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I. RECENT POLITICAL AND SOCIAL DEVELOPMENTS 
 

1. The coalition Government of the seven-party alliance and the Communist Party of 
Nepal/Maoist (CPN/M) signed an historic Peace Accord on 21 November 2006. The accord 
ended the 11-year-long violent insurgency and opened a pathway towards lasting peace and 
sustainable development in Nepal. The peace process was further advanced with the formation 
of the new eight-party House of Representatives (the House) on 15 January 2007, which 
included representatives of the CPN/M. On the same day, the House passed a new Interim 
Constitution, marking the beginning of a peaceful, inclusive, and prosperous “new Nepal”. Of 
particular significance was the common commitment to work toward the social and economic 
transformation of the country, which is essential for sustaining the peace process and 
addressing the root causes of the conflict.  
 
2. However, the Interim Constitution drew immediate criticism from the madeshi (traditional 
residents of the terai [lowlands]) and janjati (indigenous) groups for not being sufficiently 
inclusive, and was followed by violent protests in the eastern terai region and peaceful 
demonstrations with some blockades by the janjati groups. Responding to their demands, the 
Government amended the Interim Constitution in March 2007 to ensure the (i) establishment of 
a federal system through constituent assembly elections, (ii) addition of electoral constituencies 
on the basis of population, and (iii) formation of a commission to delimit the constituencies and 
ensure proportional inclusion of indigenous and underprivileged groups in all state agencies or 
departments.  
 
3. The agitating parties remained dissatisfied with the amendments and continued to 
pressure the Government through strikes and other actions, demanding greater inclusiveness 
and the establishment of an ethnicity-based federal state structure, with the right to self 
determination. There have also been increasing disturbances and bandhs (general strikes) in 
the terai region, some of which have turned violent. While the deteriorating situation in the terai 
is mainly due to clashes between opposing factions and ethnic-cum-regional issues relating to 
problems of exclusion and power-sharing mechanisms, it has complicated Nepal’s difficult 
political transition. 
 
4. An Interim Government (the Government), including the CPN/M, was formed on 1 April 
2007. This marked another fundamental and long awaited milestone in the peace process. With 
the inclusion of the CPN/M in the Government, including the leadership of several key ministries 
responsible for development activities, it is hoped that opportunities for donor partners to pursue 
development activities will increase. The Government was formed on the basis of the underlying 
commitment to hold Constituent Assembly (CA) elections on 20 June 2007 (as agreed by the 
eight parties). However, the Election Commission expressed its inability to hold free and fair 
elections by the original date due to the lack of electoral legislation and the poor law and order 
situation.  
 
5. The second amendment to the Interim Constitution to reflect the new election date was 
approved on 13 June 2007 by the Interim Legislature. Accordingly, the Cabinet meeting on 24 
June 2007 decided to hold the CA elections on 22 November 2007. The amendment also 
included, provisions for (i) abolishing the monarchy by a two-thirds parliamentary majority, (ii) 
allowing registration of no-confidence motions against the Prime Minister once every six 
months, (iii) removing the Prime Minister by a two-thirds parliamentary majority, (iv) 
parliamentary hearings on the appointment of Supreme Court justices and ambassadors, and 
(v) barring blacklisted persons from participating in the elections. 
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6. In response to the rising violence in the terai, the Government formed a committee and 
formally requested the agitating groups to come to the negotiating table to find a political 
solution to their grievances. The Government has held talks with representatives of the Madhesi 
Janadhikar Forum and Nepal Federation of Indigenous Nationalities, among others. The 
discussions have focused on issues relating to the socioeconomic discrimination prevailing in 
Nepal, and ensuring proportional representation for underprivileged and marginalized groups in 
state mechanisms. These talks have made some progress in reducing strikes and street 
protests. However, there are risk and uncertainty until the issues are addressed and the 
constituent assembly elections are held. 
 
7. Meanwhile, United Nations (UN) Arms Monitors have completed registration of CPN/M 
combatants and their arms in the seven cantonments, including registration of weapons held by 
CPN/M outside the camps for the security of their leaders. In accordance with the tripartite 
(Government-CPN/M-UN) agreement on management of arms and armies, the Nepalese Army 
and the CPN/M have both placed an equivalent number of weapons in secure locked storage. A 
Nepal Peace Trust Fund has been established by the Government to cover costs of: (i) 
management of the camps and reintegration of ex-combatants, (ii) rehabilitation of internally 
displaced people, (iii) elections to the constituent assembly, (iv) strengthening of the law and 
order situation and police administration, and (v) support to the overall peace process. The UN 
has also established a Peace Fund to complement the Government’s Trust Fund and facilitate 
coordinated support from donors for urgent peace process tasks. 
 
8. Nepal has made significant progress in poverty reduction and poverty incidence has 
declined from 42% in 1996 to 31% in 2004. However, poverty levels are unevenly distributed 
among various caste and ethnic groups and by region. For example, poverty in rural areas 
remains much higher than in urban areas. Despite the decade long conflict, Nepal has also 
made progress on some of the millennium development goals (MDGs), such as those related to 
poverty, gender equality, tuberculosis, and child mortality. Although some improvement has also 
been made in primary education, maternal health, and HIV/AIDs, the corresponding MDG 
targets in these areas are unlikely to be met by 2015. However, with the end of the conflict and 
the peace process in progress, development space has increased considerably in Nepal, and 
the country has the opportunity to accelerate progress on poverty reduction and achievement of 
the MDGs. 
 
 

II. CONSISTENCY OF THE BUSINESS PLAN WITH THE COUNTRY STRATEGY  
AND PROGRAM 

 
9. The political and security context in Nepal has changed since the preparation of the 
Nepal Country Strategy and Program (CSP, 2005–2009) in 2004 and its review last year. The 
decade-long conflict has come to an end and the country is moving toward lasting peace, but 
the underlying causes of poverty remain unchanged. The CSP was prepared following a 
thorough assessment of the root causes of poverty and conflict, which were primarily deep-
seated social exclusion, large socioeconomic and regional inequalities, lack of economic 
opportunities, poor governance, and the unmet expectations of the people. The conflict-
sensitive implementation strategy adopted in the CSP has facilitated effective and safe 
implementation of ADB’s operations during the conflict period.  
 
10. Since Nepal’s Tenth Five Year Plan (FY2003–FY2007) ends in mid-July 2007, the 
Government is preparing a three-year interim development plan (IDP)—rather than an Eleventh 
Five Year Plan—to address development challenges during the transitional period. The IDP 
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preliminarily aims to attain gross domestic product growth of 5.5% per annum and lower poverty 
incidence to 24%. The IDP also targets average annual growth of 3.6% for the agriculture sector 
and 6.5% for the non-agriculture sector while limiting the inflation to 5.6%. The main strategies 
identified for the IDP are broad-based economic prosperity, good governance in development 
activities and service delivery, and inclusive development. These strategies represent a 
continuation of the Government’s Tenth Plan and its main focus of poverty reduction, and thus 
remain consistent with the CSP. 
 
