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Abstract
Analytical concepts of path dependency offers  insight on explaining  why the institutional design and practices of formatting stage or of evolved through  a longer period, often, tend to occurring of similar phenomena persistence, even if new attempt of institution or policy reforms are induced., if such inducement is not backed by  stronger and deeper dynamics of transformation. Similarly, the concept of public choice offers insights why the condition of agency problem occurs, such that in the context of constraints in oversights of the principal.

Since, the process of transferring responsibility, authority and accountability encompasses politics; decentralization is more open and complex field of inquiry. As the initial context of decentralization often shifts, the process of decentralization also seems to be shifting.

Further, decentralization reform process initiated with bigger promises and high sounding technical analysis often characterised as facing more or less similar challenges of overlapping of authority, functions not followed by the appropriate source of fund and functionaries, lip service of political commitment, poor accountability of the local government, weaker institutional capacity and lack of coordination in reform process among the line ministries at the centre.

This study also shows the similar characteristics in the process of transferring responsibility, authority and accountability to the local bodies in Nepal. Declining public accountability seemed more striking in Nepal, mainly because of the long obstruction of local election. Since, there are no elected representatives in the LBs and overall governance of the country is plagued by the transition, agency problem in the LBs seemed more striking.  
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Chapter 1 : Introduction
1.1 Background
Decentralization is considered one of the key strategies in the current discourse of governance reform and has attracted considerable concerns in both developed and developing countries. Since there are different understanding on the processes and dynamics of shaping and reshaping state, society and economy, the process of decentralization also is viewed and understood in diverse ways. However, a minimum sense of similarity the concept signifies   is that it is a process of transferring responsibility and or authority and accountability from central government to its local units.  

In many developing countries, a process of dispersing certain functions from the central authority to the local governing units through delegation and deconcentration was basically conceived as an administrative approach of decentralization. The   key strategy of administrative decentralization was to relaxing the responsibility of service delivery while keeping political power and accountability of central government unchanged. 
But, a new feature during the 1990s appeared as a process of shifting of certain authority including reallocation of tax revenue, mobilization of local natural resources and recognition of local political autonomy through the mechanism of politically accountable local government, which is often, refereed as political decentralization.  It was more an approach of responding bottom up political pressure for improving participation in the governing process (Cheema and Rondinelli, 2007, pp 2-6). For some, it was a   paradigm shift in organizing the state society relations. 
 Governments and international development partners have attempted to explain decentralization in developing countries as a driving process of local development, democratization and governance reform; however, empirical evidences have revealed mix results in this regards. It makes clear that decentralization is essentially a complex political process (EC, 2007). Neither had it always necessarily led to the intended positive policy outcomes for the development of a country nor did it easily move to the initial direction of reforms for transferring responsibility, authority and accountability to the local level.
The paradox of decentralization is that it demands more central government and more sophisticated political skills at the national level (EC, 2007)
 If decentralization is to develop as an institutional change that enhances the social economic progress of the countries that are experimenting with it, central government must be able and willing to steer the institutional change in the direction   of more democratic and efficient society (Hommes, 1995, pp 331-350). 
1990 is marked as an important turning point in Nepalese history as the country took a new political conjuncture in terms of democratizing the regime. The popular movement of 1990 had swept the autocratic Panchyat regime organised under the notion of absolute monarchy and opened the avenue for the restoration of multi-party parliamentary democracy limiting the monarchy into the symbolic role of the head of the state. This process of democratization has further expanded by the latest political change of 2006 as the country has declared now as a republican state and passing through a new transition to democracy. 

As the new transition is still fluid in terms of institution design for the LG, the decentralization processes and policies initiated along with the political change of 1990 are of critically importance for analyzing the political economy of decentralization discourse in Nepal. Such importance is grounded on the fact that the gap observed between pubic promises of the newly established political leadership in favour of promoting effective system of LG and subsequent mode of LG were very striking. 

Despite the promises that were very straight forward, time and again reiterated and also codified through the framework of local elections, local-self governance act, 1999 and its rules and various other means of legal, administrative and political programmes, for creating effective local-self governance system to deepen the roots of the democracy, to ensure the accessibility of ordinary people to the dividend of democracy and promote the good governance down to the bottom level, were conceived very candid in terms of translation into reality. It then is an interesting area of inquiry. Why those promises, policy promulgation and institutional renovation of decentralization process are plagued with various deficiencies and LBs now are facing legitimacy crisis? 

In this background, this study shortly attempts to examine various processes and policies of government of Nepal on transferring authority, responsibility and accountability to the LBs, which are the basic set of institutional and organizational arrangements for the exercise of authority in carrying out the devolved responsibility at local level. 
1.2 Objective

This study attempts to investigate the various political, economic, administrative dynamics after 1990 that shaped and reshaped the current state of arts on transferring responsibility, authority and accountability to the local government of Nepal. Further, it aims to trace out a general overview of issues on local government, as conceived by the key actors of LG, to be embodied in the new constitution of Nepal.


1.3 Research Question

       1.  To what extent has Nepal been successful in creating an effective local government system in Nepal? What are the major dynamics of shaping current state of affairs of decentralization in Nepal?

  Sub-Research Question
            1. What are the driving processes of transferring   authority, responsibility and accountability to the local bodies in Nepal?

            2. To what extent the authority, responsibility and accountability to the local bodies been assigned in Nepal? 
             3. To what extent has the system of local government of Nepal been successful in exercising assigned responsibility, authority and accountability the local governance? 
           4.   What are the major factors shaping political will of actors in the decentralization policy reform in Nepal?

            5. What are the major issues associated with decentralization in the context of state restructuring in Nepal?
1.4 Methods and Methodology

The study is an investigation into the general nature of decentralization process experienced in Nepal since the beginning of 1990s. It examines the impact the decentralization process of post 1990 has made on exercising of political, administrative and financial authority by the local government. The analysis is based on qualitative and quantitative data gathered from both primary and secondary sources. Data sources used include- interviews and focus group discussions with key informants involved in the formulation  and implementation of decentralization policy in Nepal, official reports and gazettes the GON, various reports of CA, reports of different government agencies, study reports of various  donor agencies and reports of NGOs working in this field. 

1.5 Research Limitations
             Making analysis on comprehensive scope of , and over the  period of  more than three to four decades on decentralization  policy through multitudes of governance framework is too large and complex task for the size and scope of this research exercise. Thus scope of analysis, therefore, is limited on exploring the macro process of, after the period of 1990,on  transferring responsibility, authority and accountability to the local bodies in tandem with functions, funds and functionaries considered important on creating a basic system of local government in a developing country.

              Further, a general observation of issues considered relatively more important on experiencing a success or failure of any reform process is made in the sense that it can bring a helpful window to those interesting to watch out the process of redesigning the intergovernmental relation during the ongoing reform process.  But considering the vastness of the task and limitation of the researcher, the paper has simply been limited on tracing major issues as conceived by the key actors especially involved in the local level that potentially constrained the intended policy outcomes of current decentralization reforms in Nepal. This attempt is limited on exploring general experiences of actors involved in the   process.
1.6  
Organization of Papers


The study has been presented into five chapters. Chapter one deals with general introduction of the research topic and methodological briefs. 

The chapter two provides the conceptual and analytical framework of the decentralization policy reform, with specific focus on devolution of authority, responsibility and accountability to local government.
Chapter three provides a background of decentralization in Nepal. It reflects a historical overview of decentralization process in view of major conjunctures of political changes from the 1950s. Further, it makes short observation of the recent   dynamics of local central relations in the context of designing federalism in Nepal.

Chapter four provides basic structure and processes of design and implementation of decentralization reforms after 1990 and outcomes and analysis of decentralization policy. 

Chapter 2 Conceptual/Theoretical Framework
2.1 
Decentralization Matters 

          Central government, around the world are following a trend of decentralizing fiscal, political, and administrative responsibilities to lower-level governments and to the private sector (Ahmad, Bird and Litvack, 1998, pp 1). The trend has spread, as the problems like persistent regional disparity, administrative inefficiency, red tape and lack of coordination, limited reach, inability to sustain local level action, limited adaptability to local circumstances, and creation of dependency (Siedentopf, 1987:13-14; Korten, 1981:181-183) were realised as the result of centralised system of government.  It has questioned the thinking about the government as the dominant source of political and legal decision making and challenged the idea that comprehensive national planning system was the better mechanism of economic growth, among the dominant academics, politicians and policymakers. It paved the way to   revise the way of the intergovernmental relationship, and recognized decentralization as one of the important strategy of governance reform in developing countries. 
           Nevertheless, the initial contexts why decentralization reforms are widely spread in developing countries vary country to country and the concept remains one of the most widely debated one. Despite there are controversies among the thinking of politicians, bureaucrats and donor communities whether decentralization can help increase substantive participation of people in the governance and improve of public service delivery, there is strong normative and conceptual support on the decentralization for the good governance agenda, and argued that decentralization matters. 
         The initial context of decentralization reforms is perceived differently across the countries. In some cases, as in Philippines and Indonesia, decentralization reform was to respond the urgent political and or economic crisis where as bolstering legitimacy of state and its presence throughout the national territory was in Cambodian and Bolivian case. Similarly, transition from authoritarian to democratic rule was the context of initial reform in Brazil, South Africa and Mexico where as broader market transition or of economic development strategy inspired Vietnam and China, to adopt decentralization and challenging post-conflict situation remained the basic context of decentralization reforms in Rwanda and Uganda (Eaton, Kaiser and Smoke, 2010, pp 9). 

