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Nepal 
Development Indicators 

Non-MDG

Population	in	millions		
(2009)

27.5

Annual	population	growth	rate	(%)	
(2007–2009)

1.9

Adult	literacy	rate	(%)	
(2007)

56.5

Population	in	urban	areas	(%)	
(2008)

17.2

MDG

Population	living	on	less	than	$1.25	a	day	(%)	
(2004)

55.0

Population	living	below	the	national	poverty	line	(%)	
(2009)

25.4

Under-5	years	mortality	rate	per	1,000	live	births	
(2009)

50.0

Population	using	an	improved	drinking	water	sourcea	(%) 89.0

Net	enrollment	in	primary	education	(%)	
(2009)

93.7

MDG	=	Millennium	Development	Goal.
a	 Adjusted	for	arsenic	contamination.
Sources:	ADB.	2010.	Basic Statistics 2010.	Manila;	UNESCO.	2010.	Institute	for	Statistics	Data	Centre;	World	Bank.	2010.	
World	Development	Indicators	Online;	National	Planning	Commission,	2010.	Nepal	Millennium	Development	Goals:	
Progress	Report.

In	this	report,	$	refers	to	US	dollar,	unless	otherwise	specified.

In	preparing	any	country	program	or	strategy,	financing	any	project,	or	by	making	
any	designation	of	or	reference	to	a	particular	territory	or	geographic	area	in	this	
document,	the	Asian	Development	Bank	does	not	intend	to	make	any	judgments	
as	to	the	legal	or	other	status	of	any	territory	or	area.
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Nepal and ADB: Partners 
Through Thick and Thin 

Nepal	is	a	founding	member	of	the	Asian	
Development	Bank	(ADB),	having	joined	ADB		
in	1966.	Nepal	is	currently	the	fifth	largest	
recipient	of	assistance	from	the	Asian	
Development	Fund	(ADF).	By	31	December	2009,	
ADB’s	cumulative	loans	and	grants	to	Nepal	had	
reached	$2.97	billion	(Tables	on	page	1)		
comprising	ADF	loans	of	$2.42	billion,	an	
ordinary	capital	resources	(OCR)1	loan	of	
$2	million,	ADF	investment	grants	of		
$495.65	million,	and	nonsovereign	loans	of	
$49.5	million.	In	addition,	Nepal	received	
technical	assistance	grants	amounting	to	
$137.9	million.	Over	the	years,	ADB	assistance	
has	focused	on	agriculture,	education,	
water	supply	and	sanitation,	transport	and	
communications,	finance,	energy,	and	public	
and	private	sector	governance	(see	figure	on	
next	page).	

A	diverse	country	of	less	than	28	million	
people,	Nepal	has	three	distinct	geographic	
regions	(hills,	mountains,	and	the	lowlands	of	
the	terai);	and	several	communities	divided	by	
region,	ethnicity,	religion,	caste,	and	language.	

1	 Nepal	received	only	OCR	Loan	0046:	Jute	Development	in	1970.

Loan and Grant Approvals ($ million)a

1969–2003 2004 2005 2006 2007 2008 2009

OCR 2.000 – – – – – –

ADF 2,053.400 110.000 0.000 169.900 109.000 139.300 336.200
Total 2,055.400 110.000 0.000 169.900 109.000 139.300 336.200

Disbursements ($ million)a

1969–2003 2004 2005 2006 2007 2008 2009
OCR 2.000 – – – – – –
ADF 1,344.260 21.990 43.657 108.000 102.300 127.100 199.530
Total 1,346.260 21.990 43.657 108.000 102.300 127.100 199.530

–	=	0,	ADF	=	Asian	Development	Fund,	OCR	=	ordinary	capital	resources.
a Excluding	nonsovereign	loans	of	$49.5	million.

Road	constructed	from	Baglung	bazaar	to	
Ghodabadhne

While	this	adds	to	the	richness	of	the	country’s	
culture,	it	also	gives	rise	to	ethnic	and	regional	
competition	for	power	and	resources.	In	recent	
history,	an	elitist	monarchy	and	entrenched	
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social	discrimination	and	marginalization	
hampered	inclusive	development.	The	social	
exclusion	is	generally	seen	as	a	root	cause	
of	a	decade-long	conflict	that	ended	with	
a	peace	accord	in	2006.	Service	delivery	
presents	an	additional	challenge	in	the	rugged	
topography	of	a	country	that	has	8	of	the	
world’s	10	highest	mountains.	The	rural	
economy,	which	supports	about	80%	of	the	
country’s	population,	is	constrained	by	small	
landholdings	and	a	dependence	on	rainfed	
agriculture	and	thus	on	uncertain	weather	
patterns.	

Despite	these	difficulties,	the	incidence	of	
poverty	came	down	from	42%	in	1996	to	
25.4%	by	2009,	and	is	expected	to	fall	further	
to	24%	in	2010.	Nepal	is	on	track	to	achieve	
several	of	the	Millennium	Development	Goals,	
including	halving	the	incidence	of	poverty	by	
2015,	lowering	gender	disparity	in	primary	and	

secondary	education,	reducing	child	mortality,	
and	improving	maternal	health.	However,	
despite	some	improvements,	achieving	the	
targets	in	primary	education,	HIV/AIDS,	and	
sustainable	access	to	improved	sanitation	
may	be	difficult.	Child	malnutrition	in	Nepal	is	
reported	to	be	among	the	highest	in	the	world.

