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Abstract

Adequate budget provisions are crucial for achieving health financing goals, but their
implementation is even more critical. This study analyzes the health budget execution
practices and explores reasons behind the gap between allocation and expenditure in three
metropolitan cities of Nepal: Kathmandu, Lalitpur, and Biratnagar. Using a mixed-methods
approach, the research examines health budget allocation and expenditure scenarios for two
fiscal years and unrevealed challenges in budget implementation. Findings reveal complex
challenges in delivering basic health services, including balancing preventive and curative
care, managing varied financial resources, interdepartmental coordination, and issues with
grant utilization and long-term planning. To ensure the constitutional right to healthcare and
improve service delivery, the study recommends enhanced coordination among government
tiers and addressing capacity limitations in human resources, technology, and knowledge
management. These improvements are essential for more effective, equitable, and sustainable

urban health services in Nepal.
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1. Introduction

Health financing has become crucial over the years for improving health and health systems.
Ensure people enjoy sustained progress towards universal health coverage (UHC) and the full
benefits of global public goods for health is possible only when resources are adequately,
efficiently and equitably mobilized, pooled and spent (Ottersen,et, al, 2017). Furthermore,
health financing is key to enabling interactions between providers and the general population,
establishing myriad actions, including who pays for care, when they pay, how much they pay,
whom they pay and obtain services from, and what types of services they can receive (Cylus,
Sallaku, & Jowett, 2022) . It provides the resources and economic incentives for the operation
of health systems and is a key determinant of health system performance in terms of equity,

efficiency, and health outcomes.

According to the World Bank (2022), the world has on an average 10.35 percent health
expenditure. Total health expenditure for New Zealand is 10.05 percent, 10.54 percent for
Australia, 11.34 percent for UK, 11.80 percent for Switzerland, and 16.57 percent for USA.
However, South Asia has only 3.27 percent health expenditure. While Bangladesh has been
spending 2.36 percent of its total GDP, it is 2.91 percent for Pakistan, 3.28 percent for India,
4.07 percent for Sri Lanka. Besides, health expenditure for countires like Thailand, China,
Myanmar, Mangolia, Combodai and South Africa was found to be 5.16, 5.38, 5.63, 6.9, 7.53

and 8.27 percent respectively.

According to Ottersen (2017), every government should commit to spend at least 5% of GDP
on health and move progressively towards this target, and every government should ensure
government health expenditures (GHE) per capita of at least USD 86 whenever possible. In
case of health expenditure, it is 5.42 percent of the total GDP for Nepal in 2021 (WB, 2022),
however, the total government investment in health sector per capita is only $20 (National

Health Financial Strategy 2080-2090, 2023).



The constitution of Nepal 2015 envisages the basic health facilities and other heath
responsibilities to the local government of Nepal. In the FY 2078/79, the total allocated
budget in health sector by Kathmandu Metropolitan City was NRs 828,644,170 and by
Biratnagar Metropolitan City was NRs 268,239,530. However, the total health budget
expenditure by Kathmandu Metropolitan City and Biratnagar Metropolitan City was only
32.63 and 49.28 percent respectively. This shows that the health expenditure by the local
government in the particular year was less than 50 percent of the total allocated budget in

health sector.

Adequate budget provisions are an important, yet insufficient requirement in this pursuit as
the budget also needs to be implemented to achieve the health financing goals. While this is
widely acknowledged, there is no systematic evidence on how well the health budget is
implemented and literature remains thin on how budget execution practices relate to health
financing. Furthermore, the same scenario prevails in the context of Nepal too, the reasons
behind the gap between the allocation and expenditure of health budget also remains

unexplored.

Hence, this study has two objectives: (i) to analyse the health budget allocation of
Kathmandu Lalitpur and Biratnagar Metropolitan Metropolitan citiesfor two fiscal years, and

(ii) to explore the health expenditure scenario of those three metro cities.

