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COUNTRY AT A GLANCE 

 
Economic  2009 2010 2011 2012 2013 

GDP ($ billion, current)  12.9  16.1  19.1  19.0  19.4  
GDP per capita ($, current)  498  611  720  709  713

 
 

GDP growth (%, constant prices)  3.9 4.3 3.8 4.5 3.6
 
 

Agriculture   3.0  2.0  4.5  5.0  1.3  
Industry   (0.6) 4.0  4.3  3.0  1.6  
Services   6.0  5.8  3.4  4.5  6.0  

Gross domestic investment (% of GDP)  31.7  38.3  38.3  34.9  37.8  
Gross domestic saving (% of GDP)  35.9  35.9  37.4  40.0  38.4  
Consumer price index (annual % change)  12.6  9.6  9.6  8.3  9.9  
Liquidity (M2) (annual % change)  27.0  30.5  12.3  22.7  16.4  
Overall fiscal surplus (deficit) (% of GDP)  (3.3) (1.9) (2.4) (2.2) 0.4  
Merchandise trade balance (% of GDP)  (21.2) (25.4) (23.2) (24.3) (27.1) 
Current account balance (% of GDP)  4.2  (2.3) (0.9) 4.9  3.4  
External debt service (% of exports of goods and services)  10.2  11.5  11.1  10.6  9.8  
External debt (% of GDP)  27.6  21.5  18.9  20.1  19.6  
       

Poverty and Social 1990s  2000s  2011  

Population (million) 18.5 [1991] 23.2 [2001] 26.5  

Population growth (annual % change)  2.1  2.2  1.4  
Maternal mortality ratio (per 100,000 live births) 539.0 [1995] 281.0 [2005] 170.0 [2012] 
Infant mortality rate (below 1 year/per 1,000 live births)  82.0 [1991] 48.0 [2006] 46.0  
Life expectancy at birth (years) 55.0 [1991] 62.0 [2001] 68.8  
Adult literacy (%)  35.6  [1996] 48.0 [2004] 56.5  
Primary school gross enrollment (%)  57.0 [1996] 72.0 [2004] 122.0  
Child malnutrition (% below 5 years old)  57.0    36.4 [2010] 
Population below poverty line (%) 42.0 [1996] 31.0 [2004] 25.16  
Population with access to safe water (%)  45.9  82.5 [2006] 84.0  
Population with access to sanitation (%)  22.0  24.5 [2006] 56.0  
       
Environment 2011      
Carbon dioxide emissions (million tons) 3.5 [2009]     
Carbon dioxide emissions per capita (tons) 0.1 [2009]     
Forest area (million hectares) 3.6 [2011]     
Urban population (% of total population)  17.0 [2011]     
ADB Portfolio (sovereign loans, as of December 2012)  OCR ADF Total   
Total number of loans   15.0 15.0   
Net loan amount ($ million, cumulative)   680.9 680.9   
Total number of grants   26.0 26.0   
Total grant amount ($ million, cumulative)   639.5 639.5   
Total number of loans/grants   41.0 41.0   
Total loans/grants amount ($ million, cumulative)   1,320 1,320   
Disbursements       

Total funds available for withdrawal ($ million)   909.7 909.7   
Disbursed amount ($ million, cumulative)   89.6 89.6   
Percentage disbursed (disbursed amount/total 
available)   9.8 9.8  

 

L = not available, ( ) = negative, [ ] = latest year for which data are available, ADB = Asian Development Bank, ADF 
= Asian Development Fund, GDP = gross domestic product, M2 = broad money, OCR = ordinary capital resources.  
 
Sources: Nepal Rastra Bank; Financial Comptroller General Office; Central Bureau of Statistics. 2012. National Population and 
Housing Census 2011. Kathmandu; Central Bureau of Statistics. 2011. Nepal Living Standards Survey 2010/11. Kathmandu; 
United Nations Development Programme. 2013. Human Development Report. New York; Ministry of Health and Population. 2012. 
Nepal Demographic and Health Survey 2011. Kathmandu; National Planning Commission. 2011. Poverty in Nepal (2010/11). 
Kathmandu; Central Bureau of Statistics. 2005. Poverty Trends in Nepal (1995–96 and 2003–04). Kathmandu; World Health 
Organization, United Nations Children’s Fund, United Nations Population Fund, and World Bank. 2012. Trends in maternal 
mortality 1990 to 2010, Kathmandu; Ministry of Education. 2012. Flash I Report 2011-2012. Kathmandu. 



1 
 

 

I. DEVELOPMENT TRENDS AND ISSUES 

A. Country Background 
 

1. After armed civil conflict ended in Nepal in 2006, the country embarked on challenging 
political and economic transitions. It has made progress on both fronts since then. A 
comprehensive peace agreement between contending sides was reached in 2006, leading to 
elections for the Constituent Assembly in 2008 and the decommissioning of the insurgent army 
in 2012. Other political challenges remain, however. A new constitution has yet to be finalized, 
mainly due to disagreement over the type of federal structure to be adopted. The term of the 
constituent assembly expired in May 2012 and an Interim Election Council of Ministers, led by 
the chief justice, was set up in March 2013 to hold fresh constituent assembly elections on 19 
November 2013.  Preparations for this are well underway. 
 

