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Executive Summary

In fragile and post conflict states, the most effective aid instruments are often
those that are flexible and responsive to changing contexts. The Enabling State
Programme (ESP) has proven to be an adaptable and appropriate instrument for
supporting pro-poor governance in Nepal. It has provided timely and effective
support key actors in the governance sector and contributed to pro-poor
change processes.

The ESP has evolved over the course of its existence from a programme focused
on individual change advocates to one that focuses more on working with
organisations and coalitions for pro-poor change. Following a review in 2003, the
project’s logframe was revised. In 20085, its total budget was increased £19.5 to
27.5 million.

This OPR finds that the EPS is making substantial contributions to DFID’'s CAP and
ICAP. In particular the ESP is confributing to the CAP objectives on ‘Social
Inclusion’ and ‘Good Governance’ and to the ICAP objectives of ‘laying the
foundations for an effective and inclusive state’. The ESP also provides significant
benefits to DFID-Nepal as a clearing house for other governance initiatives.

This ORP finds that the ESP is likely to achieve its purpose (‘Nepalese reformers in
key areas of governance identified, encouraged and strengthened’)[score: 2]. A
review of purpose level OVIs shows that satellite projects have been mostly
successful but that it has been a challenge to scale up these projects during the
past 18 months. The ESP, however, has been successful in helping to build
coadlitions of reformers, developing government/non-government partnerships
(when possible) and linking reformers to external experience and expertise.

The ESP has continued to make progress towards most of its outputs. Specifically:

1. The ESP has helped to create a better understanding of change
processes in governance in Nepal through its commissioned analysis and
events. [score: 2]

2. Overall ESP exploratory activities and satellite projects have imparted a
better understanding of governance issue. The OVIs for this output have
all been largely achieved. In several cases, these interventions have been
very effective and timely. [score: 2]

3. The output related to the design, approval and launch of satellite projects
has only been partially achieved. Enough ESP and RDIF projects have
been launched to meet the OVI. However, there has been a significant
shortfall on expenditure on satellite projects (only £6.43 of a projected
£19.7 million has been spent).[score: 3]

4. The ESP has strengthened the capacity of project partner institutions and
they are largely better governed, better able to monitor and evaluate
their programmes and better able to access sustainable resources. [score:
2]
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5. The Rights Democracy and Inclusion Fund (RFID) has been a significant
success in supporting participation, inclusion and accountability in Nepal.
It has launched a wide range of projects, increased learning opportunities
on issues such as public participation and rules of the game, and
increased the availability of training for excluded groups. [score: 1]

The Management of the ESP has changed significantly since the project’s
inception in 2001 when the programme’s role was limited to overseeing the
development of new projects and supporting exploratory activities. Now the ESP
performs both these functions as well as managing satellite projects, overseeing
the RDIF and managing a range of DFID initiatives.

The review finds that the ESP is well managed and that ESP staff are competent
and committed. The capacity of the ESP Secretariat would benefit from being
strengthened and some procedures and decision making processes would
benefit from being streamlined and systematised.

The risks facing the ESP have changed significantly since they were last reviewed
in 2005. The peace process and the reinstatement of parliament have reduced
the risks facing the programme. However, a number of significant and new risks
have emerged and are spelled out in the body of the report. It is crucial that
these risks are re-evaluated with by the ESP, DFID and the Risk Management
Office periodically.

This OPR concludes with a range of recommendations and options for the future
of the ESP. The review team recommends that the ESP should be strengthened
during the next 16 months and then continued beyond 2008.

Recommendations for the next 16 months include:

e Boosting the capacity and staffing of the ESP in M&E, organisational
development, governance and public sector engagement. The ESP
would also benefit from greater capacity to handle other DFID
workstreams.

e Removing bottlenecks to funding activities including creating an ESP
steering committee to review and approve proposals.

e Developing a strategic framework for the ESP through which the
Secretariat can better prioritise and coordinate its activities.

e Exploring the potential to outsource ESP financial management.
e Strengthening the working relationship with the government.

e Improving ESP communications with key stakeholders and
communications between DFID and the ESP Secretariat.

e Exploring ways in which the ESP can engage with more organisations
based outside of Kathmandu.

The review team recommends that DFID begin planning for the future of the ESP
early in 2008, in conjunction with the development of the office’'s new CAP. This

OPR begins to explore some of key questions that DFID will need to address as it
charts the ESP’s future including:
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e Whether the ESP should continue to be a DFID project or become a
multilateral fund?

¢ Whether the ESP should have greater autonomy or even be spun off from
DFID as and NGO or foundation?

¢  Whether the RDIF should continue to be housed in the ESP?2

e How DFID should balance its engagement with both public sector and
civil society or if these functions should be split?]
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1 Review Background

1.1 The Enabling State Programme (ESP) so far

The Enabling State Programme (ESP) was launched in January 2001 as an
umbrella programme to support potential ‘change advocates’ within Nepal’s
governance sector. The programme’s original purpose was to create a critical
mass of advocates for change in Nepali society. To achieve this purpose, the ESP
aimed to identify individuals in positions of influence (in government and civil
society) and support their work through exploratory activities (EAs) and larger
satellite projects (SPs). Exploratory activities were intended to generate new
knowledge, insights and ideas, which could stand on their own or be developed
into larger, longer-term satellite projects.

The ESP was based on a four-stage change model:
Stage 1 - better practical understanding of governance;
Stage 2 - changes advocates influence decision makers;

Stage 3 - exploiting new-found desire for change through support for
major reform; and

Stage 4 - continuing improvements in new environment of pro-poor
governance.

It was initially envisioned that the ESP would have two phases linked to the first
two stages of the change model. Phase | (2000-04) would deliver ‘better
practical understanding of governance’ to change advocates. Phase Il (2004-
08) would focus on supporting ‘change advocates to influence decision
makers'. Delays in approval meant that Phase | was not launched until early
2001.

Funding of £19.5m was approved for Phase | with £13m allocated to satellite
projects and £6.5m allocated towards ESP's core costs (including operation and
management of an ESP Secretariat and funding of exploratory activities). It was
intended that Phase Il would be designed in detail fowards the end of Phase |
and would not proceed until Phase | had been evaluated. It was also envisaged
that DFID would need to develop a further project document and a new Phase |
logframe towards the end of Phase | and that the DFID Director, Asia, would
approve the Phase Il logframe and project document.

By the end of its first year of operation, the EPS faced a number of difficulties.
With the escalation of the conflict, the situation in Nepal had changed
significantly from the time when the programme was first conceived. Moreover,
the programme’s focus on identifying and supporting individual change agents
was proving to be problematic in practice.

An OPR was conducted in 2003. The OPR and the subsequent project
addendum made several key changes to programme design. The addendum
reduced the emphasis on the concept of ‘change advocates’. It recognised
that reformers could include organizations, coalitions and others. The
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programme logframe including the purpose was revised to reflect these
changes to the ESP. These changes were approved by DFID’s Director for Asia.

The 2003 addendum extended Phase | of the ESP (including the lifetime of the
ESP programme office of Secretriat) to January 2006 while allowing that Satellite
Projects might continue after that date. The addendum also suggested that
options for the continuation of Satellite Projects might include: (a) a second
phase of ESP, (b) partial continuation of ESP on a reduced basis, or (c) transfer of
responsibility to DFID-Nepal.

The 2003 addendum also narrowed the scope of ESP’s focus to those areas
falling within the DFID-Nepal Country Assistance Plan (CAP). An ESP advisory
group (comprised of representatives from government and civil society) was
established to provide an external reference panel for the programme.

A further review of ESP was conducted in early 2005. The objective of this review
was to assess the ESP’s progress toward achieving the new project purpose and
outputs set out in the 2003 addendum and the revised project logframe.

The 2005 Review reported that ESP’s performance was satisfactory, and that ESP
was contributing to DFID Nepal's CAP objectives. The 2005 Review
recommended that a second phase of ESP funding to take the project forward
to the end of 2008. A further Addendum was prepared in September 2005
capturing the recommendations from the 2005 Review. The Addendum
highlighted Nepal’'s changing political climate: in February 2005, the King had
declared emergency rule and the ESP had suspended its projects with the
Government of Nepal. The addendum also amended the 2003 logframe by
adding two additional outputs related to partner capacity building and the
newly established Rights, Democracy and Inclusion Fund (RDIF)—a fund
managed by the ESP and jointly funded by the UK, Australian, Swiss and
Norwegian governments.

In September 2005, a Submission was prepared and submitted for ministerial
approval based on the 2005 Addendum. The 2005 Submission asked for approval
to extend the ESP Secretariat to the end of 2008, and for allocation of an
additional £8 million to add to the original £19.5 million approved in 2000. This
raised the total allocation for ESP to £27.5 m. The new £8 million allocation was
broken down as follows:

e £0.5m for Secretariat expenses including approval of exploratory activities;
e £4.7m to add to the funds available for Satellite Projects; and
e £2.8m for the RDIF.

The 2005 Submission and project Addendum treated the ESP as an eight year
programme (January 2001 to January 2007) rather than a programme with two
distinct phases as envisioned in original project document and in the 2003
Addendum.’

1 DFID Nepal Extension Letter 23 September 2005.
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1.2 OPR objectives

This OPR has two broad aims. First it provides an output to purpose review (OPR)
of the ESP from January 2006 to August 2007. Specifically, the OPR:

e Examines ESP’'s achievements against the log-frame; and

o Assesses the effectiveness of ESP in supporting DFID Nepal’'s country
programme.

Secondly, the review explores options for ESP’s future during its remaining period
of its operation (September 2007 to December 2008) and beyond. Specifically:

¢ |t identifies key challenges and opportunities for ESP’s further work; and
¢ Recommends strategies and actions for ESP’s future beyond 2008.

See Annex 2 for the OPR’s terms of reference.

1.3 Review methodology

The OPR has been carried out by a three-member team consisting of Taylor
Brown (thelDLgroup), Pitamber Rawal Chettri (Central Department of Economics,
Tribhuvan University) and Chris Murgatroyd (Senior Governance Adyvisor, DFID
India). The evaluation was carried out from August 22 to 4 September 2007.

The OPR assessment was based on a review of background materials including:
the two previous OPRs, Project Addendums, management review and project
documents; OPRs and Project Completion Reports of individual ESP Satellite
Projects; DFID's CAP and Interim-CAP; ESP and RDIF annual reports; ESP internal
lesson-learning documents; and a range of published and unpublished ESP
documents.

The review team interviewed a wide-range of key stakeholders. These included:
e DFID advisors and administrators;
o All key members of the ESP Secretariat;

o Civil society organisations and government departments receiving ESP
funding;

¢ Arange of RDIF beneficiaries;
e RDIF funding partners (UK embassy, SDC, and AusAid); and

¢ Other donors and civil society organisations engaged in governance
support (e.g the World Bank, Danida and UNDP).

The interviews focused not only on past and current ESP engagement, but also
recommendations for future directions for the programme.

The review team took a two-day field trip to Jhapa District to visit several ESP
funded projects including:

e The Civil Society Anti-Corruption Project (CSACP);

¢ The livelihood support component of the Janajati Empowerment Project
(JEP);



DRAFT

e Therecently completed Community Mediation Extension Project; and

e The Jhapa District Women's Democratic Network Project, Women'’s
Committee.