2. Literature Review

2.1.Constitutional Provisions related to Health

The Constitution of Nepal (2015) ensures health is a fundamental right. It guarantees that
every citizen is entitled to receive basic health services free of charge from the state, and
emergency health services are accessible to all without any discrimination. Citizens have

the right to access information about their medical treatment. Moreover, it ensures equal



access to health services for all citizens. In fact, the constitution has allocated exclusive

and concurrent rights to three tiers of government which has been tabulated in the table 1

Table 1: The exclusive rights and concurrent rights of the three tiers of government of Nepal

has been tabulated below:

Level Authorities/ | Legal basis Description of rights Related
jurisdictions clause/ annex
Federal Exclusive As per the constitution Health policy, health Clause 57 (1)
and federal law services, setting standards, and Annex 5
quality and monitoring of
the health services,
national/specialized service
providing hospitals,
traditional treatment
services, control of
communicable diseases
Province Exclusive As per the constitution Health service Clause 57
and provincial law 2)
and Annex
6
Federal Concurrent As per the constitution 1. Medical, Clause 57
and and federal and provincial Ayurveda, Amchi, 3)
province laws and other and Annex 7
professions
2. Insurance
operation and
management
Local Exclusive As per the constitution Basic health and sanitation Clause 57
Level and Laws made by Rural 4)
Municipal or Municipal and Annex 8
Assembly
Federal, Concurrent As per the constitution 1. Health Clause 57
province, and federal law, 2. Registration of 5
and local provincial law and laws personal incidents, and Annex 9
level made by Rural Municipal birth, death,
or Municipal Assembly marriage and
statistics

Additionally, the constitution emphasizes the right to clean drinking water and

sanitation. In addition to these health rights, the constitution of Nepal (2015) includes

other provisions related to health. The right to a clean environment asserts that every

citizen has the right to live in a clean and healthy environment. Similarly, the right of

women specifies that every woman is entitled to safe motherhood and reproductive

health. The rights of Dalits recognize the need for special legal measures to provide

health and social security to the Dalit community. Moreover, the right to social justice




guarantees that indigent citizens and communities have the right to receive special

opportunities and benefits in the field of health (GoN, 2015).

Similarly, the constitution of Nepal outlines various provisions concerning public health
in Part 4, directive principles, policies, and obligations of the state. These policies
prioritize increasing state investments in the public health sector to ensure the well-
being of the population. It emphasizes the importance of providing easy and equitable
access to high-quality health services for all individuals (GoN, 2015). Additionally, the
policies support the preservation and promotion of traditional Nepali medical practices
such as Ayurveda, as well as natural therapy and homoeopathy. It also encourages a
service-oriented approach to private sector investments in healthcare, ensuring effective
regulation and management while also increasing state investments in the sector.
Furthermore, the policies highlight the significance of promoting health research,
expanding the number of health institutions, and increasing the healthcare workforce to
improve the availability and quality of healthcare services (GoN, 2015). Lastly, the
policies advocate for the establishment of mechanisms that provide citizens access to
medical treatment and ensure health insurance coverage. In this way, the government of

Nepal aims to ensure the provision of high-quality health services for Nepali citizens.

2.2.National Health Policy-2019

The National Health Policy of 2019, aims to develop and expand health system for all
citizens in the federal structure based on social justice and good governance and ensure
access to and utilization of quality health services. Its objectives are to create opportunities
for all citizens to use ther constitutional rights to health, to develop, expand and improve al
tyoes of health systems as per federal structure, to improve the quality of health services

delivered by health institutions of all levels and to ensure easy access to those services, to



strengthen social health protection system by integrating the most marginalized sections, to
promote multisectoral partnership and collaboration between governmental, non-
governmental and private sector and to promote community involvement, and to transform

the health sector from profit-orientation to service-orientation.

National Health Policy-2019 sets out a forward-looking agenda for improving health and
well-being of all citizens of Nepal, including the elders, differently abled people, single
women, poor, marginalised, and vulnerable communities (NHRC, 2021). It articulates the
nation’s commitment towards achieving Universal Health Coverage (UHC) and seeks to
place health as a central component of overall development, building partnerships and
establishing multi-sectoral collaboration. The policy recognises the importance of creating a
healthy environment and promoting healthy lifestyle choices by people, especially the young,
as well as taking an inclusive approach to Ayurveda and other traditional medicine systems

