
 
 

Country Portfolio Performance and Actions for Implementation 
 

A. Lending and Non-lending Operations  

1. ADB began lending to Nepal in 1969. As of 31 August 2013, Nepal has received 163 
loans/grants—126 sovereign ADF loans ($3,080.88 million), 5 non-sovereign loans ($58.64 
million), and 32 ADF grants ($798.25 million) totaling $3,937.77 million.  
 
2. The portfolio of active sovereign ADF loans and grants as of 31 August 2013 consists of 
45 loans and grants (for 35 investment projects) with an overall net amount of $1,533.21 million. 
The sector distribution of the loans and grants is as follows:   

• 10 in agriculture and natural resources sector ($201.05 million) 
• 2 in education sector ($85.00 million) 
• 6 in energy sector ($286.61 million) 
• 3 in finance  sector ($77.04 million) 
• 1 in public sector management ($21.0 million) 
• 1 in trade and industry sector ($15.0 million) 
• 11 in transport and communications sector ($323.95) million) 
• 8 in water and other municipal infrastructure services($472.69 million) 
• 3 in multi sector ($50.87 million) 

 
3. As of 31 August 2013, ADB has approved technical assistance (TA) projects totaling 
$173.5 million. There are currently 28 ongoing TA projects amounting to $33.5 million.  Nineteen 
projects (22 loans and grants) and 5 TA projects, which are about 54 and 18%, respectively, of 
the Nepal portfolio, are currently being administered by NRM.  
 

1. Portfolio Performance in the Recent Years 

4. Nepal’s portfolio performance was lowest during the peak period (2001–2004) of the civil 
conflict, due to the impact of the tenuous political and security situation. Contract awards ratio 
was 7% and disbursement ratio 4.4% in 2004. Net resource transfer to Nepal was a negative 
$17.4 million. However, the performance turned around after the end of the conflict in 2006, and 
progressively improved. In 2009–2011, average contract award ratio reached 23.9%, and the 
disbursement ratio 22.3%. Net resource transfer was also positive at $91.9 million on an 
average. However, year 2012 posed particular challenges, due to disruptions caused by the 
dissolution of the Constituent Assembly in May, followed by the difficulties associated with the 
partial and delayed passage of the FY2013 budget. Total contract awards amounted to $145.6 
million and disbursement $89.7 million, with the contract award and disbursement ratio of 19.1% 
and 9.4%, respectively. Net resource transfer recorded a negative $2.6 million.  
 
5. As to the performance in 2013, annual targets for contract awards and disbursement are 
$208 million and $198 million, respectively, of which 68% ($142 million) and 28% ($55 million) 
have been achieved as of 31 August 2013. Nepal’s still-to-be awarded net loan/grant amount 
has reached $927 million (60% of net loan/amount) and undisbursed amount $1,173 million 
(77% of net loan/ grant amount) and are rising over the years, which poses a significant 
challenge to portfolio management. Key portfolio performance indicators are shown in Table 1.   
 
 

Table 1. Key Portfolio Indicators in the Recent Years 
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Performance Unit 2008 2009 2010 2011 2012 
2013 (As of 

31 Aug) 

Ongoing Loan and Grant Portfolio 

Total Commitment $ million 919.0 1,246.2 1,230.4 1.348.9 1,322.4 1,533.2 

Unawarded 
(% of commitment) 

$ million 
(%) 

518.7 
(56) 

625.2 
(50) 

720.6 
(59) 

761.3 
(56) 

706.6 
(53) 

927.0 
(60) 

Undisbursed 
(% of commitment) 

$ million 
(%) 

589.4 
(64) 

829.5 
(67) 

849.3 
(69) 

905.4 
(67) 

911.5 
(69) 

1,173.0 
(77) 

Contract Award 
Total  achieved 
(CA ratio)  

$ million 
(%) 

145.3 
(24.2) 

231.9 
(29.5) 

