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PROGRAM DESCRIPTION AND RESULTS SCOPE
1.
Nepal is seeking to develop the higher education sector to promote economic growth and
prosperity and attain Middle Income country (MIC) status by 2030 and has made education as a priority.
These are documented in the National Vision 2043 (2100 BS Nepali Calendar), 15 th five-year plan (201923), National Education, and the National Science, Technology and Innovation Policy 2019, and the
National Higher Education Program (NHEP) Framework 2021-2030 developed by the University Grants
Commission (UGC) under the Ministry of Education, Science and Technology (MOEST). This new emphasis
on high-end human resource development constitutes the background of Nurturing Excellence in Higher
Education Program (NEHEP) with objectives of expanding enrollment in labor market relevant programs,
boosting research and innovation, supporting underprivileged and disaster affected groups, and the
digital development in the higher education e-learning system.
2.
The Program will cover 13 universities and their constituent (public) and affiliated
institutions/colleges under the Government funding through the UGC. The World Bank-supported NEHEP
will comprise of two components: (a) Component 1: Reforms Program; and Component 2: Capacity
Building and Program Management, Monitoring and Evaluation. The first component will use a Program
for Results (PforR) instrument. The second component will use an Investment Project Financing (IPF)
instrument.
3.
Component-1 (PforR Component) (US$55 mil): The Program for Results will support key reforms
clustered around four Results Areas, six Disbursement Linked Indicators (DLIs) and 17 Disbursement
Linked Results (DLRs): (i) Results Area 1: Improved Labor-market relevance, Entrepreneurship, and
Collaborative Research (DLI 1 and DLI 2); (ii) Results Area 2: Strengthening Governance and Financing of
Higher Education for Quality Enhancement (DLI 3 and DLI 4); (iii) Results Area 3: Widening Access to
Quality Higher Education for Disadvantaged Students (DLI 5); and (iv) Results Area 4: Extending
Digitization of Higher Education (DLI 6). Table 3 presents a summary of the framework of the Results Area,
DLI and DLRs.
4.
Results Area 1 - Improved Labor-market relevance, Entrepreneurship, and Collaborative
Research. This Results Area aims to improve the overall graduate employability and boost research and
innovation by the Higher Education Institutions (HEIs) in Nepal.
5.
Sub-Results Area 1.1: Improve labor-market relevance of teaching. The program will strengthen
academic autonomy and support competitively selected autonomous/accredited HEIs to introduce and
enhance their own autonomous academic programs that are aligned with local job market needs in the
federal context. Autonomous academic programs will have to complete a market appraisal during
preparation and develop/update their curriculum in close consultations with employers. This Sub-Results
Area 1.1 will also support the establishment of continuous professional development (CPD) programs for
faculty members to promote teaching and leadership. The program will also support training and
sensitization for managers/principals of HEIs and policy makers on academic management and leadership.
6.
Sub-Results Area 1.2: Promote collaborative research and innovation. The program will enhance
collaborative research and innovation with industry partners, building on the achievements of the
previous operation. The program will provide additional competitive research funding for selected
accredited HEIs, Schools, Central Departments, and Centers of Excellence (COE) to finance collaborative
research and innovation with priorities on Science, Technology, Engineering, and Mathematics (STEM)
disciplines. Universities will also revise regulatory frameworks for collaborative research and patents
management. The UGC will set up a national knowledge-sharing platform for research, innovation, and
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patent management. The program will also support: (i) revising and developing regulatory provisions in
line with global practices to promote innovation and patenting; and (ii) establishing a system for curbing
plagiarism.
7.
Sub-Results Area 1.3: Encourage entrepreneurship and self-employment. The program will
support students, recent graduates, and young faculty members for entrepreneurship and selfemployment. Competitively selected participants will receive entrepreneur support packages that will
include entrepreneurship skills training, legal training, financial education, and seed fund grants. UGC will
form a committee of qualified individuals to evaluate the proposals for their innovative ideas and potential
to grow as a start-up. The students, recent graduates, and young faculty members from public and private
HEIs will be eligible.
8.
Results Area 2 - Strengthening Governance and Financing of Higher Education for Quality
Enhancement. This Results Area aims to strengthen quality assurance, financing, and governance systems
to improve the quality and market relevance of higher education.
9.
Sub-Results Area 2.1: Strengthen Autonomy, Quality Assurance, and Accreditation (QAA) and
Quality Enhancement (QE). The program will expand the existing QAA program nation-wide with the
emphasis on QE activities, and initiate accreditation of universities. Similarly, the program will also provide
dedicated performance grants to support the transition of around five accredited and autonomous