2. Despite the prolonged political transition, the economy has been doing reasonably well. 
Annual growth in real gross domestic product (GDP) has averaged 4.4% since 2008, and the 
poverty level fell from 42% in 1996 to 25% in 2011. Several Millennium Development Goals 
(MDGs) are likely to be met by 2015, including those related to income poverty, hunger, 
HIV/AIDS, and water supply and sanitation (WSS). The maternal mortality ratio halved during 
1996 and 2012, as did the infant mortality rate. Although other social indicators improved over 
this period, they remain unlikely at the current pace to reach the MDGs targets. Much more 
work needs to be done to achieve the MDGs on employment, adult literacy, gender parity in 
tertiary education and employment, and universal access to treatment of HIV/AIDS. Nepal 
ranked 113 out of 146 countries in the gender inequality index in 2011. Violence against women 
is a particular problem. Although important reforms now promote gender and social equality, 
and progress is seen in areas such as gender parity in primary and secondary school 
enrollment, Nepal still has a long way to go on both these fronts.1 The country also faces wide 
socioeconomic disparities between geographical regions and ethnic and social groups. The far-
western and mid-western regions and the mountain districts have poverty rates well above 40%. 
Poverty incidence is 27% in rural Nepal, compared with 15% in its urban areas. Socially 
disadvantaged groups such as Dalits experience substantially greater poverty than the rest of 
the population. 2 Nepal’s economic challenges have not gone away, despite an end to its armed 
civil conflict. The government recognizes this and is taking action, mainly through successive 3-
year plans. In July 2013, it approved an approach paper for the FY2014–FY2016 plan, which 
will aim to achieve high, sustained, broad-based, inclusive economic growth.  
  
B. Economic Assessment and Outlook 
 

3. The 2008–2009 global financial crisis did not have much impact in Nepal because of its 
low level of integration with the global economy. The fiscal deficit has been the best performing 
of the main indicators, at 2.3% of GDP during FY2007–FY2012. This is due to robust revenue 
collection (17% of GDP in FY2013) and low capital spending (only 3.1% of GDP in 2013). The 
current account recorded a surplus equivalent to 1.5% of GDP during FY2007–FY2012 despite 
a widening trade deficit. This was the result of high external remittances, which are now about 
25% of GDP. The external debt-GDP ratio fell from 37% in 2005 to 20% in FY2012. Inflation 
declined from double digit figures in FY2009, but still remained high at 9.1% during FY2010–
FY2012. 
 

                                                
1
  For example, the representation of women in the country’s dissolved constituent assembly was 33%. The amended 

Civil Service Act provides a 45% quota for excluded groups. Women and Dalit commissions and a National 
Foundation for the Development of Indigenous Nationalities have been constituted. Gender budgeting has also 
been introduced. 

2
   Dalits are people who have traditionally suffered from caste and untouchability-based prejudice and practices. 
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4. Nepal can deliver higher, more inclusive growth. It has the natural resources to generate 
and export large amounts of hydroelectricity to countries such as neighboring India and nearby 
Bangladesh. Nepal is also an important international destination for tourism―a sector that could 
expand much faster and directly and indirectly create many more businesses and jobs. 
Agriculture also has great potential, despite its current low productivity and what has so far been 
only a slow transformation into the production of processed products. The country can benefit 
significantly from regional cooperation and integration (RCI), given its strategic location between 
the large, rapidly growing economies of the People’s Republic of China and India. It will need to 
address key binding constraints before it can fulfill this potential, however. Among other things, 
Nepal must expand its inadequate infrastructure, resolve the issues prolonging its political 
transition, improve the currently poor state of industrial relations, ease labor market rigidities, 
and roll out fundamental structural reforms.3 The economy also suffers from poor connectivity, 
an acute power shortage, and water supply problems in both rural and urban areas.4 Education 
standards and skill levels are low. Good governance is wanting. 
 

5. The government’s inadequate capital expenditure, which at 3.1% of GDP in 2013 was 
far too low, is a particular concern. To sustain high and inclusive growth, this spending would 
need to rise to at least 6%–8% of GDP. The government would need to substantially rationalize 
the recurrent expenditure to reach this target, while maintaining fiscal stability. Some subsidies 
would need to be reduced or phased out altogether, and key basic service fees or tariffs would 
have to be raised well above existing rates. Public enterprises that are incurring losses, such as 
the Nepal Electricity Authority (NEA) and the Nepal Oil Corporation, require urgent restructuring 
and improvement of their management and financial systems. Private sector investment needs 
to be increased by improving what is now an unpredictable and unfriendly business environment 
and making the labor market more flexible. Similarly, integration with rapidly growing 
neighboring economies should be promoted. To do this, Nepal needs to address weak 
connectivity and upgrade customs management and trade facilitation arrangements.5  
 

6. Nepal faces problems with respect to public financial management (PFM), procurement, 
fiduciary oversight, accountability, and transparency. The government has initiated reforms at 
the national and subnational levels to counter these issues and has started to strengthen public 
procurement systems and regulations and to align anticorruption mechanisms with the United 
Nations conventions.6 These steps are essential to enhance the effectiveness and inclusiveness 
of public services and development programs, but more work is needed in these areas. 
 

7. Nepal is one of the most vulnerable countries in the world to the effects of climate 
change and natural disasters such as earthquakes, floods, landslides, and glacial lake 
outbursts. It is located in the upper watershed of international rivers. Environmental conditions 
are deteriorating fast due to rapid and unplanned urban sprawl and injudicious use of natural 
resources. The establishment of sound management of water, forest cover, and other natural 
resources is critical. This requires building and strengthening data, knowledge, management 
systems, and institutional capacities.  
                                                
3
  ADB, Department for International Development, and International Labour Organization. 2009. Nepal: Critical 

Development Constraints. Country Diagnostics Studies. Manila.  
4
  Nepal’s hydropower development potential is estimated at 40,000 megawatts (MW). Current generation capacity is 

about 700 MW, and it meets only 30%–70% of domestic demand, depending on load periods and season. 
5
  Nepal has joined several regional cooperation initiatives to pursue this agenda. They include the ADB-supported 

South Asia Subregional Economic Cooperation program, which has gained momentum through cross-border 
investment projects and a pragmatic investment-oriented approach. 

