Draft for Discussion

IMMEDIATE ACTION PLAN

 OF

 HIS MAJESTY'S GOVERNMENT

 TO

 EXPEDITE REFORMS
(Progress Review, as of 22 July 2002)

The Government is finalizing the Tenth Plan along with Poverty Reduction Strategy Paper (PRSP). The Medium Term Expenditure Framework (MTEF) has been adopted to further rationalize both resources and programmes. 

As part of the Tenth Plan/PRSP and the MTEF, the Government approved an Immediate Action Plan (IAP) aiming at effective management of public resources, prioritization of development projects and programs, enhancement of accountability and effective delivery of the public services. The IAP was put into operation immediately and is being implemented by various government agencies.

The government has also constituted a committee comprising the Ministry of Finance, the National Planning Commission, and the Office of the Prime Minister to monitor its implementation and to review progress on a regular basis. The Ministry of Finance took stocks of the implementation that is mentioned in the column "Progress".

A. Prioritization
	Actions
	Time Frame
	Immediate Indicators
	Outcome Expected
	Progress

	1. Prioritization of all expenditures, especially development activities, in 2002/03 budgets to make the budget realistic and also to reflect increased requirements for security by dropping low priority activities.
	Immediate
	Number of projects reduced to an affordable limit by applying appropriate criteria. 

Flow of resources for priority projects and security needs ensured.
	Effectiveness of public expenditure management improved.
	· Budget preparation for the fiscal year 2002/03 was guided by ongoing exercises of the 10th Plan/ PRSP and the MTEF.

· Investing for peace is the top priority of the income and expenditure statement. The issue of fungibility has been addressed by allocating full funding for the security needs.

· The number of projects were reduced to 470 from last years' 630 i.e. 160 projects have been discontinued applying two sets of criteria i.e. Relevance and Exclusion.

· For the first time, the Government came up with a separate annex (Annex-4) in the Income and Expenditure Statement for the Fiscal Year 2002/03, commonly known as "Red Book". This annex now covers 7 sectors (Education, Drinking Water, Health, Agriculture and Cooperatives, Irrigation, Roads and Power & Energy) with 100 projects as priority -1(P1).

· Prioritizing exercise in the remaining sectors is continuing and the National Planning Commission is scheduled to finalize MTEF by 16 August 2002 along with an estimation of resources requirements for the next 2 years.

· Arrangements have also been made to ensure necessary budget and timely release to those projects, which are annexed as Priority-1 in the Red Book.



	2. Resource allocation will be made consistent with the decentralization policy by:

· Allocating block grants to local bodies in 2002/03 not less than what has been allocated in current fiscal year.

· Channeling of funds through local bodies in the activities – agriculture extension, sub-health posts and basic and primary education, which are carried out at the local level while drawing up the 2002/03 budget.

· Developing poverty based formula for allocation of block grants among the local bodies in the budget of 2003/04 and its implementation.


	Immediate

Beginning from fiscal year 2002/03

Oct. 31, 2002
	Proportion of block grant in the overall budget remaining at least the same.

Proportion of actual fund released through local bodies in the respective sectors increased.

Progress in developing the formula.
	Local bodies empowered with more resources and fiscal decentralization realized soon.
	· Budget allocation for VDCs, Municipalities and the DDCs remained the same as of last year, despite severe resource constraints.

· Resource flow to local bodies and institutions increased due to additional grants for agriculture extension, sub/ health posts and educations i.e. School Management Committees.

· Expenditure Management Committee's Report has been submitted to the government. Guideline is being prepared for bringing uniformity in resource channeling to local bodies.

· The MOF has instructed concerned Ministries to channel the resources accordingly. 

· Guidelines (uniform) are being developed by the MOLD in consultation with the FCGO to further smoothen the release of allocated grants to the local bodies and institutions.

· Ground works are underway for developing poverty-based formula.

