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Executive Summary 
 
 This report was commissioned by the World Health Organization (WHO) and the 
World Bank on behalf of the International Health Partnership (IHP+) in an attempt to 
document aid effectiveness efforts in the health sector and their results.  It addresses three 
questions: (1) To what extent have aid effectiveness principles been put into place?  (2) Has 
this contributed to better results, notably: (i) more efficient aid; (ii) strengthened health 
systems; (iii) improvements in health services?  (3) What was critical in achieving these 
results?  Other country studies (on Benin, the Democratic Republic of the Congo, Ethiopia 
and Mali) were also commissioned to address these same questions.  This study is based on 
a mission undertaken in November 2011 and analysis and report writing undertaken in 
December 2011/January 2012. The mission contributed to local discussions about ways to 
better track the success of aid effectiveness efforts in Nepal. 
 

After a decade-long armed conflict, Nepal continues to engage in a peace process 
and the health sector is often expected to deliver peace dividends.  Both the interim and 
forthcoming Constitutions stipulate health as a human right.  Despite continuing political 
instabilities along the pathway to peace, Nepal remains on track to achieve many of the 
health-related Millennium Development Goals.   In 2004 the Ministry of Health and 
Population (MoHP) signed a “Statement of Intent to Guide the Partnership for Health Sector 
Development in Nepal,” cosigned by 12 external development partners (EDPs).  Thus, one 
year before the Paris Declaration was adopted, Nepal and its EDPs had already articulated 
and launched the implementation of principles and implementation mechanisms for 
developing and nurturing partnerships for improved health sector aid effectiveness. 
 
To what extent have aid effectiveness principles been put into practice? 
 
 Nepal’s health sector has established a number of tools for improved sector-
wide management and coordination.  In addition to the above-cited “Statement of Intent”, 
the Government of Nepal (GoN) produced in 2004 the Nepal Health Sector Program (2004-
2010) (NHSP I) and Implementation Plan, around which all aid was to be coordinated.  
NHSP II 2010-2015 is currently under implementation.   Two partnership documents have 
been cosigned since the 2004 “Statement of Intent:”  (1) the Nepal Health Development 
Partnership (the IHP Country Compact) was cosigned by GoN and eight EDPs in September 
2009, further defining partnership commitments and performance indicators for the 
signatories; and (2) a Joint Financing Agreement (JFA) was cosigned in August 2010 by 
GoN and eight EDPs  (both pooling and non-pooling partners), laying out mutual 
responsibilities, structures and processes for meetings, and framing the planning and 
review processes in support of NHSP II, particularly Joint Annual Reviews of sector 
performance and quarterly Joint Consultative Meetings.  The JFA also lays out the 
mechanisms for the management and use of the pooled funds and minimum requirements 
for reporting, monitoring and evaluation.  
 
 MoHP has also established structures and processes for harmonization and 
alignment.  Its Annual Work Program and Budget (AWPB) process is increasingly used by 



VI 
 

(some, not all) partners.   An EDP group has been established for many years and appears 
to be functioning well, providing a forum for exchange and coordination.  Technical 
working groups, composed of governmental and EDP staff, provide a well-used forum for 
dialogue on technical, program-specific issues.   Joint Annual Reviews  of sector 
performance take place at the start of each new calendar year, and quarterly Joint 
Consultative Meetings are held, but less regularly. 
 
 Nepal’s health sector is acknowledged by GoN for its achievements in setting up 
and implementing a SWAp, but it is still challenged to improve its aid effectiveness 
efforts on a number of fronts.  A recent study of Nepal’s implementation of the Paris 
Declaration Principles recognizes the health and education sectors as being far ahead of 
other sectors.  But it points to remaining challenges to the health sector, corroborated by 
this study, related to: sector leadership and capacity; shortcomings in the harmonization 
and alignment of donor support; weak results-based management, albeit improving; and 
weak monitoring of mutual accountabilities.  
 
Have aid effectiveness efforts contributed to better results? 
 
 Over and above MoHP’s accomplishments in establishing critical building blocks 
for more effective aid, the EDPs have initiated ideas to render more effective the 
substantial non-financial support available to the sector.  The EDPs have inventoried all 
technical assistance, and technical and other in-kind support and reflected it in a 
consolidated matrix, organized by type and program of intervention.  This analytic “snap-
shot” of available non-financial assistance points to opportunities for its more efficient use; 
and MoHP is now challenged to suggest its reallocation to better align it with needs and 
priorities.  EDPs have also drafted a “Joint Technical Cooperation and Technical Assistance 
Arrangement,” which defines roles and accountabilities for better management and 
utilization of such assistance.  Slated for co-signature in early 2012, this Arrangement holds 
great potential for further enhancing sector aid effectiveness. 
 
 Aid effectiveness efforts have helped strengthen health systems on two 
important fronts.  First, sector governance has been strengthened through a learning-by-
doing process, particularly MoHP’s organization of periodic sector-wide reviews and joint 
meetings.  Second, a joint mission of high-level M&E experts of key partner organizations 
provided a consolidated analysis of monitoring and review capacity and a roadmap for its 
further strengthening, in consultation with MoHP. 
 
 Aid effectiveness efforts have facilitated the rapid scale-up of proven, successful 
service delivery interventions.  A successful intervention for increasing the number of 
births delivered in a health facility – initially supported in a limited geographic area by 
DFID – was rapidly scaled up to the whole country, once its efficacy had been proven, with 
the support of many partners, thanks to the coordination and financing mechanisms 
already set up in the health sector.  Pooled funds were immediately available to 
Government to this end.  And non-pooling partners were also quickly mobilized to support 
these interventions in projects they were already supporting at the operational level.  
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Service data examined during field visits show very dramatic increases in facility-based 
deliveries, and these were linked to the scale-up. 
 
What was critical in achieving these results?  
 
 Four factors were analyzed as being pivotal to the link between aid effectiveness 
efforts and health sector performance and outcomes.  Facilitating and constraining aspects 
of each of these factors are assessed below.  While there are issues that need to be 
addressed, the accomplishments of MoHP and its partners in setting up and implementing 
aid effectiveness measures are fully acknowledged.  Indeed, it is precisely because of these 
accomplishments that this report can delve into an analysis of “second generation” aid 
effectiveness issues and challenges. 
 
 Quality and Relevance of the Strategic Framework.  Most of the building blocks of 
the sector strategic framework are in place: multi-year plans with a monitoring and 
evaluation framework, medium-term financing framework, AWPB process.  But the quality 
and coherence of these pieces are in need of further improvement.  NHSP-II’s definition of 
the (expanding) essential health care services is unclear, and non-communicable diseases 
do not appear to receive sufficient emphasis.  The costs of implementing NHSP-II have not 
been fully fleshed out, making it difficult to assess its affordability vis-à-vis available 
financing, and to articulate priorities and sequencing of interventions.  The AWPB appears 
to be more an instrument for reflecting financial/project support of EDPs than for 
facilitating the sound allocation of all resources available to the sector.  
 
 Availability and Effective Use of Capacity for Sector Stewardship.   MoHP/central 
has some capacity for planning, budgeting, monitoring and evaluation and does lead the 
Joint Annual Reviews, with technical support.  But aid effectiveness capacity is undermined 
by: an outdated organigramme; thin staffing, especially of the Policy, Planning and 
International Cooperation Division; and the challenges of a post-conflict environment.  
Moreover, many MoHP staff (at all levels) do not clearly understand the aid effectiveness 
agenda.  Roles and responsibilities of the various levels of MoHP are neither clearly 
definedn or optimal.  Despite good capacity in some districts, accountabilities for service 
delivery are undermined by the absence of elected officials since 2003.  The role of the 
regions is limited, causing them to be bypassed and not fully utilized in line with their 
potential comparative advantage.  The absence of a capacity building plan for the 
strengthening of sector stewardship undermines the effective use of the substantial supply 
of technical cooperation and assistance.  There also appears to be more scope for more 
effective use of existing country capacity. 
 
 Quality and Functionality of the Partnerships.  EDP Group Meetings, Joint Annual 
Reviews, Joint Quarterly Meetings and Technical Working Groups provide structures and 
processes for interaction, especially between MoHP and EDPs.  Dialogue is reported to be 
candid, but not always of adequate quality.  Technical working groups have transformed 
the way of doing business in MoHP: more technical and deliberative.  MoHP and EDPs make 
good use of highly qualified local staff of EDP agencies to facilitate dialogue.   But 
partnerships are lacking on some fronts.  Parliament is not sufficiently involved in or 
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informed about health sector issues and performance.  Collaboration and coordination with 
other relevant ministries is lacking.  NGOs do not actively participate, nor do some EDPs 
(China, India, Korea).  International NGO support is neither documented nor fully exploited 
through the partnerships. Notwithstanding the existence of indicators in SWAp-related 
documents, there is a lack of clarity on how to define and report on mutual accountability. 
 
 Predictability, Flow and Effective Use of Aid.   Predictability of aid is seen by most 
as having improved.  Some EDPs provide three- to five-year commitments, but others 
(especially bilateral) can only commit one year at a time (although they can provide multi-
year estimates).  Most but not all EDPs are working with the AWPB process.  The Ministry 
of Finance has recently established a new software data base that compiles all financial 
commitments to sectors.  A full medium-term expenditure framework is not yet in place, 
which undermines predictability.   Poolers support and use a single process for overseeing 
the flow of funds to various programs and levels of MoHP.  But their fiduciary rules are 
found by MoHP to be cumbersome and risk undermining the flow of funds.  Various sources 
of funding use multiple routs for channeling funds to the sub-national level.  There is 
delayed availability of financial resources (both national and international financing) at the 
local level, and limited flexibility in their use.  Information about the use of funds is limited. 
 
 Analysis of Joint Tasks under the SWAp.  The quality of evidence-based policy 
dialogue is systematically raised as an issue.  Nevertheless, it is noted to be evolving 
towards a results focus, and most successful at the program/technical level.  The AWPB 
and medium-term financing scenarios are meant to support resource allocation.  But 
undermining sound resource allocation are: the absence of full cost estimates for NHSP-II; 
political instability, which affects the AWPB process and decisions; insufficient links 
between bottom-up district plans and approved AWPB; absence of geographic mapping of 
support to underpin rational, needs-based allocation; and continued practice of bilateral 
discussions of resource allocation between MoHP (sometimes at the program level) and 
individual EDPs.  The Joint Annual Review provides the opportunity for the review of sector 
performance against NHSP II targets and objectives.  The quality of the health information 
system supports this process, but there is little evidence of pro-active, strategic decision-
making emanating from these reviews.  The most recent (January 2012) review is said to 
have represented a major improvement on this front.  Many have noted the potential for 
merging MoHP’s internal review with the Joint Annual Review. 
 
Lessons 
 
 A sector-wide approach, whose rationale, objectives, performance indicators, and 

accountabilities are not well understood by all involved parties, is not likely to realize 
its full potential.  A Conceptual Framework and suggestions for clarifying the definition 
and measurement of Nepal’s health sector aid effectiveness efforts, constructed from 
Nepal’s own documents and vision, are proposed in Annex.  

 The allocation of sector resources to the highest priority, highest impact interventions 
articulated in national program documents is unlikely to be realized in the absence of a 
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fully-costed, clearly prioritized, multi-year implementation plan that is reconciled with 
viable forecasts of available resources.   

 Capacity issues cannot be resolved by supply-side interventions alone.  A nationally-
articulated vision and plan for the effective utilization of existing capacity and its 
further strengthening/expansion has the potential to tailor, prioritize and manage 
available technical support for its more effective use and for sustainable outcomes.   