Nepal’s	gross	domestic	product	(GDP)	grew	
3.8%	annually	from	2005	to	2009,	buoyed	by	
the	end	of	hostilities,	but	hampered	by	erratic	
weather	conditions,	power	and	fuel	shortages,	
and	strikes	and	labor	tensions,	which	together	
constrained	both	agricultural	and	industrial	
growth.	The	global	economic	crisis	had	a	
limited	impact,	but	political	uncertainties,	
poor	weather,	and	infrastructure	bottlenecks	
restrained	economic	growth	in	FY2009,	with	
GDP	growth	slowing	to	4%,	down	from	5.8%	
in	FY2008.	Growth	in	all	sectors	is	expected	
to	decelerate	in	FY2010,	with	overall	GDP	
expansion	easing	to	3.5%.	

Although	Nepal	is	passing	through	a	difficult	
phase	of	political	transition,	the	country’s	
development	priorities	are	clear.	All	of	Nepal’s	
major	political	parties	are	committed	to	the	
objectives	of	reducing	poverty;	addressing	the	
wide	social,	economic,	and	regional	disparities;	
and	establishing	lasting	peace	and	stability.	
ADB	supports	these	aspirations	through	its	
Country	Partnership	Strategy	(CPS)	(2010–
2012),	which	is	focused	on	promoting	inclusive	
and	broad-based	economic	growth;	inclusive	
social	development;	governance	and	capacity	
building;	and	environmental	sustainability,	
including	climate	change	adaptation	and	
mitigation.

ADB	assistance	to	Nepal,	as	to	other	countries,	
is	also	focused	on	achieving	results	and	

Sector Distribution of  
Active Portfolio in Nepal  
(% as of December 2009) 

Total amount = $1,135.5 milllion

Multisector

Agriculture and natural resources

Education

Energy

Finance

Public sector management

Transport and information and communication technology 

Water supply and other municipal infrastructure services

5%

22%

19%

17%

6%

9%

21%

6%

All of Nepal’s major political 
parties are committed to 
the objectives of reducing 
poverty; addressing the wide 
social, economic, and regional 
disparities; and establishing 
lasting peace and stability
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coordinating	with	other	development	agencies	
for	optimum	aid	effectiveness.	Aside	from	the	
government,	ADB	coordinates	its	assistance	to	
Nepal	with	various	multilateral	and	bilateral	
donor	agencies	and	civil	society	organizations.	
ADB’s	first	results-based	CPS—then	called	the	
country	strategy	and	program—was	introduced	
in	Nepal	in	2004.	A	focused	but	flexible	and	
conflict-sensitive	approach,	reflected	in	its		
CPS	(2005–2009)	has	helped	ADB	promote	

Nirmal	Gauchan,	34,	who	runs	Kanchan	KC	Jadibuti	Trading	Pvt.	Ltd.	at	Rangeeni,	Baglung

Aside from the government, 
ADB coordinates its assistance 
to Nepal with various multilateral 
and bilateral donor agencies and 
civil society organizations

inclusive	development	by	addressing	root	
causes	of	conflict	in	an	uncertain	political	and	
security	environment.
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ADB assistance to Nepal is 
firmly focused on reducing 
poverty and providing access 
to development in a country that 
remains poor, predominantly 
rural, and deeply riven by ethnic 
and socioeconomic divisions

ADB	assistance	to	Nepal	is	firmly	focused	on	
reducing	poverty	and	providing	access	to	
development	in	a	country	that	remains	poor,	
predominantly	rural,	and	deeply	riven	by	ethnic	
and	socioeconomic	divisions.	Even	though	
the	incidence	of	poverty	declined	between	
1996	and	2004,	development	indicators	show	
marked	differences	between	higher-	and	lower-	
caste	population	groups	within	the	majority	
Hindu	community.	Other	marginalized	groups	
include	Nepal’s	indigenous	communities	
and	its	religious	minorities.	Women	face	
active	discrimination	and	have	poor	access	to	
education,	property	ownership,	financial	credit,	
and	political	power.	Women	from	marginalized	
groups	have	the	lowest	human	and	social	
development	indicators.

In	its	Country	Assistance	Program	Evaluation	
for	2009	(CAPE	2009),	ADB’s	Independent	
Evaluation	Department	(IED)	noted	that	ADB	
contributed	to	Nepal’s	macroeconomic	stability	
by	continuing	its	assistance	over	2004–2008,	
during	which	the	country	was	in	conflict	and	
political	transition.	At	the	same	time,	ADB	
promoted	inclusive	social	development,	with	
20.3%	of	its	2004–2008	operations	focused	
on	this	objective.	This	improved	access	to	and	
quality	of	education,	including	vocational	
education;	improved	access	to	clean	drinking	
water	brought	economic	and	social	benefits	
for	women.

Development Outputs from  
ADB-Supported Projects in Nepala

Sector

Outputs 
Achieved  

(2004–2009)

FINANCE  

Microfinance accounts opened and/or  
end borrowers reached (number)

816,820

Microfinance loans provided  
(amount in $ million)

41

TRANSPORT  

National highways, provincial, district, and 
rural roads built or upgraded (km)

708

Beneficiaries from road projects as per PCR 
(number)

258,000

Road beneficiaries based on area population 
data—not necessarily from RRP or PCR 
(if number of beneficiaries not available) 
(number)

834,000

Beneficiaries from road projects (number) 1,092,000
WATER  

Water supply pipes installed or upgraded  
and/or length of network (km)

5,434

New households served with water supply 
(number)

111,600

New households connected to water supply 
(piped) (number)

111,600

Households served by new sanitation  
facilities (number)

34,931

Land improved through irrigation services, 
drainage, and flood management (hectare)

139,670

Land improved through irrigation  
(and drainage) services (hectare)

85,320

ENERGY  

Installed energy generation capacity  
(megawatt equivalent)

144

Transmission lines installed or upgraded (km) 105
Greenhouse gas emission reduction  
(tCO2-equiv./yr)

2,445

tCO2-equiv./year	=	_____,	km	=	kilometer,	PCR	=	Project	Completion	
Report,	RRP	=	report	and	recommendation	to	the	President.
a	 	The	data	in	the	table	include	those	compiled	from	PCRs	completed	
between	2004–2009	only.

