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I. PROGRAM DESCRIPTION 
  
A. Rationale  
  
1. In September 2012, the Asian Development Bank (ADB) approved the policy-based 
Strengthening Public Management Program (SPMP) with a grant of $25.0 million to be 
disbursed in two tranches,1 and a technical assistance (TA) grant of $3.0 million, 
subsequently bolstered by additional financing to $6.6 million.2 The program aimed to 
improve the effectiveness of public goods and services delivery in Nepal as demonstrated by 
increased access to basic health care services and improved adult literacy rates by 2015.  
The program was to enhance efficiency, transparency, and integrity of public finances at the 
national and subnational levels. A policy-based grant, combined with a TA grant, was deemed to 
have the best chance of addressing the severe shortcomings in local government, of influencing 
government policies, and providing capacity development. 
 
2. This policy-based lending (PBL) is aligned with the government’s efforts to 
transition from a centralized to a federal state, which was key to the peace accord signed 
in 2006. This transition has been challenging as political and ethnic rifts have fragmented the 
political landscape and slowed progress. After prolonged negotiation, a political compromise was 
reached in 2015 between the major political parties and the Constituent Assembly of Nepal,  
and the country’s new constitution was approved, which established a federal government 
structure with three tiers of government (national, provincial, and local government), each level 
assigned functions and powers in line with the principles of fiscal federalism. The new constitution 
also introduced measures for the greater inclusion of women and Dalits.3 Subnational elections 
followed in 2017, along with continued work on operationalizing the federal system and 
restructuring the administration at all tiers of the government. This nation-building effort was 
undertaken at the same time as the country was struck by devastating earthquakes in April and 
May 2015, and floods and landslides in mid-2017. Moreover, political unrest was experienced in 
the Terai region as Madhesi political parties, critical of the constitutional provisions, sought to 
attain a more favorable dispensation.  
 
3.  The effort to bring about constitutional change revealed the limited absorptive 
capacity of Nepal’s institutions, already struggling to address the economic disruptions 
brought by natural disasters and the chronic poor performance in public service delivery.4 
A long period of postponed subnational elections resulted in poor accountability to citizens and 
reduced pressure to improve public financial management (PFM). This, in turn, led to high 
fiduciary risks, weak oversight, and corruption. These development constraints left Nepal as the 
weakest performing economy in terms of gross domestic product (GDP) per capita in South Asia.5  

                                                
1  ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant, 

Administration of Grant, and Technical Assistance Grant to the Government of Nepal for Strengthening Public 
Management Program. Manila. 

2 Technical Assistance Completion Report (Appendix 5, TA 8173-NEP) in ADB. 2018. Completion Report: 
Strengthening Public Management Program in Nepal. Manila. The associated technical assistance (TA) is  
$6.6 million (after revision) and consisted of $0.5 million from ADB, $3.1 million from the United Kingdom (UK), and 
$3.0 million from the European Union (EU). 

3  The Asia Foundation. 2017. Diagnostic Study of Local Governance in Federal Nepal. The Australian Government–
The Asia Foundation Partnership on Subnational Governance in Nepal. https://asiafoundation.org/wp-
content/uploads/2018/07/Diagnostic-Study-of-Local-Governance-in-Federal-Nepal-07112018.pdf. 

4  ADB. 2009. Country Diagnostic Studies. Nepal: Critical Development Constraints. Manila. 
5  Nepal’s average per capita gross domestic product (GDP) during 2006–2016 was estimated at $595 compared with 

$853 for Bangladesh, $2,181 for Bhutan, $1,318 for India, and $2,887 for Sri Lanka. See the World Bank. World 
Development Indicators. https://data.worldbank.org/indicator/NY.GDP.PCAP.KD?view=chart. 
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B. Expected Impacts, Outcomes, and Outputs  
 
4. The program’s expected impact was effective delivery of public goods and services 
in Nepal, especially at the local government level. The intended outcome was enhanced 
efficiency, transparency, and integrity of public finances at national and subnational levels.  
Four outputs were designed to achieve the above results, as follows:  
 

(i) Output 1. Local government budget and fiscal management improved.  
This included (a) more effective local government budget, expenditure 
management, and fiscal sustainability; (b) strengthened participatory planning 
processes;  
(c) performance-based grants, and timely budget disbursements to local 
governments; (d) results-based management for local governments; and  
(e) the piloting of a municipal administration revenue system (MARS). 

  
(ii) Output 2:  Fiduciary risk management strengthened at the local government 

level. This included  (a) strengthening local government accounting systems, and 
improving the management and accountability of user groups through public 
auditing; (b) civic oversight through capacity building of ward citizen forums and 
citizen awareness centers, and adopting guidelines on public and social audits;  
(c) enhancing transparency in local governance by developing websites that will 
disclose local government revenues and expenditures; and (d) reinforcing 
oversight mechanisms  and strengthening external and internal audits of local 
governments.  

  
(iii) Output 3. Public procurement system enhanced. This included (a) establishing 

procurement units in district development committees (DDCs) and municipalities,  
(b) developing annual procurement plans in local governments, (c) preparing and 
implementing procurement master plans for local governments, (d) developing 
standard bidding documents in Nepali language for procurement at the village 
development committee (VDC) level, and (e) capacity building for the procurement 
staff in DDCs and municipalities. Support for the development of an e-government 
procurement (e-GP) system. 

 
(iv) Output 4. Institutions for oversight and accountability strengthened. This is 

in support of the National Strategy against Corruption 2012, including the  
Anti-Corruption Strategy and the work plan of the National Vigilance Centre (NVC).  

 
5. Associated with these four outputs were 23 policy actions over two tranches with 
22 months planned between each tranche. The capacity development TA to help achieve the 
objectives of SPMP had three major outputs: (i) key PFM diagnostic tools, (ii) the MARS,  
and (iii) the e-GP system.  
 
C. Provision of Inputs 
 
6. The SPMP was supported by a grant of $25.0 million,6 and a TA grant of $6.6 million. 
The grant would be disbursed in two tranches: $11.9 million (tranche 1) and $13.1 million  

                                                
6
  The overall cost of the program was calculated as $30.0 million to be jointly financed by ADB with $21.0 million grant, 

the Government of Nepal with $5.0 million, and the Government of the United Kingdom with $4.0 million. 
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(tranche 2). The first tranche was disbursed in September 2013.7 The second tranche was 
disbursed later than planned. ADB's portion of $9.1 million was fully disbursed in December 2016 
after an interval of 39 months against the 22 months that was initially envisaged. The Department 
for International Development of the United Kingdom (DFID) cofinancing of $4.0 million was partly 
disbursed ($3.3 million) in January 2017. The total cumulative disbursement was $24.3 million.  
 
7. The ADB TA grant was supported by additional funding from the United Kingdom 
(UK) and the European Union (EU). ADB’s initial TA support of $3.0 million ($0.5 million grant 
from ADB’s Technical Assistance Special Fund, and $2.5 million through DFID) was boosted with 
a $3.0 million grant provided by the EU in 2013.8 In 2015, DFID provided an additional $0.6 million, 
which increased the total TA to $6.6 million. Of this amount, $5.4 million was utilized,  
with $1.1 million undisbursed as of January 2018 due to underspending in equipment and 
exchange rate fluctuations. Reallocation and utilization of these funds was not possible— 
mainly due to the earlier completion date (5 December 2016) of the EU-financed portion of the 
TA grant.  
  
8. Implementation of policy reforms took much longer than expected and required 
substantial TA support. As a result, the TA completion date was extended three times.9  
In each case, the extension reflected the additional time needed to help the government 
implement the policy actions for the release of the second tranche. Three consulting service 
packages were awarded.10 Table 1 shows a total of 29 international consultants  
(239 person-months) and 24 national consultants (197 person-months) were employed in the TA. 
  

