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Background 
 

The consumption of water has grown at more than twice the rate of the population for the past 

century. Although there is not yet a global water shortage, about 2.8 billion people, representing 

more than 40 % of the world’s population, live in river basins with some form of water scarcity. 

The challenges faced by more and more countries in their struggle for economic and social 

development are increasingly related to water. Water shortages, quality deterioration and flood 

impacts are among the problems faced by many countries which is often aggravated by the impact 

of climate change require greater attention and action. Integrated Water Resources Management 

(IWRM) is a process, which can assist countries in their endeavour to deal with water issues in a 

cost-effective and sustainable way.  

 

The International Conference on Water and the Environment held in Dublin 1992, set out four 

guiding principles associated with water use. 

 - Dublin Principle No. 1: Fresh water is a finite and vulnerable resource, essential to sustain life, 

development and the environment.  

- Dublin Principle No. 2: Water development and management should be based on a participatory 

approach, involving users, planners and policy-makers at all levels.  

-Dublin Principle No. 3: Women play a central part in the provision, management and safeguarding 

of water.  

-Dublin Principle No. 4: Water has an economic value in all its competing uses and should be 

recognized as an economic good. 

 

Within this principle, it is vital to recognize first the basic right of all human beings to have access 

to clean water and sanitation at an affordable price. Past failure to recognize the economic value 

of water has led to wasteful and environmentally damaging uses of the resources. Managing water 

as an economic good is an important way of achieving efficient and equitable use, and of 

encouraging conservation and protection of water resources. Since the United Nations Conference 

of Environment and Development (UNCED) in Rio de Janeiro 1992, the Dublin Principles are 

included in “Agenda 21”. Among the seven water management programs of “Agenda 21” the first 

is integrated water resources management. The term IWRM was to imply “an inter-sectoral 

approach, representation of all stakeholders, all physical aspects of water resources, and 

sustainability and environmental considerations”. Global Water Partnership (2000) has established 

a definition according to which integrated water resources management is “A process which 

promotes the coordinated development and management of water, land and related resources, in 

order to maximize the resultant economic and social welfare in an equitable manner without 

compromising the sustainability of vital ecosystems”. In case of Nepal, the concept of IWRM was 

introduced by Water Resources Strategy (2002), National Water Plan (2005) and Irrigation Policy 

(2013). However, these plan, policy and strategy does not detail about the manner in which IWRM 

shall be translated in water resource planning, management and conservation. The SDG 6.5.1 ("by 
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2030, implement integrated water resources management at all levels, including through 

transboundary cooperation as appropriate") Survey on IWRM implementation status as carried out 

in 2020 shows that Nepal has achieved the Score of 37 where the average global score being 40. 

This score shows that there is still a long march to strive for in order to achieve the SDG 6.5.1 

target. It is to be noted that the survey has identified Finance as a major challenge for sustainable 

development and management of water resources. Investment in the ‘Soft’ part of IWRM receives 

low priority whereas investment in physical infrastructures is inadequate. Recently, in 2020 

Government of Nepal has approved the National Water Resources Policy, which in its strategy has 

provisions for the IWRM and details about its implementation.  Hence, this study has made 

systematic inquiry on the financing mechanism for IWRM implementation and other different 

provisions as provided by the National Water Resources Policy, 2020.  

Introduction  
 

In order to ensure the sustainability and financial long-term viability of integrated water resources 

management (IWRM), a clear policy framework for water financing is needed. This includes the 

definition of financing sources and of who shall pay, the definition of principles that guide 

financing and the specification of the different economic and financing instruments that ensures 

financial resources are collected and transferred to wherever needed. Given the wide range of 

measures belonging to IWRM, an all-encompassing policy framework for financing can hardly be 

found. In most cases, only parts of the IWRM, in particular related to water supply and wastewater 

services, are covered. However, sectoral plans and policies has stressed the importance of 

financing linked to sector policies (e.g., agriculture, energy or climate change) that directly support 

projects and actions that impact on the water system. Coherence between sector financing and the 

objectives and goals of IWRM becomes central to a sound financing of the water sector. This study 

aims in collecting and analysing the provision of annual expenses on water resources sector as 

provided in national budget for a given time frame, particularly on IWRM activities, understand 

funding gaps, identify barriers and challenges, and explore potential sources of funding 

(opportunities), propose recommendations to bridge funding gaps by accessing potential sources 

(domestic and global).  

