to start large businesses.

In addition to that, the industry had suffered immensely due to the pandemic, pushing
the businesses to a standstill situation. The paper shows light on the struggles faced by
the stakeholders within the industry, with the hope that the government considers the
industry while developing future schemes and support.

Nevertheless, due to the limitations of time, budget, travel restrictions due to the
pandemic, and professional research experience, there have been limitations to the
study. Since there was a travel restriction placed during the time of data collection, most
sample collection was done online, limiting the extent of obtaining valuable
information. Due to the uneven number of Private and Community Homestay affiliated
homes contacted for data collection, and due to the limited data collection from Private
Homestays, only non-parametric tests were conducted for this study. Finally, due to the
restriction of mobility, only Kathmandu Valley, an urban area could be taken as

research area.

In short, the effect of the pandemic on the Homestay Industry was destructive, but the
industry is now in a slow but sure path towards recovery. Majority of the businesses

have not taken measures to recover from the pandemic. Only about half of the financial
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support provided for the Tourism Sector are applicable for the Homestay Industry,
showing an ignorance of the government on this industry. In order to improve this
situation, studies and researches on the industry needs to be conducted. With this
intention, this study has been conducted. However, due to the travel restrictions, along
with time and budget constraints, Kathmandu Valley was taken as the study area. For
future studies on the industry, rural study area is recommended since the Homestay

business model was developed to enhance rural tourism growth.

8.3 Recommendations

For further enhancement of the industries, the following recommendations can be
implemented by the Homestay stakeholders.

1) Development of a standardized COVID-19 protocol for the Homestay

Industry is recommended to be done by the Government of Nepal (GoN)

Homestay Industry is an industry with features that are very unique compared
to the other industries within the Tourism Sector. Host family welcome guests
into their personal homes, and the guests live as a family member. Due to this,
there is a very intimate contact between the 2 parties. This makes both the
parties extremely vulnerable to the spread of COVID-19 virus. Hence, to protect
these parties from the spread, it is essential for the government to develop a
standardized COVID-19 protocol targeted especially for the Homestay
Industry. There is a COVID-19 protocol developed for the Community
Homestay by a private sector company, Community Homestay Network.
However, firstly this protocol targets only the Community Homestays, and
secondly, this protocol was developed keeping in mind the Homestays under

the network. Hence, it is not reverent for all the Homestays in the country.

2) It is recommended that the financial support provided by the
government, targeted towards the Tourism Sector should be developed
to benefit the employees, along with the business owners and the
businesses itself of the sector.

Again, the Homestay Industry is unique to the other sectors within the Tourism

Sector, as it is a small scaled industry run by self-employed individuals. Due to
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this, the businesses rarely, to never higher employees. Hence, these businesses
were not able to benefit from the support provided by the government, targeted

towards the employees.

3) With regards to the loan payment time extension scheme, the interest
rates payable is recommended to be absorbed fully or partly by the
government.

The current loan payment time extension scheme allows proprietors to pay the
loans taken prior to the pandemic after an extended period of time, 2 years in
case of Tourism Sector. However, there stakeholders need to pay the
accumulated interest payables after the extended time. For the short term, the
scheme provides support to the proprietors, but in the long term, this scheme
further extends their financial burden. Hence it is recommended for the
government to absorb the interests payable fully, or partly of the pandemic

period.

4) The loan payment time of the loans taken after the declaration of the
pandemic is also recommended to be extended, or absorbed by the
government.

Several Homestays were in need of loans post the declaration of the pandemic.
However, the interest payable added to their financial burden. Hence, the
interest payable is recommended to be absorbed by the government, or extended

to post pandemic phase.

5) Need to initiate awareness program regarding the access to financial
support.
Despite the existence of financial support, it was found that some Homestay
owners were unaware of them, and some were too intimidated by the application
process, marginalizing them from the schemes. Hence, it is recommended for

NTB to conduct awareness program regarding these schemes.

6) Homestay owners are recommended to target domestic market.
Due to the feature of the Homestay Industry, it was found that the ideal

customers for these businesses were international customers. However, through
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the pandemic, it was understood that it is not practical to depend 100% on
international customers. Hence, Homestay businesses are recommended to
create a demand for their services in the domestic market as well. Marketing

strategies and promotional efforts are required for this process.

For further study on the Homestay Industry, it is recommended to consider rural areas
rather than urban areas as study site, since the Homestay model was introduced by the
government to promote rural development. Also, since interesting differences between
the effect of the pandemic on Community verses Private Homestays were found
through the study, further study to deeply understand the difference between the 2 types
of Homestays is recommended to be conducted. In this study, financial support
provided by the government was considered. For further studies, support provided by

the NGOs is recommended to be looked upon.