 Aid effectiveness efforts risk being centralist and falling short of their full potential, in 
the absence of the full understanding and involvement of the operational levels – both 
districts and regions. 
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Chapter 1.  Background, Context, Report Organization 
 

Background1 

 

1.1 The International Health Partnership (IHP+) aims to accelerate progress towards 

the health MDGs by implementing the Paris Principles on Aid Efectiveness.  At the third 

IHP+ country teams meeting in December 2010 there was a sense of real progress in 

applying the principles of the Paris Declaration, and an urgent need for better 

documentation of results, not least to inform discussions at the Fourth High Level Forum 

on Aid Effectiveness (November-December 2011, Busan).  WHO and the World Bank 

agreed to jointly support such documentation in four to five countries where concrete 

examples of aid becoming more effective might be found.  This effort was to draw on 

existing documentation so that there would be limited transaction costs and focus on 

countries where there is both interest and opportunity to capture experience.  The key 

audiences for this work are senior decision-makers in countries and donor agencies.  The 

aim is to provide these groups with concrete and credible examples that making aid more 

effective is indeed worth the effort.  A systematic, but flexible framework is being used, 

based on three questions (Box 1). 

 

Box 1:  Study Questions 

1.  To what extent have aid effectiveness principles been put into place? 

 

2.  Has this contributed to better results? 

 Has health aid actually become more effective? 

 Have health systems been strengthened? 

 Have health services improved? 

 

3.  What was critical in achieving these results?  Where were the barriers and how have they been overcome? 
Source: IHP+ Terms of Reference for Documenting Progress in Aid Effectiveness in Multiple Countries 

 

1.2 Given the short timeframe in which this study was carried out, and the extensive 

documentation already available, the Nepal report was not designed to be long or 

exhaustive.2  Instead, it was designed to provide a rapid synthesis of aid effectiveness in 

Nepal’s health sector, covering the timeframe of 2004 to the present (encompassing 

                                                             
1 This section is drawn from the Terms of Reference from this study.  Full ToR are available on 
file. 
2 Other country studies (on Benin, DRC, Ethiopia and Mali), carried out to address the same 
three questions, were commissioned much earlier than this Nepal study.  In fact they were 
implemented over a longer timeframe and indeed even completed before this study was 
launched. 
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Nepal’s first Health Sector Programme [2004-2010] and part of its second Health Sector 

Program [2011-2015]).  Over and above the mandates of the other country studies 

commissioned by IHP+, and in fact responding in part to their preliminary conclusions, this 

study was also tasked with the development of a very preliminary design/approach for 

more systematic monitoring and measuring of aid effectiveness in Nepal’s heath sector.   

 

1.3 This study is based on a mission undertaken in November 2011.  The methodology 

employed consisted essentially of: a review of the extensive documentation already 

produced on aid effectiveness and health sector performance, much of it produced in-

country; interviews with key actors and stakeholders, encompassing government, 

development partners and some (albeit limited) civil society actors; and field visits to the 

district of Dhading and the Far-West Region.  A lists of persons met is provided in Annex 1.  

Documents consulted are shown in the Bibliography.   The mission launched its work in 

Kathmandu with separate initial briefings for (i) Nepal’s Ministry of Health (Dr. Marasini, 

chief of Health Sector Reform Unit, who is responsible for aid effectiveness/aid 

coordination) and (ii) the External Development Partners (EDP) Group.  The mission 

concluded its work with a wrap-up discussion of its findings and preliminary conclusions, 

organized by the Ministry of Health and held jointly with key MoH staff and EDP 

representatives.  This wrap-up meeting also served as the de-briefing of the WHO acting 

WR, who was in attendance and actively participated in the discussion.  The mission 

concluded with a debriefing and exchange with the Secretary of Health.  This report reflects 

the strong consensus expressed at wrap-up meetings, supporting the general findings and 

conclusions presented at the meetings.  These meetings also generated fruitful discussion, 

addition evidence and refinements suggested by various participants during a very 

constructive dialogue, which have been incorporated into this report. 

   

Context3 

 

1.4 After a decade-long armed conflict, Nepal continues to engage in a peace process 

and the health sector is often expected to deliver peace dividends to the people.  The 

Interim Constitution of Nepal (2007) accepts the global principle of health as a 

fundamendatal right.  The forthcoming constitution, to be drafted by the Constituent 

Assembly, is also expected to stipulate health as a human right.  On the part of the 

Government of Nepal (GoN), the constitutional provision for health has led to increased 

resource commitments and an emphasis on rights, equity and social inclusion. 

 

1.5 Nepal continues to experience political instabilities as it ambles on with the peace 

process.  Alongside other sectors, the consequences of a volatile political situation are also 

                                                             
3 This analysis of context is drawn from the April 2011 Review of IHP Country Compact in Nepal.  
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faced by the health sector.  Despite all the hurdles, Nepal so far remains on track to achieve 

many of the health-related Millennium Development Goals (MDGs).   

 

1.6 In 2004, the Ministry of Health and Population (MoHP) made a strategic shift with 

the development of the “Nepal Health Sector Strategy: An Agenda for Reform,” and a multi-

year “Nepal Health Sector Program – Implementation Plan,” that were to be used as a basis 

for joint planning and programming in the health sector.   In addition, a “Statement of 

Intent to Guide the Partnership for Health Sector Development in Nepal,” was jointly signed 

in 2004 by MoHP and twelve EDPs. (para 2.2 and Box 2)  One year before the Paris 

Declaration was adopted, Nepal and its EDPs had already articulated and launched the 

implementation of principles and implementation mechanisms for developing and 

nurturing partnerships with a view to improving health sector aid effectiveness. 

 

Report Organization 

 

1.7 Chapter 2 synthesizes responses to Study Question 1, assessing the extent to which 

aid effectiveness principles have been put into practice.  In response to Study Question 2, 

Chapter 3 highlights a number of positive results of aid effectiveness efforts to date, 

including examples of: enhanced efficiency of health sector aid; improvements to health 

systems; and improvements to service delivery.  Chapter 4 explores the links between aid 

effectiveness efforts and sector results, analyzing both enabling and constraining factors.  

Drawing on the findings of this analysis and on the advice and inputs of a broad range of 

stakeholders, Chapter 5 offers lessons for building upon and further improving the aid 

effectiveness efforts of MoHP and its partners. 

 

Chapter 2.  To what extent have aid effectiveness principles been put 

into practice? 
 

2.1 This Chapter provides an inventory of tools, processes, structures and mechanisms 

that have been put into place and are being implemented to support aid effectiveness 

efforts to achieve country ownership, harmonization, alignment, mutual accountability and 

management for results.  An analysis of how these are actually working (or not) is 

presented in Chapter 4. 

 

Tools for Improved Sector-Wide Management and Coordination 

 

2.2 As briefly noted in Chapter 1, 2004 was a landmark year in the launch of the health 

sector-wide approach, with the production of a number of key documents to this end.   

Following consultations with EDPs and other partners in-country during the early  
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Box 2:  Statement of Intent to Guide the Partnership for Health Sector Development in Nepal:  

Key Principles and Commitments 

Partnership Principles: 

 The EDPs will ensure that all their assistance will be fully consistent with the GoN Strategy 

 Harmonization of donor support in annual planning, review and reporting shall be encouraged.  

Financing of the sector shall be in accordance with each agency’s mandate, financing mechanisms and 

other requirements. 

 A climate of transparency, openness and accountability shall be developed and maintained and relevant 

information shall be shared with all partners 

 All will work together in partnership to build consensus on actions needed to support MoHP’s efforts to 

achieve the common vision. 

 Based on needs and available resources, a prioritized spending framework will be agreed to guide the 

allocation of all available resources. 

 

Implementation Mechanisms of the Partnership: 

 A formal Health Sector Development Partner Forum will be established and meet quarterly to facilitate 

formal dialogue, to be chaired by the Health Secretary/MoHP. 

 Following current practice, a Joint Annual Review of the Health Sector Program will assess 

implementation progress and agree on programming for the following year.  Annual work programs and 

budgets will be jointly developed and agreed. 

 Conflicts of views will be resolved by consensus building and compromise. 

 

Other Commitments: 

In support of GoN’s health sector development goals, MoHP and EDPs seek to: 

 Commit to the achievement of the common vision for health reform and development; 

 Set priorities to improve resource allocation to achieve the common vision; 

 Improve the efficiency and accountability of resource use with a focus on health outcomes; 

 Ensure that health sector activities are guided by current  best practice; 

 Improve the coordination of external assistance to maximize its effectiveness to achieve the common 

vision. 

Source:  Statement of Intent to Guide the Partnership for Health Sector Development in Nepal, February 10, 2004. 

 

millennium, the GoN produced the “Nepal Health Sector Strategy: An Agenda for Reform,” 

and a multi-year program emanating from this strategy, the “Nepal Health Sector Program 

(NHSP I)” and accompanying Implementation Plan (NHSP-IP), covering the period 2004-

2010.  A “Statement of Intent to Guide the Partnership for Health Sector Development in 

Nepal” was also prepared by MoHP and cosigned by 12 EDPs in 2004.4  Preceding the Paris 

Declaration by one year, this document sought “…to establish a formal working partnership 

between the MoHP and the EDPs and to develop a common framework for joint planning 

and programming to support Nepal’s development goals in the health sector…”  This 

document sought to ensure “…an adequately funded and results driven quality work 

program implemented in an efficient and cost-effective manner to achieve the stated 
                                                             
4 The 12 EDPs which signed the “2004 Statement of Intent” are:  AusAID, DFID, GTZ, KfW, ILO, 
JICA, SDC, World Bank, UNICEF, UNFPA, USAID, and WHO. 
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goals…”  It envisaged harmonization of donor support through annual planning, review and 

reporting.  Box 2 summarizes the principles of partnership, implementation mechanisms 

and other commitments defined under this agreement. 

 

2.3 In 2011, the eighth year of the implementation of this new way of doing business in 

the health sector, there is continued effort to adhere to these principles.  NHSP I having 

been completed, NHSP II, covering the period 2010-2015, provides the framework for the 

mobilization and coordination of external aid.  NHSP II includes a results framework 

addressing three objectives summarizing how the vision will be achieved, and proposing 

outcome and impact indicators.  It also prioritizes actions for faster progress on the aid 

effectiveness agenda (Box 3).   

 

Box 3:  Nepal Health Sector Programme – II (NHSP II) 2010-2015 
Goal: 
 To improve the health and nutritional status of the Nepali population, especially for the poor and 

excluded.   
 To contribute to poverty reduction by providing equal opportunity for all to receive high-quality and 

affordable health care services. 
Objectives: 
 To increase access to and utilization of quality essential health care services; 
 To reduce cultural and economic barriers to accessing health care services and harmful cultural practices 

in partnership with non-state actors; and 
 To improve the health system to achieve universal coverage of essential health services. 
MDG/Impact Indicators: 
Maternal mortality ratio; total fertility rate; adolescent fertility rate; modern contraceptive prevalence rate; 
under-five mortality rate; infant mortality rate; neonatal mortality rate; underweight children; HIV 
prevalence among 15-49 years; TB case detection and treatment success rates; malaria annual parasite 
incidence per 1000. 
Priorities for faster progress on aid effectiveness: 
 More MoHP guidance on where non-pool EDPs should focus their support; 
 Aligned EDP planning and approval cycles with the GoN budget cycle; 
 Reduced transaction costs, increased reliance on the SWAp planning and monitoring processes, 

minimizing additional bilateral requirements and more joint missions, co-financing or “silent partner” 
arrangements; 

 Prior MoHP agreement on all technical assistance (TA), including an annual TA plan to complement the 
annual work plan and budget (AWPB); 

 A strengthened SWAp management capacity in the health sector reform unit (HSRU); 
 A balanced partnership, with more attention in joint annual reviews (JARs) to assessing EDP performance 

on aid effectiveness commitments; and 
 Improved longer-term indications of support to facilitate planning through informal consultations, if 

easier for EDPs. 
Source:  Nepal Health Sector Programme-II (NHSP-II) 2010-2015, Ministry of Health and Population, Government of Nepal, 
2010. 

 

2.4 Based on analysis of trends in total and projected resource availability for the 

sector, encompassing all major financing sources (GoN, private and external partners), the 

NHSP II includes three five-year projections of all available resources, reflecting low-case, 

middle-case and high-case scenarios.  The NHSP II includes some notional costing of 



6 
 

program priorities, but does not include (or cost out) a detailed implementation plan.  An 

annual work program and budgeting process has been established, with ongoing efforts to 

engage EDPs upstream so as to program their support in a way that is complementary to 

GoN budget support and aligned with sector priorities. 