         Further, from the examination of various literature, it is seen that  the claim of grass root people including marginalised and disadvantaged groups, class, sex and region for their fair, just and equitable share in public decision making and benefit sharing process has become  more vocal, demand for public services and physical infrastructure has been  growing and local communities are becoming more aware of their social, cultural identity; government of developing countries are facing  efficiency and legitimacy imperatives to   rethink their intergovernmental relationship.  Following observation of a policy advisor of relevant programme of   UNDP also highlights that the global governance institutions and developed countries have given more attentions, invested resources, and prioritized areas of interventions to the decentralization reforms in the developing countries: 
Various United Nations agencies including the United Nations Development Programme and the United Nations Capital Development Fund, the World Bank, USAID and numerous other international donors and bi-lateral agencies have invested significant resources towards decentralization programmes in efforts to improve governance practices and strengthen democracy worldwide These programmes assist central governments in designing and implementing decentralization plans, reforming legal, political and fiscal systems, and carrying out sectoral programmes. Other programmes address local government capacity building (resource mobilization and management), social services planning and delivery, popular participation, gender equity, natural resource management” (Work R., pp  )
. 

2.2 
Evolution of Decentralization Concepts 
  The idea of transferring authority from the centre to its supporting or assisting entities in the local level is not a new phenomenon; however, in the historical processes of change we see considerable differences in the meaning, objectives, forms and ways attached with this process.

Caroline Andrew and Michael Goldsmith also emphasis that the plurality of local bodies performing local service functions is not a new. They examine the position of John Stuart Mil on the value of elected local government as rested upon two main arguments, ‘first the local elected institutions are an essential element in a democratic system of governance because they widen opportunities for political participation as well as providing for the education of citizen in the practice of politics and governance. Second, Mill believed that an elected local government was necessary because of its ability to oversee the affairs of the locality, based on local knowledge, interest and expertise, and makes it more likely that efficient and effective local services will be provided than by other agencies and certainly by a distant central government’ (Caroline  and Goldsmith , 1998, pp 107-108). However, for them, the new is  real or imagined crisis of legitimacy facing governmental institutions, political parties and political processes in the reference of changing social and economic environment in national and local government like, shifting centre of manufacturing power around the world, weakening of the power of organised labour, changing technologies like rise and research concentration on IT and biotechnology, changing nature of capital like rise of property industry and deregulation of financial markets, new demands and pressures related to three kinds of new  issues- gender,  minorities and  environment and sustainability that gave rise  local governance what they conceptualize it as the fragmented structure(Caroline  and Goldsmith  1998, pp 102-105). 

John M. Cohen and Stephen B. Peterson marked at least three phases of decentralization reforms and programmes, after the Second World War, sought to assist the government of late developing countries by the Western aid agencies and colonial powers with different but cumulative objectives- in the early 1960s as a transition to independence, from the mid-1970s to early 1980s as the promotion of development objectives and since the mid-1980s as  to pressurises conditionality for structural adjustment (Cohen and Peterson, 1999, pp 1-2). Smoke also focuses that ‘under structural adjustment policies initiated during 1980s, central governments reduced the growth and scope of their activities and attempted to improve performance of the functions they retained’ (Smoke, 1993).
Cheema and Rondinelli explain the three wave of decentralization thinking in the similar fashion of Cohen and Peterson but with different tone on its focus. For them, the first wave of post- World War II thinking on decentralization, appeared in the 1970s and 1980s which focused on deconcentrating hierarchal government structures and bureaucracies,  the second wave with the beginning of 19980s broadened the concept to include political power sharing, democratization and market liberalization, expanding the scope for private sector decision-making and during the 1990s the third wave of decentralization was seen as a way of opening governance to  wider public participation through organization of civil society (Cheema and Rondinelli, 2007, pp 2-3).

 The ‘new public management’ movement of the 1990s in richer countries shaped the way international development organizations and many reform oriented public officials in developing countries began to think about what government should do and how they should perform. At the heart of this approach to government was the notion that it had to be decentralized in order to achieve all of the other goals; that is, it would be most effective working through participation and teamwork among government agencies at different levels and with groups outside of government (ibid, pp 2-3).Especially since the 1990s, decentralization reforms have attracted support in popular discourses of “good governance” in connection with participation and subsequent poverty reduction. 
2.3 Forms of Decentralization
Those are studying the decentralization or interesting in centralization and decentralization debates have been promoted, often making a clear distinction, on several different ways of classifying forms of decentralization. What is common to these classifications is that they recognize the need for definition more than legal concerns (Cohen, and Peterson, 1999, pp 20). Following table 1 provides a general overview about the different label used and the basis of classifying such labels about the forms of decentralization, however, we can not preclude that more other labels could be used in other literatures. 
Table 1: Basis of Analyzing Forms of Decentralization

	Basis of Classification
	Forms of Decentralization
	Main Focus
	Limitations

	Historical Origins
	1. French 2.English 3.Soviet and 4.Traditional
	History of origin
	Too simplistic and analytically weak

	Hierarchy and Functions
	1. Territorial 2. Functional 
	Hierarchy of jurisdiction and process of transferring public sector task out of the capital city. Expansion of array of institutions and organization carrying out public sector tasks.
	Rudimentary to facilitate clarity over design and implementation issues,

	Centre periphery linkages on ways of bringing more effectivedevelopment programmes/projects.
	1. Devolution 2.Functional devolution 3. Interest organization 4. Prefectoral Deconcentration5.Ministerial Deconcentration 6. Delegation of Autonomous agenci7. Philanthropy and 8. Marketization
	The approach best illustrated by the Berkeley Decentralization Project focuses on linkages of the centre and periphery on a sector –by-sector basis
	Eclectic and dependent on the administrative, political, economic and value rationale of the analysts addressing the problem

	Patterns of administrative structure and functions
	1. Local level governmental system 2. Partnership system 3.Dual system and 4.Integrated administrative system
	Responsibility of administrative structure and functions for the production and provisioning of collective goods and services
	Analytically not enough to deal with the increasing diversity of structural and functional designs of decentralization

	Characteristics of local-level government units
	Decentralization only occurs when local level government units are following characteristics : 1. Established by legislation that gives legal personality to the unit 2. Located with clearly demarcated jurisdictional boundaries within which there is a sense of community, consciousness and solidarity 3.governed by localy elected officials and representatives 4. Authorized to make and enforce local ordinance related to devolved public sector tasks  5. Authorized to collect legally earmarked taxes and revenues and 6. Empowered to manage their budget, expenditure, accounting system and to hire their own employees, including those responsible for security
	Based on the experience of single country and very restrictive

	Objectives of distribution of power and functions
	1. Political decentralization2. Spatial decentralization3. Market decentralization4. Administrative decentralization (Deconcentration, devolution and delegation as the types but not the forms  of decentralization)


	Political, spatial, market and administrative objectives of distribution of power and functions.Distinguishes Types from the Forms of decentralization.
	


(The table is based on the Cohen, and Peterson, 1999, pp 19-24)

2.4 
Types of Decentralization

2.4.1 Deconcentration

Deconcentration is often called the weakest form of decentralization and rationale behind it is often explained as simple as is to transfer work loads downwards. Some define the type as  ‘Deconcentration is the process by which the central government disperses responsibilities for certain services to its regional/local branch offices without involving any transfer of authority to lower levels of government’ ((Litvack, 1985 in Berg, and S. 2004). At its core, deconcentration involves ministries retaining power over key tasks at the centre while transferring the implementation roles related to such tasks to staff located in ministerial field office (Cohen, and Peterson, 1999, pp 24).
2.4.2 Delegation 
Delegation, as often defined ,refers to the transfer of public policy making and administrative authority and or responsibility for carefully spelled out tasks to institutions and organizations that are either independent or under central government’s independent control ( Ebel and Yilmaz, 2001)
2.4.3
Devolution

The devolution is often explained as the strongest form of decentralization as often it creates political constituencies at the local level.  Litvak conceptualizes that Devolution occurs when the central government transfers authority for decision making, financial allocations and management to quasi-autonomous, units of local government. Devolution usually transfers responsibilities for services to municipalities that elect their own mayors and councils, raise their own revenues, and have independent authority to make investment decisions (Litvack, 1985 in Berg, S. 2004).