Table 1: Use of Consultants 

Output 

International 
Consultants 

Person- 
Months 

National 
Consultants 

Person- 
Months 

Total 
Consultants 

Person- 
Months 

Output 1 12   56.5 15   90 27 146.5 

Output 2   5   62.5 4   48   9 110.5 

Output 3 11 111.0 4   34 15 145.0 

Others   1     9.0 1   25   2   34.0 

Total 29 239.0 24 197 53 436.0 
Source: ADB. 2018. Completion Report: Strengthening Public Management Program in Nepal. Manila 

 
9. The reforms did not involve physical construction and, hence, did not have an 
adverse impact on the environment, involuntary resettlement, or indigenous peoples.  
The program was classified as category C in all three of ADB’s safeguard areas, which appears 
appropriate. 
 
D. Implementation Arrangements  
 
10. The reform process involved different ministries and agencies. The Ministry of 
Finance (MOF) was the executing agency responsible for (i) the implementation of policy actions; 
(ii) coordination with other reform initiatives; and (iii) administration, disbursements,  

                                                
7  ADB. 2018. Completion Report: Strengthening Public Management Program in Nepal. Manila. 
8  ADB. 2013. Grant Assistance to the Government of Nepal for Strengthening Public Management Program—

Supplementary. Manila. This grant assistance, G0368-NEP, was financed by the EU. 
9  The first extension, which followed the contract end date of one of the consulting firms, was from October 2015 to 

April 2016. The second extension—to end by December 2016—was to provide continued technical support for 
SPMP’s policy actions. The third extension—to end June 2017—was to provide continued support to the 
implementing agencies to achieve the TA outputs. 

10  Footnote 8. See the Technical Assistance Completion Report, Appendix 5, TA 8173-NEP. 
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and maintenance of records. The MOF received policy guidance from the public expenditure and 
financial accountability (PEFA) steering committee. The PEFA Secretariat, working under the 
Financial Comptroller General’s Office, acted as the project management unit. The Ministry of 
Federal Affairs and Local Development (MOFALD), Public Procurement Monitoring Office 
(PPMO), and the NVC were the implementing agencies. MOFALD implemented outputs 1 and 2 
through the second Local Governance and Community Development Programme (LGCDP II) and 
the fiduciary risk reduction action plan (FRRAP). The PPMO implemented output 3, and the NVC 
implemented output 4. The PPMO and the NVC established their program coordination units, 
while MOFALD’s LGCDP coordination unit served the SPMP and enabled coordination among 
development partners.  
 
11. The TA grant was timed to accompany the SPMP grant. The outputs of the TA focused 
on important policy objectives of the SPMP and was key in the compliance of tranche conditions 
under the SPMP.  
 
12. The covenants on program management in the grant agreements were fully 
complied with. Most of the covenants on implementation were fully complied with. A separate 
program completion report was not submitted to ADB.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
13. The program completion report (PCR) rated the SPMP relevant, noting its analytic 
underpinnings,11 alignment with the LGCDP II, and focus on subnational PFM. The focus 
areas of the SPMP were initially capacity development challenges to the government, but work in 
e-government procurement was considered transformative because of its potential.  
 
14. The turbulent political transition to a federal state introduced uncertainty in national 
governance and in program implementation. The PCR argued that the initial scope was 
appropriate and that the program outcome remained relevant throughout implementation.  
The PCR pointed to the government’s intent to empower subnational government (SNG)  
in 2017 within a federal structure as an indication of the continued relevance of SPMP. 
Nevertheless, while the need to improve service delivery through PFM reforms is not in doubt, 
the program’s design was not well matched with evolving government policies on state 
restructuring, progress in subnational PFM reform, and PFM capacity on the ground. 
Consultations with ADB suggest that the decision to provide support even though the exact 
structure of subnational government was not known was the program’s strength. In addition, to 
overcome capacity constraints, substantial TA support was provided. 
 
15. ADB support for state-building was an appropriate response given the history of 
conflict, weak institutional structures, and the need to support the peace process.  
The overall program design was, therefore, broadly relevant at the design stage and retained 
considerable relevance during implementation. ADB had established a record of engagement in 
the governance sector in Nepal and the SPMP built on earlier support for local government 
development.12 The program was aligned with the government’s intention to strengthen service 

                                                
11 DFID. 2014. Annual Review Public Financial Management and Accountability (PFMA). London. December. 

https://devtracker.dfid.gov.uk/projects/GB-1-203275/documents 
12 ADB supported the Government of Nepal’s LGCDP I during FY2008–FY2013 by implementing the Governance 

Support Program, under cofinancing arrangement with five other development partners. 
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delivery at the local government level and to support efforts to build a federal structure central to 
the peace process. Although this validation agrees on the relevance of PFM reform and sees the 
need to improve service delivery in Nepal, the program came at a time when the structure of SNG 
was not yet decided.13 
  
16. The expected impact of SPMP was to achieve the effective delivery of public goods 
and services in Nepal through the program’s outcome of enhanced efficiency, 
transparency, and integrity of public finances at the national and local levels. This impact 
was relevant to Nepal’s circumstances but major enhancements in efficiency, transparency,  
and integrity were likely beyond the reach of a single PBL implemented over a relatively short 
period, where federalism had only just commenced, and systems for PFM at the local government 
level were extremely weak and underdeveloped. Hence, in terms of measuring short-term 
progress in PFM reform, the design and monitoring framework (DMF) was weak. This is not to 
say that the SPMP did not contribute to improvements in PFM, or that the reforms undertaken did 
not help to shift Nepal in the right direction. The extent of intended improvements was not given, 
so it is difficult to judge whether sufficient progress was made. This does not suggest that the PBL 
design was not relevant, but its results (and benefits) as defined by the DMF (Table 2) were not 
precisely quantifiable, and that to achieve major progress, it would likely require more than the 
scope of a single PBL operation.   

 
Table 2: Project Objectives and Performance Indicators 

Objectives Indicators 

Impact: Public goods and services are delivered 
more effectively in Nepal, especially at local 
government levels. 

Indicators: Population with access to basic 
health services increased to 90% by 2015.   
  

Adult literacy rate improved to 60% by 2015.  

Outcome: The efficiency, transparency, and 
integrity of Nepal’s public finances at the national 
and local government levels are enhanced. 

Indicators: Annual audit reports of local 
government bodies are published electronically.  
  

Amount of disallowed funds by the auditor-
general recovered by government grows.  
  
The proportion of government procurement 
entities that use the e-GP system reaches 25%.   

Source:  ADB. 2018. Completion Report: Strengthening Public Management Program in Nepal. Manila. Appendix 1. 

 
17. The PBL supported a wide range of reforms. These included (i) procurement; (ii) block 
grants to local governments; (iii) participatory decision-making and inclusion at local levels;  
(iv) strengthening anticorruption systems and institutions; (v) the digitization of PFM processes; 
(vi) piloting of new systems; and (vii) local revenue collection, among others. Given public service 
delivery was in “disarray,”14 selecting a broad range of reforms may have been the right thing to 
do, although the PCR itself noted that (i) output 4 lacked synergy with the other outputs,  
(ii) that the DMF was “ambitious,” and (iii) that the “government initially lacked the technical 
capacity to carry out multidimensional PFM measures.”  
 
18. Policy actions are the first step in the results chain. To understand the results of policy 
actions, their significance and result need to be clear and measurable. However, the policy 

                                                
13  This is indicated by the fact that the guidelines introduced by SPMP for the transfer of fiscal resources to the local 

governments were replaced by the Local Governance Bill (September 2017) and Local Financial Procedures Bill 
(September 2017), regulating the budget process and grant allocation for the local governments under the new 
federal system. 