6
  The government has been implementing a PFM reform program at the central level since 2010. The program 

includes reforms in tax administration, the medium-term expenditure framework, a treasury single account, 
accounting and reporting, and financial and performance auditing. Reforms are also being implemented at the local 
government level to improve local resource mobilization, streamline fiscal transfers, automate accounting and 
reporting systems, and strengthen the audit system.   
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C. Highlights of Previous ADB Country Strategy 
 

8. The previous Asian Development Bank (ADB) country partnership strategy (CPS) for 
Nepal covered 2010–2012 and was formulated while the peace process was underway. The 
strategy followed the government’s Three-Year Interim Plan at the time and planned 
interventions across six sectors—agriculture, education, energy, finance, transport, and 
municipal infrastructure. It also took a wide-ranging approach to thematic areas, covering 
interventions in six: gender equality and social inclusion (GESI), governance, environmental 
sustainability, RCI, private sector development, and partnerships with civil society organizations. 
The ADB assistance envelope was about $840 million, including technical assistance (TA).  
 

9. Portfolio performance has been mixed.7 The contract awards ratio rose at first from 
17.3% in 2007 to 25.1% in 2011, and the disbursement ratio increased from 18.3% to 24.0% 
over the same period. However, 2012 saw a sharp decline in both ratios—to 19.3% and 9.2%, 
respectively.8 Key factors in this lower performance included low readiness filters at the project 
approval stage, slow procurement, and poor project management. The quality of consultants 
and contractors was also a problem. In addition, the pipeline contained far too many small 
projects structured around far too many small contracts. This placed a high management and 
administrative burden on government agencies, most of which had low project capacity to start 
with, as well as on ADB. The government and ADB have since agreed on several actions to 
improve project management. For instance, project readiness filters have been established for 
all new projects. The monitoring process now includes quarterly and annual country portfolio 
reviews. ADB is also working closely with the government and other development partners on a 
combined Nepal portfolio performance review.9  This will provide lessons across sectors, project 
types, agencies, and geographic areas. The review will also help harmonize procurement and 
project management approaches.   
 

10. The Independent Evaluation Department’s final review validation of the 2010–2012 CPS 
rated its design and implementation successful.10 The validation report commended the work 
done on GESI and project screening tools to mitigate the risks of local conflicts and climate 
change. The validation report found the strategy to be closely aligned with government priorities. 
The report called for ADB operations to be more selective and prioritize projects under the new 
CPS, however, and to focus on private sector development and asset maintenance.  
 

II. THE COUNTRY STRATEGY 
 
A. Government National Strategy 
 

11. The government’s strategic development plan targets high and inclusive economic 
growth. It is summarized in Box 1.  This growth is to be achieved through higher capital 
investment, mostly in energy and transport infrastructure, urban services, agriculture, and 

                                                
7
  ADB's active portfolio as of 31 August 2013 comprised 19 loans and 26 grants (for 45 investment projects and 

programs), with a net amount of $1.53 billion. 
8
  Implementation was also adversely affected between the dissolution of the constituent assembly in May 2012 and 

the establishment of the interim election government in March 2013, due to strikes during the period and only a 
partial endorsement and release of the FY2013 budget.   

9
  ADB is playing an active role in portfolio performance review, together with the Australian Agency for International 

Development, the Government of Denmark, the United Kingdom’s Department of International Development, the 
International Fund for Agriculture Development, the Japan International Cooperation Agency, the United Nations 
Development Programme, the United States Agency for International Development, and the World Bank.  

10
 ADB. 2013. Validation Report: Nepal Country Partnership Strategy 2010—2012 Final Review. Manila. The report 
rated (i) strategic positioning satisfactory, (ii) the program relevant, (iii) efficiency less efficient, (iv) effectiveness 
effective, (v) sustainability less than likely, and (vi) development impact satisfactory.  
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tourism. These investments are to emphasize connectivity, energy security, the productivity and 
transformation of agriculture, and environmental sustainability. Water management is accorded 
high importance. Access and inclusion are to be pursued through investments in health, 
education, and skills. Support for gender equality and reducing regional disparities are very high 
priorities. Electrification and connectivity in rural areas are to be improved, and so is access to 
WSS. The strategic plan also calls for structural reforms to encourage private sector investment. 
Governance, PFM, and environmental sustainability are given prominence under the plan.  
 

Box 1: Nepal Three-Year Plan, FY2014–FY2016 
 

The objective of Nepal’s Three-Year Plan (FY2014–FY2016) is to achieve sustainable, broad-based, inclusive 
economic growth. It has five priority areas.  
 

Infrastructure  

The plan aims to develop energy, transport, and urban services infrastructure as a means to underpin growth and 
inclusion.  Large sections of the population lack access to services and economic opportunities: 

(i) Energy. Nepal lacks energy security in both its rural and urban areas. The plan calls for a buildup of 
electricity generation capacity, mainly through storage dam hydropower and renewable energy schemes, 
as well as expansion of transmission and distribution systems. A rural electrification program is a priority 
and based on renewable sources (solar, wind, and hybrids) and mini run-of the river hydro plants. Nepal 
also intends to become an exporter of hydroelectricity, with India as the initial target market. This effort is 
being conducted under the South Asia Subregional Economic Cooperation program.  