 Cohen, and Peterson  provide a long list of criteria on the form of , devolution requires in the  national legislation and supporting legislations such that: (1) grant specific local-level units corporate status (2) establish clear jurisdiction and functional boundaries for such units (3) transfer defined powers to  plan, make decisions, and manage specified public tasks to such units (4) authorise such units to employ their own staff (4) establish rules for the interactions of such units with other units of the governmental system of which they are a part (5) permit such units to raise revenue from such specifically earmarked sources as property tax, commercial agricultural production tax assessments, licence fees, public utility charges, or from the grants and loans provided by the central minis tries; and, (6) authorize such units to establish and manage their own , budgetary, accounting and evaluation system(Cohen, and Peterson, 1999, pp 24)
2.4.4
Divestment/privatization

UNDP and WB are applying two different terminologies to describe similar types of phenomenon. A EC publication sketch the idea about the divestment that it occurs when planning and administrative responsibility or other public functions are transferred from government to voluntary, private or non-governmental institutions. This often involves contracting out partial service provision or administrative functions, deregulation or full privatization (EC, 2007 pp 17)
2.5 Analytical Approaches to Decentralization
2.5.1 Neoclassical Economic Theories of Public Choice
Johnson, McCullough and Rondinelli in 1989 examined two major approaches emerged to analyse decentralization policies in developing countries: the approach of neoclassical economic theories of public choice and policy analysis approaches of using pubic finance and public administration theories(Rondinelli, McCullough and Johnson, 1989, pp 58) They  further offer an integrated political economy framework to provide comprehensive theoretical and methodological solution to determine how decentralization should be carried out . 
Though Public Choice theories can be useful in analysing the benefits and costs of decentralizing the provision of some public services, especially those for which user charges can be levied or for which criteria of exclusion can be developed, however, the main limitation of this approach is that they rely on overly rationalistic assumptions and narrow prescriptions. Further, there is strong disagreement among the proponents of theories whether or not public choice theories can be used in institutional analyses.  Institutional economics theorists have been highly critical of the assumption of the public choice theories that the market transactions are the only effective means of providing services and of neoclassical economists’ tendency to ignore institutional factors whereas the public choice theorists rarely concern themselves with improving the capacity of government agencies to provide more efficiently collective goods. 
2.5.2 Public Policy Approach of Administration and Finance Theories
Public policy, administration and finance theories take a different perspective than neoclassical economists using public choice theories on the decentralization. The former approach is more concerned with macroeconomic issues based on equilibrium model while the latter is concerned with specific decisions focused with micro analytical issues, i.e., the identifying source of local government revenue, assessing the equity and strength of those revenue sources, analysis of dependence of local governments on central government transfer etc. (ibid, pp 59-60).
   For the institutional design of decentralization reforms, world development report 1999/2000 with its focus on explicit, stable and self-enforcing rules, identifies three broad areas of analysis, i.e. the division of national political power between national and subnational governments, the structure, functions and resources assigned to subnational governments and the electoral rules and other political institutions that bind local politicians to their constituents (WB, 2000, pp112). Dealing with the division of powers the report argues that balance of power between national and subnational governments depends on the influence of regional interests on the national government and further explores that, institution design needs to   reflect such power balance by various means such as  electoral system that balances population based representation with geographic one in national legislature and or strength of national executive to withstand regional pressures,   which brings national and subnational political elites to cooperate each other. Following the fiscal federalist approach of public finance which broadly classifies three categories, i.e., stabilization, redistribution and allocation functions of public sector, the report argues for multiple tires of local governments for the better allocation of local resources or for the allocation of local public services. In this literature, the emphasis is on setting the appropriate expenditure and tax assignments for each tier of government and designing intergovernmental transfers (Ahmad J., Bird R., and Litvack J.1998, pp 10). The fiscal federalism approach assigns stabilization functions to the central government, recognises that  central government should continue funding and designing redistribution efforts and  local governments are often recognised  in a good position to implement and administer standardized national policies, that have important redistributive implications, such as primary health care, education, child care, housing, and public transportation(WB, 2000, pp115).  

         The electoral rules and other political institutions, that can bind the political actors, are essential for maintaining   accountability of local politicians to their constituents. To make subnational government accountable, this literature argues that three set of complementary measures - firstly adopting effective electoral rules that improve visibility, participation and expected payoffs and promote effective governance, secondly – harnessing civil society that can complement local administration in search for more responsive and effective governance, and finally –developing an effective local administration i.e., devolving appropriate staff with decentralization of responsibilities, providing freedom to local governments to hire, fire and offer incentive packages for the personnel management and privatization of services that can reduce the number of skilled administrators( ibid, pp 121-122). 

        Accountability is considered a core component for the Political Decentralization. Though, the concept of accountability is very popular in governance discourse; nevertheless, it is a complex concept to precisely measure. In general, accountability involves the power of one actor to make demands upon another to provide information about, or justification for, his/her actions, and the compulsion of the actors subject to those demands to respond (Brinkerhoff, D. W. pp 270) .The essence of accountability is answerability; being accountable means having the obligation to answer questions regarding decisions or actions (Brinkerhoff, D. W. pp 270, Schedler, 1999, Uhr, 2001).  An accountability question implies not only a one way transmission of information from accountable actor/s to the overseeing actor/s but also requires explanations and justifications. One way of  classifying accountability  as horizontal and vertical  is based on the constitutional provisions that locates  of  the accountable and overseeing actors-either inside or outside the  concerning system of government. Both horizontal and vertical accountability mechanisms differ in degree of enforcement or sanction capacity. Brinkerhoff observes supreme audit institutions, parliamentary hearings; anti-corruption agencies are the examples of institutions and mechanisms of strongest accountability   where as advisory boards or freedom of information laws have low enforcement capacity within horizontal system. Elections, national and international standard bodies of setting etc, can condition strong vertical accountability where as civil society watchdog organizations or policy research and media have low enforcement capacity. Another concern on accountability is a question of accountability for what. According to Brinkerhoff, general notion of accountability mainly entails the political, financial and performance accountability. 
political accountability essentially has to do with the institution and mechanisms that seek to ensure that government delivers on electoral promises, fulfil the public trusts and responds to ongoing and emerging societal needs and concerns.  Beyond the elections, democratic/political accountability encompasses citizen expectations for how pubic officials act to formulate and implement policies, provide public goods and services, fulfil public trusts and implement the social contracts (Brinkerhoff, D. W. pp 274).
2.5.3 New Institutionalism Approach
 Since there are a number of variants of new-institutionalism and this approach broadly provides analytical ground for recent discourse of governance, we also can bring certain concepts or propositions in general from New Institutionalism literature to offers analytical ground to explain decentralization reform. 
 Rrational choice versions of New Institutionalism provides insight on the relationship between “rules of the game” and the preferences of individual actors. This version asserts that decentralization reforms are most likely to work where local officials have concrete incentives to engage in effective management of local natural resources (Bartley, T., Andersson, K., Jagger, P. and Laerhoven, F.v., 2008 pp 164-165)
Similarly, the concept of public choice offers insights why the condition of agency problem occurs, such that in the context of constraints in oversights of the principal.
Historical institutionalism variant accepts   the importance of incentives but also focuses the ways in which existing structures become self-perpetuating and mutually reinforcing, such that practices that are not collectively optimal persist over time. From historical institutionalism, we adopt an interest in how the legacies of past policies condition the present and an expectation that institutional complementarity raises the likelihood of effective policy implementation (Bartley, T., Andersson, K., Jagger, P. and Laerhoven, F.v., 2008 pp 164-165)
Analytical concepts of path dependency offers  insight on explaining  why the institutional design and practices of formatting stage or of evolved through  a longer period, often, tend to occurring of similar phenomena persistence, even if new attempt of institution or policy reforms are induced., if such inducement is not backed by  stronger and deeper dynamics of transformation. 
Chapter 3 : NEPAL BACKROUND
3.1 Introduction

Nepal, bestowed with enormous natural beauty lying on the lap of the Himalayas,      geographically consists of three ecological belts – Mountain, Hill and Terai (Plain Land).  Socioeconomic identities and the way of life of the people also vary across the range of communities in this multilingual, multiethnic and multicultural country. In contrast to its Shangri-La image of natural beauty, the socio-economic development of this landlocked country, sandwiched between two giant China and India, is very low. The total population of the country is about 27 million and about ‘84% of population’ (CBS, 2001) resides in the rural areas.  Human Development Report (2007/08) shows that the HDI of Nepal is 0.534, which gives the country a rank of 142 out of 177 countries in the World (UNDP, 2007).