11. The Government has appealed to the donor community for increased budgetary support 
and assistance in view of its prioritized development agenda. However, undertaking complex 
reforms involving major institutional restructuring and legislative actions have proven to be 
difficult in the short term, due to the difficult political transition. 
 
12. The potential for long-term strategic development in Nepal and pursuit of the CSP’s 
objectives has increased as a result of the peace accord, the interim constitution, and formation 
of the parliament (represented by the eight parties, including CPN/M). However, Nepal will 
remain in a conflict environment until a lasting peace is achieved. Therefore, ADB will continue 
to carefully monitor the peace process, follow a conflict-sensitive approach in its operations, and 
closely coordinate with other donors.  
 
 

III. INDICATIVE LENDING AND NONLENDING PROGRAMS 
 
A. Indicative Lending Program 
 
13. As a result of the inclusion of the Rural Reconstruction and Rehabilitation Sector 
Development Program ($98.35 million) in 2007 and the ensuing slippage of the Power Sector 
Development Program I and Rural Employment Generation Sector Development Program to 
2008, the 2008 lending program was further revised, as the total program exceeded the 
country’s expected annual allocation. The actual lending program will be subject to the results of 
the Country Performance Assessments and Asian Development Fund (ADF) availability. As 
ADF IX comes to an end in 2008, the allocations for 2009 and 2010 will depend on the outcome 
of the next ADF replenishment. A tentative figure of $85–$90 million has been used as a 
possible indicative planning figure (IPF), based on the most recent allocations. 
 
14. The tentative country program for 2008–2010 was discussed and preliminarily agreed 
with the Government. However, given the challenges and political milestones ahead, the 
program will need to retain maximum flexibility and the 2010 pipeline in particular should be 
considered indicative at this stage. The 2008–2010 program includes ten firm and two standby 
projects in the agriculture, education, finance, transport and communications, energy, water 
supply, sanitation and waste management, and law, economic management, and public policy 
sectors (Table 1). Support in these sectors is crucial to address acute poverty and is also 
aligned with the Government’s priority sectors. The program is also in line with Medium-Term 
Strategy II (2006–2008) priority sectors and subsectors. Table 3 provides summary information 
on the proposed lending program for 2008. 
 
15. Nepal continues to be eligible for 50% of its ADF allocation in the form of grants. The 
2007 IPF of $131.5 million comprises $77.45 million from the annual allocation, $8 million grant 
carryover from 2006, and $45.9 million from reallocation of cancellations and savings. Fifty 
percent of the annual allocation ($77.45) million will be approved as grants. Further, a new ADF 
grants framework to align with the International Development Association (IDA) 14 grant 
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framework is being proposed and is likely to be submitted for approval in the third quarter of 
2007. Under the current proposal, Nepal would have access to 100% ADF grant-financing for 
2007–2008, but the biannual allocations for 2007–2008 would be subject to a 20% volume 
discount that would reduce the allocation from $157.45 million to $125.96 million. Necessary 
adjustments will be made to the 2007–2008 program once the new grants framework is in place. 
 
16. Grants may be allocated to either stand-alone projects or to blended projects with both 
loan and grant financing with distinct grant-funded activities. Accountability obligations under 
grant financing have been fully discussed with the Government, and the latter has expressed its 
firm commitment to these obligations. In particular, ADF grant financing will allow the 
Government to continue its poverty reduction initiatives much more effectively. 
 
B. Indicative Nonlending Program 
 
17. The proposed nonlending program for 2008–2010 comprises 12 project preparatory 
technical assistance (PPTA) projects, 8 institutional development TA (IDTA) projects and 3 
economic, thematic, and sector works (Table 2). The proposed annual IPF for the nonlending 
program is up to $4.0 million. Apart from the ADF trust funds and the Japan Special Fund, other 
trust funds available within ADB and cofinancing will be explored. The programmed nonlending 
activities focus on (i) providing support to strengthen the institutional capacity of the 
Government, and (ii) preparing the future lending program. Table 4 provides summary 
information on the proposed nonlending program for 2008. 
 
C. Summary of Changes in Lending and Nonlending Program 
 
18. The lending and nonlending program for 2008–2010 has been adjusted to reflect the 
Government’s priorities in the current transitional period, the expected annual allocation, 
performance of specific sectors, and project preparedness.   
 
19. The Power Sector Development Program I ($30 million) and Rural Employment 
Generation Sector Development Program ($15 million) are firm for 2008. In effect, subsequent 
projects have been delayed to later years. Given that the political transition, including decisions 
on the federal or decentralized structure of government, will take at least 1–2 more years, the 
Governance Reform and Decentralization Cluster Program (subprogram 1) is now considered 
standby for 2008 and firm for 2009. 
 
20. The Education Sector Cluster Program (subprogram 3) has been moved from standby 
2009 to firm 2009 and the program amount revised to $35 million following the Government’s 
request. In view of the performance of the sector, Kathmandu Valley Water Distribution, 
Sewerage, and Urban Development has been moved from 2009 to 2010. At the Government’s 
request, Secondary Towns Integrated Urban Environmental Improvement for $25 million has 
been included in 2010, and due to constraints in the country’s ADF allocation, Civil Aviation 
Sector Development for $25 million has been postponed to 2010. 
 
21. Decentralized Rural Infrastructure and Livelihood II (previously planned for 2010) has 
been considered for reprogramming in later years since most of the activities to be covered by 
the project will be supported under the Rural Reconstruction and Rehabilitation Sector 
Development Program.  
 
22. The PPTA and subsequent loan for Rural Finance Sector Development Cluster Program 
II ($16 million) have been included in 2009 and 2010, respectively. Water Supply, Sanitation, 
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and Quality Management in Emerging Towns has been renamed as Improving the Quality of 
Water Supply, Sanitation, and Urban Service Delivery of Emerging Towns; the PPTA and loan 
are programmed for 2007 and 2009, respectively. The PPTA on Sustainable Rural Livelihoods 
and Watershed Management in Highlands of Nepal has been moved to 2009. At the 
Government’s request, the PPTA for Agribusiness (2009) has been replaced by PPTA for Crop 
Diversification and Commercialization. 
 
23. The IDTA on Energy Efficiency through Loss Reduction has been moved to 2008 from 
2007, while a new IDTA project has been included in 2007: Public Private Partnership in the 
Energy Sector. To support implementation of the Rural Employment Generation Program, a 
new Market-based Livelihood Development IDTA project has been included in 2008. In view of 
the implementation progress of the ongoing Urban Environmental Improvement Project, PPTA 
for the Secondary Towns Integrated Urban Environmental Improvement project has been 
postponed to 2008. PPTA for Improving the Quality of Water Supply, Sanitation and Urban 
Service Delivery of Emerging Towns has been advanced to 2007. PPTA for the Power Sector 
Development Program II and the Inclusive Financial Sectors Development Program have been 
moved to the 2010 firm nonlending program. PPTA for the Governance Reform and 
Decentralization Cluster Program (subprogram 2) is included in 2010 with the subsequent loan 
as 2010 standby. 
 