133.6 
(17.1) 

228.4 
(25.1) 

145.6 
(19.1) 

142.40 
 

Excluding program  
loans and grants 
(CA ratio) 

$ million 
(%) 

69.2 
(11.0) 

122.1 
(20.9) 

103.8 
(16.5) 

120.2 
(17.4) 

134.3 
(19.1) 

134.61 

Disbursement 
Total achieved 
(Disb. ratio) 

$ million 
(%) 

127.1 
(17.8) 

199.5 
(28.5) 

111.4 
(14.4) 

208.8 
(24.0) 

89.7 
(9.4) 

55.27 

Excluding program 
loans and grants 
(Disb. ratio) 

$ million 
(%) 

66.5 
(8.9) 

73.6 
(15.3) 

81.4 
(13.1) 

113.3 
(15.6) 

75.0 
(9.4) 

47.27 

Net Resource Transfer 

Net Resource 
Transfer* 

$ million 64 125.0 30.8 115.9 - 2.6 n.a. 

Projects At Risk 

Projects at Risk 
  

% 6 3 0 14 7 14 

Number 2 1 0 4 2 5 

  
6. The overall risk ratio of the portfolio has increased from 2011, with the introduction of 
ADB’s new portfolio performance indicators and ratings. As of 30 June 2013, six projects were 
rated as those “at risk”. Also, the portfolio consists of 8 projects rated as “potential problem” 
lagging behind in implementation. The ‘at risk’ and ‘potential problem’ projects are 
predominantly influenced by their contract award and disbursement performance.  
 
C. Key Factors Affecting Portfolio Performance  
 
7. Portfolio management is challenging in Nepal amidst the prolonged political transition 
and the resulting adverse impact on the governance and the law and order situation. There are 
also systemic weaknesses that affect performance.  
 

(i) Inadequate Selectivity and Focus. NRM’s active portfolio as of August 2013 
comprised 35 investment projects scattered across the country with a large number of 
small contracts. This poses significant challenges in (a) ensuring timeliness, efficiency, 
and quality of procurement and work implementation, (b) managing fiduciary risks, and 
(c) effective supervision by the EAs/IAs and ADB. Higher selectivity and focus in 
subsector and project selection is called for, along with enhanced efficiency in 
implementation including larger sized packaging of procurement and design and 
supervision consultants.  

(ii) Project Readiness. Projects have been consistently experiencing start-up delays, which 
‘snow ball’ into substantial implementation delays with slow contract award and 
disbursement, and the extension of project completion dates. These start-up delays are 
caused by insufficient project preparation including due diligence studies, land 
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acquisition, establishment of project implementation units, and appointment of project 
staff. In many projects, detailed designs and procurement packaging are done by the 
consultants, whose recruitment starts after project approval. This results in major 
contract awards taking place only after 3 years of project approval, and is the cause of 
the high percentage of pending contract awards in the portfolio. Average time required to 
complete 25% of contract award achievement after approval was 2.4 years in 2012.     

(iii) Human Resources and Management. In general, there is a substantial need for 
establishing awareness and capacity for the requisite implementation procedures and 
arrangements (in procurement, contract administration, safeguards, and stakeholder 
consultation). Leadership for sound project management is also critical. However, 
frequent transfer of project staff (largely associated with frequent changes of 
government) disrupts smooth implementation. This is also the case for projects 
implemented by local governments in which local development officers in the districts 
and the chief executive officers in the municipalities have high turnover ratio.   

(iv) Procurement Management. There is a lack of institutional capacity and designated staff 
in preparing robust procurement plans, which is critical to monitor procurement and 
contract execution. The environment is even weaker at the local level primarily due to 
lack of adequate capacity and oversight. The public procurement environment is also 
less conducive to maintain stringent procurement, due to weak enforcement of the 
Public Procurement Act and Regulations, and low capacity of the most procuring entities 
as well as the Public Procurement Monitoring Office (PPMO), the central monitoring and 
regulatory agency for public procurement.  