14 This is stated in para. 3 of the PCR (see footnote 8). 
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actions’ contribution to the achievement of program outputs was not always clear as the link 
between these was sometimes weak (Table 3). Also, most actions were process oriented, 
 such as preparing and approving an action plan. Given the turbulent state of the local government 
(particularly the lack of elections that reduced local accountability), it could also be argued that 
the development of guidelines was necessary, but perhaps not a sufficient condition to ensure, 
for instance, that block grants would be distributed and well used. Even so, the policy actions 
around block grants do not directly link with the output that says “local government budget and 
fiscal management improved” because there is still a long way to go to deliver this output.  
Only the procurement indicators had a relevant and plausible connection to the output of  
“public procurement system enhanced.”  
 

Table 3: Policy Actions and Outputs  

Tranche 1 Policy Actions Tranche 2 Policy Actions 

Output 1: Local government budget and fiscal management improved 

The Ministry of Federal Affairs and Local 
Development (MOFALD) shall have developed, 
approved, and issued guidelines and a time-bound 
action plan for the timely and streamlined 
disbursement of block grants from the central 
government to local bodies. 

The Ministry of Finance (MOF) shall have 
developed and approved a Medium-Term Budget 
Framework for MOFALD, which shall be 
presented as part of the national budget for 
FY2014 and thereafter.  

MOFALD shall have approved and issued guidelines 
for the allocation and disbursement of small, 
community-level grants. 

MOFALD shall have enforced the provisions of 
earmarked funding for gender empowerment and 
social inclusion activities as per block grant 
guidelines for local governments (i.e., 15% for 
disadvantaged groups, 10% for women, and  
10% for children) and provide expenditure 
tracking reports.  

MOFALD shall have prepared and approved 
amendments to the local bodies’ resource 
mobilization guidelines that shall incorporate 
measures to enhance existing own-sources of 
revenues of local bodies. 

MOFALD shall have identified and oriented  
25 village development committees (VDCs)  
for the piloting of the revised manual with 
performance measures for block grants in 
FY2013/14. 

 MOFALD shall have piloted the municipal 
administration and revenue system in one 
municipality.  

 MOFALD shall have approved the introduction of 
integrated property tax in 45 municipalities.  

Output 2: Fiduciary risk management strengthened at the local government level 

MOFALD shall have completed and approved a 
strategy and an integrated action plan to strengthen 
public financial management and address fiduciary 
risks in local bodies. 

MOF shall have completed a public expenditure 
and financial accountability assessment at the 
subnational level on a sample basis to establish 
benchmarks on the key fiscal indicators. 

MOFALD shall have developed and introduced a 
results-based reporting system in district 
development committees (DDCs) for monitoring 
capital expenditures. 

MOFALD shall have rolled out the uniform 
accounting software to at least 1,000 VDCs. 

MOFALD shall have developed and approved 
guidelines for external audits of municipalities and 
VDCs. 

MOFALD shall have developed guidelines, 
criteria, and tools for the conduct of risk-based 
internal audits for DDCs, VDCs, and 
municipalities. 

Output 3: Public Procurement Enhanced 

The Public Procurement Monitoring Office (PPMO) 
shall have conducted a joint technical review with 

PPMO shall have completed the development of 
the e-government procurement (e-GP) software. 
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Tranche 1 Policy Actions Tranche 2 Policy Actions 

ADB and the World Bank of public procurement in 
Nepal. 

PPMO shall have prepared an implementation road 
map on the development and installation of e-GP in 
line with its e-Submission operations. 

PPMO shall have completed the development of 
an e-GP training module.  

 PPMO shall have conducted public procurement 
training for relevant procurement officials of at 
least eight ministries and 35 districts.  

Output 4: Institutions for oversight and accountability strengthened 

The recipient shall have completed a roster of short-
listed candidates for the posts of chief commissioner 
and commissioners of the CIAA. 

The National Vigilance Centre (NVC), through the 
Office of the Prime Minister and the Council of 
Ministers, shall have submitted to the Cabinet 
amendments to the Prevention of Corruption Act 
of 2002 and subordinate regulations to ensure 
compliance with the United Nations Convention 
against Corruption that Nepal ratified in February 
2011.  

The NVC shall have submitted a proposal to the 
Cabinet to elevate its status to an independent body 
to give it greater authority in its conduct of technical 
audits and in its advocacy for corruption prevention. 

The government shall have provided basic and 
advanced level training for the relevant staff of 
concerned agencies on fraud audit and 
investigation competencies. 

CIAA = Commission for the Investigation of Abuse of Authority, DDC = district development committee,  
e-GP = e-government procurement, MOF = Ministry of Finance, MOFALD = Ministry of Federal Affairs and Local 
Development, NVC = National Vigilance Centre, PPMO = Public Procurement Monitoring Office, VDC = village 
development committee. 
Source: ADB. 2012. Report and Recommendation of the President on the Proposed Policy-Based Grant, Administration 
of Grant, and Technical Assistance Grant to Nepal: Strengthening Public Management Program. Manila. 

 
19. The reform program included actions that were designed to be piloted. This included 
the piloting of the MARS15 in Katmandu, and selecting 25 VDCs in which to pilot the revised 
manual with performance measures for block grants. While piloting is an effective way of finding 
out what works, it is not a policy reform until it is formally adopted by the government and scaled 
up. Strictly speaking, this should be undertaken before a PBL because there is a high risk that 
the piloted action will not be taken to scale. If rigorously applied and tested against a 
counterfactual, the pilot work can be used to collect valuable evidence to convince governments 
to go to scale, with PBL used for this purpose. It is not clear in the PCR if MARS was rigorously 
piloted and tested or was simply introduced and tested in one municipality. Consultation results 
with ADB staff suggested that piloting is a practical way of introducing reforms or new information 
technology (IT) systems, such as MARS.  
 
20. The program design and implementation were not sufficiently responsive to state 
restructuring. Staying aligned with evolving policy in a politically turbulent environment like Nepal 
is difficult. However, ADB could have designed its program to lower the risk of reduced relevance 
as government policy advanced on federal restructuring. The focus on local bodies in terms of 
the minimum condition and performance measure (MC&PM) system, VDC accounting software, 
and audit guidelines for VDCs were risky. Selecting reforms that are going to be relevant to a 
subnational system that is not yet fully fleshed out requires deeper understanding of the political 
issues calls for a reading of the discourse and of the legislative and/or regulatory initiatives on 

                                                
15 MARS enables local governments to effectively manage their budget, expenditures, and revenues for better service 

delivery. It has nine integrated modules, including (i) revenue management, (ii) financial management and 
accounting, (iii) budget monitoring and planning, (iv) fixed assets accounting, (v) citizen interface,  
(vi) personnel information, (vii) payroll information, (viii) office management, and (ix) decision support systems.   
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related evolving policies. Subsequently, decision can be made on which local bodies are likely to 
be dropped or modified (in roles, size, and capacities). Interventions need to be fashioned that 
safeguard, to some extent, against these expectations being wrong. That means that selected 
interventions will be likely useful even if the policy details—or even some structural decisions—
changed along the way. For instance, rather than designing internal audit manuals for VDCs,  
it may have been safer (and still seen as useful) to support the Financial Comptroller General’s 
Office (FCGO) to establish a separate audit cadre in its district-level treasury offices, or the 
supreme national audit body to establish deconcentrated offices dispersed nationwide, to support 
the eventual external audits of VDCs, even if these were restructured over time. Consultations 
with ADB staff suggested that the risk taken with SPMP shows that ADB anticipated the changes 
in the country and remained engaged with key PFM agencies. Many of the suggested 
interventions with FCGO were already carried out by other development partner initiatives.  
Hence, ADB focused on the local government, which was generally neglected in Nepal. 
 
