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Executive Summary

The Local Development Facility (LDF) is a CIDA mechanism to support Nepal’'s conflict
transformation needs and its peace process. It remained functional from 2002-03 to 2009-
10. Designed to adapt to conflict and peace dynamics, the LDF addressed communities’
needs and demands by supporting their meaningful participation in reducing violence,
maintaining peace, and improving livelihoods. Support to economic growth, inclusive
governance, gender equality and social inclusion, and social justice were the embedded
elements of the program. The LDF has performed successfully under different conflict
scenarios and in the pre-conflict, conflict, and post-conflict environments. During the current
post-conflict transition, it supported CIDA’s programming strategy for Nepal — to help
communities improve economic growth, and rebuild their societies.

This annual report for FY 2009-10 presents analyses of the political and social context,
security and risk mitigation, key LDF priorities and achievements, issues/ challenges, cross-
cutting issues, and lessons learnt through different activities undertaken during the reporting
period. It outlines the results (cumulative for outputs and outcomes) achieved from different
initiatives supported during the entire LDF programming period and overall achievements at
the program level.

Nepal stands at a crossroads in its democratic transition to peace despite the political
change — the Comprehensive Peace Accord (CPA, 2006), the Constituent Assembly (CA)
elections (April 2008) and the abolition of the monarchy (May 2008). The CA could not
complete the drafting and promulgation of the Constitution in the scheduled time (two years,
ending 28 May 2010). Its term has thus been extended one more year (ending 27 May
2011). Issues of civilian supremacy, peoples’ sovereignty, army integration, state
restructuring, drafting of the Constitution, consensus building and functioning of government
(formation of a national unity government) have been the major political issues during this
FY. Owing to the post-conflict transition, ethnic tensions fuelled by “identity” politics, and
government instability, violence, protests, and incidents related to weak law and order —
including a rise in threats and criminal activities — continued to occur. The state remained
unable to address long-standing grievances and ensure inclusiveness in the political
process.

LDF priorities remained supporting the country’s priorities of socio-political transformation
and peace-building. During this FY, the areas of interventions were: (i) improving
transparency and accountability of local governments for effective service delivery
(complementary to the Local Governance and Community Development Program (LGCDP);
(if) improving political inclusion of excluded groups, including women, at the local level; (iii)
state restructuring —debates and discussions on federalism related to natural resources (NR)
management, including land and agrarian reform; (iv) justice and rehabilitation — supporting
conflict victims to improve their livelihoods, and (v) community reconciliation and
reintegration — the issue of sexually exploited girl children as internally displaced people
(IDPs). The LDF continuously supported dialogues and discourses among civil society
organizations (CSOs), government, CA members, and policy makers on issues of national
importance.

The LDF was relatively resilient in the face of numerous challenges in working with local
groups, maintaining good relations with communities, and producing tangible changes. The
Facility has successfully supported relationship-building between local government and
communities, and acted as a bridge between service providers (government) and recipients
(communities). Realizing the ground realities, community-level needs, transitional period
requirements, and CIDA’s strategic programming focus for Nepal, the LDF continues to be
relevant in support of Nepal's peace process and economic development. This was also
recognized by the LDF mid-term evaluation review (MTR).
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Until the end of March 2010, LDF had supported 68 sub-projects, including four sub-projects
approved during this FY, with a total value of C$ 160,133. The average budget of a sub-project
is C$ 40,033, ranging from a maximum of C$ 55,980 to a minimum of C$ 27,311. The total
expenditure (operational and project disbursements) during this FY was C$ 266,100, compared
to last year’s figure of C$ 243,089. Of the total expenditures, administration expenses, project
disbursements, and currency differences were C$ 86,907 (33%), C$ 179,015 (67%) and C$
178 (0.00%) respectively. In the last FY, the respective figures were C$ 77,946 (32%), C$
174,204 (72%) and C$ 9,061 (-0.04%) respectively. LDF received C$ 223,893 as a CIDA
advance this FY, versus C$ 320,725 last year.

In terms of geographical coverage, one initiative (LDF #65) during this FY supported
national-level efforts on advocacy and a rehabilitation program for sexually exploited girl
children who were IDPs. The sub-project, Improving Political Inclusion of Excluded Groups,
covered three districts in the western hills. The initiative, Campaign for Transparent and
Accountable Governments and Line Agencies at the Local Level, implemented by
CAHURAST, covered 10 districts, two each from the five development regions. Likewise, the
sub-project implemented in Bardia district (mid-western Terai), Justice and Reconciliation
during the Transitional Period, by the Conflict Victims’ Committee (CVC), improved the
access of conflict affected families/ groups to better livelihood opportunities, and contributed
to reconciliation among conflict victims.

The major management activities during the reporting year were briefings on concept papers
to the CIDA Technical Advisory Committee (TAC) for comments, and incorporation of
feedback from the TAC and others; update of the project pipeline; pre-funding assessments
and development of project approval documents (PADs), and approval of PADs; monitoring
visits, orientation, and knowledge sharing with partners. Monitoring visits were made to Six
sub-projects to assess project results.

The LDF successfully completed all project interventions by the end of March 2010. All sub-
projects were audited by CCO’s external auditors, while detailed field auditing (both financial
and progress) was completed for two of them (LDF #65 and #66). The Facility documented
and shared its lessons learned and best practices with other development agencies and
CIDA officials. Documented cases demonstrated that a small amount of support can
contribute to bringing positive change to the lives of conflict victims and poor and
disadvantaged people living in rural areas. Closing of the LDF is being undertaken during the
first quarters of FY 2010-11. Based on the its strengths, approaches and strategies adopted,
lessons learnt, and documented evidence, the new Facility — currently in development, will
support CIDA’s new programming focus: Sustainable Economic Growth (SEG) to support
peace-building efforts in Nepal.

1. PROJECT CONTEXT

1.1. Political Context

The major political issues during this FY were: civilian supremacy; people’s sovereignty;
army integration; local governance and development; state restructuring; drafting of a new
Constitution by the CA; consensus building; and functioning of the government (formation of
a national unity government).

Throughout the year, Nepal experienced political upheavals following the fall of the Maoist-
led government in May 2009. Then Prime Minister (PM) Prachanda resigned when the
President revoked the government’s decision to dismiss the Chief of Army Staff (CoAS). The
majority members of the Legislature-Parliament (L-P) elected senior UML leader Madhav
Kumar Nepal as PM on 23 May 2009, while the UCPN-Maoist boycotted the election to form
the government. The UCPN-M had put forward a “commitment resolution” in the L-P for
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discussion of the President's move. But the Speaker, on 30 May 2009, with support from
major coalition partners of the government (NC and UML parties), decided against such
discussion. Subsequently, Maoists blocked the proceedings of the L-P continuously,
demanding discussion of their resolution. However, they participated in sessions of the CA
and discussions of thematic committees, which were tasked with drafting the Constitution.
After five months of obstruction, the Maoists allowed the L-P to resume normal business for
three days to endorse the 2009-10 budget.

However, Maoist supporters, their allied groups, and autonomous federal state committees
continued to demonstrate across the country, protesting the President’s decision and ‘foreign
intervention’ in Nepal’s internal affairs. Voices advocating “identity”-based politics by different
ethnic communities became louder after the fall of the Maoist-lead government. Identity-
based groups such as Tharuhat, Newa, Kirat, Limbuwan and Tamsaling autonomous state
councils, organized programs in favor of autonomous states. The Indigenous People’s Mega
Front, a coalition of indigenous people, political parties, and their organizations from across
the country, demanded that the CA ‘ensure the rights of indigenous peoples in the
Constitution, and address their legitimate demands’ in line with the United Nations
Declaration on the Rights of Indigenous People.

Language as an “identity” issue raised by some Terai-based political parties became a
source of conflict during the reporting year. These groups demanded that Hindi be declared
an official language in the Terai. Many people belonging to Nepal’s hill communities looked
suspiciously on their demand as a cultural invasion from the southern neighbor — India
(whose official language is Hindi). In some places, this created a rift between people of hill
and Terai origins. After the Vice President (VP) took his oath of office in Hindi, protests
erupted. Subsequently, the Office of the VP remained non-functional for several months due
to a Supreme Court decision against the use of Hindi for oath-taking. However, this
controversy was solved amicably through the amendment of the Interim Constitution to
permit taking an oath either in one’s mother tongue or in Nepali. Subsequently, the VP took
the oath in his mother tongue (Maithili) and in Nepali. To address issues of inclusion and
governance, the Facility supported two initiatives to create common understanding among
political parties, civil society, and the general public.

Violence, protests, and incidents related to weak law and order continued to occur. In
November 2009, tens of thousands of UCPN-M supporters/ cadres blocked Singha Durbar
(the government’s central secretariat) for two days, preventing everyone, including Ministers,
from entering the compound. In December 2009, the UCPN-M declared 13 autonomous
federal states and a nationwide general strike for three days. Their leaders continuously
boycotted public functions attended by the President, PM, and Ministers. A high-level
political mechanism (HLPM) consisting of leaders from the three major parties (UCPN-M,
UML and NC) and created to end the political deadlock failed to function and forge
consensus. Yielding no gains from its calls for ‘civilian supremacy' and the failure of the
HLPM, the UCPN-M launched a nationwide indefinite strike in May 2010, which paralyzed
the country. After pressure from members of the public, the business community, CSOs, and
the international community, the Maoists withdrew the strike after six days. It was then
believed that the main parties had found a solution to form a national unity government, yet
that government has not been formed to date.

The important issues whose resolution is seen as necessary to bring the peace process to
an end — army integration and Constitution-making — remain contentious. The Government
of Nepal (GoN) has been extending the term of the Army Integration Special Committee
(AISC), formed to provide recommendations on the modalities of the integration process. As
the AISC, a multi-party high level committee, is chaired by the PM, the Maoists have
periodically boycotted its meetings. In addition, political parties are divided on the modalities
to be followed for integration because of differing interpretations of past agreements, such as
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the CPA, and of interpretations of references to integration in the Interim Constitution. The
AISC and the United Nations Mission in Nepal (UNMIN) are yet to finalize commonly agreed
army integration modalities. However, the discharge of Maoist combatants declared
disqualified by the UNMIN was completed in March 2010. The Maoists had unilaterally
agreed to discharge those disqualified for reason of being minors at the time of the ceasefire
(April 2006) or for being recruited after the ceasefire, in order to provide them with
rehabilitation. The international community welcomed the Maoist’s decision to discharge the
disqualified.

The prevailing political stalemate disrupted the activities of the CA, which could not finish
drafting the Constitution as scheduled (within two years, ending 28 May 2010). Thus, there
could be no promulgation of the Constitution. The 10 CA thematic committees and the
Constitution Drafting Committee (CDC) failed to draft the new document owing mainly to lack
of consensus among the major parties. Some contentious issues, such as state restructuring
(federalism) and forms of governance, remained largely unsolved. A last-minute deal was
done between the three major parties late on 28 May 2010, averting a looming constitutional
and political crisis by agreeing to extend the term of the CA for one year. When a
government bill proposing the extension was tabled in the L-P, the midnight deadline was
just five minutes away. The PM’s resignation without delay in order to pave the way for
creation of a national unity government is one of the three points in the deal reached that
night. However, stalemate and uncertainty continued as the PM refused to resign even after
2 weeks of the deal due to parties interpreting the last-minute deal differently.

During the reporting period and throughout the LDF, Canada has demonstrated its
commitment to support initiatives targeting consensus-building in discussions on federalism,
improving governance and political inclusion, and issues of sexual exploitation of girls
displaced from their communities. The Facility has contributed to Nepal's peace process by
supporting economic growth through improving livelihoods, with accountable and transparent
governance systems at the local level. In a politically turbulent phase of the post-conflict
transition, the LDF and its partners remained functional, continuing to support peace-building
work aimed at backing the Constitution-making process, producing peace dividends, and
improving local governance and political inclusion. The experience has proved that the LDF
is well suited to support CIDA’'s new programming focus areas, the SEG, to help
communities rebuild and improve economic growth.

