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Abstract

Nepal has been adopting the decentralization principle as a national policy reform es-
pecially after re-establishment of democracy in 1990s. The main aim of decentraliza-
tion is to distribute the benefits of development equally to all the citizens in the coun-
try who are marginalized, excluded and deprived of their social, political and economic
rights. Towards this end, the local bodies- District Development Committees, Mu-
nicipalities and Village Development Committees- were reformed and empowered
with social, administrative and financial authorities so that they can generate the reve-
nues and utilize in their development cause to the extent possible on participatory ba-
sis. The Local Self Governance Act, 1999 and Local Self Governance Regulations
along with the guidelines have delegated the authorities and responsibilities to these
local bodies. As Village Development Committees are the immediate government to
the local people, it has vital role in promoting participatory governance and commu-
nity development as well as bridging the local people to the central. Recognizing the
vital role of the Village Development Committees in the delivery of goods and set-
vices, government has been providing grants from mid 1990s to them and the amount
of grant has been increased up to 3 million now from 0.3 million in the beginning.
Currently, the local bodies are headed by the government employees such as Local
Development Officer as District Development Committee head, Executive Officer as
Municipality head and Secretary (grassroot level officer in bureaucracy) as Village De-
velopment Committee head in absence of elected councillors for over a decade. Fre-
quent transfers of the Village Development Committee Secretaries and political vac-
uum in the Local Bodies have led to higher levels of dominance of disorganized local
politics in the utilization of funds. As a result, the central grant is not being utilized
efficiently and effectively. Moreover, the institutional units as provisioned in the Local
Self Governance Act, 1999 and Local Self Governance Regulations, 2000 are arranged
differently at different locations and most of them are functioning far below the ex-
pectations of Local Self Governance Act. Community participation, transparency and
accountability as well as the outputs of the development projects are largely not ap-
propriately tuned to the policy framework. The analysis of the current capacity (Hu-
man, Organizational, and Institutional) of local bodies points to an urgent need for
change in the functioning of local bodies in order to meet the spirit of the Local Self
Governance Act.

Relevance to Development Studies

Governance is a critical dimension in development studies. It is as difficult to under-
take development studies without understanding the concepts of governance as it is to
understand human beings without knowing the way they think and behave. After all
development is governed by defined and undefined rules prevailing and practiced in a
society. This research study has attempted to uncover how the defined rules of the
decentralization as a policy reform strategy adopted by Nepali state work at the grass-
roots level, a space where both defined and undefined rules have to interplay.

Keywords
Decentralization, Accountability, Capacity Building, Participation, Community Devel-
opment.
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CHAPTER ONE
INTRODUCTION

This research paper intends to find out the obtaining governance process
in the absence of elected councillors at the lower level of governments of Ne-
pal, particularly in the VDCs, through analysis of both primary and secondary
information collected from various sources including the field work in selected
VDCs. There are six chapters in this paper. Prior to proceeding on that direc-
tion, it is felt important to give some background information leading to the
raised problem and subsequent findings. The first chapter provides general in-
troduction of Nepal.

1.1 Nepal at Glance

Nepal is a small landlocked and largely mountainous country spread over
1, 47,181 square kilometres. The country is positioned between the Tibet of
People’s Republic of China to the North and India to the South. Nepal is con-
sidered to be one of the richest countries in terms of biodiversity and mighty
Himalayas. “Despite its small size, Nepal is characterized by a cultural assort-
ment of religions, languages, caste, ethnic groups and indigenous people.”
(Bhattarai 2004:299). For the governance and administrative purposes, Nepal is
divided into 5 development regions, 14 zones, 75 districts, 3633 village devel-
opment committees (VDCs) and 130 Municipalities. Each VDC and Munici-
pality is further divided into wards. Each governance unit has its own adminis-
trative centre that coordinates the administrative and development activities
within and with the central government. Kathmandu is the national capital and
all the lower government units are guided and directed from ministries, all of
them residing here.

Table- 1: Nepal at glance

Population 27 million
Ethnic Groups 120
Languages 100
Population Density 181/sq km
Percentage of female 51%
Average Family Size 4.7
Percentage of Children and Youth under 18 years 48%
Population residing in rural areas 83%
Poverty Head Count Rate 25.16%
Per Capita Income $377
Human Development Index 138 th

Source: Ministry for Foreign Affairs of Finland and UNDP 2014

1.2 Decentralization Efforts in Nepal

Nepal has been trying to establish decentralized governance system since

1940s. It had however; succeeded to set up such a system only in the late
1980s. As Adhikari (2010:1) writes, “Promulgation of the constitution in 1948
during Rana Period for the first time conceived the horizontal diffusion of
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power and creating some sub-national bodies allowing citizenry participation in
governance, although was never been operationalized”. In the Constitution of
Nepal 1962, decentralization was taken as a major state policy aiming to in-
volve the people in the planning and development of the country from the
lower level. “Towards the attainment of these goals, the government first es-
tablished a country-wide network of local institutions, originally a three-tier
system: village/town panchayat, district panchayat and zonal panchayat (the
zonal level was later abolished)” (Dhungel et al., 2011: 44).

Although the roles, powers and functions of local bodies were defined in
the Constitution of 1962, however; in real ground they were serving as an ex-
tended arms with limited power rather than the autonomous bodies. Donnges
et al. (2005:8) adds “In 1962, the country was administratively divided into 75
districts, 14 zones, 3600 villages and 18 municipalities with a view to better
manage the Nepali State for attaining the development aspirations of the Gov-
ernment and the demands of the people... Peoples’ participation in develop-
ment at local-level was viewed more as a political agenda”.

After many attempts to re-establish democracy in the country, it was mate-
rialized only in 1990 through the peoples’ movement in coordination of major
political parties and the public. One of the key agenda of the movement was to
decentralize governance system providing effective space for people to partici-
pate in their development process thereby mainstreaming the socially, eco-
nomically and politically excluded marginalized and disadvantaged groups. The
first elected government with the promulgation of democratic constitution
1991 and decentralization as the national policy reform could change the po-
litical structure of Nepal from absolute to constitutional Monarchy with Bi-
cameral Parliament having executive cabinet and independent judiciary. In line
with the reform drive, institutional and functional mechanisms prevailing in
then existing state organs including I.LBs were changed to suit democratic sys-
tem of governance. They got new names to reflect the democratic principles.
District Panchayat, Nagar Panchayat and Village Panchayat were renamed as
District Development Committee (DDC), Municipality and Village Develop-
ment Committee (VDC) respectively. Brief note of the Panchayat System has
been provided in the annex 4. “To materialize the essence of constitutional
provision, first elected government of 1991 promulgated four separate Acts—
District Development Committee (DDC) Act, Village Development Commit-
tee (VDC) Act, Municipality Act, and the Local Bodies Election Act—in 1992.
These acts, along with the Working Procedure Rules (1993 and1994), appeared
to be the vital legal instruments for building local democratic institutions and
micro level for the dispersal of power, authority for resource generation and
planning from below” (Dhakal, 2005 cited in Adhikari, 2010:6-7). As a result,
decentralization process took momentum in the country during early 90s based
on these acts.

The momentum was, however, disturbed with the waving of violent con-
flict by the Maoist in 1996 which lasted for a decade. During this period, the
local bodies suffered more than any other state institutions. It is, however, in-
teresting to observe that the LBs managed to survive despite the threats due
mainly to the understanding of importance of LBs in bringing difference in



governance among the local people that was significantly raised after the im-
plementation of decentralization policies of the government during early 90s.

Finally, the joint people's movement of 2005 succeeded dismantling the
existing system of governance and allowed political parties to reach Compre-
hensive Peace Agreement and promulgate an interim constitution aiming at
writing a new constitution through elected constituent assembly. The interim
constitution went one step further in promoting decentralized governance sys-
tem in the country through commitments for introducing a federal system of
governance in the new constitution. “The Interim Constitution of Nepal 2063
(2000) furthers the concept of decentralization in Nepal and endorses it as a
means for the overall equitable development of Federal Democratic Republic
of Nepal” (PRAD Nepal, 2009:11). As the new constitution of the country is
yet to be promulgated, the LBs are still regulated by the Local Self Governance
Act (LSGA), 1999 and Local Self Regulations (LSGR), 2000.

Apparently, Nepal Government has been continuously trying to firmly set
decentralization into motion and enhance the capacity of local governments
through empowering them in exercising the power entrusted upon them, the
pace has, however; been very slow pointing to the fact that democracy is still in
evolving phase and there is much to do in order for democracy to bring its re-
sults to the grassroots level.

1.3 Local governments of Nepal

Local government entities are created under different legal authorities in
different countries with varying degree of power entrusted upon them. “Local
government refers to specific institutions or entities created by national consti-
tutions (Brazil, Denmark, France, India, Italy, Japan, Sweden); by state consti-
tutions (Australia, the United States); by ordinary legislation of a higher level of
central government (New Zealand, the United Kingdom, most countries); by
provincial or state legislation(Canada, Pakistan), or by executive order (China)
to deliver a range of specified services to a relatively small geographically de-
lineated area” (Shah and Shah, 2007: 72). In Nepal, the local governments are
created by national Constitution.

In line with the legal framework of decentralization, Nepal has arranged
government structure primarily in two levels - Central and Local. Central gov-
ernment consists of council of ministers and line ministries where as DDCs,
Municipalities and VDCs constitute Local Governments. “The central gov-
ernment is structured as a council of ministers at the top with a downward
structure of line ministries and departments extending their branches and ac-
tivities into the regions, districts and VDCs/Municipalities. The developmental
role of this structure is to provide (or to facilitate) various services to people to
meet their basic, social and economic needs and facilitate tapping the country’s
development potentials” (Donnges et al. 2005:9).

Ministry of Local Development (MLLD) recently renamed as Ministry of
Federal Affairs and Local Development (MoFALD) is the highest authority in
handling the local governments in Nepal. It is the biggest Ministry in terms of
its institutional size. The Local governments are also called local bodies. “Local
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Body” means the Village Development Committee, Municipality and District
Development Committee” (LSGA, 1999:1). There are 75 DDCs in Nepal
which are the top tiers whereas Municipalities in the urban areas and VDCs in
rural areas come into the second tier of local governments. Each Municipality
and VDC is further divided into wards. Municipalities have 9-35 wards, num-
ber varies depending on the population size and VDCs have 9 wards. The
chart below provides the scheme of obtaining government structure in Nepal.

Chart 1: Local Government Structure

l

Ministry of Federal Affairs and Local
Development

—~Central Goverment

First Tier of Local

75 Poes Goverment
130 Second Tier of
Municipalities 3633 VDCs Local Goverment
9-35 Wards 9 Wards

The LSGA, 1999 and LSGR, 2000 cleatly lay down the composition, func-
tions, authority and resources domain of local government entities. As illus-
trated in LSGA, the basic purpose of decentralization is to bring government
services closer to people and deliver them in an effective and efficient manner
and providing conducive conditions for active participation of local people in
the development process. The local governments -DDCs, Municipalities and
the VDCs are playing vital roles in translating the purpose into reality, though
the capacity of these local bodies needs considerable improvement.

1.4 Village Development Committees (VDCs) and their roles

VDCs are the autonomous institutions and have authority for interacting
with other local partners in the community as a government body at the local
level. Organizing community people structurally at local level, creating greater
public-government interaction and administration for improved service deliv-
ery system, among others, are the major tasks of the VDCs as defined by the
LSGA and LSGR. VDCs are playing vital roles in bridging the local communi-
ties with the central as central government is not easily accessible to the locals
and provide blue prints, one size fits all services without analysing the local
context, NGOs cannot operate entirely and handle the local accountability
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pressure and COs/CBOs have limited financial resources and they serves to
the very local community group interest. “His Majesty’s Governmentl may,
taking also into account the geographical situation, population, communal
unity or diversity of inhabitants, specify any rural area in the Kingdom of Ne-
pal, as a village development area, and set out the four boundary thereof”
(LSGA, 1999: 3). “The term ‘village development committee’ is commonly
used to refer both to the geographical area and the executive VDC committees
of elected and nominated VDC officials” (Inlogos, 2009: 1). The 3633 VDCs
in the country perform according to the stated roles by the LSGA, 1999 (p. 11-
14) which are agriculture and drinking water, work and transport, education
and sports, irrigation, soil erosion, river control, physical development, health,
forest and environment, language and culture, tourism and cottage industry
and some other miscellaneous sectors.