21. Opportunities for design adjustments midstream were not maximized, allowing 
some interventions to become less relevant. ADB allows and encourages adjustments of 
project and/or program design during implementation.16 There is little evidence of this taking place 
in the SPMP given that the “exact timing of the shift to a federal system was not fully foreseeable” 
and “there were still uncertainties associated with the political milieu related to federal 
restructuring.”17 For instance, despite the increasingly high chance of VDC restructuring, 
as late as September 2015, ADB was pushing for greater coverage of VDCs in the accounting 
software effort.18 The second tranche was disbursed in 2016, but with no modifications from the 
original design.  
 
22. Selected outputs and activities did not generate a coherent theory of change.  
The activities and outputs of the program are easily encompassed by the broad outcome but are 
not directed to the indicators—in view of their narrow scope. The basic documents for their 
selection, sector assessment for the program, and design mission documents do not yield a 
coherent set of problems, priorities, outputs, and activities. The assessment’s coverage is too 
general and does not offer incisive fields of action. The mission designs do go deeper, but key 
problems of PFM raised are not stable over missions. These are not also logically followed up in 
the DMF of the report and recommendation to the President (RRP) or in the policy matrix.  
For example, the problems of late budget authorizations and/or transfers to local bodies, or the 
lack of analytical and investigative capacities to pursue cases in the Commission for the 
Investigation of Abuse of Authority are important issues at the design stage19 that were not 
reflected in the RRP. The latter does not seek to marshal the selected activities under any kind of 
theory of change that would justify their selection among the set of challenges uncovered in the 
design stage. The selection of interventions might have been linked to a gap-filling approach to 
the PFM reform plan (FRRAP 2012–2015 focused on SNG). However, a connection to the 
FRRAP was not sufficiently made, again leaving the selection without a strong underpinning.  
In consultation with ADB staff, it was established that the SPMP outputs were designed in 
response to the FRRAP assessment, and weaknesses in PFM and governance issues in Nepal. 
Taken together, they are holistic and comprehensive.   
 
23. While the theory of change underlying the program could have been stronger, on 
balance, this validation finds the program relevant. The relevant rating is largely due to ADB’s 

                                                
16  Only if the programmatic PBL variant is selected, which would be appropriate in reform areas that are likely to change.  
17  Footnote 8, para. 30. 
18 ADB. 2015. Review Mission for NEP: Strengthening Public Management Program. Back-to-office report.  

23 September (internal). 
19 ADB. 2011. Aide-Memoire: 2nd Fact-Finding Mission for Nepal Strengthening Public Management Program. Manila. 
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support for governance, decentralization, and capacity building at the local level at a time when 
structures were in flux. Although the results framework was weak, the program design is also 
considered relevant. ADB supported a wide range of reforms that reflected known weaknesses 
in PFM at local and national levels, although they did not easily add up to a coherent whole. 
Nevertheless, given Nepal’s circumstances and the need to address weaknesses across the 
entire system of public administration, the program was appropriate; the outcome statement 
modestly worded as “enhanced” efficiency, transparency, and integrity; and several lessons have 
been learned.  
 
B. Effectiveness in Achieving Program Outcomes and Outputs 
 
24. The PCR rated the SPMP effective in achieving the outcomes of the program as 
stated in the DMF. The first tranche policy actions were fully complied while second tranche 
policy actions had one partial compliance and one noncompliance. The following three outcome 
indicators were met: (i) local governments published annual audit reports electronically,  
(ii) the recovery rate of disallowed funds improved, and (iii) the e-GP system was used.  
Hence, transparency, efficiency, and integrity were enhanced although it is difficult to say by how 
much, or how much would be necessary to contribute to a noticeable impact on service delivery 
at both national and local levels. Some limitations are worth noting. As of 2016,  
1,848 of 3,449 local bodies (54%) published their final audit reports on their websites. Given the 
initial context, this is a notable achievement. The magnitude of recovered disallowed funds, 
however, was not provided, and the government bodies where these were recovered were not 
identified. Hence, this indicator may be of limited value as a proxy for the broad outcome in the 
DMF, and it was not identified as an issue in the second PEFA (2015).20 The e-GP achievement 
of 28% of public entities was only at the national level but the intended outcome aimed at both 
national and local government. The indicators failed to capture the salient dimensions of the broad 
outcome set in the DMF, such as enhanced efficiency, transparency, and integrity of Nepal’s 
public finances at the national and local government levels, except in a limited sense connected 
to the three indicators selected. Capturing short-term outcomes from PFM reform in countries with 
very weak initial systems is indeed difficult, yet it does not mean that reforms are not worth doing. 
 
25. Achievement of the DMF output indicators was mixed, but it was overall favorable. 
For output 1 (budget and fiscal management), the indicators were fully achieved. For output 2, 
three of the five output indicators for strengthening fiduciary risk management were achieved, 
information on taxpayer compliance on the underutilization of MARS is not yet available,  
and risk-based internal audit guidelines and training have not been translated into regular internal 
audits by VDCs. For output 3, the SPMP achieved all indicators for public procurement,  
and for output 4, the indicators for strengthening oversight and accountability were also achieved.  
 
26. While some outputs indicators were achieved, the results were limited at the pilot 
level, and in some cases, were only targeted at central institutions. Examples include the 
implementation of MARS in Kathmandu, procurement, and the medium-term budget framework 
(MTBF), which were centrally located initiatives. Extending these successes to all SNGs will be 
challenging and need more time. For example, formulating internal audit guidelines for VDCs is 
relatively straightforward; but ensuring that these are applied is more difficult, especially in rural 
village councils that have just been formed through federal restructuring. It is clear that policy 
reform is a long-term process. 
 

                                                
20

 Government of Nepal, Ministry of Finance. 2015. Public Expenditure and Financial Accountability (PEFA) 
Assessment: Nepal PFM Performance Assessment II as of FY 2013/14. Kathmandu. 
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27. Achievements in the SPMP have varying depths. Several of these are product-
oriented, such as developing guidelines for the internal audits of VDCs. Some are procedural, 
such as ensuring a roster of candidates is prepared prior to the selection of the chief commissioner 
and commissioners of the Commission for the Investigation of Abuse of Authority. A significant 
policy action was the completion of the first PEFA assessment at the subnational level in Nepal. 
In many cases, however, the change management dimension is truncated, reducing the scope 
for institutional and capacity development. The NVC proposal to elevate its status to an 
independent body (a tranche condition) has not been acted upon since it was submitted to the 
Cabinet in 2015. Building understanding and support from stakeholders to prioritize that change 
would require more time, and greater financial incentives in ADB financial modalities. 

 
28. The SPMP safeguard category was C for environment, involuntary resettlement, and 
indigenous peoples. Gender mainstreaming promised some gender benefits. The latter was 
largely reflected in the policy actions on gender empowerment and social inclusion grants in the 
budgets of local bodies. These were largely met as part of the MC&PM enforcement and 
monitoring framework, though these became outdated once the new Constitution of Nepal came 
into force, followed by local governance legislations that governed gender empowerment and 
social inclusion, among other issues. 
  
29. At the outcome level, the project aimed to enhance the efficiency, transparency, 
and integrity of Nepal’s public finances at both national and local government levels.  
At face value, the intervention did indeed enhance efficiency, transparency, and integrity if judged 
by the three indicators used to assess progress at this level. Feedback from ADB staff suggested 
that “the program was effective in establishing a foundation for PFM reform at subnational and 
local levels.” However, it does not reach the outcome initially envisaged, which may have been a 
more appropriate indication of success. Given that some reforms were to be piloted, others were 
superseded by new laws, and with the limited coherence across the program, the foundation may 
not be firm enough. As it is understood that one PBL program can only address some aspects of 
the three outcomes intended and make a few inroads, this validation gives the effort the benefit 
of the doubt and rates the program effective.  
  