1.2. Social Context

Establishing effective local governance and maintaining development activities have been
critical issues for the government. Strikes and blockades by different armed groups, groups
affiliated to political parties, and identity-based ethnic groups, as well as issues including:
‘donations’ to some groups and political parties that many people label ‘extortion’; physical
threats; and the absence of village development committee (VDC) secretaries in their
respective VDCs, continued to impair the delivery of services. Levels of frustration among
people in general, the vulnerable, marginalized, and youth in particular, are on the rise.

Regular protest programs by the Maoists aimed at toppling the government continuously
disrupted day-to-day operations of local governments (VDCs, municipalities and DDCs
(district development committees). Stalemate among the major political parties on issues
related to civilian supremacy caused local governments to perform badly concerning
development activities. The LDF initiative on making local governments accountable and
transparent helped communities to stay engaged with those governments and to retain
access to government resources. It also assisted local communities to demand transparent
and accountable governance processes at the local level.

The uncertainty and sometimes fear resulting from the political stalemate and demands for
ethnic-based autonomous federal units in the new Constitution, coupled with clashes
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between youth groups — mainly the YCL (Maoist affiliated) and Youth Force (UML affiliated)
— resulted in limited development space in various parts of Nepal. Through their youth
groups, the political parties continued to provide muscle power for favored contractors in
order to acquire government contracts at local levels. Various donor agencies, signatories of
Basic Operating Guidelines (BOGSs), have continuously raised serious concerns about the
adverse working environment prevalent in the country. The 14-point BOGs incorporate
issues like impartiality, accountability, transparency, and inclusiveness, which must be
followed while implementing development programmes in Nepal.

The LDF continued to address issues of poor governance, inequality, social, and political
exclusion, discrimination, and internal displacement in order to build peace from the local
level. Utilizing the some degree of positive and enabling socio-political environment (despite
transitional and security related difficulties), the Facility enhanced the capacities of CSOs,
rural communities, and ordinary people to rebuild relationships damaged during the conflict
years. It also fostered engagement between government and citizens, minimizing social
unrest and conflict, and ultimately contributing to maintain and promote peace-building from
below. However, local level development and the functioning of local governments have
been hindered by the continued political deadlock between the major parties. The
longstanding absence of elected representatives in local bodies (LBs) negatively affected
development works. Even in this context, LDF helped to strengthen local government — by
making it more transparent and accountable.

The Facility continued to assist communities to increase their understanding of crucial issues
related to socio-political transformation, particularly state restructuring (federalism), the
endowment and distribution of natural resources (land, water, forests, minerals), inclusion,
economic well being, and demacratization. Realizing the ground realities, transitional period
requirements, and CIDA’s strategic programming focus for Nepal, the LDF mechanism
remain relevant in support of Nepal's peace process and economic development. This has
also been the conclusion of the LDF's MTR. The Facility has successfully supported
relationship-building between local government (service providers) and communities
(recipients). At the community level, its efforts have resulted in visible changes in social
power relationships in favour of women, Dalits, and members of ethnic communities.

During the reporting year, LDF continued to address communities’ basic needs and socio-
economic and political issues working toward socio-political transformation. Active initiatives
focused on enhancing local peace-building; improving NR management related to state
restructuring (federalism); advocating for transparency and accountability of local
governments and line agencies; improving the inclusion of members of excluded groups in
political processes; and increasing the capacity of sexually exploited girl children to improve
their livelihoods and reintegrate into their families and societies.

1.3. Security and Risk Mitigation

Despite improvements in the security situation after political developments, uncertainties due
to violent protests continued during the reporting year. Differences between the major
political parties leading to political deadlock continued. A major Madheshi (Terai) party, the
Madheshi Janadhakar Forum (MJF) — the fourth largest party in the CA with 53 members out
of 601 — split into two over the formation of PM Nepal’s government in May 2009. Overall,
major political parties in the CA, including both factions of the MJF, simply failed to come to
consensus on any contentious issues, resulting in a weak law and order situation and poor
service delivery from the government.

Improvised Explosive Devices (IEDs) used during the decade-long armed conflict by both
the Maoists and government forces continued to harm people. LDF partners continuously
made locals aware of the ongoing danger, instructing them to avoid areas likely to contain
these terrible weapons. The CCO discussed these issues during experience sharing and
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orientation sessions with partners, reminding them to take necessary mitigation measures
and to be cautious at all times. On a positive note, in 2009 the United Nations Mine Action
Service destroyed all unstable IEDs held in Maoist cantonments and cleared 53 minefields
laid by the Nepal Army.

Political deadlock, uncertainty, and growing mistrust between the major political parties led
to greater differences on a number of nation-building issues in the post-conflict period,
ranging from state restructuring/ federalism to new Constitution-building processes. A rise in
criminal activities (abductions, extortions, killings, etc.) and ethnic tensions created by
“‘identity” politics sowed fear among the general people. The weak law and order situation,
uncertainties caused by changes in government, and frequent protests/ strikes affected
project implementation. To mitigate the risks experienced during this fiscal year, partners
made their best efforts to negotiate with agitating groups so they could continue project
activities even during disruptions. Such problems were observed less frequently in the hills
and the mountains than in Terai districts.

LDF partners managed different risks by adopting conflict sensitive development (CSD)
approaches — maintaining neutrality, ensuring local ownership and good rapport with
communities, promoting GESI, ensuring better communication, and delivering direct tangible
benefits to the poor and excluded — which have been proven over the years to be effective.
As LDF partners are mainly local organizations with local staff, the Facility remained
relatively resilient in the face of political disturbances. Partners maintained trust with local
authorities, local peace-building institutions (such as LPCs), political parties, and
communities in order to minimize risks and be able to continue working. They also adjusted
their schedules as per ground realities.

Forms of governance and government, the federal structure, election systems, the national
language, the right to self determination, priority rights (Agradhikar) and scientific land
reforms are contentious issues that remain to be solved by CA members as they write the
new Constitution. With its one-year extension there will again be heated debates in the CA
over these issues in FY 2010-11, which may have the effect of raising tensions overall. If
parties are unable to mend their differences and control the situation, serious security and
safety problems could develop. This could result in the lengthening of the transition period
and further divisions between political parties and communities. However, it is likely that
healthy debates in the CA, pressure from the people for change, learning from experiences,
and consensus-based recommendations by the high-level commissions (on State
Restructuring, Land Reform, etc) will ultimately lead to peaceful negotiations over
contentious issues and the promulgation of a new Constitution within a year.

During the FY, LDF imparted skills and knowledge to partners on monitoring the security
situation and developing risk-mitigation strategies. Partners used BOGs as an important
security and risk mitigation strategy, and, with LDF, monitored cases of BOGs violations.
However, there were no reports of major violations in LDF project areas during the reporting
year; the partners had learned and adapted to situations as per conflict and peace dynamics.
LDF continued to coordinate with the UN Office of the Coordinator of Humanitarian Affairs
(OCHA) for reporting BOGs violations.

1.4. LDF Priorities in FY 2009-10

Based on conflict dynamics and development scenarios (transition to peace) as per the LDF
PAD, priorities focused on four areas during the reporting year: (i) capacity building for good
governance and effective service delivery — complementary to the LGCDP — and political
inclusion; (ii) state restructuring (debates and discussions on federalism); (iii) justice and
rehabilitation — support to conflict victims, and; (iv) community reconciliation and
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reintegration — the issue of IDPs. These focused initiatives contributed to achieve at least
one of the LDF outcome level results.

By operating in the focused areas of interventions, the LDF concentrated its support as
follows: (i) improving transparency and accountability of local governments —complementary
to LGCDP; (ii) improving the political inclusion of disadvantaged and excluded groups at the
local level; (iii) supporting debates on federalism — from the perspective of rights to natural
resources and economic equity; (iv) supporting conflict victims to improve their livelihoods —
rehabilitation and reconstruction, and; (v) assisting internally displaced girl children (below
16 years of age) working as sex workers in Kathmandu.

In previous years, particularly after the CPA, the LDF prioritized the following areas of
intervention: (a) reconstruction and rehabilitation; (b) community reconciliation and
reintegration; (c) capacity building of local government; (d) support for rural employment
generation, and; (e) continued support and up-scaling of peace-building and community
development. The Facility supported visible and quick-impact investments in remote and
conflict-affected areas to address the immediate needs of local populations and to build their
trust and confidence. It promoted reconciliation activities such as dialogues/ interactions
between displaced individuals and local populations, victims, CSOs, and local party cadres/
leaders, and helped to minimize anger, hatred, mistrust, and rivalries to bring about social
healing.

The LDF supported capacity building for local level planning, devolution, and peace
processes by establishing links and building alliances. The increased number of debates on
social inclusion, access of people to natural resources (land, water, forests) and state
restructuring processes contributed to sustainable peace. Likewise, support for increased
employment through skills development training, micro-enterprise development and income
generation activities (IGA) have been crucial to the Facility’s success. Building on past
experiences, LDF enhanced beneficiaries’ abilities to work towards improved livelihoods,
agrarian/ land reform, local-level peace, social inclusion, and gender equality.

1.5 Process and Methodology Adopted

The process and methodology adopted were similar to those of previous years. LDF
continued to adopt conflict sensitive and integrated approaches linking development efforts
with peace-building, in order to address the root causes of the conflict and to integrate
capacity building with tangible interventions at the local level.

During the reporting year, LDF made strategic interventions to enhance dialogues and
discourses among CSOs, government, CA members, policy makers and the public on issues
of national importance, such as the use of existing legal mechanisms, like the Right to
Information Act, (RTIA) to make local governments transparent and accountable for
improved local governance. Other issues included justice and reconciliation, scientific
agrarian/ land reform, natural resources equity and distribution under a federal governance
structure, and inclusion of excluded groups in political processes at the local level.

The LDF strengthened local institutions, such as Citizen Concern Group (CCGs), natural
resources users’ groups, socially excluded groups, peace networks, women’s groups,
cooperatives, and sister organizations of political parties to engage them on addressing the
peace and development needs of communities. The Facility worked through CSOs, involving
them in implementing sub-project activities. With an approach of integrating economic
development activities (livelihood improvement/ IG) in peace-building initiatives, it created a
space and environment for greater participation of beneficiaries in minimizing violence and
promoting peace locally.
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LDF provided an opportunity to share lessons learnt at the grassroots level with policy-
makers, and contributed to enhance the knowledge and understanding of CA members,
government officials, and political party representatives, particularly on the issue of natural
resources management under future federal forms of governance. Sub-project interventions
were directed towards influencing policy makers and CA members, so that people’s voices
and concerns will be reflected in the new Constitution.

LDF continuously uses local resources and skills (local staff), flexibility (time, activities),
quick disbursements, transparency (public auditing), and increased resources for
communities as successful elements of its programming. Experience sharing, field visits,
telephone enquiries, orientations, and interaction sessions have been used to monitor sub-
projects and improve relationships with partners and beneficiaries.

2. PROJECT LEVEL RESULTS AND LINK TO PROGRAMMING PRIORITIES

The LDF has performed satisfactorily over its programming period as per the expected
results outlined in the PAD. Its results are in line with CIDA’s country programming strategies
for Nepal — strengthening of the peace process. There is sufficient evidence to demonstrate
that the LDF’s approaches and results have contributed to minimize violence, build peace,
and empower and improve the lives of conflict-affected people, including marginalized and
excluded communities. It increased the awareness of people involved in the project on
conflict transformation and peacebuilding. The MTR (2006) has highlighted the major
achievements and strategies undertaken to work in conflict sensitive environments, and
recommended that the LDF, as a mechanism to support the changing conflict dynamics and
peace building needs of the country, be extended.

Over the years, LDF has worked through three different scenarios: (i) low-intensity conflict;
(i) prolonged and intensifying conflict, and; (iii) transition to peace scenarios mentioned in
the PAD. In doing so, it gained considerable knowledge, skills, and experiences. During the
past FY, LDF was in a transition to peace situation. Community-level peace mechanisms
(peace networks/ groups) established during the low intensity conflict continuously supported
peace-building work at the local level. They have been crucial during the current post-conflict
transition to reduce violence, maintain social/ ethnic harmony, mediate local conflict,
negotiate with emerging armed/ interest groups, and act as a link between government and
communities to address root causes of the conflict.