(MoHP, 2019).
2.3.National Health Financing Strategy 2023-2033

The long-term health financing strategy document by the Nepal government underscores five
key strategic underpinnings to emphasize in the health financing from (2023-2033). The

strategy document emphasizes on following underpinnings:

e Universal Health Coverage (UHC): A central goal of Nepal's health financing strategy
has been to achieve universal health coverage, ensuring that all citizens have access to
essential health services without facing financial hardship.

e Increasing Domestic Resource Mobilization: Nepal has been working to reduce
dependency on external funding by increasing domestic resources for health
financing. This includes exploring innovative financing mechanisms and improving

tax collection.



e Social Health Insurance: The implementation and expansion of a social health
insurance scheme has been a key component of Nepal's health financing strategy. This
aims to pool risks and reduce out-of-pocket expenditures for healthcare.

e Equity and Financial Protection: Ensuring equitable access to healthcare and
protecting citizens from catastrophic health expenditures has been a priority. This
includes targeted subsidies for poor and vulnerable populations.

e Efficiency in Resource Allocation and Use: Improving the efficiency of health
spending through better planning, budgeting, and resource allocation processes has
been emphasized.

e Public-Private Partnerships: Engaging the private sector to complement public health
services and improve overall health system capacity has been part of the strategy.

e Decentralization of Health Services: In line with Nepal's federal structure, there has
been a focus on decentralizing health financing and service delivery to provincial and
local levels.

e Results-Based Financing: Implementing performance-based financing mechanisms to
improve the quality and efficiency of health services has been explored.

e Health System Strengthening: Investing in health infrastructure, human resources for
health, and health information systems to improve overall health system capacity.

e Integration of Traditional Medicine: Recognizing and integrating traditional medicine
practices into the formal health system, including considerations for their financing.

2.4.Burden of Diseases

Burden of Diseases study is carried out to measure overall mortality, causes of mortality,
causes of morbidity and risks factors. Out of the total deaths in 2019, 71.10% were due to
Non-communicable diseases (NCDs), 21.10% were due to Communicable, maternal,

neonatal and nutritional (CMNN) diseases and 7.80% were due to injuries (NHRC, et. al.,



2021). While the mortality due to communicable diseases has been declining, that due to
NCDs has been increasing. Among the total deaths due to CMNN diseases, lower respiratory
infections were the leading cause (4.5%), drug susceptible TB as the second leading cause
(3.5%) followed by diarrheal diseases (2.9%) (NHRC, et. al., 2021). Among the NCDs,
chronic obstructive pulmonary disease (COPD) was the leading cause of death (16.3%)
followed by 12.30% of deaths due to ischemic heart diseases (NHRC, et. al., 2021).
2.5.Priority Areas of Metropolitan Metropolitan citiesin Health Sector
The budget allocation of the six metropolitan city offices in Nepal, Kathmandu, Lalitpur,
Bharatpur, Biratnagar and Birgunj for the FY 2080/81 was analysed. Among the six
metropolitan cities, Kathmandu allocates the highest budget in the health sector. Kathmandu
Metropolitan city allocates 850 million and 320 thousand which is more than 4 times of the
budget allocated by the Pokhara Metropolitan City (205 million and 819 thousand) in health
sector. Bharatpur MC allocates 164 million 794 thousand and Biratnagar allocates slightly
less, 161 million and 688 thousand in the health sector. Lalitpur MC, among the six MC
allocates six times less than that allocated by the KMC in health sector i.e., 91 million and
600 thousand. Birgunj MC allocates the lowest in health sector among the six metropolitan
city offices, almost twice less than that allocated by Lalitpur, 17 times less than KMC and

around 4-5 times less than that of that allocated by the other metropolitan cities.

Total amount allocated by six metropolitan metropolitan citiesin various health sector

overheads
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The health budget allocations in Nepal's metropolitan metropolitan citiesreveal a complex
and varied financing landscape. In a typical scenario, federal conditional grants form the
largest portion of health budgets, constituting 70% in one city and 52% in Lalitpur
Metropolitan City. Internal resources follow as the second-largest contributor, accounting for
24% and 39% respectively in these cities. Provincial conditional grants generally contribute
the smallest portion, ranging from 6-8%. However, this pattern varies significantly, as
evidenced by Biratnagar Metropolitan City where 71% of funding comes from provincial

revenue distribution.