Analysis of the impact of the COVID-19 pandemic on the Homestay Industry after
WHO declares the end of pandemic is also recommended to be conducted, to analyze
the overall impact of the pandemic. It is suggested to analyze how the situation of the
Homestay businesses have developed in that phase, compared to the 3 phases compared

in this study.
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APPENDICES:

Appendix A: Literature Review

Appendix A.1 Violent Activities witnessed in the Tourism Sector of Nepal due to

Maoist Insurgency in Nepal

Date

Spring 2001

Year 2002

October 2002

March 2003

Year 2004

August 2004

Year 2005

January 2006

Places and nature of incidents

13 February 1996 - Beginning of the Maoist led armed war in Rolpa and Rukum in western Nepal and

of Nepal’s image as a war prone tourist destination.

- Initiation of extortion (forceful tax collection) from Free Independent Travelers
(FITs) by the Maoist cadres at the entrances to every popular trekking route.

- Begnas Lake Resort in Pokhara in September and Gaida Wildlife
Camp in Chitwan National Park in May were bombed with heavy losses. Both
properties were closed for more than a year.

- Bombing at the visitor centre of Annapurna Conservation Area Project (ACAP)
at Ghandruk (a popular tourist village famous for the indigenous Gurung culture) of
which the king was the chief patron

- Armed attack on Lukla airport, main gateway to the Everest region in castern Nepal,
resulting in a temporary suspension of flights. The aim was to weaken the government
and its source of income from the busiest tourist airport in castern Nepal.

- A series of bombs exploded outside the compound of Soaltee Crown Plaza in
Kathmandu, Gorkha Hill Resort in Gorkha, and Fishtail Lodge in Pokhara.

- Forceful shutdown of 12 big multinational and hotel companies mostly owned by the
Ranas and Shahs including Fishtail lodge in Pokhara, Hotel Sherpa, Mall, and Soaltee
Crown Plaza in Kathmandu, and Tiger Tops Jungle Lodge in Chitwan.

- Cross fire between Maoist rebels and government-led security forces at
Lakeside, a tourist hub in Pokhara in western Nepal.

- Start of non-cooperation movement by the Maoist-affiliated labor and trader unions
of Hotel Yak and Yeti, a five star hotel in Kathmandu. The unmet demands for fair
wages, permanent status of temporary employees, and other conditions resulted in
closure for nearly eight months.

September 2006 -Restarting of the collection of enforced donations from tourists by the Maoists from
entry points in Annapurna Conservation Area.

major

(Upadhayaya, et.al, 2011, pg.27)
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Appendix A.2: Change caused by this Maoist Insurgency in the tourism industry

Year Number of % Average % Revenue % Change
internation Change length of Change generated from previous
al tourist from stay from from tourism year
arrivals previous previous  (in US$

year year million)

1995 363,395 11.27 116.8

1996 393,613 83 13.50 1.98 116.6 -1.71

1997 421,857 7.2 10.49 -2.23 1159 - 6.00

1998 463,684 9.9 10.76 2.57 152.5 31.58

1999 491,504 6.0 12.28 1.41 168.1 10.23

| 2000 463,646 -5.7 11.88 -3.26 166.8 -1.73

2001 361,237 -22.1 11.93 4.20 140.3 -1.59

2002 275,468 -23.7 7.92 -3.36 106.8 -2.39

I 2003 338,132 22.7 9.60 2.12 192.8 8.0

2004 385,297 13.9 13.51 4.07 179.9 -6.7

2005 375,398 -2.6 -9.09 -3.27 148.4 -1.7

2006 383,926 23 10.20 -1.22 162.8 9.7

2007 526,705 373 11.96 1.72 230.6 -4.2

2008 500,277 -5.0 11.78 -0.02 351.9 52.60

2009 509,956 1.89 11.32 -3.90 372.30 5.48

(Upadhayaya, et.al, 2011, pg.28 and 29)
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Appendix A.3: Loss and damage caused by the earthquake on the cultural and heritage

sites

Subsector Disaster effects (NPR Million)
Damage Loss Total
Heritage site in 16 districts 7875 1409 9284
Monasteries and historic 8135 813 8948
structures
Temple in remote areas 900 90 990
Total: 16910 2312 19222

(Rijal, 2016, p.g. 8)

Appendix A.4: 7 days average of daily COVID-19 positive cases in the 1st nationwide

lockdown of Nepal.
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Appendix A.5: Active cases, recovery and total COVID-19 cases during the 1st Lockdown
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(Sharma, et.al, 2021, pg. 3)

Appendix A.6: Number of Active COVID-19 Positive cases in Nepa from February 15,

2022 to April 8, 2021
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Appendix A.7: Registered Homestays in Nepal from 2017 to 2019

2017 2018 2019
District Type A:I‘I,la:f ed No.of | No.of Afhl:l‘l,l;:: d No.of | No.of A:‘i‘l’i'a::d No.of | No.of

House Room Bed House Room Bed House Room Bed
Community 63 99 214 63 99 176 84 110 188
Kathmandu Private 49 150 206 49 146 238 49 150 206
Total 112 249 420 112 245 414 133 260 394

Community 13 14 28 13 14 28

Bhaktapur Private 4 11 20 4 11 20
Total 17 25 48 17 25 48
Community 49 83 107 61 95 119 61 95 119