(v) Public Financial Management (PFM). PFM systems (budgeting, budget execution, 
accounting and auditing) are generally underdeveloped. Delayed approval, authorization 
and release of annual budget also affect timely implementation of development projects. 
This is complicated by the weak accountability mechanism due to the fluid political 
environment and absence of elected local governments leading to increased fiduciary 
risks and corruption and delays in achieving intended project outputs and outcomes. 1 

(vi) Performance of Consultants and Contractors. Weakness in the performance of 
contractors and consultants is also an issue in a number of projects. Contractor 
performance is often hampered by absence of lead firm personnel and delay in 
equipment deployment, leading to weak implementation management and time and cost 
overrun. Performance of consultants (for design and supervision) is often low, caused by 
frequent replacement of key experts, and weak progress reporting and oversight.  

 

2. Actions for Improving Portfolio Performance 

8. Recent Efforts. The government recognizes the importance of strengthening portfolio 
performance, which has significant implications for (i) development effectiveness and (ii) future 
ADF country allocation under ADB’s performance-based allocation policy. Close collaboration 
between the government and ADB has led to the improvement of portfolio performance since 
2006, although such gains were adversely affected by the political disruptions in 2012.  
 
9. To strengthen portfolio performance, ADB/NRM has strengthened capacity building 
support of relevant government agencies for more effective and efficient project implementation 
in the recent years. These have included (i) assessing procurement capacity of the EAs/IAs of 

                                                
1
  The specific assessment and actions taken are shown in the Supplementary Appendix on Governance 

Assessment.  
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new projects and providing capacity building and awareness seminars to their staff; (ii) 
developing detailed procurement plans and providing monitoring and support for its timely 
implementation; and (iii) strengthening financial management systems by training staff on 
disbursement and annual audit requirements. In February 2012, a project readiness filter was 
agreed upon with the government to ensure enhanced project readiness at entry.2 A project 
preparatory facility was also introduced in 2010 for transport (air and road) sector, which was 
extended to the agriculture and natural resources sector in 2012.  
 
10. Building on these tools, the annual Country Portfolio Review Missions (CPRMs) have 
been strengthened since 2010, with a more systematic approach applying “results-based 
portfolio management”. This approach aims to (i) assess the portfolio performance against key 
portfolio result indicators, (ii) review status of implementation of all projects and examine 
common project implementation problems at country and sector levels; and (iii) agree on a time-
bound action plan with quantifiable monitoring targets to improve portfolio performance. These 
are complemented by assessing the progress of each sector and theme against adopted results 
frameworks (RFs). The government and ADB have also instituted Quarterly Country Portfolio 
Reviews (QCPRs), in order to follow up on the CCPR actions while reviewing and discussing 
appropriate actions to ensure sound portfolio performance at project, sector, and country levels.    
 
11. Given the systemic nature of some of the portfolio performance bottlenecks, the 
government and the development partners (DPs) have also established the Nepal Portfolio 
Performance Review (NPPR) forum to discuss and pursue broader reform measures to 
strengthen project implementation and overall development effectiveness. While it was originally 
initiated with a few DPs (namely, ADB, JICA and World Bank), it now comprises a total of 12 
DPs. The annual NPPR process involves a progress review and further action planning to 
address the systemic portfolio constraints including public PFM, public procurement, human 
resources management, management for development results (MfDR), and aid effectiveness. 
The implementation progress of the action plan is then jointly reviewed by the government and 
participating DPs on a quarterly basis.    
 
12. Measures to Further Enhance Portfolio Performance during New CPS (2013–2017). 
The above efforts will be further enhanced to deliver a more visible and sustainable impacts on 
portfolio performance. The specific measures are summarized in Table 2.   
 

