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DEVELOPMENT COORDINATION 
 
A. Major Development Partners: Strategic Foci and Key Activities  
 
1. ADB is currently the largest development partner Nepal in public sector management 
and is a key member of several donor coordination groups: (i) public financial management 
(PFM), (ii) governance; and (iii) transition and federalism. These groups meet regularly to share 
experiences and coordinate each other’s work. With respect to PFM and the design of 
Strengthening Public Management Program, ADB consulted closely with the United Kingdom’s 
Department for International Development (DFID) and the PFM donor group, which is co-
chaired by the European Union and the World Bank. On governance, ADB works closely with 
the United Nations Development Program, the Danish International Development Agency, 
Canada International Development Agency, Embassy of Norway, DFID, and the Swiss Agency 
for Development and Cooperation. Aligned with the objectives and priorities of the government’s 
Tenth Plan (FY2003-FY2008), which was also its poverty reduction strategy, and the Three-
Year Interim Plan (FY2008–FY2010), development partners’ assistance programs in public 
sector management have been focused on policy and institutional reforms and capacity building 
to improve service delivery. Regular meetings of the various donor groups are supplemented by 
project-specific coordination meetings, such those among the development partners supporting 
the government’s Local Governance and Community Development Program (LGCDP).  

2. Other examples of donor coordination include: (i) undertakings by ADB, World Bank and 
DFID of a joint risk assessment of procurement, financial management, and quality monitoring 
and evaluation in three sectors (education, health and rural roads); (ii) a public expenditure and 
financial accountability (PEFA) assessment conducted by the government, World Bank and 
other development partners in 2007; and (iii) a public expenditure tracking survey of LGCDP 
undertaken in 2011.  

Table 1: Major Development Partners Active in Public Sector Management 
  

Development Partner   Project Name Duration 
Amount 
($ million) 

ADB Governance Support Program  2008-2012 106.3 

 
DFID, CIDA, Embassy of 
Denmark, 
Embassy of Norway and SDC 
(Pool funds) 
Supported by UN agencies and 
GIZ 

 
Local Governance and Community 
Development Program  

 
2008-2013 
 
 
 

 
4.3 
 
 

Multi Donor Trust Fund:   
AusAid, Denmark, DFID and 
Norway 
 
Multi Donor Trust Fund: AusAid, 
Denmark, DFID and Norway 

Strengthening PFM Systems 
 
 
Strengthening the Office of the Auditor 
General Project 

2011-2015 
 
 
2012-2015 
 

2.3 
 
 

1.5 

 
Multi Donor Trust Fund: AusAid, 
Denmark, DFID and Norway 

 
Strengthening Demand Side PFM Capacity 

 
2012-2015 

 
 

GIZ Sub-national Governance Program 2011- 2014  
Source: Asian Development Bank 
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B. Institutional Arrangements and Processes for Development Coordination  
 
3. Donor coordination mechanism is well established in Nepal. Several sector and thematic 
subgroups and working groups operate under the auspices of the Nepal Donor Group and many 
are co-chaired by the government. These groups meet regularly to exchange experiences, 
review best practices, and coordinate ongoing and future programs. The Governance Group 
meets once a month to discuss pertinent governance issues, coordinate assistance programs 
and projects, and share lessons learned. The Public Financial Management Group meets every 
2 months (para. 1). The development partners gather first and then meet with the government’s 
PEFA Secretariat. The group conducts policy dialogue with the government around key reform 
issues, such as frequent staff turnover and continuing vacancies in leadership positions of 
accountability agencies. It also provides guidance to the PEFA Secretariat on planning, 
prioritizing, and coordinating programs and projects. The Transition and Federalism Group also 
meets regularly to discuss and plan policy directions, reforms, capacity development needs, and 
strengthening of institutions in the expected move from a unitary to a federal political structure in 
Nepal. As an active member of all these groups, ADB has been participating in the meetings 
regularly to share lessons as well as to gain better understanding of the activities of other 
development partners for synergy and coordination. 

C. Achievements and Issues  
 
4. The effectiveness of Nepal’s PFM systems has contributed to three major achievements. 
First, Nepal has maintained fiscal and macroeconomic stability despite the tumultuous political 
history of the country, a protracted conflict, and several economic shocks. Second, expenditures 
have gradually become more aligned with sound sector strategies. This is particularly evident in 
education and health sectors in which this positive outcome has been rewarded and facilitated 
by development partners collaborating on sector-wide approaches. Third, some key features of 
a reasonably well-designed PFM system are in place, although unevenly implemented.  
 
5.   The review of PFM performance reveals important and persistent gaps between the 
rules and the reality. Despite a very advanced set of laws, regulations and processes, PFM 
practices indicate weaknesses in the control framework, significant implementation constraints, 
and large fiscal activities outside the scope of the central government budget.  

6.  Given the relatively large number of development partners involved in the PFM area, 
coordinating their efforts has been challenging. For example, various divisions and departments 
of the Ministry of Federal Affairs and Local Development are executing an estimated 40 different 
public sector management programs and projects, and coordination between these entities is 
limited. The government has acknowledged the need for better collaboration and is making 
greater efforts to harmonize existing and upcoming programs and projects. 

D. Summary and Recommendations  
 
7. There is a persistent gap between the rules and reality resulting in a high level of risk 
despite a large number of countervailing measures. The reform measures under implementation 
by different development partners require greater ownership and leadership of the government 
as well as improved coordination and collaboration among development partners and the 
government of Nepal. Since ADB has been a key development partner,  it can contribute to 
more effective donor coordination and harmonization by: 
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(i) Continuing to play a proactive role in different working groups and forums, 
exploring opportunities for greater collaboration in policy dialogue with the 
government, and designing and implementing reform programs in the sector; 

(ii) Supporting the government’s participation in and possibly co-chairing the 
subgroups; 

(iii) Strengthening working relationships with development partners at the working 
group level, as well as strengthening the government’s capacity to implement 
policy actions and project activities more effectively; and 

(iv) Sharing information with other development partners on project implementation 
and other relevant issues. 




