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Executive summary 

This Political Economy Analysis (PEA) aims to provide an understanding and analysis of 

political and economic constraints and opportunities for change, leading to recommendations for 

operational recommendations on programme adjustment and risk management as part of MM’s 

Purnima strategy. It provides a broad overview of the federalisation process and reconstruction 

including:  

● Mapping key stakeholders (including roles, responsibilities, interests and incentives) 

● Identifying relevant aspects of legislation and policy 

● Assessing the informal ‘rules of the game’; and  

● Conflict Sensitivity risks 

Given the macro political transition and federalisation ‘project’ that is taking place in Nepal, 

coupled with the breadth of Purnima intended outputs, there is a unique window of opportunity 

for DFID and Mott MacDonald to catalyse, support and maximise broader positive change in the 

development and reconstruction sectors at the local government level.   

The Federalisation process and new local government system at the Provincial, Gaunpalika and 

Nagarpalika levels emerges from a unitary system where power has been dominated by the 

central bureaucracy and direct party influence at both central and district levels.  The shift to 

increased control and decision-making at local government level, increases the possibility of 

greater accountability and transparency in governance systems, and allocation of resources to 

meet the development needs of the people. This is because elected officials now have 

considerably more power and oversight over processes, still working with the bureaucracy, but 

with ultimately greater direct accountability to the people.   

The Construction and Reconstruction sectors in turn have been characterised by a domination 

of informal ‘rules of the game’. They operate fundamentally on personal relationships, patronage 

systems - be they party political, kin, or other relational dimensions - deep collusion between 

different actors, and at its worst, criminalized by ‘mafia’ type behaviours, coupled with 

ubiquitous, all pervasive distortion of fair practices in the award of contracts, and involvement in 

all the various parts of the supply chain.  Many politicians have businesses interests or 

involvement in the sector and many political campaigns are underwritten through money raised 

in the sector. 

It is very hard to shift such normative and all pervasive behaviours in any environment, however 

a combination of; high expectations of improved development from the public, increased political 

will (and incentives) to deliver outcomes for the people from the elected local officials, and the 

broad disruption of current systems as everyone transitions to new ways of working, provides 

the best chance for influencing old behaviours and closing ‘loopholes’ to create more positive 

change.  It would be naïve however, to expect that any such change will not be resisted by 

entrenched attitudes, ongoing ‘drivers’ and incentives to maintain the status quo, and a 

continuing process of ‘readjustment’ as stakeholders adjust to the new reality and attempt to 

continue to benefit in the new context. 

The national policy environment affecting the sector is broad-ranging but needs to be revised 

and updated for the new local government at municipal as well as the provincial level and this 

presents an opportunity to inform and develop improved policy (and practice) in conjunction with 

like-minded stakeholders.  
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Summary of Key PEA Findings 

Central PEA Objectives Key Findings 

Understand the dynamics and 

incentives of the government, 

institutions, private sector, 

associations and other market 

players (the ‘drivers of change’) 

which influence the community 

construction and reconstruction 

sector. 

Potential positive drivers of change 

• The transition to a Federal government structure provides new opportunities for changed ways of 
working.  Elected officials are potentially more accountable to the people at Palika level and have 
strong incentives to deliver change and improved development to the people. 

• There is a shift in power and decision-making from the bureaucracy and civil service to elected 
officials at Palika level and with the introduction of Assemblies and new positions more people are 
involved in critical decision-making processes reducing the opaqueness of decision-making and 
increasing transparency. 

• The possibility for greater inclusive development planning aligned with the needs of the people with 
government closer to the people and resource distribution more closely to specific areas  

• As new systems are put in place there are opportunities to improve practices and systemic change 
at the Palika level 

Positive or Negative 

• Uncertainty over the distribution of powers and resources between levels of government and how 
the Provincial level government will exert itself at local level is unclear 

• Possible increased pressure on Palikas and Provinces to raise revenues, may pressure existing 
economic systems and may impact on their viability or way that parts of the supply chain operate   

• Existing structural social norms that underpinned the conflict; e.g. hierarchical patronage systems 
within institutions and the ruling elites, all pervasive political party culture infusing institutions, 
decision-making processes and access to power, as well as deep societal Inequalities expressed 
through caste, ethnicity and gender may lose some traction in the new government system or some 
aspects may express themselves more acutely at the Palika level  

Potential negative drivers of change 

• The political arena is deeply interlinked with the construction sector and those currently benefiting 
with access to resources have high incentives to adjust and re-establish systems to their benefit. 

• The construction sector is governed by informal ‘rules of the game’ at all levels (e.g. relational and 
patronage systems, corruption, circumvention of rule of law, etc.) and some actors will seek to 
continue these norms.  

• Increased resources in the budget, low capacities and initial reduced human resources, may drive 
poor practices and failure to manage development well.  

Understand who are the main 

‘winners’ and ‘losers’, and in 

particular how the poor can 

benefit from interventions 

supporting reconstruction. 

• District Level government loses its position in the hierarchy in terms of power and influence except 
in the security sector and a coordination function. Government personnel at this level face great 
uncertainty in where they will be posted. 

• The position and implications from the formation of Provincial government are as yet, unclear.  It is 
likely that this will be the weakest tier of government with greater power residing at the central and 
local levels.  These changes though will affect human resources within the bureaucracy as they are 
deployed elsewhere. 

• There may be winners and losers in the contractor section of the supply/value chain as patterns, 
size of contracts and development projects change.  This may advantage or disadvantage different 
types of contractor.   

• The broader overall growth in the construction and reconstruction is generally to the advantage of 
all actors at this stage (although with potential negative environmental impacts).   

• The creation of winners or losers may also depend on the model of construction development that is 
chosen.  However, mitigation measures are largely dependent on investment in good inclusive 
processes and application of conflict sensitive principles.  Issues such as land disputes, elite 
capture of resources or power, exclusion and marginalisation occur if there is bad management and 
lack of care in the application of CS principles resulting in potential increased intra-community 
tensions and exacerbation of existing societal flaws.  This is an area where Mott MacDonald will 
need to invest some care and oversight over partners to ensure that mistakes are not made. 

• The selection of projects within Gaunpalikas and Nagarpalikas and across them as well is also a 
potential source to create disparities.  While allocation of development funds and development 
projects (through government) have not subjected to unfair practices, it is likely that resource 
distribution and opportunities will be scrutinised closely by the public as the local government 
establishes itself in order to gauge their performance.  This increases the risks of error but also 
provides an opportunity to assist local government institute good policy and practices, 

At the macro-level, there is little danger that Purnima activities focusing on support through the 

five output areas will create grievous conflict. However, the application of poor development 

practice always has the potential to contribute to underlying structural issues in Nepal by 

influencing the long-term perceptions of stakeholders around exclusion and marginalisation or 

continued unfair benefit to elites. This type of harm may not be manifested in shorter time 

horizons. Identification of specific local level risks will need to be further carefully considered at 

Gaunpalika and Nagarpalika level. 
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The table above outlines the key findings from the PEA informing the strategic 

recommendations for MM to consider below in supporting the government at the Municipal level.  

● Adopt a Systems Approach for the Programme to take advantage of the Transition:  

Using the platform of NPERP applied through a ‘systems strengthening’ approach the 

programme should design and leverage activities and approaches applied within each output 

area in a more intentional and integrated manner that not only achieves outcomes within 

their own domains but also influences broader positive change in the wider social and 

political economy. 

● Invest in Deeper Local Level PEA: Given the prevailing risks and opportunities with the 

transition, it is unclear the extent to which old patronage systems will adjust and continue in 

the new context. It is important to invest in local level understanding of the political system 

and its interactions, particularly with the constructions sector, to better manage potential 

collusion and other risks, as well as avoid inadvertently enabling the re-establishment of poor 

practices.   

● Increased Flexibility in Programme Mechanisms: To achieve optimum success and 

ensure the programme is able to support both demand and supply side governance 

dimensions of both construction work and Challenge Fund LNOB initiatives simultaneously, 

Purnima may require additional windows or funding mechanisms such as a small grants 

window for civil society participation or initiatives. Similarly, mechanisms to fund additional 

direct programme costs such as arranging multi-stakeholder forums, cross-sectoral policy 

scrutiny or formulation, etc.  This type will help maximise opportunities for greater inclusivity 

and participatory approaches in the programme’ sectoral interventions as well as inculcating 

accountability processes at local government 

● Utilise a Mixed Construction Development Models Methodology: Given the risk analysis 

associated with the different construction development models MM should adopt a mixed 

methodology approach that enables the right model to be used in the most appropriate 

context to maximise its effectiveness.  In addition, there are opportunities to pilot different 

procurement models that may circumvent some of the entrenched inadequacies of the 

current system when coupled with capacity enhancement.   

● Innovation Grant mechanism: This rare transition opportunity should be exploited and 

under the small grants mechanism it would be valuable to include possibilities to explore 

innovation in tackling some of the intractable issues associated with change in Nepal – in the 

construction sector as well as, the business development outcome and Challenge Fund.  

Such a mechanism would provide the opportunity to solicit or explore new or different 

approaches that otherwise may not be able to access funding.   

● Adopt a greater ‘Hands-on’ management style to increase programme Effectiveness 

versus Efficiency:  Given the increased risks as well as the opportunities in transition MM 

should adopt a more ‘hands-on’ management style to increase programme effectiveness and 

maximise social change.   This requires greater management and emphasis on flexibility, 

and responsive to the uncertain evolution of the context at both the provincial as well as the 

Palika level being mindful of potential new or enhanced conflict sensitivities. 

● Intentional Learning: The transition also provides a unique opportunity to design and 

embed an interesting learning initiative focused on tracking, understanding and adapting the 

programme to the evolving political economy while simultaneously seeking to influence it 

positively.  This could yield important insights into the best way to operate in political 

transitions to support stability, broader social change as well as achieve programme 

objectives.  The adaptive learning benefits of such a reflective process would also then 

feedback into increased programme effectiveness and the potential development of best 

practices. 
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1 Background and Methodology 

1.1 Objectives of the Political Economic Analysis (PEA) 

This PEA assignment provides an understanding and analysis of the political and economic 

constraints and opportunities for change, leading to a set of specific recommendations that can 

inform the achievement of Mott MacDonald’s (MM) delivery objectives and outputs for the Nepal 

Post-Earthquake Reconstruction Programme (Purnima).  

The 5 output areas 

1. Support and provide capacity building to Government at central, district and local level in 

detailed year-wise reconstruction planning. 

2. Direct physical reconstruction, including subcontracting and supervision of agreed 

earthquake reconstruction interventions, e.g. reconstruction of water supply, foot trails, roads 

and public buildings. 

3. Analysis of, and interventions to address, constraints to the private sector, including supply 

of labour, materials and transport in the construction sector. 

4. Designing and managing a Challenge Fund to leave no-one behind in the reconstruction 

effort and promote transformational change for women and girls. 

5. An evaluation and learning component.  

The objectives of the PEA are to:  

● Make an initial assessment of the political economy and the prevailing policy environment 

and legislative framework that affect the rural infrastructure and construction sector in Nepal 

and specifically in the four districts, with reference to the reconstruction planning process at 

district and national level.  

● Understand how future government federalism plans may affect the system and potentially 

create losers amongst poor people; 

● Understand the dynamics and incentives (the drivers of change) of the government, 

institutions, civil society, business sector and other stakeholders that can support the 

projects and contribute to a more effective construction sector.  

● Consider the capability of these actors and drivers for change.   

● Understand how the formal and informal policy arenas and ways of doing business shape 

success or failure in reconstruction. 

● Understand how interests and incentives can be combined to create levers of change that 

provide opportunities for MM interventions, or when these interests may resist change such 

that an intervention is unlikely to be feasible;  

● Understand the current “winners” and “losers” in this arena, and implications for 

Purnima. 

1.2 Approach to the PEA Objectives 

This study takes place during the inception period of the project while approaches and 

strategies are under development to address the achievement of the project outputs. As a 

result, the report focuses more on the political and social dimensions than the economic, so as 

to contribute most constructively and practically to these project strategies.  The approach to the 

task, given that the construction sector is very broad, ranging from mega-development projects 

such as national hydropower dam-type constructions down to individual private housing 

renovation, has been to focus on the dynamics most likely to affect the project and in particular 
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likely to influence reconstruction of community level infrastructure.  Defining this focus is 

important as the segment of the construction sector chosen influences who and what is in the 

supply or value chains that needs to be considered and analysed, as well as the political 

stakeholders and formal legal and policy frameworks regulating that segment.  

The key broad political, social and economic themes that currently interact and inform the sector 

providing the enabling environment within which the project is situated, and which therefore 

need to be understood, consist of: 

● The rules of the game’operating within the reconstruction/construction sector itself 

● Federalism and the changing government structures and legislation, and policy arena  

● The development and assistance sector paradigms and ways of doing business and 

● The broader social fabric informing normative behaviours of people 

DFID suggests an approach to PEA that looks at the ‘the interaction of political and economic 

processes in a society, the distribution of power and wealth between different groups and 

individuals, and the processes that create, sustain and transform these relationships over time’1.   

In addition to considering these traditional PEA aspects, a conflict sensitive lens has also been 

applied to ensure that Mott MacDonald’s efforts ‘Do No Harm’.  As a result of the lack of hard 

data (see limitations section) and the normative characteristics of the sector, this PEA is 

necessarily ‘broad-brush’, a work in progress, and can be considered a preliminary snapshot of 

the situation. As an initial foundation it will need to be supplemented by further detailed work 

exploring specific aspects deserving deeper analysis – particularly those directly associated with 

project pilots. 

1.3 Research methodologies 

The research focused on two main methodologies for data collection to inform the analysis: 

● Desk Research: Covering both academic and grey2 literature on the construction and 

reconstruction sector, the policy and legislative environment, particularly concerning power, 

politics, ways of doing business and current government practice and models of 

development; and 

● Key Informant Interviews (KIIs): To understand political economy on the ground and how it 

influences behaviours, practices and norms for different stakeholders, semi-structured 

interviews were undertaken with key informants representing different interests, stakeholders 

and institutions. Purposive sampling and snowballing procedures were used to identify 

informants with insight into sensitive aspects. 

Main Stakeholder groups consulted included representatives from (see Annex 1 for details): 

● Private sector including market players (i.e. contractors, retailers, business people, 

suppliers). 

● Government of the Federal Republic of Nepal (Federal, District and palika levels). 

● Senior members of major political parties. 

● Civil Society Organisations (CSOs) and Non-Government Organisations (NGOs); and 

● Donors and External Specialists. 

● Journalists. 

The final field locations visited covered Dhading, Gorkha and Nuwakot Districts. 

 
1 DFID, 2009. Political Economic Analysis How to Note, A DFID Practice Paper 

2 Grey Literature is that literature usually produced by NGOs or policy institutes that comes from reliable sources based on sound 
research but is not an academic peer-reviewed publications source such as a journal. 
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1.4 Limitations 

Given the broad nature of the analysis and timing of the in-country visits there were inevitably a 

number of limitations affecting the collection and quality of primary data obtained and therefore 

potentially the findings of this report:  

● Sensitivity of topics: The nature of the discussions was often sensitive, particularly on 

informal business practices and the costs of doing business. While mitigating this challenge 

through informing the respondent of the confidential and anonymous nature of the interview, 

in many cases this meant that data comprised useful insights and directions for further 

research into the challenges of doing business in  reconstruction, rather than definitive 

information; 

● Accurate Data:  It is extremely hard to obtain accurate data regarding the construction 

sector in Nepal.  Government data sources do not reference the construction sector and it is 

very unclear the extent to which industry sources are accurate. Nor is the data easily 

available in the public arena.  This makes any statistical information dubious and as a result 

this report has largely had to rely on respondent perceptions and understanding of the 

situation.  That being said, the narrative portrayed has been extremely consistent across all 

stakeholders  

● Variable Depth of Sampling: The relative depth of interactions with different primary 

stakeholders has varied. Given the proximity of the two elections to the fieldwork timing, it 

was also difficult obtaining appointments with senior government staff and party stakeholders 

who were busy, being involved in the political processes. This means the depth of sampling 

has inevitably been a little inconsistent and findings are better seen as a ‘snapshot’ of the 

situation3.    

● Geographical coverage of field visits: The team visited three of the four districts covered 

by the project but did not have time to visit Rasuwa on this occasion, nor did the team go 

down to the community level to discuss issues directly with the community4,  except for a 

couple of occasions to meet with user committee members.   

● Halo bias: There is a known tendency among respondents to alter their responses to 

approximate what they perceive as the social norm and minimise socially undesirable 

answers. The extent to which respondents are prepared to reveal their true opinions, given 

the above-mentioned sensitivities, may vary. The team triangulated key findings wherever 

possible. 

1.5 Structure of the Report 

The intention of the report is to be of practical use to Purnima to maximize its impact and 

mitigate potential risks emerging as a result of the transition and current ways of working.  The 

analysis therefore concentrates on exploring and discussing changes likely to have the most 

influence and implications for the programme.     