The roles and responsibilities of the VDCs are very intensive and challeng-
ing as they have to perform 48 types of functions encompassing almost all
headings as covered by the central government within the limited budget.
VDCs are classified —““on the basis of population, geographical diversity and
facilities relating to transportation, communications, education and health, and
may make arrangement for the development of those Village Development
Committees which have low facilities available and are situated in an undevel-
oped village development area, by making them affluent with means and facili-
ties on the recommendation of the concerned District Development Commit-

tee” (LSGA, 1999).
1.5 Financial Sources of VDCs

The LSGA and the LSGR provide VDCs with authorities to generate, col-
lect revenues from both internal and external sources however; not all the
VDCs are in the same financial conditions. The internal sources are primarily
local taxes whereas “The external sources include the annual block grants from
central Government, DDC block grant money, funds from other donors
(mostly from INGO, NGO and other donor programmes) and shared revenue
from central Government” (Inlogos, 2009:14).

Most of the VDCs are, however, constrained by their limited tax bases, re-
sources and low capacity. In addition, the central government has provided
lower revenue assignments to the VDCs. Due to this the vertical imbalances
between central and the local levels have been increased. “Almost without ex-
ception, governments across the world assign more expenditure functions to
local authorities than what can be financed from their own revenue sources”
(Fjeldstad et al. 2014:6). This aptly applies also to LBs in Nepal. Attempts were
made later to provide additional assignments through adding sources of VDC
revenues. Even those efforts have not been effective due to the lack of staff
trained in revenue generation strategies and implementation arrangements. As
a result, internal financial conditions of the VDCs, especially in the rural areas
are very weak and are highly dependent on the government grants.

1 Untl 2006, the government of Nepal was called His Majesty’s Government but after
the abolition of the Monarchy in 2006 the government is called Nepal government.



1.6 Emergence of Grant Transformation

In 1995, Nepal Government introduced a program named ‘Aaphno Gaon
Aaphain Banau’ meaning ‘Make Your Own Village by Yourself Programme’.
Since then, Government has started to provide unconditional grants to the
VDCs aiming to help them in carrying out development works, alleviating
poverty, capacity building and enhancing the local governance. In the begin-
ning, the grant was 0.3 million and was increased to 0.5 million in 1997/98.
Further, it rose to 1 million in 2006/07 and finally 1.5-3 million in 2008/09.
The central government is providing the grants in an increasing trend. The
grant transfer system is, however, not able to motivate the VDCs to increase
internal revenue mobilization and enhance capacity. There is a wide horizontal
imbalance as they are not able to address the needs and demands of the local
people. Moreover, they are dependent on the central grants even to meet their
recurrent expenditure. “Transfers from the central government can reduce the
local authorities’ own revenue mobilisation effort” (Fjeldstad et al. 2014:6). Re-
cently, an initiative have been taken by the government to make the LLBs more
responsive to the local capacity by introducing formula based and conditional
grants transfer system. A detailed account of this system is provided in the
relevant section later.

1.7 Support from Development Partners to the Local Governments —
LGCDP

Nepal plans to change its current least developed country status to devel-
oping country by 2022. This is obviously not an easy task. “To reach to the
level of developing country status in the next 8 years, the country needs to in-
vest minimum 30 percent of GDP in fixed capital formation. However, the
average investment of past 3 years has been only 22 percent” (MoF/Budget
Speech of Nepal, 2014:4). Great chunk of Nepal’s total National Budget is still
shared by the Foreign Aid. Inclusive, responsive and accountable local gov-
ernments which are essential blocks to implement and achieve goals of the
plan are not in place for over a decade. In such situation, Nepal’s development
thrust seems to be far from standing on reality.

Tuned with the government's development goals and recognition of im-
portance of LBs in achieving them as “At present, a major task of the GON is
to substantiate the objectives, policies and principles of the Local Self-
Governance Act (LSGA), 2055 and to translate the principles of local self-
governance into practice through the mobilisation of local bodies and local
communities with the facilitation and support of the central line ministries”
(LSGA 2008: 7). Local Governance Community Development Programme
(LGCDP) was implemented in 2008 as the first nationwide integrated support
programme for local government in Nepal. LGCDP is a shared commitment
between MoFALD/GoN and the DPs towards working together for this pur-
pose. The main goal /aim of the joint programme (LGCDP) is to contribute
towards poverty reduction through better governance and community devel-
opment. The DPs in LGCDP are ADB, DANIDA, CIDA, DfID, UN System
(UNDP, UNICEF, UNCDF, UNFPA, UNV etc.), Government of Norway,
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SDC, GTZ, JICA and World Bank. The financial contribution of Nepal gov-
ernment in the LGCDP is three-quarters whilst 12 development partners pro-
vide the remaining financial and technical support. “As defined in Rostow’s
Stage Growth model, the theoretical underpinning suggests that Nepal’s eco-
nomic development is in the stage of ‘pre-conditions for takeoff’ where techni-
cal assistance and critical rate of investment may require for the achievement

of level of income and saving sufficient to assure self sustaining growth” (
Chaulagain, 2012).

UNDP has been administering this programme with technical assistance
and other capacity building support and it is implemented by the Mo-
FALD/GoN through LBs, CBOs and NGOs. “Since 1995, UNDP and the
United Nations Capital Development Fund (UNCDF) have helped build the
capacity of local bodies and communities for self-governance. This support
continued through the armed conflict (1996-2006) and was crucial for keeping
up the momentum for local governance reform in spite of the absence of

elected local government from 2002 and the disruptions of the conflict”
(UNDP Nepal, 2014).

LGCDP works mainly in improving the demand and supply sides by giv-
ing the local people to have more influence on decision makings and enhanc-
ing the local governments in delivering effective and efficient public services to
the local people. “A major focus of LGCDP is to establish citizen awareness
centres in all VDCs and ward citizen forums in all wards to facilitate citizen’
involvement in local governance” (UNDP Nepal, 2014). Now most of the
VDCs have ward citizen forums and one Social Mobilizer working under the
LGCDP to enhance the participation of the local people particularly of the dis-
advantaged groups in decision makings, proposal writings, awareness creation
and formulation of UCs among others. The following table has shown the
contribution of donor in LGCDP.

Table no. 2
Contribution of donors in LGCDP
Donor Amount contrib-
uted
UNJP donors: $25.7m
UNICEF $8.5m
UNFPA $9m
UNDP $5m
UNCDF $2m
UNV $0.5m
UNDP PEI $0.1m
Government of Nepal $575m
Asian Development Bank and 5 bilateral do- $161m
nors
Total Budget $762 million

Source: UNDP LGCDP, 2014

The second phase of LGCDP has been started in the country from 2013
and will continue until 2017 after successful completion of the first phase

7



(2008-2012). It is believed that the first phase of LGCDP has contributed in
establishment of important links between the state and the citizens that has
been bad in the decade long war in the country and expected that the second
phase will empower the communities and citizens in holding their local gov-
ernments more responsible and accountable.

1.8 Impact of Conflict in the Local Governments

At times when the Local Governments were just taking the momentum
towards participatory and inclusive community development set in motion by
the decentralization drive of the government; Nepal witnessed a Maoist violent
insurgency? from 1996-2002. That war affected more acutely the local bodies
than central government agencies. They were unable to deliver the goods and
services to the local people as most of these LLBs’ particularly in remote dis-
tricts, were under the control of Maoists insurgency. Many infrastructures like
telephone towers, hydropower stations, school and other buildings, bridges
linking the LBs with District HQs and the capital were dismantled. Documents
of most of the LLBs” were burnt and many people were killed. Virtually, most of
the rural areas were in absence of government.

The VDCs were more affected during that war as many VDC building
(about 50%) were destroyed and closed by the Maoist. Though the govern-
ment appointed VDC Secretaries were deployed to the respective VDCs, they
were not able to report to their duty station and most of them largely served
from the district headquarters or nearest town. The people lost their trust and
confidence on the capabilities and accountabilities of both national and local
governments in delivering goods and services. That war coupled with failure of
government to conduct local elections has badly deteriorated the governance
system at the local level.

On the positive note, the Peace Agreement was signed between the Gov-
ernment and the Maoist party in 2006 after a decade long insurgency. The
situation has changed since then but the war residues have not flown away yet.
Many of VDC Secretaries are now able to work from their duty stations how-
ever; most of them lost their own office infrastructure during the war and now
operating from a rented room or house. The roles of VDCs are now much
more crucial in returning back the lost trust as well as confidence of people in
the government for they are both the spokespersons and representative of the
government at the local level.

1.9 Absence of Elected Councillors in the Local Governments

As indicated eatrlier, currently these Local Governments (LGs) are in ab-
sence of elected councillors including DDC Chairman, VDC Chairman, Ward
Chairman and Mayor in Municipalities due to failure of government to organ-
ize and conduct local elections. Internal political struggle, a decade long Maoist

2 Maoist Insurgency was a violent war between the Government and Nepal Commu-
nist Party (Maoist). More than 15000 Nepalese were killed brutally from both sides
during the period of insurgency.



violent insurgency against the state (1996-2000) along with the dissolved house
(Parliament) in 2002 and the state of emergency were the main factors contrib-
uting to the government failing to organize local elections.

The LGs are now solely left with MoFALD/GoN appointed employees
for over a decade. DDCs are lead by Local Development Officers (LDOs),
Municipalities by the Executive Officers and VDCs by the VDC Secretaries. In
absence of the elected bodies, almost all the committees and units that were
active in the governance and development process set in motion at the local
level during the period of these offices managed by the elected officials are
now dysfunctional and wherever they seem to be existing are unable to func-
tion. The situation has provided a good reason for all those responsible per-
sons to find good excuses for their ineffective performance. Obviously, the
appointed government employees are more accountable to their upward levels
rather than to the citizens they serve. Their frequent transfers again make them
less accountable to the local people.

Absence of elected representatives in the LLBs has limited the scope of in-
teraction between the local government and the communities as well as the
downward accountability to the citizens. Though the importance of the local
election has been felt since long, it has been shadowed due to the highest pri-
ority of national politics in writing New Constitution of the country and re-
structuring of the State from central to federal. This research study was in-
spired primarily by the difficult situation being faced by the LBs in Nepal.

1.10 Relevance/ Problem Identification

The roles of VDCs ate critical in Nepal's development as great chunk of
its population (more than 80%) resides in rural areas and VDCs are rooted in
to until the lower communities. They are prospective in institutionalizing de-
mocratic decentralization and transforming the social, economic and political
change in the lives of wider population.

Nepal is heading towards writing its new constitution in the near future.
Recently held Constituent Assembly Election and the declaration of the Fed-
eral State of Nepal, the role and responsibilities of the local governments are
going to be more crucial in the upcoming years. The country is in transitional
phase of institutional upgrading of government from the central to the federal
states of government. “Inclusive Growth and innovation in development mod-
els are important at this time, as Nepal tries to move out of a long drawn out
political transition and its commitment to graduating from Least Developed
Country to a Developing Country status by 2022” (UNDP HDR, 2014: vii).
Nepal falls under the groups of LDCs as well as one of the poorest countries
in South Asia. Social, political and institutional indicators such as access to
education, health and hygiene facilities or employment opportunities are all
under the level of international minimum standards. “There is a pressing need
to increase delivery on aspirations for the transformation of Nepal in terms of
rights, equality, inclusion and embarking upon the fundamental political, socio-
economic and governance transformations outlined in the CPA and the In-
terim Constitution”( Ministry For Foreign Affairs of Finland: 5).