ADB’s Contribution 
to Development and  
Poverty Reduction
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ADB’s Contribution  
to Development and  
Poverty Reduction

ADB follows innovative 
approaches to implementing 
projects and programs to foster 
an environment of inclusion and 
to support the most marginalized 
groups, such as lower-caste 
Dalit communities, indigenous 
peoples, and women

ADB	follows	innovative	approaches	to	
implementing	projects	and	programs	to	foster	
an	environment	of	inclusion	and	to	support	
the	most	marginalized	groups,	such	as	lower-
caste	Dalit	communities,	indigenous	peoples,	
and	women.	

Education for All
ADB	has	been	one	of	nine	partners2	that	
followed	a	sector-wide	approach	(SWAp)	to	
help	implement	the	Government’s	Education	
for	All	(EFA)	Program	in	2005–2009.	The	EFA	
has	brought	education	to	those	who	have	
traditionally	enjoyed	fewer	opportunities	for	
schooling:	girls,	low-caste	Dalit	children,	and	
members	of	Nepal’s	indigenous	communities	
and	religious	minorities.	ADB	has	supported	
primary,	secondary,	and	technical	education	
through	teacher	training,	vocational	training,	
physical	infrastructure	development,	
rehabilitation	of	secondary	schools,	and	
construction	of	hostels.	As	of	December	
2009,	17%	of	ADB’s	active	portfolio	in	Nepal	

supported	the	education	sector	(see	figure	on	
page	2).

An	evaluation	by	ADB’s	IED	rated	assistance	
to	the	education	sector	as	“highly	relevant”	
to	development	in	Nepal.	ADB’s	support	to	
the	EFA	program	has	helped	in	significantly	
improving	access	to	and	quality	of	basic	
education.	The	net	enrollment	rate	in	primary	
education	increased	from	72.4%	in	2004	to	
93.7%	in	2009.	School	facilities	have	been	
continuously	upgraded	since	2002.	The	EFA	
Program	and	the	Secondary	Education	Support	
Project	saw	the	provision	of	scholarships	and	
school	grants	increased	from	150,000	in	2002	

2	 The	development	partners	are	ADB,	Australian	Agency	for	International	Development	(AusAID),	Denmark,	the	European	
Union,	the	United	Kingdom	Department	for	International	Development,	Finland,	Norway,	United	Nations	Children’s	
Fund	(UNICEF),	and	the	World	Bank.

Portraits	of	school	children	in	Kailali
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to	more	than	700,000	in	2007.	The	percentage	
of	trained	teachers	increased	almost	threefold	
over	the	same	period.	

To	bring	children	from	traditionally	marginalized	
communities	into	the	education	system,	it	is	
important	to	first	reach	out	to	their	parents,	
who	are	often	uneducated	and	have	limited	
understanding	of	the	potential	advantages	
of	education	for	their	children,	says	Ganesh	
Bahadur	Singh,	section	officer	in	the	District	
Education	Office	in	the	Kailali	district	of	Nepal’s	
Far-Western	Development	Region.	But	slowly	
those	old	attitudes	are	changing,	thanks	to	
government	programs	that	make	schools	more	
accessible	and	nongovernment	organizations	
that	work	in	the	villages	to	raise	awareness	of	
the	need	to	educate	both	girls	and	boys.	

Raj	Kumari	Chowdhary,	now	23,	started	working	
as	a	domestic	worker	when	she	was	10,	for	a	
wage	of	2,000	rupees	(less	than	$30)	a	year,	
paid	not	to	her	but	to	her	parents.	By	the		
time	she	was	15,	she	was	making	500	rupees		
(less	than	$8)	a	month	and	the	salary	was	paid	
directly	to	her.	At	18,	she	was	married	and		
by	19	she	was	a	mother.	

Raj	Kumari,	from	the	impoverished	indigenous	
Tharu	community	of	the terai,	is	determined	
to	chart	a	very	different	path	for	her	daughter,	

Angita.	“She	will	study	as	much	as	she	can,	
be	independent,	stand	on	her	own	feet,”	says	
Rajkumari	with	determination.	

Raj	Kumari’s	neighbor,	Santi	Chowdhary,	has	
an	8-year-old	daughter	in	school.	“The	school	
was	built	3	years	ago,”	she	says.	“Because	
of	this	school,	it	is	easy	to	educate	our	kids.”	
The	school	is	built	on	the	edge	of	the	village,	
which	is	dominated	by	people	of	the	Tharu	
community,	mostly	surnamed	Chowdhary.	