After the signing of the peace agreements (2006), the LDF took advantage of the positive
environment and supported initiatives in favor of the poor, women, Dalits, and ethnic
minorities and in favor of economic development contributing to peace. The increased role
and participation of excluded communities and groups — including women — in decision
making and development activities have been clearly visible in project communities. During
the reporting period, the Facility supported initiatives to facilitate debates on issues of:
natural resources management under federal systems of governance; justice and
reconciliation of conflict victims; the Constitution-making process; scientific agrarian/ land
reform; improving local governance, and better engagement between citizens and the state.

The LDF built partners’ capacities and skills to work effectively in the conflict situation
through orientation sessions, experience-sharing workshops, and training. Partners see this
as a huge contribution from Canada to promote the growth and development of CSOs at the
grassroots level in Nepal.

LDF support has directly addressed CIDA’s strategic programming priorities in Nepal. The
Facility has also worked closely with other CIDA bilateral and local initiative projects — Peace
Building from Below (PBB), SAHAKARYA, the Developing Democracy in Nepal Responsive
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Facility (DDNRF) and the Canada Fund for Local Initiatives (CFLI). The strategies,
approaches, and experiences of the LDF have been useful for these other initiatives as they
implement their own project activities under adverse security circumstances.

Sub-projects’ contributions to achieving outcome level results remained more or less the
same as in previous years. Of the three LDF outcomes, a greater numbers of initiatives
helped to achieve result #2, followed by #3, and #1. This is true for overall LDF
programming, and is demonstrated by the fact that there is a greater need for reducing
violence and promoting peace than for meeting community demands to fulfill basic needs.
That fewer initiatives fell under result #1 was due to the fact that the Maoists did not allow
CSOs to work with the government during the armed conflict.

During the reporting year, the LDF focused its support to current socio-political and
economic needs particularly in these areas: improving accountability and transparency of
local governance processes; improving political inclusion of excluded communities and
groups; state restructuring and Constitution—building; and supporting land and agrarian
reform. Through the Facility, Canada has strategically supported Nepal’'s transitional needs
in line with the CIDA Nepal programming focus — the SEG — building foundations for peace.

2.1. Project Performance

a. Performance assessment

During the reporting year, the LDF supported political inclusion, improvement in local
governance, and debates around issues of land and agrarian reform, state restructuring
processes, and internally displaced girl children. With its flexible, responsive, and proactive
mechanisms it played a crucial role in promoting peace-building. The Facility has increased
the capacity of CSOs and other stakeholders in addressing the underlying causes of conflict
— economic deprivation, discrimination, poor governance, and exclusion. Working mainly at
the district and community levels in partnership with local organizations, LDF partners have
been able link local experiences with policy makers to influence policy decisions (such as
concerning the CA and political leadership) at the national level.

b. Results achieved from initiatives supported during FY 2009-10

Changing the feudal mindset and updating political party structures are perceived pre-
requisites to attaining inclusiveness in Nepal's state machinery. Tapping into this
opportunity, LDF piloted an initiative, Improving Political Inclusion of Excluded Groups, in
Baglung, Myagdi, and Parbat districts of the Western Region, in order to increase the
inclusion and access of politically excluded groups in political party structures locally. The
initiative built the capacities of political parties, their sister organizations, and CSOs to
improve the meaningful inclusion of members of these groups in political party structures; it
also contributed to peace-building processes.

LDF created awareness of GESI issues through increased participation of women and
socially excluded groups in interactions, meetings, advocacy, and lobbying. It helped to
increase understanding among members of political parties, local governments, civil society,
and the general public about political inclusion. The use of local print media (newspaper
articles and editorials), public interactions between citizens and political leaders, radio
reports/ interviews and TV programs was also highly effective. Meeting with stakeholders
during their monitoring visits, CCO professionals found that sub-projects had generated
debates, momentum, and greater pressure on political parties to be more inclusive. Although
reforming political parties is a time consuming and top down process, the initiative created
greater awareness and willingness for change among local leaders, civil society activists,
and members of excluded groups.
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The LDF has improved the responsiveness of local officials to the public’s demands for
information, and helped improve the transparency and accountability of service delivery by
local government and line agencies. The sub-project with CAHURAST, in the districts of
Morang, Dhankuta (Eastern Region), Rautahat, Dhading (Central), Nawalparasi, Gorkha
(Western), Dang, Rolpa (Mid-Western), and Kailali and Dadeldhura (Far-Western Region), is
a good example of re-establishing linkages between citizens and local governments and
district line agencies to make the latter accountable and transparent in providing services to
the people. Using the RTIA as a legal tool (among other mechanisms, such as the Good
Governance Act, Public Procurement Act, Banking Offence Act, and Anti-Money Laundering
Act), the initiative created and strengthened citizen concern groups (CCGS) in 10 districts.

CCGs made strong progress towards implanting good governance practices at the local
level by conducting activities such as public hearings, public audits, budget monitoring, and
case studies. Institutionalizing CCGs increased citizen’s awareness and participation in good
governance practices (such as active participation in public hearings), which has sensitized
local governments to adopt transparent processes and be more accountable to citizens.The
results reflect the relevance of LDF in efforts to reduce the potential for mistrust between
government and the people, to provide a peace dividend, and to improve governance.

The LDF created a degree of public awareness about the RTIA, and increased the abilities,
and skills of CCG members to demand information. It enabled communities to have access
to information from district line agencies through the appointment of Information Officers
(I0). This is an important contribution, particularly because the RTIA is being interpreted as
recognizing the rights of media people only, rather than the rights of all people. Though
many line agencies have appointed or designated 10s after project intervention, the quality
of their services is yet to be judged. Media mobilization, publicity, street drama, and
interaction programs raised public awareness of the RTIA. Though the scale of public
awareness is difficult to measure after a small, time-limited intervention, the Act is a
necessary pre-condition to establishing accountability and transparency in local governance.

Apart from strengthening the demand side, the RTIA has also increased the responsiveness
of public officials to public demands for information — thus improving the supply side. This is
a significant achievement in improving good governance practices at the local level. While in
some cases CCG members faced negative attitudes from public officials, in other cases it
was observed that the members themselves were not well informed about which information
to seek from officials. This demonstrates a further need to build their capacities. Interestingly
in one case, CCG members went to the extent of giving the chief district officer (CDO) three
days to respond to their request for information about passports issued during the month.
Contrary to their expectations, they received the information within three hours.

An initiative, Justice and Reconciliation During the Transition Period, in Bardia District,
western Terali, helped conflict victims and their organization — Conflict Victims’ Committee
(CVC), to improve the access of conflict-affected families/groups to better livelihood
opportunities, and to contribute to reconciliation among victims. It has improved the income
and equitable access of groups affected by conflict (women, children, the poor) to basic
human needs and public goods and services by increasing their capacities to speak out for
access to justice, government services, and vocational skills to improve their livelihoods. The
initiative also helped victims to regain confidence in local governments and district line
agencies, and to re-establish the engagement between local government and the people.

The LDF continued to support internally displaced people (IDPs). That population,
particularly women and children displaced from communities during the armed conflict, is
facing challenges in returning to its respective communities. During the reporting year, the
Facility provided psychosocial counseling and rehabilitation support to displaced teenage girl
children (below 16 years of age) who have fallen prey to the country’s growing sex industry
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in major cities, particularly in Kathmandu. LDF increased the capacity of those girl children
working in massage parlors to access vocational skills to improve their livelihoods and
reintegrate into their families. It raised the issues of compulsive prostitution with civil society
and other stakeholders, who have started to show concern about the issue.

LDF increased the knowledge of girl children on reproductive health, HIV/AIDS, and the legal
rights of girls and women via weekly classes and training. Radio programs about these
issues have begun to change the perception of the public towards the girls, and they have
started expressing empathy towards them. The initiative also established links at district
levels to minimize the chances of girls being trafficked to Kathmandu and other major cities.
However, in the face of existing gender inequalities and the absence of proper legal
mechanisms to address the problem, the girls/ women continue to be insulted or punished
by the administration/ police.

During the reporting year, the LDF continued to support initiatives to enhance understanding
about the distribution of natural resources and land and agrarian reform under federal
systems of governance. The sub-project established that constitutional recognition of
“‘community rights on natural resources” should be a major lobbying point of organizations,
federations, institutions, and individuals working in this area. It increased the knowledge of
CA members on natural resources, democracy, and community rights. CA members (193)
who participated in an LDF program have recognized the importance of including issues of
natural resources management, community rights, and equity rights in the new Constitution.
This is evident from the fact that relevant CA thematic committees have incorporated a
provision on community rights to natural resources in their concept papers.

This initiative raised CA members’ interest and understanding of natural resource issues by
providing necessary data (district-level) related to water (irrigated areas, hydropower,
alternative energy), land (food balance, crop production, revenue, arable land), forests
(community forest area, forest revenue and cover), and other issues (per capita income,
overall composite development index, caste/ ethnic population, tax and non-tax revenue).
GIS generated natural resources endowment maps were impressive and powerful tools for
demonstrating to CA members the need to determine the correct form of federal governance
in order to minimize possible future conflicts related to natural resources.

In four districts (Baglung, Dhanusha, Parbat, and Sindhupalchowk), the Facility supported
people’s participation in peace-building activities by developing a capacity-building manual
for government-created, local peace committees (LPCs). It continued to build relationships
between peace groups, networks, and the LPCs, and established policy linkages with the
Ministry of Peace and Reconstruction (MoPR) at the national level. Though the functioning of
LPCs as viable peace structures remains a distant reality, the LDF helped members to better
understand their roles, responsibilities, and local needs for reducing violence and promoting
peace.

LDF’s achievements and results are visible in project communities (both outputs and
outcomes). The results achieved (cumulative results) by sub-projects follow. Achievements
at the outcome level contributed to impact level results.

c. Expected output level results
The indicative output level results mentioned in the LDF PAD " are as follows:

1.1 Improved understanding on the part of development stakeholders regarding gender
and social dynamics in local and governance processes.

! The output level results have been amended after the MTR (December 2006) and in consultation with CIDA
HQ (Jonathan Laine and Michael Arnoni) and the post in May 2007.
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1.2 Increased role and capacity of development stakeholders to demand transparency
and accountability of government operations.

1.3 Increased capacity of local communities to manage natural resources equitably for
sustainable livelihoods.

2.1 Increased capacity of development stakeholders to understand conflict analysis and
impact assessment.

2.2 Increased knowledge and awareness of development stakeholders regarding human
rights (HR) and rights-based approaches.

2.3 Increased understanding and application of gender dimensions in peace-building
efforts by project partners.

2.4 Models developed for successful integration of ex-combatants and IDPs.

3.1 Increased capacity of target groups in conflict affected areas to demand services.
3.2 Increased entrepreneurship and employment opportunities for conflict victims and
vulnerable groups.

4.1 Sub-project-based analysis and learning shared with CIDA.

d. Actual output results (cumulative)

The expected output level results are the indicative results mentioned in the LDF PAD. The
output level results achieved from 68 sub-projects by the end of FY 2009-10 contributed to
achieve the stipulated LDF outcome level results.

1.1. Increased the capacities of 64 CSOs in the local planning process and project
management through local-level networking, awareness-raising, and results-based
management (RBM) and orientation trainings provided by the CCO. These CSOs were
oriented on integrating GESI in the entire project cycle and on the roles of LPCs; made
aware of local governance and planning processes; and increased their understanding of
conflict transformation and peace building. Increased local capacity for community-level
peace building through strengthening LPCs (8); increased knowledge of land and agrarian
reform issues (land ownership, acquisition, redistribution, modalities of reform) at local and
national levels.

The LDF increased knowledge by engaging professionals, CSOs, CA members (193),
natural resources experts, and the general public (directly involved 1,266 people) in
identifying natural resources endowments and distribution, and environmental and contested
issues in the new Constitution through: reviews of books (60) and articles (500) related to
federalism; publication of journal/booklets/policy briefs, and workshop proceedings;
interactions/workshops (40); media roundtables; and presentations of issue-based technical
papers (21) by experts to CA members/ thematic committees.