Besides that, the volume of grant from the central government to the LBs
is expanding in the later periods, however; the capacity of the local government
has not been improved to handle such an increasing financial resource along
with other supports (financial and technical) provided by the various DPs.
“For poverty reduction, inclusive growth and development to be economically
and politically sustainable, Nepal cannot rely only upon foreign aid, remit-
tances, or other redistributive and transfer measures” (UNDP HDR 2014: 0).
In addition Nepal is trying to reduce poverty from the grass root levels. “The
Country Development Goal of Nepal is poverty reduction through sustainable,
inclusive and equitable growth” Ministry for Foreign affairs of Finland: 16). In
this background the roles of VDCs are more crucial as it is the only representa-
tive of the central government to have direct touch with the local people. The
current institutional vacuum (absence of elected councillors) prevailing in the
LBs, however; does not guarantee the use of the ever increasing resources in
the interest of local people as envisioned by the decentralization drive of the
government. This research aimed at uncovering the current governance capac-
ity and practice of VDCs and effectiveness of existing mechanisms in man-
agement of external and internal revenues towards improved quality of life of
local communities.

1.11  Research Objective

The objective of the research is to examine the gap between the current
working procedures of the Village Development Committees and the spirit of
the Local Self Governance (LSGA), 1999 in terms of development planning
and financial management of local development projects with reference to se-
lected VDCs in order to contribute to our knowledge on local governance in
Nepal as well as to inform policy makers and donors on how to improve the
existing system knowing that local councillors elections have not been held
since 2002 due to various reasons.

1.12  Research Questions

Main Question

What is the existing governance practice in the VDCs in absence of
elected councillors since 20027

Sub Questions

a) How do the VDCs make plans/ decisions and prioritize the develop-
ment works? Is it participatory?

b) How do the VDCs allocate the funds to development projects? Is it
distributed equally and transparently? What is the monitoring and eval-
uation process of the concerned VDCs?

¢) What are the current experiences of the stakeholders — Public, User
Committees/CBOs and Ex-VDC Chairpersons about the governance
process of the VDCs in absence of the elected councilors?

10



113  Methodology

Various relevant methods and sources have been utilized to acquire rele-
vant information and data to get answers to the stated research objective and
questions. The data and information collection drive primarily focussed on
finding out the process adopted in need assessment, planning, selection, priori-
tization, budgeting, monitoring and evaluation of the development projects at
the VDC level. This also included the problems and constraints encountered
by the implementers (VDC, consumer committees) and the recipients (local
people) in the selected VDCs. The primary sources of data and information
included interview with key informants and general public, group discussions,
field observations and VDC Records. Specially designed questionnaires were
administered to obtain information from key informants and participants. The
secondary sources reviewed included the government’s Acts like the LSGA,
the LSGR, guidelines, procedures such as VDC Grant Guidelines, Local Bod-
ies Resource Mobilization Procedures, Report of Minimum Conditions and
Performance Measures, Analysis of Local Bodies Financial Conditions among
more others and the various reports like Local Body Grants Expenditure Re-
view And Community Engagement Survey in Five VDCs of Kathmandu Dis-
trict, Assessment of Village Development Committee Governance and the use
of Block Grants, Local Governance Institutions in Nepal: Status and Chal-
lenges among others were thoroughly reviewed.

Selection of the VDCs

Three VDCs from three different districts were selected for fieldwork for
this research study. Hastichaur and Kakani from mid-hill districts (Gulmi and
Nuwakot) and Dhaibung from high hill district (Rasuwa) were selected pur-
posively for the field work. The primary reasons for selecting VDCs not mu-
nicipalities for the field work were that the VDCs were the one hit hard by
over a decade long violent conflict in the country and obviously the VDCs in
rural areas are acutely deprived of basic services compared to the urban areas.
The following table shows the population and household distribution of three
VDCs selected for this study.

Table no. 3

Population and household (HH) distribution of the concerned VDCs

District VDC HH Total Male Female
Population

Rasuwa Dhaibung 1109 4928 2 368 2560

Nuwakot Kakani 1390 7320 3621 3699

Gulmi Hastichaur 1552 4026 6901 2875

Source: National Population and Housing Census, 2011
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VDC Records

VDC records in terms of central grant received and expenditure, internal
revenues collection, budget allocation to the development projects of five
years, minuting of the various meetings among others were obtained from the
VDC offices.

1.14 Limitations of the Research

This research’s main focus is to find out the current practice of govern-
ance in terms of planning, budget allocation and peoples participation in the
development projects at the local level. It is focused mainly in these issues and
not beyond that. The research is based on the field work only in three VDCs —
Dhaibung, Kakani and Hastichaur of three districts outside Kathmandu Valley.
The information obtained from interview with key informants varied signifi-
cantly from one VDC to another. The records obtained from VDC offices also
varied and one VDC could not even provide records on funding. Analysis has
been made on the basis of the available facts and information obtained from
these three VDCs, key informants and general public from only two of the
VDCs. The findings of the research based on only three VDCs thus may not
represent the situation of entire VDCs.
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CHAPTER TWO
LITERATURE REVIEW

In this chapter, various concepts of decentralization, accountability of
local governments, capacity building and the local governance have been
reviewed. They form the building block of democratic system in which the lo-
cal governance can foster. These concepts have been linked and analyzed
wherever applicable in the context of Nepal in the consecutive chapters.

21 Decentralization

The concept of decentralization prominently emerged after the Second
World War, especially after decolonization drive. Awortwi (2010: 620) writes
that — “Countries started seriously considering alternatives like decentralization
after the glaring failures of centralized planning in the 1970s”. “Political
changes worldwide have given voice to local demands and the need to bring
economic and political systems closer to local communities ...in addition,
technological changes and global integration of factors of markets have
changed the size of government needed to manage economic systems” (Lit-
vack et al. 1998:4).

Decentralization is a common word used in every nation whether devel-
oped or developing to indicate state power distribution structure. Huge vol-
umes have been written and discussed on decentralization as a policy reform
strategy by various writers and passionate experts of decentralization. Rondi-
nelli (1980:137) a leading expert defines decentralization “as the transfer or
delegation of legal and political authority to plan, make decisions and manage
public functions from the central government and its agencies to field organi-
zations of those agencies, subordinate units of government, semi-autonomous
public corporations, area-wide or regional development authorities, autono-
mous local governments, or nongovernmental organizations”. Tuned to this
definition, Falleti defines it as “Decentralization is a process of state reform
composed by a set of public policies that transfer responsibilities, resources, or
authority from higher to lower levels of government in the context of a specific
type of state” (Falleti 2005:328).

Rondinelli (1980:135) believes that “Decentralization would also allow
greater political and administrative “penetration” of national government poli-
cies into areas remote from the national capital, where central government
plans are often unknown or ignored by the rural people or are undermined by
local elites, and where support for national development plans is often weak”.
It is believed that decentralization allows larger engagement of socially, politi-
cally and economically excluded, deprived and marginalized groups in devel-
opment decision makings and equal distribution of the resources. “It can pro-
mote a sense of autonomy in citizens; enhance social order by promoting the
legitimacy of the state, and limit pressures for separatism by diverse regions or
ethnic groups” (Bardhan and Mookherjee 2006:4). Decentralization can equally
be an instrument for promotion of welfare and development according to local
tastes and needs. “Since citizen preferences vary across jurisdictions, decen-
tralization enhances welfare by more closely matching government output to
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local tastes and increasing efficiency both in providing government services
and in raising revenue” (Garman et al. 2001: 206). Moreover, “Decentralization
can foster policy innovation and economic growth by stimulating competition
among jurisdictions” (ibid 2001:2006).

Hadiz (2004:700) adds that “Decentralization, moreover, is said to poten-
tially lead to greater prioritization of local needs in development policy, as it
encourages greater accountability of those who govern to local communities. It
can also enhance political stability, and even national unity”.

Decentralization fosters improved governance practices as the community
people involve in development activities and participatory decision makings.
“The expectation is that as the state relinquishes its control there arise social
and political opportunities for civil society to organize and demand more
transparent and accountable governance practices (Fung and Wright, 2003
cited in Dasgupta and Beard, 2007:231). Faguet, however, expresses his doubts
that “The debate- both theoretical and empirical — on whether decentralization
increases or decreases social welfare and efficiency is still very much unre-
solved” (Faguet 2000:129). In addition “devolving power and resources to
smaller administrative units will necessarily result in better decision-making and
an accompanying increase in social welfare is, at least, highly contentious and
unproven” (Faguet 2000:129).

Decentralization alone may not be the right policy reform. It needs certain
institutional structures like strong administrative and technical capacity in the
local institutions to deliver goods and services effectively and efficiently in or-
der for decentralization to work. “In fact, some of the experts have carefully
underlined that decentralization is not necessarily a panacea for developing
countries. The World Bank, for example, on its ‘Decentralization Net’, cau-
tions that decentralization ‘may not always be efficient, especially for standard-
ized, routine, network-based services’. It can also ‘result in the loss of econo-
mies of scale and control over scarce financial resources by the central
government” (Hadiz 2004:704). It is challenging to design and implement de-
centralization in developing countries as the institutions are not competent
enough to handle it. “Designing decentralization policy is difficult in any coun-
try because decentralization can affect many aspects of public sector perform-
ance and generate a wide range of outcomes. But it is particularly difficult in
developing countries because institutions, information, and capacity are all very
weak”(World Bank, 1998:11).

Apparently, decentralization is a cross-cutting issue and the roles of the lo-
cal institutions are very important in influencing the impact of decentralization.
“As has been evident in the recent Indonesian experience, ‘Decentralization
can sometimes make coordination of national policies more complex’ and may
allow functions to be captured by local elites. But the policy advice dispensed
should things go wrong is disarmingly simple, typically boiling down to finding
the ‘appropriate balance of centralization and decentralization’ that is ‘essential
to the effective and efficient functioning of government’ (Hadiz 2004:705).
Hadiz observes that decentralization in Indonesia has diffused corruption,
raised the money politics and consolidated the political gangsterism. “Many
people believe that much of the abuse of power and the systematic ‘KIKIN’ (the
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Indonesian acronym for ‘corruption, collusion and nepotism’) that took place
in Jakarta has now simply shifted to the local level” (ibid 2004:711). The Indo-
nesian case points to the fact that it is not often possible foresee whether de-
centralization promotes democratic value system in the local institutions.

“Decentralization requires certain preconditions and supporting policies
that many governments cannot or will not provide, and changes in attitudes
and behaviour on the part of central government officials that have been diffi-
cult to achieve ... Ironically, many of the weaknesses of highly centralized gov-
ernment that decentralization policies were designed to overcome are often the
strongest obstacles to making decentralization work” (Rondinelli, 1980: 135-
136). “With centralized policies control, regulation and production came high
concentrations of political power and discretion over resource allocation,
which in turn brought proportional incentives to corruption and clientalism”
(Faguet, 2000:128). “However, the main weakness of the literature on decen-
tralization is its almost exclusive, ultimately normative concern with the eco-
nomic and political effects of decentralization” (Garman et al., 2001:200).

Rondinelli (1980: 137-138), has defined three forms of decentralization—
deconcentration, delegation and devolution of decentralization. In deconcen-
tration, the workloads from central government ministry headquarters shifts to
staff located in offices outside of the national capital and the staff may not be
given the authority to decide how those functions are to be performed. In
delegation form of decentralization, semi authority in decision making and
management is delegated for specific functions to organizations that may not
even be located within the regular government structure and are of indirect
control of central government ministries. But devolution is different than the
previous two forms as devolution implies the divestment of functions by the
central government and the creation of new units of governance outside the
control of central authority.

