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I. POVERTY ANALYSIS AND STRATEGY 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy  

The Strengthening Public Management Program will support Nepal’s National Poverty Reduction Strategy. The 
government’s strategy is articulated in its Three-Year Plan (FY2011-FY2013).
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 By strengthening local budget and 

fiscal management and introducing e-government procurement, the program will better utilize fiscal transfers and 
harness local revenues that can be deployed for increased public investments and improvements in service delivery. 
The program is also designed to help implement the Asian Development Bank’s country partnership strategy (CPS) 
for Nepal for 2010–2012. It will address the governance theme in the CPS, which seeks to help the government 
enhance transparency and accountability in its institutions and systems. By strengthening public finance management 
(PFM) systems at the local level and building greater local capacity in PFM, the program will advance a key CPS 
objective of supporting the country's expected political transition to a federal state in which local government bodies 
are expected to play greater roles. By making public procurement more transparent and competitive, the program will 
improve the quality and lower the costs of service delivery at the central and local levels. In short, the program will 
aim to correct government failures in its PFM systems and address market failures in public procurement and this in 
turn will improve the business and investment climate crucial to employment generation and poverty reduction. 

B. Poverty Analysis Targeting Classification: General Intervention 

1. Key issues.  

Nepal managed to reduce its national poverty rate from 42% in 1996 to 25.4% in 2009 but these gains in poverty 
alleviation have been spread very unevenly across regions. The urban poverty rate average is 10% but the rural rate 
averages 35%. The CPS for 2010–2012 highlights weak governance as a key problem that is reflected in high 
fiduciary risks in PFM systems. These risks contribute to inefficient allocation of resources, wasteful execution of the 
budget, and lack of oversight and accountability, all of which combine to undermine the government’s efforts to 
reduce poverty and create jobs. 

The program is classified as general intervention because the reforms in PFM systems will improve the quality of life 
of all citizens, especially the poor. By improving local budget and fiscal management, the program will contribute to 
the government’s efforts to deploy and protect scarce resources for service delivery. This will benefit the poor. The 
program’s emphasis on PFM reforms in the rural districts and villages where poverty is most concentrated and most 
of the vulnerable and marginalized groups are located will also contribute to poverty alleviation. 

2. Design features.  

The program includes key features to focus strongly on poverty reduction: (i) by strengthening community groups and 
supporting their participation in local governance, the program will ensure that the selection and implementation of 
projects are responsive to poorer segments of the population; and (ii) by strengthening accountability and oversight 
mechanisms, fraudulent and corrupt practices will be reduced. This will benefit the poor more than other citizens 
because they are more affected by corruption than any other segment of the population.  

C. Poverty Impact Analysis for Policy-Based Lending 

The program’s impact on poverty will come from systemic changes that will correct government failures in PFM 
systems and market failures in public procurement, and increase resources. The policy reforms will create greater 
fiscal space that will allow the government to enhance service delivery, especially to the poor. Increased own-source 
revenues in pilot municipalities will increase domestic investment rates and spur local development and create 
employment opportunities. Improved PFM systems and e-government procurement will lead to improved policy 
credibility that will attract greater foreign investment and boost business confidence. More specifically, the program 
will benefit the poor through a number of channels: (i) reforms to improve budget and expenditure management will 
ensure more timely and reliable fiscal transfers, which will enable local government bodies to implement development 
projects more effectively; (ii) increased revenue mobilization will multiply the number of capital projects that can be 
financed; (iii) reforms to increase transparency and accountability in the public expenditures of local government 
bodies will decrease misappropriation of public funds and leave local government with larger budgets to provide 
quality public services; (iv) reforms to enhance the competitiveness of public procurement will ensure value for 
money; and (v)reforms to strengthen anticorruption and accountability mechanisms will help prevent and reduce 
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  The fiscal year (FY) of the Government of Nepal ends on 15 July. FY before a calendar year denotes the year in 

which the fiscal year ends, e.g., FY2012 ends on 15 July 2012. 
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corruption. 

II. SOCIAL ANALYSIS AND STRATEGY 

A. Findings of Social Analysis 

Public service delivery in Nepal is poorly resourced and managed. The system is severely challenged in its ability to 
meet the needs of women, the poor, and excluded social groups (dalit, janajati, religious minorities, madhesis, people 

with disabilities, and those living in rural and remote areas).
2
 The government, through its local government and 

community development program, has introduced policy and structural reforms such as a gender equality and social 
inclusion (GESI) policy (2010) that has affirmative action provisions. It calls for greater participation by women (33%) 
in local governance structures and committees, as well as proportional representation from the poor and excluded 
groups. It mandates allocation of 35% of the budgets of local governments (development committees [DDC], village 
development committees [VDC]  and municipalities) to women, children, and excluded groups. It requires all these 
local government bodies to form inclusive ward citizens’ forums, integrated planning committees, and GESI 
implementation committees to increase local government accountability and citizen oversight in the planning and 
budgeting processes. For greater outreach, community awareness centers have been supported to engage the most 
excluded and marginalized in local planning processes. 
 
The implementation of these reforms has encountered obstacles, however. Delays and reductions in fund releases 
have prevented the poor and excluded groups from using funds in a timely manner and according to their priorities. 
Patterns of elite capture—the use of the funds by better-off or powerful groups to the exclusion of the 
disadvantaged—have emerged, along with influence peddling by political party leaders. These patterns distort 
decisions on the use of grants and the selection of subprojects to the detriment of women and excluded groups who 
then lose control over resources supposedly allocated for their benefit. With political parties polarized and constantly 
seeking to consolidate and expand their constituencies, the general tendency at the local government level is to use 
public funds to benefit party interests rather than the interest of the broader public. 

