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within 30 minutes’ walking distance from a primary school. As a result, the net enrollment rate in 
primary schools improved from 64% in 1990 to 87% in 2006, including for girls, who comprise 
48% of total enrollment. The proportion of students completing grade 5 increased to 81% in 
FY2007 from 60% in FY2002. Teacher training and expansion of vocational training achieved 
60% and 70% of their targets, respectively. A midterm review in 2007 of the Education for All 
program covering grades 1–5, supported by a number of funding agencies including ADB under a 
sector-wide approach (SWAp), found that the support had kept the school system operating 
during the conflict, but that the quality of education was still a major concern. It is anticipated that 
education will require significant medium-term support from development partners, with priority for 
reforms to integrate the approach for grades 1–12 by 2012.  
 
19. Energy. Despite ADB assistance in expanding transmission and distribution networks, 
only 48% of the population had access to electricity in FY2007, against a target of 53%. The 
strong links between electricity, growth and poverty reduction underscore the importance of 
improving rural electrification. Hydropower development has been constrained by the small 
domestic market and capital base, slow reform progress, and the inability to exploit export 
markets. The high cost of extending distribution facilities to rural areas has deterred the Nepal 
Electricity Authority (NEA) from including rural areas in the national grid. ADB assistance will help 
the Government to devise a suitable institutional mechanism for rural electrification and to 
improve the financial viability of NEA. The TYIDP aims to expand the grid to rural areas, provide 
better services, and develop hydropower as an export commodity. A more conducive 
environment for private investment is also needed to achieve these sector outcomes. 
 
20. Finance. ADB operations facilitated significant expansion of microcredit through 
establishment of the Rural Microfinance Development Center (RMDC)—an apex microfinance 
organization—under the Rural Microfinance Project (1999–2007). The RMDC now provides credit 
to over 500,000 poor rural women, and its microcredit disbursement increased ten-fold from 
FY2002–FY2007. The Rural Finance Sector Development Cluster Program, approved in October 
2006, aims to improve access of rural households to institutional financial services. Key program 
outputs include reform and restructuring of rural finance institutions, such as the Agricultural 
Development Bank Limited (ADBL). The ADBL, which has a 75% share of the rural credit market, 
had loan growth of 9.7% per annum and its nonperforming loans were halved to 18% as a result 
of managerial strengthening under the Program. ADB will continue to support improved access to 
financial services and a more inclusive financial sector. 
 
21. Transport and Communications. ADB’s strategy has sought to bring excluded groups 
and regions into the mainstream by fostering connectivity. Despite the conflict and slow overall 
growth, the sector achieved 5.4% annual growth during the Tenth Plan period. Expansion of the 
strategic road network achieved 93% of the target. The number of district headquarters 
connected by road increased from 60 to 63 against a target of 70 by FY2007. The shortfall was  
largely due to the conflict. However, only about 60% of the target in terms of additional domestic 
airports with year-round services has been achieved because of weak local capacity to handle 
large contracts and disruptions in the delivery of building materials. The transport sector has great 
potential to contribute to inclusive growth, but the lack of facilities at airports and good roads 
constitute a future bottleneck.  
 
22. Water Supply, Sanitation, and Urban Development. Progress in achieving sector 
outputs is slow but steadily improving. Access to water supply increased to 77% by July 2007 
from 72% in 2002. At this pace, the targeted 85% coverage will be achieved by 2015 instead of 
2010 as targeted in the TYIDP. Progress in sanitation is more encouraging as the proportion of 
the population with access to sanitation services increased from 20% in 2002 to 46% by July 
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2007. As a result of ongoing ADB-financed water-related projects, 600,000 people (15% of the 
overall TYIDP target) will have basic water supply in rural areas and 900,000 semi-urban and 
urban residents (24% of TYIDP target) will have similar services by 2010. ADB will continue to 
address the major sector challenges, including: (i) weak implementation and monitoring of 
sectoral policies and strategies; (ii) weak coordination among line agencies;  
(iii) inadequate government and private sector capacity; (iv) lack of water sources, especially in 
the hilly regions; and (v) haphazard human settlement patterns. 
 
23. Private Sector. The TYIDP target is for the private sector to contribute 70% of total 
investment, but the Government has taken few initiatives to enhance its economic role, in part 
because of conflict and political transition. Private companies are constrained by poor 
infrastructure, frequent strikes, and regulatory and administrative inefficiencies. During the CSP 
period, ADB provided TA to help Government evaluate public–private partnerships in energy, 
where prospects are best for private investment. Future ADB assistance will support public–
private partnerships in infrastructure, particularly in energy and transport. The West Seti 
Hydropower Project is expected to be finalized in 2008, with ADB supporting the Government to 
join as an equity shareholder, private sector equity (including a direct share), and commercial 
bank financing with a public guarantee (supported by ADB). Public–private partnership is also 
being considered for the North-South Fast Track Road Connectivity Project.  
 
24. Regional Cooperation. Fostering deeper regional economic integration in South Asia will 
remain a key focus for the remainder of the CSP period. Nepal’s accession to the World Trade 
Organization in April 2004, participation in the South Asia Free Trade Agreement and the 
commitments under the Islamabad Declaration adopted at the 12th South Asian Association for 
Regional Cooperation (SAARC) summit in January 2004, and its membership in the Bay of 
Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation in February 2004 have 
paved the way for accelerated regional cooperation. Under the CSP, ADB has supported Nepal 
taking a proactive role in the South Asia Subregional Economic Cooperation (SASEC) program, 
designed to foster cooperation among Bangladesh, Bhutan, India, and Nepal in transport, energy, 
trade, industry, private sector, environment, tourism, and information and communications. ADB’s 
first regional investment, the SASEC Information Highway Project, was approved in 2007 with a 
grant of $9 million by ADB to support Nepal’s participation. The West Seti project, with private 
equity expected from Indian investors, and commercial financing from banks in the People’s 
Republic of China, is another example of regional cooperation by ADB. 
 
25. Gender and Social Inclusion. ADB’s gender strategy has contributed to policy reform 
and improved capacity to address gender inequities, including through affirmative action and 
reservation policies in civil service reform. Women’s representation in the civil service had 
increased to 12.7% by 2007 from 8.6% in 2001. The amended Civil Service Act, 2007 includes a 
reservation policy of 45% for women and other groups. ADB’s policy dialogue also facilitated 
enactment of the Gender Equality Act, 2006, while assistance for gender mainstreaming has 
enhanced institutional capacity and strategic thinking in the ministries of education, agriculture, 
and general administration. The Gender Equality and Empowerment of Women Project is helping 
poor rural women through empowerment and livelihood support. In addition, the gender 
mainstreaming adopted in the Community Based Water Supply and Sanitation and Community 
Livestock Development projects has promoted greater equality in water user associations and 
livestock groups, and involvement in planning and decision making, while the Teacher Education 
Project has fostered greater inclusion in teacher training and recruitment. 
 
26. ADB’s gender mainstreaming approach through strategic and broad-based solutions in 
policy, institutional and sector programs remains relevant. Despite progress in the past 5 years, 
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social, economic, and political disparities pose challenges to poverty reduction. Socioeconomic 
and cultural differences among women require further attention. Strengthening of target group 
identification in ADB operations more generally is covered under the social development strategic 
pillar and will help to address social exclusion of women.  
 
27. Governance. The good governance strategic pillar prioritized: (i) civil service reform, (ii) 
corruption control and institutional capacity building, and (iii) development of the public service in 
local governments. Under the ADB-supported Governance Reform Program, the Civil Service 
Act was amended to make the civil service more inclusive and gender-balanced, among other 
objectives. Anticorruption legislation was promulgated, and the National Vigilance Center and 
Special Courts were established. Since April 2006, ADB’s governance support has focused on 
capacity building so local public institutions can deliver higher quality and more inclusive 
essential services. Support to civil service reforms will be resumed once the state restructuring 
process begins. ADB will also support capacity building in key anticorruption institutions, which 
remain very weak. The Anti-Money Laundering Act was promulgated in 2008 and all 75 districts 
of Nepal have adopted the citizen’s charter, among other achievements. The Good Governance 
Act, approved in 2008, features general principles for public administration, ethical codes for 
administrative work, performance appraisal, and issues of public interest. In line with ADB’s 
support for decentralization and improving local service delivery, it will support the Government’s 
Local Governance and Community Development Program, which aims to improve access to 
priority public goods and services and to promote inclusive local governance through community 
development.  
 
28. Involuntary Resettlement. ADB has mainstreamed involuntary resettlement safeguards 
in its operations in Nepal. Adoption of good involuntary resettlement practices in infrastructure 
projects has recently improved and innovative safeguard plans were included in the Melamchi 
Water Supply Project and the Rural Reconstruction and the Rehabilitation Sector Development 
Program. However, strong Government commitment and capacity are needed to ensure that 
safeguard plans are fully implemented and complied with. ADB has assisted the government to 
draft a national involuntary resettlement policy, which is awaiting Cabinet approval.  
 
B. Highlights in Coordination of External Funding and Partnership Arrangements 

29. In February 2008, the Government held a donor consultation meeting to highlight the 
TYIDP development agenda and the status of the peace process. After the meeting, development 
partners began preparing a peace and development framework to align their support for TYIDP 
priorities. Donor coordination has remained effective, with regular meetings of donors, project- 
and issue-specific meetings, and establishment of thematic groups. ADB is taking the lead in the 
rural infrastructure and urban development groups. ADB has also organized regular sector-
focused donor meetings to discuss implementation issues.  
 
30. ADB coordinates closely with development partners in the annual country programming 
exercise and such coordination generated cofinancing for road and rural reconstruction projects 
approved in 2006 and 2007. ADB has been part of the SWAp in the education sector. In the rural 
transport sector, ADB, the Department for International Development of the UK (DFID), GTZ, 
Japan International Cooperation Agency (JICA), Swiss Agency for Development Cooperation, 
World Bank and the World food Program (WFP) signed a statement of intent with the 
Government to move toward a SWAp. Several externally financed trust funds (such as the 
Poverty Reduction Fund and Japan Fund for Poverty Reduction) have been tapped to provide 
TA. Such coordination efforts with development partners to generate cofinancing will continue.  
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31. ADB, the World Bank, and Japan Bank for International Cooperation have been 
conducting joint portfolio reviews led by the Government since 2001 to harmonize efforts to 
strengthen monitoring and reporting systems. DFID joined the country portfolio review mission in 
2007 with most other bilateral donors participating as observers. ADB is also taking the lead in 
supporting the Government in institutionalizing managing for development results (MfDR).  
 

III. PORTFOLIO MANAGEMENT AND PERFORMANCE MONITORING ISSUES 

A. Portfolio Performance  

32. With the approval of the results-based CSP in 2004, it became essential to improve 
portfolio performance, which had sharply deteriorated because of the political and security 
situation. A strategic approach was adopted in 2006 through an annual portfolio management 
strategy paper and results-based portfolio management. Key portfolio indicators improved and 
reached ADB-wide averages in 2006 and 2007. Disbursement and contract award ratios 
improved from single digits to over 20% in 2006 and 2007. As a result, resource transfers 
increased from negative to about $50 million per annum in 2006 and 2007. The proportion of “at 
risk” projects also fell from over 17% in 2006 to 3% by the second quarter of 2008.   
 
33. With ADB and other donor support, the Government is working to fully integrate portfolio 
management and foreign aid coordination into its medium-term expenditure framework. The 
annual country portfolio review mission (CPRM) is also promoting reforms in the Government’s 
immediate action plan and is becoming an integral part of the Government’s regular planning, 
programming, and budgeting process. The 2007 CPRM prioritized effective implementation and 
developed an action plan focused on human resource management, procurement management, 
financial management, results-based management, project management, and donor 
harmonization. The portfolio management strategy going forward aims to further improve 
performance to enhance development effectiveness of ADB operations.  
 
B. Results-Based Performance Monitoring and Evaluation 

34. MfDR is yet to be institutionalized. ADB has been assisting the Government through TA to 
adopt and internalize MfDR approaches in six central government agencies and four district 
development committees. ADB also supported the National Planning Commission to adopt 
results-based approaches in the TYIDP, including an overall and sector-specific results 
frameworks and strategies to achieve the intended outcomes. Objective, verifiable macro and 
sector indicators have been included in these results frameworks. The Nepal CSP results 
framework now reflects (i) changes and experience since its development; (ii) the TYIDP; and (iii) 
feedback from portfolio management, sector results profiles (SRP) and the country results profile 
(CRP). Tracking indicators were added to the framework to facilitate annual monitoring.  
 
35. The annual CPRM is being used to facilitate adoption of MfDR in portfolio management. It 
has prepared a comprehensive action plan with results-based portfolio management as a core 
element. Design and monitoring frameworks for all ongoing projects are now more results-based, 
helping review missions to assess and report on project outputs. SRPs were prepared for six 
priority sectors (agriculture and rural development; education; water supply, sanitation, and urban 
development; transport and communications; energy; and finance and governance) and 
consolidated in the CRP. The CRP assesses progress during the current year against outcomes 
and indicators in the CSP results framework, identifies gaps, and reviews how ADB portfolio 
results are linked to national results. It will be used to improve future portfolio planning, and to 
monitor and evaluate results connected to the national results framework.  
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IV. COUNTRY STRATEGY AND PROGRAM RESULTS FRAMEWORK 

 
Pillar I: Broad-Based Economic Growth 

 
CSP Strategic Focus Medium-

Term 
Goals 

Intermediate 
Outcomes b 

Intermediate 
Indicators c 

Tracking 
Indicators 

Baseline 
FY2002/
10th Plan 

FY 
2003 

FY 
2004 

FY 
2005 

FY 
2006 

FY 
2007 

Milestones 
and 

Targets 
FY2007 

Monitor
-ing 

• Length of 
additional SRN 
constructed (km) 

1,132 113 235 97 154 206 870 Yearly • Expanded 
national road 
network 

• Length of 
additional SRN 
paved/sealed (km) 

215 30 60 40 137 179e 893 Yearly 
 

• Increased number 
of districts 
connected 
through road 
network 

• Number of district 
HQs connected by 
roads 

60 60 60 60 61 63 70 Yearly 
 
 
 
 

• Enhanced air 
transport services 

 

• Number of 
additional 
domestic airports 
with year-round 
services (paved) 

4 6 0 1 0 2 15 Yearly 

• Improved access 
of 
communications 
services to VDCs 

• Number of tele 
centers (e-
service) in VDCs  

 

0 
 
 
 

 

6 
 
 
 

 

4 
 
 
 
 

18 
 
 
 
 

16 15 
 
 
 
 

1,275 
 
 
 
 

Yearly 
 
 
 

 
• Affirmative 

policies for 
regional 
development 

• Implementation of 
Regional 
Development 
Strategy 

— — — — — Strategy 
incor-

porated 
in 

TYIDP 

Strategy 
incor-

porated in 
the TYIDP 

Every 5 
years 

• Enactment of 
pieces of 
legislation  

— 9 key economic laws were developed and 
all of them enacted by January 2008 

   

• Achieve 
annual 
average 
growth 
rate of 
6.2% 
during 
2002–
2007 

• Increase 
overall 
private 
invest-
ment to 
23.5% if 
GDP by 
2007 

• Improved 
connections between 
different parts of the 
country, particularly 
of the rural areas, to 
markets and 
livelihood 
opportunities 

• Improved economic 
status of less-
developed regions 
and rural areas 

• Strengthened 
financial 
intermediaries 

• Enhanced access of 
the rural poor to 
financial services 

 
 

• Improved 
corporate and 
financial governance  

• Total fixed 
investment of new 
industries 
registered (NRs 
million) 

22,661 13,203 13,163 18,003 9,528 5,640e __ Yearly 
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CSP Strategic Focus Medium-
Term 
Goals 

Intermediate 
Outcomes b 

Intermediate 
Indicators c 

Tracking 
Indicators 

Baseline 
FY2002/
10th Plan 

FY 
2003 

FY 
2004 

FY 
2005 

FY 
2006 

FY 
2007 

Milestones 
and 

Targets 
FY2007 

Monitor
-ing 

• Nonperforming 
loans as % of total 
commercial bank 
loans 

30.4 28.8 22.8 18.94 14.22 9.65  Yearly 

• Population per 
Bank Branches 
(‘000) 

57.3 54.1 58.5 60.0 59.2 47.9 __ Yearly 

• Per capita credit 
(NRs) 

4,889 5,379 6,049 7,072 6,991 9,166 __ Yearly 

• Length of 
additional local 
roads constructed 
(km)  

2,361 905 840 934 987 957 8,500 Yearly • Improved access 
to key inputs, 
outputs, and 
markets.  

