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ABSTRACT 

This paper introduces our international research project „the impact of federalisation on Nepal's 

health system: a longitudinal analysis‟, which is examining the effects of changing Nepal‟s 

constitution towards a federal republic on its health system. After a short overview of recent 

changes in the constitution of Nepal, which in turn affects the organisation of the nation‟s 

health system, we offer a short theoretical introduction on the decentralisation of health 

systems. We briefly outline the WHO (World Health Organization) Health System Building 

Blocks and some of the issues for policy and practice that have arisen in other countries where 

similar major system-wide reforms have been implemented. After this, we outline the key 

research questions and research methods of our study, which involves an international and 

interdisciplinary team of researchers from Nepal and the UK and will be conducted over a 

period of three years, from 2020 to 2023. 

INTRODUCTION 

Nepal is currently in the midst of a process of radical constitutional reform. The 2015 

Constitution marked the beginning of a complete restructuring of the country‟s political 

system, creating a new Federal Republic with significant devolution of power and resources 
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from the central government to seven new provinces and 753 local governments.  All 

provinces have their own legislature and all local governments have their own elected 

governing body
1
. While Article 35 of the 2015 Constitution states that every citizen shall have 

the right to seek basic health services from the state and no citizen shall be deprived of 

emergency health care
2
, the wider reform process is already having, and will continue to have, 

significant impacts on the health sector. Traditionally, the Nepali health system has been 

highly centralised with a low proportion of around 4% of its GDP (Gross Domestic Product) 

spent on health, according to the Ministry of Finance
3
.  Moreover, key decisions used to be 

made centrally by the Ministry of Health and Population in Kathmandu and cascaded down the 

pyramidal health system structure via Regional Health Directorates and District Health 

Officers. The new constitution places primary responsibility for the delivery of health services 

on the new provincial governments – in effect a shift towards a far more decentralised 

structure. Provincial governments are adopting their own health policies and have taken on 

responsibility for delivering health services – although significant confusion remains about 

mandates and lines of reporting
4
.   

Many other countries have previously decentralised their health systems, for a variety of 

reasons. In some cases, decentralisation was intended to make systems more agile or to bring 

decision-making closer to the people, allowing for greater responsiveness to local priorities. In 

other cases, it was intended to increase efficiency and allow resources to be better managed. 

International organisations and donor agencies, including bodies such as the World Bank, have 

often promoted and supported such decentralisation processes. 

The process of decentralising the health system in Nepal deserves particular attention because 

the primary driver of change was not the intended benefits for the health sector itself. Instead, 

health sector decentralisation was a by-product of a much larger scale constitutional reform 

effort after the country‟s civil war (1996-2006). The move to a federal state, and the creation of 

new provincial governments, was a political decision to which the country‟s health system had 

to re-act and adapt, rather than being adopted in pursuit of health system gains. Some have 

argued that federalisation can be difficult in a resource-poor country with incompatible 

political values, weak institutions and poor governance
5
. 
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To date, little empirical evidence exists of the impact that federalisation is having on the health 

system in Nepal (for an exception, see the 2018 paper by Regmi
6
) – and it is this gap that our 

project is seeking to fill. This overview article outlines our approach to generating evidence of   

the impacts (both positive and negative) that decentralisation is having on the functioning of 

the health system, in real time.  This project is interdisciplinary (including not only experts in 

public health and health systems, but also in health economics, sociology, law, political 

science, and  

more) and examines the health system holistically, covering not only service delivery but also 

the other WHO (World Health Organization) building blocks including financing, human 

resources, medicines and other vital medical products, health information, and leadership and 

governance (see Box 2)
9
. The ongoing roll-out of decentralisation is a unique opportunity to 

study such a large-scale reform in real time, as well as to feed the findings directly back in to 

policy and practice by helping stakeholders to identify problems and good practice, as well as 

routes to addressing them. 

First, we provide a brief review of what is known about health system decentralisation – and 

some of the challenges and benefits that can arise - from other countries that have implemented 

similar reforms previously.  

Health system decentralization: A brief review of lessons from elsewhere 

Although definitions have been debated since the 1960s, health system decentralisation is 

generally seen as a process of the reallocation of power, authority, resources and responsibility 

in the health system from the centre to the periphery. Decentralisation may occur in different 

parts of the political system and in different formats.  Thus, decentralisation may include 

political, economic, legal and administrative systems
8
. Decentralisation of low-income 

countries‟ health systems has, at various times, been promoted by a variety of donors and 

international organisations. In doing so, a variety of benefits have been claimed for health 

system decentralisation including creating greater efficiency, strengthening accountability, 

encouraging public participation in decision making, and promoting good governance
9-10

. In 

practice, the realisation of these benefits has been mixed across the many countries that have 

implemented decentralisation processes.  
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A systematic review of decentralization of health systems in low and middle-income countries 

over the last 40 years by Muñoz and colleagues reports that quantitative studies found that 

decentralisation had a positive effect on mortality rates, health financing and human 

resources
9
. Qualitative studies, meanwhile, suggested a more mixed picture of positive and 

negative effects on governance and service utilisation, and predominantly negative effects on 

medicine/equipment availability and human resources
9
. This highlights the need for a mixed-

methods approach
11

 to understanding decentralisation in Nepal that looks not only at the 

overall effects on macro-level health indicators, but also at the experiences of health system 

stakeholders. 