24. Three new IDTA projects—Capacity Building of Central Bureau of Statistics, Capacity 
Building for Tariff Review and Setting, and Strategic Development for Rural Electrification—
have been included in the 2008, 2009 and 2010 nonlending programs, respectively. In addition, 
at the Government’s request, the budgeted amounts for TA for the Decentralized and 
Community-based Water Management Project and Development of the Environment Master 
Plan have been increased by $100,000 each.  
 
 

IV.  INDICATIVE INTERNAL RESOURCE REQUIREMENTS 
 
25. It is estimated that about 20 staff years will be required to effectively deliver the 2008–
2010 lending and nonlending programs. 
 
 

V. RESULTS-BASED PERFORMANCE MONITORING AND EVALUATION 
 
26. The CSP includes a framework comprising monitoring indicators for evaluation and 
midcourse adjustments if needed. The CSP’s results framework was updated in March 2007 
with information obtained from the National Planning Commission (NPC) and the relevant line 
ministries. 
 
27. The NPC and some key ministries (e.g., finance, education and sports, and local 
development) have taken the lead in adopting a “managing for development results” (MfDR) 
approach to public sector management. The Government has taken some encouraging steps to 
develop core elements of results-based management for planning, budgeting, implementation, 
and monitoring. The Government has started poverty-based resource allocation to local bodies, 
and is strengthening the monitoring and evaluation system in key ministries to streamline 
results-based management. Following establishment of a poverty monitoring and analysis 
system at the central level, the Government has prepared a district poverty monitoring and 
analysis system for assessing development interventions and their local impact.  
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28. While steps are being taken to implement MfDR nationally, they are yet to be fully 
institutionalized and adapted for sectoral and local MfDR implementation. The Government’s 
limited institutional capacity for results management at different levels poses a risk to the 
implementation of these approaches. There is a need to effectively link macro-, meso-, and 
micro-level initiatives in the results-based planning and implementation process. Government 
efforts need to be significantly strengthened to implement MfDR mechanisms, focusing more on 
longer-term development outcomes and impacts rather than on immediate inputs and outputs, 
particularly at the sectoral and local levels. Therefore, long-term institutional and human 
capacity building of the Government is needed to implement MfDR at all levels. 
 
29. ADB is assisting the Government via two TA projects to (i) assess MfDR readiness, 
develop an MfDR strategy, adopt MfDR as a public sector management practice, and 
institutionalize MfDR approaches within (a) NPC, (b) some key line ministries such as the 
Ministry of Physical Planning and Works and the Ministry of Local Development, and (c) four 
district development committees; and (ii) strengthen monitoring and evaluation systems and 
capacity. An MfDR readiness assessment of two ministries, one department, and one district 
development office has been completed, and strategies are being developed to institutionalize 
MfDR. The NPC has been engaged in ADB’s MfDR community of practice (a virtual learning 
network). ADB is collaborating with other key donor partners in supporting the Government’s 
efforts to reorient its reform and development agenda to achieve results and harmonize donor 
practices—particularly results monitoring and evaluation—as a key part of their overall 
assistance. ADB is also supporting the NPC to adopt results-based approaches in the 3-year 
IDP. 
 
30. The 2006 country portfolio review mission, conducted jointly by the Government, Japan 
Bank for International Cooperation, the World Bank, and ADB, was a results-based exercise. 
The review assessed whether ADB’s portfolio has been effectively contributing to CSP 
outcomes and discussed the necessary corrective actions for achieving better results. 
Preparation of sector results profiles (SRPs) was an important output of the review; SRPs have 
been prepared for those sectors in which ADB provides significant assistance in all developing 
member countries falling under ADB’s South Asia Department (i.e. Bangladesh, Bhutan, India, 
Maldives, Nepal and Sri Lanka). Sectors include (i) transport and communications; (ii) energy; 
(iii) education, agriculture and rural development; (iv) finance and governance; and (v) water 
supply, sanitation and urban development.  
 
31. Results-based programming and implementation is a long-term reform process, but 
initial developments have been encouraging. Design and monitoring frameworks for all ongoing 
projects have been revised to make them more results-based, enabling review missions to 
better assess and report on project outputs. Furthermore, as part of the SRPs, annual sector 
targets are being determined in consultation with lead sector specialists. These actions will 
facilitate assessment of ADB’s contribution in a specific sector and help ensure that the project 
outputs and outcomes are better aligned to CSP results frameworks. A comprehensive 
assessment of the trends in sector performance will be undertaken during the midterm review of 
Nepal’s CSP, which is scheduled for 2008. 
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VI. COUNTRY PARTNERSHIP STRATEGY RESULTS FRAMEWORK 

Pillar I: Broad-Based Economic Growth 
 

CSP Strategic Focus Medium-
term 
Goalsa 

Intermediate 
Outcomes b 

Intermediate 
Indicatorsc 

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor
-ing 

Data 
Source 

Sources of 
Information 

• Length of 
additional SRN 
constructed 
(km) 

1,625 113 93 98 152 1,025 Yearly DOR DOR, 2006 • Expanded 
national road 
network 

• Length of 
additional SRN 
paved/sealed 

3,237 190 188 90 183 1,764 Yearly 
 

DOR DOR, 2006 

• Increased 
number of 
districts 
connected 
through road 
network 

• Number of 
district HQs 
connected by 
roads 

60 60 60 60 63 70 Yearly 
 
 
 
 

DOR DOR, 2006 

• Enhanced air 
transport 
services 

 

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

4 6 0 1 0 15 Yearly CAAN CAAN, 
2006 

• Improved 
access of 
communication
s services to 
VDCs 

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

 

0 15 4 5 0 1,500 Yearly NITC NITC, 2006 

• Achieve 
annual 
averag-
e 
growth 
rate of 
6.2% 
during 
2002–
2007 

• Improved 
connectivity 
of 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 
intermediar-
ies 

• Improved 
business 
environment 

• Affirmative 
policies for 
regional 
development 

• Implementation 
of Regional 
Development 
Strategy 

— — — — — Regional 
development 

strategy  
incorporated 
in the 3 Year 
Interim Plan 

5 yearly NPC NPC 
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CSP Strategic Focus Medium-
term 
Goalsa 

Intermediate 
Outcomes b 

Intermediate 
Indicatorsc 

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor
-ing 

Data 
Source 

Sources of 
Information 

• Improved 
corporate and 
financial 
governance  

• Initiation of 
power sector 
restructuring 
and NEA 
unbundling in 
Nepal 

— — — — — Off-grid rural 
electrification 

started. 
NERC 

established. 
Electricity 

generation, 
transmission 

and 
distribution 

function 
separated 

and 
streamlined. 