The review team held a series of meetings with DFID’s governance advisors at
strategic points during the review. A wrap-up meeting with key DFID staff on 4
September provided an opportunity for feedback and broader discussion on the
team’s findings and recommendations from a range of DFID-Nepal staff.

1.4 Report overview
The report is divided into six sections:

¢ Following this introductory section, the review explores the ESP’s progress
towards its outputs and purposes;

e Section 3 examines the management of the ESP including monitoring,
evaluation and lesson learning arrangements;

e Section 4 explores risks and threats facing the programme and its satellite
projects;

e Section 5 explores the appropriateness of the current logframe; and

e Section 7 examines summarises the report’s recommendations for the
remainder of this phase of the programme (until January 2008) and
beyond.

2 ESP’s progress

This section summarises the EPS’s contributions to DIFD’s CAP and interim CAP
and its progress tfoward achieving the programme’s outputs and purposes.
Annex 4 contains the DFID the review form, capturing the OPR’s findings in
tabular form.

Overall, the OPR finds that the ESP’s purpose is likely to be achieved by the end
of the programme in 2008. In a fragile and fluid environment, the ESP continues
to make progress on improving the knowledge of change processes in Nepal
and in encouraging and strengthening reformers. The ESP is also on track to
achieve most of its outputs. The ESP is also making important contributions to
DFID’s CAP and Interim CAP by providing a flexible one stop shop for state
building and governance initiatives. The ESP will, however, have difficulty
disbursing its remaining funds before the end of 2008.

2.1 The ESP and DFID’s CAP

The ESP has helped DFID-Nepal to deliver on the objectives of its Country
Assistance Plan (CAP) (2004-8) and it's Interim CAP (2007-8).

DFID’s CAP has five objectives:

1. Peace Building—To help end violent conflict and create the conditions in
which the cause of poverty and conflict can be addressed;
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2. Growth for the Rural Poor—To help improve and diversify the livelihoods of
the rural poor;

3. Basic Services—To help improve basic services, especially fro the poor and
excluded;

4. Social Inclusion—To help women and excluded caste and ethnic groups
to achieve more equitable access to resources and opportunities; and

5. Good Governance—To help make the system of governance more
responsive to the interests of the poor and excluded.

For the initial period of this review (from January to December 2006), the ESP
aligned its activities to the CAP by focusing its resources on satellite projects and
exploratory activities that addressed:

e Anti-corruption,

e Access tojustice,

e Social inclusion, and
e Service delivery.

The ESP contributes directly to CAP objectives 4 and 5 and indirectly to
objectives 1 and 3. Most ESP and RDIF activities contribute to CAP objective 5 by
working to improve the responsiveness of political systems to the interest of the
poor. The ESP has also made significant contributions toward supporting social
and political inclusion of excluded groups in Nepal (CAP objective 4). These
conftributions have included: support to umbrella organisations working on behalf
of Women, Janajatis, Madhesis and Dalits; support to research and national
forums on socio-political inclusion; and support to the National Planning
Commission on inclusion issues.

In addition, ESP activities and projects contributed to the peace building
objective 1 through support to community mediation (e.g. the CMEP project)
and its support to improving awareness and knowledge of human rights and
political options for achieving sustained peace (e.g. constitutional options, the
role of federalism, and the role of the constituent assembly). ESP programmes
such as the CSACP also made a contribution to improving basic services in some
areas of the country (objective 3) through its work on anti-corruption.

In January 2007, DFID developed its Interim CAP (ICAP) in response to the
changes in Nepal’s political landscape and the peace settlement. The ESP has
aligned its activities with the ICAP by prioritising work in:

1. State building and policy formation,
2. Support to the Constituent Assembly election process, and
3. Social inclusion.

The ICAP has four objectives: 1) Support the immediate implementation of the
peace agreement, 2) help lay the foundations for an effective and inclusive
state, 3) promoting inclusive economic growth and 4) promoting aid
effectiveness.
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Of the ICAP objectives, the ESP is contributing most directly to objective 2 by:

e Conftributing to civic education and government preparations for the
Constituent Assembly Elections;

¢ Helping to strengthen the capacity civil society organisations to engage
government;

e Support to the National Planning Commission to develop a social inclusion
strategy;

e Help improve the transparency of revenue collection and expenditure
through support to the Ministry of Finance; and

e Improving ministerial coordination through the OPMCM project.

The ESP is also helping to deliver on ICAP objective 1 through support to the
constituent assembly elections, engagement with Madhesi exclusion issues, and
preparing the ground for improved public security through the PSSP project.

The ESP also contributes to aid effectiveness (objective 4) through the
management of the multi-donor RDIF project and is support to capacity,
effectiveness and corporate governance of Nepali civil society organisations.

In addition the ESP is providing support to the two DFID-Nepal in-house teams
developed to deliver on the ICAP: the Effective and Inclusive State Team (EIST)
and Inclusive Growth Team (IGT). The ESP has commissioned and managed a
range of initiatives on behalf of EIST including:

e A Participatory Governance Assessment, assessing poor and excluded
people's priorities and their perceptions of the state’s performance in
delivering services;

e An opinion poll exploring public attitudes and expectations towards the
government;

e Nepal's Country Governance Assessment (CGA); and

e Areview of the level of inclusion of poor and excluded groups in six of the
government's main targeted programmes (PAF, DECAW, DLGSP, RCIW,
LFLP, and DFDP).

2.2 ESP’s Progress toward its purpose

The ESP’'s purpose is ‘Nepalese reformers in key areas of governance identified,
encouraged and strengthened’. The Purpose’s OVls are three-fold:

1. Satellite projects are successful.
2. Satellite projects subsequently scaled up (where relevant).
3. Through exploratory activities or satellite projects:
3.1 Coalitions of reformers built,
3.2 Government/ non government partnerships developed, and

3.3 Reformers better linked to external experience and expertise.
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The phrasing of the project’s purpose and the non-quantitative nature of the
OVIs makes the evaluation of progress largely a subjective rather than an
objective judgement. However, the review team finds that progress has been
made during the review period and that the ESP’s purpose is likely to be largely
achieved. The ESP has continued to build on progress highlighted in the 2005
OPR. This progress has been made despite a particularly fragile and fluid political
environment, budget cuts to the ESP Secretariat and projects, and delays in
decision making as DFID Nepal has realigned its country strategy.

The additional resources and projects funded by the RDIF have also contributed
to the ESP’s progress toward achieving its purpose. The RDIF has enabled the ESP
to be more opportunistic and effective in supporting reformers and reform
processes in a rapidly evolving political context.

Progress toward individual purpose-level OVIs has been as follows.

2.2.1 Purpose OVI 1

Satellite projects have been largely successful in achieving their objectives. OPRs
of individual satellite projects paint a relatively positive picture of progress toward
outputs and purposes. From January 2006 onward, the ESP has overseen the 12
satellite projects. The performance of these projects based on individual project
OPRs and other reviews is presented in Table 1 below.

Table 1: Performance of ESP satellite projects

1. Integrated Financial Management Systems and Financial Classification Programme,

Ministry of Finance (July 2007 to June 2010)

e Too early to measure success: This project has only just begun and it is too soon
fo assess ifs progress.

e Comments: This project builds on successful previous DFID engagement through
the Financial Management Project (1994-2002)

2. Strengthening the Office of the Prime Minister and the Council of Ministers Project

(Phase 2) (May 2007 to April 2008)

e Too early to measure success.

e Comments: This project builds on successful previous engagement with the
OPMCM through the OPMCM Strengthening Project from 2003 to 2005.

3. Public Security Scoping Project, Ministry of Home (Mar 2007 to Jan 2008)

e Too early to measure success: This project has only just begun and it is too soon
fo assess its progress.

e Comments: This project is funded by DFID’s Global Conflict Prevention Pool and
is therefore not technically an ESP satellite project, though the ESP is responsible
for much of its implementation.

4. NFDIN Institutional Strengthening Project (Janjati Foundation Project), (Oct 2005 to

Sept 2008)

e Too early to measure success: This project has had a stuttering start as as the
political changes of April 2006 led to the dismissal of the foundation’s executive
committee. A new committee was appointed in July 2007 and the project has
now restarted.

5. Prisoners’ Legal Aid and Paralegal Services Project (Jan 2007 to Dec 2007)

e Too early to measure success: This project has not yet been reviewed, but spot
checks reveal progress toward its objectives.

6. Self-reliant Development of the Poor by the Poor Project, SDPPP) (Jan 2002 to Dec
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10.

2007)

Successful: The SDPPP has successfully met and surpassed most of its planned
outputs and its purpose. It has organised 14,842 community level groups across
60 villages development committees in five districts. SDPP has formed 61
cooperatfives and women and Dalit participation has exceeded targets set.
Comments: While the SDPPP has been very successful, it is essentially a
livelihoods project with a cross-cutting governance dimension. It may not have
made sense for the SDPPP to have been managed by the ESP in the first place.

Janajati Empowerment Project (JEP), (Sept 2004 to Aug 2007)

Largely successful: JEP has made progress toward its purpose of ‘increased
participation of Janajatis in socioeconomic and political processes’. JEP has
helped the Nepal Federation of Indigenous Nationalities (NEFIN) to achieve
greater voice for Janati peoples and has helped to influence policies and
politics of inclusion in fundamental ways. However, JEP has been less successful
in building ownership and capacity of NEFIN's constituent organisations or in
building engagement in Janijati issues beyond Kathmandu. Its socio-economic
empowerment programmes have also been of limited success.

Comments: An extension for this project is currently being considered.

Community Mediation Extension Project (CMEP), (June 2004 to May 2007)

Successful: This project has achieved its outputs and purpose. The CMEP and its
predecessor the Community Mediation Project (CMP) have established local
justice systems run by volunteer mediators in 90 VDCs of llam, Jhapa and Saptari
districts. The project has been endorsed by the formal legal system and most
mediation committees are now provided with material and financial support by
local government authorities. Amendments to the appellate and district court
regulations now allow formal courts to refer cases for community mediation.
Comments: This project built on the ESP funded Community Mediation Project
which ended in 2004. A stfrong case could be made for extending the CMEP
beyond August 2007.

Civil Society Anti-corruption Project (CSACP), (Jan 2005 to Dec 2007)

Largely successful: This project has been reasonably successful in achieving its
objectives. In programme districts, there has been increased awareness and
complaints about corruption. The project, however, has had less of an impact
on policy processes. CSACP requires a better monitoring framework and more
measurable indicators.

Comments: The CSACP was designed as a counterpart to DFID/DANIDA support
to Commission for the Investigation of Abuse of Authority (CIAA) which was
cancelled after the Royal takeover in 2005. This limited the impact of the CSACP
project.

Dalit Empowerment and Inclusion Project (DEIP), (Septf 2003 to July 2006)

Partially Successful: This project helped to improve the confidence and
competency of Dalit civil society in Nepal. As a result, Dalit organisations have
become more effective in lobbying for greater inclusion of Dalits in government
and civil society. The ownership of DEIP, however, was contentious throughout
the programme due to rivalries between member NGO leaders and a
contentious relationship between member NGOs and the management agent.