 
• Expanded rural 

road network 

• Total marketable 
surplus of the 
agricultural 
produce  

(‘000 t cereal)  

80 75.0 213.0 162.8 (21.6) __ __ Yearly 

• Increased access 
to year-round 
irrigation 

 

• Additional area 
under year-round 
irrigation (ha) 

 
2,705 

 
4,506 

 
4,509 

 
8,764 

 
10,638 

 
19,266 

 
65,000 

 
Yearly 

• Increased rural 
electrification ratio 

 
 

• Proportion of 
households 
electrified 
(cumulative %) 

40 42 44 46 48 48.5 53 Yearly 

• Cash crop/total 
agriculture GDP 
ratio 

31.2 31.9 31.9 34 35.6 37.5 35 Yearly 

• Livestock (total 
agriculture GDP 
ratio) 

25.2 25.1 25.6 25.0 25.5 25.7 27.0 Yearly 

• Increased cash 
crop and livestock 
production  

 
 

• Rural 
Microfinance 
Development 
Center 
disbursements 
(NRs million) 

108 245 364 684 983 1944 432 
(additional 
per year) 

Yearly 

• ADBN 
Disbursements 
(NRs million) 

8,858 10,115 10,149 11,817 12,857 13,460 11,962 Yearly 

Achieve 
annual 
average 
agricultur-
al growth 
of 4.1% by 
2007 
 
 

• Increased agricultural 
production 

• Increased agricultural 
income and 
employment 
opportunities of rural 
people 

• Increased 
commercialization of 
agriculture 

• Strengthened rural 
financial services 

 
 
 
 
 
 
 
 
 
 
 
 
 

• Expansion of rural 
credit availability 

• ADBN NPL level  — — 37 19.2 21.2 d 16.5 d 24 Yearly 
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Pillar II: Inclusive Social Development 

 
CSP Strategic Focus Medium-

term Goals Intermediate 
Outcomes  

Intermediate 
Indicators  

Tracking Indicators Baseline 
FY2002/10th

Plan  

FY 
2003 

FY 
2004 

FY 
2005 

FY 
2006 

FY 
2007 

Milestones/ 
Targets 
FY2007 

Monitor-
ing 

• Net enrollment ratio 
in primary school 
(%) 

81.1 82.4 84 87 87 87.4 90  Yearly • Increased 
enrollment and 
improved 
performance of 
students 

• Survival rate to 
grade 5 

60.0 67.7 76.2 79.1 80.3 81.1 __ Yearly 

• Increased 
proportion of trained 
teachers 

• Proportion of trained 
teachers (%) 

20.1 23 32.8 40.0 58.3 60.2 100 Yearly 

• Improved access to 
vocational training 

• Number of persons 
trained in vocational 
skills (‘000) 

3.8 4.6 6.5 6 5 5 7.1 Yearly 

• Proportion of people 
served with clean 
drinking water (%) 

71.6 72.8 73.5 74.8 76.9 76.6 83 Yearly 
 

• Improve 
availabili-
ty and 
quality of 
social 
infrastru-
cture and 
services 

• Improved access to 
and quality of basic 
education 

• Increased access to 
vocational training 

• Improved access to 
clean drinking water 
and sanitation 

• Improved access to 
clean drinking water 
and sanitation 

 • Proportion of 
households with 
sanitation facilities 
(%) 

20 26.2 39 46.3 46.3 45.8 50 Yearly 

• Increased 
participation of 
women in 
development 
projects 

• Proportion of ADB-
assisted projects 
having interventions 
with women (%) 

— 25 25 28 41 41 __ Yearly 

• Number of women 
in civil service 

 

8,008 8,042 — — — 8,722 10,000 Yearly 

• Number of 
Madhesis in civil 
service 

Data will be available from 2009 Yearly 

• Number of Dalits in 
civil service 

Data will be available from 2009 Yearly 

• Promote 
social and 
economic 
inclusion 
of women 
and the 
disadvan-
taged by 
removing 
social, 
legal, 
economic 
and other 
constrain-
ts 

• Mainstreamed 
participation by 
women and excluded 
groups in 
development and 
decision making 

• Increased economic 
and social benefits to 
women and excluded 
groups 

 

• Increased 
representation of 
women and 
disadvantaged 
groups in civil 
service 

• Number of Janajatis 
in civil service 

Data will be available from 2009 Yearly 
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• Increased 
participation of 
women and 
disadvantaged 
groups in labor 
force 

• Proportion of 
women teachers in 
primary school (%) 

21.4 22.1 21.1 30 31.1 30.6 30 Yearly 

 



 

 

 13 

Pillar III: Good Governance 
 
 

CSP Strategic Focus Medium-
term Goals Intermediate 

Outcomes  
Intermediate 

Indicators  

Tracking Indicators Baseline 
FY2002/ 
10th Plan  

FY 
2003 

FY 
2004 

FY 
2005 

FY 
2006 

FY 
2007 

Milestones/ 
Targets 
FY2007 

Monitor-
ing 

• Implementation of 
affirmative action 
measures  

• Measures to 
promote inclusion 
and decentralization 

— — — — — — Local Service Act 
to be promulgated 

in FY2006 

 

• Number of DDCs 
with citizen charters 

— 43 54 75 75 75 Completed (75 
districts) 

Yearly • Progressive 
devolution of 
services delivery 
responsibilities to 
local bodies 

 

• Number of schools 
transferred to 
community 

— 90 1,500 2,091 2,326 2,304 2,000 in FY2006 Yearly 

• Promote 
people-
centered 
and 
inclusive 
governa-
nce 

• Enhance 
quality 
and 
efficiency 
of public 
services 

• Promote 
decentral-
ization 

• Enhanced local 
participation 

• Enhanced participation 
and empowerment of 
excluded groups 

• Enhanced capacity of 
local organizations 

• Sound local 
management and 
greater resource 
transfers • Increased 

development 
resources to local 
bodies 

 

• Grant allocation to 
DDC bodies on 
poverty based 
formula (NRs 
million) 

810 842.5 810 1,010 1,054 1,242 900 Yearly 

• Number of 
complaints to CIAA 

2,522 3,966 3,732 4,759 4,324 3,564 5,000 Yearly • Increased number of 
corruption cases 
prosecuted and 
convicted 

• Number of cases 
prosecuted/ 
convicted 

162 228 183 222 197 260 500 Yearly 

• Anticorruption 
institutions 
strengthened 

• Legislation on anti-
money laundering 
promulgated 

— — — — — Promulga-
ted Jan 
2008 

To be promulgated 
in FY2007 

Yearly 

• Prevent 
corruption 

• Enhance 
governm-
ent 
account-
ability and 
transpar-
ency 

 

• Strengthened 
anticorruption 
institutions 

• Transparent allocation 
of budget 

 

• Technical audit 
agencies established 
and made 
operational 

• National Vigilance 
Center established 
and technical audits 
conducted 

— Estab-
lished 

8 13 33 44 35 in FY2006 Yearly 
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Pillar IV: Mechanisms to Deliver Results 
 

CSP Strategic Focus Medium-
term Goals Intermediate 

Outcomes 
Intermediate 

Indicators 

Tracking Indicators Baseline 
FY2002/1
0th Plan 

FY 
2003 

FY 
2004 

FY 
2005 

FY 
2006 

FY 
2007 

Milestones/ 
Targets 
FY2007 

Monitor-
ing 

• Clear prioritization 
of government 
projects and 
programs 

• Proportion of 
projects under P1, 
P2, and P3 (%) 

NA P1-59 
P2-33 
P3-8 

P1-69 
P2-25 
P3-6 

P1-58 
P2-32 
P3-10 

P1-68 
P2-29 
P3-3 

P1-67 
P2-27 
P3-6 

— Yearly 

• Improved 
procurement 
practices 

• Promulgation of 
Procurement Law 

— — — Draft 
law  

Law 
enact-

ed 

Regulati-
on 

issued 

— Yearly 

• Enhance 
efficient 
and 
effective 
utilization 
of 
resources 

• Improved 
management of 
public spending 

• Strengthened country 
ownership and 
commitment 

• Enhanced 
development 
effectiveness of ADB 
operations 

• Improved 
disbursement 
performance 

• Nepal’s 
disbursement ratio 
(%) 

— 7.1 4.4 7.7 20 20 20 Yearly 

Increased 
partnerships with 
private sector, 
NGOs, and CBOs in 
service delivery 

Proportion of ADB 
supported projects 
being implemented 
in partnership with 
NGOs and CBOs 

— — 64 64 40 48 — Yearly 

• Increased number 
of quality district 
plans prepared 

• Number of districts 
completing and 
updating DPPs 

— 
 

52 52 
 

52 52 52 75 Yearly 
 

• Improve 
service 
delivery 

• Enhanced 
institutional capacity 
of pubic bodies and 
civil society 
institutions 

• Increased role of 
private sector and 
civil society in 
service delivery 

• Strengthened 
public/social audit 
system at local level 

• Improved M&E 
capacity 

• Project based 
social audits 
conducted in 
districts 

• Institutionalization 
of RBM practices in 
key line ministries 

• Number of social 
audits conducted in 
the districts 

 
 
 
 
• Use of results 

framework in key 
line ministries 

25 
 
 
 
 
 
 

— 

25 
 
 
 
 
 
 

— 

37 
 
 
 
 
 
 

— 

37 
 
 
 
 
 
 

— 

41 
 
 
 
 
 
 

— 

41 
 
 
 
 
 
 

Draft in 3 
ministri-

es 

MLD to 
monitor 
public 

hearings by 
local bodies 

from 
FY2006 
Draft in 

2 ministries 

Yearly 
 
 
 
 
 
 

Yearly 

( ) = negative, — = not available, ADBN = Agriculture Bank of Nepal, AMIB = Agriculture Marketing Information Bulletin, BFS = Banking and Financial Statistics, CAAN = Civil Aviation Authority of 
Nepal, CBO = community-based organization, CBS = Central Bureau of Statistics, CRO = Chief Registrar’s Office, CSP = country strategy and program, CFG = corporate and financial governance, 
DDC = district development committee, DPP = district periodic plan, DOA = Department of Agriculture, DoLIDAR = Department of Local Infrastructure Development and Agricultural Roads, DOI = 
Department of Irrigation, DOIn = Department of Industry, DOR = Department of Roads, DLS = Department of Livestock Services, EFA = Education for All, ES = Economic Survey, FY = fiscal year, 
GDP = gross domestic product, ha = hectare, HLCIT = High Level Commission on Information Technology, km = kilometer, t = metric tones, MLD = Ministry of Local Development, MOAC = Ministry 
of Agriculture and Cooperatives, MOES = Ministry of Education and Sports, MOF = Ministry of Finance, MOGA = Ministry of General Administration, MOIC = Ministry of Industry and Commerce, 
MPPW = Ministry of Physical Planning and Works, NEA = Nepal Electricity Authority,  NERC = Nepal Electricity Regulatory Commission, NGO = nongovernment organization, NITC = Nepal 
Information Technology Centre, NPC = National Planning Commission, NPL = nonperforming loans, NRB = Nepal Rastra Bank, NRs = Nepalese rupees, P1; P2; P3 = Priority 1, 2, and 3, RBM = 
results-based monitoring, RMDC = Rural Microfinance Development Centre, SBD = Standard Bidding Document, SEBO = Securities Board, SRN = strategic road network, SRP = sector result 
profile, TYIDP = Three-Year Interim Development Plan, VDC = village development committee. a Strategic goals of the Tenth Plan. b Achievement of these outcomes is the combined responsibility 
of the Government and its development partners, including ADB, the civil society, private sector, and other development agencies. c Indicators to track success of implementation towards expected 
outcomes. Baseline, targets, and indicators for monitoring progress have been identified and will be updated regularly. d Followed central bank definition. e Projected based on 9 months’ progress.  
Sources: Asian Development Bank and relevant government agencies. 
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COUNTRY AND PORTFOLIO INDICATORS 
 

Table A1.1: Progress Toward the Millennium Development Goals and Targets 
 

Goals and Targets Country Status 
Goal 1: Eradicate Extreme Poverty and Hunger 
Target 1: Halve, between 1990 and 2015, the proportion 
of people whose income is less than $1 a day. 
 
 
 
 
Target 2: Halve, between 1990 and 2015, the proportion 
of people who suffer from hunger. 

 
The percentage of people below the national poverty 
line is estimated to have decreased from 42% in 1996 
to 31% in 2004. 

Given the progress in poverty reduction in recent 
years, the target is likely to be achieved. 

The prevalence of underweight children under 5 years 
of age was reduced from 57% in 1990 to 39% in 2006. 

