
Nepal has made slow, but steady, progress in reducing poverty in the past decade, with poverty 
incidence estimated to have declined to 31% in 2004, from 42% in 1996. Social and human 
development indicators, such as life expectancy, infant and maternal mortality rates, and adult 
literacy, have all improved, and despite a decade-long conflict, the country has made notable 
progress on the Millennium Development Goals (MDGs). Nevertheless, Nepal remains one of 
the poorest countries in the world, with per capita income of $388 per annum, wide income 
disparities, and poor access by a large section of the population to basic social services.

Nepal’s development challenges remain immense. Delivering services and fostering 
economic activity in a landlocked country with rugged topography are difficult and costly. About 
80% of Nepal’s population still lives in rural areas, and the country is characterized by small 
landholdings, rapid population growth, and a fragile ecology, which results in chronic poverty in 
many parts of the country. In addition, the political transition that Nepal is currently undergoing 
is proving to be arduous, delaying delivery of a tangible peace dividend.

The Government’s Three-Year Interim Plan (fiscal year [FY]2008–FY2010) to guide 
development over the transitional period after the conflict, lays a strong emphasis on reducing 
poverty, improving the living conditions of the poor, and establishing lasting peace and stability. 
The Plan aims to achieve annual average economic growth of 5.5% and to reduce overall poverty 
incidence to 24% by 2010.

Relationship with ADB
Nepal is a founding member of the Asian Development Bank (ADB) and, as of 31 December 
2007, cumulative lending to the country reached $2.3 billion, with investment grants amounting 
to $183.9 million and technical assistance (TA) of $127.6 million. The assistance is focused on 
agriculture, education, water supply and sanitation, transport and communications, finance, 
energy, and public and private sector governance.

Nepal has undergone significant political changes, including restoration of peace in April 
2006, since the preparation of the Nepal Country Strategy and Program (CSP) 2005–2009 in 
2004. However, a review of the CSP in the course of preparing the annual Country Operations 
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Table 1. Nepal:  
Development Indicators
Non-MDG 

Population in millions 26.43 (2007)

Annual population  2.2 (2007) 
 growth rate (%)

Adult literacy rate (%) 48.6 (2001)

Percent of population  17.0 (2006) 
 in urban areas

MDG 

Percent of population  24.7 (2003)  
 living on less than  
 $1 a day

Percent of population  30.9 (2004) 
 living below the  
 national poverty line

Under-5 mortality rate  59 (2006) 
 per 1,000 live births

Percent of population  90 (2004) 
 using an improved  
 drinking water source

MDG = Millennium Development Goal.
Sources:  ADB. 2007. Key Indicators 2007. Manila. 

ADB. 2008. Basic Statistics 2008. Manila. 
UNESCO. 2008. Institute for Statistics Data  
 Centre. 
UNSD. 2008. Millennium Development  
 Indicators Database Online.



Impact of Assistance
The $20 million Rural Microfinance Project (November 1998–June 
2007) has met its objective of improving the socioeconomic status 
of poor women by enhancing their access to financial services 
and microenterprise development. The project helped establish 
the Rural Microfinance Development Center (RMDC) as an apex 
microfinance institute for providing wholesale microfinance credit 
and services to participating financial institutions (MFIs). During 
the project period, RMDC disbursed microfinance loans worth 
NRs1.87 billion, of which 58 MFIs, in turn, provided microfinance 
services worth NRs19.4 billion (including savings) to more than 
500,000 families spread over one third of Nepal’s 75 districts. 
The project beneficiaries’ average annual per capita income rose 
from NRs51,434 to NRs180,089 by the end of the project period, 
which helped reduce poverty, especially among women. Moreover, 
RMDC’s 100% repayment rate from its partner MFIs attests to the 
financial discipline that was crucial in contributing to the overall 
success of the Project and development of the microfinance sector 
more generally.

Due to the geographic isolation of the rural population 
and their poor access to basic social services and economic 
opportunities, both the Tenth Plan and Interim Plan put strong 
emphasis on expanding the rural road network and infrastructure 
facilities. In this context, the ongoing Decentralized Rural 
Infrastructure and Livelihood Project, which approved funds of  
$40 million in 2004, has so far constructed 50 km of district roads 
and 34 trail bridges, providing direct employment to about 82,000 
unskilled local laborers. Some 68 savings and credit groups have 
also been formed from among the laborers, with more than 40% 
participation by women. The groups aim to promote livelihood and 
income-generating activities benefiting the local communities.

Assistance to the transport sector also focuses on bringing 
excluded regions and social groups into the economic mainstream 
and facilitating trade between Nepal and its neighbors. Under 
the ongoing Road Network Development Project (approved in 
December 2001 for $46 million), 62 km of new track roads have 
been opened so far, 140 km of feeder/district roads have been 
upgraded, and 390 km of the main highways are being upgraded 
and maintained.

Future Directions
With the approval of the revised ADF grant framework, Nepal has 
become eligible for 100% of ADF financing in the form of grants, 
effective with the 2007 country program. An average of $83 million 
in grants is programmed for 2009–2010.