 

2.5 Two other partnership documents have been developed and cosigned since the 

2004 “Statement of Intent.”  Under the framework of IHP Global Compact, eight EDPs5 and 

the GoN signed in September 2009 the IHP Country Compact, entitled “Nepal Health 

Development Partnership.”  Its seven commitment areas include: the alignment and 

management of ODA in accordance with national policy; the advancement of citizens’ 

rights; improvements to financial planning and alignment; increased access and service 

delivery effectiveness; advancement of equity and social inclusion; strengthening of SWAp; 

and strengthening of governance and accountability.   Under this Compact all parties 

commit to supporting GoN health goals; increasingly using country systems and processes, 

where possible; regular quarterly Partners Forum Meetings; stronger inclusion of the non-

governmental sector; preparation and costing of an NHSP II implementation plan; full 

engagement in the JARs; increased alignment with GoN’s  financial accounting system.  

EDPs also committed to: reducing/consolidating M&E activities; improving sustainability 

and predictability of their funding; coordination of training to avoid duplication of efforts 

and excessive absenteeism of staff; translation of key documents into Nepalese for 

improved communication and transparency.  Among the key commitments of GoN were: 

adherence to NHSP; full utilization of JAR mechanism; strengthening of management 

systems and more effective use of resources; a publicly available rolling MTEF; engagement 

of EDPs in AWPB formulation; and taking necessary steps to attract and retain skilled, 

motivated personnel.  This document is noteworthy in that it contains indicators for 

commitments made by government and DPs.  But, as of yet, these have not yet been 

reported on. 

 

2.6 A Joint Financing Arrangement, co-signed in August 2010, sets forth joint provisions 

and procedures for financial support to NHSP 2 and serves as a coordination framework for 

consultation for monitoring and decision-making, joint reviews of performance, common 

procedures on financial management.  It is unique in that it is cosigned both by pooling 

partners6 and non-pooling partners.7  It lays out responsibilities of the pooling and non-

pooling partners, respectively, and also defines the meeting structures, most notably, the 

Joint Annual Review and quarterly Joint Consultative Meetings, which frame the planning 

                                                             
5 The eight EDPs who signed the IHP Compact are:  AusAID, DFID, GIZ, UNAIDS, UNFPA, UNICEF, 
WHO and World Bank. 
6 Pooling partners are: AUSAID, DFID, World Bank/IDA; and GAVI. 
7 Non-pooling partners, who signed the JFA include: USAID, UNICEF, UNFPA and WHO. 
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and review processes in support of NHSP II.  It also lays out the mechanisms for the 

management and use of the pooled funds, including their annual commitments, 

disbursement, expenditure reviews, procurement, and audits.   It specifies minimum 

requirements for reporting and for monitoring and evaluation, which all partners are 

encouraged to rely upon, rather than creating additional reporting burdens.  In the image 

of the JFA, Nepal’s health partners have recently drafted and discussed with GoN a Joint 

Technical Cooperation and Technical Assistance Arrangement to promote greater 

coordination and transparency in the management of significant non-financial support 

available to the sector, heretofore neither demand-driven nor well coordinated. 

 

Structures and Processes for Harmonization and Alignment  

 

2.7 As laid out in the above-cited series of co-signed partnership agreements, structures 

and processes for harmonization and alignment have been established and are being 

implemented.   The JFA spells out harmonized procedures for pooled funds that encompass 

the use of common management arrangements for financial management and 

procurement.   All three agreements spell out  ways and means of increasingly aligning all 

partners around the use of some of GoN/MoHP’s systems, most notably the use of the 

Annual Work Program and Budget (AWPB) tool for the planning and budgeting of all 

activities and resources, no matter the source of financing, and the move towards the use of 

one (the MoHP’s), consolidated system for the monitoring and evaluation (M&E) of 

performance under the NHSP II.  Actual use of these systems is not perfect, but is increasing 

over time, with room for more improvement. 

 

2.8 The EDP group has been established for many years and appears to be functioning 

well.8  With rotating Chair and Vice-Chair positions, nominated annually by the members, 

this group meets on a regular (monthly) basis to exchange information and ensure the 

strategic coordination of their (individual and collective) supports to NHSP II.  Technical 

working groups, organized around particular themes and challenges inherent in NHSP II 

implementation, and composed of EDP specialists and MOHP staff, facilitate dialogue on 

technical, program-specific issues.  Joint Annual Reviews take place at the start of each new 

calendar year providing GoN,9 representatives of the Association of INGOs (AIN), EDPs and 

other key stakeholders to review: progress against results indicators; performance against 

a Governance and Accountability Action Plan; financial management performance; 

                                                             
8 This statement is based on interviews and on direct observation at an EDP monthly meeting, 
held in November 2011. 
9 Including: the National Planning Commission (NPC), the Ministry of Finance, the Financial 
Comptroller General Office (FCGO), MoHP/DoHS, the Ministry of Local Development (MOLD) 
and the Office of the Auditor General. 
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procurement performance; technical assistance and studies/research undertaken; 

progress against partnership arrangements; lessons learned; and recommendations for 

strategic directions and expenditure priorities for the next AWPB.  Quarterly Joint 

Consultative Meetings (JCMs) are held (albeit less regularly than the intended quarterly 

basis) to support the various stages of the AWPB preparation process.  Policy dialogue has 

the potential to take place through these various fora: JAR, JCM, Technical Working Groups. 

 

2.9 With the coordination support of IHP+, a Joint Assessment of National Strategies 

(JANS) exercise was launched and undertaken in early 2010.  Involving the majority of 

Nepal’s health partners – both pooling and non-pooling – this exercise facilitated a 

coordinated, joint review of Nepal’s draft NHSP II.  Drawing on the comparative advantages 

of all partners, this process facilitated a better coordinated, more inclusive, more 

systematic review of the new Plan (on both the technical and financial fronts) and 

contributed to the development of the JFA.  

 

Performance against Aid Effectiveness Principles 

 

2.10 A Joint Evaluation of the Paris Declaration Phase II Nepal Country Evaluation, carried 

out in 2010, assessed the relevance and effectiveness of the Paris Declaration, its 

contribution to aid effectiveness and ultimately to development results, including poverty 

reduction.  This evaluation was undertaken as part of the Phase II Paris Declaration 

Evaluation and covered all sectors.   Box 4 synthesizes country-wide progress in 

implementing Paris Declaration Principles, indicating that health and education sectors 

have the longest experience and the strongest performances among all sectors.  This Joint 

Evaluation highlights adherence to the principle of mutual accountability as being the 

greatest challenge. 

 

Box 4:  Nepal’s Implementation of the Paris Declaration Principles, 2010 
The principles of country ownership and alignment have been moderately well observed and 
implemented at macro level and are more strongly adhered to within the health and education 
sectors.  Strategic level alignment is stronger than institutional alignment, which needs more 
attention.   
 
Managing for development results is the principle that is mostly strongly observed and 
implemented in Nepal.  Results have come to the fore with an appreciation of the targets and goals 
of development and the importance of impact.   
 
Harmonization and mutual accountability were most weakly observed and implemented at 
macro level, with mutual accountability being the weakest.  This is where the Paris Declaration has 
yet to break through.  However, at sector level the picture is more positive with evidence of 
effective harmonization in education (the stronger) and health. 
Source:  Paris Declaration Evaluation Phase II, Nepal Country Study, 2010 
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Table 1: Health Sector’s Progress against Aid Effectiveness Principles, 2010 
Aid 
Effectiveness 
Principle 

Nepal’s Health Sector Progress 

Ownership  A Health Sector DP Forum, chaired by the Health Secretary has been functional, but meetings 
have been irregular. 

 Leadership in the health sector is considered by some to be weak. 
 National sector strategies and operational frameworks are integral to the national strategy. 
 Programs and budgets are endorsed by parliament annually, but there is no mechanism for 

monitoring and scrutiny through parliamentary processes of sector progress. 
 Stakeholder consultation mechanisms are not systematic and considered by some to be 

weak. 
Alignment  DP support continues to be driven by the policies and preferences of the individual agencies; 

and the health sector has limited ability to track DP aid flows and its alignment with sector 
needs. 

 Alignment with policy and strategies has improved, but alignment with government systems 
is yet to be seen.   

 Pooled fund represents less than half of DP expenditure, with non-pooled DPs making little 
use of GoN systems.   

 PIUs decreased after SWAp adoption, but in 2008/09 a TB PIU was created under the Global 
Fund. 

 Overall there is little improvement in the use of country systems and procedures in the 
health sector. 

 The capacity of MoHP is weak suggesting that capacity building has not supported 
improvements in health sector management. 

Harmonization  There is no evidence of the use of comparative advantage of DPs in the health sector and the 
system of formal division of labor among DPs does not exist. 

 In the last five years, the number of projects has decreased in the sector.  Tying of aid has also 
decreased, though this practice still exists with the non-ODA and some new DPs. 

 Participation in JARs notwithstanding, there has been little improvement in harmonization 
since 2005.   

 There has been little improvement in predictable and multi-year commitments on aid flows 
since 2005. 

 Global progras (Global Fund and GAVI) have not strengthened Nepal’s policies and 
institutions.  GAVI’s signature of the JFA indicates its commitment to the country system. 

 Co-signature of the Nepal Health Partnership Compact in 2009 further commits to strengthen 
the health sector SWAp.    

Managing for 
Development 
Results 

 The logframe of NHSP I outlines outcomes and results with measurable indicators and was 
revised after the 11/07 mid-term review.  But it is not used as a common results-oriented 
reporting and assessment system. 

 Government and pooled DPs stated that DPs programs and resources are linked to health 
sector results.  Non-pooled DPs also affirmed that their programs and resources are linked to 
results.  There is overall substantial improvement in this regard. 

 There is a split opinion about MoHP’s capacity to plan, manage and implement a results-
driven strategy.  Government respondents believe the capacity exists, but needs to be 
regularly refreshed, while most DPs believed that such capacity is weak. 

 While results are well-defined in the health strategies, results-based management is weak.  
This being said, high-level attention and efforts are underway to address shortfalls. 

Mutual 
Accountability 

 While accountabilities of GoN and its Partners are defined in various agreements (2004 
Statement of Intent, 2009 IHP Country Compact, 2010 Joint Financing Agreement), there is 
weak monitoring and accountability of EDPs against their commitments. 

Source:  Annex 6 of Joint Evaluation of the Paris Declaration Phase II, 2010, Nepal Country Evaluation 
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2.11 This same study included a sector-specific analysis for health, whose findings are 

consistent with this study’s findings.  The analysis of the health sector’s progress against 

each of the Paris/Aid Effectiveness Principles is distilled in Table 1.  In short, while 

acknowledging Nepal’s achievements in setting up and implementing a health sector SWAp, 

some key issues were raised, centered around: sector leadership and capacity; 

shortcomings in the harmonization and alignment of donor support; weak results-based 

management (notwithstanding substantial improvement linking resources to results); and 

weak monitoring and accountability of EDPs against their commitments. 

 

 

Chapter 3.  Have aid effectiveness efforts contributed to better results? 
 

3.1 This Chapter analyzes this question in light of three categories of results:  (1) more 

effective aid; (2) strengthened health systems; and (3) improvements in health services. 

 

More Effective Aid 

 

3.2 Over and above MoHP’s accomplishments in establishing critical building blocks for 

more effective aid, documented in Chapter 2,  there is considerable additional potential for 

significantly enhanced aid effectiveness.  The EPDs have initiated an idea to render more 

effective the substantial non-financial support they are providing to the health sector.  This 

has been a sizeable aspect of EDP support that has not been effectively managed or 

accounted for to date.  With the support of the DFID-supported National Health Sector 

Support Program (NHSSP), a technical support/capacity building program established 

within MoHP, the EDPs inventoried all technical assistance and technical support provided 

to the health sector and reflected it in a consolidated matrix.  Organized by type and 

program of intervention, it established a comprehensive overview of the supply of 

technical support available to MoHP.  EDPs have noted that the compilation of this matrix 

was enlightening to them, showing for the first time some duplications in efforts,  clusters 

of support for certain areas and gaps in support to other critical areas.  EDPs presented this 

matrix to MoHP and invited MoHP to suggest reallocation of technical support to better 

align with their actual capacity needs.   MoHP has not yet responded to this opportunity. 