Comments: The use of a management agent to oversee the project initially hampered
the ownership of the project and capacity building of the Dalit NGO federation.

11. FNCCI Anti-Corruption Project (FACP), (Jan 2004 to Mar 2006)

Largely Successful: This project was reasonably successful in raising awareness of
corruption within the business community. It has helped to develop a business
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code of ethics and commissioned insightful analysis of the cost of corruption on
doing business in Nepal. The project, however, had a difficult utilising its budget
and was unable to establish a reporting mechanism on its code of conduct.

12. Patrakarita Pathsala Project (PPP, Journalism School Project) (Nov 2005 to Oct 2006)

e Successful: This project provided timely support to journalism in Nepal following

the media restrictions imposed in February 2005. The programme. The project
met its outputs and purposes by providing training to displaced journalists.
Following the reinstatement of parliament and press freedoms, the PPP provided
a lobby for the creation of High Level Media Commission to review national
media policies.

2.2.2 Purpose OVI 2

No existing projects have been scaled up during the review period. In several
cases, projects were of an inherently short term nature and scaling up was not
relevant (e.g. FNCCI Anti-Corruption Project and the Journalism School Project).
In several cases, however, successful projects with the potential for replication
and expansion (e.g. Civil Society Anti-corruption Project) have not been
extended or scaled up. Requests are currently pending to DFID to extend JEP
and CSACP, but these have yet to receive final approval.

Three factors have hampered the ESP’s ability to scale up existing projects during
the review period. These factors are outlined in more detail in section 2.3.3
below, but briefly, they are:

1. Cuts to DFID-Nepal’s framework in 2006 led to a temporary freeze on new
satellite projects and project extensions;

2. Political changes in Nepal during the project period also limited project
development as DFID developed its interim CAP and priorities to fit the
changed context; and

3. The creation of RDIF and developing RDIF projects has absorbed much of
the ESP Secretariat’s time.

2.2.3 Purpose OVI 3

OVI 3.1: The ESP has helped to build coalitions of reformers. The ESP has helped
reform-minded individuals and organisations coalesce around shared interests
and issues. This approach has been particularly evident on social inclusion issues.

ESP has helped to build codlitions of reformers in three ways:

1. ESP has provided support to umbrella organisations representing socially
and politically excluded groups. This support to has helped to strengthen
joint representation and advocacy for women, Dalit and Janajati groups.

2. ESP sponsored forums have brought key stakeholders together to explore
governance issues and exchange ideas. ESP sponsored forums involving
politicians, senior civil servants, civil society activists, donors, and
academics have helped to foster greater dialogue on issues such as the
Constituent Assembly, federalism, public security reform, and Dalit,
Janajati and Madhesi inclusion issues.
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3. The ESP has helped to bridge the supply and demand side of governance.
It has supported groups such as NEFIN and DNF improve their ability to
lobby government. At the same time, it has provided technical assistance
to the National Planning Commission (NPC) to develop the social inclusion
strategy for Nepal’s Interim Planning Document. This approach is likely to
improve the mainstreaming of social excluded groups in government
planning and programming (see Box 4).

Despite the achievements outlined above, the review team believes that the ESP
can do more to build coadlitions for pro-poor change (see section 6.1.6).

OVI 3.2: During the period of direct palace rule, the ESP did not engage directly
with government. It was, therefore difficult for the ESP to develop
government/non-government partnerships during much of the review period.
Since the peace settlement and the reinstallation of Parliament, however, the
ESP has supported forums and meetings through which government and civil
society actors have been able to improve their understanding of key
governance issues. As highlighted above, ESP's support to the NPC and umbrella
civil society groups has also helped to improve the voice and responsiveness
sides of state-civil society engagement.

At alocal level, some ESP projects have been able to bring local government
and civil society together through their district level coordination bodies (e.g. the
District Coordination Committees of CMEP and JEP, and the Corruption
Monitoring Network of the CSACP).

OVI 3.3: ESP and RDIF initiatives have been reasonably effective in linking
reformers to external expertise and experience. Throughout the review period,
the ESP has brought in local and international experts to strengthen local
reformers’ understanding of governance and to explore some of the political
and policy challenges currently facing Nepal. These processes have included:

e Professor Mick Moore of IDS, University of Sussex held three high level
workshops with government officials, academics and civil society activists
exploring his widely circulated paper: State Building in Nepal: Some Medium
Term Policy Ideas;

e Professor Brendan O'Leary of the University of Pennsylvania, facilitated a series
of debates exploring constitutional options for Nepal;

e Aseries of meetings with media, legal professionals, and former District
Administrators on security reform have linked external expertise with change
advocates to explore public security reform;

e Martin Chautari’s series of public hearings on the Madhesi movement; and

e The Asia Foundation’s study and presentation on Drivers of Legitimacy in
Nepal.

Beyond these events and forums, the review team believes that the ESP could do
more to link satellite projects to the experience and expertise of similar projects
in other countries. This does not need to be accomplished through exchange
visits—though in a few cases this may be appropriate. Instead, ESP staff need
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greater access to relevant experience beyond Nepal and greater access to the
latest thinking in governance (see section 6.1.1 below).

Box 1. The ESP during emergency rule and the transition

The ESP and RDIF proved to be particularly effective governance instruments
throughout the period of direct palace rule and in the months following the
reinstatement of parliament. As an established but flexible governance fund with
available funds, the ESP was able to provide an appropriate and effective home for
the RDIF and to support to a range of strategic initiatives in a relatively timely manner.
For instance, ESP sponsored meetings and research on the constitution and
constituent assembly during the royal takeover were timely and well attended. Once
political life returned, these meetings helped to inform debate on CA and
constitution. They helped to raise the quality of discussion and conftributed to a critical
mass of informed participants pushing for a CA and constitutional processes.

The ESP Secretariat, however, was under particular strain during this fime. Political and
other pressures on staff were intense leading to a change in ESP programme manager
and a change in office location.

2.3 Progress toward outputs

2.3.1 Output 1: Better understanding gained of change processes in
governance in Nepal

This output has been largely achieved during the review period. The OVI for this
output is that at least two reports are produced on change processes each
year. From January 2006 until the end of August 2007, eight reports related to
changes process in Nepal have been produced. These reports are:

1. Mick Moore: ‘State Building in Nepal' (2006);
NCCS'’s: ‘Nepal : Democracy and Constituent Assembly’ (2007);

SCOPE: ‘Federalism for Inclusive Democracy’ (2007);

> 0N

Neilsen: ‘Public Priorities, Expectations and Interaction with Government’
(2007);

5. NEPAN and ODI: ‘Governance and Citizenship from Below’, a
Participatory Governance Assessment (PGA) (2007);

6. The Asia Foundation: ‘Country Governance Assessment’ (CGA) (2007);
7. The Asia Foundation: ‘Drivers of Legitimacy’ (2007); and
8. Bredon O’Leary: Report on constitutional options for Nepal (2007).

These reports have undeniably contributed to a better understanding of change
processes in Nepal. However, the ESP should also ensure that it commissions
regular and replicable analysis of changes to governance in Nepal. Three of the
studies highlighted above (the CGA, PGA and Neilsen survey) provide a baseline
that might be used to assess the trajectory of change in Nepal in the coming
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years. These studies should be repeated annually or biennially and should feed
into the ESP’s overall monitoring framework (see section 6.1.7).

2.3.2 Output 2: Better understandi

ng of governance issues imparted

through exploratory activities and satellite projects

This output has also been largely
achieved. ESPs EAs and SPs have
contributed to a better
understanding of key governance
issues in the past year and a half. The
review period has seen significant
changes in Nepal's political
landscape and many ESP and RDIF
initiatives have made strategic and
timely contributions to key
governance debates.

The first OVI—'at least 8 events
(conferences, workshops, seminars
etc) per year, attended by key
parties (government, non-
government, donors) and evaluated

Box 2: ESP initiatives 2006-7

The ESP selected and launched:

42 exploratory activities (EAs) in 2006.

29 exploratory activities in from
January to August 2007.

RDIF has selected and started 18
activities since January 2006.

In addition the ESP has managed 29 small
DFID initiatives since April 2007 under
DFID’s State Building Initiatives Programme
(SBI) and the Social Inclusion Action Plan
(SIAP).

as being successful’—has been largely

achieved. The ESP and RDIF have organised 14 conferences, workshops or
seminars since January 2006. (3 in 2006 and 11 in 2007). Most of these meetings

have atftracted a key mix of change
servants, civil society activists, donors

advocates including politicians, senior civil
, and academics. While these meetings

have been well received, the ESP has not conducted a systematic evaluation of
theirimpact and it is therefore difficult to measure their ‘success’.

The second OVI—'at least 4 publications per year, evaluated as giving a better

practical understanding of governan

ce issues’'—has also been largely achieved.

The ESP has produced five formal
publications between January
2006 and August 2007. The ESP
and its partners have produced
a much wider range of less
formal publications and reports
over the same period of time.
Most publications and reports
have been launched through
well attended events and
workshops in which key actors in
government, political parties and
civil society participated.

Box 3

‘I would like to thank you for providing the book
entitled ‘Nirbachen Pranaliko Prarup’ for our
office purpose some time ago this book became
very popular and useful among party leaders,
cadres, trainers and frainees. This book provides
very clear and significant information about the
election systems in the world.

Now, may | request you to provide a least fifty
copies of this book

-Chief Secretary, Nepali Congress (D) Party, 29
June 2007

According to ESP and civil
society partners, these publications h

ave been well received. Demand for

several publications from key change advocates has been high (e.g. ESP has

had to print 3 additions of the Nepali

version of IIDEA's Handbook on Electoral
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Systems). However, as with the first OVI, systematic evaluation of the impact of
ESP publications is lacking.

The third OVI—that ‘the ESP employs other measures (as necessary) to
disseminate lessons from satellite projects'—has been achieved. The logframe
gives no quantitative or qualitative indictors of progress on this OVI. However,
over the review period, the ESP has used a range of other measures to
disseminate lessons from satellite projects including:

¢ A documentary on CMEP's approach to community mediation aired on
Nepal TV (2006);

e CMEP’s approach to rights-based community mediation was the topic of
training handbook for the New Tactics in Human Rights Project, The
Center for the Victims on Torture (2006);

e CSACP and members of the DNF have used street drama to disseminate
lessons learned; and

e CSACP has created monthly magazines, radio jingles and TV and radio
campaigns to advocate for transparency.

Box 4: ESP and RDIF influence on governance debates

In addition to progress made toward the OVIs noted above, several ESP and RDIF
activities have been influential in shaping key governance debates on:

e The electoral process: The Nepali version of the IIDEA Handbook on Electoral
Systems (funded by ESP) is being widely used by policy makers and politicians
to inform their views on the best options for Nepal's electoral systems.

e Social and political inclusion of marginalised groups (i.e. janajati, dalits,
madhesi, and women): Support to the National Planning Commission is helping
it fo integrate inclusion issues into its forthcoming Interim Plan.

e Public security: Engagement with the Home Ministry has helped the ministry to
set public security priorities in the run up the CA election.

o State building: Mick Moore's high level discussions and his widely circulated
paper, State Building in Nepal: Some Medium Term Policy Ideas presented
government officials and leading politicians with a range of new policy
options. Discussions stemming from this paper have led the Prime Minister's
Office and Public Service Commission to develop a strategy for more inclusive
civil service.