Kavre Private 5 16 30 5 9 14 5 9 14
Total 54 99 137 66 104 133 66 104 133

Community 12 24 47 15 28 51 15 28 51

Lalitpur Private 6 15 30 6 15 30 6 15 30
Total 18 39 77 21 43 81 21 43 81

Community 5 5 10 5 5 10 5 5 10

Mugu Private 0 0 0 0 0 0 0 0
Total 10 5 5 10 10

Community 25 33 66 25 33 66 40 48 96

Nuwakot Private 0 0 0 0 0 0 0 0 0
Total 25 33 66 25 33 66 40 48 96
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2017 2018 2019
District Type A:Iﬁ;';:: a| Ne of | No.of A:IH‘I,I.a:: al No- of | No.of Af':I‘I,i-a::d No.of | No.of
House Room Bed House Room Bed House Room Bed
Community 29 54 96 29 54 96 29 54 96
Ramechhap |Private 2 11 20 1 3 6 1 3 6
Total 31 65 116 30 57 102 30 57 102
Community 14 28 0 0 0 29 36 72
Chitwan Private 4 6 9 18 34 9 18 34
Total 18 34 9 18 34 38 54 106
Community 0 0 0 0 0
Kaski Private 2 16 2 8 16
Total 2 16 2 8 16
Community 7 16 30 7 16 30 7 16 30
Makwanpur |Private 0 0 0 1 3 6 1 3 6
Total 7 16 30 8 19 36 8 19 36
Community 5 9 18 9 15 18 9 15 18
Dhading Private 1 4 6 1 4 6 1 4 6
Total 6 13 24 10 19 24 10 19 24
Community 13 13 18
Udaypur Private 0 0 0
Total 13 13 18
Community 7 12
Saptari Private 0 0 0
Total 7 7 12
2017 2018 2019
No. of No. of No. of
District VP | Affiliated ::o:: ":;:f Affiliated ::o:: ":;:f Affiliated ::o;f ":;:f
House House House
Community
Rasuwa Private 1 4 4
Total 1 4 4
Community 16 17 34 18 17 34 18 17 34
Pyuthan Private 0 0 0 0 0 0 0 0 0
Total 16 17 34 18 17 34 18 17 34
Total Community 218 354 650 245 376 628 310 438 742
Private 65 200 298 79 221 378 79 225 346
Total 283 554 948 324 597 1006 389 663 1088

Nepal Tourism Statistics 2019

(GoN, 2020, p.g. 99, 100, 101)
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Appendix A.8: Socio-Economic Impact of Homestay

Responses Total
S.N. Yes No

No % No % No %
1 |Health 19 100 0 0 19 100
2 |Education 18 94.74 1 526 | 19 100
3 | Occupation 19 0 0 0 19 100
4 |Wealth 19 100 0 0 19 100
5 |Income Level 18 | 94.74 1 526 | 19 100
6 |Quality of Life 19 100 0 0 19 100
7 |Woman Empowerment 19 100 0 0 19 100
8 |Social Bonding 19 100 0 0 19 100
9 |Trade 19 100 0 0 19 100
10 |Environment 19 100 0 0 19 100
11 |Infrastructure 19 100 0 0 19 100
12 |Public Awareness 19 100 0 0 19 100

(Bhandari, et. al, 2022, p.g. 43)
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Appendix A.9: Notices sample presented in Homestay Working Procedure, 2067 Act

FIIA 9
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(GoN, 2010, p.g. 4)
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(GoN, 2010, p.g. 5)
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(T %37 gearad)
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QAT FURT WETITEr
JHIOTT HE

qEEmUEy
FISATIEY, AYTH
fafd

B9 ® g9reE gHOTS

......................................................... ArE B W FuE Frataty, 088 A FEwEr WY FTER
arEtas / fafa dmeear Towr Z@t o FdERS WA g g7 aiea g |
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3. WY Ha:

(GoN, 2010, p.g. 6)

HOME STAY OPERATION CERTIFICATE

......................................................................... home stay is registered/renewed
as a community / private home stay under home stay operation procedures 2067
B.S.

Name of the owner:
Address of the owner :
Valid up to ..ccccovecevviiennee.

ol

Section Officer

o TEAWGT FAAHT TH=Y T TAZFEoAE AWATHH HawqT THIA B |

o TET TS AT fraiiea e F@r g9 fa 539

o WY FEITF AEEGF aATAEEE W T GAF RAFATIEE T WIS g2 | 4T
WWWYWWW@WW%u

o  TEAWTA FAIAET TG T §AF FY FiaaqT TRrsd TG |

o TATATI FATAGHT G T TAF ¥ Faacd qwre TG

o T EIVIGT GAF LY TUAT FAG TS TS |

(GoN, 2010, p.g. 6)
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¥
(THT 9(3)(S) | Frarua)
Code of Conduct for the Visitors

The home stay visitors are expected to abide the following points:

1. Do not pressure the owner for food, beverage and facilities not available
at home stay.

2. Do not disturb people at home or outside.
3. Do not offer anything to the people beyond one's capacity.

4. Beware of doing any behavior (such as sexual activities), which is
impermissible to the local socio-cultural values.

5. Respect to the rites and rituals of the local people. Wear such clothes that
are permissible to the community.

6. Do not impress the owner or use or other people for doing immoral or
illegal activities. Respect to the household routine for entrance and exit.