	3. Priority projects will be assured of full funding, and the release will be based on meeting agreed performance indicators. 


	Beginning from fiscal year 2002/03
	Mechanism in place to ensure timely release.

Percentage of actual fund release as compared with allocation.
	Budget and physical outputs adequately tied-up.
	· Development projects / programs have been classified into three categories i.e. Priority -1, 2 and 3 (P1,2&3) to handle the limited cash positions of the government. 

· Projects in Priority-1 (P1) are being allocated about 52 percent of the development expenditure of seven sectors. These projects will get one-third of the allocation in the beginning of the fiscal year

· Annual as well as four- monthly work programmes of projects in Priority -1 (P1) needs to be approved by the NPC within 15 days from the beginning of fiscal year 2002/03.

· Resources alteration or adhoc virements from projects in Priority -1(P1) is not permitted without NPC's prior approval.

· MOF has requested FCGO to develop projects-programmes indicators as a basis for budget release in order to reconcile allocation and expenditure for priority projects. And, the Ministries are requested to work in consultation with the FCGO to further streamline the release especially to the local bodies.

· Budget release for the projects will depend upon the performance. To monitor especially physical progress and to match release with performance, review format provided in Financial Administration Regulation (Annex-2) and Weightage Progress Report are being merged by the NPC as a new and improved monitoring format. This format, among others, requires further stipulation of expenditure and component wise outcomes. Moreover, the NPC is prepared to train officials of the concerned ministries on the usage of this format.

· Concerned Ministries are required to develop indicators / benchmarks for monitoring the outcomes.




	B. Implementation
	
	
	
	

	Actions
	Time Frame
	Immediate Indicators
	Outcome Expected
	Progress

	Education

4. Formulation of procedures for transferring management of primary schools to communities.

5. Transfer of public primary schools to community management and regular grants to school management committees in the form of block grants. 

6. Recruitment of primary teachers handed over to school management committee in community schools.

7. Freezing the recruitment of primary school teachers by the HMG.


	July 16, 2002

July 17, 2002

August 17, 2002

Immediately
	Agreement formats, outline of roles and responsibilities of communities and local bodies etc. are arranged.

100 primary schools handed over to school management committees and these schools receive HMG regular block grant.

Measures in place for recruitment of teachers in these schools (100) by school management committees.  
	Greater community control over the management of the schools ensured and quality of education improved.
	· Guidelines / Procedures for handover of Primary Schools with regard to school selection criteria, authority of School Management Committees, role and responsibilities of concerned agencies, auditing and accounting and agreement formats have been already drafted and are being finalized.

· Draft Amendment Bill to Education Act has already been forwarded to the Ministry of Law, Justice and Parliamentary Affairs to facilitate schools transfer within the legal framework. Schools will be selected by 31 July 2002 and 100 Primary Schools will be handed over to the School Management Committee (SMC) by 16 August 2002.

· Provision of block grant to SMC has been made though income and expenditure statement.

· Recruitment of Primary School teachers has been frozen through income and expenditure statement as well.

· Communication strategies are being designed to facilitate school transfers.

	Health

8. Management of sub-health posts by local committees. 

9. Verification of attendance of staff at sub-health posts by the VDCs before issuing pay cheques to them.

10. Arrangement for compulsory public notice in the sub-health posts regarding the range of services, fees, and opening hours to be verified by VDCs and DHO.

Civil Service Reform

11. Gradual elimination of vacant civil service positions.

	August 17, 2002

Beginning from fiscal year 2002/2003

July 17, 2002

Immediate


	Local Health Service Institution Operating and Management Committees functioning at least 20 sub-health posts in 10 districts.

Measure in place for such verification.

Level of compliance by sub health posts

At least 7,500 vacant civil service positions will be eliminated by September 2002.
	Greater community control over the management of sub-health-posts ensured and delivery of primary health care services improved.

