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A. Background 

1. Nepal’s Country Partnership Strategy (CPS),1 covering the period 2010–2012, was designed 
to support the country's peace and development aspirations by promoting four pillars: (i) broad-based 
and inclusive economic growth − ADB will support the development of key infrastructure and private 
sector strengthening and income generation through skills development; (ii) inclusive social 
development − Asian Development Bank (ADB) will help to improve access to basic social and 
financial services, strengthen social protection systems, and design well-targeted programs for the 
poor and socially excluded; (iii) governance and capacity building – ADB assistance will seek to 
strengthen local governance, enhance the transparency and accountability of the public sector, and 
monitor the effectiveness of public service delivery; and (iv) climate change adaptation and 
environmental sustainability − ADB will promote clean urban development, renewable energy, 
mainstreaming of environment safeguards in government systems, and disaster management.  
 
2. Independent Evaluation Department (IED) prepared the two country assistance program 
evaluations (CAPEs) for Nepal in 20042 and 2009.3 The 2009 CAPE recommended support for: (i) 
infrastructure-led inclusive growth; (ii) good governance and capacity building for key public 
institutions to improve public service delivery; (iii) private sector development through the removal of 
policy and institutional constraints and the promotion of public–private partnership and trade; and (iv) 
regional cooperation and integration to allow Nepal to benefit from economies of scale and market 
access, trade, and tourism. 
 
B. Country Partnership Strategy Final Review and Validation Report 

3. The Country Partnership Strategy Final Review (CPSFR)4 reviewed the ADB’s operations in 
Nepal, focusing on the CPS period 2010–2012. The CPSFR rated the overall performance of the past 
CPS as successful. It assessed the CPS’s strategic positioning as highly successful since it focused 
on pertinent sectors, while allowing some flexibility to respond to emerging needs. It was prepared 
and implemented in close collaboration with development partners, with buy-in from the government. 
It also assessed the CPS program as highly relevant (highly successful) because almost all of the 
interventions cater directly to the constraints identified in the respective sector. The design of majority 

                                                 
1 ADB. 2009. Country Partnership Strategy. Manila. 
2 Independent Evaluation Department. 2004. Country Assistance Program Evaluation. Manila. 
3 IED. 2009. Country Assistance Program Evaluation: Delivering Assistance in a Challenging Environment. Manila. 
4 Memo dated 24 August 2012 approved by Director General, South Asia Department. The CSPFR was received by IED on 
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of projects incorporated suggestions received from relevant stakeholders. It also assessed the CPS 
less than efficient (partly successful) and likely effective in delivering the outputs and outcomes, and 
expected that these results will remain likely sustainable, based on the government’s commitment and 
the fiscal space to provide sufficient recurrent cost financing to projects after their completion, income 
generating capacity of investment projects after their completion, and the degree of ownership of 
major reforms by the government, among other things. Development impact is also rated likely since 
ADB interventions have made critical contributions to the overall sector and country level impacts. 
 
4. The CPSFR will be an input into a new CPS that will be prepared to cover the period 2013–
2015 and is expected to be submitted to the Board in IV May 2013. IED is preparing the subject 
Validation Report to (i) validate the assessment and ratings of the CPSFR; (ii) identify strategic issues 
and lessons, including providing additional insights to sharpen the operational relevance, efficiency, 
effectiveness, and impact of the ADB assistance in Nepal; and (iii) feed findings, lessons and 
recommendations into the preparation of the new CPS. The Validation Report will be prepared in 
accordance with IED’s draft CPSFR Validation Report guidelines.5 
 
C. Key issues Identified During Preparation of the Preliminary Validation 
 
5. As a part of this validation exercise, IED will review the achievement of the CPS results 
framework; ADB’s strategic positioning and relevance; and the efficiency, effectiveness, impact, and 
sustainability of the CPS. A preliminary desk-based validation indicates agreement with the CPSFR 
on the overall findings, but the individual criteria ratings for strategic positioning, program relevance, 
sustainability, and ADB performance will be further investigated before being validated. See Appendix 
for details of the preliminary validation. 
 
6. The desk review for the validation report resulted in the preliminary identification of the 
following areas and issues for further examination.  

 
(i) Complexity and lack of focus. One of the principles the CPS espoused was “keep 

things simple.” It then went and provided a strategic architecture that was excessively 
complex--i.e. with four pillars, six sectors, scores of subsectors, six themes, and three 
screening tools. Projects were often designed with a daunting array of investment, 
sector and thematic objectives as well. At the same time, ADB’s resources were 
spread thinly amongst a large number of small projects spread throughout the country. 
These may be the right size for weak institutions to implement, but they imposed a 
large design and supervision burden on ADB and the government. In retrospect, would 
a more simple strategic architecture have been better--and what could have been done 
to simplify project designs? Also, would more flexible, programmatic approaches have 
been more appropriate given that many of the challenges are long-term, and the short-
term requirements in any sector are bound to vary given the rapidly evolving political 
and security conditions. 