Yearly NEA NEA 

• Streamlined 
registration and 
licensing of 
firms 

37 37 37 — — Completed 
 

Yearly 
 

MOIC 
 

NPC, 2005 
 

• Enhanced 
financing 
services 

— — — — — Completed 
by FY2008 

Yearly ADB ADB 
TA3580-

NEP Report 
2003,T-2.9 

• Improved legal 
environment 

 

— — — — — Promulgation 
of CFG laws 

(FY2006) 

Yearly MOF MOF 

   

• NRB, SEBO, & 
CRO 
strengthened 

— — — — — Completed 
by FY2006 

Yearly NRM MOF 

• Improved 
access to key 
inputs, outputs, 
and markets 

• Expanded rural 
road network 

• Length of 
additional local 
roads 
constructed 
(km)  

2,361 905 840 934 987 FY2010 
21,000 

Yearly DoLIDAR NPC, 2006 Achieve 
annual 
average 
agricult-
ural 
growth of 
4.1% by 
2007 

• Increased 
agricultural 
production 

• Increased 
agricultural 
income and 
employment 
opportunities 
of rural 
people 

• Increased 
access to year-
round irrigation 

• Additional area 
under year-
round irrigation 
(ha) 

4,71,005 4,379 6,358 6,599 — FY2010 
46,200 

Yearly DOI NPC, 2002 
MOWR, 

2006 
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CSP Strategic Focus Medium-
term 
Goalsa 

Intermediate 
Outcomes b 

Intermediate 
Indicatorsc 

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor
-ing 

Data 
Source 

Sources of 
Information 

• Increased rural 
electrification 
ratio 

• Proportion of 
households 
electrified 
(cumulative %) 

40 42 44 46 48  Yearly NEA NPC, 2006 

• Cash crop/total 
agriculture GDP 
ratio 

32 32 29 30 28 FY2010 
32 

Yearly DOA MOA, 2006 

• Total 
marketable 
surplus of the 
agricultural 
produce         
(mt ‘000)  

800 76 213 400 326 FY2010 
627 

Yearly DOA MOA, 2006 

• Increased 
commerciali-
zation of 
agriculture 

• Strengthened 
rural financial 
services 

• Increased cash 
crop and 
livestock 
production 

• Livestock (total 
agriculture GDP 
ratio) 

32.4 30.8 32.8 32.8 33.8 FY2010 
41.5 

Yearly DLS MOA, 2006  

• Rural 
Microfinance 
Development 
Center 
Disbursements 
(NRs million) 

66 137 119 321 298 432 Yearly RMDC RMDC, 
2006 

• ADBN 
Disbursements 
(NRs million) 

— — 2,294 2,702 — 3,106 Yearly ADBN ADBN, 
2005 

  • Expansion of 
rural credit 
availability 

• ADBN NPL 
level 

— — 37 34 — 24 Yearly ADBN ADBN, 
2005 

— = not available, ADBN = Agriculture Bank of Nepal, CAAN = Civil Aviation Authority of Nepal, CBS = Central Bureau of Statistics, CRO = Chief Registrar’s Office, CSP = 
country strategy and program, CFG = Corporate and Financial Governance, DoLIDAR = Department of Local Infrastructure Development and Agricultural Roads, DOI = 
Department of Irrigation, DOR = Department of Roads, DLS = Department of Livestock Services, FY = fiscal year, GDP = gross domestic product, ha = hectare, km = kilometer, 
mt = metric tones, MOF = Ministry of Finance, MOIC = Ministry of Industry and Commerce, NEA = Nepal Electricity Authority,  NERC = Nepal Electricity Regulatory 
Commission, NITC = Nepal Information Technology Centre, NPL = non-performing loans, NRB = Nepal Rastra Bank, NRs = Nepalese rupees, RMDC = Rural Microfinance 
Development Centre, SEBO = Securities Board, SRN = Strategic Road Network, VDCs = village development committees. 
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. 
Source: Relevant government agencies. 
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 Pillar II: Inclusive Social Development 
 

CSP Strategic Focus Medium-
term Goals Intermediate 

Outcomes  
Intermediate 

Indicators  

Tracking 
Indicators  

Baseline 
FY02/10th Plan 

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor-
ing 

Data 
Source 

Sources of 
Information 

• Net enrollment 
ratio in primary 
school (%) 

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

• % of learning 
achievement at 
grade 5 

— — 52.4 57 — 59  Yearly MOES, 
ASIP 

MOES 

• Increased 
proportion of 
trained teachers 

• Proportion of 
trained teachers 
(%) 

16.2 17.4 30.5 45 — 50 Yearly MOES 
 

NPC, 2005 

• Improved 
access to 
vocational 
training 

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

3.8 4.6 6.5 6 — 9.6 Yearly MOES MOES 

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

71.6 72.8 73.5 74.8 76.9 83 Yearly 
 

MPPW NPC, 2006 

• Improve 
the 
availabili-
y 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 50 Yearly MPPW NPC, 2005 

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

• Increased 
economic and 
social benefits 
to women and 
excluded 
groups 

 

• Increased 
participation of 
women and 
disadvantaged 
groups in 
development 
projects 

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

— — 25 35 35 70 Yearly Staff 
calculation

ADB 
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— = not available, ASIP = Annual Strategic Implementation Plan, CSP = country strategy and program, FY = fiscal year, MOES = Ministry of Education and Sports, MOGA = 
Ministry of General Administration, MPPW = Ministry of Physical Planning and Works and NPC = National Planning Commission.  
Source: Relevant government agencies. 

 

CSP Strategic Focus Medium-
term Goals 

Intermediate 
Outcomes  

Intermediate 
Indicators  

Tracking 
Indicators  

Baseline 
FY02/10th Plan 

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor-
ing 

Data 
Source 

Sources of 
Information 

• Increased 
representation 
of women and 
disadvantaged 
groups in civil 
service 

• Number of 
women, dalits 
and janjatis in 
civil service 

 

8,008 8,042 — — — 10,000 Yearly MOGA NPC, 2005   

• 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 32 (FY2006) Yearly MOES NPC, 2006 
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 Pillar III: Good Governance 
 

CSP Strategic Focus Medium-
term 
Goals 

Intermediate 
Outcomes  

Intermediate 
Indicators  

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor-
ing 

Data 
Source 

Sources of  
Information 

• Implementation 
of affirmative 
action measures  

• Number of 
applications from 
women, dalits 
and janjatis for 
civil services 
position (‘000) 

24.6 55.2 38.2 23.3 — 50 Yearly MOGA NPC, 2005 

• Measures to 
promote inclusion 
and 
decentralization 

   Civil 
Servi-
ce 
Ordin-
ance 
promu-
lgated 

 Local Service 
Act to be 

promulgated 
in FY2006 

 MOGA MOGA 

• Number of 
districts with full 
devolution 

— — — — — 14 in FY2006 Yearly MLD MLD 

• Number of DDCs 
with citizen 
charters 

— 43 54 75 75 Completed Yearly MLD NPC, 2006 

• Progressive 
devolution of 
services delivery 
responsibilities  

 

• Number of 
schools 
transferred to 
community 

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

Yearly MOES NPC, 2006 

• Increased 
development 
resources to 
local bodies 

• Proportion of 
conditional grant 
in total 
development 
budget of districts 
(%) 