C. Efficiency of Resource Use  
 
30. The PCR reported a 97.4% disbursement of the grant proceeds, hence, resulting in a 
program implementation rating of efficient. As the PCR noted, there was one-time program 
extension by 14 months, which was attributed to the (i) protracted political and administrative 
reform processes, (ii) rapid turnover of government officials, (iii) setbacks due to earthquakes and 
natural disasters (force majeure), and (iv) delays in TA implementation supporting the policy 
actions (e.g., the e-GP and MARS-related procurement). Coordination weaknesses among 
cofinancing partners and sequencing with LGCDP II largely accounted for the TA inefficiencies.  
 
31. The program had three extensions before it became effective. It required a 14-month 
extension to be completed. These extensions reflect the reality of delivering change programs in 
Nepal and the limited institutional capacity to implement reforms at a pace determined by 
development partners. Some of the delays were beyond the control of the Government of Nepal 
(and ADB), such as force majeure events, and the India border unrest. The technical committee 
at MOFALD for guiding MARS was established late, which was not very efficient. Overall,  
this validation considers the program efficient, nevertheless. 
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D. Preliminary Assessment of Sustainability  
 
32. The PCR assessed the SPMP likely to be sustainable based on the institutional 
changes achieved by the program and the government’s commitment to continue PFM and 
governance reforms. The PCR noted specific achievements. A list of key outputs as set out in 
the RRP and their sustainability positioning as viewed by ADB and this validation is provided in 
Appendix 1. On balance, given that PFM reform is likely to continue and given ADB’s and other 
donor partners’ ongoing support, this validation considers the program likely sustainable.   
  

III. OTHER PERFORMANCE ASSESSMENTS  
 
A. Preliminary Assessment of Development Impact 
 
33. The PCR viewed the program development impact satisfactory. As the latest information 
was not yet available at the time of PCR drafting, it did not include data to address the first 
indicator (population with access to basic health services increased to 90% by 2015). instead,  
it used proxy indicators to show the relevant improvements in health services. It did provide data 
showing that the target for the second impact indicator (adult literacy) was exceeded—increasing 
to 63.7% in 2015 from a target of 60%. Discussion on development impact dealt too much with 
welfare indicators on the downstream results. There are issues with this approach. For instance, 
the PCR stated that the program likely contributed to “improvement in the human development 
index from 0.4 in 2005 to 0.6 in 2015.” The time lag between any action that began in mid-2013—
with modest output-oriented policy actions and/or grant disbursement—is unlikely to already show 
welfare improvements in 2015, especially if the actions need to be further elaborated, 
institutionalized, and extended to the local government. Another claim was also less appropriate, 
that “SPMP has likely contributed to inclusive economic growth measured by a decline in 
population below the international poverty line from 53.1% in 2003 to 24.8% in 2011.” It is noted 
that the program was not in place during this period.  
 
34. The development impact of the SPMP at this point in time is not clear as there is no reliable 
data to measure it. Given the short time frame over which the program was implemented,  
it is too early to judge whether it had an impact on overall service delivery.  
 
B. Performance of the Borrower and Executing Agency 
 
35. The PCR assessed the performance of the Government of Nepal and the executing 
agency satisfactory despite the lack of national champions, inadequate coordination among the 
executing agency and implementing agencies, and the disconnect among the implementing 
agencies for PFM reforms at the central and local levels. The PEFA Secretariat rarely convened 
the program steering committee and did not relate well with MOFALD when the latter carried out 
the subnational PEFA assessment. Inadequate coordination among the MOF, National Planning 
Commission, and MOFALD also led to delays in preparing the MTBF. The PCR rated MOFALD’s 
performance adequate in coordinating with all local bodies despite lapses in communication, 
supervision, and administrative and technical support to local bodies.  
 
36. Staff turnover also affected SPMP’s performance. The benefits of SPMP training provided 
to a group of MOFALD staff were not realized as most of these staff had been transferred within 
1 year of training and were not available to prepare the 2016–2017 to 2018–2019 MTBF  
(footnote 19). 
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37. The PCR noted that, throughout the program’s life, the government increasingly accepted 
international TA when these demonstrated added value.21 The government also worked to 
redress SPMP weaknesses through a performance improvement plan that addressed early 
delays. These bright spots provide some balance to the shortcomings admitted in the PCR and 
in others, as pointed out above. For this reason, this validation assesses the government and/or 
executing agency performance satisfactory.  
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
38. The PCR rated ADB and cofinanciers’ overall performance satisfactory. Cofinancing by 
DFID and EU was pointed out as an endorsement, and coordination with the government and 
development partners was noted. The frequent reviews, and the early delegation (September 
2013) to the Nepal Resident Mission were offered as evidence of good management. The PCR 
acknowledged that better coordination among development partners could have saved time in 
processing the increased grant amount and the subsequent cancellation of the program portion; 
the inability of the EU to delegate grants for policy-based programs did not surface until well into 
the program. The rather poor start of ADB in managing the program (accounting to some extent 
for the delays) was corrected over time. DFID itself noted that reporting, communication,  
and coordination with DFID improved. Moreover, it noted that when ADB and DFID worked 
together in the field reviews, the engagement with government was more productive  
(footnote 18). Overall, the corrective steps taken over the life of the program, to some extent, 
compensated for the weaknesses in the process of program design. This validation rates the 
performance of ADB and cofinanciers satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings 
 
39. ADB responded to the Government of Nepal with timely support that was relevant to the 
country’s efforts to build state capacity to build on the peace process and to transform the state 
into a federal model. ADB provided an important subnational element in the overall PFM reforms 
that was underway. It did so in a fragile, difficult, and turbulent national context. Its preparations 
in design did not adequately consider key government reforms already underway. Delays and 
challenges in coordination and approaches to project management led to some inefficiencies. 
The grant program with its supporting TA did attain key outputs that formed the policy actions of 
the program—leading to the program’s assessment as effective. The program was unable to 
sufficiently adapt its results and approaches with the shifting requirements imposed by the 
transformation to a federal structure. Nevertheless, many of the outputs are considered 
sustainable. Combining these ratings, this validation considers the program successful (Table 4).  
 

Table 4: Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Effective Effective  

Efficiency  Efficient Efficient  

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall Assessment Successful Successful  

                                                
21 Apparently, the government saw no added value in the SPMP grant covenant of preparing a final report as it chose 

to address (some) SPMP issues in its report, which was conducted through LGCDP II. 
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Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Preliminary 
assessment of impact 

Satisfactory Less than 
satisfactory 

It is too early to judge whether the public financial 
management changes supported by the 
Strengthening Public Management Program would 
have an impact on public service delivery.  

Borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory Para. 43. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program completion report. 
Source: ADB Independent Evaluation Department. 

 
B. Lessons  
 
40. Lessons cited in the PCR have value. Working toward horizontal and vertical coordination 
within government, and between government and others, is crucial as reforms at central and 
subnational levels eventually need to mesh. Equally valid is the assertion that policy reforms take 
time and effort, especially at the local level where capacities are limited. Working for an 
institutional impact is also important, to make progress less dependent on individuals. The PCR 
also underscored the need for sequencing, indicating that pilot activities need to be followed by 
appropriate stocktaking and tailoring before effective rollout. But overall, PBL should avoid 
supporting pilot works where there is no strategy for scaling up. On IT rollouts in SNG,  
the government needs to consider the varying levels of readiness in staff skills, data, and resource 
requirements, and to adjust implementation timelines accordingly.  
 
41. To these lessons, this validation adds three others, encompassing country, sector,  
and results framework and methodology levels.  
 

