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Background 

Nepal’s national HIV targets are for 92.5% of all people living with HIV to know their HIV 

status, 92.5% of those who know their status to be on antiretroviral therapy (ART), and 

92.5% of those receiving ART to achieve viral suppression. The country aims to reach these 

92.5-92.5-92.5 cascade targets by the end of 2025 and aims to reach 95% for all three targets 

by the end of 2030. Despite significant improvements in cascade achievements, Nepal still 

loses a significant portion of people living with HIV along the HIV care continuum (see 

Figure 1). While 78% of people living with HIV know their status (23,136), only 63% of 

people living with HIV are on ART (18,628) and 47% of people living with HIV receive viral 

load testing (13,961). Most people living with HIV (89%) who received a viral load test have 

reached viral suppression (12,357) (NCASC, 2019). Efficient case finding, differentiated care 

models that increase access to ART, and increased viral load test capacity will likely 

contribute to reaching national cascade targets.  

Figure 1. Nepal HIV Cascade (2019) 

 

Source: NCASC, 2019 

Note: Percentages represent people living with HIV; viral load tested is shown in a lighter shade as it is an intermediate 

step between those on ART and those whose viral load is suppressed. 

Scaling-up identification, treatment, and viral load testing and suppression interventions in 

Nepal to meet the 92.5-92.5-92.5 targets will, among other things, require a surge in 

funding. Nepal’s HIV program is heavily dependent on external financing from donors. As 

donor funding for HIV declines (see Figure 2) and Nepal pushes towards reaching its 

national targets, the government of Nepal will need to increase domestic allocations to HIV 

to fund priority HIV services and ensure sustainability of the HIV program. The recent and 

ongoing transition of the government to a federal republic means that subnational 

governments and entities, including provinces and municipalities, receive an increasing 

share of the national HIV budget as well as have more authority to raise and spend their own 

revenues. More evidence is needed to understand the role of these new subnational entities 

in funding Nepal’s HIV program.  
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Figure 2. Development Assistance for HIV in Nepal (2011–2017) 

 

Source: IHME, 2020 

With heavy reliance on remittances and tourism, Nepal’s economy is likely to be severely 

impacted by COVID-19 in the short term. Nepal’s projected gross domestic product (GDP) 

growth rate for 2020 reduced to 2.3% (from 5.3%) due to the impacts of COVID-19 (ADB, 

2020). Estimates for 2021 are also revised down to 3.1% growth compared to an estimated 

6.4% growth pre-COVID-19 (ADB, 2020). Prospects of lower economic growth coupled with 

the need for increased government spending to deal with the pandemic will limit fiscal space 

available for the government, which will likely impact the domestic funding available for 

health and HIV in the short-term.  

Objectives 

This report analyzes the current HIV financing landscape at the national and subnational 

level in Nepal and assesses the potential for increased domestic resource mobilization for 

HIV programming considering the impact of COVID-19 on Nepal’s economic outlook. A 

previous analysis conducted by the Health Policy Plus (HP+) project estimated the resources 

required to reach the 92.5-92.5-92.5 HIV targets set in Nepal’s HIV Strategic Plan and 

identified a USD 19.5 million funding gap for fiscal year 2020-21, given the estimated 

resources available from domestic and external sources for HIV (Stein and Ward, 2020).  

In order to continue Nepal’s trajectory toward achieving national cascade targets, more 

domestic resources are needed. In this context, HP+—funded by the U.S. Agency for 

International Development (USAID) and U.S. President’s Emergency Plan for AIDS Relief 

(PEPFAR)—conducted a limited fiscal space analysis to identify potential areas for Nepal to 

increase its domestic contributions to the HIV response.1 Nepal’s National Center for AIDS 

and STD Control (NCASC), USAID’s LINKAGES and EpiC projects, Save the Children 

(through Global Fund funding), and the Joint United Nations Programme on HIV/AIDS 

(UNAIDS) provided input for the analysis. This report highlights findings from the analysis 

and additionally describes Nepal’s current HIV financing landscape to set a baseline for 

allocations to the HIV response in Nepal. These findings can be used to advocate for 

increasing domestic resources for HIV and to inform development of Nepal’s next HIV 

strategic plan.  