2.3.3 Output 3: Satellite projects in key governance areas designed,
approved and launched

The OVI for this output is that ‘a total of at least 20 satellite projects in key areas
of governance approved and launched during Phase 1 of ESP, which fully
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commit the revised [£19]2 million satellite project budget.’ This output has been
only partially achieved.

As was highlighted in section 1 above, the current ESP is a continuation of Phase
1 of the programme. Since the ESP’s inception in 2001, therefore, the programme
has approved and launched 18 satellite projects. In addition, 12 RDIF initiatives of
the scale, duration and intended impact of ESP satellite projects have been
approved and launched. The ESP also oversees the Public Security Scoping
Project, funded by DFID’s Conflict Prevention Pool.

The ESP has only approved and launched three satellite projects since January
2006. These are:

e Prisoners’ Legal Aid and Paralegal Services Project;

¢ Strengthening the Office of the Prime Minister and the Council of Ministers
Project; and

¢ Integrated Financial Management Systems and Financial Classification
Programme (Ministry of Finance).

The ESP has also submitted two project proposals to DFID which have been either
deferred or rejected: 1) the Kathmandu School of Law-criminal justice project
and 2) the sexual and gender minorities project.

The ESP faces a significant spending shortfall. The ESP has spent only £6.797
million on satellite projects out of a targeted budget of £19.7 million. Given the
time remaining in the project, the ESP will be unable to disburse its remaining
funds before the end of 2008. (The project Addendum 2005 states that no new
grants will be approved after 2007). A strategy for dealing with this significant
spending shortfall will need to be developed (see recommendations in section
6.1.2).

During the review period, three factors have hampered the ESP’s ability to
design, approve and launch SPs and to commiit its available funds:

1. DFID-Nepal’s overall budget was cut in 2006. As a result significant budget
cuts were passed on to the ESP. These cuts led to a temporary ‘freeze’ on
new satellite projects, cuts in the budgets of existing projects, and the
cancelling of projected staff recruitment in ESP. All of which hampered the
ability of the ESP to develop and scale-up existing projects.

2. Political changes in Nepal during the project period also limited project
development and approval. Throughout 2005 and early 2006, Nepal was
under direct palace rule. During this period, DFID and the ESP disengaged
with the government and cancelled significant satellite projects with the

2 As noted in Section 1, in the 2005 Project Addendum, the allocation for satellite projects
was raised from £15 to £19 million. This change, however, was not reflected in the 2005
logframe. The review team in consultation with DFID Nepal decided to report against the
£19 million figure as this reflects the infended expenditure of the project on satellite
projects. See section 5 for a discussion of confusion within the ESP and DFID over the
current ESP logframe.
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Prison Service, Police and Prime Minister’s Office (budgeted at around £2.4
million). The reinstatement of parliament following the Democracy Movement
in April 2006 and the subsequent peace settlement led to DFID to develop its
Interim CAP. During this period, decisions on project proposals have been
deferred.

3. Selecting and overseeing RDIF projects has also absorbed ESP resources and
staff time that might have otherwise been devoted to developing ESP
satellite projects. However, as highlighted above, many of these RDIF projects
are of similar focus and scale to ESP satellite projects.

2.3.4 Output 4: Management capacity of project partner institutions is
strengthened to improve transparency, accountability, monitoring
and ability to access sustainable resources

The ESP has largely achieved this output. Throughout the review period, ESP staff
and consultants have worked with partner organisations to build their capacity.
The review team, however, believes that the ESP needs greater ability to support
capacity building and monitoring within partner organisations and greater
capacity to monitor the ESP’s progress as a whole.

The first OVI—'improved financial management and governance practices’'—
has been largely met. ESP spot checks, external audits and OPRs report that the
financial and corporate governance practices of partner organisations have
improved while they have been running ESP-funded projects. In interviews,
partner organisations also provided concrete examples of how their financial
and governance practices have improved with ESP support. They also report
that they are now able to attract other sources of funding.

The ESP commissioned an audit company to conduct systems audits on six
satellite project partners in mid 2005 (FEDO, DNF, CVICT, RSDC, Pro-Public and
NEFIN). Following these audits, most partners developed action plans to
implement the audits recommendations. In mid 2006, follow-up systems audits
were carried out and most have shown positive changes in partner
organisations.

In 2006, the ESP appointed a finance and administration manager. This has
strengthened the capacity of
ESP to support its partners. The Box 5: Spot checks and organisational
manager conducts financial governance

orientation trainings for new
partners and works with project
administrators to develop

The ESP has supported the Association of
Political Science Students (APSS) with two
grants fo improve democratic practices in

better financial and student youth organisations. Although APSS
administrative systems. He also performed well at the beginning, a spot
carries out periodic spot checks | check by ESP programme managers

and observation visits on revealed that the APSS leadership is acting
partner institutions and provides without consulting its broader membership.
them with feedback on their The ESP has withheld funds until the APSS

progress. During project design holds a general meeting to discuss the issue.
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the finance and administration manager along with ESP programme
coordinators work with potential partners to ensure that their financial and
governance arrangements are adequate.

Several ESP partner organisations (NEFIN and DNF) had little initial capacity when
they first received funding from ESP. The ESP took different routes to capacity
building with each organisation. With DEIP, the ESP hired a project manager,
Total Management Solutions (TMS), to oversee the project. Although there was
some transfer of skills and systemes, this approach hampered project ownership
among consortium members and limited the development of DNF's own internal
capacity. ESP has taken a different approach with NEFIN, in part drawing on
lessons from the DEIP process. The ESP has concentrated instead on building the
capacity of NEFIN more directly through technical support.

The second OVI—‘improved capacity for monitoring and evaluation of project
impact'—has been largely achieved. All ESP funded projects since 2004 have
included mechanisms for monitoring, evaluation and lesson learning. Once
running, ESP Programme Coordinators have worked with partner organisations to
develop their monitoring systems. Project evaluations and annual reports carried
out during the review period, show a reasonable attention to monitoring of
impact within individual partner organisations. Quarterly reports and review
meetings have provided an opportunity for the ESP to learn from its programmes
and to provide structured feedback to partner organisations.

The RDIF is in the process of developing a set of monitoring and evaluation
indicators for each of its major projects. The RDIF's regular thematic meetings of
project partners, also provide a venue for monitoring and lesson learning.

The monitoring and evaluation capacity of partner organisations has
undoubtedly improved through ESP engagement. Much of this engagement,
however, has focused more on gathering information on the progress of ESP
funded projects than on helping partner organisations develop their own
monitoring and lesson learning capacity. The review team recommends that
more dedicated support is required to partner organisations and more M&E
capacity is needed within ESP itself if this output is to be fully achieved (see
section 6.1.1 and 6.1.7).

2.3.5 Output 5: New satellite projects and funds are supportive of
participation, inclusion and accountability.

This Output relates primarily to the RDIF and it constituent projects. The RDIF was
launched in February 2006 to promote democratic values, policies and
practices. The fund aims to support a stronger and more sustainable system of
democratic governance through support to 1) internal reform to political parties,
2) regulatory reform, 3) political inclusion of women and other marginalised
groups, and 4) increased democratic awareness among party cadres and
political forces. The RDIF is a multi-lateral fund with support from the UK, Swiss,
Australian and Norwegian governments.

3 (see 2005 ESP Project Addendum paragraph 3.7)
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In its first year and a half of operation, the RDIF has been effective in supporting a
wide range of projects supportive of participation, inclusion and accountability
and therefore has achieved output 5.

The first OVI—'at least 6 suitable projects identified within the first year, grouped
under a single fund’—has been achieved. Seven RDIF projects were launched in
2006 and 11 RDIF projects have been launched in 2007 so far. Of these projects:

e Seven focus on increasing awareness about the Constituent Assembly;
e Four focus on women'’s political inclusion; and
e Three focus on Dalit inclusion.

The remaining projects focus on: the role of justice in restoring peace, land rights
for tenants and landless households, political inclusion in the Karnali Zone, and
enhancing the quality of political parties.

The second OVI—'increased learning opportunities on issues such as public
parficipation and rules of the game’'—has also been achieved. Both ESP and
RDIF activities have created significant learning opportunities on public
partficipation and the rules of the game. Many of the events and forums
highlighted in Section 2.3.2 above, have provided key actors with a more in-
depth and comparative understanding of Nepal's political options. ESP and RDIF
sponsored initiatives on the Constituent Assembly, the constitutional process,
federalism, and the socio-political inclusion of Dalits, Janajatis, Madhesis and
women have helped shaped national debates on these subjects. The approach
to using televised public hearings addressing pressing governance issues was
pioneered by ESP and is now a staple of Nepali television.

The third OVI—'increased availability of training in public participation for
excluded groups'—has also been achieved. Training and public participation for
excluded groups has been enhanced through:

e Training and awareness raising activities around the Constituent Assembly
process with a particular focus on excluded groups (COCAS, NCCS, RWDC,
GMSA, NCARD, and JAGHRIT).

e Training for women'’s political inclusion provided by SWEET, Jagaran, and RSN
projects.

Since its inception, the RDIF has contributed significantly to the overall objectives
of the ESP. However, as was noted above, managing the RDIF as well as ESP
projects has put a strain on ESP capacity and resources. The review team
believes that the RDIF is well housed within the ESP, however, the ESP as a whole
requires more in-house capacity to ensure that both sets of programmes are as
effective as they can be (see recommendations in Section 6.1.1).
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Box 6: Changing the rules of the game for excluded groups

ESP activities have contributed to improved public participation of excluded groups
and helped to change the rules of the game by:

1. Strengthening representative bodies for excluded groups;

2. Funding forums where these groups can meet and engage with other key
stakeholders; and

3. Supporting government and political parties to respond to these interests.

For instance, ESP funding has contributed to greater social and political inclusion of
janajati and dalit groups. Support to janijati and dalit representative organisations
(NEFIN and Dalit NGO federation) has increased their effectiveness as collective
lobbies. This has been coupled with support to the national planning commission to
review progress of social inclusion and recommend improvements for Interim National
Plan.

This process has contributed to changing the rules of the game for excluded groups in
several key ways:

e NEFIN, the lead agency for the Janijati Empowement Project has successfully
lobbied for representation for each of Nepal’s ethnic groups in the Constituent
Assembly; and

e The forthcoming Interim National Plan is likely to have a genuine and cross-cutting
focus on improving social and economic inclusion in education, health, forestry,
agriculture and labour.

3 ESP Management

3.1 Management changes since inception

The management structure and responsibilities of the ESP has evolved since its
inception. Initially it was infended that DFID would manage ESP satellite projects,
while ESP’s role would be limited to overseeing the development of new projects
and supporting exploratory activities and reformers. In 2002, however, DFID
delegated the management of satellite projects to the ESP.