The sub-project has increased the knowledge and skills of CSOs, local government officials,
line agency officials, members of users’ groups, local political party leaders, and the general
public on how to make local government accountable and transparent using RTIA through: a
series of interaction/ discussion programs (total of 465 people); capacity-building (102
persons); media mobilization; case studies; and monitoring of development works and public
services by CCGs (10) comprising members from political parties, media, and civil society.

1.2 Increased the roles and capacities of 25 development stakeholders (local partners) in
establishing linkages and coordination with district line agencies; some are also able to pool
local (VDC/DDC) resources. Government offices have recognized local partners and invited
them to participate in their district planning workshops/ processes. Increased the capacities
of local organizations to document evidence and facts (35 maps, briefing notes, discussion
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papers) on issues of NR endowments through: interaction sessions (18); book reviews (60);
distribution of materials, which resulted in a better understanding of issues among CA
members. Increased the capacities of local partners and CSOs in different districts (10) to
make local governments (VDCs-20, DDCs-10, municipalities-5) more accountable and
transparent to complement efforts of the multi-donor supported national program — the
LGCDP.

Forming sub-groups (42) CCGs undertook case studies, monitored development works and
public service, and held mass mobilization programs like street dramas, radio programs, and
public hearings. This helped to improve local governance. Transparency and accountability
issues taken up by CCG sub-groups included monitoring of: infrastructure projects (drinking
water, road construction, health posts, irrigation, school buildings); district level offices and
local governments’ budgets and service delivery; distribution of allowances (old age, widow)
and subsidies; and monitoring of development works (such as public/ private schools and
cooperative shops).

1.3 Increased the capacities of local communities in project areas to equitably manage
natural resources, particularly land and forests, to generate sustainable livelihoods for
women and men. The LDF also increased capacities of local communities to address issues
of inequitable land distribution, absenteeism, land reforms, and landlessness, through land
rights advocacy in 60 communities of two Terai districts in the Far-Western Region. It
empowered local communities (8 VDCs in 4 districts), and developed a community-based
land rights model based on consultations, needs, priorities, and available resources. The
project developed the capacities of local land rights activists (12; 6 women) and community
leaders (188) to support land rights campaigns; increased awareness of natural resources
endowments; the roles and rights of local/ indigenous communities (ILO Convention 169)
vis-a-vis federal governance structures; and with established networks of federated
organizations, advocated for improvements to livelihoods and justice in the Constitution-
making process.

The LDF has strengthened land rights movements by ensuring the high participation of
landless people (3,300) in peaceful demonstrations (5), bicycle campaigns/ rallies/ marches;
developed district-level land rights committees (2) with representatives from community-level
groups (63), including marginal farmers, tenants, and landless people (516 members; 324
women). The Facility helped to raise community awareness of land issues through street
dramas; developed cultural teams (2) for campaigning, and strengthened 63 community
people’s organizations (3,718 members; 1,884 women). It enhanced the capacity and power
of tenants, Dalits, and ethnic communities to influence land-related policies and claim their
rights to land and fair wages, and enabled tenants and landless farmers (1,963) to file
petitions at district land revenue offices concerning tenancy, shelter, and compensation.

2.1 Through training, the LDF increased the knowledge and understanding of human
rights and conflict management among 64 CSOs. A network of 10 CCGs (102 members), 91
district peace networks (791 members) and 277 Community Peace Groups, CPGs (5,688
members; 3,952 women) emerged as local peace forces, and have been effective in
reducing violence and maintaining peace in communities. The network also enhanced the
knowledge of young boys and girls (187; 84 girls) on conflict reduction, community
reconciliation, and peace building by strengthening peace child clubs (12). It enhanced the
capacities of local partners and communities to solve local conflicts (146 cases); improved
community measures for protection; identified cases of domestic violence (335); mediated
local conflict cases (129); raised awareness on peace; and lobbied for peace.

The LDF increased the skills, knowledge, and capacities of CSO partners and individuals
(1,286 from project communities) about conflict transformation and peace building, and
supported 634 conflict victims. It also improved access to formal schooling for 404 conflict-
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affected children (boys and girls) through scholarships. It promoted reconciliation and co-
existence among various groups, and increased the capacities of conflict/ peace
stakeholders in 14 districts and 28 communities in the Terai. The Facility supported justice
and reconciliation during the transition period by improving the access of conflict affected
families/ groups to better livelihood opportunities, through the CVC, and contributed to
reconciliation among conflict victims.

The capacities of peace stakeholders were enhanced at the national level by strengthening
collaboration between CSOs and the MoPR. The LDF contributed to establishing consensus
among political parties, civil society, the government, and CA members on issues of natural
resources by submitting recommendations to the relevant CA committees. This supported
informed decision making by the CA.

The Facility enhanced psychosocial intervention (counselling) by strengthening psychosocial
care by CIDA/CCO partners. It increased the capacity of partners to handle cases of
traumatized people by developing psychosocial workers (21 community counsellors from 14
CIDA partners; 13 women) and mainstreamed psychosocial care systems within their
programs. Conflict victims/ traumatized people (106) received psychosocial care, and
several victims (38), including women (16) and children; requiring further treatment support
were referred to the Centre for Victims of Torture (CVICT), a national organization (and LDF
partner). Establishment of psychosocial care systems produced positive changes in the
attitudes of community people (2,068) and families towards people with psychosocial and
mental health problems. In the area of reconciliation, the LDF increased awareness of youth
(3,512), and developed local human capital (180 persons) through training on reconciliation,
forgiveness, and the healing process.

The LDF improved development space by disseminating the BOGs of bilateral donors (13)
via project beneficiaries, peace groups/ networks, and CSOs across the country. BOGs
messages reached 45 districts through electronic media (TV and radio), national (5) and
regional (10) newspapers, regional workshops (5), posters (2,000), pamphlets (60,000) in
nine different local languages, and public/ civil society forums. This enabled CIDA partners
to better protect development space, implement development activities safely, and negotiate
with local actors as per the need.

The LDF enhanced the capacity of CSOs and local communities to promote reconciliation,
social harmony, and integration among ethnic groups. It increased knowledge and
understanding between ethnic, caste, cultural and religious communities, via peace and
harmony committees (15) in three districts (450 members). It increased youth involvement in
maintaining social harmony by developing community youth volunteers (135), providing
vocational training and awareness to youth (3,512), and raising awareness among local
people (180) on reconciliation, forgiveness, and healing processes; the LDF also increased
the access of conflict affected people (474 households; 1,267 individuals) to community
infrastructure (irrigation, schools, bridges, and drinking water).

2.2 The Facility increased the knowledge and capacities of CSOs and local communities
in promoting HR and rights-based approaches through 19 HR-violation, fact-finding
missions, and by promoting reconciliation (280 members from CVC). It improved the HR
situation by monitoring incidents (10), and enhanced the knowledge of six HR activists (5
women). The partners were able to negotiate the release of people detained by the state (6)
and Maoists (21), as well as those abducted by armed groups in the Terai. Some of the
displaced girls (5) from the communities received citizenship certificates from the
government.

The LDF enhanced the capacities of members of LPCs and community level peace
committees (CLPCs) (176 members in 4 districts) to deal with conflicts. It increased their
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knowledge of conflict analysis, the importance of empathy in peacebuilding, dispute
resolution, mediation, non-violent approaches, the nexus between human rights and peace-
building, and the process of reconciliation, as well as improving their application of conflict
resolution skills. Members of LPCs and CLPCs are applying that knowledge and those skills
in their daily lives.

The Facility increased awareness of conflict and peace-building among district and
community stakeholders through 97 peace rallies involving 34,835 people (20,062 women).
It rehabilitated conflict affected teenage girls (15) from poor and Dalit families; increased the
understanding of 5,417 people (40% women) on conflict and peace through orientation/
interaction programs (43 events); and improved the skills of members of district and village
peace groups (1,286 persons) through conflict management/ transformation trainings (35
events). The Facility contributed to bringing international experience (supported a
conference with >180 participants from 43 countries with the involvement of the Ministry of
Land Reform and Management (MoLRM) and International Land Coalition (ILC) on land and
agrarian reform; generated national/ international lessons on land reform, and raised land
rights as a key issue for minimizing conflict and building peace, resulting in the GoN and
Land Reform Commission taking ownership of the issue.

The program has developed peacebuilders (27) through four modular courses (of 8 months)
on peace building. Those peacebuilders come from a variety of government institutions
(MoPR, Nepal Army, and Police), trade unions, HR organizations, and CIDA partners. The
diversity of participating institutions increased collaboration between government, CSOs,
and security forces with the aim of building peace.

The LDF, through the CVC, has increased the capacity of conflict victims (13) by
strengthening VDC-level youth clubs (31 clubs; 442 members); organizing interaction
sessions (5) among members of victims’ committees (222 members) and youth clubs;
conducting interactions (5) on the proposed Truth and Reconciliation Commission (TRC) and
Disappearance Commission (DC) (280 members of CVCs, youth clubs, local teachers). Its
sub-projects organized interactions (4) and discourses on reconciliation (3-day training to 34
members of CVCs) between local government officials, line agencies (district administration
and livestock offices), NGOs (17 representatives) and victims (229 people), which built
capacities for discussions on the TRC and DC. The Facility also trained CVC members (23)
on project financial management.

2.3 The LDF increased knowledge, understanding, influence, and participation of women
— including in decision-making roles — through training of Women Media/ Peace Volunteers
(157) and Women Peace Groups/ Community Peace Building Groups (2,054); enhanced
gender sensitization, women’s empowerment, good governance and leadership training (225
women). The level of awareness of gender-based violence (GBV) among rural women and
men (2,065) has increased. Seventy-five (75) women at the district level have been
empowered to draft the Constitution, reach consensus on contentious issues and legislation,
and have better understandings of the roles of different actors in the parliament.

An LDF sub-project created awareness of GESI issues through increased participation of
women and members of socially excluded groups in interactions, meetings, and advocacy
and lobbying activities. It helped to increased the understanding of members of political
parties, civil society, local governments, and the general public on the issue of the political
inclusion of women, Dalits and indigenous groups through: newspaper articles (20) in the
local press (40); radio reports/ interviews (>100), and television programs. The Facility also
raised the awareness of women about democratic governance, and increased their influence
on community decision making.
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LDF increased the knowledge and skills of 2,307 men and women farmers and 679 conflict
victims in various income-generation activities (IGAs), which also promoted peace building at
local levels. It helped to raise issues of socially excluded groups (women, indigenous —
Kumals and Tharus) in six districts via direct interaction with community people (634), and
reached masses through broadcasts (19) of a weekly program on government-owned Nepal
Television.

Improving the political inclusion of excluded groups, the LDF increased the capacities of
political parties (8), the knowledge of children and women (600 from 15 schools),
communities (128 people), CSOs (10) and different sister organizations (97 people; 12
women, 11 Dalits, 25 Janajatis) of political parties on political inclusion. It enhanced the
abilities of party leaders/ cadres (316: 143 women, 50 Dalits, 73 Janajatis, 17 people with
disabilities (PWDs) to understand the meaningful inclusion of politically excluded groups in
political party structures at the local level through training (8). It also helped promote
inclusion and internal governance of political parties, and increased media reporting through
training of media people (86).

Improved political inclusion was a result of the Facility supporting political mechanisms and
local think tanks, as well as capacity—building; media mobilization through the Chautari
program — a regular sharing/ interaction for strengthening direct communication among
political parties, CSOs, government officials and excluded groups; street dramas (12 events,
reaching 1,800 people); public dialogues; and public hearings. Street dramas encouraged
villagers to reform community level committees, such as school management committees, to
be more inclusive. Villagers also concluded that dramas can help to strengthen social
harmony and make village elders and elites more supportive of inclusive decision making.
Thus, LDF increased the participation of Dalits and other women and men in community-
level management committees (schools, forests), and thus reduced caste-based
discrimination.

3.1 The LDF established community-based savings and credit groups (179 SCGs with
5,273 members), which undertook socio-economic development activities with 4,560 women
members from poor households and with conflict victims involved in different activities. It
increased the roles and capacities of 50 development stakeholders (local partners) in
establishing linkages and demanding services from local governments (DDCs/VDCs) and
district line agencies.