The proportion of the population below the minimum 
level of dietary energy consumption was reduced from 
49% in 1990 to 47% in 2000. 

Due to persistent food insecurity in hill and mountain 
areas, the target is unlikely to be achieved. 

Goal 2: Achieve Universal Primary Education 
Target 3: Ensure that, by 2015, children everywhere, boys 
and girls alike, will be able to complete a full course of 
primary schooling. 

 
The net enrollment rate in primary schools improved 
from 64% in 1990 to 86.6% in 2006. 

The proportion of pupils starting grade 1 and reaching 
grade 5 increased from 51% in 1991 to 76% in 2005. 

The literacy rate of 15–24-year-olds improved from 
50% in 1990 to 79% in 2006. 

Despite some improvements over the last decade, it 
will be challenging to achieve the target because of the 
low primary education completion rate. 

Goal 3: Promote Gender Equality and Empower 
Women 
Target 4: Eliminate gender disparity in primary and 
secondary education, preferably by 2005, and in all levels 
of education no later than 2015. 

 
 
The ratio of girls to boys in primary education 
increased from 63% in 1990 to 98% in 2006 and in 
secondary education from 46% in 1990 to 87% in 
2006. 

The ratio of literate females to males (15–24 years of 
age) increased from 48% in 1990 to 83% in 2006. 

The proportion of seats held by women in Parliament 
increased from 3.4% in 1990 to 17.3% in 2006. 

If gender concerns are integrated in development 
programs and there are strong commitments from all 
levels, the consistent improvement indicates that 
achieving the target is realistic.   

Goal 4: Reduce Child Mortality 
Target 5: Reduce by two thirds, between 1990 and 2015, 
the under-5 mortality rate. 

 
The under-5 mortality rate (per 1,000 live births) 
decreased from 145 in 1990 to 61 in 2006. 

The infant mortality rate (per 1,000 live births) was 
reduced from 97 in 1990 to 48 in 2006. 

Given the substantial progress in under-5 mortality 
over the last three decades and the Government’s 
programs in place, the target is likely to be achieved. 
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Goals and Targets Country Status 
Goal 5: Improve Maternal Health 
Target 6: Reduce by three quarters, between 1990 and 
2015, the maternal mortality ratio. 

 
The maternal mortality ratio (per 100,000 live births) 
decreased from 515 in 1990 to 281 in 2006. 

The percentage of deliveries attended by skilled 
medical personnel increased from 7% in 1990 to 19% 
in 2006. 81% of deliveries take place at home without 
skilled birth attendants. 

Although there has been improvement in the maternal 
mortality ratio and the percentage of deliveries 
attended by skilled personnel, the target is unlikely to 
be met. 

Goal 6: Combat HIV/AIDS, Malaria, and Other Diseases 
Target 7: Have halted by 2015, and begun to reverse, the 
spread of HIV/AIDS. 
 
 
 
 
 
 
Target 8: Have halted by 2015, and begun to reverse, the 
incidence of malaria and other major diseases. 

 
HIV prevalence among people 15–49 years of age 
increased from 0.29% in 2000 to 0.50% in 2005. The 
contraceptive prevalence rate increased from 24% in 
1990 to 48% in 2006. 

Reliable data are not available, but the increasing 
detection of cases indicates that the target is not likely 
to be met. 

The number of malaria cases (per 100,000 people) 
decreased from 115 in 1990 to 78 in 2005. 

The number of tuberculosis cases (per 100,000 
people) decreased from 420 in 1995 to 280 in 2005. 

Malaria persists as a significant health challenge. 
Progress has been slow as drug resistance and 
malaria incidence increase among infants. Unless 
urgent measures are taken, the target is not likely to 
be achieved. 

Goal 7: Ensure Environmental Sustainability 
Target 9: Integrate the principles of sustainable 
development into country policies and programs and 
reverse the loss of environmental resources. 
 
 
 
Target 10: Halve, by 2015, the proportion of people 
without sustainable access to safe drinking water. 
 
 
 
 
 
 
 
Target 11: By 2020, achieve a significant improvement in 
the lives of at least 100 million slum dwellers. 

 
Forest area as a share of total land area decreased 
from 37% in 1990 to 29% in 2005. 

Progress is mixed. Environmental policies and 
programs have been put in place, but reliable data are 
lacking to assess their impacts. 

The proportion of the population with access to 
improved water sources increased from 46% in 1990 
to 82% in 2006. 

Although the trend and many programs in this area 
indicate positive development, deteriorating water 
supply services in Kathmandu valley are likely to make 
meeting the targets difficult. 

The urban population with sustainable access to basic 
sanitation increased from 34% in 1990 to 81% in 2005. 

Given rapid urbanization, conflict-induced urban 
migration, and slow progress in sanitation, the target is 
unlikely to be met. 

Sources: National Planning Commission (NPC) and United Nations Development Programme (UNDP). 2005. Nepal 
MDGs Progress Reports 2005. Kathmandu; NPC and UNDP. 2006. Millennium Development Goals Needs 
Assessment for Nepal. Kathmandu; and Ministry of Population and Health. 2007. Nepal Trend Report: Trends in 
Demographic and Reproductive Health Indicators in Nepal. Kathmandu. 
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Table A1.2: Country Economic Indicators 
 

 Fiscal Year 
Item 2004 2005 2006 2007 2008a 
A.  Income and Growth      
 1. GDP per Capita ($, current)       294 324 352       390       475 
 2. GDP Growth (%, in constant prices) 4.7 3.1 3.7 3.2 4.7 
  a. Agriculture 4.8 3.5 1.8 1.0 5.7 
  b. Industry 1.4 3.0 4.5 3.9 1.8 
  c. Services 6.8 2.5 6.4 4.2 6.9 
      
B. Saving and Investment (current and market prices, % of GDP)  
 1.  Gross Domestic Investment 24.5 26.5 26.8 28.0 32.0 
 2. Gross National Saving 27.3 28.4 29.0 28.5 32.0 
      
C. Money and Inflation (annual % change) b    
 1. Consumer Price Indexc 4.0 4.5 8.0 6.4 6.6 
 2. Total Liquidity (M2) 12.8 8.3 15.4 14.0 18.5 
      
D. Government Finance (% of GDP)d    
 1. Revenue and Grants 13.4 14.1 12.9 13.9 15.8 
 2. Expenditure and Onlending 14.3 14.9 14.5 15.9 18.5 

3. Overall Fiscal Surplus (Deficit) (0.9) (0.8) (1.6) (2.0) (2.7) 
      

E. Balance of Paymentsb      
 1. Merchandise Trade Balance (% of  
  GDP) 

(14.5) (14.6) (16.8) (17.1) (16.0) 

 2. Current Account Balance (% of GDP) 2.7 2.0 2.2 0.5 0.6 
3. Merchandise Export ($) Growth  

  (annual % change) 
14.8 11.4 2.6 4.2 (9.9) 

4. Merchandise Import ($) Growth  
  (annual % change) 

15.9 12.5 17.8 11.3 7.3 

5. Remittances (% of GDP) 11.5 11.5 15.3 14.0 13.5 
      
F. External Payments Indicatorsb      

1. Gross Official Reserves (including  
 gold, $ million)  

1446.6 1475.5 1832.6 1998.9 2329.4 

Months of current year’s imports of 
goods) 

8.1 7.3 7.7 7.4 6.7 

 2. External Debt Service (% of exports of 
  goods and services) 

8.8 9.4 9.3 10.1 — 

 3. Total External Debt (% of GDP) 43.2 37.3 35.8 28.7 — 
      
G. Memorandum Items      
 1. GDP (current prices, NRs billion)c 536.7 589.4 654.0 727.0 820.8 
 2. Exchange Rate (NRs/$, average)c 73.8 71.9 71.9 70.6 64.0 
 3. Population (million) 24.7 25.3 25.9 26.4 27.0 

GDP = gross domestic product.  
a   Initial estimates. 
b   Reports the first ten months data of Nepal Rastra Bank. 
c   Annual percentage change (period average). 
d   Based on the Budget Speech of FY2008. 
Sources: Ministry of Finance. 2007. Economic Survey. Kathmandu; Nepal Rastra Bank. 2008. Macroeconomic 
Situation. Kathmandu; Central Bureau of Statistics, and additional information provided to the Asian 
Development Bank.  
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Table A1.3: Country Poverty and Social Indicators 
 

Period  
Item 1985 1990 Latest Year 
A. Population Indicators       
1. Total Population (million) 16.2 17.9  26.4 (2007)a 
2. Annual Population Growth Rate (% change) 2.1 2.1    2.2 (2007) 
       
B.  Social Indicators       
1. Total Fertility Rate (births/woman) 5.9  5.3  3.1 (2006) 
2. Maternal Mortality Ratio (per 100,000 live births) — 515.0  281.0 (2006) 
3. Infant Mortality Rate (below 1 year/1,000 live 

births) 
115.4  97.0  48.0 (2006) 

4. Life Expectancy at Birth (years) 50.9 53.6  61.3 (2005) 
a. Female 50.0 52.9  62.9 (2005) 
b. Male 51.6  54.2  62.1 (2005) 

5. Adult Literacy (%) 26.5  48.6 (1995–2005) 52.0 (2006) 
a. Female      9.8  34.9 (1995–2005) 54.5 (2006) 
b. Male    42.7  62.7 (1995–2005) 78.7 (2006) 

6. Primary School Net Enrollment (%) — 64.0  86.6 (2006) 
7. Lower Secondary School Gross Enrollment (%)  63.2 (2001) 71.5 (2006) 
8. Secondary School Gross Enrollment (%)   43.8 (2001) 56.7 (2006) 
9. Child Malnutrition (% below age 5)    69.1 (1975) 57.0  38.6 (2006) 
10. Population Below Poverty Line (international, %)b — — 24.7 (1990–2005) 
11. Population with Access to Improved Water 

Sources (%)  
—  45.9       81.8 (2006) 

12. Population with Access to Improved Sanitation 
Facilities (%) 

— 22.0 (1995) 46.0 (2006) 

13. Public Education Expenditure (% of GDP) 2.7 2.0 3.4 (2002–2005) 
14. Human Development Index Rank 0.378 0.42  0.534 (2005) 
15. Rank/Total Number of Countries 114/130 (1987) 152/173  142/177 (2005) 
16. Gender-Related Development Index  — 0.33 (1995) 0.52 (2005) 
17. Rank/Total Number of Countries — 148/163 (1995) 128/177 (2005) 
    
C.  Poverty Indicators    
1. Poverty Incidence — 42 (1996) 31.0 (2004) 
2. Proportion of Population Below Poverty Line      
  a. Urban — 23 (1996) 9.6 (2004) 
  b. Rural — 44 (1996) 34.6 (2004) 
  c. Mountain — 56 (1996) 32.6 (2004) 
  d. Hills — 41 (1996) 34.5 (2004) 
  e. Terai — 42 (1996) 27.6 (2004) 
3. Poverty Gap — 11.75 (1996) 7.5 (2004) 
4. Poverty Severity Index — 4.67   (1996) 2.7 (2004) 
5. Inequality (Theil L Index) — — —  
6. Human Poverty Index — — 38.1 (2005) 

Rank — — 84 (2005) 
— = not available, GDP = gross domestic product. 
a Mid-year population from Central Bureau of Statistics. 
b $1 a day at 1985 international prices, adjusted for purchasing power parity. 
Sources: United Nations Development Programme. 2007. Human Development Report 2007/2008 – Fighting Climate 
Change: Human Solidarity in a Divided World. New York; Central Bureau of Statistics. 2005. Nepal Living Standards Survey 
Report. Kathmandu; United Nations Development Programme and National Planning Commission. 2005. Millennium 
Development Goals – Progress Report. Kathmandu; UNDP. 2006. Human Development Report. New York; Ministry of 
Health and Population. 2006. Demographic and Health Survey. Kathmandu; National Planning Commission. 2007. Three 
Year Interim Plan (FY2008–FY2010). Kathmandu; and Government of Nepal. 2007. Economic Survey FY2006/07. 
Kathmandu. Ministry of Health and Population. 2007. Nepal Trend Report: Trends in Demographic and Reproductive Health 
Indicators in Nepal. Kathmandu. 
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Table A1.4: Country Environment Indicators 
 

Indicator 1980 Latest Year 
A.  Energy Efficiency of Emissions   
 1. GDP/Unit of Energy Use (PPP$/kgoe) 1.5 4.0 (2004) 
 2. Traditional Fuel Use (% of total energy use) 94.2 86.8 (2003–2004) 
 3. Carbon Dioxide Emissions    
  Tons (million) 1.3 (1990) 3 (2004) 
  Tons per Capita 0.0 0.1 (2004) 
   
B.  Water Pollution: Water and Sanitation   
 1. Urban Population with Access to Basic Water Supply (%) — 89.5 (2005–2006) 
 2. Rural Population with Access to Basic Water Supply (%) — 80.2 (2005–2006) 
 3. Urban Population with Access to Basic Sanitation (%) — 22.7 (2005–2006) 
   
C.  Land Use and Deforestation   
 1. Forest Area (million hectares) — 3.6 (2005) 
 2. Average Annual Deforestation    
  Change (%) — 1.6 (1990–2005) 
 3. Rural Population Density (people/km2 

 of arable land) — 982 (2001) 
 4. Arable Land (% of total land) 15.5 (1981) 18.5 (2001) 
 5. Permanent Cropland (% of total land) 0.2 (1981) 0.9 (2001) 
   
D.  Biodiversity and Protected Areas   
 1. Nationally Protected Area    
  million hectares — 26.9 (2006) 
  % of total land — 18.3 (2006) 
 2. Mammals (number of threatened species) — 36.0 (2006) 
 3. Birds (number of threatened species) — 23.0 (2006) 
 4. Higher Plants (number of threatened species) — 24.0 (2006) 
 5. Reptiles and Amphibians (number of threatened species) — 6.0 (2006) 
   
E.  Urban Areas   
 1. Urban Population   
  Millions 0.9 4.3 (2005) 
  % of total population 7.0 15.8 (2005) 
 2. Per Capita Water Use (liters/day) — 96.0 (2005) 
 3. Wastewater Treated (%) — 0.0 (2005) 
 4. Solid Waste Generated Per Capita (g/day) — 0.34 (2004) 

