
 

 

A study commissioned by the Ministry of Federal Affairs and Local Development has revealed 
that there is a gap between Development Plans of Local bodies and budget allocations. While 
social inclusion, environmental management, gender and disaster risk reduction considerations 
are included in Development Plans, this commitment hasn’t resulted in sufficient budget 
allocations. This policy brief examines environment related expenditures of local governments, 
gaps between policies and budget allocations and proposes possible policy responses.  

Are local governments allocating enough 
budget to Sustainable Development?
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Introduction
In April 2013, the Ministry of Federal Af-
fairs and Local Development conducted a 
review of the level of inclusion of environ-
ment, sanitation, social inclusion, gender 
equity and disaster risk reduction in local 
development planning procedures. The 
desk review looked at published annual 
development plans and budgets of 15 Dis-
trict Development Committees (DDC) and 
5 Municipalities representing various eco-
logical and development regions of Nepal 
over three fiscal years . 

Key messages 
 • Environmental management, 

gender and social inclusion are 
recognized in local development 
plans but receive limited budget 
allocation. These budgets should 
increase to be in line with the 
recognition they receive in most 
local development plans.  

 • Establishing a budget code/mark-
er is necessary to track effective-
ly environment, climate change 
and disaster expenditures and 
guide future spending.  

 • Capacity of DDC and Municipal-
ities staff needs to be enhanced 
for long term integrated planning

 • The Ministry of Federal Affairs 
and Local Development should 
provide local bodies with timely 
oversight and feedback  
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agriculture. Both agriculture and forestry related spending 
are in principle related to environment and climate change 
but it is not clear whether the programs are specifically 
designed/targeted to address environment and climate 
change issues. Overall there is confusion between the term 
environment, climate change and disasters among local lev-
el functionaries. 

Policy recommendations 
• Budgets allocated to pro-poor environmental man-
agement, including gender equity and social inclu-
sion should increase. Budgets allocated should be in line 
with the recognition they receive in most local develop-
ment plans.    

• The MoFALD should provide local bodies with time-
ly oversight and feedback. Local bodies should be pro-
vided with feedback on compliance with Acts, Laws, Regu-
lations, Norms, Guidelines and Directives through periodic 
monitoring visits and onsite interaction meetings.

• The capacity of DDC and Municipalities staff should 
be enhanced to prioritize activities, define long-term 
plans and understand integrated planning. Local staff 
should be provided with trainings on environmental man-
agement, climate change adaptation and mitigation and di-
sasters management. This needs to be complemented with 
the provision of tools and techniques to plan sustainably 
and be able to deal with disasters or climate change.  

• Environmental management and climate change 
adaptation and mitigation should become regular 
programmes of DDC’s and Municipalities. The Mo-
FALD should include this provision in their upcoming policy 
directives to local bodies.

• Promote the participation of local communities 
and vulnerable groups to define development plans 
and pro-poor environmental management activities.
The involvement of social mobilizers and local actors are key 
to the success of these processes.

• Establishing a budget code/marker is necessary to 
track effectively environment, climate change and 
disasters expenditures. Establishing a reliable baseline 
would allow to guide future budget allocations.

• Evaluate the impact of current public policies. Evalu-
ating the impact of public policies related to pro-poor envi-
ronmental management should guide future public invest-
ments.  

For further information contact PEI Nepal:  
MoFALD, Environment Management Section:
env@mofald.gov.np 
UNDP-UNEP: vijaya.singh@undp.org, 
paul.steele@undp.org, mika.korkeakoski@unep.org

Some key points about 
Nepal’s Local Govern-
ment framework 

• Nepal’s local government’s sys-
tem consists of 75 Districts, 3,915 
Village Development Committees 
and 58 municipalities. 

• There has been no local election 
for over a decade and local deci-
sion-making is undertaken by the 
District Development Committee 
(DDC), Village Development Com-
mittee (VDC) and Municipality. 

• A VDC (made up of 9 wards) for-
mulates a Village Development 
Plan (VDC Annual Plan) which is 
reviewed and approved by the 
VDC council.

• The approved Village Develop-
ment Plan is channelled through 
the Elaka (cluster of villages or sub 
district) to the respective via sub-
ject committee to DDC. The DDC 
formulates a District Development 
Plan (DDC Annual Plan) which is 
approved by the DDC Council, rep-
resented by party representatives, 
civil society organizations, line 
agencies, private sectors and DDC 
officials. 

• A new directive on Integrated 
Planning was introduced as a re-
sult of 1999 Local Self Governance 
Act. The Local Self Governance Act 
brought positive changes in terms 
of VDC’s access to budget resourc-
es and transparency in planning 
and decision-making process. 

• The DDC is expected to prepare 
plan formulation guidelines for 
VDCs and organize a pre-planning 
workshop at DDC level. 

• Minimum Conditions and Per-
formance Measures and public 
hearings at VDC level have proved 
to be effective incentive measures 
to enhance local accountability 
and performance in planning and 
budgeting. However the concept 
of true integrated planning still 
needs to be understood and prac-
ticed at the DDC, Municipality and 
VDC level.

Main findings 
• Development plans of selected DDCs and Mu-
nicipalities reveal that most of them include 
environmental management (EM), gender eq-
uity and social inclusion (GESI), sanitation, di-
saster risk reduction (DRR) and climate change 
considerations, but that these receive limited 
budgets. Although the majority of local bodies have 
included programmes related to these fields in their 
annual development plans, so far only an average of 
8% of the budgets is allocated to implement them. 
Specifically, 95% include EM activities,  90% include 
sanitation activities, 80% include GESI activities, 75% 
include DRR activities and 35% have Local Adaptation 
Plans of Action. Moreover, there is no consistency in 
policies, programmes and budgets related to these 
fields across the country. Although the country has 
given a high priority to gender and social inclusion, 
only 1% of the annual budget of local bodies is allo-
cated to these areas. 

• Overall the compliance to policies is not sat-
isfactory while formulating and allocating bud-
gets. Central bodies envisage all of the districts will 
address the problems as indicated by the Acts, Laws, 
Regulations, Norms, Guidelines and Directives, and 
timely circulars from MoFALD, other line ministries 
and the National Planning Commission (NPC) but in 
practice all of the districts have difficulties to comply 
to these. The underlying causes of non-compliance 
were found to be lack of awareness, capacity and 
motivation.

• Planning and budgeting in environmental 
management and disasters risk reduction fol-
lows more of a reactive pattern than forward 
looking strategic allocation of budgets. For 
example, heavy rainfall followed by flood in Terai 
in 2009 may have triggered local bodies’ allocating 
more budgets for disaster risk management in 2010.
The concept of true integrated planning still needs to 
be understood and practiced at the DDC, Municipal-
ity and VDC level.

• The programs and budgets did not follow any 
geographic or periodic trends. The needs and 
programs of each district are different. Some of the 
selected local bodies gave more importance to disas-
ter management and others for watershed manage-
ment. Overall, disaster related activities receive the 
biggest budget allocations (mainly in west and far 
west regions). 

• Environment, climate change and disaster 
related expenditure is hard to track. The review 
experienced difficulties in isolating programmes and 
budget for the environment, climate change and di-
saster management. Many of the districts have com-
bined environment with forestry while others with 

The Poverty-Environment Initiative (PEI)
PEI is a UN led initiative to mainstream pov-
erty and the environment into development 
plans, programmes and budgets.     

PEI’s Policy Briefs series present information, anal-
ysis and key policy recommendations on important 
development and environment topics. This and 
other PEI Policy Briefs are available from 
www.unpei.org