 

1 A full fiscal space analysis looks at five core areas: macroeconomic context, reprioritization for 

health, external funding, innovative financing, and efficiency gains. This analysis only focuses on 

macroeconomic context and reprioritization for health, specifically HIV. 
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Data Sources 

HP+ collected both quantitative and qualitative data for this analysis. Quantitative data was 

obtained from documents in the public domain including budget documents (i.e., Nepal’s 

Budget Speech), publications of multilateral institutions (i.e., the International Monetary 

Fund’s Regional Economic Outlook), and facts and figures shared by the NCASC and sub-

national units (i.e., budget and expenditure statements from government budgeting 

software). Qualitative data was compiled from key informant interviews conducted at the 

national, provincial, and municipal level and from information shared by key HIV program 

partners. Information for subnational analysis required field visits to two provinces 

(Province No. 1 and 5) and two municipalities (Biratnagar and Maharajgunj) that were 

selected in consultation with key stakeholders and the NCASC. Results from the subnational 

budget and expenditure analysis are not intended to be representative of all provinces and 

municipalities in Nepal.  

Health Financing Overview 

Nepal’s total health expenditure has been steadily increasing, for the most part, in both per 

capita and as a percentage of GDP, since 2000 (see Table 1). General government health 

expenditure has also been increasing as a percentage of GDP, per capita, and as a percentage 

of total health expenditure. Out-of-pocket spending on health has remained high since 2000, 

accounting for more than half of total health expenditure, while the share of total health 

expenditure funded externally has decreased slightly since 2000. Improved government 

spending on health could be a result of increasing GDP per capita and strong GDP growth 

since 2000 in Nepal.  

Table 1. Selected Macroeconomic and Health Financing Indicators (2000–2017) 

Macroeconomic Indicators 2000 2005 2010 2015 2016 2017 

GDP per capita (constant 2010 USD) 455.3 500.2 592.4 732.0 729.7 779.2 

GDP growth (annual %) 6.2 3.5 4.8 3.3 0.6 8.2 

General government final consumption expenditure 

(% of GDP) 
8.9 8.9 10.0 10.9 11.5 11.2 

Revenue, excluding grants (% of GDP) 10.6 11.5 14.9 19.3 21.5 22.9 

 

Health Financing Indicators 2000 2005 2010 2015 2016 2017 

Current health expenditure per capita in USD 8.6 14.5 30.0 45.1 45.5 47.9 

Current health expenditure as % of GDP 3.6 4.5 5.0 6.2 6.3 5.6 

Domestic general government health expenditure 

as % of current health expenditure 
15.5 19.1 18.1 16.6 18.6 22.3 

Out-of-pocket as % of current health expenditure  55.8 49.2 56.2 59.4 55.4 57.8 

External health expenditure as % of current health 

expenditure  
21.5 23.7 13.9 14.4 11.7 15.3 

Domestic general government health expenditure 

as % GDP 
0.6 0.9 0.9 1.0 1.2 1.2 

Domestic general government health expenditure 

per capita in USD 
1.3 2.8 5.4 7.5 8.4 10.7 

Sources: World Bank, 2020; World Health Organization, 2017 
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HIV Financing in Nepal 

Figure 3 shows HIV expenditure by source from 2013 to 2018. External (i.e., 

international/donor) expenditure constituted the majority of HIV spending in Nepal over the 

period with domestic public expenditure contributing between USD 1.4 million in 2016 to 2.3 

million in 2018. 

Figure 3. HIV Expenditure by Source, 2013–2018 

 

Source: UNAIDS, n.d.  

Note: Figures from international datasets may not match data collected from government sources as part of this 

analysis.  

External HIV Funding 

Off-Budget External HIV Funding 

Nepal’s overall HIV program budget is largely funded 

through off-budget support from donors. Of the total 

budgeted USD 22.7 million for HIV in fiscal year 2019-

20, 16.6 million (73%) is donor funded with the 

remaining 6.1 million (27%) coming from the national 

HIV budget (including federal and subnational funding) 

(see Figure 4).2  

On-Budget External HIV Funding 

Nepal’s national HIV budget also includes on-budget 

support from donors. In fiscal year 2019-20, 38% of 

Nepal’s national HIV budget was externally financed 

(see Figure 5). This is compared to only 13% of Nepal’s 

overall health budget coming from on-budget donor 

support. Including both on- and off-budget donor 

funding, the proportion of Nepal’s HIV program funded 

by donors in 2019-20 increases to 83% (from 73% for 

off-budget only). The national HIV budget is also less 

 

2 In this report, fiscal year refers to the period from July  1 to June 30.   
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Figure 4. Overall HIV Program 

Budget, by Source (2019-20)  

 

Source: MOHP and MOF, n.d. 
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devolved than the general health budget as subnational transfers comprise 38% of the 

national health budget and only 20% of the national HIV budget (see Box 1 for more 

information on Nepal’s transition to federalism). Because external funding constitutes a 

significant portion of the national HIV budget, increasing domestic resource mobilization is 

not about increasing total HIV budget allocations but about increasing the proportion of HIV 

spending funded by government revenue.  