(ii) Transport. The plan aims to expand the strategic and rural road networks and air transport capacity to 
increase connectivity, provide greater access to basic services and markets, and promote tourism and 
trade. The South Asia Subregional Economic Cooperation program will be the platform for strengthening 
cross-border connectivity, an effort matched by work on trade facilitation, including customs modernization. 

(iii) Urban services. The plan aims to improve such basic services as water supply, wastewater management, 
and urban transport in large, medium, and small urban centers. Water and sanitation quality and service 
levels are poor. Several projects will be given priority, including the completion of the Melamchi Water 
Supply Project to address the water shortage in Kathmandu Valley).

 a
  

 
 

Agriculture 

Efforts will be made to increase agricultural productivity and transformation. Productivity is affected mainly by poor 
water management and incomplete irrigation systems. It is also affected by ineffective input supply arrangements 
and low quality extension services, limited processing, and high post-harvest losses. The plan envisages 
investments in rural roads, water management, and reforms around input supply and extension. 
Tourism 

In the tourism sector, the plan seeks to modernize infrastructure (airports) and create conditions for private sector 
investment. The latter efforts will include improvements in governance and public financial management (PFM). The 
sector also needs more and better-skilled workers, especially from the young entering the labor market.  
Social Services and Social Protection 

The plan calls for investments in health, education, and skills. It also includes gender actions to improve equality. 
Other activities will focus on improving the indicators in areas under the Millennium Development Goals where 
Nepal lags behind the rest of the region. A food and employment program will also be put in place. 
Governance and Public Financial Management 

The priority is strengthening PFM. This will include improvements to public procurement, results-based 
management, and corruption prevention and control. The government also intends to accelerate basic reforms to 
encourage greater private sector investment and public–private partnerships. 
 

Environment 

The plan addresses climate change adaptation and mitigation and overall environmental protection. 
 

Reforms 

The main objective of reforms under the plan is to encourage private sector investment, especially in the energy 
sector. PFM is part of the agenda, with a special focus on regulatory and legal frameworks. 
 

Gender 

The government attached high priority to pursuing gender equality, as well as to reducing regional disparities. 
_____________________ 
a
  ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Nepal for 
Melamchi Water Supply Project. Manila. 

Source: National Planning Commission, Nepal   
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12. Development partners. The broad strategic directions of the country’s new 3-year plan 
are all supported by other development partners, several of which have finalized their own new 
long-term country strategies.11 ADB has been fully aligned with the plan’s priorities and will 
remain so under this new CPS. However, this does not mean it will extend assistance in all the 
government’s priority areas.  There is a division of labor between development partners, and the 
government in some cases has been the lead financier of priority programs (social safety nets 
and protection, for instance).  The preparation of the CPS involved extensive consultations with 
key development partners, civil society, and the private sector.12 
 

B. ADB Country Strategy 
 

13. Guiding principles. Under the CPS, ADB will support the government’s development 
objective of accelerated, sustainable, inclusive economic growth (Figure 1). In line with its 
inclusive growth framework, ADB will pursue faster growth in economic opportunities through 
investments in infrastructure. It will seek to deliver access to economic opportunities through 
projects and programs in education, including skills development; WSS; and rural infrastructure. 
Mainstreaming GESI and supporting GESI reforms will also improve access to basic services. 
ADB will promote social protection through work on disaster risk management, skills 
development, and knowledge partnerships. RCI work will be emphasized through investments 
anchored on the South Asia Subregional Economic Cooperation (SASEC) program.  
 

 
GESI = gender equity and social inclusion, MfDR = Managing for Development Results, PPP = public-private 
partnership, TEVT = technical and vocational education and training 
Source: Asian Development Bank 

                                                
11

  All development partners, including Switzerland, the United States, and the World Bank, are proposing assistance 
strategies of 4–5 years.  

12
 Overall assistance from development partners averaged about 23% of total government expenditures during 
FY2011—FY2013. Harmonization of planning and efforts by the large number of development partners operating in 
Nepal is essential for the effective use of aid. Sector result frameworks were prepared in consultation with the 
development partners, along with the government and other stakeholders. 
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14. The CPS places particular emphasis on improving portfolio performance. The specific 
measures to do this include (i) ensuring higher project readiness filters; (ii) using project 
preparation facilities; and (iii) strengthening project management expertise, including planning, 
monitoring, and troubleshooting. This will build on the existing quarterly and annual review 
process and Nepal portfolio performance review. More resources will be provided to increase 
the capacity of Nepal’s institutions and to improve asset management. ADB will also work on 
sector-related fiduciary oversight measures. 

15. A special feature of the CPS is flexibility in programming. This will be important if there 
are major changes in the business environment or on the political front. For instance, a new 
constitution with emphasis on a federal model could require modification of the geographic 
coverage of ADB interventions. One consequence of this could be a need to do more PFM 
work. Another feature of this CPS is greater selectivity. The sector coverage of the previous 
CPS was too broad. The new CPS will focus mostly on three sectors. Other elements of the 
CPS include greater emphasis on leveraging cofinancing and knowledge through ADB 
assistance (also known as finance++), as well as on marrying investments with reforms and 
institutional changes. Sector investments will still be complemented with work on key themes—
private sector development, RCI, GESI, governance, and environmental sustainability. 
Coordination with other development partners will remain a priority for ADB. This is to ensure 
program complementarity, a sound division of labor, consistency in terms of project design and 
implementation approaches, and minimal work duplications.  
 