7. Supply and use of narcotics or any forms of psychotropic drugs at home
or outside is strictly prohibited.

9o

Respect to the bio-diversity and ecology of the environment.

(GoN, 2010, p.g. 7)
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Appendix B: Questionnaire Survey

This research has been undertaken as a part of the Master’s Thesis Study under Asian
Institute of Technology, Thailand. All information collected from this survey will be

used for research purposes only.

General questions:

1. Respondent Number:
2. Type:
o Community Homestay
o Private Homestay
3. Gender:
o Male
o Female
o Other
4. What percentage of your total income is dependent on the Homestay business?
o 80% to 100%
o 60% to 80%
o 40% to 60%
o 20% to 40%
o Below 20%
5. Location:
o District:
o Municipality:
o Street:

Questions regarding effect of COVID-19 pandemic:

6. Number of rooms available for guests:
o 0
o 1to2
o 3to4
o 5 or more
7. Average room rates per year:
o 2019:
o 2020:
o 2021:
o 2022:
8. Details of the employees:
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Years | Full Time Employees | Part Time Employees | Family Employees
% Of total | Avg. % Of total | Avg. % Of total | Avg. Salary
employees | Salary employees | Salary employees | or
compensati
on given
2019
2020
2021
2022

9. Non-Homestay activities provided?

o Yes
o No

10. If yes, which activities are provided?

11. How was the overall performance of your business in the year 2019?

o Very Good

o Good

o Satisfactory

o Below Average
o Poor

12. How was the overall performance of your business in the year 2020?

o Very Good

o Good

o Satisfactory

o Below Average
o Poor

13. How was the overall performance of your business in the year 2021?

o Very Good

o Good

o Satisfactory

o Below Average
o Poor

14. How do you think your business will perform in the year 2022?

o Very Good
o Good
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o Satisfactory
o Below Average
o Poor
15. Details regarding foreign and national guests:

Years | Foreign Guests Nepali Guests

Percentage | Fee per |Length | Percentage |Fee  per [ Length

night per | of stay night per | of stay
person person

2019

2020

2021

2022

16. Have you taken any financial assistance from BFIS?
o Yes
o No
17. If yes, which year was the assistance taken in?
o Before 2019
o 2019
o 2020
o 2021
o 2022
18. If yes, in what percent interest rate are you paying?
o 0%
o 1%to 5%
o 6%to 10%
o 10% to 15%
19. How much income was generated from the Homestay business in the year:
o 2019
o 2020
o 2021
o 2022
20. How much expense was generated from the Homestay business in the years:
o 2019
o 2020
o 2021
o 2022
21. How much profit was generated from the Homestay business in the years:
o 2019
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22.

23.

24.

25.

26.

o 2020
o 2021
o 2022

Questions regarding measures used for recovery:

What challenges were faced during the pandemic period?
o Low demand for Homestay Services

Low demand for non-homestay services

Payment to employees

Rent payment

Maintenance cost

Loan and interest payment

COVID-19 transmission

Others:

- Please mention:

© O O 0O O O ©O

What concerns do you have for the post pandemic phase?
o No concerns

Customers unwilling to pay for Tourism Services

Customers unwilling to pay for Homestay Services

Risk of other disasters, pandemic, epidemic, etc.

Others:

- Please mention

o O O O

Did your Homestay take any measures to recover from the pandemic?
o Yes
o No
- Please explain why not.
If yes, what strategy did you use.

Questions regarding financial support provided:

Did you use any of the following governmental support provided?
a) Relief funds provided with an interest rate of 5%
o Yes
o No
b) Payment of salaries using the social welfare fund
o Yes
o No
¢) Took financial support from Commercial Banks
o Yes
o No
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- Ifyes, how did you use it?

d) Took financial support from Development Bank or Financial Institute
o Yes
o No
- Ifyes, how did you use it?

e) Extended loan payment time
o Yes
o No
f) Took loan for self-employment
o Yes
o No
- Ifyes, how did you use it?
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Appen

dix C: KII interview questions:

This in-depth interview guide was used for interviews with the selected Homestay

Representatives from the Homestay Industry.

Part 1:
1.

o N kWD

Part 2:
11.

12.

13.

14.

15.

16.

17.

How do you describe the Homestay Industry of Nepal?

Why did you decide to enter this industry?

Please explain in brief how the COVID-19 pandemic affected your Homestay?
What were the major challenges faced during the years 20207

What were the major challenges faced during the years 20217

How were the challenges different in the 2 years (2020 and 2021)?

Has the situation improved starting from 2022? How?

What are the major challenges that you still are facing?

What challenges in your opinion will be faced by the industry in the future, post

pandemic?

. How long will it take for the industry to return to its state before the pandemic?

What strategies have you used since the beginning of the pandemic to survive
through it?