2.2 Accountability of Local Governments

Local governments are the core units of representative governments. Be-
ing closed to the citizen, they have more responsibilities in articulating and ful-
filling the needs and demands of the local people to the extent possible within
the available resources. Accountability of the local governments, however, de-
pends on the pattern, mode of financial, administrative and political decentrali-
zation of the given country. In addition, local governments have to maintain
accountability both to upward and downward. “This relatively bureaucratized
mode of local governance, as found in many developing countries, is character-
ized by the dominance of central bureaucracy over local representatives, lim-
ited financial and personnel autonomy of local authorities, their economic de-
pendence on central government, and the lack of opportunity for peoples'
participation. As a result, the accountability of local authorities based on de-
concentration is an accountability to the appointing authorities of central gov-
ernment rather than to the local communities” (Haque 1997:06).

Public and Social Accountability is necessary to have the effective govern-
ance system at the local level. World Bank Social Development Department
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(2009:6) has explained that “Public accountability refers to institutionalized
practice of account giving by elected governments, civil servants and public
sector institutions to horizontal or higher levels of public servants and public
sector institutions. ... And Social Accountability “is an expansion of downward
accountability (from elected representatives to the citizens) and refers to an
approach toward building accountability that relies on civic engagement — in
which ordinary citizens and/or civil society organization demand accountabil-
ity... The role of social accountability is not to replace but to complement and
enhance public accountability mechanisms”.

The other writers Yilmaz et al. (2008:1) are of opinions that local govern-
ments and citizen both should be empowered for the downward accountabil-
ity. “Building appropriate local governance structures requires bridging the
supply and demand side so that local governments can be downwardly ac-
countable to citizens. A precondition for downward accountability is to simul-
taneously empower local governments and citizens. That requires setting pri-
orities and sequencing decentralization reforms to strengthen accountability on
both the supply and demand sides”.

“Accountability can be defined in terms of either the nature of the politi-
cal process or the outcomes induced. The former definition is the more com-
monly used, especially by political scientists”(Bardhan and Mookherjee 2006:5).
Local level accountability depends on the level of decentralization. “In addi-
tion, since most developing countries are usually characterized by weak civil
society and fragile and fragmented political systems, the process of exercising
people's power to ensure local-level accountability can function as an effective
means for political education and interest articulation, which in turn, may en-
able people to exercise their influence to make their national-level political
leaders and institutions accountable” (Haque 1997:6)

2.3 Capacity Building

Capacity Building “Means by which skills, experience, technical and man-
agement capacity are developed within an organizational structure (contractors,
consultants or contracting agencies) - often through the provision of technical
assistance, short/long-term training, and specialist inputs (e.g., computer sys-
tems). The process may involve the development of human, material and fi-
nancial resources” (OECD).

The concept of Capacity Building was introduced in 1990s and was taken
as an improvement to serve more in filling capacity gaps on the existing prac-
tices rather than achieving the sustained capacity. “The capacity building ap-
proach emphasized that a root cause of poverty, illiteracy, and ill-health was
lack of capacity: in government, to design and implement proper development
strategies, and, in society, to hold government accountable for its actions. Only
if political and economic institutions functioned properly would development
achievements be scalable and sustainable. Therefore, development success lay
not merely in outcomes on the ground, but in outcomes on the ground that
were the result of effective public and private institutions” (The World Bank
OED 2005:7).
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Grindle and Hinderbrand (1995:445) have defined “capacity as the ability
to perform appropriate tasks effectively, efficiently and sustainably. In turn,
capacity building refers to improvements in the ability of public sector organi-
zations, either singly or in cooperation with other organizations, to perform
appropriate tasks”. Likewise Fukuda Parr says “Capacity development is a lar-

ger concept. It refers not merely to the acquisition of skills, but also to the ca-
pability to use them’ (Fukuda Parr 2002:9).

Grindle and Hinderbrand (446-447) and The World Bank OED (2005:7)
has emphasized mainly on human capacity, organizational capacity, institu-
tional capacity along with the task network and action environment capacity
which is necessary in public sector to improve the quality, efficiency and out-
put of the development programs. Human capacity is needed to analyze the
needs of development, to design and implement strategies, policies and pro-
grams to meet the needs, delivering and monitoring the services. Organiza-
tional capacity is important to bind the group of individuals for a common
purpose, with clear objectives and the internal structures, process, systems,
staffing and other resources to achieve the objectives. Institutional Capacity
plays vital roles in the organizations as it establish the framework of goals and
incentives in collecting taxes, using the public resources and mechanisms to
address the problems.

2.4 Local Governance

Though the word governance is widely used in most of the development sec-
tors; the term has no exact meaning. “Governance is the institutional capacity
of public organizations to provide the public and other goods demanded by a
country’s citizens or their representatives in an effective, transparent, impartial,
and accountable manner, subject to resource constraints” (World Bank,
2000a:48 cited in Kjaer 2004: 11). Governance is the collective action of all
stakeholders such as communities, civil societies, private sectors,
NGOs/CBOs among others. “Thus, it encompasses the direct and indirect
roles of formal institutions of local government and government hierarchies, as
well as the roles of informal norms, networks, community organizations, and
neighbourhood associations in pursuing collective action by defining the
framework for citizen-citizen and citizen-state interactions, collective decision
making, and delivery of local public services”(Shah and Shah, 2007:72).

“That is, governance is about the performance of agents in carrying out
the wishes of principals, and not about the goals that principals set. The gov-
ernment is an organization that can do its functions better or worse; govern-
ance is thus about execution, or what has traditionally fallen within the domain
of public administration, as opposed to politics or public policy. An authoritar-
ian regime can be well governed, just as a democracy can be maladministered”
(Fukuyama 2013: 350-351).

“Conceptually, governance (as opposed to “good” governance) can be de-
fined as the rule of the rulers, typically within a given set of rules. One might
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conclude that governance is the process — by which authority is conferred on
rulers, by which they make the rules, and by which those rules are enforced
and modified. Thus, understanding governance requires an identification of
both the rulers and the rules, as well as the various processes by which they are
selected, defined, and linked together and with the society generally” (World
Bank).

“The exercise of economic, political, and administrative authority to man-
age a country’s affairs at all levels. It comprises mechanisms, processes, and
institutions through which citizens and groups articulate their interests, exer-
cise their legal rights, meet their obligations, and mediate their differ-
ences” (UNDP cited in World Bank). Good local governance builds a com-
mon consensus in understanding and prioritizing the local development
projects. “Poorly functioning public sector institutions and weak governance
are major constraints to growth and equitable development in many develop-
ing countries”(World Bank, 2000:xi).
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CHAPTER THREE
LOCAL DEVELOPMENT PLANNING PROCESS IN THE VDCs

This chapter will discuss overall development planning process adopted in
the VDCs including the units and steps of planning, final approval of the pro-
jects, implementation along with accountability and transparency of VDCs.

31 Local units in planning process

Planned development efforts started in Nepal since 1956, by launching
centrally prepared periodic development plan. The periodic process was largely
top-down. It was only after 1991 that the elected government took initiative to
engage local bodies and communities in development planning process. The
enactment of LSGA, 1999 and LSGR, 2000 further enlarged the roles and re-
sponsibilities of local bodies in the process. The Acts clearly define the settle-
ment as the lowest planning unit and people at the settlement level to initiate
development plans. LSGA and LSGR have been further detailed out in the
form of guidelines and procedures of planning along with VDC Grant Guide-
lines to assist VDCs and the planning units in their efforts to formulate their
development plans. LSGA (1999:19) demands “Each Village Development
Committee shall formulate periodic and annual plans for the development of
their area of responsibility”.

Ward Citizen Forum (WCF), Ward Committees (WCs), Village Council
(VC), Village Development Committees (VDCs), Users Committees (UCs) are
the key local institutional units engaged in the formulation and implementation
of participatory local development plans. Among these institutions, VDCs,
WCs and VCs are democratically elected institutions. As discussed elsewhere,
VDCs, VCs and WCs are currently not in place. WCs are the critical units in
local development planning where local communities can participate in priori-
tizing the plans originated at the settlement level and take decisions on ward
level development plans. Due to absence of WCs, a major step is missing and
the communities are being bypassed from the process. The LSGA has empha-
sized on mainstreaming, inclusion and the participation of the excluded, mar-
ginalized and deprived communities in every step of planning and decision
making.

3.2 Periodic Planning

Periodic planning is a long term planning normally extended over five
years. LSGA requires all local bodies to prepare periodic plan on the basis of
detailed analysis of local situation including population composition (including
backward caste, tribes and poor people) economy, geography, natural heritages,
needs and desires of the local people, comparative cost benefit, income gener-
ating and skill oriented programs for women and children, available human as
well as natural resources and in coordination with the country’s national poli-
cies. LSGA also explains that VDCs are to prepare village resource map and
the village profile with inbuilt mechanism for updating them on regular basis.

b

Most VDCs are, however, not meeting these requirements. None of the
VDC studied has prepared periodic plan and resource maps. Out of three
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VDCs studied, only one VDC was reported to have prepared village profile.
Dhaibung and Kakani have even not prepared it. The reasons given for not
meeting the LSGA requirements are primarily the frequent transfer of VDC
Secretaries, lack of human resources, frequent changes in the government poli-
cies and lack of fund. Even in the case of VDC which prepared village profile
has completely based on the national census data rather than its own collection
of primary information and assessment of situation in the VDC. In fact, VDCs
should be able to correct the errors of the national census data and update
them rather than using them in their entirety for the preparation of village pro-
file. During the field study, it was observed that the cause of VDCs not meet-
ing the LSGA requirements is lack of understanding of its importance at the
local level coupled with lack of capacity to undertake such tasks requiring spe-
cial technical skills.

3.3 Annual Planning

Annual planning in the VDCs is primarily based on the list of needs and
demands collected from all the units of local governments. Out of the list of
collected demands, the urgently felt demands are selected and prioritized on
participatory basis and included in the annual plan of the VDCs. Basically the
plans which give quick results, give direct benefits to the women and the chil-
dren, raising living standard and benefits to the rural poor, can be operated
with the local resources, skills and means and which can contribute to the
greater benefits to the communities are prioritized and accommodated in the
annual plan. Though the LSGA has emphasized on including the excluded,
deprived, marginalized communities along with women in every steps of the
planning, in reality they are deprived of their participation in the process. Dur-
ing the field study, almost all respondents reported that planning and decision
making is made by local political party representatives and the persons who
have influence in the society. Participation of people in the process is a rare
case. This was, however, not the case during the period of elected officials.
People from every segment were encouraged to participate in the planning
process. In fact, it was essential in order for VC to pass the plans.

34 Steps of Planning
LSGA has provided certain steps to be followed in the local governance to

maximise the participation of the local people. The process as defined in the
LSGA and LSGR is depicted in figure 1 below.
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Figure 1: Planning Process of VDCs as described in the LSGA
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As depicted, the planning process begins first at the lower/settlement
level. Settlements’ needs and demands is gathered in a participatory basis in-
cluding the women, deprived, marginalized, and excluded along with all the
sectors of the population. After assessing the needs and demands, the genuine
ones are prioritized and then forwarded to the next step- WCF stating the pos-
sible internal contribution (labour, materials and kinds) to that project and ask
for the additional support (technical, financial) from the VDCs.