campuses to ‘deemed universities’ or equivalent Tribhuvan University Chapters as per the provision of
the New Higher Education Act 2020 with reasonable distribution across the provinces. The deemed
universities or equivalent to TU Chapters will be in areas of provincial development priorities in
coordination with respective provinces.
10.
Sub-Results Area 2.2: Extend performance-based grants for improving quality and governance.
The program will support the expansion of the performance-based grants for HEIs to promote good
practices for excellence. High-performing campuses, schools, and departments will receive additional
grants based on a range of performance indicators. Performance criteria would include, among others, (i)
the merit-based selection of HEIs’ leadership and excellence-based recruitment of faculty; (ii) student
centric teaching and learning process; (iii) evaluation of classes and campuses by students, teachers, and
other stakeholders; (iv) student and faculty mobility; (v) academia-employer collaboration; (vi) distance
learning practices and digitization; (vii) graduate tracking and employability; and (viii) research outputs
including action researches. The Operations Manual will detail out the performance indicators and grant
allocation mechanisms.
11.
Sub-Results Area 2.3: Expansion of non-government sectors for enhancing technical education.
The program will strengthen policy and regulatory systems to create a conducive environment for
expanding technical education to address the low share of technical education in higher education. It
would also allow accredited affiliated institutions to conduct such programs. The program will support the
development of guidelines to facilitate such partnerships with non-government sectors, including
monitoring arrangement.
12.
Results Area 3 - Widening Access to Quality Higher Education for Disadvantaged Students. This
Results Area aims to enhance equitable access to higher education in Nepal, focusing on underprivileged
students, particularly from disadvantaged provinces and disaster affected regions. The enrollment share
of the poorest quintiles in higher education is 0.6 percent compared to 50.8 percent from the richest.
Access to quality education for underprivileged students is one of the forefront agenda of the
government. In the COVID-19 and its aftermath, the need for targeted support grew even further. The
program will continue to support the proxy means testing (PMT) based scholarship program. The
scholarship will flow directly to beneficiaries’ individual bank accounts. The PMT criteria will also be
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revised to include students affected by disasters, including the COVID-19 pandemic. A particular focus will
be on enrollment and continued education for disadvantaged women. The program will also support HEIs
in lagging and/or disaster affected provinces and remote regions with equity grants and encourage special
arrangements to attract quality teachers and improve teaching in these provinces and remote regions,
including in strengthening connectivity, conducting online courses, making peer learning arrangements
from other HEIs/provinces, and sharing resources for efficient use, and capacity building.
13.
Results Area 4 - Extending Digitization of Higher Education. This Results Area aims to improve
the policy and governance system for digitization and connectivity and strengthen the institutional
capacity to digitize teaching and learning and administration of higher education.
14.
Sub-Results Area 4.1: Improving the policy and governance of digitization and connectivity. The
program will support the preparation of a new Information, Communication and Technology (ICT) strategy
for the higher education sector, including strategies to leverage the available broad-band connectivity
facilities under the NREN or similar institutions. The NREN facility will support online platforms for
blended learning and research and innovation. The program will set up more collaborative governance
arrangements for the NREN or similar institutions with the presence of the MOEST and other regulatory
provisions.
15.
Sub-Results Area 4.2: Strengthening campus networks and distance learning capabilities. The
program will support competitively selected HEIs with digitization grants to promote connectivity in a
cost-sharing approach through (i) establishing last-mile connectivity with the NREN; (ii) strengthening the
bandwidth for better connectivity; and (iii) installing in-campus wifi connectivity. The digitization grant
will also support capacity building of HEIs for integrating online/digital learning for all aspects of academic
activities, from student enrollment to class teaching, examination, and graduation. HEIs will be engaged
in peer learning opportunities by bringing together the experience of COVID-19 responses under the Bank
supported Higher Education Reforms Project (HERP) closed in December 2020, online programs of the
Nepal Open University, and the Tribhuvan University Open and Distance Education Center (TU ODEC).
16.
Sub- Results Area 4.3: Digitization of UGC and university administration. This sub-results area
will support UGC and the universities to enhance their digitization system. The key areas will cover among
others the resource planning system to manage the universities’ human resources, financing and
procurement tasks, student administration including the admissions, examination, alumni relations and
student scholarship/aid functions, and to efficiently manage monitoring & evaluation.
Table 1: Summary of DLIs and DLRs
DLIs