Have the strategies used changed since the beginning of the pandemic to now?
If yes, how and why did you decide to change the strategy?

How effective do you think your strategy is?

How do you think this strategy of yours affects the financial performance of
your Homestay? Please explain in terms of Revenue generated and Expenses
bared.

What kind of support from the government can be provided in order to better
implement your strategy? Have these supports been provided to you? If yes, was
the support effective?

Now that the situation of the country is improving, would you like to adopt a
new strategy?

If yes, what kind of strategy? Please explain.
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18.

19.

20.
21.

22.
23.

Part 3:

24.

25.

26.

27.

28.

29.

30.

31

What kind of governmental support do you think should be provided to the
industry in order to develop effective strategies to recover from the damage
caused by the pandemic, and move towards the future?

Would you like to share any story regarding how the governmental support
provided to the industry was useful to you in the past?

Please explain the system of providing non-homestay services.

Please explain the mix of domestic and international guests welcomes by your
Homestay.

Please explain the employee hiring and managing system of your Homestay.
Compared to other industry, where do you think the Homestay Industry stood,

in terms of the negative effects brought by the pandemic.

Are you aware of the financial support provided by the government, targeted
towards the Tourism Sector, to support the recovery from pandemic? If not, let
me explain.

Have you used any of the support and funds provided?

If yes, has the economic condition of your Homestays improved after the use of
the funds and support? To what extent? Please explain in detail.

If not, would you like to use them in the near future, if you are not using them
yet?

In your opinion, do you think the funds and support provided are useful to you?
If yes, please explain how and if no, please explain why not?

In your opinion, how can these funds and support already provided be
improved?

What kind of support do you think (apart from the once already provided) needs
to be provided by the government and how does it differ from the currently

provided funds and support?

. Please comment on the distribution channel of the support provided.
32.
33.

What do you think of the role of BFIS in this process?
What challenges do you think the Homestay stakeholders are facing, when it
come to the accessing of the support provided? How do you think it can be

improved?
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Appendix D: KII for Experts of the Homestay Industry:

This in-depth interview guide was used for interviews with the selected Experts of the

Homestay Industry.
Part 1:

1) How do you describe the Homestay Industry of Nepal?

2) How does your organization support this industry?

3) Please explain in brief how the COVID-19 pandemic affected the Homestay
Industry?

4) Please explain in brief how the COVID-19 pandemic affected your
organization?

5) Has your organization taken any steps to support the Homestay Industry during
this time?

6) What kind of changes have you witnessed in the current phase of the pandemic
compared to 2019, 2020 and 2021? How long do you think it will take for the
industry to return to the state before the pandemic?

7) What kind of steps can be taken by the Homestays, your organization and the
Nepal Government for the recovery of the Homestay Industry?

8) Please comment on the features that differentiate Community and Private
Homestays. Do you think this features effect the resilience of these types of
Homestays towards catastrophes like the COVID-19 pandemic?

Part 2:

9) Are you aware of the strategies used by the Homestays in order to recover from
the damage caused by the pandemic?

10) If yes, please provide your opinion towards the strategies used. How effective
do you think these strategies are? What do you think can be done in order to
make the strategies more effective?

11) Is your organization doing anything to support these strategies?

12) If no, why not?

13) Do you think your organization is in the position to support the industry in any
way?

14)

Part 3:

220



15) Are you aware of the financial support provided by the government, targeted
towards the Tourism Sector, to support the recovery from pandemic? If not, let
me explain.

16) What are your opinions about them?

17) How effective do you think they are?

18) What are the lacking factors in them?

19) How can these policies be improved and/or further enhanced?

20) Please suggest funds and support that can be provided to the Homestays for their
recovery in the current phase, and in the post pandemic phase.

21)Do you think the financial borrowing pattern of the Homestay Industry has

changed post declaration of the pandemic? If yea, how and why?
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Appendix E: KII for bank stakeholders (Commercial and National Bank):

This in-depth interview guide was used for interviews with the selected Bank (National

and Commercial) Representatives.

Part 1

1. Whatis the role of Nepal Rastra Bank (NRB) in the economic stability of Nepal?
How have these roles developed over the years?

2. What are the major areas that were considered by the NRB while developing
the financial support provided

3. How much priority was given to the Tourism Sector by the government while
finalizing budget for financial support provided post the declaration of the
pandemic?

4. How much priority was given to the Homestay Industry by the government
while finalizing budget for financial support provided to the Tourism Sector?

Part 2

5. Do you think these supports are effective to address the issues faced by the
Homestay Industry caused by the pandemic?

6. How do you think these supports are effective for the Homestay Industry
particularly compared to other sub-sections of the industry? Please explain.

7. Is there any other support, apart from the support that are targeted towards the
Tourism Sector that could be used by the Homestay Industry? If yes, what are
they?