The report is divided into five main sections; The first describes and analyses the changes in the 

Nepali political context and implications of federalization, the second the construction sector and 

situation pertaining to key stakeholders. The third section summarises the formal policy and 

legislation enabling environment in tabular form, within which the political and constructions 

sectors operate and considers in particular the important procurement process. The fourth 

 
3 As a result, the analysts have also avoided the practice of quantifying information. When available information is qualitative and 

collected within a complex context, it is easy to fall into the trap of attempting to quantify responses as a perceived way to increase 
rigour and be more ‘scientific’. It is difficult and sometimes misleading though to use quantitative approaches to analyze data that is 
qualitative by nature. Quantifying qualitative responses therefore, may reinforce an overemphasis on the validity of numbers as an 

expression of legitimacy while imposing a reductionist flavour on important narratives. 
4 This is an area worth investing additional time in the future, for two reasons: Firstly, to analyse the two key development models being 

utilised to explore whether there are any key conflict sensitivity issues emerging that require management.  Secondly to understand 
their concerns with the construction and reconstruction sector as well as gaunpalika development processes. 
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section describes and analyses the informal ‘rules of the game’ which reflect the reality of 

participating in the construction sector and its relationship with the government and political 

arena. The fifth section considers how best to manage the risks and conflict sensitivity dynamics 

inherent in the choices and opportunities for the programme given this PEA. The final section 

summarises a set of recommendations and potential approaches for Mott MacDonald. 
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2 The Political Arena - Federalization 

2.1 Introduction  

This section considers the types of changes that are happening as a result of the federalization 

process and the implications for the Purnima.  Given the breadth of change, the discussion has 

been organised to consider three main types of relevant change: change in power dynamics, 

structures and processes and how these may affect Purnima and therefore management 

approaches that could be adopted by Mott MacDonald and DFID to maximize impact and 

positive supportive change to the federalization project.  

The signing of the Comprehensive Peace Agreement (CPA) in 2006 ended ten years of violent 

conflict (1996-2006) which killed more than 13,000 people, injuring and affecting thousands 

more5.  Since then, Nepal has managed to bring all sides of the conflict into the conventional 

political arena and involve them in a political transition to a secular federal republic.  This has 

been a bumpy road with both notable successes, such as the demobilization and integration of 

the Maoist Liberation Army (MLA) into the national army and the creation of a truth and 

reconciliation commission (TRC), and significant occasions of potential derailment, such as the 

closure of the first Constituent Assembly (CA) and violent clashes reflecting the dissatisfaction, 

cultural and political identities and federal aspirations of marginalised groups such as ethnic 

Janjatis, and Madheshi as well as women and minority groups wanting stronger representation 

in the emerging political system.    

In 2015 (April 25) Nepal was struck by the destructive earthquake that killed more than 8,000 

people and injured thousands mainly affecting 14 districts in the eastern and central regions and 

after eight years of political stalemate and conflict the new constitution was promulgated 

(September 20).  While still disputed and challenged by some stakeholders6 (particularly the 

Madheshi and peoples of the Terai) the new constitution provides the foundation for a 

fundamental restructuring of the government and the holding of parliamentary, provincial and 

local elections.  The elections importantly address the long absence of locally elected 

government officials which had been replaced by an appointed all-party committee.  

A historic merger on February 19, 2018 between the CPN-UML and the CPN (Maoist Center), 

two leftist parties in charge of the federal government and six of the seven provinces, has 

brought a drastic change in the landscape of Nepali politics. The 7-point deal on party 

leadership, organization and ideology has transformed the leftist space in the political 

mainstream and brought it face-to-face with Nepali Congress. While a five-year government is 

expected to bring much-needed stability in Nepal's political sphere, it also brings a sharp 

polarization between the democratic and the left forces for many years to come. 

2.2 Changes in Power - Decentralization and Devolution 

Critically the country is in the process of changing from a unitary, linear structure with political 

power expressed mainly in a simple hierarchical vertical manner, to a decentralized federal 

system with devolution of power particularly to the local level, in line with the new constitution - 

see Figure 2.1.  

 
5 For instance, putting aside the long term psychosocial impacts of violence and conflict on peoples’ psyches and behaviours, there are 

also large numbers of ‘disappeared’ still unaccounted for. 

6 There are four major areas of contention within the new constitution: state boundaries, constituency delineation, citizenship and 
proportional representation at all levels of the state mechanism as articulated in Nepal’s Divisive New Constitution: An Existential 
Crisis, International Crisis Group, 2016. https://d2071andvip0wj.cloudfront.net/276-nepal-s-divisive-new-constitution-an-existential-
crisis.pdf. 
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Figure 2.1: The Change in Government Structure  

As a senior party respondent summarised the transition and overall political situation in Nepal: 

“The country is now entering a new phase of political conflict”.  This conflict is likely to be 

reflected in four key arenas: 

● Competition between the emerging levels of government: i.e. the Central, Provincial and 

Local (Gaunpalika and Nagarpalika) government levels and the form of intergovernmental 

relations between them.   The constitution has not been sufficiently clear in defining these 

relations or creating mechanisms to manage issues and disputes as they arise.  

● Resource Conflict: A key aspect of this competition is likely to focus on resources: firstly, 

access and control over budgets and funding at the different levels.  For instance, there have 

already been discussions about whether more than 50% of local revenues should go to the 

federal government, and whether the provincial government needs more than 25% of its 

revenues, as the Constitution does not perceive the provinces to be a strong tier. Secondly 

in conjunction with allocation of government budgets and powers of revenue- raising, a 

further aspect is likely to focus on natural resources and their jurisdiction; for instance use of 
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rivers (e.g. the river Trishuli runs through Dhading, Gorkha and Chitwan which include two 

provinces viz number 3 and 4), royalties and percentages of income from minerals found in 

each Province, or potential indirect issues, e.g. Province 2 has few natural resources of its 

own and so upstream issues such as water that affect them are also likely to be a source of 

future dispute. 

● Constitutional Challenges: As a result of the ambiguities and obscurities in the new 

constitution, such as the concurrent powers at the different levels, there are likely to be legal 

challenges brought to the courts to clarify them.  Even provisions for minor issues like 

precedence of the appointment of Prime Minister vis-a-vis their oath of office as a member of 

parliament, the sequence of elections of the PR seats for the House of Representatives and 

the National Assembly seats, etc.  These minor mistakes in the clauses of the Constitution 

have given rise to constitutional questions. The court system is very overburdened, so there 

are likely to be delays in their resolution and then further challenges to decisions made.  

There are also problems with the functioning of the court likely to affect its decisions. The 

idea of a separate Constitutional Court was rejected and instead there is a Constitutional 

Bench under the Federal Supreme Court to address constitutional conflicts. As there are no 

other provisions for resolving intergovernmental conflicts, this Bench is likely to face the 

whole barrage of constitutional questions. Given that it also comprises non-specialist judges 

who also oversee other ‘normal’ non-constitutional cases, they may be influenced by 

questions of practicality, political manoeuvring and ideological affinities (e.g. some former 

MPs have been appointed as Supreme Court judges).    

● Province no. 2: The political composition of Province 2 parliament has been dominated by 

the Madesh-based parties, and the major national parties including UML, Congress and the 

Maoists have been forced to become the political opposition. Madhesh-based parties 

Sanghiya Samajwadi Forum Nepal (29 seats) and Rastriya Janata Party (25 seats) have 

emerged as co-equal forces in the provincial parliament (107 seats) to form a Madheshi 

government with a comfortable majority.  Because of their past struggles for representation 

and greater cultural autonomy in the form of 3 Madhesh movements (2007, 2008 and 2015-

16) and ongoing resentment over the boundaries of the Provinces, they have been 

advocating for a constitutional amendment to fulfill the demands they had raised in the third 

Madhesh movement which dwindled out after 6 months of blockade at the Indo-Nepal 

border.  As indicators of this ongoing resentment, respondents noted the importance of such 

symbolic political acts as the hanging of the pictures of ‘martyrs’ of the Madhesh movement 

in the provincial parliament hall, and prescribing different costumes for parliamentary clerks 

(traditionally, they wear Daura-Surwal and Gunyo-Choli which are considered to be 

costumes of hill people).  As a result, it is likely that Province No 2 may well advocate for a 

constitutional amendment that better reflects their aspirations.  

Deep Uncertainty: At this stage of the transition, there is still deep uncertainty throughout the 

system.  Provincial powers are yet to be agreed and resources, as noted above, are likely to be 

disputed. In addition, at the Municipal level, there is a lack of clarity surrounding many areas 

underpinning their ability to function properly.  These include how line ministry staff will be 

deployed, and therefore the staffing available, the parameters around revenue-raising and how 

much will need to be submitted to the Province or Centre, and importantly the issues associated 

with concurrent powers.  There are 25 concurrent powers between the federal and provincial 

governments (Schedule 7 of the Constitution) and 15 concurrent powers for the federal, 

provincial and local governments (Schedule 9 of the Constitution). It is not only the interpretation 

of these powers that will have constitutional problems, but they will also have a huge impact on 

how the National Natural Resources and Fiscal Commission will redistribute revenue from the 

federal consolidated fund to the tiers of government, and its recommendations on the 

distribution of the critical equalization grants to provincial and local governments.  These issues 

have huge implications that are ‘hanging’ and will affect functionality and future development 

planning at Gaunpalika level.  Confusion also exists over the parameters and extent of local 
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authority powers and the basic responsibilities of key positions.  One respondent who has 

travelled extensively across the fourteen major, earthquake-affected districts expressed the 

opinion that the Gaunpalikas are ‘paralysed’ at this stage by these uncertainties.  While others 

did not go as far as this in their opinions, the majority did recognise these problems affecting 

basic functionality with most informants considering it will l take more than five years for the 

system to operate ‘properly’. 

Underlying these fundamental changes, it is also not clear how strong existing characteristics 

and the power dynamics of the political field will evolve.  For instance, the:  

● Pervasive Political Party Culture: Traditionally, Nepal’s political arena has been strongly 

characterised by the all-pervasive nature of party politics and its associated culture of 

patronage and accompanying “partyization” of institutions and decision-making processes7.  

Access to power and positions within government are dependent on membership and 

relationship with a political party, and in turn, the party’s ability to influence appointments or 

processes.  The parties are likely to try and continue to control all aspects of the political 

arena at the local level.  While political party power will continue to play a critical role, it is 

unclear the extent to which the centre and Kathmandu centric aspect will prevail against a 

more locally developed set of conditions and relationships that is less reliant on the centre. 

● Hierarchical Patronage Systems: There is also a strong vertical hierarchy both within 

parties as well as the ruling elites8 and the modus operandi is a fairly rigid top-down 

approach to decision-making. Power is heavily invested in the top leadership, with support 

from a small senior (usually male) oligarchy, which may represent various factions, and 

which dominates the central committees or politburos of the parties. The long-lived nature of 

leadership has entrenched this way of working and has implications for how political change 

and decisions are taken.   In the new emerging political structures though, it will be 

interesting to see the extent to which empowerment of the local level government recreates 

a similar fractal model or there is a broader move away from the traditional hierarchies of 

power.  

● Shifting Power and Governance Implications: Three main narratives on what will happen 

and the main changes in governance resulting from the broader transition to Federal 

structures emerged:  

– Shift of Power from the Centre:  The majority of respondents, and overwhelmingly 

those in the districts visited considered that the devolution of power to the Gaunpalika 

and Nagarpalika will create a major shift from the current centralised power and decision-

making approach to a new decentralized manifestation of decision-making and exercise 

of political power. Secondly there will be an associated shift of control from the 

government civil service bureaucracy and technical side of government, to the politicians 

and political dimension of power 

– Reinforcement of Central Power: Some respondents, notably in Kathmandu considered 

that these changes will in fact reinforce centralization.  Their argument was based on the 

fact that there are few discrete unique powers operating at the Provincial level in 

particular.  The majority of governmental powers are concurrent, with more powers 

skewed towards the federal and local governments and therefore they are likely to be 

entrenched towards those ends.  These disputes they argue, are most likely to be won by 

 
7 For the interested reader, examples of texts that mention or consider this issue include: Hoftun, Martin, William Raeper and John 

Whelpton. 1999. People. Politics and Ideology: Democracy and Social Change in Nepal. Kathmandu: Mandala Book Point;  
Hachhethu, Krishna. 2002. Party Building in Nepal: Organization, Leadership and People. Kathmandu: Mandala Book Point; Borre, 
Ole, Suhil R. Pandey and Chitra K. Tiwari. 1994. Nepalese Political Behaviour. New Delhi: Sterling. See also International Crisis 
Group 2010 (40) 

8 Some elements of the patronage systems – the very antithesis of a meritocracy - first originated in the Shah dynasty as chakri (a 

sycophantic custom) later institutionalized by the Ranas. (Shakya, 2012:116). 
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the centre given the highly centralized current power structures, institutional experience 

and cultural centralism. Two indicators are cited to support the argument:  

○ No ‘big political players’ were interested in contesting seats and power at the 

provincial parliament which suggests that the political leadership at the provincial level 

may only remain partially strong.  

○ Secondly that top politicians of major parties and other actors (such as senior 

government civil servants) are very busy undermining devolution efforts e.g. they have 

centralist biases regarding the relative disbursal of national resources for the different 

levels.  

– In other words, the existing political and bureaucratic leadership seems to try its best to 

control the amount of funding as well as legislative freedom at the lower levels of 

government, and therefore their power.   A preliminary sign of the intergovernmental 

relationship has been an embodiment of confusion of responsibilities compounded by 

lack of employees and resources at the province level. The newly elected Chief Minister 

of State Number 2, Mohammad Lalbabu Raut wrote a letter to Prime Minister KP Oli a 

couple of days ago in which he sought support from the federal government over non-

cooperation from top federal bureaucrats and provision of other resources (The 

Himalayan Times, 2018). This example shows that the transition from unitary state 

system to a fully functioning federal state system is bound to face systemic challenges 

and the intergovernmental relations will only come to the formal arena after a minimum 

framework of state laws and local laws are promulgated by the states and local 

governments. 

– Polarization between the Centre and the Local level:  The strength of the Province in 

the equation will probably depend on the ability of the Governor, elected politicians and 

bureaucrats located there as it is likely to become the arena for contestation of power 

against the centre (as noted earlier).  A further possibility therefore with the potential 

relative irrelevance of the Provincial level is a polarizing of power between national and 

local government level.  

Whichever overall scenario dominates, and whatever the parameters of power end up looking 

like at the different levels, the consequences for the political economy at the local government 

level are significant and likely to result in the following changes, according to respondents: 

There will be increased transparency and accountability in political decision-making and 

resource allocation to meet the needs of the people for the following reasons as firstly, decision-

making will now be closer to the public at the local level and therefore more visible (so more 

transparent). Secondly, those making decisions about development will be elected by the 

people and not appointed bureaucrats, therefore they will be more accountable as they won’t be 

re-elected, and thirdly that considerably more people will be involved in the decision-making 

process, rather than a few unaccountable key individuals.  This should mean that the system 

will be more open requiring consensus and deliberative processes for decisions to be made, 

rather than as has happened in the past, powerful individuals (such as the CDO and LDO) 

making these same decisions behind closed doors with unseen process and reasoning.  

There is possibility that there will be an increase in the politicization of all aspects of governance 

and development (particularly resource allocation and the construction sector) due to the shift in 

power and decision-making from civil service bureaucrats to politicians. This may increase the 

power and role of political parties at a local level or it may reduce them, it is unclear at this 

stage.  Importantly though, it is also likely to mean an increase in revenue-seeking behavior by 

local government in the short-term as they seek to raise taxes to implement their programs (and 

so please their constituents).  This is where the national budget allocation will have an influence 

as well as decisions (and so incentives on the extent of the benefit associated with raising 

revenue) on how much income will need to be remitted to the centre.  How revenue will be 

raised will also vary hugely depending on the resource base each Palika has to draw on.  In the 
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long term, there is a danger of regional disparities developing, particularly if the equity grants 

and balances from the centre (through the NRFC) do not sufficiently support poorer areas with a 

low resource base.  

Election Results:  The fairness of decision-making in terms of resource allocation at the 

Gaunpalika level is also likely to depend on factors such as the diversity of parties and 

distribution of power or by the domination of a particular party.  There would appear to be 

greater inherent checks and balances when diverse interests are simultaneously operating that 

can then mitigate any potential bias.  The recent federal election results though (see Table 2.1 

below) have demonstrated a significant overall majority for the left leaning parties with the 

alliance between UML and the Maoists9 overwhelming the Nepali Congress Party.  This might 

suggest that potential bias to party aligned constituents is a more likely danger, but respondents 

also noted that the old habits of collaboration and consensus-seeking across parties (this was 

the most generous expression of their functionality) from the days of the all-party committees 

may well mitigate this concern.  A less generous interpretation of the same modus operandi, is 

that any cross-party collaboration, (i.e. their collusion and past distribution of benefits for all 

involved or their ‘greed and corruption’) might be an insurance mechanism for the next time 

round when the current position holders may no longer be in power.  