Objective  
 

The overall objective of this study is `to assess the IWRM financing in water resource sector, its 

mechanism, challenges and opportunities as provisioned by the National Water Resource Policy 

2020. Its specific objectives are as follows: 

i. To make thorough assessment of the provisions made as in National Water Resource 

Policy regarding Integrated Water Resource Management and its financing 

mechanism. 

ii. To analyse the IWRM financing mechanism, challenges, opportunities and gaps to 

suggest the recommendation.  



7 

 

Scope of the Study 
 

The Scope of this study are as follows: 

 

• This study shall make assessment based on the National Water Policy only.  

• The budget allocated for time period of 2020-2022 shall only be assessed  

• The budget allocated invested by donor agencies in IWRM shall not be assessed 

• This study acknowledges its limit of determining separate heading for IWRM finance and 

rather takes every expense on water resources into consideration 

Methodology 
 

This study has been carried out through desk study. Different secondary source of literatures, legal 

documents, articles and journals has been thoroughly reviewed. This study traces back the archives 

from library of government institution to assess the government owned plans and projects in water 

resource development. IWRM expert and water resource experts were interviewed in this regard.   

National Water Resource Policy and IWRM  
 

The national water resource policy 2020, in its strategy no 2 has stated for the integrated water 

resource management and multi-purpose use of water.  

 

Under the strategy no 2, some of the crucial policies and working policies includes: 

- Water Resource use and management to be based on the principles of integrated water 

resource management. 

- During the use and development of water resources, multi-purpose use like drinking water, 

irrigation, hydropower, tourism, water transport, industry, fisheries to be prioritized.  

- Depending on the availability and necessity inter-basin transfer projects to be considered.  

- Conjunctive use of ground water and surface water to be prioritized.  

 

The policy mentions on finance states that the, multi-faceted protection and development of water 

resources requires large resources and for this, adequate public budget allocation and foreign aid 

and investment must also be mobilized. Union, state and local levels will be prioritized. Also, 

possible foreign resources will be mobilized to the maximum. 

 

 

 

 

 

Apart from this, the water resource policy also instated for the multi-stakeholder participation in 

the water use planning and decision making. 
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Regarding the institutional mechanism, the national water resource policy has put it that proper 

institutional system to be managed at central, federal and provincial level for the use, development 

and conservation of water resources. For the implementation of policy, Different ministries, 

departments, authority, commission, directives, programs and committee shall be established at 

the central level. There is no any indicative of financing mechanism for IWRM implementation.   
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Budget Analysis from year 2020-2022 
 

Year Budgetary Expense on Heading  Budget allocated IWRM consideration           Remarks  

 

 

 

 

2020/21 

Agriculture Sector Rs. 41.40 billion No any mention of IWRM 

approach 

 

Integrated water resource 

management has not been 

prioritized by this annual 

budget. However, integrated 

soil conservation is allocated 

with budget linking soil with 

watershed 

Irrigation and River Training Rs. 27.96 billion No any mention of IWRM 

approach  

Forest and Environment Rs. 1.55 billion for the 

Chure conservation 

related programme 

only 

An integrated soil 

conservation in 4 Major 

watersheds 

Drinking Water and Sanitation Rs. 43.10 billion     Not mentioned  

     

 

 

2021/22 

Agriculture and Livestock Development Rs. 45.09 billion  

 

 

    Not mentioned  

Integrated water resource 

management has been 

largely ignored by this 

annual budget. It has 

allocated budget based on 

sector-wise infrastructure 

development only. The 

linkage between these cross-

cutting sectors are not 

recognized.  

