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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Foci and Key Activities  
 
1. Nepal receives significant assistance from various development partners to achieve its 
goals of broad-based and inclusive economic growth. In urban development and water supply 
and sanitation, the Asian Development Bank (ADB) has been the largest development partner 
for almost two decades. Other major development partners in the sector include German 
development cooperation through the German Agency for International Cooperation (GIZ) and 
KfW, Government of Finland, Japan International Corporation Agency (JICA), the United 
Nations Development Programme (UNDP), and the World Bank. Details of projects and 
corresponding development partners since 2001 are in the table below.  

 
Major Development Partners  

Development Partner   Project Name Duration 
Amount 

(million) 

Urban Sector Development 

ADB  Urban and Environmental Improvement Project  2003–2011  $30.0 
 Local Governance and Community Development Program

a
 2008–2013 $106.3 

 Secondary Towns Integrated Urban Environmental 
Improvement Project

b
 

2010–2016 $60.0 

 Kathmandu Sustainable Urban Transport Project  2010-2014 $20.0 
JICA Kathmandu Valley Urban Road Development – Improvement of 

the Kathmandu Bhaktapur Road 
2008–2011 $26.0 

KfW Town Development Program II 2001–2009 €8.0 
Town Development Program III  2009–2012 €7.5 

GIZ Community Infrastructure in Municipalities 2000–2005 DM14.0 
 Urban Development through Local Efforts Program 2008–2010 €5.5 
Government of Finland Strengthening of Environmental Administration and 

Management at the Local Level in Nepal  Phase I 
2001–2007 €5.2 

 Strengthening of Environmental Administration and 
Management at the Local Level in Nepal  Phase II 

2008–2011 €3.5 

UNDP Public–Private Partnership for Urban Environment 2002–2012 $1.4 
UN-HABITAT Urban Water Supply and Sanitation and Pro-poor Governance 

and Capacity Building 
2007–2011 $0.8 

World Bank Urban Governance and Development Program: Emerging 
Towns Project  

2011–2016 $25.0 

Waste Management 

Government of Finland Regional Waste Management Project 2010–2014 €4.4 

Water Supply and Sanitation 

ADB Small Towns Water Supply and Sanitation Sector Project  2001–2008 $34.0 
 Second Small Towns Water Supply and Sanitation Sector 

Project 
2009–2015 $45.1 

 Melamchi Water Supply Project
c
 2001–2014 $317.0 

 Kathmandu Valley Water Service Sector Development 
Program-Project  

2003–2014 $10.64 

 Energy Access and Efficiency Improvement Project (including 
Solar Powered Street Lamp Installation Project) 

2010–2012 $4.2 

 Kathmandu Valley Water Supply Improvement Project 2011–2016 $80.0 
JICA Improvement of Water Supply Facilities in Urban and Semi 

Urban Center 
2005–2006 $9.8 

ADB = Asian Development Bank, DM = deutsche mark, GIZ=Deutsche Gesellschaft für Technische Zusammenarbeit, 
JICA = Japan International Cooperation Agency, UNDP = United Nations Development Programme, UN-Habitat = 
United Nations Human Settlement Programme. 
a
 Led by the Government of Nepal with other development partners including ADB, Canadian International Development 

Agency, Danish International Development Agency, Department for International Development, GIZ, the Government of 
Norway, JICA, Swiss Agency for Development and Cooperation, United Nations Joint Programme (UNDP, United Nations 
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Children’s Fund, United Nations Capital Development Fund, United Nations Population Fund, United Nations Volunteers), 
and World Bank. 

b
 Cofinanced by the OPEC Fund for International Development. 

c
 Cofinanced by JICA, Nordic Development Fund, and the OPEC Fund for International Development. 

Source: Asian Development Bank 

 
2. From 1987 to 2010, GIZ has implemented the Urban Development Through Local Efforts 
program to strengthen municipal governance and financing and reduce urban poverty. A series 
of technical assistance projects have been provided, particularly to the Ministry of Local 
Development and the Town Development Fund (TDF), covering subprojects such as municipal 
organizational development, local economic development, and periodic plans; manuals and 
software on accrual accounting for municipalities; and other specific sector-based support.  
 
3. The Government of Japan, through JICA, has been active in the sector and has been 
working closely with other development partners in various urban projects such as the Melamchi 
Water Supply Project and Improvement of the Kathmandu–Bhaktapur Road. In 2011, JICA 
initiated the Kathmandu Urban Transport Study, which will update and revise an earlier master 
plan prepared in 1993 with JICA’s support, and will cover roads and public transport.   
 