3.2 Political History

Political Instability, Conflict and Transition: Though the democratic exercise was first initiated after overthrow of autocratic family rule of Ranas by a democratic movement in 1950, Nepal’s democracy has witnessed a number of up and downs.  Political system has been passing through long instability in the power clash among the group of political elites and popular political forces. King Mahendra, in 1959, sacked the first democratically elected government   within a short period of ten months of its functioning and   took over power. Monarchy then exercised absolute power for about 3 decades, having faced series of challenges from the popular movements. In the wake of third wave of democracy, Nepal restored West ministerial model of the parliamentary democracy in 1990, however, the functioning of democracy was soon challenged once a radical ultra left party started protracted war within a 5 year of parliamentary election.
 Thomas Carothers has characterized Nepal as a telling example of profound pathologies in terms of deepening political participation and   democratic accountability. In Carothers word ‘Nepal has held many multiparty elections and experienced frequent alternation of power. Yet the Nepalese public remains highly disaffected from the political system and there is little real sense of democratic accountability’ (Carothers, T, 2002 pp16). Parajulee accurately depicts the challenges faced by the parliamentary system  of Nepal saying that ‘although Nepal had operated under a multiparty parliamentary system for about 16 years (1990–2006), its very existence was severely challenged at various points by two extreme forces: an ideologically motivated ultra leftist force known as the Nepal Communist Party NCP (Maoist), who sought to establish a communist republic through a violent insurgency, and an ambitious  ultra rightist force represented by the King, who refused to accept the role of a constitutional monarch and imposed his direct rule by sidelining an elected government’(Parajulee, R.,2010, pp87 ) .
After the restoration of parliamentary democracy in 1990, Nepal has faced considerable political instability and governments have been short lived. Since 1991, there have been more than a dozen of governments in as many years. After a decade long (1996-2006) violent conflict, Nepalese political system is now in transition. .In order to lead the ongoing peace process to logical conclusion, the combatants and weapons of rebellion force, are now in the cantonment under the supervision of the UNMIN, a political mission of the UN. The CA has not got success to provide    new constitution that has to address ambitious and unprecedented agenda of state restructuring. As the agenda of state restructuring seems heavily loaded hence politically very complex, there also seems unprecedented tensions among the political forces within and outside the CA. Though the CA failed to complete its job in the predetermined timeframe, however, its existence is kept alive by extending additional tenure of one year. Local governance, implicitly, is one among the key agendas of state restructuring under the explicit agenda of federalism.

Table: 2 key events leading to the current state of Nepali polity  
[image: image1.emf]
(Source: Nepal Human Development Report: 2009, pp 14)
3.3 
Decentralization History
3.3.1 Prior-to 1950

In the family rule of Rana, prior to the 1950, though administratively Nepal was divided into four regions and 35 districts, political system and its administration was highly centralised (Bienen, Kapur, Parks and Riedinger, 1990, pp 64). Bada Hakims (chief administrator of each district) were directly responsible to the Rana prime minister who appointed them based on the loyalty and family ties. 
A few  processes for instance, establishment of Kathmandu municipality in 1919, mainly for the purpose of sanitation and rubbish collection of the town,   formation of Manyajan Kachaharies(a local association for resolving local level minor constraints and disputes)   at village level throughout the country, and a provision of  establishing village, municipality and district Panchayats with some legal authorities assignments, in Nepal Government Statuary Law 2004 ( which was promulgated In 1947 but  the provisions  did not come to effects)are considered pretty efforts of decentralization in the history during the Rana Regime.

3.3.2 From the Democratic Change of 1950-1960
After the Ranas were overthrown in 1950, Nepal Interim Constitution, 2007 (in 1950) came into effect. The constitution had the provision that the state would create Gram Panchayats and would let them have self-governance. In 1952, government introduced TVDP with its two focused objectives (a) the construction of roads, canals, drinking water wells and buildings with participation of local people (b) provide social services.  TVDP in this regards, is considered a milestone in the beginning of local development on the ground that it formalised Village Panchayats (local units for village development).

A commission approach of designing administrative reforms seems in common use in Nepal. A commission formed under the leadership of M. N. Buch, an Indian expert worked as an administrative advisor to the Nepal government for some times, had realised the need for decentralization to make the administrative system effective and made  formal recommendation  to this effect in its report.  Administrative Restructuring Commission of 1956, chaired by the Prime Minister Tanka Prasad Acharya ,  provided  recommendations  to reformulate  thirty-five districts and create  blocks and villages. 
3.3.3 During the Panchyat Period(1960-1990)
 In December 1960, the king took over power by dissolving parliament and popularly elected government, first ever in the country’s history. The political parties were banned and a new constitution promulgated in 1962 .The Constitution of 1962 which introduced the Partyless Panchayat system, also came up with the provision of committee and councils in the level of villages/ towns, districts and zones (Parajulee, 2010, Bienen, Kapur, Parks and Riedinger, 1990). The Village and Town Panchayat Acts promulgated in 1962 along with the Local Administration Act of 1966 formed the basis for administrative reorganization that shaped the number and organizational arrangements of about 4,000 Village Panchayats and 75 District Panchayats. This was not only a significant move towards deconcentration of the state functions but also penetration of Panchayat organization to extend the political base of the regime and to propagate its partyless character right down to the grass roots( Parajulee, 2010).  Several commissions were set up in the 1960s to examine the issue of decentralization that provided various recommendations based on different analytical approaches that potentially shaped debates on decentralization discourse in Nepal. Administrative Decentralization Commission chaired by Bishwo Bandhu Thapa came up with sweeping recommendations, in 1964, to transfer responsibilities in all areas except in defence and foreign relations. But the policy makers conceived threats that it could create disastrous effects on the Partyless Panchyat regime for balancing the power with political opposition if devolved the real political power and responsibility to the lower level of government. Then, immediately, new commissions and committees were set up to suggest more practical approaches of decentralization and based on subsequent recommendations the district administrative plan was conceived in 1974 to provide development functions to the district level where CDO, administrator under the MOH, coordinates a unified system of district administration (Bienen, Kapur, Parks and Riedinger, 1990). As the line ministries argued otherwise for transferring responsibilities under the conditions of such unified district administrative system coordinated by the CDO, new initiatives was launched that shaped Integrated Panchayat Development Design as an inter-sectoral coordination.  In 1980, a separate  Ministry of Local Development was established which created the office of the LDO as the executive secretary of the District Panchyat having envisioned the LDO as  the coordinator of all district level activities(Shrestha, 1996 pp 6) . Similarly, Panchayat affair component was later detached from MOH and was added to the MLD.
 Basically, the justification for decentralization in Panchayat regime was to increase local participation in planning and implementing development strategies, to mobilize local resources for local development and increase accountability of administrative officials in delivering public services (Bienen, Kapur, Parks and Riedinger, 1990), but, in practice, district level planning of the line agencies continued to be shaped largely by the guidelines and interest of the capital, accountability of the local officials to provide public services to the poor strata of the people was largely constrained by the elite capture in the resources and services available. 
3.3.4 after the Political Change of 1990

After the democratic change of 1990, a more conceptually committed move to decentralization came with constitutional commitment The Constitution of 1990 embodied directly the concept of popular participation through decentralization as one of its basic principles, however, the commitment was considered relatively looser as it was under the provision of directive principles. The DDC Act, VDC Act, and Municipality Act were created in 1991 and 1992 by replacing the similar nature of acts governing the LBs under the Panchayats. The replacement, indeed, seems the changes of nomenclature of organizations and titles of the positions of office bearers i.e., in place of ‘Panchayat’ ‘Development Committee’. 

A landmark decision was taken with the enactment of Local Self Governance Act (LSGA) and its regulation in 1999. The spirit of LSGA calls for comprehensive transferring of central decision making power and implementing authority on local level development activities to the local bodies (NDF, 2002). It accepts local bodies as self-governing and corporate entity thus providing them with rights to impose taxes, plan their needs, implement plans and programmes and manage natural resources. The article 3 of LSGA in summary explains that system of decentralization pursue the principles and policies of and local governance,   devolution, fiscal decentralization, institution building and capacity development for the democratic consolidation up to the grassroots level (GON, 1999).
3.4 Federalism: New Dynamics of Local-Central Relation
Idea of federalism has seen as a new dynamics in local governance that has created both hope and anxiety in Nepal with its endorsement in interim constitution as an agenda of state restructuring. Federalism has emerged as the most controversial of the issues, and still, it has remained sharply contending agenda in terms of operational zing variables of the concept. The issues will have to be resolved in the making of a new constitution for Nepal. Over the months since the jana andolan (people uprising) of 2006, “restructuring of the state” has increasingly come to have a federal tinge, to the extent that the Interim Constitution was amended to identify federalism as the route to bringing “an end to discrimination based on class, caste, language, gender, culture, religion and region by eliminating the centralized and unitary form of the state” (Cottrell, J.  Ghai Y., 2008). 
Now, federalism has become a complex concept at the real time of materializing into the practice. Debate is mounting around the basis of creating new structures of federal states. For some political and ethnic groups  federalism, indeed not only has understood as if, is a panacea  to address the problem of prevalent inequality based on region, class, sex etc but also equally discredited the centralized unitary system of the past for their ill fortune of marginalization from the dominant forces. For some forces, there seems growing anxiety that adoption of federalism as a problem-solving tool was immature choice that may potentially leads to the poor country towards ethnic conflict. 
The Kathmandu-based research  organization  Interdisciplinary  Analysts  (IDA)  few months back has   released  its findings from a survey of July 2009 that, as it  gauged  citizen opinions on federalism across the country,  is interesting in the sense that  majority of the population have little concerns about the federalism..