The assistance program for 2007 comprised an investment 
grant of $110 million (including $10 million cofinancing from the 
OPEC Fund) for the Rural Reconstruction and Rehabilitation Sector 
Development Program. The Program, which includes $50 million 
in budget support to the Government, focuses on developing rural 
infrastructure, promoting good governance, and improving service 
delivery through institutional strengthening. ADB also approved  
10 TA projects for a total of $7.2 million, a regional TA grant of  
$9 million, and a Japan Fund for Poverty Reduction (JFPR) project of 
$2 million in 2007. Five of the 10 TAs were for project preparation, 
and 5 for institutional development aimed at strengthening 
anticorruption institutions, improving public service delivery (land 

Business Plan (COBP) in 2007 indicates that the core elements of 
the CSP remain relevant and consistent with the Government’s 
Three-Year Interim Plan. Addressing deep-seated social exclusion, 
wide socioeconomic and interregional disparities, and poor 
governance—the root causes of poverty and conflict identified in 
the CSP—remain Nepal’s key development priority and challenge.  
A mid-term review of the CSP is under way, based on an extensive 
and participatory assessment of the CSP’s effectiveness and 
relevance in Nepal’s transitional political environment.

ADB has supported government efforts to reorient its 
development approach and agenda toward effective monitoring 
and achievement of development results through two TA projects—
Operationalization of Managing for Development Results and 
Mainstreaming Managing for Development Results in Support of 
Poverty Reduction in South Asia.

Table 2. Nepal: Economic Indicators, 2003–2007
Economic Indicator 2003 2004 2005 2006 2007

Per capita GNI ($) 230 250 270 290 …
GDP growth  
 (% change per year)

3.8 4.4 2.9 3.1 2.3

CPI (% change per year) 4.8 4.0 4.5 8.0 6.4
Unemployment rate (%) … … … … …
Fiscal balance (% of GDP) -1.4 -0.9 -0.8 -1.6 -2.0
Export growth  
 (% change per year)

-13.8 14.8 11.4 2.6 4.3

Import growth  
 (% change per year)

7.1 15.9 12.5 17.8 11.3

Current account (% of GDP) 2.4 2.7 2.0 2.2 0.5
External debt (% of GNI) 52.1 48.6 42.4 41.4 …

… = data not available, CPI = consumer price index, GDP = gross domestic product,  
GNI = gross national income.
Sources:  ADB. 2008. Asian Development Outlook 2008. Manila.  

World Bank. 2008. Global Development Finance Online. 
World Bank. 2008. World Development Indicators Online.

Table 3. Nepal: 2007 Loan, TA, and Grant Approvals  
($ million)

Loans

Sovereign Nonsovereign TA Grants Total
– – 7.22 111.00 118.22

– = nil.

Cumulative Lending (as of 31 Dec 2007) : $2,300.98 million
Cumulative Disbursements (as of 31 Dec 2007) : $1,642.04 million

Table 4. Nepal: Cumulative ADB Lending  
as of 31 December 2007

  Sector
Loans 
(no.)

Amount  
($ million) % a

Agriculture and Natural Resources 48 746.23 32.43
Education 10 160.40 6.97
Energy 13 400.90 17.42
Finance 2 63.30 2.75
Industry and Trade 9 142.23 6.18
Law, Economic Management, and  
 Public Policy

2 65.00 2.82

Multisector 7 157.06 6.83
Transport and Communications 15 302.86 13.16
Water Supply, Sanitation, and  
 Waste Management

10 263.00 11.43

Total 116 2,300.98 100.00

a Total may not add up because of rounding.



administration and management of water supply), economic 
policy formulation, and promotion of public–private partnerships 
in the energy sector. The regional TA will support the South Asian 
Subregional Economic Cooperation Information Highway, while the 
JFPR project aims to rehabilitate conflict-affected and vulnerable 
families and children.

Four investment grants are programmed for 2008 for a total 
of $106.71 million: Information and Communications Technology 
Development Project ($25 million), Education Sector Development 
Program (subprogram 2, $8 million), Power Sector Development 
Program I ($30 million), and the North–South Fast Track Road 
Connectivity Project ($43.71 million). The first two grants, approved 
in January 2008, will support the preparation and transition to 
the Government’s school sector reform and promote access to 
information and communication technology in Nepal’s rural areas, 
respectively. The power program will help extend electricity to rural 
areas, develop off-grid rural renewable energy where feasible, 
and improve electricity distribution in existing service areas. The 
road project aims to improve connectivity between the strategic 
road network and areas with major economic activities, as well as 
neighboring countries. The 2008 pipeline also comprises eight TA 
projects for a total of $4.1 million.

Operational Challenges
Nepal’s development and poverty reduction prospects hinge on 
achieving lasting peace and stability. With the end of the conflict 
in April 2006, the development space has expanded considerably. 
The steady improvement in Nepal’s portfolio performance in recent 
years was sustained in 2007 with a higher contract award ratio of 
25% compared to 22% in 2006, and a comparable disbursement 
ratio of 20%. However, the slow and disruptive transitional period 
indicates that the peace process is still fragile and fraught with 
significant risks and difficult challenges for development activities. In 
particular, the long absence of elected local bodies since July 2002 
due to the unsettled political environment has been a key constraint 
to governance, service delivery, and development work at the local 
level. In addition, political uncertainty has constrained revival of key 
sectors of the economy and private investments more generally.