The Facility supported increased access to health services (43,328 persons; 70% women
and children) and primary health care facilities (15,000 persons) through community health
clinics (10) and mobile health camps. Emergency cases (298) were referred to hospitals in
Kathmandu. It increased the capacities of nine Health Management Committees (94
members with 50 women), and improved access to reproductive health services for women,
particularly those with uterine prolapse (190 cases treated; 19 surgeries).

LDF rehabilitated 50 women into society with enhanced skills and income, and undertook
action-research with 200 internally displaced women working as sex workers in Kathmandu.
It increased the access of girl sex workers (200) to education by admitting them in an open
school and increased knowledge in reproductive health and women’s rights (111 girls). It
increased the capacity of sexually exploited girl children (150) working in massage parlors to
access vocational skills in order to improve their livelihoods and reintegrate into their
families/ societies. The beauty parlor training with enabled some girls (4) to get employment.
Likewise, it also supported the rehabilitation of 198 IDPs in their respective communities.

3.2 LDF contributed to improved availability of food in areas directly affected by the
conflict via support to community, agriculture-based farming activities, agro- and agro-
forestry based rural enterprises, and by providing food security, nutritional assistance, and
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income generation activities to remote, conflict affected areas. It increased the capacities of
a conflict victim’'s organization (25 members) and youth clubs (442 members, 31 clubs) to
access justice, government services, and vocational skills through development of micro-
enterprises (3 groups with 15 members doing food preparation and pig farming),
representation in LPCs and involvement in IGAs. Ambassadors of 10 different countries
visited conflict victims in Bardia District to learn about their activities.

The Facility increased entrepreneurship and employment opportunities for conflict victims
and vulnerable groups. It improved the economic status of targeted communities (2,307
people) with increased income through IG programs, and also developed skills (1,709
people). It increased employment (32) and income (70) of Dalit women through development
of agro-enterprises (goat keeping, pig raising, and vegetable cultivation). It also boosted
access to formal education of conflict affected Dalit children (75) by providing scholarships.
The LDF augmented youth participation and knowledge through vocational training (135) on
driving, carpentry and motorcycle repair; and increased the access of conflict-affected
people (474 households; 1,267 people) to community infrastructure (irrigation, schools,
bridges, drinking water).

4.1 The LDF shared its analysis and learning from sub-projects via knowledge pieces
and case studies. Regular analysis of the security situation from the field provided updated
and relevant information for realizing ground level realities and input to the decision-making
process. The experience of working with LPCs, through a pilot LDF initiative, were shared
and found to be useful for the Peace-building from Below (PBB) project. Experiences derived
from working to make local governments transparent and accountable using the RTIA as a
legal mechanism have been shared with donors supporting LGCDP/MoLD and other
stakeholders.

e. Output variance

LDF continued to increase the roles of civil society, including CBOs, in development, conflict
prevention, and peace-building issues. These included making local governments
accountable and transparent; improving the political inclusion of excluded groups, including
women; natural resources equity and distribution; land rights; and livelihood improvements,
by working in line with national priorities and with the CIDA-Nepal Programming Strategy
(IPS). It also supported partners and beneficiaries on issues related to IDP girls as sex
workers and working with the CA and its members on Constitution—-making, and thus
achieved some output level results that were not anticipated in the LDF PAD.

Realizing the need to promote democratic governance at the local level, the LDF supported
an initiative to use existing legal mechanisms, such as the RTIA, to make local governments
transparent and accountable. The executing agency deployed many volunteer CCG
members from its district chapter who, with zeal and enthusiasm, contributed positively to
the success of the project. It also established networking among CSOs at the local level by
bringing teachers, lawyers, journalists, social workers, businesspeople, and political workers
onto a single platform, where they shared their knowledge and experience. However,
organizers of this initiative have faced challenges in sustaining this volunteerism over time.

LDF promoted debates and discourses on state restructuring (natural resources
management issues in federalism), land/ agrarian reforms and the political inclusion of
excluded groups. It also supported an initiative on the issue of sexually exploited girl children
(below 16 years of age) working in massage parlors after they were displaced from their
communities. It continued to engage CA members, government officials, policy makers, and
CSOs in debates and discourses on issues of national interest and ways to mitigate the
negative effects of the armed conflict.



Local Development Facility Annual Report FY 2009-2010 18

f. Narrative assessment of the project-level results

Expected Outcome Results

Enhanced capacity of Nepali development stakeholders (women, men, CSOs, LBs, etc.)
to plan and implement equitable and sustainable development and governance
processes at local and other levels.

Enhanced roles and capacities of civil society (including networks and coalitions) and
government actors in peace building processes and prevention of conflict.

Improved and equitable access of groups affected by the conflict (women, children, the
poor, disadvantaged groups) to basic human needs and public goods and services.

Better designed CIDA programming strategy and work in Nepal.
Actual Outcome Results (Cumulative)

The LDF enhanced conflict transformation and peacebuilding capacities of LPCs and
existing peace structures at local (district and VDC) levels. It has been successful in bringing
community people together to share their feelings, thoughts, tragedies, and traumas suffered
during the conflict, and to analyze and reconcile with one another using the skills leant in the
training. This has helped increase communal harmony. The LDF helped LPCs to develop a
good relationship with the MoPR nationally and with CDOs, local development officers
(LDOs), District Police Offices, LPCs, CLPCs, and other NGOs working in districts. It
highlighted the importance of LPCs among the district stakeholders of peace. Peace-building
training helped build relationships among LPC members, and empowered women,
positioning them as stakeholders of peace at the community level.

Support to conflict victims as a dividend of peace brought together people divided in various
ways (caste, class, gender, religion, ethnicity, and politically), and helped them to develop
relationships and cooperate for common community causes, including community visioning.
By encouraging people to rise above vested social and political agendas, it motivated them
to think and act for greater common goals. Livelihood support to conflict victims helped them
to rebuild their families and live dignified lives. Most conflict victims receiving support began
new livelihood activities, and the positive results are already visible on the ground.

The LDF continued to enhance the roles and capacities of local community organizations,
other groups, and citizens to engage with local government and in local governance
processes. It increased the abilities and courage of CCG members to demand information
from local bodies and line agencies. This led to greater responsiveness from public officials
to public demands for information.

The Facility increased the understanding of CA members, political party leaders,
communities and CSOs on issues around natural resources management (land, forests,
water) in a federal governance system, including the roles and rights of communities in
relation to their livelihoods. It organized debates and created discourses on how to reflect
these issues in the new Constitution. It also enhanced the meaningful inclusion of politically
excluded groups in political party structures at the local level, and contributed to peace-
building processes.

The LDF has improved the income and equitable access of groups affected by conflict
(women, children, the poor and disadvantaged) to basic human needs, public goods, and
services, by increasing the capacities of victims’ organization and committees to call for
access to justice, government services, and vocational skills. It engaged professionals,
CSOs, and natural resources experts, CA members/ thematic committees, and the general
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public to identify contested issues of natural resources endowments and distribution, and
other environmental and contested issues in the new Constitution. Beneficiaries are now
able to participate more effectively in the processes of Constitution—making, with critical,
creative, and reflective contributions.

Use of the media (newspapers, radio, and television) and education materials have
increased citizens’ knowledge of current socio-political issues and transformation efforts.
One case in point is the radio program (aired on Mero FM and Image FM) and education
materials (monthly newsletter and sticker) aimed at educating girls working in massage
parlors, and at making stakeholders and the general public aware of these issues. This
initiative empowered girls and concerned stakeholders to work against compulsive
prostitution, providing space for victims to raise their voices and establish networks. Its
impact is evident from the fact that LDF partners have started receiving numerous telephone
enquiries from the districts to discuss the issues or requesting help to mitigate problems. For
example, a girl aged 14 undergoing physical, sexual, and mental exploitation was rescued
(See case study).

The number of sub-projects contributing to each outcome level result remained unbalanced,
as sub-projects were developed and approved to meet the changing needs of the country
and conflict/ peace dynamics.

The LDF outcome level results (quantitative and/ or qualitative) achieved from programming
(68 sub-projects) from the Facility’s start in FY 2002-03 to the reporting year are as follows:

Enhanced capacity of Nepali development stakeholders (64 CSOs) in planning and
implementing equitable and sustainable development and governance processes, as well as
to equitably manage natural resources at local and other levels; capacities of development
stakeholders (21) to establish linkages and coordinate with district line agencies have been
enhanced, enabling the pooling of resources for community development. Various capacity-
building trainings have increased and enhanced stakeholders’ knowledge and skills on
implementing sustainable development in conflict situations without putting their lives at risk.
The LDF contributed to improved governance of CSOs, linking them with good governance
practices in local government, and enhanced partners’ capacities to work in and on conflict
(substantially during the armed conflict) and to do programming in the post-conflict transition
period. It increased awareness of professionals, CA members (193) and the general public
(1,266) on issues of endowments/ distribution of natural resources (land, forests, minerals,
water) and the roles and rights of indigenous communities concerning livelihoods and justice
in the federal Constitution-making process. These groups are now able to participate more
effectively in such processes, with critical, creative, and reflective contributions.

The Facility increased space for local bodies, currently managed under an all-party
mechanism, to address issues around local governance using the legal tool of the RTIA.
Through activities such as public hearings and audits, budget monitoring, and case studies,
the RTIA was presented as a tool to establish transparency and accountability in local
governance systems. This has enhanced the capacity of local-level governments (DDCs,
VDCs, and municipalities) and line agencies in project districts to be transparent and
accountable to the people. It also generated lessons on how CSOs and communities can
work with local governments and line agencies to make them transparent and accountable to
the people and the communities they intend to serve.

The roles and capacities of 64 CSOs (including networks and coalitions) and government
actors to do conflict prevention and contribute to peace-building processes have been
enhanced at the district and community levels. Their efforts monitoring HR violations (19
cases) in different parts of the country have been linked to national/ international HR
organizations (UN Office of the High Commissioner for HR (OHCHR-Nepal), National HR
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Commission (NHRC), and Informal Service Sector (INSEC). By increasing awareness, they
have built pressure for peace. CPGs (277) and peace networks (91) have created space for
development work through dialogue and consultation with the various conflict stakeholders.
CPGs, particularly women’s peace groups/ volunteers, have played an important role in
reducing domestic violence against women (335 cases) — including in family disputes, class/
caste discrimination, and direct violence by men (146 cases) — and facilitated the provision
of justice through negotiations and local level pressure.

Groups have helped to deliver services to people in cases where there existed a local
political/ power vacuum due to the absence of LBs/ government. Some groups were even
able to have people released from detention and reunite them with their relatives. Others
have been very effective in dealing and negotiating with armed groups and security forces to
protect development space and resolve community disputes. During the 2006 People’s
Movement, these groups and beneficiaries at the grassroots level were instrumental in
promoting participation advocating democracy. Capacity development enabled them to be
active, raise their voices, and link micro-level concerns/ issues to the macro-level peace
agenda.

By strengthening collaboration between the CSOs, MoPR and MoLRM, the Facility
increased the capacities of LPCs (176 members) and local communities, and facilitated
consensus building among political parties and CA members on issues of natural resources
in order to minimize conflict and build peace. The LDF increased the participation and
influence of women in community decision-making, democratic governance, and enhanced
their independent decision-making at the family/ household and community levels. It also
enhanced the meaningful inclusion of politically excluded groups in political party structures
at the local level, and contributed to peace-building processes by increasing the knowledge
of children and women (600 from 15 schools), community members (128 people) and
different sister organizations (97 people affiliated; 85 men, 12 women; 11 Dalits, 25
Janajatis, 61 others) of the political parties (8) in three districts.

The LDF improved the income and equitable access of groups affected by conflict
(women, children, the poor, and disadvantaged groups) to basic health services and other
public goods and services by supporting: improved livelihood options; IGAs (2,307 people);
vocational skills training (1,804 people); and networking and coordination with government
line agencies, health camps, and community health services. Conflict victims (45) have
developed business plans in partnership with GoN district offices of domestic and small
industry, and started micro-enterprises. The Facility has increased the capacities of victims’
organizations and committees to raise their voices for access to justice, government
services, and vocational skills in order to improve their livelihoods. With improved access to
education facilities, it has provided education support to children (31), and support to rebuild
community infrastructure.