   IDA found that only 32 percent of Nepalese had heard about federalism and such awareness levels are much higher among educated citizens. It informs that a large section of the population have even not heard such contending agenda. 
In its question “What should be the basis of the federal system in Nepal?” roughly half (48.1 percent) of respondents offered an opinion and approximately one quarter of respondents (26.7 percent) said that Nepal should not be a federal state. Similarly, another quarter (25.2 percent) didn’t give an opinion either because they didn’t understand federalism or didn’t know how to answer. 
According to the survey report,  48.1 percent of respondents who offered an opinion, there also was a  considerable difference regarding what  the basis  should be for federal design.14.9 percent  (or  roughly one-third of  the  total  supporters)  favoured federalism  on  the  basis  of  East-West  geography;  13.9  percent  supported  ethnic-based  federalism;  7.9 percent based on North-South geography; 6.1 percent based on language; 4.8 percent based on the present districts and zones; and only 1 percent based on economic transactions”(Carter Centre, 2009 pp 4). 

    Changes of two governments within two years, long absence of major leaders of the major political parties in the CA, sharp ideologically antagonistic positions of two major political parties in key  components to be embodied in the new constitution i.e., defining property rights, independent  judiciary, freedom of association and various agenda of restructuring state institutions i.e., integration of combatant into the national army, ethnic basis of federal design, electoral system and form of government.

    As both concepts federalism and decentralization intercept in the point of sharing authority among the range of actors and layer of governing institutions, this new dynamics will have impact on the responsibility, authority and accountability of LBs. since the current discussions are more concentrating on designing the number, size and shape of the second layer of federal structure, and defining the responsibility, authority and accountability of this layer in relation to the federal one, there is growing concerns over the responsibility, authority and accountability of system of local government along with  its layers and numbers.
As this paper does not examines the multiple and complex dynamics of federalism, it is not the relevance of referring this issue here to o offer any critical analysis on the tensions among different dynamics of federalism. 
Looking at the issue simply from the perspectives of LG, one of the significant reason why this agenda of federalism has so strongly been established in the table of CA, key respondents more or less agreed that  political vacuum  in the LGs helped  scaling  up the deterioration of functioning and accountability of LG which  subsequently generated a  notion on the newly established ethnic or regional political actors that decentralization barely  transfer the responsibility , authority and accountability to the logs. With the continuous deliberation on the issue, it is now seemed from the wild guess that differences on ‘yes’ or ‘no’ federalism has been narrowed down, but, the crucial question of basis of design remains heated on the debate.
In this context, from the perspective of LG, most of the respondents/key informants were concerned on the more visible and clearly delineated responsibility, authority and accountability to the LB/LG should be transferred, so that tensions on federal debate could be minimised.
.

Chapter 4 : Outcomes and Analysis of Decentralization Policy
4.1 Basic Principles for the Local Government in Nepal
In Nepal, two tires of local governments, known as LBs and named as District Development Committee, Municipality and Village Development Committee are the organizational arrangement to carry out functions of LG, as assigned by the LSGA framework. The LSGA framework mainly incorporates Local Self Governance Act, 1999, Local Self Governance Regulation, 2000 and LBFAR, 2007. The Act mainly recognizes the following four principles of local governance:
(1). Capacity and Institutional Development Principle: The principle is considered in the context of developing countries in the sense that it recognizes the need of central government support in order to develop institutional mechanisms and functional structures in the L Bs so that they are capable of   bearing responsibilities   for local self-governance.  The central theme of this principle as LSGA conceives is concerned with the support for devolution or political  decentralization of power, responsibilities, means and resources to the Local Bodies. 

(2). Assignment Principle. Often discussed in fiscal decentralization literature, this principle provides the basis for fiscal power to the Local Bodies such as to collect and mobilize means and resources required to carry out functions, duties and responsibilities corresponding to the accountability conferred under the law.
(3). Democratization Principle. The principle aims at fostering democratic processes within the environment of LBs. It guides orienting the Local Bodies towards establishing the civil society based on democratic process, practices on transparency, public accountability and people’s participation while carrying out devolved functions to them.
(4). Local Leadership development Principle. The motto of this principle is to provide space for developing local leadership through arrangement of set of effective mechanisms to make the LBs accountable to their constituents..
4.2 Organizational Arrangement of the Local Bodies

The Framework is based on LSGA, provides political arrangement for the legislative and executive functions in general of LBs. Though, the naming of this institution hesitates to reflect the message of local government, the division of roles and responsibility provides a sense of balancing such roles at local level. The DDC is conceived as the upper tire of LG framework; however, the relationship between municipality and DDC and between VDC and DDC is significantly different.
Principally, all LBs are independent of each other, but in practice, and also from the operational legal provisions too, VDCs are directly oversight by the respective DDC. In deed, there is another layer of organizational set under each municipality and VDC in the form of ward.  the chairs of all ward committees of  concerning municipality and VDC are the members of the municipality/VDC boards respectively.

Member of the legislative (House of Representative-HOR mentioned in the table) of central government are the ex-post member of DDC. 
Table 3:  Institutional Framework of LG in Nepal 
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Institutions

:

Composition

Representation Scheme

District Council

-Chairpersons and Deputy Chairpersons of
VDCs

-Mayors and Deputy Mayors of
Municipalities

-Members of DDC

Members of HOR and NA from the District

-6 persons nominated by district council

DDC <
District Development

Committee (Executive body

of DC)

-President and Vice President elected by
members of VDC and municipalities.
-One member from each /laka elected by
members of VDC and municipalities
within the //aka.

-Members of HOR and NA from the
district.

-Two members nominated by DDC

Municipal Council

#

VDC

| Municipality <

-Mayor and Deputy Mayor directly elected
through adult franchise

-Ward Chairpersons and members directly
elected by voters of the ward.

-6-20 persons nominated by MC

Municipality (executive

body)

Mayor and Deputy Mayor
Ward Chairpersons
Two Members nominated by Municipality

Village Council

Chairpersons and Deputy Chairpersons
directly elected through adult franchise
Ward Chairpersons and members elected
through adult franchise

Village Development

Committee (executive body

of VC)

Chairperson and Deputy Chairperson
Ward Chairpersons
Two members nominated by VDC.





           [NB:  since 2002 there is no elected representative in the LBs. An effort of holding election in municipalities was unsuccessful as the political parties opposed the participating it and turn out was virtually nil (less than 1 % in many municipalities) which was later declared void, immediately after the restoration of the parliament in 2005] 
4.3  Devolution of Functions/Responsibilities to LBs
Assignment of functions to DDCs, VDCs and Municipalities as provided by LSGA has wider coverage.  It embraces too many sectors for the involvement of each of the LBs, however, because of the prevalence of the provisions of such responsibility assignments to the different line ministries/departments by other acts and rules, expenditure assignment of the LBs is very ambiguous. Following Table shows the functions and responsibilities of the LBs provided by the LSGA.