Figure 5. Share of Domestic and On-Budget External Funding in National Health and HIV 

Budget Allocations (2019-20) 

 

Source: MOHP and MOF, n.d. 
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Box 1. Transition to Federalism in Nepal: Health and HIV Service Delivery  

Nepal’s 2015 constitution mandated a transition to a federal structure with three levels of 

government: central, provincial, and local (municipal). Governments at all three levels were formed 

after the 2017-18 elections. The constitution distributes power through lists of absolute and 

concurrent functions at each level of government; however, clear separation of functional 

responsibilities and accountabilities across all three government levels is still needed. The 

devolution process is far from complete despite the new laws and regulations. For example, staff 

assignment and distribution to different levels of government is ongoing. 

Health Service Delivery. In the new structure the responsibility for health service delivery is shared 

across all three levels of government. Starting in 2017-18, the government began devolving a 

portion of the health budget to subnational governments as conditional grants for health. The 

majority of the health budget under wages and salaries, support services, capacity building, and 

program activities have been devolved to local governments, with provincial governments 

responsible for secondary health services and local government responsible for basic health and 

sanitation. The majority of the health budget for medicines, service provision at tertiary hospitals, 

capital construction, and capital goods remain at the federal level with some responsibility for 

medicines and planning being shared with provincial governments. There are no policy directives 

that provide the basis for determining the amount of health-conditional grants to province and 

local governments. 

HIV Service Delivery. For HIV service delivery, the NCASC developed the 2019-20 Program 

Guidelines to prioritize programs and guide investments to subnational governments. Examples of 

areas of responsibility for provinces, as outlined in the guidelines, include opioid substitution 

therapy staff and operating expenses, lab worker training for provinces with a lab, ART site staff 

and operating expenses, prevention of mother-to-child transmission training for health workers, 

drug and condom procurement, and conducting programs for migrants. Examples of local 

government areas of responsibility include supporting ART site operation costs and ART 

counselors’ salaries as well as conducting programs to increase access to HIV and tuberculosis 

services for prisoners.  

Sources: Chalise, 2018; MOHP and NHSSP, 2018; MOHP, 2018a, 2018b  
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National HIV Budget 

Trends 

Nepal’s national HIV budget in fiscal year 2019-20 

was USD 6.1 million, which was 1% of the total 

national health budget of USD 619 million (not 

including non-Ministry of Health and Population 

health funding). In 2019-20, nearly 80% of the 

national HIV budget (USD 5.0 million) went to the 

NCASC while 19% (USD 1.2 million) went to 

provinces and 1% (USD 50,000) to local 

governments (i.e., municipalities) as part of 

conditional HIV grants to subnational levels (see 

Box 2 and Figure 6). Some provinces and 

municipalities may allocate additional funding to 

HIV-related activities from their own resources 

(i.e., through unconditional central grants and/or 

from their own revenue) but such funding is not 

tracked at the national level.  

Starting in 2018-19, part of the national HIV budget was allocated to subnational 

governments (MOHP and NHSSP, 2018). The NCASC’s budget decreased as a result of the 

transition to federalism since some of the national HIV budget was transferred directly to 

subnational governments including provinces and municipalities. Subnational governments 

receive federal budget transfers for migrant and prisoner interventions, subnational-level 

health and ART site staff salaries, procurement, program management, and training.  

Figure 6. National Government HIV Expenditure and Budget (2016-17 to 2019-2020) 

 

Source: MOHP and MOF, n.d.  

Note: Estimated expenditure refers to expenditures that are neither actuals nor budget allocations. Provincial and local 

transfers for HIV began in fiscal year 2018-19. 
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Box 2. NCASC’s Budget in the 

Context of Federalism 

All of Nepal’s national HIV budget was 

routed through the NCASC prior to the 

transition to federalism. Post 

federalism, 75–80% of the national 

HIV budget continues to be 

channelled through NCASC with the 

remaining budget being allocated to 

subnational (provincial and municipal) 

levels. Policy and planning, commodity 

procurement and distribution, and 

program stewardship and monitoring 

are key responsibilities of the NCASC.  
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Government Share of the HIV Budget 