— — — 40.79 57 3 Yearly MLD NPC, 2006 

• Promote 
people-
centered 
and 
inclusive 
govern-
ance 

• Enhance 
quality 
and 
efficiency 
of public 
services 

• Promote 
decentr-
alization 

• Enhanced local 
participation 

• Enhanced 
participation and 
empowerment 
of excluded 
groups 

• Enhanced 
capacity of 
local organiza-
tions 

• Sound local 
management 
and greater 
resource 
transfers 

• Increased share 
of internal 
resources to total 
development 
budget of the 
districts 

 — — — — — — Yearly MLD NPC 
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CSP Strategic Focus Medium-

term 
Goals 

Intermediate 
Outcomes  

Intermediate 
Indicators  

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor-
ing 

Data 
Source 

Sources of  
Information 

• Number of 
complaints to 
CIAA 

2,522 3,966 3,732 — — 5,000 Yearly CIAA NPC, 2005 • Increased 
number of 
corruption cases 
prosecuted and 
convicted 

• Number of cases 
prosecuted/con-
victed 

162 211 183 — — 500 Yearly CIAA NPC, 2005 

• Legislation on 
anti-money 
laundering 
promulgated 

— — — — — To be 
promulgated 
in FY2007 

Yearly MOF MOF • Anticorruption 
institutions 
strengthened 

• Monitoring of 
income 
declaration 
established and 
random checks 
conducted 

— — — — — NVC to 
develop 

monitoring 
mechanism in 

FY2006 

Yearly NVC NPC 

• National Vigilance 
Center 
established and 
technical audits 
conducted 

— Estab-
lished

8 13 — 35 in FY2006 Yearly NVC OPMCM 

• Prevent 
corruption 

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

• Strengthened 
anticorruption 
institutions 

• Transparent 
allocation of 
budget 

• Technical audit 
agencies 
established and 
made 
operational 

• Project-based 
social audits 
conducted in 
districts 

— — 37  37 — MLD to 
monitor public 

hearing by 
local bodies 
from FY2006

Yearly MLD MLD 

— = not available, CIAA = Commission for Investigation of Abuse of Authority, CSP = country strategy and program, DDC = district development committee, FY = fiscal year, MOF 
= Ministry of Finance, MOGA = Ministry of General Administration, MLD = Ministry of Local Development, NPC = National Planning Commission, NVC = National Vigilance Centre, 
OPMCM = Office of the Prime Minister and Council of Ministers. 
Source: Relevant government agencies. 
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Pillar IV: Mechanisms to Deliver Results 
 

CSP Strategic Focus Medium-
term 
Goals 

Intermediate 
Outcomes  

Intermediate 
Indicators  

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor-
ing 

Data 
Source 

Sources of  
Information 

• 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 

 — Yearly NPC/ MOF NPC, 2006 

• Improved 
development 
impact 

• Promulgation of 
Procurement 
Law 

— — — Draft 
law 

prep-
ared 

Law 
enact

ed 

— Yearly ADB ADB 

• Harmonized 
standard bidding 
documents 

— — — Draft 
SBD 
prep-
ared 

— Finalize and 
use the SBD 

Yearly ADB ADB • Aligning and 
harmonizing 
procurement 
procedures 

• Use of results 
framework in key 
line ministries 

— — — — — 2 Yearly ADB ADB 

• Enhance 
efficient 
and 
effective 
utilizatio-
n of 
resourc-
es 

• Improved 
management 
of public 
spending 

• Strengthened 
country 
ownership and 
commitment 

• Enhanced 
development 
effectiveness 
of ADB 
operations 

• Institutionaliza-
tion of RBM 
practices in key 
line ministries 

• Number of 
districts 
completing and 
updating DPPs 

—  
 

52 52 
 

52 52 75 Yearly 
 

MLD NPC, 2006 

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

810 810 842.5 810 1,010 900 Yearly MLD NPC, 2006 • Improve 
service 
delivery 

• Enhanced 
institutional 
capacity of 
pubic bodies 
and civil 
society 
institutions 

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

• Increased 
number of 
quality district 
plans prepared 

 
• Proportion of 

ADB supported 
projects being 
implemented in 
partnership with 
NGOs and 
CBOs 

 

— — 64 64 — 64 Yearly ADB ADB 
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CSP Strategic Focus Medium-
term 
Goals 

Intermediate 
Outcomes  

Intermediate 
Indicators  

Tracking 
Indicators  

Baseline 
FY02/10th 

Plan  

FY03 FY04 FY05 FY06 Milestones/ 
Targets 
FY2007 

Monitor-
ing 

Data 
Source 

Sources of  
Information 

• Strengthened 
public/social 
audit system 
at local level 

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

 

• Proportion of 
ADB supported 
projects being 
implemented in 
partnership with 
private sector 

— — — 13 — 13 Yearly ADB ADB 

— = not available, ADB = Asian Development Bank, CBO = community based organization, CSP = country strategy and program, DDC = district development committee, DPP = 
district periodic plan, FY = fiscal year, MOF= Ministry of Finance, MLD = Ministry of Local Development, NGO = nongovernment organization, NRs = Nepalese rupees, P1; P2; P3 
= Priority, 1, 2, and 3, SBD = standard bidding document, RBM = results based monitoring. 
Source: Relevant government agencies. 
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ppendix 1 

Table 1. Indicative Assistance Pipeline for Lending Products and Services, 2008—2010 
 

    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    
2008 Firm             

Energy            
Power Sector Development 
Program I 

GI ECG SAEN 2004 50.0  30.0  30.0 10.0 10.0 

   Subtotal     50.0  30.0  30.0 10.0 10.0 
 Finance            

Rural Employment Generation 
Sector Development Program 

TI ECG/REG/
PSD 

SAGF 2003 24.8  15.0  15.0 3.8 6.0 

   Subtotal     24.8  15.0  15.0 3.8 6.0 
Transport and Communications            

North-South Fast Track Road 
Connectivity 

GI ECG/ISD SATC 2006 90.0  35.0  35.0 20.0 35.0 

   Subtotal     90.0  35.0  35.0 20.0 35.0 
    Total     164.8  80.0  80.0 33.8 51.0 
            
2008 Standby             

Law, Economic Management and 
Public Policy 

           

Governance Reform and 
Decentralization Cluster Program 
(subprogram 1) 

GI ECG/GOV/ 
ISD 

SAGF 2006 46.3  30.0  30.0 6.3 10.0 

Subtotal     46.3  30.0  30.0 6.3 10.0 
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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    
2009 Firm             

Education            
Education Sector Cluster 
Program (subprogram 3) 

TI ISD/GAD SANS 2007 43.8  35.0  35.0 8.8 0.0 

Subtotal     43.8  35.0  35.0 8.8 0.0 
Law, Economic Management and 
Public Policy 

           

Governance Reform and 
Decentralization Cluster Program 
(subprogram 1) 