— = not available, g = gram, GDP = gross domestic product, kgoe = kilograms of oil equivalent, km2 = square 
kilometer, PPP = purchasing power parity. 
Sources: National Planning Commission Secretariat and Central Bureau of Statistics. 1998. A Compendium on 
Environment Statistics 1998. Nepal; World Bank. 2004. World Development Indicators. Washington, DC; World 
Resource Institute. 2003. World Resources 2002–2004. Washington, DC; Central Bureau of Statistics (CBS). 2007. 
MDG Indicators of Nepal (1990/91–2005/06). Kathmandu; National Planning Commission. 2005. An Assessment of 
the Implementation of the Tenth Plan (PRSP) – Second Progress Report. Kathmandu; Ministry of Health and 
Population. 2007. Nepal Demographic Health Survey 2006. Kathmandu; Department of Forest Research and Survey. 
1999. Forest Resources of Nepal (1987–1998). Kathmandu; CBS. 2003. Population Monograph of Nepal. Kathmandu 
(calculation based on data from CBS and Department of Forest); CBS. 2006. Statistical Pocket Book Nepal 2006. 
Kathmandu (protected under Nepal legislation, and/or included in the IUCN critically endangered/endangered 
category, and/or included in the CITES Appendix I); and Solid Waste Management and Resource mobilization Centre. 
2004. A Diagnostic Report on State of Solid Waste Management in Municipalities in Nepal. Kathmandu. 
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Table A1.5: Development Coordination Matrix 

 
Other Development Partners’ Strategies and/or Main Activities Sectors and 

Themes 
Current ADB 

Strategy/Activities Multilateral Institutions and the UN System Bilateral 
Sector 

Australia Micro enterprise development WFP Food for work; food security 
Canada (CIDA) 
 

Groundwater irrigation; environmental 
awareness and management 

People's 
Republic of 
China 

Nature conservation 

Japan (JICA) 
 

Training and extension; sericulture 
promotion; tea and coffee development; 
direct food aid; provision of chemical 
fertilizer, integrated watershed 
management and flood control 

Republic of 
Korea (KOICA) 

Dispatch of KOVs; training  

Norway Pest management  
The 
Netherlands 
(SNV) 

Biodiversity; capacity and value chain 
development (cash crops and NTFPs) 

Switzerland 
(SDC) 

Soil management; research; home 
garden; vegetable seeds; community 
forestry; vertical shaft brick kiln 

United 
Kingdom (DFID) 

Agriculture perspective plan; livelihood 
forestry  

Agriculture and 
Natural 
Resources 

Irrigation; crop 
diversification and 
commercialization; 
livestock; rural 
infrastructure and 
livelihood; commercial 
agriculture; decentralized 
and community-based 
water management; 
livelihoods and watershed 
management; Capacity 
building; rural 
reconstruction and 
rehabilitation; land 
administration  

WB Irrigation and drainage; animal production; 
agricultural extension and research; 
fishing and forestry 

United States 
(USAID)  

Agriculture sector productivity  

EU Education for all Australia Education for all 
ILO Vocational training and employment; 

education for the rehabilitation of child 
bonded laborers 

People's 
Republic of 
China 

Polytechnic institute (Banepa) 

UNICEF Formal and nonformal education, peace 
and emergency education, and early 
childhood development 

Denmark  
 

Education for all; secondary education 
support 

UNESCO Education for all; monitoring and 
coordination; early childhood care and 
education; primary/basic education;  
literacy and nonformal education; 
technical education and vocational 
training; secondary education; tertiary 
education; multilingual education, 
multigrade teaching 

Japan (JICA) Primary schools construction; community 
based alternative schooling, school 
management 

Education Teacher education; 
secondary education; 
skills for employment;  
education for all; school 
sector reform 

WB Primary and preprimary education; adult Republic of Dispatch of KOVs; training; vocational 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes 

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sector 
 literacy/nonformal education; tertiary, 

secondary education; vocational training 
Korea (KOICA) training center construction; support to 

Korean NGOs 
Norway Education for all  
Switzerland 
(SDC) 

Vocational education and training 

United 
Kingdom (DFID) 

Educational for all 

WFP Food for education; nonformal education 

United States 
(USAID) 

Early childhood development (proposed) 

EU Renewable energy  People's 
Republic of 
China 

Hydropower (Upper Trishuli) 

UNDP Rural energy 
 

Denmark 
 

Institutional strengthening of rural energy 
sector; rural energy investment (Rural 
Energy Fund); technical support with 
biomass, solar energy, and micro grid 
electrification 

Germany (GTZ) Small hydropower promotion 
Japan (JICA) 
 

Power plants; feasibility studies; rural 
electrification; substation and 
transmission line; advisory services 

Republic of 
Korea (KOICA) 

Training  

Norway 
 

Rural electrification and micro hydro 
development through AEPC, Himal 
Power and Butwal Power Company; 
feasibility studies of small and medium 
sized hydro power projects  

Energy Rural electrification, 
transmission, and 
distribution; power sector 
development; hydropower 
(West Seti); tariff review 
and setting; strategic 
development for rural 
electrification 

WB Renewable energy; power 

The 
Netherlands 
(SNV) 

Renewable energy 

IMF Financial sector reform  Germany (GTZ) Rural finance  
UNDP Decentralized financing and development; 

inclusive financial sector  
Republic of 
Korea (KOICA) 

Training  
Finance Corporate and financial 

governance; rural finance; 
Inclusive, financial sector 
development  WB 

 
Micro and SME finance; banking United 

Kingdom (DFID) 
Decentralized financing and 
development; financial sector technical 
assistance 

EU 
 

Vulnerability Community Package for 
Bhutanese Refugees 

Australia 
 

Strengthening of vitamin A; expansion of 
community-based integrated 
management of child health illness 

Health, Nutrition, 
and Social 
Protection 

 

ILO 
 

Work place education on HIV/AIDS;  
Protection of Nepalese migrant workers  

Canada (CIDA) Community health 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes 

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sector 
UNICEF 
 

Child survival; maternal health; health 
sector support, nutrition; child protection; 
response to children affected by armed 
conflict; legislation and policy for 
children’s social protection 

People's 
Republic of 
China 
 

Civil service hospital; cancer hospital; 
Ayurveda institute; BICC maintaining 

UNDP HIV/AIDS Germany (GTZ) 
 

Health sector support; basic health 
services; food security and reconstruction 

WB Health and other social services Japan (JICA) Child health and nutrition 
WHO Child and adolescent health; 

communicable disease prevention and 
control; epidemic alert and response; 
HIV/AIDS; tuberculosis; malaria; 
immunization and vaccine; preventable 
disease control; mental health and 
substance abuse; prevention and control 
of noncommunicable diseases; essential 
health technologies; essential medicines; 
health financing and social protection; 
health information, evidence and research 
policy; health system policies and service 
delivery; human resource for health; policy 
making for health in development; food 
safety; health and environment; health 
promotion; nutrition; control of tobacco 
use; violence, injuries, and disabilities 

Republic of 
Korea (KOICA) 

Dispatch of KOVs and experts; training; 
hospital construction; support to Korean 
NGOs 

Switzerland 
(SDC) 

Rural health; hospital rehabilitation 

United 
Kingdom (DFID) 

Nepal health sector; HIV/AIDS; support to 
safe motherhood  

WFP 
 

Mother and child health care; food support 
to Bhutanese refugees 

United States 
(USAID) 

HIV/AIDS; Japanese encephalitis; 
maternal and child health; family planning 
and reproductive health 

EU WTO Assistance Programme The People's 
Republic of 
China 

Dry port (Tatopani) 
 

UNDP Micro Enterprises Development, 
Enhancing Trade Capacity                            

Republic of 
Korea (KOICA) 

Training  

Industry and 
Trade 

 

WB Petrochemicals and fertilizers The 
Netherlands 
(SNV) 

Pro-poor sustainable tourism 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 

Themes 
Current ADB 

Strategy/Activities Multilateral Institutions and the UN System Bilateral 
Sector 

EU Conflict mitigation  
ILO 
 

Review of employment and labor policy, 
amendment of labor laws, drafting of 
industrial relations act; employment 
creation; ratification of new ILO 
conventions and implementation  

IMF Tax reform; tax administration; public 
financial management; fuel pricing 

UNDP Water governance judiciary reform; 
capacity development 

Law, Economic 
Management, 
and Public Policy 

Managing for 
development results; 
support to Central Bureau 
of Statistics and Nepal 
Rastra Bank; state 
restructuring; 
development of the 
Government’s Plan; 
macroeconomic 
management  

WB Subnational government administration; 
central government administration; 
general public administration; compulsory 
health finance 

Republic of 
Korea (KOICA) 

Training  

EU 
 

Civil aviation programme (Nepal 
component – upcoming) 

The People's 
Republic of 
China 

Road (Syafrubesi-Rasuwagadhi); 
Surveys (Second Kathmandu Ring Road) 

WB Roads and highways; aviation Japan (JICA) Road; aviation; advisory services  
Republic of 
Korea (KOICA) 

Airport improvement (Lumbini) 

Switzerland 
(SDC) 

District roads support; trail bridge 
subsector 

Transport and 
Communications 

Road network and 
connectivity; subregional 
transport facilitation; 
information and 
communication 
technology; road 
connectivity (North-South 
Fast Track Road 
Connectivity); civil 
aviation; road feasibility 
study, construction and 
contract management; 
strategic road 
improvement  

WFP 
 

Food for work 
 

United 
Kingdom (DFID) 

Rural reconstruction and rehabilitation 
sector development; rural community 
infrastructure; Rural access  

EU ECHO assistance (water sanitation, etc.) Australia 
 

Water supply and environmental 
sanitation  

UNDP Water governance Japan (JICA) 
 

Safe drinking water supply and advisory 
services  

Republic of 
Korea (KOICA) 

Training  UNICEF 
 

Quality water supply; environmental 
sanitation and hygiene; national and 
district level sector support The 

Netherlands 
(SNV) 

Capacity development of water, 
sanitation and hygiene sector 

Switzerland 
(SDC) 

Small-scale irrigation  

Water Supply, 
Sanitation, and 
Urban 
Development 

Water supply and 
sanitation; water services 
(Kathmandu); integrated 
urban environmental 
improvement; improving 
the quality of water 
supply, sanitation, and 
urban service delivery; 
border towns 
development;  
strategic roads 
improvement; 
strengthening urban 
institutions and planning 
mechanism 

WB Water supply; flood protection; sanitation; 
solid waste management 

United 
Kingdom (DFID) 

Rural water supply and sanitation 
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes 

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sector 
EU 
 

Conflict mitigation; democracy and human 
rights initiative 

Australia 
 

Inclusive democracy and governance 

ILO 
 

Labor market governance 
 

Canada (CIDA) 
 

Constituent Assembly awareness and 
empowerment; decentralization and local 
governance; democratization; human 
rights and peace building at the central 
and community levels 

UNDP Decentralization and local governance; 
peace building; recovery and 
reintegration; CA election  

Denmark Human rights and good governance 

UNESCO Community learning centers Germany (GTZ) 
 

Promotion of local self governance and 
civil society (urban and rural areas)  

Japan (JICA) 
 

Monitoring and evaluation; support to the 
CA election 

Republic of 
Korea (KOICA) 

Dispatch of KOVs; training; government 
integrated data center construction; 
equipment (for peace process) 

Norway 
 

Constitution building and conflict 
resolution; decentralization and 
community development through UNDP 
and UNICEF; support to the peace 
process through the peace trust fund and 
UN  

The 
Netherlands 
(SNV) 

Capacity development; Social Inclusion 
Research Fund  

Switzerland 
(SDC) 

Good governance; decentralization; 
human rights; social and political 
inclusion; peace building; prevention of 
torture 

United 
Kingdom (DFID) 

Enabling state; national poverty reduction  

Governance Local governance and 
community development 
support; aligning legal 
framework 

UNICEF 
 

Decentralization policy support, support to 
local bodies 

United States 
(USAID) 

Justice system strengthening; elections 
and political processes; political parties 
strengthening; local democratic 
governance through forestry groups; 
conflict mitigation; income-generation 
trainings to conflict-affected communities; 
peace and reconciliation process: 
technical assistance and training for 
grassroots involvement in the peace 
process 

Gender and 
Development 

Gender equality and EU 
 

Partnership on gender equality for 
development and peace (with UNIFEM) 

Canada (CIDA) Gender equality and social inclusion  
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Other Development Partners’ Strategies and/or Main Activities Sectors and 
Themes 

Current ADB 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

Sector 
ILO Gender equality 

 
Japan (JICA) 
 

Economic empowerment; gender 
mainstreaming and social inclusion 

UNDP Mainstreaming gender and social 
inclusion 

Republic of 
Korea (KOICA) 

Invitation of trainees 

UNESCO 
 

Inclusive education; gender equity; peace 
and human rights education; HIV and 
AIDS, education for sustainable 
development 

Norway 
 

Build capacity of families and 
communities; database on women and a 
national women’s network 

Switzerland 
(SDC) 

Psychosocial approach; work force 
diversity; social and gender inclusion 

empowerment of women 
and excluded groups; 
review of gender and 
social inclusion initiatives 
by the Government 

UNICEF Gender as crosscutting issue in all 
programs 

United 
Kingdom 
(DFID) 

Social inclusion action plan 
 

EU SME assistance (upcoming) Canada (CIDA) Community economic development 
ILO Capacity building of FNCCI Germany (GTZ) Private sector promotion 

Norway 
 

Capacity building and training in hydro 
power related institutions/companies 

UNDP Public–private partnership 

The 
Netherlands 
(SNV) 

Capacity development of private sector 
especially in tourism sector, and 
agricultural cash crops 

Private Sector 
Development 

 

UNICEF 
 

Point of use (PoU) water treatment and 
hand washing 

United States 
(USAID) 

Vocational education and workforce 
development 

Germany (GTZ) Support to ICIMOD  Regional 
Cooperation 

SASEC information 
highway; SASEC tourism 
development; SASEC 
transport logistics and 
trade facilitation 

EU EU-SAARC programme of economic 
cooperation (upcoming) Republic of 

Korea (KOICA) 
Dispatch of KOVs; training  

Norway 
 

Support to climate change assessment 
and livelihood strategies through ICIMOD 

Environmental 
Sustainability 
 

Managing climate change 
and the environment; 
addressing the challenges 
of climate change 

  

The 
Netherlands 
(SNV) 

Asia biogas program (Bangladesh, Viet 
Nam, Lao People’s Democratic Republic, 
Cambodia). 
Partnership agreement between SNV 
regional office and RECOFTC, Bangkok 
on governance in forestry 