Table 2.1: Results of the 2017 election of Federal Parliament  

Political Party Seats in the House of 

Representatives 

(275) 

Seats in the 

National Assembly  

(56 elected + 3 

appointed by Federal 

Council of Ministers) 

National 

Party? 

FPTP 

(165) 

PR 

(110) 

Total 

(275) 

  

 

CPN (UML) 80 41 121 27 Yes 

Nepali Congress 23 40 63 13 Yes 

CPN (Maoist Center) 36 17 53 12 Yes 

Rastriya Janashakti Party 11 6 17 2 Yes 

Sanghiya Samajwadi Forum Nepal 10 6 16 2 Yes 

Rastriya Prajatantra Party 1 0 1 0 No 

Naya Shakti Party Nepal 1 0 1 0 No 

Rastriya Janamorcha 1 0 1 0 No 

Nepal Workers Peasants Party 1 0 1 0 No 

Independent 1 0 1 0 No 

Implications for the Project: Overall the uncertainty at all levels is likely to impact on the 

speed of programme implementation, aside from the activities already firmly within the sphere of 

partner INGOs or the UN. The output areas most affected will be the broader outputs that are 

more directly reliant on interactions with local government such as the technical assistance and 

 
9 There had been an understanding that this would be a full merger of the two parties but recent indications suggest that they will remain 

independent but in an alliance 
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potentially the Challenge Fund.  Conflicts and disputes around the differentiation of powers are 

likely to affect the efficiency and effectiveness of the local government as they lack confidence 

to move forward without certainty.  At this stage the GP/NP have been given circulars with a 

"not-to-do" list on it. Newcomers and inexperienced leaders expressed concern that they might 

even face charges if they did not obey the circulars.  It is likely that this area of confusion and 

uncertainty will be cleared up within the year, but it does mean that the more politically 

experienced leaders are likely to make more progress than the ‘new faces’10.   This also 

suggests that the Nagarpalikas and bigger urban centres are more likely to be less affected than 

more remote, newer governance areas and those with less overall capacity and human 

resources.  A clear consequence of these factors is there will be increased variability in 

progress across the programme geography.  This will also increase challenges associated with 

successful programme management as the application of a common programme ‘model’ will 

require modification, careful tailoring, increased ongoing consultation with palikas as well as 

closer monitoring.  

2.3 Changes in Government Structure  

As with most aspects of the transition, there are many uncertainties around how ministries will 

change and adapt to the new situation, and many important decisions have yet to be made.  For 

instance, the structures of Ministries and Departments at the provincial level are still emerging.  

For instance, when interviewing the Public Procurement Monitoring Office (PPMO) they were 

considering whether or not they might need to open offices at the Provincial Level.  At this stage 

the clearest element or ‘loser’ in the system, is the changing role and structure at the District 

Level where the majority of government structures almost disappear. Security functions under 

the office of the Chief District Officer (CDO) remain and a level of coordination under the District 

Coordination Committee (DCC) to ensure broader development projects are considered and 

coordinated properly.  During the course of this assignment the District Office was in the 

process of closing with only a few days remaining functionality, as per its old role. 

Human Resources: As the government bureaucracy is reconstructed, a large dispersal of 

human resources under each line ministry is occurring in accord with the Employees Adjustment 

Act, 2074 (commonly known as the Civil Servants Adjustment Bill) which parliament has drafted 

in accordance with Article 296 (1) of the Constitution of Nepal. In theory the GPs/NPs are 

following a circular from MoFALD not to hire any staff locally11  until existing civil service 

personnel are deployed.  In some cases, April 11th is the self-set deadline for some district level 

offices and employees to move to the GPs/NPs. After this, if they are understaffed, theoretically, 

each of the palikas can hire their own staff. However, as the GP/NP law cannot override the 

provincial law, they'll have to wait for provincial parliaments to approve the law at this level for 

the establishment of the Provincial Public Service Commission (PPSC). The form of this law and 

how liberal it is in allowing Palikas to hire staff will determine whether or not all Palika 

permanent staff will be ultimately recruited by the PPSC.  Respondents noted that the Ministry 

of Law, Justice and Parliamentary Affairs (MoLJPA) has also drafted 22 template laws so that 

the GP/NP and the provincial parliaments can quickly approve them. It was said that the law for 

establishing the PPSC is one of them.  

Effectively this means that some staff will move up to the centre in Kathmandu, some to the 

province and a large number to the Palika level.  Discussions with current staff in DUDBC 

suggest that others will leave or move overseas, into business or other sectors.  This will 

depend on demographics and personalities, e.g. age, type of person, whether they are risk-

takers, family commitments, etc.  Most people wanted to move upwards to province or the 

 
10 For instance, we spoke with one newly elected nagarpalika mayor who had been involved in politics for decades and he was clear 

about where he would act and in which realms he would wait for greater certainty of his powers. 

11 Some gaunpalikas have obviously found ways around it as we saw this to be the case already in Thakre – which Is not even especially 
isolated - where new staff had recruited some sub-engineers because they knew they were unlikely to obtain the ones they wanted. 
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centre and definitely did not want to move down to local government level for many reasons.  

There are provisions in the Act for older staff to retire at this stage if they do not like the options 

presented to them. Considerable incentives are being provided for this eventuality.  

Federal Ministries: In theory, each federal ministry will also now limit themselves to policy-

making and drafting federal government bills. Their district units will be redistributed among the 

different palikas and managed by the local government (i.e. politically elected leaders) in accord 

with the Local Governance Act 2017, and any future Acts enacted by Municipal or Village 

Assemblies as per the provincial Acts.  Although the relationship between the proposed 15 

central ministries, the 7 ministries at the provincial government, and the local government 

offices which previously used to be the local units of central ministries is not yet clear nor how it 

will evolve.  While the provision of services in the areas like education, health etc. is firmly 

articulated as the responsibility of local government, the extent of ministry responsibility will not 

be clear until the provincial acts are enacted.  

The Reconstruction sector: How these broad changes will affect the National Reconstruction 

Authority (NRA), is also still a little unclear. Currently the NRA role is primarily coordination and 

monitoring of reconstruction activities. NRA staff respondents at the District level suggested 

there will be little change, but they were unsure about changed geographic deployment, and this 

uncertainty was exacerbated as most NRA employees comprise seconded staff from line 

ministries. Since NRA has not been particularly successful in swiftly implementing its 

reconstruction work (its objectives are outlined in the 2015 Act), the future of NRA as an 

institutional model to deal with future post-disaster reconstruction has also been questioned in 

some corners.   The large-scale private housing reconstruction work has also been organised 

around the district level and so with the changes and disruption to district relationships and 

functions, external respondents speculated that the housing reconstruction sector may suffer 

further in its efficiency.  

2.4 Changes in Key Development Processes 

The devolution of power and the expected increase in funds available at the local government 

level to implement development plans, as well as the changing government processes will also 

have an impact on the effectiveness of local government in the next five years. 

Availability of Development Funds at Municipal Level: For this fiscal year, the Ministry of 

Finance's allocated budget to all Municipalities was Rs. 225.05 Billion. This budget was divided 

under four categories for each Municipality: (i) An Unconditional Recurrent Grant, (ii) A 

Conditional Recurrent Grant, (iii) An Unconditional Capital Grant, and (iv) A Conditional Capital 

Grant. However, these were not divided into a development budget and an administrative 

budget. It appears at this stage that the Municipal Assembly has the right to allocate the budget 

for development expenditure both from the funds received from the central government as well 

as funds collected from local taxes. There is some uncertainty and confusion this year about the 

division of funds and their use in this regard, which is likely to be clarified in upcoming years.  As 

four or five VDCs have now been combined into one Municipality, the revenue collected locally 

with be higher than before. Previously, VDCs could not spend the locally collected revenue 

themselves. Now they can, and hence they may be motivated to collect more money, depending 

on how much needs to be remitted to the centre.  The implications of local revenue-raising will 

need to be tracked carefully as poor taxation schemes may have negative impacts on economic 

growth, business practices and other dimensions of local development. Since huge chunk of 

administrative costs will be covered by intergovernmental transfers, palikas will have more 

money for development expenditure. 

Development Planning and Prioritisation: In the past there has been a Federal ‘Red Book’ 

system whereby government development projects prioritised for budget allocations are written 

within this book.  This means that there has been tremendous focus from politicians trying to 
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ensure that their development priorities are recorded in this document.  The sphere of political 

lobbying to insert a pet project into the budget announcement and red book, which used to take 

place at the central Ministry of Finance (as the minister and top bureaucrats wrote the budget 

document) may now shift and continue at the provincial ministry of finance.  It may also possibly 

move further down to the Municipal executive levels if provincial and local laws end up creating 

their own version of the ‘red book’.  At this stage it is unclear the extent to which this system will 

change, but in theory more people at the municipal level should be involved in deciding on the 

development prioritisation process than in the past, since the Municipal Assembly is now the 

local legislature, with at least four members from each ward (including two women) and a Dalit 

or other minority. For the budget to be approved a simple majority vote from the assembly is 

sufficient, and the Constitution12 shows that expenditure from this local budget has to be in 

accordance with local law passed by the Municipal Assembly. This means that the Palika will 

now be able to prioritize their own local projects themselves. But it is during the process of 

collecting potential projects from each ward, up to approval from the village/municipal assembly, 

where the discussions and lobbying by local leaders, provincial MPs, NGOs, CSOs, 

businessmen, contractors etc., will now take place.   

Provincial Level Development: Where there are cross-GP/NP development requirements 

these will go to the Provincial Budget Allocation and it is assumed that cross-provincial 

requirements will go up to the federal budget allocation, but this is not yet certain. Once the full 

budget cycle is completed, i.e. the federal parliament passes the budget on the Nepali date of 

Jestha 15 (~ June 1) as per Article 119(3), the provincial parliament will subsequently pass the 

provincial budget according to Article 207, and then the Municipal Assembly passes their local 

budget in accordance with the Article 230].  At this point the areas of clarification and difficulty 

are likely to emerge. 

Budgeting Process: The responsibility for approving the annual budget for the GP/NP belongs 

to the Municipal Assembly. They're authorised to follow a 7-step budgetary planning process to 

do so (shortened from the previous 14-step process at District Level). Once the budget is 

approved by the Assembly, it is the Municipal Executive (formed in accordance with Art. 215 

and 216 of the Constitution) which makes the decisions on general directives, procurements, 

awards, repeals etc. in accordance with Articles 214 (3) and 214 (4) of the Constitution. 

Informally, the Mayor or the Chair always has upper hand in making these decisions. Some 

strong bureaucrats in the position of CAO will certainly exercise power and influence decisions, 

especially in the cases where the political masters of the mayors and the bureaucrats are the 

same (i.e. they are in the same party or patronage system). 

Authorisation of Spending: In theory the Municipality has now been granted a degree of 

financial autonomy for payments from their own "Local Consolidated Fund" (Art. 229 of the 

Const.), and they are now independent to manage this fund. The actual processes of signing 

cheques and making payments which used to take place previously (which was 2 or 3 

signatories – a combination of politicians & bureaucrats) may now change. If the accounts 

manager is deployed by the provincial government in the long term (and not hired locally), the 

provincial law might say that one of the signatories should be the CAO/Mayor/Account Manager 

or other combinations. There is significant confusion around the arrangements at this stage 

which means that some people have not been paid for a long time. One accounts officer in a 

division office in Gorkha suggested that that the accounts officer may actually remain part of the 

federal civil service even if they are deployed to either Municipalities or to Provincial ministries. 

This person had been told that this would ensure there are limits to prevent reckless spending, 

by keeping three signatories on cheque signing, with a person representing each tier of the 

government.  This is a good example of the potential for the centre in trying to limit and control 

power as well as bring it back to the federal level. 

 
12 Particularly articles 228, 229 and 230 and especially 229 (2). 
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2.5 Implications for the Project  

2.5.1 Government Structure 

There is likely to be great uncertainty and manoeuvring of human resources impacting on the 

departments related to project activities such as DSW and DoLIDAR.  Engineers are waiting to 

see where they will be allocated before making life decisions, but most likely the talented will 

move upwards resulting in uncertain standard and quality of engineers at gaunpalika level.  

These are most likely to be young, less experienced and possibly sub-engineers the further out 

from the old district centres one goes, and the more remote.  This is likely to result in variable 

capacities and gaps in the different palikas, related to how attractive, remote or workable they 

are for those with families.  This could both be a severe constraint to project progress as well as 

an opportunity to train a set of newer, young and possibly positively impressionable engineers 

who are not yet full enculturated in previous poor practices (see informal rules section below).   

However, there may also be a dearth of engineers available, with implications for the model 

which MM chooses in the long term. For instance, if MM continues to work through existing 

NGOs or UN agencies, or experiments in being more proactive as a direct implementer instead 

of relying on sub-grantees to perform all project tasks.  A shift in the model also has implications 

for monitoring of construction quality as well as procurement processes (discussed in more 

detail below).  Thus, for instance MM engineers could take a cadre of contractors through a 

process (all implementing a small piece of infrastructure – see later in the report) and this could 

be independently or in conjunction with government engineers accompanying and also learning 

through the process.    On the one hand this approach may be good to get everyone on the 

same page, but it also may risk creating further opportunities for collusion and ironically 

strengthening informal rules and relations.  Careful monitoring and follow-up in the longer term 

would need to implement to track this aspect.  Or alternatively try both approaches in two 

different GPs as a comparative process to understand the different implications and pros and 

cons for both ways of working. If taking this approach much will depend on the levels of political 

will in the GPs and this should be a criterion for selection. Given the budgets available an 

incentivising matching grant may not be necessary, so much as accompaniment through the 

process to improve technical and management skills of all concerned. 

2.5.2 Changes in Key Development Processes 

There is likely to be more money available for development planning at the local government 

level now – which provides for more opportunities for the project to link and match funds (e.g. 

the Challenge Fund).  There is also likely to be improved equity in development spending and 

distribution across the Municipalities compared to the previous situation with VDCs, as in the 

past, the development budget for VDCs used to depend upon whether the MP from that region 

could lobby the Finance Minister/senior bureaucrats at the Ministry of Finance to allocate 

development budget for that VDC.  This access to power, rewarding those with central 

connections, meant that there was often a huge disparity from VDC to VDC in development 

funding allocation and expenditure. Now that intergovernmental transfers will be determined by 

an independent constitutional body called Natural Resources and Fiscal Commission (yet to be 

formed, may be formed within 2018), there are likely to be higher budgets allocated to 

municipalities for development.  This will also be distributed more equitably.    

This means that Municipalities may need more assistance to plan and budget how to utilise the 

greater amounts of money available to best effect.   It may also have implications for improving 

coordination between government and the NGO sector so that NGOs are complementing 

government spending and there is a greater likelihood that pressing development needs are 

prioritised and covered between the actors.  There are also indications that there may be 

tensions likely to emerge between the civil servants and the politically elected leaders in some 

municipalities as unhappiness around change and the central power dynamics are reflected at 
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this level.  This has implications for MM with respect to the way that the TA under output 1 may 

need to be managed and how they are assigned, for instance assessing levels of political will in 

palika offices, matching personalities appropriately and considering the type of support provided 

(e.g. how support as provided and who benefits).      
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3 The Construction Sector  

3.1 Introduction 

Given the focus of the project and the breadth of the construction sector, this section has 

focused on those stakeholders and portions of the value/supply chain that are relevant to the 

construction of community infrastructure, rather than particular specialist areas such as 

irrigation, large projects, or indeed the housing sector.  Nevertheless, many of the findings are 

also relevant to these facets of the broader sector. 

It is extremely difficult to obtain accurate or useful data for the construction sector.  The 

Government Bureau of Statistics does not disaggregate data to a particularly useful level for this 

analysis.  However, the data available does reflect a broad consistent picture of growth in 

absolute terms but a slight declining trend as reflected in the relative percentage of the 

construction sector making up the national GDP.  For instance, the Ministry of Finance 

Economic Survey (MFES) in 2016/17 suggests the contribution of the secondary sector 

(including construction but also economic activities such as electricity, gas and water) is 

declining as a percentage of national GDP in its overall trend (MFES, p.7). However, the gross 

value added of the sector has increased as a result of the reconstruction work required from the 

2015 earthquake.  The picture is similar for the mining and quarrying sector (MFES, p.9) which 

reflects the sector’s need for rock, sand and gravel.  In the same survey the construction sector 

is estimated to grow by 11.66% in the 2016/17 fiscal year compared to the previous year and 

estimated to remain at 7.18% of GDP (p.10).   The World Bank13  suggests that the overall 

economy continues to grow along with the constructions sector as a significant part of it. 