Allocation,
DLRs (quantitative DLRs are scalable)
US$ mil
Results Area 1 - Improved Labor-market relevance, Entrepreneurship, and Collaborative Research
DLI 1: Labor market10
DLR 1.1: Standards, operational policies and guidelines for faculty
driven autonomous
competency development and academic leadership sensitization designed
programs, faculty
and approved
members training and
DLR 1.2: 1,600 faculty members trained and academic leaders sensitized
academic leaders’
DLR 1.3: 100 labor- market driven autonomous programs introduced
sensitization
DLI 2: Collaborative
10
DLR 2.1: Standards, operational policies and guidelines for collaborative
research and
research and entrepreneurship programs designed and approved
entrepreneurship
DLR 2.2: 20 collaborative research projects awarded
program
DLR 2.3: 50 entrepreneurs trained and received seed funds grants
Results Area 2 - Strengthening Governance and Financing of Higher Education for Quality Enhancement
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DLIs
DLI 3: Quality
Assurance and
Accreditation, and
Quality Enhancement

Allocation,
US$ mil
10

DLRs (quantitative DLRs are scalable)

DLR 3.1: 50 accredited HEIs undertook at least three QE activities
DLR 3.2: Five HEIs reconstituted as Deemed Universities or equivalent TU
Chapters
DLR 3.3: Five Universities or Academies have completed peer review for
QAA
DLR 3.4: Additional 220 HEIs or programs of HEIs have been accredited or
completed peer review for QAA1
DLI 4: Performance
10
DLR 4.1: Standards, operational policies guidelines for performance grants
Based Grants
designed and approved
DLR 4.2: 400 HEIs received performance grants (cumulative)
Results Area 3 - Widening Access to Quality Higher Education for Disadvantaged Students
DLI 5: Enrollment of
10
DLR 5.1: 100 HEIs in lagging and/or disaster affected Provinces or Remote
disadvantaged
Regions received equity grants
students in lagging
DLR 5.2: Additional 20,000 higher education students supported from
and/
or
disaster
bottom quintiles
affected Provinces and
Remote Regions
Results Area 4 – Extending Digitization of Higher Education
DLI 6: Online teaching,
5
DLR 6.1: Standards and operational policies for higher education
learning and digitized
digitization, connectivity, and implementation procedures designed and
administration
approved
DLR 6.2: Share of students registered in courses with online/blended
teaching methods increased to 50%
DLR 6.3: Digital learning platform and online administration established at
UGC
TOTAL
55
17 DLRs

17.
Component-2 (IPF Component) (US$5 mil): Capacity Building, Program Management,
Monitoring and Evaluation (US$5.00 mil): This component will support (a) the capacity development of
MOEST, UGC and TU in strengthening their core regulatory and financing functions of the higher education
sector, including capacity building activities for, inter alia, QAA/QE systems; autonomy and affiliation;
research, innovation and patents; standardization of teaching/learning; accountability and competitive
financing; digitization and connectivity; establishing partnership; and twinning arrangements with
international universities; (b) implementation of all activities under Part 1, including fiduciary and
safeguard management, monitoring and evaluation, strengthening the Higher Education Management
Information System (HEMIS), undertaking assessments and evaluation studies, and commissioning the
Independent Verification Agency.

STRATEGIC RELEVANCE AND TECHNICAL SOUNDNESS
Strategic Relevance
18.
Nepal is in a unique situation both as the country currently stands and where it wants to be in the
near future in the federal set up. The present situation is a combination of the following factors: (a) around
45.6 percent of the working population are of age 15-45 years - youth bulge offers an opportunity to reap
benefits of demographic dividend, and considerable efforts are required to provide appropriate skills and
1

In average 50% shall be accredited
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opportunities to these youth for access to higher earning jobs and reap the benefits; (b) the GER is low
(around 14.4 percent) with its labor force participation of around 67.5 percent, while the GER of some
Asian countries are far higher - Bangladesh (20 percent), Sri-Lanka (21 percent), India (26.9 percent),
Malaysia (41.9 percent), Thailand (49.3 percent), and China (51.0 percent); (c) the supply of highly
educated youth is not only limited in quantity, but also poorly relevant to the pressing and changing needs
of the economy – skill shortages in technical fields and graduate unemployment and underemployment
in other fields; (d) research is weak due to the shortage of qualified faculty members and limited
entrepreneurship programs; (e) the public higher education sector is underfunded, while the community
and private HEIs are lacking incentives; and (f) inadequate to respond to the growing social demand of
the increasing secondary education graduates. Failure to utilize this window of demographic dividend will
be detrimental to development and danger of turning into demographic liability.
19.
All these challenges pose a serious threat to the country’s ambition to move up to the ladder to
MIC by 2030 and to HIC in 2043 to meet the national goal ‘prosperous Nepal and happy Nepali’. The
Government’s National Higher Education Program (NHEP) Framework provides appropriate answers that
the skills issues are rooted in a broader macroeconomic context. The supply of skills is closely interrelated
with the school sector education. Hence, the school and higher education sectors are conceived as the
integral parts of the building block in the global employment and economic growth strategies through
human capital development.
20.
The objectives and the design of the proposed Program are aligned with the NHEP and address
major area of concern. As noted in the NHEP the small and outdated higher education sector is unable to
transform the country toward a knowledge- and innovation-driven society. The Program therefore
prioritizes a selective expansion of enrollments in critical fields, the upgrading and updating of the
curricula, pedagogy and assessment methods, equipping with new tools of quality assurance and quality
enhancement, skilling of the academic staff and leaders with emerging trends in higher education
management and delivery, and promotion of development-oriented research culture.
21
Positive wage premiums associated with a higher education degree are observed in most
countries including Nepal, especially in the low- and middle-income countries where the supply of
graduates is still low. The average return to higher education was estimated at 14.6 percent worldwide
and at 17.3 percent for South Asia. In Nepal, various estimates at different points in time converge to an
average return of around 17 percent.