This mixed picture has been similarly found in other studies. Some have argued that there is 

limited evidence of decentralization‟s claimed positive impact on health systems at the point of 

service delivery, or that at best such positive impacts seem to accrue only under certain 

conditions. For example, only the richest areas of Spain with full financial (fiscal) and political 

powers benefited from decentralization
12

. A systematic review found limited empirical 

knowledge of the impact of decentralization on health system performance
13

.  A study of 

health system reforms in Turkey reported that decentralization improved certain health 

outcomes, but it did not solve existing problems of health inequality
14

. A similar study from 

The Philippines concluded that decentralisation “must not only transfer decision-making 

responsibility to local levels but also ensure that those granted with the decision space could 

perform decision-making with adequate capacities and could grasp the importance of health 

services” 
15,page 2

. A study in Pakistan reported that decentralization of the health system had 

resulted disparities in health services among different provinces
16

.  In short, across a variety of 

studies, decentralisation has both positive and negative consequences. 

The reasons for the different outcomes in different countries are, of course, context-specific, 

but there may well be generalisable features that can guide help analysis. These include: a) that 

health system outcomes will be a product not only of policy and planning, but also of the 

implementation of reforms; b) that the resourcing of the health system (and whether those 

resources change throughout the decentralisation process) will be crucial; c) that wider issues 

of the quality of governance (beyond the health system, and including issues such as  
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corruption and clientelism) will have an impact; and d) that the pre-existing strengths and 

weaknesses of the health system, and the pre-existing burden of disease on the population, will 

have a significant impact. 

From the existing literature examining the decentralisation of health systems elsewhere, we 

have drawn four key insights which inform the approach taken in the project that we describe 

in the following section. First, there is no single methodological or disciplinary approach that 

will be able to capture the complexity or the range of experiences of the process. Instead, a 

mixed-method approach is called for which tracks both health indicators and the day-to-day 

experiences of those working within the health system. In addition, no single discipline can 

provide all of the tools or approaches necessary to understand this process.  

Secondly, it is necessary to take a holistic view of the health system. Munoz et al. found that 

studies of decentralisation most frequently focus on service delivery
9
. Whilst this is clearly a 

crucial area (and one that has direct implications for population health and wellbeing), it is also 

necessary to look at the other health system building blocks upon which service delivery rests, 

including governance, financing, human resources, health information, and the supply of 

medicines and equipment.  

Thirdly, the various levels of the health system - from the federal government right down to 

the Female Community Health Volunteers (FCHVs) who are on the frontline of service 

delivery in many rural areas - will have varying experiences of the impact of reform, and all 

will have knowledge to contribute that can play a part in identifying and addressing problems 

being encountered, and identifying and promoting best practice. Communication between 

levels is vital, both to identify and address any negative impacts and to ensure that policy and 

planning translates into effective implementation. 

Finally, decentralisation processes are dynamic. Reforms take time to implement (as is 

currently being seen in Nepal) and implementation processes are frequently characterised by 

„mid-course corrections‟, adaptations in practice, and positive or negative feedback loops.  

Researchers need to consider that some parts of the health system might be at different stages 

of federalisation at the same time. It is, therefore, necessary to examine such sub-systems and  
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processes as they develop over time – indeed it is arguable that such processes are never 

entirely „finished.‟ The next section builds on these four lessons.  

Researching the ‘federalization’ of Nepal’s health system 

Generally, health systems analysis addresses underlying causes of poor health system 

performance and suggests how reform policies and strengthening strategies can improve 

performance in a system
17

. Our study „The impact of federalisation on Nepal's health system: a  

longitudinal analysis‟ hopes to achieve this in Nepal.  This study is funded for three years by the 

Health System Research Initiative,which is a collaboration between three UK-based funders: the 

MRC (Medical research Council), the Foreign, Commonwealth and Development Office, and 

the Wellcome Trust. The team includes researchers from two Nepali institutions (Manmohan 

Memorial Institute of Health Sciences and the NGO PHASE Nepal) and three UK institutions 

(the Universities of Sheffield, Bournemouth and Huddersfield).The study began on 1 April 2020 

and will run for the next three years to answer the research questions listed in Box 1. 

Box 1 Key research questions health and federalisation  

1. How is the move to a federal system impacting upon Nepal‟s health system at all levels 

(from federal government down to local service provision)?  

2. What do stakeholders perceive to be the implementation challenges in moving the health 

system to a more decentralized structure? Where do they see progress being made? 