Figure 3.1: Construction Sector growth 

 

 
13 It is also worth noting that, while it is very old data, in 2009 Nepal was ranked 130th out of 134 ranked countries in terms of its 

investment and development of infrastructure and ranked 114th out of 150 countries in terms of the quality of its infrastructure. (Cited 
in TI report and based on presentation handout given by Joel Turkewitz of the World Bank. Presentation on Construction Sector, 
13/05/2009) 
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Interestingly at the new Palika level, construction works, particularly roads, appear to be a key 

area of growth. Partly due to high demand and one can speculate that other reasons for this 

may be because it is an easy way to absorb and spend the larger amounts of budget that are 

now available at this level and secondly that it is a very visible form of development to 

demonstrate change and impact and because new house design (to be more earthquake 

resilient) also requires imported materials.  In addition, a less generous interpretation could be 

that given the links between politics and the construction sector (see below) this is a rapid way 

to recoup the necessary outgoing expenditure politicians are required to invest in being 

successful in politics.    

3.2 State and Characteristics of Stakeholders in the Construction Sector 

Figure 3.2: Value Chain of the Construction Industry  

source:  Presentation on construction sector in Nepal - Nepal Engineers’ Association (NEA) by General Secretary 
Kishore K. Jha 2015). N.B. this diagram does not reflect the fact that the government is not only a regulator but is also a 
primary procurer of construction services for the public sector and can undertake the construction itself on occasion  

3.2.1 Labour  

The profile of the labour market varies depending on the type of construction. For instance, 

discussions with workers digging sand and sifting gravel in the river bed suggest these tend to 

be family operations or sometimes collective groups of people working together. Here labour is 

not organized to any great extent. Both men and women are involved and there may be the 

prospect of an increasing labour force working in this area since the illegality of mechanical 

excavation has been recently publicized again. Although in fact riverbed mining has been illegal 
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in Nepal since a 1991 cabinet decision14,15 (see footnote 15).   The labour force involved in 

housing construction work tend to be from the Terai and India rather than local.  Contractors 

cited three main reasons for this; they are cheaper than local labour (also noted by ILO (2005)), 

they work much harder and thirdly some mentioned they are more skilled than local labour. 

According to the Nepal Labour Force Survey (NLFS) female participation is significant more 

broadly in the construction sector (15.2% on average).  From field observation though women 

workers tend to work on road construction and rural labour projects rather than urban building 

construction. The same ILO report also noted that on average women receive lower salaries for 

the same work compared to men (like the BBC….) 16.  While there are large Trade Unions in 

Nepal available to support workers, these are party affiliated (illustrating again the pervasive 

nature of political parties throughout the institutional landscape of Nepal)  and the majority of 

workers are reportedly not involved in unions. The labour force for NGO contracted work tends 

to consist of local labourers though, drawn from the communities. 

 

3.2.2 Materials Suppliers - Aggregates, Bricks, and Rock  

Interviews conducted with rock, sand and gravel suppliers as well as freelance workers digging 

independently, suggest that the majority of suppliers found along the sides of the river, are 

medium sized enterprises with annual turnovers between one to ten crores.  Owners may be 

politicians, senior government staff or businessmen (see informal rules of the game).    

Supply Chain and Materials Availability: Is problematic at the moment but over the longer 

period opinions concerning whether sufficient raw materials have been available varied.  Some 

respondents noted that there had been very little planning at the macro level about the need for 

materials and a smooth supply pipeline given the scale of the reconstructions expected and 

needed.  In January there was a sudden surge in demand and extraction resulting from the 

 
14 <https://thehimalayantimes.com/nepal/illegal-river-mining-rampant-dhading/> https://www.thethirdpole.net/2017/03/22/the-defenders-

of-nepals-dying-trishuli-river/ Having said that, there was a huge change from the first field trip undertaken in November 2017 to the 
second field trip in January 2018.  See section below on raw materials. 

15 The 1990 constitution states that women and men should have equal pay and although the new constitution does not specifically say 
about equal pay for men and women. Art. 34(1) says that “every laborer shall have the right to proper work practices” and 34(2) says 
that ‘every laborer shall have the right to appropriate remuneration, facilities and contribution-based social security”. Art. 38(5) says 
that “women shall have the right to special opportunity in the spheres of education, health, employment and social security on the 
basis of positive discrimination”. 

16 For instance the General Federation of Nepalese Trade Unions (GEFONT) affiliated with UML Maoist – CUPPEC, ii.Nepal Trade Union 
Congress Independent (NTUC - I) affiliated with Nepali Congress – CAWUN  iii.All Nepal Federation of Trade Union (ANTUF) 
affiliated with United Maoist. 

https://www.thethirdpole.net/2017/03/22/the-defenders-of-nepals-dying-trishuli-river/
https://www.thethirdpole.net/2017/03/22/the-defenders-of-nepals-dying-trishuli-river/
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January 14th deadline linked to the payment of the second government financial tranche to 

owners of earthquake damaged, private houses being reconstructed. Observations along the 

river Trishuli in November 2017 noted little mechanical gravel extraction (One bulldozer/digger 

was observed), while in January 2018 along the same stretch, there were multiple mechanical 

operations apparently directly linked to the tranche for house reconstruction. This scale of 

extraction is illegal as determined by the decision of the Dhading District Coordination 

Committee (DCC) and the Chief District Officer (CDO), but the ban has been in place more 

broadly since 1991. This impacts on housing quality but also has very real environmental 

impacts.  For example, Sayami & Tamrakar (2007: 90) note that “In 1991, the Bagmati Bridge 

that links Kathmandu with Lalitpur collapsed due to haphazard exploitation of sand from the 

riverbeds. Similarly, the destruction of the bridge at Sankhamul Ghat and exposure of the 

foundations of different bridges in the valley were also caused by riverbed mining. Since 1991, 

the Nepal Government has prohibited it and started authorising licenses to mine sand from 

terrace deposits. Nevertheless, riverbed mining has been ongoing illegally...”17   Additional 

issues at municipality level obtaining permits for quarries on private land impact on the sector 

with procedures being lengthy resulting in regulations being circumvented. The rules over how 

much can be extracted are prescribed on the permits but monitoring is very weak and often not 

practical. So, people extract far more than the legal amounts.  

Quality: There is little serious quality control in the production of different sized gravel, 

aggregates or toppings, be they through rock crushing or hand sifting.   The quality of sand for 

different types of construction may be obtained by mixing sand from different sources; river and 

inland sources. This affects the quality of the concrete produced later and whether it is suitable.   

Brick-making operations were also visited and there is a need to improve the quality of the 

bricks being produced (with an accompanying assessment on the environmental impact), which 

would also impact higher up the construction chain.     

Costs of Doing Business: This type of resource extraction is an area of revenue-raising under 

the control of the Municipality and is explicitly stated in the Local Governance Act.  Stakeholders 

also reported double taxation issues operating at the moment during the transition of 

government structures from the District to Municipality levels. However, taxes in this area are 

likely to increase with the devolution of power.    Stakeholders also reported considerable 

inflation and rising costs of these raw materials with unfair price setting practices previously 

operating at the District level creating difficulties for contractors (see discussion below).  In 

addition to the ‘formal, legitimate’ taxation, informal costs from protection rackets and mafia 

‘dons’, as well as various petty informal transportation costs (e.g. traffic police) and ‘taxes or 

fines’, were also reported across the sector.   

3.2.3 Hardware, Rebar Rods, Timber and Cement Vendors 

Both small vendors and medium-sized wholesalers supplying the construction sector, were 

interviewed and reported no shortages in the supply chain since the earthquake. In case of 

raised demand, the majority of their products come from India and can easily be trucked across 

the border.  Pricing of some materials such as cement is problematic as it has been fixed by the 

District in the past, for six-month periods.  This impacts on profits and losses at the point of sale 

as real market prices fluctuate according to other factors beyond vendor control (e.g. cement 

factories).   One vendor noted that he is only able to make money through commissions paid by 

the factory on the overall quantity of cement sold, rather than at the shop counter.  Huge price 

increases under the current system has impacted on contractors, who experienced heavy 

financial losses, and some were reported to have suicided because of the perilous financial 

situation.  

 
17 Sayami, M & Tamrakar, M.K. (2007). Status of sand mining and quality in northern Kathmandu, Central Nepal. Bulletin of the 

Department of Geology, Tribhuvan University, 10, 89–98. 
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3.2.4 Contractors and Engineers 

There are a large number of private construction contractors operating in the four districts, 

although the categories vary (previously contractors were classified according to categories A, 

B, C and D, which indicated their capacity to implement different size and complexity of project).  

Respondents interviewed included government engineers from DoLIDAR and NRA, private 

contractors, those holding positions in contractor associations as well as experienced NGO and 

UN engineers. Contractors are involved in both the private housing sector as well as larger 

public infrastructure projects.  While owners may undertake the works themselves smaller 

contractors in category D may well be involved. 

Technical Capacity: Opinions on the capacity of contractors varied hugely depending on the 

respondent.  One senior experienced government official was quite pleased with the quality of 

contractor work saying that 50% of contractors do a reasonable job if closely monitored18.  

Contractor Association leaders and NGO Engineers had strongly contrasting opinions to this, 

suggesting that contractor capacity is generally low, although the larger contractors were 

considered to have greater capacity.  The possibility of poor quality construction throughout the 

system is high for a variety of reasons19.   

Contractor Competition:  Competition was reported to be unhealthy among the contractors as 

the most important aspect is simply to win tenders to earn money. To do this they are 

unscrupulous in proposing low prices (see procurement system below).  The system works to 

the disadvantage of the smaller contractor as, in the programme districts, large contractors from 

Kathmandu may bid and then subcontract to the small contractors after skimming off a profit.  

The risk of failure then lies with the small contractors who have little alternative except to go 

along with the system if they are to survive. 

Government Engineers: There are 2 kinds of technical pools involved in enforcing building 

codes and both have common objectives and similar TORs: technicians including engineers 

under the regular DUDBC structure and engineers under NRA.  DUDBC reported their main 

problem as manpower with a high turnover of engineers due to poor incentives such as low 

salaries and a lack of technical equipment for information management systems.  Engineers 

don’t want to work under local elected government politicians due to increased pressure and 

having to handle first-hand client grievances compared to their current jobs. For example, newly 

elected GP/NP representatives want to please their constituencies and so put pressure on 

engineers to approve construction progress even if they have not met technical standards. 

Enforcement of the Nepal Government Building Code is a challenge.  One DUDBC respondent 

noted that they had deployed technicians at the municipality to be managed there but found that 

they were ‘misused’ and required to do other work in addition to their formal roles, so, they 

decided to take back their management themselves. 

Stakeholders considered both contracting and even being a government engineer as a high-risk 

occupation with security issues, particularly in certain areas in the Northern belts where they 

experienced intimidation by gangs and had guns held to them.  They do not work in those areas 

anymore.  There are also various other security issues around protection and bribes needed to 

operate.  DoLIDAR engineers also noted they had experienced intimidation in their monitoring 

work.   

 
18 This seems to be rather a low number to the authors, reflecting low expectations?! 

19 For instance, ranging from system issues (e.g. incomplete design parameters being advertised by government, poor quality materials – 
see informal rules section), external factors such as pricing or contextual issues such as security, to poor technical abilities or lack of 
care from engineers unable to design properly (some not even visiting the site), the lack of necessity to do anything but win the bid, 
etc. 
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3.3 Implications for the project:  

Purnima could consider a sector-wide approach to the construction sector.  The purpose would 

be to focus on four aspects (particularly integrating it at the Gaunpalika system level): 

Process and System Constraints: While it is recognised that there are many issues 

associated with procurement and the associated development models used (revisited later in 

the report), there are also opportunities to work on improving the enabling environment both 

more broadly at Gaunpalika level, as well as within the construction sector. Quality of 

Construction Materials: While a significant driver in the use of poor quality materials in the 

construction sector is cost and the reality of the informal rules of the game, nevertheless quality 

of rocks, bricks, sand and gravel is an area where technical interventions as well as testing 

controls, could improve the overall quality and standards of all materials. Availability of materials 

is harder to manage as little forethought and macro planning was employed when planning the 

national reconstruction approaches, particularly in the quantities required.  Environmental 

impacts are clear along the river.  

Technical Capacity:  Respondents suggested that there are opportunities to improve 

professional standards in the contractor community. However, depending on MM staffing, ways 

of working and expectations it will require some innovative approaches to maximize 

opportunities for change.  The project could also provide trainings to permanent staff of the 

GP/NP. In a range of additional more lateral areas such as increasing their technical skills in 

IT/accounting software/MIS systems/project management, etc. Importantly the social side of all 

actors could be developed further such as in community relationships, negotiation skills, 

grievance handling, and social mobilization techniques etc.  Interestingly bureaucrats 

considered it would be very useful to train elected representatives on the importance of legal 

processes, standards and codes in the construction sector20.  Some GP/NP chairpersons still 

want to operate ‘politically’ and have the ‘old mindset’ while others are open to new ways of 

working.   

Leave No One Behind:  The labour market could provide opportunities to link with the 

Challenge Fund incorporating ‘Leave No One Behind’ (LNOB) to those disadvantaged in the 

construction labour market. For instance it would appear that underage labour is involved in the 

gravel/sand business (the strongest adult young men and women were reported to be mainly 

abroad as migrant workers), but there may be innovative ways to link with the Challenge Fund21.   

For instance, an intervention based on health and safety and improved work practices for the 

workers (like those pioneered under DFID’s support to the artisanal mining sector globally) 

could be supported while access to education for the children, health care and perhaps other 

technical training could be ensured so as to prevent underage minors working in the sector. A 

further initiative could be linked to a Municipal system approach to ensure that policies are more 

inclusive for marginalised sectors of the community and gender sensitive for all aspects – e.g. 

reinforcing practices in some User Committees, but also more broadly across government 

procurement practices.  This may also include access to finance (see MM - Mehnaz and Lloyd, 

(2018) Rapid Market Assessment,  and Peppercorn, (2016)).

 
20 An example was given to illustrate this where one Mayor argues that the government did nothing for 2 years, and people have been 

spending their nights under open skies so how can DUDBC ask for 100% enforcement of perfect codes? The respondent noted that 
he may be politically correct but that’s not the law. 

21 This would require additional research into the labour markets, as well as discussions with ILO to see what initiatives are currently 
underway, to design such an interesting intervention.  See 
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Table 3.1: Summary Stakeholder Overview  

Type of 

player 
Player Role, Status and Issues Incentives and interests for change 

Core Value/Supply Chain Players 

Labour Local 
Workers 

Labour for local works can be difficult to obtain due 
to a shortage.  The shortage is because many 
young workers are in the Middle East or Malaysia 
working on large construction projects out of the 
country.  Important to distinguish between those 
involved in remote community infrastructure. 
Women paid less than men.  

• Increased demand in the construction sector 
affects the labour market in the more remote 
communities (through the NGO contracting model) 
more than urban environments.  Partly as NGOs 
use construction projects to inject resources into 
the local economy and provide jobs for local 
people.  Contractors may or may not use local 
labour depending on cost and pressures from 
local leaders. Local labour may be in short supply 
in less rural environments due to their migration to 
the middle east and other markets. 

• Incentives to ensuring better working conditions 
and improved inclusion.  

• Many workers who were trained were reported to 
have used the training to get jobs in the Middle 
East. 

• Would be interesting to train more women for the 
skilled work force, depending on location and 
impact on local gender dynamics (for instance 
burdening them further, versus empowering and 
providing higher status. 

 

Migrant 
Workers 

Migrant workers appear to come generally from 
the Terai or India. Often recruited by the 
contractors for specific pieces of work, migrant 
workers are said to be cheaper and work harder 
and more skilled compared to local labour.   

• Increase in demand would likely benefit their 
livelihoods  

• No Trade union involvement and it is hard to see 
anyone wanting their involvement 

• Incentives to improve health and safety standards 

Raw 

Materials 

Extraction or 

Harvesting – 

Sand, gravel, 

rocks, 

aggregates 

Small – Mid 
level  

Businesses  

There are multiple actors involved in aggregates 
and their transportation, although there are also 
separate companies who specialise in the 
transport aspect.  There is no shortage of 
materials close to the rivers but the further into the 
hills away from the large valleys, the hard it is to 
obtain materials, which then increases costs 
associated with construction.  

• Increased demand improves their profitability in 
the short-term, but the environmental sustainability 
and lack of applied controls creates risks for them 
in the long term  

• At face value there is little incentive to change 
current practices except in the criminalization 
aspects with the involvement of ‘mafia’ protection 
and intimidation. 

• There are some incentives to learn improved 
management of the resource base and quality of 
the products they are providing depending on 
motivation 

Basic 

Construction 

Materials 

Processors   

  

Cement  There are a number of Cement Manufacturers 
operating in Nepal.  They have their own 
association and claim to be able to meet 80% 
demand without recourse to foreign imports. Price 
control is considered to be a problem from the 
consumer perspective and the practices around 
price fixing at the District Level. There are mixed 
opinions about the availability of cement, with 
some considering it in shortage and others 
consider there to be sufficient. 