Technical Soundness
22.
Scaling up the higher education sector and making it a driving force in the growth and
transformation of the economy will require initiation and implementation of reforms on several fronts.
This is the approach advocated in the Government policy and programs as explained below:
i.

Opportunities to study in high demand productive sectors have to be broadened. University
restructuring will also be incentivized - smaller universities will be supported for additional
programs to achieve the economy of scale (EOS) and the Tribhuvan University (TU) with its
unmanageable size will be restructured with provision of Province level non-affiliating TU as TU
Chapters at Provinces. Similarly, small size colleges will be merged to benefit of EOS. This will help
these HEIs in recruiting skilled faculty members and appropriately manage the resources. While
expansion of pool of graduates is a prerequisite, it is also critical that such expansion takes place in
the field of labor market needs to support national development. This is why the NEHEP will
prioritize increased enrollment in the market relevant programs including Science & Technology
using market appraisal of each program need in close consultation with and involvement of the
business community, and their timely revision.
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ii.

Experiences of the Massive Open Online Courses (MOOCs), and e -learning resulted due to the
COVID-19 Pandemic are becoming new normal and powerful complements to traditional teaching.
The Program will support several initiatives, including, a more systematic reliance on e-learning.
This will cater a diverse student population, including adults and freshmen living far from university
facilities. The UGC will facilitate universities collaboration to benefit the students. The capacity of
public HEIs with around 32 percent of total enrollment is insufficient to absorb all the additional
intakes. Therefore, community and private HEIs will have to share the burden. The NEHEP will
support in establishing a level playing field to encourage public-private-community partnership.

iii.

The shortage of faculty members with the proper qualification in their field has been a critical factor
for the transmission of knowledge and conducting research. There is also a low proportion of PhDlevel academics in the universities. A vigorous effort will be made to increase the supply of such
academics through (a) training of faculty members with the HEIs strategic plans; (b) extension of
excellence-based recruitment/ promotion of faculty members; (b) continued support for young
academics to help them obtain postgraduate degrees; (c) encouraging collaborative research with
involvement of PhD scholar in the team; and (d) incentivizing individual HEIs for PhD programs.

iv.

Private HEIs will also be supported in upgrading their faculty members subject knowledge with
modern teaching approaches such as student-centered teaching and the mastering of soft skills.
Based on the observation and also from the Bank supported predecessor projects that linking
funding and performance produce better results, these supports will be continued on a competitive
and cost sharing basis.

v.

The increased sophistication of occupations and the globalization of labor markets requires that the
students are equipped with soft skills and communication proficiency in addition to academic
credentials and subject knowledge. Worldwide employers complain that graduates applying for a
job lack the socio-emotional, skills and the minimum level of functional English to perform at the
workplace. Nepali employers and graduates are not different as suggested by the beneficiary
survey. NEHEP will encourage these elements in the market relevant programs.

vi.

Reliable QAA and QE mechanisms will be in place to maintain minimum level of quality performance
measured by the QAA indicators and transformation measured by a set of QE indicators. These are
recognized in all countries, from the most advanced ones to those still struggling on their
development path. While the seeds for such reforms have been sowed in Nepal, they need better
rooted institutionally and further nurtured also extending them at the level of individual universities
and programs including linkage of this performance with funding. Formula and Performance based
funding initiated in earlier operations would be continued with improved indicators, which among
others would include merit-based selection of HEIs’ leadership and faculty members; student
centric teaching and learning; student and peer evaluation of academic programs; student and
faculty mobility; academia-employer collaboration; digital development; tracking graduate
employability; and research outputs including action researches. The HEIs will also be encouraged
to implement self-defined QE indicators carefully designed and strictly monitored also learning from
the global practices.

vii.

Culture of academic research beyond the walls of universities is critical to propel innovation and
drive Nepal’s economy to an advanced technological stage. This has been clearly recognized by the
National Science, Technology and Innovation Policy 2019. However, despite UGC progress on
6

academic research and publications and some isolated good results, the culture of collaborative
research is still largely absent. Learning the lessons of earlier higher education projects and
observing the successful experience of countries, the Program will support several initiatives to
incentivize faculty staff to engage in collaborative research and innovation in areas of national needs
through competitive research grants with additional focus on research products to a
commercialization stage. The research management cell established at the HEIs during the earlier
projects will be further strengthened to promote academia-industry collaboration.
viii.