B. Consultation and Participation 

The Public Management Officer of the Nepal Resident Mission is part of the mission team. Several field visits and 
consultations were undertaken at 6 DDCs, 10 VDCs, 4 ward citizen forums, and 4 citizen awareness centers in 2011. 
Extensive consultations were held with government stakeholders, in particular Ministry of Federal Affairs and Local 
Development (MOFALD). 

1.     What level of C&P is envisaged during the project implementation and monitoring?  

        Information sharing    Consultation       Collaborative decision making       Empowerment 

 

2.     Was a C&P plan prepared for project implementation?  Yes  No  

While no plan was prepared, the Public Management Officer in Nepal Resident Mission consults regularly with 
stakeholders at the central and local levels to ensure an inclusive implementation of the program. 

C. Gender and Development                  Gender Mainstreaming Category: Some Gender Benefits (SGB)  

1. Key issues.  

The CPS for 2010–2012 recognizes that institutions and structures, ideology, and social norms continue to 
discriminate against and limit the progress of women in the country. This is reflected in the fact that women 
participate less and have less representation in the political, economic, and professional spheres. They also have 
lower incomes and less access to property ownership and financial credit. The government mandates 33% 
representation of women in all structures and committees but actual representation is still below this level. Adequate  
information related to entitlements and the provisions made by the state on services and facilities to citizens, in 
particular to women and excluded groups, has not been made available to these groups.   
 
The establishment of a permanent gender responsive budget committee , the introduction of a gender responsive 
budget concept in government, and the development of a scoring system to measure gender responsiveness of the 
budget by the Ministry of Finance in FY2008 were significant achievements in engendering the macroeconomic 
framework. However, the gender responsive budget has yet to be operationalized fully by line ministries and the 
scoring system only captures budget allocation, not expenses incurred. Therefore, the government’s financial 
management information system needs to include expenditure tracking of GESI-related developments. The MLD 
developed a revised GESI responsive budget auditing policy in 2011 that mandated local government bodies to carry 
out such audits out but none have yet implemented the guidelines due to lack of sufficient understanding and 
expertise on the subject.  
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  Dalits refer to the lower caste population, janajati to ethnic groups, and madhesi to people in the southern plains.   
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2.   Key actions. Measures included in the design to promote gender equality and women’s empowerment—

access to and use of relevant services, resources, assets, or opportunities and participation in decision-making 
process:  

 Gender action plan      Other actions or measures      No action or measure 

The program’s policy matrix includes GESI-related policy actions as tranche release conditions. They include the 
following: (i) the MOFALD shall have approved and issued guidelines for allocation and disbursement of small 
community level grants. The guidelines shall include requirements that the allocation and disbursement shall be 
prepared based on participatory planning and procurement by ward citizens’ forums and citizen awareness centers to 
ensure downward accountability in public service delivery at the community level; and (ii) The MOFALD shall enforce 
the provisions of earmarked funding for GESI activities as per the guidelines for block grants to local government 
bodies (i.e., 15% for disadvantaged groups, 10% for women, 10% for children). 

The program calls for the development of performance measures for VDCs that will include adequate GESI 
indicators.  The  proposed municipal administration and revenue system under the program will address the lack of 
GESI monitoring of government expenditure by collecting disaggregated data of the services used on gender, caste, 
ethnicity, and religious lines. Moreover, a proposed technical assistance from the Asian Development Bank to support 
the program will work to ensure that these policy actions are effectively executed.  

 
III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 

Issue 

Significant/
Limited/ 

No Impact Strategy to Address Issue 

Plan or Other 
Measures Included 

in Design 

Involuntary 
Resettlement 

No Impact None of the reforms is expected to include 
involuntary resettlement. 

 
 No action 

Indigenous Peoples No Impact None of the reforms is expected to have adverse 
effects on indigenous peoples. 

 
 No action 

Labor 

 Employment  
opportunities 

 Labor retrenchment 

 Core labor standards 

No Impact None of the reforms is expected to have adverse 
effects on employment opportunities, labor 
retrenchment, or core labor standards. To the 
contrary, reforms under the program are 
expected to improve the investment climate and 
increase employment opportunities. 

 
 No action 

Affordability No impact None of the reforms is expected to have adverse 
effects on affordability of any services. Instead, 
savings from increased public procurement 
efficiency is expected to lead to more services. 

 
 No action 

 

Other Risks and/or 
Vulnerabilities 

HIV/AIDS 

Human trafficking 

Others (Post-conflict 
situation)  

Limited 
impact 

Nepal is in a post-conflict situation. The 
government has made major achievements in 
implementing a peace agreement. The impact of 
the post-conflict situation is expected to be 
limited given the track record of past programs 
and projects, some of which were implemented 
at the height of the conflict.  

 
 Plan:  
 Other action 
 No action 

IV. MONITORING AND EVALUATION 

Are social indicators included in the design and monitoring framework to facilitate monitoring of gender and social 
development activities and/or social impacts during project implementation?   Yes  No        

(i) The proportion of community-level projects selected through the ward citizens’ forums and community 
awareness centers increased to 33%. 

(ii) Comprehensive reporting system of fiscal transfers established, including data on disbursement of 
earmarked funding for GESI activities as per block grant guidelines for local bodies, i.e., 15% for 
disadvantaged groups, 10% for women, and 10% for children). 

(iii) Performance guidelines and measures (including GESI indicators) developed for allocating block grants to 
VDCs. 

 

Source: Asian Development Bank and the Government of Nepal. 

 