Even though the national HIV budget has not changed much over a three-year period, the 

share of government funding has increased mainly due to commitments to fully fund the 

procurement of antiretroviral drugs (ARVs). National HIV budget spending has remained 

between USD 6.0 million and 6.5 million in the three fiscal years covering 2016-17 to 2018-

19. In 2019-20, this spending is expected to be close to the budget allocation of USD 6.1 
million. Even so, there has been a marked change in the share of allocations funded by on-

budget external funding and Nepal’s Ministry of Health and Population budget. The share of 
on-budget external funding for HIV decreased from 90% in 2016-17 to almost 38% in 

2019-20 with the government’s share increasing proportionally (see Figure 6). This is mainly 

due to the government’s commitment to incrementally fund first-line ARVs from domestic 
sources—covering 40% of procurement in 2017-18 and 80% in 2018-19. The government 
made a commitment to fund 100% of ARVs from 2019-20 onwards. Details on government 
commitments related to the Global Fund’s catalytic matching grant are described in Box 3.

Breakdown of the National Center for AIDS and STD Control’s Budget 

The majority of the NCASC’s budget is for commodity procurement (medicines, reagents, 

etc.) and transportation and this holds true since the transition to federalism. NCASC’s 

budget also includes funds for monitoring and evaluation, training, national-level staff 

salaries, and some miscellaneous expenses such as office expenses. Figure 7 shows the 

amount of different budget categories and how NCASC’s budget changed before and after the 

transition to federalism. Although the share of NCASC’s budget allocated for procurement 

and transportation of commodities changed before (57%) and after (70%) the transition to 

federalism, the overall value of NCASC’s procurement budget, including on-budget external 

funding, has not changed (USD 6.9 million in both 2016-17 and 2017-18 and 7.0 million in 

both 2018-19 and 2019-20). As discussed previously, after the transition to federalism, about 

Box 3. Global Fund Catalytic Matching Grant Status 

The last Global Fund grant to the government of Nepal, effective March 2018 through March 

2021, provides USD 1.3 million as catalytic funding specifically for removing human rights-related 

barriers to accessing HIV and tuberculosis services. Under the matching grant mechanism, the 

government of Nepal is expected to contribute an equal amount (USD 1.3 million over the three-

year period) toward this purpose. To avail this grant, the government had to (1) conduct a 

baseline assessment of human rights-related barriers to accessing HIV-related services in Nepal 

and (2) develop a five-year strategic plan that outlines ways to remove the identified barriers. In 

March 2019, the five-year strategic plan was endorsed by Nepal’s Country Coordinating 

Mechanism and the 2019-20 and 2020-21 government budgets allocated a cumulative USD 

600,000 toward the matching contribution for HIV and tuberculosis. The government of Nepal 

and Save the Children, the prime recipient of the grant, are expected to implement the strategic 

plan using their own (i.e., government and matched Global Fund) funds.  

Save the Children is implementing the plan through sub-recipient partners. However, a delay in 

the selection of sub-recipients lead to a short implementation period for the first year, which could 

result in “savings” that can be carried into next year’s programming. As for the government, its 

matching contribution is significantly lower than expected. Although the government reportedly 

believes that its current HIV programming is already working to lower and remove human rights-

related barriers to accessing HIV services, it will need to increase its allocations to the plan’s 

interventions in order to fully avail Global Fund catalytic funding.  

Source: Personal communication from Save the Children International Kathmandu staff member, 2019 
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20% of the national HIV budget now goes to subnational governments as direct federal 

transfers in the form of conditional grants, which explains the overall reduction in NCASC’s 

budget as well as the reduction in budget for wages/salaries, consultancies, and program 

costs.  

Figure 7. NCASC Budget Categories Before and After the Transition to Federalism 

 

Source: MOHP and MOF, n.d.  

Note: Program costs include direct program activities such as ART, prevention of mother-to-child transmission of HIV, 

and opioid substitution therapy. Indirect costs include office, operating, other miscellaneous costs. Wages/salaries is 

inclusive of salaries for those working at service delivery points, such as ART sites funded by the NCASC. Training 

includes those targeted directly to service providers at service delivery sites. Consultancies include contracting and 

outsourcing activities, such as programming for migrants, prison population, men who have sex with men and 

transgender people, and people living with HIV. 

NCASC Budget Absorption 

The budget absorption rate is the share of budget that gets spent in a given fiscal year. The 

absorption rate of the NCASC budget was 66% in fiscal year 2017-18 and 77% in 2018-19. 