As highlighted in Section 1 above, the 2003 Project Addendum made significant
revisions to the ESP’s approach including the shift from a focus on individual
change advocates, a revision of the programme’s log frame, and a tightening
of ESP priorities to more closely align with those of DFID-Nepal’s CAP. The
Addendum established an ESP Advisory Committee comprised of
representatives from government and civil society. It also established the post of
Satellite Project Manager within the ESP Secretariat.

The 2005 Project Addendum recommended a number of management changes
to the ESP reflecting the creation of the RDIF and the intension that the ESP focus
more on capacity building of partner organisations. The Addendum called for
the appointment of a monitoring/evaluation and organisational development
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specialist, an RDIF programme coordinator, a finance manager, and a part-time
social inclusion specialist. At the same time, the Addendum infroduced a cap
limiting the ESP’'s administrative costs to a maximum of ten percent of
disbursements.

In 2006, the ESP appointed an RDIF coordinator, a senior programme coordinator
and a finance manager. Budget cuts, however, prevented the ESP from hiring a
monitoring/evaluation and organisational development specialist, an
exploratory activities officer, or the social inclusion specialist.

In mid-2007, the ESP began the process of hiring a project officer to work
alongside the RDIF coordinator to support the implementation of RDIF funded
projects.

Over time, the ESP has become a governance ‘clearing house’ for DFID Nepal. As
highlighted above, the ESP Secretariat now handles not only ESP exploratory
activities and satellite projects, but also the RDIF and a range of initiatives for the
Effective and Inclusive State Team (EIST) and the Inclusive Growth Team (IGT).
The ESP has done reasonably well in overseeing these various initiatives however,
the secretariat’'s mandate, capacity and strategic framework have not kept
pace.

3.2 ESP capacity limitations

A management review of the ESP was conducted in April 2007. Overall the
review found that ESP staff is doing their work well. This is an assessment with
which this OPR agrees. However, both the management review and this OPR
find that the ESP requires greater capacity to carry out its growing mandate. As
highlighted above, the ESP secretariat’s responsibilities have grown in recent
years, but staffing has only partially kept pace.

The creation of the RDIF and the delegation of other DFID governance activities
to the ESP (particularly those related to the Effective and Inclusive State Team)
have placed significant demands on ESP staff time over the past year and half.
This has limited the amount of time that staff can devote to core ESP tasks
including developing exploratory activities and satellite projects, supporting
existing satellite projects and monitoring and lesson learning. As highlighted in
section 2.3.3, this has been a factor in limiting the ESP’s ability to develop and
launch new satellite projects and to spend its budget.

Following the re-instatement of parlioment and the peace settlement, the ESP
has now re-engaged with government. The programme, however, has limited
capacity to work with government, particularly at a high level. Most senior ESP
personnel have a civil society background and none have the expertise or
experience of working on large scale projects within government.

One of the ESP’s strengths is its hands-on and supportive approach to project
formulation and implementation. This has enabled it to work with promising and
effective organisations which might otherwise not receive donor assistance. This
approach is also well suited for working in the complex and fluid political climate
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of Nepal. This approach, however, is labour intensive and DFID should consider
enhancing ESP ‘s capacity accordingly (see recommendations in Section 6.1.1).

3.3 ESP expenditure

As highlighted above, the ESP has chronically under-spent its budgetary
allocations. According to data from the ESP’'s Finance and Administration
Manager, the ESP has to date (August 2007) spent £10.55 million out of a total
projected budget of £27.5 million (38.36 percent). This does not include the
additional expenditures amounting to £ 0.2464 million allocated to the RDIF. The
actual budget allocated to the ESP has been smaller than the projected budget
in each year of the programme’s existence. The exploratory expenditures in
2005/06 exceeded the budget allocated.

In each year since 2003, however, the programme has also not spent its
allocation as Table 1 and Figure 1 below demonstrates.

Table 1: Budget allocation and expenditure (In GBP million)

ESP ESP ESP
Fiscal Management | Exploratory | Satellite
Particulars Year Cost Activities Projects | Total
Allocated budget | 03-04 0.324737 0.000442 1.195 | 1.962077
04-05 0.255489 0.278455 2.182 | 2.715944
05-06 0.251 0.369 2.535 3.155
06-07 0.2175 0.15 1.5275 1.895
Expenditure 03-04 0.273113 0.297661 | 0.865974 | 1.436748
04-05 0.22296 0.25652 | 1.816023 | 2.295503
05-06 0.1695 0.38542 | 2.264012 | 2.818932
06-07 0.120025 0.133435 | 1.03735 | 1.29081
Surplus 03-04 0.051624 0.144679 | 0.329026 | 0.525329
04-05 0.032529 0.021935 | 0.365977 | 0.420441
05-06 0.0815 -0.01642 | 0.270988 | 0.336068
06-07 0.097475 0.016565 | 0.49015 | 0.60419

Source: ESP, Kathmandu
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Figure 1: Budget Allocation and expenditures:
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The breakdown of ESP expenditure during the review period (January 2006 until
August 2007) is summarised in Figure 2 below.

Figure 2: Expenditure details

Expenditure Details from Jan 06 - Aug 07 (GBP in '000)

309.77 , 12%

225.39, 8%

D EA
@ Management

O Satellite Projects

2,149.70 , 80%

For the review period £2.685 million GBP has been spent. The percentage of ESP
expenditure devoted to administrative costs has largely declined since the
programme’s inception. During the review period administrative costs have
been less than the 10% ceiling stipulated in the 2005 Project Addendum. In the
financial year 2005/6 administrative costs were 6.0% of overall expenditure and in
2006/7 they were 9.3%.
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3.4 Decision making processes

The Office of the Prime Minister and the Council of Ministers (OPMCM) ostensibly
oversees the ESP and its individual satellite projects. In practice, however, this link
has been weak throughout most of the ESP’s existence and was severed by the
royal takeover in 2005.

The ESP Advisory Committee (AC) has been moribund since it was established in
2003. The committee only met once, shortly after it was established, but has not
met since. Instability within government and high turn over of senior civil servants
in the OPMCM and NPC contributed to the failure of the Advisory Committee.
However, in practice the AC had little mandate and government ownership. The
review team therefore believes that the AC is not worth reviving at this stage.

Currently, decisions on exploratory projects of up to £25,000 can be approved by
the ESP Programme Manager. However, a list of these proposed projects must still
ultimately be vetted by DFID. Each satellite project must also be reviewed and
approved by DFID. The ESP currently works with potential partners to develop
satellite projects proposals. These are then passed on individually to DFID’s
governance advisors for discussion, modification and potential approval.
Depending on work load, this entire process can take as much as six months. The
project approval process is too time consuming. DFID advisors feel that they
receive proposals (some of which they deem inappropriate) only at a late stage
of development, while ESP staff may be over-investing in the development of
projects that may or may not be ultimately approved by DFID.

3.5 Monitoring, evaluation and lesson learning

The ESP’s capacity for monitoring, evaluation and lesson learning has been
under-resourced since the programme’s inception. Both the 2003 and 2005 OPRs
noted that the ESP should have greater monitoring and evaluation capacity. This
continues to be the case, particularly since the 2005 Project Addendum set
capacity building of partner institutions as a project output. While existing staff
have done a reasonably good job in providing M&E support to partners and
capturing and disseminating lessons learned from ESP activities, the ESP needs
greater in-house capacity to conduct these functions.

The ESP secretariat hosts monthly risk management meetings for project partners.
These meetings also provide a forum for partners to share lessons and
challenges. The RDIF holds quarterly thematic sharing meetings for partners
working on inclusion, women's political participation, and the Constituent
Assembly election. RDIF funded organisations working on women's political
empowerment (e.g. FEDO, RSN, SWEET) have built on these meetings to initiate
their own monthly forum to discuss issues of shared interest.

4 Risks and threats

The risks facing the ESP have changed significantly since they were last set down
in the 2005 project Addendum. In many ways, the peace process and return of
parliament have reduced the risks facing the programme. However, a number
of significant risks remain and the political dynamics of Nepal remain unsettled.
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Given that Nepal is in political flux, the risks facing the ESP (as well as the
project’s assumptions) must be reassessed on a regular basis an in consultation
with DFID’s Risk Management Office.

Risks external to the PSNP include:

e Inability fo hold Constituent Assembly elections in a timely or free and fair
manner;

e CA elections produce an unstable coalition government that is unable to
function effectively and is prone to factionalism and collapse;

e Break down in the peace process including a Maoist return to armed
conflict, escalating unrest in the Terai and elsewhere undermining political
stability and security;

e Lack of wilingness of key political (Party) actors to pursue internal reform;
e Cuts to overall DFID-N aid framework;
e Changes to DFID priorities or personnel; and
e Donors & bi-laterals unable to coordinate their governance efforts.
Risks internal to the PSNP include:
e Projects funded by ESP used for party political purposes;
e Pressure on ESP to provide funding to ‘influential’ people;
e Government commitment to allowing ESP to continue;
¢ Weak management and accounting practices in Civil society; and

e ESP funded projects to excluded groups contribute to fragmentation and
Balkanisation of Nepal.

See Annex 3 for a draft revised risk matrix for the ESP.

The ESP is considered a medium risk project. Given the political nature of its
engagement (particularly under the RDIF) and the uncertain context in which
ESP operates, it might be argued that the ESP should have been classified as a
high risk project. However, since ESP has managed risk effectively throughout a
very challenging period of Nepalese history, the review team does not believe
that its risk rating should be revised upward.

5 Appropriateness of the current logframe

As was described in Section 1, the ESP’s logframe was substantially revised in
2003 and DFID’s Asia Director approved changes to the ESP’s purpose and
outputs. The logfame was partially revised again in 2005 with the addition of two
new outputs related to the RDIF and capacity building partner organisations’
capacity. These changes did not require higher level approval.

There was significant confusion about the ESP’s logframe during the course of this
OPR. During the processes of drafting the 2005 project addendum, the two new
outputs were added to the original 2000 logframe rather than the approved
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2003 logframe. This incorrect logframe was then included the 2005 Project
Addendum. Unfortunately, this error was not detected by DFID-Nepal or the ESP.
Since the end of 2005 therefore, DFID and the ESP have worked to and reported
against this version of the original 2000 logframe rather than a version of the
approved revised logframe of 2003.

Once this error was discovered by the review team, we were able to recreate
the 2005 logframe as it was intfended to be (including the two new outputs of
2005). This ‘intended’ logframe forms the basis of this OPR and is contained in

Annex 1.

Crafting an appropriate logframe for a flexible and responsive governance fund
such as the ESP is challenging—particularly in a fragile state. Nonetheless, the
review team recommends that the current (‘intended’) logframe is further
revised. There are four aspects of the logframe that would benefit from further
consideration:

1. The ESP and its DFID counterparts needs to invest fime in understanding
the programmes logframe to ensure that all staff are now aware of the
project’s purpose, outputs and activities. In particular, DFID and the ESP
need to have detailed and ideally facilitated discussions to reach a
common understanding of the meaning of the purpose of the ‘intended’
logframe and its OVIs.

2. If the ESP is going to continue to act as a clearing house for other DFID
governance activities, the ESP’s logframe should reflect this in ifs
objectives and activities.