• Little incentive for cement manufacturers to 
change any practice of theirs at this stage, except 
in the light of foreign competition (which was 
mooted in 2016 with Chines and Nigerian 
manufacturers coming into the market). 

 

Bricks 

Brick making kilns are visible in Kathmandu Valley 
and along the larger transport valleys.  Quality of 
these bricks is very mixed depending on how well 
and how long they have been fired, but overall 
poor it is poor and inconsistent.  Safety standards 
for workers is very low as well.  

• Incentives for improved quality is likely to depend 
on cost-benefit perspectives of the owners and 
managers of the businesses.  Unless GP policies 
and practices sets standards and abides by them, 
there is little motivation to change unless there is 
considered to be a strong market for higher quality 
bricks.   
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Type of 

player 
Player Role, Status and Issues Incentives and interests for change 

Transport 
support 
workers 

Load, transport, unload construction materials from 
site of production/extraction to site of use. 
Apparently powerful actors in the chain, with 
allegations that some parts of it are linked to 
‘mafia’ style behaviours.  Vendors feel that they 
are at their mercy with respect to the fluctuating 
charges for transporting materials.  However, in 
the next period with potential revenue-raising 
drivers at GP level, local taxes are likely to affect 
this part of the chain.   

• Increase in demand would likely benefit their 
business and livelihoods 

Vendors of 

construction 

Materials and 

Hardware 

Traders and 
Wholesaler
s 

Key actors who sell construction materials e.g. 
cement, hardware, corrugated iron, etc. 

• Increase in demand with a growth in the 
construction sector would benefit their businesses, 
but the current price fixing methodology is an 
issue for them, as it does not reflect market 
fluctuations fairly.   

• Transport costs are also a critical price factor that 
affects costs of construction and use of quality 
materials.  The more remote, the more expensive, 
this affects size of the sector, availability of 
materials and growth in those areas.    

Construction 

Contractors  

 There are a multitude of private contractors across 
Nepal.  The majority are not active, and these 
latter may be either defunct or fronts set up for 
tender purposes to then sub-contract to others.  
Anecdotes from stakeholders suggest that at the 
national level there are ca. dozen very large 
contractor businesses that dominate the whole 
sector, but at the district level the number, size and 
quality of contractor organisations varies 
significantly.  This may partly depend on how close 
they are to Kathmandu.  

• Motivations are mixed, as those who are currently 
benefiting from the system, do not have a strong 
incentive to change.  

• However, all those who were consulted would 
rather that the system was not so corrupt, as this 
impacts on quality of construction, their ability to 
do a professional job and reduces profit levels. 
They have also been victims of unfair practices as 
well.  They made a variety of suggestions for 
improvements in the system that would make it 
both more accountable and would make it more 
‘contractor-friendly’. 

• Some expressed interest in improving professional 
standards of the sector 

Supporting Actors 

Civil Society NGOs There are a multitude of INGOs and national 
NGOs working in the construction and 
reconstruction sector either involved in housing or 
community infrastructure through WASH, 
Education or health. The challenges associated 
with NGO sector are natural reflections of broader 
society.  Thus, party alignment, issues of 
accountability and bias have been raised.  In 
Nepal there are also NGOs working on 
transparency and accountability, taking a 
watchdog role (e.g. TI).  Others have specific 
mandates associated with their constituencies – 
usually marginalised sections of the community 
such as Dalits, Janjatis, and women.  

• Generally civil society is most interested in 
positive improvements in the lives of the poor, 
sustainable livelihoods and social justice (albeit 
occasionally slightly aligned towards their own 
constituents). This means that their core business 
is pro-poor, pro-environment and an improved 
governance environment. As a result, where 
objectives are shared they will collaborate with 
others espousing similar values. 

• While some NGOs are resistant to working with 
private sector, increasingly NGOs are open to 
work positively on common goals, particularly on 
policy or at the community level through direct 
contracting mechanisms.    

• Those NGOs that have a specific watchdog role 
need to retain a certain degree of distance to play 
their role properly.  Given the dominance of 
informal rules of the game, this part of the sector 
needs to be given greater support.  
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Type of 

player 
Player Role, Status and Issues Incentives and interests for change 

Trade 

Associations 

FCAN 
Association  

 

There are a multitude of trade associations for 
every facet of the value chain (e.g. cement, bricks, 
etc.), this analysis concentrated on FCAN – the 
Federal Contractors’ Association of Nepal with 700 
District Chapters nationally.  The association is 
organized by contractor businessmen involved in 
construction. Its role is to represent its members, 
promote the industry and advocate for the interests 
of construction contractors to create opportunities, 
ease bureaucratic processes and generally 
develop the sector. At the national level it has 
12,000 registered members.  As noted in the main 
report, it is very political and well-linked with senior 
government officials 

• Promoting the trade and business in this sector is 
their core business and mission 

• Their attitude and incentives for change will 
depend on the issue at stake and the extent to 
which they perceive it is in their interest. There are 
those who benefit tremendously from the existing 
status quo and   

• However, there may be different philosophies and 
approaches from members within the umbrella 
that may not necessarily align with MM 
approaches  

• There may also be positive or negative 
competition between different companies or 
cliques within the umbrella and unknown politics 
that have yet to emerge 

The 

Government  

DUDBC 

DoLIDAR 

DWSS 

DoA 

DUDBC and DoLIDAR are technical departments 
of MoFALD with DWSS under the MOWS and DoA 
that all oversee rural infrastructure construction 
development.  They are the main regulators for 
construction standards. They provide permission 
for projects and are also the ‘gatekeepers’ for 
monitoring and overseeing the regulations. 

• Given the transition to a federal structure It is not 
yet clear how well their roles will translate to the 
GP and subnational level now (see ref. to staffing 
section) with Nuwakot noting that it has taken 
back management control of its engineers.   

• Government incentives for change in standards 
and ways of working remains to be seen. Current 
practices reward adherence to informal rules and 
there is likely to be resentment at changes aimed 
at this aspect.  Effectiveness may also depend on 
staffing levels, attitudes to changed working 
arrangements (management under elected 
leaders) 

• Government agencies may work for more 
localized recruitment policies and opportunities to 
reflect local needs of the provinces/GPs/NPs. E.G, 
this may allow the local/provincial governments to 
hire local people but also quickly address the need 
of any particular expertise. And an interim 
opportunity of one-step promotion for staffs for 
going to GPs/NPs or provinces could inspire them 
to change due to difference in working 
environment and clients. 

PPMO The main functions of the PPMO under the Office 
of the Prime Minister are to prepare public 
procurement policy and recommend to the 
government ways to implement, improve and 
ensure the proper functioning of the public 
procurement system. They also monitor the public 
procurement law implementation through visits and 
documentation procedures 

• Acknowledged that the current law needs 
adjusting at both National and subnational levels.   

• Incentives to undertake change appear to be 
present at the theoretical level and in terms of 
improving policy but the PPMO is not considered 
to be particularly relevant at the grass-roots level. 
This may change if it decentralises to the 
Provincial level.  

Municipality  The elected positions of Chairperson and Deputy 
at Palika level are new within the government 
system. These two positions will be critical in 
determining the direction and success of local 
government in the next five years.  Much will 
depend on the capacities of the holders of these 
two positions in conjunction with the CAO from the 
bureaucracy. This is an area where there is likely 
to huge variation across palika – particularly the 
rural-urban divide.    

• Incentives for positive change are high to deliver 
on election promises but will vary depending on 
personality and capacity.   

• There are other incentives in action as well that 
may not be manifested so positively. For instance, 
some position-holders may well have expended 
costs associated with their election campaigns 
and need to recoup these costs.  Reportedly 
stakeholders noted there is a risk that some may 
take advantage of their new positions to find ways 
to do so. 

• There is little incentive for those elected officials 
with business interests currently benefitting from 
the construction sector to change any of the 
existing systems and practices that may 
jeopardise this. 
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4 The Formal National Policy and Legislation 

Environment  

4.1 Key Legislation 

Table 4.1 below summarises selected key legislation and their relevance to reconstruction.   The 

purpose is not an exhaustive analysis but rather to help guide readers to relevant legislation should 

they need to refer to it or understand the implications in more detail, in the course of Purnima.  

In addition to the table there is a short overview of three important areas of the broader governance 

system involving – procurement, anti-corruption and grievance mechanisms.  These three areas have 

been chosen and described, as they are facets that have been raised by respondents as being critical 

dimensions for any improved functioning of the local government and reconstruction in the future.  

Table 4.1: Key legislation and their relevance to reconstruction 

Statutory Legislation 

or Policy 

Brief Description 

 

Relevance to Reconstruction 

 

Constitution of Nepal 
(2015) 

The fundamental law of the land. It presents the restructured framework of 
the state and guides the overall 
federalization process. 

Local Governance Act 
2017 

Contains the legal provisions which 
guide the governance and 
operation of all 753 local 
governments.  

The function, duties and rights of the 
rural municipalities and municipalities 
are elaborated in Article 11 which 
includes all local level development 
planning and monitoring as well as 
taxation powers over local construction 
materials. 

Act Relating to 
Reconstruction of the 
Earthquake Affected 
Structures 2015 

Establishes an empowered 
National Reconstruction Authority 
for all aspects of post-earthquake 
reconstruction.  

The reconstruction of all private and 
public infrastructures, resettlement and 
translocation of affected people is led by 
NRA. 

Personnel Integration 
Act 2017 

Contains the provisions to 
redistribute and reintegrate 
government employees into the 
federal, provincial and local 
governments as the 3 tiers of 
governments are created. 

NRA, as a coordinating agency requires 
active involvement of employees from 
local, provincial and federal 
governments for reconstruction 
activities. A swift deployment of 
personnel ensures smooth take-off for 
the provincial and local governments. 

Public Procurement Act 
2007 

Sets out the legal requirements for 
procurements of goods, 
construction works, consultancy 
services and other services by any 
public entities. 

All construction activities that need to 
procure construction materials and 
services need to abide by this Act. 

Public Procurement 
Rules 2007 

Has the detailed rules that regulate 
the process in accordance with the 
Public Procurement Act 2007 

Each and every rule must be followed 
for any procurement activities including 
those for reconstruction. 
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Construction Business 
Act 1999 

Is the primary legislation regulating 
the construction sector and the 
construction contractors 

Every construction activity by both public 
and private entities need to be in 
accordance with the provisions of Act. 

Construction Business 
Rules 2000 

Has the detailed rules in 
accordance with the Construction 
Business Act 1999 

From licensing to qualifications of 
contractors, the Rules provide the 
working framework for construction 
contractors. 

Labour Act 1992 Is comprehensive legislation which 
sets out the requirements, 
qualifications and protections for 
the labour workforce. 

Provisions for the rights, interests, 
facilities and safety of construction 
workers and management employees 
working in construction enterprises need 
to be in accordance with the Labour Act. 

Good Governance 
(Management and 
Operation) Act 2008 

Provides a broad framework to 
establish good governance in 
public administration by instituting 
pro-people, accountable, 
transparent, inclusive and 
participatory governance. 

Ground policies for good governance 
have to be incorporated in dealing with 
reconstruction of private housing or any 
community infrastructure, and 
resettlement and translocation of 
affected population. 

Financial Procedures 
Act 1999 

Provides detailed procedures for 
financial aspects of the procedures 
of public expenditures. 

Covers the matters of operation of the 
consolidated fund and the government 
fund, formulation, sanction and spending 
of budget, maintaining accounts, making 
arrangements for internal control, 
auditing, settlement of irregular amounts 
and recovery and realization of such 
amounts. 

Environment Protection 
Act 1997 

Is comprehensive legislation which 
provides protection to the 
environment through proper use 
and management of natural 
resources for sustainable 
development. 

Specific prescriptions are made to 
protect the environment such as Initial 
Environmental Examination (IEE), 
Environmental Impact Assessment 
(EIA), proper waste management etc. 
which are necessary for any 
environment-friendly reconstruction. 

 

4.2 The Government Procurement System 

In the words of Dr Bipin Adhikari (Chairperson of the Nepal Constitution Foundation at the review 

programme on the Bill of Public Procurement (Amendment) Act, 2063 (2007) in 2012), The Public 

Procurement Act (PPA) of 2063 (2007) was enacted with the intention to:  

● Make the procedures, processes and decisions relating to public procurement much more open, 

transparent, objective and reliable, 

● Obtain the maximum returns of public expenditures in an economical and rational manner by 

promoting competition, fairness, honesty, accountability and reliability in public procurement 

processes  

● Ensure good governance by enhancing the managerial capacity of procurement of public entities 

in procuring, or causing to be procured, construction work and procuring goods, consultancy 

services and other services by such entities, and 
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● Ensure equal opportunity for producers, sellers, suppliers, construction entrepreneurs or service 

providers to participate in public procurement processes without any discrimination22.”  

The PPA 2007, and Rules have prescribed a 2-stage process for bid selection. If the technical 

proposal does not meet the initial first stage technical requirements like capacity, annual turnover, 

manpower, equipment, etc., it is rejected.  If a contractor's technical proposal passes this first stage 

considering its capacity and experience, then the Bill of Quantities (BOQ) and pricing quotations are 

considered.   According to the Public Procurement Monitoring Office (PPMO) the act and rules were 

originally designed with the support of the World Bank and are considered ‘global best practice’ as 

they are supposed to prevent and limit unfair, poor behaviours and practices from emerging.  At the 

District level there are also now e-bid tender processes in operation, as well as paper submission 

processes in place in the urban centres.    According to recent amendments in the Rules, incentives 

and penalties have been introduced to encourage greater efficiency.  For instance, there’s now a 

provision for a 10% bonus if the contractor finishes the project under 6 months. Equally, there are 

penalties and fines for delays in project completion. As a safeguard to prevent unrealistically low bids 

being offered simply to win the tender, if the contractor bids more than 15% below the estimated 

original price, it has to provide bank guarantees to cover the price gap. The Public Procurement 

Monitoring Office <http://ppmo.gov.np/home>headed by the secretary of the Office of The Prime 

Minister and Council of Ministers is responsible for the procurement laws and monitoring of the laws.  

Putting aside the informal practices that are all pervasive around public procurement, all stakeholders 

suggested that there are ways to improve the procurement system to make it fairer.  These 

suggestions are outlined in Chapter 6. 

4.3 Anti -Corruption mechanisms 

Corruption is a serious problem in Nepal as it has become entrenched at the top political and 

bureaucratic levels down to the local level (DFID, 2013:1). Nepal's rankings in the Transparency 

International Corruption Perception Index (CPI) in the year 2016 was 131 out of 176 making it one of 

the corrupt countries in the world23.  Such a high predictability of corruption creates a vicious cycle 

and causes additional corruption. Furthermore, when businesspeople are confident that paying a 

bribe will produce a desired result, there is little motivation to seek alternatives (Beets, 2005)24.  

Purnima has to operate in this context and so needs to consider carefully its approach to improving 

the situation.  

The key government bodies directly related to combating corruption, including the Commission for the 

Investigation of Abuse of Authority (CIAA) mandated under the 2015 constitution and the National 

Vigilance Centre (mainly undertaking prevention work) as well as the Office of the Auditor General. 

There are also a number of, legal frameworks and policies in place to address corruption, with over a 

large number of relevant laws, including United Nations Convention Against Corruption (UNCAC) 

ratified by Parliament in 2011, and the CIAA National Anti-Corruption Strategy for 2014-2019. There is 

some overlap of roles between these different bodies but even though the most recent Global Integrity 

analysis is outdated (2009)25  they consider the legal framework to be strong while the actual 

implementation of it is considered to be ‘very weak’. In other words, there is a clear dysjunct between 

the ‘reality and the rhetoric’ on corruption.  In the field stakeholders considered the CIAA was not 

effective due to the long lack of leadership suggesting political interference, and as it only ‘chases the 

very little fish’.  There is a flaw in the system as well because respondents informed us that civil 

servants rarely bring anything to the attention of the CIAA as if they do actually investigate an issue a 

public servant risks their career.  If they have been involved in any investigation, whatever their level 

of innocence, then they may not be eligible for promotion. 

 
22 http://bipinadhikari.com.np/Archives/Speeches/20120103_procurement_bill_NCF.php 

23 https://www.transparency.org/news/feature/corruption_perceptions_index_2016 

24 Beets, D.  (2005).  Understanding the demand- side issues of international corruption. Journal of Business Ethics, 57(1), 65-81. 

25 https://www.globalintegrity.org/research/reports/global-integrity-report/global-integrity-report-2009/gir-scorecard-2009-nepal/ 
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Other key agencies working to check various forms of corruption are National Investigation 

Department (under Ministry of Home Affairs), Department of Revenue Investigation (under Ministry of 

Finance), and Department of Money Laundering Investigation (under Ministry of Finance). In 

February, 2018, the federal government has approved a new Government of Nepal Allocation of 

Business Rules, 2018. Under the new Rules, the National Investigation Department, Department of 

Revenue Investigation and Department of Money Laundering Investigation, have all been brought 

under the Office of the Prime Minister and Council of Ministers. The rationale behind these crucial 

changes have been that these agencies have not been able to perform well in the past, and Prime 

Minister KP Sharma Oli seeks to supervise their work himself. There could be two implications of 

these changes: One, these three agencies might be highly encouraged to investigate security-related, 

revenue-related and money laundering related corruption under the direct supervision and access to 

the Prime Minister as it will cut the space for manoeuvring. Second, these agencies might even be 

more defunct as the Prime Minister might use them to the protection and benefit of his government 

and party easily.  