Comparatively, the Ministry of Health and Population’s budget absorption rate was 97% in 

2016-17 and 86% in 2017-18 (MOHP and NHSSP, 2018). The budget underspend for the 

NCASC was almost entirely due to underspending on procurement and transportation of 

commodities (procurement constitutes the majority of the NCASC budget). In 2017-18, the 

government procured ARVs through UNICEF after two unsuccessful procurement attempts 

through Nepal’s national procurement mechanism. The procurement process was stopped 

after bidders quoted a significantly higher price than outlined in the government’s tender. 

Procuring drugs through UNICEF is an option when procurement cannot be done via the 

government’s procurement process. The Global Fund’s pooled procurement mechanism is 

another option being considered to avoid delays in future ARV procurement and 

distribution; however, current procurement policies and guidelines do not allow 

procurement through this mechanism. Allowing multi-year procurement as well as exploring 

social contracting for procurement are other options to explore.  
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Fully executed budgets may assist in the case for domestic resource mobilization. Budget 

underspend dilutes a case for higher allocations. Nevertheless, budget underspend on some 

categories can coexist with a demand for a higher budget for other spending categories as 

government ministries and agencies in Nepal have no flexibility to move funds across budget 

categories. Low absorption rates and a majority of NCASC’s budget going to commodities 

points to potential bottlenecks in the procurement process that need to be identified and 

addressed, which will support increasing domestic resource mobilization for HIV.  

Subnational (Provincial and Local) HIV Budgets 

The following section summarizes HIV program budgets and expenditures at the subnational 

level, first by describing fiscal transfers to subnational governments from the national level 

followed by a summary of budget and expenditure data from two provinces (Province 1 and 

Lumbini Province) and two municipalities (Biratnagar in Province 1 and Maharajgunj in 

Lumbini Province).  

Fiscal Transfers to Subnational Governments for HIV Service Delivery 

Central government transfers to subnational governments for HIV service delivery and 

programming totalled USD 1.5 million in fiscal year 2018-19 and 1.2 million in 2019-20. 

Lumbini Province received the highest transfers in both years (USD 258,229 in 2018-19 and 

203,817 in 2019-20) while allocations to provinces decreased for each province between the 

two years (see Figure 8). Decreased allocation to subnational governments for HIV service 

delivery may be due to implementing partners taking on programming for migrants in 2019-

20 whereas subnational entities were responsible for such programming in 2018-19. The 

level of allocation for HIV service delivery does not seem to be related to the number of 

people living with HIV in each province, pointing to potential inefficiencies in the allocation 

of HIV program funds to subnational levels.    

Figure 8. Total Subnational Government Transfers for HIV Program, by Province (2018-19 

and 2019-20) 

 

Source: NCASC-provided data on provincial transfers for HIV program; NCASC, 2018 
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The breakdown of subnational fiscal transfers by category across provinces in 2019-20 are 

shown in Figure 9. The largest category of allocations was for enhancing migrant and 

prisoner access to HIV and tuberculosis services (USD 435,780). Training for lab and health 

staff were the second highest allocation category (USD 245,587) followed by funding for ART 

site operations and salaries (USD 185,450).  

Figure 9. Breakdown of Subnational Fiscal Transfers for the HIV Program (2019-20)  

 

Source: NCASC-provided data on provincial transfers for the HIV program 

Provincial (Province 1 and Lumbini Province) Budgets for Health and HIV 

The two provinces covered in this analysis are similar in terms of population (each consisting 

of 17% of the country’s population), their contribution to Nepal’s economy, and their 
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Lumbini Province (NCASC, 2018). 

The Ministry of Social Development oversees the health portfolio at the provincial level and 
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responsible for seven social development sectors, of which health is one. In Lumbini 

Province in fiscal year 2019-20, the Ministry of Social Development’s budget accounted for 

about 15% of the total provincial budget. Within the ministry, health received the largest 

share, over 50% of the ministry’s budget in both Lumbini Province (53% in 2019-20) and 

Province 1 (51% in 2020-21).  

0 100,000 200,000 300,000

USD

400,000 500,000

Information, Education, and Communication Materials

AIDS Day and Condom Day Celebrations

Health Staff Assessments

Medical and Lab Staff Salary

Nutrition Procurement

Monitoring and Evaluation

Opioid Substitution Therapy Site Operations and Salary

Lab Reimbursement for ART Patients

Other Stigma and Discrimination Programs

Transportation

Commodity and Medicines Procurement and

ART Site Operations and Salary

Lab and Medical Staff Training

Services

Enhancing Access for Migrants/Prisoners to HIV/TB



Domestic Resource Mobilization for HIV in Nepal: National and Subnational HIV Financing Landscape 

14 

Conditional federal grants are a significant share of provincial health budgets: 51% in 

Lumbini Province (2019-20) and 36% in Province 1 (2020-21). The remaining funds come 

from the provincial government’s own budget.  