Part 3

8. How do you think the reach of the support to the targeted stakeholders are?

9. Do you think this reach is bias or discriminating in anyway? Please explain.

10. Do you think the developed support are reaching the stakeholders of the
Homestay Industry in particular?

11. Has your organization done anything to strengthen this reach?
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Appendix F: COVID-19 Prevention Guidelines developed by the Community

Homestay Network:

General Guidelines While Participating in Community Tours:

You can help reduce the risk of COVID for yourself, your travel partners and
communities by following these basic COVID prevention steps.
1. Listen to and follow advice and regulations issued by the Government of

Nepal.

ATl TXHREHRT STRT IRITRT FAFH I FleTalehly TTelall TT8rg |

2. Always wear a mask, unless you are with people from your family.

AT EhT AT STgeh HEHAT ST HEeheh! IATarag JAT QG |2

3. Avoid touching your mouth, eyes and nose.

ST AT, =Teh T HYG AT |
) ) ) ~

4. Wash your hands thoroughly with soap and water, or sanitise your hands with

at least 70% alcohol sanitizer, several times a day.

BIcTollS HTels] UTall 37T bo TAARIT Hohlgel HUR! TIICISoR I

TR 15T

5. Cover your mouth and nose with bent elbow or tissue when coughing or

sneezing. Always wash your hands afterwards.

QrereT T §Te0y IEr TATS YT %A el AY BISTEg | Jal

IRGAS cleehlel BTl €] B |2
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6. Maintain at least a 6 feet distance from other people, unless you are from the

same family.

3T BT A STgeh TG hociTHT Telo € Bheahl el HIIH eI

~

7. Avoid close contact, such as handshakes or hugs.

FHUHT 3T Tl gloat T Td AASA AT 15T

8. Do not give or receive gifts, share food, drinks or personal objects, such as

cameras, water bottles etc.

3YER Helol T G&ol AITRIF [T FTY AT STl FTATT FAGT

HHCR 3ULNT AIAGGT |2

~

9. Always carry your own mask, hand sanitizers and water bottles.

SIFFAIN HIER, elelcloR I Ulelien! Slclel siereteryg |

10. Dispose of personal waste safely (tissues, masks, water bottles), in closed

bins.

WW(GC&% ,HTESR 3Teq) HTﬁﬁT;r FIHT TATATIA IRT 9Ty

o, T ITTRCTER T AMSSgoel 3P AR BI3ellS AT IR HE AT AR

~

11. In case of symptoms (fever, cough, loss of smell and taste): quarantine

yourself immediately and ask to contact the closest health center/doctor.
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Teg WeTehT TI0T (WehT oflas] | el 3T3+] , FTG T oG SFATST ST HeF] ) AT

FINFCAAT TRARIY T AcehTol TaFoTeheh! TATEY HEATH TRTHIT HATEIY

~

COVID Safety Recommendation for Local Community Managers:
Ensure that all host and local guides understand and have practised how to deliver their

services safely: with sufficient social distancing, masks and hygiene practices in place.

T BIEC T TUENY IMSSEE HAY AAEE FIEI]  FIAT T3 Hell Aol

HTHTFSR Gy, ARS T EXADIS 3ol Tacoodl A1 IFFATH IRFAT Sef <X

5O o¥eed P Fefolidrdd  IQIgT ¢ |

) ~

2. Ensure that the community surrounding is kept clean with proper disposal

bins installed in various areas.

TR HHACTY THT TLWUH! T qaH A [30TAT S STl SFECTTh! STTTT

IRITRT AT T TG |2

3. Distribute the checklist of important things to be done to all hosts and local
guides and ensure that they follow the checklist, to clean and disinfect the area,

surface and items used by the guest, before and after receiving the guest.

T IECE® ¥ TR IMESEHRATS AGTIIURY HIAGT el [0 Heleceh! aacv]

AT T Sollg®el FO0T HWT T HIT0T & 1Y, AU TANT IR

o]
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309, AAE T JMSCHEE AT TN 1] I3TE T GoAS ot Holee 311810

AAH AT TRHT Bl e Bl ol AT lFad TG gT |2

<

4. Only accept tourists who have booked in advance. Minimum advance

booking of 24 hours or more is advised.

I IhF ST IR TICT Fgdolls AT TAPR ITEIGT |« Y TUCT aT HIsTear

TR AT IAA THE I AT olle] Hoollg cegeo |

5. Register each visitors' name and nationality including the information on
their travel history & medical condition when they arrive. Also note the name

of any accompanying tour guides or taxi drivers.

Jcdeh HWlecehenly oA T JThT,3eigwenl AR Soidard I TAhercdr

IAEUTIR STADRT AAGE IFMBANEG o SAT A gD o ATy AAgER!

IYAT FolUolel €I IMSSEE dT SATHAT FISHEGE Tl el ATH T Bled FeR e

AT o

o]

6. Keep guest information and contact details for a minimum of 3 weeks after

their visit.

3ATEERD HHUT TAS shaeddT 3 FCdTh! AT IATUY SATAPRT T FIhT gaaiv]

WA o

S

7. Setup a quarantine facility away from the crowded areas in the community
to isolate tourists or accompanying tour guides in case they show symptoms of

COVID. Seating and shade should be prepared in the quarantine area.
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Iec YU HE® al THHPT AU T IMSs covio I [AUEE SWITRT TesAT

f0aaTe erer 3ugerd 307 Qe3d a=giga | ST T Heel 370097 quarantine area

I SIAEATT  IAICTS |5T

8. Be prepared for emergencies: Keep a list of important contacts, such as the
nearest hospital, emergency service and corresponding tour operator. Follow

emergency guidelines provided by local authorities.

