
NEPAL COUNTRY PARTNERSHIP STRATEGY (2010–2012), A BRIEF EXTENSION 
 

A. The Government’s and Asian Development Bank’s Development Strategies 

1. The Government of Nepal has adopted two 3-year interim plans (TYIPs): TYIP, FY2008–
FY2010 in July 2007 and TYIP, FY2011–FY2013 in July 2010 to succeed the Tenth Five-Year 
Plan, FY2003–FY2007. The TYIPs—formulated as transitional plans while a new constitution 
was being drafted for promulgation by May 2010)—are essentially an extension of the 10th plan, 
which embodies the government’s long-term poverty reduction strategy. Although shorter in time 
horizon, the TYIPs provide continuity to the 10th plan’s long-term objective by maintaining the 
focus on pro-poor and broad-based economic growth, good governance, increased investment 
in infrastructure development, and inclusive social development. Based on the peace process 
that began in November 2006, reconstruction and rehabilitation were an additional focus of the 
TYIPs to sustain peace.  
 
2. In view of Nepal’s evolving political transition and the importance of aligning with the 
government’s planning cycle, the Asian Development Bank (ADB) prepared the current country 
partnership strategy (CPS), 2010–2012 with a shorter time horizon of 3 years. The CPS was 
formulated in close alignment with the TYIP, 2008–2010, which was in the initial stages of 
implementation during CPS formulation, as well as with the Approach Paper for the TYIP, 2011–
2013.1 The CPS, endorsed by the Board in November 2009, is based on a rigorous assessment 
of Nepal’s development challenges, fundamental long-term development needs, and the 
strategic priorities and ADB’s comparative advantage as set out in its Strategy 2020. The 
strategic objectives of the CPS are broad-based and inclusive economic growth, inclusive social 
development, governance and capacity building, and climate change adaptation and 
environmental sustainability. These were to be achieved by focusing on six priority sectors—
agriculture and natural resources, education, energy, finance, transport and information and 
communication technology, and water supply and other municipal infrastructure and services. 
The development impact of these sector operations was to be enhanced by mainstreaming six 
thematic priorities—gender equity, governance, environmental sustainability, regional 
cooperation and integration, private sector development, and engagement of civil society and 
nongovernment organizations. In view of Nepal’s complex political transition and weak 
implementation capacity, the CPS incorporates risk mitigation measures—flexibility in 
operations, simpler project and reform program designs, and application of project screening 
tools.    
 
B. Implementation of the TYIPs and CPS 

3. The TYIPs have been implemented with generally progressive results. Economic 
growth averaged 4.5% during the plan period against the target of 5.5%. While overall 
macroeconomic stability was preserved, inflation exceeded the target (10.5% against the target 
of 5.6%), mainly due to high international food and oil prices. Notable progress was achieved in 
rural electrification, road transport, school enrollment, health, and the finance sector. However, 
progress was less satisfactory in agriculture, irrigation, energy, and trade and industry. 
Notwithstanding this, significant progress was achieved in poverty reduction (from 31% in 2004 
to 25% in 2011) and toward the Millennium Development Goals (with six of the eight goals likely 
to be achieved by 2015). A self-evaluation of implementation of the TYIP, FY2008–FY2010 
identified certain shortcomings—sector targets were overambitious relative to resource 
availability, capacity of implementing agencies was limited, and monitoring was weak. 
 
 
                                                 
1  While the Approach Paper was officially issued in June 2010, its preparation commenced in 2009, coinciding with 

preparation of the CPS, 2010–2012. 



4. Generally successful CPS implementation. The CPS has been strategically well-
positioned vis-à-vis the country context, particularly the government’s plans and priorities and 
ADB’s Strategy 2020. The assistance program during the CPS period was highly relevant to the 
strategic objectives of the CPS, and individual sectors and themes as reflected in the results 
frameworks, with a total resource envelope of $870 million. However, the efficiency of the CPS 
continued to face challenges, given the difficult implementation environment and capacity 
constraints of executing agencies, leading to delays in project implementation and compliance 
with policy conditions. Nevertheless, overall performance has been progressively improving, 
and achievement of outputs and outcomes is generally in line with the sector result targets, with 
likely sustainability of most projects. Overall, the CPS is assessed to have substantially 
contributed to achieving its own as well as the government’s development, sector, and thematic 
objectives.   
 
5. Notwithstanding this, the prolonged political transition and the associated frequent and 
disruptive political unrest have posed increased challenges for ADB operations in Nepal, in 
particular project implementation. Building on the risk mitigation plan embedded in the CPS 
(para. 2), ADB stepped up its efforts to support the government in addressing these challenges. 
The government is also making concerted efforts, in partnership with ADB and other key 
development partners, to improve portfolio performance and aid effectiveness under the 
framework of the annual Nepal portfolio performance review. ADB is systematically conducting 
quarterly portfolio review meetings and has made the annual country portfolio review missions 
more comprehensive.  
 
6. ADB's active portfolio of ADF loans and grants to Nepal, as of 30 June 2012, comprised 
16 loans and 24 grants with a net amount of $1.29 billion. Despite the difficult political and 
associated implementation environment, Nepal’s portfolio performance has steadily improved. 
In 2011, contract awards totaled $228 million and disbursement $209 million—historically high 
levels—with reduced extension of project implementation periods, and improved submission 
and quality of financial audit reports.  
 
C. Brief Extension of the CPS, 2010–2012 in Transition to the next CPS  

7. ADB is developing the next full CPS, which is planned for submission for Board 
consideration in May 2013. It will take into account the substantial progress in the peace and 
political transition process and the continued risk of its further prolongation following the recent 
dissolution of the Constituent Assembly. However, the government’s strategic objectives and 
priorities that originate from the 10th plan and are reflected in the ongoing TYIP, 2011–2013 
remain largely unchanged—poverty reduction through employment-oriented and inclusive 
economic growth, development of physical infrastructure, good governance and effective public 
service delivery, and inclusive social development. At the same time, opportunities and needs 
for greater private sector participation, regional cooperation and integration, and climate change 
adaptation are emerging. Within this framework, the new CPS is expected to further prioritize 
sector operations and consolidate the number of projects, with a focus on the most critical 
development constraints with the greatest poverty reduction impacts and on areas of ADB’s 
comparative advantage, while responding to emerging needs and adapting applicable 
international best practice. Until the finalization of the new CPS, envisaged in May 2013, ADB’s 
sector and thematic operations will continue to be guided by the CSP, 2010–2012 given its 
consistency with the ongoing TYIP, 2011–2013, which will conclude in July 2013, and the 
continued relevance of its strategic objectives and priorities. ADB’s sector priorities and 
associated road maps will be revisited in the new CPS.  
 
 