 
(ii) Power sector response. The latest Asian Development Outlook described the power 

situation in Nepal as “The country reels under severe power shortages, lasting up to 16 
hours a day during the winter months of low hydropower generation, because potential 
demand is twice current supply… Fuel shortages are a direct result of the slow reform 
of Nepal Oil Corporation… The corporation’s losses came to NRs11 billion (0.8% of 
GDP) in FY2011.” The "power crisis" seems to have disrupted the workings of the 

                                                 
5 IED. 2011. Guidelines for the Preparation of the Country Partnership Strategy Final Review Validation Report. Manila. Draft 

guidelines dated August 2011. 
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government, just at a point in time when the population needed to see that government 
could perform in order to rebuild confidence. Could (or should) ADB have done 
something differently in the power sector? Has ADB pushed hard enough for state-
owned enterprise reform? The CSP declares that ADB would be flexible in its response 
to the country’s needs, and indeed ADB did provide an emergency flood reconstruction 
grant. But there does not seem to be any “emergency” response to the crippling power 
situation. 

 
(iii) Harmonization and aid coordination. The CPS gives importance to the need for 

more harmonization and aid coordination. However, there appears to be a vacuum on 
government-donor strategizing. There used to be a Nepal Development Forum that 
regularly met, but this has not met for the past 4 years. There have been no recent 
high-level coordination meetings between donors on Nepal. Part of the problem seems 
to be that country systems still remain weak and governance standards are poor. This 
suggests that harmonization and aid coordination needs improvement. 

 
(iv) Program Implementation. The CPSFR discusses in detail the many different 

meetings that are held to focus attention on improving the portfolio. However, there 
does not seem to have been any restructuring (or cancellation) of projects that aren’t 
working or are excessively complex to make implementation happen. The water supply 
and sanitation sector is the best example of this with ADB’s largest project in Nepal 
(Melanchi) delayed by nearly 8 years and moving at a snail’s pace.  

 
(v) Private sector development. Support for private sector development (PSD) through 

infrastructure, agricultural and natural resources, and vocational skills has been 
promising, but the enabling environment for PSD in Nepal is not in place. A number of 
problems have been identified--law and order, investment policies, corruption, and 
access to “functioning” economic infrastructure. ADB has had relatively few PSD 
operations in Nepal, but there should be scope with a private banking sector and huge 
untapped hydro resources. Foreign direct investment inflows are negligible, and capital 
flight from the private sector continues. Can a more systematic approach be adopted 
by ADB to foster private-sector led growth? The current model of remittances-cum-
consumption driven growth is risky and unlikely to generate the magnitude of 
employment required to meet the needs of the large number of new job seekers each 
year. 

 
(vi) Sustainability. The CPSFR declares that sustainability is improving, but it provides no 

hard evidence on the adequacy of operations and maintenance spending or 
arrangements for infrastructure or the social services. Other sources (e.g., World Bank) 
declare that infrastructure spending is insufficient to keep pace with system expansion, 
and that government’s current spending as a share of total public expenditures needs 
to be reduced. Tariffs in the water sector still remain far below cost-recovery levels.  

 
(vii) Knowledge products and services. Although the CPSFR provides an appendix 

listing what KPS was prepared, the list appears somewhat ad hoc and there is no 
discussion on the contribution that KPS has made. It is not clear if there was some 
implicit KPS strategy, or any evidence that some knowledge products were more useful 
than others. It also appears that ADB stopped preparing its Nepal quarterly economic 
update during this CPS period, which was an “anchor” publication for policy dialogue. 
The IEM will investigate why it was stopped and what were the implications of this. 
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(viii) Innovative CPS tools.  The CPS introduced two innovative tools: (i) a peace filter for 
project design and implementation of projects, and (ii) a disaster and climate change 
risks screening tool. The utility of these tools will be investigated by the IEM, with a 
view to drawing lessons for future CPSs in countries that are post-conflict and/or facing 
significant disaster and climate risks. 

 
7. These issues will be discussed with stakeholders in ADB headquarters, Nepal Resident 
Mission (NRM) and with donors and others both in preparation for and during the Independent 
Evaluation Mission (IEM). 
 
D. Team Composition and Mission 
 
8. The team is composed of Marco Gatti (team leader), Franklin De Guzman, and Rosel Isidro. A 
10-day mission to Nepal is planned for the period 20–30 November 2012. The purpose of the mission 
is to verify and validate the key findings from the CSPFR and to collect additional data and information 
to supplement it. The IEM will employ structured interviews with key government stakeholders to 
assess ADB’s responsiveness and value-added during the validation period. The IEM will undertake a 
stakeholder perception survey on ADB operations as part of the in-country consultations and 
feedback. Respondents will be asked to assess the degree to which ADB was supportive and 
responsive to the government’s requests for assistance, and to changing social and economic 
conditions.  
 