All the prioritized projects forwarded from the settlements are discussed
and again pick up the most important ones which are urgent and in priority are
further discussed in WCF meeting. It is stated in the LSGA that the WCF have
to meet once in a month and select and prioritize the needs and demands of
the local people. WCFs are forums comprising of local political party represen-
tatives and people from various sectors residing in respective wards. WCF
passes the prioritized list to WCs for further coordination with the other pro-
jects collected from other WCFs. At present due to absence of WC’s, WCF
directly forwards the list to the VDC. In this way the development projects are
selected and prioritized step by step, from the settlements to the WCFs to
WCs and to the VDC Committee for the final selection. In principle, the pur-
pose of WCF is to bring the views of all citizens together with respect to a
given problem, make an objective analysis of the problem, identify potential
resolutions available to address and select the best solution based on priority of
the settlement. This is, however, not the case in reality as quality participation
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and the representation in prioritizing the programs are not being done. WCF is
in most cases a ceremonial body rather than a citizen participation promoter
and an objective development analysis dynamics.

The main purpose of this scheme of planning steps is apparently to make
the communities more influential and accountable towards the community de-
velopment and encourage active participation of people in the decision making
irrespective of gender, ethnic group, marginalized and economically disadvan-
taged community. This is, however, yet to be seen in practice. Almost all the
respondents asked during the field work reported that they were unaware of
such provisions and they were never consulted during the planning.

3.5 Final approval of the development projects

After receiving the plans and programs from all the nine wards of the
VDC, the plans are further discussed in the VDC Committee before
submission to VC for approval. In a normal situation, the VDC Committee is
composed of nine elected ward chairpersons, two nominated female members
and the elected VDC chairperson and the vice-chairperson -altogether thirteen
members. The Committee is of a reasonable size to make sound decisions.
This is not the case now. There are only three persons in the present commit-
tee lead by VDC secretary. Even from the size of the committee, it is reasona-
bly easy to foresee how responsible and accountable would have been the
elected committee than the current three members VDC committee of gov-
ernment employees. The present VDC Committee along with sectoral heads,
representative of NGOs, social organizations, women and local political party
representatives in APPC further discuss and analyse the projects forwarded by
the WCF and get necessary recommendations and the list of sectoral prioritiza-
tion. This is also a preparation meeting of the VDC, prior to the Village Counil
(VC) meeting,.

In the APPC, the prioritized plans and programs are listed along with the
name of implementing CBOs/User Committees (UCs), the procedure of im-
plementation and budget is allocated to them and forward to the VC meeting
for final approval. The prioritized plans and programs forwarded by the VDC
to VC should be coordinated with the yearly program and budget of the VDC
and in coordination with the National and District Plans and Policies. The VC
meeting finalize the projects proposed by the VDC again after greater discus-
sion. In this way the final budgets are allocated to the selected UCs/CBOs.

VC is one of the powerful units of VDCs in the current framework. "Vil-
lage council consists of VDC chairperson, vice-chairperson, Ward Chairper-
son, woman ward member and ward members of each Ward Committee and
six persons including one woman nominated by the Village Council from
amongst those social workers, socially and economically backward tribes and
ethnic communities, down-trodden and indigenous people living within the
village development area, belonging to the class whose representation in the
Village Council does not exist and who are in possession of the required quali-
fications to become the Member of the Village Council" (LSGA,1999:4). Cut-
rently, it is formed by the local party representatives, members from various
local organizations, women and representatives of the deprived groups and
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members UCs/CBOs along with others. Main purpose of VCs is to make poli-
cies and direct the VDCs for their effective and efficient implementation.

The plans and programs, budget, fees, levy, charges, taxes and also the
salaries of the VDC employed staffs, staffs recruitment, remuneration, allow-
ances and additional facilities of the employed staffs in the VDCs all have to be
verified and approved by the VC before implementation. According to the
VDCs, basically the VC does three major jobs such as approving the previous
year’s financial activities of the VDCs, pass the current year’s budget and pro-
grams as well as propose the budget and programs of the next year. VDC
needs the final approval of the VC even the programs can be implemented by
the VDC’s internal revenues only. If some projects are beneficial to more than
one VDC then it is discussed in the Ilaka Council Meetings (Combined Meet-
ings of two or more VDCs). Also the genuine projects which need additional
funds to implement rather than only the VDC’s revenues are forwarded to the
DDC for consideration after the VC meeting.

One of the secretaries interviewed during the field work informed that
VDCs cannot spend even a single penny without the final approval of VC.
VDC follows the direction and allocates the fund according to the decisions of
VC. He further added, even the Cabinet cannot alter the decisions of the VCs.
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CHAPTER FOUR
VILLAGE DEVELOPMENT COMMITTEES’ REVENUES AND
EXPENDITURE
This chapter describes the sources of revenues of the VDCs, types of
grants, process of revenue expenditure, VDC’s monitoring and evaluation
process and MCPM- downward accountability of the central government.

4.1 Sources of VDCs revenues

Figure 2 shows the various sources of VDCs revenue.

Figure 2: VDCs Sources of Revenues

VDC’s
Internal
Revenues

Development
Partners/Organizati
ons

Service Delivery
(Local Development
Construction and
Service Distribution)

Central and
Intergovernmental

Revenue Sharing Nepal

Government’s
Grant

Source: LBFC/ GoN, 2014

VDCs need financial resources to implement the development projects
that are selected and prioritized by the local units/committees at the local level.
Financial needs of the VDCs are met from both internal and external sources
of revenues/government grants. The LSGA, 1999 in chapter 7 (Financial Pro-
visions) has explained the areas from where the LBs are able to impose tax,
raise service charge, fees, sell properties and obtain loan that a VDC can im-
pose and receive funds from within their level whereas the LSGR, 2000 in the
article 70-72 has described the amount of tax a VDC can impose.

VDC revenues consist of government grants, inter-governmental revenue
sharing, funds received directly from development partners and the incomes
from its own sources (fees, levis, tax, service charge). The scarcity of tax base
resources, limited revenue assignments and the lower capacity of the VDCs are
making them more dependable on the central grants. “This needs central gov-
ernment to make provision for some program focusing on the enhancement of
the capacity to mobilize own source revenue besides allocating more grants for
tackling the issues overtime” (PRAD Nepal, 2009:6). In the current situation
they could not take financial responsibilities means the development pace is
low as they could spend less. As per the analysis based on available data and
information obtained from interview with VDC Secretaries from three VDCs
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(Dhaibung, Kakani and Hastichaur), the collection of internal revenues is very
low and whatever collects goes to the administrative expenses rather than to
the development works. The LSGA has provided power and authorities to the
VDC secretaries to formulate the long term vision, planning, tax base re-
sources and mobilizing the local people in developing their VDCs. But they are
less willing and enthusiastic to work on that direction. It may be because of the
frequent transfers of the Secretaries or lack of adequate information and capac-
ity in utilizing local resources.

Instead if there were a balance between revenue generation and expendi-
tures of the VDCs, the local governments could perform effectively and inde-
pendently. This is not happening so far. The central Government has been
rather increasing the grants to the VDCs every year in supporting their finan-
cial needs for implementation of their development projects." A major rationale
behind the greatly increased amounts of Government and donor money going
to local government is to reinvigorate the local bodies and local government
processes after the ten years of armed conflict and to enable the local bodies to
become the main channel for fostering and implementing local development"
(Inlogos, 2009:7). As per the LSGA, all the funds going to the local levels have
to go through the VDCs.

4.2 Types of Government Grants to the VDCs

VDCs are receiving three types of grants from the central government.
They are recurrent grants, capital grants and other grants. According to Mo-
FALD/GoN (2012:7), recurrent grants go to the salaries of the supporting
staffs’ and other administrative works, capacity building and social mobilization
sectors. The capital fund goes to the development works. The government has
directed VDCs to allocate 10% to the deprived women in the area of their em-
powerment, income and employment generation, 10% for the deprived chil-
dren, 15% to the excluded, disadvantaged and marginalized groups from the
capital fund (MoFALD/GoN 2012:13). Likewise the other fund includes the
particular sectors such as senior citizen security, single women and likes. The
VDCs have to keep the updated information and list of the population in the
VDC area. Although the government has provided fund and guidelines of ex-
penditure to the VDCs, the provided guidelines are not followed in reality. For
example, it was found during the field work that the VDCs have allocated fund
for the preparation of village profile but have not prepared it. Likewise, capital
fund is also not allocated according to the directives. VDC secretaries have
readymade excuses for not following the directives. They put everything on to
VC that it is VC which decides where and in which projects the fund should be
spend, not the VDC committee.

4.3 Implementation Mechanism and M&E

The selected and prioritized development projects in the VDC are imple-
mented by the UCs and CBOs. UCs are formed by the eligible candidates
within the beneficiary groups who receive direct benefits from the develop-
ment projects and get authority and responsibility to implement, conduct,
manage and maintain the projects. VDCs implement the development projects
only through these UCs/CBOs. It is known from the VDCs that there is no
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practice of spending public money by the VDC itself. These UCs have to make
plans and programs and also their possible internal contribution in the pro-
posed projects at the time of proposal submission to the VDCs. After analyz-
ing the needs, implementation process and the internal contribution of the
UCs/CBOs on that project, VDCs allocate funds to the most feasible and po-
tential ones. According to one of the VDC staffs, they ask to contribute the
communities only for cutting or filling but not to finance. “Normally, the LBs
implement and manage their programmes/projects through UCs with an ex-
pectation that if the development programmes/works were implemented
through such committees, there would be timely completion, the beneficiaries
would have a sense of ownership over the projects, mobilisation of local re-
sources would be easier for the operation and maintenance and transparency in
project implementation would be guaranteed” (Dhungel et al. 2011:107).

The UCs have to include 33% women in their executive body and if the
number is lesser than 33% the women should be in one of the vital posts like
Chairperson, Vice-Chairperson and Secretary. There are various UCs such as
drinking water user committee, women cooperatives, road construction UCs
among many others. VDCs have to supervise, monitor and assist the UCs in
terms of timely execution, financial and other record keeping and provide nec-
essary directions if necessary through the M&E committee. According to
VDCs Grant Mobilization Guidelines (2009:14), this committee is constituted
by VDC Chairperson or Secretary, local Political Parties Representatives, one
woman representative nominated by the VDC, one from media sector, one
technician (if possible) and one other nominated by the Secretary. This com-
mittee has to report in every four months to the VDC with analysis and find-
ings of the project implementation status.

Not only have the VDCs, the UCs also need to form one independent
M&E committee for the supervision of their own projects from the beneficiary
group. “Among the users’ groups, candidates for the 7-10-member executive
committee and a parallel 3—4-member monitoring committee are to be selected
by public consensus. In situations where a consensus cannot be reached, key
positions will be decided by an election” (The Carter Centre 2014: 10). That
M&E committee inspects the progress and guide the executive UC as well as
report to the VDC after completion of the project. The M&E committee of
the VDCs finally assess the projects that are conducted by the UCs. The UCs
gets the final instalment after completion of the M&E. In this way the devel-
opment projects are monitored and evaluate by VDCs as well as from UCs.

In practice, the M&E system is not implemented. None of the VDCs
studied could provide a single report of M&E committee. One of the VDC
Secretaries reported that this is just a ritual not performance improvement in-
strument. According to him, the provisions are also not practical to implement.
How can the UCs get people to undertake M&E when they themselves do not
know the meaning of it? Similarly, how can VDCs find specialized people, such
as Media, to form the M&E committee?
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4.4 MCPM - Downward Accountability of the Central Government

Nepal Government has started strict monitoring and evaluation of per-
formance of the local governments -DDCs, Municipalities and VDCs in terms
of execution of the assigned functions and responsibilities devolved to them by
the LSGA and the LSGR through Minimum Conditions and Performance
Measures (MCPM). MCPM has certain standards such as program planning,
financial management, monitoring and evaluation, peoples’ participation
among others and in each section has many indicators for the evaluation of
their performance. “Minimum Conditions and Performance Measures
(MCPM) has been duly acknowledging these democratic principles and work-
ing to make the local bodies and local bodies authorities to work for the peo-
ple. It has contributed to establishing transparency, participation and account-
ability in local development initiatives and undertaking assessment of activities
done by the local bodies after completing every fiscal yeatr” (LBFC/ GoN,
2014:Executive Summary). MCPM has been started from the year 2008,/2009
to DDCs and from 2009/2010 to the Municipalities and the VDCs. “The capi-
tal grant from the Government of Nepal to VDC is not applicable to MC but
the grant to be received from the LGCDP, VDC should pass in MC. However,
this system is applicable in DDC and Municipality and these LBs should com-
ply in MC for receiving both grants i.e. Government of Nepal and LGCDP”
(LBFC/ GoN, 2014 : 5).

