
1

Decentralization, 

Devolution and Local 

Governance in Nepal
Reshmi Raj Pandey

Ministry of Federal Affairs and Local Development



2

Decentralization

ÉPart of the overall governance 
system

ÉProcess by which authority, 
responsibility, power, resources and 
accountability are transferred from 
the central level of government to 
the sub -national level

ÉBased on the principle of subsidiarity

ÉDecentralization not an alternative to 
centralization, both are needed



3

Local Governance

ÉPromotes democratization, equity, 
inclusion, peopleôs participation, local 
ownership and effective service 
delivery.

É Its goal : to promote good 
governance, build partnership with 
civil society, private sector and 
governments units at the local level.

ÉA cross -cutting sector which 
addresses local accountability, 
transparency and participation of 
citizen.
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Decentralization and Local 

Governance
ÉThe decentralization now a world -

wide phenomenon. Both developed 
and developing countries are 
pursuing it.

ÉDeveloped countries use it as an 
effective tool for the reorganization 
of the government to provide the 
public goods and services efficiently.

ÉDeveloping countries use it to free 
from ineffective and inefficient 
governance.
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Four Arguments in favour of 

Decentralization (Prudôhomme)  1

ÉVariance factor: Demand varies for 
local services from place to place

ÉEfficiency factor: It is possible to 
produce locally financed and 
provided services at lower cost 
because of time saving, local 
resources use and exercising of 
responsibility and oversight
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Four Arguments in favour of 

Decentralization (Prudôhomme) 2

ÉPolitical factor: (a). It provides a 
training ground for democracy. (b). 
It makes possible to bar the central 
government to become all powerful.

É Institutional factor: Co-ordination 
at the local level is easier.
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Why decentralization is pursued 

in developing countries?   1

ÉPromotion of national unity (Africa)

ÉPeopleôs pressure to strengthen 
democratization process (Latin 
America)

ÉSmooth transition from 
socialist/command economy to 
market economy (Central and 
Eastern Europe)
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Why decentralization is pursued 

in developing countries?   2

É Improvement of service delivery to 
the large population in the 
centralized countries (East Asia)

ÉAddress ethnic, linguistic, religious 
and geographic diversities (South 
Asia, Russia, Bosnia -Herzegovina, 
Ethiopia, etc.)
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Decentralization and Local 

Governance in Nepal 1

É 1963 Power Decentralization 
Commission

É 1969 Decentralization 
Committee

É 1982 Decentralization Act

É 1991 Administrative Reform 
Commission

É 1996 High Level Decentralization 
Committee

É 1999 Local Self - Governance Act 

(LSGA )
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Decentralization and Local 

Governance in Nepal 2

É 2000 Local Body Fiscal Commission

É 2001 Decentralization Implementation Plan

Budget Speech (2001/02): Sectoral
Devolution

É 2003 Local Body Strengthening 
Recommendation Committee

É 2007 Interim Constitution 

É 2006/7 Minimum Conditions and 
Performance Measures (MCPM)



11

Principles of LSGA   1

ÉDevolution of powers, 
responsibilities, means and resources

ÉBuilding and Development of 
Institutional Mechanism and 
Functional Structure

ÉDevolution of power to collect and 
mobiliza resources to discharge 
duties and responsibilities



12

Principles of LSGA 2

ÉOrientation towards establishing civil 
society based on democratic process, 
transparent practice, public 
accountability and peopleôs 
participation

ÉDevelopment of local leadership

ÉEncouragement of the private sector 
to participate in local self -governance
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Major Provisions of LSGA and 

Regulations   1

ÉParticipatory planning process 
(periodic/annual plans)

ÉOutline of tasks, functions, 
responsibilities, structures and 
composition of local bodies

ÉRight to Formulate By - laws
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Major Provisions of LSGA and 

Regulations 2

ÉDecentralization Implementation and 
Monitoring Committee (DIMC) and its 
Working Committee

ÉFinancial management and auditing 
system
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Major Provisions of LSGA and 

Regulations    3

É Local resource autonomy/mobilization

É Revenue sharing mechanism broadened 
(on royalties of electricity, forestry, 
tourism, land registration)

É Formula -based DDC grant allocation 
system implemented 

É Provision of Sub -national borrowing

É Local Body Fiscal Commission established

ÉRecognition of Local Bodiesô Associations



Local Development in Nepal

ÉLSGA has given local development 
roles to local bodies including 
primary health, basic education, local 
infrastructures and other socio -
economic activities

ÉThe central government provides the 
conditional and unconditional grants 
as well as mobilizes donor support 
for local delopment
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