IdRTHAT FEAATRIATII dIRGARIH HGcAIUTY JFThHTgeehl  SIEd

S

T oTehehl IETCTC, HTcThTele AT T FFeatic T IR Feon! & IRAEY |

YA HYURRIEE SaRT Tl HTTTRTellel CarleTalc g el ITaIgd |«

COVID Safety Recommendation for Homestay:
Allocate a room for the guest which is isolated from other household member’s rooms
or not frequented by other members of the family. Keep the room well ventilated

allowing free air circulation.

qIgeAThT T HIST FEAT3EAT 3o ERAT HEETIh! FISEIC el

TRAGIY & 31 TRRART HEEIGEEART he HTciolld el IRTe IS
DCABAGY | ISTelTS gIATAT fioe] IRY gaTeh! HehTolHeTHEE]
BECHIES | |3

9

2. Host 1 guest per room unless they are from the same family.

STEHFH Teh QAR EATES g“am U3eT HIdT Teh qlgdmué CIEECT L)
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3. Maintain social distancing and wear a mask while welcoming and

interacting with the guest.

qlgdldlé TN T 3BT ST ATHTFTh &< HTIH IRFY T AR

TM3A g |

S

4. The guest rooms, common areas and areas surrounding the house should
be cleaned frequently. Special attention to sanitize the rooms and in room linens

(bed sheets, towels, etc.). Wear proper protective equipment while cleaning.

ITTYY FIST, AST 307 T 8 aRRHA! fE0TgE TREGR AHT IS |

FIST T PISTRT FHUST (3ITTRT dodT, AIHAT, HEG, ) TS T AT Iy

e GeoTe g |2 TS e 3TAT ART  STRIOT eem3eTery |

5. Place a closed lid Dustbin in the guest room for the guest to dispose of

used masks and tissues.

g HISTHT SECTTA IHATAIT IRAGY H@WWWWT

CCUIEE: e IR TepT |

6. In case of any emergency contact with the community manager for guest

evacuation.

3TIdeRTellel TATATAT 37T AcTehTdTeh! ITI3T qHCTY o tIhd T FIhd

TASHT |

S

COVID Safety Recommendation for preparing and serving food and drink in
Homestay:
1. Community members involved in preparing and serving food to

the guest should wear masks.
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AEATCNS WA TR 31T 3T HaAT I} FHAGTADT FETAGEe! HIED TAIN3e7]

2. The community members must wash hands frequently with soap

and water.

FHCTAHT:; FETTEE HIee] leilel SRESR ETc HISige] IeIo |

3. If possible setup an open space dining area for guests e.g. terrace,
patio, garden, etc. If not, the indoor dining space should be set up to host

a maximum of 4 people in a 10 square metre area.

WWMEWWWWWWQFWW

 3CTEIUTERT oITUAT &, 3191, 30T, 31eE | Tee BISeT He, SeTe

ST TAH fo JIF HA fOITHAT IUURAH ¥ SFell Ugedl IH TR
HAAGT3AGY |

9

4. Physical distance of minimum 6 feet should be maintained in
the dining area between each tourist, (unless they are sitting and eating

with members of the same household).

FHFFAHT & BHChl AR G TcAh ST shebl STGHT, HISTel FEOTAT

FAATHAICAG |, (STTHFH AdAEE T TR JETTgHI T g8 Wt

@FIT-I')I

5. Offer only individual servings, no buffets.

AHCES 1ot (TP ) AIRISACNY |

COMMUNITY
HOMESTAY.COM

LIVE WITH LOCALS



6. Provide a hand washing area for guest before and after meal

QAT Wlef Heel Jegel I ToTo qTgeTTenl ATYaT &1 e {307 gereT

IAGTHT |

S

7. After eating, disinfect everything which guests might have touched,

using soap and water.

GISHHTAS, HATTUGE BITHI 33 T HHATA IS HIelo] T Tlaiehl FATIT IRY
HICTOTRMEN] T8I |

COVID Safety Recommendation for Community Tour Guides
1. Check and ensure that any tools, equipment, gears and
location which will be used during the guided tour and activity are
cleaned before and after each trip, with soap and water or suitable

cleaning product.

HHUTAT el T gl S IURIOT I HATAAS TN gl 3T T Tl

THTHET HTee] el 32T IO A 96 g

2. Give tourists a warm welcome and brief them on the
program. Explain safety measures taken by the community, including

any guidelines or do’s and don'ts for tourists.