Table 4: Functions and Responsibilities of the LBs

	VDC
	Municipality
	DDC

	a) Agriculture
	a) Finance
	a) Agriculture

	b) Rural Water Supply
	b) Water resources
	b) Rural Water Supply and settlement

	c)  Work and transport
	c) Work and transport
	c) Work and transport

	d)  Education and Sport
	d) Education and Sport
	d) Education and Sport

	e)  Irrigation and soil erosion and river control
	e) Finance
	e) Irrigation and soil erosion and river control

	f) Physical Development
	f) Physical Development
	f) Land Reform and Management

	g) Health service and Public safety
	g) Health service and Public safety
	g) Health service and Public safety

	h) Forest and environment
	h) Environment
	h) Forest and environment

	i) Language and culture
	i) culture
	i) Language and culture

	j) Tourism and Cottage industry
	j)Tourism and  industry
	j) Tourism and Cottage industry

	k) Legal
	k) Legal
	k) Legal

	k) Miscellaneous
	l) social welfare
	l) Development of women and helpless people

	
	
	m) Wages for labour

	
	
	n) information and communication

	
	
	0) Hydropower

	
	
	p ) Miscellaneous


(Source: Various articles of LSGA, 1999)
4.4 
Analysis of Assignment of Responsibility

Though the efforts of policy change, especially in the wake of NPM inspired recommendations of high-level decentralization coordination committee, political lobbying of associations of LBs, particularly ADDCN, LSGA seems comprehensive in terms of assigning responsibilities to the LBs, but as asserted by the concept of path dependency , subsequent efforts expected by the actors who were promoting the process of decentralization reforms, the process of clearing the overlaps of  the assignments in practice were largely failed. Instead, the similar responsibilities to the various ministries or departments of central government provided by other acts, laws also mostly remain unchanged and still are being exercised by those institutions of the central government. 
A good example of path dependent nature of institutional development was seen in the persistence of responsibility assigned to the Department of Mining and Geology during the formation period of that department. Department of Mining and Geology, has its legacy of working , rely on own rules and regulations for exploration mineral resources and geological surveys, designed and gradually developed  in conformity to  the  nature of organization design and development of the formative stage. Further, there is a  formal and informal relation of staff development, sharing of  organizational  experience and expertise of   applying scientific and technical knowhow, equipments etc, such  that leadership of the department is reluctant to disperse   their human resources in order for ensuring  effective existence of that organization.
 However, LSGA, introduced new policy set to transfer some responsibilities on natural resources like providing licences, setting and enforcing standards for the explorations of mineral resources in specified sector or scale. The problem here seemed that the department did urged not to decentralize its organization and its responsibility assigned by the concerning acts. On the other hand, LGs could not resume such responsibility properly without the technical and administrative support of the Department of Mines and Geology (DOMG). In the other way, because of the high cost associated to develop a competent mechanism within LGs and other constraints like limitation of appropriate experts, LGs responsibility practically remained unused except in some limited mineral resources like sand and gravels. Further the way, LBs used mineral resources created tension between (DOMG) and LGs.  In most of the cases the way of using sand and gravels has created high risks of deteriorating of environment, causing land erosion, floods etc. As a result, central government now has restricted the authority and responsibility of LBs who were seen capable of mobilizing such resources, especially by exporting to the neighbouring states of India.  
The government move towards devolution seems taken a phase wise approach. After the formulation of Decentralization act, 2039, during the Panchayat period, village, municipal and district Panchayat also were given responsibility of local planning for local development and service delivery.  To some extent, it helped to start planning and budgeting exercise in the LBs. As per the general notion of decentralization, of The District Councils were provided authority of approving the annual program of district line agencies since 1982.  The attempt   was made further strict by making it mandatory for the expenditure budget release from the government, however, in the context of extremely centralised political power in the capital during the absolute monarchy prior to the 1990’s change, District Councils responsibility to approve annual plan of line ministries was merely a formality in terms of exercising authority to make decisions on their own rights.
Even after the 1990,until the formulation of LSGA, the centralised mindset of political and bureaucratic power wielders in the capital, weaker local leadership to make political claim with the central leaders due to the fear of their political career, weak administrative and institutional capacity of LBs and various dynamics  of political economy of local-central relations the assignment of LBs in practical terms remained vague, overlapped within and encroached by  the central government and the presence of local government largely remained ornamental in terms of efficient allocation of local resources for the local development, improvement in the public service delivery.

As the political change of 1990 paved the avenue for more competitive interaction among the different social forces,  the electoral exercise and promises and political ambitions of local political cadres either elected or defeated in the local elections, tried to influence the process of decentralization by lobbying more resources and responsibilities with strong legal base. As the authority to make decision over the local resources was a very attractive opportunity to the local cadres of the political parties, particularly during that period, because most of such influential actors were newly established in the position of exercising political power as a consequences of regime change and public image of the local leaders who had enjoyed power in the previous regime was relatively extremely unpopular.  

Formation of ADDCN and other associations of LBs created further space to consolidate their claim. This was the period that the donor agencies were being more assertive to influence the government policy for     reinventing government by cutting the responsibility of the central government and transferring the responsibility, authority and accountability to the local government. Moreover, national political actors also had the fear that democratization process could be derailed if the exercise of local democracy remains only rhetoric. Recommendations of the both high level administrative reform commission and high level decentralization coordination committee also focused the needs of devolution and development of a strong and effective local governance system. Moreover, new public management (NPM) thinking on development discourse was dominant among the planners and politicians, and decentralization by definition was conceived as a means of transforming the state into the position of steering from the rowing.  This process led to the actors in the central power to think about devolving a range of responsibility and authority to the LBs. In this context, LSGA appeared with a bunch of responsibility and authority.

 But personally no powerful minister or bureaucrat in the line ministries   was ready to cut own roles, resources and authority when MLD was approaching making them to do so. As a result, the contradictory provisions against the LSGA remained as it is in the various acts.  More interestingly, Secretary of the MLD told me in interview that, instead of amending the   contradictory provisions of such acts, various amendments in such acts further increased the areas of contradictions with LSGA.

However, the interplay between different social forces continually influenced the assignment of responsibilities to the LBs. In 2001/2, the government initiated a piloting process, selecting one district from each 14 zones, for further devolving authority, responsibility, and accountability in line with the spirits of LSGA, which is often referred as ‘full devolution’ of   four key components – (i) basic health (up to sub health posts), (ii) primary education, (iii) agriculture extension including livestock services and (iv) postal service. However, the implementation of the devolution of postal service was dropped because of the complications associated with international insurance. Similarly, an idea of district development fund (DDF) was introduced so as to maintain a pool of resources coming to DDC.

From 2003/4, small rural infrastructure (includes mainly drinking water, agriculture road and rural road) were also devolved through local Infrastructure Development Policy and the DTO (district technical office) were shifted under DDC in order to strengthen office of the DDC. However, this shifting resulted into a clash between LDO and DTO particularly handling on budgetary rights to mobilize the technical manpower.

In my query of performance improvement in pilot districts, a senior officer working in the MLD was expressing with me that it was no more than rhetoric of playing with buzz words. No one was serious to this attempt and ultimately you see no significant success from the piloting too. 

Despite the weaknesses, key respondents both in centre and local level working both in political and administrative fronts are positive of the process in the sense that it has created an institutional base in bringing the programs and activities of district level line agencies within some purview of DDC, which can help for further intensification of decentralization, once elected leadership takes the responsibility in the future. But in the current   situation of political transition, in the absence of elected members in the council, such responsibility to endorse annual district programmes from the DD council has further weakened. 
In summary, from the macro level, long and continuing political struggle among the different political forces that has created deeper political instability and a sort of crisis in overall governance in current political transition has the major implication in the latest operating environment of LGs. The implication of weakened and less effective state institution   even in enforcing the primary responsibilities of the state has direct implication in the functioning of LBs. Weak institutional capacity of the LBs and elite capture of the available resources also are the important internal factors of weakened LGs.
4.5 
Devolution of Authority to Local Bodies

LSGA provides political, economic, administrative and other various sorts of authority to the LGs concerning to the each responsibility provided them. All the stated responsibilities are coupled with some political and administrative authority to make decisions for the development, maintain or permit in specified range. The LBs has the authority to formulate periodic and annual development programme and the District Councils have authority to approve annual development programme of district line agencies. They can establish their administrative units, allowed to  recruit personnel by following the procedural and resource bearing  criteria set by the regulations and formulate bylaws to carry out the responsibility provided them. 
Under the Local Infrastructure Development Policy authority exercised by the line ministries on small rural infrastructures that mainly entails drinking water, agriculture and rural roads are now transferred to the local bodies.

The LSGA also allows local bodies to raise tax on certain commodities (varying on DDC, Municipalities and VDCs) within a specified range.  Also, they are allowed to raise fees on the areas of various services provided locally. 