Livestock Raises 
Income in Rural Nepal
ADB	has	been	the	main	development	partner	in	
the	agriculture	sector,	and	agriculture	has	been	
the	largest	component	of	ADB’s	assistance	to	
Nepal.	It	continues	to	receive	a	large	share	of	
ADB’s	current	assistance	to	Nepal,	accounting	
for	19%	of	the	active	portfolio	at	the	end	of	
2009	(see	figure	on	page	2).	ADB	has	supported	
(i)	increased	agricultural	production	of	crops	
and	livestock,	higher	agriculture	incomes,	and	
employment	opportunities	for	rural	people;	and	
(ii)	increased	commercialization	of	agriculture,	
including	the	construction	and	rehabilitation	of	
rural	roads,	linking	farms	to	markets.	

Shree	Adarsha	community	school,	dodhara-9,	Bauniya
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ADB supports livestock 
development in Nepal to help 
raise incomes and nutritional 
standards in poverty-stricken 
areas of the country

ADB	supports	livestock	development	in	Nepal	
to	help	raise	incomes	and	nutritional	standards	
in	poverty-stricken	areas	of	the	country.	
The	Third	Livestock	Development	Project	
(completed	in	2004,	funded	by	an	ADF	loan	of	
$18.5	million)	raised	incomes	as	well	as	meat	
and	milk	production.	Milk	productivity	rose	to	
495	liters	per	buffalo	per	year,	far	higher	than	
the	project	objective	of	170	liters.	Buffalo	meat	
production	per	animal	rose	by	35%	during	the	
project	period	and	goat	meat	production	by	
40%,	both	higher	than	projected.	This	rise	in	
productivity	in	milk	and	meat	led	to	an	average	
35%	increase	in	household	income	for	about	
56,500	poor	families.	

Matishara	Thapa	is	a	64-year-old	widow	with	
four	children.	Although	she	owned	some	land,	
life	was	hard	for	a	woman	without	the	support	
of	a	man	in	rural	Nepal.	But	today,	Matishara	
speaks	confidently	as	a	respected	founder	
member	of	a	women’s	group	in	the	village	of	
Sakhuwani	Danda,	about	10	kilometers	from	

the	town	of	Bhairhawa,	in	Rupandehi	district	
(Western	Development	Region).	“I	work	hard,	
but	I’m	happy,”	she	says.	

Her	life	began	to	change	14	years	ago	when	
she	joined	a	women	farmers’	group	in	
Sakhuwani	Danda.	The	farmers’	group	was	
set	up	under	the	Third	Livestock	Development	
Project	to	help	poor	families	augment	their	
meager	incomes	by	raising	animals.	The	women	
of	Sakhuwani	Danda	chose	to	raise	goats.	The	
goat	Matishara	received	as	part	of	the	project	
produced	several	kids,	only	one	of	which	had	
to	be	returned	to	the	group	as	part	of	the	
revolving	fund	scheme.	She	raised	the	other	
kids	and	sold	them	for	a	tidy	profit.	

Matishara	Thapa,	64,	Sakhuwani	Danda,	Rupandehi
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Matishara	has	also	taken	low-interest	cash	loans	
from	the	group,	all	of	which	she	has	repaid	
on	time.	With	the	loans	and	the	goat-rearing,	
she	has	been	able	to	put	money	into	her	land,	
educate	her	children,	and	build	a	good	family	
home.	She	grows	high-yielding	rice	varieties	
for	which	she	uses	farm	yard	manure	produced	
out	of	the	farm	waste.	After	taking	care	of	the	
family’s	own	needs,	she	is	able	to	earn	80,000–
90,000	rupees	($1,040–$1,170)	annually	from	
the	sale	of	her	surplus	rice.	

The	project	has	helped	the	women	of	Sakhuwani	
Danda	pull	themselves	out	of	poverty.	They	
are	small	entrepreneurs	now,	well	able	to	look	
after	themselves.	Membership	in	the	farmers’	
group,	which	had	risen	to	50	at	one	time,	fell	
to	30	as	several	members	used	their	earnings	
from	livestock	development	to	set	up	small-scale	
businesses,	such	as	beauty	salons	and	grocery	
stores.

For	the	50	women	who	have	benefited	from	
the	project	in	Sakhuwani	Danda,	the	project	
has	served	its	purpose,	having	given	them	
the	means	to	lift	themselves	out	of	poverty	
and	empowering	them	to	plan	their	own	
futures	with	confidence.	Their	group	was	one	
of	1,395	farmers’	groups	formed	under	the	
ADB	project	to	help	17,522	poor	families.	
An	additional	38,933	farmers	were	helped	
on	an	individual	basis.	A	project	completion	
report	(PCR)	published	by	ADB	in	2006	found	
goat	raising	through	farmers’	groups	was	

particularly	effective	in	raising	the	incomes	of	
women,	former	bonded	laborers,	and	other	
disadvantaged	groups.	Local	nongovernment	
organizations	(NGOs)	played	a	significant	role	
in	identifying	those	most	in	need,	forming	
groups,	and	training	group	members.	The	
project	provided	financial	and	technical	
support.	The	Government	of	Australia	provided	
assistance	worth	$750,000	under	a	cofinancing	
arrangement	with	ADB.

Microfinance 
Empowers Women
ADB	has	improved	the	access	of	the	poor	
and	socially	excluded	to	reliable	and	
efficient	financial	services	by	promoting	
and	strengthening	microfinance.	The	ADB-
supported	Rural	Microfinance	Project	
(completed	in	2007,	funded	by	an	ADF	loan	
of	$20	million)	extended	1.2	million	loans	
to	microenterprises	through	58	partner	
agencies.	The	project	supported	agriculture	and	

ADB has improved the access of 
the poor and socially excluded 
to reliable and efficient financial 
services by promoting and 
strengthening microfinance

Kamala	Khatri	Chhetri	opened	new	Groccery	shop	after	she	joined	women’s	group	in	Simalchaur
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microenterprise	activities	in	several	districts.	
It	strengthened	the	institutional	and	financial	
capabilities	of	Rural	Microfinance	Development	
Centre	Ltd	(RMDC),	Nepal	Rashtra	Bank	(NRB),	
and	other	partner	agencies.	It	promoted	greater	
participation	by	women	in	economic	activities.	