16. Sector priorities.  The bulk of ADB assistance will be in three core sectors—energy, 
transport, and urban infrastructure. The rest of the financial envelope will be earmarked for 
education and agriculture, areas where ADB will be much more selective than in the past. 
Education work will target skills development. Agriculture work will focus on water management. 
ADB will take the following approaches in these sectors:  
 

(i) Energy. The central theme will be achieving energy security at home and 
developing energy exports.  The shortage at home is acute and exports have not 
yet taken place. The government’s 10-year road map aims to generate an 
additional 10,000 megawatt (MW) of hydropower by 2018. This is the basic 
platform for ADB and other donor assistance to the sector. Domestic generation 
plans include new hydropower plants and the rehabilitation of existing ones. The 
government also plans a major rural off-grid electrification program based on 
renewable energy schemes (wind, solar, solar–wind hybrid,  and small 
hydropower plants). ADB has invested in generation capacity in 2013 through the 
Tanahu Hydropower Project, and in 1996 through the Kali Gandaki ‘A’ 
Hydroelectric Project. 13  Exports will be developed through public–private 
partnership (PPP) structures with offtake power purchase agreements with 
companies in India. The SASEC program will be the vehicle for these 
investments. ADB will advise on these transactions and, as required, finance both 
national and cross-border generation and transmission facilities. ADB’s private 
sector arm will look into private sector-led investments on a case-by-case basis. 
ADB will also support reforms to restructure the NEA and revise its tariff regime, 
both necessary to cut its financial losses. It is also important to attract greater 
private sector investment into industry. Technical support will also be extended to 
the Alternative Energy Promotion Center to improve its systems and management 

                                                
13

  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Nepal for 
the Tanahu Hydropower Project. Manila. ADB. 1996. Report and Recommendation of the President to the Board of 
Directors: Proposed Loan to Nepal for Kali Gandaki ‘A’ Hydroelectric Project. Manila.  
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team. Fixing Nepal’s energy problem will help businesses and the people and 
underpin inclusive growth in rural and urban areas.  

 

(ii) Transport. Inadequate road networks represent a serious binding constraint to 
inclusive growth. Poor road connectivity and high poverty rates are highly 
correlated throughout Nepal. Support for the country’s Strategic Road Network 
will be a priority, along with investments in key airports. ADB will finance priority 
sections of the Strategic Road Network, expansion of capacity and safety 
measures at the Tribhuvan International Airport, and the upgrading of the Gautam 
Buddha Airport and remote domestic airports to promote tourism. Support for 
domestic connectivity will be complemented by investments in transboundary 
roads and customs modernization. These efforts will be coordinated through the 
SASEC program. A special feature of the connectivity program will be emphasis 
on asset sustainability. ADB will work on establishing maintenance arrangements 
(including road funds), improving databases and systems, and training people on 
asset management. Urban transport planning and management will target the 
Kathmandu Valley and other urban areas. 

 

(iii) Urban services. Inadequate WSS is a major problem in Kathmandu and other 
urban centers. Many places receive water for only a few hours a day. Others do 
not have access to water at all. Kathmandu faces a particularly serious WSS 
crisis. One of the top priorities is to complete ADB’s ongoing Melamchi Water 
Supply Project by 2016, which will bring water from outside the valley into the city. 
14  Its progress has been badly impaired by poor contractor performance. A new 
contractor was appointed in July 2013. The project affects service coverage 
across the city, and its delay has also had an impact on several distribution 
system investments now under construction. The government wants to address 
the WSS problem in other centers through capital investments in treatment, 
storage, and distribution facilities. It also wants to bring about reforms and greater 
institutional effectiveness. ADB will support these investments and combine these 
with reforms and institutional strengthening, including the setting of minimum 
service and performance standards. ADB will also support solid waste and 
wastewater management in selected cities to improve the urban environment. 
ADB will also respond favorably to requests for help in the areas of urban and 
rural health. In particular, ADB would be ready to take part in sector-wide 
approach programs led by other development partners, such as the World Bank. 

 

(iv) Education. The government wants to expand the quality and reach of technical 
education and vocational training and has asked ADB for help. A need also exists 
to continue with school reforms adopted in 2006, possibly using a sector-wide 
approach. ADB assistance will focus on skills training, but, if required, also on 
secondary and higher education. Assistance in these areas will target quality, 
management capacity, and some geographical balancing. This support aims at 
creating jobs, raising incomes, and increasing economic productivity.  

 

(v) Agriculture. Nepal’s agriculture is characterized by its low productivity. Its rugged 
terrain, dependence on rain-fed irrigation, and limited rural infrastructure and 
financial services are some of the key constraints to raising productivity. With 
support led by ADB and 11 other development partners, the government has 
prepared the Agriculture Development Strategy for 2014–2034. This focuses on 
(a) productivity and sustainability, (b) commercialization, (c) competitiveness, and 

                                                
14

 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Nepal for 
Melamchi Water Supply Project. Manila. 
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(d) governance. ADB will advise on the implementation of this strategy and 
support selective investments in water management to expand irrigation, mitigate 
risks of flooding, and improve watersheds.  