(i) Country-level lesson. Strengthening PFM in a country that is undertaking peace 
building and state restructuring is challenging. Progress will be incremental and 
contingent on improvements in related areas of reform (e.g., civil service reform). 
Working toward a long-term horizon, in a flexible way, and with attention to 
sequencing and overall coherence, is essential. In an uncertain policy context,  
a programmatic approach to the PFM reforms would have been more appropriate 
than a stand-alone PBL.  

 
(ii) Sector-level lesson. Strengthening PFM systems at subnational levels require 

delineation of key institutional arrangements of the chosen federal system. This is 
to allow PFM reforms to dovetail with other reforms (e.g., performance-based 
granting needs to link closely with the assignment of functions). Interventions need 
to be selected and designed to stay relevant as state restructuring proceeds. 
Attention to connecting subnational PFM to the main PFM reform agenda is also 
needed.  
 
This requires key national agencies to engage with each other productively to 
reduce unhealthy competition in achieving reforms. 

 
(iii) Results framework and methodology-level lesson. In designing the desired 

outputs that are linked to higher-level results, it is important to be consistent within 
particular operations and across operations that form the program. The SPMP 
labored under the weight of multiple and similar but nonetheless distinct outputs 
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stated in its RRP, DMF, policy conditionalities, and accompanying TA components. 
The reporting of performance became more difficult because of these 
inconsistencies.  

 
C. Recommendations for Follow-Up  
 
42. Follow-up actions suggested in the PCR seek to bring some of the uncompleted efforts of 
SPMP to fruition through an additional policy-based program, again supported by a TA  
(PCR, Appendix 7) and focused on subnational levels. This is warranted in view of the enhanced 
role that subnational levels of government are expected to play under the new Constitution of 
Nepal. An additional area of PFM to complete the list in the PCR is the subnational PEFA.  
The 2015 PEFA, with its subnational component, was an important aid to further program design 
for initiatives oriented to SNG. To maximize the use of the 2015 PEFA exercise, it is crucial that 
a subnational PEFA be conducted again soon. While comparability against the 2015 baseline 
may not be fully possible (due to state structure reforms), the comparison will help ascertain more 
definitively the effectiveness and sustainability of ADB support to date and provide an updated 
baseline for subsequent support design and measurement.   
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Comments on Program Completion Report Quality 
 
43. The PCR quality is satisfactory. It provided extensive program information, and important 
operational insights. In view of the less than efficient rating given to the accompanying TA,  
and the delays in the grant effectivity and/or disbursement, more information would have been 
expected on this in the efficiency assessment. The PCR could have better situated the SPMP 
against the FRRAP and its indicators to allay the concern of the cofinancier that the policy actions 
may not add up to a coherent program of reform. The PCR could have been more realistic in its 
assessment of sustainability, noting the lack of information on follow-up application and on scaling 
up.   
 
B. Data Sources for Validation 
 
44. Data sources for this validation were the PCR, the RRP, progress report for the release of 
the second tranche, back-to-office reports, and aide memoire on the program review missions. 
The TA final report, DFID (cofinancier) annual and/or project review reports, the World Bank,  
and media sources were also used as references in this validation.  
 
C. Recommendation for Independent Evaluation Department Follow-Up 
 
45. The IED should consider undertaking a project performance evaluation report for the 
recent program at a later stage. If the Government of Nepal presents a strong demand for an 
immediate follow up, ADB will need to ensure that there is a robust bridging and/or analytical work 
to ensure sufficient subnational PFM diagnostics and to provide a strong base for the design of a 
follow-on program. 



 

 

SUSTAINABILITY POSITIONING OF REPORT AND RECOMMENDATION OF THE PRESIDENT OUTPUTS  

SARD Response to Appendix 1: Sustainability Positioning of RRP Outputs 

Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

1. Local government budget and fiscal management  

Strengthening 
participatory planning 
processes to help 
enforce implementation 
of local governance 
guidelines, including 
allocation of block 
grants and funding for 
women, children, and 
disadvantaged groups. 

Guidelines were issued 
but were superseded in 
2017 by guidelines 
pertaining to the new 
federal framework.  

The new federal framework only 
provides Local Governance 
Operations Act. LGs can 
develop their own guidelines in 
line with the Act. However, 
given the low capacity of LGs, 
Ministry of Federal Affairs and 
General Administration 
(MOFAGA) has been providing 
the LGs with model policies and 
guidelines, which most LGs are 
following. Allocation for women, 
children, and disadvantaged 
groups continue in these 
guidelines, which many LGs are 
found willingly complying.  
(MOFALD is renamed as 
Ministry of Federal Affairs and 
General Administration under 
federal structure) 

No doubt some items 
that were in guidelines 
influenced by SPMP will 
live on in some form in 
the new guidelines or 
self-made guidelines of 
the LGs. But the 
uncertainty itself in what 
will continue is what 
leads to IED to assess 
the sustainability of the 
SPMP influenced 
products as less than 
likely sustainable. 

ADB’s Nepal PATA, completed 
in April 2018, provided guidance 
to MOFAGA and prepared a 
PFM manual which included 
guidance for grant distribution to 
local governments. The GON 
new intergovernmental fiscal 
transfer guidelines are taking into 
account LG needs. So, this 
policy will continue and is 
sustainable under federal 
structure. 

Introducing 
performance-based 
grants for VDCs  

Pilot was conducted, 
and MC&PM manuals 
adapted by 2014 but 
MC&PM system as a 
whole, needs to be 
refashioned to align 
with fiscal federalism 
(e.g., addressing sector 
outcomes rather than 
just cross-sector 
financial governance); 
this will be a long and 
challenging effort.  

Though MC&PMs have been 
discontinued, government is 
keen to reinstate this under 
performance grant to promote 
fiscal discipline under the new 
fiscal federalism. Also, fiscal 
federalism does not focus on 
sector outcomes but on 
development outcomes. 
Subnational governments have 
the authority to utilize central 
transfers on their priority areas, 
except for the conditional 
grants. 

Intergovernmental Fiscal 
Arrangement Act 2017 
(2074) creates “Fiscal 
Equalization Grants”, 
“Special Grants” 
“Complementary Grants” 
and “Conditional 
Grants”; none seem to 
correspond to the Block 
Grants that existed 
under the MC&PM 
system. 

‘Block grant’ was the term used 
earlier (unitary system) for 
‘unconditional grant’, which is 
similar to ‘equalization grant’ 
(term used under federal 
context). It is not that block grant 
was a part of MCPM but the 
other way around. In fact, based 
on MC&PM results, additional 
funds (on top of the block grants) 
were provided to LGs.  
The government is planning to 
attach certain indicators to the 
grants to LGs, particularly to the 
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SARD Response to Appendix 1: Sustainability Positioning of RRP Outputs 

Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

conditional grants as these are 
targeted to implement national, 
international, and sectoral 
policies and standards, e.g., 
SDGs. 

Applying a medium-
term budget framework 
for DDCs and 
municipalities  

MTBF work has 
“stalled” according to 
the TA final report. 
Work at municipal level 
has not really started. 
Only MOFALD has an 
MTBF and it struggled 
to prepare it over two 
years and to have it 
included in the 2017 
budget. No 
implementation 
monitoring mechanism 
accompanied this 
budget. Nepal needs to 
focus on earlier stages 
of MTEF first.  

MTEF is still used though its 
effectiveness is low and that is 
primarily due to the disconnect 
from the budget. MTBF will 
therefore be helpful in 
enhancing this linkage. While 
there are other fiscal priorities 
of the government at the 
moment, MTBF will be used 
along with MTEF as the 
government has acknowledged 
(at various forums) the 
importance of enhancing fiscal 
planning. Thus, the 
development of MTBF is not a 
wasteful reform initiative. 