Finally, all the reforms and new initiatives to scale up previous efforts and to revive the higher
education sector need to be designed in a coherent way. The national higher education policy,
programs and actions necessary to amalgamate efforts toward common economic and social goals
are in place, and the PforR under MOEST/UGC leadership will step toward its support. Individual
beneficiary universities and HEIs will prepare/revise and operationalize their own business plan in
their strategic plans and actions.

LESSONS LEARNED FROM PREVIOUS BANK PROJECTS
23.
The key lessons learned from previous two Bank supported in higher education have been
considered in the Program design:
i.

Second Higher Education Project - SHEP (2007-2014): This project initiated key reforms,
particularly, introduction of ‘reform grants’; extension of decentralization and introduction of
autonomy; strengthening research and accreditation also by establishing two separate support
divisions at UGC; introduction of research grants with additional focus on publications, and Quality
Assurance and Accreditation (QAA) of HEIs; poverty targeted scholarship support; and more focus
on higher education (Bachelor and above) phasing out grades 11-12 from the higher education to
school sector program. Important achievements on Reform grants were Formula based funding to
HEIs against performance indicators clustered in areas of governance, quality, relevance, resource
generation and planning. Among others, the indicators were to development of strategic plan by
HEIs, completion of QAA cycle and tracer studies, per student place in entrance exams, enrollment
expansion, student employment within six months of graduation, cost sharing rate, graduation rate,
introduction of new programs, research publication, improved gender parity and share of
disadvantaged students. Reform Grants have helped reach a common understanding among the
policy level, government officials, UGC and academia that funding of HEIs should be formula-based
and linked to performance. These achievements were foundational moving forward for resultsbased financing (RBF) and systemic approach in all sub-sectors of education – HE, TEVT and school
sub-sector.

ii.

Higher Education Reforms Project – HERP (2015-2020): This project initiated Results Based
Financing (RBF) in the form of the Disbursement Linked Indicators (DLIs) and supported the National
Program. The HERP consolidated and extended SHEP initiated reforms and also introduced
additional reforms in areas of academic autonomy; research with additional focus on publication
and collaboration, excellence-based recruitment and promotion of faculty members; shifting of
QAA from voluntary to mandatory as decided by the UGC; and introduction of e-learning. Both SHEP
and HERP laid foundation for UGC capacity strengthening. SHEP was the first project UGC
implemented after it was established under the 1993 UGC Act. With the establishment of Research
and QAA Divisions, UGC collaboration with academia and Professional Councils was extended in
7

support of these areas. The UGC Education Management Information System (EMIS) section was
also established and the EMIS Report publication initiated and continues. Despite progress in some
key reforms, there are still a large and unfinished reform agenda in the higher education in the
federal context. Consolidation of the initiated reforms with additional challenges are set out in the
newly formulated Government’s policy/ plans. As per the Constitution 2015, higher education is a
shared responsibility of Federal and Province levels. The key areas of NEHEP support include:
improved GER; labor-market relevant programs; improved share of Science & Technology (S&T) and
technical education; TU restructuring to manage its large size; promotion of entrepreneurship/ selfemployment; academia-industry collaboration; research, innovation and product; promotion of
indigenous knowledge/ technology; supporting underprivileged groups and regions; and climate
adaptation and sustainable development.

IMPLEMENTATION ARRANGEMENTS
24.
The University Grants Commission with
its Secretariat will implement the Program.
Fig 1: Organizational Structure for Implementation
Tribhuvan
University
as
a
subsidiary
implementing agency with its central
administration office will implement the
Program at TU under the UGC guidance. The
other universities and higher education
institutions as beneficiaries will have respective
program
coordinators
to
facilitate
implementation of the program support at their
institutions and coordination with the UGC. The
Ministry of Education, Science and Technology
will the supervising entity for overall policy
guidance. The UGC as a Commission will steer the
overall Program implementation. The UGC
Secretariat consisting different divisions and
sections including planning, monitoring,
procurement, financing, safeguards will provide
overall implementation support to UGC with
additional support from a Program Support Unit
(PSU) as per requirement for capacity building; pilots and innovations; research, evaluation, and policy
studies; and communication. The individual universities/HEIs program coordinators will coordinate,
monitor, and facilitate the work of the various faculties and departments of their campuses and
institutions including linking and coordination with the affiliating universities and with the UGC. The IPF
component of the Operation will also finance equipment, software, transport, and office furniture for the
UGC with its Secretariat as the main implementing agency, Tribhuvan University Central Office as a
subsidiary implementing agency and incremental operating costs.