Kamala	Khatri	Chhetri	runs	a	grocery	shop	in	
the	village	of	Simalchaur	in	the	hills	around	
the	town	of	Baglung	(Western	Development	
Region).	Her	income	has	risen	threefold	since	
she	joined	a	women’s	microfinance	scheme	only	
2	years	ago—from	1,000	rupees	(about	$13)	to	
3,000	rupees	(about	$40)	a	month.

She	saves	money	through	the	Simalchaur	
Self-Reliant	Women’s	Center,	takes	loans	when	
needed,	and	contributes	to	a	pension	scheme	
that	will	double	her	deposits	in	15	years.		
She	became	eligible	for	loans,	without	collateral	
and	at	reasonable	rates	of	interest,	1	month	
after	joining	the	center.	She	has	borrowed	a	
total	of	15,000	rupees	(about	$200)	and	is	now	
planning	to	ask	for	a	loan	of	30,000	rupees	
($400)	to	help	her	expand	the	business.	

In	the	village	of	Gahate,	a	little	higher	up	the	
same	hill	as	Simalchaur,	Asha	Bishwakarma	is	a	
member	of	a	similar	association.	She	is	among	
five	women	from	the	Dalit	community	who	are	
members	of	the	People’s	Awareness	Self-Reliant	
Women’s	Center	of	Gahate.

Asha	is	a	founder	member	of	the	center,	set	
up	6	years	ago.	Asha	says	the	project	has	
brought	her,	and	others	like	her,	tremendous	

self-assurance.	They	know	they	can	take	care	
of	themselves	now	and	can	rely	on	the	center	
for	help.	

Asha	has	taken	three	loans	to	buy	a	goat	and	
two	buffalos.	She	sold	milk	and	ghee	(clarified	
butter,	used	as	a	cooking	agent)	to	repay	her	
loans	and	made	a	small	profit	when	she	sold	
the	goat	and	the	first	buffalo.	She	still	has	the	
second	buffalo,	which	she	bought	2	months	
ago.	After	breeding,	she	will	sell	milk	again	to	
repay	the	loan.	She	will	still	have	the	buffalo	
once	the	loan	is	repaid,	she	points	out,	and	the	
babies	will	be	a	bonus.	

Although	she	has	made	only	a	modest	amount	
of	money	so	far,	she	is	conscious	of	the	distance	
she	has	already	traveled	as	a	Dalit	woman	who	
had	no	assets	before	this	project.	

Roads Bring Prosperity 
to Villagers
ADB	focuses	on	improving	rural	transport	links	
to	increase	farmers’	access	to	markets	and	bring	
health,	education,	and	other	basic	services	
within	the	reach	of	poor	families	in	rural	areas.	
Rural	roads	are	particularly	important	in	Nepal’s	
remote	hill	and	mountain	areas.	Between	
2004	and	2009,	ADB	helped	build	or	upgrade	
708	kilometers	(km)	of	national	highways	as	well	
as	provincial,	district,	and	rural	roads,	benefiting	
an	estimated	258,000	people	in	Nepal	(Table	3).	

The	Rural	Infrastructure	Development	Project	
(completed	in	2006	and	funded	by	an	ADF	loan	
of	$12.2	million)	has	been	rated	“effective”	by	
the	IED	in	improving	access	to	remote	villages	
and	increasing	economic	opportunities	for	the	

The Rural Infrastructure 
Development Project has been 
rated “effective” by the IED in 
improving access to remote 
villages and increasing economic 
opportunities for the poor

Group	of	women	participating	in	their	regular	meeting	
in	Simalchaur
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poor.	The	Decentralized	Rural	Infrastructure	and	
Livelihood	Project	(DRILP)	is	similarly	expected	to	
improve	access	to	social	and	economic	services	
in	18	poor	and	remote	hill	and	mountain	
districts.	The	CAPE	(2009)	found	ADB’s	support	
to	the	roads	subsector	to	be	“highly	relevant”	
to	Nepal’s	development	needs.	

The	ongoing	DRILP	project	(approved	in		
2004	with	a	$40	million	ADF	loan	and	grant		
co-financing	of	$6.9	million	from	the	
Government	of	Switzerland,	to	be	completed	in	
2011)	clearly	meets	a	felt	need:	in	consultations	
before	the	drafting	of	the	CPS,	villagers	in	the	
areas	covered	by	the	project	identified	better	
roads	as	their	highest	priority.	The	project	
focuses	on	rural	roads	and	includes	skills	
development	and	income	generation	schemes.	
In	the	hills	above	the	town	of	Baglung,	the	
project	has	helped	establish	a	milk	collection	
center	for	a	dairy	cooperative.	The	milk	is	
transported	every	morning	to	a	chilling	plant	in	
Baglung	along	a	newly	upgraded	road.	

In	the	early	morning	light,	Savitri	Kandel,	58,	
walks	down	from	her	home	to	a	milk	collection	
center	near	Kimbot	village	with	a	liter	of	
buffalo	milk,	for	which	she	gets	40	rupees	
(about	$0.50).	The	center	is	only	5	minutes’	
walk	from	her	home	and	these	days,	she	

brings	down	a	liter	every	morning.	When	she	
has	two	buffalos	milking,	she	brings	down	8	
or	9	liters.	

