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Key Messages:

· Donor countries are operating on a “hard budget constraint”.  Money provided in development aid is money taken away from other priorities that taxpayers in donor countries may have.  Why do donors not insist on a similar “hard budget constraint” in the recipient country – i.e., the Ugandas and the Nepals of this world?

· Development is not just about the accumulation of capital.  It is about social transformation – involving people in choices and improving governance generally.  

· Lack of money is not the problem in Nepal – access to easy money is in fact part of the problem.  The problems in Nepal are compounded more by a lack of commitment on the part of the establishment to change than any lack of understanding that the need to change is urgent.

· Public welfare through service delivery is the sole reason for politicians to go to elections in a democratic polity.  Technocrats can only be a means to achieving welfare.  But politics in Nepal is “cabal” in nature, practiced for the sake of the individual.

· Lack of coherent development programs is indeed a problem in Nepal.  But by stepping into a vacuum, donors have contributed to the failure of Nepalis to resolve a problem that is theirs.  Donors may think they can solve Nepal’s problems with money but they are in fact contributing to “cabal” politics.

· The present state of affairs is a ‘disaster’ and clearly not a product of just yesterday.  The problem has been building for the past two decades – it’s not like the donors have not had a chance to review themselves.  Even if the Maoist insurgency is crushed militarily, if service delivery does not improve, another group of insurgents will emerge.

· Donors can be tried for complicity in the people’s sufferings.  Donors have, through their interventions, taken the pressure off Nepalis in positions of power to effect changes in the benefit of the people.  Important people are not prepared to bite the bullet even through it does not threaten their positions of power.

· On what donors can do – If the PM were told in no uncertain terms that this is the time to show results, donors could have a catalytic effect in changing incentives.  Members of Parliament currently look at projects as “theirs”.  They should be saying this is “my” country.  The incentives now are adverse and when donors support programs outside of the budget, why should they bother?  There is no accountability framework at present but these can be built if culture changes.  With no change, things can only go from bad to worse.

· On his impressions about change agents – There certainly are change agents at the top but they are few and far between. I hear them saying that it has been a struggle to widen the circle of change agents.  The majority are just serving time – “yes-men” to the Prime Minister.

· On Medium Term Expenditure Framework – The group (composed of planning and budget types from “pilot” line ministries) currently working on the program seem to grasp the issues but are slightly overwhelmed that their bosses are not giving them clear messages.  The leadership role is still missing and everything still seems to be a priority.  The group should be encouraged to cost their plans fully and confront their bosses with the question ‘what gives’?  Tradeoffs and budget choices are political but if that is understood to mean spending beyond one’s means, then that is clearly a wrong understanding.  Politics does not abolish budget constraints.  

· On rising security expenditures and the impending fiscal crisis – In the changed circumstances where security is clearly the new priority, the political leadership needs to be firmly convinced about fiscal discipline and the fact that one cannot spend money that one does not have.  Donor countries don’t owe Nepal a living.  Nepal has a problem that is for Nepalis to resolve.  If donors see that Nepal is doing the sensible thing, donors will provide support.  But the attitude here is that donors should supplant Nepali efforts and that is clearly dangerous. Indeed, donors would be doing disservice to Nepal if they helped ease the fiscal constraint when it is critical for the Government of Nepal to be facing up to the fiscal reality.

· In conclusion – He narrated the story about a reckless taxi driver and his priest passenger who both die in an accident.  In heaven, the taxi driver is treated far better than the priest.  St. Peters explains that in heaven they care only about outcomes.  He told the priest that his parishioners invariably dozed off during his sermons.  When the reckless taxi driver drove, on the other hand, his passengers always prayed to God for mercy and praised God when they got home safely.  “When donors in Kathmandu are judged at the pearly gates, let’s hope that they are judged kindly!”