PUBLIC EXPENDITURE ON HIGHER EDUCATION AND EXPENDITURE
FRAMEWORK
25.
Nepal is low by international standards in HE spending as a share of GDP (0.53 percent) or total
government expenditure (1.28 percent) in light of the country’s ambition to become a MIC by 2030 and
8

high-income country (HIC) by 2043. Nepal public expenditure per students in HE is around 24.20 percent
of its GDP per capita, which is far less than South Asian countries.2 There are possibilities of increasing this
share in the federal set up: the Federal government has made
commitment to increase the current share of education budget from
Figure1: Program Boundary
10.7 percent to 20 percent of National budget by 2030, and the
provinces are also establishing provincial universities with greater
focus on technical education. The Gandaki province has established
a new university, and Province 1, Lumbini, Bagmati, and Karnali are
in progress. These initiatives will contribute to the overall needs for
overall higher education requirements going forwards.

Budget Structure, Program Boundary and Expenditure
Framework
26.
Federal
public
funding to higher education is
Fig 2: Program Planning and Budget Approval Process
channeled through MOEST
and the Ministry of Health
and Population (MOHP). The
MOEST funding support goes
through UGC to universities/
HEIs and directly to the
National Academy of Science
and Technology (NAST), while
the five health science
academies
budget
is
channeled through MOHP.3
In the Program the budget
channeled from MOEST
through UGC to universities
and HEIs is considered as a
Program Framework and
consists of (i) block grants for
staff salary (50%) and
academic services (9%); (ii)
development grants (14%);
(v) capital grant (27%). Spending on research is more scattered among development grants and capital
grants. Universities and public HEIs also generate internal resources as the government funding is
insufficient. While community colleges receive GON grants on performance, private HEIs do not receive
government funding. The universities and HEIs’ internal resources are not included in the Program funding
for the PforR. Similarly, the Province contribution are not included in the Program boundary and will also
not be considered in the NEHEP reconciliation unless otherwise agreed with the World Bank.
27.
The resources allocated to overall UGC Program for FY 2020/21 is USD140.7 mil. with salary
component of USD 70.31 mil and Development including capital part of USD 70.38 million (PforR
boundary). The annual growth of the Program budget is assumed to be at 10% considering three factors:
2
3

https://data.worldbank.org/indicator/SE.XPD.TERT.PC.ZS. Bangladesh-29.9%, Bhutan: 50.7%, India-49.3%, Sri-Lanka-31.6%
In the NEHEP budget channeled through UGC only is considered as a Program Framework
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(i) annual national growth of around 6%, (ii) increase of education budget as a share of National budget
to 20 percent by 2030, and (iii) Government priority of promoting education sector including higher
education for human capital development as an important contributor for national growth . Based on
these assumptions the funding envelop of PforR boundary has been presented in Figure 1 and Table 2)4.
Table 2: UGC Higher Education Budget and NEHEP: Base Year and Forecasts 2021–2026 (USD mil)
2020-21
20252020-21 to
Budget Head
2021-22
2022-23
2023-24
2024-25
(Base year)
26
2026-26

Share

NEHEP

UGC Budget

Regular Budget
(Code:26412)
(Recurrent + Development)
Recurrent (R)
Remuneration (RM)
Development (D1)
Development (D2)
Capital Budget (CB)
(Code:26422)
Sub-total (D1+D2+CB)
Total (RM+D1+D2+CB)
Program
Project
Sub-Total (NEHEP)
Total Program (UGC+IDA)
PforR Boundary
Total Program
PforR Boundary

102.69

112.96

124.26

136.68

150.35

165.39

792.33

82.72
70.31
12.41
19.97
38.00

90.99
77.35
13.65
21.97
41.80

100.09
85.08
15.01
24.16
45.99

110.10
93.59
16.52
26.58
50.58

121.11
102.95
18.17
29.24
55.64

133.22
113.24
19.98
32.16
61.21

638.25
542.51
95.74
154.08
293.23

70.38
140.70
0
0
0
140.70
70.38
100%
50%

77.42
154.77
16.50
0.50
17.00
171.77
93.92
100%
55%

85.16
170.24
25.00
1.50
26.50
196.74
110.16
100%
56%

93.68
187.27
12.50
1.50
14.00
201.27
106.18
100%
53%

103.05
205.99
1.00
1.00
2.00
207.99
104.05
100%
50%

113.35
226.59
0.00
0.50
0.50
227.09
113.35
100%
50%

543.04
1,085.55
55.00
5.00
60.00
1,145.55
598.04
100%
52%

Table 3: Category-wise Expenditure Framework
Budget Heads
A. University Teacher/Staff salary and
Remuneration (Code:26412 A)
B. Program Cost (Code:26412 B)
B.1 Recurring and Development
Academic Programs
Research and Development
Quality Assurance and Accreditation and
improvements
Performance Grants
Equity and Access
Digital Development
Others and capacity building
B.2 Civil works, Equipment (Code:26422)
Total Program