The	collection	center	belongs	to	Namuna	Milk	
Producers’	Cooperative,	which	transports	the	
milk	from	three	villages	to	a	chilling	plant	in	
Baglung,	10.5	km	away.	Before	the	cooperative	
was	established	in	2001,	villagers	would	walk	
to	Baglung	with	the	milk	and	sell	it	at	varying	
rates	to	traders	in	the	market	there.	

Lok	Nath	Pandit,	44,	was	one	of	those	who	
transported	the	milk	to	market.	“I	would	
carry	the	milk,	on	my	back,	for	10–12	people,	
walking	all	the	way	to	Baglung,”	he	says.	Then,	
when	the	cooperative	was	set	up,	the	milk	
was	initially	transported	by	mule.	Now	there	
is	a	motorable	road,	currently	being	upgraded	
by	the	DRILP	project,	and	the	cooperative	has	
its	own	jeep	and	just	takes	an	hour	to	reach	
Baglung.	Once	the	road	is	fully	upgraded,	
travel	time	will	further	drop	to	40–45	minutes	
only	to	reach	Baglung.	

The	road	has	also	made	it	possible	to	market	
other	produce	in	Baglung	and,	via	Baglung,	
even	as	far	away	as	Kathmandu.	Savitri	and	
other	villagers	sell	ginger,	coffee,	and	reed	
brooms	made	locally.	

Road	constructed	from	Baglung	bazaar	to	Ghodabadhne
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Clean Water 
and Sanitation for 
Good Health
ADB’s	support	to	the	water	supply	and	
sanitation	sector	in	Nepal	aims	to	expand	
the	coverage	of	improved	water	supply	and	
sanitation	facilities	to	underserved	populations;	
and	improve	health	and	hygiene	practices	
related	to	waterborne	and	sanitation-related	
diseases.	ADB	assistance	has	made	safe	drinking	
water	available	to	hundreds	of	thousands	of	
poor	people	in	Nepal.	The	Small	Towns	Water	
Supply	and	Sanitation	Sector	Project	(funded	
by	an	ADF	loan	of	$35	million,	approved	in	
2000)	provided	safe	water	to	510,000	people	
in	29	towns.	The	Community-Based	Water	
Supply	and	Sanitation	Sector	Project	(funded	
by	an	ADF	loan	of	$24	million,	approved	in	
2003)	is	expected	to	reach	another	850,000	
underserved	people	in	21	of	the	remotest,	
most	poverty-afflicted	districts	in	Nepal.	ADB	
assistance	has	helped	reduce	the	prevalence	of	
several	diseases	in	many	parts	of	the	country.	
It	has	also	strengthened	the	technical,	financial,	
and	management	capacity	of	water	users’	and	
sanitation	committees	to	evolve	as	effective	
institutions	to	manage	urban	development	

in	future.	ADB	has	partnered	with	more	than	
170	NGOs	to	deliver	its	program	in	this	sector	
and	has	strengthened	community	participation,	
gender	mainstreaming,	and	good	governance.

Between	2004	and	2009,	ADB	helped	install	
or	upgrade	5,434	km	of	water	supply	pipes,	
connecting	111,600	households	to	safe	water.	
ADB	support	made	it	possible	for	sanitation	
facilities	to	be	installed	for	34,931	households	
between	2004	and	2007,	with	an	additional	
30,000	homes	due	to	receive	similar	assistance	
by	2012	(Table	3).

The	people	of	Jabkauli	village,	Khairahani	village	
development	committee	(VDC)	of	Chitwan	
District,	have	enjoyed	safe	drinking	water	in	
their	homes	for	the	past	5	years.	Before	that	
they	used	handpumps,	but	the	water	was	
not	clean	even	after	boiling,	says	Rajkumari	
Achhami,	chairperson	of	the	water	users’	

ADB has partnered with more 
than 170 NGOs to deliver its 
program in this sector and 
has strengthened community 
participation, gender 
mainstreaming, and good 
governance

Lok	Nath	Pandit,	44,	Bihun-2,	Kimbot,	Baglung
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group	for	Ward	No.	8	under	the	Bairahani	VDC.	
Rajkumari,	35,	helped	form	the	group	along	
with	31	other	women	from	the	village.	The	
group	also	runs	a	revolving	fund	that	provides	
small	loans	to	its	members.

“In	the	beginning	it	was	hard	to	convince	
people	of	the	need	for	safe	drinking	
water,”	says	Rajkumari.	She	faced	a	double	
disadvantage	as	a	woman	and	a	member	of	the	
low-caste	Dalit	community.	“Some	families	in	
the	village	practiced	untouchability	back	then,”	
she	recalls,	referring	to	a	practice	of	social	
division	that	would	not	allow	members	of	the	
Dalit	community	to	mingle	with	higher-caste	
families	or	share	a	common	source	of	water	
with	them.	At	the	same	time,	many	of	the	men	
in	the	village	did	not	take	the	women	seriously,	
doubting	their	knowledge	and	capabilities.	

It	took	a	lot	of	persuasion	from	the	women,	
who	themselves	were	trained	by	government	
agencies	and	NGOs	supported	by	the	project.	
The	fruits	of	that	effort	are	visible	today	in	
better	health	and	lower	medical	costs.	“There	
was	a	lot	of	diarrhea	and	many	gastrointestinal	
problems,”	says	Rajkumari.	Now	these	problems	

It took a lot of persuasion from 
the women, who themselves 
were trained by government 
agencies and NGOs supported 
by the project

have	all	but	disappeared.	As	a	result,	Rajkumari	
says,	she	saves	a	good	deal	of	money	on	
medicines	for	her	family	of	eight.	