People have bettered their economic status after participating in several skills development
and IG activities. Some initiatives addressed humanitarian needs by improving food
availability through increased productivity, reconstructing/ repairing basic infrastructure
damaged during the conflict (schools, water tanks, small irrigation systems), and providing
water, sanitation, and basic health services. Conflict-affected individuals, particularly women,
received psychosocial counselling, while conflict victims and IDPs received livelihoods
support.

LDF improved the access of conflict-affected communities in remote areas to health services
(20,000 people) and primary health care facilities (15,000), through community health clinics
(10) and mobile health camps (9 MHCs with 94 members; 50 women). It also delivered
humanitarian services in conflict-affected communities. Women (43,328 persons) benefited
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from improved pregnancy care and treatment facilities, which can be seen in the falling
mortality rate.

The program increased awareness of women's reproductive health problems, particularly
uterine prolapse, which is highly prevalent in remote communities mainly due to low levels of
awareness, women’s great workloads, high rates of poverty, inadequate health facilities,
gender discrimination, and patriarchal family relationships. The program identified 190 cases
of uterine prolapse, and provided counselling to those women. Nineteen severe cases were
referred to regional and national hospitals for better treatment. The LDF supported the
rehabilitation of IDPs (198) in their respective communities. It also identified, counselled
(200), and rehabilitated 50 IDP women working as sex workers in Kathmandu, integrating
them into society with enhanced skills and income. It also provided space for sexually
exploited girl children below 16 years (150) to raise their voices, be sheltered in safe places,
and improve their knowledge and vocational skills.

iv.The sub-projects continued to contribute to CIDA programming development in Nepal,
through experience sharing, lessons learnt, and case studies. The LDF experience of
working with LPCs, local governments, and CSOs, and its use of legal mechanisms to
improve governance have been highly useful for other CIDA programs (PBB, DDN, LGCDP
and SAHAKARYA), working in conflict and transitional periods.

The LDF has demonstrated visible outcome level results in project communities and among
beneficiaries. However, the number and nature of sub-projects approved during the
programming years illustrates that it is difficult to maintain a balance between the three LDF
outcome level results because of the changing needs of the country as per ground realities
and conflict dynamics (See Figure 1).

The sub-projects implemented during FY 2009-10 contributed to achieving outcome result
#1 (LDF #66), result #2 (#66, 67 and 68) and result #3 (#65 and #67). However, sub-project
#66 contributed to outcome results #1 and #2, whereas #67 contributed to outcome results
#2 and #3. Of the total sub-projects (68), 49 contributed toward achieving outcome result #2
(72%) and 43 sub-projects contributed towards achieving outcome result #3 (63%). In
comparison to outcomes #2 and #3, a relatively small number of sub-projects (12) fall under
outcome level result #1 (18%). This is because the sub-projects were designed pro-actively to
respond to conflict/ peace dynamics in the country and to address the priority needs of
communities.

g. Outcome Variance

The LDF concentrated its programming on four areas: (i) capacity building for good
governance (complementary to the LGCDP) and political inclusion; (ii) state restructuring
(debates on federalism); (iii) rehabilitation and reconstruction — support to conflict victims,
and; (iv) community reconciliation and reintegration — the issue of IDPs. As in previous years
though, many sub-projects contributed to more than one outcome level result. In addition,
there is no balance between the three basic LDF outcome results (#1, 2 and 3). As per the
conflict/ peace dynamics, LDF strengthened the capacity of CSOs, CA members, local
governments, experts and the general public on issues of national importance, such as
federalism in the new Constitution, rehabilitation of IDPs, justice and reconciliation for
conflict victims, and socio-political inclusion of excluded communities/ groups.

Post-conflict transition, continued mistrust between the major political parties, absence of
elected LBs, and violent activities by armed groups in the Terai continued to pose challenges
to achieving outcome level results. For example, limited success was achieved in supporting
conflict-affected communities and groups with peace dividends — particularly after the
signing of the CPA — as other priorities such as debates on federalism, political inclusion,
justice, and reconciliation among conflict victims became more relevant and pressing as the
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country progressed towards writing a new Constitution. In the changed political context,
development space has increased and new opportunities have emerged. LDF operated as
per the guidance or programming scenarios mentioned in the PAD by establishing better
linkages/ coordination with the government (MoPR, MoLD), the CA, and other development
agencies.

Figure 1: Sub-projects contributing to outcome level results
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Note: Some sub-projects contribute to more than one outcome level result.

h. Impact

The LDF contributed significantly toward raising political awareness; empowering excluded
groups and communities, including women; improving governance; and supporting conflict
victims and IDPs by working with a large number of grassroots organizations and peace
networks. These local level organizations established and strengthened by the LDF during
its programming period (2003-2009) remained active in achieving impact-level results of
improved quality of life and equitable access to public goods and services at village, district,
and community levels. During its life, the LDF strengthened the capacity of CSOs (68), to
address community demands, build local peace, and address national priorities.

The program increased awareness of political issues and distribution of natural resources
and equity issues in a federal system; enhanced the political inclusion of excluded groups
and communities; facilitated consensus building among political parties and CA members;
contributed to promote democracy and conflict-sensitive development (CSD) approaches to
reduce the poverty of targeted communities/ groups; and promoted good governance at the
local level. It strengthened the capacity of Nepali CSOs to work in conflict transformation,
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peace-building, and development, as well as to be able to bridge the gap between
communities and the government. The program enabled partners to remain active during
pre-conflict, conflict, and post conflict periods, mainstream peace-building activities in their
development activities, and link communities for effective delivery of public services. Visible
changes in terms of increased participation and influence of women and excluded groups in
community decision-making and democratic governance, as well as economic
improvements, are seen in the project communities and beneficiaries. The communities
have demonstrated their abilities to reduce violence and maintain local peace.

i. Issues and challenges

Challenges faced by the LDF are more or less similar to those reported in the previous year.
These ranged from frequent protests and agitations by ethnic groups in favour of identity-
based, autonomous federal states; partners’ understanding and conceptualizing of GESI
issues and mainstreaming them in their projects; a weak security situation owing to post-
conflict transition; community reconciliation; and the need of socio-economic transformation
for sustainable peace building in the country. In one initiative, the executing agency (EA)
working with sexually exploited girls in massage parlors had to face threats from massage
parlor owners and other powerful people protecting their business when it tried to rescue
these IDP girls, who were being forced into the commercial sex trade. The EA had to request
support from the human rights organizations.

Improving service delivery systems at the local level by restoring citizen-government
engagement is important in addressing the root causes of conflict. One LDF initiative to
improve local governance by practicing transparent processes — such as public hearings and
auditing, public monitoring of development projects, and documenting evidence from the
field — had to face political pressure and intervention from cadres of the main political parties,
who are directly involved in mismanaging VDC block grants by influencing local users’
committees. The EA held meetings with district level political party leaders to let them know
the situation and behaviours of their community level cadres to defuse the tension. The
current democratic transition is also adding to the existing challenges of working in difficult
security situations.

Issues of poverty, exclusion, poor governance, and alienation, on which the conflict was
based, are still pervasive. Supporting communities for economic growth as a peace dividend;
peace building; improving local governance; and reintegration of IDPs/ ex-combatants are
major areas of programming required to sustain the gains of positive political changes. In
this regard, LDF is valued as a well-suited mechanism with which CIDA can continue
supporting the socio-economic transformation in Nepal.

3. SYNERGIES WITH DDNRF PROJECT

As in the previous year, the LDF worked closely with the Developing Democracy in Nepal
Responsive Facility (DDNRF) to strengthen democracy and support the peace process via
the CA. During the reporting year, three LDF initiatives (on natural resources equity/
distribution in federal systems, promoting transparency and accountability of local
governments, and improving political inclusion of excluded groups) worked closely with
DDNRF partners.

4. CROSS-CUTTING THEMES

4.1. Capacity Development

As in previous years, the LDF organized capacity-building workshops and orientations, and
continued to provide technical support to its partners. Additionally, capacity development is
also built into the sub-project PAD and the entire project cycle. Two orientations and two
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experience-sharing sessions were conducted during the reporting period to enhance
partners’ capacities to implement sub-projects effectively in the post-conflict, transition
period. During the orientation, new project partners were oriented on CIDA/CCO procedures
(CCO Administration and Financial Manual, AFM), for both program and financial
components, shared information, and discussed the project cycle and RBM-based reporting
requirements. Partners learned from one another in experience-sharing workshops,
particularly concerning safety and security issues, the use of BOGs, mitigation measures/
risk management steps adopted by partners, and to explore potential opportunities. Partners
recognized the workshops as effective mechanisms to learn from others’ experiences and to
help ensure good performance results.

During the programming years, we have experienced that capacity-building components of
the LDF have contributed differently to partners at various levels. Such initiatives have been
very effective in helping community and district levels partners to adopt good management
practices, while national NGOs found them most useful for sharpening their existing systems
— financial and project management — and to learn new skills, such as RBM. However, the
LDF has continued to invite partners to get involved in such capacity-building activities
irrespective of their capacities and the size of their sub-project.

4.2. Gender Equality and Social Inclusion (GESI)

Gender equality and social inclusion have been integrated into the sub-projects by partners.
The Facility has promoted a gender and socially inclusive society during its entire
programming period, one where women, men, and all excluded groups contribute equally to
and benefit from development results. Partners are oriented and trained on using RBM to
report actual results with gender disaggregated data. LDF has worked with women's
organizations, strengthening their networks and empowering women to demand improved
access to resources, income, vocational skills, and legal systems. During the reporting
period, the LDF supported a specific sub-project to help rehabilitate sexually exploited girl
children (below 16 years of age) who were displaced from their communities.

In line with the GoN's GESI policy and CIDA's policy on GE, the Facility has demonstrated
visible results in terms of women's participation as equal partners, and increased the
proportion of women in decision-making positions and at local politics in project areas and
within target groups. It has brought positive changes to the lives of many women and socially
excluded people, by engaging them in productive activities. Representation of women in
various local level committees, groups, and CBOs has increased in project areas. However,
it remains a challenge for partners to internalize and mainstream GESI in their own
organizations and development projects. At the CCO/LDF level, greater efforts were made to
achieve positive results by training partners to report GESI achievements, to engage CCO'’s
GESI Advisor, and to support proactive initiatives to address emerging GESI issues, such as
rehabilitation of IDP girl children, widows, single women, and women ex-combatants.

4.3. Environment

The LDF has built the capacities of partners to deal with environmental issues as per CIDA’s
requirements for the Canadian Environmental Assessment Act (CEAA). All the initiatives
were screened as per the CEAA before signing PADs to ensure that they would not produce
adverse environmental effects. Orientations, experience-sharing workshops, and pre-funding
visits to project sites have been powerful mechanisms to make the partners aware of the
CEAA.

Efforts were made to minimize environmental impacts with the adoption of mitigation
measures against possible impacts from projects’ livelihoods components (IGAs and small
infrastructure). The Facility has also made beneficiaries aware of the importance of adopting
mitigating measures in response to possible adverse effects on the environment.
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5. SALIENT FEATURES (BUDGET ALLOCATION AND DISBURSEMENTS)

5.1. Allocations

The FE received under the LDF allocation for FY 2009-10 was C$ 223,893. There was a
balance of C$ 84,312 from the budget of FY 2008-09 as of 1 April 2009. Total revenue for
FY 2009-10 was C$ 308,206 (Table 1). Of the total funds allocated for LDF programming
(C$ 4.2 million), only 5% was used during this FY in comparison to 8%, 19%, 14%, 22%,
21%, 6%, and 5% in FYs 2008-09 and back to 2002-03, respectively (Figure 2). Budget
utilization in the current FY was similar to the first two FYs (2003-04 and 2002-03), which
were lower than other years. Of the total programming budget of C$ 4.2 million, the LDF had
funds remaining of C$ 42,105 as of 31 March 2010, which will be used during the early
quarters of FY 2010-11 for closing the Facility. However, some amount remains out of the
total budget allocated for monitoring (C$ 0.3 million), which has been managed by CIDA
headquarters.