28.
4

Sub-total
(Recipient), USD, Mil

IDA, USD Mil

Total, USD,
Mil

Share of
total, %

542.51

0.00

542.51

47.40

543.04
249.81
87.70
17.97

60.00
10.00
10.00

603.04
309.81
97.70
27.97

52.60
27.00
8.50
2.40

28.37

10.00

38.37

3.30

20.48
26.89
14.36
54.04

10.00
10.00
5.00
5.00

30.48
36.89
19.36
59.04

2.70
3.20
1.70
5.20

293.23

-

293.23

25.60

1,145.55

100.00

1,085.55

Category-wise Expenditure Framework. The category-wise program expenditure framework

Exchange rate used is NPR117 = US$1
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derived from the UGC Annual Work Plan and Budget (AWPB) is presented in Table 3 with diaggregated
amount of the Government and World Bank contributions.
29.
Historical Rates of Budget Execution. The past three year’s of Government budget trend to higher
education throughof UGC trend in terms of budget allocation in the AWPB and its utilization show that
the annual increass in average is around 16.40 percent. Similalrly, the annual utilization rate is between
90 to 98 percent (Table 4).

PROGRAM’S FINANCIAL SUSTAINABILITY, EFFICIENCY, AND PROGRAM
RESULTS
30.
The
Table 4: Historical Rates of UGC Budget Execution
alignment of the
FY2017-18
FY 2018-19
FY 2019-20
FY 2020-21
expenditure
Budget
Allocat Expen Allocat Expen Allocat Expen
Allocat
Expen
framework
with
UGC Regular
70.67
69.69
79.66
75.70 113.31 115.06
102.69
government
priorities
is
UGC Capital
18.62
17.67 37.84
30.36
34.13
27.52
38.00
evidenced by the
Total
89.29
87.36 117.50 106.06 147.44 142.58
140.70
increasing trend of
Rate of
education budget in
utilization
97.84%
90.26%
96.70%
Rate of
absolute term and
annual
government policy
increment in
16.40%
commitment
of
allocation
putting
higher
(average)
priority
on
education (one of the key factors of human capital development) at the forefront of National
development. Improved share in higher education with focus on technical education, and Research
Development and Innovation are also at the forefront. The federal government commitment of
increasing the education budget to 20% of National budget by 2030 and policy commitments of
provinces also to support higher education are foundational. Similarly, while the average economic
growth during the last two years before COVID were 7.0 percent, the GON plans to rebuild the
economy for which policy commitments are in making also with the support of IDA and other
Development Partners. The trend of the Government higher education budget through UGC to
universities in the past 3years also show that the annual rate of budget increase in allocation is around
16.40 percent with the rate of utilization between 90.00 to 98.00% (Table 4).
31.
The past, present, and future outlook for the economy and the policy commitments and trends
of public finances in the federal set up lead to anticipation that the Program will be sustainable. This bold
increase in an environment of austerity in the federalism gives credence to the Government’s
commitment to ramp up education sector including higher education as a lead factor for Human Capital
Development. With such publicity, it is unlikely that the Government will renegade this commitment, even
in the case of a resource squeeze. Despite a low tax basis, weak revenue collection and capital budget
spending rigidity the fiscal discipline would be improved in the federalism. Indeed, fiscal consolidation
remains a central challenge on which public spending hinges, and the actual figures may be revised once
Federal and Provincial higher education Acts are streamlined, but without a reversal of the inter-sectoral
and inter-government priorities for the human capital development.
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32.
As the MOEST and the UGC have already embarked the actions in the NHEP, it is expected that
the implementation of the Program will not pose major challenges. The MOEST also builds on a good
foundation of PforR implementation in school sector program and the UGC of implementing of the
National Program for Higher Education Reform and Development (NPHERD), which was supported by the
World Bank HERP and closed in December 2020.
33.
The Program itself includes provision to train the higher education institutions’ (HEIs)
administrative staff to update their managerial skills, with the aim to boost their efficiency and in handling
of the budget. The Program will promote the HEIs’ performance by linking it to the allocation of funds
through performance grants. The Program also comprises the gradual introduction of a more
comprehensive performance-based mechanism applying to the bulk of recurrent expenditure and
ultimately replacing the current allocation formula in the medium to long term. Facilitating non-state HEIs
as envisaged under the Program will contribute both to improved efficiency and long-term sustainability.
While supporting non-state HEIs creating a level-playing field will enhance their quality, the promotion of
university-industry collaboration will also spur the involvement of private sector also financially to
encourage academics engage in applied, development-oriented research. The various reforms and
activities will act as incentives for universities/ HEIs to generate additional revenues and to use them for
academic purposes. The HE is also expected to attract the support of more donors, including those such
as the Asian Development Bank and others.