3. Level of programme ambition and OVI quality: the original (2000)
logframe was rightly deemed to be too ambitious, particularly given
Nepal's changing political context. However, the level of ambition
expressed in the new logframe’s output OVIs may be too modest. For
example, is the ‘production of two reports’ the most powerful indicator of
a ‘better understanding gained of change processes in governance in
Nepal'e

4. The ESP’s logframe and in particular its OVIs could do more to reflect and
mainstream social inclusion issues. Are data disaggregated by gender,
ethnicity and caste where appropriate? Is the inclusiveness of funded
organisations being fracked and strengthened? See DFID-Nepal’s ‘How
to Notes’ on Livelihoods and social inclusion monitoring and analysis

If DFID considers continuing ESP support beyond EOP of December 2008,
planning an initial discussions on the new logframe should begin in early 2008
along side the development of the next phase of the programme.

6 The future of the ESP

The next few years may be crucial to the future of governance in Nepal. In the
run up to the projected constituent assembly elections and beyond, there is an
opening in which the rules of the game in Nepal might shift in a pro-poor and
more inclusive direction. The ESP and the RDIF are well placed to support this
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process through engagement with government and civil and political society.
Even if the CA elections do not take place—as is now a distinct possibility—there
is a continuing and pressing need for the ESP’s flexible and responsive approach
to funding governance activities in Nepal.

The ESP’s current under-spend means that the programme has significant
resources to devote to supporting exploratory activities and satellite projects in
the remainder of 2007, 2008 and beyond.

This review therefore recommends that DFID strengthen rather than wind down
the ESP in 2007-08. The review team also recommends that the ESP be continved
beyond 2008 (see section 6.2 below).

6.1 Recommendations for the remainder of ESP (October 2007
to December 2008)

To achieve its objectives in full, the ESP needs to be faster in processing and
approving proposals, more tactical in its support and fitter for purpose in its
capacity and organisational structure. With these factors in mind and with the
review team'’s recommendation that the ESP should be continued beyond 2008,
we recommend the following actions be taken to strengthen the ESP in the next
16 months. Of these recommendations, the most pressing relate to capacity
(6.1.1) and bottlenecks (6.1.2). Other recommendations could be phased in 2008
and integrated into the planning for the next phase of the programme.

6.1.1 Boost capacity and staffing of the ESP

Previous OPRs and Project Addendums have recommended that the ESP be
provided with greater capacity. Budget cuts and changing priorities, however
have prevented these recommendations from being followed. The review team
recommends that DFID again consider boosting the capacity of the ESP in the
following areas:

¢ Monitoring, evaluation and lesson officer: The ESP would benefit from hiring a
dedicated staff member to build M&E and lesson learning capacity within
satellite and RDIF projects, to monitor and learn lessons from exploratory
activities, and to learn build a clearer picture of the overall progress of the
ESP.

¢ Organisational development capacity: In order to achieve Output 4 fully, the
ESP’s needs not only more M&E capacity it also needs more capacity to
support the organisational development of its partners. This capacity could
be provided by either hiring an organisational development advisor (perhaps
combined with the M&E officer) or by contracting-in a local management
consultancy.

e Governance advisor: The ESP would benefit from greater capacity to
understand and strategically engage with governance issues in Nepal, to
develop a strategic framework for the programme, and to draw on
experience and best practice in other countries and programmes. The review
team, therefore recommends that the ESP consider appointing a
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governance advisor. This post could be filled through secondment of an
adyvisor from DFID, a local hire, or periodic inputs from a senior governance
consultant.

¢ A senior public sector advisor: In the current political context, the ESP needs
to build stronger engagement with the government. However, as highlighted
above, ESP staff lack the experience and seniority to engage with high level
government officials. It is therefore recommended, that the ESP hire a senior
adyvisor to spear-head government engagement. The incumbent could also
head any ‘public sector support unit’ within the ESP (see Section 6.2.3).

e Capacity to handle other DFID workstreams: The ESP would benefit from
greater in-house capacity to manage the work load generated by other
DFID programmes. At the moment, overseeing DFID initiatives detracts from
the Secretariat’s ability to conduct its core functions. The programme
managers job description, for instance, makes no mention of managing other
initiatives on behalf of DFID. Yet in practice, a third of her time is probably
devoted to these tasks. If the ESP is going to continue to fullfill this useful
function for DFID, it requires greater clarity about its roles and responsibilities
vis-a-vis DFID initiated activities and greater capacity to manage these
activities.

In the 2005 Project Addendum, a cap of 10 percent of disbursements was
placed on the ESP's administrative costs (2005 4.1.3). The review team
recommends that this cap is lifted. Such a low ceiling on administrative costs is
unrealistic considering the hands on and flexible approach to project design
and support envisioned in the ESP and the range of non-ESP projects that the ESP
manages on behalf of DFID.

ESP capacity can also be enhanced by ensuring the Secretariat has greater
access to internal DFID governance resources. Providing access to the
Governance and Social Development Resource Centre (GSDRC), for instance,
would help ESP staff to access the Iatest thinking on governance. There is also
potential to develop links and call down support from DFID research centres such
as the Crisis States Research Centre and the Centre for the Future State.

6.1.2 Removing bottlenecks for funding activities in the next 16 months
and beyond

As highlighted above, the ESP faces a number of bottlenecks in selecting,

approving and financing EAs and SPs. If the ESP is going to have an impact in the

next 16 months and beyond it is crucial that these bottlenecks are swiftly

addressed. Specifically, the review team recommends:

o Establishing an ESP steering committee to review and approve EAs and
project proposals. It is recommended that the ESP committee meet monthly
to:

v' review and approve the list of proposed EAs (already approved by the
ESP programme manager),

v' review SP concept notes, and
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v' review and approve full SP proposals.

It is recommended that the committee be comprised of DFID's governance
adyvisors, its social development advisors and the Deputy Programme
Manager. The ESP’s programme manager would play an executive role in the
committee.

The committee should speed up decision making on proposals by providing a
fixed time and place for deliberation. It should also provide more structured
and frequent engagement between DFID advisors and the ESP programme
manager over projects in different stages of development. This approach has
worked well for the RDIF. It will be important that the ESP Secretariat prepare
concise summaries of proposals to ensure that the steering committee can
make efficient decisions.

o Drop December 2007 deadline for satellite project proposals. The 2005 Project
Addendum states that ESP can approve satellite projects only until 31
December 2007. Sticking to this deadline would prevent the ESP from
approving any further projects. Extending the deadline would enable the ESP
to respond to the evolving governance agenda during the coming months,
allow for a continuing flow of projects if the ESP is extended beyond 2008,
and allow some of the ESP’s unspent funds to be committed.

¢ Transfer resources from satellite project budget to exploratory activities. The
ESP has been more effective in allocating its budget to exploratory activities
than it has to satellite projects, for the reasons highlighted in Section 2.3.3
above. The review tfeam recommends that up to a million pounds be made
available for satellite projects in the remainder of 2007 and 2008 to enable
the ESP Secretariat to fund worthy initiatives and finance activities referred to
the ESP by the RDIF.

6.1.3 ESP financial management

During the review mission, DFID-Nepal encouraged the ORP team to review the
ESP’s current financial management. The ESP is currently managed under an
imprest system. This management system places an administrative and financial
burden of time and human resources on both DFID and the ESP Secretariat.
Outsourcing these financial duties to a third party would reduce this burden and
enable the ESP’s Finance and Administration team to devote more of their time
to supporting ESP funded projects.

The review team recommends that DFID consider contracting out the ESP’s
financial management, if it can be done with little disruption to the ESP and its
partner organisations. The review team, however, does not recommend that the
management of the ESP as a whole is confracted out to a consultancy as is the
case, forinstance, with the APPSP and LFP. There are a number of reasons for
this:

e The ESP currently provides DFID with an outlet for a range of governance
and inclusion initiatives. Outsourcing the programme would make such a
flexible and useful arrangement difficult.
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e One of the key strengths of the ESP is that it is Nepali run and managed
organisation. The management team is settled and effective. If put to
tender, there is a good chance that these achievements might be lost.

e Full outsourcing runs the risk of disrupting ESP operations, precisely when
the ESP needs to be at its most effective and pro-active.

6.1.4 Working with government

The ESP has recently re-engaged with key facets of the Government of Nepal
including the Ministries of Finance and Home, the Office of Prime Minister and
the Council of Ministers, and the National Planning Commission. The ESP should
build on these openings and work with government to develop proposals to
strengthen the government capacity, inclusiveness and responsiveness. To do so
will require greater internal ESP capacity for engaging at high levels of
government (as recommended in Section 6.1.1 above).

The ESP also needs to re-establish a formal working relationship with the
government. But as was noted in Section 3.4, both the formal link between the
ESP and the OPMCM and government participation in the ESP Advisory
Committee have not worked in practice. The review team recommends that the
appropriate window of engagement with government is through the Ministry of
Finance's Foreign Aid Coordination Division (FACD). It is recommended that the
DFID and the ESP consider providing the FACD with a brief summary of ESP plans
and resources and that this is followed by periodic (quarterly updates on
activities). This approach provides for dialogue and transparency with the
government without creating an undue burden for either the ESP or the
government partners.

6.1.5 The RDIF

The review team recommends that at least until the end of 2008, the RDIF is kept
under the umbrella of the ESP. Housing the RDIF within the ESP allows for
economies of scale, scope for shared capacity (e.g. in monitoring and
evaluation and lesson learning), and opportunities for coordination. The hiring of
an RDIF project officer to work along side the RDIF coordinator, should reduce
the pressure that the RDIF has placed on ESP staff. While the appointment of a
new firm to manage RDIF finances should, hopefully, speed up disbursements to
project implementers.

To a certain extent the RDIF and ESP compete with each other for applications.
While the RDIF has a more overtly political focus, many of the projects funded by
the programme could have equally received supported from the ESP. Both the
ESP and RDIF, for instance, are providing support to the Constituent Assembly
elections. While some overlap between the two funds is desirable, there should
ultimately be greater clarity between the work-streams of the two funds.
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Since its inception the RDIF has received more proposals than the ESP (295 versus
a total of 111 proposals for both SPs and EAs).# With this in mind, it is important
that the two funding windows work more closely together and that promising
RDIF proposals for which the RDIF lacks funding should be passed on to the ESP
for consideration.

See section 6.2 for a discussion of the options for the RDIF beyond 2008.

6.1.6 Strategic Framework and improved understanding of change
processes in Nepal

To ensure that the ESP adds up to more than the sum of its parts, the review team
recommends that the ESP should invest in developing a strategic framework with
which to prioritise and better coordinate its activities.

The four-fold change model that underpinned the ESP’s original programme
design was largely abandoned following the first OPR in 2003. However, a more
dynamic and nuanced framework for understanding pro-poor change and how
outside actors might support it was never developed in its place. As a result,
while individual ESP projects have been successful and in some cases have
linked together to support substantive change, the ESP Secretariat’s decisions
about what to fund and how different activities link together to bring change are
often ad hoc.