During the reporting period, the LDF responded proactively to initiatives addressing the
current needs and priorities of the country, which grew out of the improved development
space and opportunities created by positive conflict/ peace dynamics. These sub-projects
promoted discourses on justice and reconciliation and the political inclusion of excluded
groups; strengthened democratic governance; and rehabilitated sexually exploited girl
children who were IDPs. The initiatives supported (through organizations) were:

(i) Justice and reconciliation during the transitional period (BEE-Group and CVC).

(i) Campaign for transparent and accountable governments and line agencies at the
local level (CAHURAST).

(iii) Improving the political inclusion of excluded groups (GYC).

(iv) Advocacy and rehabilitation program for sexually exploited girl children working in
massage parlors (Raksha Nepal).

5.2. Disbursements

During the FY 2009-10, four (4) sub-projects were approved with a total value of C$ 160,133
(Annex 2.1). The total project disbursement during this FY (C$ 179,015) was similar to that
of FY 2008-09 (C$ 174,204) (See Table 1).

The total operational cost (C$ 86,907) and project disbursements (C$ 179,015) for this FY
were comparable to the corresponding total (C$ 77,946 and C$ 174,204 respectively) for FY
2008-09. This increment of 11.5% is due to changes in CCO'’s cost recovery policy. A look at
operational vs. project costs reveals a sharp increase in project disbursements from FY
2003-04 to FY 2004-05, which remained roughly the same during FY 2005-06 and
decreased during FY 2006-07.
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Figure 2

Status of LDF Budget Utilised
FY 2009/10 (As at March 31, 2010)
Total: C$ 4.2 million
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Project disbursement in FY 2007-08 increased sharply over FY 2006-07. However, project
disbursement in FY 2008-09 showed a sharp decline compared to previous FYs, whereas it
is comparable to FY 2009-10 (Figure 3).

Administrative costs in terms of total amount remained higher during FY 2009-10 (C$
86,907) compared to FY 2008-09 (C$ 77,946), However, the percentage is similar in both
years (32-33%). FYs 2008-09 and 2009-10 experienced a sharp increase in administration
costs (32%) compared to FY 2007-08 (9%). This is because the number of sub-projects
contracted was significantly lower, while project disbursement was four times lower. The
administrative costs include the cost of local technical services and capacity building of LDF
partners (such as a partners’ meeting, orientation, experience sharing, and training). The
total sub-project disbursement for this FY (67%) was similar to FY 2008-09 (72%) with
currency differences of 4% for FY 2008-09 (See Table 1). As of 31 March 2010,
disbursements of C$ 179,015 were made for all approved sub-projects during this FY
(Annex 3), which is similar to the corresponding figure for the last FY (C$ 174,204). A
detailed list of all sub-projects under the LDF is provided in Annexes 1, 2, and 3.

Total project and operational costs combined, project disbursements, and operational
expenses by different fiscal years are presented in Figure 3. Over the years, operational
expenses have remained similar, with some increases in FY 2004-05, FY 2005-06, and FY
2006-07. Likewise, the combined total and project disbursement curves are similar. The
disbursement totals peaked during FY 2004-05, 2005-06, and FY 2007-08, whereas sharp
declines are seen in FYs 2006-07 and 2008-09 compared to previous FYs. The situation for
FY 2009-10 remained similar to last FY (Fig. 3).
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Figure 3

Analysis of LDF Operational costs v/s Project costs

As at March 31, 2010
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The average value of projects during this FY is C$ 40,033, which is much lower compared to
the figure (C$ 62,162) for FY 2008-09. Sub-projects approved in this FY ranged from a
maximum of C$ 55,980 to a minimum value of C$ 27,311 (Figure 4). In comparison to the
previous fiscal year, the minimum value of a sub-project was also much lower this year.

Figure 4
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The LDF is not a disbursement-driven facility but a mechanism offering an opportunity for
programming aimed at new learning and innovation to respond to the emerging conflict/ peace
situation in the country. The greatest number of sub-project approvals occurred in FY 2004-05
(22) followed by FY 2006-07 (14); the lowest occurred in FY 2008-09. During the current FY,
only four sub-projects of strategic relevance were approved (Figure 5), which is roughly the
same (in terms of numbers) as in all years, except 2004-05, 2006-07, and 2007-08.
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Figure 5

LDF SUB-PROJECTS APPROVALS
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5.3. Geographic Coverage

Of the four sub-projects approved during FY 2009-10, the sub-project, Advocacy and
Rehabilitation Program for Sexually Exploited Girl Children Working in Massage Parlors,
(implemented by Raksha Nepal) is a national-level initiative. It supported girl children
displaced from different districts and forced to enter the sex trade when they arrived in
Kathmandu seeking better and peaceful lives.

The sub-project, Campaign for Transparent and Accountable Governments and Line
Agencies at the Local Level, with CAHURAST, a national HR organization, covered 10
districts: Dhankuta, Morang (Eastern Region); Dhading, Rautahat (Central); Gorkha,
Nawalparasi (Western); Dang, Rolpa (Mid-Western) and Kailali, Dadeldhura (Far-Western).
This initiative enhanced capacities at the local level to make local governments and line
agencies more transparent and accountable to the people and effective as service delivery
systems. It also generated learning to the LGCDP on how CSOs and communities can work
with local governments.

A sub-project, Improving Political Inclusion of Excluded Groups, (implemented by GYC),
covered three districts — Baglung, Myagdi and Parbat in the western hills — and helped to
enhance the meaningful inclusion of politically excluded groups in political party structures at
the local level, as well as contribute to peace-building processes. The fourth sub-project,
implemented in Bardia District (Mid-Western Terai), was Justice and Reconciliation during
the Transitional Period. It improved the access of conflict affected families/ groups to better
livelihood opportunities, and contributed to reconciliation among conflict victims by working
with the Conflict Victims’ Committee (CVC) and BEE-Group.

Three sub-projects contracted previously remained active during the reporting year. An
initiative focused on political deliberations about rights and justice concerning natural
resources engaged CA members, government officials, political parties, members of the
intelligentsia, media, researchers, and civil society actors. At the national level, this
contributed significantly to the current discourse on state restructuring and the ongoing
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Constitution-making process. The SODARC-CPRP sub-project continued to contribute to
peace-building efforts at the local level by working with LPCs in four districts (Baglung,
Parbat, Dhanusha, and Sindhupalchowk). Another initiative on piloting a VDC-level land and
agrarian reform model remained active in four districts — Sindhupalchowk (central hills),
Kapilbastu (western Terai), Banke (mid-western Terai) and Kailali (far-western Terai).

The LDF has proactively established macro-micro linkages to influence policy and strengthen
peace-building at local levels. It has also tried to expand its reach into marginalized areas and
communities.

The Facility’s financial encumbrances and annual commitments as of 31 March 2010 are
presented in Figure 6. In terms of new commitments, there was a sharp rise from FY 2003-04
to 2004-05, while new commitments for FYs 2005-06 and 2007-08 were well below the total
FEs allotted for those particular FYs. As the LDF ended on 31 March 2010, there are no further
commitments; the Facility will be involved in sub-project closing processes during the early
quarters of FY 2010-11.

Figure 6

LDF FINANVCIAL ENCUMBRANCES AND ANNUAL

COMMITMENTS
As at March 31, 2010

6. MAJOR MANAGEMENT ACTIVITIES

The major activities undertaken during FY 2009-10 included: concept paper briefs to the
Technical Advisory Committee (TAC) for comments; incorporation of feedback from the TAC
and others; project pipeline update; pre-funding assessments and sub-project development/
approval; monitoring visits; orientation to new partners; and knowledge sharing with
partners. The CCO invited partners for orientation, experience sharing, and discussion
sessions. It organized orientations and experience sharing workshops for EAs’ staff and
board members with the goal of strengthening effective project implementation. Monitoring
visits were carried out to assess project results.
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As in previous years, the LDF continuously adopted conflict sensitive approaches to
development. Lessons learned and best practices were shared with CIDA projects (PBB,
DDNRF, and SAHAKARYA), other development agencies, government, and CIDA officials.

6.1 Planning, Training and Workshops

LDF provided two orientations and two experience sharing workshops to its partners. All new
partners received orientation on CIDA/CCO procedures (financial and progress reporting,
security reporting, monitoring), safety/ security, associated risks, and risk mitigation
strategies immediately after they signed their contribution agreement. Partners that had
been implementing projects for at least four-five months were invited to participate in
experience-sharing workshops. These were used as opportunities for the CCO, local
executing agencies (LEAs) and Canadian EA (CEAS) to assess the security situation and
explore possible development interventions at local levels in the post conflict-environment.
They have also been useful for status and/or results monitoring and cross-learning.

No capacity building training was conducted for partners during the reporting year.
Experience sharing sessions were used to build capacities on a number of current and
emerging issues. However, two LDF sub-projects (#66 and #67) conducted several
interaction workshops, thematic discussions, and presentation sessions on issues of political
inclusion and transparent and accountable local governments for improved governance at
the local level. Another initiative (#66) made a presentation to development partners
supporting the LGCDP/MoLD on the use of existing legal mechanisms (such as RTIA) to
improve the service delivery capacities of local governments using transparent processes.

6.2 Monitoring

During the reporting FY, the LDF team monitored six sub-projects and made field visits for
monitoring and pre-funding to Banke, Chitwan, Dhading, Gorkha, Kaski, Nawalparasi, Dang,
Rupandehi and Rolpa districts. Some of these visits also included LGCDP districts. Projects
were also monitored through experience sharing, orientation workshops, meetings with
partners at district headquarters, via telephone, and in networking with district level
development organizations. The Facility held meetings with district-based government
officials and development agencies to verify the activities undertaken by partners, as well as
their performances.

Besides the LDF team, the CCO Director, GESI Advisor, Internal Auditor/ Finance Officer,
and auditors also visited LDF project districts and sub-project sites. During monitoring visits,
the LDF Coordinator met with local government officials, district line agencies, and project
beneficiaries; verified project accounts; and held discussions with staff, board members, and
volunteers of the EAs. Partner organizations appreciate CCQO’s field monitoring, on-site
coaching, and support to project management and the financial book-keeping system.
Issues noted during monitoring visits were fed back to partners in case they needed to adopt
mitigation strategies. Compliance with BOGs was one issue of focus during those visits.

As several armed groups are active in some Terai districts, issues of possible diversion of
resources to fuel the conflict; partners maintaining transparency and neutrality; and the
possibility of some partners or staffs supporting ‘partisan’ interests have been an important
part of field monitoring. LDF has continuously adopted a CSD approach (neutrality,
impartiality, transparency, local staff, and a low profile) while working in the post-conflict
transitional period. Though there were no problems in travelling throughout the country
during the current FY, frequent bandhs and blockades, as well as political agitations, made
monitoring challenging. However, LDF faced no major challenges to regular monitoring
during the reporting period.
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6.3 Evaluation and Audit

During the reporting period, all LDF sub-projects were audited by external auditors hired by
the CCO. They conducted detailed field auditing on the financial management of two sub-
projects (LDF #65 and #66), including on their progress. This included visiting the EAS’
offices and project areas, and holding discussions with beneficiaries, EA staff, and
volunteers.

The auditors found improvements in EAs’ abilities to maintain their account books as per the
CCO Administration and Financial Manual (AFM). Despite partners’ overall satisfactory
performances, auditors have highlighted some issues that most partners continue to
overlook. The auditors’ findings and observations are as follows:

e Payment exceeding Nepali Rupees (NRs) 5,000 has not been done through bearer
cheques in some cases, which is against the AFM.

e Some payments of more than NRs. 25,000 were made without first getting quotations
from three competitive suppliers, which is not in line with the AFM.

e Some cases of withholding tax.

e One case of an EA not maintaining attendance registers.

e Some internal control weaknesses were noted, such as; expenses were not
accompanied by adequate supporting documents; supporting documents attached were
insufficient to substantiate the authenticity of transactions; expenses were classified
under wrong budget headings; and the system for raising requisition slips and purchase
orders for the procurement of goods or services was not followed.

e In some cases, advance request forms had not been obtained from the staff prior to the
disbursement of advances.