 

17. Thematic drivers. The following thematic priorities will be part of the new strategy:15  
 

(i) Private sector development. ADB will continue to advise the government on 
basic reforms to create an enabling business environment, including reforms that  
support access to finance and the development of the private sector. PPPs will be 
pursued in sectors such as energy. Transaction advisory services will be 
extended to help in this area. ADB’s private and public sector teams will join 
forces to deepen the dialogue with the government on the investment climate, as 
well as on PPP institutional and legal frameworks. ADB’s private sector 
development support will include preparation of policies and development plans, 
reforms, and capacity development to undertake PPP ventures, including bid and 
contract documents. ADB will work closely with the private sector in Nepal to 
define and execute priority reforms. ADB's Trade Finance Program, which fills 
market gaps in trade finance by providing guarantees and loans through local 
partner banks in support of trade, will continue its work with them. 

 

(ii) Governance.  ADB will work on project-related oversight, with a special emphasis 
on procurement, project management, finance, reporting, and monitoring. ADB 
will continue to provide TA to improve PFM, public procurement, and 
accountability mechanisms in collaboration with other development partners. 

 

(iii) Regional cooperation and integration. The SASEC program, embedded in 
ADB’s Regional Cooperation Strategy for South Asia, 2011–2015, is the platform 
for the coordination of investments in  RCI infrastructure hardware, such as roads, 
and RCI software, such as regional coordination of trade and border regulations. 
The program focuses on connectivity, energy, and trade facilitation. A significant 
part of the ADB assistance program in Nepal will involve regional cooperation. 
This program contributes to private sector development and inclusive growth. 

 

(iv) Gender equality and social inclusion. GESI was mainstreamed during the 
previous CPS.16 ADB will build on this past work and increase the proportion of 
projects with GESI features. GESI action plans will be prepared with 
disaggregated data and analyses when designing projects, and the plans will be 
used in monitoring results. Government’s capacity will be strengthened through 
generic policy, planning, and regulatory reforms, replication of GESI 
mainstreaming in the government’s own sector operations, and monitoring of 
sector-wide GESI results. This program supports ADB’s inclusive growth agenda. 

 

(v) Environmental sustainability. ADB assistance will focus on disaster and 
climate change risk management by building institutional capacities (including 
knowledge base and management systems), ensuring resilience of infrastructure 
against the risks, and applying risk-screening tools in designing projects.17 ADB 
will also help develop an integrated water resources management system.  

                                                
15

 The thematic priorities have also been prioritized from six in the previous CPS to five now, with the dropping of 
”engaging  with civil society and non-government organizations.” This will be pursued as part of the partnership 
agenda of the CPS. 

16
  Specific progress includes (i) increased proportion of projects under gender mainstreaming (78%); (ii) satisfactory 
implementation of GESI action plans; and (iii) institutionalization of GESI in the government’s development 
programs in the urban sector. The government has also introduced gender-responsive budgeting. 

17
 During the previous CPS period, ADB helped the government strengthen the institutional structure and capacity of 
environment agencies to adapt to climate change. This included the establishment of critical data, knowledge, and 
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III. STRATEGY IMPLEMENTATION 
 
A. Indicative Resource Parameters  
 

18. The Asian Development Fund (ADF) allocation to Nepal for 2013–2014 is $648 million.18 
An annual allocation of $219 million in ADF loans is envisaged for 2015 and 2016.19 The final 
ADF allocation will depend on the available commitment authority and outcome of annual 
performance reviews. The nonlending program for 2013–2016 is estimated at $25 million. The 
cost-sharing arrangement will be 80% by ADB for the lending portfolio and up to 85% for the 
nonlending portfolio.  
 
B. Program Overview 

 

19. About 85% of the 2013–2016 assistance program will be earmarked for the three core 
sectors. Education and agriculture will receive about 15%. The number of projects will be cut 
from 7 in 2013 to 4 in 2016. The program will take an increasingly programmatic shape. The 
nonlending program will be condensed from 10 TA projects in 2013 to an average of 4 a year 
during 2014–2016. About 31% of this TA program will be for project preparation, and the 
balance will go to capacity development. The overall assistance program will be reviewed and 
adjusted as necessary through the annual country operations business plan. 
 

20. ADB will emphasize a finance++ agenda, with efforts on cofinancing from official and 
commercial sources (para. 15). ADB will also access climate investment funds and RCI 
facilities. 20 The CPS includes a well-defined knowledge plan based on two approaches: (i) 
applying ADB-wide knowledge in designing projects and reform programs in Nepal, and (ii) 
generating knowledge from ADB operations. Specific knowledge that would benefit Nepal 
includes that from ADB work elsewhere on PPP policy and institutional frameworks, on 
institutional reforms for energy and WSS sectors, and on transport infrastructure maintenance. 
Knowledge from ADB operations in Nepal that can be disseminated elsewhere includes that 
gained from developing sustainable O&M mechanisms in urban WSS, GESI mainstreaming, 
and innovative renewable energy solutions. Knowledge products will be developed in 
partnership with public and private knowledge institutions in the country. 
 

IV.  RESULTS MANAGEMENT 

A. Monitoring  
 

21. The CPS results framework is in Appendix 1, and individual sector frameworks are in 
linked documents.21 The CPS results framework will be monitored by ADB staff during quarterly 
and annual country portfolio meetings and during the preparation of the annual country 
operations business plan. This work will be done in coordination with government agencies and 
development partners. ADB will continue to work with executing agencies and expand the 

                                                                                                                                                       
analytical bases. Preparation of the government’s Strategic Programs for Climate Resilience was also supported. 
Disaster risk reduction is increasingly mainstreamed in the education (school buildings) and water sectors.  