Federal grants are predominantly allocated to administration, human resources, and office
management, consuming 67-76% of these funds. In some cities, they also support key health
programs like RMNCAH (Reproductive, Maternal, Newborn, Child, and Adolescent Health)
and nutrition, which receive up to 23% of federal funding. Provincial grants focus on
administrative management (up to 55%) and physical infrastructure development (20%).
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Internal resources are distributed across various areas, with social health protection receiving
up to 28%, free drug purchase and supply management 23%, and community health
initiatives including FCHV (Female Community Health Volunteer) programs receiving 21%

in some cases.

The allocation priorities differ among cities, reflecting their unique needs and capacities. For
instance, Biratnagar shows a significant emphasis on physical infrastructure development,
allocating 33% of provincial revenue distribution and 56% of provincial conditional grants to
this area. It also uniquely allocates 29% of its internal resources to RMNCAH and Nutrition

programs.

This diverse funding pattern underscores the intricate interplay between different levels of
government in Nepal's federal structure, highlighting the crucial roles of both federal and
local authorities in financing urban health services. The data also reveals varying emphases
on administrative costs, infrastructure development, and specific health programs across these
metropolitan areas, demonstrating the complexity of health financing in Nepal's urban centers

and the need for tailored approaches to meet each city's distinct health needs.

Out of the 6 MC, all MC except Biratnagar and Birgunj allocates majority of the budget in
HR and administration. Biratnagar MC allocates highest budget in the physical infrastructure
development and improvement programmes and activities and Birgunj allocates in Free Drug

Purchase, Drug Regulation and Supply Chain Management.

While HR, administration and office management which receives 33 percent of the total
health budget of the six metropolitan cities, free drug purchase, drug regulation and supply
chain management receives 19.58 percent. Physical Infrastructure development and FCHYV,

DOTS & Community Health programmes receive almost same (8.76% and 8.63%
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respectively) portion of the total health budgetin the six metropolitan cities, followed by
noncommunicable diseases and human organ transplant (7.29%), RMNCAH & Nutrition
(6.11%), Social health protection services (3.78%). Remaining programmes receive funding

less than 3 percent.

Adhikari et al. (2019) show the transition to federalism has led to varying health financing
strategies across different local governments in Nepal. This study showsThe use of federal
grants for administration and RMNCAH programs aligns with national priorities in Nepal.
Thapa et al. (2018) discuss how Nepal has prioritized maternal and child health in its health
policies, often relying on federal government funding to support these programs. Lalitpur's
focus on drug supply and community health programs with internal funds is consistent with
broader trends in Nepal. Marahatta et al. (2020) discuss the critical role of local governments
in ensuring drug supply and implementing community health initiatives in the context of
Nepal's federalization process. Biratnagar's reliance on provincial revenue distribution for
health financing, particularly for infrastructure development, reflects the evolving federal
structure in Nepal. Thapa et al. (2019) analyze the challenges and opportunities of health
system federalization in Nepal, noting the varying capacities of different levels of
government to finance health services. The diverse financing patterns across these

metropolitan cities are consistent with the decentralized health system in Nepal.

3. Methodology

The study employed a mixed-methods approach, combining quantitative and qualitative
research designs. This methodology is widely recognized for its ability to provide a
comprehensive understanding of complex issues in health policy and systems research

(Creswell & Plano Clark, 2011). The quantitative component focused on analyzing budget
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allocation status, while the qualitative aspect explored the broader themes of allocative
efficiency, health priorities, and reasons for underspending in the health sector (Palinkas et

al., 2015).

The selection of Lalitpur, Kathmandu, and Biratnagar Metropolitan Metropolitan citiesfor the
study reflects a purposive sampling strategy, which is common in health policy research
(Patton, 2002). This selection was based on factors such as the presence of health service
providers, proximity to the national capital, and the cities' roles in catering to diverse

populations, aligning with the concept of information-rich cases (Palinkas et al., 2015).