 

3.3 The EDPs have also drafted a “Joint Technical Cooperation and Technical Assistance 

Arrangement for NHSP II,” covering a broad range of TC/TA areas:  (a) the building of 

capable institutions, including the development of staff skills and the development of 

appropriate institutional arrangements for these skills to be effectively applied and used 

across all levels of the MoHP structure; (b) service delivery by non-government entities; (c) 

the expansion of the evidence base for health through analytical work and evaluations; (d) 

the measuring of progress in the implementation of NHSP II through assessments, reviews 
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and surveys; (e) the strengthening of the stewardship role of the ministry through the 

formulation of policies, regulations and guidelines; (f) support to representatives from 

Nepal to participate in national or international events, workshops and study tours; and (g) 

commodity support.   

 

3.4 Under this joint arrangement partner signatories would commit to: ensuring that 

TC/TA be used to support NHSP II implementation to achieve specific results; reflecting all 

TC/TA in a comprehensive format; ensuring that contractors operate according to 

provisions in the JTA; reviewing and agreeing on the AWPB for NHSP II; the timely 

mobilization of TC/TA; compliance with quality standards, shelf life and technical 

specifications for all commodities; honoring timeframes and “black-out periods” for 

training; complying with GoN guidelines when supporting the participation of Nepalese in 

national or international events; strengthening local sources of knowledge and expertise; 

avoiding duplication in TC/TA; bringing uniformity and creating synergy in the TC/TA 

support; and giving the Signatories reasonable opportunity to provide input into all Terms 

of Reference (ToR) for TC/TA services, irrespective of the funding source. 

 

3.5 Among GoN commitments under this draft JTA are: inclusion of TC/TA in the AWPB; 

ensuring availability of staff for skills development activities and their retention in their 

positions after training in line with the Civil Service Act; preparation and application of 

transparent criteria for the nomination of candidates for capacity enhancement programs; 

ensuring that the majority of candidates for capacity enhancement are from district or sub-

district level and compliance with Gender and Social Inclusion principles of MoHP; 

maintaining a “skills inventory;” ensuring reasonable period of overlap between in-coming 

and out-going staff for an orderly transfer of skills and responsibilities; identifying critical 

periods for government business during which training or study visits will not be 

programmed; ensuring opportunity for partner signatories to provide input into all ToR, 

irrespective of funding source; and ensuring that each AWPB includes agreed TC/TA 

support consistent with NHSP II priorities and available resources.   TC/TA would be 

planned, programmed, reviewed, evaluated and adjusted as a part of the already-

established JARs and JCMs. 

 

3.6 At the time of the mission, EDPs had sought the opinions of their respective 

Headquarters Offices, including their legal opinions; and it was MoHP’s intention that this 

JTA would be co-signed in January 2012, on the occasion of the JAR.  This JTA covers a 

substantial area of donor support that has not thus far been well captured or managed in 

Nepal’s health SWAp (or in any health SWAp to date).  It thus holds great potential for 

enhancing aid effectiveness in the health sector.   
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Strengthened Health Systems 

 

3.7 Aid effectiveness efforts have helped strengthen health systems on two important 

fronts.  First, sector governance has been strengthened through a learning-by-doing 

process.  MoHP, with the help of technical assistance, has prepared, organized, and chaired 

JARs and JCMs.  These processes are carried out jointly with key actors and stakeholders 

(both national and international) to underpin key tasks of strategic sector management, 

including: planning, programming, budgeting, monitoring and review of performance 

against targets and indicators.  Sector governance is also being underpinned by a  

 

Box 5:  Objectives and Sub-Objectives of NHSP II Governance and Accountability Action Plan 
Sector Governance/Enabling Environment 
 Move towards output-based budgeting by revising the AWPB through the MTEF 
 Implementation of transparency and disclosure measures, with specific information to be 

available at the central level (DoHS website); district level (through newspapers, public notice 
boards, websites, radio and FM); and health facility level (public notice boards, radio, FM and 
social mobilisers in appropriate language) 

Stakeholder  
 Ensuring periodic performance audits (one audit every two years) for an independent 

viewpoint and corrective actions 
Implementation Capacity/Institutional Capacity 
 Ensuring adequate capacity development of institutions and human resources strengthening for 

NHSP II implementation 
 Ensuring an adequate number and diversity of health workforce in line with MoHP norms 
 Redeployment of the health work force 
 Improving the quality of health services 
 Strengthening quality assurance and M&E 
Financial Management 
 Adequate and timely financial management at central, district and health facility levels 
 Timely fund release to health facilities 
 Improved quality of asset management 
 Updated financial regulations for hospitals and Management Committees 
 Operating procedures made transparent for non-state partners/NGOs 
 Adequate funds ensured for operation and maintenance of medical equipment and hospitals 
 Prompt action on audit irregularities 
Procurement 
 Procurement at central and district levels; Timely availability of drugs, equipment, supplies 
Environment 
 Ensuring continued access to essential health care services (EHCS) for all in the face of 

emergencies, crisis and conflict situations 
 Promoting clean/solar energy 
Social/Equity Access and Inclusion 
 Advancing the social inclusion of all citizens and ensuring government is more accountable 
 Health facility management committees (HFMCs) are established and effective. 
Source: NHSP II, 2010 
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“Governance and Accountability Action Plan,” embedded in NHSP II, which articulates 

objectives around five key areas (Box 5).  The highlighting of objectives and indicators of 

key aspects of sector governance (output-based budgeting, transparency, performance 

audits, capacity strengthening, financial management, procurement, and social inclusion) 

have the potential to incite more attention and effort to sector governance.  

 

3.8 Second, a joint mission undertaken in April 2011 by high-level M&E 

experts/managers of key partner organizations (WHO Geneva, WHO SEARO, GAVI and 

Global Fund) provided a consolidated analysis of the monitoring and review component of 

the NHSP II and a roadmap for its further strengthening discussed with MoHP.  This 

mission assessed the demand and use of health data, the current status of supply of data  

 

Box 6:  Findings and Recommendations of a Joint Assessment of the Monitoring and 
Review Component of NHSP-II 
Findings: 
 Nepal’s health information system generates a considerable volume of reliable data for 

monitoring of progress and performance in the context of the NHSP and specific disease 
programs.  The consistency between the different data sources and the good reporting rates has 
resulted in considerable confidence in the data.   

 The national review mechanisms through a national review and a joint annual review use the 
monitoring data to assess progress and performance in relation to the goals of the national plan, 
including equity.  Progress in many health indicators has been very positive during the last 
decade.   

Six priority areas for action for strengthening the national monitoring, review and evaluation 
platform through joint support by the partners: 
 Develop a comprehensive monitoring, evaluation and review plan for NHSP-2, including policy 

and institutional environment and technical framework; 
 Strengthen the analytical monitoring report for reviews, focusing on the end 2010/2011 

review; 
 Strengthen data availability and quality for reviews, through better alignment of current 

investment and addressing data gaps; 
 Develop a national health information centre (NHIC) and district health information bank 

(DHIB), as outlined in the national strategy; 
 Strengthen institutional capacity through greater involvement of country research and public 

institutions and organizations, in close collaboration with MoHP, Central Bureau of Statistics, 
National Health Research Council, Tribhuvan University and BP Koirala Institute of Health 
Sciences faculties (Population, Epidemiology, Community Medicine); and 

 Alignment and investment of development partners with one country-led monitoring 
evaluation and review platform. 

Source: Strengthening of the monitoring and review component of the national health strategy, Nepal – Brief situation 
analysis and roadmap for 2011/12, WHO, GAVI, Global Fund, April 2011. 

 

and statistics, and the institutional capacity for work on health statistics with a view to the 

strengthening of a comprehensive monitoring and review component of the NHSP-II.  The 
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findings and recommendations of this mission (Box 6) represent the consolidated views of all 

agencies participating in this mission, in consultation with MoHP.  They advocate that the 

strengthened national monitoring review and evaluation platform serve as the basis for global 

reporting to all development partners.  This consolidated effort is an important input to MoHP’s 

efforts to strengthen its HMIS and M&E capacity. 

 

Improvements in Health Services 

 

3.9 Aid effectiveness efforts have facilitated the rapid scale-up of proven, successful 

service delivery interventions.  A DFID-supported project, introduced in January 2009, paid 

financial incentives to mothers and service providers to give birth in a health facility with 

the assistance of a skilled health worker, and made the delivery services free to the client, 

reimbursing the delivery costs to the facility.   This support was a compliment to equally 

important investments in ensuring the availability of quality delivery services.  An early 

(June 2010) evaluation of this cash incentive and free delivery scheme found that it yielded 

results.  Assisted deliveries rose to 44 percent with the greatest increases in utilization of 

services (difference between pre-Aama and post-Aama interventions)  among the poorest 

wealth quintiles, both in high- and low- Human Development Index (HDI) areas.  Use of 

services was also found to have increased among marginalized groups, except for Muslims 

in high-HDI areas.  Based on these achievements, MoHP was anxious to scale-up these 

interventions nationwide.  Thanks to the coordination and financing mechanisms already 

set up in the health sector for the purposes of aid effectiveness, pooled funds were 

immediately available to Government to rapidly scale-up to this end.  Also, under these 

same mechanisms, non-pooling partners were also quickly mobilized to introduce and 

support successful interventions within the projects they were already supporting at the 

operational level.  USAID’s Family Health Project is a case in point.   In the absence of such 

coordination and flexible financing, it is unlikely that the donors could have supported such 

a rapid and efficient scale-up of such successful, proven supply- and demand-side 

interventions to all of Nepal’s 76 districts so rapidly.  Visits to health facilities in Dhading 

District revealed significant success of this program, with the number of facility-based 

deliveries rapidly rising to almost 100 percent of all deliveries, a result of improved quality 

and availability of services, pro-active and well-supervised female community health 

volunteers (FCHW), and financial incentives to women.  

 

3.10 Table 2 shows the trends in health impacts, including the preliminary results of the 

2011 DHS.   These trends reveal impressive gains on most fronts.  Indeed, Nepal has 

received international awards for its improvements in health status, specifically a GAVI 

award for MDG4 and a UN award for MDG5.  While some of these gains may well be 

attributable in part to some improvements in health services, they are probably also 

attributable to improving trends in other socio-economic indicators (such as income, 
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agricultural production, food availability, women’s education, women’s employment, 

among others).  Such an analysis is important for assessing and fine-tuning health systems 

and health service delivery, but is beyond the scope of this study.  It is important to explore 

what, for example, are the determinants of declines in maternal mortality rate (MMR), and 

the extent to which it correlates with health services/health systems performance.   

  

Table 2:  Achievements under NHSP-I 2004-2010 and NHSP-II 2010-2015 
MDG/Impact Indicator Achievement Target 

1991 1996 2001 2006 2011 2010-11 2015 
Maternal Mortality Ratio 539 539 415 281 229 

10 
250 134 

Total Fertility Rate 4.8 4.6 4.1 3.1 2.6 3.0 2.5 
Adolescent Fertility Rate (15-19 years) NA 127 110 98 81 98 70 
CPR (modern methods) 24 26 35 44 43 48 67 
Under-five Mortality Rate 158 118 91 61 54 55 38 
Infant Mortality Rate 106 79 64 48 46 44 32 
Neonatal Mortality Rate NA 50 39 33 33 30 16 
Postneonatal NA 29 26 15 13   
% of underweight children  49 43 39 29 34 29 
TB case detection and success rates (%) NA 48 

70 
70 
89 

65 
89 

NA 75 
89 

85 
90 

Malaria annual parasite incidence per 
1,000 

NA 0.54 0.40 0.28  Halt and reverse 
trend 

Immunization coverage (%) 12-23 
months: all vaccines 

NA 43 66 83 87  

Source:  Nepal Family Health and Demographic and Health Surveys: 1991, 1996, 2001, 2006 and 2011 (preliminary results) 

 

 

Chapter 4.  What was critical in achieving these results?  What were the 

barriers and how have they been overcome? 
 