However, the current revenue base handed over to the DDCs and municipalities is quite a small and in case of VDCs it is negligible, LBs have the authority to collect revenue from the following sources:

Table 5: The Sources of Revenue of LBs

	Source
	DDC
	Municipality
	VDC

	Tax
	-Tax on infrastructure(road, bridge, irrigation etc) 

-wool, solvent extraction, herbs, dry grass, Kabadi item (reusable solid waste) tax

-boulders, slates, sand, animal bones, horn, feathers, hyde tax(in case of export from the district)
	-house and land tax

-vehicle tax

-entertainment tax

 -professional tax

- advertisement tax

-Haat Bazar ( open market stalls)Tax

-natural resource utilization tax

-commercial video tax

-others


	-house and land tax,

-land revenue and tax,

-entertainment tax

 -professional tax

- advertisement tax

 -property tax, 

-commercial video tax

	Service

charges
	-road, bridge, irrigation cannel, pond

-guest house, library, medical centre, inn, community hall

-canal, water sources used for irrigation, embankment

-local development fee

-others
	-parking fee

-Water supply, electricity, tape, pubic telephone fee

-solid waste, sanitation, sewerage fee

-public lavatories, park, bathrooms, swimming pool, gymnasium, guest house, tourist site, hostel, Haat bazaar, slaughter house, crematorium, use of washing space, street light, road, drainage maintenance

-valuation of real estate
	-sanitation(use of drainage)

-tourist site entrance fee

-park, garden, view tour

-fee for entertainment like magic, circus etc

-recovering dues for others



	Fees
	River rafting, boat,fishing permission and renewal

-registration and renewal fee for river/water bank

-recommendations fee

-others
	-approval and recommendation fee

-building design approval

-attestation of maps fee
	-television, video and other equipment licence fee

-approval and recommendation fee

	Sales
	-river sand, aggregates, boulders, slate, soil, swept way wood
	
	-Soil from fallow government land

-product from public pond-orchard

-VDC property

-dry wood, fire wood, branches and roots 

-grass

	Loan

/borrowings
	Borrowing from bank or other institutions with approval from District Council, with or without collateral and on government guarantee
	Loans from bank or other institutions with approval from Muninicipal Council, with or without collateral and on government guarantee
	Loans from bank or other institutions with approval from Village Council, with or without collateral and on government guarantee


(Source: Local Bodies Fiscal Commission Secretariat, Nepal)

There are provisions of inter-governmental transfer, i.e, revenue sharing and conditional and non-conditional grants to the LBs from the sources of the central government. 
 The following table   reveals the summary of grants provisions to different level of local bodies. The grants- conditional and unconditional are provided to all VDCs, municipality and DDCs. A DDC with adequate resources may provide the grants to VDCs and municipalities too. 

Table 6: Types of Grants to the LB by the Government

	Grants/LBs
	VDC
	Municipality
	DDC

	Unconditional 
	Yes, Provided 
	Yes, Provided 
	Yes, Provided 

	Conditional 
	Yes, Provided, 
	Yes, Provided, 
	Yes, Provided, 

	Revenue Transfer
	Yes, provided, (registration fee, royalty from forest, tourism, mining and electricity) 
	Yes, provided 
	Yes, provided 


(Source: Local Bodies Fiscal Commission Secretariat, Nepal)
4.6       Analysis of Assignment of Authority

 Though the LSGA based on the principal of devolution has laid extensive power and functions to the LG, in practice, the study reveals that LG is very weak in exercising authority in line with assigned responsibilities: Sharma has following observation, and in my study also , some senior officials of MLD and most of the informants from the district made similar experiences:
 in spite of 40 years of history of decentralization efforts in Nepal, the necessary devolution of power and strengthening of institutional infrastructure associated with a true decentralization were never pursued vigorously by the past governments, including those during the last 12 years (1990 – 2002) of democratic governance( Sharma, 2007)

As indicated above, there are tensions of duplication and ambiguity between set and subset of assignments to LBS in LSGA and to the Centre in Work Division of Government of Nepal. 
Let’s take another example of education, the ministry or district line agencies can do anything that DDC, VDC and municipalities can do in education sector. Centre and all local bodies can support for the community in order to establish and or operate primary school in mother tongue. Similarly, all of these LBs can assist and supervise the schools within their vicinity.   VDC have the authority to establish pre-primary school but DDC also can recommend closing such schools established by the VDCs.  Because of the lack of clear delineation of functions between DDC, VDC, municipality and the ministry, according to the member of the focus groups the LBs authority is constrained by such ‘every thing is nothing’ provisions in practice.  

As informed me by Mr. Reshmi Raj Pandey, one of the Joint-Secretary of   MLD,  A study carried out by  DASU, DANIDA  in 2000 have shown that there are 23 such Acts contradicting to LSGA.  
Secretary of MLD told me in the interview that line ministries have the tendency of encroaching the scope of authority of LBs by amending various acts concerning with their sectors. Though MLD has been made continuous efforts to amend the provisions of various acts that contradict with the spirits and provision of LSGA, a little success has been achieved. Another senior officer of MLD and an executive member of ADDCN also make their observation in the interview with me that this tendency is further intensified by adding new provisions   against LSGA in to other the new acts too.

Administrative authority of LBs also is not so strong. Chief administrative officer of each LB is deployed by the central government. Because of the frequent transfer of such posts many LBs are suffering of administrative controls. 
4.7 Assignment of Accountability to LBs
 LSGA provides various mechanisms of accountability. Provision of periodic   elections is the most important downward accountability mechanism within a framework of   accountability LBs to their constituents on the matters of responsibilities provided them as indicated above.  As per the provision of LSGA, the election of councils and executives of each LBs will be held in each five years. In case of failure to conduct such election within the stipulated period of time in specified special circumstances i.e.,  natural disasters, economic turmoil and so on, the tenure of elected councils or executives can be extended by the decision of national executive  for a additional  period of one year. Further, making the elections free and fair the constitution of the country provides the responsibility of conducting election to the election commission which is provisioned as an independent constitutional body. However, the date of election can only be fixed by the government. LSGA has also set the standards of conduct of the office bearers of the LBs including to submit and make public their property details annually.  
 Despite the constitutional provision of managing free and fair local elections and other appropriate mechanism to the local elections, local election in Nepal are obstructed from a long period when the tenure of elected representatives was completed in 2002 and fresh election was not declared because of security problem/ state of emergency because of escalated armed conflict of Maoists rebellion at that time and many other number of reasons later on. Further, as per the provision of LSGA, government could extend the tenure of representatives LBs for a one year but the government did not take any move for this option too, which, some of the respondents told me that the number of opposition party’s representatives in the LBs at that time was overwhelmingly greater than those of the supporter of the Prime minister’s party. This situation has created long absences of local representatives in the LG (MLD, 2006a). 

Various upward accountability mechanism designed for the LBs includes rights of central government to monitoring and directions on specified areas of jobs, to dissolve those LBs that do fail to   comply the core value of national sovereignty and territorial integrity, do engage in frauds and manipulation of the property of LBs or obstruct the functioning of LBs by not   convening the meetings more than a duration of one years.  Similarly, various standards are set for the accounting, expenditures, planning and implementation of the projects. Such upward accountability mechanisms also in practice are often not used or central government  also has paid its sufficient attentions to apply such measures in order to enhance the accountability of LBs. Instead, respondents including staff working in LBs told me that monitoring system of MLD is very poor and biased. In recent dates, MLD has shown its some attentions to uphold the upward accountability of LBs as cases of corruptions and dysfunctional are brought frequently by the influential national media. Further, some fair criteria for providing resource transfer to the LBs are developed and applied. As a result, a sort of pressure for upward accountability is created.  Such pressure is seen mainly because the massage of resource cut due to the poor performance of staff of LB is highlighted by the media and local people are pressuring on the executives of LBs to provide justifications over the   budget cut. 
Despite some attention of the MLD on maintaining accountability, various decisions taken by the MLD or its inability to coordinate with other line ministries LBs are suffering to bear their responsibility and accountability.

During the absence of elected representatives in LBs, they are mainly, at least in formal sense, run by the executive secretary of respective LBs but there seems long absence of executive secretaries too in many LBs, particularly in VDCs.   Making available the secretaries is the responsibility of MLD but I found the sensibility of   MLD in this regards very naïve.  It has severely affected to the VDCs, particularly. In an interview with an officer in Personnel administrative department of the MLD, he told me that around 25% posts of VDC secretary are remained vacant in average throughout of the years in the latest a few years.  

The following table shows the status of unfulfilled posts of VDC secretary in August, 15 2010.
Table 7: unfulfilled number and regional distribution of VDC Secretary
	D R
	Number of Posts
	Status of unfulfilled  Post of VDC Sec.