For the quantitative study, secondary data sources were utilized, including government
documents such as the red book and budget reports. This approach is consistent with policy
analysis methodologies that rely on official documents for financial data (Walt et al., 2008).
The qualitative component employed key informant interviews, a method widely used in
health policy research to gather in-depth information from individuals with specific

knowledge or influence (Gilson et al., 2011).

The development of an interview checklist with open-ended and probing questions aligns
with best practices in qualitative research design (Patton, 2002). The focus on exploring
various aspects of health budget allocation, expenditure, and prioritization reflects the

complexity of health financing decisions in decentralized systems (Bossert & Mitchell, 2011).

The selection of interviewees, including chief administrative officers and health section
chiefs, follows the principle of targeting key stakeholders in policy implementation (Gilson et
al., 2011). Conducting interviews in the local language (Nepali) is recognized as an important
factor in ensuring data quality and cultural appropriateness in international health research

(Squires, 2009).
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Table 2: Research Participants

S.N Name of the Research Participants Number
Metropolitan City Office
1 Kathmandu Chief Administrative Officer (1), Chief of Health Section(1) 2
2 Lalitpur Chief Administrative Officer (1), Chief of Health Section(1) 2
3 Biratnagar Chief Administrative Officer (1), Chief of Health Section(1) 2
Total 6

The findings drawn from the descriptive data were used to generate the checklist for the
qualitative study and the qualitative data enriched the discussions drawn from the red

books of the metropolitan cities.

The information gathered from the fieldwork was transcribed and analyzed using
coding and categorization techniques to identify themes and subthemes for the analysis
and interpretation of information (Gupta, 2019; Gupta et al., 2020). Additionally, we also
carefully analysed documents such as the Constitution of Nepal, Nation Health Policy 2019,
National Health Financing Strategey 2023-2033, and red books of the six metropolitan city offices.
Throughout this research, ethical standards were strictly adhered so as to ensure the

integrity and reliability of the study.

4. Findings and Discussions

4.1. Findings

The analysis and discussion of findings have been presented in four different themes namely,
‘preventive aspirations overshadowed by curative spending realities’, ‘resource imbalance
impedes local government health programme parity’, ‘subtle misalignment of technical
knowledge and administrative procedures’, and ‘delays in disbursement of funds and

misaligned programme priorities’ as presented below:

4.1.1. Preventive aspirations overshadowed by curative spending realities
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Kathmandu, Lalitpur and Biratnagar metropolitan metropolitan citiesare three of the 753 local
governments in Nepal. These three local governments need to cater health needs of five
percent of the total population in the country i.e., 1399425 people. Prioritization helps in
balancing the allocation or reallocation and optimum utilization of available limited financial

resources for the changing population health needs (Terwindt et. Al, 2021).
In this scenario, CAO of Biratnagar Metropolitan City stated:

“As mentioned in the Constitution of Nepal, providing basic health services has been
the major priority of Biratnagar Metropolitan City.” (Interviewee #R4, Chief

Administrative Officer of BMC, 27 June 2024

Similarly, Chief Administration Officer of KMC expressed:

“KMC has been providing effective health service through distributive and welfare
funding for those suffering from chronic diseases. Most of the programmes are of
preventive and promotive nature.” (Interviewee #R2, Chief Administrative Officer of

KMC 25 June 2024).

Very much likely with the priorities of KMC, Health section chief of LMC shared:

“tMost of the health programmes of LMC are preventive and promotive health
programmes. We run awareness programmes and vaccinations so that we prevent
health diesases thereby reducing the burden over the curative programmes in the long

run.”klnterviewee #R1, Health Section Chief of LMC, 24 June 2024).
However, Health department chief of KMC echoed:

“Most of the programmes of health sector are to cater immediate care needs at urban
health centers like medicines and treatments.” (Interviewee #R3, Health Section Chief
of KMC, 26 June 2024).
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While the officials have been saying the focus of the metropolitan city offices is on
preventive and promote activities, the budget allocation by those three local governments in
the FY 2080/81 indicates a different picture. The data reveals that majority of the health
budget is spent in administrative overhead. Besides the administrative expenditures, KMC
has been spending most of its health budget (25.27%) in drugs purchase and supply chain
management. Lalitpur has been spending most of the budget (14.96%) in drugs purchase
followed by 13.12% in FCHV, DOTS & Community Health Programmes. However,
Biratnagar has been spending most of its budget (28.08%) in physical infrastructure
development and improvement followed by 21.26% in FCHV,DOTS & Community Health

Programmes.