4.1 Four factors were analyzed as being pivotal to the link between aid effectiveness 

efforts and health sector performance and outcomes:  (1) the quality and relevance of the 

strategic sector framework; (2) the capacity for sector management/stewardship 

(encompassing both the level of capacity and its effective use); (3) the quality and 

functionality of the partnerships; and (4) the predictability, flow and effective use of aid.  

Facilitating and constraining aspects of each of these factors on sector performance and 

results are assessed below. 

 

4.2 It is important to note that, while this chapter points to a number of issues that need 

to be addressed, the accomplishments of MoHP and its partners in setting up and 

implementing an approach to health sector aid effectiveness (summarized in Chapters 2 
                                                             
10 This is based on a point estimate from a subnational maternal morbidity and mortality study 
carried out in 2009 in eight districts.  (Bhandari, A., M. Gordon, G. Shakya, July 2011). 
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and 3) are fully acknowledged.  Indeed, it is precisely because of the accomplishments and 

implementation experience of MoHP and its partners that this report can delve into an 

analysis of “second generation” aid effectiveness issues and challenges.  Thus it is 

important to emphasize that this chapter does not aim to criticize MoHP and its partners 

for their efforts to date.  Rather it is positioned to provide a fresh perspective on how to 

consolidate gains, build on experience and contribute to ongoing learning by doing, all with 

a view to further enhancing aid effectiveness and results.   

 

4.3 This chapter provides highlights of the analysis of each of these four factors.  More 

detail is presented in Appendix (Appendix 1), which presents matrices on each factor.  

These matrices were compiled on the basis of evidence collected, distilling and 

triangulating: patterns of responses by informants; evidence in the documents reviewed; 

and the direct observation of this team. 

 

Quality and Relevance of the Strategic Sector Framework 

 

4.4 Chapter 2 notes a number of components of Nepal’s strategic sector framework.  A 

1991 health sector policy and the NHSP provide the policy and strategic orientations to the 

sector.  The NHSP II is an evidence-based strategic document, with a results framework and 

targets and indicators, and serves as the framework for attracting and coordinating the 

technical and financial support of GoN and its partners.  It emphasizes essential health care 

services (EHCS), but pays insufficient attention to non-communicable diseases (NCDs).  

And the prioritization and sequencing of key activities within and across its four major 

programs are not fully articulated.  A number of informants expressed some reservation 

about the ownership of the NHSP-II throughout the health system, especially in the regions 

and districts.  This concern is rooted in the fact that it was prepared by external consultants 

and not translated into Nepalese. 

 

4.5 The NHSP II is accompanied by a MTEF, which provides the projections of all 

financing sources (articulating low-, medium- and high-case scenarios).  However, the 

MTEF does not yet incorporate the full costs of implementing NHSP II.  A five-year 

implementation plan for NHSP II has not been developed or costed.  In the absence of an 

exercise to reconcile the costs of plan implementation with available financing, the MTEF is 

not yet used as an instrument for further (needed) prioritization and resource allocation.   

The Ministry of Finance has informed that the National Planning Commission has revived 

the idea of a multi-year development plan for sectors, which would provide the basis for 

costing/resource allocation, but it has not yet been implemented. 

 

4.6 The AWPB is an established instrument and process used by MoHP for annual 

planning and budgeting.  However, it may be driven by available financing versus sector 
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priorities.  It does not yet capture all financing sources, as its utilization varies among EDPs 

and INGOs.  While most EDPs make an effort to have their projects/financing reflected in 

the AWPB, they do not appear to have an overview of all sector financing and its 

allocations.  Thus the AWPB appears to be more an instrument for reflecting 

financial/project support than for influencing its allocation.   Both the content of the AWPB 

and its timeliness (which dictates the level of discussion/deliberation of its draft) are left 

open to political elements.  This is a phenomenon of a post-conflict state. 

 

Availability and Effective Use of Capacity for Sector Stewardship 

 

4.7 There appears to be existing capacity within MoHP/central  for routine tasks, such 

as planning, budgeting, monitoring and evaluation.  There is also evidence of some good 

leaders within the sector.  MoHP leads the JAR, with technical support. Capacity at the 

program level is strong.  But capacity for managing the aid effectiveness agenda is 

undermined by: an outdated organigramme; very thin staffing, especially of PPICD; the 

challenges of a post-conflict/political environment; the existence of two Health Secretaries 

with unclear, possibly overlapping mandates.  Most significant, perhaps, is the fact that 

many MoHP staff in the center, and apparently most staff in the Regions and Districts, do 

not have a clear understanding of: what the aid effectiveness agenda is, how it affects them, 

or their roles and accountabilities in contributing to this agenda.   

 

4.8 Many believe that the roles and responsibilities of the various levels of MoHP 

(central, regional and district) are neither clearly defined nor optimal.  There is evidence of 

good capacity at the district and operational levels.  The regions are attempting to improve 

their coordination and oversight, especially M&E functions.  Dhading district facility visits 

revealed strong community/local level involvement and support, both managerial and 

financial.  The imminent move towards a federal form of governance in Nepal offers an 

opportunity to redefine the roles and responsibilities of all levels of MoHP to give more 

autonomy and responsibility to the different levels of the system.   The absence of elected 

officials at the local level since 2003 has undermined the accountability of local 

government for service delivery.  The role of the regions is limited, causing them to be 

bypassed and not fully utilized in line with their strategic placement between the center 

and districts – especially given the challenges of the geographic terrain.  There appears to 

be a disconnect between what the districts include in their bottom-up plans and what 

ultimately is financed.  Many believe that a decentralization of the SWAp and more 

autonomy to the districts (accompanied by enhanced managerial, financial, procurement 

and M&E skills building) would enhance overall effectiveness. 

 

4.9 There is a well-functioning, fairly reliable health management information system.  

But MoHP has numerous (9-10) other information systems (for logistics, human resources, 
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etc.), which are supported by various EDPs and are not linked to one another.  This 

undermines sector management and stewardship capacity.   

 

4.10 There is a substantial supply of technical cooperation/technical assistance available 

to support and further strengthen MoHP capacity.  The matrix of TC/TA recently prepared 

by the EDPs and the draft Joint TC/TA Arrangement provide MoHP with the opportunity to 

plan and use effectively this assistance, aligning it with the objectives and priorities of the 

NHSP II.  Capacity development units/programs housed within MoHP (specifically DfID-

supported NHSSP and GIZ-supported HSSP) provide technical support at MoHP’s disposal.  

These capacity development units/programs are challenged (with MoHP guidance) to 

achieve the right equilibrium of capacity strengthening and capacity substitution, given (i) 

the demands of stewardship under an aid effectiveness mode; and (ii) the limited capacity 

available in MoHP (both in terms of numbers and skills mix).  The absence of a capacity 

building plan for the strengthening of sector stewardship (a “demand-side” vision) 

undermines the effective use of the substantial “supply” of TC/TA.  There also appears to be 

scope for more effective use of existing country capacity.  Furthermore, it has been 

observed that TC/TA is not always sufficiently prepared, a case in point being the dispatch 

of technical assistants to regions, which were not fully apprised on why they were coming. 

 

4.11 The Parliament subcommittee, responsible for debating and deliberating on health 

sector policy and issues, has little grounding in health or aid effectiveness.   

 

Quality and Functionality of the Partnerships 

 

4.12 Who are the partners?  MoHP, central level, leads the partnership, which is 

composed of relevant government agencies (Ministry of Finance, National Planning 

Commission, other relevant sectors) and most EDPs (both poolers and non-poolers).  

Participation is lacking on some fronts, however.  Parliament is not sufficiently involved or 

informed of health sector efforts and performance.  MoHP does not sufficiently collaborate 

or coordinate with other sector ministries that have important effects on health (water, 

sanitation, education…).  NGOs are not actively involved in the partnerships, nor are some 

EDPs (China, India, Korea, although China does attend the JARs).  INGO performance and 

potential are neither documented nor fully exploited through the partnership. 

 

  

4.13 What do the partners do?  The partnership is essentially oriented around three 

major tasks that are meant to be undertaken jointly and in a coordinated manner: (1) the 

carrying out of evidence-based policy dialogue; (2) the allocation of resources to sector 

priorities for a more rational, equitable use of these resources; and (3) the review and 

evaluation of sector performance and outcomes with a view to finetuning performance and 
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managing for development results.  Indeed all three of these tasks are carried out to some 

extent.  But there is room for improving both the process and outcomes of these efforts, as 

discussed later in this chapter ( see section on “Analysis of Joint Tasks under the SWAp”). 

 

4.14 How do partners interact?  Partners’ interaction is framed largely by the various 

commitments and mechanisms outlined in the various partnership agreements and the 

NHSP II, itemized in Chapter 2 (EDP Group Meetings, JAR, JCM, Technical Working Groups, 

etc.).  The application of these agreements and mechanisms has unfolded as follows.  

Dialogue and decision-making may draw on evidence, but are reported to be stilted by the 

political transition that is underway.  While an agreed principle is one M&E framework and 

one review process, a number of EDPs insist on their own project level indicators, reviews 

and evaluations.  Dialogue and exchange between MoHP and EDPs is reported to be candid, 

but not always of adequate quality.  Monthly meetings with the Health Secretary are 

irregular and not optimally prepared, with agendas sent out late and discussions focused 

more on administrative than substantive issues.  The value added of IHP+ is perceived by 

many as breathing new life, specificity and discipline into the commitments  of all parties.  

But it is perceived by some technical managers of MoHP as generating more work without 

delivering on financial resources that were expected.   The transaction costs to MoHP of aid 

effectiveness efforts have not been fully assessed and there is mixed evidence on whether 

they increased or decreased.   They appear to have increased for EDPs.  Evidence is 

anecdotal and might be more systematically studied. 

 

4.15 Technical working groups (in which MoHP and EDPs collaborate) have transformed 

the way of doing business in MoHP: more technical and deliberative.  Both MoHP and EDPs 

make good use of highly qualified local staff of EDP agencies to facilitate dialogue. 

 

4.16 How are accountabilities defined and measured?  MoHP – and GoN more broadly 

speaking – is very keen to improve the tracking of mutual accountability.  However, there is 

a lack of clarity on how GoN and EDPs define mutual accountability.  A number of SWAp-

related documents (IHP+ Compact, NHSP II/GAAP, and others) contain indicators for 

measuring commitments made by GoN and EDPs.  But these indicators have never been 

consolidated or systematically tracked/reported on, despite the emphasis government 

places on mutual accountability. 

 

Predictability, Flow and Effective Use of Aid 

 

4.17 Predictability of aid is seen by most as having improved.  There is a positive trend in 

levels of national health budget and in EDP support.  Some EDPs are able to provide 3-5 

year commitments, but others (especially bilateral) can only commit one year at a time 

(although they can provide multi-year estimates).  Most EDPs (but not all) are working 
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with the AWPB process.  EDPs’ recent preparation of the TC/TA matrix and draft JTA/TC 

agreement has the potential to improve substantially the predictability of non-technical 

support.   Ministry of Finance has recently established an Aid Management Platform – a 

new software database that permits the compilation and analysis of all financial 

commitments to all sectors.  It is in its early stages of implementation, but is already 

capable of capturing and reporting on financial commitments to the health sector, all 

sources.  Appendix 2 presents a first, preliminary report of all financial commitments to the 

sector, by source and type of assistance.  It does not cover a particular timeframe, but 

rather shows all active commitments in US dollars.  Table 3 provides a synthesis of this 

data, which shows a very wide range in average project size.  The World Bank, USAID and 

the UK are the three agencies with both the highest shares of financial commitments and 

the highest average project size.  On the other hand, the United Nations has by far the 

greatest share of the total number of projects (more than half), but one of the smallest 

average project sizes.   