AEPC = Alternative Energy Promotion Centre; BICC = Birendra International Convention Centre; CA = Constituent Assembly; EU = European Union; FAO = Food 
and Agriculture Organization of the United Nations; FNCCI = Federation of Nepalese Chambers of Commerce; ILO = International Labour Organization; ICIMOD =  
International Centre for Integrated Mountain Development; KOV = Korean Overseas Volunteers; NTFP = nontimber forest product; SASEC = South Asia 
Subregional Economic Cooperation; UNICEF = United Nations Children Fund; UNFPA = United Nations Population Fund; UNESCO = United Nations Educational, 
Scientific and Cultural Organization; UNDP = United Nations Development Programme; WFP = World Food Programme; WB = World Bank; WHO = World Health 
Organization. 
Sources: The development partner agencies. 
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Table A1.6: Portfolio Indicators—Portfolio Amounts and Ratings 

(public sector loans and grant projects, as of 30 June 2008) 
 

 Ratinga 
 Net Loan 

Amount Total Highly 
Satisfactory Satisfactory 

Partly 
Satisfactory 

Unsatis- 
factory 

Potential 
Problemb At Riskc 

Sector $ million % No. % No. % No. % No. % No. % No. % No. (%) 
Agriculture and Natural  
Resources 

227.20 25.8 8 27.6 — — 8 100.0 —      — — — — — — — 

Education 118.40 13.4 6 20.7 — — 6 100.0 — — — — — — — — 
Energy 41.90 4.8 1 3.4 — — 0 0.0 1 100.00 — — 1 100.0 1 100.0 
Finance 68.60 7.8 3 10.3 — — 3 100.0 — — — — — — — — 
Transport and  
Communications 

163.90 18.6 5 17.2 1 20.0 4   80.0 — — — — — — — — 

Water Supply, Sanitation, 
and Waste Management  

225.46 25.6 5 17.2 — — 5 100.0 — — — — — — — — 

Multisector  36.38 4.1 1 3.4 — — 1 100.0 — — — — — — — — 
 Total 881.80 100.0 29.0 100.0 1.0 3.4 27.0 93.1 1.0 3.4 0.0 0.0 1.0 3.4 1 3.4 

— = not available, no. = number. 
a One rating for implementation progress and development objectives, based on the lower rating of either. 
b Potential problem loans are satisfactory loans but have four or more risk factors associated with partly satisfactory or unsatisfactory performance. 
c A loan is "at risk" if it is rated as partly satisfactory, as unsatisfactory, or as a potential problem. 
Sources: Project performance report and loan and financial information system. 
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Table A1.7: Portfolio Indicators—Disbursements and Net Transfers of Resources 

(public sector loans and grant projects, as of 31 December 2007) 
 

    
Disbursements and Transfers OCR ADF Total 
Disbursements a    
Total Funds Available for Withdrawal ($ million) b — 574.3 574.3 
Disbursed Amount ($ million, cumulative) — 261.0 261.0 
Percentage Disbursed (disbursed amount/total available) — 45.5 45.5 

Disbursements ($ million, latest year) — 102.3 102.3 
Disbursement Ratio (%)c — 18.0 18.0 
Net Transfer of Resources ($ million)    
2000 — 64.5 64.5 
2001 — 30.7 30.7 
2002 — (2.6) (2.6) 
2003 — (0.4) (0.4) 
2004 — (17.3) (17.3) 
2005 — 2.9 2.9 
2006 — 62.5 62.5 
2007 — 49.4 49.4 
( ) = negative, — = not available, ADF = Asian Development Fund, OCR = ordinary capital resources. 

a Includes all loans and grant projects with disbursements during 2007. 
b Indicates total funds available for withdrawal at the beginning of 2007. 
c   Ratio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less cancellations. 
   Effective loans during the year have also been added to the beginning balance of undisbursed loans. 

Sources:  Project performance reports and loan and financial information system. 
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Table A1.8: Portfolio Implementation Status 

(public sector loans and grant projects, as of 30 June 2008) 
 

      Net Loan   Cumulative   Approval Effective  Closing Date   
  Amount   Disbursement   Date Date       
                      

Sector  Loan 
No. Title OCR       

($ million) 
ADF        

($ million)   OCR       
 ($ million) 

ADF        
($ million)       Original Revised 

Progress   
(% 

complete) 

AG 1778 Crop Diversification  0.00 10.41   0.00 10.15   09-Nov-00 23-Apr-01 31-Dec-07   95 

AG 2008 Community Based Water 
Supply and Sanitation Sector  0.00 25.38   0.00 4.59   30-Sep-03 01-Apr-04 31-Dec-10   33 

AG 2071 Community Livestock 
Development  0.00 22.14   0.00 8.25   19-Dec-03 02-Dec-05 30-Jun-10   45 

AG 2092 Decentralized Rural 
Infrastructure and Livelihood  0.00 43.97   0.00 6.2   24-Sep-04 31-Oct-05 31-Oct-11   37 

AG 2102 Community Managed 
Irrigated Agriculture Sector 0.00 21.92   0.00 1.63   17-Nov-04 13-Jan-06 30-Sep-12   12 

AG 2143 Gender Equality and 
Empowerment of Women  0.00 10.7   0.00 0.72   16-Dec-04 28-Nov-06 30-Jun-10   7 

ED 1840 Teacher Education  0.00 19.19   0.00 13.26   24-Sep-01 09-May-02 30-Jun-08 15-Jul-09  87 

ED 2111 Skill for Employment  0.00 21.93   0.00 1.53   25-Nov-04 28-Feb-06 31-Mar-11   22 
ED 2277 Education Sector Program I  0.00 31.94   0.00 15.40   01-Dec-06 06-Feb-07 31-Jan-10   — 

ED 1917 Secondary Education Support  0.00 35.33   0.00 22.84   20-Sep-02 05-Aug-03 30-Sep-08 30-Sep-09 65 

EN 1732 Rural Electrification 
Transmission and Distribution 0.00 41.93   0.00 33.88   21-Dec-99 14-Mar-02 30-Jun-05 31-Dec-08 65 

FI 1811 Corporate and Financial 
Governance  0.00 2.75   0.00 2.70   14-Dec-00 28-Nov-01 30-Jun-05 30-Nov-07 — 

FI 2268 
Rural Finance Sector 
Development Cluster 
Program 

0.00 57.16   0.00 57.16   26-Oct-06 21-Nov-06 30-Jun-09   
— 

MS 1966 Urban and Environment 
Improvement  0.00 36.38   0.00 7.79   10-Dec-02 02-Oct-03 31-Mar-10   42 

TC 1876 Roads Network Development  0.00 52.81   0.00 39.70   13-Dec-01 11-Mar-03 31-Dec-07 31-Dec-08 84 

TC 2097 Subregional Transport 
Facilitation  0.00 21.88   0.00 5.40   04-Nov-04 10-May-05 01-Jul-10   47 

WS 1755 Small Towns Water Supply 
Sanitation Sector 0.00 33.91   0.00 25.16   12-Sep-00 16-Mar-01 31-Dec-06 30-Sep-08 92 

WS 1820 Melamchi Water Supply  0.00 149.67   0.00 11.16   21-Dec-00 28-Nov-01 31-Mar-07 31-Mar-08 40 

WS 2058 
Kathmandu Valley Water 
Services Sector Development 
Program  

0.00 5.29   0.00 2.48   18-Dec-03 07-Dec-04 31-Dec-05 31-Mar-09 
— 
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      Net Loan   Cumulative   Approval Effective  Closing Date   
  Amount   Disbursement   Date Date       
                      

Sector  Loan 
No. Title OCR       

($ million) 
ADF        

($ million)   OCR       
 ($ million) 

ADF        
($ million)       Original Revised 

Progress   
(% 

complete) 

WS 2059 Kathmandu Valley Water 
Services Sector Development  0.00 11.22   0.00 0.52   18-Dec-03 07-Dec-04 30-Jun-11 31-Dec-14 10 

    Subtotal 0.00 655.91   0.00 270.49             

              
TC 0051 Road Connectivity Sector I 0.00 55.20   0.00 3.88   10-Aug-06 20-Nov-06 30-Jun-13  5 

FI 0059 Rural Financial Sector 
Development 0.00 8.70   0.00 0.50   26-Oct-06 21-Nov-06 30-Jun-09  — 

AG 0063 Commercial Agriculture 
Development 0.00 18.00  0.00 1.80  16-Nov-06 06-Aug-07 30-Jun-13  1 

ED 0065 Education Sector Program I 0.00 2.00  0.00 0.38  01-Dec-06 06-Feb-07 30-Jun-10  — 

AG 0093 
Rural Reconstruction and 
Rehabilitation Sector 
Development Program (PJT) 

0.00 50.00  0.00 5.00  12-Dec-07 01-Feb-08 30-Jun-12  2 

AG 0094 
Rural Reconstruction and 
Rehabilitation Sector 
Development Program 

0.00 50.00  0.00 50.00  12-Dec-07 01-Feb-08 31-Dec-11  — 

TC 0099 SASEC Information Highway 
Project 0.00 9.00  0.00 0.00  17-Dec-07  30-Jun-10  — 

ED 0105 Education Sector Program II 0.00 8.00  0.00 0.00  24-Jan-08  30-Jun-12  — 
TC 0106 ICT Development Project  0.00 25.00  0.00 0.00  28-Jna-08  31/Dec-14  — 
  Subtotal 0.00 225.90   0.00 61.55       
                            
    Nepal Portfolio including 

Grant Projects 0.00 881.81   0.00 332.04             
ADF = Asian Development Fund; AG = agriculture and natural resources; ED = education; EN = energy; FI = finance; HL = health, nutrition, and social protection; IN = 
industry and trade; LW = law and public sector management; MS=multisector; No. = number; OCR = ordinary capital resources; Seg = segment (pertaining to loans with 
more than one withdrawal authority); TC = transport and communications; WS = water supply, sanitation, and waste management.  
Source: Loan and financial information system. 
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Table A1.9: Evaluation Rating by Sector, Public Sector Loans 

(1996–2007)a 

 

 
Highly 

Successful Successful 
Partly 

Successful Unsuccessful No Rating Total 
Sector No. % No. % No. % No. % No. % No. % 
Agriculture and Natural Resources — — 1 20.00 3 60.00 1 20.00 — — 5 26.30 
Education — — 2 100.00 — — — — — — 2 10.50 
Energy  — — 3 75.00 — — 1 25.00 — — 4 21.10 
Finance — — — — — — — — — — — — 
Industry and Trade  — — 1 50.00 1 50.00 — — — — 2 10.50 
Law and Public Sector Management  — — — — — — — — — — — — 
Water Supply, Sanitation, and Waste 
Management 

— — — — 1 100.0 — — — — 1 5.30 

Multisector b — — 2 66.70 1 33.3 — — — — 3 15.80 
Transport and Communications 1 50.00 1 50.00 — — — — — — 2 10.50 
      Total 1 50.00 10 52.60 6 31.6 2 10.50 — — 19 100.00 

— = nil, no. = number. 
a   The new four category rating system was retrofitted to projects evaluated since 1996. 

   b    Multisector projects includes hill agriculture project and East Rapti irrigation project, which were both rated successful. 
Sources: Asian Development Bank project or program performance evaluation reports. 
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COUNTRY PERFORMANCE ASSESSMENT RATINGS 
 

Rating Country Performance Assessment 
3.7 
4.0 
3.5 
3.5 

A.   Economic Management 
1.   Macroeconomic management 
2.   Fiscal policy 
3.   Debt policy 
 

3.7 
4.5 
3.0 
3.5 

B.   Structural Policies 
1.   Trade 
2.   Financial sector 
3.   Business regulatory environment 
 

3.6 
3.5 
4.0 
3.5 
3.5 
3.5 

 

C.   Social Inclusion/Equity 
1.   Gender equity 
2.   Equity of public resource use 
3.   Building human resources 
4.   Social protection and labor 
5.   Policies and institutions for environmental sustainability 
 

3.7 
3.5 
4.0 
4.0 
3.5 
3.5 

D.   Governance and Public Sector Management 
1.    Property rights and rule-based governance 
2.    Quality of budgetary and financial management 
3.    Efficiency of revenue mobilization 
4.    Quality of budget administration 
5.    Transparency, accountability and corruption in the public sector 
 

4.0 
4.0 

 

E.    Portfolio 
1.     Portfolio 
 

Source: Nepal Resident Mission, Asian Development Bank. 2007. Country Performance Assessment. Kathmandu. 
 



            Appendix 3            

 

32 

INDICATIVE ROLLING COUNTRY OPERATIONS BUSINESS PLAN 
2009—2011 

 
A. Consistency of the Business Plan with the Current Country Strategy and Program 

1. The country strategy and program (CSP) identified the following priority sectors and 
themes: (i) agriculture and rural development; (ii) education; (iii) energy; (iv) finance; (v) 
transport and communications; (vi) water supply, sanitation, and urban development; and (vii) 
governance. Projects to support these sectors were also developed. The annual reviews of the 
strategy during the preparation of the 2006 and 2007 country operations business plans 
(COBPs), as well as this 2008 midterm review of the CSP, confirmed the relevance of these 
sectors in the present context, with an additional focus on reconstruction and rehabilitation. 
Although the conflict has ended and the country is in a transitional phase, the underlying causes 
of the conflict remain unchanged—deep seated poverty, social exclusion, and regional 
imbalance—and ADB will continue to address these issues.  
 
2. The country program for 2009–2011 continues to aim at reducing poverty by supporting 
institutional and policy reforms and operations in the core CSP areas. However, in view of the 
country’s transitional period and the priority to deliver immediate and tangible impacts on the 
ground, the Government has asked that Asian Development Bank (ADB) assistance be focused 
on infrastructure development projects. Further, since 2010–2011 programs are beyond the 
period covered by the current CSP, the sectors and projects need to be reviewed during the 
next country partnership and strategy (CPS)1 preparation. The 2009–2011 annual country 
allocations for investments and technical assistance (TA) have been revised based on the 
outcome of the Asian Development Fund (ADF) X replenishment. An indicative biannual 
allocation of $393.14 million for 2009–2010 has been applied. 
 
B. Indicative Investment and Technical Assistance Program  

3. For 2005–2007, the CSP envisaged an indicative ADF level of $350 million for 11 
investment projects and $12 million for 26 TA projects and five economic, thematic, and sector 
work (ETSW) activities. Nepal received biannual allocations of $183.9 million for 2005–2006 
and $149.7 million for 2007–2008 (after the 20% volume discount on the initial allocation of 
$157.45 million and $29.7 million carried over from 2005–2006 country allocation).2 The total 
reallocation of loan savings to the country during 2005–2007 was $73 million.   
 
4. As against the planned assistance for 2005–2007, five projects—Road Connectivity 
Sector I Project (grant: $55.2 million), Rural Finance Sector Development Cluster Program I 
(loan: $56 million; grant: $8.7 million), Commercial Agriculture Development Project (grant: $18 
million), and Education Sector Cluster Program (subprogram 1, loan: $30 million; grant: $2 
million), and Rural Reconstruction and Rehabilitation Sector Development Program (grant: $100 
million)—totaling $269.9 million were approved. In the case of the TA program, 12 project 
preparatory TA (PPTA) projects, 23 institutional development TA (IDTA) projects, and three 
ETSW activities were approved in 2005–2007.  
 