Table 2. Measures to Improve Portfolio Performance 

Issues Actions Applied during CPS Period 

Selectivity and Focus 
 

• ADB operations will focus on smaller number of sectors and subsectors and larger 
size of projects, with the reduction of sectors and subsectors from 7 and 24 in the 
previous CPS to 5 and 16, respectively under new CPS. 

• In individual projects, efficient (or larger sized) procurement packaging will be 
pursued.  

Higher project readiness 
at approval  

• Strengthening and effective enforcement of the project readiness filter (established 
in 2012) to align it with ADB’s revised business process. 

• Introduction of PPF in all core operating sectors, to ensure that substantial 
percentage of procurement is ready by the time of project approval (applied to 
energy in 2013 and urban sector in 2014). 

                                                
2
  Key elements of the project readiness filter include necessary due diligence studies, financing plans, procurement 

plan, availability of government budget, financial management arrangements, and implementation monitoring and 
reporting arrangements.  
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Issues Actions Applied during CPS Period 

Human resource 
development and 
management 

• Establishment of long-term partnerships for priority sectors by setting out 
institutional strengthening roadmaps.  

• Systematic provision of training (through annual training calendar), with effective 
capacity development planning (at appraisal) and monitoring of capacity 
development status of EAs/IAs on relevant subjects.   

• Policy dialogues in CPRM and NPPR to ensure stable leadership at project and 
sector/thematic levels, with close monitoring of staff turnover and intervention 
during CPRM and QCPR meetings.  

Portfolio Performance 
Management  
(1) Performance Rating  

 

• Establish performance targets and advance warning systems for the potential risks 
in the forthcoming quarters (in achieving the targets), to facilitate advance planning 
of preventive measures.  

• Stronger systems to achieve annual and quarterly contract awards and 
disbursement targets with effective monitoring and troubleshooting.  

• Rationalization of low performing projects including cancellation to bring back the 
projects on track.  

(2) Procurement Planning 
and Management  

 
 

• Support to EAs/IAs in preparing robust and detailed procurement plans, along with 
the adoption of the e-Gp system. 

• Close monitoring and support for timely implementation and updating of 
procurement plans (with a focus on large packages).  

• Capacity and awareness building through project implementation seminars, 
procurement clinics, and business opportunity seminars. 

(3) Management of 
Contractors and 
Consultants 
 

• Effective monitoring and troubleshooting systems through sound progress reporting 
(S-curves and deviations, and recommended rectification measures). 

• Establishment of regular review mechanisms between the government and ADB to 
monitor and guide consultant performance. 

(4) Annual Financial 
Audits  

• Maintain full compliance of timely submission with application of project wise 
monitoring and support established by NRM.  

• Progressively strengthen the quality of reports with provision of training to internal 
and external audit staff.  

Generic Reforms under 
NPPR 
(1) PFM  

• Implementation of PFM reforms at the central level (under the Multi-donor Trust 
Fund administered by World Bank) and the local level (through the ongoing 
Strengthening Public Management Program [SPMP] supported by ADB for local 
development, and ongoing SWAPs in health and education. 

• Close monitoring and dialogues for timely approval, authorization, and release of 
annual budget to development programs.   

• Support to strengthening relevant functions such as technical audit through the 
National Vigilance Center (included in the SPMP).   

(2) Public Procurement • Introduction of e-Gp system in all infrastructure sectors  
• Policy dialogues to strengthen monitoring and regulatory functions of Public 

Procurement Monitoring Office.   
Restructuring of CPRM 
and QCPR  
 

• Restructure the present arrangement (one CPRM and three QCPRs) to two 
tripartite portfolio reviews organized with high level participation of ADB 
headquarters staff, and two local QCPRs during the intervals.   

Reforms of NPPR • Strengthening of the effectiveness of NPPR with (i) stronger linkage to the ongoing 
and planned reforms in each subject, (ii) establishment of clear result targets 
related to portfolio performance, and (iii) pursuing higher level internal and joint 
quarterly review process. 

 