The Chief of the health section of LMC had echoed:

“The elected representatives always seek immediate results and the priority shifts

towards providing drugs and treatments.”

Analyzing the views and data, it is suggested that the metropolitan metropolitan citiesmostly
emphasize on programs that provide immediate results over the long-term ones i.e., drugs
over preventive measures.

4.1.2. Navigating Municipal Health Budgets: availability of resources vs. apt
prioritization

Financial resources are always limited. However, in metropolitan metropolitan citiesof
Bagmati Province of Bagmati Province, Paudyal, P and Upadhyaya, G. (2023) found that the
budgetary resource is not a constraint in Kathmandu metropolitan metropolitan citiesof

Bagmati Province and problem of prioritization is the one that existed here.

Health section chief of KMC stated:
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“KMC due to its revenue potential has adequate resources to finance long-term
programs on health. However, the absence of periodic plans or the MTEF has negated
any possibilities as such”. (Interviewee #R3, Health Section Chief of KMC, 26 June

2024).

However, Health section chief of LMC stated:

“Health is one of the sectors that needs to get high priority, we have not yet been able
to prioritize health sector in terms of the budget allocated and the programmes that we

have been doing.” (Interviewee #R 1, Health Section Chief of LMC, 24 June 2024).

Unlike other metropolitan city offices, Health Section Chief of Biratnagar Metropolitan city

expressed:

“Budget has always been prioritized for health and education sector. Health sector
alone received 9 crore budget from its internal revenue. However, the allocated and
available budget is too less for meeting the expectations of local people which is too

high.”

While some programmes are definitely designed to cater the special needs of the population
of different dynamics in the three metropolitan cities, majority of the budget is still spent in
the administrative overhead by KMC and LMC whereas BMC spends that in physical
infrastructures. NHRC et. al. (2021) shows that the 71.10% of the total deaths in the country
is due to that of the NCDs followed by the CMNN diseases that causes 21.10% of the total
deaths. While BMC seems to have been focusing on CMNN and community health
programmes, KMC is found to have been spending most of the budget in drugs purchase and

supply management.

4.1.3. Discrepancy among technical knowledge and administrative procedures
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Agyepong et al. (2018) emphasized building capacity among health leaders and
administrators is crucial for effective health service delivery. However, Bossert and Mitchell
(2011) found tension between technical needs in health sector and administrative constraints

noting the complexities of local decision-making in health services.

Health department chief of LMC shared slight discrepancy among the twos:

“Health section needs to organize maximum trainings for updating health
professionals with the new technologies, approaches and diseases without which the
effective health service delivery would be hampered. Similarly, review meetings are
organized by health section which are very crucial for the health team to identify the
gaps, challenges, problems and way forward. However, the administration keeps
telling health section to reduce the number of trainings and cut out review meetings”

(Interviewee #R1, Health Section Chief of LMC, 24 June 2024).

Similar to the LMC, Health chief of Biratnagar metropolitan city expressed:

“There are times when we are questioned for organizing many trainings and review
meetings. But we are only requested to reduce the numbers of trainings and meetings
if possible. We have never been forced to do so which indicates that health programs
are always a priority for the elected representatives as well as administrators.”

(Interviewee #RS, Health Section Chief of BMC, 27 June 2024).

Further, Health section chief of LMC shared:

“There are various meetings held in the LMC office as well as ministries. While the
Mayor and CAO do attend the meetings related to physical infrastructures and urban
development, they are always busy to attend the meetings related to health sector in

ministries. But the participation of officials of health department in those meetings

18



can not be as strong as that of the presence of Mayor and CAO.” (Interviewee #R1,

Health Section Chief of LMC, 24 June 2024).

The administrators and elected representatives though ask the health section to reduce the
number of trainings and review meetings, however they are not forced to do so. This
indicates that they understand the importance of health programs. Nevertheless, for the
continuous and effective support, their understanding of the importance of review meetings

and different types of training is very crucial.