The World Bank MTDF 
commissioned ODI in 
2013 to assess PFM in 
Nepal. Their view of 
MTBF for MOFALD was 
that “An MTBF by its 
nature (needing a strong 
top-down spending 
constraint) requires 
some of the 
institutional 
preconditions for 
centralized budget 
authority that Nepal 
currently does not have.” 
It is not clear at this point 
whether the federal 
transition has improved 
the national institutional 
matrix in this regard.  

IED’s response is not clear. Our 
argument is that as government 
is gearing towards improving 
financial planning and fiscal 
discipline under the federal 
context, having the planning tool 
(MTFB), which has already been 
developed and tested will come 
in handy for the government to 
use once the required legal 
framework is put in place. The 
piloting of the MTBF raised 
awareness among MOF and 
MOFALD officials on more 
appropriate budgeting tools and 
there is an interest to implement 
that given its merits compared to 
the old top down budgeting tools. 

Institutionalizing results-
based management for 
local governments 
through the 
development of a 
results framework and 
the introduction of 
annual performance 
plans for local officials  

Results-based 
monitoring tool was 
introduced for DDCs, 
but the DDCs are now 
converted to 
coordination bodies; not 
clear if results-
monitoring tool will be 
used at municipal level.  

Even though DDCs are 
converted to coordination 
bodies, officials who worked in 
DDCs have now been deputed 
to LGs (urban and rural 
municipalities) and are 
equipped/skilled to utilize these 
tools and framework. In fact, 
several LGs (we have visited 
last year during field visits) have 
prioritized results-based 
planning and monitoring.  

Capacity development 
that is based on 
individual orientation has 
had little success, in 
Nepal and elsewhere. 
Individual training needs 
to go hand in hand with 
institutional systems and 
incentives to perform. It 
remains to be seen what 
the national level 
and provinces will 

Agree that individual capacity 
development needs to match 
with institutional development but 
cannot dismiss the gains made 
under capacity development. 
After all, one of the key factors 
for good institutions is skilled 
human resource. 
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SARD Response to Appendix 1: Sustainability Positioning of RRP Outputs 

Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

fashion in terms of 
results frameworks. 

Enhancing revenue 
management of 
municipalities through 
the piloting of a 
municipal 
administration revenue 
system (MARS)  

MARS pilot was still 
ongoing at end of 
program. Strategy for 
tailoring and 
dissemination was 
developed in a 
subsequent TA, but its’ 
roll out has yet to start; 
it will surely be 
arduous, particularly as 
MoF is not supportive 
and has initiated its 
own ICT program for 
LBs to manage 
financial information.  

A committee with 
representatives from MOF, 
MOFAGA, and FCGO has been 
formed to assess all available 
PFM IT systems (including 
MARS) and to choose the best 
one. Thus, MARS has not died 
yet. It was not the case that 
MOF was unsupportive of 
MARS, it was only one 
individual of MOF, who had 
reservations, and he has 
already been transferred.  

That is good to hear, it is 
this kind of whole of 
government support that 
any system will need. 
But if MARS is not dead, 
it is certainly not alive 
and well – and about to 
be disseminated. That is 
all IED is pointing out. 

There is only so much a 
development partner/donor could 
do to help the government. The 
decision to take it forward, let it 
perish, make the most out of 
it….all depends on the 
government decision/leadership 
and in countries like Nepal, the 
decisions are largely individual 
based than institutional. In the 
case of MARS vs other PFM IT 
solutions, though MOFAGA 
made a ministerial decision to 
roll this out to all municipalities 
and in fact went ahead and 
established the system in 14 
municipalities, it faced setbacks 
due to different interest of 
MOF/FCGO, supported by some 
donor partners, which in fact 
goes against donor coordination 
and harmonization 

2. Fiduciary risk management at the local government level. 

Computerization of 
accounting systems in 
DDCs, municipalities, 
and VDCs  

Of 1,352 VDCs, 300 
were using the 
software, and 46 of 
these were converted 
into municipalities. 
Overall, the system is 
no longer relevant.  

Relevance of the system is not 
the only desired result. 
Introducing those LG officials to 
IT based PFM system was an 
important milestone and a 
critical step towards digitization. 
The IT skills of these officials 
developed through this scheme 
have been and will always 
remain relevant and useful.  

See previous comments 
on “familiarization” and 
over reliance on 
individual skills as a 
foundation for system 
improvement. 

Same comment. Not all is lost. 

Improving management 
and accountability of 

Not clear in PCR or 
other documents 

Public audit is mandatory for all 
infrastructure projects and are 

True, though the 
coverage and quality has 

Issue of quality is universal in 
Nepal – in every single project 
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SARD Response to Appendix 1: Sustainability Positioning of RRP Outputs 

Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

user groups through 
public auditing  

whether any 
achievement was 
attained.  

conducted in most projects 
implemented by user groups. 

been questioned. But we 
are focused here on 
what the RRP was 
promising in terms of 
supported work areas, 
and it seems the 
program/TA did not 
really pursue this work. 

and program. Public auditing is a 
part of the resource mobilization 
guidelines that ADB/SPMP 
supported. 

Strengthening civic 
oversight through 
capacity building of 
ward citizen forums and 
citizen awareness 
centers, as well as 
adoption of guidelines 
on public and social 
audits  

It is unclear what CD 
measures were applied. 
However, the 
proportion of 
community-level project 
selection through ward 
citizen forums and 
Citizen Awareness 
Centers increased to 
80%, which is a good 
indicator of increasing 
role and capacity.  

Empowerment of citizen forums 
and citizen awareness centers 
is one of the success stories in 
local governance reform in 
Nepal. Though these 
forums/centers no longer exist 
in federal Nepal, the culture of 
demanding services and 
holding LGs accountable 
continues without any external 
support.  
We also witnessed the ongoing 
culture of community 
participation and civic 
engagement during our field 
visits as reflected in Appendix 8 
of PCR. 

IED concurs with much 
of the Operations 
statement here, but this 
does not explain what 
the program did to 
further civic oversight. 

The program provided 
community grants (through local 
governments) to these forums, 
which improved their livelihoods 
and kept them motivated to stay 
engaged in local governance 
processes. It also made them 
realize that only by demanding 
will they get better public 
services, which are their rights, 
and this legacy continues even in 
the current federal context. 
These community people go to 
LGs and demand projects that 
directly enhances their 
livelihoods. We suggest that you 
refer to the write up and case 
studies we provided to Ms. 
Joanne Asquith about the 
success impact of the poverty 
reduction and community 
participation impact of CACs and 
WCFs and how it transformed 
the public accountability in the 
rural context in Nepal. 

Enhancing 
transparency in local 
governance through 
development of 

All DDCs had 
established websites by 
FY 2015, but these 
bodies are no longer 

Several LGs have websites and 
are mandated to disclose their 
financial/audit reports in their 
websites. 

This is certainly an 
aspect of past progress 
that hangs on future 
commitment/guidelines 

Response not clear. The point is 
that the practice of posting 
updates/reports in websites 
enhances transparency, which 



4       Appendix 1 
 

 

SARD Response to Appendix 1: Sustainability Positioning of RRP Outputs 

Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

websites that will 
disclose local 
government revenues 
and expenditures 

local government 
levels. It is not stated in 
the PCR whether 
municipal/village 
councils have websites 
and how financial 
disclosure is 
proceeding (in FY2016, 
of around 3,500 LBs, 
1,095 published their 
income and monthly 
expenditure statement 
and 1,848 published 
their final audit reports 
on their websites). 

under federalism, adding 
to our low confidence on 
sustainability. 

began under LGCDP/SPMP and 
is to be continued. In fact, with 
the locally elected officials, one 
could be positive that 
transparency and accountability 
will improve in the federal 
governance. 

Reinforcing oversight 
mechanisms of 
MOFALD through 
support for its good 
governance unit  

No work on the good 
governance unit of 
MOFALD was reported 
in the PCR.  

The good governance unit was 
restructured. 