9.  The mission will spend about 6 days in Kathmandu to undertake consultations with 
representatives from the NRM, government agencies, executing and implementing agencies, and 
development partners. Site-visits will be undertaken to selected successful and failed projects. The 
resident mission would be requested to secure official clearance for the mission and to assist with 
arranging meetings with government officials, development partners, among other things.  
 
E. Timeline for the Preparation of the Validation Report 
 
10. The milestones for the preparation of the CSPFR Validation Report are as follows: 
  

Receipt of the CPSFR from SARD 28 August 2012 
Initial Desk Review I-IV September 2012 
Approval of the Evaluation Approach Paper IV September 2012 
Full Desk Review I-IV October 2012 
Advance Validation Draft to Peer Reviewers  I November 2012 
Independent Evaluation Mission  III-IV November 2012 
Inter-Departmental Review I-III December 2012 
Editing by OSEC I-II January 2013 
Approval by IED Management  IV January 2013 
Informal Board Seminar on New CPS I February 2013 

 
 



Appendix 5 

PRELIMINARY COMPARISON BETWEEN CPSFR AND CPSFR VALIDATION  
ON EVALUATION CRITERIA 

 

Evaluation 
Criteria 

CSPFR 
Ratings Key Points to be Examined by the IED Mission 

Strategic 
Positioning 
 

Highly 
Successful 

(i) The strategic architecture of the CPS was excessively complex: 4 
pillars, 6 sectors, scores of subsectors, 6 themes, 3 risk mitigation 
tools (which were themselves checklists aimed at fostering project 
level adherence to good thematic performance). This appears to have 
led to goal and objective congestion and overload, particularly at the 
project level.  

(ii) The CSP was said to be aligned with Strategy 2020, yet its priorities in 
ANR (including production agriculture) and transport (including civil 
aviation) were not in line with Strategy 2020’s subsector priorities.  

(iii) ADB does not seem to have used the transitional juncture during which 
the CPS was implemented to better define its niche in Nepal. For 
example, ADB could have focused more on subsectors (e.g., large 
infrastructure, PPPs) where other partners are unable to take the lead, 
or introduced more geographic targeting of project, which could have 
facilitated cross-project synergies.  

(iv) The power crisis and lawlessness were the two problems impeding the 
majority of private investors---and probably the two most critical 
constraints to inclusive growth and good governance. It is unclear why 
these were not the focus of ADB support.  

(v) When the CPS was formulated, program performance was hampered 
by problems with Melanchi, the largest project in the portfolio. Some 
attention could have been provided in the strategy to how this would be 
addressed (i.e. drop the project, restructure it, etc.).  

Program 
Relevance 

Highly 
Successful 

(i) The large number of new, small projects approved during the CPS 
period would appear to have added to transaction costs and placed 
heavy burdens on the fragile EAs and IAs. The CPS had major 
transport objectives, including regional cooperation, but there was very 
little new lending for transport (just 7% of the program). It appears that 
big transport operations may have been crowded out by lots of small 
interventions elsewhere.  

(ii) There appears to have been relatively little cross-project synergy or 
complementarity in the program.  

Efficiency Partly 
Successful 

No issue 

Effectiveness Likely 
Effective 

No issue 

Sustainability Likely (i) Recurrent spending on O&M for roads is still far less than what is 
required, and is not keeping pace with the construction of new roads 
(WB, 2011).  

(ii) Subsidies to SOEs reached a whopping 18% of public expenditures in 
2011 because of tariffs set below the costs of operation.  

(iii) Higher development spending and extending free education is going to 
put enormous burdens on an already over-stretched current budget.  

(iv) The tightening of prudential standards on MFIs, coming after a period 
of double-digit lending growth by these organizations, could lead to 
failure of a large number of these institutions.  

(v) Water supply capacity is being expanded rapidly while tariffs are 
insufficient to cover costs.  

(vi) Political instability makes it difficult to know if there will indeed be 
continued support for ADB policy reforms---already getting legislation 
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Evaluation 
Criteria 

CSPFR 
Ratings Key Points to be Examined by the IED Mission 

passed has been problematic. Lack of a clear federal structure implies 
that ongoing responsibility for local infrastructure and services is 
uncertain at best. Growing lawlessness problem makes it difficult for 
the government to enforce rules (including against power theft) which 
undermines sustainable operation of government’s services. 

Development 
Impacts 

Likely No issue 

Overall 
Rating 

Successfu
l 

 

ADB 
Performance 

Highly 
Successful 

(i) There appears to have been a tendency to rush through new projects 
without fully considering the capacity to implement these.  

(ii)  In some cases projects were over-designed and weakly owned.  
(iii) ADB undertook a large number of knowledge products, but without a 

clear plan or strategy for these.  
(iv) ADB halted its economic update series, just at a time when new 

political actors need to rethink development policy and strategy.  
 

Borrower 
Performance 

Successful No issue 

CSFR Quality 
 

NA No issue 

ADB = Asian Development Bank, CPSFR = country partnership strategy final review, IED = Independent Evaluation 
Department. 
Source: Independent Evaluation Department. 

 
 