18
 This includes an RCI allocation of $70 million from the ADF subregional pool and a carry-over of $150.8 million 
from 2012 for the Tanahu Hydropower Project (footnote 15). In 2012, ADB’s debt sustainability analysis suggested 
Nepal is at low risk of debt distress, and is hence eligible for ADF loans only. 

19
 The resource envelope could increase to about $245 million per annum with additional resources from the Regional 
Cooperation and Integration Fund and reallocation of savings. 

20
 During the previous CPS, ADB mobilized $378 million in cofinancing from other development partners including 
cofinancing for the Tanahu Hydropower Project (footnote 15). This cofinancing was equivalent to 36% of ADB’s 
overall loans and grants during the period. 

21
 These are accessible from the list of linked documents in Appendix 2. 
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institutionalization of GESI disaggregated data. ADB and the World Bank, along with other key 
development partners, are planning a common results framework at the country level.   
 
B. Risks 
 
22. Prolonged political transition. The complex political transition in Nepal and the 
potential for associated disruptions pose a risk to implementation of the CPS. In addition, 
adoption of a federal system of government under the new constitution could have serious 
implications for the work of all public institutions. Risks in this area will be managed by 
maintaining flexibility in the program. A CPS review could be undertaken at short notice to 
inform any necessary adjustments.  
 

23. Weak governance. Fiduciary risks in public expenditure are high. The government has 
initiated PFM and public procurement reforms at the national and local levels. ADB will assist 
with these in conjunction with other development partners, but will do this at the project level. 
Projects will include measures to mitigate fiduciary risks while ensuring accountability and 
transparency. ADB will collaborate with other partners to strengthen the capacity of integrity 
institutions such as the Commission for the Investigation of Abuse of Authority and National 
Vigilance Center.  
 

24. Continued weak portfolio performance. ADB will step up efforts to increase project 
performance by (i) establishing a project preparatory facility, (ii) applying new project readiness 
filters, (iii) extending project preparatory facility to core sectors, and (iv) building implementation 
capacity in key agencies. ADB will also (i) strengthen the monitoring and trouble-shooting 
system for project implementation; and (ii) improve the quarterly and annual country portfolio 
performance reviews. 
 

25. Poor sustainability of assets. Inadequate allocation of funding, ineffective cost 
recovery mechanisms, poor capacity, and lack of proper planning and the absence of a clear 
strategy for O&M are some of the underlying reasons for low maintenance and asset 
sustainability. The quality of the actual construction is another problem area.  Asset 
management is a critical area for future ADB work. This will be done at the project level. 
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COUNTRY PARTNERSHIP STRATEGY RESULTS FRAMEWORK 

Country Development Goals 
1. Average annual gross domestic product growth rate accelerated to 6% by 2017  
2. Poverty incidence reduced by 2017 to 18.0% based on the national poverty line (from 25.2% in 2011) and to 

15.0% based on $1.25 per day (PPP) (from 24.8% in 2011)  
3. Improved ranking on gender inequality index from 113th of 187 countries (at 0.558) in 2011  
4. Rate of decline in poverty within poorest ethnic group is higher than the national average decline 
Sectors Selected for ADB Support 

Government Sector 
Objectives 

Sector Outcomes that ADB 
Contributes to and 

Indicators 

 

ADB Areas of 
Intervention 

ADB Indicative Allocation 
in the Next Pipeline and 

Thematic Priorities
 

1. Energy (Strategy 2020 Core Area 1: Infrastructure, 2: Environment, and 3: Regional cooperation and 
integration) 

Develop sustainable 
energy sources and 
transmission systems 
to promote access to 
and use of energy 
services 

Enhanced and reliable use of 
electricity 
 
Households using electricity  

  Target (2017): 70% on-grid  
  Baseline (2012): 56% (on-  
grid)  

 
Per capita electricity 
consumption  
  Target (2017): 180 KWh  
  Baseline (2012): 102 KWh 

Increased cross-border 
energy trade 
 
Level of power trade  
  Target (2017): 400 MW 
  Baseline (2012): 150 MW 

Large hydropower (large 
dams)  

Renewable (solar, small 
hydro, wind)  

Electricity transmission 
and distribution (electrical 
power transmission) 

Energy sector 
development (policy and 
regulation, tariffs and 
pricing, PPP)  

$445 million (41% of total 
envelope, 2013–2016)  
 
 
ENV: 95% 
GEN/EGM: 4% 
PSD: 63% 
RCI: 37% 

 
 
 

2. Transport and ICT (Strategy 2020 Core Area 1: Infrastructure and 2: Regional Cooperation and 
Integration) 

Increase connectivity 
and access to basic 
services and markets, 
and promote tourism  

Enhanced global–local 
connectivity  
 
Cross border land cargo 
volume along the east–west 
corridor (tons/year)  
 Target (2022): 608,300 

 Baseline (2012): 
553,000 

 
TIA international passenger 
movement (million/year) 

 Target (2017) 7.5  
 Baseline (2012): 2.7 
 
TIA domestic passenger 
movement (million/year)  
 Target (2017): 1.94 
 Baseline (2012): 1.58 

Air transport (airport, air 
navigation and security, 
air transport policies and 
reforms)  

Road transport (national 
roads, district and rural 
roads, road maintenance, 
road transport policies 
and reforms) 

Urban transport (urban 
transport planning and 
reforms)  

Transport management 
and policies (sector-wide 
management and 
reforms, PPP) 

 

$270 million (25% of total 
envelope, 2013 - 2016) 
 