Size of bureaucracy streamlined
	· 20 sub- health posts have been selected for hand over, Local Health Office Operating and Management Committees are expected to take fuller responsibility by 16 August 2002.

· Authorization letter including instruction to FCGO, MOLD and the MOH to comply with the arrangements of verification of attendance and salary payment has been made.

· MOLD and MOH have already been instructed to make arrangements for public notification of sub-health post related information and monitoring of the same. MOH has also instructed to its district units accordingly.

· Proposal for the elimination of 7,500 vacant positions in civil service has been submitted to the cabinet.

· Further review of other positions is expected to be completed by mid-October.


C. Accountability

	Actions
	Time Frame
	Immediate Indicators
	Outcome Expected
	Progress

	12. Publishing annual budget and report of actual expenditure (by local bodies and by line agencies) analyzed by districts at least quarterly.


	Beginning from fiscal year 2002/03
	Level of compliance by such institutions in publishing their budgets.
	Greater accountability of government service providers to intended beneficiaries.
	MOF has issued the letter of authorization containing instructions to carry out these actions to all ministries.

	13. Making arrangement for posting of budget allocation and expenditures at DDC/VDC offices, health posts, schools.


	Within two month of fiscal year 2002/03
	Level of compliance in posting of budget
	Transparency in budget allocation enhanced. 
	MOF has issued the letter of authorization containing instructions to carry out these actions to all ministries.

	14. Carrying out expenditure tracking exercise to establish the extent to which Government funds actually reach the points of service delivery. 


	September 17, 2002
	Result of at least one sample from fiscal year 2001/02 data made public. 
	Trickle down of resources at the actual point of service delivery assessed.
	Being carried out by FCGO.

	15. No significant increase in the government arrears of public utilities (electricity and drinking water)


	September 17, 2002.
	Settlement of accounts with NEA, DWC and so on.
	Financial health of these entities maintained.
	Three separate Committees on Arrears Settlement comprising representatives from MOF, FCGO, concerned ministries and Public Enterprises have already begun working on the issue and are expected to submit their reports by 16 August 2002.

	16. Adopting a time bound Action Plan for implementing major recommendations of Country Procurement Assessment Review.
	July 17, 2002


	Action plan in place and some small amendments to be made in Financial Administration Rules, 1999.


	Public procurement becomes efficient, transparent and accountable.
	· CPAR action plan has been finalized.

· Financial administration rules and regulations are being reviewed for necessary amendment and improvements.

· Steering committee has already been formed to draft Procurement Act.

	17. Public Works Guidelines made operational
	July 17, 2002
	HMG has already approved. Guidelines will be in operation.  
	Public works become more effective and transparent 
	PWG has been formally circulated by the MPPW. A separate Committee has been set up within the Ministry to monitor compliances.

	18. Adopting a time-bound Action Plan for implementing major recommendations of Country Financial Accountability Assessment (CFAA) and commencement of its implementation.


	July 17, 2002
	Action Plan in place and implementation started.
	Government financial accountability improved.
	· Action Plan for implementing CFAA has been adopted and implementation initiated.

· A high level task force is to be constituted to monitor the implementation of CFAA Action Plan.

	19. Developing a comprehensive Anti-corruption Strategy (ACS) and progress in the implementation of such strategy 


	August 17, 2002


	Progress in development of anti-corruption strategy and implementation of the strategy


	State of governance improved.


	A draft of Anti Corruption Strategy (ACS) has already been prepared. It will be finalized after consultations with the stakeholders. It is expected to be approved and adopted by 15 August 2002. 

Key elements of the ACS include:

· Establishment of a National Vigilance Centre (NVC).

· Citizen's Charter

· Time bound services delivery mechanism 

· Public awareness campaign 

· Action against bank defaulters

· Action against misuse of funds as reported by AGO




Note:  
HMG will come up with short-term Action Plan to continue, intensify and expand these reforms including other priority areas of reforms. 