                                                 
1 In 2006, the format and names of country strategy documents were changed. They are now called country 

partnership strategies.  
2 With the alignment of the ADF IX Grant Framework to the International Development Association (IDA) 14 Grant 

Framework in September 2007, Nepal became eligible for 100% grant financing, subject to the 20% volume 
discount on its annual ADF allocation. 
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5. Two loan projects—Education Sector Cluster Program (subprogram 2, grant: $8 million) 
and Information and Communications Development Project (grant: $25 million)—were approved 
in January 2008. In addition, the 2008 program consists of two firm projects for $96.5 million— 
(i) Power Sector Development Project I ($30 million), and (ii) Local Governance and Capacity 
Development Support Program I ($66.5 million). A project for West Seti Hydropower ($45 
million) development is also scheduled for approval in 2008, the financing for which is planned 
from the ADF hard term facility. The remaining projects planned under the CSP for 2005–2007 
have been delayed as a result of the government’s immediate needs and priorities or lack of 
readiness of the project or the performance of the relevant sector. Three PPTA projects, six 
IDTA projects, and one ETSW activity for a total $4.3 million are also programmed for 2008. 
 
6. The 2009–2011 program consists of 16 firm investment projects and two regional 
cooperation projects totaling $595 million; and 22 TA projects (13 PPTA projects and 9 IDTA 
projects) and 3 ETSW activities for $13.2 million. The two regional cooperation projects, on 
South Asia Subregional Economic Cooperation (SASEC) tourism development and SASEC 
transport logistics and trade facilitation, are programmed for 2009 and the Government’s 
contribution to the projects is being financed by ADF annual country allocations. The 
Government has requested ADB to consider increasing financing for SASEC tourism 
development to cover the expected significant investment needs. 
 
C. Summary of Changes to Investment and Technical Assistance Programs 

7. Given the complexities related to the processing of the North-South Fast Track Road 
Connectivity Project, and in line with Government indications, the project, formerly firm for 2008 
for $43.7 million, has now been moved to 2009, for a revised amount of $50 million. An IDTA 
project to support a public–private partnership for the North-South Fast Track Road Connectivity 
Project ($500,000) has been included in 2008 program at the Government’s request. Given the 
expected financing gap, ADB will maximize efforts to leverage potential cofinancing.  
 
8. The Governance Reform and Decentralization Cluster Program I ($30 million), which 
was previously on stand-by for 2008, is now firm for 2008, for a revised amount of $66.5 million, 
as requested by the Government. Following the Government’s suggestion, the title has been 
changed to Local Governance and Community Development Support Program I. The PPTA and 
investment program for the second phase in 2009 and 2010, respectively, have been renamed 
accordingly.  
 
9. Following discussions with the Government, the name of the Power Sector Development 
Program I (grant approval scheduled for 2008) has been changed to the Power Sector 
Development Project I and the PPTA for the Power Sector Development Program II (scheduled 
for approval in 2009) has also been renamed accordingly. A small-scale TA, Preparing the 
Nepal Transmission and Distribution Project ($150,000), has been included in the 2008 
program. The allocation under the PPTA for the Decentralized and Community-Based Water 
Management Project (2008) has been reduced to $500,000 from $700,000 since the ongoing 
project on irrigation will cover the part of its activities. At the Government’s request, the project 
has been renamed the Community-Based Water Management Project. The allocation for IDTA: 
Strengthening Capacity for Managing for Development Results has been reduced to $500,000 
from $600,000 and the TA: Strategic Development for Rural Electrification has been advanced 
to 2008 with the revised amount of $350,000 in place of TA: Energy Efficiency through Loss 
Reduction. 
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10. At the request of the Government, the Civil Aviation Sector Development Project ($30 
million) and Crop Diversification and Commercialization Project ($17 million) have been 
advanced to 2009 and the Local Governance and Community Development Support Program II 
($50 million) has been advanced to 2010. Two new project/program—the Decentralized Rural 
Infrastructure and Livelihood Project II ($30 million) and the School Sector Reform ($50 
million)—have been included in 2010 and 2011, respectively. 
 
11. Two PPTA projects—Skills for Employment II and Empowerment of Women and 
Excluded Groups—which were planned for 2009 have now been moved to 2010. The PPTA for 
the Power Sector Development Project II has been advanced to 2009. The Empowerment of 
Women and Excluded Groups has been moved to 2010 because of the delay in the ongoing 
loan project on Gender Equality and Empowerment of Women. The IDTA on Capacity Building 
for Tariff Review and Setting has been postponed to 2010 in view of the delay in the 
establishment of Nepal Electricity Regulatory Commission. The Community-based Water 
Supply and Sanitation Sector II has also been moved to 2011. Consequently, the allocation for 
the Rural Finance Sector Development Cluster Program II has been revised to $400,000 and 
the allocation to Road Connectivity Sector II Project has been revised to $600,000. Eight new 
institutional development TA (IDTA) projects have been included—Support for the State 
Restructuring ($700,000) and Support in the Preparation of the Five Year Development Plan 
($600,000) in 2009; Adoption of MfDR at Local Level ($700,000) and Strengthening Urban 
Institutions and Planning Mechanisms ($700,000) in 2010; Addressing the Challenges of 
Climate Change ($800,000), Assessing the Effectiveness of Government’s Gender and Social 
Inclusion Initiatives ($500,000), Strengthening GON’s Capacity for Macroeconomic 
Management ($800,000), and Supporting Alignment of Legal Framework to the New 
Constitution ($400,000) in 2011. At the request of the Government, three PPTA projects have 
also been included in the 2009–2011 program—Decentralized Rural Infrastructure and 
Livelihood Project II ($500,000) in 2009; Development of Border Towns ($800,000) in 2010; and 
Strategic Roads Improvement Project ($800,000) in 2011. In response to the Government’s 
suggestion, the Sustainable Rural Livelihoods and Watershed Management in Highlands of 
Nepal (PPTA planned for 2009 and investment for 2010 stand-by) has been renamed the 
Highland Livelihood Development Project.  
 
D. Indicative Internal Resource Requirements  

12. It is estimated that about 25.6 staff years will be required to deliver the 2009–2011 
investment and TA programs effectively. 
 
E. Results-Based Monitoring 

13. There have been no updates to the results-based framework of the current CSP as a 
result of changes in the assistance program.  
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Table A3.1: Indicative Assistance Pipeline for Lending Products, 2009—2011 
 

    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR ADF Total Gov't. financing 
       Loans Grants    
2009 Firm             

Agriculture and Natural   
Resources 

           

1. Crop Diversification and 
Commercialization Project 

TI ECG/ISD SANS 2009 20.5   17.0 17.0 3.5 0.0 

Subtotal     20.5   17.0 17.0 3.5 0.0 
Education            

1. Education Sector Cluster 
Program (subprogram 3) 

TI ISD/GAD SANS 2007 45.0   45.0 45.0 0.0 0.0 

Subtotal     45.0   45.0 45.0 0.0 0.0 
Transport and Communications            

1. North-South Fast Track Road 
Connectivity Project 

GI ECG/ISD SATC 2006 70.0   50.0 50.0 10.0 10.0 

2. Civil Aviation Sector Development 
Project 

GI ECG/ISD/ 
PSD 

SATC 2007 46.0   30.0 30.0 6.0 10.0 

Subtotal     116.0   80.0 80.0 16.0 20.0 
Water Supply, Sanitation, and 
Waste Management 

           

1. Improving the Quality of Water 
Supply, Sanitation, and Urban 
Service Delivery of Emerging Towns 
Sector Development Project 

TI ISD SAUD 2007 54.0   45.0 45.0 9.0 0.0 

Subtotal     54.0   45.0 45.0 9.0 0.0 
Regional Cooperation            

1. National Contribution to SASEC 
Tourism Development Project 

GI ECG/REG SAUD 2007 5.0   5.0 5.0   

2. National Contribution to SASEC 
Transport Logistics and Trade 
Facilitation Project 

GI ECG/REG SATC 2007 4.0   4.0 4.0   

 Subtotal     9.0   9.0 9.0   
Total     244.5   196.0 196.0 28.5 20.0 

Regional Cooperation             
1. SASEC Tourism Development 
Project 

GI ECG/REG SAUD 2007 15.0   10.0 10.0 5.0 0.0 

2. SASEC Transport Logistics and 
Trade Facilitation Project 

GI ECG/REG SATC 2007 12.0   8.0 8.0 4.0 0.0 

 Subtotal     27.0   18.0 18.0 9.0 0.0 
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    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR ADF Total Gov't. financing 
       Loans Grants    
2010 Firm             

Agriculture and Natural Resources            
1. Community Based Water 
Management Project 

TI ECG/ISD SANS 2008 31.2   26.0 26.0 5.2 0.0 

2. Decentralized and Rural 
Infrastructure and Livelihood Project 
II 

GI ECG SANS 2009 36.0   30.0 30.0 6.0 0.0 

Subtotal     67.2   56.0 56.0 11.2 0.0 
Finance            

1. Rural Finance Sector 
Development Cluster Program II 

GI ECG SAGF 2009 30.0   30.0 30.0 0.0 0.0 

 Subtotal     30.0   30.0 30.0 0.0 0.0 
Water Supply, Sanitation, and 
Waste Management 

           

1. Kathmandu Valley Water 
Distribution, Sewerage, and Urban 
Development Project 

GI ISD SAUD 2006 36.0   30.0 30.0 6.0 0.0 

2. Secondary Towns Integrated 
Urban Environmental Improvement 
Project 

GI ISD SAUD 2008 36.0   30.0 30.0 6.0 0.0 

 Subtotal     72.0   60.0 60.0 12.0 0.0 
Law, Economic Management, and 
Public Policy 

           

1. Local Governance and 
Community Development Support 
Program II 

GI ECG/GOV
/ISD 

SAGF 2009 50.0   50.0 50.0 0.0 0.0 

Subtotal     50.0   50.0 50.0 0.0 0.0 
Total     219.2   196.0 196.0 23.2 0.0 

2010 Standby             
Agriculture and Natural Resources            

1. Highland Livelihood Development 
Project 

TI ECG/ISD SANS 2009 30.0   25.0 25.0 5.0 0.0 

Subtotal     30.0   25.0 25.0 5.0 0.0 
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    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory  ADB  Co- 
Name cation Priority Division Assistance Total OCR ADF Total Gov’t. financing 
       Loans Grants    
2011 Firm Loans            

Agriculture and Natural 
Resources 

           

1. Highland Livelihood 
Development Project 

TI ECG/ISD SANS 2009 30.0   25.0 25.0 5.0 0.0 

Subtotal     30.0   25.0 25.0 5.0 0.0 
Education       

1. School Sector Reform 
Program 

TI ISD/GAD SANS – 50.0   50.0 50.0 0.0 0.0 

Subtotal     50.0   50.0 50.0 0.0 0.0 
Energy       

1. Power Sector Development 
Project II 

GI ECG SAEN 2009 36.0   30.0 30.0 6.0 0.0 

Subtotal     36.0   30.0 30.0 6.0 0.0 
Transport and Communications            

1. Road Connectivity Sector II 
Project 

TI ECG SATC 2009 60.0  50.0 50.0 10.0 0.0 

Subtotal     60.0  50.0 50.0 10.0 0.0 
Water Supply, Sanitation, and 
Waste Management 

         

1. Development of Border Towns 
Project 

GI ISD SAUD 2010 36.0  30.0 30.0 6.0 0.0 

Subtotal     36.0  30.0 30.0 6.0 0.0 
    Total     212.0   185.0 185.0 37.0 0.0 

— = not available; ADB = Asian Development Bank; ADF = Asian Development Fund; CAD = capacity development; ECG = sustainable economic growth; ENV = 
environmental sustainability; GAD = gender and development; GI = general intervention; GOV = governance; Gov’t = Government; ISD = inclusive social development; 
MT = multitheme; OCR = ordinary capital resources; PSD = private sector development; REG = regional cooperation; SAEN = Energy Division; SAGF = Governance, 
Finance, and Trade Division; SANS = Agriculture, Natural Resources, and Social Services; SATC = Transport and Communication Division; SAUD = Urban 
Development Division; TI = targeted intervention.  
Source: Asian Development Bank estimates. 
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Table A3.2: Indicative Assistance Pipeline for Nonlending Products and Services, 2009—2011 
 

 

   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2009 Firm        
 Agriculture and Natural Resources        
  1. Crop Diversification and Commercialization Project SANS PP tbd 400.0 tbd 100.0 500.0 
  2. Highland Livelihood Development Project SANS PP tbd 500.0 tbd 200.0 700.0 
  3. Decentralized Rural Infrastructure  and Livelihood 

Project II 
SANS PP tbd 500.0  500.0 

   Subtotal    1,400.0  300.0 1,700.0 
 Energy      
  1. Power Sector Development Project II SAEN PP tbd 600.0  600.0 
   Subtotal    600.0  600.0 
 Finance      
  1. Rural Finance Sector Development Cluster Program II SAGF PP tbd 400.0  400.0 
   Subtotal    400.0  400.0 
 Transport and Communications      
  1. Road Connectivity Sector II SATC PP tbd 600.0 tbd 200.0 800.0 
   Subtotal    600.0  200.0 800.0 
 Law, Economic Management, and Public Policy      
  1. Support for the State Restructuring NRM ID TASF 700.0 tbd 700.0 
  2. Support in the Preparation of the Five Year 

Development Plan 
NRM ID TASF 600.0  600.0 

  3. Local Governance and Community Development 
Support Program II 

SAGF PP tbd 500.0  500.0 

  4. Quarterly Economic Update NRM ETSW — —  — 
   Subtotal    1,800.0  1,800.0 
   Total    4,800.0  500.0 5,300.0 
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   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2010 Firm         
 Agriculture and Natural Resources        
         1. Empowerment of Women and Excluded Groups 