UICT HgEolls w Ol TN Gealgly WY BRI HE SR

INT3AEY  THCI HAAUHI ORI IUIEER AT ARG

T g hghel AT gﬁtdga 4T YoTo] qdlsds‘lg =]

3. Work with tour operator guides or drivers or community

members to divide large numbers of tourists into small groups to ensure
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social distancing. Recommended group size is maximum of 5 people per

travel group.

e 3T, M3, FISIN a1 FHGR  HEEIHI HHCN Qoll HEAThI TIC

FEwATs A HAGHT JIATST I HATFTh &Iy, Helol (e

AT | USSTHHGHT, G STelT aT AT Heal vl HFH IRT HABRI

S

IS |

4. While leading the tour, be observant, and remind tourists
and local community members to maintain social distancing (e.g. not

take selfies with local people).

HHUTRT sicicd I1ETT I hg® { FUGT HHAGTIRT IS

HIHATF ST el A IRT GES3B ¢ ( SCIGROTT oIYeT AT
SAFFAGEH T ol AHeTRg )l
5. Make sure that tourists and local community members do

not take food or drink from shared containers / plates.

AAFIT TAGGT  Beh TICT o T TUTAY FHGIHRI  HeTgg&el ATSHT
Tole T AIdog®aTe Wiet T a3t Iceded < |

Do’s and Don'ts for Travellers Do’s: 1. Wear a mask,

unless you are with people from your family.

Pl GRARFT ATATGEHIT gk ™I ST ATIIT AR

CEIECTE: SS]

o]

2. Carry your own mask, hand sanitizers and water bottles.

SIFFAIN HIEh, BeAocIoR I Uletiehl STl SieFeTery |
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3. Use hand sanitizers before, during and after activities or touching any

surfaces.

?0‘1‘ IeTel TG T HIHTA BIT TAS HeloT TR TN I 2|

4. Dispose of personal waste safely such as tissues, masks, water bottles in

closed bins.

SHFFAITT BIGIITS (STt G2, AR T UTeiehT SlcTel ) SECAITHT TWW HGE

ICPSII S d|o15‘|<:|:u =1

5. Interact with community members and host by maintaining at least a 6 feet

distance.

HFFIHT & HHT ol TATIR GHGIH; FEEAEE Y BIECHIT IoedhIAT

TTRGT |2

6. Follow the guidelines of your tour guide.

TATSehT ST GGV HIITALAACRISTRT UTelel ITErgT 2|

7. If you experience symptoms (fever, cough, loss of smell and taste) stay calm,

remain isolated and inform your tour guide or host. They will help you.

Tee; TS fIue® (Salt, T, I I EG1E Pl glefed ) T 3G TAET 475

HA AHATAGHY  , IR AT @oAgy T dAUlSehl  aMgs  ar

gIEcaTs | TG AR AdHTTS Hegd Ao |

Don'ts: 1. Touch your

eyes and mouth.
AT 37TEr T A
Sol |
9
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2. Shake hands and share hugs with people in the community

THCIIHAT;  HFFAGEHHIT T HHATSo T TSI o A

o]

3. Throw used masks and tissues in open areas J19T IRI TSI

HAIES T Geadg® el TEOTgEAT Blod |

el

4. Share personal belongings like water bottles, cameras and

foods with others 3TEHT UTeiTehl ATcTel, FATHT T TIET IGITET &

STETT SeFardaTd foIoTg® Areie, Ry 3T |

5. Touch items in shops unless you plan to buy it.

hehoel ANSTeAT T3S TRl HTHTTEE STUTHTT T |

COVID Safety Recommendation for Local

artisans and performers: 1. Workshops and

classes must be organized in open space shIZd

[

HE® Wl SISAT FefoTeled gavede |

2. An appropriate area should be prepared, with sufficient shade and shelter from rain
or heat. If any equipment is to be used by tourists during the workshop or class, it must

be cleaned thoroughly with soap and water, disinfectant or alcohol before each group.

TITIC BIAT HUHT, T T ATISTE HTHThT SaET HUR TIT U]

i3 TR 91T & | Jeq 3w‘-‘| 3UhIUT GhIeT dT fohrepl AT 9ged

hgEel TIIET T OFT e, TIHATS HIe] T Tlell AT HIeToTAerche]

q‘&ﬁwg?oramr 379MEE T JAET AT S I TAICITT |

COMMUNITY
HOMESTAY.COM

LIVE WITH LOCALS



3. Artisans must not have physical contact with visitors during craft demonstrations or

hands-on experiences

HLACTRRE T AT YEITeT dT FEdhell HAHTHT \mﬂ'gﬁmﬁga

HleTdeh &I SHIH IRT SIS |

4. During arts performances, there must be sufficient social distancing between

performers and tourists, and between groups of tourists &ell YGATT Pl THIHT,

YEATdT HdlT T 9IET Hg® dT 9ICT hghahl Ha-lg;\aﬁ‘f-::\:- JIRICT ATHTEF oI e

[N

g1Y &S |

5. A good photo spot should be arranged in advance, so that visitors and community

members can take an attractive socially distanced photo.

T3 TH Bl HAd T YA TIAT YIFEId IR I8, dTheh

3Tedeh T HCTAHT;  HETAGE ATHATFTh ST FIIHeA TN JThYHY

It Felel Hehed |
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