The HIV budget at the provincial level comes entirely from conditional federal grants and 

constitutes only a small share of federal health grants: 3.8% in Lumbini Province (2018-19) 

and 2.5% in Province 1 (2020-21). Within the provincial health budget, the share of the 

budget allocated to HIV was 1.9% in Lumbini Province and 0.9% in Province 1. The two 

provinces included in this analysis did not provide any additional funding to the HIV 

program beyond the federal conditional grants earmarked for HIV program purposes.  

Budget absorption varied across the two provinces. The budget absorption rate was higher in 

Province 1 (82% for the overall social sector) compared to Lumbini Province (budget 

absorption of 68.4% for health and 52.7% for HIV in 2018-19). The main categories for HIV 

budget underspend in Lumbini Province were infrastructure, drugs procurement, and 

service delivery. The budget absorption rates of conditional federal grants were about the 

same as the province’s own budgets, indicating there may be common factors impacting 

budget absorption across the province that is not dependent on the specific fund.  

Municipal (Biratnagar and Maharajgunj) Budget and Expenditures for 

Health and HIV 

For municipal governments, there are four different sources of funding: conditional federal 

grants, provincial grants, local conditional grants, and internal revenue sources. For the 

metropolitan city of Biratnagar, sources of health funding included conditional federal grants 

and local conditional grants whereas Maharajgunj municipality allocated provincial 

conditional grants and internal sources to health.  

In Biratnagar, federal conditional grants accounted for nearly 85% of the health budget 

whereas in Maharajgunj, the local government conditional grant was the dominant share of 

the health budget (94%). In fiscal year 2018-19, 5.2% of the municipal budget was allocated 

to health in Biratnagar and 0.8% in Maharajgunj. The HIV budget was 0.5% of the health 

budget in Biratnagar and 9.2% of the health budget in Maharajgunj in 2018-19.  

In Biratnagar, where budget spending data was available, budget absorption was only 59% in 

2018-19. Budget absorption was 47% for the health budget and 77% for the HIV budget. In 

Maharajgunj, nearly 80% of the HIV budget was used to pay for salaries, operational costs, 

training at ART sites, and the cost of committee meetings. The remaining 20% was used for 

reimbursement of laboratory examination of patients at ART sites. We were not able to 

collect budget spending data in Maharajgunj.  

Prospects for Increased Domestic Resource 

Mobilization for HIV 

Increasing allocation for the HIV program depends on the fiscal space available to the 

government of Nepal from domestic resources. Broadly, there are four drivers of domestic 

resource mobilization: macroeconomic conditions, reprioritization (i.e., moving resources to 

HIV from other health or non-health areas), sector-specific taxes or levies, and efficiency 

improvements. Improving efficiency of spending is similar in effect to augmenting the 

budget since efficiency gains can increase resources available for spending.  
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This section first looks at Nepal’s projected domestic allocation to health and HIV as a part of 

health spending under a projection scenario that considers the impact of COVID-19 on 

Nepal’s economic outlook. The next section looks at health sector prioritization, followed by 

sector-specific revenue as it relates to Nepal’s potential to increase domestic spending for 

HIV. Further analysis is needed to understand areas for efficiency gains in Nepal’s HIV 

programming and spending and the feasibility of sector-specific taxes.  

Domestic HIV Expenditure Projections 

A recent HP+ analysis assessed the potential for 15 countries in Asia, including Nepal, to 

increase HIV funding considering their current macroeconomic conditions, government 

spending, and revised economic outlook given COVID-19 impacts on the economy (Cantelmo 

et al., forthcoming). In this analysis, HP+ projected future funding levels for HIV under two 

scenarios:  

1. Optimistic scenario: Assumes that increases in government health spending during 

COVID-19 will continue and HIV spending as a percentage of government health 

spending remains constant from 2020 to 2022. 

2. Pessimistic scenario: Assumes government health spending increases initially due to 

COVID-19 in 2020, but returns to pre-pandemic levels as a percentage of general 

government expenditure in 2021 and 2022, and that HIV spending as a percentage of 

government health spending declines over time to account for increased health sector 

costs for COVID-19 and related pandemic preparedness. 