 

Table 3:  Overview of Projects and Commitments to the Health Sector, by EDP 
EDP Projects 

 
Financial  

Commitments 
Average 

 Project Size 
(US$ m) # % (US$ m) % 

Asian Development Bank 1 1 1.800 - 1.800 
Australia 3 4 53.913 9 17.971 
Denmark 1 1 0.006 - 0.006 
European Union 8 10 6.657 1 0.832 
GAVI 1 1 14.541 2 14.541 
Germany 5 6 52.561 8 10.512 
GFATM 9 11 71.166 12 7.907 
Japan 3 4 4.548 1 1.516 
Korea 1 1 1.029 - 1.029 
Switzerland 1 1 3.895 1 3.895 
USAID 3 4 140.200 23 46.733 
United Kingdom 2 2 86.132 14 43.066 
United Nations 43 52 42.163 7 0.981 
World Bank 2 2 136.640 22 68.320 
Total 83 100 615.251 100 - 
Source:  Ministry of Finance, Foreign Aid Coordination Division, November 2011 

 

 

4.18 A full MTEF is not yet in place, which undermines predictability.  Some INGO 

support (especially the component financed by private funds) bypasses MoHP because 

INGOs are accountable to Ministry of Social Welfare, even those working in the health 

sector.  Also undermining predictability are EDP planning cycles, which are still not 
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necessarily aligned with GoN planning cycles and are subject to HQ decision-making and 

priorities. 

 

4.19 Flow.  Poolers support and use a single process for overseeing the 

flow/disbursement of funds to various programs and levels of MoHP.  But their fiduciary 

rules are found by MoHP to be cumbersome and risk undermining the flow of funds.  

Pooled funds are not released until the submission of satisfactory financial management 

reports.  Procurement and financial management capacity at the district level is weak.  

Various sources of non-pooled funding use multiple routes for channeling funds to the sub-

national level.  There is delayed funding availability at the local level.  National budget is 

reported to be unavailable the first several months of the fiscal year, some informants 

indicating as many as six months.  Even pooled funding cannot be used at the district level 

until a clearance letter is sent, and this is reported to have delayed implementation of 

district activities. 

 

4.20 Use.  National Health Accounts exercises provide some indication of use of funding, 

but not in sufficient detail.  The Secretary of Health expressed his strong opinion that there 

is a need for finer analysis of how EDP resources are used, especially the extent to which it 

benefits the population.  MoHP reports that 75 percent of the budget is allocated to the 

EHCS (although the definition of the EHCS is unclear and becoming more expansive).  

Effective use of sector resources is limited by restrictions on sub-national authority and 

discretion to manage budgets as they best see fit.  There is little fungibility of the national 

budget across budget lines, or of EDP financing across projects (excepting pooled funds, 

which are combined with GoN budget).  Absorption of resources by MoHP is an issue, but 

so is absorption of resources by DPs.  

 

Analysis of Joint Tasks under the SWAp 

 

4.21 Aid effectiveness efforts essentially fall around three, iterative, key strategic 

management activities that are envisaged to be undertaken jointly by GoN and its national 

and international partners: evidence-based policy dialogue; the allocation of all resources 

available to the sector, in line with national priorities; and the review/monitoring of 

country performance.  The following provides a quick analysis of the facilitating and 

constraining factors for each of these joint activities. 

 

4.22 Evidence-based policy dialogue.  The quality of the dialogue is systematically raised 

as an issue.  Nevertheless, it is noted to be evolving towards a results focus, and most 

successful at the program/technical level.  Technical working groups are reported to be 

productive.  They enjoy strong EDP participation, but suffer from low MoHP participation, 

likely a phenomenon of sparse staffing and staff availability, as well as the reported lack of 
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ownership.  It is largely local staff who represent EDPs in technical working groups.  They 

are well used and highly appreciated both by MoHP and the EDPs.  Dialogue between EDPs 

and MoH is seen to be candid and marked by trust.  But there appears to be a mutual 

misunderstanding between MoHP and EDPs about their respective spheres of policy 

decisions and ability to affect change. 

 

4.23 The EDP Group appears to be very productive in its interactions and appropriately 

focused on strategic coordination and achieving internal coherence in support of NHSP II.  

For example,  EDPs consulted one another and decided to prepare a joint response to 

MoHP’s request for them to suggest areas for inclusion for a new health policy.  Their 

distilled response is likely to have provided more value added and avoided the likely 

scenario of a range of responses, not necessarily coherent or prioritized. 

 

4.24 Resource Allocation.  Supportive of resource allocation are documents and processes 

that are in place to frame this process, notably the AWPB and the MTEF.  Pooled funds 

provide flexibility to MoHP for ensuring that EDP funds finance NHSP II priorities, 

including gap filling.  The AWPB is perceived to fit increasingly around results.   But the 

process and outcome of resource allocation are suboptimal on a number of fronts.  There is 

no costing of a multi-year plan, which would require, among other things, a clearer 

definition of EHCS.   Because of a difficult political/post-conflict environment the AWPB is 

not fully evidence-based.  This year the AWPB was submitted to Ministry of Finance before 

the EDPs had the chance to review it.  In order to serve as a resource allocation document 

the MTEF needs to reflect the full costs of plan implementation and reconcile these with 

available financing.  Annual targets are not discussed which undermine efforts to link 

resources to results.  Districts are not sufficiently linked with the AWPB and JAR processes.  

Bottom-up plans are prepared, but not necessarily honored.  There is no geographic 

mapping of support at a sufficient level of detail to establish who is doing what and what 

gaps in support there are.   

 

4.25 Resource allocation starts with bilateral discussions between MoHP and individual 

EDPs, then meetings with TWGs.  But no one (MoHP Directors/staff or EDPs) appears to get 

the full picture of sector financing/resource allocation.   Choice of districts for financial 

support can be political.  MoHP budgeting (including pooled funding) is based on historical 

budgeting (i.e., same as last year, plus a certain percentage).  EDP non poolers allocate in 

consultation with a specific Division or Program. 

 

4.26 Review/monitoring of sector performance.  The JARs provide the opportunity for 

reviewing sector performance against NHSP II targets and objectives.  The quality of the 

HMIS supports and substantiates this process.  There is little evidence, however, of 

changing course or strategic decision-making following JARs.  There was frustration with 
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the January 2011 JAR preparation because (1) the dates were not finalized until 3 weeks 

prior to the event, undermining EDPs’ ability to bring in key staff/managers from their HQ; 

and (2) it did not culminate in quick action.  The Aide-memoire was very long, and was not 

finalized until six months after the event.  Nevertheless, slow, but gradual improvement of 

the JAR is noted by some.  Presentations and discussions at more recent JARs were found to 

be more aligned with the strategic agenda than were ones at earlier JARs.11  JCMs are not 

held regularly.   

 

4.27 Many noted that there is overlap between the JAR and national annual reviews.  

National reviews are noted to be more productive and strongly owned by national 

participants.  They are conducted in Nepalese and are quite rigorous in their focus and 

enforcement on accountabilities.  Many note the potential for merging the two annual 

reviews to avoid duplication of efforts.    

 

 

Chapter 5.  Findings and Lessons 

 
Findings 

 

5.1 Chapter 2 has noted MoHP’s accomplishments in setting up and rendering 

operational the building blocks of aid effectiveness.  These include: tools for improved 

sector-wide management and coordination; and structures and processes for enhancing 

harmonization and alignment of all assistance to the sector.  Chapter 3 has highlighted 

some of the fruits of these efforts.  Aid effectiveness tools, structures and processes have 

(a) culminated in promising innovative action for enhanced management and utilization of 

non-financial assistance; (b) strengthened various dimensions of health systems, notably 

sector governance and sector monitoring and performance reviews; and (c) contributed to 

improvements in health services through rapid scale-up of proven, effective interventions.   

 

5.2 Against the backdrop of these accomplishments, Chapter 4 points to four challenges 

for addressing “second generation” issues, whose resolution could unleash the potential for 

greater aid effectiveness.   First, most pieces of the strategic sector framework are in place, 

but their quality and coherence are not fully optimal, thus undermining overall sector 

strategic management.  Second, MoHP capacity is both limited and not optimally used.  The 

absence of a plan for capacity development and utilization undermines opportunities for 

more effective utilization of the significant supply of technical assistance and technical 

                                                             
11 The JAR, which took place in January 2012, is reported to have shown improvements, both in 
the quality of its organization and exchanges, and in the focus and timeliness of the Aide-
Memoire. 
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cooperation available to the sector.  Roles and responsibilities across the various levels of 

the health system are not optimally defined in line with their potential comparative 

advantages.  The PPIC, which serves as the hub for aid effectiveness efforts is thinly staffed.   

 

5.3 Third, in practice there are key partners whose participation in aid effectiveness 

efforts is modest, at best.  These include: other sectors relevant to health; NGOs; and some 

EDPs.  Interactions between MoHP and EDPs are good and improving, but there are 

remaining issues about the quality of dialogue and the definition and measurement of 

accountabilities.    Fourth, predictability of aid is seen by most as having improved, but the 

flow of all resources to the operational levels (national and external financing alike) is slow, 

causing delays in implementation.  Effective use of sector resources is not sufficiently 

documented and limited by restrictions on sub-national authority and discretion to manage 

budgets as they best see fit. 

 

Lessons 

 

5.4 A sector-wide approach, whose rationale, objectives, performance indicators, 

and accountabilities are not well understood by all involved parties, is not likely to 

realize its full potential.  There is still confusion among a range of actors and stakeholders 

about what the aid effectiveness agenda is, its purpose and objectives, and how success is 

defined.  Indeed there are actors and stakeholders, who do not know what aid effectiveness 

is at all, including MoHP staff at central, regional and district levels.  This makes it difficult 

to garner the involvement and support of all key parties, not to mention the definition and 

tracking of their accountabilities.  Annex 5 presents some suggestions, already discussed 

during the mission wrap-up meeting with MoHP and EDPs, for the more systematic 

monitoring and measurement of aid effectiveness efforts.  It includes a conceptual 

framework, presenting the underlying logic of aid effectiveness, grounded in GoN’s vision, 

as extracted from various key documents. 

5.5 The allocation of sector resources to the highest priority, highest impact 

interventions articulated in national program documents is unlikely to be realized in 

the absence of a fully-costed, multi-year implementation plan that is reconciled with 

viable forecasts of available resources.  Predictability of sector financing is improving, 

albeit with shortcomings.  NHSP-II provides three scenarios of available financing, but 

these need to be updated and completed.  Ministry of Finance’s new Aid Management 

Platform software can support this effort.  It is only when the full costs of NHSP II are 

known that its affordability can be established, and (in the likely event that financing falls 

short of its costs) priorities and sequencing can be determined. 
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5.6 Capacity issues cannot be resolved by supply-side interventions alone.  A 

nationally-articulated vision and plan for the effective utilization of existing capacity 

and its further strengthening/expansion has the potential to tailor, prioritize and 

manage available technical support for its more effective use and for sustainable 

outcomes.  This might be grounded in assessments of capacity for sector stewardship and 

strategic sector management at all levels of the health system: central, regional and district.  

Such a capacity development plan should be broad in its scope, encompassing: the 

enabling/constraining environment; institutional/organizational issues; tools, systems and 

processes; and skills (levels, mix, and distribution). 