Nearly	every	household	in	the	village	now	
has	piped	water.	Rajkumari	pays	a	minimum	
of	100	rupees	($1.30)	a	month.	In	the	hot	
summers,	the	family	uses	more	water	and	she	
pays	200	to	250	rupees.	“It’s	worth	it,”	she	
says.	“After	all,	it’s	for	our	own	health.”

At	the	nearby	Public	Health	Center	in	
Khairahani,	health	assistant	Baburam	Dwivedi	
says:	“There	has	been	a	dramatic	reduction	in	
the	frequency	and	severity	of	diarrhea	cases	
in	the	area.”	Other	waterborne	diseases	like	
jaundice	and	hepatitis	have	practically	vanished.	
Better	sanitation	has	made	amoebic	dysentery	
and	giardiasis	a	thing	of	the	past.

A	boy	cleaning	toilet	at	Khairahani,	ChitwanSher	Man	Tamang,	chair	of	Parsa	small	town	water	
supply	and	sanitation	consumer	association
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Improving Operational 
Effectiveness and Services

ADB’s	operational	effectiveness	has	improved	
steadily	since	it	adopted	its	first	results-based	
country	strategy	and	program	(2005–2009)	
in	Nepal.	It	adopted	a	conflict-sensitive	
approach	to	enable	ADB	to	deliver	results	in	an	
environment	marked	by	security	concerns	and	
political	instability.

The	program’s	strengths	included	strategic	
alignment	with	the	Government	of	
Nepal’s	development	priorities,	flexibility	
in	implementation	and	a	conflict-sensitive	
approach,	and	the	introduction	of	results-based	
management,	according	to	CAPE	2009.	

ADB	is	acknowledged	among	development	
partners	in	Nepal	for	promoting	the	results-
based	approach	to	improve	development	
effectiveness	and	a	sector-wide	approach	
to	education	and	cooperation	with	other	
development	partners	has	worked	well,	the	
CAPE	found.

“ADB	was	able	to	continue	implementing	its	
program	assistance	during	periods	of	conflict	
and	political	instability	because	of	strong	local	
community	support	and	because	the	programs	
and	projects	were	highly	relevant	and	well-
aligned	with	the	government’s	strategy,”		
the	CAPE	noted.	The	community	support	has	
come	in	part	by	involving	civil	society	in	its	
projects	as	about	75%	of	ADB’s	initiatives	in	
Nepal	include	cooperation	with	civil	society	
organizations.	

The	CAPE	rated	the	actual	and	expected	
performance	of	ADB	operations	in	key	sectors	

ADB’s operational effectiveness 
has improved steadily since it 
adopted its first results-based 
country strategy and program 
(2005–2009) in Nepal

People	crossing	river	through	hanging	bridge	carrying	steel	roof	in	Dhading
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as	“partly	successful.”	However,	as	many	of	
the	projects	in	the	sector	portfolio	are	active,	
the	rating	on	sector	performance	may	change	
over	time.	Implementation	efficiency,	timely	
completion,	and	sustainability	of	project	and	
program	outcomes	were	identified	as	key	
weaknesses.	Hence,	the	overall	rating	for	ADB’s	
assistance	during	the	evaluation	period	was	
“partly	successful.”

Conflict,	security	concerns,	and	transport	
strikes	have	been	important	reasons	for	
implementation	delays.	Other	factors	
persistently	affecting	project	implementation	
are	design	deficiencies;	start-up	delays;	frequent	
changes	of	project	officials;	and	constraints	
on	budgets,	institutional	capacity,	and	project	
monitoring	and	evaluation.	

ADB’s	focus	on	results	helped	to	raise	the	
disbursement	ratio	from	7.7%	in	2004	to	20%	in	
2006	and	29%	in	2009,	above	the	ADB	average	
of	27%.	The	3-year	average	of	performance	

To support the still fragile peace
under its new CPS (2010–2012), 
ADB continues promoting 
inclusive development through 
its projects and other operations 
in Nepal

ratings	at	project	completion	for	2007–2009	
matched	the	ADB	average	of	67%	and	project	
performance	rating	at	implementation	was	
slightly	above	the	average	at	94%.

To	support	the	still	fragile	peace	under	its	new	
CPS	(2010–2012),	ADB	continues	promoting	
inclusive	development	through	its	projects	
and	other	operations	in	Nepal.	A	“peace	filter”	
developed	in	the	new	CPS	in	collaboration	
with	the	United	Kingdom’s	Department	
for	International	Development	(DFID)	and	
the	World	Bank	ensures	that	concerns	are	
addressed	within	projects,	helping	mitigate	the	
risk	of	exacerbating	social	and	political	tensions.	

ADB’s	development	goals	and	implementation	
approaches	address	long-standing	problems	
that	have	contributed	to	the	conflict	in	Nepal,	
including	gender	inequality,	social	exclusion,	
lack	of	education,	and	lack	of	access	to	
development	opportunities	in	rural	areas.	With	
100%	financing	for	the	core	operational	areas	
of	Strategy	2020	in	2009,	ADB’s	program	in	
Nepal	is	also	aligned	very	well	with	its	corporate	
priorities.