Draft for Discussion

IMMEDIATE ACTION PLAN

 OF

 HIS MAJESTY'S GOVERNMENT

 TO

 EXPEDITE REFORMS
(Progress Review, as of 22 July 2002)

The Government is finalizing the Tenth Plan along with Poverty Reduction Strategy Paper (PRSP). The Medium Term Expenditure Framework (MTEF) has been adopted to further rationalize both resources and programmes. 

As part of the Tenth Plan/PRSP and the MTEF, the Government approved an Immediate Action Plan (IAP) aiming at effective management of public resources, prioritization of development projects and programs, enhancement of accountability and effective delivery of the public services. The IAP was put into operation immediately and is being implemented by various government agencies.

The government has also constituted a committee comprising the Ministry of Finance, the National Planning Commission, and the Office of the Prime Minister to monitor its implementation and to review progress on a regular basis. The Ministry of Finance took stocks of the implementation that is mentioned in the column "Progress".

A. Prioritization
	Actions
	Time Frame
	Immediate Indicators
	Outcome Expected
	Progress

	1. Prioritization of all expenditures, especially development activities, in 2002/03 budgets to make the budget realistic and also to reflect increased requirements for security by dropping low priority activities.
	Immediate
	Number of projects reduced to an affordable limit by applying appropriate criteria. 

Flow of resources for priority projects and security needs ensured.
	Effectiveness of public expenditure management improved.
	· Budget preparation for the fiscal year 2002/03 was guided by ongoing exercises of the 10th Plan/ PRSP and the MTEF.

· Investing for peace is the top priority of the income and expenditure statement. The issue of fungibility has been addressed by allocating full funding for the security needs.

· The number of projects were reduced to 470 from last years' 630 i.e. 160 projects have been discontinued applying two sets of criteria i.e. Relevance and Exclusion.

· For the first time, the Government came up with a separate annex (Annex-4) in the Income and Expenditure Statement for the Fiscal Year 2002/03, commonly known as "Red Book". This annex now covers 7 sectors (Education, Drinking Water, Health, Agriculture and Cooperatives, Irrigation, Roads and Power & Energy) with 100 projects as priority -1(P1).

· Prioritizing exercise in the remaining sectors is continuing and the National Planning Commission is scheduled to finalize MTEF by 16 August 2002 along with an estimation of resources requirements for the next 2 years.

· Arrangements have also been made to ensure necessary budget and timely release to those projects, which are annexed as Priority-1 in the Red Book.



	2. Resource allocation will be made consistent with the decentralization policy by:

· Allocating block grants to local bodies in 2002/03 not less than what has been allocated in current fiscal year.

· Channeling of funds through local bodies in the activities – agriculture extension, sub-health posts and basic and primary education, which are carried out at the local level while drawing up the 2002/03 budget.

· Developing poverty based formula for allocation of block grants among the local bodies in the budget of 2003/04 and its implementation.


	Immediate

Beginning from fiscal year 2002/03

Oct. 31, 2002
	Proportion of block grant in the overall budget remaining at least the same.

Proportion of actual fund released through local bodies in the respective sectors increased.

Progress in developing the formula.
	Local bodies empowered with more resources and fiscal decentralization realized soon.
	· Budget allocation for VDCs, Municipalities and the DDCs remained the same as of last year, despite severe resource constraints.

· Resource flow to local bodies and institutions increased due to additional grants for agriculture extension, sub/ health posts and educations i.e. School Management Committees.

· Expenditure Management Committee's Report has been submitted to the government. Guideline is being prepared for bringing uniformity in resource channeling to local bodies.

· The MOF has instructed concerned Ministries to channel the resources accordingly. 

· Guidelines (uniform) are being developed by the MOLD in consultation with the FCGO to further smoothen the release of allocated grants to the local bodies and institutions.

· Ground works are underway for developing poverty-based formula.