Tsofa et al. (2016), found health sector priorities often struggle to compete with other
development agendas in local government settings which was relevant in the context of LMC
too. Presence of higher level authorities in ministerial meetings also indicates the level of
importance health programs are being given. Hence, the findings suggests that the higher
level authorities presence in health related meetings and support in the trainings and review

meetings would enhance motivation among the team of health section.

4.1.4. Delays in disbursement of funds and misaligned programme priorities

Prioritization is a complex process that is influenced by financial, organisational and political
factors, which can often lead to shifting from ideal priorities (Frew & Breheny, 2020; Wanjau
et. al., 2021) and also unnecessary deployment and utilisation of scarce resources (Platonova

et.al., 2021).

Health section chief of LMC expressed:

“LMC has a very small budget on health sector because of which more than 90% of
the allocated budget gets spent. However, the budget that remains unspent is the

conditional grants received from the federal and province. The conditions under
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which the received budget needs to be spent does not apply for us.” (Interviewee

#R1, Health Section Chief of LMC, 24 June 2024).
Health section chief of KMC echoed:

“KMC has no constraint of budgetary resources. But federal government provides
conditional grants to achieve its national targets and the grants are scattered in peanuts
sized. The small amount of budget like 20000, 30000 grants are not enough for the
allocated overheads and hence remains unspent. Furthermore, the grants from the
federal and province are not received timely as a result of which the programs cannot

be conducted.” (Interviewee #R3, Health Section Chief of KMC, 26 June 2024).
Similarly, health section chief of Biratnagar Metropolitan city expressed:

“Grants from the federal and province are not received timely as a result of which the
programmes are delayed or are impossible to conduct resulting underspending of

health budget. Furthermore, employees in health services have not received salary for
six months now which has made life of employees difficult indicating low morale for

them.” (Interviewee #RS, Health Section Chief of BMC, 27 June 2024).

It is important to trace problems in budget execution back to the responsible agencies in order
to take adequate mitigation measures (WB, 2021). The conditional grants sent by the federal
and province remains unspent largely because the resources are not disbursed timely and the
being the conditions that are set in a blanket approach. It was found that the federal
government sends certain conditional grant to LMC for birthing center. However, the amount
cannot be used by LMC because there is no birthing centre in the area. Similar case exists for
province grants too. Hence, the conditions set in a blanket approach for all local governments

indicated misaligned priorities of the federal, province and local government.

4.2. Discussions
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A key finding from the qualitative data was that these metropolitan cities tend to focus on
preventive and promotive health programs, aligning with national health strategies. However,
there's a noticeable tension between long-term health planning and the desire for immediate
results. The quantitative data suggests that the focus has been on providing free drugs and
treatments. The elected representatives often push for programs that deliver quick, visible
outcomes because they have a tenure of five years. However, it must be understood that the
short-term focus can sometimes overshadow more strategic, long-term health initiatives

(Fafard & Cassola, 2020).

This is in stark contrast to metropolitan cities like Lalitpur and Biratnagar, which face more
significant budgetary limitations. Biratnagar, in particular, allocates a substantial portion of
its internal revenue to health but still struggles to meet the high expectations of residents.
This disparity in financial resources highlights the varying capacities of different
metropolitan areas to address health needs effectively. Despite the budget allocations, a
significant amount remains underspent in all metropolitan cities. Financial resources for
health programs vary significantly among metropolitan cities. Kathmandu has no budget
constraints for health programmes. This is in stark contrast to other two metropolitan cities,
which face more significant budgetary limitations. Biratnagar, in particular, allocates a
substantial portion of its internal revenue to health but still struggles to meet the high
expectations of residents. This disparity in financial resources highlights the varying
capacities of different metropolitan areas to address health needs effectively. Despite the
budget allocations, significant amount remains underspent in all metropolitan cities. One of

the major reasons for so is the absence of medium to long-term planning frameworks.