5.7 Aid effectiveness efforts risk being centralist and falling short of their full 

potential, in the absence of the full understanding and involvement of the operational 

levels – both districts and regions.  Nepal’s imminent transition to a federalist system 

provides great potential for decentralizing (or deconcentrating) key functions to regions 

and districts.  With strengthened strategic management capacity and more autonomy in 

evidence-based decision-making and in the use of resources, regions and districts would be 

better placed to improve the flow of resources and the achievement of sector results. 
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Annex 1 

 
List of Persons Met 
 
Ministry of Health and Population, Central Level 
 
Secretariat of Health 
Dr. Praveen Mishra, Secretary 
 
Health Sector Reform Section, Policy, Planning and International Cooperation Division 
Dr. BaburamMarasini, Manager 
 
Monitoring and Evaluation Unit 
Dr. Padam Bahadur Chand 
 
MoHP staff attending Mission debriefing session 
 

Ministry of Health and Population, Dhading District Visit 
 
District Health Officer, District Health Office 
Health Service Managers and Providers in two Health Facilities  
 

Ministry of Finance 
 
Mr. Bhuban Karki, Under Secretary 
Mr. Kailash Raj Pokharel, Under Secretary and Focal Person for NPPR 
Mr. Thakur Prasad Gairhe, Computer Officer, Foreign Aid Coordination Division 
Mr. Julien Chevillard, Facilitator for Aid Management and Coordination, Foreign Aid Coordination 
Division 
 

External Development Partners 
 
AusAID 
Mr. Benjamin Reese, First Secretary, Development Cooperation 
Dr. Natsu Sharma, Public Health Specialist 
Ms. Latika Pradhan 
 
DfID 
Mr. Matt Gordon, Health and HIV/AIDS Adviser, Human Development Team Leader 
Dr. Amit Bhandari 
 
KfW Development Bank 
Mr. Shankar Raj Pandey, Local Representative 
 
UNAIDS 
Dr. Maria-Elena Felix Borromeo, Representative 
 
UNDP 
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Mr. Lok Nath Kandel 
 
UNFPA 
Mr. Ian McFarlane, UNFPA Representative 
 
UNICEF 
Mr. Andreas Knapp, Acting Chief Health Section 
Dr. Asha Pun 
 
USAID 
Ms. Anne Peniston, GHI Field Deputy 
Ms. Sheila Lutjens, Deputy Mission Director 
Mr. Hari Koirala, Senior Nutrition Specialist 
Ms. Linda Kentro, Senior Environmental Health Specialist 
Mr. Han Kang, Deputy Director of Health and Family Planning 
Mr. Deepak Paudel, Program Management Specialist 
Dr. Ann McCauley, Senior Public Health Advisor 
 
WHO 
Dr. Lin Aung, Representative 
Dr. Frank Paulin, Deputy Representative 
 
World Bank 
Dr. Albertus Voetberg, Human Development Team Leader 
 

Technical Assistants to MoHP 
 
DfID-Financed Nepal Health Sector Support Programme (NHSSP) 
Dr. Nancy Gerein, Team Leader 
Mr. Ramchandra Man Singh, Health Systems Governance Adviser 
Dr. Laxmi Raj Pathak, Health Policy and Planning/National Lead 
Ms. Bhuvanari Shrestha 
 
GIZ-Financed Health Sector Support Programme (HSSP) 
Dr. Markus J. Behrend, Program Manager 
Dr. Susanne Grimm 
Ms. Franziska Fuerst 
 

Others 
 
Association of International Non-Government Organizations 
Dr. Ashish KC, Program Manager, Health and Nutrition, Save the Children 
 
COMAT 
Mr. Kapil Dev Ghimire, Chair 
 
UC School of Medicine, San Francisco 
Dr. Judith Justice 
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Annex 2 
 
Towards the More Systematic Monitoring and Measurement of Aid Effectiveness 
 
 There are several striking findings emanating from this analysis that indicate the 
need for a conceptual framework for defining and measuring aid effectiveness efforts.  
First, there is still confusion among a range of actors and stakeholders about what the aid 
effectiveness agenda is, its purpose and objectives, and how success would be defined.  This 
observation was made by respondents in the Ministry of Finance, the Ministry of Health, 
EDPs, INGOs, technical assistants/advisors, and others interviewed.   Indeed, there are said 
to be many actors and stakeholders who do not know what aid effectiveness is at all, 
including staff in MoHP central level, as well as most of those in the regions and districts.  
Second, there is a multiplicity of documents prepared by MoHP, Ministry of Finance, EDPs 
in-country, and international documents, that define and propose to measure aid 
effectiveness in different ways.  This study has already noted (in Chapter2) that various 
performance indicators for aid effectiveness are contained many documents on Nepal’s 
Health Sector SWAp, but these have never been consolidated.  Third, some indicators may 
be misinterpreted or misunderstood.  A case in point is the declining share of EDP financing 
of total health financing (even though the amount of EDP financing is increasing.  EDPs 
consider this to be a positive step towards financial sustainability, whereas MoHP 
considers this to be a step backwards, expecting EDPs to support a certain share of overall 
financing.  Another case in point is the need to clarify and measure mutual accountability 
and the possible differences of opinion on certain factors by different parties.  Fourth, while 
aid effectiveness is a common goal of MoHP and the EDPs, discussions have revealed that 
each party may place emphasis on different dimensions of the aid effectiveness process and 
agenda.  An example of this is MoHP’s strong interest in having basket funding under their 
management, and EDPs’ strong interest in having a seat at the table for sector-wide policy 
dialogue and sector-wide resource allocations.   Fifth, many discussions raised questions 
about whether the hypothesis of aid effectiveness leading to better sector outcomes is 
valid, and expressed the need for a framework – or a program logic – to facilitate the 
testing of this hypothesis. 
 
 This study proposes some general orientations that might constitute the building 
blocks of a conceptual framework for defining and measuring aid effectiveness in Nepal’s 
health sector and for establishing a link between aid effectiveness and sector results.  The 
conceptual framework is presented below, as Figure 1.    The framework distinguishes 
between two types of outcomes expected from aid effectiveness efforts:  (1) the 
achievement of the capacity and efficiency gains anticipated from the aid effectiveness (or 
SWAp) efforts, themselves, in terms of improved sector coordination, better harmonization 
and alignment of development assistance, and enhanced sector stewardship; and (2) the 
achievement of national sector program and health system strengthening objectives, as 
articulated in NHSP-II.  The framework also posits four factors that affect the ability of a 
SWAp to contribute to better sector outcomes: (1) the quality and relevance of the sector 
strategic framework; (2) the strength of country capacity and incentives and their effective 
use; (3) the quality and functionality of the partnerships; and (4) the predictability, flow 
and use of all sector resources. 



31 
 

 
 Versions of this framework were developed and refined through empirical work 
assessing other health SWAps.12  It was drawn on as a resource for undertaking this study.  
The bottom part of the conceptual framework presented below (on sector objectives, 
outcomes and impacts) has been adapted to reflect the objectives and impacts of the NHSP-
II.  But none of these reasons justify – individually or collectively – why Nepal’s MoHP 
should adopt it.   
 
 In order to assess the relevance of the top (aid effectiveness) panel of the conceptual 
framework to Nepal’s health sector SWAp, key documents framing and defining Nepal’s 
Health SWAp were reviewed to assess the extent to which they reflect the components and 
general indicators in the framework.   Appendix 1 cites text from four documents13 and 
shows that indeed there is a strong coherence between these documents and the 
framework.  In other words, the framework does appear to capture the vision, as expressed 
in these documents, but in a way that might make more explicit the aid effectiveness 
objectives and underlying logic.   
 
 The middle part of the framework  -- the four critical factors that are pivotal to the 
success of a SWAp – was derived from empirical evidence (see Footnote 11).  Annex … 
provides guidance for analysis of each factor.  Over and above empirical evidence, this 
guidance also distills best practice from IHP+ documents, especially the JANS guidelines.  
  

                                                             
12 Do Health Sector-Wide Approaches Achieve Results? Lessons from Six Countries (2009) 
developed this framework, which was subsequently refined and adapted for assessment of 
health SWAps in Cambodia, and the South Pacific. 
13 (1) 2004 Statement of Intent to Guide the Partnership for Health Sector Development in 
Nepal; (2) February 2009 Nepal Health Development Partnership (National IHP Compact); (3) 
August 2010 Joint Financing Agreement NHSP2; and (4) Nepal Health Sector Programme-II. 
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 Figure 1: Conceptual Framework: Linking Nepal’s Aid Effectiveness Efforts to Health Sector 
Results 

Anticipated Benefits of Aid Effectiveness Efforts: Country Leadership, Capacity and Efficiency 
Objectives 
Establishment of Better Tools for 
Sector Coordination 

Greater Harmonization & 
Alignment of Development 
Assistance 

Enhanced Sector 
Stewardship  

.   A comprehensive medium-term program of 
work  grounded in national policy/strategy 
.   Medium-term projections of all resource 
availability and holistic expenditure plans 
.   Partnership structures and processes for 
negotiating issues, allocating resources, and 
reviewing sector performance 
.   A plan for moving toward  common 
implementation arrangements and the 
strengthening of national systems/capacity 

.   A country-led partnership involving 
international DPs and national actors and 
stakeholders, within which strategic and 
management issues are negotiated, sector 
resources are allocated, and sector 
performance is reviewed 
.   The use of common management and 
implementation arrangements consistent 
with government-wide reforms 
.   Reduced transaction costs 

.   The efficient use of 
domestic and external 
sector resources in support 
of nationally-defined 
policies, strategies and 
priorities 
.   Greater focus on results 
.   Ability to define and track 
accountabilities for sector 
performance and results 

The Link between the Approach and Better Sector Outcomes 

 
Nepal’s Health Sector Objectives (as reflected in NHSP II) 
Systems Strengthening/Reform Services Outputs Outcomes and Impacts* 
NHSP-II Specific Objective #3: 
Improve health systems to achieve 
universal coverage of essential health care 
services 
 
NHSSP-II Governance and Accountability 
Action Plan: 
 Sector governance/enabling 

environment 
 Stakeholder involvement 
 Implementation/institutional capacity 
 Financial management 
 Procurement 
 Management of emergencies, crises, 

conflict situations 
 Social equity, access and inclusion 

NHSP-II Specific Objective 
#1:   
Increase access to and 
utilization of quality 
essential health care 
services 
 
NHSP Specific Objective 
#2:   
Reduce cultural and 
economic barriers to 
accessing health care 
services and harmful 
cultural practices in 
partnership with non-state 
actors 

.   Maternal mortality rate 

.   Total fertility rate 

.   Adolescent fertility rate 

.   Contraceptive prevalence  
rate 
.   Under 5 mortality rate 
.   Infant mortality rate 
.   % underweight children 
.   HIV prevalence (15-49 yrs) 
.   TB case detection & success 
rates 
.   Malaria annual parasite 
incidence per 1000 
*A function of sector 
performance and other factors. 
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Annex 3 
Guidance for Assessing SWAp Success Factors: 

Checklists, Guidelines, Good Practices 
 

This Annex presents checklists and descriptions of good practices under a SWAp mode, one set for 
each of the four critical SWAp success factors.  These checklists were compiled from a review of 
SWAp literature undertaken in 2008, and updated on numerous occasions to take into account new 
information generated since, notably: the results of IEG’s six-country SWAp review; the latest 
literature and guidance produced by IHP+ working groups; and, reviews of other health SWAps.  
 
Annex 3, Box 1:  Characteristics of a Good Medium-Term Program of Work/Sector Strategic 
Framework 

 Strategic relevance: coherence with macro-economic, multi-sectoral and health policy, 
and with economic development and poverty reduction objectives 

 Relevance of objectives and design 
 Rigorous appraisal from technical, economic, financial, institutional, political, equity, 

and social (or demand-side) perspectives; strength of its evidence-base; and cost-
effectiveness 

 Adequate reflection of issues, challenges, needs, perspectives, and priorities of front-line 
services and decentralized/deconcentrated entities and other key actors and 
stakeholders, implying a participatory process 

 Clear results orientation and accountabilities: coherent results chain linked with 
development objectives, appropriate indicators, established baselines and targets, 
specificity about equity issues and goals and how they will be measured, an M&E 
strategy and plan, and mechanisms for tracking accountabilities  

 Sound assessment of political and other risks and a plan for their mitigation 
 Implementability: fit with available capacity and financing; clearly stated priorities and 

appropriate, strategic sequencing of actions (from political, technical and capacity 
perspectives 

 Plan to strengthen implementation capacity, based on capacity assessments that would 
embrace a holistic and synergistic approach to capacity building, including a 
results-based detailing of all essential inputs together: technical assistance, 
training, performance monitoring, pedagogical supervision, systems strengthening, 
etc. 