Government has set marks for each standard in the MCPM and they can
be evaluated and monitored through the indicators that are placed in each sec-
tor. Local governments are rewarded and punished according to their perform-
ance in MCPM. If they obtain higher points in the MCPM, accordingly they get
additional fund as well as cash rewards for the staffs. As a reward, if DDCs got
30% additional grant then the concerned officials will get one hundred and
fifty thousand Rupees (Rs.150000), in 25% additional Rs.125000 and
Rs.100000 for 20% (LBFC/ GoN 2014: 6). In this way MCPM is a process of
monitoring and evaluation as well as the way of making LBs more competent
among themselves. This exemplifies observations of Garman et al discussed in
chapter 2 of this report to a certain degree.

In case of Municipalities the reward is a bit less for the concerned offi-
cials. VDCs have no need to strictly comply the PM however; MCPM is on
trial for them. One of the concerned VDC officers said that last year they got
information to follow the MCPM but this year only MC or MCPM they are not
sure yet. He further added that his VDC had passed the MCPM, but they did
not get the additional fund. Actually it takes three years to come out the result
of MCPM. “This assessment has been found effective to make them respon-
sive and alert on the output of service delivery, quality of service delivery, fi-
nancial discipline and administrative procedure” (LBFC/ GoN 2014: 55). The
MCs for the VDCs are in appendix 3.

But there is a debate on the provision of rewards to the officials. What if
the appointed heads do not perform well? The citizens should not suffer the
poor performance of the appointed heads. There should, therefore, be a strin-
gent provision of punishment for poor performance.
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CHAPTER FIVE
EXPERIENCES OF STAKEHOLDERS

This chapter analyzes the gaps between the provisions made in LSGA and ac-
tual practices in the VDCs. The gaps in planning, prioritizing, selection of pro-
jects, allocation of budget and monitoring and evaluation process are analyzed
based on the information collected from VDC records, interviews with the
stakeholders, field observations of implemented projects and public services in
the VDCs. The analysis also made on the front of public participation in de-
velopment planning, budget allocation and M&E. Moreover the problems and
constraints of the VDCs in delivering goods and services have also been ana-
lyzed.

5.1 Planning Process and Participation

The spirit of the LSGA is to engage and encourage active participation of
respective section of population in their development activities and empower
every section of population make informed development decisions. VDCs
claim that they disseminate adequate information to the citizens residing in re-
spective VDCs and have empowered them to participate in the development
planning process. The field study, however, presents a different picture.

5.1.1 Low Information Dissemination/Exclusion of the community

According to the VDCs secretaries and staff, necessary information is dis-

tributed to the locals through local FM ra-

dios, WCF, VC members, local political
party representatives, by posting notices in
public places like schools, courtyards and
VDCs premises. The response from the
public is, however, not tuned to this claim.
Most of the people interviewed at the local
level are unknown of that.

The information sharing of the VDCs
are weak and not effective at all as majority
of the locals do not know the VDCs’
budget, planning process, proposal writing
and submission period and no one has con-
veyed them such information yet. They said
that only the local political party representa-
tives along with few others knew the infor-
mation and only they are involved in the
planning process. Public are not informed

“The three party representatives
are the main actors in cutrent situation.
They collect the demands from the
wards by calling over phone to their
own people and bring to the VDC. The
three party representatives and the
VDC staffs select and allocate the
budget accordingly to their projects.
The common public may not know the
information of the budget and the pro-
ject selection process of the VDC.
Even my parents and others do not
know about the VDC’s activities. As a
UC Chairperson, I even do not know
which projects are selected and recom-
mended to the DDC for further con-
sideration”./ Key informant, One UC
Chairperson in Dhaibung VDC.

and invited to attend any meetings. The local projects are selected and imple-
mented haphazardly without consultation with the communities. Faguet
(2000:129) was right in Ch.2 earlier “devolving power and resources to smaller
administrative units will necessarily result in better decision-making and an ac-
companying increase in social welfare is, at least, highly contentious and un-
proven”. Public normally knows the VDCs annual budgets and programs in
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VC meetings but not the other relevant information prior to start of planning
stages.

One participant shared his experience that when he raised question about
the process used in the selection of projects during the VC meeting, the most
participants laughed at him making him further humiliated. Other interviewee
added even if they are invited, their voice is not heard. Only the people who
have access to power, local parties” members and who have good relation to
the VDC staffs get information and projects. The women are unknown about
the provision of 15% fund allocated for them in the capital fund of the VDCs’.
Women are having more problems in having services comparing to their male
partners and they could not bargain due to lack of information.

5.1.2 Short circuited planning process

Among the prescribed steps of planning process in the LSGA, planning is
not started from the settlement level; the major step WCs are dysfunctional
currently where larger community could participate but WCF is taking the
WCs responsibilities. When asked the people at the local level, majority of
them have not heard about WCF so far and its roles and functions. Due to the
ineffectiveness of the WCF and poor representation of the community, pro-
jects are selected randomly and sent to the VDCs without the consensus of the
community.

Analysing the records of WCF meetings and minutes of Dhaibung VDC,
it is found that WCFs are meeting regularly and selecting the projects in a par-
ticipatory basis including every sector with signatures. However; the locals do
not agree on that and actually the local political parties inform their own peo-
ple like their family, relatives or from outside who obeys them and take signa-
tures without discussing the development plans openly. According to them, the
development planning, budgeting and decision-makings are highly influenced
by the three local political parties and to some extent by the local elites. The
collected needs and demands or the prioritized projects in the WCF forwarded
to the VDCs and VDCs make annual plans on that basis. But if the majority of
the population in the ward settlements are excluded and put them in ignorance,
the effectiveness and sustainability of the projects will be decreased.
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5.2 Budget Allocation Process

5.2.1 Budget allocation is not transparent

The interviewed participants and respondents agreed that budget alloca-
tion is done only in the presence of political parties, few others and the VDC
staffs. The majority of the public are not invited and engaged in the process.
Mostly the 3/4 political parties decide that. According to the respondents, first
the budget is allocated, the paper work is done and only they inform the public
in the VC meeting. In VC meeting instead of interaction in project selection,
budget allocation, urgency of the projects, they just attend that meeting to give
approval by clapping hands for the already selected projects without further
interaction. They don’t know when the budget was allocated to these selected
projects and who applied for that. Only at last they know which UCs got the

projects.

“Only three parties know how much budget came, to whom
they gave. Consensus builds among these three parties, sometimes
they fight for the projects and their parts, if Rs. 50000 budget sanc-
tioned then they eat Rs. 25000 and invest the remaining, they keep
financial records by themselves, no strong monitoring and evalua-
tion how can they include the public? We don’t have information
about VDCs activities; we don’t know about the WCF, we are never
invited for the meeting. It would be better if we could have infoz-
mation. Now it is difficult to meet the Secretary, he lives in
Dhunche, the elected ones used to stay in the VDC. Now the staffs
are Chairperson, the election should be held ASAP”.

Participant from Dhaibung ward no. 5, Agriculturist

“This VDC (Kakani) always pour money to the lower level only.
These people are closer to the VDC staffs, political leaders stay there
and they have more information about the VDCs and budget. But in
our area, we are very good people and they don’t hear us. Our bad
habit is we drink at night and fight with each other but we never do
harm to others. We asked the VDC to give us some meters of pipe
for drinking water, to make footpath in the roadside but they never
heard us. Only in the lower belt they allocate the fund every year for
the road construction, next year for gravelling. Again that floods in
rainy season and they ask money for the renovation of the same
road. In this way they get more funds from the VDC. VDC’s deci-
sion making is biased. For us if the VDC staffs are from outside then
it will be easier to have good setvices and bargain. Now the staffs are
from the same locality and it is difficult to make our work done.

Participant from Kakani VDC , Ward no. 4

However; very few interviewee realized that all such problems arises due
to the passive receivers in the VDCs.

30



5.2.2 The UCs/CBOs are not getting the approved Funds

UCs/CBOs are the implementers of the local projects in the VDCs. They
have experienced and faced various problems during implementation. One of
the active members of the Brameshwori Primary School’s management com-
mittee of Kakani VDC, Kalpana Tamang (Mrs), said that her school was in
weak condition in terms of physical infrastructures and even it was difficult for
the students to attend the classes in the rainy season due to the ruined roof.
Then she along with other friend Sukuna Tamang (Mrs) on behalf of School
applied for financial support to the VDC to change the ruined roof. After the
long administrative process, VDC agreed to allow her school Rs. 50000. But at
last she got only Rs.35000. She did not know why the VDC gave only the
smaller amount. She fed snacks and paid for the transportation to the VDC
staff when her work was processing in the VDC. According to her, the VDC’s
decision making is not transparent, who can raise the voice, has power and ac-
cess they get the fund. With the VDC’s fund, her school has changed the roof.
Mrs Tamang added that when she was a chairperson of one women coopera-
tive in her area, she asked for financial support to the VDC to buy some sew-
ing machines for her community so that they could engage in income generat-
ing activities but the VDC did not allow any financial support to them.

Sita Neupane (Mrs), Chairperson of the Chandani Women Income Gen-
erating Group of Dhaibung VDC, Ward no. 3 has the similar experience as of
Kalpana. Her CBO applied for Rs. 50000 to the VDC and the VDC approved
the budget of Rs.40000 but at last they got only Rs. 36000 in hand. From that
money they have bought the utensils, tents, chairs and they are lending to the
locals in rents whenever there is functions, parties or other celebrations. In her
experience also, there is a big politics in decision makings in the VDC, who
raises the voice, can get the fund otherwise it is very difficult.

Nawaraj Dhakal (Mr), Secretary of the Gantabya Khanepani Tanki Nir-
man Samiti (Gantabya Drinking Water Tank Construction Committee),
Dhaibung, said that his UC applied for Rs. 100000 to the VDC but received
only Rs. 50000. More than 48 HHs are going to be benefitted after the comple-
tion of that 30000 litre tank. The community has contributed around Rs.
100000 already in understanding that if the UC able to collect the money they
will pay that back. Still they are in need of more money (Rs.50000-60000) to
complete the tank and he is again planning to apply for the VDC fund. He is
satisfied with the decision makings and monitoring and evaluation of the VDC.

Another respondent UC Chairperson of Gantabya Tole Dhakal Danda
Road Construction Committee Mr. Shankar Neupane is also satisfied with the
VDC’s services. His UC received Rs. 68000 out of approved Rs. 75000 from
the VDC. With that budget his UC has built 1100 meter rural road and with
small help of Rs. 20000 from one other consultancy. He is happy that only
from VDC’s fund they were able to construct a rural road. He mentioned the
problems his UC currently facing are:

e not getting the full approved fund from the VDC,
e the approved fund comes at the last moment of the fiscal year so
that the wotk cannot be started eatlier,
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e difficult to manage the construction materials such as stone, sand,
mud and likes due to the limited budget,

e conflict arises among the members of the beneficiary groups (such
as the road has not touch my land, the road took more area of my
fertile land; the drainage is too deep among many others). He fur-
ther added that if the beneficiaries of the project are 15 HHs it is
difficult to manage 5 HHs at last.

He also convinced the unfair decision makings of the VDC. It is not par-
ticipatory and the public do not know the VDC’s budget and activities.