For Nepal, results of the analysis show projected domestic funding levels for HIV under the 

optimistic scenario are USD 3.0 million in 2020, 3.5 million in 2021, and 3.5 million in 

2022.3 Under the pessimistic scenario, the projected funding levels for HIV are USD 2.4 

million in 2020, 1.5 million in 2021, and 1.5 million in 2022 (see Figure 10 for a comparison 

of the two scenarios). Under the optimistic financing scenario, Nepal would experience a 

funding gap of USD 56.0 million from 2020–2022 considering the contribution of domestic 

public funding only.4 In the pessimistic scenario, Nepal would experience a funding gap of 

USD 60.7 million from 2020–2022 in order to reach the 92.5 cascade targets by 2025.  

 

3 Government health spending in 2020 is based on the government’s fiscal year 2020-21 budget 

allocation, for which the government increased health spending significantly (to about 8.5% of 

government spending). Under the optimistic scenario, HP+ assumes that this COVID-19-related 

increase in health spending remains constant through 2022. HIV as a percentage of health spending 

(0.41%) also remains constant. In the pessimistic scenario, HP+ assumes the COVID-19-related 

increase in health spending only applies in 2020 (and returns to previous levels of 4.6% of 

government spending in 2021 and 2022) and that HIV spending is de-prioritized to represent 0.33% 

of health spending due to shifting allocations for COVID-19. 
4 The funding gap was estimated by comparing projected domestic HIV spending (USD 3.2 million) 

with estimated resource requirements for funding Nepal’s fast-track scenario (i.e., reaching 92.5-92.5-

92.5 by the end of 2025) (Stein and Ward, unpublished). Resource requirements were estimated at 

USD 66.1 million from 2020-2022.  
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Figure 10. Domestic HIV Expenditure Projections (2020–2022) 

 

Source: Cantelmo et al., forthcoming 

Health Sector Prioritization 

Health Budget Trends 

Nepal’s health budget has grown at an average annual rate of 14% in nominal terms in USD 

from fiscal year 2014-15 to 2019-20; however, the health budget increase is likely due more 

to economic growth and improved tax policy rather than greater prioritization of health 

(USAID, 2018). The share of the national health budget as a percentage of GDP has hovered 

within a narrow band of 1.5% to 1.7% from 2014-15 to 2018-19 (MOHP and NHSSP, 2018). 

The share of the health budget within the total budget declined for three consecutive years 

beginning in 2015-16, probably due to the need for funding reconstruction activities after the 

earthquake (World Bank, 2018). This share started to increase in 2018-19 and in 2019-20, 

bounced back to levels achieved prior to the natural disaster (see Figure 11).  

Figure 11. Health Budget Trends (2014–2020) 

  

Source: Ministry of Finance, 2018; Ministry of Finance, 2014–2020; World Population Review, 2019 
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Health Sector Priorities in Nepal 

Nepal is aspiring to become a middle-income country by 2030 but faces sharp trade-offs 

between investing in infrastructure development and human development (National 

Planning Commission, 2017). Further, Nepal is in the midst of transition to a federal republic 

which is one of the top development priorities of the government. This transition requires 

significant capacity building of newly formed sub-national governments with devolved 

powers. Funding the transition will likely take funding away from other development 

priorities.  

The health sector has several well-defined priorities. Nepal is committed to providing a basic 

package of health services free of cost (which includes HIV services) to its population. For 

services beyond the basic package, Nepal is committed to expanding social health insurance 

coverage and moving toward universal health coverage. The government has expanded its 

social health insurance scheme to 62 districts in 2020 and aims to expand the coverage to 77 

districts by 2021. As of September 2020, HIV treatment and care services will be 

incorporated into Nepal’s developing social health insurance scheme (currently HIV 

treatment is provided for free to all people living with HIV by the government of Nepal).  

Even if the health sector continues to receive an increasing share of the national budget, 

increased funding for these priority programs will likely displace funding of other health 

programs, unless there are increases in government general revenue and no change in the 

prioritization of funding across priority programs. In fiscal year 2018-19, Ministry of Health 

and Population allocations, after general administration and support (50%), were largest for 

maternal and child health (16%), curative (hospital) services (12%), and health insurance 

(11%) (MOHP and NHSSP, 2018). As mentioned previously, HIV programming only 

accounts for around 1% of the total health budget. 