4.4 Grievance Mechanisms 

The construction sector is also rife with disputes.  These are between many parties; the contractors 

and the government (for instance issues concern payment, issues over compensation and disputed 

land, as well as a variety of ongoing issues re delivery failures and quality), and the contractors and 

private clients.  There is a provision under PPA/PPR to redress grievances of contractors by allowing 

them to lodge complaints with Public Procurement Regulation (PPMO) although they tend to use the 

CIAA, NVC or CDO (TI, 2013) Political interference, partiality and corruption in the courts, arbitration 

and the awarding, management and delivery of government contracts is pervasive and well known. 

(GAN Integrity, 2016, p.2 and Mansfield, 2018).  In addition, the resolution of commercial disputes can 

drag on for years (US ICS 2016) and companies do not hold much faith in the system. Overall, 

companies do not hold much faith in the ability of the courts to challenge government regulations or to 

settle disputes (World Economic Forum, Global Competitiveness Report, 2015-2016).  Grievance and 

dispute resolution is an area where MM could link with the DFID funded EPI programme looking at 

commercial law and justice. 
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5 The Informal Rules of the Game  

5.1 Introduction 

This section considers the reality of doing business in or with reconstruction.  It should be noted that, 

while specific information described below is anecdotal and may not be completely accurate, it is 

provided to illustrate the types of practice and vulnerabilities for the project. The most important 

aspect to note is that all stakeholders26 were consistent in their portrayal of this landscape.  In other 

words, the overall features are ubiquitous and all pervasive.  However, as one senior, well-placed 

stakeholder noted “While it is impossible not to acknowledge the corruption in the sector, it is very 

difficult to uncover formal evidence as the paper trail will be completely ‘clean’.” 

Dominated by Informal ‘rules of the game’: Stakeholders unanimously considered that the sector is 

conducted in highly unfair and unethical ways.  Or to put it in a different way, the rules of the 

construction game are ‘highly informal’.  The system operates fundamentally on personal 

relationships, patronage systems, be they party political, kin, or other relational dimensions, deep 

collusion between different actors, and at its worst deeply criminalized by ‘mafia’ type behaviours, 

coupled with ubiquitous, all pervasive bribery in the award of contracts, and involvement in all the 

various parts of the supply chain.  Stakeholders considered this is the way the system works at all 

levels of the system from the national, district, municipal, and below to the ward level.    

5.2 Politics and the Construction Sector 

Politics and construction are very interlinked at all levels (again national to palika level) in some form.  

It is a self-strengthening system as those in the sector have the funds to become politicians, which 

takes resources to gain entry and be appointed or elected, and once a politician there are 

opportunities that enable them to maintain their positions as accountability, controls and transparency 

are not strong.   The linkages have been voiced in the media as well.  For instance in 2017, the 

Federation of Contractors’ Association, Nepal (FCAN) was reported, by Rudra Pangeni of the Centre 

for Investigative Journalism, to say that around 35 contractors have entered the ‘electoral fray’27  and 

recently a well-known minister involved in sand and gravel extraction along the river, was reported as 

being very vocal around trying to prevent the new government environmental controls imposed that 

limit his business operations and benefits.  In Nuwakot, the contractors’ association reported that 31 

members of their association had won a position at the local elections. Four GP chairs are now 

contractors, with approximately ten to twelve being Ward chairs and others are GP members. At the 

local level we also met newly elected GP chairpersons in Dhading with businesses in the construction 

sector as well as contractors with deep political linkages.  Even if a contractor is not involved in 

politics himself nor has a relative involved, they nevertheless admitted to providing generous funds to 

political parties – often across the board to hedge their bets - and ensure they were not excluded later 

if they had ‘backed the wrong horse’.   While it is not suggested that the whole supply chain is 

politically linked, nevertheless the team encountered many linkages that suggest how common it is, 

including contractors and hardware and aggregate vendors.  

5.3 The Government System 

Respondents described how the government procurement system is potentially distorted from the get 

go.  The process starts with resource allocation, and decisions on which development projects will be 

implemented decided through the ‘red book system’, noted earlier, which has meant that lobbying and 

 
26 In fact, there was not a single interviewee that did not acknowledge the fundamental truth and basis of these issues and they all provided 

examples that confirmed the overall landscape.  The only aspect that changed from person to person was the degree to which they were 
explicit or not and in the depth of their descriptions. 

27 The article can be found at cijnepal.org.np/contractors-party-candidates-money-power-trumps-people-power/.  The article also notes that 
“Twenty-two contractors had won parliamentary seats in the last constituent assembly. With the increase in number of people’s 
representatives in provincial assemblies and federal parliament, number of contractors vying for public offices is likely to rise. More than 200 
contractors have won various positions including a mayor in the last local election.” 
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manoeuvring to ensure that the ‘right’ projects are there to be awarded, starts at that point.  All 

stakeholders mentioned that payments are made to decision-makers to obtain a contract often with 

collusion between the different parties.  This may even be the case at the secondary level when thinly 

veiled nepotism is involved (which was considered to be common28).  Most respondents suggested 

that at least 20% of the contract (often disbursed to the winner as a preliminary ‘mobilisation grant’) is 

immediately distributed to the decision-makers29.   In some cases respondents suggested it may be 

as much as 30%.  The 20-30% was reported to be skimmed off the ‘winning price’ rather than added 

onto it which becomes a huge driver of poor quality as those further down the sub-contracting chain 

have to make savings by buying cheaper quality materials or changing designs.  Various anecdotes 

were recounted illustrating devious ways the unscrupulous circumvent or subvert the procurement 

process.  From procurement onwards, there are other informal payments made to engineers or those 

in the permit systems to facilitate its’ working. Some examples included having construction designs 

approved, material quality controls bypassed or subverted (e.g. concrete testing), or the need to pass 

monitoring processes or approvals aimed at ensuring quality standards are met.   If a contractor does 

not deliver in the contracted time, the government can impose penalties, and ultimately blacklist it. But 

we were told government officers tend not to do that as this is an opportunity to extend projects or 

they simply accept lower standards. 

The major difficulty associated with all of these practices is their pervasive nature, as they drive 

contractors to engage in them and reinforce the practices if they wish to survive and make a living in 

this field. 

5.4 The Non-Government Dimension (INGOs and LNGOs) 

It is much harder to assess the extent to which these informal practices are prevalent in the non-

government sector.  It would appear that there are greater overall controls on the procurement and 

contracting processes and it is likely that the size and proportions of informal payments are lower, but 

the majority of respondents talked about government more than NGOs.   For instance, the hardware 

vendors interviewed had all worked with NGOs at some stage (although one no longer attempted to 

do so) reporting being unhappy with them.  Various reasons were cited e.g. small scale, consistent 

poor timeliness on payment, irregularities with individual NGO staff wanting to benefit personally, and 

unrealistic expectation on costs of materials. NGOs want fixed prices, but unfortunately over long 

periods of time prices fluctuate and this needs to be reflected in customer prices as margins are low.  

Some noted how difficult it is to win bids with NGOs, unless you have personal contacts and even if 

your bid is competitive it appears as though organisations are just going through the ‘three quotes 

motions’ for form’s sake30 .).  It is also the case that nepotism and relationships between staff and 

contractors was reported but again the extent of these practices is unclear.  It is difficult to come to 

any firm conclusions, but given the relative emphasis placed on government processes comparatively 

it would appear that NGOs are more accountable generally, compared to government systems, in 

their procurement and contracting processes31.   

5.5 The Role of Contractor Associations:  

The contractor’s associations are also a player operating in the informal ‘rules of the game’ arena.  

For instance, each district association may have large numbers of members (typically around 600-

700) of which only 100-150 may be active in the field. Others are simply in name only, either created 

by government officers in order to manipulate the bidding process or make an impact in Association 

elections. – For instance, a government officer in a construction-related office may have construction 

 
28 What this means is that a contract winner may already have been decided as it may be a relative or friend of the decision-makers, but the 

winner may not really have the capacity to undertake the work themselves, or may not want to, in which case they sub-contract to another 
organisation and this is the implementer who has to pay to be part of the bid or to conduct the work. 

29 This was also suggested to involve very senior bureaucrats and appointees in the relevant ministries. 

30 As noted earlier, it is extremely difficult to ascertain the extent and validity of this practice given how easy it is to ensure that the paperwork 
reflects the final outcome even if it has been reached through invalid means. It is not hard to ensure that your friend or partner in crime gets 
to see or know the final potentially winning estimation and quotation for the tender and slightly undercut it 

31 Note that Tom Bell in his book “Kathmandu”, suggests otherwise and that corruption and such payments are extremely prevalent across the 
whole development sector. 
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companies registered in the names of their relatives. The construction companies exist only on paper, 

but they may rent out equipment to undertake projects. Since the same officers evaluate the 

proposals, they may award them to their own companies or those that have paid a ‘fee’ to them.  For 

the elections, large contractors establish many small contractors to win votes in elections. Usually, it is 

the election of the Federation of Contractors’ Association of Nepal (FCAN) which is intensely fought 

through these manoeuvres, this enables access to political power, senior bureaucrats and senior 

party members. 

5.6 Implications of Federalisation for these Normative Behaviours  

Previous direct relationships and ways of doing business are likely to be disrupted, temporarily at 

least, until stakeholders adjust to the new status quo.    While many of the businesses operating in the 

sector are still clearly linked to the newly elected administrators, who directly benefits, and serious 

conflict of interest issues can now more clearly be raised by others, as there are multiple people 

involved, and therefore processes are likely to be more accountable.  This means that at a minimum 

there will be a period of adjustment and it remains to be seen how these practices morph into new 

ways of doing business with similar characteristics, or whether improvements in governance emerge.  

For instance, it is quite possible that collusion practices between contractors will change on bids, such 

that conflict of interest is avoided but they are working together in some other way to overcome new 

constraints.  It is also quite possible that there will be restructuring or shifting of operating domains 

within the industry. For instance, there may be some construction businesses that can no longer 

operate well and competitively in the new environment.  If polarization occurs in the power of 

government (national or local – with little middle district/provincial ground) there is likely to be more 

money but smaller sized contracts and pieces of work at the gaunpalika level and larger projects 

available at the central level.  This means that some construction companies may not be interested in 

the smaller contracts nor able to compete or have the capacity at the higher levels.  This will have 

implications on what happens to the competitive field and who decides to operate where and how.  

There may be mergers and a matching polarization in the sector to for the construction contractors. 
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6 Conflict Sensitivity, Risk Management and 

the Way Forward  

6.1 Background 

The violence experienced by Nepal is considered by 

analysts to be the consequence of deep-rooted structural 

and socio-cultural conflicts emerging from issues such as 

regional, caste, ethnic and gender-based discrimination, 

bad governance and corruption32.   These structural issues 

from national to local suggest a fractal pattern where the 

causes and manifestation of their form at local level are 

similar (although with local ‘flavours’) to and reflected at the 

national level. This has meant that there is a mutual 

interaction between community level structural conflict and 

the experience at the national level which can potentially 

reinforce each other.  Development and humanitarian 

assistance interventions are of course, not neutral then can 

have both positive and negative impacts.  In the case of Nepal, they are operating in a deeply political 

milieu and are therefore likely to reflect many of the societal issues that they may be attempting to 

address, and in instances in fact inadvertently reinforce or support some of the structural drivers of the 

violence.   

6.1.1 Legacy of Violence 

At the field level, respondents did not highlight any potentially dangerous inter-community risks of 

violence and generally considered that the legacy of the Maoist conflict was ‘in the past’.  

Nevertheless, in Gorkha, one thoughtful observer noted that the major legacy of the civil war there 

has been a hugely fractured social situation at the village level in many locations, characterised by 

lack of trust and suspicion between people33 .  He also noted that these features have informed and 

infused the politicisation of all aspects of social life.  In other words, the fractured social situation 

resulting from the large-scale violence has been displaced into and reflected in the political party field, 

which may now have become a proxy arena for some of the underlying social issues34 .  Not 

surprisingly many people would like to put the violence behind them and move forward positively. In 

many post-conflict environments avoidance of revisiting the experience and the psychosocial pain, by 

talking about them is a common coping mechanism. This does not mean that the issues have gone 

away or been resolved35.  A serious and complex dimension of conflict sensitivity is the multi-factoral 

nature of violent conflict.  It is very rare for a development project to catalyse violence directly through 

its activities.  This is because usually a ‘critical mass’ needs to be arrived at, fuelled by different 

factors, that when reached only requires a catalyst to activate into violence.  Generally speaking 

development projects are rarely that trigger.  However, they can contribute negatively to the 

 
32 See for instance Bonino & Donini, 2009, 7-8 and Mark Segal’s short but pertinent note on the Post Earthquake reconstruction Annual Review 

2017 

33 This resonates with the author’s experience across many fragile and conflict-affected countries globally, but interestingly some recent research 
by Bauer et al (2016) suggests that war can also leave a positive legacy in terms of local cooperation amongst people and increased civic 
engagement and gender equality reforms (Tripp 2015, Scheve and Stasavage 2010, 2012). However, this has two important implications: 
firstly, that the positive affect is expressed in strengthened social cohesion within identity groups, but simultaneously it may harden social 
divisions and negative behaviours towards those not in your group.    This suggests a need for much greater conflict sensitivity around 
marginalisation issues in post-conflict environments, to prevent reinforcement of this legacy. 

34 Which if it is through a democratic deliberative process is how conflicts and differences of opinion should be resolved 

35 A Kathmandu respondent expressed one of the continuing frustrations for many people is around the apparent stagnation of the TRC and lack 
of recognition regarding the ‘disappeared’ and the human rights abuses and suffering experienced by so many people (for instance see the 
UN Human Rights Office of the High Commissioner (2012) Nepal Conflict Report which analyses conflict-related violations of international 
human rights law and international humanitarian law between February 1996 and 21 November 2006). 

A Reminder…. 
 
Conflict Sensitivity is the ability of 
an organization to understand the 
conflict context in which it is 
operating, and the mutual 
interaction between its 
interventions and the context, and 
then have sufficient political will to 
ensure its behaviours avoid 
negative impacts and maximize 
positive ones.  
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underlying build up towards the ‘critical mass’. This can be likened to a form of latent heat where the 

visible signs of boiling (violent conflict) are not there, but nevertheless there are processes in action.  

6.1.2 Provincial and Municipal Level CS Risks 

At this early stage, respondents did not indicate any serious36  conflict sensitivity risks, associated with 

the provincial boundaries that fall within the project (Gorkha lies within Province No. 4 and the other 3 

Districts lie within Province No. 3.). As these boundaries are contiguous within the project geography 

potential community level disparities that may emerge can easily be addressed.  The key aspect is to 

consider inter-community fault lines, or intra-community issues (some parts of the community 

potentially receiving resources while other portions not or potential clan-based issues amongst the 

Tamang community) where they span administrative area boundaries.  This aspect deserves further 

exploration at the community level.   The area that later may impact on targeting and resource 

allocation choices for Purnima is at the palika level across a province.  In other words, at the 

provincial level if there issues that emerge reflecting a failure in apportioning equalization grants to 

address resource inequities across a province.  This will require a mechanism (preferably 

implemented by a civil society watchdog that can bring a degree of transparency and public social 

accountability experience to the table) to be developed that analyses the broader resource allocation 

by the government and NRFC. 

6.1.3 Prevailing Resilience of the elite 

As noted by Segal (May, 2017) the continuing ‘resilience’ of the ruling elite to stay in power at the 

different levels has been remarkable over the course of the last twenty years.  Thus, the capture of 

resources and maintenance of power is probably the strongest feature of the context that requires a 

conflict sensitive eye and sensible management.  A pragmatic approach needs to be adopted by 

Purnima in understanding the boundaries between where practices or outcomes can potentially be 

damaging and are unacceptable, and where social norms and realities are operating that will not 

fundamentally negatively affect fairness and equity in the delivery of assistance.  Substantive change 

in these areas of social change takes a long period of time - way beyond the project lifetime – and the 

project will need to take advantage where there are openings for change and improving practices in a 

positive manner37.  

6.2 Implications for the Project:   

Purnima will need to periodically review and monitor conflict sensitivity dynamics with partners and 

link them to an understanding of the local political economy at the gaunpalika level (see 

recommendations) to assess the risks of inadvertently reinforcing unjust structural issues.  This will 

require an investment in undertaking a ‘model’ mapping and PEA process at the gaunpalika level that 

considers factors such as, a due diligence process to understand COI possibilities, assessments of 

political will in the leadership, community issues and ethnicity.  There are also, ironically, some conflict 

sensitivity risks associated with good development practice as well that Purnima will need to consider 

in the implementation of Output 1 – the provision of TA to the local government.  For instance, good 

practice in the provision of TA would be to develop a highly adaptable, flexible and responsive (to the 

expressed needs of the leadership) arrangement which utilises an interest-based incentive approach.   