At	the	country	level,	ADB	liaises	closely	with	
the	Government	of	Nepal,	multilateral	and	
bilateral	development	partners,	and	civil	society	
organizations	ensuring	greater	aid	effectiveness	
to	the	benefit	of	the	people	of	Nepal.	

Students	from	Raghunath	higher	secondary	school	in	Bauniya	,Kailali
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Despite	the	steady	progress	made	in	recent	
years,	especially	since	the	peace	accord	of	2006,	
Nepal	remains	one	of	the	poorest	countries	in	
the	world,	with	a	per	capita	annual	income	of	
$447.	As	it	emerges	from	a	conflict	that	lasted	
just	over	a	decade,	the	country	continues	to	
face	political	uncertainty	and	clearly	needs	
to	address	fundamental	problems	related	to	
poverty	and	exclusion.	In	the	transition	to	a	
democracy,	and	possibly	a	federation,	Nepal	also	
faces	constraints	related	to	political	leadership,	
institutional	capacity,	and	governance.	For	
its	development	partners,	weak	institutional	
capacity	to	implement	projects	can	be	a	major	
concern.	In	planning	and	implementing	its	
strategy	and	development	initiatives	in	the	
country	over	the	next	few	years,	ADB	will	remain	
responsive	to	developing	situations	and	needs,	
including	an	evolving	political	situation.

ADB	will	continue	to	provide	grant	assistance	
and	concessional	loans	from	the	ADF.	The	total	
ADB	assistance	to	Nepal	from	2006–2008	was	
in	the	form	of	100%	grant.	Since	2009,	ADB	
provides	half	this	assistance	as	grant	aid.	

Based	on	Nepal’s	long-term	development	needs	
and	the	government’s	priorities,	ADB’s	new	CPS	

(2010–2012)	has	four	major	priorities:	inclusive	
and	broad-based	economic	growth,	inclusive	
social	development,	governance	and	capacity	
building,	and	climate	change	adaptation	
and	environmental	sustainability.	ADB	will	
also	continue	supporting	the	government	
in	adopting	the	Managing	for	Development	
Results	(MfDR)	approaches	at	levels	in	the	public	
sector	for	delivering	the	development	results	
and	achieving	development	effectiveness.

Assistance	will	focus	on	six	sectors:	
agriculture	and	natural	resources,	education,	
energy,	finance,	transport	and	information	
communication	technology,	and	water	supply	
and	other	municipal	services.	

Future Challenges

ADB’s new CPS (2010–2012) 
has four major priorities: 
inclusive and broad-based 
economic growth, inclusive 
social development, governance 
and capacity building, and 
climate change adaptation and 
environmental sustainability

School	mangement	team	and	the	staff	attending	meeting	at	shree	Rastriya	secondary	school,	Dahar
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In	implementing	its	development	program,	
ADB	will:	engage	civil	society,	including	
nongovernment	organizations;	support	
disaster	risk	management	and	climate	
change	adaptation;	promote	gender	equality	
and	social	inclusion;	build	capacity	and	
improve	governance;	promote	private	sector	
development;	and	support	regional	cooperation	
and	integration.	These	six	thematic	priorities	
will	be	mainstreamed	across	sectors	in	ADB’s	
development	initiatives.	

If	conditions	are	conducive,	ADB	will	follow	
the	sector-wide	approach	more	often.	Such	
conditions	would	include	well-defined	policies	
and	results	frameworks	adopted	by	the	
government	and	agreed	with	development	
partners,	and	sound	fiduciary	measures.	

The	new	CPS	(2010–2012)	introduced	three	
new	tools:	(i)	peace	filter,	(ii)	disaster	and	climate	
change	risk	screening	tool,	and	(iii)	governance	
risk	assessment.	The	peace	filter,	developed	
jointly	with	DFID	and	the	World	Bank,	will	be	
piloted	to	design	and	monitor	projects	and	

ADB will remain flexible in 
its approach and operations, 
constantly monitoring 
developments in the country and 
making early adjustments to its 
program and contribute toward 
delivering development results

to	minimize	social	and	political	tensions.	The	
governance	risk	assessment	tool	will	help	better	
assess	and	address	risks	in	ADB	programs	and	
projects.	Similarly,	the	disaster	risk	management	
and	climate	change	screening	tool	will	help	in	
assessing,	identifying,	and	managing	these	risks	
better	in	ADB’s	operations.

Above	all,	in	the	post-conflict	situation	in	
Nepal,	ADB	will	remain	flexible	in	its	approach	
and	operations,	constantly	monitoring	
developments	in	the	country	and	making	early	
adjustments	to	its	program	and	contribute	
toward	delivering	development	results.
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ADB assistance to Nepal is strongly focused on reducing poverty by promoting broad-
based economic growth, inclusive social development, good governance and capacity 
building, and environmental sustainability. ADB follows innovative and flexible approaches 
to foster social inclusion and delivery of development results in an environment marked by 
security concerns and political uncertainty. Nepal became a founding member of ADB in 
1966 and is currently the fifth largest recipient of assistance from the Asian Development 
Fund (ADF). ADB has provided a total of $2.97 billion in loans and grants to Nepal 
comprising of $2.42 billion of ADF loans and ADF investment grants worth $495.6 million 
by the end of 2009. Nepal also received technical assistance grants of $137.9 million.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its 
developing member countries substantially reduce poverty and improve the quality of life 
of their people. Despite the region’s many successes, it remains home to two-thirds of the 
world’s poor: 1.8 billion people who live on less than $2 a day, with 903 million struggling 
on less than $1.25 a day. ADB is committed to reducing poverty through inclusive 
economic growth, environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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