Sector-Specific Revenue 

Besides macroeconomic conditions and reprioritization, another key driver of domestic 

resource mobilization is sector-specific revenue sources. Nepal has a history of levying sin 

taxes on cigarettes and alcohol and earmarking the revenues to the Health Tax Fund, 

managed by BP Koirala Cancer Hospital to finance cancer treatment and community 

mobilization activities for the promotion of healthy lifestyles. Additionally, Nepal levies 

excise taxes and value-added taxes on cigarettes. There may be a scope for mobilizing 

additional resources through sector-specific taxes but getting those resources earmarked for 

health in general, and HIV in particular, will be challenging. 

Key Findings 

Even though government funding for the HIV program has increased, external 

funding still constitutes a dominant share of total funding for HIV. External 

funding, including off- and on-budget support, accounts for 83% of the overall HIV program 

budget in Nepal with the government contributing the remaining 17%. Nepal’s national 

government HIV budget is only 31% of the total HIV program budget (including off-budget 

funding), with almost 40% of the national government HIV budget coming from external, 

on-budget funding. The national government HIV budget for HIV is only 1% of the total 

government health budget.   
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NCASC’s budget absorption rate, and thus the share of domestic resources 

funding the HIV program, is critically dependent on successful commodity 

procurement. The share of domestic resources in the national HIV budget has increased 

mainly due to increased commitment to fund ARVs—procurement and transportation of 

commodities is nearly 70% of the total NCASC budget. Executing the government’s 

commitment to commodity procurement is critical for maintaining the current levels of 

domestic investment in the HIV program. Understanding the barriers that have caused 

delays in timely procurement of commodities, including ARVs, are critical for improving 

NCASC’s budget execution.  

Sampled subnational governments allocate small proportions of their health 

budget to HIV, which comes entirely from fiscal transfers from the central 

level. Both provinces allocated 1–2% of their health budget for HIV (comparable to the 

national government allocating 1% of its total health budget to HIV) and had relatively low 

budget absorption rates while the interviewed municipalities allocated between 0.5% and 

10% of their health budget to HIV. In terms of mobilizing subnational domestic resources for 

HIV, quick gains could come from improving the subnational government’s budget 

execution. HP+ did not find any evidence of subnational governments allocating their own 

revenue toward HIV programming. Advocacy at the local level may be necessary for 

subnational governments to allocate their own revenue toward HIV programming.  

Nepal will experience a large gap in resource requirements using domestic 

public funding only to fund the HIV program. These results show that if domestic 

health spending remains constant in the next fiscal year, if HIV as a proportion of domestic 

health spending does not increase, Nepal will still require donor funding to fully fund the 

HIV program. In order for Nepal to work toward covering the costs of HIV programming, 

overall health spending will need to increase as well as the proportion of the health budget 

being allocated to HIV programming.  

Other health priorities including implementing a basic package of essential 

services and scaling up social health insurance coverage will likely receive 

higher prioritization than HIV programming in Nepal. Even if Nepal’s health sector 

receives additional funding in the face of forecasts of slowed economic growth, other health 

policy priorities will likely crowd-out any increased funding for the HIV program. 

Government allocations for HIV have still increased due to commitments to fund ARVs. Any 

delays in procurement of HIV-related commodities can weaken the case for increased 

government allocations to the HIV program. Planned inclusion of HIV services in Nepal’s 

social health insurance benefits package, however, will contribute to increased domestic 

spending on HIV. 

Conclusion 

Nepal’s HIV program is heavily reliant on donor funding and under current HIV budget 

allocation trends, Nepal will still rely on donors to fund a significant portion of the HIV 

response in the country over the next few fiscal years, especially considering Nepal’s 

ambitious HIV program targets. Nepal’s domestic contributions to the HIV program have 

increased over the last few years due to commitments to fund procurement for ARVs. 

Continuing to transfer funding responsibility of HIV program components to domestic 

sources will work toward improving the sustainability of Nepal’s HIV response. This will 

require explicit action on the part of the government of Nepal to increase its financing 

responsibility for HIV; relying only on health spending growth will not be adequate to cover 
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Nepal’s HIV program costs. There is an opportunity for subnational governments to allocate 

their own revenue to HIV programming; however, HP+ found no evidence of subnational 

units allocating its own revenue to HIV—budget absorption may need to improve before 

more subnational revenue is allocated toward HIV. Findings from this HIV financing 

assessment can be used to support budget advocacy efforts at both the national and 

subnational level, as advocacy may be necessary for improving Nepal’s domestic contribution 

to HIV. 
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