As a credible funding body supporting both civil society and the state, the ESP
has a comparative advantage in fostering coalitions and constituencies of
change and providing bridges where the ‘demand’ and ‘supply’ sides of
governance can meet. To achieve this, however, the ESP needs:

1. to develop a more systematic and tactical understanding of how to
support such coalitions and constituencies for change—drawing on
recent insights into the dynamics of change developed by DFID and other
development actors; and

2. amore grounded understanding of how change occurs in Nepal,
including a better grasp of the degree to which the informal socio-
political ‘rules of the game’ have changed due to the conflict.

An effective strategic framework will help the ESP Secretariat make bigger
strategic decisions about which issues or themes on which to focus engagement
and smaller decisions about what EAs and SPs are likely to have the greatest
impact on pro-poor governance. It would also help to clarify the ESP’'s mandate
vis-a-vis the RDIF and DFID.

6.1.7 Monitoring, evaluation and lesson learning

In addition to appointing an M&E and lesson learning officer, the ESP would be
strengthened by developing a more systematic approach to monitoring and
lesson learning. Improvements might include:

4 During the review period, the ESP received proposals for 6 satellite projects and 105
exploratory activities, while the RDIF received 295 proposals.
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RDIF's recent work on developing a more systematic approach to M&E
should be extended to and synchronised with the ESP projects.

The ESP Secretariat should consider carrying out more systematic
evaluation of the uptake and impact of its meetings, workshops and
publications. This can be achieved through peer review, follow up
questionnaires, interviews and surveys.

The ESP should consider the ways in which its monitoring framework and
the OVls in its logframe can frack and highlight social inclusion issues (see
DFID’s ‘How to Notes’ on livelihoods and social inclusion monitoring and
analysis).

The review team should explore ways to foster greater cooperation and
lesson learning between partner organisations. At the moment, the
emphasis of satellite project meetings tends to be on risks and security
issues rather than lesson learning and networking. It may also be possible
to foster greater networking and lesson learning between ESP’s local level
partners at the district and VCC level.

The ESP could do more to share reports, workshop findings and other
analysis with DFID. During this OPR, key DFID staff mentioned that would
benefit from being better informed about ESP funded analysis and events.
This should be incorporated into the ESP’'s communication strategy
(below).

The ESP should consider commissioning regular and replicable analysis of
changes to governance in Nepal (see section 2.3.1). Recent work by DFID
Nigeria on Institutional Change Monitoring could be instructive.

The ESP should consider doing more to document the specific change
processes in which its projects have been engaged (e.g. community
mediation, social inclusion, anti-corruption advocacy, etc.).

Over the past half decade, the ESP has developed significant experience
in coping with and managing risk. The ESP should do more to capture this
experience for both its own future actions and for others working in Nepal
and in other fragile states. This lesson learning exercise could be done in
conjunction with DFID’s Risk Management Office (RMO).

Communications

Current and potential ESP partners (particularly in government) are not always
clear about the ESP’s role and its relationship to DFID. Awareness of the RDIF,
however, is higher following its high profile launch. The ESP should consider
investing in developing a communication strategy for improving awareness of
what the programme does and how it works.

Communication between DFID and the ESP could also be improved. ESP staff
sometimes feel that they are the last to find out about changes to DFID thinking,
while, as highlighted above, some DFID staff believe that they should be more
aware of ESP funded research and results. Monthly meetings between the ESP
and the Steering Committee should help to improve DFID-ESP communication.
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6.1.9 Geographic reach

The ESP should explore ways to move beyond the Kathmandu Valley. ESP and
RDIF programmes and activities reach almost all of Nepal’s districts. However,
most ESP funded organisations contfinue to be based in the Kathmandu Valley
and most ESP events continue to be Kathmandu-centric. The RDIF coordinator
estimates that roughly 80 percent of funded projects originate from Kathmandu.

The ESP needs to explore ways in which it can engage more directly with
organisations in other parts of Nepal. This may entail establishing fixed project
office in another part of the country (as was proposed in the original project
document) or it may entail a more fluid approach with local calls for proposals
and periodic trips by members of the Secretariat to different regions of Nepal.

6.1.10 Clarity on ESP objectives and logframe

Given the confusion over the ESP’s logframe (and its purpose and objectives)
during the course of the OPR, ESP should consider holding a facilitated discussion
around the ‘intended’ logframe for the programme and its implications for
programming and monitoring. Ideally, an adviser from the DFID-N office will be
included in some elements of the log frame discussion.

Potential activities for the ESP:

The ESP might explore funding some of the following activities and satellite projects in the
coming months:

e Support a Resource Centre for Constituents Assembly. The ESP might consider revisiting its
stilloorn Parliamentary Support Resource Centre project and reconfigure it as resource
centre for CA. If the CA elections take place and the CA convenes, it has the opportunity
to rewrite the formal rules of game in Nepal. To do so in an informed and efficient manner
its members will require significant backstopping on key issues (federalism, comparative
constitutional processes, human rights, electoral systems, etc.)

e Compile a comprehensive and updatable ‘map’ of key instifutions, posting and
individuals who are in positions to influence reform. The ESP’s current database provides a
start, but is far from comprehensive and focuses primarily on individuals.

e Compiling a detailed ‘map’ of existing and planned governance inifiatives in Nepal.
There is currently no such updatable list with which donors, civil society and government
can assess what is being done and by whom.

¢ Analysis of how the conflict has substantively changed ‘the rules of the game’'. How have
local level socio-political relations been transformed and how have they remained the
same? What openings does this provide for lasting change?

. The ESP might consider greater engagement with the private sector on governance
issues. This could include analysis of and engagement with government and private
sector stakeholders on ways to improve the private sector enabling environment. Lessons
would have to be drawn from the FNCCI Anti-Corruption Project.

6.2 Options for the ESP beyond 2008

The review team recommends that DFID consider continuing the ESP beyond its
current project completion in 2008. This OPR finds that the ESP has been broadly
effective in its support to improving governance in Nepal—particularly
considering the challenging political context in which the EPS has operated. The
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review team also finds that the basic approach of the ESP (combining support to
satellite projects and exploratory activities) should form the foundation of the ESP
in the future. The ESP is far from perfect. But it works and it provides a flexible and
pro-active funding window for supporting change in Nepal. It also provides a
useful clearing house for other initiatives which DFID-Nepal cannot administer
itself. In the current uncertain climate, this is ‘good enough’.

It is suggested that discussions about the future shape of the ESP should begin
early in 2008 along side the development of the new CAP. This fiming would
allow ample scope for exploring alternative futures for the ESP and provide
reassurance for current ESP staff.>

Key questions that should be explored in this planning process include:

e Whether the ESP should continue to be a DFID project or become a
multilateral funde

¢ Whether the ESP should have greater autonomy or even be spun off from
DFID as and NGO or foundation?

¢ Whether the RDIF should continue to be housed in the ESP?2

e How DFID should balance its engagement with both public sector and
civil society or if these functions should be splite

The sections below explore these questions and present DFID-Nepal with the
likely trade offs entailed in pursuing different future options for the ESP.

6.2.1 Multilateral vs. DFID programme

If other donors show significant financial interest in funding the ESP, then
reinventing the programme as a mulfilateral programme should be explored
(with HUGOU, USAID, AusAid etc). Joint funding should not, however, be pursued
for its own sake. The ESP has worked well under its current bilateral structure.
Moreover, it may prove to be difficult for DFID to use the ESP as a portal for DFID
governance initiatives if it is managed as a multilateral fund.

It may make more sense for DFID to invest in harmonisation through the donor
governance group and better coordination between existing governance funds
(e.g. HUGOU) than to invest in transforming the ESP into a multilateral fund. This
would allow donors to share and harmonise their approaches without having to
invest in creating a unified funding window for support to better governance.

6.2.2 Greater autonomy for the ESP

The ESP could be spun off from DFID as an autonomous foundation or NGO
along the lines of the Tanzania Civil Society Foundation or Bangladesh'’s

5 The strength of the ESP is in its staff (as both the management review and OPR have
noted). It has taken several years to recruit and build a strong team. DFID-Nepal should
note that key staff members are understandably likely to begin to look for positions in
other organisations if they are not reassured that support to the ESP is likely to continue
beyond 2008.
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Manusher Jonno Foundation. This approach would provide the ESP with
independence and local ownership. An independent ESP could be funded bi-
laterally or through multiple donor contributions.

The trade offs with this approach in Nepal at the moment are two-fold. First, this
approach is better suited to funding civil society rather than providing funding
and support for both civil society and public sector initiatives as is the case with
the ESP. Second, it would be difficult for an autonomous ESP to act as a clearing
house for other DFID governance initiatives.

6.2.3 Splitting public sector and civil society support

The ESP could be subdivided into two programmes: one engaging with the
public sector and one engaging with civil society. If such a split occurred, the
NGO/Foundation approach outlined above could be pursued for the civil
society component, while a separate DFID or multilateral government support
programme could be created. The civil society component could also be
incorporated into an independent RDIF (see below).

There are several tfrade offs to splitting the ESP. First, a key strength of the ESP is its
ability to support and act as a bridge between civil and political society and
government. Creating these bridges and building constituencies and coalitions
for change would be more difficult with a divided programme. There are also
economies of scale and opportunities for lesson learning which may be lost
through splitting the programme.

On the other hand, as mentioned in Section 6.1.1 above, there is need for
created greater capacity within the ESP to manage public sector engagement.
DFID should explore creating a unit within the ESP to work with the public sector.
This unit might include the senior public sector advisor, a programme officer and
an assistant. However, rigid distinctions between those working on public sector
issues and those working on change in civil and political society should be
avoided as many opportunities for supporting change required coordinated
action on both the ‘supply’ and ‘demand’ side of governance.

6.2.4 The future of the RDIF

All of RDIF's donors are please with the Fund'’s progress and impact. The review
team, however, was unable to determine the long-term commitment of current
RDIF donors toward future financing of the Fund. This commitment will have to be
clarified to chart the future of the RDIF beyond 2008.

Some RDIF donors voiced the opinion that it might make sense to separate the
RDIF and the ESP. There are advantages and disadvantages to separating the
two programmes. The RDIF has been well housed in the ESP and the hiring of an
RDIF project officer to assist the RDIF coordinator should decrease the
administrative burden on key ESP staff. Housing the RDIF within the ESP also
creates economies of scale and scope for coordinating ESP and RDIF initiatives.
Separating the two funds might make sense if the RDIF is reconfigured as a
broader, more autonomous civil society fund (as discussed above) and if it
receives significantly more resources.
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Annex 1: ‘Intended’ Logical Framework

Narrative Summary

Objective Verifiable
Indicators

Means of Verification

Assumptions and
Risks

GOAL:

Governance more
responsive to the interests

of the poor and excluded.

Progress on
implementation of
the PRSP

PRSP monitoring
mechanisms
Immediate Action Plan
monitoring

PURPOSE:

Nepalese reformers in key
areas of governance
identified, encouraged
and strengthened.

Satellite projects are
successful.

Satellite projects
subsequently scaled
up (where relevant)

Through exploratory

activities or satellite

projects:

- Coallitions of
reformers built

- Government/
non government
partnerships
developed

- Reformers better
linked to external
experience and
expertise.