Hence sustainability is 
not in the cards in this 
specific context. 

Subjective statement. 
Sustainability should be 
assessed broadly and not based 
on few indicators alone. 
We provided evidence about the 
improvements in PFM PEFA 
assessments as well other 
metrics. 

Strengthening external 
and internal audits of 
local governments 
through the formulation 
and implementation of 
auditing guidelines and 
development of an audit 
clearance tracking 
system  

Risk-based internal 
audit guidelines that 
were produced are not 
being applied.23 A 
great deal of 
institutional change and 
capacity development 
would be needed to 
make the guidelines 
operable.  

The government is already 
planning to introduce risk-based 
audit in its effort to improve 
internal audit of LGs, which has 
been identified to be poor (as 
per the PEFA report). The risk 
based internal audit guidelines 
prepared under SPMP remains 
relevant and useful.  

It is quite likely that 
aspects of the risk-based 
guidelines for internal 
audit remain “relevant 
and useful” as stated by 
Operations, but this is 
not the case for external 
audit. 

SPMP did not support external 
audit. We are only talking about 
internal audit. On the technical 
audit, NVC was strengthened and 
under Nepal PATA technical audit 
manual was prepared subsequent 
to completion of SPMP. Thus, 
ADB operations contributed to 
strong capacity building in audit 
field in general.  

3. Public procurement reform     

Establishment of 
procurement units in 

DDCs are now 
coordinating bodies. It 
is not clear from PCR if 

Procurement units are being 
established in all LGs (urban 
and local municipalities) 

Agree that some 
possibility for 
sustainability of some 

Comment not clear. Why don’t 
we accept the fact that LGs have 
procurement units, which is a 



Appendix 1       5 
 

 

SARD Response to Appendix 1: Sustainability Positioning of RRP Outputs 

Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

DDCs and 
municipalities  

procurement units have 
been established under 
municipal/village 
councils.  

elements of approaches 
to establishing 
procurement units exists 
– provided government 
sees the value of 
plucking these out from 
SPMP products. 

good step towards 
institutionalization of 
procurement reforms. 
All local governments are 
mandated to use the e-GP 
procurement system and publish 
their procurement plans. These 
are important institutional 
changes in a country where 
procurement risks were very big 
earlier as diagnosed by FRRAP. 

Development of annual 
and master plans for 
procurement in local 
governments  

PCR notes that all 
DDCs and 
municipalities prepared 
procurement plans in 
FY 2017. This augurs 
well for municipalities to 
continue to do that in 
the future.  

Preparation of procurement 
plan by all procuring entities is a 
requirement under Public 
Procurement Act and regulation 
and is further stressed in the 
budget. 

Agree, though rural 
municipalities will 
struggle with this 
challenge. 

Not necessarily. If they are 
entrusted with the responsibility 
to procure, they should have the 
capacity to plan and execute. 
They should be responsible to 
address their capacity gaps, if 
any, accordingly. There are 
supports available for this, e.g. 
ADB supported Capacity 
Development Resource Center 
(CDRC), which provides free 
training on various disciplines, 
including procurement. DDCs 
have also received procurement 
training at the local level and 
rural municipalities can also 
access to this human resource. 

Development of 
standard bidding 
documents in Nepali for 
procurement at the 
VDC level  

It is not clear from PCR 
if of standard bidding 
documents in Nepali for 
procurement are now 
available for village 
councils.  

VDCs have been restructured 
into LGs (municipalities). They 
are required to use the standard 
bidding documents, which has 
already been prepared with 
appropriate customization.  

Noted (IED did not 
ascertain the 
instruments post-
constitution that guide 
procurement at LG 
level). 

 

Capacity building of 
procurement staff in 

Training included DDCs 
and municipalities, but 
numbers not provided. 

Training included municipalities 
(now LGs) as well and PPMO 
has been continuing with 

Noted (Extent of training 
was not ascertained by 
IED). 
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Key Outputs/ 
Activities  

Sustainability 
Positioning 

SARD Comments 
(14 November 2018) IED Response 

SARD Response 
(17 December 2018) 

DDCs and 
municipalities  

DDCs are now 
coordinating bodies, 
and CD plan for 
procurement in 
municipalities is not 
clear.  

training of LGs. Also, ADB 
supported ‘capacity 
development resource center 
(CDRC)’ provides regular 
training on procurement to 
central, subnational, and LG 
officials. 

4. Oversight and accountability capacity building  

Support the 
government’s National 
Strategy against 
Corruption 2012, 
including Anti-
Corruption Strategy and 
Work Plan of the NVC.  

Not clear in PCR what 
was achieved and if 
NVC is better 
positioned to fulfill its 
mandate. Its proposal 
for a more independent 
role has not been 
heeded by Cabinet.  

Institutional strengthening of 
NVC, including the preparation 
of the proposal to upgrade its 
status to commission were 
undertaken, which remain valid 
to date. 

Strategies/proposals 
may indeed still be 
relevant. Here IED is 
simply indicting that the 
upgrading has not 
happened. 

Upgrading has not happened yet 
due to other priorities of the 
government, which are more 
urgent. 

Strengthen NVC’s 
technical audit capacity 
and expand its 
corruption prevention 
tools.  

NVC submitted to the 
Office of the Prime 
Minister and Council of 
Ministers in February 
2016 a draft bill 
proposing amendments 
to the NVC-related 
Article 38 of the 
Corruption Prevention 
Act (CPA), 2002, but 
this does not appear to 
have been taken up.  

The Corruption Prevention Act 
is being revised (under the 
federal structure) and hopefully 
will address NVC-related 
issues. 

Agree that this is more of 
a hope rather than a 
fairly certain likelihood. 

Certainty’ is elusive, particularly 
in a country like Nepal (in the 
given political economy realm). 
This is the case in every 
development intervention, not 
only in this program. 
 

Development of a 
corruption vulnerability 
diagnostic instrument 
that can be used to 
assess the corruption 
risks and safeguards of 
public investment 
projects  

NVC developed a 
strategy to enhance its 
advocacy and 
preventive anti-
corruption work in 
2016. A diagnostic 
report was developed 
to improve technical 
audits.  

Remains valid and in use. Noted.  
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ADB = Asian development Bank, CACs = citizen awareness centers, CDRC =  capacity development resource center, CPA = Corruption Prevention Act,  
DDCs = district development committees, e-GP = e-government procurement, FCGO = Financial Comptroller General’s Office, FRRAP = fiduciary risk reduction action 
plan, GON = Government of Nepal, ICT = information and communication technology, IED = Independent Evaluation Department, IT = information technology,  
LB = local bodies, LG = local government, LGCDP = Local Governance and Community Development Programme, MARS = municipal administration and revenue 
system, MC&PM = minimum condition and performance measure, MOFAGA = Ministry of Federal Affairs and General Administration, MOFALD = Ministry of Federal 
Affairs and Local Development, MTBF = medium-term budget framework, MTDF = Multi-Donor Trust Fund, MTEF = medium-term expenditure framework,  
NVC = National Vigilance Centre, ODI = Overseas Development Institute, PATA = policy advisory technical assistance, PCR = program completion report, PFM =  public 
financial management, PPMO = Public Procurement Monitoring Office,  RRP = report and recommendation of the President, SARD = South Asia Department,  
SDGs = sustainable development goals, SPMP = Strengthening Public Management Program, TA = technical assistance, VDC = village development committee, WCFs 
= ward citizen forums.   
Source: ADB Independent Evaluation and South Asia Regional Departments.  


	PROGRAM BASIC DATA
	I. PROGRAM DESCRIPTION
	II. EVALUATION OF PERFORMANCE AND RATINGS
	III. OTHER PERFORMANCE ASSESSMENTS
	IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS
	V. OTHER CONSIDERATIONS AND FOLLOW-UP