5.2.3 Weak Monitoring and Evaluation (M&E) of development projects

The LSGA and the VDC Grant Guidelines have clearly mentioned about
the M&E Committee. However; in practice it is found that, this committee is
not working instead the three members’ executive VDC Committee is doing
M&E. When asked about not constituting the stated M&E committee, the re-
ply was that- currently the VDC Committee has the government employees
and they will be more transparent and accountable in M&E rather than the lo-
cal people and the party representatives’. This answer could be just an excuse
and the three members VDC committee may not work as like stated in the
LSGA. Surprisingly, one member of the beneficiary group said that M&E is
done by VDC Secretary or the other staff whom they nominated for the same
job. After having the information of project completion from the UCs, it is
evaluated by the VDC Secretary or other staff. We can easily imagine the short
circuited process and the formalities in the VDCs. M&E of the development
projects from the VDCs are very weak and ineffective. There is no proper
M&E committee working currently.

5.3 Current experiences of the Stakeholders

The following findings have been noted down during the interviews with the
local people in Dhaibung and Kakani VDCs.

5.3.1

The participants said that normally
they go to the VDCs for the citizenship,
vital registration (birth, death), recom-
mendation/authotization (marriage,
changing the names of their shops), land
transaction, to pay the land tax along with
others. More than 50% public from both
the VDCs said that they are not satisfied
with the services from the VDCs.

They have to pay bribes to have the
timely services but the VDC staffs do not
ask that directly with them. They make
various excuses such as come later, or the
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Difficult to have quick public services

“Sometimes we pay extra
money knowingly as bribe. Because
we are from agriculture back-
ground and have no leisure. When
we go to the VDC for our work,
the staffs normally ask us to come
later like three days, four days. We
can’t wait until that and have no
time to visit again and again. At
that time we pay them additional
money and make done our work. If
we pay extra then they do the same
wotk by the moment”.

Participant from Dhaibung,
ward no. 5




Secretary is not here and so on. If the local people pay them extra money the
same work can be done easily and quickly. According to some participants the
staffs of the VDCs are biased as they charge differently for the same work with
the locals. Many participants shared that bribery has increased in their VDCs.

5.3.2 Absenteeism of the Secretaries

Now, the Secretary comes from any part of the country for short period/
few months and also stays in the District headquarters (like Dhaibung VDC
Secretary) most of the time. They do not know about the local peoples and the
actual problems of the VDC. Due to this the Secretary could not take quick
decisions even for a small work. For example, to give the recommendation for
the citizenship, passport, he asks the local political party representatives for the
verification which makes the process lengthy. Same thing is happening in pro-
ject selection. The Secretary hears the local political parties’ representatives
rather than the public. It is difficult for the local people to have government
services, vital registration, citizenship cards, security allowances and also pro-
ject implementation. The poor functioning of the VDCs in the absence of the
elected local representatives has been experienced by all categories of infor-
mants /participants.

Most of the public said that the elected were better than the current Secre-
taries. They added, at that time the elected representatives from the same local-
ity used to come by winning elections among the local people as a VDC chair-
person, vice- chairperson, ward chairpersons and members and were familiar
with the local people and the problems. Most of the time they used to remain
in the VDC office and it was easy to meet and get work done.

5.3.3 Biased services for the locals
VDCs are not providing equal and efficient services to the local people.

Moreover, the locals who have access to the power or the VDC staffs are get-
ting good services. But it is difficult for the normal public to have timely ser-

vices when they have no

: : “My maternal uncle works there (in the Kakani
connection  with  the

powers and the political
association. One of the
participants in Dhaibung
said that when they go to
the VDC the office assis-
tant says he has no au-
thority to do that work or
we don’t have the docu-
mentary stamp right now
and it’s with the Secretary
in Dhunche and likes but
if others who have access
to the VDC staffs or po-
litical parties representa-
tive go immediately they
take out the stamp and

VDC). I don’t have problem to have my work done.
He gives us time to come to the VDC and we go there
accordingly. We don’t have to wait. Everything he pre-
pares and asks us to bring the essential documents. In
this area, in the upward part, there live our relatives
mostly and come to my house if they need something
from the VDC. My father (his father is a local politician
of Maoist Party) assists them to the VDC but takes
nothing in return”. In such we don’t have problem
and I liked the curtent system. We also attend the VDC
meetings and discuss about the projects and if we
found the wrong selection of the projects we correct
them and choose the important ones. But we actually
don’t know the budget allocation process and which
projects got fund. We only see the dozers digging the
roads but not sure it is constructing under the VDC
fund or from other sources”.
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do the same work. There is no strong monitoring and evaluation system work-
ing currently to check and guide the VDCs’ transparency and downward ac-
countability. The activities of the VDCs are not transparent in providing the
public services, maintaining participatory and inclusive decision makings. As
Yilmaz et al. (2008:1) expressed in Ch.2 that “Building appropriate local
ernance structures requires bridging the supply and demand side so that local
governments can be downwardly accountable to citizens. A precondition for
downward accountability is to simultaneously empower local governments and
citizens”.

5.3.4 Changing pattern of governance- Experience of the Ex-VDC
Chairperson

According to an ex-VDC chairperson of Dhaibung, at his time the work-
ing process was easy though the fund was less. There were many elected mem-
bers in the various committees. It was easy to mobilize the members for better
delivery of the public services and the information dispersion. He added that ‘if
we are elected from the public a kind of confidence and willingness comes
from inside to implement the development works by taking the community in
confidence’. He has many inspiring experiences of his time.

During the period of his tenure (1997-2002), he invested a lot (about 60%)
in education. According to him, there was only one higher secondary school in
his village and students had problems to have higher education at that time.
The VDC fund was not sufficient to invest in the construction of the building
and other infrastructures. But he was succeeded to collect the additional fund
with the help of other donor (Langtang Foundation) and the remaining from
the VDC revenues in well understanding of the VDC Committee members.
Then they were able to establish two higher secondary schools in their VDC
area. Later he was questioned by the DDC about the high investment in edu-
cation sector only and as punishment they stopped the VDC account for six
months. But at last the DDC appreciate the work of VDC Committee as many
students were able to have higher education in their local area. Meaning at that
time they could invest the fund in bigger projects but now it’s difficult. The
fund seems larger in amount but could not provide tangible changes in the lo-
cal area. Mostly the fund goes to the smaller and fragmented projects to satisfy
many stakeholders which even could not complete and if completed also they
are not effective.

“Now, there are government appointed people in the committees. Local political
parties’ representatives are almost in all the committees formed in the local level.
Among them there was a big conflict! in the beginning and difficult to build consen-
sus. Most of the time, political parties do not even sign in the projects if they are not
selected according to them. VDC could not conduct VC meetings also for 2-3 years.
Now the situation has changed and improving a bit as Maoist party lost his first posi-
tion and remained in the third in the central politics as well as that party has split into
two so the influence of them in local level is not like as before. The current govern-
ance process 1s very weak. It is very urgent to have alternative mechanism with more
authority to handle the fund and VDCs activities which can punish if something goes
wrong. Otherwise whatever money comes it will go the way it comes and there will be
no development in our VDC”.

Ex-VDC Chairperson, Dhaibung
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The other exemplary thing he introduced is to give the social security fund
by going to every ward and to each people who are eligible, once in a year be-
cause the settlements are very scattered and people don’t know the process to
get that. Again many people commented on his work about going to their
places rather than distributing from the VDC but at the end they were con-
vinced. The information flowing was very good during his tenure. He gave the
clear information to the ward settlers about the received/available fund in the
VDC and asked them to submit the proposals. He organized meetings - one
day for each ward just to give information and process of the development
planning. And he suggested the settlers of each ward to choose only one genu-
ine project which can be implemented within the available budget rather than
many. In this way people used to know the information and they did accord-
ingly. And there was no problem in selection and prioritizing the projects and
budget allocation. The process was very easy, transparent and participatory.
But now it is not like before.

5.4 Challenges to Local Governance

5.4.1 Weak capacity of the VDCs

Based on the interview and the field observation, instead of increment in
the number of staffs with the rising fund, the VDCs are running by very lim-
ited staffs like three in average such as Secretary, one office administrator and
one helper. Among these staffs, they lack competency in proper information
keeping and management, financial record keeping and other auditing and ad-
ministrative works as well as leadership enhancement skills and trainings. Ac-
cording to the LSGA, the DDC has to provide timely training in these sectors
and the changing rules and regulations of the central government. They have
no computer entry system and currently the VDCs are running on the personal
capacity of the Secretaries. VDC secretaries are solely handling the office and
the fund more than five million every year including all. “The realization of
fiduciary? risk can be caused by variety of factors, including weak control sys-
tems, inadequate organizational capacities, staff incompetence, bureaucratic
inefficiency or corruption. Fiduciary risks can result from poor governance,
weak capacities or the lack of an enabling public environment” (MoL/ GoN
2012:6). In shortage of the efficient and skill manpower VDCs are having
problem in upgrading the list of population, formulation of the periodic and
annual plans effectively. Due to this they are unable to distribute effective in-
formation, quick services and manage good relation with public in the local
level. Transparency and accountability of the VDCs are not maintaining well
and lacking. Frequent transfers and unwillingness of the Secretaries are other
problems.

3 “Fiduciary risk is the risk that funds will not be used for their intended purposes,
will not achieve value-for-money and/or will not be propetly accounted for”(
Mol./ GoN 2012:6).
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Kakani VDC does not have its own VDC building (the building was de-
stroyed by the Maoist during the insurgency) and operates from one rented
room. The Secretary feels uncomfortable public environment to deliver ser-
vices. Due to lack of awareness in the public they ask him to do the work out
of the legal framework. If not done then they blame the secretary as he does
not listen to them and even not helpful and cooperative to the local people.

Most of the institutional units and committees are dysfunctional and miss-
ing currently. For example, there are no WCs, Account Committees, and
proper M&E Committees among others as provisioned in the LSGA. Secretar-
ies seem less enthusiastic and unwilling towards the development of the VDC
area. They could not take strong decisions in project planning, selection and
budget allocation. They are delivering services for the sake of their jobs rather
than the actual development partners. This situation aptly shares the observa-
tion of Rondinelli (as quoted in Ch.2) that decentralization requires certain
preconditions and supporting policies that many governments cannot or will
not provide, and changes in attitudes and behaviour on the part of central gov-
ernment officials that have been difficult to achieve.

Rapid expansion of grants to VDCs in recent years largely represents a
top-down effort, without consideration of institutional capacity of the VDCs.
It would be better if the central government could have been conducted the
skill enhancing programs to increase the capacities of the available staffs in
handling the increased grants, so that they could deliver the services in an ef-
fective and efficient manner and awareness programme for the communities as
well. Like Grindle and Hinderbrand (1995:445) in Ch.2 said, “capacity as the
ability to perform appropriate tasks effectively, efficiently and sustainably. In
turn, capacity building refers to improvements in the ability of public sector
organizations, either singly or in cooperation with other organizations, to per-
form appropriate tasks”. VDCs are in need of capacity building.

5.4.2 Late transfer of Funds to the VDCs

This is a great problem in the VDCs. VDCs get central grant from the
DDCs in three instalments after passing many administrative processes. Be-
cause of the political turmoil in the centre, the budget speech of the Finance
Minister comes lately which announce the allocation of the budgets to the dif-
ferent sectors including local governments. The budget announced by the Fi-
nance Minister has to pass by the legislative patrliament. After that only it goes
to the Ministries. When MoFALD receives the allocated fund it passes down
to the District Treasury Control Office (DTCO). And then after all administra-
tive works it passes in three instalments to the DDC’s account. DDCs only get
first instalment from the DTCO normally in the first week of January. The first
instalments to the VDCs reached only in February and March. VDCs have to
implement the development projects within the short period of time otherwise
it will freeze. Nepal’s fiscal year starts from Mid July. One of the VDC Staffs
said that the last instalment comes almost at the end of the fiscal year and they
get the direction from the DDC to spend that in the remaining time. In the
previous years they could save the fund and can spend later but from last year
there is no such provision. Sometimes they have hardly two weeks or even
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shorter for that. The late transfer affects all the projects and the UCs also could
not get fund on time. In such one could easily see the level of effectiveness and
sustainability of the development projects constructed at the local level.