The auditors’ findings and recommendations were shared with partners, and follow-ups
completed to see whether these issues had been addressed. LDF also provided guidance
during field visits on how to address auditors’ concerns and take corrective measures.
Additionally, the CCQO’s Internal Auditor and Finance Officer discussed the recommendations
with partners during orientation and experience-sharing sessions. CCO'’s efforts in ensuring
transparent procedures and proper book-keeping by partners have been well appreciated.

7. DEVELOPMENT FACTORS

By making use of existing groups, networks, and organizations established and empowered
at the local level through LDF initiatives, the Facility has contributed to maintaining
development activities even under adverse security conditions, and thus to sustain peace-
building efforts in Nepal. Such groups and networks have been crucial in promoting local
peace and to link socially excluded and marginalized groups and communities to
government service providers. In the absence of elected local government bodies since
2002, these groups have also been playing a vital role in filling the power vacuum at the
local level.

LDF partners have acted as a bridge between service providers and communities in need.
Its support has enabled partners to sensitize local people about good governance and the
need to make their local government and line agencies more accountable and transparent.
Though important during the armed conflict, this role has also been required during the
current post-conflict transition. There is evidence of such groups creating a peaceful
environment so that they could remain engaged in development activities.

LDF successfully completed all project interventions by the end of March 2010. However,
delays in submitting reports (financial and progress), the use and transfer of project funds
without prior approval, and disbursements delays are the management difficulties faced
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during programming. As a mitigating strategy, LDF followed up with partners so they would
respect the timelines, budget restrictions, and financial management procedures as per the
contribution agreement. As in previous years, some partners had to manage extra expenses
and ineligible costs by themselves. In one case (LDF #65), the second instalment was not
disbursed to the EA due to delays in implementing the project as per the contribution
agreement.

7.1. Project Replicability

Only a few sub-projects were replicated during LDF programming years. However, during
the reporting period none of the previous sub-projects were replicated or extended. Good
results, strategies, and approaches adopted by some sub-projects were replicable in other
areas, groups, and communities, while others were context and situation specific, owing to
communities’ socio-economic, cultural, class/ caste and physiographic diversity. The Facility
shared its experiences, positive results achieved, lessons learnt, and approaches with
national and international organizations.

8. PARTNERSHIP WITH LOCAL STAKEHOLDERS

Through its partners, the LDF enabled community members and project beneficiaries to
make their local governments accountable and transparent. This was done by providing
greater opportunities for people to engage with and hold their government accountable for
their conduct and performance. The Facility performed under relatively weak local
governance delivery systems with diminishing accountability owing mainly to armed conflict
and the absence of elected government bodies at the local levels. Despite difficulties,
partners were able to establish working relationships with local governments (DDCs, VDCs,
and municipalities), and promoted citizen-government engagement.

Despite positive developments in the functioning of local government after the CPA in 2006
and the CA election in 2008, communities continued to face difficulties in dealing with LBs
managed by civil servants under an all-party political mechanism. LDF partners helped
establish linkages between service providers (government and line agencies) and
communities to obtain VDC/DDC funds for joint activities. However, such linkages were
project and context specific, and depended mainly on partners’ and beneficiaries’ abilities to
access resources and their relationships with the political leadership.

9. SUCCESS STORIES

LDF continued to document some case studies from partners and shared them with
development stakeholders. Sub-projects have demonstrated that they can contribute to
bringing positive change to the lives of conflict victims and poor and disadvantaged people
living in rural areas with only a small amount of support. This has improved livelihoods,
reduced violence, increased the information available to decision makers, and enabled
conflict-affected people to live with dignity in their communities. It has given voices to the
previously voiceless so they could raise their concerns, helped communities strengthen their
organizations, enabled communities and CSOs to understand conflict and to mitigate the
negative effects of violence. (See Annex 6 for detailed case studies).

10. LESSONS LEARNED

As in previous years, LDF has generated some lessons learned in relation to improving the
political inclusion of excluded communities and local governance; natural resources equity
and distribution under a federal governance system; preventing local conflict and building
peace; working with internally displaced girl children forced to work as sex workers; and
improving justice and reconciliation at the local level with meaningful and inclusive
participation.
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10.1

Governance

The continued existence of local level structures, such as CCGs and help desks, as
the basic units of civil society that monitor transparency and accountability in local
governance, is essential. In order to be sustainable, they require resources and funds
from local government through LGCDP and or LGAF funding mechanisms.

Capacity development is related to sustainability — local level structures, such as
CBOs, NGOs must become capable of accessing locally available resources on a
competitive basis if they are to be sustainable.

More time and greater efforts are required to bring about major changes and
breakthroughs in accountability and transparency in local governance. Likewise,
relying totally on volunteers (CCG members and youth) can be unpredictable. In the
absence of an incentive mechanism to provide resources, it is difficult to sustain
project results.

Given that it is difficult to retain volunteers over long periods, EAs need to raise funds
locally to carry out project activities in the future.

A single tool, such as the RTIA, can be useful in bringing about accountability and
transparency in local governance, but synergy can be achieved if it is combined with
other accountability instruments like public audits and hearings, citizen charters, and
budget monitoring works. Therefore, citizens need to have comprehensive
knowledge of various tools of transparency and accountability.

The success of CCG members in making local government transparent and
accountable via the RTIA depends very much on their professionalism, which is
again limited by EAs’ dependence on volunteers.

A focused intervention is needed to make local governments accountable and
transparent. Since local groups, such as CCGs, have limited resources and
competencies, better impact can be achieved by concentrating on a single issue or
selected issues than by intervening in a variety of problematic areas. Given the
limited time, resources, and capacity of members, it is not possible to deal with all the
types of problems that exist currently in local governance.

Case studies, including both successes and failures, are important when monitoring
development works of local governments and line agencies. Likewise, examining
only completed development projects will provide only a post-mortem analysis;
therefore combined monitoring of completed and ongoing projects will be more
effective. Also, the short duration of some projects could limit monitoring.

Assessment of a local level project funded by VDC/DDC block grants should focus
on understanding: (1) the factors behind the relative success of the CCGs and sub-
groups; (2) the choice of the issue to be monitored; (3) the relative effectiveness of
accountability instruments and; (4) impacts of project activities.

A small initiative can make a difference in efforts to make local government
transparent and accountable, and thereby contribute to the lives of people. However,
a challenge will be maintaining the initiative in order to demand transparency and
accountability from public officials.
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10.2

10.3

10.4

Inclusion

Political parties are quick to make promises but very slow to commit to change.
Therefore, it is necessary to restructure political party structures and policies to be
more inclusive. Changes in the feudal mindset are also necessary in order to create
an environment conducive to the patrticipation of excluded groups in the political
mainstream.

That small groups of people from different political/ social backgrounds and
representing different CSOs have joined together to address various issues in
communities demonstrates their foresight, determination, and resourcefulness. Such
efforts are expected to contribute to building social harmony and promoting
cooperation in communities.

Natural resources and federalism

The involvement of professionals, organizations, NR experts, and the general public
in identifying natural resources endowments, distribution, and environmental effects
has resulted in critical, creative, and reflective contributions to discourses on the
Constitution-making process.

Discussions between NR experts and CA members/ thematic committees have been
effective in clarifying contested issues concerning natural resources as related to the
new Constitution.

NR endowment maps generated by GIS analysis were impressive and powerful tools
to convince CA members of the need to find the right form of federal governance in
order to minimize possible natural resources related conflicts in the future.

Conflict transformation and peace-building

The application of knowledge and skills on conflict transformation and peace-building
at the community level helps to change the behavior of political stakeholders
regardless of their membership in LPCs or their positions in other social, political, or
elected institutions.

The social fabric and communal harmony torn apart by the prolonged armed conflict
can be re-woven at the community level. People have started to come together to
work and cooperate on issues of common community interest.

Combining peace-building and development initiatives can help to develop the trust
of community people. Providing a combination of capacity building, community
development, and livelihood support to conflict victims has proven to be a very
effective means of wining the hearts and minds of people in the community. Likewise,
a consultative and consensual approach to project decision-making has helped
develop ownership of the project among community people, despite their political and
ideological differences.

To effectively build peace in the districts and communities, LPCs and other local level
peace structures and key stakeholders of conflict need strong support from the
MoPR. At the community level, those involved in political parties and civil society
have huge potential roles as “spoilers” or “connectors”, and can play a major role in
shaping conflict dynamics in society.
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10.5 IDPs as sex workers
» Security precautions were necessary as the EA working with sexually exploited girls
in massage parlors received several threats from parlor owners after contacting the
girls.

» Identification of actual beneficiaries (age below 16 years) was challenging because
massage parlor owners had instructed the girls to report their age to outsiders as
above 18 years. The owners were afraid of interventions from the NHRC and other
organizations if it was known they were employing under-age children.

 Radio programs have been effective in changing public perceptions of sexually
exploited IDP girl children, as well as the attitudes of the girls. However, in the face of
existing gender inequalities and the absence of proper legal mechanisms to address
the problem, the girls/ women continue to be insulted or punished by the
administration/ police.

10.6 Justice and Reconciliation
e Limiting the involvement of youth clubs to advocacy and awareness-raising activities
and excluding them from micro-enterprises and IGAs created some tension as they
felt shut out of income-earning activities. Directly engaging youth in micro-enterprises
and IG-related activities will make efforts to create harmony and reconciliation more
fruitful.

e Local conflict victims who were involved as project staff were highly motivated, and
participated actively and with better attitudes towards learning, which helped to
achieve the intended results. Other victims had greater trust of these staff. Youth
were better employed at advocacy work. Advocacy and economic activities that are
integrated with efforts toward justice and reconciliation result in greater participation
at the community level.

» Beneficiaries that understand their rights are more motivated to raise their voices to
demand those rights. Working in a group gave conflict victims more courage to speak
out on justice and reconciliation issues at the local level.

10.7 Peacebuilding and Sustainable Economic Growth (SEG)

e When economic activities aimed at improved livelihoods, employment, productivity,
and growth are embedded in a peace-building project designed to address
underlying grievances and the root causes of conflict, and to empower people to
resist violence and provocations to violence, they are more effective at the local level.
Engaging the disadvantaged, socially excluded, the poor, women, and other
vulnerable groups in economic activities ensures their greater participation in peace-
building.

11. LDF EXPERIENCE AND STRATEGIES DISSEMINATION

LDF continued to disseminate and share its experience and approaches with donors, partner
organizations, and development agencies, nationally and internationally, through
participation in workshops/ seminars and meetings. For example, the LDF experience of
working with local governments to make them transparent and accountable was shared with
the LGCDP donors during meetings. LDF partners shared their learning on issues of natural
resources equity and distribution in future federal forms of government with CA members,
CA thematic committees, political party representatives, concerned government officials, and
professionals. Experiences of working with LPCs, including strengths and weaknesses, were
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shared with CIDA partners (both CEA and LEAS), which was highly appreciated by partners
such as the PBB/RRN project.

12. FINANCIAL MANAGEMENT AND REPORT

The LDF has strictly monitored the financial book-keeping systems of its partners, providing
capacity building to concerned staffs, annual audits, and regular visits to project sites and
EAs’ offices. Compliance by partners with the CCO AFM has been the key to controlling and
maintaining financial systems. With clear internal control mechanisms and financial
procedures, EAs have tried to maintain high levels of transparency. LDF statistics on total
revenue and expenditure (sub-projects and operational expenses) and CIDA FE used during
the FY 2009-10 are presented in Table 1. Disbursement details of all LDF sub-projects are
presented in Annex 3.
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Table 1
LOCAL DEVELOPMENT FACILITY
FUND ACCOUNTABILITY STATEMENT
As at 31 March 2010
Previous o Current
Period 0 Period
2008/2009 2009/2010
REVENUE

6,676 Balance as on 1 April 2009 84,312

320,725 CIDA Advance 223,893

327,401 TOTAL 308,206
% EXPENDITURE %
77,946 32 Administrative Cost 86,907 33
174,204 72 Project Disbursement 179,015 67
(9,061) -04 Currency differences 178 00
243,089 100 TOTAL 266,100 100

84,312 BALANCE AS ON 31 MARCH 2010 42,105