Program Results Framework and Monitoring and Evaluation
34.
A comprehensive Results Framework has been devised to allow the continuous monitoring of the
overall PDOs with six key performance indicators, 16 intermediate results indicators, six disbursement
linked indicators with 17 disbursement linked results. The set of key outcome indicators, intermediate
indicators, and DLIs are selected/ designed as per their functionality to ensure all Program aspects are
implemented. While the Program Implementation Plan is designed to facilitate implementation, remedial
actions will be taken in case of delays/ bottlenecks. Institutional arrangements are also put in place and
will be further strengthened as per requirement utilizing the available resources under Component 2 of
the Program.

COMPARISON OF FINANCING INSTRUMENT OPTIONS
35.
As per the Government request the rationale for the PforR with IPF Component was agreed in the
concept review and further confirmed with the borrower. The comparative table of the financing
instrument options discussed earlier is presented in Table 5 for reference. This was also discussed and
agreed with the Government in the preparation consultations and was also included as an integral part of
the Concept Review Decision Minutes.
Table 5: Comparison of the financing instrument options
PforR
Government

The PforR would meet the request of the client
Program
(MOF/MOEST/UGC) to support the national program and
results-oriented financing.

The MOEST/UGC have a higher education development
program.

The on-going Higher Education Reform Project (HERP) is
also supporting the government program through IPF-DLI
financing (IDA: $65 million; GON: $595 million).

IPF-PBC


IPF-PBC is no longer suitable for
programmatic support as per the new
guidance note on IPF-PBC (dated Feb
2020).
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PforR
Technical







Borrower
Capacity






Fiduciary &
Safeguard








Federalism



IPF-PBC

The PforR would allow the Bank to incentivize support to a
wide range of reform areas (performance-based funding
modality to institutions, poverty-targeted scholarships,
accreditation, autonomy, regulatory provision for distance
learning programs)
The program would have very high leverage to influence
the whole higher education sector development agenda
(Program Expenditure Framework of NEHEP: IDA: $60
million; GON: around $ 1.0 billion).
The PforR would further advance the shift to resultsoriented policy dialogue.



The MOEST has been implementing PforR operation in the
school sector development program.
The MOEST/UGC has a successful experience of
implementing an IPF-DLI project (HERP: Jan 2015 -Dec
2020) with a reliable track record of budget execution,
contract management, fund flow to universities/colleges,
and progress monitoring.
For capacity building component, the Team will explore
different options.



The borrower would have to handle two
parallel fiduciary management systems
and fund flow mechanisms (for IDA and
GON) to implement the national program.

HERP had no significant material audit observations and
fraud & corruption complaints.
The NEHEP will have no significant infrastructure
investment or high E&S risk activities. E&S risk is
Moderate, and Fiduciary risk is Substantial.
Systems assessment would undertake the assessment of
the fiduciary and safeguard capacity of the Borrower. For
the HERP supporting the National Program for Higher
Education the overall risk is Moderate. For the SSDP under
the same Ministry, the overall systems assessment
showed Substantial risks, while safeguard shows
Moderate risk.
Robust PAP, along with IPF component (Nepal has
precedence), would be in place, based on the systems
assessments, to strengthen the fiduciary management
capacity and E&S safeguard capacity, including CE and
GRM, to mitigate the risks and ensure accountable
operation.



The project would require a separate
budget code since the block grants to
institutions may include other activities
for which the institutions receive
resources from the government. Having a
separate budget code could risk the
sustainability of the reforms since it would
lead to duplicate procedures for the same
activities using (a) Bank procedures; (b)
country-systems.



The World Bank would have more
fiduciary and safeguard oversights through
the Bank’s fiduciary framework and ESF.



The IPF-PBC would require the Bank to
substantially narrow down the scope of
the NEHEP as the IDA envelope is
significantly smaller than the national
program.
As per the new guidance, IPF-PBC finances
a specific set of expenditures
underpinning the activities necessary to
achieve the targeted results. Though some
of the reforms do not cost much, politicaleconomy and stakeholder interests are
factors that hinder reforms from being
undertaken. Without sufficient incentives
through DLRs, these reforms are unlikely
to be undertaken.

Higher education is the responsibility of federal and
provincial governments under the federal structure. The
PforR instrument will allow the Bank to leverage the
government’s program to support sustainable reforms and
results also at the province-level.
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PforR
Federalism




IPF-PBC

Sri Lanka Accelerating Higher Education Expansion and
Development Operation (P159995) (PforR).
Odisha Higher Education Program for Excellence and
Equity (P160331) (PforR).
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