Project 
SANS PP tbd 550.0 tbd 300.0 850.0 

   Subtotal    550.0  300.0 850.0 
 Education     
         1. Skills for Employment II Project SANS PP tbd 500.0 tbd 100.0 600.0 
  Subtotal    500.0  100.0 600.0 
 Energy      
  1. Capacity Building for Tariff Review and Setting  SAEN ID TASF 700.0 tbd 200.0 900.0 
   Subtotal    700.0  200.0 900.0 
 Finance      
  1. Inclusive Financial Sectors Development Program SAGF PP tbd 600.0  600.0 
   Subtotal    600.0  600.0 
 Law, Economic Management, and Public Policy      
  1. Supporting Adoption of MfDR at Local Level NRM ID TASF 700.0  700.0 
  2. Quarterly Economic Update NRM ETSW — —  — 
   Subtotal    700.0  — 700.0 
 Water Supply, Sanitation, and Waste Management      
  1. Development of Border Towns Project SAUD PP tbd 800.0  800.0 
  2. Strengthening Urban Institutions and Planning 

Mechanism 
SAUD ID TASF 700.0 700.0 

   Subtotal    1,500.0  1,500.0 
   Total    4,550.0  600.0 5,150.0 
       
 Standby      
  1. Community-Based Water Supply and Sanitation 

Sector II Project 
SAUD PP tbd 500.0 tbd 200.0 700.0 

  Subtotal    500.0  200.0 700.0
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   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Typea Sourceb ($'000) Sourcec ($'000) ($'000) 
2011 Firm        
 Agriculture and Natural Resources        
  1. Addressing the Challenges of 

Climate Change  
SANS ID TASF 800.0  800.0 

  2. Assessing Effectiveness of GON’s 
Gender and Social Inclusion 
Initiatives 

SANS ID TASF 500.0  500.0 

   Subtotal    1,300.0  1,300.0 
 Transport and Communications        
  1. Strategic Roads Improvement 

Project 
SATC PP tbd 800.0 800.0 

   Subtotal    800.0 800.0
          
 Water Supply, Sanitation, and Waste 

Management 
       

  1. Community-Based Water Supply 
and Sanitation Sector II Project 

SAUD PP tbd 500.0 tbd 200.0 700.0 

   Subtotal    500.0 200.0 700.0
          
 Law, Economic Management, and 

Public Policy 
     

  1. Strengthening Government’s 
Capacity for Macroeconomic 
Management 

NRM ID TASF 800.0  800.0 

  2. Supporting Alignment of Legal 
Framework to the New Constitution 

OGC ID TASF 400.0  400.0

  3. Quarterly Economic Update NRM ETSW — —  — 
   Subtotal    1,200.0   1,200.0 
   Total    3,800.0 200.0 4,000.0 
— = not available; ADB = Asian Development Bank; ETSW = economic, thematic, and sector work; ID = institutional development; NRM = Nepal Resident 
Mission; PP = project preparatory; SAEN = Energy Division; SAGF = Governance, Finance, and Trade Division; SANS = Agriculture, Natural Resources, and 
Social Services; SATC = Transport and Communication Division; SAUD = Urban Development Division; TASF = Technical Assistance Special Fund; tbd = to be 
determined. 
Source: Asian Development Bank estimates. 
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Table A3.3: Summary Information on Proposed Indicative Investment Products and 
Services for 2009 

 
Project Name Description 
Education Sector Cluster 
Program (subprogram 3) 

Impact  
Enhanced education attainment and livelihoods, particularly for girls and 
disadvantaged groups.    
 
Major Components  
ESP III supports the Government’s school sector reform (SSR) which 
aims to restructure the school system into an integrated grades 1–12 
system in a phased manner. It will support an SSR program that will 
extend basic education from grades 1–8, within an overall policy, legal, 
governance, and financing framework of a 1–12 school system. The 
Program will be financed jointly with other education development 
partners through a joint financing arrangement.   
 
Expected Outputs and Outcomes 
The expected outcome of ESP III will be a more equitable, inclusive, 
effective, and holistic education system.  
 

North–South Fast Track 
Road Connectivity Project 

Impact 
The overall goal is to (i) improve road connectivity between the strategic 
road network and areas with major economic activities and neighboring 
countries; and (ii) increase the capacity and efficiency of the road 
network, in order to promote economic growth, better access to rural 
produce, and domestic and regional trade. The fast track routes will 
improve transport reliability and provide cost-effective transport links and 
bring considerable savings in both travel time and costs. 
 
Major Components  
The main outputs will be (i) an investment program consisting of a north–
south fast track road, to be newly constructed between Kathmandu and 
Terai, and slope stabilization from Kodari to Kathmandu, part of the north-
south corridor, which will be economically viable, technically feasible, 
socially and environmentally sound, in the context of the 20-year Road 
Master Plan, and in accordance to the road sector midterm program; and 
(ii) identification of needs for further capacity building of the Department of 
Roads (DOR), based on ongoing capacity-building programs. The project 
will strengthen (i) the Government's long-term capacity to manage and 
operate the road network, and (ii) the capacity of local contractors to 
improve and maintain the roads. The project will assist the Government 
and the Asian Development Bank (ADB) to formulate a possible financing 
program. 
 
Expected Outputs and Outcomes 
The expected results of the project include better access to major 
economic activities, (ii) more domestic and international trade, 
(iii) enhanced capacities of DOR, and (iv) more participation of the private 
sector in road works. The project will improve road sector management 
efficiency, reduce transport costs, and contribute to economic growth. A 
comprehensive feasibility study report and preliminary design will be 
prepared.  
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Project Name Description 
Improving the Quality of 
Water Supply, Sanitation, 
and Urban Service Delivery 
of Emerging Towns Sector 
Development Project 

Impact  
Improved basic water supply and sanitation infrastructure and services in 
emerging small towns in Nepal 
 
Major Components  
The main components of the program loan are (i) improving sector 
governance and strengthening the institutional framework, (ii) preparing a 
sector-wide strategy and plan for urban water supply and sanitation, 
(iii) defining the Department of Water Supply and Sanitation (DWSS) 
mandate and organizational structure. 
 
The main components of the project loan are (i) improving and expanding 
the water supply and sanitation infrastructure, (ii) capacity building and 
institutional strengthening, and (iii) project management and 
implementation support. 
 
Expected Outputs and Outcomes 
The expected outcomes are provision and sustainable operation of better 
water supply and sanitation services through infrastructure expansion and 
improvement of management and operation among concerned 
institutions.  
 
The expected outputs are:  
(i) sector governance and strengthening the institutional framework 

improved, 
(ii) a sector wide strategy and plan for urban water supply and 

sanitation prepared,  
(iii) DWSS mandate and organizational structure defined, 
(iv) water supply and sanitation infrastructure improved and 

expanded in emerging towns,. 
(v) capacity of Water Supply User’s Committee (WSUC)s built and 

institutions strengthened, 
(vi) project management support provided. 
 

Crop Diversification and 
Commercialization Project 

Impact  
Reduction in poverty in the rural communities of 22 districts from the mid-
western, the far-western , and central development regions and economic 
growth through promotion of commercial agriculture and market-led 
production of high value crops. 
 
Major Components  
The project components will be assessed and finalized during PPTA and 
loan processing. It is envisaged that the Project will have the following 
components: (i) production pocket area development and farmers group 
support, (ii) promotion of private extension services, (iii) promotion of 
client-oriented research; (iv) production and marketing infrastructure 
support; and (v) project management services. 
 
Expected Outputs and Outcomes 
The outcome will be more efficient production, marketing, and processing 
of high-value crops, including fresh vegetables and vegetable seeds, fruit 
(e.g., banana, citrus, walnut, and mango), spices (e.g., ginger, turmeric, 
garlic, and chilies), fisheries, potatoes, legumes (e.g., chickpea, lentil, 
pigeon-pea, soybean, groundnut, and rajma bean), oilseeds (e.g., 
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Project Name Description 
mustard, rapeseed, and sunflower), and aromatic rice.  
 
Food security will be addressed especially for poor, socially and 
geographically excluded farmers. Staple food crops such as rice, maize, 
and wheat will reviewed, but the selection of crops will mainly be based 
on market demand and production feasibility. 
 
To be assessed in detailed and finalized during the PPTA and the loan 
processing, the expected project outputs are (i) establishment of 
sustainable production pocket areas and growth centers; (ii) institutional 
services and support to the farmer groups; (iii) developed private 
extension services; (iv) strengthened regional institutions (laboratories, 
training centers, and agriculture resource centers) for providing essential 
services; and (v) developed production and marketing infrastructure 
including micro-irrigation, feeder roads, farm machinery, marketing and 
post-harvest operations.  
 

Civil Aviation Sector Project Impact 
The impact of the Project will be the improved quality of Nepal air 
transport services, as well as the enhancement of the manner in which 
they are administered and managed.  
 
Major Components 
(i) Infrastructure improvements of TIA and other regional and remote 

airfields including installation/upgrading of air navigation 
equipment  

(ii) Institutional capacity development of Civil Aviation Authority of 
Nepal (CAAN) and  

(iii) Involvement of private sector in the development of Civil Aviation 
Sector 

 
Expected Outputs and Outcomes 
(i) Deficiencies of airport operation in terms of management, 

capacity, viable operation, safety will be addressed  
(ii) Navigation, communications, surveillance, and other equipment, 

both terrestrial and satellite based, required to support future 
national air transport operations will be installed at TIA 

(iii) Institutional capacity of CAAN will be enhanced 
(iv) Private sector will be involved in possible financing of the 

potential areas in civil aviation including ownership, operation, 
rehabilitation, maintenance, and management. 

(v) Management of Nepal Airlines will be restructured and 
strengthened 

 
Source: Asian Development Bank. 
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Table A3.4: Summary Information on Proposed Indicative Nonlending Products and 
Services for 2009 

 
Project Name Description 
Crop Diversification and 
Commercialization Project 
(PPTA) 

Impact  
Reduction in poverty in the rural communities of 22 districts from the mid-
western, the far-western, and central development regions and economic 
growth through promotion of commercial agriculture and market-led 
production of high value crops. 
 
Major Components  
The project components will be assessed and finalized during PPTA and 
loan processing. It is envisaged that the Project will have the following 
components: (i) production pocket area development and farmers group 
support, (ii) promotion of private extension services, (iii) promotion of 
client-oriented research; (iv) production and marketing infrastructure 
support; and (v) project management services. 
 
Expected Outputs and Outcomes 
The outcome will be more efficient production, marketing, and processing 
of high-value crops, including fresh vegetables and vegetable seeds, fruit 
(e.g., banana, citrus, walnut, and mango), spices (e.g., ginger, turmeric, 
garlic, and chilies), fisheries, potatoes, legumes (e.g., chickpea, lentil, 
pigeon-pea, soybean, groundnut, and rajma bean), oilseeds (e.g., 
mustard, rapeseed, and sunflower), and aromatic rice.  
 
Food security will be addressed especially for poor, socially and 
geographically excluded farmers. Staple food crops such as rice, maize, 
and wheat will reviewed, but the selection of crops will mainly be based 
on market demand and production feasibility. 
 
To be assessed in detailed and finalized during the PPTA and the loan 
processing, the expected project outputs are (i) establishment of 
sustainable production pocket areas and growth centers; (ii) institutional 
services and support to the farmer groups; (iii) developed private 
extension services; (iv) strengthened regional institutions (laboratories, 
training centers, and agriculture resource centers) for providing essential 
services; and (v) developed production and marketing infrastructure 
including micro-irrigation, feeder roads, farm machinery, marketing and 
post-harvest operations.  
 

Highland Livelihood 
Development Project (PPTA) 

Impact  
Reduction in the poverty of marginalized highland communities by 
developing viable strategies, options, packages of practices, and 
expertise for enhanced ecosystem services and rural livelihoods through 
applied research and capacity building for community-based integrated 
watershed management. 
 
Major Components  
The TA will be implemented in three phases and will (i) analyze the 
potential for sustainable participatory watershed management practices 
with integrated livelihood options in highland areas of Nepal; (ii) formulate 
a participatory watershed management plan, including detailed activities 
for selected watersheds; and (iii) prepare an investment project proposal 
for enhancing mountain livelihoods based on sustainable watershed 
management practices. 
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address social exclusion, one of the key underlying causes of high poverty. A clear definition of 
“disadvantaged” groups and criteria for disadvantaged group mapping will improve targeting of 
socially excluded groups. The TYIDP has given priority to social inclusion in all development 
areas and has provisioned targeted programs for excluded groups. ADB will expand its efforts 
and initiatives for social inclusion in alignment with the TYIDP. Community empowerment and 
inclusive public service delivery will be prioritized in ADB assistance in order to include the 
poorest and most socially excluded.   
 
D. Risk Assessment 

 
67. Risk assessment covers three governance themes—public financial management, 
procurement, and corruption control—that are critical for enhancing development effectiveness 
and poverty reduction in Nepal. 
 
 1. Public Financial Management 
 
68. The Government assessed public financial management in FY2007 using the public 
expenditure and financial accountability methodology developed by a consortium of international 
institutions to assess and benchmark public financial management performance. The 
assessment16 revealed a system that is well designed, but unevenly implemented. It concluded 
that the budget had become a credible policy tool, linked to sector policies in some degree, with 
a solid control of aggregates, and a reasonable control framework at the transaction level 
(notably for payrolls). However, there are gaps in the control framework and significant 
implementation constraints. Large fiscal activities remain outside the scope of the central 
government budget. The public financial management system is weakened by low demand from 
both the Government and external stakeholders for better information and management. The 
World Bank’s review of Nepal’s public finances concluded that the performance of fiscal 
discipline was generally positive but (i) lack of monitoring of fiscal risks (including those related 
to donor funding) is creating significant uncertainties, (ii) poor capital budget preparation and 
implementation weakens the Government’s capacity to make the best use of existing finances, 
(iii) weak sector strategies inhibit medium-term financial management, and (iv) weak 
reconciliation of revenue accounts reduces available resources.17 There are critical weaknesses 
in the strategic allocation of resources, cash releases and devolution of resources, and 
management of public finance. Local public financial management in Nepal is weak because of 
poor government commitment, the tiny revenue base and limited allocation of grants, unclear 
roles and responsibilities, overly constrained guidelines and funding mechanisms, and 
insufficient reporting from the center to the local bodies.     
 
69. The Government’s public financial management assessment identified the following 
strengths and gaps in seven thematic areas.  
 

(i) Credibility of the budget. The budget is credible at the aggregate level for 
revenue and recurrent expenditure. However, the capital budget falls chronically 
short. The credibility of the budget is undermined by significant deviations in 
expenditure composition and the fact that large fiscal activities remain outside it.       

(ii) Comprehensiveness and transparency. The budget is based on a solid 
classification system and is transparently published. However, more information 

                                                 
16 Government of Nepal. 2007. Public Expenditure and Financial Accountability: Public Financial Management 

Performance Measurement Framework 2007. Kathmandu.   
17 World Bank. 2007. Managing Public Finances for a New Nepal. Washington, DC.   
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is needed on fiscal activities of many development funds and boards, and local 
governments (these are covered by annual audit reports but not by the budget 
itself or by public reports).   