GI ECG/GOV/ 
ISD 

SAGF 2006 46.3  30.0  30.0 6.3 10.0 

Subtotal     46.3  30.0  30.0 6.3 10.0 
Water Supply, Sanitation and 
Waste Management 

           

Improving the Quality of Water 
Supply, Sanitation, and Urban 
Service Delivery of Emerging 
Towns  

TI ISD SAUD 2007 25.0  20.0  20.0 5.0 0.0 

Subtotal     25.0  20.0  20.0 5.0 0.0 
Total     115.1  85.0  85.0 20.1 10.0 

2009 Standby             
Transport and Communications            

Civil Aviation Sector 
Development 

GI ECG/ISD/ 
PSD 

SATC 2007 41.3  25.0  25.0 6.3 10.0 

 Subtotal     41.3  25.0  25.0 6.3 10.0 
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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 a            

Finance            
Rural Finance Sector 
Development Cluster Program II 

GI ECG SAGF 2009 16.0  16.0  16.0 0.0 0.0 

 Subtotal     16.0  16.0  16.0 0.0 0.0 
Transport and Communications            

Civil Aviation Sector 
Development 

GI ECG/ISD/ 
PSD 

SATC 2007 41.3  25.0  25.0 6.3 10.0 

 Subtotal     41.3  25.0  25.0 6.3 10.0 
Water Supply, Sanitation and 
Waste Management 

           

Kathmandu Valley Water 
Distribution, Sewerage, and 
Urban Development 

GI ISD SAUD 2006 30.0  20.0  20.0 10.0 0.0 

Secondary Towns Integrated 
Urban Environmental 
Improvement 

GI ISD SAUD 2008 30.0  25.0  25.0 5.0 0.0 

 Subtotal     60.0  45.0  45.0 15.0 0.0 
Total     117.3  86.0  86.0 21.3 10.0 

2010 Standby             
Agriculture and Natural 
Resources 

           

Decentralized and Community 
Based Water Management  

TI ECG/ISD SANS 2008 25.0  20.0  20.0 5.0 0.0 

Subtotal     25.0  20.0  20.0 5.0 0.0 
Law, Economic Management 
and Public Policy 

           

Governance Reform and 
Decentralization Cluster Program 
(subprogram 2) 

GI ECG/GOV/ 
ISD 

SAGF 2010 35.0  20.0  20.0 5.0 10.0 

Subtotal     35.0  20.0  20.0 5.0 10.0 
            

  — = not available, ADB = Asian Development Bank, ADF = Asian Development Fund, CAD = Capacity Development, ECG = Sustainable Economic Growth, ENV = 
Environment 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.  
a  2010 program is considered tentative since given the nature of the transition the country is going through and the challenges ahead, one to two years time horizon 
has been considered for programming. 
Source: Asian Development Bank estimates. 
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Table 2. Indicative Assistance Pipeline for Nonlending Products and Services, 2008—2010 
   

   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2008 Firm        
 Agriculture and Natural Resources        
  1. Decentralized and Community-based Water 

Management Project 
SANS PP tbd 700.0 tbd 200.0 900.0 

  2. Development of the Environment Master Plan SANS ID TASF 500.0 tbd 0.0 500.0 
   Subtotal    1,200.0  200.0 1,400.0 
 Energy        
  1. Energy Efficiency through Loss Reduction SAEN ID TASF 500.0 tbd 200.0 700.0 
   Subtotal    500.0  200.0 700.0 
 Finance        
  1. Market-based Livelihood Development (piggybacked 

to Rural Employment Generation Sector Development 
Program) 

SAGF ID TASF 600.0 tbd 200.0 800.0 

   Subtotal    600.0  200.0 800.0 
 Law, Economic Management and Public Policy        
  1. Strengthening Capacity for Managing for Development 

Results 
NRM ID TASF 600.0 tbd 250.0 850.0 

  2. Capacity Building of Central Bureau of Statistics NRM ID TASF 300.0 tbd 0.0 300.0 
  3. Quarterly Economic Update NRM ETSW — —   — 
   Subtotal    900.0  250.0 1,150.0 
 Water Supply, Sanitation and Waste Management        
  1. Secondary Towns Integrated Urban Environmental 

Improvement  
SAUD PP tbd 700.0 tbd 120.0 820.0 

   Subtotal    700.0  120.0 820.0 
          
   Total    3,900.0  970.0 4,870.0 
          
2008 Standby        
 Law, Economic Management and Public Policy        
  1. Governance Reform and Decentralized Service 

Delivery (piggybacked TA) 
SAGF ID TASF 500.0 tbd 500.0 1,000.0 

  Subtotal    500.0  500.0 1,000.0 
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   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount   Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
2009 Firm        
 Agriculture and Natural Resources        
  1. Crop Diversification and Commercialization SANS PP TASF 450.0 tbd 100.0 550.0 
  2. Empowerment of Women and Excluded Groups SANS PP tbd 450.0 tbd 300.0 750.0 
  3. Sustainable Rural Livelihoods and Watershed 

Management in the Highlands of Nepal 
SANS PP TASF 500.0 tbd 200.0 700.0 

   Subtotal    1,400.0  600.0 2,000.0 
 Education        
  1. Skills for Employment II SANS PP TASF 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 500.0 tbd 200.0 700.0 
   Subtotal    500.0  200.0 700.0 
 Finance        
  1. Rural Finance Sector Development Cluster Program II SAGF PP tbd 500.0   500.0 
   Subtotal    500.0   500.0 
 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. Governance Reform and Decentralized Service 

Delivery (piggybacked TA) 
SAGF ID TASF 500.0 tbd 500.0 1,000.0 

  2. Quarterly Economic Update NRM ETSW — —   — 
   Subtotal    500.0  500.0 1,000.0 
          
   Total    4,000.0  1,600.0 5,600.0 
          
2009 Standby        
 Law, Economic Management and Public Policy        
  1. Governance Reform and Decentralization Cluster 

Program (subprogram 2) 
SAGF PP tbd 400.0   400.0 

  Subtotal    400.0   400.0 
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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 a        
 Energy        
  1. Power Sector Development Program II SAEN PP tbd 500.0   500.0 
  2. Strategic Development for Rural Electrification SAEN ID TASF 600.0   600.0 
   Subtotal    1,100.0   1,100.0 
 Finance        
  1. Inclusive Financial Sectors Development Program SAGF PP tbd 500.0   500.0 
   Subtotal    500.0   500.0 
 Law, Economic Management and Public Policy        
  1. Governance Reform and Decentralization Cluster 

Program (subprogram 2) 
SAGF PP tbd 400.0   400.0 

  1. Quarterly Economic Update NRM ETSW — —   — 
   Subtotal    400.0  — 400.0 
 Water Supply, Sanitation and Waste Management        
  1. Community Based Water Supply and Sanitation 

Sector II  
SAUD PP tbd 400.0 tbd 200.0 600.0 

   Subtotal    400.0  200.0 600.0 
          
   Total    2,400.0  200.0 2,600.0 
          

— = 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. 
a  2010 program is considered tentative since given the nature of the transition the country is going through and the challenges ahead, one to two years time horizon 
has been considered for programming. 
Source: Asian Development Bank estimates. 
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Table 3.  Summary Information on Proposed 2008 Indicative Lending Products 
 
Project Name Description 
Power Sector Development 
Program I 

Goal  
The electrification ratio in Nepal is 20% nationally and only 5% in rural 
areas. This project will extend electricity supply to more rural people, and 
where feasible will develop off-grid rural renewable energy. Provision of 
electricity will reduce poverty and disparities between rural and urban 
standards of living. The project will reinforce and develop electricity 
distribution in existing service areas. 
 