In other words where there are opportunities to move forward because of interest and political will the 

project invests more time and energy in providing that support.  In theory this is supposed then to 

provide a positive model to be followed by others who the wish to see emulate it.  However variable 

success in a politicised environment can also create conflict and perceptions of bias or favouritism.     

 
36 By serious is meant the possibility for an outbreak of violence being catalysed through mismanagement of CS risks 

37 For instance, the reality of user committees may be that of the 11 members there may only be one a few who are active, but they make it work 
to the advantage of the whole community.  If they happen to be high caste, this is not a problem if it is still effective development.  Of course, 
if there is space to alter the dynamics and empower other ‘marginalised’ members to be involved and included then it is important that the 
project supports and encourages that. 
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6.3 Different models of construction and contracting value chains 

As a result of a combination of the legacy of conflict as well as the political economy associated with 

the construction sector, it is clear that there are multiple risks associated with both conflict sensitivity 

issues as well as managing the risks associated with the ‘informal rules of the game’ when 

implementing NPERP.  Much will depend on the type of construction development model undertaken.  

The three main models are outlined below – (i) The User Committee model – which can be instigated 

and implemented by the communities directly themselves applying directly for support from the 

government. Government departments can also utilise them, and NGOs employ them for more 

participatory community infrastructure development.  (ii) Contracting a private sector company to 

undertake the work.  This model is used by communities, government and NGOs as well for projects 

that they may not have the capacity to undertake themselves.  (iii) The direct implementation model 

whereby NGOs, in particular but also government departments on occasions construct the 

infrastructure themselves.  There are likely to be community committees that have responsibility for 

ongoing maintenance post-project.   

Fundamentally the successful management of conflict sensitivity, gender and inclusion risks 

associated with any model that is applied, comes down to the extent to which the implementer 

practises good development principles.  This is a function of implementer capacity, time, management 

costs and relative emphasis on priorities, as there are inevitable trade-offs involved in the choices 

made.  For instance, the comparison between the WFP and PIN models of trail reconstruction 

illustrates the types of contrasting options and choices around such trade-offs and risks (noting that 

both organisations say that one cannot compare the two models directly as they are ‘apples and 

oranges’).  One model covered more kilometres, at a lower price per unit, but with less depth of 

consistency in quality, a more hands-off, sub-contracting approach and a lighter touch in the 

management of inclusion and community engagement.  This approach increases some risks such as 

potential procurement corruption, exclusion of marginalised sections of the community, while 

changing other types of risks, such as aid staff reinforcing elitist ‘structural norms’ (such as the 

behaviours of high caste staff).  However, on the other hand it covers more communities and 

reconstructs a greater number of trails.  Ultimately it becomes a question of emphasis, relative priority, 

tolerance for different types of risk and inevitably the comparative costs involved.  Minimising risk 

usually involves investment in greater numbers of quality staff, greater oversight, capacity building of 

partners and direct engagement with the front-line work in this context and political economy with 

such strong established normative behaviours that are contrary to what is considered global best 

practice.  This is the reality of managing risk and programme adaptability.  Ideally the models would 

be used to their best comparative advantages in the types of location, project, and levels of risk.  The 

pros and cons of the main existing types of construction development model (The User Committee 

Model, The Sub-contracting model and the direct implementation model) as well as the risks and their 

management are outlined in Table 4. 

6.3.1 The User committee model 

As with all models there are pros and cons associated with its use for community infrastructure 

construction and management.  There are mixed opinions as to whether its use will increase or 

decrease in the future at the gaunpalika level.   On the one hand, the size of projects is likely to be 

small and so contractors may not be interested to engage. On the other, with the loss of district-level 

work, contractors may be forced to compete at this level to survive.  The key aspect, at present that 

determines this choice (from a government perspective) is the amount of money the project will cost 

which then determines whether it can be used or not.  If it is above two crores then a contractor model 

is applied.  One government stakeholder noted though that in actual fact the determining factor should 

actually be the technical complexity of the project rather than the amount of money it costs.   
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Table 6.1: District Government and NWUA Experience of User Committees  

Stakeholder Performance 

District 

Government 

 

User Committee Performance (150) can be categorized into 3 levels: 

• Ca. 10% did no work but demanded all the funds and tried to put political 
pressure on the department. 

• Ca. 15% did excellent high-quality work and in fact more than required.  

• Ca. 75% did average work completing projects, but the quality of work was 
compromised. Some could not complete the projects in time, and the needed 
time extensions 

National 

Water User 

Association   

 

Out of 41,000 user committees and their water systems across the country they 

estimated: 

• 27% - Water Systems are Fully Functioning  

• 10% - Almost fully functioning, needing only some minor maintenance  

• 53% - No longer functioning at all 

6.3.2 Employing Private Sector Contractors 

The most recent trend in the field appears to be to design projects in such a way that they cost more 

than the 2-crore threshold associated with User Committees. According to DUDBC this has helped 

reduce the trend of developing and scattering small projects among their political vote banks. 

Previously MPs deliberately kept projects under 2 crores to appease their cadres.   Contractors have 

variable abilities to coordinate and engage with GP/NP officials, local civil society and communities, 

and this results in problems which mean that many projects are never completed38.  Other systemic 

failures occur for contractors if the project involves obtaining land or guided land acquisition, as 

conflict may emerge with land-owners. One of the policy failures of the government has been that it 

does not allocate money for compensation for land when the project is designed. There’s money only 

for the construction of the infrastructure like a school building but not the compensation for land. So, it 

takes years for the construction to begin by securing the required land in the first place. 

6.3.3 Direct implementation through NGOs 

As noted earlier, NGOs are politically aligned and so care needs to be taken to ensure that any 

potential or perceived bias in beneficiaries or sections of the community are; either balanced by 

support to other partners geographically or politically, or that are managed to ensure that whatever 

the perception, the reality is not in fact in accord with the perception and that selections can be 

justified on a needs and vulnerability basis.  This risk also suggests the need for a sound 

communications strategy should be developed for the project more broadly about it work.    

Given that each model has pros and cons, the overall conclusion is that there is no one best model to 

be applied across all situations encountered.  Rather in an ideal world one would use the most 

appropriate model for the conditions and situation.  The difficulty here is that implementing agencies 

tend to use pick one model and use that to the exclusion of other approaches.  This then means that 

their choice is not the most applicable for some occasions which is not ideal.  This suggests that the 

solution is one of the following  

● implementing agencies learn to apply more than one model properly, which then means they 

decide on which one to adopt for any situation (e.g. simple constructions involving only labour such 

as gravity water pipe schemes use user committees, more difficult constructions involve either 

contracting an contractor or direct implementation if an implementing organisation has the 

expertise)  

 
38 For example. in Kaule, locals demanded jobs for local people in a road construction project. The contractor refused to do so, and the project 

was stopped for 3 months. 
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● One utilises more than one agency to employ the different approaches that are their expertise in 

the one area as appropriate.  This is not realistic as it may result in other issues between 

communities and agencies as well as likely increasing management costs or  

● Try and match the geographic area to the model best suited to it.   

Whichever model is chosen, though, an implementing agency (with oversight from MM) should 

address the shortcomings of that model to improve its performance in the less than adequate areas.  

For instance, if the model is not so good at social inclusion and participatory approaches then this 

aspect should be strengthened.  Inevitably strengthening the weaker areas may have costs attached 

to them, but this should be considered the price of good development and equally an investment in 

social stability as well.    

MM should also consider piloting a further innovative model that takes a cadre of contractors in a GP 

or geographic area through the whole process as a capacity enhancement exercise.  This may assist 

all aspects of the development and construction process thus, avoiding the pitfalls of a typical 

procurement process and its associated informal rules. It would ensure proper design processes and 

realistic BoQs are produced through a site inspection and associated deliberations on the issues to be 

overcome (soil types, depth of foundations, etc.), materials testing and monitoring, possible also using 

local labour, close oversight by MM engineers.  In addition, two key aspects could be introduced here; 

firstly, induction into sound community engagement methodologies (given stakeholders suggested 

contractors are not good at community engagement and therefore conflict with communities is one of 

the reasons that projects fail). Secondly one could adopt a peer monitoring process that would expose 

contractors to critical processes considering other constructions and situations as well as their own.   

While this would involve additional work for MM it would be an interesting way to assist contractors 

willing to learn and go through the process.  
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Table 6.2: Risks and Conflict Sensitivity in Community Infrastructure Construction39 

 

Contracting 

Model 
Pros Cons 

PE Risks and Conflict Sensitivity 

Issues 
Mitigating Approach 

User Committee 
Model 

• Potentially greater 
involvement of community 
and their empowerment 

• Better delivery on ‘simple’ 
projects just involving labour  

• Saves money for the 
government (labour and 
contracting – 20-30% 
cheaper on average) 

• Budgets under 2 crores 

• Potentially greater diffusion 
of development 
opportunities across 
communities (due to small 
budget) 

• Little ability to manage 
technical equipment and 
machinery 

• Little capacity for technically 
difficult projects 

• Performance very mixed  

• Dependent on degree of 
technical knowledge needed 

• Labour intensive to implement 
well 
 

• Potential performance failure – depends on 
how involved members are and breadth of 
community representation  

• Politicisation of who benefits from the 
construction  

• Exacerbate or create exclusion or 
marginalisation of poor or other minority 
participants (e.g. women, ethnicities, caste, 
etc.) 

• Capture of benefits by elites - Success in 
preventing this depends on levels of 
transparency in committee formation.   

• Leadership positions may be dominated by 
existing elites 

• Disputes over land, water and community 
ownership  

• Political manipulation directing to certain 
communities and parts of the community 

• Ensure there is a good match using this 
model with the size and level of technicality 
of the intended construction 

• If necessary, engage monitoring oversight of 
technical aspects of the project 

• Ensure good community consultation and 
engagement processes to ensure inclusion 

• Ensure good selection processes for 
committee –  trial women-only committees  

• Support the strengthening of the governance 
of User committee and engage in higher 
ongoing oversight 

• Consider different leadership and support 
models to empower different leaders 

• Undertake due diligence processes in 
project locations to assess potential conflict 
or ownership issues associated with water 
resources, land etc. Consider Cultural and 
livelihood impacts,  

• Undertake an Environmental & Social 
Impact Assessment 

• Ensure also that there are conflict 
management mechanisms built in to the 
contracting mechanisms 

Sub-granting to 

Contractors 

• Less expensive, less time 
intensive than direct 
implementation model 

• Greater risk of informal rules 
operating in procurement 

• Project selection may be in 

• Resources captured or channelled for 
political or economic benefit (intentional, 
illegal or unintended) at the expense of 

• Improved oversight of procurement 
processes – or attempt alternative 
procurement models (e.g. cadre model) 

 

39 N.B. Some of the points outlined in the table have been drawn from the internal DFID Trail Work comparison document. 
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 • Enables more contractors to 
benefit and be involved 

• Swifter completion 

• Enables improvement and 
CB of contractor 

• Currently has buy-in with 
local government  

• Works best in less 
populated areas (where 
there are few realistic 
choices for both contractors 
and labour) 

• Potentially suited better to 
areas with greater 
homogeneity of the 
workforce 

line with dominant political 
determinants rather than need 
or vulnerability or Challenge 
Fund considerations and 
LNOB considerations 

• Less emphasis on community 
consultations and involvement 
as greater reliance on 
contractors  

• Less control of hiring practices 
and choices re workers and 
who benefits 

• Lower incentives for flexibility 
to adapt to changing work 
needs not foreseen in SOW 

intended beneficiaries 

• Government decide on the priority 
interventions – based on other aspects such 
as political patronage and supporter rewards 

• Corruption or manipulation of procurement 
process 

• Poor quality work due to the need for cost-
cutting of materials (due to corruption – see 
text on informal rules) 

• Exclusion or marginalisation of poor or other 
minority participants (e.g. women, ethnicities 
etc.) 

• Capture of benefits by elites 

• Ensure good community consultation, and 
alignment between community, vulnerability 
needs and government priorities which may 
be driven by other interests 

• Ensure good selection processes for 
committee –  trial women only committees  

• Engage in higher ongoing oversight and 
monitoring of any work 

• Undertake due diligence processes in 
project locations to assess potential conflict 
or ownership issues associated with water 
resources, land etc. Consider Cultural and 
livelihood impacts,  

• Undertake an Environmental & Social 
Impact Assessment 

• Ensure also that there are conflict 
management mechanisms built in to the 
contracting mechanisms 

Direct NGO 

Implementation 

 

• Less possibility of 
procurement irregularities 
(unless deep collusion 
involved)  

• Closer to the community and 
easier to mobilize them 
using partner NGOs 

• Greater interaction with 
communities throughout 
work period and after (more 
incentives as the NGOs 
have long term relationships 
and will continue to work 
there) 

• Greater oversight of the 
work on a daily basis  

• Higher work and safety 
standards overseen and 
implemented 

• Time consuming and intensive 

• May only benefit the partner 
organisation rather than 
enabling broader capacity 
enhancement of contractors or 
other participants  

• More expensive per unit  

• Capture of benefits by elites 

• Exclusion or marginalisation of poor or other 
minority participants (e.g. women, ethnicities 
etc.) 

• Potential perceptions of political alignment 
through local partners 

• Potential for beneficiary selection to be 
biased  

• Corruption or manipulation of procurement 
process 

•  

•  

• Ensure that Conflict Sensitivity principles are 
employed when setting up the governance 
and working mechanisms on who is 
participating  

• Ensure also that there are conflict 
management mechanisms built in to the 
governance mechanisms 
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7 Conclusion  

Given the macro political transition and federalisation ‘project’ taking place in Nepal, coupled 

with the breadth of Purnima intended outputs, there is a unique window of opportunity for DFID 

and Mott MacDonald to catalyse, support and maximise broader positive change in the 

development and reconstruction sectors at the local government level.   

The Federalisation process and new local government system at the Provincial and Municipal 

levels emerges from a unitary system where power has been dominated by the central 

bureaucracy and direct party influence at both central and district levels.  The shift to increased 

control and decision-making at local government level, increases the possibility of greater 

accountability and transparency in governance systems, and allocation of resources to meet the 

development needs of the people as elected officials now have considerably more power and 

oversight over processes, still working with the bureaucracy, but with ultimately greater direct 

accountability to the people.   

Reconstruction has been characterised by a domination of informal ‘rules of the game’. They 

operate fundamentally on personal relationships, patronage systems - be they party political, 

kin, or other relational dimensions - deep collusion between different actors, and at its worst, 

criminalized by ‘mafia’ type behaviours, coupled with ubiquitous, all pervasive bribery in the 

award of contracts, and involvement in all the various parts of the supply chain.  Many 

politicians have businesses interests or involvement in the construction sector and many 

political campaigns are underwritten through money raised in the sector. 

It is very hard to shift such normative and all pervasive behaviours in any environment, however 

a combination of; high expectations of improved development from the public, increased political 

will (and incentives) to deliver outcomes for the people from the elected local officials, and the 

broad disruption of current systems as everyone transitions to new ways of working, provides 

the best chance for influencing old behaviours and closing ‘loopholes’ to create more positive 

change.  It would be naïve however, to expect that any such change will not be resisted by 

entrenched attitudes, ongoing ‘drivers’ and incentives to maintain the status quo, and a 

continuing process of ‘readjustment’ as stakeholders adjust to the new reality and attempt to 

continue to benefit in the new context. 

7.1 Key Recommendations  

1. Adopt a Systems Approach for the Programme to take advantage of the Transition: With 

the macro level political transition creating a huge set of uncertainties, opportunities and a 

variety of potential constraints that may impact on the achievement of some of Purnima 

outcomes, adopting a systems-strengthening approach at the gaunpalika level would 

increase the possibility of influencing a broader positive change in the wider social and 

political economy at the municipal level. This would mean using the Purnima as a platform to 

leverage activities and approaches within each output area in a more integrated manner as 

well as supplement the fundamental activities with small scale ‘added value’ interventions 

that may assist in creating a more conducive environment for sound inclusive development 

(for instance supporting policy improvements at the municipal level).    This aligns with and 

strongly supports the achievement of the overarching DFID programme impact indicator 

stated in the DFID Business Case: “More capable and accountable government at district 

and central level able to deliver more for poor people through increased Government of 

Nepal and private sector investments in interventions that work.”  This more integrated 

approach could also incorporate and be applied simultaneously to the construction sector in 
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particular considering the nexus between the development planning, procurement and value 

chain processes at gaunpalika level.   