(iii) Policy-based budgeting. Significant progress has been made on policy-based 
budgeting with the rolling out of Medium Term Expenditure Framework (MTEF) 
and the development of the business plans of several sectors. Major weaknesses 
include (a) non-engagement of political leadership in MTEF and budget 
preparation, (b) inadequate engagement in or understanding of MTEF by mid-
level and junior civil servants, and  
(c) uneven links between annual budgets and MTEF.   

(iv) Predictability and control in budget execution. Predictability has improved 
with prioritization of projects and guarantee of cash releases to high-priority 
projects.  Payroll controls are well developed and new procurement legislation 
and regulations have been approved. However, implementation of the control 
framework for nonsalary expenditures is weak. The internal audit system does 
not meet international standards, overlooks systems review, and its 
implementation is very unreliable at the district level. There is little monitoring of 
the actual expenditures and outputs of service delivery units. On the revenue 
side, accounting of revenues and services to taxpayers needs to be improved 

(v) Accounting, recording, and reporting. Cash-based accounting practices are 
well established and accounts are frequently reconciled, with the exception of 
revenue accounts. However, incomplete computerization weakens timeliness 
and quality of accounts. Annual reporting and financial statements are timely and 
of acceptable quality. There are no national public sector accounting standards 
and accounting policies do not always match international standards. As a result, 
the financial statements prepared by the line ministries, Financial Comptroller 
General’s Office and Auditor General’s Office (AGO) do not reconcile because 
the accounting system does not record noncash transactions.  

(vi) External scrutiny and audit. Annual financial statements are audited in a timely 
way by an independent AGO. Its annual report is discussed by the Public 
Accounts Committee of Parliament. However, follow-up activities to clear 
irregularities are weak and systemic weaknesses are not corrected. 

(vii) Donor practices. Although the Government approved a foreign aid policy in 
2002, much remains to be done to implement the principles in it. The quality of 
financial information provided by donors is weak and less than 50% of aid 
received by Nepal uses the national procedures.   

  
 2. Public Procurement  
 
70. There have been significant improvements in the public procurement system in recent 
years. A new Procurement Act was approved in December 2006 and gazetted in January 2007. 
It provides for a more transparent and competitive procurement and bidding process for goods, 
civil works and services, and is in line with international procedures such as those of the United 
Nations Commission for International Trade Law. The procurement regulations were revised 
and approved in August 2007. The Government has established a Public Procurement 
Monitoring Office (PPMO) in the Office of the Prime Minister and Council of Ministers to 
institutionalize accountability and transparency. The Government has identified the following 
challenges to the effective implementation of the new law and regulations:18 (i) capacity building 
and creating knowledge and awareness of the law and improvements in procurement 
                                                 
18 Government of Nepal. 2008. Public Expenditure and Financial Accountability Assessment. Kathmandu. 
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procedures among government officials, the general public, and the private sector; (ii) 
institutional strengthening of the PPMO, including creation of a complaints review mechanism; 
(iii) adoption of prescribed procedures and practices, including e-procurement; and (iv) 
establishing monitoring and reporting mechanisms.     
 
71. An assessment of Nepal’s public procurement system using the Organization for 
Economic Cooperation and Development Assistance Committee baseline indicator methodology 
was undertaken jointly by the Government and the World Bank from July 2006 to February 
2007. It assessed 12 indicators under four pillars: (i) legal and regulatory basis for procurement, 
(ii) institutional architecture, (iii) operation of the system and the competitiveness of the national 
market, and (iv) integrity of the procurement system (footnote 28).The assessment of the 
legislative and regulatory framework and the integrity of the public procurement system 
concluded that these two pillars have partially achieved triggers and benchmarks but some 
procedural deficiencies still exist. Key weaknesses were related to two indicators: 
mainstreaming of the public procurement system and its integration into the public sector 
governance system, and functioning of the public procurement market. The assessment of 
public financial management also evaluated “competition, value for money and controls in 
procurement”. The report concluded that the new procurement legislation had positive features 
aligned with the best international practices, but its implementation was yet to be tested. Key 
risks included: (i) lack of government officials with experience and expertise in implementing the 
new legal and regulatory provisions, especially at the subnational level; (ii) lack of capacity and 
resources in the PPMO to translate policy provisions into procurement practices and culture;  
(iii) opposition to the new law by the domestic construction industry; (iv) cumbersome review 
process caused by provisions requiring Cabinet approval for contract variations exceeding 15%; 
and (v) lack of incentives for executing agencies to carry out good procurement.     
 
 3. Corruption Control 
 
72. Despite the enactment of numerous laws and the establishment of anticorruption 
agencies, corruption remains a key governance challenge. The Government enacted four laws 
in 2002: the Corruption Control Act, Special Court Act, Organization and Regulation of Political 
Parties Act, and the Impeachment Act. It also amended the Commission for the Investigation of 
Abuse of Authority (CIAA) Act, giving it substantial power to investigate corruption cases. Nepal 
signed the UN Convention against Corruption (UNCAC) in December 2003 but is yet to ratify it. 
The Special Court and the National Vigilance Centre have been established but anticorruption 
institutions generally are largely ineffective because they target low-level bureaucrats, lack 
consistency in approach and jurisdiction, and their functions overlap. Compliance with 
anticorruption laws is weak and there is a widespread atmosphere of impunity. 
 
73. Since 2006, anticorruption provisions have featured prominently in various political 
agreements signed between the Government and the Maoists (e.g., in the 12-point agreement 
signed in November 2005, the Comprehensive Peace Agreement signed in December 2006, 
and the 23-point consensus signed in December 2007). The provisions specifically refer to 
taking strong punitive action against corrupt public officials, as does the Interim Constitution. It 
has also broadened the jurisdiction of CIAA and it is now authorized to initiate actions against 
the judiciary and army officials. New laws with anticorruption provisions include: Public 
Procurement Act and Regulations, 2007; Promoting Market Competition Act, 2006; Rights to 
Information Act, 2007; Special Court Act, 2002 (amended in 2007), and Anti-Money Laundering 
Act 2008.   
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74. Nepal’s position in the Transparency International global corruption perception index has 
declined from 90 in 2004 to 131 in 2007 as countries have been added to the index. Nepal’s 
score is 2.5 out of 10 (Transparency International classifies countries scoring less than 3 as 
”corruption rampant”). According to the World Bank Institute19, control of corruption in Nepal has 
worsened since 1996, with a slight recovery in 2002 (because of new anticorruption laws and 
high profile actions initiated by the CIAA). There are widespread complaints of rampant 
corruption in public service delivery due to poor accountability and transparency.  
 
75. The main gaps and risks in corruption control are as follows: 
 
 a. Legislative and Policy Framework 

(i) Delay or even nonratification of UNCAC.  
(ii) Absence of political will and determination to implement anticorruption 

policies, strategies, and activities.  
 
 b. Institutional Framework and Capacity 

(i) CIAA remains inactive due to nonappointment of chief commissioner and
 commissioners. In addition, its institutional capacity remains weak.  
(ii) The National Vigilance Centre lacks a clear mandate and operational 

freedom. Its institutional capacity is weak. 
(iii) The adjudication process at the Special Court is slow and ineffective. The 

planned expansion of the Special Court needs to be implemented and its 
capacity enhanced.   

 
 c. Anticorruption Operations and Instruments 

(i) In the prevailing transitional situation, there is a risk of politicizing the 
anticorruption agenda to discipline political opponents or to secure public 
positions on the basis of political connections.  

(ii) There is excessive reliance on a punitive approach; more needs to be 
done on preventive and promotional approaches.  

(iii) Preoccupation with petty corruption is a high priority while the impact of 
invisible and more enduring grand corruption is ignored.   

(iv) Absence of elected representatives in the local bodies for a long period 
has been a major set back to combating local corruption. 

 
 d. Public Perception 

(i) Growing public cynicism against the anticorruption drive may reduce their 
effectiveness. 

(ii) The public continues to blame bureaucrats as the main source of 
corruption while ignoring the role of politicians and the private sector in 
corrupt deals.  

 

                                                 
19 World Bank Institute. Control of Corruption. www.govindicators.org. 
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REGIONAL CONSULTATIONS—A SUMMARY OF FINDINGS 

 
I. Background 
 
1. Regional consultations were carried out between 14 January and 24 March 2008 in all 
five development regions in order to (i) assess the ground realities and local stakeholder 
perceptions of the underlying assumptions of the Asian Development Bank (ADB) country 
strategy and program (CSP), 2005–2009 in the changed political context, (ii) provide feedback 
on the implementation of the CSP so far, and (iii) provide feedback for reviewing the continued 
relevance of the strategic thrust of the CSP.    
 
2. Participants in the consultations represented civil society and included representatives of 
the Dalit community, freed bonded-laborers, and other marginalized groups; nongovernment 
organizations; ADB project staff at the central and district level; representatives of political 
parties; former elected members of the local government; government officials from district and 
central levels; professionals; academics; media; and the private sector. In total, 124 participants 
representing 55 out of the 75 districts of Nepal took part. In addition representatives from the 
National Planning Commission and the Ministry of Finance also participated actively in the 
discussions.  
 
II. Findings  
 
 A. On the Relevance of ADB’s Strategies and Priorities 
 
3. Compared with 2003, participants were more aware of and highly positive toward ADB’s 
development efforts in Nepal. Participants appreciated that the CSP had encompassed much of 
the development needs identified during the 2003 regional consultations. In particular, they were 
satisfied with ADB’s work in the road, water supply and sanitation, education, and agriculture 
and livestock sectors. Participants were also aware of and appreciative of ADB’s participatory 
approaches and efforts toward inclusive development.  
 
4. Participants suggested ways to improve the strategy and make it more effective, 
especially at the implementation level. Across the five development regions, citizens were now 
demanding more emphasis on quality in development efforts. For example, in the transport 
sector, a common voice from the far-west to the east was that roads should not be built in haste; 
roads constructed should be paved; and road development programs should be delivered as a 
package, inclusive of awareness-raising and income-generating activities. Further, participants 
felt that more focus should go into alternatives such as railways, ropeways and waterways. 
They encouraged ADB to explore these possibilities and make them an integral component of 
programs to connect different parts of the country. Participants gave the highest priority to the 
development of north–south transport corridors.  
 
5. For education, many of the participants said that, alongside training teachers, ADB 
should also pay attention to improving the physical environment of schools by investing in 
school infrastructure. Participants also stressed the need to expand skills for employment 
programs, focusing both on local needs and opportunities, as well as on foreign employment.  
 
6. Participants from the mid- and far-west regions voiced concerns that more development 
programs should be brought to their regions. It was also stressed that access to finance needed 
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to be extended to the remotest parts of the country and not to be limited to the urban and semi-
urban areas.    
 
7. It was also commonly believed that, despite ADB’s commendable efforts to embrace an 
inclusive approach to development, the poorest of the poor and the most disadvantaged groups 
were still being left out to a great extent. Suggestions were made to develop specific programs 
or mechanisms within projects targeting Dalits and other marginalized groups so that the 
poorest of the poor could be reached more effectively. 
 
8. More effective monitoring and evaluation mechanisms were also stressed. Participants 
suggested developing local networks for monitoring all ADB supported projects. Operation and 
maintenance mechanisms and funds need to be in place from the very beginning of projects to 
ensure their sustainability.    
 
9. On transparency and accountability, most participants argued that more effort was 
needed. Across the five regions, participants pointed out that ADB needed to have more 
programs on good governance. 
 
10. Participants also took the view that ADB should give more attention to (i) tourism 
infrastructure development in the hills and mountains; (ii) continued expansion of paved road 
networks, including alternative access projects such as railways, ropeways, waterways, and 
airports, giving maximum priority to connection of district headquarters and north–south access 
routes; (iii) energy development, including micro-, medium- and large-scale hydropower 
projects; (iv) vocational and technical education, focusing on both international and domestic 
markets; (v) information and communication technology; (vi) commercialization of agriculture 
and market extension, including the production, processing, and marketing of valuable 
medicinal and aromatic herbs; (vii) revival or development of new agro-based industries in the 
Terai; and (viii) awareness raising programs to curb social ills.  
 

B. On the Current Sociopolitical Environment for Development 
 
11. Participants across the five regions felt that the end of the armed conflict had resulted in 
a better understanding and collaboration among the various political actors and had created 
favorable conditions for development work. People were very relieved that the conflict had 
ended and had high expectations that the upcoming constituent assembly elections would bring 
lasting peace and ensure inclusive development. However, in some instances the law and order 
situation was reportedly deteriorating and impunity was on the rise. This was particularly true in 
the Terai districts. 
 
12. It was also regularly stated that previously marginalized groups had become more aware 
of their rights and had organized themselves to play a more proactive role in the nation’s politics 
and development efforts. This had resulted in unprecedented opportunities for those previously 
left behind to become an integral part of the mainstream.  
 
13. In view of the fluidity of the current political scenario, the conflict-sensitive approach 
adopted by the CSP was still very relevant in the near future. As suggested by many 
participants, it is important to invest in awareness-raising programs to bring reality to political 
rhetoric. As cautioned by many of the participants, the hopes of the people are riding high. If the 
political leadership and the Government fail to deliver their dreams or convince them to be 
patient, it was possible that the nation could spiral into another conflict. 
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 D. On Challenges to Effective Service Delivery 
 
14. Participants, particularly in the mid- and far-west, identified inaccessibility as one of the 
major reasons for poor service delivery. Common views across the five regions included  
(i) insufficient participatory processes at grassroots level in the planning process leading to 
centralized and politicized decision-making at the center; (ii) lack of education and awareness of 
beneficiaries, and in particular lack of proper information on marginalized groups and the 
poorest of the poor, leading to less than satisfactory inclusion of these groups in the 
development process; and (iii) lack of effective monitoring and evaluation processes.  
 
15. The absence of locally elected members in the local bodies was identified as the key 
constraint to decentralized governance of the state, as envisaged by the Government. 
Participants argued that this had led to nontransparent and often ad hoc politically motivated 
decision-making as opposed to decision-making on the basis of effective planning. While some 
believed that this had opened up the door for local level decision-making, others felt that 
consensus was often difficult to reach with so many voices. More importantly, as these decision-
makers are not elected, they are not accountable to the people when things go wrong.          
 
16. Particularly in the mid- and far-west, members of marginalized groups such as the freed 
bonded-laborers felt strongly that their issues needed to be given priority. They said that the 
Government had not addressed their needs once they were freed from bonded labor. This will 
be particularly important when addressing resettlement of the affected people to be displaced by 
large development projects such as hydropower projects. 
 

 