Major Components  
The project will provide rural electrification by extension of the integrated 
grid; strengthen the distribution network of the Nepal Electricity Authority 
(NEA) or, after any restructuring, its successor companies; and develop 
rural renewable electricity supplies for remote off-grid communities. Only 
renewable energy that is practical, feasible, sustainable, and cost-
effective will be financed. The project will finance rural electrification and 
strengthen the distribution system. 
 
Expected Results  
The project will improve electrification ratios and make electricity available 
to about 800,000–1,000,000 more rural people. It will strengthen 
distribution in existing service areas to supply load growth. 
 

Rural Employment 
Generation Sector 
Development Program 

Goal  
The goal of the program is poverty reduction and livelihood improvement 
through facilitation of gainful employment opportunities, which contributes 
to rehabilitation and lasting stability in Nepal. The main purpose of the 
program is to facilitate rapid absorption of the rural unemployed or 
underemployed into formal sector labor markets, so as to realize 
significant improvement in livelihoods, and reduce poverty in peri-urban 
and rural areas. The main target beneficiaries are women, disadvantaged 
groups, conflict-affected people, and marginal and/or landless farmers. 
 
Major Components 
The tentatively proposed program components include: (i) overseas 
employment development, (ii) skills training for employment, (iii) income 
generating activities and microenterprise development, and (iv) direct 
employment generation through government-supported programs. 
Accordingly, program outputs are expected in: (i) overseas employment 
opportunities combined with financial product and training supports; (ii) 
skills upgrading, especially for women, for semi-skilled employment 
markets; (iii) microfinance and skills training support for 
microentrepreneurship development; and (iv) financial and operational 
support for government employment-generation policies and programs.  
 
Expected Results 
The program envisages significant employment-generation impacts for 
the peri-urban and rural population, who otherwise have very limited 
prospects to engage in formal or agricultural sector employment. The 
expected key results are: (i) improved livelihood and reduced poverty 
incidence among the target beneficiaries through new employment and 
income-generating opportunities; (ii) reduced unemployment and 
underemployment rates among the low income and poor population in the 
target areas; (iii) active private enterprises that meet the needs of 
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underserved rural communities and generate employment; and (iv) more 
active public and private employment promotion activities, especially for 
overseas employment. 
 

North-South Fast Track 
Road Connectivity 

Goal  
The overall goal of the project 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 the country, in order to promote economic growth, better 
access to rural produce, domestic and regional trade, a key to poverty 
reduction. 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 project outputs will comprise (i) an investment program 
consisting of a north-south fast track road, to be newly constructed 
between Kathmandu to Terai, and slope stabilization from Kodari to 
Kathmandu, part of the north-south corridor, which will be economically 
viable, technically feasible, and socially and environmentally sound, in the 
context of the 20-year Road Master Plan and with reference to the road 
sector Mid-Term 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 as part of a safe and efficient transport mode, and (ii) the 
capability of local contractors to improve and maintain the roads. The 
project will assist the Government and the Asian Development Bank 
(ADB) formulate a possible financing program. 
 
Expected Results  
The expected results of the project include improved access to major 
economic activities, (ii) increased domestic and international trade, (iii) 
enhanced capacities of DOR and (iv) increased 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.  
 



 Appendix 4 

 

24 

 Table 4. Summary Information on Proposed 2008 Indicative Nonlending Products 
 

Project Name Description 
Decentralized and 
Community-Based Water 
Management Project (project 
preparatory technical 
assistance [PPTA]) 

Goal  
The project goal is to promote inclusive economic growth, poverty 
reduction, and sustainable management of water and land resources. Its 
specific objective is to improve agricultural productivity and sustainability 
by improving access to irrigation, focusing on marginal and smallholders 
with little access to irrigation, through community-based and/or private 
minor or micro irrigation, with strong, demand-driven stakeholder 
involvement and a decentralized approach.  
 
Major Components  
The project will comprise (i) developing community-based or private minor 
or micro irrigation for the poor (including groundwater and surface water 
systems with water-harvesting techniques); (ii) renovating minor farmer-
managed irrigation systems through local bodies; (iii) sustaining the 
institutionalization of irrigation management transfer of a limited number 
of government-managed irrigation systems; and (iv) policy and 
institutional strengthening of water resources management and irrigation 
service delivery, including operation of integrated water resources 
management in priority river basins. Community-based irrigation 
interventions will include (i) establishment and/or strengthening of water 
user associations, (ii) provision of credit (for minor and/or micro irrigation) 
and/or irrigation infrastructure, and (iii) agricultural extension and rural 
livelihood enhancement support.   

 
Expected Results  
The project will reduce poverty through (i) increased agriculture 
production, (ii) more jobs, (iii) improved food security, and (iv) community 
empowerment. The project will protect the natural environment by 
reducing pressure on forests and non-irrigated lands. Policy and 
institutional frameworks for integrated water resources management and 
irrigation service delivery will be improved, thereby sustaining natural 
resources management in the selected river basins, and reducing the 
Government’s recurrent budget for operation and maintenance of existing 
irrigation schemes.   
 

Development of the 
Environment Master Plan 
(institutional development 
[ID]TA) 
 

Goal  
The goal of the technical assistance (TA) is to attain sustainable 
economic development and conservation of the natural environment with 
judicious natural resources utilization and effective management systems. 
Its specific purpose is to set out actions and programs that (i) contribute to 
effective environmental management with sound environmental 
governance and pollution control; and are (ii) supported by an enabling 
legal and regulatory framework, public awareness, adequate institutional 
capacity on the part of agencies concerned, data collection and an 
information base.  
 
Major Components 
The TA will comprise (i) a broad review of the natural resource base, the 
status of the natural environment, and of ongoing and planned programs 
for improving environmental management; (ii) assessment of policy, legal, 
and regulatory frameworks and of institutional performance and capacities 
of the agencies concerned (including the consistency of sectoral and 
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Project Name Description 
environment policies and programs); (iii) identification of comprehensive 
action agendas, preparation of programs (including resource 
requirements) and actions to address those agendas (including cross-
sectoral and donor coordination to enable the implementation of the 
primary TA output—a national environmental master plan). The TA will 
adopt a consultative and participatory approach with concerned ministries 
and departments, civil society groups, other stakeholders, and external 
funding agencies, with associated media and awareness campaigns as 
deemed appropriate. Significant inputs will be sought from the national 
experts within those relevant organizations to frame the specific actions 
and programs, which the TA will facilitate. The master plan will provide (i) 
specific directions for further policy and institutional reforms and/or 
actions for sustainable environmental management; (ii) institutional 
strengthening programs for the agencies concerned, at national and local 
levels, to assist them in carrying out their designated organizational 
functions; (iii) high-priority investment programs to address specific 
environmental agendas, which may be supported by the Asian 
development Bank (ADB) or any other external agencies in combination 
with the policy/institutional support.   
 