Tsofa et al. (2017) found that the lack of a comprehensive planning framework led to

fragmented decision-making and inefficient resource allocation in county health systems.
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Long term vision plan in urban health systems, particularly in developing countries, has been
identified as a major obstacle to sustainable health improvements (Tsofa et. al., 2017).
Similarly, Glassman and Ezeh (2014) argue that the absence of long-term planning in urban
health systems often results in reactive rather than proactive health policies. These findings
are in-line with the findings of Regmi et al. (2019) which examined the challenges of health
system federalization in Nepal. They note that metropolitan cities without robust planning
mechanisms tend to focus on immediate health crises at the expense of addressing underlying
determinants of health, which requires sustained, long-term interventions (Tsofa et. al., 2017;

Glassman & Ezeh, 2014; Regmi et. al., 2019).

|The findings of this study, thus, indicate the significant planning challenges faced by these
metropolitan cities. The lack of a Medium-Term Expenditure Framework (MTEF) or
comprehensive periodic planning in some metropolitan cities leads to a focus on short-term
goals, potentially resulting in inefficiencies and a lack of strategic direction in the health
sector. This absence of long-term planning could undermine the effectiveness and

sustainability of health initiatives. |

Intersectoral coordination emerges as a significant challenge in the management of health
programs. Health department officials often find themselves at odds with administrative
departments regarding the frequency and necessity of training sessions and review meetings.
These meetings are crucial for updating health professionals on new technologies,
approaches, and emerging health issues. However, administrative departments sometimes
view these activities as excessive. Furthermore, health officials report difficulties in securing
high-level administrative participation in important health-related meetings, potentially
undermining the sector's ability to advocate for its needs effectively. There was no

expenditure made on line items related to training and capacity building on allocations from
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federal government in KMC in two consecutive FY 2078/79 and 2079/80. Similarly, out of
the total budget allocated for the capacity building of the health officials and citizens on
health issues by Biratnagar Metropolitan City, only 9.09% and 44.72% was spent in FY

2078/79 and 2079/80 respectively.

A significant issue highlighted is the challenge of disbursing and utilizing conditional grants
from federal and provincial governments. Some metropolitan cities report difficulty in
spending these funds due to mismatched conditions, leading to underspent budgets in critical
health areas. Furthermore, the allocated budget is disbursed late resulting to non-
implementation of the health programmes. This indicates a need for better alignment between
grant conditions and local health priorities and capacities. A common challenge in public
health financing is bottlenecks in funding flows and budget execution from the national to
subnational levels and from there to frontline health providers (WHO, 2010). Lack of
incentives for efficiency and quality, along with limited managerial autonomy in more rigid
input-based budget systems, can also erode performance and public trust (Kutzin et al.,
2017). As a result, a parallel private sector has emerged to meet the demand for health
services, which together with the chronic underfunding of public facilities often leads to high
out-of-pocket payments for patients and weak financial protection (Xu et al., 2018). Out-of-
pocket payments continue to account for more than half of total health expenditures in many

low- and middle-income countries (WB, 2019).

5. Conclusions

Nepal's metropolitan cities face a complex landscape in providing health services, as
mandated by the constitution. While all three tiers of government share responsibility for
basic health services, metropolitan areas encounter significant challenges in fulfilling this
obligation. These metropolitan cities tackle with balancing preventive health aspirations
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against the reality of curative spending, often favoring short-term, visible outcomes over
long-term strategic initiatives due to political pressures. Financial resources vary widely
among cities, greatly impacting their ability to address health needs effectively. Coordination
issues between health sections and administrative units hinder crucial training and review
processes, potentially undermining the sector's responsiveness to emerging health issues.
Metropolitan cities struggle with disbursement and utilization of conditional grants, leading
to underspent budgets in critical health areas. The lack of comprehensive long-term planning
frameworks in some metropolitan cities results in a focus on short-term goals at the expense
of strategic direction. These challenges collectively underscore the need for flexible, context-

specific approaches to health financing and program implementation.

Improved coordination among the three tiers of government is crucial to overcome issues
such as underspending and misaligned priorities. To effectively manage health services and
guarantee the constitutional right to healthcare, metropolitan cities must address limitations in
capacity, human resources, technology, and updated knowledge. By tackling these
multifaceted challenges, Nepal's metropolitan cities can work towards ensuring more
effective, equitable, and sustainable health service delivery, ultimately contributing to

improved health outcomes and quality of life for urban residents across the country.
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