	3. Priority projects will be assured of full funding, and the release will be based on meeting agreed performance indicators. 


	Beginning from fiscal year 2002/03
	Mechanism in place to ensure timely release.

Percentage of actual fund release as compared with allocation.
	Budget and physical outputs adequately tied-up.
	· Development projects / programs have been classified into three categories i.e. Priority -1, 2 and 3 (P1,2&3) to handle the limited cash positions of the government. 

· Projects in Priority-1 (P1) are being allocated about 52 percent of the development expenditure of seven sectors. These projects will get one-third of the allocation in the beginning of the fiscal year

· Annual as well as four- monthly work programmes of projects in Priority -1 (P1) needs to be approved by the NPC within 15 days from the beginning of fiscal year 2002/03.

· Resources alteration or adhoc virements from projects in Priority -1(P1) is not permitted without NPC's prior approval.

· MOF has requested FCGO to develop projects-programmes indicators as a basis for budget release in order to reconcile allocation and expenditure for priority projects. And, the Ministries are requested to work in consultation with the FCGO to further streamline the release especially to the local bodies.

· Budget release for the projects will depend upon the performance. To monitor especially physical progress and to match release with performance, review format provided in Financial Administration Regulation (Annex-2) and Weightage Progress Report are being merged by the NPC as a new and improved monitoring format. This format, among others, requires further stipulation of expenditure and component wise outcomes. Moreover, the NPC is prepared to train officials of the concerned ministries on the usage of this format.

· Concerned Ministries are required to develop indicators / benchmarks for monitoring the outcomes.




	B. Implementation
	
	
	
	

	Actions
	Time Frame
	Immediate Indicators
	Outcome Expected
	Progress

	Education

4. Formulation of procedures for transferring management of primary schools to communities.

5. Transfer of public primary schools to community management and regular grants to school management committees in the form of block grants. 

6. Recruitment of primary teachers handed over to school management committee in community schools.

7. Freezing the recruitment of primary school teachers by the HMG.


	July 16, 2002

July 17, 2002

August 17, 2002

Immediately
	Agreement formats, outline of roles and responsibilities of communities and local bodies etc. are arranged.

100 primary schools handed over to school management committees and these schools receive HMG regular block grant.

Measures in place for recruitment of teachers in these schools (100) by school management committees.  
	Greater community control over the management of the schools ensured and quality of education improved.
	· Guidelines / Procedures for handover of Primary Schools with regard to school selection criteria, authority of School Management Committees, role and responsibilities of concerned agencies, auditing and accounting and agreement formats have been already drafted and are being finalized.

· Draft Amendment Bill to Education Act has already been forwarded to the Ministry of Law, Justice and Parliamentary Affairs to facilitate schools transfer within the legal framework. Schools will be selected by 31 July 2002 and 100 Primary Schools will be handed over to the School Management Committee (SMC) by 16 August 2002.

· Provision of block grant to SMC has been made though income and expenditure statement.

· Recruitment of Primary School teachers has been frozen through income and expenditure statement as well.

· Communication strategies are being designed to facilitate school transfers.

	Health

8. Management of sub-health posts by local committees. 

9. Verification of attendance of staff at sub-health posts by the VDCs before issuing pay cheques to them.

10. Arrangement for compulsory public notice in the sub-health posts regarding the range of services, fees, and opening hours to be verified by VDCs and DHO.

Civil Service Reform

11. Gradual elimination of vacant civil service positions.

	August 17, 2002

Beginning from fiscal year 2002/2003

July 17, 2002

Immediate


	Local Health Service Institution Operating and Management Committees functioning at least 20 sub-health posts in 10 districts.

Measure in place for such verification.

Level of compliance by sub health posts

At least 7,500 vacant civil service positions will be eliminated by September 2002.
	Greater community control over the management of sub-health-posts ensured and delivery of primary health care services improved.