 
ENV: 11% 
GEN/EGM: 44% 
PSD: 0% 
RCI: 100% 

3. Water Supply and Other Municipal Infrastructure and Services (Strategy 2020 Core Area 1: Infrastructure 
and 2: Environment) 

Provide improved 
drinking water supply 
and sanitation services 
to all citizens 
 

Increased use of water 
supply and sanitation 
services 
 
Population using improved 

Water supply and 
sanitation (drinking water 
systems, sanitation 
systems, waste water 
management, operation 

$217 million (21% of total 
envelope, 2013–2016) 
 
 
ENV: 100% 



12  
 

 

water supply  
Target (2017): 100%  
Baseline (2012): 85% 
 

Population using sanitation 
facilities  

Target(2017): 100%  
Baseline(2012): 62% 

and maintenance, tariff 
policies and sector 
development) 
 
 Urban sector 
development (urban 
governance, urban 
planning, urban 
environmental policies)  

GEN/EGM: 89% 
PSD: 37% 
RCI: 0% 

 

4. Agriculture, Natural Resources and Rural Development (Strategy 2020 Core Area 1: Infrastructure and 2: 
Environment) 

Increase agricultural 
and livestock 
production, 
productivity, and 
commercialization; and 
adopt eco-friendly 
technologies to adapt 
to climate change     

Increased agricultural 
production, productivity, and 
food security 
  
Agricultural GDP per capita 

Target (2017): NRs 12,660 
Baseline (2012): NRs 9,866 

 
Proportion of population 
generally food secure  

Target (2017): 65%  
Baseline (2010): 58% 

Irrigation, drainage, and 
flood protection (irrigation 
system management, 
flood protection) 
 
 Water-based natural 
resource management 
(water system 
development and 
conservation) 
 
 Agriculture and rural 
sector development (rural 
infrastructure)  

$89.0 million (8% of total 
envelope, 2013–2016) 
 
 
ENV: 66% 
GEN/EGM: 100% 
PSD: 0% 
RCI: 0% 

 

5. Education (Strategy 2020 Core Area 5: Human and Social Development) 

Education system that 
is efficient, effective, 
and accountable to 
ensure equitable and 
inclusive access to all 
levels of education  

Increased educational 
attainment for both men and 
women, including socially 
excluded groups and better 
skilled labor force 
  
Mean years of schooling(15 
years of age and above)  

Target (2017): 10.0 years 
Baseline (2011): 8.1 years 
(males, 8.2 years; females, 
8.0 years) 
 

TVET qualifications  

Target (2017): 15,500 
TSLCs/diplomas, and 
86,200 short-term courses 
Baseline (2012): 13,300 
TSLCs/diplomas, and 
46,200 short-term courses 

Technical education and 
vocational skills training 
(vocational training, 
formal skills development, 
informal skills and 
technical training, support 
to disadvantaged groups, 
system reforms and 
policies) 
 
Upper secondary 
education (support to 
school sector reform 
program)  

$65 million (6% of total 
envelope, 2013–2016) 
 
ENV: 0% 
GEN/EGM: 100% 
PSD: 31% 
RCI: 0% 

EGM = effective gender mainstreaming, ENV = environmental sustainability, GEN = gender equity, ICT = 
information and communication technology, PPP = public–private partnership, PSD = private sector development, 
RCI = regional cooperation and integration, TIA = Tribhuvan International Airport, TVET = technical education and 
vocational training, TSLC = technical school leaving certificate.  
Sources: Asian Development Bank and Government of Nepal estimates based on sector strategies and plans; ADB. 
2013. Country Operations Business Plan: Nepal, 2014–2016. Manila. 
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LIST OF LINKED DOCUMENTS 
http://www.adb.org/Documents/CPS/?id=NEP-2013 

 

1. Economic Analysis (Summary)  

2. Poverty Analysis (Summary)  

3. Gender Analysis (Summary) 

4. Environment Assessment (Summary)  

5. Private Sector Assessment (Summary) 

6. Sector Assessment (Summary): Energy 

7. Sector Assessment (Summary): Transport 

8. Sector Assessment (Summary): Water Supply and Other Municipal Infrastructure and 
Services 

9. Sector Assessment (Summary): Agriculture and Natural Resources 

10. Sector Assessment (Summary): Education 

11. Risk Assessment and Risk Management Plan (Summary)  

12. Country and Portfolio Indicators  

13. Country Performance Assessment Ratings  

14. Country Cost-Sharing Arrangements and Eligible Expenditure Financing Parameters 

15. Country Partnership Strategy Formulation  

16. Country Partnership Strategy Final Review 

17. Country Operations Business Plan (Draft) 

18. Country Partnership Strategy Final Review Validation 

19. Country Poverty Analysis (Detailed) 

20. Private Sector Assessment  

21. Regional Cooperation and Integration Assessment (Summary) 

22. Country Environment Note 

23. Governance Assessment (Summary) 

24. Country Governance Risk Assessment and Risk Management Plan 

25. Risk Assessment and Risk Management Plan: Energy Sector 

26. Risk Assessment and Risk Management Plan: Transport Sector 

27. Risk Assessment and Risk Management Plan: Education Sector 

28. Risk Assessment and Risk Management Plan: Water Supply and Other Municipal 
Infrastructure and Services 

29. Risk Assessment and Risk Management Plan: Agriculture and Natural Resource Sector 

30. Country Portfolio Performance and Actions for Implementation 

31. Knowledge Management Plan 

32. Gender Equality and Social Inclusion Results Monitoring Matrix 

33. Voices from the Field 

 