Output to purpose and
final reviews of satellite
projects

ESP progress reports.
Satellite project reports.

ESP progress reports
ESP progress reports

ESP progress reports
(number/quality of
exchanges)

(also - for all above:
Final review of ESP
Phase 1)

Sufficient progress in
other areas of
governance, not
addressed by ESP.

Conflict does
undermine progress
by diverting attention
and resources away
from governance
reform.

Any political changes
which may be
required to resolve
the conflict do not
undermine reforms.

QOutputs

1. Better understanding
gained of change
processes in
governance in Nepal

2. Better understanding
of governance issues
imparted through
exploratory activities
and satellite projects

3. Satellite projectsin
key governance

Reports produced on
change processes (at
least 2 per year)

At least 8 events
(conferences,
workshops, seminars
etc) peryear,
attended by key
parties (government,
non-government,
donors) and
evaluated as being
successful

At east 4 publications
per year, evaluated
as giving a better
practical
understanding of
governance issues

Other measures (as
necessary) to
disseminate lessons
from satellite projects.

A total of at least 20
satellite projects in key

Reports on change
processes

ESP progress reports
(and evaluation reports
of events)

Publications (and
evaluation - based on
feedback, media
reviews etc)

ESP progress reports

ESP progress reports
(and satellite project

The key reformers are
identified and
engaged through
satellite projects.

Reformers can be
persuaded to work
together.
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areas designed,
approved and

areas of governance
approved and

documents)

launched launched during
Phase 1 of ESP, which
fully commit the
revised £19.7 million
satellite project
budget.

4.  Management Improved financial Audited accounts and
capacity of project management and annual reports of project
partner institutions is governance partners. Project OPRs
stfrengthened to practices. and evaluations.
improve
fransparency, Project reports to ESP,
accountability, Improved capacity for | Project reviews, OPRs
monitoring and ability | monitoring and and end of project
to access sustainable | evaluation of project reports.
resources. impact.

5.  New satellite projects
and funds are Project reports
supportive of At least 6 suitable
participation, projects identified
inclusion and within the first year,
accountability. grouped under a

single fund.

Fund reports to DFID.
Increased learning Project evaluations.
opportunities on issues | DFID monitoring of
such as public learning events.
parficipation and rules
of the game.

Project reports, ESP
Increased availability monitoring of fraining
of fraining in public events
participation for
excluded groups.

ACTIVITES: INPUTS

Budget:

1.1 Exploratory activities (action research, Government and
publications, seminars etc) to improve other Nepalese
understanding of key areas of actors demonstrate
governance sufficient interest in

1.2 Incorporate learning objectives into governance issues.
satellite project design

Sufficient viable

2.1 Exploratory activities to generate interest Nepalese ideas for
in and improve understanding of key development of
governance issues satellite projects

2.2 Dissemination of lessons learned from

exploratory activities and satellite

projects

Make ESP known to relevant parties in
key areas of governance

Solicit Nepalese ideas for reform in key
areas of governance.

Develop ideas into viable satellite
projects, building partnerships and
coalitions where appropriate.

Sufficient progress
on governance
reform to provide a
basis for lesson
learning.
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Annex 2: Terms of Reference

Enabling State Programme
Terms of Reference for Output-to-Purpose Review 2007

Background

The Enabling State Programme (ESP) was launched in 2000 as an umbrella
programme to support potential ‘'change advocates’ within the governance
sector in Nepal. The programme’s original vision was to form a critical mass of
advocates for change in Nepali society. This vision was to be furthered through
the identification of individuals working in the governance arena whose work
could be supported initially through exploratory activities and then potentially
through larger satellite projects.

An OPR was conducted in 2003 following which an addendum to the
programme document was agreed. This changed the original design of the
programme. The addendum reduced the emphasis on the concept of ‘change
advocates.’ It was recognised that reformers could include organisations,
coadlitions and others. It was also decided to narrow the scope of ESP's focus to
those areas falling within the DFID-Nepal Country Assistance Plan (CAP). The
new emphasis of the programme was to be on achieving change directly. The
success of satellite projects was therefore to be based on progress against
purpose. An ESP advisory group was established to provide an external
reference forum for the programme.

The 2003 addendum extended phase 1 of the ESP programme office to January
2006. It was recognised that satellite projects might continue after that date.
The addendum suggested that options for the continuation of these projects
might include: a) a second phase of ESP, b) partial continuation of ESP on a
reduced basis c) transfer of responsibility to DFID-Nepal.

A further review of ESP was commissioned in January 2005. The objective was to
assess the effectiveness of ESP in achieving the objectives purpose set out in the
2003 Addendum and revised project log-frame. The review reported that ESP’s
performance was satisfactory, and it was contributing to DFID Nepal's CAP
objectives. Based on these findings, ESP's second phase (2006-2008) was
approved with a revised logframe, which will form the basis for any future
evaluation of ESP.

DFID Nepal together with some other donors launched last year a new initiative
called RDIF (Rights, Democracy and Inclusion Fund). While RDIF is based at ESP, it
receives separate allocations within ESP.

ESP also provides financial and administrative support to projects through its
finance department, the Programme operates a DFID Imprest account.
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DFID Nepal is looking for a consultancy to undertake a forward-looking OPR of

ESP.

Objectives

The objectives of the consultancy will be to:

e examine ESP’s achievements against the log-frame

e assess the effectiveness of ESP in supporting DFID Nepal's country
programme

¢ identify key challenges and opportunities for ESP’s further work (taking into
account ESP’s programme diversity both in terms of thematic areas and
geographical coverage)

e recommend strategies and actions for ESP’s future beyond 2008, including
the possibility of developing the programme into a multi-donor initiative

Outputs

The main output of the consultancy will be the completion of a report with key
findings and recommendations. The report should include:

progress against the stated purpose of ESP

the extent to which ESP has helped to deliver the objectives of DFID Nepal
CAP (Country Assistance Plan)

the extent to which ESP has delivered on its stated outputs
appropriateness of the current log-frame

management arrangements within ESP, with particular focus on project
monitoring and evaluation of satellite projects

suggestions on how to balance the need for improving project
management with the need for partners’ capacity building

key lessons learned

any risks that might impact the continuing work of ESP and its satellite
projects

e emerging opportunities for ESP
e Participation of other donors in ESP
e practical recommendations for future strategies and action points (with
options)
Approach

In order to achieve these outputs, the consultancy will be expected to:

undertake widest possible consultations with stakeholder groups, including
government, civil society, private sector, donors

consider how ESP can contribute more fully to the achievement of the
DFID Nepal's CAP objectives

consider how ESP might work most effectively with other governance
reform actors, including other donors

examine the scope for collaborationwith key strategic partners
(knowledge development, operational outreach and capacity building)
consult with relevant DFID/ESP staff and project partners on their
experiences and views about ESP

study reports and programme documents related to ESP and its projects
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Competency and Expertise

The consultant/s for this OPR should have:

professional expertise in participatory project reviews.
expertise and experience governance sector programming.

experience of working at senior levels of government
excellent communication skills (written and oral)

Time-frame
The consultancy will be completed by a two-member team in 12 days.

Reporting
The consultant/s will report to Senior Governance Adviser, DFID Nepal.
DFID Nepal

June 2007

awareness of socio-cultural and political-economy issues in Nepal.
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Annex 3: Draft Risk Matrix (September 2007)

DRAFT RSP RISK MATRIX (September 2007)

RISK MAIN IMPACTS PROGRAMME IMPACTS PROBA | EST. ESP RESPONSE
-BLITY | SEVERITY OF
IMPACT
Inability to hold Constituent | Erosion of legitimacy of Would make the overall Medium | Medium ESP would need to review its engagement
Assembly elections in a current political settlement | operating environment for the with Govt. of Nepal.
timely or free and fair and the potential to ESP more difficult. Would limit . .
manner. unravel the current peace. | the ability of the programme to Progress mlght be slower in some areas
engage with government. than anticipated

CA elections produce an As above, but also could As above, but ESP could Medium | Medium ESP would find it more difficult to work
unstable coalition contribute to lack continue to work with with government or facets of government
government that is unable - . government.
to function effectively and is .Of decision m"’.""”g on key
prone to factionalism and ISSUes (gspemally the
collapse. constitution).
Break down in the peace e Return to sporadicor | e  Project implementation Medium | Medium RMO advice used to determine where to
process including a Maoist open conflict and a and monitoring more work. Suspensions where necessary
return to armed conflict, break down of the difficult across the country
escalating unrest in the rule of law. e All activities would need to
Terai and elsewhere e Increasing political be renegotiated with
undermining political violence different local power
stability and security; e Increased vigilantism holders

and criminalisation of | ¢  Less ability for ESP to

conflict. reach many parts of the

e Lasting inability to country

achieve a political

settlement.
Lack of willingness of key e Old generation of Would impede efforts to Medium | Medium Most SPs and EAs unaffected, but those

political (Party) actors to
pursue internal reform

party leaders
strengthened by CA
poll

e Continued
politicisation of the
civil service at all

support party and civil service
reform.

engaging political parties and civil service
reform likely to be of limited success.
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levels

Cuts to overall DFID-N aid Cuts took place in 2005-6 | Would limit funding of SPs and | low high Would cut proposed SPs and reduce staff
framework inhibiting EYEAs. costs
effectiveness. Similar cuts )
could have an impact on Could lead to staffing cuts
project approval
Donors & bi-laterals unable | Crowding or undermining | Would reduce the low low ESP and DFID continue to look for ways
to coordinate their of pro-poor governance effectiveness of the ESP as a to spur harmonisation through joint
governance efforts efforts governance funding window. initiatives and the donor governance
group.
Projects funded by ESP ESP looses legitimacy Loss of legitimacy and trust in medium | medium Given the nature of ESP, it will continually
used for party political and influence in key ESP face charges of political bias from some
purposes circles. ESP seen as Constrained abilitv K with quarters. ESP must carefully screen
politically biased. ons ralnte abiiity to work wi funding partners and their activities to
Some partners ensure that they are unbiased and
communicate effectively with its partners
and outside observers (e.g. media)
Pressure on ESP to provide | ESP as a whole or ESP seen as politically biased | low medium ESP must continually monitor perceptions
funding to ‘i | individual staff pressured L . of its programme and individual projects.
; Powerful individuals in
people. to favour particular . .
; government and outside make Where appropriate ESP can defer
projects. o R .
it difficult for ESP to operate decisions and queri e
people to DFID, thus deflecting pressure
from themselves.
Government commitment to | Government antagonistic New projects might not be low low ESP maintains and build on existing
allowing ESP to continue to ESP activities approved relations with government and improve its
. . mmunication with rnment.
Direct obstruction of ESP communication with government
activities
ESP funded projects to ESP support aims to Woul d under mi nglow medium The ESP continue to work with its

excluded groups contribute
to fragmentation and
Balkanisation Nepali politics

strengthen key interest
groups in Nepal. It is
possible that the political
system will not be able to
accommodate and
reconcile these claims
constructively.

relations with government and
some civil society groups

beneficiaries to use constructive
engagement and negotiated forums for
brining change. Work with government to
build capacity to engage with diverse
interest groups.
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