 Viable estimates of implementation costs,* medium-term projections of resource 
availability, a medium-term expenditure framework and annual budget that are 
reflective of sector priorities.   

Source:  Author, drawing on: Cassels 1997; IHP’s Guidance Note on Country Compacts; Paris Declaration 2005; 
Accra Agenda for Action; World Bank/OPCS, Vaillancourt, 2009, among others. 
*  International Health Partnership Compact guidelines recommend the costing of three scenarios: needs-based, 
results-based, and resources-based. 

 
 
 
 
 
 
 
 
 



34 
 

Annex 3, Box 2:  Checklist for Strengthening Country Capacities, Systems and Incentives 
Capacity Building Areas:* 
 Policy-making, strategic planning, programming, budgeting, allocation of resources 
 Procurement 
 Disbursements and financial management 
 Expenditure efficiency/tracking and analysis of sector expenditures 
 Monitoring and evaluation 
 Use of data for decision-making 
Capacity Building Activities: 
 Assessment of systems, capacity, incentives: 

o In the broader context of national public sector systems, capacity, incentives 
o Against minimum standards for use 
o Ensuring coherence and synergies of the management systems within the 

sector, and with other relevant government agencies 
 Development of a holistic design/plan for strengthening systems, capacity, incentives, 

weaving together all essential capacity building inputs: technical assistance, training, 
performance monitoring, performance incentives, pedagogical supervision, systems 
strengthening, contracting out of non-technical functions, etc. 

 Implementation of the design/plan, using a phased approach 
 Focus on peripheral-level, as well as central-level capacities, systems and incentives. 
Source:  Author, drawing on various sources including: Cassels, 1997; IHP’s Guidance Note on Country Compacts; 
Paris Declaration, 2005; Accra Agenda for Action, 2008; World Bank/OPCS, Vaillancourt 2009, among others. 
*  Essential capacities listed here are limited to capacities for SWAps/management.  They do not include 
capacities for service delivery, which is a sector-specific issue dealt with inside of the medium-term PoW. 
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Annex 3, Box 3:  Components of a Good Partnership under a SWAp 
Who is in the partnership? 
National actors and stakeholders: 
 Government (central, regional, peripheral levels, Parliament) 

o Sector Ministry 
o Cross-cutting ministries: Finance, Civil Service, Local Government, etc. 
o Other relevant sectors: Social Development, Nutrition, etc. 

 Non-governmental 
o For-profit and not-for-profit service providers 
o Other civil society organizations 

All external development partners, no matter the modality of their support 
 Bilateral, multilateral 
 Regional 
 
To do what?                                                                                To what end? 
 Negotiate evidence-based policy/strategy   ===>   Coherent, coordinated sector  policy 
 Allocate resources to sector priorities     ===>        Rational/equitable resource allocation 
 Review/evaluate sector performance/outcomes ===>     Greater focus on results 
How do they interact? 
 Government in a leadership position, with adequate capacity and stability to fulfill its 

role 
 DPs in a supportive position, with clearly defined roles, responsibilities, accountabilities 

and capacities 
 Dialogue and decisions based on the generation of evidence, rather than conditionality 
 Mutual accountability of all partners for results, based on performance benchmarks for 

each partner (or group of partners) 
 Clear guidance and mechanisms for managing and resolving disputes; and a level 

playing field, among DPs 
 Coordination/collaboration around one national health plan, one M&E framework, one 

review process. 
Source: Author, drawing on various sources, including: Cassels 1997; IHP Guidance Note on  Country Compacts; 
Paris Declaration 2005; Accra Agenda for Action 2008; World Bank/OPCS; Vaillancourt, 2009. 
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Annex 3, Box 4:  Factors Facilitating Predictability, Flow of Funds and Budget Execution and 
Use 
Predictability of Overall Sector Funding 
Generic factors: 
 A phased budget based on PoW cost scenarios that identify the financing gap – MTEF 
 Inclusion of the non-governmental sector in cost and resource envelope estimates 
 Specification of the total and annual financial commitments for the sector of the 

government and all other financiers 
 A sufficiently strong budget and planning process, aligned with the country’s budget 

cycle 
Factors specific to domestic/government financing: 
 Stable macroeconomic conditions 
 Firm government commitments to increase domestic budget allocations to the sector at 

the outset of the PoW 
Factors specific to external financing: 
 Firm commitment of DPs’ funding (amount, modality and timing) at the outset of the 

PoW 
 Agreed disbursement schedule linked to the PoW and national plan, and aid flows 

reported in national budgets 
 Annual releases of funding in line with commitments at the time of the annual budgeting 

exercise 
 Alignment of donor planning cycles, among themselves and with country planning and 

budgeting cycles 
 Commitment to predictable medium-term and long-term financing 
 Responsiveness to financing gaps identified in budget scenarios and the MTEF 
 Availability of resources in the timeframes described in the country health strategy and 

budget 
 Timely information on annual DP commitments and disbursements for monitoring 

accountabilities 
 
Flow of Funds to Implementing Entities 
 Timely disbursements to districts and implementing agencies in the amounts 

committed and budgeted 
 Simplified disbursement and financial management reporting and adequate capacity to 

implement it 
 Systematic measurement of capacity to manage and coordinate aid flows 
 
Budget Execution and Use 
 Systematic measurement of budget execution rate to monitor implementing entities’ 

absorptive capacities 
 Systematic measurement of the use of funds against national and local priorities 
 Link expenditures to results achieved 
Source:  Author, drawing on various sources, including: Cassels 1997; IHP’s Guidance Note, “Development of a 
Country Compact;” Paris Declaration, 2005; Accra Agenda for Action, 2008; World Bank/OPCS, Vaillancourt, 2009. 
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Annex 4 
 

Powerpoint Presentation for Wrap-Up Meeting with MoHP and EDPs, November 11, 2011 

Documenting Progress in 
Aid Effectiveness in Nepal

Preliminary Findings

Discussion with MoHP and EDPs

Ministry of Health and Population
Friday, November 11, 2011

Commissioned by WHO for IHP

1

 

Review Questions

1.  To what extent have aid effectiveness principles 
been put into practice?

2.  Has this contributed to better results?
• More effective aid?
• Strengthened health systems?
• Improvements in health services?

3.  What was critical in achieving these results?  What 
were the barriers and how have they been overcome?

2

 
 

 



38 
 

Organization of Presentation

• Methodology

• Preliminary answers to Questions 1-3

• Suggestions for more systematic 
measurement of aid effectiveness

• Discussion/feedback

3

 
 

Methodology

• Document review

• Interviews with key actors/ stakeholders

• Field visits

4
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Q1: Implementation of Aid Effectiveness

Tools, processes for sector coordination in 
place:
•NHSP2, Results Framework
•MTEF projections of available resources
•AWPB process
•Partnership commitments (2004 
Statement of Intent, 2009 Nepal Health 
Development Partnership, 2010 Joint 
Financing Agreement)

5

 

Question 1 (continued)

Structures/processes for harmonization &  
alignment in place:
•Harmonized procedures for pooled funds
•Evolving use of some country systems 
(planning, budgeting, M&E)
•EDP Group, Technical Working Groups 
•Joint activities (SWAp):

• policy dialogue (meetings and reviews)
• resource allocation (AWPB process)
• review of sector performance (JAR)

1
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Question 2.  Results

More effective aid?

•Matrix of “supply” of TA/TC

•Draft Joint TA/TC Agreement

Strengthened health systems?

•Governance (learning by doing)/GAAP

•Joint effort to strengthen/utilize M&E system

Improved service delivery?

•Rapid scale-up of AAMA
8
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Q3: Facilitating/Constraining Factors

Four factors analyzed:

•Quality/relevance of the strategic sector 
framework

•Capacity for sector management/stewardship 
(level of capacity and its effective use)

•Quality/functionality of partnerships

•Predictability, flow and effective use of aid

9

 
 

Quality and Relevance of Strategic Sector Framework

Facilitating Factors Constraining Factors

•NHSP2: strongly owned, 
evidence-based strategic 
framework, targets, indicators 
for GoN & partners

• Insufficient attention to NCDs
• Prioritization, sequencing within and across 

four major programs not fully articulated  

•MTEF: projection of all 
financing sources

• Does not yet incorporate full costs of 
implementing NHSP2 (no costed 5-year plan)

• Is not yet used as an instrument for further 
prioritization/resource allocation

•AWPB: an instrument and 
process used by MoHP and for 
annual planning and budgeting

• Driven by available financing (vs. priorities)
• Does not capture all financing sources
• Utilization varies among EDPs and INGOs
• Content and timeliness left open to political 

elements

10
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Capacity  for Sector Management / Stewardship

Facilitating Factors Constraining Factors

•Existing capacity for routine tasks
Eg: planning, budgeting, M&E
• Some good leadership across sector
•Opportunity for pro-activity in 
advocating for health vis-à-vis MoF

• Capacity uneven, lacks depth
• DP “demands” exceed capacity
• High transaction costs managing 

DPs/SWAp
• 20+ year old organizational structure
• Difficult political environment

District- and operational-level capacity
Regional level attempting to improve 
coordination 
Move towards a federal form of 
governance

Absence of elected officials at the local 
level
Role of the regions
Move towards a federal form of 
governance

Availability of TA/TC:
•Matrix of TA/TC
•Capacity development units (NHSSP, 
HSSP)
•Draft Joint TC/TA Agreement

• Capacity building units: Challenge of 
achieving right equilibrium of capacity 
strengthening and capacity substitution

• Absence of “demand-side” vision for the 
effective use of this “supply”

• Lots of in-service training/ 
supervision

Uncoordinated training causes significant 
absenteeism 11
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Predictability, Flow and Use of Resources

Facilitating Factors Constraining Factors

Predictability
• Positive trend in levels of national health 
budget and EDP support
•Some EDPs able to provide 3-5 year 
commitments
•Most EDPs working with AWPB process 
•EDPs’ TC/TA matrix and draft JTA/TC 
agreement

Predictability
•Inability of many bilateral EDPs to make 
multi-year commitments
•Full MTEF not yet in place  
•INGO support bypasses MoHP  
•DP  planning cycles and HQ D-making

Flow
•Poolers behind single process  
•Some non-poolers’s support is reflected 
on budget  

Flow
•Poolers’ fiduciary rules cumbersome and 
risk undermining flow
•Multiple routes to sub-national level
•Delayed funding availability at local level    

Use
•70% budget to EHCS
•NHA exercises

Use
•Limited sub-national authority and 
discretion to manage budgets as they best 
see fit

13

 
 

Analysis of Joint Tasks Under the SWAp

Facilitating Factors Constraining Factors

Policy Dialogue
•TWGs 
•JAR, quarterly meetings
•Availability of evidence
•EDPs’ efforts at internal 
coherence

• Quality
• Post conflict/political instability
• Low MoHP participation in TWGs, strong EDP 

participation
• Irregularity of quarterly meetings 
• Need to reconcile JAR and internal review process
• MoH/DPs’ mutual misunderstanding about sphere 

of policy decisions and ability to effect change

Resource Allocation:
•AWPB/MTEF
•Pooled funds providing 
flexibility/gap filling

• Earmarked DP funding driving resource allocation
• MTEF: needs full costs & financing of NHSP2 
• Need to improve knowledge of “supply” and 

“demand”

Review/monitoring of 
country performance
•JAR, HIS, monitoring 
•MoHP internal review 
process

• Little evidence of changing course, strategic 
decision-making following reviews

14
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Analytic Framework: Linking SWAP to NHSP2 Results

Nepal’s Aid Effectiveness Logframe

Tools, processes for sector coordination
Harmonization and alignment
Enhanced Sector Stewardship

Critical Success Factors

Quality and relevance of sector strategic framework
Strength of country capacity and incentives

Quality and functionality of the partnerships
Predictability, flow and use of assistance

Health Systems Strengthening/Reform

Health Service Delivery
Health Care Financing

Human Resources for Health
Health Information Systems

Governance

Health Outputs, Outcomes and Impacts

Equitable access, coverage, utilization
Service quality

Awareness, knowledge, behaviors
Maternal health

Neonatal health, Child health

15

 