Irrigation, River Training and Watershed  Rs. 31.86 billion 

Forest Rs. 1.32 billion for 

Chure protection only 

Environmental Protection 14.13 billion 

     

2022/23 Agriculture and Livestock Development  Rs. 55.97 billion Not mentioned - This year budget has 

somehow recognized 

and allocated budget 

 Sustainable Forest Management and 

Environment 

13 billion  Integrated watershed 

management connecting 
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upper and lower streams 

for the sustainable 

management of watershed.  

for the integrated 

watershed 

management, Water 

Supply and 

Sewerage 

Management 

however, how this 

fund will promote 

participatory 

approach is not clear  

 Water Resources and Irrigation Rs. 33.50 billion Not mentioned  

 Water Supply and Sanitation Rs. 37.35 billion  Under the Integrated 

Water Supply and 

Sewerage Management 

Project, detailed study of 

integrated water supply 

and wastewater treatment 

projects 

     

     

 

 

The budgetary analysis on IWRM funding and its channelling mechanism shows that in the recent year only, integrated water resource 

management, its linkage with soil and forest conservation has been recognised. There is also growing interest on integrated drinking 

water and sewerage management. The budget allocated for the IWRM is not explicit rather, the budget is allocated to the sectoral 

ministry and from their plans and programs are designed for IWRM implementation. In this regard, Financing water resource 

management is characterized by a share of government subsidies. The National Government finances both planning activities and most 

of the new constructions, either directly or indirectly. More than half of the costs associated to infrastructure construction (flood control, 

drinking water supply and agricultural water supply) are subsidized by the national government directly.  

 

In Nepal, the water-related budget has been spent on flood control investments such as the construction of dams, waterworks, drinking 

water infrastructure and related facilities, agricultural water supply, etc. The national government expenditures are commonly financed 

from general tax revenues. Regarding IWRM implementation, the activities primarily based on principles of IWRM is financed by 

International Agencies or donor organizations. 
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Analysis of IWRM focused on National Water Policy  

 
At the recent time, national water resources policy, 2020 has also enshrined IWRM principles to 

be considered in water resource use, planning and management. In case of Nepal, Water and 

Energy Commission Secretariat is the focal agency for IWRM implementation. However, the slow 

progress in establishing the non-hierarchal governance structures promoted IWRM has led to a 

lack of accountability and transparency which are key to building trust and confidence in water 

institutions (Frewer, 2003). The creation of new decentralised institutions parallel to existing 

governmental water institutions has brought up questions of who ultimately is in charge, who is 

accountable or holds the mandate to solve my water access challenges? Further complicating the 

integration aspect of IWRM is the tension between decentralising according to the principles of 

IWRM and to urge to centralise the power in WECS.  

 

The National Water Resource Policy as a progressive policy does not fully recognise the complex 

historical context, and the underlying inequalities in knowledge, power and access to resources. 

The power imbalances and large disparities in access to natural resources have influenced the 

outcomes of the water policy, water access and the way people participate in water governance 

structures. The decentralisation and integration aspects of IWRM are lacking in rural areas, large 

discrepancies continue to persist and these inequalities are further reinforced when well-informed 

and powerful water user use them to their advantage. Although IWRM promote integration as a 

solution to inter-sectoral conflict and improved governance, the coordination is not always an easy 

task and silos continue to persist between sectors, reform processes and funding mandates.  

 

It is particularly difficult to find evidence on the process and criteria supporting the allocation of 

financial resources to the water sector. In particular, there is limited information on how the general 

budget is allocated between individual sectors and public policy, in particular water policy and its 

different sub-components (water quality, flood control, management, monitoring and evaluation, 

etc.). Indeed, this process is strongly politically driven with unclear pre-defined rules and 

principles. However, examples of the allocation of public financial resources can be found at lower 

scale. The attempt to improve the effectiveness of the allocation of public financial resources for 

IWRM implementation should not only be concentrate on the water sector alone. Also, the 

interferences with other sectors (e.g. agriculture, energy, climate change, etc.) needs to be 

considered and evaluated as a whole.  

 

 