4. UNDP has focused on increasing private sector involvement in urban services and 
infrastructure through public–private partnerships. In 2010, United Nations Volunteers provided 
volunteers for UNDP’s Public Private Partnership for Urban Environment, with funding from the 
ADB and Australian Agency for International Development.  
 
5. The United Nations Human Settlements Programme (UN-HABITAT) supports activities 
in their Water for Asian Cities program, including developing pro-poor approaches for urban 
water and sanitation and promoting innovative urban sanitation approaches. It linked its 
initiatives with ADB urban and water and sanitation sector programs in 2007–2009. 
  
6. In 2009–2010, to complement ongoing donor initiatives and draw together the economic, 
environmental, and social aspects of urban growth with decentralization and state restructuring, 
the World Bank undertook a number of studies and consultations on emerging towns to 
reengage in the urban sector.  Accordingly, the World Bank approved the Emerging Towns 
Project under the Urban Governance and Development Program in May 2011. This project has 
targeted fast-growing secondary towns and smaller towns in the eastern and western regions. 
 
B. Institutional Arrangements and Processes for Development Coordination  
 
7. The development coordination at the national level is the responsibility of the Ministry of 
Finance, which assigns the Ministry of Physical Planning and Works (MPPW) to directly 
coordinate with relevant actors. The MPPW is responsible for formulating national policies and 
programs for water and sanitation, roads, and urban development and guide activities so as to 
meet objectives and targets outlined in national development plans.  
 
8. Relatively few development partners are active in the sector and key players (e.g., ADB, 
GIZ, KfW and the World Bank) have been collaborating closely to discuss and promote 
development coordination in the urban sector. ADB is also coordinating its assistance with JICA 
by implementing the joint action plans agreed between ADB and JICA for the urban and water 
sector in 2010. The two institutions have been holding periodic joint coordination meetings since 
2010 to share sector information and discuss collaboration.  
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9. With support from UN-HABITAT and other development partners, the government, 
through the Department of Urban Development and Building Construction in the MPPW, took 
the lead in formally establishing the Urban Development Forum in December 2009, which 
includes external development partners. Through this forum and separately, ADB is 
coordinating with relevant development partners working in the urban sector to update and 
ensure synergy and coordination between their operations and those of ADB. 
  
C. Achievements and Issues 

  
10. In the past, inadequate collaboration among development partners and between the 
government and its partners sometimes resulted in differing practices and funding mechanisms. 
The government and development partners are now pursuing alignment and harmonization.    
 
11. Water, sanitation and hygiene (WASH) sector stakeholders in Nepal signed the first joint 
sector review (JSR) resolution during the JSR meeting organized by the Sector Efficiency 
Improvement Unit (SEIU) of the MPPW in May 2011.1 The JSR document is considered a 
common guiding document for the WASH sector, and the SEIU will seek feedback and 
cooperation from stakeholders to improve sector coordination, harmonization and performance. 
 
12. In the urban sector, close collaboration among development partners contributed to (i) 
coordinated support for institutional development of the TDF among ADB, GIZ, and World Bank; 
(ii) establishment of the TDF loan and grant policy, which will lead to a harmonized approach to 
urban financing; and (iii) a coherent modality and complementarity between World Bank and 
ADB urban projects. GIZ and the World Bank will jointly support a major refurbishment of TDF 
under the Urban Governance and Development Program in accordance with the TDF business 
plan, which covers (i) immediate actions aimed at restructuring and workout of problem loans in 
TDF; and (ii) establishing and strengthening units, systems, procedures, skills, and capacities 
for project finance, fund and risk management, business development and human resources 
development. ADB is also providing capacity development technical assistance to strengthen 
TDF’s capacity for project appraisal and public–private partnerships, and to improve recovery of 
problem loans.2    
 
D. Summary and Recommendations  
 
13. On the broader urban sector level, ADB and development partners will continue to 
support the government by consolidating and coordinating their efforts by using the existing 
Nepal Urban Development Forum. With more development partners entering and strengthening 
urban sector operations, coordination needs to be enhanced to optimize benefits and minimize 
duplication of effort. 

                                                
 
1
 Operation of the SEIU is being supported by the Second Small Towns Water Supply and Sanitation Sector Project 

(ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian 
Development Fund Grant to Nepal for the Second Small Towns Water Supply and Sanitation Sector Project. 
Manila).  

2
 ADB. 2010. Technical Assistance to Nepal for Strengthening the Town Development Fund Capacity for Public-

Private Partnership. Manila. 