3. How is decentralization playing out across the six WHO health system building blocks 

(service delivery, health workforce, health information systems, access to essential 

medicines, financing, and leadership/governance)? Are obstacles and opportunities the 

same across the building blocks, or is there differentiation? What are the relationships 

between the issues affecting the different building blocks? 

4. What changes to policy and practice might allow the opportunities of decentralization to 

be captured, and the problems mitigated? 

5. What can be learnt from Nepal for other countries moving their health systems from a 

unitary to a federalised structure? 

6. What can Nepal learn from countries that have tried this before? 
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As is clear from the research questions (Box 1), all four of the key insights identified in the 

previous section are central to the research design. Here we focus in particular on how one 

element of the project‟s methodological approach (Participatory Policy Analysis) responds to 

the first, third and fourth of those insights (considering interdisciplinary approaches to 

addressing decentralisation; considering various levels of the health system; and considering 

the dynamic nature of the system respectively); and how the framework for analysis (WHO 

Health System Building Blocks) responds to the second (importance of a holistic view of the 

health system). 

Participatory Policy Analysis (PPA) 

Central to the project‟s approach is the use of PPA. Critics of traditional „expert-led‟ 

approaches to policy analysis have argued that such approaches undermine democracy, lead to 

poor advice, and have limited impact in terms of policy uptake
18

. Collaboration with 

stakeholders in co-producing policy analysis is one way of addressing these problems, founded 

on the notion that researchers are collaborators with policy setters and policy implementers in 

doing the best we can in a given situation
19

. PPA has previously been used through a variety of 

approaches, including  simulation exercises and consensus meetings
20

. What unites these 

approaches as way of producing policy-relevant information is the starting point that „insiders‟ 

within the system have important perceptions and insights, both into where problems lie and 

how they might be addressed, and that through facilitating processes of reflection and dialogue 

between stakeholders, policy analysis can be conducted collaboratively (co-producing 

knowledge) and recommendations produced. For this, we use PPA workshops, bringing 

together stakeholders from different levels with roles/expertise across a variety of building 

blocks. 

Over the duration of the project we are iteratively engaging with stakeholders, from federal 

government down to frontline service providers, not only to gather perceptions and 

understandings, but to collaboratively identify policy and practice options for addressing 

identified problems and to feed these back to the relevant stakeholders. This is important, 

given the central role of people and relationships in the health system
21

. 
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WHO Health System Building Blocks 

The WHO proposed a framework describing health systems consisting of six interdependent 

building blocks: (i) leadership/governance, (ii) financing, (iii) health information systems, (iv) 

health workforce, (v) supplies and technology, and (vi) service delivery (Box 2)
6
. These six 

building blocks, and their inter-relations, have been described extensively elsewhere, and the 

framework can be used to assess in-country healthcare performance, interactions between 

health reforms and country health systems, implications of health sector reforms, the status of 

health facilities, and specific health problems
22-26

.  There are some limitations to the building 

blocks framework that have often been identified, perhaps most notably its alleged failure to 

capture complexity and the inter-linkages between systems components.  Nevertheless, the 

framework provides a useful analytical device for our project for two key reasons: i) it is 

widely accepted within the health policy community in Nepal, and therefore provides a 

„common language and approach‟ through which we can engage and converse with health 

system stakeholders; ii) it comes with a set of WHO indicators (for which data is available in 

Nepal) which can help us to contextualise stakeholder perceptions through quantitative 

analysis.Our projectemploys the framework as a tool for monitoring change over time, with a 

holistic view of the system including a mix of inputs, processes and management issues (Box 

3). We will  

 use qualitative and quantitative data to monitor performance and evaluate progress as the 

federalization unfolds. 
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Box 2   WHO building blocks
 8

 

 

Box 3   Overview federal health system interlinking in Nepal 

Service 

delivery 

Health 

workforce 

Health 

Information 

Systems 

Access to 

essential 

medicines 

Financing Leadership/ 

governance 

Federal government  

 Provincial government  

 Rural municipality 

Final thoughts 

Health is multi-sectoral.  Sustainable Development Goal (SDG) 3 „Good Health and Well-

Being‟ focuses specifically on health, but health is of course connected to almost all other  
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goals, therefore requiring a multi-sectoral systems approach. In Nepal, social and health 

inequities, environmental pollution, large-scale labour migration, disaster planning, the gap 

between rural and urban populations, and many more societal problems require health systems 

thinking. We know that general policies and non-health interventions can have health 

implications at national and regional and local levels.   

Our project had a rocky start as COVID-19 erupted a few months before our study started and 

the WHO declared it a pandemic six weeks before the project‟s launch
27

.  

We shall document as much as we can the influence of this pandemic on (1) the health system in 

Nepal; (2) health policies; and (3) our ability to conduct the research. We hope that other 

countries can learn from our analysis of federalisation and health in Nepal, by taking on board 

what worked well and by not making the same mistakes. 
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