Size of bureaucracy streamlined
	· 20 sub- health posts have been selected for hand over, Local Health Office Operating and Management Committees are expected to take fuller responsibility by 16 August 2002.

· Authorization letter including instruction to FCGO, MOLD and the MOH to comply with the arrangements of verification of attendance and salary payment has been made.

· MOLD and MOH have already been instructed to make arrangements for public notification of sub-health post related information and monitoring of the same. MOH has also instructed to its district units accordingly.

· Proposal for the elimination of 7,500 vacant positions in civil service has been submitted to the cabinet.

· Further review of other positions is expected to be completed by mid-October.


C. Accountability

	Actions
	Time Frame
	Immediate Indicators
	Outcome Expected
	Progress

	12. Publishing annual budget and report of actual expenditure (by local bodies and by line agencies) analyzed by districts at least quarterly.


	Beginning from fiscal year 2002/03
	Level of compliance by such institutions in publishing their budgets.
	Greater accountability of government service providers to intended beneficiaries.
	MOF has issued the letter of authorization containing instructions to carry out these actions to all ministries.

	13. Making arrangement for posting of budget allocation and expenditures at DDC/VDC offices, health posts, schools.


	Within two month of fiscal year 2002/03
	Level of compliance in posting of budget
	Transparency in budget allocation enhanced. 
	MOF has issued the letter of authorization containing instructions to carry out these actions to all ministries.

	14. Carrying out expenditure tracking exercise to establish the extent to which Government funds actually reach the points of service delivery. 


	September 17, 2002
	Result of at least one sample from fiscal year 2001/02 data made public. 
	Trickle down of resources at the actual point of service delivery assessed.
	Being carried out by FCGO.

	15. No significant increase in the government arrears of public utilities (electricity and drinking water)


	September 17, 2002.
	Settlement of accounts with NEA, DWC and so on.
	Financial health of these entities maintained.
	Three separate Committees on Arrears Settlement comprising representatives from MOF, FCGO, concerned ministries and Public Enterprises have already begun working on the issue and are expected to submit their reports by 16 August 2002.

	16. Adopting a time bound Action Plan for implementing major recommendations of Country Procurement Assessment Review.
	July 17, 2002


	Action plan in place and some small amendments to be made in Financial Administration Rules, 1999.


	Public procurement becomes efficient, transparent and accountable.
	· CPAR action plan has been finalized.

· Financial administration rules and regulations are being reviewed for necessary amendment and improvements.

· Steering committee has already been formed to draft Procurement Act.

	17. Public Works Guidelines made operational
	July 17, 2002
	HMG has already approved. Guidelines will be in operation.  
	Public works become more effective and transparent 
	PWG has been formally circulated by the MPPW. A separate Committee has been set up within the Ministry to monitor compliances.

	18. Adopting a time-bound Action Plan for implementing major recommendations of Country Financial Accountability Assessment (CFAA) and commencement of its implementation.


	July 17, 2002
	Action Plan in place and implementation started.
	Government financial accountability improved.
	· Action Plan for implementing CFAA has been adopted and implementation initiated.

· A high level task force is to be constituted to monitor the implementation of CFAA Action Plan.

	19. Developing a comprehensive Anti-corruption Strategy (ACS) and progress in the implementation of such strategy 


	August 17, 2002


	Progress in development of anti-corruption strategy and implementation of the strategy


	State of governance improved.


	A draft of Anti Corruption Strategy (ACS) has already been prepared. It will be finalized after consultations with the stakeholders. It is expected to be approved and adopted by 15 August 2002. 

Key elements of the ACS include:

· Establishment of a National Vigilance Centre (NVC).

· Citizen's Charter

· Time bound services delivery mechanism 

· Public awareness campaign 

· Action against bank defaulters

· Action against misuse of funds as reported by AGO




Note:  
HMG will come up with short-term Action Plan to continue, intensify and expand these reforms including other priority areas of reforms. 

12