Expected Results  
The TA will produce an environmental master plan including policy and/or 
institutional reforms, and capacity-strengthening and investment 
programs, which is backed by a comprehensive environmental status and 
policy and/or institutional review. The TA is also expected to result in 
increased awareness of environmental management issues, policies, 
strategic directions and actions, as contained in the master plan. 
Coordination among the national and local agencies concerned will also 
be strengthened through the regular interactions of and significant inputs 
from those organizations in preparing the master plan.  

 
Energy Efficiency through 
Loss Reduction (IDTA) 

Goal  
High losses in the Nepal Electricity Authority’s (NEA) system are an 
ongoing problem. NEA’s losses totaled 24.8% in 2005, up from 22.9% in 
2003, and significantly higher than the covenanted (20.0%) in the ADB 
loan that is currently being implemented. Despite many studies, system 
losses have not been reduced. The TA will analyze the root causes of 
technical and non-technical system losses.  
 
Major Components  
The TA will develop a comprehensive time-bound loss-reduction plan 
addressing the findings and recommendations of a root-cause analysis for 
technical and nontechnical system losses. The TA will identify the 
physical investment needs for the next 5 years to reduce system losses, 
which will be included as a component under the ADB loan now in 
preparation.  
 
Expected Results  
Reduction in system losses to agreed 20% in the next 5 years. 
 

Market-based Livelihood 
Development (IDTA, 
piggybacked Rural 
Employment Generation 

Goal  
The goal of the TA project is rural economic development and livelihood 
improvement through promotion of private business investments for 
employment generation and welfare improvement impacts. The purpose 
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Sector Development 
Program) 

is to develop and implement strategies to induce private business 
investments that cater to the special needs of the poor and low income 
people (i.e., the bottom of the pyramid [BOP] market), provide goods and 
services that are affordable for this segment of the population, and 
generate employment in production, distribution and marketing. 
 
Major Components  
The TA will (i) develop strategies to facilitate private sector investment in 
the BOP market, (ii) conduct discussions, seminars and information 
dissemination sessions to identify potential participating private 
enterprises, and (iii) implement a package scheme to promote BOP 
market investments, including capacity development and training, market 
assessment, business and product identification, and partnership 
development with formal and semi-formal community-based 
organizations. 
 
Expected Results  
The majority of poor and low income people in rural areas are denied 
access to various goods and services, (e.g. such as financial products, 
consumer goods, and communication services) that are normally 
available for wealthier urban-based populations. The effect of this is low 
livelihood utilities, high transaction costs in daily life and restricted 
productive activities. By promoting commercial investments that specially 
cater to the rural sector, the TA is expected to result in improved 
livelihoods and enhanced opportunities for productive activities of poor 
and low income rural households. 
 

Secondary Towns Integrated 
Urban Environmental 
Improvement (PPTA) 

Goal  
Following the framework and precedents to be established under the first 
Urban and Environmental Improvement Project, which covers nine 
secondary towns surrounding Kathmandu, the TA will facilitate 
sustainable urban management, in identified urban growth centers 
outside Kathmandu, by addressing critical urban development and 
environmental improvement needs. The TA will also focus on the 
institutional strengthening of municipalities concerned and urban poverty 
reduction measures in identified secondary towns. 
 
Major Components  
The TA will be implemented in three phases, and will (i) analyze urban-
based regional economic growth potential, spearheaded by high-growth 
(or high-growth potential) secondary towns (about 6–10 secondary towns 
that are urban growth centers outside Kathmandu will be included in the 
TA); (ii) formulate urban growth strategies for the identified secondary 
towns; and (iii) prepare an investment project proposal for facilitating 
urban-based regional economic growth, while maintaining and improving 
the environment of these secondary towns and the surrounding rural 
areas. The investment project will cover the provision of basic urban 
infrastructure and services—such as water supply, solid waste 
management, human waste management, drainage or flood control, 
urban roads, transport or traffic management, and urban land 
management—and include targeted poverty-reduction measures, such as 
support for small urban enterprises and community facilities. Monitoring 
and control mechanisms and related institutional strengthening measures 
will be proposed as well. 
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Expected Results  
The TA will prepare a project that is suitable for ADB financing. The TA 
will also prepare a proposal that is suitable for Japan Fund for Poverty 
Reduction financing, which is to be integrated administratively under the 
ADB-financed project. 
 

Strengthening Capacity for 
Managing for Development 
Results (IDTA) 

Goal  
The overall objective of the TA is to strengthen the capacity of the 
Government to institutionalize Managing for Development Results (MfDR) 
in the National Planning Commission (NPC), ministries and district 
development committees where MfDR has already been implemented. 
The TA will also help Government implement MfDR in new ministries and 
district development committees (DDCs) not included in the previous 
ADB-assisted TA4765-NEP: Operationalization of Managing for 
Development Results.   
 
Major Components 
The TA will (i) review implementation progress of TA4765, (ii) strengthen 
the capacity of NPC to monitor overall implementation of MfDR, (iii)  
extend implementation of MfDR in new sectoral ministries and DDCs, (iv) 
strengthen the monitoring and evaluation system, and (v) develop a 
sector-specific results framework. 
 
Expected Results  
Results will include increased institutional and technical capacity of NPC, 
sectoral ministries and DDCs in implementing and providing continuity to 
MfDR.   
 

Capacity Building of Central 
Bureau of Statistics (IDTA) 

Goal  
The Consolidated National Statistical Plan (CNSP) was prepared by the 
Central Bureau of Statistics (CBS) with assistance from ADB. CNSP 
plans to conduct a Nepal Living Standard Survey (NLSS) and a Nepal 
Labor Force Survey (NLFS) at regular 5–year intervals. So far two NLSSs 
(FY1995/96 and FY2003/04) and one NLFS (FY1998/99) have been 
completed. In view of the need to conduct a second NLFS (NLFS II), and 
as requested by CBS, the TA will provide assistance in conducting the 
survey planned for 2008.  
 
Major Components  
The tentatively proposed program components include: (i) support CBS in 
conducting NLFS II, (ii) strengthen the capacity of CBS field offices in 
data processing by providing training and equipment, (iii) support CBS in 
enhancing the information technology capacity of CBS, and (iv) enhance 
the survey capability of CBS by institutionalizing the CBS GIS unit. 
 
Expected Results 
The specific TA result and deliverables will be completion of the NLFS II 
and strengthened statistical capacity of CBS field offices for undertaking 
surveys and coordinating with the CBS main office. 
 

Source: Asian Development Bank. 
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