2. Invest in Deeper Local Level PEA: Given the prevailing risks and opportunities associated 

with the transition, it is unclear the extent to which old patronage systems will adjust and 

continue to be in operation in the new context. It is important to invest in local level 

understanding of the political system and its interactions, particularly with the constructions 

sector, to better manage potential collusion and other risks, as well as avoid inadvertently 

enabling the re-establishment of poor practices.  A mapping and gaunpalika level PEA would 

provide the opportunity to understand the existing relationships and issues and risks 

associated with the new landscape.   It would feed into more effective TA support as well as 

emerge potential issues such as understanding partner-political party-business relationships 

that may need to be managed (could be undertaken in partnership with DFID field office).  

3. Increased Flexibility in Programme Mechanisms: To achieve optimum success and 

ensure the programme is able to support both demand and supply side governance 

dimensions of both construction work and LNOB initiatives simultaneously, Purnima may 

require additional windows or funding mechanisms.  For instance, a small grants window that 

could enable grants for initiatives such as civil society participation or monitoring in budget 

processes or public audits in the construction sector. Similarly, there will be a need for a 

mechanism to fund additional direct programme costs such as arranging multi-stakeholder 

forums, cross-sectoral policy scrutiny or formulation, etc.  This type of small cost (e.g. 

venues, facilitators, per diems, transport, etc.) will help maximise opportunities for greater 

inclusivity and participatory approaches in the programme’ sectoral interventions as well as 

inculcating accountability processes  

4. Utilise a Mixed Construction Development Models Methodology: Given the risk analysis 

associated with the different construction development models it will be important to adopt a 

mixed methodology approach that enables the right model to be used in the most 

appropriate context to maximise its effectiveness.  In addition, there is an opportunity for 

piloting different procurement models that might circumvent some of the inherent and 

entrenched inadequacies of the current system when coupled with a capacity enhancement 

approach.   

5. Innovation Grant mechanism: The PEA suggests that this is a period of unusual 

opportunity, as the context is disrupted, there are new energies to tap into and as it adjusts 

to a new state of affairs. These rare opportunities should be exploited and under the small 

grants mechanism it would be valuable to include the opportunity for MM to explore 

innovation in tackling some of the intractable issues associated with change in Nepal – in the 

construction sector as well as, the business development outcome and Challenge Fund.  

Such a mechanism would provide the opportunity to solicit or explore new or different 

approaches that otherwise may not be able to access funding.  When carefully shaped and 

used in conjunction with the main effort to support the different outcomes such an approach 

could yield valuable dividends. 

6. Adopt a greater ‘Hands-on’ management style to increase programme Effectiveness 

versus Efficiency:  In light of both the risks and the opportunities that are prevalent in the 

new dispensation and transition it is paramount for MM to adopt a more ‘hands-on’ 

management style to increase programme effectiveness and maximise its potential to create 

social change.   The conclusion from the PEA clearly points to the need for the programme 

to have a greater management emphasis on being flexible, adaptable and responsive to the 

uncertain evolution of the context at both the provincial as well as the Palika level. As a 

result of the changeable situation there are also increased risks that need this level of 

management including the need to be mindful of potential new or enhanced conflict 

sensitivities. 

7. Intentional Learning: The nature of this change provides a unique opportunity to design 

and embed an interesting learning initiative that focuses on tracking, understanding and 
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adapting the programme to the evolving political economy while simultaneously seeking to 

influence it positively.  This could yield important insights into the best way to operate in 

political transitions to support stability, broader social change as well as achieve programme 

objectives.  The adaptive learning benefits of such a reflective process would also then 

feedback into increased programme effectiveness and the potential development of best 

practices.   
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A. List of Stakeholders met 

Name Organisation Stakeholder Group Location 

Sagar Mulmi Card Consulting Construction Contractor Kathmandu 

Saroj Basnet ICF/Well Link Consulting Consulting Firm - Engineering Kathmandu 

Kirsteen Merrilees 
Michael Green 

RAP Programme Implementer Kathmandu 

Leonard Tedd DFID Reconstruction Advisor Donor Kathmandu 

Umesh Nath Parajuli Purnima Programme Implementer Kathmandu 

Prem Awasthi 
 

United Nations - RCO UN Kathmandu 

Tomoki Miyano 
 

Ori Consulting (JICA funded) Programme Implementer Kathmandu 

Professor Krishna 
Hachhethu 

Professor of Political Science, 
Central Department of Political 
Science, Tribhuvan University 

Academia Kathmandu 

Dr. Navin Adhikari: Assistant Professor, Central 
Department of Economics, 
Tribhuvan University. 

Academia Kathmandu 

Danny Coyle PIN Programme Implementer Kathmandu 

Selwyn Heaton 
Krishna Jogi 
Naoika Maegawa 

World Food Programme Programme Implementer Kathmandu 

Siobhan Kennedy HRRP Programme Implementer Kathmandu 

George Varughese Asia Foundation Programme Implementer Kathmandu 

Nigel Fisher World Bank Donor Kathmandu 

Rachel Moles DFID  Donor Kathmandu 

James Sharrock Independent Researcher Academia Kathmandu 

Duane Clifford Jones GIZ/DFID Donor Kathmandu 

Iman Gurung Local NGO Programme Implementer/ LNGO Kathmandu 

Muhammed Khan USAID Donor Kathmandu 

Mette Nielsen DFID Conflict Advisor Donor Kathmandu 

Tom Wildman Oxfam Programme Implementer - INGO International 

Mehnaz Bhaur NPERP Programme Implementer Kathmandu 

Simon Howarth  Purnima Programme Implementer Kathmandu 

Arjen Sterk Purnima Programme Implementer Kathmandu 

James Lloyd  Consultant Purnima Independent Researcher Kathmandu 

Ed Bell DFID Conflict Advisor (ex Nepal) Donor  International 

Bishnu Bhai Shrestha Chairperson, Federation of 
Contractors' Associations of 
Nepal (FCAN)   

Professional Organization Anamnagar 

Ashish Thapa ED, Transparency International 
Nepal 

Programme Implementer - INGO New Baneshwor 

Yogesh Bhattarai Secretary, CPN (UML) Political Party Leader New Baneshwor 

Hemraj Bhandari Politburo Member, CPN (Maoist 
Center) 

Political Party Leader Khumaltar 

Surendra Pandey Central Committee Member, 
Nepali Congress 

Political Party Leader Lazimpat 

Bishnu Sapkota Country Director, Fhi 360 Programme Implementer - INGO Baluwatar 

Jay Ram Lamichhane Ex-Chairperson, Federation of 
Contractors' Associations of 
Nepal (FCAN)   

Professional Organization Anamnagar 
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Bishnu Budathoki Spokesperson, Federation of 
Contractors' Associations of 
Nepal (FCAN)   

Professional Organization Anamnagar 

Bishow Prakash Subedi Joint Secretary, Public 
Procurement Monitoring Office, 
Office Of The Prime Minister 
and Council of Ministers 

Government Authority Red Cross 
Marg, Tahachal 

Rajendra Aryal Krishna 
Khadka 

Chairperson & Program 
Manager, Federation of Drinking 
Water and Sanitation Users 
Nepal 

Professional Organization Thapathali 

Tanka Shrestha  Chair of Contractors Association Business Sector - Contractor Dhading Besi 

Padam Shreshta Contractor Business Sector - Contractor Dhading Besi 

Darma Lohani Contractor Business Sector - Contractor Dhading Besi 

Rabin Shrestha Contractor Business Sector - Contractor Dhading Besi 

Kailash Moktan 
Dipak Bhatta 

Dolidar Programme Implementer Dhading Besi 

Anita Thapa Magar 
Iswor Pudasaini 

DFID Field Officers Donor Dhading Besi 

Ganesh Dhungana Action Nepal Programme Implementer -LNGO Dhading Besi 

Ramjee Bhattarai 
Arbinda Shrestha 

RIMS Programme Implementer LNGO Dhading Besi 

Jagannath Nepal DCC Chairperson and Member 
Galchhi Gaopalika 

Elected political Leader Dhading Besi 

Tulsi Ram Vendor: Tankeswor Enterprises  Business Sector - Construction 
material supplier 

Dhading Besi 

Bheem Dhungana 
Jagannath Lamichhane 
Prakash Shrestha 

Mayor  
Chief Administrative Officer 
Member 

Local Government (Nilkhantha 
Municipality Dhading) 

Dhading Besi 

Anon  Vendor Business Sector - Construction 
material supplier 

Dhading Besi 

Anon  Owner small Aggregates 
Company 

Business Sector - Aggregates 
supplier 

Galchhi 

Anon  Sand/Gravel Labourer Labour Furke khola 

Anon  Transporter Sand/aggregate 
supplier/transporter 

Baireni 

Anon  Owner Aggregates Company Sand aggregate supplier Baireni 

Samir Baksh House owner (building new 
building at Mahadev Besi with a 
contractor) 

House owner (contractor’s 
client) 

Mahadev Besi 

Amita Thapa Magar DFID Field Office Donor Dhading Besi 

Krishna Hari Shrestha  Galchi Gaonpalika Chair Local Government Galchhi 

Dipendra Regmi CAO Galchi Gaonpalika Government Official Galchhi 

Sachin Sapkota (DTC) 
Chandrakant Lal Karna 
(DIMO) 

HRRP Programme Implementer Dhading Besi 

Ravindra Ojha NRA Government Authority Dhading besi 

Anon  DODBC Local government Dhading besi 

Ambika Rupakheti Thakre Vice-Chair of Gaonpalika  Local government Mahadev Besi 

Anon Owner small Aggregates 
Company 

Business Sector – Aggregates 
Supplier 

Dhunibesi 

Anon Owner large Aggregates 
Company plus block making 

Business Sector - Aggregates 
Supplier 

Dhunibesi 

Anon Brick Making Business Sector Dhunibesi 
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Surendra Ps Chaurasiy 
Ram Hari Devkota, 
Prachanda Kattel 

CRS Programme Implementer - INGO Gorkha NP 

Rajan Raj Panta Mayor, Gorkha Nagarpalika Local Government Gorkha NP 

Pradip Raj Adhikari CAO, Gorkha Nagarpalika Local Government  Gorkha NP 

Prakash Dhakal Engineer, Gorkha Nagarpalika Local Government Gorkha NP 

Vijay Raj Pant Oxfam Programme Implementer - INGO  Gorkha NP 

Madhav Dhungel CARE  Programme Implementer - INGO  Gorkha NP 

Kishor Jung Thapa Chairperson, Federation of 
Nepalese Journalists (FNJ) 
Gorkha 

Journalist Gorkha NP 

Shiva Uprety Editor, Daraundi Daily Journalist Gorkha NP 

Prasanna Pokharel Correspondent, Radio Nepal & 
RSS 

Journalist Gorkha NP 

Sunita Shrestha Deputy Project Chief, DUDBC 
Gorkha 

Local Government  Gorkha NP 

Ratna Lamichhane Chief, DWSS Gorkha Local Government  Gorkha NP 

Santosh Aryal Engineer, DTO Gorkha Local Government  Gorkha NP 

Padam Joshi,  
Upendra Khadka,  
Biplav Baghchand,  
Jyoti Bajgain,  
Krishna Choudhary  

Unification Nepal (UN Nepal) Programme Implementer - 
National NGO 

Gorkha NP 

Minkaji Joshi Joshi Hardware and Suppliers Construction Material Supplier Gorkha NP 

Swopnil Maskey Satyasai Hardwares Construction Material Supplier Gorkha NP 

Bidur Khadka Division Chief, DUDBC  Local Government  Bidur NP,  

Pushkar Sharma Rimal Sr. Programme Officer, Bidur 
NP 

Local Government Bidur NP  

Arjun Nepali Chairperson, User Committee ( User committee Bidur NP  

Sunil Raj Giri Chief Engineer, DTO Nuwakot Local Government  Bidur NP  

Tikaram Sharma District Liaison and Monitoring 
Officer, DFID Field Office 

Donor Bidur NP 
Nuwakot 

Suman Adhikari Chairperson, Nuwakot 
Contractors Association  

Professional Organization Bidur NP 
Nuwakot 

Hom Bahadur Tamang General Secretary, Nuwakot 
Contractors Association 

Professional Organization Bidur NP 
Nuwakot 

Ranjan Kumar Thapa 
Magar 

Chairperson, School Mgmt. 
Committee, Annapurna 
Panchakanya Primary School, 
Bidur-2  

User committee Bidur NP 
Nuwakot 

Madhu Rai Chairperson, School Mgmt. 
Committee, Shree Krishna 
Adhavut School, Labdu 

User committee Labdu Nuwakot 

Keshar Bahadur Rai Principal, Shree Krishna 
Adhavut School, Labdu 

User committee - Government 
School 

Labdu 
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B. PEA Filter Tool for Purnima Interventions 

Background:  In the light of the findings from MM’s PEA of the construction sector, and the 

complexity and uncertainty of the political transition in Nepal, MM has developed this tool to 

assist staff think through potential political economy implications that may affect interventions 

and their success as well as the potential impact – positive or negative - they may have on the 

Nepal political economy.   Given the range of interventions under the Purnima umbrella, the tool 

is intentionally generic and does not propose specific answers but helps emerge potential 

issues and challenge unacknowledged assumptions underpinning an intervention.    

 

 

Purpose: The tool aims to help the team go through 5 primary steps to bring out some key 

potential PE implications of the proposed intervention: 

● Consider the perspectives of and impacts on stakeholders involved directly and indirectly in 

the intervention 

● Consider any existing key contextual factors that may affect the intervention 

● Consider the nature of the intervention 

● Consider the conflict sensitivity dimensions  

● Decide how you might change the intervention to manage the risks 

Foundational 

Aspect 
Areas of Questioning/Consideration Significance 

Stakeholders Relationships, Power, Incentives and 

Motivations:   

• Identify key stakeholders associated directly 
and indirectly with the intervention 

Intended beneficiaries or participants, are 

not isolated groups of course, any change 

will affect not only them but others directly 

or indirectly, positively or negatively.  

Depending on how they perceive this 

Key Features of the Nepal Political Economy 

Bear in mind the following characteristics of the 

political economy and how the intervention is 

affected by or impacts on them: 

• Hierarchical patronage systems within 
institutions and the ruling elites  

• All pervasive political party culture infusing 
institutions, decision-making processes and 
access to power, resources and positions  

• Deep societal Inequalities expressed 
through caste, ethnicity and gender 

• The political arena is deeply interlinked with 
the construction sector in a mutually 
reinforcing relationship 

• The construction sector operating 
environment is very much governed by 
informal ‘rules of the game’ at all levels (e.g. 
relational and patronage systems, 
corruption, circumvention of rule of law or 
codes of conduct)  

Key Risk Dynamics of the Nepal Political 

Economy 

Ensure that as you design the intervention and 

as it interacts with aspects of the political 

economy it does not: 

• Reinforce unjust existing systemic power 
dynamics between groups 

• Play into or reinforce the informal rules of 
the game (e.g. patronage, corruption, 
circumvention of rule of law or codes of 
conduct) 

• Create new forms of marginalisation 
• Exacerbate inequalities between groups, 

such as who benefits and who is excluded 
or  

• Undermine other potential positive 
interventions or processes that may be 
taking place (e.g. new inclusive, 
accountable or transparency initiatives) but 
rather reinforces them. 
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• What are the existing relationships between 
them?  

• How does the intervention impact on these 
(negatively and positively)?  

• What are the potential changes in power that 
may emerge from the intervention?  

• Who are the ‘winners’ and ‘losers’ and how 
might this affect their behaviours to the 
intervention?   

• What are the stakeholder incentives to buy into 
change or maintaining the status quo? 

impact will affect these stakeholder 

behaviours and attitudes – i.e. their 

willingness to support, ‘buy-in’ or actively 

undermine the intervention.   

The Context 

 

• What features of the context may affect the 
success or social consequences of the 
intervention (e.g. social dynamics, ethnicity, 
caste, gender, economic or political 
dimensions)?  

Purnima should also consider the social, 

political and economic characteristics of the 

group or the part of the sector or value 

chain with which the intervention is working.   

The make-up and constitution of this group 

affects the intervention but also may 

operate differently in different geographies 

or environments.  In other words, how 

it/they are situated within the broader local 

environment.  

The Nature of 

the Intervention 

• Is the intervention likely to reinforce ‘negative’ 
informal ‘rules of the game’?  

• How might the intervention impact on or be 
influenced by the federalization process?    
 

While it is impossible to safeguard and 

guarantee that stakeholders will not infuse 

these types of behaviours in any 

intervention, nevertheless it is critical to 

consider how the intervention can reduce 

vulnerability and manage the risk. There 

may also be other important processes that 

are taking place alongside the intervention.  

There will be interventions and interactions 

in some form, and it is important to bring 

them into the equation.  

Conflict 

Sensitivity 

• Is there potential for increased societal 
differentials e.g. through elite capture?  

• How does the intervention affect gender 
dynamics? 

• Are some groups excluded to be marginalised 
resulting from the intervention 

Whenever there are potential resources at 

stake or access to opportunity and power, 

there is the possibility of winners and losers 

and ‘Doing Harm’.  This should always be 

paramount. 
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