5.4.3 Overburdened VDC Secretaries

Currently in the absence of elected VDC chairperson, the government ap-
pointed VDC secretaries are performing double roles and responsibilities one
as a political head and the administrative chief. In LSGA (1999:14-16) the roles
and duties of VDC Chairperson, Vice-Chairperson and the VDC Secretary are
described. The Chairperson has to perform twelve functions, Vice-Chairman
has two and the Secretary has again twelve functions. In this way currently
VDC Secretaries are performing more than twenty functions and their roles
and responsibilities are very intensive. “Present functions of a VDC secretary
include providing different recommendations such as for citizenship certificate
or passport; executing vital registration activities; revising and maintaining vot-
ers lists; accomplishing the planning, implementation, supervision and moni-
toring of block grant-based VDC-level programmes; providing certification for
completed projects; looking after the maintenance of completed projects; pet-
forming internal and final auditing of accounts; implementing literacy pro-
grammes; distributing old-age, widow and disabled pensions under the social
security programme; collecting land revenue and coordinating with the APM”
(Dhungel et al., 2011:63).

In addition to the above mentioned list, the Secretaries have to attend all
the meetings of the various committees held at the local level and also of the
DDC’s monthly meeting. They have social and moral responsibilities to main-
tain good rapport with all the stakeholders in the local levels meaning they
have to maintain vertical as well as horizontal responsibilities. “The absence of
elected VDC officials has increased secretaries’ workloads whilst the resources
and supportt to carry out their jobs has not increased. This will have adversely
affected the efficiency of VDC functioning including the effective use of block
grants” (Inlogos 2009:11).

5.4.4 High Political Influence

During interview with the concerned participants and informants and even
the VDC Secretaries all were expressing the problem of high influence of local
political parties in every activity of the VDCs. The Secretary of Hastichaur
VDC said that the political dominance should be stopped, the Daibung vice-
Secretary said there is not much influence of politics in his VDC and the Secre-
tary of Kakani was emphasizing on the unawareness of the local people in de-
cision makings indirectly indicating the party influence. These local politicians
are making decisions in planning, project selection, prioritization and budget
allocation in the local development projects without considering the wider
population. But if the decisions makings and planning are not participatory, the
effectiveness and sustainability of the projects may decrease if the community
have no stake or ownership on them. These political parties only have no leg-
acy in decision makings as they have not been elected and so are not formally
accountable to the local people. Involvement of the political parties could be
good if their managerial skills and networks can be utilized in the local level.
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They have potential role to change and develop their VDCs and also maintain-
ing accountability of the VDC officers.

5.4.5 Lack of Coordination with the VDCs

During interview, VDC Secretaries said that the cooperation and coordi-
nation between the VDC and other organizations like private sector, NGOs
and the DDC is lacking. Though the LSGA has provision that all the local pro-
jects have to be implemented through the VDCs but sometimes the projects
are implemented without informing the VDCs. The Secretary of Kakani said
that, sometimes it invites misunderstanding among the UCs/CBOs and diffi-
cult to monitor and manage them.

5.4.6 Inadequate Fund

This problem was mentioned by all the concerned VDC Secretaries. Ac-
cording to them the demands of the projects in the VDCs are very high and
due to shortage of adequate fund many projects could not be implemented.
The government has directed to spend 10% for the children, 10% for the
women and 15% for the disadvantaged groups and so on to the VDCs. After
allocation to these sectors, the capital fund will be less for the remaining devel-
opment works. And they mentioned that even the recurrent fund is also very
low and the staffs have fewer facilities due to this.
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CHAPTER SIX
CONCLUSION

After long struggle Nepal was able to re-establish democratic governance
system in the 1990s. Decentralization was taken as a state policy measure to
hold the excluded, marginalized and disadvantaged section of the population in
the mainstream development and to distribute the public goods and services in
a equal and equity basis. Political, financial and administrative authority was
devolved through the LSGA and the LSGR to the local governments such as
District Development Committees, Municipalities and Village Development
Committees to enhance local governance process and community develop-
ment. Rondinelli (1980:135, quoted in Ch.2 of this paper) also believes that
‘decentralization allows greater political and administrative “penetration” of
national government policies into areas remote from the national capital, where
central government plans are often unknown or ignored by the rural people or
are undermined by local elites, and where support for national development
plans is often weak’. Government has been transferring the grants to the
VDCs since 1995 aiming to support them in smooth implementation of the
development projects at the local level. This research work has analysed the
obtaining process of local governance in the absence of elected councillors re-
garding their planning, decisions makings and budget allocations. It is found
that the governance process is not effective and encouraging as findings below
illustrate.

6.1 Planning Process is not participatory

Based on the information of the interviewee, the obtaining local develop-
ment planning process is not participatory. Local people are deprived of having
adequate information from the VDCs such as the total fund of the VDCs,
process of participatory planning, project selection, prioritization and likes. In
such the majority of the population is excluded from the planning process
where as the influence of local politicians is higher. The local units such as
WCs, WCF, VDC, and VC the key venues created for ensuring larger commu-
nity participation are not effective and WCs are dysfunctional due to the ab-
sence of elected members. The projects are selected in a haphazard way only in
consultation with selected few. The local government officers and the local
politicians both are not accountable and responsible towards the local commu-
nity. If the planning process is short circuited and the projects are selected and
implemented without consulting the wider communities, the effectiveness and
sustainability of these projects will be low as there will be no ownership and
responsibility of the public. According to Hadiz (2004, quoted in Ch.2) decen-
tralization, moreovet, is said to potentially lead to greater prioritization of local
needs in development policy, as it encourages greater accountability of those
who govern to local communities, but it is less applicable in Nepal’s current
context.

VDCs have to play a crucial role to promote and ensure access of stake-
holders in the political and decision-making process to the planning and man-
agement of the development programs at the local level not only from the de-
velopment perspective but also conflict resolution perspective. As the country
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has recently come across the decade long violent insurgency due to the exclu-
sion of marginalised and other disadvantaged sections of the society in devel-
opment and decision making process, therefore participation that includes rep-
resentation is very important. In this transition period, many of the country’s
institutions and structures are out of functions and the new ones are still not
established yet.

6.2 Budget Allocation process is not transparent

VDCs’ budget allocation process is also not transparent and participatory.
Majority of the consulted participants and the informants said that the VDCs
budgets are allocated in a closed circle of political parties and some few others.
The projects are not selected and funded on a equitable basis for all the wards
of the VDCs. The VDC Secretaries also could not take the strong decisions in
budget allocation and again there is high influence of the political parties.

There is a need of awareness creation and capacity development of the
VDCs, political parties and the local communities to maintain the strong and
effective governance system at the local level. The aim of the Local Self Gov-
ernance Act, 1999 and the Local Self Governance Regulations, 2000 is to en-
hance the demand and the supply sides of both the local governments and the
public to have strong governance system in the local level. The current situa-
tion in Nepal with respect to decentralization closely approves the findings of
World Bank (1998:11, stated in Ch.2 of this paper), ‘Designing decentralization
policy is difficult in any country because decentralization can affect many as-
pects of public sector performance and generates a wide range of outcomes.
But it is particularly difficult in developing countries because institutions, in-
formation, and capacity are all very weak’.

6.3 The Stakeholders are not satisfied

Majority of the concerned respondents are not satisfied with the VDCs
current activities and service delivery. It is difficult for the local public to have
timely and transparent services. The corruption has increased in the VDCs.
Projects and budgets are allocated according to the local political leaders and
the elites. The women are having more problems than their male partners.
Their voices are not heard and VDCs’ services are biased. Instead of coopera-
tion and coordination between the public and the VDCs, the gap is widening
and the local governance process is deteriorating in the local level. The local
people want to have the local election at earliest possible.

The findings above point that there is a wider gap between the LSGA and
the current governance practices existing in the VDCs. The planning, budget
allocation and M&E process is not participatory and encouraging. The spirit of
the Local Self Governance Act and the Local Self Governance Regulations has
not been met yet. In fact, the present situation in Nepal closely attests Hadiz's
(2004:704), findings discussed in Ch.2 of this work, that decentralization is not
necessarily a panacea for developing countries.
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6.4 Recommendations

The findings of the research lead to suggest a number of areas requiring sig-
nificant reforms in the current scheme of decentralization in Nepal including
synchronization of policy framework with the field reality, effective programs
for capacity enhancement, citizen empowerment both on receiving and digest-
ing ends and above all immediate formation of elected local bodies. This would
certainly require further investigation of the experiences from more VDCs rep-
resenting all geographical and social conditions.
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Appendix 2

List of the Key Informants/Participants

Name VDC Post

Mr Hem Raj Pandey Kakani VDC —Secretary

Mr Nar Bahadur Aryal Hastichaur VDC —Secretary

Mr Govinda Acharya Dhaibung Office Administrator/Vice-Secretary

Mr  Bhawani  Prasad | Dhaibund Ex-VDC Chairperson

Neupane

UCs/CBOs

Mrs Kalpana Tamang Kakani Member,  School = Management
Committee, Brahmeswori Primary
School

Mrs Sita Neupane Dhaibung Chairperson, Chadani Women In-
come Generating Group (CBO)

Mr Nabaraj Dhakal Dhaibung Secretary, Gantabya Tole Drinking

Water Tank Construction Commit-

tee (UC)

Mr Shankar Neupane Dhaibung Chairperson, Dhakal Dada Road
Construction Committee (UC)

Public

Sete Tamang Kakani

Sanja Bd. Lama Thing Kakani

Raj Lama (including 8 Kakani

others)

Sukra Lama Kakani

Dipesh Lama Kakani

Girba Raj Neupane (in- Dhaibung

cluding 4 others)

Chitra Prasad Devkota Dhaibung

Sitaram Dhaibung

Group discussion ( about Dhaibung

10 people)
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Appendix 3

Minimum Conditions (MC) for VDCs as defined by the LSGA, 1999

9.

10.

11.

are:

The VDC Council must approve previous year’s VDC plan, pro-
gramme and budget

VDC must conduct annual review of previous year’s programmes and
projects

VDC must get released 90% of the total VDC Grant (capital) allocated
by GoN of last FY

VDC must plan and budget for a certain amount of VDC grant to the
targeted groups as required by the VDC Grant Guideline

VDC publicize last year’s income and expenditure statement

Final audit of VDC account of the previous of the previous FY should
be completed and the audit report should be disseminated publicly by
the auditor

VDC must document it’s all income-expenditure information in the
given format

VDC must maintain account of its cash receipts, expenditure and reve-
nue ledger books, and advance ledger book, movable, immovable and
other assets

VDC should have update list of people getting social security allowanc-
es to the last FY

VDC must keep an account of Vital Registration and submitted a re-
port of it to DDC

VDC should have prepare Village Profile (Postponed)
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Appendix 4
Panchayat System of Nepal

Prior to democracy, the country was ruled under the Panchayat System introduced by
King Mahendra. Under the system, the King was both the head of state and the gov-
ernment. Although, the system was reformed in 1979 with a introduction of elected
National Panchayat (assembly of people's representative), this was just a showcase of
democracy for the King as most of the candidates were endorsed by the Palace prior
to their nomination in the election and only the candidate endorsed by the King was
elected by the National Panchayat to the post of Prime Minister. It remained for 30
years (1960-1990). All political parties were banned during this period.
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