Compounding these emerging constraints are the long-
standing challenges posed by the country’s difficult topography, 
poor infrastructure base, and weak institutions and governance. 
Improving basic infrastructure and strengthening governance and 
public and market institutions are pressing issues for Nepal.

Partnership
ADB’s Nepal Resident Mission (NRM) engages with the 
Government and other development partners intensively to 
improve aid coordination and aid effectiveness. NRM has 
enhanced its collaboration with key donor partners, such as the 
Swiss Development Cooperation, Department for International 
Development of the United Kingdom, and the World Bank, through 
strategic alignments and implementation of programs in support of 
the Government’s own development priorities.

ADB cooperates extensively with civil society organizations 
to strengthen the effectiveness, quality, and sustainability of the 
services it provides. Under the ongoing ADB-supported Rural 
Water Supply and Sanitation Project, NGOs and community-based 
organizations are engaged to assist and guide the beneficiary 
communities on planning, procurement, construction, operation, 
and maintenance of water supply and sanitation schemes.

Cofinancing and Procurement
Cofinancing operations enable ADB’s financing partners—
government or their agencies, multilateral financing institutions, 
and commercial organizations—to participate in financing ADB 
projects. The additional funds are provided in the form of grants, 
official loans, or credit enhancement products.

In 2007, the Rural Reconstruction and Rehabilitation Sector 
Development Program was provided with a $10 million loan 
cofinancing from the OPEC Fund for International Development.

As of year-end 2007, cumulative direct value-added 
cofinancing for Nepal amounted to $314.5 million for  
21 investment projects and $40.9 million for 60 TA projects.  
A summary of investment projects with cofinancing is available at 
www.adb.org/Documents/Fact_Sheets/Nepal/cofinancing.asp.

A summary of procurement contracts awarded to companies 
and consultants from Nepal for goods and works, and consulting 
services can be found at www.adb.org/Documents/Fact_Sheets/
Nepal/procurement.asp.

Table 5. Nepal: Project Success Rates

 By Sector Percentage

No. of Rated 
Projects/
Programs

Agriculture and Natural Resources 43.8 32
Education 66.7 6
Energy 87.5 8
Industry and Trade 20.0 5
Multisector 50.0 6
Transport and Communications 77.8 9
Water Supply, Sanitation, and  
 Waste Management

75.0 4

Total 55.7 70

 By Year of Approval

1970s 81.3 16
1980s 45.2 31

1990s 52.2 23

Table 6. Nepal: Portfolio Performance Quality Indicators  
for Sovereign Lending, 2006–2007
Number of Ongoing Loans  
(as of Dec 2007)

21

2006 ($ million) 2007 ($ million)

Contract Awards/Commitments 101.59 88.39
Disbursements 108.01 96.84
Loans at Risk (%) 17.4 14.3



About Nepal and ADB
Nepal is the 27th largest shareholder among regional members and the  
35th largest overall.

ADB Membership 
Joined 1966
Shares held 5,202 (0.15%)
Votes 18,434 (0.42%)

Md. Saad Hashim is the Executive Director and Aw Siew–Juan is the 
Alternate Executive Director representing Nepal on the ADB Board  
of Directors.

Paul Heytens is the ADB Country Director for Nepal. The Nepal Resident 
Mission (NRM) was opened in 1989 and provides the primary operational 
link between ADB and the government, private-sector, and civil-society 
stakeholders in its activities. NRM engages in policy dialogue and acts as a 
knowledge base on development issues in Nepal.

The Nepal government agency handling ADB affairs is the Ministry  
of Finance.

About the Asian Development Bank
ADB is a multilateral development bank owned by 67 members, 48 from the 
region and 19 from other parts of the world. ADB’s main instruments for 
helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance (TA). Over the last 
4 years (2004–2007), ADB’s annual lending volume averaged $7 billion,  
with TA averaging $218 million and grant-financed projects $616 million.  
In 2007, lending volume was $10 billion, with TA at $243 million and  
grant-financed projects at $673 million.

Contacts
Nepal Resident Mission
Srikunj Kamaladi, Ward No. 31
P.O. Box 5017, Kathmandu, Nepal
Tel +977 1 422 7779
Fax +977 1 422 5063
adbnrm@adb.org
www.adb.org/NRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Finance
Singh Durbar, Kathmandu, Nepal
Tel +977 1 425 9880
Fax +977 1 425 9891
www.mof.gov.np

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/nepal

Asian Development Outlook
www.adb.org/Documents/Books/
ADO/2008/NEP.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2007/

Depository Libraries
www.adb.org/Publications/
Depositories/nep.asp

In this publication, “$” refers to US dollars. 
Data are as of 31 December 2007 unless otherwise indicated. Fact sheets are updated annually in March. 
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