	
	OL
	NOL
	total  
	OL 
	OL- (%)
	NOL
(no)
	NOL-(%)
	Total OL+NOL
	Total OL+NOL(%)

	EDR
	82
	811
	893
	56
	68.293
	230
	28.360
	286
	32.027

	CDR
	117
	1082
	1199
	97
	82.906
	201
	18.577
	298
	24.854

	WDR
	62
	803
	865
	52
	83.871
	177
	22.042
	229
	26.474

	MWDR
	66
	509
	575
	54
	81.818
	123
	24.165
	177
	30.783

	FWDR
	50
	333
	383
	47
	94.000
	92
	27.628
	139
	36.292

	Total
	377
	3538
	3915
	306
	81.167
	823
	23.262
	1129
	28.838


[DR: Development region, E: Eastern, C: Central, W: Western, MW: Mid-Western, FW: Far-Western, OL: Officer Level, NOL: Non Officer Level]
(Source: Calculated based on raw data available from MLD)

The above table clearly reveals that about 29%VDC secretaries positions are vacant and in the case of Far-Western Development Region it goes up to 36 % which is an indicator of poor situation to carry on responsibility, authority and accountability by the VDCs, mainly at the situation when the positions of elected officials also are long absence.
Participatory Planning Process also is embodied as an important mechanism of decentralization reform , that can makes LBs more accountable on their responsibilities towards various stakeholders. As per the LSGA provisions, all the local bodies should produce annual and periodic development plans. Moreover, such periodic and annual plans need to be formulated through the participatory planning processes, as what LSGA and its rule mention about. 

The following diagram (The diagram adopted from MLD/UNDP, 2009, pp-18) represents the participatory planning process a VDC needs to follow while formulating its annual and periodic plans.  

Figure 1: Planning Process of VDC
[image: image3.emf] 
Most of the VDCs have not developed periodic plans, and the key informants told me that there is no minimum institutional infrastructure and basic idea of the developing periodic plans at the VDC level. In the annual   planning also participatory process is constrained by institutional, political and security issues, however, they formulate annual plans.  In this process, VDC receives project requests mainly from user committees, CBOs or Cos and in some instances directly from the house holds. Then the VDC organizes settlement level meeting for selecting the projects for the coming year based on the possible threshold of financial resources and project demands came to the VDC. The exercise of settlement level mainly is focused on prioritizing the needs of the projects given the tentative projection of resources and number of projects a settlement can forward to the VDC. Accordingly, the process needs to follow the ward assembly meetings, ward committee meeting, VDC meeting and finally to the meeting of VDC council. But, in the ongoing political transition, this formal process also constrained and it is simply followed in UC level, settlement level, meeting with local politicians and opinion builders.  
4.8   Analysis of Assignment of Accountability

After the local election of 1999, the local election is obstructed and LG is run different modes of non-elected actors. I found that this absence of elected leadership has diminished the accountability of LG to the local residents. However, many respondents whom I interviewed or discussed in the FG were critical about the accountability maintained by the elected representatives too during their tenure, they compared two different situations having their elected representatives and the current situation of their absence, and they confirmed that accountability of LBs in later situation is further deteriorated and for them it is one of the major reason that actors currently representing to the LBs as a representative of political parties are legally or politically not liable to answerability and administrative staff what they  conceived  that they are not the appropriate actors to deal the issues associated or mixed with political sphere. 

 As suggested by the literature on institutional change  that ‘path dependency’ and ‘institutional stickiness’ can hinder, limit, undermine or compromise institutional reform or innovation (IPPG, 2010, pp 40), I found that     accountability assigned  to the LBs through a  set of  policies or organizational arrangement as stated above is  not   translated into the practices. My argument, here is that , path dependency has significant influence over the poor accountability of the LBs. As our historical account of decentralization in Nepal informs us that the institutional and organization set up of current LGs were framed during the 1960s as a process of delegation and deconcentration. The mind set of actors and working process and culture were highly shaped by the written or informal but close guidance of the centre. This culture of dependency in formatting period has an historical effect on the avoiding accountability unless guided by the centre.

Thus, historical trends of  treating LBs as own field branch by  the  actors of MLD and culture of avoiding mainly down accountability by the actors of the LBs, has long shaped a culture of  path dependency. Thus, it seemed poor downward accountability even in the new set of rules or mechanism of accountability was introduced. Further, due to the absence of elected leadership, the downward accountability of LB sharply declined mainly because the civil servants who are resuming the roles allocated to the political actors are more trained to work under the central guidance. 
Despite , LSGA and its rule approaches participatory panning process to ensure the involvement of local people in decision making including how and where to use financial and other various resources of LBs for the local development, study shows that  practical aspect of involving ordinary people mainly poor, marginalised and women in decision making of development panning is not satisfactory. Responding to my query on the current state of array of the participatory planning, all the VDC secretaries agreed that it is followed only in papers. Unelected representatives of the political parties in collusion with handful of their elite supporters decide every project whatever and wherever they prefer to utilize the available resources. However, they agreed that during the elected representatives such meetings were organised and the role of social leaders, main opinion builders, experienced and elegant citizens of wider sphere of communities was well influential in such decisions. 

A recent study of MLD/UNDP that covered both qualitative and quantitative data from 3526 households in 202 VDCs of 25 districts also brings the fact about the practices of planning processes in VDC. 

Figure 2: Household Perception on occurrence of ward planning meeting  
[image: image4.emf]
[The above bar-diagram is adopted from MLD/UNDP, pp19)]

Above diagram also shows that 42% household respondent in average reported that ward level planning meeting were used to be held. As the block-grant has become a handsome amount to implement small projects in the VDC level, a directives related to this project in  the 2006/07 and 2007/08 fiscal years. This data also significantly varies and in some remote districts like in Jumla and conflict-prone districts of Terai like Bara is very negligible around 2% only.  

Similarly, the same study also reveals that participatory panning process in the case of applying the rules; it has very limited reach with ordinary citizens of the VDCS. 
 Figure 3: Dominant type of consultations for planning in VDCs (2006/07-08)
[image: image5.emf]

[The above pie-chart is adopted from MLD/UNDP, pp19)]
 The figure reveals that while consulting with stake-holders for the planning, meeting are organised at different level. Consultation with politicians is highest(25%)  of the  only 24% of meetings were held with ordinary citizens to make the panning process participatory. It is obvious that, local   
As our analytical approach of public choice suggests that agency problem arises when there is limited scope of oversight. User groups which were conceived during the policy design of decentralization reform not only as the innovative organizational anchor to stimulate community participation in development and governance at local level but also as the effective means of making accountable to the actors who have the responsibility to answer regarding the basis and amount of resources disbursed to the various projects, quality of project output and mode of project implementation. They were viewed as an effective organizational anchor on the ground that because of the direct participation of local tax payers in the UC and elected leadership of the LBs could be the relatively effective mechanism of oversight in the course of local project implementation.

But, the study shows that the tendency of such UCs formation is colluded with the individual interest of certain elites. There are many cases of UCs that are formed only in the papers.  such UCs are often captured by the local political elites   what a Joint Secretary of MLD termed in the interview with me as the means of  ‘ project brokering for siphoning project fund to the personal benefit’ to the local political elites who are often associated with influential  leader in capital or  party/ies  in power. 

                    . 

Chapter 5 : CONCLUSION
Conclusion
While analyzing the process, structures and actors based on the insights provided by the conceptual framework of analysis as mentioned in the chapter two, process of transferring responsibility, authority and accountability to the LBs has taken a phase wise approach, is enough overlap of assignments between central government and tier of LGs, the extent of responsibilities carried out by the LGs in practice is very limited compare to the extent it seems comprehensive in the provision of LSGA. 
Though, the LSGA principally upholds the principle of devolution, as the main type for the decentralization, study shows that decentralization process of Nepal is still following mixed of deconcentration and devolution. As some literature that concern on interest based human nature, look at devolution and deconcentration as operating with opposite gravitational force of power relation. Devolution tends to transfer more power to the LG where as deconcentration tends to keep the power at the centre.    

Path dependency, political and economic interests of major actors not to practically devolve the responsibilities to the LGs as often the central actors  have  perceived   that in effect  devolution of responsibility weakens their decision making authority over the allocation and mobilization of resources, that subsequently limits their political and economic powers too and obstruction on local election that constrained the bargaining political power of LBs have shaped the very weak and  ineffective LG system in Nepal.  

Seeing from the macro processes of institution analysis, long and continuing political struggle among the different political forces that has created deeper political instability and a sort of crisis in overall governance in current political transition has the major implication in the latest operating environment of LGs. The implication of weakened and less effective state institution   even in enforcing the primary responsibilities of the state has direct implication in the functioning of LBs.
With the attention of the government and major political forces having primarily been drawn towards addressing the issues and agenda of peace process, constitution building, and power sharing, the decentralization reforms and election of LGs are now further marginalized on the political agenda. 
The debate over modality and basis of design and representation along with increasing ethnic and regional agenda has made illusive the process of new constitution, hence developing a common minimum acceptable federal structure. Political forces increasingly been divided along the line with   for and against of the basic criteria of federal design which indicates that would major implication on intergovernmental relations and, particularly to the system of LGs. Sooner the election of LBs can be managed, better the functioning of LBs can be restored. However, as suggested by recent literature on political economy of dece4ntralization, the study, showed that political preferences for decentralization are more complex and often been shifted.
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Appendices

Map 1: Map of Nepal showing the districts selected inMLD/UNDP study (secondary data used in this paper)
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